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between Portugal and the TUnited
States. Portugal is a valued trading
partner and if members of the business
community are able to travel to the
U.S. without delaying to obtain a busi-
ness, their contributions to this coun-
try will only increase. At a time when
the U.S. economy is the wonder of the
world and our market is truly global,
our country should seek out and facili-
tate additional economic opportuni-
ties.

In 1974, the citizens of Portugal over-
threw a dictatorship and established a
democracy. Their brave actions began
a wave of democratization that spread
across the world and is still rever-
berating today. No other country re-
flects the principles of the United
States better than Portugal. We should
do everything possible to lower the
barriers and strengthen the exchange
between our two countries. Including
Portugal in the visa waiver program is
an important first step in this process.

Mr. President, I ask unanimous con-
sent that a copy of this legislation be
included in the RECORD.

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

S. 974

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

SECTION 1. QUALIFICATIONS FOR DESIGNATION
AS PILOT PROGRAM COUNTRY.

Section 217(c)(2) of the Immigration and
Nationality Act (8 TU.S.C. 1187(c)(2)) is
amended to read as follows:

‘‘(2) QUALIFICATIONS.—Except as provided
in subsection (g), a country may not be des-
ignated as a pilot program country unless
the following requirements are met:

“(A) LOW NONIMMIGRANT VISA REFUSAL
RATE.—Either—

‘(i) the average number of refusals of non-
immigrant visitor visas for nationals of that
country during—

““(I) the two previous full fiscal years was
less than 2.0 percent of the total number of
nonimmigrant visitor visas for nationals of
that country which were granted or refused
during those years; and

“‘(II) either of such two previous full fiscal
years was less than 2.5 percent of the total
number of nonimmigrant visitor visas for na-
tionals of that country which were granted
or refused during that year; or

¢“(ii) such refusal rate for nationals of that
country during—

‘“(I) the previous full fiscal year was less
than 3.5 percent; and

“‘(II) the two previous full fiscal years was
at least 50 percent less than such refusal rate
during fiscal year 1994.

‘“(B) MACHINE READABLE PASSPORT PRO-
GRAM.—The government of the country cer-
tifies that it has or is in the process of devel-
oping a program to issue machine-readable
passports to its citizens.

“(C) LAW ENFORCEMENT INTERESTS.—The
Attorney General determines that the
United States law enforcement interests
would not be compromised by the designa-
tion of the country.”.

———————

ADDITIONAL COSPONSORS

S. 28
At the request of Mr. THURMOND, the
name of the Senator from Oregon [Mr.
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SMITH] was added as a cosponsor of S.
28, a bill to amend title 17, United
States Code, with respect to certain ex-
emptions from copyright, and for other
purposes.
S. 211
At the request of Mr. WELLSTONE, the
name of the Senator from OKklahoma
[Mr. INHOFE] was added as a cosponsor
of S. 211, a bill to amend title 38,
United States Code, to extend the pe-
riod of time for the manifestation of
chronic disabilities due to undiagnosed
symptoms in veterans who served in
the Persian Gulf War in order for those
disabilities to be compensable by the
Secretary of Veterans Affairs.
S. 422
At the request of Mr. DOMENICI, the
name of the Senator from North Da-
kota [Mr. DORGAN] was added as a co-
sponsor of S. 422, a bill to define the
circumstances under which DNA sam-
ples may be collected, stored, and ana-
lyzed, and genetic information may be
collected, stored, analyzed, and dis-
closed, to define the rights of individ-
uals and persons with respect to ge-
netic information, to define the respon-
sibilities of persons with respect to ge-
netic information, to protect individ-
uals and families from genetic dis-
crimination, to establish uniform rules
that protect individual genetic privacy,
and to establish effective mechanisms
to enforce the rights and responsibil-
ities established under this Act.
S. 497
At the request of Mr. COVERDELL, the
name of the Senator from Minnesota
[Mr. GRAMS] was added as a cosponsor
of S. 497, a bill to amend the National
Labor Relations Act and the Railway
Labor Act to repeal the provisions of
the Acts that require employees to pay
union dues or fees as a condition of em-
ployment.
S. 657
At the request of Mr. DASCHLE, the
names of the Senator from Maine [Ms.
SNOWE], and the Senator from South
Carolina [Mr. HOLLINGS] were added as
cosponsors of S. 657, a bill to amend
title 10, United States Code, to permit
retired members of the Armed Forces
who have a service-connected dis-
ability to receive military retired pay
concurrently with veterans’ disability
compensation.
S. 728
At the request of Mrs. FEINSTEIN, the
name of the Senator from Hawaii [Mr.
INOUYE] was added as a cosponsor of S.
728, a bill to amend title IV of the Pub-
lic Health Service Act to establish a
Cancer Research Trust Fund for the
conduct of biomedical research.
S. 830
At the request of Mr. JEFFORDS, the
names of the Senator from Connecticut
[Mr. DopD], the Senator from Indiana
[Mr. CoATs], the Senator from Mary-
land [Ms. MIKULSKI], and the Senator
from Tennessee [Mr. FRIST] were added
as cosponsors of S. 830, a bill to amend
the Federal Food, Drug, and Cosmetic
Act and the Public Health Service Act
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to improve the regulation of food,
drugs, devices, and biological products,
and for other purposes.
S. 852
At the request of Mr. LOTT, the name
of the Senator from Hawaii [Mr.
INOUYE] was added as a cosponsor of S.
8562, a bill to establish nationally uni-
form requirements regarding the ti-
tling and registration of salvage, non-
repairable, and rebuilt vehicles.
SENATE JOINT RESOLUTION 24
At the request of Mr. KENNEDY, the
name of the Senator from Oregon [Mr.
WYDEN] was added as a cosponsor of
Senate Joint Resolution 24, a joint res-
olution proposing an amendment to the
Constitution of the United States rel-
ative to equal rights for women and
men.
AMENDMENT NO. 423
At the request of Mr. INHOFE, the
names of the Senator from Alabama
[Mr. SESSIONS] and the Senator from
Alabama [Mr. SHELBY] were added as
cosponsors of amendment No. 423 pro-
posed to S. 936, an original bill to au-
thorize appropriations for fiscal year
1998 for military activities of the De-
partment of Defense, for military con-
struction, and for defense activities of
the Department of Energy, to prescribe
personnel strengths for such fiscal year
for the Armed Forces, and for other
purposes.
AMENDMENT NO. 518
At the request of Mr. BUMPERS, the
names of the Senator from Hawaii [Mr.
AKAKA], and the Senator from Wis-
consin [Mr. FEINGOLD] were added as
cosponsors of amendment No. 518 pro-
posed to S. 949, an original bill to pro-
vide revenue reconciliation pursuant to
section 104(b) of the concurrent resolu-
tion on the budget for fiscal year 1998.
AMENDMENT NO. 519
At the request of Mr. DURBIN, the
names of the Senator from Missouri
[Mr. BOND], the Senator from Cali-
fornia [Mrs. BOXER], the Senator from
Maryland [Ms. MIKULSKI], and the Sen-
ator from South Dakota [Mr. JOHNSON]
were added as cosponsors of amend-
ment No. 519 proposed to S. 949, an
original bill to provide revenue rec-
onciliation pursuant to section 104(b)
of the concurrent resolution on the
budget for fiscal year 1998.
AMENDMENT NO. 520
At the request of Ms. LANDRIEU, her
name was added as a cosponsor of
amendment No. 520 proposed to S. 949,
an original bill to provide revenue rec-
onciliation pursuant to section 104(b)
of the concurrent resolution on the
budget for fiscal year 1998.

———

AMENDMENTS SUBMITTED

THE TAX FAIRNESS ACT OF 1997

KOHL (AND OTHERS) AMENDMENT
NO. 524

(Ordered to lie on the table.)
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Mr. KOHL (for himself, Mr. HATCH,
and Mr. DASCHLE) submitted an amend-
ment intended to be proposed by them
to the bill, S. 949, to provide revenue
reconciliation pursuant to section
104(b) of the concurrent resolution on
the budget for fiscal year 1998; as fol-
lows:

On page 20, between lines 5 and 6, insert:
SEC. 103. ALLOWANCE OF CREDIT FOR EM-

PLOYER EXPENSES FOR CHILD CARE
ASSISTANCE.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at
the end the following new section:

“SEC. 45D. EMPLOYER-PROVIDED CHILD CARE
CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
38, the employer-provided child care credit
determined under this section for the taxable
year is an amount equal to 50 percent of the
qualified child care expenditures of the tax-
payer for such taxable year.

‘“‘(b) DOLLAR LIMITATION.—The credit al-
lowable under subsection (a) for any taxable
year shall not exceed $150,000.

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) QUALIFIED CHILD CARE EXPENDITURE.—
The term ‘qualified child care expenditure’
means any amount paid or incurred—

‘“(A) to acquire, construct, rehabilitate, or
expand property—

‘(i) which is to be used as part of a quali-
fied child care facility of the taxpayer,

‘‘(ii) with respect to which a deduction for
depreciation (or amortization in lieu of de-
preciation) is allowable, and

‘“(iii) which does not constitute part of the
principal residence (within the meaning of
section 1034) of the taxpayer or any employee
of the taxpayer,

‘(B) for the operating costs of a qualified
child care facility of the taxpayer, including
costs related to the training of employees, to
scholarship programs, and to the providing
of increased compensation to employees with
higher levels of child care training,

“(C) under a contract with a qualified child
care facility to provide child care services to
employees of the taxpayer,

‘(D) under a contract to provide child care
resource and referral services to employees
of the taxpayer, or

‘““(E) for the costs of seeking accreditation
from a child care credentialing or accredita-
tion entity.

¢“(2) QUALIFIED CHILD CARE FACILITY.—

“(A) IN GENERAL.—The term ‘qualified
child care facility’ means a facility—

‘(i) the principal use of which is to provide
child care assistance, and

‘‘(ii) which meets the requirements of all
applicable laws and regulations of the State
or local government in which it is located,
including, but not limited to, the licensing of
the facility as a child care facility.

Clause (i) shall not apply to a facility which
is the principal residence (within the mean-
ing of section 1034) of the operator of the fa-
cility.

‘‘(B) SPECIAL RULES WITH RESPECT TO A TAX-
PAYER.—A facility shall not be treated as a
qualified child care facility with respect to a
taxpayer unless—

‘(i) enrollment in the facility is open to
employees of the taxpayer during the taxable
year,

‘“(ii) the facility is not the principal trade
or business of the taxpayer unless at least 30
percent of the enrollees of such facility are
dependents of employees of the taxpayer, and

‘“(iii) the use of such facility (or the eligi-
bility to use such facility) does not discrimi-
nate in favor of employees of the taxpayer
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who are highly compensated employees
(within the meaning of section 414(q)).

“(d) RECAPTURE OF ACQUISITION AND CON-
STRUCTION CREDIT.—

‘(1) IN GENERAL.—If, as of the close of any
taxable year, there is a recapture event with
respect to any qualified child care facility of
the taxpayer, then the tax of the taxpayer
under this chapter for such taxable year
shall be increased by an amount equal to the
product of—

‘““(A) the applicable recapture percentage,
and

‘(B) the aggregate decrease in the credits
allowed under section 38 for all prior taxable
yvears which would have resulted if the quali-
fied child care expenditures of the taxpayer
described in subsection (c)(1)(A) with respect
to such facility had been zero.

‘“(2) APPLICABLE RECAPTURE PERCENTAGE.—

‘“(A) IN GENERAL.—For purposes of this sub-
section, the applicable recapture percentage
shall be determined from the following table:

The applicable
recapture

“If the recapture event percentage is:

occurs in:
Years 1-3 ...cocovevviininnnnnns 100
Year 4 ... 85
Year 5 ... 70
Year 6 ... 55
Year 7 ... 40
Year 8 ... 25
Years 9 and 10 .............. 10
Years 11 and thereafter 0.

‘(B) YEARS.—For purposes of subparagraph
(A), year 1 shall begin on the first day of the
taxable year in which the qualified child
care facility is placed in service by the tax-
payer.

‘“(3) RECAPTURE EVENT DEFINED.—For pur-
poses of this subsection, the term ‘recapture
event’ means—

““(A) CESSATION OF OPERATION.—The ces-
sation of the operation of the facility as a
qualified child care facility.

¢‘(B) CHANGE IN OWNERSHIP.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), the disposition of a taxpayer’s in-
terest in a qualified child care facility with
respect to which the credit described in sub-
section (a) was allowable.

“(i1) AGREEMENT TO ASSUME RECAPTURE LI-
ABILITY.—Clause (i) shall not apply if the
person acquiring such interest in the facility
agrees in writing to assume the recapture li-
ability of the person disposing of such inter-
est in effect immediately before such disposi-
tion. In the event of such an assumption, the
person acquiring the interest in the facility
shall be treated as the taxpayer for purposes
of assessing any recapture liability (com-
puted as if there had been no change in own-
ership).

‘‘(4) SPECIAL RULES.—

‘“(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (1) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

‘“(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining the amount of
any credit under subpart A, B, or D of this
part.

¢(C) NO RECAPTURE BY REASON OF CASUALTY
L0sSs.—The increase in tax under this sub-
section shall not apply to a cessation of op-
eration of the facility as a qualified child
care facility by reason of a casualty loss to
the extent such loss is restored by recon-
struction or replacement within a reasonable
period established by the Secretary.
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‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1 AGGREGATION RULES.—AIll persons
which are treated as a single employer under
subsections (a) and (b) of section 52 shall be
treated as a single taxpayer.

*“(2) PASS-THRU IN THE CASE OF ESTATES AND
TRUSTS.—Under regulations prescribed by
the Secretary, rules similar to the rules of
subsection (d) of section 52 shall apply.

‘“(3) ALLOCATION IN THE CASE OF PARTNER-
SHIPS.—In the case of partnerships, the cred-
it shall be allocated among partners under
regulations prescribed by the Secretary.

*“(f) No DOUBLE BENEFIT.—

‘(1) REDUCTION IN BASIS.—For purposes of
this subtitle—

‘‘(A) IN GENERAL.—If a credit is determined
under this section with respect to any prop-
erty by reason of expenditures described in
subsection (c)(1)(A), the basis of such prop-
erty shall be reduced by the amount of the
credit so determined.

‘(B) CERTAIN DISPOSITIONS.—If during any
taxable year there is a recapture amount de-
termined with respect to any property the
basis of which was reduced under subpara-
graph (A), the basis of such property (imme-
diately before the event resulting in such re-
capture) shall be increased by an amount
equal to such recapture amount. For pur-
poses of the preceding sentence, the term ‘re-
capture amount’ means any increase in tax
(or adjustment in carrybacks or carryovers)
determined under subsection (d).

‘(2) OTHER DEDUCTIONS AND CREDITS.—NoO
deduction or credit shall be allowed under
any other provision of this chapter with re-
spect to the amount of the credit determined
under this section.

‘‘(g) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 1999.”

(b) CONFORMING AMENDMENTS.—

(1) Section 38(b) is amended—

(A) by striking out ‘“‘plus” at the end of
paragraph (11),

(B) by striking out the period at the end of
paragraph (12), and inserting a comma and
“plus’’, and

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

‘“(13) the employer-provided child care
credit determined under section 45D.”

(2) The table of sections for subpart D of
part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new item:

‘“Sec. 45D. Employer-provided child care

credit.”

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

SEC. 104. EXPANSION OF COORDINATED EN-
FORCEMENT EFFORTS OF INTERNAL
REVENUE SERVICE AND HHS OFFICE
OF CHILD SUPPORT ENFORCEMENT.

(a) STATE REPORTING OF CUSTODIAL DATA.—
Section 454A(e)(4)(D) of the Social Security
Act (42 U.S.C. 6564(e)(4)(D)) is amended by
striking ‘‘the birth date of any child” and in-
serting ‘‘the birth date and custodial status
of any child”.

(b) MATCHING PROGRAM BY IRS OF CUSTO-
DIAL DATA AND TAX STATUS INFORMATION.—

(1) NATIONAL DIRECTORY OF NEW HIRES.—
Section 453(i)(3) of the Social Security Act
(42 U.S.C. 653(1)(3)) is amended by striking ‘“‘a
claim with respect to employment in a tax
return’ and inserting ‘‘information which is
required on a tax return’’.

(2) FEDERAL CASE REGISTRY OF CHILD SUP-
PORT ORDERS.—Section 453(h) of the such Act
(42 U.S.C. 653(h)) is amended by adding at the
end the following:

“(3) ADMINISTRATION OF FEDERAL TAX
LAWS.—The Secretary of the Treasury shall
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have access to the information described in
paragraph (2), consisting of the names and
social security numbers of the custodial par-
ents linked with the children in the custody
of such parents, for the purpose of admin-
istering those sections of the Internal Rev-
enue Code of 1986 which grant tax benefits
based on support and residence provided de-
pendent children.”

(¢) EFFECTIVE DATE.—The amendments
made by this section shall take effect on Oc-
tober 1, 1997.

BOND AMENDMENTS NOS. 525-526

(Ordered to lie on the table.)

Mr. BOND submitted two amend-
ments intended to be proposed by him
to the bill, S. 949, supra; as follows:

AMENDMENT NoO. 525
On page 192, strike lines 13 through 18.

AMENDMENT NO. 526

On page 212, between lines 11 and 12, insert
the following:

SEC. . CLARIFICATION OF DEFINITION OF PRIN-
CIPAL PLACE OF BUSINESS.

(a) IN GENERAL.—Section 280A(f) (relating
to definitions and special rules) is amended
by redesignating paragraphs (2), (3), and (4)
as paragraphs (3), (4), and (b), respectively,
and by inserting after paragraph (1) the fol-
lowing new paragraph:

‘“(2) PRINCIPAL PLACE OF BUSINESS.—For
purposes of subsection (c), a home office
shall in any case qualify as the principal
place of business if—

‘“(A) the office is the location where the
taxpayer’s essential administrative or man-
agement activities are conducted on a reg-
ular and systematic (and not incidental)
basis by the taxpayer, and

‘“(B) the office is necessary because the
taxpayer has no other location for the per-
formance of the essential administrative or
management activities of the business.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1996.

DASCHLE (AND OTHERS)
AMENDMENT NO. 527

Mr DASCHLE (for himself, Mr.
BINGAMAN, Mr. CONRAD, Ms. MIKULSKI,
Ms. BOXER, Mr. DopD, Mr. KERRY, Ms.
LANDRIEU, Mr. CLELAND, Mr. DURBIN,
Mr. KENNEDY, Mr. FORD, Mr. LAUTEN-
BERG, Mr. HARKIN, and Mr. JOHNSON)
proposed an amendment to the bill, S.
949, supra; as follows:

Strike titles I through VII of the bill and
insert the following:

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘““Revenue Reconciliation Act of 1997".

(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.—The table of con-
tents for this Act is as follows:

TITLE I-REFUNDABLE CHILD TAX
CREDIT
Sec. 101. Refundable child tax credit.

TITLE II-TAX INCENTIVES FOR
EDUCATION AND TRAINING
Subtitle A—Tax Benefits Relating to
Education Expenses
Sec. 201. HOPE credit for higher education

tuition and related expenses.
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Sec. 202. Deduction for interest on education
loans.

Subtitle B—Expanded Education Investment

Savings Opportunities
PART I—QUALIFIED TUITION PROGRAMS

Sec. 211. Exclusion from gross income of
education distributions from
qualified tuition programs.

Sec. 212. Eligible educational institutions
permitted to maintain qualified
tuition programs; other modi-
fications of qualified State tui-
tion programs.

PART II—KIDSAVE ACCOUNTS

Sec. 213. KIDSAVE accounts.

Subtitle C—Other Education Initiatives

Sec. 221. Extension of exclusion for em-
ployer-provided educational as-
sistance.

Repeal of limitation on qualified
501(c)(3) bonds other than hos-
pital bonds.

Tax credit for public elementary
and secondary school construc-
tion.

Contributions of computer tech-
nology and equipment for ele-
mentary or secondary school
purposes.

Increase in arbitrage rebate excep-
tion for governmental bonds
used to finance education facili-
ties.

2-percent floor on miscellaneous
itemized deductions not to

Sec. 222.

Sec. 223.

Sec. 224.

225.

Sec.

Sec. 226.

apply to certain continuing
education expenses of elemen-
tary and secondary school
teachers.

TITLE III—TAX RELIEF FOR FAMILY
SAVINGS AND BUSINESS CAPITAL FOR-
MATION
Subtitle A—Tax Relief for Family Savings

Sec. 301. Capital gains deduction.

Sec. 302. Family dividend exclusion.

Sec. 303. Exemption from tax for gain on

sale of principal residence.
Subtitle B—Business Capital Formation

Sec. 311. Rollover of capital gains on certain

small business investments.

Sec. 312. Modifications to exclusion of gain

on certain small business stock.

Sec. 313. Expansion of small business stock

exclusion to family-owned busi-
nesses.
TITLE IV—ESTATE TAX RELIEF FOR
FAMILY BUSINESSES AND FARMS

Sec. 401. Family-owned business exclusion.

Sec. 402. Portion of estate tax subject to 4-
percent interest rate increased
to $2,500,000.

Certain cash rentals of farmland
not to cause recapture of spe-
cial estate tax valuation.

TITLE V—EXTENSIONS

Research tax credit.

Contributions of stock to private
foundations.

Sec. 503. Work opportunity tax credit.

Sec. 504. Orphan drug tax credit.

TITLE VI—INCENTIVES FOR REVITAL-
IZATION OF THE DISTRICT OF COLUM-
BIA

Sec. 601. Tax incentives for revitalization of

the District of Columbia.

Sec. 602. Incentives conditioned on other DC

reform.
TITLE VII—MISCELLANEOUS
PROVISIONS
Subtitle A—Distressed Communities and
Brownfields
CHAPTER 1—ADDITIONAL EMPOWERMENT
ZONES
Sec. 701. Additional empowerment zones.

Sec. 403.

501.
502.

Sec.
Sec.
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CHAPTER 2—NEW EMPOWERMENT ZONES AND
ENTERPRISE COMMUNITIES

Sec. T11. Designation of additional empower-
ment zones and enterprise com-
munities.

Sec. 712. Volume cap not to apply to enter-
prise zone facility bonds with
respect to new empowerment
zones.

Sec. 713. Modifications to enterprise zone fa-
cility bond rules for all em-
powerment zones and enterprise
communities.

Sec. T14. Modifications to enterprise zone
business definition for all em-
powerment zones and enterprise
communities.

CHAPTER 3—EXPENSING OF ENVIRONMENTAL

REMEDIATION COSTS

Sec. 721. Expensing of environmental reme-
diation costs.

Subtitle B—Puerto Rico Economic Activity
Credit Improvement

Sec. 731. Modifications of Puerto Rico eco-
nomic activity credit.

Sec. 732. Comparable treatment for other
economic activity credit.

Subtitle C—Revisions Relating to Disasters
Sec. 741. Treatment of livestock sold on ac-

count of weather-related condi-
tions.

Sec. T42. Gain or loss from sale of livestock
disregarded for purposes of
earned income credit.

Sec. T43. Mortgage financing for residences
located in disaster areas.

Subtitle D—Provisions Relating to Small

Businesses

Sec. 751. Waiver of penalty through June 30,
1998, on small businesses failing
to make electronic fund trans-
fers of taxes.

Sec. 752. Minimum tax not to apply to farm-
ers’ installment sales.

Subtitle E—Provisions Relating to Pensions
and Fringe Benefits

Sec. 761. Treatment of multiemployer plans
under section 415.

Sec. 762. Spousal consent required for cer-
tain distributions and loans
under qualified cash or deferred
arrangement.

Sec. 763. Section 401(k) investment protec-
tion.

Subtitle F—Other Provisions

Sec. T71. Adjustment of minimum tax ex-
emption amounts for taxpayers
other than corporations.

Sec. T72. Treatment of computer software as
fsc export property.

Sec. 723. Full deduction for health insurance
costs of self-employed individ-
uals.

TITLE I—REFUNDABLE CHILD TAX
CREDIT

SEC. 101. REFUNDABLE CHILD TAX CREDIT.

(a) IN GENERAL.—Subpart C of part IV of
subchapter A of chapter 1 (relating to re-
fundable credits) is amended by redesig-
nating section 35 as section 36 and by insert-
ing after section 34 the following new sec-
tion:

“SEC. 35. CHILD CREDIT.

‘‘(a) ALLOWANCE OF CREDIT.—There shall be
allowed as a credit against the tax imposed
by this subtitle for the taxable year with re-
spect to each qualifying child of the tax-
payer an amount equal to the lesser of—

(1) $350, or

““(2) $500, if such amount is contributed by
the taxpayer for such taxable year for the
benefit of such child to a KIDSAVE account
(as defined in section 530).

““(b) LIMITATIONS.—

(1) LIMITATION BASED ON ADJUSTED GROSS
INCOME.—The dollar amounts in subsection
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(a) shall be reduced (but not below zero) rat-
ably for each $1,000 (or fraction thereof) by
which the taxpayer’s modified adjusted gross
income exceeds $70,000 but does not exceed
$85,000. For purposes of the preceding sen-
tence, the term ‘modified adjusted gross in-
come’ means adjusted gross income in-
creased by any amount excluded from gross
income under section 911, 931, or 933.

¢“(2) LIMITATION BASED ON AMOUNT OF TAX.—
The aggregate credit allowed by subsection
(a) (determined after paragraph (1)) shall not
exceed the sum of—

“(A) the excess (if any) of—

‘(i) 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), over

‘“(ii) the taxpayer’s tentative minimum tax
for such taxable year (determined without
regard to the alternative minimum tax for-
eign tax credit), plus

‘(B) the excess (if any) of—

‘(i) the sum of—

“(I) the taxpayer’s liability for the taxable
year under sections 3101 and 3201,

“(IT) the amount of tax paid on behalf of
such taxpayer for the taxable year under sec-
tions 3111 and 3221, plus

‘(III) the taxpayer’s liability for such year
under sections 1401 and 3211, over

‘“(ii) the credit allowed for the taxable year
under section 32.

‘‘(c) QUALIFYING CHILD.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘qualifying
child’ means any individual if—

““(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for the taxable year,

‘“(B) such individual has not attained the
age of 14 (age of 18 in the case of taxable
years beginning after 2002) as of the close of
the calendar year in which the taxable year
of the taxpayer begins, and

“(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B).

‘‘(2) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term ‘qualifying child’ shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
‘resident of the United States’.

“(d) TAXABLE YEAR MUST BE FULL TAX-
ABLE YEAR.—Except in the case of a taxable
year closed by reason of the death of the tax-
payer, no credit shall be allowable under this
section in the case of a taxable year covering
a period of less than 12 months.

“‘(e) INFLATION ADJUSTMENTS.—

‘(1) IN GENERAL.—In the case of a taxable
year beginning after 2000, each dollar
amount contained in subsection (a) 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 1999’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘(2) ROUNDING.—If an amount contained in
subsection (a) as adjusted under paragraph
(1) is not a multiple of $50, such amount shall
be rounded to the next lower multiple of $50.

‘“(f) PHASEIN OF CREDIT.—In the case of tax-
able years beginning in 1997 through 1999—

‘(1) subsection (a)(1) shall be applied by
substituting ‘$250° for ‘$350°, and

‘(2) subsection (a)(2) shall be applied by
substituting ‘$350° for ‘$500’.”

(b) CONFORMING AMENDMENTS.—The table
of sections for subpart C of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 35 and in-
serting the following new items:

‘“Sec. 35. Child credit.
“Sec. 36. Overpayments of tax.”
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(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1996.

TITLE II—TAX INCENTIVES FOR
EDUCATION AND TRAINING
Subtitle A—Tax Benefits Relating to
Education Expenses
SEC. 201. HOPE CREDIT FOR HIGHER EDUCATION

TUITION AND RELATED EXPENSES.

(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 25 the following new
section:

“SEC. 25A. HIGHER EDUCATION TUITION AND RE-
LATED EXPENSES.

‘“(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 the amount equal to the
sum of—

“(A) the complete Hope Scholarship Cred-
it, plus

‘“(B) the partial Hope Scholarship Credit.

¢“(2) COMPLETE CREDIT.—

‘“(A) IN GENERAL.—In the case of any indi-
vidual to whom this paragraph applies for
any taxable year, the complete Hope Schol-
arship Credit is an amount equal to the sum
of—

‘(i) 100 percent of so much of the qualified
higher education expenses paid by the tax-
payer during the taxable year (for education
furnished to the individual during any aca-
demic period beginning in such taxable year)
as does not exceed $1,000, plus

‘“(ii) 50 percent of such expenses so paid as
exceeds $1,000 but does not exceed the appli-
cable limit.

‘(B) APPLICABLE LIMIT.—For purposes of
subparagraph (A), the applicable limit is—

‘(1) $1,100 for taxable years beginning in
1997, 1998, or 1999,

‘“(i1) $1,200 for taxable years beginning in
2000, or

‘“(iii) $1,600 for taxable years beginning in
2001 or thereafter.

¢“(3) PARTIAL HOPE SCHOLARSHIP CREDIT.—

‘“(A) IN GENERAL.—The partial Hope Schol-
arship Credit is 20 percent of the qualified
higher education expenses paid by the tax-
payer during the taxable year for education
furnished to an individual during any aca-
demic period beginning in such taxable year.
Education expenses with respect to an indi-
vidual for whom a complete Hope Scholar-
ship credit is determined for the taxable year
shall not be taken into account under this
paragraph.

‘(B) DOLLAR LIMITATION.—The amount of
qualified higher education expenses taken
into account under subparagraph (A) for any
taxable year shall not exceed—

‘(1) $4,000 for taxable years beginning in
1997, 1998, or 1999,

‘(i) $7,500 for taxable years beginning in
2000, and

¢‘(iii) $10,000 for taxable years beginning in
2001 or thereafter.

““(b) LIMITATIONS.—

(1) ELECTION REQUIRED.—

‘“(A) IN GENERAL.—No credit shall be al-
lowed under subsection (a) for a taxable year
with respect to the qualified tuition and re-
lated expenses of an individual unless the
taxpayer elects to have this section apply
with respect to such individual for such year.

¢(B) COMPLETE CREDIT ALLOWED ONLY FOR 2
TAXABLE YEARS.—An election under this
paragraph shall not take effect with respect
to an individual for the complete Hope
Scholarship Credit under subsection (a)(2)
for any taxable year if such election under
this paragraph (by the taxpayer or any other
individual) is in effect with respect to such
individual for any 2 prior taxable years.

“(C) COORDINATION WITH EXCLUSIONS.—An
election under this paragraph shall not take
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effect with respect to an individual for any
taxable year if there is in effect for such tax-
able year an election wunder section
529(¢)(3)(B) or 530(c)(1) (by the taxpayer or
any other individual) to exclude from gross
income distributions from a qualified tuition
program or KIDSAVE account used to pay
qualified higher education expenses of the
individual.

¢“(3) CREDIT ALLOWED FOR YEAR ONLY IF IN-
DIVIDUAL IS AT LEAST %2 TIME STUDENT FOR
PORTION OF YEAR.—No credit shall be allowed
under subsection (a) for a taxable year with
respect to the qualified tuition and related
expenses of an individual unless such indi-
vidual is an eligible student for at least one
academic period which begins during such
year.

‘“(4) COMPLETE CREDIT ALLOWED ONLY FOR
FIRST 2 YEARS OF POSTSECONDARY EDU-
CATION.—No credit shall be allowed under
subsection (a)(2) for a taxable year with re-
spect to the qualified tuition and related ex-
penses of an individual if the individual has
completed (before the beginning of such tax-
able year) the first 2 years of postsecondary
education at an eligible educational institu-
tion.

“(c) LIMITATION BASED ON MODIFIED AD-
JUSTED GROSS INCOME.—

‘(1) IN GENERAL.—The amount which would
(but for this subsection) be taken into ac-
count under subsection (a) for the taxable
year shall be reduced (but not below zero) by
the amount determined under paragraph (2).

‘(2) AMOUNT OF REDUCTION.—The amount
determined under this paragraph is the
amount which bears the same ratio to the
amount which would be so taken into ac-
count as—

‘“(A) the excess of—

‘(i) the taxpayer’s modified adjusted gross
income for such taxable year, over

“‘(ii) $50,000 ($80,000 in the case of a joint re-
turn), bears to

“(B) $20,000.

‘(3) MODIFIED ADJUSTED GROSS INCOME.—
The term ‘modified adjusted gross income’
means the adjusted gross income of the tax-
payer for the taxable year increased by any
amount excluded from gross income under
section 911, 931, or 933.

‘‘(d) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) QUALIFIED TUITION AND RELATED EX-
PENSES.—

““(A) IN GENERAL.—The term ‘qualified tui-
tion and related expenses’ means tuition and
fees required for the enrollment or attend-
ance 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,

at an eligible educational institution and
books required for courses of instruction of
such individual at such institution.

‘(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 course or other education is
part of the individual’s degree program.

‘(C) EXCEPTION FOR NONACADEMIC FEES.—
Such term does not include student activity
fees, athletic fees, insurance expenses, or
other expenses unrelated to an individual’s
academic course of instruction.

‘(2) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘eligible educational institution’
means an institution—

‘“(A) which is described in section 481 of the
Higher Education Act of 1965 (20 U.S.C. 1088),
as in effect on the date of the enactment of
this section, and

‘“(B) which is eligible to participate in a
program under title IV of such Act.
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‘“(3) ELIGIBLE STUDENT.—The term ‘eligible
student’ means, with respect to any aca-
demic period, a student who—

‘““(A) 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

“(B) is carrying at least Y2 the normal full-
time work load for the course of study the
student is pursuing.

‘‘(e) TREATMENT OF EXPENSES PAID BY DE-
PENDENT.—If a deduction under section 151
with respect to an individual is allowed to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins—

‘(1) no credit shall be allowed under sub-
section (a) to such individual for such indi-
vidual’s taxable year, and

‘(2) qualified tuition and related expenses
paid by such individual during such individ-
ual’s taxable year shall be treated for pur-
poses of this section as paid by such other
taxpayer.

“(f) TREATMENT OF CERTAIN PREPAY-
MENTS.—If qualified tuition and related ex-
penses are paid by the taxpayer during a tax-
able year for an academic period which be-
gins during the first 3 months following such
taxable year, such academic period shall be
treated for purposes of this section as begin-

ning during such taxable year.
‘(g) SPECIAL RULES.—

‘(1) IDENTIFICATION  REQUIREMENT.—NO
credit shall be allowed under subsection (a)
to a taxpayer with respect to the qualified
tuition and related expenses of an individual
unless the taxpayer includes the name and
taxpayer identification number of such indi-
vidual on the return of tax for the taxable
year.

‘(2) ADJUSTMENT FOR CERTAIN SCHOLAR-
SHIPS, ETC.—The amount of qualified tuition
and related expenses otherwise taken into
account under subsection (a) with respect to
an individual for an academic period shall be
reduced (before the application of sub-
sections (b) and (c)) by the sum of any
amounts paid for the benefit of such indi-
vidual which are allocable to such period
as—

““(A) a qualified scholarship which is ex-
cludable from gross income under section
117,

‘“(B) an educational assistance allowance
under chapter 30, 31, 32, 34, or 35 of title 38,
United States Code, or under chapter 1606 of
title 10, United States Code, and

‘(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of
section 102(a)) for such individual’s edu-
cational expenses, or attributable to such in-
dividual’s enrollment at an eligible edu-
cational institution, which is excludable
from gross income under any law of the
United States.

‘(3) DENIAL OF CREDIT IF STUDENT CON-
VICTED OF A FELONY DRUG OFFENSE.—No cred-
it shall be allowed under subsection (a) for
qualified tuition and related expenses for the
enrollment or attendance of a student for
any academic period if such student has been
convicted of a Federal or State felony of-
fense consisting of the possession or distribu-
tion of a controlled substance before the end
of the taxable year with or within which
such period ends.

‘‘(4) DENIAL OF DOUBLE BENEFIT.—No credit
shall be allowed under this section for any
expense for which a deduction is allowed
under any other provision of this chapter.

¢(6) NO CREDIT FOR MARRIED INDIVIDUALS
FILING SEPARATE RETURNS.—If the taxpayer
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-
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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.

““(h) INFLATION ADJUSTMENTS.—

‘(1) DOLLAR LIMITATION ON AMOUNT OF
CREDIT.—

‘“(A) IN GENERAL.—In the case of a taxable
year beginning after 2001, applicable dollar
amounts under each of the subsection (a) (2)
and (3) shall be increased by an amount
equal to—

‘(i) such dollar amount, multiplied by

‘“(ii) 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 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘(B) ROUNDING.—If any amount as adjusted
under subparagraph (A) is not a multiple of
$50, such amount shall be rounded to the
next lowest multiple of $50.

€(2) INCOME LIMITS.—

‘“(A) IN GENERAL.—In the case of a taxable
year beginning after 2000, the $50,000 and
$80,000 amounts in subsection (c)(2) shall
each be increased by an amount equal to—

‘(i) such dollar amount, multiplied by

‘“(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
yvear in which the taxable year begins, deter-
mined by substituting ‘calendar year 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

“(B) RouNDING.—If any amount as adjusted
under subparagraph (A) is not a multiple of
$5,000, such amount shall be rounded to the
next lowest multiple of $5,000.

‘(i) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations providing for a
recapture of credit allowed under this sec-
tion in cases where there is a refund in a sub-
sequent taxable year of any amount which
was taken into account in determining the
amount of such credit.”

(b) EXTENSION OF PROCEDURES APPLICABLE
TO MATHEMATICAL OR CLERICAL ERRORS.—
Paragraph (2) of section 6213(g) (relating to
the definition of mathematical or clerical er-
rors) is amended by striking ‘“‘and’ at the
end of subparagraph (G), by striking the pe-
riod at the end of subparagraph (H) and in-
serting *‘, and”’, and by inserting after sub-
paragraph (H) the following new subpara-
graph:

‘“(I) an omission of a correct TIN required
under section 25A(g)(1) (relating to higher
education tuition and related expenses) to be
included on a return.”

(¢) RETURNS RELATING TO TUITION AND RE-
LATED EXPENSES.—

(1) IN GENERAL.—Subpart B of part III of
subchapter A of chapter 61 (relating to infor-
mation concerning transactions with other
persons) is amended by inserting after sec-
tion 6050R the following new section:

“SEC. 6050S. RETURNS RELATING TO HIGHER
EDUCATION TUITION AND RELATED
EXPENSES.

‘‘(a) IN GENERAL.—AnNy person—

‘(1) which is an eligible educational insti-
tution which receives payments for qualified
tuition and related expenses with respect to
any individual for any calendar year, or

‘“(2) which is engaged in a trade or business
and which, in the course of such trade or
business, makes payments during any cal-
endar year to any individual which con-
stitute reimbursements or refunds (or simi-
lar amounts) of qualified tuition and related
expenses of such individual,
shall make the return described in sub-
section (b) with respect to the individual at
such time as the Secretary may by regula-
tions prescribe.
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‘‘(b) FORM AND MANNER OF RETURNS.—A re-
turn is described in this subsection if such
return—

‘(1) is in such form as the Secretary may
prescribe,

‘(2) contains—

‘“(A) the name, address, and TIN of the in-
dividual with respect to whom payments de-
scribed in subsection (a) were received from
(or were paid to),

‘“(B) the name, address, and TIN of any in-
dividual certified by the individual described
in subparagraph (A) as the taxpayer who will
claim the individual as a dependent for pur-
poses of the deduction allowable under sec-
tion 151 for any taxable year ending with or
within the calendar year, and

¢(C) the—

‘(i) aggregate amount of payments for
qualified tuition and related expenses re-
ceived with respect to the individual de-
scribed in subparagraph (A) during the cal-
endar year, and

‘‘(ii) aggregate amount of reimbursements
or refunds (or similar amounts) paid to such
individual during the calendar year, and

‘(D) such other information as the Sec-
retary may prescribe.

‘“(c) APPLICATION TO GOVERNMENTAL
UNITS.—For purposes of this section—

‘(1) a governmental unit or any agency or
instrumentality thereof shall be treated as a
person, and

‘(2) any return required under subsection
(a) by such governmental entity shall be
made by the officer or employee appro-
priately designated for the purpose of mak-
ing such return.

“(d) STATEMENTS T0 BE FURNISHED TO INDI-
VIDUALS WITH RESPECT TO WHOM INFORMA-
TION IS REQUIRED.—Every person required to
make a return under subsection (a) shall fur-
nish to each individual whose name is re-
quired to be set forth in such return under
subparagraph (A) or (B) of subsection (b)(2) a
written statement showing—

‘(1) the name, address, and phone number
of the information contact of the person re-
quired to make such return, and

‘(2) the aggregate amounts described in
subparagraph (C) of subsection (b)(2).

The written statement required under the
preceding sentence shall be furnished on or
before January 31 of the year following the
calendar year for which the return under
subsection (a) was required to be made.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion, the terms ‘eligible educational institu-
tion’ and ‘qualified tuition and related ex-
penses’ have the meanings given such terms
by section 25A.

“(f) RETURNS WHICH WOULD BE REQUIRED
To BE MADE BY 2 OR MORE PERSONS.—Except
to the extent provided in regulations pre-
scribed by the Secretary, in the case of any
amount received by any person on behalf of
another person, only the person first receiv-
ing such amount shall be required to make
the return under subsection (a).

‘(g) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the provisions of this sec-
tion. No penalties shall be imposed under
section 6724 with respect to any return or
statement required under this section until
such time as such regulations are issued.”

(2) ASSESSABLE PENALTIES.—

(A) Subparagraph (B) of section 6724(d)(1)
(relating to definitions) is amended by redes-
ignating clauses (ix) through (xiv) as clauses
(x) through (xv), respectively, and by insert-
ing after clause (viii) the following new
clause:

‘(ix) section 6050S (relating to returns re-
lating to payments for qualified tuition and
related expenses),”’.
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(B) Paragraph (2) of section 6724(d) is
amended by striking ‘‘or”” at the end of the
next to last subparagraph, by striking the
period at the end of the last subparagraph
and inserting ¢, or’’, and by adding at the
end the following new subparagraph:

‘“(Z) section 6050S(d) (relating to returns
relating to qualified tuition and related ex-
penses).”’

(3) CLERICAL AMENDMENT.—The table of
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6050R
the following new item:

“Sec. 6050S. Returns relating to higher edu-
cation tuition and related ex-
penses.”’

(d) COORDINATION WITH SECTION 135.—Sub-
section (d) of section 135 is amended by re-
designating paragraphs (2) and (3) as para-
graphs (3) and (4), respectively, and by in-
serting after paragraph (1) the following new
paragraph:

¢“(2) COORDINATION WITH HIGHER EDUCATION
CREDIT.—The amount of the qualified higher
education expenses otherwise taken into ac-
count under subsection (a) with respect to
the education of an individual shall be re-
duced (before the application of subsection
(b)) by the amount of such expenses which
are taken into account in determining the
credit allowable to the taxpayer or any other
person under section 25A with respect to
such expenses.

(e) 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 25 the
following new item:

‘“Sec. 26A. Higher education tuition and re-
lated expenses.”

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid after December 31, 1997 (in taxable years
ending after such date), for education fur-
nished in academic periods beginning after
such date.

SEC. 202. DEDUCTION FOR INTEREST ON EDU-
CATION LOANS.

(a) IN GENERAL.—Part VII of subchapter B
of chapter 1 (relating to additional itemized
deductions for individuals) is amended by re-
designating section 221 as section 222 and by
inserting after section 220 the following new
section:

“SEC. 221. INTEREST ON EDUCATION LOANS.

‘“(a) ALLOWANCE OF DEDUCTION.—In the
case of an individual, there shall be allowed
as a deduction for the taxable year an
amount equal to the interest paid by the tax-
payer during the taxable year on any quali-
fied education loan.

““(b) MAXIMUM DEDUCTION.—

‘(1 IN GENERAL.—Except as provided in
paragraph (2), the deduction allowed by sub-
section (a) for the taxable year shall not ex-
ceed $2,500.

‘(2) LIMITATION BASED ON MODIFIED AD-
JUSTED GROSS INCOME.—

‘““(A) IN GENERAL.—The amount which
would (but for this paragraph) be allowable
as a deduction under this section shall be re-
duced (but not below zero) by the amount de-
termined under paragraph (2).

‘(B) AMOUNT OF REDUCTION.—The amount
determined under this paragraph is the
amount which bears the same ratio to the
amount which would be so taken into ac-
count as—

‘(1) the excess of—

“(I) the taxpayer’s modified adjusted gross
income for such taxable year, over

““(IT) $40,000 ($80,000 in the case of a joint
return), bears to

¢‘(ii) $10,000 ($20,000 in the case of a joint re-
turn).
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“(C) MODIFIED ADJUSTED GROSS INCOME.—
The term ‘modified adjusted gross income’
means adjusted gross income determined—

‘(1) without regard to this section and sec-
tions 135, 911, 931, and 933, and

‘“(ii) after application of sections 86, 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.

“‘(c) DEPENDENTS NOT ELIGIBLE FOR DEDUC-
TION.—No deduction shall be allowed by this
section to an individual for the taxable year
if a deduction under section 151 with respect
to such individual is allowed to another tax-
payer for the taxable year beginning in the
calendar year in which such individual’s tax-
able year begins.

‘“(d) LIMIT ON PERIOD DEDUCTION AL-
LOWED.—A deduction shall be allowed under
this section only with respect to interest
paid on any qualified education loan during
the first 60 months (whether or not consecu-
tive) in which interest payments are re-
quired. For purposes of this paragraph, any
loan and all refinancing of such loan shall be
treated as 1 loan.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) QUALIFIED EDUCATION LOAN.—The term
‘qualified education loan’ means any indebt-
edness incurred to pay qualified higher edu-
cation expenses—

‘“(A) which are incurred on behalf of the
taxpayer, the taxpayer’s spouse, or any de-
pendent of the taxpayer as of the time the
indebtedness was incurred,

‘(B) which are paid or incurred within a
reasonable period of time before or after the
indebtedness is incurred, and

‘“(C) which are attributable to education

furnished during a period during which the
recipient was an eligible student.
Such term includes indebtedness used to re-
finance indebtedness which qualifies as a
qualified education loan. The term ‘qualified
education loan’ shall not include any indebt-
edness owed to a person who is related (with-
in the meaning of section 267(b) or 707(b)(1))
to the taxpayer.

‘(2) QUALIFIED HIGHER EDUCATION EX-
PENSES.—The term ‘qualified higher edu-
cation expenses’ means the cost of attend-
ance (as defined in section 472 of the Higher
Education Act of 1965, 20 U.S.C. 108711, as in
effect on the day before the date of the en-
actment of this Act) at an eligible edu-
cational institution, reduced by the sum of—

‘“(A) the amount excluded from gross in-
come under section 135, 529, or 530 by reason
of such expenses, and

‘(B) the amount of any scholarship, allow-

ance, or payment described in section
25A(8)(2).
For purposes of the preceding sentence, the
term ‘eligible educational institution’ has
the same meaning given such term by sec-
tion 25A(d)(2), except that such term shall
also include an institution conducting an in-
ternship or residency program leading to a
degree or certificate awarded by an institu-
tion of higher education, a hospital, or a
health care facility which offers post-
graduate training.

‘“(3) ELIGIBLE STUDENT.—The term ‘eligible
student’ has the meaning given such term by
section 25A(d)(3).

‘“(4) DEPENDENT.—The term ‘dependent’ has
the meaning given such term by section 152.

““(f) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion shall be allowed under this section for
any amount for which a deduction is allow-
able under any other provision of this chap-
ter.

¢“(2) MARRIED COUPLES MUST FILE JOINT RE-
TURN.—If the taxpayer is married at the
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close of the taxable year, the deduction shall
be allowed under subsection (a) only if the
taxpayer and the taxpayer’s spouse file a
joint return for the taxable year.

‘(3) MARITAL STATUS.—Marital status shall
be determined in accordance with section
7703.

“(g) INFLATION ADJUSTMENTS.—

‘(1) DOLLAR LIMITATION ON AMOUNT OF
CREDIT.—

‘“‘(A) IN GENERAL.—In the case of a taxable
year beginning after 1998, the $2,500 amount
in subsection (b)(1) shall be increased by an
amount equal to—

‘(i) such dollar amount, multiplied by

‘‘(ii) 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 1997’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘(B) ROUNDING.—If any amount as adjusted
under subparagraph (A) is not a multiple of
$560, such amount shall be rounded to the
next lowest multiple of $50.

‘(2) INCOME LIMITS.—In the case of a tax-
able year beginning in a calendar year after
2000, the $40,000 and $80,000 amounts in sub-
section (b)(2) shall each be increased in the
same manner as amounts are increased
under section 25A(h)(2) for taxable years be-
ginning in such calendar year.”

(b) DEDUCTION ALLOWED WHETHER OR NOT
TAXPAYER ITEMIZES OTHER DEDUCTIONS.—
Subsection (a) of section 62 is amended by in-
serting after paragraph (17) the following
new paragraph:

¢(18) INTEREST ON EDUCATION LOANS.—The
deduction allowed by section 221.”

(¢) REPORTING REQUIREMENT.—

(1) IN GENERAL.—Section 6050S(a)(2) (relat-
ing to returns relating to higher education
tuition and related expenses) is amended to
read as follows:

‘(2) which is engaged in a trade or business
and which, in the course of such trade or
business—

““(A) makes payments during any calendar
year to any individual which constitutes re-
imbursements or refunds (or similar
amounts) of qualified tuition and related ex-
penses of such individual, or

‘(B) except as provided in regulations, re-
ceives from any individual interest aggre-
gating $600 or more for any calendar year on
1 or more qualified education loans,”’.

(2) INFORMATION.—Section 6050S(b)(2) is
amended—

(A) by inserting ‘‘or interest” after ‘‘pay-
ments’’ in subparagraph (A), and

(B) in subparagraph (C), by striking ‘‘and”’
at the end of clause (i), by inserting ‘‘and” at
the end of clause (ii), and by inserting after
clause (ii) the following:

‘“(iii) aggregate amount of interest re-
ceived for the calendar year from such indi-
vidual,”.

(3) DEFINITION.—Section 6050S(e) is amend-
ed by inserting ‘¢, and except as provided in
regulations, the term ‘qualified education
loan’ has the meaning given such term by
section 221(e)(1)”’ after ‘‘section 25A°.

(d) CLERICAL AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the last item
and inserting the following new items:

‘“‘Sec. 221. Interest on education loans.
‘“Sec. 222. Cross reference.”

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to any
qualified education loan (as defined in sec-
tion 221(e)(1) of the Internal Revenue Code of
1986, as added by this section) incurred on,
before, or after the date of the enactment of
this Act, but only with respect to—

(1) any loan interest payment due after De-
cember 31, 1996, and
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(2) the portion of the 60-month period re-
ferred to in section 221(d) of the Internal
Revenue Code of 1986 (as added by this sec-
tion) after December 31, 1996.

Subtitle B—Expanded Education Investment
Savings Opportunities

PART I—QUALIFIED TUITION PROGRAMS

SEC. 211. EXCLUSION FROM GROSS INCOME OF
EDUCATION DISTRIBUTIONS FROM
QUALIFIED TUITION PROGRAMS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 529(c)(3) (relating to distributions) is
amended to read as follows:

‘(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION EXPENSES.—If a distributee elects
the application of this subparagraph for any
taxable year—

‘(i) no amount shall be includible in gross
income by reason of a distribution which
congsists of providing a benefit to the dis-
tributee which, if paid for by the distributee,
would constitute payment of a qualified
higher education expense, and

‘‘(ii) the amount which (but for the elec-
tion) would be includible in gross income by
reason of any other distribution shall not be
so includible in an amount which bears the
same ratio to the amount which would be so
includible as the amount of the qualified
higher education expenses of the distributee
bears to the amount of the distribution.”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 1997, for education
furnished in academic periods beginning
after such date.

SEC. 212. ELIGIBLE EDUCATIONAL INSTITUTIONS
PERMITTED TO MAINTAIN QUALI-
FIED TUITION PROGRAMS; OTHER
MODIFICATIONS OF QUALIFIED
STATE TUITION PROGRAMS.

(a) ELIGIBLE EDUCATIONAL INSTITUTIONS
PERMITTED TO MAINTAIN QUALIFIED TUITION
PROGRAMS.—Paragraph (1) of section 529(b)
(defining qualified State tuition program) is
amended by inserting ‘‘or by one or more eli-
gible educational institutions’ after ‘‘main-
tained by a State or agency or instrumen-
tality thereof”.

(b) QUALIFIED HIGHER EDUCATION EXPENSES
To INCLUDE ROOM AND BOARD.—Paragraph (3)
of section 529(e) (defining qualified higher
education expenses) is amended to read as
follows:

‘(3) QUALIFIED HIGHER EDUCATION EX-
PENSES.—

““(A) IN GENERAL.—The term ‘qualified
higher education expenses’ means tuition,
fees, books, supplies, and equipment required
for the enrollment or attendance of a des-
ignated beneficiary at an eligible education
institution.

“(B) ROOM AND BOARD INCLUDED FOR STU-
DENTS WHO ARE AT LEAST HALF-TIME.—In the
case of an individual who is an eligible stu-
dent (as defined in section 25A(d)(3)) for any
academic period, such term shall also in-
clude reasonable costs for such period (as de-
termined under the qualified tuition pro-
gram) incurred by the designated beneficiary
for room and board while attending such in-
stitution. The amount treated as qualified
higher education expenses by reason of the
preceding sentence shall not exceed the min-
imum amount (applicable to the student) in-
cluded for room and board for such period in
the cost of attendance (as defined in section
472 of the Higher Education Act of 1965, 20
U.S.C. 108711, as in effect on the date of the
enactment of this paragraph) for the eligible
educational institution for such period.”

(¢) ADDITIONAL MODIFICATIONS.—

(1) MEMBER OF FAMILY.—Paragraph (2) of
section 529(e) (relating to other definitions
and special rules) is amended to read as fol-
lows:

‘“(2) MEMBER OF FAMILY.—The term ‘mem-
ber of the family’ means—

CONGRESSIONAL RECORD — SENATE

““(A) an individual who bears a relationship
to another individual which is a relationship
described in paragraphs (1) through (8) of sec-
tion 152(a), and

‘(B) the spouse of any individual described
in subparagraph (A).”

(2) ELIGIBLE EDUCATIONAL INSTITUTION.—
Section 529(e) is amended by adding at the
end the following:

“(5) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘eligible educational institution’
means an institution—

‘“(A) which is described in section 481 of the
Higher Education Act of 1965 (20 U.S.C. 1088),
as in effect on the date of the enactment of
this paragraph, and

‘“(B) which is eligible to participate in a
program under title IV of such Act.”

(3) NO CONTRIBUTIONS AFTER BENEFICIARY
ATTAINS AGE 18; DISTRIBUTIONS REQUIRED IN
CERTAIN CASES.—

(A) IN GENERAL.—Subsection (b) of section
529 is amended by adding at the end the fol-
lowing new paragraph:

‘“(8) RESTRICTIONS RELATING TO AGE OF BEN-
EFICIARY; COMPLETION OF EDUCATION.—

‘““(A) IN GENERAL.—A program shall be
treated as a qualified tuition program only
if—

‘(i) no contribution is accepted on behalf
of a designated beneficiary after the date on
which such beneficiary attains age 18, and

‘“(ii) any balance to the credit of a des-
ignated beneficiary (if any) on the account
termination date shall be distributed within
30 days after such date to such beneficiary
(or in the case of death, the estate of the
beneficiary).

“(B) ACCOUNT TERMINATION DATE.—For pur-
poses of subparagraph (A), the term ‘account
termination date’ means whichever of the
following dates is the earliest:

‘(i) The date on which the designated ben-
eficiary attains age 30.

‘“(ii) The date on which the designated ben-
eficiary dies.”

(B) ROLLOVERS.—Section  529(c)(3) is
amended by adding at the end the following:

‘“‘(E) ROLLOVERS TO INDIVIDUAL RETIREMENT
ACCOUNTS AT AGE 30.—Subparagraph (A) shall
not apply to any distribution to the des-
ignated beneficiary required under sub-
section (b)(8) by reason of the beneficiary at-
taining age 30 to the extent the beneficiary,
within 60 days of the distribution, transfers
such distribution to an individual retirement
account established on the individual’'s be-
half.”

(C) CONFORMING AMENDMENTS.—

(i) Section 408(a)(1) is amended by striking
“‘or 403(b)(8)” and inserting ‘403(b)(8), or
529(c)(3)(E)”".

(ii) Subparagraph (A) of section 4973(b)(1) is
amended by striking ‘‘or 408(b)(3)” and in-
serting ‘408(b)(3), or 529(c)(3)(E)’.

(4) ESTATE AND GIFT TAX TREATMENT.—

(A) GIFT TAX TREATMENT.—

(i) Paragraph (2) of section 529(c) is amend-
ed to read as follows:

‘(2) GIFT TAX TREATMENT OF CONTRIBU-
TIONS.—For purposes of chapters 12 and 13,
any contribution to a qualified tuition pro-
gram on behalf of any designated beneficiary
shall—

““(A) be treated as a completed gift to such
beneficiary which is not a future interest in
property, and

‘““(B) shall not be treated as a qualified
transfer under section 2503(e).”

(ii) Paragraph (5) of section 529(c) is
amended to read as follows:

‘(5) OTHER GIFT TAX RULES.—For purposes
of chapters 12 and 13—

“(A) TREATMENT OF DISTRIBUTIONS.—In no
event shall a distribution from a qualified
tuition program be treated as a taxable gift.

‘(B) TREATMENT OF DESIGNATION OF NEW
BENEFICIARY.—The taxes imposed by chap-
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ters 12 and 13 shall apply to a transfer by
reason of a change in the designated bene-
ficiary under the program (or a rollover to
the account of a new beneficiary) only if the
new beneficiary is a generation below the
generation of the old beneficiary (deter-
mined in accordance with section 2651).”

(B) ESTATE TAX TREATMENT.—Paragraph (4)
of section 529(c) is amended to read as fol-
lows:

‘“(4) ESTATE TAX TREATMENT.—

‘“(A) IN GENERAL.—No amount shall be in-
cludible in the gross estate of any individual
for purposes of chapter 11 by reason of an in-
terest in a qualified tuition program.

“(B) AMOUNTS INCLUDIBLE IN ESTATE OF
DESIGNATED BENEFICIARY IN CERTAIN CASES.—
Subparagraph (A) shall not apply to amounts
distributed on account of the death of a ben-
eficiary.”

(5) LIMITATION ON CONTRIBUTIONS TO QUALI-
FIED TUITION PROGRAMS NOT MAINTAINED BY A
STATE.—Subsection (b) of section 529 is
amended by adding at the end the following
new paragraph:

“(9) LIMITATION ON CONTRIBUTIONS TO
QUALIFIED TUITION PROGRAMS NOT MAINTAINED
BY A STATE.—In the case of a program not
maintained by a State or agency or instru-
mentality thereof, such program shall not be
treated as a qualified tuition program unless
it limits the annual contribution to the pro-
gram on behalf of a designated beneficiary to
the sum of $2,000 plus the amount of the
credit allowable under section 25A for 1
qualifying child.”

(d) ADDITIONAL TAX ON AMOUNTS NOT USED
For HIGHER EDUCATION EXPENSES.—Section
529 is amended by adding at the end the fol-
lowing new subsection:

*“(f) IMPOSITION OF ADDITIONAL TAX.—

‘(1) IN GENERAL.—In the case of a qualified
tuition program not maintained by a State
or any agency or instrumentality thereof,
the tax imposed by this chapter for any tax-
able year on any taxpayer who receives a
payment or distribution from such program
which is includible in gross income shall be
increased by 10 percent of the amount which
is so includible.

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not
apply if the payment or distribution is—

‘“(A) made to a beneficiary (or to the estate
of the designated beneficiary) on or after the
death of the designated beneficiary,

‘(B) attributable to the designated bene-
ficiary’s being disabled (within the meaning
of section 72(m)(7)), or

‘(C) made on account of a scholarship, al-
lowance, or payment described in section
25A(2)(2) received by the account holder to
the extent the amount of the payment or dis-
tribution does not exceed the amount of the
scholarship, allowance, or payment.

¢(3) EXCESS CONTRIBUTIONS RETURNED BE-
FORE DUE DATE OF RETURN.—In the case of a
qualified tuition program not maintained by
a State or any agency or instrumentality
thereof, paragraph (1) shall not apply to the
distribution to a contributor of any con-
tribution made during a taxable year on be-
half of a designated beneficiary to the extent
that such contribution exceeds the limita-
tion in section 4973(e) if—

‘“(A) such distribution is received on or be-
fore the day prescribed by law (including ex-
tensions of time) for filing such contributor’s
return for such taxable year, and

‘“(B) such distribution is accompanied by
the amount of net income attributable to
such excess contribution.

Any net income described in subparagraph
(B) shall be included in the gross income of
the contributor for the taxable year in which
such excess contribution was made.”’

(e) COORDINATION WITH EDUCATION SAVINGS
BoND.—Section 135(c)(2) (defining qualified
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higher education expenses) is amended by
adding at the end the following:

¢(C) CONTRIBUTIONS TO QUALIFIED TUITION
PROGRAM.—Such term shall include any con-
tribution to a qualified tuition program (as
defined in section 529) on behalf of a des-
ignated beneficiary (as defined in such sec-
tion) who is an individual described in sub-
paragraph (A); but there shall be no increase
in the investment in the contract for pur-
poses of applying section 72 by reason of any
portion of such contribution which is not in-
cludible in gross income by reason of this
subparagraph.”’

(f) TAX ON EXCESS CONTRIBUTIONS.—

(1) IN GENERAL.—Subsection (a) of section
4973 is amended by striking ‘‘or’’ at the end
of paragraph (2) and by inserting after para-
graph (3) the following new paragraphs:

‘“(4) a qualified tuition program (as defined
in section 529) not maintained by a State or
any agency or instrumentality thereof, or

‘“(6) a KIDSAVE account (as defined in sec-
tion 530),”.

(2) EXCESS CONTRIBUTIONS DEFINED.—Sec-
tion 4973 is amended by adding at the end the
following new subsection:

‘‘(e) EXCESss CONTRIBUTIONS TO PRIVATE
QUALIFIED TUITION PROGRAM AND KIDSAVE
AccoUNTs.—For purposes of this section—

‘(1) IN GENERAL.—In the case of private
education investment accounts maintained
for the benefit of any 1 beneficiary, the term
‘excess contributions’ means the amount by
which the amount contributed for the tax-
able year to such accounts exceeds the sum
of $2,000 plus the amount of the credit al-
lowed under section 25A for such beneficiary
for such taxable year.

‘(2) PRIVATE EDUCATION INVESTMENT AC-
COUNT.—For purposes of paragraph (1), the
term ‘private education investment account’
means—

““(A) a qualified tuition program (as de-
fined in section 529) not maintained by a
State or any agency or instrumentality
thereof, and

‘“(B) a KIDSAVE account (as defined in
section 530).

‘(3) SPECIAL RULES.—For purposes of para-
graph (1), the following contributions shall
not be taken into account:

““(A) Any contribution which is distributed
out of the KIDSAVE account in a distribu-
tion to which section 530(c)(3)(B) applies.

‘(B) Any contribution to a qualified tui-
tion program (as so defined) described in sec-
tion 530(b)(2)(B) from any such account.

‘(C) Any rollover contribution.”

(g) CLARIFICATION OF TAXATION OF DIs-
TRIBUTIONS.—Subparagraph (A) of section
529(c)(3) is amended to read as follows:

‘“(A) IN GENERAL.—Any distribution from a
qualified tuition program—

‘(i) shall be includible in the gross income
of the distributee to the extent allocable to
income under the program, and

‘“(ii) shall not be includible in gross income
to the extent allocable to the investment in
the contract.

For purposes of the preceding sentence, rules
similar to the rules of section 72(e)(3) shall
apply.”

(h) TECHNICAL AMENDMENTS.—

(1) Paragraph (2) of section 26(b) is amend-
ed by redesignating subparagraphs (E)
through (P) as subparagraphs (F) through
(Q), respectively, and by inserting after sub-
paragraph (D) the following new subpara-
graph:

“(E) section 529(f) (relating to additional
tax on certain distributions from qualified
tuition programs),”.

(2) The text of section 529 is amended by
striking ‘‘qualified State tuition program’’
each place it appears and inserting ‘‘quali-
fied tuition program™.
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(3)(A) The section heading of section 529 is
amended to read as follows:

“SEC. 529. QUALIFIED TUITION PROGRAMS.”

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

(4)(A) The heading for part VIII of sub-
chapter F of chapter 1 is amended to read as
follows:

“PART VIII—HIGHER EDUCATION SAVINGS
ENTITIES”.

(B) The table of parts for subchapter F of
chapter 1 is amended by striking the item re-
lating to part VIII and inserting:

“Part VIII. Higher education savings enti-
ties.”

(5)(A) Section 529(d) is amended to read as
follows:

‘‘(d) REPORTS.—Each officer or employee
having control of the qualified tuition pro-
gram or their designee shall make such re-
ports regarding such program to the Sec-
retary and to designated beneficiaries with
respect to contributions, distributions, and
such other matters as the Secretary may re-
quire under regulations. The reports required
by this subsection shall be filed at such time
and in such manner and furnished to such in-
dividuals at such time and in such manner as
may be required by those regulations.”

(B) Paragraph (2) of section 6693(a) (relat-
ing to failure to provide reports on indi-
vidual retirement accounts or annuities) is
amended by striking ‘“‘and’ at the end of sub-
paragraph (A), by striking the period at the
end of subparagraph (B) and inserting ¢,
and’’, and by adding at the end the following
new subparagraph:

“(C) Section 529(d) (relating to qualified
tuition programs).”’

(C) The section heading for section 6693 is
amended by striking ‘‘individual retirement’” and
inserting ‘‘certain tax-favored’’.

(D) The item relating to section 6693 in the
table of sections for part I of subchapter B of
chapter 68 is amended by striking ‘‘indi-
vidual retirement’’ and inserting ‘‘certain
tax-favored”.

(i) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall take effect on
January 1, 1998.

(2) EXPENSES TO INCLUDE ROOM AND BOARD,
ETC.—The amendments made by subsection
(b) and (c)(2) shall apply to distributions
after December 31, 1997, with respect to ex-
penses paid after such date (in taxable years
ending after such date), for education fur-
nished in academic periods beginning after
such date.

(3) COORDINATION WITH EDUCATION SAVINGS
BONDS.—The amendment made by subsection
(e) shall apply to taxable years beginning
after December 31, 1997.

(4) ESTATE AND GIFT TAX CHANGES.—

(A) GIFT TAX CHANGES.—Paragraphs (2) and
(5) of section 529(c) of the Internal Revenue
Code of 1986, as amended by this section,
shall apply to transfers (including designa-
tions of new beneficiaries) made after the
date of the enactment of this Act.

(B) ESTATE TAX CHANGES.—Paragraph (4) of
such section 529(c) shall apply to estates of
decedents dying after June 8, 1997.

(5) REPORTING.—The amendments made by
subsection (g) shall apply after June 16, 1997.

PART II—KIDSAVE ACCOUNTS
SEC. 213. KIDSAVE ACCOUNTS.

(a) IN GENERAL.—Part VIII of subchapter F
of chapter 1 (relating to qualified State tui-
tion programs) is amended by adding at the
end the following new section:
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“SEC. 530. KIDSAVE ACCOUNTS.

‘‘(a) GENERAL RULE.—A KIDSAVE account
shall be exempt from taxation under this
subtitle. Notwithstanding the preceding sen-
tence, the KIDSAVE account shall be subject
to the taxes imposed by section 511 (relating
to imposition of tax on unrelated business
income of charitable organizations).

““(b) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

<1 KIDSAVE  AccOoUNT.—The  term
‘KIDSAVE account’ means a trust created or
organized in the United States exclusively
for the purpose of paying the qualified higher
education expenses of the account holder,
but only if the written governing instrument
creating the trust meets the following re-
quirements:

“‘(A) No contribution will be accepted—

‘(i) unless it is in cash,

‘“(ii) after the date on which the account
holder attains age 18, or

‘“(iii) except in the case of rollover con-
tributions, if such contribution would result
in aggregate contributions for the taxable
year exceeding the amount of the credit al-
lowable under section 35 for the taxable year
for 1 qualifying child.

‘““(B) The trustee is a bank (as defined in
section 408(n)) or another person who dem-
onstrates to the satisfaction of the Secretary
that the manner in which that person will
administer the trust will be consistent with
the requirements of this section.

‘“(C) No part of the trust assets will be in-
vested in life insurance contracts.

‘(D) The assets of the trust shall not be
commingled with other property except in a
common trust fund or common investment
fund.

‘“(E) Upon the death of the account holder,
any balance in the account will be distrib-
uted as required under section 529(b)(8) (as if
such account were a qualified tuition pro-
gram).

‘(2) QUALIFIED HIGHER EDUCATION EX-
PENSES.—

““(A) IN GENERAL.—The term ‘qualified
higher education expenses’ has the same
meaning given such term by section 529(e)(3).

“(B) QUALIFIED TUITION PROGRAMS.—Such
term shall include amounts paid or incurred
to purchase tuition credits or certificates, or
to make contributions to an account, under
a qualified tuition program (as defined in
section 529(b)) for the benefit of the account
holder.

*(3) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘eligible educational institution’
has the meaning given such term by section
529(e)(5).

‘“(4) ACCOUNT HOLDER.—The term ‘account
holder’ means the individual for whose ben-
efit the KIDSAVE account is established.

“(c) TAX TREATMENT OF DISTRIBUTIONS.—

‘(1) IN GENERAL.—Any amount paid or dis-
tributed out of a KIDSAVE account shall be
includible in gross income to the extent re-
quired by section 529(c)(3) (determined as if
the account were a qualified tuition pro-
gram).

¢(2) SPECIAL RULES FOR APPLYING ESTATE
AND GIFT TAXES WITH RESPECT TO ACCOUNT.—
Rules similar to the rules of paragraphs (2),
(4), and (5) of section 529(c) shall apply for
purposes of this section.

¢“(3) ADDITIONAL TAX FOR DISTRIBUTIONS NOT
USED FOR EDUCATIONAL EXPENSES.—

“‘(A) IN GENERAL.—The tax imposed by sec-
tion 529(f) shall apply to payments and dis-
tributions from a KIDSAVE account in the
same manner as such tax applies to qualified
tuition programs (as defined in section 529).

‘(B) EXCESS CONTRIBUTIONS RETURNED BE-
FORE DUE DATE OF RETURN.—Subparagraph
(A) shall not apply to the distribution to a
contributor of any contribution paid during
a taxable year to a KIDSAVE account to the
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extent that such contribution exceeds the
limitation in section 4973(e) if such distribu-
tion (and the net income with respect to
such excess contribution) meet requirements
comparable to the requirements of section
529(£)(3).

‘(4) ROLLOVER CONTRIBUTIONS—Paragraph
(1) shall not apply to any amount paid or dis-
tributed from a KIDSAVE account to the ex-
tent that the amount received is paid into
another KIDSAVE retirement account for
the benefit of the account holder or a mem-
ber of the family (within the meaning of sec-
tion 529(e)(2)) of the account holder not later
than the 60th day after the date of such pay-
ment or distribution. The preceding sentence
shall not apply to any payment or distribu-
tion if it applied to any prior payment or dis-
tribution during the 12-month period ending
on the date of the payment or distribution.

‘“(5) CHANGE IN ACCOUNT HOLDER.—AnNy
change in the account holder of a KIDSAVE
account shall not be treated as a distribution
for purposes of paragraph (1) if the new ac-
count holder is a member of the family (as so
defined) of the old account holder.

‘(6) SPECIAL RULES FOR DEATH AND DI-
VORCE.—Rules similar to the rules of para-
graphs (7) and (8) of section 220(f) shall apply.

“(d) TAX TREATMENT OF ACCOUNTS.—Rules
similar to the rules of paragraphs (2) and (4)
of section 408(e) shall apply to any KIDSAVE
account.

‘“(e) COMMUNITY PROPERTY LAWS.—This
section shall be applied without regard to
any community property laws.

“(f) CUSTODIAL ACCOUNTS.—For purposes of
this section, a custodial account shall be
treated as a trust if the assets of such ac-
count are held by a bank (as defined in sec-
tion 408(n)) or another person who dem-
onstrates, to the satisfaction of the Sec-
retary, that the manner in which he will ad-
minister the account will be consistent with
the requirements of this section, and if the
custodial account would, except for the fact
that it is not a trust, constitute an account
described in subsection (b)(1). For purposes
of this title, in the case of a custodial ac-
count treated as a trust by reason of the pre-
ceding sentence, the custodian of such ac-
count shall be treated as the trustee thereof.

*(g) REPORTS.—The trustee of a KIDSAVE
account shall make such reports regarding
such account to the Secretary and to the ac-
count holder with respect to contributions,
distributions, and such other matters as the
Secretary may require under regulations.
The reports required by this subsection shall
be filed at such time and in such manner and
furnished to such individuals at such time
and in such manner as may be required by
those regulations.”

(b) TAX ON PROHIBITED TRANSACTIONS.—

(1) IN GENERAL.—Paragraph (1) of section
4975(e) (relating to prohibited transactions)
is amended by striking ‘‘or” at the end of
subparagraph (D), by redesignating subpara-
graph (E) as subparagraph (F), and by insert-
ing after subparagraph (D) the following new
subparagraph:

“(E) A KIDSAVE account described in sec-
tion 530, or’’.

(2) SPECIAL RULE.—Subsection (c) of sec-
tion 4975 is amended by adding at the end of
subsection (c¢) the following new paragraph:

“(b) SPECIAL RULE FOR KIDSAVE AcC-
COUNTS.—An individual for whose benefit a
KIDSAVE account is established and any
contributor to such account shall be exempt
from the tax imposed by this section with re-
spect to any transaction concerning such ac-
count (which would otherwise be taxable
under this section) if section 530(d) applies
with respect to such transaction.”

(¢) FAILURE TO PROVIDE REPORTS ON
KIDSAVE AccoOUNTS.—Paragraph (2) of sec-
tion 6693(a) (relating to failure to provide re-
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ports on individual retirement accounts or
annuities) is amended by striking ‘‘and” at
the end of subparagraph (B), by striking the
period at the end of subparagraph (C) and in-
serting ‘‘, and”’, and by adding at the end the
following new subparagraph:

‘(D) Section 530(g) (relating to KIDSAVE
retirement accounts).”

(d) TECHNICAL AMENDMENTS.—

(1) Subparagraph (F) of section 26(b)(2), as
added by the preceding section, is amended
by inserting before the comma ‘‘and section
530(c)(3) (relating to additional tax on cer-
tain distributions from KIDSAVE ac-
counts)”’.

(2) Subparagraph (C) of section 135(c)(2), as
added by the preceding section, is amended
by inserting ‘‘, or to a KIDSAVE account (as
defined in section 530) on behalf of an ac-
count holder (as defined in such section),”
after ‘‘(as defined in such section)’’.

(3) The table of sections for part VIII of
subchapter F of chapter 1 is amended by add-
ing at the end the following new item:

‘“Sec. 530. KIDSAVE accounts.”

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

Subtitle C—Other Education Initiatives

SEC. 221. EXTENSION OF EXCLUSION FOR EM-
PLOYER-PROVIDED EDUCATIONAL
ASSISTANCE.

(a) IN GENERAL.—Section 127 (relating to
educational assistance programs) is amended
by striking subsection (d) and by redesig-
nating subsection (e) as subsection (d).

(b) REPEAL OF LIMITATION ON GRADUATE
EDUCATION.—The last sentence of section
127(c)(1) is amended by striking ‘¢, and such
term also does not include any payment for,
or the provision of any benefits with respect
to, any graduate level course of a kind nor-
mally taken by an individual pursuing a pro-
gram leading to a law, business, medical, or
other advanced academic or professional de-
gree’’.

(c) EFFECTIVE DATES.—

(1) EXTENSION.—The amendments made by
subsection (a) shall apply to taxable years
beginning after December 31, 1996.

(2) GRADUATE EDUCATION.—The amendment
made by subsection (b) shall apply with re-
spect to expenses relating to courses begin-
ning after December 31, 1996.

SEC. 222. REPEAL OF LIMITATION ON QUALIFIED
501(c)(3) BONDS OTHER THAN HOS-
PITAL BONDS.

Section 145(b) (relating to qualified
501(c)(3) bond) is amended by adding at the
end the following new paragraph:

¢“(5) TERMINATION OF LIMITATION.—This sub-
section shall not apply with respect to bonds
issued after the date of the enactment of this
paragraph to finance capital expenditures in-
curred after such date.”

SEC. 223. TAX CREDIT FOR PUBLIC ELEMENTARY
AND SECONDARY SCHOOL CON-
STRUCTION.

(a) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 (relating to gen-
eral business credits) is amended by adding
at the end the following new section:

“SEC. 45B. CREDIT FOR PUBLIC ELEMENTARY
AND SECONDARY SCHOOL CON-
STRUCTION.

‘“(a) IN GENERAL.—For purposes of section
38, the amount of the school construction
credit determined under this section for an
eligible taxpayer for any taxable year with
respect to an eligible school construction
project shall be an amount equal to the less-
er of—

‘(1) the applicable percentage of the quali-
fied school construction costs, or

‘(2) the excess (if any) of—

‘“(A) the taxpayer’s allocable school con-
struction amount with respect to such
project under subsection (d), over
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‘(B) any portion of such allocable amount
used under this section for preceding taxable
years.

“(b) ELIGIBLE TAXPAYER; ELIGIBLE SCHOOL
CONSTRUCTION PROJECT.—For purposes of
this section—

‘(1) ELIGIBLE TAXPAYER.—The term ‘eligi-
ble taxpayer’ means any person which—

““(A) has entered into a contract with a
local educational agency for the performance
of construction or related activities in con-
nection with an eligible school construction
project, and

‘“(B) has received an allocable school con-
struction amount with respect to such con-
tract under subsection (d).

“2) ELIGIBLE SCHOOL ~ CONSTRUCTION
PROJECT.—

‘““(A) IN GENERAL.—The term ‘eligible
school construction project’ means any

project related to a public elementary school
or secondary school that is conducted for 1
or more of the following purposes:

‘(i) Construction of school facilities in
order to ensure the health and safety of all
students, which may include—

‘() the removal of environmental hazards,

““(IT1) improvements in air quality, plumb-
ing, lighting, heating and air conditioning,
electrical systems, or basic school infra-
structure, and

‘“(III) building improvements that increase
school safety.

‘(ii) Construction activities needed to
meet the requirements of section 504 of the
Rehabilitation Act of 1973 (29 U.S.C. 794) or
of the Americans with Disabilities Act of
1990 (42 U.S.C. 12101 et seq.).

‘‘(iii) Construction activities that increase
the energy efficiency of school facilities.

‘“(iv) Comstruction that facilitates the use
of modern educational technologies.

‘(v) Comnstruction of new school facilities
that are needed to accommodate growth in
school enrollments.

‘(vi) Such other construction as the Sec-
retary of Education determines appropriate.

‘‘(B) SPECIAL RULES.—For purposes of this
paragraph—

‘(i) the term ‘construction’ includes recon-
struction, renovation, or other substantial
rehabilitation, and

*“(ii) an eligible school construction project
shall not include the costs of acquiring land
(or any costs related to such acquisition).

“(c) QUALIFIED SCHOOL CONSTRUCTION
CoSTS; APPLICABLE PERCENTAGE.—For pur-
poses of this section—

‘(1 IN GENERAL.—The term ‘qualified
school construction costs’ means the aggre-
gate amounts paid to an eligible taxpayer
during the taxable year under the contract
described in subsection (b)(1).

‘(2) APPLICABLE PERCENTAGE.—The term
‘applicable percentage’ means, in the case of
an eligible school construction project re-
lated to a local educational agency, the high-
er of the following percentages:

‘“‘(A) If the local educational agency has a
percentage or number of children described
in clause @{)I) or (@{i)T) of section
1125(¢)(2)(A) of the Elementary and Sec-
ondary KEducation Act of 1965 (20 U.S.C.
6335(c)(2)(A)), the applicable percentage is 10
percent.

‘(B) If the local educational agency has a
percentage or number of children described
in clause (1)(II) or (ii)(II) of such section, the
applicable percentage is 15 percent.

‘(C) If the local educational agency has a
percentage or number of children described
in clause (i)(III) or (ii)(III) of such section,
the applicable percentage is 20 percent.

‘(D) If the local educational agency has a
percentage or number of children described
in clause (i)(IV) or (ii)(IV) of such section,
the applicable percentage is 25 percent.
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‘““(E) If the local educational agency has a
percentage or number of children described
in clause (i)(V) or (ii)(V) of such section, the
applicable percentage is 30 percent.

‘(d) ALLOCABLE AMOUNT.—For purposes of
this section—

‘(1) IN GENERAL.—Subject to paragraph (3),
a local educational agency may allocate to
any person a school construction amount
with respect to any eligible school construc-
tion project.

¢(2) TIME FOR MAKING ALLOCATION.—An al-
location shall be taken into account under
paragraph (1) only if the allocation is made
at the time the contract described in sub-
section (b)(1) is entered into (or such later
time as the Secretary may by regulation
allow).

¢“(3) COORDINATION WITH STATE PROGRAM.—
A local educational agency may not allocate
school construction amounts for any cal-
endar year—

““(A) which in the aggregate exceed the
amount of the State school construction
ceiling allocated to such agency for such cal-
endar year under subsection (e), and

‘(B) which is consistent with any specific
allocation required by the State or this sec-
tion.

‘‘(e) STATE CEILINGS AND ALLOCATION.—

‘(1) IN GENERAL.—A State educational
agency shall allocate to local educational
agencies within the State for any calendar
year a portion of the State school construc-
tion ceiling for such year. Such allocations
shall be consistent with the State applica-
tion which has been approved under sub-
section (f) and with any requirement of this
section.

¢“(2) STATE SCHOOL CONSTRUCTION CEILING.—

‘““(A) IN GENERAL.—The State school con-
struction ceiling for any State for any cal-
endar year shall be an amount equal to the
State’s allocable share of the national school
construction amount.

‘“(B) STATE’S ALLOCABLE SHARE.—The
State’s allocable share of the national school
construction amount for a fiscal year shall
bear the same relation to the national school
construction amount for the fiscal year as
the amount the State received under section
1124 of the Elementary and Secondary Edu-
cation Act of 1965 (20 U.S.C. 6333) for the pre-
ceding fiscal year bears to the total amount
received by all States under such section for
such preceding fiscal year.

“(C) NATIONAL  SCHOOL  CONSTRUCTION
AMOUNT.—The national school construction
amount is $750,000,000 for each of calendar
years 1998, 1999, 2000, 2001, and 2002, reduced
by any amount described in paragraph (3).

‘(3) SPECIAL ALLOCATIONS FOR INDIAN
TRIBES AND TERRITORIES.—

““(A) ALLOCATION TO INDIAN TRIBES.—The
national school construction amount under
paragraph (2)(C) shall be reduced by 1.5 per-
cent for each calendar year and the Sec-
retary of Interior shall allocate such amount
among Indian tribes according to their re-
spective need for assistance under this sec-
tion.

“(B) ALLOCATION TO TERRITORIES.—The na-
tional school construction amount under
paragraph (2)(C) shall be reduced by 0.5 per-
cent for each calendar year and the Sec-
retary of Education shall allocate such
amount among the territories according to
their respective need for assistance under
this section.

‘“(4) REALLOCATION.—If the Secretary of
Education determines that a State is not
making satisfactory progress in carrying out
the State’s plan for the use of funds allo-
cated to the State under this section, the
Secretary may reallocate all or part of the
State school construction ceiling to 1 or
more other States that are making satisfac-
tory progress.
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‘‘(e) STATE APPLICATION.—

‘(1) IN GENERAL.—A State educational
agency shall not be eligible to allocate any
amount to a local educational agency for
any calendar year unless the agency submits
to the Secretary of Education (and the Sec-
retary approves) an application containing
such information as the Secretary may re-
quire, including—

‘“(A) an estimate of the overall condition of
school facilities in the State, including the
projected cost of upgrading schools to ade-
quate condition;

‘“(B) an estimate of the capacity of the
schools in the State to house projected stu-
dent enrollments, including the projected
cost of expanding school capacity to meet
rising student enrollment;

‘“(C) the extent to which the schools in the
State have the basic infrastructure elements
necessary to incorporate modern technology
into their classrooms, including the pro-
jected cost of upgrading school infrastruc-
ture to enable the use of modern technology
in classrooms;

‘(D) the extent to which the schools in the
State offer the physical infrastructure need-
ed to provide a high-quality education to all
students; and

‘“(E) an identification of the State agency
that will allocate credit amounts to local
educational agencies within the State.

“(2) SPECIFIC ITEMS IN ALLOCATION.—The
State shall include in the State’s application
the process by which the State will allocate
the credits to local educational agencies
within the State. The State shall consider in
its allocation process the extent to which—

““(A) the school district served by the local
educational agency has—

‘(i) a high number or percentage of the
total number of children aged 5 to 17, inclu-
sive, in the State who are counted under sec-
tion 1124(c) of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6333(c)); or

‘(ii) a high percentage of the total number
of low-income residents in the State;

‘“(B) the local educational agency lacks the
fiscal capacity, including the ability to raise
funds through the full use of such agency’s
bonding capacity and otherwise, to under-
take the eligible school construction project
without assistance;

“(C) the local area makes an unusually
high local tax effort, or has a history of
failed attempts to pass bond referenda;

‘(D) the local area contains a significant
percentage of federally owned land that is
not subject to local taxation;

“(E) the threat the condition of the phys-
ical facility poses to the safety and well-
being of students;

“(F) there is a demonstrated need for the
construction, reconstruction, renovation, or
rehabilitation based on the condition of the
facility;

‘(G) the extent to which the facility is
overcrowded; and

“(H) the extent to which assistance pro-
vided will be used to support eligible school
construction projects that would not other-
wise be possible to undertake.

““(3) IDENTIFICATION OF AREAS.—The State
shall include in the State’s application the
process by which the State will identify the
areas of greatest needs (whether those areas
are in large urban centers, pockets of rural
poverty, fast-growing suburbs, or elsewhere)
and how the State intends to meet the needs
of those areas.

“(4) ALLOCATIONS ON BASIS OF APPLICA-
TION.—The Secretary of Education shall
evaluate applications submitted under this
subsection and shall approve any such appli-
cation which meets the requirements of this
section.

‘(g) REQUIRED ALLOCATIONS.—Notwith-
standing any process for allocation under a
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State application under subsection (f), in the
case of a State which contains 1 or more of
the 100 school districts within the United
States which contains the largest number of
poor children (as determined by the Sec-
retary of Education), the State shall allocate
each calendar year to the local educational
agency serving such districts that portion of
the State school construction ceiling which
bears the same ratio to such ceiling as the
number of children in such district for the
preceding calendar year who are counted for
purposes of section 1124(c) of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 6333(c)) bears to the total number of
children in such State who are so counted.

‘‘(h) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) ELEMENTARY SCHOOL; LOCAL EDU-
CATIONAL AGENCY; SECONDARY SCHOOL; STATE
EDUCATIONAL AGENCY.—The terms ‘elemen-
tary school’, ‘local educational agency’, ‘sec-
ondary school’, and ‘State educational agen-
cy’ have the meanings given the terms in
section 14101 of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 8801).

‘“(2) TERRITORIES.—The term ‘territories’
means the United States Virgin Islands,
Guam, American Samoa, the Commonwealth
of the Northern Mariana Islands, the Repub-
lic of the Marshall Islands, the Federated
States of Micronesia, and the Republic of
Palau.

‘(83) STATE.—The term ‘State’ means each
of the several States of the United States,
the District of Columbia, and the Common-
wealth of Puerto Rico.”

(b) INCLUSION IN GENERAL BUSINESS CRED-
IT.—

(1) IN GENERAL.—Section 38(b) is amended
by striking ‘‘plus” at the end of paragraph
(11), by striking the period at the end of
paragraph (12) and inserting ‘¢, plus’’, and by
adding at the end the following new para-
graph:

‘(13) the school construction credit deter-
mined under section 45D(a).”’

(2) TRANSITION RULE.—Section 39(d) is
amended by adding at the end the following
new paragraph:

‘“(8) NO CARRYBACK OF SECTION 45D CREDIT
BEFORE ENACTMENT.—No portion of the un-
used business credit for any taxable year
which is attributable to the school construc-
tion credit determined under section 45D
may be carried back to a taxable year ending
before the date of the enactment of section
45D.”

(c) CONFORMING AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

‘““Sec. 46B. Credit for public elementary and
secondary school construc-
tion.”

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

SEC. 224. CONTRIBUTIONS OF COMPUTER TECH-
NOLOGY AND EQUIPMENT FOR ELE-
MENTARY OR SECONDARY SCHOOL
PURPOSES.

(a) CONTRIBUTIONS OF COMPUTER TECH-
NOLOGY AND EQUIPMENT FOR ELEMENTARY OR
SECONDARY SCHOOL PURPOSES.—Subsection
(e) of section 170 is amended by adding at the
end the following new paragraph:

‘(6) SPECIAL RULE FOR CONTRIBUTIONS OF
COMPUTER TECHNOLOGY AND EQUIPMENT FOR
ELEMENTARY OR SECONDARY SCHOOL PUR-
POSES.—

‘‘(A) LIMIT ON REDUCTION.—In the case of a
qualified elementary or secondary edu-
cational contribution, the reduction under
paragraph (1)(A) shall be no greater than the
amount determined under paragraph (3)(B).

“(B) QUALIFIED ELEMENTARY OR SECONDARY
EDUCATIONAL CONTRIBUTION.—For purposes of
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this paragraph, the term ‘qualified elemen-
tary or secondary educational contribution’
means a charitable contribution by a cor-
poration of any computer technology or
equipment, but only if—

‘(i) the contribution is to—

‘(I) an educational organization described
in subsection (b)(1)(A)(ii), or

‘“(IT) an entity described in section 501(c)(3)
and exempt from tax under section 501(a)
(other than an entity described in subclause
(I)) that is organized primarily for purposes
of supporting elementary and secondary edu-
cation,

‘‘(ii) the contribution is made not later
than 2 years after the date the taxpayer ac-
quired the property (or in the case of prop-
erty constructed by the taxpayer, the date
the construction of the property is substan-
tially completed),

‘“(iii) substantially all of the use of the
property by the donee is for use within the
United States for educational purposes in
any of the grades K-12 that are related to the
purpose or function of the organization or
entity,

““(iv) the property is not transferred by the
donee in exchange for money, other prop-
erty, or services, except for shipping, instal-
lation and transfer costs,

‘“(v) the property will fit productively into
the entity’s education plan, and

‘“(vi) the entity’s use and disposition of the
property will be in accordance with the pro-
visions of clauses (iii) and (iv).

‘“(C) CONTRIBUTION TO PRIVATE FOUNDA-
TION.—A contribution by a corporation of
any computer technology or equipment to a
private foundation (as defined in section 509)
shall be treated as a qualified elementary or
secondary educational contribution for pur-
poses of this paragraph if—

‘(i) the contribution to the private founda-
tion satisfies the requirements of clauses (ii)
and (iv) of subparagraph (B), and

‘(ii) within 30 days after such contribu-
tion, the private foundation—

““(I) contributes the property to an entity
described in clause (i) of subparagraph (B)
that satisfies the requirements of clauses
(iii) through (vi) of subparagraph (B), and

‘“(IT) notifies the donor of such contribu-
tion.

‘(D) SPECIAL RULE RELATING TO CONSTRUC-
TION OF PROPERTY.—For the purposes of this
paragraph, the rules of paragraph (4)(C) shall

apply.

‘‘(E) DEFINITIONS.—For the purposes of this
paragraph—

‘(i) COMPUTER TECHNOLOGY OR EQUIP-

MENT.—The term ‘computer technology or
equipment’ means computer software (as de-
fined by section 197(e)(3)(B)), computer or pe-
ripheral equipment (as defined by section
168(1)(2)(B)), and fiber optic cable related to
computer use.

¢“(ii) CORPORATION.—The term ‘corporation’
has the meaning given to such term by para-
graph (4)(D).”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
yvears beginning after the calendar year in
which this Act is enacted.

SEC. 225. INCREASE IN ARBITRAGE REBATE EX-
CEPTION FOR GOVERNMENTAL
BONDS USED TO FINANCE EDU-
CATION FACILITIES.

(a) IN GENERAL.—Section 148(f)(4)(D) (relat-
ing to exception for governmental units
issuing $5,000,000 or less of bonds) is amended
by adding at the end the following new
clause:

¢“(vii) INCREASE IN EXCEPTION FOR BONDS FI-
NANCING PUBLIC SCHOOL CAPITAL EXPENDI-
TURES.—Each of the $5,000,000 amounts in the
preceding provisions of this subparagraph
shall be increased by the lesser of $5,000,000
or so much of the aggregate face amount of
the bonds as are attributable to financing
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the construction (within the meaning of sub-
paragraph (C)(iv)) of public school facili-
ties.”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds
issued after December 31, 1997.

SEC. 226. 2-PERCENT FLOOR ON MISCELLANEOUS
ITEMIZED DEDUCTIONS NOT TO
APPLY TO CERTAIN CONTINUING
EDUCATION EXPENSES OF ELEMEN-
TARY AND SECONDARY SCHOOL
TEACHERS.

(a) IN GENERAL.—Section 67(b) (defining
miscellaneous itemized deductions) is
amended by striking ‘“‘and” at the end of
paragraph (11), by striking the period at the
end of paragraph (12) and inserting ‘‘, and”’,
and by adding at the end the following:

‘“(13) any deduction allowable for the quali-
fied professional development expenses of an

eligible teacher.”
(b) DEFINITIONS.—Section 67 is amended by

adding at the end the following new sub-
section:

“(g) QUALIFIED PROFESSIONAL DEVELOP-
MENT EXPENSES OF ELIGIBLE TEACHERS.—For
purposes of subsection (b)(13)—

(1) QUALIFIED PROFESSIONAL DEVELOPMENT
EXPENSES.—

‘““(A) IN GENERAL.—The term ‘qualified pro-
fessional development expenses’ means ex-
penses—

‘(i) for tuition, fees, books, supplies, equip-
ment, and transportation required for the
enrollment or attendance of an individual in
a qualified course of instruction, and

‘“(ii) with respect to which a deduction is
allowable under section 162 (determined
without regard to this section).

“(B) QUALIFIED COURSE OF INSTRUCTION.—
The term ‘qualified course of instruction’
means a course of instruction which—

‘(i) is at an institution of higher education
(as defined in section 481 of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1088), as in effect
on the date of the enactment of this sub-
section), and

‘“(i1) is part of a program of professional
development which is approved and certified
by the appropriate local educational agency
as directly related to the improvement of the
individual’s capacity to use learning tech-
nology in teaching.

‘“(C) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given such term by section 14101 of
the Elementary and Secondary Education
Act of 1965, as so in effect.

““(2) ELIGIBLE TEACHER.—

‘“(A) IN GENERAL.—The term
teacher’ means an individual who—

‘“(i) is a kindergarten through grade 12
teacher in an elementary or secondary
school, and

‘“(ii) has completed at least 2 academic
years as a teacher described in subparagraph
(A) before the qualified professional develop-
ment expenses of the individual have been
incurred.

“(B) ELEMENTARY OR SECONDARY SCHOOL.—
The terms ‘elementary school’ and ‘sec-
ondary school’ have the meanings given such
terms by section 14101 of the Elementary and
Secondary Education Act of 1965 (20 U.S.C.

8801), as so in effect.”
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 1997.
TITLE III—TAX RELIEF FOR FAMILY SAV-

INGS AND BUSINESS CAPITAL FORMA-

TION

Subtitle A—Tax Relief for Family Savings
SEC. 301. CAPITAL GAINS DEDUCTION.

(a) IN GENERAL.—Part I of subchapter P of
chapter 1 (relating to treatment of capital
gains) is amended by redesignating section
1202 as section 1203 and by inserting after
section 1201 the following new section:

“SEC. 1202. CAPITAL GAINS DEDUCTION.

‘‘(a) GENERAL RULE.—If for any taxable

year a taxpayer other than a corporation has

‘eligible
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a net capital gain, there shall be allowed as
a deduction an amount equal to 30 percent of
the taxpayer’s qualified 3-year gain for such
taxable year.

““(b) QUALIFIED 3-YEAR GAIN.—For purposes
of this section, the term ‘qualified 3-year
gain’ means the lesser of—

‘(1) net capital gain, or

‘(2) the amount of gain from the sale or
exchange of capital assets held more than 3
years.

‘‘(c) ESTATES AND TRUSTS.—In the case of
an estate or trust, the deduction shall be
computed by excluding the portion (if any) of
the gains for the taxable year from sales or
exchanges of capital assets which, under sec-
tions 6562 and 662 (relating to inclusions of
amounts in gross income of beneficiaries of
trusts), is includible by the income bene-
ficiaries as gain derived from the sale or ex-
change of capital assets.

‘‘(d) COORDINATION WITH TREATMENT OF
CAPITAL GAIN UNDER LIMITATION ON INVEST-
MENT INTEREST.—For purposes of this sec-
tion, the net capital gain for any taxable
year shall be reduced (but not below zero) by
the amount which the taxpayer takes into
account as investment income under section
163(d)(4)(B)(iii).

‘“(e) ADJUSTMENTS TO NET CAPITAL GAIN.—
For purposes of this section—

‘(1) COLLECTIBLES.—

‘‘(A) IN GENERAL.—Net capital gain shall be
computed without regard to collectibles
gain.

¢(B) COLLECTIBLES GAIN.—

‘(i) IN GENERAL.—The term ‘collectibles
gain’ means gain from the sale or exchange
of a collectible (as defined in section 408(m)
without regard to paragraph (3) thereof)
which is a capital asset held for more than 1
year but only to the extent such gain is
taken into account in computing gross in-
come.

‘(ii) PARTNERSHIPS, ETC.—For purposes of
clause (i), any gain from the sale of an inter-
est in a partnership, S corporation, or trust
which is attributable to unrealized apprecia-
tion in the value of collectibles shall be
treated as gain from the sale or exchange of
a collectible. Rules similar to the rules of
section 751 shall apply for purposes of the
preceding sentence.

“(2) GAIN FROM SMALL BUSINESS STOCK.—
Net capital gain shall be computed without
regard to any gain from the sale or exchange
of any qualified small business stock (within
the meaning of section 1203(c)) held more
than 5 years which is taken into account in
computing gross income.

““(3) PRE-EFFECTIVE DATE GAIN.—

‘““(A) IN GENERAL.—In the case of a taxable
year which includes May 7, 1997, net capital
gain shall be computed without regard to
pre-effective date gain.

‘(B) PRE-EFFECTIVE DATE GAIN.—The term
‘pre-effective date gain’ means the amount
which would be net capital gain under sub-
section (a) for a taxable year if such net cap-
ital gain were determined by taking into ac-
count only gain or loss properly taken into
account for the portion of the taxable year
before May 7, 1997.

‘(C) SPECIAL RULES FOR PASS-THRU ENTI-
TIES.—

(i) IN GENERAL.—In applying subparagraph
(A) with respect to any pass-thru entity, the
determination of when gains and losses are
properly taken into account shall be made at
the entity level.

““(ii) PASS-THRU ENTITY DEFINED.—For pur-
poses of clause (i), the term ‘pass-thru enti-
ty’ means—

“(I) a regulated investment company,

“(IT) a real estate investment trust,



June 26, 1997

“(III) an S corporation,

“(IV) a partnership,

(V) an estate or trust, and

“(VI) a common trust fund.

“(f) MAXIMUM RATE ON NONDEDUCTIBLE
CAPITAL GAIN.—

‘(1) IN GENERAL.—If a taxpayer other than
a corporation has a nondeductible net cap-
ital gain for any taxable year, then the tax
imposed by section 1 for the taxable year
shall not exceed the sum of—

‘“‘(A) a tax computed on the taxable income
reduced by the amount of the nondeductible
net capital gain, at the same rates and in the
same manner as if this subsection had not
been enacted, plus

‘“(B) a tax of 28 percent of the nondeduct-
ible net capital gain.

‘(2) NONDEDUCTIBLE NET CAPITAL GAIN.—
For purposes of paragraph (1), the term ‘non-
deductible net capital gain’ means an
amount equal to net capital gain, reduced by
the amount of gain to which subsection (a)
applies.”

(b) DEDUCTION ALLOWABLE IN COMPUTING
ADJUSTED GROSS INCOME.—Subsection (a) of
section 62 is amended by inserting after
paragraph (16) the following new paragraph:

“(17) LONG-TERM CAPITAL GAINS.—The de-
duction allowed by section 1202.”’

(¢) TECHNICAL AND CONFORMING CHANGES.—

(1)(A) Section 1 is amended by striking
subsection (h).

(B) Section 641(d)(2)(A) is amended by
striking ‘‘Except as provided in section 1(h),
the’’ and inserting ‘“The”’.

(2) Paragraph (1) of section 170(e) is amend-
ed by striking ‘‘the amount of gain’ in the
material following subparagraph (B)(ii) and
inserting ‘‘the amount of gain (70 percent of
such gain in the case of property other than
a collectible held more than 3 years)’.

(3) Subparagraph (B) of section 172(d)(2) is
amended to read as follows:

‘(B) the deduction under section 1202 shall
not be allowed.”

(4) The last sentence of section 453A(c)(3) is
amended by striking all that follows ‘‘long-
term capital gain,” and inserting ‘‘the max-
imum rate on net capital gain under section
1201 or the deduction, or maximum rate
under section 1202 (whichever is appropriate)
shall be taken into account.”

(5) Paragraph (4) of section 642(c) is amend-
ed to read as follows:

‘“(4) ADJUSTMENTS.—To the extent that the
amount otherwise allowable as a deduction
under this subsection consists of gain from
the sale or exchange of capital assets held
for more than 3 years, proper adjustment
shall be made for any deduction allowable to
the estate or trust under section 1202 (relat-
ing to capital gains deduction). In the case of
a trust, the deduction allowed by this sub-
section shall be subject to section 681 (relat-
ing to unrelated business income).”’

(6) The last sentence of section 643(a)(3) is
amended to read as follows: ‘“The deduction
under section 1202 (relating to capital gains
deduction) shall not be taken into account.”

(7) Subparagraph (C) of section 643(a)(6) is
amended by inserting ‘(i) before ‘‘there
shall” and by inserting before the period °,
and (ii) the deduction under section 1202 (re-
lating to capital gains deduction) shall not
be taken into account’.

(8)(A) Paragraph (2) of section 904(b) is
amended by striking subparagraph (A), by
redesignating subparagraph (B) as subpara-
graph (A), and by inserting after subpara-
graph (A) (as so redesignated) the following
new subparagraph:

‘(B) OTHER TAXPAYERS.—In the case of a
taxpayer other than a corporation, taxable
income from sources outside the United
States shall include gain from the sale or ex-
change of capital assets only to the extent of
foreign source capital gain net income.”
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(B) Subparagraph (A) of section 904(b)(2), as
so redesignated, is amended—

(i) by striking all that precedes clause (i)
and inserting the following:

‘“(A) CORPORATIONS.—In the case of a cor-
poration—"’, and

(ii) by striking in clause (i) “‘in lieu of ap-
plying subparagraph (A),”.

(C) Paragraph (3) of section 904(b) is
amended by striking subparagraphs (D) and
(E) and inserting the following new subpara-
graph:

‘(D) RATE DIFFERENTIAL PORTION.—The
rate differential portion of foreign source net
capital gain, net capital gain, or the excess
of net capital gain from sources within the
United States over net capital gain, as the
case may be, is the same proportion of such
amount as the excess of the highest rate of
tax specified in section 11(b) over the alter-
native rate of tax under section 1201(a) bears
to the highest rate of tax specified in section
11(b).”

(D) Clause (v) of section 593(b)(2)(D) is
amended—

(i) by striking ‘‘if there is a capital gain
rate differential (as defined in section
904(b)(3)(D)) for the taxable year,”’, and

(ii) by striking ‘‘section 904(b)(3)(E)”’ and
inserting ‘‘section 904(b)(3)(D)”’.

(9) The last sentence of section 1044(d) is
amended by striking ‘1202 and inserting
€1203”.

(10) Paragraph (1) of section 1402(i) is
amended by inserting ‘‘, and the deduction
provided by section 1202 shall not apply’’ be-
fore the period at the end thereof.

(d) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter P of chapter
1 is amended by striking the item relating to
section 1202 and by inserting after the item
relating to section 1201 the following new
items:

‘“Sec. 1202. Capital gains deduction.

‘“Sec. 1203. 50-percent exclusion
from certain
stock.”

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to taxable
years ending after May 6, 1997.

(2) CONTRIBUTIONS.—The amendment made
by subsection (¢)(2) shall apply to contribu-
tions after May 6, 1997.

SEC. 302. FAMILY DIVIDEND EXCLUSION.

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

“SEC. 116. PARTIAL EXCLUSION OF DIVIDENDS
RECEIVED BY INDIVIDUALS.

“(a) EXCLUSION FROM GROSS INCOME.—In
the case of taxable years beginning after De-
cember 31, 2002, gross income does not in-
clude 30 percent of the amount of eligible
dividends received during the taxable year
by an individual.

‘(b) ELIGIBLE DIVIDENDS.—For purposes of
this section—

“(1) IN GENERAL.—The term ‘eligible divi-
dends’ means, for any taxable year, the por-
tion of the dividends from domestic corpora-
tions not in excess of $250 ($500 in the case of
a joint return).

‘(2) CERTAIN DIVIDENDS EXCLUDED.—Such
term shall not include any dividend from a
corporation which, for the taxable year of
the corporation in which the distribution is
made, or for the next preceding taxable year
of the corporation, is a corporation exempt
from tax under section 501 (relating to cer-
tain charitable, etc., organization) or section
521 (relating to farmers’ cooperative associa-
tions).

for gain
small business
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“(c) SPECIAL RULES.—For purposes of this
section—

‘(1) DISTRIBUTIONS FROM REGULATED IN-
VESTMENT COMPANIES AND REAL ESTATE IN-
VESTMENT TRUSTS.—Subsection (a) shall
apply with respect to distributions by—

‘“(A) regulated investment companies to
the extent provided in section 854(c), and

‘“(B) real estate investment trusts to the
extent provided in section 857(c).

¢‘(2) DISTRIBUTIONS BY A TRUST.—For pur-
poses of subsection (a), the amount of eligi-
ble dividends properly allocable to a bene-
ficiary under section 652 or 662 shall be
deemed to have been received by the bene-
ficiary ratably on the same date that the
dividends were received by the estate or
trust.

¢“(3) CERTAIN NONRESIDENT ALIENS INELI-
GIBLE FOR EXCLUSION.—In the case of a non-
resident alien individual, subsection (a) shall
apply only—

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

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

(b) CLERICAL AND CONFORMING AMEND-
MENTS.—

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

‘“Sec. 116. Partial exclusion of dividends re-
ceived by individuals.”

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

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

(3) Subsection (a) of section 643 is amended
by inserting after paragraph (6) the following
new paragraph:

‘“(7) DIVIDENDS.—There shall be included
the amount of any dividends excluded from
gross income pursuant to section 116.”’

(4) Section 854 is amended by adding at the
end the following new subsection:

“(c) TREATMENT UNDER SECTION 116.—

‘(1) IN GENERAL.—For purposes of section
116, in the case of any dividend (other than a
dividend described in subsection (a)) received
from a regulated investment company which
meets the requirements of section 852 for the
taxable year in which it paid the dividend—

““(A) the entire amount of such dividend
shall be treated as a dividend if the aggre-
gate dividends received by such company
during the taxable year equal or exceed 75
percent of its gross income, or

‘(B) if subparagraph (A) does not apply, a
portion of such dividend shall be treated as a
dividend (and a portion of such dividend
shall be treated as interest) based on the por-
tion of the company’s gross income which
consists of aggregate dividends.

‘(2) NOTICE TO SHAREHOLDERS.—The
amount of any distribution by a regulated
investment company which may be taken
into account as a dividend for purposes of
the exclusion under section 116 shall not ex-
ceed the amount so designated by the com-
pany in a written notice to its shareholders
mailed not later than 45 days after the close
of its taxable year.

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

‘“(A) the term ‘gross income’ does not in-
clude gain from the sale or other disposition
of stock or securities, and
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‘“(B) the term ‘aggregate dividends re-

ceived’ includes only dividends received from
domestic corporations other than dividends
described in section 116(b)(2).
In determining the amount of any dividend
for purposes of subparagraph (B), the rules
provided in section 116(c)(1) (relating to cer-
tain distributions) shall apply.”’

(5) Subsection (c) of section 857 is amended
to read as follows:

“‘(c) LIMITATIONS APPLICABLE TO DIVIDENDS
RECEIVED FROM REAL ESTATE INVESTMENT
TRUSTS.—For purposes of section 116 (relat-
ing to an exclusion for dividends received by
individuals) and section 243 (relating to de-
ductions for dividends received by corpora-
tions), a dividend received from a real estate
investment trust which meets the require-
ments of this part shall not be considered as
a dividend.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to amounts received after December 31, 2002,
in taxable years ending after such date.

SEC. 303. EXEMPTION FROM TAX FOR GAIN ON
SALE OF PRINCIPAL RESIDENCE.

(a) IN GENERAL.—Section 121 (relating to
one-time exclusion of gain from sale of prin-
cipal residence by individual who has at-
tained age 55) is amended to read as follows:
“SEC. 121. EXCLUSION OF GAIN FROM SALE OF

PRINCIPAL RESIDENCE.

‘‘(a) EXCLUSION.—Gross income shall not
include gain from the sale or exchange of
property if, during the 5-year period ending
on the date of the sale or exchange, such
property has been owned and used by the
taxpayer as the taxpayer’s principal resi-
dence for periods aggregating 2 years or
more.

““(b) LIMITATIONS.—

‘(1) IN GENERAL.—The amount of gain ex-
cluded from gross income under subsection
(a) with respect to any sale or exchange shall
not exceed $250,000.

‘“(2) $500,000 LIMITATION FOR CERTAIN JOINT
RETURNS.—Paragraph (1) shall be applied by
substituting ‘$500,000” for ‘$250,000" if—

““(A) a husband and wife make a joint re-
turn for the taxable year of the sale or ex-
change of the property,

‘(B) either spouse meets the ownership re-
quirements of subsection (a) with respect to
such property,

‘(C) both spouses meet the use require-
ments of subsection (a) with respect to such
property, and

‘(D) neither spouse is ineligible for the
benefits of subsection (a) with respect to
such property by reason of paragraph (3).

“(3) APPLICATION TO ONLY 1 SALE OR EX-
CHANGE EVERY 2 YEARS.—

‘“‘(A) IN GENERAL.—Subsection (a) shall not
apply to any sale or exchange by the tax-
payer if, during the 2-year period ending on
the date of such sale or exchange, there was
any other sale or exchange by the taxpayer
to which subsection (a) applied.

“(B) PRE-MAY 7, 1997, SALES NOT TAKEN INTO
ACCOUNT.—Subparagraph (A) shall be applied
without regard to any sale or exchange be-
fore May 7, 1997.

‘‘(c) EXCLUSION FOR TAXPAYERS FAILING TO
MEET CERTAIN REQUIREMENTS.—

‘(1) IN GENERAL.—In the case of a sale or
exchange to which this subsection applies,
the ownership and use requirements of sub-
section (a) shall not apply and subsection
(b)(3) shall not apply; but the amount of gain
excluded from gross income under subsection
(a) with respect to such sale or exchange
shall not exceed—

‘““(A) the amount which bears the same
ratio to the amount which would be so ex-
cluded if such requirements had been met, as

‘(B) the shorter of—

‘(i) the aggregate periods, during the 5-
year period ending on the date of such sale
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or exchange, such property has been owned
and used by the taxpayer as the taxpayer’s
principal residence, or

‘“(i1) the period after the date of the most
recent prior sale or exchange by the tax-
payer to which subsection (a) applied and be-
fore the date of such sale or exchange,
bears to 2 years.

‘“(2) SALES AND EXCHANGES TO WHICH SUB-
SECTION APPLIES.—This subsection shall
apply to any sale or exchange if—

‘‘(A) subsection (a) would not (but for this
subsection) apply to such sale or exchange
by reason of—

‘(i) a failure to meet the ownership and
use requirements of subsection (a), or

‘“(ii) subsection (b)(3), and

‘“(B) such sale or exchange is by reason of
a change in place of employment, health, or,
to the extent provided in regulations, unfore-
seen circumstances.

““(d) SPECIAL RULES.—

‘(1) PROPERTY OF DECEASED SPOUSE.—For
purposes of this section, in the case of an un-
married individual whose spouse is deceased
on the date of the sale or exchange of prop-
erty, the period such unmarried individual
owned such property shall include the period
such deceased spouse owned such property
before death.

¢“(2) PROPERTY OWNED BY SPOUSE OR FORMER
SPOUSE.—For purposes of this section—

““(A) PROPERTY TRANSFERRED TO INDIVIDUAL
FROM SPOUSE OR FORMER SPOUSE.—In the case
of an individual holding property transferred
to such individual in a transaction described
in section 1041(a), the period such individual
owns such property shall include the period
the transferor owned the property.

‘“(B) PROPERTY USED BY FORMER SPOUSE
PURSUANT TO DIVORCE DECREE, ETC.—Solely
for purposes of this section, an individual
shall be treated as using property as such in-
dividual’s principal residence during any pe-
riod of ownership while such individual’s
spouse or former spouse is granted use of the
property under a divorce or separation in-
strument (as defined in section 71(b)(2)).

¢(3) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—For purposes of this
section, if the taxpayer holds stock as a ten-
ant-stockholder (as defined in section 216) in
a cooperative housing corporation (as de-
fined in such section), then—

‘“(A) the holding requirements of sub-
section (a) shall be applied to the holding of
such stock, and

““(B) the use requirements of subsection (a)
shall be applied to the house or apartment
which the taxpayer was entitled to occupy as
such stockholder.

¢“(4) INVOLUNTARY CONVERSIONS.—

‘““(A) IN GENERAL.—For purposes of this sec-
tion, the destruction, theft, seizure, requisi-
tion, or condemnation of property shall be
treated as the sale of such property.

‘“(B) APPLICATION OF SECTION 1033.—In ap-
plying section 1033 (relating to involuntary
conversions), the amount realized from the
sale or exchange of property shall be treated
as being the amount determined without re-
gard to this section, reduced by the amount
of gain not included in gross income pursu-
ant to this section.

“(C) PROPERTY ACQUIRED AFTER INVOLUN-
TARY CONVERSION.—If the basis of the prop-
erty sold or exchanged is determined (in
whole or in part) under section 1033(b) (relat-
ing to basis of property acquired through in-
voluntary conversion), then the holding and
use by the taxpayer of the converted prop-
erty shall be treated as holding and use by
the taxpayer of the property sold or ex-
changed.

““(5) RECOGNITION OF GAIN ATTRIBUTABLE TO
DEPRECIATION.—Subsection (a) shall not
apply to so much of the gain from the sale of
any property as does not exceed the portion
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of the depreciation adjustments (as defined
in section 1250(b)(3)) attributable to periods
after May 6, 1997, in respect of such property.

¢“(6) DETERMINATION OF USE DURING PERIODS
OF OUT-OF-RESIDENCE CARE.—In the case of a
taxpayer who—

““(A) becomes physically or mentally in-
capable of self-care, and

‘“(B) owns property and uses such property
as the taxpayer’s principal residence during
the 5-year period described in subsection (a)
for periods aggregating at least 1 year,
then the taxpayer shall be treated as using
such property as the taxpayer’s principal
residence during any time during such 5-year
period in which the taxpayer owns the prop-
erty and resides in any facility (including a
nursing home) licensed by a State or polit-
ical subdivision to care for an individual in
the taxpayer’s condition.

“(7) DETERMINATION OF MARITAL STATUS.—
In the case of any sale or exchange, for pur-
poses of this section—

“‘(A) the determination of whether an indi-
vidual is married shall be made as of the
date of the sale or exchange, and

“(B) an individual legally separated from
his spouse under a decree of divorce or of
separate maintenance shall not be consid-
ered as married.

‘(8) SALES OF REMAINDER INTERESTS.—For
purposes of this section—

‘“(A) IN GENERAL.—At the election of the
taxpayer, this section shall not fail to apply
to the sale or exchange of an interest in a
principal residence by reason of such interest
being a remainder interest in such residence,
but this section shall not apply to any other
interest in such residence which is sold or
exchanged separately.

*(B) EXCEPTION FOR SALES TO RELATED PAR-
TIES.—Subparagraph (A) shall not apply to
any sale to, or exchange with, any person
who bears a relationship to the taxpayer
which is described in section 267(b) or 707(b).

‘“(e) DENIAL OF EXCLUSION FOR EXPATRI-
ATES.—This section shall not apply to any
sale or exchange by an individual if the
treatment provided by section 877(a)(1) ap-
plies to such individual.

“(f) ELECTION ToO HAVE SECTION NOT
APPLY.—This section shall not apply to any
sale or exchange with respect to which the
taxpayer elects not to have this section
apply.

‘(2) RESIDENCES ACQUIRED IN ROLLOVERS
UNDER SECTION 1034.—For purposes of this
section, in the case of property the acquisi-
tion of which by the taxpayer resulted under
section 1034 (as in effect on the day before
the date of the enactment of this section) in
the nonrecognition of any part of the gain
realized on the sale or exchange of another
residence, in determining the period for
which the taxpayer has owned and used such
property as the taxpayer’s principal resi-
dence, there shall be included the aggregate
periods for which such other residence (and
each prior residence taken into account
under section 1223(7) in determining the
holding period of such property) had been so
owned and used.”

(b) REPEAL OF NONRECOGNITION OF GAIN ON
ROLLOVER OF PRINCIPAL RESIDENCE.—Section
1034 (relating to rollover of gain on sale of
principal residence) is hereby repealed.

(c) EXCEPTION FROM REPORTING.—Sub-
section (e) of section 6045 (relating to return
required in the case of real estate trans-
actions) is amended by adding at the end the
following new paragraph:

‘() EXCEPTION FOR SALES OR EXCHANGES OF
CERTAIN PRINCIPAL RESIDENCES.—

‘““(A) IN GENERAL.—Paragraph (1) shall not
apply to any sale or exchange of a residence
for $250,000 or less if the person referred to in
paragraph (2) receives written assurance in a
form acceptable to the Secretary from the
seller that—
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‘(i) such residence is the principal resi-
dence (within the meaning of section 121) of
the seller,

‘‘(ii) if the Secretary requires the inclusion
on the return under subsection (a) of infor-
mation as to whether there is federally sub-
sidized mortgage financing assistance with
respect to the mortgage on residences, that
there is no such assistance with respect to
the mortgage on such residence, and

‘“(iii) the full amount of the gain on such

sale or exchange is excludable from gross in-
come under section 121.
If such assurance includes an assurance that
the seller is married, the preceding sentence
shall be applied by substituting ‘$500,000° for
‘$250,000°.

‘(B) SELLER.—For purposes of this para-
graph, the term ‘seller’ includes the person
relinquishing the residence in an exchange.”’

(d) CONFORMING AMENDMENTS.—

(1) The following provisions of the Internal
Revenue Code of 1986 are each amended by
striking ‘‘section 1034 and inserting ‘‘sec-
tion 1217: sections 25(e)(7), 56(e)(1)(A),
56(e)(3)(B)(1), 143 (W(C)A)(D),
163(h)(4)(A)A)(D), 280A(A)(D(A), 464(DH)(3)(B)(A),
1033(h)(4), 1274(c)(3)(B),  6334(a)(13), and
7872(£)(11)(A).

(2) Paragraph (4) of section 32(c) is amend-
ed by striking ‘‘(as defined in section
1034(h)(3))”’ and by adding at the end the fol-
lowing new sentence: ‘‘For purposes of the
preceding sentence, the term ‘extended ac-
tive duty’ means any period of active duty
pursuant to a call or order to such duty for
a period in excess of 90 days or for an indefi-
nite period.”

(3) Subparagraph (A) of 143(m)(6) is amend-
ed by inserting ‘‘(as in effect on the day be-
fore the date of the enactment of the Rev-
enue Reconciliation Act of 1997)” after
£1034(e)”’.

(4) Subsection (e) of section 216 is amended
by striking ‘‘such exchange qualifies for non-
recognition of gain under section 1034(f)”’ and
inserting ‘‘such dwelling unit is used as his
principal residence (within the meaning of
section 121).

(5) Section 512(a)(3)(D) is amended by in-
serting ‘‘(as in effect on the day before the
date of the enactment of the Revenue Rec-
onciliation Act of 1997)” after “1034”".

(6) Paragraph (7) of section 1016(a) is
amended by inserting ‘‘(as in effect on the
day before the date of the enactment of the
Revenue Reconciliation Act of 1997)” after
‘1034 and by inserting ‘‘(as so in effect)”
after ‘1034(e)”.

(7) Paragraph (3) of section 1033(k) is
amended to read as follows:

‘“(3) For exclusion from gross income of
gain from involuntary conversion of prin-
cipal residence, see section 121.”

(8) Subsection (e) of section 1038 is amend-
ed to read as follows:

‘‘(e) PRINCIPAL RESIDENCES.—If—

‘(1) subsection (a) applies to a reacquisi-
tion of real property with respect to the sale
of which gain was not recognized under sec-
tion 121 (relating to gain on sale of principal
residence); and

‘(2) within 1 year after the date of the re-
acquisition of such property by the seller,
such property is resold by him,

then, under regulations prescribed by the
Secretary, subsections (b), (¢), and (d) of this
section shall not apply to the reacquisition
of such property and, for purposes of apply-
ing section 121, the resale of such property
shall be treated as a part of the transaction
constituting the original sale of such prop-
erty.”

(9) Paragraph (7) of section 1223 is amended
by inserting ‘‘(as in effect on the day before
the date of the enactment of the Revenue
Reconciliation Act of 1997)" after ‘*1034”".
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(10)(A) Subsection (d) of section 1250 is
amended by striking paragraph (7) and by re-
designating paragraphs (9) and (10) as para-
graphs (7) and (8), respectively.

(B) Subsection (e) of section 1250 is amend-
ed by striking paragraph (3).

(11) Subsection (c) of section 6012 is amend-
ed by striking ‘‘(relating to one-time exclu-
sion of gain from sale of principal residence
by individual who has attained age 55)’ and
inserting ‘‘(relating to gain from sale of prin-
cipal residence)”.

(12) Paragraph (2) of section 6212(c) is
amended by striking subparagraph (C) and
by redesignating the succeeding subpara-
graphs accordingly.

(13) Section 6504 is amended by striking
paragraph (4) and by redesignating the suc-
ceeding paragraphs accordingly.

(14) The item relating to section 121 in the
table of sections for part III of subchapter B
of chapter 1 is amended to read as follows:

‘“Sec. 121. Exclusion of gain from sale of
principal residence.”

(15) The table of sections for part III of
subchapter O of chapter 1 of such Code is
amended by striking the item relating to
section 1034.

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to sales and ex-
changes after May 6, 1997.

(2) SALES BEFORE DATE OF ENACTMENT.—At
the election of the taxpayer, the amend-
ments made by this section shall not apply
to any sale or exchange before the date of
the enactment of this Act.

(3) BINDING CONTRACTS.—At the election of
the taxpayer, the amendments made by this
section shall not apply to a sale or exchange
after the date of the enactment of this Act,
if—

(A) such sale or exchange is pursuant to a
contract which was binding on such date, or

(B) without regard to such amendments,
gain would not be recognized under section
1034 of the Internal Revenue Code of 1986 (as
in effect on the day before the date of the en-
actment of this Act) on such sale or ex-
change by reason of a new residence acquired
on or before such date or with respect to the
acquisition of which by the taxpayer a bind-
ing contract was in effect on such date.

This paragraph shall not apply to any sale or

exchange by an individual if the treatment

provided by section 877(a)(1) of the Internal

Revenue Code of 1986 applies to such indi-

vidual.

Subtitle B—Business Capital Formation

SEC. 311. ROLLOVER OF CAPITAL GAINS ON CER-
TAIN SMALL BUSINESS INVEST-
MENTS.

(a) IN GENERAL.—Part III of subchapter O
of chapter 1 (relating to common nontaxable
exchanges) is amended by adding at the end
the following new section:

“SEC. 1045. ROLLOVER OF GAIN ON SMALL BUSI-
NESS INVESTMENTS.

‘‘(a) NONRECOGNITION OF GAIN.—In the case
of the sale of any eligible small business in-
vestment with respect to which the taxpayer
elects the application of this section, gain
from such sale shall be recognized only to
the extent that the amount realized on such
sale exceeds—

‘(1) the cost of any other eligible small
business investment purchased by the tax-
payer during the 6-month period beginning
on the date of such sale, reduced by

‘(2) any portion of such cost previously
taken into account under this section.

This section shall not apply to any gain
which is treated as ordinary income for pur-
poses of this subtitle.

“(b) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—
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‘(1) PURCHASE.—The term ‘purchase’ has
the meaning given such term by section
1043(b)(4).

‘(2) ELIGIBLE SMALL BUSINESS INVEST-
MENT.—Except as otherwise provided in this
section, the term ‘eligible small business in-
vestment’ means any stock in a domestic
corporation, and any partnership interest in
a domestic partnership, which is originally
issued after December 31, 1996, if—

‘““(A) as of the date of issuance, such cor-
poration or partnership is a qualified small
business entity,

‘(B) such stock or partnership interest is
acquired by the taxpayer at its original issue
(directly or through an underwriter)—

‘(i) in exchange for money or other prop-
erty (not including stock), or

‘(ii) as compensation for services (other
than services performed as an underwriter of
such stock or partnership interest), and

‘(C) the taxpayer has held such stock or
interest at least 6 months as of the time of
the sale described in subsection (a).

A rule similar to the rule of section 1202(c)(3)
shall apply for purposes of this section.

¢“(3) ACTIVE BUSINESS REQUIREMENT.—Stock
in a corporation, and a partnership interest
in a partnership, shall not be treated as an
eligible small business investment unless,
during substantially all of the taxpayer’s
holding period for such stock or partnership
interest, such corporation or partnership
meets the active business requirements of
subsection (c). A rule similar to the rule of
section 1202(c)(2)(B) shall apply for purposes
of this section.

*“(4) QUALIFIED SMALL BUSINESS ENTITY.—

‘““(A) IN GENERAL.—The term ‘qualified
small business entity’ means any domestic
corporation or partnership if—

‘(i) such entity (and any predecessor
thereof) had aggregate gross assets (as de-
fined in section 1202(d)(2)) of less than
$25,000,000 at all times before the issuance of
the interest described in paragraph (2), and

‘“(ii) the aggregate gross assets (as so de-
fined) of the entity immediately after the
issuance (determined by taking into account
amounts received in the issuance) are less
than $25,000,000.

‘“(B) AGGREGATION RULES.—Rules similar to
the rules of section 1202(d)(3) shall apply for
purposes of this paragraph.

““(¢) ACTIVE BUSINESS REQUIREMENT.—

‘(1) IN GENERAL.—For purposes of sub-
section (b)(3), the requirements of this sub-
section are met by a qualified small business
entity for any period if—

‘““(A) the entity is engaged in the active
conduct of a trade or business, and

““(B) at least 80 percent (by value) of the
assets of such entity are used in the active
conduct of a qualified trade or business
(within the meaning of section 1202(e)(3)).

Such requirements shall not be treated as
met for any period if during such period the
entity is described in subparagraph (A), (B),
(C), or (D) of section 1202(e)(4).

‘(2) SPECIAL RULE FOR CERTAIN ACTIVI-
TIES.—For purposes of paragraph (1), if, in
connection with any future trade or busi-
ness, an entity is engaged in—

““(A) startup activities described in section
195(c)(1)(A),

‘(B) activities resulting in the payment or
incurring of expenditures which may be
treated as research and experimental ex-
penditures under section 174, or

““(C) activities with respect to in-house re-
search expenses described in section 41(b)(4),

such entity shall be treated with respect to
such activities as engaged in (and assets used
in such activities shall be treated as used in)
the active conduct of a trade or business.
Any determination under this paragraph
shall be made without regard to whether the
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entity has any gross income from such ac-
tivities at the time of the determination.

¢“(3) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (5), (6), (7), and
(8) of section 1202(e) shall apply for purposes
of this subsection.

‘(d) CERTAIN OTHER RULES TO APPLY.—
Rules similar to the rules of subsections (f),
(g), (h), and (j) of section 1202 shall apply for
purposes of this section, except that a 6-
month holding period shall be substituted for
a b-year holding period where applicable.

‘‘(e) BASIS ADJUSTMENTS.—If gain from any
sale is not recognized by reason of subsection
(a), such gain shall be applied to reduce (in
the order acquired) the basis for determining
gain or loss of any eligible small business in-
vestment which is purchased by the taxpayer
during the 6-month period described in sub-
section (a).

“(f) STATUTE OF LIMITATIONS.—If any gain
is realized by the taxpayer on the sale or ex-
change of any eligible small business invest-
ment and there is in effect an election under
subsection (a) with respect to such gain,
then—

‘(1) the statutory period for the assess-
ment of any deficiency with respect to such
gain shall not expire before the expiration of
3 years from the date the Secretary is noti-
fied by the taxpayer (in such manner as the
Secretary may by regulations prescribe) of—

‘““(A) the taxpayer’s cost of purchasing
other eligible small business investments
which the taxpayer claims results in non-
recognition of any part of such gain,

“(B) the taxpayer’s intention not to pur-
chase other eligible small business invest-
ments within the 6-month period described
in subsection (a), or

‘(C) a failure to make such purchase with-
in such 6-month period, 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.

‘(g) REGULATIONS.—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out the purposes of this sec-
tion, including regulations to prevent the
avoidance of the purposes of this section
through splitups, shell corporations, partner-
ships, or otherwise and regulations to modify
the application of section 1202 to the extent
necessary to apply such section to a partner-
ship rather than a corporation.”

(b) CONFORMING AMENDMENT.—Paragraph
(23) of section 1016(a) is amended—

(1) by striking ‘‘or 1044’ and inserting °°,
1044, or 1045, and

(2) by striking ‘‘or 1044(d)”’ and inserting ‘‘,
1044(d), or 1045(e)”’.

(c) CLERICAL AMENDMENT.—The table of
sections for part IIT of subchapter O of chap-
ter 1 is amended by adding at the end the fol-
lowing new item:

‘“Sec. 1045. Rollover of gain on small business
investments.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 1996.

SEC. 312. MODIFICATIONS TO EXCLUSION OF
GAIN ON CERTAIN SMALL BUSINESS
STOCK.

(a) EXCLUSION AVAILABLE TO CORPORA-
TIONS.—

(1) IN GENERAL.—Subsection (a) of section
1203, as redesignated by section 301(a), is
amended by striking ‘‘other than a corpora-
tion”.

(2) TECHNICAL AMENDMENT.—Subsection (c)
of section 1203, as so redesignated, is amend-
ed by adding at the end the following new
paragraph:

‘(4) STOCK HELD AMONG MEMBERS OF CON-
TROLLED GROUP NOT ELIGIBLE.—Stock shall
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not be treated as qualified small business
stock if such stock was at any time held by
any member of the parent-subsidiary con-
trolled group (as defined in subsection (d)(3))
which includes the qualified small business.”’

(b) REPEAL OF MINIMUM TAX PREFERENCE.—

(1) IN GENERAL.—Section 57(a) is amended
by striking paragraph (7).

2) TECHNICAL AMENDMENT.—Section
53()(1)(B)(A1)(AT) is amended by striking
(5), and (7)”’ and inserting ‘“‘and (5)”’.

(c) SIZE OF BUSINESSES ELIGIBLE FOR EX-
CLUSION.—

(1) Section 1203(d)(1), as so redesignated, is
amended to read as follows:

(1) IN GENERAL.—The term ‘qualified
small business’ means any domestic corpora-
tion which is a C corporation—

“(A) if—

‘(i) the aggregate gross assets of such cor-
poration (or any predecessor thereof) at all
times on or after the date of the enactment
of the Revenue Reconciliation Act of 1997
and before the issuance did not exceed
$100,000,000, and

‘“(ii) the aggregate gross assets of such cor-
poration immediately after the issuance (de-
termined by taking into account amounts re-
ceived in the issuance) do not exceed
$100,000,000, and

‘“(B) such corporation agrees to submit
such reports to the Secretary and to share-
holders as the Secretary may require to
carry out the purposes of this section.”

(2) Section 1203(d), as so redesignated, is
amended by adding at the end the following
new paragraph:

‘“(4) INFLATION ADJUSTMENT.—

‘“(A) IN GENERAL.—In the case of stock
issued in any calendar year after 1998, each
dollar amount referred to in subsection
(d)(1)(A) shall be increased by an amount
equal to—

‘(i) such dollar amount, multiplied by

‘“(ii) 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 1997’
for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘(B) ROUNDING.—If any amount contained
in subsection (d)(1)(A)(i) as adjusted under
subparagraph (A) is not a multiple of
$1,000,000, such amount shall be rounded to
the next lower multiple of $1,000,000.”

(38) Section 1203(e)(3), as so redesignated, is
amended by striking subparagraph (C) and
redesignating subparagraphs (D) and (E) as
subparagraphs (C) and (D), respectively.

(@) PER-ISSUER LIMITATION.—Section
1203(b)(1)(A), as so redesignated, is amended
by striking ‘$10,000,000> and inserting
¢‘$20,000,000"".

(e) OTHER MODIFICATIONS.—

(1) WORKING CAPITAL LIMITATION.—Section
1203(e)(6), as so redesignated, is amended by
striking ‘‘2 years’ each place it appears and
inserting ‘5 years’’.

(2) REDEMPTION RULES.—Section 1203(c)(3),
as so redesignated, is amended by adding at
the end the following new subparagraph:

‘(D) WAIVER WHERE BUSINESS PURPOSE.—A
purchase of stock by the issuing corporation
shall be disregarded for purposes of subpara-
graph (B) if the issuing corporation estab-
lishes that there was a business purpose for
such purchase and one of the principal pur-
poses of the purchase was not to avoid the
limitation of this section.”

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to stock issued after
the date of the enactment of this Act.

(2) SPECIAL RULE.—The amendments made
by subsection (b), (d), and (e) shall apply to
stock issued after August 10, 1993.
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SEC. 313. EXPANSION OF SMALL BUSINESS STOCK
EXCLUSION TO FAMILY-OWNED
BUSINESSES.

(a) IN GENERAL.—Section 1203(a), as redes-
ignated by section 301(a) and amended by
section 312, is amended to read as follows:

‘‘(a) 50-PERCENT EXCLUSION.—Gross income
shall not include 50 percent of any gain from
the sale or exchange of—

‘(1) qualified small business stock held for
more than b years, and

‘(2) any qualified family-owned business
interest held for more than 5 years.”’

(b) QUALIFIED FAMILY-OWNED BUSINESS IN-
TEREST.—Section 1203, as so redesignated, is
amended by redesignating subsection (k) as
subsection (I) and by inserting after sub-
section (j) the following new subsection:

(k) QUALIFIED FAMILY-OWNED BUSINESS
INTEREST.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified fam-
ily-owned business interest’ means any in-
terest—

“(A) which consists of—

‘(i) stock in an S corporation,

‘(i) an interest in a partnership or other
pass-through entity, or

‘“(iii) an interest as a sole proprietor in a
trade or business,

which, as of the time the interest was ac-
quired, constitutes a qualified family-owned
business,

‘(B) which was acquired after the date of
the enactment of this subsection (and in the
case of stock, which was originally issued
after such date)—

‘(i) in exchange for money or other prop-
erty (not including such an interest), or

‘“(ii) as compensation for services provided
to the entity.

¢“(2) ACTIVE BUSINESS REQUIREMENT.—AnN in-
terest shall not qualify under paragraph (1)
unless, during substantially all of the tax-
payer’s holding period for such interest, the
qualified family-owned business meets the
active business requirements of subsection
(e) (without regard to paragraph (3)(C) there-
of).

¢“(3) QUALIFIED FAMILY-OWNED BUSINESS.—

“‘(A) IN GENERAL.—The term ‘qualified fam-
ily-owned business’ means a trade or busi-
ness which—

‘(1) is described in section 2033A(e) (deter-
mined by substituting ‘taxpayer’ for ‘dece-
dent’ each place it appears), and

‘‘(ii) except as provided in subparagraph
(B), meets the aggregate gross assets tests
described in subsection (d)(1).

‘‘(B) SPECIAL RULE FOR FARMS.—In the case
of a trade or business of farming (within the
meaning of section 2032A)—

‘(i) subparagraph (A)(i) shall not apply,
and

‘(i) such trade or business shall not be
treated as a qualified family-owned business
unless the average gross receipts of the trade
or business (or any predecessor) for the 3 tax-
able years preceding the taxable year in
which the interest is acquired did not exceed
$2,000,000.

‘‘(4) SPECIAL RULES.—For purposes of this
subsection.—

‘““(A) AGGREGATION.—In applying the
$2,000,000 1limit under paragraph (3) all per-
sons treated as 1 person under section 52 (a)
or (b) shall be treated as 1 person and all
trades or businesses of such person shall be
treated as 1 trade or business.

‘(B) INDEXING.—The $2,000,000 amount
under paragraph (3) shall be indexed at the
same time and manner as under subsection
(d)(4), except that subparagraph (B) thereof
shall be applied by substituting ‘$50,000° for
‘$1,000,000’.””

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to interests
acquired after the date of enactment of this
Act, in taxable years ending after such date.
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TITLE IV—ESTATE TAX RELIEF FOR
FAMILY BUSINESSES AND FARMS

SEC. 401. FAMILY-OWNED BUSINESS EXCLUSION.

(a) IN GENERAL.—Part IIT of subchapter A
of chapter 11 (relating to gross estate) is
amended by inserting after section 2033 the
following new section:

“SEC. 2033A. FAMILY-OWNED BUSINESS
ION.

‘‘(a) IN GENERAL.—In the case of an estate
of a decedent to which this section applies,
the value of the gross estate shall not in-
clude the lesser of—

‘(1) the adjusted value of the qualified
family-owned business interests of the dece-
dent otherwise includible in the estate, or

““(2) $900,000, reduced by the amount of any
exclusion allowed under this section with re-
spect to the estate of a previously deceased
spouse of the decedent.

“(b) ESTATES TO WHICH SECTION APPLIES.—

‘(1) IN GENERAL.—This section shall apply
to an estate if—

‘“(A) the decedent was (at the date of the
decedent’s death) a citizen or resident of the
United States,

‘(B) the sum of—

‘(i) the adjusted value of the qualified
family-owned business interests described in
paragraph (2), plus

‘‘(ii) the amount of the gifts of such inter-
ests determined under paragraph (3),

exceeds 50 percent of the adjusted gross es-
tate, and

‘(C) during the 8-year period ending on the
date of the decedent’s death there have been
periods aggregating 5 years or more during
which—

‘‘(i) such interests were owned by the dece-
dent or a member of the decedent’s family,
and

‘(i) there was material participation
(within the meaning of section 2032A(e)(6))
by the decedent or a member of the dece-
dent’s family in the operation of the business
to which such interests relate.

‘(2) INCLUDIBLE QUALIFIED FAMILY-OWNED
BUSINESS INTERESTS.—The qualified family-
owned business interests described in this
paragraph are the interests which—

‘“(A) are included in determining the value
of the gross estate (without regard to this
section), and

‘“(B) are acquired by any qualified heir
from, or passed to any qualified heir from,
the decedent (within the meaning of section
2032A(e)(9)).

‘“(3) INCLUDIBLE GIFTS OF INTERESTS.—The
amount of the gifts of qualified family-
owned business interests determined under
this paragraph is the excess of—

‘“(A) the sum of—

‘(i) the amount of such gifts from the de-
cedent to members of the decedent’s family
taken into account under subsection
2001(b)(1)(B), plus

‘‘(ii) the amount of such gifts otherwise ex-
cluded under section 2503(b),

to the extent such interests are continuously
held by members of such family (other than
the decedent’s spouse) between the date of
the gift and the date of the decedent’s death,
over

‘(B) the amount of such gifts from the de-
cedent to members of the decedent’s family
otherwise included in the gross estate.

‘‘(c) ADJUSTED GROSS ESTATE.—For pur-
poses of this section, the term ‘adjusted
gross estate’ means the value of the gross es-
tate (determined without regard to this sec-
tion)—

‘(1) reduced by any amount deductible
under paragraph (3) or (4) of section 2053(a),
and

‘“(2) increased by the excess of—

‘“(A) the sum of—
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‘(i) the amount of gifts determined under
subsection (b)(3), plus

‘“(ii) the amount (if more than de minimis)
of other transfers from the decedent to the
decedent’s spouse (at the time of the trans-
fer) within 10 years of the date of the dece-
dent’s death, plus

‘(iii) the amount of other gifts (not in-
cluded under clause (i) or (ii)) from the dece-
dent within 3 years of such date, other than
gifts to members of the decedent’s family
otherwise excluded under section 2503(b),
over

‘(B) the sum of the amounts described in
clauses (i), (ii), and (iii) of subparagraph (A)
which are otherwise includible in the gross
estate.

For purposes of the preceding sentence, the
Secretary may provide that de minimis gifts
to persons other than members of the dece-
dent’s family shall not be taken into ac-
count.

“(d) ADJUSTED VALUE OF THE QUALIFIED
FAMILY-OWNED BUSINESS INTERESTS.—For
purposes of this section, the adjusted value
of any qualified family-owned business inter-
est is the value of such interest for purposes
of this chapter (determined without regard
to this section), reduced by the excess of—

(1) any amount deductible under para-
graph (3) or (4) of section 2053(a), over

‘“(2) the sum of—

‘“(A) any indebtedness on any qualified res-
idence of the decedent the interest on which
is deductible under section 163(h)(3), plus

‘“(B) any indebtedness to the extent the
taxpayer establishes that the proceeds of
such indebtedness were used for the payment
of educational and medical expenses of the
decedent, the decedent’s spouse, or the dece-
dent’s dependents (within the meaning of
section 152), plus

‘(C) any indebtedness not described in
clause (i) or (ii), to the extent such indebted-
ness does not exceed $10,000.

““(e) QUALIFIED FAMILY-OWNED BUSINESS IN-
TEREST.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified family-owned busi-
ness interest’ means—

‘“(A) an interest as a proprietor in a trade
or business carried on as a proprietorship, or

‘(B) an interest in an entity carrying on a
trade or business, if—

‘(i) at least—

‘() 50 percent of such entity is owned (di-
rectly or indirectly) by the decedent and
members of the decedent’s family,

“(IT) 70 percent of such entity is so owned
by members of 2 families, or

‘“(III) 90 percent of such entity is so owned
by members of 3 families, and

‘“(ii) for purposes of subclause (II) or (III) of
clause (i), at least 30 percent of such entity
is so owned by the decedent and members of
the decedent’s family.

‘“(2) LIMITATION.—Such term shall not in-
clude—

‘“(A) any interest in a trade or business the
principal place of business of which is not lo-
cated in the United States,

‘(B) any interest in an entity, if the stock
or debt of such entity or a controlled group
(as defined in section 267(f)(1)) of which such
entity was a member was readily tradable on
an established securities market or sec-
ondary market (as defined by the Secretary)
at any time within 3 years of the date of the
decedent’s death,

‘“(C) any interest in a trade or business not
described in section 542(c)(2), if more than 35
percent of the adjusted ordinary gross in-
come of such trade or business for the tax-
able year which includes the date of the de-
cedent’s death would qualify as personal
holding company income (as defined in sec-
tion 543(a)),
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‘(D) that portion of an interest in a trade
or business that is attributable to—

‘(1) cash or marketable securities, or both,
in excess of the reasonably expected day-to-
day working capital needs of such trade or
business, and

‘“(ii) any other assets of the trade or busi-
ness (other than assets used in the active
conduct of a trade or business described in
section 542(c)(2)), the income of which is de-
scribed in section 543(a) or in subparagraph
(B), (C), (D), or (E) of section 954(c)(1) (deter-
mined by substituting ‘trade or business’ for
‘controlled foreign corporation’).

*“(3) RULES REGARDING OWNERSHIP.—

‘‘(A) OWNERSHIP OF ENTITIES.—For purposes
of paragraph (1)(B)—

‘(1) CORPORATIONS.—Ownership of a cor-
poration shall be determined by the holding
of stock possessing the appropriate percent-
age of the total combined voting power of all
classes of stock entitled to vote and the ap-
propriate percentage of the total value of
shares of all classes of stock.

‘‘(ii) PARTNERSHIPS.—Ownership of a part-
nership shall be determined by the owning of
the appropriate percentage of the capital in-
terest in such partnership.

‘(B) OWNERSHIP OF TIERED ENTITIES.—For
purposes of this section, if by reason of hold-
ing an interest in a trade or business, a dece-
dent, any member of the decedent’s family,
any qualified heir, or any member of any
qualified heir’s family is treated as holding
an interest in any other trade or business—

‘(i) such ownership interest in the other
trade or business shall be disregarded in de-
termining if the ownership interest in the
first trade or business is a qualified family-
owned business interest, and

‘‘(ii) this section shall be applied sepa-
rately in determining if such interest in any
other trade or business is a qualified family-
owned business interest.

‘(C) INDIVIDUAL OWNERSHIP RULES.—For
purposes of this section, an interest owned,
directly or indirectly, by or for an entity de-
scribed in paragraph (1)(B) shall be consid-
ered as being owned proportionately by or
for the entity’s shareholders, partners, or
beneficiaries. A person shall be treated as a
beneficiary of any trust only if such person
has a present interest in such trust.

¢“(f) TAX TREATMENT OF FAILURE TO MATE-
RIALLY PARTICIPATE IN BUSINESS OR DISPOSI-
TIONS OF INTERESTS.—

‘(1) IN GENERAL.—There is imposed an ad-
ditional estate tax if, within 10 years after
the date of the decedent’s death and before
the date of the qualified heir’s death—

‘““(A) the material participation require-
ments described in section 2032A(c)(6)(B) are
not met with respect to the qualified family-
owned business interest which was acquired
(or passed) from the decedent,

‘(B) the qualified heir disposes of any por-
tion of a qualified family-owned business in-
terest (other than by a disposition to a mem-
ber of the qualified heir’s family or through
a qualified conservation contribution under
section 170(h)),

‘“(C) the qualified heir loses United States
citizenship (within the meaning of section
877) or with respect to whom an event de-
scribed in subparagraph (A) or (B) of section
877(e)(1) occurs, and such heir does not com-
ply with the requirements of subsection (g),
or

‘(D) the principal place of business of a
trade or business of the qualified family-
owned business interest ceases to be located
in the United States.

*“(2) ADDITIONAL ESTATE TAX.—

‘“(A) IN GENERAL.—The amount of the addi-
tional estate tax imposed by paragraph (1)
shall be equal to—

‘(i) the applicable percentage of the ad-
justed tax difference attributable to the
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qualified family-owned business interest (as
determined under rules similar to the rules
of section 2032A(c)(2)(B)), plus

‘‘(ii) interest on the amount determined
under clause (i) at the underpayment rate es-
tablished under section 6621 for the period
beginning on the date the estate tax liability
was due under this chapter and ending on the
date such additional estate tax is due.

‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of this paragraph, the applicable per-
centage shall be determined under the fol-
lowing table:

“If the event described in

paragraph (1) occurs in
the following year of The applicable
material participation: percentage is:

1through 6 ...ccovevvviniiiiiiiiieieeeeens 100

7 .

‘(g) SECURITY REQUIREMENTS FOR NONCIT-
IZEN QUALIFIED HEIRS.—

‘(1) IN GENERAL.—Except upon the applica-
tion of subparagraph (F) or (M) of subsection
(h)(3), if a qualified heir is not a citizen of
the United States, any interest under this
section passing to or acquired by such heir
(including any interest held by such heir at
a time described in subsection (f)(1)(C)) shall
be treated as a qualified family-owned busi-
ness interest only if the interest passes or is
acquired (or is held) in a qualified trust.

*“(2) QUALIFIED TRUST.—The term ‘qualified
trust’ means a trust—

‘““(A) which is organized under, and gov-
erned by, the laws of the United States or a
State, and

‘“(B) except as otherwise provided in regu-
lations, with respect to which the trust in-
strument requires that at least 1 trustee of
the trust be an individual citizen of the
United States or a domestic corporation.

“(h) OTHER DEFINITIONS AND APPLICABLE
RULES.—For purposes of this section—

‘(1 QUALIFIED HEIR.—The term ‘qualified
heir'—

‘““(A) has the meaning given to such term
by section 2032A(e)(1), and

‘(B) includes any active employee of the
trade or business to which the qualified fam-
ily-owned business interest relates if such
employee has been employed by such trade
or business for a period of at least 10 years
before the date of the decedent’s death.

‘(2) MEMBER OF THE FAMILY.—The term
‘member of the family’ has the meaning
given to such term by section 2032A(e)(2).

‘(3) APPLICABLE RULES.—Rules similar to
the following rules shall apply:

““(A) Section 2032A(b)(4) (relating to dece-
dents who are retired or disabled).

“(B) Section 2032A(b)(5) (relating to special
rules for surviving spouses).

““(C) Section 2032A(c)(2)(D) (relating to par-
tial dispositions).

‘(D) Section 2032A(c)(3) (relating to only 1
additional tax imposed with respect to any 1
portion).

‘“(E) Section 2032A(c)(4) (relating to due
date).

““(F') Section 2032A(c)(b) (relating to liabil-
ity for tax; furnishing of bond).

“(G) Section 2032A(c)(7) (relating to no tax
if use begins within 2 years; active manage-
ment by eligible qualified heir treated as
material participation).

““(H) Section 2032A(e)(10) (relating to com-
munity property).

‘() Section 2032A(e)(14) (relating to treat-
ment of replacement property acquired in
section 1031 or 1033 transactions).

“(J) Section 2032A(f) (relating to statute of
limitations).

“(K) Section 6166(b)(3) (relating to farm-
houses and certain other structures taken
into account).

CONGRESSIONAL RECORD — SENATE

‘“(LL) Subparagraphs (B), (C), and (D) of sec-
tion 6166(g)(1) (relating to acceleration of
payment).

‘(M) Section 6324B (relating to special lien
for additional estate tax).”

(b) CLERICAL AMENDMENT.—The table of
sections for part III of subchapter A of chap-
ter 11 is amended by inserting after the item
relating to section 2033 the following new
item:

‘““‘Sec. 2033A. Family-owned business exclu-
sion.”

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1996.

SEC. 402. PORTION OF ESTATE TAX SUBJECT TO
4-PERCENT INTEREST RATE IN-
CREASED TO $2,500,000.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 6601(j)(2) (defining 4-percent portion) is
amended by striking ‘‘$345,800°" and inserting
‘$1,025,800”".

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to estates of
decedents dying after December 31, 1996.

SEC. 403. CERTAIN CASH RENTALS OF FARMLAND
NOT TO CAUSE RECAPTURE OF SPE-
CIAL ESTATE TAX VALUATION.

(a) IN GENERAL.—Subsection (c¢) of section
2032A (relating to tax treatment of disposi-
tions and failures to use for qualified use) is
amended by adding at the end the following
new paragraph:

¢‘(8) CERTAIN CASH RENTAL NOT TO CAUSE RE-
CAPTURE.—For purposes of this subsection, a
qualified heir shall not be treated as failing
to use property in a qualified use solely be-
cause such heir rents such property on a net
cash basis to a member of the decedent’s
family, but only if, during the period of the
lease, such member of the decedent’s family
uses such property in a qualified use.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply with re-
spect to rentals occurring after December 31,
1976.

TITLE V—EXTENSIONS
SEC. 501. RESEARCH TAX CREDIT.

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

(1) by striking ‘‘May 31, 1997’ and inserting
“December 31, 1998, and

(2) by striking in the last sentence ‘‘during
the first 11 months of such taxable year.”
and inserting ‘‘during the 30-month period
beginning with the first month of such year.
The 30 months referred to in the preceding
sentence shall be reduced by the number of
full months after June 1996 (and before the
first month of such first taxable year) during
which the taxpayer paid or incurred any
amount which is taken into account in de-
termining the credit under this section.”

(b) TECHNICAL AMENDMENTS.—

(1) Subparagraph (B) of section 41(c)(4) is
amended to read as follows:

‘(B) ELECTION.—An election under this
paragraph shall apply to the taxable year for
which made and all succeeding taxable years
unless revoked with the consent of the Sec-
retary.”

(2) Paragraph (1) of section 45C(b) is
amended by striking ‘“May 31, 1997 and in-
serting ‘‘December 31, 1998,

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred after May 31, 1997.

SEC. 502. CONTRIBUTIONS OF STOCK TO PRIVATE
FOUNDATIONS.

(a) IN GENERAL.—Clause (ii) of section
170(e)(6)(D) (relating to termination) is
amended by striking ‘‘May 31, 1997 and in-
serting ‘‘December 31, 1998°.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to con-
tributions made after May 31, 1997.
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SEC. 503. WORK OPPORTUNITY TAX CREDIT.

(a) EXTENSION.—Subparagraph (B) of sec-
tion b51(c)(4) (relating to termination) is
amended by striking ‘‘September 30, 1997
and inserting ‘‘September 30, 1998°.

(b) MODIFICATION OF ELIGIBILITY REQUIRE-
MENT BASED ON PERIOD ON WELFARE.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 51(d)(2) (defining qualified IV-A recipi-
ent) is amended by striking all that follows
“a, IV-A program” and inserting ‘‘for any 9
months during the 18-month period ending
on the hiring date.”

(2) CONFORMING AMENDMENT.—Subpara-
graph (A) of section 51(d)(3) is amended to
read as follows:

‘“(A) IN GENERAL.—The term ‘qualified vet-
eran’ means any veteran who is certified by
the designated local agency as being a mem-
ber of a family receiving assistance under a
food stamp program under the Food Stamp
Act of 1977 for at least a 3-month period end-
ing during the 12-month period ending on the
hiring date.”

(¢) QUALIFIED SSI RECIPIENTS TREATED AS
MEMBERS OF TARGETED GROUPS.—

(1) IN GENERAL.—Section 51(d)(1) (relating
to members of targeted groups) is amended
by striking ‘‘or”’ at the end of subparagraph
(F), by striking the period at the end of sub-
paragraph (G) and inserting ‘‘, or’”, and by
adding at the end the following new subpara-
graph:

“(H) a qualified SSI recipient.”

(2) QUALIFIED SSI RECIPIENTS.—Section 51(d)
is amended by redesignating paragraphs (9),
(10), and (11) as paragraphs (10), (11), and (12),
respectively, and by inserting after para-
graph (8) the following new paragraph:

“(9) QUALIFIED SSI RECIPIENT.—The term
‘qualified SSI recipient’ means any indi-
vidual who is certified by the designated
local agency as receiving supplemental secu-
rity income benefits under title XVI of the
Social Security Act (including supplemental
security income benefits of the type de-
scribed in section 1616 of such Act or section
212 of Public Law 93-66) for any month end-
ing within the 60-day period ending on the
hiring date.”

(d) PERCENTAGE OF WAGES ALLOWED AS
CREDIT.—

(1) IN GENERAL.—Subsection (a) of section
51 (relating to determination of amount) is
amended by striking ‘‘35 percent’’ and insert-
ing ‘‘40 percent’’.

(2) APPLICATION OF CREDIT FOR INDIVIDUALS
PERFORMING FEWER THAN 400 HOURS OF SERV-
ICES.—Paragraph (3) of section 51() is
amended to read as follows:

¢“(3) INDIVIDUALS NOT MEETING MINIMUM EM-
PLOYMENT PERIODS.—

““(A) REDUCTION OF CREDIT FOR INDIVIDUALS
PERFORMING FEWER THAN 400 HOURS OF SERV-
ICES.—In the case of an individual who has
completed at least 120 hours, but less than
400 hours, of services performed for the em-
ployer, subsection (a) shall be applied by sub-
stituting ‘25 percent’ for ‘40 percent’.

‘(B) DENIAL OF CREDIT FOR INDIVIDUALS
PERFORMING FEWER THAN 120 HOURS OF SERV-
ICES.—No wages shall be taken into account
under subsection (a) with respect to any in-
dividual unless such individual has com-
pleted at least 120 hours of services per-
formed for the employer.”’

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
September 30, 1997.

SEC. 504. ORPHAN DRUG TAX CREDIT.

(a) IN GENERAL.—Section 45C (relating to
clinical testing expenses for certain drugs
for rare diseases or conditions) is amended
by striking subsection (e).

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to
amounts paid or incurred after May 31, 1997.
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TITLE VI—INCENTIVES FOR REVITALIZA-

TION OF THE DISTRICT OF COLUMBIA
SEC. 601. TAX INCENTIVES FOR REVITALIZATION

OF THE DISTRICT OF COLUMBIA.

(a) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new sub-
chapter:

“Subchapter W—Incentives for the

Revitalization of the District of Columbia

‘“Sec. 1400. First-time homebuyer credit for

District of Columbia.

““Sec. 1400A. Credit for equity investments
in and loans to District of Co-
lumbia businesses.

‘“‘Sec. 1400B. Zero percent capital gains rate.
“SEC. 1400. FIRST-TIME HOMEBUYER CREDIT FOR
DISTRICT OF COLUMBIA.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual who is a first-time homebuyer
of a principal residence in the District of Co-
lumbia during any taxable year, there shall
be allowed as a credit against the tax im-
posed by this chapter for the taxable year an
amount equal to so much of the purchase
price of the residence as does not exceed
$5,000.

“(b) FIRST-TIME HOMEBUYER.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘first-time
homebuyer’ has the same meaning as when
used in section 72(t)(8)(D)(i), except that
‘principal residence in the District of Colum-
bia during the 1l-year period’ shall be sub-
stituted for ‘principal residence during the 2-
year period’ in subclause (I) thereof.

‘(2) ONE-TIME ONLY.—If an individual is
treated as a first-time homebuyer with re-
spect to any principal residence, such indi-
vidual may not be treated as a first-time
homebuyer with respect to any other prin-
cipal residence.

‘(3) PRINCIPAL RESIDENCE.—The term ‘prin-
cipal residence’ has the same meaning as
when used in section 121.

‘“(4) DATE OF ACQUISITION.—The term ‘date
of acquisition’ has the same meaning as
when used in section 72t(8)(D)(iii).

‘‘(c) CARRYOVER OF CREDIT.—If the credit
allowable under subsection (a) exceeds the
limitation imposed by section 26(a) for such
taxable year reduced by the sum of the cred-
its allowable under subpart A of part IV of
subchapter A (other than this section and
section 25), such excess shall be carried to
the succeeding taxable year and added to the
credit allowable under subsection (a) for
such taxable year.

‘‘(d) SPECIAL RULES.—For purposes of this
section—

‘(1) ALLOCATION OF DOLLAR LIMITATION.—

“(A) MARRIED INDIVIDUALS FILING JOINT-
LY.—In the case of a husband and wife who
file a joint return, the $5,000 limitation
under subsection (a) shall apply to the joint
return.

‘(B) MARRIED INDIVIDUALS FILING SEPA-
RATELY.—In the case of a married individual
filing a separate return, subsection (a) shall
be applied by substituting ‘$2,500° for ‘$5,000’.

‘(C) OTHER TAXPAYERS.—If 2 or more indi-
viduals who are not married purchase a prin-
cipal residence, the amount of the credit al-
lowed under subsection (a) shall be allocated
among such individuals in such manner as
the Secretary may prescribe, except that the
total amount of the credits allowed to all
such individuals shall not exceed $5,000.

‘“(2) PURCHASE.—The term ‘purchase’
means any acquisition, but only if—

““(A) the property is not acquired from a
person whose relationship to the person ac-
quiring it would result in the disallowance of
losses under section 267 or 707(b) (but, in ap-
plying section 267 (b) and (c) for purposes of
this section, paragraph (4) of section 267(c)
shall be treated as providing that the family
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of an individual shall include only his
spouse, ancestors, and lineal descendants),
and

“(B) the basis of the property in the hands
of the person acquiring it is not deter-
mined—

‘(i) in whole or in part by reference to the
adjusted basis of such property in the hands
of the person from whom acquired, or

‘“(ii) under section 1014(a) (relating to prop-
erty acquired from a decedent).

‘“(3) PURCHASE PRICE.—The term ‘purchase
price’ means the adjusted basis of the prin-
cipal residence on the date of acquisition.

“(d) REPORTING.—If the Secretary requires
information reporting under section 6045 to
verify the eligibility of taxpayers for the
credit allowable by this section, the excep-
tion provided by section 6045(e)(5) shall not
apply.

‘“(e) CREDIT TREATED AS NONREFUNDABLE
PERSONAL CREDIT.—For purposes of this
title, the credit allowed by this section shall
be treated as a credit allowable under sub-
part A of part IV of subchapter A of this
chapter.

“SEC. 1400A. CREDIT FOR EQUITY INVESTMENTS
IN AND LOANS TO DISTRICT OF CO-
LUMBIA BUSINESSES.

‘“‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the DC investment credit determined
under this section for any taxable year is—

‘(1) the qualified lender credit for such
year, and

‘“(2) the qualified equity investment credit
for such year.

“(b) QUALIFIED LENDER CREDIT.—For pur-
poses of this section—

(1) IN GENERAL.—The qualified Ilender
credit for any taxable year is the amount of
credit specified for such year by the Eco-
nomic Development Corporation with re-
spect to qualified District loans made by the
taxpayer.

‘(2) LIMITATION.—In no event may the
qualified lender credit with respect to any
loan exceed 25 percent of the cost of the
property purchased with the proceeds of the
loan.

“(3) QUALIFIED DISTRICT LOAN.—For pur-
poses of paragraph (1), the term ‘qualified
district loan’ means any loan for the pur-
chase (as defined in section 179(d)(2)) of prop-
erty to which section 168 applies (or would
apply but for section 179) (or land which is
functionally related and subordinate to such
property) and substantially all of the use of
which is in the District of Columbia and is in
the active conduct of a trade or business in
the District of Columbia. A rule similar to
the rule of section 1397C(a)(2) shall apply for
purposes of the preceding sentence.

“(c) QUALIFIED EQUITY INVESTMENT CRED-
IT.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the qualified equity investment credit
determined under this section for any tax-
able year is an amount equal to the percent-
age specified by the Economic Development
Corporation (but not greater than 25 percent)
of the aggregate amount paid in cash by the
taxpayer during the taxable year for the pur-
chase of District business investments.

¢(2) DISTRICT BUSINESS INVESTMENT.—For
purposes of this subsection, the term ‘Dis-
trict business investment’ means—

‘“(A) any District business stock, and

‘“(B) any District partnership interest.

““(3) DISTRICT BUSINESS STOCK.—For pur-
poses of this subsection—

‘“(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘District business
stock’ means any stock in a domestic cor-
poration if—

‘(1) such stock is acquired by the taxpayer
at its original issue (directly or through an
underwriter) solely in exchange for cash, and

‘“(ii) as of the time such stock was issued,
such corporation was engaged in a trade or
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business in the District of Columbia (or, in
the case of a new corporation, such corpora-
tion was being organized for purposes of en-
gaging in such a trade or business).

‘“(B) REDEMPTIONS.—A rule similar to the
rule of section 1202(c)(3) shall apply for pur-
poses of this paragraph.

‘“(4) QUALIFIED DISTRICT PARTNERSHIP IN-
TEREST.—For purposes of this subsection, the
term ‘qualified District partnership interest’
means any interest in a partnership if—

““(A) such interest is acquired by the tax-
payer from the partnership solely in ex-
change for cash, and

‘“(B) as of the time such interest was ac-
quired, such partnership was engaging in a
trade or business in the District of Columbia
(or, in the case of a new partnership, such
partnership was being organized for purposes
of engaging in such a trade or business).

A rule similar to the rule of paragraph (3)(B)
shall apply for purposes of this paragraph.

‘“(6) RECAPTURE OF CREDIT UPON CERTAIN
DISPOSITIONS OF DISTRICT BUSINESS INVEST-
MENTS.—

““(A) IN GENERAL.—If a taxpayer disposes of
any District business investment (or any
other property the basis of which is deter-
mined in whole or in part by reference to the
adjusted basis of such investment) before the
end of the 5-year period beginning on the
date such investment was acquired by the
taxpayer, the taxpayer’s tax imposed by this
chapter for the taxable year in which such
distribution occurs shall be increased by the
aggregate decrease in the credits allowed
under section 38 for all prior taxable years
which would have resulted solely from reduc-
ing to zero any credit determined under this
section with respect to such investment.

“(B) EXCEPTIONS.—Subparagraph (A) shall
not apply to any gift, transfer, or trans-
action described in paragraph (1), (2), or (3) of
section 1245(b).

‘(C) SPECIAL RULE.—Any increase in tax
under subparagraph (A) shall not be treated
as a tax imposed by this chapter for purposes
of—

‘(i) determining the amount of any credit
allowable under this chapter, and

‘“(ii) determining the amount of the tax
imposed by section 55.

‘(6) BASIS REDUCTION.—For purposes of this
title, the basis of any District business in-
vestment shall be reduced by the amount of
the credit determined under this section
with respect to such investment.

¢“(d) LIMITATION ON AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the DC
investment credit determined under this sec-
tion with respect to any taxpayer for any
taxable year shall not exceed the credit
amount allocated to such taxpayer for such
taxable year by the Economic Development
Corporation.

‘(2) OVERALL LIMITATION.—The aggregate
credit amount which may be allocated by the
Economic Development Corporation under
this section shall not exceed $75,000,000.

‘(3) CRITERIA FOR ALLOCATING CREDIT
AMOUNTS.—The allocation of credit amounts
under this section shall be made in accord-
ance with criteria established by the Eco-
nomic Development Corporation. In estab-
lishing such criteria, such Corporation shall
take into account—

‘“‘(A) the degree to which the business re-
ceiving the loan or investment will provide
job opportunities for low and moderate in-
come residents of a targeted area, and

‘(B) whether such business is within a tar-
geted area.

‘“(4) TARGETED AREA.—For purposes of
paragraph (3), the term ‘targeted area’
means—
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‘“(A) any census tract located in the Dis-
trict of Columbia which is part of an enter-
prise community designated under sub-
chapter U before the date of the enactment
of this subchapter, and

‘(B) any other census tract which is lo-
cated in the District of Columbia and which
has a poverty rate of not less than 35 per-
cent.

‘“(e) EcoNOMIC DEVELOPMENT CORPORA-
TION.—For purposes of this section, the term
‘Economic Development Corporation’ means
an entity which is created by Federal law in
1997 as part of the District of Columbia gov-
ernment.

‘“(f) REGULATIONS.—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out this section.

*“(g) APPLICATION OF SECTION.—This section
shall apply to any credit amount allocated
for taxable years beginning after December
31, 1997, and before January 1, 2003.

“SEC. 1400B. ZERO PERCENT CAPITAL GAINS
TE

‘‘(a) EXCLUSION.—Gross income shall not
include qualified capital gain from the sale
or exchange of any DC asset held for more
than b years.

‘“‘(b) DC ASSET.—For purposes of this sec-
tion—

‘(1) IN GENERAL.—The term
means—

“(A) any DC business stock,

‘(B) any DC partnership interest, and

¢(C) any DC business property.

‘‘(2) DC BUSINESS STOCK.—

‘““(A) IN GENERAL.—The term ‘DC business
stock’ means any stock in a domestic cor-
poration which is originally issued after De-
cember 31, 1997, if—

‘‘(i) such stock is acquired by the taxpayer,
before January 1, 2003, at its original issue
(directly or through an underwriter) solely
in exchange for cash,

‘‘(ii) as of the time such stock was issued,
such corporation was a DC business (or, in
the case of a new corporation, such corpora-
tion was being organized for purposes of
being a DC business), and

‘“(iii) during substantially all of the tax-
payer’s holding period for such stock, such
corporation qualified as a DC business.

‘“(B) REDEMPTIONS.—A rule similar to the
rule of section 1202(c)(3) shall apply for pur-
poses of this paragraph.

‘“(3) DC PARTNERSHIP INTEREST.—The term
‘DC partnership interest’ means any capital
or profits interest in a domestic partnership
which is originally issued after December 31,
1997, if—

‘“(A) such interest is acquired by the tax-
payer, before January 1, 2003, from the part-
nership solely in exchange for cash,

‘“(B) as of the time such interest was ac-
quired, such partnership was a DC business
(or, in the case of a new partnership, such
partnership was being organized for purposes
of being a DC business), and

“(C) during substantially all of the tax-
payer’s holding period for such interest, such
partnership qualified as a DC business.

A rule similar to the rule of paragraph (2)(B)
shall apply for purposes of this paragraph.

‘“(4) DC BUSINESS PROPERTY.—

‘““(A) IN GENERAL.—The term ‘DC business
property’ means tangible property if—

‘‘(i) such property was acquired by the tax-
payer by purchase (as defined in section
179(d)(2)) after December 31, 1997, and before
January 1, 2003,

‘‘(ii) the original use of such property in
the District of Columbia commences with
the taxpayer, and

‘‘(iii) during substantially all of the tax-
payer’s holding period for such property,
substantially all of the use of such property
was in a DC business of the taxpayer.

‘DC  asset’
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‘“(B) SPECIAL RULE FOR BUILDINGS WHICH
ARE SUBSTANTIALLY IMPROVED.—

‘(i) IN GENERAL.—The requirements of
clauses (i) and (ii) of subparagraph (A) shall
be treated as met with respect to—

‘“(I) property which is substantially im-
proved by the taxpayer before January 1,
2003, and

‘“(IT) any land on which such property is lo-
cated.

““(i1) SUBSTANTIAL IMPROVEMENT.—For pur-
poses of clause (i), property shall be treated
as substantially improved by the taxpayer
only if, during any 24-month period begin-
ning after December 31, 1997, additions to
basis with respect to such property in the
hands of the taxpayer exceed the greater of—

‘“(I) an amount equal to the adjusted basis
of such property at the beginning of such 24-
month period in the hands of the taxpayer,
or

““(II) $5,000.

“(6) TREATMENT OF SUBSEQUENT PUR-
CHASERS, ETC.—The term ‘DC asset’ includes
any property which would be a DC asset but
for paragraph (2)(A)({), (3)(A), or (4)(A)(i) in
the hands of the taxpayer if such property
was a DC asset in the hands of a prior holder.

‘“(7T) 5-YEAR SAFE HARBOR.—If any property
ceases to be a DC asset by reason of para-
graph (2)(A)(iii), (3)(C), or (4)(A)(iii) after the
b-year period beginning on the date the tax-
payer acquired such property, such property
shall continue to be treated as meeting the
requirements of such paragraph; except that
the amount of gain to which subsection (a)
applies on any sale or exchange of such prop-
erty shall not exceed the amount which
would be qualified capital gain had such
property been sold on the date of such ces-
sation.

‘“(c) DC BUSINESS.—For purposes of this
section, the term ‘DC business’ means any
entity which is an enterprise zone business
(as defined in section 1397B), determined—

‘(1) by treating the District of Columbia as
an empowerment zone and as if no other area
is an empowerment zone or enterprise com-
munity, and

“(2) without regard to subsections (b)(6)
and (c)(5) of section 1397B.

“(d) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

‘(1) QUALIFIED CAPITAL GAIN.—Except as
otherwise provided in this subsection, the
term ‘qualified capital gain’ means any gain
recognized on the sale or exchange of—

““(A) a capital asset, or

‘“(B) property used in the trade or business
(as defined in section 1231(b)).

“(2) GAIN BEFORE 1998 NOT QUALIFIED.—The
term ‘qualified capital gain’ shall not in-
clude any gain attributable to periods before
January 1, 1998.

““(3) CERTAIN GAIN ON REAL PROPERTY NOT
QUALIFIED.—The term ‘qualified capital gain’
shall not include any gain which would be
treated as ordinary income under section
1250 if section 1250 applied to all depreciation
rather than the additional depreciation.

‘“(4) INTANGIBLES AND LAND NOT INTEGRAL
PART OF DC BUSINESS.—The term ‘qualified
capital gain’ shall not include any gain
which is attributable to real property, or an
intangible asset, which is not an integral
part of a DC business.

“(5) RELATED PARTY TRANSACTIONS.—The
term ‘qualified capital gain’ shall not in-
clude any gain attributable, directly or indi-
rectly, in whole or in part, to a transaction
with a related person. For purposes of this
paragraph, persons are related to each other
if such persons are described in section 267(b)
or 707(b)(1).

“(e) CERTAIN OTHER RULES TO APPLY.—
Rules similar to the rules of subsections (g),
(h), (1)(2), and (j) of section 1202 shall apply
for purposes of this section.
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“(f) SALES AND EXCHANGES OF INTERESTS IN
PARTNERSHIPS AND S CORPORATIONS WHICH
ARE DC BUSINESSES.—In the case of the sale
or exchange of an interest in a partnership,
or of stock in an S corporation, which was a
DC business during substantially all of the
period the taxpayer held such interest or
stock, the amount of qualified capital gain
shall be determined without regard to—

‘(1) any gain which is attributable to real
property, or an intangible asset, which is not
an integral part of a DC business, and

“(2) any gain attributable to periods before
January 1, 1998.”

(b) CREDITS MADE PART OF GENERAL BUSI-
NESS CREDIT.—

(1) Subsection (b) of section 38 is amended
by striking ‘“‘plus’ at the end of paragraph
(11), by striking the period at the end of
paragraph (12) and inserting ‘¢, plus’’, and by
adding at the end the following new para-
graph:

‘(13) the DC investment credit determined
under section 1400A(a).”

(2) Subsection (d) of section 39 is amended
by adding at the end the following new para-
graph:

‘“(8) NO CARRYBACK OF DC CREDITS BEFORE
EFFECTIVE DATE.—No portion of the unused
business credit for any taxable year which is
attributable to the credit under section
1400A may be carried back to a taxable year
ending before the date of the enactment of
such section.”

(3) Subsection (c) of section 196 is amended
by striking ‘‘and’ at the end of paragraph
(6), by striking the period at the end of para-
graph (7) and inserting *, and’’, and by add-
ing at the end the following new paragraph:

‘(8) the DC investment credit determined
under section 1400A(a).”’

(c) CLERICAL AMENDMENT.—The table of
subchapters for chapter 1 is amended by add-
ing at the end the following new item:

“Subchapter W. Incentives for the Revital-
ization of the District of Co-
lumbia.”

(d) EFFECTIVE DATE.—This section shall
take effect on the date of the enactment of
this Act.

SEC. 602. INCENTIVES CONDITIONED ON OTHER
DC REFORM.

The amendments made by section 601 shall
not take effect unless an entity known as
the Economic Development Corporation is
created by Federal law in 1997 as part of the
District of Columbia government.

TITLE VII-MISCELLANEOUS PROVISIONS

Subtitle A—Distressed Communities and
Brownfields

CHAPTER 1—ADDITIONAL
EMPOWERMENT ZONES
SEC. 701. 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 amendments
made by this section shall take effect on the
date of the enactment of this Act, except
that designations of new empowerment zones
made pursuant to such amendments shall be
made during the 180-day period beginning on
the date of the enactment of this Act.
CHAPTER 2—NEW EMPOWERMENT ZONES

AND ENTERPRISE COMMUNITIES
SEC. 711. DESIGNATION OF ADDITIONAL EM-

POWERMENT ZONES AND ENTER-
PRISE COMMUNITIES.

(a) IN GENERAL.—Section 1391 (relating to
designation procedure for empowerment
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zones and enterprise communities) is amend-
ed by adding at the end the following new
subsection:

“(g)  ADDITIONAL
MITTED.—

‘(1) IN GENERAL.—In addition to the areas
designated under subsection (a)—

‘‘(A) ENTERPRISE COMMUNITIES.—The appro-
priate Secretaries may designate in the ag-
gregate an additional 80 nominated areas as
enterprise communities under this section,
subject to the availability of eligible nomi-
nated areas. Of that number, not more than
50 may be designated in urban areas and not
more than 30 may be designated in rural
areas.

‘“(B) EMPOWERMENT ZONES.—The appro-
priate Secretaries may designate in the ag-
gregate an additional 20 nominated areas as
empowerment zones under this section, sub-
ject to the availability of eligible nominated
areas. Of that number, not more than 15 may
be designated in urban areas and not more
than 5 may be designated in rural areas.

‘‘(2) PERIOD DESIGNATIONS MAY BE MADE.—A
designation may be made under this sub-
section after the date of the enactment of
this subsection and before January 1, 1999.

“(3) MODIFICATIONS TO ELIGIBILITY CRI-
TERIA, ETC.—

““(A) POVERTY RATE REQUIREMENT.—

‘(i) IN GENERAL.—A nominated area shall
be eligible for designation under this sub-
section only if the poverty rate for each pop-
ulation census tract within the nominated
area is not less than 20 percent and the pov-
erty rate for at least 90 percent of the popu-
lation census tracts within the nominated
area is not less than 25 percent.

‘(i) TREATMENT OF CENSUS TRACTS WITH
SMALL POPULATIONS.—A population census
tract with a population of less than 2,000
shall be treated as having a poverty rate of
not less than 25 percent if—

““(I) more than 75 percent of such tract is
zoned for commercial or industrial use, and

“(II) such tract is contiguous to 1 or more
other population census tracts which have a
poverty rate of not less than 25 percent (de-
termined without regard to this clause).

¢(iii) EXCEPTION FOR DEVELOPABLE SITES.—
Clause (i) shall not apply to up to 3 non-
contiguous parcels in a nominated area
which may be developed for commercial or
industrial purposes. The aggregate area of
noncontiguous parcels to which the pre-
ceding sentence applies with respect to any
nominated area shall not exceed 1,000 acres
(2,000 acres in the case of an empowerment
zone).

‘‘(iv) CERTAIN PROVISIONS NOT TO APPLY.—
Section 1392(a)(4) (and so much of paragraphs
(1) and (2) of section 1392(b) as relate to sec-
tion 1392(a)(4)) shall not apply to an area
nominated for designation under this sub-
section.

“(v) SPECIAL RULE FOR RURAL EMPOWER-
MENT ZONES AND ENTERPRISE COMMUNITIES.—
The Secretary of Agriculture may designate
not more than 1 empowerment zone, and not
more than 5 enterprise communities, in rural
areas without regard to clause (i) if such
areas satisfy emigration criteria specified by
the Secretary of Agriculture.

“(B) SIZE LIMITATION.—

‘(i) IN GENERAL.—The parcels described in
subparagraph (A)(iii) shall not be taken into
account in determining whether the require-
ment of subparagraph (A) or (B) of section
1392(a)(3) is met.

‘(i) SPECIAL RULE FOR RURAL AREAS.—If a
population census tract (or equivalent divi-
sion under section 1392(b)(4)) in a rural area
exceeds 1,000 square miles or includes a sub-
stantial amount of land owned by the Fed-
eral, State, or local government, the nomi-
nated area may exclude such excess square
mileage or governmentally owned land and
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the exclusion of that area will not be treated
as violating the continuous boundary re-
quirement of section 1392(a)(3)(B).

‘(C) AGGREGATE POPULATION LIMITATION.—
The aggregate population limitation under
the last sentence of subsection (b)(2) shall
not apply to a designation under paragraph
1)(B).

‘(D) PREVIOUSLY DESIGNATED ENTERPRISE
COMMUNITIES MAY BE INCLUDED.—Subsection
(e)(b) shall not apply to any enterprise com-
munity designated under subsection (a) that
is also nominated for designation under this
subsection.

‘“(E) INDIAN RESERVATIONS MAY BE NOMI-
NATED.—

“(1) IN GENERAL.—Section 1393(a)(4) shall
not apply to an area nominated for designa-
tion under this subsection.

‘‘(ii) SPECIAL RULE.—AnN area in an Indian
reservation shall be treated as nominated by
a State and a local government if it is nomi-
nated by the reservation governing body (as
determined by the Secretary of Interior).”

(b) EMPLOYMENT CREDIT NOT TO APPLY TO
NEW EMPOWERMENT ZONES.—Section 1396 (re-
lating to empowerment zone employment
credit) is amended by adding at the end the
following new subsection:

‘“(e) CREDIT NoT To APPLY TO EMPOWER-
MENT ZONES DESIGNATED UNDER SECTION
1391(g).—This section shall be applied with-
out regard to any empowerment zone des-
ignated under section 1391(g).”’

(c) INCREASED EXPENSING UNDER SECTION
179 NoT To APPLY IN DEVELOPABLE SITES.—
Section 1397A (relating to increase in expens-
ing under section 179) is amended by adding
at the end the following new subsection:

‘‘(c) LIMITATION.—For purposes of this sec-
tion, qualified zone property shall not in-
clude any property substantially all of the
use of which is in any parcel described in sec-
tion 1391(g)(3)(A)(ii).”

(d) CONFORMING AMENDMENTS.—

(1) Subsections (e) and (f) of section 1391
are each amended by striking ‘‘subsection
(a)”” and inserting ‘‘this section’.

(2) Section 1391(c) is amended by striking
“‘this section’” and inserting ‘‘subsection
(a)”.

SEC. 712. VOLUME CAP NOT TO APPLY TO ENTER-
PRISE ZONE FACILITY BONDS WITH
RESPECT TO NEW EMPOWERMENT
ZONES.

(a) IN GENERAL.—Section 1394 (relating to
tax-exempt enterprise zone facility bonds) is
amended by adding at the end the following
new subsection:

“(f) BONDS FOR EMPOWERMENT ZONES DES-
IGNATED UNDER SECTION 1391(g).—

‘(1) IN GENERAL.—In the case of a new em-
powerment zone facility bond—

‘“(A) such bond shall not be treated as a
private activity bond for purposes of section
146, and

‘“(B) subsection (c) of this section shall not
apply.

¢‘(2) LIMITATION ON AMOUNT OF BONDS.—

““(A) IN GENERAL.—Paragraph (1) shall
apply to a new empowerment zone facility
bond only if such bond is designated for pur-
poses of this subsection by the local govern-
ment which nominated the area to which
such bond relates.

‘“(B) LIMITATION ON BONDS DESIGNATED.—
The aggregate face amount of bonds which
may be designated under subparagraph (A)
with respect to any empowerment zone shall
not exceed—

‘(i) $60,000,000 if such zone is in a rural
area,

‘“(ii) $130,000,000 if such zone is in an urban
area and the zone has a population of less
than 100,000, and

‘4(iii) $230,000,000 if such zone is in an urban
area and the zone has a population of at
least 100,000.
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‘(C) SPECIAL RULES.—

‘(1) COORDINATION WITH LIMITATION IN SUB-
SECTION (¢).—Bonds to which paragraph (1)
applies shall not be taken into account in ap-
plying the limitation of subsection (c) to
other bonds.

‘‘(ii) CURRENT REFUNDING NOT TAKEN INTO
ACCOUNT.—In the case of a refunding (or se-
ries of refundings) of a bond designated
under this paragraph, the refunding obliga-
tion shall be treated as designated under this
paragraph (and shall not be taken into ac-
count in applying subparagraph (B)) if—

“(I) the amount of the refunding bond does
not exceed the outstanding amount of the re-
funded bond, and

““(II) the refunded bond is redeemed not
later than 90 days after the date of issuance
of the refunding bond.

“(3) NEW EMPOWERMENT ZONE FACILITY
BOND.—For purposes of this subsection, the
term ‘new empowerment zone facility bond’
means any bond which would be described in
subsection (a) if only empowerment zones
designated under section 1391(g) were taken

into account under sections 1397B and
1397C.”
(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act.

SEC. 713. MODIFICATIONS TO ENTERPRISE ZONE
FACILITY BOND RULES FOR ALL EM-
POWERMENT ZONES AND ENTER-
PRISE COMMUNITIES.

(a) MODIFICATIONS RELATING TO ENTERPRISE
ZONE BUSINESS.—Paragraph (3) of section
1394(b) (defining enterprise zone business) is
amended to read as follows:

*‘(3) ENTERPRISE ZONE BUSINESS.—

‘“‘(A) IN GENERAL.—Except as modified in
this paragraph, the term ‘enterprise zone
business’ has the meaning given such term
by section 1397B.

‘‘(B) MODIFICATIONS.—In applying section
1397B for purposes of this section—

‘(i) BUSINESSES IN ENTERPRISE COMMU-
NITIES ELIGIBLE.—References in section 1397B
to empowerment zones shall be treated as in-
cluding references to enterprise commu-
nities.

‘(ii) WAIVER OF REQUIREMENTS DURING
STARTUP PERIOD.—A business shall not fail to
be treated as an enterprise zone business
during the startup period if—

‘“(I) as of the beginning of the startup pe-
riod, it is reasonably expected that such
business will be an enterprise zone business
(as defined in section 1397B as modified by
this paragraph) at the end of such period,
and

““(IT) such business makes bona fide efforts
to be such a business.

¢“(iii) REDUCED REQUIREMENTS AFTER TEST-
ING PERIOD.—A business shall not fail to be
treated as an enterprise zone business for
any taxable year beginning after the testing
period by reason of failing to meet any re-
quirement of subsection (b) or (c) of section
1397B if at least 35 percent of the employees
of such business for such year are residents
of an empowerment zone or an enterprise
community. The preceding sentence shall
not apply to any business which is not a
qualified business by reason of paragraph (1),
(4), or (5) of section 1397B(d).

¢(C) DEFINITIONS RELATING TO SUBPARA-
GRAPH (B).—For purposes of subparagraph
B)—

‘(i) STARTUP PERIOD.—The term ‘startup
period’ means, with respect to any property
being provided for any business, the period
before the first taxable year beginning more
than 2 years after the later of—
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“(I) the date of issuance of the issue pro-
viding such property, or

“(II) the date such property is first placed
in service after such issuance (or, if earlier,
the date which is 3 years after the date de-
scribed in subclause (I)).

‘‘(ii) TESTING PERIOD.—The term ‘testing
period’ means the first 3 taxable years begin-
ning after the startup period.

‘‘(D) PORTIONS OF BUSINESS MAY BE ENTER-
PRISE ZONE BUSINESS.—The term ‘enterprise
zone business’ includes any trades or busi-
nesses which would qualify as an enterprise
zone business (determined after the modi-
fications of subparagraph (B)) if such trades
or businesses were separately incorporated.”’

(b) MODIFICATIONS RELATING TO QUALIFIED
ZONE PROPERTY.—Paragraph (2) of section
1394(b) (defining qualified zone property) is
amended to read as follows:

‘(2) QUALIFIED ZONE PROPERTY.—The term
‘qualified zone property’ has the meaning
given such term by section 1397C; except
that—

‘“(A) the references to empowerment zones
shall be treated as including references to
enterprise communities, and

‘(B) section 1397C(a)(2) shall be applied by
substituting ‘an amount equal to 15 percent
of the adjusted basis’ for ‘an amount equal to
the adjusted basis’.”

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to obliga-
tions issued after the date of the enactment
of this Act.

SEC. 714. MODIFICATIONS TO ENTERPRISE ZONE
BUSINESS DEFINITION FOR ALL EM-
POWERMENT ZONES AND ENTER-
PRISE COMMUNITIES.

(a) IN GENERAL.—Section 1397B (defining
enterprise zone business) is amended—

(1) by striking ‘80 percent’ in subsections
(b)(2) and (c¢)(1) and inserting ‘50 percent’’,

(2) by striking ‘‘substantially all” each
place it appears in subsections (b) and (¢) and
inserting ‘‘a substantial portion’’,

(3) by striking ‘‘, and exclusively related
to,” in subsections (b)(4) and (c)(3),

(4) by adding at the end of subsection (d)(2)
the following new flush sentence:

“For purposes of subparagraph (B), the lessor

of the property may rely on a lessee’s certifi-

cation that such lessee is an enterprise zone
business.”’,

(5) by striking ‘‘substantially all”’ in sub-
section (d)(3) and inserting ‘‘at least 50 per-
cent’”’, and

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

“(f) TREATMENT OF BUSINESSES STRADDLING
CENSUS TRACT LINES.—For purposes of this
section, if—

‘(1) a business entity or proprietorship
uses real property located within an em-
powerment zone,

‘“(2) the business entity or proprietorship
also uses real property located outside the
empowerment zone,

‘(3) the amount of real property described
in paragraph (1) is substantial compared to
the amount of real property described in
paragraph (2), and

‘“(4) the real property described in para-
graph (2) is contiguous to part or all of the
real property described in paragraph (1),
then all the services performed by employ-
ees, all business activities, all tangible prop-
erty, and all intangible property of the busi-
ness entity or proprietorship that occur in or
is located on the real property described in
paragraphs (1) and (2) shall be treated as oc-
curring or situated in an empowerment
zone.”’

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning on or after the date of the enact-
ment of this Act.
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(2) SPECIAL RULE FOR ENTERPRISE ZONE FA-
CILITY BONDS.—For purposes of section
1394(b) of the Internal Revenue Code of 1986,
the amendments made by this section shall
apply to obligations issued after the date of
the enactment of this Act.

CHAPTER 3—EXPENSING OF
ENVIRONMENTAL REMEDIATION COSTS
SEC. 721. EXPENSING OF ENVIRONMENTAL REME-

DIATION COSTS.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 is amended by adding at the end
the following new section:

“SEC. 198. EXPENSING OF ENVIRONMENTAL RE-
MEDIATION COSTS.

‘‘(a) IN GENERAL.—A taxpayer may elect to
treat any qualified environmental remedi-
ation expenditure which is paid or incurred
by the taxpayer as an expense which is not
chargeable to capital account. Any expendi-
ture which is so treated shall be allowed as
a deduction for the taxable year in which it
is paid or incurred.

“(b) QUALIFIED ENVIRONMENTAL REMEDI-
ATION EXPENDITURE.—For purposes of this
section—

‘(1) IN GENERAL.—The term ‘qualified envi-
ronmental remediation expenditure’ means
any expenditure—

““(A) which is otherwise chargeable to cap-
ital account, and

‘(B) which is paid or incurred in connec-
tion with the abatement or control of haz-
ardous substances at a qualified contami-
nated site.

¢(2) SPECIAL RULE FOR EXPENDITURES FOR
DEPRECIABLE PROPERTY.—Such term shall
not include any expenditure for the acquisi-
tion of property of a character subject to the
allowance for depreciation which is used in
connection with the abatement or control of
hazardous substances at a qualified contami-
nated site; except that the portion of the al-
lowance under section 167 for such property
which is otherwise allocated to such site
shall be treated as a qualified environmental
remediation expenditure.

“(c) QUALIFIED CONTAMINATED SITE.—For
purposes of this section—

‘(1) QUALIFIED CONTAMINATED SITE.—

‘“(A) IN GENERAL.—The term ‘qualified con-
taminated site’ means any area—

‘(i) which is held by the taxpayer for use
in a trade or business or for the production
of income, or which is property described in
section 1221(1) in the hands of the taxpayer,

‘“(ii) which is within a targeted area, and

‘(iii) which contains (or potentially con-
tains) any hazardous substance.

‘“(B) TAXPAYER MUST RECEIVE STATEMENT
FROM STATE ENVIRONMENTAL AGENCY.—An
area shall be treated as a qualified contami-
nated site with respect to expenditures paid
or incurred during any taxable year only if
the taxpayer receives a statement from the
appropriate agency of the State in which
such area is located that such area meets the
requirements of clauses (ii) and (iii) of sub-
paragraph (A).

“(C) APPROPRIATE STATE AGENCY.— For
purposes of subparagraph (B), the appro-
priate agency of a State is the agency des-
ignated by the Administrator of the Environ-
mental Protection Agency for purposes of
this section. If no agency of a State is des-
ignated under the preceding sentence, the
appropriate agency for such State shall be
the Environmental Protection Agency.

““(2) TARGETED AREA.—

‘“(A) IN GENERAL.—The term ‘targeted area’
means—

‘(i) any population census tract with a
poverty rate of not less than 20 percent,

‘‘(i1) a population census tract with a popu-
lation of less than 2,000 if—

‘() more than 75 percent of such tract is
zoned for commercial or industrial use, and
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“(II) such tract is contiguous to 1 or more
other population census tracts which meet
the requirement of clause (i) without regard
to this clause,

‘“(iii) any empowerment zone or enterprise
community (and any supplemental zone des-
ignated on December 21, 1994), and

‘(iv) any site announced before February 1,
1997, as being included as a brownfields pilot
project of the Environmental Protection
Agency.

“(B) NATIONAL PRIORITIES LISTED SITES NOT
INCLUDED.—Such term shall not include any
site which is on the national priorities list
under section 105(a)(8)(B) of the Comprehen-
sive Environmental Response, Compensa-
tion, and Liability Act of 1980 (as in effect on
the date of the enactment of this section).

‘(C) CERTAIN RULES TO APPLY.—For pur-
poses of this paragraph, the rules of sections
1392(b)(4) and 1393(a)(9) shall apply.

‘(D) TREATMENT OF CERTAIN SITES.—For
purposes of this paragraph, a single contami-
nated site shall be treated as within a tar-
geted area if—

‘(i) a substantial portion of the site is lo-
cated within a targeted area described in
subparagraph (A) (determined without re-
gard to this subparagraph), and

‘‘(ii) the remaining portions are contiguous
to, but outside, such targeted area.

‘‘(d) HAZARDOUS SUBSTANCE.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘hazardous sub-
stance’ means—

‘“(A) any substance which is a hazardous
substance as defined in section 101(14) of the
Comprehensive Environmental Response,
Compensation, and Liability Act of 1980, and

‘“(B) any substance which is designated as
a hazardous substance under section 102 of
such Act.

‘(2) EXCEPTION.—Such term shall not in-
clude any substance with respect to which a
removal or remedial action is not permitted
under section 104 of such Act by reason of
subsection (a)(3) thereof.

‘‘(e) DEDUCTION RECAPTURED AS ORDINARY
INCOME ON SALE, ETCc.—Solely for purposes of
section 1245, in the case of property to which
a qualified environmental remediation ex-
penditure would have been capitalized but
for this section—

‘(1) the deduction allowed by this section
for such expenditure shall be treated as a de-
duction for depreciation, and

‘“(2) such property (if not otherwise section
1245 property) shall be treated as section 1245
property solely for purposes of applying sec-
tion 1245 to such deduction.

“(f) COORDINATION WITH OTHER PROVI-
SIONS.—Sections 280B and 468 shall not apply
to amounts which are treated as expenses
under this section.

‘(g) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.”

(b) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item:

“Sec. 198. Expensing of environmental reme-
diation costs.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to expendi-
tures paid or incurred after the date of the
enactment of this Act, in taxable years end-
ing after such date.

Subtitle B—Puerto Rico Economic Activity

Credit Improvement
SEC. 731. MODIFICATIONS OF PUERTO RICO ECO-
NOMIC ACTIVITY CREDIT.

(a) CORPORATIONS ELIGIBLE TO CLAIM CRED-
IT.—Section 30A(a)(2) (defining qualified do-
mestic corporation) is amended to read as
follows:
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‘(2) QUALIFIED DOMESTIC CORPORATION.—
For purposes of paragraph (1)—

‘“‘(A) IN GENERAL.—A domestic corporation
shall be treated as a qualified domestic cor-
poration for a taxable year if it is actively
conducting within Puerto Rico during the
taxable year—

‘(i) a line of business with respect to which
the domestic corporation is an existing cred-
it claimant under section 936(j)(9), or

‘(ii) an eligible line of business not de-
scribed in clause (i).

“(B) LIMITATION TO LINES OF BUSINESS.—A
domestic corporation shall be treated as a
qualified domestic corporation under sub-
paragraph (A) only with respect to the lines
of business described in subparagraph (A)
which it is actively conducting in Puerto
Rico during the taxable year.

¢(C) EXCEPTION FOR CORPORATIONS ELECT-
ING REDUCED CREDIT.—A domestic corpora-
tion shall not be treated as a qualified cor-
poration if such corporation (or any prede-
cessor) had an election in effect under sec-
tion 936(a)(4)(B)(iii) for any taxable year be-
ginning after December 31, 1996.”’

(b) APPLICATION ON SEPARATE LINE OF BUSI-
NESS BASIS; ELIGIBLE LINE OF BUSINESS.—
Section 30A is amended by redesignating
subsection (g) as subsection (h) and by in-
serting after subsection (f) the following new
subsection:

‘(g) APPLICATION ON LINE OF BUSINESS
BASIS; ELIGIBLE LINES OF BUSINESS.—For
purposes of this section—

‘(1) APPLICATION TO SEPARATE LINE OF BUSI-
NESS.—

“(A) IN GENERAL.—In determining the
amount of the credit under subsection (a),
this section shall be applied separately with
respect to each substantial line of business
of the qualified domestic corporation.

‘“(B) EXCEPTIONS FOR EXISTING CREDIT
CLAIMANT.—This paragraph shall not apply
to a substantial line of business with respect
to which the qualified domestic corporation
is an existing credit claimant under section
936(3)(9).

“(C) ALLOCATION.—The Secretary shall pre-
scribe rules necessary to carry out the pur-
poses of this paragraph, including rules—

‘(i) for the allocation of items of income,
gain, deduction, and loss for purposes of de-
termining taxable income under subsection
(a), and

“(ii) for the allocation of wages, fringe
benefit expenses, and depreciation allow-
ances for purposes of applying the limita-
tions under subsection (d).

‘“(2) ELIGIBLE LINE OF BUSINESS.—The term
‘eligible line of business’ means a substantial
line of business in any of the following
trades or businesses:

‘“(A) Manufacturing.

“(B) Agriculture.

‘(C) Forestry.

‘(D) Fishing.

‘“(3) SUBSTANTIAL LINE OF BUSINESS.—For
purposes of this subsection, the determina-
tion of whether a line of business is a sub-
stantial line of business shall be determined
by reference to 2-digit codes under the North
American Industry Classification System (62
Fed. Reg. 17288 et seq., formerly known as
‘SIC codes’).”

(¢) REPEAL OF BASE PERIOD CAP.—

(1) IN GENERAL.—Section 30A(a)(1) (relating
to allowance of credit) is amended by strik-
ing the last sentence.

2) CONFORMING AMENDMENT.—Section
30A(e)(1) is amended by inserting ‘‘but not
including subsection (j)(3)(A)(ii) thereof”
after ‘‘thereunder’’.

(d) APPLICATION OF CREDIT.—Section 30A(h)
(relating to applicability of section), as re-
designated by subsection (b), is amended to
read as follows:

““(h) APPLICATION OF SECTION.—
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‘(1) IN GENERAL.—This section shall apply
to taxable years beginning after December
31, 1995, and before the termination date.

‘(2) TERMINATION DATE.—For purposes of
paragraph (1)—

‘“(A) IN GENERAL.—The termination date is
the first day of the 4th calendar year fol-
lowing the close of the first period for which
a certification is issued by the Secretary
under subparagraph (B).

¢“(B) CERTIFICATION.—

‘(i) IN GENERAL.—The Secretary shall issue
a certification under this subparagraph for
the first 3-consecutive calendar year period
beginning after December 31, 1997, for which
the Secretary determines that Puerto Rico
has met the requirements of clause (ii) for
each calendar year within the period.

‘“(ii) REQUIREMENTS.—The requirements of
this clause are met with respect to Puerto
Rico for any calendar year if—

‘“(I) the average monthly rate of unemploy-
ment in Puerto Rico does not exceed 150 per-
cent of the average monthly rate of unem-
ployment for the United States for such
year,

‘“(IT) the per capita income of Puerto Rico
is at least 66 percent of the per capita in-
come of the United States, and

‘“(II1) the poverty level within Puerto Rico
does not exceed 30 percent.”

(e) CONFORMING AMENDMENTS.—

(1) Section 30A(b) is amended by striking
“‘within a possession’ each place it appears
and inserting ‘‘within Puerto Rico’’.

(2) Section 30A(d) is amended by striking
‘‘possession’’ each place it appears.

(3) Section 30A(f) is amended to read as fol-
lows:

‘(f) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) QUALIFIED INCOME TAXES.—The quali-
fied income taxes for any taxable year allo-
cable to nonsheltered income shall be deter-
mined in the same manner as under section
936(1)(3).

“(2) QUALIFIED WAGES.—The qualified
wages for any taxable year shall be deter-
mined in the same manner as under section
936(1)(1).

‘(3) OTHER TERMS.—Any term used in this
section which is also used in section 936 shall
have the same meaning given such term by
section 936.”

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

SEC. 732. COMPARABLE TREATMENT FOR OTHER
ECONOMIC ACTIVITY CREDIT.

(a) CORPORATIONS ELIGIBLE T0 CLAIM CRED-
IT.—Section 936(j)(2)(A) (relating to eco-
nomic activity credit) is amended to read as
follows:

“‘(A) ECONOMIC ACTIVITY CREDIT.—

‘(i) IN GENERAL.—In the case of a domestic
corporation which, during the taxable year,
is actively conducting within a possession
other than Puerto Rico—

“(ID) a line of business with respect to
which the domestic corporation is an exist-
ing credit claimant under paragraph (9), or

‘“(II) an eligible line of business not de-
scribed in subclause (I),

the credit determined under subsection
(a)(1)(A) shall be allowed for taxable years
beginning after December 31, 1995, and before
January 1, 2002.

“(ii) LIMITATION TO LINES OF BUSINESS.—
Clause (i) shall only apply with respect to
the lines of business described in clause (i)
which the domestic corporation is actively
conducting in a possession other than Puerto
Rico during the taxable year.

¢‘(iii) EXCEPTION FOR CORPORATIONS ELECT-
ING REDUCED CREDIT.—Clause (i) shall not
apply to a domestic corporation if such cor-
poration (or any predecessor) had an election
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in effect under subsection (a)(4)(B)(iii) for
any taxable year beginning after December
31, 1996.”

(b) APPLICATION ON SEPARATE LINE OF BUSI-
NESS BASIS; ELIGIBLE LINE OF BUSINESS.—

(1) IN GENERAL.—Section 936(j) is amended
by adding at the end the following new para-
graph:

“(11) APPLICATION ON LINE OF BUSINESS
BASIS; ELIGIBLE LINES OF BUSINESS.—For pur-
poses of this section—

“(A) APPLICATION TO SEPARATE LINE OF
BUSINESS.—

‘(i) IN GENERAL.—In determining the
amount of the credit under subsection
(a)(1)(A) for a corporation to which para-
graph (2)(A) applies, this section shall be ap-
plied separately with respect to each sub-
stantial line of business of the corporation.

‘(ii) EXCEPTIONS FOR EXISTING CREDIT
CLAIMANT.—This paragraph shall not apply
to a line of business with respect to which
the qualified domestic corporation is an ex-
isting credit claimant under paragraph (9).

‘“(iii) ALLOCATION.—The Secretary shall
prescribe rules necessary to carry out the
purposes of this subparagraph, including
rules—

““(I) for the allocation of items of income,
gain, deduction, and loss for purposes of de-
termining taxable income under subsection
(a)(1)(A), and

“(IT) for the allocation of wages, fringe
benefit expenses, and depreciation allow-
ances for purposes of applying the limita-
tions under subsection (a)(4)(A).

‘(B) ELIGIBLE LINE OF BUSINESS.—For pur-
poses of this subsection, the term ‘eligible
line of business’ means a substantial line of
business in any of the following trades or
businesses:

‘(i) Manufacturing.

‘“(ii) Agriculture.

‘“(iii) Forestry.

‘‘(iv) Fishing.”

(2) NEW LINES OF BUSINESS.—Section
936(j)(9)(B) is amended to read as follows:

‘“(B) NEW LINES OF BUSINESS.—A corpora-
tion shall not be treated as an existing credit
claimant with respect to any substantial
new line of business which is added after Oc-
tober 13, 1995, unless such addition is pursu-
ant to an acquisition described in subpara-
graph (A)({i).”

(3) SEPARATE LINES OF BUSINESS.—Section
936(j), as amended by paragraph (1), is
amended by adding at the end the following
new paragraph:

¢“(12) SUBSTANTIAL LINE OF BUSINESS.—For
purposes of this subsection (other than para-
graph (9)(B) thereof), the determination of
whether a line of business is a substantial
line of business shall be determined by ref-
erence to 2-digit codes under the North
American Industry Classification System (62
Fed. Reg. 17288 et seq., formerly known as
‘SIC codes’).”

(c) REPEAL OF BASE PERIOD CAP FOR EcCoO-
NOMIC ACTIVITY CREDIT.—

(1) IN GENERAL.—Section 936(j)(3) is amend-
ed to read as follows:

¢“(3) ADDITIONAL RESTRICTED REDUCED CRED-
IT.—

‘“(A) IN GENERAL.—In the case of an exist-
ing credit claimant to which paragraph (2)(B)
applies, the credit determined under sub-
section (a)(1)(A) shall be allowed for any tax-
able year beginning after December 31, 1997,
and before January 1, 2006, except that the
aggregate amount of taxable income taken
into account under subsection (a)(1)(A) for
such taxable year shall not exceed the ad-
justed base period income of such claimant.

‘“(B) COORDINATION  WITH SUBSECTION
(a)(4)(B).—The amount of income described
in subsection (a)(1)(A) which is taken into
account in applying subsection (a)(4)(B) shall
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be such income as reduced under this para-
graph.”’

2) CONFORMING AMENDMENT.—Section
936(j)(2)(A), as amended by subsection (a), is
amended by striking <2002 and inserting
£€2006°°.

(d) APPLICATION OF CREDIT.—

(1) IN GENERAL.—Section 936(j)(2)(A), as
amended by this section, is amended by
striking ‘“‘January 1, 2006’’ and inserting ‘‘the
termination date”’.

(2) SPECIAL RULES FOR APPLICABLE POSSES-
SIONS.—Section 936(j)(8)(A) is amended to
read as follows:

‘“‘(A) IN GENERAL.—In the case of an appli-
cable possession—

‘(i) this section (other than the preceding
paragraphs of this subsection) shall not
apply for taxable years beginning after De-
cember 31, 1995, and before January 1, 2006,
with respect to any substantial line of busi-
ness actively conducted in such possession
by a domestic corporation which is an exist-
ing credit claimant with respect to such line
of business, and

‘“(ii) this section
section) shall apply—

“(I) with respect to any substantial line of
business not described in clause (i) for tax-
able years beginning after December 31, 1997,
and before the termination date, and

‘(IT) with respect to any substantial line of
business described in clause (i) for taxable
years beginning after December 31, 2006, and
before the termination date.”

(3) TERMINATION DATE.—Section 936(j), as
amended by subsection (b), is amended by
adding at the end the following new para-
graph.

‘(13) TERMINATION DATE.—For purposes of
this subsection—

““(A) IN GENERAL.—The termination date
for any possession other than Puerto Rico is
the first day of the 4th calendar year fol-
lowing the close of the first period for which
a certification is issued by the Secretary
under subparagraph (B).

*(B) CERTIFICATION.—

‘(i) IN GENERAL.—The Secretary shall issue
a certification for a possession under this
subparagraph for the first 3-consecutive cal-
endar year period beginning after December
31, 1997, for which the Secretary determines
that the possession has met the require-
ments of clause (ii) for each calendar year
within the period.

‘(i) REQUIREMENTS.—The requirements of
this clause are met with respect to a posses-
sion for any calendar year if—

“(I) the average monthly rate of unemploy-
ment in the possession does not exceed 150
percent of the average monthly rate of un-
employment for the United States for such
year,

““(IT) the per capita income of the posses-
sion is at least 66 percent of the per capita
income of the United States, and

‘(III) the poverty level within the posses-
sion does not exceed 30 percent.”

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 1997.

(2) NEW LINES OF BUSINESS.—The amend-
ment made by subsection (b)(2) shall apply to
taxable years beginning after December 31,
1995.

Subtitle C—Revisions Relating to Disasters
SEC. 741. TREATMENT OF LIVESTOCK SOLD ON

ACCOUNT OF WEATHER-RELATED
CONDITIONS.

(a) DEFERRAL OF INCOME INCLUSION.—Sub-
section (e) of section 451 (relating to special
rules for proceeds from livestock sold on ac-
count of drought) is amended—

(1) by striking ‘‘drought conditions, and
that these drought conditions’ in paragraph

(including this sub-
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(1) and inserting ‘‘drought, flood, or other
weather-related conditions, and that such
conditions’’; and

(2) by inserting ‘‘, FLOOD, OR OTHER WEATH-
ER-RELATED CONDITIONS”’ after ‘‘DROUGHT’’ in
the subsection heading.

(b) INVOLUNTARY CONVERSIONS.—Subsection
(e) of section 1033 (relating to livestock sold
on account of drought) is amended—

(1) by inserting ¢‘, flood, or other weather-
related conditions’ before the period at the
end thereof; and

(2) by inserting ‘‘, FLOOD, OR OTHER WEATH-
ER-RELATED CONDITIONS” after ““DROUGHT”’ in
the subsection heading.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to sales and
exchanges after December 31, 1996.

SEC. 742. GAIN OR LOSS FROM SALE OF LIVE-
STOCK DISREGARDED FOR PUR-
POSES OF EARNED INCOME CREDIT.

(a) IN GENERAL.—Section 32(1)(2)(D) (relat-
ing to disqualified income) is amended by in-
serting ‘‘determined without regard to gain
or loss from the sale of livestock described in
section 1231(b)(3),”” after ‘‘taxable year,”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1995.

SEC. 743. MORTGAGE FINANCING FOR RESI-
DENCES LOCATED IN DISASTER
AREAS.

Subsection (k) of section 143 (relating to
mortgage revenue bonds; qualified mortgage
bond and qualified veteran’s mortgage bond)
is amended by adding at the end the fol-
lowing new paragraph:

“(11) SPECIAL RULES FOR RESIDENCES LO-
CATED IN DISASTER AREAS.—In the case of a
residence located in an area determined by
the President to warrant assistance from the
Federal Government under the Disaster Re-
lief and Emergency Assistance Act (as in ef-
fect on the date of the enactment of the Rev-
enue Reconciliation Act of 1997), this section
shall be applied with the following modifica-
tions to financing provided with respect to
such residence within 1 year after the date of
the disaster declaration:

““(A) Subsection (d) (relating to 3-year re-
quirement) shall not apply.

‘(B) Subsections (e) and (f) (relating to
purchase price requirement and income re-
quirement) shall be applied as if such resi-
dence were a targeted area residence.

The preceding sentence shall apply only with
respect to bonds issued after December 31,
1996, and before January 1, 1999.”

Subtitle D—Provisions Relating to Small
Businesses
SEC. 751. WAIVER OF PENALTY THROUGH JUNE
30, 1998, ON SMALL BUSINESSES
FAILING TO MAKE ELECTRONIC
FUND TRANSFERS OF TAXES.

No penalty shall be imposed under the In-
ternal Revenue Code of 1986 solely by reason
of a failure by a person to use the electronic
fund transfer system established under sec-
tion 6302(h) of such Code if—

(1) such person is a member of a class of
taxpayers first required to use such system
on or after July 1, 1997, and

(2) such failure occurs before July 1, 1998.
SEC. 752. MINIMUM TAX NOT TO APPLY TO FARM-

ERS’ INSTALLMENT SALES.

(a) IN GENERAL.—Subsection (a) of section
56 is amended by striking paragraph (6) (re-
lating to treatment of installment sales).

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendment made by
this section shall apply to dispositions in
taxable years beginning after December 31,
1987.

(2) SPECIAL RULE FOR 1987.—In the case of
taxable years beginning in 1987, the last sen-
tence of section 56(a)(6) of the Internal Rev-
enue Code of 1986 (as in effect for such tax-
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able years) shall be applied by inserting ‘‘or
in the case of a taxpayer using the cash re-
ceipts and disbursements method of account-
ing, any disposition described in section
453C(e)(1)(B)(ii)” after ‘‘section 4563C(e)(4)”.
Subtitle E—Provisions Relating to Pensions
and Fringe Benefits

SEC. 761. TREATMENT OF MULTIEMPLOYER
PLANS UNDER SECTION 415.

(a) IN GENERAL.—Section 415(b)(11) is

amended—

(1) by inserting ‘“‘or a multiemployer plan
(as defined in section 414(f))” after ‘‘section
414(d))”, and

(2) by inserting ‘‘AND MULTIEMPLOYER’’
after ““GOVERNMENTAL’’ in the heading there-
of.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 1997.

SEC. 762. SPOUSAL CONSENT REQUIRED FOR
CERTAIN DISTRIBUTIONS  AND
LOANS UNDER QUALIFIED CASH OR
DEFERRED ARRANGEMENT.

(a) IN GENERAL.—Section 401(k) is amended
by adding at the end the following new para-
graph:

¢‘(13) SPOUSAL CONSENT REQUIRED.—

‘““(A) IN GENERAL.—An arrangement shall
not be treated as a qualified cash or deferred
arrangement unless—

‘(i) a distribution under the plan of which
such arrangement is a part, or

‘‘(ii) a loan all or part of which is secured
by the participant’s interest in the plan of
which such arrangement is a part,

may not be made without the written con-
sent of the spouse.

‘(B) EXCEPTIONS.—Subparagraph (A) shall
not apply—

‘(i) to distributions described in section
402(c)(4)(A) or 411(a)(11), or

‘(ii) in any case described in section
417(a)(2) (relating to cases where spouse can-
not be located).

‘“(C) OTHER RULES.—The Secretary shall
prescribe rules similar to the rules under
section 417 for the form and timing of any
consent required by this paragraph.”’

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
this section shall apply to plan years begin-
ning after December 31, 1998.

(2) PLAN AMENDMENTS.—A plan shall not be
treated as failing to meet the requirements
of section 411(d)(6) of the Internal Revenue
Code of 1986 or section 204(g) of the Employee
Retirement Income Security Act of 1974
merely because it is amended to meet the re-
quirements of section 401(k)(4)(13) of such
Code (as added by subsection (a)).

SEC. 763. SECTION 401(k) INVESTMENT PROTEC-
TION.

(a) LIMITATIONS ON INVESTMENT IN EM-
PLOYER SECURITIES AND EMPLOYER REAL
PROPERTY BY CASH OR DEFERRED ARRANGE-
MENTS.—Paragraph (3) of section 407(d) of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1107(d)) is amended by add-
ing at the end the following new subpara-
graph:

‘(D) The term ‘eligible individual account
plan’ does not include that portion of an in-
dividual account plan that consists of elec-
tive deferrals (as defined in section 402(g)(3)
of the Internal Revenue Code of 1986) pursu-
ant to a qualified cash or deferred arrange-
ment as defined in section 401(k) of the Inter-
nal Revenue Code of 1986 (and earnings there-
on), if such elective deferrals (or earnings
thereon) are required to be invested in quali-
fying employer securities or qualifying em-
ployer real property or both pursuant to the
documents and instruments governing the
plan or at the direction of a person other
than the participant (or the participant’s
beneficiary) on whose behalf such elective
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deferrals are made to the plan. For the pur-
poses of subsection (a), such portion shall be
treated as a separate plan. This subpara-
graph shall not apply to an individual ac-
count plan if the fair market value of the as-
sets of all individual account plans main-
tained by the employer equals not more than
10 percent of the fair market value of the as-
sets of all pension plans maintained by the
employer.”’

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall take effect on the date of
the enactment of this Act.

(2) TRANSITION RULE FOR PLANS HOLDING EX-
CESS SECURITIES OR PROPERTY.—

(A) IN GENERAL.—In the case of a plan
which on the date of the enactment of this
Act, has holdings of employer securities and
employer real property (as defined in section
407(d) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1107(d)) in ex-
cess of the amount specified in such section
407, the amendment made by this section ap-
plies to any acquisition of such securities
and property on or after such date, but does
not apply to the specific holdings which con-
stitute such excess during the period of such
excess.

(B) SPECIAL RULE FOR CERTAIN ACQUISI-
TIONS.—Employer securities and employer
real property acquired pursuant to a binding
written contract to acquire such securities
and real property entered into and in effect
on the date of the enactment of this Act,
shall be treated as acquired immediately be-
fore such date.

Subtitle F—Other Provisions
SEC. 771. ADJUSTMENT OF MINIMUM TAX EXEMP-
TION AMOUNTS FOR TAXPAYERS
OTHER THAN CORPORATIONS.

(a) IN GENERAL.—Subsection (d) of section
55 is amended by adding at the end the fol-
lowing new paragraph:

‘(4) ADJUSTMENT OF EXEMPTION AMOUNTS
FOR TAXPAYERS OTHER THAN CORPORATIONS.—

“(A) TAXABLE YEARS BEGINNING AFTER DE-
CEMBER 31, 2000, AND BEFORE JANUARY 1, 2004.—
In the case of any calendar year after 2000
and before 2004—

‘(i) the dollar amount applicable under
paragraph (1)(A) for such a calendar year
shall be $600 greater than the dollar amount
applicable under paragraph (1)(A) for the
prior calendar year, and

‘‘(ii) the dollar amount applicable under
paragraph (1)(B) for such a calendar year
shall be $400 greater than the dollar amount
applicable under paragraph (1)(B) for the
prior calendar year.

“(B) APPLICATION OF TAXABLE YEARS.—The
dollar amount applicable under this para-
graph to any calendar year shall apply to
taxable years beginning in such calendar
year.”

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (C) of section 55(d)(1) is
amended by striking ‘‘$22,500’ and inserting
“the amount equal to 2 the dollar amount
applicable under subparagraph (A) for the
taxable year”.

(2) The last sentence of section 55(d)(3) is
amended by striking ‘‘$165,000 or (ii) $22,500’
and inserting ‘‘the minimum amount of such
income (as so determined) for which the ex-
emption amount under paragraph (1)(C) is
zero, or (ii) such exemption amount (deter-
mined without regard to this paragraph)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2000.

SEC. 772. TREATMENT OF COMPUTER SOFTWARE
AS FSC EXPORT PROPERTY.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 927(a)(2) (relating to property excluded
from eligibility as FSC export property) is
amended by inserting ‘‘, and other than com-
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puter software (whether or not patented)”
before *“, for commercial or home use’’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to gross
receipts attributable to periods after Decem-
ber 31, 1997, in taxable years ending after
such date.

SEC. 773. WELFARE-TO-WORK INCENTIVES.

(a) ADDITIONAL TEMPORARY INCENTIVES FOR
EMPLOYING LONG-TERM FAMILY ASSISTANCE
RECIPIENTS.—Section 51 (relating to amount
of work opportunity credit) is amended by
inserting after subsection (d) the following
new subsection:

‘“(e) ADDITIONAL TEMPORARY INCENTIVES
FOR EMPLOYING LONG-TERM FAMILY ASSIST-
ANCE RECIPIENTS.—

(1) TREATMENT AS MEMBER OF TARGETED
GROUP.—A long-term family assistance re-
cipient shall be treated for purposes of this
section as a member of a targeted group.

‘(2) MODIFICATION TO PERCENTAGE AND
YEARS OF CREDIT.—In the case of a long-term
family assistance recipient, the amount of
the work opportunity credit determined
under this section for the taxable year shall
be equal to the sum of—

““(A) 50 percent of the qualified first-year
wages, and

‘“(B) 50 percent of the qualified second-year
wages.

““(3) MODIFICATION TO AMOUNT OF WAGES
TAKEN INTO ACCOUNT.—In the case of a long-
term family assistance recipient—

““(A) $10,000 OF WAGES MAY BE TAKEN INTO
ACCOUNT.—In lieu of applying subsection
(b)(3), the amount of the qualified first-year
wages, and the amount of qualified second-
yvear wages, which may be taken into ac-
count with respect to any individual shall
not exceed $10,000 per year.

“(B) CERTAIN AMOUNTS TREATED AS
WAGES.—The term ‘wages’ includes amounts
paid or incurred by the employer which are
excludable from such recipient’s gross in-
come under—

‘(i) section 105 (relating to amounts re-
ceived under accident and health plans),

‘“(ii) section 106 (relating to contributions
by employer to accident and health plans),

‘“(iii) section 127 (relating to educational
assistance programs) or would be so exclud-
able but for section 127(d), but only to the
extent paid or incurred to a person not re-
lated to the employer, or

‘“(iv) section 129 (relating to dependent

care assistance programs).
The amount treated as wages by clause (i) or
(ii) for any period shall be based on the rea-
sonable cost of coverage for the period, but
shall not exceed the applicable premium for
the period under section 4980B(f)(4).

¢(C) SPECIAL RULES FOR AGRICULTURAL AND
RAILWAY LABOR.—If such recipient is an em-
ployee to which subparagraph (A) or (B) of
subsection (h)(1) applies—

‘(i) such subparagraph (A) shall be applied
by substituting ‘$10,000’ for ‘$6,000° and

‘‘(ii) such subparagraph (B) shall be applied
by substituting ‘$825° for ‘$500°.

‘(D) TERMINATION.—In lieu of applying
subsection (c)(4), this subsection shall not
apply to amounts paid or incurred with re-
spect to an individual who begins work for
the employer after September 30, 2000.

‘“(4) LONG-TERM FAMILY ASSISTANCE RECIPI-
ENT.—For purposes of this subsection, the
term ‘long-term family assistance recipient’
means any individual who is certified by the
designated local agency—

‘“(A) as being a member of a family receiv-
ing assistance under a IV-A program (as de-
fined in subsection (d)(2)(B)) for at least the
18-month period ending with the month pre-
ceding the month in which the hiring date
occurs,

‘(B)(1) as being a member of a family re-
ceiving such assistance for 18 months begin-
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ning after the date of the enactment of this
subsection, and

‘(i) as having a hiring date which is not
more than 2 years after the end of the ear-
liest such 18-month period, or

“(C)(i) as being a member of a family
which ceased to be eligible after the date of
the enactment of this subsection for such as-
sistance by reason of any limitation imposed
by Federal or State law on the maximum pe-
riod such assistance is payable to a family,
and

‘(i) as having a hiring date which is not
more than 2 years after the date of such ces-
sation.

‘(b) QUALIFIED SECOND-YEAR WAGES.—For
purposes of this subsection, the term ‘quali-
fied second-year wages’ means, with respect
to any individual, the qualified wages attrib-
utable to service rendered during the 1-year
period beginning on the day after the last
day of the 1-year period with respect to such
individual determined under subsection
(0)(2).”

(b) CERTAIN OLDER FOOD STAMP RECIPIENTS
TREATED AS MEMBERS OF TARGETED GROUP.—
Paragraph (8) of section 51(d) (defining quali-
fied food stamp recipient) is amended to read
as follows:

¢“(8) QUALIFIED FOOD STAMP RECIPIENT.—

‘“(A) IN GENERAL.—The term ‘qualified food
stamp recipient’ means any individual who is
certified by the designated local agency—

‘(i) as having attained age 18 but not age
25 on the hiring date, and

‘‘(ii) as being a member of a family receiv-
ing assistance under a food stamp program
under the Food Stamp Act of 1977 for the 6-
month period ending on the hiring date.

‘(B) CERTAIN OLDER RECIPIENTS.—The term
‘qualified food stamp recipient’ includes any
individual who is certified by the designated
local agency—

‘(i) as having attained age 18 but not age
50 on the hiring date,

‘“(ii) as being a recipient of benefits under
the food stamp program who is affected by
section 6(o) of the Food Stamp Act of 1977
but who has not been made ineligible for re-
fusing to work in accordance with section
6(0)(2)(A) of such Act, or failing to comply
with the requirements of a work program
under subparagraph (B), (C), or (D) of section
6(0)(2)(A) of such Act, and

‘“(iii) as having a hiring date which is not
more than 1 year after the date of such ces-
sation.

‘(C) TERMINATION.—In lieu of applying sub-
section (c)(4), this subsection shall not apply
to amounts paid or incurred with respect to
an individual who begins work for the em-
ployer after September 30, 2000.””

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
the date of the enactment of this Act.

MCCAIN AMENDMENTS NOS. 528-529

(Ordered to lie on the table.)

Mr. MCcCAIN submitted two amend-
ments intended to be proposed by him
to the bill, S. 949, supra; as follows:

AMENDMENT NO. 528

On page 183, beginning with line 22, strike

through line 18 on page 192.

AMENDMENT NO. 529

On page 192, line 18, after the period insert
the following: ‘‘This subsection shall not
take effect until the first fiscal year begin-
ning after the date on which an Act, enacted
after the date of enactment of this Act,
takes effect that provides for reform of Am-
trak.”.

D’AMATO (AND DASCHLE)
AMENDMENT NO. 530

(Ordered to lie on the table.)
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Mr. D’AMATO (for himself and Mr.
DASCHLE) submitted an amendment in-
tended to be proposed by him to the
bill, S. 949, supra; as follows:

In section 1045, rollover of gain from quali-
fied small business stock to another quali-
fied small business stock, on page 106, line
12, strike ‘5 years’ and in lieu of, insert ‘6
months”’

THOMAS AMENDMENT NO. 531

(Ordered to lie on the table.)

Mr. THOMAS submitted an amend-
ment intended to be proposed by him
to the bill, S. 949, supra; as follows:

On page 267, between lines 15 and 16, insert
the following:

SEC. . RESTORATION OF DEDUCTION FOR LOB-
BYING EXPENSES IN CONNECTION
WITH STATE LEGISLATION.

(a) IN GENERAL.—Paragraph (2) of section
162(e) (relating to denial of deduction for cer-
tain lobbying and political activities) is
amended—

(1) by inserting ‘‘any State legislature or
of”” before ‘‘any local council”’ in the mate-
rial preceeding subparagraph (A), and

(2) in subparagraph (B)(i), by striking
‘“‘such council” and inserting ‘‘such legisla-
ture, council,”.

(b) CLERICAL AMENDMENT.—The paragraph
heading of paragraph (2) of section 162(e) is
amended by inserting ‘‘STATE OR’ before
“LOCAL”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred after the date of the enact-
ment of this Act.

SEC. .INCREASED MILEAGE REQUIREMENT FOR
MOVING EXPENSES DEDUCTION.

(a) IN GENERAL.—Paragraph (1) of section
217(c) (relating to moving expenses) is
amended—

(1) in subparagraph (A), by striking ‘50
miles’ and inserting ‘‘565 miles’’; and

(2) in subparagraph (B), by striking ‘50
miles’ and inserting ‘5656 miles’’.

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

LANDRIEU AMENDMENT NO. 532

(Ordered to lie on the table.)

Ms. LANDRIEU submitted an amend-
ment intended to be proposed by her to
the bill, S. 949, supra; as follows:

On page 13, beginning on line 9, strike all
through page 17, line 23, and insert the fol-
lowing:

¢“(2) LIMITATION BASED ON ADJUSTED GROSS
INCOME.—

‘‘(A) IN GENERAL.—The $500 amount in sub-
section (a) shall be reduced (but not below
zero) by $25 for each $1,000 (or fraction there-
of) by which the taxpayer’s modified ad-
justed gross income exceeds the threshold
amount. For purposes of the preceding sen-
tence, the term ‘modified adjusted gross in-
come’ means adjusted gross income in-
creased by any amount excluded from gross
income under section 911, 931, or 933.

‘(B) THRESHOLD AMOUNT.—For purposes of
subparagraph (A), the term ‘threshold
amount’ means—

‘(i) $90,000 in the case of a joint return,

““(ii) $60,000 in the case of an individual
who is not married, and

‘‘(iii) $45,000 in the case of a married indi-
vidual filing a separate return.

For purposes of this subparagraph, marital
status shall be determined under section
7703.

‘‘(c) QUALIFYING CHILD.—For purposes of

this section—
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(1) IN GENERAL.—The term ‘qualifying
child’ means any individual if—

‘“(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for the taxable year,

‘(B) such individual has not attained the
age of 17 (age of 18 in the case of taxable
years beginning after 2002) as of the close of
the calendar year in which the taxable year
of the taxpayer begins, and

“(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B).

¢“(2) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term ‘qualifying child’ shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
‘resident of the United States’.

“(d) TAXABLE YEAR MUST BE FULL TAX-
ABLE YEAR.—Except in the case of a taxable
year closed by reason of the death of the tax-
payer, no credit shall be allowable under this
section in the case of a taxable year covering
a period of less than 12 months.

‘‘(e) RECAPTURE OF CREDIT.—

(1) IN GENERAL.—If—

‘“(A) during any taxable year any amount
is withdrawn from a qualified tuition pro-
gram or an education individual retirement
account maintained for the benefit of a bene-
ficiary and such amount is subject to tax
under section 529(f) or 530(c)(3), and

‘(B) the amount of the credit allowed
under this section for the prior taxable year
was contingent on a contribution being made
to such a program or account for the benefit
of such beneficiary,

The taxpayer’s tax imposed by this chapter
for the taxable year shall be increased by the
lesser of the amount described in subpara-
graph (A) or the credit described in subpara-
graph (B).

‘“(2) NO CREDITS AGAINST TAX, ETC.—Any in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining—

‘“(A) the amount of any credit under this
subpart or subpart B or D of this part, and

“(B) the amount of the minimum tax im-
posed by section 55.

‘“(f) OTHER DEFINITIONS.—For purposes of
this section, the term ‘qualified tuition pro-
gram’ and ‘education individual retirement
account’ have the meanings given such
terms by section 529 and 530, respectively.

‘(g) PHASEIN OF CREDIT.—In the case of
taxable years beginning in 1997—

‘(1) subsection (a)(1) shall be applied by
substituting ‘$250° for ‘$500°, and

‘“(2) subsection (¢)(1)(B) shall be applied by
substituting ‘age of 13’ for ‘age of 17°.”

(b) CONFORMING AMENDMENT.—The table of
sections for supbart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 23 the
following new item:

‘“Sec. 24. Child tax credit.”
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 1996.

FAIRCLOTH AMENDMENT NO. 533

(Ordered to lie on the table.)

Mr. FAIRCLOTH submitted an
amendment intended to be proposed by
him to bill, S. 949, supra; as follows:

On page 267, between lines 15 and 16, insert
the following:

SEC. . CURRENT REFUNDINGS OF CERTAIN TAX-
EXEMPT BONDS.

(a) IN GENERAL.—Subsection (c) of section
10632 of the Revenue Act of 1987 (relating to
bonds issued by Indian tribal governments)
is amended by adding at the end the fol-
lowing new sentence: ‘“‘The amendments
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made by this section shall not apply to any
obligation issued after such date if—

‘(1) such obligation is issued (or is part of
a series of obligations issued) to refund an
obligation issued on or before such date,

‘“(2) the average maturity date of the issue
of which the refunding obligation is a part is
not later than the average maturity date of
the obligations to be refunded by such issue,

“(3) the amount of the refunding obligation
does not exceed the outstanding amount of
the refunded obligation, and

‘‘(4) the net proceeds of the refunding obli-
gation are used to redeem the refunded obli-
gation not later than 90 days after the date
of the issuance of the refunding obligation.
For purposes of paragraph (2), average matu-
rity shall be determined in accordance with
section 147(b)(2)(A) of the Internal Revenue
Code of 1986.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to refund-
ing obligations issued after the date of the
enactment of this Act.

BROWNBACK (AND OTHERS)
AMENDMENT NO. 534

(Ordered to lie on the table.)

Mr. BROWNBACK (for himself, Mr.
KoHIL, and Mr. McCAIN) submitted an
amendment intended to be proposed by
them to the bill, S. 949; as follows:

At the end of the pending Amendment, add
the following:

TITLE 2 —BUDGET CONTROL
SEC. 01. SHORT TITLE; PURPOSE.

(a) SHORT TITLE.—This title may be cited
as the ‘“‘Bipartisan Budget Enforcement Act
of 1997°.

(b) PURPOSE.—The purpose of this title is—

(1) to ensure a balanced Federal budget by
fiscal year 2002;

(2) to ensure that the Bipartisan Budget
Agreement is implemented; and

(3) to create a mechanism to monitor total
costs of direct spending programs, and, in
the event that actual or projected costs ex-
ceed targeted levels, to require the President
and Congress to address adjustments in di-
rect spending.

SEC. 02. ESTABLISHMENT OF DIRECT SPEND-
ING TARGETS.

(a) IN GENERAL.—The initial direct spend-
ing targets for each of fiscal years 1998
through 2002 shall equal total outlays for all
direct spending except net interest as deter-
mined by the Director of the Office of Man-
agement and Budget (hereinafter referred to
in this title as the ‘‘Director‘‘) under sub-
section (b).

(b) INITIAL REPORT BY DIRECTOR.—

(1) IN GENERAL.—Not later than 30 days
after the date of enactment of this title, the
Director shall submit a report to Congress
setting forth projected direct spending tar-
gets for each of fiscal years 1998 through 2002.

(2) PROJECTIONS AND ASSUMPTIONS.—The
Director’s projections shall be based on legis-
lation enacted as of 5 days before the report
is submitted under paragraph (1). The Direc-
tor shall use the same economic and tech-
nical assumptions used in preparing the con-
current resolution on the budget for fiscal
year 1998 (H.Con.Res. 84).

SEC.  03. ANNUAL REVIEW OF DIRECT SPEND-
ING AND RECEIPTS BY PRESIDENT.

As part of each budget submitted under
section 1105(a) of title 31, United States
Code, the President shall provide an annual
review of direct spending and receipts, which
shall include—

(1) information on total outlays for pro-
grams covered by the direct spending tar-
gets, including actual outlays for the prior
fiscal year and projected outlays for the cur-
rent fiscal year and the 5 succeeding fiscal
years; and



June 26, 1997

(2) information on the major categories of
Federal receipts, including a comparison be-
tween the levels of those receipts and the
levels projected as of the date of enactment
of this title.

SEC.  04. SPECIAL DIRECT SPENDING MES-
SAGE BY PRESIDENT.

(a) TRIGGER.—If the information submitted
by the President under section 03 indi-
cates—

(1) that actual outlays for direct spending
in the prior fiscal year exceeded the applica-
ble direct spending target; or

(2) that outlays for direct spending for the
current or budget year are projected to ex-
ceed the applicable direct spending targets,
the President shall include in his budget a
special direct spending message meeting the
requirements of subsection (b).

(b) CONTENTS.—

(1) INcLUSIONS.—The special direct spend-
ing message shall include—

(A) an analysis of the variance in direct
spending over the direct spending targets;
and

(B) the President’s recommendations for
addressing the direct spending overages, if
any, in the prior, current, or budget year.

(2) ADDITIONAL MATTERS.—The President’s
recommendations may consist of any of the
following:

(A) Proposed legislative changes to recoup
or eliminate the overage for the prior, cur-
rent, and budget years in the current year,
the budget year, and the 4 outyears.

(B) Proposed legislative changes to recoup
or eliminate part of the overage for the
prior, current, and budget year in the cur-
rent year, the budget year, and the 4 out-
years, accompanied by a finding by the
President that, because of economic condi-
tions or for other specified reasons, only
some of the overage should be recouped or
eliminated by outlay reductions or revenue
increases, or both.

(C) A proposal to make no legislative
changes to recoup or eliminate any overage,
accompanied by a finding by the President
that, because of economic conditions or for
other specified reasons, no legislative
changes are warranted.

(c) PROPOSED SPECIAL DIRECT SPENDING
RESOLUTION.—If the President recommends
reductions consistent with subsection
(b)(2)(A) or (B), the special direct spending
message shall include the text of a special
direct spending resolution implementing the
President’s recommendations through rec-
onciliation directives instructing the appro-
priate committees of the House of Represent-
atives and Senate to determine and rec-
ommend changes in laws within their juris-
dictions. If the President recommends no re-
ductions pursuant to (b)(2)(C), the special di-
rect spending message shall include the text
of a special resolution concurring in the
President’s recommendation of no legislative
action.

SEC.  05. REQUIRED RESPONSE BY CONGRESS.

(a) IN GENERAL.—It shall not be in order in
the House of Representatives or the Senate
to consider a concurrent resolution on the
budget unless that conference report fully
addresses the entirety of any overage con-
tained in the applicable report of the Presi-
dent under section 04 through reconcili-
ation directives.

(b) WAIVER AND SUSPENSION.—This section
may be waived or suspended in the Senate
only by the affirmative vote of three-fifths
of the Members, duly chosen and sworn. This
section shall be subject to the provisions of
section 258 of the Balanced Budget and
Emergency Deficit Control Act of 1985.

(c) APPEALS.—Appeals in the Senate from
the decisions of the Chair relating to any
provision of this section shall be limited to 1
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hour, to be equally divided between, and con-
trolled by, the appellant and the manager of
the bill or joint resolution, as the case may
be. An affirmative vote of three-fifths of the
Members of the Senate, duly chosen and
sworn, shall be required in the Senate to sus-
tain an appeal of the ruling of the Chair on
a point of order raised under this section.
SEC.  06. RELATIONSHIP TO BALANCED BUDG-
ET AND EMERGENCY DEFICIT CON-
TROL ACT.

Reductions in outlays or increases in re-
ceipts resulting from legislation reported
pursuant to section 05 shall not be taken
into account for purposes of any budget en-
forcement procedures under the Balanced
Budget and Emergency Deficit Control Act
of 1985.

SEC. 07. ESTIMATING MARGIN.

For any fiscal year for which the overage
is less than one-half of 1 percent of the direct
spending target for that year, the procedures
set forth in sections =~ 04 and 05 shall
not apply.

SEC.  08. EFFECTIVE DATE.

This title shall apply to direct spending
targets for fiscal years 1998 through 2002 and
shall expire at the end of fiscal year 2002.

SANTORUM (AND OTHERS)
AMENDMENT NO. 535

(Ordered to lie on the table.)

Mr. SANTORUM (for himself, Mr.
ABRAHAM, Mr. COATS, Mr. COVERDELL,
Mr. GRAMM, Mr. NICKLES, Mr. ENZzI, Mr.
HAGEL, Mr. ALLARD, and Mr. KYL) sub-
mitted an amendment intended to be
proposed by them to the bill, S. 949,
supra; as follows:

On page 267, between lines 15 and 16, insert
the following:

SEC. —. SENSE OF THE SENATE.

(a) FINDINGS.—The Senate finds that—

(1) Congress has not provided a genuine tax
cut for America’s middle-class families since
1981;

(2) President Clinton promised middle-
class tax cuts in 1992;

(3) President Clinton raised taxes by
$240,000,000,000 in 1993;

(4) President Clinton vetoed middle-class
tax cuts in 1995;

(5) the middle-class American worker had
to work until May 9 in order to earn enough
money to pay all Federal, State, and local
taxes in 1997;

(6) the Joint Economic Committee reports
that real total Government taxes per house-
hold in 1994 totaled $18,600;

(7) more than 70 percent of the tax cuts in
both the House of Representatives and the
Senate tax relief bills will go to Americans
earning less than $75,000 annually;

(8) the Joint Economic Committee esti-
mates that a family of 4 earning $30,000 will
receive 53 percent of the tax relief under the
reconciliation bill;

(9) the earned income tax credit was al-
ready expanded in President Clinton’s 1993
tax bill;

(10) the fiscal year 1998 budget resolution
does not make the $500-per-child tax credit
refundable; and

(11) those who receive the earned income
tax credit do not pay Federal income taxes
but receive a substantial cash transfer from
the Federal Government in the form of re-
fund checks above and beyond income tax re-
bates.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that America’s middle-class
taxpayers shoulder the biggest tax burden
and that only those who pay Federal income
taxes should benefit from the tax cuts con-
tained in the Revenue Reconciliation Act of
1997.
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SANTORUM (AND OTHERS)
AMENDMENT NO. 536

(Ordered to lie on the table.)

Mr. SANTORUM (for himself, Mr.
ABRAHAM, and Mr. ENZI) submitted an
amendment intended to be proposed by
them to the bill, S. 949, supra; as fol-
lows:

On page 267, between lines 15 and 16, insert
the following:

SEC. .SENSE OF THE SENATE.

(a) FINDINGS.—The Senate finds that—

(1) the Department of the Treasury relies
upon the Family Economic Income broad-
based income concept to estimate family in-
comes and the impact of Federal income tax
relief;

(2) the Family Economic Income is con-
structed by adding to adjusted gross income
unreported and underreported income; non-
taxable transfer payments such as social se-
curity payments and TANF payments; em-
ployer-provided fringe benefits; inside build-
up on pensions, IRAs, Keoghs, and life insur-
ance; tax-exempt interest; and imputed rent
on owner-occupied housing;

(3) neither individual families nor the In-
ternal Revenue Service (IRS) rely on or use
Family Economic Income as a calculation of
income;

(4) the Treasury Department, using Family
Economic Income, estimates that 65.5 per-
cent of the tax relief under the Revenue Rec-
onciliation Act of 1997 will go to the top 20
percent of taxpayers;

(5) the Treasury Department, using Family
Economic Income, estimates that the top 10
percent of taxpayers would get 42.8 percent
of the tax relief under the Revenue Rec-
onciliation Act of 1997;

(6) the Joint Committee on Taxation, using
conventional income calculations, estimates
that 74 percent of the tax relief under the
reconciliation bill will actually benefit those
families with income under $75,000;

(7) the Joint Committee on Taxation, using
conventional income calculations, estimates
that 93 percent of the tax relief under the
Revenue Reconciliation Act of 1997 will actu-
ally benefit those families with income
under $100,000; and

(8) the Joint Economic Committee, using
conventional income calculations, estimates
that a family of 4 earning $30,000 will receive
53 percent of the tax relief under the Rev-
enue Reconciliation Act of 1997.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that Family Economic Income
overstates and unfairly skews family in-
comes, making those with lower incomes ap-
pear to be rich.

DOMENICI (AND LAUTENBERG)
AMENDMENT NO. 537

Mr. DOMENICI (for himself and Mr.
LAUTENBERG) proposed an amendment
to the bill. S. 949, supra; as follows:

At the end of the bill, add the following:
TITLE XV—BUDGET ENFORCEMENT

SEC. 1500. TABLE OF CONTENTS.

The table of contents for this title is as fol-
lows:

Sec. 1500. Table of contents.

Subtitle A—Amendments to the Congres-
sional Budget and Impoundment Control
Act of 1974

Sec. 15611. Amendments to section 201.

Sec. 15612. Amendments to section 202.

Sec. 15613. Amendment to section 300.

Sec. 15614. Amendments to section 301.

Sec. 15615. Amendments to section 302.

Sec. 1516. Amendments to section 303.

Sec. 15617. Amendment to section 305.
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1518.
1519.
1520.
1521.
1522.
1523.
1524.
1525.
1526.

Amendment to section 308.

Amendments to section 311.

Amendment to section 312.

Adjustments.

Amendments to title V.

Repeal of title VI.

Amendments to section 904.

Repeal of sections 905 and 906.

Amendments to sections 1022 and

1024.

Sec. 15627. Amendment to section 1026.

Subtitle B—Amendments to the Balanced
Budget and Emergency Deficit Control Act
of 1985

Sec. 1551.

Sec. 1552.

Sec. 1553.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Purpose.

General statement and definitions.

Enforcing discretionary spending
limits.

Violent Crime Reduction Trust
Fund.

Enforcing pay-as-you-go.

Reports and orders.

Exempt programs and activities.

General and special sequestration
rules.

The baseline.

Technical correction.

Judicial review.

Effective date.

Reduction of preexisting balances
and exclusion of effects of this
Act from paygo scorecard.

Subtitle A—Amendments to the Congres-
sional Budget and Impoundment Control

Act of 1974
SEC. 1511. AMENDMENTS TO SECTION 201.

Section 201 of the Congressional Budget
Act of 1974 is amended by redesignating sub-
section (g) (relating to revenue estimates) as
subsection (f).

SEC. 1512. AMENDMENTS TO SECTION 202.

(a) ASSISTANCE TO BUDGET COMMITTEES.—
The first sentence of section 202(a) of the
Congressional Budget Act of 1974 is amended
by inserting ‘“‘primary’’ before ‘‘duty’’.

(b) ELIMINATION OF EXECUTED PROVISION.—
Section 202 of the Congressional Budget Act
of 1974 is amended by striking subsection (e)
and by redesignating subsections (f), (g), and
(h) as subsections (e), (f), and (g), respec-
tively.

SEC. 1513. AMENDMENT TO SECTION 300.

The item relating to February 25 in the
timetable set forth in section 300 of the Con-
gressional Budget Act of 1974 is amended by
striking ‘“‘February 25 and inserting ‘‘With-
in 6 weeks after President submits budget’’.
SEC. 1514. AMENDMENTS TO SECTION 301.

(a) TERMS OF BUDGET RESOLUTIONS.—Sec-
tion 301(a) of the Congressional Budget Act
of 1974 is amended by striking ¢, and plan-
ning levels for each of the two ensuing fiscal
years,” and inserting ‘‘and for at least each
of the 4 ensuing fiscal years”.

(b) CONTENTS OF BUDGET RESOLUTIONS.—
Paragraphs (1) and (4) of section 301(a) of the
Congressional Budget Act of 1974 are amend-
ed by striking ‘‘, budget outlays, direct loan
obligations, and primary loan guarantee
commitments’ each place it appears and in-
serting ‘‘and budget outlays’’.

(c) ADDITIONAL MATTERS.—Section 301(b) of
the Congressional Budget Act of 1974 is
amended by—

(1) amending paragraph (7) to read as fol-
lows—

“(7) set forth pay-as-you-go procedures in
the Senate whereby committee allocations,
aggregates, and other levels can be revised
for legislation if such legislation would not
increase the deficit or would not increase the
deficit when taken with other legislation en-
acted after the adoption of the resolution for
the first fiscal year or the total period of fis-
cal years covered by the resolution;”’;

(2) in paragraph 8, striking the period and
inserting ‘‘; and’’; and

Sec. 1554.
1555.
1556.
15517.
1558.

Sec.
Sec.
Sec.
Sec.

1559.
1560.
1561.
1562.
1563.

Sec.
Sec.
Sec.
Sec.
Sec.
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(3) adding the following new paragraph:

“(9) set forth direct loan obligations and
primary loan commitment guarantee lev-
els.”.

(d) VIEWS AND ESTIMATES.—The first sen-
tence of section 301(d) of the Congressional
Budget Act of 1974 is amended by inserting
‘“‘or at such time as may be requested by the
Committee on the Budget,” after ‘‘Code,”’.

(e) HEARINGS AND REPORT.—Section 301(e)
of the Congressional Budget Act of 1974 is
amended—

(1) by striking ‘‘In developing’ and insert-
ing the following:

‘(1) IN GENERAL.—In developing’’; and

(2) by striking the sentence beginning with
““The report accompanying ’’ and all that fol-
lows through the end of the subsection and
inserting the following:

‘(2) REQUIRED CONTENTS OF REPORT.—The
report accompanying such concurrent reso-
lution shall include—

‘“(A) a comparison of the appropriate levels
of total new budget authority, total budget
outlays, and total revenues as set forth in
such concurrent resolution with those re-
quested in the budget submitted by the
President;

‘“(B) with respect to each major functional
category, an estimate of total new budget
authority and total outlays with the esti-
mates divided between permanent authority
and funds provided in appropriations Acts;

‘(C) the economic assumptions which un-
derlie each of the matters set forth in such
concurrent resolution and any alternative
economic assumptions and objectives that
the committee considered;

‘(D) projections for the period of 5 fiscal
years beginning with such fiscal year, of the
estimated levels of total new budget author-
ity, total outlays and total revenues and the
surplus or deficit for each fiscal year;

‘(E) information, data, and comparisons
indicating the manner in which, and the
basis on which, the committee determined
each of the matters set forth in the concur-
rent resolutions;

“(F) the estimated levels of tax expendi-
tures (the tax expenditures budget) by major
items and functional categories for the
President’s budget and in the concurrent res-
olution; and

‘“(G) allocations described in section 302(a).

‘“(3) ADDITIONAL CONTENTS OF REPORT.—The
report accompanying such concurrent reso-
lution may include—

“(A) a statement of any significant
changes in the proposed levels of Federal as-
sistance to State and local governments;

‘“(B) an allocation of the level of Federal
revenues recommended in the concurrent
resolution among the major sources of such
revenues;

‘“(C) information, data, and comparisons on
the share of total Federal budget outlays and
of gross domestic product devoted to invest-
ment in the budget submitted by the Presi-
dent and in the concurrent resolution; and

‘(D) other matters, relating to the budget
and fiscal policy, the committee deems ap-
propriate.”’.

(f) SOCIAL SECURITY CORRECTIONS.—Section
301(i) of the Congressional Budget Act of 1974
is amended by—

(1) inserting ‘‘SOCIAL SECURITY POINT OF
ORDER.—’’ after ““(1)”’; and

(2) striking ‘‘as reported to the Senate”
and inserting ‘‘(or amendment, motion, or
conference report on such a resolution)”.

(g) REPEAL OF BUDGET RESOLUTION PROVI-
SION.—Section 22 of House Concurrent Reso-
lution 218 (103d Congress) is repealed.

SEC. 1515. AMENDMENTS TO SECTION 302.

(a) ALLOCATIONS AND SUBALLOCATIONS.—
Subsections (a) and (b) of section 302 of the
Congressional Budget Act of 1974 are amend-
ed to read as follows:
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‘‘(a) COMMITTEE SPENDING ALLOCATIONS.—

‘(1) HOUSE OF REPRESENTATIVES.—

““(A) ALLOCATION AMONG COMMITTEES.—The
joint explanatory statement accompanying a
conference report on a budget resolution
shall include allocations, consistent with the
resolution recommended in the conference
report, of the appropriate levels (for each fis-
cal year covered by that resolution and a
total for all such years) of—

‘(i) total new budget authority;

‘‘(ii) total entitlement authority; and

‘‘(iii) total outlays;

among each committee of the House of Rep-
resentatives that has jurisdiction over legis-
lation providing or creating such amounts.

‘(B) NO DOUBLE COUNTING.—Any item allo-
cated to one committee of the House of Rep-
resentatives may not be allocated to another
such committee.

¢(C) FURTHER DIVISION OF AMOUNTS.—The
amounts allocated to each committee for
each fiscal year, other than the Committee
on Appropriations, shall be further divided
between amounts provided or required by
law on the date of filing of that conference
report and amounts not so provided or re-
quired. The amounts allocated to the Com-
mittee on Appropriations for each fiscal year
shall be further divided between discre-
tionary and mandatory amounts or pro-
grams, as appropriate.

‘(2) SENATE ALLOCATION AMONG COMMIT-
TEES.—The joint explanatory statement ac-
companying a conference report on a budget
resolution shall include an allocation, con-
sistent with the resolution recommended in
the conference report, of the appropriate lev-
els of—

‘“(A) total new budget authority; and

“(B) total outlays;

among each committee of the Senate that
has jurisdiction over legislation providing or
creating such amounts.

““(3) AMOUNTS NOT ALLOCATED.—

‘“‘(A) IN THE HOUSE.—In the House of Rep-
resentatives, if a committee receives no allo-
cation of new budget authority, entitlement
authority, or outlays, that committee shall
be deemed to have received an allocation
equal to zero for new budget authority, enti-
tlement authority, or outlays.

‘(B) IN THE SENATE.—In the Senate, if a
committee receives no allocation of new
budget authority, outlays, or social security
outlays, that committee shall be deemed to
have received an allocation equal to zero for
new budget authority, outlays, or social se-
curity outlays.

‘(4) SCOPE OF ALLOCATIONS IN THE SEN-
ATE.—In the Senate, the allocations made
pursuant to paragraph (2) shall be made for
all committees for the first fiscal year cov-
ered by the resolution and for all committees
other than the Committee on Appropriations
for the period of fiscal years covered by such
resolution.

‘“(b) SUBALLOCATIONS BY APPROPRIATION
COMMITTEES.—As soon as practicable after a
concurrent resolution on the budget is
agreed to, the Committee on Appropriations
of each House (after consulting with the
Committee on Appropriations of the other
House) shall suballocate each amount allo-
cated to it for the budget year under sub-
section (a)(1)(A) or (a)(2) among its sub-
committees. Each Committee on Appropria-
tions shall promptly report to its House sub-
allocations made or revised under this para-
graph.”’.

(b) POINT OF ORDER.—Section 302(c) of the
Congressional Budget Act of 1974 is amended
to read as follows:

‘“(c) POINT OF ORDER.—After the Com-
mittee on Appropriations has received an al-
location pursuant to subsection (a) for a fis-
cal year, it shall not be in order in the House
of
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Representatives or the Senate to consider
any bill, joint resolution, amendment, mo-
tion, or conference report providing new
budget authority for that fiscal year within
the jurisdiction of that committee, until
such committee makes the suballocations
required by subsection (b).”.

(c) ENFORCEMENT OF POINT OF ORDER.—Sec-
tion 302(f)(2) of the Congressional Budget Act
of 1974 is amended to read as follows:

‘(2) ENFORCEMENT OF COMMITTEE ALLOCA-
TIONS AND SUBALLOCATIONS.—After a concur-
rent resolution on the budget is agreed to, it
shall not be in order in the Senate to con-
sider any bill, joint resolution, amendment,
motion, or conference report that would
cause—

““(A) in the case of any committee except
the Committee on Appropriations, the appro-
priate allocation of new budget authority or
outlays under subsection (a) to be exceeded;
or

‘“(B) in the case of the Committee on Ap-
propriations, the appropriate suballocation
of new budget authority or outlays under
subsection (b) to be exceeded.”’.

(d) SEPARATE ALLOCATIONS.—Section 302(g)
is amended to read as follows:

‘(g) SEPARATE ALLOCATIONS.—The Com-
mittees on Appropriations and the Budget
shall make separate allocations under sub-
sections (a) and (b) consistent with the cat-
egories in section 251(c) of the Balanced
Budget and Emergency Deficit Control Act
of 1985.”

SEC. 1516. AMENDMENTS TO SECTION 303.

(a) IN GENERAL.—Section 303 of the Con-
gressional Budget Act of 1974 is amended—

(1) by striking “NEW CREDIT AUTHOR-
ITY,” in the center heading;

(2) by striking paragraph (4) of subsection
(a) and be redesignating paragraphs (5) and
(6) as paragraphs (4) and (5), respectively;

(3) in subsection (b)(1)(A), by inserting ‘‘ad-
vanced, discretionary’ before ‘‘new budget
authority’’; and

(4) by striking subsection (c).

(b) CONFORMING AMENDMENT.—The item re-
lating to section 303 in the table of contents
set forth in section 1(b) of the Congressional
Budget and Impoundment Control Act of 1974
is amended by striking ‘“‘new credit author-
ity,”.

SEC. 1517. AMENDMENT TO SECTION 305.

Section 305(a)(1) of the Congressional
Budget Act of 1974 is amended by inserting
“when the House is not in session’” after
““holidays’ each place it appears.

SEC. 1518. AMENDMENT TO SECTION 308.

(a) ELIMINATION OF REFERENCES TO CREDIT
AUTHORITY.—Section 308 of the Congres-
sional Budget Act of 1974 is amended—

(1) by striking the center heading and in-
serting the following:

‘““REPORTS ON SPENDING AND REVENUE
LEGISLATION"’;

(2) in paragraphs (1) and (2) of subsection
(a), by striking ‘‘or new credit authority,”
each place it appears and insert ‘‘and’ before
“new spending’’ each place it appears;

(3) in subsection (b)(1), by striking ‘‘or new
credit authority,” and insert ‘‘and’ before
“new spending”’; and

(4) in subsection (c), by inserting ‘‘and”
after the semicolon at the end of paragraph
(3), strike ‘‘; and” at the end of paragraph (4)
and insert a period; and strike paragraph (5).

(b) CONFORMING AMENDMENT.—The item re-
lating to section 308 in the table of contents
set forth in section 1(b) of the Congressional
Budget and Impoundment Control Act of 1974
is amended by striking ‘‘or new credit au-
thority” and by inserting ‘“‘and” after the
first comma.

SEC. 1519. AMENDMENTS TO SECTION 311.

Section 311 of the Congressional Budget
Act of 1974 is amended to read as follows:
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‘““NEW BUDGET AUTHORITY, NEW SPENDING AU-
THORITY, AND REVENUE LEGISLATION MUST
BE WITHIN APPROPRIATE LEVELS
“SEC. 311. (a) ENFORCEMENT OF BUDGET AG-

GREGATES.—

‘(1) IN THE HOUSE OF REPRESENTATIVES.—
Except as provided by subsection (c), after
the Congress has completed action on a con-
current resolution on the budget for a fiscal
year, it shall not be in order in the House of
Representatives to consider any bill, joint
resolution, amendment, motion, or con-
ference report providing new budget author-
ity for such fiscal year, providing new enti-
tlement authority effective during such fis-
cal year, or reducing revenues for such fiscal
year, if—

““(A) the enactment of such bill or resolu-
tion as reported;

‘“(B) the adoption and enactment of such
amendment; or

‘“(C) the enactment of such bill or resolu-
tion in the form recommended in such con-
ference report;

would cause the appropriate level of total
new budget authority or total budget out-
lays set forth in the most recently agreed to
concurrent resolution on the budget for such
fiscal year to be exceeded, or would cause
revenues to be less than the appropriate
level of total revenues set forth in such con-
current resolution except in the case that a
declaration of war by the Congress is in ef-
fect.

‘“(2) IN THE SENATE.—After a concurrent
resolution on the budget is agreed to, it shall
not be in order in the Senate to consider any
bill, resolution, amendment, motion, or con-
ference report that—

““(A) would cause the appropriate level of
total new budget authority or total outlays
set forth for the first fiscal year in such reso-
lution to be exceeded; or

‘(B) would cause revenues to be less than
the appropriate level of total revenues set
forth for the first fiscal year covered by such
resolution or for the period including the
first fiscal year plus the following 4 fiscal
years in such resolution.

‘“(3) ENFORCEMENT OF SOCIAL SECURITY LEV-
ELS IN THE SENATE.—After a concurrent reso-
lution on the budget is agreed to, it shall not
be in order in the Senate to consider any
bill, resolution, amendment, motion, or con-
ference report that would cause a decrease in
social security surpluses or an increase in so-
cial security deficits derived from the levels
of social security revenues and social secu-
rity outlays set forth for the first fiscal year
covered by the resolution and for the period
including the first fiscal year plus the fol-
lowing 4 fiscal years in such resolution.

““(b) SOCIAL SECURITY LEVELS.—

‘(1) IN GENERAL.—For the purposes of sub-
section (a)(3), social security surpluses equal
the excess of social security revenues over
social security outlays in a fiscal year or
years with such an excess and social security
deficits equal the excess of social security
outlays over social security revenues in a fis-
cal year or years with such an excess.

‘“(2) TAX TREATMENT.—For the purposes of
this section, no provision of any legislation
involving a change in chapter 1 of the Inter-
nal Revenue Code of 1986 shall be treated as
affecting the amount of social security reve-
nues or outlays unless such provision
changes the income tax treatment of social
security benefits.

‘“(c) EXCEPTION IN THE HOUSE OF REP-
RESENTATIVES.—Subsection (a)(1) shall not
apply in the House of Representatives to any
bill, resolution, or amendment which pro-
vides new budget authority or new entitle-
ment authority effective during such fiscal
year, or to any conference report on any
such bill or resolution, if—
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‘(1) the enactment of such bill or resolu-
tion as reported;

‘“(2) the adoption and enactment of such
amendment; or

‘(3) the enactment of such bill or resolu-
tion in the form recommended in such con-
ference report;
would not cause the appropriate allocation
of new discretionary budget authority or
new entitlement authority made pursuant to
section 302(a) for such fiscal year, for the
committee within whose jurisdiction such
bill, resolution, or amendment falls, to be
exceeded.”.

SEC. 1520. AMENDMENT TO SECTION 312.

(a) IN GENERAL.—Section 312 of the Con-
gressional Budget Act of 1974 is amended to
read as follows:

‘“POINTS OF ORDER

“SEC. 312. (a) DETERMINATIONS.—For pur-
poses of this title and title IV, the levels of
new budget authority, budget outlays, spend-
ing authority as described in section
401(c)(2), direct spending, new entitlement
authority, and revenues for a fiscal year
shall be determined on the basis of estimates
made by the Committee on the Budget of the
House of Representatives or the Senate, as
the case may be.

“(b) DISCRETIONARY SPENDING POINT OF
ORDER IN THE SENATE.—

‘(1) Except as otherwise provided in this
subsection, it shall not be in order in the
Senate to consider any concurrent resolution
on the budget (or amendment, motion, or
conference report on such a resolution) that
would exceed any of the discretionary spend-
ing limits in section 251(c) of the Balanced
Budget and Emergency Deficit Control Act
of 1985.

‘“(2) This subsection shall not apply if a
declaration of war by the Congress is in ef-
fect or if a joint resolution pursuant to sec-
tion 258 of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 has been
enacted.

“(c) MAXIMUM DEFICIT AMOUNT POINT OF
ORDER IN THE SENATE.—It shall not be in
order in the Senate to consider any concur-
rent resolution on the budget for a fiscal
year under section 301, or to consider any
amendment to that concurrent resolution, or
to consider a conference report on that con-
current resolution—

‘(1) if the level of total budget outlays for
the first fiscal year that is set forth in that
concurrent resolution or conference report
exceeds the recommended level of Federal
revenues set forth for that year by an
amount that is greater than the maximum
deficit amount, if any, specified in the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 for such fiscal year; or

‘(2) if the adoption of such amendment
would result in a level of total budget out-
lays for that fiscal year which exceeds the
recommended level of Federal revenues for
that fiscal year, by an amount that is great-
er than the maximum deficit amount, if any,
specified in the Balanced Budget and Emer-
gency Deficit Control Act of 1985 for such fis-
cal year.

“(d) TIMING OF POINTS OF ORDER IN THE
SENATE.—A point of order under this Act
may not be raised against a bill, resolution,
amendment, motion, or conference report
while an amendment or motion, the adoption
of which would remedy the violation of this
Act, is pending before the Senate.

‘“(e) POINTS OF ORDER IN THE SENATE
AGAINST AMENDMENTS BETWEEN THE
HouseEs.—Each provision of this Act that es-
tablishes a point of order against an amend-
ment also establishes a point of order in the
Senate against an amendment between the
Houses. If a point of order under this Act is
raised in the Senate against an amendment
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between the Houses, and the point of order is
sustained, the effect shall be the same as if
the Senate had disagreed to the amendment.

“(f) EFFECT OF A POINT OF ORDER ON A BILL
IN THE SENATE.—In the Senate, if the Chair
sustains a point of order under this Act
against a bill, the Chair shall then send the
bill to the committee of appropriate jurisdic-
tion for further consideration.”.

(b) CONFORMING AMENDMENTS.—Sections
302(g), 311(c), and 313(e) of the Congressional
Budget Act of 1974 are repealed.

SEC. 1521. ADJUSTMENTS.

(a) IN GENERAL.—Title IIT of the Congres-
sional Budget Act of 1974 is amended by add-
ing at the end the following new sections:

““ADJUSTMENTS

‘“SEC. 314. (a) ADJUSTMENTS.—When—

“(1)(A) the Committee on Appropriations
reports an appropriation measure for fiscal
year 1998, 1999, 2000, 2001, or 2002 that speci-
fies an amount for emergencies pursuant to
section 251(b)(2)(A) of the Balanced Budget
and Emergency Deficit Control Act of 1985 or
for continuing disability reviews pursuant to
section 251(b)(2)(C) of that Act;

‘“(B) any other committee reports emer-
gency legislation described in section 252(e)
of that Act;

‘“(C) the Committee on Appropriations re-
ports an appropriation measure for fiscal
year 1998, 1999, 2000, 2001, or 2002 that in-
cludes an appropriation with respect to
clause (i) or (ii), the adjustment shall be the
amount of budget authority in the measure
that is the dollar equivalent, in terms of
Special Drawing Rights, of—

‘(i) an increase in the United States quota
as part of the International Monetary Fund
Eleventh General Review of Quotas (United
States Quota); or

‘‘(ii) an increase in the maximum amount
available to the Secretary of the Treasury
pursuant to section 17 of the Bretton Woods
Agreements Act, as amended from time to
time (New Arrangements to Borrow); or

‘(D) the Committee on Appropriations re-
ports an appropriation measure for fiscal
year 1998, 1999, or 2000 that includes an ap-
propriation for arrearages for international
organizations, international peacekeeping,
and multilateral development banks during
that fiscal year, and the sum of the appro-
priations for the period of fiscal years 1998
through 2000 does not exceed $1,884,000,000 in
budget authority; or

‘“(2) a conference committee submits a con-
ference report thereon;
the chairman of the Committee on the Budg-
et of the Senate or House of Representatives
(whichever is appropriate) shall make the
adjustments referred to in subsection (c) to
reflect the additional new budget authority
for such matter provided in that measure or
conference report and the additional outlays
flowing from such amounts for such matter.

“(b) APPLICATION OF ADJUSTMENTS.—The
adjustments and revisions to allocations, ag-
gregates, and limits made by the Chairman
of the Committee on the Budget pursuant to
subsection (a) for legislation shall only apply
while such legislation is under consideration
shall only permanently take effect upon the
enactment of that legislation.

“(c) CONTENT OF ADJUSTMENTS.—The ad-
justments referred to in subsection (a) shall
consist of adjustments, as appropriate, to—

‘(1) the discretionary spending limits as
set forth in the most recently adopted con-
current resolution on the budget;

¢“(2) the allocations made pursuant to the
most recently adopted concurrent resolution
on the budget pursuant to section 302(a); and

““(3) the budgetary aggregates as set forth
in the most recently adopted concurrent res-
olution on the budget.

‘“(d) REPORTING REVISED SUBALLOCA-
TIONS.—Following the adjustments made
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under subsection (a), the Committees on Ap-
propriations of the Senate and the House of
Representatives shall report appropriately
revised suballocations pursuant to section
302(b) to carry out this subsection.

‘“(e) DEFINITIONS.—As used in subsection
(a)(1)(A), when referring to continuing dis-
ability reviews, the terms ‘continuing dis-
ability reviews’, ‘additional new budget au-
thority’, and ‘additional outlays’ shall have
the same meanings as provided in section
251(b)(2)(C)(ii) of the Balanced Budget and
Emergency Deficit Control Act of 1985.”.

(b) TABLE OF CONTENTS.—The table of con-
tents set forth in section 1(b) of the Congres-
sional Budget and Impoundment Control Act
of 1974 is amended by—

(1) striking the item for section 312 and in-
serting the following:

‘‘Sec. 312. Points of order.”’; and

(2) adding after the item relating to sec-
tion 313 the following new item:
“Sec. 314. Adjustments.”’.

SEC. 1522. AMENDMENTS TO TITLE V.

(a) SECTION 502.—Section 502 of the Federal
Credit Reform Act of 1990 is amended as fol-
lows:

(1) In the second sentence of paragraph (1),
insert ‘‘and refinancing arrangements that
defer payment for more than 90 days, includ-
ing the sale of a government asset on credit
terms’’ before the period.

(2) In paragraph (5)(A), insert “‘or modifica-
tion thereof” before the first comma.

(3) In paragraph (5)(B)(iii), strike ‘‘and
other recoveries’ and insert ‘‘, other recov-
eries, and routine workouts of troubled loans
or loans in imminent default when those
workouts are to maximize repayments to the
Government or to minimize claims on the
Government’’.

(4) In paragraph (5)(C), strike *‘, and” at
the end of clause (i), strike ‘‘the’ in clause
(ii) and strike the period and insert ¢, and”
at the end of that clause, and at the end add
the following new clause:

‘“(iii) routine workouts of troubled loans or
loans in imminent default when those work-
outs are to maximize the repayments to the
Government or to minimize claims on the
Government.”.

(5) In paragraph (5), amend subparagraph
(D) to read as follows:

‘(D) The cost of a modification is the dif-
ference in cost that results from the modi-
fication of a direct loan or loan guarantee
(or direct loan obligation or loan guarantee
commitment). This difference in cost is the
difference between the currently estimated
net present value of the remaining cash
flows under the terms of the direct loan or
loan guarantee contract assumed in the most
recent President’s budget submitted to Con-
gress, and the currently estimated net
present value of the remaining cash flows
under the terms of the contract, as modified.
Except for interest rates, the estimates shall
be consistent with the economic and tech-
nical assumptions underlying the most re-
cent President’s budget submitted to Con-
gress.”’.

(6) Redesignate paragraph (9) as paragraph
(10) and after paragraph (8) add the following
new paragraph:

‘(99 The term ‘modification’ means any
Government action that alters the estimated
cost of an outstanding direct loan (or direct
loan obligation) or an outstanding loan guar-
antee (or loan guarantee commitment) from
the estimate based on the cash flows con-
tained in the most recent President’s budget
submitted to Congress. This includes the sale
of loan assets, with or without recourse, and
the purchase of guaranteed loans. This also
includes any action resulting from new legis-
lation, or from the exercise of administra-
tive discretion under existing law, that di-
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rectly or indirectly alters the estimated cost
of outstanding direct loans (or direct loan
obligations) or loan guarantees (or loan
guarantee commitments) such as a change in
collection procedures. The term ‘modifica-
tion’ does not include the routine adminis-
trative work-outs of troubled loans or loans
in imminent default. Work-outs are actions
undertaken to maximize the repayments to
the Government under existing direct loans
or to minimize claims under existing loan
guarantees. The expected effects of such
work-outs shall be included in the original
estimate of the cash flows. Insofar as the ef-
fects on cash flows are more or less than
originally estimated, the differences in cash
flows shall be included in a reestimate of the
cost. The term ‘modification’ does not in-
clude changes in loan or guarantee terms re-
sulting from the exercise by the borrower of
an option included in the loan or guarantee
contract. The expected effects of such
changes in terms shall be included in the
original estimate of the cash flow. Insofar as
the effects on cash flow are more or less than
originally estimated, the differences in cash
flow shall be included in a reestimate of the
cost; and”.

(b) SECTION 504.—Section 504 of the Federal
Credit Reform Act of 1990 is amended as fol-
lows:

(1) Amend subsection (b)(1) to read as fol-
lows:

‘(1) new budget authority to cover their
costs is provided in advance in appropriation
Acts;”.

(2) In subsection (b)(2), strike ‘‘enacted”
and insert ‘‘provided in an appropriation
Act”.

(3) In subsection (d)(1), strike ‘‘directly or
indirectly alter the costs of outstanding di-
rect loans and loan guarantees” and insert
“modify outstanding direct loans (or direct
loan obligations) or loan guarantees (or loan
guarantee commitments)’’.

(4) In subsection (e), strike ‘A direct loan
obligation or loan guarantee commitment’’
and insert ‘“An outstanding direct loan (or
direct loan obligation) or loan guarantee (or
loan guarantee commitment)’”’, after ‘‘un-
less’ insert “‘new”’, and strike ‘‘or from other
budgetary resources’’.

(c) SECTION 505.—Section 505 of the Federal
Credit Reform Act of 1990 is amended as fol-
lows:

(1) In subsection (c), by inserting before
the period at the end of the second sentence
the following: ‘‘, except that the rate of in-
terest charged by the Secretary on lending
to financing accounts (including amounts
treated as lending to financing accounts by
the Federal Financing Bank (hereinafter in
this subsection referred to as the ‘Bank®)
pursuant to section 406(b)) and the rate of in-
terest paid to financing accounts on
uninvested balances in financing accounts
shall be the same as the rate determined pur-
suant to section 502(5)(E). For guaranteed
loans financed by the Bank and treated as di-
rect loans by a Federal agency pursuant to
section 406(b), any fee or interest surcharge
(the amount by which the interest rate
charged exceeds the rate determined pursu-
ant to section 502(5)(E)) that the Bank
charges to a private borrower pursuant to
section 6(c) of the Federal Financing Bank
Act of 1973 shall be considered a cash flow to
the Government for the purposes of deter-
mining the cost of the direct loan pursuant
to section 502(5). All such amounts shall be
credited to the appropriate financing ac-
count. The Bank is authorized to require re-
imbursement from a Federal agency to cover
the administrative expenses of the Bank that
are attributable to the direct loans financed
for that agency. All such payments by an
agency shall be considered administrative
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expenses subject to section 504(g). This sec-
tion shall apply to transactions related to di-
rect loan obligations or loan guarantee com-
mitments made on or after October 1, 1991.”".

(2) In subsection (c), by striking
‘“‘supercede’ and inserting ‘‘supersede’’.

(3) By amending subsection (d) to read as
follows:

‘(d) AUTHORIZATION FOR LIQUIDATING AC-
COUNTS.—(1) Amounts in liquidating ac-
counts shall be available only for payments
resulting from direct loan obligations or
loan guarantee commitments made prior to
October 1, 1991. These payments shall in-
clude—

““(A) interest payments and principal re-
payments to the Treasury or the Federal Fi-
nancing Bank for amounts borrowed;

‘(B) disbursements of loans;

‘“(C) default and other guarantee claim
payments;

‘(D) interest supplement payments;

‘““(E) payments for the costs of foreclosing,
managing, and selling collateral that are
capitalized or routinely deducted from the
proceeds of sales;

“(F) payments to financing accounts when
required for modifications;

‘(G) administrative expenses, if—

‘(i) amounts credited to the liquidating ac-
count would have been available for adminis-
trative expenses under a provision of law in
effect prior to October 1, 1991; and

‘“(ii) no direct loan obligation or loan guar-
antee commitment has been made, or any
modification of a direct loan or loan guar-
antee has been made, since September 30,
1991; and

‘“‘(H) such other payments as are necessary
for the liquidation of such direct loan obliga-
tions and loan guarantee commitments.

‘“(2) Amounts credited to liquidating ac-
counts in any year shall be available only for
payments required in that year. Any unobli-
gated balances in liquidating accounts at the
end of a fiscal year shall be transferred to
miscellaneous receipts as soon as practicable
after the end of the fiscal year.

¢“(3) If funds in liquidating accounts are in-
sufficient to satisfy obligations and commit-
ments of said accounts, there is hereby pro-
vided permanent, indefinite authority to
make any payments required to be made on
such obligations and commitments.”.

SEC. 1523. REPEAL OF TITLE VL

(a) REPEALER.—Title VI of the Congres-
sional Budget Act of 1974 is repealed.

(b) CONFORMING AMENDMENTS.—Title VI of
the table of contents set forth in section 1(b)
of the Congressional Budget and Impound-
ment Control Act of 1974 is repealed.

SEC. 1524. AMENDMENTS TO SECTION 904.

(a) WAIVERS.—Section 904(c) of the Con-
gressional Budget Act of 1974 is amended to
read as follows:

‘“(c) WAIVERS.—

“(1) Sections 305(b)(2), 3056(c)(4), 306,
310(d)(2), 313, 904(c), and 904(d) of this Act
may be waived or suspended in the Senate
only by the affirmative vote of three-fifths
of the Members, duly chosen and sworn.

“(2) Sections 301(i), 302(c), 302(f), 310(g),
311(a), 312(b), and 312(c) of this Act and sec-
tions 258(a)(4)(C), 2568A(b)(3)(C)(I), 258B(f)(1),
258B(h)(1), 258(h)(3), 258C(a)(5), and 258C(b)(1)
of the Balanced Budget and Emergency Def-
icit Control Act of 1985 may be waived or
suspended in the Senate only by the affirma-
tive vote of three-fifths of the Members, duly
chosen and sworn.”’.

(b) APPEALS.—Section 904(d) of the Con-
gressional Budget Act of 1974 is amended to
read as follows:

“(d) APPEALS.—

‘(1) Appeals in the Senate from the deci-
sions of the Chair relating to any provision
of title IIT or IV or section 1017 shall, except
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as otherwise provided therein, be limited to
1 hour, to be equally divided between, and
controlled by, the mover and the manager of
the resolution, concurrent resolution, rec-
onciliation bill, or rescission bill, as the case
may be.

‘“(2) An affirmative vote of three-fifths of
the Members, duly chosen and sworn, shall
be required in the Senate to sustain an ap-
peal of the ruling of the Chair on a point of
order raised under sections 305(b)(2), 305(c)(4),
306, 310(d)(2), 313, 904(c), and 904(d) of this
Act.

‘“(3) An affirmative vote of three-fifths of
the Members, duly chosen and sworn, shall
be required in the Senate to sustain an ap-
peal of the ruling of the Chair on a point of
order raised under sections 301(i), 302(c),
302(f), 310(g), 311(a), 312(b), and 312(c) of this
Act and sections 258(a)(4)(C), 258A(b)(3)(C)(I),
258B(f)(1), 258B(h)(1), 258(h)(3), 2568C(a)(5), and
2568C(b)(1) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985.”".

(c) EXPIRATION OF SUPERMAJORITY VOTING
REQUIREMENTS.—Section 904 of the Congres-
sional Budget Act of 1974 is amended by add-
ing at the end the following:

‘““(e) EXPIRATION OF CERTAIN SUPER-
MAJORITY VOTING REQUIREMENTS.—Sub-
sections (¢)(2) and (d)(3) shall expire on Sep-
tember 30, 2002.”".

SEC. 1525. REPEAL OF SECTIONS 905 AND 906.

(a) REPEALER.—Sections 905 and 906 of the
Congressional Budget and Impoundment
Control Act of 1974 are repealed.

(b) CONFORMING AMENDMENTS.—The table
of contents set forth in section 1(b) of the
Congressional Budget and Impoundment
Control Act of 1974 is amended by striking
the items relating to sections 905 and 906.
SEC. 1526. AMENDMENTS TO SECTIONS 1022 AND

1024.

(a) SECTION 1022.—Section 1022(b)(1)(F) of
Congressional Budget and Impoundment
Control Act of 1974 is amended by striking
‘“‘section 6017 and inserting ‘‘section 251(c)
the Balanced Budget and Emergency Deficit
Control Act of 1985,

(b) SECTION 1024.—Section 1024(a)(1)(B) of
Congressional Budget and Impoundment
Control Act of 1974 is amended by striking
‘“‘section 601(a)(2)” and inserting ‘‘section
261(c) the Balanced Budget and Emergency
Deficit Control Act of 1985°.

SEC. 1527. AMENDMENT TO SECTION 1026.

Section 1026(7)(A)(iv) of the Congressional
Budget and Impoundment Control Act of 1974
is amended by striking ‘‘and’” the second
place it appears and inserting ‘‘or’’.

Subtitle B—Amendments to the Balanced
Budget and Emergency Deficit Control Act
of 1985

SEC. 1551. PURPOSE.

This subtitle extends discretionary spend-
ing limits and pay-as-you-go requirements.
SEC. 1552. GENERAL STATEMENT AND DEFINI-

TIONS.

(a) GENERAL STATEMENT.—Section 250(b) of
the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended by striking
the first two sentences and inserting the fol-
lowing: ‘“‘This part provides for the enforce-
ment of a balanced budget by fiscal year 2002
as called for in House Concurrent Resolution
84 (105th Congress, 1st session).”’.

(b) DEFINITIONS.—Section 250(c) of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 is amended—

(1) by striking paragraph (4) and inserting
the following:

‘“(4) The term ‘category’ means defense,
nondefense, and violent crime reduction dis-
cretionary appropriations as specified in the
joint explanatory statement accompanying a
conference report on the Balanced Budget
Act of 1997. New accounts or activities shall
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be categorized only after consultation with
the committees on Appropriations and the
Budget of the House of Representatives and
the Senate and such consultation shall in-
clude written communication to such com-
mittees that affords such committees the op-
portunity to comment before official action
is taken with respect to new accounts or ac-
tivities.”’;

(2) by striking paragraph (6) and inserting
the following:

‘(6) The term ‘budgetary resources’ means
new budget authority, unobligated balances,
direct spending authority, and obligation
limitations.”’;

(3) in paragraph (9), by striking ‘‘submis-
sion of the fiscal year 1992 budget that are
not included with a budget submission’ and
inserting ‘‘that budget submission that are
not included with that budget submission’’;

(4) in paragraph (14), by inserting ‘‘first 4”
before ‘‘fiscal years’” and by striking ‘1995’
and inserting ‘‘2006’’; and

(5) by striking paragraphs (17) and (20) and
by redesignating paragraphs (18), (19), and
(21) as paragraphs (17), (18), and (19), respec-
tively.

SEC. 1553. ENFORCING DISCRETIONARY SPEND-
ING LIMITS.

(a) EXTENSION THROUGH FISCAL YEAR
2002.—Section 251 of the Balanced Budget
and Emergency Deficit Control Act of 1985 is
amended—

(1) in the side heading of subsection (a), by
striking ‘1991-1998 and inserting ‘1997-
2002°’;

(2) in subsection (a)(7), by inserting ‘‘(ex-
cluding Saturdays, Sundays, and legal holi-
days)’’ after ‘‘days’’;

(3) in the first sentence of subsection (b)(1),
by striking ‘1992, 1993, 1994, 1995, 1996, 1997 or
1998 and inserting ‘1997 or any fiscal year
thereafter through 2002 and by striking
“‘through 1998’ and inserting ‘‘through 2002"’;

(4) in subsection (b)(1), by striking ‘‘the
following:”’ and all that follows through ‘‘in
concepts and definitions’ the first place it
appears and inserting ‘‘the following: the ad-
justments’ and by striking subparagraphs
(B) and (C);

(56) in subsection (b)(1), as amended, by
striking the last sentence and inserting
‘““Changes in concepts and definitions may
only be made after consultation with the
committees on Appropriations and the Budg-
et of the House of Representatives and the
Senate and such consultation shall include
written communication to such committees
that affords such committees the oppor-
tunity to comment before official action is
taken with respect to such changes.”’;

(6) in subsection (b)(2), by striking 1991,
1992, 1993, 1994, 1995, 1996, 1997, or 1998 and
inserting ‘1997 or any fiscal year thereafter
through 2002, by striking ‘‘through 1998
and inserting ‘‘through 2002’’, and by strik-
ing subparagraphs (A), (B), (C), (E), and (G),
and by redesignating subparagraphs (D), (F),
and (H) as subparagraphs (A), (B), and (C), re-
spectively;

(7) in subsection (b)(2)(A), as redesignated,
by striking ““(i)”’, by striking clause (ii), and
by inserting ‘‘fiscal’ before ‘‘years’’;

(8) in subsection (b)(2)(B), as redesignated,
by striking everything after ‘‘the adjustment
in outlays’ and inserting ‘‘for a fiscal year is
the amount of the excess but not to exceed
0.5 percent of the adjusted discretionary
spending limit on outlays for that fiscal year
in fiscal year 1997 or any fiscal year there-
after through 2002;

(9) in subsection (b)(2)(C)3),
nated—

(A) in subclause (III) by striking
¢‘$245,000,000”" and inserting ‘$290,000,000’;

(B) in subclause (IV), by striking
¢‘$280,000,000’” and inserting ‘‘$520,000,000’;

as redesig-
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(C) in subclause (V), by striking
‘$317,500,000’” and inserting ‘‘$520,000,000°’;

(D) in subclause (VI), by striking
¢‘$317,500,000" and inserting ‘‘$520,000,000°’;
and

(E) in subclause (VII), by striking
¢‘$317,000,000"" and inserting ¢$520,000,000";
and

(10) by adding at the end
(b)(2) the following:

‘(D) ALLOWANCE FOR IMF.—If an appro-
priations bill or joint resolution is enacted
for fiscal year 1998, 1999, 2000, 2001, or 2002
that includes an appropriation with respect
to clause (i) or (ii), the adjustment shall be
the amount of budget authority in the meas-
ure that is the dollar equivalent, in terms of
Special Drawing Rights, of—

‘(i) an increase in the United States quota
as part of the International Monetary Fund
Eleventh General Review of Quotas (United
States Quota); or

‘‘(ii) any increase in the maximum amount
available to the Secretary of the Treasury
pursuant to section 17 of the Bretton Woods
Agreements Act, as amended from time to
time (New Arrangements to Borrow).

‘“(E) ALLOWANCE FOR INTERNATIONAL AR-
REARAGES.—

‘(i) ADJUSTMENTS.—If an appropriations
bill or joint resolution is enacted for fiscal
year 1998, 1999 or 2000 that includes an appro-
priation for arrearages for international or-
ganizations, international peacekeeping, and
multilateral development banks for that fis-
cal year, the adjustment shall be the amount
of budget authority in such measure and the
outlays flowing in all fiscal years from such
budget authority.

‘(ii) LIMITATIONS.—The total amount of
adjustments made pursuant to this subpara-
graph shall not exceed $1,884,000,000 in budget
authority.

‘“(F) ALLOWANCES FOR TRANSPORTATION.—

‘(i) IN GENERAL.—If during the 105th Con-
gress, revenue increases or direct spending
reductions creditable under section 252 are
enacted for transportation reserve funds as
provided in sections 207, 207A, 208, or 209 of
House Concurrent Resolution 84 (105th Con-
gress), OMB shall determine the amount of
the budget authority adjustment for the ap-
plicable program for each fiscal year through
2002.

‘“(ii) ADJUSTMENTS.—If for fiscal years 1998
through 2002, discretionary appropriations
are enacted for a fiscal year that designates
funding for the applicable program, the ad-
justment is the amount of the discretionary
budget authority appropriated for such pro-
gram in such fiscal year and the outlays in
all years flowing from such discretionary
budget authority, but not to exceed the
amount available for such program pursuant
to this subparagraph.

‘‘(iii) LIMITATIONS.—(I) Revenue increases
and direct spending reductions credited
under this subparagraph shall be so des-
ignated in statute and shall not be credited
under section 252.

‘(II) The amount of the budget authority
adjustment determined for a fiscal year
under clause (ii) shall not exceed the amount
of the revenue increase or direct spending re-
duction credited for a fiscal year under
clause (i) and shall meet the terms and con-
ditions of sections 207, 207A, 208, or 209 of
House Concurrent Resolution 84 (105th Con-
gress), as applicable.

(b) SHIFTING OF DISCRETIONARY SPENDING
LIMITS INTO GRAMM-RUDMAN.—

(1) IN GENERAL.—Section 251 of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 is amended by adding at the end
the following:

‘“(c) DISCRETIONARY SPENDING LIMIT.—As
used in this part, the term ‘discretionary
spending limit’ means—

of subsection

CONGRESSIONAL RECORD — SENATE

‘(1) with respect to fiscal year 1997, for the
discretionary category, the current adjusted
amount of new budget authority and outlays;

‘(2) with respect to fiscal year 1998—

“(A) for the defense category:
$269,000,000,000 in new budget authority and
$266,823,000,000 in outlays;

‘“(B) for the nondefense category:
$252,357,000,000 in new budget authority and
$282,853,000,000 in outlays; and

‘“(C) for the violent crime reduction cat-
egory: $5,500,000,000 in new budget authority
and $3,592,000,000 in outlays;

‘4(38) with respect to fiscal year 1999—

“(A) for the defense category:
$271,500,000,000 in new budget authority and
$266,518,000,000 in outlays;

“(B) for the nondefense category:
$255,699,000,000 in new budget authority and
$287,850,000,000 in outlays; and

‘“(C) for the violent crime reduction cat-
egory: $5,800,000,000 in new budget authority
and $4,953,000,000 in outlays;

‘“(4) with respect to fiscal year 2000—

‘“(A) for the discretionary category:
$5632,693,000,000 in new budget authority and
$558,711,000,000 in outlays; and

‘(B) for the violent crime reduction cat-
egory: $4,500,000,000 in new budget authority
and $5,554,000,000 in outlays;

‘() with respect to fiscal year 2001, for the
discretionary category: $542,032,000,000 in new
budget authority and $564,396,000,000 in out-
lays; and

‘“(6) with respect to fiscal year 2002, for the
discretionary category: $551,074,000,000 in new
budget authority and $560,799,000,000 in out-
lays;
as adjusted in strict conformance with sub-
section (b).”.

(2) REPEAL OF DUPLICATIVE PROVISIONS.—
Sections 201, 202, and 206 of House Concur-
rent Resolution 84 (105th Congress) are re-
pealed.

SEC. 1554. VIOLENT CRIME REDUCTION TRUST
FUND.

(a) SEQUESTRATION REGARDING VIOLENT
CRIME REDUCTION TRUST FUND.—Section 251A
of the Balanced Budget and Emergency Def-
icit Control Act of 1985 is repealed.

(b) CONFORMING AMENDMENT.—Section
310002 of Public Law 103-322 (42 U.S.C. 14212)
is repealed.

SEC. 1555. ENFORCING PAY-AS-YOU-GO.

(a) EXTENSION.—Section 252 of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 is amended—

(1) by striking subsections (a) and (b) and
inserting the following:

‘“‘(a) PURPOSE.—The purpose of this section
is to assure that any legislation enacted
prior to September 30, 2002, affecting direct
spending or receipts that increases the def-
icit will trigger an offsetting sequestration.

“(b) SEQUESTRATION.—

‘(1) TiMING.—For fiscal years 1998 through
2002, within 15 calendar days after Congress
adjourns to end a session and on the same
day as a sequestration (if any) under sections
2561 and 253, there shall be a sequestration to
offset the amount of any net deficit increase
in the budget year caused by all direct
spending and receipts legislation (after ad-
justing for any prior sequestration as pro-
vided by paragraph (2)) plus any net deficit
increase in the prior fiscal year caused by all
direct spending and receipts legislation not
reflected in the final OMB sequestration re-
port for that year.

¢“(2) CALCULATION OF DEFICIT INCREASE.—
OMB shall calculate the amount of deficit
increase, if any, in the budget year by add-
ing—

““(A) all applicable estimates of direct
spending and receipts legislation trans-
mitted under subsection (d) applicable to the
budget year, other than any amounts in-
cluded in such estimates resulting from—
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‘(i) full funding of, and continuation of,
the deposit insurance guarantee commit-
ment in effect under current law; and

‘‘(ii) emergency provisions as designated
under subsection (e);

‘(B) the estimated amount of savings in di-
rect spending programs applicable to the
budget year resulting from the prior year’s
sequestration under this section or section
253, if any (except for any amounts seques-
tered as a result of any deficit increase in
the fiscal year immediately preceding the
prior fiscal year), as published in OMB’s final
sequestration report for that prior year; and

“(C) all applicable estimates of direct
spending and receipts legislation trans-
mitted under subsection (d) for the current
year that are not reflected in the final OMB
sequestration report for that year, other
than any amounts included in such esti-
mates resulting from—

‘(i) full funding of, and continuation of,
the deposit insurance guarantee commit-
ment in effect under current law; and

‘‘(ii) emergency provisions as designated
under subsection (e).”’;

(2) by amending subsection (d) to read as
follows:

“(d) ESTIMATES.—

‘(1 CBO ESTIMATES.—As soon as prac-
ticable after Congress completes action on
any direct spending or receipts legislation,
CBO shall provide an estimate to OMB of the
legislation.

‘“(2) OMB ESTIMATES.—Not later than 5 cal-
endar days (excluding Saturdays, Sundays,
and legal holidays) after the enactment of
any direct spending or receipts legislation,
OMB shall transmit a report to the House of
Representatives and to the Senate con-
taining—

‘“(A) the CBO estimate of that legislation;

‘“(B) an OMB estimate of that legislation
using current economic and technical as-
sumptions; and

“(C) an explanation of any difference be-
tween the 2 estimates.

‘“(3) SCOPE OF ESTIMATES.—The estimates
shall be prepared in conformance with
scorekeeping guidelines and shall include the
amount of change in outlays or receipts, as
the case may be, for the current year (if ap-
plicable), the budget year, and each outyear.

‘“(4) CONSULTATION.—OMB and CBO, after
consultation with each other and the Com-
mittees on the Budget of the House of Rep-
resentatives and the Senate, shall—

‘““(A) determine scorekeeping guidelines;
and

‘(B) in conformance with such guidelines,
prepare estimates under this subsection.’’;
and

(3) in subsection (e), by striking ‘¢, for any
fiscal year from 1991 through 1998,” and by
striking ‘‘through 1995”.

SEC. 1556. REPORTS AND ORDERS.

Section 254 of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended—

(1) by striking subsection (c¢) and redesig-
nating subsections (d) through (k) as (c)
through (j), respectively;

(2) in subsection (c)(2) (as redesignated), by
striking ‘1998’ and inserting ‘‘2002’’;

(3)(A) in subsection (f)(2)(A) (as redesig-
nated), by striking 1998 and inserting
¢42002’’; and

(B) in subsection (f)(3) (as redesignated), by
striking ‘‘through 1998’’; and

(4) by striking subsection (h), as redesig-
nated, and redesignating subsection (i), as
redesignated, as subsection (h).

SEC. 1557. EXEMPT PROGRAMS AND ACTIVITIES.

(a) VETERANS PROGRAMS.—Section 255(b) of
the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended as follows:
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(1) In the item relating to Veterans Insur-
ance and Indemnity, strike ‘“‘Indemnity’’ and
insert “‘Indemnities’.

(2) In the item relating to Veterans’ Can-
teen Service Revolving Fund, strike ‘“Vet-
erans’”’.

(3) In the item relating to Benefits under
chapter 21 of title 38, strike ‘‘(36-0137-0-1—
702)’ and insert ‘(36-0120-0-1-701)".

(4) In the item relating to Veterans’ com-
pensation, strike ‘“‘Veterans’ compensation’
and insert ‘‘Compensation’.

(5) In the item relating to Veterans’ pen-
sions, strike ‘‘Veterans’ pensions’ and insert
“Pensions’.

(6) After the last item, insert the following
new items:

“Benefits under chapter 35 of title 38,
United States Code, related to educational
assistance for survivors and dependents of
certain veterans with service-connected dis-
abilities (36-0137-0-1-702);

‘‘Assistance and services under chapter 31
of title 38, United States Code, relating to
training and rehabilitation for certain vet-
erans with service-connected disabilities (36—
0137-0-1-702);

‘“Benefits under subchapters I, II, and IIT of
chapter 37 of title 38, United States Code, re-
lating to housing loans for certain veterans
and for the spouses and surviving spouses of
certain veterans Guaranty and Indemnity
Program Account (36-1119-0-1-704);

“Loan Guaranty Program Account (36—
1025-0-1-704); and

“Direct Loan Program Account (36-1024-0-
1-704).”.

(b) CERTAIN PROGRAM BASES.—Section
2565(f) of the Balanced Budget and Emergency
Deficit Control Act of 1985 is amended to
read as follows:

¢“(f) OPTIONAL EXEMPTION OF MILITARY PER-
SONNEL.—

‘(1) The President may, with respect to
any military personnel account, exempt
from sequestration or provide for a lower
uniform percentage reduction than would
otherwise apply.

‘“(2) The President may not use the author-
ity provided by paragraph (1) unless he noti-
fies the Congress of the manner in which
such authority will be exercised on or before
the date specified in section 254(d) for the
budget year.”.

(c) OTHER PROGRAMS AND ACTIVITIES.—(1)
Section 255(g)(1)(A) of the Balanced Budget
Emergency Deficit Control Act of 1985 is
amended as follows:

(A) After the first item, insert the fol-
lowing new item:

‘“‘Activities financed by voluntary pay-
ments to the Government for goods or serv-
ices to be provided for such payments;”’.

(B) Strike ‘“Thrift Savings Fund (26-8141-0—
7-602);.

(C) In the first item relating to the Bureau
of Indian Affairs, insert ‘‘Indian land and
water claims settlements and” after the
comma.

(D) In the second item relating to the Bu-
reau of Indian Affairs, strike ‘‘miscella-
neous’ and ‘‘, tribal trust funds’ and insert
‘“Miscellaneous’ before ‘‘trust funds”.

(E) Strike ‘‘Claims, defense (97-0102-0-1-
051);”’.

(F) In the item relating to Claims, judg-
ments, and relief acts, strike ‘806" and in-
sert ‘808",

(G) Strike ‘‘Coinage profit fund (20-5811-0—
2-803);’.

(H) Insert ‘“‘Compact of Free Association
(14-0415-0-1-808);”’ after the item relating to
claims, judgments, and relief acts.

(I) Insert ‘‘Conservation Reserve Program
(12-2319-0-1-302);”* after the item relating to
the Compensation of the President.

(J) In the item relating to the Customs
Service, strike “852’’ and insert ‘806°".

CONGRESSIONAL RECORD — SENATE

(K) In the item relating to the Comptroller
of the Currency, insert ‘‘, Assessment funds
(20-8413-0-8-373)"’ before the semicolon.

(L) Strike ‘‘Director of the Office of Thrift
Supervision;’’.

(M) Strike ‘“Eastern Indian land claims
settlement fund (14-2202-0-1-806);"".

(N) After the item relating to the Ex-
change stabilization fund, insert the fol-
lowing new items:

“Farm Credit Administration, Limitation
on Administrative Expenses (78-4131-0-3-351);

“Farm Credit System Financial Assistance
Corporation, interest payment (20-1850-0-1—
908);”".

(O) Strike ‘‘Federal Deposit Insurance Cor-
poration;”.

(P) In the first item relating to the Federal
Deposit Insurance Corporation, insert ‘(51—
4064-0-3-373)’ before the semicolon.

(Q) In the second item relating to the Fed-
eral Deposit Insurance Corporation, insert
“(51-4065-0-3-373)"’ before the semicolon.

(R) In the third item relating to the Fed-
eral Deposit Insurance Corporation, insert
¢¢(51-4066-0-3-373)"’ before the semicolon.

(S) In the item relating to the Federal
Housing Finance Board, insert ‘‘(95-4039-0-3—
371)” before the semicolon.

(T) In the item relating to the Federal pay-
ment to the railroad retirement account,
strike ‘“‘account’ and insert ‘‘accounts’.

(U) In the item relating to the health pro-
fessions graduate student loan insurance
fund, insert ‘‘program account’ after ‘“‘fund”
and strike ‘‘(Health Education Assistance
Loan Program) (75-4305-0-3-553)’ and insert
(75-0340-0-1-552)"".

(V) In the item relating to Higher edu-
cation facilities, strike ‘‘and insurance’’.

(W) In the item relating to Internal rev-
enue collections for Puerto Rico, strike
‘852"’ and insert ‘806”’.

(X) Amend the item relating to the Pan-
ama Canal Commission to read as follows:

“Panama Canal Commission, Panama
Canal Revolving Fund (95-4061-0-3-403);”".

(Y) In the item relating to the Medical fa-
cilities guarantee and loan fund, strike ‘(75—
4430-0-3-551)"’ and insert ‘‘(75-9931-0-3-550)"".

(Z) In the first item relating to the Na-
tional Credit Union Administration, insert
‘“‘operating fund (25-4056-0-3-373)"’ before the
semicolon.

(AA) In the second item relating to the Na-
tional Credit Union Administration, strike
‘“‘central’” and insert ‘‘Central” and insert
¢4(25-4470-0-3-373)’’ before the semicolon.

(BB) In the third item relating to the Na-
tional Credit Union Administration, strike
‘‘credit’ and insert ‘‘Credit’’ and insert ‘(25—
4468-0-3-373)’ before the semicolon.

(CC) After the third item relating to the
National Credit Union Administration, in-
sert the following new item:

““‘Office of Thrift Supervision (20-4108-0-3-
373);”.

(DD) In the item relating to Payments to
health care trust funds, strike ‘572" and in-
sert ‘571,

(EE) Strike ‘“‘Compact of Free Association,
economic assistance pursuant to Public Law
99-658 (14-0415-0-1-806);"".

(FF) In the item relating to Payments to
social security trust funds, strike ‘5671 and
insert “‘651”’.

(GG) Strike ‘“‘Payments to state and local
government fiscal assistance trust fund (20—
2111-0-1-851);".

(HH) In the item relating to Payments to
the United States territories, strike 852
and insert ‘‘806°.

(IT) Strike ‘‘Resolution Funding Corpora-
tion;”.

(JJ) In the item relating to the Resolution
Trust Corporation, insert ‘‘Revolving Fund
(22-4055-0-3-373)"’ before the semicolon.
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(KK) After the item relating to the Ten-
nessee Valley Authority funds, insert the fol-
lowing new items:

“Thrift Savings Fund;

“United States Enrichment Corporation
(95-4054-0-3-271);

‘“Vaccine Injury Compensation (75-0320-0-
1-551);

‘“Vaccine Injury Compensation Program
Trust Fund (20-8175-0-7-551);".

(2) Section 255(g2)(1)(B) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 is amended as follows:

(A) Strike ‘““The following budget’” and in-
sert ‘‘The following Federal retirement and

disability”’.
(B) In the item relating to Black lung ben-
efits, strike ‘‘lung benefits” and insert

“Lung Disability Trust Fund”.

(C) In the item relating to the Court of
Federal Claims Court Judges’ Retirement
Fund, strike ‘‘Court of Federal’’.

(D) In the item relating to Longshoremen’s
compensation benefits, insert ‘“‘Special work-
ers compensation expenses,” before ‘‘Long-
shoremen’s”.

(E) In the item relating to Railroad retire-
ment tier II, insert ‘“‘Industry Pension Fund”
after ‘“‘tier II'’, and strike ‘‘retirement tier
1.

(3) Section 255(g)(2) of the Balanced Budget
and Emergency Deficit Control Act of 1985 is
amended as follows:

(A) Strike the following items:

‘““Agency for International Development,
Housing, and other credit guarantee pro-
grams (72-4340-0-3-151);

‘““Agricultural credit insurance fund (12—
4140-0-1-351);".

(B) In the item relating to Check forgery,
strike ‘‘Check” and insert ‘“‘United States
Treasury check’.

(C) Strike ““Community development grant
loan guarantees (86-0162-0-1-451);".

(D) After the item relating to the United
States Treasury Check forgery insurance
fund, insert the following new item:

“Credit liquidating accounts;”’.

(E) Strike the following items:

““‘Credit union share insurance fund (25—
4468-0-3-371);

‘“Economic development revolving fund
(13-4406-0-3);

‘“Export-Import Bank of the United States,
Limitation of program activity (83-4027-0-1—
155);

‘“‘Federal deposit Insurance Corporation
(51-8419-0-8-371);

‘““Federal Housing Administration fund (86—
4070-0-3-371);

‘““Federal ship financing fund (69-4301-0-3—
403);

‘“‘Federal ship financing fund, fishing ves-
sels (13-4417-0-3-376);

“Government National Mortgage Associa-
tion, Guarantees of mortgage-backed securi-
ties (86-4238-0-3-371);

‘‘Health education loans (75-4307-0-3-553);

‘“‘Indian loan guarantee and insurance fund
(14-4410-0-3-452);

“Railroad rehabilitation and improvement
financing fund (69-4411-0-3-401);

“Rural development insurance fund (12—
4155-0-3-452);

“Rural electric and telephone revolving
fund (12-4230-8-3-271);

“Rural housing insurance fund (12-4141-0-3—
371);

‘“‘Small Business Administration, Business
loan and investment fund (73-4154-0-3-376);

“Small Business Administration, Lease
guarantees revolving fund (73-4157-0-3-376);

‘“Small Business Administration, Pollution
control equipment contract guarantee re-
volving fund (73-4147-0-3-376);

‘““Small Business Administration, Surety
bond guarantees revolving fund (73-4156-0-3—
376);
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‘“‘Department of Veterans Affairs Loan
guaranty revolving fund (36-4025-0-3-704);"’.

(d) Low-INCOME PROGRAMS.—Section 255(h)
of the Balanced Budget and Emergency Def-
icit Control Act of 1985 is amended as fol-
lows:

(1) In the item relating to Aid to families
with dependent children, strike ‘0412 and
insert <“1501”°.

(2) Amend the item relating to Child nutri-
tion to read as follows:

‘“‘State child nutrition programs (with the
exception of special milk programs) (12-3539—
0-1-605);"".

(3) After the item relating to State child
nutrition programs, insert the following new
item:

“Commodity supplemental food program
(12-3512-0-1-605);"".

(4) Amend the item relating to the Women,
infants, and children program to read as fol-
lows:

‘‘Special supplemental nutrition program
for women, infants, and children (WIC) (12—
3510-0-1-605).”".

(e) IDENTIFICATION OF PROGRAMS.—Section
255(1) of the Balanced Budget and Emergency
Deficit Control Act of 1985 is amended to
read as follows:

‘(1) IDENTIFICATION OF PROGRAMS.—For
purposes of subsections (b), (g), and (h), each
account is identified by the designated budg-
et account identification code number set
forth in the Budget of the United States
Government 1998-Appendix, and an activity
within an account is designated by the name
of the activity and the identification code
number of the account.”.

(f) OPTIONAL EXEMPTION OF MILITARY PER-
SONNEL.—Section 255(h) of the Balanced
Budget and Emergency Deficit Control Act
of 1985 is repealed.

SEC. 1558. GENERAL AND SPECIAL SEQUESTRA-
TION RULES.

(a) CONFORMING AMENDMENTS.—

(1) SECTION HEADING.—The section heading
of section 256 of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended by striking ‘‘exceptions, limitations, and
special rules’” and inserting ‘‘general and special
sequestration rules’’.

(2) TABLE OF CONTENTS.—The item relating
to section 256 in the table contents set forth
in section 250(a) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended to read as follows:

‘“‘Sec. 256. General and special sequestration
rules.”.

(b) AUTOMATIC SPENDING INCREASES.—Sec-
tion 256(a) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 is amended
by striking paragraph (1) and redesignating
paragraphs (2) and (3) as paragraphs (1) and
(2), respectively.

(¢) GUARANTEED STUDENT LOAN PROGRAM.—
Section 256(b) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended to read as follows:

‘“(b) STUDENT LoOANS.—For all student
loans under part B or D of title IV of the
Higher Education Act of 19656 made during
the period when a sequestration order under
section 254 is in effect, origination fees under
sections 438(c)(2) and 456(c) of that Act shall
be increased by a uniform percentage suffi-
cient to produce the dollar savings in stu-
dent loan programs (as a result of that se-
questration order) required by section 252 or
253, as applicable.”.

(d) HEALTH CENTERS.—Section 256(e)(1) of
the Balanced Budget and Emergency Deficit
Control Act of 1985 is amended by striking
the dash and all that follows thereafter and
inserting ‘2 percent.”’.

(e) TREATMENT OF FEDERAL ADMINISTRA-
TIVE EXPENSES.—Section 256(h)(4) of the Bal-
anced Budget and Emergency Deficit Control
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Act of 1985 is amended by striking subpara-
graphs (D) and (H), by redesignating subpara-
graphs (B), (F), (G), and (I), as subparagraphs
(D), (B), (F), and (G), respectively, and by
adding at the end the following new subpara-
graph:

‘‘(H) Farm Credit Administration.”’.

(f) CoMMODITY CREDIT CORPORATION.—Sec-
tion 256(j)(5) of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended to read as follows:

“(5) DAIRY PROGRAM.—Notwithstanding
other provisions of this subsection, as the
sole means of achieving any reduction in
outlays under the milk price support pro-
gram, the Secretary of Agriculture shall pro-
vide for a reduction to be made in the price
received by producers for all milk produced
in the United States and marketed by pro-
ducers for commercial use. That price reduc-
tion (measured in cents per hundred weight
of milk marketed) shall occur under section
201(d)(2)(A) of the Agricultural Act of 1949 (7
U.S.C. 1446(d)(2)(A)), shall begin on the day
any sequestration order is issued under sec-
tion 254, and shall not exceed the aggregate
amount of the reduction in outlays under the
milk price support program that otherwise
would have been achieved by reducing pay-
ments for the purchase of milk or the prod-
ucts of milk under this subsection during the
applicable fiscal year.”.

(g) EFFECTS OF SEQUESTRATION.—Section
2566(k) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 is amended
as follows:

(1) in paragraph (1), strike ‘‘other than a
trust or special fund account’ and insert °,
except as provided in paragraph (5) before
the period; and

(2) strike paragraph (4), redesignate para-
graphs (5) and (6) as paragraphs (4) and (5),
respectively, and amend paragraph (5) (as re-
designated) to read as follows:

‘() Budgetary resources sequestered in re-
volving, trust, and special fund accounts,
and offsetting collections sequestered in ap-
propriation accounts shall not be available
for obligation during the fiscal year in which
the sequestration occurs, but shall be avail-
able in subsequent years to the extent other-
wise provided in law.”.

SEC. 1559. THE BASELINE.

(a) IN GENERAL.—Section 257 of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 is amended—

(1) by striking subsection (b)(2)(A) and in-
serting the following:

‘“(A)(1) No program with estimated current
year outlays greater than $50 million shall
be assumed to expire in the budget year or
the outyears except as provided in clause (ii).

‘“(ii) If legislation eliminates direct spend-
ing authority for a program for the budget
year or any outyear and such legislation pro-
vides that the Federal Government has no
legal authority or obligation to incur finan-
cial obligations for such program, clause (i)
shall not apply and CBO and OMB, as appro-
priate, may score such legislation with the
budget authority and outlay effects resulting
from terminating such program as provided
in such legislation and the baseline may as-
sume the expiration of that program as pro-
vided in such legislation.’’;

(2) by adding the end of subsection (b)(2)
the following new subparagraph:

‘(D) If any law expires before the budget
year or any outyear, then any program with
estimated current year outlays greater than
$50 million which operates under that law
shall be assumed to continue to operate
under that law as in effect immediately be-
fore its expiration.”’;

(3) in subsection (c)(5), in the second sen-
tence, by striking ‘‘national product fixed-
weight price index’ and inserting ‘‘domestic
product chain-type price index’’; and
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(4) by striking subsection (e) and inserting
the following:

‘‘(e) ASSET SALES.—Amounts realized from
the sale of an asset shall not be counted for
purposes of sections 251, 252, and 253 against
legislation if that sale would result in a fi-
nancial cost to the Federal Government.”’.

(b) BUDGETARY TREATMENT OF CERTAIN
TRUST FUND OPERATIONS.—Section 710 of the
Social Security Act (42 U.S.C. 911) is amend-
ed to read as follows:

““BUDGETARY TREATMENT OF TRUST FUND
OPERATIONS

“SEC. 710. (a) The receipts and disburse-
ments of the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Dis-
ability Insurance Trust Fund and the taxes
imposed under sections 1401 and 3101 of the
Internal Revenue Code of 1986 shall not be in-
cluded in the totals of the budget of the
United States Government as submitted by
the President or of the congressional budget
and shall be exempt from any general budget
limitation imposed by statute on expendi-
tures and net lending (budget outlays) of the
United States Government.

‘“(b) No provision of law enacted after the
date of enactment of the Balanced Budget
and Emergency Deficit Control Act of 1985
(other than a provision of an appropriation
Act that appropriated funds authorized
under the Social Security Act as in effect on
the date of the enactment of the Balanced
Budget and Emergency Deficit control Act of
1985) may provide for payments from the
general fund of the Treasury to any Trust
Fund specified in paragraph (1) or for pay-
ments from any such Trust Fund to the gen-
eral fund of the Treasury.”.

SEC. 1560. TECHNICAL CORRECTION.

Section 258 of the Balanced Budget and
Emergency Deficit Control Act of 1985, enti-
tled ‘“Modification of Presidential Order’, is
repealed.

SEC. 1561. JUDICIAL REVIEW.

Section 274 of the Balanced Budget and
Emergency Deficit Control Act of 1985 is
amended as follows:

(1) Strike ‘252 or 252(b)” each place it
appears and insert ‘254",

(2) In subsection (d)(1)(A), strike “257(1) to
the extent that” and insert ‘‘256(a) if*’, strike
the parenthetical phrase, and at the end in-
sert ‘‘or”.

(3) In subsection (d)(1)(B), strike ‘‘new
budget’” and all that follows through ‘‘spend-
ing authority” and insert ‘‘budgetary re-
sources’ and strike “‘or’’ after the comma.

(4) Strike subsection (d)(1)(C).

(5) Strike subsection (f) and redesignate
subsections (g) and (h) as subsections (f) and
(g), respectively.

(6) In subsection (g) (as redesignated),
strike ‘‘base levels of total revenues and
total budget outlays, as’” and insert ‘fig-
ures”, and ‘251(a)(2)(B) or (¢)(2),” and insert
€254,

SEC. 1562. EFFECTIVE DATE.

(a) EXPIRATION.—Section 275(b) of the Bal-
anced Budget and Emergency Deficit Control
Act of 1985 is amended—

(1) by striking “Part C of this title, sec-
tion” and inserting ‘‘Sections 251, 252, 253,
258B, and’’;

(2) by striking ‘1995’ and inserting ‘2002’’;
and

(3) by adding at the end the following new
sentence: ‘‘The remaining sections of part C
of this title shall expire September 30, 2006.”’.

(b) EXPIRATION.—Section 14002(c)(3) of the
Omnibus Budget Reconciliation Act of 1993 is
repealed.
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SEC. 1563. REDUCTION OF PREEXISTING BAL-
ANCES AND EXCLUSION OF EFFECTS
OF THIS ACT FROM PAYGO SCORE-
CARD.

Upon the enactment of this Act, the Direc-
tor of the Office of Management and Budget
shall—

(1) reduce any balances of direct spending
and receipts legislation for any fiscal year
under section 252 of the Balanced Budget and
Emergency Deficit Control Act of 1985 to
zero; and

(2) not make any estimates of changes in
direct spending outlays and receipts under
subsection (d) of such section 252 for any fis-
cal year resulting from the enactment of this
Act or any Act enacted pursuant to section
104 or 105 of House Concurrent Resolution 84
(105th Congress).

ABRAHAM (AND OTHERS)
AMENDMENT NO. 538

(Ordered to lie on the table.)

Mr. ABRAHAM (for himself, Mr.
BROWNBACK, Mr. KYL, Mr. SESSIONS,
Mr. ENzI, Mr. INHOFE, and Mr. GRAMS)
submitted an amendment intended to
be proposed by them to the bill, S. 949,
supra; as follows:

In the pending amendment, insert the fol-
lowing at the appropriate place:

SEC. .ECONOMIC GROWTH PROTECTION.

Section 252 of the Balanced Budget and
Emergency Deficit Control Act of 1985 (2
U.S.C. 902) is amended by adding at the end
the following:

*“(f) ECONOMIC GROWTH PROTECTION.—

‘(1) ESTIMATE.—OMB shall, for any
amount by which revenues for a budget year
and any out-years through fiscal year 2002
exceed the revenue target absent growth, es-
timate the excess and include such estimate
as a separate entry in the report prepared
pursuant to subsection (d) at the same time
as the OMB sequestration preview report is
issued.

¢‘(2) INCLUSION IN SCORECARD. OMB shall in-
clude the amount of any change in revenues
determined pursuant to paragraph (1) as a
deficit decrease under this part in the esti-
mates and reports required by subsection (b)
of section 254 unless such amount is offset by
legislation enacted in compliance with para-
graph (3).

‘(3) USE OF ADJUSTMENT.—An amount not
to exceed the amount of deficit decrease de-
termined under paragraph (2) may be offset
by legislation decreasing revenues.

‘“(4) REVENUE TARGET ABSENT GROWTH.—For
purposes of this subsection, the revenue tar-
get absent growth is—

““(A) for fiscal year 1998, $1,601,800,000,000;

¢(B) for fiscal year 1999, $1,664,200,000,000;

““(C) for fiscal year 2000, $1,728,100,000,000;

(D) for fiscal year 2001, $1,805,100,000,000;

“(E) for fiscal year 2002, $1,890,400,000,000."
SEC. . CONGRESSIONAL PAY-AS-YOU-GO

Legislation decreasing revenues in compli-
ance with section 252(f)(3) of the Balanced
Budget and Emergency Deficit Control Act
of 1985, as added by section , shall be con-
sidered to be in order for purposes of section
202 of House Concurrent Resolution 67 (104th
Congress).

BIDEN (AND GRAMM) AMENDMENT
NO. 539

Mr. BIDEN (for himself and Mr.
GRAMM) proposed an amendment to
amendment No. 537 proposed by Mr.
DOMENICI to the bill, S. 949, supra; as
follows:

On page 43 of the amendment, strike lines
14 through 21 and insert the following:
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‘() with respect to fiscal year 2001—

‘“(A) for the discretionary category:
$537,677,000,000 in new budget authority and
$558,460,000,000 in outlays; and

‘(B) for the violent crime reduction cat-
egory: $4,355,000,000 in new budget authority
and $5,936,000,000 in outlays;

‘(6) with respect to fiscal year 2002—

‘“(A) for the discretionary -category:
$546,619,000,000 in new budget authority and
$5656,314,000,000 in outlays; and

‘(B) for the violent crime reduction cat-
egory: $4,455,000,000 in new budget authority
and $4,485,000,000 in outlays;
as adjusted in strict conformance with sub-
section (b).”.

(2) TRANSFERS INTO THE FUND.—On the first
day of the following fiscal years, the fol-
lowing amounts shall be transferred from the
general fund to the Violent Crime Reduction
Trust Fund—

(A) for fiscal year 2001, $4,355,000,000; and

(A) for fiscal year 2002, $4,455,000,000.

BYRD AMENDMENT NO. 540

Mr. BYRD proposed an amendment

to the bill, S. 949, supra; as follows:
At the end of the bill, add the following:

TITLE —ALCOHOL ADVERTISING
RESPONSIBILITY ACT
SEC. 01. SHORT TITLE.

This title may be cited as the ‘‘Alcohol Ad-
vertising Responsibility Act’’.

SEC.  02. FINDINGS AND PURPOSES.

(a) FINDINGS.—Congress finds that—

(1) alcohol is used by more Americans than
any other drug;

(2) it is estimated that the costs to society
from alcoholism and alcohol abuse were ap-
proximately $100,000,000,000 in 1990 alone;

(3) in 1995, the alcoholic beverage industry
spent $1,040,300,000 on advertising, while the
National Institute for Alcohol Abuse and Al-
coholism was funded at only $181,445,000;

(4) more than 100,000 deaths each year in
the United States result from alcohol-re-
lated causes;

(5) 41.3 percent of all traffic fatalities in
1995, or 17,274 deaths, were alcohol related;

(6) in addition to severe health con-
sequences, alcohol misuse is involved in ap-
proximately 30 percent of all suicides, 50 per-
cent of homicides, 68 percent of man-
slaughter cases, 52 percent of rapes and other
sexual assaults, 48 percent of robberies, 62
percent of assaults, and 49 percent of all
other violent crimes;

(7) approximately 30 percent of all acci-
dental deaths are attributable to alcohol
abuse;

(8) alcohol advertising may influence chil-
dren’s perceptions toward and inclinations to
consume alcoholic beverages;

(9) 26 percent of eighth graders, 40 percent
of tenth graders, and 51 percent of twelfth
graders report having used alcohol in the
past month; and

(10) college presidents nationwide view al-
cohol abuse as their paramount campus-life
problem.

(b) PURPOSES.—The purposes of this title
are—

(1) to repeal the existing tax subsidization
for expenses incurred to promote the con-
sumption of alcoholic beverages;

(2) to reduce the amount of alcohol adver-
tising to which our Nation’s youth are ex-
posed; and

(3) to increase funding for those programs
that educate and prevent the abuse of alco-
hol among our Nation’s youth.

SEC.  03. DISALLOWANCE OF DEDUCTION FOR
ADVERTISING AND PROMOTION EX-
PENSES RELATING TO ALCOHOLIC
BEVERAGES.

(a) IN GENERAL.—Part IX of subchapter B
of chapter 1 (relating to items not deduct-
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ible) is amended by adding at the end the fol-

lowing:

“SEC. 280I. ADVERTISING AND PROMOTION EX-
PENDITURES RELATING TO ALCO-
HOLIC BEVERAGES.

‘“(a) IN GENERAL.—No deduction otherwise
allowable under this chapter shall be allowed
for any amount paid or incurred to advertise
or promote by any means any alcoholic bev-
erage.

‘“(b) ALCOHOLIC BEVERAGE.—For purposes
of this section, the term ‘alcoholic beverage’
means any item which is subject to tax
under subpart A, C, or D of part I of sub-
chapter A of chapter 51 (relating to taxes on
distilled spirits, wines, and beer).”’.

(b) CONFORMING AMENDMENT.—The table of
sections for part IX of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing:

‘“Sec. 280I. Advertising and promotion ex-
penditures relating to alcoholic
beverages.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred in taxable years beginning
after December 31 of the year in which this
Act is enacted.

SEC. 04. ALCOHOL ABUSE EDUCATION AND
PREVENTION AMONG YOUTH.

(a) IN GENERAL.—Subject to subsection (c),
there shall be transferred, from funds in the
Treasury not otherwise appropriated, to the
entities described in subsection (b) amounts
to the extent specified under subsection (b).

(b) EDUCATION AND PREVENTION PRO-
GRAMS.—

(1) SUBSTANCE ABUSE AND MENTAL HEALTH
SERVICES  ADMINISTRATION.—The amounts
specified in this subsection shall be:

(A) IN GENERAL.—With respect to the Sub-
stance Abuse and Mental Health Services
Administration, $120,000,000 for fiscal year
1998, $180,000,000 for fiscal year 1999,
$180,000,000 for fiscal year 2000, $210,000,000 for
fiscal year 2001, and $210,000,000 for fiscal
year 2002, to supplement substance abuse
prevention activities authorized under sec-
tion 501 of the Public Health Service Act (42
U.S.C. 290aa).

(B) USE OF FUNDS.—Amounts provided to
the Substance Abuse and Mental Health
Services Administration under subparagraph
(A) shall be used directly or through grants
and cooperative agreements to carry out ac-
tivities to prevent the use of alcohol among
youth, including the development and dis-
tribution of public service announcements.

(2) CENTERS FOR DISEASE CONTROL AND PRE-
VENTION.—

(A) IN GENERAL.—With respect to the Cen-
ters for Disease Control and Prevention,
$120,000,000 for fiscal year 1998, $180,000,000 for
fiscal year 1999, $180,000,000 for fiscal year
2000, $210,000,000 for fiscal year 2001, and
$210,000,000 for fiscal year 2002, to carry out a
comprehensive strategy to prevent alcohol-
related disease and disability.

(B) REQUIRED USES.—In carrying out the
comprehensive strategy under subparagraph
(A), the Centers for Disease Control and Pre-
vention shall—

(i) enhance and expand State-based and na-
tional surveillance activities to monitor the
scope of alcohol use among the youth of the
United States;

(ii) enhance comprehensive school-based
health programs that focus on alcohol use
prevention strategies;

(iii) develop and distribute commercial ad-
vertising to prevent alcohol abuse among
youth; and

(iv) enhance and expand Fetal Alcohol
Syndrome prevention activities throughout
the United States.

(3) NATIONAL HIGHWAY TRAFFIC SAFETY AD-
MINISTRATION.—With respect to the National
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Highway Traffic Safety Administration, and
in addition to any funds authorized from the
Highway Trust Fund, $120,000,000 for fiscal
year 1998, $180,000,000 for fiscal year 1999,
$180,000,000 for fiscal year 2000, $210,000,000 for
fiscal year 2001, and $210,000,000 for fiscal
year 2002, to carry out programs under sec-
tions 402, 403, and 410 of title 23, United
States Code, and to develop and implement a
paid media campaign targeting high-risk
youth populations to improve the balance of
media messages related to alcohol impaired
driving.

(4) INDIAN HEALTH SERVICE.—With respect
to the Indian Health Service, $40,000,000 for
fiscal year 1998, $60,000,000 for fiscal year
1999, $60,000,000 for fiscal year 2000, $70,000,000
for fiscal year 2001, and $70,000,000 for fiscal
year 2002, to supplement the programs that
such Service is authorized to carry out pur-
suant to titles II and III of the Public Health
Service Act (42 U.S.C. 202 et seq., 241 et seq.).

(c) AUTHORITY TO TRANSFER FUNDS.—The
Committee on Appropriations of the House
of Representatives and the Committee on
Appropriations of the Senate, acting through
appropriations Acts, may transfer the
amounts specified under subsection (b) in
each fiscal year among the entities referred
to in such subsection.

BINGAMAN AMENDMENT NO. 541

(Ordered to lie on the table.)

Mr. BINGAMAN submitted an
amendment intended to be proposed by
him to the bill, S. 949, supra; as fol-
lows:

Beginning on page 79, line 4, strike all
through page 88, line 7.

BIDEN AMENDMENT NO. 542

(Ordered to lie on the table.)

Mr. BIDEN submitted an amendment
intended to be proposed by him to the
bill, S. 949, supra; as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . SURVIVOR BENEFITS FOR PUBLIC SAFE-
TY OFFICERS KILLED IN THE LINE
OF DUTY.

(a) IN GENERAL.—Part III of subchapter B
of chapter 1 (relating to items specifically
excluded from gross income) is amended by
redesignating section 138 as section 139 and
by inserting after section 137 the following
new section:

“SEC. 138. SURVIVOR BENEFITS ATTRIBUTABLE
TO SERVICE BY A PUBLIC SAFETY
OFFICER WHO IS KILLED IN THE
LINE OF DUTY.

‘‘(a) IN GENERAL.—Gross income shall not
include any amount paid as a survivor annu-
ity on account of the death of a public safety
officer (as such term is defined in section
1204 of the Omnibus Crime Control and Safe
Streets Act of 1968) killed in the line of
duty—

‘(1) if such annuity is provided under a
governmental plan which meets the require-
ments of section 401(1) to the spouse (or a
former spouse) of the public safety officer or
to a child of such officer; and

‘(2) to the extent such annuity is attrib-
utable to such officer’s service as a public
safety officer.

““(b) EXCEPTIONS.—

‘(1) IN GENERAL.—Subsection (a) shall not
apply with respect to the death of any public
safety officer if—

‘“(A) the death was caused by the inten-
tional misconduct of the officer or by such
officer’s intention to bring about such offi-
cer’s death;

‘““(B) the officer was voluntarily intoxi-
cated (as defined in section 1204 of the Omni-
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bus Crime Control and Safe Streets Act of
1968) at the time of death; or

“(C) the officer was performing such offi-
cer’s duties in a grossly negligent manner at
the time of death.

‘(2) EXEMPTION FOR BENEFITS PAID TO CER-
TAIN INDIVIDUALS.—Subsection (a) shall not
apply to any payment to an individual whose
actions were a substantial contributing fac-
tor to the death of the officer.

(b) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts received in taxable years beginning
after December 31, 1996, with respect to indi-
viduals dying after such date.

THOMAS (AND OTHERS)
AMENDMENT NO. 543

(Ordered to lie on the table.)

Mr. THOMAS (for himself, Mr. ENZI,
and Mr. CONRAD) submitted an amend-
ment intended to be proposed by them
to the bill, S. 949, supra; as follows:

On page 267, between lines 15 and 16, insert
the following:

SEC. .EXTENSION OF BINDING CONTRACT DATE
FOR BIOMASS AND COAL FACILI-
TIES.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 29(g)(1) (relating to the extension of cer-
tain facilities) is amended by striking ‘‘July
1, 1998’ and inserting ‘‘July 1, 1999”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of enactment of this Act.

On page 400, between lines 14 and 15, insert
the following:

SEC. . DETERMINATION OF ORIGINAL ISSUE
DISCOUNT WHERE POOLED DEBT
OBLIGATIONS SUBJECT TO ACCEL-
ERATION.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 1272(a)(6) (relating to debt instruments
to which the paragraph applies) is amended
by striking ‘‘or’ at the end of clause (i), by
striking the period at the end of clause (ii)
and inserting ¢, or”’, and by inserting after
clause (i) the following:

‘(iii) any pool of debt instruments the
yield on which may be reduced by reason of
prepayments (or to the extent provided in
regulations, by reason of other events).

To the extent provided in regulations pre-
scribed by the Secretary, in the case of a
business engaged in the trade or business of
selling tangible personal property at retail,
clause (iii) shall not apply to debt instru-
ments incurred in the ordinary course of
such trade or business.”

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendment made by
this subsection shall apply to taxable years
beginning after the date of enactment of this
Act.

(2) CHANGE OF METHOD OF ACCOUNTING.—In
the case of any taxpayer required by this
section to change its method of accounting
for its first taxable year beginning after the
date of enactment of this Act—

(A) such change shall be treated as initi-
ated by the taxpayer,

(B) such change shall be treated as made
with the consent of the Secretary; and

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account
ratably over the 4-taxable-year period begin-
ning with such first taxable year.

SPECTER AMENDMENTS NOS. 544-
546
(Ordered to lie on the table)
Mr. SPECTER submitted three
amendments intended to be proposed
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by him to the bill, S. 949, supra; as fol-
lows:
AMENDMENT NoO. 544

At the appropriate place in the bill, insert
the following new section:
SEC. .SENSE OF THE SENATE.

(a) FINDINGS.—The Senate finds that—

(1) the Centers for Disease Control and Pre-
vention has identified tobacco use as the
leading preventable cause of death in the
United States, causing more than 400,000
deaths each year, resulting in more than $50
billion in direct medical costs each year;

(2) funds appropriated to the National In-
stitutes of Health comprise 30 percent of na-
tional expenditures on health research and
development; and

(3) biomedical research has been shown to
be effective in saving lives and reducing
health care expenditures.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that if Congress considers leg-
islation implementing the tobacco litigation
settlement, such legislation should ensure
that funds from the settlement are used for
disease prevention research and medical
treatment research for diseases linked to to-
bacco use.

AMENDMENT NoO. 545

At the appropriate place in the bill, insert
the following new section:
SEC. .SENSE OF THE SENATE.

(a) FINDINGS.—The Senate finds that—

(1) The current Internal Revenue Code,
with its myriad deductions, credits and
schedules, and over 12,000 pages of rules and
regulations, is long overdue for a complete
overhaul;

(2) It is an unacceptable waste of our na-
tion’s precious resources when Americans
spend an estimated 5.4 billion hours every
year compiling information and filling out
Internal Revenue Code tax forms, and in ad-
dition, spend hundreds of billions of dollars
every year in tax code compliance. Amer-
ica’s resources could be dedicated to far
more productive pursuits; and

(3) The primary goals of any tax reform
must be fairness, simplicity, unleashing eco-
nomic growth and removing the inefficien-
cies of the current tax code;

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that Congress should proceed
expeditiously to consider fundamental tax
reform legislation which would replace the
current tax code with a fairer, simpler, pro-
growth and deficit neutral tax.

On page 20, between lines 5 and 6, in-
sert the following:

SEC. 105. ADOPTION EXPENSES.

(a) DISTRIBUTIONS FROM CERTAIN PLANS
MAY BE USED WITHOUT PENALTY TO PAY
ADOPTION EXPENSES.—

(1) IN GENERAL.—Section 72(t)(2) (relating
to exceptions to 10-percent additional tax on
early distributions from qualified retirement
plans) is amended by adding at the end the
following:

‘“(E) DISTRIBUTIONS FROM CERTAIN PLANS
FOR ADOPTION EXPENSES.—Distributions to an
individual from an individual retirement
plan of so much of the qualified adoption ex-
penses (as defined in section 23(d)(1)) of the
individual as does not exceed $2,000.”’.

2) CONFORMING AMENDMENT.—Section
72(t)(2)(B) is amended by striking ‘‘or (D)”
and inserting ‘, (D) or (E)”".

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to pay-
ments and distributions after December 31,
1996.

LEVIN (AND McCAIN) AMENDMENT
NO. 547

(Ordered to lie on the table.)
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Mr. LEVIN (for himself and Mr.
McCAIN) submitted an amendment in-
tended to be proposed by him to the
bill, S. 949, supra; as follows:

On page 267, between lines 15 and 16, insert
the following:

SEC. . SENSE OF THE SENATE REGARDING TAX
TREATMENT OF STOCK OPTIONS.
(a)

FINDINGS.—The Senate finds
that—

(1) currently businesses can deduct
the value of stock options as a business
expense on their income tax returns,
even though the stock options are not
treated as an expense on the books of
those same businesses; and

(2) stock options are the only form of
compensation that is treated in this
way.

(b) SENSE OF THE SENATE.—It is the
sense of the Senate that the Com-
mittee on Finance of the Senate should
hold hearings on the tax treatment of
stock options.

McCAIN AMENDMENT NO. 548

(Ordered to lie on the table.)

Mr. McCAIN submitted an amend-
ment intended to be proposed by him
to the bill, S. 949, supra; as follows:

Strike section 707 of the bill.

D’AMATO AMENDMENTS NO. 549-550

(Ordered to lie on the table.)

Mr. D’AMATO submitted two amend-
ments intended to be proposed by him
to the bill, S. 949, supra; as follows:

AMENDMENT NoO. 549

On page 106, beginning with line 10, strike
all through page 107, line 18, and insert:

‘(2) ELIGIBLE GAIN.—The term ‘eligible
gain’ means any gain from the sale or ex-
change of qualified small business stock held
for more than 6 months.

‘(3) PURCHASE.—A taxpayer shall be treat-
ed as having purchased any property if, but
for paragraph (4), the unadjusted basis of
such property in the hands of the taxpayer
would be its cost (within the meaning of sec-
tion 1012).

‘‘(4) BASIS ADJUSTMENTS.—If gain from any
sale is not recognized by reason of subsection
(a), such gain shall be applied to reduce (in
the order acquired) the basis for determining
gain or loss of any qualified small business
stock which is purchased by the taxpayer
during the 60-day period described in sub-
section (a).

‘‘(c) SPECIAL RULES FOR TREATMENT OF RE-
PLACEMENT STOCK.—

‘(1) HOLDING PERIOD FOR ACCRUED GAIN.—
For purposes of this chapter, gain from the
disposition of any replacement qualified
small business stock shall be treated as gain
from the sale of exchange of qualified small
business stock held more than 6 monhts to
the extent that the amount of such gain does
not exceed the amount of the reduction in
the basis of such stock by reason of sub-
section (b)(4).

¢“(2) TACKING OF HOLDING PERIOD FOR PUR-
POSES OF DEFERRAL.—Solely for purposes of
applying this section, if any replacement
qualified small business stock is disposed of
before the taxpayer has held such stock for
more than 6 months, gain from such stock
shall be treated eligible gain for purposes of
subsection (a).

On page 400, between lines 14 and 15, insert:
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SEC. . WITHHOLDING ON GUARANTEED PAY-
MENTS RECEIVED BY LIMITED PART-
NERS OF PROFESSIONAL SERVICE
PARTNERSHIPS.

(a) IN GENERAL.—Section 3401 (relating to
withholding on wages) is amended by adding
at the end the following new subsection:

‘(i) SPECIAL RULE FOR GUARANTEED PAY-
MENTS OF CERTAIN LIMITED PARTNERS.—

‘(1) IN GENERAL.—For purposes of this
chapter, the term ‘wages’ shall include any
guaranteed payments described in section 707
(a) or (c) to a limited partner of a profes-
sional service partnership for services actu-
ally rendered to or on behalf of the partner-
ship to the extent that such payments are es-
tablished to be in the nature of remunera-
tion for such services.

‘“(2) PROFESSIONAL SERVICE PARTNERSHIP.—
For purposes of paragraph (1), the term ‘pro-
fessional service partnership’ means a part-
nership substantially all of the services of
which are in the fields of health, law, engi-
neering, architecture, accounting, actuarial
science, performing arts, or consulting.

“(3) TREATMENT AS EMPLOYER AND EM-
PLOYEE.—Solely for purposes of applying this
chapter to payments described in paragraph
O—

‘“(A) the professional service partnership
shall be treated as an employer, and

‘“(B) the limited partner shall be treated as
an employee.”’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to payments
with respect to services performed after De-
cember 31, 1997.

AMENDMENT NoO. 550

On page 267, between lines 15 and 16, insert
the following:

SEC. . REMOVAL OF DOLLAR LIMITATION ON
BENEFIT PAYMENTS FROM A DE-
FINED BENEFIT PLAN MAINTAINED
FOR CERTAIN POLICE AND FIRE EM-
PLOYEES.

(a) IN GENERAL.—Subparagraph (G) of sec-
tion 415(b)(2) is amended by striking ‘‘partic-
ipant—"" and all that follows and inserting
‘“‘participant, subparagraphs (C) and (D) of
this paragraph and subparagraph (B) of para-
graph (1) shall not apply.”

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 1996.

NICKLES (AND OTHERS)
AMENDMENT NO. 551

Mr. NICKLES (for himself, Mr.
HAGEL, Mr. CLELAND, Mr. DOMENICI,
and Mr. THURMOND) proposed an

amendment to the bill, S. 949, supra; as
follows:
On page 212, between lines 11 and 12, insert:
SEC. . INCREASE IN DEDUCTION FOR HEALTH
INSURANCE COSTS OF SELF-EM-
PLOYED INDIVIDUALS.
(a) IN GENERAL.—The table contained in
section 162(1)(1)(B) is amended to read as fol-
lows:

“For taxable years be- The applicable percent-

ginning in calendar age is—

yvear—
1997 50
1998 55
1999 through 2001 60
2002 65
2003 through 2005 80
2006 90
2007 or thereafter 100.”
(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to taxable
yvears beginning after December 31, 1996.

On page 159, line 15, strike ‘“‘December 31,
1999 and insert ‘‘May 31, 1999,

On page 159, line 18, strike ‘‘42-month’’ and
insert ‘‘35-month’’.
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On page 159, line 19, strike ‘42 months”
and insert ‘36 months”’.

On page 160, lines 10 and 11, strike ‘‘Decem-
ber 31, 1999’ and insert ‘‘May 31, 1999”°.

On page 160, lines 19 and 20, strike ‘‘Decem-
ber 31, 1999 and insert ‘‘May 31, 1999”°.

On page 400, between lines 14 and 15, insert:
SEC. . MODIFICATION OF RULES FOR ALLO-

CATING INTEREST EXPENSE TO TAX-
EXEMPT INTEREST.

(a) PRO RATA ALLOCATION RULES APPLICA-
BLE TO CORPORATIONS.—

(1) IN GENERAL.—Paragraph (1) of section
265(b) is amended by striking ‘‘In the case of
a financial institution” and inserting ‘‘In the
case of a corporation’.

(2) ONLY OBLIGATIONS ACQUIRED AFTER JUNE
8, 1997, TAKEN INTO ACCOUNT.—Subparagraph
(A) of section 265(b)(2) is amended by strik-
ing ‘““‘August 7, 1986’ and inserting ‘‘June 8,
1997 (August 7, 1986, in the case of a financial
institution)”.

(3) SMALL ISSUER EXCEPTION NOT TO
APPLY.—Subparagraph (A) of section 265(b)(3)
is amended by striking ‘“‘Any qualified” and
inserting ‘“‘In the case of a financial institu-
tion, any qualified”.

(4) EXCEPTION FOR CERTAIN BONDS ACQUIRED
ON SALE OF GOODS OR SERVICES.—Subpara-
graph (B) of section 265(b)(4) is amended by
adding at the end the following new sen-
tence: “‘In the case of a taxpayer other than
a financial institution, such term shall not
include a nonsalable obligation acquired by
such taxpayer in the ordinary course of busi-
ness as payment for goods or services pro-
vided by such taxpayer to any State or local
government.”’

(5) LOOK-THRU RULES FOR PARTNERSHIPS.—
Paragraph (6) of section 265(b) is amended by
adding at the end the following new subpara-
graph:

¢“(C) LOOK-THRU RULES FOR PARTNERSHIPS.—
In the case of a corporation which is a part-
ner in a partnership, such corporation shall
be treated for purposes of this subsection as
holding directly its allocable share of the as-
sets of the partnership.”

(6) APPLICATION OF PRO RATA DISALLOWANCE
ON AFFILIATED GROUP BASIS.—Subsection (b)
of section 265 is amended by adding at the
end the following new paragraph:

*“(7T) APPLICATION OF DISALLOWANCE ON AF-
FILIATED GROUP BASIS.—

“‘(A) IN GENERAL.—For purposes of this sub-
section, all members of an affiliated group
filing a consolidated return under section
1501 shall be treated as 1 taxpayer.

‘“(B) TREATMENT OF INSURANCE COMPA-
NIES.—This subsection shall not apply to an
insurance company, and subparagraph (A)
shall be applied without regard to any mem-
ber of an affiliated group which is an insur-
ance company.”’

(6) DE MINIMIS EXCEPTION FOR NONFINANCIAL
INSTITUTIONS.—Subsection (b) of section 265
is amended by adding at the end the fol-
lowing new paragraph:

‘(8) DE MINIMIS EXCEPTION FOR NON-
FINANCIAL INSTITUTIONS.—In the case of a
corporation, paragraph (1) shall not apply for
any taxable year if the amount described in
paragraph (2)(A) with respect to such cor-
poration does not exceed the lesser of—

““(A) 2 percent of the amount described in
paragraph (2)(B), or

*“(B) $1,000,000.

The preceding sentence shall not apply to a
financial institution or to a dealer in tax-ex-
empt obligations.”

(7) CLERICAL AMENDMENT.—The subsection
heading for section 265(b) is amended by
striking ‘“FINANCIAL INSTITUTIONS’ and in-
serting ‘‘CORPORATIONS’’.

(b) APPLICATION OF SECTION 265(a)(2) WITH
RESPECT TO CONTROLLED GROUPS.—Para-
graph (2) of section 265(a) is amended after
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‘“‘obligations’ by inserting ‘‘held by the tax-
payer (or any corporation which is a member
of a controlled group (as defined in section
267(f)(1)) which includes the taxpayer)’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

GRAMM (AND OTHERS)
AMENDMENT NO. 552

Mr. GRAMM (for himself, Mr. COATS,
Mr. NICKLES, Mr. HUTCHINSON, Mr.
GRAMS, Mr. SMITH of New Hampshire,
Mr. SESSIONS, Mr. ABRAHAM, and Mr.
THURMOND) proposed an amendment to
the bill, S. 949, supra; as follows:

At the appropriate place, insert:

SECTION 1. CHILD TAX CREDIT FLEXIBILITY.

On page 12, line 13, strike all through page
13, line 8, and on page 16, line 3, strike all
through page 17, line 6.

SHELBY (AND OTHERS)
AMENDMENT NO. 553

Mr. ROTH (for Mr. SHELBY, for him-
self, Mr. CRAIG, Mr. ABRAHAM, Mr.
FAIRCLOTH, Mr. SANTORUM, Mr. COVER-
DELL, Mr. GRAMM, and Mr. SESSIONS)
proposed an amendment to the bill, S.
949, supra; as follows:

At the end of page 11, insert the following:
SEC. . SENSE OF THE SENATE REGARDING RE-

FORM OF THE INTERNAL REVENUE
CODE OF 1986.

(a) FINDINGS.—The Senate find that—

(1) the Internal Revenue Code of 1986 (‘‘tax
code’) is unnecessarily complex, having
grown from 14 pages at its inception to 3,458
pages by 1995;

(2) this complexity resulted in taxpayers
spending about 5,300,000,000 hours and
$225,000,000,000 trying to comply with the tax
code in 1996;

(3) the current congressional budgetary
process is weighted too heavily toward tax
increase, as evidenced by the fact that since
1954 there have been 27 major bills enacted
that increased Federal income taxes and
only 9 bills that decreased Federal income
taxes, 3 of which were de minimis decreases;

(4) the tax burden on working families has
reach an unsustainable level, as evidenced by
the fact that in 1948 the average American
family with children paid only 4.3 percent of
its income to the Federal Government in di-
rect taxes and today the average family pays
about 25 percent;

(5) the tax code unfairly penalizes saving
and investment by double taxing these ac-
tivities while only taxing income used for
consumption once, and as a result the United
States has one of the lowest savings rates, at
4.7 percent, in the industrialized world;

(6) the tax code stifles economic growth by
discouraging work and capital formation
through excessively high tax rates;

(7) Congress and the President have found
it necessary, on 2 separate occasions, to
enact laws to protect taxpayers from the
abuses of the Internal Revenue Service and a
third bill has been introduced by the 105th
Congress; and

(8) the complexity of the tax code has in-
creased the number of Internal Revenue
Service employees responsible for admin-
istering the tax laws to 110,000 and this costs
the taxpayers $9,800,000,000 each year.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that—

(1) the Internal Revenue Code of 1986 needs
broad-based reform; and

(2) the President should submit to Con-
gress a comprehensive proposal to reform the
Internal Revenue Code of 1986.
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KERRY (AND OTHERS)
AMENDMENT NO. 554

Mr. KERRY (for himself, Mr. CONRAD,
and Mr. JOHNSON) proposed an amend-
ment to the bill, S. 949, supra; as fol-
lows:

On page 13, beginning with line 9, strike all
through page 17, line 12, and insert the fol-
lowing:

¢“(2) LIMITATION BASED ON ADJUSTED GROSS
INCOME.—The dollar amount in subsection (a)
shall be reduced (but not below zero) ratably
for each $1,000 (or fraction thereof) by which
the taxpayer’s modified adjusted gross in-
come exceeds $60,000 but does not exceed
$75,000. For purposes of the preceding sen-
tence, the term ‘modified adjusted gross in-
come’ means adjusted gross income in-
creased by any amount excluded from gross
income under section 911, 931, or 933.

““(3) LIMITATION BASED ON AMOUNT OF TAX.—
The aggregate credit allowed by subsection
(a) (determined after paragraph (2)) shall not
exceed the sum of—

““(A) the excess (if any) of—

‘(1) 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), over

‘“(ii) the taxpayer’s tentative minimum tax
for such taxable year (determined without
regard to the alternative minimum tax for-
eign tax credit), plus

‘“(B) the excess (if any) of—

‘(i) the sum of—

‘“(I) the taxpayer’s liability for the taxable
year under sections 3101 and 3201,

‘“(IT) the amount of tax paid on behalf of
such taxpayer for the taxable year under sec-
tions 3111 and 3221, plus

‘“(ITIT) the taxpayer’s liability for such year
under sections 1401 and 3211, over

‘“(ii) the credit allowed for the taxable year
under section 32.

‘‘(c) QUALIFYING CHILD.—For purposes of
this section—

(1) IN GENERAL.—The term ‘qualifying
child’ means any individual if—

““(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for the taxable year,

‘(B) such individual has not attained the
applicable age as of the close of the calendar
year in which the taxable year of the tax-
payer begins, and

“(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B).

‘“(2) APPLICABLE AGE.—For purposes of
paragraph (1), the applicable age is 13 in cal-
endar year 1997, and increased by 1 year for
each of the next 4 succeeding calendar years.

‘“(3) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term ‘qualifying child’ shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
‘resident of the United States.’

(d) TAXABLE YEAR MUST BE FULL TAXABLE
YEAR.—Except in the case of a taxable year
closed by reason of the death of the tax-
payer, no credit shall be allowable under this
section in the case of a taxable year covering
a period of less than 12 months.

‘‘(e) RECAPTURE OF CREDIT.—

(1) IN GENERAL.—If—

‘“(A) during any taxable year any amount
is withdrawn from a qualified tuition pro-
gram or an education individual retirement
account maintained for the benefit of a bene-
ficiary and such amount is subject to tax
under section 529(f) or 530(c)(3), and

‘(B) the amount of the credit allowed
under this section for the prior taxable year
was contingent on a contribution being made
to such a program or account for the benefit
of such beneficiary,
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the taxpayer’s tax imposed by this chapter
for the taxable year shall be increased by the
lesser of the amount described in subpara-
graph (A) or the credit described in subpara-
graph (B).

¢‘(2) NO CREDITS AGAINST TAX, ETC.—Any in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining—

‘“(A) the amount of any credit under this
subpart or subpart B or D of this part, and

‘(B) the amount of the minimum tax im-
posed by section 55.

“(f) OTHER DEFINITIONS.—For purposes of
this section, the terms ‘qualified tuition pro-
gram’ and ‘education individual retirement
account’ have the meanings given such
terms by section 529 and 530, respectively.

‘‘(g) PHASEIN OF CREDIT.—In the case of
taxable years beginning in 1997, subsection
(a)(1) shall be applied by substituting ‘$250°
for ‘$500°.”

JEFFORDS (AND OTHERS)
AMENDMENT NO. 555

(Ordered to lie on the table.)

Mr. JEFFORDS (for himself, Mr.
Dopp, Mr. ROBERTS, Mr. JOHNSON, Mr.
KoHL, Ms. SNOWE, and Ms. LANDRIEU)
submitted an amendment intended to
be proposed by them to the bill, S. 949,
supra; as follows:

At the end of the bill insert the following:

TITLE —INCENTIVES FOR QUALITY
CHILD CARE
SEC. 01. EXPANSION OF DEPENDENT CARE
TAX CREDIT.

(a) PERCENTAGE OF EMPLOYMENT-RELATED
EXPENSES DETERMINED BY STATUS OF CARE
GIVER.—Section 21(a)(2) (defining applicable
percentage) is amended to read as follows:

*“(2) APPLICABLE PERCENTAGE DEFINED.—

‘“(A) IN GENERAL.—For purposes of para-
graph (1), the term ‘applicable percentage’
means—

‘(i) in the case of employment-related ex-
penses described in subsection (b)(2)(A)(ii) in-
curred for the care of a qualifying individual
described in subsection (b)(1)(A) by an ac-
credited child care center or a credentialed
child care professional, the initial percent-
age reduced (but not below 12.5 percent) rat-
ably for each $2,500 (or fraction thereof) by
which the taxpayers’s adjusted gross income
for the taxable year exceeds $20,000, and

‘‘(ii) in any other case, 30 percent reduced
(but not below 10 percent) ratably for each
$2,500 (or fraction thereof) by which the
taxpayers’s adjusted gross income for the
taxable year exceeds $20,000 but does not ex-
ceed $70,000.

“(B) INITIAL PERCENTAGE FOR EXPENSES IN-
CURRED FOR ACCREDITED OR CREDENTIALED
PROVIDERS.—For purposes of subparagraph
(A)(1), the initial percentage shall be deter-
mined in accordance with the following
table:

“In the case of any tax-
able year beginning
n—

The initial

is—

percentage

1998 .o 31.5
1999 ... 33
2000 ... ... 345
2001 .eeiiieeeiieeeen 36
2002 and thereafter ............ccocveennnes 37.5.”

(b) DEFINITIONS.—Section 21(b)(2) (relating
to definitions of qualifying individual and
employment-related expenses) is amended by
adding at the end the following:

‘“(E) ACCREDITED CHILD CARE CENTER.—The
term ‘accredited child care center’ means—

‘(i) a center that is accredited, by a child
care credentialing or accreditation entity
recognized by a State, to provide child care
to children in the State (except children who
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a center described in clause (ii));

‘‘(ii) a center that is accredited, by a child
care credentialing or accreditation entity
recognized by a tribal organization, to pro-
vide child care for children served by the
tribal organization; or

‘“(iii) a center that is used as a Head Start
center under the Head Start Act (42 U.S.C.
9831 et seq.) and is in compliance with any
applicable performance standards estab-
lished by regulation under such Act for Head
Start programs.

“(F') CHILD CARE CREDENTIALING OR ACCRED-
ITATION ENTITY.—The term ‘child care
credentialing or accreditation entity’ means
a nonprofit private organization or public
agency that—

‘“(i) is recognized by a State agency or trib-
al organization; and

‘“(ii) accredits a center or credentials an
individual to provide child care on the basis
of—

“(I) an accreditation or credentialing in-
strument based on peer-validated research;

‘(IT) compliance with applicable State and
local licensing requirements, or standards
described in section 658E(c)(2)(E)(ii) of the
Child Care and Development Block Grant
Act (42 U.S.C. 9858c(c)(2)(E)(ii)), as appro-
priate, for the center or individual;

‘“(ITII) outside monitoring of the center or
individual; and

‘“(IV) criteria that provide assurances of—

‘‘(aa) compliance with age-appropriate
health and safety standards at the center or
by the individual;

““(bb) use of age-appropriate developmental
and educational activities, as an integral
part of the child care program carried out at
the center or by the individual; and

‘‘(ce) use of ongoing staff development or
training activities for the staff of the center
or the individual, including related skills-
based testing.

‘(G) CREDENTIALED CHILD CARE PROFES-
SIONAL.—The term ‘credentialed child care
professional’ means—

‘(i) an individual who is credentialed, by a
child care credentialing or accreditation en-
tity recognized by a State, to provide child
care to children in the State (except children
who a tribal organization elects to serve
through an individual described in clause
(i»; or

‘“(ii) an individual who is credentialed, by
a child care credentialing or accreditation
entity recognized by a tribal organization, to
provide child care for children served by the
tribal organization.

‘“(H) TRIBAL ORGANIZATION.—The term
‘tribal organization’ has the meaning given
the term in section 658P of the Child Care
and Development Block Grant Act (42 U.S.C.
9858n).”

(¢) CREDIT MADE REFUNDABLE FOR LOW IN-
COME TAXPAYERS.—

(1) IN GENERAL.—Section 21 (relating to
credit for household and dependent care serv-
ices) is amended by redesignating subsection
(f) as subsection (g) and by inserting after
subsection (e) the following:

¢(f) CREDIT MADE REFUNDABLE FOR LOW IN-
COME TAXPAYERS.—

‘(1) IN GENERAL.—For purposes of this sub-
title, in the case of an applicable taxpayer
individual, the credit allowable under sub-
section (a) for any taxable year shall be
treated as a credit allowable under subpart C
of this part.

‘(2) APPLICABLE TAXPAYER.—For purposes
of this subsection, the term ‘applicable tax-
payer’ means a taxpayer with respect to
whom the credit under section 32 is allow-
able for the taxable year.

¢“(3) COORDINATION WITH ADVANCE PAYMENTS
AND MINIMUM TAX.—Rules similar to the rules
of subsections (g) and (h) of section 32 shall
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a tribal organization elects to serve through apply with respect to the portion of any SEC.

credit to which this subsection applies.”.

(2) ADVANCE PAYMENT OF CREDIT.—

(A) IN GENERAL.—Chapter 25 (relating to
general provisions relating to employment
taxes) is amended by inserting after section
3507 the following:

“SEC. 3507A. ADVANCE PAYMENT OF DEPENDENT
CARE CREDIT.

‘‘(a) GENERAL RULE.—Except as otherwise
provided in this section, every employer
making payment of wages with respect to
whom a dependent care eligibility certificate
is in effect shall, at the time of paying such
wages, make an additional payment equal to
such employee’s dependent care advance
amount.

“(b) DEPENDENT CARE ELIGIBILITY CERTIFI-
CATE.—For purposes of this title, a depend-
ent care eligibility certificate is a statement
furnished by an employee to the employer
which—

‘(1) certifies that the employee will be eli-
gible to receive the credit provided by sec-
tion 21 for the taxable year,

““(2) certifies that the employee reasonably
expects to be an applicable taxpayer for the
taxable year,

‘“(8) certifies that the employee does not
have a dependent care eligibility certificate
in effect for the calendar year with respect
to the payment of wages by another em-
ployer,

‘“(4) states whether or not the employee’s
spouse has a dependent care eligibility cer-
tificate in effect,

“(5) states the number of qualifying indi-
viduals in the household maintained by the
employee,

‘“(6) states whether a qualifying individual
will be cared for by an accredited child care
center or a credentialed child care profes-
sional, and

‘“(7) estimates the amount of employment-
related expenses for the calendar year.

““(c) DEPENDENT CARE ADVANCE AMOUNT.—

‘(1) IN GENERAL.—For purposes of this
title, the term ‘dependent care advance
amount’ means, with respect to any payroll
period, the amount determined—

“(A) on the basis of the employee’s wages
from the employer for such period,

“(B) on the basis of the employee’s esti-
mated employment-related expenses in-
cluded in the dependent care eligibility cer-
tificate, and

‘“(C) in accordance with tables provided by
the Secretary.

‘“(2) ADVANCE AMOUNT TABLES.—The tables
referred to in paragraph (1)(C) shall be simi-
lar in form to the tables prescribed under
section 3402 and, to the maximum extent fea-
sible, shall be coordinated with such tables
and the tables prescribed under section
3507(c).

‘“(d) OTHER RULES.—For purposes of this
section, rules similar to the rules of sub-
sections (d) and (e) of section 3507 shall
apply.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion, terms used in this section which are de-
fined in section 21 shall have the respective
meanings given such terms by section 21.”".

(2) CONFORMING AMENDMENT.—The table of
sections for chapter 25 is amended by adding
after the item relating to section 3507 the
following:

‘“Sec. 3507A. Advance payment of dependent
care credit.”.

(d) EFFECTIVE DATES.—

(1) APPLICABLE PERCENTAGE.—The amend-
ments made by subsection (a) and (b) shall
apply to taxable years beginning after De-
cember 31, 1997.

(2) CREDIT MADE REFUNDABLE.—The amend-
ments made by subsection (c) shall apply to
taxable years beginning after December 31,
2001.
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02. EXPANSION OF DEPENDENT CARE AS-
SISTANCE PROGRAM.

(a) IN GENERAL.—Section 129(a)(2)(A) (re-
lating to limitation of exclusion) is amended
to read as follows:

““(A) DOLLAR LIMITATION.—

‘(i) IN GENERAL.—The amount which may
be excluded under paragraph (1) for depend-
ent care assistance with respect to depend-
ent care services provided during a taxable
year shall not exceed—

‘(I) in the case of dependent care services
provided by an accredited child care center
or a credentialed child care professional for
a qualifying individual described in section
21(b)(1)(A), an amount determined in accord-
ance with the following table:

For 2 or more
qualifying individ-
uals, the amount

For 1 qualifying
individual, the

“In the case of taxable years
beginning in:

amount is: is:
$5,200 $6,700
$5,400 $6,900
5,600 $7,100
5,800 37,300
6,000 7,500,

‘“(IT) in the case of other dependent care
services for a qualifying individual described
in section 21(b)(1)(A) or payments described
in subsection (e)(1)(B), an amount deter-
mined in accordance with the following
table:

o For 2 or more
“In the case of taxable years For 1 qualifying qualifying individ-

il individual, the
beginning in: amount is: uals, thies‘amuum
$4,800 $6,300
$4,600 $6,100
$4,400 $5,900
2001 . $4,200 $5,700
2002 and thereafter $4,000 $5,500,

and

‘“(ITII) in the case of other dependent care
services for a qualifying individual described
in subparagraph (B) or (C) of section 21(b)(1),
$5,000.

“(ii) AMOUNTS FOR MARRIED INDIVIDUALS
FILING SEPARATE RETURNS.—In the case of a
separate return by a married individual,
clause (i) shall be applied by using one-half
of any amount specified in such clause.

‘“(iii) PROVIDERS.—For purposes of clause
(i)(I), the terms ‘accredited child care center’
and ‘credentialed child care professional’
have the meaning given such terms by sub-
paragraphs (E) and (G) of section 21(c)(2), re-
spectively.

(b) PAYMENTS FOR STAY-AT-HOME CARE AL-
LOWED.—

(1) IN GENERAL.—Section 129(e)(1) (relating
to definitions and special rules) is amended
to read as follows:

‘(1) DEPENDENT CARE ASSISTANCE.—The
term ‘dependent care assistance’ means—

““(A) the payment of, or provision of, those
services which if paid for by the employee
would be considered employment-related ex-
penses under section 21(b)(2) (relating to ex-
penses for household and dependent care
services necessary for gainful employment),
and

‘(B) any payment to the employee from
amounts contributed to the employee’s ac-
count during the pregnancy of the employee
paid within 1 year after such contribution
and during the period in which—

‘(i) the employee,

‘“(ii) the employee’s spouse, or

‘‘(iii) a parent of the employee or the em-
ployee’s spouse,
stays at home to care for a qualifying indi-
vidual described in section 21(b)(1)(A).”".
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(2) CONFORMING AMENDMENTS.—

(A) Section 129(c) (relating to payments to
related individuals) is amended by striking
“No amount’ and inserting ‘“‘Except in the
case of payments described in subsection
(e)(1)(B), no amount.”.

(B) Section 129(e)(9) (relating to identi-
fying information required with respect to
service provider) is amended by striking ‘‘No
amount’ and inserting ‘“‘Except in the case
of payments described in paragraph (1)(B)(@i),
no amount.”.

(c) DEPENDENT CARE ASSISTANCE PROGRAM
FOR FEDERAL EMPLOYEES.—Subpart G of part
III of title 5, United States Code, is amended
by inserting after chapter 87 the following:

“CHAPTER 88—DEPENDENT CARE
ASSISTANCE PROGRAM
“§ 8801. Definitions

‘“(a) For the purpose of this chapter, ‘em-
ployee’ means—

‘(1) an employee as defined by section 2105
of this title;

‘(2) a Member of Congress as defined by
section 2106 of this title;

‘“(3) a Congressional employee as defined
by section 2107 of this title;

‘“(4) the President;

‘(6) a justice or judge of the United States
appointed to hold office during good behav-
ior (i) who is in regular active judicial serv-
ice, or (ii) who is retired from regular active
service under section 371(b) or 372(a) of title
28, United States Code, or (iii) who has re-
signed the judicial office under section 371(a)
of title 28 with the continued right during
the remainder of his lifetime to receive the
salary of the office at the time of his res-
ignation;

‘“(6) an individual first employed by the
government of the District of Columbia be-
fore October 1, 1987;

‘(7 an individual employed by Gallaudet
College;

‘(8) an individual employed by a county
committee established under section 590h(b)
of title 16;

‘(9) an individual appointed to a position
on the office staff of a former President
under section 1(b) of the Act of August 25,
1958 (72 Stat. 838); and

‘(10) an individual appointed to a position
on the office staff of a former President, or
a former Vice President under section 4 of
the Presidential Transition Act of 1963, as
amended (78 Stat. 1563), who immediately be-
fore the date of such appointment was an
employee as defined under any other para-
graph of this subsection;
but does not include—

‘““(A) an employee of a corporation super-
vised by the Farm Credit Administration if
private interests elect or appoint a member
of the board of directors;

“(B) an individual who is not a citizen or
national of the United States and whose per-
manent duty station is outside the United
States, unless the individual was an em-
ployee for the purpose of this chapter on
September 30, 1979, by reason of service in an
Executive agency, the United States Postal
Service, or the Smithsonian Institution in
the area which was then known as the Canal
Zone; or

‘(C) an employee excluded by regulation of
the Office of Personnel Management under
section 8716(b) of this title.

‘“(b) For the purpose of this chapter, ‘de-
pendent care assistance program’ has the
meaning given such term by section 129(d) of
the Internal Revenue Code of 1986.

“§ 8802. Dependent care assistance program

“The Office of Personnel Management
shall establish and maintain a dependent
care assistance program for the benefit of
employees.”’.
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(d) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 1997.

SEC.  03. ALLOWANCE OF CREDIT FOR EM-
PLOYER EXPENSES FOR CHILD CARE
ASSISTANCE.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at
the end the following new section:

“SEC. 45D. EMPLOYER-PROVIDED CHILD CARE
CREDIT.

‘“‘(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—For purposes of section
38, the employer-provided child care credit
determined under this section for the taxable
year is an amount equal to the applicable
percentage of the qualified child care ex-
penditures of the taxpayer for such taxable
year.

“(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1), the applicable per-
centage for any taxable year is equal to 50%.

‘““(b) DOLLAR LIMITATION.—The credit al-
lowable under subsection (a) for any taxable
year shall not exceed $150,000.

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—

(1) QUALIFIED CHILD CARE EXPENDITURE.—
The term ‘qualified child care expenditure’
means any amount paid or incurred—

‘“(A) to acquire, construct, rehabilitate, or
expand property—

‘(i) which is to be used as part of a quali-
fied child care facility of the taxpayer,

‘“(i1) with respect to which a deduction for
depreciation (or amortization in lieu of de-
preciation) is allowable, and

‘‘(iii) which does not constitute part of the
principal residence (within the meaning of
section 1034) of the taxpayer or any employee
of the taxpayer,

‘(B) for the operating costs of a qualified
child care facility of the taxpayer, including
costs related to the training of employees, to
scholarship programs, and to the providing
of increased compensation to employees with
higher levels of child care training,

‘“(C) under a contract with a qualified child
care facility to provide child care services to
employees of the taxpayer,

‘(D) under a contract to provide child care
resource and referral services to employees
of the taxpayer, or

‘“(E) for the costs of seeking accreditation
from a child care credentialing or accredita-
tion entity (as defined in section 21(b)(2)(F)
with respect to a qualified child care facil-
ity.

¢‘(2) QUALIFIED CHILD CARE FACILITY.—

‘“(A) IN GENERAL.—The term ‘qualified
child care facility’ means a facility—

‘(1) the principal use of which is to provide
child care assistance, and

‘“(ii) which meets the requirements of all
applicable laws and regulations of the State
or local government in which it is located,
including, but not limited to, the licensing of
the facility as a child care facility.

Clause (i) shall not apply to a facility which
is the principal residence (within the mean-
ing of section 1034) of the operator of the fa-
cility.

¢‘(B) SPECIAL RULES WITH RESPECT TO A TAX-
PAYER.—A facility shall not be treated as a
qualified child care facility with respect to a
taxpayer unless—

‘(i) enrollment in the facility is open to
employees of the taxpayer during the taxable
year,

‘(ii) the facility is not the principal trade
or business of the taxpayer unless at least 30
percent of the enrollees of such facility are
dependents of employees of the taxpayer, and

‘“(iii) the use of such facility (or the eligi-
bility to use such facility) does not discrimi-
nate in favor of employees of the taxpayer

June 26, 1997

who are highly compensated employees
(within the meaning of section 414(q)).

‘(d) RECAPTURE OF ACQUISITION AND CON-
STRUCTION CREDIT.—

‘(1) IN GENERAL.—If, as of the close of any
taxable year, there is a recapture event with
respect to any qualified child care facility of
the taxpayer, then the tax of the taxpayer
under this chapter for such taxable year
shall be increased by an amount equal to the
product of—

‘“(A) the applicable recapture percentage,
and

‘“(B) the aggregate decrease in the credits
allowed under section 38 for all prior taxable
years which would have resulted if the quali-
fied child care expenditures of the taxpayer
described in subsection (¢)(1)(A) with respect
to such facility had been zero.

‘“(2) APPLICABLE RECAPTURE PERCENTAGE.—

“‘(A) IN GENERAL.—For purposes of this sub-
section, the applicable recapture percentage
shall be determined from the following table:

The applicable
recapture

“If the recapture event percentage is:

occurs in:
Years 1-3 ..ccooevvenvininnnnns 100
Year 4 .. 85
Year b .. 70
Year 6 .. 55
Year 7 .. 40
Year 8 ......... 25
Years 9 and 10 .............. 10
Years 11 and thereafter 0

‘(B) YEARS.—For purposes of subparagraph
(A), year 1 shall begin on the first day of the
taxable year in which the qualified child
care facility is placed in service by the tax-
payer.

‘(3) RECAPTURE EVENT DEFINED.—For pur-
poses of this subsection, the term ‘recapture
event’ means—

““(A) CESSATION OF OPERATION.—The ces-
sation of the operation of the facility as a
qualified child care facility.

“(B) CHANGE IN OWNERSHIP.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), the disposition of a taxpayer’s in-
terest in a qualified child care facility with
respect to which the credit described in sub-
section (a) was allowable.

‘“(ii) AGREEMENT TO ASSUME RECAPTURE LI-
ABILITY.—Clause (i) shall not apply if the
person acquiring such interest in the facility
agrees in writing to assume the recapture li-
ability of the person disposing of such inter-
est in effect immediately before such disposi-
tion. In the event of such an assumption, the
person acquiring the interest in the facility
shall be treated as the taxpayer for purposes
of assessing any recapture liability (com-
puted as if there had been no change in own-
ership).

‘‘(4) SPECIAL RULES.—

“(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (1) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

‘“(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining the amount of
any credit under subpart A, B, or D of this
part.

¢“(C) NO RECAPTURE BY REASON OF CASUALTY
L0SS.—The increase in tax under this sub-
section shall not apply to a cessation of op-
eration of the facility as a qualified child
care facility by reason of a casualty loss to
the extent such loss is restored by recon-
struction or replacement within a reasonable
period established by the Secretary.

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



June 26, 1997

‘(1) AGGREGATION RULES.—AIll persons
which are treated as a single employer under
subsections (a) and (b) of section 52 shall be
treated as a single taxpayer.

‘“(2) PASS-THRU IN THE CASE OF ESTATES AND
TRUSTS.—Under regulations prescribed by
the Secretary, rules similar to the rules of
subsection (d) of section 52 shall apply.

‘“(3) ALLOCATION IN THE CASE OF PARTNER-
SHIPS.—In the case of partnerships, the cred-
it shall be allocated among partners under
regulations prescribed by the Secretary.

‘(f) No DOUBLE BENEFIT.—

‘(1) REDUCTION IN BASIS.—For purposes of
this subtitle—

“‘(A) IN GENERAL.—If a credit is determined
under this section with respect to any prop-
erty by reason of expenditures described in
subsection (c)(1)(A), the basis of such prop-
erty shall be reduced by the amount of the
credit so determined.

‘‘(B) CERTAIN DISPOSITIONS.—If during any
taxable year there is a recapture amount de-
termined with respect to any property the
basis of which was reduced under subpara-
graph (A), the basis of such property (imme-
diately before the event resulting in such re-
capture) shall be increased by an amount
equal to such recapture amount. For pur-
poses of the preceding sentence, the term ‘re-
capture amount’ means any increase in tax
(or adjustment in carrybacks or carryovers)
determined under subsection (d).

‘(2) OTHER DEDUCTIONS AND CREDITS.—NoO
deduction or credit shall be allowed under
any other provision of this chapter with re-
spect to the amount of the credit determined
under this section.

‘(g) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 1999.”

(b) CONFORMING AMENDMENTS.—

(1) Section 38(b) is amended—

(A) by striking out ‘‘plus” at the end of
paragraph (11),

(B) by striking out the period at the end of
paragraph (12), and inserting a comma and
“plus”, and

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

‘“(13) the employer-provided child care
credit determined under section 45D.”

(2) The table of sections for subpart D of
part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new item:

“Sec. 45D. Employer-provided child care
credit.”

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

SEC. @ 04. CHARITABLE CONTRIBUTIONS OF
SCIENTIFIC EQUIPMENT TO AC-
CREDITED AND CREDENTIALED
CHILD CARE PROVIDERS AND TO EL-
EMENTARY AND SECONDARY
SCHOOLS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 170(e)(4) (relating to special rule for con-
tributions of scientific property used for re-
search) is amended to read as follows:

‘(B) QUALIFIED RESEARCH, CHILD CARE, OR
EDUCATION CONTRIBUTION.—For purposes of
this paragraph, the term ‘qualified research,
child care, or education contribution’ means
a charitable contribution by a corporation of
tangible personal property (including com-
puter software), but only if—

‘“(i) the contribution is to—

‘(I) an accredited child care center (as de-
fined in section 21(c)(2)(E)) which is an orga-
nization described in section 501(c)(3) and ex-
empt from taxation under section 501(a),

“(IT) an organization described in section
501(c)(3) and exempt from taxation under sec-
tion 501(a) which is a professional or edu-
cational support entity for accredited child
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care centers or credentialed child care pro-

fessionals (as defined in subparagraphs (E)

and (G) of section 21(c)(2), respectively),

‘(IIT) an educational organization de-
scribed in subsection (b)(1)(A)(ii),

‘“(IV) a governmental unit described in
subsection (c¢)(1), or

(V) an organization described in section
41(e)(6)(B),

‘“(ii) the contribution is made not later
than 3 years after the date the taxpayer ac-
quired the property (or in the case of prop-
erty constructed by the taxpayer, the date
the construction of the property is substan-
tially completed),

‘‘(iii) the property is scientific equipment
or apparatus substantially all of the use of
which by the donee is for—

‘“(I) research or experimentation (within
the meaning of section 174), or for research
training, in the United States in physical or
biological sciences, or

‘“(IT) in the case of an organization de-
scribed in subclause (I), (II), (III), or (IV) of
clause (i), use within the United States for
educational purposes related to the purpose
or function of the organization,

‘“(iv) the original use of the property began
with the taxpayer (or in the case of property
constructed by the taxpayer, with the
donee),

‘“(v) the property is not transferred by the
donee in exchange for money, other prop-
erty, or services, and

‘‘(vi) the taxpayer receives from the donee
a written statement representing that its
use and disposition of the property will be in
accordance with the provisions of clauses
(iv) and (v).”.

(b) DONATIONS TO CHARITY FOR REFUR-
BISHING.—Section 170(e)(4) is amended by
adding at the end the following:

‘(D) DONATIONS TO CHARITY FOR REFUR-
BISHING.—For purposes of this paragraph, a
charitable contribution by a corporation
shall be treated as a qualified research, child
care, or education contribution if—

‘(i) such contribution is a contribution of
property described in subparagraph (B)(iii)
to an organization described in section
501(c)(3) and exempt from taxation under sec-
tion 501(a),

‘“(ii) such organization repairs and refur-
bishes the property and donates the property
to an organization described in subparagraph
(B)({), and

‘‘(iii) the taxpayer receives from the orga-
nization to whom the taxpayer contributed
the property a written statement rep-
resenting that its use of the property (and
any use by the organization to which it do-
nates the property) meets the requirements
of this paragraph.’’.

(c) CONFORMING AMENDMENTS.—

(1) Paragraph (4)(A) of section 170(e) is
amended by striking ‘‘qualified research con-
tribution” each place it appears and insert-
ing ‘‘qualified research, child care, or edu-
cation contribution’.

(2) The heading for section 170(e)(4) is
amended by inserting ‘‘, CHILD CARE, OR EDU-
CATION” after ‘‘RESEARCH”.

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

SEC. 05. 2-PERCENT FLOOR ON MISCELLA-
NEOUS ITEMIZED DEDUCTIONS NOT
APPLICABLE TO ACCREDITATION
AND CREDENTIALING EXPENSES OF
INDIVIDUAL CHILD CARE PRO-
VIDERS.

(a) IN GENERAL.—Section 67(b) (relating to
miscellaneous itemized deductions) is
amended by striking ‘“‘and” at the end of
paragraph (11), by striking the period at the
end of paragraph (12) and inserting ‘‘, and”,
and by adding at the end the following:
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‘‘(13) the deduction allowable for accredita-
tion and credentialing expenses of child care
providers.”’.

(b) DEFINITION.—Section 67 (relating to 2-
percent floor on miscellaneous itemized de-
ductions) is amended by redesignating sub-
sections (e) and (f) as subsections (f) and (g),
respectively, and by inserting after sub-
section (d) the following:

‘‘(e) ACCREDITATION AND CREDENTIALING EX-
PENSES OF CHILD CARE PROVIDERS.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘accreditation
and credentialing expenses of child care pro-
viders’ means direct professional costs and
educational and training expenses paid or in-
curred by an eligible individual in order to
achieve and remain qualified for service as
an employee of an accredited child care cen-
ter or as a credentialed child care profes-
sional (as defined in subparagraphs (E) and
(&) of section 21(c)(2), respectively).

‘(2) ELIGIBLE INDIVIDUAL.—The term ‘eligi-
ble individual’ means an individual 60 per-
cent of the taxable income of whom for any
taxable year is derived from service de-
scribed in paragraph (1).”.

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

SEC. 06. EXPANSION OF HOME OFFICE DE-
DUCTION TO INCLUDE USE OF OF-
FICE FOR DEPENDENT CARE.

(a) IN GENERAL.—Section 280A(c)(1) (relat-
ing to certain business use) is amended by
adding at the end the following: ‘A portion
of a dwelling unit and the exclusive use of
such portion otherwise described in this
paragraph shall not fail to be so described if
such portion is also used by the taxpayer
during such exclusive use to care for a de-
pendent of the taxpayer.”.

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

SEC.  07. EXPANSION OF COORDINATED EN-
FORCEMENT EFFORTS OF INTERNAL
REVENUE SERVICE AND HHS OFFICE
OF CHILD SUPPORT ENFORCEMENT.

(a) STATE REPORTING OF CUSTODIAL DATA.—
Section 454A(e)(4)(D) of the Social Security
Act (42 U.S.C. 6564(e)(4)(D)) is amended by
striking ‘‘the birth date of any child’’ and in-
serting ‘‘the birth date and custodial status
of any child”.

(b) MATCHING PROGRAM BY IRS OF CUSTO-
DIAL DATA AND TAX STATUS INFORMATION.—

(1) NATIONAL DIRECTORY OF NEW HIRES.—
Section 453(i)(3) of the Social Security Act
(42 U.S.C. 653(i)(3)) is amended by striking ‘‘a
claim with respect to employment in a tax
return” and inserting ‘‘information which is
required on a tax return’’.

(2) FEDERAL CASE REGISTRY OF CHILD SUP-
PORT ORDERS.—Section 453(h) of the such Act
(42 U.S.C. 653(h)) is amended by adding at the
end the following:

‘(3) ADMINISTRATION OF FEDERAL TAX
LAWS.—The Secretary of the Treasury shall
have access to the information described in
paragraph (2), consisting of the names and
social security numbers of the custodial par-
ents linked with the children in the custody
of such parents, for the purpose of admin-
istering those sections of the Internal Rev-
enue Code of 1986 which grant tax benefits
based on support and residence provided de-
pendent children.”

(¢) MINIMUM PAST-DUE SUPPORT THRESHOLD
FOR USE OF OFFSET PROCEDURE.—

(1) PART D FAMILIES.—Section 464(b)(1) of
the Social Security Act (42 U.S.C. 664(b)(1)) is
amended by inserting ‘‘(not to exceed $150)’
after “minimum amount”.

(2) OTHER FAMILIES.—Section 464(b)(2)(A) of
such Act (42 U.S.C. 664(b)(2)(A)) is amended
by striking “$5600”’ both places it appears and
inserting ‘“$150”°.
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(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on Oc-
tober 1, 1997.

Mr. JEFFORDS. Mr. President, to-
morrow I will introduce my amend-
ment on child care.

Today, there are more than 12 mil-
lion children under the age of five—in-
cluding half of all infants under one
year of age—who spend at least part of
their day being cared for by someone
other than their parents. The past two
decades have seen a dramatic rise in
the number of women in the paid labor
force. More than 60 percent of women
with preschool aged children, are em-
ployed full- or part-time. For most of
these families, child care is a require-
ment, not an option.

Women now constitute 46 percent of
our Nation’s labor force. Most women
are not working just to achieve a de-
gree of personal growth outside the
home, but to meet their family’s basic
needs. Their employment is not a
choice, but an essential part of their
family’s economic survival.

Similarly, child care that is afford-
able and convenient is necessary for
most women working outside the
home. Many of the traditional sources
of child care are no longer available—
as many of the friends, neighbors,
grandparents, and other relatives who
used to be available to provide child
care are also working. Research has re-
peatedly demonstrated that for parents
who must work, child care services
that are dependable and of high quality
make it easier to find and keep a job.
Good child care helps parents reach
and maintain economic self-suffi-
ciency. There is a clear connection be-
tween child care and the production of
income. Congress acknowledged this
when is passed welfare reform last
year.

Since 1990, the costs of child care
have risen about 6 percent annually.
This is almost triple the annual in-
crease in the cost of living. At the
same time, there are strong indicators
that the quality of child care has sig-
nificantly decreased during that same
period of time. Parents are paying
more but getting less.

The costs of child care are almost
wholly dependent upon the geographic
area, the type of child care, and the age
of the child. For example, a family pur-
chasing full-time child care services for
a 4-year old in rural New York using a
family child care home may pay as lit-
tle as $60 a week. In contrast, a family
with an infant using a child care center
in New York City may pay more than
$250 a week.

I think that few of us know how
much child care costs. The Senate Em-
ployee’s Child Care Center costs be-
tween $150 and $175 a week—$7,800 to
$9,100 a year. That puts it in the high-
middle range in terms of costs for the
Washington, DC area. The younger the
child, the higher the costs—and Senate
Employee’s Child Care Center does not
accept children under 18 months old.

For a 3- to 4-year-old, which is the
least expensive age group, the national
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average for center-based child care is
$4,600 a year. The average cost for high
quality care, such as that provided by
the Senate Employee’s Child Care Cen-
ter, is between $8,500 and $9,100 a year.

A family normally spends about 20
percent of its income on housing and 10
percent on food. The costs of child care
for a low- or middle-income family can
rival the cost of housing and be double
the cost of food. Even though most of
us recognize the critical part that child
care plays in the economic survival of
families, we often fail to recognize it as
a basic cost which consumes a signifi-
cant portion of a family’s income.

Parents can only purchase child care
they can afford. While the supply of
child care has increased over the past
10 years, shortages are still the norm
for those in rural areas, those with
school-aged children, and for lower-in-
come families. Those who do find care
that is affordable and convenient are
often unsatisfied with the quality of
the care their child receives. In fact,
one quarter of all parents would change
their child care arrangement if they
could find and afford something better.

The quality of child care in America
is very troubling. A recent nationwide
study found that 40 percent of the child
care provided to infants in child care
centers was potentially injurious. Fif-
teen-percent of center-based child care
providers for all preschoolers are so
bad that a child’s health and safety are
threatened; 70 percent are mediocre—
not hurting or helping children; and 15
percent actively promote a child’s de-
velopment. Center-based child care, the
object of this study, is the most heav-
ily regulated and frequently monitored
type of child care. Children in less reg-
ulated settings are predicted to be far
worse.

Combining the research on the qual-
ity of child care with the break-
throughs on the development of the
human brain produces a very dis-
turbing situation. Many children enter
child care by 11 weeks of age, are in
care for close to 30 hours a week, and
often stay in some form of child care
until they enter school. During that
same period of life, a child’s brain is
undergoing a series of extraordinary
changes.

In the first 3 years of life, the brain
either makes the connections it needs
for learning or it atrophies, making
later efforts at remediation in learn-
ing, behavior, and thinking difficult, at
best. The experiences and stimulation
that a caretaker provide to a child are
the foundations upon which all future
learning is built. The brain’s greatest
and most critical growth spurt is be-
tween birth and 10 years of age—pre-
cisely the time when non-parental
child care is most frequently utilized.
A Time magazine special report on
“How a Child’s Brain Develops’ (Feb-
ruary 3, 1997) said it best, . . . Good,
affordable day care is not a luxury or a
fringe benefit for welfare mothers and
working parents but essential brain
food for the next generation.” While
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bad child care can seriously impair a
child’s development, high-quality child
care significantly increases the
chances of good developmental out-
comes for children.

Think about it. At the most impor-
tant time in the development of a
child’s brain, 12 million children are
being cared for by people who are paid
less than the person who picks up your
garbage each week, and are required to
have less training and less skills-based
testing than the person who cuts your
hair. Child care providers play an im-
portant role in a child’s development,
for they help fine-tune the child’s ca-
pacity to think and process informa-
tion, social skills, emotional health,
and acquisition of language.

Last year, our goal in child care was
to streamline Federal assistance by
creating a cohesive structure for Fed-
eral assistance and to provide suffi-
cient Government funds to subsidize
child care for welfare recipients who
were transitioning into work. This
year our goal must be to promote the
healthy development of children in
child care. I am worried that the pres-
sure of the need to accommodate the
increasing demand for child care will
force many into forgoing quality just
to increase the number of child care
slots available.

This amendment, then, incorporates
modifications to five different sections
of the Tax Code. Each of the provisions
has been included to solve a specific
problem in an effort to improve the
quality of child care. Taken as a whole,
these provisions represent a com-
prehensive effort to increase the supply
while simultaneously creating a de-
mand for high-quality child care, and
making it affordable for low- and mid-
dle-income families.

To offset the cost of these changes,
my amendment reduces, but does not
eliminate, the dependent care tax cred-
it for upper-income taxpayers and the
amount that an employee can place in
a dependent care assistance plan used
to reimburse non-accredited or non-
credential child care is gradually de-
creased. In addition, the amendment
expands the coordinated enforcement
efforts of the Internal Revenue Service
and the HHS Office of Child Support
Enforcement, which will significantly
reduce the amount of fraud related to
illegal tax deduction and credit claims
by non-custodial parents.

The first provision in the amendment
makes several changes in the Child and
Dependent Care Tax Credit [CDCTC].
This tax credit is the largest tax-based
subsidy for child care. My amendment
raises the income level for the receipt
of the highest percentage of employ-
ment-related child care costs from
$10,000 to $20,000. The percentage is de-
creased at a rate of 1 percent for each
additional $2,500 in adjusted gross in-
come and sets a minimum percentage
of 10 percent for incomes of $70,000 and
above.

This change represents a more equi-
table distribution of limited resources
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based on the percentage of income a
family must use to meet child care ex-
penses. For families qualifying for the
EITC, my amendment makes the child
care tax credit refundable, on a quar-
terly basis. This will enable many low-
income working families to move from
part-time to full-time employment, by
easing the burden of child care costs
and having the money available at reg-
ular intervals throughout the year.

Finally, the amendment establishes,
over a 5-year period, different rates for
the tax credit, dependent on whether
the child care is provided in an accred-
ited child care facility or by a
credentialed professional. This will re-
ward parents who choose high-quality
child care and help defray the addi-
tional costs of that care.

I am sensitive to the concerns of col-
leagues who object to reducing the
child care tax credit. But before you
judge this reduction too harshly, let’s
put it into perspective. The tax credit
remains at or above the current rate of
20 percent for parents with adjusted
gross incomes of $45,000 or less, regard-
less of the type of child care. The me-
dian income of families with children
nationally is $37,000. While there are
wide differences in between States,
there are only four States where the
median exceeds $45,000 AGI triggering a
reduction in the current rate of 20 per-
cent. Most States are significantly
below this trigger.

At the end of the 5-year phase in pe-
riod, the tax credit remains at or above
the current 20 percent rate for families
with an AGI of $565,000. No States have
median incomes of families with chil-
dren which exceed the $55,000 AGI level
for high quality child care which trig-
gers a reduction below current child
care tax rate. Families with incomes at
or above $70,000 will still receive a tax
credit of 10 percent, increased to 12.5
percent if high quality care is used.

In terms of money, a 1 percent de-
crease in the child care tax credit
equals $24 when care for one child is
claimed, and $48 for two or more chil-
dren. Families making $70,000 or more
are the hardest hit by my amendment.
Yet their maximum financial cost is
$240 a year for one child, or $480 a year
for two or more children—about half of
one percent of their adjusted gross in-
come.

The second area of changes occurs in
the Dependent Care Assistance Plan
[DCAP]. The amendment increases the
amount that an employee can con-
tribute to a DCAP account, if the funds
are used to pay for the care of two or
more eligible persons. In addition, the
amount of DCAP contributions is in-
creased for high-quality care and de-
creased for care that is provided by an
unaccredited child care facility or a
person who has not received a profes-
sional credential. These differential
rates are phased in over a 5-year period
in order for child care providers to
achieve accreditation or become
credentialed in child care.

Current law prohibits DCAP from
being used to pay relatives for care.
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While I support needed controls on the
use of DCAP accounts in most cases,
my amendment would make a very
limited exception to this prohibition.
DCAP payments could be made to pay
a parent or grandparent to care for a
newborn child. The DCAP account
could be joined at anytime during a
pregnancy. The funds would be avail-
able for up to 12 months from the date
of deposit into the employee’s DCAP
account—because babies have a time-
table all their own when it comes time
to be born.

The last change my amendment
makes in DCAP is through the addition
of a requirement that Federal employ-
ees have the opportunity to contribute
to Dependent Care Assistance Plans.
Private employees, as well as many
State and local governments, have had
DCAP available for their employees
since 1981. Consistent with the intent
of the Congressional Accountability
Act, I want to make this child care
subsidy available to Federal workers,
including legislative branch employees.

Child care is a growing concern to
businesses big and small. Employers
are coming to the realization that af-
fordable, convenient high-quality child
care is a critical element in hiring and
retaining skilled employees. Many
companies, such as Johnson & Johnson,
IBM, and others have been very innova-
tive in providing child care assistance
for their employees. Small businesses
in particular are finding it difficult to
meet the child care needs of their em-
ployees, but recognize the importance
of that help.

I am defering to my colleague from
Wisconsin, Senator KoHL, who has an
excellent amendment providing a tax
credit to businesses who provide child
care services and support for their em-
ployees. My amendment included a
similar provision, but because Senator
KOHL has been working on this aspect
of child care for so long, I dropped my
provision and urge my colleagues to
vote for his amendment as well as this
one.

Current law prohibits businesses
from receiving a charitable deduction
for donations made to public entities,
such as schools and child care services.
My amendment will extend eligibility
for a business charitable deduction to
the donation of educational equipment
and supplies donated to public schools,
public child care providers and public
child care support entities, such as re-
source and referral services. If child
care is to improve and meet the devel-
opmental needs of our Nation’s chil-
dren, every available resource must be
made available. Computers which are
discarded because they are too slow or
have insufficient hard drive capacity,
can be the first step into the computer-
age for a small child or the link to pro-
fessional training for a child care pro-
vider.

A critical part of improving the qual-
ity of child care is professional devel-
opment for child care providers. Since
the 1970’s there has been a decline in
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child care teacher salaries. In 1990,
teachers in child care centers earned
an average of $11,5600 a year. Assistant
teachers, the largest growing segment
of child care professionals, were paid 10
to 20 percent less than child care teach-
ers. The 1990 annual income of regu-
lated family child care providers was
$10,944 which translates to about $4 an
hour. Nonregulated family child care,
generally comprised of providers tak-
ing care of a smaller number of chil-
dren, earned an average of $4,275 a
year—substantially less than minimum
wage. With these wages, it is easy to
understand why more child care pro-
viders do not participate in profes-
sional training or attend college class-
es to improve their skills. The costs of
applying for and receiving certification
as a qualified child care professional
are minimal, but understandably out of
reach for many child care providers.

My amendment will exempt expenses
directly related to child care accredita-
tion or becoming credentialed from the
2 percent floor that is applied to mis-
cellaneous itemized deductions. This
will at least permit child care pro-
viders to receive a full deduction for
the expenses associated with improving
the child care services which they pro-
vide. This incentive for professional
growth and the development of new
skills is a small but critical part of my
overall effort to support high-quality
child care.

The last provision in my amendment
creates a very limited exception to the
executive use rule governing the tax
deduction for home office expenses.
The amendment will permit the mixed
use of home office space for business
and personal purposes to allow a person
to care for his or her child. In some
ways, the need for this exception comes
down to fundamental fairness. How
many school days, snow days and other
times do children accompany their par-
ents into work? I can always tell when
the schools are unexpectedly closed, by
the increased number of little people I
see in Senate offices and eateries. I
have been in Senate offices and other
workplaces when a crib or playpen is
clearly in evidence. Yet, none of us
question whether our offices are exclu-
sively for business use. One of the big
incentives for telecommuting and
home-based business is to allow par-
ents to have more time with their fam-
ilies, yet existing law would keep a new
mother from legitimately claiming a
home office deduction if she has her
child read a book or play in a corner of
the room where she is working.

The need for high-quality child care
is compelling. Having affordable, con-
venient child care is tied directly to a
family’s ability to produce income.
Good child care can be an effective way
to support the healthy development of
children, particularly in the acquisi-
tion of social and language skills. For
the millions of children who spend
much of their pre-school lives being
cared for by someone other than their
parents, child care provides the founda-
tion upon which all future education
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will be built—and determines to a large

extent whether that foundation will be

strong or weak.

As we all know, quality child care
costs money. It costs money to parents
who bear the biggest burden for the
cost of child care. It costs businesses
both through the direct assistance that
they provide to employees to help with
the costs of child care, and through
their ability to hire and retain a
skilled work force. It costs Govern-
ment through existing tax provisions,
direct spending, and discretionary
spending targeted at child care. But
the costs of not making this invest-
ment are even higher. Those costs can
be measured in the cost of remedial
education, the increase of an unskilled
labor force, the increase in prison pop-
ulations, and most importantly, the
blunted potential of millions of chil-
dren.

I urge my colleagues to support my
amendment to the budget reconcili-
ation act.

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:

AN AMENDMENT TO BE PROPOSED BY SENATOR
JEFFORDS ON THE BUDGET RECONCILIATION
AcCT OF 1997 TO IMPROVE THE QUALITY OF
CHILD CARE
Changes to the Tax Code to encourage im-

provements in child care services and op-

tions for meeting employment-related child
care needs—multiple provisions.

Proposed Amendment: To amend the Inter-
nal Revenue Code to encourage the demand
for and supply of high quality child care by:

(1) Making the following changes in the
Dependent Care Tax Credit—

(a) Increasing the percentage of child care
expenses to 30 percent for families with in-
comes at or below $20,000 AGI; decreased at
the rate of 1 percent for every $2,500 AGI over
$20,000 to a minimum of 10 percent for AGI
over $70,000

(b) Phasing in a differential percentage
(over b years) if the child care is provided in
an accredited center or by a credentialed
professional; At the end of the phase in pe-
riod, there is a 25 percent differential in the
percentage of the tax credit between high-
quality child care and other child care

(c) Making the Dependent Care Tax Credit
refundable beginning in 2002, for taxpayers
eligible for the EITC, including the differen-
tial percentage (see b above) for high quality
child care.

(2) Making the following changes in the
Dependent Care Assistance Program—

(a) The amount of money that can be
placed in a Dependent Care Assistance Pro-
gram by an employee is increased for accred-
ited or credentialed child care, increased if
there is more than one qualified dependent,
and decreased if child care is provided in
non-accredited child care or with a non-
credentialed child care professional—phased
in over 5 years

(b) An exception in the calendar year
spending requirement and prohibition
against its use to pay relatives for providing
care is made to make it possible for a parent
or grandparent to provide care for a newborn
child

(c) Federal employees are provided the op-
portunity of enrolling in a dependent care
assistance plan
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(3) Extending the eligibility for businesses
to take a qualified charitable deduction for
the donation of educational equipment and
material to public schools and accredited or
credentialed non-profit child care providers
and child care support entities.

(4) Exempting the expenses related to
achieving and maintaining child care accred-
itation and credentialing from the 2 percent
floor applicable to miscellaneous itemized
deductions.

(5) Excepting the mixed use of home office
space for business and personal purposes to
allow for the care of a dependent from the
exclusive use rule governing home office de-
ductions.

Reasons for Change: The increase in the
number or employed women with young chil-
dren, combined with recent reforms in the
welfare system, has placed tremendous pres-
sures on states and communities to dramati-
cally expand the amount of available child
care. Studies on the relationship between
quality child care and job retention, employ-
ment absenteeism, and job acquisition clear-
ly identifies that the quality and safety of
child care is as important as the existence of
child care services. In addition, the recent
research on the development of the human
brain underscores how child care affects the
development of the tomorrow’s workers and
citizens. The Committee for Economic De-
velopment recently issued a report which
identified changes in federal tax policies,
training of child care workers, incentives for
certification, educational resources, and in-
creased business involvement as critical to
efforts to improve the quality of child care.
The tax code changes included in this
amendment address each of these issues.

Summary of each provision:

1. CHANGES TO THE DEPENDENT CARE TAX
CREDIT

A. Percent of the current $2,400 work re-
lated child care expenses ($4,800 for 2 or more
dependents):

Initial percentage reduced by 1 percent for
each $2,500 by which the taxpayer’s AGI ex-
ceeds $20,000 but does not exceed $70,000—rate
does not reduce below 12.5 percent for accred-
ited/credentialed child care, 10 percent for
non-accredited/non-credentialed child care.

A 25 percent rate differential for accredited
or credentialed child care (as defined in the
bill) is phased in over 5 years.

For child care provided in non-accredited
facilities or by non-credentialed providers,
the initial percentage is 30 percent and the
phase out percentage is 10 percent, regard-
less of the year.

Initial and phase out percentage for ac-
credited/credentialied child care:

Phaseout
percent

Initial

Taxable year beginning in— percent

1998 315 12.5
1999 33.0 12.5
2000 345 12.5
2001 36.0 12.5
2002 37.5 12.5

B: Credit made refundable for Low Income
Tax Payers:

Applicable taxpayers are those for whom
credit under section 32 of the tax code (EITC)
is allowable for the taxable year.

Coordinated with advance payments and
minimum tax rules, including eligibility cer-
tification and advance payment table.

Applies to taxable years beginning Decem-
ber 31, 2001.

II. EXPANSION OF DEPENDENT CARE ASSISTANCE
PROGRAM

A. Change in Dollar Limitation:

Applies to child care only—not elder or
other dependent care.

Change in rates for child in accredited/
credentialed child care:
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: 2 or more
L For 1 quali- P
Taxable years beginning in: fying child qualifying
child
1998 $5,200 $6,700
1999 5,400 6,900
2000 5,600 7,100
2001 5,800 7,300
2002 and thereafter .......cccoevevriverenerrerins 6,000 7,500

Change in rates for child NOT in ac-
credited/credentialed child care:

; 2 or more
P For 1 quali- e
Taxable years beginning in— fying child qualifying
child
1998 $4,800 $6,300
1999 4,600 6,100
2000 4,400 5,900
2001 4,200 5,700
2002 and thereafter .......ccccoeveervvereeerrerinns 4,000 5,500

B. Changes in eligibility for Dependent
Care Assistance Program:

Exception in calendar year spending re-
quirement and prohibition against using De-
pendent Care Assistance Program to pay rel-
ative providing care.

During pregnancy, parent may elect to join
the employer’s Dependent Care Assistance
Program at any time during pregnancy.

If parent signs up during a pregnancy, each
deposit into the individual’s Dependent Care
Assistance Account may be available for use
for a 12 month period.

If parent signs up during a pregnancy, the
funds may be used to reimburse a parent or
spouse to remain at home with the newborn
child as an alternative to placing the child in
child care in order to return to work.

Federal employees must be provided with
the opportunity to enroll in a Dependent
Care Assistance Program.

III. CHARITABLE DEDUCTION FOR DONATING

EDUCATIONAL EQUIPMENT & MATERIALS

Extending eligibility for qualified chari-
table deduction for business donation of edu-
cational equipment and materials to public
schools, accredited or credentialed non-prof-
it child care providers, and public or non-
profit child care support entities.

IV. TAX DEDUCTION FOR SPECIFIC EDUCATIONAL

EXPENSES FOR INDIVIDUAL CHILD CARE PRO-

VIDERS

Exemption from the 2% floor on applicable
to miscellaneous itemized deductions is pro-
vided for educational expenses directly re-
lated to achieving or maintaining child care
accreditation or professional child care cre-
dentials for individuals deriving at least 60%
of their taxable income through the provi-
sion of child care services.

V. CHANGE IN HOME OFFICE DEDUCTION

Limited exception to the exclusive use rule
permitting mixed use of space for business
and personal purposes in the case of tax-
payers who conduct home-based business
while caring for dependents.

Revenue Estimate: 4.11 Billion over 10
years.

Revenue Offset: To offset these increases,
the dependent care tax credit is reduced (not
eliminated) for upper-income taxpayers and
the amount that an employee can place in a
dependent care assistance plan used to reim-
burse non-accredited or non-credential child
care is decreased. In addition, the amend-
ment expands the coordinated enforcement
efforts of the Internal Revenue Service and
the HHS Office of Child Support Enforce-
ment, which will significantly reduce the
amount of fraud related to illegal tax deduc-
tion and credit claims by non-custodial par-
ents.

For the Purpose of this Amendment:

The terms credential and accreditation are
used to refer to formal credentialing and ac-
creditation processes by a private non-profit
or public entity that is state recognized
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(minimum requirements: age-appropriate
health and safety standards, age-appropriate
developmental and educational activities as
an integral part of the program, outside
monitoring of the program/individual, ac-
creditation/credentialing instruments based
on peer-validated research, programs/facili-
ties meet any applicable state and local li-
censing requirements, and on-going staff de-
velopment-training which includes related
skills testing). There are several organiza-
tions and a few states that currently provide
accreditation and/or credentialing for early
childhood development programs, child care
and child care providers.

LEVIN (AND McCAIN) AMENDMENT
NO. 556

Mr. ROTH (for Mr. LEVIN for himself
and Mr. McCAIN) proposed an amend-
ment to the bill, S. 949, supra; as fol-
lows:

On page 267, between lines 15 and 16, insert
the following:

SEC. . SENSE OF THE SENATE REGARDING TAX
TREATMENT OF STOCK OPTIONS.

(a) FINDINGS.—The Senate finds that—

(1) currently businesses can deduct the
value of stock options as business expense on
their income tax returns, even though the
stock options are not treated as an expense
on the books of these same businesses; and

(2) stock options are the only form of com-
pensation that is treated in this way.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that the Committee on Fi-
nance of the Senate should hold hearings on
the tax treatment of stock options.

ENZI (AND OTHERS) AMENDMENT

NO. 557
Mr. ROTH (for Mr. ENZI for himself,
Mr. HAGEL, Mr. HUTCHINSON, Mr.

GRAMS, Mr. ROBERTS, Mr. INHOFE, Mr.
THOMAS, Mr. ALLARD, Mr. LUGAR, Mr.
SANTORUM, Mr. FRIST, Mr. BURNS, and
Mr. SESSIONS) proposed an amendment
to the bill, S. 949, supra; as follows:

At the appropriate place in the bill, insert
the following:

SEC. SENSE OF THE SENATE ON
TAXES.

(a) The Senate finds that whereas—

(1) The Federal estate tax punishes hard
working small business owners and discour-
ages savings and growth; and

(2) The Federal estate tax imposes an un-
fair economic burden on small businesses
and reduces their ability to survive and com-
pete with large corporations; and

(3) A reduction in Federal estate taxes for
family-owned farms and enterprises will help
to prevent the liquidation of small busi-
nesses that strengthen American commu-
nities by providing jobs and security;

(b) It is the Sense of the Senate that—

(1) The estate tax relief provided in this
bill is an important step that will enable
more family-owned farms and small busi-
nesses to survive and continue to provide
economic security and job creation in Amer-
ican communities; and

(2) Congress should eliminate the Federal
estate tax liability for family-owned busi-
nesses by the end of 2002 on a deficit-neutral
basis.

ESTATE

DODD AMENDMENT NO. 558
Mr. ROTH (for Mr. DODD) proposed an
amendment to the bill, S. 949, supra; as
follows:

On page 77, between lines 11 and 12, insert
the following:
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SEC. . TREATMENT OF CANCELLATION OF CER-
TAIN STUDENT LOANS.

(a) CERTAIN LOANS BY EXEMPT ORGANIZA-
TIONS.—

(1) IN GENERAL.—Paragraph (2) of section
108(f) (defining student loan) is amended by
striking ‘‘or” at the end of subparagraph (B)
and by striking subparagraph (D) and insert-
ing the following:

‘D) any educational organization de-
scribed in section 170(b)(1)(A)(ii) if such loan
is made—

‘(1) pursuant to an agreement with any en-
tity described in subparagraph (A), (B), or (C)
under which the funds from which the loan
was made were provided to such educational
organization, or

‘‘(ii) pursuant to a program of such edu-

cational organization which is designed to
encourage its students to serve in occupa-
tions with unmet needs or in areas with
unmet needs and under which the services
provided by the students (or former stu-
dents) are for or under the direction of a gov-
ernmental unit or an organization described
in section 501(c)(3) and exempt from tax
under section 501(a).
The term ‘student loan’ includes any loan
made by an educational organization so de-
scribed or by an organization exempt from
tax under section 501(a) to refinance a loan
meeting the requirements of the preceding
sentence.”

(2) EXCEPTION FOR DISCHARGES ON ACCOUNT
OF SERVICES PERFORMED FOR CERTAIN LEND-
ERS.—Subsection (f) of section 108 is amend-
ed by adding at the end the following new
paragraph:

““(3) EXCEPTION FOR DISCHARGES ON ACCOUNT
OF SERVICES PERFORMED FOR CERTAIN LEND-
ERS.—Paragraph (1) shall not apply to the
discharge of a loan made by an organization
described in paragraph (2)(D) (or by an orga-
nization described in paragraph (2)(E) from
funds provided by an organization described
in paragraph (2)(D)) if the discharge is on ac-
count of services performed for either such
organization.”

(b) CERTAIN STUDENT LOANS THE REPAY-
MENT OF WHICH IS INCOME CONTINGENT.—
Paragraph (1) of section 108(f) is amended by
striking ‘“‘any student loan if” and all that
follows and inserting ‘‘any student loan if—

““(A) such discharge was pursuant to a pro-
vision of such loan under which all or part of
the indebtedness of the individual would be
discharged if the individual worked for a cer-
tain period of time in certain professions for
any of a broad class of employers, or

‘“(B) in the case of a loan made under part
D of title IV of the Higher Education Act of
1965 which has a repayment schedule estab-
lished under section 455(e)(4) of such Act (re-
lating to income contingent repayments),
such discharge is after the maximum repay-
ment period under such loan (as prescribed
under such part).”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to dis-
charges of indebtedness after the date of the
enactment of this Act.

GRAMS AMENDMENT NO. 559

Mr. ROTH (for Mr. GRAMS) proposed
an amendment to the bill, S. 949, supra;
as follows:

“(j) QUALIFIED GAMES OF CHANCE.—

(1) IN GENERAL.—The term ‘unrelated trade
or business’ does not include the activity of
qualified games of chance.

(2) QUALIFIED GAMES OF CHANCE.—For pur-
poses of this subsection, the term ‘qualified
games of chance means any game of chance,
other than provided in subsection (f), con-
ducted by an organization if—

““(A) such organization is licensed pursuant
to State law to conduct such game,
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‘“(B) only organizations which are orga-
nized as nonprofit corporations or are ex-
empt from tax under section 501(a) may be so
licensed to conduct such game within the
State, and

“(C) the conduct of such game does not
violate State or local law.”

DORGAN AMENDMENTS NOS. 560-
561

Mr. ROTH (for Mr. DORGAN) proposed
two amendments to the bill, S. 949,
supra; as follows:

AMENDMENT No. 560

On page 211, between lines 5 and 6, insert
the following:

SEC. 724. DISTRIBUTIONS FROM INDIVIDUAL RE-
TIREMENT ACCOUNTS MAY BE USED
WITHOUT PENALTY TO REPLACE OR
REPAIR PROPERTY DAMAGED IN
PRESIDENTIALLY DECLARED DIS-
ASTER AREAS.

(a) IN GENERAL.—Section 72(t)(2) (relating
to exceptions to 10-percent additional tax on
early distributions), as amended by sections
203 and 303, is amended by adding at the end
the following new subparagraph:

‘(G) DISTRIBUTIONS FOR DISASTER-RELATED
EXPENSES.—Distributions from an individual
retirement plan which are qualified disaster-
related distributions.”

(b) QUALIFIED DISASTER-RELATED DISTRIBU-
TIONS.—Section 72(t), as amended by sections
203 and 303, is amended by adding at the end
the following new paragraph:

*“(9) QUALIFIED DISASTER-RELATED DISTRIBU-
TIONS.—For purposes of paragraph (2)(E)—

“‘(A) IN GENERAL.—The term ‘qualified dis-
aster-related distribution’ means any pay-
ment or distribution received by an indi-
vidual to the extent that the payment or dis-
tribution is used by such individual within 60
days of the payment or distribution to pay
for the repair or replacement of tangible
property which is disaster-damaged prop-
erty.

“(B) LIMITATIONS.—

‘(1) ONLY DISTRIBUTIONS WITHIN 2 YEARS.—
The term ‘qualified disaster-related distribu-
tion’ shall only include any payment or dis-
tribution which is made during the 2-year pe-
riod beginning on the date of the determina-
tion referred to in subparagraph (D).

¢“(ii) DOLLAR LIMITATION.—Such term shall
not include distributions to the extent the
amount of such distributions exceeds $10,000
during the 2-year period described in clause
@).

“(C) DISASTER-DAMAGED PROPERTY.—The
term ‘disaster-damaged property’ means
property—

‘(i) which was located in a disaster area on
the date of the determination referred to in
subparagraph (C), and

‘‘(ii) which was destroyed or substantially
damaged as a result of the disaster occurring
in such area.

‘(D) DISASTER AREA.—The term ‘disaster
area’ means an area determined by the Presi-
dent during 1997 to warrant assistance by the
Federal Government under the Robert T.
Stafford Disaster Relief and Emergency As-
sistance Act.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
and distributions after December 31, 1996,
with respect to disasters occurring after
such date.

SEC. 725. ELIMINATION OF 10 PERCENT FLOOR
FOR DISASTER LOSSES.

(a) GENERAL RULE.—Section 165(h)(2)(A)
(relating to net casualty loss allowed only to
the extent it exceeds 10 percent of adjusted
gross income) is amended by striking clauses
(i) and (ii) and inserting the following new
clauses:
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‘(i) the amount of the personal casualty
gains for the taxable year,

‘(i) the amount of the federally declared
disaster losses for the taxable year (or, if
lesser, the net casualty loss), plus

‘‘(iii) the portion of the net casualty loss

which is not deductible under clause (ii) but
only to the extent such portion exceeds 10
percent of the adjusted gross income of the
individual.
For purposes of the preceding sentence, the
term ‘net casualty loss’ means the excess of
personal casualty losses for the taxable year
over personal casualty gains.”

(b) FEDERALLY DECLARED DISASTER LOSS
DEFINED.—Section 165(h)(3) (relating to
treatment of casualty gains and losses) is
amended by adding at the end the following
new subparagraph:

‘“(C) FEDERALLY
LOSS.—

‘(i) IN GENERAL.—The term ‘federally de-
clared disaster loss’ means any personal cas-
ualty loss attributable to a disaster occur-
ring during 1997 in an area subsequently de-
termined by the President of the United
States to warrant assistance by the Federal
Government under the Robert T. Stafford
Disaster Relief and Emergency Assistance
Act.

‘“(ii) DOLLAR LIMITATION.—Such term shall
not include personal casualty losses to the
extent such losses exceed $10,000 for the tax-
able year.”

(c) CONFORMING AMENDMENT.—The heading
for section 165(h)(2) is amended by striking
“NET CASUALTY LOSS” and inserting ‘“NET
NONDISASTER CASUALTY LOSS” .

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to losses at-
tributable to disasters occurring after De-
cember 31, 1996, including for purposes of de-
termining the portion of such losses allow-
able in taxable years ending before such date
pursuant to an election under section 165(i)
of the Internal Revenue Code of 1986.

DECLARED DISASTER

On page 211, between lines 5 and 6, insert
the following:

SECTION 724. ABATEMENT OF INTEREST ON UN-
DERPAYMENTS BY TAXPAYERS IN
PRESIDENTIALLY DECLARED DIS-
ASTER AREAS.

(a) IN GENERAL.—Section 6404 (relating to
abatements) is amended by adding at the end
the following:

“(h) ABATEMENT OF INTEREST ON UNDER-
PAYMENTS BY TAXPAYERS IN PRESIDENTIALLY
DECLARED DISASTER AREAS.—

‘(1) IN GENERAL.—If the Secretary extends
for any period the time for filing income tax
returns under section 6081 and the time for
paying income tax with respect to such re-
turns under section 6161 (and waives any pen-
alties relating to the failure to so file or so
pay) for any individual located in a Presi-
dentially declared disaster area, the Sec-
retary shall abate for such period the assess-
ment of any interest prescribed under sec-
tion 6601 on such income tax.

‘(2) PRESIDENTIALLY DECLARED DISASTER
AREA.—For purposes of paragraph (1), the
term ‘Presidentially declared disaster area’
means, with respect to any individual, any
area which the President has determined
during 1997 warrants assistance for the Fed-
eral Government under the Robert T. Staf-
ford Disaster Relief and Emergency Assist-
ance.

“(3) INDIVIDUAL.—For purposes of this sub-
section, the term ‘individual’ shall not in-
clude any estate or trust.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to disasters
declared after December 31, 1996.
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BIDEN AMENDMENT NO. 562

Mr. ROTH (for Mr. BIDEN) proposed
an amendment to the bill, S. 949, supra;
as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . SURVIVOR BENEFITS FOR PUBLIC SAFE-
TY OFFICERS KILLED IN THE LINE
OF DUTY.

IN GENERAL.—Part III of subchapter B of
chapter 1 (relating to items specifically ex-
cluded from gross income) is amended by re-
designating section 138 as section 139 and by
inserting after section 137 the following new
section:

“SEC. 138. SURVIVOR BENEFITS ATTRIBUTABLE
TO SERVICE BY A PUBLIC SAFETY
OFFICER WHO IS KILLED IN THE
LINE OF DUTY.

‘“(a) IN GENERAL.—Gross income shall not
include any amount paid as a survivor annu-
ity on account of the death of a public safety
officer (as such term is defined in section
1204 of the Omnibus Crime Control and Safe
Streets Act of 1968) killed in the line of
duty—

‘(1) if such annuity is provided under a
governmental plan which meets the require-
ments of section 401(1) to the spouse (or a
former spouse) of the public safety officer or
to a child of such officer; and

‘“(2) to the extent such annuity is attrib-
utable to such officer’s service as a public
safety officer.

“(b) EXCEPTIONS.—

‘(1) IN GENERAL.—Subsection (a) shall not
apply with respect to the death of any public
safety officer if—

‘“(A) the death was caused by the inter-
national misconduct of the officer or by such
officer’s intention to bring about such offi-
cer’s death;

‘(B) the officer was voluntarily intoxi-
cated (as defined in section 1204 of the Omni-
bus Crime Control and Safe Streets Act of
1968) at the time of death; or

‘“(C) the officer was performing such offi-
cer’s duties in a grossly negligent manner at
the time of death.

¢“(2) EXCEPTION FOR BENEFITS PAID TO CER-
TAIN INDIVIDUALS.—Subsection (a) shall not
apply to any payment to an individual whose
actions were a substantial contributing fac-
tor at the death of the officer.

(b) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts received in taxable years beginning
after December 31, 1996, with respect to indi-
viduals dying after such date.

DODD (AND D’AMATO)
AMENDMENT NO. 563

Mr. ROTH (for Mr. DobD for himself
and Mr. D’AMATO) proposed an amend-
ment to the bill, S. 949, supra; as fol-
lows:

On page 267, between lines 15 and 16, insert
the following:

SEC. TREATMENT OF CERTAIN DISABILITY
BENEFITS RECEIVED BY FORMER
POLICE OFFICERS OR FIRE-
FIGHTERS.

(a) GENERAL RULE.—For purposes of deter-
mining whether any amount to which this
section applies is excludable from gross in-
come under section 104(a)(1) of the Internal
Revenue Code of 1986, the following condi-
tions shall be treated as personal injuries or
sickness in the course of employment:

(1) Heart disease.

(2) Hypertension.

(b) AMOUNTS TO WHICH SECTION APPLIES.—
his section shall apply to any amount—

(1) which is payable—

(A) to an individual (or to the survivors of
an individual) who was a full-time employee
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of any police department or fire department
which is organized and operated by a State,
by any political subdivision thereof, or by
any agency or instrumentality of a State or
political subdivision thereof, and

(B) under a State law (as in existence on
July 1, 1992) which irrebuttably presumed
that heart disease and hypertension are
work-related illnesses but only for employ-
ees separating from service before such date;
and

(2) which is received in calendar year 1989,
1990, or 1991.

For purposes of the preceding sentence, the
term ‘‘State’ includes the District of Colum-
bia.

(c) WAIVER OF STATUTE OF LIMITATIONS.—
If, on the date of the enactment of this Act
(or at any time within the 1-year period be-
ginning on such date of enactment) credit or
refund of any overpayment of tax resulting
from the provisions of this section is barred
by any law or rule of law, credit or refund of
such overpayment shall, nevertheless, be al-
lowed or made if claim therefore is filed be-
fore the date 1 year after such date of enact-
ment.
SECTION . REMOVAL OF DOLLAR LIMITATION

ON BENEFIT PAYMENTS FROM A DE-

FINED BENEFIT PLAN MAINTAINED

FOR CERTAIN POLICE AND FIRE EM-

PLOYEES.

(a) IN GENERAL.—Subparagraph (G) of sec-
tion 415(b)(2) of the Internal Revenue Code of
1986 is amended by striking ‘‘participant—"’
and all that follows and inserting ‘‘partici-
pant, subparagraphs (C) and (D) of this para-
graph and subparagraph (B) of paragraph (1)
shall not apply.”’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 1996.

BOXER AMENDMENT NO. 564

Mr. ROTH (for Mrs. BOXER) proposed
an amendment to the bill, S. 949, supra;
as follows:

On page 208, between lines 16 and 17, insert
the following:

SEC. DIVERSIFICATION IN SECTION 401(k)
PLAN INVESTMENTS.

(a) LIMITATIONS ON INVESTMENT IN EM-
PLOYER SECURITIES AND EMPLOYER REAL
PROPERTY BY CASH OR DEFERRED ARRANGE-
MENTS.—Section 407(d)(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1107(d)(3)) is amended by adding at the
end the following:

“(D)(i) The term ‘eligible individual ac-
count plan’ does not include that portion of
an individual account plan that consists of
elective deferrals (as defined in section
402(2)(3) of the Internal Revenue Code of 1986)
pursuant to a qualified cash or deferred ar-
rangement as defined in section 401(k) of the
Internal Revenue Code of 1986 (and earnings
allocable thereto) are required to be invested
in qualifying employer securities or quali-
fying employer real property or both pursu-
ant to the documents and instruments gov-
erning the plan or at the direction of a per-
son other than the participant on whose be-
half such elective deferrals are made to the
plan (or the participant’s beneficiary).

‘(ii) For purposes of subsection (a), such
portion shall be treated as a separate plan.

‘“(iii) This subparagraph shall not apply to
an individual account plan if the fair market
value of the assets of all individual account
plans maintained by the employer equals not
more than 10 percent of the fair market
value of the assets of all pension plans main-
tained by the employer.

‘(iv) This subparagraph shall not apply to
an individual account plan that is an em-
ployee stock ownership plan as defined in
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section 409(a) or 4975(e)(7) of the Internal
Revenue Code.”.

(v) This subparagraph shall not apply to an
individual account plan if not more than 1
percent of an employees eligible compensa-
tion deposited to the plan as an elective de-
ferral (as so defined) is required to be in-
vested in the qualifying employer securities.

(b) EFFECTIVE DATE.—(1) IN GENERAL.—The
amendments made by this section shall
apply to employer securities and employer
real property acquired after the beginning of
the first plan year beginning after the 90th
day after the date of enactment of this Act.

(2) SPECIAL RULE FOR CERTAIN ACQUISI-
TIONS.—Employer securities and employer
real property acquired pursuant to a binding
written contract to acquire such securities
and real property in effect on the date of en-
actment of this Act and at all times there-
after, shall be treated as acquired imme-
diately before such date.

DASCHLE AMENDMENT NO. 565

Mr. ROTH (for Mr. DASCHLE) pro-
posed an amendment to the bill, S. 949,
supra; as follows:

Beginning on page 189, line 24, strike ‘“‘and”
and all that follows through page 190, line 1,
and insert the following:

“(IIT) capital expenditures related to rail
operations for Class II or Class III rail car-
riers in the State,

“(IV) any project that is eligible to receive
funding under section 5309, 5310, or 5311 of
title 49, United States Code,

(V) any project that is eligible to receive
funding under section 130 of title 23, United
States Code, and

‘“(VI) the payment of interest.

Mr. DASCHLE. Mr. President, I ask
unanimous consent that additional ma-
terial be printed in the RECORD.

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

DASCHLE AMENDMENT TO S. 949 TO EXPAND
USES OF INTERCITY PASSENGER RAIL FUND
FOR NON-AMTRAK STATES

LIMITATIONS PROPOSED BY S. 949

The Finance Committee bill creates an
Intercity Passenger Rail Fund financed by
0.5 cent per gallon of the federal fuel excise
taxes primarily to finance Amtrak. The bill
also sets aside 1% of annual program funds
per year for each state with no Amtrak serv-
ice. The six states currently lacking Amtrak
service are South Dakota, Wyoming, Okla-
homa, Maine, Alaska and Hawaii. However,
the bill limits the use of those funds by non-
Amtrak States to: (1) intercity passenger
rail or bus service capital improvements and
maintenance, or (2) The purchase of inter-
city passenger rail services from the Na-
tional Railroad Passenger Corporation.

PROBLEMS POSED TO NON-AMTRAK STATES

South Dakota and some of the other non-
Amtrak states have no passenger rail service
and only limited intercity bus service. This
type of funding would not significantly ben-
efit these states, nor could they wisely in-
vest funds in such service.

AMENDMENT ALLOWS NON-AMTRAK STATES TO
USE FUNDS PRODUCTIVELY

The amendment would expand the use of
funding provided to non-Amtrak states
under this provision to include the expendi-
ture of such funds for:

1. Rural and public transportation projects
that are eligible for funding under Sections
5309 (discretionary transit-urban areas), 5310
(transit capital for the elderly and handi-
capped), and 5311 (rural transit capital and
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operations) of Title 49 USC. Rural public
transportation (a portion of which is inter-
city in nature in transporting elderly and
disabled from small towns to larger cities for
medical care, shopping and other purposes,
as well as providing local nutritional needs
and mobility) is extremely important and
needed in South Dakota in order to deal with
the vast aging population in a sparsely popu-
lated area. During FY 1996 in the State, rural
public transportation operators provided
1,114,672 rides and traveled 2,102,414 miles
transporting the elderly and disabled of
which over 50% of the rides were for medical,
employment and nutritional needs. However,
only about two-thirds of the State currently
has access to limited Public Transportation,
and over half of the existing transit vehicles
in the providers’ fleets are older than 7 years
or have over 1000,000 miles. Therefore this
funding would address significant public
transit needs.

2. Rail/highway crossing safety projects
that are eligible for funding under Section
130 of Title 23, USC. Only 219 out of 2025 of
South Dakota’s rail/highway crossings are
signalized, and there is a tremendous unmet
need to improve the safety of rail/highway
crossings in the state.

3. Capital expenditures related to rail oper-
ations for Class II and Class III railroads
within the state. Only railroads that are pri-
marily regional carriers-not large railroads
would be eligible for assistance. This is ex-
tremely important for states like South Da-
kota which depends on regional carriers and
has made a major investment on its own and
currently owns approximately 50% of the rail
lines operating in the state in order to pro-
vide a core rail transportation system to
benefit the state’s agricultural economy.

———————

NOTICE OF HEARING

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. MURKOWSKI. Mr. President, I
would like to announce for the public
that two joint oversight hearings have
been scheduled before the Committee
on Energy and Natural Resources and
the House Resources Committee.

The hearings will take place Wednes-
day, July 9, 1997 at 11 a.m. and Thurs-
day, July 10, 1997 at 9:30 a.m. in room
SD-366 of the Dirksen Senate Office
Building in Washington, D.C.

The purpose of the hearings is to re-
ceive testimony on the Final Draft of
the Tongass Land Management Plan as
the first step in the congressional re-
view process provided by the 1996
amendments to the Regulatory Flexi-
bility Act.

Those who wish to submit written
statements should write to the Com-
mittee on Energy and Natural Re-
sources, U.S. Senate, Washington, D.C.
20510. For further information, please
call Judy Brown or Mark Rey at (202)
224-6170.

———

AUTHORITY FOR COMMITTEES TO
MEET

COMMITTEE ON COMMERCE, SCIENCE, AND
TRANSPORTATION

Mr. ROTH. Mr. President, I ask unan-
imous consent that the Committee on
Commerce, Science and Transportation
be authorize to meet on Thursday,
June 26, 1997, at 2 p.m. on pending com-
mittee business.

S6553

The PRESIDING OFFICER. Without
objection, it is so ordered.
COMMITTEE ON ENERGY AND NATURAL
RESOURCES
Mr. ROTH. Mr. President, I ask unan-
imous consent that the Committee on
Energy and Natural Resources be
granted permission to meet during the
session of the Senate on Thursday,
June 26 for purposes of conducting a
Subcommittee on Forests and Public
Land Management hearing which is
scheduled to begin at 9:30 a.m.
The PRESIDING OFFICER. Without
objection, it is so ordered.
COMMITTEE ON ENERGY AND NATURAL
RESOURCES
Mr. ROTH. Mr. President, I ask unan-
imous consent that the Committee on
Energy and Natural Resources be
granted permission to meet during the
session of the Senate on Thursday,
June 26 for purposes of conducting a
Subcommittee on National Parks, His-
toric Preservation, and Recreation
hearing which is scheduled to begin at
2 p.m.
THE PRESIDING OFFICER. Without
objection, it is so ordered.
COMMITTEE ON GOVERNMENTAL AFFAIRS
Mr. ROTH. Mr. President, I ask unan-
imous consent on behalf of the Govern-
mental Affairs Committee to meet on
Thursday, June 26, at 4 p.m. for a busi-
ness meeting on issues relating to the
matter of issuing subpoenas for the
special investigation hearings.
THE PRESIDING OFFICER. Without
objection, it is so ordered.
COMMITTEE ON SMALL BUSINESS
Mr. ROTH. Mr. President, I ask unan-
imous consent that the Committee on
Small Business be authorized to meet
during the session of the Senate on
Thursday, June 26, 1997, to markup leg-
islation pending in the Committee. The
markup will begin at 9:30 a.m. in room
428A of the Russell Senate Office Build-
ing.
THE PRESIDING OFFICER. Without
objection, it is so ordered.
SUBCOMMITTEE ON CLEAN AIR, WETLANDS,
PRIVATE PROPERTY, AND NUCLEAR SAFETY
Mr. ROTH. Mr. President, I ask unan-
imous consent that the Subcommittee
on Clean Air, Wetlands, Private Prop-
erty, and Nuclear Safety be granted
permission to conduct an oversight
hearing Thursday, June 26, 1997, 9:30
a.m., Hearing Room (SD-406), on recent
administrative changes and judicial de-
cisions relating to Section 404 of the
Federal Water Pollution Control Act.
THE PRESIDING OFFICER. Without
objection, it is so ordered.
SUBCOMMITTEE ON INTERNATIONAL ECONOMIC
POLICY, EXPORT AND TRADE PROMOTION
Mr. ROTH. Mr. President, I ask unan-
imous consent that the Subcommittee
on International Economic Policy, Ex-
port and Trade Promotion of the Com-
mittee on Foreign Relations be author-
ized to meet during the session of the
Senate on Thursday, June 26, 1997, at
9:30 a.m. to hold a hearing.
The PRESIDING OFFICER. Without
objection, it is so ordered.
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