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J U N E A U .  A L A S K A  9 9 0 1 1
CHAIRMAN 

R U L E S  C O M M I T T E E

V Jay no V7. Myers, M.D.
Director, V7AMI Program 
Jniversity of 7daska, Fairbanks 
Fairbanks, Alaska 99701

Dear Dr. Myers:

Tlianks for providing ire with information on need for 
additional V7AMI nvedical school positions for Alaskan 
students.

While I believe WAMI is an excellent program and I support 
the opportunities it provides our students with career 
choices they may r.ot otherwise have, I’m afraid that _i.~ 
financial reality of declining state revenues is forcing 
the Legislature to make some pretty tough decisions. We 
arc havina to reduce and make substantial funding changes 
in many programs —  and it seems there is always someone 
there with good reasons why we shouldn't take such ciction. 
At the same time, it v/ould be extremely difficult to 
justify any increases in an existing programs —  such as 
WAMI.

I regret I can't support your request at this time. You 
have my support, but unfortunately I just don't believe we 
can afford tine additional positions at this time.
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STUDENTS AND RESIDENTS WHO HAVE SETTLED IN ALASKA SINCE 1971

S t u d e n t / P r a c t i c i  ng
Name R e s i d e n t C i t y S p e c i a l t y

E m e l , A1 f r e d R E lm e n d o r f  AFB FP
F r e u d e n t h a l , A l l e n S B e t h e l FP
I s t o ,  S a r ah * S / R Juneau FP
K r u s e ,  D on a l d *S U SP HS - B e t h e l • FP
Ma r x ,  B i l l * S Mt .  Edgecumbe FP
M cC r e i g h t ,  W i l l i a m R Juneau FP
f l i g h swa nde r ,  Thcnas R Ancho rage FP
O l s e n ,  E r i c S/R J uneau FP
Seaman,  J i l l S Re t h e l FP
S p e n c e r ,  J ohn *S Ancho rage FP
Todd ,  K a t h l e e n P. V a l d e z FP
Toon ey ,  K a t h l e e n R , K o t z e b u e FP
Ude ,  Ma r i an ne  J . * s Kod i a k FP
V a ug h t ,  Rodney S/P. S i t k a FP
W i l b u r ,  J e an *S F a i r b a n k s FP
Wood,  Tom s P e t e r s b u r g FP
V/or ra l  1 ,  W i l l i a m *s Ancho rage FP
B a r r e t t ,  Dav i d p. Ancho rage IM
B e l l , W i l l i a m  H. "S Hcmer IM
B i n g ,  Kenne th p. Ancho rage IM
B o y l e ,  Loueen s Juneau IM
C o l e ,  W i l l i a m F ac . J uneau IM
G a r r e t t ,  Dav i d R Ancho rage IM
Hues ,  J o hn *S Ancho rage IM

K u l i n ,  S t ephen  D. *s Ancho rage Anes t he s

McGu i r e ,  J i n R Ancho rage Psych
P o p p i n ,  J ohn R Ancho rage Psych
W i n s l ow ,  D i ck S Ancho r age Psych
B r e n n a n ,  Ron S B e t h e l Peds
R r i g n s ,  James D. *S F a i r b a n k s Peds
Egan ,  Harv/ood R F a i r b a n k s Peds
Eme r s on ,  Susan S Ancho r age Peds /Oh
J o h n s o n ,  Dave P. K e t c h i k a n Peds
S c h u l t z ,  Nancy R F a i r b a n k s Pn ds
LaMag i e ,  Susan -AS Was i 11 a Ob/Gyn

Cox ,  J a n e s R Ancho r age Ophth
T o k a r ,  R o n a l d  Lee S/R Juneau Ophth
Bohan ,  P e t e r R Ancho r age Pa t h

L e v e n g s t o n ,  R o b e r t P. Ancho rage Rad
M o e l l e r ,  Dav i d P. Ancho r aoe Rad

*  S t u d e n t  s n e n t  t h e  f i r s t  y e a r  o f  t r a i n i n g  a t  t he  U n i v e r s i t y  o f  A l a s k a



J an  C a r l i n e ' s  Handout  M a t e r i a l  
A t t a c hmen t  " 8 "

Home Towns o f  A l a s k a  S t ud e n t s  E n t e r i n o  UWSM 
1971 t o  1 9 8 3

Home Town Humber
_ _ _ ____________ o f  S t u d e n t ;

Ancho r age 36
Chug i a k 1
C o l l e g e 2
D i l l i n g h a m 1
F a i  r b a n k s 36

Homer 1
Hoonah 1
J uneau 8
K a s i l o f 1
K e t c h i k a n 2
K o d i a k ?
Meye r s  Chuck 1
Mt .  Edgecumbe 1
Mi n i l c h i k 1
Home 2
Seward 2
S i t k a 3
SI e e tmu t e 1
U n a l a k l e e t 1
Was i l i a 1
W r a n g e l l 1



A l a s k a  P r a c t i c e  L o c a t i o n s :  G r ad u a t e s  o f  UWSM M.D.  P r og r am 
and R e s i d e n c y  P r o g r a m s ,  1971 t o  P r e s e n t

P r a c t i c e  Number 
L o c a t i o n  o f  P h y s i c i

Ancho r age 16
B e t h e l 4
E l n e n d o r f  AF3 1
F a i r b a n k s 4
Hcne r 1

Juneau 5
K e t c h i k a n 2
K od i a k 1
K o t z e b u e 1
f i t .  Edgecumbe 1

P e t e r s b u r g 1
S i t k a 3
Val  dez 1
Was i l l  a 1
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S 1906 CONGRESSIONAL RECORD — SENATE March 1, 1983
c h a n ce  In p en a lties  u n d er th e  AECA w ould  
be retroactive and to  a llow  ad eq u ate tim e to 
im plem en t th e  ch a n ce  in pricing for train- 
inc. A ll o th e r  sectio n s w ould  be e ffe c tiv e  on  
O ctober 1. 1983.

S . G.'l8
B e  i t  e n a c te d  b y  th e  S e n a te  a n d  B o u se  o f  

R e p re se n ta tiv e s  o f  th e  U n ited  S ta le s  o f  
A m e r ic a  in  Con n e s s  a ssem bled . T h a t  th is  
A ct m ay  be c ited  as the  "Special S ecu rity  
C ooperation  Act o f 1983".

M IL IT A R Y  SALES ANT) RELATED PROGRAMS
S ec. 101. (a ) In  addtti n to  am oun ts o th e r ­

w ise m ade availab le for th e  fiscal year  1983 
for  loan  gu aran ties u n d er section  24(a) of 
th e  Arm s E xp ort C ontro l A ct, $425,000,000  
o f loan  principal are au th orized  to  be so  
gu aran teed  during su ch  fisca l year.

(b ) In ad d ition  to am o u n ts otherw ise  
m ade availab le for th e  fiscal year 1983 to  
carry o u t th e  p rovision s o f  section  503 of  
th e  F oreign  A ssista n ce  A ct o f 1961. th e re  is 
au th orized  tc  be ap p rop riated  $142,000,000 
to  carry o u t su ch  p rov isio n s for su ch  fiscal 
year.

ECONOM IC  SU PPO R T  FUND
S ec. 102. In a d d ition  to  am ou n ts otherw ise  

a u th orized  to  be appropriated  for  th e  fiscal 
year 1983 to  carry o u t th e  provisions of 
ch a p te r  4 of p a it  II o f  th e  F oreign  A ssist­
ance A ct o f 1901, th ere  Is authorir. d to be 
appropriated S82.000.000 to  carry o. su ch  
provisions for su ch  fiscal year.
IN TERN AT ION AL O RGAN IZATIONS AND PROGRAMS

S e c . 103. In add ition  to am oun ts o th erw ise  
m ade available for th e  fiscal year 1983 to  
carry ou t th e  provisions o f  ch ap ter  3 o f part 
I o f  th e  F oreign  A ssistan ce  A ct o f 1961. 
th ere  is au thorized  to  be appropriated for 
th e  fiscal year i983 $4,500,000 to carry ou t 
su ch  provisions, foi p aym en t to th e  In tern a­
tiona l A tom ic E nergy A gency.

S e c t io n -b v - S e c t io n  A n a l y s is  o r  t h e  P r o ­
p o s e d  S p e c ia l  S e c u r it y  C o o p e r a t io n  A c t  
o p  1983

I .  i n t r -’ d u c t io n
T h e  proposed S p ecia l S ecu r ity  C oopera­

tion  A ct o f 1983 co n ta in s freestan d in g  provi­
s io n s in order to  au th o r ize  su p p lem en ta l in ­
tern ation a l secu r ity  a ssistan ce  to m eet 
urgent needs for fiscal year 1983.

i t .  p r o v i s i o n s  o f  t h e  b il l  
S e c tio n  l o t .  M ili ta r y  sa le s  and  rela ted  

p ro g ra m s
T h is  section  a u th o r izes an increase of 

$120,000,000 In th e  lim it esta b lish ed  In P.L. 
97-377 on th e  to ta l principal am oun t o f  
loan s for w hich  gu aran ties m ay be Issued 
during fiscal year  1983 under section  24(a) 
of th e  AI.CA.

In addition , th is  sectio n  au th orizes an  in- 
creasc In ap p rop riation s o f $142,000,000 
above th e  am oun t m ade ava ilab le  in P.L. 97- 
377 for fiscal year 1083 to  carry o u t th e  m ili­
tary a ssistan ce  program . A lth ou gh  th e  
P resid en t's b udget lo r  fisca l year 1984 re­
q u ested  a su p p lem en ta l ap propriation  of 
$167,000,000 to  carry o u t th e  m ilitary a ss ist­
ance program  for fiscal year 1983, section  
506(c) already provides a u th oriza tion  to  ap ­
propriate (h a t part o f th e  budget request 
($25,000,000) w h ich  Is proposed  lo  be used  
for reim bursem ent lo  th e  D ep artm ent of 
D efen se  lor d efen se  artic les, ( ie len se  .serv­
ices an d  m ililarv  ed u cation  and train ing pre­
viously drawn dow n p u rsu an t to section  
5061 a i.

S ec tio n  102. E c o n o m ic  su p p o r t  / un it 
i*:.e P resident's budget lor  fiscal year 1984 

requested  a su p p lem en ta l appropriation  of 
5114 aim.ooo (or ' l ie  E conom ic Support 
1 and lor n.-.rai year 1 T h is section  in ­

creases by $82,000,000 th e  a u th oriza tion  of  
appropriations for fiscal yea r  1983 for tills  
F und, m ade by P.L. 97-113. T h e  am oun ts  
appropriated in P.L. 97-377 for th is  Fund  
for  fiscal year 1983 w ere $62,500,000 less  
th a n  th e  am ou n t au th orized  by P.L. 97-113.

S e c tio n  103. I n te r n a t io n a l  o r g a n iz a tio n s  
a n d  p ro g ra m s

T h is  se c tio n  au th orizes an  Increase In ap­
p ropriations o f $4,500,000 above th e  am oun t 
m ade availab le In P.L. 97-377 for  fisca l year 
1983 to carry o u t C h ap ter  3 o f part I o f  th e  
F oreign  A ssistan ce A ct o f 1961. as am ended. 
T h ese  fu n d s w ill be used for p a y m en ts to  
th e  In tern ation a l A tom ic E nergy  A gency.

S . 639
B e  i t  e n a c te d  b y  the  S e n a te  a n d  H o u se  o f  

R e p re se n ta tiv e s  o f  th e  U n ite d  S ta te s  o f  
A m c n c c  in  C ongress a ssem bled .

s h o r t  t i t l e
S e c . 1. T h is  A ct m ay be c ited  as th e  "Leba­

n on  E m ergency  A ssistance A ct o f  1983". 
e c o n o m ic  s u p p o r t  f u n d

S ec. 2. (a ) I t  Is hereby  determ in ed  th a t  
th e  n ation a l in terests o f th e  U n ited  S ta te s  
w ould be served  by th e  a u th o r iza tio n  and  
ap propriation  o f  ad d ition al fu n d s for eco­
nom ic a ss ista n ce  for L ebanon  in  order to  
p rom ote th e  econ om ic and p o litica l sta b ility  
o f th a t  cou n try  and to su p p o rt th e  in tern a ­
tiona l e ffo r t  to  s tren g th en  n sovereign  and  
Independent L ebanon.

(b) A ccordingly , in ad d ition  to  am oun ts  
o th erw ise  au th orized  lo  be appropriated  for 
fisca l year 1983 to carry o u t  th e  provisions  
o f ch ap ter  4 o l  part II of th e  F oreign  A ssist­
an ce  A ct o f  1961. there  is au th orized  to  be 
appropriated  $150,000,000 to  carry o u t su ch  
provisions.

(c) T h e  am ou n ts appropriated  p u rsu an t to 
t i lls  sec tio n  are au th orized  to  rem ain  ava ils  
blc u ntil exp en d ed .

M IL IT A R Y  SALES AND RELATED I ROGRAMS
S e c . 3. (a ) I n  order to su p p o rt th e  rebu ild ­

ing of th e  arm ed forces o f  L ebanon, th e  
C ongress find s th a t  th e  n atio n a l secu rity  in­
terests  o f th e  U nited  S ta te s  w ould be served  
by th e  a u th oriza tion  and appropriation  of 
add ition al funds to  provide tra in in g  for th e  
L ebanese arm ed forces and to  finan ce pro­
cu rem en ts by L ebanon o f  d efen se  articles  
and d efen se  serv ices lo r  Its secu r ity  require­
m ents.

(b ) In nddition to  a m o u n ts o therw ise  
m ade availab le for th e  fisca l y ea r  1983 to 
carry ou t ( lie  provisions o f  ch a p te r  5 o f  part 
II o f  th e  F oreign  A ssistan ce  A ct o f 1901, 
th e re  are au th orized  to be appropriated  for' 
th e  fiscal year 1983 $1,000,000 io  carry o u t  
su ch  provlsons.

<c) In nddition  to  am oun ts o th erw ise  m ade 
nvnilabie for t ile  fisca l year  1983 for loan  
g u aran tees under section  24(a) o f th e  Arm s 
E xport C ontrol Act. $100,000,000 of loon  
principal are au th orized  to be so  guaranteed  
during su ch  fiscal year.

S e c t io n -b y - S e c t io n  A n a l y s is  o r  t h e  P r o ­
p o s e d  L e b a n o n  E m e r g e n c y  A s s is t a n c e  A ct  
o p  1983

I .  INTRODUCTION 
T h e  proposed Lebanon E m ergency A ssist­

ance Act o f  1983 (" th e BUI") con ta in s free- 
sta n  ' \f! provisions in order to au th orize  
su p p i. m enta l in tern ation al secu rity  a ss ist­
an ce  for th e  Hscal year (983 (or lA-b.umn.j 
Tl'.v m il m ts w h ich  would be au th orized  in( 
th e  -1 1 1! represent (tie to ta l am oun ts w hlcli 
are proposed to  be a llocated  to Lebanon in 
fiscal year 1983 from  am o u n ts m ade m a ila ­
ble pursuant lo  th is  Hill an d  Public Law 97- 
377 for th e  Econom ic S u p p ort K'.in.t. m e  in ­
tern ation a l M ilitary E ducation  and T rain ing  
program , and th e  Foreign M ilitary S a les  
C redit program .

I I .  P R O V IS IO N S  OF T H E  D ILL
S e c tio n  1. S h o r t  u tie

T h is  section  provides th a t  th e  B ill m ay be  
cited  as th e  "Lebanon E m ergen cy  A ssist­
ance A ct o f  1983".

S e c tio n  2. E c o n o m ic  su p p o r t  f v n  i
T ills  section  con sists o f th r e e  sub :ions, 

as follow s:
(?> T h is  subsection  s ta te s  th e  d eterm in a ­

tion  o f C ongress th a t th e  n a tion a l in te r e sts  
o f  th e  U nited  S ta te s  w ould be served by th e  
au th orization  and appropriation  o f ad d itio n ­
a l fun d s for econom ic assistan ce to p rom ote  
th e  econ om ic and p olitical s ta b ility  o f L eba­
non and to  support th e  in tern ation al e ffo r t  
to  stren g th en  Its sovereign ty  and in d ep en d ­
ence.

(b) T h is  su b section  a u th orizes th e  a p p ro­
priation  o f S150.000.000 for econ om ic su p ­
p ort p ursuant to  ch a p ter  4 o f  P art II o f  th e  
F oreign  A ssistan ce A ct, in  a d d ition  to  
am oun ts o th erw ise  au th orized  for  th a t  
ch ap ter  py P ub lic  Law 97-133.

(c) T h is  su b section  provides th a t  t i l l  
am oun ts appropriat' d p u rsu an t to  t ills  se c ­
tion  are authorized  to  rem ain availab le u n til 
expended.

S e c tio n  3. M ili ta r y  sa le s a n d  re la te d  
p ro g ra m s  ,

T h is sectio n  co n sists  o f  th ree  su b sec tio n s  
ns follow s:

(a) T h is  su b section  Is a  find ing b y  th e  
U n ited  S la te s  C ongress, in  support o f  th e  
rebuilding of th e  arm ed forces o f L ebanon , 
th a t  th e  au th oriza tion  nnd ap p rop riation  of 
su p p lem en ta l funds for m ilitary  sa le s  and 
related  program s w ould serve  th e  n a tio n a l 
secu rity  In terests o f th e  U nited  S ta le s . 
T h ese  ad d itional fun d s w ould be u sed  to 
provide train ing for th e  L ebanese arm ed  
forces and to finan ce procurem ents by Leba 
non o f d e ien se  artic les and d efen se  serv ices  
for Its secu rity  requ irem ents.

(b) T h is  su b section  a u th orizes th e  appro­
priation  o f an ad d itional $1,000,000 for th e  
fisca l year 1983 for th e  In tern a tio n a l M ili­
tary E ducation  and T rain in g  (1M E T ) pro­
gram . T h is  au th oriza tion  is in ad d itio n  to 
th e  am oun ts m ade ava ilab le for th e  IM E T  
program  by P ublic Law 97-377.

(c i T h is  su b section  a u th orizes an in crease  
o f  $100,000,000 Is t iic  lim it e sta b lish ed  in 
P ub lic  Law 97-377 on  th e  to ta l p rincipal 
am oun t o f loan s for  w h ich  gu aran ties m ay  
b e issued  during fiscal year 1983 under se c tio n

r -v

24<al of th e  A m is E xp ort C ontrol A ct.i

By Mr. DOLE (by request): : "
S. 640, A bill to amend the Internal 

Revenue Code of 1954 to provide for,, 
the inclusion of certain employer con-.* 
tributlons to health plans In an em*. 
ployec's cross income; to the Commit-' 
tee on Finance. • • i*ci

S. C-’.l. A bill to provide for voluntary 
private alternative coverage for mcdl-'' 
care beneficiaries, and for o ther pur-'?] 
poses; to the Committee on Finance. .'/!

S. 642. A bill to restructure the mcdL 
care hospital Insurance program; to f '3  
the Committee on Finance. * ' I i s

S. 643, A bill to make improvements |  
in the medicare and medicaid pro- I ir 
grams, and for other purposes; to the 1 
Committee on Finance. vi-

HEALTH IN CEN T IVES REFORM  LEG IS I.A T IO N  . ! * >
M r. D O LE . M r . P re s id e n t. I im  In- pH* 

tro u n c in g today , a t t l ie  re ques t o f the 
admmLst ra t io n , i l f in n . ' t jo r c o m p o n e n u
ot m e health incentives reform pro- ‘|V 
gram. There are five components of 
the package, one of ah lch —the pro- 'fig-'
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posed Medicare Prospective Pa; ment 
Rates Act—was Introduced on / ebru- 
ary 23,1983.

The following: four bills are those 
that are being introduced today: First, 
limitation on exclusion for employer 
health plan payments: seco id, the 
Medicare Voucher Act of 19E I; third, 
the Medicare Catastrophic Hospital 
Cost Protection Act; and, fourth, the 
Health Care Financing Am .ndments 
of 1983.

NEED  FO R ACTION
As many of my colleagues are aware, 

health care costs continue to escalate 
at ar. alarming rate, far exceeding the 
increase in prices overall.

This year the Federal government 
will spend approximately S57 billion 
on the medicare program At th? same 
time, we expect to spenc. $19 billion on 
sendees for the poor uu Jer the medic­
aid program.

Rising health care costs are a prob­
lem th a t affects all of us. As the Presi­
dent pointed out in the letter of trans­
mittal accompanying the health incen­
tives reform program, increasing costs 
affect the elderly who are covered by 
medicare, and face the th rea t of in­
creasing out of pocket costs. The poor 
continue to see medicaid coverage re­
duced as Scales and the Federal Gov­
ernment arc forced by rising costs to 
make cutbacks. Workers with employ­
ment-based health insurance ha ve re: 
ceived lower cash wages because of t he 
unchecked cosTlncreases for healtH- 
benefits.

The President’s package of health 
care program reform measures is de­
signed to address each of these areas. 
The Senator from Kansas is particu- 
lariy pleased to noteTHc inclusion of 
Llio provision limiting th e exclusion 
for employer health pin.. payments.

Under the proposal contained n> the 
administration's fiscal year 1984 
budget, employer contributions to ac­
cident or health plans for an employee» 
would be Included In the employee's 
income to the extent they exceed,/ 
first, $1.75 per m onth—$2,100 per ; 
year—if the plan covers the employee* 
and his family, or second, $70 per j 
month—$840 per year—if .th e  plan* 

•covers on* > the employee.,VThc provi­
sion would apply for taxable years be­
ginning after December 31, 1983. The 
$175 and $70 amounts would be in­
dexed to adjust for inflation.

Amounts Included In the employee's 
income under the proposals would also 
be subject to social security taxes.

There would be a transition yule to 
exempt premiums paid under collec­
tive-bargaining agreements signed 
before January 31, 1983.

The total exclusion from employees' 
income tor employer paid medical cov­
erage is t he second largest, statutory 
frln:;e beneiit in : I it? Tax (.’ode. T he ' 
largest is I lie exclusion from income of 
pension contributions and earnings.

The revenue loss estimate for ihls 
total exclusion from income is estimat­
ed to be s 18.J billion in liscal year

1983 and $21.3 billion in fiscal year 
1984.

The administration's proposal would 
reduce this revenue loss by $2.3 billion 
In fiscal year 1984 and $4.4 billion in 
fiscal year 1985. Therefore, even after 
a cap on the exclusion, the tax benefit 
for receiving part of your compensa­
tion in the form of health care would 
be very substantial.

Many experts believe tha t our pres- 
ent tax~treatrnonT oI~employer pro­
vided health  benefits h as been a con­
tributing factor in the trend toward 
excessive coverage and escalating 
medical costs.

We will have in  examine whether a 
dollar cap on the exclusion from an 
employee's income will change con­
sumer behavior in a desirable way. For 
example, will a cap encourage copay­
ments and more ciilclent health care, 
or will some workers, such as lov;- 
ineome individuals receive Insufficient 
coverage?

Even if we decide to limit employer 
paid tax free medical insurance, there 
are still a number of questions to be 
resolved with respect to a so-called tax 
cap. These include the level a t which 
the cap is set, For instance, should 
there be. a national cap or one which 
varies in different areas of the coun­
try,' thereby recognizing differing costs 
.of care: how often should the limit be 
updated; and how do we prevent ad­
verse selection—the case where all the 
healthy choose low option insurance 
and the sick, high option. Another ob­
vious question is how to deal with self- 
insured plans which are Increasing in 
number.

It is not likely that we on the Feder­
al level woulu attem pt to establish a 
minimum benefits package in conjunc­
tion with a tax cap. T hat is clearly the 
Jurisdiction of the State insurance 
commissioners and in the lands of 
labor and business.

CONCLDStON
,  Medicare is a program which has 
grown a t an alarming rate since its 
creation 17 years ago. The trust fund 
Is rapidly approaching a period of time 

t in which it will no longer have suffi­
cient funds to finance program ex­
penditures. Something must be done 
to prevent this potential Insolvency. 
The President’s proposals are an a t­
tempt to address this problem and 
others. The Senator from Kansas 
urges liis colleagues to give these bills 
their serious consideration.

Mr. President, I request th a t a sum­
mary of each bill be included In the 
record following my comments.

There being no objection, the sum­
maries were ordered to be prim ed in 
the R ecoup. as follows:

S .  C-IO— L im i t a t i o n  o n  E x c l u s i o n  f o i i  
E m I'toYrn H e a l t h  1 ’ l a n  P a y m e n t s

OENEIIAL EXPLANAT ION  
C u rren t In w

All em ployer con trib u tion s to  h e a lth  in ­
su ran ce p lans for em p lo y ees .ire c \e .t id e d  
from  th e  em p loyees Incom e and w ages (or 
purposes o f incom e and em p lo y m en t taxes, 
T h is  tax  treatm en t gen era lly  ap p lies lo  all

Insurance coverage, regardless o f  cost, and  
to  all m edical b enefits, no m atter  how  e x ­
ten sive . T h e  sam e ru le gen era lly  app lies to  
am oun ts paid by an  em ployer to or on  
b eh a lf o f  an em p loyee  under a  se lf-in su red  
m edical p lan.

R e a so n s  f o r  ch ange
E xclu d in g  em p loyer  con trib u tion s to  

h e a lth  p lans from  gross Incom e crea tes an  
ineq u ity  betw een  individuals covered by e m ­
p loyer  H ealth p lans and th o se  w h o  are n o t  
so  covered. T h e  la tter  g T o u p  m u st pay for  
th e ir  h ea lth  care w ith  a fter  tax  d ollars, 
w h ile  th e  h ea lth  care o f th e  form er group is 
provided w ith  before tax dollars. For e x a m ­
p le, an em p loyee  w ith  S23.000 o f  total co m ­
p en sa tion  con sistin g  of S20.000 o f  cash  
w ages and $3,000 o f h ea lth  Insurance cover­
age will pay S804 less in Federal incom e and  
S ocia l S ecu rity  tax es than  on e w ith  $23,000  
o f  cash  wages.

T h e  preferentia l trea tm en t o f  em p lo y er  
paid  h e a lth  benuf’ts encourages em p lo y ees  
to  receive large am oun ts o f th e ir  com p en sa ­
tio n  In th a t form . T h is  has led  to  a s ig n if i­
c a n t  decline In th e  am oun t o f  com p en sation  
su b ject to  tax  and Indirectly has led  to  
h ig h e r  ta x  rates on cash  wages.

From  a h e a lth  policy  \ie w p o in t. m any e m - . 
p lo y ces have su ch  gen erou s insurance p lan s  
th a t tiiey  bear vcryT ittle . if a n y. o( th e  co st  
oT doctors' v isits or h o sp ital services. T h e y  
therefo re  len d  to overuse doctor and h osp i­
ta l serv ices nnd m edical te sts . T h e  very  
rapid increase In h ea lth  care co sts  in recen t  
years can  be attrib u ted  at lea st  ir. part lo  
th is  lax-induced  Incentive to  dem and addi­
t io n a l h ea lth  caro'uTih lit t le or no regard to  
U s actual co sts .

P ro p o sa l
E m ployer con trib ution s to  a  h ea lth  p lan  

w ould be Includible in gross Incom e to  th e  
ex ten t th a t th e y  exceed  $70 per m o n th  
($840 per year) for an  Individual em p lo y ee , 
or $175 pur m onth  <$2.10i) per year) for  
fam ily  coverage.

T h e  proposal will gen era lly  be e ffe c tiv e  
Jan u ary  1. 1U84. H ow ever. In order to  a llow  
ren egotia tion  o f ex istin g  con tracts, th e  p ro ­
posal will n o t he e ffe c tiv e  w ith  resp ect to  
em p loyer  con trib u tion s to em p loyer h e a lth  
p lans, th e  am oun ts o f w hich  are  fixed  by a  
leg a lly  binding con tract en tered  Into on  or 
b efore January 31, 1983. u ntil th e  earlier o f  
January 31, 1980. or th e  first d a te  a fter  J a n ­
uary 31, 19113 on w hich  su ch  am o u n ts cea se  
to be fixed  by th e  contract.

E ffe c ts  o f  p ro p o sa l  /
T h e  am oun t o f em p loyer con tr ib u tio n s 1* 

determ ined . In th e  case o f  on Insured p lan , 
on  th e  basis o f  th e  prem ium s ch arged  fo r  *' 
su ch  Insurance. T h e  Insurance p rem iu m s  
paid by th e  em p loyer on  b eh a lf  o f e m p lo y ­
e e s  will be divided by th e  num ber of covered  
em p loyees. If tne  em p loyer  m a in ta in s d if­
feren t p lans covering d ifferen t groups o f  
em p loyees, each  p lan  w ill be trea ted  se p a ­
r a te ly  In d eterm in in g  em p loyer  co sts  per .. 
em p loyee .  • V

In th e  case o f notiinsured  p lans, th e  
a m oun t of th e  em p loyer con trib ution s w ill 
be based on  th e  co sts  o f providing coverage  
under th e  plan. C osts of providing coverage  
m ay be determ ined  based on roast, .Lie e s t i ­
m a tes o i su ch  costs.

T o  th e  e x te n t th a t em p loyer  co n tr ib u tio n s  
exceed  th e  s'il) liid iv ld u .il/$175  fam ily  
m o n th ly  ceilin gs, th e  ex cess w ould be in ­
clu d ib le  in th e  incom e o i th e  covered e m ­
p loyee. Even if em p loyer  h ea lth  plan p a y ­
m en ts exceed  th e  $70 ind ividual, $175 f in tily  
m on th ly  am oun ts, on ly  th e  e x cess  will be in ­
c luded  in th e  em p loyee's gross incom e, For 
exam p le, if th e  em p loyer  paid $185 per 
m onth  tor fam ily  h e a lth  coverage lor  an
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em p loyee. $10 p er  m o n th  w ould be included  
in  th e  em p loyee's gross Incom e. T1iu 3, $10 
w ould be su b jec t to  incom e tax  and FIC A  
and FUTA tax es ( if  applicable). M ost c u n  
ren t em p loyees w ill pay no ad d itional t a x ' 
b ecause th o se  em p lo y ees have Insurance' 
coverage costln c  less  th a n  th e  app licab le  
ce ilin g  am oun t.

R e v e n u e  e s t im a te  
F iscal vears: B illio n s

I9B4........................    $2.1
198 5 ................     4.3
198 6......      6.0
198 7_________________    8.0
198 8 ............       10.7

L im i t a t io n  o n  E x c l u s io n  t o r  E m p l o y e r
H e a l t h  Plan P a y m e n t s  
TECHN ICA L EXPLAN AT ION  

S u m m a v j  o f  th e  p ro p o sa l 
Em ployer con trib u tion s to  a  h ea lth  p lan  

would be inclu d ib le In gross incom e to  th e  
ex ten t th a t th e y  exceed  $70 per m onth  
(S810 per year) for an  Individual em ployee, 
or $175 per m onth  ($2100 per year) for 
fam ily coverage.

D eta iled  d e sc r ip tio n  
U nder th e  proposal, th e  am oun t of any  

excess em p loyer  con trib ution s to a h ea lth  
plan w ith  resp ect lo  coverage of an em ploy­
ee  during tlte  payroll period w ill be included  
in th e  em p loyee's gross Incom e. Em ployer  
con trib ution s for a payroll period arc ex cess  
em ployer con trib ution s to th e  e x te n t  th ey  
exceed  th e  m o n th ly  dollar lim it for su ch  
em p loyee, prorated to  re flec t  ;ne  len gth  of  
th e  payroll period. For 1984. th e  mo .lily  
dollar lim it Is S70 for an  em p loyee  w ith  Indi­
vidual coverage under th e  p lan  and $175 for 
an em p loyee  w ith  fam i'y  coverage under th e  
plan. For years a fter  IPS-t. the  m onth ly  
dollar lim it will be ad lusted _ 'o refleet, 
rh a n ees In I he C onsum er I’rir-1 Index. An 
em p loyee  w ill be treated  as having individn- 
al coverage u n less th e  em p loyee has a 
sp ou se  or a d ep en d en t w ho Is covered under  
t iie  plan.

T h e  em p loyer con trib u tion  to a h ea lth  
plan w ith  respect lo  an em p loyee  will be the  
cost of coverage of th e  em p loyee  under th e  
plan reduced by th e  am oun t of th e  em ploy­
ee's con trib ution s for su ch  coverage. T h e  
annual co st  of coverage w ith  respect to  an  
em p loyee  w ill b e  th e  aggregate annual cost  
o f providing coverage for Oil em p loyees w ith  
th e  sam e type of coverage (Individual or  
fam ily ) u. tlte  plan a s  th a t o f th e  em ­
p loyee, d h  J th e  nu m b er o f sueti em ­
p loyees. T h e  co st  o f coverage w ith  respect 
to  an em p lo y ee  for a payroll period w ill be 
th e  annual co st o f coverage prorated to re­
flec t th e  len gth  o f  th e  payroll period. Any  
c o it  of providing coverage under a plan  
w hich  Is a llocab le to w orkm en's com p en sa­
tion  or to  a  purpose o th e r  th a n  providing  
m edical care Is n ot taken  Into account In de­
term in ing th e  co st  o f  coverage under th e  
plan.

T h e  annual co st  o f  providing coverage  
u n d er an Insured plan tor any Insured part 
of a p lan) will be determ in ed  based on the  
/ie t prem ium  charged  by th e  Insurer for 
su ch  coverage. T h e  annual co st o f  providing  
coverage under a non insured  plan tor any  
noninsured  part o f  a p lan) will be based on  
th e  costs Incurred w ith respect to  th e  plan. 
Including adm in istrative costs. In lieu of  
using actual adm rustraiive costs , an em ­
ployer m ay H eat 7 pcrron l o i th e  p la n s  in­
curred llahtltv Mr b en eid  p aym ents us the  
adm in istrative c o d s  w u .i rcspcrl l.» th e  
Plan. A plan will lie a nnrue.sured plan lo  
Hie ('M int M'O r .'k  under th e  plan la not 
•lu lled  Irom Hie em p loyer  io  an unrelated  
• lord party.

T h e cost of r in e r a e e  tinder th e  plan must 
00 determ ined  in advan ce e l th e  payroll

period and m ust be red eterm in ed  n ot less  
o ften  th a n  on ce every 12 m o n th s. T h e  co st  
o f coverage m u st be red eterm in ed  w h en ever  
th e re  arc sig n ifica n t ch a n g es in  th e  cover­
age provided under th e  p lan  or in  th e  co m ­
p osition  o f  th e  group o f  covered  em p loyees. 
T h e  co st  o f coverage is determ in ed  sep a ra te­
ly  for each  separate p lan  of th e  em ployer. 
C overage o f  a group of em p lo y ees Is a  se p a ­
ra te  p lan  If su ch  coverage d iffers from  th e  
coverage o f  a n oth er  group o f  em p loyees. 
W here th e  actu al co st  o f  coverage can n ot be  
determ ined  in advance, reason ab le  es tim a te s  
o f th e  exp ected  cost o f  coverage are to  be  
used. W here th e  co st o f coverage f lu c tu a tes  
each  year depending on  th e  ex p er ien ce  o f  
th e  em p loyer under th e  plan , r.n average  
annual cost o f coverage w ill be u s;d .

I f  an e s tim a te  is determ in ed  n o t to  be a 
reasonable estim ate , th e  em p loyer  wlU be  
liab le for th e  incom e ta x e s  (a t  th e  m a x i­
m um  rate app licab le to ind iv iduals) and th e  
em p loym en t ta x es (b o th  th e  enir layer's and  
th e  em p loyee's sh a re ) th a t  w ou ld  have b een  
Im posed on  th e  additional am o u n t th a t  
w ould have been  Included In th e  Incom e o f  
em p loyees as ex cess em p loyer  con trib u tion s  
if th e  actual co st o f  coverage hail been  used  
to determ in e th e  am ount o f  ex cess  em p loyer  
contributions.

In th e  case  o f  m ultiem p loy iT  p lan s to  
w hich  an em p loyer m akes con tr ib u tio n s, th e  
m ultiem p loyer plan is to  bn treated  os th e  
em ployer for purposes o f  d eterm in in g  th e  
cost o f coverage and th e  lia b ility  for errors 
in  estim ates o i  th e  cost o f  coverage. Each  
em ployee's ex cess em p loyer  con tr ib u tio n s  
w ill bn determ in ed  based on  th is  co st  o f co v ­
erage. H ow ever, for purposes o f  th e  em p lo y ­
er's o b liga tion s to  w ithh old  from  w ages and  
to pay em p loym en t tax es, th e  am ou n t o f  
ex cess em p loyer  con trib u tion s w ill be co n ­
sidered to  be a  portion  o l ea ch  con trib ution  
m ade by th e  em p loyer to th e  plan . T h e  por­
tion  o f eavh  con trib ution  lo  be treated  as an  
excess em p loyer  -o n tr ib u tlo n  w ill be based  
on th e  ratio o f II >• p lan ’s  e x cess  em p loyer  
con trib ution s per em p lo y ee  per m o n th  to 
th e  total m o n th ly  em p loyer  con trib ution  
per em p loyee.

E ffe c tiv e  d a te
In general, th e  proposal w ould app ly  to  

em ployer con trib u tion s m ade w ith  respect 
lo  payroll periods beginn ing a fter  D ecem ber  
31. 1983. H ow ever, th e  proposal w ill n ot  
apply to  em p loyer  con trib u tion s lo  em p lo y ­
er h ea lth  p lans, th e  am oun ts o f  w h ich  arc  
fixed by a lega lly  b inding con tract en tered  
Into on or tieiore January 31, 1983. u n til th e  
earlier o f January 31. 19110. or th e  first date  
after  January 31 1983 on  w h ich  su ch
am oun ts cease to  be fixed  by th e  con tract.

S . 041 - S ummary or  F iiorosnn M edicare 
Voucher Act or  1983

S ection  1 w ould assign  th e  draft h ill th e  
sh ort t itle  "M edicare V ourher A ct o f 1983".

S ection  2 w ould perm it th e  S ecretary  to  
con tract w ith  lien lth  b en efits  o rgan iza tion s  
(llH O .s) (a broad range o f  h e a lth  Insurers 
and h ea lth  serv ices providers. Including  
h ea lth  m ainten an ce organ izations (H M U s)  
and com p etitive  m edical p lans (CM PM ) to 
provide private a ltern ative  coverage for 
M edicare b en eficiaries (o th e r  th a n  Individ' 
lis ts  su ffer in g  from  end-stnge renal d isease, 
or w ho nre w orking and are tif> years o l age  
or older but under 7i>> who ch o se  lo  p artic i­
pate in su ch  a private plan, S cetio n  2 woo'd  
also en act add ition al iim ennm rnts in  cu r­
rent provisions ol lav, concerned  wilb. M edi­
care con tracts w ith  micu o r c a m /a n o p s  t o —

F-t stilish  a s in g le, coord inated  open  en- 
rn lln ien t period niirtng A ugust and .v p 'c m .  
her ol each V"’ir 'but ullIV lor (h a t num ber  
of row  cnrollt'os. in order nf ap p lication s  
filed, previously  sp ecified  bv no l l l lO ;  and

to en ab le  th e  S-scretary, to th e  e x te n t fea si­
ble. to prr.-vldi! for Individuals w h o m ove  
from  th e  area served b y  one H B O  to  an  area  
served  by a -.other (sim ilar to  th e  system  
used by th e  h ea lth  b en efits  program  for  
F ederal em ployees):

Preclude new  en rollm en ts for  Individuals  
receiv ing on ly  S u p plem en tary  M edical In ­
surance (SM I) benefits;

Preclu d e new  cost-based contracts;
P erm it H B O s to  o ffer  sep arate  b en efit  

packages for em ployer-based groups;
P erm it H BO s to o ffer  one nr m ore b en efit  

packages as lon g  as each  package covered  at 
lea st  th o se  services for w h ich  M edicare pays  
and covered in p atien t hosp ita l serv ices for 
every day of h osr'ta liza tlon . w h ich  b en efit  
levels, co insurance, and deductib les to  be se t  
b y  th e  HBO;

E lim in ate  current requ irem ents as to  p re­
m ium  levels and b enefits, and require on ly  
th a t  th e  average cost-sharing  for th e  por­
tio n  o f b en efits  lo r  w hich  M edicare pays not  
exceed  th e  avera,:» cost-sharing (In c lu d r g  
am ou n ts above th e  M edicare reasonable  
charge) under Medicare:

P erm it H BO s to provide annual reb ates of 
up to  $500 (instend  of charging prem ium s), 
n o t consider th o se  rebates as incom e for 
purposes o f M edicaid. Aid to F am ilies w ith  
D ep en d en t C hildren. S u p p lem en ta l S ecu r ity  
Incom e. Food Stam ps, L ow -tncom e H om e  
E nergy A ssistance, or low -lnoom e h ou sin g  
p rogiam s. and treat th o se  reb ates as Soctn! 
S ecu r ity  b en efits for purposes o f th e  F ed er­
a l Incom e tax  laws; and  

P reem p t provisions o f  S ta te  or  local law  
requiring b en efits m ore ex ten siv e  th a t th o se  
under se c tio n  2.

S ectio n  3 w ould en act con form in g  a m en d ­
m en ts th a t woul I—

R ep eal D ie requ irem ent for th e  S ecreta ry  
to  conduct a stu d y  oi ad d itional b en efits  
th a t  are required under ex istin g  law (b u t  
n ot under th e  provisions o f  section  2): and  

R equire p aym ents to  HHOs Under se c tio n  
2 lo  take Into acrount so rv l'e s  fu rn ish ed  by  
p h ysic ian  a ssistan ts or nurse p ractition ers If 
M edicare w ould pay lor th o se  serv ices w h en  
furn ish ed  by a physicians.

S ec tio n  4 would m ake th e  prov ision s o f  
section  2 applicable to  .services fu rn ish ed  
a lte r  1984. S ection  4 would a lso —

R eta in  th e  transitional provisions en acted  
|r, 1982 w hen C ongress am ended  th e  provi­
sio n s o f  I r w  providing for p aym en ts to  
HM Os;

P erm it any cn ro llce  o f en  11MO or C M P  
a t th e  end of 1984 not nlrendy covered  by  
th o se  earlier  transition  provisions in  c o n t in ­
u e Ills en ro llm en t under th e  p rovision s o f  
law  th e n  current If c ith er  th e  IIM O  or CM.”  
had  a cost-based  contract w ith  th e  S e c r e ­
tary  or If th e  enrolled w as en ro lled  for  
M edicare EM I (bu t not H ospital In su ran ce  
t i l l )  b en efits), u n less th e  S ecreta ry  foun d  
th a t  th e  new provLslons sh o u ld  npply  to  a ll 
m em bers o f an HM O or C M P  becau se o f  a d ­
m in istra tive  co sts  or o th e r  ad m in istra tive  
burdens; and  

A pply th e  provisions o l sec tio n  2 to  enroll- 
e e s  w ho a lso  receive b en efits  tinder M edic­
aid on ly  a fter  th e  S ecretary  finds Ihut It is 
ad m in istratively  feasible.
£j, 642—Sum m ary or  I'coi'oxEn M im cv iie  

C atastik ii-iih : HosriT.u. I ' i i s t  P im ritT ioN  
A c t

S ectio n  I would assign th e  d ra lt bill th e  
short in le  "M edicare t'a ia strn p lu e  H ospital 
C ost I’f-'tcetion  A ct’’.

•JiX’tinn 2 would restructure b en efits  under  
• h e  Mi dirare H ospital Insurance program . 
Cutler current law. M edicate rovers utilv th e  
!.r:,t 90 nays nf a h u sp ita liratiou  during any  
pell nf illness, plus a  lifetime reserve o l no 

■-.liniional days. An in p a tien t h osp ita l de-
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Memorandum

TO: REPRESENTATIVE MAE TISCHER
Chair - House HESS

P ouch  V 
S ta te  C ap ito l  

J u n e a u ,  Alusl .a  99811

FROM: Max Gifford
Administrative Assistant 
Senator John Sackett

Subj: SJR 27 (Sackett) Health Cost Containment Act

The matter of the proposed Health Cost Containment Act 
pending before the U.S. Congress was brought to Senator Sackett's 
attention late last session. It was pointed out that wiiile the 
federal legislation was an effort to hold the line on health care 
costs in the United States, what was being proposed would result 
in roughly $500 to $600 per year in taxable employer health benefit 
contributions for about 13,000 state employees in Alaska. The 
employer contributions would, in part, be nnen as part of the 
employees gross income and subsequently t J accordingly. Of 
particular note for Alaskans was that the uollar limitations were 
based on lower 48 standards thus resulting in higher federal tax 
withholding for Alaskans. Of significance, too, was the claim by 
the proponents that their legislation would reduce health costs.
No evidence was offered that such would be the case in Alaska.

As a result, Senator Sackett introduced SJR-27, opposing 
the Health Cost Containment Tax Act, June 3, 1983. The resolution 
passed the Senate, June 26, 1983, but clearly did not reach the 
House of Representatives in time to be acted upon.

Since that time, I have learned that most experts feel the 
Health Cost Containment Act will not pass the current session of 
Congress. I am told, but withoui letters of substance, that the 
legislative package received less than enthusiastic reception from 
Members in the U.S. Senate and that the Administration has also 
dropped the matter.



Page 2

I understand that other states have voiced their opposition 
to the Cost Containment Act. Senator Sackett agrees that it would 
not hurt to add Alaska's objections to the proposal and would 
welcome favorable action on SJR-27, by the State House of Repre­
sentatives .

Should you have more questions please do not hesitate to 
contact Senator Sackett's office at 465-375,. I will do my best 
to find any information you might need.
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1 gross income) is amended by adding at the end thereof

2 the following new section:
i

8 "*IC . 87. EXCESS EMPLOYES CONTBlBimCNS TO KBA im

4 PLANS.

5 “ (a) Gbnbbal Rule .—
0 "(I) Inclusion in income*—If an employee is

7 covered by an employer health plan at any time during

8 a payroll period and there is an excess employer oco-

9 tribution to such plan with respect to ooverage of the

10 employee during such payroll period, then an amount

11 equal to such excess employer contribution shall be in-

12 eluded in the gross inoome of the employee for such

18 payroll period.

14 "(2) T r e a t m e n t  o p  a m o u n t  ojcludbd .— F or
\

15 purposes of this title, any amount included under para-

16 graph (1) in an employ' >’s gross inoome for a payroll

17 per iod shell be treated as compensation paid to the em-

18 ployee in cash on the earliest date on which any other

19 compensation for such payroll pexSod is paid to the em-

20 ployee or included in the employee’s gross inoome.

21 “(b) IxoBBfi Employee Oohtbibution.—
*• . -  t

22 “(1) In GBNKRAL.—For purposes of thic section,

28 the term ’excess employer contribution’ means, with

24 respect to coverage of an employes during a'payroW

25 period, the excess of— «'



°(A) the (mtsM&sjis made by 'a

‘single employer to one or more plans with rsrpeet 

to coverage of the employe© daring the payroll 

s - period, o w  ••■idvj.OM -M*:.'- •••

"(B) the applicable monthly dollar limit for 

ooverage of such employee multiplied by a frac­

tion, the numerator of which is 12 and the de­

nominator of which is the number of payroll peri­

ods in a calendar year. ‘v

"(2) Special buijs fob multismplotob 
plans.— If an employer makes contributions with re* 

spoct to an employee for a payroll period to a health 

plan whioh is, or is part of, a multiemployer plan, then 

solely for purposes of the employer's obligations under 

subtitle 0, the excess employer contribution shall be 

consider^ to bo an amount equal to the employer’s 

actual contributions to the plan multiplied by a frac­

tion, the numerator of which is the excess employed
. \

contributions, determined aa provided in paragraph 'l)j 

for 1 month with respect to coverage of all employees 

under the plan, and the denominator of whioh is the 

total monthly employer contributions, determined as 

provided in subsection (d), for 1 month with respect to 

coverage of all employees under the plan. For purposes 

of thio paragraph only, the excess employer oontribu-

8



1 tions under the pkn may be determined on the basil of

2 a single cost of ooverQge for both individual and family

8 coverage (as provided in aubaeotion (eXD) and a single

4 monthly dollar limit (aa provided in aubaeotion (cX3)),

8 "(c) Monthly Dollab L im its,—
6 " ( I )  M onthly do llab  lim its fob m e .—The

7 applicable monthly t 'ar limit te; coverage of an em-

8 ployee during any payroll period beginning in calendar

0 year 1334 shall be—

10 “(A) $70 for coverage of an individual em-

11 ployee, or

12 “(B) $175 for coverage of an employee and

18 one or more members of the employee’s family.

14 “(2) Monthly dollab limits fob yhabs

15 aftbb 1984.—The monthly dollar limits for coverage

16 of an employee during any payroll period beginning in

17 a calendar year after 1984 shall be the monthly dollar

18 limit provided in paragraph (1) multiplied by a fraction,

19 the numerator of whioh ii the Omumei Prioe Index

20 for the 12-month poriod ended Juno 80 of the calendar

21 year immediately preceding the calendar year in which

22 the payroll period begins, and tho denominator <l
•

28 whioh is the Consume- Prioe Index for the 12-month

24 period ended June 80,1088. Each monthly dollar limit

25 so determined shall be rounded to the nearest whole

•  M S B



1 M ar. For purposes of this paragraph, foe Cfosssre

9 Prioe Index for & 19-m&tfo period shall mem tlbe

8 average of the Consume? Prioe Indorse for AB Urban

4 Consumers published by the Dvipartaent of Labor for

5 each month in the 12-month period.

$ “(8) JJmOliB MONTHLY DOLLAB luot.—In foe

7 ease of a health plan which is, or is part of, a ranlticm-

8 ployer plan, the multiemployer plan may apply a single
v ■'

9 dollar limit to coverage of all employees under foe plan

10 for purposes of applying the special rule in subsection

11 (bX»7)* The single monthly dollar limit shall be a

12 weighted average determined, in foe manner prescribed

18 by foe Secretary in regulations, based on tfa applicable

14 monthly M ar limits provided in paragraph (1) or (2)

15 and the percentage of employees having each ty ^  of

16 coverage.

17 "(d) Employes Ooptbibutions.-—The employer oon-

18 tributions to any health plan with respect to oover&ge of an

19 employee for a payroll period shall be the w it of coverage of

20 the employee for such payroll period reduced by any oontri-
\ *

.1  butions made by the employee for such coverage.

22 "(e) Cost op Govbbaqb.—

28 "(1) Cost iwb employee.—The oost of oover-

24 age shall be determined separately for individual eovt>

25 age c ud family cwerage under each plan of foe cm-
• •

. 0 f l O »  '
l* x , ,  , . ,
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ploy;;, except that for purposes of applying (he special 

rule in subseotion (b)(2), a single cost of coverage may 

he determined for individual and family coverage. Such 

single cost of ooverage shall be a weighted average de­

termined, in the manner prescribed by the Secretary in 

regulations, based on the cost of coverage for each 

type of coverage separately and the percentage of em­

ployees having eacb type of coverage. The annual cost 

of coverage of an employee shall be determined by di­

viding the aggregate annual cost of providing coverage 

for all employees who are covered under the plan and 

who have the same type of coverage (individual or 

family) as the employee, by the number of suoh em­

ployees, In making such determination, anounts shall 

be taken into account with respect to any employee 

only for periods during whioh such employee is oc ered 

by the plan. The cost of coverage of an employee for a 

payroll period shall be the aumul cost of coverage for 

the employee multiplied by a fraction, the numerator of 

whioh is 1 and the denominator of whioh is the number 

of payroll periods in a calendar year.

“ (2) Time fob  determ ining cost o f  oovbp 
age.—The oost of ooverage under a plan for a payroll 
period shall be determined prior to the beginning of the 
payroll period and shall be redetermined not less often

0



1 than once every 12 months, The cost ol coverage shall

2 be redetermined whenever there are significant changes

8 in coverage 07 in the composition of the group of em-

4 ployees covered.

0 "(8) Determination op cost op coverage,—
»' • ■’ . 1 - .

6 The annual cost of providing coverage under a plan

7 shall be based on the cost to the employer of insurance

8 for any insured coverage under the plan, plus all costs

8 incurred with respect to noninsured coverage under the

10 plan. Where the cost to the employer of insurance ro­

l l  fleets the employer’s prior experience under the plan,

12 an average cost of such insurance, based on premiums

18 for the three immediately preceding years (adjusted to

9 4 reflect changes in the cost of health insurance), may bo
i' • * , *.

15 used. The cost of providing noninsured coverage shall

16 equal the liability incurred for benefit payments under

17 the plan plus all other costs, including administrative

18 costs, incurred with respect to the plan. In lieu of de-
»|i 7 • •

18 termining the actual amount of other costs 'costa other
i

20 than the liability incurred for benefit payments), an em-

21 pioyer may treat an amount equal to 7 percent of the

22 liability incurred for benefit payments aa equal to such

23 other costs. In the case of a health plan that is, or lo

24 part of, a multiemployer plan, the cost of coverage
1 • ! .j

*• » i

< i . X
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.

1 under the plan shall be determined os if the multiem-

2 plover plan were the employer.

8 “ (4) E stimation or costs,-—Where the aotual
4 cost of providing coverage cannot be determined in ad-

5 vanes, the cost of coverage shall be based on a reason-

6 able estimate that takes into account suoh factors as

7 the Secretary may prescribe in regulations.

8 “ (5) E stimate not seasonable,—If the cost

0 of coverage under a plan for any payroll period is do-

10 termined on the basis of estimates, and suoh estimates

.111 ore determined not to be reasonable, then the employer

12 or, in the cose of a plan which is, or is port of, a mul-

18 ^employer; plan, the muldemployer plan shall be liable

14 for the taxes that would have been imposed under this

10 title with respect to all employees on the amount by

10 which the excess employer contribution for each cm*

17 ployeo, determined on the basis of the aotual cost of

18 coverage, exceeds the amount of suoh excess employer

10 contribution, determined on the bools of the estimated

20 cost of coverage, if such excess amount hod becm in-

21 eluded, for the calendar year in whioh the payroll

22 period begins, in the taxable income of each employee

28 end—

0 S M K 9



0 ;

1 "(A) each employee was subject to the mad-

2 mum rate of tan imposed m  individuals under sec­

8 tion 1, •: ^  „• -

4 • “(B) the remuneration of each employee for

5 employment (including such excess) for the calen­

0 dar year did not exceed the oowtributicn and bene­

7 fit base amount for such year (as determined

8
•
under section 280 oi the Social Security Act), and

0 "(0) the remuneration of each employee for• • ’: ..

10 employment (excluding suoh excess) for the calen- ,

11
■ • , j ■■ . .i • '

dar year excc^«d *0,000, 1

12
* ■ j j, ■ , ' . . .

"(6) Amounts not fob kxdmul am *.—Any

18 cost of providing coverage under a plan which is prop­

14 erly allocable to-*- ;' • . •

15 "(A) workmen's oompensaaoa, or v*

16 "(B) a purpose other than the providing of

17
* • ff' ' 1 ‘ f ; i1
medical c&ni, '•<* *»'' \ f •

10
• ’ f

shall not be taken into account in determining the cost

10 of coverage for purposes of this section.

20 "(0  I ndividual OovbbajGB.—-In any case where m
21 employee hie coverage other than Individual coverage and

22 the employee has no spouse or dependent who is actually 

28 covered by reason of the employee's coverage, then the em- 

20 ploj oe must notify the employer (or the multiemployer plan 

28 in the case of a plan whioh lo, or -to part of, a multiemploycr



10
1 plan) of such ta t ,  Suoh an employed shall be treated for all

*

2 purposes under this section as having individual coverage. 

f> "(g) Information Ebpoets by Multibmploxbb

4 Plans,—Each multiempJoyer plan whioh includes an em-

5 ployer health plan with rcspcot to whioh there arc exocss

6 employer contributions for a calendar year must, prior to

7 February 1 of the succeeding calendar year, provide aa infor-

8 m&tion report to each employee with respect to whom contri- 

8 buttons to the plan were made during the oalendar year. Such

10 information report shall inolude the following:

U ■ "(1) The amount of the exoeis employer contribu-

12 tions with reepeot to the employee for such calendar

18 year, and

14 "(2) The amount of employer contributions to the

15 plan that were treated by employers under section

16 87(bH2) m  excess employer contributions included in

17 the gross inoome of the employee.

18 "(h) Liability Fob Ovbbbbthiateq.—No employer 

10 or multiemployer plan shall bo subject to any liability try
t

20 reason of a determination that the cost of coverage deter-

21 mined by the employer or the multiemployer plan exceeded

22 the actual cost of ooverago.

28 "(i) Definitions.—For purposes of this section—

24 "(1) Employes health plan.—The term 'em-

25 ployer health plan' means an arrangement to which the

0 94910
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employer mokes contributions to provide (directly or 

through insurant)?. reimbursement, or otherwise) medi­

cal care for eir;t uyecs end their families in the event 

of personal iqjuiy or sickness. The tons 'employer 

health plan’ does not include any arrangement for the 

provision of medical care for individuals in active serv­

ice in the Armed Forces of the United States or for the 

families of suoh individuals.

“ (2) Separate plans.— .
“(A) D ifferent oovbraob fob sbparatb 

OBOpps.— If a group of one or more , employees 

receives covers^e whioh differs from the coverage 

received by a second group of one or more em­

ployees, each suoh grvup shall be treated as cov­

ered by a separate plan. Individuals whose pri­

mary health insurance ooverage is coverage under 

title XVDI of the Sooial Security Act shall be 

treated as receiving different ooverage from indi­

viduals whose primary health insurance ooverage 

is other than ooverage under title XViU of the 

Social Security Act.

"(B ) Employes determination.— The de­
termination of whether two groups of ono or more 
employees receiving identical coverage shall each 

be treated ao covered by a separate plan shall be



y  : r r v

18

1 made by the employer except as otherwise pro-
»•

2 scribed by the Secretary in regulations.

8 "(8) Emplgtob.—The term ‘employee’ does not

4 include an individual who is an employee within the

6 meaning of section 401(c)(1) (relating to self-employed

6 individuals).'

7 • "(4) Family.—The term ’family* means, with re-

8 speot to an employee, the employee’s spouse and any

9 dependents of the employee. <
. *

10 "(5) Medical cade.—The term ’medical care'

11 has the meaning given suoh term by paragraph (1) of

12 section 218(e). „ 1

18 "(0) Nonxvsubbd coverage.—1Tho term ’nonin-

14 sured ooverage* means any ooverage, the risk of which

16 is not shifted from the employer to an unrelated third
v  • • *.

10 party. All other ooven'ge is insured coverage.
** i • V

17 ‘*(7) Mui/m9MPLOi3B w*4N.—Tbio torn *mul-V

18 tiempioyer plan’ means an employee welfare benefit
'  . i .

10 plan (within the meaning of section 8(1) of tho Em-
t'*

20 ployee Retirement Inoome Security Act of 1074)—

21 "(A) to whioh more than one employer is re-

22 quired to contribute, end : /

28 ’’(B) which in maintained pursuant to ono or

24 more collective bargaining agreement between

B  WO D

’ 4 i  ’ ! *
'



I one or more employee organisations and more

2 than one employer."

8 . “(8) P a y bo ll  pb b io d .— The term 'payroll

4 period’ has the meaning provided such term in section

5 8401(b).

6 “(9) S in o lb  em plo y e r .— The term ’single em­

7 ployer’ shall mean a single employer determined under

8 rules similar to the rules provided by subsections (b),

0 (c), and (m) of section 414.".

10 (2) The table of sections for part D of subchapter

11 B of chapter 1 is amended by adding at the end thereof

12
*• >

the following:
• i "8«e. 87. Rumu employer owurtfcullwu to MRU) ptau.”

18 . (b) E x c lu sio n  pro m  I n com b .— Section 106 is amend-

14 «d by striking the word “Grow” At the beginning thereof and

15 inserting in lieu thereof the words “Except ao .provided in
* \

16 section 87 with respect to excess employe*1 contributions,

17 gross”. ■ ,

18 (c) Employment Tax Amendments— ;

19 (1) Fedshal insurance contributions act
•' i •

i,

20 ,, amendments.—Section 8102 is amended by adding

21 at the end tliereof the following new subsection:

22 “(d) Special Hull For Excess Employee Oontbi- 

28 RUTIONO.—

24 “(1) In the case of exes ia employer contributions

25 (within the meaning of seotkr 07(b)) which constitute



wages, subsection (a) shall be applicable only to the 

extent that oolleotion can be made by the employer, at 

or after the date on which suoh exoeis employer con­

tributions are treated as paid to the employee under 

lection 87(a)(2) and before the close of the 80th day 

following suoh date, by deducting the amount of the 

tax from suoh wages of the employer (excluding excess 

employer contributions, but inoluding funds turned over 

by the employee to the employer pursuant to para­

graph (2)) as are under ooutrol of the employer.

“(2) If the tax imponed by section 8101, with re- 

speot to exoess employer contributions (within the 

meaning of section 87(b)), exorycdi the wsges of the 

employee (exoluding excess employer contributions) 

from whioh the employer is required to collect tho tax 

under paragraph (1), the employee may furnish to the 

employer, on or before the 80th day following the date 

on whioh the excess employer contributions are treated
A *

as paid to the employee under section 67(a)(2), an 

amount of me \ey equal to s ich exoeis.

“(8) If the tax impor t  by section 8101 with re­

spect to exoess employer contributions whioh constitute 

wages exceeds the portion of suoh tax whioh can bo 

collected by tho employer from tho wages of the cm-



1 ployee pursuant to paragraph (1), suoh exoess shall be
2 • paid by the employee/'. ,•
a (2) Railboad Retirement Tax Act Ameni>-
4 ments.—Section 8202 is amended by adding at the
5 end thereof the following new subsection:
6 "(d) Special Rules fob Excess Employee Con-
7 TBIBUTIONB.—
8 "(1) In  the case of excess employer contributions
9 (within the meaning of seotion 87(b)) whioh constitute

10 wages, subsection (a) shall be applicable only to the
11 extent that collection can be made by the employer, at
12 or after the date on whioh such exoess employer con-
13 tributions are treated as paid to this employee under
14 section 87(a)(2) and before the close of the 80th day
15 following suoh date, by deducting the amount of tho
16 tax from such wages of the employee (excluding exoess

« •

17 employer contributions, but including funds turned over
18 by the employee to the employer pursuant to para-
19 graph (2)) as are unde?/ control of tho employer.
20 "(2) I f  the tax imposed by section 8201, with re-
21 sped to excess employer contributions (within tho
22 meaning of section 87(b)), exceeds tho wages of the
28 employee (exoiuding (excess employer contributions)

<

24 from whioh tho employer is required to colled tho tax
25 under paragraph (1), the employee may furnish to tho

<•

s  m  e j  ■• • •'
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1 employer, wa or before the 80th day following tho date

2 on whioh tho exoeis employer contributions are footed
8 m  paid, to fiie employee under section 87(a)(2), an
4 amount of money equal to suoh exoess,

5 "(3) If the tax imposed by section 8201, with re-

6 spect to exoeis employer ©ontributionj whioh constitute

7 wages exceeds the portion of suoh tax whioh nan be

8 collected by the employer from the wages of the em-

9 ployee pursuant to paragraph (1), suoh exoess shall be *

10 paid by the employee/'.

11 (8) Collection op I ncome Tax at Soukcb
12 Amendments.—Section 8402 is amended by adding

18 at the end thereof the following new subsection:
U  "(c) E x ce ss  E m ployee O o n to id u tio n s.—In  the

15 case of exoess employer contributions (within the meaning of

16 seotion 87(b)) whioh constitute wages, subsection (a) shall bo

17 applicable only to the extent that tho tax can bo deducted and

18 withheld by the employer, at or after the date on whioh suoh

19 exoess employer contributions arc treated as paid to the em-

20 ployee under seotion 87(a)(2) and before the close of the col-

21 endar year in whioh suoh date occurs, from suoh wageo of tho
i

22 employee (oxcluding excess employer contributions, but in- 

28 eluding funds turned over by tho employee to the employer

24 for tho purpose of such deduction and withholding) aa are

25 under the control of tho employer. Suoh tas shall not at any

16
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1 time be deducted and withheld in an amount which exceed*

2 the aggregate of luch wages and funds (in c lu d in g  fundi 

8 turned oyer under seotion 8102(d)(2) or seotion 8202(d)(2))

4 minus any tax required by seotion 8102(a) or seotion 8202(a)

5 to be collected from such wages and funds/',

0 (4) General bulb.—Chapter 25 (relating to

7 general provisions relating to employment taxes) is

8 amended by adding at the end thereof the following

9 new seotion:

10 “SBC. a m  THBATHr.fr OF EXCESS EMPLOYER CONHUBU*

11 TIONS;
1

12 “(a) For purposes of this subtitle, any amount required

18 to be included in the gross inoome of an employee under seo-

14 tion 87(c) shall not be treated as a payment under a plan or

15 system established by the employer on account of tu&neis or

16 accident disability or medical or hospitalisation expenses in

17 connection with sickness or accident disability.

18 “(b) In tho oase of an employer who makes contribu-

19 tions to a health plan that is, or is pfit of, a multiemployer

20 plan, then the amount of the exoess employs? ssnir&utkm for

21 purposes of the employer's liabilities and obligations under

22 sections 8102, 8111, 8202, £221, 8801, and 8401 shall bo 

28 tho amount determined under section 87(b)(2).”.



(2) Clerical amendment.— The table of sec­

tions for chapter 25 is amended by adding at the end 

thereof the following new item;

“Sm. 8508, Tmtowt of m u  m flo jtt oootritottas.”.

(o) E ffhottvb Datob.—
(1) I n obnbbal.—Except aa provided m para­

graphs (2) and (8), the amendments made by this seo­

tion shall apply to payroll periods beginning after De­

cember 31, 1088, in taxable years ending after suoh 

date.

(2) E mployment taxes.—The amendments 

made by subseotion (o) shall take effect January 1,

t9£U.

(8, LEGALLY binding CONTRACTS.—The amend­

ments made by this seotion shall not apply with respect 

to employer contributions to an employer health plan, 

the amounts of whioh are fixed by the terms of a legal­

ly binding contract in effect on January 81, 1988, 

prior to the earlier of January 81, 1980, or the first 

date on whioh the amounts of suoh employor contribu­

tions cease to be fixed by the terms of suoh a contract. 

For purposes of this paragraph the amounts of employ­

er contributions oeaso to be fixed by tho forms of a 

contract on the earliest of the date the contract termi­

nates, the date the oontraot is extended, the dote the 

contract is reopened or renegotiated, the date any

•ISIS
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terms ol the oontraet are altered, amended, or other­

wise changed, or the date any party to the oontraet 

has a right to tenwjmate either the entire contract or 

that portion ol the contract relating to the employer 

health rlf^, o


