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S. 1623

At the request of Mr. WARNER, the
names of the Senator from Virginia
[Mr. ROBB] and the Senator from Cali-
fornia [Mrs. BOXER] were added as co-
sponsors of S. 1623, a bill to establish a
National Tourism Board and a Na-
tional Tourism Organization, and for
other purposes.

SENATE RESOLUTION 226

At the request of Mr. DOMENICI, the
names of the Senator from Virginia
[Mr. WARNER] and the Senator from
Minnesota [Mr. WELLSTONE] were added
as cosponsors of Senate Resolution 226,
a resolution to proclaim the week of
October 13 through October 19, 1996, as
‘‘National Character Counts Week.’’
f

SENATE RESOLUTION 248—
RELATIVE TO LIBERIA

Mr. FEINGOLD (for himself, Mrs.
KASSEBAUM, Mr. SIMON, Mr. LEAHY, Mr.
JEFFORDS, and Mr. PELL) submitted the
following resolution; which was re-
ferred to the Committee on Foreign
Relations:

S. RES. 248

Whereas, the war in Liberia begun in 1989
has devastated that country, with more than
150,000 people killed, up to 1 million forced to
flee as refugees to neighboring countries, and
thousands of children conscripted into the
rebel armies;

Whereas, the Abuja Accords signed in Au-
gust 1995 represented the most realistic path
for lasting peace;

Whereas, the Senate passed a resolution on
September 20, 1995, expressing the sense of
the Congress that the United States should
strongly support the peace process in Libe-
ria, including support for the west African
peacekeeping force;

Whereas the U.S. committed $10 million in
support for the west African peacekeeping
force, but has delivered only $5.5 million,
most of which arrived only in February 1996;

Whereas, the peacekeeping force has fewer
than 6,000 soldiers, but needs over 15,000 to
carry out its mission;

Whereas, violence characterized by mas-
sive looting, shelling, and ethnic hostilities
broke out in Monrovia on April 6, 1996, forc-
ing tens of thousands of people into hiding,
without food and water, halting most hu-
manitarian assistance programs in Liberia,
and signifying a failure of the west African
peacekeeping force to maintain order and
stability in Monrovia;

Whereas, 214 U.S. armed forces and 1400
support personnel have been deployed to Li-
beria to facilitate the successful evacuation
of approximately 1800 people, including over
300 Americans, from Liberia;

Whereas, while the U.S. is the only func-
tioning diplomatic mission in Monrovia,
some nations, such as Japan, have continu-
ing economic concerns in Liberia and other
nations, such as France, have national inter-
ests in western Africa; and

Whereas, negotiations for a ceasefire and
the peaceful release of hostages are being led
by Ghanian Kojo Tsikata, and Cote D’Ivoire,
Burkina Faso and others are trying to use
their influence to moderate combatants.

Therefore, be it resolved, that the Senate
(1) commends the U.S. Armed Forces and

the U.S. Embassy personnel for the success-
ful evacuation of over 1795 people from Libe-
ria;

(2) declares that a breakdown of the Abuja
process would have disastrous humanitarian

ramifications and seriously threaten other
U.S. interests in west Africa;

(3) calls upon all factions to reach a
ceasefire and re-commit themselves to the
Abuja process; and

(4) urges the Administration to:
a. scrutinize the Federal budget to identify

funds that could be either re-programmed or
transferred and used to support additional
non-Nigerian West African peacekeepers;

b. consider the provision of excess defense
articles for communications and logistical
support and training for crowd-control tech-
niques for non-Nigerian troops to participate
effectively in a west African peacekeeping
force;

c. use its influence with other nations with
interests in Liberia to solicit further support
for west African peacekeeping forces, includ-
ing their participation at the April 26 meet-
ing of a newly-formed Contact Group in Li-
beria; and

d. lead efforts in the United Nations to ac-
tivate a Commission in the United Nations
to develop an implementation plan and sanc-
tions against those parties violating the U.N.
arms embargo on Liberia.

Mr. FEINGOLD. Mr. President, I am
submitting a resolution today on be-
half of myself, and Senators KASSE-
BAUM, SIMON, LEAHY, JEFFORDS, and
PELL, which includes proposals for
United States action in support of the
Liberian peace process. I will be speak-
ing at length on this later this week.
f

AMENDMENTS SUBMITTED

THE IMMIGRATION AND NATION-
ALITY ACT AMENDMENT ACT OF
1996

FAIRCLOTH AMENDMENT NO. 3674

(Ordered to lie on the table.)
Mr. FAIRCLOTH submitted an

amendment intended to be proposed by
him to the bill (S. 1664) to amend the
Immigration and Nationality Act to in-
crease control over immigration to the
United States by increasing border pa-
trol and investigative personnel and
detention facilities, improving the sys-
tem used by employers to verify citi-
zenship or work-authorized alien sta-
tus, increasing penalties for alien
smuggling and document fraud, and re-
forming asylum, exclusion, and depor-
tation law and procedures; to reduce
the use of welfare by aliens; and for
other purposes; as follows:

At the appropriate place in the bill, insert
the following new section:
SEC. . REVIEW OF CONTRACTS WITH STANDARD-

IZED CITIZENSHIP TEST CENTERS.
(a) IN GENERAL.—The Attorney General of

the United States shall investigate and sub-
mit a report to the Congress regarding the
practices of test centers authorized to ad-
minister the standardized citizenship test
pursuant to section 312.3(a) of title 8, Code of
Federal Regulations. The report shall in-
clude any findings of fraudulent practices by
the centers.

(b) PRELIMINARY AND FINAL REPORTS.—Not
later than 90 days after the date of the enact-
ment of this Act, the Attorney General shall
submit to the Congress a preliminary report
of the findings of the investigation con-
ducted pursuant to subsection (a) and shall
submit to the Congress a final report within

275 days after the submission of the prelimi-
nary report.

f

THE HEALTH INSURANCE REFORM
ACT OF 1996

KASSEBAUM (AND KENNEDY)
AMENDMENT NO. 3675

Mrs. KASSEBAUM (for herself and
Mr. KENNEDY) proposed an amendment
to the bill (S. 1028) to provide increased
access to health care benefits, to pro-
vide increased portability of health
care benefits, to provide increased se-
curity of health care benefits, to in-
crease the purchasing power of individ-
uals and small employers, and for other
purposes; as follows:

Strike out all after the enacting clause and
insert in lieu thereof the following:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Health Insurance Reform Act of 1996’’.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.
Sec. 2. Definitions.

TITLE I—HEALTH CARE ACCESS,
PORTABILITY, AND RENEWABILITY

Subtitle A—Group Market Rules

Sec. 101. Guaranteed availability of health
coverage.

Sec. 102. Guaranteed renewability of health
coverage.

Sec. 103. Portability of health coverage and
limitation on preexisting condi-
tion exclusions.

Sec. 104. Special enrollment periods.
Sec. 105. Disclosure of information.

Subtitle B—Individual Market Rules

Sec. 110. Individual health plan portability.
Sec. 111. Guaranteed renewability of individ-

ual health coverage.
Sec. 112. State flexibility in individual mar-

ket reforms.
Sec. 113. Definition.

Subtitle C—COBRA Clarifications

Sec. 121. COBRA clarifications.

Subtitle D—Private Health Plan Purchasing
Cooperatives

Sec. 131. Private health plan purchasing co-
operatives.

TITLE II—APPLICATION AND
ENFORCEMENT OF STANDARDS

Sec. 201. Applicability.
Sec. 202. Enforcement of standards.

TITLE III—MISCELLANEOUS PROVISIONS

Sec. 301. HMOs allowed to offer plans with
deductibles to individuals with
medical savings accounts.

Sec. 302. Health coverage availability study.
Sec. 303. Sense of the Committee concerning

medicare.
Sec. 304. Effective date.
Sec. 305. Severability.
SEC. 2. DEFINITIONS.

As used in this Act:
(1) BENEFICIARY.—The term ‘‘beneficiary’’

has the meaning given such term under sec-
tion 3(8) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002(8)).

(2) EMPLOYEE.—The term ‘‘employee’’ has
the meaning given such term under section
3(6) of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1002(6)).

(3) EMPLOYER.—The term ‘‘employer’’ has
the meaning given such term under section
3(5) of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1002(5)), except
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that such term shall include only employers
of two or more employees.

(4) EMPLOYEE HEALTH BENEFIT PLAN.—
(A) IN GENERAL.—The term ‘‘employee

health benefit plan’’ means any employee
welfare benefit plan, governmental plan, or
church plan (as defined under paragraphs (1),
(32), and (33) of section 3 of the Employee Re-
tirement Income Security Act of 1974 (29
U.S.C. 1002 (1), (32), and (33))), or any health
benefit plan under section 5(e) of the Peace
Corps Act (22 U.S.C. 2504(e)), that provides or
pays for health benefits (such as provider
and hospital benefits) for participants and
beneficiaries whether—

(i) directly;
(ii) through a group health plan offered by

a health plan issuer as defined in paragraph
(8); or

(iii) otherwise.
(B) RULE OF CONSTRUCTION.—An employee

health benefit plan shall not be construed to
be a group health plan, an individual health
plan, or a health plan issuer.

(C) ARRANGEMENTS NOT INCLUDED.—Such
term does not include the following, or any
combination thereof:

(i) Coverage only for accident, or disability
income insurance, or any combination there-
of.

(ii) Medicare supplemental health insur-
ance (as defined under section 1882(g)(1) of
the Social Security Act).

(iii) Coverage issued as a supplement to li-
ability insurance.

(iv) Liability insurance, including general
liability insurance and automobile liability
insurance.

(v) Workers compensation or similar insur-
ance.

(vi) Automobile medical payment insur-
ance.

(vii) Coverage for a specified disease or ill-
ness.

(viii) Hospital or fixed indemnity insur-
ance.

(ix) Short-term limited duration insur-
ance.

(x) Credit-only, dental-only, or vision-only
insurance.

(xi) A health insurance policy providing
benefits only for long-term care, nursing
home care, home health care, community-
based care, or any combination thereof.

(5) FAMILY.—
(A) IN GENERAL.—The term ‘‘family’’ means

an individual, the individual’s spouse, and
the child of the individual (if any).

(B) CHILD.—For purposes of subparagraph
(A), the term ‘‘child’’ means any individual
who is a child within the meaning of section
151(c)(3) of the Internal Revenue Code of 1986.

(6) GROUP HEALTH PLAN.—
(A) IN GENERAL.—The term ‘‘group health

plan’’ means any contract, policy, certificate
or other arrangement offered by a health
plan issuer to a group purchaser that pro-
vides or pays for health benefits (such as pro-
vider and hospital benefits) in connection
with an employee health benefit plan.

(B) ARRANGEMENTS NOT INCLUDED.—Such
term does not include the following, or any
combination thereof:

(i) Coverage only for accident, or disability
income insurance, or any combination there-
of.

(ii) Medicare supplemental health insur-
ance (as defined under section 1882(g)(1) of
the Social Security Act).

(iii) Coverage issued as a supplement to li-
ability insurance.

(iv) Liability insurance, including general
liability insurance and automobile liability
insurance.

(v) Workers compensation or similar insur-
ance.

(vi) Automobile medical payment insur-
ance.

(vii) Coverage for a specified disease or ill-
ness.

(viii) Hospital or fixed indemnity insur-
ance.

(ix) Short-term limited duration insur-
ance.

(x) Credit-only, dental-only, or vision-only
insurance.

(xi) A health insurance policy providing
benefits only for long-term care, nursing
home care, home health care, community-
based care, or any combination thereof.

(7) GROUP PURCHASER.—The term ‘‘group
purchaser’’ means any person (as defined
under paragraph (9) of section 3 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1002(9)) or entity that pur-
chases or pays for health benefits (such as
provider or hospital benefits) on behalf of
two or more participants or beneficiaries in
connection with an employee health benefit
plan. A health plan purchasing cooperative
established under section 131 shall not be
considered to be a group purchaser.

(8) HEALTH PLAN ISSUER.—The term
‘‘health plan issuer’’ means any entity that
is licensed (prior to or after the date of en-
actment of this Act) by a State to offer a
group health plan or an individual health
plan.

(9) PARTICIPANT.—The term ‘‘participant’’
has the meaning given such term under sec-
tion 3(7) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1002(7)).

(10) PLAN SPONSOR.—The term ‘‘plan spon-
sor’’ has the meaning given such term under
section 3(16)(B) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1002(16)(B)).

(11) SECRETARY.—The term ‘‘Secretary’’,
unless specifically provided otherwise,
means the Secretary of Labor.

(12) STATE.—The term ‘‘State’’ means each
of the several States, the District of Colum-
bia, Puerto Rico, the United States Virgin
Islands, Guam, American Samoa, and the
Commonwealth of the Northern Mariana Is-
lands.

TITLE I—HEALTH CARE ACCESS,
PORTABILITY, AND RENEWABILITY

Subtitle A—Group Market Rules
SEC. 101. GUARANTEED AVAILABILITY OF

HEALTH COVERAGE.
(a) IN GENERAL.—
(1) NONDISCRIMINATION.—Except as provided

in subsection (b), section 102 and section
103—

(A) a health plan issuer offering a group
health plan may not decline to offer whole
group coverage to a group purchaser desiring
to purchase such coverage; and

(B) an employee health benefit plan or a
health plan issuer offering a group health
plan may establish, under the terms of such
plan, eligibility, enrollment, or premium
contribution requirements for individual
participants or beneficiaries, except that
such requirements shall not be based on
health status, medical condition, claims ex-
perience, receipt of health care, medical his-
tory, evidence of insurability, genetic infor-
mation, or disability.

(2) HEALTH PROMOTION AND DISEASE PREVEN-
TION.—Nothing in this subsection shall pre-
vent an employee health benefit plan or a
health plan issuer from establishing pre-
mium discounts or modifying otherwise ap-
plicable copayments or deductibles in return
for adherence to programs of health pro-
motion and disease prevention.

(b) APPLICATION OF CAPACITY LIMITS.—
(1) IN GENERAL.—Subject to paragraph (2), a

health plan issuer offering a group health
plan may cease offering coverage to group
purchasers under the plan if—

(A) the health plan issuer ceases to offer
coverage to any additional group purchasers;
and

(B) the health plan issuer can demonstrate
to the applicable certifying authority (as de-
fined in section 202(d)), if required, that its
financial or provider capacity to serve pre-
viously covered participants and bene-
ficiaries (and additional participants and
beneficiaries who will be expected to enroll
because of their affiliation with a group pur-
chaser or such previously covered partici-
pants or beneficiaries) will be impaired if the
health plan issuer is required to offer cov-
erage to additional group purchasers.

Such health plan issuer shall be prohibited
from offering coverage after a cessation in
offering coverage under this paragraph for a
6-month period or until the health plan is-
suer can demonstrate to the applicable cer-
tifying authority (as defined in section
202(d)) that the health plan issuer has ade-
quate capacity, whichever is later.

(2) FIRST-COME-FIRST-SERVED.—A health
plan issuer offering a group health plan is
only eligible to exercise the limitations pro-
vided for in paragraph (1) if the health plan
issuer offers coverage to group purchasers
under such plan on a first-come-first-served
basis or other basis established by a State to
ensure a fair opportunity to enroll in the
plan and avoid risk selection.

(c) CONSTRUCTION.—
(1) MARKETING OF GROUP HEALTH PLANS.—

Nothing in this section shall be construed to
prevent a State from requiring health plan
issuers offering group health plans to ac-
tively market such plans.

(2) INVOLUNTARY OFFERING OF GROUP
HEALTH PLANS.—Nothing in this section shall
be construed to require a health plan issuer
to involuntarily offer group health plans in a
particular market or to require a health plan
issuer to involuntarily issue a group health
plan to a group health plan purchaser in a
particular market if the group health plan
was specifically designed for a different mar-
ket. For the purposes of this paragraph, the
term ‘‘market’’ means either the large em-
ployer market or the small employer market
(as defined under applicable State law, or if
not so defined, an employer with more than
one employee and not more than 50 employ-
ees).
SEC. 102. GUARANTEED RENEWABILITY OF

HEALTH COVERAGE.
(a) IN GENERAL.—
(1) GROUP PURCHASER.—Subject to sub-

sections (b) and (c), a group health plan shall
be renewed or continued in force by a health
plan issuer at the option of the group pur-
chaser, except that the requirement of this
subparagraph shall not apply in the case of—

(A) the nonpayment of premiums or con-
tributions by the group purchaser in accord-
ance with the terms of the group health plan
or where the health plan issuer has not re-
ceived timely premium payments;

(B) fraud or misrepresentation of material
fact on the part of the group purchaser;

(C) the termination of the group health
plan in accordance with subsection (b); or

(D) the failure of the group purchaser to
meet contribution or participation require-
ments in accordance with paragraph (3).

(2) PARTICIPANT.—Subject to subsections
(b) and (c), coverage under an employee
health benefit plan or group health plan
shall be renewed or continued in force, if the
group purchaser elects to continue to pro-
vide coverage under such plan, at the option
of the participant (or beneficiary where such
right exists under the terms of the plan or
under applicable law), except that the re-
quirement of this paragraph shall not apply
in the case of—

(A) the nonpayment of premiums or con-
tributions by the participant or beneficiary
in accordance with the terms of the em-
ployee health benefit plan or group health
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plan or where such plan has not received
timely premium payments;

(B) fraud or misrepresentation of material
fact on the part of the participant or bene-
ficiary relating to an application for cov-
erage or claim for benefits;

(C) the termination of the employee health
benefit plan or group health plan;

(D) loss of eligibility for continuation cov-
erage as described in part 6 of subtitle B of
title I of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1161 et seq.);
or

(E) failure of a participant or beneficiary
to meet requirements for eligibility for cov-
erage under an employee health benefit plan
or group health plan that are not prohibited
by this Act.

(3) RULES OF CONSTRUCTION.—Nothing in
this subsection, nor in section 101(a), shall be
construed to—

(A) preclude a health plan issuer from es-
tablishing employer contribution rules or
group participation rules for group health
plans as allowed under applicable State law;

(B) preclude a plan defined in section 3(37)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1102(37)) from es-
tablishing employer contribution rules or
group participation rules; or

(C) permit individuals to decline coverage
under an employee health benefit plan if
such right is not otherwise available under
such plan.

(b) TERMINATION OF GROUP HEALTH
PLANS.—

(1) PARTICULAR TYPE OF GROUP HEALTH
PLAN NOT OFFERED.—In any case in which a
health plan issuer decides to discontinue of-
fering a particular type of group health plan,
a group health plan of such type may be dis-
continued by the health plan issuer only if—

(A) the health plan issuer provides notice
to each group purchaser covered under a
group health plan of this type (and partici-
pants and beneficiaries covered under such
group health plan) of such discontinuation at
least 90 days prior to the date of the dis-
continuation of such plan;

(B) the health plan issuer offers to each
group purchaser covered under a group
health plan of this type, the option to pur-
chase any other group health plan currently
being offered by the health plan issuer; and

(C) in exercising the option to discontinue
a group health plan of this type and in offer-
ing one or more replacement plans, the
health plan issuer acts uniformly without re-
gard to the health status or insurability of
participants or beneficiaries covered under
the group health plan, or new participants or
beneficiaries who may become eligible for
coverage under the group health plan.

(2) DISCONTINUANCE OF ALL GROUP HEALTH
PLANS.—

(A) IN GENERAL.—In any case in which a
health plan issuer elects to discontinue of-
fering all group health plans in a State, a
group health plan may be discontinued by
the health plan issuer only if—

(i) the health plan issuer provides notice to
the applicable certifying authority (as de-
fined in section 202(d)) and to each group
purchaser (and participants and beneficiaries
covered under such group health plan) of
such discontinuation at least 180 days prior
to the date of the expiration of such plan;
and

(ii) all group health plans issued or deliv-
ered for issuance in the State are discon-
tinued and coverage under such plans is not
renewed.

(B) APPLICATION OF PROVISIONS.—The provi-
sions of this paragraph and paragraph (3)
may be applied separately by a health plan
issuer—

(i) to all group health plans offered to
small employers (as defined under applicable

State law, or if not so defined, an employer
with not more than 50 employees); or

(ii) to all other group health plans offered
by the health plan issuer in the State.

(3) PROHIBITION ON MARKET REENTRY.—In
the case of a discontinuation under para-
graph (2), the health plan issuer may not
provide for the issuance of any group health
plan in the market sector (as described in
paragraph (2)(B)) in which issuance of such
group health plan was discontinued in the
State involved during the 5-year period be-
ginning on the date of the discontinuation of
the last group health plan not so renewed.

(c) TREATMENT OF NETWORK PLANS.—
(1) GEOGRAPHIC LIMITATIONS.—A network

plan (as defined in paragraph (2)) may deny
continued participation under such plan to
participants or beneficiaries who neither
live, reside, nor work in an area in which
such network plan is offered, but only if such
denial is applied uniformly, without regard
to health status or the insurability of par-
ticular participants or beneficiaries.

(2) NETWORK PLAN.—As used in paragraph
(1), the term ‘‘network plan’’ means an em-
ployee health benefit plan or a group health
plan that arranges for the financing and de-
livery of health care services to participants
or beneficiaries covered under such plan, in
whole or in part, through arrangements with
providers.

(d) COBRA COVERAGE.—Nothing in sub-
section (a)(2)(E) or subsection (c) shall be
construed to affect any right to COBRA con-
tinuation coverage as described in part 6 of
subtitle B of title I of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1161 et seq.).
SEC. 103. PORTABILITY OF HEALTH COVERAGE

AND LIMITATION ON PREEXISTING
CONDITION EXCLUSIONS.

(a) IN GENERAL.—An employee health bene-
fit plan or a health plan issuer offering a
group health plan may, with respect to a
participant or beneficiary, impose a limita-
tion or exclusion of benefits, otherwise avail-
able under the terms of the plan only if—

(1) such limitation or exclusion is a limita-
tion or exclusion of benefits relating to the
treatment of a preexisting condition; and

(2) such limitation or exclusion extends for
a period of not more than 12 months after
the date of enrollment in the plan.

(b) CREDITING OF PREVIOUS QUALIFYING
COVERAGE.—

(1) IN GENERAL.—Subject to paragraph (4),
an employee health benefit plan or a health
plan issuer offering a group health plan shall
provide that if a participant or beneficiary is
in a period of previous qualifying coverage as
of the date of enrollment under such plan,
any period of exclusion or limitation of cov-
erage with respect to a preexisting condition
shall be reduced by 1 month for each month
in which the participant or beneficiary was
in the period of previous qualifying coverage.
With respect to a participant or beneficiary
described in subsection (e)(2)(A) who main-
tains continuous coverage, no limitation or
exclusion of benefits relating to treatment of
a preexisting condition may be applied to a
child within the child’s first 12 months of life
or within 12 months after the placement of a
child for adoption.

(2) DISCHARGE OF DUTY.—An employee
health benefit plan shall provide documenta-
tion of coverage to participants and bene-
ficiaries whose coverage is terminated under
the plan. Pursuant to regulations promul-
gated by the Secretary, the duty of an em-
ployee health benefit plan to verify previous
qualifying coverage with respect to a partici-
pant or beneficiary is effectively discharged
when such employee health benefit plan pro-
vides documentation to a participant or ben-
eficiary that includes the following informa-
tion:

(A) the dates that the participant or bene-
ficiary was covered under the plan; and

(B) the benefits and cost-sharing arrange-
ment available to the participant or bene-
ficiary under such plan.

An employee health benefit plan shall retain
the documentation provided to a participant
or beneficiary under subparagraphs (A) and
(B) for at least the 12-month period following
the date on which the participant or bene-
ficiary ceases to be covered under the plan.
Upon request, an employee health benefit
plan shall provide a second copy of such doc-
umentation to such participant or bene-
ficiary within the 12-month period following
the date of such ineligibility.

(3) DEFINITIONS.—As used in this section:
(A) PREVIOUS QUALIFYING COVERAGE.—The

term ‘‘previous qualifying coverage’’ means
the period beginning on the date—

(i) a participant or beneficiary is enrolled
under an employee health benefit plan or a
group health plan, and ending on the date
the participant or beneficiary is not so en-
rolled; or

(ii) an individual is enrolled under an indi-
vidual health plan (as defined in section 113)
or under a public or private health plan es-
tablished under Federal or State law, and
ending on the date the individual is not so
enrolled;

for a continuous period of more than 30 days
(without regard to any waiting period).

(B) LIMITATION OR EXCLUSION OF BENEFITS
RELATING TO TREATMENT OF A PREEXISTING
CONDITION.—The term ‘‘limitation or exclu-
sion of benefits relating to treatment of a
preexisting condition’’ means a limitation or
exclusion of benefits imposed on an individ-
ual based on a preexisting condition of such
individual.

(4) EFFECT OF PREVIOUS COVERAGE.—An em-
ployee health benefit plan or a health plan
issuer offering a group health plan may im-
pose a limitation or exclusion of benefits re-
lating to the treatment of a preexisting con-
dition, subject to the limits in subsection
(a), only to the extent that such service or
benefit was not previously covered under the
group health plan, employee health benefit
plan, or individual health plan in which the
participant or beneficiary was enrolled im-
mediately prior to enrollment in the plan in-
volved.

(c) LATE ENROLLEES.—Except as provided
in section 104, with respect to a participant
or beneficiary enrolling in an employee
health benefit plan or a group health plan
during a time that is other than the first op-
portunity to enroll during an enrollment pe-
riod of at least 30 days, coverage with re-
spect to benefits or services relating to the
treatment of a preexisting condition in ac-
cordance with subsections (a) and (b) may be
excluded, except the period of such exclusion
may not exceed 18 months beginning on the
date of coverage under the plan.

(d) AFFILIATION PERIODS.—With respect to
a participant or beneficiary who would oth-
erwise be eligible to receive benefits under
an employee health benefit plan or a group
health plan but for the operation of a pre-
existing condition limitation or exclusion, if
such plan does not utilize a limitation or ex-
clusion of benefits relating to the treatment
of a preexisting condition, such plan may im-
pose an affiliation period on such participant
or beneficiary not to exceed 60 days (or in
the case of a late participant or beneficiary
described in subsection (c), 90 days) from the
date on which the participant or beneficiary
would otherwise be eligible to receive bene-
fits under the plan. An employee health ben-
efit plan or a health plan issuer offering a
group health plan may also use alternative
methods to address adverse selection as ap-
proved by the applicable certifying authority
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(as defined in section 202(d)). During such an
affiliation period, the plan may not be re-
quired to provide health care services or ben-
efits and no premium shall be charged to the
participant or beneficiary.

(e) PREEXISTING CONDITION.—
(1) IN GENERAL.—For purposes of this sec-

tion, the term ‘‘preexisting condition’’
means a condition, regardless of the cause of
the condition, for which medical advice, di-
agnosis, care, or treatment was rec-
ommended or received within the 6-month
period ending on the day before the effective
date of the coverage (without regard to any
waiting period).

(2) BIRTH, ADOPTION AND PREGNANCY EX-
CLUDED.—The term ‘‘preexisting condition’’
does not apply to—

(A) an individual who, within 30 days of the
date of the birth or placement for adoption
of a child (as determined under section
609(c)(3)(B) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C.
1169(c)(3)(B)), was covered under the plan; or

(B) pregnancy.
(f) STATE FLEXIBILITY.—Nothing in this

section shall be construed to preempt State
laws that—

(1) require health plan issuers to impose a
limitation or exclusion of benefits relating
to the treatment of a preexisting condition
for periods that are shorter than those pro-
vided for under this section; or

(2) allow individuals, participants, and
beneficiaries to be considered to be in a pe-
riod of previous qualifying coverage if such
individual, participant, or beneficiary expe-
riences a lapse in coverage that is greater
than the 30-day period provided for under
subsection (b)(3); or

(3) require health plan issuers to have a
lookback period that is shorter than the pe-
riod described in subsection (e)(1);
unless such laws are preempted by section
514 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1144).
SEC. 104. SPECIAL ENROLLMENT PERIODS.

In the case of a participant, beneficiary or
family member who—

(1) through marriage, separation, divorce,
death, birth or placement of a child for adop-
tion, experiences a change in family com-
position affecting eligibility under a group
health plan, individual health plan, or em-
ployee health benefit plan;

(2) experiences a change in employment
status, as described in section 603(2) of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1163(2)), that causes the loss
of eligibility for coverage, other than
COBRA continuation coverage under a group
health plan, individual health plan, or em-
ployee health benefit plan; or

(3) experiences a loss of eligibility under a
group health plan, individual health plan, or
employee health benefit plan because of a
change in the employment status of a family
member;
each employee health benefit plan and each
group health plan shall provide for a special
enrollment period extending for a reasonable
time after such event that would permit the
participant to change the individual or fam-
ily basis of coverage or to enroll in the plan
if coverage would have been available to
such individual, participant, or beneficiary
but for failure to enroll during a previous en-
rollment period. Such a special enrollment
period shall ensure that a child born or
placed for adoption shall be deemed to be
covered under the plan as of the date of such
birth or placement for adoption if such child
is enrolled within 30 days of the date of such
birth or placement for adoption.
SEC. 105. DISCLOSURE OF INFORMATION.

(a) DISCLOSURE OF INFORMATION BY HEALTH
PLAN ISSUERS.—

(1) IN GENERAL.—In connection with the of-
fering of any group health plan to a small
employer (as defined under applicable State
law, or if not so defined, an employer with
not more than 50 employees), a health plan
issuer shall make a reasonable disclosure to
such employer, as part of its solicitation and
sales materials, of—

(A) the provisions of such group health
plan concerning the health plan issuer’s
right to change premium rates and the fac-
tors that may affect changes in premium
rates;

(B) the provisions of such group health
plan relating to renewability of coverage;

(C) the provisions of such group health
plan relating to any preexisting condition
provision; and

(D) descriptive information about the ben-
efits and premiums available under all group
health plans for which the employer is quali-
fied.

Information shall be provided to small em-
ployers under this paragraph in a manner de-
termined to be understandable by the aver-
age small employer, and shall be sufficiently
accurate and comprehensive to reasonably
inform small employers, participants and
beneficiaries of their rights and obligations
under the group health plan.

(2) EXCEPTION.—With respect to the re-
quirement of paragraph (1), any information
that is proprietary and trade secret informa-
tion under applicable law shall not be sub-
ject to the disclosure requirements of such
paragraph.

(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed to preempt State
reporting and disclosure requirements to the
extent that such requirements are not pre-
empted under section 514 of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1144).

(b) DISCLOSURE OF INFORMATION TO PARTICI-
PANTS AND BENEFICIARIES.—

(1) IN GENERAL.—Section 104(b)(1) of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1024(b)(1)) is amended in the
matter following subparagraph (B)—

(A) by striking ‘‘102(a)(1),’’ and inserting
‘‘102(a)(1) that is not a material reduction in
covered services or benefits provided,’’; and

(B) by adding at the end thereof the follow-
ing new sentences: ‘‘If there is a modifica-
tion or change described in section 102(a)(1)
that is a material reduction in covered serv-
ices or benefits provided, a summary descrip-
tion of such modification or change shall be
furnished to participants not later than 60
days after the date of the adoption of the
modification or change. In the alternative,
the plan sponsors may provide such descrip-
tion at regular intervals of not more than 90
days. The Secretary shall issue regulations
within 180 days after the date of enactment
of the Health Insurance Reform Act of 1996,
providing alternative mechanisms to deliv-
ery by mail through which employee health
benefit plans may notify participants of ma-
terial reductions in covered services or bene-
fits.’’.

(2) PLAN DESCRIPTION AND SUMMARY.—Sec-
tion 102(b) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1022(b))
is amended—

(A) by inserting ‘‘including the office or
title of the individual who is responsible for
approving or denying claims for coverage of
benefits’’ after ‘‘type of administration of
the plan’’;

(B) by inserting ‘‘including the name of the
organization responsible for financing
claims’’ after ‘‘source of financing of the
plan’’; and

(C) by inserting ‘‘including the office, con-
tact, or title of the individual at the Depart-
ment of Labor through which participants

may seek assistance or information regard-
ing their rights under this Act and the
Health Insurance Reform Act of 1996 with re-
spect to health benefits that are not offered
through a group health plan.’’ after ‘‘benefits
under the plan’’.

Subtitle B—Individual Market Rules
SEC. 110. INDIVIDUAL HEALTH PLAN PORT-

ABILITY.
(a) LIMITATION ON REQUIREMENTS.—
(1) IN GENERAL.—Except as provided in sub-

sections (c) and (d), a health plan issuer de-
scribed in paragraph (3) may not, with re-
spect to an eligible individual (described in
subsection (b)) desiring to enroll in an indi-
vidual health plan—

(A) decline to offer coverage to, or deny en-
rollment of, such individual; or

(B) impose a limitation or exclusion of
benefits, otherwise available under such
plan, for which coverage was available under
the group health plan or employee health
benefit plan in which the individual was pre-
viously enrolled.

(2) HEALTH PROMOTION AND DISEASE PREVEN-
TION.—Nothing in this subsection shall be
construed to prevent a health plan issuer of-
fering an individual health plan from estab-
lishing premium discounts or modifying oth-
erwise applicable copayments or deductibles
in return for adherence to programs of
health promotion or disease prevention.

(3) HEALTH PLAN ISSUER.—A health plan is-
suer described in this paragraph is a health
plan issuer that issues or renews individual
health plans.

(4) PREMIUMS.—Nothing in this subsection
shall be construed to affect the determina-
tion of a health plan issuer as to the amount
of the premium payable under an individual
health plan under applicable State law.

(b) DEFINITION OF ELIGIBLE INDIVIDUAL.—As
used in subsection (a)(1), the term ‘‘eligible
individual’’ means an individual who—

(1) was a participant or beneficiary en-
rolled under one or more group health plans
or employee health benefit plans for not less
than 18 months (without a lapse of more
than 30 days) immediately prior to the date
on which such individual applies for enroll-
ment in the individual health plan ;

(2) is not eligible for coverage under a
group health plan or an employee health
benefit plan;

(3) has not had coverage terminated under
a group health plan or employee health bene-
fit plan for failure to make required pre-
mium payments or contributions, or for
fraud or misrepresentation of material fact;
and

(4) has, if applicable, elected coverage and
exhausted the maximum period of coverage
as described in section 602(2)(A) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1162(2)(A)) or under a State
program providing an extension of such cov-
erage.

(c) APPLICATION OF CAPACITY LIMITS.—
(1) IN GENERAL.—Subject to paragraph (2), a

health plan issuer offering coverage to indi-
viduals under an individual health plan may
cease enrolling individuals under the plan
if—

(A) the health plan issuer ceases to enroll
any new individuals; and

(B) the health plan issuer can demonstrate
to the applicable certifying authority (as de-
fined in section 202(d)), if required, that its
financial or provider capacity to serve pre-
viously covered individuals will be impaired
if the health plan issuer is required to enroll
additional individuals.
Such a health plan issuer shall be prohibited
from offering coverage after a cessation in
offering coverage under this paragraph for a
6-month period or until the health plan is-
suer can demonstrate to the applicable cer-
tifying authority (as defined in section



CONGRESSIONAL RECORD — SENATES3638 April 18, 1996
202(d)) that the health plan issuer has ade-
quate capacity, whichever is later.

(2) FIRST-COME-FIRST-SERVED.—A health
plan issuer offering coverage to individuals
under an individual health plan is only eligi-
ble to exercise the limitations provided for
in paragraph (1) if the health plan issuer pro-
vides for enrollment of individuals under
such plan on a first-come-first-served basis
or other basis established by a State to en-
sure a fair opportunity to enroll in the plan
and avoid risk selection.

(d) MARKET REQUIREMENTS.—
(1) IN GENERAL.—The provisions of sub-

section (a) shall not be construed to require
that a health plan issuer offering group
health plans to group purchasers offer indi-
vidual health plans to individuals.

(2) CONVERSION POLICIES.—A health plan is-
suer offering group health plans to group
purchasers under this Act shall not be
deemed to be a health plan issuer offering an
individual health plan solely because such
health plan issuer offers a conversion policy.

(3) MARKETING OF PLANS.—Nothing in this
section shall be construed to prevent a State
from requiring health plan issuers offering
coverage to individuals under an individual
health plan to actively market such plan.

(4) CONSTRUCTION.—Nothing in this Act
shall be construed to require that a State re-
place or dissolve high risk pools or other
similar State mechanisms which are de-
signed to provide individuals in such State
with access to health benefits.
SEC. 111. GUARANTEED RENEWABILITY OF INDI-

VIDUAL HEALTH COVERAGE.
(a) IN GENERAL.—Subject to subsections (b)

and (c), coverage for individuals under an in-
dividual health plan shall be renewed or con-
tinued in force by a health plan issuer at the
option of the individual, except that the re-
quirement of this subsection shall not apply
in the case of—

(1) the nonpayment of premiums or con-
tributions by the individual in accordance
with the terms of the individual health plan
or where the health plan issuer has not re-
ceived timely premium payments;

(2) fraud or misrepresentation of material
fact on the part of the individual; or

(3) the termination of the individual health
plan in accordance with subsection (b).

(b) TERMINATION OF INDIVIDUAL HEALTH
PLANS.—

(1) PARTICULAR TYPE OF INDIVIDUAL HEALTH
PLAN NOT OFFERED.—In any case in which a
health plan issuer decides to discontinue of-
fering a particular type of individual health
plan to individuals, an individual health plan
may be discontinued by the health plan is-
suer only if—

(A) the health plan issuer provides notice
to each individual covered under the plan of
such discontinuation at least 90 days prior to
the date of the expiration of the plan;

(B) the health plan issuer offers to each in-
dividual covered under the plan the option to
purchase any other individual health plan
currently being offered by the health plan is-
suer to individuals; and

(C) in exercising the option to discontinue
the individual health plan and in offering
one or more replacement plans, the health
plan issuer acts uniformly without regard to
the health status or insurability of particu-
lar individuals.

(2) DISCONTINUANCE OF ALL INDIVIDUAL
HEALTH PLANS.—In any case in which a
health plan issuer elects to discontinue all
individual health plans in a State, an indi-
vidual health plan may be discontinued by
the health plan issuer only if—

(A) the health plan issuer provides notice
to the applicable certifying authority (as de-
fined in section 202(d)) and to each individual
covered under the plan of such discontinu-

ation at least 180 days prior to the date of
the discontinuation of the plan; and

(B) all individual health plans issued or de-
livered for issuance in the State are discon-
tinued and coverage under such plans is not
renewed.

(3) PROHIBITION ON MARKET REENTRY.—In
the case of a discontinuation under para-
graph (2), the health plan issuer may not
provide for the issuance of any individual
health plan in the State involved during the
5-year period beginning on the date of the
discontinuation of the last plan not so re-
newed.

(c) TREATMENT OF NETWORK PLANS.—
(1) GEOGRAPHIC LIMITATIONS.—A health

plan issuer which offers a network plan (as
defined in paragraph (2)) may deny continued
participation under the plan to individuals
who neither live, reside, nor work in an area
in which the individual health plan is of-
fered, but only if such denial is applied uni-
formly, without regard to health status or
the insurability of particular individuals.

(2) NETWORK PLAN.—As used in paragraph
(1), the term ‘‘network plan’’ means an indi-
vidual health plan that arranges for the fi-
nancing and delivery of health care services
to individuals covered under such health
plan, in whole or in part, through arrange-
ments with providers.
SEC. 112. STATE FLEXIBILITY IN INDIVIDUAL

MARKET REFORMS.
(a) ADOPTION OF ALTERNATIVE MECHA-

NISMS.—
(1) IN GENERAL.—A State, in accordance

with this section, may adopt alternative
mechanisms (public or private) that are de-
signed to provide access to affordable health
benefits for individuals meeting the require-
ments of sections 110(b) and 111 (such as
mechanisms providing for guaranteed issue,
open enrollment by one or more health plan
issuers, high-risk pools, mandatory conver-
sion policies, or any combination thereof).

(2) PROCEDURE FOR STATE ELECTION.—If, not
later than 6 months after the date of enact-
ment of this Act, the Governor of a State no-
tifies the Secretary of Health and Human
Services that—

(A) the State has adopted an alternative
mechanism that achieves the goals of sec-
tions 110 and 111; or

(B) the State intends to implement an al-
ternative mechanism that is designed to
achieve the goals of sections 110 and 111;

such State alternative mechanism shall, ex-
cept as provided in paragraphs (3) and (4),
apply in lieu of the standards described in
sections 110 and 111.

(3) NONAPPLICATION OF MECHANISM.—A
State alternative mechanism adopted under
paragraph (1) shall be presumed to achieve
the goals of sections 110 and 111 and shall
apply in lieu of such sections, unless the Sec-
retary of Health and Human Services, in con-
sultation with the Governor and Insurance
Commissioner or chief insurance regulatory
official of the State, finds that the State al-
ternative mechanism fails to—

(A) offer coverage to those individuals who
meet the requirements of sections 110(b) and
111;

(B) prohibit a limitation or exclusion of
benefits relating to treatment of a preexist-
ing condition that was covered under the
previous group health plan or employee
health benefit plan of an individual who
meets the requirements of sections 110(b) and
111;

(C) offer individuals who meet the require-
ments of sections 110(b) and 111 a choice of
individual health plans, including at least
one plan comparable to comprehensive plans
offered in the individual market in such
State or a plan comparable to a standard op-
tion plan available under the group or indi-

vidual health insurance laws of such State;
or

(D) except as provided in paragraph (4), im-
plement a risk spreading mechanism, cross
subsidy mechanism, risk adjustment mecha-
nism, rating limitation or other mechanism
(such as mechanisms described in the NAIC
Model Health Plan for Uninsurable Individ-
uals Act) designed to reduce the variation
among the cost of such plans and other indi-
vidual health plans offered by the carrier or
available in such State.

(4) CHOICE OF PLANS.—The Secretary of
Health and Human Services shall waive the
requirement in subparagraph (D) of para-
graph (3) with respect to a State if individ-
uals who meet the requirements of sections
110(b) and 111 in such State are provided with
a choice of all individual health plans other-
wise available in the individual market.

(5) FUTURE ADOPTION OF MECHANISMS.—With
respect to a State that implements an alter-
native mechanism under paragraph (1) after
the period referred to in paragraph (2)—

(A) the State shall provide notice to the
Secretary that such alternative mechanism
achieves the goals of sections 110 and 111;

(B) the State alternative mechanism shall
apply in lieu of sections 110 and 111;

(C) except as provided in subsections (d)
and (e), the Secretary may make a deter-
mination as provided for in paragraph (3);
and

(D) the procedures described in subsection
(c) shall apply.

(b) TIMEFRAME FOR SECRETARIAL DETER-
MINATION.—

(1) IN GENERAL.—With respect to a State
election under subsection (a)(2)(B), the Sec-
retary of Health and Human Services shall
not make a determination under subsection
(a)(3) until the expiration of the 12-month pe-
riod beginning on the date on which such no-
tification is made, or until January 1, 1998,
whichever is later.

(2) RULE APPLICABLE TO CERTAIN STATES.—
With respect to a State that makes an elec-
tion under subsection (a)(2)(B) and that has a
legislature that does not meet within the 12-
month period beginning on the date of enact-
ment of this Act, the Secretary of Health
and Human Services shall not make a deter-
mination under subsection (a) prior to Janu-
ary 1, 1999.

(c) NOTICE TO STATE.—If the Secretary of
Health and Human Services determines that
a State alternative mechanism fails to meet
the criteria described in subsection (a)(3), or
that such mechanism is no longer being im-
plemented, the Secretary of Health and
Human Services shall notify the Governor of
such State of such preliminary determina-
tion and permit the State a reasonable op-
portunity in which to modify the alternative
mechanism or to adopt another mechanism
that is designed to meet the goals of sections
110 and 111. If, after an opportunity to mod-
ify such State alternative mechanism, the
mechanism fails to meet the criteria de-
scribed in subsection (a)(3), the Secretary
shall notify the Governor of such State that
sections 110 and 111 shall apply in the State.

(d) ADOPTION OF NAIC MODEL.—If, not later
than 9 months after the date of enactment of
this Act—

(1) the National Association of Insurance
Commissioners (hereafter referred to as the
‘‘NAIC’’), through a process which the Sec-
retary of Health and Human Services deter-
mines has included consultation with rep-
resentatives of the insurance industry and
consumer groups, has adopted a model act or
acts including provisions addressing port-
ability from a group health plan or employee
health benefit plan into the individual
health insurance market; and

(2) the Secretary of Health and Human
Services determines, within 30 days of the
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adoption of such NAIC model act or acts,
that such act or acts comply with the goals
of sections 110 and 111;
a State that elects to adopt such model act
or acts shall be deemed to have met the re-
quirements of sections 110 and 111 and shall
not be subject to a determination under sub-
section (a)(3).

(e) STATE HIGH RISK POOLS DEEMED IN COM-
PLIANCE.—If the Governor of a State notifies
the Secretary of Health and Human Services
in a timeframe consistent with either sub-
section (a)(2) or (a)(5) that such State has a
high risk pool open to those individuals
meeting the requirements of sections 110(b)
and 111, that limits preexisting condition
waiting periods consistent with section
110(a)(1)(B) and that with respect to premium
rates and covered benefits is consistent with
standards included in the NAIC Model Health
Plan for Uninsurable Individuals Act, such
State high risk pool shall be deemed to have
met the requirements of sections 110 and 111
and shall not be subject to a determination
under subsection (a)(3).
SEC. 113. DEFINITION.

(a) IN GENERAL.—As used in this title, the
term ‘‘individual health plan’’ means any
contract, policy, certificate or other ar-
rangement offered to individuals by a health
plan issuer that provides or pays for health
benefits (such as provider and hospital bene-
fits) and that is not a group health plan
under section 2(6).

(b) ARRANGEMENTS NOT INCLUDED.—Such
term does not include the following, or any
combination thereof:

(1) Coverage only for accident, or disability
income insurance, or any combination there-
of.

(2) Medicare supplemental health insur-
ance (as defined under section 1882(g)(1) of
the Social Security Act).

(3) Coverage issued as a supplement to li-
ability insurance.

(4) Liability insurance, including general
liability insurance and automobile liability
insurance.

(5) Workers’ compensation or similar in-
surance.

(6) Automobile medical payment insur-
ance.

(7) Coverage for a specified disease or ill-
ness.

(8) Hospital or fixed indemnity insurance.
(9) Short-term limited duration insurance.
(10) Credit-only, dental-only, or vision-only

insurance.
(11) A health insurance policy providing

benefits only for long-term care, nursing
home care, home health care, community-
based care, or any combination thereof.

Subtitle C—COBRA Clarifications
SEC. 121. COBRA CLARIFICATIONS.

(a) PUBLIC HEALTH SERVICE ACT.—
(1) PERIOD OF COVERAGE.—Section 2202(2) of

the Public Health Service Act (42 U.S.C.
300bb-2(2)) is amended—

(A) in subparagraph (A)—
(i) by transferring the sentence imme-

diately preceding clause (iv) so as to appear
immediately following such clause (iv); and

(ii) in the last sentence (as so trans-
ferred)—

(I) by inserting ‘‘, or a beneficiary-family
member of the individual,’’ after ‘‘an individ-
ual’’; and

(II) by striking ‘‘at the time of a qualifying
event described in section 2203(2)’’ and in-
serting ‘‘at any time during the initial 18-
month period of continuing coverage under
this title’’;

(B) in subparagraph (D)(i), by inserting be-
fore ‘‘, or’’ the following: ‘‘, except that the
exclusion or limitation contained in this
clause shall not be considered to apply to a
plan under which a preexisting condition or

exclusion does not apply to an individual
otherwise eligible for continuation coverage
under this section because of the provision of
the Health Insurance Reform Act of 1996’’;
and

(C) in subparagraph (E), by striking ‘‘at
the time of a qualifying event described in
section 2203(2)’’ and inserting ‘‘at any time
during the initial 18-month period of con-
tinuing coverage under this title’’.

(2) NOTICES.—Section 2206(3) of the Public
Health Service Act (42 U.S.C. 300bb-6(3)) is
amended by striking ‘‘at the time of a quali-
fying event described in section 2203(2)’’ and
inserting ‘‘at any time during the initial 18-
month period of continuing coverage under
this title’’.

(3) BIRTH OR ADOPTION OF A CHILD.—Section
2208(3)(A) of the Public Health Service Act
(42 U.S.C. 300bb-8(3)(A)) is amended by adding
at the end thereof the following new flush
sentence:

‘‘Such term shall also include a child who is
born to or placed for adoption with the cov-
ered employee during the period of continued
coverage under this title.’’.

(b) EMPLOYEE RETIREMENT INCOME SECU-
RITY ACT OF 1974.—

(1) PERIOD OF COVERAGE.—Section 602(2) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1162(2)) is amended—

(A) in the last sentence of subparagraph
(A)—

(i) by inserting ‘‘, or a beneficiary-family
member of the individual,’’ after ‘‘an individ-
ual’’; and

(ii) by striking ‘‘at the time of a qualifying
event described in section 603(2)’’ and insert-
ing ‘‘at any time during the initial 18-month
period of continuing coverage under this
part’’;

(B) in subparagraph (D)(i), by inserting be-
fore ‘‘, or’’ the following: ‘‘, except that the
exclusion or limitation contained in this
clause shall not be considered to apply to a
plan under which a preexisting condition or
exclusion does not apply to an individual
otherwise eligible for continuation coverage
under this section because of the provision of
the Health Insurance Reform Act of 1996’’;
and

(C) in subparagraph (E), by striking ‘‘at
the time of a qualifying event described in
section 603(2)’’ and inserting ‘‘at any time
during the initial 18-month period of con-
tinuing coverage under this part’’.

(2) NOTICES.—Section 606(3) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1166(3)) is amended by striking
‘‘at the time of a qualifying event described
in section 603(2)’’ and inserting ‘‘at any time
during the initial 18-month period of con-
tinuing coverage under this part’’.

(3) BIRTH OR ADOPTION OF A CHILD.—Section
607(3)(A) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1167(3)) is
amended by adding at the end thereof the
following new flush sentence:

‘‘Such term shall also include a child who is
born to or placed for adoption with the cov-
ered employee during the period of continued
coverage under this part.’’.

(c) INTERNAL REVENUE CODE OF 1986.—
(1) PERIOD OF COVERAGE.—Section

4980B(f)(2)(B) of the Internal Revenue Code of
1986 is amended—

(A) in the last sentence of clause (i) by
striking ‘‘at the time of a qualifying event
described in paragraph (3)(B)’’ and inserting
‘‘at any time during the initial 18-month pe-
riod of continuing coverage under this sec-
tion’’;

(B) in clause (iv)(I), by inserting before ‘‘,
or’’ the following: ‘‘, except that the exclu-
sion or limitation contained in this sub-
clause shall not be considered to apply to a
plan under which a preexisting condition or

exclusion does not apply to an individual
otherwise eligible for continuation coverage
under this subsection because of the provi-
sion of the Health Insurance Reform Act of
1995’’; and

(C) in clause (v), by striking ‘‘at the time
of a qualifying event described in paragraph
(3)(B)’’ and inserting ‘‘at any time during the
initial 18-month period of continuing cov-
erage under this section’’.

(2) NOTICES.—Section 4980B(f)(6)(C) of the
Internal Revenue Code of 1986 is amended by
striking ‘‘at the time of a qualifying event
described in paragraph (3)(B)’’ and inserting
‘‘at any time during the initial 18-month pe-
riod of continuing coverage under this sec-
tion’’.

(3) BIRTH OR ADOPTION OF A CHILD.—Section
4980B(g)(1)(A) of the Internal Revenue Code
of 1986 is amended by adding at the end
thereof the following new flush sentence:

‘‘Such term shall also include a child who is
born to or placed for adoption with the cov-
ered employee during the period of continued
coverage under this section.’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to qualify-
ing events occurring on or after the date of
the enactment of this Act for plan years be-
ginning after December 31, 1997.

(e) NOTIFICATION OF CHANGES.—Not later
than 60 days prior to the date on which this
section becomes effective, each group health
plan (covered under title XXII of the Public
Health Service Act, part 6 of subtitle B of
title I of the Employee Retirement Income
Security Act of 1974, and section 4980B(f) of
the Internal Revenue Code of 1986) shall no-
tify each qualified beneficiary who has elect-
ed continuation coverage under such title,
part or section of the amendments made by
this section.
Subtitle D—Private Health Plan Purchasing

Cooperatives
SEC. 131. PRIVATE HEALTH PLAN PURCHASING

COOPERATIVES.
(a) DEFINITION.—As used in this Act, the

term ‘‘health plan purchasing cooperative’’
means a group of employees or a group of in-
dividuals and employers that, on a voluntary
basis and in accordance with this section,
form a cooperative for the purpose of pur-
chasing individual health plans or group
health plans offered by health plan issuers.

(b) CERTIFICATION.—
(1) REQUIREMENT.—If a group described in

subsection (a), desires to form a health plan
purchasing cooperative in accordance with
this section and such group appropriately
notifies the State and the Secretary of such
desire, the State, upon a determination that
such group meets the requirements of this
section, shall certify the group as a health
plan purchasing cooperative. The State shall
make a determination of whether such group
meets the requirements of this section in a
timely fashion and shall oversee the oper-
ations of such cooperative in order to ensure
continued compliance with the requirements
of this section. Each such cooperative shall
also be registered with the Secretary.

(2) STATE REFUSAL TO CERTIFY.—
(A) IN GENERAL.—If a State fails to imple-

ment a program for certifying health plan
purchasing cooperatives in accordance with
the standards under this Act, the Secretary
shall certify and oversee the operations of
such cooperatives in such State.

(B) EXCEPTION.—The Secretary shall not
certify a health plan purchasing cooperative
described in this section if, upon the submis-
sion of an application by the State to the
Secretary, the Secretary determines that
under a State law in effect on the date of en-
actment of this Act, all small employers
have a means readily available that en-
sures—
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(i) that individuals and employees have a

choice of multiple, unaffiliated health plan
issuers;

(ii) that health plan coverage is subject to
State premium rating requirements that are
not based on the factors described in sub-
section (f)(3) and that contains a mandatory
minimum loss ratio; and

(iii) that comparative health plan mate-
rials are disseminated consistent with sub-
section (e)(1)(D);
and that otherwise meets the objectives of
this Act.

(3) INTERSTATE COOPERATIVES.—For pur-
poses of this section, a health plan purchas-
ing cooperative operating in more than one
State shall be certified by the State in which
the cooperative is domiciled. States may
enter into cooperative agreements for the
purpose of overseeing the operation of such
cooperatives. For purposes of this sub-
section, a cooperative shall be considered to
be domiciled in the State in which most of
the members of the cooperative reside.

(c) BOARD OF DIRECTORS.—
(1) IN GENERAL.—Each health plan purchas-

ing cooperative shall be governed by a Board
of Directors that shall be responsible for en-
suring the performance of the duties of the
cooperative under this section. The Board
shall be composed of a broad cross-section of
representatives of employers, employees, and
individuals participating in the cooperative.

(2) LIMITATION ON COMPENSATION.—A health
plan purchasing cooperative may not provide
compensation to members of the Board of Di-
rectors. The cooperative may provide reim-
bursements to such members for the reason-
able and necessary expenses incurred by the
members in the performance of their duties
as members of the Board.

(d) MEMBERSHIP AND MARKETING AREA.—
(1) MEMBERSHIP.—A health plan purchasing

cooperative may establish limits on the
maximum size of employers who may be-
come members of the cooperative, and may
determine whether to permit individuals to
become members. Upon the establishment of
such membership requirements, the coopera-
tive shall, except as provided in subpara-
graph (B), accept all employers (or individ-
uals) residing within the area served by the
cooperative who meet such requirements as
members on a first come, first-served basis,
or on another basis established by the State
to ensure equitable access to the coopera-
tive.

(2) MARKETING AREA.—A State may estab-
lish rules regarding the geographic area that
must be served by health plan purchasing co-
operatives to ensure that cooperatives do not
discriminate on the basis of the health sta-
tus or insurability of the populations that
reside in the area served. A State may not
use such rules to arbitrarily limit the num-
ber of health plan purchasing cooperatives.

(e) DUTIES AND RESPONSIBILITIES.—
(1) IN GENERAL.—A health plan purchasing

cooperative shall—
(A) objectively evaluate potential health

plan issuers and enter into agreements with
multiple, unaffiliated health plan issuers, ex-
cept that the requirement of this subpara-
graph shall not apply in regions (such as re-
mote or frontier areas) in which compliance
with such requirement is not possible;

(B) enter into agreements with employers
and individuals who become members of the
cooperative;

(C) participate in any program of risk-ad-
justment or reinsurance, or any similar pro-
gram, that is established by the State;

(D) prepare and disseminate comparative
health plan materials (including information
about cost, quality, benefits, and other infor-
mation concerning group health plans and
individual health plans offered through the
cooperative);

(E) broadly solicit and actively market to
all eligible employers and individuals resid-
ing within the service area; and

(F) act as an ombudsman for group health
plan or individual health plan enrollees.

(2) PERMISSIBLE ACTIVITIES.—A health plan
purchasing cooperative may perform such
other functions as necessary to further the
purposes of this Act, including—

(A) collecting and distributing premiums
and performing other administrative func-
tions;

(B) collecting and analyzing surveys of en-
rollee satisfaction;

(C) charging membership fee to enrollees
(such fees may not be based on health status)
and charging participation fees to health
plan issuers;

(D) cooperating with (or accepting as mem-
bers) employers who provide health benefits
directly to participants and beneficiaries
only for the purpose of negotiating with pro-
viders; and

(E) negotiating with health care providers
and health plan issuers.

(f) LIMITATIONS ON COOPERATIVE ACTIVI-
TIES.—A health plan purchasing cooperative
shall not—

(1) perform any activity relating to the li-
censing of health plan issuers;

(2) assume financial risk directly or indi-
rectly on behalf of members of a health plan
purchasing cooperative relating to any group
health plan or individual health plan;

(3) establish eligibility, enrollment, or pre-
mium contribution requirements for individ-
ual participants or beneficiaries based on
health status, medical condition, claims ex-
perience, receipt of health care, medical his-
tory, evidence of insurability, genetic infor-
mation, or disability;

(4) operate on a for-profit or other basis
where the legal structure of the cooperative
permits profits to be made and not returned
to the members of the cooperative, except
that a for-profit health plan purchasing co-
operative may be formed by a nonprofit or-
ganization or organizations—

(A) in which membership in such organiza-
tion is not based on health status, medical
condition, claims experience, receipt of
health care, medical history, evidence of in-
surability, genetic information, or disabil-
ity; and

(B) that accepts as members all employers
or individuals on a first-come, first-served
basis, subject to any established limit on the
maximum size of an employer that may be-
come a member; or

(5) perform any other activities that con-
flict or are inconsistent with the perform-
ance of its duties under this Act.

(g) CONFLICT OF INTEREST.—
(1) PROHIBITION.—No individual, partner-

ship, or corporation shall serve on the board
of a health plan purchasing cooperative, be
employed by such a cooperative, receive
compensation from such a cooperative, or
initiate or finance such a cooperative if such
individual, partnership, or corporation—

(A) fails to discharge the duties and re-
sponsibilities of such individual, partnership
or corporation in a manner that is solely in
the interest of the members of the coopera-
tive; or

(B) derives personal benefit (other than in
the form of ordinary compensation received)
from the sale of, or has a financial interest
in, health plans, services or products sold by
or distributed through that cooperative.

(2) CONTRACTS WITH THIRD PARTIES.—Noth-
ing in paragraph (1) shall be construed to
prohibit the board of directors of a health
plan purchasing cooperative, or its officers,
at the initiative and under this direction of
the board, from contracting with third par-
ties to provide administrative, marketing,

consultive, or other services to the coopera-
tive.

(h) LIMITED PREEMPTION OF CERTAIN STATE
LAWS.—

(1) IN GENERAL.—With respect to a health
plan purchasing cooperative that meets the
requirements of this section, State fictitious
group laws shall be preempted.

(2) HEALTH PLAN ISSUERS.—
(A) RATING.—Except as provided in sub-

paragraph (B), a health plan issuer offering a
group health plan or individual health plan
through a health plan purchasing coopera-
tive that meets the requirements of this sec-
tion shall comply with all State rating re-
quirements that would otherwise apply if the
health plan were offered outside of the coop-
erative.

(B) EXCEPTION.—A State shall permit a
health plan issuer to reduce premium rates
negotiated with a health plan purchasing co-
operative that meets the requirements of
this section to reflect savings derived from
administrative costs, marketing costs, profit
margins, economies of scale, or other fac-
tors, except that any such reduction in pre-
mium rates may not be based on the health
status, demographic factors, industry type,
duration, or other indicators of health risk
of the members of the cooperative.

(C) BENEFITS.—Except as provided in sub-
paragraph (D), a health plan issuer offering a
group health plan or individual health plan
through a health plan purchasing coopera-
tive shall comply with all State mandated
benefit laws that require the offering of any
services, category of care, or services of any
class or type of provider.

(D) EXCEPTION.—In those States that have
enacted laws authorizing the issuance of al-
ternative benefit plans to small employers,
health plan issuers may offer such alter-
native benefit plans through a health plan
purchasing cooperative that meets the re-
quirements of this section.

(i) RULES OF CONSTRUCTION.—Nothing in
this section shall be construed to—

(1) require that a State organize, operate,
or otherwise create health plan purchasing
cooperatives;

(2) otherwise require the establishment of
health plan purchasing cooperatives;

(3) require individuals, plan sponsors, or
employers to purchase group health plans or
individual health plans through a health
plan purchasing cooperative;

(4) preempt a State from requiring licen-
sure for individuals who are involved in di-
rectly supplying advice or selling health
plans on behalf of a purchasing cooperative;

(5) require that a health plan purchasing
cooperative be the only type of purchasing
arrangement permitted to operate in a
State;

(6) confer authority upon a State that the
State would not otherwise have to regulate
health plan issuers or employee health bene-
fits plans;

(7) confer authority upon a State (or the
Federal Government) that the State (or Fed-
eral Government) would not otherwise have
to regulate group purchasing arrangements,
coalitions, association plans, or other simi-
lar entities that do not desire to become a
health plan purchasing cooperative in ac-
cordance with this section; or

(8) except as specifically provided other-
wise in this subsection, prevent the applica-
tion of State laws and regulations otherwise
applicable to health plan issuers offering
group health plans or individual health plans
through a health plan purchasing coopera-
tive.

(j) APPLICATION OF ERISA.—For purposes
of enforcement only, the requirements of
parts 4 and 5 of subtitle B of title I of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1101) shall apply to a health
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plan purchasing cooperative as if such plan
were an employee welfare benefit plan.

TITLE II—APPLICATION AND
ENFORCEMENT OF STANDARDS

SEC. 201. APPLICABILITY.
(a) CONSTRUCTION.—
(1) ENFORCEMENT.—
(A) IN GENERAL.—A requirement or stand-

ard imposed under this Act on a group health
plan or individual health plan offered by a
health plan issuer shall be deemed to be a re-
quirement or standard imposed on the health
plan issuer. Such requirements or standards
shall be enforced by the State insurance
commissioner for the State involved or the
official or officials designated by the State
to enforce the requirements of this Act. In
the case of a group health plan offered by a
health plan issuer in connection with an em-
ployee health benefit plan, the requirements
or standards imposed under this Act shall be
enforced with respect to the health plan is-
suer by the State insurance commissioner
for the State involved or the official or offi-
cials designated by the State to enforce the
requirements of this Act.

(B) LIMITATION.—Except as provided in sub-
section (c), the Secretary shall not enforce
the requirements or standards of this Act as
they relate to health plan issuers, group
health plans, or individual health plans. In
no case shall a State enforce the require-
ments or standards of this Act as they relate
to employee health benefit plans.

(2) PREEMPTION OF STATE LAW.—Nothing in
this Act shall be construed to prevent a
State from establishing, implementing, or
continuing in effect standards and require-
ments—

(A) not prescribed in this Act; or
(B) related to the issuance, renewal, or

portability of health insurance or the estab-
lishment or operation of group purchasing
arrangements, that are consistent with, and
are not in direct conflict with, this Act and
provide greater protection or benefit to par-
ticipants, beneficiaries or individuals.

(b) RULE OF CONSTRUCTION.—Nothing in
this Act shall be construed to affect or mod-
ify the provisions of section 514 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1144).

(c) CONTINUATION.—Nothing in this Act
shall be construed as requiring a group
health plan or an employee health benefit
plan to provide benefits to a particular par-
ticipant or beneficiary, to all participants or
beneficiaries, or to any class or group of par-
ticipants or beneficiaries, in excess of or
other than those provided under the terms of
such plan.
SEC. 202. ENFORCEMENT OF STANDARDS.

(a) HEALTH PLAN ISSUERS.—Each State
shall require that each group health plan and
individual health plan issued, sold, renewed,
offered for sale or operated in such State by
a health plan issuer meet the standards es-
tablished under this Act pursuant to an en-
forcement plan filed by the State with the
Secretary. A State shall submit such infor-
mation as required by the Secretary dem-
onstrating effective implementation of the
State enforcement plan.

(b) EMPLOYEE HEALTH BENEFIT PLANS.—
With respect to employee health benefit
plans, the Secretary shall enforce the reform
standards established under this Act in the
same manner as provided for under sections
502, 504, 506, and 510 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1132, 1134, 1136, and 1140). The civil penalties
contained in paragraphs (1) and (2) of section
502(c) of such Act (29 U.S.C. 1132(c)(1) and (2))
shall apply to any information required by
the Secretary to be disclosed and reported
under this section.

(c) FAILURE TO IMPLEMENT PLAN.—In the
case of the failure of a State to substantially

enforce the standards and requirements set
forth in this Act with respect to group
health plans and individual health plans as
provided for under the State enforcement
plan filed under subsection (a), the Sec-
retary, in consultation with the Secretary of
Health and Human Services, shall implement
an enforcement plan meeting the standards
of this Act in such State. In the case of a
State that fails to substantially enforce the
standards and requirements set forth in this
Act, each health plan issuer operating in
such State shall be subject to civil enforce-
ment as provided for under sections 502, 504,
506, and 510 of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1132,
1134, 1136, and 1140). The civil penalties con-
tained in paragraphs (1) and (2) of section
502(c) of such Act (29 U.S.C. 1132(c)(1) and (2))
shall apply to any information required by
the Secretary to be disclosed and reported
under this section.

(d) APPLICABLE CERTIFYING AUTHORITY.—As
used in this title, the term ‘‘applicable cer-
tifying authority’’ means, with respect to—

(1) health plan issuers, the State insurance
commissioner or official or officials des-
ignated by the State to enforce the require-
ments of this Act for the State involved; and

(2) an employee health benefit plan, the
Secretary.

(e) REGULATIONS.—The Secretary may pro-
mulgate such regulations as may be nec-
essary or appropriate to carry out this Act.

(f) TECHNICAL AMENDMENT.—Section 508 of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1138) is amended by in-
serting ‘‘and under the Health Insurance Re-
form Act of 1996’’ before the period.
TITLE III—MISCELLANEOUS PROVISIONS

SEC. 301. HMOS ALLOWED TO OFFER PLANS WITH
DEDUCTIBLES TO INDIVIDUALS
WITH MEDICAL SAVINGS ACCOUNTS.

(a) IN GENERAL.—Section 1301(b) of the
Public Health Service Act (42 U.S.C. 300e(b))
is amended by adding at the end the follow-
ing new paragraph:

‘‘(6)(A) If a member certifies that a medi-
cal savings account has been established for
the benefit of such member, a health mainte-
nance organization may, at the request of
such member reduce the basic health serv-
ices payment otherwise determined under
paragraph (1) by requiring the payment of a
deductible by the member for basic health
services.

‘‘(B) For purposes of this paragraph, the
term ‘medical savings account’ means an ac-
count which, by its terms, allows the deposit
of funds and the use of such funds and in-
come derived from the investment of such
funds for the payment of the deductible de-
scribed in subparagraph (A).’’.

(b) MEDICAL SAVINGS ACCOUNTS.—It is the
sense of the Committee on Labor and Human
Resources of the Senate that the establish-
ment of medical savings accounts, including
those defined in section 1301(b)(6)(B) of the
Public Health Service Act (42 U.S.C.
300e(b)(6)(B)), should be encouraged as part
of any health insurance reform legislation
passed by the Senate through the use of tax
incentives relating to contributions to, the
income growth of, and the qualified use of,
such accounts.

(c) SENSE OF THE SENATE.—It is the sense
of the Senate that the Congress should take
measures to further the purposes of this Act,
including any necessary changes to the In-
ternal Revenue Code of 1986 to encourage
groups and individuals to obtain health cov-
erage, and to promote access, equity, port-
ability, affordability, and security of health
benefits.
SEC. 302. HEALTH COVERAGE AVAILABILITY

STUDY.
(a) IN GENERAL.—The Secretary of Health

and Human Services, in consultation with

the Secretary, representatives of State offi-
cials, consumers, and other representatives
of individuals and entities that have exper-
tise in health insurance and employee bene-
fits, shall conduct a two-part study, and pre-
pare and submit reports, in accordance with
this section.

(b) EVALUATION OF AVAILABILITY.—Not
later than January 1, 1998, the Secretary of
Health and Human Services shall prepare
and submit to the appropriate committees of
Congress a report, concerning—

(1) an evaluation, based on the experience
of States, expert opinions, and such addi-
tional data as may be available, of the var-
ious mechanisms used to ensure the avail-
ability of reasonably priced health coverage
to employers purchasing group coverage and
to individuals purchasing coverage on a non-
group basis; and

(2) whether standards that limit the vari-
ation in premiums will further the purposes
of this Act.

(c) EVALUATION OF EFFECTIVENESS.—Not
later than January 1, 1999, the Secretary of
Health and Human Services shall prepare
and submit to the appropriate committees of
Congress a report, concerning the effective-
ness of the provisions of this Act and the
various State laws, in ensuring the availabil-
ity of reasonably priced health coverage to
employers purchasing group coverage and in-
dividuals purchasing coverage on a non-
group basis.
SEC. 303. SENSE OF THE COMMITTEE CONCERN-

ING MEDICARE.
(a) FINDINGS.—The Committee on Labor

and Human Resources of the Senate finds
that the Public Trustees of Medicare con-
cluded in their 1995 Annual Report that—

(1) the Medicare program is clearly
unsustainable in its present form;

(2) ‘‘the Hospital Insurance Trust Fund,
which pays inpatient hospital expenses, will
be able to pay benefits for only about 7 years
and is severely out of financial balance in
the long range’’; and

(3) the Public Trustees ‘‘strongly rec-
ommend that the crisis presented by the fi-
nancial condition of the Medicare trust fund
be urgently addressed on a comprehensive
basis, including a review of the programs’s
financing methods, benefit provisions, and
delivery mechanisms’’.

(b) SENSE OF THE COMMITTEE.—It is the
Sense of the Committee on Labor and
Human Resources of the Senate that the
Senate should take measures necessary to
reform the Medicare program, to provide in-
creased choice for seniors, and to respond to
the findings of the Public Trustees by pro-
tecting the short-term solvency and long-
term sustainability of the Medicare pro-
gram.
SEC. 304. EFFECTIVE DATE.

Except as otherwise provided for in this
Act, the provisions of this Act shall apply as
follows:

(1) With respect to group health plans,
such provisions shall apply to plans offered,
sold, issued, renewed, in effect, or operated
on or after January 1, 1997.

(2) With respect to individual health plans,
such provisions shall apply to plans offered,
sold, issued, renewed, in effect, or operated
on or after the date that is 6 months after
the date of enactment of this Act, or Janu-
ary 1, 1997, whichever is later.

(3) With respect to employee health benefit
plans, such provisions shall apply to such
plans on the first day of the first plan year
beginning on or after January 1, 1997.
SEC. 305. SEVERABILITY.

If any provision of this Act or the applica-
tion of such provision to any person or cir-
cumstance is held to be unconstitutional,
the remainder of this Act and the applica-
tion of the provisions of such to any person
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or circumstance shall not be affected there-
by.

DOLE (AND OTHERS) AMENDMENT
NO. 3676

Mr. DOLE (for himself, Mr. ROTH, Mr.
NICKLES, Mr. PRESSLER, Mr. LOTT, Mr.
CRAIG, Mr. MCCONNELL, Mr.
COVERDELL, Mr. GRASSLEY, Mr.
D’AMATO, Mr. GREGG, Mr. SANTORUM,
Mr. SHELBY, Mr. FAIRCLOTH, Mr.
GRAMS, and Mr. WARNER) proposed an
amendment to amendment No. 3675
proposed by Mrs. KASSEBAUM to the bill
S. 1028, supra; as follows:

At the end, add the following new titles:
TITLE IV—TAX-RELATED HEALTH

PROVISIONS
SEC. 400. SHORT TITLE; AMENDMENT OF 1986

CODE; TABLE OF CONTENTS.
(a) SHORT TITLE.—This title may be cited

as the ‘‘Health Insurance and Long-Term
Care Affordability Act of 1996’’.

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

(c) TABLE OF CONTENTS.—
TITLE IV—TAX-RELATED HEALTH

PROVISIONS
Sec. 400. Short title; amendment of 1986

Code; table of contents.
Subtitle A—Increase in Deduction for Health

Insurance Costs of Self-Employed Individ-
uals

Sec. 401. Increase in self-employed individ-
uals’ deduction for health in-
surance costs.

Subtitle B—Long-Term Care Provisions
CHAPTER 1—LONG-TERM CARE SERVICES AND

CONTRACTS

SUBCHAPTER A—GENERAL PROVISIONS

Sec. 411. Treatment of long-term care insur-
ance.

Sec. 412. Qualified long-term care services
treated as medical care.

Sec. 413. Certain exchanges of life insurance
contracts for qualified long-
term care insurance contracts
not taxable.

Sec. 414. Exception from penalty tax for
amounts withdrawn from cer-
tain retirement plans for quali-
fied long-term care insurance.

Sec. 415. Reporting requirements.
SUBCHAPTER B—CONSUMER PROTECTION

PROVISIONS

Sec. 421. Policy requirements.
Sec. 422. Requirements for issuers of long-

term care insurance policies.
Sec. 423. Coordination with State require-

ments.
Sec. 424. Effective dates.

CHAPTER 2—TREATMENT OF ACCELERATED
DEATH BENEFITS

Sec. 431. Treatment of accelerated death
benefits by recipient.

Sec. 432. Tax treatment of companies issu-
ing qualified accelerated death
benefit riders.

Subtitle C—Medical Savings Accounts
Sec. 441. Medical savings accounts.

Subtitle D—High-Risk Pools
Sec. 451. Exemption from income tax for

State-sponsored organizations
providing health coverage for
high-risk individuals.

Subtitle E—Penalty-Free IRA Distributions
Sec. 461. Distributions from certain plans

may be used without penalty to
pay financially devastating
medical expenses.

Subtitle F—Revenue Offsets
CHAPTER 1—TREATMENT OF INDIVIDUALS WHO

EXPATRIATE

Sec. 471. Revision of tax rules on expatria-
tion.

Sec. 472. Information on individuals expatri-
ating.

Sec. 473. Report on tax compliance by Unit-
ed States citizens and residents
living abroad.

CHAPTER 2—REPEAL OF BAD DEBT RESERVE
METHOD FOR THRIFT SAVINGS ASSOCIATIONS

Sec. 481. Repeal of bad debt reserve method
for thrift savings associations.

CHAPTER 3—REFORM OF THE EARNED INCOME
CREDIT

Sec. 491. Earned income credit denied to in-
dividuals not authorized to be
employed in the United States.

CHAPTER 4—COMPANY-OWNED INSURANCE

Sec. 495. Denial of deduction for interest on
loans with respect to company-
owned insurance.

Subtitle A—Increase in Deduction for Health
Insurance Costs of Self-Employed Individuals
SEC. 401. INCREASE IN SELF-EMPLOYED INDIVID-

UALS’ DEDUCTION FOR HEALTH IN-
SURANCE COSTS.

(a) IN GENERAL.—Section 162(l) (relating to
special rules for health insurance costs of
self-employed individuals) is amended—

(1) by striking ‘‘30 percent’’ in paragraph
(1) and inserting ‘‘the applicable percent-
age’’, and

(2) by adding at the end the following new
paragraph:

‘‘(6) APPLICABLE PERCENTAGE.—For pur-
poses of this subsection, the term ‘applicable
percentage’ means the percentage deter-
mined in accordance with the following
table:

‘‘In the case of tax-
able years begin-
ning in:

The applicable
percentage is:

1997 .................................................. 35
1998 .................................................. 40
1999 .................................................. 45
2000 .................................................. 50
2001 .................................................. 55
2002 .................................................. 60
2003 .................................................. 65
2004 .................................................. 70
2005 .................................................. 75
2006 and thereafter .......................... 80.’’
(b) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 1996.

Subtitle B—Long-Term Care Provisions
CHAPTER 1—LONG-TERM CARE SERVICES

AND CONTRACTS
Subchapter A—General Provisions

SEC. 411. TREATMENT OF LONG-TERM CARE IN-
SURANCE.

(a) GENERAL RULE.—Chapter 79 (relating to
definitions) is amended by inserting after
section 7702A the following new section:
‘‘SEC. 7702B. TREATMENT OF QUALIFIED LONG-

TERM CARE INSURANCE.
‘‘(a) IN GENERAL.—For purposes of this

title—
‘‘(1) a qualified long-term care insurance

contract shall be treated as an accident and
health insurance contract,

‘‘(2) amounts (other than policyholder divi-
dends, as defined in section 808, or premium
refunds) received under a qualified long-term
care insurance contract shall be treated as

amounts received for personal injuries and
sickness and shall be treated as reimburse-
ment for expenses actually incurred for med-
ical care (as defined in section 213(d)),

‘‘(3) any plan of an employer providing cov-
erage under a qualified long-term care insur-
ance contract shall be treated as an accident
and health plan with respect to such cov-
erage,

‘‘(4) except as provided in subsection (e)(3),
amounts paid for a qualified long-term care
insurance contract providing the benefits de-
scribed in subsection (b)(2)(A) shall be treat-
ed as payments made for insurance for pur-
poses of section 213(d)(1)(D), and

‘‘(5) a qualified long-term care insurance
contract shall be treated as a guaranteed re-
newable contract subject to the rules of sec-
tion 816(e).

‘‘(b) QUALIFIED LONG-TERM CARE INSUR-
ANCE CONTRACT.—For purposes of this title—

‘‘(1) IN GENERAL.—The term ‘qualified long-
term care insurance contract’ means any in-
surance contract if—

‘‘(A) the only insurance protection pro-
vided under such contract is coverage of
qualified long-term care services,

‘‘(B) such contract does not pay or reim-
burse expenses incurred for services or items
to the extent that such expenses are reim-
bursable under title XVIII of the Social Se-
curity Act or would be so reimbursable but
for the application of a deductible or coin-
surance amount,

‘‘(C) such contract is guaranteed renew-
able,

‘‘(D) such contract does not provide for a
cash surrender value or other money that
can be—

‘‘(i) paid, assigned, or pledged as collateral
for a loan, or

‘‘(ii) borrowed,

other than as provided in subparagraph (E)
or paragraph (2)(C), and

‘‘(E) all refunds of premiums, and all pol-
icyholder dividends or similar amounts,
under such contract are to be applied as a re-
duction in future premiums or to increase fu-
ture benefits.

‘‘(2) SPECIAL RULES.—
‘‘(A) PER DIEM, ETC. PAYMENTS PER-

MITTED.—A contract shall not fail to be de-
scribed in subparagraph (A) or (B) of para-
graph (1) by reason of payments being made
on a per diem or other periodic basis without
regard to the expenses incurred during the
period to which the payments relate.

‘‘(B) SPECIAL RULES RELATING TO MEDI-
CARE.—

‘‘(i) Paragraph (1)(B) shall not apply to ex-
penses which are reimbursable under title
XVIII of the Social Security Act only as a
secondary payor.

‘‘(ii) No provision of law shall be construed
or applied so as to prohibit the offering of a
qualified long-term care insurance contract
on the basis that the contract coordinates
its benefits with those provided under such
title.

‘‘(C) REFUNDS OF PREMIUMS.—Paragraph
(1)(E) shall not apply to any refund on the
death of the insured, or on a complete sur-
render or cancellation of the contract, which
cannot exceed the aggregate premiums paid
under the contract. Any refund on a com-
plete surrender or cancellation of the con-
tract shall be includible in gross income to
the extent that any deduction or exclusion
was allowable with respect to the premiums.

‘‘(c) QUALIFIED LONG-TERM CARE SERV-
ICES.—For purposes of this section—

‘‘(1) IN GENERAL.—The term ‘qualified long-
term care services’ means necessary diag-
nostic, preventive, therapeutic, curing,
treating, mitigating, and rehabilitative serv-
ices, and maintenance or personal care serv-
ices, which—
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‘‘(A) are required by a chronically ill indi-

vidual, and
‘‘(B) are provided pursuant to a plan of

care prescribed by a licensed health care
practitioner.

‘‘(2) CHRONICALLY ILL INDIVIDUAL.—
‘‘(A) IN GENERAL.—The term ‘chronically

ill individual’ means any individual who has
been certified by a licensed health care prac-
titioner as—

‘‘(i) being unable to perform (without sub-
stantial assistance from another individual)
at least 2 activities of daily living for a pe-
riod of at least 90 days due to a loss of func-
tional capacity,

‘‘(ii) having a level of disability similar (as
determined by the Secretary in consultation
with the Secretary of Health and Human
Services) to the level of disability described
in clause (i), or

‘‘(iii) requiring substantial supervision to
protect such individual from threats to
health and safety due to severe cognitive im-
pairment.

Such term shall not include any individual
otherwise meeting the requirements of the
preceding sentence unless within the preced-
ing 12-month period a licensed health care
practitioner has certified that such individ-
ual meets such requirements.

‘‘(B) ACTIVITIES OF DAILY LIVING.—For pur-
poses of subparagraph (A), each of the follow-
ing is an activity of daily living:

‘‘(i) Eating.
‘‘(ii) Toileting.
‘‘(iii) Transferring.
‘‘(iv) Bathing.
‘‘(v) Dressing.
‘‘(vi) Continence.

Nothing in this section shall be construed to
require a contract to take into account all of
the preceding activities of daily living.

‘‘(3) MAINTENANCE OR PERSONAL CARE SERV-
ICES.—The term ‘maintenance or personal
care services’ means any care the primary
purpose of which is the provision of needed
assistance with any of the disabilities as a
result of which the individual is a chron-
ically ill individual (including the protection
from threats to health and safety due to se-
vere cognitive impairment).

‘‘(4) LICENSED HEALTH CARE PRACTITIONER.—
The term ‘licensed health care practitioner’
means any physician (as defined in section
1861(r)(1) of the Social Security Act (42
U.S.C. 1395x(r)(1)) and any registered profes-
sional nurse, licensed social worker, or other
individual who meets such requirements as
may be prescribed by the Secretary.

‘‘(d) AGGREGATE PAYMENTS IN EXCESS OF
LIMITS.—

‘‘(1) IN GENERAL.—If the aggregate amount
of periodic payments under all qualified
long-term care insurance contracts with re-
spect to an insured for any period exceeds
the dollar amount in effect for such period
under paragraph (3), such excess payments
shall be treated as made for qualified long-
term care services only to the extent of the
costs incurred by the payee (not otherwise
compensated for by insurance or otherwise)
for qualified long-term care services pro-
vided during such period for such insured.

‘‘(2) PERIODIC PAYMENTS.—For purposes of
paragraph (1), the term ‘periodic payment’
means any payment (whether on a periodic
basis or otherwise) made without regard to
the extent of the costs incurred by the payee
for qualified long-term care services.

‘‘(3) DOLLAR AMOUNT.—The dollar amount
in effect under this subsection shall be $175
per day (or the equivalent amount in the
case of payments on another periodic basis).

‘‘(4) INFLATION ADJUSTMENT.—In the case of
a calendar year after 1997, the dollar amount
contained in paragraph (3) shall be increased
at the same time and in the same manner as

amounts are increased pursuant to section
213(d)(11).

‘‘(e) TREATMENT OF COVERAGE PROVIDED AS
PART OF A LIFE INSURANCE CONTRACT.—Ex-
cept as otherwise provided in regulations
prescribed by the Secretary, in the case of
any long-term care insurance coverage
(whether or not qualified) provided by a rider
on or as a part of a life insurance contract—

‘‘(1) IN GENERAL.—This section shall apply
as if the portion of the contract providing
such coverage is a separate contract.

‘‘(2) APPLICATION OF 7702.—Section 7702(c)(2)
(relating to the guideline premium limita-
tion) shall be applied by increasing the
guideline premium limitation with respect
to a life insurance contract, as of any date—

‘‘(A) by the sum of any charges (but not
premium payments) against the life insur-
ance contract’s cash surrender value (within
the meaning of section 7702(f)(2)(A)) for such
coverage made to that date under the con-
tract, less

‘‘(B) any such charges the imposition of
which reduces the premiums paid for the
contract (within the meaning of section
7702(f)(1)).

‘‘(3) APPLICATION OF SECTION 213.—No deduc-
tion shall be allowed under section 213(a) for
charges against the life insurance contract’s
cash surrender value described in paragraph
(2), unless such charges are includible in in-
come as a result of the application of section
72(e)(10) and the rider is a qualified long-
term care insurance contract under sub-
section (b).

‘‘(4) PORTION DEFINED.—For purposes of
this subsection, the term ‘portion’ means
only the terms and benefits under a life in-
surance contract that are in addition to the
terms and benefits under the contract with-
out regard to the coverage under a qualified
long-term care insurance contract.’’

(b) RESERVE METHOD.—Clause (iii) of sec-
tion 807(d)(3)(A) is amended by inserting
‘‘(other than a qualified long-term care in-
surance contract, as defined in section
7702B(b))’’ after ‘‘insurance contract’’.

(c) LONG-TERM CARE INSURANCE NOT PER-
MITTED UNDER CAFETERIA PLANS OR FLEXIBLE
SPENDING ARRANGEMENTS.—

(1) CAFETERIA PLANS.—Section 125(f) is
amended by adding at the end the following
new sentence: ‘‘Such term shall not include
any long-term care insurance contract (as
defined in section 4980C).’’

(2) FLEXIBLE SPENDING ARRANGEMENTS.—
The text of section 106 (relating to contribu-
tions by employer to accident and health
plans) is amended to read as follows:

‘‘(a) GENERAL RULE.—Except as otherwise
provided in this section, gross income of an
employee does not include employer-pro-
vided coverage under an accident or health
plan.

‘‘(b) INCLUSION OF LONG-TERM CARE BENE-
FITS PROVIDED THROUGH FLEXIBLE SPENDING
ARRANGEMENTS.—

‘‘(1) IN GENERAL.—Effective on and after
January 1, 1997, gross income of an employee
shall include employer-provided coverage for
qualified long-term care services (as defined
in section 7702B(c)) to the extent that such
coverage is provided through a flexible
spending or similar arrangement.

‘‘(2) FLEXIBLE SPENDING ARRANGEMENT.—
For purposes of this subsection, a flexible
spending arrangement is a benefit program
which provides employees with coverage
under which—

‘‘(A) specified incurred expenses may be re-
imbursed (subject to reimbursement maxi-
mums and other reasonable conditions), and

‘‘(B) the maximum amount of reimburse-
ment which is reasonably available to a par-
ticipant for such coverage is less than 500
percent of the value of such coverage.

In the case of an insured plan, the maximum
amount reasonably available shall be deter-
mined on the basis of the underlying cov-
erage.’’

(d) CONTINUATION COVERAGE EXCISE TAX
NOT TO APPLY.—Subsection (f) of section
4980B is amended by adding at the end the
following new paragraph:

‘‘(9) CONTINUATION OF LONG-TERM CARE COV-
ERAGE NOT REQUIRED.—A group health plan
shall not be treated as failing to meet the re-
quirements of this subsection solely by rea-
son of failing to provide coverage under any
qualified long-term care insurance contract
(as defined in section 7702B(b)).’’

(e) AMOUNTS PAID TO SPOUSE OR RELATIVES
TREATED AS NOT PAID FOR MEDICAL CARE.—
Section 213(d) is amended by adding at the
end the following new paragraph:

‘‘(10) CERTAIN PAYMENTS TO SPOUSE OR REL-
ATIVES TREATED AS NOT PAID FOR MEDICAL
CARE.—An amount paid for a qualified long-
term care service (as defined in section
7702B(c)) provided to an individual shall be
treated as not paid for medical care if such
service is provided—

‘‘(A) by the spouse of the individual or a
relative (directly or through a partnership,
corporation, or other entity) unless the
spouse or relative is a licensed professional
with respect to such services, or

‘‘(B) by a corporation or partnership which
is related (within the meaning of section
267(b) or 707(b)) to the individual.

For purposes of this paragraph, the term
‘relative’ means an individual bearing a rela-
tionship to the individual which is described
in any of paragraphs (1) through (8) of sec-
tion 152(a). This paragraph shall not apply
for purposes of section 105(b) with respect to
reimbursements through insurance.’’

(f) CLERICAL AMENDMENT.—The table of
sections for chapter 79 is amended by insert-
ing after the item relating to section 7702A
the following new item:

‘‘Sec. 7702B. Treatment of qualified long-
term care insurance.’’.

(g) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to contracts issued
after December 31, 1996.

(2) CONTINUATION OF EXISTING POLICIES.—In
the case of any contract issued before Janu-
ary 1, 1997, which met the long-term care in-
surance requirements of the State in which
the contract was issued at the time the con-
tract was issued—

(A) such contract shall be treated for pur-
poses of the Internal Revenue Code of 1986 as
a qualified long-term care insurance con-
tract (as defined in section 7702B(b) of such
Code), and

(B) services provided under, or reimbursed
by, such contract shall be treated for such
purposes as qualified long-term care services
(as defined in section 7702B(c) of such Code).

(3) EXCHANGES OF EXISTING POLICIES.—If,
after the date of enactment of this Act and
before January 1, 1998, a contract providing
for long-term care insurance coverage is ex-
changed solely for a qualified long-term care
insurance contract (as defined in section
7702B(b) of such Code), no gain or loss shall
be recognized on the exchange. If, in addition
to a qualified long-term care insurance con-
tract, money or other property is received in
the exchange, then any gain shall be recog-
nized to the extent of the sum of the money
and the fair market value of the other prop-
erty received. For purposes of this para-
graph, the cancellation of a contract provid-
ing for long-term care insurance coverage
and reinvestment of the cancellation pro-
ceeds in a qualified long-term care insurance
contract within 60 days thereafter shall be
treated as an exchange.
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(4) ISSUANCE OF CERTAIN RIDERS PER-

MITTED.—For purposes of applying sections
101(f), 7702, and 7702A of the Internal Revenue
Code of 1986 to any contract—

(A) the issuance of a rider which is treated
as a qualified long-term care insurance con-
tract under section 7702B, and

(B) the addition of any provision required
to conform any other long-term care rider to
be so treated,
shall not be treated as a modification or ma-
terial change of such contract.
SEC. 412. QUALIFIED LONG-TERM CARE SERV-

ICES TREATED AS MEDICAL CARE.
(a) GENERAL RULE.—Paragraph (1) of sec-

tion 213(d) (defining medical care) is amend-
ed by striking ‘‘or’’ at the end of subpara-
graph (B), by redesignating subparagraph (C)
as subparagraph (D), and by inserting after
subparagraph (B) the following new subpara-
graph:

‘‘(C) for qualified long-term care services
(as defined in section 7702B(c)), or’’.

(b) TECHNICAL AMENDMENTS.—
(1) Subparagraph (D) of section 213(d)(1) (as

redesignated by subsection (a)) is amended
by striking ‘‘subparagraphs (A) and (B)’’ and
inserting ‘‘subparagraphs (A), (B), and (C)’’.

(2)(A) Paragraph (1) of section 213(d) is
amended by adding at the end the following
new flush sentence:
‘‘In the case of a qualified long-term care in-
surance contract (as defined in section
7702B(b)), only eligible long-term care pre-
miums (as defined in paragraph (11)) shall be
taken into account under subparagraph (D).’’

(B) Subsection (d) of section 213 is amended
by adding at the end the following new para-
graph:

‘‘(11) ELIGIBLE LONG-TERM CARE PRE-
MIUMS.—

‘‘(A) IN GENERAL.—For purposes of this sec-
tion, the term ‘eligible long-term care pre-
miums’ means the amount paid during a tax-
able year for any qualified long-term care in-
surance contract (as defined in section
7702B(b)) covering an individual, to the ex-
tent such amount does not exceed the limita-
tion determined under the following table:
‘‘In the case of an in-

dividual with an at-
tained age before
the close of the tax-
able year of:

The limitation is

40 or less ................................
$200 .....................................

More than 40 but not more
than 50 ................................ 375
More than 50 but not more
than 60 ................................ 750
More than 60 but not more
than 70 ................................ 2,000

More than 70 .......... 2,500.
‘‘(B) INDEXING.—
‘‘(i) IN GENERAL.—In the case of any tax-

able year beginning in a calendar year after
1997, each dollar amount contained in sub-
paragraph (A) shall be increased by the medi-
cal care cost adjustment of such amount for
such calendar year. If any increase deter-
mined under the preceding sentence is not a
multiple of $10, such increase shall be round-
ed to the nearest multiple of $10.

‘‘(ii) MEDICAL CARE COST ADJUSTMENT.—For
purposes of clause (i), the medical care cost
adjustment for any calendar year is the per-
centage (if any) by which—

‘‘(I) the medical care component of the
Consumer Price Index (as defined in section
1(f)(5)) for August of the preceding calendar
year, exceeds

‘‘(II) such component for August of 1996.

The Secretary shall, in consultation with the
Secretary of Health and Human Services,
prescribe an adjustment which the Secretary
determines is more appropriate for purposes
of this paragraph than the adjustment de-

scribed in the preceding sentence, and the
adjustment so prescribed shall apply in lieu
of the adjustment described in the preceding
sentence.’’

(3) Paragraph (6) of section 213(d) is amend-
ed—

(A) by striking ‘‘subparagraphs (A) and
(B)’’ and inserting ‘‘subparagraphs (A), (B),
and (C)’’, and

(B) by striking ‘‘paragraph (1)(C)’’ in sub-
paragraph (A) and inserting ‘‘paragraph
(1)(D)’’.

(4) Paragraph (7) of section 213(d) is amend-
ed by striking ‘‘subparagraphs (A) and (B)’’
and inserting ‘‘subparagraphs (A), (B), and
(C)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.
SEC. 413. CERTAIN EXCHANGES OF LIFE INSUR-

ANCE CONTRACTS FOR QUALIFIED
LONG-TERM CARE INSURANCE CON-
TRACTS NOT TAXABLE.

(a) IN GENERAL.—Subsection (a) of section
1035 (relating to certain exchanges of insur-
ance contracts) is amended by striking the
period at the end of paragraph (3) and insert-
ing ‘‘; or’’, and by adding at the end the fol-
lowing new paragraph:

‘‘(4) a contract of life insurance or an en-
dowment or annuity contract for a qualified
long-term care insurance contract (as de-
fined in section 7702B(b)).’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1997.
SEC. 414. EXCEPTION FROM PENALTY TAX FOR

AMOUNTS WITHDRAWN FROM CER-
TAIN RETIREMENT PLANS FOR
QUALIFIED LONG-TERM CARE IN-
SURANCE.

(a) IN GENERAL.—Paragraph (2) of section
72(t) is amended by adding at the end the fol-
lowing new subparagraph:

‘‘(D) PREMIUMS FOR QUALIFIED LONG-TERM
CARE INSURANCE CONTRACTS.—Distributions
to an individual from an individual retire-
ment plan, or from amounts attributable to
employer contributions made pursuant to
elective deferrals described in subparagraph
(A) or (C) of section 402(g)(3), to the extent
such distributions do not exceed the pre-
miums for a qualified long-term care insur-
ance contract (as defined in section 7702B(b))
for such individual or the spouse of such in-
dividual. In applying subparagraph (B), such
premiums shall be treated as amounts not
paid for medical care.’’

(b) DISTRIBUTIONS PERMITTED FROM CER-
TAIN PLANS TO PAY LONG-TERM CARE PRE-
MIUMS.—

(1) Section 401(k)(2)(B)(i) is amended by
striking ‘‘or’’ at the end of subclause (III), by
striking ‘‘and’’ at the end of subclause (IV)
and inserting ‘‘or’’, and by inserting after
subclause (IV) the following new subclause:

‘‘(V) the date distributions for premiums
for a long-term care insurance contract (as
defined in section 7702B(b)) for coverage of
such individual or the spouse of such individ-
ual are made, and’’.

(2) Section 403(b)(11) is amended by strik-
ing ‘‘or’’ at the end of subparagraph (A), by
striking the period at the end of subpara-
graph (B) and inserting ‘‘, or’’, and by insert-
ing after subparagraph (B) the following new
subparagraph:

‘‘(C) for the payment of premiums for a
long-term care insurance contract (as de-
fined in section 7702B(b)) for coverage of the
employee or the spouse of the employee.’’

(3) Subparagraph (A) of section 457(d)(1) is
amended by striking ‘‘or’’ at the end of
clause (ii), by striking ‘‘and’’ at the end of
clause (iii) and inserting ‘‘or’’, and by insert-
ing after clause (iii) the following new
clause:

‘‘(iv) the date distributions for premiums
for a long-term care insurance contract (as

defined in section 7702B(b)) for coverage of
such individual or the spouse of such individ-
ual are made, and’’.

(c) CONFORMING AMENDMENT.—Section
72t(2)(B) is amended by striking ‘‘subpara-
graph (A) or (C))’’ and inserting ‘‘subpara-
graph (A), (C), or (D))’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
and distributions after December 31, 1996.

SEC. 415. REPORTING REQUIREMENTS.

(a) IN GENERAL.—Subpart B of part III of
subchapter A of chapter 61 is amended by
adding at the end the following new section:

‘‘SEC. 6050Q. CERTAIN LONG-TERM CARE BENE-
FITS.

‘‘(a) REQUIREMENT OF REPORTING.—Any
person who pays long-term care benefits
shall make a return, according to the forms
or regulations prescribed by the Secretary,
setting forth—

‘‘(1) the aggregate amount of such benefits
paid by such person to any individual during
any calendar year, and

‘‘(2) the name, address, and TIN of such in-
dividual.

‘‘(b) STATEMENTS TO BE FURNISHED TO PER-
SONS WITH RESPECT TO WHOM INFORMATION IS
REQUIRED.—Every person required to make a
return under subsection (a) shall furnish to
each individual whose name is required to be
set forth in such return a written statement
showing—

‘‘(1) the name of the person making the
payments, and

‘‘(2) the aggregate amount of long-term
care benefits paid to the individual which
are required to be shown on such return.

The written statement required under the
preceding sentence shall be furnished to the
individual on or before January 31 of the
year following the calendar year for which
the return under subsection (a) was required
to be made.

‘‘(c) LONG-TERM CARE BENEFITS.—For pur-
poses of this section, the term ‘long-term
care benefit’ means any amount paid under a
long-term care insurance policy (within the
meaning of section 4980C(e)).’’.

(b) PENALTIES.—
(1) Subparagraph (B) of section 6724(d)(1) is

amended by redesignating clauses (ix)
through (xiv) as clauses (x) through (xv), re-
spectively, and by inserting after clause
(viii) the following new clause:

‘‘(ix) section 6050Q (relating to certain
long-term care benefits),’’.

(2) Paragraph (2) of section 6724(d) is
amended by redesignating subparagraphs (Q)
through (T) as subparagraphs (R) through
(U), respectively, and by inserting after sub-
paragraph (P) the following new subpara-
graph:

‘‘(Q) section 6050Q(b) (relating to certain
long-term care benefits),’’.

(c) CLERICAL AMENDMENT.—The table of
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by adding
at the end the following new item:

‘‘Sec. 6050Q. Certain long-term care bene-
fits.’’

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to benefits
paid after December 31, 1996.

Subchapter B—Consumer Protection
Provisions

SEC. 421. POLICY REQUIREMENTS.

Section 7702B (as added by section 411) is
amended by adding at the end the following
new subsection:
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‘‘(f) CONSUMER PROTECTION PROVISIONS.—
‘‘(1) IN GENERAL.—The requirements of this

subsection are met with respect to any con-
tract if any long-term care insurance policy
issued under the contract meets—

‘‘(A) the requirements of the model regula-
tion and model Act described in paragraph
(2),

‘‘(B) the disclosure requirement of para-
graph (3), and

‘‘(C) the requirements relating to non-
forfeitability under paragraph (4).

‘‘(2) REQUIREMENTS OF MODEL REGULATION
AND ACT.—

‘‘(A) IN GENERAL.—The requirements of
this paragraph are met with respect to any
policy if such policy meets—

‘‘(i) MODEL REGULATION.—The following re-
quirements of the model regulation:

‘‘(I) Section 7A (relating to guaranteed re-
newal or noncancellability), and the require-
ments of section 6B of the model Act relat-
ing to such section 7A.

‘‘(II) Section 7B (relating to prohibitions
on limitations and exclusions).

‘‘(III) Section 7C (relating to extension of
benefits).

‘‘(IV) Section 7D (relating to continuation
or conversion of coverage).

‘‘(V) Section 7E (relating to discontinuance
and replacement of policies).

‘‘(VI) Section 8 (relating to unintentional
lapse).

‘‘(VII) Section 9 (relating to disclosure),
other than section 9F thereof.

‘‘(VIII) Section 10 (relating to prohibitions
against post-claims underwriting).

‘‘(IX) Section 11 (relating to minimum
standards).

‘‘(X) Section 12 (relating to requirement to
offer inflation protection), except that any
requirement for a signature on a rejection of
inflation protection shall permit the signa-
ture to be on an application or on a separate
form.

‘‘(XI) Section 23 (relating to prohibition
against preexisting conditions and proba-
tionary periods in replacement policies or
certificates).

‘‘(ii) MODEL ACT.—The following require-
ments of the model Act:

‘‘(I) Section 6C (relating to preexisting
conditions).

‘‘(II) Section 6D (relating to prior hos-
pitalization).

‘‘(B) DEFINITIONS.—For purposes of this
paragraph—

‘‘(i) MODEL PROVISIONS.—The terms ‘model
regulation’ and ‘model Act’ mean the long-
term care insurance model regulation, and
the long-term care insurance model Act, re-
spectively, promulgated by the National As-
sociation of Insurance Commissioners (as
adopted as of January 1993).

‘‘(ii) COORDINATION.—Any provision of the
model regulation or model Act listed under
clause (i) or (ii) of subparagraph (A) shall be
treated as including any other provision of
such regulation or Act necessary to imple-
ment the provision.

‘‘(3) DISCLOSURE REQUIREMENT.—The re-
quirement of this paragraph is met with re-
spect to any policy if such policy meets the
requirements of section 4980C(d)(1).

‘‘(4) NONFORFEITURE REQUIREMENTS.—
‘‘(A) IN GENERAL.—The requirements of

this paragraph are met with respect to any
level premium long-term care insurance pol-
icy, if the issuer of such policy offers to the
policyholder, including any group policy-
holder, a nonforfeiture provision meeting the
requirements of subparagraph (B).

‘‘(B) REQUIREMENTS OF PROVISION.—The
nonforfeiture provision required under sub-
paragraph (A) shall meet the following re-
quirements:

‘‘(i) The nonforfeiture provision shall be
appropriately captioned.

‘‘(ii) The nonforfeiture provision shall pro-
vide for a benefit available in the event of a
default in the payment of any premiums and
the amount of the benefit may be adjusted
subsequent to being initially granted only as
necessary to reflect changes in claims, per-
sistency, and interest as reflected in changes
in rates for premium paying policies ap-
proved by the appropriate State regulatory
authority for the same policy form.

‘‘(iii) The nonforfeiture provision shall pro-
vide at least one of the following:

‘‘(I) Reduced paid-up insurance.
‘‘(II) Extended term insurance.
‘‘(III) Shortened benefit period.
‘‘(IV) Other similar offerings approved by

the Secretary.
‘‘(5) LONG-TERM CARE INSURANCE POLICY DE-

FINED.—For purposes of this subsection, the
term ‘long-term care insurance policy’ has
the meaning given such term by section
4980C(e).’’.
SEC. 422. REQUIREMENTS FOR ISSUERS OF

LONG-TERM CARE INSURANCE POLI-
CIES.

(a) IN GENERAL.—Chapter 43 is amended by
adding at the end the following new section:
‘‘SEC. 4980C. REQUIREMENTS FOR ISSUERS OF

LONG-TERM CARE INSURANCE POLI-
CIES.

‘‘(a) GENERAL RULE.—There is hereby im-
posed on any person failing to meet the re-
quirements of subsection (c) or (d) a tax in
the amount determined under subsection (b).

‘‘(b) AMOUNT.—
‘‘(1) IN GENERAL.—The amount of the tax

imposed by subsection (a) shall be $100 per
policy for each day any requirements of sub-
section (c) or (d) are not met with respect to
each long-term care insurance policy.

‘‘(2) WAIVER.—In the case of a failure which
is due to reasonable cause and not to willful
neglect, the Secretary may waive part or all
of the tax imposed by subsection (a) to the
extent that payment of the tax would be ex-
cessive relative to the failure involved.

‘‘(c) RESPONSIBILITIES.—The requirements
of this subsection are as follows:

‘‘(1) REQUIREMENTS OF MODEL PROVISIONS.—
‘‘(A) MODEL REGULATION.—The following

requirements of the model regulation must
be met:

‘‘(i) Section 13 (relating to application
forms and replacement coverage).

‘‘(ii) Section 14 (relating to reporting re-
quirements), except that the issuer shall also
report at least annually the number of
claims denied during the reporting period for
each class of business (expressed as a per-
centage of claims denied), other than claims
denied for failure to meet the waiting period
or because of any applicable preexisting con-
dition.

‘‘(iii) Section 20 (relating to filing require-
ments for marketing).

‘‘(iv) Section 21 (relating to standards for
marketing), including inaccurate completion
of medical histories, other than sections
21C(1) and 21C(6) thereof, except that—

‘‘(I) in addition to such requirements, no
person shall, in selling or offering to sell a
long-term care insurance policy, misrepre-
sent a material fact; and

‘‘(II) no such requirements shall include a
requirement to inquire or identify whether a
prospective applicant or enrollee for long-
term care insurance has accident and sick-
ness insurance.

‘‘(v) Section 22 (relating to appropriateness
of recommended purchase).

‘‘(vi) Section 24 (relating to standard for-
mat outline of coverage).

‘‘(vii) Section 25 (relating to requirement
to deliver shopper’s guide).

‘‘(B) MODEL ACT.—The following require-
ments of the model Act must be met:

‘‘(i) Section 6F (relating to right to re-
turn), except that such section shall also

apply to denials of applications and any re-
fund shall be made within 30 days of the re-
turn or denial.

‘‘(ii) Section 6G (relating to outline of cov-
erage).

‘‘(iii) Section 6H (relating to requirements
for certificates under group plans).

‘‘(iv) Section 6I (relating to policy sum-
mary).

‘‘(v) Section 6J (relating to monthly re-
ports on accelerated death benefits).

‘‘(vi) Section 7 (relating to incontestability
period).

‘‘(C) DEFINITIONS.—For purposes of this
paragraph, the terms ‘model regulation’ and
‘model Act’ have the meanings given such
terms by section 7702B(f)(2)(B).

‘‘(2) DELIVERY OF POLICY.—If an application
for a long-term care insurance policy (or for
a certificate under a group long-term care
insurance policy) is approved, the issuer
shall deliver to the applicant (or policy-
holder or certificateholder) the policy (or
certificate) of insurance not later than 30
days after the date of the approval.

‘‘(3) INFORMATION ON DENIALS OF CLAIMS.—If
a claim under a long-term care insurance
policy is denied, the issuer shall, within 60
days of the date of a written request by the
policyholder or certificateholder (or rep-
resentative)—

‘‘(A) provide a written explanation of the
reasons for the denial, and

‘‘(B) make available all information di-
rectly relating to such denial.

‘‘(d) DISCLOSURE.—The requirements of this
subsection are met if the issuer of a long-
term care insurance policy discloses in such
policy and in the outline of coverage re-
quired under subsection (c)(1)(B)(ii) that the
policy is intended to be a qualified long-term
care insurance contract under section
7702B(b).

‘‘(e) LONG-TERM CARE INSURANCE POLICY
DEFINED.—For purposes of this section, the
term ‘long-term care insurance policy’
means any product which is advertised, mar-
keted, or offered as long-term care insur-
ance.’’.

(b) CONFORMING AMENDMENT.—The table of
sections for chapter 43 is amended by adding
at the end the following new item:

‘‘Sec. 4980C. Requirements for issuers of
long-term care insurance poli-
cies.’’.

SEC. 423. COORDINATION WITH STATE REQUIRE-
MENTS.

Nothing in this subchapter shall prevent a
State from establishing, implementing, or
continuing in effect standards related to the
protection of policyholders of long-term care
insurance policies (as defined in section
4980C(e) of the Internal Revenue Code of
1986), if such standards are not in conflict
with or inconsistent with the standards es-
tablished under such Code.
SEC. 424. EFFECTIVE DATES.

(a) IN GENERAL.—The provisions of, and
amendments made by, this subchapter shall
apply to contracts issued after December 31,
1996. The provisions of section 411(g) of this
Act (relating to transition rule) shall apply
to such contracts.

(b) ISSUERS.—The amendments made by
section 422 shall apply to actions taken after
December 31, 1996.

CHAPTER 2—TREATMENT OF
ACCELERATED DEATH BENEFITS

SEC. 431. TREATMENT OF ACCELERATED DEATH
BENEFITS BY RECIPIENT.

(a) IN GENERAL.—Section 101 (relating to
certain death benefits) is amended by adding
at the end the following new subsection:

‘‘(g) TREATMENT OF CERTAIN ACCELERATED
DEATH BENEFITS.—

‘‘(1) IN GENERAL.—For purposes of this sec-
tion, the following amounts shall be treated
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as an amount paid by reason of the death of
an insured:

‘‘(A) Any amount received under a life in-
surance contract on the life of an insured
who is a terminally ill individual.

‘‘(B) Any amount received under a life in-
surance contract on the life of an insured
who is a chronically ill individual (as defined
in section 7702B(c)(2)) but only if such
amount is received under a rider or other
provision of such contract which is treated
as a qualified long-term care insurance con-
tract under section 7702B.

‘‘(2) TREATMENT OF VIATICAL SETTLE-
MENTS.—

‘‘(A) IN GENERAL.—In the case of a life in-
surance contract on the life of an insured de-
scribed in paragraph (1), if—

‘‘(i) any portion of such contract is sold to
any viatical settlement provider, or

‘‘(ii) any portion of the death benefit is as-
signed to such a provider,

the amount paid for such sale or assignment
shall be treated as an amount paid under the
life insurance contract by reason of the
death of such insured.

‘‘(B) VIATICAL SETTLEMENT PROVIDER.—The
term ‘viatical settlement provider’ means
any person regularly engaged in the trade or
business of purchasing, or taking assign-
ments of, life insurance contracts on the
lives of insureds described in paragraph (1)
if—

‘‘(i) such person is licensed for such pur-
poses in the State in which the insured re-
sides, or

‘‘(ii) in the case of an insured who resides
in a State not requiring the licensing of such
persons for such purposes—

‘‘(I) such person meets the requirements of
sections 8 and 9 of the Viatical Settlements
Model Act of the National Association of In-
surance Commissioners, and

‘‘(II) meets the requirements of the Model
Regulations of the National Association of
Insurance Commissioners (relating to stand-
ards for evaluation of reasonable payments)
in determining amounts paid by such person
in connection with such purchases or assign-
ments.

‘‘(3) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) TERMINALLY ILL INDIVIDUAL.—The
term ‘terminally ill individual’ means an in-
dividual who has been certified by a physi-
cian as having an illness or physical condi-
tion which can reasonably be expected to re-
sult in death in 24 months or less after the
date of the certification.

‘‘(B) PHYSICIAN.—The term ‘physician’ has
the meaning given to such term by section
1861(r)(1) of the Social Security Act (42
U.S.C. 1395x(r)(1)).

‘‘(4) EXCEPTION FOR BUSINESS-RELATED POLI-
CIES.—This subsection shall not apply in the
case of any amount paid to any taxpayer
other than the insured if such taxpayer has
an insurable interest with respect to the life
of the insured by reason of the insured being
a director, officer, or employee of the tax-
payer or by reason of the insured being fi-
nancially interested in any trade or business
carried on by the taxpayer.’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to
amounts received after December 31, 1996.
SEC. 432. TAX TREATMENT OF COMPANIES ISSU-

ING QUALIFIED ACCELERATED
DEATH BENEFIT RIDERS.

(a) QUALIFIED ACCELERATED DEATH BENEFIT
RIDERS TREATED AS LIFE INSURANCE.—Sec-
tion 818 (relating to other definitions and
special rules) is amended by adding at the
end the following new subsection:

‘‘(g) QUALIFIED ACCELERATED DEATH BENE-
FIT RIDERS TREATED AS LIFE INSURANCE.—
For purposes of this part—

‘‘(1) IN GENERAL.—Any reference to a life
insurance contract shall be treated as in-
cluding a reference to a qualified accelerated
death benefit rider on such contract.

‘‘(2) QUALIFIED ACCELERATED DEATH BENEFIT
RIDERS.—For purposes of this subsection, the
term ‘qualified accelerated death benefit
rider’ means any rider on a life insurance
contract if the only payments under the
rider are payments meeting the require-
ments of section 101(g).

‘‘(3) EXCEPTION FOR LONG-TERM CARE RID-
ERS.—Paragraph (1) shall not apply to any
rider which is treated as a long-term care in-
surance contract under section 7702B.’’

(b) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendment made by

this section shall take effect on January 1,
1997.

(2) ISSUANCE OF RIDER NOT TREATED AS MA-
TERIAL CHANGE.—For purposes of applying
sections 101(f), 7702, and 7702A of the Internal
Revenue Code of 1986 to any contract—

(A) the issuance of a qualified accelerated
death benefit rider (as defined in section
818(g) of such Code (as added by this Act)),
and

(B) the addition of any provision required
to conform an accelerated death benefit
rider to the requirements of such section
818(g),

shall not be treated as a modification or ma-
terial change of such contract.

Subtitle C—Medical Savings Accounts
SEC. 441. MEDICAL SAVINGS ACCOUNTS.

(a) IN GENERAL.—Part VII of subchapter B
of chapter 1 (relating to additional itemized
deductions for individuals) is amended by re-
designating section 220 as section 221 and by
inserting after section 219 the following new
section:
‘‘SEC. 220. MEDICAL SAVINGS ACCOUNTS.

‘‘(a) DEDUCTION ALLOWED.—In the case of
an individual who is an eligible individual
for any month during the taxable year, there
shall be allowed as a deduction for the tax-
able year an amount equal to the aggregate
amount paid in cash during such taxable
year by such individual to a medical savings
account of such individual.

‘‘(b) LIMITATIONS.—
‘‘(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amount allow-
able as a deduction under subsection (a) to
an individual for the taxable year shall not
exceed—

‘‘(A) except as provided in subparagraph
(B), the lesser of—

‘‘(i) $2,000, or
‘‘(ii) the annual deductible limit for any

individual covered under the high deductible
health plan, or

‘‘(B) in the case of a high deductible health
plan covering the taxpayer and any other eli-
gible individual who is the spouse or any de-
pendent (as defined in section 152) of the tax-
payer, the lesser of—

‘‘(i) $4,000, or
‘‘(ii) the annual limit under the plan on the

aggregate amount of deductibles required to
be paid by all individuals.
The preceding sentence shall not apply if the
spouse of such individual is covered under
any other high deductible health plan.

‘‘(2) SPECIAL RULE FOR MARRIED INDIVID-
UALS.—

‘‘(A) IN GENERAL.—This subsection shall be
applied separately for each married individ-
ual.

‘‘(B) SPECIAL RULE.—If individuals who are
married to each other are covered under the
same high deductible health plan, then the
amounts applicable under paragraph (1)(B)
shall be divided equally between them unless
they agree on a different division.

‘‘(3) COORDINATION WITH EXCLUSION FOR EM-
PLOYER CONTRIBUTIONS.—No deduction shall

be allowed under this section for any amount
paid for any taxable year to a medical sav-
ings account of an individual if—

‘‘(A) any amount is paid to any medical
savings account of such individual which is
excludable from gross income under section
106(b) for such year, or

‘‘(B) in a case described in paragraph (2)(B),
any amount is paid to any medical savings
account of either spouse which is so exclud-
able for such year.

‘‘(4) PRORATION OF LIMITATION.—
‘‘(A) IN GENERAL.—The limitation under

paragraph (1) shall be the sum of the month-
ly limitations for months during the taxable
year that the individual is an eligible indi-
vidual if—

‘‘(i) such individual is not an eligible indi-
vidual for all months of the taxable year,

‘‘(ii) the deductible under the high deduct-
ible health plan covering such individual is
not the same throughout such taxable year,
or

‘‘(iii) such limitation is determined under
paragraph (1)(B) for some but not all months
during such taxable year.

‘‘(B) MONTHLY LIMITATION.—The monthly
limitation for any month shall be an amount
equal to 1⁄12 of the limitation which would
(but for this paragraph and paragraph (3)) be
determined under paragraph (1) if the facts
and circumstances as of the first day of such
month that such individual is covered under
a high deductible health plan were true for
the entire taxable year.

‘‘(5) DENIAL OF DEDUCTION TO DEPEND-
ENTS.—No deduction shall be allowed under
this section to any individual with respect to
whom a deduction under section 151 is allow-
able to another taxpayer for a taxable year
beginning in the calendar year in which such
individual’s taxable year begins.

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) ELIGIBLE INDIVIDUAL.—
‘‘(A) IN GENERAL.—The term ‘eligible indi-

vidual’ means, with respect to any month,
any individual—

‘‘(i) who is covered under a high deductible
health plan as of the 1st day of such month,
and

‘‘(ii) who is not, while covered under a high
deductible health plan, covered under any
health plan—

‘‘(I) which is not a high deductible health
plan, and

‘‘(II) which provides coverage for any bene-
fit which is covered under the high deduct-
ible health plan.

‘‘(B) CERTAIN COVERAGE DISREGARDED.—
Subparagraph (A)(ii) shall be applied without
regard to—

‘‘(i) coverage for any benefit provided by
permitted insurance, and

‘‘(ii) coverage (whether through insurance
or otherwise) for accidents, disability, dental
care, vision care, or long-term care.

‘‘(2) HIGH DEDUCTIBLE HEALTH PLAN.—The
term ‘high deductible health plan’ means a
health plan which—

‘‘(A) has an annual deductible limit for
each individual covered by the plan which is
not less than $1,500, and

‘‘(B) has an annual limit on the aggregate
amount of deductibles required to be paid
with respect to all individuals covered by the
plan which is not less than $3,000.
Such term does not include a health plan if
substantially all of its coverage is coverage
described in paragraph (1)(B).

‘‘(3) PERMITTED INSURANCE.—The term ‘per-
mitted insurance’ means—

‘‘(A) Medicare supplemental insurance,
‘‘(B) insurance if substantially all of the

coverage provided under such insurance re-
lates to—

‘‘(i) liabilities incurred under workers’
compensation laws,
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‘‘(ii) tort liabilities,
‘‘(iii) liabilities relating to ownership or

use of property, or
‘‘(iv) such other similar liabilities as the

Secretary may specify by regulations,
‘‘(C) insurance for a specified disease or ill-

ness, and
‘‘(D) insurance paying a fixed amount per

day (or other period) of hospitalization.
‘‘(d) MEDICAL SAVINGS ACCOUNT.—For pur-

poses of this section—
‘‘(1) MEDICAL SAVINGS ACCOUNT.—The term

‘medical savings account’ means a trust cre-
ated or organized in the United States exclu-
sively for the purpose of paying the qualified
medical expenses of the account holder, but
only if the written governing instrument
creating the trust meets the following re-
quirements:

‘‘(A) Except in the case of a rollover con-
tribution described in subsection (f)(5), no
contribution will be accepted—

‘‘(i) unless it is in cash, or
‘‘(ii) to the extent such contribution, when

added to previous contributions to the trust
for the calendar year, exceeds $4,000.

‘‘(B) The trustee is a bank (as defined in
section 408(n)), an insurance company (as de-
fined in section 816), or another person who
demonstrates to the satisfaction of the Sec-
retary that the manner in which such person
will administer the trust will be consistent
with the requirements of this section.

‘‘(C) No part of the trust assets will be in-
vested in life insurance contracts.

‘‘(D) The assets of the trust will not be
commingled with other property except in a
common trust fund or common investment
fund.

‘‘(E) The interest of an individual in the
balance in his account is nonforfeitable.

‘‘(2) QUALIFIED MEDICAL EXPENSES.—
‘‘(A) IN GENERAL.—The term ‘qualified

medical expenses’ means, with respect to an
account holder, amounts paid by such holder
for medical care (as defined in section 213(d))
for such individual, the spouse of such indi-
vidual, and any dependent (as defined in sec-
tion 152) of such individual, but only to the
extent such amounts are not compensated
for by insurance or otherwise.

‘‘(B) HEALTH INSURANCE MAY NOT BE PUR-
CHASED FROM ACCOUNT.—

‘‘(i) IN GENERAL.—Subparagraph (A) shall
not apply to any payment for insurance.

‘‘(ii) EXCEPTIONS.—Clause (i) shall not
apply to any expense for coverage under—

‘‘(I) a health plan during any period of con-
tinuation coverage required under any Fed-
eral law,

‘‘(II) a qualified long-term care insurance
contract (as defined in section 7702B), or

‘‘(III) a health plan during a period in
which the individual is receiving unemploy-
ment compensation under any Federal or
State law.

‘‘(3) ACCOUNT HOLDER.—The term ‘account
holder’ means the individual on whose behalf
the medical savings account was established.

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the following rules shall apply for pur-
poses of this section:

‘‘(A) Section 219(d)(2) (relating to no deduc-
tion for rollovers).

‘‘(B) Section 219(f)(3) (relating to time
when contributions deemed made).

‘‘(C) Except as provided in section 106(c),
section 219(f)(5) (relating to employer pay-
ments).

‘‘(D) Section 408(g) (relating to community
property laws).

‘‘(E) Section 408(h) (relating to custodial
accounts).

‘‘(e) TAX TREATMENT OF ACCOUNTS.—
‘‘(1) IN GENERAL.—A medical savings ac-

count is exempt from taxation under this
subtitle unless such account has ceased to be
a medical savings account by reason of para-

graph (2) or (3). Notwithstanding the preced-
ing sentence, any such account is subject to
the taxes imposed by section 511 (relating to
imposition of tax on unrelated business in-
come of charitable, etc. organizations).

‘‘(2) ACCOUNT TERMINATIONS.—Rules similar
to the rules of paragraphs (2) and (4) of sec-
tion 408(e) shall apply to medical savings ac-
counts, and any amount treated as distrib-
uted under such rules shall be treated as not
used to pay qualified medical expenses.

‘‘(f) TAX TREATMENT OF DISTRIBUTIONS.—
‘‘(1) AMOUNTS USED FOR QUALIFIED MEDICAL

EXPENSES.—
‘‘(A) IN GENERAL.—Any amount paid or dis-

tributed out of a medical savings account
which is used exclusively to pay qualified
medical expenses of any account holder (or
any spouse or dependent of the holder) shall
not be includible in gross income.

‘‘(B) TREATMENT AFTER DEATH OF ACCOUNT
HOLDER.—

‘‘(i) TREATMENT IF HOLDER IS SPOUSE.—If,
after the death of the account holder, the ac-
count holder’s interest is payable to (or for
the benefit of) the holder’s spouse, the medi-
cal savings account shall be treated as if the
spouse were the account holder.

‘‘(ii) TREATMENT IF DESIGNATED HOLDER IS
NOT SPOUSE.—In the case of an account hold-
er’s interest in a medical savings account
which is payable to (or for the benefit of) any
person other than such holder’s spouse upon
the death of such holder—

‘‘(I) such account shall cease to be a medi-
cal savings account as of the date of death,
and

‘‘(II) an amount equal to the fair market
value of the assets in such account on such
date shall be includible if such person is not
the estate of such holder, in such person’s
gross income for the taxable year which in-
cludes such date, or if such person is the es-
tate of such holder, in such holder’s gross in-
come for the last taxable year of such holder.

‘‘(2) INCLUSION OF AMOUNTS NOT USED FOR
QUALIFIED MEDICAL EXPENSES.—

‘‘(A) IN GENERAL.—Any amount paid or dis-
tributed out of a medical savings account
which is not used exclusively to pay the
qualified medical expenses of the account
holder or of the spouse or dependents of such
holder shall be included in the gross income
of such holder.

‘‘(B) SPECIAL RULES.—For purposes of sub-
paragraph (A)—

‘‘(i) all medical savings accounts of the ac-
count holder shall be treated as 1 account,

‘‘(ii) all payments and distributions during
any taxable year shall be treated as 1 dis-
tribution, and

‘‘(iii) any distribution of property shall be
taken into account at its fair market value
on the date of the distribution.

‘‘(3) EXCESS CONTRIBUTIONS RETURNED BE-
FORE DUE DATE OF RETURN.—If the aggregate
contributions (other than rollover contribu-
tions) for a taxable year to the medical sav-
ings accounts of an individual exceed the
amount allowable as a deduction under this
section for such contributions, paragraph (2)
shall not apply to distributions from such
accounts (in an amount not greater than
such excess) if—

‘‘(A) such distribution is received by the
individual on or before the last day pre-
scribed by law (including extensions of time)
for filing such individual’s return for such
taxable year, and

‘‘(B) such distribution is accompanied by
the amount of net income attributable to
such excess contribution.

Any net income described in subparagraph
(B) shall be included in the gross income of
the individual for the taxable year in which
it is received.

‘‘(4) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED MEDICAL EXPENSES.—

‘‘(A) IN GENERAL.—The tax imposed by this
chapter on the account holder for any tax-
able year in which there is a payment or dis-
tribution from a medical savings account of
such holder which is includible in gross in-
come under paragraph (2) shall be increased
by 10 percent of the amount which is so in-
cludible.

‘‘(B) EXCEPTION FOR DISABILITY OR DEATH.—
Subparagraph (A) shall not apply if the pay-
ment or distribution is made after the ac-
count holder becomes disabled within the
meaning of section 72(m)(7) or dies.

‘‘(C) EXCEPTION FOR DISTRIBUTIONS AFTER
AGE 591⁄2.—Subparagraph (A) shall not apply
to any payment or distribution after the
date on which the account holder attains age
591⁄2.

‘‘(5) ROLLOVER CONTRIBUTION.—An amount
is described in this paragraph as a rollover
contribution if it meets the requirements of
subparagraphs (A) and (B).

‘‘(A) IN GENERAL.—Paragraph (2) shall not
apply to any amount paid or distributed
from a medical savings account to the ac-
count holder to the extent the amount re-
ceived is paid into a medical savings account
for the benefit of such holder not later than
the 60th day after the day on which the hold-
er receives the payment or distribution.

‘‘(B) LIMITATION.—This paragraph shall not
apply to any amount described in subpara-
graph (A) received by an individual from a
medical savings account if, at any time dur-
ing the 1-year period ending on the day of
such receipt, such individual received any
other amount described in subparagraph (A)
from a medical savings account which was
not includible in the individual’s gross in-
come because of the application of this para-
graph.

‘‘(6) COORDINATION WITH MEDICAL EXPENSE
DEDUCTION.—For purposes of determining the
amount of the deduction under section 213,
any payment or distribution out of a medical
savings account for qualified medical ex-
penses shall not be treated as an expense
paid for medical care.

‘‘(7) TRANSFER OF ACCOUNT INCIDENT TO DI-
VORCE.—The transfer of an individual’s inter-
est in a medical savings account to an indi-
vidual’s spouse or former spouse under a di-
vorce or separation instrument described in
subparagraph (A) of section 71(b)(2) shall not
be considered a taxable transfer made by
such individual notwithstanding any other
provision of this subtitle, and such interest
shall, after such transfer, be treated as a
medical savings account with respect to
which the spouse is the account holder.

‘‘(g) COST-OF-LIVING ADJUSTMENT.—
‘‘(1) IN GENERAL.—In the case of any tax-

able year beginning in a calendar year after
1997, each dollar amount in subsection (b)(1),
(c)(2), or (d)(1)(A) shall be increased by an
amount equal to—

‘‘(A) such dollar amount, multiplied by
‘‘(B) the medical care cost adjustment for

such calendar year.

If any increase under the preceding sentence
is not a multiple of $50, such increase shall
be rounded to the nearest multiple of $50.

‘‘(2) MEDICAL CARE COST ADJUSTMENT.—For
purposes of paragraph (1), the medical care
cost adjustment for any calendar year is the
percentage (if any) by which—

‘‘(A) the medical care component of the
Consumer Price Index (as defined in section
1(f)(5)) for August of the preceding calendar
year, exceeds

‘‘(B) such component for August of 1996.
‘‘(h) REPORTS.—The Secretary may require

the trustee of a medical savings account to
make such reports regarding such account to
the Secretary and to the account holder with
respect to contributions, distributions, and
such other matters as the Secretary deter-
mines appropriate. The reports required by
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this subsection shall be filed at such time
and in such manner and furnished to such in-
dividuals at such time and in such manner as
may be required by those regulations.’’

(b) DEDUCTION ALLOWED WHETHER OR NOT
INDIVIDUAL ITEMIZES OTHER DEDUCTIONS.—
Subsection (a) of section 62 is amended by in-
serting after paragraph (15) the following
new paragraph:

‘‘(16) MEDICAL SAVINGS ACCOUNTS.—The de-
duction allowed by section 220.’’

(c) EXCLUSIONS FOR EMPLOYER CONTRIBU-
TIONS TO MEDICAL SAVINGS ACCOUNTS.—

(1) EXCLUSION FROM INCOME TAX.—Section
106 (relating to contributions by employer to
accident and health plans), as amended by
this Act, is amended by adding at the end
the following new subsection:

‘‘(c) CONTRIBUTIONS TO MEDICAL SAVINGS
ACCOUNTS.—

‘‘(1) IN GENERAL.—In the case of an em-
ployee who is an eligible individual, gross in-
come does not include amounts contributed
by such employee’s employer to any medical
savings account of such employee.

‘‘(2) COORDINATION WITH DEDUCTION LIMITA-
TION.—The amount excluded from the gross
income of an employee under this subsection
for any taxable year shall not exceed the
limitation under section 220(b)(1) (deter-
mined without regard to this subsection)
which is applicable to such employee for
such taxable year.

‘‘(3) NO CONSTRUCTIVE RECEIPT.—No amount
shall be included in the gross income of any
employee solely because the employee may
choose between the contributions referred to
in paragraph (1) and employer contributions
to another health plan of the employer.

‘‘(4) SPECIAL RULE FOR DEDUCTION OF EM-
PLOYER CONTRIBUTIONS.—Any employer con-
tribution to a medical savings account, if
otherwise allowable as a deduction under
this chapter, shall be allowed only for the
taxable year in which paid.

‘‘(5) DEFINITIONS.—For purposes of this sub-
section, the terms ‘eligible individual’ and
‘medical savings account’ have the respec-
tive meanings given to such terms by section
220’’.

(2) EXCLUSION FROM EMPLOYMENT TAXES.—
(A) SOCIAL SECURITY TAXES.—
(i) Subsection (a) of section 3121 is amend-

ed by striking ‘‘or’’ at the end of paragraph
(20), by striking the period at the end of
paragraph (21) and inserting ‘‘; or’’, and by
inserting after paragraph (21) the following
new paragraph:

‘‘(22) any payment made to or for the bene-
fit of an employee if at the time of such pay-
ment it is reasonable to believe that the em-
ployee will be able to exclude such payment
from income under section 106(c).’’

(ii) Subsection (a) of section 209 of the So-
cial Security Act is amended by striking
‘‘or’’ at the end of paragraph (17), by striking
the period at the end of paragraph (18) and
inserting ‘‘; or’’, and by inserting after para-
graph (18) the following new paragraph:

‘‘(19) any payment made to or for the bene-
fit of an employee if at the time of such pay-
ment it is reasonable to believe that the em-
ployee will be able to exclude such payment
from income under section 106(c) of the In-
ternal Revenue Code of 1986.’’

(B) RAILROAD RETIREMENT TAX.—Sub-
section (e) of section 3231 is amended by add-
ing at the end the following new paragraph:

‘‘(10) MEDICAL SAVINGS ACCOUNT CONTRIBU-
TIONS.—The term ‘compensation’ shall not
include any payment made to or for the ben-
efit of an employee if at the time of such
payment it is reasonable to believe that the
employee will be able to exclude such pay-
ment from income under section 106(c).’’

(C) UNEMPLOYMENT TAX.—Subsection (b) of
section 3306 is amended by striking ‘‘or’’ at
the end of paragraph (15), by striking the pe-

riod at the end of paragraph (16) and insert-
ing ‘‘; or’’, and by inserting after paragraph
(16) the following new paragraph:

‘‘(17) any payment made to or for the bene-
fit of an employee if at the time of such pay-
ment it is reasonable to believe that the em-
ployee will be able to exclude such payment
from income under section 106(c).’’

(D) WITHHOLDING TAX.—Subsection (a) of
section 3401 is amended by striking ‘‘or’’ at
the end of paragraph (19), by striking the pe-
riod at the end of paragraph (20) and insert-
ing ‘‘; or’’, and by inserting after paragraph
(20) the following new paragraph:

‘‘(21) any payment made to or for the bene-
fit of an employee if at the time of such pay-
ment it is reasonable to believe that the em-
ployee will be able to exclude such payment
from income under section 106(c).’’

(d) MEDICAL SAVINGS ACCOUNT CONTRIBU-
TIONS NOT AVAILABLE UNDER CAFETERIA
PLANS.—Subsection (f) of section 125 is
amended by inserting ‘‘106(c),’’ before ‘‘117’’.

(e) EXCLUSION OF MEDICAL SAVINGS AC-
COUNTS FROM ESTATE TAX.—Part IV of sub-
chapter A of chapter 11 is amended by adding
at the end the following new section:
‘‘SEC. 2057. MEDICAL SAVINGS ACCOUNTS.

‘‘For purposes of the tax imposed by sec-
tion 2001, the value of the taxable estate
shall be determined by deducting from the
value of the gross estate an amount equal to
the value of any medical savings account (as
defined in section 220(d)) included in the
gross estate.’’

(f) TAX ON EXCESS CONTRIBUTIONS.—Section
4973 (relating to tax on excess contributions
to individual retirement accounts, certain
section 403(b) contracts, and certain individ-
ual retirement annuities) is amended—

(1) by inserting ‘‘medical savings accounts,’’
after ‘‘accounts,’’ in the heading of such sec-
tion,

(2) by striking ‘‘or’’ at the end of paragraph
(1) of subsection (a),

(3) by redesignating paragraph (2) of sub-
section (a) as paragraph (3) and by inserting
after paragraph (1) the following:

‘‘(2) a medical savings account (within the
meaning of section 220(d)), or’’, and

(4) by adding at the end the following new
subsection:

‘‘(d) EXCESS CONTRIBUTIONS TO MEDICAL
SAVINGS ACCOUNTS.—For purposes of this
section, in the case of a medical savings ac-
count (within the meaning of section 220(d)),
the term ‘excess contributions’ means the
sum of—

‘‘(1) the amount by which the amount con-
tributed for the taxable year to the accounts
(other than rollover contributions described
in section 220(f)(5)) exceeds the amount al-
lowable as a deduction under section 220 for
such contributions, and

‘‘(2) the amount determined under this sub-
section for the preceding taxable year, re-
duced by the sum of distributions out of the
account included in gross income under sec-
tion 220(f) (2) or (3) and the excess (if any) of
the maximum amount allowable as a deduc-
tion under section 220 for the taxable year
over the amount contributed to the ac-
counts.
For purposes of this subsection, any con-
tribution which is distributed out of the
medical savings account in a distribution to
which section 220(f)(3) applies shall be treat-
ed as an amount not contributed.’’

(g) TAX ON PROHIBITED TRANSACTIONS.—
(1) Section 4975 (relating to tax on prohib-

ited transactions) is amended by adding at
the end of subsection (c) the following new
paragraph:

‘‘(4) SPECIAL RULE FOR MEDICAL SAVINGS AC-
COUNTS.—An individual for whose benefit a
medical savings account (within the mean-
ing of section 220(d)) is established shall be

exempt from the tax imposed by this section
with respect to any transaction concerning
such account (which would otherwise be tax-
able under this section) if, with respect to
such transaction, the account ceases to be a
medical savings account by reason of the ap-
plication of section 220(e)(2) to such ac-
count.’’

(2) Paragraph (1) of section 4975(e) is
amended to read as follows:

‘‘(1) PLAN.—For purposes of this section,
the term ‘plan’ means—

‘‘(A) a trust described in section 401(a)
which forms a part of a plan, or a plan de-
scribed in section 403(a), which trust or plan
is exempt from tax under section 501(a),

‘‘(B) an individual retirement account de-
scribed in section 408(a),

‘‘(C) an individual retirement annuity de-
scribed in section 408(b),

‘‘(D) a medical savings account described
in section 220(d), or

‘‘(E) a trust, plan, account, or annuity
which, at any time, has been determined by
the Secretary to be described in any preced-
ing subparagraph of this paragraph.’’

(h) FAILURE TO PROVIDE REPORTS ON MEDI-
CAL SAVINGS ACCOUNTS.—

(1) Subsection (a) of section 6693 (relating
to failure to provide reports on individual re-
tirement accounts or annuities) is amended
to read as follows:

‘‘(a) REPORTS.—
‘‘(1) IN GENERAL.—If a person required to

file a report under a provision referred to in
paragraph (2) fails to file such report at the
time and in the manner required by such
provision, such person shall pay a penalty of
$50 for each failure unless it is shown that
such failure is due to reasonable cause.

‘‘(2) PROVISIONS.—The provisions referred
to in this paragraph are—

‘‘(A) subsections (i) and (l) of section 408
(relating to individual retirement plans), and

‘‘(B) section 220(h) (relating to medical
savings accounts).’’

(i) EXCEPTION FROM CAPITALIZATION OF
POLICY ACQUISITION EXPENSES.—Subpara-
graph (B) of section 848(e)(1) (defining speci-
fied insurance contract) is amended by strik-
ing ‘‘and’’ at the end of clause (ii), by strik-
ing the period at the end of clause (iii) and
inserting ‘‘, and’’, and by adding at the end
the following new clause:

‘‘(iv) any contract which is a medical sav-
ings account (as defined in section 220(d)).’’.

(j) CLERICAL AMENDMENTS.—
(1) The table of sections for part VII of sub-

chapter B of chapter 1 is amended by strik-
ing the last item and inserting the following:

‘‘Sec. 220. Medical savings accounts.
‘‘Sec. 221. Cross reference.’’

(2) The table of sections for part IV of sub-
chapter A of chapter 11 is amended by adding
at the end the following new item:

‘‘Sec. 2057. Medical savings accounts.’’.

(k) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.

Subtitle D—High-Risk Pools
SEC. 451. EXEMPTION FROM INCOME TAX FOR

STATE-SPONSORED ORGANIZATIONS
PROVIDING HEALTH COVERAGE FOR
HIGH-RISK INDIVIDUALS.

(a) IN GENERAL.—Subsection (c) of section
501 (relating to list of exempt organizations)
is amended by adding at the end the follow-
ing new paragraph:

‘‘(26) Any membership organization if—
‘‘(A) such organization is established by a

State exclusively to provide coverage for
medical care (as defined in section 213(d)) on
a not-for-profit basis to individuals described
in subparagraph (B) through—

‘‘(i) insurance issued by the organization,
or
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‘‘(ii) a health maintenance organization

under an arrangement with the organization,
‘‘(B) the only individuals receiving such

coverage through the organization are indi-
viduals—

‘‘(i) who are residents of such State, and
‘‘(ii) who, by reason of the existence or his-

tory of a medical condition, are unable to ac-
quire medical care coverage for such condi-
tion through insurance or from a health
maintenance organization or are able to ac-
quire such coverage only at a rate which is
substantially in excess of the rate for such
coverage through the membership organiza-
tion,

‘‘(C) the composition of the membership in
such organization is specified by such State,
and

‘‘(D) no part of the net earnings of the or-
ganization inures to the benefit of any pri-
vate shareholder or individual.’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1996.

Subtitle E—Penalty-Free IRA Distributions
SEC. 461. DISTRIBUTIONS FROM CERTAIN PLANS

MAY BE USED WITHOUT PENALTY TO
PAY FINANCIALLY DEVASTATING
MEDICAL EXPENSES.

(a) IN GENERAL.—Section 72(t)(3)(A) is
amended by striking ‘‘(B),’’.

(b) PENALTY-FREE DISTRIBUTIONS FOR PAY-
MENT OF HEALTH INSURANCE PREMIUMS OF
CERTAIN UNEMPLOYED INDIVIDUALS.—Para-
graph (2) of section 72(t), as amended by sec-
tion 414, is amended by adding at the end the
following new subparagraph:

‘‘(E) DISTRIBUTIONS TO UNEMPLOYED INDI-
VIDUALS FOR HEALTH INSURANCE PREMIUMS.—
Distributions from an individual retirement
plan to an individual after separation from
employment—

‘‘(i) if such individual has received unem-
ployment compensation for 12 consecutive
weeks under any Federal or State unemploy-
ment compensation law by reason of such
separation,

‘‘(ii) if such distributions are made during
any taxable year during which such unem-
ployment compensation is paid or the suc-
ceeding taxable year, and

‘‘(iii) to the extent such distributions do
not exceed the amount paid during the tax-
able year for insurance described in section
213(d)(1)(D) with respect to the individual
and the individual’s spouse and dependents
(as defined in section 152).

To the extent provided in regulations, a self-
employed individual shall be treated as
meeting the requirements of clause (i) if,
under Federal or State law, the individual
would have received unemployment com-
pensation but for the fact the individual was
self-employed.’’.

(c) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 72(t)(2), as amended by
section 414, is amended by striking ‘‘or (D)’’
and inserting ‘‘, (D), or (E)’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.

Subtitle F—Revenue Offsets
CHAPTER 1—Treatment of Individuals Who

Expatriate
SEC. 471. REVISION OF TAX RULES ON EXPATRIA-

TION.
(a) IN GENERAL.—Subpart A of part II of

subchapter N of chapter 1 is amended by in-
serting after section 877 the following new
section:
‘‘SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-

TION.
‘‘(a) GENERAL RULES.—For purposes of this

subtitle—
‘‘(1) MARK TO MARKET.—Except as provided

in subsection (f), all property of a covered

expatriate to which this section applies shall
be treated as sold on the expatriation date
for its fair market value.

‘‘(2) RECOGNITION OF GAIN OR LOSS.—In the
case of any sale under paragraph (1)—

‘‘(A) notwithstanding any other provision
of this title, any gain arising from such sale
shall be taken into account for the taxable
year of the sale unless such gain is excluded
from gross income under part III of sub-
chapter B, and

‘‘(B) any loss arising from such sale shall
be taken into account for the taxable year of
the sale to the extent otherwise provided by
this title, except that section 1091 shall not
apply (and section 1092 shall apply) to any
such loss.

‘‘(3) EXCLUSION FOR CERTAIN GAIN.—The
amount which would (but for this paragraph)
be includible in the gross income of any indi-
vidual by reason of this section shall be re-
duced (but not below zero) by $600,000. For
purposes of this paragraph, allocable expa-
triation gain taken into account under sub-
section (f)(2) shall be treated in the same
manner as an amount required to be includ-
ible in gross income.

‘‘(4) ELECTION TO CONTINUE TO BE TAXED AS
UNITED STATES CITIZEN.—

‘‘(A) IN GENERAL.—If an expatriate elects
the application of this paragraph—

‘‘(i) this section (other than this para-
graph) shall not apply to the expatriate, but

‘‘(ii) the expatriate shall be subject to tax
under this title, with respect to property to
which this section would apply but for such
election, in the same manner as if the indi-
vidual were a United States citizen.

‘‘(B) LIMITATION ON AMOUNT OF ESTATE,
GIFT, AND GENERATION-SKIPPING TRANSFER
TAXES.—The aggregate amount of taxes im-
posed under subtitle B with respect to any
transfer of property by reason of an election
under subparagraph (A) shall not exceed the
amount of income tax which would be due if
the property were sold for its fair market
value immediately before the time of the
transfer or death (taking into account the
rules of paragraph (2)).

‘‘(C) REQUIREMENTS.—Subparagraph (A)
shall not apply to an individual unless the
individual—

‘‘(i) provides security for payment of tax in
such form and manner, and in such amount,
as the Secretary may require,

‘‘(ii) consents to the waiver of any right of
the individual under any treaty of the Unit-
ed States which would preclude assessment
or collection of any tax which may be im-
posed by reason of this paragraph, and

‘‘(iii) complies with such other require-
ments as the Secretary may prescribe.

‘‘(D) ELECTION.—An election under sub-
paragraph (A) shall apply to all property to
which this section would apply but for the
election and, once made, shall be irrev-
ocable. Such election shall also apply to
property the basis of which is determined in
whole or in part by reference to the property
with respect to which the election was made.

‘‘(b) ELECTION TO DEFER TAX.—
‘‘(1) IN GENERAL.—If the taxpayer elects the

application of this subsection with respect to
any property—

‘‘(A) no amount shall be required to be in-
cluded in gross income under subsection
(a)(1) with respect to the gain from such
property for the taxable year of the sale, but

‘‘(B) the taxpayer’s tax for the taxable
year in which such property is disposed of
shall be increased by the deferred tax
amount with respect to the property.

Except to the extent provided in regulations,
subparagraph (B) shall apply to a disposition
whether or not gain or loss is recognized in
whole or in part on the disposition.

‘‘(2) DEFERRED TAX AMOUNT.—

‘‘(A) IN GENERAL.—For purposes of para-
graph (1), the term ‘deferred tax amount’
means, with respect to any property, an
amount equal to the sum of—

‘‘(i) the difference between the amount of
tax paid for the taxable year described in
paragraph (1)(A) and the amount which
would have been paid for such taxable year if
the election under paragraph (1) had not ap-
plied to such property, plus

‘‘(ii) an amount of interest on the amount
described in clause (i) determined for the pe-
riod—

‘‘(I) beginning on the 91st day after the ex-
patriation date, and

‘‘(II) ending on the due date for the taxable
year described in paragraph (1)(B),
by using the rates and method applicable
under section 6621 for underpayments of tax
for such period.

For purposes of clause (ii), the due date is
the date prescribed by law (determined with-
out regard to extension) for filing the return
of the tax imposed by this chapter for the
taxable year.

‘‘(B) ALLOCATION OF LOSSES.—For purposes
of subparagraph (A), any losses described in
subsection (a)(2)(B) shall be allocated rat-
ably among the gains described in subsection
(a)(2)(A).

‘‘(3) SECURITY.—
‘‘(A) IN GENERAL.—No election may be

made under paragraph (1) with respect to
any property unless adequate security is pro-
vided with respect to such property.

‘‘(B) ADEQUATE SECURITY.—For purposes of
subparagraph (A), security with respect to
any property shall be treated as adequate se-
curity if—

‘‘(i) it is a bond in an amount equal to the
deferred tax amount under paragraph (2)(A)
for the property, or

‘‘(ii) the taxpayer otherwise establishes to
the satisfaction of the Secretary that the se-
curity is adequate.

‘‘(4) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless
the taxpayer consents to the waiver of any
right under any treaty of the United States
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion.

‘‘(5) DISPOSITIONS.—For purposes of this
subsection, a taxpayer making an election
under this subsection with respect to any
property shall be treated as having disposed
of such property—

‘‘(A) immediately before death if such
property is held at such time, and

‘‘(B) at any time the security provided
with respect to the property fails to meet
the requirements of paragraph (3) and the
taxpayer does not correct such failure within
the time specified by the Secretary.

‘‘(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be under para-
graph (1) with respect to an interest in a
trust with respect to which gain is required
to be recognized under subsection (f)(1).

‘‘(c) COVERED EXPATRIATE.—For purposes
of this section—

‘‘(1) IN GENERAL.—The term ‘covered expa-
triate’ means an expatriate—

‘‘(A) whose average annual net income tax
(as defined in section 38(c)(1)) for the period
of 5 taxable years ending before the expatria-
tion date is greater than $100,000, or

‘‘(B) whose net worth as of such date is
$500,000 or more.

If the expatriation date is after 1996, such
$100,000 and $500,000 amounts shall be in-
creased by an amount equal to such dollar
amount multiplied by the cost-of-living ad-
justment determined under section 1(f)(3) for
such calendar year by substituting ‘1995’ for
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‘1992’ in subparagraph (B) thereof. Any in-
crease under the preceding sentence shall be
rounded to the nearest multiple of $1,000.

‘‘(2) EXCEPTIONS.—An individual shall not
be treated as a covered expatriate if—

‘‘(A) the individual—
‘‘(i) became at birth a citizen of the United

States and a citizen of another country and,
as of the expatriation date, continues to be a
citizen of, and is taxed as a resident of, such
other country, and

‘‘(ii) has been a resident of the United
States (as defined in section 7701(b)(1)(A)(ii))
for not more than 8 taxable years during the
15-taxable year period ending with the tax-
able year during which the expatriation date
occurs, or

‘‘(B)(i) the individual’s relinquishment of
United States citizenship occurs before such
individual attains age 181⁄2, and

‘‘(ii) the individual has been a resident of
the United States (as so defined) for not
more than 5 taxable years before the date of
relinquishment.

‘‘(d) PROPERTY TO WHICH SECTION AP-
PLIES.—For purposes of this section—

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided by the Secretary, this section shall
apply to—

‘‘(A) any interest in property held by a
covered expatriate on the expatriation date
the gain from which would be includible in
the gross income of the expatriate if such in-
terest had been sold for its fair market value
on such date in a transaction in which gain
is recognized in whole or in part, and

‘‘(B) any other interest in a trust to which
subsection (f) applies.

‘‘(2) EXCEPTIONS.—This section shall not
apply to the following property:

‘‘(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other
than stock of a United States real property
holding corporation which does not, on the
expatriation date, meet the requirements of
section 897(c)(2).

‘‘(B) INTEREST IN CERTAIN RETIREMENT
PLANS.—

‘‘(i) IN GENERAL.—Any interest in a quali-
fied retirement plan (as defined in section
4974(c)), other than any interest attributable
to contributions which are in excess of any
limitation or which violate any condition for
tax-favored treatment.

‘‘(ii) FOREIGN PENSION PLANS.—
‘‘(I) IN GENERAL.—Under regulations pre-

scribed by the Secretary, interests in foreign
pension plans or similar retirement arrange-
ments or programs.

‘‘(II) LIMITATION.—The value of property
which is treated as not sold by reason of this
subparagraph shall not exceed $500,000.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion—

‘‘(1) EXPATRIATE.—The term ‘expatriate’
means—

‘‘(A) any United States citizen who relin-
quishes his citizenship, or

‘‘(B) any long-term resident of the United
States who—

‘‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or

‘‘(ii) commences to be treated as a resident
of a foreign country under the provisions of
a tax treaty between the United States and
the foreign country and who does not waive
the benefits of such treaty applicable to resi-
dents of the foreign country.

‘‘(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means—

‘‘(A) the date an individual relinquishes
United States citizenship, or

‘‘(B) in the case of a long-term resident of
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph
(1)(B).

‘‘(3) RELINQUISHMENT OF CITIZENSHIP.—A
citizen shall be treated as relinquishing his
United States citizenship on the earliest of—

‘‘(A) the date the individual renounces his
United States nationality before a diplo-
matic or consular officer of the United
States pursuant to paragraph (5) of section
349(a) of the Immigration and Nationality
Act (8 U.S.C. 1481(a)(5)),

‘‘(B) the date the individual furnishes to
the United States Department of State a
signed statement of voluntary relinquish-
ment of United States nationality confirm-
ing the performance of an act of expatriation
specified in paragraph (1), (2), (3), or (4) of
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(1)–(4)),

‘‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or

‘‘(D) the date a court of the United States
cancels a naturalized citizen’s certificate of
naturalization.

Subparagraph (A) or (B) shall not apply to
any individual unless the renunciation or
voluntary relinquishment is subsequently
approved by the issuance to the individual of
a certificate of loss of nationality by the
United States Department of State.

‘‘(4) LONG-TERM RESIDENT.—
‘‘(A) IN GENERAL.—The term ‘long-term

resident’ means any individual (other than a
citizen of the United States) who is a lawful
permanent resident of the United States in
at least 8 taxable years during the period of
15 taxable years ending with the taxable year
during which the expatriation date occurs.
For purposes of the preceding sentence, an
individual shall not be treated as a lawful
permanent resident for any taxable year if
such individual is treated as a resident of a
foreign country for the taxable year under
the provisions of a tax treaty between the
United States and the foreign country and
does not waive the benefits of such treaty
applicable to residents of the foreign coun-
try.

‘‘(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), there shall not be taken into
account—

‘‘(i) any taxable year during which any
prior sale is treated under subsection (a)(1)
as occurring, or

‘‘(ii) any taxable year prior to the taxable
year referred to in clause (i).

‘‘(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.—

‘‘(1) IN GENERAL.—Except as provided in
paragraph (2), if an individual is determined
under paragraph (3) to hold an interest in a
trust—

‘‘(A) the individual shall not be treated as
having sold such interest,

‘‘(B) such interest shall be treated as a sep-
arate share in the trust, and

‘‘(C)(i) such separate share shall be treated
as a separate trust consisting of the assets
allocable to such share,

‘‘(ii) the separate trust shall be treated as
having sold its assets immediately before the
expatriation date for their fair market value
and as having distributed all of its assets to
the individual as of such time, and

‘‘(iii) the individual shall be treated as
having recontributed the assets to the sepa-
rate trust.
Subsection (a)(2) shall apply to any income,
gain, or loss of the individual arising from a
distribution described in subparagraph
(C)(ii).

‘‘(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.—

‘‘(A) IN GENERAL.—If the trust interest de-
scribed in paragraph (1) is an interest in a
qualified trust—

‘‘(i) paragraph (1) and subsection (a) shall
not apply, and

‘‘(ii) in addition to any other tax imposed
by this title, there is hereby imposed on each
distribution with respect to such interest a
tax in the amount determined under sub-
paragraph (B).

‘‘(B) AMOUNT OF TAX.—The amount of tax
under subparagraph (A)(ii) shall be equal to
the lesser of—

‘‘(i) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year in which the ex-
patriation date occurs, multiplied by the
amount of the distribution, or

‘‘(ii) the balance in the deferred tax ac-
count immediately before the distribution
determined without regard to any increases
under subparagraph (C)(ii) after the 30th day
preceding the distribution.

‘‘(C) DEFERRED TAX ACCOUNT.—For purposes
of subparagraph (B)(ii)—

‘‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect
to any trust interest is an amount equal to
the tax which would have been imposed on
the allocable expatriation gain with respect
to the trust interest if such gain had been in-
cluded in gross income under subsection (a).

‘‘(ii) INCREASE FOR INTEREST.—The balance
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the
time the interest accrues), for periods after
the 90th day after the expatriation date, by
using the rates and method applicable under
section 6621 for underpayments of tax for
such periods.

‘‘(iii) DECREASE FOR TAXES PREVIOUSLY
PAID.—The balance in the tax deferred ac-
count shall be reduced—

‘‘(I) by the amount of taxes imposed by
subparagraph (A) on any distribution to the
person holding the trust interest, and

‘‘(II) in the case of a person holding a non-
vested interest, to the extent provided in
regulations, by the amount of taxes imposed
by subparagraph (A) on distributions from
the trust with respect to nonvested interests
not held by such person.

‘‘(D) ALLOCABLE EXPATRIATION GAIN.—For
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in
the trust if the beneficiary held directly all
assets allocable to such interests.

‘‘(E) TAX DEDUCTED AND WITHHELD.—
‘‘(i) IN GENERAL.—The tax imposed by sub-

paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to
which it relates.

‘‘(ii) EXCEPTION WHERE FAILURE TO WAIVE
TREATY RIGHTS.—If an amount may not be
deducted and withheld under clause (i) by
reason of the distributee failing to waive any
treaty right with respect to such distribu-
tion—

‘‘(I) the tax imposed by subparagraph
(A)(ii) shall be imposed on the trust and each
trustee shall be personally liable for the
amount of such tax, and

‘‘(II) any other beneficiary of the trust
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on
the other beneficiary.

‘‘(F) DISPOSITION.—If a trust ceases to be a
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu
of the tax imposed by subparagraph (A)(ii),
there is hereby imposed a tax equal to the
lesser of—

‘‘(i) the tax determined under paragraph (1)
as if the expatriation date were the date of
such cessation, disposition, or death, which-
ever is applicable, or

‘‘(ii) the balance in the tax deferred ac-
count immediately before such date.
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Such tax shall be imposed on the trust and
each trustee shall be personally liable for the
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
tate the amount of such tax imposed on the
other beneficiary.

‘‘(G) DEFINITIONS AND SPECIAL RULE.—For
purposes of this paragraph—

‘‘(i) QUALIFIED TRUST.—The term ‘qualified
trust’ means a trust—

‘‘(I) which is organized under, and governed
by, the laws of the United States or a State,
and

‘‘(II) with respect to which the trust in-
strument requires that at least 1 trustee of
the trust be an individual citizen of the Unit-
ed States or a domestic corporation.

‘‘(ii) VESTED INTEREST.—The term ‘vested
interest’ means any interest which, as of the
expatriation date, is vested in the bene-
ficiary.

‘‘(iii) NONVESTED INTEREST.—The term
‘nonvested interest’ means, with respect to
any beneficiary, any interest in a trust
which is not a vested interest. Such interest
shall be determined by assuming the maxi-
mum exercise of discretion in favor of the
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary.

‘‘(iv) ADJUSTMENTS.—The Secretary may
provide for such adjustments to the bases of
assets in a trust or a deferred tax account,
and the timing of such adjustments, in order
to ensure that gain is taxed only once.

‘‘(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.—

‘‘(A) DETERMINATIONS UNDER PARAGRAPH
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based
upon all relevant facts and circumstances,
including the terms of the trust instrument
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar
advisor.

‘‘(B) OTHER DETERMINATIONS.—For purposes
of this section—

‘‘(i) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be
the trust beneficiaries for purposes of this
section.

‘‘(ii) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income
tax return—

‘‘(I) the methodology used to determine
that taxpayer’s trust interest under this sec-
tion, and

‘‘(II) if the taxpayer knows (or has reason
to know) that any other beneficiary of such
trust is using a different methodology to de-
termine such beneficiary’s trust interest
under this section.

‘‘(g) TERMINATION OF DEFERRALS, ETC.—On
the date any property held by an individual
is treated as sold under subsection (a), not-
withstanding any other provision of this
title—

‘‘(1) any period during which recognition of
income or gain is deferred shall terminate,
and

‘‘(2) any extension of time for payment of
tax shall cease to apply and the unpaid por-
tion of such tax shall be due and payable at
the time and in the manner prescribed by the
Secretary.

‘‘(h) IMPOSITION OF TENTATIVE TAX.—
‘‘(1) IN GENERAL.—If an individual is re-

quired to include any amount in gross in-
come under subsection (a) for any taxable
year, there is hereby imposed, immediately
before the expatriation date, a tax in an
amount equal to the amount of tax which
would be imposed if the taxable year were a

short taxable year ending on the expatria-
tion date.

‘‘(2) DUE DATE.—The due date for any tax
imposed by paragraph (1) shall be the 90th
day after the expatriation date.

‘‘(3) TREATMENT OF TAX.—Any tax paid
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for
the taxable year to which subsection (a) ap-
plies.

‘‘(4) DEFERRAL OF TAX.—The provisions of
subsection (b) shall apply to the tax imposed
by this subsection to the extent attributable
to gain includible in gross income by reason
of this section.

‘‘(i) COORDINATION WITH ESTATE AND GIFT
TAXES.—If subsection (a) applies to property
held by an individual for any taxable year
and—

‘‘(1) such property is includible in the gross
estate of such individual solely by reason of
section 2107, or

‘‘(2) section 2501 applies to a transfer of
such property by such individual solely by
reason of section 2501(a)(3),
then there shall be allowed as a credit
against the additional tax imposed by sec-
tion 2101 or 2501, whichever is applicable,
solely by reason of section 2107 or 2501(a)(3)
an amount equal to the increase in the tax
imposed by this chapter for such taxable
year by reason of this section.

‘‘(j) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section, including regulations—

‘‘(1) to prevent double taxation by ensuring
that—

‘‘(A) appropriate adjustments are made to
basis to reflect gain recognized by reason of
subsection (a) and the exclusion provided by
subsection (a)(3), and

‘‘(B) any gain by reason of a deemed sale
under subsection (a) of an interest in a cor-
poration, partnership, trust, or estate is re-
duced to reflect that portion of such gain
which is attributable to an interest in a
trust which a shareholder, partner, or bene-
ficiary is treated as holding directly under
subsection (f)(3)(B)(i), and

‘‘(2) which provide for the proper allocation
of the exclusion under subsection (a)(3) to
property to which this section applies.

‘‘(k) CROSS REFERENCE.—
‘‘For income tax treatment of individuals

who terminate United States citizenship, see
section 7701(a)(47).’’.

(b) INCLUSION IN INCOME OF GIFTS AND IN-
HERITANCES FROM COVERED EXPATRIATES.—
Section 102 (relating to gifts, etc. not in-
cluded in gross income) is amended by add-
ing at the end the following new subsection:

‘‘(d) GIFTS AND INHERITANCES FROM COV-
ERED EXPATRIATES.—Subsection (a) shall not
exclude from gross income the value of any
property acquired by gift, bequest, devise, or
inheritance from a covered expatriate after
the expatriation date. For purposes of this
subsection, any term used in this subsection
which is also used in section 877A shall have
the same meaning as when used in section
877A.’’.

(c) DEFINITION OF TERMINATION OF UNITED
STATES CITIZENSHIP.—Section 7701(a) is
amended by adding at the end the following
new paragraph:

‘‘(47) TERMINATION OF UNITED STATES CITI-
ZENSHIP.—An individual shall not cease to be
treated as a United States citizen before the
date on which the individual’s citizenship is
treated as relinquished under section
877A(e)(3).’’.

(d) CONFORMING AMENDMENTS.—
(1) Section 877 is amended by adding at the

end the following new subsection:
‘‘(f) APPLICATION.—This section shall not

apply to any individual who relinquishes

(within the meaning of section 877A(e)(3))
United States citizenship on or after Feb-
ruary 6, 1995.’’.

(2) Section 2107(c) is amended by adding at
the end the following new paragraph:

‘‘(3) CROSS REFERENCE.—For credit against
the tax imposed by subsection (a) for expa-
triation tax, see section 877A(i).’’.

(3) Section 2501(a)(3) is amended by adding
at the end the following new flush sentence:
‘‘For credit against the tax imposed under
this section by reason of this paragraph, see
section 877A(i).’’.

(4) Paragraph (10) of section 7701(b) is
amended by adding at the end the following
new sentence: ‘‘This paragraph shall not
apply to any long-term resident of the Unit-
ed States who is an expatriate (as defined in
section 877A(e)(1)).’’.

(e) CLERICAL AMENDMENT.—The table of
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the
following new item:
‘‘Sec. 877A. Tax responsibilities of expatria-

tion.’’.
(f) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in this

subsection, the amendments made by this
section shall apply to expatriates (within the
meaning of section 877A(e) of the Internal
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined)
occurs on or after February 6, 1995.

(2) GIFTS AND BEQUESTS.—Section 102(d) of
the Internal Revenue Code of 1986 (as added
by subsection (b)) shall apply to amounts re-
ceived from expatriates (as so defined) whose
expatriation date (as so defined) occurs on
and after February 6, 1995.

(3) SPECIAL RULES RELATING TO CERTAIN
ACTS OCCURRING BEFORE FEBRUARY 6, 1995.—In
the case of an individual who took an act of
expatriation specified in paragraph (1), (2),
(3), or (4) of section 349(a) of the Immigration
and Nationality Act (8 U.S.C. 1481(a) (1)–(4))
before February 6, 1995, but whose expatria-
tion date (as so defined) occurs after Feb-
ruary 6, 1995—

(A) the amendment made by subsection (c)
shall not apply,

(B) the amendment made by subsection
(d)(1) shall not apply for any period prior to
the expatriation date, and

(C) the other amendments made by this
section shall apply as of the expatriation
date.

(4) DUE DATE FOR TENTATIVE TAX.—The due
date under section 877A(h)(2) of such Code
shall in no event occur before the 90th day
after the date of the enactment of this Act.
SEC. 472. INFORMATION ON INDIVIDUALS EXPA-

TRIATING.
(a) IN GENERAL.—Subpart A of part III of

subchapter A of chapter 61 is amended by in-
serting after section 6039E the following new
section:
‘‘SEC. 6039F. INFORMATION ON INDIVIDUALS EX-

PATRIATING.
‘‘(a) REQUIREMENT.—
‘‘(1) IN GENERAL.—Notwithstanding any

other provision of law, any expatriate (with-
in the meaning of section 877A(e)(1)) shall
provide a statement which includes the in-
formation described in subsection (b).

‘‘(2) TIMING.—
‘‘(A) CITIZENS.—In the case of an expatriate

described in section 877(e)(1)(A), such state-
ment shall be—

‘‘(i) provided not later than the expatria-
tion date (within the meaning of section
877A(e)(2)), and

‘‘(ii) provided to the person or court re-
ferred to in section 877A(e)(3).

‘‘(B) NONCITIZENS.—In the case of an expa-
triate described in section 877A(e)(1)(B), such
statement shall be provided to the Secretary
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with the return of tax imposed by chapter 1
for the taxable year during which the event
described in such section occurs.

‘‘(b) INFORMATION TO BE PROVIDED.—Infor-
mation required under subsection (a) shall
include—

‘‘(1) the taxpayer’s TIN,
‘‘(2) the mailing address of such individ-

ual’s principal foreign residence,
‘‘(3) the foreign country in which such indi-

vidual is residing,
‘‘(4) the foreign country of which such indi-

vidual is a citizen,
‘‘(5) in the case of an individual having a

net worth of at least the dollar amount ap-
plicable under section 877A(c)(1)(B), informa-
tion detailing the assets and liabilities of
such individual, and

‘‘(6) such other information as the Sec-
retary may prescribe.

‘‘(c) PENALTY.—Any individual failing to
provide a statement required under sub-
section (a) shall be subject to a penalty for
each year during any portion of which such
failure continues in an amount equal to the
greater of—

‘‘(1) 5 percent of the additional tax re-
quired to be paid under section 877A for such
year, or

‘‘(2) $1,000,
unless it is shown that such failure is due to
reasonable cause and not to willful neglect.

‘‘(d) INFORMATION TO BE PROVIDED TO SEC-
RETARY.—Notwithstanding any other provi-
sion of law—

‘‘(1) any Federal agency or court which col-
lects (or is required to collect) the statement
under subsection (a) shall provide to the Sec-
retary—

‘‘(A) a copy of any such statement, and
‘‘(B) the name (and any other identifying

information) of any individual refusing to
comply with the provisions of subsection (a),

‘‘(2) the Secretary of State shall provide to
the Secretary a copy of each certificate as to
the loss of American nationality under sec-
tion 358 of the Immigration and Nationality
Act which is approved by the Secretary of
State, and

‘‘(3) the Federal agency primarily respon-
sible for administering the immigration laws
shall provide to the Secretary the name of
each lawful permanent resident of the United
States (within the meaning of section
7701(b)(6)) whose status as such has been re-
voked or has been administratively or judi-
cially determined to have been abandoned.
Notwithstanding any other provision of law,
not later than 30 days after the close of each
calendar quarter, the Secretary shall publish
in the Federal Register the name of each in-
dividual relinquishing United States citizen-
ship (within the meaning of section
877A(e)(3)) with respect to whom the Sec-
retary receives information under the pre-
ceding sentence during such quarter.

‘‘(e) EXEMPTION.—The Secretary may by
regulations exempt any class of individuals
from the requirements of this section if the
Secretary determines that applying this sec-
tion to such individuals is not necessary to
carry out the purposes of this section.’’.

(b) CLERICAL AMENDMENT.—The table of
sections for such subpart A is amended by in-
serting after the item relating to section
6039E the following new item:
‘‘Sec. 6039F. Information on individuals expa-

triating.’’.
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to individ-
uals to whom section 877A of the Internal
Revenue Code of 1986 applies and whose expa-
triation date (as defined in section
877A(e)(2)) occurs on or after February 6,
1995, except that no statement shall be re-
quired by such amendments before the 90th
day after the date of the enactment of this
Act.

SEC. 473. REPORT ON TAX COMPLIANCE BY UNIT-
ED STATES CITIZENS AND RESI-
DENTS LIVING ABROAD.

Not later than 90 days after the date of the
enactment of this Act, the Secretary of the
Treasury shall prepare and submit to the
Committee on Ways and Means of the House
of Representatives and the Committee on Fi-
nance of the Senate a report—

(1) describing the compliance with subtitle
A of the Internal Revenue Code of 1986 by
citizens and lawful permanent residents of
the United States (within the meaning of
section 7701(b)(6) of such Code) residing out-
side the United States, and

(2) recommending measures to improve
such compliance (including improved coordi-
nation between executive branch agencies).

CHAPTER 2—REPEAL OF BAD DEBT RE-
SERVE METHOD FOR THRIFT SAVINGS
ASSOCIATIONS

SEC. 481. REPEAL OF BAD DEBT RESERVE METH-
OD FOR THRIFT SAVINGS ASSOCIA-
TIONS.

(a) IN GENERAL.—Section 593 (relating to
reserves for losses on loans) is amended by
adding at the end the following new sub-
sections:

‘‘(f) TERMINATION OF RESERVE METHOD.—
Subsections (a), (b), (c), and (d) shall not
apply to any taxable year beginning after
December 31, 1995.

‘‘(g) 6-YEAR SPREAD OF ADJUSTMENTS.—
‘‘(1) IN GENERAL.—In the case of any tax-

payer who is required by reason of sub-
section (f) to change its method of comput-
ing reserves for bad debts—

‘‘(A) such change shall be treated as a
change in a method of accounting,

‘‘(B) such change shall be treated as initi-
ated by the taxpayer and as having been
made with the consent of the Secretary, and

‘‘(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481(a)—

‘‘(i) shall be determined by taking into ac-
count only applicable excess reserves, and

‘‘(ii) as so determined, shall be taken into
account ratably over the 6-taxable year pe-
riod beginning with the first taxable year be-
ginning after December 31, 1995.

‘‘(2) APPLICABLE EXCESS RESERVES.—
‘‘(A) IN GENERAL.—For purposes of para-

graph (1), the term ‘applicable excess re-
serves’ means the excess (if any) of—

‘‘(i) the balance of the reserves described in
subsection (c)(1) (other than the supple-
mental reserve) as of the close of the tax-
payer’s last taxable year beginning before
January 1, 1996, over

‘‘(ii) the lesser of—
‘‘(I) the balance of such reserves as of the

close of the taxpayer’s last taxable year be-
ginning before January 1, 1988, or

‘‘(II) the balance of the reserves described
in subclause (I), reduced in the same manner
as under section 585(b)(2)(B)(ii) on the basis
of the taxable years described in clause (i)
and this clause.

‘‘(B) SPECIAL RULE FOR THRIFTS WHICH BE-
COME SMALL BANKS.—In the case of a bank (as
defined in section 581) which was not a large
bank (as defined in section 585(c)(2)) for its
first taxable year beginning after December
31, 1995—

‘‘(i) the balance taken into account under
subparagraph (A)(ii) shall not be less than
the amount which would be the balance of
such reserves as of the close of its last tax-
able year beginning before such date if the
additions to such reserves for all taxable
years had been determined under section
585(b)(2)(A), and

‘‘(ii) the opening balance of the reserve for
bad debts as of the beginning of such first
taxable year shall be the balance taken into
account under subparagraph (A)(ii) (deter-

mined after the application of clause (i) of
this subparagraph).

The preceding sentence shall not apply for
purposes of paragraphs (5) and (6) or sub-
section (e)(1).

‘‘(3) RECAPTURE OF PRE-1988 RESERVES
WHERE TAXPAYER CEASES TO BE BANK.—If,
during any taxable year beginning after De-
cember 31, 1995, a taxpayer to which para-
graph (1) applied is not a bank (as defined in
section 581), paragraph (1) shall apply to the
reserves described in paragraph (2)(A)(ii) and
the supplemental reserve; except that such
reserves shall be taken into account ratably
over the 6-taxable year period beginning
with such taxable year.

‘‘(4) SUSPENSION OF RECAPTURE IF RESIDEN-
TIAL LOAN REQUIREMENT MET.—

‘‘(A) IN GENERAL.—In the case of a bank
which meets the residential loan require-
ment of subparagraph (B) for the first tax-
able year beginning after December 31, 1995,
or for the following taxable year—

‘‘(i) no adjustment shall be taken into ac-
count under paragraph (1) for such taxable
year, and

‘‘(ii) such taxable year shall be disregarded
in determining—

‘‘(I) whether any other taxable year is a
taxable year for which an adjustment is re-
quired to be taken into account under para-
graph (1), and

‘‘(II) the amount of such adjustment.
‘‘(B) RESIDENTIAL LOAN REQUIREMENT.—A

taxpayer meets the residential loan require-
ment of this subparagraph for any taxable
year if the principal amount of the residen-
tial loans made by the taxpayer during such
year is not less than the base amount for
such year.

‘‘(C) RESIDENTIAL LOAN.—For purposes of
this paragraph, the term ‘residential loan’
means any loan described in clause (v) of sec-
tion 7701(a)(19)(C) but only if such loan is in-
curred in acquiring, constructing, or improv-
ing the property described in such clause.

‘‘(D) BASE AMOUNT.—For purposes of sub-
paragraph (B), the base amount is the aver-
age of the principal amounts of the residen-
tial loans made by the taxpayer during the 6
most recent taxable years beginning on or
before December 31, 1995. At the election of
the taxpayer who made such loans during
each of such 6 taxable years, the preceding
sentence shall be applied without regard to
the taxable year in which such principal
amount was the highest and the taxable year
in such principal amount was the lowest.
Such an election may be made only for the
first taxable year beginning after such date,
and, if made for such taxable year, shall
apply to the succeeding taxable year unless
revoked with the consent of the Secretary.

‘‘(E) CONTROLLED GROUPS.—In the case of a
taxpayer which is a member of any con-
trolled group of corporations described in
section 1563(a)(1), subparagraph (B) shall be
applied with respect to such group.

‘‘(5) CONTINUED APPLICATION OF FRESH
START UNDER SECTION 585 TRANSITIONAL
RULES.—In the case of a taxpayer to which
paragraph (1) applied and which was not a
large bank (as defined in section 585(c)(2)) for
its first taxable year beginning after Decem-
ber 31, 1995:

‘‘(A) IN GENERAL.—For purposes of deter-
mining the net amount of adjustments re-
ferred to in section 585(c)(3)(A)(iii), there
shall be taken into account only the excess
(if any) of the reserve for bad debts as of the
close of the last taxable year before the dis-
qualification year over the balance taken
into account by such taxpayer under para-
graph (2)(A)(ii) of this subsection.

‘‘(B) TREATMENT UNDER ELECTIVE CUT-OFF
METHOD.—For purposes of applying section
585(c)(4)—
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‘‘(i) the balance of the reserve taken into

account under subparagraph (B) thereof shall
be reduced by the balance taken into ac-
count by such taxpayer under paragraph
(2)(A)(ii) of this subsection, and

‘‘(ii) no amount shall be includible in gross
income by reason of such reduction.

‘‘(6) SUSPENDED RESERVE INCLUDED AS SEC-
TION 381(c) ITEMS.—The balance taken into ac-
count by a taxpayer under paragraph
(2)(A)(ii) of this subsection and the supple-
mental reserve shall be treated as items de-
scribed in section 381(c).

‘‘(7) CONVERSIONS TO CREDIT UNIONS.—In the
case of a taxpayer to which paragraph (1) ap-
plied which becomes a credit union described
in section 501(c) and exempt from taxation
under section 501(a)—

‘‘(A) any amount required to be included in
the gross income of the credit union by rea-
son of this subsection shall be treated as de-
rived from an unrelated trade or business (as
defined in section 513), and

‘‘(B) for purposes of paragraph (3), the cred-
it union shall not be treated as if it were a
bank.

‘‘(8) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out this subsection and sub-
section (e), including regulations providing
for the application of such subsections in the
case of acquisitions, mergers, spin-offs, and
other reorganizations.’’.

(b) CONFORMING AMENDMENTS.—
(1) Subsection (d) of section 50 is amended

by adding at the end the following new sen-
tence:

‘‘Paragraphs (1)(A), (2)(A), and (4) of the sec-
tion 46(e) referred to in paragraph (1) of this
subsection shall not apply to any taxable
year beginning after December 31, 1995.’’

(2) Subsection (e) of section 52 is amended
by striking paragraph (1) and by redesignat-
ing paragraphs (2) and (3) as paragraphs (1)
and (2), respectively.

(3) Subsection (a) of section 57 is amended
by striking paragraph (4).

(4) Section 246 is amended by striking sub-
section (f).

(5) Clause (i) of section 291(e)(1)(B) is
amended by striking ‘‘or to which section 593
applies’’.

(6) Subparagraph (A) of section 585(a)(2) is
amended by striking ‘‘other than an organi-
zation to which section 593 applies’’.

(7)(A) The material preceding subpara-
graph (A) of section 593(e)(1) is amended by
striking ‘‘by a domestic building and loan as-
sociation or an institution that is treated as
a mutual savings bank under section 591(b)’’
and inserting ‘‘by a taxpayer having a bal-
ance described in subsection (g)(2)(A)(ii)’’.

(B) Subparagraph (B) of section 593(e)(1) is
amended to read as follows:

‘‘(B) then out of the balance taken into ac-
count under subsection (g)(2)(A)(ii) (properly
adjusted for amounts charged against such
reserves for taxable years beginning after
December 31, 1987),’’.

(C) The second sentence of section 593(e)(1)
is amended by striking ‘‘the association or
an institution that is treated as a mutual
savings bank under section 591(b)’’ and in-
serting ‘‘a taxpayer having a balance de-
scribed in subsection (g)(2)(A)(ii)’’.

(D) The third sentence of section 593(e)(1)
is amended by striking ‘‘an association’’ and
inserting ‘‘a taxpayer having a balance de-
scribed in subsection (g)(2)(A)(ii)’’.

(E) Paragraph (1) of section 593(e) is
amended by adding at the end the following
new sentence: ‘‘This paragraph shall not
apply to any distribution of all of the stock
of a bank (as defined in section 581) to an-
other corporation if, immediately after the
distribution, such bank and such other cor-
poration are members of the same affiliated

group (as defined in section 1504) and the pro-
visions of section 5(e) of the Federal Deposit
Insurance Act (as in effect on December 31,
1995) or similar provisions are in effect.’’

(8) Section 595 is hereby repealed.
(9) Section 596 is hereby repealed.
(10) Subsection (a) of section 860E is

amended—
(A) by striking ‘‘Except as provided in

paragraph (2), the’’ in paragraph (1) and in-
serting ‘‘The’’,

(B) by striking paragraphs (2) and (4) and
redesignating paragraphs (3) and (5) as para-
graphs (2) and (3), respectively, and

(C) by striking in paragraph (2) (as so re-
designated) all that follows ‘‘subsection’’ and
inserting a period.

(11) Paragraph (3) of section 992(d) is
amended by striking ‘‘or 593’’.

(12) Section 1038 is amended by striking
subsection (f).

(13) Clause (ii) of section 1042(c)(4)(B) is
amended by striking ‘‘or 593’’.

(14) Subsection (c) of section 1277 is amend-
ed by striking ‘‘or to which section 593 ap-
plies’’.

(15) Subparagraph (B) of section 1361(b)(2)
is amended by striking ‘‘or to which section
593 applies’’.

(16) The table of sections for part II of sub-
chapter H of chapter 1 is amended by strik-
ing the items relating to sections 595 and 596.

(c) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

(2) SUBSECTION (b)(7)(B).—The amendments
made by subsection (b)(7)(B) shall not apply
to any distribution with respect to preferred
stock if—

(A) such stock is outstanding at all times
after October 31, 1995, and before the dis-
tribution, and

(B) such distribution is made before the
date which is 1 year after the date of the en-
actment of this Act (or, in the case of stock
which may be redeemed, if later, the date
which is 30 days after the earliest date that
such stock may be redeemed).

(3) SUBSECTION (b)(8).—The amendment
made by subsection (b)(8) shall apply to prop-
erty acquired in taxable years beginning
after December 31, 1995.

(4) SUBSECTION (b)(10).—The amendments
made by subsection (b)(10) shall not apply to
any residual interest held by a taxpayer if
such interest has been held by such taxpayer
at all times after October 31, 1995.

CHAPTER 3—REFORM OF THE EARNED
INCOME CREDIT

SEC. 491. EARNED INCOME CREDIT DENIED TO
INDIVIDUALS NOT AUTHORIZED TO
BE EMPLOYED IN THE UNITED
STATES.

(a) IN GENERAL.—Section 32(c)(1) (relating
to individuals eligible to claim the earned
income credit) is amended by adding at the
end the following new subparagraph:

‘‘(F) IDENTIFICATION NUMBER REQUIRE-
MENT.—The term ‘eligible individual’ does
not include any individual who does not in-
clude on the return of tax for the taxable
year—

‘‘(i) such individual’s taxpayer identifica-
tion number, and

‘‘(ii) if the individual is married (within
the meaning of section 7703), the taxpayer
identification number of such individual’s
spouse.’’.

(b) SPECIAL IDENTIFICATION NUMBER.—Sec-
tion 32 is amended by adding at the end the
following new subsection:

‘‘(l) IDENTIFICATION NUMBERS.—Solely for
purposes of subsections (c)(1)(F) and
(c)(3)(D), a taxpayer identification number
means a social security number issued to an

individual by the Social Security Adminis-
tration (other than a social security number
issued pursuant to clause (II) (or that por-
tion of clause (III) that relates to clause (II))
of section 205(c)(2)(B)(i) of the Social Secu-
rity Act).’’.

(c) EXTENSION OF PROCEDURES APPLICABLE
TO MATHEMATICAL OR CLERICAL ERRORS.—
Section 6213(g)(2) (relating to the definition
of mathematical or clerical errors) is amend-
ed by striking ‘‘and’’ at the end of subpara-
graph (D), by striking the period at the end
of subparagraph (E) and inserting a comma,
and by inserting after subparagraph (E) the
following new subparagraphs:

‘‘(F) an omission of a correct taxpayer
identification number required under section
32 (relating to the earned income credit) to
be included on a return, and

‘‘(G) an entry on a return claiming the
credit under section 32 with respect to net
earnings from self-employment described in
section 32(c)(2)(A) to the extent the tax im-
posed by section 1401 (relating to self-em-
ployment tax) on such net earnings has not
been paid.’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

CHAPTER 4—COMPANY-OWNED
INSURANCE

SEC. 495. DENIAL OF DEDUCTION FOR INTEREST
ON LOANS WITH RESPECT TO COM-
PANY-OWNED INSURANCE.

(a) IN GENERAL.—Paragraph (4) of section
264(a) is amended—

(1) by inserting ‘‘, or any endowment or an-
nuity contracts owned by the taxpayer cov-
ering any individual,’’ after ‘‘the life of any
individual’’, and

(2) by striking all that follows ‘‘carried on
by the taxpayer’’ and inserting a period.

(b) EXCEPTION FOR CONTRACTS RELATING TO
KEY PERSONS; PERMISSIBLE INTEREST
RATES.—Section 264 is amended—

(1) by striking ‘‘Any’’ in subsection (a)(4)
and inserting ‘‘Except as provided in sub-
section (d), any’’, and

(2) by adding at the end the following new
subsection:

‘‘(d) SPECIAL RULES FOR APPLICATION OF
SUBSECTION (a)(4).—

‘‘(1) EXCEPTION FOR KEY PERSONS.—Sub-
section (a)(4) shall not apply to any interest
paid or accrued on any indebtedness with re-
spect to policies or contracts covering an in-
dividual who is a key person to the extent
that the aggregate amount of such indebted-
ness with respect to policies and contracts
covering such individual does not exceed
$50,000.

‘‘(2) INTEREST RATE CAP ON KEY PERSONS
AND PRE-1986 CONTRACTS.—

‘‘(A) IN GENERAL.—No deduction shall be
allowed by reason of paragraph (1) or the last
sentence of subsection (a) with respect to in-
terest paid or accrued for any month to the
extent the amount of such interest exceeds
the amount which would have been deter-
mined if the applicable rate of interest were
used for such month.

‘‘(B) APPLICABLE RATE OF INTEREST.—For
purposes of subparagraph (A)—

‘‘(i) IN GENERAL.—The applicable rate of in-
terest for any month is the rate of interest
described as Moody’s Corporate Bond Yield
Average-Monthly Average Corporates as pub-
lished by Moody’s Investors Service, Inc., or
any successor thereto, for such month.

‘‘(ii) PRE-1986 CONTRACT.—In the case of in-
debtedness on a contract to which the last
sentence of subsection (a) applies—

‘‘(I) which is a contract providing a fixed
rate of interest, the applicable rate of inter-
est for any month shall be the Moody’s rate
described in clause (i) for the month in which
the contract was purchased, or



CONGRESSIONAL RECORD — SENATES3654 April 18, 1996
‘‘(II) which is a contract providing a vari-

able rate of interest, the applicable rate of
interest for any month in an applicable pe-
riod shall be such Moody’s rate for the last
month preceding such period.
For purposes of subclause (II), the taxpayer
shall elect an applicable period for such con-
tract on its return of tax imposed by this
chapter for its first taxable year ending on
or after October 13, 1995. Such applicable pe-
riod shall be for any number of months (not
greater than 12) specified in the election and
may not be changed by the taxpayer without
the consent of the Secretary.

‘‘(3) KEY PERSON.—For purposes of para-
graph (1), the term ‘key person’ means an of-
ficer or 20-percent owner, except that the
number of individuals who may be treated as
key persons with respect to any taxpayer
shall not exceed the greater of—

‘‘(A) 5 individuals, or
‘‘(B) the lesser of 5 percent of the total offi-

cers and employees of the taxpayer or 10 in-
dividuals.

‘‘(4) 20-PERCENT OWNER.—For purposes of
this subsection, the term ‘20-percent owner’
means—

‘‘(A) if the taxpayer is a corporation, any
person who owns directly 20 percent or more
of the outstanding stock of the corporation
or stock possessing 20 percent or more of the
total combined voting power of all stock of
the corporation, or

‘‘(B) if the taxpayer is not a corporation,
any person who owns 20 percent or more of
the capital or profits interest in the em-
ployer.

‘‘(5) AGGREGATION RULES.—
‘‘(A) IN GENERAL.—For purposes of para-

graph (4)(A) and applying the $50,000 limita-
tion in paragraph (1)—

‘‘(i) all members of a controlled group shall
be treated as 1 taxpayer, and

‘‘(ii) such limitation shall be allocated
among the members of such group in such
manner as the Secretary may prescribe.

‘‘(B) CONTROLLED GROUP.—For purposes of
this paragraph, all persons treated as a sin-
gle employer under subsection (a) or (b) of
section 52 or subsection (m) or (o) of section
414 shall be treated as members of a con-
trolled group.’’.

(c) EFFECTIVE DATES.—
(1) IN GENERAL.—The amendments made by

this section shall apply to interest paid or
accrued after December 31, 1995.

(2) TRANSITION RULE FOR EXISTING INDEBT-
EDNESS.—

(A) IN GENERAL.—In the case of—
(i) indebtedness incurred before January 1,

1996, or
(ii) indebtedness incurred before January 1,

1997 with respect to any contract or policy
entered into in 1994 or 1995,

the amendments made by this section shall
not apply to qualified interest paid or ac-
crued on such indebtedness after October 13,
1995, and before January 1, 1999.

(B) QUALIFIED INTEREST.—For purposes of
subparagraph (A), the qualified interest with
respect to any indebtedness for any month is
the amount of interest which would be paid
or accrued for such month on such indebted-
ness if—

(i) in the case of any interest paid or ac-
crued after December 31, 1995, indebtedness
with respect to no more than 20,000 insured
individuals were taken into account, and

(ii) the lesser of the following rates of in-
terest were used for such month:

(I) The rate of interest specified under the
terms of the indebtedness as in effect on Oc-
tober 13, 1995 (and without regard to modi-
fication of such terms after such date).

(II) The applicable percentage rate of in-
terest described as Moody’s Corporate Bond
Yield Average-Monthly Average Corporates

as published by Moody’s Investors Service,
Inc., or any successor thereto, for such
month.

For purposes of clause (i), all persons treated
as a single employer under subsection (a) or
(b) of section 52 of the Internal Revenue Code
of 1986 or subsection (m) or (o) of section 414
of such Code shall be treated as one person.

(C) APPLICABLE PERCENTAGE.—For purposes
of subparagraph (B), the applicable percent-
age is as follows:

For calendar year: The percentage is:
1995 .............................. 100 percent
1996 .............................. 90 percent
1997 .............................. 80 percent
1998 .............................. 70 percent.

(3) SPECIAL RULE FOR GRANDFATHERED CON-
TRACTS.—This section shall not apply to any
contract purchased on or before June 20, 1986,
except that section 264(d)(2) of the Internal
Revenue Code of 1986 shall apply to interest
paid or accrued after October 13, 1995.

(d) SPREAD OF INCOME INCLUSION ON SUR-
RENDER, ETC. OF CONTRACTS.—

(1) IN GENERAL.—If any amount is received
under any life insurance policy or endow-
ment or annuity contract described in para-
graph (4) of section 264(a) of the Internal
Revenue Code of 1986—

(A) on the complete surrender, redemption,
or maturity of such policy or contract dur-
ing calendar year 1996, 1997, or 1998, or

(B) in full discharge during any such cal-
endar year of the obligation under the policy
or contract which is in the nature of a refund
of the consideration paid for the policy or
contract,

then (in lieu of any other inclusion in gross
income) such amount shall be includible in
gross income ratably over the 4-taxable year
period beginning with the taxable year such
amount would (but for this paragraph) be in-
cludible. The preceding sentence shall only
apply to the extent the amount is includible
in gross income for the taxable year in which
the event described in subparagraph (A) or
(B) occurs.

(2) SPECIAL RULES FOR APPLYING SECTION
264.—A contract shall not be treated as—

(A) failing to meet the requirement of sec-
tion 264(c)(1) of the Internal Revenue Code of
1986, or

(B) a single premium contract under sec-
tion 264(b)(1) of such Code,

solely by reason of an occurrence described
in subparagraph (A) or (B) of paragraph (1) of
this subsection or solely by reason of no ad-
ditional premiums being received under the
contract by reason of a lapse occurring after
October 13, 1995.

(3) SPECIAL RULE FOR DEFERRED ACQUISITION
COSTS.—In the case of the occurrence of any
event described in subparagraph (A) or (B) of
paragraph (1) of this subsection with respect
to any policy or contract—

(A) section 848 of the Internal Revenue
Code of 1986 shall not apply to the
unamortized balance (if any) of the specified
policy acquisition expenses attributable to
such policy or contract immediately before
the insurance company’s taxable year in
which such event occurs, and

(B) there shall be allowed as a deduction to
such company for such taxable year under
chapter 1 of such Code an amount equal to
such unamortized balance.

TITLE V—HEALTH CARE FRAUD AND
ABUSE PREVENTION

SEC. 500. AMENDMENTS AND TABLE OF CON-
TENTS.

(a) AMENDMENTS TO SOCIAL SECURITY
ACT.—Except as otherwise specifically pro-
vided, whenever in this title an amendment
is expressed in terms of an amendment to or
repeal of a section or other provision, the
reference shall be considered to be made to

that section or other provision of the Social
Security Act.

(b) TABLE OF CONTENTS OF TITLE.—The
table of contents of this title is as follows:

TITLE V—HEALTH CARE FRAUD AND
ABUSE PREVENTION

Sec. 500. Amendments and table of contents.
Subtitle A—Fraud and Abuse Control

Program
Sec. 501. Fraud and abuse control program.
Sec. 502. Medicare integrity program.
Sec. 503. Beneficiary incentive programs.
Sec. 504. Application of certain health anti-

fraud and abuse sanctions to
fraud and abuse against Federal
health care programs.

Sec. 505. Guidance regarding application of
health care fraud and abuse
sanctions.

Subtitle B—Revisions to Current Sanctions
for Fraud and Abuse

Sec. 511. Mandatory exclusion from partici-
pation in medicare and State
health care programs.

Sec. 512. Establishment of minimum period
of exclusion for certain individ-
uals and entities subject to per-
missive exclusion from medi-
care and State health care pro-
grams.

Sec. 513. Permissive exclusion of individuals
with ownership or control in-
terest in sanctioned entities.

Sec. 514. Sanctions against practitioners and
persons for failure to comply
with statutory obligations.

Sec. 515. Intermediate sanctions for medi-
care health maintenance orga-
nizations.

Sec. 516. Additional exceptions to anti-kick-
back penalties for risk-sharing
arrangements.

Sec. 517. Effective date.
Subtitle C—Data Collection and

Miscellaneous Provisions
Sec. 521. Establishment of the health care

fraud and abuse data collection
program.

Subtitle D—Civil Monetary Penalties
Sec. 531. Social Security Act civil monetary

penalties.
Subtitle E—Amendments to Criminal Law

Sec. 541. Health care fraud.
Sec. 542. Forfeitures for Federal health care

offenses.
Sec. 543. Injunctive relief relating to Fed-

eral health care offenses.
Sec. 544. False Statements.
Sec. 545. Obstruction of criminal investiga-

tions of Federal health care of-
fenses.

Sec. 546. Theft or embezzlement.
Sec. 547. Laundering of monetary instru-

ments.
Sec. 548. Authorized investigative demand

procedures.
Subtitle A—Fraud and Abuse Control

Program
SEC. 501. FRAUD AND ABUSE CONTROL PRO-

GRAM.
(a) ESTABLISHMENT OF PROGRAM.—Title XI

(42 U.S.C. 1301 et seq.) is amended by insert-
ing after section 1128B the following new sec-
tion:

‘‘FRAUD AND ABUSE CONTROL PROGRAM

‘‘SEC. 1128C. (a) ESTABLISHMENT OF PRO-
GRAM.—

‘‘(1) IN GENERAL.—Not later than January
1, 1997, the Secretary, acting through the Of-
fice of the Inspector General of the Depart-
ment of Health and Human Services, and the
Attorney General shall establish a pro-
gram—

‘‘(A) to coordinate Federal, State, and
local law enforcement programs to control
fraud and abuse with respect to health plans,
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‘‘(B) to conduct investigations, audits,

evaluations, and inspections relating to the
delivery of and payment for health care in
the United States,

‘‘(C) to facilitate the enforcement of the
provisions of sections 1128, 1128A, and 1128B
and other statutes applicable to health care
fraud and abuse,

‘‘(D) to provide for the modification and es-
tablishment of safe harbors and to issue in-
terpretative rulings and special fraud alerts
pursuant to section 1128D, and

‘‘(E) to provide for the reporting and dis-
closure of certain final adverse actions
against health care providers, suppliers, or
practitioners pursuant to the data collection
system established under section 1128E.

‘‘(2) COORDINATION WITH HEALTH PLANS.—In
carrying out the program established under
paragraph (1), the Secretary and the Attor-
ney General shall consult with, and arrange
for the sharing of data with representatives
of health plans.

‘‘(3) GUIDELINES.—
‘‘(A) IN GENERAL.—The Secretary and the

Attorney General shall issue guidelines to
carry out the program under paragraph (1).
The provisions of sections 553, 556, and 557 of
title 5, United States Code, shall not apply in
the issuance of such guidelines.

‘‘(B) INFORMATION GUIDELINES.—
‘‘(i) IN GENERAL.—Such guidelines shall in-

clude guidelines relating to the furnishing of
information by health plans, providers, and
others to enable the Secretary and the At-
torney General to carry out the program (in-
cluding coordination with health plans under
paragraph (2)).

‘‘(ii) CONFIDENTIALITY.—Such guidelines
shall include procedures to assure that such
information is provided and utilized in a
manner that appropriately protects the con-
fidentiality of the information and the pri-
vacy of individuals receiving health care
services and items.

‘‘(iii) QUALIFIED IMMUNITY FOR PROVIDING
INFORMATION.—The provisions of section
1157(a) (relating to limitation on liability)
shall apply to a person providing informa-
tion to the Secretary or the Attorney Gen-
eral in conjunction with their performance
of duties under this section.

‘‘(4) ENSURING ACCESS TO DOCUMENTATION.—
The Inspector General of the Department of
Health and Human Services is authorized to
exercise such authority described in para-
graphs (3) through (9) of section 6 of the In-
spector General Act of 1978 (5 U.S.C. App.) as
necessary with respect to the activities
under the fraud and abuse control program
established under this subsection.

‘‘(5) AUTHORITY OF INSPECTOR GENERAL.—
Nothing in this Act shall be construed to di-
minish the authority of any Inspector Gen-
eral, including such authority as provided in
the Inspector General Act of 1978 (5 U.S.C.
App.).
‘‘(b) ADDITIONAL USE OF FUNDS BY INSPECTOR
GENERAL.—

‘‘(1) REIMBURSEMENTS FOR INVESTIGA-
TIONS.—The Inspector General of the Depart-
ment of Health and Human Services is au-
thorized to receive and retain for current use
reimbursement for the costs of conducting
investigations and audits and for monitoring
compliance plans when such costs are or-
dered by a court, voluntarily agreed to by
the payor, or otherwise.

‘‘(2) CREDITING.—Funds received by the In-
spector General under paragraph (1) as reim-
bursement for costs of conducting investiga-
tions shall be deposited to the credit of the
appropriation from which initially paid, or
to appropriations for similar purposes cur-
rently available at the time of deposit, and
shall remain available for obligation for 1
year from the date of the deposit of such
funds.

‘‘(c) HEALTH PLAN DEFINED.—For purposes
of this section, the term ‘health plan’ means
a plan or program that provides health bene-
fits, whether directly, through insurance, or
otherwise, and includes—

‘‘(1) a policy of health insurance;
‘‘(2) a contract of a service benefit organi-

zation; and
‘‘(3) a membership agreement with a health

maintenance organization or other prepaid
health plan.’’.

(b) ESTABLISHMENT OF HEALTH CARE FRAUD
AND ABUSE CONTROL ACCOUNT IN FEDERAL
HOSPITAL INSURANCE TRUST FUND.—Section
1817 (42 U.S.C. 1395i) is amended by adding at
the end the following new subsection:

‘‘(k) HEALTH CARE FRAUD AND ABUSE CON-
TROL ACCOUNT.—

‘‘(1) ESTABLISHMENT.—There is hereby es-
tablished in the Trust Fund an expenditure
account to be known as the ‘Health Care
Fraud and Abuse Control Account’ (in this
subsection referred to as the ‘Account’).

‘‘(2) APPROPRIATED AMOUNTS TO TRUST
FUND.—

‘‘(A) IN GENERAL.—There are hereby appro-
priated to the Trust Fund—

‘‘(i) such gifts and bequests as may be
made as provided in subparagraph (B);

‘‘(ii) such amounts as may be deposited in
the Trust Fund as provided in sections 541(b)
and 542(c) of the Health Insurance Reform
Act of 1996, and title XI; and

‘‘(iii) such amounts as are transferred to
the Trust Fund under subparagraph (C).

‘‘(B) AUTHORIZATION TO ACCEPT GIFTS.—The
Trust Fund is authorized to accept on behalf
of the United States money gifts and be-
quests made unconditionally to the Trust
Fund, for the benefit of the Account or any
activity financed through the Account.

‘‘(C) TRANSFER OF AMOUNTS.—The Manag-
ing Trustee shall transfer to the Trust Fund,
under rules similar to the rules in section
9601 of the Internal Revenue Code of 1986, an
amount equal to the sum of the following:

‘‘(i) Criminal fines recovered in cases in-
volving a Federal health care offense (as de-
fined in section 982(a)(6)(B) of title 18, United
States Code).

‘‘(ii) Civil monetary penalties and assess-
ments imposed in health care cases, includ-
ing amounts recovered under titles XI,
XVIII, and XXI, and chapter 38 of title 31,
United States Code (except as otherwise pro-
vided by law).

‘‘(iii) Amounts resulting from the forfeit-
ure of property by reason of a Federal health
care offense.

‘‘(iv) Penalties and damages obtained and
otherwise creditable to miscellaneous re-
ceipts of the general fund of the Treasury ob-
tained under sections 3729 through 3733 of
title 31, United States Code (known as the
False Claims Act), in cases involving claims
related to the provision of health care items
and services (other than funds awarded to a
relator, for restitution or otherwise author-
ized by law).

‘‘(3) APPROPRIATED AMOUNTS TO ACCOUNT
FOR FRAUD AND ABUSE CONTROL PROGRAM,
ETC.—

‘‘(A) DEPARTMENTS OF HEALTH AND HUMAN
SERVICES AND JUSTICE.—

‘‘(i) IN GENERAL.—There are hereby appro-
priated to the Account from the Trust Fund
such sums as the Secretary and the Attorney
General certify are necessary to carry out
the purposes described in subparagraph (C),
to be available without further appropria-
tion, in an amount not to exceed—

‘‘(I) for fiscal year 1997, $104,000,000, and
‘‘(II) for each of the fiscal years 1998

through 2003, the limit for the preceding fis-
cal year, increased by 15 percent; and

‘‘(III) for each fiscal year after fiscal year
2003, the limit for fiscal year 2003.

‘‘(ii) MEDICARE AND MEDICAID ACTIVITIES.—
For each fiscal year, of the amount appro-
priated in clause (i), the following amounts
shall be available only for the purposes of
the activities of the Office of the Inspector
General of the Department of Health and
Human Services with respect to the medi-
care and medicaid programs—

‘‘(I) for fiscal year 1997, not less than
$60,000,000 and not more than $70,000,000;

‘‘(II) for fiscal year 1998, not less than
$80,000,000 and not more than $90,000,000;

‘‘(III) for fiscal year 1999, not less than
$90,000,000 and not more than $100,000,000;

‘‘(IV) for fiscal year 2000, not less than
$110,000,000 and not more than $120,000,000;

‘‘(V) for fiscal year 2001, not less than
$120,000,000 and not more than $130,000,000;

‘‘(VI) for fiscal year 2002, not less than
$140,000,000 and not more than $150,000,000;
and

‘‘(VII) for each fiscal year after fiscal year
2002, not less than $150,000,000 and not more
than $160,000,000.

‘‘(B) FEDERAL BUREAU OF INVESTIGATION.—
There are hereby appropriated from the gen-
eral fund of the United States Treasury and
hereby appropriated to the Account for
transfer to the Federal Bureau of Investiga-
tion to carry out the purposes described in
subparagraph (C)(i), to be available without
further appropriation—

‘‘(i) for fiscal year 1997, $47,000,000;
‘‘(ii) for fiscal year 1998, $56,000,000;
‘‘(iii) for fiscal year 1999, $66,000,000;
‘‘(iv) for fiscal year 2000, $76,000,000;
‘‘(v) for fiscal year 2001, $88,000,000;
‘‘(vi) for fiscal year 2002, $101,000,000; and
‘‘(vii) for each fiscal year after fiscal year

2002, $114,000,000.
‘‘(C) USE OF FUNDS.—The purposes de-

scribed in this subparagraph are to cover the
costs (including equipment, salaries and ben-
efits, and travel and training) of the admin-
istration and operation of the health care
fraud and abuse control program established
under section 1128C(a), including the costs
of—

‘‘(i) prosecuting health care matters
(through criminal, civil, and administrative
proceedings);

‘‘(ii) investigations;
‘‘(iii) financial and performance audits of

health care programs and operations;
‘‘(iv) inspections and other evaluations;

and
‘‘(v) provider and consumer education re-

garding compliance with the provisions of
title XI.

‘‘(4) APPROPRIATED AMOUNTS TO ACCOUNT

FOR MEDICARE INTEGRITY PROGRAM.—
‘‘(A) IN GENERAL.—There are hereby appro-

priated to the Account from the Trust Fund
for each fiscal year such amounts as are nec-
essary to carry out the Medicare Integrity
Program under section 1893, subject to sub-
paragraph (B) and to be available without
further appropriation.

‘‘(B) AMOUNTS SPECIFIED.—The amount ap-
propriated under subparagraph (A) for a fis-
cal year is as follows:

‘‘(i) For fiscal year 1997, such amount shall
be not less than $430,000,000 and not more
than $440,000,000.

‘‘(ii) For fiscal year 1998, such amount
shall be not less than $490,000,000 and not
more than $500,000,000.

‘‘(iii) For fiscal year 1999, such amount
shall be not less than $550,000,000 and not
more than $560,000,000.

‘‘(iv) For fiscal year 2000, such amount
shall be not less than $620,000,000 and not
more than $630,000,000.

‘‘(v) For fiscal year 2001, such amount shall
be not less than $670,000,000 and not more
than $680,000,000.
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‘‘(vi) For fiscal year 2002, such amount

shall be not less than $690,000,000 and not
more than $700,000,000.

‘‘(vii) For each fiscal year after fiscal year
2002, such amount shall be not less than
$710,000,000 and not more than $720,000,000.

‘‘(5) ANNUAL REPORT.—The Secretary and
the Attorney General shall submit jointly an
annual report to Congress on the amount of
revenue which is generated and disbursed,
and the justification for such disbursements,
by the Account in each fiscal year.’’.
SEC. 502. MEDICARE INTEGRITY PROGRAM.

(a) ESTABLISHMENT OF MEDICARE INTEGRITY
PROGRAM.—Title XVIII is amended by adding
at the end the following new section:

‘‘MEDICARE INTEGRITY PROGRAM

‘‘SEC. 1893. (a) ESTABLISHMENT OF PRO-
GRAM.—There is hereby established the Medi-
care Integrity Program (in this section re-
ferred to as the ‘Program’) under which the
Secretary shall promote the integrity of the
medicare program by entering into contracts
in accordance with this section with eligible
private entities to carry out the activities
described in subsection (b).

‘‘(b) ACTIVITIES DESCRIBED.—The activities
described in this subsection are as follows:

‘‘(1) Review of activities of providers of
services or other individuals and entities fur-
nishing items and services for which pay-
ment may be made under this title (includ-
ing skilled nursing facilities and home
health agencies), including medical and uti-
lization review and fraud review (employing
similar standards, processes, and tech-
nologies used by private health plans, includ-
ing equipment and software technologies
which surpass the capability of the equip-
ment and technologies used in the review of
claims under this title as of the date of the
enactment of this section).

‘‘(2) Audit of cost reports.
‘‘(3) Determinations as to whether pay-

ment should not be, or should not have been,
made under this title by reason of section
1862(b), and recovery of payments that
should not have been made.

‘‘(4) Education of providers of services,
beneficiaries, and other persons with respect
to payment integrity and benefit quality as-
surance issues.

‘‘(5) Developing (and periodically updating)
a list of items of durable medical equipment
in accordance with section 1834(a)(15) which
are subject to prior authorization under such
section.

‘‘(c) ELIGIBILITY OF ENTITIES.—An entity is
eligible to enter into a contract under the
Program to carry out any of the activities
described in subsection (b) if—

‘‘(1) the entity has demonstrated capabil-
ity to carry out such activities;

‘‘(2) in carrying out such activities, the en-
tity agrees to cooperate with the Inspector
General of the Department of Health and
Human Services, the Attorney General of the
United States, and other law enforcement
agencies, as appropriate, in the investigation
and deterrence of fraud and abuse in relation
to this title and in other cases arising out of
such activities;

‘‘(3) the entity complies with such conflict
of interest standards as are generally appli-
cable to Federal acquisition and procure-
ment;

‘‘(4) the entity meets such other require-
ments as the Secretary may impose; and

‘‘(5) in the case of any contract entered
into for years prior to 2000, the entity has en-
tered into an agreement under section 1816
or a contract under section 1842.
In the case of the activity described in sub-
section (b)(5), an entity shall be deemed to
be eligible to enter into a contract under the
Program to carry out the activity if the en-
tity is a carrier with a contract in effect
under section 1842.

‘‘(d) PROCESS FOR ENTERING INTO CON-
TRACTS.—The Secretary shall enter into con-
tracts under the Program in accordance with
such procedures as the Secretary shall by
regulation establish, except that such proce-
dures shall include the following:

‘‘(1) Procedures for identifying, evaluating,
and resolving organizational conflicts of in-
terest that are generally applicable to Fed-
eral acquisition and procurement.

‘‘(2) Competitive procedures must be used
when entering into new contracts under this
section, or at any other time considered ap-
propriate by the Secretary, except that the
Secretary may contract with entities that
are carrying out the activities described in
this section pursuant to agreements under
section 1816 or contracts under section 1842
in effect on the date of the enactment of this
section.

‘‘(3) A contract under this section may be
renewed without regard to any provision of
law requiring competition if the contractor
has met or exceeded the performance re-
quirements established in the current con-
tract.

‘‘(e) LIMITATION ON CONTRACTOR LIABIL-
ITY.—The Secretary shall by regulation pro-
vide for the limitation of a contractor’s li-
ability for actions taken to carry out a con-
tract under the Program, and such regula-
tion shall, to the extent the Secretary finds
appropriate, employ the same or comparable
standards and other substantive and proce-
dural provisions as are contained in section
1157.’’.

(b) ELIMINATION OF FI AND CARRIER RE-
SPONSIBILITY FOR CARRYING OUT ACTIVITIES
SUBJECT TO PROGRAM.—

(1) RESPONSIBILITIES OF FISCAL
INTERMEDIARIES UNDER PART A.—Section 1816
(42 U.S.C. 1395h) is amended by adding at the
end the following new subsection:

‘‘(l) No payment may be made for carrying
out any activity pursuant to an agreement
under this section to the extent that the ac-
tivity is carried out pursuant to a contract
under the Medicare Integrity Program under
section 1893.’’.

(2) RESPONSIBILITIES OF CARRIERS UNDER
PART B.—Section 1842(c) (42 U.S.C. 1395u(c)) is
amended by adding at the end the following
new paragraph:

‘‘(6) No payment may be made for carrying
out any activity pursuant to a contract
under this subsection to the extent that the
activity is carried out pursuant to a contract
under the Medicare Integrity Program under
section 1893. The previous sentence shall not
apply with respect to the activity described
in section 1893(b)(5) (relating to prior author-
ization of certain items of durable medical
equipment under section 1834(a)(15)).’’.
SEC. 503. BENEFICIARY INCENTIVE PROGRAMS.

(a) CLARIFICATION OF REQUIREMENT TO PRO-
VIDE EXPLANATION OF MEDICARE BENEFITS.—
The Secretary of Health and Human Services
(in this section referred to as the ‘‘Sec-
retary’’) shall provide an explanation of ben-
efits under the medicare program under title
XVIII of the Social Security Act with re-
spect to each item or service for which pay-
ment may be made under the program which
is furnished to an individual, without regard
to whether or not a deductible or coinsur-
ance may be imposed against the individual
with respect to the item or service.

(b) PROGRAM TO COLLECT INFORMATION ON
FRAUD AND ABUSE.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to report to the
Secretary information on individuals and en-
tities who are engaging or who have engaged
in acts or omissions which constitute

grounds for the imposition of a sanction
under section 1128, section 1128A, or section
1128B of the Social Security Act, or who have
otherwise engaged in fraud and abuse against
the medicare program for which there is a
sanction provided under law. The program
shall discourage provision of, and not con-
sider, information which is frivolous or oth-
erwise not relevant or material to the impo-
sition of such a sanction.

(2) PAYMENT OF PORTION OF AMOUNTS COL-
LECTED.—If an individual reports informa-
tion to the Secretary under the program es-
tablished under paragraph (1) which serves as
the basis for the collection by the Secretary
or the Attorney General of any amount of at
least $100 (other than any amount paid as a
penalty under section 1128B of the Social Se-
curity Act), the Secretary may pay a portion
of the amount collected to the individual
(under procedures similar to those applicable
under section 7623 of the Internal Revenue
Code of 1986 to payments to individuals pro-
viding information on violations of such
Code).

(c) PROGRAM TO COLLECT INFORMATION ON
PROGRAM EFFICIENCY.—

(1) ESTABLISHMENT OF PROGRAM.—Not later
than 3 months after the date of the enact-
ment of this Act, the Secretary shall estab-
lish a program under which the Secretary
shall encourage individuals to submit to the
Secretary suggestions on methods to im-
prove the efficiency of the medicare pro-
gram.

(2) PAYMENT OF PORTION OF PROGRAM SAV-
INGS.—If an individual submits a suggestion
to the Secretary under the program estab-
lished under paragraph (1) which is adopted
by the Secretary and which results in sav-
ings to the program, the Secretary may
make a payment to the individual of such
amount as the Secretary considers appro-
priate.
SEC. 504. APPLICATION OF CERTAIN HEALTH

ANTI-FRAUD AND ABUSE SANCTIONS
TO FRAUD AND ABUSE AGAINST
FEDERAL HEALTH CARE PROGRAMS.

(a) IN GENERAL.—Section 1128B (42 U.S.C.
1320a–7b) is amended as follows:

(1) In the heading, by striking ‘‘MEDICARE
OR STATE HEALTH CARE PROGRAMS’’ and in-
serting ‘‘FEDERAL HEALTH CARE PROGRAMS’’.

(2) In subsection (a)(1), by striking ‘‘a pro-
gram under title XVIII or a State health
care program (as defined in section 1128(h))’’
and inserting ‘‘a Federal health care pro-
gram’’.

(3) In subsection (a)(5), by striking ‘‘a pro-
gram under title XVIII or a State health
care program’’ and inserting ‘‘a Federal
health care program’’.

(4) In the second sentence of subsection
(a)—

(A) by striking ‘‘a State plan approved
under title XIX’’ and inserting ‘‘a Federal
health care program’’, and

(B) by striking ‘‘the State may at its op-
tion (notwithstanding any other provision of
that title or of such plan)’’ and inserting
‘‘the administrator of such program may at
its option (notwithstanding any other provi-
sion of such program)’’.

(5) In subsection (b), by striking ‘‘title
XVIII or a State health care program’’ each
place it appears and inserting ‘‘a Federal
health care program’’.

(6) In subsection (c), by inserting ‘‘(as de-
fined in section 1128(h))’’ after ‘‘a State
health care program’’.

(7) By adding at the end the following new
subsection:

‘‘(f) For purposes of this section, the term
‘Federal health care program’ means—

‘‘(1) any plan or program that provides
health benefits, whether directly, through
insurance, or otherwise, which is funded di-
rectly, in whole or in part, by the United
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States Government (other than the health
insurance program under chapter 89 of title
5, United States Code); or

‘‘(2) any State health care program, as de-
fined in section 1128(h).’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 1997.
SEC. 505. GUIDANCE REGARDING APPLICATION

OF HEALTH CARE FRAUD AND
ABUSE SANCTIONS.

Title XI (42 U.S.C. 1301 et seq.), as amended
by section 501, is amended by inserting after
section 1128C the following new section:

‘‘GUIDANCE REGARDING APPLICATION OF
HEALTH CARE FRAUD AND ABUSE SANCTIONS

‘‘SEC. 1128D. (a) SOLICITATION AND PUBLICA-
TION OF MODIFICATIONS TO EXISTING SAFE
HARBORS AND NEW SAFE HARBORS.—

‘‘(1) IN GENERAL.—
‘‘(A) SOLICITATION OF PROPOSALS FOR SAFE

HARBORS.—Not later than January 1, 1997,
and not less than annually thereafter, the
Secretary shall publish a notice in the Fed-
eral Register soliciting proposals, which will
be accepted during a 60-day period, for—

‘‘(i) modifications to existing safe harbors
issued pursuant to section 14(a) of the Medi-
care and Medicaid Patient and Program Pro-
tection Act of 1987 (42 U.S.C. 1320a–7b note);

‘‘(ii) additional safe harbors specifying
payment practices that shall not be treated
as a criminal offense under section 1128B(b)
and shall not serve as the basis for an exclu-
sion under section 1128(b)(7);

‘‘(iii) interpretive rulings to be issued pur-
suant to subsection (b); and

‘‘(iv) special fraud alerts to be issued pur-
suant to subsection (c).

‘‘(B) PUBLICATION OF PROPOSED MODIFICA-
TIONS AND PROPOSED ADDITIONAL SAFE HAR-
BORS.—After considering the proposals de-
scribed in clauses (i) and (ii) of subparagraph
(A), the Secretary, in consultation with the
Attorney General, shall publish in the Fed-
eral Register proposed modifications to ex-
isting safe harbors and proposed additional
safe harbors, if appropriate, with a 60-day
comment period. After considering any pub-
lic comments received during this period,
the Secretary shall issue final rules modify-
ing the existing safe harbors and establish-
ing new safe harbors, as appropriate.

‘‘(C) REPORT.—The Inspector General of
the Department of Health and Human Serv-
ices (in this section referred to as the ‘In-
spector General’) shall, in an annual report
to Congress or as part of the year-end semi-
annual report required by section 5 of the In-
spector General Act of 1978 (5 U.S.C. App.),
describe the proposals received under clauses
(i) and (ii) of subparagraph (A) and explain
which proposals were included in the publi-
cation described in subparagraph (B), which
proposals were not included in that publica-
tion, and the reasons for the rejection of the
proposals that were not included.

‘‘(2) CRITERIA FOR MODIFYING AND ESTAB-
LISHING SAFE HARBORS.—In modifying and es-
tablishing safe harbors under paragraph
(1)(B), the Secretary may consider the extent
to which providing a safe harbor for the spec-
ified payment practice may result in any of
the following:

‘‘(A) An increase or decrease in access to
health care services.

‘‘(B) An increase or decrease in the quality
of health care services.

‘‘(C) An increase or decrease in patient
freedom of choice among health care provid-
ers.

‘‘(D) An increase or decrease in competi-
tion among health care providers.

‘‘(E) An increase or decrease in the ability
of health care facilities to provide services in
medically underserved areas or to medically
underserved populations.

‘‘(F) An increase or decrease in the cost to
Federal health care programs (as defined in
section 1128B(f)).

‘‘(G) An increase or decrease in the poten-
tial overutilization of health care services.

‘‘(H) The existence or nonexistence of any
potential financial benefit to a health care
professional or provider which may vary
based on their decisions of—

‘‘(i) whether to order a health care item or
service; or

‘‘(ii) whether to arrange for a referral of
health care items or services to a particular
practitioner or provider.

‘‘(I) Any other factors the Secretary deems
appropriate in the interest of preventing
fraud and abuse in Federal health care pro-
grams (as so defined).

‘‘(b) INTERPRETIVE RULINGS.—
‘‘(1) IN GENERAL.—
‘‘(A) REQUEST FOR INTERPRETIVE RULING.—

Any person may present, at any time, a re-
quest to the Inspector General for a state-
ment of the Inspector General’s current in-
terpretation of the meaning of a specific as-
pect of the application of sections 1128A and
1128B (in this section referred to as an ‘inter-
pretive ruling’).

‘‘(B) ISSUANCE AND EFFECT OF INTERPRETIVE
RULING.—

‘‘(i) IN GENERAL.—If appropriate, the In-
spector General shall in consultation with
the Attorney General, issue an interpretive
ruling not later than 90 days after receiving
a request described in subparagraph (A). In-
terpretive rulings shall not have the force of
law and shall be treated as an interpretive
rule within the meaning of section 553(b) of
title 5, United States Code. All interpretive
rulings issued pursuant to this clause shall
be published in the Federal Register or oth-
erwise made available for public inspection.

‘‘(ii) REASONS FOR DENIAL.—If the Inspector
General does not issue an interpretive ruling
in response to a request described in sub-
paragraph (A), the Inspector General shall
notify the requesting party of such decision
not later than 60 days after receiving such a
request and shall identify the reasons for
such decision.

‘‘(2) CRITERIA FOR INTERPRETIVE RULINGS.—
‘‘(A) IN GENERAL.—In determining whether

to issue an interpretive ruling under para-
graph (1)(B), the Inspector General may con-
sider—

‘‘(i) whether and to what extent the re-
quest identifies an ambiguity within the lan-
guage of the statute, the existing safe har-
bors, or previous interpretive rulings; and

‘‘(ii) whether the subject of the requested
interpretive ruling can be adequately ad-
dressed by interpretation of the language of
the statute, the existing safe harbor rules, or
previous interpretive rulings, or whether the
request would require a substantive ruling
(as defined in section 552 of title 5, United
States Code) not authorized under this sub-
section.

‘‘(B) NO RULINGS ON FACTUAL ISSUES.—The
Inspector General shall not give an interpre-
tive ruling on any factual issue, including
the intent of the parties or the fair market
value of particular leased space or equip-
ment.

‘‘(c) SPECIAL FRAUD ALERTS.—
‘‘(1) IN GENERAL.—
‘‘(A) REQUEST FOR SPECIAL FRAUD ALERTS.—

Any person may present, at any time, a re-
quest to the Inspector General for a notice
which informs the public of practices which
the Inspector General considers to be suspect
or of particular concern under the medicare
program or a State health care program, as
defined in section 1128(h) (in this subsection
referred to as a ‘special fraud alert’).

‘‘(B) ISSUANCE AND PUBLICATION OF SPECIAL
FRAUD ALERTS.—Upon receipt of a request de-
scribed in subparagraph (A), the Inspector

General shall investigate the subject matter
of the request to determine whether a special
fraud alert should be issued. If appropriate,
the Inspector General shall issue a special
fraud alert in response to the request. All
special fraud alerts issued pursuant to this
subparagraph shall be published in the Fed-
eral Register.

‘‘(2) CRITERIA FOR SPECIAL FRAUD ALERTS.—
In determining whether to issue a special
fraud alert upon a request described in para-
graph (1), the Inspector General may con-
sider—

‘‘(A) whether and to what extent the prac-
tices that would be identified in the special
fraud alert may result in any of the con-
sequences described in subsection (a)(2); and

‘‘(B) the volume and frequency of the con-
duct that would be identified in the special
fraud alert.’’.

Subtitle B—Revisions to Current Sanctions
for Fraud and Abuse

SEC. 511. MANDATORY EXCLUSION FROM PAR-
TICIPATION IN MEDICARE AND
STATE HEALTH CARE PROGRAMS.

(a) INDIVIDUAL CONVICTED OF FELONY RE-
LATING TO HEALTH CARE FRAUD.—

(1) IN GENERAL.—Section 1128(a) (42 U.S.C.
1320a–7(a)) is amended by adding at the end
the following new paragraph:

‘‘(3) FELONY CONVICTION RELATING TO
HEALTH CARE FRAUD.—Any individual or en-
tity that has been convicted after the date of
the enactment of the Health Insurance Re-
form Act of 1996, under Federal or State law,
in connection with the delivery of a health
care item or service or with respect to any
act or omission in a health care program
(other than those specifically described in
paragraph (1)) operated by or financed in
whole or in part by any Federal, State, or
local government agency, of a criminal of-
fense consisting of a felony relating to fraud,
theft, embezzlement, breach of fiduciary re-
sponsibility, or other financial misconduct.’’.

(2) CONFORMING AMENDMENT.—Paragraph
(1) of section 1128(b) (42 U.S.C. 1320a–7(b)) is
amended to read as follows:

‘‘(1) CONVICTION RELATING TO FRAUD.—Any
individual or entity that has been convicted
after the date of the enactment of the Health
Insurance Reform Act of 1996, under Federal
or State law—

‘‘(A) of a criminal offense consisting of a
misdemeanor relating to fraud, theft, embez-
zlement, breach of fiduciary responsibility,
or other financial misconduct—

‘‘(i) in connection with the delivery of a
health care item or service, or

‘‘(ii) with respect to any act or omission in
a health care program (other than those spe-
cifically described in subsection (a)(1)) oper-
ated by or financed in whole or in part by
any Federal, State, or local government
agency; or

‘‘(B) of a criminal offense relating to fraud,
theft, embezzlement, breach of fiduciary re-
sponsibility, or other financial misconduct
with respect to any act or omission in a pro-
gram (other than a health care program) op-
erated by or financed in whole or in part by
any Federal, State, or local government
agency.’’.

(b) INDIVIDUAL CONVICTED OF FELONY RE-
LATING TO CONTROLLED SUBSTANCE.—

(1) IN GENERAL.—Section 1128(a) (42 U.S.C.
1320a–7(a)), as amended by subsection (a), is
amended by adding at the end the following
new paragraph:

‘‘(4) FELONY CONVICTION RELATING TO CON-
TROLLED SUBSTANCE.—Any individual or en-
tity that has been convicted after the date of
the enactment of the Health Insurance Re-
form Act of 1996, under Federal or State law,
of a criminal offense consisting of a felony
relating to the unlawful manufacture, dis-
tribution, prescription, or dispensing of a
controlled substance.’’.
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(2) CONFORMING AMENDMENT.—Section

1128(b)(3) (42 U.S.C. 1320a–7(b)(3)) is amend-
ed—

(A) in the heading, by striking ‘‘CONVIC-
TION’’ and inserting ‘‘MISDEMEANOR CONVIC-
TION’’; and

(B) by striking ‘‘criminal offense’’ and in-
serting ‘‘criminal offense consisting of a mis-
demeanor’’.
SEC. 512. ESTABLISHMENT OF MINIMUM PERIOD

OF EXCLUSION FOR CERTAIN INDI-
VIDUALS AND ENTITIES SUBJECT TO
PERMISSIVE EXCLUSION FROM MED-
ICARE AND STATE HEALTH CARE
PROGRAMS.

Section 1128(c)(3) (42 U.S.C. 1320a–7(c)(3)) is
amended by adding at the end the following
new subparagraphs:

‘‘(D) In the case of an exclusion of an indi-
vidual or entity under paragraph (1), (2), or
(3) of subsection (b), the period of the exclu-
sion shall be 3 years, unless the Secretary
determines in accordance with published reg-
ulations that a shorter period is appropriate
because of mitigating circumstances or that
a longer period is appropriate because of ag-
gravating circumstances.

‘‘(E) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(4) or
(b)(5), the period of the exclusion shall not be
less than the period during which the indi-
vidual’s or entity’s license to provide health
care is revoked, suspended, or surrendered,
or the individual or the entity is excluded or
suspended from a Federal or State health
care program.

‘‘(F) In the case of an exclusion of an indi-
vidual or entity under subsection (b)(6)(B),
the period of the exclusion shall be not less
than 1 year.’’.
SEC. 513. PERMISSIVE EXCLUSION OF INDIVID-

UALS WITH OWNERSHIP OR CON-
TROL INTEREST IN SANCTIONED EN-
TITIES.

Section 1128(b) (42 U.S.C. 1320a–7(b)) is
amended by adding at the end the following
new paragraph:

‘‘(15) INDIVIDUALS CONTROLLING A SANC-
TIONED ENTITY.—(A) Any individual—

‘‘(i) who has a direct or indirect ownership
or control interest in a sanctioned entity
and who knows or should know (as defined in
section 1128A(i)(6)) of the action constituting
the basis for the conviction or exclusion de-
scribed in subparagraph (B); or

‘‘(ii) who is an officer or managing em-
ployee (as defined in section 1126(b)) of such
an entity.

‘‘(B) For purposes of subparagraph (A), the
term ‘sanctioned entity’ means an entity—

‘‘(i) that has been convicted of any offense
described in subsection (a) or in paragraph
(1), (2), or (3) of this subsection; or

‘‘(ii) that has been excluded from partici-
pation under a program under title XVIII or
under a State health care program.’’.
SEC. 514. SANCTIONS AGAINST PRACTITIONERS

AND PERSONS FOR FAILURE TO
COMPLY WITH STATUTORY OBLIGA-
TIONS.

(a) MINIMUM PERIOD OF EXCLUSION FOR
PRACTITIONERS AND PERSONS FAILING TO
MEET STATUTORY OBLIGATIONS.—

(1) IN GENERAL.—The second sentence of
section 1156(b)(1) (42 U.S.C. 1320c–5(b)(1)) is
amended by striking ‘‘may prescribe)’’ and
inserting ‘‘may prescribe, except that such
period may not be less than 1 year)’’.

(2) CONFORMING AMENDMENT.—Section
1156(b)(2) (42 U.S.C. 1320c–5(b)(2)) is amended
by striking ‘‘shall remain’’ and inserting
‘‘shall (subject to the minimum period speci-
fied in the second sentence of paragraph (1))
remain’’.

(b) REPEAL OF ‘‘UNWILLING OR UNABLE’’
CONDITION FOR IMPOSITION OF SANCTION.—
Section 1156(b)(1) (42 U.S.C. 1320c–5(b)(1)) is
amended—

(1) in the second sentence, by striking ‘‘and
determines’’ and all that follows through
‘‘such obligations,’’; and

(2) by striking the third sentence.
SEC. 515. INTERMEDIATE SANCTIONS FOR MEDI-

CARE HEALTH MAINTENANCE ORGA-
NIZATIONS.

(a) APPLICATION OF INTERMEDIATE SANC-
TIONS FOR ANY PROGRAM VIOLATIONS.—

(1) IN GENERAL.—Section 1876(i)(1) (42
U.S.C. 1395mm(i)(1)) is amended by striking
‘‘the Secretary may terminate’’ and all that
follows and inserting ‘‘in accordance with
procedures established under paragraph (9),
the Secretary may at any time terminate
any such contract or may impose the inter-
mediate sanctions described in paragraph
(6)(B) or (6)(C) (whichever is applicable) on
the eligible organization if the Secretary de-
termines that the organization—

‘‘(A) has failed substantially to carry out
the contract;

‘‘(B) is carrying out the contract in a man-
ner substantially inconsistent with the effi-
cient and effective administration of this
section; or

‘‘(C) no longer substantially meets the ap-
plicable conditions of subsections (b), (c), (e),
and (f).’’.

(2) OTHER INTERMEDIATE SANCTIONS FOR
MISCELLANEOUS PROGRAM VIOLATIONS.—Sec-
tion 1876(i)(6) (42 U.S.C. 1395mm(i)(6)) is
amended by adding at the end the following
new subparagraph:

‘‘(C) In the case of an eligible organization
for which the Secretary makes a determina-
tion under paragraph (1) the basis of which is
not described in subparagraph (A), the Sec-
retary may apply the following intermediate
sanctions:

‘‘(i) Civil money penalties of not more than
$25,000 for each determination under para-
graph (1) if the deficiency that is the basis of
the determination has directly adversely af-
fected (or has the substantial likelihood of
adversely affecting) an individual covered
under the organization’s contract.

‘‘(ii) Civil money penalties of not more
than $10,000 for each week beginning after
the initiation of procedures by the Secretary
under paragraph (9) during which the defi-
ciency that is the basis of a determination
under paragraph (1) exists.

‘‘(iii) Suspension of enrollment of individ-
uals under this section after the date the
Secretary notifies the organization of a de-
termination under paragraph (1) and until
the Secretary is satisfied that the deficiency
that is the basis for the determination has
been corrected and is not likely to recur.’’.

(3) PROCEDURES FOR IMPOSING SANCTIONS.—
Section 1876(i) (42 U.S.C. 1395mm(i)) is
amended by adding at the end the following
new paragraph:

‘‘(9) The Secretary may terminate a con-
tract with an eligible organization under
this section or may impose the intermediate
sanctions described in paragraph (6) on the
organization in accordance with formal in-
vestigation and compliance procedures es-
tablished by the Secretary under which—

‘‘(A) the Secretary first provides the orga-
nization with the reasonable opportunity to
develop and implement a corrective action
plan to correct the deficiencies that were the
basis of the Secretary’s determination under
paragraph (1) and the organization fails to
develop or implement such a plan;

‘‘(B) in deciding whether to impose sanc-
tions, the Secretary considers aggravating
factors such as whether an organization has
a history of deficiencies or has not taken ac-
tion to correct deficiencies the Secretary has
brought to the organization’s attention;

‘‘(C) there are no unreasonable or unneces-
sary delays between the finding of a defi-
ciency and the imposition of sanctions; and

‘‘(D) the Secretary provides the organiza-
tion with reasonable notice and opportunity
for hearing (including the right to appeal an
initial decision) before imposing any sanc-
tion or terminating the contract.’’.

(4) CONFORMING AMENDMENTS.—Section
1876(i)(6)(B) (42 U.S.C. 1395mm(i)(6)(B)) is
amended by striking the second sentence.

(b) AGREEMENTS WITH PEER REVIEW ORGA-
NIZATIONS.—Section 1876(i)(7)(A) (42 U.S.C.
1395mm(i)(7)(A)) is amended by striking ‘‘an
agreement’’ and inserting ‘‘a written agree-
ment’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to contract years beginning on or after Janu-
ary 1, 1997.
SEC. 516. ADDITIONAL EXCEPTIONS TO ANTI-

KICKBACK PENALTIES FOR RISK-
SHARING ARRANGEMENTS.

(a) IN GENERAL.—Section 1128B(b)(3) (42
U.S.C. 1320a–7b(b)(3)) is amended—

(1) by striking ‘‘and’’ at the end of subpara-
graph (D);

(2) by striking the period at the end of sub-
paragraph (E) and inserting ‘‘; and’’; and

(3) by adding at the end the following new
subparagraph:

‘‘(F) any remuneration between an organi-
zation and an individual or entity providing
items or services pursuant to a written
agreement between the organization and the
individual or entity if the organization is an
eligible organization under section 1876, or if
the written agreement places the individual
or entity at substantial financial risk for the
cost or utilization of the items or services,
or a combination thereof, which the individ-
ual or entity is obligated to provide, whether
through a withhold or capitation, or other
similar risk arrangements which places the
individual or entity at substantial financial
risk.’’.

(b) REGULATIONS.—Section 1128B(b) (42
U.S.C. 1320a–7b(b)) is amended by adding at
the end the following new paragraph:

‘‘(4) The Secretary, in consultation with
the Attorney General, not later than 1 year
after the date of enactment of Health Insur-
ance Reform Act of 1996, and not less than
every 2 years thereafter, shall promulgate
regulations to define substantial financial
risk as necessary to protect against program
or patient abuse.’’.
SEC. 517. EFFECTIVE DATE.

Except as otherwise provided, the amend-
ments made by this subtitle shall take effect
January 1, 1997.

Subtitle C—Data Collection and
Miscellaneous Provisions

SEC. 521. ESTABLISHMENT OF THE HEALTH CARE
FRAUD AND ABUSE DATA COLLEC-
TION PROGRAM.

(a) IN GENERAL.—Title XI (42 U.S.C. 1301 et
seq.), as amended by sections 501 and 505, is
amended by inserting after section 1128D the
following new section:

‘‘HEALTH CARE FRAUD AND ABUSE DATA
COLLECTION PROGRAM

‘‘SEC. 1128E. (a) GENERAL PURPOSE.—Not
later than January 1, 1997, the Secretary
shall establish a national health care fraud
and abuse data collection program for the re-
porting of final adverse actions (not includ-
ing settlements in which no findings of li-
ability have been made) against health care
providers, suppliers, or practitioners as re-
quired by subsection (b), with access as set
forth in subsection (c).

‘‘(b) REPORTING OF INFORMATION.—
‘‘(1) IN GENERAL.—Each Government agen-

cy and health plan shall report any final ad-
verse action (not including settlements in
which no findings of liability have been
made) taken against a health care provider,
supplier, or practitioner.
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‘‘(2) INFORMATION TO BE REPORTED.—The in-

formation to be reported under paragraph (1)
includes:

‘‘(A) The name and TIN (as defined in sec-
tion 7701(a)(41) of the Internal Revenue Code
of 1986) of any health care provider, supplier,
or practitioner who is the subject of a final
adverse action.

‘‘(B) The name (if known) of any health
care entity with which a health care pro-
vider, supplier, or practitioner is affiliated
or associated.

‘‘(C) The nature of the final adverse action
and whether such action is on appeal.

‘‘(D) A description of the acts or omissions
and injuries upon which the final adverse ac-
tion was based, and such other information
as the Secretary determines by regulation is
required for appropriate interpretation of in-
formation reported under this section.

‘‘(3) CONFIDENTIALITY.—In determining
what information is required, the Secretary
shall include procedures to assure that the
privacy of individuals receiving health care
services is appropriately protected.

‘‘(4) TIMING AND FORM OF REPORTING.—The
information required to be reported under
this subsection shall be reported regularly
(but not less often than monthly) and in such
form and manner as the Secretary pre-
scribes. Such information shall first be re-
quired to be reported on a date specified by
the Secretary.

‘‘(5) TO WHOM REPORTED.—The information
required to be reported under this subsection
shall be reported to the Secretary.

‘‘(c) DISCLOSURE AND CORRECTION OF INFOR-
MATION.—

‘‘(1) DISCLOSURE.—With respect to the in-
formation about final adverse actions (not
including settlements in which no findings of
liability have been made) reported to the
Secretary under this section respecting a
health care provider, supplier, or practi-
tioner, the Secretary shall, by regulation,
provide for—

‘‘(A) disclosure of the information, upon
request, to the health care provider, sup-
plier, or licensed practitioner, and

‘‘(B) procedures in the case of disputed ac-
curacy of the information.

‘‘(2) CORRECTIONS.—Each Government
agency and health plan shall report correc-
tions of information already reported about
any final adverse action taken against a
health care provider, supplier, or practi-
tioner, in such form and manner that the
Secretary prescribes by regulation.

‘‘(d) ACCESS TO REPORTED INFORMATION.—
‘‘(1) AVAILABILITY.—The information in

this database shall be available to Federal
and State government agencies and health
plans pursuant to procedures that the Sec-
retary shall provide by regulation.

‘‘(2) FEES FOR DISCLOSURE.—The Secretary
may establish or approve reasonable fees for
the disclosure of information in this
database (other than with respect to re-
quests by Federal agencies). The amount of
such a fee shall be sufficient to recover the
full costs of operating the database. Such
fees shall be available to the Secretary or, in
the Secretary’s discretion to the agency des-
ignated under this section to cover such
costs.

‘‘(e) PROTECTION FROM LIABILITY FOR RE-
PORTING.—No person or entity, including the
agency designated by the Secretary in sub-
section (b)(5) shall be held liable in any civil
action with respect to any report made as re-
quired by this section, without knowledge of
the falsity of the information contained in
the report.

‘‘(f) COORDINATION WITH NATIONAL PRACTI-
TIONER DATA BANK.—The Secretary shall im-
plement this section in such a manner as to
avoid duplication with the reporting require-
ments established for the National Practi-

tioner Data Bank under the Health Care
Quality Improvement Act of 1986 (42 U.S.C.
11101 et seq.).

‘‘(g) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section:

‘‘(1) FINAL ADVERSE ACTION.—
‘‘(A) IN GENERAL.—The term ‘final adverse

action’ includes:
‘‘(i) Civil judgments against a health care

provider, supplier, or practitioner in Federal
or State court related to the delivery of a
health care item or service.

‘‘(ii) Federal or State criminal convictions
related to the delivery of a health care item
or service.

‘‘(iii) Actions by Federal or State agencies
responsible for the licensing and certifi-
cation of health care providers, suppliers,
and licensed health care practitioners, in-
cluding—

‘‘(I) formal or official actions, such as rev-
ocation or suspension of a license (and the
length of any such suspension), reprimand,
censure or probation,

‘‘(II) any other loss of license or the right
to apply for, or renew, a license of the pro-
vider, supplier, or practitioner, whether by
operation of law, voluntary surrender, non-
renewability, or otherwise, or

‘‘(III) any other negative action or finding
by such Federal or State agency that is pub-
licly available information.

‘‘(iv) Exclusion from participation in Fed-
eral or State health care programs due to
program violations.

‘‘(v) Any other adjudicated actions or deci-
sions that the Secretary shall establish by
regulation.

‘‘(B) EXCEPTION.—The term does not in-
clude any action with respect to a mal-
practice claim.

‘‘(2) PRACTITIONER.—The terms ‘licensed
health care practitioner’, ‘licensed practi-
tioner’, and ‘practitioner’ mean, with respect
to a State, an individual who is licensed or
otherwise authorized by the State to provide
health care services (or any individual who,
without authority holds himself or herself
out to be so licensed or authorized).

‘‘(3) GOVERNMENT AGENCY.—The term ‘Gov-
ernment agency’ shall include:

‘‘(A) The Department of Justice.
‘‘(B) The Department of Health and Human

Services.
‘‘(C) Any other Federal agency that either

administers or provides payment for the de-
livery of health care services, including, but
not limited to the Department of Defense
and the Veterans’ Administration.

‘‘(D) State law enforcement agencies.
‘‘(E) State medicaid fraud control units.
‘‘(F) Federal or State agencies responsible

for the licensing and certification of health
care providers and licensed health care prac-
titioners.

‘‘(4) HEALTH PLAN.—The term ‘health plan’
has the meaning given such term by section
1128C(c).

‘‘(5) DETERMINATION OF CONVICTION.—For
purposes of paragraph (1), the existence of a
conviction shall be determined under para-
graph (4) of section 1128(i).’’.

(b) IMPROVED PREVENTION IN ISSUANCE OF
MEDICARE PROVIDER NUMBERS.—Section
1842(r) (42 U.S.C. 1395u(r)) is amended by add-
ing at the end the following new sentence:
‘‘Under such system, the Secretary may im-
pose appropriate fees on such physicians to
cover the costs of investigation and recertifi-
cation activities with respect to the issuance
of the identifiers.’’.

Subtitle D—Civil Monetary Penalties
SEC. 531. SOCIAL SECURITY ACT CIVIL MONE-

TARY PENALTIES.
(a) GENERAL CIVIL MONETARY PENALTIES.—

Section 1128A (42 U.S.C. 1320a–7a) is amended
as follows:

(1) In the third sentence of subsection (a),
by striking ‘‘programs under title XVIII’’
and inserting ‘‘Federal health care programs
(as defined in section 1128B(f)(1))’’.

(2) In subsection (f)—
(A) by redesignating paragraph (3) as para-

graph (4); and
(B) by inserting after paragraph (2) the fol-

lowing new paragraph:
‘‘(3) With respect to amounts recovered

arising out of a claim under a Federal health
care program (as defined in section 1128B(f)),
the portion of such amounts as is determined
to have been paid by the program shall be re-
paid to the program, and the portion of such
amounts attributable to the amounts recov-
ered under this section by reason of the
amendments made by the Health Insurance
Reform Act of 1996 (as estimated by the Sec-
retary) shall be deposited into the Federal
Hospital Insurance Trust Fund pursuant to
section 1817(k)(2)(C).’’.

(3) In subsection (i)—
(A) in paragraph (2), by striking ‘‘title V,

XVIII, XIX, or XX of this Act’’ and inserting
‘‘a Federal health care program (as defined
in section 1128B(f))’’,

(B) in paragraph (4), by striking ‘‘a health
insurance or medical services program under
title XVIII or XIX of this Act’’ and inserting
‘‘a Federal health care program (as so de-
fined)’’, and

(C) in paragraph (5), by striking ‘‘title V,
XVIII, XIX, or XX’’ and inserting ‘‘a Federal
health care program (as so defined)’’.

(4) By adding at the end the following new
subsection:

‘‘(m)(1) For purposes of this section, with
respect to a Federal health care program not
contained in this Act, references to the Sec-
retary in this section shall be deemed to be
references to the Secretary or Administrator
of the department or agency with jurisdic-
tion over such program and references to the
Inspector General of the Department of
Health and Human Services in this section
shall be deemed to be references to the In-
spector General of the applicable department
or agency.

‘‘(2)(A) The Secretary and Administrator of
the departments and agencies referred to in
paragraph (1) may include in any action pur-
suant to this section, claims within the ju-
risdiction of other Federal departments or
agencies as long as the following conditions
are satisfied:

‘‘(i) The case involves primarily claims
submitted to the Federal health care pro-
grams of the department or agency initiat-
ing the action.

‘‘(ii) The Secretary or Administrator of the
department or agency initiating the action
gives notice and an opportunity to partici-
pate in the investigation to the Inspector
General of the department or agency with
primary jurisdiction over the Federal health
care programs to which the claims were sub-
mitted.

‘‘(B) If the conditions specified in subpara-
graph (A) are fulfilled, the Inspector General
of the department or agency initiating the
action is authorized to exercise all powers
granted under the Inspector General Act of
1978 with respect to the claims submitted to
the other departments or agencies to the
same manner and extent as provided in that
Act with respect to claims submitted to such
departments or agencies.’’.

(b) EXCLUDED INDIVIDUAL RETAINING OWN-
ERSHIP OR CONTROL INTEREST IN PARTICIPAT-
ING ENTITY.—Section 1128A(a) (42 U.S.C.
1320a–7a(a)) is amended—

(1) by striking ‘‘or’’ at the end of paragraph
(1)(D);

(2) by striking ‘‘, or’’ at the end of para-
graph (2) and inserting a semicolon;

(3) by striking the semicolon at the end of
paragraph (3) and inserting ‘‘; or’’; and
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(4) by inserting after paragraph (3) the fol-

lowing new paragraph:
‘‘(4) in the case of a person who is not an

organization, agency, or other entity, is ex-
cluded from participating in a program
under title XVIII or a State health care pro-
gram in accordance with this subsection or
under section 1128 and who, at the time of a
violation of this subsection—

‘‘(i) retains a direct or indirect ownership
or control interest in an entity that is par-
ticipating in a program under title XVIII or
a State health care program, and who knows
or should know of the action constituting
the basis for the exclusion; or

‘‘(ii) is an officer or managing employee (as
defined in section 1126(b)) of such an en-
tity;’’.

(c) MODIFICATIONS OF AMOUNTS OF PEN-
ALTIES AND ASSESSMENTS.—Section 1128A(a)
(42 U.S.C. 1320a–7a(a)), as amended by sub-
section (b), is amended in the matter follow-
ing paragraph (4)—

(1) by striking ‘‘$2,000’’ and inserting
‘‘$10,000’’;

(2) by inserting ‘‘; in cases under paragraph
(4), $10,000 for each day the prohibited rela-
tionship occurs’’ after ‘‘false or misleading
information was given’’; and

(3) by striking ‘‘twice the amount’’ and in-
serting ‘‘3 times the amount’’.

(d) CLAIM FOR ITEM OR SERVICE BASED ON
INCORRECT CODING OR MEDICALLY UNNECES-
SARY SERVICES.—Section 1128A(a)(1) (42
U.S.C. 1320a–7a(a)(1)), as amended by sub-
section (b), is amended—

(1) in subparagraph (A) by striking
‘‘claimed,’’ and inserting ‘‘claimed, including
any person who engages in a pattern or prac-
tice of presenting or causing to be presented
a claim for an item or service that is based
on a code that the person knows or should
know will result in a greater payment to the
person than the code the person knows or
should know is applicable to the item or
service actually provided,’’;

(2) in subparagraph (C), by striking ‘‘or’’ at
the end;

(3) in subparagraph (D), by striking the
semicolon and inserting ‘‘, or’’; and

(4) by inserting after subparagraph (D) the
following new subparagraph:

‘‘(E) is for a medical or other item or serv-
ice that a person knows or should know is
not medically necessary; or’’.

(e) SANCTIONS AGAINST PRACTITIONERS AND
PERSONS FOR FAILURE TO COMPLY WITH STAT-
UTORY OBLIGATIONS.—Section 1156(b)(3) (42
U.S.C. 1320c–5(b)(3)) is amended by striking
‘‘the actual or estimated cost’’ and inserting
‘‘up to $10,000 for each instance’’.

(f) PROCEDURAL PROVISIONS.—Section
1876(i)(6) (42 U.S.C. 1395mm(i)(6)), as amended
by section 515(a)(2), is amended by adding at
the end the following new subparagraph:

‘‘(D) The provisions of section 1128A (other
than subsections (a) and (b)) shall apply to a
civil money penalty under subparagraph
(B)(i) or (C)(i) in the same manner as such
provisions apply to a civil money penalty or
proceeding under section 1128A(a).’’.

(g) PROHIBITION AGAINST OFFERING INDUCE-
MENTS TO INDIVIDUALS ENROLLED UNDER PRO-
GRAMS OR PLANS.—

(1) OFFER OF REMUNERATION.—Section
1128A(a) (42 U.S.C. 1320a–7a(a)), as amended
by subsection (b), is amended—

(A) by striking ‘‘or’’ at the end of para-
graph (1)(D);

(B) by striking the semicolon at the end of
paragraph (4) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (4) the fol-
lowing new paragraph:

‘‘(5) offers to or transfers remuneration to
any individual eligible for benefits under
title XVIII of this Act, or under a State
health care program (as defined in section
1128(h)) that such person knows or should

know is likely to influence such individual
to order or receive from a particular pro-
vider, practitioner, or supplier any item or
service for which payment may be made, in
whole or in part, under title XVIII, or a
State health care program (as so defined);’’.

(2) REMUNERATION DEFINED.—Section
1128A(i) (42 U.S.C. 1320a–7a(i)) is amended by
adding the following new paragraph:

‘‘(6) The term ‘remuneration’ includes the
waiver of coinsurance and deductible
amounts (or any part thereof), and transfers
of items or services for free or for other than
fair market value. The term ‘remuneration’
does not include—

‘‘(A) the waiver of coinsurance and deduct-
ible amounts by a person, if—

‘‘(i) the waiver is not offered as part of any
advertisement or solicitation;

‘‘(ii) the person does not routinely waive
coinsurance or deductible amounts; and

‘‘(iii) the person—
‘‘(I) waives the coinsurance and deductible

amounts after determining in good faith that
the individual is in financial need;

‘‘(II) fails to collect coinsurance or deduct-
ible amounts after making reasonable collec-
tion efforts; or

‘‘(III) provides for any permissible waiver
as specified in section 1128B(b)(3) or in regu-
lations issued by the Secretary;

‘‘(B) differentials in coinsurance and de-
ductible amounts as part of a benefit plan
design as long as the differentials have been
disclosed in writing to all beneficiaries, third
party payers, and providers, to whom claims
are presented and as long as the differentials
meet the standards as defined in regulations
promulgated by the Secretary not later than
180 days after the date of the enactment of
the Health Insurance Reform Act of 1996; or

‘‘(C) incentives given to individuals to pro-
mote the delivery of preventive care as de-
termined by the Secretary in regulations so
promulgated.’’.

(h) EFFECTIVE DATE.—The amendments
made by this section shall take effect Janu-
ary 1, 1997.

Subtitle E—Amendments to Criminal Law
SEC. 541. HEALTH CARE FRAUD.

(a) IN GENERAL.—
(1) FINES AND IMPRISONMENT FOR HEALTH

CARE FRAUD VIOLATIONS.—Chapter 63 of title
18, United States Code, is amended by adding
at the end the following new section:
‘‘§ 1347. Health care fraud

‘‘Whoever knowingly and willfully exe-
cutes, or attempts to execute, a scheme or
artifice—

‘‘(1) to defraud any health care program, in
connection with the delivery of or payment
for health care benefits, items, or services;
or

‘‘(2) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control of, any health
care program in connection with the delivery
of or payment for health care benefits,
items, or services;
shall be fined under this title or imprisoned
not more than 10 years, or both. If the viola-
tion results in serious bodily injury (as de-
fined in section 1365(g)(3) of this title), such
person may be imprisoned for any term of
years.’’.

(2) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 63 of
title 18, United States Code, is amended by
adding at the end the following:
‘‘1347. Health care fraud.’’.

(b) CRIMINAL FINES DEPOSITED IN FEDERAL
HOSPITAL INSURANCE TRUST FUND.—The Sec-
retary of the Treasury shall deposit into the
Federal Hospital Insurance Trust Fund pur-
suant to section 1817(k)(2)(C) of the Social

Security Act, as added by section 501(b), an
amount equal to the criminal fines imposed
under section 1347 of title 18, United States
Code (relating to health care fraud).

SEC. 542. FORFEITURES FOR FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAL.—Section 982(a) of title 18,
United States Code, is amended by adding
after paragraph (5) the following new para-
graph:

‘‘(6)(A) The court, in imposing sentence on
a person convicted of a Federal health care
offense, shall order the person to forfeit
property, real or personal, that constitutes
or is derived, directly or indirectly, from
gross proceeds traceable to the commission
of the offense.

‘‘(B) For purposes of this paragraph, the
term ‘Federal health care offense’ means a
violation of, or a criminal conspiracy to vio-
late—

‘‘(i) section 1347 of this title;
‘‘(ii) section 1128B of the Social Security

Act; and
‘‘(iii) sections 287, 371, 664, 666, 669, 1001,

1027, 1341, 1343, 1920, or 1954 of this title if the
violation or conspiracy relates to health care
fraud.’’.

(b) CONFORMING AMENDMENT.—Section
982(b)(1)(A) of title 18, United States Code, is
amended by inserting ‘‘or (a)(6)’’ after
‘‘(a)(1)’’.

(c) PROPERTY FORFEITED DEPOSITED IN FED-
ERAL HOSPITAL INSURANCE TRUST FUND.—

(1) IN GENERAL.—After the payment of the
costs of asset forfeiture has been made, and
notwithstanding any other provision of law,
the Secretary of the Treasury shall deposit
into the Federal Hospital Insurance Trust
Fund pursuant to section 1817(k)(2)(C) of the
Social Security Act, as added by section
501(b), an amount equal to the net amount
realized from the forfeiture of property by
reason of a Federal health care offense pur-
suant to section 982(a)(6) of title 18, United
States Code.

(2) COSTS OF ASSET FORFEITURE.—For pur-
poses of paragraph (1), the term ‘‘payment of
the costs of asset forfeiture’’ means—

(A) the payment, at the discretion of the
Attorney General, of any expenses necessary
to seize, detain, inventory, safeguard, main-
tain, advertise, sell, or dispose of property
under seizure, detention, or forfeited, or of
any other necessary expenses incident to the
seizure, detention, forfeiture, or disposal of
such property, including payment for—

(i) contract services,
(ii) the employment of outside contractors

to operate and manage properties or provide
other specialized services necessary to dis-
pose of such properties in an effort to maxi-
mize the return from such properties; and

(iii) reimbursement of any Federal, State,
or local agency for any expenditures made to
perform the functions described in this sub-
paragraph;

(B) at the discretion of the Attorney Gen-
eral, the payment of awards for information
or assistance leading to a civil or criminal
forfeiture involving any Federal agency par-
ticipating in the Health Care Fraud and
Abuse Control Account;

(C) the compromise and payment of valid
liens and mortgages against property that
has been forfeited, subject to the discretion
of the Attorney General to determine the va-
lidity of any such lien or mortgage and the
amount of payment to be made, and the em-
ployment of attorneys and other personnel
skilled in State real estate law as necessary;

(D) payment authorized in connection with
remission or mitigation procedures relating
to property forfeited; and
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(E) the payment of State and local prop-

erty taxes on forfeited real property that ac-
crued between the date of the violation giv-
ing rise to the forfeiture and the date of the
forfeiture order.
SEC. 543. INJUNCTIVE RELIEF RELATING TO FED-

ERAL HEALTH CARE OFFENSES.

(a) IN GENERAL.—Section 1345(a)(1) of title
18, United States Code, is amended—

(1) by striking ‘‘or’’ at the end of subpara-
graph (A);

(2) by inserting ‘‘or’’ at the end of subpara-
graph (B); and

(3) by adding at the end the following new
subparagraph:

‘‘(C) committing or about to commit a
Federal health care offense (as defined in
section 982(a)(6)(B) of this title);’’.

(b) FREEZING OF ASSETS.—Section 1345(a)(2)
of title 18, United States Code, is amended by
inserting ‘‘or a Federal health care offense
(as defined in section 982(a)(6)(B))’’ after
‘‘title)’’.
SEC. 544. FALSE STATEMENTS.

(a) IN GENERAL.—Chapter 47 of title 18,
United States Code, is amended by adding at
the end the following new section:

‘‘§ 1033. False statements relating to health
care matters
‘‘Whoever, in any matter involving a

health care program, knowingly and will-
fully—

‘‘(1) falsifies, conceals, or covers up by any
trick, scheme, or device a material fact, or

‘‘(2) makes any materially false, fictitious,
or fraudulent statement or representation,
or makes or uses any materially false writ-
ing or document knowing the same to con-
tain any materially false, fictitious, or
fraudulent statement or entry,

shall be fined under this title or imprisoned
not more than 5 years, or both.’’.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 47 of
title 18, United States Code, is amended by
adding at the end the following:

‘‘1033. False statements relating to health
care matters.’’.

SEC. 545. OBSTRUCTION OF CRIMINAL INVES-
TIGATIONS OF FEDERAL HEALTH
CARE OFFENSES.

(a) IN GENERAL.—Chapter 73 of title 18,
United States Code, is amended by adding at
the end the following new section:

‘‘§ 1518. Obstruction of criminal investiga-
tions of Federal health care offenses
‘‘(a) Whoever willfully prevents, obstructs,

misleads, delays or attempts to prevent, ob-
struct, mislead, or delay the communication
of information or records relating to a Fed-
eral health care offense to a criminal inves-
tigator shall be fined under this title or im-
prisoned not more than 5 years, or both.

‘‘(b) As used in this section the term ‘Fed-
eral health care offense’ has the same mean-
ing given such term in section 982(a)(6)(B) of
this title.

‘‘(c) As used in this section the term
‘criminal investigator’ means any individual
duly authorized by a department, agency, or
armed force of the United States to conduct
or engage in investigations for prosecutions
for violations of health care offenses.’’.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 73 of
title 18, United States Code, is amended by
adding at the end the following:

‘‘1518. Obstruction of Criminal Investigations
of Federal Health Care Of-
fenses.’’.

SEC. 546. THEFT OR EMBEZZLEMENT.

(a) IN GENERAL.—Chapter 31 of title 18,
United States Code, is amended by adding at
the end the following new section:

‘‘§ 669. Theft or embezzlement in connection
with health care
‘‘Whoever willfully embezzles, steals, or

otherwise willfully and unlawfully converts
to the use of any person other than the
rightful owner, or intentionally misapplies
any of the moneys, funds, securities, pre-
miums, credits, property, or other assets of a
health care program, shall be fined under
this title or imprisoned not more than 10
years, or both.’’.

(b) CLERICAL AMENDMENT.—The table of
sections at the beginning of chapter 31 of
title 18, United States Code, is amended by
adding at the end the following:
‘‘669. Theft or Embezzlement in Connection

with Health Care.’’.
SEC. 547. LAUNDERING OF MONETARY INSTRU-

MENTS.
Section 1956(c)(7) of title 18, United States

Code, is amended by adding at the end the
following new subparagraph:

‘‘(F) Any act or activity constituting an
offense involving a Federal health care of-
fense as that term is defined in section
982(a)(6)(B) of this title.’’.
SEC. 548. AUTHORIZED INVESTIGATIVE DEMAND

PROCEDURES.
(a) IN GENERAL.—Chapter 233 of title 18,

United States Code, is amended by adding
after section 3485 the following new section:
‘‘§ 3486. Authorized investigative demand pro-

cedures
‘‘(a)(1)(A) In any investigation relating to

functions set forth in paragraph (2), the At-
torney General or designee may issue in
writing and cause to be served a subpoena
compelling production of any records (in-
cluding any books, papers, documents, elec-
tronic media, or other objects or tangible
things), which may be relevant to an author-
ized law enforcement inquiry, that a person
or legal entity may possess or have care, cus-
tody, or control.

‘‘(B) A custodian of records may be re-
quired to give testimony concerning the pro-
duction and authentication of such records.

‘‘(C) The production of records may be re-
quired from any place in any State or in any
territory or other place subject to the juris-
diction of the United States at any des-
ignated place; except that such production
shall not be required more than 500 miles dis-
tant from the place where the subpoena is
served.

‘‘(D) Witnesses summoned under this sec-
tion shall be paid the same fees and mileage
that are paid witnesses in the courts of the
United States.

‘‘(E) A subpoena requiring the production
of records shall describe the objects required
to be produced and prescribe a return date
within a reasonable period of time within
which the objects can be assembled and made
available.

‘‘(2) Investigative demands utilizing an ad-
ministrative subpoena are authorized for any
investigation with respect to any act or ac-
tivity constituting or involving health care
fraud, including a scheme or artifice—

‘‘(A) to defraud any health care program,
in connection with the delivery of or pay-
ment for health care benefits, items, or serv-
ices; or

‘‘(B) to obtain, by means of false or fraudu-
lent pretenses, representations, or promises,
any of the money or property owned by, or
under the custody or control of, any health
care program in connection with the delivery
of or payment for health care benefits,
items, or services.

‘‘(b)(1) A subpoena issued under this sec-
tion may be served by any person designated
in the subpoena to serve it.

‘‘(2) Service upon a natural person may be
made by personal delivery of the subpoena to
such person.

‘‘(3) Service may be made upon a domestic
or foreign association which is subject to
suit under a common name, by delivering the
subpoena to an officer, to a managing or gen-
eral agent, or to any other agent authorized
by appointment or by law to receive service
of process.

‘‘(4) The affidavit of the person serving the
subpoena entered on a true copy thereof by
the person serving it shall be proof of serv-
ice.

‘‘(c)(1) In the case of contumacy by or re-
fusal to obey a subpoena issued to any per-
son, the Attorney General may invoke the
aid of any court of the United States within
the jurisdiction of which the investigation is
carried on or of which the subpoenaed person
is an inhabitant, or in which such person car-
ries on business or may be found, to compel
compliance with the subpoena.

‘‘(2) The court may issue an order requir-
ing the subpoenaed person to appear before
the Attorney General to produce records, if
so ordered, or to give testimony required
under subsection (a)(1)(B).

‘‘(3) Any failure to obey the order of the
court may be punished by the court as a con-
tempt thereof.

‘‘(4) All process in any such case may be
served in any judicial district in which such
person may be found.

‘‘(d) Notwithstanding any Federal, State,
or local law, any person, including officers,
agents, and employees, receiving a subpoena
under this section, who complies in good
faith with the subpoena and thus produces
the materials sought, shall not be liable in
any court of any State or the United States
to any customer or other person for such
production or for nondisclosure of that pro-
duction to the customer.

‘‘(e)(1) Health information about an indi-
vidual that is disclosed under this section
may not be used in, or disclosed to any per-
son for use in, any administrative, civil, or
criminal action or investigation directed
against the individual who is the subject of
the information unless the action or inves-
tigation arises out of and is directly related
to receipt of health care or payment for
health care or action involving a fraudulent
claim related to health; or if authorized by
an appropriate order of a court of competent
jurisdiction, granted after application show-
ing good cause therefor.

‘‘(2) In assessing good cause, the court
shall weigh the public interest and the need
for disclosure against the injury to the pa-
tient, to the physician-patient relationship,
and to the treatment services.

‘‘(3) Upon the granting of such order, the
court, in determining the extent to which
any disclosure of all or any part of any
record is necessary, shall impose appropriate
safeguards against unauthorized disclo-
sure.’’.

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 223 of title 18, United
States Code, is amended by inserting after
the item relating to section 3405 the follow-
ing new item:
‘‘3486. Authorized investigative demand pro-

cedures’’.
(c) CONFORMING AMENDMENT.—Section

1510(b)(3)(B) of title 18, United States Code, is
amended by inserting ‘‘or a Department of
Justice subpoena (issued under section
3486),’’ after ‘‘subpoena’’.

KASSEBAUM AMENDMENT NO. 3677

Mrs. KASSEBAUM proposed an
amendment to amendment No. 3676
proposed by Mr. DOLE to amendment
No. 3675 proposed by Mrs. KASSEBAUM
to the bill S. 1028, supra; as follows:

Strike subtitle C of title IV.
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BROWN AMENDMENT NO. 3678

Mr. BROWN proposed an amendment
to the bill S. 1028, supra; as follows:

At the appropriate place in title III, insert
the following:
SEC. . EQUITABLE TREATMENT FOR THE GE-

NERIC DRUG INDUSTRY.
(a) SENSE OF THE SENATE.—It is the sense

of the Senate that the generic drug industry
should be provided equitable relief in the
same manner as other industries are pro-
vided with such relief under the patent tran-
sitional provisions of section 154(c) of title
35, United States Code, as amended by sec-
tion 532 of the Uruguay Round Agreements
Act of 1994 (Public Law 103–465; 108 Stat.
4983).

(b) APPROVAL OF APPLICATIONS OF GENERIC
DRUGS.—For purposes of acceptance of con-
sideration by the Secretary of an application
under subsections (b), (c), and (j) of section
505, and subsections (b), (c), and (n) of sec-
tion 512, of the Federal Food, Drug, and Cos-
metic Act (21 U.S.C. 355 (b), (c), and (j), and
360b (b), (c), and (n)), the expiration date of
a patent that is the subject of a certification
under section 505(b)(2)(A) (ii), (iii), or (iv),
section 505(j)(2)(A)(vii) (II), (III), (IV), or sec-
tion 512(n)(1)(H) (ii), (iii), or (iv) of such Act,
respectively, made in an application submit-
ted prior to June 8, 1995, shall be deemed to
be the date on which such patent would have
expired under the law in effect on the day
preceding December 8, 1994.

(c) MARKETING GENERIC DRUGS.—The rem-
edies of section 271(e)(4) of title 35, United
States Code, shall not apply to acts—

(1) that were commenced, or for which a
substantial investment was made prior to
June 8, 1995; and

(2) that became infringing by reason of sec-
tion 154(c)(1) of such title, as amended by
section 532 of the Uruguay Round Agree-
ments Act (Public Law 103–465; 108 Stat.
4983).

(d) SUBSTANTIAL INVESTMENT.—For pur-
poses of this Act and section 154(c)(2)(A) of
title 35, United States Code, with respect to
a product that is subject to the requirements
of subsections (b)(2) or (j) of section 505, or of
subsections (b) (2) and (n) of section 512, of
the Federal Food, Drug, and Cosmetic Act
(21 U.S.C. 355(b)(2) and (j), and 360(b)(2) and
(n), the submission of an application de-
scribed in subsection (b), and only the sub-
mission of such an applications, shall con-
stitute substantial investment.

(e) NOTICE.—
(1) IN GENERAL.—Unless the notice required

by this subsection has previously been pro-
vided, when an applicant submitting an ap-
plication described in subsection (b) receives
notice from the Secretary that the applica-
tion has been tentatively approved, such ap-
plicant shall give notice of such application
to—

(A) each owner of the patent which is the
subject of the certification or the represent-
ative of such owner designated to receive
such notice; and

(B) the holder of the approved application
under section 505(b) or section 512(c)(1), re-
spectively, for the drug which is claimed by
the patent or a use of which is claimed by
the patent or the representative of such
holder designated to receive such notice.

(2) CERTIFICATION OF NOTICE.—The appli-
cant shall certify to the Secretary the date
that such notice is given. The approval of
such application by the Secretary shall not
be made effective until 7 calendar days after
the date so certified by such applicant.

(f) EQUITABLE REMUNERATION.—For acts de-
scribed in subsection (c), equitable remu-
neration of the type described in section
154(c)(3) of title 35, United States Code, as
amended by section 532 of the Uruguay

Round Agreements Act (Public Law 103–465;
108 Stat. 4983) shall be awarded to a patentee
only if there has been—

(1) the commercial manufacture, use, offer
to sell, or sale, within the United States of
an approved drug that is the subject of an ap-
plication described in subsection (b); or

(2) the importation by the applicant into
the United States of an approved drug or of
active ingredient used in an approved drug
that is the subject of an application de-
scribed in subsection (b).

(g) APPLICABILITY.—The provisions of this
section shall govern the approval or effective
date of approval of all pending applications
that have not received final approval as of
the date of enactment of this Act.

JEFFORDS AMENDMENT NO. 3679

Mr. JEFFORDS proposed an amend-
ment to the bill S. 1028, supra; as fol-
lows:

At the end of section 103, add the following
new subsection:

‘‘(g) LIMITATION ON LIFETIME AGGREGATE
LIMITS.—

‘‘(1) IN GENERAL.—Except as provided in
paragraph (2), an employee health benefit
plan or a health plan issuer offering a group
health plan may not impose an aggregate
dollar lifetime limit of less than $10,000,000
(such amount to be adjusted for inflation in
fiscal years subsequent to the fiscal year in
which this subsection becomes effective)
with respect to coverage under the plan.

‘‘(2) SMALL EMPLOYERS.—Paragraph (1)
shall not apply to a group health plan offered
to or maintained for employees of a single
employer that employs 25 or fewer employ-
ees.

‘‘(3) RULE OF CONSTRUCTION.—Paragraph (1)
shall not be construed as prohibiting the ap-
plication by an employee health benefit plan
or a health plan issuer offering a group
health plan of any limits, exclusions, or
other forms of cost containment mechanisms
with respect to coverage under the plan
other than the aggregate limit permitted
under paragraph (1).

‘‘(4) DISCLOSURE.—Any limits, exclusions,
or other cost containment mechanisms per-
mitted under paragraph (3) shall be disclosed
as provided for in section 105(c).

‘‘(5) APPLICATION OF SUBSECTION.—This sub-
section shall not apply to health mainte-
nance organization that meets the require-
ments of title XIV of the Public Health Serv-
ice Act.

‘‘(6) EFFECTIVE DATE.—This paragraph shall
become effective with respect to health plans
on the date that is 2 years after the date of
enactment of this Act.’’.

At the end of section 105, add the following
new subsection:

‘‘(c) DISCLOSURE OF LIMITS AND EXCLU-
SIONS.—An employee health benefit plan or a
health plan issuer offering a group health
plan shall disclose, as part of its solicitation
and sales materials and in a form and man-
ner that is conspicuous and understandable
to a reasonable individual, any limits, exclu-
sions, or cost containment mechanisms with
respect to coverage provided under the
plan.’’.

Section 3711 of title 31, United States Code,
is amended by adding at the end the follow-
ing new subsections:

‘‘(g)(1) If a nontax debt or claim owed to
the United States has been delinquent for a
period of 180 days—

‘‘(A) the head of the executive, judicial, or
legislative agency that administers the pro-
gram that gave rise to the debt or claim
shall transfer the debt or claim to the Sec-
retary of the Treasury; and

‘‘(B) upon such transfer the Secretary of
the Treasury shall take appropriate action

to collect or terminate collection actions on
the debt or claim.

‘‘(2) Paragraph (1) shall not apply—
‘‘(A) to any debt or claim that—
‘‘(i) is in litigation or foreclosure;
‘‘(ii) will be disposed of under an asset

sales program within 1 year after the date
the debt or claim is first delinquent, or a
greater period of time if a delay would be in
the best interests of the United States, as de-
termined by the Secretary of the Treasury;

‘‘(iii) has been referred to a private collec-
tion contractor for collection for a period of
time determined by the Secretary of the
Treasury;

‘‘(iv) has been referred by, or with the con-
sent of, the Secretary of the Treasury to a
debt collection center for a period of time
determined by the Secretary of the Treas-
ury; or

‘‘(v) will be collected under internal offset,
if such offset is sufficient to collect the
claim within 3 years after the date the debt
or claim is first delinquent; and

‘‘(B) to any other specific class of debt or
claim, as determined by the Secretary of the
Treasury at the request of the head of an ex-
ecutive, judicial, or legislative agency or
otherwise.

‘‘(3) For purposes of this section, the Sec-
retary of the Treasury may designate, and
withdraw such designation of debt collection
centers operated by other Federal agencies.
The Secretary of the Treasury shall des-
ignate such centers on the basis of their per-
formance in collecting delinquent claims
owed to the Government.

‘‘(4) At the discretion of the Secretary of
the Treasury, referral of a nontax claim may
be made to—

‘‘(A) any executive department or agency
operating a debt collection center for servic-
ing, collection, compromise, or suspension or
termination of collection action;

‘‘(B) a contractor operating under a con-
tract for servicing or collection action; or

‘‘(C) the Department of Justice for litiga-
tion.

‘‘(5) nontax claims referred or transferred
under this section shall be serviced, col-
lected, or compromised, or collection action
thereon suspended or terminated, in accord-
ance with otherwise applicable statutory re-
quirements and authorities. Executive de-
partments and agencies operating debt col-
lection centers may enter into agreements
with the Secretary of the Treasury to carry
out the purposes of this subsection. The Sec-
retary of the Treasury shall—

‘‘(A) maintain competition in carrying out
this subsection;

‘‘(B) maximize collections of delinquent
debts by placing delinquent debts quickly;

‘‘(C) maintain a schedule of contractors
and debt collection centers eligible for refer-
ral of claims; and

‘‘(D) refer delinquent debts to the person
most appropriate to collect the type or
amount of claim involved.

‘‘(6) Any agency operating a debt collec-
tion center to which nontax claims are re-
ferred or transferred under this subsection
may charge a fee sufficient to cover the full
cost of implementing this subsection. The
agency transferring or referring the nontax
claim shall be charged the fee, and the agen-
cy charging the fee shall collect such fee by
retaining the amount of the fee from
amounts collected pursuant to this sub-
section. Agencies may agree to pay through
a different method, or to fund an activity
from another account or from revenue re-
ceived from the procedure described under
section 3720C of this title. Amounts charged
under this subsection concerning delinquent
claims may be considered as costs pursuant
to section 3717(e) of this title.

‘‘(7) Notwithstanding any other law con-
cerning the depositing and collection of Fed-
eral payments, including section 3302(b) of
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this title, agencies collecting fees may re-
tain the fees from amounts collected. Any
fee charged pursuant to this subsection shall
be deposited into an account to be deter-
mined by the executive department or agen-
cy operating the debt collection center
charging the fee (in this subsection referred
to in this section as the ‘Account’). Amounts
deposited in the Account shall be available
until expended to cover costs associated with
the implementation and operation of Gov-
ernmentwide debt collection activities. Costs
properly chargeable to the Account include—

‘‘(A) the costs of computer hardware and
software, word processing and telecommuni-
cations equipment, and other equipment,
supplies, and furniture;

‘‘(B) personnel training and travel costs;
‘‘(C) other personnel and administrative

costs;
‘‘(D) the costs of any contract for identi-

fication, billing, or collection services; and
‘‘(E) reasonable costs incurred by the Sec-

retary of the Treasury, including services
and utilities provided by the Secretary, and
administration of the Account.

‘‘(8) Not later than January 1 of each year,
there shall be deposited into the Treasury as
miscellaneous receipts an amount equal to
the amount of unobligated balances remain-
ing in the Account at the close of business
on September 30 of the preceding year, minus
any part of such balance that the executive
department or agency operating the debt col-
lection center determines is necessary to
cover or defray the costs under this sub-
section for the fiscal year in which the de-
posit is made.

‘‘(9) To carry out the purposes of this sub-
section, the Secretary of the Treasury may
prescribe such rules, regulations, and proce-
dures as the Secretary considers necessary.

‘‘(h)(1) The head of an executive, judicial,
or legislative agency acting under subsection
(a) (1), (2), or (3) of this section to collect a
claim, compromise a claim, or terminate col-
lection action on a claim may obtain a
consumer report (as that term is defined in
section 603 of the Fair Credit Reporting Act
(15 U.S.C. 1681a)) or comparable credit infor-
mation on any person who is liable for the
claim.

‘‘(2) The obtaining of a consumer report
under this subsection is deemed to be a cir-
cumstance or purpose authorized or listed
under section 604 of the Fair Credit Report-
ing Act (15 U.S.C. 1681b).’’.

JEFFORDS AMENDMENT NO. 3680

Mr. JEFFORDS proposed an amend-
ment to amendment No. 3679 proposed
by him to the bill S. 1028, supra; as fol-
lows:
(Purpose: To reduce delinquencies and to im-

prove debt-collection activities govern-
ment-wide, and for other purposes)
Strike pages 4, 5, and 6 of amendment No.

3679, and insert:
SEC. 101. SHORT TITLE.

This Act may be cited as the ‘‘Debt Collec-
tion Improvement Act of 1995’’.
SEC. 102. EFFECTIVE DATE.

(a) Except as provided in subsection (b),
the provisions of this Act and the amend-
ments made by this Act shall become effec-
tive October 1, 1995.

(b) The amendments made by title III of
this Act shall become effective for levies is-
sued after the date of enactment of this Act.
SEC. 103. TABLE OF CONTENTS.

TITLE I—GENERAL DEBT COLLECTION
INITIATIVES

Subchapter A—General Offset Authority
Sec. 201. Enhancement of Administrative

Offset Authority.

Sec. 202. House of Representatives as Legis-
lative Agency.

Sec. 203. Exemption From Computer Match-
ing Requirements Under the
Privacy Act of 1974.

Sec. 204. Technical and Conforming Amend-
ments.

Subchapter B—Salary Offset Authority
Sec. 301. Enhancement of Salary Offset Au-

thority.
Subchapter C—Taxpayer Identifying

Numbers
Sec. 401. Access to Taxpayer Identifying

Numbers.
Sec. 402. Barring Delinquent Federal Debtors

from Obtaining Federal Loans
or Loan Guarantees.

Subchapter D—Expanding Collection Au-
thorities and Government-Wide Cross-
Servicing

Sec. 501. Expanding Collection Authorities
Under the Debt Collection Act
of 1982.

Sec. 502. Government-wide Cross-servicing.
Sec. 503. Compromise of Claims.

Subchapter E—Federal Civil Monetary
Penalties

Sec. 601. Adjusting Federal Civil Monetary
Penalties for Inflation.

Subchapter F—Gain Sharing
Sec. 701. Debt Collection Improvement Ac-

count.
Subchapter G—Tax Refund Offset Authority
Sec. 801. Offset of Tax Refund Payment by

Disbursing Officials.
Sec. 802. Expanding Tax Refund Offset Au-

thority.
Sec. 803. Expanding Authority to Collect

Past-due Support.
Subchapter H—Definitions, Due Process

Rights, and Severability

Sec. 901. Technical Amendments to Defini-
tions.

Sec. 902. Severability.
Sec. 903. Scope.

Subchapter I—Reporting

Sec. 1001. Monitoring and Reporting.

TITLE II—JUSTICE DEBT MANAGEMENT

Subchapter A—Private Attorneys

Sec. 1101. Expanded Use of Private Attor-
neys.

Subchapter B—Nonjudicial Foreclosure

Sec. 1201. Nonjudicial Foreclosure of Mort-
gages.

TITLE III—IRS LEVY AUTHORITY

Sec. 1301. Provision for Continuous Levy.
Sec. 1302. Modification of Levy Exemption.
Sec. 1303. Confidentiality and Disclosure of

Returns and Return Informa-
tion.

TITLE I—GENERAL DEBT COLLECTION
INITIATIVES

Subchapter A—General Offset Authority

SEC. 201. ENHANCEMENT OF ADMINISTRATIVE
OFFSET AUTHORITY.

(a) Section 3701(c) of title 31, United States
Code, is amended to read as follows:

‘‘(c) In sections 3716 and 3717 of this title,
the term ‘person’ does not include an agency
of the United States government, or of a unit
of general local government.’’.

(b) Section 3716 of title 31, United States
Code, is amended—

(1) by amending subsection (b) to read as
follows:

‘‘(b) Before collecting a claim by adminis-
trative offset, the head of an executive, leg-
islative, or judicial agency must either—

‘‘(1) adopt regulations on collecting by ad-
ministrative offset promulgated by the De-
partment of Justice, the General Accounting

Office and/or the Department of the Treasury
without change; or

‘‘(2) prescribe independent regulations on
collecting by administrative offset consist-
ent with the regulations promulgated under
paragraph (1).’’;

(2) by amending subsection (c)(2) to read as
follows:

‘‘(2) when a statute explicitly prohibits
using administrative ‘offset’ or ‘setoff’ to
collect the claim or type of claim involved.’’;

(3) by redesignating subsection (c) as sub-
section (d); and

(4) by inserting after subsection (b) the fol-
lowing new subsection:

‘‘(c)(1)(A) Except as provided in subpara-
graphs (B) or (C), a disbursing official of the
Department of the Treasury, the Department
of Defense, the United States Postal Service,
or any disbursing official of the United
States designated by the Secretary of the
Treasury, is authorized to offset the amount
of a payment which a payment certifying
agency has certified to the disbursing offi-
cial for disbursement by an amount equal to
the amount of a claim which a creditor agen-
cy has certified to the Secretary of the
Treasury pursuant to this subsection.

‘‘(B) An agency that designates disbursing
officials pursuant to section 3321(c) of this
title is not required to certify claims arising
out of its operations to the Secretary of the
Treasury before such agency’s disbursing of-
ficials offset such claims.

‘‘(C) Payments certified by the Department
of Education under a program administered
by the Secretary of Education under Title IV
of the Higher Education Act of 1965, as
amended, shall not be subject to offset under
this subsection.

‘‘(2) Neither the disbursing official nor the
payment certifying agency shall be liable—

(A) for the amount of the offset on the
basis that the underlying obligation, rep-
resented by the payment before the offset
was taken, was not satisfied; or

(B) for failure to provide timely notice
under paragraph (8).

‘‘(3)(A) Notwithstanding any other provi-
sion of law (including sections 207 and
1631(d)(1) of the Act of August 14, 1935 (42
U.S.C. 407 and 1383(d)(1)), section 413(b) of
Public Law 91–173 (30 U.S.C. 923(b)) and sec-
tion 14 of the Act of August 29, 1935 (45 U.S.C.
231m)), all payments due under the Social
Security Act, Part B of the Black Lung Ben-
efits Act, or under any law administered by
the Railroad Retirement Board, shall be sub-
ject to offset under this section.

‘‘(B) An amount of $10,000 which a debtor
may receive under Federal benefit programs
cited under subparagraph (A) within a 12-
month period shall be exempt from offset
under this subsection. In applying the $10,000
exemption, the disbursing official shall:

‘‘(i) Apply a prorated amount of the exemp-
tion to each periodic benefit payment to be
made to debtor during the applicable 12-
month period; and

‘‘(ii) Consider all benefit payments made
during the applicable 12-month period which
are exempt from offset under this subsection
as part of the $10,000 exemption.

‘‘For purposes of the preceding sentence,
the amount of a periodic benefit payment
shall be the amount after any reduction or
deduction required under the laws authoriz-
ing the program under which such payment
is authorized to be made (including any re-
duction or deduction to recover any overpay-
ment under such program).

‘‘(C) The Secretary of the Treasury shall
exempt means-tested programs when noti-
fied by the head of the respective agency.
The Secretary may exempt other payments
from offset under this subsection upon the
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written request of the head of a payment cer-
tifying agency. A written request for exemp-
tion of other payments must provide jus-
tification for the exemption under the stand-
ards prescribed by the Secretary. Such
standards shall give due consideration to
whether offset would tend to interfere sub-
stantially with or defeat the purposes of the
payment certifying agency’s program.

‘‘(D) The provisions of section 205(b)(1) or
1631(c)(1) of the Social Security Act shall not
apply to any offset executed pursuant to this
section against benefits authorized by either
title II or title XVI of the Social Security
Act respectively.

‘‘(4) The Secretary of the Treasury is au-
thorized to charge a fee sufficient to cover
the full cost of implementing this sub-
section. The fee may be collected either by
the retention of a portion of amounts col-
lected pursuant to this subsection, or by bill-
ing the agency referring or transferring the
claim. Fees charged to the agencies shall be
based on actual offsets completed. Fees
charged under this subsection concerning de-
linquent claims may be considered as costs
pursuant to section 3717(e) of this title. Fees
charged under this subsection shall be depos-
ited into the ‘Account’ determined by the
Secretary of the Treasury in accordance
with section 3711(g) of this title, and shall be
collected and accounted for in accordance
with the provisions of that section.

‘‘(5) The Secretary of the Treasury may
disclose to a creditor agency the current ad-
dress of any payee and any data related to
certifying and authorizing such payment in
accordance with section 552a of title 5, Unit-
ed States Code, even when the payment has
been exempt from offset. Where payments
are made electronically, the Secretary is au-
thorized to obtain the current address of the
debtor/payee from the institution receiving
the payment. Upon request by the Secretary,
the institution receiving the payment shall
report the current address of the debtor/
payee to the Secretary.

‘‘(6) The Secretary of the Treasury is au-
thorized to prescribe such rules, regulations
and procedures as the Secretary of the
Treasury deems necessary to carry out the
purposes of this subsection. The Secretary
shall consult with the heads of affected agen-
cies in the development of such rules, regula-
tions and procedures.

‘‘(7) (A) Any Federal agency that is owed,
by a named person a past-due legally en-
forceable non-tax debt that is over 180 days
delinquent (other than any past-due sup-
port), including non-tax debt administered
by a third party acting as an agent for the
Federal Government, shall notify the Sec-
retary of the Treasury of all such non-tax
debts for purposes of offset under this sub-
section.

‘‘(B) An agency may delay notification
under subparagraph (A) with respect to a
debt that is secured by bond or other instru-
ments in-lieu of bond, or for which there is
another specific repayment source, in order
to allow sufficient time to either collect the
debt through normal collection processes
(including collection by internal administra-
tive offset) or render a final decision on any
protest filed against the claim.

‘‘(8) The disbursing official conducting the
offset shall notify the payee in writing of—

‘‘(A) the occurrence of an offset to satisfy
a past-due legally enforceable debt, includ-
ing a description of the type and amount of
the payment otherwise payable to the debtor
against which the offset was executed;

‘‘(B) the identity of the creditor agency re-
questing the offset; and

‘‘(C) a contact point within the creditor
agency that will handle concerns regarding
the offset.’’.

‘‘Where the payment to be offset is a peri-
odic benefit payment, the disbursing official

shall take reasonable steps, as determined by
the Secretary of the Treasury, to provide the
notice to the payee not later than the date
on which the payee is otherwise scheduled to
receive the payment, or as soon as practical
thereafter, but no later than the date of the
offset. Notwithstanding the preceding sen-
tence, the failure of the debtor to receive
such notice shall not impair the legality of
such offset.

‘‘(9) A levy pursuant to the Internal Reve-
nue Code of 1986 shall take precedence over
requests for offset received from other agen-
cies.

(c) Section 3701(a) of title 31, U.S.C., is
amended by adding at the end the following
new paragraph:

‘‘(8) ‘non-tax claim’ means any claim from
any agency of the Federal Government other
than a claim by the Internal Revenue Serv-
ice under the Internal Revenue Code of
1986.’’.
SEC. 202. HOUSE OF REPRESENTATIVES AS LEG-

ISLATIVE AGENCY.
(a) Section 3701(a) of title 31, United States

Code, is amended by adding the following
new paragraphs after paragraph (7)—

‘‘(8) For purposes of subchapters I and II of
chapter 37 of title 31, United States Code (re-
lating to claims of or against the United
States Government), the United States
House of Representatives shall be considered
to be a legislative agency (as defined in sec-
tion 3701(a)(4) of such title), and the Clerk of
the House of Representatives shall be
deemed to be the head of such legislative
agency.

‘‘(9) Regulations prescribed by the Clerk of
the House of Representatives pursuant to
section 3716 of title 31, United States Code,
shall not become effective until they are ap-
proved by the Committee on Rules of the
House of Representatives.’’
SEC. 203. EXEMPTION FROM COMPUTER MATCH-

ING REQUIREMENTS UNDER THE
PRIVACY ACT OF 1974.

Section 552a(a) of title 5, United States
Code, is amended—

(1) in paragraph (2), by inserting ‘‘acting in
an individual, not a business capacity’’ after
‘‘residence’’;

(2) in paragraph (8)(B)—
(A) by striking ‘‘or’’ at the end of clause

(vi);
(B) by inserting ‘‘or’’ at the end of clause

(vii); and
(C) by adding after clause (vii) the follow-

ing new clause:
‘‘(viii) matches for administrative offset or

claims collection pursuant to subsection
3716(c) of title 31, section 5514 of this title, or
any other payment intercept or offset pro-
gram authorized by statute;’’.
SEC. 204 TECHNICAL AND CONFORMING AMEND-

MENTS.
(a) Title 31, United States Code, is amend-

ed—
(1) in section 3322(a), by inserting ‘‘section

3716 and section 3720A of this title, section
6331 of title 26, and’’ after ‘‘Except as pro-
vided in’’; and

(2) in section 3325(a)(3), by inserting ‘‘or
pursuant to payment intercepts or offsets
pursuant to section 3716 or 3720A, or pursu-
ant to levies executed under 26 U.S.C. 6331,’’
after ‘‘voucher’’; and

(3) in sections 3711, 3716, 3717 and 3718, by
striking ‘‘the head of an executive or legisla-
tive agency’’ each place it appears and in-
serting instead ‘‘the head of an executive, ju-
dicial or legislative agency’’.

(b) Subsection 6103(1)(10) of title 26, United
States Code is amended—

(1) in subparagraph (A), by inserting ‘‘and
to officers and employees of the Department
of the Treasury in connection with such re-
duction’’ adding after ‘‘6402’’; and

(2) in subparagraph (B), by adding ‘‘and to
officers and employees of the Department of
the Treasury in connection with such reduc-
tion’’ after ‘‘agency’’.

Subchapter B—Salary Offset Authority

SEC. 301. ENHANCEMENT OF SALARY OFFSET AU-
THORITY.

Section 5514 of title 5, United States Code,
is amended—

(1) in subsection (a)—
(A) by adding at the end of paragraph (1)

the following: ‘‘All Federal agencies to which
debts are owed and are delinquent in repay-
ment, shall participate in a computer match
at least annually of their delinquent debt
records with records of Federal employees to
identify those employees who are delinquent
in repayment of those debts. Matched Fed-
eral employee records shall include, but
shall not be limited to, active Civil Service
employees government-wide, military active
duty personnel, military reservists, United
States Postal Service employees, and records
of seasonal and temporary employees. The
Secretary of the Treasury shall establish and
maintain an interagency consortium to im-
plement centralized salary offset computer
matching, and promulgate regulations for
this program. Agencies that perform central-
ized salary offset computer matching serv-
ices under this subsection are authorized to
charge a fee sufficient to cover the full cost
for such services.’’;

(B) by redesignating paragraphs (3) and (4)
as paragraphs (4) and (5), respectively;

(C) by inserting after paragraph (2) the fol-
lowing new paragraph:

‘‘(3) The provisions of paragraph (2) shall
not apply to routine intra-agency adjust-
ments of pay that are attributable to clerical
or administrative errors or delays in process-
ing pay documents that have occurred with-
in the four pay periods preceding the adjust-
ment and to any adjustment that amounts to
$50 or less, provided that at the time of such
adjustment, or as soon thereafter as prac-
tical, the individual is provided written no-
tice of the nature and the amount of the ad-
justment and a point of contact for contest-
ing such adjustment.’’;

(D) by amending paragraph (5)(B) (as redes-
ignated) to read as follows:

‘‘(B) For purposes of this section, ‘agency’
includes executive departments and agen-
cies, the United States Postal Service, the
Postal Rate Commission, the United States
Senate, the United States House of Rep-
resentatives, and any court, court adminis-
trative office, or instrumentality in the judi-
cial or legislative branches of government,
and government corporations.’’;

(2) by adding at the end of subsection (b)
the following new paragraphs:

‘‘(3) For purposes of this section, the Clerk
of the House of Representatives shall be
deemed to be the head of the agency. Regula-
tions prescribed by the Clerk of the House of
Representatives pursuant to subsection (b)(1)
shall be subject to the approval of the Com-
mittee on Rules of the House of Representa-
tives.

‘‘(4) For purposes of his section, the Sec-
retary of the Senate shall be deemed to be
the head of the agency. Regulations pre-
scribed by the Secretary of the Senate pursu-
ant to subsection (b)(1) shall be subject to
the approval of the Committee on Rules and
Administration of the Senate.’’.

(3) by adding after subsection (c) the fol-
lowing new subsection:

‘‘(d) A levy pursuant to the Internal Reve-
nue Code of 1986 shall take precedence over
requests for offset received from other agen-
cies.’’.
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Subchapter C—Taxpayer Identifying

Numbers
SEC. 401. ACCESS TO TAXPAYER IDENTIFYING

NUMBERS; BARRING DELINQUENT
DEBTORS FROM CREDIT ASSIST-
ANCE.

Section 4 of the Debt Collection Act of 1982
(Pub. L. 97–365, 96 Stat. 1749, 26 U.S.C. 6103
note) is amended—

(1) in subsection (b), by striking ‘‘For pur-
poses of this section’’ and inserting instead
‘‘For purposes of subsection (a)’’; and

(2) by at the end thereof the following new
subsections:

‘‘(c) FEDERAL AGENCIES.—Each Federal
agency shall require each person doing busi-
ness with that agency to furnish to that
agency such person’s taxpayer identifying
number.

‘‘(1) For purposes of this subsection, a per-
son is considered to be ‘doing business’ with
a Federal agency if the person is—

‘‘(A) is a lender or servicer in a Federal
guaranteed or insured loan program;

‘‘(B) an applicant for, or recipient of—
‘‘(i) a Federal guaranteed, insured, or di-

rect loan; or
‘‘(ii) a Federal license, permit, right-of-

way, grant, benefit payment or insurance;
‘‘(C) a contractor of the agency;
‘‘(D) assessed a fine, fee, royalty or penalty

by that agency;
‘‘(E) in a relationship with a Federal agen-

cy that may give rise to a receivable due to
that agency, such as a partner of a borrower
in or a guarantor of a Federal direct or in-
sured loan; and

‘‘(F) is a joint holder of any account to
which Federal benefit payments are trans-
ferred electronically.

‘‘(2) Each agency shall disclose to the per-
son required to furnish a taxpayer identify-
ing number under this subsection its intent
to use such number of purposes of collecting
and reporting on any delinquent amounts
arising out of such person’s relationship with
the government.

‘‘(3) For purposes of this subsection—
‘‘(A) The term ‘taxpayer identifying num-

ber’ has the meaning given such term in sec-
tion 6109 of title 26, United States Code.

‘‘(B) The term ‘person’ means an individ-
ual, sole proprietorship, partnership, cor-
poration, non-profit organization, or any
other form of business association, but with
the exception of debtors owing claims result-
ing from petroleum pricing violations does
not include debtors under third party claims
of the United States.

‘‘(d) ACCESS TO SOCIAL SECURITY NUM-
BERS.—Notwithstanding 5 U.S.C. 552a, credi-
tor agencies to which a delinquent claim is
owed, and their agents, may match their
debtor records with the Social Security Ad-
ministration records to verify name, name
control, Social Security number, address,
and date of birth.’’.
SEC. 402. BARRING DELINQUENT FEDERAL DEBT-

ORS FROM OBTAINING FEDERAL
LOANS OR LOAN GUARANTEES.

(a) Title 31, United States Code, is amend-
ed by adding after section 3720A the follow-
ing new section:
‘‘SEC. 3720B. BARRING DELINQUENT FEDERAL

DEBTORS FROM OBTAINING FED-
ERAL LOANS OR LOAN GUARANTEES.

‘‘(a) Unless waived by the head of the agen-
cy, no person may obtain any Federal finan-
cial assistance in the form of a loan or a loan
guarantee if such person has an outstanding
Federal non-tax debt which is in a delin-
quent status, as determined under the stand-
ards prescribed by the Secretary of the
Treasury, with a Federal agency. Any such
person may obtain additional Federal finan-
cial assistance only after such delinquency is
received, pursuant to these standards. This
section shall not apply to loans or loan guar-

antees where a statute specifically permits
extension of Federal financial assistance to
borrowers in delinquent status.

‘‘(b) The head of the agency may delegate
the waiver authority described in (a) to the
Chief Financial Officer of the agency. The
waiver authority may be redelegated only to
the Deputy Chief Financial Officer of the
agency.

‘‘(c) For purposes of this section, ‘person’
means an individual; or sole proprietorship,
partnership, corporation, nonprofit organiza-
tion, or any other form of business associa-
tion.’’

(b) The table of sections for subchapter II
of chapter 37 of title 31, United States Code,
is amended by inserting after the item relat-
ing to section 3720A the following new item:
‘‘3720B. Barring Delinquent Federal Debtors

from Obtaining Federal loans
or Loan Guarantees.’’.

Subchapter D—Expanding Collection Au-
thorities and Governmentwide Cross-Serv-
icing

SEC. 501. EXPANDING COLLECTION AUTHORITIES
UNDER THE DEBT COLLECTION ACT
OF 1982.

(a) Subsection 8(e) of the Debt Collection
Act of 1982 (Public Law 97–365, 31 U.S.C.
3701(d) and 5 U.S.C. 5514 note) is repealed.

(b) Section 5 of the Social Security Domes-
tic Employment Reform Act of 1994 (P.L.
103–387) is repealed.

(c) Section 631 of the Tariff Act of 1930, as
amended (19 U.S.C. 1631) is repealed.

(d) Title 31, United States Code, is amend-
ed—

(1) in section 3701—
(A) by amending subsection (a)(4) to read

as follows:
‘‘(4) ‘executive, judicial or legislative agen-

cy’ means a department, military depart-
ment, agency, court, court administrative
office, or instrumentality in the executive,
judicial or legislative branches of govern-
ment, including government corporations.’’;
and

(B) by adding at the end the following new
subsection:

‘‘(d) Sections 3711(f) and 3716–3719 of this
title do not apply to a claim or debt under,
or to an amount payable under, the Internal
Revenue Code of 1986;

(2) by amending section 3711(f) to read as
follows:

‘‘(f)(1) When trying to collect a claim of
the Government, the head of an executive or
legislative agency may disclose to a
consumer reporting agency information from
a system of records that an individual is re-
sponsible for a claim if notice required by
section 552a(e)(4) of title 5, United States
Code, indicates that information in the sys-
tem may be disclosed to a consumer report-
ing agency.

‘‘(2) The information disclosed to a
consumer reporting agency shall be limited
to—

‘‘(A) information necessary to establish
the identity of the individual, including
name, address and taxpayer identifying num-
ber;

‘‘(B) the amount, status, and history of the
claim; and

‘‘(C) the agency or program under which
the claim arose.’’; and

(3) in section 3718—
(A) in subsection (a), by striking the first

sentence and inserting instead the following:
‘‘Under conditions the head of an executive,
legislative or judicial agency considers ap-
propriate, the head of an agency may make
a contract with a person for collection serv-
ice to recover indebtedness owed, or to lo-
cate or recover assets of, the United States
Government. No head of an agency may
enter into a contract to locate or recover as-

sets of the United States held by a state gov-
ernment or financial institution unless that
agency has established procedures approved
by the Secretary of the Treasury to identify
and recover such assets; and

(B) in subsection (d), by inserting ’’, or to
locate or recover assets of ,’’ after ‘‘owed’’.
SEC. 502. GOVERNMENTWIDE CROSS-SERVICING.

Section 3711 of title 31, United States Code,
is amended by adding at the end the follow-
ing new subsection:

‘‘(g)(1) At the discretion of the head of an
executive, judicial or legislative agency, re-
ferral of a non-tax claim may be made to any
executive department or agency operating a
debt collection center for servicing and col-
lection in accordance with an agreement en-
tered into under paragraph (2). Referral or
transfer of a claim may also be made to the
Secretary of the Treasury for servicing, col-
lection, compromise, and/or suspension or
termination of collection action. Non-tax
claims referred or transferred under this sec-
tion shall be serviced, collected, com-
promised, and/or collection action suspended
or terminated in accordance with existing
statutory requirements and authorities.

‘‘(2) Executive departments and agencies
operating debt collection centers are author-
ized to enter into agreements with the heads
of executive, judicial, or legislative agencies
to service and/or collect non-tax claims re-
ferred or transferred under this subsection.
The heads of other executive departments
and agencies are authorized to enter into
agreements with the Secretary of the Treas-
ury for servicing or collection of referred or
transferred non-tax claims or other Federal
agencies operating debt collection centers to
obtain debt collection services from those
agencies.

‘‘(3) Any agency to which non-tax claims
are referred or transferred under this sub-
section is authorized to charge a fee suffi-
cient to cover the full cost of implementing
this subsection. The agency transferring or
referring the non-tax claim shall be charged
the fee, and the agency charging the fee shall
collect such fee by retaining the amount of
the fee from amounts collected pursuant to
this subsection. Agencies may agree to pay
through a different method, or to fund the
activity from an account. Amounts charged
under this subsection concerning delinquent
claims may be considered as costs pursuant
to section 3717(e) of this title.

‘‘(4) Notwithstanding any other law con-
cerning the depositing and collection of fed-
eral payments, including section 3302(b) of
this title, agencies collecting fees may re-
tain the fees from amounts collected. Any
fee charged pursuant to this subsection shall
be deposited into an account to be deter-
mined by the executive department or agen-
cy operating the debt collection center
charging the fee (hereafter referred to in this
section as the ‘Account’). Amounts deposited
in the Account shall be available until ex-
pended to cover costs associated with the im-
plementation and operation of government-
wide debt collection activities. Costs prop-
erly chargeable to the Account include, but
are not limited to:

‘‘(A) the costs of computer hardware and
software, word processing and telecommuni-
cations equipment, other equipment, sup-
plies, and furniture;

‘‘(B) personnel training and travel costs;
‘‘(C) other personnel and administrative

costs;
‘‘(D) the costs of any contract for identi-

fication, billing, or collection services; and
‘‘(E) reasonable costs incurred by the Sec-

retary of the Treasury, including but not
limited to, services and utilities provided by
the Secretary, and administration of the Ac-
count.
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‘‘(5) Not later than January 1 of each year,

there shall be deposited into the Treasury as
miscellaneous receipts, an amount equal to
the amount of unobligated balances remain-
ing in the Account at the close of business
on September 30 of the preceding year minus
any part of such balance that the executive
department or agency operating the debt col-
lection center determines is necessary to
cover or defray the costs under this sub-
section for the fiscal year in which the de-
posit is made.

‘‘(6)(A) The head of an executive, legisla-
tive or judicial agency shall transfer to the
Secretary of the Treasury all non-tax claims
over 180 days delinquent for additional col-
lection action and/or closeout.

‘‘(B) Subparagraph (A) shall not apply—
‘‘(i) to claims that—
‘‘(I) are in litigation or foreclosure;
‘‘(II) are eligible for disposition under the

loan sales programs of a Federal department
or agency;

‘‘(III) have been referred to a private col-
lection contractor for collection;

‘‘(IV) are being collected under internal
offset procedures;

‘‘(V) have been referred to the Department
of the Treasury, the Department of Defense,
the United States Postal Service, or disburs-
ing official of the United States designated
by Secretary of the Treasury for administra-
tive offset;

‘‘(VI) have been retained by an executive
agency in a debt collection center; or

‘‘(VII) have been referred to another agen-
cy for collection;

‘‘(ii) to claims which may be collected
after the 180 day period in accordance with
specific statutory authority or procedural
guidelines, provided that the head of an exec-
utive, legislative or judicial agency provides
notice of such claims to the Secretary of the
Treasury; and

‘‘(iii) to other specific class of claims as de-
termined by the Secretary of the Treasury at
the request of the head of an agency or oth-
erwise.

‘‘(C) The head of an executive, legislative
or judicial agency shall transfer to the Sec-
retary of the Treasury all non-tax claims on
which the agency has ceased collection ac-
tivity. The Secretary may exempt specific
classes of claims from this requirement, at
the request of the head of an agency, or oth-
erwise. The Secretary shall review trans-
ferred claims to determine if additional col-
lection action is warranted. The Secretary
may, in accordance with section 6050P of
title 26, United States Code, report to the In-
ternal Revenue Service on behalf of the cred-
itor agency any claims that have been dis-
charged within the meaning of such section.

‘‘(7) At the end of each calendar year, the
head of an executive, legislative or judicial
agency which, regarding a claim owed to the
agency, is required to report a discharge of
indebtedness as income under the 6050P of
title 26, United States Code, shall either
complete the appropriate form 1099 or submit
to the Secretary of the Treasury such infor-
mation as is necessary for the Secretary of
the Treasury to complete the appropriate
form 1099. The Secretary of the Treasury
shall incorporate this information into the
appropriate form and submit the information
to the taxpayer and Internal Revenue Serv-
ice.

‘‘(8) To carry out the purposes of this sub-
section, the Secretary of the Treasury is au-
thorized

‘‘(A) to prescribe such rules, regulations
and procedures as the Secretary deems nec-
essary; and

‘‘(B) to designate debt collection centers
operated by other Federal agencies.’’
SEC. 503. COMPROMISE OF CLAIMS.

Section 11 of the Administrative Dispute
Resolution Act (Public Law 101–552, 104 Stat.

2736, 5 U.S.C. 581 note) is amended by adding
at the end thereof the following sentence:

‘‘This section shall not apply to section
8(b) of this Act’’.

Subchapter E—Federal Civil Monetary
Penalties

SEC. 601. ADJUSTING FEDERAL CIVIL MONETARY
PENALTIES FOR INFLATION.

(a) The Federal Civil Penalties Inflation
Adjustment Act of 1990 (Pub. L. 101–410. 104
Stat. 890, (28 U.S.C. 2461 note) is amended—

(1) by amending section 4 to read as fol-
lows:

‘‘SEC. 4. The head of each agency shall, not
later than 180 days after the date of enact-
ment of the Debt Collection Improvement
Act of 1995, and at least once every 4 years
thereafter, by regulation adjust each civil
monetary penalty provided by law within the
jurisdiction of the Federal agency, except for
any penalty under title 26, United States
Code, by the inflation adjustment described
under section 5 of this Act and publish each
such regulation in the Federal Register.’’;

(2) in section 5(a), by striking ‘‘The adjust-
ment described under paragraphs (4) and
(5)(A) of section 4’’ and inserting ‘‘The infla-
tion adjustment’’; and

(3) by adding at the end the following new
section:

‘‘SEC. 7. Any increase to a civil monetary
penalty resulting from this Act shall apply
only to violations which occur after the date
any such increase takes effect.’’.

(b) The initial adjustment of a civil mone-
tary penalty made pursuant to section 4 of
Federal Civil Penalties Inflation Adjustment
Act of 1990 (as amended by subsection (a))
may not exceed 10 percent of such penalty.

Subchapter F—Gain Sharing
SEC. 701. DEBT COLLECTION IMPROVEMENT AC-

COUNT.
(a) Title 31, United States Code, is amend-

ed by inserting after section 3720B the fol-
lowing new section:

‘‘SEC. 3720C. Debt Collection Improvement
Account

‘‘(a)(1) There is here by established in the
Treasury a special fund to be known as the
‘Debt Collection Improvement Account’
(hereinafter referred to as the ‘Account’).

‘‘(2) The Account shall be maintained and
managed by the Secretary of the Treasury,
who shall ensure that programs are credited
with the amounts described in subsection (b)
and with allocations described in subsection
(c).

‘‘(b)(1) Not later than 30 days after the end
of a fiscal year, an agency other than the De-
partment of Justice is authorized to transfer
to the Account a dividend not to exceed one
percent of the debt collection improvement
amount as described in paragraph (3).

(2) Agency transfers to the Account may
include collections from

‘‘(A) salary, administrative and tax refer-
ral offsets;

‘‘(B) automated levy authority;
‘‘(C) the Department of Justice; and
‘‘(D) private collection agencies.
‘‘(3) For purposes of this section, the term

‘debt collection improvement amount’
means the amount by which the collection of
delinquent debt with respect to a particular
program during a fiscal year exceeds the de-
linquent debt baseline for such program for
such fiscal year. The Office of Management
and Budget shall determine the baseline
from which increased collections are meas-
ured over the prior fiscal year, taking into
account the recommendations made by the
Secretary of the Treasury in consultation
with creditor agencies.

‘‘(c)(1) The Secretary of the Treasury is au-
thorized to make payments from the Ac-
count solely to reimburse agencies for quali-
fied expenses. For agencies with franchise

funds, payments may be credited to sub-
accounts designated for debt collection.

‘‘(2) For purposes of this paragraph, the
term ‘qualified expenses’ means expenditures
for the improvement of tax administration
and agency debt collection and debt recovery
activities including, but not limited to, ac-
count servicing (including cross-servicing
under Section 502 of the Debt Collection Im-
provement Act of 1995), automatic data proc-
essing equipment acquisitions, delinquent
debt collection, measures to minimize delin-
quent debt, asset disposition, and training of
personnel involved in credit and debt man-
agement.

‘‘(3) Payments made to agencies pursuant
to paragraph (1) shall be in proportion to
their contributions to the Account.

‘‘(4)(A) Amounts in the Account shall be
available to the Secretary of the Treasury to
the extent and in the amounts provided in
advance in appropriation acts, for purposes
of this section. Such amounts are authorized
to be appropriated without fiscal year limi-
tation.

‘‘(B) As soon as practical after the end of
third fiscal year after which appropriations
are made pursuant to this section, and every
3 years thereafter, any unappropriated bal-
ance in the account as determined by the
Secretary of the Treasury in consultation
with agencies, shall be transferred to the
Treasury general fund as miscellaneous re-
ceipts.

‘‘(d) For direct loan and loan guarantee
programs subject to Title V of the Congres-
sional Budget Act of 1974, amounts credited
in accordance with section (c) shall be con-
sidered administrative costs and shall not be
included in the estimated payments to the
Government for the purpose of calculating
the costs of such programs.

‘‘(e) The Secretary of the Treasury shall
prescribe such rules, regulation, and proce-
dures as the Secretary deems necessary or
appropriate to carry out the purposes of this
section.’’.

(b) The table of sections for subchapter II
of chapter 37 of title 31, United States Code,
is amended by inserting after the item relat-
ing to section 3720B the following new item:
‘‘3720C. Debt Collection Improvement Ac-

count.’’.
Subchapter G—Tax Refund Offset Authority

SEC. 801. OFFSET OF TAX REFUND PAYMENT BY
DISBURSING OFFICIALS.

Section 3720A(h) of title 31, United States
Code, is amended to read as follows:

‘‘(h)(1) The term ‘Secretary of the Treas-
ury’ may include the disbursing official of
the Department of the Treasury.

‘‘(2) The disbursing official of the Depart-
ment of the Treasury—

‘‘(A) shall notify a taxpayer in writing of—
‘‘(i) the occurrence of an offset to satisfy a

past-due legally enforceable non-tax debt;
‘‘(ii) the identity of the creditor agency re-

questing the offset; and
‘‘(iii) a contact point within the creditor

agency that will handle concerns regarding
the offset;

‘‘(B) shall notify the Internal Revenue
Service on a weekly basis of—

‘‘(i) the occurrence of an offset to satisfy a
past-due legally enforceable non-tax debt;

‘‘(ii) the amount of such offset; and
‘‘(iii) any other information required by

regulations; and
‘‘(C) shall match payment records with re-

quests for offset by using a name control,
taxpayer identifying number (as defined in 26
U.S.C. 6109), and any other necessary identi-
fiers.’’.
SEC. 802. EXPANDING TAX REFUND OFFSET AU-

THORITY.
(a) Section 3720A of title 31, United States

Code, is amended by adding after subsection
(h) the following new subsection:
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‘‘(i) An agency subject to section 9 of the

Act of May 18, 1933 (16 U.S.C. 831h) may im-
plement this section at its discretion.’’.

(b) Section 6402(f) of title 26, United States
Code, is amended to read as follows:

‘‘(f) FEDERAL AGENCY.—For purposes of
this section, the term ‘Federal agency’
means a department, agency, or instrumen-
tality of the United States, and includes a
government corporation (as such term is de-
fined in section 103 of title 5, United States
Code).’’.
SEC. 803. EXPANDING AUTHORITY TO COLLECT

PAST-DUE SUPPORT.
(a) Subsection 3720A(a) of title 31, United

States Code, is amended to read as follows:
‘‘(a) Any Federal agency that is owed by a

named person a past-due, legally enforceable
debt (including past-due support and debt ad-
ministered by a third party acting as an
agent for the Federal government) shall, in
accordance with regulations issued pursuant
to subsections (b) and (d), notify the Sec-
retary of the Treasury at least once a year of
the amount of such debt.’’.

(b) Section 664(a) of the Act of August 13,
1935, as amended (42 U.S.C. section 664(a)) is
amended—

(1) in paragraph (1), by adding at the end
thereof the following: ‘‘This subsection may
be implemented by the Secretary of the
Treasury in accordance with section 3720A of
title 31, United States Code.’’; and

(2) in paragraph (2)(A), by adding at the
end thereof the following: ‘‘This subsection
may be implemented by the Secretary of the
Treasury in accordance with section 3720A of
title 31, United States Code.’’.

Subchapter H—Definitions, Due Process
Rights, and Severability

SEC. 901. TECHNICAL AMENDMENTS TO DEFINI-
TIONS.

Section 3701 of title 31, United States Code,
is amended—

(1) by amending subsection (a)(1) to read as
follows:

‘‘(1) ‘administrative offset’ means with-
holding money payable by the United States
(including money payable by the United
States on behalf of a State government) to,
or held by the United States for, a person to
satisfy a claim.’’;

(2) by amending subsection (a)(4) to read as
follows:

‘‘(4) ‘executive, judicial or legislative agen-
cy’ means a department, agency, court,
court administrative office, or instrumental-
ity in the executive, judicial or legislative
branches of government, including govern-
ment corporations.’’;

(3) by amending subsection (b) to read as
follows:

‘‘(b)(1) The term ‘claim’ or ‘debt’ means
any amount of money or property that has
been determined by an appropriate official of
the Federal Government to be owed to the
United States by a person, organization, or
entity other than another Federal agency. A
claim includes, without limitation, money
owed on account of loans insured or guaran-
teed by the Government, non-appropriated
funds, over-payments, any amount the Unit-
ed States is authorized by statute to collect
for the benefit of any person, and other
amounts of money or property due the Gov-
ernment.

‘‘(2) For purposes of section 3716 of this
title, the term ‘claim’ also includes an
amount of money or property owed by a per-
son to a State, the District of Columbia,
American Samoa, the United States Virgin
Islands, the Commonwealth of the Northern
Mariana Islands, or the Commonwealth of
Puerto Rico.’’;

(3) by adding after subsection (d) the fol-
lowing new subsection:

‘‘(e) In section 3716 of this title—

‘‘(1) ‘creditor agency’ means any entity
owed a claim that seeks to collect that claim
through administrative offset.

‘‘(2) ‘payment certifying agency’ means
any Federal department, agency or instru-
mentality and government corporation, that
has transmitted a voucher to a disbursing of-
ficial for disbursement.’’.
SEC. 902. SEVERABILITY.

If any provision of this title, or the amend-
ments made by this title, or the application
of any provision to any entity, person, or cir-
cumstance is for any reason adjudged by a
court of competent jurisdiction to be invalid,
the remainder of this title, and the amend-
ments made by this title, or its application
shall not be affected.
SEC. 903. SCOPE.

This Act, the Federal Claims Collection
Act of 1966, as amended, the Debt Collection
Act of 1982, as amended, and the remaining
provisions of chapter 37 of title 31, United
States Code shall not be deemed to apply to
claims or debts involving foreign persons.
For purposes of this section, ‘foreign person’
means any person, sole proprietorship, part-
nership, corporation, organization or other
entity that is an agency, department or in-
strumentality of a government of a foreign
country, is owned, controlled, operated or
managed by a government of a foreign coun-
try or any agency, department or instrumen-
tality thereof, is a citizen of a foreign coun-
try, is organized under the laws of a foreign
country, or has its principal place of busi-
ness outside the United States, and ‘foreign
country’ means a country other than the
United States.

Subchapter I—Reporting
SEC. 1001. MONITORING AND REPORTING.

(a) The Secretary of the Treasury, in con-
sultation with concerned Federal agencies, is
authorized to establish guidelines, including
information on outstanding debt, to assist
agencies in the performance and monitoring
of debt collection activities.

(b) Not later three years after the date of
enactment of this Act, the Secretary of the
Treasury shall report to the Congress on col-
lection services provided by Federal agencies
or entities collecting debt on behalf of other
Federal agencies under the authorities con-
tained in section 3711(g) of title 31, United
States Code, as added by section 502 of this
Act.

(c) Section 3719 of title 31, United States
Code, is amended—

(1) in subsection (a)—
(A) by amending the first sentence to read

as follows: ‘‘In consultation with the Comp-
troller General, the Secretary of the Treas-
ury shall prescribe regulations requiring the
head of each agency with outstanding non-
tax claims to prepare and submit to the Sec-
retary at least once a year a report summa-
rizing the status of loans and accounts re-
ceivable managed by the head of the agen-
cy.’’; and

(B) in paragraph (3), by striking ‘‘Director’’
and inserting instead ‘‘Secretary’’; and

(2) in subsection (b), by striking ‘‘Direc-
tor’’ and inserting instead ‘‘Secretary’’.

(d) Notwithstanding any other provision of
law, the Secretary of the Treasury is author-
ized to consolidate all reports concerning
debt collection into one annual report.
TITLE II—JUSTICE DEBT MANAGEMENT

Subchapter A—Private Attorneys
SEC. 1101. EXPANDED USE OF PRIVATE ATTOR-

NEYS.
(a) Section 3718(b)(1)(A) of title 31, United

States Code, is amended by striking the
fourth sentence.

(b) Sections 3 and 5 of the Federal Debt Re-
covery Act (Pub. L. 99–578, 100 Stat. 3305) are
hereby repealed.

Subchapter B—Nonjudicial Foreclosure
SEC. 1201. NONJUDICIAL FORECLOSURE OF

MORTGAGES.
Chapter 176 of title 28 of the United States

Code is amended by adding at the end thereof
the following:

‘‘Subchapter E—Nonjudicial Foreclosure
‘‘3401. Definitions.
‘‘3402. Rules of construction.
‘‘3403. Election of procedure.
‘‘3404. Designation of foreclosure trustee.
‘‘3405. Notice of foreclosure sale; Statute of

limitations.
‘‘3406. Service of notice of foreclosure sale.
‘‘3407. Cancellation of foreclosure sale.
‘‘3408. Stay.
‘‘3409. Conduct of sale; postponement.
‘‘3410. Transfer of title and possession.
‘‘3411. Record of foreclosure and sale.
‘‘3412. Effect of sale.
‘‘3413. Disposition of sale proceeds.
‘‘3414. Deficiency judgment.
‘‘SEC. 3401. DEFINITIONS.

‘‘As used in this subchapter—
‘‘(1) ‘agency’ means—
‘‘(A) an executive department as defined in

section 101 of title 5, United States Code;
‘‘(B) an independent establishment as de-

fined in section 104 of title 5, United States
Code (except that it shall not include the
General Accounting Office);

‘‘(C) a military department as defined in
section 102 of title 5, United States Code; and

‘‘(D) a wholly owned government corpora-
tion as defined in section 9101(3) of title 31,
United States Code.

‘‘(2) ‘agency head’ means the head and any
assistant head of an agency, and may upon
the designation by the head of an agency in-
clude the chief official of any principal divi-
sion of an agency or any other employee of
an agency.

‘‘(3) ‘bona fide purchaser’ means a pur-
chaser for value in good faith and without
notice of any adverse claim who acquires the
seller’s interest free of any adverse claim.

‘‘(4) ‘debt instrument’ means a note, mort-
gage bond, guaranty or other instrument
creating a debt or other obligation, including
any instrument incorporated by reference
therein and any instrument or agreement
amending or modifying a debt instrument.

‘‘(5) ‘file’ or ‘filing’ means docketing, in-
dexing, recording, or registering, or any
other requirement for perfecting a mortgage
or a judgment.

‘‘(6) ‘foreclosure trustee’ means an individ-
ual, partnership, association, or corporation,
or any employee thereof, including a succes-
sor, appointed by the agency head to conduct
a foreclosure sale pursuant to this sub-
chapter.

‘‘(7) ‘mortgage’ means a deed of trust, deed
to secure debt, security agreement, or any
other form of instrument under which any
interest in real property, including lease-
holds, life estates, reversionary interests,
and any other estates under applicable law is
conveyed in trust, mortgaged, encumbered,
pledged or otherwise rendered subject to a
lien, for the purpose of securing the payment
of money or the performance of any other
obligation.

‘‘(8) ‘of record’ means an interest recorded
pursuant to Federal or State statutes that
provide for official recording of deeds, mort-
gages and judgments, and that establish the
effect of such records as notice to creditors,
purchasers, and other interested persons.

‘‘(9) ‘owner’ means nay person who has an
ownership interest in property and includes
heirs, devisees, executors, administrators,
and other personal representatives, and
trustees of testamentary trusts if the owner
of record is deceased.

‘‘(10) ‘sale’ means a sale conducted pursu-
ant to this subchapter, unless the context re-
quires otherwise.
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‘‘(11) ‘security property’ means real prop-

erty, or any interest in real property includ-
ing leaseholds life estates, reversionary in-
terests, and any other estates under applica-
ble State law that secure a mortgage.
‘‘SEC. 3402. RULES OF CONSTRUCTION.

‘‘(a) IN GENERAL.—If an agency head elects
to proceed under this subchapter, this sub-
chapter shall apply and the provisions of this
subchapter shall govern in the event of a
conflict with any other provision of Federal
law or State law.

‘‘(b) LIMITATION.—This subchapter shall
not be construed to supersede or modify the
operation of—

‘‘(1) the lease-back/buy-back provisions
under section 1985 of title 7, United States
Code, or regulations promulgated there-
under; or

‘‘(2) The Multifamily Mortgage Fore-
closure Act of 1981 (Chapter 38 of title 12,
United States Code).

‘‘(c) EFFECT ON OTHER LAWS.—This sub-
chapter shall not be construed to curtail or
limit the rights of the United States or any
of its agencies—

‘‘(1) to foreclose a mortgage under any
other provision of Federal law or State law;
or

‘‘(2) to enforce any right under Federal law
or State law in lieu of or in addition to fore-
closure, including any right to obtain a mon-
etary judgment.

‘‘(d) APPLICATION TO MORTGAGES.—The pro-
visions of this subchapter may be used to
foreclose any mortgage, whether executed
prior or subsequent to the effective date of
this subchapter.
‘‘SEC. 3403. ELECTION OF PROCEDURE.

‘‘(a) SECURITY PROPERTY SUBJECT TO FORE-
CLOSURE.—An agency head may foreclose a
mortgage upon the breach of a covenant or
condition in a debt instrument or mortgage
for which acceleration or foreclosure is au-
thorized. An agency head may not institute
foreclosure proceedings on the mortgage
under any other provision of law, or refer
such mortgage for litigation, during the
pendency of foreclosure proceedings pursu-
ant to this subchapter.

‘‘(b) EFFECT OF CANCELLATION OF SALE.—If
a foreclosure sale is canceled pursuant to
section 3407, the agency head may thereafter
foreclose on the security property in any
manner authorized by law.
‘‘SEC. 3404. DESIGNATION OF FORECLOSURE

TRUSTEE.
‘‘(a) IN GENERAL.—An agency head shall

designate a foreclosure trustee who shall su-
persede any trustee designated in the mort-
gage. A foreclosure trustee designated under
this section shall have a nonjudicial power of
sale pursuant to this subchapter.

‘‘(b) DESIGNATION OF FORECLOSURE TRUST-
EE.—

‘‘(1) An agency head may designate as fore-
closure trustee—

‘‘(A) an officer or employee of the agency;
or

‘‘(B) an individual who is a resident of the
State in which the security property is lo-
cated or

‘‘(C) a partnership, association, or corpora-
tion, provided such entity is authorized to
transact business under the laws of the State
in which the security property is located.

‘‘(2) The agency head is authorized to enter
into personal services and other contracts
not inconsistent with this subchapter.

‘‘(c) METHOD OF DESIGNATION.—An agency
head shall designate the foreclosure trustee
in writing. The foreclosure trustee may be
designated by name, title or position. An
agency head may designate one or more fore-
closure trustees for the purpose of proceed-
ing with multiple foreclosures or a class of
foreclosures.

‘‘(d) AVAILABILITY OF DESIGNATION.—An
agency head may designate such foreclosure
trustees as the agency head deems necessary
to carry out the purposes of this subchapter.

‘‘(3) MULTIPLE FORECLOSURE TRUSTEES AU-
THORIZED.—An agency head may designate
multiple foreclosure trustees for different
tracts of a secured property.

‘‘(f) REMOVAL OF FORECLOSURE TRUSTEES;
SUCCESSOR FORECLOSURE TRUSTEES.—An
agency head may, with or without cause or
notice, remove a foreclosure trustee and des-
ignate a successor trustee as provided in this
section. The foreclosure sale shall continue
without prejudice notwithstanding the re-
moval of the foreclosure trustee and designa-
tion of a successor foreclosure trustee. Noth-
ing in this section shall be construed to pro-
hibit a successor foreclosure trustee from
postponing the foreclosure sale in accord-
ance with this subchapter.
‘‘SEC. 3405. NOTICE OF FORECLOSURE SALE;

STATUTE OF LIMITATIONS.
‘‘(a) IN GENERAL.—
‘‘(1) Not earlier than 21 days nor later than

ten years after acceleration of a debt instru-
ment or demand on a guaranty, the fore-
closure trustee shall serve a notice of fore-
closure sale in accordance with this sub-
chapter.

‘‘(2) For purposes of computing the time
period under paragraph (1), there shall be ex-
cluded all periods during which there is in ef-
fect—

‘‘(A) a judicially imposed stay of fore-
closure; or

‘‘(B) a stay imposed by section 362 of title
11, United States Code.

‘‘(3) In the event of partial payment or
written acknowledgement of the debt after
acceleration of the debt instrument, the
right to foreclose shall be deemed to accrue
again at the time of each such payment or
acknowledgement.

‘‘(b) NOTICE OF FORECLOSURE SALE.—The
notice of foreclosure sale shall include the
following:

‘‘(1) the name, title, and business address
of the foreclosure trustee as of the date of
the notice;

‘‘(2) the names of the original parties to
the debt instrument and the mortgage, and
any assignees of the mortgagor of record;

‘‘(3) the street address or location of the
security property, and a generally accepted
designation used to describe the security
property, or so much thereof as is to be of-
fered for sale, sufficient to identify the prop-
erty to be sold;

‘‘(4) the date of the mortgage, the office in
which the mortgage is filed, and the location
of the filing of the mortgage;

‘‘(5) the default or defaults upon which
foreclosure is based, and the date of the ac-
celeration of the debt instrument;

‘‘(6) the date, time, and place of the fore-
closure sale;

‘‘(7) a statement that the foreclosure is
being conducted in accordance with this sub-
chapter;

‘‘(8) the types of costs, if any, to be paid by
the purchaser upon transfer of title; and

‘‘(9) the terms and conditions of sale, in-
cluding the method and time of payment of
the foreclosure purchase price.
‘‘SEC. 3406. SERVICE OF NOTICE OF FORE-

CLOSURE SALE.
‘‘(a) RECORD NOTICE.—At least 21 days prior

to the date of the foreclosure sale, the notice
of foreclosure sale required by section 3405
shall be filed in the manner authorized for
filing a notice of an action concerning real
property according to the law of the State
where the security property is located or, if
none, in the manner authorized by section
3201 of this chapter.

‘‘(b) NOTICE BY MAIL.—

‘‘(1) At least 21 days prior to the date of
the foreclosure sale, the notice set forth in
section 3405 shall be sent by registered or
certified mail, return receipt requested—

‘‘(A) to the current owner of record of the
security property as the record appears on
the date that the notice of foreclosure sale is
recorded pursuant to subsection (a);

‘‘(B) to all debtors, including the mortga-
gor, assignees of the mortgagor and guaran-
tors of the debt instrument;

‘‘(C) to all persons having liens, interests
or encumbrances of record upon the security
property, as the record appears on the date
that the notice of foreclosure sale is recorded
pursuant to subsection (a); and

‘‘(D) to any occupants of the security prop-
erty. If the names of the occupants of the se-
curity property are not known to the agency,
or the security property has more than one
dwelling unit, the notice shall be posted at
the security property.

‘‘(2) The notice shall be sent to the debtor
at the address, if any, set forth in the debt
instrument or mortgage as the place to
which notice is to be sent, and if different, to
the debtor’s last known address as shown in
the mortgage record of the agency. The no-
tice shall be sent to any person other than
the debtor to that person’s address of record
or, if there is no address of record, to any ad-
dress at which the agency in good faith be-
lieves the notice is likely to come to that
person’s attention.

‘‘(3) Notice by mail pursuant to this sub-
section shall be effective upon mailing.

‘‘(c) NOTICE BY PUBLICATION.—Notice of the
foreclosure sale shall be published at least
once a week for each of three successive
weeks prior to the sale in at least one news-
paper of general circulation in any county or
counties in which the security property is lo-
cated. If there is no newspaper published at
least weekly that has a general circulation
in at least one county in which the security
property is located, copies of the notice of
foreclosure sale shall instead be posted at
least 21 days prior to the sale at the court-
house of any county or counties in which the
property is located and at the place where
the sale is to be held.
‘‘SEC. 3407. CANCELLATION OF FORECLOSURE

SALE.
‘‘(a) IN GENERAL.—At any time prior to the

foreclosure sale, the foreclosure trustee shall
cancel the sale—

‘‘(1) if the debtor or the holder of any sub-
ordinate interest in the security property
tenders the performance due under the debt
instrument and mortgage, including any
amounts due because of the exercise of the
right to accelerate, and the expenses of pro-
ceeding to foreclosure incurred to the time
of tender; or

‘‘(2) if the security property is a dwelling
of four units or fewer, and the debtor:

‘‘(A) pays or tenders all sums which would
have been due at the time of tender in the
absence of any acceleration;

‘‘(B) performs any other obligation which
would have been required in the absence of
any acceleration; and

‘‘(C) pays or tenders all costs of foreclosure
incurred for which payment from the pro-
ceeds of the sale would be allowed; or

‘‘(3) for any reason approved by the agency
head.

‘‘(b) LIMITATION.—The debtor may not,
without the approval of the agency head,
cure the default under subsection (a)(2) if,
within the preceding 12 months, the debtor
has cured a default after being served with a
notice of foreclosure sale pursuant to this
subchapter.

‘‘(c) NOTICE OF CANCELLATION.—The fore-
closure trustee shall file a notice of the can-
cellation in the same place and manner pro-
vided for the filing of the notice of fore-
closure sale under section 3406(a).



CONGRESSIONAL RECORD — SENATE S3669April 18, 1996
‘‘SEC. 3408. STAY.

‘‘If, prior to the time of sale, foreclosure
proceedings under this subchapter are stayed
in any manner, including the filing of bank-
ruptcy, no person may thereafter cure the
default under the provisions of section
3407(a)(2). If the default is not cured at the
time a stay is terminated, the foreclosure
trustee shall proceed to sell the security
property as provided in this subchapter.
‘‘SEC. 3409. CONDUCT OF SALE; POSTPONEMENT.

‘‘(a) SALE PROCEDURES.—Foreclosure sale
pursuant to this subchapter shall be at pub-
lic auction and shall be scheduled to begin at
a time between the hours of 9:00 a.m. and 4:00
p.m. local time. The foreclosure sale shall be
held at the location specified in the notice of
foreclosure sale, which shall be a location
where real estate foreclosure auctions are
customarily held in the county or one of the
counties in which the property to be sold is
located or at a courthouse therein, or upon
the property to be sold. Sale of security
property situated in two or more counties
may be held in any one of the counties in
which any part of the security property is
situated. The foreclosure trustee may des-
ignate the order in which multiple tracts of
security property are sold.

‘‘(b) BIDDING REQUIREMENTS.—Written one-
price sealed bids shall be accepted by the
foreclosure trustee, if submitted by the agen-
cy head or other persons for entry by an-
nouncement by the foreclosure trustee at the
sale. The sealed bids shall be submitted in
accordance with the terms set forth in the
notice of foreclosure sale. The agency head
or any other person may bid at the fore-
closure sale, even if the agency head or other
person previously submitted a written one-
price bid. The agency head may bid a credit
against the debt due without the tender or
payment of cash. The foreclosure trustee
may serve as auctioneer, or may employ an
auctioneer who may be paid from the sale
proceeds. If an auctioneer is employed, the
foreclosure trustee is not required to attend
the sale. The foreclosure trustee or an auc-
tioneer may bid as directed by the agency
head.

‘‘(c) POSTPONEMENT OF SALE.—The fore-
closure trustee shall have discretion, prior to
or at the time of sale, to postpone the fore-
closure sale. The foreclosure trustee may
postpone a sale to a later hour the same day
by announcing or posting the new time and
place of the foreclosure sale at the time and
place originally scheduled for the foreclosure
sale. The foreclosure trustee may instead
postpone the foreclosure sale for not fewer
than 9 nor more than 31 days, by serving no-
tice that the foreclosure sale has been post-
poned to a specified date, and the notice may
include any revisions the foreclosure trustee
deems appropriate. The notice shall be
served by publication, mailing, and posting
in accordance with subsections 3406 (b) and
(c), except that publication may be made on
any of three separate days prior to the new
date of the foreclosure sale, and mailing may
be made at any time at least 7 days prior to
the new data of the foreclosure sale.

‘‘(d) LIABILITY OF SUCCESSFUL BIDDER WHO
FAILS TO COMPLY.—The foreclosure trustee
may require a bidder to make a cash deposit
before the bid is accepted. The amount or
percentage of the cash deposit shall be stated
by the foreclosure trustee in the notice of
foreclosure sale. A successful bidder at the
foreclosure sale who fails to comply with the
terms of the sale shall forfeit the cash de-
posit or, at the election of the foreclosure
trustee, shall be liable to the agency on a
subsequent sale of the property for all net
losses incurred by the agency as a result of
such failure.

‘‘(e) EFFECT OF SALE.—Any foreclosure sale
held in accordance with this subchapter shall

be conclusively presumed to have been con-
ducted in a legal, fair and commercially rea-
sonable manner. The sale price shall be con-
clusively presumed to constitute the reason-
ably equivalent value of the security prop-
erty.
‘‘SEC. 3410 TRANSFER OF TITLE AND POSSES-

SION.
‘‘(a) DEED.—After receipt of the purchase

price in accordance with the terms of the
sale as provided in the notice of foreclosure
sale, the foreclosure trustee shall execute
and deliver to the purchaser a deed convey-
ing the security property to the purchaser
that grants and conveys title to the security
property without warranty or covenants to
the purchaser. The execution of the fore-
closure trustee’s deed shall have the effect of
conveying all of the right, title, and interest
in the security property covered by the
mortgage. Notwithstanding any other law to
the contrary, the foreclosure trustee’s deed
shall be a conveyance of the security prop-
erty and not a quitclaim. No judicial pro-
ceeding shall be required ancillary or supple-
mentary to the procedures provided in this
chapter to establish the validity of the con-
veyance.

‘‘(b) DEATH OF PURCHASER PRIOR TO CON-
SUMMATION OF SALE.—If a purchaser dies be-
fore execution and delivery of the deed con-
veying the security property to the pur-
chaser, the foreclosure trustee shall execute
and deliver the deed to the representative of
the purchaser’s estate upon payment of the
purchase price in accordance with the terms
of sale. Such delivery to the representative
of the purchaser’s estate shall have the same
effect as if accomplished during the lifetime
of the purchaser.

‘‘(c) PURCHASER CONSIDERED BONA FIDE
PURCHASER WITHOUT NOTICE.—The purchaser
of property under this subchapter shall be
presumed to be a bona fide purchaser with-
out notice of defects, if any, in the title con-
veyed to the purchaser.

‘‘(d) POSSESSION BY PURCHASER; CONTINUING
INTERESTS.—A purchaser at a foreclosure
sale conducted pursuant to this subchapter
shall be entitled to possession upon passage
of title to the security property, subject to
any interest or interests senior to that of the
mortgage. The right to possession of any per-
son without an interest senior to the mort-
gage who is in possession of the property
shall terminate immediately upon the pas-
sage of title to the security property, and
the person shall vacate the security property
immediately. The purchaser shall be entitled
to take any steps available under Federal
law or State law to obtain possession.

‘‘(e) RIGHT OF REDEMPTION; RIGHT OF POS-
SESSION.—This subchapter shall preempt all
Federal and State rights of redemption, stat-
utory of common law. Upon conclusion of
the public auction of the security property,
no person shall have a right of redemption.

‘‘(f) PROHIBITION OF IMPOSITION OF TAX ON
CONVEYANCE BY THE UNITED STATES OR AGEN-
CY THEREOF.—No tax, or fee in the nature of
a tax, for the transfer of title to the security
property by the foreclosure trustee’s deed
shall be imposed upon or collected from the
foreclosure trustee or the purchaser by any
State or political subdivision thereof.
‘‘SEC. 3411. RECORD OF FORECLOSURE AND

SALE.
‘‘(a) RECITAL REQUIREMENTS.—The fore-

closure trustee shall recite in the deed to the
purchaser, or in an addendum to the fore-
closure trustee’s deed, or shall prepare an af-
fidavit stating—

‘‘(1) the date, time, and place of sale;
‘‘(2) the date of the mortgage, the office in

which the mortgage is filed, and the location
of the filing of the mortgage;

‘‘(3) the persons served with the notice of
foreclosure sale;

‘‘(4) the date and place of filing of the no-
tice of foreclosure sale under section 3406(a);

‘‘(5) that the foreclosure was conducted in
accordance with the provisions of this sub-
chapter, and

‘‘(6) the sale amount.
‘‘(b) EFFECT OF RECITALS.—The recitals set

forth in subsection (a) shall be prima facie
evidence of the truth of such recitals. Com-
pliance with the requirements of subsection
(a) shall create a conclusive presumption of
the validity of the sale in favor of bona fide
purchasers and encumbrancers for value
without notice.

‘‘(c) DEED TO BE ACCEPTED FOR FILING.—
The register of deeds or other appropriate of-
ficial of the county or counties where real
estate deeds are regularly filed shall accept
for filing and shall file the foreclosure trust-
ee’s deed and affidavit, if any, and any other
instruments submitted for filing in relation
to the foreclosure of the security property
under this subchapter.
‘‘SEC. 3412. EFFECT OF SALE.

‘‘A sale conducted under this subchapter to
a bona fide purchaser shall bar all claims
upon the security property by—

‘‘(1) any person to whom the notice of fore-
closure sale was mailed as provided in this
subchapter who claims an interest in the
property subordinate to that of the mort-
gage, and the heir, devisee, executor, admin-
istrator, successor or assignee claiming
under any such person;

‘‘(2) any person claiming any interest in
the property subordinate to that of the
mortgage, if such person had actual knowl-
edge of the sale;

‘‘(3) any person so claiming, whose assign-
ment, mortgage, or other conveyance was
not filed in the proper place for filing, or
whose judgment or decree was not filed in
the proper place for filing, prior to the date
of filing of the notice of foreclosure sale as
required by section 3406(a), and the heir, dev-
isee, executor, administrator, successor or
assignee of such a person; or

‘‘(4) any other person claiming under a
statutory lien or encumbrance not required
to be filed and attaching to the title or inter-
est of any person designated in any of the
foregoing subsections of this section.
‘‘SEC. 3413. DISPOSITION OF SALE PROCEEDS.

‘‘(a) DISTRIBUTION OF SALE PROCEEDS.—The
foreclosure trustee shall distribute the pro-
ceeds of the foreclosure sale in the following
order—

‘‘(1)(A) to pay the commission of the fore-
closure trustee, other than an agency em-
ployee, the greater of—

‘‘(i) the sum of—
‘‘(I) 3 percent of the first $1,000 collected,

plus
‘‘(II) 1.5 percent on the excess of any sum

collected over $1,000; or
‘‘(ii) $250; and
‘‘(B) the amounts described in subpara-

graph (A)(i) shall be computed on the gross
proceeds of all security property sold at a
single sale;

‘‘(2) to pay the expense of any auctioneer
employed by the foreclosure trustee, if any,
except that the commission payable to the
foreclosure trustee pursuant to paragraph (1)
shall be reduced by the amount paid to an
auctioneer, unless the agency head deter-
mines that such reduction would adversely
affect the ability of the agency head to re-
tain qualified foreclosure trustees or auc-
tioneers;

‘‘(3) to pay for the costs of foreclosure, in-
cluding—

‘‘(A) reasonable and necessary advertising
costs and postage incurred in giving notice
pursuant to section 3406;

‘‘(B) mileage for posting notices and for
the foreclosure trustee’s or auctioneer’s at-
tendance at the sale at the rate provided in
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section 1921 of title 28, United States Code,
for mileage by the most reasonable road dis-
tance;

‘‘(C) reasonable and necessary costs actu-
ally incurred in connection with any search
of title and lien records; and

‘‘(D) necessary costs incurred by the fore-
closure trustee to file documents;

‘‘(4) to pay valid real property tax liens or
assessments, if required by the notice of
foreclosure sale;

‘‘(5) to pay any liens senior to the mort-
gage, if required by the notice of foreclosure
sale;

‘‘(6) to pay service charges and advance-
ments for taxes, assessments, and property
insurance premiums;

‘‘(7) to pay late charges and other adminis-
trative costs and the principal and interest
balances secured by the mortgage, including
expenditures for the necessary protection,
preservation, and repair of the security prop-
erty as authorized under the debt instrument
or mortgage and interest thereon if provided
for in the debt instrument or mortgage, pur-
suant to the agency’s procedure.

‘‘(b) INSUFFICIENT PROCEEDS.—In the event
there are no proceeds of sale or the proceeds
are insufficient to pay the costs and expenses
set forth in subsection (a), the agency head
shall pay such costs and expenses as author-
ized by applicable law.

‘‘(c) SURPLUS MONIES.—
‘‘(1) After making the payments required

by subsection (a), the foreclosure trustee
shall—

‘‘(A) distribute any surplus to pay liens in
the order of priority under Federal law or
the law of the State where the security prop-
erty is located; and

‘‘(B) pay to the person who was the owner
of record on the date the notice of fore-
closure sale was filed the balance, if any,
after any payments made pursuant to para-
graph (1).

‘‘(2) If the person to whom such surplus is
to be paid cannot be located, or if the surplus
available is insufficient to pay all claimants
and the claimants cannot agree on the dis-
tribution of the surplus, that portion of the
sale proceeds may be deposited by the fore-
closure trustee with an appropriate official
authorized under law to receive funds under
such circumstances. If such a procedure for
the deposit of disputed funds is not available,
and the foreclosure trustee files a bill of
interpleader or is sued as a stakeholder to
determine entitlement to such funds, the
foreclosure trustee’s necessary costs in tak-
ing or defending such action shall be de-
ducted first from the disputed funds.
‘‘SEC. 3414. DEFICIENCY JUDGMENT.

‘‘(a) IN GENERAL.—If after deducting the
disbursements described in section 3413, the
price at which the security property is sold
at a foreclosure sale is insufficient to pay
the unpaid balance of the debt secured by the
security property, counsel for the United
States may commence an action or actions
against any or all debtors to recover the de-
ficiency, unless specifically prohibited by
the mortgage. The United States is also enti-
tled to recover any amount authorized by
section 3011 and costs of the action.

‘‘(b) LIMITATION.—Any action commenced
to recover the deficiency shall be brought
within 6 years of the last sale of security
property.

‘‘(c) CREDITS.—The amount payable by a
private mortgage guaranty insurer shall be
credited to the account of the debtor prior to
the commencement of an action for any defi-
ciency owed by the debtor. Nothing in this
subsection shall curtail or limit the subroga-
tion rights of a private mortgage guaranty
insurer.’’.

TITLE III—IRS LEVY AUTHORITY
Subchapter A—Amendments to the Internal

Revenue Code of 1986
SEC. 1301. PROVISION FOR CONTINUOUS LEVY.

Section 6331 of the Internal Revenue Code
of 1986 (26 U.S.C. 6331) is amended—

(1) by redesignating subsection (h) as sub-
section (i); and

(2) by inserting after subsection (g) the fol-
lowing new subsection:

‘‘(h) CONTINUING LEVY ON NON-MEANS TEST-
ED FEDERAL PAYMENTS.—The effect of a levy
on non-means tested Federal payments to or
received by a taxpayer shall be continuous
from the date such levy is first made until
such levy is released. Notwithstanding sec-
tion 6334, such levy shall attach to up to 15
percent of any salary or pension payment
due to the taxpayer. For the purposes of this
subsection, the term ‘non-means tested Fed-
eral payment’ refers to a Federal payment
for which eligibility is not based on the in-
come and/or assets of a payee, or that is not
a loan.’’.
SEC. 1302. MODIFICATION OF LEVY EXEMPTION

Section 6334 of the Internal Revenue Code
of 1986 (26 U.S.C. 6334) is amended by adding
at the end the following new subsection:

‘‘(f) LEVY ALLOWED ON CERTAIN NON-MEANS
TESTED FEDERAL PAYMENTS.—Non-means
tested amounts—

(1) described in subsections (a)(7) and (a)(9)
of this section; and

(2) annuity or pension payments under the
Railroad Retirement Act and benefits under
the Railroad Unemployment Insurance Act
described in subsection (a)(6) of this section,
shall not be exempt from levy if the Sec-
retary approves the levy of such property.’’.
SEC. 1303. CONFIDENTIALITY AND DISCLOSURE

OF RETURNS AND RETURN INFOR-
MATION.

(a) Section 6103 of the Internal Revenue
Code of 1986 (26 U.S.C. 6103) is amended by
adding at the end of subsection (k) the fol-
lowing new paragraph:

‘‘(8) LEVIES ON CERTAIN GOVERNMENT PAY-
MENTS.—

‘‘(A) DISCLOSURE OF RETURN INFORMATION IN
LEVIES ON FINANCIAL MANAGEMENT SERV-
ICE.—The Secretary may disclose to officers
and employees of the Financial Management
Service return information, including tax-
payer identity information, the amount of
any unpaid liability under this title (includ-
ing penalties and interest), and the type of
tax and tax period to which such unpaid li-
ability relates, in serving a notice of levy, or
release of such levy, with respect to any ap-
plicable government payment.

‘‘(B) RESTRICTION ON USE OF DISCLOSED IN-
FORMATION.—Return information disclosed
under subparagraph (A) may be used by offi-
cers and employees of the Financial Manage-
ment Service only for the purpose of, and to
the extent necessary in, transferring levied
funds in satisfaction of the levy, maintaining
appropriate agency records in regard to such
levy or the release thereof, notifying the tax-
payer and the agency certifying such pay-
ment that the levy has been honored, or in
the defense of any litigation ensuing from
the honor of such levy.

‘‘(C) APPLICABLE GOVERNMENT PAYMENT.—
For purposes of this paragraph, the term ‘ap-
plicable government payment’ means any
non-means tested Federal payment, as de-
fined in section 6331(h) certified to the Fi-
nancial Management Service for disburse-
ment and any other payment certified to the
Financial Management Service for disburse-
ment and which the Commissioner des-
ignates by published notice.’’;

(b) Section 6301(p) of the Internal Revenue
Code of 1986 (26 U.S.C. 6301(p)), is amended—

(1) in paragraph (3)(A), by inserting ‘‘(8)’’
after ‘‘(6),’’; and

(2) in paragraph (4), by inserting ‘‘(k)(8),’’
after

‘‘(j)(1) or (2),’’.
(c) Section 552a(a)(8)(B) of title 5, United

States Code, is amended by adding at the end
the following new clause:

‘‘(ix) matches performed incident to a levy
described in section 6103(k)(8) of the Internal
Revenue Code of 1986.’’.

DOMENICI (AND WELLSTONE)
AMENDMENT NO. 3681

Mr. DOMENICI (for himself and Mr.
WELLSTONE) proposed an amendment to
the bill S. 1028, supra; as follows:

At the end of title III, add the following:
SEC. ll. PARITY FOR MENTAL HEALTH SERV-

ICES.
(a) PROHIBITION.—An employee health ben-

efit plan, or a health plan issuer offering a
group health plan or an individual health
plan, shall not impose treatment limitations
or financial requirements on the coverage of
mental health services if similar limitations
or requirements are not imposed on coverage
for services for other conditions.

(b) RULE OF CONSTRUCTION.—Nothing in
subsection (a) shall be construed as prohibit-
ing an employee health benefit plan, or a
health plan issuer offering a group health
plan or an individual health plan, from re-
quiring preadmission screening prior to the
authorization of services covered under the
plan or from applying other limitations that
restrict coverage for mental health services
to those services that are medically nec-
essary.
TITLE IV—INTERNAL REVENUE CODE AND

OTHER PROVISIONS
SEC. 400. REFERENCES.

Except as otherwise expressly provided,
whenever in this title an amendment or re-
peal is expressed in terms of an amendment
to, or repeal of, a section or other provision,
the reference shall be considered to be made
to a section or other provision of the Inter-
nal Revenue Code of 1986.

Subtitle A—Foreign Trust Tax Compliance
SEC. 401. IMPROVED INFORMATION REPORTING

ON FOREIGN TRUSTS.
(a) IN GENERAL.—Section 6048 (relating to

returns as to certain foreign trusts) is
amended to read as follows:
‘‘SEC. 6048. INFORMATION WITH RESPECT TO

CERTAIN FOREIGN TRUSTS.
‘‘(a) NOTICE OF CERTAIN EVENTS.—
‘‘(1) GENERAL RULE.—On or before the 90th

day (or such later day as the Secretary may
prescribe) after any reportable event, the re-
sponsible party shall provide written notice
of such event to the Secretary in accordance
with paragraph (2).

‘‘(2) CONTENTS OF NOTICE.—The notice re-
quired by paragraph (1) shall contain such
information as the Secretary may prescribe,
including—

‘‘(A) the amount of money or other prop-
erty (if any) transferred to the trust in con-
nection with the reportable event, and

‘‘(B) the identity of the trust and of each
trustee and beneficiary (or class of bene-
ficiaries) of the trust.

‘‘(3) REPORTABLE EVENT.—For purposes of
this subsection—

‘‘(A) IN GENERAL.—The term ‘reportable
event’ means—

‘‘(i) the creation of any foreign trust by a
United States person,

‘‘(ii) the transfer of any money or property
(directly or indirectly) to a foreign trust by
a United States person, including a transfer
by reason of death, and

‘‘(iii) the death of a citizen or resident of
the United States if—

‘‘(I) the decedent was treated as the owner
of any portion of a foreign trust under the
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rules of subpart E of part I of subchapter J
of chapter 1, or

‘‘(II) any portion of a foreign trust was in-
cluded in the gross estate of the decedent.

‘‘(B) EXCEPTIONS.—
‘‘(i) FAIR MARKET VALUE SALES.—Subpara-

graph (A)(ii) shall not apply to any transfer
of property to a trust in exchange for consid-
eration of at least the fair market value of
the transferred property. For purposes of the
preceding sentence, consideration other than
cash shall be taken into account at its fair
market value and the rules of section
679(a)(3) shall apply.

‘‘(ii) DEFERRED COMPENSATION AND CHARI-
TABLE TRUSTS.—Subparagraph (A) shall not
apply with respect to a trust which is—

‘‘(I) described in section 402(b), 404(a)(4), or
404A, or

‘‘(II) determined by the Secretary to be de-
scribed in section 501(c)(3).

‘‘(4) RESPONSIBLE PARTY.—For purposes of
this subsection, the term ‘responsible party’
means—

‘‘(A) the grantor in the case of the creation
of an inter vivos trust,

‘‘(B) the transferor in the case of a report-
able event described in paragraph (3)(A)(ii)
other than a transfer by reason of death, and

‘‘(C) the executor of the decedent’s estate
in any other case.

‘‘(b) UNITED STATES GRANTOR OF FOREIGN
TRUST.—

‘‘(1) IN GENERAL.—If, at any time during
any taxable year of a United States person,
such person is treated as the owner of any
portion of a foreign trust under the rules of
subpart E of part I of subchapter J of chapter
1, such person shall be responsible to ensure
that—

‘‘(A) such trust makes a return for such
year which sets forth a full and complete ac-
counting of all trust activities and oper-
ations for the year, the name of the United
States agent for such trust, and such other
information as the Secretary may prescribe,
and

‘‘(B) such trust furnishes such information
as the Secretary may prescribe to each Unit-
ed States person (i) who is treated as the
owner of any portion of such trust or (ii) who
receives (directly or indirectly) any distribu-
tion from the trust.

‘‘(2) TRUSTS NOT HAVING UNITED STATES
AGENT.—

‘‘(A) IN GENERAL.—If the rules of this para-
graph apply to any foreign trust, the deter-
mination of amounts required to be taken
into account with respect to such trust by a
United States person under the rules of sub-
part E of part I of subchapter J of chapter 1
shall be determined by the Secretary.

‘‘(B) UNITED STATES AGENT REQUIRED.—The
rules of this paragraph shall apply to any
foreign trust to which paragraph (1) applies
unless such trust agrees (in such manner,
subject to such conditions, and at such time
as the Secretary shall prescribe) to authorize
a United States person to act as such trust’s
limited agent solely for purposes of applying
sections 7602, 7603, and 7604 with respect to—

‘‘(i) any request by the Secretary to exam-
ine records or produce testimony related to
the proper treatment of amounts required to
be taken into account under the rules re-
ferred to in subparagraph (A), or

‘‘(ii) any summons by the Secretary for
such records or testimony.

The appearance of persons or production of
records by reason of a United States person
being such an agent shall not subject such
persons or records to legal process for any
purpose other than determining the correct
treatment under this title of the amounts re-
quired to be taken into account under the
rules referred to in subparagraph (A). A for-
eign trust which appoints an agent described

in this subparagraph shall not be considered
to have an office or a permanent establish-
ment in the United States, or to be engaged
in a trade or business in the United States,
solely because of the activities of such agent
pursuant to this subsection.

‘‘(C) OTHER RULES TO APPLY.—Rules similar
to the rules of paragraphs (2) and (4) of sec-
tion 6038A(e) shall apply for purposes of this
paragraph.

‘‘(c) REPORTING BY UNITED STATES BENE-
FICIARIES OF FOREIGN TRUSTS.—

‘‘(1) IN GENERAL.—If any United States per-
son receives (directly or indirectly) during
any taxable year of such person any distribu-
tion from a foreign trust, such person shall
make a return with respect to such trust for
such year which includes—

‘‘(A) the name of such trust,
‘‘(B) the aggregate amount of the distribu-

tions so received from such trust during such
taxable year, and

‘‘(C) such other information as the Sec-
retary may prescribe.

‘‘(2) INCLUSION IN INCOME IF RECORDS NOT
PROVIDED.—

‘‘(A) IN GENERAL.—If adequate records are
not provided to the Secretary to determine
the proper treatment of any distribution
from a foreign trust, such distribution shall
be treated as an accumulation distribution
includible in the gross income of the dis-
tributee under chapter 1. To the extent pro-
vided in regulations, the preceding sentence
shall not apply if the foreign trust elects to
be subject to rules similar to the rules of
subsection (b)(2)(B).

‘‘(B) APPLICATION OF ACCUMULATION DIS-
TRIBUTION RULES.—For purposes of applying
section 668 in a case to which subparagraph
(A) applies, the applicable number of years
for purposes of section 668(a) shall be 1⁄2 of
the number of years the trust has been in ex-
istence.

‘‘(d) SPECIAL RULES.—
‘‘(1) DETERMINATION OF WHETHER UNITED

STATES PERSON RECEIVES DISTRIBUTION.—For
purposes of this section, in determining
whether a United States person receives a
distribution from a foreign trust, the fact
that a portion of such trust is treated as
owned by another person under the rules of
subpart E of part I of subchapter J of chapter
1 shall be disregarded.

‘‘(2) DOMESTIC TRUSTS WITH FOREIGN ACTIVI-
TIES.—To the extent provided in regulations,
a trust which is a United States person shall
be treated as a foreign trust for purposes of
this section and section 6677 if such trust has
substantial activities, or holds substantial
property, outside the United States.

‘‘(3) TIME AND MANNER OF FILING INFORMA-
TION.—Any notice or return required under
this section shall be made at such time and
in such manner as the Secretary shall pre-
scribe.

‘‘(4) MODIFICATION OF RETURN REQUIRE-
MENTS.—The Secretary is authorized to sus-
pend or modify any requirement of this sec-
tion if the Secretary determines that the
United States has no significant tax interest
in obtaining the required information.’’

(b) INCREASED PENALTIES.—Section 6677
(relating to failure to file information re-
turns with respect to certain foreign trusts)
is amended to read as follows:
‘‘SEC. 6677. FAILURE TO FILE INFORMATION

WITH RESPECT TO CERTAIN FOR-
EIGN TRUSTS.

‘‘(a) CIVIL PENALTY.—In addition to any
criminal penalty provided by law, if any no-
tice or return required to be filed by section
6048—

‘‘(1) is not filed on or before the time pro-
vided in such section, or

‘‘(2) does not include all the information
required pursuant to such section or includes
incorrect information,

the person required to file such notice or re-
turn shall pay a penalty equal to 35 percent
of the gross reportable amount. If any failure
described in the preceding sentence contin-
ues for more than 90 days after the day on
which the Secretary mails notice of such
failure to the person required to pay such
penalty, such person shall pay a penalty (in
addition to the amount determined under
the preceding sentence) of $10,000 for each 30-
day period (or fraction thereof) during which
such failure continues after the expiration of
such 90-day period. In no event shall the pen-
alty under this subsection with respect to
any failure exceed the gross reportable
amount.

‘‘(b) SPECIAL RULES FOR RETURNS UNDER
SECTION 6048(b).—In the case of a return re-
quired under section 6048(b)—

‘‘(1) the United States person referred to in
such section shall be liable for the penalty
imposed by subsection (a), and

‘‘(2) subsection (a) shall be applied by sub-
stituting ‘5 percent’ for ‘35 percent’.

‘‘(c) GROSS REPORTABLE AMOUNT.—For pur-
poses of subsection (a), the term ‘gross re-
portable amount’ means—

‘‘(1) the gross value of the property in-
volved in the event (determined as of the
date of the event) in the case of a failure re-
lating to section 6048(a),

‘‘(2) the gross value of the portion of the
trust’s assets at the close of the year treated
as owned by the United States person in the
case of a failure relating to section 6048(b)(1),
and

‘‘(3) the gross amount of the distributions
in the case of a failure relating to section
6048(c).

‘‘(d) REASONABLE CAUSE EXCEPTION.—No
penalty shall be imposed by this section on
any failure which is shown to be due to rea-
sonable cause and not due to willful neglect.
The fact that a foreign jurisdiction would
impose a civil or criminal penalty on the
taxpayer (or any other person) for disclosing
the required information is not reasonable
cause.

‘‘(e) DEFICIENCY PROCEDURES NOT TO
APPLY.—Subchapter B of chapter 63 (relating
to deficiency procedures for income, estate,
gift, and certain excise taxes) shall not apply
in respect of the assessment or collection of
any penalty imposed by subsection (a).’’

(c) CONFORMING AMENDMENTS.—
(1) Paragraph (2) of section 6724(d) is

amended by striking ‘‘or’’ at the end of sub-
paragraph (S), by striking the period at the
end of subparagraph (T) and inserting ‘‘, or’’,
and by inserting after subparagraph (T) the
following new subparagraph:

‘‘(U) section 6048(b)(1)(B) (relating to for-
eign trust reporting requirements).’’

(2) The table of sections for subpart B of
part III of subchapter A of chapter 61 is
amended by striking the item relating to
section 6048 and inserting the following new
item:

‘‘Sec. 6048. Information with respect to cer-
tain foreign trusts.’’

(3) The table of sections for part I of sub-
chapter B of chapter 68 is amended by strik-
ing the item relating to section 6677 and in-
serting the following new item:

‘‘Sec. 6677. Failure to file information with
respect to certain foreign
trusts.’’

(d) EFFECTIVE DATES.—
(1) REPORTABLE EVENTS.—To the extent re-

lated to subsection (a) of section 6048 of the
Internal Revenue Code of 1986, as amended
by this section, the amendments made by
this section shall apply to reportable events
(as defined in such section 6048) occurring
after the date of the enactment of this Act.

(2) GRANTOR TRUST REPORTING.—To the ex-
tent related to subsection (b) of such section
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6048, the amendments made by this section
shall apply to taxable years of United States
persons beginning after the date of the en-
actment of this Act.

(3) REPORTING BY UNITED STATES BENE-
FICIARIES.—To the extent related to sub-
section (c) of such section 6048, the amend-
ments made by this section shall apply to
distributions received after the date of the
enactment of this Act.
SEC. 402. MODIFICATIONS OF RULES RELATING

TO FOREIGN TRUSTS HAVING ONE
OR MORE UNITED STATES BENE-
FICIARIES.

(a) TREATMENT OF TRUST OBLIGATIONS,
ETC.—

(1) Paragraph (2) of section 679(a) is amend-
ed by striking subparagraph (B) and insert-
ing the following:

‘‘(B) TRANSFERS AT FAIR MARKET VALUE.—
To any transfer of property to a trust in ex-
change for consideration of at least the fair
market value of the transferred property.
For purposes of the preceding sentence, con-
sideration other than cash shall be taken
into account at its fair market value.’’

(2) Subsection (a) of section 679 (relating to
foreign trusts having one or more United
States beneficiaries) is amended by adding at
the end the following new paragraph:

‘‘(3) CERTAIN OBLIGATIONS NOT TAKEN INTO
ACCOUNT UNDER FAIR MARKET VALUE EXCEP-
TION.—

‘‘(A) IN GENERAL.—In determining whether
paragraph (2)(B) applies to any transfer by a
person described in clause (ii) or (iii) of sub-
paragraph (C), there shall not be taken into
account—

‘‘(i) except as provided in regulations, any
obligation of a person described in subpara-
graph (C), and

‘‘(ii) to the extent provided in regulations,
any obligation which is guaranteed by a per-
son described in subparagraph (C).

‘‘(B) TREATMENT OF PRINCIPAL PAYMENTS ON
OBLIGATION.—Principal payments by the
trust on any obligation referred to in sub-
paragraph (A) shall be taken into account on
and after the date of the payment in deter-
mining the portion of the trust attributable
to the property transferred.

‘‘(C) PERSONS DESCRIBED.—The persons de-
scribed in this subparagraph are—

‘‘(i) the trust,
‘‘(ii) any grantor or beneficiary of the

trust, and
‘‘(iii) any person who is related (within the

meaning of section 643(i)(2)(B)) to any grant-
or or beneficiary of the trust.’’

(b) EXEMPTION OF TRANSFERS TO CHARI-
TABLE TRUSTS.—Subsection (a) of section 679
is amended by striking ‘‘section 404(a)(4) or
404A’’ and inserting ‘‘section
6048(a)(3)(B)(ii)’’.

(c) OTHER MODIFICATIONS.—Subsection (a)
of section 679 is amended by adding at the
end the following new paragraphs:

‘‘(4) SPECIAL RULES APPLICABLE TO FOREIGN
GRANTOR WHO LATER BECOMES A UNITED
STATES PERSON.—

‘‘(A) IN GENERAL.—If a nonresident alien
individual has a residency starting date
within 5 years after directly or indirectly
transferring property to a foreign trust, this
section and section 6048 shall be applied as if
such individual transferred to such trust on
the residency starting date an amount equal
to the portion of such trust attributable to
the property transferred by such individual
to such trust in such transfer.

‘‘(B) TREATMENT OF UNDISTRIBUTED IN-
COME.—For purposes of this section, undis-
tributed net income for periods before such
individual’s residency starting date shall be
taken into account in determining the por-
tion of the trust which is attributable to
property transferred by such individual to

such trust but shall not otherwise be taken
into account.

‘‘(C) RESIDENCY STARTING DATE.—For pur-
poses of this paragraph, an individual’s resi-
dency starting date is the residency starting
date determined under section 7701(b)(2)(A).

‘‘(5) OUTBOUND TRUST MIGRATIONS.—If—
‘‘(A) an individual who is a citizen or resi-

dent of the United States transferred prop-
erty to a trust which was not a foreign trust,
and

‘‘(B) such trust becomes a foreign trust
while such individual is alive,

then this section and section 6048 shall be ap-
plied as if such individual transferred to such
trust on the date such trust becomes a for-
eign trust an amount equal to the portion of
such trust attributable to the property pre-
viously transferred by such individual to
such trust. A rule similar to the rule of para-
graph (4)(B) shall apply for purposes of this
paragraph.’’

(d) MODIFICATIONS RELATING TO WHETHER
TRUST HAS UNITED STATES BENEFICIARIES.—
Subsection (c) of section 679 is amended by
adding at the end the following new para-
graph:

‘‘(3) CERTAIN UNITED STATES BENEFICIARIES
DISREGARDED.—A beneficiary shall not be
treated as a United States person in applying
this section with respect to any transfer of
property to foreign trust if such beneficiary
first became a United States person more
than 5 years after the date of such transfer.’’

(e) TECHNICAL AMENDMENT.—Subparagraph
(A) of section 679(c)(2) is amended to read as
follows:

‘‘(A) in the case of a foreign corporation,
such corporation is a controlled foreign cor-
poration (as defined in section 957(a)),’’.

(f) REGULATIONS.—Section 679 is amended
by adding at the end the following new sub-
section:

‘‘(d) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’

(g) EFFECTIVE DATE.—The amendments
made by this section shall apply to transfers
of property after February 6, 1995.
SEC. 403. FOREIGN PERSONS NOT TO BE TREAT-

ED AS OWNERS UNDER GRANTOR
TRUST RULES.

(a) GENERAL RULE.—
(1) Subsection (f) of section 672 (relating to

special rule where grantor is foreign person)
is amended to read as follows:

‘‘(f) SUBPART NOT TO RESULT IN FOREIGN
OWNERSHIP.—

‘‘(1) IN GENERAL.—Notwithstanding any
other provision of this subpart, this subpart
shall apply only to the extent such applica-
tion results in an amount being currently
taken into account (directly or through 1 or
more entities) under this chapter in comput-
ing the income of a citizen or resident of the
United States or a domestic corporation.

‘‘(2) EXCEPTIONS.—
‘‘(A) CERTAIN REVOCABLE AND IRREVOCABLE

TRUSTS.—Paragraph (1) shall not apply to
any trust if—

‘‘(i) the power to revest absolutely in the
grantor title to the trust property is exer-
cisable solely by the grantor without the ap-
proval or consent of any other person or with
the consent of a related or subordinate party
who is subservient to the grantor, or

‘‘(ii) the only amounts distributable from
such trust (whether income or corpus) during
the lifetime of the grantor are amounts dis-
tributable to the grantor or the spouse of the
grantor.

‘‘(B) COMPENSATORY TRUSTS.—Except as
provided in regulations, paragraph (1) shall
not apply to any portion of a trust distribu-
tions from which are taxable as compensa-
tion for services rendered.

‘‘(3) SPECIAL RULES.—Except as otherwise
provided in regulations prescribed by the
Secretary—

‘‘(A) a controlled foreign corporation (as
defined in section 957) shall be treated as a
domestic corporation for purposes of para-
graph (1), and

‘‘(B) paragraph (1) shall not apply for pur-
poses of applying section 1296.

‘‘(4) RECHARACTERIZATION OF PURPORTED
GIFTS.—In the case of any transfer directly
or indirectly from a partnership or foreign
corporation which the transferee treats as a
gift or bequest, the Secretary may re-
characterize such transfer in such cir-
cumstances as the Secretary determines to
be appropriate to prevent the avoidance of
the purposes of this subsection.

‘‘(5) SPECIAL RULE WHERE GRANTOR IS FOR-
EIGN PERSON.—If—

‘‘(A) but for this subsection, a foreign per-
son would be treated as the owner of any por-
tion of a trust, and

‘‘(B) such trust has a beneficiary who is a
United States person,

such beneficiary shall be treated as the
grantor of such portion to the extent such
beneficiary has made transfers of property
by gift (directly or indirectly) to such for-
eign person. For purposes of the preceding
sentence, any gift shall not be taken into ac-
count to the extent such gift would be ex-
cluded from taxable gifts under section
2503(b).

‘‘(6) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection, including regula-
tions providing that paragraph (1) shall not
apply in appropriate cases.’’

(2) The last sentence of subsection (c) of
section 672 of such Code is amended by in-
serting ‘‘subsection (f) and’’ before ‘‘sections
674’’.

(b) CREDIT FOR CERTAIN TAXES.—Paragraph
(2) of section 665(d) is amended by adding at
the end the following new sentence: ‘‘Under
rules or regulations prescribed by the Sec-
retary, in the case of any foreign trust of
which the settlor or another person would be
treated as owner of any portion of the trust
under subpart E but for section 672(f), the
term ‘taxes imposed on the trust’ includes
the allocable amount of any income, war
profits, and excess profits taxes imposed by
any foreign country or possession of the
United States on the settlor or such other
person in respect of trust gross income.’’

(c) DISTRIBUTIONS BY CERTAIN FOREIGN
TRUSTS THROUGH NOMINEES.—

(1) Section 643 is amended by adding at the
end the following new subsection:

‘‘(h) DISTRIBUTIONS BY CERTAIN FOREIGN
TRUSTS THROUGH NOMINEES.—For purposes of
this part, any amount paid to a United
States person which is derived directly or in-
directly from a foreign trust of which the
payor is not the grantor shall be deemed in
the year of payment to have been directly
paid by the foreign trust to such United
States person.’’

(2) Section 665 is amended by striking sub-
section (c).

(d) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided by

paragraph (2), the amendments made by this
section shall take effect on the date of the
enactment of this Act.

(2) EXCEPTION FOR CERTAIN TRUSTS.—The
amendments made by this section shall not
apply to any trust—

(A) which is treated as owned by the grant-
or or another person under section 676 or 677
(other than subsection (a)(3) thereof) of the
Internal Revenue Code of 1986, and

(B) which is in existence on September 19,
1995.
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The preceding sentence shall not apply to
the portion of any such trust attributable to
any transfer to such trust after September
19, 1995.

(e) TRANSITIONAL RULE.—If—
(1) by reason of the amendments made by

this section, any person other than a United
States person ceases to be treated as the
owner of a portion of a domestic trust, and

(2) before January 1, 1997, such trust be-
comes a foreign trust, or the assets of such
trust are transferred to a foreign trust,
no tax shall be imposed by section 1491 of the
Internal Revenue Code of 1986 by reason of
such trust becoming a foreign trust or the
assets of such trust being transferred to a
foreign trust.
SEC. 404. INFORMATION REPORTING REGARDING

FOREIGN GIFTS.
(a) IN GENERAL.—Subpart A of part III of

subchapter A of chapter 61 is amended by in-
serting after section 6039E the following new
section:
‘‘SEC. 6039F. NOTICE OF GIFTS RECEIVED FROM

FOREIGN PERSONS.
‘‘(a) IN GENERAL.—If the value of the aggre-

gate foreign gifts received by a United States
person (other than an organization described
in section 501(c) and exempt from tax under
section 501(a)) during any taxable year ex-
ceeds $10,000, such United States person shall
furnish (at such time and in such manner as
the Secretary shall prescribe) such informa-
tion as the Secretary may prescribe regard-
ing each foreign gift received during such
year.

‘‘(b) FOREIGN GIFT.—For purposes of this
section, the term ‘foreign gift’ means any
amount received from a person other than a
United States person which the recipient
treats as a gift or bequest. Such term shall
not include any qualified transfer (within
the meaning of section 2503(e)(2)).

‘‘(c) PENALTY FOR FAILURE TO FILE INFOR-
MATION.—

‘‘(1) IN GENERAL.—If a United States person
fails to furnish the information required by
subsection (a) with respect to any foreign
gift within the time prescribed therefor (in-
cluding extensions)—

‘‘(A) the tax consequences of the receipt of
such gift shall be determined by the Sec-
retary in the Secretary’s sole discretion
from the Secretary’s own knowledge or from
such information as the Secretary may ob-
tain through testimony or otherwise, and

‘‘(B) such United States person shall pay
(upon notice and demand by the Secretary
and in the same manner as tax) an amount
equal to 5 percent of the amount of such for-
eign gift for each month for which the fail-
ure continues (not to exceed 25 percent of
such amount in the aggregate).

‘‘(2) REASONABLE CAUSE EXCEPTION.—Para-
graph (1) shall not apply to any failure to re-
port a foreign gift if the United States per-
son shows that the failure is due to reason-
able cause and not due to willful neglect.

‘‘(d) COST-OF-LIVING ADJUSTMENT.—In the
case of any taxable year beginning after De-
cember 31, 1996, the $10,000 amount under
subsection (a) shall be increased by an
amount equal to the product of such amount
and the cost-of-living adjustment for such
taxable year under section 1(f)(3), except
that subparagraph (B) thereof shall be ap-
plied by substituting ‘1995’ for ‘1992’.

‘‘(e) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’

(b) CLERICAL AMENDMENT.—The table of
sections for such subpart is amended by in-
serting after the item relating to section
6039E the following new item:

‘‘Sec. 6039F. Notice of large gifts received
from foreign persons.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
received after the date of the enactment of
this Act in taxable years ending after such
date.
SEC. 405. MODIFICATION OF RULES RELATING TO

FOREIGN TRUSTS WHICH ARE NOT
GRANTOR TRUSTS.

(a) MODIFICATION OF INTEREST CHARGE ON
ACCUMULATION DISTRIBUTIONS.—Subsection
(a) of section 668 (relating to interest charge
on accumulation distributions from foreign
trusts) is amended to read as follows:

‘‘(a) GENERAL RULE.—For purposes of the
tax determined under section 667(a)—

‘‘(1) INTEREST DETERMINED USING UNDER-
PAYMENT RATES.—The interest charge deter-
mined under this section with respect to any
distribution is the amount of interest which
would be determined on the partial tax com-
puted under section 667(b) for the period de-
scribed in paragraph (2) using the rates and
the method under section 6621 applicable to
underpayments of tax.

‘‘(2) PERIOD.—For purposes of paragraph
(1), the period described in this paragraph is
the period which begins on the date which is
the applicable number of years before the
date of the distribution and which ends on
the date of the distribution.

‘‘(3) APPLICABLE NUMBER OF YEARS.—For
purposes of paragraph (2)—

‘‘(A) IN GENERAL.—The applicable number
of years with respect to a distribution is the
number determined by dividing—

‘‘(i) the sum of the products described in
subparagraph (B) with respect to each undis-
tributed income year, by

‘‘(ii) the aggregate undistributed net in-
come.

The quotient determined under the preceding
sentence shall be rounded under procedures
prescribed by the Secretary.

‘‘(B) PRODUCT DESCRIBED.—For purposes of
subparagraph (A), the product described in
this subparagraph with respect to any undis-
tributed income year is the product of—

‘‘(i) the undistributed net income for such
year, and

‘‘(ii) the sum of the number of taxable
years between such year and the taxable
year of the distribution (counting in each
case the undistributed income year but not
counting the taxable year of the distribu-
tion).

‘‘(4) UNDISTRIBUTED INCOME YEAR.—For pur-
poses of this subsection, the term ‘undistrib-
uted income year’ means any prior taxable
year of the trust for which there is undistrib-
uted net income, other than a taxable year
during all of which the beneficiary receiving
the distribution was not a citizen or resident
of the United States.

‘‘(5) DETERMINATION OF UNDISTRIBUTED NET
INCOME.—Notwithstanding section 666, for
purposes of this subsection, an accumulation
distribution from the trust shall be treated
as reducing proportionately the undistrib-
uted net income for undistributed income
years.

‘‘(6) PERIODS BEFORE 1996.—Interest for the
portion of the period described in paragraph
(2) which occurs before January 1, 1996, shall
be determined—

‘‘(A) by using an interest rate of 6 percent,
and

‘‘(B) without compounding until January 1,
1996.’’

(b) ABUSIVE TRANSACTIONS.—Section 643(a)
is amended by inserting after paragraph (6)
the following new paragraph:

‘‘(7) ABUSIVE TRANSACTIONS.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out
the purposes of this part, including regula-
tions to prevent avoidance of such pur-
poses.’’

(c) TREATMENT OF LOANS FROM TRUSTS.—
(1) IN GENERAL.—Section 643 (relating to

definitions applicable to subparts A, B, C,
and D) is amended by adding at the end the
following new subsection:

‘‘(i) LOANS FROM FOREIGN TRUSTS.—For
purposes of subparts B, C, and D—

‘‘(1) GENERAL RULE.—Except as provided in
regulations, if a foreign trust makes a loan
of cash or marketable securities directly or
indirectly to—

‘‘(A) any grantor or beneficiary of such
trust who is a United States person, or

‘‘(B) any United States person not de-
scribed in subparagraph (A) who is related to
such grantor or beneficiary,
the amount of such loan shall be treated as
a distribution by such trust to such grantor
or beneficiary (as the case may be).

‘‘(2) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subsection—

‘‘(A) CASH.—The term ‘cash’ includes for-
eign currencies and cash equivalents.

‘‘(B) RELATED PERSON.—
‘‘(i) IN GENERAL.—A person is related to an-

other person if the relationship between such
persons would result in a disallowance of
losses under section 267 or 707(b). In applying
section 267 for purposes of the preceding sen-
tence, section 267(c)(4) shall be applied as if
the family of an individual includes the
spouses of the members of the family.

‘‘(ii) ALLOCATION.—If any person described
in paragraph (1)(B) is related to more than
one person, the grantor or beneficiary to
whom the treatment under this subsection
applies shall be determined under regula-
tions prescribed by the Secretary.

‘‘(C) EXCLUSION OF TAX-EXEMPTS.—The
term ‘United States person’ does not include
any entity exempt from tax under this chap-
ter.

‘‘(D) TRUST NOT TREATED AS SIMPLE
TRUST.—Any trust which is treated under
this subsection as making a distribution
shall be treated as not described in section
651.

‘‘(3) SUBSEQUENT TRANSACTIONS REGARDING
LOAN PRINCIPAL.—If any loan is taken into
account under paragraph (1), any subsequent
transaction between the trust and the origi-
nal borrower regarding the principal of the
loan (by way of complete or partial repay-
ment, satisfaction, cancellation, discharge,
or otherwise) shall be disregarded for pur-
poses of this title.’’

(2) TECHNICAL AMENDMENT.—Paragraph (8)
of section 7872(f) is amended by inserting ‘‘,
643(i),’’ before ‘‘or 1274’’ each place it ap-
pears.

(d) EFFECTIVE DATES.—
(1) INTEREST CHARGE.—The amendment

made by subsection (a) shall apply to dis-
tributions after the date of the enactment of
this Act.

(2) ABUSIVE TRANSACTIONS.—The amend-
ment made by subsection (b) shall take ef-
fect on the date of the enactment of this Act.

(3) LOANS FROM TRUSTS.—The amendment
made by subsection (c) shall apply to loans
of cash or marketable securities after Sep-
tember 19, 1995.
SEC. 406. RESIDENCE OF ESTATES AND TRUSTS,

ETC.
(a) TREATMENT AS UNITED STATES PER-

SON.—
(1) IN GENERAL.—Paragraph (30) of section

7701(a) is amended by striking subparagraph
(D) and by inserting after subparagraph (C)
the following:

‘‘(D) any estate or trust if—
‘‘(i) a court within the United States is

able to exercise primary supervision over the
administration of the estate or trust, and

‘‘(ii) in the case of a trust, one or more
United States fiduciaries have the authority
to control all substantial decisions of the
trust.’’
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(2) CONFORMING AMENDMENT.—Paragraph

(31) of section 7701(a) is amended to read as
follows:

‘‘(31) FOREIGN ESTATE OR TRUST.—The term
‘foreign estate’ or ‘foreign trust’ means any
estate or trust other than an estate or trust
described in section 7701(a)(30)(D).’’

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply—

(A) to taxable years beginning after De-
cember 31, 1996, or

(B) at the election of the trustee of a trust,
to taxable years ending after the date of the
enactment of this Act.

Such an election, once made, shall be irrev-
ocable.

(b) DOMESTIC TRUSTS WHICH BECOME FOR-
EIGN TRUSTS.—

(1) IN GENERAL.—Section 1491 (relating to
imposition of tax on transfers to avoid in-
come tax) is amended by adding at the end
the following new flush sentence:
‘‘If a trust which is not a foreign trust be-
comes a foreign trust, such trust shall be
treated for purposes of this section as having
transferred, immediately before becoming a
foreign trust, all of its assets to a foreign
trust.’’

(2) PENALTY.—Section 1494 is amended by
adding at the end the following new sub-
section:

‘‘(c) PENALTY.—In the case of any failure to
file a return required by the Secretary with
respect to any transfer described in section
1491 with respect to a trust, the person re-
quired to file such return shall be liable for
the penalties provided in section 6677 in the
same manner as if such failure were a failure
to file a return under section 6048(a).’’

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall take effect on
the date of the enactment of this Act.

Subtitle B—Repeal of Bad Debt Reserce
Method for Thrift Savings Associations

SEC. 411. REPEAL OF BAD DEBT RESERVE METH-
OD FOR THRIFT SAVINGS ASSOCIA-
TIONS.

(a) IN GENERAL.—Section 593 (relating to
reserves for losses on loans) is hereby re-
pealed.

(b) CONFORMING AMENDMENTS.—
(1) Subsection (d) of section 50 is amended

by adding at the end the following new sen-
tence:
‘‘Paragraphs (1)(A), (2)(A), and (4) of section
46(e) referred to in paragraph (1) of this sub-
section shall not apply to any taxable year
beginning after December 31, 1995.’’

(2) Subsection (e) of section 52 is amended
by striking paragraph (1) and by redesignat-
ing paragraphs (2) and (3) as paragraphs (1)
and (2), respectively.

(3) Subsection (a) of section 57 is amended
by striking paragraph (4).

(4) Section 246 is amended by striking sub-
section (f).

(5) Clause (i) of section 291(e)(1)(B) is
amended by striking ‘‘or to which section 593
applies’’.

(6) Subparagraph (A) of section 585(a)(2) is
amended by striking ‘‘other than an organi-
zation to which section 593 applies’’.

(7) Sections 595 and 596 are hereby re-
pealed.

(8) Subsection (a) of section 860E is amend-
ed—

(A) by striking ‘‘Except as provided in
paragraph (2), the’’ in paragraph (1) and in-
serting ‘‘The’’,

(B) by striking paragraphs (2) and (4) and
redesignating paragraphs (3) and (5) as para-
graphs (2) and (3), respectively, and

(C) by striking in paragraph (2) (as so re-
designated) all that follows ‘‘subsection’’ and
inserting a period.

(9) Paragraph (3) of section 992(d) is amend-
ed by striking ‘‘or 593’’.

(10) Section 1038 is amended by striking
subsection (f).

(11) Clause (ii) of section 1042(c)(4)(B) is
amended by striking ‘‘or 593’’.

(12) Subsection (c) of section 1277 is amend-
ed by striking ‘‘or to which section 593 ap-
plies’’.

(13) Subparagraph (B) of section 1361(b)(2)
is amended by striking ‘‘or to which section
593 applies’’.

(14) The table of sections for part II of sub-
chapter H of chapter 1 is amended by strik-
ing the items relating to sections 593, 595,
and 596.

(c) EFFECTIVE DATE.—
(1) IN GENERAL.—Except as provided in

paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after December 31, 1995.

(2) REPEAL OF SECTION 595.—The repeal of
section 595 under subsection (b)(7) shall
apply to property acquired in taxable years
beginning after December 31, 1995.

(d) 6-YEAR SPREAD OF ADJUSTMENTS.—
(1) IN GENERAL.—In the case of any tax-

payer who is required by reason of the
amendments made by this section to change
its method of computing reserves for bad
debts—

(A) such change shall be treated as a
change in a method of accounting,

(B) such change shall be treated as initi-
ated by the taxpayer and as having been
made with the consent of the Secretary, and

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481(a)—

(i) shall be determined by taking into ac-
count only applicable excess reserves, and

(ii) as so determined, shall be taken into
account ratably over the 6-taxable year pe-
riod beginning with the first taxable year be-
ginning after December 31, 1995.

(2) APPLICABLE EXCESS RESERVES.—
(A) IN GENERAL.—For purposes of para-

graph (1), the term ‘applicable excess re-
serves’ means the excess (if any) of—

(i) the balance of the reserves described in
section 593(c)(1) of such Code (as in effect on
the day before the date of the enactment of
this Act) as of the close of the taxpayer’s
last taxable year beginning before January 1,
1996, over

(ii) the lesser of—
(I) the balance of such reserves as of the

close of the taxpayer’s last taxable year be-
ginning before January 1, 1988, or

(II) the balance of the reserves described in
subclause (I), reduce by an amount deter-
mined in the same manner as under section
585(b)(2)(B)(ii) on the basis of the taxable
years described in clause (i) and this clause.

(B) SPECIAL RULE FOR THRIFTS WHICH BE-
COME SMALL BANKS.—In the case of a bank (as
defined in section 581 of such Code) which is
not a large bank (as defined in section
585(c)(2) of such Code) for its first taxable
year beginning after December 31, 1995—

(i) the balance taken into account under
subparagraph (A)(ii) shall not be less than
the amount which would be the balance of
such reserve as of the close of its last taxable
year beginning before January 1, 1996, if the
additions to such reserve for all taxable
years had been determined under section
585(b)(2)(A), and

(ii) the opening balance of the reserve for
bad debts as of the beginning of such first
taxable year shall be the balance taken into
account under subparagraph (A)(ii) (deter-
mined after the application of clause (i) of
this subparagraph).

The preceding sentence shall not apply for
purposes of paragraphs (5), (6), and (7).

(3) RECAPTURE OF PRE-1988 RESERVES WHERE
TAXPAYER CEASES TO BE BANK.—If during any
taxable year beginning after December 31,

1995, a taxpayer to which paragraph (1) ap-
plied is not a bank (as defined in section 581),
paragraph (1) shall apply to the reserves de-
scribed in subparagraph (A)(ii) except that
such reserves shall be taken into account
ratably over the 6-taxable year period begin-
ning with such taxable year.

(4) SUSPENSION OF RECAPTURE IF RESIDEN-
TIAL LOAN REQUIREMENT MET.—

(A) IN GENERAL.—In the case of a bank
which meets the residential loan require-
ment of subparagraph (B) for a taxable year
beginning after December 31, 1995, and before
January 1, 1998—

(i) no adjustment shall be taken into ac-
count under paragraph (1) for such taxable
year, and

(ii) such taxable year shall be disregarded
in determining—

(I) whether any other taxable year is a tax-
able year for which an adjustment is re-
quired to be taken into account under para-
graph (1), and

(II) the amount of such adjustment.
(B) RESIDENTIAL LOAN REQUIREMENT.—A

taxpayer meets the residential loan require-
ment of this subparagraph for any taxable
year if the principal amount of the residen-
tial loans made by the taxpayer during such
year is not less than the base amount for
such year.

(C) RESIDENTIAL LOAN.—For purposes of
this paragraph, the term ‘‘residential loan’’
means any loan described in clause (v) of sec-
tion 7701(a)(19)(C) of such Code but only if
such loan is incurred in acquiring, construct-
ing, or improving the property described in
such clause.

(D) BASE AMOUNT.—For purposes of sub-
paragraph (B), the base amount is the aver-
age of the principal amounts of the residen-
tial loans made by the taxpayer during the 6
most recent taxable years beginning before
January 1, 1996. At the election of the tax-
payer who made such loans during each of
such 6 taxable years, the preceding sentence
shall be applied without regard to the tax-
able year in which such principal amount
was the highest and the taxable year in such
principal amount was the lowest. Such an
election may be made only for the first tax-
able year beginning after December 31, 1995,
and, if made for such taxable year, shall
apply to the succeeding taxable year unless
revoked with the consent of the Secretary of
the Treasury or the Secretary’s delegate.

(E) CONTROLLED GROUPS.—In the case of a
taxpayer which is a member of any con-
trolled group of corporations described in
section 1563(a)(1) of such Code, subparagraph
(B) shall be applied with respect to such
group.

(5) CONTINUED APPLICATION OF FRESH START
UNDER SECTION 585 TRANSITIONAL RULES.—In
the case of a taxpayer to which paragraph (1)
applied and which was not a large bank (as
defined in section 585(c)(2) of such Code) for
its first taxable year beginning after Decem-
ber 31, 1995:

(A) IN GENERAL.—For purposes of determin-
ing the net amount of adjustments referred
to in section 585(c)(3)(A)(iii) of such Code,
there shall be taken into account only the
excess of the reserve for bad debts as of the
close of the last taxable year before the dis-
qualification year over the balance taken
into account by such taxpayer under para-
graph (2)(A)(ii) of this subsection.

(B) TREATMENT UNDER ELECTIVE CUT-OFF
METHOD.—For purposes of applying section
585(c)(4) of such Code—

(i) the balance of the reserve taken into ac-
count under subparagraph (B) thereof shall
be reduced by the balance taken into ac-
count by such taxpayer under paragraph
(2)(A)(ii) of this subsection, and

(ii) no amount shall be includible in gross
income by reason of such reduction.
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(6) CONTINUED APPLICATION OF SECTION

593(e).—Notwithstanding the amendments
made by this section, in the case of a tax-
payer to which paragraph (1) of this sub-
section applies, section 593(e) of such Code
(as in effect on the day before the date of the
enactment of this Act) shall continue to
apply to such taxpayer as if such taxpayer
were a domestic building and loan associa-
tion but the amount of the reserves taken
into account under subparagraphs (B) and (C)
of section 593(e)(1) (as so in effect) shall be
the balance taken into account by such tax-
payer under paragraph (2)(A)(ii) of this sub-
section.

(7) CERTAIN ITEMS INCLUDED AS SECTION
381(c) ITEMS.—The balance of the applicable
excess reserves, and the balance taken into
account by a taxpayer under paragraph
(2)(A)(ii) of this subsection, shall be treated
as items described in section 381(c) of such
Code.

(8) CONVERSIONS TO CREDIT UNIONS.—In the
case of a taxpayer to which paragraph (1) ap-
plied which becomes a credit union described
in section 501(c)(14)(A)—

(A) any amount required to be included in
the gross income of the credit union by rea-
son of this subsection shall be treated as de-
rived from an unrelated trade or business (as
defined in section 513), and

(B) for purposes of paragraph (3), the credit
union shall not be treated as if it were a
bank.

(9) REGULATIONS.—The Secretary of the
Treasury or the Secretary’s delegate shall
prescribe such regulations as may be nec-
essary to carry out this subsection, includ-
ing regulations providing for the application
of paragraphs (4) and (6) in the case of acqui-
sitions, mergers, spin-offs, and other reorga-
nizations.

Subtitle C—Other Provisions
SEC. 421. EXTENSION OF MEDICARE SECONDARY

PAYOR PROVISIONS.
Section 1862(b) of the Social Security Act

(42 U.S.C. 1395y(b)) is amended—
(1) in paragraph (1)—
(A) in subparagraph (B), by striking clause

(iii) and redesignating clause (iv) as clause
(iii); and

(B) in the matter following clause (ii) of
subparagraph (C), by striking ‘‘, and before
October 1, 1998’’; and

(2) in paragraph (5)(C), by striking clause
(iii).
SEC. 422. ANNUAL ADJUSTMENT FACTORS FOR

OPERATING COSTS ONLY; RE-
STRAINT ON RENT INCREASES.

(a) ANNUAL ADJUSTMENT FACTORS FOR OP-
ERATING COSTS ONLY.—Section 8(c)(2)(A) of
the United States Housing Act of 1937 (42
U.S.C. 1437f(c)(2)(A)) is amended—

(1) by striking ‘‘(2)(A)’’ and inserting
‘‘(2)(A)(i)’’;

(2) by striking the second sentence and all
that follows through the end of the subpara-
graph; and

(3) by adding at the end the following new
clause:

‘‘(ii) Each assistance contract under this
section shall provide that—

‘‘(I) if the maximum monthly rent for a
unit in a new construction or substantial re-
habilitation project to be adjusted using an
annual adjustment factor exceeds 100 percent
of the fair market rent for an existing dwell-
ing unit in the market area, the Secretary
shall adjust the rent using an operating
costs factor that increases the rent to reflect
increases in operating costs in the market
area; and

‘‘(II) if the owner of a unit in a project de-
scribed in subclause (I) demonstrates that
the adjusted rent determined under sub-
clause (I) would not exceed the rent for an
unassisted unit of similar quality, type, and

age in the same market area, as determined
by the Secretary, the Secretary shall use the
otherwise applicable annual adjustment fac-
tor.’’.

(b) RESTRAINT ON SECTION 8 RENT IN-
CREASES.—Section 8(c)(2)(A) of the United
States Housing Act of 1937 (42 U.S.C.
1437f(c)(2)(A)), as amended by subsection (a)
of this section, is amended by adding at the
end the following new clause:

‘‘(iii)(I) Subject to subclause (II), with re-
spect to any unit assisted under this section
that is occupied by the same family at the
time of the most recent annual rental ad-
justment, if the assistance contract provides
for the adjustment of the maximum monthly
rent by applying an annual adjustment fac-
tor, and if the rent for the unit is otherwise
eligible for an adjustment based on the full
amount of the annual adjustment factor, 0.01
shall be subtracted from the amount of the
annual adjustment factor, except that the
annual adjustment factor shall not be re-
duced to less than 1.0.

‘‘(II) With respect to any unit described in
subclause (I) that is assisted under the cer-
tificate program, the adjusted rent shall not
exceed the rent for a comparable unassisted
unit of similar quality, type, and age in the
market area in which the unit is located.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall be construed to
have become effective on October 1, 1995.
SEC. 423. FORECLOSURE AVOIDANCE AND BOR-

ROWER ASSISTANCE.
(a) EFFECTIVENESS AND APPLICABILITY.—

Section 407 of The Balanced Budget Down-
payment Act, I (Public Law 104–99) is amend-
ed—

(1) in subsection (c)—
(A) by striking ‘‘Except as provided in sub-

section (e), the’’ and inserting ‘‘The’’; and
(B) by striking ‘‘only with respect to mort-

gages insured under the National Housing
Act that are originated before October 1,
1995’’ and inserting ‘‘to all mortgages insured
under the National Housing Act’’; and

(2) by striking subsection (e).
(b) TECHNICAL AMENDMENT.—Section 230(d)

of the National Housing Act (12 U.S.C.
1715u(d)) is amended by striking ‘‘the Depart-
ments’’ and all that follows through ‘‘1996’’
and inserting ‘‘The Balanced Budget Down-
payment Act, I’’.

SPECTER AMENDMENT NO. 3682

Mr. SPECTER proposed an amend-
ment to the bill S. 1028, supra; as fol-
lows:

At the appropriate place in title III, insert
the following new section:
SEC. . REAUTHORIZATION OF HEALTHY START

PROGRAM.
(a) AUTHORIZATION OF APPROPRIATIONS.—To

enable the Secretary of Health and Human
Services to carry out the healthy start pro-
gram established under the authority of sec-
tion 301 of the Public Health Service Act (42
U.S.C. 241), there are authorized to be appro-
priated $100,000,000 for each of the fiscal
years 1997 through 2001.

(b) EXISTING PROJECTS.—
(1) IN GENERAL.—Of the amount appro-

priated under subsection (a) for a fiscal year,
the Secretary of Health and Human Services
shall reserve $30,000,000 for such fiscal year
among demonstration projects that received
funding under the healthy start program for
fiscal year 1996.

(2) ELIGIBILITY.—To be eligible to receive
funds under paragraph (1), an existing dem-
onstration projects shall demonstrate to the
satisfaction of Secretary of Health and
Human Services that such project has been
successful in serving needy areas and reduc-
ing infant mortality.

(3) USE OF PROJECTS.—A demonstration
project that receives funding under para-
graph (1) shall be utilized as a resource cen-
ter to assist in the training of those individ-
uals to be involved in projects established
under subsection (c). It shall be the goal of
such projects to become self-sustaining with-
in the project area.

(c) NEW PROJECTS.—Of the amount appro-
priated under subsection (a) for a fiscal year,
the Secretary of Health and Human Services
shall allocate the remaining amounts for
such fiscal year among up to 35 new dem-
onstration projects. Such projects shall be
community-based and shall attempt to rep-
licate healthy start model projects that have
been determined by the Secretary of Health
and Human Services to be successful.

HARKIN (AND OTHERS)
AMENDMENT NO. 3683

Mr. HARKIN (for himself, Mr. BAU-
CUS, and Mr. GRAHAM) proposed an
amendment to the bill S. 1028, supra; as
follows:

At the end of the bill, insert the following
new title:
TITLE V—ADDITIONAL STEPS TO REDUCE

HEALTH CARE FRAUD, WASTE, AND
ABUSE

SEC. 500. SHORT TITLE.
This title may be cited as the ‘‘Health Care

Fraud, Waste, and Abuse Reduction Act of
1996’’.
SEC. 501. MEDICARE/MEDICAID BENEFICIARY

PROTECTION PROGRAM.
(a) ESTABLISHMENT OF PROGRAM.—Not later

than July 1, 1996, the Secretary of Health
and Human Services (referred to in this title
as the ‘‘Secretary’’) (through the Adminis-
trator of the Health Care Financing Admin-
istration and the Inspector General of the
Department of Health and Human Services)
shall establish the Medicare/Medicaid Bene-
ficiary Protection Program. Under such pro-
gram the Secretary shall—

(1) educate medicare and medicaid bene-
ficiaries regarding—

(A) medicare and medicaid program cov-
erage;

(B) fraudulent and abusive practices;
(C) medically unnecessary health care

items and services; and
(D) substandard health care items and

services;
(2) identify and publicize fraudulent and

abusive practices with respect to the deliv-
ery of health care items and services; and

(3) establish a procedure for the reporting
of fraudulent and abusive health care provid-
ers, practitioners, claims, items, and serv-
ices to appropriate law enforcement and
payer agencies.

(b) DISSEMINATION OF INFORMATION.—The
Secretary shall provide for the broad dis-
semination of information regarding the
Medicare/Medicaid Beneficiary Protection
Program.
SEC. 502. IMPROVING INFORMATION TO MEDI-

CARE BENEFICIARIES.
(a) CLARIFICATION OF REQUIREMENT TO PRO-

VIDE EXPLANATION OF MEDICARE BENEFITS.—
Section 1804 of the Social Security Act (42
U.S.C. 1395b-2) is amended by adding at the
end the following new subsection:

‘‘(c)(1) The Secretary shall provide a state-
ment which explains the benefits provided
under this title with respect to each item or
service for which payment may be made
under this title which is furnished to an indi-
vidual, without regard to whether or not a
deductible or coinsurance may be imposed
against the individual with respect to such
item or service.

‘‘(2) Each explanation of benefits provided
under paragraph (1) shall include—
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‘‘(A) a statement that, because billing er-

rors do occur and because medicare fraud,
waste, and abuse is a significant problem,
beneficiaries should carefully check any
statement of benefits received for accuracy
and report any questionable charges;

‘‘(B) a clear and understandable summary
of—

‘‘(i) how payments for items and services
are determined under this title; and

‘‘(ii) the beneficiary’s right to request a
itemized bill (as provided in section
1128A(n)); and

‘‘(C) a toll-free telephone number for re-
porting questionable charges or other acts
that would constitute medicare fraud, waste,
or abuse, which may be the same number as
described in subsection (b).’’.

(b) REQUEST FOR ITEMIZED BILL FOR MEDI-
CARE ITEMS AND SERVICES.—

(1) IN GENERAL.—Section 1128A of the So-
cial Security Act (42 U.S.C. 1320a–7a) is
amended by adding at the end the following
new subsection:

‘‘(m) WRITTEN REQUEST FOR ITEMIZED

BILL.—
‘‘(1) IN GENERAL.—A beneficiary may sub-

mit a written request for an itemized bill for
medical or other items or services provided
to such beneficiary by any person (including
an organization, agency, or other entity)
that receives payment under title XVIII for
providing such items or services to such ben-
eficiary.

‘‘(2) 30-DAY PERIOD TO RECEIVE BILL.—
‘‘(A) IN GENERAL.—Not later than 30 days

after the date on which a request under para-
graph (1) has been received, a person de-
scribed in such paragraph shall furnish an
itemized bill describing each medical or
other item or service provided to the bene-
ficiary requesting the itemized bill.

‘‘(B) PENALTY.—Whoever knowingly fails
to furnish an itemized bill in accordance
with subparagraph (A) shall be subject to a
civil fine of not more than $100 for each such
failure.

‘‘(3) REVIEW OF ITEMIZED BILL.—
‘‘(A) IN GENERAL.—Not later than 90 days

after the receipt of an itemized bill furnished
under paragraph (1), a beneficiary may sub-
mit a written request for a review of the
itemized bill to the appropriate fiscal
intermediary or carrier with a contract
under section 1816 or 1842.

‘‘(B) SPECIFIC ALLEGATIONS.—A request for
a review of the itemized bill shall identify—

‘‘(i) specific medical or other items or serv-
ices that the beneficiary believes were not
provided as claimed, or

‘‘(ii) any other billing irregularity (includ-
ing duplicate billing).

‘‘(4) FINDINGS OF FISCAL INTERMEDIARY OR

CARRIER.—Each fiscal intermediary or car-
rier with a contract under section 1816 or
1842 shall, with respect to each written re-
quest submitted to the fiscal intermediary or
carrier under paragraph (3), determine
whether the itemized bill identifies specific
medical or other items or services that were
not provided as claimed or any other billing
irregularity (including duplicate billing)
that has resulted in unnecessary payments
under title XVIII.

‘‘(5) RECOVERY OF AMOUNTS.—The Secretary
shall require fiscal intermediaries and car-
riers to take all appropriate measures to re-
cover amounts unnecessarily paid under title
XVIII with respect to a bill described in
paragraph (4).’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to medical or other items or services pro-
vided on or after July 1, 1996.

SEC. 503. REWARDS FOR INFORMATION LEADING
TO HEALTH CARE FRAUD PROSECU-
TION AND CONVICTION.

(a) IN GENERAL.—In special circumstances,
the Secretary and the Attorney General of
the United States may jointly make a pay-
ment of up to $10,000 to a person who fur-
nishes information unknown to the Govern-
ment relating to a possible prosecution for
health care fraud.

(b) INELIGIBLE PERSONS.—A person is not
eligible for a payment under subsection (a)
if—

(1) the person is a current or former officer
or employee of a Federal or State govern-
ment agency or instrumentality who fur-
nishes information discovered or gathered in
the course of government employment;

(2) the person knowingly participated in
the offense;

(3) the information furnished by the person
consists of allegations or transactions that
have been disclosed to the public—

(A) in a criminal, civil, or administrative
proceeding;

(B) in a congressional, administrative, or
General Accounting Office report, hearing,
audit, or investigation; or

(C) by the news media, unless the person is
the original source of the information; or

(4) in the judgment of the Attorney Gen-
eral, it appears that a person whose illegal
activities are being prosecuted or inves-
tigated could benefit from the award.

(c) DEFINITIONS.—
(1) HEALTH CARE FRAUD.—For purposes of

this section, the term ‘‘health care fraud’’
means health care fraud within the meaning
of section 1347 of title 18, United States Code.

(2) ORIGINAL SOURCE.—For the purposes of
subsection (b)(3)(C), the term ‘‘original
source’’ means a person who has direct and
independent knowledge of the information
that is furnished and has voluntarily pro-
vided the information to the Government
prior to disclosure by the news media.

(d) NO JUDICIAL REVIEW.—Neither the fail-
ure of the Secretary of Health and Human
Services and the Attorney General to au-
thorize a payment under subsection (a) nor
the amount authorized shall be subject to ju-
dicial review.
SEC. 504. UNIFORM MEDICARE/MEDICAID APPLI-

CATION PROCESS.
Not later than 1 year after the date of the

enactment of this Act, the Secretary shall
establish procedures and a uniform applica-
tion form for use by any individual or entity
that seeks to participate in the programs
under titles XVIII and XIX of the Social Se-
curity Act (42 U.S.C. 1395 et seq.; 42 U.S.C.
1396 et seq.). The procedures established shall
include the following:

(1) Execution of a standard authorization
form by all individuals and entities prior to
submission of claims for payment which
shall include the social security number of
the beneficiary and the TIN (as defined in
section 7701(a)(41) of the Internal Revenue
Code of 1986) of any health care provider,
supplier, or practitioner providing items or
services under the claim.

(2) Assumption of responsibility and liabil-
ity for all claims submitted.

(3) A right of access by the Secretary to
provider records relating to items and serv-
ices rendered to beneficiaries of such pro-
grams.

(4) Retention of source documentation.
(5) Provision of complete and accurate doc-

umentation to support all claims for pay-
ment.

(6) A statement of the legal consequences
for the submission of false or fraudulent
claims for payment.
SEC. 505. STANDARDS FOR UNIFORM CLAIMS.

(a) ESTABLISHMENT OF STANDARDS.—Not
later than 1 year after the date of the enact-

ment of this Act, the Secretary shall estab-
lish standards for the form and submission of
claims for payment under the medicare pro-
gram under title XVIII of the Social Secu-
rity Act (42 U.S.C. 1395 et seq.) and the med-
icaid program under title XIX of such Act (42
U.S.C. 1396 et seq.).

(b) ENSURING PROVIDER RESPONSIBILITY.—
In establishing standards under subsection
(a), the Secretary, in consultation with ap-
propriate agencies including the Department
of Justice, shall include such methods of en-
suring provider responsibility and account-
ability for claims submitted as necessary to
control fraud and abuse.

(c) USE OF ELECTRONIC MEDIA.—The Sec-
retary shall develop specific standards which
govern the submission of claims through
electronic media in order to control fraud
and abuse in the submission of such claims.
SEC. 506. UNIQUE PROVIDER IDENTIFICATION

CODE.
(a) ESTABLISHMENT OF SYSTEM.—Not later

than 1 year after the date of the enactment
of this Act, the Secretary shall establish a
system which provides for the issuance of a
unique identifier code for each individual or
entity furnishing items or services for which
payment may be made under title XVIII or
XIX of the Social Security (42 U.S.C. 1395 et
seq.; 1396 et seq.), and the notation of such
unique identifier codes on all claims for pay-
ment.

(b) APPLICATION FEE.—The Secretary shall
require an individual applying for a unique
identifier code under subsection (a) to sub-
mit a fee in an amount determined by the
Secretary to be sufficient to cover the cost
of investigating the information on the ap-
plication and the individual’s suitability for
receiving such a code.
SEC. 507. USE OF NEW PROCEDURES.

No payment may be made under either
title XVIII or XIX of the Social Security Act
(42 U.S.C. 1395 et seq.; 42 U.S.C. 1396 et seq.)
for any item or service furnished by an indi-
vidual or entity unless the requirements of
sections 505 and 506 are satisfied.
SEC. 508. PROHIBITING UNNECESSARY AND

WASTEFUL MEDICARE PAYMENTS
FOR CERTAIN ITEMS.

Notwithstanding any other provision of
law, including any regulation or payment
policy, the following categories of charges
shall not be reimbursable under title XVIII
of the Social Security Act:

(1) Tickets to sporting or other entertain-
ment events.

(2) Gifts or donations.
(3) Costs related to team sports.
(4) Personal use of motor vehicles.
(5) Costs for fines and penalties resulting

from violations of Federal, State, or local
laws.

(6) Tuition or other education fees for
spouses or dependents of providers of serv-
ices, their employees, or contractors.
SEC. 509. REDUCING EXCESSIVE BILLINGS AND

UTILIZATION FOR CERTAIN ITEMS.
Section 1834(a)(15) of the Social Security

Act (42 U.S.C. 1395m(a)(15)) is amended by
striking ‘‘Secretary may’’ both places it ap-
pears and inserting ‘‘Secretary shall’’.
SEC. 510. IMPROVED CARRIER AUTHORITY TO

REDUCE EXCESSIVE MEDICARE PAY-
MENTS.

(a) GENERAL RULE.—Section 1834(a)(10)(B)
of the Social Security Act (42 U.S.C.
1395m(a)(10)(B)) is amended by striking
‘‘paragraphs (8) and (9)’’ and all that follows
through the end of the sentence and insert-
ing ‘‘section 1842(b)(8) to covered items and
suppliers of such items and payments under
this subsection as such provisions (relating
to determinations of grossly excessive pay-
ment amounts) apply to items and services
and entities and a reasonable charge under
section 1842(b)’’.
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(b) REPEAL OF OBSOLETE PROVISIONS.—
(1) Section 1842(b)(8) of the Social Security

Act (42 U.S.C. 1395u(b)(8)) is amended—
(A) by striking subparagraphs (B) and (C),
(B) by striking ‘‘(8)(A)’’ and inserting

‘‘(8)’’, and
(C) by redesignating clauses (i) and (ii) as

subparagraphs (A) and (B), respectively.
(2) Section 1842(b)(9) of such Act (42 U.S.C.

1395u(b)(9)) is repealed.
(c) PAYMENT FOR SURGICAL DRESSINGS.—

Section 1834(i) of the Social Security Act (42
U.S.C. 1395m(i)) is amended by adding at the
end the following new paragraph:

‘‘(3) GROSSLY EXCESSIVE PAYMENT
AMOUNTS.—Notwithstanding paragraph (1),
the Secretary may apply the provisions of
section 1842(b)(8) to payments under this sub-
section.’’.
SEC. 511. REQUIRED BILLING, PAYMENT, AND

COST LIMIT CALCULATION TO BE
BASED ON SITE WHERE SERVICE IS
FURNISHED.

(a) CONDITIONS OF PARTICIPATION.—Section
1891 of the Social Security Act (42 U.S.C.
1395bbb) is amended by adding at the end the
following new subsection:

‘‘(g) A home health agency shall submit
claims for payment of home health services
under this title only on the basis of the geo-
graphic location at which the service is fur-
nished, as determined by the secretary.’’.

(b) WAGE ADJUSTMENT.—Section
1861(v)(1)(L)(iii) of the Social Security Act
(42 U.S.C. 1395x(v)(1)(L)(iii)) is amended by
striking ‘‘agency is located’’ and inserting
‘‘service is furnished’’.
SEC. 512. STANDARDS FOR PHYSICAL THERAPY

SERVICES FURNISHED BY PHYSI-
CIANS.

(a) APPLICATION OF STANDARDS FOR OTHER
PROVIDERS OF PHYSICAL THERAPY SERVICES
TO SERVICES FURNISHED BY PHYSICIANS.—Sec-
tion 1862(a) of the Social Security Act (42
U.S.C. 1395y(a)) is amended—

(1) by striking ‘‘or’’ at the end of paragraph
14;

(2) by striking the period at the end of
paragraph (15) and inserting ‘‘; or’’; and

(3) by adding at the end the following new
paragraph:

‘‘(16) in the case of physicians’ services
under 1848(j)(3) consisting of outpatient
physical therapy services or outpatient occu-
pational therapy services, which are fur-
nished by a physician who does not meet the
requirements applicable under section 1861(p)
to a clinic or rehabilitation agency furnish-
ing such services.’’.

(b) CONFORMING AMENDMENT.—Section
1848(j)(3) of the Social Security Act (42 U.S.C.
1395w-4(j)(3)) is amended by inserting ‘‘(sub-
ject to section 1862(a)(16))’’ after ‘‘(2)(D)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
furnished on or after July 1, 1996.
SEC. 513. PENALTY FOR FALSE CERTIFICATION

FOR HOME HEALTH SERVICES.
(a) IN GENERAL.—Section 1128A(b) of the

Social Security Act (42 U.S.C. 1320a–7a(b)) is
amended by adding at the end the following
new paragraph:

‘‘(3)(A) Any physician who executes a docu-
ment described in subparagraph (B) with re-
spect to an individual knowing that all of
the requirements referred to in such sub-
paragraph are not met with respect to the
individual shall be subject to a civil mone-
tary penalty of not more than the greater
of—

‘‘(i) $5,000, or
‘‘(ii) three times the amount of the pay-

ments under title XVIII for home health
services which are made pursuant to such
certification.

‘‘(B) A document described in this subpara-
graph is any document that certifies, for
purposes of title XVIII, that an individual

meets the requirements of section
1814(a)(2)(C) or 1835(a)(2)(A) in the case of
home health services furnished to the indi-
vidual.’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to certifi-
cations made on or after the date of the en-
actment of this Act.
SEC. 514. ITEMIZATION OF SURGICAL DRESSING

BILLS SUBMITTED BY HOME
HEALTH AGENCIES.

Section 1834(i)(2) (42 U.S.C. 1395m(i)(2) is
amended to read as follows:

‘‘(2) EXCEPTION.—Paragraph (1) shall not
apply to surgical dressings that are fur-
nished as an incident to a physician’s profes-
sional service.’’.
SEC. 515. IMPLEMENTATION OF GENERAL AC-

COUNTING OFFICE RECOMMENDA-
TIONS REGARDING MEDICARE
CLAIMS PROCESSING.

(a) IN GENERAL.—Not later than 90 days
after the date of the enactment of this Act,
the Secretary shall, by regulation, contract,
change order, or otherwise, require medicare
carriers to acquire commercial automatic
data processing equipment (in this title re-
ferred to as ‘‘ADPE’’) meeting the require-
ments of section 516 to process medicare part
B claims for the purpose of identifying bill-
ing code abuse.

(b) SUPPLEMENTATION.—Any ADPE ac-
quired in accordance with subsection (a)
shall be used as a supplement to any other
ADPE used in claims processing by medicare
carriers.

(c) STANDARDIZATION.—In order to ensure
uniformity, the Secretary may require that
medicare carriers that use a common claims
processing system acquire common ADPE in
implementing subsection (a).

(d) IMPLEMENTATION DATE.—Any ADPE ac-
quired in accordance with subsection (a)
shall be in use by medicare carriers not later
than 180 days after the date of the enactment
of this Act.
SEC. 516. MINIMUM SOFTWARE REQUIREMENTS.

(a) IN GENERAL.—The requirements de-
scribed in this section are as follows:

(1) The ADPE shall be a commercial item.
(2) The ADPE shall surpass the capability

of ADPE used in the processing of medicare
part B claims for identification of code ma-
nipulation on the day before the date of the
enactment of this Act.

(3) The ADPE shall be capable of being
modified to—

(A) satisfy pertinent statutory require-
ments of the medicare program; and

(B) conform to general policies of the
Health Care Financing Administration re-
garding claims processing.

(b) MINIMUM STANDARDS.—Nothing in this
title shall be construed as preventing the use
of ADPE which exceeds the minimum re-
quirements described in subsection (a).
SEC. 517. DISCLOSURE.

(a) IN GENERAL.—Notwithstanding any
other provision of law, and except as pro-
vided in subsection (b), any ADPE or data re-
lated thereto acquired by medicare carriers
in accordance with section 515(a) shall not be
subject to public disclosure.

(b) EXCEPTION.—The Secretary may au-
thorize the public disclosure of any ADPE or
data related thereto acquired by medicare
carriers in accordance with section 515(a) if
the Secretary determines that—

(1) release of such information is in the
public interest; and

(2) the information to be released is not
protected from disclosure under section
552(b) of title 5, United States Code.
SEC. 518. REVIEW AND MODIFICATION OF REGU-

LATIONS.
Not later than 30 days after the date of the

enactment of this Act, the Secretary shall

order a review of existing regulations, guide-
lines, and other guidance governing medi-
care payment policies and billing code abuse
to determine if revision of or addition to
those regulations, guidelines, or guidance is
necessary to maximize the benefits to the
Federal Government of the use of ADPE ac-
quired pursuant to section 515.
SEC. 519. DEFINITIONS.

For purposes of this title—
(1) The term ‘‘automatic data processing

equipment’’ (ADPE) has the same meaning
as in section 111(a)(2) of the Federal Property
and Administrative Services Act of 1949 (40
U.S.C. 759(a)(2)).

(2) The term ‘‘billing code abuse’’ means
the submission to medicare carriers of
claims for services that include procedure
codes that do not appropriately describe the
total services provided or otherwise violate
medicare payment policies.

(3) The term ‘‘commercial item’’ has the
same meaning as in section 4(12) of the Office
of Federal Procurement Policy Act (41 U.S.C.
403(12)).

(4) The term ‘‘medicare part B’’ means the
supplementary medical insurance program
authorized under part B of title XVIII of the
Social Security Act (42 U.S.C. 1395j–1395w–4).

(5) The term ‘‘medicare carrier’’ means an
entity that has a contract with the Health
Care Financing Administration to determine
and make medicare payments for medicare
part B benefits payable on a charge basis and
to perform other related functions.

(6) The term ‘‘payment policies’’ means
regulations and other rules that govern bill-
ing code abuses such as unbundling, global
service violations, double billing, and unnec-
essary use of assistants at surgery.

(7) The term ‘‘Secretary’’ means the Sec-
retary of Health and Human Services.
SEC. 520. NONDISCHARGEABILITY OF CERTAIN

MEDICARE DEBTS.
(a) PAYMENT TO PROVIDERS.—Section

1815(d) of the Social Security Act (42 U.S.C.
1395g(d)) is amended by adding at the end
thereof the following new sentence: ‘‘Not-
withstanding any other provision of law,
amounts due to the program under this sub-
section are not dischargeable under any pro-
vision of title 11, United States Code.’’.

(b) PAYMENT OF BENEFITS.—Section 1833(j)
of the Social Security Act (42 U.S.C. 1395l(j))
is amended by adding at the end thereof the
following new sentence: ‘‘Notwithstanding
any other provision of law, amounts due to
the program under this subsection are not
dischargeable under any provision of title 11,
United States Code.’’.
SEC. 521. APPLICABILITY OF THE BANKRUPTCY

CODE TO PROGRAM SANCTIONS.
(a) EXCLUSION OF INDIVIDUALS AND ENTITIES

FROM PARTICIPATION IN FEDERAL HEALTH
CARE PROGRAMS.—Section 1128 of the Social
Security Act (42 U.S.C. 1320a–7) is amended
by adding at the end the following new sub-
section:

‘‘(j) APPLICABILITY OF BANKRUPTCY PROVI-
SIONS.—An exclusion imposed under this sec-
tion is not subject to the automatic stay im-
posed under section 362 of title 11, United
States Code.’’.

(b) CIVIL MONETARY PENALTIES.—Section
1128A(a) of the Social Security Act (42 U.S.C.
1320a–7a(a)) is amended by adding at the end
the following sentence: ‘‘An exclusion im-
posed under this subsection is not subject to
the automatic stay imposed under section
362 of title 11, United States Code, and any
penalties and assessments imposed under
this section shall be nondischargeable under
the provisions of such title.’’.

(c) OFFSET OF PAYMENTS TO INDIVIDUALS.—
Section 1892(a)(4) of the Social Security Act
(42 U.S.C. 1395ccc(a)(4)) is amended by adding
at the end the following sentence: ‘‘An exclu-
sion imposed under paragraph (2)(C)(ii) or
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paragraph (3)(B) is not subject to the auto-
matic stay imposed under section 362 of title
11, United States Code.’’

CONARD AMENDMENT NO. 3684

Mr. CONARD proposed an amend-
ment to the bill S. 1028, supra; as fol-
lows:

At the appropriate place in the bill, insert
the following:
SEC. . WAIVER OF FOREIGN COUNTRY RESI-

DENCE REQUIREMENT WITH RE-
SPECT TO INTERNATIONAL MEDICAL
GRADUATES.

(a) EXTENSION OF WAIVER PROGRAM.—Sec-
tion 220(c) of the Immigration and National-
ity Technical Corrections Act of 1994 (8
U.S.C. 1182 note) is amended by striking
‘‘June 1, 1996’’ and inserting ‘‘June 1, 2002’’.

(b) CONDITIONS ON FEDERALLY REQUESTED
WAIVERS.—Section 212(e) of the Immigration
and Nationality Act (8 U.S.C. 1184(e)) is
amended by inserting after ‘‘except that in
the case of a waiver requested by a State De-
partment of Public Health or its equivalent’’
the following: ‘‘or in the case of a waiver re-
quested by an interested United States Gov-
ernment agency on behalf of an alien de-
scribed in clause (iii)’’.

(c) RESTRICTIONS ON FEDERALLY REQUESTED
WAIVERS.—Section 214(k) (8 U.S.C. 1184(k)) is
amended to read as follows:

‘‘(k)(1) In the case of a request by an inter-
ested State agency or by an interested Unit-
ed States Government agency for a waiver of
the two-year foreign residence requirement
under section 212(e) with respect to an alien
described in clause (iii) of that section, the
Attorney General shall not grant such waiv-
er unless—

‘‘(A) in the case of an alien who is other-
wise contractually obligated to return to a
foreign country, the government of such
country furnishes the Director of the United
States Information Agency with a statement
in writing that it has no objection to such
waiver; and

‘‘(B)(i) in the case of a request by an inter-
ested State agency—

‘‘(I) the alien demonstrates a bona fide
offer of full-time employment, agrees to
begin employment with the health facility
or organization named in the waiver applica-
tion within 90 days of receiving such waiver,
and agrees to work for a total of not less
than three years (unless the Attorney Gen-
eral determines that extenuating cir-
cumstances exist, such as closure of the fa-
cility or hardship to the alien would justify
a lesser period of time); and

‘‘(II) the alien’s employment continues to
benefit the public interest; or

‘‘(ii) in the case of a request by an inter-
ested United States Government agency—

‘‘(I) the alien demonstrates a bona fide
offer of full-time employment that has been
found to be in the public interest, agrees to
begin employment with the health facility
or organization named in the waiver applica-
tion within 90 days of receiving such waiver,
and agrees to work for a total of not less
than three years (unless the Attorney Gen-
eral determines that extenuating cir-
cumstances exist, such as closure of the fa-
cility or hardship to the alien would justify
a lesser period of time); and

‘‘(II) the alien’s employment continues to
benefit the public interest;

‘‘(C) in the case of a request by an inter-
ested State agency, the alien agrees to prac-
tice medicine in accordance with paragraph
(2) for a total of not less than three years
only in the geographic area or areas which
are designated by the Secretary of Health
and Human Services as having a shortage of
health care professionals; and

‘‘(D) in the case of a request by an inter-
ested State agency, the grant of such a waiv-
er would not cause the number of waivers al-
lotted for that State for that fiscal year to
exceed 20.

‘‘(2)(A) Notwithstanding section 248(2) the
Attorney General may change the status of
an alien that qualifies under this subsection
and section 212(e) to that of an alien de-
scribed in section 101(a)(15)(H)(i)(b).

‘‘(B) No person who has obtained a change
of status under subparagraph (A) and who
has failed to fulfill the terms of the contract
with the health facility or organization
named in the waiver application shall be eli-
gible to apply for an immigrant visa, for per-
manent residence, or for any other change of
nonimmigrant status until it is established
that such person has resided and been phys-
ically present in the country of his national-
ity or his last residence for an aggregate of
at least two years following departure from
the United States.

‘‘(3) Notwithstanding any other provisions
of this subsection, the two-year foreign resi-
dence requirement under section 212(e) shall
apply with respect to an alien in clause (iii)
of that section who has not otherwise been
accorded status under section 101(a)(27)(H)—

‘‘(A) in the case of a request by an inter-
ested State agency, if at any time the alien
practices medicine in an area other than an
area described in paragraph (1)(C); and

‘‘(B) in the case of a request by an inter-
ested United States Government agency, if
at any time the alien engages in employment
for a health facility or organization not
named in the waiver application.’’.

COATS AMENDMENT NO. 3685

Mr. COATS proposed an amendment
to the bill S. 1028, supra; as follows:

At the appropriate place in title III, insert
the following new section:
SEC. . MEDICAL VOLUNTEERS.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Medical Volunteer Act’’.

(b) TORT CLAIM IMMUNITY.—
(1) GENERAL RULE.—A health care profes-

sional who provides a health care service to
a medically underserved person without re-
ceiving compensation for such health care
service, shall be regarded, for purposes of
any medical malpractice claim that may
arise in connection with the provision of
such service, as an employee of the Federal
Government for purposes of the Federal tort
claims provisions in title 28, United States
Code.

(2) COMPENSATION.—For purposes of para-
graph (1), a health care professional shall be
deemed to have provided a health care serv-
ice without compensation only if, prior to
furnishing a health care service, the health
care professional—

(A) agrees to furnish the health care serv-
ice without charge to any person, including
any health insurance plan or program under
which the recipient is covered; and

(B) provides the recipient of the health
care service with adequate notice (as deter-
mined by the Secretary) of the limited liabil-
ity of the health care professional with re-
spect to the service.

(c) PREEMPTION.—The provisions of this
section shall preempt any State law to the
extent that such law is inconsistent with
such provisions. The provisions of this sec-
tion shall not preempt any State law that
provides greater incentives or protections to
a health care professional rendering a health
care service.

(d) DEFINITIONS.—For purposes of this sec-
tion:

(1) HEALTH CARE PROFESSIONAL.—The term
‘‘health care professional’’ means a person

who, at the time the person provides a
health care service, is licensed or certified
by the appropriate authorities for practice in
a State to furnish health care services.

(2) HEALTH CARE SERVICE.—The term
‘‘health care service’’ means any medical as-
sistance to the extent it is included in the
plan submitted under title XIX of the Social
Security Act for the State in which the serv-
ice was provided.

(3) MEDICALLY UNDERSERVED PERSON.—The
term ‘‘medically underserved person’’ means
a person who resides in—

(A) a medically underserved area as de-
fined for purposes of determining a medi-
cally underserved population under section
330 of the Public Health Service Act (42
U.S.C. 254c); or

(B) a health professional shortage area as
defined in section 332 of such Act (42 U.S.C.
254e);
and who receives care in a health care facil-
ity substantially comparable to any of those
designated in the Federally Supported
Health Centers Assistance Act (42 U.S.C. 233
et seq.), as shall be determined in regula-
tions promulgated by the Secretary.

(4) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of the Department of
Health and Human Services.

BOXER AMENDMENT NO. 3686

Mrs. BOXER proposed an amendment
to the bill S. 1028, supra; as follows:

At the appropriate place add:
The Senate finds that—
Patients deserve to know the full range of

treatments available to them and,
Patients should know if doctors receive bo-

nuses for withholding treatment from them.
It is the sense of the Senate that Congress

should thoughtfully examine these issues to
ensure that all patients get the care they de-
serve.

SIMON AMENDMENT No. 3687

Mr. SIMON proposed an amendment
to the bill S. 1028, supra; as follows:

At the appropriate place in the bill insert
the following new section:
SEC. . SENSE OF THE SENATE REGARDING ADE-

QUATE HEALTH CARE COVERAGE
FOR ALL CHILDREN AND PREGNANT
WOMEN.

(a) FINDINGS.—The Senate finds the follow-
ing:

(1) The health care coverage of mothers
and children in the United States is unac-
ceptable, with more than 9,300,000 children
and 500,000 expectant mothers having no
health insurance.

(2) Among industrial nations, the United
States ranks 1st in wealth but 18th in infant
mortality, and 14th among such nations in
maternal mortality.

(3) 22 percent of pregnant women do not
have prenatal care in the first trimester, and
22 percent of all poor children are uninsured,
despite the medicaid program under title
XIX of the Social Security Act.

(4) Of the 1,100,000 net increase in unin-
sured persons from 1992 to 1993, 84 percent or
922,500 were children.

(5) Since 1987, the number of children cov-
ered by employment based health insurance
has decreased, and many children lack
health insurance despite the relative afford-
ability of providing insurance for children.

(6) Health care coverage for children is rel-
atively inexpensive and in 1993 the medicaid
program spent an average of $1,012 per child
compared to $8,220 per elderly adult.

(7) Uninsured children are generally chil-
dren of lower income workers, who are less
likely than higher income workers to have



CONGRESSIONAL RECORD — SENATE S3679April 18, 1996
health insurance for their families because
they are less likely to work for a firm that
offers insurance, and if such insurance is of-
fered, it is often too costly for lower income
workers to purchase.

(8) In 1993, 61 percent of uninsured children
were in families with at least one parent
working full time for the entire year the
child was uninsured, and about 57 percent of
uninsured children had a family income at or
below 150 percent of the Federal poverty
level.

(9) If Congress eliminates the Federal guar-
antee of Medicaid, an estimated 4,900,000
children may lose their guarantee of health
care coverage, and those same children may
be added to the currently projected 12,600,000
children who will be uninsured by the year
2002.

(10) Studies have shown that uninsured
children are less likely than insured children
to receive needed health and preventive care,
which can affect their health status ad-
versely throughout their lives, with such
children less likely to have routine doctor
visits, receive care for injuries, and have a
regular source of medical care.

(11) The families of uninsured children are
more likely to take the children to an emer-
gency room than to a private physician or
health maintenance organization.

(12) Children without health insurance are
less likely to be appropriately immunized or
receive other preventive care for childhood
illnesses.

(13) Ensuring the health of children clearly
increases their chances to become productive
members of society and averts more serious
or more expensive health conditions later in
life, and ensuring that all pregnant women
receive competent prenatal care also saves
social costs.

(14) Although the United States has made
great improvements in health care coverage
through the Medicaid program, it is still the
only developed nation that does not ensure
that all of its children and pregnant women
have health care coverage.

(15) The United States should not accept a
status quo in which children in many neigh-
borhoods are more likely to have access to
drugs and guns than to doctors, or accept a
status quo in which health care is ensured
for all prisoners but not for all children.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that the issue of adequate
health care for our mothers and children is
important to the future of the United States,
and in consideration of the importance of
such issue, the Senate should pass health
care legislation in the 105th Congress that
will ensure health care coverage for all of
the United States’s pregnant women and
children.

DORGAN (AND FRIST) AMENDMENT
NO. 3688

Mr. KENNEDY (for Mr. DORGAN, for
himself and Mr. FRIST) proposed an
amendment to the bill S. 1028, supra; as
follows:

At the end of title III, add the following:
SEC. 3. ORGAN AND TISSUE DONATION INFORMA-

TION INCLUDED WITH INCOME TAX
REFUND PAYMENTS.

(a) IN GENERAL.—The Secretary of the
Treasury shall include with any payment of
a refund of individual income tax made dur-
ing the period beginning on February 1, 1997,
and ending on June 30, 1997, a copy of the
document described in subsection (b).

(b) TEXT OF DOCUMENT.—The Secretary of
the Treasury shall, after consultation with
the Secretary of Health and Human Services
and organizations promoting organ and tis-
sue (including eye) donation, prepare a docu-

ment suitable for inclusion with individual
income tax refund payments which—

(1) encourages organ and tissue donation;
(2) includes a detachable organ and tissue

donor card; and
(3) urges recipients to—
(A) sign the organ and tissue donor card;
(B) discuss organ and tissue donation with

family members and tell family members
about the recipient’s desire to be an organ
and tissue donor if the occasion arises; and

(C) encourage family members to request
or authorize organ and tissue donation if the
occasion arises.

WELLSTONE AMENDMENT NO. 3689
Mr. KENNEDY (for Mr. WELLSTONE)

proposed an amendment to the bill S.
1028, supra; as follows:

On page 9, line 13 insert after evidence of
insurability ‘‘(including conditions arising
out of acts of domestic violence);’’.

HELMS (AND KASSEBAUM)
AMENDMENT NO. 3690

Mrs. KASSEBAUM (for Mr. HELMS,
for himself and Mrs. KASSEBAUM) pro-
posed an amendment to the bill S. 1028,
supra; as follows:

Amend Title III—Miscellaneous Provi-
sions, Section 302(a) by striking ‘‘two part
study’’ on line 19, and inserting ‘‘three-part
study’’ and adding Section 302(d):

‘‘(d) EVALUATION OF ACCESS AND CHOICE.—
Not later than June 1, 1998, the Secretary of
Health and Human Services shall prepare
and submit to the appropriate Committees of
Congress a report concerning—

(1) an evaluation of the extent to which pa-
tients have direct access to, and choice of,
health care provider, including specialty pro-
viders, within a network of providers, as well
as the opportunity to utilize providers out-
side of the network, under the various types
of coverage offered under the provisions of
this Act;

(2) an evaluation of the cost to the insurer
of providing out-of-network access to provid-
ers, and the feasibility of providing out-of-
network access in all health plans offered
under provisions of this Act.

(3) an evaluation of the percent of premium
dollar utilized for medical care and adminis-
tration of the various types of coverage of-
fered, including coverage which permits out-
of-network access and choice of provider,
under provisions of this Act.

BURNS (AND HARKIN)
AMENDMENT NO. 3691

Mr. BURNS (for himself and Mr. HAR-
KIN) proposed an amendment to the bill
S. 1028, supra; as follows:

On Page 71, line 19, add the following:
‘‘SEC. 302.5. REIMBURSEMENT OF TELEMEDICINE.

The Health Care Financing Administration
is directed to complete their ongoing study
of reimbursement of all telemedicine serv-
ices and submit a report to Congress with a
proposal for reimbursement of fee-for-service
medicine by March 1, 1997. The report shall
utilize data compiled from the current dem-
onstration projects already under review and
gather data from other ongoing telemedicine
networks. This report shall include an analy-
sis of the cost of services provided via tele-
medicine.

f

NOTICE OF HEARING
SUBCOMMITTEE ON FORESTS AND PUBLIC LAND

MANAGEMENT

Mr. CRAIG. Mr. President, I would
like to announce for the information of

the Senate and the public that the
hearing previously scheduled before
the Subcommittee on Forests and Pub-
lic Land Management on S. 1401, Sur-
face Mining Control and Reclamation
Amendments Act of 1995 on Tuesday,
April 23, 1996, at 9:30 a.m. has been re-
scheduled for Thursday, May 2, 1996, at
9:30 a.m. in room SD–366 of the Dirksen
Senate Office Building in Washington,
DC.

In addition to S. 1401, we will receive
testimony on S. 1194, to amend the
Mining and Mineral Policy Act of 1970
to promote the research, identifica-
tion, assessment, and exploration of
marine mineral resources.

Those wishing to testify or who wish
to submit written statements should
write to the Committee on Energy and
Natural Resources, U.S. Senate, Wash-
ington, DC 20510. For further informa-
tion, please call Michael Flannigan of
the subcommittee staff at 202–224–6170.

f

AUTHORITY FOR COMMITTEES TO
MEET

COMMITTEE ON ARMED SERVICES

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that the Com-
mittee on Armed Services be author-
ized to meet at 5 p.m. on Thursday,
April 18, 1996, to receive testimony in
executive session to mark up S. 1635,
the Defend America Act of 1996—Na-
tional Missile Defense—and to discuss
markup.

The PRESIDING OFFICER. Without
objection, it is so ordered.
COMMITTEE ON BANKING, HOUSING, AND URBAN

AFFAIRS

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that the Com-
mittee on Banking, Housing, and
Urban Affairs be authorized to meet
during the session of the Senate on
Thursday, April 18, 1996, to markup a
resolution to authorize the committee
to conduct an investigation of Madison
Guaranty Savings and Loan Associa-
tion and related matters, amend the
committee’s rules to facilitate the in-
vestigation and related public hear-
ings, and to authorize the issuance of
subpoenas.

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

COMMITTEE ON COMMERCE, SCIENCE, AND
TRANSPORTATION

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that the Com-
mittee on Commerce, Science, and
Transportation be allowed to meet dur-
ing the Thursday, April 18, 1996, session
of the Senate for the purpose of con-
ducting a hearing on spectrum use and
management.

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

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mrs. KASSEBAUM. Mr. President, I
ask unanimous consent that the Com-
mittee on Energy and Natural Re-
sources be granted permission to meet
during the session of the Senate on
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