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Omnibus Budget
Reconciliation
Act of 1987.
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Reconciliation
Act of 1987.

T USC 1421 note.

*Public Law 100-203
100th Congress
An Act

To provide for reconciliation pursuant to section 4 of the concurrent resolution on the
budget for the fiscal year 1988.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “Omnibus Budget Reconciliation Act
of 1987".

SEC. 2. TABLE OF CONTENTS.

Title I—Agriculture and related programs.

Title II—National Economic Commission.

Title IIl—Education p

Title IV—Medicare, mg‘caiﬂ. and other health-related programs.
Title V—Energy and environmental programs.

Title VI—Civil service and postal service programs.

Title VII—Veterans' programs.

Title VIII—Budget policy and fiscal procedures.

Title IX—Income security and related programs.

Title X—Revenues.

TITLE I—AGRICULTURE AND RELATED
PROGRAMS

SEC. 1001. SHORT TITLE; TABLE OF CONTENTS.

(a) Snort TiTLE.—This title may be cited as the “Agricultural
Reconciliation Act of 1987".
(b) TaBrLE oF CoNTENTS.—The table of contents is as follows:

TABLE OF CONTENTS
Sec. 1001. Short title; table of contents.

Subtitle A—Adjustments to Agricultural Commodity Programs
1101. Target price reductions,
Loan rates

1103. Feed grain diversion p i

1104. Price support reduction For nontarget price commodities.
1105. Loan rate differentials.

1106. Storage cost adjustment.

. Acreage limitation program for oats.

1108. Producer reserve program.

1109. Yield adjustments.

1110. Advance payments.

1111, Advam:etr:margamcy compensation payments for wheat.
1112. Tobacco provisions.

1113. Haying and grazing.

FEETETRARERRY

ENROLLMENT ERRATA

Pursuant to the provisions of section 8004 of this Act (appearing on 101 Stat.
1330-282), changes made are indicated by footnote.

*Note: For information on the printing of this law and a related Presidential d see the editorial note
at the end.
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Subtitle B—Optional Acreage Diversion

1201. Wheat optional acreage diversion program.
1202. Feed grains optional acreage diversion program.
1203. Regulations.

Subtitle C—Farm Program Payments

1301. Prevention of the creation of entities to qualify as separate persons.

1302. Payments limited to active farmers.

1303. Definition of person: eligible individuals and entities; restrictions applic-
able to cash-rent tenants.

1304. More effective and uniform application of payment limitations.

1305. Regulations; transition rules; equitable adjustments.

1306. Foreign persons made ineligible for program benefits.

1307. Honey loan limitation.

Subtitle D—Prepayment of Rural Electrification Loans !

Chapter 1—Prepayment of Rural Electrification Loans

1401. Prepayment of loans.
1402. Use of funds.
1403. Cushion of credit payments program.

Chapter 2—Rural Telephone Bank Borrowers

1411. Rural Telephone Bank interest rates and loan prepayments.

1412. Interest rate to be considered for purposes of assessing eligibility for
loans.

1413. Establishment of reserve for losses due to interest rate fluctuations.

1414, Publication of Rural Telephone Bank policies and regulations.

Subtitle E—Miscellaneous

1501. Marketing order penalties.

1502. Study of use of agricultural commodity futures and options markets.

1503. Authorization of appropriations for Philippine food aid initiative.

1504. Rural industrialization assistance

1505. Plant variety protection fees.

1506. Annual appropriations to reimburse the Commodity Credit Corporation
for net realized losses.

1507. Federal crop insurance.

1508. Ethanol usage.

1509. Demonstration of family independence program.

Subtitle A—Adjustments to Agricultural
Commodity Programs

£EE
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SEC. 1101. TARGET PRICE REDUCTIONS.

(a) WheaT.—Effective only for the 1988 and 1989 crops of wheat,
section 107D(cX1XG) of the cultural Act of 1949 (7 U.S.C. 1445b-
3(cX1XQ)) is amended by stri out “$4. 29  per bushel for the 1988
crop, $4.16 per bushe} for the 1989 crop” and inserting in lieu
tilagaeof "§.4.23 per bushel for the 1988 crop, $4.10 per bushel for the

crop”.

(b) FEep Grains.—Effective only for the 1988 and 1989 crops of
feed grains, section 105C(c)(1XE) of such Act (7 U.S.C. 1444e(c)1XE))
is amended by stnlun% out “$2.97 per bushel for the 1988 cro , $2.88

r bushel for the 1989 crop” and inserting in lieu thereof “$ 93 per

ushel for the 1988 crop, $2.84 per bushel for the 1989 crop”.

(c) Corron.—Effective only for the 1988 and 1989 crops of upland
cotton, section 103A(c)(1XD) of such Act (7 U.S.C. 1444-1(c)1XD)) is
amended by striking out “$0.77 per pound for the 1988 crop, $0.745

1 Copy read “loans".
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per pound for the 1989 crop” and inserting in lieu thereof “$0.759
per pound for the 1988 crop, $0.734 per pound for the 1989 crop’.

(d) ExTrA LonG StarLE Corron.—Effective only for the 1988 and
1989 crops of extra long staple cotton, section 103(h)X3)(B) of such Act
(7 U.S.C. 1444(h)3XB)) is amended—

(1) by striking out “The” and inserting in lieu thereof “Except
as provided in clause (ii), the”’; and
(2) by adding at the end thereof the following new clause:

“(ii) In the case of each of the 1988 and 1989 crops of extra long
staple cotton, the established price for each such crop shall be 118.3
p2ercent of the loan level determined for such crop under paragraph
( ) "

(e) Rice.—Effective only for the 1988 and 1989 crops of rice,
section 101A(c)1)D) of such Act (7 U.S.C. 1441-1(cX1)XD)) is amended
by striking out “$11.30 per hundredweight for the 1988 crop, $10.95
per hundredweight for the 1989 crop” and inserting in lieu thereof
“$11.15 per hundredweight for the 1988 crop, $10.80 per hundred-
weight for the 1989 crop”.

SEC. 1102. LOAN RATES.

(a) WHeAT.—Effective only for the 1988 through 1990 crops of
wheat, section 107D(a)(3)XB) of the Agricultural Act of 1949 (7 U.S.C.
1445b-3(a)(3)(B)) is amended by striking out “‘not be reduced by more
than 5 percent from the level determined for the preceding crop.”
a}xlld inserting in lieu thereof the following: “not be reduced by more
than—

“(i) in the case of the 1987 crop, 5 percent from the level
determined for the preceding crop;

“(ii) in the case of the 1988 crop, 3 percent from the level
determined for the preceding crop;

“(iii) in the case of the 1989 crop, 5 percent from the level
determined for the preceding crop, plus an additional 2
percent from the level determined for the preceding crop if
the Secretary, after taking into account any reduction that
is provided for under paragr refh (4XA)Xii), determines that
such additional percentage ction is necessary to main-
tain a competitive market position for wheat; and

“(iv) in the case of the 1990 crop, 5 percent from the level
determined for the preceding crop.’

(b) FEED GrAINS.—Effective only for the 1988 through 1990 crops
of feed grains, section 105C(a)}2)XB) of such Act (7 U.S.C.
1444e(a)(2)B)) is amended by striking out “not be reduced by more
than 5 percent from the level determined for the preceding crop.”
:hnd inserting in lieu thereof the following: “not be reduced by more

an—

(i) in the case of the 1987 crop, 5 percent from the level
determined for the preceding crop;

“(ii) in the case of the 1988 crop, 3 percent from the level
determined for the preceding crop;

“(iii) in the case of the 1989 crop, 5 percent from the level
determined for the preceding crop, plus an additional 2
percent from the level determined for the preceding crop if
the Secretary, after taking into account any reduction that
is provided ?{')r under paragraph (3XA)ii), determines that
such additional percentage reduction is necessary to main-
tain a competitive market position for feed grains; and
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*(iv) in the case of the 1990 crop, 5 percent from the level
determined for the preceding crop.”.

(¢c) Corron.—Effective only for the 1988 through 1990 crops of
upland cotton, subparagraph (A) of section 103A(a)2) of such Act (7
U.S.C. 1444-1(a)(2XA)) is amended to read as follows:

“(A) The loan level for any crop determined under paragraph
(1)(B) may not be reduced below 50 cents per pound nor more than—

“(i) in the case of the 1987 crop, 5 percent from the level
determined for the preceding crop;

“(i1) in the case of the 1988 crop, 3 percent from the level
determined for the preceding crop;

“(iii) in the case of the 1989 crop, 5 percent from the level
determined for the preceding crop, plus an additional 2 percent
from the level determined for the preceding crop if the Sec-
retary determines that such additional percentage reduction is
necessary to maintain a competitive market position for upland
cotton, and

“(iv) in the case of the 1990 crop, 5 percent from the level
determined for the preceding crop.’

(d) Rice.—Effective only for the 1988 through 1990 crops of rice,
paragraph (2) of section 101A(a) of such Act (7 U.S.C. 1441-1(a)2)) is
amended to read as follows:

*(2) The loan level for any crop determined under paragraph (1XB)
may not be reduced by more than—

“(A) in the case of the 1987 crop, 5 percent from the level
determined for the preceding crop;

“(B) in the case of the 1988 crop, 3 percent from the level
determined for the preceding crop:

“(C) in the case of the 1989 crop, 5 percent from the level
determined for the preceding crop, plus an additional 2 percent
from the level determined for the preceding crop if the Sec-
retary determines that such additional percentage reduction is
neﬁesaary to maintain a competitive market position for rice;
an

‘(D) in the case of the 1990 crop, 5 percent from the level
determined for the preceding crop.”.

SEC. 1103. FEED GRAIN DIVERSION PROGRAM.

Effective only for the 1988 and 1989 crops of feed grains, section
105C(f)X5) of the Agricultural Act of 1949 (7 U.S.C. 1444e(f)5)) is
amended by adding at the end thereof the following new
subparagraph
“DXi) In the case of the 1988 and 1989 crops of corn, grain
sorghums, and barley, except as provided in clause (ii), the Secretary

make land diversion payments to producers of corn, grain
sorghums, and barley, in accordance with this paragraph, under
which the required reduction in the crop e base shall be 10
percent and the diversion payment rate shall be $1.75 per bushel for
corn. The Secretary shall establish the diversion payment rate for
grain sorghums and barley at such level as the Secretary determines
is fair and reasonable in relation to the rate established for corn.

“(ii) In the case of the 1989 crop of corn, grain sorghums, or
barley, the Secretary may waive the application of clause (i) if the
Secre determines that it is necessary to maintain an adequate
supply of corn, grain sorghums, or barley.”.
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SEC. 1104. PRICE SUPPORT REDUCTION FOR NONTARGET PRICE
COMMODITIES.

(a) ToBacco.—Effective only for the 1988 and 1989 crops of to-
bacco, section 106(f) of the Agricultural Act of 1949 (7 U.S.C. 1445(f))
is amended by adding at the end thereof the following new

aragraph:

“(8XA) Notwithstanding any other provision of this subsec-
tion, in the case of each of the 1988 and 1989 crops of any kind
of tobacco, the Secretary shall reduce the support level for such
crop by an amount equal to 1.4 percent of the level otherwise
established under this subsection. Any such reduction shall not
be taken into consideration in determining the support level for
a subsequent crop of tobacco.

“(B) In lieu of making any such reduction, the Secretary may
impose assessments on the producers and purchasers in an
amount sufficient to realize a reduction in outlays equal to the
amount that would have been achieved as a result of the
reduction uired under subparagraph (A). Such assessments
shall not apply to purchasers if it is judicially determined that
the imposition of thz(rurchasar assessment will adversely affect
the contracts entered into under section 1109 of the Consoli-
cliz.étegs)(zpmibus Budget Reconciliation Act of 1986 (7 U.S.C.

(b) PeanuTs.—Effective only for the 1988 and 1989 crops of pea-
nuts, section 108B of such Act (7 U.S.C. 1445¢c-2) is amended by
adding at the end thereof the following new paragraph:

“(6) Notwithstanding any other provision of this section, in
the case of each of tﬁe 1988 and 1989 crops of peanuts, the
Secretary shall reduce outlays under the program provided for
under this subsection by an amount equal to 1.4 percent of the
amount of ou that would otherwise be incurred in the
absence of the reduction required by this mag’raph.".

(c) Honey.—Effective only for the 1987 h 1990 crops of
honey, section 201(b)(1) of such Act (7 U.S.C. 1446(b)X1)) is amended
by adding at the end thereof the following new subparagraph:

‘D) Notwithstanding the foregoi.r¥ tﬁl;%vmons of this para-

aph, effective for each of the 198 ugh 1990 crops, the

oan and purchase level for honey that would otherwise apply
under subparagraphs (B) and (C), without regard to tilﬂ
subparagraph, be reduced for loans and purchases made
after the date of the enactment of this subparagraph by 2 cents
per pound for the 1987 crop, % cents per pound for the 1988
crop, % cent per Pou.nd for the 1989 crop, and % cent per pound
for the 1990 crop.”.

(d) Miuk.—Section 201(dX2) of such Act (7 U.S.C. 1446(d)) is
Gy 7 bparagraph (0), by striking out “sub h (A)

in su ap i} riking out “subparagrap "
and msertmg in lieu thereoszthis paragraph’’; and

(2) by adding at the end thereof the following new
subparagraph:

“(F) During calendar year 1988, the Secretary shall provide for a
reduction of 2% cents per hundredweight to be made in the price
received by producers for all milk produced in the United States and
marketed by producers for commercial use.”.

(e) Sucar.—Section 201(j) of such Act (7 U.S.C. 1446())) is amended
by adding at the end thereof the following new paragraph:
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“(T) Notwithstanding any other provision of this section, in
the case of each of the 1988 and 1989 crops of sugar beets and
sugarcane, the Secretary shall reduce outlays under the pro-
gram provided for under this subsection by an amount equal to
1.4 percent of the amount of outlays that would otherwise be
incurred in the absence of the reduction required by this
paragraph.”.

(f) WooL aND MonAIr.—Section 703(b) of the National Wool Act of
1954 (7 U.S.C. 1782) is amended—

(1) by striking out “The” and inserting in lieu thereof "(1)
Except as provided in paragraphs (2) and (3), the”;

(2) by striking out “: Pravi£ " and all that follows through
the period and inserting in lieu thereof a period; and

(3) by adding at the end thereof the following new paragraphs:

“(2) Excegt as provided in paragraph (3), for the marketing years
beginning January 1, 1982, and ending December 31, 1990, the
support price for shorn wool shall be 77.5 percent (rounded to the
near}els{tnfull cent) of the amount calculated according to para-
gra '

“83) For the marketing rs beginning January 1, 1988, and
ending December 31, 1989, the support price for shorn wool shall be
76.4 percent (rounded to the nearest full cent) of the amount cal-
culated according to paragraph (1).”.

SEC. 1105. LOAN RATE DIFFERENTIALS.

Section 403 of the icultural Act of 1949 (7 U.S.C. 1423) is
amended by adding at the end thereof the following new sentence:
“Notwithstanding the preceding provisions of this section, for each
of the 1988 through 1990 crops otP wheat and feed grains, no adjust-
ment in the loan rate applicable to a particular region, State, or
county for the purpose of reflecting transportation differentials may
increase or decrease such reg'ionu;ﬁ State, or county loan rate from
the level established for the previous year by more than the percent-
age change in the nationa? average loan rate plus or minus 2
percent.”.

SEC. 1106. STORAGE COST ADJUSTMENT. 15 USC 714b

For the fiscal years 1988 and 1989, the Secretary of Agriculture "'
shall ensure that expenditures of the Commodity Credit Corporation
for commercial storage, transportation, and handling of commod-
ities owned by the Corporation (excluding storage payments made in
accordance with section 110 of the Agricultural Act of 1949 (7 U.S.C.
1445e)) are reduced by $230,000,000 in such fiscal years from the
amount of funds otherwise projected to be expended in fiscal years
1988 and 1989 under the budget base determined under section 251
of the Balanced Budget and Emergency Deficit Control Act of 1985
(2 U.S.C. 901) for commercial storage, transportation, and handling
of such commodities. In order to achieve the savings required by this
section, the Secretary shall adjust storage, handling, or transpor-
tation expenditures paid by the Corporation or take other appro-
priate actions.

SEC. 1107. ACREAGE LIMITATION PROGRAM FOR OATS.

Effective only for the 1988 throv.gh 1990 crops of feed grains,
section 105C(f)(2) of the icultural Act of 1949 (7 U.S.C. 1444e(f)(2))
is s.n;lended by adding at the end thereof the following new subpara-
graph:
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Regulations.

“G) In the case of the 1988 through 1990 crops of oats, the
Secretary shall not establish a percentage reduction in accordance
with paragraph (1) in excess of 5 percent. In implementing this
subparagraph, the Secretary shall issue regulations that provide for
the fair and equitable treatment of producers on a farm for which
an oat and barley crop acreage base has been established. To ensure
the efficient and fair implementation of this subparagraph, the
Secretary shall announce revisions of the acreage limitation pro-
gram for the 1988 crop of feed grains that implement this subpara-
graph as soon as practicable after the date of enactment of the
Agricultural Reconciliation Act of 1987. In the case of the 1990 crop
of oats, the Secretary may waive the application of this subpara-
graph if the Secretary determines that the supply of oats will be
excessive.”.

SEC. 1108. PRODUCER RESERVE PROGRAM.

Subparagraph (A) of the fourth sentence of section 110(b) of the
Agricultural Act of 1949 (7 U.S.C. 1445e(b)) is amended—

(1) in clause (i), by striking out “17 percent of the estimated
total domestic and export usage of wheat during the then
current marketing year for wheat, as determined by the Sec-
retary”’ and inserting in lieu thereof ‘300 million bushels”; and

(2) in clause (ii), by striking out ‘“7 percent of the estimated
total domestic and export usage of feed grains during the then
current marketing year for feed grains, as determined by the
Secretary” and inserting in lieu thereof “450 million bushels”.

SEC. 1108. YIELD ADJUSTMENTS.

Effective only for the 1988 through 1990 crops of wheat, feed
grains, upland cotton, and rice, section 506(bX2) of the Agricultural
Act of 1949 (7 U.S.C. 1466(b)2)) is amended by adding at the end
thereof the following new subparagraph:

“(C) In the case of each of the 1988 through 1990 crop years for a
commodity, if the farm program payment yield for a farm is reduced
more than 10 percent below the farm program payment yield for the
1985 crop year, the Secretary shall make available to producers
established price payments for the commodity in such amount as the
Secretary determines is necessary to provide the same total return
to producers as if the farm pro%:am payment yield had not been
reduced more than 10 percent below the farm program payment
yield for the 1985 crop year. Such payments shall be made available
to %mugprs at the time final deficiency payments are made
available.”.

SEC. 1110. ADVANCE PAYMENTS.

Effective only for the 1988 through 1990 crops of wheat, feed
grains, upland cotton, and rice, section 107C(a) of the Agricultural
Act of 1949 (7 U.S.C. 1445b-2(a)) is amended—

(1) by striking out paragraph (1) and inserting in lieu thereof
the following new paragraph:

“(1) If the Secretary establishes an acreage limitation or set-aside
program for any of the 1988 through 1990 crops of wheat, feed
grains, upland cotton, or rice under this Act and determines that
deficiency payments will likely be made for such commeodity for
such crop, the Secretary shall make advance deficiency payments
available to producers for each of such crops.”; and
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(2) in paragraph (2)XF), by striking out clause (iii) and insert-
ing in lieu thereof the following new clause:
“(iiiXI) in the case of wheat and feed grains, not less than
40 percent, nor more than 50 percent, of the projected
payment rate; and
“(II) in the case of rice and upland cotton, not less than 30
percent, nor more than 50 percent, of the projected pay-
ment rate,”.

SEC. 1111. ADYANCED EMERGENCY COMPENSATION PAYMENTS FOR
WHEAT.

Effective only for the 1987 through 1990 crops of wheat, section
107D(c)X1XE) of the Agricultural Act of 1949 (7 U.S.C. 1445b-
3ll{c)(1)(E)) is amended by adding at the end thereof the following new
clauses:

“(iii) Notwithstanding any other provision of this Act, in the case
o]t; aﬁu::h of the 1987 through 1990 crops of wheat, the Secretary
s —_—

“(I) by December 1 of each of the marketing years for such
crops (or, in the case of the 1987 crop, as soon as practicable
after the date of enactment of the Agricultural Reconciliation
Act of 1987), estimate the national weighted average market
price, per bushel of wheat, received by producers during such
marketing year;

“(II) by December 15 of such marketing year (or, in the case of
the 1987 crop, as soon as practicable, but not later than 75 days,
after the date of enactment of such Act), use the estimate to
make available to producers who have elected the payment
option authorized by this clause not less than 75 percent of the
increase in established price payments estimated to be payable
with respect to such crop under this subparagraph; and

“(IIl) adjust the amount of each final established price pay-
ment for wheat to reflect any difference between the amount of
any estimated payment made under this clause and the amount
of actual payment due under this subparagraph.

“(iv) Producers shall elect the payment option authorized by
clause (iii)—

“(I) in the case of the 1987 crop of wheat, not later than 45
days after the date of the enactment of this clause; and

‘I) in the case of each of the 1988 through 1990 crops of Contracts.
wheat, at the time of entering into a contract to participate in
the program established by this section for the crop.”.

SEC. 1112. TOBACCO PROVISIONS.

(a) TRANSFER AUTHORITY.—Section 316 of the Agricultural Adjust-
ment Act of 1938 (7 U.S.C. 316(h)) is amended by adding at the end 7 USC 1314b.
thereof the following new subsection:

Se:r(};n) Notwithstant’dm;ﬁeg a?’y otl:;‘eJr ision of this hsecliéi:;: thg
tary may permi r June any crop , the an
transfer of flue-cured tobacco quota assigned to a iarm if—

“(A) the planted acreage of flue-cured tobacco on the farm to
which the quotaisassiﬁ;e:isdeterminedbytheSecretarytobe
equal to or greater 90 percent of the farm’s acreage
allotment, or the planted acreage is determined to be sufficient
to tIigumdut:ta the farm marketing quota under average conditions;
an

91-194 O - 90 - 26 : QL.3 Part 2
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“(B) the farm’s expected production of flue-cured tobacco is
less than 80 percent of the farm’s effective marketing quota as a
result of a natural disaster condition.

*(2) Any lease and transfer of quota under this paragraph may be
made to any other farm within the same State in accordance with
regulations issued by the Secretary.”.

(b) PeEriopic ADJUSTMENT OF YIELD FacTtor roR 2 FLUr-CURED
ToBacco AcreaGe-PounpaAGe Quotas.—Section 317(a) of such
Act (7T U.S.C. 1314c(a)) is amended by striking out “and at five year
ig)tzegala thereafter” each place it appears in paragraphs (2), (4), and
( 3

(c) ImProvED ToBACcO FieLp MEASUREMENT.—It is the sense of
Congress that the Secretary of Agriculture should review current
compliance procedures for acreage or poundage quotas with respect
to cigar and dark-air and fire-cured tobaccos under the Agricultural
Act of 1949 (T U.S.C. 1421 et seq.) to determine means of improving
such procedures. The Secretary shall recommend to Congress
changes in existing law that would be necessary to implement any
such improvements.

SEC. 1113. HAYING AND GRAZING.

(a) WaeaTr.—Effective only for the 1988 through 1990 crops of
wheat, section 107D of the Agricultural Act of 1949 (7 U.S.C.
1445b-3) is amended—

(1) in subsection (c)X1XK)—
(A) in clause (i)—
(i) by striking out “(i)"’; and
(ii) by redesignating subclauses (I) and (II) as clauses
(i) and (ii), respectively; an
(B) by striking out clause (ii);
(2) in subsection (f4)—
(A) in subparagraph (B)—
(i) by striking out “Subject to subparagraph (C), the”
and inserting in lieu thereof “The”; and
(ii) by striking out “hay and grazing,”; and
(B) by striking out subparagraph (C) and inserting in lieu
thereof the following new subparagraph

“(C)Xi) Except as provided in clauses (ii) and (iii), haying and
grazing of acreage designated as conservation use acreage for the
purpose of meeting any requirements established under an acreage
limitation program (including a program conducted under subsec-
tion (c)(1XC)), set-aside program, or land diversion program estab-
lished under this section shall be permitted, except during any
consecutive 5-month period that is established by the State commit-
tee established under section 8(b) of the Soil Conservation and
Domestic Allotment Act (16 U.S.C. 590h(b)) for a State. Such 5-
month period shall be established during the period beginning April
1, and ending October 31, of a year.

“(ii) In the case of a natural disaster, the Secretary may permit
unlimited haying and grazing on such acreage.

“(iii) Haying and grazing shall not be permitted for any crop
under clause (i) if the Secretary determines that haying and grazing
would have an adverse economic effect.”.

2 Copy read "For".
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(b) FEeEp GrAins.—Effective only for the 1988 through 1990 crops
of feed grains, section 105C of such Act (7 U.S.C. 1445b-3) is 7 USC 144de.
amended—

(1) in subsection (cX1XI)—
(A) in clause (i)—
(i) by striking out “(i)”’; and
(ii) by redesignating subclauses (I) and (II) as clauses
(i) and (ii), respectively; an
(B) by striking out clause (ii);
(2) in subsecnonnﬁ[
(A) in subparagra h (B)—
(i) by striking out “Subject to subparagraph (C), the”
b ribths ot Ay Gy
ii) by striking ou and grazing,”’; an
(B) by striking out subparagraph (C) and inserting in lieu
thereof the following new subparagraph:

“(CXi) Except as provided in clauses (ii) and (iii), haying and
grazing of acreage designated as conservation use acreage for the
Furpose of meeting any requirements established under an acreage

imitation program (including a pro?ram conducted under subsec-
tion (cX1XB)), set-aside program, or land diversion program estab-
lished under this section shall be permitted, except during any
consecutive 5-month period that is established by the State commit-
tee established under section 8(b) of the Soil Conservation and
Domestic Allotment Act (16 U.S.C. 590h(b)) for a State. Such 5-
month period shall be established during the period beginning April
1, and ending October 31, of a year.

“(ii) In the case of a natura.l disaster, the Secretary may permit
unlimited haying and grazing on such acreage.

“(iii) Haying and grazing shall not be permitted for any crop
under clause (1) if the Secretary det.enmnes that haying and grazing
would have an adverse economic effect.”.

(c) Corron.—Effective only for the 1988 through 1990 crops of
upland cotton, section 103A of such Act (7 U.S.C. 1444-1) is
amended—

(1) in subsection (cX1XG)—
(A) in clause (i)—
(i) by striking out “(i)”’; and
(i) by redesignating subclauses (I) and (I) as clauses
(i) and (ii), respectively; an
(B) by striking out clause (ii);
(2) in subsection (fX3)—
(A) in subparagraph (B)—
(i) by striking out “Subject to subparagraph (C), the”
and inserting in lieu thereof “The”; and
(u) by striking out “hay and grazing,”; and
by striking out subparagraph (C) and inserting in lieu
the the foll new subparagraph:

“(CXi) Except as provided in clauses (ii) and (iii), haying and
grazing of acreage designated as conservation use acreage for the

of meeting any muuementa established under an acreage

imitation (p)(l)(C}) ;dmg a prog‘rl:ﬁld ‘flondncted under
subsection (¢ , set-aside , or version program
established under this section mﬂm o

rmitted, exce t during an
consecutive 5-month period that is mmlg:e tate com:mt{
tee established under section 8(b) of the So Comervatlon and
Domestic Allotment Act (16 U.S.C. 590h(b)) for a State. Such 5
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month period shall be established during the period beginning
April 1, and ending October 31, of a year.

“(ii) In the case of a natural disaster, the Secretary may permit
unlimited haying and grazing on such acreage.

“(iii) Haying and grazing shall not be permitted for any crop
under clause (1) if the Secretary determines that haying and grazing
would have an adverse economic effect.”.

(d) Rice.—Effective only for the 1988 through 1990 crops of rice,
section 101A of such Act (7 U.S.C. 1441-1) is amended—

(1) in subsection (c}1XG)—
(A) in clause (i)—
(i) by striking out “(1)"; and
(ii) by redesignating subclauses (I) and (II) as clauses
(i) and (ii), respectively; and
(B) by striking out clause (ii);
(2) in subsection (f}3)—
(A) in subparagraph (B)—
(i) by striking out “Subject to subparagraph (C), the”
and inserting in lieu thereof “The"; and
(ii) by striking out “hay and grazing,”; and
(B) by striking out subparagraph (C) and inserting in lieu
thereof the following new subparagraph:

“C)Xi) Except as provided in clauses (ii) and (iii), haying and
grazing of acreage designated as conservation use acreage for the

urpose of meeting any requirements established under an acreage
imitation program (including a program conducted under subsec-
tion (c)1XB)), set-aside program, or land diversion program estab-
lished under this section shall be permitted, except during any
consecutive 5-month period that is established by the State commit-
tee established under section 8(b) of the Soil Conservation and
Domestic Allotment Act (16 U.S.C. 590h(b)) for a State. Such 5-
month period shall be established during the period beginning
April 1, and ending October 31, of a year.

‘““(ii) In the case of a natural disaster, the Secretary may permit
unlimited haying and grazing on such acreage.

“(iii) Haying and grazing shall not be permitted for any crop
under clause (1) if the Secretary determines that haying and grazing
would have an adverse economic effect.”.

Subtitle B—Optional Acreage Diversion

SEC. 1201. WHEAT OPTIONAL ACREAGE DIVERSION PROGRAM.

Effective only for the 1988 through 1990 croga of wheat,
section 107D(cX1XC) of the Agricultural Act of 1949 (7 U.S.C.
1445b-3(cX1XC)) is amended—
(1) in clause (iXID), by striking out “, subject to the compliance
of the producers with clause (ii)”’;
(2) by striking out clauses (ii) and (iii) and inserting in lieu
thereof‘ the following new clauses:

“(ii) Notwithstanding any other provision of this section, any
producer who elects to devote all or a portion of the permitted wheat
acreaﬁe of the farm to conservation uses (or other uses as provided
in subparagraph (K)) under this subparagraph shall receive defi-
ciency payments on the acreage that is considered to be planted to
wheat and eligible for payments under this subparagraph for such
crop at a per-bushel rate established by the Secretary, except that
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such rate may not be established at less than the projected defi-
ciency payment rate for the crop, as determined by the Secretary.
Such projected payment rate for the crop shall be announced by the
Secretary prior to the period during which wheat producers may
agree to icipate in the program for such crop.

“(iii) The Secretary shall implement this subparagraph in such a
manner as to minimize the adverse effect on ibusiness and other
agriculturally related economic interests within any county, State,
or region. In carrying out this subparagraph, the Secretary is au-
thorized to restrict the total amount of wheat acreage that may be
taken out of production under this subparagraph, taking into consid-
eration the total amount of wheat acreage that has or will be
removed from production under other price support, production
adjustment, or conservation program activities. No restrictions on
the amount of acreage that n:m“lr.I be taken out of production in
accordance with this subparagraph in a crop year shall be imposed
in the case of a county in which producers were eligible to receive
disaster emergency loans under section 321 of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1961) as a result of a
disaster that occurred during such crop year.”; and

(3) in clause (iv)—
(A) by inserting “(or all)” after “such portion”; and
(B) {y inserting “under this subparagraph” after
“subparagraph (K))".

SEC. 1202. FEED GRAINS OPTIONAL ACREAGE DIVERSION PROGRAM.

Effective only for the 1988 through 1990 crops of feed grains,
section 105C(cX1XB) of the Agricultural Act of 1949 (7 US.C.
1444e(c)(1XB)) is amended—

(1) in clause (iXII), by strikinq out “, subject to the compliance
of the producers with clause (ii)”;

(2) by striking out clauses (ii) and (iii) and inserting in lieu
thereof the following new clauses:

*(i1)) Notwithstanding any other provision of this section, any
producer who elects to devote all or a portion of the permitted feed
grain acreage of the farm to conservation uses (or other uses as

rovided in subparagraph (I)) under this subparagraph shall receive

eficiency payments on the acreage that is considered to be planted
to feed grains and eligible for payments under this subparagraph for
such cmE at a per-bushel rate established by the Secretary, except
that such rate may not be established at less than the projected
deficiency ent rate for the crop, as determined by the Sec-
retary. Such projected payment rate for the crop shall be announced
by the Secretary prior to the period during which feed grain pro-
ducers may agree to participate in the program for such crop.

“(iii) The Secretary sﬁall implement this subparagraph in such a
manner as to minimize the adverse effect on agribusiness and other
agriculturally related economic interests within any county, State,
or region. In carrying out this sub ph, the gecretary is au-
thorized to restrict the total amount of feed grain acreage that may
be taken out of production under this subparagraph, taking into
consideration the total amount of feed grain acreage that has or will
be removed from production under other price alﬁ)port. production
adjustment, or conservation program activities. No restrictions on
the amount of acreage that may be taken out of production in
accordance with this subparagraph in a crop year shall be imposed
in the case of a county in which producers were eligible to receive
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disaster emergency loans under section 321 of the Consolidated
Farm and Rural Development Act (7 U.S.C. 1961) as a result of a
disaster that occurred during such crop year.”; and
(3) in clause (iv)—
(A) by inserting “(or all)” after “such portion”’; and
(B) by inserting “under this subparagraph” after
“subparagraph (I))".

SEC. 1203. REGULATIONS.

(a) IN GENERAL.—Not later than 30 days after the date of enact-
ment of this Act, the Secretary of Agriculture shall issue regulations
implementing the amendments made to sections 107D(cX1)XC) and
105C(c)(1XB) of the Agricultural Act of 1949 (7 U.S.C. 1445b-3(c)(1XC)
and 1444e(c)(1)B)) by sections 1201 and 1202, respectively.

(b) NoNrEDUCTION OF BASES AND YIELDS.—Such regulations shall
include provisions that ensure that the wheat or feed grain crop
acr:ge base and farm program payment yield for any farm will not
be reduced if the producers on the farm set aside from production
all, or a portion, of the producer’s permitted acr under the
acreage diversion program under section 107D(c)1)XC) or
105C(cX1XB) as amended by section 1201 or 1202, respectively.

(c) EFFect ON LANDLORD-TENANT RELATIONS.—Such regulations
shall ensure, to the maximum extent practicable, that the programs
authorized under this subtitle will not adversely affect the relation-
ships between landlords and tenants, regarding any crop acreage
base entered into such programs, in existence on the date of enact-
ment of this Act.

Subtitle C—Farm Program Payments

SEC. 1301. PREVENTION OF THE CREATION OF ENTITIES TO QUALIFY AS
SEPARATE PERSONS.

(a) IN GENERAL.—Effective beginning with the 1989 crops, the
Food Security Act of 1985 is amended—

(1) in section 1001(1) (7 U.S.C. 1308), by striking out “For
each” and inserting in lieu thereof “Subject to sections 1001A
through 1001C, for each”;

(2) in section 1001(2)—

(A) in sub; aph (A), by striking out “For each” and
inserting in lieu thereof “Subject to sections 1001A through
1001C, for each”; and

(B) in sub aph (C), by striking out “The total” and
inserting in lieu thereof “Subject to sections 1001A through
1001C, the total”’; and

(3) by inserting after section 1001 the following new section:

“SEC. 1001A. PREVENTION OF CREATION OF ENTITIES TO QUALIFY AS
SEPARATE PERSONS; PAYMENTS LIMITED TO ACTIVE
FARMERS.

“(a) PREVENTION OF CREATION OF ENTITIES TO QUALIFY AS SEPA-
RATE PErsons.—For the purposes of preventing the use of multiple
legal entities to avoid the effective application of the payment
limitations under section 1001: ) !

‘(1) IN GENERAL.—A person (as defined in section 1001(5XBXi))
that receives farm program payments (as described in para-
graphs (1) and (2) of this section as being subject to limitation)



PUBLIC LAW 100-203—DEC. 22, 1987 101 STAT. 1330-13

for a crop year under the Agricultural Act of 1949 (7 U.S.C. 1421
et seq.) may not also hold, directly or indirectly, substantial
beneficial interests in more than two entities (as defined in
section 1001(5)BXiXII)) engaged in farm operations that also
receive such payments as separate persons, for the purposes of
the application of the limitations under section 1001. A person
that does not receive such payments for a crop year may not
hold, directly or indirectly, substantial beneficial interests in
more than three entities that receive such payments as separate
persons, for the purposes of the application of the limitations
under section 1001.

“(2) MINIMAL BENEFICIAL INTERESTS.—For the pu of this
subsection, a beneficial interest in any entity that is less than 10
percent of all beneficial interests in such entity combined shall
not be considered a substantial beneficial interest, unless the
Secretary determines, on a case-by-case basis, that a smaller
percentage should apply to one or more beneficial interests to
ensure that the purpose of this subsection is achieved.

“(3) NoriFicaTioN BY ENTITIES.—To facilitate administration
of this subsection, each entity receiving such ents as a
separate person shall notify each individual or other entity that
acquires or holds a substantial beneficial interest in it of the
requirements and limitations under this subsection. Each such
entity receiving payments shall provide to the Secretary of
Agriculture, at such times and in such manner as prescribed b
the Secretary, the name and social security number of eac
individual, or the name and taxpayer identification number of
each entity, that holds or acquires a substantial beneficial
interest.

“(4) NOTIFICATION OF INTEREST.—

“(A) In GENERAL.—If a person is notified that the person
holds substantial beneficial interests in more than the
number of entities receiving payments that is permitted
under this subsection for the purposes of the application of
the limitations under section 1001, the person immediately
shall notify the Secretary, designating those entities that
should be considered as permitted entities for the person for
purposes of applying the limitations. Each remaining entity
in which the person holds a substantial beneficial interest
shall be subject to reductions in the payments to the entity
subject to limitation under section 1001 in accordance with
this subparagraph. Each such payment applicable to the
entity shall be reduced by an amount that bears the same
relation to the full payment that the person’s beneficial
interest in the entity bears to all beneficial interests in the
entity combined. Before making such reductions, the Sec-
Te shall notify all individuals or entities affected
th:;'avy and it them to adjust among themselves their
interests in the designated entity or entities.

“(B) Notice Nor proviDED.—If the person does not so
notify the Secretary, all entities in which the person holds
substantial beneficial interests shall be subject to reduc-
tions in the per person limitations under section 1001 in the
manner described in subparagraph (A). Before making such
reductions, the Secretary shall notify all individuals or
entities affected thereby and permit them to adjust among
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themselves their interests in the designated entity or
entities.”.
SEC. 1302. PAYMENTS LIMITED TO ACTIVE FARMERS.

Effective beginning with the 1989 crops, section 1001A of the Food
Security Act of 1985, as added by section 1301, is amended by adding
at the end the following:

“(b) PAYMENTS LiMITED TO ACTIVE FARMERS. —

“(1) In GeNERAL.—To be separately eligible for farm program
payments (as described in paragraphs (1) and (2) of section 1001
as being subject to limitation) under the Agricultural Act of
1949 with respect to a particular farming operation (whether in
the person’s own right or as a partner in a general partnership,
a grantor of a revocable trust, a participant in a joint venture,
or a participant in a similar entity (as determined by the
Secretary) that is the producer of the crops involved), a person
must be an individual or entity described in section 1001(5)XB)i)
and actively engaged in farming with respect to such operation,
as Provid under paragraphs (2), (3), and (4).

“(2) GENERAL CLASSES ACTIVELY ENGAGED IN FARMING.?—For
the purpt})ls?g} of paragraph (1), except as otherwise provided in

ph (3):

“(A) InprvipuaLs.—An individual shall be considered to
be actively engaged in farming with respect to a farm
operation if—

“(i) the individual makes a significant contribution
(based on the total value of the farming operation) of—

‘“(T) capital, equipment, or land; and
“(II) personal labor or active personal manage-
ment,;
to the farming operation; and

“(ii) the individual's share of the profits or losses
from the farming operation is commensurate with the
individual’s contributions to the operation; and

“(iii) the individual’s contributions are at risk.

“(B) CORPORATIONS OR OTHER ENTITIES.—A corporation or
other entity described in section 1001(5XB)iXII) shall be
considered as actively engaged in farming with respect to a
farmin‘g operation if—

(i) the entity separately makes a significant con-
tribution (bm-;edy on the total value of the farming oper-
ation) of capital, equipment, or land;

“(ii) the stockhz?ders or members collectively make a
significant contribution of personal labor or active per-
sonal management to the operation; and

“(iii) the standards provided in clauses (ii) and (iii) of
paragraph (A), as applied to the entity, are met by the
entity.

“C) Etzﬂnm MAKING SIGNIFICANT CONTRIBUTIONS.—If a
general partnership, joint venture, or similar entity (as
determined by the Secretary) separately makes a signifi-
cant contribution (based on the total value of the farming
operation involved) of capital, equipment, or land, and the
standards provided in clauses (ii) and (iii) of paragraph (A),
as applied to the entity, are met by the entity, the partners

3 Copy read “Curasses ActiveLy ENGAGED IN Farming”.
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or members making a significant contribution of personal
labor or active personal management shall be considered to
be actively engaged in farming with respect to the farming
operation involved.

‘(D) EQUIPMENT AND PERSONAL LABOR.—In making deter-
minations under this subsection regarding equipment and
personal labor, the Secretary shall take into consideration
the equipment and personal labor normally and customar-
ily provided by farm operators in the area involved to
produce program Crops.

“(3) SPECIAL CLASSES ACTIVELY ENGAGED IN FARMING.—Not-
withstanding paragraph (2), the following persons shall be
considered to be actively engaged in farming with respect to a
farm operation:

“(A) LanpowNERs.—A person that is a landowner
contributing the owned land to the farming operation if the
landowner receives rent or income for such use of the land
based on the land’s production or the operation’s operating
results, and the person meets the standard provided in
clauses (ii) and (iii) of paragraph (2XA).

“(B) FamiLy MEMBERS.—With respect to a farming oper-
ation conducted by persons, a majority of whom are individ-
uals who are family members, an adult family member who
makes a significant contribution (based on the total value of
the farming operation) of active personal management or
personal labor and, with respect to such contribution, who
meets the standards provided in clauses (ii) and (iii) of
paragraph (2)A). For the purposes of the preceding sen-
tence, the term ‘family member’ means an individual to
whom another family member in the farming operation is
related as lineal ancestor, lineal descendant, or sibling
(including the spouses of those family members who do not
make a significant contribution themselves).

“(C) SHARECROPPERS.—A sharecropper who makes a
significant contribution of personal labor to the farming
operation and, with respect to such contribution, who meets
gl)? ;)tandards provided in clauses (ii) and (iii) of paragraph

“(4) PERSONS NOT ACTIVELY ENGAGED IN FARMING.—For the
purposes of paragraph (1), except as provided in paragraph (3),
the following persons shall not be considered to be actively
engaged in farming with respect to a farm operation:

“(A) LanpLorps.—A landlord contributing land to the
farming operation if the landlord receives cash rent, or a
crop share guaranteed as to the amount of the commodity
to be paid in rent, for such use of the land.

“(B) OTHER PERSONS.—Any other person, or class of per-
sons, determined by the Secretary as failing to meet the
standards set out in paragraphs (2) and (3).

“(5) CusTOM FARMING SERVICES.—A person receiving custom
farming services will be considered separately eligible for pay-
ment limitation purposes if such person is actively engaged in
farming based on paragraphs (1) through (3). No other rules
with respect to custom farming shall apply.”.
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Regulations.

SEC. 1303. DEFINITION OF PERSON: ELIGIBLE INDIVIDUALS AND ENTI-
TIES; RESTRICTIONS APPLICABLE TO CASH-RENT TENANTS.

Effective beginniigev;nt'th the 1989 crops:

(a) IN GENERAL. ion 1001(5) of the Food Security Act of 1985
(7 U.S.C. 1308(5)) is amended—

(1) by inserting after the first sentence of subparagraph (A)
the following new sentence: “Such regulations shall incorporate
the provisions in subparagraphs (B) through (E) of this para-
%'rogglag,”paragraphs (6) and (7), and sections 1001A through

(2) by striking out the second sentence of subparagraph (A)
and inserting in lieu thereof the following new subparagraph:

“(BXi) For the purposes of the regulations issued under subpara-
graph (A), subject to clause (ii), the term ‘person’ means—

“(I) an individual, including any individual participating in a
farming operation as a partner in a general partnership, a
participant in a joint venture, a grantor of a revocable trust, or
a participant in a similar entity (as determined by the
Secretary);

“(II) a corporation, joint stock company, association, limited
partnership, charitable organization, or other similar entity (as
determinea? by the Secretary), including any such entity or
organization participating in the farming operation as a partner
in a general partnership, a participant in a joint venture, a
grantor of a revocable trust, or as a participant in a similar
entity (as determined by the Secretary); and

“(IIT) a State, political subdivision, or agency thereof.

“(iiXI) Such regulations shall provide that the term ‘person’ does
not include any cooperative association of producers that markets
commodities for producers with respect to the commodities so mar-
keted for producers.

“(I) In defining the term ‘person’ as it will apply to irrevocable
trusts and estates, the Secretary shall ensure that fair and equitable
treatment is given to trusts and estates and the beneficiaries
thereof.

“(iii) Such regulations shall provide that, with respect to any
married couple, the husband and wife shall be considered to be one
person, except that any married couple consisting of spouses who,
prior to their marriage, were separately engaged in unrelated farm-
ing operations, each spouse shall be treated as a separate person
with respect to the farming operation brought into the marriage by
such spouse so long as such operation remains as a separate farming
operation, for the purposes of the application of the limitations
under this section.”;

(3) by redesignating subparagraph (B) as subparagraph (C);
an

(4) by adding at the end thereof the following new subpara-

aphs:

"('Bll. XDY person that conducts a farming operation to produce a
crop subject to limitations under this section as a tenant that rents
the land for cash (or a crop share guaranteed as to the amount of the
commodity to be paid in rent) and that makes a significant contribu-
tion of active personal management but not of personal labor shall
be considered the same person as the landlord unless the tenant
makes a significant contribution of equipment used in the farming
operation.
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“(E) The Secretary may not approve (for purposes of the applica-
tion of the limitations under this section) any change in a farming
operation that otherwise will increase the number of persons to
which the limitations under this section are applied unless the
Secretary determines that the change is bona fide and substantive.
In the implementation of the p: ing sentence, the addition of a
family member to a farming operation under the criteria set out in
section 1001A(b)X1)XB) shall be considered a bona fide and sub-
stantive change in the farming operation.”.

(b) LANDS OWNED BY STATES, PoLITICAL SUBDIVISIONS, AND PUBLIC
ScHooLrs.—Paragraph (6) of section 1001 of the Food Security Act of
1985 (7 U.S.C. 1308(6)) is amended to read as follows:

“(6) The provisions of this section that limit payments to any
person shall not be a%plicable to land owned by a public school
diilltritlzt”or land owned by a State that is used to maintain a public
school.”.

SEC. 1304. MORE EFFECTIVE AND UNIFORM APPLICATION OF PAYMENT
LIMITATIONS.

(a) EnucaTtion PROGRAM.

(1) In GeNERAL.—The Secretary of Agriculture shall imple-
ment a payment provisions education program for appropriate
personnel of the Department of Agriculture and members and
other personnel of local, county, and State committees estab-
lished under section 8(b) of the Soil Conservation and Domestic
Allotment Act (16 U.S.C. 590h(b)), for the purpose of fostering
more effective and uniform application of the payment limita-
tions and restrictions under sections 1001 through 1001C of the
Food Security Act of 1985.

(2) TRaNING.—The education program shall provide training
to such personnel in the fair, accurate, and uniform application
to individual farming operations of the provisions of law and
regulation relating to the payment provisions of sections 1001
through 1001C of the Food Security Act of 1985. Particular
emphasis shall be given to the changes in the law made by
sections 1301, 1302, and 1303 of this Act.

(3) ImPLEMENTATION.—The education program shall be
implemented, and the training completed, not later than 3
days after the date final regulations are issued to carry out the
amendments made by this subtitle.

(4) Commonrry Crepitr CorrPorRATION.—The Secre shall
carry out the program provided under this subsection ugh
the Commodity Credit Corporation.

(b) ScuemMes or Devices.—Effective beginning with the 1989 crops,
the Food Secunt{ Act of 1985 is amended by inserting after section
1001A, as added by sections 1301 and 1302 of this Act, the following
new section:

“SEC. 1001B. SCHEMES OR DEVICES.

“If the Secretary of Agriculture determines that any person has
adopted a scheme or device to evade, or that has the purpose of
evading, section 1001, 1001A, or 1001C, such person shall be ineli-
gible to receive farm program payments (as described in paragraphs
(1) and (2) of section 1001 as being subject to limitation) applicable to
the crop year for which such scheme or device was adopted and the
succeeding crop year.”.

7 USC 1308 note.

7 USC 1308-2.
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Contracts.
7 USC 1308 note.

SEC. 1305. REGULATIONS; TRANSITION RULES; EQUITABLE ADJUST-
MENTS.

(a) REGULATIONS.—

(1) Issuance.—The Secretary of Agriculture shall issue—

(A) proposed regulations to carry out the amendments
made by this subtitle not later than April 1, 1988; and

(B) final regulations to carry out such amendments not
later than August 1, 1988.

(2) F1ELD INsTRUCTIONS.—Any field instructions relating to, or
other supplemental clarifications of, the regulations issued
under sections 1001 through 1001C of the Food Security Act of
1985 shall not be used in resolving issues involved in the
application of the payment limitations or restrictions under
such sections or regulations to individuals, other entities, or
farming operations until copies of the publication are made
available to the public.

(b) ALLowANCE FOR EQuiTABLE REORGANIZATIONS.—To allow for
the equitable reorganization of farming operations to conform to the
limitations and restrictions contained in the amendments made to
the Food Security Act of 1985 by this subtitle in cases in which the
application of such limitations and restrictions will reduce pay-
ments to the farming operation (as determined by the Secretary),
the Secretary may waive the application of the substantive change
rule under section 1001(5)E), as added by section 1308 of this Act, or
any regulation of the Secretary containing a comparable rule, to any
reorganization applied for prior to the final date when producers are
eligible to enter into contracts to participate in the commodity
g;:grams established for the 1989 crop year, to the extent the

retary determines appropriate to facilitate any such equitable
reorganizations that does not increase such payments.

(c) Goop FAITH RELIANCE ON OFFICIAL ApvICE.—Section 1001 of
the Food Security Act of 1985 (7 U.S.C. 1308) is amended by adding
at the end thereof the following new paragraph:

“(7) Regulations of the Secretary shall establish time limits for the
various steps involved with notice, hearing, decision, and the ap-
peals procedure in order to ensure expeditious handling and settle-
ment of payment limitation disputes. Notwithstanding any other
provision of law, actions taken by an individual or other entity in
good faith on action or advice of an authorized representative of the
Secretary may be accepted as meeting the requirement under this
section or section 1001A, to the extent the Secretary deems it
desirable in order to provide fair and equitable treatment.”.

(d) ConservaTION RESERVE APppPLICATION.—Notwithstanding sec-
tion 1234(f)2) of the Food Security Act of 1985 (16 U.S.C. 3834(f),
paragraphs (5) through (7) of section 1001, as amended by this
subtitle, and sections 1001A through 1001C, of the Food Security Act
of 1985 shall apply to the conservation reserve program under
subtitle D of title XII of such Act (16 U.S.C. 3831 et seq.) with respect
to rental payments to persons under contracts entered into after the
date of the enactment of this Act, except with respect to landlords
that receive cash rent, or a crop share guaranteed as to the amount
of the commodity to be paid in rent, for the use of the land.
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SEC. 1306. FOREIGN PERSONS MADE INELIGIBLE FOR PROGRAM BENE-
FITS.

Effective beginning with the 1989 crops, the Food Security Act of
1985 is amended by inserting after section 1001B, as added by
section 1304 of this Act, the following new section:

“SEC. 1001C. FOREIGN PERSONS MADE INELIGIBLE FOR PROGRAM 7 USC 1308-3.
BENEFITS.

“Notwithstanding any other provision of law:

“(a) INn GENERAL.—For each of the 1989 and 1990 crops, any person
who is not a citizen of the United States or an alien lawfully
admitted into the United States for permanent residence under the
Immigration and Nationality Act (8 U.S.C. 1101 et seq.) shall be
ineligible to receive any type of production adjustment payments,
price support program loans, payments, or benefits made available
under the Agricultural Act of 1949 (7T U.S.C. 1421 et seq.), the
Commodity Credit Corporation Charter Act (15 U.S.C. 714 et seq.), or
subtitle D of title XII of the Food Security Act of 1985 (16 U.S.C.
3831 et seq.) with respect to any commodity produced, or land set
aside from production, on a farm that is owned or operated by such
person, unless such person is an individual who is providing land,
capital, and a substantial amount of personal labor in the produc-
tion of crops on such farm.

“(b) CorroraTIiONS OR OTHER EnTITIES.—FoOr purposes of subsec-
tion (a), a corporation or other entity shall be considered a person
that is ineligible for production adjustment payments, price support
program loans, payments, or benefits if more than 10 percent of the
beneficial ownership of the entity is held by persons who are not
citizens of the United States or aliens lawfully admitted into the
United States for permanent residence under the Immigration and
Nationality Act, unless such persons provide a substantial amount
of personal labor in the production of crops on such farm. Notwith-
standing the foregoing provisions of this subsection, with respect to
an entity that is determined to be ineligible to receive such pay-
ments, loans, or other benefits, the Secretary may make payments,
loans, and other benefits in an amount determined by the Secretary
to be representative of the percentage interests of the entity that is
owned by citizens of the United States and aliens lawfully admitted
into the United States for permanent residence under the Immigra-
tion and Nationality Act.

“(c) PrROSPECTIVE APPLICATION.—No person shall become ineligible Contracts.
under this section for production adjustment payments, price sup-
port program loans, payments or benefits as the result of the
production of a crop of an agricultural commodity planted, or
commodity program or conservation reserve contract entered into,
before the date of the enactment of this section.”.

SEC. 1307. HONEY LOAN LIMITATION.

Section 1001(2)XC) of the Food Security Act of 1985 (7 U.S.C.
1308(2XC)) is amended—
(1) by striking ont clause (i); and
(2) in clause (ii), by striking out “(ii)".
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Subtitle D—Rural Electrification
Administration Programs

CHAPTER l—PREPAYMENEO(iI;gURAL ELECTRIFICATION

7 USC 936a note. SEC. 1401, PREPAYMENT OF LOANS.

Regulations.

(a) EuiciBiLity To PrEPAY.—Notwithstanding subsections (c), (d),
and (e) of section 306A of the Rural Electrification Act of 1936 (7
U.S.C. 936a (c), (d), and (e)), during fiscal year 1988, a borrower of a
loan made by the Federal Financing Bank and guaranteed under
section 306 of such Act (7 U.S.C. 936) may, at the option of the
borrower, prepay such loan (or any loan advance thereunder) in
accordance with subsections (a) and (b) of section 306A of such Act,
except that any prepayment that would cause the total amount of
such prepayments during fiscal year 1988 to exceed $2,000,000,000
sThall be subject solely to the approval of the Secretary of the

reasury.

(b) PrioriTy FOR APPROVAL.—In determining which borrowers
shall be permitted to prepay loans under subsection (a):

(1) The Administrator of the Rural Electrification Adminis-
tration shall give priority to those 8 borrowers that were deter-
mined by the Administrator, prior to the date of the enactment
of this Act, to be eligible to prepay, or that prepaid, an advance
under section 306A of such Act (as in effect prior to the date of
the enactment of this Act), except that to retain such priority a
borrower shall—

(A) notify the Administrator in writing, within 30 days
after the issuance of regulations to carry out this section, of
the intent of the borrower to prepay; and

(B) comelete such grepayment by disbursing funds to the
Federal Financing Bank to prepay loan advances within
120 days after the issuance of such regulations.

(2) In considering requests for prepayment under subsection
(a) by borrowers not described in paragraph (1), the Adminis-
trator shall permit prepayment based on the order in which
borrowers are prepared to disburse funds to the Federal Financ-
ing Bank to complete such prepayments. If more than 1 bor-
rower is so prepared at the same time, and if the combined
amount of such prepayments would cause the total amount of
prepayments during fiscal year 1988, under this section, to
exceeg?ﬁ,ﬁﬂﬂ,ﬂ(}o,m , the Administrator shall—

(A) base the determination on the date on which prepay-
ment applications have been submitted; or

(B) permit partial prepayment by two or more borrowers.

(¢) RecuLATIONS.—Not later than 30 days after the date of enact-
ment of this Act, the Administrator of the Rural Electrification
Administration shall issue such regulations as are necessary to
carry at this section.

(d) Stupy.—Not later than January 1, 1989, the Comptroller
General of the United States shall—

(1) study—

(A) all benefits provided by Federal Financing Bank lend-
ing and the procedures and conditions for the prepayment
of current Federal Financing Bank loans;
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(B) the benefits and costs to Federal Financing Bank
borrowers of making prepayments; and
(C) alternative conditions and procedures for prepayment
of all Federal Financing Bank loans to balance Federal
benefits with Federal costs; and
(2) submit to Congress a report describing the results of such Reports.
study, together with any appropriate recommendations.

SEC. 1402. USE OF FUNDS.

The Rural Electrification Act of 1936 is amended by inserting
after section 311 (7 U.S.C. 940a) the following new section:

“SEC. 312. USE OF FUNDS. 7 USC 940b.

“A borrower of an insured or guaranteed electric loan under this
Act may, without restriction or prior approval of the Administrator,
invest its own funds or make loans or guarantees, not in excess of 15
percent of its total utility plant.”.

SEC. 1403. CUSHION OF CREDIT PAYMENTS PROGRAM.

Title III of the Rural Electrification Act of 1936 (as amended by
section 1402 of this Act) is amended by adding at the end thereof the
following new section:

“SEC. 313. CUSHION OF CREDIT PAYMENTS PROGRAM. 7 USC 940c.

“(a) ESTABLISHMENT.—

“(1) In ceNErRAL.—The Administrator shall develop and pro-
mote a program to encourage borrowers to voluntarily make
deposits into cushion of credit accounts established within the
Rural Electrification and Telephone Revolving Fund.

“(2) INTEREST.—Amounts in each cushion of credit account
shall accrue interest to the borrower at a rate of 5 percent per
annum.

“(8) BALANCE.—A borrower may reduce the balance of its
cushion of credit account only if the amount obtained from the
reduction is used to make scheduled payments on loans made or
guaranteed under this Act.

“(b) Uses oF CusHioN oF CREDIT PAYMENTS.—

“(1) IN GENERAL.—

“(A) Casn BaLANCE.—Cushion of credit payments shall be
held in the Rural Electrification and Telephone Revolving
Fund as a cash balance in the cushion of credit accounts of
borrowers.

“(B) InTEREST.—All cash balance amounts (obtained from
cushion of credit payments, loan payments, and other
sources) held by the Fund shall bear interest to the Fund at
a rate equal to the wc::ﬁhted average rate on outstandin,
certificates of beneficial ownership issued by the Fund.

“(C) Creprts.—The amount of interest accrued on the
cash balances shall be credited to the Fund as an offsetting
reduction to the amount of interest paid by the Fund on its
certificates of beneficial ownership.

“(2) RURAL ECONOMIC DEVELOPMENT SUBACCOUNT.—

“(A) MAINTENANCE OF ACCOUNT.—The Administrator
shall maintain a subaccount within the Rural Electrifica-
tion and Telephone Revolving Fund to which shall be cred-
ited, on a monthly basis, a sum determined by multiplying
the outstanding cushion of credit payments made after
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October 1, 1987, by the difference (converted to a monthly
basis) between the average weighted interest rate paid on
outstanding certificates of beneficial ownership issued by
the Fund and the 5 percent rate of interest provided to
borrowers on cushion of credit payments.

‘(B) GRANTS.—The Administrator is authorized, from the
interest differential sums credited this subaccount and from
any other funds made available thereto, to provide grants
or zero interest loans to borrowers under this Act for the
purpose of promoting rural economic development and job
creation projects, including funding for project feasibility
studies, start-up costs, incubator projects, and other
reasonable expenses for the purpose of fostering rural
development.

“(C) REpAYMENTS.—In the case of zero interest loans, the
Administrator shall establish such reasonable repayment
terms as will ensure borrower participation.

“(D) Proceens.—All proceeds from the repayment of such
loans shall be returned to the subaccount.

“(E) NUMBER OF GRANTS.—Such loans and grants shall be
made during each fiscal year to the full extent of the
amounts held by the rural economic development
subaccount, subject only to limitations as may be from time-
to-time im by law.”.

CHAPTER 2—RURAL TELEPHONE BANK BORROWERS

SEC. 1411. RURAL TELEPHONE BANK INTEREST RATES AND LOAN

PREPAYMENTS.

7 USC 948 note. (a) FinpinGs.—Congress finds that—

(1) overcharging of Rural Telephone Bank borrowers has
resulted in $179 000,000 in excess profits and has imperiled
borrowers by rais wﬁlcosts to ratepayers;

(2) borrowers be able to seek redress under section
408(bX3)(G) of the Rural Electrification Act of 1936, as added by
subsection (c), or may leave the Rural Telephone Bank, but in
no case may the Governor of the Bank issue regulations requir-
ing any penalty from borrowers seeking to retire debt prior to
maturity; and

(3) any reduction in Federal Government * expenditures in
the operation of the Rural Telephone Bank, from borrowers’
conduct resulting from the implementation of the amendments
made by subsections (b) and (c), should be included in all
calculations of the budget of the United States Government,
authorized under the ** Balanced Budget and Emergency Deficit
Control Reaffirmation Act of 1987.

(b) RURAL TELEPHONE BANK LoAN PREPAYMENTS.— &

4

(1) PREPAYMENTS AUTHORIZED.—Section 408(b) of the Rural
Electrification Act of 1936 (7 U.S.C. 948(b)) is amended by
adding at the end the following new paragraph:

“(8) A borrower with a loan from the Rural Telephone Bank
may prepay such loan (or any part thereof) by paying the face
amount thereof without being required to pay the prepayment

Copy read "‘government”.
4= Copy read “under of the”.

 Copy read "PREPAYMENTS.".
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penalty set forth in the note covering such loan, if such prepay-
ment is not made later than September 30, 1988.”,

(2) PREPAYMENT REGULATIONS.—The Governor of the Rural 7 USC 948 note.
Telephone Bank shall issue regulations to carry out the amend-
ment made by paragraph (1) within 30 s after the date of
enactment of this Act. Such regulations shall implement the
amendment made by paragraph (1) without the addition of any
restrictions not set forth in such amendment.

(c) DETERMINATION OF INTEREST RATES ON RURAL TELEPHONE BaNnk
Loans.—Par h (3) of section 408(b) of the Rural Electrification
Act of 1936 (7 U.S.C. 948(b)3)) is amended—

{é) by inserting ‘“(A)” after the paragraph designation;
an

(2) by adding at the end thereof the following new
subparagraphs:

“(B) On and after the date of the enactment of this paragraph,
advances made on or after such date of enactment under loan
commitments made on or after October 1, 1987, shall bear
interest at the rate determined under subparagraph (C), but in
no event at a rate that is less than 5 percent per annum.

“(C) The rate determined under this subparagrapgeshall be—

“(i) for the period beginning on the date the advance is
made and ending at the close of the fiscal year in which
the advance is made, the average yield (on the date of the
advance) on outstanding marketable obligations of the
United States having a final maturity comparable to the
final maturity of the advance; and

“(ii) after the fiscal year in which the advance is made,
the cost of money rate for such fiscal year, as determined
under sub ph (D).

‘(D) Within 30 days after the end of each fiscal year, the
Governor shall determine to the nearest 0.01 percent the cost of
money rate for the fiscal year, by calculating the sum of the
results of the following calculations:

“@) The agg‘regat.e of all amounts received by the tele-
phone bank during the fiscal year from the issuance of class
A stock, multiplied by the rate of return payable by the
telephone bank during the fiscal year, as specified in sec-
tion 406(c), to holders of class A stock, which product is
divided by the aggregate of the amounts advanced by the
telephone bank during the fiscal year.

“(11) The gate of all amounts received by the tele-

hone bank during the fiscal year from the issuance of class
stock, multiplied by the rate at which dividends are
payable by the t.el?hone bank during the fiscal year, as
specified in section 406(d), to holders of class B stock, which
product is divided by the te of the amounts ad-
vanced %the telephone bank during the fiscal year.

“(iii) The aggregate of all amounts received by the tele-
Ehone bank during the fiscal year from the issuance of class

stock, multiplied by the rate at which dividends are
payable by the telephone bank during the fiscal year, under
section 406(e), to holders of class C stock, which product is
divided by the aggregate of the amounts advanced by the
telea:hone bank duri.nf the fiscal year.

“@ivXI) The sum of the results of the calculations de-
scribed in subclause (II).
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“(II) The amounts received by the telephone bank during
the fiscal year from each issue of telephone debentures and
other obligations of the telephone bank, multiplied, respec-
tively, by the rates at which interest is payable during the
ﬁscaf year by the telephone bank to holders of each issue,
each of which products is divided, respectively, by the
aggregate of the amounts advanced by the telephone bank
during the fiscal year.

“(vXI) The amount by which the a?-regate of the amounts
advanced by the telephone bank during the fiscal year
exceeds the te of the amounts received by the tele-
phone bank from the issuance of class A stock, class B
stock, class C stock, and telephone debentures and other
obligations of the telephone bank during the fiscal year,
multiplied by the historic cost of money rate as of the close
of the ﬁsn‘:a]y year immediately preceding the fiscal year,
which product is divided by the te of the amounts
advanced by the telephone bank during the fiscal year.

“(II) For purposes of this clause, the term ‘historic cost of
money rate’, with respect to the close of a preceding fiscal
year, means the sum of the results of the following calcula-
tions: The amounts advanced by the telephone bank in each
fiscal year during the period beginning with fiscal year 1974
and ending with the preceding fiscal year, multiplied,
respectively, by the cost of money rate for the fiscal year (as
set forth in the table in subparagraph (E)) for fiscal years
1974 through 1987, and as determined by the Governor
under this subparagraph for fiscal years after fiscal year
1987), each of which products is divided, respectively, by the
aggregate of the amounts advanced by the telephone k
during the period.

“(E) For purposes of subparagraph (DXII), the cost of
money rate for the fiscal years in which each advance was
made shall be as set forth in the following table:

The cost of money

“For advances made in— rate shall be—
Fiscal year 1974 5.01 percent
Fiscal year 1975 5.85 percent
Fiscal year 1976 5.33 percent
Fiscal year 1977 5.00 percent
Fiscal year 1978 5.87 percent
Fiscal year 1979 5.93 percent
Fiscal year 1980 8.10 percent
Fiscal year 1981 9.46 percent
Fiscal year 1982 8.39 percent
Fiscal year 1983 6.99 percent
Fiscal year 1984 6.55 percent
Fiscal year 1985 5.00 percent
Fiscal year 1986 5.00 percent
Fiscal year 1987 5.00 percent.

For purposes of this sub&mragra h, the term ‘fiscal year’ means
the 12-month period ending on September 30 of the designated

year.
“(F)(i) Notwithstanding suhgaratﬂph (B), if a borrower holds
a commitment for a loan under this section made on or after
October 1, 1987, and before the date of the enactment of this
ph, part or all of the proceeds of which have not been
advanced as of such date of enactment, the borrower may, until
the later of the date the next advance under the loan commit-
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ment is made or 90 days after such date of enactment, elect to
have the interest rate specified in the loan commitment apply to
the unadvanced portion of the loan in lieu of the rate which (but
for this clause) would apply to the unadvanced portion under
this paragraph. If any borrower makes an election under this
clause with respect to a loan, the Governor shall adjust the
interest rate which applies to the unadvanced portion of the
loan accordingly.

“(iiXD) If the telephone bank, pursuant to section 407(b), issues
telephone debentures on any date to refinance telephone deben-
tures or other obligations of the telephone bank, t%e telephone
bank shall, in addition to any interest rate reduction required
by any other provision of this paragraph, for the period ap-
pﬁCﬂb e to the advance, reduce the interest rate charged on
each advance made under this section during the fiscal year in
which the refinanced debentures or other obligations were origi-
nally issued by the amount as:cplicable to the advance.

"{I) For purposes of subclause (I), the term ‘the period ap-
plicable to the advance’ means the period beginning on the issue
date described in subclause (I) and ending on the earlier of the
date the advance matures or is completely prepaid.

“(III) For purposes of subclause (I), the term ‘the amount
applicable to the advance’ means an amount which fully reflects
that percentage of the funds saved by the telephone bank as a
result of the refinancing which is equal to the percentage
representation of the advance in all advances described in
subclause (I).

“(IV) Within 60 days after any issue date described in
subclause (I), the Governor shall amend the loan documentation
for each advance described in subclause (I), as necessary, to
reflect any interest rate reduction applicable to the advance by
reason of this clause, and shall notify each affected borrower of
the reduction.

“(G) Within 30 days after the publication of any determina-
tion made under subparagraph (D), any affected borrower may
obtain review of the cﬁat:rmination. or any other equitable relief
as may be determined appropriate, by the United States court of
appeals for the judicial circuit in which the borrower does
business by filing a written petition requesting the court to set
aside or modify such determination. On receipt of such a peti-
tion, the clerk of the court shall transmit a copy of the petition
to the Governor. On receipt of a copy of such a petition from the
clerk of the court, the Governor shall file with the court
the record on which the determination is based. The court
shall have jurisdiction to affirm, set aside, or modify the
determination.

“(H) Within 5 days after determining the cost of money rate
for a fiscal year, the Governor shall—

“(i) cause the determination to be published in the Fed- Federal
eral ister in accordance with section 552 of title 5, !.“-‘:s
United States Code; and RIS,

“(ii) furnish a copy of the determination to the Comptrol-
ler General of the United States.

“(I) The Comptroller General shall review, on an expedited Reports.
basis, each determination a copy of which is received from the
Governor and, within 15 days after the date of such receipt,
furnish Congress a report on the accuracy of the determination.
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7 USC 946.

Reports.

T USC 946.

“(J) The telephone bank shall not sell or otherwise dispose of
any loan made under this section, except as provided in this

paragraph.”.
SEC. 1412. INTEREST RATE TO BE CONSIDERED FOR PURPOSES OF
ASSESSING ELIGIBILITY FOR LOANS.

Paragraph (4) of section 408(b) of the Rural Electrification Act of
1936 (7 U.S.C. 948(b)X4)) is amended by inserting at the end the
following: ““For purposes of determining the creditworthiness of a
borrower for a loan under this paragraph, the Governor shall
assume that the loan, if made, would bear interest at a rate equal to
the average yield (on the date of the determination) on outstanding
marketable obligations of the United States having a final maturity
comparable to the final maturity of the loan.”.

SEC. 1413. ESTABLISHMENT OF RESERVE FOR LOSSES DUE TO INTEREST
RATE FLUCTUATIONS.

(a) EsTABLISHMENT OF RESERVE; FUNDING.—Section 406 of the
Rural Electrification Act of 1936 (7 U.S.C. 947) is amended by adding
at the end the following:

“(h) There is hereby established in the telephone bank a reserve
for losses due to interest rate fluctuations. Within 30 days after the
date of the enactment of this subsection, the Governor of the
telephone bank shall transfer to the reserve for losses due to in-
terest rate fluctuations all amounts in the reserve for contingencies
as of the date of the enactment of this subsection. Amounts in the
reserve for interest rate fluctuations may be expended only to cover
operating losses of the telephone bank (other than losses attrib-
utable to loan defaults) and only after taking into consideration any
recommendations made the General Accounting Office under
s?cltsz’gf; ’1,413{1)) of the Rural Telephone Bank Borrowers Fairness Act
o ve

(b) Stupy BY GENERAL AcCOUNTING OFFicE.—Within 180 days
after the date of the enactment of this Act, the General Accounting
Office shall complete a study of operations of the telephone bank
and report its recommendations to the Committees on Agriculture
and Government Operations of the House of Representatives and
the Committee on Agriculture, Nutrition, and Forestry of the
Senate with respect to—

(1) the appropriate level of funding for the reserve for losses
due to interest rate fluctuations established in section 406(h) of
the Rural Electrification Act of 1936 (7 U.S.C. 947(h)) (as added
by subsection (a)};

(2) the circumstances under which amounts in the reserve for
losses due to interest rate fluctuations should be expended,;

(3) the circumstances under which amounts should be added
to the reserve for losses due to interest rate fluctuations; and

(4) the disposition of excess reserves.

In such atudg, the General Accounting Office shall consider the
effects of such recommendations on telephone bank borrowers, the
subscribers of such borrowers, and the United States Government.

(c) LimrraTioN oN ESTABLISHMENT OF NEw RESERVES.—Subsection
(g) of section 406 of the Rural Electrification Act of 1936 (7 U.S.C.
947(g)) is amended—

(1) by striking out “reserves for losses,” and inserting in lieu
thereof “the reserve for loan losses,”; and
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(2) by adding at the end the following: “The telephone bank
may not establish any reserve other than the reserves referred
to in this subsection and in subsection (h).”.

SEC. 1414. PUBLICATION OF RURAL TELEPHONE BANK POLICIES AND Federal

REGULATIONS. ugi?:::ion

Notwithstanding the exemption contained in section 553(a)X2) of Grants.
title 5, United States Code, the Governor of the telephone bank shall C"D“a%‘f&
cause to be published in the Federal Register, in accordance with & USC %442
section 553 of title 5, United States Code, all rules, regulations,
bulletins, and other written policy standards governing the oper-
ation of the telephone bank’s programs relating to public property,
loans, grants, benefits, or contracts. After September 30, 1988, the
telephone bank may not deny a loan or advance to, or take any
other adverse action against, any applicant or borrower for any
reason which is based upon a rule, regulation, bulletin, or other
wri{:ltan policy standard which has not been published pursuant to
such section.

Subtitle E—Miscellaneous

SEC. 1501. MARKETING ORDER PENALTIES.

Section 8c(14) of the Agricultural Adjustment Act of 1933 (7 U.S.C.
608c(14)), reenacted with amendments by the Agricultural Market-
ing Agreement Act of 1937, is amended—

(1) by inserting “(A)” before “Any”’; and
(2) by adding at the end thereof the following new
subparagraph:

“(B) Any handler subject to an order issued under this section, or
any officer, director, agent, or employee of such handler, who vio-
lates any provision of such order (other than a provision calling for
payment of a pro rata share of ex ) may be assessed a civil
penal%algﬁ the Secretary not emeﬁ:'ﬂ $1,000 for each such viola-
tion. day during which such violation continues shall be
deemed a separate violation, except that if the Secretary finds that a

petition pursuant to Earagraph (15) was filed an:l_lfmsecuted by the
handler in good faith and not for delay, no civil penalty may be
assessed under this ph for such violations as occun'e? be-

tween the date on which the handler’s petition was filed with the
Secretary, and the date on which notice of the Secretary’s ruling
thereon was given to the handler in accordance with regulations
prescribed pursuant to paragraph (15). The Secretary may issue an
order asseemd ing a civil p?nalty under Magrathgh ong gﬁe]:
notice and an opportunity for an agency ing on record. Suc
order shall be treated as a final order reviewable in the district
courts of the United States in any district in which the handler
subject to the order is an inhabitant, or has the handler’s pri :?ul
place of business. The validity of such order may not be reviewed in
an action to collect such civil penalty.”.

SEC. 1502. STUDY OF USE OF AGRICULTURAL COMMODITY FUTURES AND
OPTIONS MARKETS,

The last sentence of section 1742 of the Food Security Act of 1985

(7 U.S.C. 1421 note) is amended by striking out “1988” and inserting
in lieu thereof “1989". o



101 STAT. 1330-28 PUBLIC LAW 100-203—DEC. 22, 1987

SEC. 1503. AUTHORIZATION OF APPROPRIATIONS FOR PHILIPPINE FOOD
AID INITIATIVE.

Section 416(b) of the Agricultural Act of 1949 (7 U.S.C. 1431(b)) is
amended by adding at the end thereof the following new paragmph:

“(12) There is authorized to be appropriated for fiscal year 1988, in
addition to any other funds authorized to be appropriated,
$1,000,000 for technical assistance for the sale or barter of commaod-
ities under paragraph (7) to strengthen nonprofit private organiza-
tions and cooperatives in the Philippines.”.

SEC. 1504. RURAL INDUSTRIALIZATION ASSISTANCE.

Section 310B(c) of the Consolidated Farm and Rural Development
Act (7 U.S.C. 1932(c)) is amended—
(1) by inserting “and private nonprofit corporations” after
“public bodies”; and
(2) by striking out “to facilitate development of”’ and inserting
in lieu thereof “to finance and facilitate development of small
and emerging”’.

SEC. 1505. PLANT YARIETY PROTECTION FEES.

Section 31 of the Plant Variety Protection Act (7 U.S.C. 2371) is
amended to read as follows:

“SEC. 31. PLANT VARIETY PROTECTION FEES.

“(a) IN GENERAL.—The Secretary shall, under such regulations as
the Secretary may prescribe, charge and collect reasonable fees for
services performed under this Act.

“(b) LATE PAYMENT PENALTY.—On failure to pay such fees, the
Secretary shall assess a late payment penalty. Such overdue fees
shall accrue interest as required by section 3717 of title 31, United
States Code.

“(c) DisrosimioN oF Funps.—Such fees, late payment penalties,
and accrued interest collected shall be credited to the account that
incurs the cost and shall remain available without fiscal year
limitation to pay the expenses incurred by the Secretary in carrying
out this Act. Such funds collected (including late payment penalties
and any interest earned) may be invested by the Secretary in
insured or fu]lﬁ collateralized, interest-bearing accounts or, at the
discretion of the Secretary, by the Secretary of the Treasury in
United States Government debt instruments.

‘“(d) Actions ror NONPAYMENT.—The Attorney General may
bring an action for the recovery of charges that have not been paid
in accordance with this Act against any person obligated for pay-
ment of such charges under this Act in any United States district
court or other United States court for any territory or possession in
any jurisdiction in which the person is found, resides, or transacts
business. The court shall have jurisdiction to hear and decide the
action.

“(e) AUTHORIZATION OF APPROPRIATIONS.—There are authorized to
be appropriated such sums as are necessary to carry out this Act.”.

SEC. 1506. ANNUAL APPROPRIATIONS TO REIMBURSE THE COMMODITY
CREDIT CORPORATION FOR NET REALIZED LOSSES.

(a) IN GENERAL.—The first sentence of section 2 of Public Law
87-155 (15 U.S.C. 7T13a-11) is amended by striking out *, commenc-
ing with the fiscal year ending June 30, 1961” and inserting in lieu
thereof “by means of a current, indefinite appropriation”.
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(b) OperaTiING ExpEnses.—No funds may be appropriated for
operating expenses of the Commodity Credit Corporation except as
authorized under section 2 of Public Law 87-155 to reimburse the
Corporation for net realized losses.

(c) ErFecTive DATE.—This section and the amendment made by
this section shall apply beginning with fiscal year 1988.

SEC. 1507. FEDERAL CROP INSURANCE.

It is the sense of Congress that, in carrying out the Federal Crop
Insurance Act (7 U.S.C. 1501 et seq.), the Federal Crop Insurance
Corporation—

(1) should not be required to assume 100 percent of all loss
adjustments in the Federal crop insurance program; and

(2) should assume and perform the loss adjustment obligations
of a reinsured company if the Corporation determines that such
company’s loss adjustment performance and practices are not
carried out in accordance with the applicable reinsurance

agreement.
SEC. 1508. ETHANOL USAGE.

(a) Finpincgs.—Congress finds that—

(1) the United States is dependent for a large and growing
share of its energy needs on the Middle East at a time when
world petroleum reserves are daclinin?;

(2) the burning of gasoline causes pollution;

(8) ethanol can be blended with gasoline to produce a cleaner
source of fuel;

(4) ethanol can be produced from grain, a renewable resource
that is in considerable surplus in the United States;

(5) the conversion of grain into ethanol would reduce farm
probgram costs and grain surpluses; and

(6) increasing the quantity of motor fuels that contain at least
10 percent ethanol from current levels to 50 percent by 1992
would create thousands of new jobs in ethanol production
facilities.

(b) Sense oF ConGress.—It is the sense of Congress that the
Administrator of the Environmental Protection ncy should use
authority provided under the Clean Air Act (42 U.S.C. 7401 et seq.)
to require greater use of ethanol as motor fuel.

SEC. 1509. DEMONSTRATION OF FAMILY INDEPENDENCE PROGRAM.

The Food Stamp Act of 1977 is amended by adding after section 20
(7 U.S.C. 2029) the following new section:

“SEC. 21. DEMONSTRATION OF FAMILY INDEPENDENCE PROGRAM.

“(a) IN GeENErAL—Upon written application of the State of
Washi n (in this section referred to as the ‘State’) and after the
approval of such application by the Sec , the State may con-
duct a Family Independence Demonstration Project (in this section
referred to as the ‘ﬁoject') in all or in of the State in accord-
ance with this section to determine whether the Project, as an
alternative to providing benefits under the food stamp program,
would more effectively break the cycle of poverty and would provide
families with opportunities for economic independence and strength-
ened family functioning.

‘“tb) NATURE oF ProJect.—In an application submitted under
subsection (a), the State shall provide the following:

15 USC T13a-11
note.

15 USC T13a~-11
note.

7 USC 1508 note.

42 USC 7545
note.

7 USC 2030.
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“(1) Except as provided in this section, the provisions of
chapter 434 of the 1987 Washington Laws, as enacted in May
1987, shall apply to the operation of the Project.

*(2) All of the following terms and conditions shall be in effect
under the Project:

“(A)i) Except as provided in clause (ii), individuals with
respect to whom benefits may be paid under part A of title
IV of the Social Security Act, and such other individuals as
are included in the Project pursuant to chapter 434 of the
1987 Washington Laws, as enacted in May 1987, shall be
eligible to participate in the Project in lieu of receiving
benefits under the food stamp program and cash assistance
under any other Federal program covered by the Project.

“(ii) Individuals who receive only child care or medical
benefits under the Project shall not be eligible to receive
food assistance under the Project. Such individuals may
receive coupons under the food stamp program if eligible.

“(B) Individuals who participate in the Project shall re-
ceive for each month an amount of cash assistance that is
not less than the total value of the assistance such individ-
uals would otherwise receive, in the aggregate, under the
food stamp program and any cash-assistance Federal pro-
gram covered by the Project for such month, including
i:ncoll':e and resource exclusions and deductions, and benefit
evels.

“(CXi) The State mag provide a standard benefit for food
assistance under the Project, except that individuals who
participate in the Project shall receive as food assistance for
a month an amount of cash that is not less than the value
of the assistance such individuals would otherwise receive
under the food stamp program.

“(ii) The State may provide a cash benefit for food assist-
ance equal to the value of the thrifty food plan.

“(D) Each month participants in the Project shall be
notified by the State of the amount of Project assistance
that is provided as food assistance for such month.

“(E) The State shall have a program to require partici-
pants to engage in employment and training activities car-
ried out under chapter 434 of the 1987 Washington Laws, as
enacted in May 1987.8

“(F) Food assistance shall be Erovided under the Project—

“(i) to any individual who is accepted for participa-
tion in the Project, not later than 30 days after such
individual applies to participate in the Project;

“(ii) to any participant for the period that begins on
the date such participant applies to participate in the
Project, except that the amount of such assistance shall
be reduced to reflect the pro rata value of any coupons
received under the food stamp program for such period
for the benefit of such participant; and

““(iii) until—

“(I) the participant’s cash assistance under the
Project is terminated;

¢ Copy read “May, 1987.".
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“(I) such participant is informed of such termi-
nation and is advised of the eligibility require-
ments for participation in the food stamp program;

“(III) the State determines whether such partici-
pant will be eligible to receive coupons as a
member of a household under the food stamp pro-
gram; and

“(IV) coupons under the food stamp program are
received by such participant if such participant
will be eligible to receive coupons as a member of a
household under the food stamp program.

“(G)i) 7 Paragraphs (1XB), (8), (10), and (19) of section
11(e) shall apply with respect to the participants in the
Project in the same manner as such paragraphs apply with
resPect to participants in the food stamp p am.

“(ii) Each individual who contacts the State in person
during office hours to make what may reasonably be inter-
preted as an oral or written request to participate in the
Project shall receive and shall be permitted to file on the
same day that such contact is first made, an application
form to participate in the Project.

“(iii) The Progect shall provide for telephone contact by,
mail delivery of forms to and mail return of forms by, and
subsequent home or telephone interview with, the elderly
persons, physically or mentally handicapped, and persons
otherwise unable, solely because of transportation difficul-
ties and similar hardships, to appear in person.

“(iv) An individual who applies to participate in the
Project may be represented by another person in the review
process if the other Ferson has been clearly designated as
the representative of such individual for that purpose, by
such individual or the spouse of such individual, and, in the
case of the review process, the representative is an adult
who is sufficiently aware of relevant circumstances, except
that the State may—

“(I) restrict the number of individuals who may be
represented by such person; and

‘) otherwise establish criteria and verification
standards for representation under this clause.

“(v) The State shall provide a method for reviewing ap-
plications to participate in the Project submitted by, and
distributing food assistance under the Project to, individ-
uals who do not reside in permanent dwellings or who have
no fixed mailing address. In carrying out the preceding
sentence, the State shall take such steps as are necessary to
ensure that participation in the Project is limited to eligible
individuals.

*(3) An assurance that the State will allow any individual to
apply to participate in the food stamp program without apply-
ing to participate in the Proilect.

‘(4) An assurance that the cost of food assistance provided
under the Project will not be such that the aggregate amount of
payments made under this section by the Secretary to the State
over the period of the Project will exceed the sum of—

? Copy read “ ‘(HXi)".
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“(A) the anticipated aggregate value of the coupons that
would have been distributed under the food stamp program
if the individuals who participate in the Project had partici-
pated instead in the food stamp program; and

“(B) the portion of the administrative costs for which the
State would have received reimbursement under—

‘(i) subsections (a) and (g) of section 16 (without
regard to the first proviso to such subsection (g)) if the
individuals who participated in the Project had partici-
pated instead in the food stamp program; and

“(ii) section 16(h) if the individuals who participated
in the Project had participated in an employment and
training program under section 6(d)(4);

except that this paragraph shall not be construed to pre-
vent the State from claiming payments for additional
households that would qualify for benefits under the food
stamp program in the absence of a cash out of such benefits
as a result of changes in economic, demographic, and other
conditions in the State or a subsequent change in the
benefit levels approved by the State legislature.

“(5) An assurance that the State will continue to carry out the
food stamp program while the State carries out the Project.

“(6) If there is a change in existing State law that would
eliminate guaranteed benefits or reduce the rights of applicants
or participants under this section during, or as a result of
participation in, the Project, the Project shall be terminated.

“(7) An assurance that the Project shall include procedures
and due process guarantees no less beneficial than those which
are available under Federal law and under State law to partici-
pants in the food stamp program.

“(8XA) An assurance that, except as provided in subparagraph
(B), the State will carry out the Project during a 5-year period
beginning on the date the first individual is approved for
participation in the Project.

Termination “(B) The Project may be terminated 180 days after—
date. “() the étate gives notice to the Secretary that it intends
to terminate the Project; or

“(ii) the Secretary, after notice and an opportunity for a
hearing, determines that the State materially failed to
comply with this section.

“(c) FunpinG.—If an application submitted under subsection (a) by
the State complies with the requirements specified in subsection (b),
then the Secretary shall—

“(1) approve such application; and
. “(2) from funds appropriated under this Act, pay the State
or—

“(A) the actual cost of the food assistance provided under
the Project; and

“(B) the percentage of the administrative costs incurred
by the State to provide food assistance under the Project
that is equal to the percentage of the State's aggregate
administrative costs incurred in operating the food stamp
program in the most recent fiscal year for which data are
available, that was paid under subsections (a), (g), and (h) of
section 16 of this Act.
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“(dX1) Progect ArrricATION.—Unless and until an application to
participate in the Project is approved, and food assistance under the
Project is made available to the applicant—

“(A) such application shall also be treated as an application to
participate in the food stamp program; and

“(B) section 11(e)9) shall apply with respect to such
application. _

“(2) Coupons provided under the food stamp program with respect
to an individual who—

“(A) is participating in such program; and

“(B) applies to participate in the Project;

may not be reduced or terminated because such individual applies to
participate in the Project.

“(3) For purposes of the food stamp program, individuals who
participate in the Project shall not be considered to be members of a
household during the period of such participation.

“(e) Warver.—The Secretary shall (with respect to the Project)
waive compliance with any requirement contained in this Act (other
than this section) that (if applied) would prevent the State from
carrying out the Project or effectively achieving its purpose.

“(f) ConsTRUCTION.—For purposes of any other Federal, State or
local law—

“(1) cash assistance provided under the Project that rep-
resents food assistance shall be treated in the same manner as
cm:ipona provided under the food stamp program are treated;
an

8 “(2) participants in the program who receive food assistance
under the Project shall be treated in the same manner as
recipients of coupons under the food stamp program are treated.

“(g) Prodect Aupits.—The Comptroller General of the United
States shall—

“(1) conduct periodic audits of the operation of the Project to
verify the amounts payable to the State from time to time under
subsection (b)4); and

“(2) submit to the Secretary of Agriculture, the Secretary of
Health and Human Services, the Committee on Agriculture of
the House of Representatives, and the Committee on Agri-
culture, Nutrition, and Forestry of the Senate a report describ-
ing the results of each such audit.

“(h) EvawuatioNn.—With funds appropriated under section
18(a)X1), the Secretary shall conduct, in consultation with the Sec-
retary of Health and Human Services, an evaluation of the

Project.””.

TITLE II—-NATIONAL ECONOMIC
COMMISSION

SEC. 2101. ESTABLISHMENT OF COMMISSION. 2 USC 901 note.

There is established a commission to be known as the National
Economic Commission (in this subtitle referred to as the
“Commission”).

® Copy had wrong indention for paragraph " (2)".



101 STAT. 1330-34 PUBLIC LAW 100-203—DEC. 22, 1987

2 USC 901 note.

President of U.S.

President of U.S.

2 USC 901 note.

SEC. 2102. MEMBERSHIP OF COMMISSION.

(a) ApPOINTMENT.—The Commission shall be initially composed of
12 members, appointed not later than March 1, 1988. After the
meeting of the Presidential Electors in December 1988, the Commis-
?ililln shall be expanded to 14 members. The members shall be as
ollows:

(1) 2 citizens of the United States, appointed by the President.

(2) 1 Senator and 2 citizens of the United States, appointed by
the President pro tempore of the Senate upon the recommenda-
tions of the Majority Leader of the Senate.

(3) 1 Senator and 1 citizen of the United States, appointed by
the President pro tempore of the Senate upon the recommenda-
tion of the Minority Leader of the Senate.

(4) 1 Member of the House of Representatives and 2 citizens of
the United States, appointed by the Speaker of the House of
Representatives.

(5) 1 Member of the House of Representatives and 1 citizen of
the United States, appointed by the Minority Leader of the
House of Representatives.

(6) 2 citizens of the United States, 1 of whom is a Democrat
and 1 of whom is a Republican, appointed by the President-elect
as established by the allocation of electoral college votes in the
Presidential election of November 8, 1988.

(b) ADDITIONAL QUALIFICATIONS.—

(1) Individuals appointed under subsection (aX1) may be offi-
cers or employees of the Executive Branch or may be private
citizens.

(2) Individuals who are not Members of the Congress, and are
appointed under paragraphs (2) through (6) of subsection (a)
shall be individuals who—

(A) are leaders of business or labor, distinguished aca-
demics, State or local government officials, or other individ-
uals with distinctive qualifications or experience; and

(B) are not officers or employees of the United States.

(c) CHAIRPERSON.—The Commission shall elect a Chairperson from
among the members of the Commission.

(d) QuoruM.—A majority of the members of the Commission shall
constitute a quorum for the transaction of business.

(e) Voring.—Each member of the Commission shall be entitled to
1 vote, which shall be equal to the vote of every other member of the
Commission.

(f) Vacancies.—Any vacancy on the Commission shall not affect
its powers, but shall be filled in the manner in which the original
appointment was made.

(g) PrROHIBITION OF ADDITIONAL PAY.—Members of the Commission
shall receive no additional pay, allowances, or benefits by reason of
their service on the Commission. Members appointed from among
private citizens of the United States may be allowed travel expenses,
including per diem, in lieu of subsistence, as authorized by law for
persons serving intermittently in the government service to the
extent funds are available for such expenses.

SEC. 2103. FUNCTIONS OF COMMISSION.

(a) SpeciFic REcoMMENDATIONS.—The Commission shall make spe-
cific recommendations regarding the following:
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(1) Methods to reduce the Federal budget deficit while promot-
ing economic growth and encouraging saving and capital
formation.

(2) A means of ensuring that the burden of achieving the
Federal budget deficit reduction goals of the United States does
not undermine economic growth and is equitably distributed
and not borne disproportionately by any one economic group,
social group, region or State.

(b) FINAL REPORT.—

(1) Subject to section 2103(bX3), the Commission shall submit
to the President and to the Congress on March 1, 1989, a final
report which shall contain a detailed statement of the findings
and conclusions of the Commission, including its recommenda-
tions for administrative and legislative action that the Commis-
sion considers advisable.

PR s gy s i ey et e

e iden e only o a majori
vote of the members of the Commission who are present and

voting.
(3) On February 1, 1989, the President may issue an order
g:teln 1'9 9t:he date for submission of the final report to Septem-
rl, s

SEC. 2104. POWERS OF COMMISSION.

(a) HEARINGS.—The Commission may, for the of carrying
out this, subtitle, hold such hearings and sit ans act at such times

and places, as the Commission find advisable.

(b) RuLes anp ReGuraTionNs.—The Commission may adopt such
rules and regulations as may be necessary to establish its procedures
and to %overn the manner of its operations, organization, and
personnel.

(c) Ass1STANCE FROM FEDERAL AGENCIES.—

(1) The Commission may request from the head of any Federal
agency or instrumentality such information as the Commission
may require for the of this subtitle. Each such agency
or instrumentality m the extent permitted by law and
subject to the exceptions set forth in section 552 of title 5,
United States Code (commonly referred to as the Freedom of
Information Act), furnish such information to the Commission,
upon request made by the Chairperson of the Commission.

(2) Upon reguest of the Chairperson of the Commission, the
head of any Federal agency or instrumentality shall, to the
extent ible and subject to the discretion of such head—

(A) make any of the facilities and services of such agency
or instrumentality available to the Commission; and

(B) detail any of the personnel of such agency or
instrumentality to the Commission, on a non-reimburseable
basis, to assist the Commission in carrying out its duties
under this subtitle, except that any expenses of the
Commission incurred under this subparagraph shall be
subject to the limitation on total expenses set forth in
section 2105(b).

(¢) Mans.—The Commission may use the United States mails in
the same manner and under the same conditions as other Federal
agencies.

(d) ConTRACTING.—The Commission may, to such extent and in
such amounts as are provided in appropriation Acts, enter into

2 USC 901 note.
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2 USC 901 note.

2 USC 901 note.

contracts with State agencies, private firms, institutions, and
individuals for the purpose of conducting research or surveys nec-
essary to enable the Commission to discharge its duties under this
subtitle, subject to the limitation on total expenses set forth in
section 21056(b).

(e) STaFF.—Subject to such rules and regulations as may be
adopted by the Commission, the Chairperson of the Commission
(subject to the limitation on total expenses set forth in section
2103(b]) shall have the power to appoint, terminate, and fix the
compensation (without regard to the provisions of title 5, United
States Code, governing appointments in the competitive service, and
without regard to the provisions of chapter 51 and subchapter III of
chapter 53 of such title, or of any other provision, or of any other
gzovision of law, relating to the number, classification, and General

hedule rates) of an Executive Director, and of such additional staff
as the Chairperson deems advisable to assist the Commission, at
rates not to exceed a rate equal to the maximum rate for GS-18 of
the General Schedule under section 5332 of such title.

(f) Apvisory CoMmITTEE.—The Commission shall be considered an
advisory committee within the meaning of the Federal Advisory
Committee Act (5 U.S.C. App.).

SEC. 2105. EXPENSES OF COMMISSION.

(a) IN GENERAL.—Any expenses of the Commission shall be paid
from such funds as may be available to the Secretary of the
Treasury.

(b) LimrraTioN.—The total expenses of the Commission shall not
exceed $1,000,000.

(c) GAO Aupir.—Prior to the termination of the Commission,

ursuant to section 2106, the Comptroller General of the United

tates shall conduct an audit of the financial books and records of
the Commission to determine that the limitation on expenses has
been met, and shall include its determination in an opinion to be
included in the report of the Commission.

SEC. 2106. TERMINATION OF COMMISSION.

The Commission shall cease to exist on the date that is 30 days
after the date on which the Commission submits its report.

TITLE III—EDUCATION PROGRAMS

Subtitle A—Guaranteed Student Loan
Program Savings

SEC. 3001. RECOVERY OF EXCESS CASH RESERVES ACCUMULATED
UNDER THE GUARANTEED STUDENT LOAN PROGRAM.

(a) IN GENERAL.—Section 422 of the Higher Education Act of 1965
(20 U.S.C. 1072) is amended by adding at the end thereof the
following new subsection:

“(e) REpUCTION OF ExcEss CAsH RESERVES.—

(1) LIMITATION ON MAXIMUM CASH RESERVES.—A guaranty
agency shall not accumulate cash reserves in excess of the
greater of—

‘“(A) 40 percent of the total amount paid by that agency
on insurance claims during the preceding fiscal year;
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“(B) 0.3 percent of original principal amount of loans that
are insured by that agency and that are outstanding at the
end of such preceding fiscal year;

“(C) an amount which, when combined with all other
parts of total agency reserves, equals 0.4 percent of such
original rincipal amount;

‘(D) ,000; or

‘‘E) the amount required to comply with the reserve
requirements of a State law as in effect on October 17, 1986.

“(2) RECOVERY OF EXCESS CASH RESERVES.—The Secretary
shall, not later than March 31, 1988, determine for each guar-
anty agency the maximum cash reserve permitted under para-
graph (1) for fiscal year 1986. Subject to paragraphs (3) and (4), if
the Secretary determines that any guaranty agency had, at the
end of fiscal year 1986, a cash reserve that exceeded such
maximum, the Secretary shall direct the agency to eliminate
such excess by any one or more of the following methods, as
selected by the guaranty agencg:

“(A) by repaying any advances to such agency made by
the Secretary under this section that are not required to be
repaid under subsection (d);

‘(B) by withholding and canceling claims for reimburse-
ment otherwise payable under section 428(c)(1);

“(C) by reducing the amount of payments for which a

plication will be made by such agency under section 428(f);

or
“(D) by any other method of reducing payments from or
increasing Fayments to the Federal Government, including
ayment of additional reinsurance fees in addition to the
ees required by section 428(cX9), as proposed by the agency

and agreed to by the Secretary.

“(3) APPEALS BASED ON SPECIAL CIRCUMSTANCES.—(A) If the
Secretary determines, on the basis of an application from a
guaranty agency, that—

“(i) the agency’s financial position has deteriorated
significantly since the end of the preceding fiscal year;
‘(ii) significant changes in the economic circumstances
(such as a change in agency current cash reserves) or the
loan insurance program render the limitations of para-
graph (1) inadequate for the continued functioning of the
agency; or
“(iil) in recovering funds as required by this subsection, a
guaranty agency would be compelled to violate contractual
obligations existing on the date of enactment of this subsec-
tion that require a specified level of reserve funds to be
maintained by such agency;
the Secretary may waive, in whole or in part, the imposition of
the remedies requiredsl:}?;fmragmph (2) for such agency.

“(B) The Secretary 1 respond to request for waivers from
guaranty agencies in an expedited manner and, except for
unusual circumstances or with the consent of the guaranty
agency, shall resolve such request within 6 weeks of submission.

‘“4) Recovery LimITs.—The Secretary shall not require a total
reduction of cash reserves for all guaranty agencies in excess of
$250,000,000 during fiscal year 1988. If the total of cash reserves
of all guaranty agencies exceeds the maximum amounts per-
mitted under paragraph (1) by more than $250,000,000, the
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Secretary shall ratably reduce the amounts that guaranty agen-
cies are directed to eliminate under paragraph (2), so that the
total excess cash reserves to be eliminated equals $250,000,000.

“(5) DeFINITIONS.—AS used in this subsection—

“(A) the ‘cash reserves' for any guaranty agency for any
fiscal year are equal to the agency’s cumulative cash re-
ceipts less the agency’s cumulative cash disbursements at
the end of such fiscal year;

“(B) the ‘total reserves’ for any guaranty agency for any
fiscal year are equal to the agency’s cash reserves plus the
agency’s cumulative accounts receivable less the agency’s
accounts payable, as of the end of such fiscal year;

“(C) the term ‘cumulative cash receipts’ includes such
receipts as insurance premiums, Federal reinsurance pay-
ments, and collections on defaulted loans;

‘(D) the term ‘cumulative cash disbursements’ includes
such disbursements as payments for default claims, repay-
ment of Federal advances, transfers to other State activi-
ties, and payment of collection costs and other operating
costs;

“(E) the term ‘accounts receivable’ includes Federal re-
insurance payments and administrative cost allowances
owed but not yet paid to the guaranty agency, as of the end
of a fiscal year; and

“(F) the term ‘accounts payable’ includes collections and
reinsurance fees due (but not paid) to the Department of
Education, as of the end of a fiscal year.”.

(b) CONFORMING AMENDMENTS.—

(1) The second sentence of section 428(c)1XA) of such Act (20
U.S.C. 1078(cX1XA)) is amended by striking out “shall be
deemed” and inserting “shall, subject to section 422(e), be
deemed”.

(2) Section 428(cX9XA) of such Act is amended by striking out
“an amount equal to” and inserting “an amount, subject to
section 422(e), equal to”.

(3) The second sentence of section 428(fX1XB) of such Act is
amended by striking out “shall be deemed” and inserting
“shall, subject to section 422(e), be deemed”.

SEC. 3002. REPEAL.

(a) In GENErRAL.—Subsection (e) of section 422 of the Higher
lliiéistgcation Act of 1965 (20 U.S.C. 1072) is repealed on September 30,
(b) CONFORMING AMENDMENTS.—

(1) Effective September 30, 1989, the second sentence of sec-
tion 428(cX1XA) of such Act (20 U.S.C. 1078(c)X1XA)) is amended
by striking out “shall, subject to section 422(e), be deemed” and
inserting “shall be deemed”.

(2) Effective September 30, 1989, section 428(cX9XA) of such
Act is amended by striking out “an amount, subject to section
422(e), equal to” and inserting ‘“‘an amount equal to”.

(3) Effective September 30, 1989, the second sentence of sec-
tion 428(f)(1)B) of such Act is amended by striking out “shall,
Eub'::‘:i to section 422(e), be deemed” and inserting ‘“‘shall be

ee



PUBLIC LAW 100-203—DEC. 22, 1987 101 STAT. 1330-39

SEC. 3003. INFORMATION ON DEFAULTS REQUIRED.

(a) GENERAL RuLE.—The first sentence of section 428(k)1) of the

Higher Education Act of 1965 (20 U.S.C. 1078(kX1)) is amended—

(1) by striking out “In” and inserting in lieu thereof “Not-

withstanding any other provision of law, in"; and

(2) by striking out “may” and inserting in lieu thereof “shall”.

(b) ConFORMING AMENDMENT.—The second sentence of section

428(k)(1) of such Act is amended by striking out “may” and inserting
in lieu thereof “‘shall”.

Subtitle B—Sale of College Facilities and
Housing Loans

SEC. 3101. SALE OF COLLEGE FACILITIES AND HOUSING LOANS,

Section 783 of the Higher Education Act of 1965 (20 U.S.C. 1132i-
2) is amended by adding at the end thereof the following: “Notwith-
standing any other provision of this title, after September 30, 1988,
the Secretary shall not sell any of such obligations. Any agreement
providing for delaying payment (with respect to obligations sold)
until after September 30, 1988, or for delaying delivery of such
obligations or delaying taking other actions in furtherance of such a
sale until after such date, shall be considered to be a violation of the
preceding sentence.”.

TITLE IV—-MEDICARE, MEDICAID, AND
OTHER HEALTH-RELATED PROGRAMS

TABLE OF CONTENTS OF TITLE
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SUBPART B—HOME HEALTH QUALITY
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4047. Custol charges for primary care services of new physicians.

4048. Payment for physician anesthesia services.

4049. Fee schedules for radiologist services.

4050. Fee schedules for physician pathology services.

4051. Elimination of markup for certain purchased services.

4052. Collection of past-due amounts owed by physicians who breached con-
tracts under the National Health Service Corps Scholarship Program.

? Sec. 4053, Elimination of 1975 floor for prevailing phfrsiclan charges.

10 Sec. 4054. Application of maximum allowable actual charge (MAAC).

11 Sec. 4055. Applying copayment and deductible to certain outpatient physicians’

services.
12 Sec, 4056, Physician payment studies.

SUBPART B—PROVISIONS RELATING TO PAYMENTS FOR OTHER SERVICES

4061, Extension of reduction for other part B items and services payments
under sequester order. ¥

4062. Payments for durable medical equipment, prosthetic devices, orthotics,

and prosthetics.

4063. Payment for intraocular lenses.

4064. Clinical diagnostic laboratory tests.

. Return on equity payments to outpatient departments.

4066. Payments to hospital outpatient departments for radi.olu?.

4067. Updating maximum rate of payment per visit for independent rural

ealth clinics.

4068. Payment for ambulatory surgery at eye, and eye and ear, specialty
hospitals.

SUBPART C—ELIGIBILITY AND BENEFITS CHANGES

4070. Coverage of mental health services.
4071. Coverage of influenza vaccine and its administration.
4072. Payment for therapeutic shoes for individuals with severe diabetic foot

EELELLTLE 48K

£ EfReE £ ¢
5

§ £eg

isease.
4073. Coverage of certified nurse-midwife services.

® Copy read “Sec. 4052.".

10 Copy read “'Sec. 4053.".
'! Copy read “'Sec. 4054.".
12 Copy read “Sec. 4055.".
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4075.
4076.
40717.
4078,
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Coverage of social worker services furnished by a health maintenance or-
ganization to its members.

Clarification of coverage of drugs used in immunosuppressive therapy.

Services of a physician assistant.

Psychologist services in clinics.

Provision of offsite comprehensive outpatient rehabilitation services.

4079. Demonstration projects to provide menl on a prepaid, capitated basis
for community nursing and am amry care furnished to medicare
beneficiaries.

4080. Part B premium.

4081,
4082,

4034:

4085.

4091.
4092.
4093,

4094.
4095,
4096.

4097.

£ EEE ¥4L  FEREY & RAEAR ¥
:

4101.
4102,
4103.
4104.

4105.
4106,

4107

£ £F £88%

4111.
4112,

4113.
4114,
4115,
4116.

41117,
4118

£ 488 £ ¢
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SUBPART D—OTHER PROVISIONS

Submission of claims to supplemental insurance carriers.

Revision of part B hearings.

Provisions relating to Physician Payment Review Commission.

Technical amendments related to certified registered nurse anesthetists.
Miscellaneous and technical provisions.

Part 4—PeER REVIEW ORGANIZATIONS

Contract provisions.

Preference in contracting with in-State organizatins.

Requiring reasonable notice and opportunity for discussion prior to
denial of claim.

Peer !? review norms and education.

Preexclusion hearings

Limitation of beneﬁcmry liability for services disallowed by peer review
organizations.

Separate funding levels.

Subtitle B—Medicaid

Part 1—EuciBiLiTy AND BENEFITS

Medicaid benefits for poor children and pregnant women.

Home and community-based services for the elderly.

Physicians' services furnished by dentists.

Optional medicaid coverage of individuals in certain States ' receiving
only optional State '* supplementary payments.

Miscellaneous SSl-related amendments.

Cllqul;l?hon of coverage of clinic services furnu;hed to homeless outside
acility.

Medically needy income levels for certain Z-member couples in
California.'®

Part 2—OTHER PROVISIONS

Increasing the maximum annual medicaid payments that may be made
to the commonwealths and territories.

Adjustment in medicaid payment for inpatient hospital services fur-
nished by disproportionate share hospitals.

HMO-related provisions.

Medicaid waiver for hospice care for AIDS patients.

State demonstration ts.

Wlasalver d:ut.bonty under the medicaid program for the Northern Mariana

an
Delay quality control sanctions for medicaid.
Technical and miscellaneous amendments.

Subtitle C—Nursing Home Reform
ParT 1—MEDICARE PROGRAM

. Requirements for skilled nursing facilities.

Survey and certification process.

. Enforcement process.
. Effective dates.
. Annual report.

Construction.

'3 Copy read “reer”.

“Co

read “states”, and “state”, respectively.

3% Copy read “california."”.
18 Copy read "northern mariana islands.”.
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2 USC 902 note.
President of U.S.

PARrT 2—MEeDICAID PROGRAM

4211. Requirements for nursing facilities.

4212. Survey and certification process.

4213. Enforcement process.

4214. Effective dates.

4215. Annual report.

4216. Construction.

4217. Final regulations with respect to plans of correction or reduction.
4218. Medicaid certifications and recertifications for certain services.

Subtitle D—Vaccine Compensation

4301. Short title, reference.
4302. Effective date.

4303. Compensation.

4304. Petitions.

4305. Citizen's actions.

4306. Vaccine'®* administrators.
4307. Court jurisdiction.

Subtitle E—Rural Health

4401. Office of Rural Health Policy.

4402. Impact analyses of medicare rules and regulations on small rural
hospitals.

4403. Set aside for experiments and demonstration projects relating to rural
health care issues.

PART 1—RELATING ONLY TO PART A

SEC. 4001. EXTENSION OF REDUCTIONS UNDER SEQUESTER ORDER.

Notwithstanding any other provision of law (including any other
provision of this Act), the uctions in the amount of payments
required under title XVIII of the Social Security Act made by the
final sequester order issued by the President on November 20, 1987,
pursuant to section 252(b) of tﬁe Balanced Budget Emergency Deficit
Control Act of 1985 shall continue to be effective (as provided by
sections 252(a)4XB) and 256(dX2) of such Act) through—

(1) March 31, 1988, with respect to lpaJ'ments for inpatient
hospital services under such title (including payments under
section 1886 of such title attributable or allocated to part A of
such title); and

(2) December 31, 1987, with respect to payments for other
items and services under part A of such title.

SEC. 4002. BASIC HOSPITAL PROSPECTIVE PAYMENT RATES.

(a) Basic UrpaTe Facror ror PPS Hosprrars.—Clause (i) of sec-
tion 1886(bX3XB) of the Social Security Act (42 U.S.C.
1395ww(b)X3)B)) is amended by striking “and for fiscal year 1988” in
subclause (II) and all that follows through the end of such clause and
inserting after such subclause the following:

“/(II1I) for fiscal year 1988, 3.0 percent for hospitals located in a
rural area, 1.5 percent for hospitals located in a large urban
ﬁrea _(ﬁ;iefmed in subsection (dX2XD)), and 1.0 percent for other

ospitals,

"EV) for fiscal year 1989, the market basket percentage in-
crease minus 1.5 percent for hospitals located in a rural area,
the market basket percentage increase minus 2.0 percent for
hospitals located in a large urban area, and the market basket
percentage increase minus 2.5 percent for other hospitals, and

“(V) for fiscal year 1990 and each subsequent year, the
market basket percentage for hospitals in all areas.”.

‘%= Copy read “Vacine''.
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(b) LARGE UrBAN AreA DerFINED.—The second sentence of section
1886(d)(2XD) of such Act (42 U.S.C. 1395ww(d)}2XD)) ' is amended
by inserting after “under auhsectlon (a) by regulation;” the follow-
ing: “the term ‘large urban area’ means, with respect to a fiscal
year, such an urban area which the Secretary determines (in the
publication described in subsection (eX5XB) before the fiscal year)
has a population of more than 1,000,000 (as determined by the
Sec based on the most recent available population data pub-
lished by the Bureau of the Census);”.

(¢) ApgusTMENT FOR Hosprrars IN LARGE URBAN AREAS OR IN
RURAL AREAS.—

(1) IN GENERAL.—Section 1886(dX3) of such Act (42 U.S.C.
1395ww(d)(3)) is amended—
(A) in the matter before subparagraph (A), by striking
“urban or rural area.s ’ and inserting “large urban, other
urban, or rural areas”;
(B) in first sentence of subparagra h (A)—

(i) by striking ‘“The Secre " and inserting ‘(i) For
discharges occuring in a fiscal year beginning before
October 1, 1987, the Secretary”,

(i) ggsstnkmg "each of ﬁscal years 1985, 1986, 19817,
and 1 “the fiscal year mvmlved” and

(iii) by striking “, and adjusted for subsequent fiscal
years in accordance with the final determination of the
Secretary under subsection (e)4), and adjusted to re-
flect the most recent case-mix data available,”;
_ (O) by adding at the end of subparagraph (A) the follow-
new clauses:

“(n) 'or disch occurring in a fiscal year beginning on or

after October 1, 1987, the Secretary shall compute an average
standardized amount for hospitals located in a large urban area,
for hospitals located in a rural area, and for hospitals located in
urban areas, within the United States and within each region,
equal to the respective average standardized amount computed
for the previous fiscal year under this subparagraph in
by the applicable percentage increase under subsection
(bX3XB)Xi) with respect to hospitals located in the respective
areas for the fiscal year involved.

“(iii)) Average standardized amounts computed under th:s
garagraph shall be ad]usted to reflect the most recent case-mix

ta available.”;

(D) in subparagraph (D)—
(i) by striking “URBAN AND RURAL HOSPITALS” in the
heading and inse ‘“HOSPITALS IN DIFFERENT AREAS”,
(i) in clause (i), by inserting “(or, for dmcharges
occurring on or after April 1, 1988, in a large
area or other urban area)” after “urban area’ the first
place it appears, and
(iii) in clause (i), by inserting “such” before “an
urban area” the second place it appears.

(2) CoNFORMING AMENDMENTS.—Section 1886(dX9XA) of such
Act (42 U.S.C. 1395ww(dX9XA)) is amended—

(A) in clause (iiXD), by striking “an urhan area, and” and
inserting “‘a large urban area,”’;

18 Copy read “(42 U.S.C. 1395wwwi(dN2XD)".
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(B) by redesignating subclause (II) of clause (ii) as
subclause (III); and

(C) by inserting after subclause (I) of clause (ii) the follow-
ing new subclause:

‘{,I,I) such rate for hospitals located in other urban areas,
and”.

(d) EstaBLISHMENT OF REGIONAL FLOOR.—Section 1886(d)(1)A)iii)
of such Act (42 U.S.C. 1395ww(d)(1)XAXiii)) is amended by inserting
before the period at the end the following: “, or, if greater for
discharges occurring during the period beginning on April 1, 1988,
and ending on September 30, 1990, the sum of (I) 85 percent of the
national adjusted DRG prospective payment rate determined under
paragraph (3) for such discharges, and (II) 15 percent of the regional
adjuste I,)’RG prospective payment rate determined under such
paragrapn .

(e) UppaTe ror PPS-Exempr HospiTaLs.—Section 1886(bX3)B) of
such Act (42 U.S.C. 1395ww(b)X3)(B)) is amended—

(1) in clause (i), by striking “subparagraph (A) for 12-month
cost reporting periods beginning during a fiscal year and for
purposes of”’,

(2) in clause (ii), by striking “(ii) For purposes of clause (i)”
and inserting “(ii1) For purposes of this subparagraph”, and

(3) by inserting after clause (i) the following new clause:

“(ii) For purposes of subparagraph (A), the ‘applicable percentage
increase’ for 12-month cost reporting periods beginning during—

“(I) fiscal year 1986, is 0.5 percent,

‘(II) fiscal year 1987, is 1.15 percent,

“(III) fi year 1988, is the market basket percentage in-
crease minus 2.0 percentage points, and
. “(IV) subsequent fiscal years is the market basket percentage
increase.”.

(f) RELATED CONFORMING AND TECHNICAL AMENDMENTS.—

(1) Section 1886 of such Act (42 U.S.C. 1395ww) is further
amended—

(A) by adding at the end of subsection (dX2)(D) the follow-
ing new sentence: ‘“For purposes of payment under this
subsection, a hospital is considered to be located in an
urban area or large urban area, respectively, if the hospital
is paid under this subsection at the rate for hospitals
located in such an area.”;

(B) in subsection (e)X3)B), by striking “or determine”’;

(C) in subsection (e}4)—

(i) by striking “for fiscal year 1988"” and inserting
“for each fiscal year (beginning with fiscal year 1988)"”,
(ii) bg striking “and shall determine for each subse-
quent fiscal year” and all that follows through “fiscal
year, and”, and

(iii) by amending the last sentence to read as follows:
“The appropriate change factor may be different for all
large urban subsection (d) hospitals, other urban
subsection (d) hospitals, urban subsection (d) Puerto
Rico hospitals, rural subsection (d) hospitals, and rural
subsection (d) Puerto Rico hospitals, and all other hos-
pitals and units not paid under subsection (d), and may
vary among such other hospitals and units.”; and

(D) in paragraph (5), by striking “or determination” each
place it appears.
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(2) Subsection (a)X1)B)ii) of section 107 of the Balanced
Budget and Emergency Deficit Control Reaffirmation Act of
1987 (Public Law 100-119) is amended, effective as of the date of 42 USC 1395ww
the enactment of such Act, by inserting *, the target percentage note.
and DRG percentage shall be those specified in subsection
(d)X1XCXiv) of such section, and the applicable percentage in-
crease in a hospital’s target amount shall be deemed to be 0
percent” before the period at the end.

(g) ErFecTIVE DATES.— 42 USC 1395ww

(1) PPS HOSPITALS, DRG PORTION OF PAYMENT.—In the case of a note.
subsection (d) hospital (as defined in paragraph (6))—

(A) the amendments made by subsections (a) and (c) shall
appl wlpayments made under section 1886(a)(1XAXiii) of
the goc Security Act on the basis of discharges occurring
on or after April 1, 1988, and

(B) for discharges occurring on or after October 1, 1988,
the a J)pllcable percentage increase (described in section
1886(d)X3)B) of such Act) !7 for discharges occurring during
fiscal year 1987 is deemed to have been such percentage
increase as amended by subsection (a).

(2) PPS SOLE COMMUNITY HOSPITALS, HOSPITAL SPECIFIC PORTION
OF PAYMENT.—In the case of a subsection (d) hospital which
receives payments made under section 1886(d)(1)XA) of the Social
Security Act because it is a sole community hospital—

(A) the amendment made by subsections (a) and (c) shall
apply to payments under section 1886(d)}1XAXiiXI) of the
Social Security Act made on the basis of discharges occur-
ring durmg a cost reporting period of a hospital, for the
hospital’s cost reporting penoge beginning on or after Octo-
ber 1, 1987;

(B) noththstandmg sub; aph (A), for cost reporting
period beginning during fi year 1988, the applicable
percentage increase (as defined in section 1886(d)3XB) of
such Act) for the—

(i) first 51 days of the cost reporting period shall be 0

rcent,

(éi) next 132 days of such period shall be 2.7 percent,
an

(iii) remainder of such period of the cost reporting
period shall be the applicable percentage increase (as so
defined, as amended by subsection (a)); and

(C) for cost reporting &enods beginning on or after Octo-
ber 1, 1988, the applicable percentage increase (as so de-
fined) with respect to the previous cost reporting period
shall be deemed to have been the applicable percentage
increase (as so defined, as amended by subsection (a)).

(3) PPS-ExEMPT HOSPITALS.—In the case of a hospital that is
not a subsection (d) hospital—

(A) the amendments made by subsection (e) shall a; 1pplg
cost reporting periods beginning on or after October 1, 1987;

(B) notwi!;hstand sub, aragraph (A), for the hospital s
cost reporting peri %l w fiscal year 1988,
payment under title X of the Security Act shall
be made as though the applicable percentage increase de-

17 Copy read “Act))”.
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Effective date.

scribed in section 1886(b)(3XB) of such Act were equal to the
product of 2.7 percent and the ratio of 315 to 366; and

(C) for cost reporting periods beginning on or after Octo-
ber 1, 1988, the applicable percentage increase (as so de-
fined) with respect to the cost reporting period beginning
during fiscal year 1988 shall be deemed to have been 2.7
percent.

(4) DEFINITION, REGIONAL FLOOR, AND TECHNICAL AND
CONFORMING AMENDMENTS.—The amendments made by subsec-
tions (b) and (d) and paragraphs (1) and (2) of subsection (f) shall
take effect on the date of the enactment of this Act.

(5) TRANSITION FOR LARGE URBAN AREA RATES.—In computing
the average standardized amount for hospitals located in a large
urban area or other urban area under section 1886(d)}3)AXii) of
the Social Security Act (as amended by subsection (c)) for fiscal
year 1988, the reference to “the respective average standardized
amount computed for the previous fiscal year under this
subparagraph” is deemed a reference to the average standard-
izetfgmount computed for hospitals located in an urban area for
the 51-day period beginning on October 1, 1987.

(6) DeFINITION.—In this subsection, the term “subsection (d)
hospital’ has the meaning given such term in section
1886(d)(10XB) of the Social Security Act.

SEC. 4003. INCREASE IN DISPROPORTIONATE SHARE ADJUSTMENT AND
REDUCTION IN INDIRECT MEDICAL EDUCATION PAYMENTS.

(a) RebucTioN 1N INDIRECT MEDICAL EpUCATION PAYMENTS.—

(1) Section 1886(d)X5)XBXii) of the Social Security Act (42 U.S.C.
1395ww(d)(5)B)(ii)) is amended—

(A) in subclause (I), by striking “2"” and inserting in lieu
thereof “1.89”; and

(B) in subclause (II), by striking “1.5” and inserting in
lieu thereof *1.43".

(2) Section 1886(dX3XCXii) of such Act (42 U.S.C.
1395ww(d)X3)C)ii)) is amended by inserting “and by section
4003(a)1) of the Omnibus Budget Reconciliation Act of 1987"
after “1985"” each place it appears in subclauses (I) and (II).

(b) INCREASE IN DISPROPORTIONATE SHARE ADJUSTMENT.—Section
1886(dX5XF) of such Act (42 U.S.C. 1395ww(dX5)B))—

(1) in clause (iii), by striking “15 percent” and inserting “25
percent”, and

(2) in clause (ivXD), by striking “the lesser of 15 percent, or”.

(c) EXTENSION OF DISPROPORTIONATE SHARE ADJUSTMENT.—Sec-
tions 1886(d)2)CXiv) (42 U.S.C. 1395ww(d)X2)XCXiv)), 1886(dX3NCXiiX])
(42 US.C. 1395ww(d)3XCXiiXI)), 1886(dX3XCxiixII) (42 U.S.C.

1395ww(dX3XC)ii)ID)), 1886(dX5XBXiiXI) (42 U.S.C.
1395ww(dX5)XBXiiXI)), 1886(dX5)B)(1iXII) (42 US.C
1395wwi(d)5)XBX1iX1D)), and 1886(dX5)FXi) (42 U.S.C.
1395ww(d)5XF)X1)) of the Social Security Act are each amended by

striking “1989” and inserting in lieu thereof “1990".
(d) SpeciaL RuLE.—In the case of a hospital which—

(1) consists of 2 inpatient hospital facilities which are more
than 4 miles apart and each of which is in a separate political
jurisdiction within the same State and one of which meets the
criteria under section 1886(d)X5XF) of the Social Security Act for
serving a significantly disproportionate number of low-income
patients as if that facility were a separate hospital; and
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(2) receives payments for inpatient hospital services under

title XVIII of the Social Security Act which are less than the

hospital’s reasonable costs,
the Secretary of Health and Human Services, upon application by
the hospital, may treat each of the facilities of hospital as separate
hospitals for purposes of applying section 1886(d)(5)F) of the Social
Security Act, for discharges occurring on or after October 1, 1988.

(e) ErrecTivE DATE.—The amendments made by this section shall 42 USC 1395ww

agply to payments for discharges occurring on or after October 1, note.
1988.

SEC. 4004. PROVISIONS RELATING TO WAGE INDEX.

(a) Survey.—Section 1886(dX3XE) of the Social Security Act (42
U.S.C. 1395ww(d)3)E)) is amended by adding at the end the follow-
ing: “Not later than October 1, 1990 (and at least every 36 months
thereafter), the Secretary shall update the factor under the preced-
ing sentence on the basis of a survey conducted by the Secretary
(and updated as appropriate) of the wages and wage-related costs of
subsection (d) hospitals in the United States. To the extent deter-
mined feasible by the Secretary, such survey shall measure the
earnings and paid hours of employment by occupational category
and shall exclude data with respect to the wages and wage-related
costs incurred in furnishing skilled nursing facility services.”.

(b) Crinic HospitaL WaGE INpices.—In calculating the wage index 42 USC 1395ww
under section 1886(d) of the Social Security Act for purposes of note.
making payment adjustments after September 30, 1988, as required
under paragraphs (2)H) and (3XE) of such section, in the case of any
institution which received the waiver specified in section 602(k) of
the Social Security Amendments of 1983, the Secretary of Health
and Human Services shall include wage costs paid to related
organization employees directly involved in the delivery and
administration of care provided by the related organization to hos-
pital inpatients. For purposes of the preceding sentence, the term
“wage costs’” does not include costs of overhead or home office
administrative salaries or any costs that are not incurred in the
hospital’s Metropolitan Statistical Area.

SEC. 4005. RURAL HOSPITALS.

(a) REVisioN OF STANDARDS FOR INCLUDING A RURAL CoUNTY IN AN
URBAN AREA.—

(1) TREATING CERTAIN RURAL HOSPITALS ADJACENT TO URBAN
AREAS AS URBAN HOSPITALS.—Section 1886(d)(8) of the Social
Security Act (42 U.S.C. 1395ww(d)(8))—

(A) by redesignating clauses (i) and (ii) of subparagraphs
(A) and (B) as subclauses (I) and (II), respectively,
(B) by redesignating subparagraphs (A) and (B) as clauses
(1) and (ii), respectively,
(C) by inserting “(A)"” after ‘(8)”, and
(D) by adding at the end the following new subparagraph:
“(B) The Secretary shall treat a hospital located in a rural county
adjacent to one or more urban areas as being located in the urban
metropolitan statistical area to which the greatest number of
workers in the county commute, if—

“(i) the rural county would otherwise be considered part of an
urban area but for the fact that the rural county does not meet
the standard relating to the rate of commutation between the
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42 USC 1395ww
note.

42 USC 1395tt.

Regulations.

rural county and the central county or counties of any adjacent
urban area; and

“(ii) either (I) the number of residents of the rural county who
commute for employment to the central county or counties of
any adjacent urban area is equal to at least 15 percent of the
number of residents of the rural county who are employed, or
(II) the sum of the number of residents of the rural county who
commute for employment to the central county or counties of
any adjacent urban area and the number of residents of any
adjacent urban area who commute for employment to the rural
county is at least equal to 20 percent of the number of residents
of the rural county who are employed.

“(C) The Secretary shall make a proportional adjustment in the
standardized amount determined under paragraph (3) for hospitals
located in an urban area to assure that the provisions of subpara-
graph (B) do not result in aggregate payments under this section
that are greater or less than those that would otherwise be made.
The Secretary shall make such adjustment in payments under this
section to hospitals located in rural areas as are necessary to assure
that the aggregate of payments to rural hospitals not affected by
subparagraph (B) are not changed as a result of the application of
subparagraph (B).”.

(2) LocaTiON OF HOSPITAL.—For purposes of section 1886 of the
Social Security Act, Watertown Memorial Hospital in Water-
town, Wisconsin is deemed to be located in Jefferson County,
Wisconsin.

(3) EFFecTIVE DATE.—This section, and the amendments made
by paragraph (1), shall apply to discharges occurring on or after
October 1, 1988.

(b) ExPANSION OF SWING-BED PROGRAM.—

(1) EXPANSION TO HOSPITALS WITH FEWER THAN 100 BEDS.—
Section 1883(b)1) of the Social Security Act (42 U.S.C.
1395tt(b)1)) is amended by striking “50 beds” and inserting “100
beds”.

(2) REQUIREMENTS FOR HOSPITALS WITH MORE THAN 49 BEDS.—
Section 1883(d) of such Act (42 U.S.C. 1395dd(d)) is amended—

(A) by inserting “(1)”" after “(d)”, and
(B) by adding at the end the following new paragraphs:

“(2(A) Any agreement under this section with a hospital with
more than 49 beds shall provide that no payment may be made for
extended care services which are furnished to an extended care
patient after the end of the 5-day period (excluding weekends and
holidays) beginning on an availability date for a skilled nursing
facility, unless the patient’s physician certifies, within such 5-day
period, that the transfer of that patient to that facility is not
medically appropriate on the availability date. The Secretary shall
prescribe regulations to provide for notice by skilled nursing facili-
ties of availability dates to hospitals which have agreements under
this section and which are located within the same geographic
region (as defined by the Secretary).

“(B) In this paragraph:

‘() The term ‘availability date’ means, with respect to an
extended care patient at a hospital, any date on which a bed is
available for the patient in a skilled nursing facility located
within the geographic region in which the hospital is located.
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“(ii) The term ‘extended care patient’ means an individual
being furnished extended care services at a hospital pursuant to
an agreement with the Secretary under this section.

“(3) In the case of an agreement for a cost reportingeperiod under
this section with a hospital that has more than 49 beds, payment
may not be made in the period for patient-days of extended care
services that exceed 15 percent of the product of the number of days
in the period and the average number of licensed beds in the
hospital in the period.”.

(3) ReporT.—The Secretary of Health and Human Services 42 USC 1395tt
shall report to Congress, not later than February 1, 1989, note.
concerning—

(A) the proportion of admissions to hospitals for extended
care services under section 1883 of the Social Security Act
which are denied or approved by a peer review organization
under section 1154(a)(1) of such Act, and

(B) on recommendations for methods of encouraging hos-
pitals that—

(i) have a low occupancy rate,
(ii) are eligible to enter (but have not entered) into an
agreement under section 1883 of such Act, and
(iii) are located in areas with a need for additional
providers of extended care services,
to enter into such agreements.

(4) EFFecTIVE DATE.—The amendments made by paragraphs 42 USC 1395t
(1) and (2) shall apply to agreements under section 1883 of the note.
Social Security Act entered into after March 31, 1988.

(c) PAyMENTS TO SoLE CoMMUNITY HOSPITALS.—

(1) Section 1886(d)X5)CXii) of the Social Security Act (42 U.S.C.
1395ww(d)X5XC)(ii)) is amended—

(A) by striking ‘“1988" in the second sentence and insert-
ing “1990”, and

(B) by inserting after the second sentence the following:

“A subsection (d) hospital that meets the criteria for clas-
sification as a sole community hospital and otherwise
qualifies for the adjustment authorized by the preceding
sentence may qualify for such an adjustment without

rd to the formula by which payments are determined
for the hospital under paragraph (1XA).”.

(2XA) The amendments made by paragraph (1) shall apply to 42 USC 1395ww
cost reporting periods beginning on or after October 1, 1987 note.

(B) The Secretary of Health and Human Services shall take
appropriate steps to ensure that the total amount paid in a
fiscal year under title XVIII of the Social Security Act by reason
of the amendment made by paragraph (1XB) does not exceed
$5,000,000 in the case of fiscal year 1988 and $10,000,000 for
fiscal year 1989.

(d) MEDICARE CLASSIFICATION OF RURAL REFERRAL CENTERS.—

(1) EXTENSION OF CLASSIFICATION.—

(A) IN GeENErRAL—The first sentence of section
1886(dX5XCXiXI) of the Social Security Act (42 U.S.C.
1395ww(d)X5)C)YiXD)) is amended by striking “500” and
inserting “275".

(B) ErFecTiVE DATE.—The amendment made by subpara- 42 USC 1395ww
irafi}il(i})g gémll apply to discharges occurring on or after note.

(2) STuDY.— 42 USC 1395ww
note.
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(A) In GENERAL.—The Secretary of Health and Human
Services shall provide for a study of the criteria used for the
classification of hospitals as rural referral centers under
section 1886(dX5XCXi) of the Social Security Act. The study
shall include an examination of —

(i) the extent that hospitals classified as rural refer-
ral centers receive more or less than their actual costs
of providing inpatient hospital services, and

(ii) the appropriateness of providing for payment for
such centers at a rate other tan the rate for a hospital
located in an other urban area.

(B) ReporT.—The Secretary shall report to Congress, by
not later than March 1, 1989, on the study conducted under
subparagraph (A) and on recommendations for the criteria
that should be applied under section 1886(dX5)CXi) of the
Social Security Act for the classification of hospitals as
rural referral centers for cost reporting periods beginning
on or after October 1, 1989.

(e) GRANT PROGRAM FOR RURAL HEALTH CARE TRANSITION.—

(1) The Administrator of the Health Care Financing Adminis-
tration, in consultation with the Assistant Secretary for Health
(or a designee), shall establish a J:rogram of grants to assist
eligible small rural hospitals and their communities in the
planning and implementation of projects to modify the type and
extent of services such hospitals provide in order to adjust for
one or more of the following factors:

(A) Changes in clinical practice patterns.

(B) Changes in service populations.

(C) Declining demand for acute-care inpatient hospital
capacity.

(D) Declining ability to provide appropriate staffing for
inpatient hospitals.

(E) Increasing demand for ambulatory and emergency
services.

(F) Increasing demand for appropriate integration of
community health services.

(G) The need for adequate access (including appropriate
transportation) to emergency care and inpatient care in
areas in which a significant number of underutilized hos-
pital beds are being eliminated.

(H) The Administrator shall submit a final report on the
program to the Congress not later than 180 days after all
projects receiving a grant under the program are
completed.

Each demonstration project under this subsection shall dem-
onstrate methods of strengthening the financial and managerial
capability of the hospital involved to provide necessary services.
Such methods may include programs of cooperation with other
health care providers, of diversification in services furnished
(including the provision of home health services), of physician
recruitment, and of improved management systems.

(2) For pu of this subsection, the term “eligible small
rural hospital” !®¥ means any non-Federal, short-term general
acute care hospital that—

1® Copy read * ‘eligible small rural hospital' .
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(A) is located in a rural area (as determined in accordance
with subsection (d)),

(B) has less than 100 beds, and

(C) is not for profit.

(3XA) Any eligible small rural hospital that desires to modify
the type or extent of health care services that it provides in
order to adjust for one or more of the factors specified in
paragraph (1) may submit an application to the Governor of the
State in which it is located. The application shall specify the
nature of the project proposed by the hospital, the data and
information on which the project is based, and a timetable (of
not more than 24 months) for completion of the project. The
application shall be submitted on or before a date specified by
the Administrator and shall be in such form as the Adminis-
trator may require.

(B) The Governor shall transmit any application submitted
pursuant to subparagraph (A) to the Secretary not later than 30
days after it is received by the Governor, accompanied by any
comments with respect to the application that the Governor
deems appropriate.

(C) The Governor of a State may designate an appropriate
State agency to receive and comment on applications submitted
under subparagraph (A).

(4) A hospital shall be considered to be located in a rural area
for purposes of this subsection if it is treated as being located in
a rural area for purposes of section 1886(dX3XD) of the Social
Security Act.

(5) In determining which hospitals making application under
paragraph (3) will receive grants under this subsection, the
Administrator shall take into account—

(A) any comments received under paragraph (3)XB) with
respect to a proposed project;
(B) the effect that the project will have on—
(1) reducing expenditures from the Federal Hospital
Insurance Trust Fund,
(i1) improving the access of medicare beneficiaries to
health care of a reasonable quality;
(C) the extent to which the proposal of the hospital, using
appropriate data, demonstrates an understanding of—
(é} the primary market or service area of the hospital,
an
(ii) the health care needs of the elderly and disabled
that are not currently being met by providers in such
market or area, and
(D) the degree of coordination that may be expected
between the proposed project and—
(i) other local or regional health care providers, and
(i) community and government leaders,
as evidenced by the availability of support for the project (in
cash or in kind) and other relevant factors.

(6) A grant to a hospital under this subsection may not exceed
$50,000 a year and may not exceed a term of 2 years.

(TXA) Egcept as provided in subparagraphs (D) and (C), a
hospital receiving a grant under this subsection may use the
grant for any of expenses incurred in planning and implement-
ing the project with respect to which the grant is made.
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(B) A hospital receiving a grant under this subsection for a
project may not use the grant to retire debt incurred with
respect to any capital expenditure made prior to the date on
which the project is initiated.

(C) Not more than one-third of any grant made under this
subsection may be expended for capital-related costs (as defined
by the Secretary for purposes of section 1886(a)4) of the Social
Security Act) of the project.

(8XA) A hospital receiving a grant under this section shall
furnish the Administrator with such information as the
Administrator may require to evaluate the project with respect
to which the grant is made and to ensure that the grant is
expended for the purposes for which it was made.

(B) The Administrator shall report to the Congress at least
once every 6 months on the program of grants established under
this subsection. The report shall assess the functioning and
status of the program, shall evaluate the progress made toward
achieving the purposes of the program, and shall include any
recommendations the Secretary may deem appropriate with
respect to the program. In preparing the report, the Secretary
shall solicit and include the comments and recommendations of
private and public entities with an interest in rural health care.

(C) The Administrator shall submit a final report on the
program to the Congress not later than 180 days after all
projects receiving a grant under the program are completed.

(9) For purposes of carrying out the program of grants under
this subsection, there are authorized to be appropriated from
the Federal Hospital Insurance Trust Fund $15,000,000 for each
of the fiscal years 1989 and 1990.

SEC. 4006. PAYMENTS FOR HOSPITAL CAPITAL.

(a) REDUCTIONS IN PAYMENTS FOR CAPITAL.—Section 1886(g)(3XA)
of the Social Security Act (42 U.S.C. 1395ww(g)3)(A)) is amended—

(A) in clause (ii), by striking “, and” and inserting “on or
after October 1, 1987, and before January 1, 1988,”,

(B) by striking clause (iii) and inserting the following:
“(iii) 12 percent for CEBacyment.s attributable to portions of cost
reporting periods or discharges (as the case may be) in fiscal

year 1988, occurring on or after January 1, 1988, and
“(iv) 15 percent to portions of cost reporting periods or dis-
charges (as the case may) be occurring during fiscal year 1989."”.

(b) ProsPECTIVE PAYMENT FOR CAPITAL-RELATED CoSTS.—

(1) IN GENERAL.—Paragraph (1) of section 1886(35 of such Act
(42 U.S.C. 1395ww(g)) is amended to read as follows:

“(g)1XA) Notwithstanding section 1861(v), instead of any amounts
that are otherwise payable under this title with respect to the
reasonable costs of subsection (d) hospitals and subsection (d) Puerto
Rico hospitals for capital-related costs of inpatient hospital services,
the Secretary shall, for hospital cost reporting periods inning on
or after October 1, 1991, provide for payments for such costs in
accordance with a prospective payment system established by the

Secretary.
“(B) Such system—

“(i) shall provide for (I) a payment on a per discharge basis,
and (II) an appropriate weighting of such payment amount as
relates to the classification of the discharge;
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“(ii) may provide for an adjustment to take into account
variations in the relative costs of capital and construction for
the different types of facilities or areas in which they are
located;

“(iii) may provide for such exceptions (including appropriate
exceptions to reflect capital obligations) as the Secretary deter-
mines to be appropriate, and

“(iv) may provide for suitable adjustment to reflect hospital
occupancy rate.

“(C) In this paragraph, the term ‘capital-related costs’ has the
meaning given such term by the Secretary under subsection (a)(4) as
of September 30, 1987, and does not include a return on equity
capital.”.

(2) CONFORMING AMENDMENT.—Section 1886 of such Act is
amended—

(A) in subsection (a)(4), by striking “with respect to costs
incurred in cost reporting periods beginning prior to Octo-
ber 1 of 1987 (or of such later year as the Secretary may, in
his discretion, select), other capital-related costs, as defined
by the Secretary” and inserting “other capital-related costs
(as defined by the Secretary for periods before October 1,
1987)”, and

(B) by striking subparagraph (C) of subsection (g)(3).

(3) EFFECTIVE n.u'ss.——'ﬁ:e amendment made by paragraph (1)
shall take effect on October 1, 1987. The amendments made by
paragraph (2) shall a ?ly to cost reporting periods beginning on
or after October 1, 1987.

(c) PRoPAC RePorT ON ADJUSTMENT FOR HosprTaL OccuPANCY.—
The Prospective Payment Assessment Commission shall study and
report to the Committee on Ways and Means of the House of
Representatives and the Committee on Finance of the Senate, by not
later than May 1, 1988, on the suitability and feasibility of linking

ayment for capital-related costs under part A of title XVIII of the
gocml’ Security Act to hospital occupancy rates.

SEC. 4007. REPORTING HOSPITAL INFORMATION.

(a) DEVELOPMENT OF DATA Base.—The Secretary of Health and
Human Services (in !9 this section referred to as the “Secretary”)
shall develr:;p and place into effect not later than June 1, 1989, a
data base of the operating costs of inpatient hospital services with
res to all hospitals under title X of the Social Security Act,
which data base shall be updated at least once every quarter (and
maintained for the 12-month period preceding any such update). The
data base under this subsection may include data from preliminary
cost reports (but the Secretary shall make available an updata
ana]ysi;s of the differences between preliminary and settled cost
reports).

) REPORTING OF INFORMATION ELECTRONICALLY.—

20 (1) Subject to paragraph (2), with respect tc hospital cost
reporting periods beginning on or after ber 1, 1989, the
Secretary shall place into effect a standardized electronic cost
reporting format for hospitals under the medicare program.

(2) The Secretary may cﬁalay or waive the implementation of
such format in particular instances where such implementation

1% Copy read "Services, (in".
20 Copy read “"ELecTrRoNicaLLy. —Suhject”

42 USC 1395ww.

42 USC 1395ww
note.

42 USC 1395ww
note.
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would result in financial hardship (in particular with respect to
a small percentage of medicare volume).

(c) DEMONSTRATION PROJECT.—

(1) The Secretary of Health and Human Services shall provide
for a 3-year demonstration project to develop, and determine
the costs and benefits of establishing a uniform system for the
reporting by medicare participating hospitals of balance sheet
and information described in paragraph (2). In contracting the
project, the Secretary shall require hospitals in at least 2 States,
one of which maintains a uniform hospital reporting system, to
report such information based on standard information estab-
lished by the Secretary.

(2) The information described in this paragraph is as follows:

(A) Hospital discharges (classified by category of service
and by class of primary payer).

(B) Patient days (classified by category of service and by
class of primary payer).

(C) Licensed beds, staffed beds, and occupancy (by cat-
egory of service),

(D) Outpatient visits (classified by class of primary payer).

(E) Inpatient charges and revenues (classified by class of
primary payer).

(F) Outpatient charges and revenues (classified by class of
primary payer).

(G) Inpatient and outpatient hospital expenses (by cost-
center classified for operating and capital).

(H) Reasonable costs.

(I) Other income.

(J) Uncompensated care (classified by bad debt and char-
ity care).

(K) Capital acquisitions.

(L) Capital assets.

(3) The Secretary shall develop the system under subsection
(c) in a manner so as—

(A) to facilitate the submittal of the information in the
report in an electronic form, and

(B) to be compatible with the needs of the medicare
prospective payment system.

(4) The Secretary shall prepare and submit, to the Prospective
Payment Assessment Commission, the Comptroller General, the
Committee on Ways and Means of the House of Representa-
tives, and the Committee on Finance of the Senate, by not later
than 45 days after the end of each calendar quarter, data
collected under the system.

(5) In paragraph (3):

(A) The terms “bad debt” and “charity care” have such
meanings as the Secretary establishes.

(B) The term ‘“class” means, with respect to payers, the
programs under this title VIII of the Social Security Act, a
State plan approved under title XIX of such Act, other
third party-payers, and self-paying individuals.

(6) 2! The Secretary shall set aside at least $1,000,000 for each
of fiscal years 1988, 1989, and 1990 from existing research funds

21 Copy read "(T)"
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to develop the format, according to paragraph (1), and at least
$2,000,000 from program operations funds for data collection
and analysis, but total funds shall not exceed $15,000,000 over 3
years.

(T) 22 The Comptroller General shall analyze the adequacy of
the existing system for reporting of hospital information and
the costs and benefits of data reporting under the demonstra-
tion system and will recommend improvements in hospital data
collection and in analysis and display of data in support of
policy making.

23 (d) ConsuLTtaTiON.—The Secretary shall consult representatives
of the hospital industry in carrying out the provisions of this section.

SEC. 1008. OTHER PROVISIONS RELATING TO PAYMENT FOR INPATIENT
HOSPITAL SERVICES.

(a) MassacHUSETTS MEDICARE REPAYMENT.—The Secretary of
Health and Human Services shall not, on or after the date of the
enactment of this Act, and before January 1, 1989, recoup from, or
otherwise reduce ajpayments to, hospitals in the State of Massachu-
setts because of alleged overpayments to such hospitals under part
A of title XVIII of the Social Security Act which occurred during the
period of the statewide hospital reimbursement demonstration
groject conducted in that State, between October 1, 1982, and June

0, 1986, under section 402 of the Social Security Amendments of
1967 and section 222 of the Social Security Amendments of 1972,
(b) CLARIFICATION OF SECTION 1814(b) STATE WAIVER AUTHORITY.—
(1) APPLICATION OF AGGREGATE TEST.—Section 1814(bX3)B) of
the Social Security Act (42 U.S.C. 1395f(b)3)XB)) is amended by
striking “rate of increase for the previous three-year period”
and inserting ‘“‘aggregate rate of increase from October 1, 1983,
to the most recent date for which annual data are available”.

(2) ErFecTIVE DATE.—The amendment made by paragraph (1) 42 USC 1395f

shall take effect on the date of the enactment of this Act, note

(c) CoNTINUATION OF BAD DEBT RECOGNITION FOR HOSPITAL SERV- 42 USC 1395f
ICES.—In making payments to hospitals under title XVIII of the note.
Social Security Act, the Secretary of Health and Human Services
shall not make any change in the policy in effect on August 1, 1987,
with respect to payment under title X of the Social Security Act
to providers of service for reasonable costs relating to unrecovered
costs associated with unpaid deductible and coinsurance amounts
incurred under such title (including criteria for what constitutes a
reasonable collection effort).

(d) HosprrAL OuTLIER PAYMENTS AND PoLiCcY.— 42 USC 1395ww

(1) INCREASE IN OUTLIER PAYMENTS FOR BURN CENTER DRGS.— Note.

(A) In cenNeErAL—For discharges classified in diagnosis-
related groups relating to burn cases and occurring on or
after April 1, 1988, and before October 1, 1989, the marginal
cost of care permitted by the Secretary of Health and
Human Services under section 1886(d)(5XAXiii) of the Social
Security Act shall be 90 percent of the appropriate per diem
cost of care or 90 percent of the cost for cost outliers.

(B) BUDGET NEUTRALITY.—Subparagraph (A) shall be im-
plemented in a manner that ensures that total payments
under section 1886 of the Social Security Act are not in-

i dpy read “(B)".
#3*(d)” Paragraph had wrong indention.



101 STAT. 1330-56 PUBLIC LAW 100-203—DEC. 22, 1987

42 USC 1395ww
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creased or decreased by reason of the adjustments required
by such subparagraph.

(2) LIMITATION ON CHANGES IN OUTLIER REGULATIONS.—

(A) INn cENErAL.—Notwithstanding any other provision of
law, except as required to implement specific provisions
required under statute, the Secretary of Health and Human
Services is not authorized to issue in final form, after the
date of the enactment of this Act and before September 1,
1988, any final regulation which changes the method of
gggment for outlier cases under section 1886(d)(5)A) of the

ial Security Act.

(B) Propac 2* rReporRT.—The chairman of the Prospective
Payment Assessment Commission shall report to the Con-
gress and the Secretary of Health and Human Services, by
not later than June 1, 1988, on the method of payment for
outlier cases under such section and providing more ade-
quate and appropriate payments with respect to burn
outlier cases.

(3) REPORT ON OUTLIER PAYMENTS.—The Secretary of Health
and Human Services shall include in the annual report sub-
mitted to the Congress pursuant to section 1875(b) of the Social
Security Act a comparison with respect to hospitals located in
an urban area and hospitals located in a rural area in the
amount of reductions under section 1886(d}3)B) of the Social
Security Act and additional payments under section
1886(d)(5)(A) of such Act.

(e) MISCELLANEOUS ACCOUNTING Provision.—Effective as if in-
cluded in the enactment of the Omnibus Budget Reconciliation Act
of 1986, subsection (d) of section 9307 of such Act is amended to read
as follows:

“(d) MisceLLANEOUS AccOUNTING ProvisioN.—Notwithstanding
any other provision of law, for purposes of section 1886(d)(1)XA) of
the Social gecurity Act, in the case of a hospital that—

“(1) had a cost reporting period beginning on September 28,
29, or 30 of 1985,

“(2) is located in a State in which inpatient hospital services
were paid in fiscal year 1985 pursuant to a Statewide dem-
onstration project under section 402 of the Social Security
Amendments of 1967 and section 222 of the Social Security
Amendments of 1972, and

“(3) elects, by notice to the Secretary of Health and Human
Ser\lrices by not later than April 1, 1988, to have this subsection
a ’

duringptl{e first 7 months of such cost reﬁorting period the ‘target
percentage’ shall be 75 percent and the ‘DRG percentage’ shall be 25
percent, and during the remaining 5 months of such period the
‘target percentage’ and the ‘DRG percentage’ shall each be 50
percent.”.

SEC. 4009, MISCELLANEOUS PROVISIONS,

c (a) ResponsiBiLITIES OF MEDICARE HospiTars IN EMERGENCY

ASES.—

(1) INCREASE IN CIVIL MONETARY PENALTY.—Section 1867(d)(2)

of the Social Security Act (42 U.S.C. 1395dd(d)2)) is amended by
striking “$25,000” and inserting “$50,000".

24 "Copy read "ProPAC".
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(2) EXCLUSION FROM MEDICARE PROGRAM FOR VIOLATIONS.—
Section 1867(dX1) of such Act is amended by adding at the end
the following new sentence:

“If a civil money penalty is imposed on a responsible physician
under paragraph (2), the Secretary may impose the sanction de-
scribed in section 1842(jX2XA) (relating to barring from participation
in the medicare program) in the same manner as it is imposed under
section 1842(j).”.

(3) EFrecTIVE DATE.—The amendments made by this subsec- 42 USC 1395dd
tion shall apply to actions occurring on or after the date of the note.
enactment of this Act.

(b) DesiGNATION OF PEbpiaTRic HospiTALs As MEETING CERTIFI- 42 USC 1395y
CcATION AS HEART TRANSPLANT FaciLiTy.—For purposes of determin- note.
ing whether a pediatric hospital that performs pediatric heart
transplants meets the criteria established by the Secretary of
Health and Human Services for facilities in which the heart trans-
plants performed will be considered to meet the requirement of
section 1862(aX1XA) of the Social Security Act, the Secretary shall
treat such a hospital as meeting such criteria if—

(1) the hospital’s pediatric heart transplant program is oper-
ated jointly by the hospital and another facility that meets such
criteria,

(2) the unified program shares the same transplant surgeons
and quality assurance program (including oversight committee,
patient protocol, and patient selection criteria), and

(3) the hospital demonstrates to the satisfaction of the
Secretary that it is able to provide the specialized facilities,
services, and personnel that are required by pediatric heart
transplant patients.

(c) WAIVER oF INPATIENT LiMiTATIONS FOR THE CoNNECTICUT HoOs-
PICE.25—Subsection (a) of section 9307 of the Omnibus Budget Rec-
onciliation Act of 1986 is amended— 100 Stat. 1995.

(1) by striking “TEMPORARY" in the heading, and
19% ’l':y striking “for hospice care provided before October 1,

(d) REvisioN oF APPOINTMENT PROCESS FOR PROSPECTIVE PAYMENT
AssessMENT COMMISSION. —

(1) IN GENERAL.—Section 1886(eX6)B) of the Social Security
Act (42 U.S.C. 1395ww(eX6)XB)) is amended—

(A) in the first sentence, by striking “provide expertise
and experience in the provision and financing of health
care” and inserting “include individuals with national rec-
ognition for their expertise in health economics, hospital
reimbursement, hospital financial management, and other
related fields, who provide a mix of different professionals,
broad geographic representation, and a balance between
urban and rural representatives,”; and

(B) by striking the last sentence.

(2) ErFecTIVE DATE.—The amendments made by paragraph (1) 42 USC 1395ww
shall apply to appointments made after the date of the enact- note.
ment of this Act.

(e} PsycHoroGists' Services FurnNisHED 710  HosPITAL
INPATIENTS.—

2% Copy read “LIMITATIONS FOR THE CONNECTICUT HOSPICE.".
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(1) IN GENERAL.—Section 1861(b)X3) of such Act (42 U.S.C.
1395x(bX3)) is amended by inserting ‘(including clinical

ychologist (as defined by the Secretary))” after “others” the
irst place it appears.

(2) EFFECTIVE DATE.—The amendment made by paragraph (1)
shall apglsy with respect to services furnished on or after
April 1, 1988.

() HospiTAL CONDITION OF PARTICIPATION RELATED TO INDIVIDUAL
RespoNsIBLE FOR CARE OF PATIENT.—Section 1861(e)(4) of such Act
(42 U.S.C. 1395x(e)4)) is amended by inserting “with respect to
whom payment may be made under this title” after “patient”.

(g) DELAY IN REQUIREMENTS RELATING To HOSPITAL STANDARDS
FOR ORGAN TRANSPLANTS AND STANDARDS FOR ORGAN PROCUREMENT
AGENCIES.—

(1) Section 9318(b)2) of the Omnibus Budget Reconciliation
Act of 1986, as amended by section 107(c) of the Balanced
Budget and Emergency Deficit Control Reaffirmation Act of
1987, is amended by striking ‘“November 21, 1987"” and inserting
“March 31, 1988".

(2) The amendment made by paragraph (1) shall be effective
as if included in the enactment of the Omnibus Budget Rec-
onciliation Act of 1986.

(h) PrRoPAC Stupies AND REPORTS.—

(1) PROPAC REPORTS ON STUDY OF DRG RATES FOR HOSPITALS IN
RURAL AND URBAN AREAS.—The Prospective Payment Assess-
ment Commission shall evaluate the study conducted by the
Secre of Health and Human Services pursuant to section
603(a)2)(CXi) of the Social Security Amendments of 1983 (relat-
ing to the feasibility, impact, and desirability of eliminating or
phasing out rate urban and rural DRG prospective pay-
ment rates) and report its conclusions and recommendations to
the Congress not later than March 1, 1988.

(2) PROPAC REPORT ON SEPARATE URBAN PAYMENT RATES.—The
Pros ive Payment Assessment Commission shall evaluate
the desirability of maintaining separate DRG prospective pay-
ment rates for hospitals located in large urban areas (as defined
in section 1886(d)X2XD)) of the Social Security Act) and in other
urban areas, and shall regort to Congress on such evaluation
not later than January 1, 1989.

(3) REPORT ON ADJUSTMENT FOR NON-LABOR cC08T8.—The
Prospective Payment Assessment Commission shall perform an
analysis to determine the feasibility and appropriateness of
adjusting the non-wage-related portion of the adjusted average
stan i amounts under section 1886(dX3) of the Social
Security Act based on area differences in hospitals’ costs (other
than wage-related costs) and input prices. The Commission shall
report to the Congress on such analysis by not later than
October 1, 1989.

(i) SeeciAL RuLe.—In the case of New England county metropoli-
tan areas, the Secre of Health and Human Services shall apply
the second sentence of section 1886(dX2XD) of the Social Security
Act, as amended by section 4001(b) of this subtitle, as though 970,000
were substituted for 1,000,000.

(j) TEcHNICAL CORRECTIONS.—

(1) Se