O:\FRA\FRA94476 -~ = ;- STAFF DISCUSSION DRAFT | ©tsne
BN (1) by stmkmg “67 5 cents (56 25 cents on plpe

2 tobacco removed durlng 1991 or 1992)” and msert-
3 - mg the amount determmed in. accordance Wlth the A )

Re 4 followmg table and EEEE _ } : o
5 : (2) by addmg at the end the \follovmng ‘ T

~

“Inthecueofpipe tobacco removod— < oo :‘ T:&i:?r’iff —_

- Afeer July 31, 1995 and before Januaryl 1997 i 81107
- During 1997 e cereriae e s e sane .. $1.38
During 1998 ............ I ....... ., $1.66 .
. After December 31 1998 ..... - - $1.94”
‘ ‘6.,? . (h) APPLICATION’ OF TA}; INCREASE TO PUERTo C
o o RICO -——Sectlon 5701 1s amended by addmg at the end the, S
-8 fo}lomng new subsectlon | T
9 | “(h) APPLICATIO\"OF TAXES ro PUERTO cho—”
N - 1.10 I\#otmthstandmg subseetlons (b) and (c) of sectlon 7 653 o | '
. S 11 and any other prowsmn of law—— - o )
12 “(1) IN GENERAL —-On tobacco products and }'3 j

13 s elgarette papers and tubes, manufactured in or im- |
| \1'4“ o ‘ported into the Commonwealth of Puerto R.xco there : '
) 15 : '\:‘Axs hereby 1mposed a tax at the rate equal to the ex- f -
j 16 ' '_cessof——~"', - \ . , i \ ’; |
17 A the rate of tax apphcable under this
18 l"sectmn to hke artlcles manufactured in’ the"'l:._'?» o
' 19 o : Q‘Umted States over - ,' : f B SR
| '..:20 S “(B) the rate referred to in subparagraph L o
’ i. ,2’1_ | ':}_‘ - (A) as m effect on the dav before the date of o
| . i N 22 ? o the enactment of the Health Reform Act o

. ’ . . P
/ . - . LN

© September 16, 1894 (316 p.m.)
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a “(2) SHIPMENTS TO PDERTO _RICO FROM Tm::_' e

LY\*I'I‘ED STATES ——-Onh the rates of taa m effect on C

3 'i"‘the day before the date of the enaetment of the:
o ’Health Reform Act shall be taken mto account in

/ deternnmng the amount of any exemptxon from or |

| :eredlt or. drawback of any tax unposed by th1s see“l
o ?t1on on- any amcle shlpped to the Commonwealth of : Vv
Puerto RICO frem the Umted States

© .0 N U R W

" “(3) SHIPMENTS FROM PDERTO RICO TO. THE e ,
- 10 UNITED STATES ——The rates of ta.x taken mto aé
11 - 'teeunt under sectlon 1 6:)2(a) mth respect to tobacco
5 B 12 o “. products and c1garette papers and tribes” eommg mto - § |
= y 13 | 'the Umted States from the Commonwealth of Puer-.‘ } .
14 to RICO shall be the rates of tax in- effect on the day\ |

‘- 15 R v.before the date of the\ enactment of the Health Re '
o016 form Aet | o o

17 - “(4) DISPOSITION oF REVEN”UES " 3
| 18 . 'ysmns of sectlon 7652(a)(3) shall not apply to any " L :
\ ; 19 - " tax 1mposed by reason of th.lS snbsectron | V | "
*2\\0“’.1 (1) EFFECTIVE DATE -—-The amendments made by - |
. 21 th1s sectmn shall apply to artlcles removed (as deﬁned m .
22 section 5702(k) of the Internal Revenue Code of 1986 -

©23 as amended by thxs Act) after July 31 1995

24 (]) FLOOR STOCKS TAXES.—

September 16, 1994 (3:16 p.m). .
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( ) IMPOSITIO?\ OF TA'A —On tobaeco products- :
- 'and mgarette papers and tubes manufactured m or -
' ’."lmported mto the Umted States or; the Common-
’wealth of Puerto RICO Whlch are removed before any", .
: tax—mcrease date a.nd held on such date for sale by
'any: person there is hereby nnposed a tax in an’
amount equalto the excess of— o g, | .
| " (A) the tax whlch Would be rmposed undera o
L "sectmn 57 (31 of the Internal Revenue Code of "

'571986 on the amcle if the artxcle had been re- -

~ 'moved on such date over

) (B) the pnor tax (1f any) nnposed under
: "_sectlon 5701 or 7 652 of such Code on such ar-

tlcle ‘ S

(2) AUTHORITY TO EXEMPT CIGARETTES H.ELD K |
IN VENDING mcmms ~To the extent prOVIded in-
»‘regulatlons presenbed by the Seeretary, no tax shall_ |

‘ be 1mposed by paragraph ( 1) on clgarettes held for"~ o

: | reta1l sale on any tax-mcrease date by any person

| "A‘;m any vendmg machme If the Secretary prcmdes ) o
| sueh a beneﬁt mth respect te ‘any person the Sec- . ‘

| retary may reduce the $500 amount in paragraph -

3 ‘(3) w1th respect to such person

(3) CREDIT AGAII\ST “TAX. -—-Each person shal}

: be a}lewed as a credlt agamst the taxes nnposed by*

.F

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

. . STAFF niscusSmN nm‘m, S sue
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paragraph (1) on each ta:a-mcrease date an amount |

" equal to $:>00 Such erecht shall not exeeed the ) .

amount of taxes unposed by paragraph (1) on such
: date for Whleh such person is hable o .‘ .
. (4) LI.ABILITY FOR Taa AN'D METHOD op PAY-. o

(A) LIABILITY FOR TAX —-A person hold-

. V.mg any artlcle ori any tax mcrease date to

R

3 - Whmh any tax 1mposed by paragraph (1) apphes

b
©

" shall be liable for such tax.

(B) ME’I‘HOD OF PAYMENT —-The tax im-

fonry p.’..\"* ‘
B e

l [’posed by paragraph (1) shall be pald in- such
: ?manner as the Secretary shall prescnbe by reg—

SR ;ulatlons - B '} oLtk T L . |

(C) Tmm FOR PAYMEN ——The tax nn-'

?m"'.

posed by paragraph (1) on any tax»mcrease

—
~

. ':,,date shall be paxd on or before the date whlch

D—lJ
~00

s 3 months after such taa-merease date e

Sy

L (5) ARTICLES IN FOREIGN TR&DE ZONES-—

,,,,,,

\ Notmthstandmg the Act of June 18 1934 (48 Stat. .
998 19 USC 81a) and any other prowsmn of law S o ,‘

I R S

any artlcle whlch is. located m a forelgn trade zone

IR S

_on any tax-mcrease date shall be subJeet to the ta.xes I

xf 1mposed by paragraph (1) 1f.... ? .,

. September 16, 1994 (3:16 pm) .
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» (A) 1nternal revenue taxes have been deter-
'.-_mmed or. customs dut1es hquldated w1th re- I-L
) .‘spect to such art1cle before such date pursuant.-"» .
- to a request made under the 1st prov1so of sec- | \

" .'-;fuon 3(a) of such Act, or

N

, (B) such art1c1e is held on such date under o

. "the superv1s1on of a customs oﬁicer pursuant to |

, .‘:,the 2d prov1so of such sectlon 3( ) |
(6) DEFINITIONS —For ,. urposes of"j this

subsectlon-— ‘.

jd‘1999

(B) OTHER DEFINITIONS —Terms used 1n,

\thls subsectlon Wh.lch are also used in sectlon'\ |
5702 of the Intemal Revenue Code of 1986 .
R -'».'shall ‘have the respectlve meamngs such terms : B
have 1n such sectlon as amended by th1s Act. -

- (C) SECRETARY —The term “Secretary S

:egate e ‘7 v

S '(7) CONTROLLED GROUPS. —Rules s1m.11ar to |
" the rules of sectlon 5061(e)( ) of such Code shall'- h o

:'apply for purposes of thxs subsectlon

{ N

(A) TAX-INCREASE DATE ——The term “tax _:..,2
g 'mcrease date means August 1, 1995 January -

1 1997 January 1 1998 and January 1‘

means the Secretary of the Treasury or. h1s del- R :
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1 4 (8) OTHER LAWS APPLICABLE -—All prowslons :
: ) 2‘1,::': ,‘of law, lnclud.mg penaltles apphcable ‘Wlth respect to ' -
{‘ 3 ,’ "Yithe taxes 1mposed bv section 5701 of such Code_ ' B
: 4 ».'shall msofar as apphcablesand not mcon51stent with SR |
5 . ."ﬂv‘the prowsmns of th1s subsectlon apply to the ﬂoor -
, | 6 o stocks taxes 1mposed by paragraph (1), to the same
_.“3" 7 o Qextent as 1f such taxes were nnposed by such sectlon o . .;-f -
: 8 “"_,5701 The Secretary may treat any person WhO bore
; 9 ; ‘the ultlmate burden of the tax nnposed by para- - |
10 *. ‘graph (1) as the person to Whom a eredlt or refund,‘. - :
1 1 1" | :'under sueh prowsmns may be allowed or made | ,
| i"12" snc sme MODIFICATIONS OF CER’I‘AIN 'ronacco TAX _ N
13 \ f_, %. o PROVISIONS o o
14 ' (a) EXEMPTION FOR EXZPORTED TOBACCO PROD- o .
f.15~ UCTS AND CIGA.RETTE PAPERS AND TDBES To APPLY "
16 ONLY TO An'rlcnns MARKED FOR EXPORT—'\ ‘. f |
‘;5" ) 1’7 o (1) Subseetlon (b) of seotlon 5704 1s amended'& -

‘ 18 . f '4by addmg at the end the followmg new sentence E
19 ,“Tobacco products and cxgarette papers and’ tubes_"
% 20 "may not be transferred or removed under thls sub- -

. 21\ 4 sectlon unless sueh products or papers and t“bes‘_.ff‘f‘

N

~

22 L 'bear such marks labels or notlces as the Secretary‘ -
| 23 "} sha}l hy regulatlons prescnbe o .
i 24 (2) Seetlon 5761 is amended by redes1gnat1ng

5

25 . '.*subsectlons (c) and (d) as subsectlons (d) and (e)

- ; ‘ S N ;
,"seﬁember<1s.1se}£»'(3;is pm) ‘ o
' ; B ) 77/
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15
o ,-’:;'«'16 shaD

o _5'17 in tl:ns tltle be hable for a penalty equal to the great er
2‘18 Of $1 000 or 5 tnnes the amount of the tax 1mposed bv o

/ ‘19 thrs

.20 and tubes relanded w1thm the Junsdrctlon of the Umted"" .
o 21 States and all vessels vehlcles and alrcraft used in such‘ R

‘ 22 relandmg or in removmg such products papers ‘and tubes; A .
- 7:23 from the place where relanded shall be forfelted to the’: . ‘(
B '24 Umted States ‘ L “

B

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

VIA—-ll

Cat

o 'respecmvely, and by msertmg after subsectlon (b) o
_the foHowmg new subsectlon B L ;.; -
,‘“(c) SALE OF Tonacco PRODDCTS AND CIGARETTEY.\:_;
PAPERS AND TUBES FOR EXPORT —Eacept as prowded L
in subsectlons (b) and (@) of sectlon 5704— |
»d ' (1) every person who sells relands or recelvest o
| ‘Vw1thm the Junsdlctlon of the Umted States any to- o |
a bacco products or mgarette papers or tubes: whzch, . |
. .‘ k 'have been Iabeled or Shlppﬁd for exportatlon under
" this chapter | | f‘
L “(2) every person who se]ls or recelves such o

| lrelanded tobacco products or. c1garette papers or -

T

se}hng, relandmg, or recemng,

in addmon to the tax and any other penalty pI'O’Sn dedf .-

chapter A!l tobaeco products and mgarette papers S

- ;.

STAFF mscussmN nmmr . sLc.,

“(3) every person who alds or abets m such..‘;," |
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- September 16, 1994 (3:16 p.m)

20
\ .o “; L . “For penalty for the 8ale of tobacco pmducts and

3 ¥ ,'..’sectlon (b) or (e)” |

‘:'c} ’:(e)” PR - | | |
| (5)(A) Subpart F of chapter 52 18 amended by e

x ’1»4‘:"°=§F_‘ﬁA\FRé94-4?6“ L smrrmscussrox DRAF'I‘ CosLe

VIA-12

5

Ve

-

addmg at the end the follomng new seetxon

j“snc. 5754, RESTRICTION oN DIPORTATION OF PRE o

papers and tubes prewously exported ﬁrom the Umted .
"States may be 1mported or brought mto the Umted States' L
only as prowded in sectlon 5704(d) For purposes of tlus .
sectlon sectlon 5704(d) seetlon 57 61 and such other pro-'e A |
wsmns as. the Secretary may spemfy by regulatlons ref- ; T
'._'erences to exportatlon shall: be treated as mcludmg a ref-

~erenee to shlpment to the Commonwealth of Puerto RICO '

“(b) CROSS REFERENCE T

C cxgarette papers and tubes in the United. States
‘wlnch are lnbeled for export, see. section 5761(0) ”

(3) Subseetlon (a) of seetlon 0761 is amended.,;‘ L

by stmkmg subsectlon (h.)f? and msertmg sub o

2

4 (4) Subsectlon (d) of sectlon 5761 as redeS1g-‘ :
-5 ,;nated by paragraph (2), is amended. by -t I'lklng\.;‘..’r{u
. 6 = ,r“The penalty 1mposed by subsectlon (b)” and msert-{ff_l

7 '. - mg “The penaltles 1mposed by subseCtIOns (b) and -

8 .

9

VIOUSLY EKPORTED TOBACCO PB.ODUCTS RN K

“(a) IN GENERAL —-Tobaceo products and cxgarette_.‘“ ‘
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" ERs,” after * MANUFACTURERS "o o |
' (3) The heading for subchapter B of ehapter 52 e

VIA—13

.f | . o ) 2 ' "c.iter 52. is amended bv addmg at the end the followmg o

b new 1tem

“Sec 5734 Resmetxon on xmportamon of prevmush exported to-
‘ ~‘bacco products B A ok

- (b) IMPORTERS REQUIRED To BE QDALIFIED_ | :

/ (1) Seetlons 5712 5713(&), 5721 5722 o
;.;5762(3.)(1) and 5763(b) a.nd (e) sa;-e' each 'amended s
" by lnsertmg 01‘ lmporte.r” éfter Inanufacfurer’-’ | |
(2) The headmg of subsectxon (b) of sectmn e

" 57 63 is amended by’ msertmg “QUALIFIED IMPORT-H,‘”'

W

,1s 'amended by 1nsertmg' “and Importers” after o
f\“‘Ma.nufacturers” P LT
(4) The 1tem relatmg to subchapter B m the’* v
f | table of subchapters for chapter 52 IS amended by )
| t,1nsertmg and .1mporters after “manufacturers

'. ',"(c) REPEAL OF TAX-EXEMPT SALES TO ENEPLOYEES '

18 OF CIGARETTE I\IANUFACTURERS o

19

21

BV RE

R

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

_~ (1 ‘) Subsectlon (a) ' _seection . 5704" isT

amended—— : R

(A) by Stnkmg “EMPLOYEE USE OR” i R

the headmg, and

; emplovees or” m the text _f B

.

s'rm DISCUSSION DRAFT - lspe

(B) The table of sectlons for subpart F of chap- o

(B) b} stnklng “for use or consumptlon by

I
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13
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“11,-5
” ";:‘1.6»

, 20 ?by redemgnatmg paragraph (2) as paragraph (3), and by .
21 ‘fmsertmg after paragraph (1) the follomng new paragraph |
SR 22 . “(2) the actmty proposed to be camed out at
‘_ ;" 23 f ‘ef:’sueh premlses does not meet such mlmmum capacxty" '
- . ;24 :' B ;:or actmty reqmrements as the Secretary may pre—"_., B

3 k‘.‘ 25 R

i

‘. September 16,1994 (3:16p.m) .- -

\ooo < o u: BW R

o 18§

. R VLA-14

[

ST “fer expenmental purpeses

T

stnkmg and manufaeturers may snmlarly remove such
artleles for use of the Umted States | |

SDBJECT To TAI; ——Subsectlon (o) of sectlon 5701 is
amended by stmkmg “On each book or set of c1garette -
papers contammg more than 25 papers and msert.lng-
“On c1garette papers o §_ St ‘l~." - ol " .

(f) STORAGE OF TOBACCO PRODUCTS ——Subsectlon e

(k) of sectxon 5702 1s amended by 1nsert1ng\ under sectlon-

57 04” after mternal reverme bond”

(g) AUTHORITY To PRESCRIBE M.INIMUM MANUFAC-

'I‘URING ACTWITY REQUIREMENTS ——-Sectmn 3712

amended by stn}ﬂng or at the end of paragraph (1)

0 /’

R -

(2) Subseemon (e) of sectlon 0723 1s amended

‘ bv stnkmg “for use or. eonsumptlon by thelr employ—

'ees or for experunental purposes and msertmgl ’, _‘

o (d) REPEAL OF Tax- EXEMPT SALES TO UNITED

STATES —-Subsectlon (b) of sectlon 57 04 1s amended by

(e) BOOKS OF 25 oa FEW'ER CIGARETTE PA.PERS'_ ,

i

rscnhe or N Lo o T e
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subsectlon '

. | .VIA—lo':_. R
(h ) SPECIAL RULES RELATIN’G TO PUERTO RICO

AND. TH_E VIRGII\ ISLA.\’DS -—Sectlon (6:32 1s amended bv

| adeng at the end the followmg new subsectlon -

.

“(h) LIMITATIOI\ ON COVER Ovnn or TAX ON To-»v,_ - .
BACCO PRODUCTS -—For purposes of thlS secmon Wlth re- :
spect to taxes unposed under sectlon 57 01 or’ thls sectlon‘. '
on’ any tobacco product or clgarette paper or tube the
_amount covered mto the treasunes of Puerto Raco and the
I'Vlrgm Islands shall ot exceed the rate of tax under sec-' -

tion 5701 in effect on - the artlcle on the dav before the

£

‘date of the enactment of the Health Reform Act ” i

(1) EFFECTIVE DATE -—The amendments made by

‘this sectmn shall apply to artlcles removed (as deﬁned in ) . | AA
.sectlon 5702(k) of the Internal Revenue Code of 1986 L
t as amended by tlns Aet) after December 31 1994

;i;-'sr:c 6103 mrosmorx OF EXCISE TAX ON MANUFACTURE o

BACCO

tax) as. amended by sectlon 6101 1s amended by redes1g- « o
‘natmg subsectlons (g) a.nd (h) as subsectlons (h) and (1) o "

: and by msertmg after subsectlon (f) the follovnng new.

g .’/’\‘

R “(g) ROLL—YOUR-OWh TOBACCO —-On roll-your—own'

tobacco manufaetured in or unported mto the Umted - ";.t

N

OR IMPOR’I’ATION OF ROLL-YOUR-OWN TO- ‘

(a) IN GENERAL —Sectlon 5701 (relatlng to rate of o
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BT S States‘ there shall be 1mposed a tax of the amount deter-/

mmed m accordance ‘Wlth the fe]lowmg table per pound

. (and a- proportlonate tax at the hke rate on a]l fraetlonal

.-lparts ofapound) L e L

,45- ,w R

“In t.be case e of roll-your-own tobacco removod— R S 'I:’l;%nt%xﬁ :

1

After July 31, 1995 and before Januaryl 1997 i $110
IR N " DUrNg 1997, coooeerreeeeeiie st i S 8138

./ During 1998 ..... : S e "$1.66
, ~fAfterDecember3l 1998 e oo e ....... - $194”

(b) ROLL YOUR-O\m\ Tomcco ——Sectlon 5702 (re.; T
’» latmg to deﬁmtxons) 1s. amended by add_mg at the end the ‘ o |

5
6
7 fo]lowmg new subsectlon R ‘ A , :
- g :‘ “(p) ROLL YOUR Own TOBACCO —The term ro]l-
9

- your-own tobacco means any tobacco Wthh because of .

o 10 its appearance type packagmg, or. labehng, is smtable for -

| 11 use and hkely to be offered to, or purchased by consumers ' "_~ ','; o
S ?: 12, as tobacco for makmg c1garettes o . o o i
LIS 13 : ""j;(c) TECHNICAL A.MENDMENTS—-—‘. | | | RN

o 14 (1) Subsectlon (c) of sectlon 5702 is amended,'
o 15 ‘{, ’fby stnkmg and p1pe tobacco and msertmg p1pe‘ 3
, 16 -.‘tobacco and roll—your-own tobacco ST * -

- 1'7 i »(2) Subseetmn (d). «e‘f sectlon 5702 | |
18 amended——- o v o o o ij’, |
‘ 19 | “‘.7‘ » (A) in . the matemal precedmg parag'raph*'

20 (1) by stnkmg or plpe tobacco and msertmg", o

21 PR p1pe tobacco or. roll-your-own tobaeco and

September 16,1894 (316 p.m) b o T T

. i . ., 0 . 8 o , NN . «
N . . . . L . N BN - o




o 13 ‘}‘.

18 "Revenue Code of 1986 aS amended by th1s ACt)
19, - after July 31,1995. | o
20 | (2) TRANSITIONAL RULE. —Any perSOl Who— g

o2

- 230 ro]l-your-own tobacco or as. an 1mporter of to-
. ‘ ‘: 24 bacco products or c1garette papers and tubes ORI

— ’

O 0L B R w N

EREN
S
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VAT

N 1ng the followmg new paragraph

bacco solely for the person S own personal consump- 'i-__" '

. t1on or use, and”

¥
amended to read as fo]lows :

|“CHAPTER 52—TOBACCO PRODUCTS AND :

10 - CIGARETTE PAPERS AND TUBES” | -
, E '1.‘.1" ' (4) The table of chapters for subt1tle E 1s - ‘
| 12 = {amended by stnkmg the 1tem relatmg to chapter 52

and 1nsert1ng the fo]lowmg new 1tem

CHAPTER 52 Tobacco products and clgarette papers and tubes

(d) EF‘FECTIVE DATE _._'_

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

(B) by str1k1ng paragraph (1) and 1nsert-
(1) a person who produces cigars, c1garettes e

smokeless tobacco p1pe tobacco or roll-your-own to-

(3) The chapter headmg for chapter 52 is A' -

(1) IN GENERAL —The amend.ments made by
'th1s sectlon shall apply to roll-your-own tobacco re-" o

- moved (as deﬁned in sectlon 5702(k) of the Internal'

(A) on the date of the enactment of th1s .‘; , |

Act Is engaged In bus1ness asa manufacturer of. R
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(B) before August 1 199:) subrmts an ap--~

ek

O 00 N O bW R e

B

o phcatlon under subchapter B of chapter 52 of‘ o

\ such Code to engage m such busmess ':. s - . ) o
' may ‘ notmthstandmg such subchapter B contmue' N |
| to engage in. such busmess pendmg ﬁnal actlon on
sueh apphcatmn Pendmg sueh ﬁnal actlon a]l pro-‘ . " o
: .ﬂ-wsmns of such ehapter 52 shall apply to such apph- B B
: »ﬂcant in the same manner and to the same extent as. o :
,, 1£ such apphcant were a holder of a permlt under i
sueh chapter 52" to engage m such busmess |

o PART 2—-HEALTH RELATED ASSESSMENTS

—_
o-

" 12, sEc: 6111 ASSESSMENTS ON mSUREDAND sm-msmn
13 j HEALTHPLANS

14 (a) GENERAL RULE —-Subtlﬂe D (relatmg to mls-‘.‘r L

A ‘15 cellaneous exclse taxes) is amended hy addmg after chap-";
| {j ."16 ter 36 the followmgnewchapter . LT
o “CHAPTER 37—HEALTH RELATED R

“SUBCHAP’I‘ER A Insm'ed and self-msured health plans

. 19 “Subchapter A—Insured and Self-Insu.red

20 A o Health Plans j
’ S “Sec 4501 Hea!th insurance “and healt.h-related adrmmstratwe '
S o - . services. : . -
N e ' “Sec 4502 Self-insured health plans.
o o R “Sec 4508 Deﬁmt;ons and special rules. -~
i , . I e ‘ _“, N . ) i i
o J - ! -
] T ~
. ) © . - ) " o “': N K 4l( N
* September 16, 1994 (316 p.m) -
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| ‘-under such pohcy, and TR AR

' the amount so recelved

- ‘,“(b) LIAB]LITY FOR TA};--W-“'w .

‘uals re51dmg in the Umted States R

: Amvmsmm SERVICES

). IM’POSITIO’\ oF TA}& —There is' hereby

: /

1mposed—— E

1‘ “(1) on each taxable health msurance pohcy,

“ital equal to 0.6 percent of the premmms recelved e

;al
' s

- “(2) on each amount reeelved for health—related'

‘ad.tmmstratlve semces a tax equal to 0. 6 percent of :

~ “(1) HEALTH I\SURANCE —-The tax’ unposed |

by subsectlon (a)(l) shall be pald by the 1ssuer of g

L N ¢

'ﬂthepohcy :' } R

“(2) HEALTH-RELATED ADMINISTRATIVE SERV-j

o ICES. ——The tax 1mposed by subsectlon (a)(2) shallv'-;" IR
‘.be pald by the person prowdmg the health related = -; '
. adlmmstratlve semces |

- “(c) TAXABLE HEALTH INSURANCE POLICY mFor} L

~

oses of thlS sectlon—, |

| “(1) IN GENERAL —Except as othermse proj"" |
- ;‘ wded in thls sectlen the term ta.mble health msur-.. 3

; ance pohcy’ means an} msurance pohcy prowd.mg o

1.

g aecldent or. health msurance Wlth respect to mdmd-'

* 'STAFF DISCUSSION DRAFT '~ - sLC  °
VIA-19 O T
4501, HEALTH INSURANCE AND. E:EALTH RELATED

750
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7IA-20

\‘i

| h “(2) EXE‘V[PTIONAOF CERTM\ POLICIES --—The

| term tmble health 1nsurance pohcv’ aoes not m-
clude any msurance pohcv 1f substantlally all of the
coverage provxded under such pohcy relates to———

: “(A) habxhtms meurred under workers

") 3

o compensatmn laws, |

- “(B) tort habxhtles L |
, “(C) habﬂltles relatmg to ownershlp or. use

1

}

. “(D) eredlt msurance,

\ “(E) coverage prov:dmg dlsablhty beneﬁts

‘.; 'on account of sxckness or’ mJury 1nclud1ng

; -wages or payments m heu of Wages because of

\ cause of an mabxhty to perform the matenal

o _ a.nd substant1al dutles of an mchvldual’s regular

e

h ,ioccupatlon, or - S N
h ) “(F) such other smnlar habmtles as the
. Secretary may specﬂ"y by regulatlons | | |
| f ?“(3) SPECLAL RULE WHERE POLICY PROVIDES

| OTHER COVERAGE ——In the case of any taxable

health msurance pohey ‘under Whlch amounts are-
payable other than for accldent or health coverage

m detenmmng the amonnt of the tax 1mposed bv

subseetlon (a)(l) on. any premmm pald under such

R Ly

© September 16, 1994 (3:16p.m) -

"f*any absenee from work and beneﬁts pald be- _ |

i PO -
- (IR

o
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STAFF mscussmN DRAFT S sLe
: .;‘pohc}, there shall be excluded the amount of the

o charge for the nonacc1dent or health coverage 1f—-‘.‘

(A) the charge for sueh nonaceldent or& |

3

' the pohcy, er furmshed to the pohcyholder in a

‘ separate statement and

' “(B) such Charge is reasonable in relatlon L

to the total charges under the pohey :

In anv other case, the entlre amount of the premmm l S \
pa1d under\ such a pehcy shall be subJect to tax N

_under subsectlon (a)(l) | _— ' | |
| “(4) TREATMENT OF PREPAH) I{EALTI-I cov-”._

ERAGE ARRANGEMENTS —

!

rangement descnbed in subparagraph (B)—

R “(1) sueh arrangement shall be treated .

‘as a ta.xable health msuranee pohcy,

“(n) the payments or prermums re-

ferred to in subparagraph (B)(l) shall be

SR heelth msurance pOhCY ’ and

. .‘sue_r.g '

health eoverage 1s e1ther separately stated m",

- “(A) IN GENERAL —In the case of any ar-‘

treated as premmms recexved for a taxable o

- “(m) the person referred to in_ sub- R

- ‘paragraph (B)(l) shall be treated as the 1s-'

75
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via-22 . o

¢

An arrangement 1s descrlbed in thxs subpara~ =

“

graph 1f under such arrangement—v' 1 \
g “(1) ﬁ.xed payments or pren'nu.ms are :
| -.“recelved as cons1derat10n for any person ’s.

Lagreement to prcmde or arrange for the
‘j f‘prowsmn of aceldent or health coverage to
: resrdents of the Umted States regardless
| ; of how sueh overage 1s prov1ded or ar--

- 'iranged to be pI‘OVlded and

R “(n) substantlally all of the nsks of

. ~the rates of utlhzanon of semces 1s as- y .,
’x nAsumed by such person or the prov1der of
o fsuch semces 5 e
15 “(d) HEALTH-RELATED ADMINISTRATIVE SERV- -
16 ICES —-For purposes of thJs seetlon the term ‘health-re-
R 17 lated adzmmstratlve semces means— ‘

“(1) the processmg of clalms or performance of

19 ¢ ;other adrmmstratlve semces . connecmon w1th accl-

?‘O o dent or health coverage under a taxable health i

}

o 1‘2’3".5?

21 (dfsurance pohcy 1f the charge for such semces is not :
22 ’; mcluded in the premmms under such pohcy and

“(2) processmg cla1ms arrangmg for provlsmn :

. 24 | of aecldent or: health coverage or performmg other

; \2(5.( A adlmmstratlve semces in connectmn W1th an apph- :

' September16,1994 (3:16pm) . . . °

v ‘. ) e ¢ .. \_' -
Nl Cu- -
. s
«-
i
% Y
1

“(B) DESCRIPTIOT\ OF Anamonrmxrs— o
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VIA-2 3

l‘ cable self-msured health plan (as deﬁned in seetlon SR
4502((:)) estabhshed or' mamtamed by a person o
" fother than the person performmg the semees .

For purposes of pa.ragraph (l) rules s1mllar to the rules

"5 of subseetmn (c)(3) shall apply U

6 f“snc

-8 lcable self—msured health plan there is hereby 1mposed a’ " |
9 | ‘tax for each month equal to 0. 6 percent of the sum of—— L ,\ |

10
. oo
6
18 L

22
23
24.

Visueh month under such plan

, ployee orgamzatlon or

! ‘, A . T,
L : .
. . ] . .o
R . B
3 ) B - -
. . '
- ) R
R ,

4502 SELF-INSURED mm PLANS

“(a) IMPOSITIOl\ OF TAX ——In the case of any apph-f o

“(1) the acc1dent or health coverage expendx- .
| itures for sueh month under sueh plan and

s “(2) the dlrect admlmstratxve expendltures for ’

“(b) LIABILITY FOR TAX -

ROV IN GENERAL. ——The tax meosed by s sub--«' |
- section (a) shall be pald by 1 the plan sponsor o
“(2) PLAI\ SPONSOR —For purposes of para—:‘;'.'..'

'graph (1), .the term plan sponsor means-—-—— g |
. (A) the employer in the ease of 4 plan es-‘i L )

) ‘, tabhshed or’ mamtamed bv a single employer o

: j~of a plan estabhshed or mamtamed by an em-' o

“(C) in- the case of-— o

N September 16, 1994 (3:16‘p.m.}i ‘

 STAFF DISCUSSION nmr . sne. L

- “(B) the emplo}’ee orgamzatlon n the case

o 7s
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VIA-24 SR
- “(1) a plan estabhshed or mamtamed

: by 2 or more emplovers or Jomt;ly by 1 or -

more emplovers and l or more emplovee Lo

PR

K orgamzatlons, o e e

“(n) a* voluntary employees bene-

ﬁcw.ry assoclatxon under seemon 501(0)(9)

i

o “(m) a plan descrlbed m subsectlon

ot

o (e)(zxr)

5 the assomatlon, comrmttee Jomt board of trustm |

ees, cooperatxve or other sumlar group of rep-

/ ".‘fresentatwes of the pames Who estabhsh or
wmamtam the plan o - |

“(c) APPLICABLE SELF INSURED HEALTH PLAN —

sured health plan means any plan for prov1d1ng aeeldent

b

or health coverage 1f-——— : o .' :
- “(1) any pomon of sueh coverage is prowded
: "»j other than through an msurance pohcy, and

“(2) sueh plan is estabhshed or mamtamed—:, .

’3 “(A) by one or more employers for the

¢

beneﬁt of thexr employees or- former employees

? “(B) by one or more employee orgamza-,

\

tlons for the ’oeneﬁt of thelr members or former .

i

members

7.

For purposes of tlns sec’mon the term apphcable self-m— .

SEe T
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“(C) Jomtly by 1 or more emplovers and 1

‘ ’or more employee orgamzauons for the beneﬁt,y\‘ .

) .
VoL

_of employees or former employees

(D) by a voluntary employees beneﬁmaxy "
L QSSOCIathIl/ descmbed in seetlon 501(0)(9)

: “(E) by any orgamzatlon descnbed 111 see—A '

) fmon 501(c)(6)

“(F) 1n the ease of a plan not desenbed m*" :

" 'the preeedmg subparagraphs by a mlﬂtlple -em- \, =

ployer welfare arrangement a mral electrle co—

o operatlve or a rural telephone eooperatxve -ass0- RN

L ‘elatlon, as sueh terms are deﬁned m sectlon"

R euntles Aet of 1974

“(d) ACCIZDENT OR HEALTH COVERAGE EXPENDI-\

16 TURES —--For purposes of thls sectlon—— .

ST
18
U

20

B

N

s

| “(1) IN GENERAL —The aeeldent or health cov-

erage expendltures of any appheable self-insured |
V, .health plan\for any month are the aggregate expend-l
. 1tures pald in such month for aceldent or health cov-
,erage provlded under such plan bo the extent suchf-".
,.expendlmres are not subgeet to. tax under sectlon' o

;‘4501

hY

detenmmng aecldent or health eoverage expend.ltures

STAFF mscvssmN DR.AFT L ste

. '3(40) of the Employee Retuement Ineome Se- o

"‘(2) TREATMEI\T OF REIM:BURSEMENTS —In

s
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\For purposes of thls sectlon the term' ‘dlrect admlmstra- o

STAFF DISCUSSION DRAFT SLC.
durmg any month of anv apphcable self-msured
health plan relmbursements (b} 1nsurance or other— ; k.
wxse) recelved dunng such month shall be taken mto -

%

account as a reductmn in aecldent or health coverage ‘
eXpendltureS o RN o
“(3) CERTAIN EXPENDITURES DISREGARDED .

Paragraph (1) sha]l not apply to. any expendn:ure for

the acqu_lsmon or unprovement of’ land or for the ac- .

-

qmsmon or unprovement of any property to be used

»
N
1

“in connectlon w:th the provzsmn of accldent or

health coverage W};uch 1s subJect to the allowancez c

under sectlon 167 except that for purposes of para-

graph (1), _a]lowances under sectmn 167 shall be

conmdered as expendltures

“(e) Dm:ECT ADMINISTRATIVE EXPENDITURES —

4t1Ve expendltures means the admmlstratlve expend;tures L

‘_22 “SEC 4503 DEFMONSANDSPECIAL RULES : RSO
24 subchapter—-—f S J
' Saptember 16,1994 (3:16 p.r}{.; f“ L f". '

Se

~sub3ect to tax under sectxon 4501 In detenmmng the} c

; ameunt of such expendxtures rules mmxlar to the rules of o

subsectlon (d)(3) shall apply

“(a) DEFINITIONS —-For purposes of tl:us

VA-26 o e

| .'\
v .
s

,under the plan to the extent such expendltures are not\ S R
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, VIA—-27 - - o
(1) ACCIDE\T OR HEA.LTH COVERAGE --—The

- term, acmdent or health coverage means an;, cov- e
”erage Whlch 1f prowded bv an insurance - pohey, :
v would cause such pohe} 'to be a tanable health msur- ‘\
»3»1108 pohcy (as deﬁned in seetlon 4001(c)) | ~ _ ’
L) INSURANCE POLICY —The term ‘insurance - |
~ ‘)POhcy means any pehcy or other 'mstrument where- |

Cod by a contract of i msurance is 1ssued renewed -or ex-_

NG

T “(3) PREMIUM ——The term premmm means o
- :_ ‘the g'ross amount of premnuns and other consuier- B
-ation (mcludmg advanee premmms dep051ts fees,‘v '
'and assessments) amsmg from pohcles 1ssued by a;;
-'.,:person aetmg as the pmmary msure1 adJusted for o
any return or adchtlonal premmms pald as a result' -
. dof endorsements caneellatlons audrts or retrospee- '
5 wtwe ratmg Amounts returned Where the amount is
gnot ﬁxed in the contraet but depends on the experl-"”, L

.vence of the 1nsurer or the dlseretlon of management o

shall not be 1neluded 1n return premmms

“(4) UNITED STATES ——The term ‘Umted* -
' eStates mcludes any possessxon of the Umted States
.“(b) TREATME\IT ‘OF GOVER?\TMENTAL ENTITIES—?

“(1) IN GENERAL ——For purposes of t}ns-f}g

~p

. ) S , 25 : ',S'ubchapterff ' an T‘\~ " :

" Septamber 16,1994 (3:16 pm) - -

| " STAFF mscussmN DRAFT 1 sLe
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: ermnental program means-—— ’. f;
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’IA—2 8

A

B “(A) the ter'm person mcludes aoy gov- . |
C '“.emmental entm and '/ o
E “(B) notmthstandmg any other law or rule |
, ”\'vof lavs governmental entltles shall not be ea-
:i‘empt from the taxes nnposed by thxs subchapt,er' ; ;
: except as prowded in. paragraph (2) )
- ,4“(2) EXEMPT GOVERNMENTAL PROGRAMS -——In

the ca.se of an. exempt governmental program-——- o :; '

R “(A) no tax sha]l be nnposed under sectmn

« "4501 on any premmm recelved pursuant to '
| ‘such program or ‘on any amount”recerved for

‘ f'_hhealth-related admlmstratlve semces pursuant o

s

to sueh program and

‘ “(B) no tax shall be nnposed under secmon

"')14502 on any expendmxres pursuant to such‘ o
S program | * B
- 3) EXEMPT GOVERNMENTAL PROGRAM ——For :

purposes of thls subchapter the term exempt gov-~ o

y ) : . \:. .

A“(A) the msurance programs estabhshed‘x‘f,j' .
| bv parts A and B of tltle XVIII of the SOCI&] . N
| Seeunty Act |
| “(B) the medmal ass1stance prograrn as-‘
‘ ’-},tathhed by tltle XIX of‘ the Socxal Secunty |

- iAct,v‘ A

4
-

TR
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) . , 14" standing- any other prowsmn of lavx no amount colleeted\

7

'of sueh mdlwduals belng—- o

\ ,' . “(1) members of the Armed Forees of'

2.,

o STAFF DISCUSSION DRAFT _ SLC.

VIA—2 9

“(C) any program estabhshed bv Federal
'13“ for prowd_mg mecheal care to mdmduals (er}

the spouses and dependents thereof) by reason o S

i

the Umted States or
| “(n) veterans and

“(D) any program estabhshed by Federal

'law for prowdmg medlcal care (other than, f
. through msurance -poheles) to members of In- " L

| : 'dlan tnbes (as deﬁned in sectlon 4(d) of the In: .

dlan Health Care Improvement Act)

- “(e) No COVER OVER TO PossassmNs ——Nothth- -

. ; (f15<1 under t}ns subchapter shall be covered over to any posses-} -
" 16 sion. of the Uhited States T o |
(b)’ CLERICAL AJ\{E:NDMENT —-The table of chapters‘j o

R - 18 for subtltle D is amended by msertmg after the 1tem relat- ‘

o 1'9’," 1ng to ehapter 36 the followmg new 1tem

. 20% 4

- 21 .‘tlns sectlon shall apply vnth respect to. prermums reeewed R

" 'Sa'ptomber.is, 1994 (3:16 pm) -

s

CEAPTER 37 Health relat/ed assessments o

(c) EFFECTIVE DATE —The amendments made byt .

\22.1:and expenses mcurred w1th respeet to coverage for perl-v

""23 ods after Deeember 31 1995

o
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: PART 3-—PROVISIONS RELATING TO MEDICARE

?SEC 6121 RECAPTURE OF CERTAIN HEALTH CARE SUB-’ B

(a) II\ GENERAL ——Subchapter A of chapter 1 is

\,amended by addmg at the end the follomng new part
“PART VII[—CERTAIN HEALTH CA.R.E SUBSIDIES L

RECEIVED BY HIGH-INCOME INDIVIDUALS

“See 59B Recapture of certam healt.h care submdxes

"‘SEC 593 RECAPTURE OF CERTAIN HEALTH CARE SUB- .

VL

smms

ease of an mdmdual 1f the modlﬁed ad;}usted gross in--
reome of the taxpayer for the taxable year exceeds the. o
‘threshold amount such taxpayer shall pay (m addmon to .
‘any other amount 1mposed by this’ subtrtle) a recapture B ‘
‘amount for such taxable year equal to the aggregabe of. . 2
the" Medxcare part B recapture amounts (1f any) for :
vmonths durmg such year that a premmm is pald under : o
‘k'part B of tltle XVII[ of the Somal Secunty Act for the ) o

coverage of the mdmdual u_nder sue.h part

AMOUNT FOR MONTH -—For purposes f this section; the -

iMedmare part B prermum recapture amount for an3 B
, month is the amount equal to the excess of—— S ,

smms RECEIVED BY mcn-mconm mmvm B

“(a) IMPOSITION OF RECAPTURE AMOUNT -—In the.

“(b) MEDICARE PART B PREMIUM RECAPTURE._-‘T‘ :
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) :16‘: e (but for this subsectlon) be meosed by this sectlon L
: 17 | for such taxable year as such exeess bears to |
8 "$15 000.. . k B
19 - “(2) JOINT RETURNS m—Ifk\a recapture amount
20 '- ,»'1s determmed separately for each spouse ﬁhng a

23

T
- i

© 0 N AW

12 -

- such Act)

P VS;I‘AI?'F"DIS’CUSS.ION&)RAFI‘. . sue

VIA-31 - IR

o “(1) 150 percent of the monthlv actuarlal rate

= 'for enroﬂees age - 63 and over determmed for that |
'calendar year under sectlon 1839(b) of the Somal
Secumty Act over L o o ‘
o “(2) the. total monthly premmm under sectlon \ o
e 1839 of the Soclal Secunty Act (determmed Wlthout
:~ regard to subsectlons (b) and (f) of sectlon 1839 of

. _—

“(c) PHASE-II\ oF RECAPTURE AMOUNT - j s

- “(1) IN GE\IERAL —If the modlﬁed adJusted

| gross mcome of the taxpayer for any taxable year “ |
: L exceeds the threshold amount by less than $15 000
B

"y e

»the recapture amount 1mposed by thls seetlon for
"such taxable year shall be an amount which. bears

‘,:‘vthe same ratlo to the. recapture amount wh1ch would

. JOmt return paragraph (1), sha]l be apphed by sub- -

sututmg ‘$30 000’ for ‘$15 000’ each place it ap—

N pears

' ,’24%‘- o “(d) OTHER DEFINITIO\IS AND SPECIAL RDLES— o

- 28 For purposes of this seetxon— o

e

/% Seplember16; 1994 (3:16 p.m.)
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VIA—-32

“(1) THRESHOLD AMOL'\T —The term ‘thresh-
: old amount means——‘.f. S ‘

“(A) exeept as othermse prowded in- thlS o

paragraph $7 5 000

“(B) $100 OOO m the case of a Jomt re— :} L

turn and

v

(C) zero m the case of a taxpayer WhO— e

sectlon 7703) but does not ﬁle a Jomt re-' ;

turn for such year, and

(n) does not hve apart from hxs:
spouse at all tlmes dunng the taxable year o |
P “(2) Monmmn ADJUSTED - GROSS INCOME—';_ 4

’The term modlﬁed adJusted gross income’. means - :

4
o

S »‘ad‘]usted gross mcome—

“(A) deterrmned mthout regard to seetlons SR

130 911, 931 and 933 ‘and’

“(B) mcreased by the amount of mterest

3 recelved or accrued by the taxpayer durmg the |

taxable year whlch is exempt from tax

, " “(3) JOINT RETUR?\S——In the case of a Jomt} - "
o “(A) the recapture amount under Sub~ o

sectxon (a) sha]l be the sum ef the recapturef R

S’I‘AFF mscussmN DB.AFI‘ IR sLe, .

e “(1) is mamed (as determmed under :
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VIA—B 3

‘ ,.amounts determmed separately for eaeh spouse

-

B

and . o

| “(B) subsect1ons (a) and (e) shall be ap-

-'phed bv takmg mto account the combmed modi- ,4 o
- fied adJusted gross mcome of the spouses | |
| ;“(4) CGORDINATIOI\ WITH OTH'ER PROVI- -
smws— Gl S
B “(A) TREATED AS TAX FOR SUBTITLE F. —"
| For purposes of subtltle F the recapture -
. ;amount nnposed bv th1s sectlon shall be treated :
‘ "'as if it were a tax lmposed by seetlon 1 kNS
| “(B) Nor TREATED AS TAX FOR CERTA.IN o
: PURPOSES —The recapture amount nnposed byf‘ R
'.‘t}ns sectlon shall not be treated as a tax 1m-
posed by this ;elrapter, for _purp_oses .:v,of o
'determmmg._". \ o e

"‘(1) the amount of any cred:t allow-"-‘ . .

| "able under thxs ehapter or-

S “(u) the amount of the n:ummum tax

under sectlon 55

o “(C) TREATED a8 PAYMENT FOR MEDICAL‘I g
.INSURANCE —The reeapture amount unposed'
- ‘by thls seetlon shaﬂ be, treated as an, amount
"paxd for msurance covenng medlcal care w1thm

| - the meamng of sectlon 213(d)

 STAFF DISCUSSION DRAFT o sno -



. O:\FRA\FRA94476 . . - ,", STAFF DISCUSSION DRAFT | =+ SsLe
P | - ot 8 . | _34 “ .‘ ’ .
. 1.: (b) TRAI\SFERS 10 . FEDERAL SUPPLEME\TARY{'_,

MEDICAL INSLRANCE TRUST FUI\D .

| (1) IN GE\'ERAL —-—There are hereby appro-f
S *pnated to the Federal Supplementary Medxeal Insur- .
ance Trust Fund amounts eqmvalent to the aggre- ,’ ,

;:"'ternal Revenue Code of 1986 which is attnbutable: TSP

2

3

4

5

R 6 ‘:, ‘:“gate merease m habxhtles under chapter 1 of the In-: T o
g - ;.'to the appheatlon of sectlon 59B(a) of such Code as . N

9 , :

added by th1s sectlon

10 "‘ (2) TRANSFERS —The amounts approprlated'i

N _‘."11‘ f }"‘by paragraph (1) to the Federal Supplementary |
- Li ."12 ,Medlcal Insuranee Trust Fund shall be transferred' "
13 f’,"\ 'j'-».from tune to tlme (but not less frequently than"

14 L li»"quarterly) from the general fund of the Treasury on o :

15 | the | bams of estunates‘made by the Seeretarv of the ‘ B
: 16 'Treasury of- the amounts referred to in paragraph.‘"f
" 1.71_' : V,,( 1). Any quarterly payment shall be’ made on the- |
o 18 "_"(ﬁrst day of such quarter and shall take mto aeeount B
h 19 * the’ reeapture amounts referred to in “such sectlon: KN *—
20 "59B(a) for sueh quarter Proper ad]ustments shall L
f 21 ‘ 'p.ibbe made n the amounts subsequently transferred to =
22 ,the extent pnor estlmates were m excess of: or less"
| 23 o tha.n the. amounts reqmred to be transferred |

24 (c) REPORTING REQUIREMENTS—— SR R I

* September 16, 1994 (3:16 p.m.)
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VIA—3 5:

e Paragraph (1), of section 6000F(a) (relating

’ : - to returns relatmg to soc1a1 seeunty beneﬁts) 1sT |

; 'amended by stnk:mg and” at the end of subpara-' |
| graph (B) and by msertmg after subparagraph (C).. .

. 'the followmg new subparagraph i v' | |

Ph D) the number of rglonths durmg the cal/-:_ o
endar year for Wh.lch a prermum Was pald under ?}:. o

a ‘.part B of tltle XVIII of the Somal Secunty Act-’~‘ : " {

| © for the coverage of such mdmdual under such ,k ‘i‘j’ o

v part and”

Ty

,(‘2.‘) Paragraph (2) of sectlon GOoOF(b)

: amended to. read as foﬂows
' “(2) the mformamon reqmred to be shown on,‘f‘\, SR

: ‘suoh return w1th respect to such md:vxdual T

(3) Subparagraph (A) of sectlon 6000F(c)(1)

amended by msemng before the eomma and m the

K "}case of the mformamon speexﬁed 1n subsectlon_‘ : -
;(a)o)(D)” | S R

‘ (4) The headmg for sectlon 605OF 1s amended S

1

.‘~‘ ','by 1nsert1ng AND MEDICARE PART B COV-‘, «
g ER.AGE” before the perlod | N o . j

. (a) The 1tem relatmg to secuon 6050F in the'

'\\ | table of secmons for subpart B of part III of sub-‘fl-: |

- jchapter A of chapter 61 ‘18 amended b} msertmg_
| and Medlcare part B coverage before the penod

STAFF DISCUSSION DRAFT. sLc .

- w
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o VIA-36. - -
(d) WAIVER OF CERTAI?\ ESTIMATED TAX PEN-

o .665 '~ - mAw w

ALTIES —No addmon to tax sha}l be lmposed under sec-_.}

tmn 66:)4 of the Intemal Revenue Code of 1986 (relatmg s
to faxlure to. pay estnnated income tax) for any pemod be-
fore Apnl 16 1997 wn;h reSpect to any underpaymentvj ‘ DR
to the extent that such underpayment resulted f:rom sec- - ] L | .
tion 59B(a) of the Internal Bevenue Code of 1986 as B -
addedbythlssectmn | - ' PR ‘ "
. () CLERICAL Ammnmw —The table of parts for.f, ) o
: 10 subchapter A of chapter 1is amended by addmg at the , "f
R 11 end thereof the followmg new 1tem o BT

. ".‘: ‘ “Part VIII Cerl;am health care subsndjes reee:ved by hxgh ifcome '
' mdmduals AP , _ ‘ ‘

bL12 | (f) EFFECTIVE DATE -—The amendments made by

- 13 thls sectlon shall apply to taxable years begmnmg after: o
BEavE Deeember31 1995 . e
Co1s .‘ .. PART 4—OTHER PROVISIONS S

o i6 SEC. 6151, m'nNDmG m:mcm COVER.AGE OF, AND ap.
| 17 PLICATION OF HOSPITAL INSURANCE TAx_“
18 L 'ro ALL STATE AND LOCAL GOVERNMENT o

'19:" REREE EMPLOYEES L
:2‘05“' " .(a) II\ GENERAL — ‘ e |
| "21(2":3-_' (1) APPLICATION ‘ OF HOSPITAL INSURANCEA;. e
22 , '.jlyTAX——Sectlon 3121(u)(2) is amended by s’mkmgi_
23 fd,i;,subparagraphs (C) and (D) | .' :

\.4‘“ N ot .'.“ - A’.( , - - "".‘.;;(‘v -:V \,n,r 'l’Q.SE' ,.':'7\.".“I.v
*  September 16, 1994 (3:16'pm) . - .
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1@ Commen UNDER 'MEDICARE -——-Sectlon

- 210(p) of the Social Secunt\ Act (42 USC. 410(p)) S

T amended bv stnlnng paragraphs (3) and (4)

gl

2
3
4 : (3) EFFEC’I‘WE DATE —The amendments made
5
6

: “”after September 30 1995

[

SR (Y TRANSITIOI\ - BENEFITS FOR STATE ANDT <

_'8 LOCAL GOVERNMENT EM:PLOYEES AND F'ORMER EM- R

10 o (1) In GENERAL—"; ‘

1 @ EMPLOYEES NEWLY"‘SGBJE‘C"P TO -

3

12 } _\'-"':TAX-—For purposes of sectlons 226 226A and - - "
| 13 :A1811 of the Social Seeunty Act in the case of‘i_‘f{ :
| : ,'14: " “ " any md.mdual who performs semces durmg the -
A5 } ‘.calendar quarter begmmng October 1, 199a |
16 ‘.‘the wages for Wthh are subJect to the tax im- -

[ 4‘3’17i = iposed by sectmn 3101(b) of the Internal Reve- o

}, | 18 s ’:‘r-nue Code of 1986 onlyf because of the amend-

. 19 ‘»ment made by Subsectxon (a) the lnleldual’ e

. 20 ﬂ'&'?‘medlcare quahﬁed State or’ local government SR

21 {\ ; 'employment (as det'med in subparagraph (B)) e

. 22 ’." 5 ‘ j’\__performed before October 1 1995 sha.]l be con«.

. 23 ‘;sldered to be “emplr)ymentn (as deﬁned for pur- ‘ -
4 ; - poses of txtle II of such Act) but only for Pur-l o

25 poses of provxdmg the md1v1dua1 (or another \, |

. . L .
~ .
. . .
. '
NI

; September 16, 1994'(3:16 pm)

i:"f“‘by thlS subsectlon sha]l applv to semces performed
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B 25 e C resultmg or expected to result therefrom and

Sy

" | ‘September 16,1994 (3:16 pm) .

C person) Wlth entltlement to hospltal msurance S

;Locnn | GOVERI\MENT EMPLOYMEI\T ,:DE'-‘- FET

srm mscnssxon DRAFT o sLe T '

VIA—S 8

o . beneﬁts under part A of txtle XVIII of. sueh Act -. , |
' ‘rfor months begmmng thh Oetober 1995 |

(B) MEDICARE QDALIFIED STATE OR"

-‘,;FINED -——In thJS paragraph the term medmare AA ;
S quahﬁed State or local government employ- o
vment 'means medlcare quahﬁed government o l

o employment descnbed m sectlon 210(p)(1)(B) »

"rof the Soc:al Secunty Aet (deterxmned Wlthout

0 eral

on account of— S

| such ﬁscal year from such Trust Fund Wlth re-;,'. e

: solely by reason, of paragraph (1)

; Ln“fregard to sectxon 210(p)(3) of sueh Act as m |
~effeet before its repeal under subsectlon (a)(2)) -

45, . (2) AUTHORIZATION ' OF APPROPRIATIONS—-

: ‘There are authonzed to be appropnated to the Fed-,

Hosp1tal Insurance Trust F‘und from tlme to

‘ ,tune such sums as the Secretary of Health and L

S Human Semces deems necessary for any ﬁscal year" | SR

; .

(A) payments made or to be made durmgf S

‘;spect to 1nd1v1duals Who are entltled to beneﬁts C

R under tltle XVIII of the Somal Secunty Act'\"‘

"x

(B) the addmonal adrmmstratwe expenses:\‘ '

5 R >
R N
4 N .

; I '. :

.\:.a"‘
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(C) any Ioss 1n mterest to suoh Trust I,
| 'Fund resultlng from the payment of “those
: amounts in order to place such Tmst Fund mx»"’% |
‘, ) the same pos1t10n at the end of such ﬁscal year‘

© -as 1t would have been in 1f thlS subsectlon had"'f .

. ;not been enacted

':,’t : (3) INFGRMATION TO'INDIVIDUALS WHO ARE
. PROSPECTIVE MZEDICARE BENEFICIARIES BASED ON
‘;‘VSTATE AND LOCAL oovmmm:w EMPLOYMENT: S |
' ;‘_ ‘Section 226(g) of the Soclal Secumty Act (42 U S C

"426(g)) iS'amended— . L
| | (A) by redes1gnat1ng paragraphs ‘(1)‘"""1 “ |
through (3). as subparagraphs (A) through (C), g |

respectlvely

(B) by msertmg “(1)” a.fter “(g)” ‘and |

€

- 'paragraph

. “(2) The Secretary, m consultatlon thh State;a T
~and Iocal governments shaﬂ provxde procedures de-
51g'ned to assure that mdmduals who perform med]-i V} rl |
“ .care quahﬁed government employment by v1rtue of ‘
‘d,'vsemce descrlbed in sectlon 210(a)(7) are fu]ly in- ‘

| Aformed Wlth respect to (A) thelr ehglblhtv or poten- ‘.
tial ehglblhty for hospltal msurance beneﬁts (based o
oh such employment) under part A of tltle XVIII . fi

" September 16, 1994 (3:16 pm.)

;si‘m'mscvss'mN’ DRAFT =~ - . sLC.

(C) by addmg at the end the followmg newc ‘
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L (B) the reqmrements for and centhlons of sueh eh-. :: RS L
E gmbﬂxty, and. (C) the neeeSS1ty of t1mel3 apphcatlon o

asa condmon of becommg entltled under subsectlon A

S who apply for' an annmt} or retlrement beneﬁt -and '
- ,whose ehgxbxhty for sueh annmty or retlrement bene—: P
fit is based ona dlsabmty "o / BRI |
{(e) TECHNICAL AMENDMENTS—— : 5 o
N '_ \ (1) Subparagraph (A) of: sectmn 3121(11)(2) is
'. amended by stnkmg subparagraphs (B) and (C) ”";ﬂ .
| fand msertmg subparagraph (B), s . }
B | (2) Subparagraph (B) of sectlon 210(p)(1) of'; o
jthe Soclal Secumty Act (42 USC 410(p)(1)) is -
| amended by fstnkmg paragraphs (2) and (3) " al
: msertmg paragraph (2) »ol SR -
e (3) Sectlon 218 of the Soc1al Secunty Act (42
B U S. C 418) is amended by stnkmg subseetlon (n)
| | (4) The amendments made by tlns subseetlon |
- fshall apply after September 30 1995 | I

- (b)(2)(C), gmng partlcular attentlon to. mdmduals o . | S

s
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;amended to read as follows - :

u\b) oo 4.1‘ ‘gi w :;,‘_ w R

v :,' ‘05?%\?&&4.4?? s'rm mscussmN DRA.FT SLC i

VIB..l
Subtltle B—Tax Treatment of
Employer-Prowded Health Care

;PART I—EXCLUSION FROM EMPLOYEES’ INCOI\IE o |

SEC. 6201 LIMITATION ON. EXCLUSION FOR EMPLOYER- o

PROVIDED HEALTH BENEFITS

'tnbutlons by employer to acmdent and health plans) 1si 7

(

4 F—-

' . “‘SEC 106 CONTRIBUTIONS BY. EMPLOYER TO ACCTDENT
R VU

S ‘-'-; ANDHEALTHPLANS B o
“(a) GENERAL RULE —Except as otherwxse provlded,‘

in thlS sectlon gross mcome of an employee does not in-* -

‘clude emplover-prowded coverage under an’ accxdent or

o 1'14‘hea1thp1an LTl S
15 "‘(b) EXCEPTIOI\ FOR COVERAGE THROUGH FLEXI
16 BLE SPENDING ARRANGEMENTS——‘._‘. S L

R VAR
RTINS
| 23

“(1) IN GENERAL ——Subsectlon (a) shall not\-’ N
’ ,apply to eoverage prov1ded through a ﬂe:nble spend- L
ing or s1rmlar arrangement o :

B “(2) FLEXIBLE SPENDING ARRANGEMENT——V«
“For pm'poses of tlns subsectlon, a ﬂex1ble spendmg
| farrangement is a. beneﬁt program whxeh prowdes

| .' .employees mth coverage under whxch—-—

(a) GENERAL RULE -—Sectmn 106 (relatlng to con- | o
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g
10
o

16 a medxcare supplemental pohcy (as deﬁned in’ sectlon. -
| 17 1882(g)(1) ofthe Socml Secunty Act) nol
18

9 -
o0
. A.‘«’122 R . |
o 23 “Nothmg in para.graph (2) .,haH exclude f_rom the term,,‘ ;‘ |

: tthe basm of the underlvmg coverage

VIB—2

“(A) Speelﬁed mcurred expenses mav be, :

: \relmbursed (subJect to relmbursement ‘maxi- -

" mums and other reasonab}e oondn:lons) and

' "‘(B) the ma.mmum amount of relmburse-

r~v~ment Whmh is’ reasonably avaﬂable to a partxcl- o

A

- pant for such coverage is 1ess than 500 peroent,. S

of the cost of such coverage

In the case of an msured plan the maximum

B amount reasonably'avaﬂable shall be deter;nlned on, '

o/

' .“(c) SPECIAL RULES FOR Cos'r SHARING ARRANGE- |
:.‘.."‘12 ME\"I‘S ——Subsectlon (a) shall not applv to coverage on. -
13 and after J anuary l 2000 Whlch conmsts of the payment' | .
' 14 of deduetlbles and copavments under an accldent or health" '

| ’,15 plan The precedmg sentenee shaﬂ apply to coverage under o

(b) EMPLOYMENT TAX TREATMENT AL
(1) Socm SECURITY TAX-—Q B

(A) Subsectlon (a) of sectlon 3121

followmg new. sentence

i,

’ f24 Wages any amount WhJCh is reqmred to be 1neluded in -

25 gross mcome under sectlon 106(b) or (c) 9

scrm mscuserN DRAF‘T S sbe o

Ai amended by msertmg after paragraph (21) the o |
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1 (B) Subseetxon (a) of sectien 2090f ‘%h‘e o |
IR "%‘Soclal Secunty Act is amended by 1nsert1ng_ - o .
© after. paragraph (21) the a,Lfollomng, new  sen- L e
- v.«;tence : SR o

“Notlnng in paragraph (2) sha]l exclude from the term Pl

‘{‘\j Jgross meome under sectlon 106(b) or (c) of the Internal ; : L o

2
3
4
5
; 6 wages any amount Wthh is! reqmred to be mcluded in |
8 “Revenue Cede of 1986 " R ‘, “ o '.'.{’,‘_3/:
_9 | (2) RAILROAD RE'I‘IREMENT TAX. -—Paragraph

| 10 (1) of sectxon 3231(e) is. amended b} addmg at the
. 11 end the follomng new sentence' “Nothmg in clause Lo

12 ,\ (1) of the second sentence of this paragraph sha]l ea«A B

13 clude from the term compensanon any ‘amount s

14 o ] thch is requlred to be 1ncluded 1n gross meome

| ,15‘. - under sectlon 106(b) or (c) e f

4\',

16 (3) UNEMPLOYMENT TA}x——-Subsectlon.(b) nf
177 sectmn 3306 1s amended by msertmg after para-\_ B

B 8. graph (16) the follomng new sentence | |

: 19 -“Nothmg in paragraph (2) sha]l exclude from the term o

L 20 nages any amount whlch is> requn'ed to be mcluded in
| 21 gross mcome under sectxon 106(b) or (c) o | o
27- ".'"" @) WAGE WITHHOLDING ~—Subsecuon (a) of L
L 23 seenon 3401 is. amended by addmg at the end the. - . h \
“ »\ 24 followmg new sentence ‘ | IR
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- 1 “Nothmg m the nreeedmg provxsmns of thlS subsectlon .
2 sha}l exclude from the term wages ‘any amount whleh 1s‘; |
: requ.lred to be 1nc1uded in gross mcome under sectlon o
'106(b) or (c) e
(e )EFFECTIVE DATES——A . L

(1) IN GENERAL -—The amendments made bv,‘ R

thjs sectlon shall take effect on J anuary 1 1997

(2) BENEFITS PROVIDED I’URSUANT 'ro con-j
LECTIVE BARGAINING AGREEMENTS —In the case of
a ﬂeznble spendmg arrangement mamtamed pursu-

. ant to 1 or’ more colleetlve bargalmng agreements*

A

\ between employee representatwes and 1 or more em-‘
A l:,plovers whmh was ramﬁed before June 30 1994 the AV'
. famendments referred to in paragraph (1) sha]l not |
:.’apply to beneﬁts pursuant to any such agreement. ,f‘; L

; before the later of—— :

./.»«
’

'(A) January 1 1997 or
o (B) t;he earher of—-—

(i) the date on Wthh the last of such E
| agreements termmate (detenmned wnhout

regard to any extensmn thereof on or after ‘

4June 30 1994), or ,f '. e
(i1) January 1 1999

PR

'
.
s
4
-
i
'
4
s
i
i
4 ‘.
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e
5
16
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e

“Sec 293 Nondeductrble employer health contnbutxons |
- “Sec., 294. Excess employer contributions. e
v “Sec. 295. stcnmmatory coverage. '%::eﬁv’éb e

20
. 210

’IB—:)

PART 2——LIMITATIONS ON DEDUCTIBILITY OF o

g . Lo
) , .
e : . Ty .
e NP -
) . 1 ’ '
x " . ‘
s . .

EMPLOYERaPROVIDED HEALTH BENEFITS
SEC 8211 LIMITATIONS ON DEDUCTIBILITY OF EMPLOYER»

PROVIDED HEALTH BENEFITS

\

mg to computa‘twn of taxable mcome) is amended by add-

“PART XII—LIMITATIONS ON DEDUCTIBILITY OF
EMPLOYER-PROVIDED HEALTH BENEFITS

“Sec 296 Deﬁmtlons and speclal mles N

“SEC 293 NONDEDUCTIBLE EMPLOYER HEALTH CON-

TRIBUTIONS
“(a) NOI\DEDUCTIBILITY -——No deducnon shall be al

lowed under th1s chapter for any. nondeductlble employer

health contrlbutlon of an employer for any taxable year '_' )
; '-“(b) NONDEDUCTIBLE EMPLOYER HEALTH CON B
TRIBUTION é-For purposes of thJs sectxon the term non-

deduetlble employer health contmbutlon meéans any em- B

Sy

ployer contmbutxon for coverage of an employee under a’
health plan whlch 1s—— . ’ REEEE
| P “(1) an employer contmbutlon for | coverage
other than permltted coverage or. N

“(2) an excess employer contr:butlon

{

(a) IN GENERAL —-—Subchapter B of chapter 1 (relat- -

1ng at the end the follomng new part o - B i L '_

" STAFF DISCUSSION DR.AFT L eoosme.

»,r' -
. .
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Lo

14 ;’plan

b

[w—y

sectlon (b)( 1)— -

~

tlﬁed health plan

-

L : .
BENEFITS COVERAGE— R :

e

1l »l '. . plan prowdmg the standa,rd beneﬁts package
12 R the term permltted coverage shall melude any

13 other coverage of such emplovee under a health n

R i
o

5 \ o “(B) EECEPTION'FOE COS’I‘-SHARING cov- "
16 :ERAGE ---On and after January 1 2000 the

| 17 term permltted coverage shall not melude any_ o

N

| 13 "" % "'j;coverage whlch cons1sts of the payment of 3 v‘
| 19 o 'deductlbles and copayments under a health .
e 2~1f‘\ “(d) SPECIAL RULE FOR MEDICARE SUPPLEMENTAL'L :
‘ B 22 POLICIES -—For purposes of thls seetlon the term non-
- : 23 deductlble employer health eentmbutlon meludes any em- E :

: ~24 ployer eontnbutlon for coverage of an’ employee under

LTy
Tt

©sLC .

| “(c) PERMITTED COVERAGE -—-For purposes of sub- . L
“(1) Il\ GENERAL —Escept as othermse pro- SRR
vxded in- th.lS subsecuon the term penmtted cov-
erage means eoverage of an employee under a cer- :

. “(2) COVERAGE ™. ADDITION TO STANDAED'.‘

“(A) IN GEN’ERAL —-In the case of an em-

ployee Who 1s eovered under a cert;lﬁed health N


http:consists,.of

TR

y 14, f V.
ke

B L
20

SR

s

* 1
.o

© . O:\FRA\FRA94.477 ~

. ‘-\,\‘

VIB~7

"‘;‘_med.lcare supplemental pohc*s (as deﬁned m "fse_ction :
Q1882(g)(1) of the Soelal Seeuntx Act) | :

: «“SEC 294, EXCESS EMPLOYEB CONTRIBUTIONS

Lo "' [ X ox N -.\' - B
. ST . " . —\ ) L O C Coe . g .

- month for coverage of the employee under

(‘certlﬁed health plan over

' ;enrollment as the employee

.

ef paragraph (1), the term e.pphcable pereentage
means the percentage wlnch the employer s pormon

. of. the premmm for coverage of an employee under

4

. 7

B such eoverage
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_ (a) EXCESS EMPLOYER Cowrmnerloz\ —-For pur- ‘
.poses of section 293(b)(2) |

» u(l) IN GE?\'ERAL -—--The term exeess employer

any month in. the taxable year the excess (1f any). o “

age of the reference premmm for sueh month S
s:;"(for fhe commumty ratxng area m wlneh the' R

‘.employee enrolls) appheable to the same elass of -

| “(9) APPLICABLE PERCENTAGE. ——For purposes

a cert1ﬁed health plan is: of the total premmm for '

“(b) REFERENCE PREMIUMS»———For purposes of tlns e

eontnbutlon means w1th respect to an employee for L
’ “(A) the employer eontrlbutlon for such‘ v

“(B) one twelfth of the apphcable percent-é.' -

-
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"“(i) ESTABLISHI\DE}\’T BY SECRETARY'—AS

soon as praetloable before any annual open enroll- ‘

’l | ‘ment perlod for a commumtv ratmg area the See-« 7\

retary shall 1n consultatxon w1th the Secretary of

v -;Health and Human Semces and the Seoretary of | }
| Labor estabhsh separate reference premmms for o
- eaeh elass of enrollment for commumty-rated health

plans m sueh area Eaeh sueh reference premmm

O 00y U AW N

shall applv for any month in the. 12—month eoverage

—
T o '

'~pemod follomng the annual open enrollment perlod
V'Vl’l'f_,:.?fﬁtn.'.? . “(2) DETERMINATION OF AMOUNT oF REF-/’
2 - ;fERENeE . rmmms ,r;on_ ‘commmrr_-mrnn, ‘j “
V 13 PLANS- S : | : . ol ..
14 "“.“(‘A) IN GENERAL—The referenee pre- |
" 15 ‘:". = o“"'.mmm estabhshed under paragraph (1) for any :
16 _ ':»ﬁ""“class of enrol]ment under a eommumty-rated \v o
| . 17 Y - health plan shall be equal to the greater of——“
l 18 . " = “(1) 110 pereent of the average an- o
. 19 | nual premmm for sueh elass of em'ollment N
| '_ 3 20 » = “x'for all. cemﬁed health plans in the comriu- |
21 o mty ratmg area welghted to reﬂect the
o 22'~g\' o :total enrollment of commumty—rated mdl-
93

_ o vlduals among sueh plans, or
on o “(n) ‘the adgusted natlonal low-cost

4

i
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| “(B) ADJUSTED \'ATIO\A.L LO\\' COST PRE-»

L
..

- 2 MILM ——For purposes of subparagraph (A)——» s

; 3 ’ (1) Iz\ GE\'ERAL —The term : ad-‘

4 ; - | Justed natlona} low—eost prermum means:,: .. )

| 5 W1th respeet to any elass ef enroﬂment for P

- 6v any commumty ratmg area the. lnghest | 3’;'
o 7 - e \annual premlum for certlﬁed health plans | ,"I.

'& ;'.8' ,-"Wb_\ch are in the bojptom quamle (on the |

9 basxs of premmms) of all commumty rated

"-.zi 'eertlﬁed health plans in the Umted States .

‘. &.»h.
ek

B ™ R

. ;,‘adJusted as pr(mded in clause (n)
“(u) ADJUSTMENTS —-—The premmm
. 13 o R ;:-'“Jdetermmed under clause (1) sha]l pursuant R

' 14 :,;-'to such method as the Secretary (m eon- " ,

; . 15 ) _sultatlon w1th the Secretary of Health and
- | ::16" "Human Semees and the Seeretary of b
o . :1%7 : o - Labor) may iarescnbe, be adjusted for each " x' o i.

18 " ‘,Ef;‘comxirzumty ratmg area ta reﬂect———- T L
- 19 . o “(I) dxfferenees in cost-of-hvmg‘
L 20 S among commumty rated a.reas ‘and B

- 21 “(II) such other. factors (other _;

22 - i;. . '_-' than faetors relatmg to practlce pat- '
: 23;1'\ o o tems and dehvery system demgm) as ,4'5- : |
s 24 s - Mmay be. mcluded in such method :
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1. R “(m) TIMI\G —-Exeept as provxded by -

. . ‘
. U N
d ¢

*‘the Secretan the deterrmnatlon under'.

W oN

: clause (1) for am’ annual open enrollment

fa

4 " period shall be made on the basis. of pre-
f '75«, : - mmms for the preeedmg calendar year |
| | 6 o ‘_."“(C) BASIS FOR DETERMINATION —Thev
'7, - determmatlon under subparagraph (A)(l) shall
8 be made on the basxs of— e ‘
.9 | | “(1) the prerruurns subnutted to the

10 | - B l Seeretary under paragraph (4) and
1,1‘ : L S “(u) enrolhnent in the certlﬁed health
12 x‘plans in the commumt) ratmg area durmg

13 BT 'the annual open enrollment penod preced-

: . R 14 e “"mg the enrollment pemod for whlch the de- o

15 o terrmnatlon is bemg made R ;
"516, “(3) DETERMINATIOI\ OF AMOUNT OF‘ REF-
y 17 - ,IV"‘ERENCE \ PREMIUM 'E-OR EXPERLENCE-RATED “

18 ‘PLANS——l \' o
| | .‘195 .' ! ““(A) IN GENERAL -——The reference pre-
A :‘5 . 20 ’ | 'mmm estabhshed under paragraph (1) for any

o "-2'-1 ‘ “. class of enrollment under an’ expenence rated
: 22 “ o ::;\,health plan in'a eommumty ratmg area shall at h
. 23 - | ":.‘the annual electlon of the employer be equal

2 e



. O:\FRA\FRAS4.477 - - .. ‘STAFF mscussxon nn.m S sLe oo |
o VIB—ll S

’ | L - “(1) the reference premmm estabhshed )
o .“ 2 "'.'\,'Vunder paragraph @) for such class of en-“_‘
" 3 Vrollment for com.mumtv-rated plans or - .

4 | “(n) the average premlum under such:‘ B
5 o experxence rated plan for such class of en-r
6 roliment during 1996.. oo
7 SR “(B) SPECIAL 'RULE FOR SELF INSURED.Q.
8 PLANS —-In the case of a self-msured plan oper-’ |

| 9 atmg 1n more than 1 commumty ratmg area, o

=
o

" | the reference prermum shall be the average ofi‘ :
1 :‘: the reference premmms determmed under L

) 12 i o clause (1) or (i) of subparagraph (A) wh;chever

113 - is apphcable for all commumty ratlng areas in

B 14 - wl:uch 1t enrolls mdmduals welghted to reﬂectv

;1'5':- N the number of prlmary msureds enrolled ; ini. the‘ '
- 16 "0"\ 3 (‘ plan in n each such area. _' | ) ‘\ ~: |
. _13‘7 "“(4) Commmrr RATED “ PREMIUMS SUBMIT-‘.: ~
18 fi,"ﬁ_"TEn T0 SECRETARY ;-Not later than 90 days before .
\ ;,19’ o ;"the ﬁrst day of an annual open enrel]ment penod.
g 20 'japphcable to any cemmumty-rated certlﬁed health_j.
- 21 "_plan (or such later date as the Secretary may pre~ |
7) ) - fscnbe) the plan shall subnnt to the Secretary the"
23 - iannual prennums 1t wﬂl charge for each class of en-
24 ﬁ ,’f-". rol]ment durmg the coverage perled to Wh.lch the en-:

. 25 o rolJment penod apphes

.\".
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“(5) SEPARATE PREMIL\IS --—-The Seeretarv

| shall estabhsh separate reference prenruums under o

thls subsectlon (mcludmg the adJusted nat10na1 low- o

cost prermum) for commumtv-rated certxﬁed health‘

plans prowdmg the standard beneﬁts package the |
basm beneﬁts package or the catastroplnc beneﬁts o .
| package | |

}“('c)' SPECIAL RULES —For purposes o'f thlS

M
B

{

‘case of employer contnbutlons w1th respect to an) ‘
. »employee made to a: multlemplover health plan on a o
“-~bas1s other than per employee per month the Sec— "
/ . f{retary may by regulatxons prescrlbe the method of’. L

15
16
R
20
2

deterxmmng that portlon of such contnbutlons whlch a
1s to be treated as-an excess employer contmbutlon o
8 “(2) COVERAGE FOR ONLY PART. OF MONTH.— -

’If an employee is covered under a certlﬁed healthf,‘ o

\

: plan for only a portlon of a month the amount of o
""the deductlon dlsallowed under subsectlon (a) with
"respect to such month shall he an amount Whlchl‘ "
“bears the same ratlo to the excess employer con-q B
.tnbutlon for such month as. such portlon bears o

| 2% ‘the entn'e month

“(1) MULTIEMPLOYER HEALTH PLAN ~—In the o
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“(3) AGGREGATIO\ RL‘LES —-For purposes of '

o this" subsectlon-—‘ - :

e

A

as a smgle employer under subseetlon (b) or (c) )

of sectlon 414 shall be treated as a smgle em- : o

ployer

employees of members of an afﬁllated semce{

group (as deﬁned in| sestmn 414(m)) shall he'

\A " treated as emploved by a smgle employer

| “(d) DEFINITIONS ——For purposes of thls sectlon-—,_.‘;:h

A‘ “(1) IN GENERAL —Any term used in this sec-. ’ '_ -
ﬂ*tlon whlch 1s also used in the Health Reform Act
L shall have the same meanmg glven such term by the |

- Health Reform Act S .{' E

“(2) PREMIUMS—_‘\' _‘

“(A) IN GENERAL -—The term pren:uum '

has the meamng gwen such term by seetlon' :

o ‘4503(a)(3) D

i

ey .

L “(B) ADMINISTRATIVE cos'rs -——Amounts

'-«, rece1ved for health-related admlmstratlve serv-'.\f,‘ -
| -1ces (as deﬁned m sectlon 4501(d)) provlded m"j

| »' fconnectxon Wlth any certlﬁed standard health i :

~3AA-'-plan shall be treated as premmms N \‘ .f.‘.' .

-

“(A) I\ GEI\'ERAL -_All employers trEated'

: “(B) AFFILIATED SERVICE 'GROUPS. —All RRRA
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"‘(C) SELF- I‘\"SLRED PLAI\S -—In the case 1

«of a self-msured plan premmms shall melude— R

t | “(1) the expendltures descrlbed in- sub-
sectlons (d) and (e) of sectlon 4502 w1th

respect to coverage under the plan and

“(u) m the .case. of any coverage pro-»-

v1ded through an msuranee pohey, pre* ‘

miums pald for sueh coverage

' "f“(3) INSURANCE POLICY —The term msurance ‘

L - pohey means any pohcy or other mstrument where-

S

L by a eontract of msurance 1s 1ssued renewed or ex—

“(4) MULTIEMPLOYER HEALTH PLAI\ -—The

term rmultlemplover health plan means a quahﬁed
: health plan wlneh 1s part of an employee welfare

| f_beneﬁt plan (w1th.1n the meamng of sectlon 3(1) of

the Employee Retlrement Ineome Secunty Act of

[

I3

’.qmred to contmbute and .

: “(B) wlnch is mamtamed pursuant to 1 or

o ‘more colleetlve bargammg agreements between Co

'.'1 or. more emplo ee orgamzatxons and more 4

: ‘than 1 employer

e

N “(A) to whxch more than 1 employer is" re~

.\
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G L 1 “sec 295, DEFINITIONSAND SPECIAL RULES o : ‘ |
B l ,2 N “(a) EMPLOYER -—For purposes of thls part——, ?.‘ , . {‘
: 3 " “(1) Il\ GEI\ERAL —-——The term employer means '
; :""4 : any person for whom an dewduallperforms serv- |
, 5 5 A_‘Vi 1ees of whatever nature, a‘s an emplovee (as deﬁned
6 ) 1n seenon 3401(c)) ’ 3 \ ) : ‘
" 7 AR “(2) SPECIAL RULES——{-' I
-8 l‘ “(A) A partnerslnp shall be treated as the )
. 9 A employer of each partner Who is an employee .
,‘."1'_10_' i mthm the meamng of seotlon 401(0)(1) ..: L |
S | ) “(B) An S corporatlon shall be treated as B
I' | 12 | the employer of each shareholder who is an em- .

; 14 :

.' "e
CoL Do
N 4\,
o ‘16

f--“(b) FORMER EMPLOYEE w-—The term’ employee m-- o L .

ployee w1thm ‘the meamng of sectlon 401(0)(1)

15 eludes a. fonner emplovee

“(c) EMPLOYER CONTRIBUTIONS ——For purposes of

17 thJs part—-— :

19 :_ , tnbutlon means mth respect to coverage under a

Ve ,' T

20 :

g 21 »:‘

e

4

FOR PERIODS COVERED —-For purposes of deterrmn
' :‘fwmg the employer contnbutlon amounts shall be

t ta.ken mto aeeount W1th respect to an: employee only

u(l) II\ GENERAL ——The term emplgyer con_ | SR

"_health plan the portlon of the cost of the eoverage

whxch is to be prowded by’ the employer

“(2) EMPLOYEES OI\LY TAKEN INTO ACCOUNT

\\ o “*\"l :
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o :13
’ ‘14 thlS sectmn sha]l take effect on J anuary 1 1997

N

16
P 18 7111 s a.mended by addmg at the end the followmg new

VIB——IG

o
[

i’ for perlods durmg Whlch such employee is eovered bv- :

‘the plan | | . Ny
"~:“‘(d) REGULATIOT\’S ——The Secretary shall prescrlbe

such regulatlons as are necessarv to carry eut the pr(m-

smns of tms part mcludmg reg'u.latlons provxdmg for the o

deterrmnatxon of the amount of any employer contnbutxon ’

and the preventmn of the a.vmdance of any tax unpesed
bv tlns part through the use of a.ny arrangement descnbed
in seetlon 414(0) mo ]i f

(b) CO\*FORMING AMENDMENT —The table of parts

'.i 11 for subchapter B of chapter 1 xs amended by addmg at

12 the end the follomng new item:

A

S’I‘AFF DISCUSSION DRAFI‘ . TsLe

C "PART XII—-*-LIMITATIONS ON DEDUC'I‘IBILITY OF Ebﬂ’LOYER-PROVIDED o

HEALTH BENEF[TS "

1

- AND GOVERNMENTS

(a) II\ GENERAL —Chapter 37 as added by sectlon

19 subchapter B
20 “Subchapter B—Health Contnbutlons of Tax-
f21‘l ’- |

Exempt Organu:atlons and Governments

- “See 4521. Health contnbunons of exempt orgamzatlons and
' govermnents :

(c) EFFECTIVE DATE ——The amendments made by

15 SEC. 8212 APPLICATION TO TAX EXEMPT ORGANIZATIONS o

K L.
A}

!

S e
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“SEC 4521 HEALTH CONTRIBUTIONS OF EXEMI’I‘ ORGANI B

L ZATIONS AND GOVERNMENTS

v\‘r‘

“(a) IMPOSITIOI\ OF TA}; ——-There is hereby nnposed

| '4 a tazl equal to the product of—— , o
\15 “(1) the tmble health contnbumons of an ap- o o

- 6 phcable enmty for any taxable year and . S ) -

; }‘ 7 A‘ | | “(2) the mghest rate of tan 1mposed under eec- o
g g tion ll(b) for such taxable year i i,

X 9 : “(b) TA}s.ABLE HEALTH CONTRIBUTION -;—For pur-
o, - ‘10 poses of this secmon the tenn ‘taxable health contnbutlon . ‘4
il . 11 means any contrlbutlon by an appheable entlty for cov-:' - ‘:' 8

12

s
, 15 |
ST
18

o ‘j21
,23

erage of an employee under a health pla.n whxch 1s—— . ‘_» R REREEE e
‘ “(1) a contnbutlon for coverage other than per- | |

Imtted coverage (as deﬁned in seetlon 293(0)), o ..: ? | . . |

\‘ “(2) an excess employer eontnbutlon (as de- -
- “ﬁned in sectlon 294(a)) or o “ ‘ -
| “(3) a contmbunon for coverage of &n employee e
‘under a medreare supplemental pohcy (as deﬁned m,’ : - ‘.
" v.»sectlon 1882(g)(1) ‘of the Socml Secumty Act) '_ e S
| A “(c) APPLICABLE ENTITY —-For purposes of: tl:us seo-f '“,A R
thIl nomthstandmg any other pr(msmn of law or: rule"_ ‘

of law the term apphcable enuty means thh respect‘} EE
to any employee an ent1tywh1ch—-—’\ SRR

.- “(1) 1s the employer (as deﬁned m sectxon-; -
296(&)) of such employee and S :

“(2) is—
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23 () CONFORMING AMEI\DMENT --The t.able of sub-'

{

R * VIB-18- s
’l,‘- " “". S | “(A) the Umted States any State or polm-

{
R strumentahty of anv of the foregomg, or

from tax under chapter 1.

poses of thxs sectlon—-

L1 296(c)

14 ﬁed by the Secretary

15 - “(3) OTHER TERMS —-Any term used m tlns

i

- 16 sectlon whlch is also nsed in part }- of subchapter ‘

I

18 | usedm such part

- : 20 eh regulatlons as may be necessary to carry out. the pro« :

22 1ng related tax- exempt and governmental entltles

L :2'4. ehapters for chapter 37 is amended by addmg at the end‘_ . o

. 25 'the follewmg new 1tem

cal subd1v151on thereof and anv agency or in-
; ’, “(B) ‘any - other entlty othermse exempt

2
3
4

A’ ,6 “(d) DEFINITIONS AND SPECIAL RULES ——For pur- ‘.y‘
7 S
8 “(1) CONTRIBUTIONS —The contnbutlons of an
9

apphcable entlty shall be determmed 1n the same . -
10 manner as employer contnbutmns under seetlon ,'

12, o0~ l“(2) TMLE YEAR——The term ‘taxable year o :

5 17 B of chapter 1 shall have the same mea,mng as. when"
| 19"7‘“ ' “(e) REGULATIONS ——The Seeretary shall prescnbe'.,i. :

;121‘ insxons of thxs sectlon mcludmg regtﬂamons for aggregat— T \

13 - - means the calendar year or snch other penod spec1- -

oL e ) -
. - B . Lt
NN ‘ M
A ag/? '
‘ . o A
Lo toe .
+ RN N e
i .
\
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e “suacxw'rm B-—-—I{EALTH CONTRIBUTIONS OF - TA)\ EXEMPT omm.mnozss ‘
L :  _AND Govr;mm:\'rs e :

4

- 1 (c) EFFECTIVE DATE ———The amendments made bxfi;'
| 2 thlS sectlon shall take effect on January 1 1997 o |
g :”:3 SEC. 6213, DENIAL OF DEDUCTION FOR CERTAIN CONT!N o
" 4 . GENT EMPLOYERHEALTH conmmu'rmNs
5 | (a) DENLAL OFDEDUCTION T S o
6 . (1) IN GENERAL ——Subsectlon (b) Of sectlon\' .
7 293 as added by seetlon 6211 is amended by StI‘lk-l N
8 "f_"mg ‘or’ at the end of paragraph (1), by strlkmg the‘ -
. 9 ' pemod at the end of parag'raph (2) and msertmg | | |
A ;jl,d and by addmg at the end the followmg new,:',f SRS
11 vparag’raph | ‘ . e / _ |
1 ‘12 ~' “(3) an employer contmbutlon descnbed in “sec- o ‘

RS tion 295 ~' S

= i
=

| @ ) NONDEDUCTIBLE CONTRBUTION -—Part ; -
15 XH of subehapter B of chapter 1, as added by sec- o “ 5
i ‘l:‘16f-\}-1._5:‘_jff‘t10n 6211 is’ amended bv rede&gnatmg seetmn 295 ! S l
17 ‘»_‘as sectlon 296 and by msertmg after seetmn 294 the: S
18 ‘,/"'.follomng new sectlon | k o - .
- 19 “sEC. 285. CONd'RIBUTmNs CONTINGENT ON HEALTH i L
L ‘2‘0 :a* e PLANS SELECTEDBYEMPLOYEES N - -

| 21 “(a) IN GENERAL -——-—An emplover contmbutmn is de-v-'

'22 scnbed in th.ls seetlon 1f the amount of such con‘l:mbutma"’t o

-‘ \23 is eontmgent on the certlﬁed health plan seleeted by the’; e
e '24 employee T s o :\. .
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- “(b) VARIATIO\*S 01\ CLASS OF E\"ROLLMZE\’T —Sub-

T .
)
. ] .

) ‘graph

, .

sectlon (a) shall not apply to any emplover contmbutlon

lench varles by reason of the class of enrollment selected

'_by any employee

(b) A.PPLICATIOI\ To EXEMPT ORGANIZATIONS AND

GOVERNMENTS ——Sectlon 4521(b) as added by sectlon

_.,62 12 IS amended by stnkmg or” at the end of paragraph
. (2) by redes1gnat1ng paragraph (3) as paragraph (4), and

*graph B B ,'

“(3) a contmbutlon descmbed In sectlon 29:) (re- -

b

.\

lected by employees) or”

( ) EFFECTIVE DATE —The amendments made by

‘ th1s sectlon shall take effect on J anuary 1 1997

. PART 3—OTHER PROVISIONS

‘.SEC 6221. LIMITATION ON PREPAYMENT OF MEDICAL IN

!

( ) GENERAL RULE —Subsectlon (d) of sectlon 213

‘ ~1s amended by addmg at the end the followmg new. para- : '

L “(10) LIMITATION ON PREPAYMENTS —If— E

. amount thch constltutes medIcal care under

. i

L hparagraph (1) and

latmg to contmbutlons contmgent on health plans se-

SURANCEPREMIUMS '; o y o

\.by addmg after paragraph (2) the followmg new para- '

“(A) the taxpayer pays a prequm or other B
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Q“(B) such premmm or other amount 1s"

~
:,.

' _“gproperlv allocable to msurance coverage or eare. :

to ‘be provlded durmg penods ‘more. than 12+
E :‘months after the month m Whmh such paymentf‘
”fa_w,,xs made L SR J BRE

'*;",‘:teuch premmm or ’other amount shall be treated as.'_
~' .'pald ratably over ‘the penod dunng whlch such m-kl

‘ *surance coverage or care is to_ be prowded The pre-" "

N RN IR MRV IR ST RS

: f": cedmg sentenee sha}l not apply to any prennum to“;

K

A w}.nch paragraph (7) apphes r) SN

—
o

(b) EFFECTWE DATE —The amendment made by‘.'

s
I

\"‘i, - ; : 12 subsectxon (a) shaH apply to amounts pald after December'_.;. h :
| 13 31 1994 R |
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6301 TREATMIENT OF HEALTH INSURANCE PURCHAS

NG COOPERATIVES S

(a) PURCHASI\G COOPERATIVES EXEMPT FROM -

. ~

H

(1) II\ GENERAL ——Subsectlon (e) of sectlon -

: '501 (relatmg to exempuon from tax on corporatlons

3.

5 certam trusts etc )1 is amended by addmg at the end _
‘the follomng new paragraph " | | |
| (26)(A) Any health msurance purchasmg €o-- o

" .‘operanve descrlbed in seetlon T R of the
.Health Reform Act | | | B ’ ’
(B) Such a COOperatwe shall not be exempt'{
gfrom tax pursuant to any provmon other than thst
jparagraph I | | o |
:“(C) Such a cooperatwe shall not be exempt ‘\
from ta.}. unless— ‘ o '

“(1) no part of the net earmngs of such co- " po

| shareholder or- mdjwdual

s “(n) no suhstantlal part of the actmtles of ’
. sueh cOOperatlve is carrymg on propaganda orv o

. other\mse attemptmg, to ;u;ﬂuenee_,,leglslatlon ’

. T

~ September 16, 1994 (3:18 p.m:)

. operatlve inures; to the beneﬁt of any pnvate
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L '(e}teept as. other'mse provlded in subsectmn (h))
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L “‘(iii‘) suéh"eéoperativé does :not‘ part‘icipatef -
. ;~ in, or mtervené tn (mcludmg the pubhshmg or
dlstnbutmg of statements) _any. pohtlcal cam-t
"palgn on behalf of (or in opposmon to) anv can- .
. d_ldate for pubhc ofﬁce o .
,(2) CERTAI\ PROVISIONS. APPLICABLE TO OR-
;GAI\’IZATIONS DESCRIBED I\ SECTIO’\ aOl(C)(S) MADE
- APPLICABLE TO PLRCHASI’\IG COOPERATIVES —See-

'tlon 501 is amended b} redes1gnatmg subsectlon (o) '

[ 3O Ry G

as subsectlon (p) and by 1nsertmg after subsectlon .

‘:l—-‘ .

(n) the follovnng neu subsectlon

o 14 “(0) CERTAI\’ PROVISIOI\S MADE APPLICABLE TO ‘

[a—
'-h-:

B s HEALTH INSURAI\CE PURCHASII\G COOPERATIV“S ——A

| A16 health msurance purchasmg cooperatwe descrlbed n sub- o -
51_7__ sectlon (c)(26) shall be treated—.,f_., e VQ T
18 - “(1) as descmbed in- subsectlon (c)(3) for pur- .‘ :

:‘19A'- E \7 poses of applvmg subsectlon (h) (relatmg to expendl- |

o :42'0 ; vtures by pubhc charmes to mﬂuence legxslatlon) o

21 . seetlon 4955 (relatmg to taxes on pohtlcal expendJ _-. o
22 './’tures of seetlon 501(c)(3) orgamzatlons), and sec-" E l‘

23 \ . 'tlon 4958 (relatmg to prxvate murement) and

;‘24‘..1 .. ,._ e ‘;(2) as:_devscrllbed in Sub$¢¢t1°§"(»h‘)( ) "5 o

+ - M N - Lt . ' N . ’ i . ;o . -

© . September 16,1894 (3:18pm) . . . 0 T e T T 824_
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»_empt orgamzatlons) 1s amended b} addmg at the end the

. fOllO“qng ne“, pal‘ag‘raph - — S /'{ .

'ﬁed lugh rlsk health msuranee pool ,
5 -“(B) For purposes of subparagraph (A) the term " |
quahﬁed hlgh msk health msuranee pool” “means -an i
Moemtiv— o o
U

' health 1nsurance because of health condltlons

subd.msmn—- '

| \‘~' “(I) partlclpates in the ongomg govemance

of the entlty and

Operatlon of the entlty, and

(b) EFFECTIVE DATE —The amendments made b\ N
tlus seeuon shall take effect on the date of the enaetment' o

'of thls Act

IISEC 6302. TAX EXEMPTION FOR HIGH-RISK INSURANCE ':‘

Subsectlon (c) of seetlcn 501 (relatmg to hst of ea— i

“(1) wlnch was estabhshed by a State or pOhtl-n | N
cal subdnaswn thereof to prowde health msuraneeﬁr
| L on a nonproﬁt basw to persons unable to ebtam; |
19,
S
. | Ae.l22 ‘
23 g

4

foe s

“(u) wn:h respect to wluch the State or pohtleal ﬂ":

“(II) subsuhzes dlreetly or mdn*ectly the

4(27)(A) In the case of tmble years begmmng after - ‘4 |
;Deeember 31, 1989, and before Januaq 1 1997 a quah-f- :
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1 C :~ “(111) no part of.' the net earmngs of wh:eh mure

B

to the beneﬁt of any pm ate shareholder member or

[

mdmdual " it .
SEC 6303 SPECIAL RULE FOR DEFERRED COh[PENSATION - L

§

PLANS OFFERED BY CERTAIN SECTION

2

3

4

6 o ‘.f’ B 501(c)(8) ORGANIZATIONS S N o
7 (a) In GENERAL —Sectlon 457(e) 1s. amended by ~ R
8 addmg at the end the follovnqg new.paragraph |

9 “(14) TREATMEN'I‘ OF EXCESS BEI\EFI’I‘ AR-.

1‘0:6 . RANGE’\lENTS OF CERTAI\ SECTIOI\ aOl(C)(B) ORGA- »

11 \’IZATIO\S— s | T
1200 f : “(A) I\ GENERAL —In the case of an mdl- o
13 ‘vxdual who is a member of a group mechcal'f

14 . j'.';practlee whlch 1s exempt from taxatxon under, .

15 - - "sectlon 501(3) and wh.lch 1s deserlbed m sectlon\.fv .
16 .. he ‘.501(e)(3) and who 1s a part1c1pant 1n an ehgn-l“:\
17 “ble deferred compensatlon plan mamtamed by
18 - such praetlce w}uch 1s an’ excess beneﬁt plan-—— '
19 o “(1) subsectlons (b)(2) and (¢)(1) shall": |
20 , :be apphed by‘substltutmg ‘$25 000’ for- -
21 - ;",f‘$7500’ v S Y
2 e subsectlon (b)(3)(A) shan be ap-
23 " f‘phed by substltutmg : ‘$2§;OOO~"‘: fer~':"“
u s, 000, and Lo T

25 o ) | “(m) subsectlon (c)(2) sha}l not *applv

Septembei 16, 1994 (3:1Bpmy . . = LT R xJ’ZG .
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‘, | 1 L “(B) E}s.CESS BE\EFIT PLA.\ —-For pur- L

' . . V:poses of subparagraph (A), the ‘term’ excessf’-"-'

R | 'ibeneﬁt plan means a-plan’ (or separable part ‘

o ‘thereof) Wl.uch is mamtamed b\ an emplover c
i o solely for purposes of provld.mg beneﬁts fer cer- -
c itam employees in exeess of the limitations - on‘ »

s eontnbutlons and beneﬁts 1mp0sed by sectlon'f

-

(b) EFFECTIVE DA'I‘E —The amendments made by" v

10 tlus sectlon applv to- tmble years begxnmng after Decem-~ o |
‘\"llbber31 1994, L s e ﬁ
12 SEC. 6304. TAX TREATMENT OF 501(c)(3) BONDS smmm'ro _,'"
o 13 | GOVERNMENTALBONDS o
.ﬁ : | o 14 : (a) I~ GEI\ERAL -—Subsectlon (a) of sectxbn 150 (re— o ’
- ‘1"5"‘ flatmg to deﬁmtlons and spec1al rules) is amended by stnk—_ E
- B 16 'mg paragraphs (2) and (4) by redes1gnatmg paragraphs:?‘. |
17 (5) and (6) as paragraphs (4) and (5), respectlvely, and:,
18 ;by msertmg after paragraph (1) the followmg new para- s |
T 20 o k?“(2) EXEMPT PERSOI\-—:.“'_ |
;211 e ‘, o “(A) IN GENERAL —The term exempt per- S
o 22 o sen means—f \ |
23 ‘V o N “(1) a governmental umt or o
- - 24 : “(11) a 501(@)(3) orgamzatlon, but 3
. o 25 o '- g only mth respect to 1ts actmtles whlch do - " e
Septamb9r161994{318pm) | A. . ‘ ‘- - | ?>7
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- not constxtute unrelated trades or bus,l»'}‘

: ‘nesses as determmed b\ applwng sectlon
o ?'.313(a) R |

"'“‘(B) GOVER\'ME\TAL L\'IT NoT TO IN-

k "."-lCLUDE FEDERAL GOVER\ME\' —The term
governmental umt does not 1nelude the Umted:r_‘ R

o States or any agency or mstrumentaht) thereof : ﬁ - : .
SRR | “(C) 501(0)(3) onemmnoz\ —The term.fj B

. ‘501(0)(3) orgamzatxon means any orgamzamon"f -

I e

'_]‘descmbed m sectlon 501(0)(3) and exempt from‘

P

| | ta.x under sectxon 501(&) D §
L : 12 (b) REPEAL op QLALIFIED 501(@)(3) BOND DES-' .
©3 IG\ATIO’\ —Sectmn 143 (relatmg to quahﬁed 501((:)(3)"1. o o O )

4 \'-

o .1'4 bonds) is repealed

N i

{15‘?’}«* ) _( ¢) CONFORMING AMENDMENTS -— . .
o 16 ‘,(’1.) Paragra.ph (3) of sectlon 141(b)
}’7 amended-—‘“ R “ o o e o
| ; 18 - ‘; C (A by stnklng goveﬁment use ' in s:ub-fz :

. 19 . paragraph (A)(n)(I) and Subparagraph (B)(”) :-i . -
20 L'. and 1nsemng exempt person use o | |
. 21 | . (B) by stnkmg a government use 1n sub-‘v‘ B o
Af";l22 paragraph (B) and 1nsert1ng an exempt person<',“’.‘ : S

9’

.. September16,1984 (318P.m) o . o 523/
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amended— o
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| ‘and msertmg related prwate busmess use

(D) by stnkmg “RELATED BUSI\'ESS USE” L

- ‘m the headmg of subparagraph (B) and msert-.‘ o

mg “RELA’I‘ED PRIVATE BUSI?\*ESS USE” and

(B by stnkmg “GOVERNMENT USE” 1n the

3 headmg thereof and msert.mg “EXEMPT PERSOI\ :~

. USE?’.' e

."(2) Subparagraph (A) of sectlon 141(b)(6) 13.,': R
amended by Strlkmg ‘a governmental umt” and in~ -

K sertmg an exempt person

(3) Paragraph (7) of seetlon 141(b)

“ sertmg exempt person use and

. (B) by stnkmg “GOVERNMEN’T USE”

~the’ headmg thereof and msertmg ' “EXEMPT |

' PERSON USE”

\:'

(4) Sectlon 141(b) 1s amended by stnkmg para- -
‘_;graph (9) |

‘ ;.by stnkmg' “governmental units” and msertmg ex-*'

,-empt persons

Sen!embar 16, 1994v(3A:18‘p.m.) ‘

- STAFF DISCUSSION DRAFI‘ . sic

(C) bv strlkmg related bus1ness use” in .

Qf'vsubparagraph (A)(n)(II) and subparagraph (B)' "

(5) Paragraph (1) of sectlon 141(0) 18 amended :

(A) by stmkmg government use and in- T,

M . J:


http:busine.ss
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L (6) Sectlon 141 is- amended by redesxgnatmg A

 SLC.

: "‘:_f'2 o Vsubsec‘mon (e) as subsectlon (f) and by 1nsert1ng."‘.
3 \:'-: afterysubsectlon (d) the followmg ne\x subsectlon - .
4 ’f"““(e) CERTAI\’ Issms:s USED To PROVIDE RESIDE\’ 3 |
VE 5. T].AL RENTAL HOUSING FOR FAMILY UNITS—— | I B
. 6 | B “(1) IN' GENERAL -—Except as prowded m para- B
'7.,”': ”graph (2) for purposes of th.xs tltle the term pm-}i?'. e
T 8 {f"' ,vate actmty bond’ includes any bond 1ssued as part’ o
;‘ . 9 of an lssue 1f any portlon of the net proceeds of the . -
B 10 : ;1ssue are to be used (dlrectly or 1nd1rectly) bv an ex- - y »‘ \/'
11 N ‘.»empt person descmbed I sectlon 150(a)(2)(A)(u) to c
12 ‘_'f,\“‘prowde resxdentlal rental pmperty for farmly umts %/,
\ 13; o .Thxs paragraph shaﬂ not apply 1f the bond Wouldr ;'
14 B “not ‘be.. a pnvate actmtx bond 1f the sectlon”,
/ M 15 f-;"f501(e)(3) orgamzatmn were not an exempt person. f" ‘ \ o
16 (2) EXCEPTIOI\ FOR BONDS USED T0 PROVIDEA} E ,
. \,l7~' , - QDALIFIED RESII)ENTIAL RENTAL PROJECTS —”‘ R
18 - Paragraph (1) shall not apply to anv bond 1ssued as’v» " o
o 19 o part of an lssue if the portlon of snch 1ssue whxch:f |
V‘ 200 1s to- be used : as descnbed 1n paragraph (1) is. to: be’ T \'
A, 21 used to prowde— P |

B “(A) a re51dent1al rental propert) for fam- . S

[\

B vﬂy umts 1f the ﬁrst use of sueh property is pur— "T

SRS
5O

3 suant to such 1ssue,

- Septembo’r18;_1.9,94 (3:18 p.m.) ‘_‘
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“(B) quahﬁed resxdentlal rental prOJeets, '~’
(as deﬁned in sectlon 142(d)) or L Lo | A
| , “(C) propertv w}ueh is to besubstantlally:
~"rehab1htated ina rehablhtatlon begmmng W’lth-w

"m the 2-vear penod endmg 1 year after the

o f“(3) SUBSTANTIAL REHABILITATIO\ —

“(A) II\ GENERAL —Except as prewded mv; e |

T 'Subparagraph (B) rules 31mﬂar o the rules of V‘
. fseetmn 47(0)(1)(0) shall applv in determlmng‘i s

for purposes of paragraph (2)(0) whether prop-.

= . erty is substantlaﬂv rehablhtated
“(B) EkOEPTIOI\ —For purposes of sub- e

“paragraph (A) clause (n) of seetlon 47(c)(1)( )

. _rwhere appropnate due to cucumstances not_ B IS
{ thhm the control of the owner
- .'1“(4) CERTAIN | PROPERTY TREATED AS- NEW,
PROPERT& —Solelv for purpeses of determlmng
) under paragraph (2)(A) whether the lst use of prop-, e

. ertyis pursuant to tax-exempt ﬁnanemg——= IR

| “(A) IN GENERAL-—If__ e

“(1) the lst use of property is pursu- L

ant to taxable ﬁnanemg, :

: shall not apply but the Secretary may extend‘; , S
| ) “the 24-month permd m sectxon 47(0)(1)(0)(1).’.‘ )
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| h 1 , (11) there was a reasonab]e expecta- . |
§ x e /tidn (at the tlme such ta}.able financmg-, l, j
\ “ kS - was promded) that such ﬁnancmg would bel ; - _3 ,
) } . | - replaced bV taa-exempt ﬁnancmg, and T

“(m) the taxable ﬁnanemg is-in’ fact

2

3

4
/‘ 6 . Sf; replaced w1th1n a reasonable penod- L
I7 AR | after the taxable ﬁnancmg was tpromded '
8
9

o - .
‘- : '

3 - v-";_ o then the lst use of. such property shall be treat- Rl
“ ed as bemg pursuant to the tax-exempt ﬁnanc- 2 =

11 o . L "‘(B) SPECIAL RULE WHERE NO OPERA’I‘-' L
125 ING STATE OR LOCAL PROGRAM FOR TAX-EX-

13 ‘*'EM;'PT‘ FINANCING —If. at the time of the lst

14 ,' L use of prOperty there ‘was no Operatmg State or' .
| _.“1'5. local program for tax-exempt ﬁnancmg of the . f} S -=
16 property, the lst use of the property shall be. o N | |
17 . treated as pursuant to the 1st tax—exempt ﬁ- A
18 - nancmg of the property | “ |
o 19 R “(C) DEFINI‘I‘IONS —-For purposes of thls“ .
20 paragraph—-t" I : .
".]2:1 ;j;:" o “(1) TA)S. EXEMPT FII\ANCING —The-
‘ 22 | " term ‘taJt-exempt ﬁnancmg ‘means ﬁnanc- .
23 ,‘ St o mg prowded by tax-exempt bonds R , o

«" .
S

(‘;‘H \\
| oo ’ ,’ . " o 1 ) BN - o h"‘ “,:\ - AV\,. ,’ A: . . 3 ‘ . . L. . - : . »_\-\,"' . " ) o
- September 16, 1994 (3116 p.m.) - IR . TR S ‘v ' ol L S o &32/ A
R 4 T T . . :-- . ‘\ “‘»‘._ - ,‘1' - “ oo ‘\ B s o . - . S ok - ‘. ) .




v -
. e
-

. L / o . . . N A
- B g LT 2 ‘ —V - N . - N
. X . - ) - . H . - *
B . - B . ! S . B - N
. . . A . .- PN N N PO B - . .
o . e 5 Sy, . . .

. . FEEE
. o .

September 16, 1994 (318 p.m.) . -

[

O:\FRA\FRA94478 = -

AN

© e u o AW

L e N N I o
. R ., N . .

TR N R R R e e
G RO N = S0 w0 .9 o x &~ -

.”’I-

- ”sertlng an exempt person

N

: VIC—ll

“(11) TA};ABLE FI\AACI\G —-The

1

N
LT v;hxch is not ta;x—exempt fmanemg

(7) Sectlon 141(f), as- redemgnated bv para-'

g'raph (6), 1s amended—— o

(A) by addmg or at the end of subpara--h, -
o ',,,-"'graph ®, e ,'
v~ | (B) by stnlnng cor” at the end of sub-
= : ‘ ‘paragraph (F), and msertmg in heu thereof a -

B penod and

(C) by strlkmg‘ subparagraph (G)

o (8) The last sentence of sectlon 144(b)(1) 1s L |
, famended by stmkmg “(deterrmned” and all that fol- )

lows to the period. . o

(9) Clause (11) of sectlon 144(0)(2)(0)

| k.;amended by stmkmg ‘a govemmental umt rand - -

- -

(10) Sectlon 146(g) is amended— ; :
(A) by stnkmg paragraph (2) and

. (B) by redes1gnatmg the remalmng para- |
= graphs after paragraph (1) as paragraphs (2). o

",\“,\ :

and (3), respectlvely :

, (11) The headmg of sectlon 146(k)(3) sp’
T ’amended by stnkmg “GOVERNMENTAL” and msert- |

. mg “EXEMPT PERSOI\” SN

U

'STAFF DISCUSSION DRAFT . sLel

term ‘ta).able ﬁnancmg means ﬁnancmg o

1
. . .'. ’ .
) B i .
P2 Rs . ’
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12) The headmo' of sectlon 146(m) is’ amended \ o
o ':'l} by stmkmg “GO\’ER\:ME\T” and 1nsert1ng “EXE:MPT ,‘
.',"";PERsox” | ‘/ e
(13) Subsectlon (h) of sectlon 147 is amended;{
ii'}to read as follows ” e '. ' |
?‘ “(h) CERTAIN RULES Not To APPLX TO MORTGAGE" :
REVENUE Bowns A.\'D QLALIFIED STUDENT LOAN :,4; a
 Boxps.—Subsections @), (b, (c), and (d) shall not applyi] -
to any quahﬁed mortgage bond quahﬁed veterans mort- :1 L

o 10 gage bond or quahﬁed student loan bond no o

16

47

LI

I
23

-September 16,1994 318pm) .

15
S

(14) Sectlon 147 is amended by stnkmg para- . =
graph (4) of snbsectxon (b) and redesxgnatmg para- .

graph (5) of such subsectxon as paragraph (4)

(15) Subparagraph (F) of sectlon 148(d)(3) is. " ,

amended— | 3 ‘

‘501(0)(3) bond”; and -

(B) by stnkmg “GOVERNMENTAL USE ';

.\':thereof and msertmg “EXEMPT PERqo\*”

" (16) Subclause (IT) of section 148(f)(4)(B)(11) o
1s amended by stmkmg' “(other than a quahﬁed'

501(@)(3)bond)” e
(17) Cla.use (1v) of sectxon 148(f)(4)(C)

amended——-

- STAFF mscussxon DRAFI‘ . sie

@ by St”kmg ‘or: Whlch is a’ quahﬁed::’fi

o ,_BONDS AND' QDALIFIED 501(@)(3)” in the headmg | :

&2




