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Senate

The Senate was not in session today. Its next meeting will be held on Monday, September 28, 1998, at 12 noon.

House of Representatives

The House met at 9 a.m.

The Reverend Dr. Ronald F. Chris-
tian, Director of Lutheran Social Serv-
ice, Northern Virginia, Fairfax, Vir-
ginia, offered the following prayer:

Oh God,

You frustrate the work of the wicked
and You give peace to seekers of right-
eousness.

The pursuits of the selfish You
thwart, and the desires of the greedy
You crush.

We know, oh God, that mercy is Your
primary work and that justice is Your
constant demand.

So, we pray this day,

Let no choice nor decision of ours be
made without the thoughtful concern
for the widow, the orphan, and the
stranger among us.

Let our earnest petition this day be
for compassionate hearts towards all
those who suffer from the ravages of
disease or despair.

Oh God, with confidence in Your
abundant grace, with certainty in Your
steadfast love, with joy in Your con-
stant mercy, and with assurance in
Your powerful shalom

May our work this day be truly that
of Yours; walking humbly, doing good,
and seeking right.

We ask Your blessing and bene-
diction, Oh God, on our day and our
deeds.

Amen.

THE JOURNAL
The SPEAKER. The Chair has exam-
ined the Journal of the last day’s pro-
ceedings and announces to the House
his approval thereof.

SATURDAY, SEPTEMBER 26, 1998

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

Mr. LATHAM. Mr. Speaker, pursuant
to clause 1, rule I, I demand a vote on
agreeing to the Speaker’s approval of
the Journal.

The SPEAKER. The question is on
the Chair’s approval of the Journal.

The question was taken; and the
Speaker announced that the ayes ap-
peared to have it.

Mr. LATHAM. Mr. Speaker, | object
to the vote on the ground that a
quorum is not present and make the
point of order that a quorum is not
present.

The SPEAKER. Evidently a quorum
is not present.

The Sergeant at Arms will notify ab-
sent Members.

The vote was taken by electronic de-
vice, and there were—yeas 334, nays 50,
answered ‘“‘present’” 2, not voting 48, as
follows:

[Roll No. 467]
YEAS—334

Abercrombie Bilirakis Calvert
Ackerman Bishop Camp
Allen Blagojevich Campbell
Andrews Bliley Canady
Archer Blumenauer Cannon
Armey Blunt Capps
Bachus Boehlert Cardin
Baesler Boehner Carson
Baker Bonilla Castle
Baldacci Bono Chabot
Ballenger Boswell Chambliss
Barcia Boucher Chenoweth
Barr Boyd Christensen
Barrett (NE) Brady (TX) Clayton
Barrett (WI) Brown (OH) Coble
Bartlett Bryant Collins
Bass Bunning Combest
Bereuter Burr Condit
Berry Buyer Conyers

Cook
Cooksey
Costello
Coyne
Cramer
Cubin
Cummings
Cunningham
Danner
Davis (FL)
Davis (IL)
Davis (VA)
Deal
DeGette
Delahunt
DeLauro
DelLay
Deutsch
Dickey
Dicks
Dingell
Dixon
Doggett
Dooley
Doolittle
Dreier
Duncan
Dunn
Edwards
Ehlers
Ehrlich
Emerson
Engel
Eshoo
Etheridge
Evans
Everett
Ewing
Farr
Fawell
Foley
Forbes
Ford
Fossella
Frank (MA)
Franks (NJ)
Frelinghuysen
Frost
Gallegly
Ganske
Gejdenson
Gekas
Gilchrest

Gillmor
Gilman
Goode
Goodlatte
Goodling
Gordon
Graham
Granger
Greenwood
Hall (OH)
Hall (TX)
Hamilton
Hansen
Hastert
Hastings (FL)
Hastings (WA)
Hayworth
Hefner
Herger
Hill
Hilleary
Hinojosa
Hobson
Holden
Hooley
Horn
Hostettler
Houghton
Hoyer
Hunter
Hutchinson
Hyde
Inglis
Istook
Jackson (IL)
Jackson-Lee
(TX)
Jefferson
Jenkins
John
Johnson (CT)
Johnson (WI)
Johnson, Sam
Kanjorski
Kelly
Kennedy (MA)
Kennedy (RI)
Kildee
Kilpatrick
Kim
Kind (WI)
King (NY)
Kingston

Kleczka
Klug
Knollenberg
Kolbe
LaHood
Lampson
Lantos
Largent
Latham
LaTourette
Lazio
Leach
Lee
Levin
Lewis (CA)
Lewis (KY)
Linder
Livingston
Lofgren
Lowey
Lucas
Luther
Maloney (NY)
Manton
Manzullo
Markey
Mascara
Matsui
McCarthy (MO)
McCarthy (NY)
McCollum
McGovern
McHale
McHugh
Mclnnis
Mclntosh
Mclintyre
McKeon
McKinney
Meehan
Meek (FL)
Meeks (NY)
Menendez
Metcalf
Mica
Millender-
McDonald
Miller (CA)
Miller (FL)
Minge
Mink
Moakley
Mollohan

O This symbol represents the time of day during the House proceedings, e.g., O 1407 is 2:07 p.m.
Matter set in this typeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor.
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Moran (VA) Rodriguez Souder
Murtha Roemer Spence
Myrick Rohrabacher Spratt
Nadler Ros-Lehtinen Stabenow
Neal Rothman Stark
Nethercutt Roukema Stearns
Neumann Roybal-Allard Stenholm
Ney Royce Stokes
Northup Rush Strickland
Norwood Ryun Stump
Nussle Salmon Sununu
Obey Sanchez Talent
Ortiz Sanders Tanner
Owens Sandlin Tauscher
Oxley Sanford Taylor (NC)
Packard Sawyer Thomas
Pallone Scarborough Thornberry
Pappas Schumer Thune
Parker Scott Thurman
Pascrell Sensenbrenner Tierney
Pastor Serrano Torres
Paul Sessions Traficant
Paxon Shadegg Turner
Pease Shaw Upton
Peterson (MN) Shays Vento
Peterson (PA) Sherman Walsh
Petri Shimkus Wamp
Pitts Shuster Watkins
Pombo Sisisky Watt (NC)
Pomeroy Skaggs Watts (OK)
Portman Skeen Weldon (FL)
Price (NC) Skelton Weldon (PA)
Quinn Smith (NJ) Wexler
Radanovich Smith (OR) Weygand
Rahall Smith (TX) White
Rangel Smith, Adam Wilson
Redmond Smith, Linda Wise
Regula Snowbarger Wolf
Riley Snyder Woolsey
Rivers Solomon Wynn
NAYS—50

Aderholt Gutknecht Moran (KS)
Becerra Hefley Oberstar
Bonior Hilliard Pickett
Borski Hinchey Poshard
Brady (PA) Hoekstra Ramstad
Brown (CA) Hulshof Rogan
Clay Johnson, E. B. Sabo
Clyburn Jones Schaffer, Bob
DeFazio Klink Slaughter
English Kucinich Stupak
Ensign LaFalce Thompson
Fattah Lewis (GA) Velazquez
Filner Lipinski Waters
Fox LoBiondo Weller
Gibbons Maloney (CT) Whitfield
Green McDermott Wicker
Gutierrez McNulty

ANSWERED “‘PRESENT”—2
Reyes Smith (MI)

NOT VOTING—48
Barton Fowler Pickering
Bateman Furse Porter
Bentsen Gephardt Pryce (OH)
Berman Gonzalez Riggs
Bilbray Goss Rogers
Brown (FL) Harman Saxton
Burton Kaptur Schaefer, Dan
Callahan Kasich Tauzin
Clement Kennelly Taylor (MS)
Coburn Martinez Tiahrt
Cox McCrery Towns
Crane McDade Visclosky
Crapo Morella Waxman
Diaz-Balart Olver Yates
Doyle Payne Young (AK)
Fazio Pelosi Young (FL)
0 0928

So the Journal was approved.
The result of the vote was announced
as above recorded.

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore (Mr.
THORNBERRY). Will the gentleman from
New York (Mr. SoLomoN) come forward
and lead the House in the Pledge of Al-
legiance.

Mr. SOLOMON led the Pledge of Alle-
giance as follows:
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I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. The
Chair will entertain one-minutes after
legislative business has been com-
pleted.

REMOVAL OF NAME OF MEMBER
AS COSPONSOR OF H.R. 59

Mr. STOKES. Mr. Speaker, | ask
unanimous consent to remove my
name as a cosponsor of H.R. 59.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Ohio?

There was no objection.

TAXPAYER RELIEF ACT OF 1998

The SPEAKER pro tempore. The un-
finished business is the further consid-
eration of the bill (H.R. 4579) to provide
tax relief for individuals, families, and
farming and other small businesses, to
provide tax incentives for education, to
extend certain expiring provisions, and
for other purposes.

The Clerk read the title of the bill.

The SPEAKER pro tempore. When
proceedings were postponed on Friday,
September 25, 1998, 30 minutes of de-
bate remained on the bill.

Pursuant to the order of the House of
that day, the gentleman from Texas
(Mr. ARCHER) and the gentleman from
New York (Mr. RANGEL), each have 15
minutes of debate remaining on the
bill.

The Chair recognizes the gentleman
from Texas (Mr. ARCHER).

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from Virginia (Mr. BLILEY),
respected chairman of the Committee
on Commerce.

(Mr. BLILEY asked and was given
permission to revise and extend his re-
marks.)

Mr. BLILEY. Mr. Speaker, | rise in
support of the legislation.

Mr. Speaker, today we vote to address a
simple question: Whether we are going to let
our constitutents keep more of their hard
earned money or whether this money will go
to the Federal bureaucrats and to additional
Clinton big government programs. While some
of my Democratic colleagues on the other side
of the aisle may struggle with this question, to
me, the answer is crystal clear. Americans de-
serve to keep more of what they earn. Ameri-
cans deserve a tax cut now.

The Taxpayer Relief Act will let Americans
who go to work everyday to keep more and
save more of what they earn. Under this legis-
lation, Americans will see Congress return 80
billion dollars of the people’s money to the
people who earned it.

At the same time, the responsible legislation
we passed yesterday upholds Congress’ duty
to preserve and protect Social Security by set-
ting aside 90 percent of the budget surplus—
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approximately 1.4 trillion dollars—to save So-
cial Security.

Mr. Speaker, the Taxpayer Relief Act is
even-handed and responsible, providing tax
relief to a broad range of Americans.

For example, middle income Americans will
see relief from one of the most unfair and ill
conceived taxes—the marriage penalty tax. In
my home state, nearly 1.2 million Virginians
will see an average of 243 dollars per person
returned to them as a result of relief from the
marriage penalty tax. That is 243 dollars which
the government had penalized them—simply
for living in wedlock—before the passage of
this act.

The Taxpayer Relief Act also gives the self-
employed something which everyone agrees
is needed—affordable health care. Self-em-
ployed workers, including farmers, may decuct
100 percent of their health care costs under
this legislation. In the end, this will be good for
the strength of American business and good
for the health of American families.

Upon passage of this legislation, Virginians
will receive approximately 617 dollars per tax
filer. $617 of their money. $617 to spend on
food, $617 to save for the future, or $617 to
put toward their children’s education.

Mr. Speaker, this is their money. Americans
deserve a tax cut and | urge my colleagues to
support the Taxpayer Relief Act.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Texas
(Mr. SAM JOHNSON), one of America’s
great heroes, a member of the Commit-
tee on Ways and Means.

(Mr. SAM JOHNSON of Texas asked
and was given permission to revise and
extend his remarks.)

Mr. SAM JOHNSON of Texas. Mr.
Speaker, Americans are tired of being
overtaxed just for being married, for
staying healthy, for saving, for start-
ing their own business or for producing
food at our tables. | agree, the govern-
ment has no right to take so much
from hard-working people. That is why
this bill is so important. It returns $80
billion to the rightful owners, the
American people.

This bill gives 48 million taxpayers
relief from the marriage penalty. Mil-
lions of families will not be taxed on
their savings. Farmers and the self-em-
ployed will be able to deduct 100 per-
cent of their health insurance costs.
Seniors can continue to lead produc-
tive lives without being penalized and,
guess what, several tax forms are going
to be eliminated.

The Democrats are wrong in this in-
stance. They say these very people that
do not deserve any of the surplus that
you, the American people, created.
Democrats say government should
keep it and spend it to create new gov-
ernment programs. It is time to reward
the American taxpayers. The truth
must be told and scare tactics need to
end.

Social Security will be protected.
Americans want, need and deserve tax
relief. After all, it is their own money.

Let us give some of it back to them.

Mr. RANGEL. Mr. Speaker, 1 yield
myself such time as | may consume.

I want to set an atmosphere here.
Yesterday, the President of the United
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States charged this Congress with
being a do-nothing Congress. | would
like to set the record straight because,
clearly, the President was unaware
that it was this Congress that changed
the name of the Washington National
Airport to the Ronald Reagan Airport.
The President was probably unaware of
the fact that this Congress has deep-
sixed the Internal Revenue Code in the
year 2002. The Congress also, for edu-
cation, made it possible for poor folks
to save $2,000 and not pay interest on it
for education. And, even now, the Con-
gress is picking up some good, sound
Democratic tax cut provisions. Unfor-
tunately, they are raiding the Social
Security trust fund, but at least they
are half right in the direction in which
they are going.

So | just want to say that if we can
find some way to pay for these tax
cuts, we might be able to come to-
gether even on this floor.

Now, some Republicans have signs
that they pull up from time to time,
and | do not think we ought to see this
sign anymore, which says that Ms.
Chesser, from the Social Security Com-
mission, said that this tax cut would
not affect the Social Security fund.

Let me tell my colleagues, no Repub-
lican or Democrat is going to pull that
sign up again today. Because Ms.
Chesser said that she answered no, but
then she concluded her remarks in a
letter that she sent here, which is in
the transcript which the gentleman
from Texas (Mr. ARCHER) and | picked
up on CNN during her testimony. So
the gentleman from Texas (Mr. AR-
CHER) went to CNN. We went to CNN,
and we got her full remarks.

And so she concludes by saying then,
as now, ‘“The fact that the Federal
Government has produced a surplus for
the first time in generations provides a
unique opportunity to solve Social Se-
curity’s long-term shortfall. Until
long-term solvency is resolved, drain-
ing away any part of the surplus would
negatively impact our chance to find a
bipartisan solution to Social Security’s
long-term outlook.”

That does not mean that you should
not raid the Social Security fund be-
cause you may think that what you are
doing for election time is more impor-
tant than the solvency, the long-term
solvency of the fund. But having said
that, and recognizing that you also
raised fast track, | hope that maybe we
can get together and see whether we
can agree on something so that the
President does not allow us to go into
this election mode saying that we did
not do anything. We have done a lot of
things. Some of them were dumb, but
we still have time to work together in
a bipartisan way to see whether we can
give a tax cut but pay for it rather
than use the Social Security trust

fund.

Mr. Speaker, | yield 3 minutes to the
gentleman from Maryland (Mr.
CARDIN).

(Mr. CARDIN asked and was given
permission to revise and extend his re-
marks.)
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Mr. CARDIN. Mr. Speaker, first, let
me compliment the chairman of the
Committee on Ways and Means for
bringing out a bill that its provisions
on tax relief are very good. The mar-
riage penalty relief is a good provision.
The extenders of our expiring tax pro-
visions, that is very good to help small
investors. | agree with all those provi-
sions. | think most of the Members of
this body agree with those changes.

The problem is that the budget defi-
cit next year, excluding Social Secu-
rity, will be $37 billion. We do not have
a surplus.

If we pass this bill, the budget deficit
will be $44 billion, adding to the deficit
on budget, if we do not count Social
Security. The year after, the budget
deficit is projected to be $46 billion.
With this bill, it will be $65 billion. The
year after, it is projected to be a $45
billion deficit. And with this bill, it
will be a $63 billion deficit. We are add-
ing to the deficit of this country. We
are not paying for the tax bill. We are
raiding Social Security.

That is wrong. This bill will be ve-
toed if it is passed in its current form.
It cannot become law. The votes are
not here to do that. Thank goodness.

The reason is quite simple. We know
that the passage of this bill will make
solving the Social Security problem
more difficult, plain and simple. With-
out Social Security, we have no sur-
plus, pure and simple.

But there is a way that we can get
these good provisions enacted into law
and help the taxpayers of this country.
We have the Rangel substitute that we
will have an opportunity to vote for a
little bit later. I hope my colleagues
will keep this issue alive. Support the
Rangel substitute. Let us work to-
gether and figure out a way that we
can pay for these very worthwhile tax
provisions so that they can become law
without raiding Social Security.

Let us work together in a bipartisan
way so that we can really help the tax-
payers of this country and we can pre-
serve our Social Security system. It
can only work if we work together in a
bipartisan way.

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from lowa (Mr. NUSSLE).

(Mr. NUSSLE asked and was given
permission to revise and extend his re-
marks.)

Mr. NUSSLE. Mr. Speaker, | rise in
support of the tax bill.

Mr. Speaker, | rise today in support of
Chairman ARCHER's plan to deposit the budget
surplus into a special Treasury account to
save Social Security, while returning a small
portion of future surpluses to the hard-working
taxpayers to whom it belongs.

The current budget surplus is the result of
hard work and hard decisions. As a result, this
year we made a historic net down payment of
$84 billion on the national debt, and now we
are now in a position to begin repaying the
Social Security Trust Fund from years of con-
gressional borrowing. However, there is cur-
rently little protection to ensure that surplus
funds go to Social Security and are not used
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for increased government spending. Passage
of this bill is the first important step towards
preventing further looting of the Trust Fund
and shoring up the Social Security system be-
fore the baby boom generation’s retirement.

Additionally, 1 commend the efforts in this
bill to provide tax relief to those who need it
most. America’s farmers are experiencing eco-
nomic hardships from low commodity and live-
stock prices due, in part, to decreased exports
caused by the world financial crisis. The tax
bill we are considering will provide relief for
farmers in the form of permanent income aver-
aging, increasing the net operating loss
carryback period and clarifying the rules for
taxing market transition payments.

America’s families desperately need to keep
more of what they make. They will receive this
tax relief in the form of eliminating the mar-
riage penalty tax, and allowing them to avoid
taxes on a portion of interest and dividend in-
come they receive. Small business owners
need tax relief to defray the costs of their
health insurance, which is also included in this
bill.

The United States is currently enjoying the
first balanced budget in 30 years. A feat that
has not been accomplished since Neil Arm-
strong walked on the moon. This achievement
would not have been possible without the sac-
rifices the American people have made over
the past decade, when they have paid a high-
er percentage in taxes than at anytime since
World War II. It is right and fitting that the
Committee and the Congress return a portion
of their taxes to farmers, families and small
businesses. | remind our Members that Dep-
uty Commissioner Judy Chesser from the So-
cial Security Administration testified that this
plan will not negatively impact the Social Se-
curity Trust Fund.

Mr. Speaker, | want to preserve Social Se-
curity for those in my grandmothers’ genera-
tion, those in my parents’ generation, those in
my generation and those in my childrens’ gen-
eration. | fear that if we don't take this step to
protect surplus money for Social Security,
Congress will do what it has done so many
times before and spend the surplus money
away little by little on what may seem like
good policies. This legislation protects Social
Security in a responsible manner, and | urge
every member of this body to support it.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Ari-
zona (Mr. HAYWORTH), a respected
member of the Committee on Ways and
Means.

Mr. HAYWORTH. Mr. Speaker, |
thank my colleague, the chairman of
the Committee on Ways and Means
from Texas, for this time.

It has been very enlightening already
this morning. Already this morning,
twice, we have heard the term ‘‘raid,”
“raiding”” the Social Security fund.
How enlightening. How enlightening
for my colleagues on the left to employ
and embrace wholeheartedly the poli-
tics of fear.

Congratulations, Mr. Speaker, to my
colleagues on the left who will do any-
thing and everything to stand in the
way of the American people and the
chance for working Americans to hold
on to more of their hard-earned money.
That is what we are seeing here today.
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But moreover, Mr. Speaker, it is very
interesting. They cite arguments from
the President of the United States.
They cite arguments of what they
would call responsible tax cuts. And we
are aware, in the current climate in
Washington, D.C., that definitions can
change in a nanosecond. But to follow
their logic, last year when they joined
us on tax relief and tax cuts that were
long overdue, they did so in a climate
of deficit. And now here we have the
hope and the policies of surplus.

And, yesterday, Mr. Speaker, we set
aside $1.4 trillion to supplement Social
Security, $1.4 trillion, when the left
had set aside nothing over 40 years of
control. And here we stand today,
standing up for working families by
providing relief from the marriage pen-
alty; standing up for the self-employed
by giving them deductibility of their
health insurance costs; standing up for
seniors by relaxing some of the limits
on their ability to earn money past the
age of retirement.

The answer is clear, Mr. Speaker:
Stand with the majority for tax relief.
That is the truth.

Mr. RANGEL. Mr. Speaker, | yield 3
minutes to the gentleman from Massa-
chusetts (Mr. NEAL).

(Mr. NEAL of Massachusetts asked
and was given permission to revise and
extend his remarks.)

Mr. NEAL of Massachusetts. Mr.
Speaker, let me try to clear up what
was just stated by the gentleman from
Arizona. This is as clear and concise an
argument as | have witnessed in the
House of Representatives during the 10
years that | have been here. We are
being told by the Republican majority
that the best way to save Social Secu-
rity is to take 10 percent of it for tax
cuts.
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That as | stated yesterday was not
only a misguided vote, it was Orwellian
philosophy, that the best way to save
Social Security is to take 10 percent of
it out six weeks before the national
elections and provide a tax cut that no-
body in Washington believes is ever
going to happen. And we are accused of
demagoguing the issue.

There are many seductive proposals
in this tax bill, most of them Demo-
cratic proposals that we would gladly
vote for. You talk about a turn of
events, the Democrats standing up for
fiscal responsibility and saying, ‘‘Save
Social Security first.”

My friend from Arizona said that this
is about politics. Now, who among us
in America today would measure that
argument when we are offering here in
this proposal tax cuts six weeks before
an election?

We had from January to discuss
these things. But on the eve of the na-
tional election, we are going to talk
about $80 billion worth of tax cuts, we
are not going to talk about saving So-
cial Security first, and the argument
the Democratic minority makes today
is simply this: Do not touch the Social
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Security trust fund until we decide
that we have permanently fixed this
issue for the American people.

Mr. Roosevelt offered a contract with
the American people in 1935. We stand
with it today. We are witnessing here
the slow erosion of the Social Security
surplus for the purpose of providing tax
cuts to the American people who, by
the way, the wealthiest among us are
not asking for these tax cuts. They
want fiscal stability. George Bush in
1991 and Bill Clinton in 1993 with mini-
mal or no hope from the other side
gave us the fiscal picture that we have
today. It is one of responsibility. Leave
the Social Security trust fund alone
and let us have a substantive debate
about its future.

Mr. Speaker, | include the following
for the RECORD:

NATIONAL COUNCIL FOR ADOPTION,
Washington, DC, Sept. 25, 1998.
Hon. NEWT GINGRICH,
Speaker, House of Representatives,
Washington, DC.

DEAR SPEAKER GINGRICH: | am writing in
support of the provisions of H.R. 4579 and
H.R. 4611, which would help adoptive families
by providing them with adoption tax credits,
credits many of them need to help them
adopt. With more than 110,000 children in the
foster care system alone waiting for adop-
tion in the United States, every effort to as-
sist in qualifying families must be pursued
with utmost urgency.

These provisions in these bills would pro-
vide a temporary solution to the problem
caused by the minimum tax liability as it af-
fects tax credits that benefit families. They
would provide stop-gap help for families
qualifying to use the adoption tax credit.
While H.R. 4579 would provide both imme-
diate and long-term remedies for the mini-
mum tax liability problem, its fate is uncer-
tain given a threatened Presidential veto of
that bill.

Should a veto threat prevent passage of
H.R. 4579, we urge you to attach the provi-
sions in H.R. 4611 to a scaled down bill of tax
extenders.

We strongly support any action that would
at this time make the adoption tax credit
work as effectively as possible, for as many
children and families as possible, as soon as
possible.

We deeply appreciate the hard work you
have done in the past on behalf of a variety
of adoption issues, including your support
for the adoption tax credit.

Sincerely,
WILLIAM PIERCE, Ph.D.,
President.
NATIONAL COUNCIL FOR ADOPTION,
Washington, DC, September 25, 1998.
Representative CHARLES RANGEL (D-NY),
Ranking Member, Committee on Ways and
Means, House of Representatives, Washing-
ton, DC.

DEAR MR. RANGEL: | am writing in support
of the provisions of H.R. 4579 and H.R. 4611,
which would help adoptive families by pro-
viding them with adoption tax credits, cred-
its many of them need to help them adopt.
With more than 110,000 children in the foster
care system alone waiting for adoption in
the United States, every effort to assist in
qualifying families must be pursued with ut-
most urgency.

These provisions in these bills would pro-
vide a temporary solution to the problem
caused by the minimum tax liability as it af-
fects tax credits that benefit families. They
would provide stop-gap help for families
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qualifying to use the adoptive tax credit.
While H.R. 4579 would provide both imme-
diate and long-term remedies for the mini-
mum tax liability problem, its fate is uncer-
tain given a threatened Presidential veto of
that bill.

Should a veto threat prevent passage of
H.R. 4579, we urge you to attach the provi-
sions in H.R. 4611 to a scaled down bill of tax
extenders.

We strongly support any action that would
at this time make the adoption tax credit
work as effectively as possible, for as many
children and families as possible, as soon as
possible.

We deeply appreciate the hard work you
and the Committee have done in the past on
behalf of a variety of adoption issues, includ-
ing your support for the adoption tax credit.

Please have your staff contact me, or Matt
Parrott, to let us know how we can help you
make your interest in tax assistance for
adoptive families a reality this Congress.

Sincerely,
WILLIAM PIERCE, PH.D.,
President.
NATIONAL COUNCIL FOR ADOPTION,
Washington, DC, September 25, 1998.
Representative BiLL ARCHER, (R-TX),
Chairman, Committee on Ways and Means,
House of Representatives, Washington, DC.

DEAR CHAIRMAN ARCHER: | am writing in
support of the provisions of H.R. 4579 and
H.R. 4611, which would help adoptive families
by providing them with adoption tax credits,
credits many of them need to help them
adopt. With more than 110,000 children in the
foster care system alone waiting for adop-
tion in the United States, every effort to as-
sist in qualifying families must be pursued
with utmost urgency.

The provisions in these bills would provide
a temporary solution to the problem caused
by the minimum tax liability as it affects
tax credits that benefit families. They would
provide stop-gap help for families qualifying
to use the adoption tax credit. While H.R.
4579 would provide both immediate and long-
term remedies for the minimum tax liability
problem, its fate is uncertain given a threat-
ened Presidential veto of that bill.

Should a veto threat prevent passage of
H.R. 4579, we urge you to attach the provi-
sions in H.R. 4611 to a scaled down bill of tax
extenders.

We strongly support any action that would
at this time make the adoption tax credit
work as effectively as possible, for as many
children and families as possible, as soon as
possible.

We deeply appreciate the hard work you
and your Committee have done in the past
on behalf of a variety of adoption issues, in-
cluding your support for the adoption tax
credit.

Please have your staff contact me, or Matt
Parrott, to let us know how we can help you
make your interest in tax assistance for
adoptive families a reality this Congress.

Sincerely,
WILLIAM PIERCE, Ph. D.,
President.

Mr. NEAL of Massachusetts. Mr. Speaker,
we are now debating the second part of the
“90/10 Plan”. Earlier in a misguided vote the
House decided to lock up 90 percent and not
100 percent of the projected surplus to save
Social Security. Now, we are considering the
10 percent part of the plan.

| have to admit that the 10 percent part of
the plan is quite attractive. It is a package of
modest tax cuts which are mostly targeted to
the middle class and it include many tax cuts
that Democrats have offered in the past and it
includes a provision that | have worked on this
past year.
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We should not be spending the Social Se-
curity trust fund surplus. We have to deal in
budget realities, even though it is very politi-
cally enticing to vote for a tax cut right before
the elections. However, | believe we were
elected to make hard choices.

The hard choice before us today is voting
against very likable tax cuts in order to protect
Social Security. There is not surplus right now
except for the surplus in the Social Security
trust fund. Without Social Security’s temporary
surplus, there would be a $137 billion deficit
over the next five years so we should not be
spending $80 billion that we do not have
today.

The Democratic substitute is responsible. It
still provides tax relief, but not until effective
until the Social Security trust fund is solvent
for 75 years.

The bill before us today includes a provision
which | think is extremely important and
should be in addressed before Congress ad-
journs. Recently, | introduced H.R. 4611 which
provides a temporary waiver for taxable year
1998 of the minimum tax rules that deny many
families the nonrefundable personal credits,
pending enactment of permanent legislation to
address this inequity.

Also, | have introduced H.R. 4489 which
provides a permanent solution to address this
inequity by allowing nonrefundable personal
credits to offset both the individual's regular in-
come tax liability and the minimum tax liability
and repeal the rule that reduces the additional
child credit for families with three or more chil-
dren by the amount of minimum tax liability.

| am pleased that the “Taxpayer Relief Act
of 1998” includes a permanent solution and a
temporary solution. However, this bill will re-
ceive a Presidential veto if even it makes it
that far. This is an issue that we need to ad-
dress before we adjorun.

Under current law, the total allowable
amount of nonrefundable personal credits may
not exceed the amount by which the individ-
ual's regular income tax liability exceed the in-
dividual's tentative minimum tax. This results
in all taxpayers who claim the child credit with
incomes above $45,000 for joint filers and
$33,750 for single filers to make at least a ru-
dimentary minimum tax calculation.

Without addressing this problem, many tax-
payers will have to fill out the minimum tax
form. Not only is the minimum tax com-
plicated, it can penalize middle-income tax-
payers who claim some of the new tax credits
such as the child tax credit and the Hope
Scholarship credit.

The Department of Treasury estimates that
in 1998, the alternative minimum tax will deny
800,000 taxpayers who are entitled to both the
child tax credit and the education tax credits,
the full benefits of these credits. Without en-
actment of legislation to address this issue,
taxpayers who are planning to claim the child
credit should be warned that the computation
of their taxes will be difficult, time consuming,
and unnecessarily complex. Without simplify-
ing the child tax credit, the child tax credit
form will be required on next year’s form is a
nightmare.

The complexity of the forms is the result of
deliberate decisions last year by the Repub-
lican majority in Congress. Today, they de-
cided to fix a problem that they knowingly cre-
ated last year. The interaction between the
minimum tax and the child tax credits was in
the original chairman’s mark. They did not
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want to spend revenue on this provision. Re-
member, last year’s tax bill was offset, not like
this year's bill which uses the projected sur-
plus as an offset.

If we do not address the interaction of the
minimum tax with nonrefundable personal
credits, many families will be cheated of the
full credits that were promised. We need to
address this issue to prevent the average fam-
ily from having to pay a tax return preparer in
order to fill out the forms for the new credits.

We should address this issue and include a
temporary solution in revenue neutral legisla-
tion to extend the expiring provisions and con-
tinue to work on a permanent solution. The
Joint Committee on Taxation estimates that a
one year solution for the taxable year 1998
would cost $474 million.

| urge my colleagues to vote against this bill
today. It is time for us to get back to our real
work.

Mr. ARCHER. Mr. Speaker, | yield
myself such time as | may consume.
Once again to try to bring the element
of truth into this debate, we clearly are
not touching any of the money in the
Social Security trust fund. We clearly
are not touching any payroll taxes, not
one penny. As much as | respect the
gentleman from Massachusetts person-
ally, he knows that is not true. The
record should be set straight. We can
use all kinds of political rhetoric to try
to serve ourselves one way or another,
but we should try to stick to those
enunciations which are supportable by
fact.

Mr. Speaker, | yield 2 minutes to the
respected gentleman from Oregon (Mr.
SMITH), the chairman of the Committee
on Agriculture.

Mr. SMITH of Oregon. Mr. Speaker, |
thank the gentleman for yielding this
time. We have been discussing farm
policy in this body for many years. We
have been discussing philosophy of ag-
riculture. This year we witnessed a
horrible downturn in agriculture due to
weather and some to revenue reduc-
tion. We have disaster programs de-
signed to help momentarily agri-
culture. But nothing, nothing that we
have done in farm policy or in disaster
programs can even touch what the gen-
tleman from Texas (Mr. ARCHER) and
the Committee on Ways and Means has
done for agriculture for the long term.
They cannot even touch it. Here is
what agriculture has been dreaming
about for these many, many years.

Listen to this. Income averaging
which is essential when you have hills
and valleys in income as agriculture
does. Reach-back provisions for five
years so that if we were making money
five years ago, we can average that
against losses today which we are cer-
tainly experiencing. Expense allowance
to $25,000 for agriculture and small
business. Exemption raised to $1 mil-
lion for death taxes.

What does that mean to agriculture?
It means today that as a result of this,
two-thirds of the families in America
on farms and ranches will be able to re-
tain them and turn them over to their
children without the government tak-
ing them away through death taxes.
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Capital gains relief. Full deductibility
of health insurance. These are dreams
of agricultural people for years.

This is the strongest package for ag-
riculture bar none that this body has
ever passed. Let us pass it today.

Mr. Speaker, | rise today in wholehearted
support of H.R. 4579, the Taxpayer Relief Act
of 1998. | commend Chairman ARCHER and
the Ways and Means Committee for bringing
a tax measure to the House floor that Amer-
ican agriculture can readily endorse.

Providing a full tax deduction for health in-
surance to the self-employed is a lifeline to
American farm families. This will ensure that
farm families have the health protection they
need at an affordable price.

Income averaging is another essential tool
that will stabilize an otherwise volatile income
stream of many of our farmers and ranchers.
As we are seeing now, farm livelihoods are
vulnerable to weather disasters and economic
uncertainty, and this provision will assist them
in dealing with those uncertainties.

The estate tax provision contained in the bill
will mean that two-thirds of the Nation’s farm-
ers and ranchers who now face constant pres-
sures to keep their assets within the current
threshold exemption can rest easy knowing
the economic legacy they have built will not be
taken away from their children.

As small businessmen, farmers and ranch-
ers also will benefit from the business expens-
ing provision in the bill. Using this provision,
farmers may replace expensive farm equip-
ment and gain an upfront tax savings that is
superior to the benefits afforded through a de-
preciation schedule.

For too long, Mr. Speaker, the Congress
has discussed the pros and cons of federal
farm policy—the policy effects of commodity
programs, while we have left tax matters to
another day, Today, Chairman ARCHER has
changed all that. | believe we have a solid,
and, in my view, unchallengeable tax package
for American farmers and ranchers.

Mr. RANGEL. Mr. Speaker, | yield 3
minutes to the gentleman from Mary-
land (Mr. HOYER).

Mr. HOYER. Mr. Speaker, | thank
the gentleman for yielding time. | rise
today to oppose the Republican tax cut
package and to support the alternative
to be offered by the gentleman from
New York (Mr. RANGEL). The discus-
sion today is not a debate about tax
cuts. It is a debate about the future of
Social Security. The tax cuts in both
packages are identical. However, the
Republican tax cuts would be paid for
by a Social Security surplus. That is
irrefutable, notwithstanding what the
chairman just said. A surplus that |
tell my friends on the other side of the
aisle we have not yet even realized.
Without playing politics with Ameri-
ca’s fiscal future, the tax cuts in the
Democratic alternative would not be-
come effective until the Social Secu-
rity trustees certify that the trust
funds are solvent for the next 75 years.

It would be irresponsible, Mr. Speak-
er, of me to support a bill without con-
sidering how the tax cuts are financed.
The Republican bill does in fact raid
the Social Security trust fund which
provides funds often referred to as the
“budget surplus.” | believe our first
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duty must be to solve the long-term
solvency problems of Social Security
while remaining committed to fiscal
responsibility.

While | find it quite interesting that
the tax bill that Republicans put for-
ward embraces mostly Democratic
ideas for tax cuts for middle America,
the poison bill in this bill is the way in
which it is financed.

I would remind my colleagues, in
fact, just a year ago, Democrats sup-
ported a $100 billion tax cut similar to
the one the Republican leadership has
brought to the floor today. But there
was a significant difference. Our bill
was fully offset with real spending cuts
that did not dismantle or put at risk
the future of Social Security, a future
in which as the 1998 report of the So-
cial Security trustees found that none
of the Social Security trust funds will
have sufficient income to be able to
pay benefits over the next 75 years.
Today it is the main source of income
for two-thirds of the seniors in this
country. Seventy-six million baby
boomers will begin retiring in 2010. By
2025, most baby boomers will be 65 or
older. We cannot put our desire for po-
litically-driven, irresponsibly-financed
tax cuts before our overwhelming need
and responsibility to ensure that So-
cial Security is viable into the next
century. To do that, the Democratic al-
ternative creates a lock box. It takes
100 percent of the Social Security sur-
plus and ensures that it will be used
only for Social Security purposes. This
creates a real protection for the Social
Security surplus and the overall integ-
rity of the system.

I would remind my colleagues that
just a few weeks ago, the chairman of
the Committee on the Budget, the gen-
tleman from Ohio (Mr. KASICH) sug-
gested a 700 to $800 billion tax cut. | re-
mind my friends, that would be 50 per-
cent of the Social Security surplus.
Where do we go next year?

Save Social Security. Oppose this
bill. Support the Democratic alter-
native.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Ken-
tucky (Mr. BUNNING), the chairman of
the Subcommittee on Social Security.

(Mr. BUNNING asked and was given
permission to revise and extend his re-
marks.)

Mr. BUNNING. | thank the gen-
tleman for yielding me this time. Mr.
Speaker, | rise in strong support of the
Taxpayer Relief Act and targeted tax
relief for the middle-class families of
this country.

Fifty-five percent of this tax cut goes
to hard-working American families
making less than $75,000, the folks who
need it most.

Marriage penalty relief for 48 million
taxpayers, an average of $243 per cou-

le.

P One hundred percent deductibility of
health insurance costs for self-em-
ployed people, over 100,000 just in my
State, for small farmers, small busi-
ness owners that pay for their pre-
miums that are not paid for presently.
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$24 billion in relief for farmers and
small business as the chairman of the
Committee on Agriculture just before
me so well described. Tax relief for
farmers who have carried the loss for-
ward for five years. AMT relief and in-
come-averaging, permanent income-
averaging for farmers, five years. And
we cut the death tax even further.

Mr. Speaker, we must remember that
the budget surpluses do not belong to
the government. It belongs to the
American people. It is their tax dollars
that make up the surplus. We should
let them keep more of their own
money, because they know how to
spend it better than the government
does.

Yesterday we protected Social Secu-
rity by devoting 90 percent of the sur-
plus to it. Never before had that been
done in the history of this great repub-
lic. We should do the right thing and
give some of the money back to the
people that pay it. | urge support for
the bill.

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from Michigan (Mr. CAMP).

(Mr. CAMP asked and was given per-
mission to revise and extend his re-
marks.)

Mr. CAMP. Mr. Speaker, | rise in sup-
port of the Taxpayer Relief Act.

Mr. Speaker, one thing is absolutely sure in
this debate—taxes are too high. We’re facing
the highest peacetime tax burden in our Na-
tion’s history—21 percent of G.D.P. If taxes
today were at the same level as 1950, the av-
erage American household today would be
twice as rich. American families pay 38 per-
cent of their income in taxes, up from 26 per-
cent back in 1955—the Federal Government is
taking too much from the American taxpayer.

So the bill before us today cuts taxes—and
it does so in a responsible, restrained and fair
manner. Our tax relief is focused squarely on
middle and lower income taxpayers—exactly
those who need it the most. Husbands and
wives—farmers and ranchers—small business
owners and senior citizens. Democrats said it
couldn’t be done.

For 30 years, they controlled Congress and
never balanced the budget! Instead they used
the Social Security trust funds on programs
like midnight basketball and other pork-barrel
spending.

Now the G.O.P. comes in, and not only bal-
ances the budget and preserves Social Secu-
rity, but also provides sweeping tax relief.
When was the last time the Democrats bal-
anced the budget? And more importantly,
when was the last time they paid $1.4 trillion
back to Social Security—instead of spending
the trust funds?

This debate is about Social Security, and
we make a significant payment to our Nation’s
seniors. We also allow the American taxpayer
to reap the rewards of their hard work in the
form of reduced taxes.

Who is complaining about our tax relief bill?
Mr. Speaker, it's the same people who buried
us under a mountain of debt and saddled our
children with the burden of paying it off. Some
on the other side believe we need to keep that
surplus in Washington—but it's your money.
And hard-working Americans deserve a break.

Our opponents say that it's not enough to
wall off $1.4 trillion dollars to save Social Se-
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curity and both save Social Security and re-
duce taxes. But | believe we can. | urge sup-
port for the Taxpayer Relief Act.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Califor-
nia (Mr. HERGER), another respected
member of the Committee on Ways and
Means.

Mr. HERGER. Mr. Speaker, today we
have a choice. We can stand with those
who think that Washington knows best
or we can stand with our Nation’s hus-
bands and wives who are punished by
the marriage penalty, with our farmers
and ranchers who are hard hit by the
death tax, with our Nation’s small
businesses which today cannot fully de-
duct the cost of their health insurance,
and with our Nation’s seniors who see
their Social Security benefits reduced
just for earning outside income. In
short, we can stand with those who de-
fend today’s record high tax burden or
we can stand with the hard-working
middle class.

Mr. Speaker, to vote ‘““‘no’’ on this bill
is to deny 48 million married taxpayers
relief from the marriage penalty. | re-
mind my colleagues that when a couple
stands at the altar and says ‘Il do,”
they are not agreeing to higher taxes.

To vote ““no”” on this bill is to deny
farmers and ranchers much-needed re-
lief from the death tax, to vote ‘‘no’ on
this bill is to deny our small businesses
the opportunity to deduct 100 percent
of the cost of their health insurance,
and to vote ‘‘no’’ on this bill is to deny
seniors a chance to earn a little more
outside income without facing the loss
of their Social Security benefits.

Today we can vote to do all of this
while, at the same time, setting aside
90 percent of our surplus until we save
Social Security. | would urge all of my
colleagues on both sides of the aisle, do
not turn your backs on the middle
class. Support this crucially important
legislation.

Mr. RANGEL. Mr. Speaker, | yield 3
minutes to the gentleman from Michi-
gan (Mr. LEVIN) from the Committee
on Ways and Means.

(Mr. LEVIN asked and was given per-
mission to revise and extend his re-
marks.)

Mr. LEVIN. Mr. Speaker, | quote:

The solution is simple: formally wall off
Social Security from the rest of the budget
to prevent continued thievery from the trust
fund.

I know the majority is sensitive to
references to stealing from Social Se-
curity, but the above quote is not from
Democrats but from a leading official
at the conservative Cato Institute.
Surely the Republicans are proposing
the diversion of Social Security mon-
eys. Unlike in past years when the
overall deficit was so huge, we are now
at a point where we can undertake the
difficult but vital task of assuring the
long-term soundness of Social Secu-
rity. This means putting Social Secu-
rity first, and then a tax cut. Being a 90
percenter, diverting 10 percent of So-
cial Security funds, is wrong.

This bill also erodes the fiscal dis-
cipline that we fought so hard for in



September 26, 1998

1990 and 1993. In 1997, we passed a tax
cut. | voted for it and would do so
again. We paid for it with program cuts
deep enough that they caused many to
vote against the bill. Today the major-
ity turns its back on that hard-won fis-
cal discipline. They pay for this cut
from the budget surplus, Social Secu-
rity’s surplus, waiving the budget
rules.

This Nation has benefited from fiscal
discipline. We who voted for it in 1990
and 1993 were right. So the better
course is to save Social Security first
and then act on a tax cut for American
families. The majority puts the cart
before the horse, trampling both on So-
cial Security and on fiscal discipline.

O 1000

We should do neither. Pass the demo-
cratic substitute.

Mr. ARCHER. Mr. Speaker, | yield
three minutes to the gentleman from
California (Mr. THOMAS), who is such
an articulate member of the Commit-
tee on Ways and Means.

Mr. THOMAS. Mr. Speaker, | thank
the gentleman for yielding me time.

Mr. Speaker, | am sure some people
are a little bit confused about this de-
bate, and | will try to explain why. It
is kind of like in physics, where what
we are discovering simply cannot be
explained in the language that physi-
cists now have.

For example, you talk about matter,
but because of the way the world
works, they have to talk about anti-
matter, and it just does not seem to
make sense, matter, antimatter.

We just had the gentleman from
Michigan in the well being forced to
quote a conservative in support of what
they were talking about. It is because
the Democrats in their rhetoric just
cannot deal with the world that the
majority of Republicans have created,
and that is a budget surplus.

The Democrats are now arguing that
it makes no sense whatsoever to adjust
the Tax Code in any way until the So-
cial Security trust fund is sound. For
how long? Seventy-five years. How long
was the trust fund sound every year
they were in the majority, and they
made tax adjustments? The answer is
simple: Never.

They are having difficulty dealing
with a world in which the budget struc-
ture provides a surplus in which we can
lay aside $1.4 trillion this year, more
next year, more the year after, to save
Social Security and provide people
with a reasonable tax cut.

The other problem they are having is
criticizing our tax cut. Usually it is
“tax cuts for the rich.” The gentleman
from Maryland was in the well having
to smile at the kind of tax cut Repub-
licans are providing.

People between zero and $75,000 in-
come, that is couples, a man and a
wife, say each one earns $35,000, | would
not exactly call those folks rich, get 55
percent of our proposal. They are a ma-
jority of those who file taxes, but they
are only about 34 percent of the reve-
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nue collected. Interestingly enough,
about 34 percent of the revenue col-
lected comes from individuals who
make more than $200,000. They are get-
ting 4 percent.

So if you back away from all the par-
ticulars in this bill, which is certainly
a bill for the various particular groups,
sometimes we get too close to the
painting and all we can see are brush
strokes. Take a couple of steps back
and, by and large, look what we are
doing.

We are moving 1 million people from
having to file income taxes at all. We
are moving more than 10 million people
from having to fill out all of the deduc-
tions and the itemizations necessary to
maximize your ability to pay fewer
dollars. More than 10 million people
can now move to the 1040-EZ form, one
page, because we have simplified. This
is not only relief to middle income, it
is simplification of the Tax Code.

Listen to the rhetoric. They cannot
deal with the new world. Just vote yes
on the chairman’s proposal.

Mr. ARCHER. Mr. Speaker, | yield
two minutes to the gentleman from
Florida (Mr. SHAaw), the chairman of
the Subcommittee on Human Re-
sources of the Committee on Ways and
Means.

Mr. SHAW. Mr. Speaker, | thank the
chairman for yielding me time.

Mr. Speaker, sitting here listening to
some of the rhetoric coming from the
other side, accusing the Republicans
for raiding—raiding—the Social Secu-
rity trust fund, reminds me of a lot of
the rhetoric that is going on in Wash-
ington today when we talk about
whether the President lied to the
American people.

I would ask anybody that is watching
this debate today to take with a grain
of salt and be very cautious about any
Member who gets up and says that any
other Member on either side of the
aisle is guilty of raiding the Social Se-
curity trust fund. It just simply is not
true. It is a bald-face lie.

The question is coming down as to
whether or not the Social Security
trust fund should be legislatively ad-
justed before the American people are
given any tax relief whatsoever. That
is the debate, and that is where there is
an honest difference of opinion.

The President, when he stood right
before us in this very hall and said “We
are going to save Social Security, save
Social Security first,” and then went
on with all his big plans for spending
the surplus, he got a standing ovation
from both sides of the aisle. We are
still waiting for his plan to save Social
Security.

We are going to have to bite the bul-
let and make some tough political de-
cisions on both sides of the aisle in
order to accomplish what all of us
want, and that is to leave Social Secu-
rity in a solvent position for 75 years
and even beyond that. And that is im-
portant, and that is a responsibility of
this body and something we should
work on together. But let us not start
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out by lying to the American people. It
just simply is not true.

We are trying to make some adjust-
ments and put some fairness in the tax
law itself. The same Republicans that
reformed welfare, that reformed the In-
ternal Revenue Service, are going to
lead the way in reforming Social Secu-
rity. It is going to be tough, and we in-
vite the Democrats to join us in this ef-
fort.

Mr. RANGEL. | yield myself such
time as | may consume to respond to
my friend from Florida.

Mr. Speaker, it is one thing to be
robbing from the old folks; it is an-
other thing to have to bring in the
President of the United States’ embar-
rassing political position. Now, the
President has said he is sorry, and |
hope before this debate is over, that
some Republicans will say they are
sorry for what they are doing to the
Social Security trust fund.

Mr. SHAW. Mr. Speaker,
gentleman yield?

Mr. RANGEL. | would like to yield as
to why the gentleman had to bring the
President of the United States into the
debate.

Mr. SHAW. Mr. Speaker, | simply
was talking about the question of lying
to the American people is very much
on the minds of the American people.

Mr. RANGEL. Mr. Speaker, reclaim-
ing my time, | said why did the gen-
tleman bring the President of the
United States into this debate?
ANNOUNCEMENT BY THE SPEAKER PRO TEMPORE

The SPEAKER pro tempore. Mem-
bers should avoid personal references
to the President of the United States.

Mr. RANGEL. Mr. Speaker, the gen-
tleman should apologize for what he
has said.

will the

Mr. SHAW. Mr. Speaker, will the
gentleman yield?
Mr. RANGEL. | yield to the gen-

tleman from Florida.

Mr. SHAW. Mr. Speaker, | do not
want anybody in this body to mis-
understand me. I am not making any
accusation as to whether the President
lied or not. I am simply saying that the
American people are demanding truth
from their politicians, so let us get
some truth in this debate.

Mr. RANGEL. Mr. Speaker, reclaim-
ing my time, | am simply saying that
the American people demand fairness,
and they will make the judgment in
November.

Mr. Speaker, | yield the balance of
my time to the gentleman from Maine
(Mr. ALLEN).

The SPEAKER pro tempore. The gen-
tleman from Maine is recognized for 15
seconds.

(Mr. ALLEN asked and was given
permission to revise and extend his re-
marks.)

Mr. ALLEN. | thank the gentleman
for yielding me time.

Mr. Speaker, | rise in opposition to
the Republican tax bill. We should
leave Social Security alone.

| rise today very disappointed with the Re-
publican majority. Their tax bill is both fiscally
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irresponsible and socially bankrupt. It calls for
$80 billion in tax cuts over the next five years
by raiding projected Social Security surpluses.
Surpluses that Congress designed to secure
retirement benefits for current and future retir-
ees. The long-term solvency of Social Security
depends on sound policy choices and fiscal
discipline. With an aging population and the
onset of the baby-boom generation entering
retirement years, tampering with Social Secu-
rity is dangerous and irresponsible.

| strongly support extending tax credits,
such as work opportunity and research and
development, and accelerating the self-em-
ployed health insurance deduction to 100%. |
have cosponsored bills to do just that but with
the belief that offsets would be real and fair.
While | support these provisions and others in
the Republican tax bill, the bill is clearly in vio-
lation of the pay-as-you-go budget rule this
House championed for budget discipline.

PAYGO has worked. We have offset spend-
ing and revenue proposals with real spending
cuts or revenue increases. We have also
shielded Social Security from budget gim-
mickry. We have promised not to use Social
Security surpluses to mask the Federal deficit.
Just as we balanced the Federal budget the
Republican majority has turned its back on fis-
cal responsibility.

Adoption of this tax bill will unravel the
budget discipline by which we have operating
in the last few years. With the adoption of
President Clinton’s deficit reduction and eco-
nomic growth package in 1993, we have put
our fiscal house in order. For the first time in
thirty years we have balanced the Federal
budget. We have made hard choices, and we
have respected the PAYGO rule that propos-
als be budget neutral. Offsetting a tax bill with
projected Social Security surpluses is irre-
sponsible and wrong.

| urge my colleagues to reject the Repub-
lican tax bill.

Mr. FAZIO of California. Mr. Speaker, | rise
in opposition to H.R. 4579. Any major pro-
posal that comes to the floor 40 days before
an election deserves close scrutiny. And a
major tax proposal which comes to the floor a
few days before adjournment should leave
Americans slightly suspicious.

Even so, | would like to be able to say that
| support this bill. In fact, | do support most of
the tax cut proposals that are contained in this
bill.

The problem is the way the Republicans
want to pay for it—on the backs of future So-
cial Security recipients.

American workers have invested in Social
Security so that it will be there in the future
when they need it most. It would be irrespon-
sible to cut into our children’s future for elec-
tion year pandering.

The Republican plan includes Democratic
tax proposals like reducing the marriage pen-
alty tax by allowing joint filers to double the
standard deduction for single filers, allowing
the full deductibility of healthcare costs for the
self-employed, and renewing such business
tax credits as the work opportunity tax credit
and the research and experimentation tax
credits. So they're on the right track.

However, Republicans forget that unless the
budget is balanced—balanced without includ-
ing the Social Security Trust Fund—any tax
cut must be paid for by cutting entitlements or
increasing other taxes. So where are these
cuts coming from?
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While | am all in favor of giving the Amer-
ican people a tax cut, it is essential to look at
what price we are actually paying for these tax
cuts. A tax cut now will force us to delve into
the projected budget surplus—to spend money
now that we assume we will have in the fu-
ture.

The Congressional Budget Office (CBO) has
projected that the budget will run a huge an-
nual surplus for the next twenty years. But—
and this is important—in the initial years the
surplus is generated primarily from the Social
Security Trust Fund. For example, next year,
the CBO projects we will have an $80 billion
dollar surplus. Great! That would easily pay for
the tax cuts. However, a closer examination of
that surplus shows that the Social Security
Trust Fund’'s surplus of $117 billion will be
covering a projected $37 billion deficit in the
general fund.

| also want to emphasize that the budget
projections are only that—projections. They
are based on assumptions about the future of
the country’s economy. While we should be
optimistic about the budget outlook, we must
also keep in mind the current economic tur-
moil in the rest of the world. If we have an-
other recession comparable to the mild one in
1990-91, it could easily decrease the pro-
jected general fund balance by $100 billion in
one year. The budget is extremely sensitive to
the rise and fall of the economy. Some re-
straint must be shown.

The Social Security Trust Fund is expected
to be bankrupt by 2030 because of the high
number of baby boomers retiring. Every plan
to protect against this would need every penny
of the budget surplus—that of the general
budget and that of the Social Security Trust
Fund. Social Security is our nation’'s largest
anti-poverty program. Half our nation’s elderly,
about eighteen million, including half of the
66,522 Social Security recipients in my district,
would live in poverty if this program did not
exist. Thirty percent of the elderly depend on
Social Security for one-half or more of their in-
come. Since its beginning in 1940, this is a
program that has proven its worth.

| refuse to support tax cuts until we can pay
for them with budget cuts or real surpluses
without Social Security receipts. We have
done this in the past. In fact | voted with a ma-
jority in this House, just last year, for the Tax-
payer Relief Act, that provided the American
people with tax cuts within the confines of the
budget rules.

That is why | support the alternative pro-
posed by the Democrats. Our alternative
would provide the exact same tax cuts with a
major difference. The Democratic proposal in-
cludes a trigger mechanism to hold off a tax
cut until the future of Social Security is en-
sured. Through our proposal, Social Security
would be able to cope with the increasing
number of Social Security recipients and be
solvent beyond 2032.

We don't even have a budget for the next
fiscal year—which begins this Thursday, the
1st of October—and Republicans want a tax
cut. They are more worried about pre-election
maneuvering and being re-elected than insur-
ing that the government doesn’t shut down, let
alone the long-term solvency of Social Secu-
rity.

Without passage of the Democratic sub-
stitute, all this bill amounts to is an uncon-
scionable raid on this country’s retirement ac-
count. | would love nothing more than to be
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able to give America a tax cut. | am not
against tax cuts. | agree with portions of the
Republican proposal, because many of the
provisions have already been proposed by
Democrats. However, if we are going to be
able to afford these tax cuts we must do so
responsibly, we must provide for the future,
we must save Social Security first—and vote
down this bill.

Mrs. MINK of Hawaii. Mr. Speaker, | rise in
opposition to H.R. 4579, not because | oppose
the bill's package of tax cuts, but because |
oppose the majority party’s plans to pay these
tax cuts with the surplus in the Social Security
trust fund.

The majority party says it will use only 10
percent of the projected federal budget surplus
to pay for H.R. 2579’s tax cuts, but the major-
ity fails to note that the surplus will be over-
whelmingly Social Security-based surplus.

To be more precise, if the large yet tem-
porary surplus in the Social Security trust fund
is excluded, there will be a Federal deficit of
$137 billion over the 1999-2003 budget period
and only a $31 billion Federal surplus over the
1999-2008 budget period. Accordingly, the
majority’s plan to set aside 10 percent of an
almost exclusively Social Security-based fed-
eral budget surplus represents a raid on So-
cial Security.

The Democratic alternative provides for the
very same tax cuts as H.R. 4579. However,
unlike H.R. 4579, the Democratic alternative
provides that the tax cuts take effect after a
plan to secure Social Security long-term sol-
vency has been agreed to.

| urge my colleagues to oppose H.R. 4579,
and to vote for the Democratic alternative.

Mr. BEREUTER. Mr. Speaker, this Member
rises today to express his support for H.R.
4579, which allows taxpayers nationwide to
benefit from a Federal income tax cut. This bill
is one of the most important measures that
the House of Representatives has considered
this year. It is highly desirable that the House
pass this bill now to return a small additional
amount of the economic benefits of the Amer-
ican people who earned them through a tax
cut. Specifically, H.R. 4579 provides over $80
billion in tax relief provisions primarily targeted
to married couples, farmers and ranchers,
senior citizens, and small business owners.

There has been enough exaggerated and
false rhetoric by the opponents of H.R. 4579.
It is important to note that the surplus is due
to higher-than-projected Federal income tax
receipts which resulted from the sweat equity
and hard work of American taxpayers. This tax
surplus is not the property of the Federal Gov-
ernment; this surplus rightfully belongs to the
American taxpayer. The American taxpayers
are entitled to this return—a $80 billion tax
cut.

House Resolution 4579, when passed in
conjunction with H.R. 4578 (the Save Social
Security Act) will provide an effective fiscally
sound dual approach. We took the first step of
this dual approach yesterday, when this
House passed H.R. 4578. Today we consider
the second step of this dual approach—H.R.
4579, which allocates that 10 percent of the
surplus will be used for tax cuts over the next
five.

The legislation we are considering today
(H.R. 4579) is so important because it pro-
vides comprehensive tax relief to so many
middle-income and lower- middle-income
American taxpayers. Specifically, the bill pro-
vides critical tax relief for the following six
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classes of individuals; 1. Married couples; 2.
Farmers and Ranchers; 3. Senior Citizens; 4.
Parents; 5. Small Business Owners; 6. Savers
and Investors; and, 7. Inheritors subject to Es-
tate taxes.

1. MARRIED COUPLES

H.R. 4579 will allow married couples who
file jointly to claim a standard deduction that is
double the amount of the standard deduction
for a single taxpayer in each taxable year be-
ginning after December 31, 1998. This provi-
sion will correct the current tax system which
penalizes a couple for being married. This pro-
vision will provide tax penalty relief for ap-
proximately 48 million taxpayers.

2. FARMERS AND RANCHERS

This Member is certainly concerned about
the future of farming in the United States and
Nebraska; therefore, this Member believes
that all options or proposals should receive se-
rious consideration and none rejected out of
hand. Although the U.S. economy is generally
healthy, it is clear that the agricultural sector
is hurting. This Member believes that farmers
and their families should be able to enjoy and
adequate standard of living; therefore, this
Member has taken a pro-active approach to
helping ensure that farmers received a fair
price for their crops. One such approach to
improve the viability of agriculture is provided
in H.R. 4579 which has three provisions which
directly benefit farmers and ranchers. These
provisions will have a positive effect on this
Member's constituency in the great State of
Nebraska which has a strong agrarian ele-
ment. Because of the low grain and livestock
prices, which result in part from the Asian fi-
nancial crisis and the subsequent decline in
demand, farmers and ranchers are in need of
agricultural tax relief as provided in the meas-
ure before us today.

H.R. 4579 will accomplish the following
things for farmers and ranchers:

A. The income averaging for farm and ranch
income which was set to expire in the Year
2000, will become permanent.

B. The net operating loss carryback period
for farmers and ranchers will be increased to
5 years from the general 2-year carryback pe-
riod; and

C. Farmers will not have to pay income
taxes on the 1999 farm program payments
until the year in which those payments are re-
ceived.

3. SENIOR CITIZENS

The Social Security earnings limit is in-
creased for those individuals between full re-
tirement age (currently age 65) and age 70
from $17,000 in fiscal year 1999 to $39,750 in
fiscal year 2008.

4. PARENTS

Under H.R. 4579, parents will now be able
to keep more of their hard-earned dollars by
protecting important tax credits, including cred-
its for children, the elderly, adoption, depend-
ent care, and education, from being reduced
by the alternative minimum tax (AMT), which
limits the amount of tax credits that taxpayers
may take.

5. SMALL BUSINESS OWNERS

A. The Health Insurance income tax deduc-
tion for the self-employed will be increased to
100 percent on January 1, 1999, instead of a
phase-in of the 100 percent deduction under
current law by January 1, 2007. This deduc-
tion for the self-employed includes farmers
and ranchers.
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B. A small business expensing deduction, in
the amount of $25,000, will be immediately al-
lowed.

6. SAVERS AND INVESTORS

Taxpayers will be able to exclude the first
$200 in interest and dividends they receive
with filing an individual return.

7. INHERITORS SUBJECT TO ESTATE TAXES

The current phase-in of the $1 million estate
tax exemption will be accelerated to January
1, 1999, instead of January 1, 2006. The num-
ber of taxable estates under this accelerated
phase-in provision will be reduced by approxi-
mately 50 percent. This estate tax change will
especially have a propitious effect on farmers
and ranchers.

In closing, the intrinsic value of H.R. 4578
and H.R. 4579 is that both bills benefit a
broad consensus of American taxpayers and
at the same time take a step forward in ensur-
ing Social Security for future beneficiaries.
This Member encourages an ‘“aye” vote for
H.R. 4579.

Mrs. LOWEY. Mr. Speaker, | rise in opposi-
tion to this bill and | want to make one thing
very clear at the outset: | support the tax cuts
in this bill. Many of these tax cuts are meas-
ures that Democrats have championed and
that | fully support. But unless they are paid
for without draining Social Security reserves,
the only responsible thing to do is just say no.

| want every American to be perfectly clear
what this debate is all about: it's a choice be-
tween politically motivated, election year tax
cuts and protecting Social Security. It's about
spending now and paying later—and jeopard-
izing the retirement security of millions of
Americans.

No matter how you slice it, the fundamental
fact remains: these tax cuts are being paid for
by raiding Social Security.

All of the surpluses CBO projects over the
next 5 years—and 98 percent of the surpluses
CBO projects over the next decade—are trust
funds that are needed to build up Social Secu-
rity reserves. In fact, excluding the Social Se-
curity trust fund, the total budget surplus over
the next decade will only be $31 billion, and
that assumes that we won't have a downturn
in the economy.

As Alan Greenspan stated this week, “the
surplus may well be less than anticipated.”
According to CBO, if a recession began next
year that was similar to the 1990-1991 reces-
sion, the $53 billion projected surplus in 2001
would become a $53 billion deficit.

Let's be honest. This tax bill is election year
politicking at its worst. If you don't believe me,
listen to the experts.

Earlier this week, Chairman Greenspan stat-
ed before the Senate Banking Committee that
spending the Social Security surplus “would
be the worst outcome” and that this tax bill
“would not be growth productive.”

The Republican Chairman of the Senate
Budget Committee, Senator DOMENICI, has
stated that “all the surplus belongs to the So-
cial Security trust fund . . . I'm telling you
there is no surplus.”

Economist Herbert Stein, chairman of Presi-
dent Nixon’s Council of Economic Advisors,
stated earlier this year that those who want to
“reduce our prospective surpluses should
admit that in doing so they are impairing the
incomes of our children and grandchildren.”

Quite simply, this bill will make it harder to
ensure Social Security’s solvency when Baby
Boomers began to retire in the next century. It
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violates the budget rules and abandons the
fiscal discipline that has enabled us to elimi-
nate the deficit and enjoy a booming econ-
omy.

My colleagues, we cannot afford to impose
a massive 1.0.U. on the American people’s re-
tirement system. Defeat this measure and
support the Democratic substitute.

Mr. POMEROY. Mr. Speaker, | rise in oppo-
sition to H.R. 4579, a fiscally irresponsible bill
that would spend Social Security trust funds
on an election-year tax cut. | urge my col-
leagues to reject the bill and to support the al-
ternative offered by the Ranking Minority
Member Mr. RANGEL to defer the tax bill until
Congress and the President have agreed on
legislation to protect the long-term future of
Social Security.

Earlier this year, when the country em-
barked on a two-year effort to reform Social
Security, we appeared to have bipartisan
agreement on reserving the entire federal
budget surplus until Congress enacted a com-
prehensive plan to assure Social Security’s fu-
ture. This commitment made sense since,
after all, the entire budget surplus came from
surpluses building up within the Social Secu-
rity system.

If there is any lingering doubt on this front,
| direct my colleagues to the August 1998 re-
port of the Congressional Budget Office
(CBO). According to CBO, every dollar of the
projected surplus for the next five years
comes from Social Security. In fact, without
Social Security, the federal budget is in deficit
by $137 billion. Despite this clear evidence as
to where our present surplus comes from, the
congressional majority today backs away from
its bipartisan commitment to Social Security
reform and moves to spend the surplus before
Congress has met its responsibility to secure
Social Security’s future.

This is simply irresponsible. Social Security
faces a financing shortfall over the long-term,
and it is our solemn responsibility to address
this shortfall and secure the future of this pro-
gram that has done so much to protect Ameri-
ca's families, mine included. By spending the
Social Security surplus, the congressional ma-
jority digs the financing hole deeper and
makes the work of securing Social Security
even more difficult. Plain and simple, this
takes us in the wrong direction. Mr. Chairman,
our first step in making Social Security sound
for the long haul must not be a step backward.
Unfortunately, that is precisely the step the
congressional majority takes today.

| support targeted tax cuts for working fami-
lies, farmers, and senior citizens, and in fact |
voted for such tax cuts last year. The dif-
ference is that the tax cuts enacted last year
to help young people go to college, to help
working families raise their children, and to
help all Americans save for retirement were
fully off-set by spending cuts. Tax cuts off-set
by spending reductions or paid for out of gen-
eral revenues is fiscally responsible and pro-
tects Social Security.

While | object to the use of Social Security
to pay for tax cuts, | strongly support many of
the tax changes proposed in this bill. | intro-
duced legislation to provide full deductibility of
health insurance premiums for the self-em-
ployed on the first day of this Congress and
my bill has more bipartisan cosponsors than
any other self-employed deduction bill. | am a
cosponsor of legislation to allow farmers to av-
erage their income and | am pleased the pro-
vision was included in the tax bill last year. |
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strongly support estate tax relief for family
farmers that was also addressed in last year’s
tax bill. 1 have cosponsored legislation to re-
duce the marriage penalty, and | support in-
creasing the earnings limit for Social Security
recipients.

For members who support the tax provi-
sions in this bill but who want to protect the
long-term future of Social Security, | encour-
age your support for the Rangel alternative.
Let us reserve the surplus until Congress and
the President have agreed on legislation to
protect Social Security and then enact well-
earned tax cuts for the American people.

Ms. HARMAN. Mr. Speaker, | take a back
seat to no one on the need to balance the
budget and to do so in a balanced way.

| made the tough votes for the Clinton budg-
et in 1993, for the Penny-Kasich spending re-
duction package, for a deficit reduction lock
box, and for other responsible procedural and
substantive budget reforms that resulted in to-
day’s first-in-a-generation budget surplus.

Moreover, with the support of the Blue
Dogs, | led the effort to embrace the Boskin
Commission recommendations to adjust the
Consumer Price Index to more accurately re-
flect inflation—a move that would have as-
sumed the removal of the Social Security
Trust Fund from the budget calculations in 10
years and, as importantly, ensured the sol-
vency of the Trust Fund for another two dec-
ades.

But, balancing the budget and protecting
Social Security are not just accounting exer-
cises. Both are priorities, neither exclusive of
the other. They require balanced choices
about what to cut and what to invest.

Tax reductions are also investments, de-
pending on their cost and targeting. | am vot-
ing for today’s tax cut bill because | believe its
cost is reasonable and its impact appropriately
targeted to benefit my constituents. The bill's
investments in health care, school construc-
tion, affordable housing, and my State’s farm-
ing families, and the elimination of the harsh-
ness of the marriage penalty on middle in-
come Americans are important and will create
jobs that generate revenue, including revenue
into the Social Security Trust Fund.

| am one hundred percent in favor of saving
Social Security, and my votes over three Con-
gresses demonstrate this. And, while | will
vote for the alternative before the House of-
fered by my friend from New York, the distin-
guished ranking member of the Ways and
Means Committee, in fact it does little to ad-
vance the cause for saving Social Security. It
leaves the difficult fashioning of a rescue plan
to future Congresses and, knowing the politics
such an effort entails, conditions much-needed
tax relief on contingencies which may never
come about.

A better plan would have included the pro-
posal put forward last year by the Blue Dogs.
In our budget plan, tax cuts were conditioned
on future surpluses calculated without count-
ing Social Security Trust Fund.

Today, however, we are presented with a
different set of imperfect choices and | won't
blindly support any tax cut, just as | won't sup-
port just any plan that purports to “save” So-
cial Security. In both cases, | will only support
proposals reflecting careful choices and bal-
anced priorities within the context of a bal-
anced budget. The modest tax relief bill before
us is such a bill.

Mr. CASTLE. Mr. Speaker, | rise today to
express my opposition to H.R. 4579, the “Tax-
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payer Relief Act of 1998.” | support many of
the tax cut proposals in this legislation, but |
believe it is premature and not wise fiscal pol-
icy to pass a tax cut of this size that counts
on unrealized future budget surpluses rather
than traditional spending reductions to pay for
its cost. Instead, we should try to craft a more
manageable bill that does not jeopardize the
great strides we have made in restoring good
fiscal policies in Washington.

It has only been a year since we passed the
Balanced Budget Act of 1997, which set us on
course to balancing the federal budget and
also contained a major tax cut that was fully
paid for by savings in other programs. We are
reaching our goal of a balanced budget this
year, but that is no reason to turn on the
spending and tax cut faucets. Yes, Americans
would like to have another tax cut, but I think
my constituents in Delaware and most Ameri-
cans place a higher priority on reducing the
national debt and enacting a long-term plan to
preserve Social Security. Maintaining our
focus on fiscal discipline is the best way we
can meet these goals.

This year’s unified budget surplus of $63 bil-
lion, the first since 1969, is the product of
strong Republican leadership on fiscal mat-
ters, and a healthy economy. We have placed
limits on government spending and the 1997
tax cuts were fully paid for. That is, for every
dollar of tax cuts, we reduced spending by a
like amount. If we abandon our fiscal restraint
now, we could quickly lose this year's surplus
or any anticipated surplus if the economy sud-
denly weakens. While that may be unlikely,
the Congressional Budget Office recently re-
leased a report stating that a recession similar
to the economic problems of the early 1990’s
could eliminate any budget surplus and result
in a unified budget deficit of $50 billion in two
years. The recent volatility of world financial
markets and economic declines in Japan and
Russia is cause for caution, and could threat-
en to stunt our own economic growth. A sud-
den recession could cloud our budget forecast
immediately.

It is also important to point out that we do
not yet have a true surplus in the federal
budget without counting the surplus in the So-
cial Security Trust Fund. In fact, without using
Social Security tax receipts, we would have a
$37 billion deficit this year, not a $63 billion
surplus. While | applaud the goal of H.R. 4579
to save 90 percent of the budget surplus over
the next five years for Social Security, the fact
of the matter is that until we have a long-term
plan in place to preserve and protect Social
Security, the budget surplus should be held in
reserve for Social Security and paying down
the debt which complement each other and
strengthen our economy. Simply put, we just
do not know how much the transition costs will
be to fully ensure the long-term solvency of
Social Security. The only correct policy is to
first and foremost preserve and protect Social
Security, no pass tax cut that are not paid for.

Frankly, | am concerned that the recent
good news about projected budget surpluses
may be causing people in both parties to lose
their commitment to fiscal restraint. The Presi-
dent claims to want to preserve every penny
of the surplus for Social Security, while at the
same time he has been increasing his re-
quests for “emergency” spending for oper-
ations in Bosnia, embassy upgrades, and to
pay for the government’s Year 2000 computer
improvements. This emergency spending
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could subtract $20 billion from this year’s sur-
plus of $63 billion. The Administration is far
too willing to designate all new spending as an
emergency, while paying lip service to protect-
ing the surplus for Social Security. The Presi-
dent is not being candid with the American
people, but adding a large tax cut to this
emergency spending just does not make
sense.

| have heard many of my colleagues argue
that they are justified in passing tax cuts out
of a surplus that includes the Social Security
surplus because during the 40 years Demo-
crats controlled Congress, they spent that
same surplus on other government programs.
Republicans argue that it is better to get the
money out of Washington before Congress
and the President spend it. We should cer-
tainly try to return every dollar we can to the
taxpaying Americans who earned it. Last year,
Republicans delivered a $95 billion tax cut and
balanced the budget because we worked hard
to find the offsets in a bloated Federal Budget.
This same leadership and fiscal discipline is
needed to continue to grow our economy, de-
liver larger tax cuts, and save Social Security
into the next century.

| have heard many of my other colleagues
argue that the unified surplus is the result of
increases in revenues from income taxes, not
increases in revenues from the FICA (Social
Security) tax. This is true in part, but it does
not follow that we have a surplus without
counting the Social Security surplus. In fact,
according to the Congressional Budget Office,
without counting the Social Security surplus,
we will have a $137 billion deficit over the next
five years. Obviously, cutting $80 billion in
taxes over the next five years without finding
offsets does diminish the amount that will go
into the Social Security Trust Fund in the fu-
ture and could make a long-term solution to
preserving Social Security more difficult. | do
not believe the citizens of Delaware, who un-
derstand they must balance their family budg-
ets and are counting on the Federal govern-
ment to honor its commitment to restore the
Social Security Trust Fund to long-term actu-
arial soundness, would want a tax cut before
we address the future of Social Security.

Many of the tax provisions in the Taxpayer
Relief Act of 1998 accelerate the tax cuts ini-
tially approved in the Taxpayer Relief Act of
1997. Delawareans are wise and responsible
people. They understand that good things
come to those who wait and that there must
be an accounting at the end of the day. | be-
lieve they have the discipline to balance the
need for tax cuts with the need to restore
soundness to the Social Security Trust Fund
and to maintain a balanced federal budget. |
am proud to represent them and | believe we
should reconsider this legislation and develop
a revised bill that provides for affordable tax
cuts that meet a higher standard of fiscal re-
sponsibility.

Mr. VENTO. Mr. Speaker, | rise in opposi-
tion to this election-year gimmick that jeopard-
izes Social Security to pay for a publicity driv-
en tax bill on the eve of an election. To do
this, Republicans have to waive the budget
agreement enacted and agreed to just last
year. The Republicans have to renege upon
the statements made early this year when
they were pledging “me too” in regards to
saving Social Security first.

Like Sisyphus, the Clinton Administration,
Congress, and the working American taxpayer



September 26, 1998

have been pushing a deficit rock up the steep
budget bill. It has heen a long struggle with
sacrifices and tough decisions that have been
borne by many. This hard work and effort has
led to positive results and hope for a brighter
future. Now that we have reached the end of
the struggle and the pinnacle of that deficit hill,
the Republican majority is poised to push us
back down into the valley of deficit spending
jeopardizing any surplus and the long-term
solvency of the Social Security Insurance
Trust Funds.

Common sense economics, our own budget
rules, economic projections in an unstable
global market, the existing debt of over five
trillion per day, as you go budget rules and the
shift of money from Social Security Trust
Funds all argue against this action. If the GOP
wants to cut taxes and some of these changes
are positive, it ought to earn that through posi-
tive savings policies, not projections and raid-
ing Social Security.

This debate is about Social Security Trust
Funds. The very title implies the compact that
the Social Security System represents be-
tween generations of Americans and between
the American people and the federal govern-
ment. Trust is a word Congress should honor
and the Social Security System is based upon
trust—trust will be there for retirees, future and
current, for the disabled and for dependents
who rely upon this insurance system.

Today, the Republican majority is about to
break that trust and dip into the Trust Fund.
The Republicans in Congress propose to set
aside 90 percent of the Social Security Trust
Funds, which | guess in their view is enough.
They're not 100 percent against Social Secu-
rity, but are they willing to tell every future and
current Social Security insurnace recipient that
they should take a 10 percent cut?

| urge my colleagues to learn from our his-
tory and to reject the syren’s call of unfunded
tax cuts that could push us into the downward
spiral of deficit spending. As Samual Taylor
Coleridge wrote:

If men could learn from history, what les-
sons it might teach us. But passion and
party blind our eyes, and the light which ex-
perience gives is a lantern on the stern,
which shines only on the waves behind us.

As we sail forward into the next century, let
us do so with the history of unfunded tax cuts
and deficit spending as a spotlight shining on
the shoals ahead and not a lantern on the
stern.

Ms. ROYBAL-ALLARD. Mr. Speaker, | rise
in strong opposition to the Republican tax cut
plan.

It is grossly irresponsible that the Repub-
licans have paid for their tax cut, not with ac-
tual funds, but with a projected budget surplus
that may never be realized.

According to the Congressional Budget Of-
fice, a recession within the next few years
could wipe out every penny of the predicted
surplus, forcing us once again into deficit
spending.

And even more irresponsible is the fact that
98 percent of the projected budget surplus
through 2008 comes from the Social Security
trust fund—money that should be reserved for
our seniors and future retirees.

Mr. Speaker, | agree that American families
deserve a tax break. However, no tax cut is
worth jeopardizing the future solvency of So-
cial Security.

The Democratic Substitute saves Social Se-
curity first and then gives hard working Amer-
ican families a much needed tax cut.
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| urge my colleagues to reject the
Republcians’ irresponsible plan and vote in
favor of the Democratic substitute.

Mr. BLUMENAUER. Mr. Speaker, just
weeks before the election, the Republican
leadership has proposed an $80 billion bundle
of tax breaks, and has asked the American
people to pay for these breaks by dipping into
future Social Security surpluses.

| have worked my entire professional life to
improve the fairness of the tax system—first in
Oregon and now as a member of the U.S.
House of Representatives. Unfortunately, the
proposal before us today represents a scatter-
shot collection of inefficient and poorly written
tax breaks. For example, the so-called “mar-
riage penalty reduction” gives further tax ben-
efits to those married couples who currently
pay less in taxes than they would as single
taxpayers anyway. Yet other couples, who
have lower incomes and do face a significant
“marriage penalty” will get no relief at all. In
total, this bill gives the top 2 percent of all tax-
payers an average tax cut $1,709 a year. The
160 million taxpayers who represent the work-
ing poor to the upper-middle income (about 60
percent of taxpayers) will only receive, on av-
erage, a $34 cut. This is unacceptable.

To make matters worse, rather than paying
for the cuts as required under our budget law,
the Republicans scheme targets the Social
Security surplus. We know the baby-boomers’
retirement is a serious threat to the federal
budget and economy in the near future. We
also know that we cannot assume our budget
surpluses are going to last. If a recession oc-
curs, our budget deficits would compound So-
cial Security’s long-term financing problems,
putting in jeopardy our ability to provide for the
millions of Americans who are counting on So-
cial Security to be there when they retire.

Perhaps we should not be surprised with
the content and timing of this scheme. After
all, this proposal is being put forth by the
same people who vowed to scrap the entire
tax code because it was too complex—only to
add 285 entirely new sections of tax code
through the passage of their 1997 Act. And, is
it just coincidence we are considering this
package five weeks before the November
elections? Rather than continue to play these
political games, it is time Congress made seri-
ous efforts to protect our Social Security sys-
tem and make the tax system more fair, rather
than just more complex.

Mr. BARRETT of Nebraska. Mr. Speaker,
building upon the success of last year's tax
bill, we bring additional tax relief to farmers
and ranchers.

In addition to benefitting from general provi-
sions increasing estate tax credits, the self-
employed health insurance deduction, expens-
ing, and limiting the marriage penalty, this bill
targets needed tax relief for millions of farmers
and their families.

Specifically, the bill permanently extends 3-
year income averaging—a popular accounting
tool that is needed in today’s volatile markets.

The bill also extends net operating loss
carryback provisions from 2 years to 5 years,
regardless of whether the producer resides in
a Presidentially declared disaster area.

And, finally, the bill clarifies that advanced
contract payments will not be taxable until
they are received. This should help producers
requesting supplemental payments this year
but do not receive them until next year.
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I'm pleased to add my support to this mod-
est, yet important tax relief measure for Ameri-
ca’s farmers and ranchers.

Mr. KOLBE. Mr. Speaker, today, | am
pleased to support another piece of legislation
which will let our constituents, especially our
middle class constituents, keep more of their
hard earned paychecks and savings. The
money we take as taxes belongs to those who
earn it, not to Congress. It is our duty to make
sure that we take only that money absolutely
necessary to carry out legitimate Federal Gov-
ernment activities. Our citizens know better
how to spend their funds than Washington bu-
reaucrats.

This bill doesn’t complete the job. It is just
another down payment—another bit of a
piecemeal approach, but in my view, allowing
those who earn the money to keep it is worth-
while whether it be piecemeal or a part of a
comprehensive plan to reform the tax code
which | hope we see on this floor in the near
future.

My Democrat colleagues are very disingen-
uous when they say we're raiding the Social
Security trust fund to pay for these tax cuts.
For 40 years, they raided the trust fund to pay
for new spending on programs that brought
power and taxes to Washington. Now that Re-
publicans have cut spending, given tax relief,
built a booming economy and accumulated
our first surplus in decades while still setting
aside funds to shore up that trust fund, we
hear them cry that we can't have tax cuts.
Since when is putting 90 percent of the sur-
plus to save Social Security and giving 10 per-
cent of it back to the people who pay taxes a
raid on Social Security?

Mr. Speaker, | am pleased to support mar-
riage penalty relief for 24 million couples. | am
pleased to let 68 million savers keep the first
$200 in interest on their savings accounts. |
am pleased to let 3.3 million self employed in-
dividuals deduct their health insurance pre-
miums just like big corporations. These steps
are not nearly enough, but they are steps in
the right direction. They are steps away from
bigger government and more spending. | urge
my colleagues to join me in supporting the
Taxpayer Relief Act of 1998.

Mr. GILMAN. Mr. Speaker, | rise today in
strong support of H.R. 4578, the Save Social
Security Act, and | urge my colleagues to sup-
port this worthy legislation.

The intent of this legislation is to establish a
new account in which surplus moneys from
the Social Security trust fund will be depos-
ited. In doing so, this will start to address the
long-term solvency of the Social Security Pro-

ram.

This bill designates $1.4 trillion of the sur-
plus to shoring up Social Security. This
amounts to 90 percent of the projected sur-
plus. The remaining 10 percent will be used
for providing tax relief for middle-class Ameri-
cans. The $1.4 trillion being set aside for So-
cial Security is more than sufficient to both
repay borrowed trust fund surpluses from pre-
vious years, as well as meet the demands that
will be placed on the system in the coming
decade.

While Social Security has been an unparal-
leled success over the past 60 years, its future
is being driven by negative demographic
trends. The Baby Boomer generation is near-
ing retirement and subsequent generations are
not large enough to subsidize the boomers’
projected demands on the Social Security sys-
tem.
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Current projections show that the Social Se-
curity system will start paying out more in ben-
efits than it receives in contributions by the
year 2013. This incoming/outgoing ratio will
gradually worsen until the program reaches in-
solvency in 2032.

The problems facing Social Security are not
immediate. However, the longer we wait to
make reforms, the more painful those reforms
will be.

It is important to address this subject while
our window of opportunity remains open. Fur-
thermore, Congress needs to do this in a
manner that is above politics. The subject of
Social Security reform is far too important to
be influenced by partisan politics.

Accordingly, Mr. Speaker, Social Security
has played a vital role in our Nation's success
and prosperity this century. | urge my col-
leagues to support this worthy legislation to
ensure that it continues to do so long into the
future.

Mr. DAVIS of Florida. Mr. Speaker, | rise
today in opposition to H.R. 4579, this year's
Taxpayer Relief Act and in support of the
Democratic alternative which includes all of
the tax cuts in the Republican bill but which
commits Congress to saving Social Security
first.

Today's debate is not about whether we
support tax cuts. Most of the provisions in this
bill are supported by a broad bi-partisan ma-
jority of this House. Rather, today we are de-
bating whether this House is going to abandon
the fiscal discipline which has been instrumen-
tal in balancing the budget and whether we
are going to commit to reserving the projected
surpluses until we have addressed the long-
term solvency of Social Security.

The rule adopted yesterday flies in the face
of fiscal discipline by waiving the pay-as-you-
go budget rule for this tax bill. PAYGO forces
Congress to identify specific offsets for new
spending or tax cut initiatives. PAYGO was
adopted precisely because of the tremendous
temptations that exist here in Washington to
dole out election-year spending or tax cuts.
We need only to look back to the days before
PAYGO to see what happens when these
temptations go unchecked—deficit spending
and a massive Federal debt.

Finally, this year, for the first time in 30
years, we have eliminated the budget deficit
and have the first surplus in three decades.
Now, before the ink is even dry, the Repub-
licans are abandoning budget discipline and
proposing tax cuts, just weeks before an elec-
tion, paid for only with the projected budget
surpluses which may or may not materialize.
This is simply irresponsible.

Yes, the tax cuts included in this package
are popular and meritorious. | support reduc-
ing the marriage penalty in the Tax Code, in-
creasing the deductibility of health insurance
for the self-employed, raising the Social Secu-
rity earnings limit, creating additional “renewal
communities,” raising the private activity bond
cap, and many of the other provisions in-
cluded in this package. There is, however, a
right way and a wrong way to provide addi-
tional tax relief.

Last year, as part of the bipartisan balanced
budget agreement, we enacted tax cuts the
right way. When we passed $149 billion of tax
cuts in the Taxpayer Relief Act of 1997, which
| voted for, we identified specific offsets includ-
ing a combination of spending cuts and reve-
nue raisers allowing us to provide responsible
tax relief.
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This year, the Republicans have proposed
tax cuts the wrong way. This $80 billion tax
cut bill is not paid for and requires a special
waiver from budget rules just to be brought up
on the floor of the House. There are no off-
sets, no identified cuts, and instead Repub-
licans propose using the projected surpluses
which are comprised entirely of surpluses in
the Social Security trust fund. On the other
hand, the Democratic alternative, which | sup-
port, will enact each and every one of the tax
cuts in this bill but will postpone enactment
until after Congress has addressed the long-
term solvency of Social Security.

Today, Congress should be reaffirming its
commitment to fiscal discipline. Unfortunately,
this bill sends a signal to the world markets
that Congress is perfectly willing to waive
budget process rules and revert back to the
days of fiscal irresponsibility. | urge all of my
colleagues to vote against this unwise bill
which undermines the budget process and
sets a terrible precedent for the future.

Mr. DAVIS of Florida. Mr. Speaker, | rise
today in strong opposition to this rule which
not only allows Congress to drain the first
budget surplus in thirty years, but also, and
perhaps more importantly, abandons the fiscal
discipline which has been critical in achieving
a balanced budget. This rule allows for the
consideration of two bills addressing Social
Security and tax cuts. While | will speak at
greater length about the shortcomings of these
two proposals, | want to focus my comments
today on the procedure which | believe sets a
dangerous precedent for this House.

This rule flies in the face of the fiscal dis-
cipline which has been instrumental in bringing
our budget into balance. The project surpluses
in the unified budget, which exist solely be-
cause of the surpluses in the Social Security
trust fund, are primarily the result of budget
rules and budget discipline which has forced
Congress to make tough decisions.

We all know the temptations that exist to
spend money up here in Washington. This
year's massive transportation bill is a testa-
ment to the powers of the purse. | opposed
the House version of that bill precisely be-
cause it did not identify adequate offsets for
the new spending and threatened to drain a
portion of the projected surplus.

We also know how tempting it is to dole out
tax cuts, particularly just two months before an
election. While | support many of the tax cuts
included in the bill brought up under this rule,
as with the transportation bill, I will not support
it until offsets are identified.

To curb these temptations which, when left
unchecked, led to massive deficits and a na-
tional debt of over $5 trillion, Congress en-
acted tough budget rules. Among these rules
is the so-called Pay-As-You-Go rule or
PAYGO which forces us to identify offsets for
each new spending or tax cut proposal. The
rule before us today waives this requirement
and allows Congress to cut taxes using as an
offset the projected surpluses which may or
may not materialize.

Given the growing uncertainties of the glob-
al economy, now is not the time to abandon
fiscal responsibility. Instead, we should be
building up the budget surpluses, retiring a
portion of the massive federal debt, address-
ing the long-term solvency of Social Security,
and conforming to the budget rules which
were renewed just last year as part of the Bal-
anced Budget Act.
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Today, Congress should be reaffirming its
commitment to fiscal discipline. Unfortunately,
this rule sends a signal to the world markets
that Congress is perfectly wiling to waive
budget process rules and revert back to the
days of fiscal irresponsibility. | urge all of my
colleagues to vote against this unwise rule
which undermines the budget process and
sets a terrible precedent for the future.

Mr. VISCLOSKY. Mr. Speaker, | rise today
to give my support to protecting 100 percent
of the Social Security Trust Fund and not
using any of the projected surplus for tax cuts
at this time. For over sixty years, Social Secu-
rity has stood as one of our Nation’s greatest
success stories, providing all Americans with a
basic level of retirement security.

Social Security is a contract between the
citizens of the U.S. and their government. The
people in this country are entitled to know that
in retirement they will have security, live in
dignity, and be provided with health care.
Today, two-thirds of retirees in this nation de-
pend upon Social Security to provide over half
of their annual income. Our constituents
should know that we, as the leaders of this
country, are looking out for not only their fu-
ture, but the future of their children. A vital re-
quirement for protecting that future is saving
Social Security first. Our constituents should
be able to trust that their contributions to the
Social Security Trust Fund are being used as
intended.

| am opposed to cutting Social Security in
order to provide tax cuts to those with higher
incomes. As lawmakers, we owe it to the
country to provide for the long-term fiscal
health of Social Security and other Federal re-
tirement programs, and to ensure that these
programs are available to future generations
of Americans without increasing the payroll
tax.

Some have suggested we should enact a
series of major tax cuts in anticipation of the
projected budget surplus. What these individ-
uals neglect to point out is that almost all of
the money to pay for their tax cuts would be
drawn out of the Social Security Trust Fund
and other Federal trust funds—trust funds that
should be preserved for their intended uses.
The best tax cut we can give to the American
family is a truly balanced Federal budget. A
balanced budget will lead to lower interest
rates and strong economic growth. | am firmly
committed to a balanced budget—a budget
that protects Social Security for future genera-
tions.

In closing, let me say that the question of
how to approach any budget surplus is one of
the most important issues facing this country.
| believe we should resist calls to spend the
projected surplus and consider our options
very carefully. Balancing the Federal budget
and keeping it balanced should continue to be
one of this country’s top priorities, and you
can be assured that | remain absolutely com-
mitted to accomplishing these goals. We owe
it to our constituents, our children, and our-
selves to save Social Security.

Mr. POSHARD. Mr. Speaker, | rise in oppo-
sition to H.R. 4579 today, despite the fact that
it contains many provisions | have long sup-
ported. During our pursuit of a balanced budg-
et | have advocated for accomplishing that
goal, and then proceeding to consider possible
tax cuts. | did vote for the Balanced Budget
Act (BBA) of 1997, which included tax cuts,
because it became obvious that if tax cuts
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were not a part of that package we would
have remained gridlocked. Now that we have
leveled the books for this fiscal year, with a
surplus that is yet to be determined, it is not
the time to abandon the fiscal responsibility
that got us to this point. | am for accelerating
the estate tax relief in the BBA and other pro-
visions to help our farmers. | am for the 100%
deductibility of health insurance costs for the
self-employed. | am for incentives for commu-
nity renewal in our urban areas, and for ad-
dressing the infrastructure needs of our
schools. | will vote for them as part of the
Rangel substitute, which | have cosponsored.
But | will not vote for endangering the Social
Security system. H.R. 4579 is not a credible
way to ensure that the money the citizens of
this country are putting away for tomorrow is
there when they need it. We see the letters in
our offices everyday from our seniors and the
family members that help care for them—pro-
tect social security. It is a principle worth de-
fending.

Last year we stood at a critical point in this
institution’s history. We came together in a bi-
partisan way to enact legislation that ad-
vanced goals that were dear to both sides.
And overall, it has been a successful effort.
We are at a similar point today. Let us be
careful as to how we proceed. The Rangel
substitute offers tax breaks and a solvent So-
cial Security program. These area goals on
which we should all agree. | urge my col-
leagues to support this legislation, and oppose
H.R. 4579.

Mr. CRANE. Mr. Speaker, | rise in support
of the Taxpayer Relief Act of 1998.

| am particularly proud of the fact that this
tax cut measure is the first in our new era of
surpluses in the federal budget. | have advo-
cated that we in Congress use the budget sur-
plus for debt reduction and tax relief, but not
for more spending. The Taxpayer Relief Act of
1998 and the accompanying Save Social Se-
curity Act do just that. While protecting the
budget surplus from Washington’s big spend-
ers, we are using 10 percent of the surplus for
valuable tax cuts now while reserving 90 per-
cent to committing to the protection of Social
Security for the future.

While | would have preferred more tax relief
for Americans, this modest bill packs a great
deal of punch. For example, the bill centers on
a proposal which begins our attack on the
marriage tax penalty by increasing the stand-
ard deduction for married couples. America’s
seniors will also see benefits as this bill raises
the Social Security earnings limit. Our military
personnel will benefit from a provision which
makes it easier for them to sell their home
when they are forced to move in the course of
their service to our country.

This tax bill includes several proposals that
| have advocated for years and that small
businesses have been yearning for—including
the ability for the self-employed to deduct 100
percent of their health insurance. The estate
or death tax relief from last year's tax cut bill
will be accelerated so that family-owned busi-
nesses can take advantage of this relief start-
ing next year.

The Taxpayer Relief Act begins the process
of simplifying the tax code. By providing the
marriage penalty relief, an exclusion from
taxes on small amounts of interest and divi-
dend income and by adjusting the alternative
minimum tax rules, millions of Americans will
have a much easier time filing their taxes.
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As Chairman of the Ways and Means Trade
Subcommittee, | want to make particular men-
tion of the extension of the Generalized Sys-
tem of Preferences or GSP made possible in
this bill. GSP is a valuable program that as-
sists developing countries with trade rather
than foreign aid—a concept | heartily endorse.

In contrast to the Republican plan of utilizing
the budget surplus for debt reduction, tax relief
and preserving Social Security, the Democrats
want to spend the budget surplus now and
postpone tax cuts for an indefinite time. The
Democrat plan would prevent tax relief to mar-
ried couples, small businesses and America’s
seniors. Their cries as protectors of the Social
Security trust funds should ring hollow in light
of their decades of fiscal irresponsibility when
they controlled the House as the majority. |
urge my colleagues to reject the Democrat
plan.

| commend Chairman ARCHER on his efforts
in crafting this bill, look forward to providing
more tax relief to Americans next year and
urge my colleagues to support H.R. 4579.

Mr. PACKARD. Mr. Speaker, | rise today in
support of H.R. 4579, The Taxpayer Relief Act
of 1998. This legislation will allow American
families to keep more of their hardearned
money.

The Taxpayer Relief Act, or the “90-10
Plan,” will return 10 percent of the anticipated
budget surplus, which is currently projected at
$1.5 trillion over the next five years, to the
hardworking families of America, while auto-
matically designating the remaining 90% to
protect and strengthen Social Security. Amer-
ican taxpayers are already grossly overtaxed,
Washington does not need more of their hard-
earned money.

The Taxpayer Relief Act is aimed at benefit-
ing everyone who earns a paycheck. This leg-
islation will provide relief from the marriage
penalty tax, reduces taxes on savings, sim-
plifies tax forms and eliminates penalties for
military personnel whose call of duty often re-
quires them to sell their homes and relocate.

Mr. Speaker, the budget surplus belongs to
the American taxpayer, not to Washington bu-
reaucrats. Families have a right to keep their
money, and H.R. 4579 will allow them to do
just that. If we can't give Americans a tax
break when we are running a $1.5 trillion sur-
plus, then when can we? The time to cut
taxes and save Social Security is now. | urge
my colleagues to support H.R. 4579.

Mr. COSTELLO. Mr. Speaker, | rise today in
strong opposition to HR 4579, the “Taxpayer
Relief Act”.

The tax cut bill approved by the House
Ways and Means Committee violates budget
rules that bar the use of the expected budget
surplus to fund tax cuts. It is irresponsible fis-
cal policy by the Republican leadership to pro-
pose using 10 percent of the Social Security
Trust Fund for tax cuts.

Mr. Speaker, it is unconscionable to provide
a tax cut from the proposed surplus of which
98 percent is generated by payroll taxes from
Social Security. A surplus that would not even
be there without the Social Security Trust
Fund! In fact, if it wasn't for Social Security,
the federal budget would have an estimated
deficit of $137 billion over the next 5 years.

| have cosponsored and | support legislation
to eliminate the marriage tax penalty, provide
100 percent deductibility for self-employed in-
surance, and provide education and child care
tax credits. However, this legislation is not the
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way to cut taxes. | want cuts to be made in
a fair and equitable manner that will not ad-
versely affect the Social Security Trust Fund.

| urge my colleagues to vote against this
legislation and instead support the Democratic
Substitute which includes all of the tax cuts
contained in the Republican bill without using
the Social Security surplus.

Mr. KNOLLENBERG. Mr. Speaker, with the
federal government projected to run a budget
surplus that exceeds $1.6 trillion over the next
10 years, Congress has an historic opportunity
to save Social Security and provide some
much-needed tax relief.

| urge my colleagues to support Chairman
ARCHER's 90-10 proposal. Yesterday, we
passed the Save Social Security Act which
sets aside 90 percent of the budget surplus to
save Social Security. Today, we will return the
additional 10% to hardworking taxpayers. We
can do both.

They are not mutually exclusive.

With the average family still paying more in
taxes than it spends on housing, food, and
clothing combined, we have an obligation to
cut taxes for working American families.

The centerpiece of Chairman ARCHER’S tax
cut mirrors a provision | introduced last year
that would increase the standard deduction for
married couples so that it equals twice the
amount of the standard deduction provided to
single taxpayers.

Mr. Speaker, the federal government should
honor the institution of marriage, not penalize
it by imposing higher taxes on married cou-
ples. This is a major step forward in the effort
to eliminate the marriage penalty from the tax
code.

Chairman ARCHER'’s bill also includes tax re-
lief for seniors and self-employed workers.
And it accelerates the estate tax relief we
passed last year.

Mr. Speaker, the same Republican Con-
gress that balanced the budget, reformed wel-
fare, saved Medicare, and provided the first
tax cut since 1981 is going to save Social Se-
curity and provide the American people with
the additional tax relief they deserve.

| urge my colleagues to stand up for over-
taxed Americans and reject the misleading
rhetoric emanating from those who want to in-
crease the size and power of the federal gov-
ernment.

Vote no on the Rangel substitute. Vote yes
for the base bill.

Mr. ETHERIDGE. Mr. Speaker, | rise in
strong opposition to this Republican raid on
Social Security.

Millions of American families in my district
and across the country depend on Social Se-
curity for their economic survival in their retire-
ment years. Without Social Security, the ma-
jority of our older citizens would fall into pov-
erty. This bill would imperil the Social Security
Trust Fund, and | urge my colleagues to vote
against it.

Let me state clearly that | support tax relief.
The burden of taxation on America’s families
and our country's businesses needs to be re-
duced substantially. The very first bill | intro-
duced as a Member of this House provides re-
lief from the inheritance tax for family farmers
and small businesses, and | am tremendously
proud that last year's bipartisan balanced
budget included similar provisions. | also
strongly support the bill's tax relief for Ameri-
ca’s families who are struggling to pay for col-
lege education, which holds the key to the
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American dream. | have introduced legislation
to provide tax credits to help local commu-
nities afford to build new schools to relieve
overcrowding, reduce class sizes and improve
education. And | support many of the specific
tax cuts contained in this bill.

But fiscal responsibility demands that we
pay for any revenue losses, and this bill utterly
fails to meet that standard. For thirty years,
Washington politicians irresponsibly mort-
gaged our nation’s future by running up a $5.5
trillion debt. | sought this office to help put our
fiscal house in order and restore the promise
of the future for working American families.
Last year, this Congress finally stood up for
America’ values by balancing the budget for
the first time in a generation. This bill violates
those values and puts Social Security at risk
to finance an election-eve tax cut.

| urge my colleagues to exert the courage to
oppose this political gimmick that threatens
Social Security, our senior citizens and Ameri-
ca's future prosperity.

Mr. RAMSTAD. Mr. Speaker, yesterday we
took steps to bank 90 percent of the budget
surplus to save Social Security. Today we will
give back a small portion to help people who
gave us the surplus in the first place—Amer-
ican taxpayers.

The marriage penalty tax relief will help 24
million American couples—875,000 people in
my home state of Minnesota alone. Seniors
will be able to earn more before the govern-
ment confiscates their social security pay-
ments. Countless farmers and small busienss
entrepreneurs need our help with estate taxes,
health insurance costs and expensing. Farm-
ers need the added relief of permanent in-
come averaging, an expanded Net Operating
Loss carryback period and market transition
payment help.

And aside from the tax relief in real dollar
terms, we provide needed tax simplification.
Fewer Americans will have to itemize because
of the doubled standard deduction for married
taxpayers. Millions of other Americans will be
able to fill out a simple EZ form because of
the small interest and dividend exemption—a
provision that will help 1.4 million Minnesotans
keep more of their savings. And many more
Amercians will be spared from paying death
taxes and making the excruciating calculations
required by the Alternative Minimum Tax.

This bill also provides critical assistance for
school districts and state and local govern-
ments through the school construction bond
provisions and the increase in the private ac-
tivity bonding cap. The community renewal
provisions will provide hope to desperately
hurting communities.

We also extend expiring provisions crucial
for American competitiveness, for charitable
giving, and for moving Americans off welfare
and into the workforce.

Mr. Speaker, the government is taking more
taxes from Americans today than at any time
in U.S. history. Families know better what to
do with their own money than the federal gov-
ernment. It's time to let the taxpayers who
need it most to keep more of what they earn.

Mr. STEARNS. Mr. Speaker, in the “90-10
tax cut” Mr. ARCHER uses 10% of the pro-
jected surplus to provide relief to farmers,
married couples, seniors, small businesses,
savings account-holders, and students, while
preserving 90% of the surplus of Social Secu-
rity. Ideally, 1 would favor funding Mr. AR-
CHERS'’s tax cuts by eliminating wasteful pro-
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grams in the budget. They are money pro-
grams we could eliminate to reduce spending,
such as: $3,500,000 for facilities at Delaware
Water Gap National Recreation Area,
$3,000,000 for the International Fertilizer De-
velopment Center (IFDC), and $250,000 for
production of ammunition guides by the ATF.

However, the 90/10 plan achieves and im-
portant goal—this bill eliminates oppressive
tax code sections while preventing wasteful
surplus spending.

The surplus belongs to the taxpayers, not
Washington. This money should be returned
to Americans as Social Security funds and tax
cuts.

Twenty-one million Americans are slapped
with an average of $1,400 in higher taxes
every year because of the marriage penalty.
H.R. 4579 amends the tax code to make the
schedule of standard deductions allowed for
single and married taxpayers more equitable—
and effectively ends the “marriage penalty.”

The bill supports community renewal by au-
thorizing 20 tax incentives for communities.
Tax incentives such as the Work Opportunity
Tax Credit and the R&E Tax Credit would be
extended. Military personnel would receive tax
relief—it would be easier for them to qualify
for the exclusion of gain on the sale of a home
under the bill. Education and infrastructure
would be improved with greater participation in
privately pre-paid tuition plans, relaxing the ar-
bitrage rebate, and increasing private activity
bonds caps.

Mr. Speaker, with all of these benefits going
to deserving, hard-working Americans, | sup-
port H.R. 4579. Americans want and deserve
a break—Ilet’s give it to them.

Mr. KLECZKA. Mr. Speaker, | rise in opposi-
tion to this irresponsible election year tax bill.
An $80 billion tax cut that is not paid for with
spending reductions and coming just 40 days
before the election is a very transparent elec-
tion year gimmick.

While | certainly do not object to prudent re-
ductions in taxes, | am opposed to tax cuts
that are paid for with the projected budget sur-
plus. In 1991, Congress and the Administra-
tion came together in a bipartisan manner to
enact a set of tough, but fair, rules in order to
bring the government’s finances in order. Sim-
ply put, these rules require that any reduction
in taxes must be paid for by an equal reduc-
tion in spending or increase in taxes. In an
overwhelmingly bipartisan vote in last year's
balanced budget legislation, Congress re-af-
firmed those rules. | supported the rules then,
and | support them now.

The bill before us today completely ignores
those rules. Instead of making the tough
choices by cutting wasteful spending or clos-
ing inappropriate loopholes in the tax code to
pay for the tax cut, the Republican leadership
has brought before us a bill that would reck-
lessly spend a portion of the projected budget
surplus on tax cuts.

But first let me remind my colleagues that
the surplus does not yet exist. The surplus is
simply a result of complex economic assump-
tions that could change without notice. Accord-
ing to the Congressional Budget Office, a re-
cession similar to the one our nation endured
in 1990 and 1991 would wipe out the pro-
jected surplus for years to come. A recession,
combined with tax cuts that were not paid for,
could very easily return our nation to a period
of crippling deficits just when our government
finances have been brought into order.
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Moreover, the projected budget surplus is
almost completely a result of the surplus in
Social Security. If the surplus in Social Secu-
rity was excluded from the federal budget, our
government would still have a deficit of $40
billion this year and would not have a period
of prolonged surpluses until 2005. This fact
was recently pointed out by the non-partisan
budget watchdog group, the Concord Coali-
tion, when they said, “Without dipping into
funds earmarked for Social Security, there is
no budget surplus to spend.” By spending 10
percent of the projected surplus on tax cuts,
this legislation increases the amount of reve-
nue we will need to ensure the solvency of
Social Security.

Before we rush to fritter away the projected
surplus, it should be our top priority to ensure
the long-term financial health of our nation’s
Social Security program. The alternative,
which | support, would provide the very same
tax cuts in the Republican bill. However, there
is an important distinction in the alternative—
the tax cuts would not go into effect until a
long-term solution to Social Security is en-
acted.

That is a reasonable solution. It is my hope
that Congress and the Administration will act
in a bipartisan manner early next year to en-
sure that Social Security is able to honor its
obligations for future generations. If we can do
that, Americans will have the best of both
worlds—a secure financial future and tax cuts.

Mr. Speaker, to enact a tax cut bill that is
paid for with the projected surplus is a reck-
less and desperate election year gimmick by
the Republican leadership. Our senior citizens
know the value of Social Security—they have
been through the Great Depression and they
know the importance of saving for the future.
The American public will see through this thin-
ly-veiled election year sham. Let's save Social
Security first!

Mr. GILMAN. Mr. Speaker, | rise today in
support of H.R. 4579, the Taxpayer Relief Act
of 1998.

On April 28, 1998, the President said
“Above all, let me say again, we must save
every penny of any budget surplus of any size
until we have strengthened Social Security
* * * | will resist any proposals that would
squander the budget surplus, whether on new
spending programs or new tax cuts, until So-
cial Security is strengthened for the long-term.
Once more | will insist that we save Social Se-
curity first.”

Yet, the President has failed to tell the
American people that he has already agreed
to spend the surplus on Bosnia, and has nu-
merous new spending programs in his budget
that are unpaid. In addition, the surplus at the
time of his remarks was expected to run at
about $600 billion, instead of the now $1.6 tril-
lion surplus.

| agree with those who have called on the
Congress to save Social Security and that is
precisely why | supported H.R. 4578, a bill
setting aside $1.4 trillion of the surplus, or
more than twice the amount the President pro-
posed to save, until Social Security can be
saved.

According to the Congressional Budget Of-
fice, the deficit has become a surplus because
income taxes are up by $600 billion and Gov-
ernment spending is down by $700 billion,
thanks to the 1997 balanced budget agree-
ment, and the hard work of working American
families.
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Isn’'t it about time that hard working Amer-
ican families get something back for their ef-
forts in helping to attain this current surplus.
After all the surplus is a direct result of in-
creasing tax receipts, not from Social Security
as some would have us believe.

The Taxpayer Relief Act will amend the Tax
Code to make the schedule of standard de-
ductions allowed for single and married tax-
payers more equitable, effectively ending the
“marriage penalty” inherent in the current tax
code; raises the earning limits for seniors who
receive Social Security benefits and are be-
tween full retirement age and 70 years of age
to $39,750 in 2008; makes permanent current
law provisions which allow farmers to combine
their annual taxable income for three years,
taking the average of that sum to compute
their tax liability for a current tax year; reduces
the “death tax”; and important tax reductions
aimed at the lower and middle class.

The choice is simple. Allow the President
and Congress to continue to spend the money
of hard working Americans or give back the
money that they have earned.

If Congress and the President are unable to
support allowing American families to keep the
money they have earned now, during a $1.6
trillion surplus, then when can families expect
Washington to do the right thing.

Accordingly, | urge all of my colleagues to
vote for the Taxpayer Relief Act of 1998.

The SPEAKER pro tempore. All time
for general debate has expired.

AMENDMENT NO. 1 IN THE NATURE OF A
SUBSTITUTE OFFERED BY MR. RANGEL

Mr. RANGEL. Mr. Speaker, | offer
Amendment No. 1 in the nature of a
substitute, made in order under the
rule.

The SPEAKER pro tempore. The
Clerk will designate the amendment in
the nature of a substitute.

The text of the amendment in the na-
ture of a substitute is as follows:

Amendment No. 1 in the nature of a sub-
stitute offered by Mr. RANGEL:

Strike all after the enacting clause and in-
sert the following:

SECTION 1. SHORT TITLE, ETC.

(@) SHORT TITLE.—This Act may be cited as
the “Taxpayer Relief Act of 1998"".

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) TABLE OF CONTENTS.—

Sec. 1. Short title, etc.

TITLE I—PROVISIONS PRIMARILY
AFFECTING INDIVIDUALS AND FAMILIES
Subtitle A—General Provisions
Sec. 101. Elimination of marriage penalty in
standard deduction.

Sec. 102. Exemption of certain interest and
dividend income from tax.

Sec. 103. Nonrefundable personal credits al-
lowed against alternative mini-
mum tax.

Sec. 104. 100 percent deduction for health in-
surance costs of self-employed
individuals.

Sec. 105. Special rule for members of uni-

formed services and Foreign
Service in determining exclu-
sion of gain from sale of prin-
cipal residence.
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Sec. 106. $1,000,000 exemption from estate
and gift taxes.
Subtitle B—Provisions Relating to
Education
Sec. 111. Eligible educational institutions
permitted to maintain qualified
tuition programs.
Sec. 112. Modification of arbitrage rebate
rules applicable to public
school construction bonds.

Subtitle C—Provisions Relating to Social

Security
Sec. 121. Increases in the social security
earnings limit for individuals
who have attained retirement

age.
Sec. 122. Recomputation of benefits after
normal retirement age.
TITLE II—PROVISIONS PRIMARILY AF-
FECTING FARMING AND OTHER BUSI-
NESSES

Subtitle A—Increase in Expense Treatment
for Small Businesses

Sec. 201. Increase in expense treatment for
small businesses.
Subtitle B—Provisions Relating to Farmers
Sec. 211. Income averaging for farmers made
permanent.
Sec. 212. 5-year net operating loss carryback
for farming losses.
Sec. 213. Production flexibility
payments.
Subtitle C—Increase in Volume Cap on
Private Activity Bonds
Sec. 221. Increase in volume cap on private
activity bonds.
TITLE HI—EXTENSION AND MODIFICA-
TION OF CERTAIN EXPIRING PROVI-
SIONS

contract

Subtitle A—Tax Provisions

301. Research credit.

302. Work opportunity credit.

303. Welfare-to-work credit.

304. Contributions of stock to private
foundations; expanded public
inspection of private founda-
tions’ annual returns.

305. Subpart F exemption for active fi-
nancing income.

Subtitle B—Generalized System of

Preferences

311. Extension of Generalized System of

Preferences.

TITLE IV—REVENUE OFFSET

401. Treatment of certain deductible
liquidating distributions of reg-

Sec.
Sec.
Sec.
Sec.

Sec.

Sec.

Sec.

ulated investment companies
and real estate investment
trusts.
TITLE V—TECHNICAL CORRECTIONS
Sec. 501. Definitions; coordination with
other titles.
Sec. 502. Amendments related to Internal

Revenue Service Restructuring
and Reform Act of 1998.

Sec. 503. Amendments related to Taxpayer
Relief Act of 1997.

Sec. 504. Amendments related to Tax Re-
form Act of 1984.

Sec. 505. Other amendments.

TITLE VI—AMERICAN COMMUNITY
RENEWAL ACT OF 1998

Short title.

Designation of and tax incentives
for renewal communities.

Extension of expensing of environ-
mental remediation costs to re-
newal communities.

Extension of work opportunity tax
credit for renewal communities

Conforming and clerical amend-
ments.

Sec. 601.
Sec. 602.

Sec. 603.

Sec. 604.

Sec. 605.
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Sec. 606. Evaluation and reporting require-
ments.

TITLE VII—-TAX REDUCTIONS CONTIN-
GENT ON SAVING SOCIAL SECURITY

Sec. 701. Tax reductions contingent on sav-
ing social security.

TITLE I—PROVISIONS PRIMARILY
AFFECTING INDIVIDUALS AND FAMILIES
Subtitle A—General Provisions
SEC. 101. ELIMINATION OF MARRIAGE PENALTY

IN STANDARD DEDUCTION.

(a) IN GENERAL.—Paragraph (2) of section
63(c) (relating to standard deduction) is
amended—

(1) by striking ““$5,000"" in subparagraph (A)
and inserting ‘“twice the dollar amount in ef-
fect under subparagraph (C) for the taxable
year”’,

(2) by adding ‘“‘or’’ at the end of subpara-
graph (B),

(3) by striking ““in the case of’’ and all that
follows in subparagraph (C) and inserting “‘in
any other case.”’, and

(4) by striking subparagraph (D).

(b) ADDITIONAL STANDARD DEDUCTION FOR
AGED AND BLIND TO BE THE SAME FOR MAR-
RIED AND UNMARRIED INDIVIDUALS.—

(1) Paragraphs (1) and (2) of section 63(f)
are each amended by striking ““$600"” and in-
serting ““$750"".

(2) Subsection (f) of section 63 is amended
by striking paragraph (3) and by redesignat-
ing paragraph (4) as paragraph (3).

(c) TECHNICAL AMENDMENTS.—

(1) Subparagraph (B) of section 1(f)(6) is
amended by striking ‘“‘(other than with’’ and
all that follows through ‘‘shall be applied”
and inserting ‘‘(other than with respect to
sections 63(c)(4) and 151(d)(4)(A)) shall be ap-
plied”.

(2) Paragraph (4) of section 63(c) is amend-
ed by adding at the end the following flush
sentence:

“The preceding sentence shall not apply to
the amount referred to in paragraph (2)(A).”’
(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.
SEC. 102. EXEMPTION OF CERTAIN INTEREST
AND DIVIDEND INCOME FROM TAX.

(@) IN GENERAL.—Part Il of subchapter B
of chapter 1 (relating to amounts specifically
excluded from gross income) is amended by
inserting after section 115 the following new
section:

“SEC. 116. PARTIAL EXCLUSION OF DIVIDENDS
AND INTEREST RECEIVED BY INDI-
VIDUALS.

““(a) EXcLUSION FROM GROSS INCOME.—
Gross income does not include dividends and
interest received during the taxable year by
an individual.

““(b) LIMITATIONS.—

“(1) MAXIMUM AMOUNT.—The aggregate
amount excluded under subsection (a) for
any taxable year shall not exceed $200 ($400
in the case of a joint return).

““(2) CERTAIN DIVIDENDS EXCLUDED.—Sub-
section (a) shall not apply to any dividend
from a corporation which, for the taxable
year of the corporation in which the dis-
tribution is made, or for the next preceding
taxable year of the corporation, is a corpora-
tion exempt from tax under section 501 (re-
lating to certain charitable, etc., organiza-
tion) or section 521 (relating to farmers’ co-
operative associations).

““(c) SPECIAL RULES.—For purposes of this
section—

‘(1) EXCLUSION NOT TO APPLY TO CAPITAL
GAIN DIVIDENDS FROM REGULATED INVESTMENT
COMPANIES AND REAL ESTATE INVESTMENT
TRUSTS.—

“For treatment of capital gain dividends,
see sections 854(a) and 857(c).
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““(2) CERTAIN NONRESIDENT ALIENS INELI-
GIBLE FOR EXCLUSION.—In the case of a non-
resident alien individual, subsection (a) shall
apply only—

“(A) in determining the tax imposed for
the taxable year pursuant to section 871(b)(1)
and only in respect of dividends and interest
which are effectively connected with the
conduct of a trade or business within the
United States, or

“(B) in determining the tax imposed for
the taxable year pursuant to section 877(b).

““(3) DIVIDENDS FROM EMPLOYEE STOCK OWN-
ERSHIP PLANS.—Subsection (a) shall not
apply to any dividend described in section
404(k).”

(b) CONFORMING AMENDMENTS.—

(1)(A) Subparagraph (A) of section 135(c)(4)
is amended by inserting ‘‘116,”” before “*137"".

(B) Subsection (d) of section 135 is amended
by redesignating paragraph (4) as paragraph
(5) and by inserting after paragraph (3) the
following new paragraph:

““(4) COORDINATION WITH SECTION 116.—This
section shall be applied before section 116.”’

(2) Paragraph (2) of section 265(a) is amend-
ed by inserting before the period “‘, or to pur-
chase or carry obligations or shares, or to
make deposits, to the extent the interest
thereon is excludable from gross income
under section 116”".

(3) Subsection (c) of section 584 is amended

by adding at the end thereof the following
new flush sentence:
“The proportionate share of each participant
in the amount of dividends or interest re-
ceived by the common trust fund and to
which section 116 applies shall be considered
for purposes of such section as having been
received by such participant.”

(4) Subsection (a) of section 643 is amended
by redesignating paragraph (7) as paragraph
(8) and by inserting after paragraph (6) the
following new paragraph:

“(7) DIVIDENDS OR INTEREST.—There shall
be included the amount of any dividends or
interest excluded from gross income pursu-
ant to section 116.”

(5) Section 854(a) is amended by inserting
‘“‘section 116 (relating to partial exclusion of
dividends and interest received by individ-
uals) and’ after ‘“For purposes of”’.

(6) Section 857(c) is amended to read as fol-
lows:

‘() RESTRICTIONS APPLICABLE TO Divi-
DENDS RECEIVED FROM REAL ESTATE INVEST-
MENT TRUSTS.—

‘(1) TREATMENT FOR SECTION 116.—For pur-
poses of section 116 (relating to partial exclu-
sion of dividends and interest received by in-
dividuals), a capital gain dividend (as defined
in subsection (b)(3)(C)) received from a real
estate investment trust which meets the re-
quirements of this part shall not be consid-
ered as a dividend.

““(2) TREATMENT FOR SECTION 243.—For pur-
poses of section 243 (relating to deductions
for dividends received by corporations), a
dividend received from a real estate invest-
ment trust which meets the requirements of
this part shall not be considered as a divi-
dend.”

(7) The table of sections for part 111 of sub-
chapter B of chapter 1 is amended by insert-
ing after the item relating to section 115 the
following new item:

““‘Sec. 116. Partial exclusion of dividends and
interest received by individ-
uals.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 103. NONREFUNDABLE PERSONAL CREDITS
ALLOWED AGAINST ALTERNATIVE
MINIMUM TAX.

(a) IN GENERAL.—Subsection (a) of section

26 is amended to read as follows:
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‘““(@) LIMITATION BASED ON AMOUNT OF
TAxX.—The aggregate amount of credits al-
lowed by this subpart for the taxable year
shall not exceed the sum of—

‘(1) the taxpayer’s regular tax liability for
the taxable year, and

““(2) the tax imposed for the taxable year

by section 55(a).
For purposes of applying the preceding sen-
tence, paragraph (2) shall be treated as being
zero for any taxable year beginning during
1998."".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (d) of section 24 is amended
by striking paragraph (2) and by redesignat-
ing paragraph (3) as paragraph (2).

(2) Section 32 is amended by striking sub-
section (h).

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1997.

SEC. 104. 100 PERCENT DEDUCTION FOR HEALTH
INSURANCE COSTS OF SELF-EM-
PLOYED INDIVIDUALS.

(a) IN GENERAL.—Paragraph (1) of section
162(1) (relating to special rules for health in-
surance costs of self-employed individuals) is
amended to read as follows:

‘(1) ALLOWANCE OF DEDUCTION.—In the case
of an individual who is an employee within
the meaning of section 401(c)(1), there shall
be allowed as a deduction under this section
an amount equal to 100 percent of the
amount paid during the taxable year for in-
surance which constitutes medical care for
the taxpayer, his spouse, and dependents.”’

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 105. SPECIAL RULE FOR MEMBERS OF UNI-
FORMED SERVICES AND FOREIGN
SERVICE IN DETERMINING EXCLU-
SION OF GAIN FROM SALE OF PRIN-
CIPAL RESIDENCE.

(a) IN GENERAL.—Subsection (d) of section
121 (relating to exclusion of gain from sale of
principal residence) is amended by adding at
the end the following new paragraph:

““(9) MEMBERS OF UNIFORMED SERVICES AND
FOREIGN SERVICE.—

“(A) IN GENERAL.—The running of the 5-
year period described in subsection (a) shall
be suspended with respect to an individual
during any time that such individual or such
individual’s spouse is serving on qualified of-
ficial extended duty as a member of the uni-
formed services or of the Foreign Service.

““(B) QUALIFIED OFFICIAL EXTENDED DUTY.—
For purposes of this paragraph—

“(i) IN GENERAL.—The term ‘qualified offi-
cial extended duty’ means any period of ex-
tended duty as a member of the uniformed
services or a member of the Foreign Service
during which the member serves at a duty
station which is at least 50 miles from such
property or is under Government orders to
reside in Government quarters.

““(if) UNIFORMED SERVICES.—The term ‘uni-
formed services’ has the meaning given such
term by section 101(a)(5) of title 10, United
States Code, as in effect on the date of the
enactment of the Taxpayer Relief Act of
1998.

“(iii) FOREIGN SERVICE OF THE UNITED
STATES.—The term ‘member of the Foreign
Service’ has the meaning given the term
‘member of the Service’ by paragraph (1), (2),
(3), (4), or (5) of section 103 of the Foreign
Service Act of 1980, as in effect on the date
of the enactment of the Taxpayer Relief Act
of 1998.

““(iv) EXTENDED DUTY.—The term ‘extended
duty’ means any period of active duty pursu-
ant to a call or order to such duty for a pe-
riod in excess of 90 days or for an indefinite
period.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to sales and
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exchanges after the date of the enactment of

this Act.

SEC. 106. $1,000,000 EXEMPTION FROM ESTATE
AND GIFT TAXES.

(a) IN GENERAL.—Subsection (c) of section
2010 (relating to applicable credit amount) is
amended to read as follows:

““(c) APPLICABLE CREDIT AMOUNT.—

“(1) IN GENERAL.—For purposes of this sec-
tion, the applicable credit amount is $345,800.

““(2) APPLICABLE EXCLUSION AMOUNT.—For
purposes of the provisions of this title which
refer to this subsection, the applicable exclu-
sion amount is $1,000,000.”

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply to estates of
decedents dying, and gifts made, after De-
cember 31, 1998.

Subtitle B—Provisions Relating to Education

SEC. 111. ELIGIBLE EDUCATIONAL INSTITUTIONS
PERMITTED TO MAINTAIN QUALI-
FIED TUITION PROGRAMS.

(a) IN GENERAL.—Paragraph (1) of section
529(b) (defining qualified State tuition pro-
gram) is amended by inserting ‘‘or by 1 or
more eligible educational institutions’ after
“maintained by a State or agency or instru-
mentality thereof”.

(b) TECHNICAL AMENDMENTS.—

(1) The texts of sections 72(e)(9),
135(c)(2)(C), 135(d)(1)(D), 529, 530, and
4973(e)(1)(B) are each amended by striking
“‘qualified State tuition program’ each place
it appears and inserting ‘‘qualified tuition
program’.

(2) The paragraph heading for paragraph (9)
of section 72(e) and the subparagraph head-
ing for subparagraph (B) of section 530(b)(2)
are each amended by striking ““STATE”.

(3) The subparagraph heading for subpara-
graph (C) of section 135(c)(2) is amended by
striking ““QUALIFIED STATE TUITION PROGRAM’’
and inserting ‘‘QUALIFIED TUITION PRO-
GRAMS”.

(4) Sections 529(c)(3)(D)(i) and 6693(a)(2)(C)
are each amended by striking ‘‘qualified
State tuition programs” and inserting
“‘qualified tuition programs”’.

(5)(A) The section heading of section 529 is
amended to read as follows:

“SEC. 529. QUALIFIED TUITION PROGRAMS.".

(B) The item relating to section 529 in the
table of sections for part VIII of subchapter
F of chapter 1 is amended by striking
“State’’.

(c) EFFecCTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 1999.

SEC. 112. MODIFICATION OF ARBITRAGE REBATE
RULES APPLICABLE TO PUBLIC
SCHOOL CONSTRUCTION BONDS.

(@) IN GENERAL.—Subparagraph (C) of sec-
tion 148(f)(4) is amended by adding at the end
the following new clause:

““(xviil) 4-YEAR SPENDING REQUIREMENT FOR
PUBLIC SCHOOL CONSTRUCTION ISSUE.—

“(1) IN GENERAL.—INn the case of a public
school construction issue, the spending re-
quirements of clause (ii) shall be treated as
met if at least 10 percent of the available
construction proceeds of the construction
issue are spent for the governmental pur-
poses of the issue within the 1l-year period
beginning on the date the bonds are issued,
30 percent of such proceeds are spent for such
purposes within the 2-year period beginning
on such date, 50 percent of such proceeds are
spent for such purposes within the 3-year pe-
riod beginning on such date, and 100 percent
of such proceeds are spent for such purposes
within the 4-year period beginning on such
date.

“(11) PUBLIC SCHOOL CONSTRUCTION ISSUE.—
For purposes of this clause, the term ‘public
school construction issue’ means any con-
struction issue if no bond which is part of
such issue is a private activity bond and all
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of the available construction proceeds of
such issue are to be used for the construction
(as defined in clause (iv)) of public school fa-
cilities to provide education or training
below the postsecondary level or for the ac-
quisition of land that is functionally related
and subordinate to such facilities.

“(111) OTHER RULES TO APPLY.—Rules simi-
lar to the rules of the preceding provisions of
this subparagraph which apply to clause (ii)
also apply to this clause.”

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply to obliga-
tions issued after December 31, 1998.

Subtitle C—Provisions Relating to Social
Security
SEC. 121. INCREASES IN THE SOCIAL SECURITY
EARNINGS LIMIT FOR INDIVIDUALS
WHO HAVE ATTAINED RETIREMENT
AGE.

(a) IN GENERAL.—Section 203(f)(8)(D) of the
Social Security Act (42 U.S.C. 403(f)(8)(D)) is
amended by striking clauses (iv) through
(vii) and inserting the following new clauses:

“(iv) for each month of any taxable year
ending after 1998 and before 2000, $1,416.66%,

“(v) for each month of any taxable year
ending after 1999 and before 2001, $1,541.66%,

“(vi) for each month of any taxable year
ending after 2000 and before 2002, $2,166.66%3,

“(vii) for each month of any taxable year
ending after 2001 and before 2003, $2,500.00,

“(viii) for each month of any taxable year
ending after 2002 and before 2004, $2,608.33Y5,

“(ix) for each month of any taxable year
ending after 2003 and before 2005, $2,833.33Y3,

“(x) for each month of any taxable year
ending after 2004 and before 2006, $2,950.00,

“(xi) for each month of any taxable year
ending after 2005 and before 2007, $3,066.66%3,

“(xii) for each month of any taxable year
ending after 2006 and before 2008, $3,195.83Y3,
and

“(xiii) for each month of any taxable year
ending after 2007 and before 2009, $3,312.50.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 203(f)(8)(B)(ii) of such Act (42
U.S.C. 403(f)(8)(B)(ii)) is amended—

(A) by striking ‘‘after 2001 and before 2003
and inserting ‘“‘after 2007 and before 2009’;
and

(B) in subclause (11), by striking ‘2000”” and
inserting ‘“2006"".

(2) The second sentence of section
223(d)(4)(A) of such Act (42 U.S.C. 423(d)(4)(A))
is amended by inserting ‘“‘and section 121 of
the Taxpayer Relief Act of 1998’ after ““1996"".

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to taxable years ending after 1998.

SEC. 122. RECOMPUTATION OF BENEFITS AFTER
NORMAL RETIREMENT AGE.

(a) IN GENERAL.—Section 215(f)(2)(D)(i) of
the Social Security Act (42 U.S.C.
415(f)(2)(D)(i)) is amended to read as follows:

“(i) in the case of an individual who did
not die in the year with respect to which the
recomputation is made, for monthly benefits
beginning with benefits for January of—

“(1) the second year following the year
with respect to which the recomputation is
made, in any such case in which the individ-
ual is entitled to old-age insurance benefits,
the individual has attained retirement age
(as defined in section 216(l)) as of the end of
the year preceding the year with respect to
which the recomputation is made, and the
year with respect to which the recomputa-
tion is made would not be substituted in re-
computation under this subsection for a ben-
efit computation year in which no wages or
self-employment income have been credited
previously to such individual, or

“(11) the first year following the year with
respect to which the recomputation is made,
in any other such case; or’’.

(b) CONFORMING AMENDMENTS.—
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(1) Section 215(f)(7) of such Act (42 U.S.C.
415(f)(7)) is amended by inserting ‘‘, and as
amended by section 122(b)(2) of the Taxpayer
Relief Act of 1998, after ““This subsection as
in effect in December 1978,

(2) Subparagraph (A) of section 215(f)(2) of
the Social Security Act as in effect in De-
cember 1978 and applied in certain cases
under the provisions of such Act as in effect
after December 1978 is amended—

(A) by striking ““in the case of an individ-
ual who did not die”” and all that follows and
inserting ‘‘in the case of an individual who
did not die in the year with respect to which
the recomputation is made, for monthly ben-
efits beginning with benefits for January
of—""; and

(B) by adding at the end the following:

“(i) the second year following the year
with respect to which the recomputation is
made, in any such case in which the individ-
ual is entitled to old-age insurance benefits,
the individual has attained age 65 as of the
end of the year preceding the year with re-
spect to which the recomputation is made,
and the year with respect to which the re-
computation is made would not be sub-
stituted in recomputation under this sub-
section for a benefit computation year in
which no wages or self-employment income
have been credited previously to such indi-
vidual, or

““(ii) the first year following the year with
respect to which the recomputation is made,
in any other such case; or”’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to recomputations of primary insurance
amounts based on wages paid and self em-
ployment income derived after 1997 and with
respect to benefits payable after December
31, 1998.

TITLE I11—PROVISIONS PRIMARILY AF-
FECTING FARMING AND OTHER BUSI-
NESSES
Subtitle A—Increase in Expense Treatment
for Small Businesses

INCREASE IN EXPENSE TREATMENT
FOR SMALL BUSINESSES.

(a) GENERAL RULE.—Paragraph (1) of sec-
tion 179(b) (relating to dollar limitation) is
amended to read as follows:

‘“(1) DOLLAR LIMITATION.—The aggregate
cost which may be taken into account under
subsection (a) for any taxable year shall not
exceed $25,000.”

(b) EFFecCTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1998.

Subtitle B—Provisions Relating to Farmers
SEC. 211. INCOME AVERAGING FOR FARMERS

MADE PERMANENT.

Subsection (c) of section 933 of the Tax-
payer Relief Act of 1997 is amended by strik-
ing “‘, and before January 1, 2001"".

SEC. 212. 5-YEAR NET OPERATING LOSS

CARRYBACK FOR FARMING LOSSES.

(a) IN GENERAL.—Paragraph (1) of section
172(b) (relating to net operating loss deduc-
tion) is amended by adding at the end the
following new subparagraph:

““(G) FARMING LOSSES.—In the case of a tax-
payer which has a farming loss (as defined in
subsection (i)) for a taxable year, such farm-
ing loss shall be a net operating loss
carryback to each of the 5 taxable years pre-
ceding the taxable year of such loss.”

(b) FARMING LOSS.—Section 172 is amended
by redesignating subsection (i) as subsection
(J) and by inserting after subsection (h) the
following new subsection:

(i) RULES RELATING TO FARMING LOSSES.—
For purposes of this section—

“(1) IN GENERAL.—The term ‘farming loss’
means the lesser of—

“(A) the amount which would be the net
operating loss for the taxable year if only in-
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come and deductions attributable to farming
businesses (as defined in section 263A(e)(4))
are taken into account, or

‘“(B) the amount of the net operating loss
for such taxable year.

““(2) COORDINATION WITH SUBSECTION (B)(2).—
For purposes of applying subsection (b)(2), a
farming loss for any taxable year shall be
treated in a manner similar to the manner in
which a specified liability loss is treated.

““(3) ELECTION.—AnNYy taxpayer entitled to a
5-year carryback under subsection (b)(1)(G)
from any loss year may elect to have the
carryback period with respect to such loss
year determined without regard to sub-
section (b)(1)(G). Such election shall be made
in such manner as may be prescribed by the
Secretary and shall be made by the due date
(including extensions of time) for filing the
taxpayer’s return for the taxable year of the
net operating loss. Such election, once made
for any taxable year, shall be irrevocable for
such taxable year.”

(c) COORDINATION WITH FARM DISASTER
Losses.—Clause (ii) of section 172(b)(1)(F) is
amended by adding at the end the following
flush sentence:

“Such term shall not include any farming

loss (as defined in subsection (i)).”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to net oper-
ating losses for taxable years beginning after
December 31, 1997.

SEC. 213. PRODUCTION FLEXIBILITY CONTRACT

PAYMENTS.

The option under section 112(d)(3) of the
Federal Agriculture Improvement and Re-
form Act of 1996 (7 U.S.C. 7212(d)(3)) shall be
disregarded in determining the taxable year
for which the payment for fiscal year 1999
under a production flexibility contract under
subtitle B of title | of such Act is properly
includible in gross income for purposes of the
Internal Revenue Code of 1986.

Subtitle C—Increase in Volume Cap on
Private Activity Bonds
SEC. 221. INCREASE IN VOLUME CAP ON PRIVATE
ACTIVITY BONDS.

(a) IN GENERAL.—Subsection (d) of section
146 (relating to volume cap) is amended by
striking paragraph (2), by redesignating
paragraphs (3) and (4) as paragraphs (2) and
(3), respectively, and by striking paragraph
(1) and inserting the following new para-
graph:

““(1) IN GENERAL.—The State ceiling appli-
cable to any State for any calendar year
shall be the greater of—

“(A) an amount equal to $75 multiplied by
the State population, or

““(B) $225,000,000.

Subparagraph (B) shall not apply to any pos-

session of the United States.”

(b) CONFORMING AMENDMENT.—Sections
25(f)(3) and 42(h)(3)(E)(iii) are each amended
by striking ‘‘section 146(d)(3)(C)”’ and insert-
ing “‘section 146(d)(2)(C)"".

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years after 1998.

TITLE I1HI—EXTENSION AND MODIFICA-
TION OF CERTAIN EXPIRING PROVI-
SIONS

Subtitle A—Tax Provisions

SEC. 301. RESEARCH CREDIT.

(a) TEMPORARY EXTENSION.—

(1) IN GENERAL.—Paragraph (1) of section
41(h) (relating to termination) is amended—

(A) by striking ‘““June 30, 1998’ and insert-
ing ““December 31, 1999,

(B) by striking ‘“24-month” and inserting
““42-month”’, and

(C) by striking ““24 months’’ and inserting
‘42 months”’.

(2) TECHNICAL AMENDMENT.—Subparagraph
(D) of section 45C(b)(1) is amended by strik-
ing ““June 30, 1998’ and inserting ‘‘December
31, 1999”.
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(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts paid or incurred after June 30, 1998.

(b) INCREASE IN PERCENTAGES UNDER AL-
TERNATIVE INCREMENTAL CREDIT.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 41(c)(4) is amended—

(A) by striking ‘“1.65 percent’” and insert-
ing ‘‘2.65 percent”’,

(B) by striking ‘2.2 percent’ and inserting
‘3.2 percent’’, and

(C) by striking ‘“2.75 percent’” and inserting
*“3.75 percent’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years beginning after June 30, 1998.

SEC. 302. WORK OPPORTUNITY CREDIT.

(a) TEMPORARY EXTENSION.—Subparagraph
(B) of section 51(c)(4) (relating to termi-
nation) is amended by striking “June 30,
1998’ and inserting ‘‘December 31, 1999"".

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to individ-
uals who begin work for the employer after
June 30, 1998.

SEC. 303. WELFARE-TO-WORK CREDIT.

Subsection (f) of section 51A (relating to
termination) is amended by striking “April
30, 1999”” and inserting ‘‘December 31, 1999”".
SEC. 304. CONTRIBUTIONS OF STOCK TO PRIVATE

FOUNDATIONS; EXPANDED PUBLIC
INSPECTION OF PRIVATE FOUNDA-
TIONS’ ANNUAL RETURNS.

(a) SPECIAL RULE FOR CONTRIBUTIONS OF
STOCK MADE PERMANENT.—

(1) IN GENERAL.—Paragraph (5) of section
170(e) is amended by striking subparagraph
(D) (relating to termination).

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to con-
tributions made after June 30, 1998.

(b) EXPANDED PUBLIC INSPECTION OF PRI-
VATE FOUNDATIONS’ ANNUAL RETURNS, ETC.—

(1) IN GENERAL.—Section 6104 (relating to
publicity of information required from cer-
tain exempt organizations and certain
trusts) is amended by striking subsections
(d) and (e) and inserting after subsection (c)
the following new subsection:

““(d) PuBLIC INSPECTION OF CERTAIN ANNUAL
RETURNS AND APPLICATIONS FOR EXEMP-
TION.—

“(1) IN GENERAL.—InN the case of an organi-
zation described in subsection (c) or (d) of
section 501 and exempt from taxation under
section 501(a)—

“(A) a copy of—

‘(i) the annual return filed under section
6033 (relating to returns by exempt organiza-
tions) by such organization, and

“(it) if the organization filed an applica-
tion for recognition of exemption under sec-
tion 501, the exempt status application mate-
rials of such organization,

shall be made available by such organization
for inspection during regular business hours
by any individual at the principal office of
such organization and, if such organization
regularly maintains 1 or more regional or
district offices having 3 or more employees,
at each such regional or district office, and

““(B) upon request of an individual made at
such principal office or such a regional or
district office, a copy of such annual return
and exempt status application materials
shall be provided to such individual without
charge other than a reasonable fee for any
reproduction and mailing costs.

The request described in subparagraph (B)
must be made in person or in writing. If such
request is made in person, such copy shall be
provided immediately and, if made in writ-
ing, shall be provided within 30 days.

““(2) 3-YEAR LIMITATION ON INSPECTION OF
RETURNS.—Paragraph (1) shall apply to an
annual return filed under section 6033 only
during the 3-year period beginning on the
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last day prescribed for filing such return (de-
termined with regard to any extension of
time for filing).

“(3) EXCEPTIONS FROM DISCLOSURE REQUIRE-
MENT.—

““(A) NONDISCLOSURE OF CONTRIBUTORS,
ETC.—Paragraph (1) shall not require the dis-
closure of the name or address of any con-
tributor to the organization. In the case of
an organization described in section 501(d),
subparagraph (A) shall not require the dis-
closure of the copies referred to in section
6031(b) with respect to such organization.

““(B) NONDISCLOSURE OF CERTAIN OTHER IN-
FORMATION.—Paragraph (1) shall not require
the disclosure of any information if the Sec-
retary withheld such information from pub-
lic inspection under subsection (a)(1)(D).

““(4) LIMITATION ON PROVIDING COPIES.—
Paragraph (1)(B) shall not apply to any re-
quest if, in accordance with regulations pro-
mulgated by the Secretary, the organization
has made the requested documents widely
available, or the Secretary determines, upon
application by an organization, that such re-
quest is part of a harassment campaign and
that compliance with such request is not in
the public interest.

““(5) EXEMPT STATUS APPLICATION MATE-
RIALS.—For purposes of paragraph (1), the
term ‘exempt status applicable materials’
means the application for recognition of ex-
emption under section 501 and any papers
submitted in support of such application and
any letter or other document issued by the
Internal Revenue Service with respect to
such application.”

(2) CONFORMING AMENDMENTS.—

(A) Subsection (c) of section 6033 is amend-
ed by adding ‘““and” at the end of paragraph
(1), by striking paragraph (2), and by redesig-
nating paragraph (3) as paragraph (2).

(B) Subparagraph (C) of section 6652(c)(1) is
amended by striking ‘‘subsection (d) or (e)(1)
of section 6104 (relating to public inspection
of annual returns)” and inserting ‘‘section
6104(d) with respect to any annual return’.

(C) Subparagraph (D) of section 6652(c)(1) is
amended by striking ‘‘section 6104(e)(2) (re-
lating to public inspection of applications
for exemption)” and inserting ‘‘section
6104(d) with respect to any exempt status ap-
plication materials (as defined in such sec-
tion)”".

(D) Section 6685 is amended by striking ‘‘or
e)”.

(E) Section 7207 is amended by striking ‘‘or
e)”.

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by
this subsection shall apply to requests made
after the later of December 31, 1998, or the
60th day after the Secretary of the Treasury
first issues the regulations referred to such
section 6104(d)(4) of the Internal Revenue
Code of 1986, as amended by this section.

(B) PUBLICATION OF ANNUAL RETURNS.—Sec-
tion 6104(d) of such Code, as in effect before
the amendments made by this subsection,
shall not apply to any return the due date
for which is after the date such amendments
take effect under subparagraph (A).

SEC. 305. SUBPART F EXEMPTION FOR ACTIVE FlI-
NANCING INCOME.

(a) INCOME DERIVED FROM BANKING, FI-
NANCING OR SIMILAR BUSINESSES.—Section
954(h) (relating to income derived in the ac-
tive conduct of banking, financing, or simi-
lar businesses) is amended to read as follows:

““(h) SPECIAL RULE FOR INCOME DERIVED IN
THE ACTIVE CONDUCT OF BANKING, FINANCING,
OR SIMILAR BUSINESSES.—

““(1) IN GENERAL.—For purposes of sub-
section (c)(1), foreign personal holding com-
pany income shall not include qualified
banking or financing income of an eligible
controlled foreign corporation.
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““(2) ELIGIBLE CONTROLLED FOREIGN COR-
PORATION.—For purposes of this subsection—

“(A) IN GENERAL.—The term ‘eligible con-
trolled foreign corporation’ means a con-
trolled foreign corporation which—

‘(i) is predominantly engaged in the active
conduct of a banking, financing, or similar
business, and

“(ii) conducts substantial activity with re-
spect to such business.

‘“(B) PREDOMINANTLY ENGAGED.—A con-
trolled foreign corporation shall be treated
as predominantly engaged in the active con-
duct of a banking, financing, or similar busi-
ness if—

“(i) more than 70 percent of the gross in-
come of the controlled foreign corporation is
derived directly from the active and regular
conduct of a lending or finance business from
transactions with customers which are not
related persons,

“(ii) it is engaged in the active conduct of
a banking business and is an institution li-
censed to do business as a bank in the United
States (or is any other corporation not so li-
censed which is specified by the Secretary in
regulations), or

“(iii) it is engaged in the active conduct of
a securities business and is registered as a
securities broker or dealer under section
15(a) of the Securities Exchange Act of 1934
or is registered as a Government securities
broker or dealer under section 15C(a) of such
Act (or is any other corporation not so reg-
istered which is specified by the Secretary in
regulations).

““(3) QUALIFIED BANKING OR FINANCING IN-
COME.—For purposes of this subsection—

“(A) IN GENERAL.—The term ‘qualified
banking or financing income’ means income
of an eligible controlled foreign corporation
which—

“(i) is derived in the active conduct of a
banking, financing, or similar business by—

“(1) such eligible controlled foreign cor-
poration, or

“(I1) a qualified business unit of such eligi-
ble controlled foreign corporation,

“(ii) is derived from 1 or more trans-
actions—

“(I) with customers located in a country
other than the United States, and

“(I1) substantially all of the activities in
connection with which are conducted di-
rectly by the corporation or unit in its home
country, and

““(iii) is treated as earned by such corpora-
tion or unit in its home country for purposes
of such country’s tax laws.

“(B) LIMITATION ON NONBANKING AND NON-
SECURITIES BUSINESSES.—No income of an eli-
gible controlled foreign corporation not de-
scribed in clause (ii) or (iii) of paragraph
(2)(B) (or of a qualified business unit of such
corporation) shall be treated as qualified
banking or financing income unless more
than 30 percent of such corporation’s or
unit’s gross income is derived directly from
the active and regular conduct of a lending
or finance business from transactions with
customers which are not related persons and
which are located within such corporation’s
or unit’s home country.

““(C) SUBSTANTIAL ACTIVITY REQUIREMENT
FOR CROSS BORDER INCOME.—The term ‘quali-
fied banking or financing income’ shall not
include income derived from 1 or more trans-
actions with customers located in a country
other than the home country of the eligible
controlled foreign corporation or a qualified
business unit of such corporation unless such
corporation or unit conducts substantial ac-
tivity with respect to a banking, financing,
or similar business in its home country.

““(D) DETERMINATIONS MADE SEPARATELY.—
For purposes of this paragraph, the qualified
banking or financing income of an eligible
controlled foreign corporation and each



September 26, 1998

qualified business unit of such corporation
shall be determined separately for such cor-
poration and each such unit by taking into
account—

“(i) in the case of the eligible controlled
foreign corporation, only items of income,
deduction, gain, or loss and activities of such
corporation not properly allocable or attrib-
utable to any qualified business unit of such
corporation, and

“(if) in the case of a qualified business
unit, only items of income, deduction, gain,
or loss and activities properly allocable or
attributable to such unit.

““(4) LENDING OR FINANCE BUSINESS.—For
purposes of this subsection, the term ‘lend-
ing or finance business’ means the business
of:

“(A) making loans,

“(B) purchasing or discounting accounts
receivable, notes, or installment obligations,

“(C) engaging in leasing (including enter-
ing into leases and purchasing, servicing,
and disposing of leases and leased assets),

‘(D) issuing letters of credit or providing
guarantees,

“(E) providing charge and credit card serv-
ices, or

“(F) rendering services or making facili-
ties available in connection with activities
described in subparagraphs (A) through (E)
carried on by—

‘(i) the corporation (or qualified business
unit) rendering services or making facilities
available, or

““(ii) another corporation (or qualified busi-
ness unit of a corporation) which is a mem-
ber of the same affiliated group (as defined
in section 1504, but determined without re-
gard to section 1504(b)(3)).

““(5) OTHER DEFINITIONS.—For purposes of
this subsection—

“(A) CuUsSTOMER.—The term ‘customer’
means, with respect to any controlled for-
eign corporation or qualified business unit,
any person which has a customer relation-
ship with such corporation or unit and which
is acting in its capacity as such.

““(B) HOME COUNTRY.—EXxcept as provided in
regulations—

“(i) CONTROLLED FOREIGN CORPORATION.—
The term ‘home country’ means, with re-
spect to any controlled foreign corporation,
the country under the laws of which the cor-
poration was created or organized.

““(il) QUALIFIED BUSINESS UNIT.—The term
‘home country’ means, with respect to any
qualified business unit, the country in which
such unit maintains its principal office.

“(C) LocCATED.—The determination of
where a customer is located shall be made
under rules prescribed by the Secretary.

‘(D) QUALIFIED BUSINESS UNIT.—The term
‘qualified business unit’ has the meaning
given such term by section 989(a).

“(E) RELATED PERSON.—The term ‘related
person’ has the meaning given such term by
subsection (d)(3).

‘“(6) COORDINATION WITH EXCEPTION FOR
DEALERS.—Paragraph (1) shall not apply to
income described in subsection (c)(2)(C)(ii) of
a dealer in securities (within the meaning of
section 475) which is an eligible controlled
foreign corporation described in paragraph
@ (B)(iii).

“(7) ANTI-ABUSE RULES.—For purposes of
applying this subsection and subsection
©@)©)(iH)—

““(A) there shall be disregarded any item of
income, gain, loss, or deduction with respect
to any transaction or series of transactions
one of the principal purposes of which is
qualifying income or gain for the exclusion
under this section, including any transaction
or series of transactions a principal purpose
of which is the acceleration or deferral of
any item in order to claim the benefits of
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such exclusion through the application of
this subsection,

‘“(B) there shall be disregarded any item of
income, gain, loss, or deduction of an entity
which is not engaged in regular and continu-
ous transactions with customers which are
not related persons,

““(C) there shall be disregarded any item of
income, gain, loss, or deduction with respect
to any transaction or series of transactions
utilizing, or doing business with—

‘(i) one or more entities in order to satisfy
any home country requirement under this
subsection, or

““(ii) a special purpose entity or arrange-
ment, including a securitization, financing,
or similar entity or arrangement,

if one of the principal purposes of such trans-
action or series of transactions is qualifying
income or gain for the exclusion under this
subsection, and

‘(D) a related person, an officer, a director,
or an employee with respect to any con-
trolled foreign corporation (or qualified busi-
ness unit) which would otherwise be treated
as a customer of such corporation or unit
with respect to any transaction shall not be
so treated if a principal purpose of such
transaction is to satisfy any requirement of
this subsection.

““(8) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection, subsection
(©)(1)(B)(i), subsection (c)(2)(C)(ii), and the
last sentence of subsection (e)(2).

““(9) APPLICATION.—This subsection, sub-
section (c)(2)(C)(ii), and the last sentence of
subsection (e)(2) shall apply only to the first
taxable year of a foreign corporation begin-
ning after December 31, 1998, and before Jan-
uary 1, 2000, and to taxable years of United
States shareholders with or within which
such taxable year of such foreign corporation
ends.”

(b) INCOME DERIVED FROM INSURANCE BUSI-
NESS.—

(1) INCOME ATTRIBUTABLE TO ISSUANCE OR
REINSURANCE.—

(A) IN GENERAL.—Section 953(a) (defining
insurance income) is amended to read as fol-
lows:

““(a) INSURANCE INCOME.—

““(1) IN GENERAL.—For purposes of section
952(a)(1), the term ‘insurance income’ means
any income which—

“(A) is attributable to the issuing (or rein-
suring) of an insurance or annuity contract,
and

“(B) would (subject to the modifications
provided by subsection (b)) be taxed under
subchapter L of this chapter if such income
were the income of a domestic insurance
company.

““(2) EXCEPTION.—Such term shall not in-
clude any exempt insurance income (as de-
fined in subsection (e)).”

(B) EXEMPT INSURANCE INCOME.—Section
953 (relating to insurance income) is amend-
ed by adding at the end the following new
subsection:

‘“(e) EXEMPT INSURANCE INCOME.—For pur-
poses of this section—

‘(1) EXEMPT INSURANCE INCOME DEFINED.—

“(A) IN GENERAL.—The term ‘exempt insur-
ance income’ means income derived by a
qualifying insurance company which—

‘(i) is attributable to the issuing (or rein-
suring) of an exempt contract by such com-
pany or a qualifying insurance company
branch of such company, and

‘(i) is treated as earned by such company
or branch in its home country for purposes of
such country’s tax laws.

‘“(B) EXCEPTION FOR CERTAIN ARRANGE-
MENTS.—Such term shall not include income
attributable to the issuing (or reinsuring) of
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an exempt contract as the result of any ar-
rangement whereby another corporation re-
ceives a substantially equal amount of pre-
miums or other consideration in respect of
issuing (or reinsuring) a contract which is
not an exempt contract.

‘“(C) DETERMINATIONS MADE SEPARATELY.—
For purposes of this subsection and section
954(i), the exempt insurance income and ex-
empt contracts of a qualifying insurance
company or any qualifying insurance com-
pany branch of such company shall be deter-
mined separately for such company and each
such branch by taking into account—

“(i) in the case of the qualifying insurance
company, only items of income, deduction,
gain, or loss, and activities of such company
not properly allocable or attributable to any
qualifying insurance company branch of such
company, and

“(ii) in the case of a qualifying insurance
company branch, only items of income, de-
duction, gain, or loss and activities properly
allocable or attributable to such unit.

““(2) EXEMPT CONTRACT.—

“(A) IN GENERAL.—The term ‘exempt con-
tract’” means an insurance or annuity con-
tract issued or reinsured by a qualifying in-
surance company or qualifying insurance
company branch in connection with property
in, liability arising out of activity in, or the
lives or health of residents of, a country
other than the United States.

“(B) MINIMUM HOME COUNTRY INCOME RE-
QUIRED.—

“(i) IN GENERAL.—No contract of a qualify-
ing insurance company or of a qualifying in-
surance company branch shall be treated as
an exempt contract unless such company or
branch derives more than 30 percent of its
net written premiums from exempt contracts
(determined without regard to this subpara-
graph)—

“(1) which cover applicable home country
risks, and

“(11) with respect to which no policyholder,
insured, annuitant, or beneficiary is a relat-
ed person (as defined in section 954(d)(3)).

“(if) APPLICABLE HOME COUNTRY RISKS.—
The term ‘applicable home country risks’
means risks in connection with property in,
liability arising out of activity in, or the
lives or health of residents of, the home
country of the qualifying insurance company
or qualifying insurance company branch, as
the case may be, issuing or reinsuring the
contract covering the risks.

““(C) SUBSTANTIAL ACTIVITY REQUIREMENTS
FOR CROSS BORDER RISKS.—A contract issued
by a qualifying insurance company or quali-
fying insurance company branch which cov-
ers risks other than applicable home country
risks (as defined in subparagraph (B)(ii))
shall not be treated as an exempt contract
unless such company or branch, as the case
may be—

““(i) conducts substantial activity with re-
spect to an insurance business in its home
country, and

““(ii) performs in its home country substan-
tially all of the activities necessary to give
rise to the income generated by such con-
tract.

““(3) QUALIFYING INSURANCE COMPANY.—The
term ‘qualifying insurance company’ means
any controlled foreign corporation which—

““(A) is subject to regulation as an insur-
ance (or reinsurance) company by its home
country, and is licensed, authorized, or regu-
lated by the applicable insurance regulatory
body for its home country to sell insurance,
reinsurance, or annuity contracts to persons
other than related persons (within the mean-
ing of section 954(d)(3)) in such home coun-
try,

““(B) derives more than 50 percent of its ag-
gregate net written premiums from the
issuance or reinsurance by such controlled
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foreign corporation and each of its qualify-
ing insurance company branches of con-
tracts—

“(i) covering applicable home country
risks (as defined in paragraph (2)) of such
corporation or branch, as the case may be,
and

““(ii) with respect to which no policyholder,
insured, annuitant, or beneficiary is a relat-
ed person (as defined in section 954(d)(3)),

except that in the case of a branch, such pre-
miums shall only be taken into account to
the extent such premiums are treated as
earned by such branch in its home country
for purposes of such country’s tax laws, and

“(C) is engaged in the insurance business
and would be subject to tax under subchapter
L if it were a domestic corporation.

““(4)  QUALIFYING INSURANCE COMPANY
BRANCH.—The term ‘qualifying insurance
company branch’ means a qualified business
unit (within the meaning of section 989(a)) of
a controlled foreign corporation if—

“(A) such unit is licensed, authorized, or
regulated by the applicable insurance regu-
latory body for its home country to sell in-
surance, reinsurance, or annuity contracts
to persons other than related persons (within
the meaning of section 954(d)(3)) in such
home country, and

““(B) such controlled foreign corporation is
a qualifying insurance company, determined
under paragraph (3) as if such unit were a
qualifying insurance company branch.

““(5) LIFE INSURANCE OR ANNUITY CON-
TRACT.—For purposes of this section and sec-
tion 954, the determination of whether a con-
tract issued by a controlled foreign corpora-
tion or a qualified business unit (within the
meaning of section 989(a)) is a life insurance
contract or an annuity contract shall be
made without regard to sections 72(s), 101(f),
817(h), and 7702 if—

““(A) such contract is regulated as a life in-
surance or annuity contract by the corpora-
tion’s or unit’s home country, and

“(B) no policyholder, insured, annuitant,
or beneficiary with respect to the contract is
a United States person.

““(6) HOME COUNTRY.—For purposes of this
subsection, except as provided in regula-
tions—

““(A) CONTROLLED FOREIGN CORPORATION.—
The term ‘home country’ means, with re-
spect to a controlled foreign corporation, the
country in which such corporation is created
or organized.

“(B) QUALIFIED BUSINESS UNIT.—The term
‘home country’ means, with respect to a
qualified business unit (as defined in section
989(a)), the country in which the principal of-
fice of such unit is located and in which such
unit is licensed, authorized, or regulated by
the applicable insurance regulatory body to
sell insurance, reinsurance, or annuity con-
tracts to persons other than related persons
(as defined in section 954(d)(3)) in such coun-
try.

“(7) ANTI-ABUSE RULES.—For purposes of
applying this subsection and section 954(i)—

“(A) the rules of section 954(h)(7) (other
than subparagraph (B) thereof) shall apply,

““(B) there shall be disregarded any item of
income, gain, loss, or deduction of, or de-
rived from, an entity which is not engaged in
regular and continuous transactions with
persons which are not related persons,

““(C) there shall be disregarded any change
in the method of computing reserves a prin-
cipal purpose of which is the acceleration or
deferral of any item in order to claim the
benefits of this subsection or section 954(i),

‘“(D) a contract of insurance or reinsurance
shall not be treated as an exempt contract
(and premiums from such contract shall not
be taken into account for purposes of para-
graph (2)(B) or (3)) if—
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‘(i) any policyholder, insured, annuitant,
or beneficiary is a resident of the United
States and such contract was marketed to
such resident and was written to cover a risk
outside the United States, or

‘“(ii) the contract covers risks located
within and without the United States and
the qualifying insurance company or qualify-
ing insurance company branch does not
maintain such contemporaneous records, and
file such reports, with respect to such con-
tract as the Secretary may require,

“(E) the Secretary may prescribe rules for
the allocation of contracts (and income from
contracts) among 2 or more qualifying insur-
ance company branches of a qualifying insur-
ance company in order to clearly reflect the
income of such branches, and

“(F) premiums from a contract shall not be
taken into account for purposes of paragraph
(2)(B) or (3) if such contract reinsures a con-
tract issued or reinsured by a related person
(as defined in section 954(d)(3)).

For purposes of subparagraph (D), the deter-
mination of where risks are located shall be
made under the principles of section 953.

‘“(8) COORDINATION WITH SUBSECTION (c).—In
determining insurance income for purposes
of subsection (c), exempt insurance income
shall not include income derived from ex-
empt contracts which cover risks other than
applicable home country risks.

““(9) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection and section 954(i).

‘“(10) APPLICATION.—This subsection and
section 954(i) shall apply only to the first
taxable year of a foreign corporation begin-
ning after December 31, 1998, and before Jan-
uary 1, 2000, and to taxable years of United
States shareholders with or within which
such taxable year of such foreign corporation
ends.

““(11) CROSS REFERENCE.—

“For income exempt from foreign personal
holding company income, see section 954(i).”

(2) EXEMPTION FROM FOREIGN PERSONAL
HOLDING COMPANY INCOME.—Section 954 (de-
fining foreign base company income) is
amended by adding at the end the following
new subsection:

‘(i) SPECIAL RULE FOR INCOME DERIVED IN
THE ACTIVE CONDUCT OF INSURANCE BuUSI-
NESS.—

“(1) IN GENERAL.—For purposes of sub-
section (c)(1), foreign personal holding com-
pany income shall not include qualified in-
surance income of a qualifying insurance
company.

““(2) QUALIFIED INSURANCE INCOME.—The
term ‘qualified insurance income’ means in-
come of a qualifying insurance company
which is—

“(A) received from a person other than a
related person (within the meaning of sub-
section (d)(3)) and derived from the invest-
ments made by a qualifying insurance com-
pany or a qualifying insurance company
branch of its reserves allocable to exempt
contracts or of 80 percent of its unearned
premiums from exempt contracts (as both
are determined in the manner prescribed
under paragraph (4)), or

““(B) received from a person other than a
related person (within the meaning of sub-
section (d)(3)) and derived from investments
made by a qualifying insurance company or
a qualifying insurance company branch of an
amount of its assets allocable to exempt con-
tracts equal to—

“(i) in the case of property, casualty, or
health insurance contracts, one-third of its
premiums earned on such insurance con-
tracts during the taxable year (as defined in
section 832(b)(4)), and
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“(ii) in the case of life insurance or annu-
ity contracts, 10 percent of the reserves de-
scribed in subparagraph (A) for such con-
tracts.

““(8) PRINCIPLES FOR DETERMINING INSUR-
ANCE INCOME.—Except as provided by the
Secretary, for purposes of subparagraphs (A)
and (B) of paragraph (2)—

“(A) in the case of any contract which is a
separate account-type contract (including
any variable contract not meeting the re-
quirements of section 817), income credited
under such contract shall be allocable only
to such contract, and

“(B) income not allocable under subpara-
graph (A) shall be allocated ratably among
contracts not described in subparagraph (A).

““(4) METHODS FOR DETERMINING UNEARNED
PREMIUMS AND RESERVES.—For purposes of
paragraph (2)(A)—

““(A) PROPERTY AND CASUALTY CONTRACTS.—
The unearned premiums and reserves of a
qualifying insurance company or a qualify-
ing insurance company branch with respect
to property, casualty, or health insurance
contracts shall be determined using the same
methods and interest rates which would be
used if such company or branch were subject
to tax under subchapter L, except that—

“(i) the interest rate determined for the
functional currency of the company or
branch, and which, except as provided by the
Secretary, is calculated in the same manner
as the Federal mid-term rate under section
1274(d), shall be substituted for the applica-
ble Federal interest rate, and

““(ii) such company or branch shall use the
appropriate foreign loss payment pattern.

““(B) LIFE INSURANCE AND ANNUITY CON-
TRACTS.—The amount of the reserve of a
qualifying insurance company or qualifying
insurance company branch for any life insur-
ance or annuity contract shall be equal to
the greater of—

‘(i) the net surrender value of such con-
tract (as defined in section 807(e)(1)(A)), or

“(ii) the reserve determined under para-
graph (5).

“(C) LIMITATION ON RESERVES.—In no event
shall the reserve determined under this para-
graph for any contract as of any time exceed
the amount which would be taken into ac-
count with respect to such contract as of
such time in determining foreign statement
reserves (less any catastrophe, deficiency,
equalization, or similar reserves).

““(5) AMOUNT OF RESERVE.—The amount of
the reserve determined under this paragraph
with respect to any contract shall be deter-
mined in the same manner as it would be de-
termined if the qualifying insurance com-
pany or qualifying insurance company
branch were subject to tax under subchapter
L, except that in applying such subchapter—

“(A) the interest rate determined for the
functional currency of the company or
branch, and which, except as provided by the
Secretary, is calculated in the same manner
as the Federal mid-term rate under section
1274(d), shall be substituted for the applica-
ble Federal interest rate,

““(B) the highest assumed interest rate per-
mitted to be used in determining foreign
statement reserves shall be substituted for
the prevailing State assumed interest rate,
and

“(C) tables for mortality and morbidity
which reasonably reflect the current mortal-
ity and morbidity risks in the company’s or
branch’s home country shall be substituted
for the mortality and morbidity tables oth-
erwise used for such subchapter.

The Secretary may provide that the interest
rate and mortality and morbidity tables of a
qualifying insurance company may be used
for 1 or more of its qualifying insurance com-
pany branches when appropriate.
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““(6) DEFINITIONS.—For purposes of this sub-
section, any term used in this subsection
which is also used in section 953(e) shall have
the meaning given such term by section 953.”"

(3) RESERVES.—Section 953(b) is amended
by redesignating paragraph (3) as paragraph
(4) and by inserting after paragraph (2) the
following new paragraph:

““(3) Reserves for any insurance or annuity
contract shall be determined in the same
manner as under section 954(i).”

(c) SPECIAL RULES FOR DEALERS.—Section
954(c)(2)(C) is amended to read as follows:

““(C) EXCEPTION FOR DEALERS.—Except as
provided by regulations, in the case of a reg-
ular dealer in property which is property de-
scribed in paragraph (1)(B), forward con-
tracts, option contracts, or similar financial
instruments (including notional principal
contracts and all instruments referenced to
commodities), there shall not be taken into
account in computing foreign personal hold-
ing company income—

‘(i) any item of income, gain, deduction, or
loss (other than any item described in sub-
paragraph (A), (E), or (G) of paragraph (1))
from any transaction (including hedging
transactions) entered into in the ordinary
course of such dealer’s trade or business as
such a dealer, and

‘(i) if such dealer is a dealer in securities
(within the meaning of section 475), any in-
terest or dividend or equivalent amount de-
scribed in subparagraph (E) or (G) of para-
graph (1) from any transaction (including
any hedging transaction or transaction de-
scribed in section 956(c)(2)(J)) entered into in
the ordinary course of such dealer’s trade or
business as such a dealer in securities, but
only if the income from the transaction is
attributable to activities of the dealer in the
country under the laws of which the dealer is
created or organized (or in the case of a
qualified business unit described in section
989(a), is attributable to activities of the
unit in the country in which the unit both
maintains its principal office and conducts
substantial business activity).”

(d) EXEMPTION FROM FOREIGN BASE CoM-
PANY SERVICES INCOME.—Paragraph (2) of
section 954(e) is amended by inserting ‘“‘or”’
at the end of subparagraph (A), by striking *‘,
or’” at the end of subparagraph (B) and in-
serting a period, by striking subparagraph
(C), and by adding at the end the following
new flush sentence:

“Paragraph (1) shall also not apply to in-
come which is exempt insurance income (as
defined in section 953(e)) or which is not
treated as foreign personal holding income
by reason of subsection (c)(2)(C)(ii), (h), or
®.”

(e) EXEMPTION FOR GAIN.—Section
954(c)(1)(B)(i) (relating to net gains from cer-
tain property transactions) is amended by
inserting ‘‘other than property which gives
rise to income not treated as foreign per-
sonal holding company income by reason of
subsection (h) or (i) for the taxable year’ be-
fore the comma at the end.

Subtitle B—Generalized System of
Preferences
SEC. 311. EXTENSION OF GENERALIZED SYSTEM
OF PREFERENCES.

(a) EXTENSION OF DUTY-FREE TREATMENT
UNDER SYSTEM.—Section 505 of the Trade
Act of 1974 (29 U.S.C. 2465) is amended by
striking “June 30, 1998 and inserting ‘“‘De-
cember 31, 1999”’.

(b) RETROACTIVE APPLICATION FOR CERTAIN
LIQUIDATIONS AND RELIQUIDATIONS.—

(1) IN GENERAL.—Notwithstanding section
514 of the Tariff Act of 1930 or any other pro-
vision of law, and subject to paragraph (2),
any entry—

(A) of an article to which duty-free treat-
ment under title V of the Trade Act of 1974
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would have applied if such title had been in
effect during the period beginning on July 1,
1998, and ending on the day before the date of
the enactment of this Act, and

(B) that was made after June 30, 1998, and
before the date of the enactment of this Act,

shall be liquidated or reliquidated as free of
duty, and the Secretary of the Treasury
shall refund any duty paid with respect to
such entry. As used in this subsection, the
term ‘“‘entry” includes a withdrawal from
warehouse for consumption.

(2) REQUESTS.—Liquidation or reliquida-
tion may be made under paragraph (1) with
respect to an entry only if a request therefor
is filed with the Customs Service, within 180
days after the date of the enactment of this
Act, that contains sufficient information to
enable the Customs Service—

(A) to locate the entry; or

(B) to reconstruct the entry if it cannot be
located.

TITLE IV—REVENUE OFFSET
SEC. 401. TREATMENT OF CERTAIN DEDUCTIBLE
LIQUIDATING DISTRIBUTIONS OF
REGULATED INVESTMENT COMPA-
NIES AND REAL ESTATE INVEST-
MENT TRUSTS.

(a) IN GENERAL.—Section 332 (relating to
complete liquidations of subsidiaries) is
amended by adding at the end the following
new subsection:

‘“(c) DEDUCTIBLE LIQUIDATING DISTRIBU-
TIONS OF REGULATED INVESTMENT COMPANIES
AND REAL ESTATE INVESTMENT TRUSTS.—If a
corporation receives a distribution from a
regulated investment company or a real es-
tate investment trust which is considered
under subsection (b) as being in complete lig-
uidation of such company or trust, then, not-
withstanding any other provision of this
chapter, such corporation shall recognize
and treat as a dividend from such company
or trust an amount equal to the deduction
for dividends paid allowable to such com-
pany or trust by reason of such distribu-
tion.”.

(b) CONFORMING AMENDMENTS.—

(1) The material preceding paragraph (1) of
section 332(b) is amended by striking ‘‘sub-
section (a)”’ and inserting ‘‘this section”.

(2) Paragraph (1) of section 334(b) is amend-
ed by striking ‘“‘section 332(a)”” and inserting
‘*section 332”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after May 21, 1998.

TITLE V—TECHNICAL CORRECTIONS
SEC. 501. DEFINITIONS; COORDINATION WITH
OTHER TITLES.

(a) DEFINITIONS.—For
title—

(1) 1986 cODE.—The term ‘‘1986 Code’’ means
the Internal Revenue Code of 1986.

(2) 1998 ACT.—The term 1998 Act’” means
the Internal Revenue Service Restructuring
and Reform Act of 1998 (Public Law 105-206).

(3) 1997 ACT.—The term 1997 Act’” means
the Taxpayer Relief Act of 1997 (Public Law
105-34).

(b) COORDINATION WITH OTHER TITLES.—For
purposes of applying the amendments made
by any title of this Act other than this title,
the provisions of this title shall be treated as
having been enacted immediately before the
provisions of such other titles.

SEC. 502. AMENDMENTS RELATED TO INTERNAL
REVENUE SERVICE RESTRUCTUR-
ING AND REFORM ACT OF 1998.

(a) AMENDMENT RELATED TO SECTION 1101
OF 1998 AcT.—Paragraph (5) of section 6103(h)
of the 1986 Code, as added by section 1101(b)
of the 1998 Act, is redesignated as paragraph
6).
()(b) AMENDMENT RELATED TO SECTION 3001
OF 1998 AcT.—Paragraph (2) of section 7491(a)
of the 1986 Code is amended by adding at the
end the following flush sentence:

purposes of this
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““‘Subparagraph (C) shall not apply to any
qualified revocable trust (as defined in sec-
tion 645(b)(1)) with respect to liability for tax
for any taxable year ending after the date of
the decedent’s death and before the applica-
ble date (as defined in section 645(b)(2)).”".

(c) AMENDMENTS RELATED TO SECTION 3201
OF 1998 ACT.—

(1) Section 7421(a) of the 1986 Code is
amended by striking ‘“6015(d)”” and inserting
“6015(e)”".

(2) Subparagraph (A) of section 6015(e)(3) is
amended by striking ‘‘of this section” and
inserting ‘‘of subsection (b) or (f)”.

(d) AMENDMENT RELATED TO SECTION 3301
OF 1998 AcT.—Paragraph (2) of section 3301(c)
of the 1998 Act is amended by striking “The
amendments’ and inserting ‘‘Subject to any
applicable statute of limitation not having
expired with regard to either a tax under-
payment or a tax overpayment, the amend-
ments’’.

(e) AMENDMENT RELATED TO SECTION 3401
OF 1998 AcT.—Section 3401(c) of the 1998 Act
is amended—

(1) in paragraph (1), by striking ‘7443(b)”
and inserting “7443A(b)”’; and

(2) in paragraph (2), by striking ‘‘7443(c)”
and inserting ‘“7443A(c)”.

(f) AMENDMENT RELATED TO SECTION 3433 OF
1998 AcT.—Section 7421(a) of the 1986 Code is
amended by inserting “‘6331(i),”” after
6246(b),”.

(g) AMENDMENT RELATED TO SECTION 3708
OF 1998 AcT.—Subparagraph (A) of section
6103(p)(3) of the 1986 Code is amended by in-
serting ““‘(f)(5),”” after *“(c), (e),”.

(h) AMENDMENT RELATED TO SECTION 5001
OF 1998 ACT.—

(1) Subparagraph (B) of section 1(h)(13) of
the 1986 Code is amended by striking ‘“‘para-
graph (7)(A)” and inserting ‘‘paragraph
MA)”.

(2)(A) Subparagraphs (A)@i)(11), (A)@iD(1),
and (B)(ii) of section 1(h)(13) of the 1986 Code
shall not apply to any distribution after De-
cember 31, 1997, by a regulated investment
company or a real estate investment trust
with respect to—

(i) gains and losses recognized directly by
such company or trust, and

(ii) amounts properly taken into account
by such company or trust by reason of hold-
ing (directly or indirectly) an interest in an-
other such company or trust to the extent
that such subparagraphs did not apply to
such other company or trust with respect to
such amounts.

(B) Subparagraph (A) shall not apply to
any distribution which is treated under sec-
tion 852(b)(7) or 857(b)(8) of the 1986 Code as
received on December 31, 1997.

(C) For purposes of subparagraph (A), any
amount which is includible in gross income
of its shareholders under section 852(b)(3)(D)
or 857(b)(3)(D) of the 1986 Code after Decem-
ber 31, 1997, shall be treated as distributed
after such date.

(D)(i) For purposes of subparagraph (A), in
the case of a qualified partnership with re-
spect to which a regulated investment com-
pany meets the holding requirement of
clause (iii)—

(1) the subparagraphs referred to in sub-
paragraph (A) shall not apply to gains and
losses recognized directly by such partner-
ship for purposes of determining such compa-
ny’s distributive share of such gains and
losses, and

(I1) such company’s distributive share of

such gains and losses (as so determined)
shall be treated as recognized directly by
such company.
The preceding sentence shall apply only if
the qualified partnership provides the com-
pany with written documentation of such
distributive share as so determined.
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(ii) For purposes of clause (i), the term
“‘qualified partnership’” means, with respect
to a regulated investment company, any
partnership if—

(1) the partnership is an investment com-
pany registered under the Investment Com-
pany Act of 1940,

(1) the regulated investment company is
permitted to invest in such partnership by
reason of section 12(d)(1)(E) of such Act or an
exemptive order of the Securities and Ex-
change Commission under such section, and

(I11) the regulated investment company
and the partnership have the same taxable
year.

(iii) A regulated investment company
meets the holding requirement of this clause
with respect to a qualified partnership if (as
of January 1, 1998)—

(1) the value of the interests of the regu-
lated investment company in such partner-
ship is 35 percent or more of the value of
such company’s total assets, or

(I1) the value of the interests of the regu-
lated investment company in such partner-
ship and all other qualified partnerships is 90
percent or more of the value of such compa-
ny’s total assets.

(i) EFFECTIVE DATE.—The amendments
made by this section shall take effect as if
included in the provisions of the 1998 Act to
which they relate.

SEC. 503. AMENDMENTS RELATED TO TAXPAYER
RELIEF ACT OF 1997.

(a) AMENDMENT RELATED TO SECTION 202 OF
1997 AcTt.—Paragraph (2) of section 163(h) of
the 1986 Code is amended by striking ‘“‘and”
at the end of subparagraph (D), by striking
the period at the end of subparagraph (E) and
inserting *‘, and”’, and by adding at the end
the following new subparagraph:

“(F) any interest allowable as a deduction
under section 221 (relating to interest on
educational loans).”

(b) PROVISION RELATED TO SECTION 311 OF
1997 AcT.—In the case of any capital gain dis-
tribution made after 1997 by a trust to which
section 664 of the 1986 Code applies with re-
spect to amounts properly taken into ac-
count by such trust during 1997, paragraphs
GYA)@) M), B)(A)(ii)(I), and (13)(A) of section
1(h) of the 1986 Code (as in effect for taxable
years ending on December 31, 1997) shall not
apply.

(c) AMENDMENT RELATED TO SECTION 506 OF
1997 ACT.—

(1) Section 2001(f)(2) of the 1986 Code is
amended by adding at the end the following:
“For purposes of subparagraph (A), the value
of an item shall be treated as shown on a re-
turn if the item is disclosed in the return, or
in a statement attached to the return, in a
manner adequate to apprise the Secretary of
the nature of such item.”.

(2) Paragraph (9) of section 6501(c) of the
1986 Code is amended by striking the last
sentence.

(d) AMENDMENTS RELATED TO SECTION 904
OF 1997 ACT.—

(1) Paragraph (1) of section 9510(c) of the
1986 Code is amended to read as follows:

“(1) IN GENERAL.—Amounts in the Vaccine
Injury Compensation Trust Fund shall be
available, as provided in appropriation Acts,
only for—

“(A) the payment of compensation under
subtitle 2 of title XXI of the Public Health
Service Act (as in effect on August 5, 1997)
for vaccine-related injury or death with re-
spect to any vaccine—

“(i) which is administered after September
30, 1988, and

‘(i) which is a taxable vaccine (as defined
in section 4132(a)(1)) at the time compensa-
tion is paid under such subtitle 2, or

““(B) the payment of all expenses of admin-
istration (but not in excess of $9,500,000 for
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any fiscal year) incurred by the Federal Gov-
ernment in administering such subtitle.”.

(2) Section 9510(b) of the 1986 Code is
amended by adding at the end the following
new paragraph:

““(3) LIMITATION ON TRANSFERS TO VACCINE
INJURY COMPENSATION TRUST FUND.—NO
amount may be appropriated to the Vaccine
Injury Compensation Trust Fund on and
after the date of any expenditure from the
Trust Fund which is not permitted by this
section. The determination of whether an ex-
penditure is so permitted shall be made with-
out regard to—

““(A) any provision of law which is not con-
tained or referenced in this title or in a reve-
nue Act, and

““(B) whether such provision of law is a
subsequently enacted provision or directly or
indirectly seeks to waive the application of
this paragraph.”.

(e) AMENDMENTS RELATED TO SECTION 915
OF 1997 ACT.—

(1) Section 915 of the Taxpayer Relief Act
of 1997 is amended—

(A) in subsection (b), by inserting “‘or 1998
after “*1997”°, and

(B) by amending subsection (d) to read as
follows:

‘“(d) EFFecTIVE DATE.—This section shall
apply to taxable years ending with or within
calendar year 1997.”".

(2) Paragraph (2) of section 6404(h) of the
1986 Code is amended by inserting ‘“Robert T.
Stafford’” before “‘Disaster”’.

(f) AMENDMENTS RELATED TO SECTION 1012
OF 1997 ACT.—

(1) Paragraph (2) of section 351(c) of the
1986 Code, as amended by section 6010(c) of
the 1998 Act, is amended by inserting *‘, or
the fact that the corporation whose stock
was distributed issues additional stock,”
after ‘“‘dispose of part or all of the distrib-
uted stock™.

(2) Clause (ii) of section 368(a)(2)(H) of the
1986 Code, as amended by section 6010(c) of
the 1998 Act, is amended by inserting *‘, or
the fact that the corporation whose stock
was distributed issues additional stock,”
after ‘“‘dispose of part or all of the distrib-
uted stock™.

(g) AMENDMENT RELATED TO SECTION 1082
OF 1997 AcT.—Subparagraph (F) of section
172(b)(1) of the 1986 Code is amended by add-
ing at the end the following new clause:

““(iv) COORDINATION WITH PARAGRAPH (2).—
For purposes of applying paragraph (2), an el-
igible loss for any taxable year shall be
treated in a manner similar to the manner in
which a specified liability loss is treated.””

(h) AMENDMENT RELATED TO SECTION 1084
OF 1997 AcT.—Paragraph (3) of section 264(f)
of the 1986 Code is amended by adding at the
end the following flush sentence:

“If the amount described in subparagraph
(A) with respect to any policy or contract
does not reasonably approximate its actual
value, the amount taken into account under
subparagraph (A) shall be the greater of the
amount of the insurance company liability
or the insurance company reserve with re-
spect to such policy or contract (as deter-
mined for purposes of the annual statement
approved by the National Association of In-
surance Commissioners) or shall be such
other amount as is determined by the Sec-
retary.”

(i) AMENDMENT RELATED TO SECTION 1205 OF
1997 Act.—Paragraph (2) of section 6311(d) of
the 1986 Code is amended by striking ‘‘under
such contracts” in the last sentence and in-
serting ‘“‘under any such contract for the use
of credit or debit cards for the payment of
taxes imposed by subtitle A”.

() EFFecTIVE DATE.—The amendments
made by this section shall take effect as if
included in the provisions of the Taxpayer
Relief Act of 1997 to which they relate.
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SEC. 504. AMENDMENTS RELATED TO TAX RE-
FORM ACT OF 1984.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 172(d)(4) of the 1986 Code is amended to
read as follows:

“(C) any deduction for casualty or theft
losses allowable under paragraph (2) or (3) of
section 165(c) shall be treated as attributable
to the trade or business; and”’.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (3) of section 67(b) of the 1986
Code is amended by striking ‘‘for losses de-
scribed in subsection (c)(3) or (d) of section
165 and inserting ‘“‘for casualty or theft
losses described in paragraph (2) or (3) of sec-
tion 165(c) or for losses described in section
165(d)”.

(2) Paragraph (3) of section 68(c) of the 1986
Code is amended by striking “‘for losses de-
scribed in subsection (c)(3) or (d) of section
165" and inserting ‘‘for casualty or theft
losses described in paragraph (2) or (3) of sec-
tion 165(c) or for losses described in section
165(d)”".

(3) Paragraph (1) of section 873(b) is amend-
ed to read as follows:

‘(1) Losses.—The deduction allowed by
section 165 for casualty or theft losses de-
scribed in paragraph (2) or (3) of section
165(c), but only if the loss is of property lo-
cated within the United States.”

(c) EFFECTIVE DATES.—

(1) The amendments made by subsections
(a) and (b)(3) shall apply to taxable years be-
ginning after December 31, 1983.

(2) The amendment made by subsection
(b)(1) shall apply to taxable years beginning
after December 31, 1986.

(3) The amendment made by subsection
(b)(2) shall apply to taxable years beginning
after December 31, 1990.

SEC. 505. OTHER AMENDMENTS.

(a) AMENDMENTS RELATED TO SECTION 6103
OF 1986 CODE.—

(1) Subsection (j) of section 6103 of the 1986
Code is amended by adding at the end the
following new paragraph:

““(5) DEPARTMENT OF AGRICULTURE.—Upon
request in writing by the Secretary of Agri-
culture, the Secretary shall furnish such re-
turns, or return information reflected there-
on, as the Secretary may prescribe by regu-
lation to officers and employees of the De-
partment of Agriculture whose official du-
ties require access to such returns or infor-
mation for the purpose of, but only to the ex-
tent necessary in, structuring, preparing,
and conducting the census of agriculture
pursuant to the Census of Agriculture Act of
1997 (Public Law 105-113).".

(2) Paragraph (4) of section 6103(p) of the
1986 Code is amended by striking ““(j)(1) or
(2) in the material preceding subparagraph
(A) and in subparagraph (F) and inserting
“1)@. (2, or (5)".

(3) The amendments made by this sub-
section shall apply to requests made on or
after the date of the enactment of this Act.

(b) AMENDMENT RELATED TO SECTION 9004
OF TRANSPORTATION EQUITY ACT FOR THE 21ST
CENTURY.—

(1) Paragraph (2) of section 9503(f) of the
1986 Code is amended to read as follows:

““(2) notwithstanding section 9602(b), obli-
gations held by such Fund after September
30, 1998, shall be obligations of the United
States which are not interest-bearing.”

(2) The amendment made by paragraph (1)
shall take effect on October 1, 1998.

(c) CLERICAL AMENDMENTS.—

(1) Clause (i) of section 51(d)(6)(B) of the
1986 Code is amended by striking ‘“‘rehabilita-
tion plan” and inserting ‘“‘plan for employ-
ment”’. The reference to plan for employ-
ment in such clause shall be treated as in-
cluding a reference to the rehabilitation
plans referred to in such clause as in effect
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before the amendment made by the preced-
ing sentence.

(2) Subparagraphs (C) and (D) of section
6693(a)(2) of the 1986 Code are each amended
by striking ‘‘Section’ and inserting ‘‘sec-
tion”’.

TITLE VI—AMERICAN COMMUNITY
RENEWAL ACT OF 1998
SEC. 601. SHORT TITLE.

This title may be cited as the ‘“American
Community Renewal Act of 1998,

SEC. 602. DESIGNATION OF AND TAX INCENTIVES
FOR RENEWAL COMMUNITIES.

(@) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new sub-
chapter:

“Subchapter X—Renewal Communities
“Part l. Designation.
“Part Il. Renewal community capital gain;
renewal community business.
“Part I1l1. Family development accounts.
“Part IV. Additional incentives.
“PART I—DESIGNATION
““‘Sec. 1400E. Designation of renewal commu-
nities.
“SEC. 1400E. DESIGNATION OF RENEWAL COMMU-
NITIES.

‘‘(a) DESIGNATION.—

““(1) DEefFINITIONS.—For purposes of this
title, the term ‘renewal community’ means
any area—

“(A) which is nominated by one or more
local governments and the State or States in
which it is located for designation as a re-
newal community (hereinafter in this sec-
tion referred to as a ‘nominated area’), and

“(B) which the Secretary of Housing and
Urban Development designates as a renewal
community, after consultation with—

‘(i) the Secretaries of Agriculture, Com-
merce, Labor, and the Treasury; the Director
of the Office of Management and Budget; and
the Administrator of the Small Business Ad-
ministration, and

“(ii) in the case of an area on an Indian
reservation, the Secretary of the Interior.

““(2) NUMBER OF DESIGNATIONS.—

“(A) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate
not more than 20 nominated areas as renewal
communities.

“(B) MINIMUM DESIGNATION IN RURAL
AREAS.—Of the areas designated under para-
graph (1), at least 4 must be areas—

‘(i) which are within a local government
jurisdiction or jurisdictions with a popu-
lation of less than 50,000,

“(if) which are outside of a metropolitan
statistical area (within the meaning of sec-
tion 143(k)(2)(B)), or

“(iii) which are determined by the Sec-
retary of Housing and Urban Development,
after consultation with the Secretary of
Commerce, to be rural areas.

““(3) AREAS DESIGNATED BASED ON DEGREE
OF POVERTY, ETC.—

“(A) IN GENERAL.—EXxcept as otherwise pro-
vided in this section, the nominated areas
designated as renewal communities under
this subsection shall be those nominated
areas with the highest average ranking with
respect to the criteria described in subpara-
graphs (B), (C), and (D) of subsection (c)(3).
For purposes of the preceding sentence, an
area shall be ranked within each such cri-
terion on the basis of the amount by which
the area exceeds such criterion, with the
area which exceeds such criterion by the
greatest amount given the highest ranking.

““(B) EXCEPTION WHERE INADEQUATE COURSE
OF ACTION, ETC.—An area shall not be des-
ignated under subparagraph (A) if the Sec-
retary of Housing and Urban Development
determines that the course of action de-
scribed in subsection (d)(2) with respect to
such area is inadequate.

CONGRESSIONAL RECORD —HOUSE

“(C) PRIORITY FOR EMPOWERMENT ZONES
AND ENTERPRISE COMMUNITIES WITH RESPECT
TO FIRST HALF OF DESIGNATIONS.—With re-
spect to the first 10 designations made under
this section—

‘(i) 10 shall be chosen from nominated
areas which are empowerment zones or en-
terprise communities (and are otherwise eli-
gible for designation under this section), and

““(ii) of such 10, 2 shall be areas described in
paragraph (2)(B).

‘“(4) LIMITATION ON DESIGNATIONS.—

““(A) PUBLICATION OF REGULATIONS.—The
Secretary of Housing and Urban Develop-
ment shall prescribe by regulation no later
than 4 months after the date of the enact-
ment of this section, after consultation with
the officials described in paragraph (1)(B)—

‘(i) the procedures for nominating an area
under paragraph (1)(A),

‘(i) the parameters relating to the size
and population characteristics of a renewal
community, and

““(iii) the manner in which nominated areas
will be evaluated based on the criteria speci-
fied in subsection (d).

““(B) TIME LIMITATIONS.—The Secretary of
Housing and Urban Development may des-
ignate nominated areas as renewal commu-
nities only during the 24-month period begin-
ning on the first day of the first month fol-
lowing the month in which the regulations
described in subparagraph (A) are prescribed.

““(C) PROCEDURAL RULES.—The Secretary of
Housing and Urban Development shall not
make any designation of a nominated area as
a renewal community under paragraph (2)
unless—

‘(i) the local governments and the States
in which the nominated area is located have
the authority—

“(1) to nominate such area for designation
as a renewal community,

“(I1) to make the State and local commit-
ments described in subsection (d), and

“(111) to provide assurances satisfactory to
the Secretary of Housing and Urban Develop-
ment that such commitments will be ful-
filled,

““(if) a nomination regarding such area is
submitted in such a manner and in such
form, and contains such information, as the
Secretary of Housing and Urban Develop-
ment shall by regulation prescribe, and

““(iii) the Secretary of Housing and Urban
Development determines that any informa-
tion furnished is reasonably accurate.

““(5) NOMINATION PROCESS FOR INDIAN RES-
ERVATIONS.—For purposes of this subchapter,
in the case of a nominated area on an Indian
reservation, the reservation governing body
(as determined by the Secretary of the Inte-
rior) shall be treated as being both the State
and local governments with respect to such
area.

“(b) PERIOD FOR WHICH DESIGNATION IS IN
EFFECT.—

““(1) IN GENERAL.—AnNy designation of an
area as a renewal community shall remain in
effect during the period beginning on the
date of the designation and ending on the
earliest of—

““(A) December 31, 2006,

‘“(B) the termination date designated by
the State and local governments in their
nomination, or

*“(C) the date the Secretary of Housing and
Urban Development revokes such designa-
tion.

*“(2) REVOCATION OF DESIGNATION.—The Sec-
retary of Housing and Urban Development
may revoke the designation under this sec-
tion of an area if such Secretary determines
that the local government or the State in
which the area is located—

“(A) has modified the boundaries of the
area, or
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“(B) is not complying substantially with,
or fails to make progress in achieving, the
State or local commitments, respectively,
described in subsection (d).

“(c) AREA AND ELIGIBILITY
MENTS.—

“(1) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate a
nominated area as a renewal community
under subsection (a) only if the area meets
the requirements of paragraphs (2) and (3) of
this subsection.

““(2) AREA REQUIREMENTS.—A nominated
area meets the requirements of this para-
graph if—

“(A) the area is within the jurisdiction of
one or more local governments,

““(B) the boundary of the area is continu-
ous, and

““(C) the area—

““(i) has a population, of at least—

“(1) 4,000 if any portion of such area (other
than a rural area described in subsection
(a)(2)(B)(i)) is located within a metropolitan
statistical area (within the meaning of sec-
tion 143(k)(2)(B)) which has a population of
50,000 or greater, or

““(11) 1,000 in any other case, or

“(ii) is entirely within an Indian reserva-
tion (as determined by the Secretary of the
Interior).

“(3) ELIGIBILITY REQUIREMENTS.—A nomi-
nated area meets the requirements of this
paragraph if the State and the local govern-
ments in which it is located certify (and the
Secretary of Housing and Urban Develop-
ment, after such review of supporting data as
he deems appropriate, accepts such certifi-
cation) that—

“(A) the area is one of pervasive poverty,
unemployment, and general distress,

““(B) the unemployment rate in the area, as
determined by the most recent available
data, was at least 1% times the national un-
employment rate for the period to which
such data relate,

“(C) the poverty rate for each population
census tract within the nominated area is at
least 20 percent, and

“(D) in the case of an urban area, at least
70 percent of the households living in the
area have incomes below 80 percent of the
median income of households within the ju-
risdiction of the local government (deter-
mined in the same manner as under section
119(b)(2) of the Housing and Community De-
velopment Act of 1974).

‘“(4) CONSIDERATION OF HIGH INCIDENCE OF
CRIME.—The Secretary of Housing and Urban
Development shall take into account, in se-
lecting nominated areas for designation as
renewal communities under this section, the
extent to which such areas have a high inci-
dence of crime.

““(5) CONSIDERATION OF COMMUNITIES IDENTI-
FIED IN GAO STUDY.—The Secretary of Hous-
ing and Urban Development shall take into
account, in selecting nominated areas for
designation as renewal communities under
this section, if the area has census tracts
identified in the May 12, 1998, report of the
Government Accounting Office regarding the
identification of economically distressed
areas.

REQUIRE-

““(d) REQUIRED STATE AND LocAL COMMIT-
MENTS.—

“(1) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate
any nominated area as a renewal community
under subsection (a) only if—

““(A) the local government and the State in
which the area is located agree in writing
that, during any period during which the
area is a renewal community, such govern-
ments will follow a specified course of action
which meets the requirements of paragraph
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(2) and is designed to reduce the various bur-
dens borne by employers or employees in
such area, and

‘“(B) the economic growth promotion re-
quirements of paragraph (3) are met.

““(2) COURSE OF ACTION.—

“(A) IN GENERAL.—A course of action meets
the requirements of this paragraph if such
course of action is a written document,
signed by a State (or local government) and
neighborhood organizations, which evidences
a partnership between such State or govern-
ment and community-based organizations
and which commits each signatory to spe-
cific and measurable goals, actions, and
timetables. Such course of action shall in-
clude at least five of the following:

“(i) A reduction of tax rates or fees apply-
ing within the renewal community.

“(if) An increase in the level of efficiency
of local services within the renewal commu-
nity.

“(iif) Crime reduction strategies, such as
crime prevention (including the provision of
such services by nongovernmental entities).

“(iv) Actions to reduce, remove, simplify,
or streamline governmental requirements
applying within the renewal community.

“(v) Involvement in the program by pri-
vate entities, organizations, neighborhood
organizations, and community groups, par-
ticularly those in the renewal community,
including a commitment from such private
entities to provide jobs and job training for,
and technical, financial, or other assistance
to, employers, employees, and residents from
the renewal community.

““(vi) State or local income tax benefits for
fees paid for services performed by a non-
governmental entity which were formerly
performed by a governmental entity.

““(vii) The gift (or sale at below fair market
value) of surplus real property (such as land,
homes, and commercial or industrial struc-
tures) in the renewal community to neigh-
borhood organizations, community develop-
ment corporations, or private companies.

““(B) RECOGNITION OF PAST EFFORTS.—For
purposes of this section, in evaluating the
course of action agreed to by any State or
local government, the Secretary of Housing
and Urban Development shall take into ac-
count the past efforts of such State or local
government in reducing the various burdens
borne by employers and employees in the
area involved.

““(8) ECONOMIC GROWTH PROMOTION REQUIRE-
MENTS.—The economic growth promotion re-
quirements of this paragraph are met with
respect to a nominated area if the local gov-
ernment and the State in which such area is
located certify in writing that such govern-
ment and State, respectively, have repealed
or otherwise will not enforce within the
area, if such area is designated as a renewal
community—

“(A) licensing requirements for occupa-
tions that do not ordinarily require a profes-
sional degree,

“(B) zoning restrictions on home-based
businesses which do not create a public nui-
sance,

“(C) permit requirements for street ven-
dors who do not create a public nuisance,

‘(D) zoning or other restrictions that im-
pede the formation of schools or child care
centers, and

“(E) franchises or other restrictions on
competition for businesses providing public
services, including but not limited to taxi-
cabs, jitneys, cable television, or trash haul-
ing,
except to the extent that such regulation of
businesses and occupations is necessary for
and well-tailored to the protection of health
and safety.

““(e) COORDINATION WITH TREATMENT OF EM-
POWERMENT ZONES AND ENTERPRISE COMMU-
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NITIES.—For purposes of this title, if there
are in effect with respect to the same area
both—

‘(1) a designation as a renewal community,
and

““(2) a designation as an empowerment zone
or enterprise community,
both of such designations shall be given full
effect with respect to such area.

““(f) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subchapter—

‘(1) GOVERNMENTS.—If more than one gov-
ernment seeks to nominate an area as a re-
newal community, any reference to, or re-
quirement of, this section shall apply to all
such governments.

“(2) STATE.—The term ‘State’ includes
Puerto Rico, the Virgin Islands of the United
States, Guam, American Samoa, the North-
ern Mariana Islands, and any other posses-
sion of the United States.

““(3) LocAL GOVERNMENT.—The term ‘local
government’ means—

““(A) any county, city, town, township, par-
ish, village, or other general purpose politi-
cal subdivision of a State,

‘“(B) any combination of political subdivi-
sions described in subparagraph (A) recog-
nized by the Secretary of Housing and Urban
Development, and

““(C) the District of Columbia.

‘“(4) APPLICATION OF RULES RELATING TO
CENSUS TRACTS AND CENSUS DATA.—The rules
of sections 1392(b)(4) and 1393(a)(9) shall
apply.

“PART II—RENEWAL COMMUNITY CAP-

ITAL GAIN; RENEWAL COMMUNITY BUSI-

NESS

““Sec. 1400F. Renewal community capital
gain.

““Sec. 1400G. Renewal community business
defined.

“SEC. 1400F. RENEWAL COMMUNITY CAPITAL
GAIN.

‘(@) GENERAL RULE.—Gross income does
not include any qualified capital gain recog-
nized on the sale or exchange of a qualified
community asset held for more than 5 years.

“(b) QUALIFIED COMMUNITY ASSET.—For
purposes of this section—

““(1) IN GENERAL.—The term ‘qualified com-
munity asset’” means—

“(A) any qualified community stock,

““(B) any qualified community partnership
interest, and

“(C) any qualified community business
property.

““(2) QUALIFIED COMMUNITY STOCK.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘qualified com-
munity stock’ means any stock in a domes-
tic corporation if—

‘(i) such stock is acquired by the taxpayer
after December 31, 1999, and before January
1, 2007, at its original issue (directly or
through an underwriter) from the corpora-
tion solely in exchange for cash,

““(ii) as of the time such stock was issued,
such corporation was a renewal community
business (or, in the case of a new corpora-
tion, such corporation was being organized
for purposes of being a renewal community
business), and

““(iii) during substantially all of the tax-
payer’s holding period for such stock, such
corporation qualified as a renewal commu-
nity business.

““(B) REDEMPTIONS.—A rule similar to the
rule of section 1202(c)(3) shall apply for pur-
poses of this paragraph.

““(3) QUALIFIED COMMUNITY PARTNERSHIP IN-
TEREST.—The term ‘qualified community
partnership interest’ means any interest in a
partnership if—

““(A) such interest is acquired by the tax-
payer after December 31, 1999, and before
January 1, 2007,

September 26, 1998

“(B) as of the time such interest was ac-
quired, such partnership was a renewal com-
munity business (or, in the case of a new
partnership, such partnership was being or-
ganized for purposes of being a renewal com-
munity business), and

“(C) during substantially all of the tax-
payer’s holding period for such interest, such
partnership qualified as a renewal commu-
nity business.

A rule similar to the rule of paragraph (2)(B)
shall apply for purposes of this paragraph.

““(4) QUALIFIED COMMUNITY BUSINESS PROP-
ERTY.—

“(A) IN GENERAL.—The term ‘qualified
community business property’ means tan-
gible property if—

‘(i) such property was acquired by the tax-
payer by purchase (as defined in section
179(d)(2)) after December 31, 1999, and before
January 1, 2007,

‘(i) the original use of such property in
the renewal community commences with the
taxpayer, and

“(iil) during substantially all of the tax-
payer’s holding period for such property,
substantially all of the use of such property
was in a renewal community business of the
taxpayer.

“(B) SPECIAL RULE FOR SUBSTANTIAL IM-
PROVEMENTS.—The requirements of clauses
(i) and (ii) of subparagraph (A) shall be treat-
ed as satisfied with respect to—

“(i) property which is substantially im-
proved (within the meaning of section
1400B(b)(4)(B)(ii)) by the taxpayer before Jan-
uary 1, 2007, and

“(ii) any land on which such property is lo-
cated.

“(c) CERTAIN RuULES To APPLY.—Rules
similar to the rules of paragraphs (5), (6), and
(7) of subsection (b), and subsections (e), (f),
and (g), of section 1400B shall apply for pur-
poses of this section.

“SEC. 1400G. RENEWAL COMMUNITY BUSINESS
DEFINED.

“For purposes of this part, the term ‘re-
newal community business’ means any en-
tity or proprietorship which would be a
qualified business entity or qualified propri-
etorship under section 1397B if—

“(1) references to renewal communities
were substituted for references to empower-
ment zones in such section; and

“(2) ‘80 percent’ were substituted for ‘50
percent’ in subsections (b)(2) and (c)(1) of
such section.

“PART III—FAMILY DEVELOPMENT
ACCOUNTS
““Sec. 1400H. Family development accounts
for renewal community EITC
recipients.
““Sec. 14001. Demonstration program to pro-
vide matching contributions to
family development accounts in
certain renewal communities.
Designation of earned income
tax credit payments for deposit
to family development account.
“SEC. 1400H. FAMILY DEVELOPMENT ACCOUNTS
FOR RENEWAL COMMUNITY EITC
RECIPIENTS.

““(a) ALLOWANCE OF DEDUCTION.—

““(1) IN GENERAL.—There shall be allowed as
a deduction—

“(A) in the case of a qualified individual,
the amount paid in cash for the taxable year
by such individual to any family develop-
ment account for such individual’s benefit,
and

““(B) in the case of any person other than a
qualified individual, the amount paid in cash
for the taxable year by such person to any
family development account for the benefit
of a qualified individual but only if the
amount so paid is designated for purposes of
this section by such individual.

““‘Sec. 1400J.
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No deduction shall be allowed under this
paragraph for any amount deposited in a
family development account under section
14001 (relating to demonstration program to
provide matching amounts in renewal com-
munities).

““(2) LIMITATION.—

“(A) IN GENERAL.—The amount allowable
as a deduction to any individual for any tax-
able year by reason of paragraph (1)(A) shall
not exceed the lesser of—

(i) $2,000, or

“(if) an amount equal to the compensation
includible in the individual’s gross income
for such taxable year.

““(B) PERSONS DONATING TO FAMILY DEVEL-
OPMENT ACCOUNTS OF OTHERS.—The amount
which may be designated under paragraph
(1)(B) by any qualified individual for any
taxable year of such individual shall not ex-
ceed $1,000.

““(8) SPECIAL RULES FOR CERTAIN MARRIED
INDIVIDUALS.—Rules similar to rules of sec-
tion 219(c) shall apply to the limitation in
paragraph (2)(A).

““(4) COORDINATION WITH IRA’S.—No deduc-
tion shall be allowed under this section to
any person by reason of a payment to an ac-
count for the benefit of a qualified individual
if any amount is paid into an individual re-
tirement account (including a Roth IRA) for
the benefit of such individual.

““(5) RoLLOVERS.—No deduction shall be al-
lowed under this section with respect to any
rollover contribution.

“(b) TAX TREATMENT OF DISTRIBUTIONS.—

““(1) INCLUSION OF AMOUNTS IN GROSS IN-
COME.—Except as otherwise provided in this
subsection, any amount paid or distributed
out of a family development account shall be
included in gross income by the payee or dis-
tributee, as the case may be.

““(2) EXCLUSION OF QUALIFIED FAMILY DEVEL-
OPMENT DISTRIBUTIONS.—Paragraph (1) shall
not apply to any qualified family develop-
ment distribution.

““(c) QUALIFIED FAMILY DEVELOPMENT Dis-
TRIBUTION.—For purposes of this section—

“(1) IN GENERAL.—The term ‘qualified fam-
ily development distribution” means any
amount paid or distributed out of a family
development account which would otherwise
be includible in gross income, to the extent
that such payment or distribution is used ex-
clusively to pay qualified family develop-
ment expenses for the holder of the account
or the spouse or dependent (as defined in sec-
tion 152) of such holder.

“(2) QUALIFIED FAMILY DEVELOPMENT EX-
PENSES.—The term ‘qualified family develop-
ment expenses’ means any of the following:

““(A) Qualified higher education expenses.

““(B) Qualified first-time homebuyer costs.

“(C) Qualified business capitalization
costs.

““(D) Qualified medical expenses.

“(E) Qualified rollovers.

““(3) QUALIFIED HIGHER EDUCATION
PENSES.—

“(A) IN GENERAL.—The term ‘qualified
higher education expenses’ has the meaning
given such term by section 72(t)(7), deter-
mined by treating postsecondary vocational
educational schools as eligible educational
institutions.

“(B) POSTSECONDARY VOCATIONAL EDU-
CATION SCHOOL.—The term ‘postsecondary vo-
cational educational school’ means an area
vocational education school (as defined in
subparagraph (C) or (D) of section 521(4) of
the Carl D. Perkins Vocational and Applied
Technology Education Act (20 U.S.C. 2471(4)))
which is in any State (as defined in section
521(33) of such Act), as such sections are in
effect on the date of the enactment of this
section.

““(C) COORDINATION WITH OTHER BENEFITS.—
The amount of qualified higher education ex-

EX-
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penses for any taxable year shall be reduced
as provided in section 25A(g)(2).

‘“(4) QUALIFIED FIRST-TIME HOMEBUYER
cosTs.—The term ‘qualified first-time home-
buyer costs’ means qualified acquisition
costs (as defined in section 72(t)(8) without
regard to subparagraph (B) thereof) with re-
spect to a principal residence (within the
meaning of section 121) for a qualified first-
time homebuyer (as defined in such section).

““(5) QUALIFIED BUSINESS CAPITALIZATION
COSTS.—

“(A) IN GENERAL.—The term ‘qualified
business capitalization costs’ means quali-
fied expenditures for the capitalization of a
qualified business pursuant to a qualified
plan.

‘“(B) QUALIFIED EXPENDITURES.—The term
‘qualified expenditures’ means expenditures
included in a qualified plan, including cap-
ital, plant, equipment, working capital, and
inventory expenses.

““(C) QUALIFIED BUSINESS.—The term ‘quali-
fied business’ means any business that does
not contravene any law.

‘(D) QUALIFIED PLAN.—The term ‘qualified
plan’ means a business plan which meets
such requirements as the Secretary may
specify.

‘“(6) QUALIFIED MEDICAL EXPENSES.—The
term ‘qualified medical expenses’ means any
amount paid during the taxable year, not
compensated for by insurance or otherwise,
for medical care (as defined in section 213(d))
of the taxpayer, his spouse, or his dependent
(as defined in section 152).

“(7) QUALIFIED ROLLOVERS.—The term
‘gqualified rollover’ means any amount paid
from a family development account of a tax-
payer into another such account established
for the benefit of—

““(A) such taxpayer, or

““(B) any qualified individual who is—

‘(i) the spouse of such taxpayer, or

‘(i) any dependent (as defined in section
152) of the taxpayer.

Rules similar to the rules of section 408(d)(3)
shall apply for purposes of this paragraph.

““(d) TAX TREATMENT OF ACCOUNTS.—

““(1) IN GENERAL.—AnNy family development
account is exempt from taxation under this
subtitle unless such account has ceased to be
a family development account by reason of
paragraph (2). Notwithstanding the preced-
ing sentence, any such account is subject to
the taxes imposed by section 511 (relating to
imposition of tax on unrelated business in-
come of charitable, etc., organizations). Not-
withstanding any other provision of this
title (including chapters 11 and 12), the basis
of any person in such an account is zero.

““(2) LOSS OF EXEMPTION IN CASE OF PROHIB-
ITED TRANSACTIONS.—For purposes of this
section, rules similar to the rules of section
408(e) shall apply.

““(3) OTHER RULES TO APPLY.—Rules similar
to the rules of paragraphs (4), (5), and (6) of
section 408(d) shall apply for purposes of this
section.

‘“(e) FAMILY DEVELOPMENT ACCOUNT.—For
purposes of this title, the term ‘family devel-
opment account’ means a trust created or or-
ganized in the United States for the exclu-
sive benefit of a qualified individual or his
beneficiaries, but only if the written govern-
ing instrument creating the trust meets the
following requirements:

““(1) Except in the case of a qualified roll-
over (as defined in subsection (c)(7))—

“(A) no contribution will be accepted un-
less it is in cash, and

““(B) contributions will not be accepted for
the taxable year in excess of $3,000 (deter-
mined without regard to any contribution
made under section 14001 (relating to dem-
onstration program to provide matching
amounts in renewal communities)).
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““(2) The requirements of paragraphs (2)
through (6) of section 408(a) are met.

“(f) QUALIFIED INDIVIDUAL.—FoOr purposes
of this section, the term ‘qualified individ-
ual’ means, for any taxable year, an individ-
ual—

“(1) who is a bona fide resident of a re-
newal community throughout the taxable
year, and

““(2) to whom a credit was allowed under
section 32 for the preceding taxable year.

‘““(g) OTHER DEFINITIONS AND SPECIAL
RULES.—

““(1) COMPENSATION.—The term ‘compensa-
tion’ has the meaning given such term by
section 219(f)(1).

““(2) MARRIED INDIVIDUALS.—The maximum
deduction under subsection (a) shall be com-
puted separately for each individual, and
this section shall be applied without regard
to any community property laws.

“(83) TIME WHEN CONTRIBUTIONS DEEMED
MADE.—For purposes of this section, a tax-
payer shall be deemed to have made a con-
tribution to a family development account
on the last day of the preceding taxable year
if the contribution is made on account of
such taxable year and is made not later than
the time prescribed by law for filing the re-
turn for such taxable year (not including ex-
tensions thereof).

““(4) EMPLOYER PAYMENTS; CUSTODIAL AC-
COUNTS.—Rules similar to the rules of sec-
tions 219(f)(5) and 408(h) shall apply for pur-
poses of this section.

““(5) REPORTS.—The trustee of a family de-
velopment account shall make such reports
regarding such account to the Secretary and
to the individual for whom the account is
maintained with respect to contributions
(and the years to which they relate), dis-
tributions, and such other matters as the
Secretary may require under regulations.
The reports required by this paragraph—

“(A) shall be filed at such time and in such
manner as the Secretary prescribes in such
regulations, and

““(B) shall be furnished to individuals—

“(i) not later than January 31 of the cal-
endar year following the calendar year to
which such reports relate, and

“(ii) in such manner as the Secretary pre-
scribes in such regulations.

““(6) INVESTMENT IN COLLECTIBLES TREATED
AS DISTRIBUTIONS.—Rules similar to the rules
of section 408(m) shall apply for purposes of
this section.

““(h) PENALTY FOR DISTRIBUTIONS NOT USED
FOR QUALIFIED FAMILY DEVELOPMENT EX-
PENSES.—

““(1) IN GENERAL.—If any amount is distrib-
uted from a family development account and
is not used exclusively to pay qualified fam-
ily development expenses for the holder of
the account or the spouse or dependent (as
defined in section 152) of such holder, the tax
imposed by this chapter for the taxable year
of such distribution shall be increased by the
sum of—

“(A) 100 percent of the portion of such
amount which is includible in gross income
and is attributable to amounts contributed
under section 14001 (relating to demonstra-
tion program to provide matching amounts
in renewal communities), and

“(B) 10 percent of the portion of such
amount which is includible in gross income
and is not described in subparagraph (A).

For purposes of this subsection, distributions
which are includable in gross income shall be
treated as attributable to amounts contrib-
uted under section 14001 to the extent there-
of. For purposes of the preceding sentence,
all family development accounts of an indi-
vidual shall be treated as one account.

““(2) EXCEPTION FOR CERTAIN DISTRIBU-
TIONS.—Paragraph (1) shall not apply to dis-
tributions which are—
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“(A) made on or after the date on which
the account holder attains age 59%2,

““(B) made to a beneficiary (or the estate of
the account holder) on or after the death of
the account holder, or

“(C) attributable to the account holder’s
being disabled within the meaning of section
72(m)(7).

“(i) TERMINATION.—No deduction shall be
allowed under this section for any amount
paid to a family development account for
any taxable year beginning after December
31, 2006.

“SEC. 14001. DEMONSTRATION PROGRAM TO PRO-
VIDE MATCHING CONTRIBUTIONS
TO FAMILY DEVELOPMENT AC-
COUNTS IN CERTAIN RENEWAL COM-
MUNITIES.

‘‘(a) DESIGNATION.—

““(1) DEFINITIONS.—For purposes of this sec-
tion, the term ‘FDA matching demonstra-
tion area’ means any renewal community—

“(A) which is nominated under this section
by each of the local governments and States
which nominated such community for des-
ignation as a renewal community under sec-
tion 1400E(a)(1)(A), and

“(B) which the Secretary of Housing and
Urban Development designates as an FDA
matching demonstration area after consulta-
tion with—

“(i) the Secretaries of Agriculture, Com-
merce, Labor, and the Treasury, the Director
of the Office of Management and Budget, and
the Administrator of the Small Business Ad-
ministration, and

“(ii) in the case of a community on an In-
dian reservation, the Secretary of the Inte-
rior.

““(2) NUMBER OF DESIGNATIONS.—

“(A) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate
not more than 5 communities as FDA match-
ing demonstration areas.

“(B) MINIMUM DESIGNATION IN RURAL
AREAS.—Of the areas designated under sub-
paragraph (A), at least 2 must be areas de-
scribed in section 1400E(a)(2)(B).

““(3) LIMITATIONS ON DESIGNATIONS.—

““(A) PUBLICATION OF REGULATIONS.—The
Secretary of Housing and Urban Develop-
ment shall prescribe by regulation no later
than 4 months after the date of the enact-
ment of this section, after consultation with
the officials described in paragraph (1)(B)—

“(i) the procedures for nominating a re-
newal community under paragraph (1)(A) (in-
cluding procedures for coordinating such
nomination with the nomination of an area
for designation as a renewal community
under section 1400E), and

“(ii) the manner in which nominated re-
newal communities will be evaluated for pur-
poses of this section.

“(B) TIME LIMITATIONS.—The Secretary of
Housing and Urban Development may des-
ignate renewal communities as FDA match-
ing demonstration areas only during the 24-
month period beginning on the first day of
the first month following the month in
which the regulations described in subpara-
graph (A) are prescribed.

‘“(4) DESIGNATION BASED ON DEGREE OF POV-
ERTY, ETC.—The rules of section 1400E(a)(3)
shall apply for purposes of designations of
FDA matching demonstration areas under
this section.

““(b) PERIOD FOR WHICH DESIGNATION IS IN
EFFECT.—AnNYy designation of a renewal com-
munity as an FDA matching demonstration
area shall remain in effect during the period
beginning on the date of such designation
and ending on the date on which such area
ceases to be a renewal community.

““(c) MATCHING CONTRIBUTIONS TO FAMILY
DEVELOPMENT ACCOUNTS.—

““(1) IN GENERAL.—Not less than once each
taxable year, the Secretary shall deposit (to
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the extent provided in appropriation Acts)
into a family development account of each
qualified individual (as defined in section
1400H(f))—

“(A) who is a resident throughout the tax-
able year of an FDA matching demonstra-
tion area, and

““(B) who requests (in such form and man-
ner as the Secretary prescribes) such deposit
for the taxable year,
an amount equal to the sum of the amounts
deposited into all of the family development
accounts of such individual during such tax-
able year (determined without regard to any
amount contributed under this section).

““(2) LIMITATIONS.—

“(A) ANNUAL LIMIT.—The Secretary shall
not deposit more than $1000 under paragraph
(1) with respect to any individual for any
taxable year.

“(B) AGGREGATE LIMIT.—The Secretary
shall not deposit more than $2000 under para-
graph (1) with respect to any individual for
all taxable years.

““(3) EXCLUSION FROM INCOME.—EXxcept as
provided in section 1400H, gross income shall
not include any amount deposited into a
family development account under para-
graph (1).

““(d) NoOTICE OF PROGRAM.—The Secretary
shall provide appropriate notice to residents
of FDA matching demonstration areas of the
availability of the benefits under this sec-
tion.

‘“(e) TERMINATION.—NO amount may be de-
posited under this section for any taxable
year beginning after December 31, 2006.

“SEC. 1400J. DESIGNATION OF EARNED INCOME
TAX CREDIT PAYMENTS FOR DE-
POSIT TO FAMILY DEVELOPMENT
ACCOUNT.

““(a) IN GENERAL.—With respect to the re-
turn of any qualified individual (as defined
in section 1400H(f)) for the taxable year of
the tax imposed by this chapter, such indi-
vidual may designate that a specified por-
tion (not less than $1) of any overpayment of
tax for such taxable year which is attrib-
utable to the earned income tax credit shall
be deposited by the Secretary into a family
development account of such individual. The
Secretary shall so deposit such portion des-
ignated under this subsection.

““(b) MANNER AND TIME OF DESIGNATION.—A
designation under subsection (a) may be
made with respect to any taxable year—

““(1) at the time of filing the return of the
tax imposed by this chapter for such taxable
year, or

“(2) at any other time (after the time of
filing the return of the tax imposed by this
chapter for such taxable year) specified in
regulations prescribed by the Secretary.

Such designation shall be made in such man-
ner as the Secretary prescribes by regula-
tions.

““(c) PORTION ATTRIBUTABLE TO EARNED IN-
COME TAX CREDIT.—For purposes of sub-
section (a), an overpayment for any taxable
year shall be treated as attributable to the
earned income tax credit to the extent that
such overpayment does not exceed the credit
allowed to the taxpayer under section 32 for
such taxable year.

‘“(d) OVERPAYMENTS TREATED AS RE-
FUNDED.—For purposes of this title, any por-
tion of an overpayment of tax designated
under subsection (a) shall be treated as being
refunded to the taxpayer as of the last date
prescribed for filing the return of tax im-
posed by this chapter (determined without
regard to extensions) or, if later, the date
the return is filed.

‘“(e) TERMINATION.—This section shall not
apply to any taxable year beginning after
December 31, 2006.

September 26, 1998

“PART IV—ADDITIONAL INCENTIVES
““‘Sec. 1400K. Commercial revitalization cred-

it.
““Sec. 1400L. Increase in expensing under sec-
tion 179.
“SEC. 1400K. COMMERCIAL REVITALIZATION
CREDIT.

““(a) GENERAL RULE.—For purposes of sec-
tion 46, except as provided in subsection (e),
the commercial revitalization credit for any
taxable year is an amount equal to the appli-
cable percentage of the qualified revitaliza-
tion expenditures with respect to any quali-
fied revitalization building.

“(b) APPLICABLE PERCENTAGE.—For pur-
poses of this section—

““(1) IN GENERAL.—The term ‘applicable per-
centage’ means—

“(A) 20 percent for the taxable year in
which a qualified revitalization building is
placed in service, or

““(B) at the election of the taxpayer, 5 per-
cent for each taxable year in the credit pe-
riod.

The election under subparagraph (B), once
made, shall be irrevocable.

““(2) CREDIT PERIOD.—

“(A) IN GENERAL.—The term ‘credit period’
means, with respect to any building, the pe-
riod of 10 taxable years beginning with the
taxable year in which the building is placed
in service.

“(B) APPLICABLE RULES.—Rules similar to
the rules under paragraphs (2) and (4) of sec-
tion 42(f) shall apply.

““(c) QUALIFIED REVITALIZATION BUILDINGS
AND EXPENDITURES.—For purposes of this
section—

““(1) QUALIFIED REVITALIZATION BUILDING.—
The term ‘qualified revitalization building’
means any building (and its structural com-
ponents) if—

““(A) such building is located in a renewal
community and is placed in service after De-
cember 31, 1999,

“(B) a commercial revitalization credit
amount is allocated to the building under
subsection (e), and

““(C) depreciation (or amortization in lieu
of depreciation) is allowable with respect to
the building.

““(2) QUALIFIED REVITALIZATION EXPENDI-
TURE.—

“(A) IN GENERAL.—The term ‘qualified revi-
talization expenditure’ means any amount
properly chargeable to capital account—

‘(i) for property for which depreciation is
allowable under section 168 and which is—

“(1) nonresidential real property, or

“(1) an addition or improvement to prop-
erty described in subclause (1), and

““(it) in connection with the construction of
any qualified revitalization building which
was not previously placed in service or in
connection with the substantial rehabilita-
tion (within the meaning of section
47(c)(1)(C)) of a building which was placed in
service before the beginning of such rehabili-
tation.

‘“(B) DOLLAR LIMITATION.—The aggregate
amount which may be treated as qualified
revitalization expenditures with respect to
any qualified revitalization building for any
taxable year shall not exceed the excess of—

‘(i) $10,000,000, reduced by

“(ii) any such expenditures with respect to
the building taken into account by the tax-
payer or any predecessor in determining the
amount of the credit under this section for
all preceding taxable years.

“(C) CERTAIN EXPENDITURES NOT IN-
CLUDED.—The term ‘qualified revitalization
expenditure’ does not include—

“(i) STRAIGHT LINE DEPRECIATION MUST BE
USED.—AnNy expenditure (other than with re-
spect to land acquisitions) with respect to
which the taxpayer does not use the straight
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line method over a recovery period deter-
mined under subsection (c) or (g) of section
168. The preceding sentence shall not apply
to any expenditure to the extent the alter-
native depreciation system of section 168(g)
applies to such expenditure by reason of sub-
paragraph (B) or (C) of section 168(g)(1).

““(if) ACQUISITION cOosTS.—The costs of ac-
quiring any building or interest therein and
any land in connection with such building to
the extent that such costs exceed 30 percent
of the qualified revitalization expenditures
determined without regard to this clause.

“(iif) OTHER CREDITS.—Any expenditure
which the taxpayer may take into account in
computing any other credit allowable under
this title unless the taxpayer elects to take
the expenditure into account only for pur-
poses of this section.

““(d) WHEN EXPENDITURES TAKEN INTO Ac-
COUNT.—

“(1) IN GENERAL.—Qualified revitalization
expenditures with respect to any qualified
revitalization building shall be taken into
account for the taxable year in which the
qualified revitalization building is placed in
service. For purposes of the preceding sen-
tence, a substantial rehabilitation of a build-
ing shall be treated as a separate building.

““(2) PROGRESS EXPENDITURE PAYMENTS.—
Rules similar to the rules of subsections
(b)(2) and (d) of section 47 shall apply for pur-
poses of this section.

““(e) LIMITATION ON AGGREGATE CREDITS AL-
LOWABLE WITH RESPECT TO BUILDINGS LoO-
CATED IN A STATE.—

““(1) IN GENERAL.—The amount of the credit
determined under this section for any tax-
able year with respect to any building shall
not exceed the commercial revitalization
credit amount (in the case of an amount de-
termined under subsection (b)(1)(B), the
present value of such amount as determined
under the rules of section 42(b)(2)(C)) allo-
cated to such building under this subsection
by the commercial revitalization credit
agency. Such allocation shall be made at the
same time and in the same manner as under
paragraphs (1) and (7) of section 42(h).

‘“(2) COMMERCIAL REVITALIZATION CREDIT
AMOUNT FOR AGENCIES.—

“(A) IN GENERAL.—The aggregate commer-
cial revitalization credit amount which a
commercial revitalization credit agency may
allocate for any calendar year is the amount
of the State commercial revitalization credit
ceiling determined under this paragraph for
such calendar year for such agency.

‘“(B) STATE COMMERCIAL REVITALIZATION
CREDIT CEILING.—The State commercial revi-
talization credit ceiling applicable to any
State—

“(i) for each calendar year after 1999 and
before 2007 is $2,000,000 for each renewal com-
munity in the State, and

““(ii) zero for each calendar year thereafter.

““(C) COMMERCIAL REVITALIZATION CREDIT
AGENCY.—For purposes of this section, the
term ‘commercial revitalization credit agen-
cy’ means any agency authorized by a State
to carry out this section.

““(f) RESPONSIBILITIES OF COMMERCIAL REVI-
TALIZATION CREDIT AGENCIES.—

““(1) PLANS FOR ALLOCATION.—Notwith-
standing any other provision of this section,
the commercial revitalization credit amount
with respect to any building shall be zero un-
less—

“(A) such amount was allocated pursuant
to a qualified allocation plan of the commer-
cial revitalization credit agency which is ap-
proved (in accordance with rules similar to
the rules of section 147(f)(2) (other than sub-
paragraph (B)(ii) thereof)) by the govern-
mental unit of which such agency is a part,
and

““(B) such agency notifies the chief execu-
tive officer (or its equivalent) of the local ju-
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risdiction within which the building is lo-
cated of such allocation and provides such
individual a reasonable opportunity to com-
ment on the allocation.

““(2) QUALIFIED ALLOCATION PLAN.—FoOr pur-
poses of this subsection, the term ‘qualified
allocation plan’ means any plan—

““(A) which sets forth selection criteria to
be used to determine priorities of the com-
mercial revitalization credit agency which
are appropriate to local conditions,

““(B) which considers—

‘(i) the degree to which a project contrib-
utes to the implementation of a strategic
plan that is devised for a renewal community
through a citizen participation process,

““(ii) the amount of any increase in perma-
nent, full-time employment by reason of any
project, and

‘“(iii) the active involvement of residents
and nonprofit groups within the renewal
community, and

““(C) which provides a procedure that the
agency (or its agent) will follow in monitor-
ing compliance with this section.

‘“(g9) TERMINATION.—This section shall not
apply to any building placed in service after
December 31, 2006.

INCREASE IN EXPENSING UNDER
SECTION 179.

“SEC. 1400L.

‘“(a) GENERAL RULE.—In the case of a re-
newal community business (as defined in sec-
tion 1400G), for purposes of section 179—

‘(1) the limitation under section 179(b)(1)
shall be increased by the lesser of—

““(A) $35,000, or

““(B) the cost of section 179 property which
is qualified renewal property placed in serv-
ice during the taxable year, and

““(2) the amount taken into account under
section 179(b)(2) with respect to any section
179 property which is qualified renewal prop-
erty shall be 50 percent of the cost thereof.

“(b) RECAPTURE.—Rules similar to the
rules under section 179(d)(10) shall apply with
respect to any qualified renewal property
which ceases to be used in a renewal commu-
nity by a renewal community business.

““(c) QUALIFIED RENEWAL PROPERTY.—For
purposes of this section—

““(1) IN GENERAL.—The term ‘qualified re-
newal property’ means any property to
which section 168 applies (or would apply but
for section 179) if—

“(A) such property was acquired by the
taxpayer by purchase (as defined in section
179(d)(2)) after December 31, 1999, and before
January 1, 2007, and

““(B) such property would be qualified zone
property (as defined in section 1397C) if ref-
erences to renewal communities were sub-
stituted for references to empowerment
zones in section 1397C.

““(2) CERTAIN RULES TO APPLY.—The rules of
subsections (a)(2) and (b) of section 1397C
shall apply for purposes of this section.”

SEC. 603. EXTENSION OF EXPENSING OF ENVI-
RONMENTAL REMEDIATION COSTS
TO RENEWAL COMMUNITIES.

(a) EXTENsSION.—Paragraph (2) of section
198(c) (defining targeted area) is amended by
redesignating subparagraph (C) as subpara-
graph (D) and by inserting after subpara-
graph (B) the following new subparagraph:

““(C) RENEWAL COMMUNITIES INCLUDED.—EX-
cept as provided in subparagraph (B), such
term shall include a renewal community (as
defined in section 1400E).””

(b) EXTENSION OF TERMINATION DATE FOR
RENEWAL COMMUNITIES.—Subsection (h) of
section 198 is amended by inserting before
the period ‘“‘(December 31, 2006, in the case of
a renewal community, as defined in section
1400E).”
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SEC. 604. EXTENSION OF WORK OPPORTUNITY
TAX CREDIT FOR RENEWAL COMMU-
NITIES

(a) EXTENSION.—Subsection (c) of section 51
(relating to termination) is amended by add-
ing at the end the following new paragraph:

““(5) EXTENSION OF CREDIT FOR RENEWAL
COMMUNITIES.—

“(A) IN GENERAL.—In the case of an indi-
vidual who begins work for the employer
after the date contained in paragraph (4)(B),
for purposes of section 38—

“(i) in lieu of applying subsection (a), the
amount of the work opportunity credit de-
termined under this section for the taxable
year shall be equal to—

“(1) 15 percent of the qualified first-year
wages for such year, and

““(11) 30 percent of the qualified second-year
wages for such year,

“(it) subsection (b)(3) shall be applied by
substituting ‘$10,000” for ‘$6,000°,

“(iif) paragraph (4)(B) shall be applied by
substituting for the date contained therein
the last day for which the designation under
section 1400E of the renewal community re-
ferred to in subparagraph (B)(i) is in effect,
and

“(iv) rules similar to the rules of section
51A(b)(5)(C) shall apply.

““(B) QUALIFIED FIRST- AND SECOND-YEAR
WAGES.—For purposes of subparagraph (A)—

“(i) IN GENERAL.—The term ‘qualified
wages’ means, with respect to each 1-year pe-
riod referred to in clause (ii) or (iii), as the
case may be, the wages paid or incurred by
the employer during the taxable year to any
individual but only if—

“(1) the employer is engaged in a trade or
business in a renewal community throughout
such 1-year period,

“(I1) the principal place of abode of such
individual is in such renewal community
throughout such 1-year period, and

“(11) substantially all of the services
which such individual performs for the em-
ployer during such 1-year period are per-
formed in such renewal community.

“(ii) QUALIFIED FIRST-YEAR WAGES.—The
term ‘qualified first-year wages’ means, with
respect to any individual, qualified wages at-
tributable to service rendered during the 1-
year period beginning with the day the indi-
vidual begins work for the employer.

““(iii) QUALIFIED SECOND-YEAR WAGES.—The
term ‘qualified second-year wages’ means,
with respect to any individual, qualified
wages attributable to service rendered dur-
ing the 1-year period beginning on the day
after the last day of the 1-year period with
respect to such individual determined under
clause (ii).”

(b) CONGRUENT TREATMENT OF RENEWAL
COMMUNITIES AND ENTERPRISE ZONES FOR
PURPOSES OF YOUTH RESIDENCE REQUIRE-
MENTS.—

Q) HIGH-RISK YOUTH.—Subparagraphs
(A)(ii) and (B) of section 51(d)(5) are each
amended by striking ‘““‘empowerment zone or
enterprise community’ and inserting ‘‘em-
powerment zone, enterprise community, or
renewal community”’.

(2) QUALIFIED SUMMER YOUTH EMPLOYEE.—
Clause (iv) of section 51(d)(7)(A) is amended
by striking ‘‘empowerment zone or enter-
prise community”’ and inserting ‘‘empower-
ment zone, enterprise community, or re-
newal community”.

(3) HEADINGS.—Paragraphs (5)(B) and (7)(C)
of section 51(d) are each amended by insert-
ing ‘““OR COMMUNITY” in the heading after
““ZONE”.

SEC. 605. CONFORMING AND CLERICAL AMEND-
MENTS.

(a) DEDUCTION FOR CONTRIBUTIONS TO FAM-
ILY DEVELOPMENT ACCOUNTS ALLOWABLE
WHETHER OR NOT TAXPAYER ITEMIZES.—Sub-
section (a) of section 62 (relating to adjusted
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gross income defined) is amended by insert-
ing after paragraph (17) the following new
paragraph:

““(18) FAMILY DEVELOPMENT ACCOUNTS.—The
deduction allowed by section 1400H(a)(1)(A).”

(b) TAX ON EXCESS CONTRIBUTIONS.—

(1) TAX IMPOSED.—Subsection (a) of section
4973 is amended by striking ‘“‘or’” at the end
of paragraph (3), adding ‘“‘or” at the end of
paragraph (4), and inserting after paragraph
(4) the following new paragraph:

““(5) a family development account (within
the meaning of section 1400H(e)),”’.

(2) EXCESS CONTRIBUTIONS.—Section 4973 is
amended by adding at the end the following
new subsection:

“(g) FAMILY DEVELOPMENT ACCOUNTS.—For
purposes of this section, in the case of a fam-
ily development account, the term ‘excess
contributions’ means the sum of—

““(1) the excess (if any) of—

“(A) the amount contributed for the tax-
able year to the account (other than a quali-
fied rollover, as defined in section
1400H(c)(7), or a contribution under section
14001), over

““(B) the amount allowable as a deduction
under section 1400H for such contributions,
and

““(2) the amount determined under this sub-
section for the preceding taxable year re-
duced by the sum of—

“(A) the distributions out of the account
for the taxable year which were included in
the gross income of the payee under section
1400H(b)(1),

“(B) the distributions out of the account
for the taxable year to which rules similar to
the rules of section 408(d)(5) apply by reason
of section 1400H(d)(3), and

“(C) the excess (if any) of the maximum
amount allowable as a deduction under sec-
tion 1400H for the taxable year over the
amount contributed to the account for the
taxable year (other than a contribution
under section 14001).

For purposes of this subsection, any con-
tribution which is distributed from the fam-
ily development account in a distribution to
which rules similar to the rules of section
408(d)(4) apply by reason of section
1400H(d)(3) shall be treated as an amount not
contributed.”

() TAX ON PROHIBITED TRANSACTIONS.—
Section 4975 is amended—

(1) by adding at the end of subsection (c)
the following new paragraph:

‘“(6) SPECIAL RULE FOR FAMILY DEVELOP-
MENT ACCOUNTS.—AnN individual for whose
benefit a family development account is es-
tablished and any contributor to such ac-
count shall be exempt from the tax imposed
by this section with respect to any trans-
action concerning such account (which
would otherwise be taxable under this sec-
tion) if, with respect to such transaction, the
account ceases to be a family development
account by reason of the application of sec-
tion 1400H(d)(2) to such account.”’, and

(2) in subsection (e)(1), by striking ‘“or’” at
the end of subparagraph (E), by redesignat-
ing subparagraph (F) as subparagraph (G),
and by inserting after subparagraph (E) the
following new subparagraph:

“(F) a family development account de-
scribed in section 1400H(e), or”.

(d) INFORMATION RELATING TO CERTAIN
TRUSTS AND ANNUITY PLANS.—Subsection (c)
of section 6047 is amended—

(1) by inserting ‘‘or section 1400H’ after
‘“‘section 219”’, and

(2) by inserting ‘‘, of any family develop-
ment account described in section 1400H(e),”,
after ‘‘section 408(a)”’.

(e) INSPECTION OF APPLICATIONS FOR TAX
EXEMPTION.—Clause (i) of section
6104(a)(1)(B) is amended by inserting ‘‘a fam-
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ily development account described in section
1400H(e),”” after ‘‘section 408(a),”.

(f) FAILURE To PROVIDE REPORTS ON FAM-
ILY DEVELOPMENT ACCOUNTS.—Paragraph (2)
of section 6693(a) is amended by striking
““and” at the end of subparagraph (C), by
striking the period and inserting “‘, and” at
the end of subparagraph (D), and by adding
at the end the following new subparagraph:

““(E) section 1400H(g)(6) (relating to family
development accounts).””

(g) CONFORMING AMENDMENTS REGARDING
COMMERCIAL REVITALIZATION CREDIT.—

(1) Section 46 (relating to investment cred-
it) is amended by striking “and’ at the end
of paragraph (2), by striking the period at
the end of paragraph (3) and inserting *,
and”’, and by adding at the end the following
new paragraph:

‘“(4) the commercial revitalization credit
provided under section 1400K.”’

(2) Section 39(d) is amended by adding at
the end the following new paragraph:

““(9) NO CARRYBACK OF SECTION 1400K CREDIT
BEFORE DATE OF ENACTMENT.—No portion of
the unused business credit for any taxable
year which is attributable to any commer-
cial revitalization credit determined under
section 1400K may be carried back to a tax-
able year ending before the date of the enact-
ment of section 1400K.”

(3) Subparagraph (B) of section 48(a)(2) is
amended by inserting ‘‘or commercial revi-
talization” after ‘“‘rehabilitation’ each place
it appears in the text and heading.

(4) Subparagraph (C) of section 49(a)(1) is
amended by striking ‘“‘and” at the end of
clause (ii), by striking the period at the end
of clause (iii) and inserting “‘, and”’, and by
adding at the end the following new clause:

““(iv) the portion of the basis of any quali-
fied revitalization building attributable to
qualified revitalization expenditures.”

(5) Paragraph (2) of section 50(a) is amend-
ed by inserting ‘“‘or 1400K(d)(2)"’ after ‘‘sec-
tion 47(d)’” each place it appears.

(6) Subparagraph (A) of section 50(a)(2) is
amended by inserting ‘“‘or qualified revital-
ization building (respectively)’ after ‘“‘quali-
fied rehabilitated building”.

(7) Subparagraph (B) of section 50(a)(2) is
amended by adding at the end the following
new sentence: ‘A similar rule shall apply for
purposes of section 1400K.”’

(8) Paragraph (2) of section 50(b) is amend-
ed by striking ‘““and’ at the end of subpara-
graph (C), by striking the period at the end
of subparagraph (D) and inserting ‘‘; and”’,
and by adding at the end the following new
subparagraph:

“(E) a qualified revitalization building (as
defined in section 1400K) to the extent of the
portion of the basis which is attributable to
qualified revitalization expenditures (as de-
fined in section 1400K).””

(9) The last sentence of section 50(b)(3) is
amended to read as follows: ““If any qualified
rehabilitated building or qualified revitaliza-
tion building is used by the tax-exempt orga-
nization pursuant to a lease, this paragraph
shall not apply for purposes of determining
the amount of the rehabilitation credit or
the commercial revitalization credit.”

(10) Subparagraph (C) of section 50(b)(4) is
amended—

(A) by inserting “‘or commercial revitaliza-
tion” after ‘“‘rehabilitated’” in the text and
heading, and

(B) by inserting ““or commercial revitaliza-
tion” after ‘‘rehabilitation”.

(11) Subparagraph (C) of section 469(i)(3) is
amended—

(A) by inserting ‘‘or section 1400K” after
‘“‘section 42’’; and

(B) by striking ‘“‘CREDIT” in the heading
and inserting ‘““AND COMMERCIAL REVITALIZA-
TION CREDITS”.
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(h) CLERICAL AMENDMENTS.—The table of
subchapters for chapter 1 is amended by add-
ing at the end the following new item:

““‘Subchapter X. Renewal Communities.”
SEC. 606. EVALUATION AND REPORTING RE-
QUIREMENTS.

Not later than the close of the fourth cal-
endar year after the year in which the Sec-
retary of Housing and Urban Development
first designates an area as a renewal commu-
nity under section 1400E of the Internal Rev-
enue Code of 1986, and at the close of each
fourth calendar year thereafter, such Sec-
retary shall prepare and submit to the Con-
gress a report on the effects of such designa-
tions in stimulating the creation of new jobs,
particularly for disadvantaged workers and
long-term unemployed individuals, and pro-
moting the revitalization of economically
distressed areas.

TITLE VII—TAX REDUCTIONS CONTIN-

GENT ON SAVING SOCIAL SECURITY
SEC. 701. TAX REDUCTIONS CONTINGENT ON SAV-

ING SOCIAL SECURITY.

(&) REQUIREMENT FOR BALANCED BUDGET
AND SOCIAL SECURITY SOLVENCY.—Notwith-
standing any other provision of this Act, no
provision of this Act (or amendment made
thereby) shall take effect before the first
January 1 after the date of the enactment of
this Act that follows a calendar year for
which there is a social security solvency cer-
tification.

(b) EXEMPTION OF FUNDED PROVISIONS .—
The following provisions shall take effect
without regard to subsection (a):

(1) Subtitle C of title I (relating to increase
in social security earnings limit and re-
computation of benefits).

(2) Section 213 (relating to production
flexibility contract payments).

(3) Title 11l (relating to extension and
modification of certain expiring provisions).

(4) Title 1V (relating to revenue offset).

(5) Title V (relating to technical correc-
tions).

(c) SOCIAL SECURITY SOLVENCY CERTIFI-
CATION.—For purposes of subsection (a),
there is a social security solvency certifi-
cation for a calendar year if, during such
year, the Board of Trustees of the Social Se-
curity Trust Funds certifies that the Federal
Old-Age and Survivors Insurance Trust Fund
and the Federal Disability Insurance Trust
Fund are in actuarial balance for the 75-year
period utilized in the most recent annual re-
port of such Board of Trustees pursuant to
section 201(c)(2) of the Social Security Act
(42 U.S.C. 401(c)(2)).

The SPEAKER pro tempore. Pursu-
ant to House Resolution 552, the gen-
tleman from New York (Mr. RANGEL)
and a member opposed each will con-
trol 30 minutes.

The Chair recognizes the gentleman
from New York (Mr. RANGEL).

Mr. RANGEL. | yield one minute to
the gentleman from Wisconsin (Mr.
KIND).

(Mr. KIND asked and was given per-
mission to revise and extend his re-
marks.)

Mr. KIND. Mr. Speaker, | thank the
gentleman for yielding me time.

Mr. Speaker, | rise in strong opposi-
tion to the Republican proposed tax
cut bill and in support of the substitute
offered by the gentleman from New
York (Mr. RANGEL).

This is a wrong tax cut bill at the
wrong time for the wrong reason. Is
there any wonder that the people in
this country are so cynical when we
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are trying to rush through a tax cut
bill just a few short weeks before the
November elections?

But the main problem is not the pro-
visions of the tax cut, it is how we
would pay the tax cut. There is no sur-
plus unless we are willing to raid the
Social Security trust fund.

But perhaps the most compelling ar-
gument to oppose this is what the
chairman of the Federal Reserve
Board, Chairman Greenspan, has been
saying. Is anyone who is pushing for
this tax cut bill listening to one of the
most credible voices on fiscal and mon-
etary policy in this country today? He
says do not rely on any of these so-
called surpluses, because they may
never materialize given the inter-
national economic crisis and the Y2K
problem and the impact that it might
have on our economy.

Instead, we in this body should be
trying to pass fiscally responsible,
sound decisions that are going to en-
courage the Federal Reserve to lower
long-term interest rates so we have in-
vestment in capital and increased
worker productivity. That is why |
urge my colleagues to oppose the tax
cut bill and support the Rangel sub-
stitute.

The SPEAKER pro tempore. Does the
gentleman from Texas (Mr. ARCHER)
seek to control the time in opposition
to the amendment?

Mr. ARCHER. Mr. Speaker, | do.

The SPEAKER pro tempore. The gen-
tleman from Texas (Mr. ARCHER) is rec-
ognized for 30 minutes.

Mr. ARCHER. Mr. Speaker, | yield
two minutes to the gentleman from II-
linois (Mr. WELLER), a respected mem-
ber of the Committee on Ways and
Means.

Mr. WELLER. Mr. Speaker, | thank
the chairman for yielding me time.

Mr. Speaker, as | just begin my re-
marks in opposition to the Rangel sub-
stitute and in support of an effort to
save Social Security and eliminate the
marriage tax penalty, | might just use
the Democrats, my friends on the other
side of the aisle’s own rhetoric. If you
think about it, everything they have
been claiming, they have admitted
they have been raiding is the Social Se-
curity trust fund for 28 years. In fact, |
believe a Democratic President, Presi-
dent Johnson, | think started that
process in 1969.

Now, thanks to a Republican Con-
gress, for the first time since 1969, we
have a $1.6 trillion budget surplus,
money that we can use to save Social
Security and eliminate the marriage
tax penalty.

The gentleman from New York (Mr.
RANGEL) in his substitute basically
says ‘‘Let’s save Social Security and
let’s give a tax cut to Wall Street, but
let’s forget about Main Street.”

It is interesting that the Rangel sub-
stitute chooses Wall Street and stiffs
Main Street. Republicans, we want to
save Social Security, and we also want
to eliminate the marriage tax penalty,
and our legislation will help 28 million
married couples.
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It is interesting that my friends on
the other side of the aisle continue to
claim the ‘‘raiding Social Security”’
line. Let us look at the facts once
again.

When a representative of the Social
Security Administration was asked
last week whether or not the tax cuts
in our package impact the Social Secu-
rity trust fund, Judith Chesser, Deputy
Commissioner of the Social Security
Administration gave us a simple an-
swer, and that answer was no.

Mr. Speaker, our effort eliminates
the marriage tax penalty. It helps 28
million married working couples. In
fact, the tax relief we provide in our
package provides $243 in extra take-
home pay for 28 million married work-
ing couples. In Joliet, Illinois, $240 is a
car payment.

Our effort is helpful to the people of
Illinois, saving Social Security, setting
aside $1.4 trillion of surplus funds for
Social Security and also working to
eliminate the marriage tax penalty
helps people back home in Illinois. But
this legislation that we will be voting
on after we defeat the Rangel sub-
stitute will not only help eliminate the
married tax penalty for 28 million
American couples, it helps farmers in
Ilinois, small business in Illinois, and
it helps parents who want to send their
children to college in Illinois.

Vote ““no”” on the Rangel substitute
and “‘yes’’ on H.R. 4579.

Mr. RANGEL. Mr. Speaker, | yield
two minutes to the gentleman from
Tennessee (Mr. TANNER), a member of
the committee.

Mr. TANNER. Mr. Speaker, | like
this tax bill. I think it is good public
policy. But for the first time in 29
years we now are in a position where
we can say to the American people that
there is more money coming into this
town than leaving. This is just a pro-
jection. Beyond that, what | hate to
see us do is there has been a lot of po-
litical bloodshed to get to this point of
financial integrity once again in this
town in terms of our budget.

Now, no one can dispute that this is
a unified budget, and if one took the
payroll taxes, the Social Security taxes
that come in here out of the unified
budget or out of the budget, we would
not have a surplus. That is a fact. That
is not a political argument.
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We still are running an operational
deficit. 1 do not know how many people
paid the price in 1993. | know President
Bush paid a miserable price in his ca-
reer for doing the right thing in 1990 to
get us to the point where we are not
running a $290 billion deficit every
year.

I am not for any new spending pro-
grams, and | am not going to be for
this tax cut today. We cannot pay for
it. Last year, we had a balanced budg-
et. We paid for the tax bill last year.
This one is not paid for; and, for that
reason, | think it is financially irre-
sponsible to do this what we are about
to do today.
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I would urge my colleagues not to
support this matter today.

Mr. ARCHER. Mr. Speaker, | yield
myself such time as | may consume
simply to respond to how the Demo-
crats have done a 180-degree shift since
last year. Unless we counted Social Se-
curity surpluses in their terminology
now, we had no balanced budget last
year. When they get up and they say
there was a balanced budget, they are
assuming, then, by their logic, in this
year that they were using surpluses out
of Social Security. Every one of them
that voted for the tax bill last year by
their logic this year voted to spend the
Social Security surplus. Every one of
them.

In fact, the projections last year
when they voted were not nearly as
good for the general fund as they are
this year. They did not pay for it by
their argument this year. They have
just changed their view of the budget

for political reasons going into this
election.

Mr. Speaker, | yield 2 minutes to the
gentleman from Missouri (Mr.
HULSHOF).

(Mr. HULSHOF asked and was given
permission to revise and extend his re-
marks.)

Mr. ARCHER. Mr. Speaker, | am
from the show-me State. When my
friends on the other side said there is
no way that the Republican majority
can balance the budget and provide tax
relief, we showed them we could do it.

Now we are telling them that we can
save Social Security and provide a
modest tax relief to the American peo-
ple. We will show them if they give us
the opportunity.

There are a lot of good things in this
bill. Married couples should not have
to pay more in taxes simply because
they say “‘l do”’. They are not saying |
do want to pay more in tax. We provide
relief. Farmers and ranchers need addi-
tional risk management tools. Small
businesses should not have to pay the
punitive death tax. All of these issues
are addressed.

But what | want to focus on is a pro-
vision that a freshman Member on the
other side, the gentleman from Ohio
(Mr. KuciNnicH), and | had the oppor-
tunity to sponsor called the Savings
Advancement and Enhancement Act,
the SAVE Act.

The provision is very simple. It
would provide an exclusion of up to
$400 in interest and dividends from
your taxes, $200 for individual filers.
When you think about it, we are mak-
ing a fundamental moral judgment. It
is wrong to punish small savers and in-
vestors. We should be encouraging
their thrift, not punishing their thrift.

If this tax relief measure is included,
68 million people will be provided some
relief. In fact, not only is it a good
moral judgment about allowing small
investors to exclude this interest in-
come, but it is a tax simplification
measure.

As the gentleman from California
talked about, 10 million taxpayers will
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not have to file the 1040 form. They can
go to the 1040EZ and electronically file.
In fact, if you look on line 8 and 9 is
where we have to put the fact that we
have taxable interest or dividend in-
come. Seven million Americans can
leave page 124 in their tax books,
Schedule B. They will not have to fill
out this Schedule B.

So we have not only good tax policy,
but simplification. | urge the defeat of
the gentleman’s substitute and vote in
favor of the chairman’s bill.

Mr. RANGEL. Mr. Speaker, | yield
myself 30 seconds.

Mr. Speaker, after last year’s tax
bill, 1 would have thought that nobody
on the other side of the aisle would
ever talk about simplification again. |
thought that | heard the end of all of
this pulling up the tax code by the
roots since you so effectively deep-
sixed it for the year 2002.

But if the chairman of the distin-
guished Committee on Ways and Means
would check last year’s tax bills, one
thing we did do was pay for it. It did
not come out of the surplus. It came
out of tax cuts.

Mr. Speaker, | yield 2 minutes to the
gentleman from North Carolina (Mr.
HEFNER).

(Mr. HErFNER asked and was given
permission to revise and extend his re-
marks.)

Mr. HEFNER. Mr. Speaker, | will try
to be as honest as | can in my state-
ment. | would urge people to refrain
from calling people liars and what have
you. And referring to people in their
sincerity in standing before the whole
world and saying | have sinned seems
to me to be a pretty good repentance;
and maybe if God can forgive some-
body, we can. Maybe someday in our
heart we can see to do that.

I want to make a couple of points
here. When Ronald Reagan was Presi-
dent, his first budget that was sent to
this floor by David Stockman called for
the elimination of $125 for the mini-
mum Social Security for the oldest,
sickest senior citizens in this country,
to eliminate it.

Republicans have never been for So-
cial Security. This is a Democratic
program. Ronald Reagan took us to
Camp David, and it was the Democrats
fault that these deficits escalated dur-
ing the Reagan administration. Why do
| say that? Because there was a group
of people that were called boll weevils
that voted for this budget, and they es-
calated tremendously. They doubled
during the Reagan administration.

In 1993, 1 wish | had more time here.
In 1993, let me tell you what some of
the Republicans said about Bill Clin-
ton’s package in 1993. The gentleman
from Illinois (Mr. CRANE) said, “This
package will do nothing but discourage
economic activity. Clinton wants us to
pursue a course that would lead to eco-
nomic disaster.”

“The economy is going to be dam-
aged,” the gentleman from New York
(Mr. KING) said.

This measure is not the solution for
our Nation’s fiscal or economic growth
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problems. It will probably abort the
economic stabilization in this country.

The gentleman said that we Repub-
licans have managed to have this bal-
anced budget. Without what we did in
1993, we would not even be close to a
balanced budget.

The gentleman from Ohio (Mr. Ka-
SICH) said if we vote for the 1993 Clin-
ton package, we are going to have a $1
trillion 90 billion increase in the Fed-
eral budget. What actually happened,
the deficit has declined ever since 1993.
I tell the gentleman from Texas (Mr.
ARCHER) that is facts, and | would be
happy to produce them.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Geor-
gia (Mr. CoLLINS), another respected
member of the Committee on Ways and
Means Committee.

Mr. COLLINS. Mr. Speaker, we have
heard accusations from the other side
of the aisle that this bill would endan-
ger the Social Security system. That is
false. This again is another clear at-
tempt to scare our seniors.

Our seniors should know that, with
or without the enactment of this bill or
this substitute, the Social Security
trustees have reported to the Commit-
tee on Ways and Means that their re-
tirement check is sound for another 33
years. That means, if you are 65 today,
your check is sound until you are 98. If
you are 80, it is sound until you are 113.
If you are 90, your check is sound until
you are 123. And Godspeed to you to
live to collect each and every one of
those checks.

My age is 54. My check is sound until
I am 87. Social Security is my old-age
pension. It is different for many Mem-
bers of this body. | declined the con-
gressional pension. Social Security is
my old-age pension.

What this legislation does is ensure
that generations behind those collect-
ing Social Security checks today get to
keep more of the money that they earn
today for their family.

Let me remind the opponents of this
bill who use the Social Security scare
tactic. There is no surplus in the ledg-
ers of small business who create most
of the U.S. jobs. There is no surplus for
middle-income married couples work-
ing to provide for their family. There is
no surplus for seniors who go back to
work to supplement their Social Secu-
rity check. There is no surplus for
farmers struggling against low prices
and natural disasters.

This legislation provides these Amer-
icans who have paid the money into
the so-called surplus a small piece of
the benefit that comes with a balanced
budget and a strong economy.

Mr. Speaker, | strongly urge the
Members of this body to support this
bill, to give tax relief to middle-income
working Americans and families.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentlewoman from Cali-
fornia (Ms. SANCHEZ).

Ms. SANCHEZ. Mr. Speaker, | rise in
opposition to the Taxpayer Relief Act
of 1998 even though | support many of
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the goals in the bill. |1 support increas-
ing tax deductions for married couples
and the self-employed and extending
the research tax credit. | support creat-
ing more renewal of communities.

But | believe this bill makes a grave
mistake by drawing from the projected
budget surplus to pay for these tax
cuts.

The solvency of the Social Security
Trust Fund has not been assured. This
Congress has not even debated a plan
to save Social Security’s worth for fu-
ture generations of Americans.

We really do not have a budget sur-
plus to spend because Republicans are
dipping into funds earmarked for So-
cial Security. This worries me because
I held two Social Security forums in
my district this year, and my constitu-
ents are concerned that Social Secu-
rity is going bankrupt and we are not
doing anything about it. This bill
weakens Social Security, and that is

wrong.
Furthermore, | cannot support the
bill because it is a bad deal for our

schools. We need to be helping to build
more schools in America. This bill does
not address that. | had hoped that my
amendment to the bill would help that.
Do not give our schools empty prom-
ises. Put Social Security first.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from Ohio
(Mr. PORTMAN), another respected
member of the Committee on Ways and
Means.

Mr. PORTMAN. Mr. Speaker, | thank
the chairman for vyielding my this
time.

Mr. Speaker, | want to commend the
chairman for putting together a great
tax package. This is not only a tax
package that offers a sound package of
tax relief for working families in
America, but it also takes unprece-
dented steps to preserve Social Secu-
rity. We have never done this before.
We are setting aside adequate funds to
preserve Social Security in the future.

Earlier this year, Mr. Speaker, right
up there at that podium, the President
of the United States said that we
should save every dime of the so-called
budget surplus, which was less than
half that it has turned out to be for
this fiscal year.

Since that time, the pledge has been
broken. The President himself, as we
heard earlier today, has agreed to
spend already this year $2.9 billion to
support our efforts in Bosnia. Collec-
tively, as | add it up, our friends on the
other side of the aisle and the Presi-
dent suggests spending another $13 bil-
lion of the surplus for spending.

By the way, where is the President’s
proposal to save Social Security? Talk
is cheap. | do not think this is a ques-
tion of preserving Social Security or
providing tax relief. The real question
is, this year are we going to use the ex-
pected budget surplus only for more
spending or are we going to give some
needed tax relief, a break to the very
people whose hard work and ingenuity
has gotten us into this position of hav-
ing a budget surplus?
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If we put our minds to it, if we are
sincere, we can do both. We can put to-
gether a Social Security plan over the
next couple of years that works. This
plan allows us to do that. Again, it is
unprecedented. We are putting aside
the surplus to do that.

We have heard a lot of good things
about the tax plan today. Even Demo-
crats have taken to the well saying it
is a great plan. | think it is a great
plan because it helps families, senior
citizens, job-creating small businesses,
farmers and ranchers.

But | want to give my friend, the
gentleman from New York (Mr. RAN-
GEL), some more confidence. It is even
better than that. It provides unbeliev-
able simplification of the tax code. A
million people will not have to file
anymore under this. Six million people
will be able to stop itemizing under
this proposal. Ten million people can
go from filing a 1040 or a 1040A to the
much simpler 1040EZ. Seven million
Americans will not have to file a
Schedule B for interest and income.
This is not only responsible tax relief,
it is responsible tax simplification.

Mr. RANGEL. Mr. Speaker, can you
tell me how the time is allocated now,
please?

The SPEAKER pro tempore (Mr.
THORNBERRY). The gentleman from
New York (Mr. RANGEL) has 23%. min-
utes remaining. The gentleman from
Texas (Mr. Archer) has 21 minutes re-
maining.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentlewoman from
Michigan (Ms. STABENOW).
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Ms. STABENOW. Mr. Speaker, | was
pleased to come to this House and sup-
port a balanced budget this last year
for the first time in 30 years, pleased to
support tax cuts for middle class fami-
lies totaling $95 billion. But now we
have a window of opportunity to take
the next step in fiscal responsibility. |
believe it is incumbent on all of us to
take that step. That is to repay the so-
cial security trust fund.

We know there is no real surplus
until we have totally repaid the trust
fund and brought it off the budget. The
seniors in my district, people of all
ages in my district, understand that as
long as we are using the social security
trust fund to balance the budget, there
is no surplus. There is no surplus.

This tax bill is one that | support. |
have cosponsored a number of the pro-
visions in it. However, | believe that
the Rangel substitute is the only re-
sponsible approach to fiscal respon-
sibility and to future generations. Save
social security first.

Mr. ARCHER. Mr. Speaker, | yield
2% minutes to the gentlewoman from
Washington (Ms. DUNN), the highly re-
spected member of the Committee on
Ways and Means.

Ms. DUNN. Mr. Speaker, | thank the
gentleman for yielding time to me.

Today life in America is changing for
the better. More hardworking men,
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women, and retired seniors are sharing
in new prosperity. Because we have
kept spending down, we have balanced
the budget for the first time in a gen-
eration, and we have given Americans
the first tax relief in 16 years. Interest
rates are down, and families are taking
home more of what they earn.

But even with a good economy, we
still wonder how we are going to con-
tinue to meet the changing needs of
Americans. That is why House Repub-
licans are advancing a tax plan that fo-
cuses on building a brighter, more se-
cure future for women and their fami-
lies by ensuring that the social secu-
rity trust funds are there, and by re-
turning taxpayer dollars to Americans
we can ensure a better quality of life
for those struggling to make ends
meet.

Specifically, we have committed to
setting aside $1.4 trillion of a projected
budget surplus to protect and strength-
en social security. Nothing is more im-
portant to women in retirement than
ensuring that they have income secu-
rity, and with that, peace of mind. We
will keep that commitment.

With the remainder of the surplus,
we are holding true to our promise to
cut taxes every year that Republicans
control Congress. The Taxpayer Relief
Act of 1998 makes important strides in
providing the financial relief that
women and families need to stay
strong.

It will ensure that there is no longer
a financial disincentive for marriage.
By doubling the standard deduction for
married couples, a woman who files
jointly with her husband no longer will
feel an additional pinch from the gov-
ernment that the current marriage
penalty costs. Forty eight million
Americans will benefit from this relief,
Mr. Speaker, over 1 million alone in
my home State of Washington.

In addition, a woman small business
owner will no longer worry about being
a financial burden on her sons and
daughters when she passes on. The
death tax relief provided in this bill
will allow her children to keep that
small business that has helped them
plan and live the American dream.

With women creating small busi-
nesses at twice the rate of men these
days, health insurance costs are ex-
tremely important, and a great burden.
Providing 100 percent deductibility of
health insurance costs for women who
are self-employed gives them the help
they need to protect their family from
illness and injury, something about
which all mothers worry.

Americans have always believed that
if we work hard and take responsibility
for ourselves and help others where we
can, we will reap the benefits of our ef-
forts and fulfill our own American
dream. It makes sense. It is the Amer-
ican dream. It is in this bill. | urge its
support.

Mr. RANGEL. Mr. Speaker, | yield 3
minutes to the gentleman from Texas
(Mr. STENHOLM). No one has worked
harder to save the social security sys-
tem than the gentleman from Texas.
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(Mr. STENHOLM asked and was
given permission to revise and extend
his remarks and include extraneous
matter.)

Mr. STENHOLM. Mr. Speaker, listen-
ing to the debate again this morning, |
am reminded of the words of Will Rog-
ers, who said, *“‘It ain’t peoples’ igno-
rance that’s bothering me so much, it
is them knowing so much that ain’t so
is the problem.”

I would yield to anyone who would
challenge anything | am going to say
in my remarks. There is no surplus
other than social security trust funds.
Over the next 5 years, there are $520
billion of projected surplus, of which
$657 of the $520 are social security trust
funds. That is a fact. Does anyone wish
to challenge me on that?

Hearing no response, this tax bill will
increase the deficit.

Mr. ARCHER. Mr. Speaker, will the
gentleman yield?

Mr. STENHOLM. 1 yield to the gen-
tleman from Texas.

Mr. ARCHER. Mr. Speaker, | would
ask, did the gentleman vote for the tax
bill last year?

Mr. STENHOLM. That was not the
question | asked.

Mr. ARCHER. Was there a surplus
then?

Mr. STENHOLM. Mr. Speaker, | do
not yield for the purpose of muddying
up the argument today.

We can go back as far as 1 year, 2
years, 3 years, and | can find mistakes
I have made. | can point to mistakes
the chairman has made. That is a valid
point.

But | would say, we will borrow,
under this proposal today, we will bor-
row $237 billion more over the next 5
years if the tax bill in question today
is passed, $237, which is $830 for every
man, woman, and child in the United
States that we will borrow in order to
give this tax cut.

The projected surplus that we are
talking about may never materialize.
That is why this is a fiscally irrespon-
sible bill we are bringing, if Members
claim to be conservative, fiscally irre-
sponsible.

Abandoning fiscal discipline is the
wrong message to send to our financial
markets at this time. The recent vola-
tility of world financial markets
makes it even more critical that we re-
affirm our commitment to what we
agreed to do, Mr. Chairman, last year,
what we agreed to do last year, which
has set us on the right track to bal-
ancing the budget. Yes, | voted for it,
but for the reason that we voted for it
last year, and the reason | oppose doing
more this year.

The Concord Coalition has warned us
that the election year temptation to
use social security surpluses for other
purposes will lead to a dangerous
breakdown in fiscal discipline.

The potential harm to our economy,
and let me give this example to my ag-
ricultural colleagues, we hear a lot
about what we are going to do for
farmers and ranchers. This package
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that is going to be voted on in a mo-
ment will give to our farmers a $271
million annual benefit, but a one-half
of 1 percent increase in interest rates
will cost our farmers $870 million,
three times the cost, if we abandon fis-
cal discipline and interest rates go up.
So we are muddying the message com-
pletely in this, and talking about the
great benefit.

What everyone who is fiscally con-
servative is saying is reserve the social
security trust fund for paying down the
debt, and making sure we can in fact
save social security for our future gen-
erations. VVote down this bill.

Mr. Speaker, there is no surplus—unless we
count the Social Security surplus.

Over the next five years, 125% of the sur-
plus comes from the Social Security trust fund.
CBO projects unified budget surpluses of $520
billion, $657 billion of which will be a result of
the Social Security trust fund surplus.

In other words, if you subtract the projected
annual Social Security trust fund surpluses
from the projected unified budget surplus,
there is no surplus—a $137 billion on-budget
deficit.

According to the most recent report of the
Congressional Budget Office, which included
the projections of a budget surplus that are
being used to justify this tax bill, we still have
an on-budget deficit.

“Although the total budget is expected to
show a healthy surplus in 1998, CBO still an-
ticipates an on-budget deficit. On budget reve-
nues (which BYLAW exclude revenues ear-
marked for Social Security) are projected to be
$41 billion less than on-budget spending.”—
(CBO Economic and Budget Outlook August
Update)

THE TAX BILL WILL INCREASE THE DEFICIT

To my Republican colleagues who are in-
sisting that this tax cut does not come out of
Social Security, what you are admitting is that
the tax cut is paid for with borrowed money,
because there is no surplus if you exclude So-
cial Security.

| support all of the tax cuts included in this
package, but, with borrowed money. Enacting
a permanent tax cut that is not paid for would
result in continued deficits as far as the eye
can see.

Instead of taking $137 billion out of private
savings to cover the deficit over the next five
years, the government will have to borrow
$225 billion over the next five years if we pass
this tax cut. That is another $830 of debt for
every man, woman and child in this country.
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THE PROJECTED SURPLUS MAY NEVER MATERIALIZE

The projections of a surplus are a result of
dramatic improvements in budget estimates
that could deteriorate just as quickly. As re-
cent developments both at home and abroad
have made clear, continued strong economic
growth—and the budget surpluses it pro-
duces—are by no means guaranteed.

According to CBO, a recession similar to the
1990-1991 recession would turn the projected
surplus into a deficit. Even a modest slow-
down in economic growth could wipe out
much of the projected surplus.

Republican economist and former Federal
Reserve Governor, warned that the surge in
income taxes that has contributed to the sur-
plus in the unified budget may not continue,
arguing that “The prudent thing to do when
you enjoy a windfall from some good luck is
to save it, you might need the cushion in bad
times.”

Given all of the uncertainty in budget projec-
tions, the conservative thing to do is be con-
servative by waiting to see if these surpluses
materialize.

ABANDONING FISCAL DISCIPLINE IS THE WRONG
MESSAGE TO SEND TO FINANCIAL MARKETS

The recent volatility of world financial mar-
kets makes it even more critical that we reaf-
firm our commitment to maintaining the dis-
cipline that has produced a dramatic improve-
ment in the federal budget and a strong econ-
omy.

In a letter sent out earlier this week, the
Concord Coalition warned us that “the election
year temptation to use Social Security sur-
pluses for other purposes will lead to a dan-
gerous breakdown in fiscal discipline.”

The potential harm to the economy from
relatting the discipline of the budget agree-
ment at all will outweigh the benefit of any tax
cut.

DON'T FORGET THE NATIONAL DEBT

The current projections of a budget surplus
follow years of deficit spending that has re-
sulted in a national debt of $5.4 trillion. Inter-
est payments on the debt will consume $244
billion in 1998.

Federal Reserve Chairman Alan Greenspan,
former CBO Director Rudy Penner and count-
less other economist have told us that the
best course of action for the economy is for
Congress to use the surplus to reduce the
debt.

Reducing the national debt will help main-
tain a strong economy by reducing interest
rates and increasing the amount of savings
available for productive investment.
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WE NEED TO RESERVE THE ENTIRE BUDGET SURPLUS TO
DEAL WITH SOCIAL SECURITY REFORM

Funding this tax cut out of the unified budg-
et surplus will limit our options in the Social
Security reform debate by using revenues that
would be necessary to fund many of the re-
form options that have been proposed.

Even if the current budget surplus projec-
tions hold true, it will be difficult to fund the
transition costs of comprehensive Social Secu-
rity reform that deals with the $9 ftrillion un-
funded liability in the Social Security system
within a balanced unified federal budget.

The current annual surpluses being run by
the Social Security Trust Fund are intended to
prepare for future needs of the Social Security
system. Since Social Security accounts for vir-
tually all of the projected budget surpluses,
addressing the financial challenges facing So-
cial Security is the only appropriate use of the
budget surplus.

CONCLUSION

It is extremely important that we follow the
path of fiscal responsibility and take advan-
tage of this opportunity to preserve the Social
Security system for future generations. The bill
before us, for all its merit, would undermine
fiscal discipline and jeopardize our ability to
preserve Social Security.

If you care about fiscal discipline, if you care
about the integrity of the Social Security sys-
tem, all Members who care about the legacy
we leave for future generations, vote for the
motion to recommit and vote against this bill.

TAX RELIEF

H.R. 4579 provides $24.2 billion of tax relief
for farmers and small business from 1999 to
2003.

Excluding Estate tax provisions, there are
$6.3 billion in tax relief.

Focusing on farmer and rancher benefits, in-
cluding the $25,000 expensing for small busi-
ness and farmers, there are $1.4 billion in tax
relief.

The annual average tax relief for farmers
and ranchers is $270 million.

INTEREST RATE RELIEF

Total U.S. farm debt is $167.6 billion.

The result of a 1% interest rate reduction is
$1.676 billion less in annual debt service for
farmers and ranchers.

The result of a ¥2% interest rate reduction
is $838 million less in annual debt service for
farmers and ranchers, more than 3 times the
tax relief.

The following chart illustrates this:

TAX RELIEF FARMERS AND RANCHERS VS INTEREST RATE RELIEF

[In millions of dollars]

Total Cost Annual Avg Farmer Annual Avg
1999-03 Avg Cost Only Est Avg Cost
Health insurance deduction at 100 percent 5111 1,022 168 34
$25,000 expensing 1,059 212 1,059 212
Income averaging 45 9 45 9
Net operating loss carryback 81 16 81 16
PFC constructive receipt
Total 6,296 1,259 1,353 271
Total U.S. farm debt 167,600

1,676

1 percent interest rate reduction, annual

'838

Y2 percent interest rate reduction, annual

Mr. ARCHER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, as a brief response, |
would say if the gentleman’s logic is
correct today, it was more correct last
year, because the amount of the tax

bill last year was bigger than the
amount of the tax bill this year. It re-
quired, according to his logic, not
mine, his, more borrowing than this
tax bill does. But he and most of the
Democrats voted for it.

We heard nothing about social secu-
rity then. Social security is a manufac-
tured argument on their part this year
for political reasons. It is an election
year.
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Mr. STENHOLM. Mr. Speaker, will
the gentleman yield?

Mr. ARCHER. | am sorry, but | have
already committed all of my time. | re-
gret | cannot yield.

Mr. STENHOLM. |
gentleman.

Mr. ARCHER. Yes, but the gentleman
continued to speak his argument, and
his argument logically meant that last
year we had to borrow more money for
the tax bill than he says we will be bor-
rowing this year. That is a fact.

Mr. Speaker, | yield 1 minute to the
gentleman from Pennsylvania (Mr.
GOODLING), the chairman of the Com-
mittee on Education and the Work-
force.

Mr. GOODLING. Mr. Speaker, |
thank the gentleman for yielding time
to me.

Mr. Speaker, | want to point out, and
I do not think it has been said enough,
that there are two very important pro-
visions in here in relationship to edu-
cation.

First of all, section 111 of the bill per-
mits private higher education institu-
tions to establish qualified pre-paid
tuition programs. They cannot do that
now. It will mean an awful lot to an
awful lot of young people who would
like to go to college.

Secondly, something that is very,
very important, because | hear people
all the time say we need construction
money, we need rebuilding money, all
these things for schools. In this legisla-
tion, section 112 of the bill would liber-
alize the permitted expenditure period
of the present law construction bond
exception in the case of bonds issued to
finance the construction of public
schools.

What does that mean? That means
school districts will get to keep 1% bil-
lions of dollars for school construction
and school renovation. So | do not
want to hear anymore talk about we
are not doing anything for school dis-
tricts, because they are doing an awful
lot in this legislation to help them re-
pair their buildings and build their
buildings.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Ver-
mont (Mr. SANDERS).

Mr. SANDERS. Mr. Speaker, let me
start by saying | voted against the ab-
surd balanced budget agreement last
year because it cut Medicare by $115
billion. That is how it was paid for. We
are suffering from it right now.

More importantly, | rise in strong op-
position to the Republican plan, which
takes money from the social security
trust fund in order to provide tax
breaks, 6 weeks before an election. Let
us be clear, the so-called surplus this
year that the Republicans are taking
from is made up completely from the
social security surplus. Without that
$100 billion social security surplus, the
government this year is in deficit, not
to mention a $5 trillion national debt.

It seems to me to be the essence of
hypocrisy for some Republicans to go
running around the country saying

yielded to the

CONGRESSIONAL RECORD —HOUSE

that we have to privatize the social se-
curity system because it is going
broke, and the next day to be taking
money from the very same social secu-
rity system.

Mr. Speaker, if we want targeted tax
breaks for the middle class, fair
enough, take it from corporate welfare
and the huge loopholes that exist for
billionaires.

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from New York (Mr. BOEH-
LERT).

(Mr. BOEHLERT asked and was given
permission to revise and extend his re-
marks.)

Mr. BOEHLERT. Mr. Speaker, | rise
in opposition to the pending amend-
ment and in support of the base bill,
which provides tax relief to virtually
every American while saving social se-
curity. This is the moderate’s moment.

Mr. Speaker, | rise in strong support of the
Taxpayer Relief Act and in opposition to the
substitute offered by Mr. RANGEL.

This bill will provide targeted, responsible
tax relief to middle-income families. This bill
will strengthen our economy. And this bill will
remedy problems with the current tax code
that have been talked about for years, but
have never before been addressed.

The bill would correct the marriage penalty,
which perversely creates a disincentive for
couples to marry. It would exempt more inter-
est and dividends from taxation, increasing the
funds available for investment. It would allow
more people to deduct the cost of their health
insurance, reducing the number of Americans
who lack coverage. It will allow seniors on So-
cial Security to earn more income. It will cre-
ate new incentives to save for education. It will
exempt more inheritances from estate taxes. It
will help farmers stabilize their tax payments
so the government does not exacerbate the
ups and downs of farm income. It will increase
the number of families who can deduct edu-
cation and child care expenses. And it will ex-
tend a number of credits for business, such as
the research and development tax credit, that
would otherwise expire.

In short, virtually every American taxpayer
will feel the benefits of this $80 billion tax cut
bill both directly—in the form of lower tax
bills—and indirectly—through the benefits to
the overall economy.

In fact, this is such a good tax bill that
there’'s no disagreement over its tax provi-
sions. The Democrat's substitute contains
each and every tax cut provision that we Re-
publicans have proposed. But the Democrats
claim that we can't afford these cuts and that
we are endangering Social Security. This is
politics pure and simple.

Just yesterday, we voted to place 90 per-
cent of the budget surplus—90 percent!—in a
separate account dedicated to Social Security.
This unprecedented action will reserve more
than enough to cover our debts to the Social
Security—and in so doing will pay down our
national debt.

Thanks to the strong economy, thanks to
the Balanced Budget Act agreement, the sur-
plus will be large enough to be used for more
than one purpose without threatening Social
Security. “Save Social Security first” is good
advice—and we have followed it. “Save Social
Security only” is bad advice; it's political ad-
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vice; it assumes a false sense of impoverish-
ment that will deprive taxpayers and the econ-
omy of a needed and affordable boost.

| urge my colleagues to support H.R. 4579
and provide responsible tax relief.

Mr. ARCHER. Mr. Speaker, | yield 2
minutes to the gentleman from New
York (Mr. HoOUGHTON), another re-
spected member of the Committee on
Ways and Means.

(Mr. HOUGHTON asked and was
given permission to revise and extend
his remarks.)

Mr. HOUGHTON. Mr. Speaker, | am
afraid we are so dug in here we are sort
of getting to the point where we are
not listening to one another. Both
sides want to pull down the debt. Both
sides want to take social security out
of the spending pool and build it back.
But the President has other ideas. The
Republicans have other ideas. It is not
just one sole mission.

To pull this thing down into some-
thing which is at least meaningful to
me, let us assume we have a little busi-
ness, and the business has not made
money for 29 years. All of a sudden it
starts to make money. During those 29
years, we have had to borrow money.
We have had to pull down from our
pension, our unfunded liability. That is
not good. We want to build it up. We
feel badly about it. We are able to
cover our pensioners, but not the way
we would like.

All of a sudden we start to make
money. Not only that, we look at the
future and it looks like we are going to
continue to make money. So what do
we do? Obviously, start to pay back our
debt, but certainly we start to pull
back the pension account, which in
this case is the social security.

Also | think we say to our stockhold-
ers, we have not given you any divi-
dend increases for years. Therefore,
you stuck with us, your capital has
been involved. You have been decent
about this thing. We would like to help
you a little bit.

This tax decrease amounts to .009
percent of our Federal revenues. That
is not very much, $60 per person. We
can do the other things, we are doing
the other things, but we have to take a
look at the individual shareholders of
this country and pay our respects to
them.

Mr. RANGEL. Mr. Speaker, | yield 2
minutes to the gentleman from Califor-
nia (Mr. STARK), another distinguished
member of the Committee on Ways and
Means.

Mr. STARK. Mr. Speaker, | thank
the gentleman for yielding time to me.

Mr. Speaker, | must say that the gen-
tleman from Texas (Chairman ARCHER)
has crafted a good tax bill. | rise in
support of the Democratic substitute,
because that would pay for it.

I think the issue, and the gentleman
from New York (Mr. HOUGHTON)
touched on it a little bit, is that this is
an issue of priorities. There are no
more cuts to be made that are easy po-
litically. So they are pushing us into
basically deficit spending; reducing the
surplus, if you will.
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The question is, why this tax cut,
then? Why not Medicare? The other
day we tried to find $1,200,000,000 to fix
home health care. They are unwilling
to ask for a waiver. This bill breaks the
budget law.

0O 1045

They had to get special permission to
void the budget bill to get this bill to
the floor. Otherwise, a point of order
could knock it out. Why were they not
willing to do that with home health
care, which they promised us would be
paid for, but we have not seen it paid
for yet?

Why are we not fixing Medicare? Per-
haps we should be having the debate
that Medicare is more important than
cutting the inheritance tax. Some peo-
ple may not think so, but that is a wor-
thy debate.

They are not willing to cut defense.
They are not willing to cut the fat
pork out of the transportation bill.
Somehow, my Republican colleagues
are doing it out of the surplus without
identifying what they are willing to
give up. They are not making a hard
choice. They are making a political
statement in an attempt to win back
some votes from people who turned
their backs on the Republicans, rightly
S0, years ago.

They are trying to avoid the discus-
sion that this will harm, well, let us
say it another way, will not fix Social
Security. It will not fix Medicare. It
will not help education.

Is it the right thing to do? It is not
a bad tax bill. It is not paid for. It is
bad economic policy, and it is irrespon-
sible.

Mr. ARCHER. Mr. Speaker, | yield 1
minute to the gentleman from Ne-
braska (Mr. CHRISTENSEN), another re-
spected member of the Committee on
Ways and Means.

Mr. CHRISTENSEN. Mr. Speaker, |
thank the gentleman from Texas (Mr.
ARCHER) for yielding me this time.

Mr. Speaker, when | got here 4 years
ago, | always heard that we could not
cut taxes because there was a deficit.
And now we cannot cut taxes because
there is a surplus. But we have not
heard the same debate on the Y2K de-
bate, or on Bosnia. But when it comes
to the people’s money, we always can-
not give it back to them.

Coming from Nebraska, | have had an
opportunity to talk to a lot of farmers
and hear what they have to say. In my
own family, we have my brother and
brother-in-law who are involved in
farming operations. They said, ‘“What
can you do for us this year, because we
are going through an incredible cri-
sis?”’

Mr. Speaker, | said, what about 100
percent health care deduction for the
self-employed? And they said, that is in
the bill? And | said, absolutely. That
will help.

What about allowing the profits that
a business has made in the last 5 years
to be able to be offset from losses this
year? And they said, that is in the bill?
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And | said, yes. That will help. That is
a small provision.

Every little bit will help in the this
bill. It is not a perfect bill as far as we
wanted more. We always want more for
the farmers and ranchers. But it is a
great start, and | thank the gentleman
from Texas (Chairman ARCHER) for put-
ting this bill together.

Mr. RANGEL. Mr. Speaker, | yield 30
seconds to the gentleman from Texas
(Mr. STENHOLM) to respond to our dis-
tinguished chairman.

Mr. STENHOLM. Mr. Speaker, | want
to refer to the gentleman from Texas
(Chairman ARCHER), and | want to
apologize for the tone in my voice a
moment ago. But what | was wanting
to say is if the gentleman will go back
and examine the RECORD, that he will
see that the Blue Dog Coalition last
year argued for the opportunity to
present on this floor a budget that
would balance our budget without the
utilization of Social Security trust
funds. We were denied an opportunity
even to debate that by the gentleman’s
side of the aisle.

So, what the gentleman inferred to
me a moment ago, | believe, was in
error factually. We would have liked to
have done it last year; the Republicans
would not let us do it.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Texas
(Mr. BENTSEN).

(Mr. BENTSEN asked and was given
permission to revise and extend his re-
marks.)

Mr. BENTSEN. Mr. Speaker, | agree
with the gentleman from Florida (Mr.
SHAW), about trying to be truthful. I
think we have to look at the facts.

Whether Members are Republican or
Democrat, they cannot deny that there
is no surplus at hand. For Members to
come down and say we have a $1.6 tril-
lion surplus is foolish. Everybody here
knows that may happen, it may not.
That is a 10-year projection.

Mr. Speaker, 10-year projections are
worthless. We hope it happens, and we
hope maybe it is even better, but we
should not start spending that. And
this 90-10 deal, that is made up. We do
not know if that is true or not.

My friend, the gentleman from Texas
(Chairman ARCHER), says repeatedly
every week in the national press that
we are going to have a tax cut every
year the Republicans are in control.
That is good politics and it sounds
good, but it is going to blow a hole
through the 90-10; particularly, if we do
not get the $1.6 trillion.

The other fact which is undeniable is
if we spend the surplus, whether Mem-
bers believe it is coming from Social
Security or someplace else, the fact is
we will spend money that is owed to
the Social Security trust fund to pay
the bonds off, and that will come from
Social Security.

Mr. ARCHER. Mr. Speaker, | yield
myself such time as | may consume.

Mr. Speaker, simply to respond, since
Lyndon Johnson was President, we
have operated under what is called a
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unified budget, and all of the monies
that are received by the Federal Gov-
ernment are put into one basket. All of
the spending is put into another bas-
ket, to determine whether we have a
surplus or whether we have a deficit.

The debt ceiling relates to that, and
the gentleman knows that. The Repub-
licans did not contrive the unified
budget. We have lived with what was
contrived by President Lyndon John-
son and a Democrat Congress.

It has never been argued against,
other than, yes, the gentleman from
Texas (Mr. STENHOLM), my friend, and
a few others have made arguments
against it. Valid arguments. But it has
never been denied by a majority of the
Democrats in the House of Representa-
tives or in the Senate.

| suspect that my friend from Texas
in the well today voted for the tax bill
last year. Did we have a surplus then?
Did we have to borrow more money to
pay for that tax bill? The answer clear-
ly is ““yes.” It does not need a response.
It is clearly ‘‘yes.”

But the argument has changed today.
The budget concept has changed today
on behalf of the leaders in the Demo-
crat party. They want to have it both
ways. They want to claim a balanced
budget under a unified budget, and
then they want to argue, oh, but we do
not have a balanced budget.

Mr. Speaker, it has to be one way or
the other. We have always operated on
the basis of deficits relating to a uni-
fied budget. We are working with that
today. That is the budgetary concept.
And on that basis, we have a surplus
only because of a Republican Congress.

When we took the majority, there
was a projection of $3 trillion of deficit
over 10 years. Now there is a projection
of $1.6 trillion of surplus. But it is
strange to me that my liberal Demo-
crat friends never seem to want to be
for tax relief. There is always a reason
that it should not happen.

Last year it was we have to balance
the budget first. But they were talking
about a unified budget last year. Now
they have changed their budgetary
concepts and they claimed we balanced
the budget, therefore we can vote for
tax relief. But by their argument
today, we have to borrow more money
for that tax relief.

They have changed. They changed on
Medicare. In 1996, they said the Repub-
licans are going to destroy Medicare.
Political year. In 1997, they voted for
virtually the same bill that we had of-
fered in 1996. They were on board, but
we were not any longer destroying
Medicare. We were saving Medicare.
That is what we said in 1996.

Now, again, there is a reason why
they do not want to give tax relief to
the hard-hit American people. That
reason is designed for a political year.
It was not there last year, but it is here
this year. So, the American people
should understand that amazing things
happen in an election year. We pro-
posed this tax relief at the beginning of
this year. We have been working for it
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all year, and we believe it is the peo-
ple’s money, not Washington’s money.

And, yes, we intend to see that as
much of it is kept as possible in their
pockets. It is their income tax dollars
that have changed these projections.

Mr. Speaker, | yield 2 minutes to the
gentleman from Florida (Mr. MicA).

Mr. MICA. Mr. Speaker, it is fitting
that Congress is here working today on
Saturday. In fact, tens of millions of
Americans work on Saturday and
throughout the week to feed their fam-
ilies and to pay their taxes. In fact to
pay their taxes, which the Democrat
majority has raised, most Americans
work until May of each year to pay
their tax bills.

The proposal before us is not a big
tax cut. In fact, it is a rather modest
tax cut, but it is targeted to change op-
pressive and destructive tax policy.
Taxation helps determine economic
and social policy.

Foremost, this measure will change
Federal policy to say that married cou-
ples who live together under the law
will not be penalized. Just as impor-
tant as cutting the tax burden, this
legislation will have a positive impact
on nurturing the family structure.

For 40 years, the other side of the
aisle adopted policies that helped de-
stroy the American family unit and the
work ethic in this country. During
those 40 years they paid people more
not to work than to work. In 4 years,
we changed that policy.

During 40 years, the Democrats
taxed, retaxed, and overtaxed those
who went to work and those who pro-
duced. In 4 years, we changed that pol-
icy.

During those 40 years, the Democrats
penalized fathers who live with their
families. In 4 years, we changed that
policy.

During 40 years, the Democrats
adopted policies that robbed people of
their pride, their dignity, and most of
all, of their personal initiative. The Re-
publicans began to change that policy.

Today, we have one more small op-
portunity to change and correct a mis-
guided policy.

Mr. RANGEL. Mr. Speaker, | yield
myself 30 seconds to respond to the dis-
tinguished gentleman from Texas
(Chairman ARCHER).

Mr. Speaker, it is really chutzpah to
say that it is the Democrats who have
changed their policy. It is the Repub-
licans that wanted to get rid of the
Code. Pull it up by the roots. Have a
flat tax. Have a sales tax. Now they are
coming in with another tax bill that
certainly does not do that.

It is the Republicans that said we
had to have fiscal discipline, and they
are the ones that are waiving the rules.
It is the gentleman from Texas (Mr.
ARMEY) that says we have to phase out
Social Security over time. So, we are
consistent.

Mr. Speaker, | yield 1 minute to the
gentleman from New York (Mr. ENGEL).

Mr. ENGEL. Mr. Speaker, | thank
the gentleman from New York for
yielding me this time.
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Mr. Speaker, this floor update says,
““Republicans Raid Social Security for
Election Eve Tax Cut,” and that is ex-
actly what it is. My Republican friends
want to take the Social Security trust
fund and turn it into an all-purpose
slush fund, and | do not think the
American people want that.

Any way we cut it, we are stealing
$177 billion away from Social Security.
And let us note that the surplus, as has
been stated here before, is only the re-
sult of the Social Security trust fund.

Mr. Speaker, | have seniors in my
district come to me all the time saying
that we should not raid our Social Se-
curity to pay for everything that the
government wants or to pay for tax
cuts. Social Security monies should be
used for Social Security purposes only,
and we ought to save and strengthen
Social Security first.

This waives the Budget Act which
says that all tax cuts must be fully
paid for and offset. And the reason we
do have a projected surplus, frankly, is
that in 1993, the Democrats, without
one Republican vote, had the courage
to pass the bill.

So, let us remember, the unified
budget is not as a result of President
Johnson. Presidents Bush and Reagan
did not change it either. This bill is ir-
responsible, and it ought to be de-
feated.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Ken-
tucky (Mr. BAESLER).

Mr. BAESLER. Mr. Speaker, just
yesterday, the Republican House lead-
ership set the stage to spend the Social
Security surplus, ignoring the dangers
of raiding the trust fund and ignoring
the promises that they have made both
to the current and future generations.

Now, just 24 hours later, the Repub-
lican leadership is now ready to spend
$150 billion of the Social Security trust
fund. After all the debate over the past
2 days, three undeniable truths have
emerged: There is no budget surplus,
there is a surplus in the Social Secu-
rity trust fund, and the Republicans
are willing to spend the Social Secu-
rity surplus to pay for an election year
tax cut.

The Social Security trust fund is
more than a Republican piggy bank. It
is a trust. | urge the House not to
break that trust. Do not travel the
easy road to broken promises.

‘“‘Save Social Security first’” is more
than a slogan. It is similar to a slogan
like ““Read my lips.”” Save Social Secu-
rity first. Americans deserve better
than more broken promises that we are
getting today.

0O 1100

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Texas
(Mr. EDWARDS).

Mr. EDWARDS. Mr. Speaker, the real
question today is whether Republicans,
GINGRICH-led House Republicans are
once again willing to undermine Social
Security. Let us look at the record.

The number two leader in the House,
the Republican majority leader, the
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gentleman from Texas (Mr. ARMEY),
said, in 1994, 1 would never have cre-
ated Social Security. Earlier, when he
was running for office, he said, You
know, what we really need to do is just
phase out Social Security over a period
of time.

Let us look at the record. Today doz-
ens of Republicans in this Congress are
trying to privatize and change Social
Security as we know it. Let us look at
the record. A year ago Republicans
said, trust us, senior citizens, we will
never cut your Medicare. Ask hundreds
of thousands of seniors who have been
kicked out of home health care pro-
grams under Medicare because of their
language in their budget bill. Ask them
if they kept that promise.

Let us look at the record. Just a few
months ago, it is stealing to take
money from the highway trust fund.
Today they say it is not really stealing
when you take money from Social Se-
curity.

That is why seniors do not trust Re-
publicans to protect their Social Secu-
rity.

Mr. RANGEL. Mr. Speaker, | yield 3
minutes to the gentleman from Michi-
gan (Mr. BONIOR), our distinguished
Democratic whip.

Mr. BONIOR. Mr. Speaker, this tax
bill is a raid on the Social Security
trust fund. It is nothing less. | would
call it a sneak attack, but what is hap-
pening here is so blatant, we cannot
call it a sneak attack.

This tax bill spends the retirement
savings of hard-working Americans. It
squanders the progress America has
made in balancing its books. After
years of talking about fiscal respon-
sibility, the Republicans come here,
and they are rushing to spend the sur-
plus that does not even exist. They are
taking $177 billion from Social Secu-
rity, and they are handing it out in an
election year giveaway.

The crazy thing is, the money that
they are giving away has not even been
collected yet. That is irresponsible.

A lot of people have called it irre-
sponsible across the political spectrum.
The nonpartisan Concord Coalition
says, The election year temptation to
use Social Security surpluses for other
purposes will lead to a dangerous
breakdown in fiscal discipline.

The conservative Cato Institute,
which my colleagues on this side of the
aisle bow to on a regular basis, they
said, We ought to wall off Social Secu-
rity to prevent the continued thievery,
that is their word, thievery from the
trust fund.

The Secretary of the Treasury, Rob-
ert Rubin, warns that abandoning fis-
cal discipline now could destabilize the
global economy.

The Speaker got up on the floor and
made this great big speech about desta-
bilizing the global economy. Here they
are, raiding $177 billion out of the trust
fund, putting us back in the same fiscal
mess that we got into in the early 1980s
and could not get out of until we elect-
ed a President and a Congress who were
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willing to do something about it in
1993.

I want to be very clear: The Demo-
crats support a tax cut. But the Amer-
ican people have been very clear as
well: Save Social Security first. Trad-
ing away Americans’ retirement secu-
rity for short-term tax cuts makes
about as much sense as ripping a hole
in the bottom of your canoe right be-
fore you hit the rapids.

We should not be surprised at this
Republican plan to eliminate Social
Security. As the majority leader, the
gentleman from Texas, said when he
first ran on a platform of eliminating
Social Security, he called it, and |
quote, a rotten trick on the American
people. The Speaker apparently shares
his views. In a newsletter that he put
out entitled, this is a Progress and
Freedom Foundation newsletter, it
said, For freedom’s sake, eliminate So-
cial Security.

That is where their leadership comes
from. Maybe that is why they are so
willing to spend Social Security trust
funds before the money even comes in.

They are dead wrong. There is no sur-
plus to spend. We have an obligation to
honor our commitment to America’s
families and save Social Security first.

Mr. ARCHER. Mr. Speaker, may | in-
quire as to what time remains?

The SPEAKER pro tempore (Mr.
THORNBERRY). The gentleman from
Texas (Mr. ARCHER) has 7% minutes re-
maining, and the gentleman from New
York (Mr. RANGEL) has 8%2 minutes re-
maining.

Mr. ARCHER. Mr. Speaker, | reserve
the balance of my time.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Ten-
nessee (Mr. FORD).

Mr. FORD. Mr. Speaker, | rise in sup-
port of tax cuts but certainly not in
support of this irresponsible plan that
has been offered by some of my col-
leagues on the other side.

The money the Republicans plan to
use to fund their tax bill is not their
money, nor is it Democrats’ money.
For it was paid into the Social Secu-
rity system through payroll contribu-
tions and should not be stolen away
from that to fund other things, no mat-
ter how worthy they may be.

Already young people, many in my
generation, doubt whether the trust
fund will be there for them. By intro-
ducing a tax bill paid for by taking
money away from Social Security,
they are pitting old against young and
sowing conflict between generations.

Democrats are interested in bringing
people together across generations and
social groups to work out a way to
achieve long-term solvency for Social
Security, for we agree with the Federal
Reserve Chairman, Alan Greenspan,
that the favored use for the surplus is
not to spend it on domestic programs
or tax cuts.

At a time in which we are facing vol-
atility in our world financial markets,
I would hope that the fiscal respon-
sibility that Republicans purport to
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pervade their party would finally take
hold and they would do the right thing.

Do not support the Archer tax plan.
Support the Rangel substitute.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from North
Carolina (Mr. PRICE).

(Mr. PRICE of North Carolina asked
and was given permission to revise and
extend his remarks.)

Mr. PRICE of North Carolina. Mr.
Speaker, | awoke this beautiful Satur-
day full of hope. By noon today we will
be 107 hours away from the finish line
I have been running toward, ever since
| first came to the Congress. With the
end of September, we will have
achieved the first balanced budget
since Lyndon Johnson was President.

Our achievement is imperfect, how-
ever. The unified budget is balanced
only because of the surplus in the So-
cial Security trust fund. And as we fin-
ish the race to this balanced budget, we
begin another race with two finishes to
cross: providing for the long-term sol-
vency of Social Security and balancing
the budget without including the So-
cial Security trust fund.

The bill we are debating today, the
““Raid Social Security for an Election
Eve Tax Cut Act,” threatens these
goals. The problem is not with the spe-
cific tax cuts but with using the Social
Security trust fund surplus to pay for
them.

These tax cuts are also contained in
the Democratic substitute. | have co-
sponsored many of them. But they are
paid for in that substitute, and they
maintain the trust in the trust fund.

The Republican bill effectively re-
peals the cornerstone of budget bal-
ancing, the pay-as-you-go rule. It does
so without even a fig leaf of a budget
resolution. It is irresponsible.

The Democratic substitute gives us

tax cuts, maintains budget account-
ability. Pass the Democratic sub-
stitute.

Mr. Speaker, | awoke this beautiful Saturday
full of hope. By noon today, we will be 107
hours away from a finish line | have been run-
ning toward every day | have served in Con-
gress. With the end of September, we will
have achieved the first balanced budget since
Lyndon Johnson was President.

Our achievement is imperfect. The unified
budget is balanced only because of the sur-
plus in the Social Security Trust Fund. As we
finish the race to this balanced budget, we
begin another race with two finishes to cross:
providing the long-term solvency of the Social
Security System and balancing the budget
without including the Social Security surplus.

Our fiscal success is built on partisan and
bipartisan achievement. The 1990 budget
agreement put into place the cornerstone of
our budgetary structure: the pay-as-you-go
rules. If Congress or the President wants to
add spending, it has to be paid for. If Con-
gress or the President wants to cut taxes, it
has to be paid for. Payment is either in spend-
ing cuts or tax increases. It was a bipartisan
achievement, albeit one that our present
House Republican leadership opposed.

The 1993 budget was a partisan fight,
passed by one vote in both chambers. it pro-
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duced declining deficits five years in a row,
laid the groundwork for phenomenal economic
growth, and brought us to the point last year
that we could hardly imagine not finishing the
job.

. The 1997 budget agreement returned us to
a bipartisan approach and accelerated the
achievement of the goal now a little over 100
hours away.

The bill we are debating today, the Raid So-
cial Security for an Election Eve Tax Cut Act,
threatens these goals. The problem is not with
the specific tax cuts but with using the Social
Security Trust Fund surplus to pay for them.
More than half of the tax cuts in this bill come
from proposals | have cosponsored. | support
relief for small savers, small businesses, fam-
ily farmers, health insurance, senior citizens,
the marriage penalty and extending the re-
search and development tax credit. These tax
cuts are also contained in the Democratic sub-
stitute, but there they are paid for, and they
maintain the “trust” in the Trust Fund.

This Republican bill effectively repeals the
cornerstone of budget balancing, the pay-as-
you-go rule. It does so without even a fig leaf
of a budget resolution, how more than five
months past due. It hands our tax goodies as
if they were Halloween candy, but the goody
box it dips into is the Social Security Trust
Fund.

As the race to the balanced budget comes
out of the turn and heads to the finish, this
Republican tax bill is a dangerous detour. It
can take us off the track, and it could prevent
us from staying the course. We need a re-
sponsible approach that pays for tax cuts, that
keeps us on the track to finish the race to a
balanced budget. We need an approach that
keeps the budget rules in place and effective
so that we can begin the race to solving the
challenge of Social Security and balancing the
budget without including the Social Security
surplus. The only way to achieve our goal is
to support the Democratic alternative. Let's not
fall off the track when the finish line is so
close.

Mr. ARCHER. Mr. Speaker, | reserve
the balance of my time.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from New
York (Mr. HINCHEY).

Mr. HINCHEY. Mr. Speaker, we are
for these tax cuts. In fact, virtually
every one of these tax cuts was intro-
duced by a Democrat. They were lifted
from us in a transparently cynical ges-
ture in an election year.

You know this bill is not going to
pass. If you thought it were, then you
would have a totally different piece of
legislation out here.

The truth of the matter is, you have
always hated Social Security, and you
seek every opportunity to undermine
it. That is what you are doing in this
particular case by stealing money from
the Social Security trust fund.

If you were in the private sector,
heading a corporation, and you sought
to steal money out of the pension fund
of that private corporation, you would
be locked up. And that is what ought to
happen to you in this particular con-
text. This is wrong. It is indecent. It
runs counter to everything that this
Congress has stood for, and you are
doing what you are doing at the ex-
pense of present and future retirees.
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You are not going to get away with
it.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Min-
nesota (Mr. MINGE).

Mr. MINGE. Mr. Speaker, | thank the
gentleman from New York for yielding
time to me.

We have 2 weeks left in this legisla-
tive session. We should not be squan-
dering our time on bills that we know
are not going anywhere.

The trade bill, which | voted for last
night, is not going anywhere, unfortu-
nately. This tax cut bill is not going
anywhere, on the other side of this
building, on the other end of Pennsyl-
vania Avenue.

In the meantime, the budget lan-
guishes. The appropriations bills lan-
guish. The trade initiatives that we
could take languish. Funding for IMF
languishes.

So what are we doing? We are using
our time on a Saturday morning to add
to the deficit, to handicap our ability
to balance the budget, to handicap our
ability to solve the Social Security fi-
nancial woes, to violate the budget
rules.

This reminds me of a juvenile exer-
cise in my youth. As a 7th grader, | and
my friends campaigned to be president
of home room. We were told by our
teacher we should have a platform. We
said we wanted to cut taxes. It was just
as relevant then as it is now. It was not
going anywhere.

I campaigned to be president of our
““home room’”. We were told by our
teacher we should have a platform. We
all pledged to cut taxes. As children we
were echoing our parents table talk,
but we were no more in touch with re-
ality than the majority today. Indeed
let’s cut taxes—when we can do so
without jeopardizing Social Security
and our commitment to balance the
budget.

Mr. ARCHER. Mr. Speaker, | yield
myself 5 minutes.

Mr. Speaker, although the tax cut
last year, signed by the President, pro-
claimed by the President required
more government borrowing, it did not
raid or jeopardize Social Security.

Today, when we have a surplus of $60
billion instead of a deficit, last year, of
$21 billion, we are clearly not in any
way raiding Social Security or even
touching any of the dollars that go
into the Social Security trust fund.
That is clear. Not one penny of Social
Security money is involved in this tax
relief.

Mr. Speaker, | am a conservative.
Most people know that. | am conserv-
ative in most everything, but | am es-
pecially conservative when it comes to
other people’s money. | prepare my
own taxes, | pay my own bills, and 1|
have no personal debt.

I believe that left to their own, with-
out government interference, red tape
and excessive taxation, there is no
problem the American people cannot
solve. In the last 4 years the lives of
the American people have improved be-
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cause we are getting government off
their backs. We balanced the budget,
moved people from welfare to work,
protected people from the IRS, and we
cut taxes.

In short, we are downsizing the power
of Washington and upsizing the power
of individual Americans, helping them
to help themselves.

But we must remember that we are
only the government. We cannot solve
all the problems of the people by tak-
ing tax dollars that are earned by one
citizen and handing them to another
citizen, and then believe that we have
improved the lot of either.

For 40 years we tried that. It is called
tax and spend. The time has come to
admit that tax and spend has failed. It
is time to reduce the size of govern-
ment and let people keep their tax dol-
lars. After all, the money belongs to
them. Cutting taxes can never be ‘“‘a
giveaway”’ as the minority leader re-
cently called it or ‘‘squandering the
surplus” in the President’s terminol-
ogy, unless they believe that people’s
paychecks are government property,
property for the government to give
away.

O 1115

Taxes are a takeaway. It is the gov-
ernment that takes. They take what
workers make. It is not and never will
be the other way around, at least not
in America and not to Republicans.

Mr. Speaker, it is time to stop pun-
ishing those who work and earn. It is
time to start helping the taxpayer so
each one of them can keep more of
what they earn.

It is clear from this debate that
many of my Democrat friends are out
of touch with overtaxed, mainstream
America. It is clear that many are vot-
ing with their party leaders and
against their farmers, ranchers, hus-
bands, wives, senior citizens, local
school districts and small business
owners. While they claim they are for
tax relief, their vote shows that their
fingers remain stuck in the wallets of
middle-income Americans, trying to
take from one citizen to give to an-
other. To my friends across the aisle, |
really have a simple message: Let it go.
Let it go. Let it go. We tried your way.
For 40 years we squandered people’s
taxes and increased spending. Now it is
our turn.

My friends, vote for your constitu-
ents, not your leadership. Show your
independence. Say ‘‘yes’’ to families, to
farmers and ranchers, to senior citi-
zens, to small businesses and to the
building of local schools. Vote for the
taxpayer. Support our 90-10 plan. And
at the same time we are committed to
join with you to save Social Security.

Separately, Mr. Speaker, | would like to
point out that the bill includes a temporary ex-
ception from current income inclusion under
subpart F of the tax code for certain income
earned abroad by dealers in securities. The
committee report states: “It is intended that
the dealer exception not apply to income from
transactions with persons located in the United
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States with respect to U.S. securities.” The re-
port language reflects the Committee’s under-
standing that the exception from current inclu-
sion for income earned by dealers in securities
does not apply to activities that would other-
wise be conducted in the United States.

Mr. Speaker, | reserve the balance of
my time.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentleman from Virginia
(Mr. MORAN).

Mr. MORAN of Virginia. Mr. Speak-
er, the critical vote on this issue oc-
curred yesterday with the rule, because
what we did was to vote to break our
own budget rules. It is those budget
rules that enabled us to achieve a bal-
anced budget, to turn a projected $300
billion deficit into a balanced budget.
We did that because we did not want to
be controlled by those rules as respon-
sible as they are. We said that we are
not going to pay for this tax cut by re-
ducing spending or by taking it out of
the general fund, we are going to take
it from the Social Security trust fund.

But by breaking those rules, we have
also broken intergenerational legacy,
where every generation of Americans
has inherited a better standard of liv-
ing from their parents than the prior
generation. Yet we are going to pass on
to our children’s generation $5.5 tril-
lion of debt and an insurmountable So-
cial Security burden, a generational
deficit.

When | was born, there were 20 work-
ers for every retiree. When | die there
will be two. That is not fair. Let us not
be so selfish.

Mr. RANGEL. Mr. Speaker, | yield 1
minute to the gentlewoman from Flor-
ida (Mrs. THURMAN) from the Commit-
tee on Ways and Means.

Mrs. THURMAN. Mr. Speaker, | have
heard a lot about yesterday and what
happened and what is going on. But as
a teacher, as a mother and someone
who listened to their parents, | was
told, ““Learn from your mistakes.”

Mr. Speaker, I want to thank the
gentleman from Texas (Mr. ARCHER)
for reminding the American people
that this Congress last year gave tax
breaks to the country, gave it to hard-
working families, gave it to the farm-
ers, gave it to the teachers, gave it to
people with children. That is what you
gave us last year. All we are saying is
this year, please, please remember
what Mr. Greenspan said, that if we
protect this surplus and help pay down
the national debt, we could in fact
produce lower interest rates. That is
for mortgage payments, that is for car
payments, that is for credit card pay-
ments. He said spending this surplus
would be the worst outcome.

Please just vote ‘“no.”

Mr. RANGEL. Mr. Speaker, | yield
the balance of my time to the gen-
tleman from Missouri (Mr. GEPHARDT)
our Democratic leader.

Mr. GEPHARDT. Mr. Speaker, the
decision that we make today is a deci-
sion that every American would under-
stand. In our lives, in our families, we
all face fundamental decisions. Often
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those decisions are financial decisions.
We have to decide whether or not to
have instant gratification and buy
something that we would like to have
right now, or whether to save funds in
our family for retirement or for a rainy
day fund or for the future so that we do
the responsible thing for our families
and our future. It really is the kind of
decision that we are making today as a
national family. We are deciding
whether we want very desirable tax
cuts, which the American people want
and which we want, or whether we
should wait on that decision until we
are sure that our pension funds in So-
cial Security are safe and secure and
adequate to take care of the baby
boomers which will be soon coming and
wanting their pension from Social Se-
curity. | urge my colleagues to vote for
the Democratic substitute that will
truly save the surplus for Social Secu-
rity first.

Yesterday Republicans voted against
a Democratic proposal to save all of
the surplus for the Social Security
trust fund. They said, 90 percent is
good enough. 100 percent would be bet-
ter, but 90 percent is good enough. | be-
lieve that was a wrong decision.

Today they are raiding the surplus
with ill-timed tax cuts. Once again
they show their disregard for the long-
term financial integrity of the most
important program to the lives of
every American. Our substitute will
make sure, certain, positive, that fiscal
responsibility is more than empty
phrases and empty words.

We support cutting taxes. We believe
the American people deserve a tax cut.
But it is more important to save every
penny of the surplus until we find a
way to pay for those tax cuts. It is a
basic principle: Pay as you go; pay as
you go. It says tax cuts funded out of
the surplus must wait, must simply
wait until Congress shores up the So-
cial Security system so they can pay
the benefits that baby boomers have
earned by paying payroll taxes into the
Social Security trust fund. It says
“‘yes’ to tax cuts to working families
but makes sure that we do not wreck
Social Security in the process.

Democrats support tax cuts for work-
ing families. Speaker Gingrich and
Chairman Archer have borrowed from
Democratic tax relief proposals in
writing this bill. We congratulate them
for that. The only problem is that they
forgot to include the bipartisan fiscal
discipline that we wrote into the budg-
et in their zeal to give the Republican
Party a campaign issue in the Novem-
ber elections.

This is an election-year tax cut. Un-
fortunately, their message to the
American voter is the election is more
important to the Republican Party
than saving Social Security for future
generations. We refuse to support Re-
publican efforts to spend the Social Se-
curity trust funds that working fami-
lies one day will have to rely on for
their retirement, as the foundation of
their retirement.
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The Republicans are taking $80 bil-
lion from the surplus and try to say
that, “Well, it’s no big deal. It’s not
that much money.” The party that re-
fused to cast a single vote to put the
Federal budget in surplus for the first
time in a generation is now so im-
pressed, in fact so giddy with election-
year politics, they have decided to
spend surplus money that really should
stay in the Social Security trust fund.
| think it is irresponsible. The surplus
is just an upward line on a bar graph.
It shows a unified budget in surplus but
a non-Social Security budget projected
in deficit for at least the next six
years. The truth is we do not have a
surplus if we take into account what
should be in the Social Security trust
fund.

I am from Missouri. We have a saying
in Missouri: Show me. Show me the
trust fund. And what people in America
want today is to be shown that we have
learned as a national family to be re-
sponsible, to do the right thing for
them and their future.

This is a fundamental decision we
have to make today. We are trustees of
the most important program for the fu-
ture of families in this country. |1 keep
hearing Social Security is failed, that
it will not be there. When | talk to my
young constituents, they say, “I'm
paying this tax, but it’s never going to
be there.” What cynicism we bring
when we do things like this when we
have a chance to regain the confidence
of the people that the hard-earned
money they put into this trust fund is
going to be there.

Do not give in to cynicism today and
irresponsibility and instant gratifi-
cation and election-year politics. Do
what is right for the future of this
country. Let us regain the confidence
of our people that we know how to be
trustees of this system. Vote for the
Democratic substitute, vote for a tax
cut when we can afford to do it, and
say we have kept faith with Social Se-
curity.

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from Florida (Mr. STEARNS).

(Mr. STEARNS asked and was given
permission to revise and extend his re-
marks.)

Mr. STEARNS. Mr. Speaker, | rise in
support of the Archer bill and against
the Rangel amendment. We are talking
about .0086 percent of the budget. That
is very little amount of money for a
tax cut.

Now lets eliminate the accusations of “raid-
ing” the social security trust fund. President
Johnson and the Democratic Congress first
unified the budget, making the Trust Fund part
of the general revenue.

The Democratic alternative would delay this
important tax relief. Of course, this delay does
not apply to tax incentives that are favored by
the Democrats—in other words, spending on
Title IV, to which their trigger does not apply.
We want to provide as much educational, sen-
ior citizen, farming, and marriage penalty tax
relief as we can. Let's get serious . . . this tax
relief is $16 billion a year or $80 billion over
5 years or .0086 of the yearly budget.
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Americans deserve a break—let's defeat the
Rangel Amendment.

Mr. ARCHER. Mr. Speaker, | yield
such time as he may consume to the
gentleman from Michigan (Mr.
KNOLLENBERG).

(Mr. KNOLLENBERG asked and was
given permission to revise and extend
his remarks.)

Mr. KNOLLENBERG. Mr. Speaker, |
rise in full support of the Archer under-
lying bill and oppose the substitute.

Mr. ARCHER. Mr. Speaker, | yield
the balance of my time to the gen-
tleman from Georgia (Mr. GINGRICH),
the Speaker of the House of Represent-
atives.

Mr. GINGRICH. Mr. Speaker, | thank
the gentleman from Texas for yielding
me this time.

Let me say first of all that I am
proud that the United States House is
busy at work legislating. We are not in
California at a fund-raiser. We are not
in Texas at a fund-raiser. We are here
in Washington working on the people’s
business.

Let me say to my friends, in 1994,
when you finished 40 years of control-
ling the House, the projected deficit for
the next 11 years was $3.1 trillion and
in 40 years the amount of money you
had set aside for Social Security was
zero. Not a dollar. Three and a half
short years later, we now have a pro-
jected $1.6 trillion surplus and we are
setting aside over $1 trillion for Social
Security. So being lectured by the peo-
ple who had done nothing about who is
trying to save Social Security is a his-
toric anomaly.

You know full well that the surplus
is more than enough for Social Secu-
rity, because on September 15 Demo-
crats in this House voted 176-1 to spend
part of the surplus on government pro-
grams.

And you know full well that the Clin-
ton administration has sent up $13 bil-
lion of additional government spending
out of the surplus which you support.

So the fact is, liberal Democrats say,
if it is government spending take it out
of the surplus, but now if it is for the
taxpayers, that would be dangerous.

Democrats say if it is for Bosnia,
take it out of the surplus, but if it is
for Baltimore and Boise, that would be
dangerous.

Democrats say if it is to fix Y2K com-
puters in the government, take it out
of the surplus, but now if it is to let
small business actually buy a com-
puter, that would be dangerous.

Let us be clear what is at stake here.
We believe there is a surplus because
the hard-working American people are
paying more in taxes than the govern-
ment is spending. Our liberal friends
believe the answer is to raise govern-
ment spending to catch up with the
taxes. We believe lower taxes so we get
the money back home.

Consider what we are trying to do.
We have already pledged to save Social
Security. We have already set aside
over $1 trillion. The Deputy Commis-
sioner of Social Security of the Clinton
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administration said, quote, as a result
of the tax bill being considered, there
will not be any impact on the moneys
in the Social Security trust fund. That
is what she said. The Clinton adminis-
tration has said that this has nothing
to do with Social Security. This has to
do with some simple things.

Do you believe in the middle of a
drought, in the middle of price prob-
lems for farmers that we ought to have
tax relief for farmers?

Do you believe we ought to have in-
come-averaging for farmers?

Do you believe we ought to raise the
earning limits for senior citizens so
they can work without penalty?

Do you believe we ought to reduce
the marriage penalty?

Do you believe we ought to cut the
death tax for small business and family
farms?

Do you believe we ought to help local
school boards keep their own bond
money so they can build their own
schools without going to Washington?
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Do you think we ought to extend 100
percent deductibility to small business
to have the same chance to buy health
insurance as giant corporations?

Do you think we ought to eliminate
any tax on the first $200 in interest and
dividends?

That is what is at stake here. We are
returning to the American people their
own money, and we are doing so as the
people who created the first surplus in
a generation and the first projected
decade of surpluses since the 1920s. We
will keep our word and pass a bill next
year to save Social Security. This year,
let us try to keep the American econ-
omy growing, despite worldwide eco-
nomic problems, by cutting taxes and
returning money to the American peo-
ple.

I challenge any of my liberal friends,
if you vote ‘‘no’’ on returning money to
the American people, then do not turn
around and take money and spend it on
bigger and bigger government. But you
know in your heart you are going to
vote for the bigger government, so why
not give the American people a chance
to have at least some of that money in
their own family.

Ms. JACKSON-LEE of Texas. Mr. Speaker,
| rise to speak on behalf of this substitute
amendment to H.R. 4579, sponsored by Con-
gressman RANGEL. | support this substitute,
because it is necessary to protect the financial
well-being of hard-working Americans.

We Democrats are no strangers to tax cuts.
Many of us, in fact, voted for tax cuts last
year. In fact, the final passage of the Taxpayer
Relief Act of 1997 was done with a great deal
of bipartisan support. One hundred and sixty-
four Democrats voted in favor of that bill, in-
cluding myself. | am especially proud of the
$500 Child Tax Credit for low-income families
that the bill contained, which came about as a
result of some very hard-work by the Demo-
cratic Members of this House.

I, personally, am also not a stranger to tax-
payer relief. | sponsored legislation that would
have eliminated the marriage penalty, estab-
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lished a commission to simply the tax code,
required the Internal Revenue Service to use
alternative dispute resolution (ADR) to settle
claims, and prohibited certain types of dis-
crimination by IRS officers and employees.
Yet the Republicans would have the American
public believe that we do not want tax cuts of
any sort. They could not be more wrong.

This substitute is significantly better than the
unamended version of H.R. 4578 because it
holds the door open for the exact same tax
cuts that the Republicans are championing,
but only after we are assured that the Social
Security Trust Fund will be there for the peo-
ple of America who currently pay into the So-
cial Security system. So as you hear the Re-
publicans clamoring about their targeted tax
cuts for families and small business, remem-
ber that you get the same from the Demo-
crats.

Both the bill and the Democratic substitute
contain provisions that address the marriage
penalty, small savers, and farm relief. Both
give tax relief to small business owners and
beneficiaries of estates. Both assist taxpayers
that are themselves on Social Security or self-
employed. The truth is, that Democrats give
the taxpayers no less than Republicans. In
fact, we give more—we save Social Security
as well.

The difference between these two compet-
ing versions of H.R. 4578 represents the fun-
damental difference in the way that Members
of Congress view this “budget surplus”. While
the supporters of the reported version of H.R.
4579 believe that this is a true surplus that we
can take money out of, the substitute speaks
for the Members who see those funds as debt,
owed to the people who have paid into the
system throughout their working careers.

There are strong and reliable indications
that without the Social Security surplus, a real
budget surplus would not exist until the year
2006. According to the CBO, the budget sur-
pluses over the next five years amount to
$520 billion. If you leave the surplus from So-
cial Security out of that equation, the budget
instead runs a deficit of $137 billion. A deficit!

We owe this money to the people who have
paid into this system. Last month | held a se-
ries of town hall meetings. Although the meet-
ings were all held in different neighborhoods,
with people of different races, and back-
grounds, with people from different financial
strata, and with people of all age groups, at
each of the meetings there was a clear con-
sensus that Social Security must be saved. It
must be saved for them, not out of the gener-
osity of our hearts, but because we owe them
their money. It is theirs!

This substitute does more than just save the
budget surplus for Social Security. It puts the
money where it will be safe—by transferring it
to the Federal Reserve Bank of New York to
be held in trust. It is, in effect, a “lock box”
which cannot be reached by politicians here in
Congress. Under the substitute, Congress
would have to default on publicly traded debt
instruments before it could default on its So-
cial Security payments. With the state of
things of today, that is about as safe as you
can get.

This substitute to H.R. 4578 is being made
for the sake of fiscal responsibility. It simply
acknowledges that we ought not to spend
money that we do not have. We all know that
early next century, when the Social Security
tab arrives bearing the names of the baby
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boomers that have participated in this pro-
gram, we will have to pay. If you think that the
American public has a lack of respect for gov-
ernment now, how do you think they will feel
when we shortchange them after 20 or 30
years of hard work? Let me remind all of you,
we owe the American people well over $5 tril-
lion in already-collected funds.

| implore all of you to support this substitute
because it protects the statutory rights of mil-
lions of people around the country. | also warn
those who plan to oppose it, because their
votes will send a message to the hard-working
people of this country, not only that they play
election-year politics, but also that they play
politics with their constituents’ money!

| would also like to remind all of you that the
substitute will be the only way that we get any
tax cuts this year. The Administration strongly
opposes the unamended version of H.R. 4579,
and will veto it. They oppose it because it
“drain[s] billions out of projected surpluses

. and violates the President's unwavering
commitment to save Social Security first. None
of the surpluses should be touched until the
long-term solvency of Social Security has
been fully secured.” This substitute surely
meets those requirements, as it requires as-
surances that Social Security, is indeed safe
before any tax cuts go into effect.

| urge you all to vote for this substitute. We
owe it to all of the people of this country who
have lived up to their part of the Social Secu-
rity bargain by dutifully paying into the system
with their every hard-earned paycheck.

Mr. CUMMINGS. Mr. Speaker, | rise today
in support of the amendment offered by my
friend and colleague, CHARLIE RANGEL, and in
opposition to a raid on the Social Security
Trust Fund in the form of a fool-hardy tax bill.

This body can and has agreed on many, if
not all, of the tax relief provisions included in
this bill.

Unfortunately, we are not in a position to
discuss those provisions today because, quite
simply, we can not pay for them.

Mr. Speaker, there are no budget surpluses
projected for at least the next five years.

What there is is the Social Security Trust
Fund which the people of the United States
have entrusted to the Congress so that we
can continue to guarantee the solvency of the
Social Security system.

It is fool-hardy, irresponsible and dangerous
to use this money for tax cuts.

Mr. Speaker, | want to provide the American
people tax relief. My wish list for my constitu-
ents is a long one. Unfortunately, we in this
body have fiscal responsibilities.

We need to be disciplined. We can not act
simply off of wish lists. We must act based on
fiscal realities.

We need to be conservative with the Amer-
ican people’s money and we need to ensure
that the Social Security system is there for our
children and for our grandchildren as it has
been there for us. We can do this, as long as
we leave the Social Security Trust Fund alone.

Therefore, Mr. Speaker, | support the Ran-
gel Substitute because it provides tax relief
only after we have guaranteed the solvency of
the Social Security system.

The SPEAKER pro tempore (Mr.
THORNBERRY). The question is on the
amendment in the nature of a sub-
stitute offered by the gentleman from
New York (Mr. RANGEL).

The question was taken; and the
Speaker pro tempore announced that
the noes appeared to have it.
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RECORDED VOTE
Mr. RANGEL. Mr. Speaker, | demand

a recorded vote.
A recorded vote was ordered.

The vote was taken by electronic de-
vice, and there were—ayes 197, noes 227,

not voting 11, as follows:

Abercrombie
Ackerman
Allen
Andrews
Baesler
Baldacci
Barcia
Barrett (WI)
Becerra
Bentsen
Berry
Bishop
Blagojevich
Blumenauer
Bonior
Borski
Boswell
Boucher
Boyd
Brady (PA)
Brown (CA)
Brown (FL)
Brown (OH)
Capps
Cardin
Carson
Clay
Clayton
Clement
Clyburn
Condit
Conyers
Costello
Coyne
Cramer
Cummings
Danner
Davis (FL)
Davis (IL)
DeFazio
DeGette
Delahunt
DeLauro
Deutsch
Dicks
Dingell
Dixon
Doggett
Dooley
Doyle
Edwards
Engel
Eshoo
Etheridge
Evans

Farr
Fattah
Fazio
Filner
Ford
Frank (MA)
Frost
Gejdenson
Gephardt
Gonzalez
Gordon
Green

Aderholt
Archer
Armey
Bachus
Baker
Ballenger
Barr
Barrett (NE)
Bartlett
Barton
Bass
Bateman
Bereuter
Bilbray
Bilirakis
Bliley
Blunt
Boehlert

[Roll No. 468]

AYES—197

Gutierrez
Hall (OH)
Hall (TX)
Harman
Hastings (FL)
Hefner
Hilliard
Hinchey
Hinojosa
Holden
Hooley
Hoyer
Jackson (IL)
Jackson-Lee
(TX)
Jefferson
John
Johnson (W1)
Johnson, E. B.
Kanjorski
Kaptur
Kennedy (MA)
Kennedy (RI)
Kennelly
Kildee
Kilpatrick
Kind (WI)
Kleczka
Klink
Kucinich
LaFalce
Lampson
Lantos
Lee
Levin
Lewis (GA)
Lipinski
Lofgren
Lowey
Luther
Maloney (NY)
Manton
Markey
Martinez
Mascara
Matsui
McCarthy (MO)
McCarthy (NY)
McDermott
McGovern
McHale
Mclintyre
McKinney
McNulty
Meehan
Meek (FL)
Meeks (NY)
Menendez
Millender-
McDonald
Miller (CA)
Minge
Mink
Moakley
Mollohan
Moran (VA)
Murtha

NOES—227

Boehner
Bonilla
Bono
Brady (TX)
Bryant
Bunning
Burr

Buyer
Calvert
Camp
Campbell
Canady
Cannon
Castle
Chabot
Chambliss
Chenoweth
Christensen

CONGRESSIONAL RECORD —HOUSE

Nadler
Neal
Oberstar
Obey
Ortiz
Owens
Pallone
Pascrell
Pastor
Payne
Pelosi
Peterson (MN)
Pickett
Pomeroy
Poshard
Price (NC)
Rahall
Rangel
Reyes
Rivers
Rodriguez
Rothman
Roybal-Allard
Rush
Sanchez
Sanders
Sandlin
Sawyer
Schumer
Scott
Serrano
Sherman
Sisisky
Skaggs
Skelton
Slaughter
Smith, Adam
Snyder
Spratt
Stabenow
Stark
Stenholm
Stokes
Strickland
Stupak
Tanner
Thompson
Thurman
Tierney
Torres
Towns
Traficant
Turner
Velazquez
Vento
Visclosky
Waters
Watt (NC)
Waxman
Wexler
Weygand
Wise
Woolsey
Wynn
Yates

Coble
Collins
Combest
Cook
Cooksey
Cox

Crane
Crapo
Cubin
Cunningham
Davis (VA)
Deal

DelLay
Diaz-Balart
Dickey
Doolittle
Dreier
Duncan

Dunn Kingston Roemer
Ehlers Klug Rogan
Ehrlich Knollenberg Rogers
Emerson Kolbe Rohrabacher
English LaHood Ros-Lehtinen
Ensign Largent Roukema
Everett Latham Royce
Ewing LaTourette Ryun
Fawell Lazio Sabo
Foley Leach Salmon
Forbes Lewis (CA) Sanford
Fossella Lewis (KY) Scarborough
Fox Linder Schaefer, Dan
Franks (NJ) Livingston Schaffer, Bob
Frelinghuysen LoBiondo Sensenbrenner
Gallegly Lucas Sessions
Ganske Maloney (CT) Shadegg
Gekas Manzullo Shaw
Gibbons McCollum Shays
Gilchrest McCrery Shimkus
Gillmor McDade Shuster
Gilman McHugh Skeen
Gingrich Mclnnis Smith (MI)
Goode Mclintosh Smith (NJ)
Goodlatte McKeon Smith (OR)
Goodling Metcalf Smith (TX)
Graham Mica Smith, Linda
Granger Miller (FL) Snowbarger
Greenwood Moran (KS) Solomon
Gutknecht Morella Souder
Hamilton Myrick Spence
Hansen Nethercutt Stearns
Hastert Neumann Stump
Hastings (WA) Ney Sununu
Hayworth Northup Talent
Hefley Norwood Tauscher
Herger Nussle Tauzin
Hill Oxley Taylor (NC)
Hilleary Packard Thomas
Hobson Pappas Thornberry
Hoekstra Parker Thune
Horn Paul Tiahrt
Hostettler Paxon Upton
Houghton Pease Walsh
Hulshof Peterson (PA) Wamp
Hunter Petri Watkins
Hutchinson Pickering Watts (OK)
Hyde Pitts Weldon (FL)
Inglis Pombo Weldon (PA)
Istook Porter Weller
Jenkins Portman White
Johnson (CT) Quinn Whitfield
Johnson, Sam Radanovich Wicker
Jones Ramstad Wilson
Kasich Redmond Wolf
Kelly Regula Young (AK)
Kim Riggs Young (FL)
King (NY) Riley
NOT VOTING—11
Berman Fowler Pryce (OH)
Burton Furse Saxton
Callahan Goss Taylor (MS)
Coburn Olver
0O 1151
The Clerk announced the following
pairs:
On this vote:

Mr. Taylor of Mississippi for, with Mr. Cal-
lahan against.

Mr. Olver for, with Mrs. Fowler against.

Mr. Berman for, with Mr. Burton against.

Messrs. GOODLATTE, SMITH of
Michigan, HILLEARY, LAZIO of New
York and ROGAN and Mrs.
CHENOWETH changed their vote from
‘“‘aye’ to ‘“‘no.”

Mr. OWENS changed his vote from
““no’” to ‘“‘aye.”

So the amendment in the nature of a
substitute was rejected.

The result of the vote was announced
as above recorded.

The SPEAKER pro tempore (Mr.
THORNBERRY). Pursuant to House Reso-
lution 552, the previous question is or-
dered on the bill, as amended.

The question is on the engrossment
and third reading of the bill.

The bill was ordered to be engrossed
and read a third time, and was read the
third time.
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The SPEAKER pro tempore. The
question is on the passage of the bill.
The question was taken; and the

Speaker pro tempore announced that
the ayes appeared to have it.
RECORDED VOTE
Mr. RANGEL. Mr. Speaker, | demand
a recorded vote.
A recorded vote was ordered.

The vote was taken by electronic de-
vice, and there were—ayes 229, noes 195,
not voting 11, as follows:

[Roll No. 469]
AYES—229

Archer Gillmor Parker
Armey Gilman Paul
Bachus Gingrich Paxon
Baker Goode Pease
Ballenger Goodlatte Peterson (PA)
Barcia Goodling Petri
Barr Gordon Pickering
Barrett (NE) Graham Pitts
Bartlett Granger Pombo
Barton Greenwood Porter
Bass Hansen Portman
Bateman Harman Quinn
B(_ereuter Hastt_art Radanovich
B!It_)ray_ Hastings (WA) Ramstad
B!Ilrakls Hayworth Redmond
Bishop Hefley Requl

> gula
Bliley Herger Riggs
Blunt Hilleary Riley
Boehlert Hobson Roemer
Boehner Hoekstra R
Bonilla Hooley ogan
Bono Horn Rogers
Boswell Hostettler Rohrabac_her
Brady (TX) Houghton Ros-Lehtinen
Bryant Hulshof Roukema
Bunning Hunter Royce
Burr Hutchinson Ryun
Buyer Hyde Salmon
Calvert Inglis Sandlin
Camp Istook Scarborough
Campbell Jenkins Schaefer, Dan
Canady Johnson (CT) Schaffer, Bob
Cannon Johnson, Sam Sensenbrenner
Capps Jones Sessions
Chabot Kasich Shadegg
Chambliss Kelly Shaw
Christensen Kennelly Shays
Coble Kim Sherman
Collins King (NY) Shimkus
Combest Kingston Shuster
Condit Klug Skeen
Cook Knollenberg Smith (MI)
Cooksey Kolbe Smith (NJ)
Cox Largent Smith (OR)
Cramer Latham Smith (TX)
Crane LaTourette Snowbarger
Crapo Lazio Solomon
Cubln_ Leaqh Souder
Cunningham Lew!s (CA) Spence
Dan_ner L(_BWIS (KY) Stearns
Davis (VA) Linder Stump
Deal Livingston Sununu
DelLay LoBiondo Talent
Diaz-Balart Lucas T

. auscher
Dickey Maloney (CT) Tauzin
Doolittle Manzullo Taylor (NC)
Dreier McCarthy (NY) Y
Duncan McCollum Thomas
Dunn McCrery Thornberry
Ehlers McDade Thune
Ehrlich McHugh Tiahrt
English Mclnnis Turner
Ensign MclIntosh Upton
Everett McKeon Walsh
Ewing Metcalf Wamp
Fawell Mica Watkins
Foley Miller (FL) Watts (OK)
Forbes Moran (KS) Weldon (FL)
Fossella Myrick Weldon (PA)
Fox Nethercutt Weller
Franks (NJ) Ney White
Frelinghuysen Northup Whitfield
Gallegly Norwood Wicker
Ganske Nussle Wilson
Gekas Oxley Wolf
Gibbons Packard Young (AK)
Gilchrest Pappas Young (FL)
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NOES—195
Abercrombie Hall (TX) Neal
Ackerman Hamilton Neumann
Aderholt Hastings (FL) Oberstar
Allen Hefner Obey
Andrews Hill Ortiz
Baesler Hilliard Owens
Baldacci Hinchey Pallone
Barrett (WI) Hinojosa Pascrell
Becerra Holden Pastor
Bentsen Hoyer Payne
Berry Jackson (IL) Pelosi
Blagojevich Jackson-Lee Peterson (MN)
Blumenauer (TX) Pickett
Bonior Jefferson Pomeroy
Borski John Poshard
Boucher Johnson (W1) Price (NC)
Boyd Johnson, E.B. Rahall
Brady (PA) Kanjorski Rangel
Brown (CA) Kaptur Reyes
Brown (FL) Kennedy (MA) Rivers
Brown (OH) Kennedy (RI) Rodriguez
Cardin Kildee Rothman
Carson Kilpatrick Roybal-Allard
Castle Kind (WI) Rush
Chenoweth Kleczka Sabo
Clay Klink Sanchez
Clayton Kucinich Sanders
Clement LaFalce Sanford
Clyburn LaHood Sawyer
Conyers Lampson Schumer
Costello Lantos Scott
Coyne Lee Serrano
Cummings Levin Sisisky
Davis (FL) Lewis (GA) Skaggs
Davis (IL) Lipinski Skelton
DeFazio Lofgren Slaughter
DeGette Lowey Smith, Adam
Delahunt Luther Smith, Linda
DelLauro Maloney (NY) Snyder
Deutsch Manton Spratt
Dicks Markey Stabenow
Dingell Martinez Stark
Dixon Mascara Stenholm
Doggett Matsui Stokes
Dooley McCarthy (MO) Strickland
Doyle McDermott Stupak
Edwards McGovern Tanner
Emerson McHale Thompson
Engel Mclntyre Thurman
Eshoo McKinney Tierney
Etheridge McNulty Torres
Evans Meehan Towns
Farr Meek (FL) Traficant
Fattah Meeks (NY) Velazquez
Fazio Menendez Vento
Filner Millender- Visclosky
Ford McDonald Waters
Frank (MA) Miller (CA) Watt (NC)
Frost Minge Waxman
Gejdenson Mink Wexler
Gephardt Moakley Weygand
Gonzalez Mollohan Wise
Green Moran (VA) Woolsey
Gutierrez Morella Wynn
Gutknecht Murtha Yates
Hall (OH) Nadler
NOT VOTING—11
Berman Fowler Pryce (OH)
Burton Furse Saxton
Callahan Goss Taylor (MS)
Coburn Olver
0 1212
The Clerk announced the following
pairs:
On this vote:

Mr. Callahan for, with Mr. Taylor of Mis-
sissippi against.

Mrs. Fowler for, with Mr. Olver against.

Mr. Burton for, with Mr. Berman against.

Mr. Porter changed his vote from
‘N0’ to “‘aye.”

So the bill was passed.

The result of the vote was announced
as above recorded.

A motion to reconsider was
the table.

Pursuant to secton 3 of House Reso-
lution 552, the title of H.R. 4579 is
amended so as to read:

““A bill to provide tax relief for individuals,
families, and farming and other small busi-

laid on
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nesses, to provide tax incentives for edu-
cation, to extend certain expiring provisions,
and for other purposes, and to amend the So-
cial Security Act to establish the Protect
Social Security Account into which the Sec-
retary of the Treasury shall deposit budget
surpluses until a reform measure is enacted
to ensure the long-term solvency of the
OASDI trust funds.”

Pursuant to section 3 of House Reso-
lution 552, the text of H.R. 4578 will be
appended to the engrossment of H.R.
4579, and H.R.4578 will be laid on the
table.

LEGISLATIVE PROGRAM

(Mr. FAZIO of California asked and
was given permission to address the
House for 1 minute and to revise and
extend his remarks.)

Mr. FAZIO of California. Mr. Speak-
er, | would inquire of the majority
leader regarding next week’s schedule.

Mr. ARMEY. Mr. Speaker, will the
gentleman yield?

Mr. FAZIO of California. | yield to
the gentleman from Texas.

Mr. ARMEY. Mr. Speaker, | thank
the gentleman for yielding.

Mr. Speaker, | am proud to say that
we have completed legislative business
for the week.

On Monday the House will consider a
number of bills under suspension of the
rules, a list of which will be distributed
to Members’ offices today.

After suspensions, the House will
take up the conference reports for H.R.
4103, the Department of Defense Appro-
priations Act; H.R. 4060, the Energy
and Water Development Appropriations
Act; and H.R. 6, the Higher Education
Amendments of 1998.

0 1215

On Tuesday, September 29, the House
will meet at 9 a.m. for Morning Hour,
and 10 o’clock a.m. for legislative busi-
ness. We hope to consider the con-
ference reports for H.R. 4101, the Agri-
culture Appropriations Act.

Mr. Speaker, we will conclude busi-
ness and votes by noon on Tuesday,
September 29, so Members can observe
the Jewish holiday. We will not have
any votes on Wednesday, September 30,
and the House will return on Thursday
October 1 at 2 o’clock p.m. We do not
expect any recorded votes before 5
o’clock on Thursday, October 1.

On Thursday, October, 1 and Friday,
October 2, the House will consider H.R.
4570, the Omnibus National Parks and
Public Lands Act. We hope to have the
conference report on H.R. 4104, the
Treasury Appropriations Act, available
next week. Of course, we may consider
any other conference reports that be-
come available.

We should conclude legislative busi-
ness for the week next week by 6
o’clock on Friday, October 2. And I
want to thank the gentleman for yield-
ing me this time.

Mr. FAZIO of California. Mr. Speak-
er, reclaiming my time, | would inquire
of the gentleman, the workload looks
kind of light for Thursday evening and
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Friday. Is it possible that we would not
be required to be here until 6:00 on Fri-
day, given the fact that we may have
only one bill as currently scheduled, a
conference report at that, for an hour?

Mr. ARMEY. Mr. Speaker, if the gen-
tleman would continue to vyield, |
thank the gentleman for his interest.
As the gentleman knows at this time,
depending on what conference reports
are available and what work is avail-
able and, for example, on a day such as
Friday, depending on what agreements
we can reach with respect to beginning
early and so forth, we would obviously
try to, as the week proceeds, get a read
on that and report to the Members as
quickly as possible and if at all, con-
clude earlier on Friday, if we have the
latitude in our work schedule to do so.

Mr. FAZIO of California. Mr. Speak-
er, a number of Members have asked
me if we still expect the House to com-
plete this session and adjourn on Octo-
ber 9, or if there is possibility of going
another 3 or 4 days perhaps? It looks
like we are running into some problems
getting all the appropriation bills
passed.

Mr. ARMEY. Mr. Speaker, | appre-
ciate the gentleman vyielding to me
again. As we did a continuing resolu-
tion, signed yesterday by the Presi-
dent, we were aware of the fact that
the Monday following October 9, | be-
lieve, was Columbus Day. As has been
the case for as long as | can remember,
when we schedule the end of the ses-
sion adjournment for a Friday, like Oc-
tober 9, it is implied |1 think ‘“‘some
time that weekend.”

But, yes, we do anticipate that we
will be able to complete that work and
be ready to go. And I may mention
that in bicameral discussions with the
other body, they too are very confident
that we will complete by that weekend.

Mr. FAZIO of California. Mr. Speak-
er, reclaiming my time, | had one other
question. As we get closer to the time
the session comes to an end, and the
election is not too far beyond that, is it
possible we will take another crack at
fast track before the session is ended?

Mr. ARMEY. Well, I want to thank
the gentleman for that inquiry. | ex-
pect perhaps not. Unless the gentleman
from California is making this a re-
quest. We could at least entertain it on
his behalf.

Mr. FAZIO of California. |1 was mere-
ly wondering what the strategy was to
improve our performance on this issue.

REQUIRE FEDERAL AGENCIES TO
OBEY ENVIRONMENTAL LAW
THEY ENFORCE ON OTHERS

(Mr. NORWOOD asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. NORWOOD. Mr. Speaker, what-
ever happened to user-friendly bureau-
crats, if there were any?

Clear dangerous underbrush from the
public area between your house and
Thurmond Lake that resulted from a
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tornado 4 months ago and, boom, the
Corps of Engineers revokes your dock
permit for violating a shoreline man-
agement plan.

Buy a new house on Lake Thurmond
Georgia and fail to replant trees on
public property that you never cut
down in the first place and, boom, no
lake shore use permit for you.

Do as | say, not as | do. That ought
to be the new motto for the Corps’ Sa-
vannah office. For while they routinely
violate the Clean Water Act without
being penalized, they have no problem
lowering the boom on individuals who
are not in compliance with their most-
ly frivolous rules and regulations.

But, Mr. Speaker, that will change.
Cosponsor H.R. 1194, a bill to require
Federal agencies to abide by the same
environmental laws that they enforce
on private citizens. Maybe the bureau-
crats then will be a little more under-
standing.

THE MARCH, COMING TOGETHER
TO CONQUER CANCER

(Ms. JACKSON-LEE of Texas asked
and was given permission to address
the House for 1 minute and to revise
and extend her remarks.)

Ms. JACKSON-LEE of Texas. Mr.
Speaker, in just a few minutes | will
leave this House to go down and join so
many Americans to support the March
of Coming Together to Conquer Cancer.
Thousands of cancer survivors, re-
searchers, leaders, doctors, patients,
and families will gather on the Na-
tional Mall on this Saturday, Septem-
ber 26, to demand that the cause, the
care, and the cure of cancer be made
top research and health care priorities
in this country.

Sadly, we may have not focused as
much as we should have, although we
have many advocates in this body. But
I hope that we will gather today to re-
commit ourselves to fight this dev-
astating disease.

General Norman Schwarzkopf will be
the Honorary Chair, and so many will
join us. Because in 1971, this Nation de-
clared a war on cancer, pledging to find
a cure within 7 years. Mr. Speaker, it is
now 27 years later.

To Katherine Bates, to Michelle Beck
and Madgeleon Bush of my constitu-
ency. Katherine Bates, a cancer sur-
vivor. To my deceased father, Ezra
Jackson, to my good friend who is now
deceased, Michelle Robinson, | pledge
that we will work to ensure that we
have a cure for cancer.

| thank M.D. Anderson and Susan G.
Komen Breast Cancer Foundation and
the African-American Women’s Clergy
Association. Let us go down and march
to cure cancer.

FEMINIST GROUPS SELL OUT
REAL INTEREST OF WOMEN FOR
PARTISAN POLITICS

(Mr. PITTS asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)
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Mr. PITTS. Mr. Speaker, for 7
months, Americans have been wonder-
ing why there is a deafening silence
from the feminist organizations in
Washington. Despite their loud and or-
ganized opposition to the allegations
against Justice Clarence Thomas, their
outrage at Senator Packwood, nary a
word was said about activity in the
White House.

But look at the headlines. The femi-
nists have finally found their tongues
and they support the President. In fact,
they are proud of him. Barbara Laden,
of the Independent Women’s Forum,
charges that the left-wing feminist
groups are, “‘willing to sell out the real
interest of women to play partisan pol-
itics. It is an embarrassment. They’re

actually betraying feminism,” she
says.
Mr. Speaker, misbehavior, whether

by the left or right, is wrong. I am
sorry to see that so-called feminist
leaders cannot find their moral outrage
when the offense is on the left.

AMERICA IS NOT BIZARRO WORLD

(Mr. BARR of Georgia asked and was
given permission to address the House
for 1 minute and to revise and extend
his remarks.)

Mr. BARR of Georgia. Mr. Speaker,
recent events in Washington bring to
mind nothing so much perhaps as the
Bizarro World into which the comic
book character Superman sometimes
found himself, where everything is the
opposite of reality, where *‘is’’ does not
mean ‘‘is,”” perjury does not mean tell-
ing a lie, and obstruction may not
mean impeding or interfering with jus-
tice.

Mr. Speaker, it is time we remind
America that this is not the Bizarro
World. This is the United States of
America where ‘“is” means ‘‘is,”
“truth’” means ‘“‘truth,” perjury means
telling a lie, and no man is above the
law.

IT IS TIME FOR TAX CUTS

(Mr. GIBBONS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. GIBBONS. Mr. Speaker, George
Bernard Shaw once stated that, “A
government which robs from Peter to
pay Paul can always depend upon the
support of Paul.”’

The Democratic leadership and the
liberal Democrats are absolutely sup-
porting Paul. They are demagoguing
the issue of tax cuts and are claiming
that Social Security will be jeopard-
ized by any such cuts.

These same Democrats, who spent
billions and billions of dollars on failed
and wasteful social programs, have had
40 years to fix Social Security. Now
they are claiming that any such tax
cut will threaten its future.

Well, the same Democrats who helped
pass the bipartisan balanced budget
last summer which included tax cuts
now say that tax cuts are off the table.
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They oppose tax cuts when we are in
a budget deficit. Of course, they do not
want to cut spending. They oppose tax
cuts when there is a budget surplus be-
cause it will somehow threaten Social
Security.

Any excuse to oppose tax cuts will
do.

Mr. Speaker, it is time to stop rob-
bing Peter and let him keep his hard-
earned money. Who knows, maybe we
will even create a job for Paul. It is
time to pass a tax cut.

TRIBUTE TO MAJOR GENERAL
GEORGE MARINE OF WHITE
HALL, ILLINOIS

(Mr. SHIMKUS asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. SHIMKUS. Mr. Speaker, | would
like to take this time to remember a
man who embodied the best of our com-
munity, Retired Army Major General

George Marine of White Hall, Illinois,
who died earlier this summer at the
age of 68.

After his retirement, he began a ca-
reer as a farmer, was a driving force be-
hind the Greene County Rural Water
District, the Greene County Economic
Development Council, and served on
the Boyd Memorial Hospital Board.

General Marine was also out in the
community. One of his last projects
was to repair and paint the picnic ta-
bles at the White Hall Park.

As his retirement was filled with suc-
cess, so was his active duty. He served
in a position in the Pentagon where he
spoke with President Lyndon Johnson
virtually every day during the Vietnam
War. In Korea, where General Marine
served with Colin Powell, he earned his
first combat infantryman’s badge.

Mr. Speaker, his family’s loss is our
loss as well. Greene County Treasurer,
Kirby Ballard, summed it up well. ““He
was the way we all should retire.”

DEMOCRATS’ POSITION ON TAX
CUT IS GOOFY

(Mr. BLUNT asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. BLUNT. Mr. Speaker, did those
who supported tax cuts last summer as
part of the balanced budget agreement,
and oppose them today, last year raid
the Social Security fund when they
voted for tax cuts? Why was it that last
year the tax cuts that were passed
while the budget was in a deficit were
not a threat to Social Security, but tax
cuts while the budget is in surplus are?

This is just goofy, Mr. Speaker.

The other side is counting yet again
on their hopes that seniors will not
know the facts, so they can scare them
just like they did 2 years ago about
cuts in Medicare. Those cuts turned
out to be actually increases in Medi-
care.

Even goofier is their obvious bad
faith in opposing tax cuts this year,
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along with their argument that billions
and billions of dollars of new spending
they support does not raid Social Secu-
rity.

Well, my friends on the other side of
the aisle, which is it? Is spending on
education, health care, welfare, and the
environment a ‘‘raid’”’ on the Social Se-
curity trust fund or not?

FAST TRACK IS NO LAUGHING
MATTER

(Mr. EWING asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. EWING. Mr. Speaker, | stand
here today with a great deal of pride in
what we have done as far as passing the
tax package. But last night in this very
Chamber when we considered some-
thing equally as important, the fast
track authority, there were not the
votes for it. Over 150 votes on the Re-
publican side, less than 30 votes on the
Democratic side, as | remember that
tally.

Today, a leader on the Democratic
side gets up and makes fun of that
vote. Mr. Speaker, that is deadly seri-
ous to agriculture across this country.
I am ashamed of that tongue-in-cheek
remark being made in this House.

Where was the leader of this country?
Raising money across the country in
Illinois, in the West Coast, on the East
Coast. Not here working to pass fast
track. It is a disgrace for them to say
this is a do-nothing Congress when it is
they that are doing nothing.

A GOOD DAY’S WORK, INDEED

(Mr. THUNE asked and was given
permission to address the House for 1
minute.)

Mr. THUNE. Mr. Speaker, rural
America is in a serious economic crisis.
We have a price disaster and, for rea-
sons beyond the producers’ control,
prices are at historically low levels
today.

The House took historic action to
bring relief to farmers and ranchers by
reducing debt taxes, restoring income
averaging, allowing deductions for
health care, and refunds due to loss
carryback provisions.

We have done it at the same time
that we have made a commitment, an
historic commitment, to save Social
Security. Despite the opposition of our
liberal friends on the other side, the
group that keeps its promises has dedi-
cated $1.4 trillion of projected surplus
to save Social Security and hard-work-
ing Americans will get a break.

Mr. Speaker, this is a good day’s
work, indeed.

BEACH CONTAMINATION

(Mr. BILBRAY asked and was given
permission to address the House for 1
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minute and to revise and extend his re-
marks.)

Mr. BILBRAY. Mr. Speaker, all over
America, children and families went to
beaches to enjoy summer. But in San
Diego County, the children showed up
to their beaches to find big contamina-
tion signs all over their community.

In the City of Imperial Beach where |
grew up, my children were greeted with
this sign. The EPA was outraged. The
environmental community was out-
raged.
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You would say, why? Because the pol-
lution that was closing American
beaches came from Mexico. The pollu-
tion from Mexico continues to flow
across the border.

The Sierra Club and Greenpeace,
Friends of the Earth, and the EPA
refuse to be as outraged at American
beaches being polluted by foreign peo-
ple, foreign governments as they are if
it would have been an American com-
pany.

I wish those who claim to want to
protect the environment would be as
much against pollution from other
countries as they are from our own. I
think that this desecration of the
American community, the desecration
of our beautiful beaches in Southern
California has to stop.

I call on this administration and peo-
ple who claim to care about the envi-
ronment to stand up and be as outraged
as those of us who showed up at the
beaches to be greeted with this sign.

SPECIAL ORDERS

The SPEAKER pro tempore (Mr.
SNOWBARGER). Under the Speaker’s an-
nounced policy of January 7, 1997, and
under a previous order of the House,
the following Members will be recog-
nized for 5 minutes each.

AMERICA’S RESPONSIBILITY FOR
THE RIGHTS OF PEOPLE

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Florida (Mr. ScCAR-
BOROUGH) is recognized for 5 minutes.

Mr. SCARBOROUGH. Mr. Speaker, |
come to the floor of our Congress today
to continue the discussion in our
RECORD on America’s responsibility for
the rights of all people across the
world.

On this day and in this year, such a
discussion seems appropriate. Today
we mark the 50th anniversary of the
Universal Declaration of Human
Rights, a document somewhat over-
dramatically labeled as the Magna
Carta for all humanity. Still, despite
the United Nations’ own spotted record
of tolerance for human rights abuses,
this document should be marked and
underlined.

The declaration echoes the cries of
freedom that began in the west some
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2700 years ago, among the ancient
Greek ruling class. From the birth of
Athenian democracy to the Magna
Carta’s promise of fairness through
Thomas Jefferson’s own Declaration of
Independence, we in the west have sep-
arated ourselves from those civiliza-
tions who believed that the iron fist of
oppressive order was preferable to a so-
ciety based upon the premise that free
men and women would create the
strongest of all societies.

The West’'s experiment in freedom,
which freed the ancient Greeks from
the fear of Persian aggressors at the
Battle of Marathon, sustained the
““kids who saved the world” on the
bloody beaches of Normandy in their
battle over Hitler’s Nazis, and who
strengthened Nelson Mandela’s resolve
as he watched his life slowly pass away
in prison protesting apartheid, must be
defined today.

As Woodrow Wilson once said, | be-
lieve in democracy because it releases
the energy of every human being.

As America leads this world into the
21st century, it must reaffirm the first
principles that launched its winning
ways at the battle of Lexington. The
respect, the adoration and America’s
founders’ near worship of man’s free-
dom is not a weakness, it is our civili-
zation’s greatest strength. When we
turn a blind eye to the Buddhists being
oppressed in Tibet, we weaken our-
selves. When we ignore Christian perse-
cution in Sudan for the sake of a pos-
sible oil pipeline, we weaken ourselves.
When we allow our allies, whether Sal-
vadoran or Saudi, to torture political
opponents, America becomes less than
it once was. We must do better. We
must see more, and we must say more.

Like our ancestors of freedom from
ancient Athens, England, Normandy,
and South Africa, that stepped out in
faith for freedom, we must do what
Frances Bacon once suggested. We
must have the faith to pursue an un-
known end. We must take the first step
in China, Tibet, Sudan, the Middle
East, Central America and all across
the globe, as we reach into the 2ist
century, ensuring that the rights of all
men and women are respected.

It is a daunting task. It is a mara-
thon project, when we observe what
has been happening in China, Sudan
and across the globe. But an ancient
Chinese saying goes like this: A jour-
ney of a thousand miles must begin
with a single step.

Let us hope that this Congress, this
community, this country, and this
world is ready to take that first step
for freedom into the next century.

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from New York (Mr. SCHUMER)
is recognized for 5 minutes.

(Mr. SCHUMER addressed the House.
His remarks will appear hereafter in
the Extension of Remarks.)



H8976

CONGRATULATIONS TO THE
DONOHO PRAIRIE CHRISTIAN
CHURCH

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Illinois (Mr. SHIMKUS) is
recognized for 5 minutes.

Mr. SHIMKUS. Mr. Speaker, | would
like to take this time to congratulate
the Donoho Prairie Christian Church
for serving the township of Kell for 100
years.

The church community celebrated
this great achievement on August 23
with food, music and a presentation of
the long history of the Donoho Prairie
Christian Church. Starting out as a
small wooden building funded by 33
members who donated $5 each toward
the cost, the church grew to include 11
classrooms, a parking lot and a new
belfrey.

Throughout 100 years, the church un-
derwent several renovations, but its
purpose remained constant: Whether
the congregation sung to the sound of
an old tuning fork, as they did in 1898,
or the new piano they were able to pur-
chase a few years later, the Donoho
Prairie Christian Church has continued
to serve the community of Kell, Illi-
nois.

I wish to congratulate them and wish
them many more years of worship and
praise to the Lord.

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Minnesota (Mr. MINGE) is
recognized for 5 minutes.

(Mr. MINGE addressed the House. His
remarks will appear hereafter in the
Extensions of Remarks.)

COMMUNICATION FROM THE
CHAIRMAN OF THE COMMITTEE
ON THE BUDGET REGARDING
CURRENT LEVELS OF SPENDING
AND REVENUES REFLECTING AC-
TION COMPLETED AS OF SEP-
TEMBER 17, 1998 FOR FISCAL
YEARS 1998-2002

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Ohio, Mr. KASICH, is rec-
ognized for 5 minutes.
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Mr. KASICH. Mr. Speaker, to facilitate appli-
cation of sections 302 and 311 of the Con-
gressional Budget Act, | am transmitting a sta-
tus report on the current levels of on-budget
spending and revenues for fiscal year 1998
and for the 5-year period fiscal year 1998
through fiscal year 2002.

The term *“current level” refers to the
amounts of spending and revenues estimated
for each fiscal year based on laws enacted or
awaiting the President’s signature as of Sep-
tember 17, 1998.

The first table in the report compares the
current level of total budget authority, outlays,
and revenues with the aggregate levels set by
H. Con. Res. 84, the concurrent resolution on
the budget for fiscal year 1998 as adjusted
pursuant to 314(b) of the Budget Act. This
comparison is needed to implement section
311(a) of the Budget Act, which creates a
point of order against measures that would
breach the budget resolution’s aggregate lev-
els. The table does not show budget authority
and outlays for years after fiscal year 1998 be-
cause appropriations for those years have not
yet been considered.

The second table compares the current lev-
els of budget authority, outlays, and new enti-
tlement authority of each direct spending com-
mittee with the “section 302(a)” allocations for
discretionary action made under H. Con. Res.
84 for fiscal year 1998 and for fiscal years
1998 through 2002. “Discretionary action” re-
fers to legislation enacted after adoption of the
budget resolution. This comparison is needed
to implement section 302(f) of the Budget Act,
which creates a point of order against meas-
ures that would breach the section 302(a) dis-
cretionary action allocation of new budget au-
thority or entittlement authority for the commit-
tee that reported the measure. It is also need-
ed to implement section 311(b), which ex-
empts committees that comply with their allo-
cations from the point of order under section
311(a).

The third table compares the current levels
of discretionary appropriations for fiscal year
1998 with the revised “section 302(b)” sub-al-
locations of discretionary budget authority and
outlays among Appropriations subcommittees.
This comparison is also needed to implement
section 302(f) of the Budget Act, because the
point of order under that section also applies
to measures that would breach the applicable
section 302(b) sub-allocation. The revised sec-
tion 302(b) sub-allocations were filed by the
Appropriations Committee on March 31, 1998.

The fourth table compares discretionary ap-
propriations to the levels provided by section
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251(c) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985. Section 251
requires that if at the end of a session the dis-
cretionary spending, in any category, exceeds
the limits set forth in section 251(c) as ad-
justed pursuant to provisions of section
251(b), there shall be a sequestration of funds
within that category to bring spending within
the established limits. This table is provided
for information purposes only. Determination
of the need for a sequestration is based on
the report of the President required by section
254,

REPORT TO THE SPEAKER FROM THE COMMITTEE ON THE
BUDGET—STATUS OF THE FISCAL YEAR 1998 CON-
GRESSIONAL BUDGET ADOPTED IN HOUSE CONCUR-
RENT RESOLUTION 84

[Reflecting action completed as of September 17, 1998—on-budget
amounts, in millions of dollars]

Fiscal years—
1998 1998-2002
Appropriate Level (as amended by P.L. 105—
116):
Budget authority .. 1,405,449 7,386,233
Outlays ....... 1,372,522 7,282,352
Revenues 1,199,000 6,477,552
Current Level:
Budget authority .. 1,386,526 O]
Outlays ....... 1,373,916 )
Revenues .... 1,197,989 6,480,627
Current Level over(+)/under(—) Appropriate
Level:
Budget authority .. —18,923 O]
Outlays ....... 1,394 )

Revenues .... —1,011 3,075

1Not applicable because annual appropriations Acts for Fiscal Years 1998
through 2002 will not be considered until future sessions of Congress.

BUDGET AUTHORITY

Enactment of any measure providing new
budget authority for FY 1998 in excess of
$18,923 million (if not already included in the
current level estimate) would cause FY 1998
budget authority to exceed the appropriate
level set by H. Ron. Res. 84.

OUTLAYS

Enactment of any measure providing new
outlays for FY 1998 (if not already included
in the current level estimate) would cause
FY 1998 outlays to exceed the appropriate
level set by H. Con. Res. 84.

REVENUES

Enactment of any measure that would re-
sult in any revenue loss for FY 1998 (if not al-
ready included in the current level estimate)
or a revenue loss of more than $3,075 million
for FY 1998 through 2002 (if not already in-
cluded in the current level) would cause rev-
enues to fall further below the appropriate
level set by H. Con. Res. 84.

DIRECT SPENDING LEGISLATION—COMPARISON OF CURRENT LEVEL WITH COMMITTEE ALLOCATIONS PURSUANT TO BUDGET ACT SECTION 602(a), RELFECTING ACTION COMPLETED

AS OF SEPTEMBER 3, 1998

[Fiscal years, in millions of dollars]

1998 BA Outlays NEA 1998-2002 Outlays NEA
House Committee:

Agriculture:

Allocation

Current Level 7 7 7 860 736 (40)

Difference 7 7 7 860 736 (40)
National Security:

Allocation

Current Level (159) (159) 9 (127) (127) 101

Difference (159) (159) 9 (127) (127) 101
Banking, Finance and Urban Affairs:

Allocation (136) (L) EE (666) (1,590)  ooveeeeeeeroens

Current Level (133) (133) 2 (857) (2,202) 4

Difference 3 3 2 (191) (612) 4
Education & the Workforce:

Allocation (248) (242) 1,726 (1,798) (1,792) 12,867

Current Level (462) (239) (456) (1,834) (1,791) (1,801)

Difference (214) 3 (2.182) (36) 1 (14,668)
Commerce:

Allocation 2,463 (26,313) (26,313) 2,375

Current Level 4,275 4,275 4,405 (1,163) (1,163) 9,891

Difference 4,275 4,275 1,942 25,150 25,150 7,516
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DIRECT SPENDING LEGISLATION—COMPARISON OF CURRENT LEVEL WITH COMMITTEE ALLOCATIONS PURSUANT TO BUDGET ACT SECTION 602(a), RELFECTING ACTION COMPLETED

AS OF SEPTEMBER 3, 1998—Continued

[Fiscal years, in millions of dollars]

1998 BA Outlays NEA 1998-2002 Outlays NEA
International Relations:
Allocation
Current Level
Difference
Government Reform & Oversight:
Allocation (604) (3,096) (3,096)
Current Level (604) (2,874) (2,874)
Difference 222 222
House Oversight:
Allocation
Current Level 5 3 6 6
Difference 5 3 6 6
Resources:
Allocation
Current Level 14 3 13 29 25 13
Difference 14 3 13 29 25 13
Judiciary:
Allocation 146 908 1,063 s
Current Level 10
Difference (146) (908) (1,063) 10
Transportation & Infrastructure:
Allocation 29,695 156,256 1,209
Current Level 28,678 165,100 1,025
Difference (1,017) 8,744 (184)
Science:
Allocation
Current Level
Difference
Small Business:
Allocation
Current Level 2 22 16
Difference 2 22 16
Veterans' Affairs:
Allocation (224) (224) 327 (1,665) (1m665) 5,773
Current Level (115) (207) 341 (638) (728) 4,996
Difference 109 17 14 1,027 937 (777)
Ways and Means:
Allocation (5,918) (5,918) 400 (113,146) (113,149) 1,603
Current Level (4,586) (5,712) 501 120,881 121,243 2,030
Difference 1,332 206 101 234,027 234,392 427
Select Committee on Intelligence:
Allocation
Current Level
Difference
Total Authorized:
Allocation 22,711 (6,910) 4916 10,580 (14,333) 22,618
Current Level 26,920 (3,134) 4,823 279,405 114,166 15,204
Difference 4,209 3,776 (93) 268,825 259,499 (7,414)
DISCRETIONARY APPROPRIATIONS FOR FISCAL YEAR 1998—COMPARISON OF CURRENT LEVEL WITH SUBALLOCATIONS PURSUANT TO BUDGET ACT SECTION 302(b)
[In millions of dollars]
Revised 302(b) suballocations Current level reflecting action completed as of September 3, 1998 Difference
(Mar. 31, 1998)
Discretionary Mandatory Discretionary Mandatory
Discretionary Mandatory
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0
Agriculture, Rural Devel-
opment ......... 13,757.00 14,000.00 35,048.00 35,205.00 13,751.00 13,996.00 35,325.00 35,422.00 (6.00) (4.00) 277.00 217.00
Commerce, Justice, State 31,280.00 28,956.00 522.00 532.00 31,280.00 28,955.00 523.00 533.00 (1.00) 1.00 1.00
District of Columbia ...... 855.00 554.00 855.00 554.00
Energy & Water Develop-
ment ... 20,732.00 20,879.00 20,732.00 20,879.00
Foreign Operations . 31,008.00 13,079.00 44.00 44.00 13,147.00 13,079.00 44.00 44.00 (17,861.00)
Interior 13,797.00 13,707.00 55.00 50.00 13,788.00 13,698.00 77.00 59.00 (9.00) 22.00 9.00
Labor, HHS & Education 80,328.00 76,123.00 206,611.00 209,167.00 80,403.00 76,133.00 209,566.00 212,122.00 75.00 10.00 2,955.00 2,955.00
Legislative Branch . 2,279.00 2,251.00 92.00 92.00 2,279.00 2,251.00 92.00 92.00
Military Construction . 9,183.00 9,862.00 9,183.00 9,862.00
National Defense 247,512.00 244,199.00 197.00 197.00 247,512.00 244,208.00 197.00 197.00 9.00
Transportation ... 11,772.00 37,179.00 698.00 665.00 12,143.00 37,206.00 698.00 665.00 371.00 27.00
Treasury-Postal Service 12,735.00 12,502.00 12,713.00 12,712.00 12,735.00 12,495.00 12,678.00 12,677.00 (7.00) (35.00) (35.00)
VA-HUD-Independent
Agencies ... 66,395.00 79,977.00 21,332.00 20,061.00 66,228.00 79,938.00 21,292.00 20,023.00 (167.00) (39.00) (40.00) (38.00)
Reserve/Offsets . 2,953.00 470.00 (2,953.00) (470.00)
Grand Total ... 544,586.00 553,738.00 277,312.00 278,725.00 524,036.00 553,254.00 280,492.00 281,834.00 (20,550.00) (475.00) 3,180.00 3,109.00
SET FORTH IN SEC 251(c) OF THE BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL ACT OF 1995
[In millions of dollars]
Defense Nondefense Violent Crime Trust Fund
BA 0 BA 0 BA 0
Statutory Capst 271,832 267,736 256,222 286,136 5,500 4,833
Current Level 268,930 266,700 249,606 282,971 5,500 3,583
Difference —2,902 —1,036 —6,616 —3,165 0 —1,250

1As adjusted pursuant to sec 251(b) of the BBEDCA.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, September 17, 1998.
Hon. JOHN KASICH,
Chairman, Committee on the Budget,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: Pursuant to section
308(b) and in aid of section 311 of the Con-

gressional Budget Act, as amended, this let-
ter and supporting detail provide an up-to-
date tabulation of the on-budget current lev-
els of new budget authority, estimated out-
lays, and estimated revenues for fiscal year
1998. These estimates are compared to the
appropriate levels for those items contained
in the 1998 Concurrent Resolution on the

Budget (H. Con. Res. 84) and are current
through September 15, 1998. A summary of
this tabulation follows:
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[In millions of dollars]

Budget reso-  Current level

House cur-

lution (H. +/— resolu-

rent level Con. Res. 84) tion
Budget Authority 1,386,526 1,405,449 —18923
Outlays . 1,373,916 1,372,522 +1,394
1,197,989 1,199,000 —1,011
1998-2002 6,480,627 6,477,552 +3,075
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Since my last report, dated April 21, 1998,
the Congress has cleared, and the President
has signed, the 1998 Emergency Supple-
mental Appropriations and Rescissions Act
(P.L. 105-174), the Transportation Equity Act
for the 21st Century (P.L. 105-178), the Agri-
culture Export Relief Act of 1998 (P.L. 105-
194), the Internal Revenue Service Restruc-
turing and Reform Act of 1998 (P.L. 105-206),
the Homeowner’s Protection Act (P.L. 105-
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216), the Credit Union Membership Access
Act (P.L. 105-219), and an Act to establish
the United States Capitol Police Memorial
Fund (P.L. 105-223). These actions changed
the current level of budget authority, out-
lays, and revenues.
Sincerely,
JuNE E. O’NEILL,
Director.

PARLIAMENTARIAN STATUS REPORT, 105TH CONGRESS, 2D SESSION, HOUSE ON-BUDGET SUPPORTING DETAIL FOR FISCAL YEAR 1998, AS OF CLOSE OF BUSINESS SEPTEMBER 15,

1998
[In millions of dollars]
Budget authority Outlays Revenues
ENACTED IN PREVIOUS SESSIONS
Revenues 1,197,381
Permanent and other spending legislation 908,725 864,750 .
Appropriation legislation 752,279 781,902
Offsetting receipts —283,340 — 283,340
Total previously enacted 1,377,664 1,363,312 1,197,381
ENACTED THIS SESSION
1998 Emergency Supplemental Appropriations and Rescissions (P.L. 105-174) —2,039 310 s
Transportation Equity Act for the 21st Century (P.L. 105-178) —558 —275 )
Internal Revenue Service Restructuring and Reform Act of 1998 (P.L. 105-206) 608
Homeowner’s Protection Act (P.L. 105-216) 2 2 s
Credit Union Membership Access Act (P.L. 105-219) 1)
Act to Establish the United States Capitol Police Memorial Fund (P.L. 105-223) (O]
Total enacted this session —2,588 44 608
ENTITLEMENTS AND MANDATORIES
Budget resolution baseline estimates of appropriated entitlements and other mandatory programs not yet enacted 11,450 10,560 v
Total Current Level 1,386,526 1,373,916 1,197,989
Total Budget Resolution 1,405,449 1,372,522 1,199,000
Amount remaining:
Under Budget Resolution 18,923 e 1,011
Over Budget Resolution 1,394
Addendum
Emergencies 5,691 3357 -8
Contingent Emergencies 329 B3 s
Total 6,020 3,410 -8
Total Current Level Including Emergencies 1,392,546 1,377,326 1,197,981

1The revenue effect of this act begins in fiscal year 1999.

Note.—Amounts shown under “emergencies” represent funding for programs that have been deemed emergency requirements by the President and the Congress. Amounts shown under “‘contingent emergencies” represent funding des-
ignated as an emergency only by the Congress that is not available for obligation until it is requested by the President and the full amount requested is designated as an emergency requirement.

Source: Congressional Budget Office.

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from North Dakota (Mr. Powm-
EROY) is recognized for 5 minutes.

(Mr. POMEROY addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.)

CONFERENCE REPORT ON H.R. 6

Mr. GOODLING submitted the fol-
lowing conference report and state-
ment on the bill (H.R. 6), to extend the
authorization of programs under the
Higher Education Act of 1965, and for
other purposes.

CONFERENCE REPORT (H. REPT. 105-750)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R. 6),
to extend the authorization of programs
under the Higher Education Act of 1965, and
for other purposes, having met, after full and
free conference, have agreed to recommend
and do recommend to their respective Houses
as follows:

That the Houses recede from its disagree-
ment to the amendment of the Senate and
agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(@) SHORT TITLE.—This Act may be cited as
the ““Higher Education Amendments of 1998"".

(b) TABLE OF CONTENTS.—The table of con-
tents is as follows:
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Sec. 2. References.
Sec. 3. General effective date.

TITLE I—GENERAL PROVISIONS
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Sec. 444. Flexible use of funds.
Sec. 445. Work colleges.
PART D—WILLIAM D. FORD FEDERAL DIRECT
LOAN PROGRAM
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Sec. 452. Terms and conditions.

Sec. 453. Contracts.

Sec. 454. Funds for administrative expenses.

Sec. 455. Authority to sell loans.

Sec. 456. Loan cancellation for teachers.

PART E—FEDERAL PERKINS LOANS

Sec. 461. Authorization of appropriations.

Sec. 462. Allocation of funds.

Sec. 463. Agreements with institutions of higher
education.

Sec. 464. Terms of loans.

Sec. 465. Cancellation for public service.

Sec. 466. Distribution of assets from student
loan funds.

Sec. 467. Perkins Loan Revolving Fund.

PART F—NEED ANALYSIS

Sec. 471. Cost of attendance.

Sec. 472. Data elements.

Sec. 473. Family contribution for dependent
students.

Sec. 474. Family contribution for independent
students  without dependents
other than a spouse.

Sec. 475. Family contribution for independent
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than a spouse.
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Sec. 480. Clerical amendments.

Sec. 480A. Effective dates.

PART G—GENERAL PROVISIONS

Sec. 481. Master calendar.

Sec. 482. Forms and regulations.

Sec. 483. Student eligibility.

Sec. 484. State court judgments.

Sec. 485. Institutional refunds.

Sec. 486. Institutional and financial assistance
information for students.
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Sec. 490A. Garnishment requirements.
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Sec. 490D. Meetings and negotiated rulemaking.

Sec. 490E. Year 2000 requirements at the De-
partment of Education.

Sec. 490F. Procedures for cancellations and
deferments for eligible disabled
veterans.

PART H—PROGRAM INTEGRITY

Sec. 491. State role and responsibilities.

Sec. 492. Accrediting agency recognition.

Sec. 493. Eligibility and certification proce-
dures.

Sec. 494. Program review and data.

Sec. 495. Review of regulations.

TITLE V—DEVELOPING INSTITUTIONS
Sec. 501. Establishment of new title V.

TITLE VI—INTERNATIONAL EDUCATION
PROGRAMS

Sec. 601. International and foreign language
studies.

Sec. 602. Business and international education
programs.

Sec. 603. Institute for International Public Pol-
icy.

Sec. 604. General provisions.
TITLE VII—GRADUATE AND POSTSECOND-
ARY IMPROVEMENT PROGRAMS

Sec. 701. Revision of title VII.
Sec. 702. Repeals.
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TITLE VIII-STUDIES, REPORTS, AND
RELATED PROGRAMS

PART A—STUDIES

Study of market mechanisms in Fed-
eral student loan programs.

Study of the feasibility of alternative
financial instruments for deter-
mining lender yields.

Student-related debt study required.

Study of transfer of credits.

Study of opportunities for participa-
tion in athletics programs.

Study of the effectiveness of cohort de-
fault rates for institutions with
few student loan borrowers.

PART B—ADVANCED PLACEMENT INCENTIVE

PROGRAM

Sec. 810. Advanced placement
gram.

PART C—COMMUNITY SCHOLARSHIP
MOBILIZATION

Short title.

Findings.

Definitions.

Purpose; endowment grant authority.

Sec. 815. Grant agreement and requirements.

Sec. 816. Authorization of appropriations.

PART D—GRANTS TO STATES FOR WORKPLACE
AND COMMUNITY TRANSITION TRAINING FOR
INCARCERATED YOUTH OFFENDERS

Sec. 821. Grants to States for workplace and

community transition training for
incarcerated youth offenders.

PART E—GRANTS TO COMBAT VIOLENT CRIMES

AGAINST WOMEN ON CAMPUSES

Sec. 826. Grants to combat violent crimes

against women on campuses.

Sec. 827. Study of institutional procedures to

report sexual assaults.

PART F—IMPROVING UNITED STATES UNDER-
STANDING OF SCIENCE, ENGINEERING, AND
TECHNOLOGY IN EAST AsIA

Sec. 831. Improving United States understand-

ing of science, engineering, and
technology in East Asia.
PART G—OLYMPIC SCHOLARSHIPS
Sec. 836. Extension of authorization.
PART H—UNDERGROUND RAILROAD

Sec. 841. Underground Railroad educational
and cultural program.

PART |I—SUMMER TRAVEL AND WORK PROGRAMS

Sec. 846. Authority to administer summer travel
and work programs.

PART J—WEB-BASED EDUCATION COMMISSION

Sec. 851. Short title; definitions.

Sec. 852. Establishment of Web-Based Edu-
cation Commission.

Duties of the Commission.

Powers of the Commission.

Commission personnel matters.

Termination of the Commission.

Authorization of appropriations.

PART K—MISCELLANEOUS

Education-welfare study.

Release of conditions, covenants, and
reversionary  interests, Guam
Community College conveyance,
Barrigada, Guam.

Sense of Congress
character.

Educational merchandise
codes of conduct.

TITLE IX—AMENDMENTS TO OTHER LAWS

PART A—EXTENSION AND REVISION OF INDIAN
HIGHER EDUCATION PROGRAMS

Sec. 901. Tribally controlled colleges and uni-
versities.

Sec. 902. Reauthorization of Navajo Community
College Act.

PART B—EDUCATION OF THE DEAF
Sec. 911. Short title.

Sec. 801.

Sec. 802.
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Sec. 912. Elementary and secondary education
programs.

Sec. 913. Agreement with Gallaudet University.

Sec. 914. Agreement for the National Technical
Institute for the Deaf.

Sec. 915. Definitions.

Sec. 916. Gifts.

Sec. 917. Reports.

Sec. 918. Monitoring, evaluation, and reporting.

Sec. 919. Federal endowment programs.

Sec. 920. Scholarship program.

Sec. 921. Oversight and effect of agreements.

Sec. 922. International students.

Sec. 923. Research priorities.

Sec. 924. National Study on the Education of
the Deaf.

Sec. 925. Authorization of appropriations.

PART C—UNITED STATES INSTITUTE OF PEACE

Sec. 931. Authorities of the United States Insti-
tute of Peace.

PART D—VOLUNTARY RETIREMENT INCENTIVE
PLANS

Sec. 941. Voluntary retirement incentive plans.

PART E—GENERAL EDUCATION PROVISIONS ACT
AMENDMENT

Sec. 951. Amendment to Family Educational
Rights and Privacy Act of 1974.
Sec. 952. Alcohol or drug possession disclosure.
PART F—LIAISON FOR PROPRIETARY
INSTITUTIONS OF HIGHER EDUCATION

Sec. 961. Liaison for proprietary institutions of
higher education.
PART G—AMENDMENTS TO OTHER STATUTES

Sec. 971. Nondischareability of certain claims
for educational benefits provided
to obtain higher education.

972. GNMA guarantee fee.

PART H—REPEALS

981. Repeals.

982. Repeals of previous higher education
amendments provisions.

SEC. 2. REFERENCES.

Except as otherwise expressly provided, when-
ever in this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or repeal
of, a section or other provision, the reference
shall be considered to be made to a section or
other provision of the Higher Education Act of
1965 (20 U.S.C. 1001 et seq.).

SEC. 3. GENERAL EFFECTIVE DATE.

Except as otherwise provided in this Act or
the amendments made by this Act, the amend-
ments made by this Act shall take effect on Oc-
tober 1, 1998.

TITLE I—GENERAL PROVISIONS
SEC. 101. REVISION OF TITLE I.

(a) GENERAL PRoOVISIONS.—Title 1 (20 U.S.C.

1001 et seq.) is amended to read as follows:
“TITLE I—GENERAL PROVISIONS
“PART A—DEFINITIONS
“SEC. 101. GENERAL DEFINITION OF INSTITUTION
OF HIGHER EDUCATION.

““(a) INSTITUTION OF HIGHER EDUCATION.—For
purposes of this Act, other than title IV, the
term ‘institution of higher education’ means an
educational institution in any State that—

““(1) admits as regular students only persons
having a certificate of graduation from a school
providing secondary education, or the recog-
nized equivalent of such a certificate;

““(2) is legally authorized within such State to
provide a program of education beyond second-
ary education;

““(3) provides an educational program for
which the institution awards a bachelor’s de-
gree or provides not less than a 2-year program
that is acceptable for full credit toward such a
degree;

““(4) is a public or other nonprofit institution;
and

““(5) is accredited by a nationally recognized
accrediting agency or association, or if not so
accredited, is an institution that has been

Sec.

Sec.
Sec.



H8980

granted preaccreditation status by such an
agency or association that has been recognized
by the Secretary for the granting of
preaccreditation status, and the Secretary has
determined that there is satisfactory assurance
that the institution will meet the accreditation
standards of such an agency or association
within a reasonable time.

““(b) ADDITIONAL INSTITUTIONS INCLUDED.—
For purposes of this Act, other than title 1V, the
term ‘institution of higher education’ also in-
cludes—

““(1) any school that provides not less than a
one-year program of training to prepare stu-
dents for gainful employment in a recognized
occupation and that meets the provision of
paragraphs (1), (2), (4), and (5) of subsection
(a); and

““(2) a public or nonprofit private educational
institution in any State that, in lieu of the re-
quirement in subsection (a)(1), admits as regular
students persons who are beyond the age of
compulsory school attendance in the State in
which the institution is located.

“(c) LIST OF ACCREDITING AGENCIES.—For
purposes of this section and section 102, the Sec-
retary shall publish a list of nationally recog-
nized accrediting agencies or associations that
the Secretary determines, pursuant to subpart 2
of part H of title 1V, to be reliable authority as
to the quality of the education or training of-
fered.

“SEC. 102. DEFINITION OF INSTITUTION OF HIGH-
ER EDUCATION FOR PURPOSES OF

TITLE IV PROGRAMS.
‘“(a) DEFINITION OF INSTITUTION OF HIGHER

EDUCATION FOR PURPOSES OF TITLE IV PRO-
GRAMS.—
““(1) INCLUSION OF ADDITIONAL INSTITU-

TIONS.—Subject to paragraphs (2) through (4) of
this subsection, the term ‘institution of higher
education’ for purposes of title IV includes, in
addition to the institutions covered by the defi-
nition in section 101—

““(A) a proprietary institution of higher edu-
cation (as defined in subsection (b) of this sec-
tion);

““(B) a postsecondary vocational institution
(as defined in subsection (c) of this section); and

““(C) only for the purposes of part B of title
1V, an institution outside the United States that
is comparable to an institution of higher edu-
cation as defined in section 101 and that has
been approved by the Secretary for the purpose
of part B of title IV.

““(2) INSTITUTIONS
STATES.—

“(A) IN GENERAL.—For the purpose of qualify-
ing as an institution under paragraph (1)(C),
the Secretary shall establish criteria by regula-
tion for the approval of institutions outside the
United States and for the determination that
such institutions are comparable to an institu-
tion of higher education as defined in section
101. In the case of a graduate medical or veteri-
nary school outside the United States, such cri-
teria shall include a requirement that a student
attending such school outside the United States
is ineligible for loans made, insured, or guaran-
teed under part B unless—

“(@)(1) at least 60 percent of those enrolled in,
and at least 60 percent of the graduates of, the
graduate medical school outside the United
States were not persons described in section
484(a)(5) in the year preceding the year for
which a student is seeking a loan under part B
of title 1V; and

“(I1) at least 60 percent of the individuals
who were students or graduates of the graduate
medical school outside the United States (both
nationals of the United States and others) tak-
ing the examinations administered by the Edu-
cational Commission for Foreign Medical Grad-
uates received a passing score in the year pre-
ceding the year for which a student is seeking a
loan under part B of title 1V; or

‘(i) the institution has a clinical training
program that was approved by a State as of
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January 1, 1992, or the institution’s students
complete their clinical training at an approved
veterinary school located in the United States.

‘“(B) ADVISORY PANEL.—

‘(i) IN GENERAL.—For the purpose of qualify-
ing as an institution under paragraph (1)(C) of
this subsection, the Secretary shall establish an
advisory panel of medical experts that shall—

“(1) evaluate the standards of accreditation
applied to applicant foreign medical schools;
and

“(I) determine the comparability of those
standards to standards for accreditation applied
to United States medical schools.

“(ii) SPECIAL RULE.—If the accreditation
standards described in clause (i) are determined
not to be comparable, the foreign medical school
shall be required to meet the requirements of
section 101.

““(C) FAILURE TO RELEASE INFORMATION.—The
failure of an institution outside the United
States to provide, release, or authorize release to
the Secretary of such information as may be re-
quired by subparagraph (A) shall render such
institution ineligible for the purpose of part B of
title 1V.

‘(D) SPECIAL RULE.—If, pursuant to this
paragraph, an institution loses eligibility to par-
ticipate in the programs under title 1V, then a
student enrolled at such institution may, not-
withstanding such loss of eligibility, continue to
be eligible to receive a loan under part B while
attending such institution for the academic year
succeeding the academic year in which such loss
of eligibility occurred.

““(3) LIMITATIONS BASED ON COURSE OF STUDY
OR ENROLLMENT.—AnN institution shall not be
considered to meet the definition of an institu-
tion of higher education in paragraph (1) if
such institution—

““(A) offers more than 50 percent of such insti-
tution’s courses by correspondence, unless the
institution is an institution that meets the defi-
nition in section 521(4)(C) of the Carl D. Perkins
Vocational and Applied Technology Education
Act;

““(B) enrolls 50 percent or more of the institu-
tion’s students in correspondence courses, un-
less the institution is an institution that meets
the definition in such section, except that the
Secretary, at the request of such institution,
may waive the applicability of this subpara-
graph to such institution for good cause, as de-
termined by the Secretary in the case of an in-
stitution of higher education that provides a 2-
year or 4-year program of instruction (or both)
for which the institution awards an associate or
baccalaureate degree, respectively;

“(C) has a student enrollment in which more
than 25 percent of the students are incarcerated,
except that the Secretary may waive the limita-
tion contained in this subparagraph for a non-
profit institution that provides a 4-year or a 2-
year program of instruction (or both) for which
the institution awards a bachelor’s degree, or an
associate’s degree or a postsecondary diploma,
respectively; or

‘(D) has a student enrollment in which more
than 50 percent of the students do not have a
secondary school diploma or its recognized
equivalent, and does not provide a 4-year or a
2-year program of instruction (or both) for
which the institution awards a bachelor’s de-
gree or an associate’s degree, respectively, ex-
cept that the Secretary may waive the limitation
contained in this subparagraph if a nonprofit
institution demonstrates to the satisfaction of
the Secretary that the institution exceeds such
limitation because the institution serves,
through contracts with Federal, State, or local
government agencies, significant numbers of
students who do not have a secondary school di-
ploma or its recognized equivalent.

““(4) LIMITATIONS BASED ON MANAGEMENT.—AnN
institution shall not be considered to meet the
definition of an institution of higher education
in paragraph (1) if—

““(A) the institution, or an affiliate of the in-
stitution that has the power, by contract or
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ownership interest, to direct or cause the direc-
tion of the management or policies of the insti-
tution, has filed for bankruptcy, except that this
paragraph shall not apply to a nonprofit insti-
tution, the primary function of which is to pro-
vide health care educational services (or an af-
filiate of such an institution that has the power,
by contract or ownership interest, to direct or
cause the direction of the institution’s manage-
ment or policies) that files for bankruptcy under
chapter 11 of title 11, United States Code, be-
tween July 1, 1998, and December 1, 1998; or

“(B) the institution, the institution’s owner,
or the institution’s chief executive officer has
been convicted of, or has pled nolo contendere
or guilty to, a crime involving the acquisition,
use, or expenditure of funds under title 1V, or
has been judicially determined to have commit-
ted fraud involving funds under title 1V.

““(5) CERTIFICATION.—The Secretary shall cer-
tify an institution’s qualification as an institu-
tion of higher education in accordance with the
requirements of subpart 3 of part H of title IV.

““(6) LOSS OF ELIGIBILITY.—AnN institution of
higher education shall not be considered to meet
the definition of an institution of higher edu-
cation in paragraph (1) if such institution is re-
moved from eligibility for funds under title IV as
a result of an action pursuant to part H of title
V.

“(b) PROPRIETARY
EDUCATION.—

““(1) PRINCIPAL CRITERIA.—For the purpose of
this section, the term ‘proprietary institution of
higher education’ means a school that—

““(A) provides an eligible program of training
to prepare students for gainful employment in a
recognized occupation;

““(B) meets the requirements of paragraphs (1)
and (2) of section 101(a);

““(C) does not meet the requirement of para-
graph (4) of section 101(a);

‘(D) is accredited by a nationally recognized
accrediting agency or association recognized by
the Secretary pursuant to part H of title 1V;

“(E) has been in existence for at least 2 years;
and

“(F) has at least 10 percent of the school’s
revenues from sources that are not derived from
funds provided under title 1V, as determined in
accordance with regulations prescribed by the
Secretary.

““(2) ADDITIONAL INSTITUTIONS.—The term
‘proprietary institution of higher education’
also includes a proprietary educational institu-
tion in any State that, in lieu of the requirement
in paragraph (1) of section 101(a), admits as reg-
ular students persons who are beyond the age of
compulsory school attendance in the State in
which the institution is located.

““(c) POSTSECONDARY VOCATIONAL
TION.—

““(1) PRINCIPAL CRITERIA.—For the purpose of
this section, the term ‘postsecondary vocational
institution’ means a school that—

““(A) provides an eligible program of training
to prepare students for gainful employment in a
recognized occupation;

““(B) meets the requirements of paragraphs (1),
(2), (4), and (5) of section 101(a); and

““(C) has been in existence for at least 2 years.

““(2) ADDITIONAL INSTITUTIONS.—The term
‘postsecondary vocational institution’ also in-
cludes an educational institution in any State
that, in lieu of the requirement in paragraph (1)
of section 101(a), admits as regular students per-
sons who are beyond the age of compulsory
school attendance in the State in which the in-
stitution is located.

“SEC. 103. ADDITIONAL DEFINITIONS.

“In this Act:

‘(1) COMBINATION OF INSTITUTIONS OF HIGHER
EDUCATION.—The term ‘combination of institu-
tions of higher education’” means a group of in-
stitutions of higher education that have entered
into a cooperative arrangement for the purpose
of carrying out a common objective, or a public
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or private nonprofit agency, organization, or in-
stitution designated or created by a group of in-
stitutions of higher education for the purpose of
carrying out a common objective on the group’s
behalf.

‘“(2) DEPARTMENT.—The term ‘Department’
means the Department of Education.

““(3) DISABILITY.—The term ‘disability’ has the
same meaning given that term under section 3(2)
of the Americans With Disabilities Act of 1990.

““(4) ELEMENTARY SCHOOL.—The term ‘elemen-
tary school’ has the same meaning given that
term under section 14101 of the Elementary and
Secondary Education Act of 1965.

““(5) GIFTED AND TALENTED.—The term ‘gifted
and talented’ has the same meaning given that
term under section 14101 of the Elementary and
Secondary Education Act of 1965.

““(6) LOCAL EDUCATIONAL AGENCY.—The term
‘local educational agency’ has the same mean-
ing given that term under section 14101 of the
Elementary and Secondary Education Act of
1965.

“(7) NEw BORROWER.—The term ‘new bor-
rower’ when used with respect to any date
means an individual who on that date has no
outstanding balance of principal or interest
owing on any loan made, insured, or guaran-
teed under title IV.

““(8) NONPROFIT.—The term ‘nonprofit’ as ap-
plied to a school, agency, organization, or insti-
tution means a school, agency, organization, or
institution owned and operated by one or more
nonprofit corporations or associations, no part
of the net earnings of which inures, or may law-
fully inure, to the benefit of any private share-
holder or individual.

““(9) SCHOOL OR DEPARTMENT OF DIVINITY.—
The term ‘school or department of divinity’
means an institution, or a department or a
branch of an institution, the program of instruc-
tion of which is designed for the education of
students—

“(A) to prepare the students to become min-
isters of religion or to enter upon some other re-
ligious vocation (or to provide continuing train-
ing for any such vocation); or

‘“(B) to prepare the students to teach theo-
logical subjects.

““(10) SECONDARY SCHOOL.—The term ‘second-
ary school’ has the same meaning given that
term under section 14101 of the Elementary and
Secondary Education Act of 1965.

““(11) SECRETARY.—The term ‘Secretary’ means
the Secretary of Education.

““(12) SERVICE-LEARNING.—The term ‘service-
learning’ has the same meaning given that term
under section 101(23) of the National and Com-
munity Service Act of 1990.

““(13) SPECIAL EDUCATION TEACHER.—The term
‘special education teacher’ means teachers who
teach children with disabilities as defined in
section 602 of the Individuals with Disabilities
Education Act.

‘“(14) STATE EDUCATIONAL AGENCY.—The term
‘State educational agency’ has the same mean-
ing given that term under section 14101 of the
Elementary and Secondary Education Act of
1965.

““(15) STATE HIGHER EDUCATION AGENCY.—The
term ‘State higher education agency’ means the
officer or agency primarily responsible for the
State supervision of higher education.

““(16) STATE; FREELY ASSOCIATED STATES.—

““(A) STATE.—The term ‘State’ includes, in ad-
dition to the several States of the United States,
the Commonwealth of Puerto Rico, the District
of Columbia, Guam, American Samoa, the
United States Virgin Islands, the Common-
wealth of the Northern Mariana lIslands, and
the Freely Associated States.

““(B) FREELY ASSOCIATED STATES.—The term
‘Freely Associated States’ means the Republic of
the Marshall Islands, the Federated States of
Micronesia, and the Republic of Palau.
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“PART B—ADDITIONAL GENERAL
PROVISIONS
“SEC. 111. ANTIDISCRIMINATION.

““(a) IN GENERAL.—Institutions of higher edu-
cation receiving Federal financial assistance
may not use such financial assistance, directly
or indirectly, to undertake any study or project
or fulfill the terms of any contract containing
an express or implied provision that any person
or persons of a particular race, religion, sex, or
national origin be barred from performing such
study, project, or contract, except that nothing
in this subsection shall be construed to prohibit
an institution from conducting objective studies
or projects concerning the nature, effects, or
prevention of discrimination, or to have the in-
stitution’s curriculum restricted on the subject
of discrimination.

“(b) LIMITATIONS ON STATUTORY CONSTRUC-
TION.—Nothing in this Act shall be construed to
limit the rights or responsibilities of any individ-
ual under the Americans With Disabilities Act of
1990, the Rehabilitation Act of 1973, or any
other law.

“SEC. 112. PROTECTION OF STUDENT SPEECH
AND ASSOCIATION RIGHTS.

‘“(a) PROTECTION OF RIGHTS.—It is the sense
of Congress that no student attending an insti-
tution of higher education on a full- or part-
time basis should, on the basis of participation
in protected speech or protected association, be
excluded from participation in, be denied the
benefits of, or be subjected to discrimination or
official sanction under any education program,
activity, or division of the institution directly or
indirectly receiving financial assistance under
this Act, whether or not such program, activity,
or division is sponsored or officially sanctioned
by the institution.

““(b) CONSTRUCTION.—Nothing in this section
shall be construed—

‘(1) to discourage the imposition of an official
sanction on a student that has willfully partici-
pated in the disruption or attempted disruption
of a lecture, class, speech, presentation, or per-
formance made or scheduled to be made under
the auspices of the institution of higher edu-
cation; or

““(2) to prevent an institution of higher edu-
cation from taking appropriate and effective ac-
tion to prevent violations of State liquor laws, to
discourage binge drinking and other alcohol
abuse, to protect students from sexual harass-
ment including assault and date rape, to pre-
vent hazing, or to regulate unsanitary or unsafe
conditions in any student residence.

‘“(c) DEFINITIONS.—For the purposes of this
section:

““(1) OFFICIAL SANCTION.—The term ‘official
sanction’—

“(A) means expulsion, suspension, probation,
censure, condemnation, reprimand, or any other
disciplinary, coercive, or adverse action taken
by an institution of higher education or admin-
istrative unit of the institution; and

“(B) includes an oral or written warning
made by an official of an institution of higher
education acting in the official capacity of the
official.

‘“(2) PROTECTED ASSOCIATION.—The term ‘pro-
tected association’ means the joining, assem-
bling, and residing with others that is protected
under the first and 14th amendments to the
Constitution, or would be protected if the insti-
tution of higher education involved were subject
to those amendments.

““(3) PROTECTED SPEECH.—The term ‘protected
speech’ means speech that is protected under the
first and 14th amendments to the Constitution,
or would be protected if the institution of higher
education involved were subject to those amend-
ments.

“SEC. 113. TREATMENT OF TERRITORIES AND
TERRITORIAL  STUDENT  ASSIST-
ANCE.

““(a) WAIVER AUTHORITY.—The Secretary is

required to waive the eligibility criteria of any
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postsecondary education program administered
by the Department where such criteria do not
take into account the unique circumstances in
Guam, the United States Virgin Islands, Amer-
ican Samoa, the Commonwealth of the Northern
Mariana Islands, and the Freely Associated
States.

“(b) ELIGIBILITY.—Notwithstanding any other
provision of law, an institution of higher edu-
cation that is located in any of the Freely Asso-
ciated States, rather than in another State,
shall be eligible, if otherwise qualified, for as-
sistance under chapter 1 of subpart 2 of part A
of title 1V. This subsection shall cease to be ef-
fective on September 30, 2004.

“SEC. 114. NATIONAL ADVISORY COMMITTEE ON
INSTITUTIONAL QUALITY AND IN-
TEGRITY.

““(a) ESTABLISHMENT.—There is established in
the Department a National Advisory Committee
on Institutional Quality and Integrity (here-
after in this section referred to as the ‘Commit-
tee’), which shall be composed of 15 members ap-
pointed by the Secretary from among individ-
uals who are representatives of, or knowledge-
able concerning, education and training beyond
secondary education, including representatives
of all sectors and types of institutions of higher
education (as defined in section 102), to assess
the process of eligibility and certification of
such institutions under title IV and the provi-
sion of financial aid under title V.

“(b) TERMS OF MEMBERS.—Terms of office of
each member of the Committee shall be 3 years,
except that any member appointed to fill a va-
cancy occurring prior to the expiration of the
term for which the member’s predecessor was ap-
pointed shall be appointed for the remainder of
such term.

“‘(c) PusLIc NOTICE.—The Secretary shall—

““(1) annually publish in the Federal Register
a list containing the name of each member of the
Committee and the date of the expiration of the
term of office of the member; and

““(2) publicly solicit nominations for each va-
cant position or expiring term of office on the
Committee.

““(d) FUNCTIONS.—The Committee shall—

““(1) advise the Secretary with respect to es-
tablishment and enforcement of the standards of
accrediting agencies or associations under sub-
part 2 of part H of title 1V;

““(2) advise the Secretary with respect to the
recognition of a specific accrediting agency or
association;

““(3) advise the Secretary with respect to the
preparation and publication of the list of na-
tionally recognized accrediting agencies and as-
sociations;

““(4) develop and recommend to the Secretary
standards and criteria for specific categories of
vocational training institutions and institutions
of higher education for which there are no rec-
ognized accrediting agencies, associations, or
State agencies, in order to establish the eligi-
bility of such institutions on an interim basis for
participation in federally funded programs;

““(5) advise the Secretary with respect to the
eligibility and certification process for institu-
tions of higher education under title 1V, to-
gether with recommendations for improvements
in such process;

““(6) advise the Secretary with respect to the
relationship between—

“(A) accreditation of institutions of higher
education and the certification and eligibility of
such institutions; and

“(B) State licensing responsibilities with re-
spect to such institutions; and

““(7) carry out such other advisory functions
relating to accreditation and institutional eligi-
bility as the Secretary may prescribe.

““(e) MEETING PROCEDURES.—The Committee
shall meet not less than twice each year at the
call of the Chairperson. The date of, and agen-
da for, each meeting of the Committee shall be
submitted in advance to the Secretary for ap-
proval. A representative of the Secretary shall
be present at all meetings of the Committee.
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““(f) REPORT.—Not later than November 30 of
each year, the Committee shall make an annual
report through the Secretary to Congress. The
annual report shall contain—

“(1) a list of the members of the Committee
and their addresses;

“(2) a list of the functions of the Committee;

““(3) a list of dates and places of each meeting
during the preceding fiscal year; and

““(4) a summary of the activities, findings and
recommendations made by the Committee during
the preceding fiscal year.

““(g) TERMINATION.—The Committee
cease to exist on September 30, 2004.
“SEC. 115. STUDENT REPRESENTATION.

“The Secretary shall, in appointing individ-
uals to any commission, committee, board,
panel, or other body in connection with the ad-
ministration of this Act, include individuals
who are, at the time of appointment, attending
an institution of higher education.

“SEC. 116. FINANCIAL RESPONSIBILITY OF FOR-
EIGN STUDENTS.

““Nothing in this Act or any other Federal law
shall be construed to prohibit any institution of
higher education from requiring a student who
is a foreign national (and not admitted to per-
manent residence in the United States) to guar-
antee the future payment of tuition and fees to
such institution by—

““(1) making advance payment of such tuition
and fees;

““(2) making deposits in an escrow account ad-
ministered by such institution for such pay-
ments; or

““(3) obtaining a bond or other insurance that
such payments will be made.

“SEC. 117. DISCLOSURES OF FOREIGN GIFTS.

“‘(a) DISCLOSURE REPORT.—Whenever any in-
stitution is owned or controlled by a foreign
source or receives a gift from or enters into a
contract with a foreign source, the value of
which is $250,000 or more, considered alone or in
combination with all other gifts from or con-
tracts with that foreign source within a cal-
endar year, the institution shall file a disclosure
report with the Secretary on January 31 or July
31, whichever is sooner.

““(b) CONTENTS OF REPORT.—Each report to
the Secretary required by this section shall con-
tain the following:

““(1) For gifts received from or contracts en-
tered into with a foreign source other than a
foreign government, the aggregate dollar
amount of such gifts and contracts attributable
to a particular country. The country to which a
gift is attributable is the country of citizenship,
or if unknown, the principal residence for a for-
eign source who is a natural person, and the
country of incorporation, or if unknown, the
principal place of business, for a foreign source
which is a legal entity.

““(2) For gifts received from or contracts en-
tered into with a foreign government, the aggre-
gate amount of such gifts and contracts received
from each foreign government.

“(3) In the case of an institution which is
owned or controlled by a foreign source, the
identity of the foreign source, the date on which
the foreign source assumed ownership or con-
trol, and any changes in program or structure
resulting from the change in ownership or con-
trol.

““(c) ADDITIONAL DISCLOSURES FOR RE-
STRICTED AND CONDITIONAL GIFTS.—Notwith-
standing the provisions of subsection (b), when-
ever any institution receives a restricted or con-
ditional gift or contract from a foreign source,
the institution shall disclose the following:

““(1) For such gifts received from or contracts
entered into with a foreign source other than a
foreign government, the amount, the date, and
a description of such conditions or restrictions.
The report shall also disclose the country of citi-
zenship, or if unknown, the principal residence
for a foreign source which is a natural person,
and the country of incorporation, or if un-
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known, the principal place of business for a for-
eign source which is a legal entity.

““(2) For gifts received from or contracts en-
tered into with a foreign government, the
amount, the date, a description of such condi-
tions or restrictions, and the name of the foreign
government.

““(d) RELATION TO OTHER REPORTING RE-
QUIREMENTS.—

““(1) STATE REQUIREMENTS.—If an institution
described under subsection (a) is within a State
which has enacted requirements for public dis-
closure of gifts from or contracts with a foreign
source that are substantially similar to the re-
quirements of this section, a copy of the disclo-
sure report filed with the State may be filed
with the Secretary in lieu of a report required
under subsection (a). The State in which the in-
stitution is located shall provide to the Secretary
such assurances as the Secretary may require to
establish that the institution has met the re-
quirements for public disclosure under State law
if the State report is filed.

““(2) USE OF OTHER FEDERAL REPORTS.—If an
institution receives a gift from, or enters into a
contract with, a foreign source, where any other
department, agency, or bureau of the Executive
Branch requires a report containing require-
ments substantially similar to those required
under this section, a copy of the report may be
filed with the Secretary in lieu of a report re-
quired under subsection (a).

‘“(e) PuBLIC INSPECTION.—AII disclosure re-
ports required by this section shall be public
records open to inspection and copying during
business hours.

““(f) ENFORCEMENT.—

““(1) COURT ORDERS.—Whenever it appears
that an institution has failed to comply with the
requirements of this section, including any rule
or regulation promulgated under this section, a
civil action may be brought by the Attorney
General, at the request of the Secretary, in an
appropriate district court of the United States,
or the appropriate United States court of any
territory or other place subject to the jurisdic-
tion of the United States, to request such court
to compel compliance with the requirements of
this section.

““(2) Costs.—For knowing or willful failure to
comply with the requirements of this section, in-
cluding any rule or regulation promulgated
thereunder, an institution shall pay to the
Treasury of the United States the full costs to
the United States of obtaining compliance, in-
cluding all associated costs of investigation and
enforcement.

‘“(g) REGULATIONS.—The Secretary may pro-
mulgate regulations to carry out this section.

““(h) DEFINITIONS.—For the purpose of this
section—

‘(1) the term ‘contract’ means any agreement
for the acquisition by purchase, lease, or barter
of property or services by the foreign source, for
the direct benefit or use of either of the parties;

*“(2) the term ‘foreign source’ means—

“(A) a foreign government, including an
agency of a foreign government;

“(B) a legal entity, governmental or other-
wise, created solely under the laws of a foreign
state or states;

“(C) an individual who is not a citizen or a
national of the United States or a trust territory
or protectorate thereof; and

‘(D) an agent, including a subsidiary or affil-
iate of a foreign legal entity, acting on behalf of
a foreign source;

““(3) the term ‘gift’ means any gift of money or
property;

““(4) the term ‘institution’ means any institu-
tion, public or private, or, if a multicampus in-
stitution, any single campus of such institution,
in any State, that—

““(A) is legally authorized within such State to
provide a program of education beyond second-
ary school;

*“(B) provides a program for which the institu-
tion awards a bachelor’s degree (or provides not
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less than a 2-year program which is acceptable
for full credit toward such a degree) or more ad-
vanced degrees; and

““(C) is accredited by a nationally recognized
accrediting agency or association and to which
institution Federal financial assistance is ex-
tended (directly or indirectly through another
entity or person), or which institution receives
support from the extension of Federal financial
assistance to any of the institution’s subunits;
and

““(5) the term ‘restricted or conditional gift or
contract’” means any endowment, gift, grant,
contract, award, present, or property of any
kind which includes provisions regarding—

“(A) the employment, assignment, or termi-
nation of faculty;

““(B) the establishment of departments, cen-
ters, research or lecture programs, or new fac-
ulty positions;

““(C) the selection or admission of students; or

‘(D) the award of grants, loans, scholarships,
fellowships, or other forms of financial aid re-
stricted to students of a specified country, reli-
gion, sex, ethnic origin, or political opinion.
“SEC. 118. APPLICATION OF PEER REVIEW PROC-

ESS.

“All applications submitted under the provi-
sions of this Act which require peer review shall
be read by a panel of readers composed of indi-
viduals selected by the Secretary, which shall
include outside readers who are not employees
of the Federal Government. The Secretary shall
ensure that no individual assigned under this
section to review any application has any con-
flict of interest with regard to that application
which might impair the impartiality with which
that individual conducts the review under this
section.

“SEC. 119. BINGE DRINKING ON COLLEGE CAM-
PUSES.

““(a) SHORT TITLE.—This section may be cited
as the ‘Collegiate Initiative To Reduce Binge
Drinking and Illegal Alcohol Consumption’.

““(b) SENSE OF CONGRESS.—It is the sense of
Congress that, in an effort to change the culture
of alcohol consumption on college campuses, all
institutions of higher education should carry
out the following:

‘(1) The president of the institution should
appoint a task force consisting of school admin-
istrators, faculty, students, Greek system rep-
resentatives, and others to conduct a full exam-
ination of student and academic life at the insti-
tution. The task force should make rec-
ommendations for a broad range of policy and
program changes that would serve to reduce al-
cohol and other drug-related problems. The in-
stitution should provide resources to assist the
task force in promoting the campus policies and
proposed environmental changes that have been
identified.

““(2) The institution should provide maximum
opportunities for students to live in an alcohol-
free environment and to engage in stimulating,
alcohol-free recreational and leisure activities.

““(3) The institution should enforce a ‘zero tol-
erance’ policy on the illegal consumption of al-
cohol by students at the institution.

““(4) The institution should vigorously enforce
the institution’s code of disciplinary sanctions
for those who violate campus alcohol policies.
Students with alcohol or other drug-related
problems should be referred for assistance, in-
cluding to on-campus counseling programs if
appropriate.

““(5) The institution should adopt a policy to
discourage alcoholic beverage-related sponsor-
ship of on-campus activities. It should adopt
policies limiting the advertisement and pro-
motion of alcoholic beverages on campus.

““(6) The institution should work with the
local community, including local businesses, in
a ‘Town/Gown’ alliance to encourage respon-
sible policies toward alcohol consumption and to
address illegal alcohol use by students.
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“SEC. 120. DRUG AND ALCOHOL ABUSE PREVEN-
TION.

““(a) RESTRICTION ON ELIGIBILITY.—Notwith-
standing any other provision of law, no institu-
tion of higher education shall be eligible to re-
ceive funds or any other form of financial as-
sistance under any Federal program, including
participation in any federally funded or guar-
anteed student loan program, unless the institu-
tion certifies to the Secretary that the institu-
tion has adopted and has implemented a pro-
gram to prevent the use of illicit drugs and the
abuse of alcohol by students and employees
that, at a minimum, includes—

““(1) the annual distribution to each student
and employee of—

“(A) standards of conduct that clearly pro-
hibit, at a minimum, the unlawful possession,
use, or distribution of illicit drugs and alcohol
by students and employees on the institution’s
property or as part of any of the institution’s
activities;

“(B) a description of the applicable legal
sanctions under local, State, or Federal law for
the unlawful possession or distribution of illicit
drugs and alcohol;

““(C) a description of the health-risks associ-
ated with the use of illicit drugs and the abuse
of alcohol;

“(D) a description of any drug or alcohol
counseling, treatment, or rehabilitation or re-
entry programs that are available to employees
or students; and

““(E) a clear statement that the institution will
impose sanctions on students and employees
(consistent with local, State, and Federal law),
and a description of those sanctions, up to and
including expulsion or termination of employ-
ment and referral for prosecution, for violations
of the standards of conduct required by sub-
paragraph (A); and

““(2) a biennial review by the institution of the
institution’s program to—

“(A) determine the program’s effectiveness
and implement changes to the program if the
changes are needed; and

“(B) ensure that the sanctions required by
paragraph (1)(E) are consistently enforced.

““(b) INFORMATION AVAILABILITY.—Each insti-
tution of higher education that provides the cer-
tification required by subsection (a) shall, upon
request, make available to the Secretary and to
the public a copy of each item required by sub-
section (a)(1) as well as the results of the bien-
nial review required by subsection (a)(2).

“‘(c) REGULATIONS.—

““(1) IN GENERAL.—The Secretary shall publish
regulations to implement and enforce the provi-
sions of this section, including regulations that
provide for—

“(A) the periodic review of a representative
sample of programs required by subsection (a);
and

““(B) a range of responses and sanctions for
institutions of higher education that fail to im-
plement their programs or to consistently en-
force their sanctions, including information and
technical assistance, the development of a com-
pliance agreement, and the termination of any
form of Federal financial assistance.

““(2) REHABILITATION PROGRAM.—The sanc-
tions required by subsection (a)(1)(E) may in-
clude the completion of an appropriate rehabili-
tation program.

““(d) APPEALS.—Upon determination by the
Secretary to terminate financial assistance to
any institution of higher education under this
section, the institution may file an appeal with
an administrative law judge before the expira-
tion of the 30-day period beginning on the date
such institution is notified of the decision to ter-
minate financial assistance under this section.
Such judge shall hold a hearing with respect to
such termination of assistance before the expira-
tion of the 45-day period beginning on the date
that such appeal is filed. Such judge may extend
such 45-day period upon a motion by the insti-
tution concerned. The decision of the judge with
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respect to such termination shall be considered
to be a final agency action.

‘“(e) ALCOHOL AND DRUG ABUSE PREVENTION
GRANTS.—

‘“(1) PROGRAM AUTHORITY.—The Secretary
may make grants to institutions of higher edu-
cation or consortia of such institutions, and
enter into contracts with such institutions, con-
sortia, and other organizations, to develop, im-
plement, operate, improve, and disseminate pro-
grams of prevention, and education (including
treatment-referral) to reduce and eliminate the
illegal use of drugs and alcohol and the violence
associated with such use. Such grants or con-
tracts may also be used for the support of a
higher education center for alcohol and drug
abuse prevention that will provide training,
technical assistance, evaluation, dissemination,
and associated services and assistance to the
higher education community as determined by
the Secretary and institutions of higher edu-
cation.

““(2) AwARDs.—Grants and contracts shall be
awarded under paragraph (1) on a competitive
basis.

““(3) APPLICATIONS.—AnN institution of higher
education, a consortium of such institutions, or
another organization that desires to receive a
grant or contract under paragraph (1) shall sub-
mit an application to the Secretary at such time,
in such manner, and containing or accompanied
by such information as the Secretary may rea-
sonably require by regulation.

‘“(4) ADDITIONAL REQUIREMENTS.—

“(A) PARTICIPATION.—INn awarding grants
and contracts under this subsection the Sec-
retary shall make every effort to ensure—

““(i) the equitable participation of private and
public institutions of higher education (includ-
ing community and junior colleges); and

(i) the equitable geographic participation of
such institutions.

““(B) CONSIDERATION.—INn awarding grants
and contracts under this subsection the Sec-
retary shall give appropriate consideration to
institutions of higher education with limited en-
rollment.

““(5) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to carry
out this subsection $5,000,000 for fiscal year 1999
and such sums as may be necessary for each of
the 4 succeeding fiscal years.

““(f) NATIONAL RECOGNITION AWARDS.—

‘(1) PURPOSE.—It is the purpose of this sub-
section to provide models of innovative and ef-
fective alcohol and drug abuse prevention pro-
grams in higher education and to focus national
attention on exemplary alcohol and drug abuse
prevention efforts.

““(2) AWARDS.—

““(A) IN GENERAL.—The Secretary shall make 5
National Recognition Awards for outstanding
alcohol prevention programs and 5 National
Recognition Awards for outstanding drug abuse
prevention programs, on an annual basis, to in-
stitutions of higher education that—

(i) have developed and implemented innova-
tive and effective alcohol prevention programs
or drug abuse prevention programs; and

‘(i) with respect to an application for an al-
cohol prevention program award, demonstrate
in the application submitted under paragraph
(3) that the institution has undertaken efforts
designed to change the culture of college drink-
ing consistent with the review criteria described
in paragraph (3)(C)(iii).

““(B) CEREMONY.—The awards shall be made
at a ceremony in Washington, D.C.

““(C) DOCUMENT.—The Secretary shall publish
a document describing the alcohol and drug
abuse prevention programs of institutions of
higher education that receive the awards under
this subsection and disseminate the document
nationally to all public and private secondary
school guidance counselors for use by secondary
school juniors and seniors preparing to enter an
institution of higher education. The document
shall be disseminated not later than January 1
of each academic year.
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“(D) AMOUNT AND USeE.—Each institution of
higher education selected to receive an award
under this subsection shall receive an award in
the amount of $50,000. Such award shall be used
for the maintenance and improvement of the in-
stitution’s outstanding prevention program for
the academic year following the academic year
for which the award is made.

““(3) APPLICATION.—

“(A) IN GENERAL.—Each institution of higher
education desiring an award under this sub-
section shall submit an application to the Sec-
retary at such time, in such manner, and accom-
panied by such information as the Secretary
may require. Each such application shall con-
tain—

““(i) a clear description of the goals and objec-
tives of the prevention program of the institu-
tion;

“(ii) a description of program activities that
focus on alcohol or drug policy issues, policy de-
velopment, modification, or refinement, policy
dissemination and implementation, and policy
enforcement;

““(iii) a description of activities that encourage
student and employee participation and involve-
ment in activity development and implementa-
tion;

““(iv) the objective criteria used to determine
the effectiveness of the methods used in such
programs and the means used to evaluate and
improve the programs’ efforts;

““(v) a description of special initiatives used to
reduce high-risk behavior or increase low risk
behavior; and

““(vi) a description of coordination and net-
working efforts that exist in the community in
which the institution is located for purposes of
such programs.

““(B) APPLICATION REVIEW.—The Secretary
shall appoint a committee to review applications
submitted under this paragraph. The committee
may include representatives of Federal depart-
ments or agencies the programs of which include
alcohol abuse prevention and education efforts
and drug abuse prevention and education ef-
forts, directors or heads (or their representa-
tives) of professional associations that focus on
alcohol and drug abuse prevention efforts, and
non-Federal scientists who have backgrounds in
social science evaluation and research meth-
odology and in education. Decisions of the com-
mittee shall be made directly to the Secretary
without review by any other entity in the De-
partment.

“(C) REVIEW CRITERIA.—The committee de-
scribed in subparagraph (B) shall develop spe-
cific review criteria for reviewing and evaluat-
ing applications submitted under this para-
graph. The review criteria shall include—

““(i) measures of the effectiveness of the pro-
gram of the institution, that includes changes in
the campus alcohol or other drug environment
or the climate and changes in alcohol or other
drug use before and after the initiation of the
program;

““(ii) measures of program institutionalization,
including—

“(1) an assessment of needs of the institution;

“(I1) the institution’s alcohol and drug poli-
cies, staff and faculty development activities,
drug prevention criteria, student, faculty, and
campus community involvement; and

“(111) whether the program will be continued
after the cessation of Federal funding; and

““(iii) with respect to an application for an al-
cohol prevention program award, criteria for de-
termining whether the institution has policies in
effect that—

“(1) prohibit alcoholic beverage sponsorship of
athletic events, and prohibit alcoholic beverage
advertising inside athletic facilities;

“(11) prohibit alcoholic beverage marketing on
campus, which may include efforts to ban alco-
hol advertising in institutional publications or
efforts to prohibit alcohol-related advertisements
at campus events;

‘(1) establish or expand upon alcohol-free
living arrangements for all college students;
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“(IV) establish partnerships with community
members and organizations to further alcohol
prevention efforts on campus and the areas sur-
rounding campus; and

““(V) establish innovative communications pro-
grams involving students and faculty in an ef-
fort to educate students about alcohol-related
risks.

““(4) ELIGIBILITY.—InNn order to be eligible to re-
ceive a National Recognition Award an institu-
tion of higher education shall—

“(A) offer an associate or baccalaureate de-
gree;

“(B) have established an alcohol abuse pre-
vention and education program or a drug abuse
prevention and education program;

““(C) nominate itself or be nominated by oth-
ers, such as professional associations or student
organizations, to receive the award; and

‘(D) not have received an award under this
subsection during the 5 academic years preced-
ing the academic year for which the determina-
tion is made.

““(5) AUTHORIZATION OF APPROPRIATIONS.—

“(A) IN GENERAL.—There is authorized to be
appropriated to carry out this subsection
$750,000 for fiscal year 1999.

“(B) AVAILABILITY.—Funds appropriated
under subparagraph (A) shall remain available
until expended.

“SEC. 121. PRIOR RIGHTS AND OBLIGATIONS.

““(a) AUTHORIZATION OF APPROPRIATIONS.—

““(1) PRE-1987 PARTS C AND D OF TITLE VII.—
There are authorized to be appropriated such
sums as may be necessary for fiscal year 1999
and for each of the 4 succeeding fiscal years to
pay obligations incurred prior to 1987 under
parts C and D of title VII, as such parts were in
effect before the effective date of the Higher
Education Amendments of 1992.

““(2) POST-1992 AND PRE-1998 PART C OF TITLE
Vil.—There are authorized to be appropriated
such sums as may be necessary for fiscal year
1999 and for each of the 4 succeeding fiscal
years to pay obligations incurred prior to the
date of enactment of the Higher Education
Amendments of 1998 under part C of title VII, as
such part was in effect during the period—

“(A) after the effective date of the Higher
Education Amendments of 1992; and

‘“(B) prior to the date of enactment of the
Higher Education Amendments of 1998.

““(b) LEGAL RESPONSIBILITIES.—

““(1) PRE-1987 TITLE VII.—AIl entities with con-
tinuing obligations incurred under parts A, B,
C, and D of title VII, as such parts were in ef-
fect before the effective date of the Higher Edu-
cation Amendments of 1992, shall be subject to
the requirements of such part as in effect before
the effective date of the Higher Education
Amendments of 1992.

““(2) POST-1992 AND PRE-1998 PART C OF TITLE
vil.—All entities with continuing obligations in-
curred under part C of title VII, as such part
was in effect during the period—

“(A) after the effective date of the Higher
Education Amendments of 1992; and

“(B) prior to the date of enactment of the
Higher Education Amendments of 1998,
shall be subject to the requirements of such part
as such part was in effect during such period.
“SEC. 122. RECOVERY OF PAYMENTS.

‘““(a) PusLIC BENEFIT.—Congress declares
that, if a facility constructed with the aid of a
grant under part A of title VII as such part A
was in effect prior to the date of enactment of
the Higher Education Amendments of 1998, or
part B of such title as such part B was in effect
prior to the date of enactment of the Higher
Education Amendments of 1992, is used as an
academic facility for 20 years following comple-
tion of such construction, the public benefit ac-
cruing to the United States will equal in value
the amount of the grant. The period of 20 years
after completion of such construction shall
therefore be deemed to be the period of Federal
interest in such facility for the purposes of such
title as so in effect.
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““(b) RECOVERY UPON CESSATION OF PUBLIC
BENEFIT.—If, within 20 years after completion
of construction of an academic facility which
has been constructed, in part with a grant
under part A of title VII as such part A was in
effect prior to the date of enactment of the
Higher Education Amendments of 1998, or part
B of title VII as such part B was in effect prior
to the date of enactment of the Higher Edu-
cation Amendments of 1992—

‘(1) the applicant under such parts as so in
effect (or the applicant’s successor in title or
possession) ceases or fails to be a public or non-
profit institution, or

““(2) the facility ceases to be used as an aca-
demic facility, or the facility is used as a facility
excluded from the term ‘academic facility’ (as
such term was defined under title VII, as so in
effect), unless the Secretary determines that
there is good cause for releasing the institution
from its obligation,
the United States shall be entitled to recover
from such applicant (or successor) an amount
which bears to the value of the facility at that
time (or so much thereof as constituted an ap-
proved project or projects) the same ratio as the
amount of Federal grant bore to the cost of the
facility financed with the aid of such grant. The
value shall be determined by agreement of the
parties or by action brought in the United States
district court for the district in which such facil-
ity is situated.

‘‘(c) PROHIBITION ON USE FOR RELIGION.—Not-
withstanding the provisions of subsections (a)
and (b), no project assisted with funds under
title VII (as in effect prior to the date of enact-
ment of the Higher Education Amendments of
1998) shall ever be used for religious worship or
a sectarian activity or for a school or depart-
ment of divinity.

“PART C—COST OF HIGHER EDUCATION
“SEC. 131. IMPROVEMENTS IN MARKET INFORMA-

TION AND PUBLIC ACCOUNTABILITY
IN HIGHER EDUCATION.

‘“‘(a) IMPROVED DATA COLLECTION.—

‘“(1) DEVELOPMENT OF UNIFORM METHODOL-
0oGY.—The Secretary shall direct the Commis-
sioner of Education Statistics to convene a series
of forums to develop nationally consistent meth-
odologies for reporting costs incurred by post-
secondary institutions in providing postsecond-
ary education.

““(2) REDESIGN OF DATA SYSTEMS.—On the
basis of the methodologies developed pursuant
to paragraph (1), the Secretary shall redesign
relevant parts of the postsecondary education
data systems to improve the usefulness and
timeliness of the data collected by such systems.

““(3) INFORMATION TO INSTITUTIONS.—The
Commissioner of Education Statistics shall—

““(A) develop a standard definition for the fol-
lowing data elements:

“(i) tuition and fees for a full-time under-
graduate student;

““(ii) cost of attendance for a full-time under-
graduate student, consistent with the provisions
of section 472;

““(iii) average amount of financial assistance
received by an undergraduate student who at-
tends an institution of higher education, includ-
ing—

“(I) each type of assistance or benefit de-
scribed in section 428(a)(2)(C)(i);

“(11) fellowships; and

‘(1) institutional and other assistance; and

“(iv) number of students receiving financial
assistance described in each of subclauses (1),
(1), and (111) of clause (iii);

““(B) not later than 90 days after the date of
enactment of the Higher Education Amendments
of 1998, report the definitions to each institution
of higher education and within a reasonable pe-
riod of time thereafter inform the Committee on
Labor and Human Resources of the Senate and
the Committee on Education and the Workforce
of the House of Representatives of those defini-
tions; and
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“(C) collect information regarding the data
elements described in subparagraph (A) with re-
spect to at least all institutions of higher edu-
cation participating in programs under title 1V,
beginning with the information from academic
year 2000-2001 and annually thereafter.

‘““(b) DATA DISSEMINATION.—The Secretary
shall make available the data collected pursuant
to subsection (a). Such data shall be available
in a form that permits the review and compari-
son of the data submissions of individual insti-
tutions of higher education. Such data shall be
presented in a form that is easily understand-
able and allows parents and students to make
informed decisions based on the costs for typical
full-time undergraduate students.

““(c) STUDY.—

“(1) IN GENERAL.—The Commissioner of Edu-
cation Statistics shall conduct a national study
of expenditures at institutions of higher edu-
cation. Such study shall include information
with respect to—

““(A) the change in tuition and fees compared
with the consumer price index and other appro-
priate measures of inflation;

“(B) faculty salaries and benefits;

““(C) administrative salaries, benefits and ex-
penses;

‘(D) academic support services;

““(E) research;

““(F) operations and maintenance; and

“(G) institutional expenditures for construc-
tion and technology and the potential cost of re-
placing instructional buildings and equipment.

““(2) EVALUATION.—The study shall include an
evaluation of—

“(A) changes over time in the expenditures
identified in paragraph (1);

““(B) the relationship of the expenditures iden-
tified in paragraph (1) to college costs; and

““(C) the extent to which increases in institu-
tional financial aid and tuition discounting
practices affect tuition increases, including the
demographics of students receiving such dis-
counts, the extent to which financial aid is pro-
vided to students with limited need in order to
attract a student to a particular institution, and
the extent to which Federal financial aid, in-
cluding loan aid, has been used to offset the
costs of such practices.

““(3) FINAL REPORT.—The Commissioner of
Education Statistics shall submit a report re-
garding the findings of the study required by
paragraph (1) to the appropriate Committees of
Congress not later than September 30, 2002.

““(4) HIGHER EDUCATION MARKET BASKET.—
The Bureau of Labor Statistics, in consultation
with the Commissioner of Education Statistics,
shall develop a higher education market basket
that identifies the items that comprise the costs
of higher education. The Bureau of Labor Sta-
tistics shall provide a report on the market bas-
ket to the Committee on Labor and Human Re-
sources of the Senate and the Committee on
Education and the Workforce of the House of
Representatives not later than September 30,
2002.

““(5) FINES.—In addition to actions authorized
in section 487(c), the Secretary may impose a
fine in an amount not to exceed $25,000 on an
institution of higher education for failing to
provide the information described in paragraph
(1) in a timely and accurate manner, or for fail-
ing to otherwise cooperate with the National
Center for Education Statistics regarding efforts
to obtain data on the cost of higher education
under this section and pursuant to the program
participation agreement entered into under sec-
tion 487.

““(d) STUDENT AID RECIPIENT SURVEY.—(1)
The Secretary shall survey student aid recipi-
ents on a regular cycle, but not less than once
every 3 years—

““(A) to identify the population of students re-
ceiving Federal student aid;

““(B) to determine the income distribution and
other socioeconomic characteristics of federally
aided students;
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““(C) to describe the combinations of aid from
State, Federal, and private sources received by
students from all income groups;

‘(D) to describe the debt burden of loan re-
cipients and their capacity to repay their edu-
cation debts; and

“(E) to disseminate such information in both
published and machine readable form.

““(2) The survey shall be representative of full-
time and part-time, undergraduate, graduate,
and professional and current and former stu-
dents in all types of institutions, and should be
designed and administered in consultation with
the Congress and the postsecondary education
community.

“PART D—ADMINISTRATIVE PROVISIONS
FOR DELIVERY OF STUDENT FINANCIAL
ASSISTANCE

“SEC. 141. PERFORMANCE-BASED ORGANIZATION

FOR THE DELIVERY OF FEDERAL
STUDENT FINANCIAL ASSISTANCE.

‘“‘(a) ESTABLISHMENT AND PURPOSE.—

““(1) ESTABLISHMENT.—There is established in
the Department a Performance-Based Organiza-
tion (hereafter referred to as the ‘PBO’) which
shall be a discrete management unit responsible
for managing the operational functions support-
ing the programs authorized under title 1V of
this Act, as specified in subsection (b).

“(2) PURPOSEs.—The purposes of the PBO
are—

“(A) to improve service to students and other
participants in the student financial assistance
programs authorized under title 1V, including
making those programs more understandable to
students and their parents;

““(B) to reduce the costs of administering those
programs;

““(C) to increase the accountability of the offi-
cials responsible for administering the oper-
ational aspects of these programs;

““(D) to provide greater flexibility in the man-
agement of the operational functions of the Fed-
eral student financial assistance programs;

““(E) to integrate the information systems sup-
porting the Federal student financial assistance
programs;

“(F) to implement an open, common, inte-
grated system for the delivery of student finan-
cial assistance under title 1V; and

““(G) to develop and maintain a student finan-
cial assistance system that contains complete,
accurate, and timely data to ensure program in-
tegrity.

““(b) GENERAL AUTHORITY.—

‘(1) AUTHORITY OF SECRETARY.—Notwith-
standing any other provision of this part, the
Secretary shall maintain responsibility for the
development and promulgation of policy and
regulations relating to the programs of student
financial assistance under title 1V. In the exer-
cise of its functions, the PBO shall be subject to
the direction of the Secretary. The Secretary
shall—

““(A) request the advice of, and work in co-
operation with, the Chief Operating Officer in
developing regulations, policies, administrative
guidance, or procedures affecting the informa-
tion systems administered by the PBO, and
other functions performed by the PBO;

““(B) request cost estimates from the Chief Op-
erating Officer for system changes required by
specific policies proposed by the Secretary; and

““(C) assist the Chief Operating Officer in
identifying goals for the administration and
modernization of the delivery system for student
financial assistance under title V.

“(2) PBO FUNCTIONS.—Subject to para-
graph(l), the PBO shall be responsible for ad-
ministration of the information and financial
systems that support student financial assist-
ance programs authorized under this title, ex-
cluding the development of policy relating to
such programs but including the following:

“(A) The administrative, accounting, and fi-
nancial management functions of the delivery
system for Federal student assistance, includ-
ing—
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“(i) the collection, processing and trans-
mission of applicant data to students, institu-
tions and authorized third parties, as provided
for in section 483;

‘(i) design and technical specifications for
software development and systems supporting
the delivery of student financial assistance
under title 1V;

““(iii) all software and hardware acquisitions
and all information technology contracts related
to the delivery and management of student fi-
nancial assistance under title 1V;

“(iv) all aspects of contracting for the infor-
mation and financial systems supporting stu-
dent financial assistance programs under this
title; and

““(v) providing all customer service, training,
and user support related to systems that support
those programs.

““(B) Annual development of a budget for the
operations and services of the PBO, in consulta-
tion with the Secretary, and for consideration
and inclusion in the Department’s annual budg-
et submission.

‘“(3) ADDITIONAL FUNCTIONS.—The Secretary
may allocate to the PBO such additional func-
tions as the Secretary and the Chief Operating
Officer determine are necessary or appropriate
to achieve the purposes of the PBO.

‘“(4) INDEPENDENCE.—Subject to paragraph
(1), in carrying out its functions, the PBO shall
exercise independent control of its budget allo-
cations and expenditures, personnel decisions
and processes, procurements, and other adminis-
trative and management functions.

““(5) AuDITS AND REVIEW.—The PBO shall be
subject to the usual and customary Federal
audit procedures and to review by the Inspector
General of the Department.

“(6) CHANGES.—

“(A) IN GENERAL.—The Secretary and the
Chief Operating Officer shall consult concern-
ing the effects of policy, market, or other
changes on the ability of the PBO to achieve the
goals and objectives established in the perform-
ance plan described in subsection (c).

‘“(B) REVISIONS TO AGREEMENT.—The Sec-
retary and the Chief Operating Officer may re-
vise the annual performance agreement de-
scribed in subsection (d)(4) in light of policy,
market, or other changes that occur after the
Secretary and the Chief Operating Officer enter
into the agreement.

‘‘(c) PERFORMANCE PLAN AND REPORT.—

‘(1) PERFORMANCE PLAN.—

“(A) IN GENERAL.—Each year, the Secretary
and Chief Operating Officer shall agree on, and
make available to the public, a performance
plan for the PBO for the succeeding 5 years that
establishes measurable goals and objectives for
the organization.

‘“(B) CONSULTATION.—In developing the 5-
year performance plan and any revision to the
plan, the Secretary and the Chief Operating Of-
ficer shall consult with students, institutions of
higher education, Congress, lenders, the Advi-
sory Committee on Student Financial Assist-
ance, and other interested parties not less than
30 days prior to the implementation of the per-
formance plan or revision.

““(C) AREAs.—The plan shall include a concise
statement of the goals for a modernized system
for the delivery of student financial assistance
under title IV and identify action steps nec-
essary to achieve such goals. The plan shall ad-
dress the PBO’s responsibilities in the following
areas:

‘(i) IMPROVING SERVICE.—Improving service to
students and other participants in student fi-
nancial aid programs authorized under this
title, including making those programs more un-
derstandable to students and their parents.

““(if) REDUCING cosTs.—Reducing the costs of
administering those programs.

““(iii) IMPROVEMENT AND INTEGRATION OF SUP-
PORT SYSTEMS.—Improving and integrating the
information and delivery systems that support
those programs.
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““(iv) DELIVERY AND INFORMATION SYSTEM.—
Developing an open, common, and integrated
delivery and information system for programs
authorized under this title.

““(v) OTHER AREAS.—AnNy other areas identi-
fied by the Secretary.

““(2) ANNUAL REPORT.—Each year, the Chief
Operating Officer shall prepare and submit to
Congress, through the Secretary, an annual re-
port on the performance of the PBO, including
an evaluation of the extent to which the PBO
met the goals and objectives contained in the 5-
year performance plan described in paragraph
(1) for the preceding year. The annual report
shall include the following:

“(A) An independent financial audit of the
expenditures of both the PBO and programs ad-
ministered by the PBO.

“(B) Financial and performance requirements
applicable to the PBO under the Chief Finan-
cial Officer Act of 1990 and the Government Per-
formance and Results Act of 1993.

““(C) The results achieved by the PBO during
the year relative to the goals established in the
organization’s performance plan.

‘(D) The evaluation rating of the perform-
ance of the Chief Operating Officer and senior
managers under subsections (d)(4) and (e)(2), in-
cluding the amounts of bonus compensation
awarded to these individuals;

““(E) recommendations for legislative and reg-
ulatory changes to improve service to students
and their families, and to improve program effi-
ciency and integrity; and

““(F) other such information as the Director of
the Office of Management and Budget shall pre-
scribe for performance based organizations.

““(83) CONSULTATION WITH STAKEHOLDERS.—
The Chief Operating Officer, in preparing the
report described in paragraph (2), shall establish
appropriate means to consult with borrowers,
institutions, lenders, guaranty agencies, second-
ary markets, and others involved in the delivery
system of student aid under this title—

““(A) regarding the degree of satisfaction with
the delivery system; and

““(B) to seek suggestions on means to improve
the delivery system.

““(d) CHIEF OPERATING OFFICER.—

‘(1) APPOINTMENT.—The management of the
PBO shall be vested in a Chief Operating Offi-
cer who shall be appointed by the Secretary to
a term of not less than 3 and not more than 5
years, and compensated without regard to chap-
ters 33, 51, and 53 of title 5, United States Code.
The Secretary shall appoint the Chief Operating
Officer within 6 months after the date of enact-
ment of the Higher Education Amendments of
1998. The appointment shall be made on the
basis of demonstrated management ability and
expertise in information technology, including
experience with financial systems, and without
regard to political affiliation or activity.

““(2) REAPPOINTMENT.—The Secretary may re-
appoint the Chief Operating Officer to subse-
quent terms of not less than 3 and not more
than 5 years, so long as the performance of the
Chief Operating Officer, as set forth in the per-
formance agreement described in paragraph (4),
is satisfactory.

““(3) REMOVAL.—The Chief Operating Officer
may be removed by—

“(A) the President; or

“(B) the Secretary, for misconduct or failure
to meet performance goals set forth in the per-
formance agreement in paragraph (4).

The President or Secretary shall communicate
the reasons for any such removal to the appro-
priate committees of Congress.

“‘(4) PERFORMANCE AGREEMENT.—

“(A) IN GENERAL.—Each year, the Secretary
and the Chief Operating Officer shall enter into
an annual performance agreement, that shall
set forth measurable organization and individ-
ual goals for the Chief Operating Officer.

“(B) TRANSMITTAL.—The final agreement,
and any revision to the final agreement, shall be
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transmitted to the Committee on Education and
the Workforce of the House of Representatives
and the Committee on Labor and Human Re-
sources of the Senate, and made publicly avail-
able.

““(5) COMPENSATION.—

““(A) IN GENERAL.—The Chief Operating Offi-
cer is authorized to be paid at an annual rate of
basic pay not to exceed the maximum rate of
basic pay for the Senior Executive Service under
section 5382 of title 5, United States Code, in-
cluding any applicable locality-based com-
parability payment that may be authorized
under section 5304(h)(2)(B) of such title. The
compensation of the Chief Operating Officer
shall be considered for purposes of section
207(c)(2)(A) of title 18, United States Code, to be
the equivalent of that described under clause (ii)
of section 207(c)(2)(A) of such title.

“(B) BoNus.—In addition, the Chief Operat-
ing Officer may receive a bonus in an amount
that does not exceed 50 percent of such annual
rate of basic pay, based upon the Secretary’s
evaluation of the Chief Operating Officer’s per-
formance in relation to the goals set forth in the
performance agreement described in paragraph
2).
“(C) PAYMENT.—Payment of a bonus under
this subparagraph (B) may be made to the Chief
Operating Officer only to the extent that such
payment does not cause the Chief Operating Of-
ficer’s total aggregate compensation in a cal-
endar year to equal or exceed the amount of the
President’s salary under section 102 of title 3,
United States Code.

“‘(e) SENIOR MANAGEMENT.—

““(1) APPOINTMENT.—

““(A) IN GENERAL.—The Chief Operating Offi-
cer may appoint such senior managers as that
officer determines necessary without regard to
the provisions of title 5, United States Code,
governing appointments in the competitive serv-
ice.

““(B) COMPENSATION.—The senior managers
described in subparagraph (A) may be paid
without regard to the provisions of chapter 51
and subchapter 111 of chapter 53 of such title re-
lating to classification and General Schedule
pay rates.

““(2) PERFORMANCE AGREEMENT.—Each year,
the Chief Operating Officer and each senior
manager appointed under this subsection shall
enter into an annual performance agreement
that sets forth measurable organization and in-
dividual goals. The agreement shall be subject to
review and renegotiation at the end of each
term.

““(3) COMPENSATION.—

“(A) IN GENERAL.—A senior manager ap-
pointed under this subsection may be paid at an
annual rate of basic pay of not more than the
maximum rate of basic pay for the Senior Execu-
tive Service under section 5382 of title 5, United
States Code, including any applicable locality-
based comparability payment that may be au-
thorized under section 5304(h)(2)(C) of such title
5. The compensation of a senior manager shall
be considered for purposes of section 207(c)(2)(A)
of title 18, United States Code, to be the equiva-
lent of that described under clause (ii) of section
207(c)(2)(A) of such title.

““(B) Bonus.—In addition, a senior manager
may receive a bonus in an amount such that the
manager’s total annual compensation does not
exceed 125 percent of the maximum rate of basic
pay for the Senior Executive Service, including
any applicable locality-based comparability
payment, based upon the Chief Operating Offi-
cer’s evaluation of the manager’s performance
in relation to the goals set forth in the perform-
ance agreement described in paragraph (2).

““(4) REMOVAL.—A senior manager shall be re-
movable by the Chief Operating Officer, or by
the Secretary if the position of Chief Operating
Officer is vacant.

““(f) STUDENT LOAN OMBUDSMAN.—

““(1) APPOINTMENT.—The Chief Operating Of-
ficer, in consultation with the Secretary, shall

CONGRESSIONAL RECORD —HOUSE

appoint a Student Loan Ombudsman to provide
timely assistance to borrowers of loans made, in-
sured, or guaranteed under title 1V by perform-
ing the functions described in paragraph (3).

“(2) PuBLIC INFORMATION.—The Chief Operat-
ing Officer shall disseminate information about
the availability and functions of the Ombuds-
man to borrowers and potential borrowers, as
well as institutions of higher education, lenders,
guaranty agencies, loan servicers, and other
participants in those student loan programs.

““(3) FUNCTIONS OF OMBUDSMAN.—The Om-
budsman shall—

“(A) in accordance with regulations of the
Secretary, receive, review, and attempt to re-
solve informally complaints from borrowers of
loans described in paragraph (1), including, as
appropriate, attempts to resolve such complaints
within the Department of Education and with
institutions of higher education, lenders, guar-
anty agencies, loan servicers, and other partici-
pants in the loan programs described in para-
graph (1)(A); and

‘“(B) compile and analyze data on borrower
complaints and make appropriate recommenda-
tions.

‘“(4) ReEPORT.—Each year, the Ombudsman
shall submit a report to the Chief Operating Of-
ficer, for inclusion in the annual report under
subsection (c)(2), that describes the activities,
and evaluates the effectiveness, of the Ombuds-
man during the preceding year.

‘‘(g) PERSONNEL FLEXIBILITY.—

‘(1) PERSONNEL CEILINGS.—The PBO shall not
be subject to any ceiling relating to the number
or grade of employees.

““(2) ADMINISTRATIVE FLEXIBILITY.—The Chief
Operating Officer shall work with the Office of
Personnel Management to develop and imple-
ment personnel flexibilities in staffing, classi-
fication, and pay that meet the needs of the
PBO, subject to compliance with title 5, United
States Code.

“(3) EXCEPTED SERVICE.—The Chief Operating
Officer may appoint, without regard to the pro-
visions of title 5, United States Code, governing
appointments in the competitive service, not
more than 25 technical and professional employ-
ees to administer the functions of the PBO.
These employees may be paid without regard to
the provisions of chapter 51 and subchapter 111
of chapter 53 of such title relating to classifica-
tion and General Schedule pay rates.

““(h) ESTABLISHMENT OF A FAIR AND EQuUI-
TABLE SYSTEM FOR MEASURING STAFF PERFORM-
ANCE.—The PBO shall establish an annual per-
formance management system, subject to compli-
ance with title 5, United States Code and con-
sistent with applicable provisions of law and
regulations, which strengthens the organiza-
tional effectiveness of the PBO by providing for
establishing goals or objectives for individual,
group, or organizational performance (or any
combination thereof), consistent with the per-
formance plan of the PBO and its performance
planning procedures, including those estab-
lished under the Government Performance and
Results Act of 1993, and communicating such
goals or objectives to employees.

“(i) REPORT.—The Secretary and the Chief
Operating Officer, not later than 180 days after
the date of enactment of the Higher Education
Amendments of 1998, shall report to Congress on
the proposed budget and sources of funding for
the operation of the PBO.

““(j) AUTHORIZATION OF APPROPRIATIONS.—
The Secretary shall allocate from funds made
available under section 458 such funds as are
appropriate to the functions assumed by the
PBO. In addition, there are authorized to be ap-
propriated such sums as may be necessary to
carry out the purposes of this part, including
transition costs.

“SEC. 142. PROCUREMENT FLEXIBILITY.

‘“(a) PROCUREMENT AUTHORITY.—Subject to
the authority of the Secretary, the Chief Oper-
ating Officer of a PBO may exercise the author-
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ity of the Secretary to procure property and
services in the performance of functions man-
aged by the PBO. For the purposes of this sec-
tion, the term ‘PBO’ includes the Chief Operat-
ing Officer of the PBO and any employee of the
PBO exercising procurement authority under
the preceding sentence.

“(b) IN GENERAL.—Except as provided in this
section, the PBO shall abide by all applicable
Federal procurement laws and regulations when
procuring property and services. The PBO
shall—

““(1) enter into contracts for information sys-
tems supporting the programs authorized under
title 1V to carry out the functions set forth in
section 141(b)(2); and

““(2) obtain the services of experts and consult-
ants without regard to section 3109 of title 5,
United States Code and set pay in accordance
with such section.

“‘(c) SERVICE CONTRACTS.—

‘(1) PERFORMANCE-BASED SERVICING CON-
TRACTS.—The Chief Operating Officer shall, to
the extent practicable, maximize the use of per-
formance-based servicing contracts, consistent
with guidelines for such contracts published by
the Office of Federal Procurement Policy, to
achieve cost savings and improve service.

“(2) FEE FOR SERVICE ARRANGEMENTS.—The
Chief Operating Officer shall, when appropriate
and consistent with the purposes of the PBO,
acquire services related to the title 1V delivery
system from any entity that has the capability
and capacity to meet the requirements for the
system. The Chief Operating Officer is author-
ized to pay fees that are equivalent to those
paid by other entities to an organization that
provides an information system or service that
meets the requirements of the PBO, as deter-
mined by the Chief Operating Officer.

“(d) TwWO-PHASE SOURCE-SELECTION PROCE-
DURES.—

““(1) IN GENERAL.—The PBO may use a two-
phase process for selecting a source for a pro-
curement of property or services.

““(2) FIRST PHASE.—The procedures for the
first phase of the process for a procurement are
as follows:

““(A) PUBLICATION OF NOTICE.—The contract-
ing officer for the procurement shall publish a
notice of the procurement in accordance with
section 18 of the Office of Federal Procurement
Policy Act (41 U.S.C. 416) and subsections (e),
(f), and (g) of section 8 of the Small Business
Act (15 U.S.C. 637), except that the notice shall
include only the following:

““(i) A general description of the scope or pur-
pose of the procurement that provides sufficient
information on the scope or purpose for sources
to make informed business decisions regarding
whether to participate in the procurement.

““(ii) A description of the basis on which po-
tential sources are to be selected to submit offers
in the second phase.

“(iii) A description of the information that is
to be required under subparagraph (B).

“(iv) Any additional information that the
contracting officer determines appropriate.

““(B) INFORMATION SUBMITTED BY OFFERORS.—
Each offeror for the procurement shall submit
basic information, such as information on the
offeror’s qualifications, the proposed conceptual
approach, costs likely to be associated with the
proposed conceptual approach, and past per-
formance of the offeror on Federal Government
contracts, together with any additional informa-
tion that is requested by the contracting officer.

““(C) SELECTION FOR SECOND PHASE.—The con-
tracting officer shall select the offerors that are
to be eligible to participate in the second phase
of the process. The contracting officer shall limit
the number of the selected offerors to the num-
ber of sources that the contracting officer deter-
mines is appropriate and in the best interests of
the Federal Government.

“‘(3) SECOND PHASE.—

“(A) IN GENERAL.—The contracting officer
shall conduct the second phase of the source se-
lection process in accordance with sections 303A



September 26, 1998

and 303B of the Federal Property and Adminis-
trative Services Act of 1949 (41 U.S.C. 253a and
253b).

“(B) ELIGIBLE PARTICIPANTS.—Only  the
sources selected in the first phase of the process
shall be eligible to participate in the second
phase.

“(C) SINGLE OR MULTIPLE PROCUREMENTS.—
The second phase may include a single procure-
ment or multiple procurements within the scope,
or for the purpose, described in the notice pur-
suant to paragraph (2)(A).

““(4) PROCEDURES CONSIDERED COMPETITIVE.—
The procedures used for selecting a source for a
procurement under this subsection shall be con-
sidered competitive procedures for all purposes.

‘““(e) USE OF SIMPLIFIED PROCEDURES FOR
COMMERCIAL ITEMS.—Whenever the PBO antici-
pates that commercial items will be offered for a
procurement, the PBO may use (consistent with
the special rules for commercial items) the spe-
cial simplified procedures for the procurement
without regard to—

““(1) any dollar limitation otherwise applicable
to the use of those procedures; and

““(2) the expiration of the authority to use spe-
cial simplified procedures under section 4202(e)
of the Clinger-Cohen Act of 1996 (110 Stat. 654;
10 U.S.C. 2304 note).

““(f) FLEXIBLE WAIT PERIODS AND DEADLINES
FOR SUBMISSION OF OFFERS OF NONCOMMERCIAL
ITEMS.—

‘(1) AUTHORITY.—INn carrying out a procure-
ment, the PBO may—

“(A) apply a shorter waiting period for the
issuance of a solicitation after the publication of
a notice under section 18 of the Office of Fed-
eral Procurement Policy Act (41 U.S.C. 416) than
is required under subsection (a)(3)(A) of such
section; and

“(B) notwithstanding subsection (a)(3) of
such section, establish any deadline for the sub-
mission of bids or proposals that affords poten-
tial offerors a reasonable opportunity to respond
to the solicitation.

“(2) INAPPLICABILITY TO  COMMERCIAL
ITEMS.—Paragraph (1) does not apply to a pro-
curement of a commercial item.

““(3) CONSISTENCY WITH APPLICABLE INTER-
NATIONAL AGREEMENTS.—If an international
agreement is applicable to the procurement, any
exercise of authority under paragraph (1) shall
be consistent with the international agreement.

““(g) MODULAR CONTRACTING.—

““(1) IN GENERAL.—The PBO may satisfy the
requirements of the PBO for a system incremen-
tally by carrying out successive procurements of
modules of the system. In doing so, the PBO
may use procedures authorized under this sub-
section to procure any such module after the
first module.

““(2) UTILITY REQUIREMENT.—A module may
not be procured for a system under this sub-
section unless the module is useful independ-
ently of the other modules or useful in combina-
tion with another module previously procured
for the system.

““(3) CONDITIONS FOR USE OF AUTHORITY.—The
PBO may use procedures authorized under
paragraph (4) for the procurement of an addi-
tional module for a system if—

“(A) competitive procedures were used for
awarding the contract for the procurement of
the first module for the system; and

“(B) the solicitation for the first module in-
cluded—

““(i) a general description of the entire system
that was sufficient to provide potential offerors
with reasonable notice of the general scope of
future modules;

““(ii) other information sufficient for potential
offerors to make informed business judgments
regarding whether to submit offers for the con-
tract for the first module; and

““(iii) a statement that procedures authorized
under this subsection could be used for award-
ing subsequent contracts for the procurement of
additional modules for the system.
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““(4) PROCEDURES.—If the procurement of the
first module for a system meets the requirements
set forth in paragraph (3), the PBO may award
a contract for the procurement of an additional
module for the system using any of the follow-
ing procedures:

““(A) SOLE soURCE.—Award of the contract on
a sole-source basis to a contractor who was
awarded a contract for a module previously pro-
cured for the system under competitive proce-
dures or procedures authorized under subpara-
graph (B).

““(B) ADEQUATE COMPETITION.—Award of the
contract on the basis of offers made by—

(i) a contractor who was awarded a contract
for a module previously procured for the system
after having been selected for award of the con-
tract under this subparagraph or other competi-
tive procedures; and

‘“(ii) at least one other offeror that submitted
an offer for a module previously procured for
the system and is expected, on the basis of the
offer for the previously procured module, to sub-
mit a competitive offer for the additional mod-
ule.

“(C) OTHER.—Award of the contract under
any other procedure authorized by law.

““(5) NOTICE REQUIREMENT.—

““(A) PuBLICATION.—Not less than 30 days be-
fore issuing a solicitation for offers for a con-
tract for a module for a system under procedures
authorized under subparagraph (A) or (B) of
paragraph (4), the PBO shall publish in the
Commerce Business Daily a notice of the intent
to use such procedures to enter into the con-
tract.

‘“(B) EXCEPTION.—Publication of a notice is
not required under this paragraph with respect
to a use of procedures authorized under para-
graph (4) if the contractor referred to in that
subparagraph (who is to be solicited to submit
an offer) has previously provided a module for
the system under a contract that contained cost,
schedule, and performance goals and the con-
tractor met those goals.

““(C) CONTENT OF NOTICE.—A notice published
under subparagraph (A) with respect to a use of
procedures described in paragraph (4) shall con-
tain the information required under section
18(b) of the Office of Federal Procurement Pol-
icy Act (41 U.S.C. 416(b)), other than paragraph
(4) of such section, and shall invite the submis-
sion of any assertion that the use of the proce-
dures for the procurement involved is not in the
best interest of the Federal Government together
with information supporting the assertion.

‘“(6) DOCUMENTATION.—The basis for an
award of a contract under this subsection shall
be documented. However, a justification pursu-
ant to section 303(f) of the Federal Property and
Administrative Services Act of 1949 (41 U.S.C.
253(f)) or section 8(h) of the Small Business Act
(15 U.S.C. 637(h)) is not required.

“(7) SIMPLIFIED SOURCE-SELECTION PROCE-
DURES.—The PBO may award a contract under
any other simplified procedures prescribed by
the PBO for the selection of sources for the pro-
curement of modules for a system, after the first
module, that are not to be procured under a
contract awarded on a sole-source basis.

““(h) Use OF SIMPLIFIED PROCEDURES FOR
SMALL BUSINESS SET-ASIDES FOR SERVICES
OTHER THAN COMMERCIAL ITEMS.—

‘(1) AUTHORITY.—The PBO may use special
simplified procedures for a procurement of serv-
ices that are not commercial items if—

““(A) the procurement is in an amount not
greater than $1,000,000;

““(B) the procurement is conducted as a small
business set-aside pursuant to section 15(a) of
the Small Business Act (15 U.S.C. 644(a)); and

““(C) the price charged for supplies associated
with the services procured are items of supply
expected to be less than 20 percent of the total
contract price.

““(2) INAPPLICABILITY TO CERTAIN PROCURE-
MENTS.—The authority set forth in paragraph
(1) may not be used for—
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“(A) an award of a contract on a sole-source
basis; or

““(B) a contract for construction.

‘(i) GUIDANCE FOR USE OF AUTHORITY.—

““(1) ISSUANCE BY PBO.—The Chief Operating
Officer of the PBO, in consultation with the Ad-
ministrator for Federal Procurement Policy,
shall issue guidance for the use by PBO person-
nel of the authority provided in this section.

““(2) GUIDANCE FROM OFPP.—As part of the
consultation required under paragraph (1), the
Administrator for Federal Procurement Policy
shall provide the PBO with guidance that is de-
signed to ensure, to the maximum extent prac-
ticable, that the authority under this section is
exercised by the PBO in a manner that is con-
sistent with the exercise of the authority by the
heads of the other performance-based organiza-
tions.

““(3) COMPLIANCE WITH OFPP GUIDANCE.—The
head of the PBO shall ensure that the procure-
ments of the PBO under this section are carried
out in a manner that is consistent with the
guidance provided for the PBO under para-
graph (2).

“(j) LIMITATION ON MULTIAGENCY CONTRACT-
ING.—No department or agency of the Federal
Government may purchase property or services
under contracts entered into or administered by
a PBO under this section unless the purchase is
approved in advance by the senior procurement
official of that department or agency who is re-
sponsible for purchasing by the department or
agency.

“(k) Laws NoT AFFECTED.—Nothing in this
section shall be construed to waive laws for the
enforcement of civil rights or for the establish-
ment and enforcement of labor standards that
are applicable to contracts of the Federal Gov-
ernment.

“(I) DEFINITIONS.—In this section:

‘(1) COMMERCIAL ITEM.—The term ‘commer-
cial item’ has the meaning given the term in sec-
tion 4(12) of the Office of Federal Procurement
Policy Act (41 U.S.C. 403(12)).

““(2) COMPETITIVE PROCEDURES.—The term
‘competitive procedures’ has the meaning given
the term in section 309(b) of the Federal Prop-
erty and Administrative Services Act of 1949 (41
U.S.C. 259(b)).

““(3) SOLE-SOURCE BASIS.—The term ‘sole-
source basis’, with respect to an award of a con-
tract, means that the contract is awarded to a
source after soliciting an offer or offers from,
and negotiating with, only that source.

‘““(4) SPECIAL RULES FOR COMMERCIAL ITEMS.—
The term ‘special rules for commercial items’
means the regulations set forth in the Federal
Acquisition Regulation pursuant to section
303(g)(1) of the Federal Property and Adminis-
trative Services Act of 1949 (41 U.S.C. 253(g)(1))
and section 31 of the Office of Federal Procure-
ment Policy Act (41 U.S.C. 427).

““(5) SPECIAL SIMPLIFIED PROCEDURES.—The
term ‘special simplified procedures’ means the
procedures applicable to purchases of property
and services for amounts not greater than the
simplified acquisition threshold that are set
forth in the Federal Acquisition Regulation pur-
suant to section 303(g)(1)(B) of the Federal
Property and Administrative Services Act of 1949
(41 U.S.C. 253(g)(1)(A)) and section 31(a)(1) of
the Office of Federal Procurement Policy Act (41
U.S.C. 427(a)(1)).

“SEC. 143. ADMINISTRATIVE SIMPLIFICATION OF
STUDENT AID DELIVERY.

““(a) IN GENERAL.—In order to improve the ef-
ficiency and effectiveness of the student aid de-
livery system, the Secretary and the Chief Oper-
ating Officer shall encourage and participate in
the establishment of voluntary consensus stand-
ards and requirements for the electronic trans-
mission of information necessary for the admin-
istration of programs under title V.

““(b) PARTICIPATION IN STANDARD SETTING OR-
GANIZATIONS.—
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““(1) The Chief Operating Officer shall partici-
pate in the activities of standard setting organi-
zations in carrying out the provisions of this
section.

““(2) The Chief Operating Officer shall encour-
age higher education groups seeking to develop
common forms, standards, and procedures in
support of the delivery of Federal student finan-
cial assistance to conduct these activities within
a standard setting organization.

““(3) The Chief Operating Officer may pay
necessary dues and fees associated with partici-
pating in standard setting organizations pursu-
ant to this subsection.

““(c) ADOPTION OF VOLUNTARY CONSENSUS
STANDARDS.—Except with respect to the common
financial reporting form under section 483(a),
the Secretary shall consider adopting voluntary
consensus standards agreed to by the organiza-
tion described in subsection (b) for transactions
required under title 1V, and common data ele-
ments for such transactions, to enable informa-
tion to be exchanged electronically between sys-
tems administered by the Department and
among participants in the Federal student aid
delivery system.

““(d) USE OF CLEARINGHOUSES.—Nothing in
this section shall restrict the ability of partici-
pating institutions and lenders from using a
clearinghouse or servicer to comply with the
standards for the exchange of information es-
tablished under this section.

‘“(e) DATA SECURITY.—ANy entity that main-
tains or transmits information under a trans-
action covered by this section shall maintain
reasonable and appropriate administrative,
technical, and physical safeguards—

““(1) to ensure the integrity and confidential-
ity of the information; and

““(2) to protect against any reasonably antici-
pated security threats, or unauthorized uses or
disclosures of the information.

“‘(f) DEFINITIONS.—

‘(1) CLEARINGHOUSE.—The term ‘clearing-
house’ means a public or private entity that
processes or facilitates the processing of non-
standard data elements into data elements con-
forming to standards adopted under this section.

““(2) STANDARD SETTING ORGANIZATION.—The
term ‘standard setting organization’ means an
organization that—

“(A) is accredited by the American National
Standards Institute;

‘“(B) develops standards for information
transactions, data elements, or any other stand-
ard that is necessary to, or will facilitate, the
implementation of this section; and

““(C) is open to the participation of the var-
ious entities engaged in the delivery of Federal
student financial assistance.

““(3) VOLUNTARY CONSENSUS STANDARD.—The
term ‘voluntary consensus standard’ means a
standard developed or used by a standard set-
ting organization described in paragraph (2).”.

(b) REPEAL OF OLD GENERAL PROVISIONS.—
Title X11 (20 U.S.C. 1141 et seq.) is repealed.

(c) REPEAL OF TITLE IV DEFINITION.—Section
481 (20 U.S.C. 1088) is amended—

(1) by striking subsections (a), (b), and (c);
and

(2) by redesignating subsections (d) through
(f) as subsections (a) through (c), respectively.
SEC. 102. CONFORMING AMENDMENTS.

(a) CONFORMING AMENDMENTS CORRECTING
REFERENCES TO SECTION 1201.—

(1) AGRICULTURE.—

(A) STUDENT INTERNSHIP PROGRAMS.—Section
922 of the Federal Agriculture Improvement and
Reform Act of 1996 (7 U.S.C. 2279c) is amended—

(i) in subsection (a)(1)(B)—

(1) by striking ‘1201 and inserting ‘‘101’";
and

(1) by striking **(20 U.S.C. 1141)’; and

(ii) in subsection (b)(1)—

(1) by striking ““1201”” and inserting
and

(1) by striking (20 U.S.C. 1141)"".
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(B) AGRICULTURAL SCIENCES EDUCATION.—Sec-
tion 1417(j)(1)(A) of the National Agricultural
Research, Extension, and Teaching Policy Act
of 1977 (7 U.S.C. 3152(j)(1)(A)) is amended—

(i) by striking “1201(a)’’ and inserting ‘“101’’;
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(2) ARMED FORCES.—

(A) SCIENCE AND MATHEMATICS EDUCATION IM-
PROVEMENT PROGRAM.—Section 2193(c)(1) of title
10, United States Code, is amended—

(i) by striking “1201(a)’’ and inserting ‘“101"’;
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(B) SUPPORT OF SCIENCE, MATHEMATICS, AND
ENGINEERING EDUCATION.—Section 2199(2) of title
10, United States Code, is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘‘101"’;
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(C) ALLOWABLE COSTS UNDER DEFENSE CON-
TRACTS.—Section 841(c)(2) of the National De-
fense Authorization Act for fiscal year 1994 (10
U.S.C. 2324 note) is amended—

(i) by striking ““1201(a)”” and inserting “‘101’’;
and

(ii) by striking “*(20 U.S.C. 1141(a))”.

(D) ENVIRONMENTAL RESTORATION INSTITU-
TIONAL GRANTS FOR TRAINING DISLOCATED DE-
FENSE WORKERS AND YOUNG ADULTS.—Section
1333(i)(3) of the National Defense Authorization
Act for fiscal year 1994 (10 U.S.C. 2701 note) is
amended—

(i) by striking ‘“1201(a)”” and inserting ‘“101’*;
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(E) ENVIRONMENTAL EDUCATION OPPORTUNI-
TIES PROGRAM.—Section 1334(k)(3) of the Na-
tional Defense Authorization Act for fiscal year
1994 (10 U.S.C. 2701 note) is amended—

(i) by striking “1201(a)”” and inserting ‘“101’*;
and

(ii) by striking ‘(20 U.S.C. 1141(a))"".

(F) ENVIRONMENTAL SCHOLARSHIP AND FEL-
LOWSHIP PROGRAMS.—Section 4451(b)(1) of the
National Defense Authorization Act for 1993 (10
U.S.C. 2701 note) is amended—

(i) by striking “1201(a)’’ and inserting ‘‘101"’;
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(3) APPLICATION OF ANTITRUST LAWS TO
AWARD OF NEED-BASED EDUCATIONAL AID.—Sec-
tion 568(c)(3) of the Improving America’s
Schools Act of 1994 (15 U.S.C. 1 note) is amend-
ed—

(A) by striking ““1201(a)’’ and inserting ““101’*;
and

(B) by striking ‘(20 U.S.C. 1141(a))"".

(4) OMNIBUS PARKS AND PUBLIC LANDS MAN-
AGEMENT ACT OF 1996.—Section 1007(c)(5) of the
Omnibus Parks and Public Lands Management
Act of 1996 (16 U.S.C. 698u-5) is amended by
striking “1201(a) of the Higher Education Act of
1965 (20 U.S.C. 1141(a))” and inserting ‘101 of
the Higher Education Act of 1965”".

(5) RESTRICTIONS ON FORMER OFFICERS, EM-
PLOYEES, AND ELECTED OFFICIALS OF THE EXECU-
TIVE AND LEGISLATIVE BRANCHES.—Section
207(j)(2)(B) of title 18, United States Code, is
amended by striking ‘“1201(a)”’ and inserting
101"

(6) EDUCATION.—

(A) HIGHER EDUCATION AMENDMENTS OF 1992.—
Section 1(c) of the Higher Education Amend-
ments of 1992 (20 U.S.C. 1001 note) is amended
by striking ‘*1201’" and inserting ““101”’.

(B) TREATMENT OF BRANCHES.—Section
498(j)(2) of the Higher Education Act of 1965 (20
U.S.C. 1099c(j)(2)) is amended by striking
““1201(a)(2)”” and inserting ““101(a)(2)”.

©) DISCLOSURE ~ REQUIREMENTS.—Section
429(d)(2)(B)(ii) of the General Education Provi-
sions Act (20 U.S.C. 1228c(d)(2)(B)(ii)) is amend-
ed by striking “*1201(a)’” and inserting 101",

(D) HARRY S. TRUMAN SCHOLARSHIPS.—Section
3(4) of the Harry S. Truman Memorial Scholar-
ship Act (20 U.S.C. 2002(4)) is amended by strik-
ing ““1201(a)’’ and inserting ‘‘101"".
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(E) TECH-PREP EDUCATION.—Section 347(2)(A)
of the Carl D. Perkins Vocational and Applied
Technology  Education Act (20 U.S.C.
2394e(2)(A)) is amended by striking ‘1201(a)”
and inserting ‘101",

(F) EDUCATION FOR ECONOMIC SECURITY.—Sec-
tion 3(6) of the Education for Economic Security
Act (20 U.S.C. 3902(6)) is amended by striking
““1201(a)’’ and inserting ““101”".

(G) JAMES MADISON MEMORIAL FELLOWSHIPS.—
Section 815 of the James Madison Memorial Fel-
lowship Act (20 U.S.C. 4514) is amended—

(i) in paragraph (3), by striking ““1201(a)’” and
inserting ‘“101”’; and

(ii) in paragraph (4), by striking ‘*1201(d) of
the Higher Education Act of 1965’ and inserting
‘14101 of the Elementary and Secondary Edu-
cation Act of 1965”.

(H) BARRY GOLDWATER SCHOLARSHIPS.—Sec-
tion 1403(4) of the Barry Goldwater Scholarship
and Excellence in Education Act (20 U.S.C.
4702(4)) is amended—

(i) by striking ‘“1201(a)”’ and inserting ““101";
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(I) MORRIS K. UDALL SCHOLARSHIPS.—Section
4(6) of the Morris K. Udall Scholarship and Ex-
cellence in National Environmental and Native
American Public Policy Act of 1992 (20 U.S.C.
5602(6)) is amended by striking ‘‘1201(a)”” and
inserting ‘101",

(J) BILINGUAL EDUCATION, AND LANGUAGE EN-
HANCEMENT AND ACQUISITION.—Section 7501(4)
of the Elementary and Secondary Education Act
of 1965 (20 U.S.C. 7601(4)) is amended by striking
““1201(a)’’ and inserting “101”".

(K) GENERAL DEFINITIONS.—Section 14101(17)
of the Elementary and Secondary Education Act
of 1965 (20 U.S.C. 8801(17)) is amended by strik-
ing ““1201(a)’’ and inserting ‘“101"".

(L) NATIONAL EDUCATION STATISTICS.—Section
402(c)(3) of the National Education Statistics
Act of 1994 (20 U.S.C. 9001(c)(3)) is amended by
striking ““1201(a)’’ and inserting ““101"".

(7) FOREIGN RELATIONS.—

(A) ENVIRONMENT AND SUSTAINABLE DEVELOP-
MENT EXCHANGE PROGRAM.—Section 240(d) of
the Foreign Relations Authorization Act, Fiscal
Years 1994 and 1995 (22 U.S.C. 2452 note) is
amended by striking ‘“1201(a)”” and inserting
1017,

(B) SAMANTHA SMITH MEMORIAL EXCHANGE
PROGRAM.—Section 112(a)(8) of the Mutual Edu-
cational and Cultural Exchange Act of 1961 (22
U.S.C. 2460(a)(8)) is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘101’";
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(C) SOVIET-EASTERN EUROPEAN TRAINING.—
Section 803(1) of the Soviet-Eastern European
Research and Training Act of 1983 (22 U.S.C.
4502(1)) is amended by striking ‘1201(a)”” and
inserting ““101”’.

(D) DEVELOPING COUNTRY SCHOLARSHIPS.—
Section 603(d) of the Foreign Relations Author-
ization Act, Fiscal Years 1986 and 1987 (22
U.S.C. 4703(d)) is amended by striking ‘“1201(a)”’
and inserting ‘101",

(8) INDIANS.—

(A) SNYDER ACT.—The last paragraph of sec-
tion 410 of the Act entitled ““An Act authorizing
appropriations and expenditures for the admin-
istration of Indian Affairs, and for other pur-
poses’’, approved November 2, 1921 (25 U.S.C. 13)
(commonly known as the Snyder Act) is amend-
ed by striking ““1201’" and inserting ‘“101"".

(B) TRIBALLY CONTROLLED COMMUNITY COL-
LEGE ASSISTANCE.—Section 2(a)(5) of the Trib-
ally Controlled Community College Assistance
Act (25 U.S.C. 1801(a)(5)) is amended by striking
““1201(a)”” and inserting ‘“101"".

(C) CONSTRUCTION OF NEW FACILITIES.—Sec-
tion 113(b)(2) of the Tribally Controlled Commu-
nity College Assistance Act (25 U.S.C. 1813(b)(2))
is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘“101’*;
and

(ii) by striking ““(20 U.S.C. 1141(a))”".
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(D) AMERICAN INDIAN TEACHER TRAINING.—
Section 1371(a)(1)(B) of the Higher Education
Amendments of 1992 (25 U.S.C. 3371(a)(1)(B)) is
amended by striking ‘“1201(a)”” and inserting
41017,

(9) LABOR.—

(A) REHABILITATION DEFINITIONS.—Section
6(23) of the Rehabilitation Act of 1973 (29 U.S.C.
705(23)) is amended—

(i) by striking “1201(a)’’ and inserting ‘‘101’";
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(B) TECHNOLOGY RELATED ASSISTANCE FOR IN-
DIVIDUALS WITH DISABILITIES ACT OF 1988.—Sec-
tion 3(8) of the Technology Related Assistance
for Individuals with Disabilities Act of 1988 (29
U.S.C. 2202(8)) is amended by striking ‘“1201(a)
of the Higher Education Act of 1965 (20 U.S.C.
1141(a))”” and inserting ““101 of the Higher Edu-
cation Act of 1965,

(10) SURFACE MINING CONTROL.—Section
701(32) of the Surface Mining Control and Rec-
lamation Act of 1977 (30 U.S.C. 1291(32)) is
amended by striking ‘‘1201(a)”” and inserting
41017,

(11) POLLUTION PREVENTION.—Section
112(a)(1) of the Federal Water Pollution Control
Act (33 U.S.C. 1262(a)(1)) is amended by striking
‘1201’ and inserting ““101"".

(12) POSTAL SERVICE.—Section 3626(b)(3) of
title 39, United States Code, is amended—

(A) by striking ““1201(a)”” and inserting ““101"’;
and

(B) by striking ““(20 U.S.C. 1141(a))”.

(13) PUBLIC HEALTH AND WELFARE.—

(A) PUBLIC HEALTH SERVICE ACT.—Section
705(a)(2)(C) of the Public Health Service Act (42
U.S.C. 292d(a)(2)(C)) is amended by striking
‘‘section 481(a)’”” and inserting ‘‘section 102(a)’’.

(B) SCIENTIFIC AND TECHNICAL EDUCATION.—
Section 3(g) of the Scientific and Advanced-
Technology Act of 1992 (42 U.S.C. 1862i(Q)) is
amended—

(i) in paragraph (2)—

(1) by striking ““1201(a)’”” and inserting ““101’’;
and

(11) by striking **(20 U.S.C. 1141(a))”’; and

(ii) in paragraph (3)—

(1) by striking ‘“1201(a)’”” and inserting ‘“101’";
and

(1) by striking (20 U.S.C. 1141(a))”".

(C) OLDER AMERICANS.—Section 102(32) of the
Older Americans Act of 1965 (42 U.S.C. 3002(32))
is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘“101’";
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(D) JUSTICE SYSTEM IMPROVEMENT.—Section
901(17) of the Omnibus Crime Control and Safe
Streets Act of 1968 (42 U.S.C. 3791(17)) is amend-
ed—

(i) by striking ‘“1201(a)’” and inserting ‘“101"*;
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(E) ENERGY TECHNOLOGY COMMERCIALIZATION
SERVICES PROGRAM.—Section 362(f)(5)(A) of the
Energy Policy and Conservation Act (42 U.S.C.
6322(f)(5)(A)) is amended—

(i) by striking “1201(a)’” and inserting ‘101’";
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(F) ENVIRONMENTAL RESTORATION AND WASTE
MANAGEMENT.—Section 3132(b)(1) of the Na-
tional Defense Authorization Act for Fiscal
Years 1992 and 1993 (42 U.S.C. 7274e(b)(1)) is
amended—

(i) by striking “1201(a)’’ and inserting ‘101’";
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(G) HEAD START.—Section 649(c)(3) of the
Head Start Act (42 U.S.C. 9844(c)(3)) is amend-
ed—

(i) by striking ‘“1201(a)’’ and inserting ‘“101"*;
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(H) STATE DEPENDENT CARE DEVELOPMENT
GRANTS.—Section 670G(5) of the Child Care and
Development Block Grant Act of 1990 (42 U.S.C.
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9877(5)) is amended by striking ‘“1201(a)”” and
inserting ““101”".

(I) INSTRUCTIONAL ACTIVITIES FOR LOW-IN-
COME YOUTH.—The matter preceding subpara-
graph (A) of section 682(b)(1) of the Community
Services Block Grant Act (42 U.S.C. 9910c(b)(1))
is amended by striking ““1201(a)”” and inserting
101",

(J) DRUG ABUSE EDUCATION.—Section 3601(7)
of the Anti-Drug Abuse Act of 1988 (42 U.S.C.
11851(7)) is amended—

(i) by striking ““1201(a)’’ and inserting ‘“101’’;
and

(ii) by striking ‘(20 U.S.C. 1141(a))"".

(K) NATIONAL AND COMMUNITY SERVICE.—Sec-
tion 101(13) of the National and Community
Service Act of 1990 (42 U.S.C. 12511(13)) is
amended—

(i) by striking “1201(a)’’ and inserting ‘‘101"’;
and

(ii) by striking *“(20 U.S.C. 1141(a))”.

(L) CIVILIAN COMMUNITY CORPS.—Section
166(6) of the National and Community Service
Act of 1990 (42 U.S.C. 12626(6)) is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘‘101"";
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(M) CRANSTON-GONZALEZ NATIONAL AFFORD-
ABLE HOUSING ACT.—Section 457(9) of the Cran-
ston-Gonzalez National Affordable Housing Act
(42 U.S.C. 12899f(9)) is amended by striking
*“1201(a)’’ and inserting ““101”".

(N) COMMUNITY SCHOOLS YOUTH SERVICES AND
SUPERVISION GRANT PROGRAM.—The definition
of public school in section 30401(b) of the Com-
munity Schools Youth Services and Supervision
Grant Program Act of 1994 (42 U.S.C. 13791(b))
is amended—

(i) by striking ‘“1201"" each place the term ap-
pears and inserting ““101"’; and

(ii) by striking ““(20 U.S.C. 1141(i))"".

(O) PoLICE corRPS.—The definition of institu-
tion of higher education in section 200103 of the
Police Corps Act (42 U.S.C. 14092) is amended—

(i) by striking ‘“1201(a)’’ and inserting ‘‘101"";
and

(ii) by striking ““(20 U.S.C. 1141(a))”.

(P) LAW ENFORCEMENT SCHOLARSHIP PRO-
GRAM.—The definition of institution of higher
education in section 200202 of the Law Enforce-
ment Scholarship and Recruitment Act (42
U.S.C. 14111) is amended—

(i) by striking “1201(a)”’ and inserting ‘“101’*;
and

(ii) by striking ““(20 U.S.C. 1141(a))"".

(14) TELECOMMUNICATIONS.—Section 223(h)(4)
of the Telecommunications Act of 1934 (47 U.S.C.
223(h)(4)) is amended—

(A) by striking ‘“1201”” and inserting
and

(B) by striking ‘(20 U.S.C. 1141)™.

(15) WAR AND NATIONAL DEFENSE.—Section
808(3) of the David L. Boren National Security
Education Act of 1991 (50 U.S.C. 1908(3)) is
amended—

(A) by striking ““1201(a)’” and inserting ‘“101"";
and

(B) by striking ““(20 U.S.C. 1141(a))"".

(b) INTERNAL CROSS REFERENCES.—The Act
(20 U.S.C. 1001 et seq.) is amended—

(1) in section 402A(c)(2) (20 U.S.C. 1070a-
11(c)(2)), by striking ‘1210 and inserting
118’

(2) in section 435(a) (20 U.S.C. 1085(a)), by
striking ‘‘section 481" and inserting ‘‘section
1027;

(3) in section 485(F)(1)(1) (20 U.S.C.
1092(f)(1)(1)), by striking ‘1213’ and inserting
41207’
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(4) in section 487(d) (20 U.S.C. 1094(d)), by
striking ‘‘section 481 and inserting ‘‘section
1027,

(5) in subsections (j) and (k) of section 496 (20
U.S.C. 1099b), by striking ‘‘section 481"’ each
place the term appears and inserting ‘‘section
102°7;

(6) in section 498(i) (20 U.S.C. 1099c) is amend-
ed by striking ‘‘section 481"’ and inserting ‘‘sec-
tion 1027";
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(7) in section 498(j) (20 U.S.C. 1099c(j))—

(A) in paragraph (1), by striking ‘‘sections
481(b)(5) and 481(c)(3)”’ and inserting ‘‘sections
102(b)(1)(E) and 102(c)(1)(C)’"; and

(B) in paragraph (2), by striking ““1201(a)(2)”
and inserting ‘“101(a)(2)’’; and

(8) in section 631(a)(8) (20 U.S.C. 1132(a)(8))—

(A) by striking ‘‘section 1201(a)’” each place
the term appears and inserting ‘‘section 101’;
and

(B) by striking “‘of 1201(a)’’ and inserting ‘‘of
section 101”".

(c) ADDITIONAL CONFORMING AMENDMENTS
CORRECTING REFERENCES TO SECTION 481.—

(1) SCHOOL-TO-WORK OPPORTUNITIES ACT OF
1994.—Section 4 of the School-to-Work Opportu-
nities Act of 1994 (20 U.S.C. 6103) is amended—

(A) in paragraph (11)(B)(viii), by striking
“‘section 481(b)’’ and inserting ‘‘section 102(b)’’;
and

(B) in paragraph (12), by striking ‘‘section
481’ and inserting ‘‘section 102",

(2) NATIONAL AND COMMUNITY SERVICE ACT OF
1990.—Section 148(g) of the National and Com-
munity Service Act of 1990 (42 U.S.C. 12604(g)) is
amended by striking “‘section 481(a) of the High-
er Education Act of 1965 (20 U.S.C. 1088(a))”
and inserting ‘‘section 102 of the Higher Edu-
cation Act of 1965”.

(d) WORKFORCE INVESTMENT ACT OF 1998.—
The Workforce Investment Act of 1998 is amend-
ed—

(1) in section 101(35) (29 U.S.C. 2801(35)), by
striking ‘‘section 481 of the Higher Education
Act of 1965 (20 U.S.C. 1088)"" and inserting ‘‘sec-
tion 102 of the Higher Education Act of 1965’;
and

(2) in section 203(11) (20 U.S.C. 9202(11)), by
striking ‘‘section 1201 of the Higher Education
Act of 1965 (20 U.S.C. 1141)” and inserting ‘‘sec-
tion 101 of the Higher Education Act of 1965"".

TITLE II—_TEACHER QUALITY
201. TEACHER QUALITY ENHANCEMENT

GRANTS.

The Act is amended by inserting after title |
(20 U.S.C. 1001 et seq.) the following:

“TITLE II—TEACHER QUALITY ENHANCE-
MENT GRANTS FOR STATES AND PART-
NERSHIPS

“SEC. 201. PURPOSES; DEFINITIONS.

“‘(a) PURPOSES.—The purposes of this title are
to—

““(1) improve student achievement;

“(2) improve the quality of the current and
future teaching force by improving the prepara-
tion of prospective teachers and enhancing pro-
fessional development activities;

““(3) hold institutions of higher education ac-
countable for preparing teachers who have the
necessary teaching skills and are highly com-
petent in the academic content areas in which
the teachers plan to teach, such as mathematics,
science, English, foreign languages, history, ec-
onomics, art, civics, Government, and geog-
raphy, including training in the effective uses of
technology in the classroom; and

““(4) recruit highly qualified individuals, in-
cluding individuals from other occupations, into
the teaching force.

“‘(b) DEFINITIONS.—In this title:

““(1) ARTS AND SCIENCES.—The term ‘arts and
sciences’ means—

“(A) when referring to an organizational unit
of an institution of higher education, any aca-
demic unit that offers 1 or more academic majors
in disciplines or content areas corresponding to
the academic subject matter areas in which
teachers provide instruction; and

“(B) when referring to a specific academic
subject matter area, the disciplines or content
areas in which academic majors are offered by
the arts and science organizational unit.

““(2) HIGH NEED LOCAL EDUCATIONAL AGEN-
cy.—The term ‘high need local educational
agency’ means a local educational agency that
serves an elementary school or secondary school
located in an area in which there is—
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“(A) a high percentage of individuals from
families with incomes below the poverty line;

“(B) a high percentage of secondary school
teachers not teaching in the content area in
which the teachers were trained to teach; or

““(C) a high teacher turnover rate.

““(3) POVERTY LINE.—The term ‘poverty line’
means the poverty line (as defined by the Office
of Management and Budget, and revised annu-
ally in accordance with section 673(2) of the
Community Services Block Grant Act (42 U.S.C.
9902(2))) applicable to a family of the size in-
volved.

“SEC. 202. STATE GRANTS.

““(a) IN GENERAL.—From amounts made avail-
able under section 210(1) for a fiscal year, the
Secretary is authorized to award grants under
this section, on a competitive basis, to eligible
States to enable the eligible States to carry out
the activities described in subsection (d).

““(b) ELIGIBLE STATE.—

““(1) DEFINITION.—In this title, the term ‘eligi-
ble State’” means—

““(A) the Governor of a State; or

“(B) in the case of a State for which the con-
stitution or law of such State designates another
individual, entity, or agency in the State to be
responsible for teacher certification and prepa-
ration activity, such individual, entity, or agen-
cy.
““(2) CONSULTATION.—The Governor and the
individual, entity, or agency designated under
paragraph (1) shall consult with the Governor,
State board of education, State educational
agency, or State agency for higher education, as
appropriate, with respect to the activities as-
sisted under this section.

““(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed to negate or supersede
the legal authority under State law of any State
agency, State entity, or State public official over
programs that are under the jurisdiction of the
agency, entity, or official.

““(c) APPLICATION.—To be eligible to receive a
grant under this section, an eligible State shall,
at the time of the initial grant application, sub-
mit an application to the Secretary that—

‘(1) meets the requirement of this section;

““(2) includes a description of how the eligible
State intends to use funds provided under this
section; and

““(3) contains such other information and as-
surances as the Secretary may require.

““(d) Uses oF FunDs.—AnN eligible State that
receives a grant under this section shall use the
grant funds to reform teacher preparation re-
quirements, and to ensure that current and fu-
ture teachers possess the necessary teaching
skills and academic content knowledge in the
subject areas in which the teachers are assigned
to teach, by carrying out 1 or more of the fol-
lowing activities:

“(1) ReFoORMSs.—Implementing reforms that
hold institutions of higher education with
teacher preparation programs accountable for
preparing teachers who are highly competent in
the academic content areas in which the teach-
ers plan to teach, and possess strong teaching
skills, which may include the use of rigorous
subject matter competency tests and the require-
ment that a teacher have an academic major in
the subject area, or related discipline, in which
the teacher plans to teach.

““(2) CERTIFICATION OR LICENSURE REQUIRE-
MENTS.—Reforming teacher certification or li-
censure requirements to ensure that teachers
have the necessary teaching skills and academic
content knowledge in the subject areas in which
teachers are assigned to teach.

““(3) ALTERNATIVES TO TRADITIONAL PREPARA-
TION FOR TEACHING.—Providing prospective
teachers with alternatives to traditional prepa-
ration for teaching through programs at colleges
of arts and sciences or at nonprofit educational
organizations.

““(4) ALTERNATIVE ROUTES TO STATE CERTIFI-
CATION.—Carrying out programs that—
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““(A) include support during the initial teach-
ing experience; and

‘“(B) establish, expand, or improve alternative
routes to State certification of teachers for high-
ly qualified individuals, including mid-career
professionals from other occupations, para-
professionals, former military personnel and re-
cent college graduates with records of academic
distinction.

““(5) RECRUITMENT; PAY; REMOVAL.—Develop-
ing and implementing effective mechanisms to
ensure that local educational agencies and
schools are able to effectively recruit highly
qualified teachers, to financially reward those
teachers and principals whose students have
made significant progress toward high academic
performance, such as through performance-
based compensation systems and access to ongo-
ing professional development opportunities for
teachers and administrators, and to expedi-
tiously remove incompetent or unqualified
teachers consistent with procedures to ensure
due process for the teachers.

‘“(6) SocliAL PROMOTION.—Development and
implementation of efforts to address the problem
of social promotion and to prepare teachers to
effectively address the issues raised by ending
the practice of social promotion.

“(7) RECRUITMENT.—Activities described in
section 204(d).

“SEC. 203. PARTNERSHIP GRANTS.

““(a) GRANTS.—From amounts made available
under section 210(2) for a fiscal year, the Sec-
retary is authorized to award grants under this
section, on a competitive basis, to eligible part-
nerships to enable the eligible partnerships to
carry out the activities described in subsections
(d) and (e).

““(b) DEFINITIONS.—

““(1) ELIGIBLE PARTNERSHIPS.—In this title,
the term ‘eligible partnerships’ means an entity
that—

““(A) shall include—

‘(i) a partner institution;

“(ii) a school of arts and sciences; and

““(iii) a high need local educational agency;
and

“(B) may include a Governor, State edu-
cational agency, the State board of education,
the State agency for higher education, an insti-
tution of higher education not described in sub-
paragraph (A), a public charter school, a public
or private elementary school or secondary
school, a public or private nonprofit educational
organization, a business, a teacher organiza-
tion, or a prekindergarten program.

““(2) PARTNER INSTITUTION.—In this section,
the term ‘partner institution’ means a private
independent or State-supported public institu-
tion of higher education, the teacher training
program of which demonstrates that—

““(A) graduates from the teacher training pro-
gram exhibit strong performance on State-deter-
mined qualifying assessments for new teachers
through—

‘(i) demonstrating that 80 percent or more of
the graduates of the program who intend to
enter the field of teaching have passed all of the
applicable State qualification assessments for
new teachers, which shall include an assessment
of each prospective teacher’s subject matter
knowledge in the content area or areas in which
the teacher intends to teach; or

‘(i) being ranked among the highest-perform-
ing teacher preparation programs in the State as
determined by the State—

‘(1) using criteria consistent with the require-
ments for the State report card under section
207(b); and

“(I11) using the State report card on teacher
preparation required under section 207(b), after
the first publication of such report card and for
every year thereafter; or

““(B) the teacher training program requires all
the students of the program to participate in in-
tensive clinical experience, to meet high aca-
demic standards, and—
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“(i) in the case of secondary school can-
didates, to successfully complete an academic
major in the subject area in which the candidate
intends to teach or to demonstrate competence
through a high level of performance in relevant
content areas; and

‘(i) in the case of elementary school can-
didates, to successfully complete an academic
major in the arts and sciences or to demonstrate
competence through a high level of performance
in core academic subject areas.

““(c) APPLICATION.—Each eligible partnership
desiring a grant under this section shall submit
an application to the Secretary at such time, in
such manner, and accompanied by such infor-
mation as the Secretary may require. Each such
application shall—

“(1) contain a needs assessment of all the
partners with respect to teaching and learning
and a description of how the partnership will
coordinate with other teacher training or profes-
sional development programs, and how the ac-
tivities of the partnership will be consistent with
State, local, and other education reform activi-
ties that promote student achievement;

““(2) contain a resource assessment that de-
scribes the resources available to the partner-
ship, the intended use of the grant funds, in-
cluding a description of how the grant funds
will be fairly distributed in accordance with
subsection (f), and the commitment of the re-
sources of the partnership to the activities as-
sisted under this title, including financial sup-
port, faculty participation, time commitments,
and continuation of the activities when the
grant ends; and

““(3) contain a description of—

“(A) how the partnership will meet the pur-
poses of this title;

“(B) how the partnership will carry out the
activities required under subsection (d) and any
permissible activities under subsection (e); and

““(C) the partnership’s evaluation plan pursu-
ant to section 206(b).

““(d) REQUIRED UseS OF FuUNDs.—An eligible
partnership that receives a grant under this sec-
tion shall use the grant funds to carry out the
following activities:

‘(1) REFORMs.—Implementing reforms within
teacher preparation programs to hold the pro-
grams accountable for preparing teachers who
are highly competent in the academic content
areas in which the teachers plan to teach, and
for promoting strong teaching skills, including
working with a school of arts and sciences and
integrating reliable research-based teaching
methods into the curriculum, which curriculum
shall include programs designed to successfully
integrate technology into teaching and learning.

““(2) CLINICAL EXPERIENCE AND INTERACTION.—
Providing sustained and high quality preservice
clinical experience including the mentoring of
prospective teachers by veteran teachers, and
substantially increasing interaction between
faculty at institutions of higher education and
new and experienced teachers, principals, and
other administrators at elementary schools or
secondary schools, and providing support, in-
cluding preparation time, for such interaction.

““(3) PROFESSIONAL DEVELOPMENT.—Creating
opportunities for enhanced and ongoing profes-
sional development that improves the academic
content knowledge of teachers in the subject
areas in which the teachers are certified to
teach or in which the teachers are working to-
ward certification to teach, and that promotes
strong teaching skills.

““(e) ALLOWABLE USES OF FUNDS.—An eligible
partnership that receives a grant under this sec-
tion may use such funds to carry out the follow-
ing activities:

““(1) TEACHER PREPARATION AND PARENT IN-
VOLVEMENT.—Preparing teachers to work with
diverse student populations, including individ-
uals with disabilities and limited English pro-
ficient individuals, and involving parents in the
teacher preparation program reform process.

““(2) DISSEMINATION AND COORDINATION.—
Broadly disseminating information on effective
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practices used by the partnership, and coordi-
nating with the activities of the Governor, State
board of education, State higher education
agency, and State educational agency, as ap-
propriate.

““(83) MANAGERIAL AND LEADERSHIP SKILLS.—
Developing and implementing proven mecha-
nisms to provide principals and superintendents
with effective managerial and leadership skills
that result in increased student achievement.

‘“(4) TEACHER RECRUITMENT.—Activities de-
scribed in section 204(d).

““(f) SPECIAL RULE.—No individual member of
an eligible partnership shall retain more than 50
percent of the funds made available to the part-
nership under this section.

““(g) CONSTRUCTION.—Nothing in this section
shall be construed to prohibit an eligible part-
nership from using grant funds to coordinate
with the activities of more than one Governor,
State board of education, State educational
agency, local educational agency, or State agen-
cy for higher education.

“SEC. 204. TEACHER RECRUITMENT GRANTS.

““(a) PROGRAM AUTHORIZED.—From amounts
made available under section 210(3) for a fiscal
year, the Secretary is authorized to award
grants, on a competitive basis, to eligible appli-
cants to enable the eligible applicants to carry
out activities described in subsection (d).

““(b) ELIGIBLE APPLICANT DEFINED.—In this
title, the term ‘eligible applicant’ means—

““(1) an eligible State described in section
202(b); or

““(2) an eligible partnership described in sec-
tion 203(b).

““(c) APPLICATION.—ANY eligible applicant de-
siring to receive a grant under this section shall
submit an application to the Secretary at such
time, in such form, and containing such infor-
mation as the Secretary may require, includ-
ing—

““(1) a description of the assessment that the
eligible applicant, and the other entities with
whom the eligible applicant will carry out the
grant activities, have undertaken to determine
the most critical needs of the participating high-
need local educational agencies;

““(2) a description of the activities the eligible
applicant will carry out with the grant; and

““(3) a description of the eligible applicant’s
plan for continuing the activities carried out
with the grant, once Federal funding ceases.

““(d) Uses oF FunDs.—Each eligible applicant
receiving a grant under this section shall use
the grant funds—

“(1)(A) to award scholarships to help students
pay the costs of tuition, room, board, and other
expenses of completing a teacher preparation
program;

““(B) to provide support services, if needed to
enable scholarship recipients to complete post-
secondary education programs; and

““(C) for followup services provided to former
scholarship recipients during the recipients first
3 years of teaching; or

““(2) to develop and implement effective mech-
anisms to ensure that high need local edu-
cational agencies and schools are able to effec-
tively recruit highly qualified teachers.

““(e) SERVICE REQUIREMENTS.—The Secretary
shall establish such requirements as the Sec-
retary finds necessary to ensure that recipients
of scholarships under this section who complete
teacher education programs subsequently teach
in a high-need local educational agency, for a
period of time equivalent to the period for which
the recipients receive scholarship assistance, or
repay the amount of the scholarship. The Sec-
retary shall use any such repayments to carry
out additional activities under this section.
“SEC. 205. ADMINISTRATIVE PROVISIONS.

‘“(@) DURATION; ONE-TIME AWARDS;
MENTS.—

‘(1) DURATION.—

““(A) ELIGIBLE STATES AND ELIGIBLE APPLI-
CANTS.—Grants awarded to eligible States and
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eligible applicants under this title shall be
awarded for a period not to exceed 3 years.

““(B) ELIGIBLE PARTNERSHIPS.—Grants award-
ed to eligible partnerships under this title shall
be awarded for a period of 5 years.

““(2) ONE-TIME AWARD.—AN eligible State and
an eligible partnership may receive a grant
under each of sections 202, 203, and 204 only
once.

““(3) PAYMENTS.—The Secretary shall make
annual payments of grant funds awarded under
this part.

““(b) PEER REVIEW.—

‘(1) PANEL.—The Secretary shall provide the
applications submitted under this title to a peer
review panel for evaluation. With respect to
each application, the peer review panel shall
initially recommend the application for funding
or for disapproval.

“(2) PRIORITY.—INn recommending applica-
tions to the Secretary for funding under this
title, the panel shall—

““(A) with respect to grants under section 202,
give priority to eligible States serving States
that—

‘(i) have initiatives to reform State teacher
certification requirements that are designed to
ensure that current and future teachers possess
the necessary teaching skills and academic con-
tent knowledge in the subject areas in which the
teachers are certified or licensed to teach;

“(ii) include innovative reforms to hold insti-
tutions of higher education with teacher prepa-
ration programs accountable for preparing
teachers who are highly competent in the aca-
demic content area in which the teachers plan
to teach and have strong teaching skills; or

“(iii) involve the development of innovative
efforts aimed at reducing the shortage of highly
qualified teachers in high poverty urban and
rural areas;

‘“(B) with respect to grants under section
203—

‘(i) give priority to applications from eligible
partnerships that involve businesses; and

‘(i) take into consideration—

“() providing an equitable geographic dis-
tribution of the grants throughout the United
States; and

“(I11) the potential of the proposed activities
for creating improvement and positive change.

““(3) SECRETARIAL SELECTION.—The Secretary
shall determine, based on the peer review proc-
ess, which application shall receive funding and
the amounts of the grants. In determining grant
amounts, the Secretary shall take into account
the total amount of funds available for all
grants under this title and the types of activities
proposed to be carried out.

‘() MATCHING REQUIREMENTS.—

““(1) STATE GRANTS.—Each eligible State re-
ceiving a grant under section 202 or 204 shall
provide, from non-Federal sources, an amount
equal to 50 percent of the amount of the grant
(in cash or in kind) to carry out the activities
supported by the grant.

““(2) PARTNERSHIP GRANTS.—Each eligible
partnership receiving a grant under section 203
or 204 shall provide, from non-Federal sources
(in cash or in kind), an amount equal to 25 per-
cent of the grant for the first year of the grant,
35 percent of the grant for the second year of
the grant, and 50 percent of the grant for each
succeeding year of the grant.

“(d) LIMITATION ON ADMINISTRATIVE EX-
PENSES.—AnN eligible State or eligible partnership
that receives a grant under this title may not
use more than 2 percent of the grant funds for
purposes of administering the grant.

‘“(e) TEACHER QUALIFICATIONS PROVIDED TO
PARENTS UPON REQUEST.—Any local edu-
cational agency or school that benefits from the
activities assisted under this title shall make
available, upon request and in an understand-
able and uniform format, to any parent of a stu-
dent attending any school served by the local
educational agency, information regarding the
qualification of the student’s classroom teacher
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with regard to the subject matter in which the
teacher provides instruction. The local edu-
cational agency shall inform parents that the
parents are entitled to receive the information
upon request.

“SEC. 206. ACCOUNTABILITY AND EVALUATION.

““(a) STATE GRANT ACCOUNTABILITY REPORT.—
An eligible State that receives a grant under sec-
tion 202 shall submit an annual accountability
report to the Secretary, the Committee on Labor
and Human Resources of the Senate, and the
Committee on Education and the Workforce of
the House of Representatives. Such report shall
include a description of the degree to which the
eligible State, in using funds provided under
such section, has made substantial progress in
meeting the following goals:

““(1) STUDENT ACHIEVEMENT.—InNcreasing stu-
dent achievement for all students as defined by
the eligible State.

““(2) RAISING STANDARDS.—Raising the State
academic standards required to enter the teach-
ing profession, including, where appropriate,
through the use of incentives to incorporate the
requirement of an academic major in the subject,
or related discipline, in which the teacher plans
to teach.

““(3) INITIAL CERTIFICATION OR LICENSURE.—
Increasing success in the pass rate for initial
State teacher certification or licensure, or in-
creasing the numbers of highly qualified indi-
viduals being certified or licensed as teachers
through alternative programs.

“‘(4) CORE ACADEMIC SUBJECTS.—

““(A) SECONDARY SCHOOL CLASSES.—Increasing
the percentage of secondary school classes
taught in core academic subject areas by teach-
ers—

‘(i) with academic majors in those areas or in
a related field;

““(if) who can demonstrate a high level of com-
petence through rigorous academic subject area
tests; or

“@iii) who can demonstrate competence
through a high level of performance in relevant
content areas.

““(B) ELEMENTARY SCHOOL CLASSES.—Increas-
ing the percentage of elementary school classes
taught by teachers—

‘(i) with academic majors in the arts and
sciences; or

“@ii) who can demonstrate competence
through a high level of performance in core aca-
demic subjects.

‘“(5) DECREASING TEACHER SHORTAGES.—De-
creasing shortages of qualified teachers in poor
urban and rural areas.

““(6) INCREASING OPPORTUNITIES FOR PROFES-
SIONAL DEVELOPMENT.—InNcreasing opportunities
for enhanced and ongoing professional develop-
ment that improves the academic content knowl-
edge of teachers in the subject areas in which
the teachers are certified or licensed to teach or
in which the teachers are working toward cer-
tification or licensure to teach, and that pro-
motes strong teaching skills.

“(7) TECHNOLOGY INTEGRATION.—Increasing
the number of teachers prepared to integrate
technology in the classroom.

“(b) ELIGIBLE PARTNERSHIP EVALUATION.—
Each eligible partnership receiving a grant
under section 203 shall establish and include in
the application submitted under section 203(c),
an evaluation plan that includes strong per-
formance objectives. The plan shall include ob-
jectives and measures for—

““(1) increased student achievement for all stu-
dents as measured by the partnership;

““(2) increased teacher retention in the first 3
years of a teacher’s career;

““(3) increased success in the pass rate for ini-
tial State certification or licensure of teachers;
and

““(4) increased percentage of secondary school
classes taught in core academic subject areas by
teachers—

““(A) with academic majors in the areas or in
a related field; and
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“(B) who can demonstrate a high level of
competence through rigorous academic subject
area tests or who can demonstrate competence
through a high level of performance in relevant
content areas;

““(5) increasing the percentage of elementary
school classes taught by teachers with academic
majors in the arts and sciences or who dem-
onstrate competence through a high level of per-
formance in core academic subject areas; and

““(6) increasing the number of teachers trained
in technology.

“‘(c) REVOCATION OF GRANT.—

‘(1) ReEPORT.—Each eligible State or eligible
partnership receiving a grant under this title
shall report annually on the progress of the eli-
gible State or eligible partnership toward meet-
ing the purposes of this title and the goals, ob-
jectives, and measures described in subsections
(a) and (b).

““(2) REVOCATION.—

“(A) ELIGIBLE STATES AND ELIGIBLE APPLI-
CANTS.—If the Secretary determines that an eli-
gible State or eligible applicant is not making
substantial progress in meeting the purposes,
goals, objectives, and measures, as appropriate,
by the end of the second year of a grant under
this title, then the grant payment shall not be
made for the third year of the grant.

“(B) ELIGIBLE PARTNERSHIPS.—If the Sec-
retary determines that an eligible partnership is
not making substantial progress in meeting the
purposes, goals, objectives, and measures, as ap-
propriate, by the end of the third year of a
grant under this title, then the grant payments
shall not be made for any succeeding year of the
grant.

““(d) EVALUATION AND DISSEMINATION.—The
Secretary shall evaluate the activities funded
under this title and report the Secretary’s find-
ings regarding the activities to the Committee on
Labor and Human Resources of the Senate and
the Committee on Education and the Workforce
of the House of Representatives. The Secretary
shall broadly disseminate successful practices
developed by eligible States and eligible partner-
ships under this title, and shall broadly dissemi-
nate information regarding such practices that
were found to be ineffective.

“SEC. 207. ACCOUNTABILITY FOR PROGRAMS
THAT PREPARE TEACHERS.

‘“(a) DEVELOPMENT OF DEFINITIONS AND RE-
PORTING METHODS.—Within 9 months of the
date of enactment of the Higher Education
Amendments of 1998, the Commissioner of the
National Center for Education Statistics, in con-
sultation with States and institutions of higher
education, shall develop key definitions for
terms, and uniform reporting methods (includ-
ing the key definitions for the consistent report-
ing of pass rates), related to the performance of
elementary school and secondary school teacher
preparation programs.

““(b) STATE REPORT CARD ON THE QUALITY OF
TEACHER PREPARATION.—Each State that re-
ceives funds under this Act shall provide to the
Secretary, within 2 years of the date of enact-
ment of the Higher Education Amendments of
1998, and annually thereafter, in a uniform and
comprehensible manner that conforms with the
definitions and methods established in sub-
section (@), a State report card on the quality of
teacher preparation in the State, which shall in-
clude at least the following:

““(1) A description of the teacher certification
and licensure assessments, and any other cer-
tification and licensure requirements, used by
the State.

““(2) The standards and criteria that prospec-
tive teachers must meet in order to attain initial
teacher certification or licensure and to be cer-
tified or licensed to teach particular subjects or
in particular grades within the State.

““(3) A description of the extent to which the
assessments and requirements described in para-
graph (1) are aligned with the State’s standards
and assessments for students.

““(4) The percentage of teaching candidates
who passed each of the assessments used by the

CONGRESSIONAL RECORD —HOUSE

State for teacher certification and licensure,
and the passing score on each assessment that
determines whether a candidate has passed that
assessment.

““(5) The percentage of teaching candidates
who passed each of the assessments used by the
State for teacher certification and licensure,
disaggregated and ranked, by the teacher prepa-
ration program in that State from which the
teacher candidate received the candidate’s most
recent degree, which shall be made available
widely and publicly.

‘“(6) Information on the extent to which
teachers in the State are given waivers of State
certification or licensure requirements, includ-
ing the proportion of such teachers distributed
across high- and low-poverty school districts
and across subject areas.

““(7) A description of each State’s alternative
routes to teacher certification, if any, and the
percentage of teachers certified through alter-
native certification routes who pass State teach-
er certification or licensure assessments.

*“(8) For each State, a description of proposed
criteria for assessing the performance of teacher
preparation programs within institutions of
higher education in the State, including indica-
tors of teacher candidate knowledge and skills.

“(9) Information on the extent to which
teachers or prospective teachers in each State
are required to take examinations or other as-
sessments of their subject matter knowledge in
the area or areas in which the teachers provide
instruction, the standards established for pass-
ing any such assessments, and the extent to
which teachers or prospective teachers are re-
quired to receive a passing score on such assess-
ments in order to teach in specific subject areas
or grade levels.

““(c) INITIAL REPORT.—

“(1) IN GENERAL.—Each State that receives
funds under this Act, not later than 6 months of
the date of enactment of the Higher Education
Amendments of 1998 and in a uniform and com-
prehensible manner, shall submit to the Sec-
retary the information described in paragraphs
(1), (5), and (6) of subsection (b). Such informa-
tion shall be compiled by the Secretary and sub-
mitted to the Committee on Labor and Human
Resources of the Senate and the Committee on
Education and the Workforce of the House of
Representatives not later than 9 months after
the date of enactment of the Higher Education
Amendments of 1998.

““(2) CONSTRUCTION.—Nothing in this sub-
section shall be construed to require a State to
gather information that is not in the possession
of the State or the teacher preparation programs
in the State, or readily available to the State or
teacher preparation programs.

‘‘(d) REPORT OF THE SECRETARY ON THE QUAL-
ITY OF TEACHER PREPARATION.—

““(1) REPORT CARD.—The Secretary shall pro-
vide to Congress, and publish and make widely
available, a report card on teacher qualifica-
tions and preparation in the United States, in-
cluding all the information reported in para-
graphs (1) through (9) of subsection (b). Such
report shall identify States for which eligible
States and eligible partnerships received a grant
under this title. Such report shall be so pro-
vided, published and made available not later
than 2 years 6 months after the date of enact-
ment of the Higher Education Amendments of
1998 and annually thereafter.

““(2) REPORT TO CONGRESS.—The Secretary
shall report to Congress—

““(A) a comparison of States’ efforts to improve
teaching quality; and

““(B) regarding the national mean and median
scores on any standardized test that is used in
more than 1 State for teacher certification or li-
censure.

““(3) SPECIAL RULE.—In the case of teacher
preparation programs with fewer than 10 grad-
uates taking any single initial teacher certifi-
cation or licensure assessment during an aca-
demic year, the Secretary shall collect and pub-
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lish information with respect to an average pass
rate on State certification or licensure assess-
ments taken over a 3 year period.

“‘(e) COORDINATION.—The Secretary, to the ex-
tent practicable, shall coordinate the informa-
tion collected and published under this title
among States for individuals who took State
teacher certification or licensure assessments in
a State other than the State in which the indi-
vidual received the individual’s most recent de-
gree.

“(f) INSTITUTIONAL REPORT CARDS ON THE
QUALITY OF TEACHER PREPARATION.—

““(1) REPORT CARD.—Each institution of high-
er education that conducts a teacher prepara-
tion program that enrolls students receiving
Federal assistance under this Act, not later
than 18 months after the date of enactment of
the Higher Education Amendments of 1998 and
annually thereafter, shall report to the State
and the general public, in a uniform and com-
prehensible manner that conforms with the defi-
nitions and methods established under sub-
section (a), the following information:

“(A) PAss RATE.—(i) For the most recent year
for which the information is available, the pass
rate of the institution’s graduates on the teach-
er certification or licensure assessments of the
State in which the institution is located, but
only for those students who took those assess-
ments within 3 years of completing the program.

““(ii) A comparison of the program’s pass rate
with the average pass rate for programs in the
State.

“(iii) In the case of teacher preparation pro-
grams with fewer than 10 graduates taking any
single initial teacher certification or licensure
assessment during an academic year, the insti-
tution shall collect and publish information
with respect to an average pass rate on State
certification or licensure assessments taken over
a 3 year period.

““(B) PROGRAM INFORMATION.—The number of
students in the program, the average number of
hours of supervised practice teaching required
for those in the program, and the faculty-stu-
dent ratio in supervised practice teaching.

““(C) STATEMENT.—In States that approve or
accredit teacher education programs, a state-
ment of whether the institution’s program is so
approved or accredited.

‘(D) DESIGNATION AS LOW-PERFORMING.—
Whether the program has been designated as
low-performing by the State under section

208(a).
“(2) REQUIREMENT.—The information de-
scribed in paragraph (1) shall be reported

through publications such as school catalogs
and promotional materials sent to potential ap-
plicants, secondary school guidance counselors,
and prospective employers of the institution’s
program graduates.

““(3) FINES.—In addition to the actions au-
thorized in section 487(c), the Secretary may im-
pose a fine not to exceed $25,000 on an institu-
tion of higher education for failure to provide
the information described in this subsection in a
timely or accurate manner.

“SEC. 208. STATE FUNCTIONS.

““(a) STATE ASSESSMENT.—In order to receive
funds under this Act, a State, not later than 2
years after the date of enactment of the Higher
Education Amendments of 1998, shall have in
place a procedure to identify, and assist,
through the provision of technical assistance,
low-performing programs of teacher preparation
within institutions of higher education. Such
State shall provide the Secretary an annual list
of such low-performing institutions that in-
cludes an identification of those institutions at-
risk of being placed on such list. Such levels of
performance shall be determined solely by the
State and may include criteria based upon in-
formation collected pursuant to this title. Such
assessment shall be described in the report
under section 207(b).

“‘(b) TERMINATION OF ELIGIBILITY.—AnNYy insti-
tution of higher education that offers a program
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of teacher preparation in which the State has
withdrawn the State’s approval or terminated
the State’s financial support due to the low per-
formance of the institution’s teacher prepara-
tion program based upon the State assessment
described in subsection (a)—

“(1) shall be ineligible for any funding for
professional development activities awarded by
the Department of Education; and

““(2) shall not be permitted to accept or enroll
any student that receives aid under title 1V of
this Act in the institution’s teacher preparation
program.

““(c) NEGOTIATED RULEMAKING.—If the Sec-
retary develops any regulations implementing
subsection (b)(2), the Secretary shall submit
such proposed regulations to a negotiated rule-
making process, which shall include representa-
tives of States, institutions of higher education,
and educational and student organizations.
“SEC. 209. GENERAL PROVISIONS.

“(a) METHODS.—In complying with sections
207 and 208, the Secretary shall ensure that
States and institutions of higher education use
fair and equitable methods in reporting and that
the reporting methods protect the privacy of in-
dividuals.

““(b) SPECIAL RULE.—For each State in which
there are no State certification or licensure as-
sessments, or for States that do not set minimum
performance levels on those assessments—

““(1) the Secretary shall, to the extent prac-
ticable, collect data comparable to the data re-
quired under this title from States, local edu-
cational agencies, institutions of higher edu-
cation, or other entities that administer such as-
sessments to teachers or prospective teachers;
and

“(2) notwithstanding any other provision of
this title, the Secretary shall use such data to
carry out requirements of this title related to as-
sessments or pass rates.

““(c) LIMITATIONS.—

‘(1) FEDERAL CONTROL PROHIBITED.—Nothing
in this title shall be construed to permit, allow,
encourage, or authorize any Federal control
over any aspect of any private, religious, or
home school, whether or not a home school is
treated as a private school or home school under
State law. This section shall not be construed to
prohibit private, religious, or home schools from
participation in programs or services under this
title.

““(2) NO CHANGE IN STATE CONTROL ENCOUR-
AGED OR REQUIRED.—Nothing in this title shall
be construed to encourage or require any
change in a State’s treatment of any private, re-
ligious, or home school, whether or not a home
school is treated as a private school or home
school under State law.

““(3) NATIONAL SYSTEM OF TEACHER CERTIFI-
CATION PROHIBITED.—Nothing in this title shall
be construed to permit, allow, encourage, or au-
thorize the Secretary to establish or support any
national system of teacher certification.

“SEC. 210. AUTHORIZATION OF APPROPRIATIONS.

“There are authorized to be appropriated to
carry out this title $300,000,000 for fiscal year
1999 and such sums as may be necessary for
each of the 4 succeeding fiscal years, of which—

““(1) 45 percent shall be available for each fis-
cal year to award grants under section 202;

““(2) 45 percent shall be available for each fis-
cal year to award grants under section 203; and

““(3) 10 percent shall be available for each fis-
cal year to award grants under section 204.”".

TITLE IHI—INSTITUTIONAL AID
SEC. 301. TRANSFERS AND REDESIGNATIONS.

(a) IN GENERAL.—The Higher Education Act
of 1965 is amended—

(1) by redesignating part D of title 111 (20
U.S.C. 1066 et seq.) as part F of title I11;

(2) by redesignating sections 351, 352, 353, 354,
356, 357, 358, and 360 (20 U.S.C. 1066, 1067, 1068,
1069, 1069b, 1069c, 1069d, and 1069f) as sections
391, 392, 393, 394, 395, 396, 397, and 399, respec-
tively;
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(3) by transferring part B of title VII (20
U.S.C. 1132c et seq.) to title 111 to follow part C
of title 111 (20 U.S.C. 1065 et seq.), and redesig-
nating such part B as part D;

(4) by redesignating sections 721 through 728
(20 U.S.C. 1132c and 1132c-7) as sections 341
through 348, respectively;

(5) by transferring subparts 1 and 3 of part B
of title X (20 U.S.C. 1135b et seq. and 1135d et
seq.) to title 111 to follow part D of title Il (as
redesignated by paragraph (3)), and redesignat-
ing such subpart 3 as subpart 2;

(6) by inserting after part D of title 111 (as re-
designated by paragraph (3)) the following:

“PART E—MINORITY SCIENCE AND
ENGINEERING IMPROVEMENT PROGRAM”’;

(7) by redesignating sections 1021 through 1023
(20 U.S.C. 1135b and 1135b-2), and sections 1041,
1042, 1043, 1044, 1046, and 1047 (20 U.S.C. 1135d,
1135d-1, 1135d-2, 1135d-3, 1135d-5, and 1135d-6)
as sections 351 through 353, and sections 361,
362, 363, 364, 365, and 366, respectively; and

(8) by repealing section 366 (as redesignated
by paragraph (7)) (20 U.S.C. 1135d-6).

(b) CONFORMING AMENDMENTS.—Section 361
(as redesignated by subsection (a)(7)) (20 U.S.C.
1135d) is amended—

(1) in paragraph (1), by inserting ‘““and’’ after
the semicolon;

(2) in paragraph (2), by striking *‘; and’” and
inserting a period; and

(3) by striking paragraph (3).

(c) CROsSS REFERENCES.—Title 111 (20 U.S.C.
1051 et seq.) is amended—

(1) in section 311(b) (20 U.S.C. 1057(b)), by
striking “360(a)(1)’’ and inserting ““399(a)(1)’’;

(2) in section 312 (20 U.S.C. 1058)—

(A) in subsection (b)(1)(B), by
*“352(b)”” and inserting *392(b)’’; and

(B) in subsection (c)(2), by striking *‘352(a)’’
and inserting ‘“392(a)’’;

(3) in section 313(b) (20 U.S.C. 1059(b)), by
striking ‘“354(a)(1)”’ and inserting ‘394(a)(1)’’;

(4) in section 342 (as redesignated by sub-
section (a)(4)) (20 U.S.C. 1132c-1)—

(A) in paragraph (3), by striking ““723(b)”* and
inserting ‘“343(b)’’;

(B) in paragraph (4), by striking ‘723"’ and
inserting ‘‘343"’;

(C) in the matter preceding subparagraph (A)
of paragraph (5), by striking ““724(b)”” and in-
serting ‘‘344(b)"’;

(D) in paragraph (8), by striking ““725(1)”" and
inserting ““345(1)”’; and

(E) in paragraph (9), by striking ““727"" and
inserting “‘347"’;

(5) in section 343 (as redesignated by sub-
section (a)(4)) (20 U.S.C. 1132c-2)—

(A) in subsection (a), by striking ‘724’ and
inserting ‘‘344’’; and

(B) in subsection (b)—

(i) in the matter preceding paragraph (1), by
striking ““725(1) and 726"’ and inserting ‘‘345(1)
and 346°’;

(ii) in paragraph (10), by striking ‘724"’ and
inserting ‘‘344’’; and

(iii) in subsection (d), by striking ““723(c)(1)”’
and inserting ‘*343(c)(1)"’;

(6) in section 345(2) (as redesignated by sub-
section (a)(4)) (20 U.S.C. 1132c-4(2)), by striking
723 and inserting ‘“343’";

(7) in section 348 (as redesignated by sub-
section (a)(4)) (20 U.S.C. 1132c-7), by striking
“725(1)” and inserting ‘*345(1)"’;

(8) in section 353(a) (as redesignated by sub-
section (a)(7)) (20 U.S.C. 1135b-2(a))—

(A) in paragraph (1), by striking ‘‘1046(6)"’
and inserting ‘“365(6)"";

(B) in paragraph (2), by striking ““1046(7)’
and inserting ‘“365(7)"";

(C) in paragraph (3), by striking ‘“1046(8)"
and inserting ‘‘365(8)’’; and

(D) in paragraph (4), by striking ‘‘1046(9)’
and inserting ‘“365(9)"’;

(9) in section 361(1) (as redesignated by sub-
section (a)(7)) (20 U.S.C. 1135d(1)), by striking
“1046(3)’ and inserting ‘*365(3)"";
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(10) in section 362(a) (as redesignated by sub-
section (a)(7)) (20 U.S.C. 1135d-1(a))—

(A) in the matter preceding paragraph (1), by
striking ““1041”’ and inserting ‘*361°’; and

(B) in paragraph (1), by striking ““1021(b)”’
and inserting ‘*351(b)”’; and

(11) in section 391(b)(6) (as redesignated by
subsection (a)(2)), by striking ““357"” and insert-
ing ‘396",

SEC. 302. FINDINGS.

Section 301(a) (20 U.S.C. 1051(a)) is amended—

(1) by redesignating paragraphs (3) through
(7) as paragraphs (4) through (8), respectively;
and

(2) by inserting after paragraph (2) the follow-
ing:
““(3) in order to be competitive and provide a
high-quality education for all, institutions of
higher education should improve their techno-
logical capacity and make effective use of tech-
nology;™”.

SEC. 303. STRENGTHENING INSTITUTIONS.

(a) GRANTS.—Section 311 (20 U.S.C. 1057) is
amended by adding at the end the following:

““(c) AUTHORIZED ACTIVITIES.—Grants award-
ed under this section shall be used for 1 or more
of the following activities:

““(1) Purchase, rental, or lease of scientific or
laboratory equipment for educational purposes,
including instructional and research purposes.

““(2) Construction, maintenance, renovation,
and improvement in classrooms, libraries, lab-
oratories, and other instructional facilities, in-
cluding the integration of computer technology
into institutional facilities to create smart build-
ings.

““(3) Support of faculty exchanges, faculty de-
velopment, and faculty fellowships to assist in
attaining advanced degrees in the field of in-
struction of the faculty.

““(4) Development and improvement of aca-
demic programs.

““(5) Purchase of library books, periodicals,
and other educational materials, including tele-
communications program material.

““(6) Tutoring, counseling, and student service
programs designed to improve academic success.

“(7) Funds management, administrative man-
agement, and acquisition of equipment for use
in strengthening funds management.

““(8) Joint use of facilities, such as laboratories
and libraries.

““(9) Establishing or improving a development
office to strengthen or improve contributions
from alumni and the private sector.

““(10) Establishing or improving an endowment
fund.

““(11) Creating or improving facilities for
Internet or other distance learning academic in-
struction capabilities, including purchase or
rental of telecommunications technology equip-
ment or services.

““(12) Other activities proposed in the applica-
tion submitted pursuant to subsection (c) that—

““(A) contribute to carrying out the purposes
of the program assisted under this part; and

““(B) are approved by the Secretary as part of
the review and acceptance of such application.

“‘(d) ENDOWMENT FUND.—

““(1) IN GENERAL.—AnN eligible institution may
use not more than 20 percent of the grant funds
provided under this part to establish or increase
an endowment fund at such institution.

““(2) MATCHING REQUIREMENT.—In order to be
eligible to use grant funds in accordance with
paragraph (1), the eligible institution shall pro-
vide matching funds from non-Federal sources,
in an amount equal to or greater than the Fed-
eral funds used in accordance with paragraph
(1), for the establishment or increase of the en-
dowment fund.

““(3) COMPARABILITY.—The provisions of part
C, regarding the establishment or increase of an
endowment fund, that the Secretary determines
are not inconsistent with this subsection, shall
apply to funds used under paragraph (1).”.

(b) ENDOWMENT FUND DEFINITION.—Section
312 (as amended by section 301(c)(2)) (20 U.S.C.
1058) is amended—
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(1) by redesignating subsections (c) through
(f) as subsections (d) through (g), respectively;
and

(2) by inserting after subsection (b) the follow-
ing:

““(c) ENDOWMENT FUND.—For the purpose of
this part, the term ‘endowment fund’ means a
fund that—

‘(1) is established by State law, by an institu-
tion of higher education, or by a foundation
that is exempt from Federal income taxation;

““(2) is maintained for the purpose of generat-
ing income for the support of the institution;
and

““(3) does not include real estate.”’.

(c) DURATION OF GRANT.—Section 313 (20
U.S.C. 1059) is amended—

(1) in subsection (b), by inserting ‘‘subsection
(c) and a grant under” before ‘‘section
39%4(a)(1)”’; and

(2) by adding at the end the following:

““(d) WAIT-OuT-PERIOD.—Each eligible insti-
tution that received a grant under this part for
a 5-year period shall not be eligible to receive an
additional grant under this part until 2 years
after the date on which the 5-year grant period
terminates.”’.

(d) APPLICATIONS.—Title 111 is amended by
striking section 314 (20 U.S.C. 1059a) and insert-
ing the following:

“SEC. 314. APPLICATIONS.

““Each eligible institution desiring to receive
assistance under this part shall submit an appli-
cation in accordance with the requirements of
section 391.”.

(e) AMERICAN INDIAN TRIBALLY CONTROLLED
COLLEGES AND UNIVERSITIES.—Section 316 (20
U.S.C. 1059c) is amended to read as follows:
“SEC. 316. AMERICAN INDIAN TRIBALLY CON-

TROLLED COLLEGES AND UNIVER-
SITIES.

‘““(a) PROGRAM AUTHORIZED.—The Secretary
shall provide grants and related assistance to
Indian Tribal Colleges and Universities to en-
able such institutions to improve and expand
their capacity to serve Indian students.

““(b) DEFINITIONS.—In this section:

““(1) INDIAN.—The term ‘Indian’ has the mean-
ing given the term in section 2 of the Tribally
Controlled College or University Assistance Act
of 1978.

“(2) INDIAN TRIBE.—The term ‘Indian tribe’
has the meaning given the term in section 2 of
the Tribally Controlled College or University As-
sistance Act of 1978.

““(3) TRIBAL COLLEGE OR UNIVERSITY.—The
term ‘Tribal College or University’ has the
meaning give the term ‘tribally controlled col-
lege or university’ in section 2 of the Tribally
Controlled College or University Assistance Act
of 1978, and includes an institution listed in the
Equity in Educational Land Grant Status Act of
1994.

““(4) INSTITUTION OF HIGHER EDUCATION.—The
term ‘institution of higher education’ means an
institution of higher education as defined in
section 101(a), except that paragraph (2) of such
section shall not apply.

““(c) AUTHORIZED ACTIVITIES.—

““(1) IN GENERAL.—Grants awarded under this
section shall be used by Tribal Colleges or Uni-
versities to assist such institutions to plan, de-
velop, undertake, and carry out activities to im-
prove and expand such institutions’ capacity to
serve Indian students.

““(2) EXAMPLES OF AUTHORIZED ACTIVITIES.—
The activities described in paragraph (1) may
include—

“(A) purchase, rental, or lease of scientific or
laboratory equipment for educational purposes,
including instructional and research purposes;

“(B) construction, maintenance, renovation,
and improvement in classrooms, libraries, lab-
oratories, and other instructional facilities, in-
cluding purchase or rental of telecommuni-
cations technology equipment or services;

““(C) support of faculty exchanges, faculty de-
velopment, and faculty fellowships to assist in
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attaining advanced degrees in the faculty’s field
of instruction;

‘(D) academic instruction in disciplines in
which Indians are underrepresented;

“(E) purchase of library books, periodicals,
and other educational materials, including tele-
communications program material;

““(F) tutoring, counseling, and student service
programs designed to improve academic success;

““(G) funds management, administrative man-
agement, and acquisition of equipment for use
in strengthening funds management;

“(H) joint use of facilities, such as labora-
tories and libraries;

““(1) establishing or improving a development
office to strengthen or improve contributions
from alumni and the private sector;

““(J) establishing or enhancing a program of
teacher education designed to qualify students
to teach in elementary schools or secondary
schools, with a particular emphasis on teaching
Indian children and youth, that shall include,
as part of such program, preparation for teacher
certification;

“(K) establishing community outreach pro-
grams that encourage Indian elementary school
and secondary school students to develop the
academic skills and the interest to pursue post-
secondary education; and

““(L) other activities proposed in the applica-
tion submitted pursuant to subsection (d) that—

‘(i) contribute to carrying out the activities
described in subparagraphs (A) through (K);
and

““(ii) are approved by the Secretary as part of
the review and acceptance of such application.

‘“(3) ENDOWMENT FUND.—

““(A) IN GENERAL.—A Tribal College or Univer-
sity may use not more than 20 percent of the
grant funds provided under this section to es-
tablish or increase an endowment fund at the
institution.

““(B) MATCHING REQUIREMENT.—In order to be
eligible to use grant funds in accordance with
subparagraph (A), the Tribal College or Univer-
sity shall provide matching funds, in an amount
equal to the Federal funds used in accordance
with subparagraph (A), for the establishment or
increase of the endowment fund.

““(C) COMPARABILITY.—The provisions of part
C regarding the establishment or increase of an
endowment fund, that the Secretary determines
are not inconsistent with this paragraph, shall
apply to funds used under subparagraph (A).

“(d) APPLICATION PROCESS.—

““(1) INSTITUTIONAL ELIGIBILITY.—To be eligi-
ble to receive assistance under this section, a
Tribal College or University shall be an eligible
institution under section 312(b).

““(2) APPLICATION.—ANy Tribal College or
University desiring to receive assistance under
this section shall submit an application to the
Secretary at such time, and in such manner, as
the Secretary may by regulation reasonably re-
quire. Each such application shall include—

““(A) a 5-year plan for improving the assist-
ance provided by the Tribal College or Univer-
sity to Indian students, increasing the rates at
which Indian secondary school students enroll
in higher education, and increasing overall
postsecondary retention rates for Indian stu-
dents; and

““(B) such enrollment data and other informa-
tion and assurances as the Secretary may re-
quire to demonstrate compliance with paragraph

1).

““(3) SPECIAL RULE.—For the purposes of this
part, no Tribal College or University that is eli-
gible for and receives funds under this section
may concurrently receive other funds under this
part or part B.”.

(f) ALASKA NATIVE AND NATIVE HAWAIIAN-
SERVING INSTITUTIONS.—Part A of title 111 (20
U.S.C. 1057 et seq.) is amended by adding at the
end the following:

“SEC. 317. ALASKA NATIVE AND NATIVE HAWAI-
IAN-SERVING INSTITUTIONS.

‘“(a) PROGRAM AUTHORIZED.—The Secretary

shall provide grants and related assistance to
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Alaska Native-serving institutions and Native
Hawaiian-serving institutions to enable such in-
stitutions to improve and expand their capacity
to serve Alaska Natives and Native Hawaiians.

“(b) DEFINITIONS.—For the purpose of this
section—

““(1) the term ‘Alaska Native’ has the meaning
given the term in section 9308 of the Elementary
and Secondary Education Act of 1965;

“(2) the term ‘Alaska Native-serving institu-
tion” means an institution of higher education
that—

“(A) is an eligible institution under section
312(b); and

““(B) at the time of application, has an enroll-
ment of undergraduate students that is at least
20 percent Alaska Native students;

““(3) the term ‘Native Hawaiian’ has the mean-
ing given the term in section 9212 of the Elemen-
tary and Secondary Education Act of 1965; and

““(4) the term ‘Native Hawaiian-serving insti-
tution” means an institution of higher education
which—

“(A) is an eligible institution under section
312(b); and

““(B) at the time of application, has an enroll-
ment of undergraduate students that is at least
10 percent Native Hawaiian students.

““(c) AUTHORIZED ACTIVITIES.—

“(1) TYPES OF ACTIVITIES AUTHORIZED.—
Grants awarded under this section shall be used
by Alaska Native-serving institutions and Na-
tive Hawaiian-serving institutions to assist such
institutions to plan, develop, undertake, and
carry out activities to improve and expand such
institutions’ capacity to serve Alaska Natives or
Native Hawaiians.

““(2) EXAMPLES OF AUTHORIZED ACTIVITIES.—
Such programs may include—

““(A) purchase, rental, or lease of scientific or
laboratory equipment for educational purposes,
including instructional and research purposes;

““(B) renovation and improvement in class-
room, library, laboratory, and other instruc-
tional facilities;

““(C) support of faculty exchanges, and fac-
ulty development and faculty fellowships to as-
sist in attaining advanced degrees in the fac-
ulty’s field of instruction;

“(D) curriculum development and academic
instruction;

“(E) purchase of library books, periodicals,
microfilm, and other educational materials;

“(F) funds and administrative management,
and acquisition of equipment for use in
strengthening funds management;

““(G) joint use of facilities such as laboratories
and libraries; and

““(H) academic tutoring and counseling pro-
grams and student support services.

““(d) APPLICATION PROCESS.—

““(1) INSTITUTIONAL ELIGIBILITY.—Each Alas-
ka Native-serving institution and Native Hawai-
ian-serving institution desiring to receive assist-
ance under this section shall submit to the Sec-
retary such enrollment data as may be nec-
essary to demonstrate that the institution is an
Alaska Native-serving institution or a Native
Hawaiian-serving institution as defined in sub-
section (b), along with such other information
and data as the Secretary may by regulation re-
quire.

““(2) APPLICATIONS.—AnNYy institution which is
determined by the Secretary to be an Alaska Na-
tive-serving institution or a Native Hawaiian-
serving institution may submit an application
for assistance under this section to the Sec-
retary. Such application shall include—

“(A) a 5-year plan for improving the assist-
ance provided by the Alaska Native-serving in-
stitution or the Native Hawaiian-serving institu-
tion to Alaska Native or Native Hawaiian stu-
dents; and

““(B) such other information and assurance as
the Secretary may require.

‘““(e) SPECIAL RULE.—For the purposes of this
section, no Alaska Native-serving institution or
Native Hawaiian-serving institution which is el-
igible for and receives funds under this section
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may concurrently receive other funds under this
part or part B.”.
SEC. 304. STRENGTHENING HBCU’s.

(a) GRANTS.—Section 323 (20 U.S.C. 1062) is
amended—

(1) by redesignating subsection (b) as sub-
section (c);

(2) by inserting after subsection (a) the follow-
ing:

“‘(b) ENDOWMENT FUND.—

““(1) IN GENERAL.—AnN institution may use not
more than 20 percent of the grant funds pro-
vided under this part to establish or increase an
endowment fund at the institution.

““(2) MATCHING REQUIREMENT.—In order to be
eligible to use grant funds in accordance with
paragraph (1), the eligible institution shall pro-
vide matching funds from non-Federal sources,
in an amount equal to or greater than the Fed-
eral funds used in accordance with paragraph
(1), for the establishment or increase of the en-
dowment fund.

““(3) COMPARABILITY.—The provisions of part
C regarding the establishment or increase of an
endowment fund, that the Secretary determines
are not inconsistent with this subsection, shall
apply to funds used under paragraph (1).”’; and

(3) in subsection (c) (as redesignated by para-
graph (1)), by striking paragraph (3).

(b) PROFESSIONAL OR GRADUATE
TIONS.—

(1) GENERAL AUTHORIZATION.—Section 326(a)
(20 U.S.C. 1063b(a)) is amended—

(A) in subsection (a)—

(i) in paragraph (1), by inserting ‘‘in mathe-
matics, engineering, or the physical or natural
sciences’ after ‘‘graduate education opportuni-
ties”’; and

(ii) in paragraph (2)—

(1) by striking ‘‘$500,000"
*“$1,000,000"; and

(1) by striking “‘except that’’ and all that fol-
lows and inserting the following: ‘‘, except that
no institution shall be required to match any
portion of the first $1,000,000 of the institution’s
award from the Secretary. After funds are made
available to each eligible institution under the
funding rules described in subsection (f), the
Secretary shall distribute, on a pro rata basis,
any amounts which were not so made available
(by reason of the failure of an institution to
comply with the matching requirements of this
paragraph) among the institutions that have
complied with such matching requirement.”;
and

(B) in subsection (d)(2), by striking ““$500,000"
and inserting ‘“$1,000,000"".

(2) USE OF FUNDs.—Section 326(c) (20 U.S.C.
1063b(c)) is amended by striking paragraphs (1)
through (3) and inserting the following:

““(1) purchase, rental or lease of scientific or
laboratory equipment for educational purposes,
including instructional and research purposes;

““(2) construction, maintenance, renovation,
and improvement in classroom, library, labora-
tory, and other instructional facilities, includ-
ing purchase or rental of telecommunications
technology equipment or services;

““(3) purchase of library books, periodicals,
technical and other scientific journals, micro-
film, microfiche, and other educational mate-
rials, including telecommunications program
materials;

““(4) scholarships, fellowships, and other fi-
nancial assistance for needy graduate and pro-
fessional students to permit the enrollment of
the students in and completion of the doctoral
degree in medicine, dentistry, pharmacy, veteri-
nary medicine, law, and the doctorate degree in
the physical or natural sciences, engineering,
mathematics, or other scientific disciplines in
which African Americans are underrepresented;

““(5) establish or improve a development office
to strengthen and increase contributions from
alumni and the private sector;

‘“(6) assist in the establishment or mainte-
nance of an institutional endowment to facili-
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tate financial independence pursuant to section
331; and

“(7) funds and administrative management,
and the acquisition of equipment, including
software, for use in strengthening funds man-
agement and management information sys-
tems.”.

(3) ELIGIBILITY.—Section 326(e) (20 U.S.C.
1063b(e)) is amended—

(A) in paragraph (1)—

(i) by striking ‘‘include—"" and inserting ‘“‘are
the following™’;

(ii) by inserting ‘“‘and other qualified graduate
programs’’ before the semicolon at the end of
subparagraphs (E) through (J);

(iii) by striking ‘““and’ at the end of subpara-
graph (O); and

(iv) in subparagraph (P)—

() by inserting ‘““‘University’’ after ‘‘State’’;
and

(I1) by striking the period and inserting a
semicolon; and

(111) by adding at the end the following:

““(Q) Norfolk State University qualified grad-
uate programs; and

“(R) Tennessee State University qualified
graduate programs.”’;

(B) by striking paragraphs (2) and (3) and in-
serting the following:

““(2) QUALIFIED GRADUATE PROGRAM.—(A) For
the purposes of this section, the term ‘qualified
graduate program’ means a graduate or profes-
sional program that provides a program of in-
struction in the physical or natural sciences, en-
gineering, mathematics, or other scientific dis-
cipline in which African Americans are under-
represented and has students enrolled in such
program at the time of application for a grant
under this section.

““(B) Notwithstanding the enrollment require-
ment contained in subparagraph (A), an institu-
tion may use an amount equal to not more than
10 percent of the institution’s grant under this
section for the development of a new qualified
graduate program.

““(3) SPECIAL RULE.—Institutions that were
awarded grants under this section prior to Octo-
ber 1, 1998, shall continue to receive such
grants, subject to the availability of appro-
priated funds, regardless of the eligibility of the
institutions described in subparagraphs (Q) and
(R) of paragraph (1).”’; and

(C) by adding at the end the following:

““(5) INSTITUTIONAL CHOICE.—The president or
chancellor of the institution may decide which
graduate or professional school or qualified
graduate program will receive funds under the
grant in any 1 fiscal year, if the allocation of
funds among the schools or programs is delin-
eated in the application for funds submitted to
the Secretary under this section.””.

(4) FUNDING RULE.—Section 326(f) (20 U.S.C.
1063b(f)) is amended—

(A) by striking ‘‘Of the amount appropriated”
and inserting ‘‘Subject to subsection (g), of the
amount appropriated’’;

(B) in paragraph (1)—

(i) by striking ‘‘$12,000,000""
**$26,600,000""; and

(ii) by striking ““(A) through (E)”” and insert-
ing ““(A) through (P)’’;

(C) by striking paragraph (2) and inserting
the following:

““(2) any amount in excess of $26,600,000, but
not in excess of $28,600,000, shall be available for
the purpose of making grants to institutions or
programs described in subparagraphs (Q) and
(R) of subsection (e)(1); and

“(3) any amount in excess of $28,600,000, shall
be made available to each of the institutions or
programs identified in subparagraphs (A)
through (R) pursuant to a formula developed by
the Secretary that uses the following elements:

“(A) The ability of the institution to match
Federal funds with non-Federal funds.

““(B) The number of students enrolled in the
programs for which the eligible institution re-
ceived funding under this section in the pre-
vious year.

and inserting
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““(C) The average cost of education per stu-
dent, for all full-time graduate or professional
students (or the equivalent) enrolled in the eligi-
ble professional or graduate school, or for doc-
toral students enrolled in the qualified graduate
programs.

‘(D) The number of students in the previous
year who received their first professional or doc-
toral degree from the programs for which the eli-
gible institution received funding under this sec-
tion in the previous year.

““(E) The contribution, on a percent basis, of
the programs for which the institution is eligible
to receive funds under this section to the total
number of African Americans receiving graduate
or professional degrees in the professions or dis-
ciplines related to the programs for the previous
year.”.

(5) HOLD HARMLESS RULE.—Section 326 is fur-
ther amended by adding at the end the follow-
ing new subsection:

““(g) HoLb HARMLESsS RULE.—Notwithstand-
ing paragraphs (2) and (3) of subsection (f), no
institution or qualified program identified in
subsection (e)(1) that received a grant for fiscal
year 1998 and that is eligible to receive a grant
in a subsequent fiscal year shall receive a grant
amount in any such subsequent fiscal year that
is less than the grant amount received for fiscal
year 1998, unless the amount appropriated is not
sufficient to provide such grant amounts to all
such institutions and programs, or the institu-
tion cannot provide sufficient matching funds to
meet the requirements of this section.””.

SEC. 305. ENDOWMENT CHALLENGE GRANTS.
Section 331(b) (20 U.S.C. 1065(b)) is amended—
(1) in paragraph (1), by striking *“360"” and in-

serting ‘“399"’; and

(2) in paragraph (2), by striking subpara-
graphs (B) and (C) and inserting the following:

““(B) The Secretary may make a grant under
this part to an eligible institution in any fiscal
year if the institution—

‘(i) applies for a grant in an amount not ex-
ceeding $500,000; and

““(ii) has deposited in the eligible institution’s
endowment fund established under this section
an amount which is equal to Y2 of the amount
of such grant.

“(C) An eligible institution of higher edu-
cation that is awarded a grant under subpara-
graph (B) shall not be eligible to receive an ad-
ditional grant under subparagraph (B) until 10
years after the date on which the grant period
terminates.”.

SEC. 306. HBCU CAPITAL FINANCING.

(a) DEFINITION.—Section 342(5) (as redesig-
nated by section 301(a)(4)) (20 U.S.C. 1132c-1(5))
is amended—

(1) by redesignating subparagraphs (B), (C),
and (D) as subparagraphs (C), (G), and (H), re-
spectively;

(2) by inserting after subparagraph (A) the
following:

“(B) a facility for the administration of an
educational program, or a student center or stu-
dent union, except that not more than 5 percent
of the loan proceeds provided under this part
may be used for the facility, center or union if
the facility, center or union is owned, leased,
managed, or operated by a private business,
that, in return for such use, makes a payment to
the eligible institution;’’;

(3) in subparagraph (C) (as redesignated by
paragraph (1)), insert “‘technology,” after ‘‘in-
structional equipment’’;

(4) by inserting after subparagraph (C) (as re-
designated by paragraph (1)) the following:

““(D) a maintenance, storage, or utility facility
that is essential to the operation of a facility, a
library, a dormitory, equipment, instrumenta-
tion, a fixture, real property or an interest
therein, described in this paragraph;

“(E) a facility designed to provide primarily
outpatient health care for students or faculty;
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“(F) physical infrastructure essential to sup-
port the projects authorized under this para-
graph, including roads, sewer and drainage sys-
tems, and water, power, lighting, telecommuni-
cations, and other utilities;”’; and

(5) in subparagraph (H) (as redesignated by
paragraph (2)), by striking ““(C)”” and inserting
“(G)”

((b)) RESPONSIBILITIES.—Section 343 (as redesig-
nated by section 301(a)(4)) (20 U.S.C. 1132c-2) is
amended—

(1) in subsection (b)(8) (as redesignated by sec-
tion 301(a)(4)) (20 U.S.C. 1132c-2(b)(8)), by strik-
ing ‘“10 percent’” each place the term appears
and inserting ‘5 percent’’; and

(2) by adding at the end the following:

““(e) Notwithstanding any other provision of
law, a qualified bond guaranteed under this
part may be sold to any party that offers terms
that the Secretary determines are in the best in-
terest of the eligible institution.””.

(c) TECHNICAL ASSISTANCE.—Section 345 (as
redesignated by section 301(a)(4)) (20 U.S.C.
1132c-4) is amended—

(1) in paragraph (5), by striking ‘‘and’ after
the semicolon;

(2) in paragraph (6), by striking the period
and inserting ‘‘; and’’; and

(3) by adding at the end the following:

“(7) may, directly or by grant or contract,
provide technical assistance to eligible institu-
tions to prepare the institutions to qualify,
apply for, and maintain a capital improvement
loan, including a loan under this part.”’.

(d) PROHIBITION.—Section 346 (as redesig-
nated by section 301(a)(4)) (20 U.S.C. 1132c-5) is
repealed.

(e) ADVISORY BOARD.—Section 347 (as redesig-
nated by section 301(a)(4)) (20 U.S.C. 1132c-6) is
amended—

(1) in subsection (b)—

(A) in subparagraph (D), by inserting ‘‘, or
the president’s designee.”” after the period; and

(B) in subparagraph (E), by inserting “‘, or
the designee of the Association’ before the pe-
riod; and

(2) by striking subsection (c).

SEC. 307. MINORITY SCIENCE AND ENGINEERING
IMPROVEMENT PROGRAM.

(a) MINORITY SCIENCE AND ENGINEERING IM-
PROVEMENT PROGRAM FINDINGS.—Subpart 1 of
part E of title 11l (as redesignated by para-
graphs (6) and (7) of section 301) (20 U.S.C.
1135b et seq.) is amended by inserting after the
subpart heading the following:

“SEC. 350. FINDINGS.

““Congress makes the following findings:

“(1) It is incumbent on the Federal Govern-
ment to support the technological and economic
competitiveness of the United States by improv-
ing and expanding the scientific and techno-
logical capacity of the United States. More and
better prepared scientists, engineers, and tech-
nical experts are needed to improve and expand
such capacity.

““(2) As the Nation’s population becomes more
diverse, it is important that the educational and
training needs of all Americans are met. Under-
representation of minorities in science and tech-
nological fields diminishes our Nation’s competi-
tiveness by impairing the quantity of well pre-
pared scientists, engineers, and technical ex-
perts in these fields.

‘“(3) Despite significant limitations in re-
sources, minority institutions provide an impor-
tant educational opportunity for minority stu-
dents, particularly in science and engineering
fields. Aid to minority institutions is a good way
to address the underrepresentation of minorities
in science and technological fields.

““(4) There is a strong Federal interest in im-
proving science and engineering programs at mi-
nority institutions as such programs lag behind
in program offerings and in student enrollment
compared to such programs at other institutions
of higher education.””.

(b) ELIGIBILITY FOR GRANTS.—Section 361 (as
redesignated by section 301(a)(7)) (20 U.S.C.
1135d) is amended to read as follows:
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“SEC. 361. ELIGIBILITY FOR GRANTS.

““Eligibility to receive grants under this part is
limited to—

““(1) public and private nonprofit institutions
of higher education that—

““(A) award baccalaureate degrees; and

““(B) are minority institutions;

““(2) public or private nonprofit institutions of
higher education that—

““(A) award associate degrees; and

““(B) are minority institutions that—

‘(i) have a curriculum that includes science
or engineering subjects; and

““(ii) enter into a partnership with public or
private nonprofit institutions of higher edu-
cation that award baccalaureate degrees in
science and engineering;

*“(3) nonprofit science-oriented organizations,
professional scientific societies, and institutions
of higher education that award baccalaureate
degrees, that—

““(A) provide a needed service to a group of
minority institutions; or

““(B) provide in-service training for project di-
rectors, scientists, and engineers from minority
institutions; or

‘“(4) consortia of organizations, that provide
needed services to 1 or more minority institu-
tions, the membership of which may include—

“(A) institutions of higher education which
have a curriculum in science or engineering;

“(B) institutions of higher education that
have a graduate or professional program in
science or engineering;

““(C) research laboratories of, or under con-
tract with, the Department of Energy;

‘(D) private organizations that have science
or engineering facilities; or

““(E) quasi-governmental entities that have a
significant scientific or engineering mission.””.

(c) DEFINITIONS.—Section 365(4) (as redesig-
nated by section 301(a)(7)) (20 U.S.C. 1135d-5(4))
is amended by inserting ‘‘behavioral,” after
“physical,””.

(d) CONFORMING AMENDMENTS.—The heading
for subpart 1 of part E of title 111 (as redesig-
nated by paragraphs (6) and (7) of section
301(a)) is amended by inserting ‘‘and Engineer-
ing”’ before ““Improvement Program.

SEC. 308. GENERAL PROVISIONS.

(&) APPLICATIONS FOR ASSISTANCE.—Sub-
section (a) of section 391(a) (as redesignated by
section 301(a)(2)) (20 U.S.C. 1066(a)) is amended
to read as follows:

‘“(a) APPLICATIONS.—

““(1) APPLICATIONS REQUIRED.—ANYy institu-
tion which is eligible for assistance under this
title shall submit to the Secretary an application
for assistance at such time, in such form, and
containing such information, as may be nec-
essary to enable the Secretary to evaluate the
institutions’s need for the assistance. Subject to
the availability of appropriations to carry out
this title, the Secretary may approve an applica-
tion for assistance under this title only if the
Secretary determines that—

““(A) the application meets the requirements of
subsection (b);

““(B) the applicant is eligible for assistance in
accordance with the part of this title under
which the assistance is sought; and

“(C) the applicant’s performance goals are
sufficiently rigorous as to meet the purposes of
this title and the performance objectives and in-
dicators for this title established by the Sec-
retary pursuant to the Government Performance
and Results Act of 1993 and the amendments
made by such Act.

““(2) PRELIMINARY APPLICATIONS.—In carrying
out paragraph (1), the Secretary may develop a
preliminary application for use by eligible insti-
tutions applying under part A prior to the sub-
mission of the principal application.”’.

(b) APPLICATIONS.—Paragraph (1) of section
391(b) (as redesignated by section 301(a)(2)) (20
U.S.C. 1066(b)) is amended by inserting ‘‘, D or
E’ after “‘part C”".
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(c) CONTENTS OF APPLICATIONS.—Section
391(b)(6) (as redesignated by section 301(a)(2)) is
amended by inserting before the semicolon the
following: *“, except that for purposes of section
316, paragraphs (2) and (3) of section 396 shall
not apply”’.

(d) WAIVERS.—Section 392(a) (as redesignated

by section 301(a)(2)) (20 U.S.C. 1067(a)) is
amended—

(1) by striking “‘or’” at the end of paragraph
®);

(2) by redesignating paragraph (6) as para-
graph (7); and

(3) by inserting after paragraph (5) the follow-
ing new paragraph:

““(6) that is a tribally controlled college or uni-
versity as defined in section 2 of the Tribally
Controlled College or University Assistance Act
of 1978; or™’.

(e) APPLICATION REVIEW PROCESS.—Section
393(a) (as redesignated by section 301(a)(2)) (20
U.S.C. 1068(a)) is amended—

(1) in paragraph (2), by striking ‘‘Native
American colleges and universities’” and insert-
ing ““Tribal Colleges and Universities’’; and

(2) by adding at the end the following:

““(d) EXCLUSION.—The provisions of this sec-
tion shall not apply to applications submitted
under part D.”.

(f) WAIVERS.—Paragraph (2) of section 395(b)
(as redesignated by section 301(a)(2)) (20 U.S.C.
1069b(b)) is amended by striking “‘title 1V, VII,
or VIII”" and inserting “‘part D or title 1V”.

(g) CONTINUATION AWARDS.—Part F of title 111
is amended by inserting after section 397 (as re-
designated by section 301(a)(2)) (20 U.S.C. 1069d)
the following:

“SEC. 398. CONTINUATION AWARDS.

“The Secretary shall make continuation
awards under this title for the second and suc-
ceeding years of a grant only after determining
that the recipient is making satisfactory
progress in carrying out the grant.”.

(h) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 399(a) (as redesignated by section 301(a)(2))
(20 U.S.C. 1069f) is amended—

(1) in paragraph (1)—

(A) in subparagraph (A), by striking “*1993”
and inserting ‘1999"’;

(B) in subparagraph (B)—

(i) in clause (i), by striking ‘“$45,000,000 for
fiscal year 1993’ and inserting ‘“$10,000,000 for
fiscal year 1999”";

(ii) by striking clause (ii); and

(iii) by striking ““(B)(i) There’ and inserting
““(B) There’’; and

(C) by adding at the end the following:

““(C) There are authorized to be appropriated
to carry out section 317, $5,000,000 for fiscal year
1999 and such sums as may be necessary for
each of the 4 succeeding fiscal years.”’;

(2) in paragraph (2)—

(A) in subparagraph (A), by striking ““1993”
and inserting ‘1999”’; and

(B) in subparagraph (B), by striking
“$20,000,000 for fiscal year 1993’ and inserting
“‘$35,000,000 for fiscal year 1999°";

(3) in paragraph (3), by striking ‘“$50,000,000
for fiscal year 1993’ and inserting “‘$10,000,000
for fiscal year 1999’;

(4) by adding at the end the following:

““(4) PART D.—(A) There are authorized to be
appropriated to carry out part D (other than
section 345(7), but including section 347),
$110,000 for fiscal year 1999, and such sums as
may be necessary for each of the 4 succeeding
fiscal years.

““(B) There are authorized to be appropriated
to carry out section 345(7), such sums as may be
necessary for fiscal year 1999 and each of the 4
succeeding fiscal years.

““(5) PART E.—There are authorized to be ap-
propriated to carry out part E, $10,000,000 for
fiscal year 1999, and such sums as may be nec-
essary for each of the 4 succeeding fiscal
years.”’; and

(5) by striking subsections (c), (d), and (e).
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TITLE IV—STUDENT ASSISTANCE
PART A—GRANTS TO STUDENTS
SEC. 401. FEDERAL PELL GRANTS.

(a) EXTENSION OF AUTHORITY.—Section
401(a)(1) (20 U.S.C. 1070a(a)(1)) is amended—

(1) in the first sentence, by striking ‘“The Sec-
retary shall, during the period beginning July 1,
1972, and ending September 30, 1998,”” and in-
serting ‘‘For each fiscal year through fiscal year
2004, the Secretary shall’’; and

(2) in the second sentence, by inserting ‘‘until
such time as the Secretary determines and pub-
lishes in the Federal Register with an oppor-
tunity for comment, an alternative payment sys-
tem that provides payments to institutions in an
accurate and timely manner,”” after “‘pay eligi-
ble students’.

(b) AMOUNT OF GRANT.—Paragraph (2)(A) of
section 401(b) is amended to read as follows:

“(2)(A) The amount of the Federal Pell Grant
for a student eligible under this part shall be—

““(i) $4,500 for academic year 1999-2000;

““(ir) $4,800 for academic year 2000-2001;

*“(ii1) $5,100 for academic year 2001-2002;

““(iv) $5,400 for academic year 2002-2003; and

(V) $5,800 for academic year 2003-2004,
less an amount equal to the amount determined
to be the expected family contribution with re-
spect to that student for that year.”.

(c) RELATION OF MAXIMUM GRANT TO TUITION
AND EXPENSES.—Paragraph (3) of section 401(b)
is amended to read as follows:

“(3)(A) For any academic year for which an
appropriation Act provides a maximum basic
grant in an amount in excess of $2,700, the
amount of a student’s basic grant shall equal
$2,700 plus—

‘(i) one-half of the amount by which such
maximum basic grant exceeds $2,700; plus

““(ii) the lesser of—

“(1) the remaining one-half of such excess; or

“(I1) the sum of the student’s tuition and, if
the student has dependent care expenses (as de-
scribed in section 472(8) or disability-related ex-
penses (as described in section 472(9)), an allow-
ance determined by the institution for such ex-
penses.

““(B) An institution that charged only fees in
lieu of tuition as of October 1, 1998, may include
in the institution’s determination of tuition
charged, fees that would normally constitute
tuition.”.

(d) REGULATIONS FOR MULTIPLE AWARDS.—
Section 401(b)(6) is amended—

(1) by redesignating subparagraphs (A) and
(B) as clauses (i) and (ii), respectively;

(2) by inserting ““(A)” after the paragraph
designation; and

(3) by adding at the end the following:

“(B) The Secretary shall promulgate regula-
tions implementing this paragraph.’.

(e) TIME LIMIT TO RECEIVE GRANTS.—Section
401(c) is amended by adding at the end the fol-
lowing:

““(4) Notwithstanding paragraph (1), the Sec-
retary may allow, on a case-by-case basis, a stu-
dent to receive a basic grant if the student—

“(A) is carrying at least %> the normal full-
time work load for the course of study the stu-
dent is pursuing, as determined by the institu-
tion of higher education; and

““(B) is enrolled or accepted for enrollment in
a postbaccalaureate program that does not lead
to a graduate degree, and in courses required by
a State in order for the student to receive a pro-
fessional certification or licensing credential
that is required for employment as a teacher in
an elementary school or secondary school in
that State,
except that this paragraph shall not apply to a
student who is enrolled in an institution of
higher education that offers a baccalaureate de-
gree in education.”.

(f) INSTITUTIONAL INELIGIBILITY BASED ON DE-
FAULT RATES.—Section 401 is amended by add-
ing at the end the following:

““(j) INSTITUTIONAL INELIGIBILITY BASED ON
DEFAULT RATES.—

“(1) IN GENERAL.—No institution of higher
education shall be an eligible institution for
purposes of this subpart if such institution of
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higher education is ineligible to participate in a
loan program under part B or D as a result of
a final default rate determination made by the
Secretary under part B or D after the final pub-
lication of cohort default rates for fiscal year
1996 or a succeeding fiscal year.

““(2) SANCTIONS SUBJECT TO APPEAL OPPOR-
TUNITY.—No institution may be subject to the
terms of this subsection unless the institution
has had the opportunity to appeal the institu-
tion’s default rate determination under regula-
tions issued by the Secretary for the loan pro-
gram authorized under part B or D, as applica-
ble. This subsection shall not apply to an insti-
tution that was not participating in the loan
program authorized under part B or D on the
date of enactment of the Higher Education
Amendments of 1998, unless the institution sub-
sequently participates in the loan programs.”.

g) CONFORMING AMENDMENTS.—

(1) Section 400(a)(1) (20 U.S.C. 1070(a)(1)) is
amended by striking ‘‘basic educational oppor-
tunity grants” and inserting ‘‘Federal Pell
Grants™.

(2) The heading of subpart 1 of part A of title
IV (20 U.S.C. 1070a et seq.) is amended to read
as follows:

“Subpart 1—Federal Pell Grants”.

(3) Section 401 is amended—

(A) in the heading of the section, by striking
“BASIC EDUCATIONAL OPPORTUNITY”
and inserting ““FEDERAL PELL"’;

(B) in subsection (a)(3), by striking ‘‘Basic
grants’ and inserting ‘‘Grants’’;

(C) by striking ‘“‘basic grant”
term appears and inserting
Grant’’; and

(D) by striking “‘basic grants’ each place the
term appears and inserting ‘‘Federal Pell
Grants™.

(4) Section 401(f)(3) is amended by striking
“Education and Labor” and inserting ‘“‘Edu-
cation and the Workforce™.

(5) Section 452(c) (20 U.S.C. 1087b(c)) is
amended by striking “‘basic grants’ and insert-
ing ““Federal Pell Grants™.

(6) Subsections (j)(2) and (k)(3) of section 455
(20 U.S.C. 1087e) are each amended by striking
““basic grants” and inserting ‘‘Federal Pell
Grants™.

SEC. 402. FEDERAL TRIO PROGRAMS.

(a) PROGRAM AUTHORITY; AUTHORIZATION OF
APPROPRIATIONS.—

(1) DURATION OF GRANTS.—Section 402A(b)(2)
(20 U.S.C. 1070a-11(b)(2)) is amended—

(A) by striking ““and’” at the end of subpara-
graph (A);

(B) by striking the period at the end of sub-
paragraph (B) and inserting *‘; and’’;

(C) by inserting after subparagraph (B) the
following new subparagraph:

“(C) grants under section 402H shall be
awarded for a period determined by the Sec-
retary.”’.

(2) MINIMUM GRANTS.—Section 402A(b)(3) is
amended to read as follows:

““(3) MINIMUM GRANTS.—Unless the institution
or agency requests a smaller amount, individual
grants under this chapter shall be no less than—

““(A) $170,000 for programs authorized by sec-
tions 402D and 402G;

““(B) $180,000 for programs authorized by sec-
tions 402B and 402F; and

““(C) $190,000 for programs authorized by sec-
tions 402C and 402E.”".

(3) PROCEDURES FOR AWARDING GRANTS AND
CONTRACTS.—Subsection (c) of section 402A is
amended to read as follows:

‘‘(c) PROCEDURES FOR AWARDING GRANTS AND
CONTRACTS.—

‘(1) APPLICATION REQUIREMENTS.—AnN eligible
entity that desires to receive a grant or contract
under this chapter shall submit an application
to the Secretary in such manner and form, and
containing such information and assurances, as
the Secretary may reasonably require.

““(2) PRIOR EXPERIENCE.—INn making grants
under this chapter, the Secretary shall consider
each applicant’s prior experience of service de-
livery under the particular program for which
funds are sought. The level of consideration

each place the
“Federal Pell
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given the factor of prior experience shall not
vary from the level of consideration given such
factor during fiscal years 1994 through 1997, ex-
cept that grants made under section 402H shall
not be given prior experience consideration.

“‘(3) ORDER OF AWARDS; PROGRAM FRAUD.—(A)
Except with respect to grants made under sec-
tions 402G and 402H and as provided in sub-
paragraph (B), the Secretary shall award grants
and contracts under this chapter in the order of
the scores received by the application for such
grant or contract in the peer review process re-
quired under paragraph (4) and adjusted for
prior experience in accordance with paragraph
(2) of this subsection.

““(B) The Secretary is not required to provide
assistance to a program otherwise eligible for as-
sistance under this chapter, if the Secretary has
determined that such program has involved the
fraudulent use of funds under this chapter.

““(4) PEER REVIEW PROCESS.—(A) The Sec-
retary shall ensure that, to the extent prac-
ticable, members of groups underrepresented in
higher education, including African Americans,
Hispanics, Native Americans, Alaska Natives,
Asian Americans, and Native American Pacific
Islanders (including Native Hawaiians), are rep-
resented as readers of applications submitted
under this chapter. The Secretary shall also en-
sure that persons from urban and rural back-
grounds are represented as readers.

““(B) The Secretary shall ensure that each ap-
plication submitted under this chapter is read
by at least 3 readers who are not employees of
the Federal Government (other than as readers
of applications).

““(5) NUMBER OF APPLICATIONS FOR GRANTS
AND CONTRACTS.—The Secretary shall not limit
the number of applications submitted by an en-
tity under any program authorized under this
chapter if the additional applications describe
programs serving different populations or cam-
puses.

““(6) COORDINATION WITH OTHER PROGRAMS
FOR DISADVANTAGED STUDENTS.—The Secretary
shall encourage coordination of programs as-
sisted under this chapter with other programs
for disadvantaged students operated by the
sponsoring institution or agency, regardless of
the funding source of such programs. The Sec-
retary shall not limit an entity’s eligibility to re-
ceive funds under this chapter because such en-
tity sponsors a program similar to the program
to be assisted under this chapter, regardless of
the funding source of such program. The Sec-
retary shall permit the Director of a program re-
ceiving funds under this chapter to administer
one or more additional programs for disadvan-
taged students operated by the sponsoring insti-
tution or agency, regardless of the funding
sources of such programs.

“(7) APPLICATION STATUS.—The Secretary
shall inform each entity operating programs
under this chapter regarding the status of their
application for continued funding at least 8
months prior to the expiration of the grant or
contract. The Secretary, in the case of an entity
that is continuing to operate a successful pro-
gram under this chapter, shall ensure that the
start-up date for a new grant or contract for
such program immediately follows the termi-
nation of the preceding grant or contract so that
no interruption of funding occurs for such suc-
cessful reapplicants. The Secretary shall inform
each entity requesting assistance under this
chapter for a new program regarding the status
of their application at least 8 months prior to
the proposed startup date of such program.”’.

(4) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 402A(f) is amended by striking ““$650,000,000
for fiscal year 1993’ and inserting ‘“$700,000,000
for fiscal year 1999,

(5) WAIVER.—Section 402A(g) is amended by
adding at the end the following:
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““(4) WAIVER.—The Secretary may waive the
service requirements in subparagraph (A) or (B)
of paragraph (3) if the Secretary determines the
application of the service requirements to a vet-
eran will defeat the purpose of a program under
this chapter.”.

(b) TALENT SEARCH.—Section 402B(b) (20
U.S.C. 1070a-12(b)) is amended—

(1) by striking paragraph (4) and inserting the
following:

““(4) guidance on and assistance in secondary
school reentry, entry to general educational de-
velopment (GED) programs, other alternative
education programs for secondary school drop-
outs, or postsecondary education;’’;

(2) in paragraph (5), by inserting ‘*, or activi-
ties designed to acquaint individuals from dis-
advantaged backgrounds with careers in which
the individuals are particularly underrep-
resented’’ before the semicolon;

(3) in paragraph (8), by striking ‘“‘parents’
and inserting ‘‘families’; and

(4) in paragraph (9), by inserting ‘“‘or coun-
selors’” after ‘“‘teachers’.

(c) UPwWARD BOUND.—Section 402C (20 U.S.C.
1070a-13) is amended—

(1) in subsection (b)—

(A) in paragraph (2), by striking ‘‘personal
counseling”” and inserting ‘‘counseling and
workshops’’;

(B) in paragraph (9)—

(i) by inserting “‘or counselors’ after ‘‘teach-
ers’’; and

(ii) by striking ““and’’ after the semicolon;

(C) by redesignating paragraph (10) as para-
graph (12);

(D) by inserting after paragraph (9) the fol-
lowing:

““(10) work-study positions where youth par-
ticipating in the project are exposed to careers
requiring a postsecondary degree;

““(11) special services to enable veterans to
make the transition to postsecondary education;
and’’; and

(E) in paragraph (12) (as redesignated by sub-
paragraph (C)), by striking ““(9)”” and inserting
“(11)’; and

(2) in subsection (e), by striking ‘‘and not in
excess of $40 per month during the remaining
period of the year.”” and inserting ‘‘except that
youth participating in a work-study position
under subsection (b)(10) may be paid a stipend
of $300 per month during June, July, and Au-
gust. Youths participating in a project proposed
to be carried out under any application may be
paid stipends not in excess of $40 per month
during the remaining period of the year.”.

(d) STUDENT SUPPORT SERVICES.—Paragraph
(6) of section 402D(c) (20 U.S.C. 1070a-14(c)(6))
is amended to read as follows:

““(6) consider, in addition to such other cri-
teria as the Secretary may prescribe, the institu-
tion’s effort, and where applicable past history,
in

“(A) providing sufficient financial assistance
to meet the full financial need of each student
in the project; and

“(B) maintaining the loan burden of each
such student at a manageable level.”.

(e) POSTBACCALAUREATE ACHIEVEMENT PRO-
GRAM.—Section 402E(e)(1) (20 U.S.C. 1070a-
15(e)(1)) is amended by striking “$2,400”” and in-
serting “‘$2,800"".

(f) STAFF DEVELOPMENT ACTIVITIES.—Section
402G (20 U.S.C. 1070a-17) is amended—

(1) in subsection (a), by inserting ‘‘participat-
ing in,” after ‘“‘leadership personnel employed
in,”’; and

(2) in subsection (b), by inserting after para-
graph (3) the following new paragraph:

““(4) The use of appropriate educational tech-
nology in the operation of projects assisted
under this chapter.”.

(g) EVALUATION AND DISSEMINATION.—Section
402H (20 U.S.C. 1070a-18) is amended to read as
follows:

“SEC. 402H. EVALUATIONS AND GRANTS FOR

PROJECT IMPROVEMENT AND DIS-
SEMINATION PARTNERSHIP
PROJECTS.

“‘(a) EVALUATIONS.—
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““(1) IN GENERAL.—For the purpose of improv-
ing the effectiveness of the programs and
projects assisted under this chapter, the Sec-
retary may make grants to or enter into con-
tracts with institutions of higher education and
other public and private institutions and orga-
nizations to evaluate the effectiveness of the
programs and projects assisted under this chap-
ter.

*“(2) PRACTICES.—The evaluations described in
paragraph (1) shall identify institutional, com-
munity, and program or project practices that
are particularly effective in enhancing the ac-
cess of low-income individuals and first-genera-
tion college students to postsecondary edu-
cation, the preparation of the individuals and
students for postsecondary education, and the
success of the individuals and students in post-
secondary education. Such evaluations shall
also investigate the effectiveness of alternative
and innovative methods within Federal TRIO
programs of increasing access to, and retention
of, students in postsecondary education.

“(b) GRANTS.—The Secretary may award
grants to institutions of higher education or
other private and public institutions and orga-
nizations, that are carrying out a program or
project assisted under this chapter prior to the
date of enactment of the Higher Education
Amendments of 1998, to enable the institutions
and organizations to expand and leverage the
success of such programs or projects by working
in partnership with other institutions, commu-
nity-based organizations, or combinations of
such institutions and organizations, that are
not receiving assistance under this chapter and
are serving low-income students and first gen-
eration college students, in order to—

‘(1) disseminate and replicate best practices of
programs or projects assisted under this chapter;
and

““(2) provide technical assistance regarding
programs and projects assisted under this chap-
ter.

‘() RESULTS.—In order to improve overall
program or project effectiveness, the results of
evaluations and grants described in this section
shall be disseminated by the Secretary to similar
programs or projects assisted under this subpart,
as well as other individuals concerned with
postsecondary access for and retention of low-
income individuals and first-generation college
students.””.

SEC. 403. GEAR UP PROGRAM.

Chapter 2 of subpart 2 of part A of title IV (20
U.S.C. 1070a-21 et seq.) is amended to read as
follows:

“CHAPTER 2—GAINING EARLY AWARE-
NESS AND READINESS FOR UNDER-
GRADUATE PROGRAMS

“SEC. 404A. EARLY INTERVENTION AND COLLEGE

AWARENESS PROGRAM  AUTHOR-
1ZED.

‘“(a) PROGRAM AUTHORIZED.—The Secretary is
authorized, in accordance with the requirements
of this chapter, to establish a program that—

‘(1) encourages eligible entities to provide or
maintain a guarantee to eligible low-income stu-
dents who obtain a secondary school diploma
(or its recognized equivalent), of the financial
assistance necessary to permit the students to
attend an institution of higher education; and

“(2) supports eligible entities in providing—

““(A) additional counseling, mentoring, aca-
demic support, outreach, and supportive services
to elementary school, middle school, and second-
ary school students who are at risk of dropping
out of school; and

““(B) information to students and their par-
ents about the advantages of obtaining a post-
secondary education and the college financing
options for the students and their parents.

“‘(b) AWARDS.—

“(1) IN GENERAL.—From funds appropriated
under section 404H for each fiscal year, the Sec-
retary shall make awards to eligible entities de-
scribed in paragraphs (1) and (2) of subsection
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(c) to enable the entities to carry out the pro-
gram authorized under subsection (a).

“(2) PRIORITY.—INn making awards to eligible
entities described in paragraph (c)(1), the Sec-
retary shall—

““(A) give priority to eligible entities that—

“(i) on the day before the date of enactment
of the Higher Education Amendments of 1998,
carried out successful educational opportunity
programs under this chapter (as this chapter
was in effect on such day); and

““(ii) have a prior, demonstrated commitment
to early intervention leading to college access
through collaboration and replication of suc-
cessful strategies;

““(B) ensure that students served under this
chapter on the day before the date of enactment
of the Higher Education Amendments of 1998
continue to receive assistance through the com-
pletion of secondary school.

“‘(c) DEFINITION OF ELIGIBLE ENTITY.—For the
purposes of this chapter, the term ‘eligible en-
tity’ means—

““(1) a State; or

““(2) a partnership consisting of—

““(A) 1 or more local educational agencies act-
ing on behalf of—

““(i) 1 or more elementary schools or secondary
schools; and

““(ii) the secondary schools that students from
the schools described in clause (i) would nor-
mally attend;

“(B) 1 or more degree granting institutions of
higher education; and

““(C) at least 2 community organizations or en-
tities, such as businesses, professional associa-
tions, community-based organizations, philan-
thropic organizations, State agencies, institu-
tions or agencies sponsoring programs author-
ized under subpart 4, or other public or private
agencies or organizations.

“SEC. 404B. REQUIREMENTS.

““(a) FUNDING RULES.—

““(1) CONTINUATION  AWARDS.—From  the
amount appropriated under section 404H for a
fiscal year, the Secretary shall continue to
award grants to States under this chapter (as
this chapter was in effect on the day before the
date of enactment of the Higher Education
Amendments of 1998) in accordance with the
terms and conditions of such grants.

““(2) DISTRIBUTION.—From the amount appro-
priated under section 404H that remains after
making continuation awards under paragraph
(1) for a fiscal year, the Secretary shall—

“(A) make available—

““(i) not less than 33 percent of the amount to
eligible entities described in section 404A(c)(1);
and

““(ii) not less than 33 percent of the amount to
eligible entities described in section 404A(c)(2);
and

““(B) award the remainder of the amount to el-
igible entities described in paragraph (1) or (2)
of section 404A(c).

““(3) SPECIAL RULE.—The Secretary shall an-
nually reevaluate the distribution of funds de-
scribed in paragraph (2)(B) based on number,
quality, and promise of the applications and ad-
just the distribution accordingly.”.

“(b) LIMITATION.—Each eligible entity de-
scribed in section 404A(c)(1), and each eligible
entity described in section 404A(c)(2) that con-
ducts a scholarship component under section
404E, shall use not less than 25 percent and not
more than 50 percent of grant funds received
under this chapter for the early intervention
component of an eligible entity’s program under
this chapter, except that the Secretary may
waive the 50 percent limitation if the eligible en-
tity demonstrates that the eligible entity has an-
other means of providing the students with fi-
nancial assistance that is described in the plan
submitted under section 404C.

““(c) COORDINATION.—Each eligible entity
shall ensure that the activities assisted under
this chapter are, to the extent practicable, co-
ordinated with, and complement and enhance—
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““(1) services under this chapter provided by
other eligible entities serving the same school
district or State; and

““(2) related services under other Federal or
non-Federal programs.

“‘(d) DESIGNATION OF FISCAL AGENT.—AnN eli-
gible entity described in section 404A(c)(2) shall
designate an institution of higher education or
a local educational agency as the fiscal agent
for the eligible entity.

““(e) COORDINATORS.—AnN eligible entity de-
scribed in section 404A(c)(2) shall have a full-
time program coordinator or a part-time pro-
gram coordinator, whose primary responsibility
is a project under section 404C.

“(f) DISPLACEMENT.—AN eligible entity de-
scribed in 404A(c)(2) shall ensure that the activi-
ties assisted under this chapter will not displace
an employee or eliminate a position at a school
assisted under this chapter, including a partial
displacement such as a reduction in hours,
wages or employment benefits.

““(g) COHORT APPROACH.—

““(1) IN GENERAL.—The Secretary shall require
that eligible entities described in section
404A(c)(2)—

““(A) provide services under this chapter to at
least 1 grade level of students, beginning not
later than 7th grade, in a participating school
that has a 7th grade and in which at least 50
percent of the students enrolled are eligible for
free or reduced-price lunch under the National
School Lunch Act (or, if an eligible entity deter-
mines that it would promote the effectiveness of
a program, an entire grade level of students, be-
ginning not later than the 7th grade, who reside
in public housing as defined in section 3(b)(1) of
the United States Housing Act of 1937); and

““(B) ensure that the services are provided
through the 12th grade to students in the par-
ticipating grade level.

““(2) COORDINATION REQUIREMENT.—In order
for the Secretary to require the cohort approach
described in paragraph (1), the Secretary shall,
where applicable, ensure that the cohort ap-
proach is done in coordination and collabora-
tion with existing early intervention programs
and does not duplicate the services already pro-
vided to a school or community.

“SEC. 404C. ELIGIBLE ENTITY PLANS.

““(a) PLAN REQUIRED FOR ELIGIBILITY.—

““(1) IN GENERAL.—InN order for an eligible en-
tity to qualify for a grant under this chapter,
the eligible entity shall submit to the Secretary
a plan for carrying out the program under this
chapter. Such plan shall provide for the conduct
of a scholarship component if required or under-
taken pursuant to section 404E and an early
intervention component required pursuant to
section 404D.

““(2) CoNTENTS.—Each plan submitted pursu-
ant to paragraph (1) shall be in such form, con-
tain or be accompanied by such information or
assurances, and be submitted at such time as the
Secretary may require by regulation. Each such
plan shall—

““(A) describe the activities for which assist-
ance under this chapter is sought; and

“(B) provide such additional assurances as
the Secretary determines necessary to ensure
compliance with the requirements of this chap-
ter.

““(b) MATCHING REQUIREMENT.—

““(1) IN GENERAL.—The Secretary shall not ap-
prove a plan submitted under subsection (a) un-
less such plan—

““(A) provides that the eligible entity will pro-
vide, from State, local, institutional, or private
funds, not less than 50 percent of the cost of the
program, which matching funds may be pro-
vided in cash or in kind;

““(B) specifies the methods by which matching
funds will be paid; and

“(C) includes provisions designed to ensure
that funds provided under this chapter shall
supplement and not supplant funds expended
for existing programs.
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““(2) SPECIAL RULE.—Notwithstanding the
matching requirement described in paragraph
(1)(A), the Secretary may by regulation modify
the percentage requirement described in para-
graph (1)(A) for eligible entities described in sec-
tion 404A(c)(2).

““(c) METHODS FOR COMPLYING WITH MATCH-
ING REQUIREMENT.—AnN eligible entity may
count toward the matching requirement de-
scribed in subsection (b)(1)(A)—

““(1) the amount of the financial assistance
paid to students from State, local, institutional,
or private funds under this chapter;

“(2) the amount of tuition, fees, room or board
waived or reduced for recipients of financial as-
sistance under this chapter; and

““(3) the amount expended on documented,
targeted, long-term mentoring and counseling
provided by volunteers or paid staff of non-
school organizations, including businesses, reli-
gious organizations, community groups, post-
secondary educational institutions, nonprofit
and philanthropic organizations, and other or-
ganizations.

““(d) PEER REVIEW PANELS.—The Secretary
shall convene peer review panels to assist in
making determinations regarding the awarding
of grants under this chapter.

“SEC. 404D. EARLY INTERVENTION.

‘“(a) SERVICES.—

““(1) IN GENERAL.—InN order to receive a grant
under this chapter, an eligible entity shall dem-
onstrate to the satisfaction of the Secretary, in
the plan submitted under section 404C, that the
eligible entity will provide comprehensive men-
toring, counseling, outreach, and supportive
services to students participating in programs
under this chapter. Such counseling shall in-
clude—

““(A) financial aid counseling and information
regarding the opportunities for financial assist-
ance under this title; and

*“(B) activities or information regarding—

‘(i) fostering and improving parent involve-
ment in promoting the advantages of a college
education, academic admission requirements,
and the need to take college preparation
courses;

““(ii) college admissions and achievement tests;
and

““(iii) college application procedures.

““(2) METHODS.—The eligible entity shall dem-
onstrate in such plan, pursuant to regulations
of the Secretary, the methods by which the eligi-
ble entity will target services on priority stu-
dents described in subsection (c), if applicable.

““(b) USeEs OF FUNDS.—

““(1) IN GENERAL.—The Secretary shall, by reg-
ulation, establish criteria for determining
whether comprehensive mentoring, counseling,
outreach, and supportive services programs may
be used to meet the requirements of subsection
(a).

““(2) PERMISSIBLE ACTIVITIES.—Examples of
activities that meet the requirements of sub-
section (a) include the following:

““(A) Providing eligible students in preschool
through grade 12 with a continuing system of
mentoring and advising that—

‘(i) is coordinated with the Federal and State
community service initiatives; and

“(ii) may include such support services as
after school and summer tutoring, assistance in
obtaining summer jobs, career mentoring, and
academic counseling.

““(B) Requiring each student to enter into an
agreement under which the student agrees to
achieve certain academic milestones, such as
completing a prescribed set of courses and main-
taining satisfactory progress described in section
484(c), in exchange for receiving tuition assist-
ance for a period of time to be established by
each eligible entity.

““(C) Activities designed to ensure secondary
school completion and college enrollment of at-
risk children, such as identification of at-risk
children, after school and summer tutoring, as-
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sistance in obtaining summer jobs, academic
counseling, volunteer and parent involvement,
providing former or current scholarship recipi-
ents as mentor or peer counselors, skills assess-
ment, providing access to rigorous core courses
that reflect challenging academic standards,
personal counseling, family counseling and
home visits, staff development, and programs
and activities described in this subparagraph
that are specially designed for students of lim-
ited English proficiency.

‘(D) Summer programs for individuals who
are in their sophomore or junior years of sec-
ondary school or are planning to attend an in-
stitution of higher education in the succeeding
academic year that—

‘(i) are carried out at an institution of higher
education that has programs of academic year
supportive services for disadvantaged students
through projects authorized under section 402D
or through comparable projects funded by the
State or other sources;

““(ii) provide for the participation of the indi-
viduals who are eligible for assistance under
section 402D or who are eligible for comparable
programs funded by the State;

“(iii)(1) provide summer instruction in reme-
dial, developmental or supportive courses;

“(11) provide such summer services as counsel-
ing, tutoring, or orientation; and

“(111) provide financial assistance to the indi-
viduals to cover the individuals’ summer costs
for books, supplies, living costs, and personal
expenses; and

“(iv) provide the individuals with financial
assistance during each academic year the indi-
viduals are enrolled at the participating institu-
tion after the summer program.

““(E) Requiring eligible students to meet other
standards or requirements as the State deter-
mines necessary to meet the purposes of this sec-
tion.

““(c) PRIORITY STUDENTS.—For eligible entities
not using a cohort approach, the eligible entity
shall treat as priority students any student in
preschool through grade 12 who is eligible—

““(1) to be counted under section 1124(c) of the
Elementary and Secondary Education Act of
1965;

““(2) for free or reduced price meals under the
National School Lunch Act; or

““(3) for assistance pursuant to part A of title
1V of the Social Security Act.

““(d) ALLOWABLE PROVIDERS.—In the case of
eligible entities described in section 404A(c)(1),
the activities required by this section may be
provided by service providers such as commu-
nity-based organizations, schools, institutions of
higher education, public and private agencies,
nonprofit and philanthropic organizations,
businesses, institutions and agencies sponsoring
programs authorized under subpart 4, and other
organizations the State deems appropriate.

“SEC. 404E. SCHOLARSHIP COMPONENT.

““(a) IN GENERAL.—

““(1) STATES.—In order to receive a grant
under this chapter, an eligible entity described
in section 404A(c)(1) shall establish or maintain
a financial assistance program that awards
scholarships to students in accordance with the
requirements of this section. The Secretary shall
encourage the eligible entity to ensure that a
scholarship provided pursuant to this section is
available to an eligible student for use at any
institution of higher education.

“(2) PARTNERSHIPS.—AN eligible entity de-
scribed in section 404A(c)(2) may award scholar-
ships to eligible students in accordance with the
requirements of this section.

““(b) GRANT AMOUNTS.—The maximum amount
of a scholarship that an eligible student shall be
eligible to receive under this section shall be es-
tablished by the eligible entity. The minimum
amount of the scholarship for each fiscal year
shall not be less than the lesser of—

““(1) 75 percent of the average cost of attend-
ance for an in-State student, in a 4-year pro-
gram of instruction, at public institutions of
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higher education in such State, as determined in
accordance with regulations prescribed by the
Secretary; or

““(2) the maximum Federal Pell Grant funded
under section 401 for such fiscal year.

““(c) RELATION TO OTHER ASSISTANCE.—Schol-
arships provided under this section shall not be
considered for the purpose of awarding Federal
grant assistance under this title, except that in
no case shall the total amount of student finan-
cial assistance awarded to a student under this
title exceed such student’s total cost of attend-
ance.

““(d) ELIGIBLE STUDENTS.—A student eligible
for assistance under this section is a student
who—

“(1) is less than 22 years old at time of first
scholarship award under this section;

““(2) receives a secondary school diploma or its
recognized equivalent on or after January 1,
1993;

““(3) is enrolled or accepted for enrollment in
a program of undergraduate instruction at an
institution of higher education that is located
within the State’s boundaries, except that, at
the State’s option, an eligible entity may offer
scholarship program portability for recipients
who attend institutions of higher education out-
side such State; and

““(4) who participated in the early interven-
tion component required under section 404D.

““(e) PRIORITY.—The Secretary shall ensure
that each eligible entity places a priority on
awarding scholarships to students who will re-
ceive a Federal Pell Grant for the academic year
for which the scholarship is awarded under this
section.

“(f) SPECIAL RULE.—AnN eligible entity may
consider students who have successfully partici-
pated in programs funded under chapter 1 to
have met the requirements of subsection (d)(4).
“SEC. 404F. 21ST CENTURY SCHOLAR CERTIFI-

CATES.

““(a) AUTHORITY.—The Secretary, using funds
appropriated under section 404H that do not ex-
ceed $200,000 for a fiscal year—

“(1) shall ensure that certificates, to be
known as 21st Century Scholar Certificates, are
provided to all students participating in pro-
grams under this chapter; and

““(2) may, as practicable, ensure that such cer-
tificates are provided to all students in grades 6
through 12 who attend schools at which at least
50 percent of the students enrolled are eligible
for a free or reduced price lunch under the Na-
tional School Lunch Act.

“‘(b) INFORMATION REQUIRED.—A 21st Century
Scholar Certificate shall be personalized for
each student and indicate the amount of Fed-
eral financial aid for college which a student
may be eligible to receive.

“SEC. 404G. EVALUATION AND REPORT.

““(a) EVALUATION.—Each eligible entity receiv-
ing a grant under this chapter shall biennially
evaluate the activities assisted under this chap-
ter in accordance with the standards described
in subsection (b) and shall submit to the Sec-
retary a copy of such evaluation. The evalua-
tion shall permit service providers to track eligi-
ble student progress during the period such stu-
dents are participating in the activities and
shall be consistent with the standards developed
by the Secretary pursuant to subsection (b).

““(b) EVALUATION STANDARDS.—The Secretary
shall prescribe standards for the evaluation de-
scribed in subsection (a). Such standards shall—

““(1) provide for input from eligible entities
and service providers; and

“(2) ensure that data protocols and proce-
dures are consistent and uniform.

““(c) FEDERAL EVALUATION.—In order to
evaluate and improve the impact of the activi-
ties assisted under this chapter, the Secretary
shall, from not more than 0.75 percent of the
funds appropriated under section 404H for a fis-
cal year, award 1 or more grants, contracts, or
cooperative agreements to or with public and

CONGRESSIONAL RECORD —HOUSE

private institutions and organizations, to enable
the institutions and organizations to evaluate
the effectiveness of the program and, as appro-
priate, disseminate the results of the evaluation.

““(d) REPORT.—The Secretary shall biennially
report to Congress regarding the activities as-
sisted under this chapter and the evaluations
conducted pursuant to this section.

“SEC. 404H. AUTHORIZATION OF APPROPRIA-
TIONS.

“There are authorized to be appropriated to
carry out this chapter $200,000,000 for fiscal
year 1999 and such sums as may be necessary
for each of the 4 succeeding fiscal years.”.

SEC. 404. ACADEMIC ACHIEVEMENT INCENTIVE
SCHOLARSHIPS.

Chapter 3 of subpart 2 of part A of title IV (20
U.S.C. 1070a-31 et seq.) is amended to read as
follows:

“CHAPTER 3—ACADEMIC ACHIEVEMENT

INCENTIVE SCHOLARSHIPS
“SEC. 406A. SCHOLARSHIPS AUTHORIZED.

“The Secretary is authorized to award schol-
arships to students who graduate from second-
ary school after May 1, 2000, to enable the stu-
dents to pay the cost of attendance at an insti-
tution of higher education during the students
first 2 academic years of undergraduate edu-
cation, if the students—

‘(1) are eligible to receive Federal Pell Grants
for the year in which the scholarships are
awarded; and

““(2) demonstrate academic achievement by
graduating in the top 10 percent of their second-
ary school graduating class.

“SEC. 406B. SCHOLARSHIP PROGRAM REQUIRE-
MENTS.

‘“(2) AMOUNT OF AWARD.—

““(1) IN GENERAL.—EXxcept as provided in para-
graph (2), the amount of a scholarship awarded
under this chapter for any academic year shall
be equal to 100 percent of the amount of the
Federal Pell Grant for which the recipient is eli-
gible for the academic year.

““(2) ADJUSTMENT FOR INSUFFICIENT APPRO-
PRIATIONS.—If, after the Secretary determines
the total number of eligible applicants for an
academic year in accordance with section 406C,
funds available to carry out this chapter for the
academic year are insufficient to fully fund all
awards under this chapter for the academic
year, the amount of the scholarship paid to
each student under this chapter shall be re-
duced proportionately.

““(b) ASSISTANCE NOT TO EXCEED COST OF AT-
TENDANCE.—A scholarship awarded under this
chapter to any student, in combination with the
Federal Pell Grant assistance and other student
financial assistance available to such student,
may not exceed the student’s cost of attendance.
“SEC. 406C. ELIGIBILITY OF SCHOLARS.

‘“(a) PROCEDURES ESTABLISHED BY REGULA-
TION.—The Secretary shall establish by regula-
tion procedures for the determination of eligi-
bility of students for the scholarships awarded
under this chapter. Such procedures shall in-
clude measures to prevent any secondary school
from certifying more than 10 percent of the
school’s students for eligibility under this sec-
tion.

‘“(b) COORDINATION.—INn prescribing proce-
dures under subsection (a), the Secretary shall
ensure that the determination of eligibility and
the amount of the scholarship is determined in
a timely and accurate manner consistent with
the requirements of section 482 and the submis-
sion of the financial aid form required by sec-
tion 483. For such purposes, the Secretary may
provide that, for the first academic year of a
student’s 2 academic years of eligibility under
this chapter, class rank may be determined prior
to graduation from secondary school, at such
time and in such manner as the Secretary may
specify in regulations prescribed under this
chapter.

“SEC. 406D. STUDENT REQUIREMENTS.

““(a) IN GENERAL.—Each eligible student desir-

ing a scholarship under this chapter shall sub-
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mit an application to the Secretary at such time,
in such manner, and containing such informa-
tion as the Secretary may reasonably require.

““(b) CONTINUING ELIGIBILITY.—In order for a
student to continue to be eligible to receive a
scholarship under this chapter for the second
year of undergraduate education, the eligible
student shall maintain eligibility to receive a
Federal Pell Grant for that year, including ful-
filling the requirements for satisfactory progress
described in section 484(c).

“SEC. 407E. AUTHORIZATION OF APPROPRIA-
TIONS.

“There are authorized to be appropriated to
carry out this chapter $200,000,000 for fiscal
year 1999 and such sums as may be necessary
for each of the 4 succeeding fiscal years.”.

SEC. 405. REPEALS.

Chapters 4 through 8 of subpart 2 of part A of
title IV (20 U.S.C. 1070a-41 et seq. and 1070a-81
et seq.) are repealed.

SEC. 406. FEDERAL SUPPLEMENTAL EDU-
CATIONAL OPPORTUNITY GRANTS.

(a) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 413A(b)(1) (20 U.S.C. 1070b(b)(1)) is amend-
ed by striking ‘“1993”’ and inserting ‘“1999”".

(b) USE OF FUNDS FOR LESS-THAN-FULL-TIME
STUDENTS.—Subsection (d) of section 413C (20
U.S.C. 1070b-2) is amended to read as follows:

“(d) USe oF FUNDS FOR LESS-THAN-FULL-
TIME STUDENTS.—If the institution’s allocation
under this subpart is directly or indirectly based
in part on the financial need demonstrated by
students who are independent students or at-
tending the institution on less than a full-time
basis, then a reasonable proportion of the allo-
cation shall be made available to such stu-
dents.”.

(c) ALLOCATION OF FUNDS.—

(1) UPDATING THE BASE PERIOD.—Section
413D(a) (20 U.S.C. 1070b-3(a)) is amended—

(A) in paragraph (1), by striking ‘‘received
and used under this part for fiscal year 1985
and inserting ‘‘received under subsections (a)
and (b) of this section for fiscal year 1999 (as
such subsections were in effect with respect to
allocations for such fiscal year)’’;

(B) in paragraph (2)—

(i) in subparagraphs (A) and (B), by striking
‘1985’ each place the term appears and insert-
ing ““1999’; and

(ii) in subparagraph (C)(i), by striking ‘1986’
and inserting ‘*2000”.

(2) ELIMINATION OF PRO RATA SHARE.—Section
413D is further amended—

(A) by striking subsection (b);

(B) in subsection (c)(1), by striking “‘three-
quarters of the remainder’” and inserting “‘the
remainder’’;

(C) in subsection (c)(2)(A)(i), by striking “‘sub-
section (d)’” and inserting ‘‘subsection (c)’’; and

(D) by redesignating subsections (c), (d), (e),
and (f) as subsections (b), (c), (d), and (e), re-
spectively.

(3) EFFECTIVE DATE.—The amendments made
by this subsection shall apply with respect to al-
locations of amounts appropriated pursuant to
section 413A(b) of the Higher Education Act of
1965 for fiscal year 2000 or any succeeding fiscal
year.

(d) CARRYOVER AND CARRYBACK AUTHORITY.—
Subpart 3 of part A of title IV (20 U.S.C. 1070b
et seq.) is amended by adding at the end the fol-
lowing:

“SEC. 413E. CARRYOVER AND CARRYBACK AU-
THORITY.

““(a) CARRYOVER AUTHORITY.—Of the sums
made available to an eligible institution under
this subpart for a fiscal year, not more than 10
percent may, at the discretion of the institution,
remain available for expenditure during the suc-
ceeding fiscal year to carry out the program
under this subpart.

*‘(b) CARRYBACK AUTHORITY.—

““(1) IN GENERAL.—Of the sums made available
to an eligible institution under this subpart for
a fiscal year, not more than 10 percent may, at
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the discretion of the institution, be used by the
institution for expenditure for the fiscal year
preceding the fiscal year for which the sums
were appropriated.

““(2) USE OF CARRIED-BACK FUNDS.—AnN eligible
institution may make grants to students after
the end of the academic year, but prior to the
beginning of the succeeding fiscal year, from
such succeeding fiscal year’s appropriations.”.
SEC. 407. LEVERAGING EDUCATIONAL ASSIST-

ANCE PARTNERSHIP PROGRAM.

(a) AMENDMENT TO SUBPART HEADING.—

(1) IN GENERAL.—The heading for subpart 4 of
part A of title IV (20 U.S.C. 1070c et seq.) is
amended to read as follows:

*“SUBPART 4—LEVERAGING EDUCATIONAL
ASSISTANCE PARTNERSHIP PROGRAM’.

(2) CONFORMING AMENDMENTS.—Subpart 4 of
part A of title IV (20 U.S.C. 1070c et seq.) is
amended—

(A) in section 415B(b) (20 U.S.C. 1070c-1(b)),
by striking ‘‘State student grant incentive’’ and
inserting ‘‘leveraging educational assistance
partnership’’; and

(B) in the heading for section 415C (20 U.S.C.
1070c-2), by striking ““STATE STUDENT IN-
CENTIVE GRANT”’ and inserting
“LEVERAGING EDUCATIONAL ASSISTANCE
PARTNERSHIP’.

(b) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 415A(b) (20 U.S.C. 1070c(b)) is amended—

(1) in paragraph (1), by striking ‘1993’ and
inserting ‘1999"’;

(2) by redesignating paragraph (2) as para-
graph (3); and

(3) by inserting after paragraph (1) the follow-
ing:

““(2) RESERVATION.—For any fiscal year for
which the amount appropriated under para-
graph (1) exceeds $30,000,000, the excess shall be
available to carry out section 415E.”".

(c) SPECIAL LEVERAGING EDUCATIONAL ASSIST-
ANCE PARTNERSHIP PROGRAM.—Subpart 4 of
part A of title IV (20 U.S.C. 1070c et seq.) is
amended—

(1) by redesignating section 415E as 415F; and

(2) by inserting after section 415D the follow-
ing:

“SEC. 415E. SPECIAL LEVERAGING EDUCATIONAL
ASSISTANCE PARTNERSHIP  PRO-
GRAM.

“(a) IN GENERAL.—From amounts reserved
under section 415A(b)(2) for each fiscal year, the
Secretary shall—

‘(1) make allotments among States in the
same manner as the Secretary makes allotments
among States under section 415B; and

“(2) award grants to States, from allotments
under paragraph (1), to enable the States to pay
the Federal share of the cost of the authorized
activities described in subsection (c).

““(b) APPLICABILITY RULE.—The provisions of
this subpart which are not inconsistent with
this section shall apply to the program author-
ized by this section.

““(c) AUTHORIZED ACTIVITIES.—Each State re-
ceiving a grant under this section may use the
grant funds for—

““(1) increasing the dollar amount of grants
awarded under section 415B to eligible students
who demonstrate financial need;

“(2) carrying out transition programs from
secondary school to postsecondary education for
eligible students who demonstrate financial
need;

““(3) carrying out a financial aid program for
eligible students who demonstrate financial
need and wish to enter careers in information
technology, or other fields of study determined
by the State to be critical to the State’s work-
force needs;

““(4) making funds available for community
service work-study activities for eligible students
who demonstrate financial need;

““(5) creating a postsecondary scholarship pro-
gram for eligible students who demonstrate fi-
nancial need and wish to enter teaching;
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“(6) creating a scholarship program for eligi-
ble students who demonstrate financial need
and wish to enter a program of study leading to
a degree in mathematics, computer science, or
engineering;

*“(7) carrying out early intervention programs,
mentoring programs, and career education pro-
grams for eligible students who demonstrate fi-
nancial need; and

““(8) awarding merit or academic scholarships
to eligible students who demonstrate financial
need.

““(d) MAINTENANCE OF EFFORT REQUIRE-
MENT.—Each State receiving a grant under this
section for a fiscal year shall provide the Sec-
retary an assurance that the aggregate amount
expended per student or the aggregate expendi-
tures by the State, from funds derived from non-
Federal sources, for the authorized activities de-
scribed in subsection (c) for the preceding fiscal
year were not less than the amount expended
per student or the aggregate expenditures by the
State for the activities for the second preceding
fiscal year.

‘“(e) FEDERAL SHARE.—The Federal share of
the cost of the authorized activities described in
subsection (c) for any fiscal year shall be not
more than 33% percent.”.

(c) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) PURPOSE.—Subsection (a) of section 415A
(20 U.S.C. 1070c(a)) is amended to read as fol-
lows:

‘“(a) PURPOSE OF SUBPART.—It is the purpose
of this subpart to make incentive grants avail-
able to States to assist States in—

‘(1) providing grants to—

““(A) eligible students attending institutions of
higher education or participating in programs of
study abroad that are approved for credit by in-
stitutions of higher education at which such
students are enrolled; and

““(B) eligible students for campus-based com-
munity service work-study; and

““(2) carrying out the activities described in
section 415F.”.

(2) ALLOTMENT.—Section 415B(a)(1) (20 U.S.C.
1070c-1(a)(1)) is amended by inserting ‘“‘and not
reserved under section 415A(b)(2)” after
“415A(b)(1)"".

SEC. 408. SPECIAL PROGRAMS FOR STUDENTS
WHOSE FAMILIES ARE ENGAGED IN
MIGRANT AND SEASONAL FARM-
WORK.

(a) COORDINATION.—Section  418A(d) (20
U.S.C. 1070d-2(d)) is amended by inserting after
“‘contains assurances’’ the following: ‘“‘that the
grant recipient will coordinate the project, to
the extent feasible, with other local, State, and
Federal programs to maximize the resources
available for migrant students, and”’.

(b) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 418A(g) is amended by striking ‘“1993’" each
place the term appears and inserting ““1999".

(c) DATA COLLECTION.—Section 418A s
amended—

(1) by redesignating subsection (g) (as amend-
ed by subsection (b)) as subsection (h); and

(2) by inserting after subsection (f) the follow-
ing:

‘“(g) DATA COLLECTION.—The National Center
for Education Statistics shall collect postsecond-
ary education data on migrant students.””.

(d) TECHNICAL AMENDMENT.—Section 418A(e)
is amended by striking ‘‘authorized by subpart 4
of this part in accordance with section
417A(b)(2)”’ and inserting ‘‘in accordance with
section 402A(c)(1)”.

SEC. 409. ROBERT C. BYRD HONORS SCHOLAR-
SHIP PROGRAM.

(a) FAS ELIGIBILITY.—Section 419D (20 U.S.C.
1070d-34) is amended by adding at the end
thereof the following:

‘“(e) FAS ELIGIBILITY.—

““(1) FISCAL YEARS 2000 THROUGH 2004.—Not-
withstanding any other provision of this sub-
part, in the case of students from the Freely As-
sociated States who may be selected to receive a
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scholarship under this subpart for the first time
for any of the fiscal years 2000 through 2004—

““(A) there shall be 10 scholarships in the ag-
gregate awarded to such students for each of
the fiscal years 2000 through 2004; and

““(B) the Pacific Regional Educational Lab-
oratory shall administer the program under this
subpart in the case of scholarships for students
in the Freely Associated States.

““(2) TERMINATION OF ELIGIBILITY.—A student
from the Freely Associated States shall not be
eligible to a receive scholarship under this sub-
part after September 30, 2004.”".

(b) AUTHORIZATION OF APPROPRIATIONS.—Sec-
tion 419K (20 U.S.C. 1070d-41) is amended by
striking ‘‘$10,000,000 for fiscal year 1993’ and
inserting ““$45,000,000 for fiscal year 1999".

SEC. 410. CHILD CARE ACCESS MEANS PARENTS
IN SCHOOL.

Part A of title IV (20 U.S.C. 1070 et seq.) is
amended by inserting after subpart 6 (20 U.S.C.
1070d-31 et seq.) the following:

“Subpart 7—Child Care Access Means Parents
in School

“SEC. 419N. CHILD CARE ACCESS MEANS PAR-
ENTS IN SCHOOL.

““(a) PURPOSE.—The purpose of this section is
to support the participation of low-income par-
ents in postsecondary education through the
provision of campus-based child care services.

““(b) PROGRAM AUTHORIZED.—

““(1) AUTHORITY.—The Secretary may award
grants to institutions of higher education to as-
sist the institutions in providing campus-based
child care services to low-income students.

““(2) AMOUNT OF GRANTS.—

“(A) IN GENERAL.—The amount of a grant
awarded to an institution of higher education
under this section for a fiscal year shall not ex-
ceed 1 percent of the total amount of all Federal
Pell Grant funds awarded to students enrolled
at the institution of higher education for the
preceding fiscal year.

“(B) MINIMUM.—A grant under this section
shall be awarded in an amount that is not less
than $10,000.

““(3) DURATION; RENEWAL; AND PAYMENTS.—

““(A) DURATION.—The Secretary shall award a
grant under this section for a period of 4 years.

““(B) PAYMENTS.—Subject to subsection (e)(2),
the Secretary shall make annual grant pay-
ments under this section.

““(4) ELIGIBLE INSTITUTIONS.—AnN institution
of higher education shall be eligible to receive a
grant under this section for a fiscal year if the
total amount of all Federal Pell Grant funds
awarded to students enrolled at the institution
of higher education for the preceding fiscal year
equals or exceeds $350,000.

““(5) USE OF FUNDS.—Grant funds under this
section shall be used by an institution of higher
education to support or establish a campus-
based child care program primarily serving the
needs of low-income students enrolled at the in-
stitution of higher education. Grant funds
under this section may be used to provide before
and after school services to the extent necessary
to enable low-income students enrolled at the
institution of higher education to pursue post-
secondary education.

““(6) CONSTRUCTION.—Nothing in this section
shall be construed to prohibit an institution of
higher education that receives grant funds
under this section from serving the child care
needs of the community served by the institu-
tion.

““(7) DEFINITION OF LOW-INCOME STUDENT.—
For the purpose of this section, the term “‘low-
income student’ means a student who is eligible
to receive a Federal Pell Grant for the fiscal
year for which the determination is made.

““(c) APPLICATIONS.—AnN institution of higher
education desiring a grant under this section
shall submit an application to the Secretary at
such time, in such manner, and accompanied by
such information as the Secretary may require.
Each application shall—

‘(1) demonstrate that the institution is an eli-
gible institution described in subsection (b)(4);
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““(2) specify the amount of funds requested;

““(3) demonstrate the need of low-income stu-
dents at the institution for campus-based child
care services by including in the application—

“(A) information regarding student demo-
graphics;

“(B) an assessment of child care capacity on
or near campus;

“(C) information regarding the existence of
waiting lists for existing child care;

“(D) information regarding additional needs
created by concentrations of poverty or by geo-
graphic isolation; and

““(E) other relevant data;

““(4) contain a description of the activities to
be assisted, including whether the grant funds
will support an existing child care program or a
new child care program;

““(5) identify the resources, including tech-
nical expertise and financial support, the insti-
tution will draw upon to support the child care
program and the participation of low-income
students in the program, such as accessing so-
cial services funding, using student activity fees
to help pay the costs of child care, using re-
sources obtained by meeting the needs of par-
ents who are not low-income students, and ac-
cessing foundation, corporate or other institu-
tional support, and demonstrate that the use of
the resources will not result in increases in stu-
dent tuition;

““(6) contain an assurance that the institution
will meet the child care needs of low-income stu-
dents through the provision of services, or
through a contract for the provision of services;

“(7) describe the extent to which the child
care program will coordinate with the institu-
tion’s early childhood education curriculum, to
the extent the curriculum is available, to meet
the needs of the students in the early childhood
education program at the institution, and the
needs of the parents and children participating
in the child care program assisted under this
section;

““(8) in the case of an institution seeking as-
sistance for a new child care program—

“(A) provide a timeline, covering the period
from receipt of the grant through the provision
of the child care services, delineating the spe-
cific steps the institution will take to achieve
the goal of providing low-income students with
child care services;

““(B) specify any measures the institution will
take to assist low-income students with child
care during the period before the institution
provides child care services; and

“(C) include a plan for identifying resources
needed for the child care services, including
space in which to provide child care services,
and technical assistance if necessary;

““(9) contain an assurance that any child care
facility assisted under this section will meet the
applicable State or local government licensing,
certification, approval, or registration require-
ments; and

““(10) contain a plan for any child care facility
assisted under this section to become accredited
within 3 years of the date the institution first
receives assistance under this section.

“(d) PRIORITY.—The Secretary shall give pri-
ority in awarding grants under this section to
institutions of higher education that submit ap-
plications describing programs that—

““(1) leverage significant local or institutional
resources, including in-kind contributions, to
support the activities assisted under this section;
and

““(2) utilize a sliding fee scale for child care
services provided under this section in order to
support a high number of low-income parents
pursuing postsecondary education at the insti-
tution.

““(e) REPORTING REQUIREMENTS; CONTINUING
ELIGIBILITY.—

““(1) REPORTING REQUIREMENTS.—

“(A) RePORTS.—Each institution of higher
education receiving a grant under this section
shall report to the Secretary 18 months, and 36
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months, after receiving the first grant payment
under this section.

““(B) CONTENTS.—The report shall include—

‘(i) data on the population served under this
section;

““(ii) information on campus and community
resources and funding used to help low-income
students access child care services;

““(iii) information on progress made toward
accreditation of any child care facility; and

““(iv) information on the impact of the grant
on the quality, availability, and affordability of
campus-based child care services.

‘“(2) CONTINUING ELIGIBILITY.—The Secretary
shall make the third annual grant payment
under this section to an institution of higher
education only if the Secretary determines, on
the basis of the 18-month report submitted under
paragraph (1), that the institution is making a
good faith effort to ensure that low-income stu-
dents at the institution have access to afford-
able, quality child care services.

“(f) CONSTRUCTION.—No funds provided under
this section shall be used for construction, ex-
cept for minor renovation or repair to meet ap-
plicable State or local health or safety require-
ments.

““(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to carry
out this section $45,000,000 for fiscal year 1999
and such sums as may be necessary for each of
the 4 succeeding fiscal years.”.

SEC. 411. LEARNING ANYTIME ANYWHERE PART-
NERSHIPS.

Subpart 8 of part A of title 1V (20 U.S.C. 1070
et seq.) is amended to read as follows:

“Subpart 8—Learning Anytime Anywhere

Partnerships
“SEC. 420D. FINDINGS.

““Congress makes the following findings:

‘(1) The nature of postsecondary education
delivery is changing, and new technology and
other related innovations can provide promising
education opportunities for individuals who are
currently not being served, particularly for indi-
viduals without easy access to traditional cam-
pus-based postsecondary education or for whom
traditional courses are a poor match with edu-
cation or training needs.

“(2) Individuals, including individuals seek-
ing basic or technical skills or their first post-
secondary experience, individuals with disabil-
ities, dislocated workers, individuals making the
transition from welfare-to-work, and individuals
who are limited by time and place constraints
can benefit from nontraditional, noncampus-
based postsecondary education opportunities
and appropriate support services.

“(3) The need for high-quality, nontradi-
tional, technology-based education opportuni-
ties is great, as is the need for skill competency
credentials and other measures of educational
progress and attainment that are valid and
widely accepted, but neither need is likely to be
adequately addressed by the uncoordinated ef-
forts of agencies and institutions acting inde-
pendently and without assistance.

‘“(4) Partnerships, consisting of institutions of
higher education, community organizations, or
other public or private agencies or organiza-
tions, can coordinate and combine institutional
resources—

“(A) to provide the needed variety of edu-
cation options to students; and

‘“(B) to develop new means of ensuring ac-
countability and quality for innovative edu-
cation methods.

“SEC. 420E. PURPOSE; PROGRAM AUTHORIZED.

““(a) PURPOSE.—It is the purpose of this sub-
part to enhance the delivery, quality, and ac-
countability of postsecondary education and ca-
reer-oriented lifelong learning through tech-
nology and related innovations.

‘‘(b) PROGRAM AUTHORIZED.—

““(1) GRANTS.—

““(A) IN GENERAL.—The Secretary may, from
funds appropriated under section 420J make
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grants to, or enter into contracts or cooperative
agreements with, eligible partnerships to carry
out the authorized activities described in section
420G.

““(B) DURATION.—Grants under this subpart
shall be awarded for periods that do not exceed
5 years.

““(2) DEFINITION OF ELIGIBLE PARTNERSHIP.—
For purposes of this subpart, the term ‘eligible
partnership’ means a partnership consisting of 2
or more independent agencies, organizations, or
institutions. The agencies, organizations, or in-
stitutions may include institutions of higher
education, community organizations, and other
public and private institutions, agencies, and
organizations.

“SEC. 420F. APPLICATION.

““(a) REQUIREMENT.—AnN eligible partnership
desiring to receive a grant under this subpart
shall submit an application to the Secretary, in
such form and containing such information, as
the Secretary may require.

““(b) CoNTENTSs.—Each application shall in-
clude—

““(1) the name of each partner and a descrip-
tion of the responsibilities of the partner, in-
cluding the designation of a nonprofit organiza-
tion as the fiscal agent for the partnership;

““(2) a description of the need for the project,
including a description of how the project will
build on any existing services and activities;

““(3) a listing of human, financial (other than
funds provided under this subpart), and other
resources that each member of the partnership
will contribute to the partnership, and a de-
scription of the efforts each member of the part-
nership will make in seeking additional re-
sources; and

““(4) a description of how the project will oper-
ate, including how funds awarded under this
subpart will be used to meet the purpose of this
subpart.

“SEC. 420G. AUTHORIZED ACTIVITIES.

“Funds awarded to an eligible partnership
under this subpart shall be used to—

““(1) develop and assess model distance learn-
ing programs or innovative educational soft-
ware;

““(2) develop methodologies for the identifica-
tion and measurement of skill competencies;

““(3) develop and assess innovative student
support services; or

““(4) support other activities that are consist-
ent with the purpose of this subpart.

“SEC. 420H. MATCHING REQUIREMENT.

““Federal funds shall provide not more than 50
percent of the cost of a project under this sub-
part. The non-Federal share of project costs
may be in cash or in kind, fairly evaluated, in-
cluding services, supplies, or equipment.

“SEC. 4201. PEER REVIEW.

““The Secretary shall use a peer review process
to review applications under this subpart and to
make recommendations for funding under this
subpart to the Secretary.

“SEC. 420J. AUTHORIZATION OF APPROPRIA-
TIONS.

“There are authorized to be appropriated to
carry out this subpart $10,000,000 for fiscal year
1999 and such sums as may be necessary for
each of the 4 succeeding fiscal years.”.

PART B—FEDERAL FAMILY EDUCATION

LOAN PROGRAM
SEC. 411. LIMITATION REPEALED.

Section 421 (20 U.S.C. 1071) is amended by
striking subsection (d).

SEC. 412. ADVANCES TO RESERVE FUNDS.

Section 422 (20 U.S.C. 1072) is amended—

(1) in  subsection (a)(2), by striking
““428(c)(10)(E)’’ and inserting “*428(c)(9)(E)’’;

(2) in subsection (c)—

(A) in paragraph (6)(B)(i), by striking “‘writ-
ten’ and inserting ‘‘written, electronic,”’;

(B) in paragraph (7)(A), by striking ‘‘during
the transition from the Federal Family Edu-
cation Loan Program under this part to the
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Federal Direct Student Loan Program under
part D of this title’’; and

(C) in paragraph (7)(B), by striking
“4428(c)(10)(F)(v)”’ and inserting
428(0)O)(F)(V)”;

(3) in the first and second sentences of sub-
section (g)(1), by striking “‘or the program au-
thorized by part D of this title’” each place it
appears; and

(4) by adding at the end the following:

““(i) ADDITIONAL RECALL OF RESERVES.—

““(1) IN GENERAL.—Notwithstanding any other
provision of law and subject to paragraph (4),
the Secretary shall recall, from reserve funds
held in the Federal Student Loan Reserve
Funds established under section 422A by guar-
anty agencies—

““(A) $85,000,000 in fiscal year 2002;

““(B) $82,500,000 in fiscal year 2006; and

““(C) $82,500,000 in fiscal year 2007.

““(2) DepPosIT.—Funds recalled by the Sec-
retary under this subsection shall be deposited
in the Treasury.

““(3) REQUIRED SHARE.—The Secretary shall
require each guaranty agency to return reserve
funds under paragraph (1) on the basis of the
agency’s required share. For purposes of this
paragraph, a guaranty agency’s required share
shall be determined as follows:

“(A) EQUAL PERCENTAGE.—The Secretary
shall require each guaranty agency to return an
amount representing an equal percentage reduc-
tion in the amount of reserve funds held by the
agency on September 30, 1996.

““(B) CALCULATION.—The equal percentage re-
duction shall be the percentage obtained by di-
viding—

““(i) $250,000,000, by

“(ii) the total amount of all guaranty agen-
cies’ reserve funds held on September 30, 1996,
less any amounts subject to recall under sub-
section (h).

“(C) SPECIAL RULE.—Notwithstanding sub-
paragraphs (A) and (B), the percentage reduc-
tion under subparagraph (B) shall not result in
the depletion of the reserve funds of any agency
which charges the 1.0 percent insurance pre-
mium pursuant to section 428(b)(1)(H) below an
amount equal to the amount of lender claim
payments paid during the 90 days prior to the
date of the return under this subsection. If any
additional amount is required to be returned
after deducting the total of the required shares
under subparagraph (B) and as a result of the
preceding sentence, such additional amount
shall be obtained by imposing on each guaranty
agency to which the preceding sentence does not
apply, an equal percentage reduction in the
amount of the agency’s remaining reserve funds.

‘“(4) OFFSET OF REQUIRED SHARES.—If any
guaranty agency returns to the Secretary any
reserve funds in excess of the amount required
under this subsection or subsection (h), the total
amount required to be returned under para-
graph (1) shall be reduced by the amount of
such excess reserve funds returned.

““(5) DEFINITION OF RESERVE FUNDS.—The term
‘reserve funds’ when used with respect to a
guaranty agency—

“(A) includes any reserve funds in cash or lig-
uid assets held by the guaranty agency, or held
by, or under the control of, any other entity;
and

““(B) does not include buildings, equipment, or
other nonliquid assets.”’.

SEC. 413. GUARANTY AGENCY REFORMS.

(a) FEDERAL STUDENT LOAN RESERVE FUND.—
Part B of title 1V is amended by inserting after
section 422 (20 U.S.C. 1072) the following new
section:

“SEC. 422A. FEDERAL STUDENT LOAN RESERVE
FUND.

‘‘(a) ESTABLISHMENT.—Each guaranty agency
shall, not later than 60 days after the date of
enactment of this section, deposit all funds, se-
curities, and other liquid assets contained in the
reserve fund established pursuant to section 422
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into a Federal Student Loan Reserve Fund (in
this section and section 422B referred to as the
‘Federal Fund’), which shall be an account of a
type selected by the agency, with the approval
of the Secretary.

“(b) INVESTMENT OF FUNDS.—Funds trans-
ferred to the Federal Fund shall be invested in
obligations issued or guaranteed by the United
States or a State, or in other similarly low-risk
securities selected by the guaranty agency, with
the approval of the Secretary. Earnings from the
Federal Fund shall be the sole property of the
Federal Government.

‘“(c) ADDITIONAL DEPOSITS.—After the estab-
lishment of the Federal Fund, a guaranty agen-
cy shall deposit into the Federal Fund—

‘(1) all amounts received from the Secretary
as payment of reinsurance on loans pursuant to
section 428(c)(1);

““(2) from amounts collected on behalf of the
obligation of a defaulted borrower, a percentage
amount equal to the complement of the reinsur-
ance percentage in effect when payment under
the guaranty agreement was made—

““(A) with respect to the defaulted loan pursu-
ant to sections 428(c)(6)(A) and 428F(a)(1)(B);
and

““(B) with respect to a loan that the Secretary
has repaid or discharged under section 437;

““(3) insurance premiums collected from bor-
rowers pursuant to sections 428(b)(1)(H) and
428H(h);

““(4) all amounts received from the Secretary
as payment for supplemental preclaims activity
performed prior to the date of enactment of this
section;

““(5) 70 percent of amounts received after such
date of enactment from the Secretary as pay-
ment for administrative cost allowances for
loans upon which insurance was issued prior to
such date of enactment; and

‘“(6) other receipts as specified in regulations
of the Secretary.

“(d) Uses OoF FUNDS.—Subject to subsection
(f), the Federal Fund may only be used by a
guaranty agency—

‘(1) to pay lender claims pursuant to sections
428(b)(1)(G), 428(j), 437, and 439(q); and

““(2) to pay into the Agency Operating Fund
established pursuant to section 422B (in this sec-
tion and section 422B referred to as the ““‘Oper-
ating Fund’’) a default aversion fee in accord-
ance with section 428(1).

‘‘(e) OWNERSHIP OF FEDERAL FUND.—The Fed-
eral Fund, and any nonliquid asset (such as a
building or equipment) developed or purchased
by the guaranty agency in whole or in part with
Federal reserve funds, regardless of who holds
or controls the Federal reserve funds or such
asset, shall be considered to be the property of
the United States, prorated based on the per-
centage of such asset developed or purchased
with Federal reserve funds, which property
shall be used in the operation of the program
authorized by this part, as provided in sub-
section (d). The Secretary may restrict or regu-
late the use of such asset only to the extent nec-
essary to reasonably protect the Secretary’s pro-
rated share of the value of such asset. The Sec-
retary may direct a guaranty agency, or such
agency’s officers or directors, to cease any activ-
ity involving expenditures, use, or transfer of
the Federal Fund administered by the guaranty
agency that the Secretary determines is a
misapplication, misuse, or improper expenditure
of the Federal Fund or the Secretary’s share of
such asset.

““(f) TRANSITION.—

“(1) IN GENERAL.—INn order to establish the
Operating Fund, each guaranty agency may
transfer not more than 180 days’ cash expenses
for normal operating expenses (not including
claim payments) as a working capital reserve as
defined in Office of Management and Budget
Circular A-87 (Cost Accounting Standards) from
the Federal Fund for deposit into the Operating
Fund for use in the performance of the guar-
anty agency’s duties under this part. Such
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transfers may occur during the first 3 years fol-
lowing the establishment of the Operating
Fund. However, no agency may transfer in ex-
cess of 45 percent of the balance, as of Septem-
ber 30, 1998, of the agency’s Federal Fund to the
agency’s Operating Fund during such 3-year
period. In determining the amount that may be
transferred, the agency shall ensure that suffi-
cient funds remain in the Federal Fund to pay
lender claims within the required time periods
and to meet the reserve recall requirements of
this section and subsections (h) and (i) of sec-
tion 422.

“(2) SPeciAL RULE.—A limited number of
guaranty agencies may transfer interest earned
on the Federal Fund to the Operating Fund
during the first 3 years after the date of enact-
ment of this section if the guaranty agency dem-
onstrates to the Secretary that—

““(A) the cash flow in the Operating Fund will
be negative without the transfer of such inter-
est; and

““(B) the transfer of such interest will substan-
tially improve the financial circumstances of the
guaranty agency.

““(3) REPAYMENT PROVISIONS.—Each guaranty
agency shall begin repayment of sums trans-
ferred pursuant to this subsection not later than
the start of the fourth year after the establish-
ment of the Operating Fund, and shall repay all
amounts transferred not later than 5 years from
the date of the establishment of the Operating
Fund. With respect to amounts transferred from
the Federal Fund, the guaranty agency shall
not be required to repay any interest on the
funds transferred and subsequently repaid. The
guaranty agency shall provide to the Secretary
a reasonable schedule for repayment of the sums
transferred and an annual financial analysis
demonstrating the agency’s ability to comply
with the schedule and repay all outstanding
sums transferred.

“(4) PROHIBITION.—If a guaranty agency
transfers funds from the Federal Fund in ac-
cordance with this section, and fails to make
scheduled repayments to the Federal Fund, the
agency may not receive any other funds under
this part until the Secretary determines that the
agency has made such repayments. The Sec-
retary shall pay to the guaranty agency any
funds withheld in accordance with this para-
graph immediately upon making the determina-
tion that the guaranty agency has made all
such repayments.

““(5) WAIVER.—The Secretary may—

““(A) waive the requirements of paragraph (3),
but only with respect to repayment of interest
that was transferred in accordance with para-
graph (2); and

““(B) waive paragraph (4);
for a guaranty agency, if the Secretary deter-
mines that there are extenuating circumstances
(such as State constitutional prohibitions) be-
yond the control of the agency that justify such
a waiver.

““(6) EXTENSION OF REPAYMENT PERIOD FOR IN-
TEREST.—

““(A) EXTENSION PERMITTED.—The Secretary
shall extend the period for repayment of interest
that was transferred in accordance with para-
graph (2) from 2 years to 5 years if the Secretary
determines that—

““(i) the cash flow of the Operating Fund will
be negative as a result of repayment as required
by paragraph (3);

““(ii) the repayment of the interest transferred
will substantially diminish the financial cir-
cumstances of the guaranty agency; and

“(iii) the guaranty agency has
onstrated—

“(1) that the agency is able to repay all trans-
ferred funds by the end of the 8th year follow-
ing the date of establishment of the Operating
Fund, and

“(I1) that the agency will be financially
sound on the completion of repayment.

““(B) REPAYMENT OF INCOME ON TRANSFERRED
FUNDS.—AIl repayments made to the Federal
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Fund during the 6th, 7th, and 8th years follow-
ing the establishment of the Operating Fund of
interest that was transferred shall include the
sums transferred plus any income earned from
the investment of the sums transferred after the
5th year.

“(7) INVESTMENT OF FEDERAL FUNDS.—Funds
transferred from the Federal Fund to the Oper-
ating Fund for operating expenses shall be in-
vested in obligations issued or guaranteed by
the United States or a State, or in other simi-
larly low-risk securities selected by the guaranty
agency, with the approval of the Secretary.

““(8) SPECIAL RULE.—In calculating the mini-
mum reserve level required by section
428(c)(9)(A), the Secretary shall include all
amounts owed to the Federal Fund by the guar-
anty agency in the calculation.”.

(b) AGENCY OPERATING FUND ESTABLISHED.—
Part B of title IV is further amended by insert-
ing after section 422A (as added by subsection
(a)) the following new section:

“SEC. 422B. AGENCY OPERATING FUND.

““(a) ESTABLISHMENT.—Each guaranty agency
shall, not later than 60 days after the date of
enactment of this section, establish a fund des-
ignated as the Operating Fund.

““(b) INVESTMENT OF FUNDS.—Funds deposited
into the Operating Fund shall be invested at the
discretion of the guaranty agency in accordance
with prudent investor standards.

““(c) ADDITIONAL DEPOSITS.—After the estab-
lishment of the Operating Fund, the guaranty
agency shall deposit into the Operating Fund—

““(1) the loan processing and issuance fee paid
by the Secretary pursuant to section 428(f);

““(2) 30 percent of amounts received after the
date of enactment of this section from the Sec-
retary as payment for administrative cost allow-
ances for loans upon which insurance was
issued prior to such date of enactment;

““(3) the account maintenance fee paid by the
Secretary in accordance with section 458;

““(4) the default aversion fee paid in accord-
ance with section 428(1);

““(5) amounts remaining pursuant to section
428(c)(6)(B) from collection on defaulted loans
held by the agency, after payment of the Sec-
retary’s equitable share, excluding amounts de-
posited in the Federal Fund pursuant to section
422A(c)(2); and

““(6) other receipts as specified in regulations
of the Secretary.

““(d) USes OF FUNDS.—

““(1) IN GENERAL.—Funds in the Operating
Fund shall be used for application processing,
loan disbursement, enrollment and repayment
status management, default aversion activities
(including those described in section 422(h)(8)),
default collection activities, school and lender
training, financial aid awareness and related
outreach activities, compliance monitoring, and
other student financial aid related activities, as
selected by the guaranty agency.

“(2) SPECIAL RULE.—The guaranty agency
may, in the agency’s discretion, transfer funds
from the Operating Fund to the Federal Fund
for use pursuant to section 422A. Such transfer
shall be irrevocable, and any funds so trans-
ferred shall become the sole property of the
United States.

““(3) DEFINITIONS.—For purposes of this sub-
section:

““(A) DEFAULT COLLECTION ACTIVITIES.—The
term ‘default collection activities’ means activi-
ties of a guaranty agency that are directly relat-
ed to the collection of the loan on which a de-
fault claim has been paid to the participating
lender, including the due diligence activities re-
quired pursuant to regulations of the Secretary.

““(B) DEFAULT AVERSION ACTIVITIES.—The
term ‘default aversion activities’” means activi-
ties of a guaranty agency that are directly relat-
ed to providing collection assistance to the lend-
er on a delinquent loan, prior to the loan’s
being legally in a default status, including due
diligence activities required pursuant to regula-
tions of the Secretary.
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““(C) ENROLLMENT AND REPAYMENT STATUS
MANAGEMENT.—The term ‘enrollment and repay-
ment status management’ means activities of a
guaranty agency that are directly related to
ascertaining the student’s enrollment status, in-
cluding prompt notification to the lender of
such status, an audit of the note or written
agreement to determine if the provisions of that
note or agreement are consistent with the
records of the guaranty agency as to the prin-
cipal amount of the loan guaranteed, and an
examination of the note or agreement to assure
that the repayment provisions are consistent
with the provisions of this part.

‘“(e) OWNERSHIP AND REGULATION OF OPERAT-
ING FUND.—

““(1) OWNERSHIP.—The Operating Fund, with
the exception of funds transferred from the Fed-
eral Fund in accordance with section 422A(f),
shall be considered to be the property of the
guaranty agency.

““(2) REGULATION.—Except as provided in
paragraph (3), the Secretary may not regulate
the uses or expenditure of moneys in the Oper-
ating Fund, but the Secretary may require such
necessary reports and audits as provided in sec-
tion 428(b)(2).

““(3) EXCePTION.—Notwithstanding  para-
graphs (1) and (2), during any period in which
funds are owed to the Federal Fund as a result
of transfer under section 422A(f)—

““(A) moneys in the Operating Fund may only
be used for expenses related to the student loan
programs authorized under this part; and

““(B) the Secretary may regulate the uses or
expenditure of moneys in the Operating Fund.”.
SEC. 414. SCOPE AND DURATION OF FEDERAL

LOAN INSURANCE PROGRAM.

Section 424(a) (20 U.S.C. 1074(a)) is amended—

(1) by striking ‘‘October 1, 2002"" and inserting
“‘October 1, 2004’’; and

(2) by striking ‘“‘September 30, 2006’ and in-
serting ‘‘September 30, 2008"".

SEC. 415. LIMITATIONS ON INDIVIDUAL FEDER-
ALLY INSURED LOANS AND FEDERAL
LOAN INSURANCE.

Section 425(a)(1)(A) (20 U.S.C. 1075(a)(1)(A)) is
amended—

(1) in clause (i)—

(A) by inserting “‘and’’ after the semicolon at
the end of subclause (1); and

(B) by striking subclauses (I11) and (I111) and
inserting the following:

“(I1) if such student is enrolled in a program
of undergraduate education which is less than
one academic year, the maximum annual loan
amount that such student may receive may not
exceed the amount that bears the same ratio to
the amount specified in subclause (I) as the
length of such program measured in semester,
trimester, quarter, or clock hours bears to one
academic year;’’; and

(2) by inserting ““and’” after the semicolon at
the end of clause (iii).

SEC. 416. APPLICABLE INTEREST RATES.

(a) APPLICABLE INTEREST RATES.—

(1) AMENDMENT.—Section 427A (20 U.S.C.
1077a) is amended—

(A) by redesignating subsections (k) and () as
subsections (I) and (m), respectively; and

(B) by inserting after subsection (j) the follow-
ing:
““(k) INTEREST RATES FOR NEW LOANS ON OR
AFTER OCTOBER 1, 1998, AND BEFORE JULY 1,
2003.—

““(1) IN GENERAL.—Notwithstanding subsection
(h) and subject to paragraph (2) of this sub-
section, with respect to any loan made, insured,
or guaranteed under this part (other than a
loan made pursuant to section 428B or 428C) for
which the first disbursement is made on or after
October 1, 1998, and before July 1, 2003, the ap-
plicable rate of interest shall, during any 12-
month period beginning on July 1 and ending on
June 30, be determined on the preceding June 1
and be equal to—

““(A) the bond equivalent rate of 91-day Treas-
ury bills auctioned at the final auction held
prior to such June 1; plus
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““(B) 2.3 percent,
except that such rate shall not exceed 8.25 per-
cent.

““(2) IN SCHOOL AND GRACE PERIOD RULES.—
Notwithstanding subsection (h), with respect to
any loan under this part (other than a loan
made pursuant to section 428B or 428C) for
which the first disbursement is made on or after
October 1, 1998, and before July 1, 2003, the ap-
plicable rate of interest for interest which ac-
crues—

“(A) prior to the beginning of the repayment
period of the loan; or

“(B) during the period in which principal
need not be paid (whether or not such principal
is in fact paid) by reason of a provision de-
scribed in section 427(a)(2)(C) or 428(b)(1)(M),
shall be determined under paragraph (1) by sub-
stituting ‘1.7 percent’ for ‘2.3 percent’.

“(3) PLUS LoANs.—Notwithstanding sub-
section (h), with respect to any loan under sec-
tion 428B for which the first disbursement is
made on or after October 1, 1998, and before
July 1, 2003, the applicable rate of interest shall
be determined under paragraph (1)—

““(A) by substituting ‘3.1 percent’ for ‘2.3 per-
cent’; and

““(B) by substituting ‘9.0 percent’ for ‘8.25 per-
cent’.

““(4) CONSOLIDATION LOANS.—With respect to
any consolidation loan under section 428C for
which the application is received by an eligible
lender on or after October 1, 1998, and before
July 1, 2003, the applicable rate of interest shall
be at an annual rate on the unpaid principal
balance of the loan that is equal to the lesser
of—

““(A) the weighted average of the interest rates
on the loans consolidated, rounded to the near-
est higher one-eighth of 1 percent; or

““(B) 8.25 percent.

““(5) CONSULTATION.—The Secretary shall de-
termine the applicable rate of interest under this
subsection after consultation with the Secretary
of the Treasury and shall publish such rate in
the Federal Register as soon as practicable after
the date of determination.””.

2) CONFORMING AMENDMENT.—Section
428B(d)(4) (20 U.S.C. 1078-2(d)(4)) is amended by
striking ‘‘section 427A(c)”’ and inserting ‘‘sec-
tion 427A".

(b) SPECIAL ALLOWANCES.

(1) AMENDMENT.—Section 438(b)(2) (20 U.S.C.
1087-1(b)(2)) is amended by adding at the end
the following:

““(H) LOANS DISBURSED ON OR AFTER OCTOBER
1, 1998, AND BEFORE JULY 1, 2003.—

“(i) IN GENERAL.—Subject to paragraph (4)
and clauses (ii), (iii), and (iv) of this subpara-
graph, and except as provided in subparagraph
(B), the special allowance paid pursuant to this
subsection on loans for which the first disburse-
ment is made on or after October 1, 1998, and be-
fore July 1, 2003, shall be computed—

“(1) by determining the average of the bond
equivalent rates of 91-day Treasury bills auc-
tioned for such 3-month period;

“(I1) by subtracting the applicable interest
rates on such loans from such average bond
equivalent rate;

“(1) by adding 2.8 percent to the resultant
percent; and

“(1V) by dividing the resultant percent by 4.

“(iif) IN SCHOOL AND GRACE PERIOD.—In the
case of any loan for which the first disburse-
ment is made on or after October 1, 1998, and be-
fore July 1, 2003, and for which the applicable
rate of interest is described in section 427A(k)(2),
clause (i)(111) of this subparagraph shall be ap-
plied by substituting ‘2.2 percent’ for ‘2.8 per-
cent’.

“(iii) PLUS LOANS.—In the case of any loan
for which the first disbursement is made on or
after October 1, 1998, and before July 1, 2003,
and for which the applicable rate of interest is
described in section 427A(k)(3), clause (i)(111) of
this subparagraph shall be applied by substitut-
ing ‘3.1 percent’ for ‘2.8 percent’, subject to
clause (v) of this subparagraph.
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““(iv) CONSOLIDATION LOANS.—In the case of
any consolidation loan for which the applica-
tion is received by an eligible lender on or after
October 1, 1998, and before July 1, 2003, and for
which the applicable interest rate is determined
under section 427A(k)(4), clause (i)(111) of this
subparagraph shall be applied by substituting
‘3.1 percent’ for ‘2.8 percent’, subject to clause
(vi) of this subparagraph.

““(v) LIMITATION ON SPECIAL ALLOWANCES FOR
PLUS LOANS.—In the case of PLUS loans made
under section 428B and first disbursed on or
after October 1, 1998, and before July 1, 2003, for
which the interest rate is determined under sec-
tion 427A(Kk)(3), a special allowance shall not be
paid for such loan during any 12-month period
beginning on July 1 and ending on June 30 un-
less, on the June 1 preceding such July 1—

“(1) the bond equivalent rate of 91-day Treas-
ury bills auctioned at the final auction held
prior to such June 1 (as determined by the Sec-
retary for purposes of such section); plus

“(11) 3.1 percent,
exceeds 9.0 percent.

““(vi) LIMITATION ON SPECIAL ALLOWANCES FOR
CONSOLIDATION LOANS.—In the case of consoli-
dation loans made under section 428C and for
which the application is received on or after Oc-
tober 1, 1998, and before July 1, 2003, for which
the interest rate is determined under section
427A(k)(4), a special allowance shall not be paid
for such loan during any 3-month period ending
March 31, June 30, September 30, or December 31
unless—

“(1) the average of the bond equivalent rate of
91-day Treasury bills auctioned for such 3-
month period; plus

“(11) 3.1 percent,
exceeds the rate determined under section
427A(K)(4).”.

(2) CONSOLIDATION LOANS.—Section 428C(c)(1)
(20 U.S.C. 1078-3(c)(1)) is amended by striking
everything preceding subparagraph (B) and in-
serting the following:

““(1) INTEREST RATE.—(A) Notwithstanding
subparagraphs (B) and (C), with respect to any
loan made under this section for which the ap-
plication is received by an eligible lender on or
after October 1, 1998, and before July 1, 2003, the
applicable interest rate shall be determined
under section 427A(K)(4).”".

®3) CONFORMING AMENDMENT.—Section
438(b)(2) (20 U.S.C. 1087-1(b)(2)(C)(ii)) is amend-
ed—

(A) in subparagraph (A), by striking *““(F),
and (G)”’ and inserting ‘“(F), (G), and (H)"’;

(B) in subparagraph (B)(iv), by striking “‘(F),
or (G)” and inserting *‘(F), (G), or (H)”’; and

(C) in subparagraph (C)(ii), by striking “‘sub-
paragraph (G)” and inserting ‘‘subparagraphs
(G) and (H).

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply with respect to any
loan made, insured, or guaranteed under part B
of title IV of the Higher Education Act of 1965
for which the first disbursement is made on or
after October 1, 1998, and before July 1, 2003, ex-
cept that such amendments shall apply with re-
spect to any loan made under section 428C of
such Act for which the application is received
by an eligible lender on or after October 1, 1998,
and before July 1, 2003.

SEC. 417. FEDERAL PAYMENTS TO REDUCE STU-
DENT INTEREST COSTS.

(a) FEDERAL INTEREST SUBSIDIES.—

(1) REQUIREMENTS TO RECEIVE SUBSIDY.—Sec-
tion 428(a)(2) (20 U.S.C. 1078(a)(2)) is amended—

(A) in subparagraph (A)(i), by striking sub-
clauses (1), (11), and (111) and inserting the fol-
lowing:

“(1) sets forth the loan amount for which the
student shows financial need; and

“(11) sets forth a schedule for disbursement of
the proceeds of the loan in installments, consist-
ent with the requirements of section 428G; and’’;
and

(B) by amending subparagraph (B) to read as
follows:
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““(B) For the purpose of clause (ii) of subpara-
graph (A), a student shall qualify for a portion
of an interest payment under paragraph (1) if
the eligible institution has determined and docu-
mented the student’s amount of need for a loan
based on the student’s estimated cost of attend-
ance, estimated financial assistance, and, for
the purpose of an interest payment pursuant to
this section, expected family contribution (as de-
termined under part F), subject to the provisions
of subparagraph (D).”’;

(C) by amending subparagraph (C) to read as
follows:

““(C) For the purpose of subparagraph (B) and
this paragraph—

(i) a student’s cost of attendance shall be de-
termined under section 472;

‘(i) a student’s estimated financial assistance
means, for the period for which the loan is
sought—

“(1) the amount of assistance such student
will receive under subpart 1 of part A (as deter-
mined in accordance with section 484(b)), sub-
part 3 of part A, and parts C and E;

“(11) any veterans’ education benefits paid be-
cause of enrollment in a postsecondary edu-
cation institution, including veterans’ education
benefits (as defined in section 480(c), but exclud-
ing benefits described in paragraph (2)(E) of
such section); plus

“(111) other scholarship, grant, or loan assist-
ance, but excluding any national service edu-
cation award or post-service benefit under title
I of the National and Community Service Act of
1990; and

‘“(iii) the determination of need and of the
amount of a loan by an eligible institution
under subparagraph (B) with respect to a stu-
dent shall be calculated in accordance with part
F.”; and

(D) by striking subparagraph (F).

(2) DURATION OF  AUTHORITY.—Section
428(a)(5) is amended—

(A) by striking ‘‘September 30, 2002’ and in-
serting ‘‘September 30, 2004’’; and

(B) by striking ‘‘September 30, 2006’ and in-
serting ‘‘September 30, 2008”".

(b) INSURANCE PROGRAM AGREEMENTS.—

(1) ANNUAL LOAN LIMITS.—Section 428(b)(1)(A)
is amended—

(A) in the matter preceding clause (i), by in-
serting ‘‘, as defined in section 481(a)(2),”” after
‘‘academic year’’;

(B) in clause (i)—

(i) in subclause (1), by striking ‘‘length (as de-
termined under section 481);” and inserting
“length; and’’; and

(ii) by striking subclauses (I1) and (I11) and
inserting the following:

“(11) if such student is enrolled in a program
of undergraduate education which is less than 1
academic year, the maximum annual loan
amount that such student may receive may not
exceed the amount that bears the same ratio to
the amount specified in subclause (I) as the
length of such program measured in semester,
trimester, quarter, or clock hours bears to 1 aca-
demic year;”’;

(C) in clause (iv), by striking ‘“‘and’’ after the
semicolon;

(D) in clause (v), by inserting ‘“‘and’’ after the
semicolon; and

(E) by inserting before the matter following
clause (v) the following:

“(vi) in the case of a student enrolled in
coursework specified in sections 484(b)(3)(B) and
484(b)(9)(B)—

“(l) $2,625 for coursework necessary for en-
rollment in an undergraduate degree or certifi-
cate program, and, in the case of a student who
has obtained a baccalaureate degree, $5,500 for
coursework necessary for enrollment in a grad-
uate or professional degree or certification pro-
gram; and

“(I1) in the case of a student who has ob-
tained a baccalaureate degree, $5,500 for
coursework necessary for a professional creden-
tial or certification from a State required for em-
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ployment as a teacher in an elementary school
or secondary school;”’.

(2) SELECTION OF REPAYMENT PLANS.—Clause
(ii) of section 428(b)(1)(D) is amended to read as
follows: ““(ii) the student borrower may annu-
ally change the selection of a repayment plan
under this part, and”’.

(3) REPAYMENT PLANS.—Subparagraph (E) of
section 428(b)(1) is amended to read as follows:

“(E) subject to subparagraphs (D) and (L),
and except as provided by subparagraph (M),
provides that—

““(i) not more than 6 months prior to the date
on which the borrower’s first payment is due,
the lender shall offer the borrower of a loan
made, insured, or guaranteed under this section
or section 428H, the option of repaying the loan
in accordance with a standard, graduated, in-
come-sensitive, or extended repayment schedule
(as described in paragraph (9)) established by
the lender in accordance with regulations of the
Secreta