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To amend the. Internal Revenue Code of 1886 to impose an additional occupation- 
al ttur on manufacturers and importers of ciggretbs and to provide that the 
mounts collected under this tax be used to reimburse the medicare and 
medicaid programs for providing care and treatment for smoking-related 
cancers, circulatory syatem diseases, and respiratory system diseases. 

IN THE HOUSE OF REPRESENTATIVES 

Auoua~ 2, 1990 

Mr. STARK (tor himsclf, Mr. Duxsm, Mr. WITITTAKER, Mr. AXDREWR, Mrs. 
BCIXER, Mrs. COLLINS, Mr. UALCE, Mr. NIELBON of Utah, and Mr. 
BATES) introduced the Iollowinp bill: which was referred jointly to the Com- 
mittees on Ways and Means and Energy and Commerce 

A BILL 
To amend the Internal Revenue Code of 1986 to impose an 

additional occupational tax on manufacturers and importers 
of cigarettes and t o  provide t.hat. the amounts collected 

under this tax he used to reimburse the medicare and 

medicaid programs for providing care and treatment for 

smoking-related cancers, circulatory system diseases, and 

respiratory system diseases. 

1 Be it enacted by the Senate and House of Represents- 

2 tives of the United States of America in Congress msembled, 



I SECTION 1. SIIORT TITLE. 

2 This Act may be cited as the "Medicare-Medicaid 

3 Reimbursement Act of 1940". 

4 SEC, 2, IMPOSITION OF ADDITIONAL TAX ON MANUFACTUR- 

5 E W  AND IMPORTERS OF CIGAREmS. 

6 (a) IN f l~rm~f i . -Subchapter  D of chapter 52 of the 

Internal Revenue Code of 1986 is amended by adding at the 

end thereof the follorvirlg new section: 

'SEC. 5732. ADDITIONAL TAX ON MANUFACTURERS AND IM- 

PORTXRS OF CIGARETTES. 

"(a) GENERAL RULE .-There is hereby imposed, for 

each calendar year, on each person engaged in business as a 

manufacturer or importer of cigarettes during the preceding 

calendar year, a tax equal to- 

"(1) the amount of smoking-related medical costs 

(as determined under subsection h)), multiplied by 

"(2) the percedtage (AS dctcmined by the Secre- 

tary) of the total amount of cigarettes sold during the 

preceding yect for consumption in the United Stntes 

which were manufactured or imported by such person. 

"(b) SMOKING-RELATED MEDICAL COSTS.- 

"(I) PERIOD BEGINNING AFTER DECEMBEE 3 1, 

iaa6.-With respect to  the 3-year period beginning 

after December 3 1, 1990, the smoking-related medical 

costs sllsll be $4,200,000,000 fur  cnch year in such 

pcriod. 
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"(2) PEBTUD BEGINNING AFTER DECEMBER 31,  

1993.-?Vith respect to each 3-year period beginning 

after Decelrlber 3 1, 1993, the smoking-related medical 

costs for each year in any such period shall be the 

arnount determined by the Secretary, after consultation 

with the Secretary of Health and Human Services, to 

be equal to- 

"(A) the average annual amount estimated to 

have been expended for the care and treatment of 

smoking-related cancers, circdstory system 15s- 

eases, and respiratory diseases under parts A and 

B of title XTUI of the Social Security Act; and 

"(3) the average annual amount of estimated 

Federal expenditures under title XM of the 

Socid Security Act for such cancers and diseases; 

during the three years preceding the ~ e r i o d  for which 

the determination is being made under this paragraph. 

"{c) PAY~IEXT OF TAX,-The tax imposed under this 

section shall be paid in 3 equal installrncnts on the follon7ing 

dates: 

"(1) April 15 of the calendar year for which the 

tax is imposed; 

"(2) June 15 of the calendar year for which the 

tax is imposed; 



1 "(3) September 15 of the cdendar year for which 

2 the tax is imposed; and 

3 "(4) December 15 of the calendar ycar for which 

4 the tax is imposed. 
I 

5 "(d) ACOELEBATION OF PAYMENTS.--If the t q s y e r  

6 does not pay any installment under this section on or before 

7 the date prescribed for its payment, the whole of the unpaid 

8 tax shall be paid upon notice and demand from the Secretary. 

9 "(e) ADDITIONAL TAX.--The tax imposed under this 

10 section shall be in addition to any other tax imposed under 

11 this chapter.". 

12 Ib) CLERICAL A M E N D I ~ N T , - T ~ B  table of sections for 

13 subchapt,ar D of chapter 52 of such Code is amended by 

14 adding at the end the following new item: 

"Sec. 5732, Additiond tax on manufacturers and imprtara n! rig&+ 
rettes.". 

15 (c) EFFECTIVE D A T E . - T ~ ~  amendments made by this 

16 section shall take effect on January 1, 1991, 

17 SEC. 3. APPLICATION OF INCREASED CIGARE'PTE TAX REVE- 

18 NUES TO MEDICARE AND MEDICAID PRO. 

19 GRAMS. 

21 HOSPITAL INBURXNCE TRUST m . - S e c t i o n  1817 of the 

22 Social Security Act (42 U.S.C. 139Si(a)) is amended by 

23 adding at the end the following new subsectiori- 
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1 "&I There are hereby appropriated to the Trust Fund 

2 for each calendar year beginning with calendar year 1991, 

3 out of any moneys in the Treasury not athemrise appropri- 

4 ated, amounts equivalent to- 

5 "(1) in the case of calendar years 1991, 1992, 

8 and 1883, 82,100,000,000 for each such year; and 

7 " (2 )  in the case of calendar year 1994 and each 

8 calendar year thereafter, a percentage (as determined 

9 by the Secretary) of the taxes imposed by section 5732 

10 of the Internal Revawe Code of 1986 which repre- 

sents the percentage of the total smoking-related medi- 

cal costs (as determined under section 57321333 of such 

Code) which are allocable to  the Federal Hospital In- 

surance Trust Fund In making determinations under 

subsection (b)12)(A) of such section. 

The amounts appropriated by the preceding sentence shall be 

transferred from time to time from the fund in the 

Treasury to  the Trust f i n d ,  such amounts to  be determined 

19 on the basis OF estimates by the Secretar~ of the Treasury d 

20 the taxes, specified in the preceding sentence, paid to or de- 

21 posited into the Treasury, Proper adjustments shall bs made 

22 in amounts subsequently transferred to the extent prior esti- 

23 rnates were in excess of or were less than the taxas specified 

24 in the preceding sentence.". 



3 Section 1844 of the Social Security Act (42 U.8.C. 13951~) 

4 is mended by adding at the end the following new sub- 

5 section: 

6 "(c)(l) There are hereby appropriated to the F~deral 

7 Supplementary Medical Insurance Trust Fund for each calen- 

8 dar year bcgiining with calendar year 1991, nnt of any 

9 moneys in the Treasury not otherwise appropriated, mounts 

10 equivalent to- 

11 "(A) in the case of calendar years 1991, 1992, 

12 and 1993, $1,400,000,000 for each such year; and 

15 "(B) in the case of calendar year 1994 and each 

14 calendar year thereaft,er, a percentage (as determined 

15 by the Secretary) of the taxes imposed by section 5732 

16 of the Internal Revenue Code of 1986 which repre- 

17 sents the percentage cf the total smoking-related medi- 

18 cal costs (us determined under section 5732b) of such 

19 Code) r ~ h i c l l  arc allocable to the Federal Supplementa- 

20 ry Medical Insurance Trust Fund in making determins- 

2 1 tions under subsection (b)(2)(A) of such section. 

22 "(2) The amounts appropriated by paragraph (1) shall 

23 be transferred from time to  time from the general fund in the 

24 Treasury t o  the Trust Fund, such amounts to be determined 

25 on thtl hRais n! egti!!i2tgg by the S~cretnry nf tkc T r ~ z ~ ! i r v  ~f 



1 the taxes, specified in paragraph (11, paid to or deposited into 

2 the Treasury. Proper adjust.ments shall be made in amounts 

3 subsequently transferred to the extent prior estimates were in 

4 excess of or were less than the taxes specified in paragraph 

5 (I).", 

6 (c) PORTION OF INCREASE IN R E Y E ~ S  TO MEDIC- 

7  AT^.-There is authorized to be appropriated to make Feder- 

8 al expenditures under title XIX of the Social Security Act, in 

9 addition to  any other authorization of ctppropriation made for 

10 such purposes by any other law, for each calendar year be- 

11 ginning with calendar year 1991- 

12 (1) in the case of calendar y e a r ~  1991, 1992, and 

13 1993, $700,000,000 for each such year; and 

14 (2) in the case of calendar year 1994 and each 
-.1--_1-- - - - - -  LL _ - _ _  ?L-- La-- t -*  l-L--!--J calerluar year Lrlaraalwr, s per -~e l~~age  [as u ~ ~ ~ r s l u l l ~ u  

by thc Secretary) of the taxes imposed under section 

5732 of the Internal Revenue Code of 1986 which 

represent& the percentage of total smoking-rclnted 

medies1 costs (as determined under section 57321b) of 

such Code) which are allocable to Federal expenditures 

under title XIX of the Social Security Act in making 

determinations under subsection @)(2)@) of such 

section. 
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