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2 toba~co'remo,:,ed' during 1991 o~ 1992)" and' insert-· ,', " 

. 3 " , ing "the ,amoUyt detennin.ed in accordance ~th\ ,the 
l 

" . , 
'. . 4 ' '.,following .table", and' 

" 

(2fby addingat..the' end the,foliowing: 5 
," I .'. ...... , 

, ~'- , . . \

The tu:per~the~ .of pipe,tob~.o rem{oved..::..,· ' pound1&- ' \ 
'. . ' 

,/ .,' 

After July 31, 1995 an,d before January: 1, 1997 .............. ; ... $1.10 
, $1.38 '=: ~::~ ,::::::::::::::':::::::::::::,::::::::::::::::::::':::::::::::::::::::::::::,::> ,,$1:66 

, After December 31, i998 ................._ .......... :.:-:...: .... ,~... , ...... :~. , .$1.94." 

" , 

J • ' j -,\ \. 

'. (h) APPLICATION OF TAX INCREASE TO PUERTO . . , ,..~ 

\ " 
• t ".7 RICO.-"Section 5791'is' ame~ded by adding, at th~end the, 

, ~' " 


" " ,
"8 follo~g new subsection: .. ' , , 
. \ . ~ 

.: 'I .,' 

9. ,,' ""(h) 'APPLICATION 'OF T~S TO PuERTO :RICO.-,·:' 
, • " .' ,1 \., .', • 

, , fa' Notwithstandillg ~ubsection~, (b) and (c) ,of section '7653 '.. , ' 

. ,I i . : and 'any' other 'provision ~f law- , ' , ; 

'12 " " "(1) IN, GENERAL.-'On tobacco' prodti~tsand,', 

13~ . cigarette papers and' tube~,manufactured. in or ini-· 
, -','" ,,' : 

14 'po~e~ into the Commonwealth of Puerto, Rico,:t~ere 
" 

IS,'is lrereby, imposed a' tax- 'a~ the rate, equal to the ex­
',' ..,' , ' 

. \ . 16,,' , cess of-' ,.' 
( " " j 

1'7 ,"(A)'th~rate' of,;taX applicable under' thi~ ~ .' . 
" 'I" . • . ' 

18 section to like' articles ,manufacfured in the ' 
, .' :' 

,..' " 

19' ,UnitedStates-, o:vet: " " . " 
<,\ ' 

20 . ,,:, (B) the, rate ,referred to 'in '~bP~r~graph " 
, • t" ," ,. : 

(A)' as h;l>effect on' th~'dav before th~' date of 21 
• '" , " • •. 401 I ' 

,22 
,

• I ,
/'. ' 

, '. 

, , 
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, ' VLA....6··.· 
! 

-. , ' . -: 1 . "(2) SHIPME!';TS' TO PUERTO ~~nCO'FROM .THE 
," , , . . ,. . '- " 

" . 'I' • " .. -. ':. " ,.' ~,". \ .... ,\' 

2 ',:U1\TITED STATES.-'Ohlv the rates ottaxin effect on ' 
\ 

: ", ." " " '- ~ I' . '.';'" ,'-' .',' "" ' , ­

3 the d~y' before . the date of 'the enactme~t of the 

4 
 ,'.'
, H~alth 'Reform' Act shall ·bet.aken· jnto .acco~t in 
• , _ ~,.' '_ ". .r _' , ~ ,I."".," ~...... '- \ I ••. J . , 

5' '.; de~~rn:iiIp.ng the. am()Unt of any exeniption~ from, '~or 

credit or.drawback, ..of, any taX imposed·by this's~c~' 
, ' ':'; . . . ,,'" 


-.... '. 


: tion. on'any .~i1icle shipped to .the. ~oIllllio~rw~alth of. , ' . , " 

. ' 8 
" " , ' , ,Pllerto Rico trom the United States:, .': " . 

' ... 

'·':9 "(3)' SHIPMENTSFRbM 'PUERTO RICO T,O ,THE, " . ' 
, ,; 

".,10 .' . t'~nT.E:p, 'STf\tES.-.·'Th~ rates: of' ,tax, taken' .into. 'ac- . 

,)l' ',:comit under '&ectiori'7652(~)'with- resp~,ct tQ' tob~cco 

i. 12 ' : products'and cigarette: papfi!rs a~d, tribes co~g nito 
.,' .' \ • ,/.' .' • .' -". ' ." _. ,..'_ ' '.' .• j' • " ,; J ',' _ ;" i.:,; _. .~' '. . '. 

13' '. the United States from the Commonwealth of Puer-, ' 
, " r

,'14 " to Rico $haU be the rates of tax in effect on, the day' 
, '" " I ._ " • ',': ",,1" .••• ',_, ,,:,,"',' 

'1i5' .before·the date 'of the"enactment of tlie 'Health Be-, 
,,',' 

, i 16, . form" Act. "'~ 
I. 

" . l, , , • ' " .' I 

17 , "e'.!} ',. DISPOSITION.OFREVENUES.-,-;Theprovi~
')' ¥: 'I '. V'" , f, ,". i 

'" , 18 sions of section> 7652(a)(3) shall not apply ,to any 
• ", E • \ " • 

" . 19 ' tax iil;lpos~d\by :~~a:Son,ef this, sqbsectibn." .. ' \ 

I , 1'0' ::'j, (i)' E~FECT~DAT~.-·'' The'amendments,mad'e' by., 
,', .' '" '., . . . " - ' " .' 

" 21' thls'sectiol,1 shall apply-to articleS.rerilOved' (as:de~ed i~ 
, 22 .~ection 5702(k) of' t~e' I~t~rnal"Beve~ue C~de '~of: 1~86?,' , 

, " '" ",,' . I.' 
"''23 as:amended by this4ct) after July 31, 1995., ,'" 

. .' ' , ." . . .. , " '. '. ' , \ 

'24'(j)FLOORSTOdKs,T.AXES'.~ ", 
• " • I, ; '. 

, 1 

" 
\ 
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"VlA-7' 

(1) IMPOSITIO!'(QF TAX.-'On, tobacco products,' 

2 and cigaret~e pap~FS and tubesmanufactureti.'in6r ' 
,,' ,', ,,{ 

,3 imported'into the,' Unit~d, States or,' the ;C~mmori- ' ... 
, " " .' '" . 

4weaith· of ,Puerto' Rico whJch ar~'remo~~d before any', ' 
" ,"'.', '\ 'j •• " '. I '., 1 .,' 

, j: " ' , tax-incre,ase' date andbeld 0J?', such' date' for' sale' by 
( , 

, ,'~y' perso~,there is Chereby ,"impos~d a tai:'ht 'an, 

'/'amount equal' to the· excess of-', 
". , 

,8 " , ",' (A).th~taxwhlch would, bekp6s~d under, 
, '. ,;.,. .. ',,'. ' 

1 ' , ' ., ',,' '9' ' section'570I"of the(Intemal~veriue ,Code of 
1Q ' '1986 on ; th¢ 'article, if the article had been re-' 

11 'moved on such date, over 
, , .' " . ' . ~ , 

12 '(B) the prior tax (if any) imposed Under' 
," 

", • j 

13, ,section 5701~r 765~ of such Code on su~h ar- ' 

• '!14 ' t~cle.', ' 
" ' 

,:" ' ".' 

: 15: (2) AUTHORITY TOmMPT'ct~ARETTES kELD" 

, 16, 'IN VENDING MACm~'"ES:-'To the extent, proVided in . 
, 'I' I • ' • \, 

, " 17 ',' "regillatim;ls prescribed· ,hythe Secretary, no taxshaU 
, \ 

be impoaed by paragraph (1) on cigarettes held', for, ,', 
, .'. , . ~ . ("" ',' . : . 

'" 
I .. 

" 

19, retaH sale on' any tax-:inc;rease' date" by,any person 
. , .,~ ­

• • '", • /,' ''\ • • . J 1 " 

,20, ':in 'any vending machine. If th~ 'Sec~~tarY provides 
,. ., ' 21' sucll a benefit with respect to atly person; the Sec­

.' 

. ': 22 r~tarym~y: red~ce the $~OO 'amQunt in 'paragraph" 
, , " ' , . 

, ,23 " .' (3) ,'with .respe~t to such pe~son.. ' 
.'. ., . '," . ",. ' 

; (3) CREDIT AGAINST TAX.-,Each person shall 

',25' be, allowed' as' a credit against' the, taxes ,i.:m.'posed by," 
, ' J • 

. .' " 

September 16,,1994 (3:16 p.m,) , ' 

, . '\. ~ 
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, ,', STAFF DISCUSSION DRAFT " , ;S.L,C, " ' 

, "0 . . .',"' : 'lIA-8;-~ 
" 

'.J ' , 'J 'pa~agraph (1)' oli e'ach' tax'"il!~~ease "date', an, amouht' , " 
" ~ '\; -.' , : 

, ,2 .; tequal to' $500. Su'ch eredlt:shal1 not exceed the, 
, \, 

amount of :taxe,s 'imp'Qsed by paragraph (1), on' su¢h: : / ' \' 
" , • , '. ': M ,,' ~ '" ". : .. '. ',' :., ' ," • .~' • ',;', 

4 , d.'ate for-which ,such, persoll isli~ble: " ' 
", , 

''." ,(4)"LIABILITY:FOR'TAX ~i:>' METHOD o~ PAY-, 
, '. '- ' 

MENT.~' '/ 
I, 

\ ' 

, } .', ' 
'.' , ,., ,', ' ,,': "\ I '<. :;/."" \ r' 

, I 
,, ,7' , (A) LMBrLI'IT F,OR TAX;-,A,~e~o,n' hold-, , 

''. 8 , ing" any articl~ oI.f 'any tax-increase, qate, to, 
- ' " .' .' J - . . -, , ' 

,'" \' 

'9 which ~ny.,t~ imposed 'by"paragraph' (1) 'applies': " " . , 

10" , shall be"liable for.'such tax:',\ ': , 
,) , , ' 

, 

'. '" 

Ii (13.) ~METHODOF PA\"MENT.-'"The tax' im-' 
,,/' 'j,' 

12 , posed' ,by:p~~agrap:n(l) shall be' paid msnch 
',' " '. .,'! , " 

'i3 i 'manner as the S~cretary 'shall prescribe' by reg- ' 
, , ' ," , ," '., 

\ 14 , .. watiqns.· , 


15 (C) TIME FOR 
) 

PAYMENT.-' The tax 
, 

un-,

'. " '. ' 

,I,; 

16 i' posed., by ~paragT~ph" (lr:on any iax~~crea~~' 
17 , date: shall 'be pa~don' or before the date 'which' " " ' , ,, 

" , • j • • 

, 
~~' 

, . . \ 
, ,

'19', , " " (5)-: ARTICLES ,,'IN ,FOREIGNTRAnEZpNES.-' 
• I ;. • I ~ ,;\ , 

, :' I: 20; ,Notwithstanding the, Act, Q( June 18, 1934(48 St~t., 
, I ,', . • 

21· \, ,998~ 19,U.S.C. 81a) and any ~ther provisionof,la\\", ' 
\ ' , , " , ' " " " " " " ,,', , 

22 .;, " any' article" w~ch is ,l<;)(~ated ,in a' foreigil" ' trade, Z(;>ne
" ' 

, "i •. ' 

, .' 'on' ap.y tax:'incre~se,date shall ~esu~ject' to ithe, t~es' ' '" "23 
> ' " 

. - .24! ,t,' impo~ed by paragr,ap1t( 1) 'if-'" : ' 
, ,J 

.... ' 

SePte~ber 16, ,1994 (3:16 p:m.)',' 
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, . , I 

, .. '. VlA-9'" 
, I· 

, . 

-1 '" (A) internal revenue tax~.s have been "detet­
, . I" 2 . mined, 'or ,c~stoms .. duties liquidateCl, \\1th re­. ' \. l' 

, 
. '. . - . I ", ~;. , 

spect to such article before such. da~e pursuant 
. ,,,,. • ....., " , • • I 

" to a request inadeunder tlie lstprovisq of sec­
, -. . .... 

, ' 

tion ,3(a} of such Act; or 
" J \~ "'I:, " .." :' ": . ... ' • . , , '; 

" tB). such article is held'.on such ~ate under' 
" '\­

'-. ... 
7 . -the' supervision of a Gustoms' officerpursUaIit to 

, '.' .).. 

. , 8 the, 2d provlso bf~ch section ,3 (a). 
, ./ 

, '. ,. - '. ­
" . '.. 

9' '.- (6)DEFn'~TIONS.-'FOI:· .. pUrposes .' 'of : this 

10 . ' sUbsection- . 
.: . ~. 

11 ,'(A)TAiC-iNCREASE DATK--The',teriri "'tax-,
'"i: 

. " \' ~-.' ,. , ',.. , .' 

'12. ) " 'increasedate" "me~n~' AugUst 1, 1995,' J~puary 
_ ,'..;' ", /' ~'.' • • F 

13 1,'.1997, ,J"anuary ':1, 1998', and January 1, 
. I,· 

14 1999" . , . . 1 

I' . i5 .' . (B)' OTHE'R D~'Fil\~TIONS.-"Te~s .u~edin. 
I. " , •• _ "',: 

16' , this subsection' 'Yhichare al~o used ". in .:secfion ' 
, ' . . . . , 'I 

-, 17' ' '5'702 of the' Internal Revenue Code 'of 1986 
'- I'" , .

" 1&.. ··.·shall have' the. respective' meanings' suc~" terms· 
. '. t.... ". ..' . . , . ~ . 

" , 
'19 have' in -'~ch s~c~ion" 'as;ame~dedby :thls Act. 

" ) " 

20, (c) .SECRETiRY.-"Th~ term, "S~cretarY,j, 
. . - ' . :' , -" 

, 21 . means the Secret~ryof. th~ 'Trea:sury or· his -del- . ,". 
, i 

\.22 egat~.· 
" '/ . 23 (7),' CONT~OLLEJj' GROUPS.-' Rules, similar' to 

" ." "", ' :1' r 
. '. . .' '. .' 

, the' rules of -$~ction. 506l(e)(3) of such' 00.47' shaH 

:,25 " '~pply-for pUl1>o.ses ofthis'·s~bsection. 
( . 

\ . 

j , 

September 16,1994 (3:16 p:m.) 

" '.', 

24 
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. ~ , , 
,\ l 

.' (~n"OT~R' LAWS' APPLICABLE.-'AU,provisions . 
\ .• I \ ') '. '.' .,' ' ,'," \ , ", I ~., ' 

": .' •2>. of la,,~, including: penalt~e8,. applicable with respect to 

. ( . 3 t~e,taxes imposed bjr,' section 5791 of such ,Code 
, I " ." '.' 

" '.4 ' shall, insofar 'as, applicable\andn~t mconsistent with ... " , 
," " . " I" .,' ,. , .r 

5 " .'. th~ .provisioIis',ofthi~ '8ub~ection; . apply t~ the ,floot, : 
. '. . . . .'" , " ,/ . . 

,6 '. . s~cks ~es imposed' by , paragrapll (1'), ,:to the same' ". 
'. • • -. > '.' • " , 

I, ,:,7 ',,, . , '. extent 'as 'if su.ch ~es wete imposed by such' se~tio~ ~ .,' '.•., 
,,' 

", "'\ \, ,,' , ,. '0 

~ ',' 
,8 ..5701~:The Secretary may tre~t any 'person who bore 

, ,. -, ,""" .: ", " ..: '- :-, t' ~, • '- '"'." " '~'. , ,,: "\' '. : .,'; ",I' '. 

I. ' '9'" 
, 

. , . . the Ultinlate ,bm:den, :of the tax' 'impos~d by'para-' .....I 

. '.' ... . \" '.'~. ,\ ~,- , , 

10, ". 'gr~ph (1): asthepe;rsop. to whom ,a credit'or ~efund 
. .' . 


. r 
,.' ' "', ~ : . .11.: .', ',:, .,under .such provisions maybe all(rwed o;r~ade~.· 
 " 

,. , . .~'. 13 \. " PRoViSIONS. 
", " . .i'~' " 

, 14' 
" 

, 
' 

(a) E,XEMPTIQN' FOR EXPORTED TOBAccoJ:>ROD­
" ' , ' ., I 

. ". ;' , 

,15. UCTS .Al\TJ)CIGARETTRP APERS' 'k"-t"D TUBES' Tb. APPLY:, . ,I, ' ' ." " , . .'. ' \ ' . 
". " 

! .. , " .' • : ' ," . .-',::' ," ", / ' ~. • 
",' 

.-" " . 

1~' ONLYTO ARtICL~SMARKEptOR EXPOR~~~\:' " 
'" ~, 

17 , ",.,' (~) . Subseytion(b) of sec40n 57Q4 isrunended 

\' 1,~' 'by., adding at: ~heend·. the,;folloWing' new sentence:· ... . , . .,' " . 
I 

19 .", "Tob~cC9 :,p~()d~cts and ciga~ettepapers\ 8:nd:tube~ 
: '". 

" .' 

' 

\, ". 
f .;~ '20 

,. niay,"~of betr~nsferred' or remov~d. :~dertPJ,s sub-' 
r • !. ­

" 

:'.21 
" , 

,\ . ~q, "section: uDless . such products" or papefsaI;ldtubes .. ·· 
, " ,- • ,I " . 

22 bear such 'marks; labels, or nq~ic~s as ~heSe~retary., 
" 

! 1" 

, " 

23 shall by' regulatiori~ 'prescribe.".' ;', ' 

{2} Section 5761 IS ,a~eIided' l:>Y, red~sigriatmg 
'.' " . i '. ' 

'. , . I'. .. " ,25 subs_eetions ,(c) and (d) ,as subs~ctions(d} and' (e), 
' • .' !. 

"', -" . ~\ 

'/ 
>, , 

.. ,"Saptember16. 1994 (3:16 ~.~.) 

, ; .. . ', 

~ 
, (' 

,,' 

. . . " 

. " 
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, ,VIA-Il' 
, t' 

,1; 'resp~ctively~ 'and by' ~ns~rtip.K after subsection (b) , ' 
. -.: \ 


, ) 

'2 ' the following ·n~w 'subsection: j 
 (I ,I' 

"'-. '3~, ""(c) SALE OF TOBACCO ~O~UCT~,A;NP CIGARETTE ­. ' , ......, -.' . 
, " 

'4' ~APERS ~~l) 'TUBES ,~oRExPORT.-ExCE;!pt' .asprovid~.d " 
.' ~. . . 

',5 in subsections(b) and'(d)of~ecti9~ 570~ " ' 
',.: . 

6 " "'(l} ~verY'~~rio~ who sells, relands, orreceiv'es'" 

, 'within the junscliction of, t.he" United States ,any" to- ' 

8,' ',' ' 'bac~o progucts 'or cigru-ette;!?apers or tubes ~hich " 

'~ _ '~" 'have been iabeie~i- o~ s~p~ed for' ~ortation ~nder '.' , ~'\. 
. '., . ,i" , 10 ' this' chapter" ;, 

, ,"" 
,. j, 

I II, , . "(2), every person' :who' sells or receives; sUch, 
\ ' 

'12 ,rel~ndedtobacco' prodrtcts ',or 'ciga~ettep'apers \ or 

" 13,,, ' tubes, an~ , I 

. ,:\ 
, . ',., , ~, 


( . 
 14 "(3) every person who aids :or abets in 'such, 

'15" selling, relandipg"or,' receivi.ng, ' 
, " 

, - 16 ,shall, i~ addition'to'thetax and any other penalty p.ro,~ded~ 
~ " " " . .. ;' 

• , '. .',' . ~ I " , . ," . 

"17 in this title, be pable for a pe~alty equal to the greater 
'" ~..' _ ' T ,'. ' '. 

'18 ~f $i~OOO'or5'jtime~theamo~t,of the'!tax~posed by:,: ,~ 
. . . - . , . 
i. i ',' " I ,', .,: :,'. 

19 thi~' chapter. All tobacco products 'and I cigarette,: papers, ' " 
• ',' ',' ", " .,' • '. , ." ... , '.. 'I,' ." '~,". ,', ':, 

, "~O, and tubes relalldedwithin the jurisdiction of the, \United­
" , . ". ", . 

• ' • I 

21, Statesta:nd all vesselst vehicles, and' airctaft used in such ':~, " - , 

. 22 :'relancllng '~r in reinovin'g\~ch ptoductst:papers, ~nd tUbes'- , . . , , 
': 

.,' 
, , 

23' from, the,_ place -where, r~l~nded,shallbe -forfeited to'the 
,- , ;.,. 

24, United States." 
\' 

' 
! 

I , " ,", : 

, ! :', " 

/' September 16, 1994 (3:1~p'.m.) 
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O:\FRA\FRA94.4'16 " \~TAFF-DISCUSSIONDRAFT' ': , ,S,~.C. ' 
, .". '~ . 

" VIA-12" ' 
.1 ", 

f .-," • : 'j' " '::", 

, '(3) )Subsection,'(a) of section '5761 is amende(l ' ' 
, " ., . '. . '. . " , " 

. -<-2 '" by striking "'s~bsectio~, '(bX', and inserting' "sub":, : ' ' 
•.1 " 

. , " " . ., . ,. . ." " , 3 
" '~:'sectipn ,(b) or (c)"':' 

, 
, ' 

\ ~ , 

. .j" ,', 

4, i ,", ,~' ,(4) ,Subsectio~' (d) ,of section<516i,~s redesig­
" ,",' "',", , ' 1, , '".., '. 

, , ',,: 

5 'n~t~dby ',panigraph,' (2),' isamencl'ed by,< strUring: 
• ... • . ;,' - J, . ' , _ 

,I' , 

"6', ",uThe'pen8.ItY'i~pos'ed ,b; ~bs~~tion ('b)'~a~d,i:q.sert.> 
\, 7 '", ing"Th~,'p~nalties'~posed.'by ~subsectio~ (bj,a~d " . -, 

""'..I' .' " 
• f ,', , ,.', • J'(':)" ,"8 , C "., ' 

I' ; 

.! '. '. ,':""'1 ." , "' .•. 
, , , 9 (5)(A) Subpart,F" ,of':chapter 52,isamended, ,by .', 


, , 

10 ,adding ~t the end the.. following neWs~ction:', " 

. " • '. " , " ! 

" ' ,', 11 '''SEC''51~... ~STRlCTlO~ONIMP9RTATlO~i' \'OFP~-' 
'/, 

\ .'12, ", VIO,U~Y'~ORTED TOBAC,CO~ODUCTs. ,)1" 

,13, ,"(ar'I~', (JEr-.~i~.AL;-'Tobacco;p~oducts' an~ cigarette," 

"i4 paperS and tUbes previotislyeXported ',from: th~"United' 
. . ./."" , ~ .. '. .' ' . . - ~ . ' 

'.' 15States'zp.ay'be' miported or brought into th~Unite4States' ~, ,:" 
, - ~ , I 


, ( 


16, only as provided in section 5704(d):.For plli'po~es of this ,
\ ' . , , ,I' , ' " 

,'" ", ," 17 'section, 's~tion 5704(d)~ section 5761~ and such,9tner pro­
, " , " ' " '.' - ' I ' 

, • ~. " J . " .' , '\,.. ' ., " - • t' ,~ \ . ."" \ ',,' • - .... , I ~'. 

18" visions as, the ~cretary may'specifyby' regUlatiops;- ref.., i-' 
, '. . • I ". " ,~ • .J 

,; ;19 ',ere~ces toexp~rtation shall ~e treated, as . inc!\lding a ref- ' 
~.' . 

. : , 

. 
' 

, 20 ,e;e~'ce ~o jshipmEm~ to 'the Co~~nwealth ~f Puerto Rico.: , 
: ,

.' . 

.' ,'\ 
.' ' 

, ; J. " "'(b) CROSS REFERENCE.-, ,,', . .. ',,' , ' . , 

.... . \' 
-~ l' " 

: f 

.. ! 

.', " " 

: . " 
.',' " 

. .. 
, \ " " l , , 

t . t, .. , '" 

'\'-,' " 
.1, \/

,September ~6. 1994'(3:16 p.m,) \ ' 

,f ,'. 

, \ 
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I 

" "', 

,.f ,O:\FRA\FRA94:476 ' , : S.L,C,' 
, , ' 

" , \ " 
'-, " VIA...:.13 -, 

: 1 (B) The table 01 s~cti(m8' (or subpartF of chap-. 

'ter 52,is 'amended bv 'adding 'at 'thee~d,the folloID1;lg , 
/; 

I ~ ., . .., , ' • • .: " " • • .' 

, " t 

new item: 
\ -, 

, . ,. " ", 

·"Sec.5754" Restriction ,<In importation of previously exported to.' 
bacco products," , ' ",', I 

(b).'1MPOR'rERsREQUlRE'D To B~'QUALIFIED.-,' 

":, ,(I) 'Sections ·'-.5712, ,,' 571;(~),', 572i,:~, 5722,' 
t . ' " 

~ ,; r '? 

" 

6 ,'5762(a)(1), and 5,7:6'3(b) 'and (c) 'are each amended 
, I.·.", ' , " 

7 , by inserting '~or importer" after "manufacturer". . \ ' , 

8, '(2) The heading of subsection', (b) , of section 
" . ' " .' 

, T "" 

,,9, , 5763 i~' amend~d ~ by'-inserting "QUALIFIED I~o'R'T-' '\ ' 
'. \ " ~ ~ . 

,,' 
1,0 , 'ERS;' after ":M.Al\CUFACTURERS". ' :,' 

, , , " , , , ,:", " 

II', .' (3) 'rhe heading for s:UbchapterB Qf chapter 52', ' 
."' ,.' ," • i' "',," 

. . I '" " , . " ~, ' 

" ; ..12 ,is amended ~y ~nsertj.n:g "and ,Imporl:ers,~' '~er . I' 

'.' I 

- j ,..

13 ' "'~anufacturers" . 

" 14 : ' '- ",' (4) The', ite~' relating to" subchapter 'B:-in : the' " ' ' , 
, ' '~ , ' , 

l " 

" ' 15' table 'of subchaJ?ters for ~chapter 52 is' amended, by , 
• • ~ " I," 

16 " ,inserting "and limporters" after. ~~~anllf~ctlIrers": ' .. 
" ,. I ,f'" ; , 

, .17 ' ','(c) REPEALO:f T~-E~MP'r:SALESTb'EMPLOYEES 
, • , , , ,I. 

, ,18 'OF CIGARETTE M.Al'riJFACTuRERs.-'\ " 
• • t'· 

19' " (l)Subsecti():n'(a) 'of' ,section ,5704 IS 

" 20' 'amended-' ',' 
;' : ,~ .•. ' 

,- " 

, 21 (A) by strildng~ "EMpLOYEE USE ~ ~R,'" In " 
, /.' l' , 

. 22. ; the ' headipg, and· ': , 

I,23 " \ .. (~)by, ~triking "for':us~ ~~ conslmiption by" 
'..

'24 ,. 
~, . 

employ~es or" in the,teXt. ' .. 
, 1· " 

, \' 

, . 

. Sept~mber 16; 1994 (3:1,6 p.m.). 
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" \ 

, "ST~,DISCUSSiONDRAFT. " , S,L.~., 

, , ~ '. , VIA:"'14 " 
-., , 

" 
" .' ,{2) Subsection (e) Dfsectiori57,23 'is amendea ' 

. , " I , ,. ~',. . , ' ':".'. ' ' • , , , , 

, by striking "for :useo:r,cons~ption by tlieir "employ- " 
: . " " 

,ees, "or~f()r 'experime~tal :purPQses", anQ.'inserting. ' 
. .,~. '. '. i .., " \ i' , , • .' ~ ,.' . , . • 

" 

) , 
, , " 

, .. , 

; (d): REPEAL' OF :T~-EXEMPT SALES TO UNITED·", > , " 
, ' . , . . "," - I :' . r • ~. " , ' " . 

'6:STATES.~S,ubsection ,(b) of section, 5704' is',amended by 
, . ,.' (., '. ), ! f ,', ~ , , " . 

, 7 strik:i:rl.g" and mailUiacturers may similarly re~ove such . . ' , , } , 
, " , '. 

':8~rli~les for use' of the Uhlted St~tes; ~, ., '.< ~ , 
• •• , '_~, 'I 

" -


.' ""., ' .:.- I', " ") '. "' , 

, 1,0 ,SUBJECT TO Til.-'Subsection (c) 'of section 5701, is 
" ," ".' ( , ,":, '1 ,.,:.... , • ' ,," • • 

11 ,'amended,by"'striking"Ou',.each '~o?kor 'set of cig~rette 
, " 

" ... , 
, I, ," 12 'pap~rs:c~ntaining ~ore t~~n',25 pap~rs,'~ ',and insert.in~" 

. "" 

,13' "On cigarette' papers," ~', 
, ' '- ~ 

14' '(f), STORAGE ,op:"rOBACCO PRODUCTS;-'Subsection' 

15 " ' (k) of section {) 7021s am~~ded by inserting\ "linder, 'seCtion ' 
• ,',~ • • ~:', ; , , • , •J' "" ',", .,'., ' - \' • " 

16' 5704" after'''internal r'eventie,bond'~; , " i \, ,'\, 

, , " J , 
, ' ( 

" t " .' I . ",.' , . '. . .'" 

It:'" ,(g), AUTHORITY To', PRESCRIBE' MINIMUM :MANlJFAC- ' 
, ",' " .",;' I .: _'" 

\ \' 

,,-. .' 18, TURING ACTIVrry 'REQVIRE~NTS'.-.Section ·:5712 . is 
, " , " ., ' .",., .. . , 

"19 ,:amendedby stiikirig:"or" ~t,th~e'ndofpa:ragraph (i), 
, ,,' ", ;', ", ' , :' ,', ' ' , . ,- " " " " - . ,', ' " " '," .'" 

.' 20, by :t:'edesignating paragraph '(2)a:s paragraph 13k and by 

"'21' 'inserti~g atterparagraph' U) th~' fOll~wihg'new.'paragraph: . 
• {:.., ,: " ;, • • • ''"\' " < , <: ,'.~ i ' 

" :' ",' f. " " " , ' 

',22 ,.:,: ""(2),the activit.Y'proposed tobecarried.ont at 
"'" 

\ '" " " , ' .' . 

" , '23 ' , such 'pr~in.ises does' not meet "sU~h mi!Ji.mum capacity 
, 1", \ \ ",. -'.. " ' - . ,'i. ' ' 

'24 ',' .oractiVitr reqUiremEmt~as: 'the $ecret~ry,'may' pre- . " 
I 
, 

,
! 

,<1'" /' 

I~ , 

, :' 

" . September 16.1~94 (3:16 p.~,) , ' 
" . ~',~ \ ' . '" , 

.. , , .. \.. ',," 
" 

'77"1, ' 
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" O:\FRA\F.ijA94.476 ST~' DISCUSSION,'DR.AFT ,S.L.C, 

V1A-15' 
. i 

, J , f 

/' 

.' , 

I I: 
: I 

, ', .1 '(h) SPECIAL RULES: RELATING 'TO' PUERTO RICO 
; 

/.. I I' ',' • l, '- • " 

2 A..~i:>:THE VmGIK ISLAJ\DS.-. Section 7652'is-amended by 
,. ".' 

, ,I3. adding.at the 'end 1the foll~wingnewsubse?tion: " 


4 
i 

'~"(h) LIMITATION ON COvEROYER'OF TAX OK To-, ' 

. . . ' . 

,5 BACCO PRoDuCTs':~For .purPoses ,of this se~ti()n, with t~_/ 

6 spect to taxes imposed under section 5701 or'this. ~ecti6~', ' 

7, .on any tobacco pr~duct, or cigarette paper .or: tu~e,: the, 
" '" ' ' , ',.., ' ... ' , '.'.. .' " :" , 'I' ' , 

8 ,amount covered into, the treasuries of, Puerto Rico ,an,dthe , 


9,VJl'gin IslandS:'shall.no,t exceed. 'the ,rate .of ,tax under sec~' 

,( , .. \ . ;- I 

, 10 ,tion 5701 in effect 'on ·the, arti~le on thedav befo~e the" 
. . '. ...., ,"'" ..... .}' '.., I I " 

'fi date ,of .the 'enactmEmt of.the Health Reform Act.'" ;: ' , 

12 .' '(i) EFFECTIVE DATE:-,,The' ame~C4nents made py 
{' , • • .., ,. . I 

13 this section 'sha1l~pply to articles rem()ve'd (as defined in . " : 
, . , 1 • , ' 

14 ,section 5702(k) of "the Internal 'Revenue' Codeof~986, 
, .' " , 

, 15" asamended bythis'Act) after p~ce~bet 31,1994. ' , ' 

16:, SEC. 6103. IMPOSmON OF EXCISE TAX ON ~ACTURE. ' 

17, " \, OR IMPORTATION' OFROJ..L.YOlJJ.l..OwN ,TO- : 
• ~ I 

'.~ .18, '. RACCO., 

'19',' : (a)'IN GEl\"ERAL.-·Se~tion 5'701 (reJating to rat~ 'of 
, .~ I '.' . , 


" ' . ~.', ,'." " ,.' 


,,20 tax), as'~niended by section 6101, isamended by,redesig­

2~ ~ nating,'su~sectioIis'(g) '~nd.(h),as ,subse~tionS (h): ahd (i)
", , -: '. ' . I (. , '. 

. J !22, and 'by, inserting, ~fter., ~p.bsection ' '{f)' the folloWing', new 
. , :' ~ . . . . .'\ ,., .: 

'I '" 

\, '\.: 23 subsection:'" 


, 24 ",,~ "(g) RoLL-YOUR~OwNToBACCO.-:O~,r~ll.;Xour-owD. 

. . "'. . .. 

" , , 

25'tobacco,mamliacturedln 'or imported into the UIrited 
, 

,< 

'" , : . 

/. :
September 16",1994, (3:16 p.m.) 

. , ;' . 

7~. 
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J i' Statesl
; th~'reslial1 be 'Imposed a: tax of the' ampuntdeter- ' 

, . , ., . " '. ' 

,2 rcinediI{acco~dailCe'" ~ith tpe following table per' pounq 

3 (apd a proportionate' tax at the, like rate ,'on ali frcicti9naf " 

'4p~rts ofapOlmd):~,' i', ' " , ' 

~ • ,'" • ¥ 

~ Uae c~ of'~U'YOu.MnvD tobit~ removeci-" '1'be tall: per, ' 
! I.: , ' po~d~.. ' , ';' .. '.: 

,." • ' " f ',,' " ,",.,., . '. 


, ' ' 
 , ,: After, July 31, 1995,imd before.rimuary 1, 1997 ." ..:,.......... ' ,$LI0 

'r , 'DUring 1997, ............... ;:... ; .... : ....... ::•... ,..:~ ..... : ....... : •. ,.,..:.; •..... '.. •"$1.3~ ~ 


:' ,~ During 1998 ' .:.... : ...... :.: .. ~::'...d:........:.,~,...:........:...;•.,:,::.. :~ ...;...,.... ':$1.66 

, - After Deceni.ber 31, 1998 ......... : .. : .. ,.;............... , ......... ~........... $1:94." 


. ' I . , 

I.'. 

5, (b)RoLL~yOUR-OW,NTOBACCO.-.~ti~n 5702' (I'e~ 
. " A • . ' , I ~ 

,6; rating to'd~finitio~) is amended ,byadcllng at the end/the , 
, ~" 

. .. ..' .. ' .' . 

7, folloWing' new' subseCtion: 
, ,I -", 

I, " 

8' ""'(p)\RoLL';'YOvn.;OiTN.,TQBACCO.-"The, te~' ~roll- ,':. 

'I, 
, " 

9 ~:, your;.own' tobacco' means 'any tobacco which" because 6~ 

"I0 itsappea~an~e~type,,pack~~~, or,laheling,"is suitable for ,'" 
\, . 

,\ 
, \, ' 'I ,,'. " . t • • ',.. ," 1 .,.' • 

11' use andlikel)~ tdbeoffered t6, or purchased by, conSumers' 
, ,. , . " ' . .~. ' '.: " . ' , -(' 

" \ ,I. 
;. 

'12 a;~tobacco for:malringcigarettes." ' 
\ 

. ,\" 

, ',13" . " , , (~)'TECHNICAL :AME1\1])MENTK-' ,
~ 

'~, 'r.",.' ", '. ,'; '. " . ~, 1 , ' 

" 

" 
j , '~4 , , " (1) Subsection (c) of section 5702 is amended ' , "', ,.' 

, . , l' r 

.. , 15' , ,bystrikiD.g~ "ahd pipe tobacco" and inserling','pip~ , ' 
, 

'i " 


,', \ 
 I', , 

16 ',tobacco"and' ~oll-YOlir-o~ :iobacco',' . 
. ,/." . 


',': 
 17 .. , 
(~) "Subsection', (d) of ' ,'section' ,'5702' is.' ' 

, ,. 
/ 

'18 : , amended-' 


'19 ;, .. " (A) , ~ . the' 'nlateriaL, pr~cediIlg ',paragtaph< 


, i, 

,; , 1. .', " .:, \ ,,' t. . . ' 

, ." 

20. (l);':by 'striki~g "or 'pipe; tobacco'" and inserting ',' 
. ~ -, - ." . 

, ," ,>21 ,~'pipe tobacco," orroll-your-own tobacco"~ and, ) 

,.' . " " ' , 

..; , 

·,Sept~mber i6. ~994 (3:16 p.m.) , ''I 

\, ,'<', 

",,\77;' 
{ " 
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1 


2 
 ,iIig the folld"~ng ,ne,v paragraph: 
': 

"3- ."(~) :8,' per~on, \yhq' produGes cigars, .cigarettes, " 
" 

4 smokeless t~bacc~, pipe tobacco;' or roiI~your~own to~, ' ' 
, I 

5 , 
bacco ~olely'for the' person's own personal co~sump- ' 

, " , " , ,\, I,' , 

" ,6 tion or use,' "and". ' ' 
" "~ . 

7 (3) , 'T4e 'chapter' heading,' for chapter,' 52 "IS 
" 

.. .' 

8 ' amended to read as follows: ' 
. , .. 

9 ' "CHAPTER '52-TOBACCO PRODUCTS AND ' 
, .' . 

,10 ' CIGARETTE PAFERSAND TUB'ES". 
~ . . . 

II (4) ,The table: of , chapters for sUbtitleE IS 


12' " ,a'mended by ~stI"ikhIg tlie item relating, to c~apter 52 '/ 


13, ';, a:r;td inserting the following new' item:.. '" 


"CHiPTER52. Tobacc() products and cigilreite papers and tUbes." 


, 14 ' (d) EFFECTIVE DATE-.-' " 
 A' " 

" . I '- .• I 

1~ . , - (1), IN" G~NERAL.-)The amendments' made by' . ' ,',." ..... '. "- ,, ',' .; 
. .'~ \ . 'I' ,. . .' i 

" 

16, this section shall apply ,to roll"yoill-o~ tobacco re- ' 
. , , . 

17" moved (as, de~ed in section, 5702 (k) ,of the' Internal' 
", " 

" , 

-', . 18 Revenue; Code' of: 19'86, as amended ,by this Act) \ ' 
'- -,. ,I _ r" . , ,_, • . ",• 

19, after July 3i, 1995: " 


20 (2) T~SITIONALRULE.-:,Any person who-- " 


21 .. (A) on the, dat~ of the e'nactme~t' 'of 'this 

I' 

22' Act is ,e~gaged in buslne~s as a mainifacturer of 
. \'. .. ,. 

. ~ \ '. 

23 , roU~your-own tobacco or as an importer' ofto-' 
. ., I', 

" 

24 , baccoproducts or cigarette papers and tubes, 
\ '.' 

25' and' 

September 16. 1994 (3:16 ·p.m.) 
:, " 

',7~' 
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'. l ",, , 

',VIA-IS 

,(B)before August 1; 1995, subnrits an~ap~' 
, '2 

). 

plication under, subchapter B dfchapter ,~2 of ' 
. " \ , '. '. 'f • • 

, .... ,

3 'such Code to engag~ in such busines~', : 
. ~ . " ~', - . . . 

, ' " 4 ,,' ;,', may, 'no~thst~nding ,srich subcha~ter ·'13;',continue, 

. to'engagemsuchbusiness,p,en<llng fin~l action on -", 
l " 

, .' ,"'., ,':., - ," : .. \ I "\'" . '. . .' ) " '. :.... " '.":. 

\ . 'such .application~ Pending such' firialacti6n, all pro- " 

visionS of su~h chapter 52 shall apply" to such appli­

, '8 '," .cantin the' same: ,manner and J,o the same extent as , 
I' "/. " 

•• -Y' 

: ".9, " if;such' 'applicaIit-were 'a holde~' of a'perlnii under 
, " " I . . I ,". , . " ".' " 

10' " such chapter52to~ngage-in ~ch(bushiess. 
;. 

, 11 ' PART 2-HEALTH RELATED ASSE,SsMENTs, 
", ,j '", '.l <' 

" ,12, SEC~' 6u1. ASSEss:ttnNrs ON INSuRED 'AND SELF.INSURED 
, , , 

, 13 'BEALTBPi.ANs~' 
" 

.. \' , ' •.. Fi 
• . I . "\.' .' ," 

, '14 ,'. (a) GENE~"RULK-Subtitl¢' D (relating to. mis­

".15 cella~eousexcisetaxe~) is: amended :by adding after chap-' 
• z , • ~.... • l . , \ 

. . ,'.. \, .', ~'. . 
, ! .\,' 1() 'ter36 the followiIigne\V chapter: ' 

- . . " ", 

. " 17, .' ,"","CHAPTER 37.....;.HEALTH'RELATED· 
• 'I ~ .' .' I • , " 

18 :AsSESsMENrs'" :.',' 
'~·SuBCH.APrER. A. I~and_ self-insured h~th ptans.. " . , · 

~Subchapter ~"":'J~slJred and Self-insUred" 
•• ' .' i '. ',. • 

HeruthPla.:ns 
, 
, 

:\ . 
, . 

•~Sec. ,.450 L Health msuranee' and health-reI8te<i admi.cistrative" 
. services. ' . 

. ':&C. 4502. 'Self-inSured h~thpIans. ". 
< } \ ' , ':See" 4503. Defini~ons and special rilles. 

" . 

, ' j.... 


. I,' 

.... ,I 

.... l 

, I 


, , 
, ., 'r, I 

',' 
"" ;', , -,""( , '," , 

" . 
I ' 
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, O:\FRA\FRA94.476 " S.L.C. 
, ' 

, \VlA-19 .' 
" 

1,' "SEC. ,4501. HEALTH INSURANCE AND IiEALTH~RELATED 
, , ' 

, " 
2 

3 , '- '."(a), IMPOSITIO~ OF "TAX.-.,There' IS' herebv' . . ..... ' 

4' imposed-," , ' 

,5 /'(l)oheach taxable,health in~urance policY"a ' 
'. 

6 ~ eqmll' to 0.6 percent "of' the, preID.iunls recei;ved, 
" I I l ' ! ' ~~ / 

1 .7 ,~der such policy} and 
, 

8' '~ '~(2), orleach .arilOUntrec~ived for health;.related' 

9 ",' administrat~~e services~a,~' equal to 0'r6,perce~t of" 
. . .' . . . , I. . ", 

10 the amount so received. :,',' 
I. 

,11 , '," (b) LiABILI'f¥ FbR TAx.-', '.' ,
,I '. 

,~ 

. ,".' . . " . '. " . ,~-,.' .' '. ',' . ',' f, -, " , 

.-' ,12 ,'.'(1) HEALTH' INSURA.~CE.-,The ,tax" imposed 
. " ". -,' . ~" . . 

13 by subsection (~r)(l)shall be paid ~y the issuer of.:' 
. ' .~ , .... . 

14 , , '~hepolicy. 
, , 

" t : f • . • • ' , , ~ . 

15: , '.'(2) ,HEALTH;RE~TED ADMlNISTRATIVE,SERV-, 
, '. ' .' , ' .' " ' 

16 , , ICES.,-'· The,tax)mposed by subsection (a)(2.) shall, 

,aclniinistrative services. 

"(c) , TAXABLE' HEALTH INSURANCE POLIcy.-For . 
I '~, 

'20 'pUrposes ofthis' section-" , .I , ' 

21 ' 

'22: 

, I '23, :~'. 

24" ' 

~ 25 

• ' "j '" .' • 

"(1), IN ,GEN"ERAL.-Except as otherwise pro-' 
" l ' , • 1 • • 

vided in this section, !the' tenri 'taxable health instir- " 
• I \. , 

" ,ance policy" means any, insurance policy providing 

"" accidentor'h~althinsut~nce' wi#l re~pect,to: in~'~d-
, "~I, "" ' " ' ,'" . 

urus residing in the United States. , 
, , ' 

" . ; 

;~ " ., ~ptemb9r 16,1994 (3:16p.m.) 

t '. 

. <, . 
, , 

" ,.. 

, 
'I 

: ! 

. " , , 
, 

. ,\ 

. , 
, .; 
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'.', . ,I' . 

''lA-20 
'. " ..... - : ',' ,'. ,,' \ " ,,' ,\ I I . . 

;" ,.' :1 " '''(2), EXEMP'rION' OF CERTAIK ,. POLICIE~:-'The', 
\' . '. ,;,,' \, .' , , . " . '. "I .. 

"'_'" ,2" "term"taXable health insuranC:E!, poli~y' , does' not in- ',' 
. '. " .

) : , , 

,3 ",: ;,clud~ a:ny insurance 'policy if substantially· all of the: . :-:,' 
. ..... ':', , ..: ;:' '. 

,4 ' "coverage provid.~d under 'such policy relates to-:- . " ' 
'\ . . ~.' .. . 

5., ,'~'(A) liabilitie~ incurred under I workers,' ~ , 
" ) , "; 

',' " 

i6' " , 'co~perisp.tionlaws, 

7 , ,H(J3)' tort liabilities, 

·8 , "(b) liabilitiesrelatmg tb oWliership or, use 
'" " "-__ '" _, "',"':. • ,I , . 

9' of
, \' 

property, 
, 

.,,- " 

( 
10, "(P) credit insurance, 

, ' I' . , " 

11 " '''(E), cQyerage providing ,disability benefits 
'. \ f' " . 

, 12, onacc()untof' si~kness ' or' 'injUry, includiJ:lg, 

13 'wages ,o~ payments' in lieu of wages; because'of ,', 

, 14<~ 'any absence fr9m' work: and 'benefits paid 'be.. , 
\ ' 

'15, - ',' cause" 'of'a~ -'in~bilityto perl-orin 'the ~aterial ' 
, , ~' 

,16 , ' a;nd sub~tantiar duties of ari~dividual~s'r.egular, 
',' ' 

, " ',I 

:17, occupation; or ' ,: 
, , 

"1'8' ,,:~ '''(F) such 'other_ siI¢lar liabilities aS'the' , ' 

. \ " 

, '\' 

" 19 Secr~tarY may, specify' by re~ation~.' " , 
,'I • 

, • " • i ' '" _. • I, •

, ,'20'", '''(3):SPEClAL~" RULE WHERE, POLICY PROVIDES- ' '" 

21 ,"OTHEi COVERAGE.-,,In,' theca~e of any, taxable, . . . . -' , . , .~, . "", .' 

22', .', h~8.1th' insurance "policy' under\vhlch amounts· are,,' 
, ' 0 ~ , ! ' .. ,( , ' ,, 

23 payable' other, tha,.n ''for,.accident' or, -health coverage,' 

'24' " .iIi deh~rmining the_'amount of'the,tax,'imposed \by
'!- " ,.'" , 

, , ;,' 

1, 
25 ',' . subsectiori(a)(l)' on, any premili~"paid under; such 

• " , '_ ,', • H.. -,< 1 : 

" '. 
, , 

, ,', , \ 
" l~ • 

September 16.1994 (3!16 p.m.) 
'\ 
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Ii­

r' 

" 

" 

'I " ' '. I 

VIA-21 .' 

1. :policy,' there' shall; be excluded 'the am~unt of t4e,'~ ", 
. - ,-.. ~- ' 

., 2, .' charge for the. nonaccidenf qr-heal'thcoverage if.-.' .' 
, " < ,"', ' •• 

. '.. - . 

3: . "(A) the charge for ,such nonaccident or 

4' health' coverage -is either separateiy, stated' in'. 

. ,"' ..5, ,. '.f . the poli~, or~rnished't~ tbe,.policyh~lder·ina: ',' \ 

. " . . 
6 separate statement;· an<I " '. 

," ":.···7· . ". ~'(B)' such ~harge"is' reasonal:he in 'relation .' . .' ", 

.8 . toth~ total charges under tli~ pqlicy.·· . ... ", " 
, •• ,,.. ~ • - ." , ' I 

I . ' " ," . , ' , ','.. . \ . , , . ~' " 

9 , . In, any 'other case, the entire' amount of the pre~uni . 


10 - ,paid underl such. a policy shall be subject to, tax 

, . - , ' , , . 

, . under subsection (a)(l) .• '. h, 

. J2': "; '. ",'(4) TREATMENT OF PREPAID HEALTH cov­
. • ,t : 'j .' .' '.:" , ,'. • '. • ,:' ~ ( • 

) , , 

'13 'I ·ERAGEARRANGEME~TS.-: " :' 

"14 

.,-

.,'''(A) IN GE:NERAL.-··In the' case' of any. ar­
, , . 

, ,
. ,15 , , 'rangementd~scribed in, s~bparagraph (B)~ 

, ". . ',,' .,' . ", 

, . I 

16 , ' ' .':. "(i) suGh arrangement shall be treated 
, ., , 1 

, 
'~.-17 . as 'a: taxable hea:lth.insur~ncepoliCy/ .' .' 

18 :. " ,,' . ,'~{ii)'~h~ ,paymentS or premiums '. reo. 

" ..­'19 .fe~ed""to in 'subparagraph. (B)(i) 'shall be ' I 

_' • ", • .' . ·f. r,' 

" -,.20· . treated as premiums' ~ceived' for' a:, t~ble . 
'. " .' .' , . " '".:'. ­

21 .hep;:lth illsurapce policy, and' ,,'. 


'\22 ", .'~(iii) 'the person referr~d· to in, ,sub- ',' . , .... 

i ' 

. 't., 

;23 . : paragraph (U)(i) shall be treate'd -as, the is-' 
1/ • ". • f /,," " 

.24 ,suer: 
/, 

. , r 
. \ . 1 

, ' ".. 
, " 
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,,' VIA~22 '.''. 1 : 

~ . 
" 

·1 ,~'(B},DESCR~TIOK 6F.'ARRAl'\GE~mNTS.~ , 
, 

'2, " : Anari-imgement .isd~~c'ribed in this,subpm:a~j: " ' 


" 3 " graph'if ~der sllch'arrangeniEmt~ ;'", , ' '," 

· ,,'. '- . 

,:, 

4 , ~,'(i), fiXed pajwents ,or' preriums' are 
. .' , . . ,. '.--' -. '" ',' '.; 

. '. ' ',. ;' 

, \ receivedascoD:sideration ' for any person' s' 
, - . - " , , 

\ '. - .' , .' ". " ' ' ;',. • I : " 

.:- . \, , 6 'agreement to proVide" or arrange for" the;., " 
, ~ " 

7 ,'provisionbfac~id~nf\or he~th' coyerage to 
, , ,I' 

8 
( 

:residentsof'~h~:UIlited.States"'re~rdle~s" " 
. " \ , ' ... " _~ lJ ", • " I • 

, " ,: -':" ',' .' .' " . ' ',' " 

, I' 

, of how· su~h coverage is provided or ar,: \
','-f. , } , 

1" , , 

\',',,10 : 'ranged to be provided,: and, 

,II " ;";', i'(ii). substantially all of I the rysks of 
· ,- " I. r- - . " ' 

,! .' 12 .. , 
· ,., '~ .' . , -.".". I' . ' 

.. ". '13, sumed bysu'ch petsOll or the provider ,of " ' 
, I, , '.,' "', .,', .. ' . I 

,14" ' " ' 'such se~ces. ' . " '.' 

", . " 

15, 
, .' 

·1 •• 

. ,',', '16' IC~S.-'For pui-posesof thlssection, the tenn~'heaith~re-
.. '. ;, , . ,; .. ' ~ , ~ '-. .', " ,,' 


,r ,'J • , I • 


. . ' 17' lateQ.adininistr~tive services'niean~ . 
" , 

, -"f 

j" ,",,'.' :" ! . ' '.,: '..

'J8 
'. ' 

··.~'(1) ~e proce~sing,of c1ai:mf; or performance of '" 

'19':';' ',' 
, I ,0the~admiDistrative servicesin,connection' with acci- ' 

"" \ ~ -..., , ! 

" , ," , • ... ,I • • . '. • 'I ~ • 

20 ,';' dent 'or', healtl} coverage under a' taxable, health in,. 
• to, 

• , " ' I ' ,'. 

2'1 , . : surance"policy., if. the charge. for' sUch: services, is '. not 
, '~ '\.:' " 0 •" 

,12 included.in the prerrli~s undersucb.'pblicy, an~ 
, " 

o ", • • • 0 

, " .·"(2)' proc~ssiIlg cl~ms" arranging : for' pro-vi~ion
" "', \ ,I 

,", ' " 'of ,accidep.t o~·~h~alth.cover~g~"or· performing' other, 
, , 

" ? ~ '",- ,', - - . ' , ., : _' , • .' • 0 • _ ". : ' .- , 

.. 25. , .. :' administrative' servic,es in 'connection with an appli~',. 
,I, 

. \' , ~ . ( 

\ .. ' , \ ­

, ! 

,'.1 . ,,'
September,16, 1,994 (3:16 p.m.) .' ''. , , ' 

, , 

, ' - '\ \ 0 '713' 
,I, ' ) , 

http:included.in
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,

" ,'VIA..,.23 
, 

1 ca~le self-insured' health 'plan,(as defined iIi ~ectio~,,·., 
)/ 

2 '" ,4502,{c)) , esta~lish~d, ',or'm~ritairie~ J~y:a ','person 
'..... ",,, ' 

, ) , \ .3 other than 'the person performing, the serVices. 
'. ( ~. , ' . ,,' (: ',~ • , , ' ",' • ! . 

,4 For puJ.poses- of paragraph -(1 krules similar to, j the rules ' 
'. , • . . '0 . , ',. ~ • . 

'" ... --S ,of subse~tion (~)(3) shall apply." ';;.'1 ' , 

" ; 
" j . . " ,_. F'. _ • " , 

",' 6 '~SEC. 4502. SELF;.1N~URED HEALTH PLANS. ',' 

, 7 "/ _' :"{a) lMPosrt'iONqOF ~TAx.-Ip. the case/of:.anyappli~, 
.' , , " ' .. '.' \. t, '. • , , ~ ,~I .' ,',.. . , . . ;

I,'.'

,8 cable self-iriSured health plan, :there is hereby ;imposed a. 
, 

, '." '" . . ," , ~, .:' -' . -, ',/' .. :' ,': 

I ''9 taX for eaeh month equal to' O.6 pe~cent 'of the sum ;of-' . 
,.' ~' •. ' • .'.',." ,".,' \ r 

10 , "(1)-,the accident or' health co~er.~ge,:, eX:pendi~ 

11 , 'lures' ihr, su~h:~onth:~der such plan,' ana 
. ; , , . . . ' , . 

j •• ~ 

12 "(2) ,the·' direct, administrative ~eriditures for 
" '­ , , 

. 
"13, ,':such mont.lluDder such plan.' , 

, 

,./ 

c14 ' "(b) LIABrLITYFOR TAi~-,' 
, , 

15 '''{I)" IN GENERAL:-,The taX inlPo~ed', by ,~ub-.-' ' 
"" ,,"I I r , • • '. ' " 

, , ..'. . . 

16 . ,section ,(a):.,shall b~paid by. the plan' sponsor .. " , " 

~ ." 
.,' ', "17 , "(2), 'PLANSPONSOR.-,For purposes ,of 'para;.::,' 

; 18 graph' {I}, ,the .t~rm 'plan,.sponsor' ;meap~, ;, 
,- ' 

" ' 19 "(A) 'the employer in the case bf a plan es­
~ ¥ • • . ' " • 

-
20 tablished,or' mai~tained'by a s~ngle ,e:mployer,

.' .~ 

21" , ,,'(B) the ,employee organization 'in the case 
'. " , 

,22" ,'of a' plan 'establishe4' or:maintained by an'~m­
, .;. 

.23", ' ploye~ :o~gai1izati01:j, or: 
, 
, , 

; 

, .~ 
" " 

, ",(C) in:the case Of.-' ' 
.i I,i 

;­
I . i : . 

'/ , 

, " 
. . .. ' 

'< , 

i , 

September 16, 1994 (3:16 p.m,) 
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",' I J •"VlA-24 , ; ,'. ' 

, " 1 . .' ~.'., , 

1 , "(i) a plan' estalllished or maintained. (. 

. "', . 2' 
, I 

. . by 2' ~r ,nl?i~ employers or Jointly by' 1 ; or' 
o , . 

"3 
. " 

, ; }l\ore ... ~niployer~, a~d ,l.()~ more empl<?ye~( .,., , .:, .', , 
, " '" . . " ' .- ,

,4 ' 
" 

" .organizatipns,
." i, 

;' , 

','5 " . . ",Oi)' a~voluntary" employees" ben~-
. \; ." 

. I i. ' 

6'.. . ' " '-t~ciary association under section 501(c)(9), 
, " " . . , . 

t' , 

. l.7 ,', '.or 
8 .'. ". '\ '. ':'(iliL aplan 'described'ili'sub;ectio~ 

. I., J. I' •• , -. ,'.It _ ~ I 

· \9:' (c)(2)(F), ; , ,., I 

" . 
, . \,.'

10' .' the associatiop; committee, joint board of tru$t­
, " " , 

,', . i, 11 ees,; cooper~tive,.~r other 'similar group ofrep- ; . 
/ .. 

" • , 1 

12 .' 
" 

. 
. 

resentatives . 'of' the parties, who. e~tablish . or 
.', ... 

,,13 . 'maintain :t,he' plan.'. : ~ >, ' 
" " 

~'. \ . ~ '. '. . ' ' " . ',' .,..:: ! , '4 ' 

,14·" .,"(c.) Arp,LICABLE' SELF-INsuRED'!iEALTH. PLAN.-·'. 
• . ,,"" " " • ~ ..! " 

. :',' .'. \ . , , <... ~ . ,'. ,'. '. .,"', I ':, " ' ',...' , 

":' ~',:.15", For pUrpQses. of thiss~ction, the te:rm' 'applicable self-in-' ..' · " '., ,,,;.\ , . , \' '. , 

.. ' '.'16;. sured h~alth plan'means B;ny plan- for providing 'accid~t;lt:·, ' .. 

j" , " .' . , , '. ,t" . 

17 'or;h~alth'cbverageif~ :: 
, . . 

,\.< 

· 18 ,'" .' ".(1)' aIiyp~rtioD:of 'su~h ~~verage is provi(led ". 
I ,. ~" . , " ' . . ,. 

19, . ' Qther than. through' an iIisurance policy,' and' , ' 

20 , . '''<'(2) ~eh plan is established 0; 'in;Jntai~ed~, 
. . . . , . . . ) ., ... ' , . 

i :. ' 

" 

..,21 .HeA.)" 'by .one' . or ~ore 'eI;llployerS ,for'· th¢ 
- , !, .,.,' 

'. '22." ~enefit' of their employees or foi-mer' employee's; . ' 

23 , "(B).by:one' :or more' ,empl~yeeorganiza-: ,: ' .. 
. \.' . \ . '" - . ',' ' . 

. ) 
'" 24 " .... tions for',~hebenefit'of their' members or form'er, . 

" 
. 'J ,'\ 

" . '" 25 ,.' 
.. members', ' 

, 

'" ~" , 
, 

.,' , 
'f' (';'

','. , 1 

.." , ' 

.. 
". ; , • I 

Septe~ber' 16.1Q94(3:16p.m,) 
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, • '~: ' ! 

, . " ',VIA-25 \' , 


1 "(C)'jointly by lor more employers:and 1 . 

• 	 , , " , 1 

: > . :Z- 'or more' employee' orga~zatio~s for the benefit, 
" ' 

3, " ,ofemployee~ ?r foritrer employees, " 

.. 4, ' ..,' U(D) bya volunt,ary enlploy~es' ,beri~jlciarY" , 
.' ' . . , 	 '" ' ,,"" , 

5 "'.' 

-

, association described in section 501 (c) (9) ~' ' 
" ' ~ , " 

'6,· 	
" 

"(E) by 'any orgaQization' descI'ibed 
j 
in sec,,: 

, . ) ­
• . , i , ....'..:., : 

I' •• 
, I 

·7 tion:.501(c)(6), 'or, .' ' 


, '8 
'. . 

','(F) in the ~se of a' plan ~ot' described ~ , , 
',,, , 	 .. ­' 	 , 

. 'I'" '\' t.· ,,' '. " ", ,, 
.. '9 the precedirig,~u,bparagraphs, by a niUltipleem- \ '. . 

.' , " ~~ '. ~ , 1 '. ' 

"': 
, 10" ploye~, welfare' arrangement,a' rural electric co­

, I, 	 -", 

. 11: -oper~tive, or a ,rri~iii ;telepho~e'coope,rativ.e,asso- ' 
, . , " . . . '.' ' '- i', ' 

12 'ci~tion, as such' terms are defuied in section' 
\' ' 


13 
, . 

, 3(40) of the 'E~pioyee Retirement :Inco~e Se,.' 

, . . .. . , . 

14 , curitiesActof1974., ' 

.15 ", " ','(d) 'AccIDENT '~R HEALT!i CO~RAGE, EXPEN~l- " 
. i. 

'I ' 

" ;,' 
., , 	 16,TURES.-,Fpr' pury~ses pf this se~~ion~ , " , • 

17 ", '~(l) IN OENERAL.-,Th~,~ccident o~. health' cov-

I, 

• 	 , ' j ' • 

18 erage expendlt~es ,of, any applicable ,self-:in,sured 
, 1 ' 

,-19 	 ". ,health pl~Ii\ for ~riy month ~re the aggregate ~Xp,ehd-' 
, 	 ' , 

20 itures paid, in such mon~h for acciden,t or he~lt~ coy~ , ( - , , " -
, , , .. , " 	 ,. " 

,'21 ,e'rage proyided under suchpi~ fu th~ 'exte~t ,such 
" 	 ' " ' ' , . :.', 

/ . 

"expenditure~, ,are not ,subject to ~"under section / ' ~ 

, ' 	

22' l . 
. "\" . 

23 4501. 	 " , 

.' /' . 
, \24 

: 

. "(2)TREAT!vlENT ' OF' REThffiURSE11ENTS.-,In 
/ 

,25 deter1mning. accident, or health' coverage exPenditUres 	
, ! 

, 	 " 

" . 
,. \' 

, Septembe'r 16: 1994 (3:16 p:m.) , _ .:. 
, I 
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, , ~ .. I . 

, . ,',VIA-26 " , / 

" \ < , 
" ' 

'1' ,. " du~ng<any 'morith'of,:'anyapp~cable ':self~insur~d"/ " 

, '" ' ' • . ,> • ' 

", i 2' ,'. he'alth .pi~, 'rei~bufsement~, (b;' insurance or 'other­
~" " . • .,\' ·'r .":-~!~ ""':, ~ ,",:!. i,·. 

3 ,,', :wise) 'received. during such 'month shall be 'taktm intq" 
, i 

, ! 
• • ~ • \'," >.'. ,I,"', 'I'" ~'. 

\, account as ,a 'reduction in caccident or health'cover~ge 
.. 
 . ". '," " .
' 

5 ,,,., ,': exp~nditures. 

7 "Paragraph (1) '~hal1 ll9tapply to ~ny ~Xpendlture for 
, ' , . '. \ . 

8', the·.acquisition,or,miprovem:ent~.of1andorfor'the ~c~ 
, " 

A' 

, , .'" .\... " .', 

9 ' ,''.' qUisitionor iID.prov~ment of any ,prbperty to be used'\', " 
. . • • I'" • ~ - • : " 

'i , ~ (, , 10 , ,,'inconnection ,wlth"the"provision'of, accident 'or 
, " , • ' , ,'" I 
__ " • ,~ .'. ~~ t " . >., . " . ,.' , , " ...... ,I , 

, \11' " ' 'health, coverage' w;hic~ is subject, to: t,4e, allowance ,,", 
\ • ". '.' ," ~ ",~ ,i • ~. '.' • • • •; -," , 

, under section Tf>7,~~cept th~t, '.for purPoses pf para> 
.,' " ,I' , ' 

13,' , 'graph', (1), : allowances under ,section '167, ~hall be 
, \ ," . .' 

"" , 

, 1 ••", 14'" ";co~sidered, as etpenPitures. " , ' 

." , 
, " ',' 

1 ~'.. • I 15' ' 

16 . For purPoses of this section,. the term 'directadministra­
" , " ",' , , 'I ' 

,',17 ,tive ,e:x:pendjtutes' means the, adininistrativ~ ·eXpe~'ditures' " 
, , 

, "":", "( ',-,,' "'"'' " , '" " :, , : " ,":":.". 
.• ' I " l 18 under the plan to the exte;nt 'such, eXpenditUres are riot .... " 

, ".,' , . ' " 

',19 :subject"to'tax under ,secti~n45pL' In :deterIlli:nlng/th~ . ' " , 
, " ':" 

2(j.<am,o~tof $uch ~endi~e~,;niles slniilar.to the:~es of,. . , ". ' " " '. . " 
I , 

21 ' subsectiQn' (d)(3) ~ha:ll apply: 
, " :\ ~. : ' I" ' 

,22 "SEC. ~03; DEFINmON8'AND ~PECIAL R~S. )", " 
,', '.,' \. 

, .. :,23 H(a); DErI1\TJTIONS.-'For purpos~s' of this~ , ' 
. '/ . " 

. , , 24 'subchapter":";'" ' 
, '., .. , 

6 , , 
, ; 

. ! ," .;", 
, " ~, \'-" . 

. , .. '. . '. ,.'. \ " ,, I 
" 

SSptember,16.,1994,(3:16 p.m,) '. ~ . 
.I ' ..",' I' ". ,';'

I 

• 1(..1 
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:VIA-27 '. 
'. . 

1;' " 

·2 - term, 'accj~ent or health coverage' means any: cov- .. 
" I " ' . '. I'" 

3 eragewhich,. if provided by a:ninsurance· policy, . I . 

. \ 
\. ; /', . ,,,;' . 

4. ~. would ~ause' such policy'to be.a ta.xablehealth insur­
. 

'5 ' ance policy (as defined ip. 
" 

section 4501(c)). 1 . ' 

) . . " ", '. ,. ; ,'.. ' ,;' , ~.,' . 
, '''.6 :'(2)INSURA...~CE POLICY.-The, term'insuranc.e ' 

" ,'" 

7 policy' means any' policy. or other 'instrument . where:. 
t. .'. , . , ". ~I . 

8' ";.by 'a contract of inSurance is 'issUed, ',renewed~- or. ex-'­
" . ..,- -'. ".: ' ,9 tended. 

.~, .', 

10 . "(3)PREMIUM.-The'term . 'prer¢u:m, : means •• '. 

11 the grossamoun~ of p~elhiums and ptherconsider- '. 
. , ~, 

.12 " .. ,ation '(including. advance prelhi~s, ..' depo~its,.'·fees;', , 
I " 

. . ! 

13- anda,sse~srnen~s) ~'arising from poliCies issued by a'. " 

14 ' .', person acting' as th~ 'pri~ml~T insli~er;' adjusteq 'for. 
. . ... .. ., 

.. .'-. \' . , :",', , , '. .'. . 
15' any return. or additi9na.l premiumspaidi,as a resultI' 

16 . of endorsements, cancellations, I audits, . or retrQspec': 
. . . r·· ' . '. '" . .'., ,.', 

.17 tive rating. :Amolli:lts returned where. '~he amount· is' ....\ 

. , .. 
18 . .n~t fixed in the contract -but depends on 'the experi~ 

, " 

.' .....'. '. ""! .",' .', • . • 

"'. ": 

19 ence 'of the insurer ',or the discretion. of 'management .... 
,.' 

~ p • '. ~ l 

20 ." '.' " shall: not be,'ineluded in. ret~. premiums.
. '. . . . . , 

21 "(4) ST.A:rEs.- term 'United',UJ>..'1TED .. 'The 
:...- . 1. ' , 

. . ~. . ",' ' \.... 
22,' . ,states' includes' any possession of the United States. 

",', 

,"(b) TREATMENT 'OF:-GOVERNMENTAL ENTIT:tES.~· 
. '. ; I.',' . '. r • <','.... " 

, ~ f : _ '. .' ~' • ',. .' f .' •24 :-, \.,"(1) IN' GENERAL:-For.··. purposes of. this:. ' . '.. 
. " ' ., ' '. , 

. ,.25'" 'subchapter-'.' 

\ . 

. September 16,'1994 (3:16 p.~.) 

f " 
/. 7'i? .- ", 

23 
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1; 
, \ .~ \ " '., 

1 ' 
I , _ \ 

i " "(.A') the "term 'person'includes any g~v;., 

2' 'ernm~ntal 'entity, and , \ 

3' '" (B) riotvdtlistanding anf'other law .of rUle ' 
, . \ ' 

,\ 

4' , , 'of 1~~', 'governmental entities, shall ,not b~ 'ex­ , , 

>1 , , ' 

"5 ' " empt frOm the taxes imposed by thi~,subch~pter ' 

6, ' ,,' ,p' ,f , ~xcept as~rovidedin p~ra~aph'(2)', ' 

, " 

,7 .. ,"(2) , EXEMPT, GO~RNMENTAL'PROGRAMs.-'In ' 

"", .". . .' '~. " ',.' ~',' 

, 8 • the'hase' or~, exempt \gov~~eii~l,progr~~ , ( 
'" 

\,9 , ' '" "(A) notu 'shau be impo~ed' mider'section , 

10 "4501 on, any premium receiv~d purSuant ,to 
,y , 

: ll' , such' program' or 'on' ,~ny a~Olint~received;' for 
, .'. I 

.'12 , '" health-r~lated ,admini~trative services 'pursua~t 
, I 

13" to such program, and 
: ".' 

14 , "(B) D.~ ~ ~hall be ~posedUl1der section 

15
J 

,.' 4502 '.on' any' 'expenditm:es pursuant t6 such, 
", d. , I 

;16 , program: 
.. 

17 ~'(3)· ExEMPT' GOVERNMENTAL PROG~:-"For 
. . I, 

.• ,I, ,\ " 

, " ,18," 'puI1?oses of this subcl}.apter, 'the term' ;exempt gov~ 

19' ,.' ermnental prowani' m~ans-," ',' ',/
,'.... . . . ." '. , 

" 

,',, 20 "(A) 
, 

,the, insuranceproira~s' establish~d ' .. I 
. I , ,',.' '. .• ,;. " :' ,. 

,'t. ' ,,21, by' parts A RndB, of' titie XVn:r"ofthe .social, ' " 
., ' . 

',22 ' SecUrity A~t, ' I .' , 

. ',". 

, 23,' ' ""(B) the medical ,~ssistance" program, es~, 

, I , I 
" . - . 

; , ,~tablished, by' titl~ 'XlX of the Social' Security 
. I " , 

\ 

\ 
:,25) , 

, 

'" ' 

, i ' , " 
r,,' 

" ' 

• - I . 

, September 16.1994 (3:16p.m.) 

;':, , . ',< , " 7'{<, 
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, c" 

.. " . 
" 

. . J' . 

1 , "'(C) any pr,ogram' established by, ~ederal ' 
. '.' " . . - --', . \ ' 

lil", for providing medical care to ind1:vldual,s, «()r!2 
; .' 

: the spouses and dependents, thereof) ,by t~ason " ' 3 -, . '. 
• ". .' ,i .,... . . "" . \ 

, 	 4 of such indivip,uals being-. : " 

5 	
., 

,<' .' •"(i) membe~'of the Armed FQrce~ of' . ' . 
, , 

6 	 ,the U pited Stat~s, or 

"I', '7. 
' , 	

"(~) veterans, ,and' " . 

8 	 ,':"(D) 'any pr~gTa,m ~stablished' by Fegeral 
" .' 	 . ~ 

9' '. 'law for" providing ,medical care. (other than 

10 . " . th.rough'insru.ancep~licies)tom~mbers':~f In-' 

. ,II, " ',~. 'di~n tribes' (asdefined in section'4(d) of t~e rn~' 
12,. dian Health Care' Improvement Act), ", I 

. . ' . .,". , .. 
. I. 

'13 ' , "(c) No:COvER',OvERTO POSSESS~ONS.-Notwith~ .. 

14' standing';;1ny other. provision of law,rio amount, c~llected. ," ,'. 
, ,. 

15 -rtnder 'this subchapter shall be cov,e~ed :over t,oanY'P9~ses-~ ,,' 
, (, '. . .' . " ',' . 

.', 
!, : 

i 
16 sion :of theUhited States." ; 

.' ' '" '. ,'. ',. " . ,'.. . 


. 17 , (b) 	GtERICAL AMEl\1])MENT,-,. The table' of chapters" . 
, . ! ',.' , '. ." 

, " , la for subtitleD'is amended by mserting after th~ item re~at-

19 'ing'io chapter 36 th~ follo~g'new item: 
. 	 " . 

."CHAmR 37. He8Ith'. rel,ated~entS:" 
.' , 

20, ' (c) EFFECTIVE: D4TE.-·,The, amendments ... ·triade by 

/ ' , 21 ,this.·section"sh8l1'apply with respect.to.premh~ms received, .... 
. 	 , 

I.' " 

22 and expenses"incurred, with respect to ,coverage f9rperi ­
, .', . ." . ' ... 

23 ods after Decemb~r 31,1995. ' 
.,. '.,' .... ', . , 

. . ~ 

, ) 

, SeptembGr 16. 19~ (3:16 p.m.)' 
, , 

" ' 
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, . :." ·VlA..;..30 , ' . 
. ' '. " .-, . " " I . ~ 

1 ~ . PART a...;..pnOVISIONS RELAT~G TO :MEDICARE 
! " 

2 SEC. 6121, REC~ OF CERTAIN"' HEALTlicAIm Sus..' 

, ) , ISIDlES 'RECEIVED BY mGB.IN~9ME J.NDIVID. 
'1

) , 

,. " ..UALS,' , : .. ,x 

- . ..­

:5 ' ,(a) lIN' GKNER4.-,Subcl;1apter A of ,'chapter ,I is 
... , 'I ,

'. . ~ 

6 "amended byaddirig a); the ,end the folloWing. new 'part:' , 
,I, .: 

"',' '.7, "PARTvm~ERTAINHEALTHCARESUBSIDIES' 
; , 

". . " " . ,-' , ", .' '., . 
I' ," "', -",'" ,'\' 

8 ,RECEIVED BY mGH;.INC~~ IND~UALS-
:' '•• J 

, , I'
',. ' 

> "" ',10 SIDlES. 

,·11' " 
\ . 

"~Cal "I~OSITION 'OF RECAPTURE'~oukT.-,III tlie 
" .' '.-, , ". I, " I 

" '12 case of ,an individual, if t~e modified adjusted .gros~in-· '. ' 
:", .' j " " : • ' • ,'~ " -! •• : \' ': '>.," '. • '.:.'. I. '.. 

'.:­ ~'13. come o.f the taxp~yer,for, the taxable y~arexcee~ the'\ . . 
.;) . 

" .'.', ' , . t\· . . '. '.;., " , .' -". . .' 
"14 threshold a:moUht; such. taxpayer 'shall pay (in addition to' 

" .. ' '. " ~ ," ,"' ' '''..'., . , ' . 
," f • 

" I 'f 

15 any,6ther amdunt impos~d'Dythis'subtitie) a r~apture, ," 

16· 'amount ~or such:taXable' ye~requaI, 'tQ the "aw~gate bf, 
t . • , 

, ,.17 'the' Medi~are ~art B'recapture am9unts (if ,-any) ·for 
" . "'" \ ,I" ' 

18 'IDonthsduring 's~ch year that a ' preInihm: is paid 1iIid~r' 
) , . 

, 

19 part B· of title Xv:rrrhfthe' ~ocial Security :.Act for the , 
\ ., " . '. ' l, " " .' -". '.' . . \ . " " \ ", .) • 

, ,20" coverage of the' im}ividual under, such part., . 
, I . 

. .... 21 ""(b)' l\!EDICAR,E 'PART:B 'PREMIUM' RECAPTURE 
" , ' 

22' AMOU~T, FOR MONTH.~Forpurposes· of this sectioh~ the',. 
" ,,'," . . ',' \ ' 

,:. " ~ , ' ': 

, 23 Medicare' .. part,~' premium recaptUre', amo~nt for' 'any 
. '. -.! ",.,' ,'. ' 

;' "24, ~orithis the amotintequal to ,the excess'of-.. 
: ,I 

" .. 

,'September 16, 1994 (3:16 p.m.) 
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, , STAFF DISCUSSIONDRAFI', S.L.C,
'. : ( 

".,,, 'vrA-31 .'. ' " , 
~ 

". ; :,1-, , "(1) 150 percent. oftlie .mon~hly~actuarialrate 


;' , 2' for' e:n.:rollees age 65 and 'over determined for, that 

"' . " ' r ',~ . 

3 ,,' cal~ndar year under' section, 1839(b) 'of, the Social 
, I 

, 4" Security Act, over 
; ,

,5· "C2) the, total, ~onthl:v.preinium' 'under. section ',,' 
, " 

, , . '/ 

, 6 ' 1839 of the ~ociaI SecUrity Act (deterrilined without ,: 
, . ' , . , 

, , , 

'7 " regard to subsections (b) and (f):of section '183~ of ~ 
, . i' • '. ~. .",' 

8 sucbAct)~,. 
" . I , , 

.' 9 "(c) PHAsE~IN ,OF RECAPTURE AMOUNT~-' ' 
, , ' I ' ,,' . , " ' ' , " . , . ' 

10 '·"U) IN' ~E$RAL~~If the modifiedadju~ted , :,' " 
I .' ' 

! ,1) gross; income 'of the ta;xpayer'; for any taxaqle ' year 
• " • :,' . -, ' • ,'I", ' •." 

12 ,exceeds the threshold amoill;lt by less than" $15,000, 
f 

• ' .' ~ \ " ,w ! 
J ." , . I, " ' . 

13 , the recapture amop.nt imposed by this section for" 
" ,

14 
, 

'such taxable year shall ,be an .'~mo~nt' w,hicb, bears',:, '"• , 
I, 

15. ,the saDie I:atio ~ the recapture 'amount which woUld ":, 
,f ' ' 

16 (but ~or :tbis subsection) ,be'impos~dby' this section 
, " \, f ' ' . r ," . ., , . . 

.. \,, , , 

" ,. 17 'for sucnt"axable year as: sUch' ,excess bears 'to,' 
, , 

, , ,: 

/ 1~ $15,000.,' !, 
" , 

, ; 

'19-'. "'''(2) :JO~NT RETURNS;-,If~a, r~captur~: amo~t' 
20. IS' determined, separately, for each ,spouse' tiling', a', ' 

;, , 

,21 , joint return, paragraph (I), s~all :be' applied by stib- ' 

,I" 22 ,,' 'stituting '$30,000' for '$15;000' ea~h' ph.~ce itap.: " ' 

23 , pears.' 

, ,241 ' "(d) OTHER DEFIt-.r:tTIONS' ".A}..TD SP;ECIAL 'Ru~~s.-. " 
, j , .', , .~. ; 

25 .For purpos~s of this section-'", , ' , ' 

~. . \ 

i 
, ' 

. /' . September'16; 1994 (3:16 p:m.J 
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.' STAFF DISCUSSION DRAFT. . S.l,;.C..' " .. , . . . 
, , 	 , .\ 

'.. ' , ' VIA-32 ' 
, , 

',\ '. 1 
.. ' 

"(1) THRESHOLD'·MioUNT.-'The term 'thresh-. 
, . " ' .,. , , '. 


" ',' ~'. , 

.. i .' 

, 2.· 	 .. old, amount' means-'" ./' 
, --; 

',,' . 3 ,~ ."'(A) eiceptas oth'erwise' provid~din . thls.· . 
.: ,', \ . '. " 

.... ; 4 " ,/ ...paragTaph,$75,OOO: . 

, 


. , , .~ 5: 	 "(B')$.100,OOQ- in t~e. case ,of, ~a joint re­
, . 	 .,'. ,.' , ,'. 

' .•i 
, 	 6" 

, turn, and , " 

7 ."(C) . zero in the 'case of'a t8.xpaYeI;·wh~. '. ". \ 

.... 8' , ,,;:,~ , '''(i) 'is'~arried (as 'determinedunder .' 
, '. '.' . . , 	 - '.'- . 	 . J • 

. \ .' 
',9 	 '. ,section 7703,) but does not file ·a joint. re-' ' 

, . "" -	 I 

.10 	 . turn for sUch 'year, and 
, '. 	 .',~, . . 	 .. 

11 	 "(ii) .;does not. live" ··apart .• fr0n:>- .' his .' ':,. . 

'. , 	 12 , (~pouse at ,aU tiines dru;iI,ig the taxable year. 

Il .. :', H(2) MODIFIED' ADJUSTED 'GROSS INCOME.-':, ,',' " r 
.<:,'." , ' • .' '. I. '" '>,..' 

. 	 .' , , 

14 I The term: 'modified adjusted gross~ncome'. means " . 

15' 'adjustedgross '~come:--' , ' ,'. 
. . , . 

.'. 
'. 

i6 . 
\ 

. U(A} det~rmined,~th()ut rega~d to sections 
. ';' ,-, 	 , ' 

" 17 ,. . 
"'.' j 

···.• 18 	 f "(B) increa~ed, l;>y the, amount of interest . , . 	 .' 

. " \ 

19 ':r~ceived' o~ a~crn,ed ,by the taxpay~r during the 

!' 20 :t~ble'y~a;,~hichis exe~pt ~~ tax. .
" '. 

21 ..', H(3lJOINT:RETURN~.~fu .t~e c,a~~, of ajo~t . \ 
..'. '. 	 ", ,.". '. .' ,., '\ 

' 

" '22' . returil-·.....: 
,,' 

. , 

- -23 " " "(A)' the .recapture 'amount· under' :~p- . ' 
" . 

, ' ., '", . 

.'., 24':: . 
i : "section ·~a)~. sh~l1'be .th~ ,sum, of the re,cap~ur~: 

, ".' • - \ '"', 'I • .', ,-,'. • 

"'. 'j ", 

. ";' 
. \, . 

, I . 

• • ~ I ',. 	 , I. .' • .. tf" 

. r, 

Se'Ptem~r 16, .1994 (3:16p.m.) ':.., 
, . . . , .. . r 

I 

-



I , ' 

'O:'\FRA \FRA94.476 \ , ; STAFF DISCUSSION DRAFT s.L,.c:' ' 
" 

,VIA-~3 ," 
.' ; 

-1 
" 

, amount~ determined sepfJ.-rately .for,each"spouse, ", 

,\ , \2 and' , 
!~ i 

j
',' 

, • f ' . I'" ' .. r '",. 

3 " 

"(B) sUbsections. (a) alld (c)' shall' be ap:. . , ~ 

, " \ 

" 4 "plied by taking, into acco~nt the cOIllbined modi': 
,~ . ,', " , '.. 

, ,. , " ' '" I' 

5 : ' fiedadj~st~d grossin(!9IDe of the spouses.' 
~ ~---. , . 

6' ,,"{~) . COQRDINATION\\'1TH OTHER PRoVi~" 

'SIONS,-',:., , .!'J 

" 

'''(A)TREATED''AS' TAX FOR SU'B~T~E F.-', 
>. • -. - -. ' , • 

9 : Fo~, 'purposes of: subtitle , F,: "the' r~capture 
,\' . I 

'" ~ -,', 


. ,. ( 


, ,amount imposed "bY thissectionshlill pe treated " 
'. • •• \ • • '. • .' 1 • '" 

II as if it'were a taxjmposed ,by section 1: 1 

" ' 

, 

12'-,' , ,,",(B) NOT' 'fRE4TEDAS TAX FOR: CERTAIN' 
, 
'13 PuRPO~Es.~The ,reCllpture' amount imposed",by

, J • • - ,', 

-
,I14' ',this 'section ~hall n6tbe' trea~d as "a,',tax im- ,,' 
, 

,./. "' \ (,", ..' , 


.. " 


15 , 
, 

posed by. this .'c~B:Pter,' for purposes ,of 

,..: 16 detenninllig-, .. '" ,.., 
, \ 

17 "'(i) the amolint of an); creditallow-', ' 
.. ;: , , . , 

-'. , , 

,"; 18 able under this ,chapter, ',or"," ': 

19 /" , '. ',' "'"<Ii) the ' aniou~tof the ,miniinun:t, tax ' 

" 20, .. underse~tion,55.J·
' 

,, 

21., 
\ . I .. . ~ . , . \. . . " 

, . 
, ' '22. J:NStJRANCE.-'The' recaptureaIllount, imposed 

" ' 

':.,' 23 , by this .section.sh~llbe,treate~as an amount'. '. " . . '" ," 
, " . 

, " '24 , 'pai~ for'insurance covering medical care,' within., , 
, \'.'" .,' . . '. .,..".", . 

25 'the 'meaning .of ~e~tion 2'13(d).';,'
/' ," ' . ~ 

.~ , 

, , " September 16.1994 (3:16,p:m,) 

'1~~' ••, i :"19l/':' 
" > 

" 



, '\" ' . ..' \ .' , 
;:O:\FRA\FRA94.476 STAFF DISCUSSION DRA.Jrr , ,S~L;C. 

. .. 
, , VIA-34 " , >; \ . 

.-,' . 

1. (b ) TRANSFERS ' TO', FEDERAL, 'STJBPbEMENTANY
.',;,. . . , . - ,\. '. ~ . 

• ' I '( \. 

, , 2MEDICALINSTJRANCE-TRUSTFrND.-,' , 
" ' ~ . ~ . , ,\' ", .' 

". ' ~ , .. ', " 

, ,3 ' '(1) INGE~jRAL.-',Therei' are hereby,appro": 
't, '" , 

p!iated to the Federal'S)lppl~mentary:MedicaltnsUr-
.'" " , " , 

" ,I 
f ' 

. , , " 

" 

, , " , I , 

, added' by thi~ skcti~,I?-,: -, ' 
: I".', ", .. , ' • 

(,2.)', TRANSFERS.-The :amounts,' appropriated', I, 

! ,',.' 

'by, paragraph, , (l)tothE( FederaL, ~upplement~p:'y 

,Medic8J.' fusurance "T~st Fund ,shall be,' transferred· 
. l,~' . . ~ "" '. ' ' -, . '~-, \ ' " . , 

.' " • J • :' • ".....\ :'. _,' ': \", • , • 

,from time to time' (~ut 'not less' frequep.tly , than' . 
, . ' '7., . . . 

14" "qu~rterly)from thegen~ra)fundo£the Treasury on ~ 
. . ,\' \ ", 

,:.' 

15 " ,the ba~is of estiniates(lriade'by theSecretary,of'the, 
, " ' t· . 'I ' 

16 , ,Treasftry<,ofthe,: amounts ~efe~ed::to :in paragraph, '" " ' 
'. ' • .',." - , ' " . , ' I'' • ~ , ; _. '. . 

17 ' , (i). :Any ,quarterly payment shan be: maCl~ on the 
" f. 

, .: ,',.', ',' " " .'.' . ,'.' , 

, "".\, ",_. " ". I " ' , 

'. i " 18 firsCdayof Sllchqua,rter and shall take into'account 
\',. ' .' , , 

, , "19 ,the' r~~~ptUre ~a~ounts' referred to ;in sUch secti~n ' 
.. ""',' .,," , 

'I'" 

,., 20 ,'p9B(a):, for such q~~rter. "Proper ~djustments 'shall', 
~ , " ' , . 

"'~ 21 b~ made' in the, :amounts !subsequently t~8.nsferred to 
, ' '. " • '. • i 

~'- }, 

22 ,the extent prior es.ti.m.8.tes were' in' excess, of t, or less' , 
. I . .,I ~' 

," '."" • j' .' '<,', '. " ".:" \. . , 
23 I, than the, amOtmts required: to be transferred.. " 

, 

. . '\, .:" i' . • ", ~' " \. • " :. '\.,' . , 

I. 

", 
24' , , , (c), REPOR'ri:N~ REQUIl;tEMENTS.-, '. ' , " ': 'J 

. ; 

" , 
" Ii

" 

, 
'f , • 

" Septemper 16: 1994 (3:16 p.m.) .~ , 

.. ' ;, " " 


. .' ;, . \ 

. ,\" 



i 

." . r. .: ;, .. 
O:\FRA\~4.476'· . ·S.L.C,' 

.. .. 
, 

.. " 
V4\."'-35. 

1· (1)~a:ragraph (I) of section6050F,(a) (relating, .', 
, 2· . to returns ~elating .t~ ·.social, s~Gurity he~efits)' is 

I ' 

3 amended .by strilring'~and~' at~ the 'e'nd ~{~bpara-' 

.< : . ­4 . waph .{B) and by ins~rting : after subpa~agr~ph (,C} 
" ,. ,..,' ..', , : 

'5 ,the: following :~lew ,.subparagrap~:·· , '. .f . 

. . . .'.. '." \ c '.' . .. } ~ . . . .' . ,,: •.... . 'I 
! I ,

6 ,,' ,~". "(D) '.the'number of' ,months during the cal- ' , 

7' " 'endar yearfor which it premi~ was paid under' '.; , ; 
, • - • / ,; , '! ',' _ 1 . :. . ,\, ,.: /' '. ' , ' 

'. ' ! 

.. 
,8 , '. part B oftitle XVIII of,tpe'Social'Secupty Act·!,"

,',\ , , _, 1. I \ 

9 for th~c6verage of 's~ch; individual p1lper such' " ':, 
I 


, ~ , . 

. I 

10; , . part, and": 
, , 

\ ' , . 
, " . (' .. " " 

.: . 11 '.. (2,) .. 'P~ragtaph (2), of.. 'section'· 6050F(b) is ' •• 1 

'_. ;. .:.' 

12 am~nded to. read as··follows:· 


13 , "'(2/ the info~ation reqmred to 'be ~hown pn;,' ' 

~ " ' . I ' 

,', 14; such .return'wlthrespectto such individual." 
, ' . . . ' 

15 (3) 'Subparagraph (.A)of s~ctloD: 6050F(c)(1) is 
, .... , ~ ~ , ,_ ,\,I c " , 

1 ,~,. :: .. ·16 amended by" inserting befor~ th~ .. comma: "and .n; the 
• .,' • f , ,", "," • \ " ' • f ' - \,' 

, ' 
17 ·.cas~ ·of·' the .' info~ation 'specified' .m' subsection' 

.. ' I 

18 ", ( 

~,- , 

19, 
, . 

'(4) The 'heading for section, 6050Fjs.amended 

20 l;?y 'inserting, "ANn ,MEDICARE . PART 'B ,',COV~, ", 
. . . . 

.. , 
'21 ERAGE';' before the period., . . 

• ',. ", • '\' I .,.' • " I 

22 (5) Theitem relatirig to s~ction6050F. in .the' 

23' table bfsections for s~bpartB ,of part III. of sup-' 
• ,r , ': ' • - , ..... ,.... 

24 chapte~' A o1,chapte~ .61 'i~amended. 9Y,'insert~g 
/', • , ',,' ~ • • .' • • • '. r • j :: .• 

l25
,. 

"and, Me,dicare, part· B, coverage" b~for~' theperiod~' '." 
.. 

'j 

I: 

, . 

September 16,1994 (3:16 p,m.), . I 

, ' 
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. J' 
 . .' 'VIA....36 ' 
.\ ,: 

· .'1· ~"(d)\ 'WAIVER .OF CERtAIN.·EsTIMATED TAX. PEN-i 

.. ,,:" • . I . .' ',,, i: ' . ' , 

2.ALTlE§'.2:....No' addition to' tax.' shall ,beimp.osed'under sec';. , 
, .,.' I., .' • , . " " ',:," . " I , '" :., ',' ;' • ~::,' -, ,~ , ' '".' .: 

.". 3 tion 66'54 of the Internal Revenue Codeof'1.98.6 (relating 
. -' , , 

· . . . \ I .' .' .' .: • .. . '" "" 

, ' 
'.~ 4·:. to. fa;ilure to. pay estimated income tax) for any period be- '., 

. ~,' · ~ , -\"' '. \.' , •."., .. '. I". . • , '. . ' ._ , ," '. . • ,":. " , , ' \'.I' ',' 

5· fore' APrll,J6,. 1997, .With respecito' an~ nnderpaYm.ent . 
'.' 

, , ",. 6 'to' the. exte~t 'that.such ~derpaymerit. r~sulted from" sec- .' .' \.' 

. . I .' . . .'. 

· 7 tion 59B(a) of tli~ InterIia.l 'Revenu~Code of'1986, as 
I • 

. "', ~ ,'. ~ .. . " '.. 

: , , ., ,
" . 

. ,' . .,, . 
9" .' (e) 'CLEmCALAME~"DMENT.-·. The ,table ,of parts for " . I. ' . . ." . . >-: . '." .'. " ' '. , .' ' .. ' .' !­

.... i 0' I subch~pte~, A of chapter' 1 is amended by addirig' at the .' 
\ . , . - - \" . 

,..', ' 1 • : • ,." , . \' ". • , ~, i '.', " j • 

, ", "Part VIIt Certain .health care subsidies' receiVed by.high-mcome 
. individuals.". .. ' " . . 

" 12 (f) ·EFFECTl\~PATE.-The··a~eridInentsm,aQe 'by 
I' 

.' ", '.. - -' ~ 1 " 

.. 13·"thiS secti<?n, shan' apply :to taXable' ye~rs be'ginillng"after:' / 
, ''. , 

", 14
i 

December 3~,·1995., .". . " . . i. 
, . . . , , 

.'1'5:'.,:; . PART~TImRPROVISIO~S( 
, " ., , :' " ,.' -. " 

" . " ~, ' . ' " ' , - . ' .. ' } 

· .'. 16 SEC~ 6181. EX'fENDINGl\JEDICARE.,COVERAGE ..OF, AND ;AP. . 

~.• 17'· .': " ···.PLIC~TION"OF 'BO~P~~' INSURANc~ . TAx,' 
, . ;: , , • 'I' :'. ' . " ,_ • , . '.' , ' " ,. , .:' .,'. \ ~ . -,~ , > " f ' 

, 18 ' . i \ To,' ALLST~TE ANn WCALGOVER.NM.ENT . , .' 
, \ '," ' .... '" .'., ' . . 

" ,I 

, i,... " 

.. t;' EMPLOYEES.' 
I, \ 

" 20' .'.' c(a) IN GE~~~.;, 
.. .-:.

'\.,' ". 

; '., 21 . "(1) -APJ.»LICATION .' OF' HQSPliAL' INSU~CE' 
'\' 

.,. " • I 

/.22',. :' 'TAx.-'.·Sectl~n:3121(u)(2i is amended ,by 'striking' . 
J " . " :: " ,', • ' • , '. " " 

, . 
. I '23 .', .su}:)paragraphs (C). and. (D). • 

,.~ .. v ," , . \ . 

....• 
.' .' 

, / 

· f _. \ .\ 
. . , . \ . 

. I'" .SepterTmer 16. 1994 (~:~S·p.m,) 
" '.',' 

i . "" j" 

• 

. '.-, 

. , . 
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1 

, 

,2';' " , 210(p) of the :80Cial 8ecuritJ~ Act (42' U.S.C. '410(p)) 

3 'is ari1ended by,"striking paragraphs (3) and (4:). , ' " 
'. " . \. '. ., -'" . 

, .. , 
\ 4 (3) EFFEC.TIV~ DATE,-The' amendments made 

". '. . } . ,'. " .. 
• 7~' 

" 
',,, ,S 

' /' 

by ,this' sUQsectioIl shall' apply ,to s~rVices performed 

6 , •• ,after Sep~mber301 1995.' " 

• ,,' • 1" 

, \ 
. . , . "I, '., 

8. LOCAL l, GoVERl'-.r:MENT, 'EMPLO'YEES .ANI)', FORMER 'EM- ' 
\,. I •• 

, ~ '- , 
" )' , -,'9 PLOYE~S.-, , ' 

'I· ,! ' 
v /. 10 ' (i)IKGE~~RAL.-,'" , 

. . , , . '. ., 

" 11' , :,(4:) , " EMPLOYEEs.'~EWLY ',' SUBJEGT, TO, ' 
, ,' 

\ 

J 
" , 

·12 , 'TAX.-For purposes ,of 'sections 226, 226A, and , . 
, , 

", #, 

)13 . , 1811 of,th~ S9cial Security ',Act, ir{the '~ase"Qf " 
f: ' '," "'" !,' 

" 14 , any individual who perf'orms, services' d~ring the ". ," 

·15 .c·alend~r;quarter' begfumng. ~crob~rl,,' i995,
> .... .' , " . 

. "",' ',' '.' ,"" ,'- . " ,",.'\' 
,16 

, ' 
,the wages for which are subjeGt to the tax im-

, , 

17 ':p~sed~y,,~ecti~n3JOl(b) oftll~ IntenialReve; , ',~ 
,; ,', \' " ", ',' ' " , , " ,'," , " 

,, \ 18 , " ' ime ,Code of.; 19860nlYf because' of the ,amend­
, ',:,"", I " ' '. ' " 

19 'me~tmade 6y 'Subsection,' {~');:the indi~dual's,' 
I 

" '( , 

, .20 meq,icare q~ali:fied State or l local . government ' 

21' ( ,~', 'e~ploYment (as ,demied in subparagraph ,(B) ~ '" ' 
. \. ' , • , -' I • J' :' • ., '\. J 

22, ,performed before:.Octol:?er' 1,'1995', 'sh~ be con- ..' 
, ~ , .. 

, 'j , , .. " . 

23 . , .. " sMered to ,be"e~pl~ymEmt" (as'definedf9r pur-· 
,-'" 

, I"'24 ' "poses~f tiden' of such Act) ,'.but o~y for~ur-' " 
I ' ' • -:' " » ' •• : • ­" ' 

'25, poses! ·,of. providing: the"in~vidual: {or' another'" ' 
, • • '. _ J 

" " 

( Septembe(16. 1994'(3:16 p.m.) 
-, ' 

'79I', 

" ? 
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, ",,'" i 

" . ,'YIA-38 ,'. 

l' " 
'. . \ ' 

" " pe'rs~)n): )\~th' ~~t~tleI#ent 'J~ 'hos~ital 'insur~nce" ",,' 
" ' . •\' r " • . 

" ' 
, '2 ' 

" '" 'l 

• . I ~ i 

" 3 , • ' " "fOl<~onths begj:~~'g "ith October, 1995. , 
I ':. ," .• ' ) :, : .•• '" ';,: < ~ \. • ~.:' , • ". ,_ ), i, " ~' . 

", ' ,(B) ,.MEDICARE QUALIFIED"STATE, 
'. ' ' 

" 
, LOCAL' ,'GoVERNMENT ' "EMPL(:h~'MENT DE-' ,,' 

,) 	 " ' .. ,'.:, 	 \ 

( ­
6, , , ·',FI~'ED.-In .this p~r~graph, the term "medicare', 

. . ,~~ ,', , ~ . • . ' 'l , . 

7 , " qualified,., S~te or '·local' iovernrrierit':employ- , " 
. , " 	 " .'\ .. " , , ,, " 

·8 ,ment''. 'means ,medicare' ~qU8lified governlne~t' ': ' .-
, , 

-' , 

, ,. 	 9 ':, "', emploYment' described' in' section, 210(p)(i)(B) 
, . " , 

-, ' .' \. ~.' , 

. / ,

10 ~' ," ',' 'of 'the ,SoCial' security, Act (d~tennined ~thout 
, . 

\ 

:11" regard.'tosection 2.10(p)(3) "of such Act, as iIi :'~, 
" ' " • .,.. - >' , .'" " ,I " ,.' " . . . . 

12 '" effect befo~ its ~ep~al.urider subsection (3.)(2)). . , ( , 

/, '.' " 	 ' '. , " . ,\' . -,' " 

';"', ", 13, " " (2),' AUTHPRIZATIONO~ APPROPruATIONS:-' , 
.', " - . 	 , ' 

'. ') " 	 ""':,' 

''''14 'Thereare authorized to beappropriatedto the Fed·, , 
• ,; ".', • (, f.' 	" "", ' • f ' " ' , ' 

, 15 , , era~ Hospital' Ip.surance, .Trust 'Fil.nq: froW :ti;me 'to ' 
'" \ /' 

, " 	

~', 16' , , : time such', ~msas ~heSecr~ta~~f He~th, ~d'" 

'17 , ". ,: Human Se,rviGes ,deems' n~cessary for any fis~al y~ar 


, ' ' , ,~~',:" , , , , " -" " - /' " . 
I, 

, ~," 18 " '" 'onaccount of~ ",' " , 
.,', , 	 , , 

, , 	 I ~', 

" 
,\ " 

,19,' " , , ", > , ' '(A)payinents ;made or' to b~,made' during: ~' " ,> 
, " '.' .', . '.' . 

" ,'. ; 

. ~ " • • ;\ , ,. • , '. • -.. I~, • 

\ 20' . , ,Such,fiscal year ,from' Such Tru.~t' Pupd ,with re~;", . "' .. ,' 
\ ," " '/' 	 I. i' • 

",21 ' ,'.,," ~spect to 'individuals wh<?, are tmti~le~ :to 'benefits 

_'22' , , . under ,title' xvm' of the Social' SecUrIty, Act; 

23, 'soleb:,by reason,of,par~graph(~),,' 
, . ,-. \, . ' . 

. , 

',24 ", " (B / the additionaladininistrativeexpenses'" 
" ; 

25 , . resulting 'Qr ~xpected 'to- re'sUlt tl~erefrdm', :a~d 
'. ~, " 

, 'i J, 

, \ 

"" ' 
, , 

\ 

). ) 

.­
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, /' 

S;L.C, 
. ! 

.VIA....:39· 
., ' 

, 1 (C)' any lo~~'in. interest· to, such, ··Trust 
1'1 : 

.2 . ~d .~e,sUlting '.from . tlH~: .paymEmt of.those ' : 

3 . amounts,. ill order to plh~~ ,such Trust Fund: fri': 
\ , . ' "'. ~ , '. , ,

"4 ,-. the same positIon at the end of such fiscal year 
" " • • r , " ". ~ • 

. 5 'as it woUld: have been in" if ·this subsection. had . 
. , . ~ . ! 

.. < 

, , 
" .. 

\ ',' \ : 6. .not been:enacted~ . , 
:, < " . ", , ',..; .' ".: •• ' .' \' . 

7, (3) INFORMATION ,TO, INDIVIDUALS WHO:ARE. 

: '. ' '. . /

8 , ,PROSPECTIVE' MEDI9ARE BENEFICIARIESB~ED ON 
! ' 

'., 
9 · STATE', AND' 'LOCAL GOvER~"'MENTEMPLOYMENT~-." 

" . 

10 , ' ..'Sectio~ 226(g) or'the Social Security Act (42:U .S.C. ... · " ~ /' 

11, 426(g)) is; amended-" . ' 


. ' .. 12" (A) by :redesign~ting .,pa~agrapns :.. (1) 


'13 : . , . 
 through (3) as :~'ubparB.graphs (ALthrough .(C), .. 
, . 

14 
\ 

. respectively; 
" l, 

'. 1 

, 
15 

. 
'. . ", ' (B) by inserting "(lt after "(g)" ,.;:md 

16'. . : ", (C) by addfugat the' end the follo'Ying' :new. 
, . - ,­

. . ' 

. p,aragrB:ph:, 

18 . ,,'(2)'The Secretary, in consultation with 'State . 
, \ '~ . .':..; .,:',' . ' ' ' ' . , " " " . .' 

19 and local government~,'shall provide.proced~es :de-' 


20 , . .signed t~ ass~e ~h~t individuals ~~O'~~rfodn 'medi-' .' . 


21': ,care qualified govern.rne~.t· employment ,by' YITtue of ..,
\ " . , -. . , 
• i",,! 

'·22· · service -described in' section 2J,O(a)(7)', are' fully in- .. ' 
\. ~. 

.'- '" . '. .', ' . . .' i·'· 
23 forrp.edwitli~ respect to' ,(A) their: .eligibility or' poten- . 

: 1., • , .. : • '., I .' .'. • ..'. :" !. . ..', '~ 

·24 tial eligibility for hOspital. ·insurap.ce 'benefits (based 
, . ", '. - " ' " ' . ~ 

25. on such emploYment ) under paIj; 4. 'of titi~xvm, 
: . - "," ' . 

... / . 

"~ , 

. Septe~b&r 16,1994 (3:16 p.m.) 
, , . 

http:insurap.ce
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; S.L.C., ' 
~ 

'. r., ' 
, ' 

, VIA-40 'L, ' 
" \ 

1 ' 
" 

2 
" 

, ,' ­ '3 

4 

5, 

6 

7' 

,8 
\ ",g, 

10 

11: 

12 
": . 

13 

14 

15 

16 

", J7, 
, , 

, ," 

18 

19 

,,' (B) the-requirements for, and .conditionp of,sucheli- , 
" I. .' , \" 

, . gibility, and,{C),'the;necessify of timely application, ' 
, . , ' '., { , .'" . 

,as a condition' of Qecomirig entitle(runder'subsection 


(b)(2)(C), giVing: particular, atteriti~n 'to1nmviduals' - /' 


! . who apply for' ana~.ti.ity orretireIllenf berlefit, and·, . 
" 


,"'hose 'eligibility f~~su~h, annul'ty.orretirement bene.: 

"_,' " . . " r' ". 

,fit 'is based ·on, a disability~'" 

(c) ,T~CHNICALAMEl\TJ)I\IENTS;=- ,.' 
.' ... , j' . / 

" (1)' S~bparagraph (Ajof section 3121(u){2)-.ig 
" ' , 

" ": ;" " ". '. I ~ t ~ : • 

(2) Subparagraph' (B), of section 210(p)(1)' of 
: I" 

:the Social SecUrity A~t' (42 U;S.C. '410(p)(1))is '.' 
• '" • j • • 

'. '. 

amended'by ,striking '~para~aph~'(2) and (a).'~and ',\ 


insertin.g "paragraph (2)." 
 , l , ,.. 

. '. 

, . "(3) ,$ection, 218. of the Sogial: Sec:urity Act (42 

•V.S.C. 4~\8r is 'amellded 'by s~roo~g\ stibse~tio~' ('~k : 
, • ".> ~ '" .' , • • I , • 

. ,~ \ 

, '(4) ,The amendments Inade .by ,tbi~ subsection , ," / 

, . ," ",,' 

, ~ shall applyafte~ September 30, 1995.' 
',-.' 

I, ' 

! '. \ ' 

/ 
, : 

, , . 
. \ " 

, , 

'. 
, . '., . 
" '.' 

, 
. SeP\gmber 16 t .1994 (3:16 p..m.) . '":" 

.·fOf:· 
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..1,' ' ·SubtitleR-:.TaxTreatmellt·of..•... 
• t_ • 

, 2 :EmploYer.Pr~yided· lIealth"CareI 

,: •• , I • 

3. :PA,RT l-EXCLUSIO,N FROM ;EMPLOYEES' INCOME "­

4' SEC.,' 6201. "LIMITATION ON, EXCLUSION FOREMP~OYE:R. 
" " 

, j ')'. '., 

~5.. ' . ."PROVIDED BEALTH·BENE:FrrS. 

6. ' (a) GEl'-.'"Eill,RtJLE.-, S~ction 106 (relating'to con­
" • , "-,' • • , '" , > 

,7 'tributi9ns' by employe~:to 'acc~dentand health. plans) j~;-' .. \' 
, . , . .'. " " , " '. r "."' . \' '." '.. . . ' . 

,. ; "

8 . amended to read"as follows:., ~' " ,-" ~ ';, 
,.. :' ,.' _.', I.... ..", -'. : . 

" , -~ , . 9, "SEC. 106. CONTRmunONS BY, EMPLOYER. TO ACCIDENT 
I ' 

,10 '.' AND REALTli PLANS~ :. 
, i , \ . ,', ". 

11 ." .' ."(~) GENERAL RULE.-Except as othe,rnjse'p~.ovided 
: .)'

I ". '.. ' .J " .,f' 

, '12 in this section~ gTqss income of an employee does not in- , 

i 

. 13clude'e;Uployer-proVided cov:erag~,llIider 'an ~ accident ,or' .: 
, . '" >'. . ' , ",' • . " • '. 

' ... , I 14 he~lth·p'lan~. ' ":.' " " , 
" 

1S ','" ,', "(b)~ EicEPTioN FOR>COVEM~~THROUGH' FLExi~ '.' ,: .. 
•j . 

'·16 BLE,SPEND{NG~GEl\1ENTS;-': 

/'.'(1)' IN·'GEl'-.'"ERAL:-' SubsectIon (a).. shaH not 
\' : "J " 

,apply, tocbverage proVi~ed through ,a flexible "spend·' , 
" " , \ ' 

", \ 

"I 

'. ,:­ ,19. 

. .. ' . .' ':' - ,', "',' -, :" ":" , 

21 For purposes of:t.his Sribsection, ;a .flexible spending 
'I ; , , • ; , 

,.' • I I' "', " ' '. \(. ' .. , '.' "'F' '," , " 

'. R+!angement is, :a .,~enefit, program which', provides, " 
t') , 

, I' l' .' 
',' emplQyees . with • coverage u~der',which-

, ., 
, 

t. ,.

: ' 

') .,"!' .' ;::.' 

.. 
\ .: 

, ' , ""'1'"'0' 'J.-.;, 
. \' , ..:.' .' "'" 

, ' .,' :" . 
. " 

, , 
',/. . 

" I 
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\"1&-2,' " 

, ,'<. 'f' , 

I" 1r ",(A) ,specified incurred eJr..'Penses Il1ay be. 

'2 reimbul"seci<'(subject: to: reimburse~ent'ma.xi~ , 

, : 3 ,r, in~s'and~ 6the~ reasonable con~ti~ns); ,~nd' " / 
" "\ 

-4, :: . ·"(B} ~he m~mum amount or t:eimburs~-, 
5 . ment which is' reasonably availa:hle to.a partici-' , 

- . " ' .. ~\ \', . " . ­

6 pant for such, coverage, IS less' than 500 ;percent. 

7 of the cost of such coverage. ' . 

8 In.· the case of ,an insured ;,.pla~, the 
r 

m~um 

'9, amo\mt'~~asonably available shall he: deter~ned on ' 
• , j " /' • ­

10 'the bas~s of tlH~ 'underiying cov~rage~ ,', 
. (" /. 

, . ,', -" ,'- ,', . \, ,'1 

11 U(c) SPECIAL RULES FOR C6ST~SHARING ARRA.NQE~
( , 

, , " I ' 

12 MEN,TS.-Subsection (a) shall not,apply to coverag~ ,on' 
i " . . 

13 and after January 1, 2000, which conaists ofthe~ayment "', 

1'~ ,of dedllctibles and"copa~eiJ.t~ 'under all accident 'or ~ealtH 
, ' ,'" : . . "'" :: / ." " . ',,' , . ' , . .'. .\ 

,15 "plan. The preceding se~tence shall' apply to 'coverage under 
, , , 

16' a 'medicare 'supplemental 'policy (as ,defined in', section , . , , ' .. 

17, 1882(g)(1) of the Social Security Act).','" 
"'.. 

. ..~~. / ' 
, . ,\

IS. (b) EMPLorimNTTAX<TREAT~NT:-',' .. , 
" I"'" • 

. 19 . (1) SOCIAL SEC:UR~TY •.TAX.-: ") 
;' j' 

20· ", (A) Subsect.ion (a)': of, section: 31~1 is . ' 

,I , ·21 , a~ended' ,by i~serting after paragraph :(21) the 
. '. . ) 

'I ,22 following'ne,"~ sentence:" 

, " , 


., • '\ .' .' , • • " •• ' , 1,. 

23 "Nothing in paragraph (2):..hallexclude from the' term 
t • • , , '.' _. • ' • ' ~ 

,. ,'. I ' ~ 

/ ' ,I 24 "'wages' any amount-. .which is reqUired to' be inCluded in . 
, . 


, - . . 

25' grOSS income under :section 106(b) or (c):'" . , " 
. :' ~ ,~ , . 

" ,' .. , 

,J': I 

, , 

http:reimburse~ent'ma.xi
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, 'VIB"':,3: , " 

'1 . (B) Subsection (a) of. se~tio~20,9 '~or. the " 

I,:2 "Social: . Security , Act is amtmde9byins~rting 
" ~ 

"I 3 after paragrapl;l J21): the., follO\ving, .new sen., 

4 ,. terice: 
d ,: 

.', ' ..",''. "" .' , 

5.. "Nothing In paragraph '(2) 'shall excJudefrom the term, 
, . . , , ' ", '.. , .. / ' 

6' 'wages" :ariy,a~ount which is: required to be,inclU:ded in 
\ t .' • ' "'" ." 

,7, gross 'lnco~eUnderse~tion 106(b) or (c) of the: InternaL' 
. '!, 

8' 'Revenue Code dfI'986/' /' " 

(2) ~:iWLRO.ID RETmEM.E~T TAX.-'Paragraph" 
" ., 

, . . ' '. 

10 " (1) ofsection'3231(e) is amended by adding at the, 
..- '. •• : ' ' .f.' / '.' I. " • • , ; 

" ' 'I l' end the" follo\\'ing 'new ~~~tence: "Nothing in clau~e. , 

12 "" (1) :ofthe 's~co~ds~ntenceof this p'ara~aph shaH,ex-
I. , .' .' ':'. " ' •• 

i3,' :.clude from, tp.e terin'compens~tion' 'any' amount " '\ , ' " 
" ' 

, 14 which ~isrequired .to be,included in' gross' income " ' 

, \, 

" , 
:. i 15 "'under secti9n 106.(b) 9r (c)." ~' , 


16 '\' \:' "(3)UNE~PLOtMENT" TAx;~S~bse~tio~' (b) 'of 

. . . . ~. 

,', ~ 

17 ,',' , ,'se,ction' '3306 ", i~ amended.', by inserting after' para- , " . 
. i,.' 

, 

',','1 .' 

18, 'graph (16)-thefollO\\ring newsent~nce: ';, i,', 

-, .' ."" :' " '; ',' ,,' . '..) 

-: • \' 1 • I, , 

19 ",Nothing in paragraph (2) shall exclude ,from, the teI'Il1 

" 20 'wag~s' ;an)~'afuoun~'~whichjs !r~quired to belIl~luded'~ 
, " , "', \ , ' , 

21 , ,gr9ss income under section, 106(b) o~'{c)." 
122' ,:4:' , , ,', (4)WAGE'~~~HHOLDI~G'.~S~bsection('~) ,of 

" }. ,~ . 

, , 1,~3 "",' section 340I, is,' amended' by 'a:dding ,'at' tl1e' 'end ' t~e ' 
I,,. , " ""' -' 

I:. -24 ,,:following new se'ntence:', 
\,. " ; , ,', 

, ".; , " ' 

" 
) " 

,f 

, -' - '- .. .~ , 

" ' 

'I .' 

'\ 

:,I, -, ' , 

I 
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1 ' "Notp.in'g 'iri,theprececling provisi~ns' of. this subsection 

, i 

2 sha]l,~xclude from the, 'teri~l "\\;ages"any ~mo'llnt':which i~'
, " 

';" 	 ',' ' I, 

" 
, 3, requi~ed to beii~cluded in gross' i:Qcome undet:" section: < 

,,'4 106(b) or (c)." " " , 

5, .(c),EFFE9TIVE :OAT~S.-"" ' 

6' ' '(1) ,IN GE~~~:-:-The amendnients : ~ade' by' ,', 

7, ," t~s'sectioh'shalltake effect'on "January 1, '~997. " " 

,g'" , "(2) ,BEl\~FiTS PRO~En PURSUk"{t. TO' COL­
, ' 	 '-	 . 

•' LECTIVE BARGAII\TJ:NG,AGREEMENTS.-,In th~ case of ",' ,. , " . ' 

, : ' .. 

a, flexible~pencling l arrangelflent maintaiped pursu - , 
. '.. .' 

, .' '~',."" " "'\.' / ". ~..'. " : 
ant to .1. or' more collective bargaining a~eements 

'. ',', ." .' " . . . ~. ' .' . . ; , ~. ,

12' 
, 

~etween'emplbyee :,representatives and '1 'or more em-, ' 
, , ' 

, ' 

\ 

',amenrunents referred to' in paragraph (1) shall' 'not, 
\ ' 

. ,. . . -' 
" I 

1,5 ,apply to ,'bepefits . p~suant to any such airee~ent ",' ' ',' 

16': before the later of-' , , 
• 	 "I 


'/" , 


17, 	 , (A) January 1/ 1~,97, or ',.' 
/' 

.. ..:' 1

,18 (B) the ea~lier of.-', ~ , 

" 


19 
, 

',(i) 'the date 9n which the last of Such 
-., , ," . , 	 ' 'i 

20 	 ',' agreements terprinate fdeternlln~d' WithQut ," 
'. 	 '. , - . " ' 

.. '21 
.\ ' 

reg~rd to any ,e~rision thereof o~or a~er 

22 
',\ I 


, 

, " 

, ,June 30,1994), '9r " 
. 
',,: " 

.I •23, 	 ,(ii) January 1, 1999: 
i ' 

, , 

, ' 

j', '.' 	 ... 
}, ' . 

<­

, i 
, , 

r' , 
, ., ,~S'·O·,-V , 

. ': -­
j 
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Vrn:"'5, ,. , 

r <, ,': PART ~LOOTATIONS ON DEDucTmlLrrY OF 
.,," 	 ! • ,I' . . .' "" 

'2 " ',' ,EMPLOYER-PROymEDiIEALTH B~NEFITS~ ,';, ' ' ' 
, " 	 I. 

'3,SEC. 62tl:LIMrtATIONS ONDEDtJCTiBILrrY 'OF EMPLOYER. 
• " , • . , " • ' • ~ t " " .'" ,1 

\' , \ !, • ; , 

, \: '., ", 	 4, ;;"PROVIDED HEALTH BENEFITS. " 


5' , ,,', "(a) iN GENERAL.-'Subchapter B of ,chapter '1'(rela1::·' 

,", " ,'" ." . . . \,',' " " \.' '. '. . 

,,6, 'ihg'to'computation 'of. taxable. incoine) is amended: by ad~-
'. ',J' , ' 

, 	 ',,- ' ,I , '. 
. ", 7 ing·atthe' e~d:thefollowing new part: " 

. ,. , , ," .. ,' ,
':. 

, 8 ".pART,XII-LIMITATIONS, ON'J}EDUCnsILI1fy: OF 

9 ' ", /EMPLOYER.-~~5JVIDED ~T1J.BE~F~TS' 
' .. \ f ,'I 

":" \',:' 

"Bee', ',293. Nond~du'ctible employer health conttjb.utions, 
. I \: ","seC;, 294: Excessemployer~oritributions.' "" " ,'" 	 :i 

. I 	 , i "Sec. 295. DiscriminatorY cover~. -~~~JCD 
'·'Sec. 296. D~fu:Uiioris ~nd·~ial ruies. 	"! 

, ' 

,, , 
.; /', 

. ." 

1 0 "SEC. 21)3.NONnEDUCTIBLE,~MPLOYER: ;'~m ,CON. 
:"' , :: 

" 11', , TRIBUTIONS. ' 

, it ":' i'(a) NONDEDUCTIBrr.ITY~~No dedu~tion shall be ab 
'\' 

\ ' 
,\. ,'" ,' .• i '! ",. . , . • ' . . .' • '.' . i' " 

" ] 3',' lowed' under this, chapter for any, nondeductjble employer 
, . ." \.' ,'". 

. . ' .. '.. " \ " 

;, ", 14 ,health 'contribution of ·an 'employer for ~~yt~ble year. ,', ,.', 

" 	 , , , 

15 ~ "~'(b)NONDEDUC;,IBLE E¥pLOY~R' IIEAiTIt' CO~-'" 
" . , 

. ,:'. .,' ) i ".' 

, 16 TRIBUTION;-For p~rposes of this section, the t~rni 'non-" 
. 	 . .' '. " , 

, " 

.' 17,d~duetibleemployer, h~alth' c6ntribu~ion' means' any' .'~m-
" ,,', 	 I. ' .', ..' . 

, , . " . _. ,} , ':" . ,_ . ' . '.' ',I 


, \ 
 ,'18' ployer:-' contribution .for' coverage ,of an . employee under a ' 
~ 	 , " .': . " . .: \ 	 .\ ,', ,", 

" '19'health' plan' w~ch is-' ' , 	
, 

. !. ! 

20' .: "(l), an', employer contribution for ,coverage, 
, , '/ • " f. ' , $ •• ,', ." 

.21' " ' , other'than p~~tted ~overage, Qf', ,':, 

22,', ~,',' " . "(2) an excess e:rnploYer,contrioution. 
, ", . . , . . 

',;' ' .. ~ 

: To, 

" :' 

, " . ' 


',' , 

, " / 

, " 
, , 

" ' 
," 
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.' '. ." ' , ' -', ,! . : . ! ,.' " , , , " ~,,'!" ' 

"(c) PER;MITTED' CO~~~GE .-For;purposes ofsu,b­
~ " . 

,~ \ \ ' 

",2., sec~ion '(b)(l)-, . 
• .,.. .' .: I' I. 

• ", , ~'_ f' ,'\ ',: ,F I, :", • , :3 "(1) IN GE1\TERAL~-'Except asother'Wlse pro,- ,"
" " . \."., ". " ,",', 

4 ; " vid~d in., this subs~ction" the· tenn "pe~tted 'Go~r-
5, . eragt/ means coverage of. an . 'employee under.a cer­

. , ,r . 

'" , 

" ; , 6 tifi~d :Q.eaJth"plan. ", 
, . 

M ".' 

'.-7 :.f" "(2) COVERAGE IN .. ADDITION TO STAh'DARD.' 
", . 

8 . BEl\~~ITSbU\TERAGE.-· , " ..' 
. I 

I , " -. 
9· "(A), IN GENE~.-In th~' case, of anem-. 

. , 
,

10 
, 

' , l ployee ·.whois ,covered under' a ·'certified health' 
. .' . . (",'.,.., ' . '..,~ i. , . 

·ll· 
" 

. plan, providing th~ 'standard 'benefits, package, 
" . , ;- ~ , , 

f " 
" ..... '12 the term 'pernlitted cov.erage' shall include an~r 

I,' , :. ,. 

13 , , ;, other coverage of such.employee under:a 'health 
, ' ..' ,{ " , ' ,,\ ".; " , 

' .14 plan..... . , I 


" f 


.·1'5 "'(BY EXCEPTION F9R CO~T-S:8:ARI,N9 COy-'
" ... " ' . . 

16 1 .E~GE.-,·On ,and after 'Jl,t~uary~l, 2900, the,. ' 
, ;1. . ' .': ­

.' . " 

l7., " term "permitted' ~overage' . shall , not include any, 
• , ' I " " 

. ' " ';. ',",' " . , ' 

': ", 18 coverage 'which consists,.of" the' paY';ment of' 

19 deductiblesand'copayments~der:a -health',;' 


20 , ,plan';· 

" ,, " 

"(d) SPEc)iLRuLEFoR MEI)l9ARKSt:iPPLE~NTAL,' '21 
f • " • ~. '.' • ,',' , 

" ,; "22 ~OLICIE.s;-,~or' ptirpos,es 6f thls' sectio~,the 'term 'non-' 
, " ~:' ~ , . ~ - "'~' . . 

'. 23':dedlfctible employer he~th cc.ntrihutioi{ in~lud~s" anyem~ " .. " 
I ,', .' • ", .' j : • 

:,24 ,pl<?yer ~ont~:t:mti~n 'for':coverageof, a~"empl<?yee under 8: .' 
',.,. 1 ;, ,,> 

" . 
, '~.. ' ;" ., 

/ 
-' . 

'. , 

I 
" 

, '. 
, . , . r 

" . 
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STAFF DISCUSSION DRAFT , S.L.C:" 
, " 

, ,VI}>::, 7 ' 

, :1 '",medicare ,'supplemental policy (as ' ~~fuied III lsection 
! ' .' " , . " 

I 't' '. 

" , '2 '1882('g)(1)' of the 'Socia] Security'A~t) . .',,' 
'( , 

3 '~SEC. 294.' EXCESS EMPLOYER cqNTRlBuriONS;' 
• 1" 

4' ':, "(a)'ExG,ESS ~I\WLOi"ER QO~TRIBynON.-F9r pur- ' 

5pos~s:of s~ction 293(b)(2)-'" ,,' , ",\","i " 

-',' ' . 

,,6, : '" "(1) 'IN' ?,E?;~~.-Th~ ,ienn~exce~s: ~mployer" 

7 ,,',corltrlbut!on',mearis, :with r~spe(!t to. an ern;PIQy~e.for, 
• / I', 

, 8 any'monthiri~he' taxable:yea,I\ ,the ,excess '(if any) : 
~! ~ !. 

, , , ' ,'t 

9 of~-
, \ ' , " 

. I'·" " ,10 ' ,"(A)ihe . -employer cqntribuhon for ,'such 
,,' : :'", ',", " ',', ,: ';" "': " ':',,', " 

, \ '11 , m,onth,,for coverage' of the 'employ'ee,llndera 
• I· j 

',,' ,. 

, , ' 12,' ' eertifieClheruth plan, over 
. i'" ',.' ' _J. "', • • " .....,''113> , 

! ,"(Brone-twelfth of the applicable percent- " 
"\, .', ", " , ' , ',', ,',', <, 

14, ' age ,ofth~ refetence preriliumfor:stich'month : 

",15" ,(for,the co~U:city, rating~e~ in':,w}licn the'·r: I) 
• "',.' r ,,' 

'. • ~. "" : 'j 

, ' , ,'" ' " ", f, ' : 
, '1.6 ',employee enrolls) applicable to, the same class of " 

, .­ '... ."" ',' , 
, t' 

enrollment as the,e~ploy~e;', ' , , 
, J' 

,.." ,,,' :' \ ' , ' ," " , " :.,' i .. , ,:' , " ,,", ' " ,,' " .. 

18 ' 'f(2) ,APPLICABLE 'PERCENTAGE~'-,"FQr purposes,.
\ . . . '. . , 

19, " ',ofparagraph(~,),~the t~rm ',applic~ble percentage'! 

'20 \' '., means' the,~ percentage: whi<ih~. the einployer~s portion, ' 

21,' ,of thepre~Um .fof coverage' of ~n' empl()yee unqer" , , 
't' " -, " 

'..' " ': • . " ".! ," ·1 . '. : ,,~ "':I.":~,"",' " '. ',.' 

.22 .~ 'c,ertified"health :plaIi is" of th~ total premium, for' 
. ',' ", ' ' . 


,', 23· 
" , 


SUGh.'coverage. 

r 
,:
t 
-24 "(b) REFEamNCE~EMIUMs;..-...;For purp'oses of tlus ' 

, . , . 
\ 25 sectioil~ 

I j ' "" 

",i' " , ,~. ' 

. ,I, 
" I , 

, ", .... 
: \ .. 



, , 

, STAFF, DISCUSSION DRAFT , ' 

'TJ~8 " 

r " "H(1) 'ESTABLISH'ME!'T' BY SECi~TARY.-As 

, '. ~ " -', • I " , \_ 

'2 :': s'o<)I], ,aspr:acticable' b~fore JallY ~:tplu;,ll: openenioll~
" " 

, ,~\ I " 

,3 ' ment period for aconiniuruty' rating~ area, ,the' ,Sec- ' ,. 
, : , ", .'. ; \' " " .. - .! " '." , , ~. \. 

, " . 

'retary shall, in/consultation with the Secre,tary of 4 
. . \ . 

~ r ' \ 

, '5 Health and' Hmri~m Servi~~s)and 'the 'Secretary of 
.' " ..... ' '. . 

6', 'Labor, establish Iseparat~, reference premiuin~ for'" 
, .... '.,' • < ,: ,~ • ~ .', ':,' ~'" ' • ." .'. : • ......',. ,: 'I, 

,7 
,;( 

each class of enrollment for community-rated health, , . ~,' , " ' 1,' ' . ':,' " '. I , 

• j I' \ 

8 plans fu such' ,area. ',Each ,suCh' reference prenpUpl 
, ' I '" ' , _ - , , ,-' .'/, . 

9' shall, apply f9r a~y'nion~ll in .the i2-month ,co~erage
" , , , " '" 

,,10 " , ',period' f~llowirig i the annuai, op~n enrollment, pe~iod. , 
, ' 'I , ' ~.. "," " I " • , , 

11 
.. " ' '" " 

, 

, \ 

, 
.) 

,~., ,~', "(2)'DETERMIN1\TION :OFAMOUNT' 'OF' REF-, 

, ,'12,', '.' :' ERENCE .' ;PREMIUMS' '" : FOR ," comnJ1'i-TJTY -RATED, 

" , ~,' , ,,13:, 'PLANS.-' 
, , ' 'f. " 

,14 ' , "~(A) IN' GENERAL.-'The 're~erencepr~~ 
';,'­15 " mium ,est~bli~hed under paragraph ,{1r:~or any' 

. . . . 

16 ',class of 'enrollment under,' a COminm;iity-rated',I 

. . ..' -.t· 
. .,' ; \ ! :" . 

" '1'7 , hea.lth ,'plan' 's,h'all be, equal to ~he: gre~ter ~f.-,,', 
, ' 

" , . " 

·18' ",'''(i) 110 percent o( the, average: an­. -, ".,: " ' , . 
.~ .. , " . 

19, , nual premium for ,~uch class of: enrolli,nent J ' 
, ' " 'I " -,',.' , 

20 " for' all certified health plans in,the commu­
:', .' 

21, . 
, . 

22 
, 

total 'erirollment': of community-r~ted inQi.;' 
," ','. ..'. . 

23 viduals, among, such plans, or , 

24 
\ 

"(ii) 'the adjusted natiorial ,low-~ost, 
" , . :'25 preInlum. 

, ' ~ 
/ , ' 

" ' 
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.' \. 

Vm~9 
, ~' 

. :. . ", ,1 . · '''(B)' ADtruSTED ~A;IO~ALLOW-GOST PRE- " 
(, , (" 

• , : • , ..:' • '''. > .' .' , ,I ~ . 

. ... ·~1JUl\~:- '.... ' For' purposes ~f. su.bparagraph, (A)-, . . . ,, " 
~ 

" 
, , . '" .', , ','. /' '" '"..

3 .. (1), .11\ ·GE1\~RAL.-·.The terr.n ·ad­
, " , ,." , 

\. 
, , . '. " !, \ ' 

" :.-'4' just~d . natio,nal low;'cost, 'p~emiu:m:means, : 
• f • • " I ',~ .. 

·5 ' , .' 

with respect to any .class of enrollmel}~' for,' . 
\ . " , , . ',J ' \ 

'. )' 
. -... 6' '. any commUnity rating 'area, the, 'highest . '. 

:.>! ! , ... , ,J' . "" , > ' " , , . 

7 annuaI ;premillm' for..~ertified .health 'plans 
, " ,. 


" . 8' which arem' the bOj;to!p.' quartile. (on the ' 

~', ' , 

, , ' -" I, ',.,''" \ 
• T' • 

, \ " , '.", " ' .' , 

3 9 basis of premiums).of ·a1lcomniunity-rated . 
.,' .. J, . \ : ..' ':;,.' ..... :',. 

10 " '.. . " 

certified' health, plans in the United States," 
, '.' I. \.. , , <" . , 

.'. ,\11.' ", ',adjusted as provided in ~cl~mse ~(ii).· 
. 'I, ' 

,'., . 1"·12 "(ii) .AnitisTMENTs.-The premium' 
, 'z" '.,.", ' 

"~ \' 
"I; 

. I.13·· .. -"determined' under clause (i) shall,pursuant 
• • , ",' " -' '\ • • '\ t' l 

,i 14 ; 'to ,~ch rh~thod as' th~ ;Secr~tary(~. CO~'h 
) .' 1$ .... sultation, wi~h' the. ,S~cretary.of Health and"'.' 

, ' " " ,<, ", " • ,;' ,.:' 
" . 

16 HUman- Seryices: . and " die ',Secretary. of' '. , . 

:", " ." .\ 

17 
" 2· · UabQr) Inay prescribe,beadju.sted for'-each 

I' "'" " '. " 

·18 ",. 'COmrllUDlty rating area to reflect-·. ,"..... " . 
" " " "/, ' , ' . " - , 

19 .' 
,: "(I) differences in co~t-of-livfug\ .. 

. , , , ' ,..'"' 

( ." . 

",< ,.20", .... 
i 

, ,:' ., '/among'con1muility~~a.tedar~as~' and, " " , .. 

,". \ 'j" , 

(. /21 . '~(rI)' such other factors '(other 
.', ., 

.. , " 22.' . 
. , 

thai?- factors relating" to practice, 'pat-'<.. . 
i, ''''\ , ", .' " ' . , 

" .... '\" . I .:' . ' , 

23 terns and delivery system' design) . as ;,:.' 
, . " , \ ~ , . 

'.' , , 
, ' 

'~may)ejncluded in '~ll:C~, m~th9~.' ," .."' . , . ',.. , I· , 

,,: " 

'\ ' 
\. , 

. I ,'c, 
\, , , ',' 

" '\ . ' 
I .• 

-
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" 'i'(iii).TIl\~KG.-',.' Except as provided ,by '.. '~ , 

2, , ·the '\Secreta~·y,' tli~ d~termination' under',' 
. . . . . 

. ,...: , 
3 ',' clat;i'se(i),foranyanilllal open .e~ollrrient 

\" 
-. . " . . \, " . I' . 

'4 · period, shaUbe made on the basis·, of pre- " 
-- , ''.­

5 . miumsfor the preceding Gahmdar y~ar.
. "', " ,', 

. .'.' .' -. " 

,Q · ,'''(C), 'BASIS ',FOR'DETEnMINATION'.-The ~ ,
· . . ," 

7 det~rminatiohUnd~r, subp,~ragraph" (A)l(i) 'shalf,,I , 
.' " ,

'r' , , , \ 

'8, be "made on/the 'bas!sof.-, .' ~ , I' 

, , 9 "'(i) ,the 'preini~ms s~bmittedi,' to, tl!e " 

j, 

10 , Secretary under para~ap~ (4), ~nd,' " 


'.' I, .. , ~ ..11 , '," '''(ii) ettroliment in the certified health i '. 
• , ,' .... ' ~ , ~ i, / i ." : ! 

12, ' pla~s ,in the' community ,rating area during 
• i, \ 

13 the annual, open enrollment period preced: ' 
, " " , . , ,

i' .. 

14' hig the enrollment ,peModf6r \\'hicih the de-,
.: -, 

, • "'.. .'. 'I 

15 , termination is being made.,' 

"16 "(3)' "DE;~~MINA~ION' OF' AMOUNT" 6~ ',REF': " ' 
. '. . ' ­

.. 
. '. ..- ,'17: 'ERENCE PREMIUM 'F;OR" " EXPEiUENCE~RATED ' 


18 PLANS.-', 

I ~ \ . 

,19: 'i. • "(A)IN'GEl\'"E,RAL~-'The, 'refereilce/ pre-. ',' 
;.' ,', .. , 

20 mium' establishe'd under ,paragraph (1). for: any 
, \ 

., ,. 

~21 c~ass of enrollment 'u,nder' an' experience~rated 

22 .: health plliJ1 in a~ommunity rating ar~a"shall, at 
, "', . .. 

23 ",the' annual election of the employer, he equal'" 
• '. , . . ', t 

24 .'. " 
~ . 

.; I /' 

" " 

" ' I 

• " j ",HI:( " 
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." ! .' , 

'v"IB-~l',' 

I, ,.' , "(i) the reference premium e~tablished , 

2,' ," ~nder 'paragraph (2)rfor 'such class of en-' 
, I ' "- ..' , 

, ',,", 

3' rollm~nt ,'fQr'co~unity~rated plabs, , or 


, '4 
, '... .... " "~(ii) .the average prellii~m under sr{~h; 


. , I. ' " I' \' , 

5 experielice-rat~d,;pl~n f~r such .class of 'en­

"·6 .'. rollmEmt during 1996. 
" '. . ' ,., r. ~. 

. . I r" 
-, 1:'" 

.7' " '". /"(13) .SPECIAL ,RULE FOR \ SELF-IN~URED ' .' 
,8 : ·pLANs.-'. In tpe, case ,of· a_self~insUred'plaIi oper.;' , 

, , • - " - j'," . , 

\ 
9 ating'in'mo,re than 1 'comniurity: rating are~,: 

., , ".'. . ' , 


" I " 

';\'10 

,. 

," . the referen~e:premium shall be ~the- average, of : 
,,' r , ' • 

_ .. " ,",,';' \," .• , ". ", 'r ',' 

11 . the reference· premitl-ms . deterinined. , under . 
" , 

12., :' clau~e (0' or' (ii')of,subparagraph(A), whichever 
" ' .

.13' , . '. 'is: applic~ble, for all. community ',rating ,;areasin; . I 
" . 

': , :, 'f ~, ' , " . " ';.'" ~14.' . '~'hich' it EmrollsjndiViduals, weighted to reflect 
, , " : .,,' - . 

" ' ,\: " ~ " '.. ,' , 

15' . . the number of primary'. insureds enrolled iIi, th~ . 
, . ' " ," ',' " 

16 ,- , " I,ptan in each such area. 
- " ' , 

,. ""'. 
( . , , ' 

17 "(4):COMMU~rJTY-RATED PREMIUMS . SUB,MIT.­
I . ': -. _, '.I, I· I, 

18 \T.EP Tq SECRETAltY.~Not late~ tpan 90 da~sbefore 
" ,.' \. " " " ,." ' 

" 

.19 '. ' " the fustd~y' of anan:h~alopen e~ollinentPet:iod' 
, ~' , ',' . ~ .' , . ',', '.'. 

20, applicabietO·any.comlntinitY-rated certifieq health 
_ , ,I ,', ' , .• " r.-. \.' 

;. ," ' " , 

,'21 plan (or su~h later date', as the Secretary may pre­

':22' 'scribe), the pl~n,shall sll,brillt, to' . the ~ Secretary the' 
. I .. ' , , .' 

23 ' arinual· p'r~~uriis it win charge f()r ~each .classot en'': " 
" ,:.' ,. ,! 

24 " rollment 'during the cov~rage periodto which theen~ · 

. , , ' 
,. , 

. , .
25 ", rollmEmtperiodapplies. ,., 

') " 

.\ ., 
.. ! 

, "" 

"" ' 
.' J 

~,\ . 
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'} 

, 	 .. 

•2 ' ,shall establish separate reference, prerniu~s under 
-;,.r .... ,. "" .• ." • ' '\ ' .", I .. '. . 

3 , ' this su~sec~ion (including the adjusted' n~ti()rial ~ow- " 
. . 	 , , , 

c~st premium) for' COInmuriity~rated ,certified heal~h' 
, "', " " , ' 

. \ .' .. ' l. _ ,,', 

5 "'" plans, providing, the.' stal1dar~, benefits 'pac~age,' the, 

6 ,'basi~ henefits pa~kage" 'or the, cata~trophi~benefits , 

7 
" ' 

" package. " , " " / ­

. I'" . , ' ."':, . 

, .' 

,8' .:, ,', "(c) ,SPECiAL RULEK-For plirpose~ of this 

~ • j , 

. 	 , 

, I 

9 section-,,' , "'.',' 	 , 
, 

, 	 "(1) MUL'rIEMPLOYERHEALTH PLA..~S.-'in the ' 
,/<-. ) ~, ":""" ",' . • ~ i ",' ,:~ , 

'case of ~~ployer: contributions 'with' respe«t toaIiY, ' 

, employee made to' a 'multiempl~yer lie~lth plan on' a ' 
. . ' . . , . 

, '. 

,basis : other than per' employee per' month,: the 'Sec~' 

, ,rebiry may by ;regwations',pres.crihe the method of ' 
, -, _.\ ':',. 

determilling that portion of such contributions~hich 	 ,\ "" 
, , . ",'. ~, '. 

, , 

is to b~ treated as an excess~ employer contribution. " 
'. 	 '.' , j • 'r, ' '. \ '. " " . 

, ~'(2) CnVERAGEFOR ~!\"LY ,PART, OF MONTH.-" '.,', 
/ 	.f' ", ' " ",' 

'Ir an' empioyee' is covered Wlder a 'certit;i~d health',' 

plan for' oruy a,portion (>f,a' month; 'the 'amount of 
• 	 : ',' '.- ~,' ~ , • • • > • .-,' ; " , • • • - ' 

.. 	 thedeductiort 'disallowe,d wider subsection (a) with'" 

respect to such m~:mth shall .he: an 'amount which, 
~ 	 \. ., 

" ,,~ea~ the same ratio 'to the, exce~s ~mployer, con-, 
" 	 " ; 

,trlbu,tion : for 'su,~hmonth .. R;S :'such :portiqn bears. to ' 
~, ", 

the entir~ 'month." \ 
, 	 '~ I 

1',', 

.. 	 ' 
..- I " 	 .. 

, 	 I 
:~/5, 
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, . '-;.", ' 

1 

t " 

2 ,'" ',this'subsection- "', , '. 
, 't 

\: ' " " , ' , , ' ,

/3 ',' , .' " "(A) I:K" GEl\~.~.-,AlJ. employers ti'~ated' 
, _.;;;" , 

" :4: ' . ~8' ~ single, employe~ under s~bse~tioli (b) or (c) , 
· " ,-, "~", ", \. ~ '. :. ',. '. 

, " \ 
,

· . of' section 41~.shall be treated as, a 8ing~e" em­5 
, ' 

, I, . ,........
6, '; 
" 

'ployer. ',: 
, 

',. " , -, " 
A 

\: t,7, . ,"(B) AFFILiATED, SE;RVICE, GROUPS.-.All 
, r:'

8 ,~mploy~es 'of ·melD.ber~' of. ~n affiliated" service, 
· ., \. , ., . " . . ~ ,

9 . ,group (as defined inl sectipn 414(m)) shall be, 
, .,' ,', " ,.l , , , i 

, 10 treated~as employed bya single e'mployer..', '. , 

, '. ,,' . , .. t' 

, 11 ,: ".(d) DEFI~TION:s.~For pllrpose~ of. this ·section-. ' ., 
., , 

12' ,. "(1) IN" G~~RAL.-,Any, term used'in this sec~', ' 
:13" . tion ,which is' also used in 'the Health, Reform'Act 

· " • • • ' .; I • , '. "', '~..." ' , :" 

,,',_: ,', 14 sha)1.haye the same meaning ,given~uch te~by the' 
Health Reform Act: ,- ;,,' " " " " .;1'5, 

- • , f 

\ 
16 ':;~'(2,) ,PREMIUMS..~ ~ . , . . 

, '17- .:'~,(A) 'IN Q~~TERAL.-·The te~:'pre~um' ' 
'". 

'18 " :has' :th~' nie~ning' given. ~ch "term' ,by' ,se~tion .' , ' 

i9 .~. '. I 
• I

'. , " 

20 .. "(13) ADMlNISTRATIVECOf?TS.-'AmoUnts· 

.', .., ,(. 

, ' 
21 re~ei~ed for~eaJth-rei~t~da~str~tiVe's~ry-' 
, , 

.22 . '. ices (as defuled iIi section 4501(d}) provided in" 
, . " "< 'l 

23, , ;'connectioti~tp any certified standard health" \. , 
" " , 

'24- plan:shall'be treated as premiums. ' 
, "'\" '" . . -" ' 

. ' .-..... ,. 
': ' , .. " " .. 

'- . 
,J 

: ."' '. 
;:. " 

, , , 
, '; ; , , , 

" ' 
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, , '''(e)' SELF-INseRED PLAI\'S.-"In the, case 1 
). '\ 

'2',' ,'of'a' s~lf-insured plan, 'premiums s~'alrinclud~< ',' 
. , . ..' . .,. '. ': .. ' , 

, I, 3 , ' "(i), the-~~.:peJidit~resdes~ribed' i~sub- " , ' 

:' '4, ,sections" (d)and ,(e) of section~4502' with ' 
'. 

''5 ' resp~ct to 'coverag~ :under thEtplan, alid' 
. '. . - '. 

'1' , 6 "(ii) in the, ca,se ,of any coverage pro:­
" .. 

, " 

7 vided' through' an insurance" policy," pre- .­
" 

,8 miums paid for such '_coverage. ' 
\ 

" 

, . '" \ 

9 , ""(3) INSURANCE POLICY.-, The term 'insurance ' 
.. '\.., • • , " I,' • . 

, 10 ' policf means ,any policy or other 'instrument wher;e­
_ ' • ~ " ; , • T. .' ' • • • 

, 11:, ',by acontra~t of in~urance is issued: renewed, or ex­

1.2, ' tended. 

/'13 ' "(4)'" MULTIEMPLCfYER,, HEALTH PLA..~.-,The 

,14 t~rm"~inultiemployer health ,plan' means a qualified 
" ',."., " . 'f ' 

. ":,,, ". '. . '1.., 

, 15 health plan which 'is part of 'an employee, welfare' 

16 ',benent plan '(wi~hin them~anlligofsectio~ 3(1), of 
• I . " "", ) " ,'.' , '.' " _. / ! • ., 

, 17 the , Employ~e' Retirement 'Income- -Secu~ty ~ct':,of' ' 

1'8 197,4)~ 
\ ' 

'.,. 
-' " ,\ . .". " \

'19' "(A) to 'which more than,' 1 , employer' is re­

,20' "q~red ~ocontribute,)md 
2i ',' "(B) which is niaint~ined, pursuant to 1 or 

\ ' 

- ' .;'.' " 

, '22 " "more ,~ollective ,bargaining' agreements between 
'\ ~ ,:.. \ , '. , .,' , ' " 

23 ,'1' or, ',m9re' emplo:~ee or~nizatioIis' and more' 
" \, . , ' 

" , 

't~anl emplo~er.·24 
'" \ . ' 

, I; , 

, .( , 

! , 

http:DISCUSSI.oN
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i"SEC.2~5~'DEFINITIONS AND SPECIAL RULES. 

, \ ' 2" ".(~)EI\{PLO\"'ER.LFor purposes of this part~ , ' 
, . '. I . 

3" \'," ','(1) IN 'G~E~ERAL.-'The term'eIIlployer' means I 

", . . .. , . "', 

'4 ': any person for: \"hom',an mdiviciual,<performs, serv .. 
, "I' ,:' . . . \.. " ,:<' , ',' ,I • 

5 , : ic~s", of wpate,ver nature, as' an 'emp\oy,ee '(as" d~£ined 
,- • " ' " ' '.', ~ • .' « "­

, " 

6 iIi sectIon 3401(c)).'" ,,:", .­
~ " '. ' :;, ' . . \.~,'" ' , , . \ .', 

\. ' 

'7 ' ",(2) SPECiAL RULES.-". " 

8, \, , 

\ 
'''(A).' A partnership ,shall'qe treated as the " 
j. " • -' - , 

", ' 

,9: , e~ployer :of each partner 'wh~ is an' employee' , 
, .. 

, ".,' \ f .','. \ ' • 
" , ':'10 , :within ,the' meani;ng, of-section 40 1 (c) (1).

" ,', ' .\ ' 

11 , "(B) ,'An'S' cOl-poration shall, be treated as " 
j: ;.' , : . ,J ~. " • " , 

. I . . ' . 

12 .' theemploye,r of'e.ach shareholder who is an em- ," 
.. ',' ,\ , ' .' ..''': J , .' . '. .: - ':"',.,"; • ' 

''13 ' 
i :ployeemthin ,tlie~eaning or'section 401(c)(.1)., " 

i ' " " :,14 ' ',""(b): FORMER ,EI\~LO\~E.-'The term' '~~p~~yee','in-' ',' ' 
. , , ,) ". .'. \ 

,15 chJdes a ,former "employee: , , ,.y , , ! 
, .~. ! '1 . 

. . .\ 

I ' .16 " ','(c), EMPLO\"'ER ,CONTRIBUTIONS.-"For purposes of, ' 
'..' \,.' ,'" . " . ":' ,", " 

, ,17, thlspart~' 
- , ,~. ..' 

" , 18 '''(1), IN' GENERAL'-''Thete~' 'employer' 'con- '- .... ' 

.. \, 
.. " ;''19 , trib~tio~'means,~th resp'ect to coverag~ u~der~i'

\ ' 
'. . ," , ': , " '.' ".' ,',I " . 

20 ""hEmlth,plim~ the ,po'rtionof the cost. of the cover~ge " 

21 ,whi~h is,tobe ~rovide~'bytheemploYe~.', .,,: ,, , , " ' 

22 "~(2)EMPL(Ai:ES ONLY 'TAKEN ~~TO i,CCOUNT' 
. , {.'.. " ' 


'" ./ 


\ \ . 
 i3 FOR PERIODS COYEimD~:~Fpr I>Ufposes' of determin;.,. 
, ,< l, 

,- \ ' • 

'24 ing the employer contributioIi, 'amounts ~hall be' 
f 

. ' , 
I," 

,25' t~en. ~nto account ~th re~pect ~ an ,employee only ,', 
, ' 

; ,,' \ \' f. 

, \ 
. ,j , , , 

, , ' 
" "" I , 

.r', 

:~/6 
,.1' . 
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'S.L.C. 

, 
'( 

" 

- I \ 1 for periods during which ,such employee is covered by, ' 
~. ,. .. . .; . 

2; th~' plait. ",' '" 

,3 :
" '" 

. . . . , 

'~(d)' REGlTLATIONS.-',T~e ,Secretary:shall presCl~ibe, 
, 

" 4', I,such regwations as are ,~ecess~ry to' carry' out the' provi­
, , , 

, 5 ' sions, of this part,' including regwations' p~oviding for the 
," '. ',.', '.f 

, ~ .' 
, 6 determiiiatio~ of the amount, of any employer'contrilmtion 

',,'. ", ! ',' , " , ", • ,', ' 

7' and the,prev~ntion :of ·the ' a~oidance' of any tax impose~ 

8':by this p~rt through the. u~e of any ~~angement descriped 
. . . . '. " -.'. " . 

", , " . 

,,? ,.ins~ction 414(0 )." ' 
, I 

. . .' -

; .',' 

, '10" ,,', (b) CO!\'TOR!\flNgMfEJI,T))MENT.-'The'table of pkrts ' 
. ~i' . 

11 " for subch~pter ,B ,or chapter, 1~ is amended by adding at 
, I :' ,.', ' ,,', , ",', " " , \ ' " 

12 the end the -folloWing new item:: ' 
'! 

, 
, ( ,'," , , ' " , . ,. , 

upART XII-:-LrM:lTATIONS Or-l DEDuctmILITY OF EMPLOYER-PROVIDED ." ' 

, r' '­ " " 

:13 ' " (c) .' EFF~CT:ryl,.:DATE.-'Theamendments made'by' ~ f, ' 

. , . '. \. " 
, ' ," ' , ' ',.' " ,,' ,/1 

'1'4 ,this section shall take effect on January 1, 1997. 
", . ,. /' 

.1-'. ~ I 

.: .. 
" 

15 ,'SEC. ,6212. APPLICATION 'TO TAX-EXEmORGANIZATIONS 

16 

17 
" , 

\ ' 
" 

, , AND GOVERNMENTS. ' 

. ,, 

,,(a) IN GENERAL.-Ch~pter: 37,as add.ed qy sec~iQn: 

! 

. 

. " 

,I 

--=\ . 

, . 
, . 

/ 

", "18 ' 7111" is am.ended by ad~g at,the ,eD:d th~ followi~g ne'Y .~. 
-.... . '.,". . .', " 

, ' 

,I , 19" subchapter: 
..­

.' . { 

...•20·' "Subchapter..B-He8.Ith. Contributions of Tax-·, 
.,1 (. " . ' 'J 1 /:. • "', ! ' , '., '. 

", " . '. 
; ,\ 

I"~ 

i21' ',Ex.'empt Organizations'and (;ovet:"D.D1ents', 

,I , • 

, , 
, , 

. ~ , "Sec; 4521. 'Health contri~utioru;of exe~pt or~~tions ~d' 
go-yemmentS. 

, , , 

,I, ,­
. \ ..\' ,( .! 'I­

.:' ,. 

,.. 
, , ' 

'~'7 
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'\' , 

, ',' , J " 

.. :\' ,I', , 
" /.2 "', 'ZATIONS AND 'GOVE~NTS. ", " 

I 
, i, 

, " 

,. 
\ , 

" 

\ "6' " " plicable e'ntity for ~ny taxable year, ~d,' , ,,' , 
_., .' ,'. \ :' I , 

7,' " ',"(2) the highest rat~ of tax iI+1posed'ullder s~c-' \ 
• •••• t • 

"J ' .. " " 8 , " tionll(b). {orStlch taxable ye~r. ' , 
:/,' '. , ; ",­
, ' I " ' , , ", " ,:' , ' 

,9 , "(b) TAXABLE HEALTH, CO!\TRIBUTION:-", For pur:­
" . " 

,10 ' poses of thissection,'the term 'taxable,hellth;cpntIjbution' 
, . " .. '. "", .", ,',' , ',,' " 

r' 

, 1,. 

, ,: '\1) a c~ntribution fo~' cove~age other than per:­
I .,. " •••. 

'14' , 'mittedcoverage' (~s 'defined in sectib~ 293(~)),",/ 

, "".'. 
, , ,,15, 

; \ 
" "(2) ,an excess employer contribution '(as de-" 
~, " , 

" ('16 finedOin'section 2'94(a:) )"or> '" 
\, . '. -, '" '.'" 

'. ." ','. . \, ' ' '\. ". ,\ t' 

", ',' .17 ' "(3) a:contribution for coyerag~ ,of' an employe~ :' 

J8 ' . '. , ,unde;amed.icare'supplern~ntal poli~yjas defined~', ' " 

:19"" .s~ctio~ 1882{g)(1)"ofthe ~o~ial Se~urity;A~t) ..:'l'" ' ' "I' 
, , .'" ' ; !. . 

"1 -"" ' '/ 1"' .:' • '.' '" • • , , .,'. l . 

, "(c) ,APPLICABLE ENTITY.-,,,Forpurposes'ofthis sec: ' 
, • ," " '.. • I . 

\ ',', 

>",',21 tion,notwithstanCllng'any othe~ provision of law Qr,:rule ' , ' 
, '. I ' • , , ' 

. \, '~ 

,,': 22 ' of ' law; the term 'applicable entity', :'means~with; reSpect' 
, " " .." " ' • 'I " ." , " " 

. \' . 23 to, any employee, an e~tity which-'"" " 
. . ", " 

, , , , , 

,',," 24 , "~(1) 'is:theemployer'(as defined' Tn section,' . ;i I, , 

, ' 

25 '296(a)) ~(such :eIIlploy~e,'an? 
"\ 

, .; ''26 "(2) is-" ,: ' .' 
• ~. " , 'II " i' 

. }', 
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":(A) theUriited .Stat~s, any State or poliii~1 
, \. . -" "'" , , 

I,' " ..: t·, " .' ,cal ~ubdi\,siqn'thereof"and any' agency or, il}­
! ,.., •.. 

". '. .strumentality of al1~~'of ,the foregoing, or 
.~ ') 

I 

\ " 
, "(BY ;aIiy ,oilier entity 'otherwise exempt' 

~ .' ' , >.'" J ' • • • 

"5 ' .,' , . from:' tax Under chapter 1. , > 

,6'\' "(d) DEFI!\~Tlc>NS~#"n1 SPEcrAL·RuLES'7""For'pu:~;..· \ , 
- - ,,' , ... > • ' :.......' ' ,... • 


7;po~es of this section-'. 
I 

\ . ; - , 

8~ 
/' 

, ' '''(1) CONTRIBUTlo~s.-The contri~utions of an '. ' . 

, , 9 ' applicab~e 'entitY . shall'be:determin~d in the s~ine;, ,'J ' " , 

, "10 / " mamier ·~s employer _contributio:ns ; under section 
" 

" . 

. 11 296(c). 
" , 

. ,1,2. 
, , • . ' , "'1' ",' I , . \ .. ' '. j' - " • 

. ,,13 " means the calendar year or such, other period speci- , . 
,. \ .. '.: ' " . , ', " t.

" ~, 

: ' , 

14, ',":fled by the, Secretary., ; 
\, , j , 

15 "."(3)', OT~R' 'rERMS.--~y· term used' ~'thi~ 

,) 

I 

16
, 

section ~hicli is also,used iIi part xllot ,subchapter " 
, j' I,.' ~ ," . 

" 17, . ' ':B of chapter 1shall have,the s~me 'meaning asw~eh 
",: . " • I "', ' 

: / ,', } " 

'. 18 used 'm·~ch·part.. ' 
,l 

19 ... · ',"(e)' REGUllATJON's'.~!he, Secr~tary shall pfescribe " 
'" 

., '.I,', )' i ' 

, 20'; 'such regUIations. ~s m~y be ne((e~sary to 'carry out the pro~· ' 
" , 

. '"' , ':.,' \ ',' .., . 

.', '21' 'visions'of this section,' including regulations for. aggregat-I 

" I' , " , j ' ,'" ........"" , ' , I' ~ " .', 


'."-
22, ing related tax-exempt and gQvernmental eritities.'~ 
,. '<", ' . .. j 

. '. I ·23 " '(b ) CONFORMING ,AME:t\DMENT:-.'The tabi~~f sub­ ! • 

. '\ (. / 

24. ~hapters for t:hapter, 37 is amended by adding at the end. 
, ,i , <," 

J '.'25 the following new item: ' ' 
. . . " 

, : 

1,' ' 
, " 

, / 

, , ~ ,:. , 

• 'j.I ' 
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, uSUBc::HAPTE~ ~-HEA.LTH CONTRIBUTIONS OF,TAX-EXF;l.IPT, ORGA..",1:.zATIONS 

:', , ) A."'''D OOVERNl.1EXTS, " 
.~. , , 

,.1 " (C]."EFFECTIVE, DATE.-The ainendnl£mts made by' 
" 1 

2 this ,section 'shall take effecto~ 'January 1~'199'(. 
"j I' 

,''3~EC. 6213~ D~OF i>Ei>Uc~o~ FOR 'CERtAINCONnN. ' ' 
, . .~ 

, ~ ,/' 

,'4 ' 
, ., 

; 1\ . '. ," 

"

,5 , '(a)'DENIAL of'DEDUCTION.-' , 
\,: 

,I ,,'" , ' " ' 

6 , '" , (1) ,IN' G~NEMli.-'Subsection (h) of section \ ' 

",, ' 7 ," ,; 293, asaddedbysectiob' 6211~ is ame~d~dby ~trik~ "':, , 
'" " ,.... ',' /, ". ", I 

" ' 

~ , 8' ing'~,or''. at th~Emd of p~ragraph(l);"bystriking the, 
. \." r .' r, .,'t t' ''','" , ." 

9 " ~eri,od" 'at the en~',of:Raragrapll. (2)., aIidinserting" ?: 
I . I '/.' _ II ' 

,.. ', . '10 ' or", and by adding ~t: the ,end the following, new - / ' ' ' 
, '., , : J' • ~ , • 

, , 

. \. 
, ,II ' ' '. , par~graph: 

'. '" 'j', '. ,,'" \ • 'I".' ",' "', 
:12 " ,·"(3), an ePlployer 'c,ontribution' descnbed,in 'sec~ 

• !'. ' , ,-- • , -- ­
" 

I1,_. J' 
, ' , 

',< "13 tion 295Y.' . f, 
, \ " ! 

.' . t ,,' , " ,/' 1 , .14, ,,', , 
, ':' (~)' NO:r-..TJ>EDUCTlBLE '. CONT~UTION .-',Part 

'15' ' :xII' of ~b:cha~te~ B '()~ ~hapter, 1; asadded'bysec­
'~ , .I ' • • • ~ • , 

. . ' 'I, . '.. " 

j. • ~ • "16 ' "tioh r 6211" is' ameIided'by 'redesignating section 295 ' 
;" : , J ,~> '.'. .;- . . , 


I,' . -/

I , 17' ,/ ,. as :section 296 a.ndby,i~sertingl after,$ecti~n294 the, , 

. . . . " .'. , . . '" ' 

,I .' 

, . " 
',j' , 

" ' 

,19 "SEQ. 295. 'CONTRlBUTIONSCONTINGENT' ON REALm , " ') 
, ,,; .; ~~ ,,' , ,:1 

20 \", . 

, . '. . '~ 

'I,,21 ~'- "(~) IN' GE~RAL.-"An employer ,contribution 'is de:-' '," :",' 
, '. . .. ' ' ", ..":,- ;:.,: ',,', , ~:' . .- 1 '. '.. ...",'. . .- " ,_ ,', ;'<, , ',' \', " ' .: 

, 22' scnbed in this section, if the amount 'of such 'contribution': , '.. : 

,23 'is'contingent: on the ,certified "hea.lth' plan selected by the:',' " 
I ' ;. , '., , 'f . . '. " .' " ,-' . " .' 
" 

'Z4employee.. " 
. . .. " ., 

\ 

I, ' i' '.. 

, ' 


" 
,,".... "


; , 
. .' ," 

~'. ~ , . " ' , 'I ,, , ' 
. 

, " 

18 

I ' 

'­" , 

I 



I 

\ 
/ ••.. " •• ;, • • ,1 '." /' 

O:\FRA~FRA94.477 
\ ' "STAFF DISC'(~SSION-DRAFT S.L.C. 

. I" 'V!B-20' :r 

, :­

l' , "(b) VmiATloNsoKCLASS OFENROLLMENT'.~Sub .. 
'. , '. .', " " ,,' 

'2: ,~e~tioi! ·'(a) . shall n~t appl);" to'~n)r empl~yercontribution 
3iwhich varies by reason of the class' of 'erirollmenfselected 

. I' ..,:',.. 

4.,hy,ariyemployee." 


5 -; ", (b) .APPLICATIO~/TO'EXEMPT o.RGANIZATIONS ANn,

i.. " , " I. 

'6 GoVERNMENTS.-',Section ,'4521(b), 'as added' :by' section' ," 
\ ,., '. ' '" '.' . 

'. ' '." ",.' " - ' .''': '1'. . . .: 1,\ ..... 

, 7,6212"is ainen?ed by striking "or" at the end of parB:graph' 
I ' 

,8 , (2), by redesig1uiting paragraph :(3) ~s paragraph (4), and "; " 
" • :' '. • ••'" • - ' ~ -': ' " ,..... - II , "\ " ~','~, 

, 9 ,by adding,after,'paragraph (2) the Jollowihg~ew ,p,~ra-~-' 

10 ,graph:, ' , " I ' 
, ' ' 

" 

.II "(3)acont'rib1itiondescribedj~ section 295 (re';. , 
. .' \ ,': ( . '. i...· , " ',. ',' ..:! ,,' .~ ", . ... ',: . . , ~ .!. '. .' • •• 

12, " 
,latirig t<? contributions contingent on health plans se': ,\ 

,'13 le,cted, by employees) i or" ; 
, , ,~. 

, \ ' 'I ' 
, 14', , (c) EFFECTIVE' DATE.-,' The, ~men<h~eIits ',made \ by' , " . 

, ;.',,' 15" this section shall tak~ effect ortJarniary 1, 1997~/' 
, I 

" 

16 pART s--QriIERPROVISIONS 
\ " ... :, . 

. ! .. 
,, 17' ,~EC:. 6221. LIMITATION ON ,PREPAYMENT OF MEDICAL IN- , 

18 " ','SUR.A.NCE PREMiUMs. " 

, 

./ 

'''19 , (a) :GENERALRuLK-' Subs~ctibp' (d),of:se~tio~ 213, ' 
, ' 

. 20 ,is amended by' adding' at the' end' the folloWing new, para~.' ' 
'. 'I .

21. :graph: 

,22, .. . "(10) LIMrrATION ON PREPAYMENT8.-If­
, ,,-.' .... 

. " " . ~ 

23. ' ."(A) the taxpayer .pays' apremiuni or ~ther 
, '\ 

24, amount which constit~tes medical, care 'Und~r" 
'J 

-.J ' 
, I " 

, ,25- paragraph (1), 'and !, 
, " 

.. , ' 

, )' I 
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. "(B): . such pr.emlum: or other, amount .is . , '. 
~ " I 

2' ,properly'alloca.ble to' insurarice c'ovetage . or ,care, 
" , ' " . . , \: " .."" ',' 

I '1

,'3 . ':, ': '·.,to ,be provid~dduring ,:period~' ,IllO~e than ~ 12,' 

4 ,months after' the month 'in which ,s~ch' paym~~t ' 
\ ' 

.'.' 
I,. 

,is made,' . ;, '. 
:"" ' 

I ". I", _, . • ,'.1 

,6 ", ,'such pre~um .or' .other amount- sh,all be treated' as, . 
/ " • >, ';' 

7 '. ' " ,paidratablyover'the period dllrlng which 'such in.'· " 
" ' ", I 

8 ", sli~ance cov~rage or ,care i~ to_hepro~ded. Tff~'pr~-'
, I ' 

, , ~., 
, " .\., '.' : ". t , 

9 ,~ceding sent~nce sl?all not apply' tp apy ,}?remium to' 
I, ", • ' • '.... .' -, .,.,1 

I /",' ,'/ ' 

, " . , 

, 
10 , ,I which'par~grap~ (7) applies.",: ." 

I} (b) 'EFJ"ECTIVE"DATE.-The:amendment 'made ~by, ,",..·· 
. .", . . . 

, I ' , ; , ~" , 

12 ' subsectiQn '(a),shiill ~pply to amounts p~idafter,'D'~cember, . 
~ . '. . . . - ' ,. ". , ,, , 

, I' \ 13- 31,,1994. 
. " 

,'" ' 

. \. 

, .• I: , 
',', . 

" I, 
. i 

' .. 

" 
'. 

\ 
. , .' 

' 

',: i 

" ", 

) . 

.'\ 

,, ., , 

1 ~- , 
'. "" " ,.. 

. '. 

, 
" 

" ' 

J r , 

<, 

{, ' 

',', , 

\ ' . . . ' . , 
, " " 

I, 

. ~ : 

-
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1 ,Subtitle;'C':"'ExemptHealth' Care' 
,,- . . "', ..,' , . 

2 ,',' Org~nizati()ns' , 
l ' " ' , 

. 

I oj' , 
, .... " , 

.. ',." 3 'SEC. 6301. TRiiiATMENT OFHEAL~ .INSURANCE PUaCHAS-:, 

, I . . . '. .4 . , ING C'OOPERATIVES. .: ' ' 

" \'6,TAX.-'' 
.'. • • I • 

7. (1) IN GE1\'ERAL.-,',Subsection '(c) 'of, sectio~ ~ 
, "' , 

," \,' .", ' , " , 

8 501 (relating to exe~ption' from tax on corporations, 
I " , ." ,'. '. ~', 

, . ' \.' .,' 

'9 "" certain trusts." etc.).' is amended by' adding at tneend 

10 'the following new par,agraph: , .. 
\ ' - ., 

.~ , 'll .. "(26)(A) Anybealth insurance purchasil!:gco-.·' "" " 
/ 

12 , 'operative described 'in 'se,ct"ion _-'--_____.,of the ' 

", 
" 
13, 

, Health Reform Act. 
" , 

" ' 

14 " , "(B) Such' a' cooperative shall 'pot "he ex~mp,t " 
, , 

" . \ ' "'," - ' . . , 

15, , , from taX, pUrs,uant to ,any provision, other than this. 
F,' " 

16,. ',. 

17 ,. ~'"(C)" Such ,a"eooperativfsh~n not be exempt' 

18 from, taX 'unless-', " 
¢ • ' • 

19 "(i) no parto~ the. net'earnings of such co-' 

20 , , operative, inures,: to 'th~ benefit" o{ any private 
, • . . ' I . 

,i 

21 . s,ha'~eholder or individual, .: 


22 
'. 


,: " "(ii) nQ s~bstantial part of the actiVitie~ of ' ' 
'" 

23 :, ' such'c~I?erati~e isearrying on',propaganda, or 
" :. 

24 /", . 6th~rwise, attempting, to "influence~legislation 

, , 
\ / " 

, " 
\.: 

September 16, 1~94 (3:18 p.m;) 
I. "" • 
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, l" , (except as, otherwise provided in subsection '(hH, ' 
, ' ,-; , 2,' '{ind 

I, , 

, ,3 :'" ,; ~'~(iii!' 'such'c~QPeratiye, does not participate, 
, . . .'~ , 

., J ." " " ' , , . 

4 ',in, or',intervene in (including, the pUblishi'ng or 
• - ..' 	 I. 

,5 distnbuting, of statements), any political, cam­

,1'6', paign ,on behalf pf: (o'r in'oppositIon to) any can-, 
. . , 	 , ,. 

/ , 

" , dldafe for 'public office.'" ,',' " 
,7" 

:,8"> .. ,(2)CERTAlN PRO'~SI~N~ APPLICABLE TO OR-
". ' 

, 	 .",. 

9 GA..\11ZATIONS : DESCRIBED IK ~SECTIO!\ 50i(G)(3} MADE 
• 	 ••" • I • 

]0' ,APPLICABLE TO 'PL~RCHAEHNG COOPERATrVES~'-'Sec-' , 
" t~I",· :~. . ,'. . .) 	 • • -. 

,',11 tion ~501 is amended ,by' redesignating subsectioil (0) , 
',\ ' , • :' • "'., I I 

,,12 ,',' '~' as 'subsection '(p);and bY(lm;erting after subsection, 	 , , 
, ',' , 	 • >­

)3-	
,W I: . .' . . . . ~. , ! , • , • ~ 

I ' 

, (n) the, follo\\ing ne,,> subsection: ' 
f ' 	

" r 

14' '''( 0) 'C~RTAl,N, 'P~OV~SI~NS ~E 	 TOAPPLICABLE 
,,; ',' '. 

, i , 15 .'ImAI/rH INSURANCE' PURCHASING ,'CObPERATrVES;~A~ 


i6' ,healthmsurance purcha~ing coo~erative described' in ,slib-' 

. 	 , .'.' '. . ' .' 

-.-/ .' , 
17 section"( c)(2 €D shall be freated~ , , ' ' 

, , .l,,' 	 , ' 
I ' 

18 "'(1) as described in, subsection': (c)(3-) ;fQr~ pur~, " 
j ,." 

. r; , ' 	 ,'/: ' " I, ' , ' , "" ­
j

" .. " ,19 " poses of. applyil1g subsection (h) (relating to,expendl­
, 	 ' ..' " 

',20 ',tu.res ,by' public ch~rities ,t~" infl~~nce ',legislation'), 
J/ , '" ,\ , , 'I , 

" ~ "", ,", ': ,','.'I, - , ! ", , \ ! :, ': • . ", ,. 

21 	 , ' section' 4955 (reh:tting, to taxes on ',poUtical'~,>q>eIidl-
',' " • '. '::1" \' : .,'. 

. ,/.22 	 ,tu~es 'of section501(~)(3) o~ganizations)" and sec­

ction' 495'8, (relating;to pri~ate lllurement); and 
. ,'" 	 " ',' " 

,:' ,24,', ,;: ','(2} as d~scribed in subsection'(h)( 4):":' ',; 
" • " . " ' • • I.', • ~ • 

.\ '. ' ~, 
" , 

/' .' , , 

, September 16.,1994 (~:18 P.rn'.) , 	
, 
, 

,", '.-:" 

'/ , .,f', ' " 
, , , 	 , ,.,-
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0: \ FRAlFRA94.47S , STAFF DISCUSSION DRAFr ' S.L,C, 

; >. 

: 1 ,',,' {b(EFFECTIYE DATE.-':The' amertdinent~' m~de by 

",2 tIllS section shall take ~ffect on the date 'of the enactment' 
,.f , 

'3 of this Act. 
, " 

,j 

4 ',SEC. 630.2. ',TAXEXE:MP'J.'ION FOR mGH·RISK INSURANCE 

\, ' 

POOLS. ' 

Subsection (c) of s~cti~ri501 (relating to: list 'or.: ex- , " , " 

" ' . . ' . " 

'j ,7' , empt'o'rgamzatioIis) 'is ':a~erided byad,ding, at theend~ t.he 
• , '. \ ' ~. ' .." ff 

8 'following'newparagraph: .:': 

\ 9' "(27)(A)1nthe case oftaxable;yearsbeginnin~ aft~~, 
". , 

10 :J?eceinber 31, 19~-9, ~1I1d, before, Jan{I;;lry 1,1997, a qu8J.i~ 
. ,. " I, ' I '. , .', _ .' 

11 'fled hIgh riskh,ealth ~nsurance pool. , 

12' ',~' '''(}3) Fo~ p~rposes of~ubparagraph (A), the ,term 

13 ' 'qmilified"'high' risk, health 'msurance' pool' nieans,an
" ..-. I ' 

14 entihr-'- .. \., . 
, ' 

15,' 
/ . 

'''(i) which 'was established by a State or politi­

16", ca:IsubdiVision ;the~eof tQ provide" 'health" ins~rance 

, 17: ' : ' on ,a: 'nonprofit, basis 'to' persons u,?able to. obtain: 
II ,"\ 

, '18 health insurance because 'of: health conditions,: 


, ,} 9 :' " "(ii)witb resp~ct 't~ which the State ,orj)olitical ,','

." ' . 

, , 

20;' , '" 'subdivision-' ' 
'.. ' 

,21, ,', ,'-, "(1) particlpatesinth~ ongoing g~ve~ance 

22 " of. the entity,' anCl, 
F , 

I , :23 ' " ; \ ,."(ll) subsi~es directly, or indir~ctlythe ' '" " 

J , 

24operatiori of the, entitY, and 

\, ' 

, September 16; 1994 (3:18 p,m,) 

/ . . '~ , , \ ' 

/" 



. 'I' , '. ,.." . , 

.. 0;\FRA\FRA94.478 .. , . STAFF DISCUSSION DRAFT, S.L.C.· 
"'/ ". 

6 

. I , . "'rlC-4 " ; 
.. "" " ',. .., ., ,;'., . , "1,' , '. "(iii) no part of the net earrungs of which inure'. '" 

" . . . 
• , ,'... " :.' " " ( " , ,; , " , ,~ . I ' " ( i ,' .. 

2, to the benefit of any prh>ate sharerlOld¢r,member, or : ", 
. ." " '~, 

'3 ,individual.','". ",! 

, , 

'4 . SEC.· 6303.' SPECIAL RuLE· FOR DE~RRED, CQMPENSATION 
" . 

5 PLANS OF,FERErl" BY CERTAIN'"SECTION 

, ')'.''\ . 

'7 (a.), I~GE1\'Eilli.-'.Se~tio~'457(~) is, ainended by. , . "\., . \'.' \" 

, 8 . adding at the end the -follow~n.E new.paragraph: .,' ", 
,,', , ",< . : .. ' ~ ,.".... . ," '~\, .' , ' . ' .' ." .. " 

9 ' "(14)' TREATMEKT OF ,EXCESS BE~EFIT :AR­
" I 

.... , ~ '. 
I

,,10:- ,,' RA.1\'GE~:IEKrS, OF: CE,RTAIK. SECTIOK ,501(C)(3),ORGA;' , 
.: 

\ '. . " ~ . , . " '. :' 
! \ , 

11 ?\1J.ZATIONS.-· _ 
,~, ' . 'j " , '\' 

. ,­12·" ,I ',"(A) IN" G~~Efuili.-,'In:'thecas~' of an indi- .. 
.'" I ' 

',.13 vidual who 
'-

is 
. 

a member of a group medical 
. ~ , . • ".'. r" " \' ,~ " - , 

'\ ­•·.p!acticew~ich,: is' ¢Xeniptfrom t~ation un(ier' 

15 ',~ " section~50i(a) and whichisdescrlbed in s~ction 

'16 ',' """50i,(~)(~),and'whois a 'participant i~'a:n elig.i~'
. .' . -" ..' . 

, 

"17, ';'ble' defe~ed ~6m~ensati6n' plan Iriaintruned' by" ,', 
. , 

;,18 such pr.actice which is' an',excess benefit -plan-'.• '" 
, . " ": i. " '~,,,' :./ 1, '~\. • ',\',' • , -'. 

, .," 

19 " ;.' ,- ,"(i) subsections {h )(2) and ( c)(ff shall . .. , 
.',: " . 

20 ; : b~ applied' by, ,stibstitutin,g, '$25,000' for· 
'. 1 ' , , 

, ,.21, " ,"$7,,50Q', 

" , ' \ 22" , "(iiJ subse~tion (b)(3 )(A) shall be ap­

23 plied' I :by. "sub~tituting' '$~5;OOO" -' for, .,' 
'\ . ' '. . .,' 

24 ..'$15,000'; and 
/" 

25:, , ','(iii) subsectio~ (c)(2) s~ail not':apply., 

I' .'" 

, '., . ' . ..", 
, , 

{ .'y .' 

i ' 
i, • 

'. , " 

september, ;6,1994 (3:18 p.m.)' , .,£;......... r,
\0 ,?V. I i· . 

" .' 
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. O:\FRA\FRA94.478 .... .. ' , '. STAFF DISCUSSION~DRAFT 	 S.L.C. " .. . \" . , ..... ",; 

V1C-:-5 .. 

\ 

" . .' , ' "(B) EXCESSBE!'\:E,FIT PLAX .~For p~r::­1, I" 

2 '. poses of· subparagraph (A), the term' . 'excess 	 . ,: ' 

/ .. ' ... 3 .' benefit 'phln' means a.' plan> (o~' separable 'part, < . . .. 

4'; thereof)\\rmch is' maintained . by.- an employer 
. \ , • . ,i'" ~, .• '" .! t'. ~ " .: :.,. , • ',. • • 

solely for. purposes of providing benefits'for'cer-:­5 
- I 	 • 

6.­ tain .employe·es. in . excess of, the ,limitations' .on 

'7~ " .~ontributi~~s and 'benefit~ imposed.hy .sec~ion,.. 	 . 
.' " . . 

, '. 
. 8 415." . 

. .' . , .., . 

9 " (b) EFF~CTIVE DATE.~rhe·,ainendinents "~ade 'by' , 
, , . . . ' 

, :" . '.,".': ,j ,;: . '. '", 
I,10 this section apply to taxable years beginning after Decem- , 

':' ~, ' 

·12 SEC. 6304. TAX TREATMENToF 501(c)(~n BONDS SIMILAR To 
,~ 	 . " 

• '. I

l'3 . .' . GOVERNMENTAL BONDS~" 
I . - , . , 

14 "(a)' IN. G;ENERAL.-''Slib'section (a) ~of' section ''150' (re- , • 
, ' • 	 • , ~. c 

1~: latingto d~finitions and s~ecial 'rules) is ~mendea by strik-. 
.. ' . '. .'. " ' ',' . .. 

16 ing paragraphs (2) and (4)", ,by-redesignati~g paragrf:lphs' .. 

17, . (5) and (6)a~ p~ragraphs(4) .and (5); ~espectively, and'.' 
. " . ' ';'' . \. ' 

.' ,J' " ,:.~. : I ,.- , . '. ,',,, . ~ t'.' " • .: . ( . '., !' 

1-8 :by inserting. ~fter p~ragraph (1) the foilo":ing' new para.; " 

. 19 graph: / 

. 20' ""(2) E~MPTPE'RSO~.-'~ '., 

21 ""(A)lNGE?\~RAL~-The'term 'eXempt per- , 
. '" . , 

, , . 22 son' 'means-' '.. 


, " 23 "(i) a gov~rnmentaj unit: or .. 
 " j. 

l " . 

,'. ' .. ' 24 . . '. "(li) a· 5Q1(c)(3) .org~niza~ion, . but, 

25 only with respect 'to its: activities which do ­
., , 

" . 

http:imposed.hy


J 

O:~FRA\FRA94.4,7.s ' " STAFF DISCUSSION DRAFT " S.L.C. 
, ' , "VIC-6 

'i' 
" , ' \ 

1 	 ~o,t '~6nstitrite unrelated' trades or busi·', 
" , . 

2 nesses as ,deterhlined~ by I applying section 

3':: 513(a). 

':4' "" , ' , "'~'(B) 'GOYER~l\IE!\TAL' l"!\IT' t'OT TOIK· 
\ 	 '. ., 

.5 
:. \ 	 ; "' 

. ." I .• " . , , " 'J . \ 

'6 , "governmental uillt' does notinclp.de the Uillted" 

7., , States or' any agency o'r instrumentality ther,eof. 
" " : :"',' I 

" 8 " " , "(C) 501(c)(3) oR<JA...T\fiZATloK.-The tertn~ " '.1 " \ " . '. . '.' " . 

; ""'9 i59-1(c) (3) 'org~mzation'me~~ any org~Iriza,tipn' ", 
, , 

, 

10 , 'described in, section 501 (c)(3)' arid ,exempt from, 
, , 

. . ' '~-' , 

11 tax under 'section 501(aY:'"
.' . .' . 


'~," . , 
 '12' , (brREPEAL OF' QUdWIED 501(c)(3) 'BOND DES·' 

/13 IG~ATIO!\.-.Section '145' (rel~ting to qualiped 5Ql(c)(3) 
, . . . . '-, .. '" , .' ( \" \' " , 

" ' ,'14 bonds} is repealed. ,:" ',; 


, 15, (c) CONFORMING AM.:E~TDMENTS.-, ' 

, 	 . " , 

16' 
, 

(1) 	 Paragraph, '(3) of' section 141 (b) IS, ,', 'I 
, 

,17 ,~Il,lended- ' 

" 

18 '(A) by' striking ,"governmen.t ~se" in sub~" 


~ . ' " 	 .'J, 

19 , ,"par~graph' : (A)(ii)(I) 'and subparagraph (B)(ii) 
, , , . ' ~. ' ! . >," ;,,'. . \~ '. . -.... 

20 
.: 

, and ~nserting "ex~mpt pEn:son use", ' 
, ,j 

;21 	 '(B) py'strikIng ','agovernment'use" in sub·, 
, .. .' , I '\ " • 	 \ 

''22 paragraph (B) and insertin,g {~~nexemp.tperson 
" I I ~' . • " :- \, - , . I 

23 
, \ ' ' 

.,' . 

" 

", 	 .;, ' '.'~:"'\ f;,.-:­
, ".~ 

, , 

http:notinclp.de


.,. , ' 

O:\FRA\F'R!\94.478 ,STAFF DISCUSSION ·DRAFT 	 s.Lc. 

'··YI~7. 
( 	 ". 

(C) bv striking 	"related business use" in " ' 
.. I., ," •• 

, I.' '''', - : ~, .', ' , ' , , ' . 

,2, ,', ,~. subparagraph CA)(ii) (II) and stibp~ragraph (B) , 

, , ~nd inserting "reblted privat~ busine.ss use"",.' ' 
, " .' , ", J' ".' j .' • , ' 

'(D) by s~ri,king "RELATED BU8I!\"ESS: USE" 

, , r',in the heading of ~ubparagraph (B) andiIis~~~.·, 
" , , '1,1,.', "'.'" . 

ing"RELAT~P ,PRIVATE BUSINESS USE" , and 

•7 	 (E1 by striking "GOVER!'<.rMENT .USE", in the 
" " . '" 	 . , 

.. '\ 

8 h~ading thereof am! ins~rt.ing "~MPT' PERSOK~ 
-' , .. : J ," • , , " • : ' 

, ,f ~ 

'9 	
" 

10 '(2) 81ibp;lragraph~ (A)' of section 141(b)(6) 'IS' 
" , 

, I 	 . }1 arnende:d by ~triking "a 'gqvernm~ntal: ~t" and 'l~-' ' 

, 12, : ' serting"'~n ,~xempt person",' , 


' .. ,,: . , .' , 

1~ ,(3) " Paragraph . (7)~f' section,' '141(b) ,IS 

, '14 . amended~.,,' 
, 	 . \ ' 

, , 15 	 , (A) . by'striking, "governinent use" 'and' iQ.­
• 	 .' '. .f' • 'I, 

'1'6 . 'serting ~'exem~t perso~u~e~', ,and 
I,' " , ", ; '. • '",,', 

17 l, ' (B) :bY st~~"'GoVERNMENr' USE" iri 	 " 

, ' 

f8 . ,,the'; heading there9f ,'and 'inserting "~~~1PT 

19 PERSON USE": 

(4) Section 141(b) isamend~dby striking ,para~. ), 
I . ',.',1 ", ", .-.. .'(. ,-r 

" 

. \ . 	 21 ' : graph; (9). , " .i , , 

22 ," (5) Paragraph (i.) 6fsectiop t41{c) is -ame~ded 

23 -by striking, "governmental units'; ,andht~ert~g "e~- ' 

24 , ,emptpersons". 
, ' I 

! , ", \ 

!, , 
: ' 

'''', . 

September 16, 1994 (3:18p.m.) 

http:busine.ss
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" .J 

.\'10-8 ' 
'" . 

I,;(6) Section: 141 "1~" amended by ,rede~i~ating , 

'subsecti~ri> (e)' ,as 'sub'sectiori, (f') ,arid by" inseqing, " 

" alter subsectio,n ~d) the,J?llowing new, subsecti~n: , "I 

\ , 

, , .,' '. ' . f' . :' . '. • . . . 

'. '''(e) CERTAl.K'Iss'CES USED To PRovIDERESIpE.K-' , 
, ., ' 

" ... , 

'l 

,g,. ' , ,: 'vate a~t.ivity ,bong' inch-!qes aDybo~d, iss~ed a~ .part. 'i 
." ",", • " ) . '." ~,', , ~,I • I ,- "~ I '.: 

, 9,' ',,\ 'of an iss~e,-ifa~y portion' of-the, net proceeds of: t,he 
. • "" i ." 

, ~ 

, to .is~ue ,ate 'to beused:',( directly' oripdirectly) by anex~. 

, 1''1, \' ',emptperson ~escribe&.in s~cti6n;150(a)(2)(A)(ii}to 
, .. , ",' I'" \ • " , • • 

.. " ' , .', , ',.. .'. I "" . . ,. ~ ,1. . ,".,. '" 

, 12· ,~' provide, residential rent~lpropertyforfamily 'U.nits., ;,' 

" • ',,_ : _ , " • " r :..... , ? ,'\ .', :/ " "

/ \ . . . j '.\ I.. '. .

13 ,.L ,T~s ,paragraph shall 'not .,apply 'if' the, bond. wo1ilq ., \ 

, '- . ~" ." - ',' -. ',,-,,', .' 

'14",. not-be ,a' pri,vate'activity bond .if the section " 
. '., ' , ~,- , ',J' '; ~- • 

15 ' ':SOl(c)(3) organiz~tiori were' not' an exempt person.' 
.... I ' ,'. :.' I 

, . '. ! J , ',' ~ ''". • • ~' '; \' 1 • • . • i ', ( ", .. " 

.', ,16 "(2) EXCEPTION FOR BONDS USED TO PROVIDE,'I " ' . , , \ . 
" ' 

l 17 ),- QUALiFIED PR'OJECTS.-.' 

, .. 18 . , Patagraph Ctfshall.not apply to any, bond issued as 
, , f' . '. " "'" ',., 

.. " 19~ part ~f an' issue if the,:,portion,.of· sUch issue whlch.· .. -\ .. 
1 .' / .' ." 

. "", 

. "·20, is tQ· be,ilsed a:~ described in paragraph (1) is, tO'be 
. ,I' \ ' , \',., ' I 

21 ' , use~' ttq)roVid~" , ' , ',' "':', ," '. , 
! ' .' • .t, '.' ,', •• I 

'. ", 

22 .. ' " "(A) a residelltial renial property for. fam-, .' 
t' ',) , . . ".' • " , I. • ~ . ': ~ . : .,' " ", :' _ ~ .,. , 

. ily units)f the first use of such property is 'p'Qr- " 
" ' 

, "i' \ ' 

,',' ' " " '24' " . ~alit t6'suchissue,,' , 
I' ",'I ' 

'. 'I 

, \ 

, , I' , ' 
. I , ,:... . ~', . '\ 

, '. }'. / . 

"(1) IN·G'E~";EML.SExceptas.prm~de(I'in par?~ , 
, ,-:):' , :;, . ~ 

I ' 

. Septem~r 16; 19~ (3:18 p.m.)' ,". " "f' "[-;3// 
, ','': .",', I,' I , 

i; , 
, ;'. '" 

, , ... ," 

23 

http:the,:,portion,.of
http:escribe&.in


" " 

. \ O:\~RA\FRAs4~478 '. STAFFriISCUSSI()~ D~: , . 
I:. . ... , 

:,~VIC-9 .,'
\ \ 

.'.1. . . "'eB) 'qu~iified reisidenti~l re~t~i, projects , ' 
""', 

. \ .. " 

2 (as' defined, i~seGtion' 142 ( d) ) 1'. or . , 

'. :3 
, " I" ! 

': . ~'(C) property. which, is to 'Qe substantially 

'4 ~ehabilitated'in,:~, rehabilitatio~, beginning ''"~th- • 1, C 

. . ' . .~. 

, s. . 
, ' . in' the,' 2-y~ar .periodending 1 year after 'the 

, ():, ~' '_ date 9tthe acqtrlsition ~fs:U,c,h prope~y. .' 
; '." . . ',,' , .', : 

,"(3) ·SirBSTA.l'\TIAL 'REHABILITATION '-'.' '" 
, 'I 

,- ';(A) IKGE!,~JUL"~>;cept as provided'in , ,,' 
," : "",,"/'.' .' " ",' ': .' (" ,." " ,-' .'. .: " . J . 

,"9 ',' ,"'8ubpar(lgraph(B), rules sinilla~ t6therules of 
.\ <"..- ,'., , 

,10 "section '47(c)(1)(C) 'shall apply in determining' ' , 
. \. ( ., : . .; " . "~ , ';" \' . .' 

11" for p~rposes',of. paragraph: (2)(C) whether pr~p~. 
.' ' f r , .._' t" • 

I 

12 ~,~Y is substantiallyr~habilitated. " , ' 
" ,} 

,I .' ..' . 

13,. ."(B),ExCEPTIOK.-For, purposes "of sub­

14 'para~ap~ (A), clause (in of section 47(c)(1)(C) 


. :, :.15 shall' pot' ap.ply, but' the" Secretary' may extend ' 

. ' \' . ~ " , . 

16 
. ..' '.: 

17, ' , ' where. appropriatedu'e to' circumstances not . .' ., . 
, ' , 

.18 '" within·the control of the owner. ' 
> :. 

19 
, 

'. , "(4) . CERTAIN PROPERTY TREATED AS ·:t-.~w. " . 
, ;1 "\ , 

;: .20. PROPERTY.~Solel~r : for purposes" bf d~ternrining 
) 

21 .... under par~aph (2)(A) whether the 1st use 'ofprop:' 
. -.~ '. !. ~. ." '< • ' • \,,: • 

., . " I I 

22 erty is pursuant to t~-exempt fin an cing-.' .' 
-

. ' '23 '. '.'CA) IN GE!\TER.A.L~-If~ .' 
I. . ". 

.' I 
, .t','.' " . ' ,,' I, 

'24. .. ','(i) the 1st use 'of property is pursu-: 
-, . ':" . 

. ' 
~ 

>,' • 

'25 . ant·to t~able.finaricing, 
, 

.. 
, . " , . ' 

\' 

, , 
" 

. f \' 

. ~.' 
,,' , 

, September 16, 1994 (3:;8 p.ITl.) 
. • J • ·'P3j.: 
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'STAFF, I)ISCUSSION DRAF'I' , 'S.L,C: , 
" ,', , /'\7J,Q;..1 0 

, t 

,I 	 , '!,(ii) 'there "'as ,a reas6nablee~..pecta7 
~ , ' I , ' ' ,I r. ~', 

~ ", .' " 	 . .. " 

1 :' 
,2 	 tion '(at-the' time ,such taxable" financing, '.' I 

• 	 r " " 	 I'"~ " "",', ':." ,: :, ,,' "'"',, ,', " ' ' , 
, 	 ' 

3' ',-'::" , v.'as provided)' that :suchfinancirig'would be, ';' 
,I 	 " " .,",; " , ' ',. 

,4 } , 	 replaced \)~ tax-exempt financipg,' and,: : 
',. , 	 ' , 

5," ' 	 " ~ '(iii) th~ t~ble fi;~anci1;lg <is, in' fact 
, 	 \ .,'. . 

, 	 \
, ' 	

"6'
" " 

. s~ ",repla:ced ";witip'n \ a' ,.reasonable peno~, I, 
. I ,',' 	 • 

. j', 

'''7, ' ','" ,'after'the taXable fi4lincing ,,'astproviaed, ' 
, /, 	 , ( , ',l , _. ' ".',,""",',' , ' "~ . ~ , :.-. , ," 

'8 , , thenthe 1st. use' oLsuch ftroperty $hallbetreat- '< I 
", 	 I .. • • 

9 ~". "ed a~being \phrsu~n~ ~o ',the ,tai.;exempt ,financ- , 
, 'v , , \ . , . . ­

." , ;, '/ .. ", 

, ! 
10 mg. 	 " ,I 

11' I 	 " "(B) SPECIAL, RpLE \\"HERE NO OPE~T-
, 	 ,'I ' " \' 

12, ' I ING STATE <?,R LOCi\L PROGRAM FOR TAX-EX­" 	 ' j 

'/ 	 ... \ 

13" \ " :.. ' ,'EMPT FiN~""l'CING.-'If" at. the time 'of th~ 1st 

,14, ,"u'se of prQpertjr, .there ·was ~o operating, Stateo~ , 
t I 	 •• 

, 	 !,' 

, 	 I15- ,loe'al progT~m'for, tax;.e~empt fih~ncing, of the 
t " j , _, " J,' . , :' , , 

, 16 '. ", -,' prpperty;ili~ 1st ,use:of the p~operty'shal1'he' , ' 
, \' 	 \. .! " .,,' .:/, . , \ 	 , , 

, J') . 'J I

, '17 :'treated as pursuant to, the Ist,taX:-e~emptfi.-
, " 

" 	 . 'r 

18, ' . nancing of the prQperty.'·
" 	 ' , 	 , 'j' 	, , ' ., . 

"\ -, ' 	 -, -.' -, ',' ". 

'" , '''(C) DEFIl\TJTIONs.-ForpurpQsesof,this'
.-,~ , , 	 ~ . . """,' '. ' .. ' , 

,i, .. 
, 	 ! \ 

20; "",' paragraph~: _. 
~, ,,' \, ), 	 y ,., 

:; 	, " . '.
2'1 ' , ..' "(i).T:A.x:-EXEMPTFINA.~CING.-,The . 

, , 22' 
, ' 

tehn 'tax~exempt financinf:( means finane- . >.~, , _ • 1 • " ' , , 

' .. " 

·23 - ' J' 

-', ..'l,;,' 
: 	 .,,' 

, , , 

, 	 ( 

-, , 	 ;. , 
~, 

--, 
, ,j' 

.. / 	 ' 
, , 	 , 

. , ' 

. , :" 

, September 16" 1~ (3:18 p.m.) 
, 	 I, 

, ,. 

-
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. " .. 

VIC-11' 
",: 

1'" . "(ii) . T~XA.BLE .... 'FIXA:..'\CI~G.-The 
'1, '/ ' 

, ',' term i 'taxable financi:n.g,' means' financing 
~, \ \ \ , • I ,~ ~. ~ 

'3 which is no(tax-e~emptfinfincing." , ' ',. 
" " 

4' (7) Section ,141(f), as' redesignated by 'para­

.,,5·· . ·graph ,(6), is 'amended-"... 
" . 

'6 . (A) by adding "'~r" atihe end of subpara~ '. .'.' 
I '. 

" . " 

i . 

'f , ,/.', 7' ' graph (E), 

, '8 ,(B) by strikiqg ", or" at the· end' of sub- . :.: 
, . ' " . ...... i' 

9' / . ,paragt~ph(F), ,'and, insertin'g inlieu"th~reof a 
j • ' ',' • ; 

, 10 . " .' period, and· 
. ' ' 

.' 
" 

~11 " (C) by striking, subparagraph (Gf 
, :' .' ", ." '. .'"/'..' 

1~· .. (8) The last . sentence ' of section 144(b)(1) is ' ~. 
, j '" 'I. 

:13 '\ am~nded by striki~g "(d~termined". and all that fol- " 
. ". I' 

\ .
14 . lows to the period; 

.' 

, 15' . ,(9) .clfiuse'(ii) . of. se~tion< 144(c)(2)(C) is 

.' 

i 7 '. ." serting::" an ~xempt,person'?.. . 
, 

.. , '. ." I ". I \.: . 

'(10) Section 146(g),\iS amended-'. '. '.\ ' 
. .' ," , '.' • \l . 

19 ,(1\) .by strikin~ paragraph-(2), and. 
••• 1', 

.' " ,20, ., '. ':(B) bY"redesignating the. rema~ningpara­


" 21' " '. graphs 'after. paragr;ph:' (1) as 'pa:ragraphs(2). 

, . . \ '. '/ 

. . ' '. ." .. ' "," ".-" 

\, ,22/,' and (3), respectively.. :'" . " 

i ' 

. , '.r _ i r ,~ . 

',23 . (11)~, !he;' h~ading, . of '''section .·I'46(k),(3) '. IS ' 
" 

'24 ,', . amended by striking' '.'GOVE~NMENTAL~': and ins~rt~ 
, 

25 "'. ing .~,'EXEMPT PERSON"', 
',' , 

i' 
~ ," , , 
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. 0: \ FRA\FRA94.478 STAFF'DISCUSSIQNDRAFT ' 'S.L,C. ' 
'. , '. .' ~..' . J. 

·','1 ,.' " (12) The J:reading"of section 146(m) is' am'ended \ ,', 

) 1 . "/", 

'. \ ,2, /, by striking' t~G()''ER!\ME~T'': RI1;d inserting "ExE:M·PT. . 
. . . ., , ",' . . !'.. 

· ... j 
, . 

, ' 
, I.' 

': 

. /' . 4 . (13)' Sub~ection :(h) ~f section' .1:47 isamendeq.:' ..•. 
• I, '. 

. \:

5 tp read as' follows: 
./ .. 

. 6 '.' "(h) CER/rAlN RilLES: NOT To APPLY TO Iv.i'bRTGAGE , , 
I ' .... ' ' '. . .' .' . I . . ,~. 

? : ..RE~1ENUE.Bo~~s .. ~"l)'QUALIFIED STUDENT' Lo~~ '., 
, " . . . . '. : . . I 

. 8' BOND8.-Subsections (a), (h}, (c)" a.~d;(dJ shall 'not apply' 
. , ."

i .. 

· - 9. 'to. any qualified m6rtgage bond, qualified ~etera~s' :mort~ 
.<', .: :".' " .', '., "'... ".... ,.. ,' ",' ',', ,,", 


10' gage bond,' or qualified ~tudent loan bond.", : 
... v:. . ", .. . '/, '. ~. ) 

11 ,(14)Sectioil'147is 'amerid~d by striking p~ra;"., 
, . . ~. .,' , . , ' ,..' . 

-' L • <.', J .. " • ..' ,.' " 1 

:12 
. 

," 
" 
graph (4) ofsubs¢ctioii(b) .and redesignatiIigpara- " " 

.' ,j. . graph (5) ofsU:c}.}:s'ub~ection a'a paragraph (4):"1 
\ \ l ' •• ' ..._ " ,,' ," , 

14 
, 
' , '(15) Subpar~graph CF)'of.'s~ctionI48(d)(3) is· 

'. , 
, I 

15' ,,' . amended­
" .. I'L. ",', '. , 

,16 {A) 'bystr¥ng ','or· lvhichis aquaJi~ed '..' 

· 17' \,';' "', 501(c)(3):ho'nq";'an¢l; . 
, 

... '1 1_ '. 
, , , 

. ' ,',18 , :i ' '{B): by ,st~ng . "GOYERm1ENTAL, 'USE'" 
, . P, 

" , 
, ' , '."

.' 

'. " 19 ' " BO!'-.1]),S A]l.l)'QUALrFIED '501(C)(3)" iIi the heading .' , , 
'," '.' . ',.....,., 

. '\ ,:' .... ' ." ,"",' ", ' . " 'iI, " 

, ....' , 20 . thereof and inserting "EXE~T ;PER;SON"..; ': . . 
, . ",r .' . ' . 

21. . (16) Subclau~e "(II) of section 148(f)( 4)(B}(ii) 
'. , ! ! 

22 ~:i~ ame~ded ,;~y,st~king' "(othe:t than a', quali,fied 
" '\ ' \ . . . . '/ .. 

23 '~ ~b1 ( q)(3 ) bond)".··' " 
" " ., .' .'.. . 

': r / 

'.' ,24' '(17), Clause .' (iv)' of ,section .l48(f)(4)(C) ~ is 

25',' a.mended-,.·,. , 
'. ' 

: ..' , 
~ - , 


" J 


,i 

.' , 
.\ ' 

'. ! " 
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