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S. 449. A bill to establish the Midewin Na-
tional Tallgrass Prairie in the State of Illi-
nois, and for other purposes; to the Com-
mittee on Armed Services.

By Mr. GRASSLEY:

S. 450. A bill for the relief of Foad Miahi-
Neysi and his wife, Haiedeh Miahi-Neysi; to
the Committee on the Judiciary.

By Mr. NICKLES (for himself, Mr.
INHOFE, and Mr. DOLE):

S. 451. A bill to encourage production of oil
and gas within the United States by pro-
viding tax incentives and easing regulatory
burdens, and for other purposes; to the Com-
mittee on Finance.

By Mr. MOYNIHAN (for himself and
Mr. DASCHLE) (by request):

S. 452. A Dbill to amend the Internal Rev-
enue Code of 1986 to provide tax relief for the
middle class; to the Committee on Finance.

By Mr. MOYNIHAN (for himself and
Mr. DASCHLE) (by request):

S. 453. A Dbill to amend the Internal Rev-
enue Code of 1986 to modify the eligibility
criteria for the earned income tax credit, to
improve tax compliance by United States
persons establishing or benefiting from for-
eign trusts, and for other purposes; to the
Committee on Finance.

By Mr. MCCONNELL (for himself, Mr.
LIEBERMAN, and Mrs. KASSEBAUM):

S. 454. A Dbill to reform the health care li-
ability system and improve health care qual-
ity through the establishment of quality as-
surance programs, and for other purposes; to
the Committee on Labor and Human Re-
sources.

By Mr. KEMPTHORNE (for himself and
Mr. CRAIG):

S. 4565. A bill to clarify the procedures for
consultation under the Endangered Species
Act on management plans for, and specific
activities on, federal lands, and for other
purposes; to the Committee on Environment
and Public Works.

By Mr. BRADLEY (for himself, Mr.
DoDpD, Mr. ROCKEFELLER, Mr. CHAFEE,
Mrs. FEINSTEIN, Ms. SNOWE, Mr.
LIEBERMAN, and Mr. DORGAN):

S. 456. A bill to improve and strengthen the
child support collection system, and for
other purposes; to the Committee on Fi-
nance.

————

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Ms. SNOWE:

S. Con. Res. 8. A concurrent resolution ex-
pressing the sense of the Congress on the
need for accurate guidelines for breast can-
cer screening for women ages 40-49, and for
other purposes; to the Committee on Labor
and Human Resources.

————

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Ms. SNOWE:

S. 427. A bill to amend various acts to
establish offices of women’s health
within certain agencies, and for other
purposes; to the Committee on Labor
and Human Resources.

THE WOMEN’S HEALTH OFFICES ACT OF 1995
e Ms. SNOWE. Mr. President, today I
am introducing legislation to focus at-
tention on the special health needs of
women by establishing offices of Wom-
en’s Health within the Office of the As-
sistant Secretary for Health, the Cen-
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ters for Disease Control, the Agency
for Health Care Policy and Research,
the Health Resources and Services Ad-
ministration, and the Food and Drug
Administration.

The directors of these offices of wom-
en’s health will assess the current level
of activity regarding women’s health
within their respective agencies, estab-
lished short-range and long-range goals
and objectives for women’s health,
identify projects in women’s health
that should be conducted or supported,
consult with health professionals, non-
governmental organizations, consumer
organizations, and other appropriate
groups on their agency’s women’s
health policies, and coordinate agency
activities on women’s health.

Congress has already taken a first
step in recognizing that women’s
unique health needs should be ad-
dressed separately. In the 103d Con-
gress, the 1993 NIH revitalization bill
established an Office of Woman’s
Health within the National Institutes
of Health. We must build upon that
progress in the 104th Congress.

For too long, women have been sys-
tematically excluded from medical re-
search studies, received less aggressive
treatment for heart disease and other
serious ailments, and lacked access to
important preventive services. By
statutorily establishing offices of
Women’s Health in Federal agencies
which research and disseminate infor-
mation about health, we ensure that
women’s needs and concerns will be
given the consideration they deserve.e®

By Mr. ROTH (for himself, Mr.
BAucuUs, Mr. BIDEN, Mrs. BOXER,
Mr. FEINGOLD, Mr. DODD, Mr.
HARKIN, Mr. JEFFORDS, Mr.
KERRY, Mr. LAUTENBERG, Mr.
LEAHY, Mr. LIEBERMAN, Mrs.
MURRAY, Mr. PELL, and Mr.
WELLSTONE):

S. 428. A bill to improve the manage-
ment of land and water for fish and
wildlife purposes, and for other pur-
poses; to the Committee on Environ-
ment and Public Works.

THE FISH AND WILDLIFE MANAGEMENT ACT OF

1995

e Mr. ROTH. Mr. President, I read re-
cently that ‘‘the best thing we have
learned from nearly 500 years of con-
tact with the American wilderness is
restraint,” the need to stay our hand
and preserve our precious environment
and future resources rather than de-
stroy them for momentary gain.

With this in mind, I offer legislation
today that designates the coastal plain
of Alaska as wilderness area. At the
moment this area is a national wildlife
refuge, one of our beautiful and last
frontiers. By changing its designation,
Mr. President, we can protect it for-
ever.

And I can’t stress how important this
is.

The Alaskan wilderness area is not
only a critical part of our earth’s eco-
system—the last remaining region
where the complete spectrum of arctic

S2823

and subarctic ecosystems comes to-
gether—but it is a vital part of our na-
tional consciousness. It is a place we
can cherish and visit for our soul’s
good. It offers us a sense of well-being
and promises that not all dreams have
been dreamt.

The Alaskan wilderness is a place of
outstanding wildlife, wilderness and
recreation, a land dotted by beautiful
forests, dramatic peaks and glaciers,
gentle foothills, and undulating tun-
dra. It is untamed—rich with caribou,
polar bear, grizzly, wolves, musk oxen,
Dall sheep, moose, and hundreds of
thousands of birds—snow geese, tundra
swans, black brant, and more. In all,
about 165 species use the coastal plain.
It is an area of intense wildlife activ-
ity. Animals give birth, nurse and feed
their young, and set about the critical
business of fueling up for winters of un-
speakable severity.

The fact is, Mr. President, there are
parts of this Earth where it is good
that man can come only as a visitor.
These are the pristine lands that be-
long to all of us. And perhaps most im-
portantly, these are the lands that be-
long to our future.

Considering the many reasons why
this bill is so important, I came across
the words of the great western writer,
Wallace Stegner. Referring to the land
we are trying to protect with this leg-
islation, he wrote that it is ‘“‘the most
splendid part of the American habitat;
it is also the most fragile.” And we
cannot enter ‘‘it carrying habits that
[are] inappropriate and expectations
that [are] surely excessive.”

The expectations for oil exploration
in this pristine region are excessive.
There is only a one-in-five chance of
finding any economically recoverable
oil in the refuge. And if oil is found,
the daily production of 400,000 barrels
per day is less than .7 percent of world
production—far too small to meet
American’s energy needs for more than
a few months.

In other words, Mr. President, there
is much more to lose than might ever
be gained by tearing this frontier
apart. Already, some 90 percent of
Alaska’s entire North Slope is open to
oil and gas leasing and development.
Let’s keep this area as the jewel amid
the stones.

What this bill offers—and what we
need—is a brand of pragmatic
environmentalism, an environmental
stewardship that protects our impor-
tant wilderness areas and precious re-
sources, while carefully and judiciously
weighing the short-term desires or our
country against its long-term needs.

together, we need to embrace envi-
ronmental policies that are workable
and pragmatic, policies based on the
desire to make the world a better place
for us and for future generations. I be-
lieve a strong economy, liberty, and
progress are possible only when we
have a healthy planet—only when re-
sources are managed through wise
stewardship—only when an environ-
mental ethic thrives among nations
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and only when people have frontiers
that are untrammeled and able to host
their fondest dreams.®

By Mr. BRYAN (for himself and
Mr. REID):

S. 429. A bill to amend the Nuclear
Waste Policy Act of 1982 to allow com-
mercial nuclear utilities that have con-
tracts with the Secretary of Energy
under section 302 of that act to receive
credits to offset the cost of storing
spent fuel that the Secretary is unable
to accept for storage on and after Jan-
uary 31, 1998; to the Committee on En-
ergy and Natural Resources.

THE INDEPENDENT SPENT NUCLEAR FUEL
STORAGE ACT OF 1995

Mr. BRYAN. Mr. President, I rise
today to introduce again legislation I
have introduced in each of the past two
Congresses, the Independent Spent Nu-
clear Fuel Storage Act.

As many of my colleagues are aware,
since 1987, contrary to Nevada State
law, and against the wishes of the vast
majority of Nevadans, Nevada has been
the sole site considered for the ulti-
mate disposal of the United States’
high-level nuclear waste.

Today, in spite of the expenditure of
billions of dollars, the Yucca Mountain
site is no closer to accepting waste
from our Nation’s nuclear reactors
than it was 13 years ago, when the Nu-
clear Waste Policy Act of 1982 was en-
acted.

I strongly oppose the purely political
decision made by Congress in 1987 to
identify Yucca Mountain as the sole
site to be characterized for a perma-
nent repository. Now that the perma-
nent repository program is an obvious
failure, with the Department of Energy
saying there is no hope of opening any
type of storage facility before 2010, the
nuclear power industry and its allies
have conceived a new strategy.

Contrary to all objective scientific
judgment, and general common sense,
the nuclear industry’s new effort is to
instruct the DOE to build an interim
storage facility at the Yucca Mountain
site. As offensive as the 1987 act, com-
monly referred to in Nevada as the
“‘screw Nevada bill,” was, the new ef-
fort of the nuclear power industry is
even more of an outrage to Nevadans.

The nuclear power industry’s newest
proposal is nothing less than a direct
assault on the health and safety of Ne-
vadans. Frustrated by its inability to
overcome the insurmountable safety
concerns raised in relation to a perma-
nent repository, the industry is now
seeking to circumvent the objections
of credible, objective scientists to a
permanent repository at Yucca Moun-
tain.

I am convinced, like many others,
that any centralized interim storage
facility will become the de facto per-
manent repository.

Funding for an interim storage pro-
gram will necessarily come at the ex-
pense of the permanent repository pro-
gram. The expression ‘‘out of sight, out
of mind’’ could not be truer. Once the
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waste is removed from the reactor
sites, the nuclear industry’s commit-
ment to finding a permanent solution
to the waste problem will vanish. And
since it is the nuclear power industry’s
obsession with moving this waste off
the reactor sites that drives the Fed-
eral Civilian Nuclear Waste Program,
the Federal commitment to permanent
storage will vanish as well.

The nuclear power industry as much
as concedes this—every version of their
interim storage legislation I am aware
of provides for licensing the interim
site for 100 years, subject to renewal.

The permanent repository program is
a failure. The nuclear power industry
and its advocates, including the De-
partment of Energy, have created a
program which was bound to fail. Care-
less science, poor management, unrea-
sonable deadlines and timetables, and
the ill-fated decision to pursue only
one site for characterization, thus leav-
ing the program with no options or al-
ternatives, have all contributed to the
failure of the program.

The industry’s suggestion to build an
interim storage facility in Nevada is
simply one more in a long series of ir-
responsible and ill-founded proposals
by the nuclear power industry to solve
their high level waste problem at the
expense of the health and safety of all
Nevadans.

I will concede that the nuclear power
industry has a waste problem. I strong-
ly object, however, to the industry’s
solution, which is simply to send their
problem, their waste to Nevada.

The question arises, do we need a
centralized interim storage site? If we
are truly talking about interim stor-
age, the answer is obviously no.

A few nuclear utilities, looking at
the future uncertainty of the Federal
nuclear waste program, have done the
responsible thing and built interim dry
cask storage at the reactor site. In dry
cask storage, spent fuel assemblies are
removed from the reactor pools and
stored in various systems of canisters,
casks, and concrete shells.

I recently visited one of these dry
cask storage facilities, at Calvert Cliffs
in Maryland, and, I must say, I was im-
pressed by the simplicity and effi-
ciency of the spent fuel management
operation. It is a responsible action
taken by the industry, and I commend
their example to others. The Calvert
Cliffs dry cask storage program pro-
vides a reasonable solution to the in-
terim storage problem, the spent fuel is
stored on site, where security and safe-
ty precautions already exist, until a
safe plan for the long-term disposition
of the waste can be finalized.

A centralized interim storage facility
is simply not needed, or desirable. The
original Nuclear Waste Policy Act rec-
ognized this fact, and placed restric-
tions on the DOR’s authority to accept
responsibility for interim storage. The
nuclear power industry, faced with the
reality of the failure to build a perma-
nent repository at Yucca Mountain, is
now engaged in yet another exercise of
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political muscle with one purpose: to
make Nevada the final destination for
their toxic and highly dangerous waste.

Even if we concede, which we do not,
that there is a need for a centralized
interim storage facility, there is no de-
fensible reason to site the facility in
Nevada. A simple look at a map easily
shows that Nevada is one of the least
central sites to store nuclear waste.
The great majority of the reactor sites
producing high-level waste are east of
the Mississippi—93 reactors out of the
U.S. total of 118.

Shipping thousands of tons of high
level waste to Nevada will create dra-
matic threats to the safety of commu-
nities throughout the United States.
An analysis of one proposal supported
by the nuclear power industry reveals
that interim storage in Nevada will re-
quire 15,000 shipments by rail and
truck through 43 States to begin as
early as 1998 and continue for 30 years.

Interim storage in Nevada is not the
answer to the nuclear power industry’s
waste problem. The responsible answer
to the waste problem, if the nuclear
utilities choose to continue to run
their reactors, is on-site, dry cask stor-
age.

Unfortunately, most nuclear utilities
appear to be unwilling to develop dry
cask storage facilities for a variety of
reasons, both political and financial.

There is not much we can do about
the local political opposition faced by
utilities. The utilities, and commu-
nities, that benefited from the oper-
ation of the powerplant should bear re-
sponsibility for their own waste. High-
level waste storage is not popular, and
there are political costs to the utilities
for living up to their responsibilities.

Asking Nevada to solve the political
problems in the communities they
serve places the nuclear utilities on
completely indefensible ground. The
outright hypocrisy of the nuclear
power industry’s advocates, and their
shameless attempts to exert political
influence to solve complex scientific
and environmental problems, has cre-
ated an atmosphere of complete dis-
trust and antagonism for the industry
in Nevada.

There are also financial barriers to
on-site, dry cask storage. Ratepayers
have been making contributions to the
nuclear waste trust fund with the ex-
ception that the Federal Government
will dispose of their nuclear waste. 1
am somewhat sympathetic to the rate-
payers’ concerns. The Federal disposal
program is a failure.

The civilian nuclear waste program
has been so poorly managed, and so
misguided, that Congress has had good
reason not to release the full balance of
the trust fund to the program. The
ratepayers deserve some financial re-
lief while the Federal Government at-
tempts to meet its obligations, and
while the utilities invest the needed
capital to store their own waste.

The legislation I am introducing
today recognizes the nuclear power in-
dustry’s need for interim storage, as
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well as the financial impact on rate-
payers caused by delays in the reposi-
tory program. The legislation provides
credits against utilities’ payments to
the nuclear waste trust fund for costs
incurred for on-site, dry cask storage.

The legislation provides an equitable
solution to a difficult problem. It rec-
ognizes the financial contributions of
the utilities’ ratepayers to the trust
fund, and recognizes the reality that a
permanent repository will not be avail-
able to meet the needs of the nuclear
power industry.

Mr. President, together with their
advocates in Congress and the Depart-
ment of Energy, the nuclear power in-
dustry has spared no expense or effort
in moving its waste to Nevada. I have
attempted to fight the industry at
every turn.

I hope that Congress will not take
the failure of the permanent repository
program as a signal to bow to the nu-
clear power industry once again, and
accelerate plans to store nuclear waste
in Nevada, but instead to take this op-
portunity to find an equitable solution
to a difficult problem which does not
threaten the health and safety of fu-
ture generations of Nevadans.

I urge my colleagues to support the
legislation I am introducing today.

By Ms. SNOWE:

S. 430. A bill to amend title XIX of
the Social Security Act to require
States to adopt and enforce certain
guardianship laws providing protection
and rights to wards and individuals
subject to guardianship proceedings as
a condition of eligibility for receiving
funds under the Medicaid Program, and
for other purposes; to the Committee
on Finance.

THE GUARDIANSHIP RIGHTS AND

RESPONSIBILITIES ACT
e Ms. SNOWE. Mr. President, today I
am introducing the Guardianship
Rights and Responsibilities Act of 1995,
which establishes a bill of rights for
adults who, because of physical or men-
tal incapacity, become wards of the
courts.

Wards are individuals whose legal
rights, decisionmaking authority and
possessions have been transferred to
the control of a guardian or conser-
vator based on a judgment that the
person is no longer capable of handling
these affairs. This legal system se-
verely limits an individual’s personal
autonomy and has considered problems
and widespread abuses. Horror stories
abound about guardians who force un-
necessary nursing home care, embezzle
assets, or otherwise abuse their wards.

The Guardianship Rights and Re-
sponsibilities Act of 1995 would require
States to adopt and enforce laws to
provide basic protection and rights to
wards as a condition of receiving Fed-
eral Medicaid funds. It would assure
due process protections such as coun-
sel, the right to be present at their pro-
ceedings and to appeal decisions. Also
required would be: clear and convincing
evidence to determine the need for a
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guardianship; adequate court moni-
toring; and standards, training and
oversight for guardians.

This legislation will help to protect
the most vulnerable elderly and dis-
abled from exploitation, and will help
to assure them the highest possible au-
tonomy. I hope my colleagues will join
me in supporting this bill.e

By Ms. SNOWE:

S. 431. A bill to amend the Magnuson
Fishery Conservation and Management
Act to authorize the Secretary of Com-
merce to prepare fishery management
plans and amendments to fishery man-
agement plans under negotiated rule-
making procedures, and for other pur-
poses; to the Committee on Commerce,
Science, and Transportation.

S. 432. A bill to amend the Magnuson
Fishery Conservation and Management
Act to require the Secretary of Com-
merce to prepare conservation and
management measures for the north-
east multispecies—groundfish—fishery
under negotiated rulemaking proce-
dures, and for other purposes; to the
Committee on Commerce, Science, and
Transportation.

NEGOTIATED RULEMAKING FOR FISHERIES
LEGISLATION

® Ms. SNOWE. Mr. President, as many
stories in the national media have re-
ported, the New England groundfish in-
dustry is now facing the most difficult
challenges in its long history. Sci-
entists report that once plentiful
stocks of cod, haddock, flounder, and
other fish species have reached historic
lows. In response to these stock assess-
ments, the New England Fishery Man-
agement Council has approved severe
restrictions on fishing that will prob-
ably force many fishermen out of busi-
ness. These restrictions include a 5-
year program to cut fishing efforts in
half, mandatory use of large-mesh nets,
a moratorium on new entrants into the
fishery, and the emergency closure of
large areas on the George’s Bank fish-
ing grounds off Massachusetts.

Most fishermen in Maine recognize
that the groundfish stocks are low and
that effective conservation measures
are needed to help rebuild the fishery.
But too many fishermen also believe
that the specific program approved by
the council will not succeed at restor-
ing groundfish populations, and will
place unnecessary economic burdens on
working fishermen. In their view, the
council, despite public hearings, dis-
missed too many of their recommenda-
tions despite the fact that they and
others before them have been fishing
the waters off New England for three
centuries. In short, they have no sup-
port for or confidence in the council-
developed management program under
which they must operate.

The success of any regulatory pro-
gram depends in large part on the con-
fidence of the regulated community
that the action takes their views into
account, will achieve its ends, and is
sensible and necessary. I am intro-
ducing legislation today that aims to
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restore the confidence of New England
fishermen in the credibility of the Fed-
eral fisheries management process by
giving them and other citizens with an
interest in fisheries the ability to par-
ticipate directly in that process.

My bills bring the concept of nego-
tiated rulemaking or regulatory nego-
tiation to fisheries management. The
concept was established in Federal law
by the negotiated Rulemaking Act of
1990. Under negotiated rulemaking,
representatives of all stakeholder
groups involved in a dispute negotiate
directly on the regulatory solution
with the aid of a professional
facilitator. It provides a collaborative,
consensus-based dispute resolution tool
that agencies can use to develop poten-
tially controversial regulations. If the
negotiating group can reach consensus,
then the agency can propose the agree-
ment as a new regulation or rule. Nego-
tiated rulemaking has been used—
sometimes successfully, sometimes un-
successful—by other Federal agencies,
and it is time that this tool be made
available in the fisheries management
process.

The first bill that I have introduced
today gives the Secretary of Commerce
explicit authority to use mnegotiated
rulemaking to develop fishery manage-
ment plans or plan amendments. Under
the Magnuson Act, the Secretary can
only submit management plans or plan
amendments under limited cir-
cumstances which preclude his flexi-
bility in using this important tool ef-
fectively. Also, negotiated rulemaking
is specifically used to develop rules,
but fishery management plans are not
technically rules. My bill removes
these potential obstacles and clears the
way for the Secretary to use this dis-
pute resolution tool on controversial
issues.

The second bill directs the Secretary
to use negotiated rulemaking in the
specific case of the New England
groundfish fishery. Alternative dispute
resolution is used more and more com-
monly in lieu of the traditional adver-
sarial regulatory process, and I believe
that it should be tried in the case of
the New England groundfish issue.

These bills do not directly affect any
existing fisheries management pro-
grams, or impose new management
measures. They only offer an alter-
native route for devising plans that
will restore fish stocks off the coast of
New England and other parts of the
country. They could lead to new man-
agement measures that not only do a
better job of rebuilding fish stocks, but
do so in a manner that minimizes the
economic impact on fishermen and
coastal communities, and in a manner
that gains the confidence and support
of most fishermen. Surely, given the
extremely high stakes in an area like
New England these days, we must ex-
plore every opportunity, every possi-
bility, for achieving such critically im-
portant results.e

By Mr. KERRY:
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S. 433. A bill to regulate handgun am-
munition, and for other purposes; to
the Committee on the Judiciary.

THE AMMUNITION SAFETY ACT OF 1995

e Mr. KERRY. Mr. President, no gun
works without a bullet. Yet for no good
reason, Congress in the early 1980’s re-
pealed laws that regulate ammunition.
And while a background check is re-
quired to stop felons from purchasing
guns, no such background check is re-
quired to stop them from buying am-
munition for the guns they may al-
ready have.

In the meantime, bullets are getting
meaner and more deadly. Law enforce-
ment officers know all too well of the
danger they face each and every time a
gun is pointed at them.

Advances in technology only promise
to make matters worse. When a large
percentage of gun-related deaths in-
volve handguns, and a large percentage
of gun related deaths is accidental, it is
insane for the public to fear the cre-
ation of new, more destructive bullets.

The fact is 157 police officers and
State troopers were killed in this coun-
try last year. Five lost their lives in
my home State of Massachusetts.

And more than 200 people die from
the accidental use of handguns every
year. In 1992 alone, 233 accidental
deaths occurred because of handguns.
This included 6 babies, 36 kids under
the age of 14, and 8 senior citizens, 2 of
whom were over the age of 80.

In light of these sad and disturbing
facts, there is no good reason to have
ever more dangerous bullets on the
market. And there is every good reason
to keep off our streets and out of our
homes bullets that supply handguns
with the destructive power of assault
weapons.

That is why the Ammunition Safety
Act of 1995 does two things: it reestab-
lishes reasonable regulations for the
sale of handgun ammunition, and it
outlaws all exceedingly destructive
handgun ammunition—whether or not
such ammo has been invented yet—by
expanding and updating the ban on
armor-piercing handgun ammunition.

This bill would provide a weapon for
law enforcement to crack down on
crime and would make ordinary people
safer from handgun violence and acci-
dental shootings. The bill accomplishes
these goals in three steps.

First, the Dbill reinstates and
strengthens ammunition control lan-
guage that Congress repealed during
the Reagan era. It would require deal-
ers of handgun ammunition to be li-
censed by the Federal Government. It
would restrict interstate sale and
transportation of handgun ammunition
to licensed dealers. And it would dou-
ble the maximum penalties for sale to
and for possession of handgun ammuni-
tion by felons and persons under age 21.

Second, the bill would apply Brady
bill provisions to handgun ammuni-
tion. To prevent the sale of handgun
ammunition to felons, once the nation-
wide, instantaneous background check
the Brady bill created is in place, every
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purchaser of ammunition will have to
pass a background check before ammu-
nition could be sold to him or her.
These regulations would be a vital tool
to law enforcement in investigating
crime, and would provide equity to a
system that currently monitors and re-
stricts the flow of guns, but—
inexplicably—not of ammunition.

Third, the bill expands the definition
of illegal armor-piercing handgun am-
munition to include any new conceiv-
able kind of armor-piercing bullet. The
bill establishes a new method to ac-
complish this goal.

To date, no law has been able to ef-
fectively ban all armor-piercing bul-
lets. You can’t ban what you can’t de-
fine because vague laws are constitu-
tionally void—and definitions to date
have failed to cover all armor-piercing
bullets. All that existing law does is
ban bullets based on the materials of
which they are made—consequently,
bullets made of hard metals are ille-
gal—in the hope that this definition
will blanket most armor-piercing bul-
lets. But the existing composition-
based definition fails to prevent the
sale of certain bullets that pierce
armor—Ilike large lead bullets that
aren’t intended for handguns but can
be used in them—or the invention of
new armor-piercing bullets—for exam-
ple, a plastic bullet hard enough to
pierce armor.

This bill calls on the Treasury De-
partment to define armor-piercing bul-
lets not by what they are but by what
they are not. Fulfilling this new re-
sponsibility would entail four steps.

First, within 1 year, the Treasury De-
partment is charged with determining
a standard test to ascertain the de-
structive capacity of any and all bul-
lets. This will probably result in some-
thing along the lines of a rating system
equal to the width times the depth of
the hole a projectile bores in a block of
gelatin when it is shot with no extra
powder from a standard Colt .45 at a
distance of 10 feet.

Second, utilizing this destructive rat-
ing test, the Treasury Department
would then determine a rating thresh-
old which would be the rating of the
least destructive bullet to pierce to-
day’s standard body armor.

Third, all manufacturers of bullets
for sale in the United States would be
required to cover the costs incurred by
the Treasury Department in testing
and determining the destructive rating
of every existing bullet available on
the market.

Fourth, this bill would make it ille-
gal to manufacture, sell, import, use,
or possess any bullet—existing or
newly invented—that has a destructive
rating equal to or higher than the
armor-piercing threshold. This would
be in addition to the existing composi-
tion-based definition.

This bill contains reasonable exemp-
tions. Those bullets exclusively manu-
factured for law enforcement would be
exempt; so would be those bullets de-
signed for sporting purposes that Con-
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gress specifically exempts by law; and
those bullets that are proven by their
manufacturer at its expense to have a
destructive rating below the armor-
piercing threshold.

By setting the legal standard at the
armor-piercing threshold, all armor-
piercing bullets would be illegal. And
there is an additional advantage to set-
ting a legal threshold in this fashion:
The threshold would ban more than
armor-piercing bullets. It would ban
any new, sick, perverse bullet that has
yet to be invented that explodes on im-
pact, that turns to shrapnel, that does
things today’s technology cannot yet
fathom, or that by any other means is
exceptionally destructive.

Setting a legal standard this way
draws a hard and fast line between
those bullets currently on the market
and future bullets that do more dam-
age than we can imagine today. This
bills says that America is satisfied that
the bullets of today are dangerous
enough, and America will tolerate no
greater likelihood of accidental death
as a result of new bullets.

This bill recognizes the fact that reg-
ulating only weapons is naive. Among
other reasons, guns last centuries, but
ammunition has a shelf-life of not
much more than 20 years. Felons who
want to kill will always be able to find
guns, but have to come out of the
woodwork to purchase ammunition.
When they do, this bill will be there to
stop them.

Of course, felons can make bullets at
home, but it isn’t easy, it isn’t cheap,
and it isn’t safe. Mr. President, I recog-
nize that there is a limit to what the
Government can do to stop gun vio-
lence and accidental death. But today,
the Government is shirking its respon-
sibility. This bill is a vital first step to-
ward ensuring that the Government
does what is necessary to save lives.

The law enforcement community and
the public will never again have to
react to advertisements like the one
for the infamous Rhino bullet. This add
states:

The Rhino inflicts a wound of 8 inches in
diameter. Each of these fragments becomes
lethal shrapnel and is hurled into vital or-
gans, lungs, circulatory system components,
the heart and other tissues. The wound chan-
nel is catastrophic. * * * Death is nearly in-
stantaneous.

If this bill is enacted, opportunistic
manufacturers like the man who cre-
ated the Rhino will have nothing to
gain from advertising the dramatic in-
novations of their bullets. If an adver-
tisement claims that a new bullet is
unusually destructive, the public will
know that the advertisement is either
an outright lie or that the product is
illegal. Either way, the public will
know in advance that no such bullet
will ever hit the street, and the public
will have no cause for hysteria.

When this bill becomes law, no new
bullets that are more dangerous than
those of today will make it to market.
When this bill becomes law, those bul-
lets that are on the market won’t end
up in the wrong hands.
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This bill is a solid step toward re-
turning sanity and safety to our Na-
tion’s streets and household. The Gov-
ernment has no greater responsibility
than to work toward this goal.

I welcome the support of colleagues
who share my concerns, as many do. I
urge them to join me in sponsoring this
legislation.

Mr. President, I ask unanimous con-
sent that the full text of the legislation
appear in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 433

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

SECTION 1. SHORT TITLE.

This Act may be cited as the “Ammunition
Safety Act of 1995,

SEC. 2. DEALERS OF AMMUNITION.

(a) DEFINITION.—Section 921(a)(11)(A) of
title 18, United States Code, is amended by
inserting ‘‘or ammunition” after ‘‘firearms”’.

(b) LICENSING.—Section 923(a) of title 18,
United States Code, is amended—

(1) in the matter preceding paragraph (1)
by striking ‘‘or importing or manufacturing
ammunition” and inserting ‘‘or importing,
manufacturing, or dealing in ammunition’’;
and

(2) in paragraph (3)—

(A) in subparagraph (A), by striking ‘‘or”
the last place it appears;

(B) in subparagraph (B), by striking the pe-
riod at the end and inserting ‘‘; or’’; and

(C) by inserting the following new subpara-
graph:

‘“(C) in ammunition other than ammuni-
tion for destructive devices, $10 per year.”.

(c) UNLAWFUL AcTs.—Section 922(a)(1)(A) of
title 18, United States Code, is amended—

(1) in paragraph (1)—

(A) in subparagraph (A)—

(i) by inserting ‘‘or ammunition’ after
“firearms’’; and
(ii) by inserting ‘‘or ammunition’ after

“firearm’’; and

(B) in subparagraph (B), by striking ‘‘or li-
censed manufacturer’” and inserting ‘‘li-
censed manufacturer, or licensed dealer’’;

(2) in paragraph (2), in the matter pre-
ceding subparagraph (A), by inserting ‘‘or
ammunition’ after ‘‘firearm”’;

(3) in paragraph (3), by inserting ‘‘or am-
munition” after ‘‘firearm’ the first place it
appears;

(4) in paragraph (5), by inserting ‘‘or am-
munition” after ‘‘firearm’ the first place it
appears; and

(5) in paragraph (9), by inserting ‘‘or am-
munition” after ‘‘firearms’’.

(d) PENALTIES.—Section 924 of title 18,
United States Code, is amended—

(1) in paragraph (5)—

(A) in subparagraph (A)(i), by striking ‘1
year’ and inserting ‘‘2 years’’; and

(B) in subparagraph (B)—

(i) in clause (i), by striking ‘1 year’” and
inserting ‘2 years’’; and

(ii) in clause (ii), by striking ‘10 years”
and inserting ‘20 years’’; and

(2) by adding at the end the following new
subsection:

‘(o) Except to the extent a greater min-
imum sentence is otherwise provided, any
person at least 18 years of age who violates
section 922(g) shall be subject to—

‘(1) twice the maximum punishment au-
thorized by this subsection; and

‘“(2) at least twice any term of supervised
release.”.

(e) APPLICATION OF BRADY HANDGUN VIO-
LENCE PREVENTION ACT TO TRANSFER OF AM-
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MUNITION.—Section 922(t) of title 18, United

States Code, is amended by inserting ‘‘or am-

munition” after ‘‘firearm’ each place it ap-

pears.

SEC. 3. REGULATION OF ARMOR PIERCING AND
NEW TYPES OF DESTRUCTIVE AM-
MUNITION.

(a) TESTING OF AMMUNITION.—Section
921(a)(17) of title 18, United States Code, is
amended—

(1) by redesignating subparagraph (D), as
added by section 2(e)(2), as subparagraph (E);
and

(2) by inserting after subparagraph (C) the
following new subparagraph:

‘“(D)(i) Notwithstanding subchapter II of
chapter 5 of title 5, United States Code, not
later than 1 year after the date of enactment
of this subparagraph, the Secretary shall—

“(I) establish uniform standards for testing
and rating the destructive capacity of pro-
jectiles capable of being used in handguns;

“(IT) utilizing the standards established
pursuant to subclause (I), establish perform-
ance-based standards to define the rating of
‘armor piercing ammunition’ based on the
rating at which the projectiles pierce armor;
and

‘“(IITI) at the expense of the ammunition
manufacturer seeking to sell a particular
type of ammunition, test and rate the de-
structive capacity of the ammunition uti-
lizing the testing, rating, and performance-
based standards established under subclauses
(I) and (II).

‘“(ii) The term ‘armor piercing ammuni-
tion’ shall include any projectile determined
to have a destructive capacity rating higher
than the rating threshold established under
subclause (II), in addition to the composi-
tion-based determination of subparagraph
(B).
‘“(iii) The Congress may exempt specific
ammunition designed for sporting purposes
from the definition of ‘armor piercing am-
munition’.”.

(b) PROHIBITION.—Section 922(a) of title 18,
United States Code, is amended—

(1) in paragraph (7)—

(A) by striking ‘‘or import’’ and inserting
‘“, import, possess, or use’’;

(B) in subparagraph (B), by striking ‘‘and’’;

(C) in subparagraph (C), by striking the pe-
riod at the end and inserting ‘‘; and’’; and

(D) by adding at the end the following new
subparagraph:

‘(D) the manufacture, importation, or use
of any projectile that has been proven, by
testing performed at the expense of the man-
ufacturer of the projectile, to have a lower
rating threshold than armor piercing ammu-
nition.”’; and

(2) in paragraph (8)—

(A) in subparagraph (B), by striking ‘‘and’’;

(B) in subparagraph (C), by striking the pe-
riod at the end and inserting ‘‘; and’’; and

(C) by adding at the end the following new
subparagraph:

‘(D) the manufacture, importation, or use
of any projectile that has been proven, by
testing performed at the expense of the man-
ufacturer of the projectile, to have a lower
rating threshold than armor piercing ammu-
nition.”.e

By Mr. KOHL:

S. 434. A bill to amend the Internal
Revenue Code of 1986 to increase the
deductibility of business meal expenses
for individuals who are subject to Fed-
eral limitation on hours of service; to
the Committee on Finance.

THE BUSINESS MEAL DEDUCTION FAIRNESS ACT
OF 1995

e Mr. KOHL. Mr. President, in 1993, the

103d Congress took a crucial and dif-
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ficult stand on the deficit. In August of
that year we passed the omnibus budg-
et reconciliation bill. I am proud to
stand here today and say that that leg-
islation has helped to produce falling
deficits and sustained economic
growth.

As my colleagues know, I am one of
this body’s strongest advocates for def-
icit reduction. I attribute much of my
deep commitment to this goal to my
days in business. As a businessman, I
learned that you must balance your
books and live within your means. I
also learned that you must treat people
fairly, and admit when you make a
mistake. I have come to the floor today
to once again acknowledge that a mis-
take was made in the 1993 reconcili-
ation bill; a mistake which must be
corrected.

During consideration of the reconcili-
ation bill, I opposed tax increases on
working middle- and lower-income
Americans. However, in fighting to
eliminate increases in broad taxes on
middle- and lower-income Americans,
Congress overlooked a provision which
places a hidden tax on those hard-
working Americans who work in the
transportation sector. It is for this rea-
son that I rise today to reintroduce the
business meal deduction fairness bill.

Included in the 1993 reconciliation
bill was a provision which lowered the
deductible portion of business meals
and entertainment expenses from 80 to
50 percent. On the surface, this seems
only a tax on those rich enough to
spend their lunchtimes in luxury res-
taurants and their nighttimes on lux-
ury yachts. But contrary to popular be-
lief, the business meal deduction is not
only used by lobbyists and fat cats for
three-martini lunches. Due to regula-
tions limiting travel hours, many
transportation workers must eat out.
That means the reduced business meal
deduction is a tax on workers who have
no control over the length of their
trips, the amount of time they must
rest during a delivery, or, in many
cases, the places they can stop to eat.

Let me provide you with a brief ex-
ample to illustrate my point. The aver-
age truck driver earns approximately
$30,000 a year. The reduced deduction
will cost that driver between $750 and
$1,000 per year. This is just one of many
examples I could give to demonstrate
the burden this change has placed on
hard-working, middle-income Ameri-
cans. The legislation I am introducing
today, will lift this burden and restore
some common sense to the tax code.

Mr. President, the business meal de-
duction fairness bill repeals the hidden
tax created last year by restoring the
business meal deduction to 80 percent
for those individuals covered by the
Department of Transportation hours-
of-service limit. This legislation is sim-
ple, straightforward, and most impor-
tantly, fair.

Mr. President, I would like to remind
my colleagues of a similar bill we
worked on to correct another mistake
which hurt tens of thousands of hard-
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working, middle-income Americans. As
my colleagues remember, the 1990 def-
icit reduction bill imposed a surtax on
specific luxury items. At the time, it
was argued that the surtax would only
affect the wealthiest segment of soci-
ety. However, after it went into effect,
it became clear that, instead of paying
the tax, the wealthy decided not to buy
the new boat or the diamond ring. As a
result, the middle- and lower-income
Americans producing and selling those
luxury items ended up bearing the bur-
den of the tax through lost wages and
jobs.

Once it was apparent that the luxury
tax was not achieving its intended
goal, I began working with a number of
my colleagues to repeal it. Fortu-
nately, we were successful in getting a
repeal in the 1993 reconciliation bill.
Unfortunately, far too many people
were hurt by this mistake because we
did not correct it quickly enough. We
cannot let that happen again. There-
fore I am requesting the support and
assistance of my colleagues to ensure
that the business meal deduction fair-
ness bill becomes law. Mr. President, I
ask unanimous consent that a copy of
my legislation be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 434

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

SECTION 1. INCREASED DEDUCTIBILITY OF BUSI-
NESS MEAL EXPENSES FOR INDIVID-

UALS SUBJECT TO FEDERAL LIMITA-
TIONS ON HOURS OF SERVICE.

(a) IN GENERAL.—Section 274(n) of the In-
ternal Revenue Code of 1986 (relating to only
50 percent of meal and entertainment ex-
penses allowed as deduction) is amended by
adding at the end the following new para-
graph:

¢“(3) SPECIAL RULE FOR INDIVIDUALS SUBJECT
TO FEDERAL LIMITATIONS ON HOURS OF SERV-
ICE.—In the case of any expenses for food or
beverages consumed by an individual during,
or incident to, any period of duty which is
subject to the hours of service limitations of
the Department of Transportation, para-
graph (1) shall be applied by substituting ‘80
percent’ for ‘50 percent’.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
yvears beginning after December 31, 1994.@

By Mr. FATRCLOTH:

S. 435. A bill to provide for the elimi-
nation of the Department of Housing
and Urban Development, and for other
purposes; to the Committee on Bank-
ing, Housing, and Urban Affairs.

LEGISLATION TO ABOLISH HUD

Mr. FAIRCLOTH. Mr. President,
today I am pleased to introduce legis-
lation that will abolish the Depart-
ment of Housing and Urban Develop-
ment.

Mr. President, HUD was created in
1965. When it was created, the purpose
of this Department was to revitalize
our urban areas and provide more hous-
ing for America.

Mr. President, in short, HUD has
been a collosal failure. Since 1965, HUD
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has spent hundreds of billions of dol-
lars—that adjusted to inflation—prob-
ably exceeds a trillion dollars. Yet
today, despite this massive spending,
our Nation’s urban areas are more de-
cayed and more dangerous today than
ever. Homelessness, hardly a problem
30 years ago, is now a major concern.

Public housing has been a disaster
and home ownership is down.

Solving these problems was supposed
to be HUD’s mission. In each, it has
failed miserably.

Imagine if we applied a performance
standard like this to other Federal
agencies. Suppose that when we cre-
ated NASA with the purpose of putting
a man on the Moon, that 30 years later,
they still had not done it. We might
consider abolishing them. That is ex-
actly what we should do with HUD be-
cause they failed to accomplish their
mission.

Suppose that instead of creating
HUD, we had given a trillion dollars to
an entrepreneur like Bill Gates. Do you
think our inner cities would be any
worse off, or do you think that they
would be more livable places today? I
think the answer is clear.

Take Fannie Mae for example.
Fannie Mae plans to spend $1 trillion
on affordable housing before the end of
the decade. The plan will finance
homes for 10 million people. This would
provide a home to one in three renters
in America. This plan, however, unlike
HUD, won’t cost American taxpayers
one cent, and yet it will provide homes
for millions of Americans.

Mr. President, I have no faith that
HUD can be reinvented. Thirty years of
failure is too much. Since the Novem-
ber 8 election, HUD Secretary Henry
Cisneros has put on a masterful public
relations plan to save his Department.
I for one am not fooled. If he really be-
lieved in what he was doing, he would
have done it 2 years ago.

Most importantly, what are the sav-
ings from the Cisneros plan? There are
none. The only clearly identified sav-
ings will amount to one-half of 1 per-
cent over 5 years. Mr. President, let me
repeat that, the total savings in the
Cisneros plan amount to only one-half
of 1 percent over 5 years.

Of course, there are promises of more
savings, but they are just that—prom-
ises.

Actually, if you look at the projected
outlays by HUD in the fiscal year 1996
budget for the years 1995-99, spending
is $3 billion more than was projected in
last year’s budget. Yes, that’s right,
spending will actually increase despite
the reorganization.

Furthermore, my favorite line from
the President’s budget is on page 190. It
is a chart about HUD’s program con-
solidation. It says:

“Net impact, HUD consolidations’”—
spending of $29.4 billion in 1995 to $30.3
billion in 1996.

Yes, that’s right. Spending will actu-
ally go up by $1 billion because of
HUD’s consolidations—not down.

The Wall Street Journal reported on
February 15, 1995, that HUD’s projected
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savings may have been oversold, and
that down at HUD they knew this be-
fore they submitted their plan to Con-
gress.

For these reasons, I am introducing a
bill to abolish HUD. The bill will abol-
ish HUD, effective January 1, 1998. The
bill will direct the Secretary to make
one housing block grant available to
States and localities; transform all
rental assistance into vouchers; and
make FHA a Government-controlled
corporation with income targeting and
risk sharing.

By Mr. CAMPBELL (for himself,
Mr. INOUYE, Mr. McCCAIN, and
Mr. DASCHLE):

S. 436. A bill to improve the economic
conditions and supply of housing in na-
tive American communities by cre-
ating the Native American Financial
Services Organization, and for other
purposes; to the Committee on Indian
Affairs.

NATIVE AMERICAN FINANCIAL SERVICES
ORGANIZATION ACT

Mr. CAMPBELL. Mr. President,
today I am introducing legislation en-
titled the Native American Financial
Services Organization Act. I am
pleased to add my distinguished col-
leagues, the chairman and vice-chair-
man of the Indian Affairs Committee,
Senators McCAIN and INOUYE, and Sen-
ator DASCHLE, as cosponsors of this im-
portant legislation.

Mr. President, there is a continued
need for assistance to improve the
housing conditions that exist in many
Indian reservation communities, Alas-
ka Native villages, and native Hawai-
ian communities. Statistics from the
Bureau of Indian Affairs estimated in
1993 that as many as 90,000 native
American families were in need of im-
proved housing and nearly 50,000 fami-
lies need new homes.

Further, a study completed by the
Commission on American Indian, Alas-
ka Native, and Native Hawaiian Hous-
ing, found that housing shortages and
deplorable living conditions are at cri-
sis proportions in many native Amer-
ican communities. In its study the
commission documented several obsta-
cles that stand between Indian people
and affordable, adequate, and available
housing.

The Commission found there is cur-
rently little, if any, conventional lend-
ing available to native people seeking
to purchase a home.

In addition, many Indian housing au-
thorities lack the expertise to manage,
coordinate, and maintain viable pro-
grams.

And importantly, tribal governments
have had to rely primarily on Federal
Government grant and loan programs
to finance housing and economic devel-
opment projects.

As a result of the study, the Commis-
sion recommended the creation of an
entity that could serve as an inter-
mediary financing institution with the
authority to package mortgage loans,
provide technical assistance, and serve
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as a clearinghouse of information for
alternative financing programs.

Mr. President, the Native American
Financial Services Organization Act is
the culmination of extensive delibera-
tions between officials from the De-
partment of Housing and Urban Devel-
opment, the Department of Treasury,
the USDA, members of my staff, and
staff of the Senate Committee on In-
dian Affairs. The purpose of this legis-
lation is to create a financial infra-
structure for commercial financing op-
portunities by and for Indian people.
The primary mechanism that will
bridge Indian tribes with the commer-
cial lending markets will be the cre-
ation of a Native American Financial
Services Organization.

The Native American Financial Serv-
ices Organization would establish a
limited Government-chartered corpora-
tion. A Federal grant would capitalize
the federally chartered organization,
which would cease to exist upon a des-
ignated date. At that point the charter
would become a private corporation.

More specifically, the legislation is
designed to:

First, establish and organize native
American community lending institu-
tions, that will be called Native Amer-
ican Financial Institutions. These
lending institutions could be any type
of financial institution, including com-
munity banks, credit unions and saving
banks, that together, could provide a
wide range of financial services;

Second, develop and provide financial
expertise and technical assistance to
the Native American Financial Institu-
tions, including methods of under-
writing, securing, and selling mortgage
and small commercial and consumer
loans; and

Third, develop and provide special-
ized technical assistance on how to
overcome barriers to primary mortgage
lending on native American lands, in-
cluding issues related to trust lands,
discrimination, and inapplicability of
standard underwriting criteria.

Importantly, this legislation will
work in conjunction with the Commu-
nity Development Financial Institu-
tions [CDFI] fund established in the
Reigle Community Development Bank-
ing and Regulatory Improvement Act,
signed into law by the President last
year. Under a cooperative agreement
with the CDFI fund, this legislation
will provide technical assistance and
other services to Native American Fi-
nancial Institutions.

This week, Secretary Cisneros testi-
fied before the Committee on Indian
Affairs. In his remarks, he stated that
this legislation will ‘‘neither conflict
nor duplicate the functions of CDFI or
any other Government-sponsored en-
terprise, but is intended to supplement
the efforts of existing organizations.”

In short, the Native American Finan-
cial Services Organization would help
provide financial independence to the
native American community and would
begin to address the housing defi-
ciencies by working to attract private
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capital into the Indian housing mar-
ket.

Mr. President, I would like to con-
clude my remarks by making reference
to a letter I recently received from the
chairperson of the Ute Mountain Ute
Tribe, that I believe illustrates the
great necessity for this legislation. The
letter states that the shortage of hous-
ing in the community is so severe that
among the approximately 1,500 tribal
members, 400 are without a permanent
home and that a waiting list for new
housing approaches 300 people.

It is for this reason, that I believe
the Native American Financial Serv-
ices Organization is much needed. Sta-
tistics such as this merit the need for
an innovative financing mechanism the
Native American Financial Services
Organization can provide.

Mr. President, in closing, I ask unan-
imous consent that the bill be printed
in the RECORD immediately following
the full text of my statement and that
the statements of Senators MCCAIN and
INOUYE, who are both original cospon-
sors, appear in the RECORD imme-
diately following the bill.

I also ask unanimous consent to in-
clude letters from the Ute Mountain
Ute Tribe, the Native American Indian
Housing Council, and HUD’s Secretary
Henry Cisneros to be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 436

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

SECTION 1. SHORT TITLE.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Native American Financial Services Or-
ganization Act of 1995,

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title.
TITLE I—-STATEMENT OF POLICY;
DEFINITIONS
Sec. 101. Policy.

Sec. 102. Statement of purposes.
Sec. 103. Definitions.

TITLE II-NATIVE AMERICAN FINANCIAL
SERVICES ORGANIZATION

Sec. 201. Establishment of the organization.

Sec. 202. Authorized assistance and service
functions.

Sec. 203. Native American lending services
grant.

Sec. 204. Audits.

Sec. 205. Annual housing and economic de-
velopment reports.

Sec. 206. Advisory Council.

TITLE III—CAPITALIZATION OF

ORGANIZATION

Sec. 301. Capitalization of the organization.

Sec. 302. Obligations and securities of the
organization.

Sec. 303. Limit on total assets and liabil-
ities.

TITLE IV—REGULATION, EXAMINATION,
AND REPORTS
Sec. 401. Regulation, examination, and re-
ports.
Sec. 402. Authority of the Secretary of Hous-
ing and Urban Development.
TITLE V—FORMATION OF NEW
CORPORATION
Sec. 501. Formation of new corporation.
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Adoption and approval of merger
plan.

503. Consummation of merger.

504. Transition.

505. Effect of merger.

TITLE VI—AUTHORIZATIONS OF
APPROPRIATIONS

601. Authorization of appropriations for
Native American Financial In-
stitutions.

602. Authorization of appropriations for
organization.

TITLE I—STATEMENT OF POLICY;

DEFINITIONS

SEC. 101. POLICY.

(a) IN GENERAL.—Based upon the findings
and recommendations of the Commission on
American Indian, Alaska Native and Native
Hawaiian Housing established by the Depart-
ment of Housing and Urban Development Re-
form Act of 1989, the Congress has deter-
mined that—

(1) housing shortages and deplorable living
conditions are at crisis proportions in Native
American communities throughout the
United States; and

(2) the lack of private capital to finance
housing and economic development for Na-
tive Americans and Native American com-
munities seriously exacerbates these housing
shortages and poor living conditions.

(b) PoLICcY OF THE UNITED STATES TO AD-
DRESS NATIVE AMERICAN HOUSING SHORT-
AGE.—It is the policy of the United States to
improve the economic conditions and supply
of housing in Native American communities
throughout the United States by creating
the Native American Financial Services Or-
ganization to address the housing shortages
and poor living conditions described in sub-
section (a).

SEC. 102. STATEMENT OF PURPOSES.

The purposes of this Act are—

(1) to help serve the mortgage and other
lending needs of Native Americans by assist-
ing in the establishment and organization of
Native American Financial Institutions, de-
veloping and providing financial expertise
and technical assistance to Native American
Financial Institutions, including assistance
concerning overcoming—

(A) barriers to lending with respect to Na-
tive American lands; and

(B) the past and present impact of dis-
crimination;

(2) to promote access to mortgage credit in
Native American communities in the United
States by increasing the liquidity of financ-
ing for housing and improving the distribu-
tion of investment capital available for such
financing, primarily through Native Amer-
ican Financial Institutions;

(3) to promote the infusion of public cap-
ital into Native American communities
throughout the United States and to direct
sources of public and private capital into
housing and economic development for Na-
tive American individuals and families, pri-
marily through Native American Financial
Institutions; and

(4) to provide ongoing assistance to the
secondary market for residential mortgages
and economic development loans for Native
American individuals and families, Native
American Financial Institutions, and other
borrowers by increasing the liquidity of such
investments and improving the distribution
of investment capital available for such fi-
nancing.

SEC. 103. DEFINITIONS.

For purposes of this Act, the following
definitions shall apply:

(1) ALASKA NATIVE.—The term ‘‘Alaska Na-
tive” has the meaning given the term ‘‘Na-
tive”’ by section 3(b) of the Alaska Native
Claims Settlement Act.

Sec. 502.

Sec.
Sec.
Sec.

Sec.

Sec.
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(2) BOARD.—The term ‘“‘Board’” means the
Board of Directors of the Organization estab-
lished under section 201(a)(2).

(3) CHAIRPERSON.—The term ‘‘Chairperson’’
means the chairperson of the Board.

(4) CouNciL.—The term ‘‘Council”’” means
the Advisory Council established under sec-
tion 206.

(5) DESIGNATED MERGER DATE.—The term
‘“‘designated merger date’” means the specific
calendar date and time of day designated by
the Board under section 502(b).

(6) DIRECTOR.—The term ‘‘Director’ means
the Director of the Office of Federal Housing
Enterprise Oversight of the Department of
Housing and Urban Development.

(7) FUND.—The term ‘‘Fund” means the
Community Development Financial Institu-
tions Fund established under section 104 of
the Riegle Community Development and
Regulatory Improvement Act of 1994.

(8) INDIAN TRIBE.—The term ‘‘Indian tribe”’
means any Indian tribe, band, nation, or
other organized group or community, includ-
ing any Alaska Native village or regional or
village corporation as defined in or estab-
lished pursuant to the Alaska Native Claims
Settlement Act that is recognized as eligible
for the special programs and services pro-
vided by the Federal Government to Indians
because of their status as Indians.

(9) MERGER PLAN.—The term ‘‘merger
plan’ means the plan of merger adopted by
the Board under section 502(a).

(10) NATIVE AMERICAN.—The term ‘‘Native
American” means any member of an Indian
tribe.

(11) NATIVE AMERICAN FINANCIAL INSTITU-
TION.—The term ‘““Native American Financial
Institution” means a person (other than an
individual) that—

(A) qualifies as a community development
financial institution under section 103 of the
Riegle Community Development and Regu-
latory Improvement Act of 1994;

(B) satisfies the requirements established
by the Riegle Community Development and
Regulatory Improvement Act of 1994 and the
Fund for applicants for assistance from the
Fund;

(C) demonstrates a special interest and ex-
pertise in serving the primary economic de-
velopment and mortgage lending needs of the
Native American community; and

(D) demonstrates that the person has the
endorsement of the Native American com-
munity that the person intends to serve.

(12) NATIVE AMERICAN LENDER.—The term
“Native American lender’” means a Native
American governing body, Native American
housing authority, or other Native American
Financial Institution that acts as a primary
mortgage or economic development lender in
a Native American community.

(13) NEW CORPORATION.—The term ‘‘new
corporation’” means the corporation formed
in accordance with title V.

(14) NONQUALIFYING MORTGAGE LOAN.—The
term ‘‘nonqualifying mortgage loan’ means
a mortgage loan that is determined by the
Organization, on the basis of the quality,
type, class, or principal amount of the loan,
to fail to meet the purchase standards of the
Federal National Mortgage Association or
the Federal Home Loan Mortgage Corpora-
tion in effect on September 30, 1994.

(15) ORGANIZATION.—The term ‘‘Organiza-
tion”” means the Native American Financial
Services Organization established under sec-
tion 201.

(16) QUALIFYING MORTGAGE LOAN.—The
term ‘‘qualifying mortgage loan’ means a
mortgage loan that is determined by the Or-
ganization, on the basis of the quality, type,
class or principal amount of the loan, to
meet the purchase standards of the Federal
National Mortgage Association or the Fed-
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eral Home Loan Mortgage Corporation in ef-
fect on September 30, 1994.

(17) TRANSITION PERIOD.—The term ‘‘transi-
tion period’” means the period beginning on
the date on which the merger plan is ap-
proved by both the Secretary of Housing and
Urban Development and the Secretary of the
Treasury and ending on the designated merg-
er date.

TITLE II—NATIVE AMERICAN FINANCIAL
SERVICES ORGANIZATION
SEC. 201. ESTABLISHMENT OF THE ORGANIZA-
TION.

(a) CREATION; BOARD OF DIRECTORS; POLI-
CIES; PRINCIPAL OFFICE; MEMBERSHIP; VACAN-
CIES.—

(1) CREATION.—

(A) IN GENERAL.—There is established and
chartered a corporation to be known as the
Native American Financial Services Organi-
zation.

(B) PERIOD OF TIME.—The Organization
shall be a congressionally chartered body
corporate until the earlier of—

(i) the designated merger date; or

(ii) the date on which the charter is surren-
dered by the Organization.

(C) CHANGES TO CHARTER.—The right to re-
vise, amend, or modify the Organization
charter is specifically and exclusively re-
served to the Congress.

(2) BOARD OF DIRECTORS; PRINCIPAL OF-
FICE.—

(A) BOARD.—The powers of the Organiza-
tion shall be vested in a Board of Directors.
The Board shall determine the policies that
govern the operations and management of
the Organization.

(B) PRINCIPAL OFFICE; RESIDENCY.—The
principal office of the Organization shall be
in the District of Columbia. For purposes of
venue, the Organization shall be considered
to be a resident of the District of Columbia.

(3) MEMBERSHIP.—

(A) IN GENERAL.—

(i) NINE MEMBERS.—Except as provided in
clause (ii), the Board shall consist of 9 mem-
bers, 3 of whom shall be appointed by the
President and 6 of whom shall be elected by
the class A stockholders, in accordance with
the bylaws of the Organization.

(ii) THIRTEEN MEMBERS.—If class B stock is
issued under section 301(b), the Board shall
consist of 13 members, 9 of whom shall be ap-
pointed and elected in accordance with
clause (i) and 4 of whom shall be elected by
the class B stockholders, in accordance with
the bylaws of the Organization.

(B) TERMS.—Each member of the Board
shall be elected or appointed for a 4-year
term, except that the members of the initial
Board shall be elected or appointed for the
following terms:

(i) Of the 3 members appointed by the
President—

(I) 1 member shall be appointed for a 2-year
term;

(IT) 1 member shall be appointed for a 3-
year term; and

(III) 1 member shall be appointed for a 4-
year term;
as designated by the President at the time of
the appointments.

(ii) Of the 6 members elected by the class
A stockholders—

(I) 2 members shall each be elected for a 2-
year term;

(IT) 2 members shall each be elected for a 3-
year term; and

(III) 2 members shall each be elected for a
4-year term.

(iii) If class B stock is issued and 4 addi-
tional members are elected by the class B
stockholders—

(I) 1 member shall be elected for a 2-year
term;

(IT) 1 member shall be elected for a 3-year
term; and
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(ITI) 2 members shall each be elected for a
4-year term.

(C) QUALIFICATIONS.—Each member ap-
pointed by the President shall have expertise
in 1 or more of the following areas:

(i) Native American housing and economic
development programs.

(ii) Financing in Native American commu-
nities.

(iii) Native American governing bodies and
court systems.

(iv) Restricted and trust land issues, eco-
nomic development, and small consumer
loans.

(D) CHAIRPERSON.—The Board shall select a
Chairperson from among its members, except
that the initial Chairperson shall be selected
from among the members of the initial
Board who have been appointed or elected to
serve for a 4-year term.

(E) VACANCIES.—

(i) APPOINTED MEMBERS.—ANy vacancy in
the appointed membership of the Board shall
be filled by appointment by the President,
but only for the unexpired portion of the
term.

(ii) ELECTED MEMBERS.—Any vacancy in
the elected membership of the Board shall be
filled by appointment by the Board, but only
for the unexpired portion of the term.

(F) TRANSITIONS.—Any member of the
Board may continue to serve after the expi-
ration of the term for which the member was
appointed or elected until a qualified suc-
cessor has been appointed or elected.

(b) POWERS OF THE ORGANIZATION.—The Or-
ganization may—

(1) adopt, alter, and use a corporate seal;

(2) adopt bylaws, consistent with this Act,
regulating, among other things, the manner
in which—

(A) the business of the Organization shall
be conducted;

(B) the elected members of the Board shall
be elected;

(C) the stock of the Organization shall be
issued, held, and disposed of;

(D) the property of the Organization shall
be disposed of; and

(E) the powers and privileges granted to
the Organization by this Act and other law
shall be exercised;

(3) make and perform contracts, agree-
ments, and commitments, including entering
into a cooperative agreement with the Fund;

(4) prescribe and impose fees and charges
for services provided by the Organization;

(5)(A) settle, adjust, and compromise; and

(B) with or without consideration or ben-
efit to the Organization, release or waive in
whole or in part, in advance or otherwise,
any claim, demand, or right of, by, or
against the Organization;

if such settlement, adjustment, compromise,
release, or waiver is not adverse to the inter-
ests of the United States;

(6) sue and be sued, complain and defend, in
any tribal, Federal, State, or other court;

(7) acquire, take, hold, and own, and to
deal with and dispose of any property;

(8) determine the necessary expenditures of
the Organization and the manner in which
such expenditures shall be incurred, allowed,
and paid, and appoint, employ, and fix and
provide for the compensation and benefits of
officers, employees, attorneys, and agents as
the Board determines reasonable and not in-
consistent with this section;

(9) incorporate a new corporation under
State, District of Columbia, or tribal law, as
provided in section 501;

(10) adopt a plan of merger, as provided in
section 502;

(11) consummate the merger of the Organi-
zation into the new corporation, as provided
in section 503; and
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(12) have succession until the designated
merger date or any earlier date on which the
Organization surrenders its Federal charter.

(c) INVESTMENT OF FUNDS; DESIGNATION AS
DEPOSITARY, CUSTODIAN, OR AGENT.—

(1) INVESTMENT OF FUNDS.—Funds of the
Organization that are not required to meet
current operating expenses shall be invested
in obligations of, or obligations guaranteed
by, the United States or any agency thereof,
or in obligations, participations, or other in-
struments that are lawful investments for fi-
duciary, trust, or public funds.

(2) DESIGNATION AS DEPOSITARY, CUSTODIAN,
OR AGENT.—Any Federal Reserve bank or
Federal home loan bank, or any bank as to
which at the time of its designation by the
Organization there is outstanding a designa-
tion by the Secretary of the Treasury as a
general or other depositary of public money,
may—

(A) be designated by the Organization as a
depositary or custodian or as a fiscal or
other agent of the Organization; and

(B) act as such depositary, custodian, or
agent.

(d) ACTIONS BY AND AGAINST THE ORGANIZA-
TION.—Notwithstanding section 1349 of title
28, United States Code, or any other provi-
sion of law—

(1) the Organization shall be deemed to be
an agency covered under sections 1345 and
1442 of title 28, United States Code;

(2) any civil action to which the Organiza-
tion is a party shall be deemed to arise under
the laws of the United States, and the appro-
priate district court of the United States
shall have original jurisdiction over any
such action, without regard to amount or
value; and

(3) any civil or other action, case, or con-
troversy in a tribal court, court of a State,
or in any court other than a district court of
the United States, to which the Organization
is a party, may at any time before the com-
mencement of the trial be removed by the
Organization, without the giving of any bond
or security and by following any procedure
for removal of causes in effect at the time of
the removal—

(A) to the district court of the United
States for the district and division in which
the action is pending;

(B) or, if there is no such district court, to
the district court of the United States for
the District of Columbia.

SEC. 202. AUTHORIZED ASSISTANCE AND SERV-
ICE FUNCTIONS.

(a) TECHNICAL ASSISTANCE AND SERVICES.—
The Organization may—

(1) assist the Fund in the establishment
and organization of Native American Finan-
cial Institutions;

(2) assist the Fund in developing and pro-
viding financial expertise and technical as-
sistance to Native American Financial Insti-
tutions, including methods of underwriting,
securing, servicing, packaging, and selling
mortgage and small commercial and con-
sumer loans;

(3) develop and provide specialized tech-
nical assistance on overcoming barriers to
primary mortgage lending on Native Amer-
ican lands, including issues related to trust
lands, discrimination, high operating costs,
and inapplicability of standard underwriting
criteria;

(4) assist the Fund in providing mortgage
underwriting assistance (but not in origi-
nating loans) under contract to Native
American Financial Institutions;

(5) work with the Federal National Mort-
gage Association, the Federal Home Loan
Mortgage Corporation, and other partici-
pants in the secondary market for home
mortgage instruments in identifying and
eliminating barriers to the purchase of Na-
tive American mortgage loans originated by
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Native American Financial Institutions and
other lenders in Native American commu-
nities;

(6) obtain capital investments in the Orga-
nization from Indian tribes, Native American
organizations, and other entities;

(7) assist the Fund in the operation of the
Organization as an information clearing-
house by providing information on financial
practices to Native American Financial In-
stitutions; and

(8) assist the Fund in monitoring and re-
porting to the Congress on the performance
of Native American Financial Institutions in
meeting the economic development and
housing credit needs of Native Americans.

(b) PURCHASES AND SALES OF MORTGAGES
AND MORTGAGE-BACKED SECURITIES.—

(1) IN GENERAL.—

(A) AUTHORIZATION.—If a determination is
made in accordance with subparagraph (B),
the Organization may, upon receipt of a
written authorization from the Secretary of
Housing and Urban Development under this
paragraph, carry out any activity described
in paragraph (3).

(B) DETERMINATION.—For purposes of sub-
paragraph (A), a determination made under
this section is a determination by the Sec-
retary of Housing and Urban Development
that the combined purchases by the Federal
National Mortgage Association and the Fed-
eral Home Loan Mortgage Corporation of
residential Native American nonqualifying
mortgage loans originated by Native Amer-
ican Financial Institutions and other lenders
on housing consisting of between 1 and 4
dwelling units—

(i) in the second year following the estab-
lishment of the Organization, total less than
$20,000,000 (unless the Organization can dem-
onstrate to the Secretary of Housing and
Urban Development that such purchase goal
could not be met); or

(ii) in any succeeding year, total less than
that amount that the Secretary of Housing
and Urban Development has determined and
published as a reasonable Native American
mortgage purchase goal (in accordance with
paragraph (2)) for such combined purchases
by the Federal National Mortgage Associa-
tion and the Federal Home Loan Mortgage
Corporation in such year.

(2) FACTORS CONSIDERED.—In determining
the purchase goal described in paragraph
(1)(B)(ii), the Secretary shall take into ac-
count the study by the Fund of Native Amer-
ican lending and investment conducted pur-
suant to section 117(c) of the Riegle Commu-
nity Development and Regulatory Improve-
ment Act of 1994.

(3) POWERS OF THE ORGANIZATION.—Upon re-
ceiving a written authorization from the
Secretary of Housing and Urban Develop-
ment under paragraph (1), the Organization
may, at any time—

(A) with respect to residential mortgage
loans originated by Native American Finan-
cial Institutions that are qualifying mort-
gage loans—

(i) purchase
loans;

(ii) hold such qualifying mortgage loans for
a period of not to exceed 12 months; and

(iii) resell such qualifying mortgage loans
to the Federal National Mortgage Associa-
tion, the Federal Home Loan Mortgage Cor-
poration, or other secondary market partici-
pants, as provided in section 303(b);

(B) with respect to residential mortgage
loans originated by the Native American Fi-
nancial Institutions that are nonqualifying
mortgage loans—

(i) purchase such nonqualifying mortgage
loans from the Native American Financial
Institutions for such terms as the Organiza-
tion determines to be appropriate, including

such qualifying mortgage
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the life of the mortgage loan, if, with respect
to any such loan—

(I) the Organization has reasonable assur-
ance that the loan will be repaid within the
time agreed;

(IT) the Native American Financial Institu-
tion selling the loan retains a participation
of not less than 10 percent in the mortgage;

(ITIT) the Native American Financial Insti-
tution selling the loan agrees for such period
of time and under such circumstances as the
Organization may require, to repurchase or
replace the mortgage upon demand of the Or-
ganization in the event that the loan is in
default; or

(IV) that portion of the outstanding prin-
cipal balance of the loan which exceeds 80
percent of the value of the property securing
such loan is guaranteed or insured by a
qualified insurer, as determined by the Orga-
nization; and

(ii) issue mortgage-backed securities or
other forms of participations based on pools
of such nonqualifying mortgage loans, as
provided in section 303(c); and

(C) purchase, service, sell, lend on the secu-
rity of, and otherwise deal in—

(i) residential mortgages that are secured
by a subordinate lien against a property con-
sisting of 1 to 4 dwelling units that is the
principal residence of the mortgagor; and

(ii) residential mortgages that are secured
by a subordinate lien against a property con-
sisting of five or more dwelling units.

(4) RIGHTS AND REMEDIES.—

(A) IN GENERAL.—The rights and remedies
of the Organization, including any rights and
remedies of the Organization on, under, or
with respect to any mortgage or any obliga-
tion secured thereby, shall be immune from
impairment, limitation, or restriction by or
under any State, District of Columbia, or
tribal—

(i) law that becomes effective after the ac-
quisition by the Organization of the subject
or property on, under, or with respect to
which such right or remedy arises or exists
or would so arise or exist in the absence of
such law; or

(ii) administrative or other action that be-
comes effective after such acquisition.

(B) QUALIFICATION.—The Organization may
conduct its business without regard to any
qualification or similar requirement in the
District of Columbia, or any State or tribal
jurisdiction.

SEC. 203. NATIVE AMERICAN LENDING SERVICES
GRANT.

(a) INITIAL GRANT PAYMENT.—If the Fund
and the Organization enter into a coopera-
tive agreement for the Organization to pro-
vide technical assistance and other services
to Native American Financial Institutions,
such agreement shall, to the extent that
funds are available as provided in section 602,
provide that the initial grant payment, an-
ticipated to be $5,000,000, shall be made when
all members of the initial Board have been
appointed under section 201.

(b) PAYMENT OF GRANT BALANCE.—The pay-
ment of the grant balance of $5,000,000 shall
be made to the Organization not later than 1
year after the date on which the initial grant
payment is made under subsection (a).

SEC. 204. AUDITS.

(a) INDEPENDENT AUDITS.—

(1) IN GENERAL.—The Organization shall
have an annual independent audit made of
its financial statements by an independent
public accountant in accordance with gen-
erally accepted auditing standards.

(2) DETERMINATIONS.—In conducting an
audit under this subsection, the independent
public accountant shall determine and report
on whether the financial statements of the
Organization—
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(A) are presented fairly in accordance with
generally accepted accounting principles;
and

(B) to the extent determined necessary by
the Director, comply with any disclosure re-
quirements imposed under section 401.

(b) GAO AUDITS.—

(1) IN GENERAL.—Beginning after the first 2
years of the operation of the Organization,
unless an earlier date is required by any
other statute, grant, or agreement, the pro-
grams, activities, receipts, expenditures, and
financial transactions of the Organization
shall be subject to audit by the Comptroller
General of the United States under such
rules and regulations as may be prescribed
by the Comptroller General.

(2) ACCESS.—To carry out this subsection,
the representatives of the General Account-
ing Office shall—

(A) have access to all books, accounts, fi-
nancial records, reports, files, and all other
papers, things, or property belonging to or in
use by the Organization and necessary to fa-
cilitate the audit;

(B) be afforded full facilities for verifying
transactions with the balances or securities
held by depositaries, fiscal agents, and
custodians; and

(C) have access, upon request to the Orga-
nization or any auditor for an audit of the
Organization under subsection (a), to any
books, accounts, financial records, reports,
files, or other papers, or property belonging
to or in use by the Organization and used in
any such audit and to any papers, records,
files, and reports of the auditor used in such
an audit.

(3) REPORTS.—The Comptroller General of
the United States shall submit to the Con-
gress a report on each audit conducted under
this subsection.

(4) REIMBURSEMENT.—The Organization
shall reimburse the General Accounting Of-
fice for the full cost of any audit conducted
under this subsection.

SEC. 205. ANNUAL HOUSING AND ECONOMIC DE-
VELOPMENT REPORTS.

Not later than 1 year after the date of en-
actment of this Act, and annually thereafter,
the Organization shall collect, maintain, and
provide to the Secretary of Housing and
Urban Development, in a form determined by
the Secretary, such data as the Secretary de-
termines to be appropriate with respect to
the Organization’s—

(1) mortgages on properties consisting of
between 1 and 4 dwelling units;

(2) mortgages on properties consisting of
five or more dwelling units; and

(3) activities relating to economic develop-
ment.

SEC. 206. ADVISORY COUNCIL.

(a) ESTABLISHMENT.—The Board shall es-
tablish an Advisory Council in accordance
with this section.

(b) MEMBERSHIP.—

(1) IN GENERAL.—The Council shall consist
of 13 members, who shall be appointed by the
Board, including 1 representative from each
of the 12 districts established by the Bureau
of Indian Affairs and 1 representative from
the State of Hawaii.

(2) QUALIFICATIONS.—Not less than 6 of the
members of the Council shall have financial
expertise, and not less than 9 members of the
Council shall be Native Americans.

(3) TERMS.—Each member of the Council
shall be appointed for a 4-year term, except
that the initial Council shall be appointed,
as designated by the Board at the time of ap-
pointment, as follows:

(A) Four members shall each be appointed
for a 2-year term.

(B) Four members shall each be appointed
for a 3-year term.

(C) Five members shall each be appointed
for a 4-year term.
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(c) DUTIES.—The Council shall advise the
Board on all policy matters of the Organiza-
tion. Through the regional representation of
its members, the Council shall provide infor-
mation to the Board from all sectors of the
Native American community.

TITLE III—CAPITALIZATION OF
ORGANIZATION
SEC. 301. CAPITALIZATION OF THE ORGANIZA-
TION.

(a) CLASS A STOCK.—The class A stock of
the Organization shall—

(1) be issued only to Indian tribes;

(2) be allocated on the basis of Indian tribe
population, as determined by the Secretary
of Housing and Urban Development in con-
sultation with the Secretary of the Interior;

(3) have such par value and other charac-
teristics as the Organization shall provide;

(4) be vested with voting rights, each share
being entitled to 1 vote;

(5) be nontransferable; and

(6) be surrendered to the Organization if
the holder ceases to be recognized as an In-
dian tribe under this Act.

(b) CLASS B STOCK.—

(1) IN GENERAL.—The Organization may
issue class B stock evidencing capital con-
tributions in the manner and amount, and
subject to any limitations on concentration
of ownership, as may be established by the
Organization.

(2) CHARACTERISTICS.—Any class B stock
issued under paragraph (1) shall—

(A) be available for purchase by investors;

(B) be entitled to such dividends as may be
declared by the Board in accordance with
subsection (c¢);

(C) have such par value and other charac-
teristics as the Organization shall provide;

(D) be vested with voting rights, each
share being entitled to 1 vote; and

(E) be transferable only on the books of the
Organization.

(c) CHARGES AND FEES; EARNINGS.—

(1) CHARGES AND FEES.—The Organization
may impose charges or fees, which may be
regarded as elements of pricing, with the ob-
jectives that—

(A) all costs and expenses of the operations
of the Organization should be within the in-
come of the Organization derived from such
operations; and

(B) such operations would be fully self-sup-
porting.

(2) EARNINGS.—AIll earnings from the oper-
ations of the Organization shall be annually
transferred to the general surplus account of
the Organization. At any time, funds in the
general surplus account may, in the discre-
tion of the Board, be transferred to the re-
serves of the Organization.

(d) CAPITAL DISTRIBUTIONS.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the Organization may make
such capital distributions (as such term is
defined in section 1303 of the Federal Hous-
ing Financial Safety and Soundness Act of
1992) as may be declared by the Board. All
capital distributions shall be charged against
the general surplus account of the Organiza-
tion.

(2) RESTRICTION.—The Organization may
not make any capital distribution that
would decrease the total capital (as such
term is defined in section 1303 of the Federal
Housing Financial Safety and Soundness Act
of 1992) of the Organization to an amount
less than the capital level for the Organiza-
tion established under section 401, without
prior written approval of the distribution by
the Director.

SEC. 302. OBLIGATIONS AND SECURITIES OF THE
ORGANIZATION.

(a) IN GENERAL.—

(1) AUTHORIZATION.—The
may—

Organization
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(A) borrow funds to give security or pay in-
terest or other return; and

(B) issue upon the approval of the Sec-
retary of the Treasury, notes, debentures,
bonds, or other obligations having matu-
rities and bearing such rate or rates of inter-
est as may be determined by the Organiza-
tion with the approval of the Secretary of
the Treasury;

if such borrowing and issuing of obligations
qualifies as a transaction by an issuer not in-
volving any public offering under section 4(2)
of the Securities Act of 1933.

(2) RESTRICTIONS.—

(A) IN GENERAL.—Obligations issued by the
Organization under this section shall not be
obligations of the United States or any agen-
cy of the United States.

(B) NO GUARANTEES.—Payment of the prin-
cipal of or interest on such obligations shall
not be guaranteed by the United States or
any agency of the United States. The obliga-
tions issued by the Organization under this
section shall so plainly state.

(b) RESALES OF QUALIFYING MORTGAGE
LOANS.—The sale or other disposition by the
Organization of qualifying mortgage loans
under section 202(b) shall be on such terms
and conditions relating to resale, repurchase,
substitution, replacement or otherwise as
the Organization may prescribe, except that
the Organization may not guarantee or in-
sure the payment of any mortgage loan sold
under section 202(b).

(c) SECURITIES BACKED BY NONQUALIFYING
MORTGAGE LOANS.—Securities in the form of
debt obligations or trust certificates of bene-
ficial interest, or both, and based upon non-
qualifying mortgage loans held and set aside
by the Organization under section 202(b)—

(1) may be issued upon the approval of the
Secretary of the Treasury; and

(2) shall have such maturities, and shall
bear such rate or rates of interest, as may be
determined by the Organization with the ap-
proval of the Secretary of the Treasury;
if such issuance qualifies as a transaction by
an issuer not involving any public offering
under section 4(2) of the Securities Act of
1933.

(d) PROHIBITIONS AND RESTRICTIONS; CRE-
ATION OF LIENS AND CHARGES.—

(1) IN GENERAL.—The Organization may, by
regulation or by writing executed by the Or-
ganization—

(A) establish prohibitions or restrictions
on the creation of indebtedness or obliga-
tions of the Organization or of liens or
charges upon property of the Organization,
including after-acquired property; and

(B) create liens and charges, which may be
floating liens or charges, upon all or any
part or parts of the property of the Organiza-
tion, including after-acquired property.

(2) EFFECT.—Any prohibition, restriction,
lien, or charge established under paragraph
(2) shall—

(A) have such effect, including such rank
and priority, as may be provided by regula-
tions of the Organization or by any writing
executed by the Organization; and

(B) create a cause of action which may be
enforced by action in the United States dis-
trict court for the District of Columbia or in
the United States district court for any judi-
cial district in which any of the property af-
fected is located.

(3) JURISDICTION; SERVICE OF PROCESS.—
Process in any action described in paragraph
(2) may run to or be served in any judicial
district or in any place subject to the juris-
diction of the United States.

(e) VALIDITY OF PROVISIONS; VALIDITY OF
RESTRICTIONS, PROHIBITIONS, LIENS, OR
CHARGES.—This section and any restriction,
prohibition, lien, or charge referred to in
subsection (b) shall be fully effective not-
withstanding any other law, including any
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law of or relating to sovereign immunity or

priority.

SEC. 303. LIMIT ON TOTAL ASSETS AND LIABIL-
ITIES.

The aggregate of—

(1) the total equity of the Organization, in-
cluding all capital from any issuance of class
B stock; and

(2) the total liabilities of the Organization,
including all obligations issued or incurred
by the Organization;
shall not at any time exceed $20,000,000.

TITLE IV—REGULATION, EXAMINATION,

AND REPORTS
SEC. 401. REGULATION, EXAMINATION, AND RE-
PORTS.

(a) EFFECTIVE DATE OF SECTION.—This sec-
tion shall take effect on the date on which
the Secretary of Housing and Urban Develop-
ment makes a determination in accordance
with section 202(b) that the Organization
may purchase and sell mortgages and mort-
gage-backed securities.

(b) IN GENERAL.—The Organization shall be
subject to the regulatory authority of the
Office of Federal Housing Enterprise Over-
sight of the Department of Housing and
Urban Development with respect to all mat-
ters relating to the financial safety and
soundness of the Organization.

(c) DuTY OF DIRECTOR.—The Director shall
ensure that the Organization is adequately
capitalized and operating safely as a con-
gressionally chartered body corporate.

(d) POWERS OF DIRECTOR.—The Director
shall have all of the exclusive powers grant-
ed the Director under subsections (b), (d),
and (e) of section 1313 of the Housing and
Community Development Act of 1992, as de-
termined by the Director to be necessary or
appropriate to regulate the operation of the
Organization.

(e) REPORTS TO DIRECTOR.—

(1) ANNUAL REPORT.—Not later than 1 year
after the date of enactment of this Act, and
annually thereafter, the Organization shall
submit to the Director a report describing
the financial condition and operations of the
Organization. The report shall be in such
form, contain such information, and be sub-
mitted on such date as the Director shall re-
quire.

(2) OTHER REPORTS.—In addition to the re-
ports submitted under paragraph (1), the Or-
ganization shall submit to the Director any
report required by the Director pursuant to
section 1314 of the Housing and Community
Development Act of 1992.

(3) CONTENTS OF REPORT.—Each report sub-
mitted under this subsection shall contain a
declaration by the president, vice president,
treasurer, or any other officer of the Organi-
zation designated by the Board to make such
declaration, that the report is true and cor-
rect to the best of such officer’s knowledge
and belief.

(f) FUNDING OFHEO OVERSIGHT.—

(1) ASSESSMENT AND COLLECTION.—The Di-
rector shall assess and collect from the Orga-
nization such amounts as are necessary to
reimburse the Office of Federal Housing En-
terprise Oversight for the reasonable costs
and expenses of the activities undertaken by
the Office of Federal Housing Enterprise
Oversight to carry out the duties of the Di-
rector under paragraph (2), including the
costs of examinations and overhead ex-
penses.

(2) REQUIREMENTS.—Annual assessments
imposed by the Director shall be—

(A) imposed prior to October 1 of each
year;

(B) collected at such time or times during
each assessment year as determined nec-
essary or appropriate by the Director;

(C) deposited into the Federal Housing En-
terprises Oversight Fund established by sec-
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tion 1316(f) of the Housing and Community
Development Act of 1992; and

(D) available, to the extent provided in ap-
propriations Acts, for carrying out the re-
sponsibilities of the Director under this sec-
tion.

SEC. 402. AUTHORITY OF THE SECRETARY OF
HOUSING AND URBAN DEVELOP-
MENT.

Except for the authority of the Director
under in section 401, the Secretary of Hous-
ing and Urban Development shall—

(1) have general regulatory power over the
Organization; and

(2) issue such rules and regulations appli-
cable to the Organization as determined nec-
essary or appropriate by the Secretary to en-
sure that the purposes specified in section
102 are accomplished.

TITLE V—FORMATION OF NEW
CORPORATION
SEC. 501. FORMATION OF NEW CORPORATION.

(a) IN GENERAL.—In order to continue the
accomplishment of the purposes specified in
section 102 beyond the terms of the charter
of the Organization, the Board shall, not
later than 10 years after the date of enact-
ment of this Act, cause the formation of a
new corporation under the laws of any tribe,
any State, or the District of Columbia.

(b) POWERS OF NEW CORPORATION NOT PRE-
SCRIBED.—Except as provided in this section,
the new corporation may have any corporate
powers and attributes permitted under the
laws of the jurisdiction of its incorporation
which the Board shall determine, in its busi-
ness judgment, to be appropriate.

(¢) USE OF NAFSO NAME PROHIBITED.—The
new corporation may not use in any manner
the name ‘‘Native American Financial Serv-
ices Organization’” or “NAFSO” or any vari-
ation of thereof.

SEC. 502. ADOPTION AND APPROVAL OF MERGER
PLAN.

(a) IN GENERAL.—Not later than 10 years
after the date of enactment of this Act, the
Board shall prepare, adopt, and submit to
the Secretary of Housing and Urban Develop-
ment and the Secretary of the Treasury for
approval, a plan for merging the Organiza-
tion into the new corporation.

(b) DESIGNATED MERGER DATE.—

(1) IN GENERAL.—The Board shall establish
the designated merger date in the merger
plan as a specific calendar date on which and
time of day at which the merger of the Orga-
nization into the new corporation shall take
effect.

(2) CHANGES.—The Board may change the
designated merger date in the merger plan
by adopting an amended plan of merger.

(3) RESTRICTION.—Except as provided in
paragraph (4), the designated merger date in
the merger plan or any amended merger plan
shall not be later than 11 years after the date
of enactment of this Act.

(4) EXCEPTION.—Subject to the restriction
contained in paragraph (5), the Board may
adopt an amended plan of merger that des-
ignates a date later than 11 years after the
date of enactment of this Act if the Board
submits to both the Secretary of Housing
and Urban Development and the Secretary of
the Treasury a report—

(A) stating that an orderly merger of the
Organization into the new corporation is not
feasible before the latest date designated by
the Board;

(B) explaining why an orderly merger of
the Organization into the new corporation is
not feasible before the latest date designated
by the Board;

(C) describing the steps that have been
taken to consummate an orderly merger of
the Organization into the new corporation
not later than 11 years after the date of en-
actment of this Act; and
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(D) describing the steps that will be taken
to consummate an orderly and timely merg-
er of the Organization into the new corpora-
tion.

(56) LIMITATION.—The date designated by
the Board in an amended merger plan shall
not be later than 12 years after the date of
enactment of this Act.

(6) CONSUMMATION OF MERGER.—The con-
summation of an orderly and timely merger
of the Organization into the new corporation
shall not occur later than 13 years after the
date of enactment of this Act.

(c) GOVERNMENTAL APPROVALS OF MERGER
PLAN REQUIRED.—The merger plan or any
amended merger plan shall take effect on the
date on which the plan is approved by both
the Secretary of Housing and Urban Develop-
ment and the Secretary of the Treasury.

(d) REVISION OF DISAPPROVED MERGER PLAN
REQUIRED.—If either the Secretary of Hous-
ing and Urban Development or the Secretary
of the Treasury, or both, disapprove the
merger plan or any amended merger plan—

(1) each Secretary that disapproves the
plan shall notify the Organization of such
disapproval and indicate the reasons for the
disapproval; and

(2) not later than 30 days after the date of
notification of disapproval under paragraph
(1), the Organization shall submit to both
the Secretary of Housing and Urban Develop-
ment and the Secretary of the Treasury for
approval an amended merger plan responsive
to the reasons for the disapproval indicated
in such notification.

(e) NO STOCKHOLDER APPROVAL OF MERGER
PLAN REQUIRED.—The approval or consent of
the stockholders of the Organization shall
not be required to accomplish the merger of
the Organization into the new corporation.
SEC. 503. CONSUMMATION OF MERGER.

The Board shall ensure that the merger of
the Organization into the new corporation is
accomplished in accordance with—

(1) the merger plan approved by the Sec-
retary of Housing and Urban Development
and the Secretary of the Treasury; and

(2) all applicable laws of the jurisdiction in
which the new corporation is incorporated.
SEC. 504. TRANSITION.

(a) CONTINUATION OF RIGHTS, DUTIES, AND
RESTRICTIONS.—Except as provided in this
section, the Organization shall, during the
transition period, continue to have all of the
rights, privileges, duties, and obligations,
and shall be subject to all of the limitations
and restrictions, set forth in this Act.

(b) COLLATERALIZATION OF OUTSTANDING
OBLIGATIONS.—

(1) IN GENERAL.—The Organization shall
provide for all debt obligations of the Orga-
nization that are outstanding on the date be-
fore the designated merger date to be se-
cured as to principal and interest by obliga-
tions of the United States held in trust for
the holders of such obligations.

(2) REQUIREMENTS, TERMS, AND CONDI-
TIONS.—The collateralization and the trust
referred to in the preceding sentence shall be
subject to such requirements, terms, and
conditions as the Secretary of the Treasury
determines to be necessary or appropriate.

(c) ISSUANCE OF NEW OBLIGATIONS DURING
TRANSITION PERIOD.—As needed to carry out
the purposes for which it was formed, the Or-
ganization may, during the transition pe-
riod, continue to issue obligations under sec-
tion 303. Any new obligation issued during
the transition period shall mature before the
designated merger date.

SEC. 505. EFFECT OF MERGER.

(a) TRANSFER OF ASSETS AND LIABILITIES.—

(1) TRANSFER OF ASSETS.—On the des-
ignated merger date, all property, real, per-
sonal, and mixed, all debts due on any ac-
count, and any other interest of or belonging
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to or due to the Organization shall be trans-
ferred to and vested in the new corporation
without further act or deed, and title to any
property, whether real, personal, or mixed,
shall not in any way be impaired by reason
of the merger.

(2) TRANSFER OF LIABILITIES.—On the des-
ignated merger date, the new corporation
shall be responsible and liable for all obliga-
tions and liabilities of the Organization and
neither the rights of creditors nor any liens
upon the property of the Organization shall
be impaired by the merger.

(b) TERMINATION OF THE ORGANIZATION AND
ITS FEDERAL CHARTER.—On the designated
merger date—

(1) the surviving corporation of the merger
shall be the new corporation;

(2) the Federal charter of the Organization
shall terminate; and

(3) the separate existence of the Organiza-
tion shall terminate.

(c) REFERENCES TO THE ORGANIZATION IN
LAW.—After the designated merger date, any
reference to the Organization in any law or
regulation shall be deemed to refer to the
new corporation.

(d) SAVINGS CLAUSE.—

(1) PROCEEDINGS.—The merger of the Orga-
nization into the new corporation shall not
abate any proceeding commenced by or
against the Organization before the des-
ignated merger date, except that the new
corporation shall be substituted for the Or-
ganization as a party to any such proceeding
as of the designated merger date.

(2) CONTRACTS AND AGREEMENTS.—AIl con-
tracts and agreements to which the Organi-
zation is a party and which are in effect on
the day before the designated merger date
shall continue in effect according to their
terms, except that the new corporation shall
be substituted for the Organization as a
party to those contracts and agreements as
of the designated merger date.

TITLE VI—AUTHORIZATIONS OF
APPROPRIATIONS
SEC. 601. AUTHORIZATION OF APPROPRIATIONS
FOR NATIVE AMERICAN FINANCIAL
INSTITUTIONS.

(a) IN GENERAL.—There are authorized to
be appropriated to the Fund, without fiscal
year limitation, $20,000,000 to provide finan-
cial assistance to Native American Financial
Institutions.

(b) NOT MATCHING FUNDS.—To the extent
that a Native American Financial Institu-
tion receives a portion of an appropriation
made under subsection (a), such funds shall
not be considered to be matching funds re-
quired of the Native American Financial In-
stitution under section 108(e) of the Riegle
Community Development and Regulatory
Improvement Act of 1994.

SEC. 602. AUTHORIZATION OF APPROPRIATIONS
FOR ORGANIZATION.

The Secretary of Housing and Urban Devel-
opment may, to the extent provided in ad-
vance in an appropriations Act, provide not
more than $10,000,000 to the Fund for the
funding of a cooperative agreement to be en-
tered into by the Fund and the Organization
for technical assistance and other services to
be provided by the Organization to Native
American Financial Institutions.

UTE MOUNTAIN UTE TRIBE
TowAoC, COLORADO,
January 26, 1995.
Senator BEN NIGHTHORSE CAMPBELL,
Russell Office Building, Washington, DC.

DEAR SENATOR CAMPBELL: Thank you for
your letter of January 25, 1995 requesting my
comments on the draft Native American Fi-
nancial Services Organization Act (NAFSO)
attached thereto. Based on this Tribe’s expe-
rience and on the House Committee on Bank-
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ing, Finance and Urban Affairs report ref-
erenced in the draft, this type of assistance
to Tribes is desperately needed. Your efforts
to remedy the current housing situation for
Native Americans is greatly appreciated.

After a brief review of the draft NAFSO, I
have some initial observations. First, with
respect to governance of NAFSO, it will be
important to ensure that financial services
experts are either on the Board of Directors
or in a position to directly advise them. The
issue here is that such experts will be re-
quired for a successful NAFSO and to assist
in the establishment of NAFIs. Experts are
necessary for the fiscal management of
NAFSO itself.

Second, along these same lines, there prob-
ably should be some federal oversight, but
not mnecessarily regulatory control, con-
sistent with the United States’s trust re-
sponsibility, to make sure NAFSO and
NAFIs are properly established and operated.
This oversight would be in addition to that
required by the draft if NAFSO is authorized
to purchase and sell Native American mort-
gages. Please advise if NAFIs would be sub-
ject to banking and lending laws as other
such institutions are. Third, a more detailed
explanation of what the ‘‘tribal contribu-
tion” will amount to in NAFSO’s future
would be beneficial. Many tribes with lim-
ited financial resources will have concerns
about this facet of the legislation and some
indication of what such contributions will
entail may help to alleviate apprehension
about them. Nevertheless, some tribes may
oppose any tribal contributions at all. One
would hope that the NAFSO could operate on
its own resources if it is indeed successful.

To sum up, my primary concern involves
ensuring that NAFSO will be successful, par-
ticularly considering it will be up to the
Tribes in large part to do so. Some expert or
federal representation on the Board of Direc-
tors would be helpful in this regard.

Coupled with this consideration is the im-
portance of oversight for operations of
NAFIs. This seems appropriate since the
draft implies these institutions will be very
similar to banks, institutions which are al-
ready highly regulated.

As you may be aware, the Department of
Veteran’s Affairs entered into a Cooperative
Agreement with the Tribe on November 15,
1993 to assist us in obtaining home loans for
veteran tribal members. To date, no loans
have been processed under this Cooperative
Agreement. At the same time, I have some
concern about HUD’s involvement in this
program based on their inability to resolve
this problem on its own. Nevertheless, surely
HUD has learned much from its mistakes
and should add to the process. Whether that
agency should be a majority voice in the de-
cision-making or policy formulating process
is something that should be examined.

The shortage of suitable housing on this
Reservation is severe. We currently have
close to 400 individuals without a permanent
home and near 300 which have placed them-
selves on the waiting list for housing. Out of
the 1500 or so tribal members which reside
here, this means over 25% of our people are
without a permanent home. We also have in-
formation which indicates that upwards of
200 families are forced to share their homes
with other families to provide the most basic
of human needs, shelter. As you can under-
stand, this desperate situation seriously af-
fects tribal member’s sense of self-worth and
self-esteem.

Although this Tribe operates a Casino as
well as other successful enterprises, we must
utilize those funds for operation of the Trib-
al budget and economic development to keep
our people working and reduce unemploy-
ment. It is for this reason that your draft
NAFSO/NAFTI legislation is urgently needed.
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Again, I cannot stress enough how much
your efforts in this regard are appreciated.
The Tribe acknowledges this efforts and will
endeavor to help where we can.

Thank you very much for the opportunity
to comment. Please contact my office if you
require anything further.

Sincerely,
JUDY KNIGHT FRANK,
Chairperson.
NATIONAL AMERICAN INDIAN
HoUSING COUNCIL,
Washington, DC, January 24, 1995.
Hon. BEN NIGHTHORSE CAMPBELL,
U.S. Senate, Washington, DC.

DEAR SENATOR: On behalf of the NAIHC’s
Board of Directors and membership, I am
writing to thank you for supporting legisla-
tion that is very important to the Native
American community. In particular, your
support for the Native American Financial
Services Organization (NAFSO) is greatly
appreciated as NAIHC believes this legisla-
tion will bring much needed relief to solving
the housing problems for Native Americans.

The housing needs in Indian Country re-
main acute and we recognize that we must
move beyond housing assistance from the
federal government. NAFSO will help us do
so. We believe that allowing the creation of
Native American Financial Institutions
(NAFIs) will also stimulate local economies
and encourage privately financed housing.

Your recognization that NAFSO will have
a positive affect on Indian Country is appre-
ciated and valued. Please feel free to contact
me if I can be of further support regarding
this legislation.

Sincerely,
RUTH A. JAURE,
Executive Director.
U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT,
Washington, DC, September 22, 1994.
Hon. ALBERT GORE, JR.,
President of the U.S. Senate,
Washington, DC.

DEAR MR. PRESIDENT: I am pleased to
transmit to you the ‘‘Native American Fi-
nancial Services Organization Act of 1994.”
For the past several months, the Department
of Housing and Urban Development has been
working with the Departments of the Treas-
ury, the Interior, Agriculture and Veterans’
Affairs, in consultation with the Native
American Community to develop this bill.

Based upon the findings and recommenda-
tions of the Commission on American Indian,
Alaska Native and Native Hawaiian Housing,
established by Public Law 101-235, HUD be-
lieves that housing shortages and deplorable
living conditions have reached crisis propor-
tions in Native American communities
throughout the United States.

Historically, financing for most Native
American housing and economic develop-
ment has been provided through government
programs. These federal programs, however,
do not fully meet the needs of Native Amer-
ican communities. Furthermore, there are
few financial institutions that provide finan-
cial services to these communities.

To begin to address this crisis, the Depart-
ment is proposing this legislation to improve
the conditions and supply of housing in Na-
tive American communities by creating the
Native American Financial Services Organi-
zation. This legislation would establish a
limited government-chartered corporation to
be known as the Native American Financial
Services Organization (NAFSO). A Federal
grant would capitalize the federally-char-
tered, for-profit NAFSO through a coopera-
tive agreement. Under the agreement,
NAFSO could assist Native Americans in
creating local financial institutions to ad-
dress their capital needs. The Federal
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NAFSO charter would cease to exist upon a
designated date, by which time it would be
merged into a private corporation. The legis-
lation also provides for an ‘‘asset cap’ that
is designed to limit the size of the NAFSO to
$20 million. It is anticipated that the NAFSO
will be privatized in order to grow beyond
this limit. It also is anticipated that tribal
contributions would assist the NAFSO in be-
coming self-sufficient over time.

The governance of the NAFSO would be
vested in a Board of Directors that would be
representative of the Native American com-
munity. Shares would be equitably distrib-
uted among federally-recognized tribes; the
Board could elect to distribute additional
shares on an investment basis.

It is the purpose of this Act—

(1) to help serve the mortgage, economic
development, and other lending needs of Na-
tive Americans by assisting in the establish-
ment and organization of Native American
community lending institutions that would
be called Native American Financial Institu-
tions (NAFIs); NAFIs would be any type of
financial institution, including community
banks, credit unions and savings banks, and
therefore could provide a wide range of fi-
nancial services;

(2) to develop and provide financial exper-
tise and technical assistance to NAFIs, in-
cluding assistance on how to overcome bar-
riers to lending on Native American lands,
and the past and present impact of discrimi-
nation;

(3) to promote access to mortgage and eco-
nomic development credit throughout Native
American communities by increasing the 1i-
quidity of financing for housing and improv-
ing the distribution of investment capital
available for such financing, primarily
through NAFIs;

(4) to direct sources of public and private
capital into housing and economic develop-
ment for Native American individuals and
families, primarily through NAFIs; and,

(5) to provide ongoing assistance to the
secondary market for residential mortgages
and economic development loans for Native
American individuals and families, NAFIs,
and other borrowers by increasing the liquid-
ity of such mortgage investments and im-
proving the distribution of investment cap-
ital available for such residential mortgage
financing.

At the outset, it is contemplated that the
NAFSO itself will not purchase and sell Na-
tive American mortgages originated by the
NAFIs, but rather will work with the exist-
ing secondary market for residential mort-
gages to increase the liquidity for such in-
vestment. However, if it is later determined
that the secondary market is not meeting
reasonable mortgage purchase goals estab-
lished by this department, the NAFSO will
be authorized to purchase and sell such
mortgages.

The Secretary of Housing and Urban Devel-
opment would be authorized to provide up to
$10 million, subject to appropriations, for the
funding of a cooperative agreement for tech-
nical assistance and other services to be pro-
vided by the NAFSO to NAFIs. In addition,
there would be authorized, without fiscal
year limitation, $20 million to provide finan-
cial assistance through the NAFSO to
NAFIs. Funding would be made available
from the Community Development Financial
Institution (CDFI) fund. NAFIs are not eligi-
ble for additional funding under the CDFI
fund if the NAFI elects to receive funding
under this Act.

This legislation further provides that the
Office of Federal Housing Enterprise Over-
sight would regulate matters pertaining to
the financial safety and soundness of the
NAFSO in the event that the NAFSO is au-
thorized to purchase and sell Native Amer-
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ican mortgages and the Department of Hous-
ing and Urban Development would have gen-
eral regulatory authority.

The ‘“Native American Financial Services
Act of 19947 would provide financial inde-
pendence to the Native American commu-
nity that has never been enjoyed before. It
provides the structure to marry private fi-
nancial resources with Federal and tribal re-
sources in a way that benefits all parties.
The creation of the NAFSO would have the
ripple effect of opening avenues to economic
development and housing that have not been
available heretofore.

The Office of Management and Budget has
advised that it has no objection to the trans-
mittal of this legislation to Congress.

I request that the bill be referred to the ap-
propriate committee and urge its early con-
sideration. I am sending a similar letter to
the Speaker of the House of Representatives,
Thomas S. Foley.

Sincerely,
HENRY G. CISNEROS,
Secretary.

Mr. INOUYE, Mr. President, I rise
today to express my support for a
measure being introduced by my es-
teemed colleague from Colorado, Sen-
ator BEN NIGHTHORSE CAMPBELL. This
measure, the Native American Finan-
cial Services Organization Act of 1995,
is being introduced at the request of
the administration. It is the end-prod-
uct of a multiagency Federal working
group whose goal was to craft a legisla-
tive proposal which would encourage,
promote, and foster the delivery of
housing and economic development fi-
nancing to native American families
and communities.

Mr. President, it is difficult for many
of us here to comprehend the sheer
magnitude of the housing needs of this
Nation’s native communities. In 1993,
the Bureau of Indian Affairs of the U.S.
Department of Interior estimated that
88,689 native American families were in
need of housing assistance. But anyone
familiar with Indian country would
agree that these figures reflect a gross
underestimation. I am pleased to note
that in the next few months, the De-
partment of Housing and Urban Devel-
opment will be releasing the results of
an assessment of Indian housing needs
and programs. This survey is one of the
most ambitious and comprehensive
ever undertaken, and it is my hope
that we in the Congress will finally be
provided with a more accurate picture
of the housing needs and conditions of
native American families.

The Native American Financial Serv-
ices Organization Act has its genesis in
the finding and recommendations of
the National Commission on American
Indian, Alaska Native, and Native Ha-
waiian housing. The Commission, es-
tablished pursuant to Public Law 101-
235, documented that native American
Families and communities were over-
whelmingly and consistently access to
conventional financing mechanisms,
often due to the unique legal status of
Indian trust lands. The Commission
recommended the creation of a Native
American Finance Authority to direct
sources of capital to native Americans,
native American families, and other el-
igible mortgagors in order that they
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might meet their housing and related
infrastructure needs.

Mr. President, this administration
heeded the Commission’s call for ac-
tion. The Department of Housing and
Urban Development spearheaded a
multi-departmental effort, which in-
cluded representatives for the Depart-
ment of the Treasury, the Bureau of In-
dian Affairs, and the Office of Manage-
ment and Budget. The working group
began with the Commission’s legisla-
tive proposal, and ended with the meas-
ure which I am honored to be co-spon-
soring today. This administration de-
serves to be commended for recog-
nizing the distressed housing condi-
tions under which many of our native
American families live and for taking
deliberate and meaningful steps to
change and improve these cir-
cumstances.

In many, many respects, the measure
being introduced today addresses the
concerns of the National Commission
on American Indian, Alaska Native,
and Native Hawaiian Housing and em-
bodies the spirit of the Commission’s
recommendations. But Mr. President, I
wish to point out one very fundamental
difference between this measure, and
the Commission’s legislative proposal.
The omission—one which I have just
cause to be concerned about—is a glar-
ing one, for while the original proposal
included native Hawaiians, the bill be-
fore us today does not.

Mr. President, the Commission’s
final report documented that native
Hawaiians are among the neediest in
the State of Hawaii—they have the
worst housing conditions and the high-
est percentage of homelessness, rep-
resenting over 30 percent of the State’s
homeless population. Under any cir-
cumstances, the figures would be de-
plorable, but the truth is that this situ-
ation can only worsen. I surely do not
need to point out that Hawaii is one of
the most expensive States in which to
build, rent, or purchase a home, and
that, according to a recent survey con-
ducted by the National Association of
Home Builders, Honolulu ranked 179th
out of 185 places in home affordability.

Mr. President, I stand here, not only
as a co-sponsor, in support of this
measure, but as the senior Senator
from the State of Hawaii and one who
has long sought to address the housing
needs of the native Hawaiian people. 1
must express for the record my dis-
appointment that this bill departs from
the recommendation of the very Com-
mission which was the genesis for the
concept of a financial service organiza-
tion—namely that native Hawaiians
should be included in this measure. 1
assure you that I will seek to honor the
Commission’s recommendations.

Mr. McCAIN. Mr. President, today 1
am pleased to join as an original co-
sponsor of a bill to establish a Native
American Financial Services Organiza-
tion [NAFSO] that will provide finan-
cial incentives to increase homeowner-
ship opportunities in Indian and Alas-
ka Native communities.
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Indian housing problems have
reached crisis proportions with seri-
ously deteriorating conditions and se-
vere overcrowding. The latest U.S. Cen-
sus report indicates that 18 percent of
Indian reservation homes are over-
crowded, while the comparable data for
the Nation as a whole is 2. The short-
age of housing is made even more acute
by the deplorable condition of existing
housing in native American commu-
nities. Many Indian homes lack run-
ning water, indoor bathrooms, suffi-
cient heat, or weatherization.

To date, most of the housing con-
struction done on reservations has
been financed directly by the U.S. Gov-
ernment. But Indian housing needs
have far out-stripped the capacity of
Federal housing construction efforts.
Everyone who has looked at the prob-
lem agrees that one main reason for
the Indian housing disaster is an ab-
sence of private capital participation
in financing housing in Indian and
Alaska Native communities.

The bill I am cosponsoring today
would begin to change the Federal role
in Indian housing in ways that
strengthen and empower local tribal
governments in their efforts to in-
crease housing opportunities in their
communities. The bill would do this by
federally chartering a limited, for-prof-
it corporation to be known as the Na-
tive American Financial Services Orga-
nization [NAFSO]. NAFSO would assist
Indians and Alaska Natives to create
local financial institutions that will
attract capital investment in housing
in Indian communities. It would also
work within the existing secondary
market to increase the liquidity of
mortgages placed on housing located
on land held in trust for Indians by the
United States. If sufficient levels of
private lending are not achieved, at a
later date NAFSO could enter the sec-
ondary market itself to purchase and
sell portages.

I am particularly pleased that the
bill contains a sunset-type provision
under which the Federal charter would
cease and NAFSO would be merged into
a private corporation to permit further
growth and attract private contribu-
tions, including those of tribes with
funds to invest in Indian and native
American housing.

I look forward to a hearing on this
bill because it will provide an oppor-
tunity for the Committee on Indian Af-
fairs to evaluate this proposal to en-
sure that it is properly designed to ac-
complish its goals. While a commission
on Indian and native American housing
recommended the concepts underlying
this bill, and while many tribal govern-
ments already are on record in support
of the bill as introduced, I will ask
tribes and tribal organizations to scru-
tinize the bill and provide the com-
mittee with recommendations to im-
prove it and sharpen its focus on the
serious problems plaguing Indian hous-
ing.

I commend HUD Secretary Cisneros
for his increased support for Indian
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housing efforts, one of which is re-
flected in the Department’s develop-
ment of this NAFSO proposal, and I
look forward to working with the ad-
ministration to enact this important
legislation.

By Ms. SNOWE:

S. 437. A bill to establish a Northern
Border States-Canada Trade Council,
and for other purposes; to the Com-
mittee on Finance.

ESTABLISHMENT OF A NORTHERN BORDER
STATES COUNCIL ON UNITED STATES AND CA-
NADIAN TRADE

e Ms. SNOWE. Mr. President, today I
am introducing legislation that would
establish the Northern Border States
Council on United States-Canada
Trade. The purpose of this Council is to
oversee cross-border trade with our Na-
tion’s largest trading partner—an ac-
tion that I believe is long overdue. The
Council will serve as an early warning
system to alert State and Federal
trade officials to problems in cross-bor-
der traffic and trade. And the Council
will help the United States more effi-
ciently manage the administration of
its trade policy with Canada by apply-
ing the wealth of insight, knowledge
and expertise that resides in our north-
ern border States on this critical pol-
icy issue.

Yes, we already have the Department
of Commerce and a U.S. Trade Rep-
resentative. But the fact is that these
both are federal entities, responsible
for our larger, national U.S. trade in-
terest. Too often, they do not look
after the interests of the 12 Northern
States that share a border with Can-
ada. The Northern Border States Coun-
cil will provide State trade officials a
mechanism to share information about
cross-border traffic and trade. The
Council will then advise the Congress,
the President, the United States Trade
Representative, the Secretary of Com-
merce, and other Federal and State
trade officials on United States-Canada
trade policies, practices, and relations.

Canada is America’s largest trading
partner. Trade with Canada accounts
for approximately one-fifth of total
United States exports and Canada is
the top purchaser of U.S. exports. Can-
ada 1is also the largest supplier of
United States imports. Canada needs to
maintain close trade ties with the
United States to assure its survival.
The Canadian economy is heavily ori-
ented on exports, and most—roughly 75
percent—of that trade is directly with
the United States.

Over the last decade, Canada and the
United States have signed two major
trade agreements—the United States-
Canada Free-Trade Agreement in 1989,
and the North American Free-Trade
Agreement in 1993. Notwithstanding
these trade accords, numerous dis-
agreements have caused trade nego-
tiators to shuttle back and forth be-
tween Washington and Ottawa. Most of
the more well-known trade disputes
with Canada have dealt with agricul-
tural commodities such as durum
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wheat, peanut butter, dairy products,
and poultry products, and these dis-
putes have impacted more than just
the 12 northern border States.

But each and every day an enormous
quantity of trade and traffic crosses
the United States-Canada border.
There are literally thousands of busi-
nesses, large and small, that rely on
this cross-border traffic and trade for
their livelihood. Any disruption in that
flow of traffic and trade, whether in-
tentional or not, would have traumatic
economic consequences on hundreds of
thousands, if not millions, of people in
the 12 northern border States.

The people best qualified to monitor
that cross-border traffic and trade live
in the States along our northern bor-
der—States that share that border with
Canada. This is why it is important
that the members of this Council be
from those States.

My own State of Maine has had a
long-running dispute with Canada over
that Nation’s unfair policies in support
of its potato industry. Specifically,
Canada protects its domestic potato
growers from United States competi-
tion through a system of nontariff
trade barriers, such as setting con-
tainer size limitations and a prohibi-
tion on bulk imports from the United
States. This bulk import prohibition
effectively blocks United States potato
imports into Canada. At the same
time, Canada artificially enhances the
competitiveness of its product through
domestic subsidies for potato growers.

Another trade dispute with Canada,
specifically with the province of New
Brunswick, served as the inspiration
for this legislation. In July 1993, Cana-
dian Federal Customs Officials began
stopping Canadians returning from
Maine and collecting from them the 11-
percent New Brunswick provincial
sales tax [PST] on goods purchased in
Maine. Canadian Customs Officers had
already been collecting the Canadian
Federal sales tax all across the United
States-Canada border. The collection
of the New Brunswick PST was specifi-
cally targeted against goods purchased
in Maine—not on goods purchased in
any of the other provinces bordering
New Brunswick. The premier of New
Brunswick even admitted that his
province had no intention of trying to
collect the PST along any of its provin-
cial borders. Only along the border
with Maine.

After months of imploring the United
States Trade Representative to do
something about the imposition of the
unfair tax, Ambassador Kantor agreed
that the New Brunswick PST was a
violation of NAFTA, and that the
United States would include the PST
in the NAFTA dispute settlement proc-
ess. It has languished in that process
for almost a year because Canada and
Mexico have been stubbornly refusing
to finalize the details of the NAFTA
dispute resolution process.

Throughout the early months of the
PST dispute, we in the State of Maine
had enormous difficulty convincing our
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Federal trade officials that the PST
was in fact an international trade dis-
pute that warranted their attention ac-
tion. We had no way of knowing if the
PST was a national problem, or a local-
ized one. If a body like the Northern
State Trade Council had been in exist-
ence when the collection of the PST
began, if would have immediately
started investigating the issue to de-
termine its causes and make rec-
ommendations on how to deal with it.

In short, the Northern Border States
Council will serve as the eyes and ears
for our States that share a border with
Canada, and are vulnerable to fluctua-
tions in cross-border trade and traffic.
The Council will be a tool for Federal
and State officials to use in monitoring
their cross-border trade. It will help
ensure that national trade policy re-
garding America’s largest trading part-
ner will be developed and implemented
with an eye toward the unique burdens
and opportunities present to the north-
ern border States.

The Northern Border States Council
will be an advisory body, not a regu-
latory one. Its fundamental purpose
will be to determine the nature and
course of cross-border trade issues or
disputes, and to recommend how to re-
solve them.

The duties and responsibilities of the
Council will include, but are not lim-
ited to, providing advice and policy
recommendations on such matters as
taxation and the regulation of cross-
border wholesale and retail trade in
goods and services; taxation, regula-
tion and subsidization of food, agricul-
tural, energy, and forest-products com-
modities; and the potential for Federal,
State, and Canadian provincial laws
and regulations—including customs
and immigrations regulations—to act
as nontariff barriers to trade.

As an advisory body, the Council will
review and comment on all Federal
and/or State reports, studies, and prac-
tices concerning United States-Canada
trade, with particular emphasis on all
reports from the dispute settlement
panel established under the North
American Free Trade Agreement.
These Council reviews will be con-
ducted upon the request of the U.S
Trade Representative, the Secretary of
Commerce, any Member of Congress
from a Council State, and the Governor
of a Council State.

If the Council determines that the or-
igin of a cross-border trade dispute re-
sides with Canada, the Council must
determine, to the best of its ability, if
the source of the dispute is the Cana-
dian Federal Government or a Cana-
dian provincial government.

My goal is not to create another Fed-
eral trade bureaucracy. The Council
will be made up of individuals nomi-
nated by the Governors and approved
by the Secretary of Commerce. Each
Northern border State will have two
members on the Council. The Council
members will be unpaid, and serve a 2-
year term.

The Northern Border States Council
on United States-Canada Trade will
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not solve all of our trade problems with
Canada. But it will ensure that the
voices and views of our northern border
States are heard in Washington by our
Federal trade officials. For too long
their voices were ignored, and the
northern border States have had to suf-
fer severe economic consequences at
times because of it. This legislation
will restore our northern border States
to their rightful position as full part-
ners in administering and managing
corss-border trade and traffic with
America’s largest trading partner.

I urge my colleagues to join me in
supporting this important legislation.e

By Ms. SNOWE:

S. 438. A bill to reform criminal laws,
and for other purposes; to the Com-
mittee on the Judiciary.

LEGISLATION TO STRENGTHEN AMERICA’S ANTI-
CRIME LAWS
® Ms. SNOWE. Mr. President, today I
am introducing legislation to address
the serious problem of crime in Amer-
ica, while offering stronger protection
to the victims of crime. My legislation
will propose mandatory minimum sen-
tences for criminals who use a firearm
while committing violent State crimes;
require truth-in-sentencing provisions
so that criminals complete at least 85
percent of their sentences; eliminate
prison luxuries that coddle prisoners,
and require courts to order restitution
for the victims of crimes.

Many of these proposals—which are
designed to strengthen the crime pack-
age passed by Congress last year—are
not new. Some have already won pas-
sage in the Senate as part of the Sen-
ate-passed crime bill. But they are im-
portant proposals—and it is important
for our citizens and especially for our
children—that we include these plans
to get tough on crime.

When 23 million households will suf-
fer from crimes this year, it is no won-
der that crime is the number one con-
cern of most Americans, whether in a
relatively safe State like Maine, or
here in the District of Columbia. As
Americans scan the front page of the
newspapers every morning, word of
crimes right in our own neighborhoods
catches our eye, puts us on guard—and
keeps the American people on edge. We
have been raised in a humane and ad-
vanced nation—and our citizens place a
premium on safety, security. For too
many Americans, the home is no
longer a castle. Too many Americans
must lock up their homes like a for-
tress, and walk through our streets
with fear because of the scourge of vio-
lent crime.

Indeed, Americans no longer feel safe
in their own neighborhoods. In the 35
yvears since 1960, the population of the
United States has increased by 44 per-
cent. Over that same time, violent
crime in America has increased by
more than 500 percent. Our Nation has
lost its edge in law enforcement and in
humane social efforts that meet the
root causes of crime. Indeed, according
to a recent study published in Business
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Week, crime bears an enormous cost:
The total direct and indirect cost of
crime in America is a staggering $425
billion.

Sadly, crime does not discriminate
across regional or social boundaries.
Crime reaches to us all—and exacts a
devastating personal toll on its victims
and their families and loved ones. Few
among us have escaped the devastating
impact of crime. Every day, 14 Ameri-
cans are murdered, 48 are raped, and
578 are robbed. In our lifetimes, one-
third of all Americans will be robbed.
Three-fourths will be assaulted.

In the course of the average day in
America, there is a murder every 21
minutes. Rape is committed once every
5 minutes. Robberies occur every 46
seconds. Burglaries occur every 10 sec-
onds. Imagine: A boy born in 1978
stands a greater chance of being mur-
dered in the United States than one of
our brave soldiers in World War II
stood of dying in combat.

Last year, Congress passed the Presi-
dent’s crime bill—a package that took
steps to punish violent criminals and
keep them off the streets, and to ad-
dress the root problems of crime. Un-
fortunately, however, the President’s
bill stopped short of proposals that I
believe will give our Nation’s
anticrime laws teeth.

My legislation includes tough provi-
sions to provide mandatory minimum
sentences for violent State crimes, or
State drug trafficking crimes involving
the use or possession of a firearm.
Clearly, we must crack down on the
violent offenders who have been proven
responsible for the vast majority of
crimes.

Studies by the criminologist Marvin
Wolfgang show that just 7 percent of
each age group was responsible for two-
thirds of all violent crime, including
three-fourths of all rapes and rob-
beries—and virtually every murder. Ac-
cording to Mr. Wolfgang’s study—con-
ducted in Philadelphia over a 13-year
period—this 7 percent of the population
had five or more arrests by the age of
18. For every arrest, each individual
had gotten away with another dozen
crimes.

Indeed, it is estimated that last year,
more than 1,100 convicted murderers
did not go to prison; more than 6,900
convicted rapists did not go to prison;
more than 37,000 individuals convicted
of aggravated assault did not go to
prison.

My proposal will impose tough man-
datory minimum sentences on violent
criminals. For first-time offenders, we
will direct the courts to impose sen-
tences of 10 years for those who possess
a firearm; 20 years if they discharge
that firearm with the intent to harm
another person; and 30 years for posses-
sion of a machine gun or other weapon
equipped with a firearm silencer or
muffler.

Too often, however, even a tough
first sentence is not enough to stop the
endless cycle of crime. More than 40
percent of murderers released from
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State prisons are re-arrested for a fel-
ony or serious misdemeanor within 3
years—more than 20 percent for an-
other violent crime. Of the 50,000 vio-
lent criminals who are put on proba-
tion this year, more than 9,000 will not
learn their lesson. They will be re-ar-
rested in the same State within 3 years
for another violent crime. An aston-
ishing 10 percent of America’s jail pop-
ulation—39,000 people in 1989—com-
mitted their current crime while out
on parole.

So for second-time offenders, we will
make our mandatory minimum sen-
tences tougher; 20 years for possession
of a firearm, 30 years for discharge of a
firearm with the intent to injure an-
other person, and life in prison for pos-
session of a machine gun.

And for a third offense? Three strikes
and they’re out—for life imprisonment
for any violent offender.

My provisions for mandatory min-
imum sentences will prohibit States
from offering probation or suspended
sentences, and we will direct the courts
that sentences cannot run concur-
rently. This legislation also provides
for Good Samaritans or for citizens
who act in self-defense: the provision
will not apply to those acting in de-
fense of person or property during the
course of a crime committed by an-
other person.

Criminals have also learned, over
times, that the odds in sentencing are
in their favor. For every 100 violent
crimes reported, only 4 criminals go to
prison. The risk of punishment for a se-
rious criminal offense has declined by
two-thirds since 1950, while the annual
number of serious crimes is seven
times greater than it was then. This
fact is not lost on criminals, who know
that if they scoff at the criminal jus-
tice system—and hire a good lawyer—
they can go free in little, if any time.
Even when criminals are convicted and
sent to prison after appeals, they know
that the average violent offender—who
in 1990 received a sentence of 7.8
years—will serve just over 3 years in
jail.

To make sure that convicted crimi-
nals serve their time, my legislation
will enact truth-in-sentencing provi-
sions. In order to be eligible for prison
funding under the 1994 crime bill, this
legislation will require that States
change their laws to require violent of-
fenders to serve a minimum of 85 per-
cent of their required sentence.

Prison is not meant to be a pleasant
experience: it is meant, instead, to
serve as both a deterrent to crime and
to rehabilitate criminals so that they
can again become productive members
of society. Too often, however, our
criminal justice system has coddled
prisoners with luxury items that even
hard-working Americans can not af-
ford. Indeed, our Federal prison system
has earned the nickname ‘“‘Club Fed”
because of its luxury. I believe our Fed-
eral prison system must instead ad-
dress the root causes of crime as it re-
habilitates prisoners. We should elimi-
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nate the luxuries in our prisons from
expansive weight lifting equipment to
X-rated movies, cable television, com-
puter, even miniature golf.

Instead, we should require every
able-bodied prisoner to work, and begin
to return to society part of what the
prisoner has taken. My legislation will
give the Attorney General 120 days to
implement and enforce regulations
mandating prison work for able-bodied
inmates in Federal penal and correc-
tional institutions.

In addition to these provisions that
get tough on criminals and make our
tough sentences stick, my legislation
includes provisions to require increased
fairness—and awareness—of the vic-
tims of crimes. For the 5 million people
each year who are victims of violent
crimes—such as rape, murder, robbery
or assault—these provisions will pro-
vide increased security and peace of
mind. While criminals can pursue one
legal remedy after another, victims of
crimes quickly exhaust their options
and are frequently forced to quietly
bear the brunt of the crime, alone, and
without restitution.

Victim restitution presently can be
ordered by courts, at the discretion of
the court. My legislation will require
courts to order restitution, and extends
to the victims of crimes the same sort
of safeguards that we extended to
women in the Violence Against Women
Act, which I cosponsored in the House.

This legislation will state that vic-
tims should be reimbursed for all nec-
essary expenses related to the inves-
tigation and prosecution of crime,
whether child care, transportation or
other expenses. No longer will the eco-
nomic cost of prosecution serve as a de-
terrent that could keep victims from
vigorously pursuing justice.

This legislation also will require re-
imbursement to the victim for medical
services resulting from physical, psy-
chiatric or psychological care, physical
and occupational therapy costs due to
rehabilitation, and all other losses suf-
fered by the victim because of the
crime. I believe that these provisions
provide basic fairness for the victims of
crime, and begin to balance our crimi-
nal justice system again by keeping in
mind the needs of crime victims.

Mr. President, the people of Maine
and America have a right to be person-
ally secure, free from the fear of vio-
lent crime. My legislation combines
positive steps that punish criminals
and keep them off the streets, and to
meet the often-overlooked needs of the
victims of crime. This is legislation
that is overdue, and will improve our
nation’s crime-fighting efforts.

I urge my colleagues to join me in
supporting this legislation.e

By Mr. THOMAS (for himself, Mr.
LOTT, Mr. SIMPSON, Mr. INHOFE,
Mr. CoATS, Mr. MURKOWSKI, and

Mr. COCHRAN):
S. 439. A bill to direct the Director of
the Office of Management and Budget
to establish commissions to review reg-
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ulations issued by certain Federal de-
partments and agencies, and for other
purposes; to the Committee on Govern-
mental Affairs.
REGULATORY REFORM COMMISSION ACT

e Mr. THOMAS. Mr. President, it is
well known that Federal regulations
stifle economic growth. The cost of
complying with Federal regulations
alone is estimated to be between $300
and $500 billion per year—$4,000 to
$6,000 for every working man and
woman in America. The private sector
spends 6.6 billion hours year complying
with Federal paperwork requirements.
The number of pages in the Federal
Register last year was 45 percent high-
er than the number in 1986—without
the Clinton health care bill going any-
where.

These excessive and misguided man-
dates impose enormous economic costs
that limit economic growth and job
creation. Small and medium-sized busi-
nesses—which are the businesses in my
State of Wyoming—are disproportion-
ately hurt by overregulation because
they have fewer resources to allocate
for compliance.

Mr. President, the 1994 elections were
about change. The American people
want less government in their lives.
They don’t want OSHA inspectors
breathing down their necks, they don’t
want to pay for unnecessary EPA man-
dated facilities and they don’t want
Washington bureaucrats telling them
how to live their lives.

That is why I am introducing the
Regulatory Reform Commissions Act.
This measure is designed to look back,
review, and reduce existing regula-
tions. My legislation would establish
three bipartisan Regulatory Review
Commissions, one for each selected
Federal department or agency. Ini-
tially, I have selected the Departments
of Interior, Labor, and the Environ-
mental Protection Agency [EPA]. Over
a 2-year period, the commissions will
examine all regulations within the se-
lected Federal department or agency
and determine if the regulations are
justified and report all appropriate
changes to Congress, the department,
and the Director of the Office of Man-
agement and Budget [OMB]. The com-
missions will examine the depart-
ment’s or agency’s rules based on the
following criteria: Whether the regula-
tions are within the scope of authority
of the statutes under which the regula-
tions were issued; whether the regula-
tions are consistent with the original
intent of Congress; whether the regula-
tions are based on cost/benefit anal-
ysis; and whether the regulations are
subject to judicial review.

There have been several different
proposals, which I support, to prevent
new onerous regulations. This legisla-
tion is a perfect fit with those efforts,
because it reviews the rules already on
the books.

I urge my colleagues to join me in
the effort against overregulation.e

By Mr. WARNER (for himself,
Mr. CHAFEE, Mr. BAUcCUS, Mr.
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MOYNIHAN, Mr. BOND, Mr. FAIR-

CLOTH, Mr. KEMPTHORNE, Mr.
LAUTENBERG, Mr. LIEBERMAN,
Mr. INHOFE, Mr. REID, Mr.

SMITH, Mr. LUGAR, Mrs. BOXER,
Mr. GRAHAM, and Mr. PELL):

S. 440. A bill to amend title 23,
United States Code, to provide for the
designation of the National Highway
System, and for other purposes; to the
Committee on Environment and Public
Works.

THE NATIONAL HIGHWAY SYSTEM DESIGNATION
ACT OF 1995

e Mr. WARNER. Mr. President, I am

pleased to be joined today by Chairman

CHAFEE, Senator BAUCUS, Senator LAU-

TENBERG, Senator BOND, and others.

We are here today to provide assur-
ances to the States, to commercial ac-
tivities dependent on a viable transpor-
tation system, and to the motoring
public that the Congress will enact the
National Highway System legislation
this year.

The legislation I am introducing to
designate the National Highway Sys-
tem is sponsored by 14 of my col-
leagues.

The National Highway System is the
cornerstone of the 1991 ISTEA statute
which preserves a Federal role in a core
surface transportation network.

As we come to the completion of the
Eisenhower Interstate System, the
NHS is the next generation of Federal
focus to meet transportation chal-
lenges into the 21st century.

This system of 159,000 miles—al-
though only a small fraction of high-
ways in this country—consists of the
44,000-mile Interstate System and other
primary routes.

Today, we affirm that Federal re-
sponsibility by ensuring a consistency
of road engineering and safety among
the States to provide for the free flow
of commerce and to efficiently move
people.

Ideally, Congress has only to approve
the map which is the product of a joint
effort between the Department of
Transportation and our States. But,
pragmatically, we all know that this
legislation will be the 18-wheeler that
will carry other issues.

We must not, however, be detoured
from our mission.

Without passage of this bill, we know
that our States will be crippled by the
sanction of a loss of $6 billion until
Congress does its job.

The NHS also will allow States to
benefit from the flexibility and inter-
modalism which is the hallmark of
ISTEA.

For the first time, States will focus
their investments on connecting our
rail, air, commercial water ports, and
highways so that performance of the
entire system can be maximized.

The NHS also provides an oppor-
tunity for States to target their future
investments on these routes which
carry high volumes of commuter traf-
fic and commercial truck traffic.

Improving the safety of the motoring
public must remain a Federal priority.
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Routes on the NHS must be among
the first to benefit from the applica-
tion of new and emerging technologies
to improve safety and reduce conges-
tion.

In Virginia, the twin problems of
congestion and safety in major urban/
suburban areas have been the focus of
our transportation policies for some
time.

We only need to look at Sunday’s
Washington Post to remind us of the
dangers of driving on the Capital Belt-
way.

Again this morning, our commuters
and commerce suffered extensive
delays on the Capital Beltway when a
tractor-trailer accident at the Cabin
John Bridge closed a large segment of
the beltway for hours.

As a result of this gridlock, com-
muters cannot get to work and inter-
state commerce is delayed. That trans-
lates into reduced productivity and
wasted resources for all Americans.

The legislation we are introducing
today also includes modest provisions
to provide uniformity and flexibility to
States as they continue to implement
ISTEA.

As States enter the fourth year of
ISTEA and we have sufficient informa-
tion and experience to support these
modifications.

As we move this legislation forward,
my focus will be to reduce mandates on
our States, without jeopardizing the
safety of the traveling public, and to
increase flexibility for States to allo-
cate funds to meet their own needs.

Mr. President, I ask unanimous con-
sent that additional material be print-
ed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

NATIONAL HIGHWAY SYSTEM DESIGNATION ACT
OF 1995—SECTION BY SECTION ANALYSIS

Sec. 1: Short Title.

Sec. 2:

Section 2 approves the most recent Na-
tional Highway System submitted to Con-
gress by the Secretary of Transportation.
The section also specifies the procedure for
future changes and modifications to the NHS
after Congress has adopted the initial sys-
tem. At the request of a State, the Secretary
may add a new route segment to the NHS or
delete an existing route segment and any
connection to the route segment, as long as
the segment or connection is within the ju-
risdiction of the requesting State and the
total mileage of the NHS (including any
route segment or connection proposed to be
added) does not exceed 165,000 miles.

If a State requests a modification to the
NHS as adopted by Congress, the State must
establish that each change in a route seg-
ment or connection has been identified by
the State in cooperation with local officials.
This cooperative process between the State
and local officials will be carried out under
the existing transportation planning activi-
ties for metropolitan areas and the statewide
planning processes established under ISTEA.

Congress will not approve or disapprove
any subsequent modifications made to the
NHS. The cooperative planning process be-
tween State and local officials, along with
the approval of the Secretary, is the appro-
priate forum for considering modifications
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to the NHS following enactment of this leg-
islation.

Sec. 3:

Section 3 amends section 103(i) of title 23
to permit States to use National Highway
System and Congestion Mitigation and Air
Quality funds for operational expenses of In-
telligent Vehicle Highways System (IVHS)
projects for an unlimited period of time
rather than the two years currently stipu-
lated.

Sec. 4:

Section 4 amends section 104 of title 23 to
permit a State to transfer 60 percent of its
bridge apportionments to its National High-
way System or Surface Transportation Pro-
gram categories.

Sec. 5:

Section 5 amends section 129(a)(5) of title
23 to provide that the Federal share for par-
ticipation in toll highways, bridges, and tun-
nels shall be a percentage as determined by
the State but not to exceed 80 percent. De-
pending on the facility, the federal share
currently ranges from 50 to 80 percent.

Sec. 6:

Section 6 amends 217(f) of title 23 to permit
states to apply the federal lands sliding scale
match to bicycle and pedestrian projects.

Sec. T:

Section 7 amends section 323 of title 23 to
allow private funds, materials and services
to be donated to an activity eligible under
title 23 and permits a state to apply 100 per-
cent of such donated funds, materials or
services to the State’s matching share under
title 23.

Sec. 8:

Section 8 states that notwithstanding any
requirements of the Metric Conversion Act
of 1975, no state is required to erect signs
which establish speed limits, distance or
other measurements using the metric sys-
tem. If a state chooses to use its federal-aid
highway funds for such a purpose, it may do
S0.

Sec. 9:

Section 9 requires states to receive U.S.
Department of Transportation approval for
Intelligent Vehicle Highway System (IVHS)
projects within two years of receiving funds
for this purpose. If after two years the Sec-
retary has not approved a plan, the DOT may
redirect unobligated funds to another IVHS
project. Prior to such redirection, the Sec-
retary shall notify the intended recipient
that they are in danger of losing their
funds.e
e Mr. CHAFEE. Mr. President, I am
pleased to join Senator WARNER in in-
troducing legislation today that will
approve the designation of the Na-
tional Highway System.

As my colleagues will remember, the
Environment and Public Works Com-
mittee fashioned what I believe is a
landmark surface transportation bill
now known as the Intermodal Surface
Transportation Efficiency Act of 1991
or ISTEA. The purpose of this surface
transportation law is to provide mobil-
ity for all our citizens, to enable our
country to be competitive internation-
ally, to promote economic develop-
ment, and to provide transportation fa-
cilities that are sensitive to the envi-
ronment and the communities they
pass through.

The National Highway System, es-
tablished by the surface transportation
law, is an important part of our coun-
try’s National Transportation System.

The National Highway System,
which includes the Interstate System
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represents 4 percent of the highway
system but carries 40 percent of the
Nation’s highway travel. Even more
importantly, it connects intermodal
and strategic facilities including our
ports, airports, train stations, and
military bases.

The U.S. Department of Transpor-
tation worked with the States and
local governments to develop the Na-
tional Highway System. In December
of 1993 the Department transmitted the
proposed System to Congress. Congress
must approve the National Highway
System by September 30 of this year,
or States will not receive over $6 bil-
lion in highway funds.

The NHS legislation we are intro-
ducing today maintains the important
principles that ISTEA established for
the National Highway System.

First, it maintains the flexibility of
the NHS so that the System can
change as our transportation needs
change. The legislation enables States,
in consultation with local officials, and
the Secretary of Transportation to add
to and delete routes from the System.

Second, the amount of funding a
State receives for the NHS program is
not tied to the number of miles it has
on the NHS System. There is no incen-
tive to pad the System with a lot of
miles in hopes of receiving more of the
Federal money.

And third, the NHS funds retain their
flexibility. States continue to have the
ability to transfer NHS funds to other
categories to target their highest pri-
ority needs.

In addition to the approval of the Na-
tional Highway System, the legislation
we are introducing today includes sev-
eral other provisions that are in keep-
ing with the principles of ISTEA to
provide flexibility wherever possible.

Stability is very important in the
Federal-aid highway program. States
need the assurance of long-term fund-
ing to efficiently manage their trans-
portation programs. As the NHS legis-
lation makes its way through Congress
this year, there may be a temptation
to reopen the surface transportation
law and debate items that are con-
troversial. To disrupt this program and
make significant changes in midstream
will damage the transportation pro-
gram. If we are to meet the September
30 deadline for approval of the National
Highway System, contentious issues
must be postponed until ISTEA is reau-
thorized in 1997.

I am pleased to join my colleagues in
introducing the National Highway Sys-
tem bill and will work with them for
its early approval.e

By Mr. MCCAIN:

S. 441. A Dbill to reauthorize appro-
priations for certain programs under
the Indian Child Protection and Fam-
ily Violence Prevention Act, and for
other purposes; to the Committee on
Indian Affairs.

THE INDIAN CHILD PROTECTION AND FAMILY

VIOLENCE PROTECTION ACT
e Mr. MCCAIN. Mr. President, today 1
am introducing a bill to reauthorize
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Public Law 101-630, the Indian Child
Protection and Family Violence Pre-
vention Act. This bill will provide a 2-
year reauthorization of appropriations
pursuant to sections 409, 410, and 411 of
the act. These sections are critical to
Indian tribal governments in pre-
venting and treating incidents of child
abuse and family violence at the local
level. Specifically, section 409 requires
the Indian Health Service [IHS] and
the Bureau of Indian Affairs [BIA] to
cooperatively establish an Indian Child
Abuse Treatment Grant Program, sec-
tion 410 requires the BIA to establish
Indian child resource and family serv-
ices centers to provide technical assist-
ance, training, and to develop policies
and procedures on child abuse for In-
dian tribes, and section 411 requires the
BIA to establish an Indian Child Pro-
tection and Family Violence Preven-
tion Program.

Mr. President, the Indian Child Pro-
tection and Family Violence Preven-
tion Act was enacted into law on No-
vember 28, 1990 to address concerns
raised by the findings of the Senate Se-
lect Committee on Indian Affairs and
the Special Committee on Investiga-
tions. What these committees found
through public hearings was that In-
dian country was literally a safe haven
for child abuse perpetrators to prey
upon Indian children. I’'m sure that
many of my colleagues in the Congress
will recall the notorious cases of mul-
tiple child sexual abuse that rose with-
in the Hopi, Navajo, and Cherokee In-
dian reservations. These crimes were
perpetrated over the course of many
years, and in some cases, the crimes
were perpetrated upon generations of
families. The Federal investigation and
prosecution of these crimes provided
insight into the purposeful plan of the
perpetrators in committing their
crimes in Indian communities. Child
abuse perpetrators were aware that the
conditions of detecting, reporting, in-
vestigating, and preventing crimes
upon children were in such a sorry
state that there crimes would rarely be
detected. As a result, hundreds of In-
dian children, their families, and com-
munities needlessly suffered.

Both the Special Committee on In-
vestigations and the Committee on In-
dian Affairs held numerous hours of
testimony in which both tribal and
Federal witnesses testified about the
serious deficiencies in the Federal Gov-
ernments efforts to assist tribal gov-
ernments in preventing and treating
child abuse and family violence. The
hearings disclosed that the BIA’s fail-
ure to implement effective background
checks on potential employees having
contact with children resulted in neg-
ligent hiring practices, and child abuse
reporting procedures deterred employ-
ees from reporting suspected child
abuse. Tribal witnesses testified that
law enforcement and social services
lacked coordinated approaches to ad-
dress child victimization. As a result,
victims were often further traumatized
by repeated interviews by physicians,
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social workers, investigators, and pros-
ecutors. The hearings also revealed
that due to scare resources, tribal so-
cial workers and mental health profes-
sional experienced case loads exceeding
national standards. It also became very
clear that both the IHS and the BIA
lacked the professional experience nec-
essary to treat incidents of child sexual
abuse.

The Indian Child Protection and
Family Violence Prevention Act was
intended to give the Federal Govern-
ment an opportunity to meet it’s re-
sponsibility to Indian children and
families by establishing policies and
programs which would prevent the
tragedies of child abuse and family vio-
lence. To accomplish the goals of the
act, appropriations were authorized per
fiscal year from 1990 through 1995 to es-
tablish prevention and treatment pro-
grams within the BIA and IHS. The act
also authorize the BIA and IHS to as-
sist tribes in establishing on-reserva-
tion child abuse prevention and treat-
ment programs. The act also created
mandatory Federal child abuse report-
ing and prescribed a process by which
child abuse allegations would be han-
dled to prevent further trauma to a
victim.

Mr. President, the implementation of
this act has had positive results in In-
dian country. Indian tribal govern-
ments have initiated local public edu-
cation programs on the prevention and
detection of child abuse and domestic
violence. However, these local efforts
have been so successful that reports of
child abuse and domestic violence inci-
dents have increased substantially.
Therefore, the need for funding for
treatment of these victims has also
substantially increased. Last Congress,
the Committee on Indian Affairs re-
ceived testimony from tribal govern-
ments which documented these needs,
and which called for more vigorous im-
plementation of the act by the Federal
agencies.

Finally, I believe that the possible
benefits of the act have not been fully
realized. Neither the BIA nor the IHS
have successfully requested or received
appropriations to fully implement the
programs that are so critical to the
protection of vulnerable Indian chil-
dren and families. As a result, Indian
tribal governments that are in des-
perate need of these services have had
to rely on special appropriations and
congressional earmarks to fund their
efforts. Those tribes that are unable to
obtain earmarks must struggle to pro-
vide child abuse and family violence
prevention and treatment services
using existing resources and piecemeal
grants.

Mr. President, I strongly believe that
extending the authorization of appro-
priations for the Indian Child Protec-
tion and Family Violence prevention
act will enable the Federal agencies
and Indian tribal governments the op-
portunity to continue and enhance the
work that has begun on behalf of In-
dian children and families.
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Mr. President, I ask unanimous con-
sent that the full text of the bill be
printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 441

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

SECTION 1. REAUTHORIZATION OF PROGRAMS.

Sections 409(e), 410(h), and 411(i) of the In-
dian Child Protection and Family Violence
prevention Act (25 U.S.C. 3208(e), 3209(h), and
3210(i), respectively) are each amended by
striking ‘‘and 1995 and inserting ‘1995, 1996,
and 1997”.e

By Ms. SNOWE (for herself and
Mr. DOLE):

S. 442. A Dbill to improve and

strengthen the child support collection
system, and for other purposes; to the
Committee on Finance.
THE CHILD SUPPORT RESPONSIBILITY ACT OF 1995
e Ms. SNOWE. Mr. President, I am
pleased to introduce, on behalf of my-
self and Senator DOLE, the Child Sup-
port Responsibility Act of 1995.

This bill improves upon existing
child support enforcement mechanisms
and establishes new enforcement sys-
tems where none currently are in
place. Furthermore, it recognizes that
the issue of child support enforcement
goes far beyond parochial interests or
state lines, that as a national problem
for our children and their families,
child support enforcement merits a na-
tional solution.

When two people, whether married or
not, have a baby, they incur an obliga-
tion to provide for and care for their
child. When parents live apart, the par-
ent not living with, and providing day-
to-day care for, the parent is expected
to provide financial assistance for the
child.

Consider the facts: millions of Amer-
ican single parents and children con-
tinue to suffer from the consequences
of a parent who financially and emo-
tionally abandons them. For mothers
who have obtained a child support
order—and more than 40 percent have
not—only half of those actually receive
what is owed—the other half receives
partial payments or nothing. Never-
married single parents have a particu-
larly difficult time obtaining child sup-
port—1990 census data indicates that of
all never-married custodial mothers, 75
percent did not have child support or-
ders and more than 50 percent had
household incomes below the poverty
line. These statistics add up to signifi-
cant economic and emotional burdens
for single parents and their dependent
children.

The Child Support Enforcement Pro-
gram was first created in 1975 and sig-
nificantly modified in 1984 and 1988.
The program’s purpose is to strengthen
existing State and local efforts to lo-
cate noncustodial parents, to establish
paternity for them, to obtain child sup-
port orders and collect child support
payments. My proposed legislation, a
companion to the House bill introduced
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by Congresswomen JOHNSON and ROU-
KEMA, would assist the Child Support
Enforcement Program with each of
these goals.

To strengthen efforts to locate par-
ents, it expands the Federal parent lo-
cator system and provides for State-to-
State access of the network. To in-
crease paternity establishment, the
bill simplifies paternity procedures, fa-
cilitates voluntary acknowledgment,
and encourages outreach. To facilitate
the setting of effective child support
orders, it calls for the establishment of
a National Child Support Guidelines
Commission to develop a national child
support guideline for consideration by
Congress, and provides for a simplified
process for review and adjustment of
child support orders. And to facilitate
child support enforcement and collec-
tion, the bill expands the penalties for
child support delinquency to include
the denial of professional, recreational,
and driver’s license to deadbeat par-
ents, the imposition of liens on real
property, and the automatic reporting
of delinquency to credit unions. It also
grants families who are owed child sup-
port the right of first access to an IRS
refund credited to a deadbeat dad and
permits the denial of a passport for in-
dividuals who are more than $5,000 or 24
months in arrears.

Other provisions include developing a
national registry of child support or-
ders, developing centralized State reg-
istries, and requiring States to adopt
the Uniform Interstate Family Support
Act, as approved by the National Con-
ference of Commissioners on Uniform
State Laws in August 1992.

Through the enactment of this child
support legislation I would like to
begin to ease, and eventually lift, the
economic and emotional burdens
caused by delinquent child support
payments. Noncustodial parents must
begin to accept and bear responsibility
for their children, who will reap the
support they so justly deserve and des-
perately need.e

By Mr. MURKOWSKI (for himself
and Mr. STEVENS):

S. 444. A Dbill to amend the Alaska
Native Claims Settlement Act to pro-
vide for the purchase of common stock
of Cook Inlet region, and for other pur-
poses; to the Committee on Energy and
Natural Resources.

THE ALASKA NATIVE CLAIMS ACT AMENDMENT
ACT OF 1995

e Mr. MURKOWSKI. Mr. President, I
am pleased to introduce a bill to
amend the Alaska Native Claims Act of
1971 at the request of Cook Inlet Re-
gion, Inc. [CIRI] to allow CIRI to pur-
chase stock from their shareholders
and retire the stock.

Congress enacted the Alaska Native
Claims Settlement Act [ANCSA] in 1971
to address claims to lands in Alaska by
the Eskimo, Indian, and Aleut Native
people. Lands and other benefits trans-
ferred to Alaska Natives under the act
were conveyed to corporations formed
under this act. CIRI is one of the cor-
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porations formed under ANCSA and
has approximately 6,262 Alaska Natives
enrolled, each of whom were issued 100
shares of stock in CIRI, as required
under ANCSA.

ANCSA stock, unlike most corporate
stock, cannot be sold, transferred, or
pledged by the owners of the shares.
Rather, transfers can only happen
through inheritance, or in limited case,
by court decree.

To date, no Native corporation has
sought to lift the restriction. For the
most part, this is because Native share-
holders continue to value Native own-
ership of the corporations and Native
control of the lands and other assets
held by them. These shareholders,
whose numbers consistently register at
the 70- 80-percent level, see economic
benefits in the continuation of Native
ownership, and also value the impor-
tant cultural goals, values, and activi-
ties of their ANCSA corporation. How-
ever, a minority of shareholders favor
assessing some or all of the value of
their CIRI stock through the sale of
that stock. These shareholders include,
but are not limited to, elderly share-
holders who have real current need yet
doubt that sale of stock will be avail-
able to them in their lifetime; holder of
small, fractional shares received
through one or more cycles of inherit-
ance; non-Natives who have acquired
stock through inheritance but without
attendant voting privileges; and share-
holders who have few ties to the cor-
poration or to Alaska, 25 percent of
CIRI shareholders live outside of Alas-
ka.

Under current law, these two legiti-
mate but conflicting concerns cannot
be addressed, because lifting restric-
tions on the sale of stock in an all or
nothing proposition. In order to allow
the minority of shareholders to exer-
cise their desire to sell some or all of
their stock, the majority of share-
holders would have to sacrifice their
important desire to maintain Native
control and ownership of CIRI.

CIRI believes this conflict will even-
tually leave the interests of the major-
ity of its shareholders vulnerable to po-
litical instability. In addition, CIRI
recognizes that responding to the de-
sire of those shareholders who wish to
sell CIRI stock is a legitimate cor-
porate responsibility. CIRI believes
there is a way to address the needs and
desires of both groups of shareholders,
those who wish to sell stock and those
who desire to maintain their Native
ownership. The method embodied in
this legislation is one that other com-
panies routinely use, buying back of its
own stock. The acquired stock would
then be retired.

Mr. President, I have discussed this
bill at length with CIRI and I am con-
vinced this is the best solution. This
bill is identical to one that passed the
House, and was approved by the Senate
Energy Committee last session, and I
look forward to its passage.®
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By Mr. D’ AMATO (for himself,
Mr. MACK, Mr. BENNETT, Mr.
FAIRCLOTH, and Mr. BRYAN):

S. 445. A Dbill to expand credit avail-
ability by lifting the growth cap on
limited service financial institutions,
and for other purposes; to the Com-
mittee on Banking, Housing, and
Urban Affairs.

THE LIMITED-PURPOSE BANK GROWTH CAP

RELIEF ACT
e Mr. D’AMATO. Mr. President, I am
today introducing the Limited-Purpose
Bank Growth Cap Relief Act with Sen-
ators MACK, BENNETT, FAIRCLOTH, and
BRYAN as cosponsors.

Mr. President, this bill would lift the
T-percent cap on the annual asset
growth of limited-purpose banks. This
growth cap, which was imposed tem-
porary under the 1987 Competitive
Equality Banking Act [CEBA], imposes
an arbitrary and unnecessary regu-
latory burden. The removal of this cap
would enhance the ability of limited-
purpose banks to serve their cus-
tomers, increase the availability of
credit, and allow such banks to main-
tain assets on their balance sheets.

By way of background, the ownership
of limited-purpose banks by certain
non-banking holding companies was
protected by a grandfather provision in
CEBA. A grandfathered non-bank hold-
ing company was permitted to main-
tain its ownership of limited-purpose
bank if the bank, first, did not both ac-
cept demand deposits and engage in
commercial lending; second, limited its
cross-marketing of financial services
with affiliates; third, did not partici-
pate in activities in which the bank did
not already engage prior to the passage
of CEBA; fourth, did not provide day-
light overdrafts to affiliates; and fifth,
limited its annual asset growth to 7
percent. Except for these restrictions,
limited-purpose banks were subjected
to the same capital requirements, regu-
latory supervision, community rein-
vestment obligations, consumer pro-
tection laws and banking laws as full-
service banks.

Mr. President, Congress intended
these CEBA restrictions on limited-
purpose banks to be only a temporary
measure coexistent with the morato-
rium on the ability of the bank regu-
lators to permit banks to engage in ad-
ditional securities, insurance and real
estate activities. The legislative his-
tory is clear that these restrictions
would be reconsidered as part of com-
prehensive banking legislation. The
overall purpose of CEBA was merely to
preserve the opportunity for Con-
gress—not the regulators or the
courts—to define more precisely regu-
latory supervision over financial serv-
ice institutions and competition among
financial service providers.

Mr. President, Congress has not en-
acted comprehensive banking legisla-
tion, although I am hopeful this impor-
tant national policy objective can be
accomplished in this Congress with the
enactment of S. 337, the Depository In-
stitution Affiliation Act of 1995, which
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I introduced on February 2. Despite the
significant changes in the laws and reg-
ulation governing the financial serv-
ices industry over the past 8 years that
have enhanced the diversification op-
portunities of banks, securities firms,
insurance companies and other finan-
cial providers, the temporary and arbi-
trary restrictions CEBA imposed on
limited purpose banks remain in place.
The number of limited-purpose banks
has sharply dropped from nearly 160 to
only 23. And the remaining institutions
are forced to labor under severe restric-
tions that cannot be justified from a
regulatory, public policy, or competi-
tive standpoint.

Mr. President, limited service banks
have been frozen in time. Congress has
enacted numerous laws to render full-
service banks more competitive, effi-
cient and financially strong. The
growth cap is no longer necessary from
a regulatory perspective. In 1989 and
1991, Congress enacted legislation to in-
crease the ability of regulators to en-
sure that all banks are run in a safe
and sound manner, including the au-
thority to freeze bank asset growth if
capital levels decline significantly.
And the restriction is not necessary
from a competitive standpoint. The
103d Congress enacted interstate bank-
ing legislation. Finally, bank regu-
lators and the courts continue to ap-
prove a growing list of securities, in-
surance, and other financial services
activities for banks.

Mr. President, only a small category
of specialized and limited purpose
banks remain subject to onerous limi-
tations on their growth, activities,
products, and customer relationships.
This situation is both unfair and un-
necessary.

Mr. President, the Limited-Purpose
Bank Growth Cap Relief Act would lift
the T7-percent asset growth cap for
limited-purpose banks. It would not re-
move any of the other CEBA restric-
tions and it would not allow the char-
tering of additional limited-purpose
banks from a statutory requirements
that has outlived its usefulness.

Mr. President, the repeal of the
growth cap is entirely consistent with
the objectives of the Depository Insti-
tutions Affiliation Act, which I intro-
duced several weeks ago. Both bills
seek to enhance the global competi-
tiveness of the U.S. financial services
industry and to ready the regulation of
that industry for the next century.e
e Mr. BRYAN. Mr. President, today I
am introducing legislation which re-
peals a restriction on the ability of
limited-purpose banks to increase their
assets by more than 7 percent per year.
I believe that a removal of this restric-
tion will promote increased credit
availability, and will enhance the safe-
ty and soundness of the 22 institutions
that are subject to the growth limita-
tion.

This asset growth Ilimitation was
adopted in 1987, in legislation which
stated that the restriction was being
imposed temporarily. It remains in
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place nearly 8 years later, although the
objectives it was intended to accom-
plish have been achieved by subsequent
legislation, regulatory act on and judi-
cial decisions. For example, supporters
of this limitation said that it would
help offset full-service banks’ inability
to establish interstate branches, an
issue that has now been addressed.

Today, the growth restriction is not
needed to protect the banks, their cus-
tomers, or competitors. To the con-
trary, the growth cap harms these
banks, by imposing enormous and un-
necessary compliance costs and by
forcing them to dispose of assets de-
spite adverse marketplace conditions
and negative safety and soundness im-
plications. It hurts their depositors and
borrowers—and other consumers—by
reducing limited-purpose banks’ ability
to offer competitive banking services.
And it provides no legitimate benefit
to full service banks, whose ability to
compete will not be impaired if a small
number of limited-purpose banks are
permitted to grow assets on their bal-
ance sheets rather than outside of the
banks.

The legislation I am introducing ad-
dresses only one of the restrictions on
limited-purpose banks: The 7-percent
asset growth cap. These banks will con-
tinue to be subject to the same require-
ments as other banks, including the
provision enacted in 1991 requiring the
asset growth of any undercapitalized
institution to be curtailed. And they
will remain subject to additional re-
strictions unique to limited-purpose in-
stitutions, such as a limitation on en-
gaging in new banking activities, and a
restrictions on cross marketing with
affiliates. The need to retain these re-
strictions is an issue that should be ad-
dressed in the near future, as we con-
sider broader legislation addressing
bank ownership, affiliations and per-
missible powers. But the asset growth
restriction is a regulatory burden unre-
lated to these issues, and needs to be
addressed now.

In the last Congress, a number of my
colleagues on both sides of the aisle
supported the removal of the 7-percent
growth cap. I am especially pleased
that the distinguished chairman of the
Committee on Banking, Housing, and
Urban Affairs and others are joining
me today as original cosponsors of
their bill. I look forward to prompt ac-
tion on this legislation.e

By Mr. INOUYE (for himself, Mr.
HATFIELD, Mr. LEVIN, Mr.
D’AMATO, Mr. AKAKA, Mr. COCH-
RAN, Mr. DoDD, Mr. GRASSLEY,

Mr. HATcH, Mr. HEFLIN, Mr.
HoLLINGS, Mr. KENNEDY, Ms.
MIKULSKI, Mr. MOYNIHAN, Mr.

ROBB, and Mr. SIMON):

S. 446. A bill to require the Secretary
of the Treasury to mint coins in com-
memoration of the public opening of
the Franklin Delano Roosevelt Memo-
rial in Washington, DC; to the Com-
mittee on Banking, Housing, and
Urban Affairs.
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THE FRANKLIN DELANO ROOSEVELT
COMMEMORATIVE COIN ACT
e Mr. INOUYE. Mr. President, today, I
introduce the Franklin Delano Roo-
sevelt Commemorative Coin Act. I am
joined by Senator HATFIELD, Cochair of
the FDR Memorial Commission, Sen-
ators LEVIN and D’AMATO, FDR Memo-

rial Commissioners, and Senators
AKAKA, COCHRAN, DODD, GRASSLEY,
HATCH, HEFLIN, HOLLINGS, KENNEDY,

MIKULSKI, MOYNIHAN, ROBB, and SIMON.
The Franklin Delano Roosevelt Com-
memorative Coin Act authorizes the
Secretary of the Treasury to mint
500,000 half dollar silver coins bearing
the likeness of our great leader, Presi-
dent Franklin Delano Roosevelt, in the
year 1997, to celebrate the public open-
ing of the Franklin Delano Roosevelt
Memorial in Washington, DC.

A surcharge of $3 will be applied to
each coin. Proceeds from the sale of
the coin will be used to finance the
construction of the memorial. In 1992,
the Congress mandated the FDR Me-
morial Commission to raise $10 million
in private funds to supplement the Fed-
eral appropriations for the memorial.

The American people are deeply in-
debted to Franklin Delano Roosevelt
for his leadership in America’s struggle
for peace, well-being, and the assurance
of human dignity. Personally, I will
never forget the pride I felt in looking
to President Roosevelt as my Com-
mander in Chief as he led us in the
worldwide struggle for freedom during
World War II.

All Americans enjoy more secure
lives and a higher standard of living be-
cause of this great President. The Ci-
vilian Conservation Corps helped re-
store America’s forests and land; the
National Rural Electric Cooperative
gave farmers a decent life; the Federal
Highway Program developed a national
system upon which the automobile and
the trucking industries depend; the
Works Progress Administration built
schools and hospitals throughout the
country and every American who re-
ceives Social Security owes a debt of
gratitude to President Roosevelt.

The commemorative coin will do
more than honor one of our greatest
Americans; it will also help ensure that
an extraordinary era of our Nation’s
history will live on as a legacy for fu-
ture generations. I want to assure my
colleagues that this bill will not place
any burden on the American taxpayer.
The profits generated by the sale of
this coin will cover all costs incurred
by the Department of the Treasury.

I urge my colleagues to support this
important legislation which will honor
one of America’s greatest Presidents
by establishing a magnificent and his-
toric national memorial in our Na-
tion’s Capital.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:
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S. 446

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

SECTION 1. SHORT TITLE.

This Act may be cited as the 1997 Frank-
lin Delano Roosevelt Commemorative Coin
Act”.

SEC. 2. FINDINGS.

The Congress finds that—

(1) the people of the United States feel a
deep debt of gratitude to Franklin Delano
Roosevelt for his leadership in America’s
struggle for peace, well-being, and human
dignity;

(2) Franklin Delano Roosevelt served his
country as the thirty-second President from
1932 until his death in 1945, and is the only
United States President elected to 4 terms in
office;

(3) Franklin Delano Roosevelt served the
State of New York as Governor from 1928
through 1932;

(4) Franklin Delano Roosevelt served his
country as the United States Assistant Sec-
retary of the Navy from 1913 through 1920;

(5) Franklin Delano Roosevelt piloted the
American people through the economic
chaos of the Great Depression;

(6) Franklin Delano Roosevelt, as our com-
mander in chief, led the American people
through the turmoil of World War II;

(7) Franklin Delano Roosevelt established
Social Security, thus providing all Ameri-
cans with a more abundant and secure life;

(8) Franklin Delano Roosevelt was the au-
thor of ‘“The Four Freedoms: Freedom of
Speech, Freedom of Worship, Freedom from
Want, and Freedom from Fear’’;

(9) Franklin Delano Roosevelt was the
founder of the National Foundation for In-
fantile Paralysis, parent organization of the
March of Dimes;

(10) Franklin Delano Roosevelt was the
chief architect of the United Nations;

(11) after many years of planning, the
Franklin Delano Roosevelt Memorial will
soon join the memorials of Washington, Jef-
ferson, and Lincoln as a tribute to another
great American leader;

(12) the Franklin Delano Roosevelt Memo-
rial will be a series of 4 large outdoor rooms
encompassing over 7 acres, and will be situ-
ated between the Lincoln and Jefferson me-
morials in Washington, D.C.; and

(13) in 1997, the Nation will celebrate the
public opening of this magnificent memorial,
honoring one of our greatest Presidents.

SEC. 3. COIN SPECIFICATIONS.

(a) HALF DOLLAR SILVER COINS.—The Sec-
retary of the Treasury (hereafter in this Act
referred to as the ‘‘Secretary’’) shall mint
and issue not more than 500,000 half dollar
coins, each of which shall—

(1) weigh 12.50 grams;

(2) have a diameter of 30.61 millimeters;
and

(3) contain 90 percent silver and 10 percent
copper.

(b) LEGAL TENDER.—The coins minted
under this Act shall be legal tender, as pro-
vided in section 5103 of title 31, United States
Code.

(c) NUMISMATIC ITEMS.—For purposes of
section 5134 of title 31, United States Code,
all coins minted under this Act shall be con-
sidered to be numismatic items.

SEC. 4. SOURCES OF BULLION.

The Secretary shall obtain silver for mint-
ing coins under this Act only from stockpiles
established under the Strategic and Critical
Materials Stock Piling Act.

SEC. 5. DESIGN OF COINS.

(a) DESIGN REQUIREMENTS.—

(1) IN GENERAL.—The obverse side of each
coin minted under this Act shall bear a like-
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ness of Franklin Delano Roosevelt, the thir-
ty-second President of the United States.
The reverse side of each coin shall be em-
blematic of the Franklin Delano Roosevelt
Memorial in Washington, D.C.

(2) DESIGNATION AND INSCRIPTIONS.—On
each coin minted under this Act there shall
be—

(A) a designation of the value of the coin;

(B) an inscription of the year ‘‘1997"’; and

(C) inscriptions of the words ‘‘Liberty”’,
“In God We Trust”, “United States of Amer-
ica”, and “E Pluribus Unum”’.

(b) SELECTION.—The design for the coins
minted under this Act shall be—

(1) selected by the Secretary after con-
sultation with the Franklin Delano Roo-
sevelt Memorial Commission and the Com-
mission of Fine Arts; and

(2) reviewed by the Citizens Commemora-
tive Coin Advisory Committee.

(c) ADDITIONS AND ALTERATIONS.—No addi-
tion or alteration to the design selected in
accordance with subsection (b) shall be made
without the approval of the Franklin Delano
Roosevelt Memorial Commission.

SEC. 6. ISSUANCE OF COINS.

(a) QUALITY AND MINT FACILITY.—The coins
authorized under this Act may be issued in
uncirculated and proof qualities and shall be
struck at the United States Bullion Deposi-
tory at West Point.

(b) PERIOD FOR ISSUANCE.—The Secretary
may issue coins minted under this Act only
during the period beginning on January 1,
1997, and ending on December 31, 1997.

SEC. 7. SALE OF COINS.

(a) SALE PRICE.—The coins issued under
this Act shall be sold by the Secretary at a
price equal to the sum of—

(1) the face value of the coins;

(2) the surcharge provided in subsection (d)
with respect to such coins; and

(3) the cost of designing and issuing the
coins (including labor, materials, dies, use of

machinery, overhead expenses, marketing,
and shipping).
(b) BULK SALES.—The Secretary shall

make bulk sales of the coins issued under
this Act at a reasonable discount.

(¢) PREPAID ORDERS.—

(1) IN GENERAL.—The Secretary shall ac-
cept prepaid orders for the coins minted
under this Act before the issuance of such
coins.

(2) DISCOUNT.—Sale prices with respect to
prepaid orders under paragraph (1) shall be
at a reasonable discount.

(d) SURCHARGES.—AII sales shall include a
surcharge of $3 per coin.

SEC. 8. GENERAL WAIVER OF PROCUREMENT
REGULATIONS.

(a) IN GENERAL.—Except as provided in
subsection (b), no provision of law governing
procurement or public contracts shall be ap-
plicable to the procurement of goods and
services necessary for carrying out the provi-
sions of this Act.

(b) EQUAL EMPLOYMENT OPPORTUNITY.—
Subsection (a) shall not relieve any person
entering into a contract under the authority
of this Act from complying with any law re-
lating to equal employment opportunity.
SEC. 9. DISTRIBUTION OF SURCHARGES.

(a) IN GENERAL.—AIl surcharges received
by the Secretary from the sale of coins
issued under this Act shall be promptly paid
by the Secretary as follows:

(1) An amount equal to 50 percent of the
total surcharges shall be paid to the Na-
tional Park Foundation Restricted Account
for the Franklin Delano Roosevelt Memorial.

(2) An amount equal to 50 percent of the
total surcharges shall be paid to the Na-
tional Park Service Restricted Construction
Account for the Franklin Delano Roosevelt
Memorial.
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(b) AuDpITS.—The Comptroller General of
the United States shall have the right to ex-
amine such books, records, documents, and
other data of the accounts referred to in sub-
section (a) as may be related to the expendi-
tures of amounts paid under such subsection.
SEC. 10. FINANCIAL ASSURANCES.

(a) NOo NET COST TO THE GOVERNMENT.—The
Secretary shall take such actions as may be
necessary to ensure that minting and issuing
coins under this Act will not result in any
net cost to the United States Government.

(b) PAYMENT FOR COINS.—A coin shall not
be issued under this Act unless the Secretary
has received—

(1) full payment for the coin;

(2) security satisfactory to the Secretary
to indemnify the United States for full pay-
ment; or

(3) a guarantee of full payment satisfac-
tory to the Secretary from a depository in-
stitution whose deposits are insured by the
Federal Deposit Insurance Corporation or
the National Credit Union Administration
Board.e

By Mr. INHOFE (for himself and
Mr. NICKLES):

S. 447. A bill to provide tax incen-
tives to encourage production of oil
and gas within the United States, and
for other purposes; to the Committee
on Finance.

THE DOMESTIC OIL AND GAS PRODUCTION TAX

INCENTIVES ACT

e Mr. INHOFE. Mr. President, I intro-
duce legislation that is designed to
help the domestic oil and gas industry
not only in my own State of Oklahoma,
but also the multitude of energy pro-
ducing States throughout the United
States. We are all very much aware
that a healthy and competitive oil and
gas industry is critically important to
the U.S. economy. The petroleum in-
dustry alone is burdened with the high-
est tax rates in corporate America.
Changes fostered by this bill only level
the playing field with businesses
throughout the United States that are
trying to attract capital.

Through tax incentives for new and
existing marginal wells, small pro-
ducers in OKklahoma, as well as
throughout the United States, will be
the primary benefactors of my legisla-
tion. Independents find more than half
of all new oil and natural gas reserves,
and they drill almost 85 percent of all
domestic wells—both exploratory and
development—onshore and offshore.

The U.S. oil and gas industry is one
of the Nation’s major economic assets
and has long been recognized as a world
leader in size, scope, and technology.
As such a vital national industry, we
cannot afford to continue down the
road we have become accustomed to for
so long. We need to focus our energies
inward and try to help the industry re-
stimulate its growth. As a nation we
must face up to the threat posed by
mounting U.S. dependency on foreign
energy imports from such regions as
the Middle East.e

By Mr. GRASSLEY (for himself,

Mr. PRYOR and Mr. REID):
S. 448. A bill to amend sections 118 of
the Internal Revenue Code of 1986 to
provide for certain exceptions from
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rules for determining contributions in
aid of construction, and for other pur-
poses, to the Committee on Finance.

THE CONTRIBUTIONS ON AID OF CONSTRUCTION

LEGISLATION

e Mr. GRASSLEY. Mr. President,
today I am here to reintroduce revenue
neutral legislation to reinstate the ex-
clusion from gross income of contribu-
tions in aid of construction—known as
CIAC—to a water or wastewater util-
ity. Joining me as cosponsors are Sen-
ators PRYOR and REID. Senator REID
has taken the lead on this issue for a
number of years.

This legislation has passed as an
amendment in the Senate on two occa-
sions. It is my hope that this year we
will finally be successful in passing
this legislation and having the Presi-
dent sign it into law.

Utilities are capital-incentive indus-
tries. Historically, they have received
the capital for the construction of a
utility extension directly from new
customers, either through the devel-
oper or small municipality. The cus-
tomer contributes this property, or a
cash equivalent, to the utility. In this
manner, existing customers will not
face rate increases every time the util-
ity gains new customers.

Prior to enactment of the Tax Re-
form Act of 1986, CIAC were not in-
cluded in the gross income of an inves-
tor-owned utility and therefore were
not subject to Federal income tax. In
addition, utilities could not take tax
depreciation or investment tax credits
on CIAC. The 1986 act repealed section
118(b) of the Internal Revenue Code and
thus subjected CIAC to tax as gross in-
come. As we all remember, the 1986 act
had two basic premises as its core. One,
the tax base would be broadened and
rates would be lowered. Two, cuts in
individual rates would be offset by in-
creases in the corporate tax burden.
Clearly the authors of the 1986 act in-
tended to ensure that the burden of
corporate taxes was spread to all indus-
tries including utilities.

The removal of the exclusion from
gross income of CIAC was intended as a
tax on utilities. In practice, the CIAC
tax is not a tax on utilities, but a tax
on utility customers, primarily on de-
velopers and home buyers. State util-
ity regulatory bodies, referred to as
PUC’s, generally require utilities to
pass tax costs onto their customers.
This is done in one of two ways. The
most common approach is to require
the new customer to pay the cost of
the tax. But this is not a simple dollar-
for-dollar charge. In order for utility to
be made whole, it must pay on the
CIAC, plus a tax on the tax. The phe-
nomenon is known as gross-up. Depend-
ing on the State, a gross-up can add as
much as 70 percent to the customer’s
cost of the contributions. In other
words, a contribution of water mains
valued at $100,000 would cost a cus-
tomer $170,000.

Alternatively, the PUC’s may allow
the utility to recover the tax cost from
existing customers or over a period of
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time from the new ratepayers. Not
only does this defeat the purpose of a
contribution, it also means a rate in-
crease. And with many water utilities
seeking rate increases of as much as 25
percent in order to pay for Safe Drink-
ing Water Act requirements, additional
rate increases can lead to calls for con-
demnation.

Whichever method is chosen, utilities
do not pay the tax, they pass it on.
Passing the tax on has detrimental ef-
fects, not only on the utility’s ability
to bring in new business, but on the en-
vironment, and most significantly, on
the price of new housing.

Any developer faced with a large
gross-up will have to evaluate its effect
on the bottom line. Depending on con-
ditions in the local housing market, a
developer will ultimately pass the cost
of the CIAC and the gross-up on to the
new home buyer. The National Associa-
tion of Home Builders has estimated
that the CIAC tax can increase the cost
of new housing by as much as $2,000 a
unit. This additional cost is enough to
end the dream of home ownership for a
young couple.

The CIAC tax also has some impor-
tant environmental effects. New cus-
tomers can avoid paying the CIAC tax
by building their own independent
water systems. This leads to a pro-
liferation of systems that may not
have the financial, technical, or mana-
gerial ability to comply with the rig-
orous requirements of the Safe Drink-
ing Water Act. Such systems are re-
ferred to as nonviable. According to
the EPA, in fiscal year 1990, more than
90 percent of the violations of the Safe
Drinking Water Act were made by sys-
tems serving less than 3,300 individ-
uals. By encouraging the proliferation
of nonviable systems, the CIAC tax
frustrates the environmental policy
goal of consolidating these systems
into already existing, professionally
managed systems.

Mr. President, section 118(b) of the
Internal Revenue Code, exempting
CIAC from the gross income, should be
restored. It is a tax on capital, not in-
come. It is not a tax on utilities, it is
a tax on their customers. The CIAC tax
increases the price of new homes, leads
to the development of environmentally
unsound water and sewage facilities,
and reduces the tax base for all levels
of government.

Most important in my opinion, elimi-
nation of the CIAC tax will help home
buyers, not by fueling real estate spec-
ulation, but by removing another bar-
rier to the purchase of a new home.
Anyone who has bought a house re-
cently knows you don’t just pay the
price of the house. You pay closing
costs, title costs, title insurance fees,
attorney’s fees, and points. And when
you buy a house hooked up to privately
owned utilities, you also pay the CIAC
tax—as much as $2,000 per unit.

This legislation was most recently
estimated to cost $106 million over 5
years. I have included a revenue offset
in the bill as introduced that raises
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$140 million over the same period, thus
netting $34 million for the Federal Gov-
ernment. The offset extends deprecia-
tion on new water utility plant from 20
to 256 years and switches from 150 per-
cent declining balance to straight-line
depreciation. This offset was suggested
by the investor-owned water industry
and is indivisible from the substance of
the legislation which is the restoration
of the exclusion of CIAC from gross in-
come. The industry suggested it only
for the purpose of repealing the CIAC
tax, and that is its only intended use.

Mr. President, repeal of the tax on
CIAC for water and wastewater utili-
ties will have a noticeable effect on
both housing prices and environmental
policy. It is supported by the National
Association of Water Companies, the
National Association of Regulatory
Utility Commissioners, and the Na-
tional Association of Home Builders. I
urge my colleagues to cosponsor this
important legislation.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 448

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

SECTION 1. TREATMENT OF CONTRIBUTIONS IN
AID OF CONSTRUCTION.

(a) TREATMENT OF CONTRIBUTIONS IN AID OF
CONSTRUCTION.—

(1) IN GENERAL.—Section 118 of the Internal
Revenue Code of 1986 (relating to contribu-
tions to the capital of a corporation) is
amended—

(A) by redesignating subsection (c) as sub-
section (e), and

(B) by inserting after subsection (b) the
following new subsections:

‘‘(c) SPECIAL RULES FOR WATER AND SEW-
AGE DISPOSAL UTILITIES.—

‘(1) GENERAL RULE.—For purposes of this
section, the term ‘contribution to the capital
of the taxpayer’ includes any amount of
money or other property received from any
person (whether or not a shareholder) by a
regulated public utility which provides water
or sewerage disposal service if—

““(A) such amount is a contribution in aid
of construction,

‘“(B) in the case of contribution of property
other than water or sewerage disposal facili-
ties, such amount meets the requirements of
the expenditure rule of paragraph (2), and

‘“(C) such amount (or any property ac-
quired or constructed with such amount) is
not included in the taxpayer’s rate base for
ratemaking purposes.

‘(2) EXPENDITURE RULE.—An amount meets
the requirements of this paragraph if—

‘““(A) an amount equal to such amount is
expended for the acquisition or construction
of tangible property described in section
1231(b)—

‘(i) which is the property for which the
contribution was made or is of the same type
as such property, and

‘‘(ii) which is used predominantly in the
trade or business of furnishing water or sew-
erage disposal services,

‘“(B) the expenditure referred to in sub-
paragraph (A) occurs before the end of the
second taxable year after the year in which
such amount was received, and

‘“(C) accurate records are kept of the
amounts contributed and expenditures made,
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the expenditures to which contributions are
allocated, and the year in which the con-
tributions and expenditures are received and
made.

‘(3) DEFINITIONS.—For purpose of this sub-
section—

““(A) CONTRIBUTION IN AID OF CONSTRUC-
TION.—The term ‘contribution in aid of con-
struction’ shall be defined by regulations
prescribed by the Secretary, except that
such term shall not include amounts paid as
service charges for starting or stopping serv-
ices.

‘“(B) PREDOMINANTLY.—The term ‘predomi-
nantly’ means 80 percent or more.

¢“(C) REGULATED PUBLIC UTILITY.—The term
‘regulated public utility’ has the meaning
given such term by section 7701(a)(33), except
that such term shall not include any utility
which is not required to provide water or
sewerage disposal services to members of the
general public in its service area.

‘“(4) DISALLOWANCE OF DEDUCTIONS AND IN-
VESTMENT CREDIT; ADJUSTED BASIS.—Notwith-
standing any other provision of this subtitle,
no deduction or credit shall be allowed for,
or by reason of, any expenditure which con-
stitutes a contribution in aid of construction
to which this subsection applies. The ad-
justed basis of any property acquired with
contributions in aid of construction to which
this subsection applies shall be zero.

“(d) STATUTE OF LIMITATIONS.—If the tax-
payer for any taxable year treats an amount
as a contribution to the capital of the tax-
payer described in subsection (c), then—

‘(1) the statutory period for the assess-
ment of any deficiency attributable to any
part of such amount shall not expire before
the expiration of 3 years from the date the
Secretary is notified by the taxpayer (in
such manner as the Secretary may prescribe)
of—

‘“(A) the amount of the expenditure re-
ferred to in subparagraph (A) of subsection
(c)(2),

‘“(B) the taxpayer’s intention not to make
the expenditures referred to in such subpara-
graph, or

‘(C) a failure to make such expenditure
within the period described in subparagraph
(B) of subsection (¢)(2); and

‘“(2) such deficiency may be assessed before
the expiration of such 3-year period notwith-
standing the provisions of any other law or
rule of law which would otherwise prevent
such assessment.”

2) CONFORMING AMENDMENT.—Section
118(b) of such Code is amended by inserting
“‘except as provided in subsection (c),”” before
“‘the term”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts received after the date of the enact-
ment of this Act.

(b) RECOVERY METHOD AND PERIOD FOR
WATER UTILITY PROPERTY.—

(1) REQUIREMENT TO USE STRAIGHT LINE
METHOD.—Section 168(b)(3) of the Internal
Revenue Code of 1986 is amended by adding
at the end the following new subparagraph:

‘“(F) Water utility property described in
subsection (e)(5).”

(2) 25-YEAR RECOVERY PERIOD.—The table
contained in section 168(c)(1) of such Code is
amended by inserting the following item
after the item relating to 20-year property:

“Water utility property .... 25 years’.

(3) WATER UTILITY PROPERTY.—

(A) IN GENERAL.—Section 168(e) of such
Code is amended by adding at the end the
following new paragraph:

“(5) WATER UTILITY PROPERTY.—The term
‘water utility property’ means property—

‘“(A) which is an integral part of the gath-
ering, treatment, or commercial distribution
of water, and
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‘“(B) which, without regard to this para-
graph, would be 20-year property.”’

(B) CONFORMING AMENDMENT.—Subpara-
graph (F) of section 168(e)(3) of such Code is
amended by adding at the end the following
new sentence: ‘“Such term does not include
water utility property.”’

(4) ALTERNATIVE SYSTEM.—Clause (iv) of
section 168(g)(2)(C) of such Code is amended
by inserting ‘‘, water utility property,” and
“grading”’.

(6) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to prop-
erty placed in service after the date of the
enactment of this Act, other than property
placed in service pursuant to a binding con-
tract in effect on such date and at all times
thereafter before the property is placed in
service.e

By Mr. SIMON (for himself and
Ms. MOSELEY-BRAUN):

S. 449. A bill to establish the Midewin
National Tallgrass Prairie in the State
of Illinois, and for other purposes; to
the Committee on Armed Services.

ILLINOIS LAND CONSERVATION ACT

e Mr. SIMON. Mr. President, I rise
today to introduce a most unique piece
of legislation—the Illinois Land Con-
servation Act. This bill is the result of
a broad-based, bipartisan consensus in-
volving Federal, State, county and mu-
nicipal concerns. It is a model for the
land reuse challenges faced by so many
communities throughout the country
who are impacted by military base clo-
sures. I believe this to be one of the
most significant conservation and eco-
nomic development efforts ever at-
tempted.

The closing of the Joliet Army Am-
munition Plant in northeastern Illinois
has provided a once-in-a-lifetime op-
portunity to recapture and preserve
the tallgrass prairie that once covered
most of the Prairie State.

The Illinois Land Conservation Act
will create the Midewin National
Tallgrass Prairie. The term ‘‘Midewin”’
commemorates the grant medicine so-
ciety of the Potawatoni Indian Tribe—
the original inhabitants of this area of
Illinois. This prairie will comprise
19,000 acres of land, which is home to 16
State endangered and threatened spe-
cies, all within an easy drive of metro-
politan Chicago.

A 910-acre tract adjacent to the
Midewin Prairie will become our coun-
ty’s largest national veterans’ ceme-
tery. Under the auspices of the Depart-
ment of Veterans Affairs, this long-
awaited site will provide a dignified
place of rest for the many veterans in
this region who sacrificed so much for
our country.

The remaining acreage will be devel-
oped as an industrial park and a coun-
ty landfill by the local communities.

Mr. President, the impact of the Jo-
liet Arsenal closing has been profound
on the entire region—particularly the
small communities. The municipalities
surrounding the arsenal have sustained
the military presence here for the last
50 years, with several generations of
families involve in the important work
of defending our freedom. The Illinois
Land Conservation Act is our oppor-
tunity to provide a true peace dividend
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to those who have supported this vital
facility over the years.

I hope all my colleagues will support
this innovative effort that recaptures
an important part of our past, and ad-
dresses our needs for the future.e
e Ms. MOSELEY-BRAUN. Mr. Presi-
dent, I am pleased to join the distin-
guished senior Senator from Illinois,
Senator SIMON, in introducing the Illi-
nois Land Conservation Act of 1995.

This bill transfers land from the
former Joliet Army Ammunition Plant
to the Forest Service in order to estab-
lish a national grasslands. This bill
also turns over land to the Veterans
Administration for a new national vet-
erans cemetery, and converts a humber
of former munitions production areas
at the arsenal to local purposes.

Illinois is known as the Prairie
State. This name commemorates a
younger Illinois, a region of rolling
prairies, seas of butterflies, grazing
wildlife, and pioneers seeking out new
lands to settle. At one time, more than
43,000 square miles of prairie existed in
Illinois.

Over the course of 175 years, however,
development has crept over these open
lands. Farms, highways, and cities
have been built to such an extent that
today, only .01 percent of original prai-
rie is left. Little evidence remains of,
in the words of Charles Chamberlain,
the author of the Illinois State song,
this ‘‘wilderness of prairies.”

That is one reason why the bill we
are introducing today is important,
Mr. President—so important that it
has attracted support from a broad, bi-
partisan array of Illinois groups, from
industrialists to environmentalists,
and from researchers to hunters.

The Illinois Land Conservation Act is
more than just a bill to create a na-
tional veterans cemetery, although it
will address critical needs long awaited
by Chicago veterans. It is more than
just a bill to create a conservation
area, although it will establish the
largest in northern Illinois.

The Illinois Land Conservation Act,
once enacted, gives Illinois a rare op-
portunity to preserve one of the last
remaining areas of natural prairie. It’s
a once-in-a-lifetime chance to set aside
such a large, undeveloped tract of prop-
erty for environmental and rec-
reational purposes. In a sense, this bill
helps to protect a slice of ecological
history, and in doing so, creates a leg-
acy for future generations of Illi-
noisans to study and enjoy.

In April 1993, the U.S. Army, after
announcing its intentions to close the
Joliet Arsenal, approached former Illi-
nois Congressman George Sangmeister
to develop a concept plan for reutiliza-
tion of the property. Congressman
Sangmeister formed a commission of 24
local and Federal representatives, who,
after several years of detailed plan-
ning, countless meetings, and extensive
negotiations, carefully formulated and
unanimously adopted a land reuse plan.
The Illinois Land Conservation Act is
the culmination of the commission’s
work.
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At the heart of this bill is the cre-
ation of a 19,000-acre national grass-
lands, to be known as the Midewin Na-
tional Tallgrass Prairie.

Located approximately 60 miles
southwest of the Chicago metropolitan
area, the grasslands will be a rec-
reational treasure for city residents,
accessible to millions for outdoor ac-
tivities such as camping, horseback
riding, hunting, hiking, and environ-
mental education.

The grasslands designation also will
help to protect and improve upon what
already is considered an ecological
wonderland. Hundreds of types of
plants and animals are found here, in-
cluding plants indigenous to the area
for more than 10,000 years, and many
threatened and endangered species.
Many future projects are under consid-
eration for the grasslands, such as the
restoration of wetlands and the re-
introduction of bison.

Another cornerstone of this bill is
the establishment of a 1,000-acre na-
tional veterans cemetery. Identified as
the leading location by the Veterans
Administration, this cemetery, pro-
posed for the center of the arsenal
property, will be a landscape rich in
streams, marshes, and hardwood for-
ests—a magnificent and tranquil set-
ting for veterans. When complete, the
cemetery will honor over 92,000 Chicago
veterans through the year 2030.

Mr. President, the Illinois Land Con-
servation Act is based upon a plan that
has been carefully crafted by key rep-
resentatives of the local community
who have worked closely with Federal
agencies and the State of Illinois. It de-
serves to move forward quickly.

This bill is an excellent opportunity
to establish a monument to the fertile
soils which cultivated the agricultural
and commercial prosperity Illinois en-
joys today.

It’s an excellent opportunity to cre-
ate the first and the largest tallgrass
prairie ecosystem east of the Mis-
sissippi River.

And, most importantly, this bill is
the last opportunity of our lifetimes to
preserve a largely untouched, expan-
sive tract of ecologically unique land
in the State of Illinois. In the words of
the Chicago Tribune, this is our chance
to ‘‘save Joliet Arsenal land for the
ages.” I agree, and urge the quick ap-
proval of this bill.e

By Mr. NICKLES (for himself,
Mr. INHOFE, and Mr. DOLE):

S. 451. A bill to encourage production
of oil and gas within the United States
by providing tax incentives and easing
regulatory burdens, and for other pur-
poses; to the Committee on Finance.

THE DOMESTIC OIL AND GAS PRODUCTION AND

PRESERVATION ACT
e Mr. NICKLES. Mr. President, today I
am introducing The Domestic Oil and
Gas Production and Preservation Act
along with Senators INHOFE and DOLE.
A companion bill is also being intro-
duced in the House by Congressman
LucAs and the rest of the Oklahoma
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delegation. We are introducing this bill
today in an effort to help revive our do-
mestic oil and gas industry which plays
such a vital role in our national secu-
rity. If our domestic industry is to sur-
vive domestically, then Congress needs
to act now to provide incentives and
regulatory reforms to encourage pro-
duction in America.

Since the early 1980’s oil and gas ex-
traction employment has been cut in
half. Employment in the oil and gas in-
dustry has declined by 500,000 since
1984. Imports of crude oil products have
increased by 200,000 barrels a day over
the last year and the import depend-
ency ratio now exceeds 50 percent. In
December 1994, crude oil production
dropped to 5 million barrels per day in
the lower 48 States which is the lowest
level since 1946. We must take action
now to save domestic production not
only for the sake of the oil and gas in-
dustry but for the sake of the national
security of this Nation.

I understand that today the adminis-
tration released an investigative report
conducted under section 232 of the
Trade Expansion Act of 1962 on the
threat to national security from the
rising tide of oil imports. I have not
yet seen this report but previous Com-
merce Department reports have found
that oil imports threaten the national
security and they were conducted when
our foreign oil dependence was much
lower. The question now is not whether
oil imports threaten national security;
everyone agrees that is the case. The
question now is what are we going to
do about it.

To date, the Clinton administration
has done nothing to encourage domes-
tic production. In fact, in 1993, crude
oil reserves continued to decline by 788
million barrels. Natural gas reserves
fell by 2,600 Bef to 162,415 Bef. I have
been asking the Secretary of Energy
for 3 years now, what she intends to do
to help preserve the domestic oil and
gas industry. In the President’s 1996
budget there is nothing to aid this in-
dustry. That is why I am introducing
this bill today.

The Domestic Oil and Gas Production
and Preservation Act is intended to do
just what its name implies—encourage
oil and gas production and preserve and
revitalize the domestic oil and gas in-
dustry. This bill would accomplish
these goals in several ways. In title 1,
we provide for tax incentives. One of
the cornerstone pieces of this legisla-
tion is a tax credit to preserve mar-
ginal production and to encourage new
drilling. This provision would make it
more economical to keep a marginal
well producing during times of low
prices and would provide incentives to
producers not to shut in their marginal
wells due to economics resulting in a
permanent loss of the remaining
unproduced reserves.

This legislation also includes a tax
credit for production from new wells
that have been drilled after June 1,
1995. This provision is meant to encour-
age domestic exploration which has
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fallen dramatically in recent years.
During the early 1980’s the average rig
count was around 2,929. In 1994 the rig
count averaged 775. This is less than
one-third the average during the boom
years of the 1980’s. If domestic produc-
tion does not increase, our reliance on
imported oil will only continue to
gTOwW.

In addition to the tax credit, this bill
provides for several depletion reforms.
There are provisions to repeal the net
income limitation for computing per-
centage depletion, exclude marginal
production from the current 1,000 bar-
rels per day limitation, repeal the
property allocation rule for computing
depletion, and freeze the percentage de-
pletion rate at current marginal levels.

Until 1976, percentage depletion was
designed to operate as risk-weighted
depreciation for mineral properties.
Since then, the multiple limitations on
the availability of percentage depletion
as an effective capital cost recovery
provision has diminished our proven re-
serves. The time has come to revise
U.S. energy depletion policy. The cir-
cumstances that prevail in today’s
crude oil market are precisely the op-
posite of those that led to change to
the depletion deduction in 1976. The
world crude oil market is now glutted
with overproduction from Kuwait and
unsold Iraqi supplies are threatening
another oil market crash. When prices
decline, many wells are lost forever
and many other wells cannot be drilled.

Percentage depletion should be re-
formed so that more U.S. production
qualifies. Ensuring an adequate deple-
tion allowance can reverse the falling
U.S. energy resource base. These re-
forms will encourage new technology
investments, provide economic stim-
ulus to a major U.S. industry and cre-
ate new, high-quality jobs.

In addition to the tax credit and the
percentage depletion reforms, this leg-
islation provides that geological and
geophysical expenditures shall be
treated as deductible expenses, it ex-
pands the existing enhanced oil recov-
ery tax credit and makes it AMT cred-
itable, it provides an election for op-
tional b5-year write-off of intangible
drilling costs, and it increases the
amount of intangible drilling costs
that can be expended without being
treated as a preference item for AMT
purposes. All these provisions will help
encourage continued production from
marginal wells, thus saving a valuable
national resource from being lost.

Title II of this legislation calls for
several regulatory reforms. It has pro-
visions that address the enormous and
unnecessary financial responsibility
provisions of the Oil Pollution Act of
1990 [OPA °90]. This bill clarifies that
the definition of ‘‘navigable waters”
under OPA ’90 only applies to true ‘‘off-
shore facilities,” not facilities onshore.
It also changes the amount of financial
responsibility required under OPA ’90
from $150 to $35 million with discretion
given to the Secretary to establish a
higher amount (but not higher than
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$150 million) taking into account fac-
tors relevant to risks posed by a facil-
ity.

This legislation also addresses two
oil and gas royalty issues. First, it es-
tablishes a 6-year statute of limita-
tions on actions commenced by the
United States for recovery of royalties
due under an oil and gas lease on Fed-
eral lands unless a lessee has made a
false or fraudulent statement with the
intent to evade the payment of royal-
ties due. This provision is intended to
give some finality to the royalty col-
lection process and require the govern-
ment to be prompt and timely in their
pursuit of any underpayment of royal-
ties. Second, it provides the Secretary
discretion to lower royalties on oil and
gas leases on Federal lands. This is in-
tended to be used to help marginal
wells, when prices are low, from being
shut in as uneconomical.

In addition to the aforementioned
regulatory reforms, this bill addresses
two critical areas of reform, private
property rights and risk assessment.
Private property rights are protected
by the fifth amendment to the U.S.
Constitution. Unfortunately, the Fed-
eral bureaucracy has increasingly used
environmental laws to trample on
these rights. Two of the worst offend-
ers are the Endangered Species Act and
the wetlands permitting program es-
tablished by section 404 of the Clean
Water Act. This legislation incor-
porates the provisions of a separate bill
that I have introduced for the last 3
years entitled the Property Owners Bill
of Rights. The provisions of this bill re-
quire a landowner’s written consent be-
fore Federal agents could enter private
property, guarantee a landowner’s ac-
cess to information gathered about
their property, guarantee a land-
owner’s right to dispute that informa-
tion’s accuracy, guarantee a land-
owner’s right to appeal decisions made
under endangered species or wetlands
law, and guarantee that a landowner be
compensated if federal actions under
the Endangered Species Act or wet-
lands permitting program devalue their
property by 33 percent or more.

The risk assessment provisions of
this bill requires Federal agencies to
use sound scientific data when risk cri-
teria and benefits are determined. It
also requires the agencies to make pub-
lic the scientific basis for each risk cri-
teria and full disclosure of all assump-
tions and uncertainties. It also pro-
vides for a petition process to require
an agency to review an existing regula-
tion to ensure that benefits exceed the
costs.

Finally, title III of this bill abolishes
the existing prohibitions against the
export of domestic crude oil produc-
tion. This provision would also help en-
courage production in the lower 48
States.

Together, the provisions of this bill
provide much needed incentives and
regulatory relief to an industry that is
vital to our national security. The
sooner the administration and Con-
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gress acknowledge the critical impor-
tance of the domestic oil and gas indus-
try and stop burdening this industry
with high taxes and regulatory obsta-
cles, the sooner we can take the nec-
essary actions to preserve and revi-
talize this important sector of our
economy.e

By Mr. MOYNIHAN (for himself
and Mr. DASCHLE) (by request):

S. 452. A Dbill to amend the Internal
Revenue Code of 1986 to provide tax re-
lief for the middle class; to the Com-
mittee on Finance.

THE MIDDLE-CLASS BILL OF RIGHTS TAX RELIEF
ACT OF 1995

Mr. MOYNIHAN. Mr. President, as
ranking member of the Committee on
Finance, I am today joining with the
Democratic leader in introducing a
bill, at the request of the administra-
tion, containing the statutory provi-
sions that implement the middle-in-
come tax cuts contained in the Presi-
dent’s fiscal year 1996 budget submis-
sion. Secretary Rubin appeared before
the Finance Committee last week to
testify concerning these proposals.

By making statutory language avail-
able early in the legislative process,
the administration has aided the proc-
ess of Senate consideration of these
provisions. This legislation also will
serve to answer many of the questions
that the public may have with respect
to the President’s tax proposals.

I want to thank the administration
for providing this level of detail in so
timely a fashion, and I look forward to
working with them on these proposals
in the coming months.

Mr. President, I ask unanimous con-
sent that the text of the bill and addi-
tional material be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 452

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

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Middle-Class Bill of Rights Tax Relief
Act of 1995,

(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.

(¢) TABLE OF CONTENTS.—

Sec. 1. Short title; amendment of 1986 Code.
TITLE I—-MIDDLE CLASS TAX RELIEF
Sec. 101. Credit for families with young chil-

dren.
Sec. 102. Deduction for higher education ex-
penses.

TITLE II—PROVISIONS RELATING TO
INDIVIDUAL RETIREMENT PLANS
Subtitle A—Retirement Savings Incentives
PART I—IRA DEDUCTION

Sec. 201. Increase in income limitations.

Sec. 202. Inflation adjustment for deductible
amount and income limita-
tions.
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Sec. 203. Coordination of IRA deduction
limit with elective deferral
limit.

PART II—NONDEDUCTIBLE TAX-FREE IRA’S
Sec. 211. Establishment of nondeductible

tax-free individual retirement
accounts.
Subtitle B—Penalty-Free Distributions

Sec. 221. Distributions from certain plans
may be used without penalty to
purchase first homes, to pay
higher education or financially
devastating medical expenses,
or by the unemployed.

Sec. 222. Contributions must be held at least
5 years in certain cases.

TITLE I—-MIDDLE CLASS TAX RELIEF

SEC. 101. CREDIT FOR FAMILIES WITH YOUNG

CHILDREN.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 22 the following new
section:

“SEC. 23. FAMILIES WITH YOUNG CHILDREN.

‘‘(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to $300
multiplied by the number of eligible children
of the taxpayer for the taxable year.

‘“(2) INCREASE IN CREDIT.—In the case of
taxable years beginning after December 31,
1998, paragraph (1) shall be applied by sub-
stituting ‘$500° for ‘$300°.

*“(b) LIMITATIONS.—

(1) PHASE-OUT OF CREDIT.—

“‘(A) IN GENERAL.—The amount of the cred-
it allowed under subsection (a) shall be re-
duced (but not below zero) by the amount de-
termined under subparagraph (B).

‘(B) AMOUNT OF REDUCTION.—The amount
determined under this subparagraph equals
the amount which bears the same ratio to
the credit (determined without regard to this
subsection) as—

‘(1) the excess of—

‘“(I) the taxpayer’s adjusted gross income
for such taxable year, over

““(IT) $60,000, bears to

“(i1) $15,000.

Any amount determined under this subpara-

graph which is not a multiple of $10 shall be

rounded to the next lowest $10.

‘“(C) ADJUSTED GROSS INCOME.—For pur-
poses of this paragraph, adjusted gross in-
come of any taxpayer shall be increased by
any amount excluded from gross income
under section 911, 931, or 933.

¢“(2) LIMITATION BASED ON AMOUNT OF TAX.—
The credit allowed by subsection (a) for the
taxable year (after the application of para-
graph (1)) shall not exceed the excess (if any)
of—

‘“(A) the taxpayer’s regular tax liability for
the taxable year reduced by the credits al-
lowable against such tax under this subpart
(other than this section) determined without
regard to section 26, over

‘(B) the sum of—

‘(i) the taxpayer’s tentative minimum tax
for such taxable year, plus

‘‘(ii) the credit allowed for the taxable year
under section 32.

‘‘(c) ELIGIBLE CHILD.—For purposes of this
section, the term ‘eligible child’ means any
child (as defined in section 151(c)(3)) of the
taxpayer—

‘(1) who has not attained age 13 as of the
close of the calendar year in which the tax-
able year of the taxpayer begins,

‘“(2) who is a dependent of the taxpayer
with respect to whom the taxpayer is al-
lowed a deduction under section 151 for such
taxable year, and
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‘“(83) whose TIN is included on the tax-
payer’s return for such taxable year.

“(d) INFLATION ADJUSTMENTS.—In the case
of a taxable year beginning in a calendar
year after 1999—

(1) IN GENERAL.—The $500 and $60,000
amounts contained in subsections (a)(2) and
(b)(2) shall each be increased by an amount
equal to—

‘“(A) such dollar amount, multiplied by

‘“(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 1998’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘“(2) INCREASE IN PHASEOUT RANGE.—If the
amount applicable under subsection (a) for
any taxable year exceeds $500, subsection
(b)(2)(B) shall be applied by substituting an
amount equal to 30 times such applicable
amount for ‘$15,000°.

‘(3) ROUNDING.—If any amount as adjusted
under paragraph (1) is not a multiple of $100,
such amount shall be rounded to the next
lowest multiple of $100.

“‘(e) SPECIAL RULES.—

(1) AMOUNT OF CREDIT MAY BE DETERMINED
UNDER TABLES.—The amount of the credit al-
lowed by this section may be determined
under tables prescribed by the Secretary.

‘(2) CERTAIN OTHER RULES APPLY.—Rules
similar to the rules of subsections (¢c)(1)(E)
and (F), (d), and (e) of section 32 shall apply
for purposes of this section.”

(b) CLERICAL AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 22 the
following new item:

““Sec. 23. Families with young children.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

SEC. 102. DEDUCTION FOR HIGHER EDUCATION
EXPENSES.

(a) DEDUCTION ALLOWED.— Part VII of sub-
chapter B of chapter 1 (relating to additional
itemized deductions for individuals) is
amended by redesignating section 220 as sec-
tion 221 and by inserting after section 219 the
following new section:

“SEC. 220. HIGHER EDUCATION
FEES.

‘“(a) ALLOWANCE OF DEDUCTION.—In the
case of an individual, there shall be allowed
as a deduction the amount of qualified high-
er education expenses paid by the taxpayer
during the taxable year.

““(b) LIMITATIONS.—

‘(1) DOLLAR LIMITATION.—

‘“(A) IN GENERAL.—The amount allowed as
a deduction under subparagraph (a) for any
taxable year shall not exceed $10,000.

‘(B) PHASE-IN.—In the case of taxable
years beginning in 1996, 1997, or 1998, ‘$5,000’
shall be substituted for ‘$10,000" in subpara-
graph (A).

¢(2) LIMITATION BASED ON MODIFIED AD-
JUSTED GROSS INCOME.—

‘(A) IN GENERAL.—The amount which
would (but for this paragraph) be taken into
account under paragraph (1) shall be reduced
(but not below zero) by the amount deter-
mined under subparagraph (B).

‘(B) AMOUNT OF REDUCTION.—The amount
determined under this subparagraph equals
the amount which bears the same ratio to
the amount which would be so taken into ac-
count as—

‘(i) the excess of—

‘“(I) the taxpayer’s modified adjusted gross
income for such taxable year, over

““(II) $70,000 ($100,000 in the case of a joint
return), bears to

““(ii) $20,000.

“(C) MODIFIED ADJUSTED GROSS INCOME.—
The term ‘modified adjusted gross income’
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means the adjusted gross income of the tax-
payer for the taxable year determined—

‘(i) without regard to this section and sec-
tions 911, 931, and 933, and

‘“(ii) after the application of sections 86,
135, 219 and 469.

For purposes of sections 86, 135, 219, and 469,
adjusted gross income shall be determined
without regard to the deduction allowed
under this section.

(D) INFLATION ADJUSTMENTS.—

‘(i) IN GENERAL.—In the case of a taxable
year beginning after 1999, the $70,000 and
$100,000 amounts described in subparagraph
(B) shall each be increased by an amount
equal to—

‘(D such dollar amounts, multiplied by

““(IT1) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 1998’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘“(ii) RoUuNDING.—If any amount as adjusted
under clause (i) is not a multiple of $5,000,
such amount shall be rounded to the next
lowest multiple of $5,000.

‘(c) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of this section—

‘(1) QUALIFIED HIGHER EDUCATION EX-
PENSES.—

‘““(A) IN GENERAL.—The term ‘qualified
higher education expenses’ means tuition
and fees charged by an educational institu-
tion and required for the enrollment or at-
tendance of—

‘(i) the taxpayer,

‘‘(ii) the taxpayer’s spouse, or

‘‘(iii) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151,

as an eligible student at an institution of
higher education.

“(B) EXCEPTION FOR EDUCATION INVOLVING
SPORTS, ETC.—Such term does not include ex-
penses with respect to any course or other
education involving sports, games, or hob-
bies, unless such expenses—

‘(i) are part of a degree program, or

‘‘(ii) are deductible under this chapter
without regard to this section.

¢(C) EXCEPTION FOR NONACADEMIC FEES.—
Such term does not include any student ac-
tivity fees, athletic fees, insurance expenses,
or other expenses unrelated to a student’s
academic course of instruction.

‘(D) ELIGIBLE STUDENT.—For purposes of
subparagraph (A), the term ‘eligible student’
means a student who—

‘(i) meets the requirements of section
484(a)(1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)), as in effect on the date
of the enactment of this section, and

“(ii)(I) is carrying at least one-half the
normal full-time work load for the course of
study the student is pursuing, as determined
by the institution of higher education, or

“(IT) is enrolled in a course which enables
the student to improve the student’s job
skills or to acquire new job skills.

‘“‘(E) IDENTIFICATION REQUIREMENT.—NoO de-
duction shall be allowed under subsection (a)
to a taxpayer with respect to an eligible stu-
dent unless the taxpayer includes the name,
age, and taxpayer identification number of
such eligible student on the return of tax for
the taxable year.

¢(2) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education’
means an institution which—

‘“(A) is described in section 481 of the High-
er Education Act of 1965 (20 U.S.C. 1088), as in
effect on the date of the enactment of this
section, and

‘(B) is eligible to participate in programs
under title IV of such Act.

‘‘(d) SPECIAL RULES.—
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‘(1) NO DOUBLE BENEFIT.—

‘““(A) IN GENERAL.—No deduction shall be
allowed under subsection (a) for qualified
higher education expenses with respect to
which a deduction is allowable to the tax-
payer under any other provision of this chap-
ter unless the taxpayer irrevocably waives
his right to the deduction of such expenses
under such other provision.

‘“(B) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins.

¢(C) SAVINGS BOND EXCLUSION.—A deduc-
tion shall be allowed under subsection (a) for
qualified higher education expenses only to
the extent the amount of such expenses ex-
ceeds the amount excludable under section
135 for the taxable year.

‘(2) LIMITATION ON TAXABLE YEAR OF DE-
DUCTION.—

‘“‘(A) IN GENERAL.—A deduction shall be al-
lowed under subsection (a) for any taxable
year only to the extent the qualified higher
education expenses are in connection with
enrollment at an institution of higher edu-
cation during the taxable year.

‘“(B) CERTAIN PREPAYMENTS ALLOWED.—
Subparagraph (A) shall not apply to qualified
higher education expenses paid during a tax-
able year if such expenses are in connection
with an academic term beginning during
such taxable year or during the 1st 3 months
of the next taxable year.

‘“(3) ADJUSTMENT FOR CERTAIN SCHOLAR-
SHIPS AND VETERANS BENEFITS.—The amount
of qualified higher education expenses other-
wise taken into account under subsection (a)
with respect to the education of an indi-
vidual shall be reduced (before the applica-
tion of subsection (b)) by the sum of the
amounts received with respect to such indi-
vidual for the taxable year as—

“(A) a qualified scholarship which under
section 117 is not includable in gross income,

‘“(B) an educational assistance allowance
under chapter 30, 31, 32, 34, or 35 of title 38,
United States Code, or

“(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of
section 102(a)) for educational expenses, or
attributable to enrollment at an eligible
educational institution, which is exempt
from income taxation by any law of the
United States.

‘‘(4) NO DEDUCTION FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—If the tax-
payer is a married individual (within the
meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s
spouse file a joint return for the taxable
year.

¢“(6) NONRESIDENT ALIENS.—If the taxpayer
is a nonresident alien individual for any por-
tion of the taxable year, this section shall
apply only if such individual is treated as a
resident alien of the United States for pur-
poses of this chapter by reason of an election
under subsection (g) or (h) of section 6013.

‘“(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations requiring record-
keeping and information reporting.”’

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a) is
amended by inserting after paragraph (15)
the following new paragraph:

‘(16) HIGHER EDUCATION TUITION AND
FEES.—The deduction allowed by section
220.”

(c) CONFORMING AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 220 and inserting:
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‘“‘Sec. 220. Higher education tuition and fees.
“Sec. 221. Cross reference.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made after December 31, 1995.

TITLE II—PROVISIONS RELATING TO
INDIVIDUAL RETIREMENT PLANS

Subtitle A—Retirement Savings Incentives
PART I—IRA DEDUCTION
SEC. 201. INCREASE IN INCOME LIMITATIONS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 219(g)(3) is amended—

(1) by striking ‘‘$40,000 in clause (i) and
inserting ‘“$80,000"", and

(2) by striking ‘“$25,000” in clause (ii) and
inserting ‘‘$50,000".

(b) PHASE-OUT OF LIMITATIONS.—Clause (ii)
of section 219(g2)(2)(A) is amended by striking
€“$10,000’ and inserting ‘‘an amount equal to
10 times the dollar amount applicable for the
taxable year under subsection (b)(1)(A)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

SEC. 202. INFLATION ADJUSTMENT FOR DEDUCT-
IBLE AMOUNT AND INCOME LIMITA-
TIONS.

(a) IN GENERAL.—Section 219 is amended by
redesignating subsection (h) as subsection (i)
and by inserting after subsection (g) the fol-
lowing new subsection:

“(h) COST-OF-LIVING ADJUSTMENTS.—

‘(1) IN GENERAL.—In the case of any tax-
able year beginning in a calendar year after
1996, each dollar amount to which this sub-
section applies shall be increased by an
amount equal to—

‘‘(A) such dollar amount, multiplied by

‘(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 1995’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

¢“(2) DOLLAR AMOUNTS TO WHICH SUBSECTION
APPLIES.—This subsection shall apply to—

“(A) the $2,000 amounts under subsection
(b)(1)(A) and (c¢), and

‘“(B) the applicable dollar amounts under
subsection (g)(3)(B).

¢“(3) ROUNDING RULES.—

‘“(A) DEDUCTION AMOUNTS.—If any amount
referred to in paragraph (2)(A) as adjusted
under paragraph (1) is not a multiple of $500,
such amount shall be rounded to the next
lowest multiple of $500.

“(B) APPLICABLE DOLLAR AMOUNTS.—If any
amount referred to in paragraph (2)(B) as ad-
justed under paragraph (1) is not a multiple
of $5,000, such amount shall be rounded to
the next lowest multiple of $5,000.”

(b) CONFORMING AMENDMENTS.—

(1) Clause (i) of section 219(c)(2)(A) is
amended to read as follows:

‘(i) the sum of $250 and the dollar amount
in effect for the taxable year under sub-
section (b)(1)(A), or’.

(2) Section 408(a)(1) is amended by striking
“in excess of $2,000 on behalf of any indi-
vidual” and inserting ‘‘on behalf of any indi-
vidual in excess of the amount in effect for
such taxable year under section 219(b)(1)(A)"’.

(3) Section 408(b)(2)(B) is amended by strik-
ing “$2,000” and inserting ‘‘the dollar
amount in effect under section 219(b)(1)(A).

(4) Subparagraph (A) of section 408(d)(5) is
amended by striking $2,250° and inserting
“‘the dollar amount in effect for the taxable
year under section 219(c)(2)(A)({1)”.

(b) Section 408(j) is amended by striking
‘$2,000"".

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after December 31, 1995.
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SEC. 203. COORDINATION OF IRA DEDUCTION
LIMIT WITH ELECTIVE DEFERRAL
LIMIT.

(a) IN GENERAL.—Section 219(b) (relating to
maximum amount of deduction) is amended
by adding at the end the following new para-
graph:

¢“(4) COORDINATION WITH ELECTIVE DEFERRAL
LIMIT.—The amount determined under para-
graph (1) or subsection (c)(2) with respect to
any individual for any taxable year shall not
exceed the excess (if any) of—

““(A) the limitation applicable for the tax-
able year under section 402(g)(1), over

‘“(B) the elective deferrals (as defined in
section 402(g)(3)) of such individual for such
taxable year.”

(b) CONFORMING  AMENDMENT.—Section
219(c) is amended by adding at the end the
following new paragraph:

*“(3) CROSS REFERENCE.—

“For reduction in paragraph (2) amount,
see subsection (b)(4).”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

PART II-NONDEDUCTIBLE TAX-FREE

IRA’S
SEC. 211. ESTABLISHMENT OF NONDEDUCTIBLE
TAX-FREE INDIVIDUAL RETIREMENT
ACCOUNTS.

(a) IN GENERAL.—Subpart A of part I of
subchapter D of chapter 1 (relating to pen-
sion, profit-sharing, stock bonus plans, etc.)
is amended by inserting after section 408 the
following new section:

“SEC. 408A. SPECIAL INDIVIDUAL RETIREMENT
ACCOUNTS.

‘‘(a) GENERAL RULE.—Except as provided in
this chapter, a special individual retirement
account shall be treated for purposes of this
title in the same manner as an individual re-
tirement plan.

“(b) SPECIAL INDIVIDUAL RETIREMENT AC-
COUNT.—For purposes of this title, the term
‘special individual vretirement account’
means an individual retirement plan which
is designated at the time of establishment of
the plan as a special individual retirement
account.

¢‘(c) TREATMENT OF CONTRIBUTIONS.—

‘(1) NO DEDUCTION ALLOWED.—No deduction
shall be allowed under section 219 for a con-
tribution to a special individual retirement
account.

‘“(2) CONTRIBUTION LIMIT.—The aggregate
amount of contributions for any taxable year
to all special individual retirement accounts
maintained for the benefit of an individual
shall not exceed the excess (if any) of—

“(A) the maximum amount allowable as a
deduction under section 219 with respect to
such individual for such taxable year, over

“(B) the amount so allowed.

‘“(3) SPECIAL RULES FOR QUALIFIED TRANS-
FERS.—

‘‘(A) IN GENERAL.—No rollover contribution
may be made to a special individual retire-
ment account unless it is a qualified trans-
fer.

“(B) LIMIT NOT TO APPLY.—The limitation
under paragraph (2) shall not apply to a
qualified transfer to a special individual re-
tirement account.

“(d) TAX TREATMENT OF DISTRIBUTIONS.—

‘(1) IN GENERAL.—Except as provided in
this subsection, any amount paid or distrib-
uted out of a special individual retirement
account shall not be included in the gross in-
come of the distributee.

‘‘(2) EXCEPTION FOR EARNINGS ON CONTRIBU-
TIONS HELD LESS THAN 5 YEARS.—

‘“(A) IN GENERAL.—Any amount distributed
out of a special individual retirement ac-
count which consists of earnings allocable to
contributions made to the account during
the b-year period ending on the day before
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such distribution shall be included in the
gross income of the distributee for the tax-
able year in which the distribution occurs.

*(B) ORDERING RULE.—

“(1) FIRST-IN, FIRST-OUT RULE.—Distribu-
tions from a special individual retirement
account shall be treated as having been
made—

“(I) first from the earliest contribution
(and earnings allocable thereto) remaining
in the account at the time of the distribu-
tion, and

“(IT) then from other contributions (and
earnings allocable thereto) in the order in
which made.

“(i1) ALLOCATIONS BETWEEN CONTRIBUTIONS
AND EARNINGS.—Any portion of a distribution
allocated to a contribution (and earnings al-
locable thereto) shall be treated as allocated
first to the earnings and then to the con-
tribution.

‘“(iii) ALLOCATION OF EARNINGS.—Earnings
shall be allocated to a contribution in such
manner as the Secretary may by regulations
prescribe.

“(iv) CONTRIBUTIONS IN SAME YEAR.—Except
as provided in regulations, all contributions
made during the same taxable year may be
treated as 1 contribution for purposes of this
subparagraph.

¢(C) CROSS REFERENCE.—

“For additional tax for early withdrawal,
see section 72(t).

““(3) QUALIFIED TRANSFER.—

‘“‘(A) IN GENERAL.—Paragraph (2) shall not
apply to any distribution which is trans-
ferred in a qualified transfer to another spe-
cial individual retirement account.

‘‘(B) CONTRIBUTION PERIOD.—For purposes
of paragraph (2), the special individual re-
tirement account to which any contributions
are transferred shall be treated as having
held such contributions during any period
such contributions were held (or are treated
as held under this subparagraph) by the spe-
cial individual retirement account from
which transferred.

‘“(4) SPECIAL RULES RELATING TO CERTAIN
TRANSFERS.—

‘““(A) IN GENERAL.—Notwithstanding any
other provision of law, in the case of a quali-
fied transfer to a special individual retire-
ment account from an individual retirement
plan which is not a special individual retire-
ment account—

‘(i) there shall be included in gross income
any amount which, but for the qualified
transfer, would be includible in gross in-
come, but

‘‘(ii) section T2(t) shall not apply to such
amount.

‘(B) TIME FOR INCLUSION.—In the case of
any qualified transfer which occurs before
January 1, 1997, any amount includible in
gross income under subparagraph (A) with
respect to such contribution shall be includ-
ible ratably over the 4-taxable year period
beginning in the taxable year in which the
amount was paid or distributed out of the in-
dividual retirement plan.

‘‘(e) QUALIFIED TRANSFER.—For purposes of
this section

(1) IN GENERAL.—The term ‘qualified
transfer’ means a transfer to a special indi-
vidual retirement account from another such
account or from an individual retirement
plan but only if such transfer meets the re-
quirements of section 408(d)(3).

‘(2) LIMITATION.—A transfer otherwise de-
scribed in paragraph (1) shall not be treated
as a qualified transfer if the taxpayer’s ad-
justed gross income for the taxable year of
the transfer exceeds the sum of—

‘‘(A) the applicable dollar amount, plus

‘“(B) the dollar amount applicable for the
taxable year under section 219(g)(2)(A)(ii).

This paragraph shall not apply to a transfer
from a special individual retirement account
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to another special individual retirement ac-
count.

‘“(3) DEFINITIONS.—For purposes of this sub-
section, the terms ‘adjusted gross income’
and ‘applicable dollar amount’ have the
meanings given such terms by section
219(g)(3), except subparagraph (A)(ii) thereof
shall be applied without regard to the phrase
‘or the deduction allowable under this sec-
tion’.”

(b) EARLY WITHDRAWAL PENALTY.—Section
72(t) is amended by adding at the end the fol-
lowing new paragraph:

¢‘(6) RULES RELATING TO SPECIAL INDIVIDUAL
RETIREMENT ACCOUNTS.—In the case of a spe-
cial individual retirement account under sec-
tion 408A—

‘““(A) this subsection shall only apply to
distributions out of such account which con-
sist of earnings allocable to contributions
made to the account during the 5-year period
ending on the day before such distribution,
and

‘(B) paragraph (2)(A)(1) shall not apply to
any distribution described in subparagraph
(A).”

(¢) EXCESS CONTRIBUTIONS.—Section 4973(b)
is amended by adding at the end the fol-
lowing new sentence: ‘“‘For purposes of para-
graphs (1)(B) and (2)(C), the amount allow-
able as a deduction under section 219 shall be
computed without regard to section 408A.”

(d) CONFORMING AMENDMENT.—The table of
sections for subpart A of part I of subchapter
D of chapter 1 is amended by inserting after
the item relating to section 408 the following
new item:

‘‘Sec. 408A. Special individual retirement ac-
counts.”

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

Subtitle B—Penalty-Free Distributions
SEC. 221. DISTRIBUTIONS FROM CERTAIN PLANS
MAY BE USED WITHOUT PENALTY TO
PURCHASE FIRST HOMES, TO PAY
HIGHER EDUCATION OR FINAN-
CIALLY DEVASTATING MEDICAL EX-
PENSES, OR BY THE UNEMPLOYED.

(a) IN GENERAL.—Paragraph (2) of section
T2(t) (relating to exceptions to 10-percent ad-
ditional tax on early distributions from
qualified retirement plans) is amended by
adding at the end the following new subpara-
graph:

‘(D) DISTRIBUTIONS FROM CERTAIN PLANS
FOR FIRST HOME PURCHASES OR EDUCATIONAL
EXPENSES.—Distributions to an individual
from an individual retirement plan—

‘(i) which are qualified first-time home-
buyer distributions (as defined in paragraph
(7); or

“(ii) to the extent such distributions do
not exceed the qualified higher education ex-
penses (as defined in paragraph (8)) of the
taxpayer for the taxable year.”

(b) FINANCIALLY DEVASTATING MEDICAL EX-
PENSES.—

(1) IN GENERAL.—Section T72(t)(3)(A) is
amended by striking “(B),”".

(2) CERTAIN LINEAL DESCENDANTS AND AN-
CESTORS TREATED AS DEPENDENTS AND LONG-
TERM CARE SERVICES TREATED AS MEDICAL
CARE.—Subparagraph (B) of section 72(t)(2) is
amended by striking ‘“‘medical care’ and all
that follows and inserting ‘‘medical care de-
termined—

‘(i) without regard to whether the em-
ployee itemizes deductions for such taxable
year, and

‘“(ii) in the case of an individual retire-
ment plan—

‘“(I) by treating such employee’s depend-
ents as including all children, grandchildren
and ancestors of the employee or such em-
ployee’s spouse and

“(II) by treating qualified long-term care
services (as defined in paragraph (9)) as med-

February 16, 1995

ical care for purposes of this subparagraph
®).”

(3) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 72(t)(2) is amended by
striking ‘“‘or (C)”’ and inserting ¢, (C) or (D).

(c) DEFINITIONS.—Section 72(t), as amended
by this Act, is amended by adding at the end
the following new paragraphs:

“(7) QUALIFIED FIRST-TIME HOMEBUYER DIS-
TRIBUTIONS.—For purposes of paragraph
@)D)(i)—

‘““(A) IN GENERAL.—The term ‘qualified
first-time homebuyer distribution’ means
any payment or distribution received by an
individual to the extent such payment or dis-
tribution is used by the individual before the
close of the 60th day after the day on which
such payment or distribution is received to
pay qualified acquisition costs with respect
to a principal residence of a first-time home-
buyer who is such individual or the spouse,
child (as defined in section 151(c)(3)), or
grandchild of such individual.

‘“(B) QUALIFIED ACQUISITION COSTS.—For
purposes of this paragraph, the term ‘quali-
fied acquisition costs’ means the costs of ac-
quiring, constructing, or reconstructing a
residence. Such term includes any usual or
reasonable settlement, financing, or other
closing costs.

¢(C) FIRST-TIME HOMEBUYER; OTHER DEFINI-
TIONS.—For purposes of this paragraph—

‘(1) FIRST-TIME HOMEBUYER.—The term
‘first-time homebuyer’ means any individual
if—

“(I) such individual (and if married, such
individual’s spouse) had no present owner-
ship interest in a principal residence during
the 3-year period ending on the date of acqui-
sition of the principal residence to which
this paragraph applies, and

“(IT) subsection (h) or (k) of section 1034

did not suspend the running of any period of
time specified in section 1034 with respect to
such individual on the day before the date
the distribution is applied pursuant to sub-
paragraph (A).
In the case of an individual described in sec-
tion 143(1)(1)(C) for any year, an ownership
interest shall not include any interest under
a contract of deed described in such section.
An individual who loses an ownership inter-
est in a principal residence incident to a di-
vorce or legal separation is deemed for pur-
poses of this subparagraph to have had no
ownership interest in such principal resi-
dence within the period referred to in sub-
paragraph (A)II).

‘“(ii) PRINCIPAL RESIDENCE.—The term
‘principal residence’ has the same meaning
as when used in section 1034.

““(iii) DATE OF ACQUISITION.—The term ‘date
of acquisition’ means the date—

‘“(I) on which a binding contract to acquire
the principal residence to which subpara-
graph (A) applies is entered into, or

“(IT) on which construction or reconstruc-
tion of such a principal residence is com-
menced.

‘(D) SPECIAL RULE WHERE DELAY IN ACQUISI-
TION.—If any distribution from any indi-
vidual retirement plan fails to meet the re-
quirements of subparagraph (A) solely by
reason of a delay or cancellation of the pur-
chase or construction of the residence, the
amount of the distribution may be contrib-
uted to an individual retirement plan as pro-
vided in section 408(d)(3)(A)(i) (determined by
substituting ‘120 days’ for ‘60 days’ in such
section), except that—

‘(i) section 408(d)(3)(B) shall not be applied
to such contribution, and

‘“(ii) such amount shall not be taken into
account in determining whether section
408(d)(3)(A)(1) applies to any other amount.

‘(8) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of paragraph
@)(D)AD—
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““(A) IN GENERAL.—The term ‘qualified
higher education expenses’ means tuition
and fees required for the enrollment or at-
tendance of—

‘(i) the taxpayer,

‘“(ii) the taxpayer’s spouse,

‘“(iii) a dependent of the taxpayer with re-
spect to whom the taxpayer is allowed a de-
duction under section 151, or

‘(iv) the taxpayer’s child (as defined in
section 151(c)(3)) or grandchild,
as an eligible student at an institution of
higher education (as defined in paragraphs
(1)(D) and (2) of section 220(c)).

‘(B) EXCEPTIONS.—The term ‘qualified
higher education expenses’ does not include
expenses described in subparagraphs (B) and
(C) of section 220(c)(1).

¢“(C) COORDINATION WITH SAVINGS BOND PRO-
VISIONS.—The amount of qualified higher
education expenses for any taxable year
shall be reduced by any amount excludable
from gross income under section 135.

“(9) QUALIFIED LONG-TERM CARE SERVICES.—
For purposes of paragraph (2)(B)—

‘““(A) IN GENERAL.—The term ‘qualified
long-term care services’ means necessary di-
agnostic, curing, mitigating, treating, pre-
ventive, therapeutic, and rehabilitative serv-
ices, and maintenance and personal care
services (whether performed in a residential
or nonresidential setting) which—

‘(i) are required by an individual during
any period the individual is an incapacitated
individual (as defined in subparagraph (B)),

‘‘(ii) have as their primary purpose—

“(I) the provision of needed assistance with
1 or more activities of daily living (as de-
fined in subparagraph (C)), or

“(II) protection from threats to health and
safety due to severe cognitive impairment,
and

‘‘(iii) are provided pursuant to a con-
tinuing plan of care prescribed by a licensed
professional (as defined in subparagraph (D)).

‘(B) INCAPACITATED INDIVIDUAL.—The term
‘incapacitated individual’ means any indi-
vidual who—

‘‘(i) is unable to perform, without substan-
tial assistance from another individual (in-
cluding assistance involving cueing or sub-
stantial supervision), at least 2 activities of
daily living as defined in subparagraph (C),
or

‘(ii) has severe cognitive impairment as
defined by the Secretary in consultation
with the Secretary of Health and Human
Services.

Such term shall not include any individual
otherwise meeting the requirements of the
preceding sentence unless a licensed profes-
sional within the preceding 12-month period
has certified that such individual meets such
requirements.

“(C) ACTIVITIES OF DAILY LIVING.—Each of
the following is an activity of daily living:

‘(i) Eating.

‘“(ii) Toileting.

¢‘(iii) Transferring.

‘“(iv) Bathing.

‘(v) Dressing.

‘(D) LICENSED PROFESSIONAL.—The term
‘licensed professional’ means—

‘(i) a physician or registered professional
nurse, or

‘(i) any other individual who meets such
requirements as may be prescribed by the
Secretary after consultation with the Sec-
retary of Health and Human Services.

‘‘(E) CERTAIN SERVICES NOT INCLUDED.—The
term ‘qualified long-term care services’ shall
not include any services provided to an indi-
vidual—

‘(i) by a relative (directly or through a
partnership, corporation, or other entity)
unless the relative is a licensed professional
with respect to such services, or
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‘“(ii) by a corporation or partnership which
is related (within the meaning of section
267(b) or 707(b)) to the individual.

For purposes of this subparagraph, the term
‘relative’ means an individual bearing a rela-
tionship to the individual which is described
in paragraphs (1) through (8) of section
152(a).”

(d) PENALTY-FREE DISTRIBUTIONS FOR CER-
TAIN UNEMPLOYED INDIVIDUALS.—Paragraph
(2) of section T72(t) is amended by adding at
the end the following new subparagraph:

‘“(E) DISTRIBUTIONS TO UNEMPLOYED INDI-
VIDUALS.—A distribution from an individual
retirement plan to an individual after sepa-
ration from employment, if—

‘(i) such individual has received unem-
ployment compensation for 12 consecutive
weeks under any Federal or State unemploy-
ment compensation law by reason of such
separation, and

‘“(ii) such distributions are made during
any taxable year during which such unem-
ployment compensation is paid or the suc-
ceeding taxable year.”

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
and distributions after December 31, 1995.
SEC. 222. CONTRIBUTIONS MUST BE HELD AT

LEAST 5 YEARS IN CERTAIN CASES.

(a) IN GENERAL.—Section 72(t), as amended
by this Act, is amended by adding at the end
the following new paragraph:

‘(10) CERTAIN CONTRIBUTIONS MUST BE HELD
5 YEARS.—

‘“(A) IN GENERAL.—Paragraph (2)(A)(i) shall
not apply to any amount distributed out of
an individual retirement plan (other than a
special individual retirement account) which
is allocable to contributions made to the
plan during the 5-year period ending on the
date of such distribution (and earnings on
such contributions).

‘“(B) ORDERING RULE.—For purposes of this
paragraph, distributions shall be treated as
having been made—

‘(i) first from the earliest contribution
(and earnings allocable thereto) remaining
in the account at the time of the distribu-
tion, and

‘“(ii) then from other contributions (and
earnings allocable thereto) in the order in
which made.

Earnings shall be allocated to contributions
in such manner as the Secretary may pre-
scribe.

““(C) SPECIAL RULE FOR ROLLOVERS.—

‘(i) PENSION PLANS.—Subparagraph (A)
shall not apply to distributions out of an in-
dividual retirement plan which are allocable
to rollover contributions to which section
402(c), 403(a)(4), or 403(b)(8) applied.

(i) CONTRIBUTION PERIOD.—For purposes
of subparagraph (A), amounts shall be treat-
ed as having been held by a plan during any
period such contributions were held (or are
treated as held under this clause) by any in-
dividual retirement plan from which trans-
ferred.

‘(D) SPECIAL ACCOUNTS.—For rules applica-
ble to special individual retirement accounts
under section 408A, see paragraph (8).”’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions (and earnings allocable thereto) which
are made after December 31, 1995.

PRESIDENTIAL MESSAGE REGARDING THE
MIDDLE-CLASS BILL OF RIGHTS
To the Congress of the United States:

I am pleased to transmit today for
your immediate consideration and en-
actment the ‘‘Middle-Class Bill of
Rights Tax Relief Act of 1995.” I am
also sending you an explanation of the
revenue proposals of this legislation.
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This bill is the next step in my Ad-
ministration’s continuing effort to
raise living standards for working fam-
ilies and help restore the American
Dream for all our people.

For 2 years, we have worked hard to
strengthen our economy. We worked
with the last Congress to enact legisla-
tion that will reduce the annual defi-
cits of 1994-98 by more than $600 bil-
lion; we created nearly 6 million new
jobs; we cut taxes for 15 million low-in-
come families and gave tax relief to
small businesses; we opened export
markets through global and regional
trade agreements; we invested in
human and physical capital to increase
productivity; and we reduced the Fed-
eral Government by more than 100,000
positions.

With that strong foundation in place,
I am now proposing a Middle Class Bill
of Rights. Despite our progress, too
many Americans are still working
harder for less. The Middle Class Bill of
Rights will enable working Americans
to raise their families and get the edu-
cation and training they need to meet
the demands of a new global economy.
It will let middle-income families share
in our economic prosperity today and
help them build our economic pros-
perity tomorrow.

The ‘“Middle-Class Bill of Rights Tax
Relief Act of 1995’ includes three of the
four elements of my Middle Class Bill
of Rights. First, it offers middle-in-
come families a $500 tax credit for each
child under 13. Second, it includes a tax
deduction of up to $10,000 a year to help
middle-income Americans pay for post-
secondary education expenses and
training expenses. Third, it lets more
middle-income Americans make tax-
deductible contributions to Individual
Retirement Accounts and withdraw
from them, penalty-free, for the costs
of education and training, health care,
first-time home-buying, long periods of
unemployment, or the care of an ill
parent.

The fourth element of my Middle
Class Bill of Rights—not included in
this legislation—is the GI Bill for
America’s Workers, which consolidates
70 Federal training programs and cre-
ates a more effective system for learn-
ing new skills and finding better jobs
for adults and youth. Legislation for
this proposal is being developed in co-
operation with the Congress.

If enacted, the Middle Class Bill of
Rights will help keep the American
Dream alive for everyone willing to
take responsibility for themselves,
their families, and their futures. And it
will not burden our children with more
debt. In my fiscal 1996 budget, we have
found enough savings not only to pay
for this tax bill, but also to provide an-
other $81 billion in deficit reduction be-
tween 1996 and 2000.

This legislation will restore fairness
to our tax system, let middle-income
families in our economic prosperity,
encourage Americans to prepare for the
future, and help ensure that the United
States moves into the 21st Century
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still the strongest nation in the world.
I urge the Congress to take prompt and
favorable action on this legislation.
WILLIAM J. CLINTON.
THE WHITE HOUSE, February 13, 1995.

GENERAL EXPLANATION OF THE MIDDLE-CLASS
BILL OF RIGHTS TAX RELIEF ACT OF 1995
TAX CREDIT FOR DEPENDENT CHILDREN
Current law

A tax exemption, in the form of a deduc-
tion, is allowed for each taxpayer and for
each dependent of a taxpayer. A dependent
includes a child of the taxpayer who is sup-
ported by the taxpayer and is under age 19 at
the close of the calendar year or is a student
under age 24. The deduction amount is $2,500
for tax year 1995. This amount is indexed an-
nually for inflation.

In addition to an exemption for each child,
three other tax benefits may accrue to tax-
payers with dependent or otherwise quali-
fying children: the credit for child and de-
pendent care expenses, the exclusion for em-
ployer-provided child and dependent care
benefits, and the earned income tax credit
(EITC).

The EITC is a refundable tax credit based
on the earnings of the taxpayer. The EITC is
restricted to lower-income taxpayers and is
phased out when earnings exceed specified
levels. Although the EITC is available for
taxpayers without dependents or otherwise
qualifying children, the credit rate and in-
come range of the credit are far greater when
the taxpayer has one or more qualifying chil-
dren. In addition, the rate and income range
are higher for taxpayers with two or more
qualifying children than for taxpayers with
only one qualifying child.

Reasons for change

Tax relief for middle-class families has
been and continues to be an important goal
of this Administration. In 1993, the Adminis-
tration faced a projection of ever-increasing
deficits. Bringing the deficit under control
and providing tax relief for the working poor
through an expansion of the EITC were the
first priorities. Having achieved more favor-
able than projected results from the deficit
reduction program introduced in 1993, the
Administration can now turn to providing
tax relief to middle-income families.

Tax relief to taxpayers with children is
needed to adjust the relative tax burdens of
smaller and larger families to reflect more
accurately their relative abilities to pay
taxes. Available resources should be targeted
to those in greatest need and at greatest
risk.

Proposal

A nonrefundable tax credit, which would be
applied after the EITC, would be allowed for
each dependent child under age 13. It would
be phased in, at $300 per child for tax years
1996, 1997, and 1998, and $500 per child for 1999
and thereafter. The credit would not reduce
any alternative minimum tax liability. The
credit would be phased out for taxpayers
with adjusted gross income between $60,000
and $75,000. Beginning in the year 2000, both
the amount of the credit and the phase-out
range would be indexed for the effects of in-
flation.

Taxpayers claiming the dependent child
credit would be required to provide valid so-
cial security numbers for themselves, their
spouses, and their children who qualify for
the credit. The procedures that would apply
for determining the validity of social secu-
rity numbers under the EITC, discussed
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below, would apply for purposes of the de-
pendent child credit.

REVENUE ESTIMATE

[In billions of dollars]

Fiscal years—
1997 1998

Total

1995 1996 1999 2000

Tax credit
for de-
pendent

children 0 -35 -68 —-66 -—-83 —101 —354

EDUCATION AND JOB TRAINING TAX DEDUCTION
Current law

Taxpayers generally may not deduct the
expenses of higher education and training.
There are, however, special circumstances in
which deductions for educational expenses
are allowed, or in which the payment of edu-
cational expenses by others is excluded from
income.

Educational expenses may be deductible,
but only if the taxpayer itemizes, and only
to the extent that the expenses, along with
other miscellaneous itemized deductions, ex-
ceed two percent of adjusted gross income
(AGI). A deduction for educational purposes
is allowed only if the education maintains or
improves a skill required in the individual’s
employment or other trade or business, or is
required by the individual’s employer, or by
law or regulation for the individual to retain
his or her current job.

The interest from qualified U.S. savings
bonds is excluded from a taxpayer’s gross in-
come to the extent the interest is used to
pay qualified educational expenses. To be
qualified, the savings bonds must be pur-
chased after December 31, 1989, by a person
who has attained the age of 25. Qualified edu-
cational expenses consist of tuition and fees
for enrollment of the taxpayer, the tax-
payer’s spouse, or the taxpayer’s dependent
at a public or non-profit institution of higher
education, including two-year colleges and
vocational schools.

Reasons for change

Deductions for educational expenses com-
bine needed tax relief with preparation for
new economic imperatives. The expenses of
higher education place a significant burden
on many middle-class families. Grants and
subsidized loans are available to students
from low- and moderate-income families;
high-income families can afford the costs of
higher education.

Well-educated workers are essential to an
economy experiencing technological change
and facing global competition. The Adminis-
tration believes that reducing the after-tax
cost of education for individuals and families
encourages investment in education and
training while lowering tax burdens for mid-
dle-income taxpayers.

Proposal

A taxpayer would be allowed to deduct
qualified educational expenses paid during
the taxable year for the education or train-
ing of the taxpayer, the taxpayer’s spouse, or
the taxpayer’s dependent. The deduction
would be allowed in determining AGI. There-
fore, taxpayers could claim the deduction
even if they do not itemize and even if they
do not meet the two-percent AGI floor on
itemized deductions.

Qualified educational expenses would be
defined as tuition and fees charged by edu-
cational institutions that are directly re-
lated to an eligible student’s course of study
(e.g., registration fees, laboratory fees, and
extra charges for ©particular courses).
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Charges and expenses associated with meals,
lodging, student activities, athletics, health
care, transportation, books and similar per-
sonal, living or family expenses would not be
included. The expenses of education involv-
ing sports, games, or hobbies would not be
qualified educational expenses unless the
education is required as part of a degree pro-
gram or related to the student’s current pro-
fession.

Qualified educational expenses would be
deductible in the year the expenses are paid,
subject to the requirement that the edu-
cation commences or continues during that
year or during the first three months of the
next year. Qualified educational expenses
paid with the proceeds of a loan generally
will be deductible (rather than repayment of
the loan itself). Normal tax benefit rules
would apply to refunds (and reimbursements
through insurance) of previously deducted
tuition and fees.

In 1996, 1997, and 1998, the maximum deduc-
tion would be $5,000. In 1999 and thereafter,
this maximum would increase to $10,000. The
deduction would be phased out ratably for
taxpayers with modified AGI between $70,000
and $90,000 ($100,000 and $120,000 for joint re-
turns). Modified AGI would include taxable
Social Security benefits and amounts other-
wise excluded with respect to income earned
abroad (or income from Puerto Rico or U.S.
possessions). Beginning in 2000, the income
phase-out range would be indexed for infla-
tion.

Any amount taken into account as a quali-
fied educational expense would be reduced by
educational assistance that is not required
to be included in the gross income of either
the student or the taxpayer claiming the de-
duction. Thus, qualified educational ex-
penses would be reduced by scholarship or
fellowship grants excludable from gross in-
come under section 117 of the Internal Rev-
enue Code (even if the grants are used to pay
expenses other than qualified educational ex-
penses) and any educational assistance re-
ceived as veterans’ benefits. However, no re-
duction would be required for a gift, bequest,
devise or inheritance within the meaning of
section 102(a).

An eligible student would be one who is en-
rolled or accepted for enrollment in a degree,
certificate, or other program (including a
program of study abroad approved for credit
by the institution at which such student is
enrolled) leading to a recognized educational
credential at an eligible institution. The stu-
dent must pursue a course of study on at
least a half-time basis (or be taking a course
to improve or acquire job skills), cannot be
enrolled in an elementary or secondary
school, and cannot be a nonresident alien.
Educational institutions would determine
what constitutes a half-time basis for indi-
vidual programs.

“Eligible institution’ is defined by ref-
erence to section 481 of the Higher Education
Act. Such institutions must have entered
into an agreement with the Department of
Education to participate in the student loan
program. This definition includes certain
proprietary institutions.

This proposal would not affect deductions
claimed under any other section of the Code,
except that any amount deducted under an-
other section of the Code could not also be
deducted under this provision. An eligible
student would not be eligible to claim a de-
duction under this provision if that student
could be claimed as a dependent of another
taxpayer.
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REVENUE ESTIMATE

[In billions of dollars]
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Fiscal years—
1997 1998 1999

1995 1996 2000  Total

Education and job training tax deduction

0 -07 —-47 -50 -58 -76 -—-237

EXPANDED INDIVIDUAL RETIREMENT ACCOUNTS
Current law

Under current law, an individual may
make deductible contributions to an indi-
vidual retirement account or individual re-
tirement annuity (IRA) up to the lesser of
$2,000 or compensation (wages and self-em-
ployment income). If the individual (or the
individual’s spouse) is an active participant
in an employer-sponsored retirement plan,
the $2,000 limit on deductible contributions
is phased out for couples filing a joint return
with adjusted gross income (AGI) between
$40,000 and $50,000, and for single taxpayers
with AGI between $25,000 and $35,000. To the
extent that an individual is not eligible for
deductible IRA contributions, he or she may
make nondeductible IRA contributions (up
to the contributions limit).

The earnings on IRA account balances are
not included in income until they are with-
drawn. Withdrawals from an IRA (other than
withdrawals of nondeductible contributions)
are includable in income, and must begin by
age 70%. Amounts withdrawn before age 59%
are generally subject to an additional 10 per-
cent penalty tax. The penalty tax does not
apply to distributions upon the death or dis-
ability of the taxpayer or withdrawals in the
form of substantially equal periodic pay-
ments over the life (or life expectancy) of the
IRA owner or over the joint lives (or life
expectancies) of the IRA owner and his or
her beneficiary.

Reasons for change

The Nation’s savings rate has declined dra-
matically since the 1970’s. The Administra-
tion believes that increasing the savings rate
is essential if the United States is to sustain
a sufficient level of private investment into
the next century. Without adequate invest-
ment, the continued healthy growth of the
economy is at risk. The Administration is
also concerned that many households are not
saving enough to provide for long-term needs
such as retirement and education.

The Administration believes that individ-
uals should be encouraged to save, and that
tax policies can provide a significant incen-
tive. Under current law, however, savings in-
centives in the form of deductible IRAs are
not available to all middle-income tax-
payers. Furthermore, the present-law income
thresholds for deductible IRAs and the max-
imum contribution amount are not indexed
for inflation, so that fewer Americans are el-
igible to make a deductible IRA contribution
each year, and the amount of the maximum
contribution is declining in real terms over
time. The Administration also believes that
providing taxpayers with the option of mak-
ing IRA contributions that are nondeduct-
ible but can be withdrawn tax free will pro-
vide an alternative savings vehicle that
some middle-income taxpayers may find
more suitable for their savings needs.

Individuals save for many purposes besides
retirement. Broadening the tax incentives
for non-retirement saving can be an impor-
tant element in any proposal to increase the
Nation’s savings rate. Expanding the flexi-
bility of IRAs to meet a wider variety of sav-
ings needs, such as first-time home pur-
chases, higher education expenditures, un-
employment and catastrophic medical and

nursing home expenses, should prove to be
more attractive to many taxpayers than ac-
counts limited to retirement savings.

Proposal

Expand Deductible IRAs: Under the pro-
posal the income thresholds and phase-out
ranges for deductible IRAs would be doubled;
therefore, eligibility would be phased out for
couples filing joint returns with AGI be-
tween $80,000 and $100,000 and for single indi-
viduals with AGI between $50,000 and $70,000.
The income thresholds and the present-law
annual contribution limit of $2,000 would be
indexed for inflation. As under current law,
any individual who is not an active partici-
pant in an employer-sponsored plan and
whose spouse is also not an active partici-
pant would be eligible for deductible IRAs
regardless of income.

Under the proposal, the IRA contribution
limit would be coordinated with the current
law limits on elective deferrals under quali-
fied cash or deferred arrangements (sec.
401(k) plans), tax-sheltered annuities (sec.
403(b) annuities), and similar plans. The pro-
posal also would provide that the present-
law rule permitting penalty-free IRA with-
drawals after an individual reaches age 59%
does not apply in the case of amounts attrib-
utable to contributions made during the pre-
vious five years. This provision does not
apply to amounts rolled over from tax-quali-
fied plans or tax-sheltered annuities.

These provisions would be effective Janu-
ary 1, 1996.

Special IRAs: Each individual eligible for a
traditional deductible IRA would have the
option of contributing an amount up to the
contribution limit to either a deductible IRA
or to a new ‘‘Special IRA.” Contributions to
a Special IRA would not be deductible, but if
the contributions remained in the account
for at least five years, distributions of the
contributions and earnings thereon would be
tax-free. Withdrawals of earnings from Spe-
cial IRAs during the five-year period after
contribution would be subject to ordinary in-
come tax. In addition, such withdrawals
would be subject to the 10-percent penalty
tax on early withdrawals unless used for one
of the four purposes described below.

The proposal would permit individuals
whose AGI for a taxable year did not exceed
the upper end of the new income eligibility
limits to convert balances in deductible
IRAs into Special IRAs without being sub-
ject to the 10-percent tax on early with-
drawals. The amount transferred from the
deductible IRA to the Special IRA generally
would be includable in the individual’s in-
come in the year of the transfer. However, if
a transfer was made before January 1, 1997,
the transferred amount included in the indi-
vidual’s income would be spread evenly over
four taxable years.

The Special IRA provisions would be effec-
tive January 1, 1996.

Penalty-Free Distributions. Amounts could
be withdrawn penalty-free from deductible
IRAs and Special IRAs within the five-year
period after contribution, if the taxpayer
used the amounts to pay post-secondary edu-
cation costs, to buy or build a first home, to
cover living costs if unemployed, or to pay
catastrophic medical expenses (including
certain nursing home costs).

a. Education expenses:

Penalty-free withdrawals would be allowed
to the extent the amount withdrawn is used
to pay qualified higher education expenses of
the taxpayer, the taxpayer’s spouse, the tax-
payer’s dependent, or the taxpayer’s child or
grandchild (even if not a dependent). In gen-
eral, a withdrawal for qualified higher edu-
cation expenses would be subject to the same
requirements as the deduction for qualified
educational expenses (e.g., the expenses are
tuition and fees that are charged by edu-
cational institutions and are directly related
to an eligible student’s course of study).

b. First-time home purchasers:

Penalty-free withdrawals would be allowed
to the extent the amount withdrawn is used
to pay qualified acquisition, construction, or
reconstruction costs with respect to a prin-
cipal residence of a first-time home buyer
who is the taxpayer, the taxpayer’s spouse,
or the taxpayer’s child or grandchild. A first-
time home buyer would be any individual
(and if married, the individual’s spouse) who
(1) did not own an interest in a principal res-
idence during the three years prior to the
purchase of a home and (2) was not in an ex-
tended period for rolling over gain from the
sale of a principal residence.

c. Unemployment:

Penalty-free withdrawals could be made by
an individual after the individual is sepa-
rated from employment if (1) the individual
has received unemployment compensation
for 12 consecutive weeks and (2) the with-
drawal is made in the taxable year in which
the unemployment compensation is received
for the succeeding taxable year.

d. Medical care expenses and nursing home
costs:

The proposal would extend to IRAs the
present-law exception to the early with-
drawal tax for distributions from tax-quali-
fied plans and tax-sheltered annuities for
certain medical care expenses (deductible
medical expenses that are subject to a floor
of 7.5 percent of AGI) and expand the excep-
tion for IRAs to allow withdrawal for med-
ical care expenses of the taxpayer’s child,
grandchild, parent or grandparent, whether
or not such person otherwise qualifies as the
taxpayer’s dependent.

In addition, for purposes of the exemption
from the 10 percent tax on early withdrawals
for distributions from IRAs, the definition of
medical care would include expenses for
qualified long-term care services for inca-
pacitated individuals. Qualified long-term
care services generally would be services
that are required by an incapacitated indi-
vidual, where the primary purpose of the
services is to provide needed assistance with
any activity of daily living or protection
from threats to health and safety due to se-
vere cognitive impairment. An incapacitated
individual generally would be a person who
is certified by a licensed professional within
the preceding 12-month period as being un-
able to perform without substantial assist-
ance at least two activities of daily living, or
as having severe cognitive impairment.

These provisions would be effective Janu-
ary 1, 1996.
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Expanded individual retirement accounts

Mr. DASCHLE. Mr. President, I am
pleased to join my distinguished col-
league from New York, the ranking
member of the Finance Committee, in
introducing the President’s Middle-
Class Bill of Rights, a modest package
of measures that will make it easier for
middle-income Americans to raise
their children, educate themselves and/
or their children, and save for retire-
ment.

These proposals are in stark contrast
to the tax cut proposals advanced by
Republicans. The tax cuts in the Re-
publican Contract With America would
cost four times as much as the Presi-
dent’s tax cuts over the next 10 years,
with the overwhelming majority of the
benefit going to those making more
than $100,000.

According to a recent report prepared
by the Joint Committee on Taxation,
while the Republican tax cuts would
cost $200 billion over the first 5 years,
that cost would balloon to $704 billion
over 10 years. The President’s Middle-
Class Bill of Rights would cost less
than a quarter of that amount—$171
billion—over a 10-year period.

In other words, Republicans are pro-
posing tax cuts that will benefit the
middle class, while at the same time
asking those same middle-income
Americans to pay for tax cuts for high-
income taxpayers that are three times
as large. That doesn’t sound like a fair
deal to me.

While there are some similarities be-
tween the President’s tax cuts and
those contained in the Contract With
America, the principal difference is
that the contract includes tax cuts for
high-income people and large corpora-
tions. And, as far as their impact on
the budget and middle-income tax-
payers is concerned, it is an exceed-
ingly large difference.

Another way the President’s tax cuts
can be distinguished from Republican
proposals is that the President would
provide middle-income tax relief spe-
cifically for higher education and job
training. Education and job training
expenses are among the largest costs
faced by middle-income families. Yet,
education and job training are critical
tools needed by middle-class Ameri-
cans to build more quality of life for
themselves and their children.

Mr. President, I understand that the
Finance Committee already has held
hearings on the President’s proposal,
and I look forward to reviewing the
committee’s report on the testimony
presented at those hearings.

By Mr. MOYNIHAN (for himself

and Mr. DASCHLE) (by request):

S. 453. A bill to amend the Internal
Revenue Code of 1986 to modify the eli-

gibility criteria for the earned income
tax credit, to improve tax compliance
by U.S. persons establishing or bene-
fiting from foreign trusts, and for other
purposes; to the Committee on Fi-
nance.

THE TAX COMPLIANCE ACT OF 1995

Mr. MOYNIHAN. Mr. President, as
ranking member of the Committee on
Finance, I am today joining with the
Democratic leader in introducing a
bill, at the request of the administra-
tion, containing the statutory provi-
sions that implement the tax compli-
ance proposals in the President’s fiscal
year 1996 budget submission.

By making statutory language avail-
able early in the legislative process,
the administration has aided the proc-
ess of Senate consideration of these
provisions. This legislation also will
serve to answer many of the questions
that the public may have with respect
to the President’s tax proposals.

I want to thank the administration
for providing this level of detail in so
timely a fashion, and I look forward to
working with them on these proposals
in the coming months.

Mr. President, I ask unanimous con-
sent that the text of the bill and addi-
tional material be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 453

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

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Tax Compliance Act of 1995,

(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; amendment of 1986 Code.

TITLE I—PROVISIONS RELATING TO THE
EARNED INCOME CREDIT

Sec. 101. Earned income tax credit denied to
individuals not authorized to be
employed in the United States.

Sec. 102. Earned income tax credit denied to
individuals with substantial un-
earned income.

TITLE II—PROVISIONS RELATING TO
INTERNATIONAL TAXATION

Sec. 201. Revision of tax rules on expatria-
tion.

Sec. 202. Improved information reporting on
foreign trusts.

Sec. 203. Modification of rules relating to
foreign trusts having one or
more United States bene-
ficiaries.

Sec. 204. Foreign persons not to be treated
as owners under grantor trust
rules.

Gratuitous transfers by partner-
ships and foreign corporations.

Information reporting regarding
large foreign gifts.

Modification of rules relating to
foreign trusts which are not
grantor trusts.

Sec. 208. Residence of estates and trusts.

TITLE III—ADDITIONAL EMPOWERMENT

ZONES

Sec. 301. Additional empowerment zones.

TITLE I—PROVISIONS RELATING TO THE
EARNED INCOME CREDIT
SEC. 101. EARNED INCOME TAX CREDIT DENIED
TO INDIVIDUALS NOT AUTHORIZED
TO BE EMPLOYED IN THE UNITED
STATES.

(a) IN GENERAL.—Section 32(c)(1) (relating
to individuals eligible to claim the earned
income tax credit) is amended by adding at
the end the following new subparagraph:

‘“(F) IDENTIFICATION NUMBER REQUIRE-
MENT.—The term ‘eligible individual’ does
not include any individual who does not in-
clude on the return of tax for the taxable
year—

‘(i) such individual’s taxpayer identifica-
tion number, and

‘“(ii) if the individual is married (within
the meaning of section 7703), the taxpayer
identification number of such individual’s
spouse.”’

(b) SPECIAL IDENTIFICATION NUMBER.—Sec-
tion 32 is amended by adding at the end the
following new subsection:

“(k) IDENTIFICATION NUMBERS.—Solely for
purposes of subsections (c)A)(F) and
(¢)3)(D), a taxpayer identification number
means a social security number issued to an
individual by the Social Security Adminis-
tration (other than a social security number
issued pursuant to clause (II) (or that por-
tion of clause (III) that relates to clause (II))
of section 205(c)(2)(B)(i) of the Social Secu-
rity Act).”

(c) EXTENSION OF PROCEDURES APPLICABLE
To MATHEMATICAL OR CLERICAL ERRORS.—
Section 6213(g)(2) (relating to the definition
of mathematical or clerical errors) is amend-
ed by striking ‘‘and’ at the end of subpara-
graph (D), by striking the period at the end
of subparagraph (E) and inserting ‘, and”’,
and by inserting after subparagraph (E) the
following new subparagraph:

“(F) an omission of a correct taxpayer
identification number required under section
23 (relating to credit for families with young-
er children) or section 32 (relating to the
earned income tax credit) to be included on
a return.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.

SEC. 102. EARNED INCOME TAX CREDIT DENIED
TO INDIVIDUALS WITH SUBSTAN-
TIAL UNEARNED INCOME.

(a) IN GENERAL.—Paragraph (1) of section
32(c) (relating to individuals eligible to claim
the earned income tax credit) is amended by
adding at the end the following new subpara-
graph:

“(G) EXCEPTION FOR INDIVIDUAL WITH SUB-
STANTIAL INTEREST AND DIVIDEND INCOME.—
The term ‘eligible individual’ shall not in-
clude any individual if the aggregate amount

Sec. 205.

Sec. 206.

Sec. 207.
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of interest and dividends includible in the
gross income of the taxpayer for the taxable
year exceeds $2,500.”

(b) CONFORMING AMENDMENT.—

(1) Paragraph (2) of section 32(i) (relating
to inflation adjustments) is amended to read
as follows:

¢“(2) UNEARNED INCOME LIMITATION.—In the
case of a taxable year beginning in a cal-
endar year after 1996, the dollar amount con-
tained in subsection (c)(1)(G) shall be in-
creased by an amount equal to—

‘‘(A) such dollar amount, multiplied by

‘“(B) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 1995
for ‘calendar year 1992’ in subparagraph (B)
thereof.
If any amount as adjusted under the pre-
ceding sentence is not a multiple of $50, such
dollar amount shall be rounded to the near-
est multiple of $50.”

(2) Paragraph (1) of section 32(i) is amended

by adding at the end the following new flush
sentence:
“If any amount as adjusted under the pre-
ceding sentence is not a multiple of $10, such
dollar amount shall be rounded to the near-
est multiple of $10.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.
TITLE II—PROVISIONS RELATING TO
INTERNATIONAL TAXATION
SEC. 201. REVISION OF TAX RULES ON EXPATRIA-

TION.

(a) IN GENERAL.—Subpart A of part II of
subchapter N of chapter 1 is amended by in-
serting after section 877 the following new
section:

“SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-
TION.

‘‘(a) GENERAL RULES.—For purposes of this
subtitle—

‘(1) CrTizeENs.—If any United States citizen
relinquishes his citizenship during a taxable
year, all property held by such citizen at the
time immediately before such relinquish-
ment shall be treated as sold at such time
for its fair market value and any gain or loss
shall be taken into account for such taxable
year.

‘“(2) CERTAIN RESIDENTS.—If any long-term
resident of the United States ceases to be
subject to tax as a resident of the United
States for any portion of any taxable year,
all property held by such resident at the
time of such cessation shall be treated as
sold at such time for its fair market value
and any gain or loss shall be taken into ac-
count for the taxable year which includes
the date of such cessation.

“(b) EXCLUSION FOR CERTAIN GAIN.—The
amount which would (but for this sub-
section) be includible in the gross income of
any taxpayer by reason of subsection (a)
shall be reduced (but not below zero) by
$600,000.

‘“(c) PROPERTY TREATED AS HELD.—For pur-
poses of this section, except as otherwise
provided by the Secretary, an individual
shall be treated as holding—

‘(1) all property which would be includible
in his gross estate under chapter 11 were
such individual to die at the time the prop-
erty is treated as sold,

‘(2) any other interest in a trust which the
individual is treated as holding under the
rules of section 679(e) (determined by treat-
ing such section as applying to foreign and
domestic trusts), and

‘“(3) any other interest in property speci-
fied by the Secretary as necessary or appro-
priate to carry out the purposes of this sec-
tion.

“(d) EXCEPTIONS.—The following property
shall not be treated as sold for purposes of
this section:
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‘(1) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other
than stock of a United States real property
holding corporation which does not, on the
date the individual relinquishes his citizen-
ship or ceases to be subject to tax as a resi-

dent, meet the requirements of section
897(c)(2).
‘(2) INTEREST IN CERTAIN RETIREMENT
PLANS.—

‘“(A) IN GENERAL.—Any interest in a quali-
fied retirement plan (as defined in section
4974(d)), other than any interest attributable
to contributions which are in excess of any
limitation or which violate any condition for
tax-favored treatment.

‘(B) FOREIGN PENSION PLANS.—

‘(i) IN GENERAL.—Under regulations pre-
scribed by the Secretary, interests in foreign
pension plans or similar retirement arrange-
ments or programs.

‘(i) LIMITATION.—The value of property
which is treated as not sold by reason of this
subparagraph shall not exceed $500,000.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) RELINQUISHMENT OF CITIZENSHIP.—A
citizen shall be treated as relinquishing his
United States citizenship on the date the
United States Department of State issues to
the individual a certificate of loss of nation-
ality or on the date a court of the United
States cancels a naturalized citizen’s certifi-
cate of naturalization.

““(2) LONG-TERM RESIDENT.—

‘“(A) IN GENERAL.—The term ‘long-term
resident’ means any individual (other than a
citizen of the United States) who is a lawful
permanent resident of the United States and,
as a result of such status, has been subject to
tax as a resident in at least 10 taxable years
during the period of 15 taxable years ending
with the taxable year during which the sale
under subsection (a) is treated as occurring.

‘(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), there shall not be taken into
account—

‘(i) any taxable year during which any
prior sale is treated under subsection (a) as
occurring, or

‘“(ii) any taxable year prior to the taxable
year referred to in clause (i).

“(f) TERMINATION OF DEFERRALS, ETC.—On
the date any property held by an individual
is treated as sold under subsection (a)—

“(1) any period deferring recognition of in-
come or gain shall terminate, and

‘“(2) any extension of time for payment of
tax shall cease to apply and the unpaid por-
tion of such tax shall be due and payable.

‘“(g) ELECTION BY EXPATRIATING RESI-
DENTS.—Solely for purposes of determining
gain under subsection (a)—

‘(1) IN GENERAL.—At the election of a resi-
dent not a citizen of the United States, prop-
erty—

‘“(A) which was held by such resident on
the date the individual first became a resi-
dent of the United States during the period
of long-term residency to which the treat-
ment under subsection (a) relates, and

‘(B) which is treated as sold under sub-
section (a),
shall be treated as having a basis on such
date of not less than the fair market value of
such property on such date.

‘“(2) ELECTION.—Such an election shall
apply to all property described in paragraph
(1), and, once made, shall be irrevocable.

“(h) DEFERRAL OF TAX ON CLOSELY HELD
BUSINESS INTERESTS.—The District Director
may enter into an agreement with any indi-
vidual which permits such individual to
defer payment for not more than 5 years of
any tax imposed by subsection (a) by reason
of holding any interest in a closely held busi-
ness (as defined in section 6166(b)) other than
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a United States real property interest de-
scribed in subsection (d)(1).

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

*(j) CROSS REFERENCE.—

“For termination of United States citizen-
ship for tax purposes, see section
7701(a)(47).”

(b) DEFINITION OF TERMINATION OF UNITED
STATES CITIZENSHIP.—Section 7701(a) is
amended by adding at the end the following
new paragraph:

¢(47) TERMINATION OF UNITED STATES CITI-
ZENSHIP.—An individual shall not cease to be
treated as a United States citizen before the
date on which the individual’s citizenship is
treated as relinquished under section
877A(e)(1).”

(c) CONFORMING AMENDMENTS.—

(1) Section 877 is amended by adding at the
end the following new subsection:

“(f) TERMINATION.—This section shall not
apply to any individual who is subject to the
provisions of section 877A.”

(2) Paragraph (10) of section T7701(b) is
amended by adding at the end the following
new sentence: ‘‘This paragraph shall not
apply to any individual who is subject to the
provisions of section 877A.”

(d) CLERICAL AMENDMENT.—The table of
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the
following new item:

“Sec. 8T7TA. Tax responsibilities of expatria-
tion.”

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to—

(1) United States citizens who relinquish
(within the meaning of section 877A(e)(1) of
the Internal Revenue Code of 1986, as added
by this section) United States citizenship on
or after February 6, 1995, and

(2) long-term residents (as defined in such
section) who cease to be subject to tax as
residents of the United States on or after
such date.

SEC. 202. IMPROVED INFORMATION REPORTING
ON FOREIGN TRUSTS.

(a) IN GENERAL.—Section 6048 (relating to
returns as to certain foreign trusts) is
amended to read as follows:

“SEC. 6048. INFORMATION WITH RESPECT TO
CERTAIN FOREIGN TRUSTS.

‘‘(a) NOTICE OF CERTAIN EVENTS.—

‘(1) GENERAL RULE.—On or before the 90th
day (or such later day as the Secretary may
prescribe) after any reportable event, the re-
sponsible party shall—

““(A) notify each trustee of the trust of the
requirements of subsection (b), and

‘(B) provide written notice of such event
to the Secretary in accordance with para-
graph (2).

‘“(2) CONTENTS OF NOTICE.—The notice re-
quired by paragraph (1)(B) shall contain such
information as the Secretary may prescribe,
including—

‘““(A) the amount of money or other prop-
erty (if any) transferred to the trust in con-
nection with the reportable event,

‘“(B) the identity of the trust and of each
trustee and beneficiary (or class of bene-
ficiaries) of the trust, and

“(C) a statement that each trustee of the
trust has been informed of the requirements
of subsection (b).

‘“(3) REPORTABLE EVENT.—For purposes of
this subsection, the term ‘reportable event’
means—

‘“(A) the creation of any foreign trust by a
United States person,

‘(B) the transfer of any money or property
to a foreign trust by a United States person,
including a transfer by reason of death,
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“(C) a domestic trust becoming a foreign
trust,

‘(D) the death of a citizen or resident of
the United States who is a grantor of a for-
eign trust, and

‘““(E) the residency starting date (within
the meaning of section 7701(b)(2)(A)) of a
grantor of a foreign trust subject to tax
under section 679(a)(3).

Subparagraphs (A) and (B) shall not apply
with respect to a trust described in section
404(a)(4) or 404A.

‘“(4) RESPONSIBLE PARTY.—For purposes of
this subsection, the term ‘responsible party’
means—

“‘(A) the grantor in the case of a reportable
event described in subparagraph (A) or (E) of
paragraph (3),

“(B) the transferor in the case of a report-
able event described in paragraph (3)(B)
other than a transfer by reason of death,

“(C) the trustee of the domestic trust in
the case of a reportable event described in
paragraph (3)(C), and

‘(D) the executor of the decedent’s estate
in the case of a transfer by reason of death.

““(b) TRUST REPORTING REQUIREMENTS.—If a
foreign trust, at any time during a taxable
year of such trust—

‘(1) has a grantor who is a United States
person and—

“‘(A) such grantor is treated as the owner
of any portion of such trust under the rules
of subpart E of part I of subchapter J of
chapter 1, or

‘(B) any portion of such trust would be in-
cluded in the gross estate of such grantor if
the grantor were to die at such time, or

‘“(2) directly or indirectly distributes, cred-
its, or allocates money or property to any
United States person (whether or not the
trust has a grantor described in paragraph
@),
then such trust shall meet the requirements
of subsection (c) (relating to trust informa-
tion and agent) and subsection (d) (relating
to annual return).

‘“(c) CONTENTS OF SECTION 6048 STATE-
MENT.—

‘(1) IN GENERAL.—The requirements of this
subsection are met if the trust files with the
Secretary a statement which contains such
information as the Secretary may prescribe
and which—

“‘(A) identifies a United States person who
is the trust’s limited agent to provide the
Secretary with such information that rea-
sonably should be available to the trust for
purposes of applying sections 7602, 7603, and
7604 with respect to any request by the Sec-
retary to examine trust records or produce
testimony related to any transaction by the
trust or with respect to any summons by the
Secretary for such records or testimony, and

‘(B) contains an agreement to comply with
the requirements of subsection (d).

‘“(2) SPECIAL RULE.—A foreign trust which
appoints an agent described in paragraph
(1)(A) shall not be considered to have an of-
fice or a permanent establishment in the
United States solely because of the activities
of such agent pursuant to this section. For
purposes of this section, the appearance of
persons or production of records by reason of
the creation of the agency shall not subject
such persons or records to legal process for
any purpose other than determining the cor-
rect treatment under this title of the activi-
ties and operations of the trust.

‘(d) ANNUAL RETURNS AND STATEMENTS.—
The requirements of this subsection are met
if—

‘(1) the trust makes a return for the tax-
able year which sets forth a full and com-
plete accounting of all trust activities and
operations for the taxable year, and contains
such other information as the Secretary may
prescribe; and
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‘(2) the trust furnishes such information
as the Secretary may prescribe to each
United States person—

““(A) who is treated as the owner of any
portion of such trust under the rules of sub-
part E of part I of subchapter J of chapter 1,

‘“(B) to whom any item with respect to the
taxable year is credited or allocated, or

‘“(C) who receives a distribution from such
trust with respect to the taxable year.

‘“(e) TIME AND MANNER OF FILING INFORMA-
TION.—Any notice, statement, or return re-
quired under this section shall be made at
such time and in such manner as the Sec-
retary shall prescribe.

“(f) MODIFICATION OF RETURN REQUIRE-
MENTS.—The Secretary is authorized to sus-
pend or modify any requirement of this sec-
tion if the Secretary determines that the
United States has no significant tax interest
in obtaining the required information.”

(b) PENALTIES.—Section 6677 (relating to
failure to file information returns with re-
spect to certain foreign trusts) is amended to
read as follows:

“SEC. 6677. FAILURE TO FILE INFORMATION
WITH RESPECT TO CERTAIN FOR-
EIGN TRUSTS.

‘“(a) FAILURE To
EVENTS.—

‘(1) IN GENERAL.—In the case of a report-
able event described in any subparagraph of
section 6048(a)(3) for which a responsible
party does not file a written notice meeting
the requirements of section 6048(a)(2) within
the time specified in section 6048(a)(1), the
responsible party shall pay a penalty of
$10,000. If any failure described in the pre-
ceding sentence continues for more than 90
days after the day on which the Secretary
mails notice of such failure to the respon-
sible party, such party shall pay a penalty
(in addition to the $10,000 amount) of $10,000
for each 30-day period (or fraction thereof)
during which such failure continues after the
expiration of such 90-day period.

‘“(2) 35-PERCENT PENALTY.—In the case of a
reportable event described in subparagraph
(A), (B), or (C) of section 6048(a)(3) (other
than a transfer by reason of death), the ag-
gregate amount of the penalties under para-
graph (1) shall not be less than an amount
equal to 35 percent of the gross value of the
property involved in such event (determined
as of the date of the event).

‘“(3) RESPONSIBLE PARTY.—For purposes of
this subsection, the term ‘responsible party’
has the meaning given to such term by sec-
tion 6048(a)(4).

“(b) FAILURE TO MAKE CERTAIN STATE-
MENTS AND RETURNS.—

‘(1) IN GENERAL.—In the case of any failure
to meet the requirements of section 6048(b),
the appropriate tax treatment of any trust
transactions or operations shall be deter-
mined by the Secretary in the Secretary’s
sole discretion from the Secretary’s own
knowledge or from such information as the
Secretary may obtain through testimony or
otherwise.

‘“(2) MONETARY PENALTY.—In the case of
any failure to meet the requirements of sec-
tion 6048(b) with respect to a trust described
in such section by reason of paragraph (1)
thereof, the grantor described in such para-
graph (1) shall pay a penalty of $10,000 for
each taxable year with respect to which the
foreign trust fails to meet such require-
ments. If any failure described in the pre-
ceding sentence continues for more than 90
days after the day on which the Secretary
mails notice of such failure to such grantor,
such grantor shall pay a penalty (in addition
to any other penalty) of $10,000 for each 30-
day period (or fraction thereof) during which
such failure continues after the expiration of
such 90-day period.

“(c) REASONABLE CAUSE EXCEPTION.—No
penalty shall be imposed by this section on
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any failure which is shown to be due to rea-
sonable cause and not due to willful neglect.
The fact that a foreign jurisdiction would
impose a civil or criminal penalty on the
taxpayer (or any other person) for disclosing
the requested documentation is not reason-
able cause.

‘‘(d) DEFICIENCY PROCEDURES NoT To
APPLY.—Subchapter B of chapter 63 (relating
to deficiency procedures for income, estate,
gift, and certain excise taxes) shall not apply
in respect of the assessment or collection of
any penalty imposed by this section.”

(¢) CLERICAL AMENDMENTS.—

(1) The table of sections for subpart B of
part III of subchapter A of chapter 61 is
amended by striking the item relating to
section 6048 and inserting the following new
item:

‘“Sec. 6048. Information with respect to cer-
tain foreign trusts.”

(2) The table of sections for part I of sub-
chapter B of chapter 68 is amended by strik-
ing the item relating to section 6677 and in-
serting the following new item:

‘“Sec. 6677. Failure to file information with
respect to certain foreign
trusts.”

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply—

(A) to reportable events occurring on or
after February 6, 1995, and

(B) to the extent such amendments require
reporting for any taxable year under section
6048(b) of the Internal Revenue Code of 1986
(as added by this section), to taxable years
beginning after the date of the enactment of
this Act.

(2) NotIicEs.—For purposes of section
6048(a) of such Code, the 90th day referred to
therein shall in no event be treated as being
earlier than the 90th day after the date of
the enactment of this Act.

SEC. 203. MODIFICATION OF RULES RELATING TO
FOREIGN TRUSTS HAVING ONE OR
MORE UNITED STATES BENE-
FICIARIES.

(a) IN GENERAL.—Section 679 (relating to
foreign trusts having one or more United
States beneficiaries) is amended to read as
follows:

“SEC. 679. FOREIGN TRUSTS
MORE UNITED
FICIARIES.

‘‘(a) TRANSFEROR TREATED AS OWNER.—

‘(1) IN GENERAL.—A United States person
who directly or indirectly transfers property
to a foreign trust (other than a trust de-
scribed in section 404(a)(4) or section 404A)
shall be treated as the owner for his taxable
year of the portion of such trust attributable
to such property if for such year there is a
United States beneficiary of such trust.

¢“(2) EXCEPTION.—

‘“‘(A) IN GENERAL.—Paragraph (1) shall not
apply to any sale or exchange of property to
a trust if—

‘(i) the trust pays fair market value for
such property, and

¢“(ii) all of the gain to the transferor is rec-
ognized at the time of transfer.

“(B) CERTAIN OBLIGATIONS NOT TAKEN INTO
ACCOUNT.—For purposes of subparagraph (A),
in determining whether the transferor re-
ceived fair market value, there shall not be
taken into account—

‘(i) any obligation of—

‘(I the trust,

‘“(II) any grantor or beneficiary of the
trust, or

‘“(ITI) any person who is related (within the
meaning of section 643(i)(3)) to any grantor
or beneficiary of the trust, and

‘“(ii) except as provided in regulations, any
obligation which is guaranteed by a person
described in clause (i).

HAVING ONE OR
STATES BENE-
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¢(C) TREATMENT OF DEEMED SALE ELECTION
UNDER SECTION 1057.—For purposes of subpara-
graph (A), a transfer with respect to which
an election under section 1057 is made shall
not be treated as a sale or exchange.

¢“(3) SPECIAL RULES APPLICABLE TO FOREIGN
GRANTOR WHO LATER BECOMES A UNITED
STATES PERSON.—A nonresident alien indi-
vidual who becomes a United States resident
within 5 years after directly or indirectly
transferring property to a foreign trust shall
be treated for purposes of this section and
section 6048 as having transferred such prop-
erty, and any undistributed income (includ-
ing all realized and unrealized gains) attrib-
utable thereto, to the foreign trust imme-
diately after becoming a United States resi-
dent. For this purpose, a nonresident alien
shall be treated as becoming a resident of
the United States on the residency starting
date (within the meaning of section
7701(0)(2)(A)).

‘“(b) BENEFICIARIES TREATED AS TRANS-
FERORS IN CERTAIN CASES.—For purposes of
this section and section 6048, if—

(1) a citizen or resident of the United
States who is treated as the owner of any
portion of a trust under subsection (a) dies,

‘(2) property is transferred to a foreign
trust by reason of the death of a citizen or
resident of the United States, or

““(3) a domestic trust to which any United
States person made a transfer becomes a for-
eign trust,
then, except as otherwise provided in regula-
tions, the trust beneficiaries shall be treated
as having transferred to such trust (as of the
date of the applicable event under paragraph
(1), (2), or (3)) their respective interests (as
determined under subsection (e)) in the prop-
erty involved.

‘“(c) TRUSTS ACQUIRING UNITED STATES
BENEFICIARIES.—If—

‘(1) subsection (a) applies to a trust for the
transferor’s taxable year, and

‘“(2) subsection (a) would have applied to
the trust for the transferor’s immediately
preceding taxable year but for the fact that
for such preceding taxable year there was no
United States beneficiary for any portion of
the trust,
then, for purposes of this subtitle, the trans-
feror shall be treated as having received as
an accumulation distribution taxable under
subpart D an amount equal to the undistrib-
uted net income (as determined under sec-
tion 665(a) as of the close of such imme-
diately preceding taxable year) attributable
to the portion of the trust referred to in sub-
section (a).

‘‘(d) TRUSTS TREATED AS HAVING A UNITED
STATES BENEFICIARY.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, a trust shall be treated as having a
United States beneficiary for the taxable
year unless—

“‘(A) under the terms of the trust, no part
of the income or corpus of the trust may be
paid or accumulated during the taxable year
to or for the benefit of a United States per-
son, and

‘(B) if the trust were terminated at any
time during the taxable year, no part of the
income or corpus of such trust could be paid
to or for the benefit of a United States per-
son.

To the extent provided by the Secretary, for
purposes of this subsection, the term ‘United
States person’ includes any person who was a
United States person at any time during the
existence of the trust.

¢(2) ATTRIBUTION OF OWNERSHIP.—For pur-
poses of paragraph (1), an amount shall be
treated as paid or accumulated to or for the
benefit of a United States person if such
amount is paid to or accumulated for a for-
eign corporation, foreign partnership, or for-
eign trust or estate, and—
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‘“(A) in the case of a foreign corporation,
more than 50 percent of the total combined
voting power of all classes of stock of such
corporation entitled to vote is owned (within
the meaning of section 958(a)) or is consid-
ered to be owned (within the meaning of sec-
tion 958(b)) by United States shareholders (as
defined in section 951(b)),

‘“(B) in the case of a foreign partnership, a
United States person is a partner of such
partnership, or

‘“(C) in the case of a foreign trust or estate,
such trust or estate has a United States ben-
eficiary (within the meaning of paragraph
@).

‘‘(e) DETERMINATION OF BENEFICIARIES’ IN-
TERESTS IN TRUST.—

‘(1) GENERAL RULE.—For purposes of this
section, a beneficiary’s interest in a foreign
trust shall be based upon all relevant facts
and circumstances, including the terms of
the trust instrument and any letter of wishes
or similar document, historical patterns of
trust distributions, and the existence of and
functions performed by a trust protector or
any similar advisor.

‘“(2) SPECIAL RULE.—In the case of bene-
ficiaries whose interests in a trust cannot be
determined under paragraph (1)—

‘“(A) the beneficiary having the closest de-
gree of kinship to the grantor shall be treat-
ed as holding the remaining interests in the
trust not determined under paragraph (1) to
be held by any other beneficiary, and

‘(B) if 2 or more beneficiaries have the
same degree of kinship to the grantor, such
remaining interests shall be treated as held
equally by such beneficiaries.

““(3) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a foreign trust is a corporation,
partnership, trust, or estate, the share-
holders, partners, or beneficiaries shall be
deemed to be the trust beneficiaries for pur-
poses of this section.

‘“(4) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income
tax return—

‘““(A) the methodology used to determine
that taxpayer’s trust interest under this sec-
tion, and

‘(B) if the taxpayer knows (or has reason
to know) that any other beneficiary of such
trust is using a different methodology to de-
termine such beneficiary’s trust interest
under this section.

‘(f) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.”

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to taxable
yvears ending on or after February 6, 1995.

(2) SECTION 679(a).—Paragraphs (2) and (3) of
section 679(a) of the Internal Revenue Code
of 1986 (as added by this section) shall apply
to—

(A) any trust created on or after February
6, 1995, and

(B) the portion of any trust created before
such date which is attributable to actual
transfers of property to the trust on or after
such date.

(3) SECTION 679(b).—

(A) IN GENERAL.—Paragraphs (1) and (2) of
section 679(b) of such Code (as so added) shall
apply to—

(i) any trust created on or after the date of
the enactment of this Act, and

(ii) the portion of any trust created before
such date which is attributable to actual
transfers of property to the trust on or after
such date.

(B) SECTION 679(b)(3).—Section 679(b)(3) of
such Code (as so added) shall take effect on
February 6, 1995, without regard to when the
property was transferred to the trust.
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SEC. 204. FOREIGN PERSONS NOT TO BE TREAT-
ED AS OWNERS UNDER GRANTOR
TRUST RULES.

(a) IN GENERAL.—So much of section 672(f)
(relating to special rule where grantor is for-
eign person) as precedes paragraph (2) is
amended to read as follows:

“(f) SUBPART NOT TO RESULT IN FOREIGN
OWNERSHIP.—

‘(1) IN GENERAL.—Notwithstanding any
other provision of this subpart, this subpart
shall apply only to the extent such applica-
tion results in an amount being included (di-
rectly or through 1 or more entities) in the
gross income of a citizen or resident of the
United States or a domestic corporation. The
preceding sentence shall not apply to any
portion of an investment trust if such trust
is treated as a trust for purposes of this title
and the grantor of such portion is the sole
beneficiary of such portion.”

(b) CREDIT FOR CERTAIN TAXES.—Paragraph
(2) of section 665(d) is amended by adding at
the end the following new sentence: ‘‘Under
rules or regulations prescribed by the Sec-
retary, in the case of any foreign trust of
which the settlor or another person would be
treated as owner of any portion of the trust
under subpart E but for section 672(f), the
term ‘taxes imposed on the trust’ includes
the allocable amount of any income, war
profits, and excess profits taxes imposed by
any foreign country or possession of the
United States on the settlor or such other
person in respect of trust income.”

(c) DISTRIBUTIONS BY CERTAIN FOREIGN
TRUSTS THROUGH NOMINEES.—

(1) Section 643 is amended by adding at the
end the following new subsection:

““(h) DISTRIBUTIONS BY CERTAIN FOREIGN
TRUSTS THROUGH NOMINEES.—For purposes of
this part, any amount paid to a United
States person which is derived directly or in-
directly from a foreign trust of which the
payor is not the grantor shall be deemed in
the year of payment to have been directly
paid by the foreign trust to such United
States person.”

(2) Section 665 is amended by striking sub-
section (c).

(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.

(e) TRANSITIONAL RULE.—If—

(1) by reason of the amendments made by
this section, any person other than a United
States person ceases to be treated as the
owner of a portion of a domestic trust, and

(2) before January 1, 1996, such trust be-
comes a foreign trust, or the assets of such
trust are transferred to a foreign trust,
no tax shall be imposed by section 1491 of the
Internal Revenue Code of 1986 by reason of
such trust becoming a foreign trust or the
assets of such trust being transferred to a
foreign trust.

SEC. 205. GRATUITOUS TRANSFERS BY PARTNER-
SHIPS AND FOREIGN CORPORA-
TIONS.

(a) IN GENERAL.—Subchapter C of chapter
80 (relating to provisions affecting more than
one subtitle) is amended by adding at the
end the following new section:

“SEC. 7874. PURPORTED GIFTS BY PARTNER-
SHIPS AND FOREIGN CORPORA-
TIONS.

‘‘(a) IN GENERAL.—Any property (including
money) that is purportedly a direct or indi-
rect gift by a partnership or a foreign cor-
poration to a person who is not a partner of
the partnership or a shareholder of the cor-
poration, respectively, may be rechar-
acterized by the Secretary to prevent the
avoidance of tax. The Secretary may not re-
characterize gifts made for bona fide busi-
ness or charitable purposes.

“(b) STATEMENTS ON RECIPIENT’S RETURN.—
A taxpayer who receives a purported gift
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subject to subsection (a) shall attach a state-
ment to his income tax return for the year of
receipt that identifies the property received
and describes fully the circumstances sur-
rounding the purported gift.

‘‘(c) EXEMPTION.—Subsection (a) shall not
apply to purported gifts received by any per-
son during any taxable year if the amount
thereof is less than $2,500.

‘(d) REGULATIONS.—The Secretary may
prescribe such rules as may be necessary or
appropriate to carry out the purposes of this
section.”

(b) CLERICAL AMENDMENT.—The table of
sections for such subchapter C is amended by
adding at the end the following new item:

‘“Sec. T7874. Purported gifts by partnerships
and foreign corporations.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
received after the date of the enactment of
this Act.

SEC. 206. INFORMATION REPORTING REGARDING
LARGE FOREIGN GIFTS.

(a) IN GENERAL.—Subpart A of part III of
subchapter A of chapter 61 is amended by in-
serting after section 6039E the following new
section:

“SEC. 6039F. NOTICE OF LARGE GIFTS RECEIVED
FROM FOREIGN PERSONS.

‘‘(a) IN GENERAL.—If the value of the aggre-
gate foreign gifts received by a United States
person (other than an organization described
in section 501(c) and exempt from tax under
section 501(a)) during any taxable year ex-
ceeds $100,000, such United States person
shall furnish (at such time and in such man-
ner as the Secretary shall prescribe) such in-
formation as the Secretary may prescribe re-
garding each foreign gift received during
such year.

‘“(b) FOREIGN GIFT.—For purposes of this
section, the term ‘foreign gift’ means any
amount received from a person other than a
United States person which the recipient
treats as a gift or bequest. Such term shall
not include any qualified transfer (within
the meaning of section 2503(e)(2)).

“(c) PENALTY FOR FAILURE TO FILE INFOR-
MATION.—

‘(1) IN GENERAL.—If a United States person
fails to furnish the information required by
subsection (a) with respect to any foreign
gift within the time prescribed therefor (in-
cluding extensions)—

‘“(A) the tax consequences of the receipt of
such gift shall be determined by the Sec-
retary in the Secretary’s sole discretion
from the Secretary’s own knowledge or from
such information as the Secretary may ob-
tain through testimony or otherwise, and

‘(B) such United States person shall pay
(upon notice and demand by the Secretary
and in the same manner as tax) an amount
equal to b percent of the amount of such for-
eign gift for each month for which the fail-
ure continues (not to exceed 25 percent of
such amount in the aggregate).

‘“(2) REASONABLE CAUSE EXCEPTION.— Para-
graph (1) shall not apply to any failure to re-
port a foreign gift if the United States per-
son shows that the failure is due to reason-
able cause and not due to willful neglect.

“(d) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sec-
tion.”.

(b) CLERICAL AMENDMENT.—The table of
sections for such subpart is amended by in-
serting after the item relating to section
6039E the following new item:

‘“Sec. 6039F. Notice of large gifts received
from foreign persons.”
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to amounts
received after the date of the enactment of

CONGRESSIONAL RECORD — SENATE

this Act in taxable years ending after such

date.

SEC. 207. MODIFICATION OF RULES RELATING TO
FOREIGN TRUSTS WHICH ARE NOT
GRANTOR TRUSTS.

(a) MODIFICATION OF INTEREST CHARGE ON
ACCUMULATION  DISTRIBUTIONS.—Subsection
(a) of section 668 (relating to interest charge
on accumulation distributions from foreign
trusts) is amended to read as follows:

‘‘(a) GENERAL RULE.—For purposes of the
tax determined under section 667(a)—

‘(1 SUM OF INTEREST CHARGES FOR EACH
THROWBACK YEAR.—The interest charge (de-
termined under paragraph (2)) with respect
to any distribution is the sum of the interest
charges for each of the throwback years to
which such distribution is allocated under
section 666(a).

¢‘(2) INTEREST CHARGE FOR YEAR.—EXcept as
provided in paragraph (6), the interest charge
for any throwback year on such year’s allo-
cable share of the partial tax computed
under section 667(b) with respect to any dis-
tribution shall be determined for the pe-
riod—

‘“(A) beginning on the due date for the
throwback year, and

‘“(B) ending on the due date for the taxable
year of the distribution,

by using the rates and method applicable
under section 6621 for underpayments of tax
for such period. For purposes of the pre-
ceding sentence, the term ‘due date’ means
the date prescribed by law (determined with-
out regard to extensions) for filing the re-
turn of the tax imposed by this chapter for
the taxable year.

‘“(3) ALLOCABLE PARTIAL TAX.—For pur-
poses of paragraph (2), a throwback year’s al-
locable share of the partial tax is an amount
equal to such partial tax multiplied by the
fraction—

‘“(A) the numerator of which is the amount
deemed by section 666(a) to be distributed on
the last day of such throwback year, and

‘(B) the denominator of which is the accu-
mulation distribution taken into account
under section 666(a).

‘“(4) THROWBACK YEAR.—For purposes of
this subsection, the term ‘throwback year’
means any taxable year to which a distribu-
tion is allocated under section 666(a).

‘“(5) PERIODS OF NONRESIDENCE.—The period
under paragraph (2) shall not include any
portion thereof during which the beneficiary
was not a citizen or resident of the United
States.

‘“(6) THROWBACK YEARS BEFORE 1996.—In the
case of any throwback year beginning before
1996—

‘“(A) interest for the portion of the period
described in paragraph (2) which occurs be-
fore the first taxable year beginning after
1995 shall be determined by using an interest
rate of 6 percent and no compounding, and

‘(B) interest for the remaining portion of
such period shall be determined as if the par-
tial tax computed under section 667(b) for
the throwback year were increased (as of the
beginning of such first taxable year) by the
amount of the interest determined under
subparagraph (A).”

(b) RULE WHEN INFORMATION NOT AVAIL-
ABLE.—Subsection (d) of section 666 is
amended by adding at the end the following:
“In the case of a distribution from a foreign
trust to which section 6048(b) applies, ade-
quate records shall not be considered to be
available for purposes of the preceding sen-
tence unless such trust meets the require-
ments referred to in such section. If a tax-
payer is not able to demonstrate when a
trust was created, the Secretary may use
any reasonable approximation based on
available evidence.”
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(c) ABUSIVE TRANSACTIONS.—Section 643(a)
is amended by inserting after paragraph (6)
the following new paragraph:

“(Ty ABUSIVE TRANSACTIONS.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out
the purposes of this part, including regula-
tions to prevent avoidance of such pur-
poses.”

(d) TREATMENT OF USE OF TRUST PROP-
ERTY.—Section 643 (relating to definitions
applicable to subparts A, B, C, and D) is
amended by adding at the end the following
new subsection:

‘(1) USE OF FOREIGN TRUST PROPERTY.—

‘(1) GENERAL RULE.—For purposes of sub-
parts B, C, and D, if, during a taxable year of
a foreign trust a trust participant of such
trust directly or indirectly uses any of the
trust’s property, the use value for such tax-
able year shall be treated as an amount paid
to such participant (other than from income
for the taxable year) within the meaning of
sections 661(a)(2) and section 662(a)(2).

‘“(2) EXEMPTION.—Paragraph (1) shall not
apply to any trust participant as to whom
the aggregate use value during the taxable
year does not exceed $2,500.

‘“(3) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subsection—

‘“(A) USE VALUE.—Except as provided in
subparagraph (B), the term ‘use value’ means
the fair market value of the use of property
reduced by any amount paid for such use by
the trust participant or by any person who is
related to such participant.

‘(B) SPECIAL RULE FOR CASH AND CASH
EQUIVALENT.—A direct or indirect loan of
cash, or cash equivalent, by a foreign trust
shall be treated as a use of trust property by
the borrower and the full amount of the loan
principal shall be the use value.

¢“(C) USE BY RELATED PARTY.—

‘(i) Use by a person who is related to a
trust participant shall be treated as use by
the participant.

‘‘(ii) If property is used by any person who
is a related person with respect to more than
one trust participant, then the property
shall be treated as used by the trust partici-
pant most closely related, by blood or other-
wise, to such person.

‘(D) PROPERTY INCLUDES CASH AND CASH
EQUIVALENTS.—The term ‘property’ includes
cash and cash equivalents.

‘“(E) TRUST PARTICIPANT.—The term ‘trust
participant’ means each grantor and bene-
ficiary of the trust.

‘“(F) RELATED PERSON.—A person is related
to a trust participant if the relationship be-
tween such persons would result in a dis-
allowance of losses under section 267(b) or
707(b). In applying section 267 for purposes of
the preceding sentence—

‘(i) section 267(e) shall be applied as if such
person or the trust participant were a pass-
thru entity,

‘‘(ii) section 267(b) shall be applied by sub-
stituting ‘at least 10 percent’ for ‘more than
50 percent’ each place it appears, and

¢“(iii) in determining the family of an indi-
vidual under section 267(c)(4), such section
shall be treated as including the spouse (and
former spouse) of such individual and of each
other person who is treated under such sec-
tion as being a member of the family of such
individual or spouse.

‘(G) SUBSEQUENT TRANSACTIONS REGARDING
LOAN PRINCIPAL.—If any loan described in
subparagraph (B) is taken into account
under paragraph (1), any subsequent trans-
action between the trust and the original
borrower regarding the principal of the loan
(by way of complete or partial repayment,
satisfaction, cancellation, discharge, or oth-
erwise) shall be disregarded for purposes of
this title.”

(e) EFFECTIVE DATES.—
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(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after the date of the enactment of this
Act.

(2) INTEREST CHARGE.—The amendment
made by subsection (a) shall apply to inter-
est for throwback years beginning before, on,
or after the date of the enactment of this
Act.

SEC. 208. RESIDENCE OF ESTATES AND TRUSTS.

(a) TREATMENT AS UNITED STATES PER-
SON.—Paragraph (30) of section 7701(a) is
amended by striking subparagraph (D) and
by inserting after subparagraph (C) the fol-
lowing:

‘(D) any estate or trust if—

‘(i) a court within the United States is
able to exercise primary supervision over the
administration of the estate or trust, and

‘(i) in the case of a trust, one or more
United States fiduciaries have the authority
to control all substantial decisions of the
trust.”

(b) CONFORMING AMENDMENT.—Paragraph
(31) of section 7701(a) is amended to read as
follows:

¢“(31) FOREIGN ESTATE OR TRUST.—The term
‘foreign estate’ or ‘foreign trust’ means any
estate or trust other than an estate or trust
described in section 7701(a)(30)(D).”’

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply—

(1) to taxable years beginning after Decem-
ber 31, 1996, and

(2) at the election of the trustee of a trust,
to taxable years beginning after the date of
the enactment of this Act and on or before
December 31, 1996.

Such an election, once made, shall be irrev-
ocable.

TITLE III—ADDITIONAL EMPOWERMENT
ZONES

SEC. 301. ADDITIONAL EMPOWERMENT ZONES.

(a) IN GENERAL.—Paragraph (2) of section
1391(b) (relating to designations of empower-
ment zones and enterprise communities) is
amended—

(1) by striking ‘9’ and inserting ‘11",

(2) by striking ‘‘6’’ and inserting ‘‘8”’, and

(3) by striking ‘750,000’ and inserting
¢1,000,000"".
(b) EFFECTIVE DATE.—The amendment

made by this section shall take effect on the
date of the enactment of this Act.
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DEPARTMENT OF THE TREASURY,
Washington, DC, February 15, 1995.
Hon. DANIEL PATRICK MOYNIHAN,
Ranking Democratic Member, Committee on Fi-
nance, U.S. Senate, Washington, DC.

DEAR SENATOR MOYNIHAN: I am pleased to
transmit the enclosed Tax Compliance Act of
1995 for your immediate consideration. The
provisions contained in this bill, which were
described in the budget submitted by the
President to Congress February 6, 1995, in-
clude a number of compliance and related
measures. Several proposals are aimed at
curbing offshore tax abuses. One proposal
would close a tax loophole that allows
wealthy Americans to renounce their citi-
zenship and avoid paying tax on appreciated
assets. Another would tighten tax rules gov-
erning foreign trusts set up by U.S. tax-
payers and foreigners. In addition, the
earned income tax credit would be denied to
undocumented workers and individuals
whose interest and dividend income exceeds
$2,500. Finally, the bill would authorize the
designation of two additional urban em-
powerment zones.

An identical bill has been sent to Rep-
resentative Gibbons of the House Ways and
Means Committee, Senate Democratic Lead-
er Daschle, and House Democratic Leader
Gephardt. I urge Congress to give the at-
tached bill prompt and favorable consider-
ation.

The Office of Management and Budget ad-
vises that there is no objection to the pres-
entation of this proposal to the Congress,
and that its enactment would be in accord
with the program of the President.

Sincerely,
ROBERT E. RUBIN,
Secretary of the Treasury.

GENERAL EXPLANATION OF THE TAX
COMPLIANCE ACT OF 1995
EARNED INCOME TAX CREDIT COMPLIANCE
PROPOSALS
Current law

to be eligible for the Earned Income Tax
Credit (EITC), a taxpayer must reside in the
United States for over six months. Non-
resident aliens are not entitled to the EITC
beginning in 1995. Other non-U.S. citizens are
eligible for the EITC if, among other things,
they meet a six-month residency require-
ment and do not file an income tax return as
a non-resident alien.

To claim the higher EITC amounts avail-
able to taxpayers with qualifying children,
those taxpayers are required to provide tax-
payer identification numbers (TINs) for each
qualifying child. Unless otherwise proscribed
by regulation, social security numbers serve

REVENUE ESTIMATE
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as TINs. Some taxpayers are unable to ob-
tain social security numbers. Under section
205(c) of the Social Security Act, social secu-
rity numbers are generally issued only to in-
dividuals who are citizens or who are author-
ized to work in the U.S. Undocumented
workers may not be able to obtain social se-
curity numbers.

The IRS must follow deficiency procedures
when investigating questionable EITC
claims. First, contact letters are sent to the
taxpayer. If the necessary information is not
provided by the taxpayer, a statutory notice
of deficiency is sent by certified mail, noti-
fying the taxpayer that the adjustment will
be assessed unless the taxpayer files a peti-
tion in Tax Court within 90 days. If a peti-
tion is not filed within that time and there
is no other response to the statutory notice,
the assessment is made and the EITC is de-
nied.

Reasons for change

The Administration believes that the EITC
should not be available to individuals who
are not authorized to work in the United
States. During the past year, the Adminis-
tration and Congress have taken steps to im-
prove the administration of the EITC. Fur-
ther steps are desirable to ensure that only
the intended beneficiaries receive the EITC.

Proposal

Only individuals who are authorized to
work in the United States would be eligible
for the EITC. Taxpayers claiming the EITC
would be required to provide a valid social
security number for themselves, their
spouses, and qualifying children. Social secu-
rity numbers would have to be valid for em-
ployment purposes in the United States.
Thus, eligible individuals would include U.S.
citizens and lawful permanent residents.
Taxpayers residing in the United States ille-
gally would not be eligible for the credit.

In addition, the IRS would be authorized to
use the math-error procedures, which are
simpler than deficiency procedures, to re-
solve questions about the validity of a social
security number. Under this approach, the
failure to provide a correct social security
number would be treated as a math error.
Taxpayers would have 60 days in which they
could either provide a correct social security
number or request that the IRS follow the
current-law deficiency procedures. If a tax-
payer failed to respond within this period, he
or she would be required to refile with cor-
rect social security numbers in order to ob-
tain the EITC.

These provisions would be effective for tax
years beginning after December 31, 1995.

Fiscal year—

1995 1996 1997 1998 1999 2000 Total

EITC li proposal

0 0 0.4 0.5 0.5 0.5 19

Tincludes reduction in outlays.

INTEREST AND DIVIDEND TEST FOR EARNED
INCOME TAX CREDIT

Current law

To be eligible to receive the Earned In-
come Tax Credit (EITC), an individual must
have earned income. To target the EITC to
low-income workers, the amount of the cred-
it to which a taxpayer is entitled decreases
when the taxpayer’s earned income (or, if
greater, adjusted gross income (AGI)) ex-
ceeds certain thresholds. The earned income
and AGI thresholds are indexed for inflation
and are also adjusted to take into account
qualifying children. In 1995, a taxpayer with

two or more qualifying children will not be
eligible for the EITC if his or her income ex-
ceeds $26,673. The income cut-offs decline to
$24,396 for a taxpayer with one qualifying
child and $9,230 for a taxpayer with no quali-
fying children.

Reason for change

Under current law a taxpayer may have
relatively low earned income, and therefore
may be eligible for the EITC, even though he
or she has significant interest and dividend
income. The EITC should be targeted to fam-
ilies with the greatest need. Most EITC re-
cipients do not have significant resources

and must rely on earnings to meet their day-
to-day living expenses, but taxpayers with
high levels of interest and dividend income
can draw upon the resources that produce
this income to meet family needs.

Proposal

Beginning in 1996, a taxpayer would not be
entitled to the EITC if his or her aggregate
interest and dividend income during a tax-
able year exceeds $2,5600. This threshold
would be indexed for inflation thereafter.
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Fiscal year—

1995 1996 1997 1998 1999 2000 Total

Interest and dividend test for earned income tax credit

0 * 03 0.3 0.4 0.4 14

Lincludes reduction in outlays.
*Revenue gain of less than $50 million.

TAX RESPONSIBILITIES OF AMERICANS WHO
RENOUNCE CITIZENSHIP
Current law

Under current law, worldwide gains real-
ized by U.S. citizens and resident aliens are
subject to U.S. tax. Existing rules recognize
that the United States has a tax interest in
preventing tax avoidance through renunci-
ation of citizenship. These rules continue to
tax former U.S. citizens on U.S. source in-
come for ten years following renunciation of
citizenship if one of the principal purposes of
the renunciation was to avoid U.S. income
tax. A similar rule applies to aliens who
cease to be residents.

Reasons for change

Wealthy U.S. citizens and long-term resi-
dents sometimes abandon their U.S. citizen-
ship or status as residents. Existing rules to
prevent tax avoidance through expatriation
have proven largely ineffective because de-
parting taxpayers have found ways to re-
structure their activities to avoid those
rules, and compliance with the rules is dif-
ficult to monitor. Consequently, existing
measures need to be enhanced to ensure that
gains generally accruing during the time a
taxpayer was a citizen or long-term perma-
nent resident will be subject to U.S. tax at

the time the taxpayer abandons citizenship
or residency.
Proposal

Existing rules would be expanded to pro-
vide that if a U.S. person expatriates on or
after February 6, 1995, the person would be
treated as having sold his or her assets at
fair market value immediately prior to expa-
triation and gain or loss from such sale
would be recognized and would be subject to
U.S. income tax. A U.S. citizen would be con-
sidered to expatriate if the citizens re-
nounces or abandons U.S. citizenship. A resi-
dent alien individual would be taxed under
this proposal if the alien has been subject to
U.S. tax as a lawful permanent resident of
the United States in at least ten of the prior
fifteen taxable years and then ceases to be
subject to U.S. tax as a resident.

For this purpose, a taxpayer would be
treated as owning those assets that would be
included in the taxpayer’s gross estate (de-
termined as if the taxpayer’s estate had been
created on the date of expatriation) as well
as, in certain cases, the taxpayer’s interest
in assets held in certain trusts (defined
below in Section II of the foreign trust dis-
cussion). Exceptions to the tax on expatria-
tion would be made for most U.S. real prop-

REVENUE ESTIMATE

[In billions of dollars]

erty interests (because they remain subject
to U.S. taxing jurisdiction) and interests in
qualified retirement plans. An expatriating
individual also would be entitled to exclude
$600,000 of gain as determined under the pro-
posal.

The IRS may allow a taxpayer to defer
payment of the tax on expatriation with re-
spect to interests in closely-held businesses.
In those cases, the taxpayer would be re-
quired to provide collateral satisfactory to
the IRS. Payment of tax could not be de-
ferred for more than five years, and an inter-
est charge would be imposed on the deferred
tax.

Solely for purposes of determining gain or
loss subject to the tax on expatriation, a
resident alien individual would be permitted
to elect to determine basis using the fair
market value (instead of historical cost) of
assets owned on the date when U.S. residence
first began. If made, this election would
apply to all of a taxpayer’s property.

This proposal would replace existing in-
come tax rules with respect to expatriations
on or after February 6, 1995. Existing rules
that apply to taxes other than income taxes
would continue to apply.

Fiscal year—

1997 1998

1995 1996 1999 2000  Total

Tax responsibilities of Americans who citizenship

0.1 0.2 0.3 0.4 0.5 0.7 2.2

REVISE TAXATION OF INCOME FROM FOREIGN
TRUSTS

U.S. tax rules applicable to foreign trusts
have not been revised for nearly two decades.
New rules are needed to accommodate
changes in the use and incidence of foreign
trusts and to limit the avoidance and eva-
sion of U.S. taxes. The Administration pro-
posals would reform the taxation of foreign
trusts in five respects.

I. Information reporting and foreign trusts
Current law

Under current law, most foreign trusts es-
tablished by U.S. persons are grantor trusts,
the income of which is taxed to the grantor.
U.S. persons who create or transfer property
to foreign trusts are required to report
transactions with the foreign trust to the
IRS.

Reasons for change

The existing information reporting statute
predates the significant expansion of the for-
eign grantor trust rules in 1976. In general,
penalties for noncompliance with reporting
requirements are minimal. U.S. grantors of
foreign trusts often do not report the income
earned by foreign trusts and often do not
comply with required information reporting.
These foreign trusts are frequently estab-
lished in tax haven jurisdictions with strin-
gent secrecy rules. Consequently, the IRS’s
attempts to verify income earned by foreign
trusts are often unsuccessful. Existing pen-
alties have not proven adequate to encourage
some U.S. taxpayers to comply with existing
rules.

Proposal

Notice of Transfer: Section 6048 would re-
quire U.S. persons transferring property to
foreign trusts to notify the IRS. This notice
would identify the trustee of the foreign
trust, indicate the property transferred to
the trust, and identify the trust bene-
ficiaries.

If a transferor did not file the required no-
tice, a penalty would be imposed equal to 35
percent of the gross value of the property
transferred, valued as of the date of transfer.
This penalty would not be less than $10,000,
and could be further increased for continuing
noncompliance.

Trustee Statements: Section 6048 would re-
quire trustees of any foreign trust with a
U.S. grantor or a U.S. beneficiary to file two
types of statements: a ‘‘Section 6048 State-
ment’’ and an annual information return. In
the Section 6048 Statement, the trustee
would be required to:

(1) appoint a U.S. agent (whether or not a
trustee) who has the ability to provide any
information that reasonably should be avail-
able to the trust in response to requests by
the IRS; and

(2) agree to file an annual information re-

turn for the foreign trust.
The annual information return would be re-
quired to include a full accounting of trust
activities, including separate schedules (K-
1s) for income attributable to U.S. grantors
or U.S. beneficiaries, as appropriate. The for-
eign trust would not be considered to have
an office or permanent establishment in the
United States merely because of the section
6048 activities of its U.S. agent.

There would be two consequences if the
trustee of the foreign trust did not file a Sec-
tion 6048 Statement or the required annual
information return. First, the U.S. settlor of
a foreign trust would be subject to a $10,000
penalty for each failure to file a Section 6048
Statement or annual information return.
This penalty would be increased for con-
tinuing noncompliance. Second, the IRS
would be authorized to determine, in its dis-
cretion, the tax consequences of any trust
transactions or operations to a U.S. grantor
or U.S. beneficiary. Thus, for example, the
IRS could impose a gift tax on property
transferred to the foreign trust. In appro-
priate circumstances, the IRS could also im-
pute taxable income to the U.S. settlor based
on the value of assets transferred to or held
in the foreign trust. A distribution to a U.S.
beneficiary could be deemed to come from
income accumulated in the year the trust
was organized (or an alien beneficiary’s first
year of U.S. residence, if later). Although the
trustee would have an incentive to file the
trustee statements to avoid adverse U.S. tax
consequences to U.S. grantors and U.S. bene-
ficiaries, there would be no penalties di-
rectly imposed on a trustee for the failure to
file those statements.

The Secretary would be authorized to
waive any information reporting require-
ments when there was no significant U.S. tax
interest in obtaining the information. Pen-
alties would not be imposed if the taxpayer
acted with reasonable cause and not willful
neglect.
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These proposals generally would be effec-
tive for trust taxable years beginning after
the date of enactment.

II. Outbound foreign grantor trusts
Current law

Under section 679, a foreign trust estab-
lished by a U.S. person for the benefit of U.S.
persons generally is a ‘‘grantor trust’, and
the grantor is treated as owner of property
transferred to the trust. There are, however,
some transfers that are not covered by this
general rule. First, transfers by reason of
death are not subject to section 679. Second,
sales of property to a foreign trust at fair
market value are not subject to section 679.
Third, if a foreign person transfers property
to a foreign trust for the benefit of a U.S.
person and then becomes a resident of the
United States, section 679 does not apply to
the transfer. Finally, current rules do not
clearly address the tax consequences for a
domestic trust that becomes a foreign trust.

Reasons for change

Tax planning to avoid or defer recognition
of income from foreign trusts often utilizes
the exceptions to section 679. For example, a
foreign trust may be established by will upon
the death of a U.S. person for the benefit of
U.S. persons. Because the trust is not a
grantor trust, the income of the trust is not
subject to U.S. tax until distributed to a U.S.
person, even though the trust was created by
a U.S. person for the benefit of a U.S. person.

U.S. persons also sometimes attempt to
avoid section 679 by selling property to a for-
eign trust in exchange for a note from the
trust. Often, the U.S. transferor does not in-
tend to collect on the note. In such a case,
the purported seller of the assets should be
treated as owning the assets transferred to
the trust. (If there is no bona fide debt, these
transactions are subject to challenge under
current law, because the exchange would not
be at fair market value.)

Prior to becoming residents of the United
States, foreign persons often put their assets
into irrevocable trusts in tax haven jurisdic-
tions for the benefit of U.S. persons. As a re-
sult, the trust income escapes U.S. tax until
distribution.

Further, as tax haven jurisdictions enact
legislation to enable U.S. trusts to move to
those jurisdictions, trust migrations are be-
coming more common. Taxpayers should not
be able to achieve tax results through migra-
tion of a domestic trust that they could not
achieve directly by creating a foreign trust.

Finally, the inadequacy of the existing at-
tribution rules as they apply to discre-
tionary beneficiaries encourages taxpayers
to avoid the appropriate tax consequences of
their transactions by disguising true eco-
nomic ownership of assets through the use of
foreign discretionary trusts.

Proposal

The Administration proposes several
changes to section 679, described below.

Transfers at Death: Property transferred
to a foreign trust at the death of a trust
grantor (including property in a foreign
grantor trust at the grantor’s death) would
be treated as having been transferred to the
trust by the beneficiaries in accordance with
their respective interests in the trust (de-
scribed below) in a transaction in which no
gain or loss would be recognized. U.S. bene-
ficiaries therefore would become grantors for
purposes of section 679. These proposals
would be effective for assets transferred to
foreign trusts after the date of enactment.

Sales to Foreign Trusts: The sale of prop-
erty to a foreign trust by a U.S. person
would be considered a transfer to a grantor
trust under section 679 unless the trust pays
the grantor full fair market value for the
property without regard to any debt obliga-
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tion received by the transferor issued by the
trust, the grantor, a beneficiary, or a person
related to the grantor or beneficiary or guar-
anteed by any such person. Exceptions would
be provided for legitimate commercial trans-
actions, such as credit extended by unrelated
persons. A transferor would not be treated as
receiving fair market value for property
transferred in a deemed sale (pursuant to an
election under section 1057 or otherwise).
These proposals would be effective for assets
transferred to foreign trusts on or after Feb-
ruary 6, 1995.

Pre-immigration Trusts: If a foreign per-
son transfers property to a foreign trust and
becomes a U.S. person within five years of
the transfer, the trust would be considered a
grantor trust under section 679 with respect
to such transferred assets if the trust has
U.S. beneficiaries after the grantor becomes
a U.S. person. This proposal would be effec-
tive for assets transferred to foreign trusts
on or after February 6, 1995.

Outbound Trust Migrations: For purposes
of section 679, if a domestic trust becomes a
foreign trust, the trust assets would be
deemed to have been transferred to the trust
by the beneficiaries in accordance with their
respective interests in the trust (defined
below) in a transaction in which no gain or
loss is recognized. Thus, any U.S. bene-
ficiaries would be considered to be grantors
of their respective interests in the foreign
trust for purposes of section 679. However, if
the IRS determines that the domestic trust
was established pursuant to a plan to re-
transfer assets to a foreign trust, the IRS
would be permitted to treat the U.S. settlor
of the domestic trust as grantor of the for-
eign trust for purposes of section 679. The
proposal would be effective for assets trans-
ferred to foreign trusts on or after February
6, 1995.

Determination of Respective Interests: For
purposes of presenting abusive transactions
designed to avoid section 679 and the tax on
expatriation, a beneficiary’s respective in-
terest in a trust would be based on all rel-
evant facts and circumstances, including the
terms of the trust instrument. Other rel-
evant factors may include letters of wishes
or similar documents, patterns of historical
trust distributions, and the existence of and
functions performed by a trust protector or
any similar advisor. If the respective inter-
ests of beneficiaries in a discretionary trust
cannot otherwise be determined, those bene-
ficiaries with the closest degree of family af-
filiation to the settlor could be presumed to
have equal proportionate interests in the
trust.

The proposed would apply the attribution
rules of discretionary beneficiaries only to
the abusive situations under section 679 de-
scribed above and to the tax on expatriation
of U.S. citizens and residents, but would not
directly apply the attribution rules for other
purposes (e.g., to determine if a discre-
tionary beneficiary is a U.S. shareholder of a
controlled foreign corporation that is owned
by the trust). The determination of respec-
tive interests for purposes of the tax on ex-
patriation by U.S. citizens and residents
would be effective for expatriations occur-
ring on or after February 6, 1995.

III. Inbound foreign grantor trusts
Current law

The United States disregards certain
‘“‘grantor’ trusts for income tax purposes.
This treatment is designed to prevent abuses
arising from attempts to shift income to
beneficiaries who are likely to be paying
taxes at lower rates than the grantor of the
trust. Consequently, under existing anti-
abuse rules, the grantor of such a trust is
taxed as if he owned the trust assets di-
rectly. Trusts generally are considered
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grantor trusts if (1 the grantor has a rever-
sionary interest in trust income or corpus,
(2) the grantor or a nonadverse party holds
certain powers over the beneficial enjoyment
of trust income or corpus, (3) certain admin-
istrative powers are exercisable for the
grantor’s benefit (e.g., the grantor can reac-
quire trust assets by substituting assets of
equivalent value), (4) the grantor or a non-
adverse party has the power to revest trust
assets in the grantor, or (5) trust income
may be paid or accumulated for the benefit
of the grantor or the grantor’s spouse in the
discretion of the grantor or a nonadverse
party. A person other than the grantor is
treated as owning trust assets if that person
has the power to withdraw trust income or
corpus.

The IRS has issued a revenue ruling in
which a foreign person funded a foreign
grantor trust for U.S. beneficiaries. The rul-
ing holds that since the foreign person is
treated as the owner of the grantor trust, a
U.S. beneficiary is not taxable on trust dis-
tributions.

Reasons for change

Existing law inappropriately permits for-
eign taxpayers to affirmatively use the do-
mestic anti-abuse rules concerning grantor
trusts. Although current law treats a foreign
grantor as the owner of the trust assets, the
foreign grantor generally is not subject to
U.S. tax on income of the trust. These rules
therefore permit U.S. beneficiaries, who
enjoy the benefits of residing in the United
States, to avoid U.S. tax on trust income.
U.S. beneficiaries should be appropriately
taxed in the United States.

Proposal

Under the proposal, a person would be
treated as owning trust assets under the
grantor trust rules only if that person is a
U.S. citizen, U.S. resident, or domestic cor-
poration. The IRS may prescribe rules for
applying the grantor trust rules to settlors
that are partnerships, trusts, and estates to
the extent that the beneficial interests in
such entities are owned by U.S. citizens, U.S.
residents, or domestic corporations. A U.S.
person receiving distributions of trust in-
come as result of this provision would be al-
lowed to claim a foreign tax credit for for-
eign taxes paid on trust income by the trust
or the foreign grantor.

Several related provisions are proposed to
enforce these rules. First, enhanced author-
ity would be granted to the IRS to prevent