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LIEBERMAN, Mr. MCCAIN, Mr. MUR-
KOWSKI, Mr. ROBERTS, Mr. SESSIONS,
Mr. SHELBY, Mr. SMITH of New Hamp-
shire, Mr. TORRICELLI, and Mr. WAR-
NER):

S. 1133. A bill to amend the Internal Reve-
nue Code of 1986 to allow tax-free expendi-
tures from education individual retirment
accounts for elementary and secondary
school expenses and to increase the maxi-
mum annual amount of contributions to
such accounts; to the Committee on Finance.

By Mrs. MURRAY (for herself, Mr.
CRAIG, Mr. WYDEN, Mr. BAUCUS, Mr.
MURKOWSKI, Mr. SMITH of Oregon, Mr.
BURNS, Mr. GORTON, and Mr.
KEMPTHORNE):

S. 1134. A bill granting the consent and ap-
proval of Congress to an interstate forest fire
protection compact; to the Committee on
the Judiciary.

By Mr. MCCONNELL:
S. 1135. A bill to provide certain immuni-

ties from civil liability for trade and profes-
sional associations, and for other purposes;
to the Committee on the Judiciary.

By Mr. DURBIN:
S. 1136. A bill to amend the Employee Re-

tirement Income Security Act of 1974 to pro-
vide that the State preemption rules shall
not apply to certain actions under State law
to protect health insurance policyholders; to
the Committee on Labor and Human Re-
sources.

S. 1137. A bill to amend section 258 of the
Communications Act of 1934 to establish ad-
ditional protections against the unauthor-
ized change of subscribers from one tele-
communications carrier to another; to the
Committee on Commerce, Science, and
Transportation.

By Mr. HELMS (for himself, Mr.
BROWNBACK, Mr. BURNS, Mr. HAGEL,
and Mr. ROBERTS):

S. 1138. A bill to reform the coastwise,
intercoastal, and noncontiguous trade ship-
ping laws, and for other purposes; to the
Committee on Commerce, Science, and
Transportation.

f

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

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

By Mr. THURMOND:
S. Res. 111. A resolution designating the

week beginning September 14, 1997, as ‘‘Na-
tional Historically Black Colleges and Uni-
versities Week’’, and for other purposes; to
the Committee on the Judiciary.

By Mr. ASHCROFT (for himself and
Mr. FEINGOLD):

S. Res. 112. A resolution condemning the
most recent outbreak of violence in the Re-
public of Congo and recognizing the threat
such violence poses to the prospects for a
stable democratic form of government in
that country; to the Committee on Foreign
Relations.

By Mr. GRAHAM:
S. Res. 113. A resolution congratulating the

people of Jamaica on the occasion of the 35th
anniversary of their nation’s independence
and expressing support for the continuation
of strong ties between Jamaica and the Unit-
ed States; to the Committee on Foreign Re-
lations.

By Mr. TORRICELLI (for himself and
Mr. BROWNBACK):

S. Res. 114. A resolution expressing the
sense of the Senate that the transfer of Hong
Kong to the People’s Republic of China not
alter the current or future status of Taiwan
as a free and democratic country; to the
Committee on Foreign Relations.

By Mrs. BOXER (for herself and Mr.
JOHNSON):

S. Res. 115. A resolution expressing support
for a National Day of Unity in response to
the President’s call for a national dialogue
on race; to the Committee on the Judiciary.

By Mr. LEVIN (for himself and Mr.
JEFFORDS):

S. Res. 116. A resolution designating No-
vember 15, 1997, and November 15, 1998, as
‘‘America Recycles Day’’; to the Committee
on the Judiciary.

By Mr. LUGAR (for himself and Mr.
ROCKEFELLER):

S. Con. Res. 47. A concurrent resolution ex-
pressing the sense of Congress that the Unit-
ed States Government should fully partici-
pate in EXPO 2000 in the year 2000, in Han-
over, Germany, and should encourage the
academic community and the private sector
in the United States to support this worth-
while undertaking; to the Committee on For-
eign Relations.

By Mr. KYL (for himself, Mrs. FEIN-
STEIN, Mr. SHELBY, Mr. ALLARD, Mr.
ASHCROFT, Mr. BROWNBACK, Mr.
BURNS, Mr. D’AMATO, Mr. INHOFE, Mr.
JOHNSON, Ms. MIKULSKI, and Mr.
SPECTER):

S. Con. Res. 48. A concurrent resolution ex-
pressing the sense of the Congress regarding
proliferation of missile technology from Rus-
sia to Iran; to the Committee on Foreign Re-
lations.

By Mr. LEVIN (for himself and Mr.
JEFFORDS):

S. Con. Res. 49. A concurrent resolution au-
thorizing use of the Capitol Grounds for
‘‘America Recycles Day’’ national kick-off
campaign; to the Committee on Govern-
mental Affairs.

f

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. ALLARD:
S. 1094. A bill to authorize the use of

certain public housing operating funds
to provide tenant-based assistance to
public housing residents; to the Com-
mittee on Banking, Housing, and
Urban Affairs.

THE CRIME VICTIM HOUSING VOUCHERS BILL
JULY 30, 1997

Mr. ALLARD. Today, Mr. President,
I would like to introduce a bill that
would provide for more public housing
vouchers. I have been working on this
issue in the Housing Subcommittee,
and it is my hope that a similar provi-
sion will be placed in the Public Hous-
ing bill.

The original intent of the Federal
housing assistance program was to pro-
vide temporary housing to poor indi-
viduals and families. Since their incep-
tion, federal housing programs have
grown dramatically. Today they pro-
vide $25 billion per year in housing as-
sistance.

In my view, the voucher program is
the best means for low-income families
to find secure affordable rental hous-
ing. The voucher program first began
in 1974 and has grown to serve over 1.5
million low-income families today.
These families are empowered with the
choice of where they want to live and
are given the freedom to determine
what surroundings they desire. Vouch-
ers are the preferable means of provid-
ing affordable housing to low-income
individuals.

Vouchers enjoy wide support, includ-
ing past Republican and Democratic
administrations. In fact, the current
Secretary of HUD, Secretary Andrew
Cuomo supports an expanded voucher
program.

Vouchers are very popular, which is
demonstrated by the 1.5 million fami-
lies who are currently using vouchers
or certificates. Vouchers empower indi-
viduals and promote competition with-
in Public Housing Authorities and
within the community, thereby lower-
ing costs and improving conditions for
the residents. Vouchers or other alter-
natives can be less expensive than the
current public housing program; they
can save the government money, and
improve conditions for the tenants.

Studies have indicated that project-
based housing assistance costs more on
average than the voucher housing pro-
gram. In fact, the findings of the June
1995 GAO report indicated that housing
vouchers cost 10 percent less than
project-based housing. This study
clearly demonstrated that on a na-
tional average, the section 8 tenant-
based housing program is cheaper than
the public unit-based housing program.
In fact, one can say that the savings
from the movement to vouchers would
amount to $640 million per year which
could add additional housing assist-
ance.

Under this legislation, ten percent of
the public housing operating funds that
are distributed to each public housing
authority would be made available for
those who currently live in the public
housing unit and wish to be given a
voucher. Nothing would be required or
mandated; it is simply a choice given
to the resident. In fact, we make clear
that any unexpended amounts set aside
for vouchers would be used by the
PHAs for normal operating funds.

Quite frankly, I really don’t know
how anyone could oppose this provision
unless they are just opposed to giving
people a choice and an opportunity.

The language that I have proposed
also establishes a preference for crime
victims. It states that a voucher will
be made available to any resident of
public housing who is the victim of a
crime of violence that has been re-
ported to law enforcement. People
should have the option of vouchers
when their housing is unsafe.

My strong belief is that we should in-
crease the pace at which we move
ahead with the conversion of housing
from the old central planning and con-
centrated public housing model, to one
of choice and opportunities through
the use of vouchers.

By Mr. ROBERTS (for himself,
Mr. BINGAMAN, Mr. BROWNBACK,
Mr. CAMPBELL, Mr. DOMENICI
and Mr. INOUYE):

S. 1095. A bill to enhance the admin-
istrative authority of the respective
presidents of Haskell Indian Nations
University and the Southwestern In-
dian Polytechnic Institute, and for
other purposes; to the Committee on
Indian Affairs.
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THE HASKELL INDIAN NATIONS UNIVERSITY AND

SOUTHWESTERN INDIAN POLYTECHNIC INSTI-
TUTE ADMINISTRATIVE SYSTEMS ACT OF 1997

Mr. ROBERTS. Mr. President, I rise
today to introduce the Haskell Indian
Nations University and Southwestern
Indian Polytechnic Institute Adminis-
trative Systems Act of 1997. I am
pleased to have my colleagues, Sen-
ators SAM BROWNBACK, JEFF BINGAMAN,
PETE DOMENICI, and DANIEL INOUYE,
and Indian Affairs Committee Chair-
man Senator BEN NIGHTHORSE CAMP-
BELL as cosponsors. This legislation
will provide Haskell Indian Nations
University and Southwestern Indian
Polytechnic Institute the administra-
tive authority and flexibility to com-
plete their transitions from two year
institutions to a 4-year university for
Haskell, and a national community
college for SIPI.

Located in Lawrence, KS, Haskell is
an educational institution rich in his-
tory and opportunity for American In-
dian and Alaskan Native communities.
Founded in 1884 as the United States
Indian Industrial Training School, Has-
kell has grown from a school providing
agricultural education for grades one
through five to a fully accredited four-
year university. In October 1993, Has-
kell changed its name from Haskell In-
dian Junior College to Haskell Indian
Nations University after receiving ac-
creditation to offer a bachelor of
science degree in elementary teacher
education. Since its inception, Haskell
has provided tuition-free education,
culturally sensitive curricula, innova-
tive services and a commitment to aca-
demic excellence to federally recog-
nized tribal members. With as many as
175 tribes represented in the student
body, Haskell offers Native American
history, institutions, arts, literature,
and language courses integrating the
perspectives of various Native Amer-
ican cultures. Haskell continues devel-
opment of 4-year programs in other
fields, striving to meet the challenge of
enriching the lives of young native
Americans and Alaska Natives.

I support Haskell’s vision to become
a national center for Indian education,
research, and cultural programs; in-
creasing the knowledge and supporting
the educational needs of American In-
dians and Alaskan Natives. This legis-
lation, which allows the institution to
remain within the Bureau of Indian Af-
fairs and employees to continue par-
ticipation in Federal retirement and
health benefit programs, provides the
Haskell president and Board of Regents
authority over organizational struc-
ture, classification of positions, re-
cruitment, procurement, and deter-
mination of all human resource poli-
cies and procedures. In short, this leg-
islation completes Haskell’s transition
by giving the school the autonomy en-
joyed by the tribally controlled com-
munity colleges and BIA elementary
and secondary schools. As Haskell con-
tinues to change and meet the edu-
cational demands of native Americans
and Alaskan Natives into the 21st Cen-
tury, so too should the system by
which Haskell is administered change

and grow. The Haskell Indian Nations
University and Southwestern Indian
Polytechnic Institute Administrative
Systems Act of 1997 complements the
educational and administrative efforts
of these schools, giving Haskell and
SIPI the support and flexibility re-
quired to progress and develop into
outstanding institutions of higher
learning. My Kansas colleague, Rep-
resentative VINCENT SNOWBARGER, has
introduced this bill in the House of
Representatives.

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

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

S. 1095
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Haskell In-
dian Nations University and Southwestern
Indian Polytechnic Institute Administrative
Systems Act of 1997’’.
SEC. 2. FINDINGS.

The Congress finds that—
(1) the provision of culturally sensitive

curricula for higher education programs at
Haskell Indian Nations University and the
Southwestern Indian Polytechnic Institute
is consistent with the commitment of the
Federal Government to the fulfillment of
treaty obligations to Indian tribes through
the principle of self-determination and the
use of Federal resources; and

(2) giving a greater degree of autonomy to
those institutions, while maintaining them
as an integral part of the Bureau of Indian
Affairs, will facilitate—

(A) the transition of Haskell Indian Na-
tions University to a 4-year university; and

(B) the administration and improvement of
the academic program of the Southwestern
Indian Polytechnic Institute.
SEC. 3. DEFINITIONS.

For purposes of this Act—
(1) HASKELL INDIAN NATIONS UNIVERSITY.—

The term ‘‘Haskell Indian Nations Univer-
sity’’ means Haskell Indian Nations Univer-
sity, located in Lawrence, Kansas.

(2) SOUTHWESTERN INDIAN POLYTECHNIC IN-
STITUTE.—The term ‘‘Southwestern Indian
Polytechnic Institute’’ means the South-
western Indian Polytechnic Institute, lo-
cated in Albuquerque, New Mexico.

(3) RESPECTIVE INSTITUTIONS, ETC.—The
terms ‘‘respective institutions’’ and ‘‘institu-
tions to which this Act applies’’ mean Has-
kell Indian Nations University and the
Southwestern Indian Polytechnic Institute.

(4) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of the Interior.
SEC. 4. PERSONNEL MANAGEMENT.

(a) INAPPLICABILITY OF CERTAIN CIVIL SERV-
ICE LAWS.—Chapters 51, 53, and 63 of title 5,
United States Code (relating to classifica-
tion, pay, and leave, respectively) and the
provisions of such title relating to the ap-
pointment, performance evaluation, pro-
motion, and removal of civil service employ-
ees shall not apply to applicants for employ-
ment with, employees of, or positions in or
under either of the institutions to which this
Act applies.

(b) ALTERNATIVE PERSONNEL MANAGEMENT
PROVISIONS.—

(1) IN GENERAL.—The president of each of
the respective institutions shall by regula-
tion prescribe such personnel management
provisions as may be necessary, in the inter-
est of effective administration, to replace
the provisions of law that are inapplicable

with respect to such institution by reason of
subsection (a).

(2) PROCEDURAL REQUIREMENTS.—Regula-
tions under this subsection—

(A) shall be prescribed in consultation with
the board of regents (or, if none, the govern-
ing body) of the institution involved and
other appropriate representative bodies;

(B) shall be subject to the requirements of
subsections (b) through (e) of section 553 of
title 5, United States Code; and

(C) shall not take effect except with the
prior written approval of the Secretary.

(c) SPECIFIC SUBSTANTIVE REQUIREMENTS.—
Under the regulations prescribed for an insti-
tution under this section—

(1) no rate of basic pay may, at any time,
exceed—

(A) in the case of an employee who would
otherwise be subject to the General Sched-
ule, the maximum rate of basic pay then cur-
rently payable for grade GS–15 of the Gen-
eral Schedule (including any amount payable
under section 5304 of title 5, United States
Code, or other similar authority for the lo-
cality involved); or

(B) in the case of an employee who would
otherwise be subject to subchapter IV of
chapter 53 of title 5, United States Code (re-
lating to prevailing rate systems), the maxi-
mum rate of basic pay which (but for this
section) would then otherwise be currently
payable under the wage schedule covering
such employee;

(2) section 5307 of title 5, United States
Code (relating to limitation on certain pay-
ments) shall apply, subject to such defini-
tional and other modifications as may be
necessary in the context of the applicable al-
ternative personnel management provisions
under this section;

(3) procedures shall be established for the
rapid and equitable resolution of grievances;

(4) no employee may be discharged without
notice of the reasons therefor and oppor-
tunity for a hearing under procedures that
comport with the requirements of due proc-
ess, except that this paragraph shall not
apply in the case of an employee serving a
probationary or trial period under an initial
appointment; and

(5) employees serving for a period specified
in or determinable under an employment
agreement shall, except as otherwise pro-
vided in the agreement, be notified at least
30 days before the end of such period as to
whether their employment agreement will be
renewed.

(d) RULE OF CONSTRUCTION.—Nothing in
this section shall be considered to affect the
applicability of—

(1) any provision of law providing for—
(A) equal employment opportunity;
(B) Indian preference; or
(C) veterans’ preference;
(2) any provision of chapter 23 of title 5,

United States Code, or any other provision of
such title, relating to merit system prin-
ciples or prohibited personnel practices; or

(3) chapter 71 of title 5, United States Code,
relating to labor-management and employee
relations.

(e) LABOR-MANAGEMENT PROVISIONS.—
(1) COLLECTIVE-BARGAINING AGREEMENTS.—

Any collective-bargaining agreement in ef-
fect on the day before the applicable effec-
tive date under subsection (f)(1) shall con-
tinue to be recognized by the institution in-
volved until altered or amended pursuant to
law.

(2) EXCLUSIVE REPRESENTATIVE.—Nothing
in this Act shall affect the right of any labor
organization to be accorded (or to continue
to be accorded) recognition as the exclusive
representative of any unit of employees.
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(3) OTHER PROVISIONS.—Matters made sub-

ject to regulation under this section shall
not be subject to collective bargaining.

(f) EFFECTIVE DATE.—
(1) ALTERNATIVE PERSONNEL MANAGEMENT

PROVISIONS.—Any alternative personnel man-
agement provisions under this section shall
take effect on such date as may be specified
in the regulations applicable with respect to
the institution involved, except that in no
event shall the date specified be later than 1
year after the date of the enactment of this
Act.

(2) PROVISIONS MADE INAPPLICABLE BY THIS
SECTION.—Subsection (a) shall, with respect
to an institution, take effect as of the effec-
tive date specified with respect to such insti-
tution under paragraph (1).

(g) APPLICABILITY.—
(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the alternative per-
sonnel management provisions under this
section shall apply with respect to all appli-
cants for employment with, all employees of,
and all positions in or under the institution
involved.

(2) CURRENT EMPLOYEES NOT COVERED EX-
CEPT PURSUANT TO A VOLUNTARY ELECTION.—

(A) IN GENERAL.—An employee serving with
an institution on the day before the applica-
ble effective date under subsection (f)(1)
shall not be subject to such institution’s al-
ternative personnel management provisions
(and shall instead, for purposes of such insti-
tution, be treated in the same way as if this
section had not been enacted, notwithstand-
ing subsection (a)) unless, before the end of
the 5-year period beginning on such effective
date, such employee elects to be covered by
such provisions.

(B) PROCEDURES.—An election under this
paragraph shall be made in such form and in
such manner as may be required under the
regulations, and shall be irrevocable.

(3) TRANSITION PROVISIONS.—
(A) PROVISIONS RELATING TO ANNUAL AND

SICK LEAVE.—Any individual who—
(i) makes an election under paragraph (2),

or
(ii) on or after the applicable effective date

under subsection (f)(1), is transferred, pro-
moted, or reappointed, without a break in
service of 3 days or longer, to a position
within an institution to which this Act ap-
plies from a position with the Federal Gov-
ernment or the government of the District of
Columbia,
shall be credited, for the purpose of the leave
system provided under regulations pre-
scribed under this section, in conformance
with the requirements of section 6308 of title
5, United States Code, with the annual and
sick leave to such individual’s credit imme-
diately before the effective date of such elec-
tion, transfer, promotion, or reappointment,
as the case may be.

(B) LIQUIDATION OF REMAINING LEAVE UPON
TERMINATION.—

(i) ANNUAL LEAVE.—Upon termination of
employment with an institution to which
this Act applies, any annual leave remaining
to the credit of an individual within the pur-
view of this section shall be liquidated in ac-
cordance with section 5551(a) and section 6306
of title 5, United States Code.

(ii) SICK LEAVE.—Upon termination of em-
ployment with an institution to which this
Act applies, any sick leave remaining to the
credit of an individual within the purview of
this section shall be creditable for civil serv-
ice retirement purposes in accordance with
section 8339(m) of title 5, United States Code,
except that leave earned or accrued under
regulations prescribed under this section
shall not be so creditable.

(C) TRANSFER OF REMAINING LEAVE UPON
TRANSFER, PROMOTION, OR REEMPLOYMENT.—
In the case of an employee of an institution

to which this Act applies who is transferred,
promoted, or reappointed, without a break in
service of 3 days or longer, to a position in
the Federal Government (or the government
of the District of Columbia) under a different
leave system, any leave remaining to the
credit of that individual which was earned or
credited under the regulations prescribed
under this section shall be transferred to
such individual’s credit in the employing
agency on an adjusted basis in accordance
with section 6308 of title 5, United States
Code.

(4) WORK-STUDY.—Nothing in this section
shall be considered to apply with respect to
a work-study student, as defined by the
president of the institution involved, in writ-
ing.
SEC. 5. DELEGATION OF PROCUREMENT AU-

THORITY.
The Secretary shall, to the maximum ex-

tent consistent with applicable law and sub-
ject to the availability of appropriations
therefor, delegate to the president of each of
the respective institutions procurement and
contracting authority with respect to the
conduct of the administrative functions of
such institution.
SEC. 6. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated to
each of the respective institutions for fiscal
year 1998, and for each fiscal year there-
after—

(1) the amount of funds made available by
appropriations as operations funding for the
administration of such institution for fiscal
year 1997; and

(2) such additional sums as may be nec-
essary for the operation of such institution
pursuant to this Act.

Mr. BINGAMAN. Mr. President, I am
pleased to join my colleague from the
State of Kansas, Senator ROBERTS, in
introducing a bill that will enable two
Tribal Colleges to pursue their mis-
sions without the burden of unneces-
sary Federal regulations. Like Haskell
Indian Nations University, the South-
western Indian Polytechnic Institute of
Albuquerque (SIPI) is one of about 30
Tribal Colleges that is supported by
the Bureau of Indian Affairs. Many of
the students at these colleges are the
first in their families to attend college,
and having a Tribal College near their
home and in tune with their tradition
is critical to their education and eco-
nomic success. Both Haskell and SIPI
have grown in academic stature in the
past few decades. SIPI recently marked
its 25th anniversary and adopted a
Master Plan that will guide the growth
of its programs and facilities beyond
the year 2000.

A recent report by the Carnegie
Foundation for the Advancement of
Teaching entitled ‘‘Native American
Colleges: Progress and Prospects,’’ doc-
uments the critical role that these col-
leges play in offering Native Americans
access to higher education. This report
also traces the history of the relation-
ship between the Federal government
and Tribal Colleges. Haskell and SIPI
are the only Tribal Colleges that are
administered by the Bureau of Indian
Affairs, and as a result are bound by
the personnel regulations that apply to
Federal agencies. At one time, this pol-
icy made sense and allowed these two
universities to establish an administra-
tive infrastructure and academic pro-

grams. But as the Carnegie Foundation
report points out, the relationship be-
tween the Federal government and
Tribal Colleges should evolve as the in-
stitutions take on more self-deter-
mination. The time has come to enact
legislation that reflects the growth of
these institutions.

The Federal personnel regulations
imposed on SIPI and Haskell are inap-
propriate for institutions of higher
education and are not recognized by ac-
creditation organizations. This bill
would allow Haskell and SIPI to estab-
lish independent authority over their
personnel policies and practices. There
is a world of difference between a Fed-
eral agency and a thriving institution
of higher education, and these dif-
ferences should be reflected in their
personnel classification, pay systems,
and policies for hiring and promotion.
SIPI needs the authority to hire and
promote faculty and staff on the basis
of their intellect and the excellence of
their teaching, research, and service to
the institution.

The U.S. military academies have en-
countered these same obstacles, and
they have adopted alternative person-
nel regulations approved by the Office
of Personnel Management. The person-
nel authority that would be established
under this bill have been modeled after
those in use by the U.S. Air Force
Academy. OPM has been consulted and
is in agreement with the contents of
this bill.

I agree with the Carnegie Founda-
tion’s report when it says: ‘‘These in-
stitutions have taken on a breath-
taking array of responsibilities. With
each passing year, tribal colleges prove
their worth to tribal communities, and
to the nation. They can longer be dis-
missed as risky experiments, nor can
their accomplishments be ignored.
They are a permanent part of their res-
ervations and this country.’’

I applaud Senator ROBERTS’ efforts to
develop and introduce this legislation.
I look forward to working with him
and with Senators CAMPBELL and
INOUYE of the Committee on Indian Af-
fairs to provide these two institutions
with the flexibility they need to con-
tinue to flourish.

By Mr. KERREY (for himself and
Mr. GRASSLEY):

S. 1096. A bill to restructure the In-
ternal Revenue Service, and for other
purposes; to the Committee on Fi-
nance.

THE INTERNAL REVENUE SERVICE
RESTRUCTURING AND REFORM ACT OF 1997

Mr. KERREY. Madam President, I
ask unanimous consent that the text of
the bill be printed in the RECORD.

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

S. 1096

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE; AMENDMENT OF 1986

CODE; TABLE OF CONTENTS.
(a) SHORT TITLE.—This Act may be cited as

the ‘‘Internal Revenue Service Restructuring
and Reform 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.—
Sec. 1. Short title; amendment of 1986 Code.
Sec. 2. Congressional findings and declara-

tion of purposes.
TITLE I—EXECUTIVE BRANCH GOVERN-

ANCE AND SENIOR MANAGEMENT OF
THE INTERNAL REVENUE SERVICE
Subtitle A—Executive Branch Governance

and Senior Management
Sec. 101. Internal Revenue Service Oversight

Board.
Sec. 102. Commissioner of Internal Revenue;

Chief Counsel; other officials.
Sec. 103. Other personnel.

Subtitle B—Personnel Flexibilities
Sec. 111. Personnel flexibilities.

TITLE II—ELECTRONIC FILING
Sec. 201. Electronic filing of tax and infor-

mation returns.
Sec. 202. Extension of time to file for elec-

tronic filers.
Sec. 203. Paperless electronic filing.
Sec. 204. Regulation of preparers.
Sec. 205. Paperless payment.
Sec. 206. Return-free tax system.
Sec. 207. Access to account information.
TITLE III—TAXPAYER PROTECTION AND

RIGHTS
Sec. 301. Expansion of authority to issue

taxpayer assistance orders.
Sec. 302. Expansion of authority to award

costs and certain fees.
Sec. 303. Civil damages for negligence in col-

lection actions.
Sec. 304. Disclosure of criteria for examina-

tion selection.
Sec. 305. Archival of records of Internal Rev-

enue Service.
Sec. 306. Tax return information.
Sec. 307. Freedom of information.
Sec. 308. Offers-in-compromise.
Sec. 309. Elimination of interest differential

on overpayments and underpay-
ments.

Sec. 310. Elimination of application of fail-
ure to pay penalty during pe-
riod of installment agreement.

Sec. 311. Safe harbor for qualification for in-
stallment agreements.

Sec. 312. Payment of taxes.
Sec. 313. Low income taxpayer clinics.
Sec. 314. Jurisdiction of the Tax Court.
Sec. 315. Cataloging complaints.
Sec. 316. Procedures involving taxpayer

interviews.
Sec. 317. Explanation of joint and several li-

ability.
Sec. 318. Procedures relating to extensions

of statute of limitations by
agreement.

Sec. 319. Review of penalty administration.
Sec. 320. Study of treatment of all taxpayers

as separate filing units.
Sec. 321. Study of burden of proof.
TITLE IV—CONGRESSIONAL ACCOUNT-

ABILITY FOR THE INTERNAL REVENUE
SERVICE

Subtitle A—Oversight
Sec. 401. Expansion of powers of the Joint

Committee on Taxation.
Sec. 402. Coordinated oversight reports.

Subtitle B—Budget
Sec. 411. Budget discretion.

Sec. 412. Funding for century date change.
Sec. 413. Financial management advisory

group.
Subtitle C—Tax Law Complexity

Sec. 421. Role of Internal Revenue Service.
Sec. 422. Tax complexity analysis.
Sec. 423. Simplified tax and wage reporting

system.
Sec. 424. Compliance burden estimates.
SEC. 2. CONGRESSIONAL FINDINGS AND DEC-

LARATION OF PURPOSES.
(a) The Congress finds the following:
(1) The structure of the Internal Revenue

Service should be strengthened to ensure
focus and better target its budgeting, staff-
ing, and technology to serve the American
taxpayer and collect the Federal revenue.

(2) The American public expects timely,
accurate, and respectful service from the In-
ternal Revenue Service.

(3) The job of the Internal Revenue Service
is to operate as an efficient financial man-
agement organization.

(4) The bulk of the Federal revenue is gen-
erated through voluntary compliance. Tax-
payer service and education, as well as tar-
geted compliance and enforcement initia-
tives, increase voluntary compliance.

(5) While the Internal Revenue Service
must maintain a strong enforcement pres-
ence, its core and the core of the Federal rev-
enue stream lie in a revamped, modern, tech-
nologically advanced organization that can
track finances, send out clear notices, and
assist taxpayers promptly and efficiently.

(6) The Internal Revenue Service govern-
ance, management, and oversight structures
must: develop and maintain a shared vision
with continuity; set and maintain priorities
and strategic direction; impose accountabil-
ity on senior management; provide oversight
through a credible board, including members
who bring private sector expertise to the In-
ternal Revenue Service; develop appropriate
measures of success; align budget and tech-
nology with priorities and strategic direc-
tion; and coordinate oversight and identify
problems at an early stage.

(7) The Internal Revenue Service must use
information technology as an enabler of its
strategic objectives.

(8) Electronic filing can increase cost sav-
ings and compliance.

(9) In order to ensure that fewer taxpayers
are subject to improper treatment by the In-
ternal Revenue Service, Congress and the
agency need to focus on preventing problems
before they occur.

(10) There currently is no mechanism in
place to ensure that Members of Congress
have a complete understanding of how tax
legislation will affect taxpayers and the In-
ternal Revenue Service and to create incen-
tives to simplify the tax law, and to ensure
that Congress hears directly from the Inter-
nal Revenue Service during the legislative
process.

(b) The purposes of this Act are as follows:
(1) To restructure the Internal Revenue

Service, transforming it into a world class
service organization.

(2) To establish taxpayer satisfaction as
the goal of the Internal Revenue Service,
such that the Internal Revenue Service
should only initiate contact with a taxpayer
if the agency is prepared to devote the re-
sources necessary for a proper and timely
resolution of the matter.

(3) To provide for direct accountability to
the President for tax administration, an In-
ternal Revenue Service Oversight Board, a
strengthened Commissioner of Internal Rev-
enue, and coordinated congressional over-
sight to ensure that there are clear lines of
accountability and that the leadership of the
Internal Revenue Service has the continuity
and expertise to guide the agency.

(4) To enable the Internal Revenue Service
to recruit and train a first-class workforce
that will be rewarded for performance and
held accountable for working with taxpayers
to solve problems.

(5) To establish paperless filing as the pre-
ferred and most convenient means of filing
tax returns for the vast majority of tax-
payers within 10 years of enactment of this
Act.

(6) To provide additional taxpayer protec-
tions and rights and to ensure that taxpayers
receive fair, impartial, timely, and courteous
treatment from the Internal Revenue Serv-
ice.

(7) To establish the resolution of the cen-
tury date change problem as the highest
technology priority of the Internal Revenue
Service.

(8) To establish procedures to minimize
complexity in the tax law and simplify tax
administration, and provide Congress with
an independent view of tax administration
from the Internal Revenue Service.
TITLE I—EXECUTIVE BRANCH GOVERN-

ANCE AND SENIOR MANAGEMENT OF
THE INTERNAL REVENUE SERVICE
Subtitle A—Executive Branch Governance

and Senior Management
SEC. 101. INTERNAL REVENUE SERVICE OVER-

SIGHT BOARD.
(a) IN GENERAL.—Section 7802 (relating to

the Commissioner of Internal Revenue) is
amended to read as follows:
‘‘SEC. 7802. INTERNAL REVENUE SERVICE OVER-

SIGHT BOARD.
‘‘(a) ESTABLISHMENT.—There is established

within the Department of the Treasury the
Internal Revenue Service Oversight Board
(in this subchapter referred to as the
‘Board’).

‘‘(b) MEMBERSHIP.—
‘‘(1) COMPOSITION.—The Board shall be

composed of 9 members, of whom—
‘‘(A) 7 shall be individuals who are not full-

time Federal officers or employees, who are
appointed by the President, by and with the
advice and consent of the Senate, and who
shall be considered special government em-
ployees pursuant to paragraph (2),

‘‘(B) 1 shall be the Secretary of the Treas-
ury or, if the Secretary so designates, the
Deputy Secretary of the Treasury, and

‘‘(C) 1 shall be a representative of an orga-
nization that represents a substantial num-
ber of Internal Revenue Service employees
who is appointed by the President, by and
with the advice and consent of the Senate.

‘‘(2) SPECIAL GOVERNMENT EMPLOYEES.—
‘‘(A) QUALIFICATIONS.—Members of the

Board described in paragraph (1)(A) shall be
appointed solely on the basis of their profes-
sional experience and expertise in the follow-
ing areas:

‘‘(i) Management of large service organiza-
tions.

‘‘(ii) Customer service.
‘‘(iii) Compliance.
‘‘(iv) Information technology.
‘‘(v) Organization development.
‘‘(vi) The needs and concerns of taxpayers.

In the aggregate, the members of the Board
described in paragraph (1)(A) should collec-
tively bring to bear expertise in these enu-
merated areas.

‘‘(B) TERMS.—Each member who is de-
scribed in paragraph (1)(A) shall be ap-
pointed for a term of 5 years, except that of
the members first appointed—

‘‘(i) 1 member shall be appointed for a term
of 1 year,

‘‘(ii) 1 member shall be appointed for a
term of 2 years,

‘‘(iii) 2 members shall be appointed for a
term of 3 years, and

‘‘(iv) 1 member shall be appointed for a
term of 4 years.
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‘‘(C) REAPPOINTMENT.—An individual who

is described in paragraph (1)(A) may be ap-
pointed to no more than two 5-year terms on
the Board.

‘‘(D) SPECIAL GOVERNMENT EMPLOYEES.—
During such periods as they are performing
services for the Board, members who are not
Federal officers or employees shall be treat-
ed as special government employees (as de-
fined in section 202 of title 18, United States
Code).

‘‘(E) CLAIMS.—
‘‘(i) IN GENERAL.—Members of the Board

who are described in paragraph (1)(A) shall
have no personal liability under Federal law
with respect to any claim arising out of or
resulting from an act or omission by such
member within the scope of service as a
member. The preceding sentence shall not be
construed to limit personal liability for
criminal acts or omissions, willful or mali-
cious conduct, acts or omissions for private
gain, or any other act or omission outside
the scope of the service of such member on
the Board.

‘‘(ii) EFFECT ON OTHER LAW.—This subpara-
graph shall not be construed—

‘‘(I) to affect any other immunities and
protections that may be available to such
member under applicable law with respect to
such transactions,

‘‘(II) to affect any other right or remedy
against the United States under applicable
law, or

‘‘(III) to limit or alter in any way the im-
munities that are available under applicable
law for Federal officers and employees not
described in this subparagraph.

‘‘(3) VACANCY.—Any vacancy on the
Board—

‘‘(A) shall not affect the powers of the
Board, and

‘‘(B) shall be filled in the same manner as
the original appointment.

‘‘(4) REMOVAL.—
‘‘(A) IN GENERAL.—A member of the Board

may be removed at the will of the President.
‘‘(B) SECRETARY OR DELEGATE.—An individ-

ual described in subsection (b)(1)(B) shall be
removed upon termination of employment.

‘‘(C) REPRESENTATIVE OF INTERNAL REVENUE
SERVICE EMPLOYEES.—A member who is from
an organization that represents a substantial
number of Internal Revenue Service employ-
ees shall be removed upon termination of
employment, membership, or other affili-
ation with such organization.

‘‘(c) GENERAL RESPONSIBILITIES.—
‘‘(1) IN GENERAL.—The Board shall oversee

the Internal Revenue Service in the adminis-
tration, management, conduct, direction,
and supervision of the execution and applica-
tion of the internal revenue laws or related
statutes and tax conventions to which the
United States is a party.

‘‘(2) EXCEPTIONS.—The Board shall have no
responsibilities or authority with respect
to—

‘‘(A) the development and formulation of
Federal tax policy relating to existing or
proposed internal revenue laws, related stat-
utes, and tax conventions,

‘‘(B) specific law enforcement activities of
the Internal Revenue Service, including
compliance activities such as criminal inves-
tigations, examinations, and collection ac-
tivities, or

‘‘(C) specific activities of the Internal Rev-
enue Service delegated to employees of the
Internal Revenue Service pursuant to delega-
tion orders in effect as of the date of the en-
actment of this subsection, including delega-
tion order 106 relating to procurement au-
thority, except to the extent that such dele-
gation orders are modified subsequently by
the Secretary.

‘‘(3) RESTRICTION ON DISCLOSURE OF RETURN
INFORMATION TO BOARD MEMBERS.—No return,

return information, or taxpayer return infor-
mation (as defined in section 6103(b)) may be
disclosed to any member of the Board de-
scribed in subsection (b)(1)(A) or (C). Any re-
quest for information not permitted to be
disclosed under the preceding sentence, and
any contact relating to a specific taxpayer,
made by a member of the Board to an officer
or employee of the Internal Revenue Service
shall be reported by such officer or employee
to the Secretary and the Joint Committee on
Taxation.

‘‘(d) SPECIFIC RESPONSIBILITIES.—The
Board shall have the following specific re-
sponsibilities:

‘‘(1) STRATEGIC PLANS.—To review and ap-
prove strategic plans of the Internal Revenue
Service, including the establishment of—

‘‘(A) mission and objectives, and standards
of performance relative to either, and

‘‘(B) annual and long-range strategic plans.
‘‘(2) OPERATIONAL PLANS.—To review the

operational functions of the Internal Reve-
nue Service, including—

‘‘(A) plans for modernization of the tax
system,

‘‘(B) plans for outsourcing or managed
competition, and

‘‘(C) plans for training and education.
‘‘(3) MANAGEMENT.—To provide for—
‘‘(A) the selection and appointment, eval-

uation, and removal of the Commissioner of
Internal Revenue,

‘‘(B) the review of the Commissioner’s se-
lection, evaluation, and compensation of
senior managers, and

‘‘(C) the review of the Commissioner’s
plans for reorganization of the Internal Rev-
enue Service.

‘‘(4) BUDGET.—To—
‘‘(A) review and approve the budget request

of the Internal Revenue Service prepared by
the Commissioner,

‘‘(B) submit such budget request to the
Secretary of the Treasury,

‘‘(C) ensure that the budget request sup-
ports the annual and long-range strategic
plans, and

‘‘(D) ensure appropriate financial audits of
the Internal Revenue Service.

The Secretary shall submit the budget re-
quest referred to in subparagraph (B) for any
fiscal year to the President who shall submit
such request, without revision, to Congress
together with the President’s annual budget
request for the Internal Revenue Service for
such fiscal year.

‘‘(e) BOARD PERSONNEL MATTERS.—
‘‘(1) COMPENSATION OF MEMBERS.—
‘‘(A) IN GENERAL.—Each member of the

Board who is described in subsection
(b)(1)(A) shall be compensated at a rate of
$30,000 per year. All other members of the
Board shall serve without compensation for
such service.

‘‘(B) CHAIRPERSON.—In lieu of the amount
specified in subparagraph (A), the Chair-
person of the Board shall be compensated at
a rate of $50,000 per year if such Chairperson
is described in subsection (b)(1)(A).

‘‘(2) TRAVEL EXPENSES.—The members of
the Board shall be allowed travel expenses,
including per diem in lieu of subsistence, at
rates authorized for employees of agencies
under subchapter I of chapter 57 of title 5,
United States Code, while away from their
homes or regular places of business in the
performance of services for the Board.

‘‘(3) STAFF.—On the request of the Chair-
person of the Board, the Commissioner shall
detail to the Board such personnel as may be
necessary to enable the Board to perform its
duties. Such detail shall be without interrup-
tion or loss of civil service status or privi-
lege.

‘‘(4) PROCUREMENT OF TEMPORARY AND
INTERMITTENT SERVICES.—The Chairperson of

the Board may procure temporary and inter-
mittent services under section 3109(b) of title
5, United States Code.

‘‘(f) ADMINISTRATIVE MATTERS.—
‘‘(1) CHAIR.—The members of the Board

shall elect a chairperson for a 2-year term.
‘‘(2) COMMITTEES.—The Board may estab-

lish such committees as the Board deter-
mines appropriate.

‘‘(3) MEETINGS.—The Board shall meet at
least once each month and at such other
times as the Board determines appropriate.

‘‘(4) REPORTS.—The Board shall each year
report to the President and the Congress
with respect to the conduct of its respon-
sibilities under this title.’’.

(b) CONFORMING AMENDMENTS.—
(1) Section 4946(c) (relating to definitions

and special rules for chapter 42) is amended—
(A) by striking ‘‘or’’ at the end of para-

graph (5),
(B) by striking the period at the end of

paragraph (6) and inserting ‘‘, or’’, and
(C) by adding at the end the following new

paragraph:
‘‘(7) a member of the Internal Revenue

Service Oversight Board.’’.
(2) The table of sections for subchapter A

of chapter 80 is amended by striking the item
relating to section 7802 and inserting the fol-
lowing new item:

‘‘Sec. 7802. Internal Revenue Service Over-
sight Board.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 102. COMMISSIONER OF INTERNAL REVE-

NUE; CHIEF COUNSEL; OTHER OFFI-
CIALS.

(a) IN GENERAL.—Section 7803 (relating to
other personnel) is amended to read as fol-
lows:
‘‘SEC. 7803. COMMISSIONER OF INTERNAL REVE-

NUE; CHIEF COUNSEL; OTHER OFFI-
CIALS.

‘‘(a) COMMISSIONER OF INTERNAL REVE-
NUE.—

‘‘(1) APPOINTMENT.—There shall be in the
Department of the Treasury a Commissioner
of Internal Revenue who shall be appointed
by the Internal Revenue Service Oversight
Board to a 5-year term and compensated
without regard to chapters 33, 51, and 53 of
title 5, United States Code. The appointment
shall be made on the basis of demonstrated
ability in management and without regard
to political affiliation or activity. The Board
may reappoint the Commissioner to subse-
quent terms so long as performance is satis-
factory or better.

‘‘(2) DUTIES.—The Commissioner shall—
‘‘(A) administer, manage, conduct, direct,

and supervise the execution and application
of the internal revenue laws or related stat-
utes and tax conventions to which the Unit-
ed States is a party; and

‘‘(B) when a vacancy occurs, recommend a
candidate for appointment as Chief Counsel
for the Internal Revenue Service to the
President, and may recommend the removal
of such Chief Counsel to the President.

‘‘(3) CONSULTATION WITH BOARD.—The Com-
missioner shall consult with the Board on all
matters set forth in paragraphs (2) and (3)
(other than subparagraph (A)) of section
7802(d)(2).

‘‘(4) PAY.—The Commissioner is authorized
to be paid at an annual rate of basic pay not
to exceed the maximum rate of basic pay of
level II of the Executive Schedule under sec-
tion 5311 of title 5, United States Code, in-
cluding any applicable locality-based com-
parability payment that may be authorized
under section 5304 of such title 5.

‘‘(b) CHIEF COUNSEL FOR THE INTERNAL REV-
ENUE SERVICE.—

‘‘(1) APPOINTMENT.—There shall be in the
Department of the Treasury a Chief Counsel
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for the Internal Revenue Service who shall
be appointed by the President, by and with
the advice and consent of the Senate.

‘‘(2) DUTIES.—The Chief Counsel shall be
the chief law officer for the Internal Revenue
Service and shall perform such duties as may
be prescribed by the Secretary of the Treas-
ury. To the extent that the Chief Counsel
performs duties relating to the development
of rules and regulations promulgated under
this title, final decision making authority
shall remain with the Secretary.

‘‘(3) PAY.—The Chief Counsel is authorized
to be paid at an annual rate of basic pay not
to exceed the maximum rate of basic pay of
level III of the Executive Schedule under sec-
tion 5311 of title 5, United States Code, in-
cluding any applicable locality-based com-
parability payment that may be authorized
under section 5304 of such title 5.

‘‘(c) ASSISTANT COMMISSIONER FOR EM-
PLOYEE PLANS AND EXEMPT ORGANIZATIONS.—

‘‘(1) ESTABLISHMENT OF OFFICE.—There is
established within the Internal Revenue
Service an office to be known as the ‘Office
of Employee Plans and Exempt Organiza-
tions’ to be under the supervision and direc-
tion of an Assistant Commissioner of Inter-
nal Revenue. As head of the Office, the As-
sistant Commissioner shall be responsible
for carrying out such functions as the Sec-
retary may prescribe with respect to organi-
zations exempt from tax under section 501(a)
and with respect to plans to which part I of
subchapter D of chapter 1 applies (and with
respect to organizations designed to be ex-
empt under such section and plans designed
to be plans to which such part applies) and
other nonqualified deferred compensation ar-
rangements. The Assistant Commissioner
shall report annually to the Commissioner
with respect to the Assistant Commis-
sioner’s responsibilities under this section.

‘‘(2) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be apxpropriated to
the Internal Revenue Service solely to carry
out the functions of the Office an amount
equal to the sum of—

‘‘(A) so much of the collection from taxes
under section 4940 (relating to excise tax
based on investment income) as would have
been collected if the rate of tax under such
section was 2 percent during the second pre-
ceding fiscal year, and

‘‘(B) the greater of—
‘‘(i) an amount equal to the amount de-

scribed in subparagraph (A), or
‘‘(ii) $30,000,000.
‘‘(3) USER FEES.—All user fees collected by

the Office shall be dedicated to carry out the
functions of the Office.

‘‘(d) OFFICE OF TAXPAYER ADVOCATE.—
‘‘(1) IN GENERAL.—
‘‘(A) There is established in the Internal

Revenue Service an office to be known as the
‘Office of the Taxpayer Advocate’. Such of-
fice shall be under the supervision and direc-
tion of an official to be known as the ‘Tax-
payer Advocate’ who shall be appointed by
and report directly to the Commissioner of
Internal Revenue, with the approval of the
Internal Revenue Service Oversight Board.
The Taxpayer Advocate shall be entitled to
compensation at the same rate as the high-
est level official reporting directly to the
Commissioner of Internal Revenue.

‘‘(B) As a qualification for appointment as
the Taxpayer Advocate, an individual must
have substantial experience representing
taxpayers before the Internal Revenue Serv-
ice or with taxpayer rights issues.

‘‘(C) An individual who, before being ap-
pointed as the Taxpayer Advocate, was an of-
ficer or employee of the Internal Revenue
Service may be so appointed only if such in-
dividual agrees not to accept any employ-
ment with the Internal Revenue Service for

at least 5 years after ceasing to be the Tax-
payer Advocate.

‘‘(2) FUNCTIONS OF OFFICE.—
‘‘(A) IN GENERAL.—It shall be the function

of the Office of Taxpayer Advocate to—
‘‘(i) assist taxpayers in resolving problems

with the Internal Revenue Service,
‘‘(ii) identify areas in which taxpayers

have problems in dealings with the Internal
Revenue Service,

‘‘(iii) to the extent possible, propose
changes in the administrative practices of
the Internal Revenue Service to mitigate
problems identified under clause (ii), and

‘‘(iv) identify potential legislative changes
which may be appropriate to mitigate such
problems.

‘‘(B) ANNUAL REPORTS.—
‘‘(i) OBJECTIVES.—Not later than June 30 of

each calendar year after 1995, the Taxpayer
Advocate shall report to the Committee on
Ways and Means of the House of Representa-
tives and the Committee on Finance of the
Senate on the objectives of the Taxpayer Ad-
vocate for the fiscal year beginning in such
calendar year. Any such report shall contain
full and substantive analysis, in addition to
statistical information.

‘‘(ii) ACTIVITIES.—Not later than December
31 of each calendar year after 1995, the Tax-
payer Advocate shall report to the Commit-
tee on Ways and Means of the House of Rep-
resentatives and the Committee on Finance
of the Senate on the activities of the Tax-
payer Advocate during the fiscal year ending
during such calendar year. Any such report
shall contain full and substantive analysis,
in addition to statistical information, and
shall—

‘‘(I) identify the initiatives the Taxpayer
Advocate has taken on improving taxpayer
services and Internal Revenue Service re-
sponsiveness,

‘‘(II) contain recommendations received
from individuals with the authority to issue
Taxpayer Assistance Orders under section
7811,

‘‘(III) contain a summary of at least 20 of
the most serious problems encountered by
taxpayers, including a description of the na-
ture of such problems,

‘‘(IV) contain an inventory of the items de-
scribed in subclauses (I), (II), and (III) for
which action has been taken and the result
of such action,

‘‘(V) contain an inventory of the items de-
scribed in subclauses (I), (II), and (III) for
which action remains to be completed and
the period during which each item has re-
mained on such inventory,

‘‘(VI) contain an inventory of the items de-
scribed in subclauses (I), (II), and (III) for
which no action has been taken, the period
during which each item has remained on
such inventory, the reasons for the inaction,
and identify any Internal Revenue Service
official who is responsible for such inaction,

‘‘(VII) identify any Taxpayer Assistance
Order which was not honored by the Internal
Revenue Service in a timely manner, as
specified under section 7811(b),

‘‘(VIII) contain recommendations for such
administrative and legislative action as may
be appropriate to resolve problems encoun-
tered by taxpayers,

‘‘(IX) describe the extent to which regional
problem resolution officers participate in the
selection and evaluation of local problem
resolution officers,

‘‘(X) identify areas of the tax law that im-
pose significant compliance burdens on tax-
payers or the Internal Revenue Service, in-
cluding specific recommendations for rem-
edying these problems,

‘‘(XI) in conjunction with the National Di-
rector of Appeals, identify the 10 most liti-
gated issues for each category of taxpayers
(e.g., individuals, self-employed individuals,

and small businesses), including rec-
ommendations for mitigating such disputes,
and

‘‘(XII) include such other information as
the Taxpayer Advocate may deem advisable.

‘‘(iii) REPORT TO BE SUBMITTED DIRECTLY.—
Each report required under this subpara-
graph shall be provided directly to the Com-
mittees described in clauses (i) and (ii) with-
out any prior review or comment from the
Commissioner, the Internal Revenue Service
Oversight Board, the Secretary of the Treas-
ury, any other officer or employee of the De-
partment of the Treasury, or the Office of
Management and Budget.

‘‘(C) OTHER RESPONSIBILITIES.—The Tax-
payer Advocate shall—

‘‘(i) monitor the coverage and geographic
allocation of problem resolution officers,

‘‘(ii) develop guidance to be distributed to
all Internal Revenue Service officers and em-
ployees outlining the criteria for referral of
taxpayer inquiries to problem resolution of-
ficers,

‘‘(iii) ensure that the local telephone num-
bers for the problem resolution officer in
each internal revenue district is published
and available to taxpayers, and

‘‘(iv) in conjunction with the Commis-
sioner, develop career paths for problem res-
olution officers choosing to make a career in
the Office of the Taxpayer Advocate.

‘‘(3) RESPONSIBILITIES OF COMMISSIONER.—
The Commissioner shall establish procedures
requiring a formal response to all rec-
ommendations submitted to the Commis-
sioner by the Taxpayer Advocate within 3
months after submission to the Commis-
sioner.’’.

(b) AMENDMENT OF PRESIDENT’S AUTHORITY
TO APPOINT CHIEF COUNSEL FOR INTERNAL
REVENUE SERVICE.—

(1) Paragraph (2) of section 7801(b) (relating
to the office of General Counsel for the De-
partment) is amended to read as follows:

‘‘(2) ASSISTANT GENERAL COUNSELS.—The
Secretary of the Treasury may appoint,
without regard to the provisions of the civil
service laws, and fix the duties of not to ex-
ceed five assistant General Counsels.’’.

(2)(A) Subsection (f)(2) of section 301 of
title 31, United States Code, is amended by
striking ‘‘an Assistant General Counsel who
shall be the’’ and inserting ‘‘a’’.

(B) Section 301 of such title 31 is amended
by adding at the end the following new sub-
section:

‘‘(h) CROSS REFERENCE.—For provisions re-
lating to the appointment of officers and em-
ployees of the Internal Revenue Service, see
subchapter A of chapter 80 of the Internal
Revenue Code of 1986.’’.

(c) CONFORMING AMENDMENTS.—
(1) The table of sections for subchapter A

of chapter 80 is amended by striking the item
relating to section 7803 and inserting the fol-
lowing new item:

‘‘Sec. 7803. Commissioner of Internal Reve-
nue; Chief Counsel; other offi-
cials.’’

(2) Subsection (b) of section 5109 of title 5,
United States Code, is amended by striking
‘‘7802(b)’’ and inserting ‘‘7803(c)’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 103. OTHER PERSONNEL.

(a) IN GENERAL.—Section 7804 (relating to
the effect of reorganization plans) is amend-
ed to read as follows:
‘‘SEC. 7804. OTHER PERSONNEL.

‘‘(a) APPOINTMENT AND SUPERVISION.—The
Commissioner of Internal Revenue is author-
ized to employ such number of persons as the
Commissioner deems proper for the adminis-
tration and enforcement of the internal reve-
nue laws, and the Commissioner shall issue
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all necessary directions, instructions, orders,
and rules applicable to such persons.

‘‘(b) POSTS OF DUTY OF EMPLOYEES IN FIELD
SERVICE OR TRAVELING.—

‘‘(1) DESIGNATION OF POST OF DUTY.—The
Commissioner shall determine and designate
the posts of duty of all such persons engaged
in field work or traveling on official business
outside of the District of Columbia.

‘‘(2) DETAIL OF PERSONNEL FROM FIELD
SERVICE.—The Commissioner may order any
such person engaged in field work to duty in
the District of Columbia, for such periods as
the Commissioner may prescribe, and to any
designated post of duty outside the District
of Columbia upon the completion of such
duty.

‘‘(c) DELINQUENT INTERNAL REVENUE OFFI-
CERS AND EMPLOYEES.—If any officer or em-
ployee of the Treasury Department acting in
connection with the internal revenue laws
fails to account for and pay over any amount
of money or property collected or received
by him in connection with the internal reve-
nue laws, the Secretary shall issue notice
and demand to such officer or employee for
payment of the amount which he failed to
account for and pay over, and, upon failure
to pay the amount demanded within the
time specified in such notice, the amount so
demanded shall be deemed imposed upon
such officer or employee and assessed upon
the date of such notice and demand, and the
provisions of chapter 64 and all other provi-
sions of law relating to the collection of as-
sessed taxes shall be applicable in respect of
such amount.’’.

(b) CONFORMING AMENDMENTS.—
(1) Subsection (b) of section 6344 is amend-

ed by striking ‘‘section 7803(d)’’ and inserting
‘‘section 7804(c)’’.

(2) The table of sections for subchapter A
of chapter 80 is amended by striking the item
relating to section 7804 and inserting the fol-
lowing new item:

‘‘Sec. 7804. Other personnel.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.

Subtitle B—Personnel Flexibilities
SEC. 111. PERSONNEL FLEXIBILITIES.

(a) IN GENERAL.—Part III of title 5, United
States Code, is amended by adding at the end
the following new subpart:

‘‘Subpart I—Miscellaneous
‘‘CHAPTER 93—PERSONNEL FLEXIBILI-

TIES RELATING TO THE INTERNAL REV-
ENUE SERVICE

‘‘Sec.
‘‘9301. General requirements.
‘‘9302. Flexibilities relating to performance

management.
‘‘9303. Classification and pay flexibilities.
‘‘9304. Staffing flexibilities.
‘‘9305. Flexibilities relating to demonstration

projects.
‘‘§ 9301. General requirements

‘‘(a) CONFORMANCE WITH MERIT SYSTEM
PRINCIPLES, ETC.—Any flexibilities under
this chapter shall be exercised in a manner
consistent with—

‘‘(1) chapter 23, relating to merit system
principles and prohibited personnel prac-
tices; and

‘‘(2) provisions of this title (outside of this
subpart) relating to preference eligibles.

‘‘(b) REQUIREMENT RELATING TO UNITS REP-
RESENTED BY LABOR ORGANIZATIONS.—

‘‘(1) WRITTEN AGREEMENT REQUIRED.—Em-
ployees within a unit with respect to which
a labor organization is accorded exclusive
recognition under chapter 71 shall not be
subject to the exercise of any flexibility
under section 9302, 9303, 9304, or 9305, unless
there is a written agreement between the In-

ternal Revenue Service and the organization
permitting such exercise.

‘‘(2) DEFINITION OF A WRITTEN AGREEMENT.—
In order to satisfy paragraph (1), a written
agreement—

‘‘(A) need not be a collective bargaining
agreement within the meaning of section
7103(8); and

‘‘(B) may not be an agreement imposed by
the Federal Service Impasses Panel under
section 7119.

‘‘(c) FLEXIBILITIES FOR WHICH OPM AP-
PROVAL IS REQUIRED.—

‘‘(1) IN GENERAL.—Except as provided in
paragraph (2), flexibilities under this chapter
may be exercised by the Internal Revenue
Service without prior approval of the Office
of Personnel Management.

‘‘(2) EXCEPTIONS.—The flexibilities under
subsections (c) through (e) of section 9303
may be exercised by the Internal Revenue
Service only after a specific plan describing
how those flexibilities are to be exercised
has been submitted to and approved, in writ-
ing, by the Director of the Office of Person-
nel Management.
‘‘§ 9302. Flexibilities relating to performance

management
‘‘(a) IN GENERAL.—The Commissioner of In-

ternal Revenue shall, within 180 days after
the date of the enactment of this chapter, es-
tablish a performance management system
which—

‘‘(1) subject to section 9301(b), shall cover
all employees of the Internal Revenue Serv-
ice other than—

‘‘(A) the members of the Internal Revenue
Service Oversight Board;

‘‘(B) the Commissioner of Internal Reve-
nue; and

‘‘(C) the Chief Counsel for the Internal
Revenue Service;

‘‘(2) shall maintain individual accountabil-
ity by—

‘‘(A) establishing retention standards
which—

‘‘(i) shall permit the accurate evaluation of
each employee’s performance on the basis of
criteria relating to the duties and respon-
sibilities of the position held by such em-
ployee; and

‘‘(ii) shall be communicated to an em-
ployee before the start of any period with re-
spect to which the performance of such em-
ployee is to be evaluated using such stand-
ards;

‘‘(B) providing for periodic performance
evaluations to determine whether retention
standards are being met; and

‘‘(C) with respect to any employee whose
performance does not meet retention stand-
ards, using the results of such employee’s
performance evaluation as a basis for—

‘‘(i) denying increases in basic pay, pro-
motions, and credit for performance under
section 3502; and

‘‘(ii) the taking of other appropriate ac-
tion, such as a reassignment or an action
under chapter 43; and

‘‘(3) shall provide for—
‘‘(A) establishing goals or objectives for in-

dividual, group, or organizational perform-
ance (or any combination thereof), consist-
ent with Internal Revenue Service perform-
ance planning procedures, including those es-
tablished under the Government Perform-
ance and Results Act of 1993, the Information
Technology Management Reform Act of 1996,
Revenue Procedure 64–22 (as in effect on July
30, 1997), and taxpayer service surveys, and
communicating such goals or objectives to
employees;

‘‘(B) using such goals and objectives to
make performance distinctions among em-
ployees or groups of employees; and

‘‘(C) using assessments under this para-
graph, in combination with performance

evaluations under paragraph (2), as a basis
for granting employee awards, adjusting an
employee’s rate of basic pay, and taking
such other personnel action as may be appro-
priate.

For purposes of this title, performance of an
employee during any period in which such
employee is subject to retention standards
under paragraph (2) shall be considered to be
‘unacceptable’ if the performance of such
employee during such period fails to meet
any of those standards.

‘‘(b) AWARDS.—
‘‘(1) FOR SUPERIOR ACCOMPLISHMENTS.—In

the case of an employee of the Internal Reve-
nue Service, section 4502(b) shall be applied
by substituting ‘with the approval of the
Commissioner of Internal Revenue’ for ‘with
the approval of the Office’.

‘‘(2) FOR EMPLOYEES WHO REPORT DIRECTLY
TO THE COMMISSIONER.—

‘‘(A) IN GENERAL.—In the case of an em-
ployee of the Internal Revenue Service who
reports directly to the Commissioner of In-
ternal Revenue, a cash award in an amount
up to 50 percent of such employee’s annual
rate of basic pay may be made if the Com-
missioner finds such an award to be war-
ranted based on such employee’s perform-
ance.

‘‘(B) NATURE OF AN AWARD.—A cash award
under this paragraph shall not be considered
to be part of basic pay.

‘‘(C) TAX ENFORCEMENT RESULTS.—A cash
award under this paragraph may not be
based solely on tax enforcement results.

‘‘(D) ELIGIBLE EMPLOYEES.—Whether or not
an employee is an employee who reports di-
rectly to the Commissioner of Internal Reve-
nue shall, for purposes of this paragraph, be
determined under regulations which the
Commissioner shall prescribe.

‘‘(E) LIMITATION ON COMPENSATION.—For
purposes of applying section 5307 to an em-
ployee in connection with any calendar year
to which an award made under this para-
graph to such employee is attributable, sub-
section (a)(1) of such section shall be applied
by substituting ‘to equal or exceed the an-
nual rate of compensation for the President
for such calendar year’ for ‘to exceed the an-
nual rate of basic pay payable for level I of
the Executive Schedule, as of the end of such
calendar year’.

‘‘(3) BASED ON SAVINGS.—
‘‘(A) IN GENERAL.—The Commissioner of In-

ternal Revenue may authorize the payment
of cash awards to employees based on docu-
mented financial savings achieved by a
group or organization which such employees
comprise, if such payments are made pursu-
ant to a plan which—

‘‘(i) specifies minimum levels of service
and quality to be maintained while achiev-
ing such financial savings; and

‘‘(ii) is in conformance with criteria pre-
scribed by the Office of Personnel Manage-
ment.

‘‘(B) FUNDING.—A cash award under this
paragraph may be paid from the fund or ap-
propriation available to the activity pri-
marily benefiting or the various activities
benefiting.

‘‘(C) TAX ENFORCEMENT RESULTS.—A cash
award under this paragraph may not be
based solely on tax enforcement results.

‘‘(c) OTHER PROVISIONS.—
‘‘(1) NOTICE PROVISIONS.—In applying sec-

tions 4303(b)(1)(A) and 7513(b)(1) to employees
of the Internal Revenue Service, ‘15 days’
shall be substituted for ‘30 days’.

‘‘(2) APPEALS.—Notwithstanding the sec-
ond sentence of section 5335(c), an employee
of the Internal Revenue Service shall not
have a right to appeal the denial of a peri-
odic step increase under section 5335 to the
Merit Systems Protection Board.
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‘‘§ 9303. Classification and pay flexibilities

‘‘(a) BROAD-BANDED SYSTEMS.—
‘‘(1) DEFINITIONS.—For purposes of this sub-

section—
‘‘(A) the term ‘broad-banded system’

means a system under which positions are
classified and pay for service in any such po-
sition is fixed through the use of pay bands,
rather than under—

‘‘(i) chapter 51 and subchapter III of chap-
ter 53; or

‘‘(ii) subchapter IV of chapter 53; and
‘‘(B) the term ‘pay band’ means, with re-

spect to positions in 1 or more occupational
series, a pay range—

‘‘(i) consisting of—
‘‘(I) 2 or more consecutive grades of the

General Schedule; or
‘‘(II) 2 or more consecutive pay ranges of

such other pay or wage schedule as would
otherwise apply (but for this section); and

‘‘(ii) the minimum rate for which is the
minimum rate for the lower (or lowest) grade
or range in the pay band and the maximum
rate for which is the maximum rate for the
higher (or highest) grade or range in the pay
band, including any locality-based and other
similar comparability payments.

‘‘(2) AUTHORITY.—The Commissioner of In-
ternal Revenue may, subject to criteria to be
prescribed by the Office of Personnel Man-
agement, establish one or more broad-banded
systems covering all or any portion of its
workforce which would otherwise be subject
to the provisions of law cited in clause (i) or
(ii) of subsection (a)(1)(A), except for any po-
sition classified by statute.

‘‘(3) CRITERIA.—The criteria to be pre-
scribed by the Office shall, at a minimum—

‘‘(A) ensure that the structure of any
broad-banded system maintains the principle
of equal pay for substantially equal work;

‘‘(B) establish the minimum (but not less
than 2) and maximum number of grades or
pay ranges that may be combined into pay
bands;

‘‘(C) establish requirements for adjusting
the pay of an employee within a pay band;

‘‘(D) establish requirements for setting the
pay of a supervisory employee whose posi-
tion is in a pay band or who supervises em-
ployees whose positions are in pay bands;
and

‘‘(E) establish requirements and meth-
odologies for setting the pay of an employee
upon conversion to a broad-banded system,
initial appointment, change of position or
type of appointment (including promotion,
demotion, transfer, reassignment, reinstate-
ment, placement in another pay band, or
movement to a different geographic loca-
tion), and movement between a broad-banded
system and another pay system.

‘‘(4) INFORMATION.—The Commissioner of
Internal Revenue shall submit to the Office
such information relating to its broad-band-
ed systems as the Office may require.

‘‘(5) REVIEW AND REVOCATION AUTHORITY.—
The Office may, with respect to any broad-
banded system under this subsection, and in
accordance with regulations which it shall
prescribe, exercise with respect to any broad-
banded system under this subsection au-
thorities similar to those available to it
under sections 5110 and 5111 with respect to
classifications under chapter 51.

‘‘(b) SINGLE PAY-BAND SYSTEM.—
‘‘(1) IN GENERAL.—The Commissioner of In-

ternal Revenue may, with respect to employ-
ees who remain subject to chapter 51 and
subchapter III of chapter 53 (or subchapter
IV of chapter 53), fix rates of pay under a sin-
gle pay-band system.

‘‘(2) DEFINITION.—For purposes of this sub-
section, the term ‘single pay-band system’
means, for pay-setting purposes, a system
similar to the pay-setting aspects of a broad-

banded system under subsection (a), but con-
sisting of only a single grade or pay range,
under which pay may be fixed at any rate
not less than the minimum and not more
than the maximum rate which (but for this
section) would otherwise apply with respect
to the grade or pay range involved, including
any locality-based and other similar com-
parability payments.

‘‘(3) SPECIAL RULES.—
‘‘(A) PROMOTION OR TRANSFER.—An em-

ployee under this subsection who is pro-
moted or transferred to a position in a high-
er grade shall be entitled to basic pay at a
rate determined under criteria prescribed by
the Office of Personnel Management based
on section 5334(b).

‘‘(B) PERFORMANCE INCREASES.—In lieu of
periodic step-increases under section 5335, an
employees under this subsection who meets
retention standards under section
9302(a)(2)(A) shall be entitled to performance
increases under criteria prescribed by the Of-
fice. An increase under this subparagraph
shall be equal to one-ninth of the difference
between the minimum and maximum rates
of pay for the applicable grade or pay range

‘‘(C) INCREASES FOR EXCEPTIONAL PERFORM-
ANCE.—In lieu of additional step-increases
under section 5336, an employee under this
subsection who has demonstrated excep-
tional performance shall be eligible for a pay
increase under this subparagraph under cri-
teria prescribed by the Office. An increase
under this subparagraph may not exceed the
amount of an increase under subparagraph
(B).

‘‘(c) ALTERNATIVE CLASSIFICATION SYS-
TEMS.—

‘‘(1) IN GENERAL.—Subject to section
9301(c), the Commissioner of Internal Reve-
nue may establish 1 or more alternative clas-
sification systems that include any positions
or groups of positions that the Commissioner
determines, for reasons of effective adminis-
tration—

‘‘(A) should not be classified under chapter
51 or paid under the General Schedule;

‘‘(B) should not be classified or paid under
subchapter IV of chapter 53; or

‘‘(C) should not be paid under section 5376.
‘‘(2) LIMITATIONS.—An alternative classi-

fication system under this subsection may
not—

‘‘(A) with respect to any position that (but
for this section) would otherwise be subject
to the provisions of law cited in subpara-
graph (A) or (B) of paragraph (1), establish a
rate of basic pay in excess of the maximum
rate for grade GS–15 of the General Schedule,
including any locality-based and other simi-
lar comparability payments; and

‘‘(B) with respect to any position that (but
for this section) would otherwise be subject
to the provision of law cited in paragraph
(1)(C), establish a rate of basic pay in excess
of the annual rate of basic pay of the Com-
missioner of Internal Revenue.

‘‘(d) GRADE AND PAY RETENTION.—Subject
to section 9301(c), the Commissioner of Inter-
nal Revenue may, with respect to employees
who are covered by a broad-banded system
under subsection (a) or an alternative classi-
fication system under subsection (c), provide
for variations from the provisions of sub-
chapter VI of chapter 53.

‘‘(e) RECRUITMENT AND RETENTION BONUSES;
RETENTION ALLOWANCES.—Subject to section
9301(c), the Commissioner of Internal Reve-
nue may, with respect to its employees, pro-
vide for variations from the provisions of
sections 5753 and 5754.
‘‘§ 9304. Staffing flexibilities

‘‘(a) IN GENERAL.—
‘‘(1) PERMANENT APPOINTMENT IN THE COM-

PETITIVE SERVICE.—Except as otherwise pro-
vided by this subsection, an employee of the

Internal Revenue Service may be selected for
a permanent appointment in the competitive
service in the Internal Revenue Service
through internal competitive promotion pro-
cedures when the following conditions are
met:

‘‘(A) The employee has completed 2 years
of current continuous service in the competi-
tive service under a term appointment or
any combination of term appointments.

‘‘(B) Such term appointment or appoint-
ments were made under competitive proce-
dures prescribed for permanent appoint-
ments.

‘‘(C) The employee’s performance under
such term appointment or appointments met
established retention standards.

‘‘(D) The vacancy announcement for the
term appointment from which the conver-
sion is made stated that there was a poten-
tial for subsequent conversion to a perma-
nent appointment.

‘‘(2) CONDITION.—An appointment under
this subsection may be made only to a posi-
tion the duties and responsibilities of which
are similar to those of the position held by
the employee at the time of conversion (re-
ferred to in paragraph (1)(D)).

‘‘(b) RATING SYSTEMS.—
‘‘(1) IN GENERAL.—Notwithstanding sub-

chapter I of chapter 33, the Commissioner of
Internal Revenue may establish category
rating systems for evaluating job applicants
for positions in the competitive service,
under which qualified candidates are divided
into 2 or more quality categories on the
basis of relative degrees of merit, rather
than assigned individual numerical ratings.
Each applicant who meets the minimum
qualification requirements for the position
to be filled shall be assigned to an appro-
priate category based on an evaluation of the
applicant’s knowledge, skills, and abilities
relative to those needed for successful per-
formance in the job to be filled.

‘‘(2) TREATMENT OF PREFERENCE ELIGI-
BLES.—Within each quality category estab-
lished under paragraph (1), preference eligi-
bles shall be listed ahead of individuals who
are not preference eligibles. For other than
scientific and professional positions at or
higher than GS–9 (or equivalent), preference
eligibles who have a compensable service-
connected disability of 10 percent or more,
and who meet the minimum qualification
standards, shall be listed in the highest qual-
ity category.

‘‘(3) SELECTION PROCESS.—An appointing
authority may select any applicant from the
highest quality category or, if fewer than 3
candidates have been assigned to the highest
quality category, from a merged category
consisting of the highest and second highest
quality categories. Notwithstanding the pre-
ceding sentence, the appointing authority
may not pass over a preference eligible in
the same or a higher category from which se-
lection is made, unless the requirements of
section 3317(b) or 3318(b), as applicable, are
satisfied, except that in no event may cer-
tification of a preference eligible under this
subsection be discontinued by the Internal
Revenue Service under section 3317(b) before
the end of the 6-month period beginning on
the date of such employee’s first certifi-
cation.

‘‘(c) MAXIMUM PERIOD FOR WHICH EMPLOYEE
MAY BE DETAILED.—The 120-day limitation
under section 3341(b)(1) for details and renew-
als of details shall not apply with respect to
the Internal Revenue Service.

‘‘(d) INVOLUNTARY REASSIGNMENTS AND RE-
MOVALS OF CAREER APPOINTEES IN THE SENIOR
EXECUTIVE SERVICE.—Neither section
3395(e)(1) nor section 3592(b)(1) shall apply
with respect to the Internal Revenue Serv-
ice.



CONGRESSIONAL RECORD — SENATE S8541July 31, 1997
‘‘(e) PROBATIONARY PERIODS.—Notwith-

standing any other provision of law or regu-
lation, the Commissioner of Internal Reve-
nue may establish a period of probation
under section 3321 of up to 3 years for any po-
sition if, as determined by the Commis-
sioner, a shorter period would be insufficient
for the incumbent to demonstrate complete
proficiency in such position.

‘‘(f) PROVISIONS THAT REMAIN APPLICA-
BLE.—No provision of this section exempts
the Internal Revenue Service from—

‘‘(1) any employment priorities established
under direction of the President for the
placement of surplus or displaced employees;
or

‘‘(2) its obligations under any court order
or decree relating to the employment prac-
tices of the Internal Revenue Service.
‘‘§ 9305. Flexibilities relating to demonstra-

tion projects
‘‘(a) IN GENERAL.—For purposes of applying

section 4703 with respect to the Internal Rev-
enue Service—

‘‘(1) paragraph (1) of subsection (b) of such
section shall be deemed to read as follows:

‘‘ ‘(1) develop a plan for such project which
describes its purpose, the employees to be
covered, the project itself, its anticipated
outcomes, and the method of evaluating the
project;’;

‘‘(2) paragraph (3) of subsection (b) of such
section shall be disregarded;

‘‘(3) paragraph (4) of subsection (b) of such
section shall be applied by substituting ‘30
days’ for ‘180 days’;

‘‘(4) paragraph (6) of subsection (b) of such
section shall be deemed to read as follows:

‘‘ ‘(6) provide each House of the Congress
with the final version of the plan.’;

‘‘(5) paragraph (1) of subsection (c) of such
section shall be deemed to read as follows:

‘‘ ‘(1) subchapter V of chapter 63 or subpart
G of part III;’; and

‘‘(6) subsection (d)(1) of such section shall
be disregarded.

‘‘(b) NUMERICAL LIMITATION.—For purposes
of applying the numerical limitation under
subsection (d)(2) of section 4703, a demonstra-
tion project shall not be counted if or to the
extent that it involves the Internal Revenue
Service.’’

(b) CLERICAL AMENDMENT.—The analysis
for part III of title 5, United States Code, is
amended by adding at the end the following:

‘‘Subpart I—Miscellaneous
‘‘93. Personnel Flexibilities Re-

lating to the Internal Revenue
Service ...................................... 9301’’.
(c) EFFECTIVE DATE.—This section shall

take effect on the date of the enactment of
this Act.

TITLE II—ELECTRONIC FILING
SEC. 201. ELECTRONIC FILING OF TAX AND IN-

FORMATION RETURNS.
(a) IN GENERAL.—It is the policy of the

Congress that paperless filing should be the
preferred and most convenient means of fil-
ing tax and information returns, and that by
the year 2007, no more than 20 percent of all
tax returns should be filed on paper.

(b) STRATEGIC PLAN.—
(1) IN GENERAL.—Not later than 180 days

after the date of the enactment of this Act,
the Secretary of the Treasury or the Sec-
retary’s delegate (hereafter in this section
referred to as the ‘‘Secretary’’) shall imple-
ment a plan to eliminate barriers, provide
incentives, and use competitive market
forces to increase electronic filing gradually
over the next 10 years while maintaining
processing times for paper returns at 40 days.

(2) ELECTRONIC COMMERCE ADVISORY
GROUP.—To ensure that the Secretary re-
ceives input from the private sector in the
development and implementation of the plan

required by paragraph (1), the Secretary
shall convene an electronic commerce advi-
sory group to include representatives from
the tax practitioner, preparer, and computer-
ized tax processor communities and other
representatives from the electronic filing in-
dustry.

(c) INCENTIVES.—
(1) IN GENERAL.—Not later than 180 days

after the date of the enactment of this Act,
the Secretary shall implement procedures to
provide for the payment of incentives to
transmitters of qualified electronically filed
returns, based on the fair market value of
costs to transmit returns electronically.

(2) QUALIFIED ELECTRONICALLY FILED RE-
TURNS.—For purposes of this section, the
term ‘‘qualified electronically filed return’’
means a return that—

(A) is transmitted electronically to the In-
ternal Revenue Service,

(B) for which the taxpayer was not charged
for the cost of such transmission, and

(C) in the case of returns transmitted after
December 31, 2004, was prepared by a paid
preparer who does not submit any return
after such date to the Internal Revenue
Service on paper.

(d) ANNUAL REPORTS.—Not later than June
30 of each calendar year after 1997, the Chair-
person of the Internal Revenue Service Over-
sight Board, the Secretary, and the Chair-
person of the electronic commerce advisory
group established under subsection (b)(2)
shall report to the Committees on Ways and
Means, Appropriations, and Government Re-
form and Oversight of the House of Rep-
resentatives, the Committees on Finance,
Appropriations, and Government Affairs of
the Senate, and the Joint Committee on
Taxation, on—

(1) the progress of the Internal Revenue
Service in meeting the policy set forth in
subsection (a);

(2) the status of the plan required by sub-
section (b); and

(3) the necessity of action by the Congress
to assist the Internal Revenue Service to
satisfy the policy set forth in subsection (a).
SEC. 202. EXTENSION OF TIME TO FILE FOR

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

6072 (relating to the time for filing income
tax returns) is amended—

(1) by striking ‘‘(a) GENERAL RULE.—In the
case of’’ and inserting the following:

‘‘(a) GENERAL RULES.—
‘‘(1) PAPER RETURNS.—Except as provided

in paragraph (2), in the case of’’,
(2) by moving the text 2 ems to the right,

and
(3) by adding at the end the following new

paragraph:
‘‘(2) ELECTRONICALLY FILED RETURNS.—In

the case of returns filed electronically, re-
turns made on the basis of the calendar year
shall be filed on or before the 15th day of
May following the close of the calendar year
and returns made on the basis of a fiscal
year shall be filed on or before the 15th day
of the fifth month following the close of the
fiscal year.’’

(b) RETURNS OF CORPORATIONS.—Subsection
(b) of section 6072 (relating to the time for
filing income tax returns) is amended—

(1) by moving the text 2 ems to the right,
and

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

‘‘(2) ELECTRONICALLY FILED RETURNS.—In
the case of returns filed electronically, re-
turns made on the basis of the calendar year
shall be filed on or before the 15th day of
April following the close of the calendar year
and returns made on the basis of a fiscal
year shall be filed on or before the 15th day
of the 4th month following the close of the
fiscal year.’’

(c) INFORMATION RETURNS.—Part V of chap-
ter 61 (relating to information and returns)
is amended by adding the following new sec-
tion:
‘‘SEC. 6073. TIME FOR FILING CERTAIN INFORMA-

TION RETURNS.
‘‘(a) ELECTRONICALLY FILED RETURNS.—In

the case of returns made under subparts B
and C of part III of this chapter that are filed
electronically, such returns shall be filed on
or before March 31 of the year following the
calendar year to which such returns relate.

‘‘(b) NOTICE TO RECIPIENTS.—Notwithstand-
ing subsection (a), receipts for employees re-
quired under section 6051 and any statements
otherwise required to be furnished to persons
with respect to whom information is re-
quired, shall be furnished to such persons on
or before January 31 of the calendar year in
which the return under subsection (a) is re-
quired to be filed.

‘‘(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to returns
required to be filed after December 31, 1999.’’

(d) RETURNS OF PARTNERSHIPS.—Part V of
chapter 61 (relating to information and re-
turns) is amended by adding the following
new section:
‘‘SEC. 6074. TIME FOR FILING PARTNERSHIP RE-

TURNS.
‘‘(a) IN GENERAL.—Except as provided in

subsection (b), returns made under section
6031 shall be filed on or before the 15th day of
the 3d month following the close of the tax-
able year of the partnership, except that the
return of a partnership consisting entirely of
nonresident aliens shall be filed on or before
the 15th day of the 6th month following the
close of the taxable year of the partnership.

‘‘(b) ELECTRONICALLY FILED RETURNS.—In
the case of returns filed electronically, re-
turns shall be filed on or before the 15th day
of the 4th month following the close of the
taxable year of the partnership.’’

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to returns
for taxable years beginning after December
31, 1998.
SEC. 203. PAPERLESS ELECTRONIC FILING.

(a) IN GENERAL.—Section 6061 (relating to
signing of returns and other documents) is
amended—

(1) by striking ‘‘Except as otherwise pro-
vided by’’ and inserting the following:

‘‘(a) GENERAL RULE.—Except as otherwise
provided by subsection (b) and’’, and

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

‘‘(b) ELECTRONIC SIGNATURES.—The Sec-
retary shall develop procedures for the ac-
ceptance of signatures in digital or other
electronic form. Until such time as such pro-
cedures are in place, the Secretary shall ac-
cept electronically filed returns and other
documents on which the required signa-
ture(s) appears in typewritten form, but fil-
ers of such documents shall be required to
retain a signed paper original of all such fil-
ings, to be made available to the Secretary
for inspection, until the expiration of the ap-
plicable period of limitations set forth in
chapter 66.’’.

(b) DEADLINE FOR ESTABLISHING PROCE-
DURES.—Not later than December 31, 1998,
the Secretary of the Treasury or the Sec-
retary’s delegate shall establish procedures
to accept, in electronic form, any other in-
formation, statements, elections, or sched-
ules, from taxpayers filing returns electroni-
cally, so that such taxpayers will not be re-
quired to file any paper.

(c) PROCEDURES FOR COMMUNICATIONS BE-
TWEEN IRS AND PREPARER OF ELECTRONI-
CALLY-FILED RETURNS.—Such Secretary shall
establish procedures for taxpayers to author-
ize, on electronically filed returns, the pre-
parer of such returns to communicate with
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the Internal Revenue Service on matters in-
cluded on such returns.

(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 204. REGULATION OF PREPARERS.

(a) IN GENERAL.—Subsection (a) of section
330 of title 31, United States Code, is amend-
ed—

(1) by striking ‘‘Treasury; and’’ in para-
graph (1) and inserting ‘‘Treasury and all
other persons engaged in the business of pre-
paring returns or otherwise accepting com-
pensation for advising in the preparation of
returns,’’,

(2) by striking the period at the end of
paragraph (2) and inserting ‘‘, and’’, and

(3) by adding at the end the following:
‘‘(3) establish uniform procedures for regu-

lating preparers of paper and electronic tax
and information returns.
No demonstration shall be required under
paragraph (2) for persons solely engaged in
the business of preparing returns or other-
wise accepting compensation for advising in
the preparation of returns.’’

(b) DIRECTOR OF PRACTICE.—Such section
330 is amended by adding at the end the fol-
lowing new subsection:

‘‘(d) DIRECTOR OF PRACTICE.—There is es-
tablished within the Department of the
Treasury an office to be known as the ‘Office
of the Director of Practice’ to be under the
supervision and direction of an official to be
known as the ‘Director of Practice’. The Di-
rector of Practice shall be responsible for
regulation of all practice before the Depart-
ment of the Treasury.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 205. PAPERLESS PAYMENT.

(a) IN GENERAL.—Section 6311 (relating to
payment by check or money order) is amend-
ed to read as follows:
‘‘SEC. 6311. PAYMENT OF TAX BY COMMERCIALLY

ACCEPTABLE MEANS.
‘‘(a) AUTHORITY TO RECEIVE.—It shall be

lawful for the Secretary to receive for inter-
nal revenue taxes (or in payment of internal
revenue stamps) any commercially accept-
able means that the Secretary deems appro-
priate to the extent and under the conditions
provided in regulations prescribed by the
Secretary.

‘‘(b) ULTIMATE LIABILITY.—If a check,
money order, or other method of payment,
including payment by credit card, debit card,
charge card, or electronic funds transfer so
received is not duly paid, or is paid and sub-
sequently charged back to the Secretary, the
person by whom such check, money order, or
other method of payment has been tendered
shall remain liable for the payment of the
tax or for the stamps, and for all legal pen-
alties and additions, to the same extent as if
such check, money order, or other method of
payment had not been tendered.

‘‘(c) LIABILITY OF BANKS AND OTHERS.—If
any certified, treasurer’s, or cashier’s check
(or other guaranteed draft), or any money
order, or any means of payment that has
been guaranteed by a financial institution
(such as a credit card, debit card, charge
card, or electronic funds transfer transaction
which has been guaranteed expressly by a fi-
nancial institution) so received is not duly
paid, the United States shall, in addition to
its right to exact payment from the party
originally indebted therefor, have a lien
for—

‘‘(1) the amount of such check (or draft)
upon all assets of the financial institution on
which drawn,

‘‘(2) the amount of such money order upon
all the assets of the issuer therefor,

‘‘(3) the guaranteed amount of any other
transaction upon all the assets of the insti-
tution making such guarantee,

and such amount shall be paid out of such as-
sets in preference to any other claims what-
soever against such financial institution, is-
suer, or guaranteeing institution, except the
necessary costs and expenses of administra-
tion and the reimbursement of the United
States for the amount expended in the re-
demption of the circulating notes of such fi-
nancial institution.

‘‘(d) PAYMENT BY OTHER MEANS.—
‘‘(1) AUTHORITY TO PRESCRIBE REGULA-

TIONS.—The Secretary shall prescribe such
regulations as the Secretary deems nec-
essary to receive payment by commercially
acceptable means, including regulations
that—

‘‘(A) specify which methods of payment by
commercially acceptable means will be ac-
ceptable;

‘‘(B) specify when payment by such means
will be considered received;

‘‘(C) identify types of nontax matters re-
lated to payment by such means that are to
be resolved by persons ultimately liable for
payment and financial intermediaries, with-
out the involvement of the Secretary; and

‘‘(D) ensure that tax matters will be re-
solved by the Secretary, without the involve-
ment of financial intermediaries.

‘‘(2) AUTHORITY TO ENTER INTO CON-
TRACTS.—Notwithstanding section 3718(f) of
title 31, United States Code, the Secretary is
authorized to enter into contracts to obtain
services relating to receiving payment by
other means when cost beneficial to the Gov-
ernment.

‘‘(3) SPECIAL PROVISIONS FOR USE OF CREDIT
CARDS.—If use of credit cards is accepted as
a method of payment of taxes pursuant to
subsection (a)—

‘‘(A) a payment of internal revenue taxes
(or a payment for internal revenue stamps)
by a person by use of a credit card shall not
be subject to section 161 of the Truth-in-
Lending Act (15 U.S.C 1666), or to any similar
provisions of State law, if the error alleged
by the person is an error relating to the un-
derlying tax liability, rather than an error
relating to the credit card account such as a
computational error or numerical transposi-
tion in the credit card transaction or an
issue as to whether the person authorized
payment by use of the credit card;

‘‘(B) a payment of internal revenue taxes
(or a payment for internal revenue stamps)
shall not be subject to section 170 of the
Truth in Lending Act (15 U.S.C 1666i), or to
any similar provisions of State law;

‘‘(C) a payment of internal revenue taxes
(or a payment for internal revenue stamps)
by a person by use of a debit card shall not
be subject to section 908 of the Electronic
Fund Transfer Act (15 U.S.C 1693f), or to any
similar provisions of State law, if the error
alleged by the person is an error relating to
the underlying tax liability, rather than an
error relating to the debit card account such
as a computational error or numerical trans-
position in the debit card transaction or an
issue as to whether the person authorized
payment by use of the debit card;

‘‘(D) the term ‘creditor’ under section 103(f)
of the Truth in Lending Act (15 U.S.C 1602(f))
shall not include the Secretary with respect
to credit card transactions in payment of in-
ternal revenue taxes (or payment for inter-
nal revenue stamps); and

‘‘(E) notwithstanding any other provision
of law to the contrary, in the case of pay-
ment made by credit card or debit card
transaction in an amount owed to a person
as a result of the correction of an error
under section 161 of the Truth in Lending
Act (15 U.S.C 1666) or section 908 of the Elec-
tronic Fund Transfer Act (15 U.S.C 1693(f)),
the Secretary is authorized to provide such
amount to such person as a credit to that
person’s credit card or debit card account

through the applicable credit card or debit
card system.

‘‘(e) CONFIDENTIALITY OF INFORMATION.—
‘‘(1) IN GENERAL.—Except as otherwise au-

thorized by this subsection, no person may
use or disclose any information relating to
credit or debit card transactions obtained
pursuant to section 6103(k)(8) other than for
purposes directly related to the processing of
such transactions, or the billing or collec-
tion of amounts charged or debited pursuant
thereto.

‘‘(2) EXCEPTIONS.—
‘‘(A) Debit or credit card issuers or others

acting on behalf of such issuers may also use
and disclose such information for purposes
directly related to servicing an issuer’s ac-
counts.

‘‘(B) Debit or credit card issuers or others
directly involved in the processing of credit
or debit card transactions or the billing or
collection of amounts charged or debited
thereto may also use and disclose such infor-
mation for purposes directly related to—

‘‘(i) statistical risk and profitability as-
sessment,

‘‘(ii) transferring receivables, accounts, or
interest therein,

‘‘(iii) auditing the account information,
‘‘(iv) complying with Federal, State, or

local law, and
‘‘(v) properly authorized civil, criminal, or

regulatory investigation by Federal, State,
or local authorities.

‘‘(3) PROCEDURES.—Use and disclosure of in-
formation under this paragraph shall be
made only to the extent authorized by writ-
ten procedures promulgated by the Sec-
retary.

‘‘(4) CROSS REFERENCE.—
‘‘For provision providing for civil damages

for violation of paragraph (1), see section
7431.’’

(b) SEPARATE APPROPRIATION REQUIRED FOR
PAYMENT OF CREDIT CARD FEES.—No amount
may be paid by the United States to a credit
card issuer for the right to receive payments
of internal revenue taxes by credit card
without a separate appropriation therefor.

(c) CLERICAL AMENDMENT.—The table of
sections for subchapter B of chapter 64 is
amended by striking the item relating to
section 6311 and inserting the following:

‘‘Sec. 6311. Payment of tax by commercially
acceptable means.’’

(d) AMENDMENTS TO SECTION 6103 AND 7431
WITH RESPECT TO DISCLOSURE AUTHORIZA-
TION.—

(1) Subsection (k) of section 6103 (relating
to confidentiality and disclosure of returns
and return information) is amended by add-
ing at the end the following new paragraph—

‘‘(8) DISCLOSURE OF INFORMATION TO ADMIN-
ISTER SECTION 6311.—The Secretary may dis-
close returns or return information to finan-
cial institutions and others to the extent the
Secretary deems necessary for the adminis-
tration of section 6311. Disclosures of infor-
mation for purposes other than to accept
payments by check or money orders shall be
made only to the extent authorized by writ-
ten procedures promulgated by the Sec-
retary.’’.

(2) Section 7431 (relating to civil damages
for unauthorized disclosure of returns and
return information) is amended by adding at
the end the following new subsection:

‘‘(g) SPECIAL RULE FOR INFORMATION OB-
TAINED UNDER SECTION 6103(k)(8).—For pur-
poses of this section, any reference to sec-
tion 6103 shall be treated as including a ref-
erence to section 6311(e).’’.

(3) Section 6103(p)(3)(A) is amended by
striking ‘‘or (6)’’ and inserting ‘‘(6), or (8)’’.

(e) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
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day which is 9 months after the date of the
enactment of this Act.
SEC. 206. RETURN-FREE TAX SYSTEM.

(a) IN GENERAL.—The Secretary of the
Treasury or the Secretary’s delegate shall
develop procedures for the implementation
of a return-free tax system under which indi-
viduals would be permitted to comply with
the Internal Revenue Code of 1986 without
making the return required under section
6012 of such Code for taxable years beginning
after 2007.

(b) REPORT.—Not later than June 30 of each
calendar year after 1999, such Secretary shall
report to the Committee on Ways and Means
of the House of Representatives, the Com-
mittee on Finance of the Senate, and the
Joint Committee on Taxation on—

(1) the procedures developed pursuant to
subsection (a),

(2) the number and classes of taxpayers
that would be permitted to use the proce-
dures developed pursuant to subsection (a),

(3) the changes to the Internal Revenue
Code of 1986 that could enhance the use of
such a system, and

(4) what additional resources the Internal
Revenue Service would need to implement
such a system.
SEC. 207. ACCESS TO ACCOUNT INFORMATION.

Not later than December 31, 2006, the Sec-
retary of the Treasury or the Secretary’s
delegate shall develop procedures under
which a taxpayer filing returns electroni-
cally would be able to review the taxpayer’s
account electronically, including all nec-
essary safeguards to ensure the privacy of
such account information.

TITLE III—TAXPAYER PROTECTION AND
RIGHTS

SEC. 301. EXPANSION OF AUTHORITY TO ISSUE
TAXPAYER ASSISTANCE ORDERS.

(a) IN GENERAL.—Section 7811(a) (relating
to taxpayer assistance orders) is amended—

(1) by striking ‘‘Upon application’’ and in-
serting the following:

‘‘(1) IN GENERAL.—Upon application’’,
(2) by moving the text 2 ems to the right,

and
(3) by adding at the end the following new

paragraph:
‘‘(2) DETERMINATION OF HARDSHIP.—For pur-

poses of determining whether a taxpayer is
suffering or about to suffer a significant
hardship, the Taxpayer Advocate should con-
sider—

‘‘(A) whether the Internal Revenue Service
employee to which such order would issue is
following applicable published administra-
tive guidance, including the Internal Reve-
nue Manual,

‘‘(B) whether there is an immediate threat
of adverse action,

‘‘(C) whether there has been a delay of
more than 30 days in resolving taxpayer ac-
count problems, and

‘‘(D) the prospect that the taxpayer will
have to pay significant professional fees for
representation.’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 302. EXPANSION OF AUTHORITY TO AWARD

COSTS AND CERTAIN FEES.
(a) AUTHORITY TO AWARD HIGHER ATTOR-

NEY’S FEES BASED ON COMPLEXITY OF IS-
SUES.—Clause (iii) of section 7430(c)(1)(B) (re-
lating to the award of costs and certain fees)
is amended by inserting ‘‘, or the difficulty
of the issues presented in the case or the
local availability of tax expertise,’’ before
‘‘justifies a higher rate’’.

(b) AWARD OF ADMINISTRATIVE COSTS IN-
CURRED AFTER 30-DAY LETTER.—

(1) Paragraph (2) of section 7430(c) is
amended by striking the last sentence and
insert the following:

‘‘Such term shall only include costs incurred
on or after whichever of the following is the
earliest: (i) the date of the receipt by the
taxpayer of the notice of the decision of the
Internal Revenue Service Office of Appeals,
(ii) the date of the notice of deficiency, or
(iii) the date on which the 1st letter of pro-
posed deficiency which allows the taxpayer
an opportunity for administrative review in
the Internal Revenue Service Office of Ap-
peals is sent.’’

(2) Subparagraph (B) of section 7430(c)(7) is
amended by striking ‘‘or’’ and the end of
clause (i), by striking the period at the end
of clause (ii) and inserting ‘‘, or’’, and by
adding at the end the following new clause:

‘‘(iii) the date on which the 1st letter of
proposed deficiency which allows the tax-
payer an opportunity for administrative re-
view in the Internal Revenue Service Office
of Appeals is sent.’’

(c) AWARD OF FEES FOR CERTAIN ADDI-
TIONAL SERVICES.—Paragraph (3) of section
7430(c) is amended by adding at the end the
following new sentence: ‘‘Such term also in-
cludes such amounts as the court calculates,
based on hours worked and costs expended,
for services of an individual (whether or not
an attorney) who is authorized to practice
before the Tax Court or before the Internal
Revenue Service and who represents the tax-
payer for no more than a nominal fee.’’

(d) DETERMINATION OF PREVAILING PARTY.—
Paragraph (4) of section 7430(c) is amended—

(A) by inserting at the end of subparagraph
(A) the following new flush sentence:
‘‘For purposes of this section, such section
2412(d)(2)(B) shall be applied by substituting
‘$5,000,000’ for the amount otherwise applica-
ble to individuals, and ‘$35,000,000’ for the
amount otherwise applicable to businesses.’’,
and

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

‘‘(D) SAFE HARBOR.—The position of the
United States was not substantially justified
if the United States has not prevailed on the
same issue in at least 3 United States Courts
of Appeal.’’

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to proceed-
ings beginning after the date of the enact-
ment of this Act.
SEC. 303. CIVIL DAMAGES FOR NEGLIGENCE IN

COLLECTION ACTIONS.
(a) IN GENERAL.—Section 7433 (relating to

civil damages for certain unauthorized col-
lection actions) is amended—

(1) in subsection (a), by inserting ‘‘, or by
reason of negligence,’’ after ‘‘recklessly or
intentionally’’, and

(2) in subsection (b)—
(A) in the matter preceding paragraph (1),

by inserting ‘‘($100,000, in the case of neg-
ligence)’’ after ‘‘$1,000,000’’, and

(B) in paragraph (1), by inserting ‘‘or neg-
ligent’’ after ‘‘reckless or intentional’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to actions
of officers or employees of the Internal Reve-
nue Service after the date of the enactment
of this Act.
SEC. 304. DISCLOSURE OF CRITERIA FOR EXAM-

INATION SELECTION.
(a) IN GENERAL.—The Secretary of the

Treasury or the Secretary’s delegate shall,
as soon as practicable, but not later than 180
days after the date of the enactment of this
Act, incorporate into the statement required
by section 6227 of the Omnibus Taxpayer Bill
of Rights (Internal Revenue Service Publica-
tion No. 1) a statement which sets forth in
simple and nontechnical terms the criteria
and procedures for selecting taxpayers for
examination. Such statement shall not in-
clude any information the disclosure of
which would be detrimental to law enforce-

ment, but shall specify the general proce-
dures used by the Internal Revenue Service,
including the extent to which taxpayers are
selected for examination on the basis of in-
formation available in the media or on the
basis of information provided to the Internal
Revenue Service by informants.

(b) TRANSMISSION TO COMMITTEES OF CON-
GRESS.—Such Secretary shall transmit drafts
of the statement required under subsection
(a) (or proposed revisions to any such state-
ment) to the Committee on Ways and Means
of the House of Representatives, the Com-
mittee on Finance of the Senate, and the
Joint Committee on Taxation on the same
day.
SEC. 305. ARCHIVAL OF RECORDS OF INTERNAL

REVENUE SERVICE.
(a) IN GENERAL.—Subsection (l) of section

6103 (relating to confidentiality and disclo-
sure of returns and return information) is
amended by adding at the end the following
new paragraph:

‘‘(16) DISCLOSURE TO NATIONAL ARCHIVES
AND RECORDS ADMINISTRATION.—The Sec-
retary shall, upon written request from the
Archivist of the United States, disclose to
the Archivist all records of the Internal Rev-
enue Service for purposes of scheduling such
records for destruction or for retention in
the National Archives. Any such information
that is retained in the National Archives
shall not be disclosed without the express
written approval of the Secretary.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to requests
made by the Archivist after the date of the
enactment of this Act.
SEC. 306. TAX RETURN INFORMATION.

The Joint Committee on Taxation shall
convene a study of the scope and use of pro-
visions regarding taxpayer confidentiality,
and shall report the findings of such study,
together with such recommendations as it
deems appropriate, to the Congress no later
than one year after the date of the enact-
ment of this Act. Such study shall be led by
a panel of experts, to be appointed by the
Joint Committee on Taxation, which shall
examine the present protections for taxpayer
privacy, the need for third parties to use tax
return information, and the ability to
achieve greater levels of voluntary compli-
ance by allowing the public to know who is
legally required to do so, but does not file
tax returns.
SEC. 307. FREEDOM OF INFORMATION.

(a) IN GENERAL.—The Secretary of the
Treasury or the Secretary’s delegate shall,
as soon as practicable, but not later than 180
days after the date of the enactment of this
Act, develop procedures under which expe-
dited access will be granted to requests
under section 551 of title 5, United States
Code, when—

(1) there exists widespread and exceptional
media interest in the requested information,
and

(2) expedited processing is warranted be-
cause the information sought involves pos-
sible questions about the government’s in-
tegrity which affect public confidence.
In addition, such procedures shall require
the Internal Revenue Service to provide an
explanation to the person making the re-
quest if the request is not satisfied within 30
days, including a summary of actions taken
to date and the expected completion date.
Finally, to the extent that any such request
is not satisfied in full within 60 days, such
person may seek a determination of whether
such request should be granted by the appro-
priate Federal district court.

(b) TRANSMISSION TO COMMITTEES OF CON-
GRESS.—Such Secretary shall transmit drafts
of the procedures required under subsection
(a) (or proposed revisions to any such proce-
dures) to the Committee on Ways and Means



CONGRESSIONAL RECORD — SENATES8544 July 31, 1997
of the House of Representatives, the Com-
mittee on Finance of the Senate, and the
Joint Committee on Taxation on the same
day.
SEC. 308. OFFERS-IN-COMPROMISE.

(a) IN GENERAL.—Section 7122 (relating to
offers-in-compromise) is amended by adding
at the end the following new subsection:

‘‘(c) ALLOWANCES.—The Secretary shall de-
velop and publish schedules of national and
local allowances to ensure that taxpayers en-
tering into a compromise have an adequate
means to provide for basic living expenses.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 309. ELIMINATION OF INTEREST DIFFEREN-

TIAL ON OVERPAYMENTS AND UN-
DERPAYMENTS.

(a) IN GENERAL.—Subsection (a) of section
6621 (relating to the determination of rate of
interest) is amended to read as follows:

‘‘(a) GENERAL RULE.—
‘‘(1) RATE.—The rate established under this

section shall be the sum of—
‘‘(A) the Federal short-term rate deter-

mined under subsection (b), plus
‘‘(B) the number of percentage points spec-

ified by the Secretary.
‘‘(2) DETERMINATION OF PERCENTAGE

POINTS.—The number of percentage points
specified by the Secretary for purposes of
paragraph (1)(B) shall be the number which
the Secretary estimates will result in the
same net revenue to the Treasury as would
have resulted without regard to the amend-
ments made by section 309 of the Internal
Revenue Service Restructuring and Reform
Act of 1997.’’

(b) CONFORMING AMENDMENTS.—
(1) Section 6621 is amended by striking sub-

section (c).
(2) The following provisions are each

amended by striking ‘‘overpayment rate’’
and inserting ‘‘rate’’: Sections 42(j)(2)(B),
167(g)(2)(C), 460(b)(2)(C), 6343(c), 6427(i)(3)(B),
6611(a), and 7426(g).

(3) The following provisions are each
amended by striking ‘‘underpayment rate’’
and inserting ‘‘rate’’: Sections 42(k)(4)(A)(ii),
148(f)(4)(C)(x)(II), 148(f)(7)(C)(ii), 453A(c)(2)(B),
644(a)(2)(B), 852(e)(3)(A), 4497(c)(2), 6332(d)(1),
6601(a), 6602, 6654(a)(1), 6655(a)(1), and
6655(h)(1).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply for purposes
of determining interests for periods after the
date of the enactment of this Act.
SEC. 310. ELIMINATION OF APPLICATION OF

FAILURE TO PAY PENALTY DURING
PERIOD OF INSTALLMENT AGREE-
MENT.

(a) IN GENERAL.—Subsection (c) of section
6651 (relating to the penalty for failure to
file tax return or to pay tax) is amended by
adding at the end the following new para-
graph:

‘‘(3) TOLLING DURING PERIOD OF INSTALL-
MENT AGREEMENT.—If the amount required to
be paid is the subject of an agreement for
payment of tax liability in installments
made pursuant to section 6159, the additions
imposed under subsection (a) shall not apply
so long as such agreement remains in ef-
fect.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to agree-
ments entered into after the date of the en-
actment of this Act.
SEC. 311. SAFE HARBOR FOR QUALIFICATION

FOR INSTALLMENT AGREEMENTS.
(a) IN GENERAL.—Subsection (a) of section

6159 (relating to agreements for payment of
tax liability in installments) is amended—

(1) by striking ‘‘The Secretary is’’ and in-
serting the following:

‘‘(1) IN GENERAL.—The Secretary is’’,

(2) by moving the test 2 ems to the right,
and

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

‘‘(2) SAFE HARBOR.—The Secretary shall
enter into an agreement to accept the pay-
ment of a tax liability in installments if—

‘‘(A) the amount of such liability does not
exceed $10,000,

‘‘(B) the taxpayer has not failed to file any
tax return or pay any tax required to be
shown thereon during the immediately pre-
ceding 5 years, and

‘‘(C) the taxpayer has not entered into any
prior installment agreement under this para-
graph.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to agree-
ments entered into after the date of the en-
actment of this Act.
SEC. 312. PAYMENT OF TAXES.

(a) IN GENERAL.—The Secretary of the
Treasury or his delegate shall establish such
rules, regulations, and procedures as are nec-
essary to require payment of taxes by check
or money order to be made payable to the
Treasurer, United States of America.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 313. LOW INCOME TAXPAYER CLINICS.

(a) IN GENERAL.—Chapter 77 (relating to
miscellaneous provisions) is amended by add-
ing at the end thereof the following new sec-
tion:
‘‘SEC. 7525. LOW INCOME TAXPAYER CLINICS.

‘‘(a) IN GENERAL.—The Secretary shall
make grants to provide matching funds for
the development, expansion, or continuation
of qualified low income taxpayer clinics.

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

‘‘(1) QUALIFIED LOW INCOME TAXPAYER CLIN-
IC.—

‘‘(A) IN GENERAL.—The term ‘qualified low
income taxpayer clinic’ means a clinic
that—

‘‘(i) represents low income taxpayers in
controversies with the Internal Revenue
Service,

‘‘(ii) operates programs to inform individ-
uals for whom English is a second language
about their rights and responsibilities under
this title, and

‘‘(iii) does not charge more than a nominal
fee for its services, except for reimbursement
of actual costs incurred.

‘‘(B) REPRESENTATION OF LOW INCOME TAX-
PAYERS.—A clinic meets the requirements of
subparagraph (A)(i) if—

‘‘(i) at least 90 percent of the taxpayers
represented by the clinic have income which
does not exceed 250 percent of the poverty
level, as determined in accordance with cri-
teria established by the Director of the Of-
fice of Management and Budget, and

‘‘(ii) the amount in controversy for any
taxable year generally does not exceed the
amount specified in section 7463.

‘‘(2) CLINIC.—The term ‘clinic’ includes—
‘‘(A) a clinical program at an accredited

law school in which students represent low
income taxpayers in controversies arising
under this title, and

‘‘(B) an organization exempt from tax
under section 501(c) which satisfies the re-
quirements of paragraph (1) through rep-
resentation of taxpayers or referral of tax-
payers to qualified representatives.

‘‘(3) QUALIFIED REPRESENTATIVE.—The term
‘qualified representative’ means any individ-
ual (whether or not an attorney) who is au-
thorized to practice before the Internal Rev-
enue Service or the applicable court.

‘‘(c) SPECIAL RULES AND LIMITATIONS.—
‘‘(1) AGGREGATE LIMITATION.—Unless other-

wise provided by specific appropriation, the

Secretary shall not allocate more than
$3,000,000 per year (exclusive of costs of ad-
ministering the program) to grants under
this section.

‘‘(2) LIMITATION ON INDIVIDUAL GRANTS.—A
grant under this section shall not exceed
$100,000 per year.

‘‘(3) MULTI-YEAR GRANTS.—Upon applica-
tion of a qualified low income taxpayer clin-
ic, the Secretary is authorized to award a
multi-year grant not to exceed 3 years.

‘‘(4) CRITERIA FOR AWARDS.—In determining
whether to make a grant under this section,
the Secretary shall consider—

‘‘(A) the numbers of taxpayers who will be
served by the clinic, including the number of
taxpayers in the geographical area for whom
English is a second language,

‘‘(B) the existence of other low income tax-
payer clinics serving the same population,

‘‘(C) the quality of the program offered by
the low income taxpayer clinic, including
the qualifications of its administrators and
qualified representatives, and its track
record, if any, in providing service to low in-
come taxpayers, and

‘‘(D) alternative funding sources available
to the clinic, including amounts received
from other grants and contributions, and the
endowment and resources of the educational
institution sponsoring the clinic.

‘‘(5) REQUIREMENT OF MATCHING FUNDS.—A
low income taxpayer clinic must provide
matching funds on a dollar for dollar basis
for all grants provided under this section.
Matching funds may include—

‘‘(A) the salary (including fringe benefits)
of a faculty member at an educational insti-
tution who is teaching in the clinic;

‘‘(B) the salaries of administrative person-
nel employed in the clinic; and

‘‘(C) the cost of equipment used in the clin-
ic.

Indirect expenses, including general over-
head of the educational institution sponsor-
ing the clinic, shall not be counted as match-
ing funds.’’.

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 77 is amended by adding
at the end the following new section:

‘‘Sec. 7525. Low income taxpayer clinics.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 314. JURISDICTION OF THE TAX COURT.

(a) INTEREST DETERMINATIONS.—Subsection
(c) of section 7481 (relating to the date when
Tax Court decisions become final) is amend-
ed—

(1) by inserting ‘‘or underpayment’’ after
‘‘overpayment’’ each place it appears, and

(2) by striking ‘‘petition’’ in paragraph (3)
and inserting ‘‘motion’’.

(b) EXTENSION OF TIME FOR PAYMENT OF ES-
TATE TAX.—Section 6166 (relating to the ex-
tension of time for payment of estate tax) is
amended—

(1) by redesignating subsection (k) as sub-
section (l), and

(2) by inserting after subsection (j) the fol-
lowing new subsection:

‘‘(k) JUDICIAL REVIEW.—The Tax Court
shall have jurisdiction to review disputes re-
garding initial or continuing eligibility for
extensions of time for payment under this
section, including disputes regarding the
proper amount of installment payments re-
quired herein.’’

(c) SMALL CASE CALENDAR.—
(1) Subsection (a) of section 7463 (relating

to disputes involving $10,000 or less) is
amended by striking ‘‘$10,000’’ each place it
appears and inserting ‘‘$25,000’’.

(2) The section heading for section 7463 is
amended by striking ‘‘$10,000’’ and inserting
‘‘$25,000’’.
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(3) The item relating to section 7463 in the

table of sections for part II of subchapter C
of chapter 76 is amended by striking
‘‘$10,000’’ and inserting ‘‘$25,000’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to proceed-
ings commencing after the date of the enact-
ment of this Act.
SEC. 315. CATALOGING COMPLAINTS.

(a) IN GENERAL.—The Commissioner of In-
ternal Revenue shall, as soon as practicable,
but not later than 180 days after the date of
the enactment of this Act, develop proce-
dures to catalog and review taxpayer com-
plaints of misconduct by Internal Revenue
Service employees. Such procedures should
include guidelines for internal review and
discipline of employees, as warranted by the
scope of such complaints.

(b) HOTLINE.— The Commissioner of Inter-
nal Revenue shall, as soon as practicable,
but not later than 180 days after the date of
the enactment of this Act, establish a toll-
free telephone number for taxpayers to reg-
ister complaints of misconduct by Internal
Revenue Service employees, and shall pub-
lish such number in Publication 1.
SEC. 316. PROCEDURES INVOLVING TAXPAYER

INTERVIEWS.
(a) IN GENERAL.—Paragraph (1) of section

7521(b) (relating to procedures involving tax-
payer interviews) is amended to read as fol-
lows:

‘‘(1) EXPLANATIONS OF PROCESSES.—An offi-
cer or employee of the Internal Revenue
Service shall—

‘‘(A) before or at an initial interview, pro-
vide to the taxpayer—

‘‘(i) in the case of an in-person interview
with the taxpayer relating to the determina-
tion of any tax, an explanation of the audit
process and the taxpayer’s rights under such
process, or

‘‘(ii) in the case of an in-person interview
with the taxpayer relating to the collection
of any tax, an explanation of the collection
process and the taxpayer’s rights under such
process, and

‘‘(B) before an in-person initial interview
with the taxpayer relating to the determina-
tion of any tax—

‘‘(i) inquire whether the taxpayer is rep-
resented by an individual described in sub-
section (c),

‘‘(ii) explain that the taxpayer has the
right to have the interview take place in a
reasonable place and that such place does
not have to be the taxpayer’s home,

‘‘(iii) explain the reasons for the selection
of the taxpayer’s return for examination,
and

‘‘(iv) provide the taxpayer with a written
explanation of the applicable burdens of
proof on taxpayers and the Internal Revenue
Service.

If the taxpayer is represented by an individ-
ual described in subsection (c), the interview
may not proceed without the presence of
such individual unless the taxpayer con-
sents.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to inter-
views and examinations taking place after
the date of the enactment of this Act.
SEC. 317. EXPLANATION OF JOINT AND SEVERAL

LIABILITY.
(a) IN GENERAL.—The Secretary of the

Treasury or the Secretary’s delegate shall,
as soon as practicable, but not later than 180
days after the date of the enactment of this
Act, establish procedures to clearly alert
taxpayers of their joint and several liabil-
ities on all tax forms, publications, and in-
structions. Such procedures shall include ex-
planations of the possible consequences of
joint and several liability.

(b) TRANSMISSION TO COMMITTEES OF CON-
GRESS.—Such Secretary shall transmit drafts

of the procedures required under subsection
(a) (or proposed revisions to any such proce-
dures) to the Committee on Ways and Means
of the House of Representatives, the Com-
mittee on Finance of the Senate, and the
Joint Committee on Taxation on the same
day.

SEC. 318. PROCEDURES RELATING TO EXTEN-
SIONS OF STATUTE OF LIMITATIONS
BY AGREEMENT.

(a) IN GENERAL.—Paragraph (4) of section
6501(c) (relating to the period for limitations
on assessment and collection) is amended—

(1) by striking ‘‘Where’’ and inserting the
following:

‘‘(A) IN GENERAL.—Where’’,
(2) by moving the text 2 ems to the right,

and
(3) by adding at the end the following new

subparagraph:
‘‘(B) NOTICE TO TAXPAYER OF RIGHT TO

REFUSE OR LIMIT EXTENSION.—The Secretary
shall notify the taxpayer of the taxpayer’s
right to refuse to extend the period of limita-
tions, or to limit such extension to particu-
lar issues, on each occasion when the tax-
payer is requested to provide such consent.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to requests
to extend the period of limitations made
after the date of the enactment of this Act.

SEC. 319. REVIEW OF PENALTY ADMINISTRATION.

The Taxpayer Advocate shall prepare a
study and provide an independent report to
the Committee on Ways and Means of the
House of Representatives, the Committee on
Finance of the Senate, and the Joint Com-
mittee on Taxation, no later than July 30,
1998, reviewing the administration and im-
plementation by the Internal Revenue Serv-
ice of the penalty reform recommendations
made in the Omnibus Budget Reconciliation
Act of 1989, including legislative and admin-
istrative recommendations to simplify pen-
alty administration and reduce taxpayer
burden.

SEC. 320. STUDY OF TREATMENT OF ALL TAX-
PAYERS AS SEPARATE FILING UNITS.

The Secretary of the Treasury or his dele-
gate and the Comptroller General of the
United States shall each conduct separate
studies on the feasibility of treating each in-
dividual separately for purposes of the Inter-
nal Revenue Code of 1986, including rec-
ommendations for eliminating the marriage
penalty, addressing community property is-
sues, and reducing burden for divorced and
separated taxpayers. The reports of each
study shall be delivered to the Committee on
Ways and Means of the House of Representa-
tives, the Committee on Finance of the Sen-
ate, and the Joint Committee on Taxation
no later than 180 days after the date of the
enactment of this Act.

SEC. 321. STUDY OF BURDEN OF PROOF.

The Comptroller General of the United
States shall prepare a report on the burdens
of proof for taxpayers and the Internal Reve-
nue Service for controversies arising under
the Internal Revenue Code of 1986, which
shall be delivered to the Committee on Ways
and Means of the House of Representatives,
the Committee on Finance of the Senate,
and the Joint Committee on Taxation no
later than 180 days after the date of the en-
actment of this Act. Such report shall high-
light the differences between these burdens
and the burdens imposed in other disputes
with the Federal Government, and should
comment on the impact of changing these
burdens on tax administration and taxpayer
rights.

TITLE IV—CONGRESSIONAL ACCOUNT-
ABILITY FOR THE INTERNAL REVENUE
SERVICE

Subtitle A—Oversight
SEC. 401. EXPANSION OF POWERS OF THE JOINT

COMMITTEE ON TAXATION.

(a) IN GENERAL.—Section 8021 (relating to
the powers of the Joint Committee on Tax-
ation) is amended by adding at the end the
following new subsections:

‘‘(e) CONSULTANT SERVICES.—The Joint
Committee is authorized to procure the serv-
ices of experts and consultants in accordance
with section 3109(b) of title 5, United States
Code.

‘‘(f) INVESTIGATIONS.—The Joint Commit-
tee shall review all requests (other than re-
quests by a Committee or Subcommittee) for
investigations of the Internal Revenue Serv-
ice by the General Accounting Office, and ap-
prove such requests when appropriate, with a
view towards eliminating overlapping inves-
tigations, ensuring that the General Ac-
counting Office has the capacity to handle
the investigation, and ensuring that inves-
tigations focus on areas of primary impor-
tance to tax administration.

‘‘(g) RELATING TO JOINT HEARINGS.—
‘‘(1) IN GENERAL.—The Chief of Staff, and

such other staff as are appointed pursuant to
section 8004, shall provide such assistance as
is required for joint hearings described in
paragraph (2).

‘‘(2) JOINT HEARINGS.—On or before April 1
of each calendar year after 1997, there shall
be a joint hearing of two members of the ma-
jority and one member of the minority from
each of the Committees on Finance, Appro-
priations, and Government Affairs of the
Senate, and the Committees on Ways and
Means, Appropriations, and Government Re-
form and Oversight of the House of Rep-
resentatives, to review the strategic plans
and budget for the Internal Revenue Service.
After the conclusion of the annual filing sea-
son, there shall be a second annual joint
hearing to review other matters outlined in
section 8022(3)(C).’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of the enactment of this Act.
SEC. 402. COORDINATED OVERSIGHT REPORTS.

(a) IN GENERAL.—Paragraph (3) of section
8022 (relating to the duties of the Joint Com-
mittee on Taxation) is amended to read as
follows:

‘‘(3) REPORTS.—
‘‘(A) To report, from time to time, to the

Committee on Finance and the Committee
on Ways and Means, and, in its discretion, to
the Senate or House of Representatives, or
both, the results of its investigations, to-
gether with such recommendations as it may
deem advisable.

‘‘(B) To report, annually, to the Committee
on Finance and the Committee on Ways and
Means on the overall state of the Federal tax
system, together with recommendations
with respect to possible simplification pro-
posals and other matters relating to the ad-
ministration of the Federal tax system as it
may deem advisable.

‘‘(C) To report, annually, to the Commit-
tees on Finance, Appropriations, and Gov-
ernment Affairs of the Senate, and to the
Committees on Ways and Means, Appropria-
tions, and Government Reform and Over-
sight of the House of Representatives, with
respect to—

‘‘(i) strategic and business plans for the In-
ternal Revenue Service;

‘‘(ii) progress of the Internal Revenue Serv-
ice in meeting its objectives;

‘‘(iii) the budget for the Internal Revenue
Service and whether it supports its objec-
tives;
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‘‘(iv) progress of the Internal Revenue

Service in improving taxpayer service and
compliance;

‘‘(v) progress of the Internal Revenue Serv-
ice on technology modernization; and

‘‘(vi) the annual filing season.’’.
(b) EFFECTIVE DATE.—The amendments

made by this section shall take effect on the
date of the enactment of this Act.

Subtitle B—Budget
SEC. 411. BUDGET DISCRETION.

(a) IN GENERAL.—
(1) ADJUSTMENTS.—For purposes of the

Congressional Budget Act of 1974 and the
Balanced Budget and Emergency Deficit
Control Act of 1985—

(A) the discretionary spending limits under
section 601(a)(2) of the Congressional Budget
Act of 1974 (and those limits as cumulatively
adjusted) for the current fiscal year and each
outyear;

(B) the allocations to the Committees on
Appropriations under sections 302(a) and
602(a) of the Congressional Budget Act of
1974; and

(C) the levels for major functional cat-
egory 800 (General Government) and the ap-
propriate budgetary aggregates in the most
recently agreed to concurrent resolution on
the budget,

shall be adjusted to reflect the amounts of
additional new budget authority or addi-
tional outlays reported by the Committee on
Appropriations in appropriations legislation
(or by the committee of conference on such
legislation) for the Internal Revenue Serv-
ice.

(2) LIMITATION.—Any adjustments made
pursuant to paragraph (1) may be made for
new initiatives on an annual basis only for—

(A) improvements in taxpayer services, in-
cluding building an integrated database of
taxpayer information accessible to front-line
Internal Revenue Service personnel; or

(B) other improvements that the Director
of the Congressional Budget Office certifies
to the Chairpersons of the Committees on
Budget of the Senate and the House of Rep-
resentatives that such budget authority will
not increase the Federal budget deficit,
except that funding for ongoing programs
shall be provided through the normal appro-
priations process.

(b) REVISED LIMITS, ALLOCATIONS, LEVELS,
AND AGGREGATES.—Upon the reporting of leg-
islation pursuant to subsection (a), and
again upon the submission of a conference
report on such legislation in either House (if
a conference report is submitted), the Chair-
persons of the Committees on the Budget of
the Senate and the House of Representatives
shall file with their respective Houses appro-
priately revised—

(1) discretionary spending limits under sec-
tion 601(a)(2) of the Congressional Budget
Act of 1974 (and those limits as cumulatively
adjusted) for the current fiscal year and each
outyear;

(2) allocations to the Committee on Appro-
priations under sections 302(a) and 602(a) of
that Act; and

(3) levels for major functional category 800
(General Government) and the appropriate
budgetary aggregates in the most recently
agreed to concurrent resolution on the budg-
et, to carry out this subsection.
These revised discretionary spending limits,
allocations, functional levels, and aggregates
shall be considered for purposes of congres-
sional enforcement of that Act as the discre-
tionary spending limits, allocations, func-
tional levels, and aggregates.

(c) REPORTING REVISED ALLOCATIONS.—The
Committees on Appropriations of the Senate
and the House of Representatives may report
appropriately revised allocations pursuant to
sections 302(b) and 602(b) of the Congres-

sional Budget Act of 1974 to carry out this
section.

(d) CONTINGENCIES.—This section shall not
apply to any additional new budget author-
ity or additional outlays unless the Director
of the Congressional Budget Office certifies
to the Chairpersons of the Committees on
Appropriation of the Senate and the House of
Representatives that the Director or any
other outside authority has verified that—

(1) the Internal Revenue Service has pro-
vided them with reasonably accurate cost
and revenue information;

(2) the Internal Revenue Service has imple-
mented adequate quality service measures
consistent with taxpayer rights;

(3) the Internal Revenue Service has ob-
tained a clean opinion on its financial audit
of appropriated accounts; and

(4) the Internal Revenue Service has made
significant progress towards receiving a
clean opinion on its financial audit of custo-
dial accounts.
SEC. 412. FUNDING FOR CENTURY DATE CHANGE.

It is the sense of Congress that funding for
the Internal Revenue Service efforts to re-
solve the century date change computing
problems should be funded fully to provide
for certain resolution of such problems.
SEC. 413. FINANCIAL MANAGEMENT ADVISORY

GROUP.
The Commissioner shall convene a finan-

cial management advisory group consisting
of individuals with expertise in govern-
mental accounting and auditing from both
the private sector and the Government to ad-
vise the Commissioner on financial manage-
ment issues, including—

(1) the continued partnership between the
Internal Revenue Service and the General
Accounting Office;

(2) the financial accounting aspects of the
Internal Revenue Service’s system mod-
ernization;

(3) the necessity and utility of year-round
auditing; and

(4) the Commissioner’s plans for improving
its financial management system.

Subtitle C—Tax Law Complexity
SEC. 421. ROLE OF THE INTERNAL REVENUE

SERVICE.
It is the sense of Congress that the Inter-

nal Revenue Service should provide the Con-
gress with an independent view of tax admin-
istration, and that during the legislative
process, the tax writing committees of the
Congress should hear from front-line tech-
nical experts at the Internal Revenue Serv-
ice with respect to the administrability of
pending amendments to the Internal Reve-
nue Code of 1986.
SEC. 422. TAX COMPLEXITY ANALYSIS.

(a) IN GENERAL.—Chapter 92 (relating to
powers and duties of the Joint Committee on
Taxation) is amended by adding at the end
the following new section:
‘‘SEC. 8024. TAX COMPLEXITY ANALYSIS.

‘‘(a) IN GENERAL.—
‘‘(1) REPORTED BILLS AND RESOLUTIONS.—

When a committee of the Senate or House of
Representatives reports a bill or joint resolu-
tion that includes any provision amending
the Internal Revenue Code of 1986, the report
for such bill or joint resolution shall contain
a Tax Complexity Analysis prepared by the
Joint Committee on Taxation for each provi-
sion therein.

‘‘(2) AMENDED BILLS AND JOINT RESOLU-
TIONS; CONFERENCE REPORTS.—If a bill or
joint resolution is passed in an amended
form (including if passed by one House as an
amendment in the nature of a substitute for
the text of a bill or joint resolution from the
other House) or is reported by a committee
of conference in amended form, and the
amended form contains an amendment to the

Internal Revenue Code of 1986 not previously
considered by either House, then the com-
mittee of conference shall ensure that the
Joint Committee on Taxation prepares a Tax
Complexity Analysis for each provision
therein.

‘‘(b) CONTENT OF COMPLEXITY ANALYSIS.—
Each Tax Complexity Analysis must ad-
dress—

‘‘(1) whether the provision is new, modifies
or replaces existing law, and whether hear-
ings were held to discuss the proposal and
whether the Internal Revenue Service pro-
vided input as to its administrability;

‘‘(2) when the provision becomes effective,
and corresponding compliance requirements
on taxpayers (e.g., effective on date of enact-
ment, phased in, or retroactive);

‘‘(3) whether new Internal Revenue Service
forms or worksheets are needed, whether ex-
isting forms or worksheets must be modified,
and whether the effective date allows suffi-
cient time for the Internal Revenue Service
to prepare such forms and educate taxpayers;

‘‘(4) necessity of additional interpretive
guidance (e.g., regulations, rulings, and no-
tices);

‘‘(5) the extent to which the proposal relies
on concepts contained in existing law, in-
cluding definitions;

‘‘(6) effect on existing record keeping re-
quirements and the activities of taxpayers,
complexity of calculations and likely behav-
ioral responses, and standard business prac-
tices and resource requirements;

‘‘(7) number, type, and sophistication of af-
fected taxpayers; and

‘‘(8) whether the proposal requires the In-
ternal Revenue Service to assume respon-
sibilities not directly related to raising reve-
nue which could be handled through another
Federal agency.

‘‘(c) LEGISLATION SUBJECT TO POINT OF
ORDER.—

‘‘(1) IN GENERAL.—It shall not be in order in
the Senate or the House of Representatives
to consider any bill, joint resolution, amend-
ment, motion, or conference report that is
not accompanied by a Tax Complexity Anal-
ysis for each provision therein.

‘‘(2) IN THE SENATE.—Upon a point of order
being made by any Senator against any pro-
vision under this section, and the point of
order being sustained by the Chair, such spe-
cific provision shall be deemed stricken from
the bill, resolution, amendment, amendment
in disagreement, or conference report, and
may not be offered as an amendment from
the floor.

‘‘(3) IN THE HOUSE OF REPRESENTATIVES.—
‘‘(A) It shall not be in order in the House

of Representatives to consider a rule or order
that waives the application of paragraph (1).

‘‘(B) In order to be cognizable by the Chair,
a point of order under this section must
specify the precise language on which it is
premised.

‘‘(C) As disposition of points of order under
this section, the Chair shall put the question
of consideration with respect to the propo-
sition that is the subject of the points of
order.

‘‘(D) A question of consideration under this
section shall be debatable for 10 minutes by
each Member initiating a point of order and
for 10 minutes by an opponent on each point
of order, but shall otherwise by decided with-
out intervening motion except one that the
House adjourn or that the Committee of the
Whole rise, as the case may be.

‘‘(E) The disposition of the question of con-
sideration under this subsection with respect
to a bill or joint resolution shall be consid-
ered also to determine the question of con-
sideration under this subsection with respect
to an amendment made in order as original
text.
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‘‘(d) RESPONSIBILITIES OF THE COMMIS-

SIONER.—The Commissioner shall provide the
Joint Committee on Taxation with such in-
formation as is necessary to prepare a Tax
Complexity Analysis on each instance in
which such an analysis is required.’’

(b) CLERICAL AMENDMENT.—The table of
sections for chapter 92 is amended by adding
at the end the following new item:

‘‘Sec. 8024. Tax complexity analysis.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to legisla-
tion considered on or after the earlier of Jan-
uary 1, 1998, or the 90th day after the date of
the enactment of an additional appropriation
to carry out section 8024 of the Internal Rev-
enue Code of 1986, as added by this section.
SEC. 423. SIMPLIFIED TAX AND WAGE REPORTING

SYSTEM.
(a) POLICY.—It is the policy of the Congress

that employers should have a single point of
filing tax and wage reporting information.

(b) ELECTRONIC FILING OF INFORMATION RE-
TURNS.—The Social Security Administration
shall establish procedures no later than De-
cember 31, 1998, to accept electronic submis-
sions of tax and wage reporting information
from employers, and to forward such infor-
mation to the Internal Revenue Service, and
to the tax administrators of the States, upon
request and reimbursement of expenses. For
purposes of this paragraph, recipients of tax
and wage reporting information from the So-
cial Security Administration shall reimburse
the Social Security Administration for its
incremental expenses associated with ac-
cepting and furnishing such information.
SEC. 424. COMPLIANCE BURDEN ESTIMATES.

The Joint Committee on Taxation shall
prepare a study of the feasibility of develop-
ing a baseline estimate of taxpayers’ compli-
ance burdens against which future legisla-
tive proposals could be measured.

By Mr. MOYNIHAN (for himself
and Mr. D’AMATO):

S. 1097. A bill to reduce acid deposi-
tion under the Clean Air Act, and for
other purposes; to the Committee on
Environment and Public Works.

THE ACID DEPOSITION CONTROL ACT OF 1997.
Mr. MOYNIHAN. Mr. President, I rise

today to introduce the Acid Deposition
Control Act of 1997, a bill to combat
acid rain and help restore health to the
Nation’s sensitive ecosystems—such as
the Adirondack Park in my home State
of New York. My friend and colleague,
Senator D’AMATO is cosponsor of this
measure.

Mr. President, in the 1960’s, fisher-
men in the Adirondacks began to com-
plain about more than the big ones
that got away. Fish, once abundant,
were not simply becoming harder to
catch. They had disappeared. Initially,
pollution seemed an unlikely cause.
The lakes lie in a park protected by the
New York State Constitution from
most disturbances by human activities.
Most of the lakes are virtually inacces-
sible, except to fishermen—and the
winds that blow in from industrial
pockets across the Midwest.

Before long, pioneering scientists
such as Cornell University’s Eugene
Likens and Carl Schofield and Syra-
cuse University’s Charles Driscoll es-
tablished a link between increased dep-
osition of acidic compounds in rainfall
and the absence or deformity of fish in
lakes with clear water and low pH.

This was precisely the phenomenon
first documented by Robert Angus
Smith in Manchester, England, in 1852.
More recently, acid rain had been of
concern in Scandinavia. Acids lofted
into the atmosphere from tall smoke-
stacks in the industrial basin of the
Ruhr River, falling on watersheds that
were, in many places, little more than
bare rock. Closer to the source, acid
rain was blamed for Waldsterben, the
death of Germany’s prized Black For-
est.

We have learned a great deal since
then. In June 1980, Congress passed the
Energy Security Act, Public Law 96–
264. Title VII consisted of a bill I intro-
duced in 1979, the Acid Precipitation
Act of 1980. It established the National
Acid Precipitation Assessment Pro-
gram [NAPAP]—an interagency re-
search program to foster the develop-
ment of science-based Federal policy
regarding acid rain. This program re-
sulted in the establishment of long-
term acid deposition monitoring pro-
grams, a network of permanent forest
plots and lake sampling regimes, over
1,500 peer reviewed publications, and
perhaps more important the issuance
of 71 doctoral degrees in acid deposi-
tion research during the 1980’s com-
pared to only 2 in the decade before.

By the end of this massive study, sci-
entists worldwide gathered in South
Carolina to discuss what they had
learned. They learned that at least 800
lakes and 2,200 streams in the eastern
United States had been made acidic by
acid rain; they predicted that an addi-
tional 10 percent would become acidic
over the next decade without addi-
tional legislation. And they con-
firmed—as had been expected—that
sulfur dioxide emissions were found to
be a significant factor in acidifying
ecosystems. Sulfur dioxide had contrib-
uted to forest decline in high elevation
areas, corrosion of stone and metal
structures, and reduced visibility.

In 1990, Congress enacted acid rain
controls to reduce sulfur dioxide emis-
sions by 10 million tons below 1985 lev-
els, utilizing a unique, market-based
approach to ensure the most cost-effec-
tive pollution reduction possible. At
the time, the measure was expected to
have some noticeable—but not over-
whelming—beneficial effects.

We were right. Visibility has in-
creased. Acidification of lake waters
and deterioration of materials has been
reduced. The incidence of respiratory
disease has decreased. The market-
based emissions trading approach has
proved a tremendous success, fostering
reductions nearly 40 percent beyond
that which the act required, at costs
amounting to a mere fraction of indus-
try and government predictions. Equal-
ly important, our knowledge increased.

In recent years, scientists have iden-
tified another important precursor of
acid rain: nitrogen oxides. Studies on
the combined effect of sulfur dioxide
and nitrogen oxide strongly suggest
that the Clean Air Act will not be ade-
quate to prevent long-term deteriora-

tion of national treasures such as the
Adirondack Mountains and the Chesa-
peake Bay. According to a 1995 Envi-
ronmental Protection Agency [EPA]
study, even with the reductions re-
quired by the Clean Air Act, up to 45
percent of the lakes in the Adirondacks
will become too acidic to support most
aquatic life by the year 2040. Lakes too
acidic to support life. Now there is a
powerful image.

The bill I introduce today requires an
additional 50-percent reduction of sul-
fur dioxide and a 75-percent reduction
in the level of nitrogen oxides emitted
from electric utilities. This legislation
blends the best judgment of top sci-
entists with the successful, market-
based approach of the existing pro-
gram.

The legislation calls for a nitrogen
oxide cap and trade program similar to
the sulfur dioxide program presently
administered by EPA’s Acid Rain Divi-
sion. Under the program, EPA officials
would divide a fixed—capped—number
of nitrogen oxide emission allowances
among the 48 contiguous States each
year, basing each State’s share of al-
lowances on the State’s share of the
power generated within the 48 States.

Each State, in turn, would divide the
allowances among the utilities within
the State, in whatever manner the
State sees fit. Each allowance rep-
resents a limited right to emit 1 ton of
NOX pollution. Each utility must con-
duct an accounting procedure to ensure
that they hold enough allowances to
cover their emissions tonnage. A util-
ity with more allowances than emis-
sions may sell their additional allow-
ances or save them for use in a future
year. Likewise, a utility with fewer al-
lowances than emissions would pur-
chase excess allowances from another
source.

If for any reason a State does not
wish to administer the allocation of al-
lowances to its utilities, the EPA Ad-
ministrator will distribute the allow-
ances automatically, giving each util-
ity a share of the State’s allowances
equal to that utility’s share of the
State’s power generation.

In addition to contributing to acid
deposition, NOX pollution contributes
to ozone pollution, a respiratory and
pulmonary irritant which can cause
significant adverse health effects. Be-
cause heat and sunlight are necessary
components in the creation of ozone
pollution, ozone is most prevalent in
warm summer months. Therefore, in an
effort to reduce ozone pollution, the
legislation would take additional
measures to reduce summertime NOX

emissions. During the months of May,
June, July, August, and September, an
electric utility would be forced to sur-
render two allowances per ton of NOX

emitted.
The NOX trading program would com-

mence operation on January 1, 2000, be-
ginning with an annual cap of 5.4 mil-
lion allowances and cutting back to 3.0
million allowances beginning in 2003.
EPA modeling suggests that, due to
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the two-for-one ozone season emissions
provision, the actual emissions will
likely drop to approximately 2.3 mil-
lion tons per year after 2003—a reduc-
tion of approximately 70 percent from
1995 levels.

Mr. President, there were days when
dark plumes of smoke coming out of
factory smokestacks were signs of
prosperity. There was nothing Jim Far-
ley liked to do better than put up a
new Post Office and hire an artist to
paint on its walls prosperity returning.
Black columns of smoke reaching up to
the sky—strong colors for what we
hoped would be a strong economy.

Lord Kelvin used to point out that
one can’t solve a problem that one can-
not measure. We have spent decades
measuring, and now it is time to up-
date our policy response in order to
solve the problem. It is time to adjust
to the consequences of what we have
learned. Mr. President, I urge my col-
leagues to support the Acid Deposition
Control Act of 1997.

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

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

S. 1097
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Acid Deposi-
tion Control Act’’.
SEC. 2. FINDINGS AND PURPOSES.

(a) FINDINGS.—Congress finds that—
(1) reductions of atmospheric nitrogen

oxide and sulfur dioxide from utility plants,
in addition to the reductions required under
the Clean Air Act (42 U.S.C. 7401 et seq.), are
needed to reduce acid deposition and its seri-
ous adverse effects on public health, natural
resources, building structures, sensitive
ecosystems, and visibility;

(2) nitrogen oxide and sulfur dioxide con-
tribute to the development of fine particu-
lates, suspected of causing human mortality
and morbidity to a significant extent;

(3) regional nitrogen oxide reductions of 50
percent in the Eastern United States, in ad-
dition to the reductions required under the
Clean Air Act, may be necessary to protect
sensitive watersheds from the effects of ni-
trogen deposition;

(4) without reductions in nitrogen oxide
and sulfur dioxide, the number of acidic
lakes in the Adirondacks in the State of New
York is expected to increase by up to 40 per-
cent by 2040; and

(5) nitrogen oxide is highly mobile and can
lead to ozone formation hundreds of miles
from the emitting source.

(b) PURPOSES.—The purposes of this Act
are—

(1) to recognize the current scientific un-
derstanding that emissions of nitrogen oxide
and sulfur dioxide, and the acid deposition
resulting from emissions of nitrogen oxide
and sulfur dioxide, present a substantial
human health and environmental risk;

(2) to require reductions in nitrogen oxide
and sulfur dioxide emissions;

(3) to support the efforts of the Ozone
Transport Assessment Group to reduce ozone
pollution;

(4) to reduce utility emissions of nitrogen
oxide by 70 percent from 1990 levels; and

(5) to reduce utility emissions of sulfur di-
oxide by 50 percent after the implementation

of phase II sulfur dioxide requirements under
section 405 of the Clean Air Act (42 U.S.C.
7651d).
SEC. 3. DEFINITIONS.

In this Act:
(1) ADMINISTRATOR.—The term ‘‘Adminis-

trator’’ means the Administrator of the En-
vironmental Protection Agency.

(2) AFFECTED FACILITY.—The term ‘‘af-
fected facility’’ means a facility with 1 or
more combustion units that serve at least 1
electricity generator with a capacity equal
to or greater than 25 megawatts.

(3) NOx ALLOWANCE.—The term ‘‘NOx allow-
ance’’ means a limited authorization to
emit, in accordance with this Act—

(A) 1 ton of nitrogen oxide during each of
the months of October, November, December,
January, February, March, and April of any
year; and

(B) 1⁄2 ton of nitrogen oxide during each of
the months of May, June, July, August, and
September of any year.

(4) MMBTU.—The term ‘‘mmBtu’’ means 1
million British thermal units.

(5) PROGRAM.—The term ‘‘Program’’ means
the Nitrogen Oxide Allowance Program es-
tablished under section 4.

(6) STATE.—The term ‘‘State’’ means the 48
contiguous States and the District of Colum-
bia.
SEC. 4. NITROGEN OXIDE ALLOWANCE PROGRAM.

(a) IN GENERAL.—
(1) ESTABLISHMENT.—Not later than 18

months after the date of enactment of this
Act, the Administrator shall establish a pro-
gram to be known as the ‘‘Nitrogen Oxide Al-
lowance Program’’.

(2) SCOPE.—The Program shall be con-
ducted in the 48 contiguous States and the
District of Columbia.

(3) NOx ALLOWANCES.—The Administrator
shall allocate under paragraph (4)—

(A) for each of calendar years 2000 through
2002, 5,400,000 NOx allowances; and

(B) for calendar year 2003 and each cal-
endar year thereafter, 3,000,000 NOx allow-
ances.

(4) ALLOCATION.—
(A) DEFINITION OF TOTAL ELECTRIC POWER.—

For purposes of this paragraph, the term
‘‘total electric power’’ means all electric
power generated by utility and nonutility
generators for distribution, including elec-
tricity generated from solar wind, hydro
power, nuclear power, and the combustion of
fossil fuel.

(B) ALLOCATION OF ALLOWANCES.—The Ad-
ministrator shall allocate annual NOx allow-
ances to each of the States in proportion to
the State’s share of the total electric power
generated in the 48 contiguous States and
the District of Columbia.

(C) PUBLICATION.—The Administrator shall
publish in the Federal Register a list of each
State’s NOx allowance allocation—

(i) by December 1, 1998, for calendar years
2000 and 2002;

(ii) by December 1, 2000, for calendar years
2003 through 2010; and

(iii) by December 1 of each calendar year
after 2000, for the calendar year 5 years pre-
vious.

(5) INTRASTATE DISTRIBUTION.—
(A) IN GENERAL.—A State may submit a re-

port to the Administrator detailing the dis-
tribution of NOx allowances of the State to
affected facilities in the State—

(i) not later than September 30, 1999, for
calendar years 2000 through 2002;

(ii) not later than September 30, 2001, for
calendar years 2003 through 2010; and

(iii) not later than September 30 of each
calendar year after 2011, for the calendar
year 5 years previous.

(B) ACTION BY THE ADMINISTRATOR.—If a
State submits a report under subparagraph

(A) not later than September 30 of the cal-
endar year specified in subparagraph (A), the
Administrator shall distribute the NOx al-
lowances to affected facilities in the State as
detailed in the report.

(C) LATE SUBMISSION OF REPORT.—A report
submitted by a State after September 30 of
the specified year shall have no force or ef-
fect.

(D) DISTRIBUTION IN ABSENCE OF A RE-
PORT.—

(i) IN GENERAL.—Subject to subsection (e),
if a State does not submit a report under
subparagraph (A) not later than September
30 of the calendar year specified in subpara-
graph (A), the Administrator shall, not later
than November 30 of that calendar year, dis-
tribute the NOx allowances for the calendar
years specified in subparagraph (A) to each
affected facility in the State in proportion to
the affected facility’s share of the total net
electric power generated in the State.

(ii) DETERMINATION OF FACILITY’S SHARE.—
In determining an affected facility’s share of
total net electric power generated in a State,
the Administrator shall consider the net
electric power generated by the facility and
the State to be—

(I) for calendar years 2000 through 2002, the
average annual amount of net electric power
generated, by the facility and the State, re-
spectively, in calendar years 1995 through
1997;

(II) for calendar years 2003 through 2010,
the average annual amount of net electric
power generated, by the facility and the
State, respectively, in calendar years 1997
through 1999; and

(III) for calendar year 2011 and each cal-
endar year thereafter, the amount of net
electric power generated, by the facility and
the State, respectively, in the calendar year
5 years previous to the year for which the de-
termination is made.

(E) JUDICIAL REVIEW.—A distribution of
NOx allowances by the Administrator under
subparagraph (D) shall not be subject to judi-
cial review.

(b) NOx ALLOWANCE TRANSFER SYSTEM.—
(1) IN GENERAL.—Not later than 18 months

after the date of enactment of this Act, the
Administrator shall promulgate NOx allow-
ance system regulations under which a NOx

allowance allocated under this Act may be
transferred among affected facilities and any
other person.

(2) ESTABLISHMENT.—The regulations shall
establish the NOx allowance system under
this section, including requirements for the
allocation, transfer, and use of NOx allow-
ances under this Act.

(3) USE OF NOx ALLOWANCES.—The regula-
tions shall—

(A) prohibit the use (but not the transfer in
accordance with paragraph (5)) of any NOx al-
lowance before the calendar year for which
the NOx allowance is allocated; and

(B) provide that the unused NOx allowances
shall be carried forward and added to NOx al-
lowances allocated for subsequent years.

(4) CERTIFICATION OF TRANSFER.—A transfer
of a NOx allowance shall not be effective
until a written certification of the transfer,
signed by a responsible official of the person
making the transfer, is received and recorded
by the Administrator.

(c) NOx ALLOWANCE TRACKING SYSTEM.—
Not later than 18 months after the date of
enactment of this Act, the Administrator
shall promulgate regulations for issuing, re-
cording, and tracking the use and transfer of
NOx allowances that shall specify all nec-
essary procedures and requirements for an
orderly and competitive functioning of the
NOx allowance system.

(d) PERMIT REQUIREMENTS.—A NOx allow-
ance allocation or transfer shall, on recorda-
tion by the Administrator, be considered to
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be a part of each affected facility’s operating
permit requirements, without the require-
ment for any further permit review and revi-
sion.

(e) NEW SOURCE RESERVE.—
(1) IN GENERAL.—For a State for which the

Administrator distributes NOx allowances
under subsection (a)(5)(D), the Administrator
shall place 10 percent of the total annual NOx

allowances of the State in a new source re-
serve to be distributed by the Adminis-
trator—

(A) for calendar years 2000 through 2003, to
sources that commence operation after 1995;

(B) for calendar years 2004 through 2009, to
sources that commence operation after 1997;
and

(C) for calendar year 2010 and each cal-
endar year thereafter, to sources that com-
mence operation after the calendar year that
is 5 years previous to the year for which the
distribution is made.

(2) SHARE.—For a State for which the Ad-
ministrator distributes NOx allowances
under subsection (a)(5)(D), the Administrator
shall distribute to each new source a number
of NOx allowances sufficient to allow emis-
sions by the source at a rate equal to the
lesser of the new source performance stand-
ard or the permitted level for the full name-
plate capacity of the source, adjusted pro
rata for the number of months of the year
during which the source operates.

(3) UNUSED NOx ALLOWANCES.—
(A) IN GENERAL.—During the period of cal-

endar years 2000 through 2005, the Adminis-
trator shall conduct auctions at which a NOx

allowance remaining in the new source re-
serve that has not been distributed under
paragraph (2) shall be offered for sale.

(B) OPEN AUCTIONS.—An auction under sub-
paragraph (A) shall be open to any person.

(C) CONDUCT OF AUCTION.—
(i) METHOD OF BIDDING.—A person wishing

to bid for a NOx allowance at an auction
under subparagraph (A) shall submit (by a
date set by the Administrator) to the Admin-
istrator (on a sealed bid schedule provided by
the Administrator) an offer to purchase a
specified number of NOx allowances at a
specified price.

(ii) SALE BASED ON BID PRICE.—A NOx allow-
ance auctioned under subparagraph (A) shall
be sold on the basis of bid price, starting
with the highest priced bid and continuing
until all NOx allowances for sale at the auc-
tion have been sold.

(iii) NO MINIMUM PRICE.—A minimum price
shall not be set for the purchase of a NOx al-
lowance auctioned under subparagraph (A).

(iv) REGULATIONS.—The Administrator, in
consultation with the Secretary of the
Treasury, shall promulgate regulations to
carry out this paragraph.

(D) USE OF NOx ALLOWANCES.—A NOx allow-
ance purchased at an auction under subpara-
graph (A) may be used for any purpose and at
any time after the auction that is permitted
for use of a NOx allowance under this Act.

(E) PROCEEDS OF AUCTION.—The proceeds
from an auction under this paragraph shall
be distributed to the owner of an affected
source in proportion to the number of allow-
ances that the owner would have received
but for this subsection.

(f) NATURE OF NOx ALLOWANCES.—
(1) NOT A PROPERTY RIGHT.—A NOx allow-

ance shall not be considered to be a property
right.

(2) LIMITATION OF NOx allowances.—Not-
withstanding any other provision of law, the
Administrator may terminate or limit a NOx

allowance.
(g) PROHIBITIONS.—
(1) IN GENERAL.—After January 1, 2000, it

shall be unlawful—
(i) for the owner or operator of an affected

facility to operate the affected facility in

such a manner that the affected facility
emits nitrogen oxides in excess of the
amount permitted by the quantity of NOx al-
lowances held by the designated representa-
tive of the affected facility; or

(ii) for any person to hold, use, or transfer
a NOx allowance allocated under this Act, ex-
cept as provided under this Act.

(2) OTHER EMISSION LIMITATIONS.—Section
407 of the Clean Air Act (42 U.S.C. 7651f) is re-
pealed.

(3) TIME OF USE.—A NOx allowance may not
be used before the calendar year for which
the NOx allowance is allocated.

(4) PERMITTING, MONITORING, AND ENFORCE-
MENT.—Nothing in this section affects—

(A) the permitting, monitoring, and en-
forcement obligations of the Administrator
under the Clean Air Act (42 U.S.C. 7401 et
seq.); or

(B) the requirements and liabilities of an
affected facility under the Clean Air Act (42
U.S.C. 7401 et seq.).

(h) SAVINGS PROVISIONS.—Nothing in this
section—

(1) affects the application of, or compliance
with, the Clean Air Act (42 U.S.C. 7401 et
seq.) for an affected facility, including the
provisions related to applicable national am-
bient air quality standards and State imple-
mentation plans;

(2) requires a change in, affects, or limits
any State law regulating electric utility
rates or charges, including prudency review
under State law;

(3) affects the application of the Federal
Power Act (16 U.S.C. 791a et seq.) or the au-
thority of the Federal Energy Regulatory
Commission under that Act; or

(4) interferes with or impairs any program
for competitive bidding for power supply in a
State in which the Program is established.
SEC. 5. INDUSTRIAL SOURCE MONITORING.

Section 412(a) of the Clean Air Act (42
U.S.C. 7651k(a)) is amended in the first sen-
tence by inserting ‘‘, or of any industrial fa-
cility with a capacity of 100 or more
mmBtu’s per hour,’’ after ‘‘The owner and
operator of any source subject to this title’’.
SEC. 6. EXCESS EMISSIONS PENALTY.

(a) IN GENERAL.—
(1) LIABILITY.—The owner or operator of an

affected facility that emits nitrogen oxides
in any calendar year in excess of the NOx al-
lowances the owner or operator holds for use
for the facility for that year shall be liable
for the payment of an excess emissions pen-
alty.

(2) CALCULATION.—The excess emissions
penalty shall be calculated by multiplying
$6,000 by the quantity that is equal to—

(A) the quantity of NOx allowances that
would authorize the nitrogen oxides emitted
by the facility for the calendar year; minus

(B) the quantity of NOx allowances that
the owner or operator holds for use for the
facility for that year.

(3) OVERLAPPING PENALTIES.—A penalty
under this section shall not diminish the li-
ability of the owner or operator of an af-
fected facility for any fine, penalty, or as-
sessment against the owner or operator for
the same violation under any other provision
of law.

(b) EXCESS EMISSIONS OFFSET.—
(1) IN GENERAL.—The owner or operator of

an affected facility that emits nitrogen oxide
during a calendar year in excess of the NOx

allowances held for the facility for the cal-
endar year shall offset in the following cal-
endar year a quantity of NOx allowances
equal to the number of NOx allowances that
would authorize the excess nitrogen oxides
emitted.

(2) PROPOSED PLAN.—Not later than 60 days
after the end of the year in which excess
emissions occur, the owner or operator of an

affected facility shall submit to the Admin-
istrator and the State in which the affected
facility is located a proposed plan to achieve
the offset required under paragraph (1).

(3) CONDITION OF PERMIT.—On approval of
the proposed plan by the Administrator, as
submitted, modified, or conditioned by the
Administrator, the plan shall be considered a
condition of the operating permit for the af-
fected facility without further review or re-
vision of the permit.

(c) PENALTY ADJUSTMENT.—The Adminis-
trator shall annually adjust the penalty
specified in subsection (a) to reflect changes
in the Consumer Price Index for all urban
consumers published by the Bureau of Labor
Statistics.
SEC. 7. SULFUR DIOXIDE ALLOWANCE PROGRAM

REVISIONS.
Section 402(3) of the Clean Air Act (as

added by section 401 of Public Law 101–549
(104 Stat. 2584)) (42 U.S.C. 7651a(3)) is amend-
ed by inserting before the period at the end
the following: ‘‘for allowances allocated for
calendar years 1995 through 2002, and 1⁄2 ton
of sulfur dioxide for allowances allocated for
calendar year 2003 and each calendar year
thereafter.’’.
SEC. 8. REGIONAL ECOSYSTEMS.

(a) REPORT.—
(1) IN GENERAL.—Not later than December

31, 2002, the Administrator shall submit to
Congress a report identifying objectives for
scientifically credible environmental indica-
tors, as determined by the Administrator,
that are sufficient to protect sensitive
ecosystems of the Adirondack Mountains,
Mid-Appalachian Mountains, and Southern
Blue Ridge Mountains and water bodies of
the Great Lakes, Lake Champlain, Long Is-
land Sound, and the Chesapeake Bay.

(2) ACID NEUTRALIZING CAPACITY.—The re-
port under paragraph (1) shall—

(A) include acid neutralizing capacity as
an indicator; and

(B) identify as an objective under para-
graph (1) the objective to increase the pro-
portion of water bodies in sensitive receptor
areas with an acid neutralizing capacity
greater than zero from the proportion identi-
fied in surveys begun in 1984.

(3) UPDATED REPORT.—Not later than De-
cember 31, 2006, the Administrator shall sub-
mit to Congress a report updating the report
under paragraph (1) and assessing the status
and trends of various environmental indica-
tors for the regional ecosystems referred to
in paragraph (1).

(4) REPORTS UNDER THE NATIONAL ACID PRE-
CIPITATION ASSESSMENT PROGRAM.—The re-
ports under this subsection shall satisfy the
report requirements set forth in section
103(j)(3)(E) of the Clean Air Act (42 U.S.C.
7403(j)(3)(E)) for the years 2002 and 2006.

(b) REGULATIONS.—
(1) DETERMINATION.—Not later than Decem-

ber 31, 2006, the Administrator shall deter-
mine whether emissions reductions under
section 4 are sufficient to ensure achieve-
ment of the objectives identified in sub-
section (a)(1).

(2) PROMULGATION.—If the Administrator
determines under paragraph (1) that emis-
sions reductions under section 4 are not suf-
ficient to ensure achievement of the objec-
tives identified in subsection (a)(1), the Ad-
ministrator shall promulgate, not later than
2 years after making the finding, such regu-
lations, including modification of nitrogen
oxide and sulfur dioxide allowance alloca-
tions or any such measure, as the Adminis-
trator determines are necessary to protect
the sensitive ecosystems described in sub-
section (a)(1).
SEC. 9. GENERAL COMPLIANCE WITH OTHER

PROVISIONS.
Except as expressly provided in this Act,

compliance with this Act shall not exempt or
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exclude the owner or operator of an affected
facility from compliance with any other law.
SEC. 10. MERCURY EMISSION STUDY AND CON-

TROL.
(a) STUDY AND REPORT.—The Adminis-

trator shall—
(1) study the practicality of monitoring

mercury emissions from all combustion
units that have a capacity equal to or great-
er than 250 mmBtu’s per hour; and

(2) not later than 2 years after the date of
enactment of this Act, submit to Congress a
report on the results of the study.

(b) REGULATIONS CONCERNING MONITOR-
ING.—Not later than 1 year after the date of
submission of the report under subsection
(a), the Administrator shall promulgate reg-
ulations requiring the reporting of mercury
emissions from units that have a capacity
equal to or greater than 250 mmBtu’s per
hour.

(c) EMISSION CONTROLS.—
(1) IN GENERAL.—Not later than 1 year after

the commencement of monitoring activities
under subsection (b), the Administrator shall
promulgate regulations controlling electric
utility and industrial source emissions of
mercury.

(2) FACTORS.—The regulations shall take
into account technological feasibility, cost,
and the projected levels of mercury emis-
sions that will result from implementation
of this Act.
SEC. 11. DEPOSITION RESEARCH BY THE ENVI-

RONMENTAL PROTECTION AGENCY.
(a) IN GENERAL.—The Administrator shall

establish a competitive grant program to
fund research related to the effects of nitro-
gen deposition on sensitive watersheds and
coastal estuaries in the Eastern United
States.

(b) CHEMISTRY OF LAKES AND STREAMS.—
Not later than September 30, 1999, and Sep-
tember 30, 2006, the Administrator shall sub-
mit to the Committee on Environment and
Public Works of the Senate and the Commit-
tee on Resources of the House of Representa-
tives a report on the health and chemistry of
lakes and streams of the Adirondacks that
were subjects of the report transmitted
under section 404 of Public Law 101–549 (com-
monly known as the ‘‘Clean Air Act Amend-
ments of 1990’’) (104 Stat. 2632).

(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated—

(1) to carry out subsection (a), $1,000,000 for
each of fiscal years 1998 through 2003; and

(2) to carry out subsection (b), $1,000,000 for
each of fiscal years 1998, 1999, 2005, and 2006.

Mr. D’AMATO. Mr. President, I rise
today to join my friend and distin-
guished colleague, Senator MOYNIHAN,
in introducing legislation that we be-
lieve will curb the devastating effects
of acid rain in New York State and
throughout the entire Nation. Our bill
seeks to place controls on the emission
of the pollutants that cause acid rain
and acid deposition—Sulfur Dioxide
(SO2) and Nitrogen Oxide (NOx)—be-
yond those levels enacted in the 1990
Clean Air Act. In this way, we will en-
sure that those entities that are pri-
marily responsible for the pollution
that affects down-wind States such as
New York are held to the same strict
accountability.

New Yorkers know all too well that
pollution transported from up-wind
sources has had a devastating impact
on the Adirondacks as well as other re-
gions within the State. The prevalence
of acid deposition has reached the
point where the Environmental Protec-

tion Agency [EPA] estimates that
without further controls of nitrogen
oxides, the number of acidic lakes in
the Adirondacks could increase to 43
percent by the year 2040. Such an in-
crease will see approximately 1,300
lakes out of the 3,000 in the Adiron-
dacks become chronically acidic. Clear-
ly, we must take action to prevent this
from becoming a reality.

Under the 1990 Clean Air Act, a cap
on SO2 emissions was enacted. It was
designed to reduce the overall level of
this pollutant by 50 percent by the year
2000. To provide an incentive to de-
crease emissions even more, a system
of trading allowances for SO2 was es-
tablished. An ‘‘allowance’’ allows a
utility to emit 1 ton of SO2 pollution.
These trading allowances enable utili-
ties that have reached their allowable
emission caps for SO2 to buy another
utility’s excess capability. This ability
to ‘‘trade’’ tons of SO2 has been popular
with utilities and has actually brought
significant reductions in the amount of
SO2 emitted in a cost-effective manner.
The legislation that we are introducing
today builds on that success by insti-
tuting a NOx cap and trade program
that we believe will have a positive im-
pact on the environment.

Under the bill, the Environmental
Protection Agency [EPA] would be re-
quired to allocate a capped number of
NOx emission allowances nationwide—
excluding Alaska and Hawaii. The EPA
would base each State’s allotment on
the percentage share of power each
State generates within the 48 contig-
uous States. So, if a particular State
generates 5 percent of the power in the
Continental United States, then that
State would be entitled to 5 percent of
the total emissions pool.

Once a State had received its emis-
sion allowances, the State would be
able to divide those allowances within
the State in any manner it chooses.
Utilities would be required to ensure
that they have enough tons at their
disposal to cover their total emission
tonnage. If a State had additional tons,
they would be able to sell allowances
or ‘‘bank’’ them for use at a future
time. A utility without enough allow-
ances would have to buy them on the
open market, an option currently in
practice with SO2. Utilities that do not
abide by these restrictions on capping
and trading NOx allowances would be
fined $6,000 per ton emitted over the es-
tablished limit for that plant. States
that are unwilling or unable to deter-
mine the allocation of allowances to
utilities within their State would have
that capability default to the EPA.

The NOx trading program would go
into effect in the year 2000 with an an-
nual cap of 5.4 million allowances na-
tionwide decreasing to 3 million allow-
ances in 2003. Currently, utilities emit
approximately 6.5 million tons of nitro-
gen oxides (NOx).

The bill would also create further
protections against harmful pollution
during the summer months when ozone
levels are at their highest. When NOx

combines with heat, sunlight and vola-
tile organic compounds [VOC’s], the
end product is ozone. Thus, ideal condi-
tions for high levels of ground-level
ozone occur mainly in the summer
months. To combat this, the legisla-
tion calls for utilities to give up two
allowances for each ton of NOx emitted
during the months of May, June, July,
August and September instead of the
one allowance per ton that would apply
for the remaining 7 months of the year.
This would effectively drop the total
emission of NOx to 2.3 million tons
after the year 2003 and would create ap-
proximately a 70 percent reduction in
NOx emissions from the 1990 level.

In addition, the bill calls for further
reductions in SO2 in the year 2003,
when utilities will be required to use
two allowances per ton of SO2 emitted
instead of one. This would cut these
emissions in half. The bill also requires
the EPA to conduct a study on the ef-
fects that mercury, a toxic metal, may
have on the environment and how to
measure this mercury with an eye to-
wards possible monitoring and control
of mercury emissions in the future.

Finally, the bill contains a provision
for specific research on the effect of
acid deposition on the sensitive
ecosystems of the Adirondacks, the
Southern Blue Ridge Mountains, the
Mid-Appalachian Mountains and water
bodies of the Great Lakes, Lake Cham-
plain, Long Island Sound and the
Chesapeake Bay. If proven by research
that a particular region is still threat-
ened, then the Administrator may take
further steps to promote environ-
mental recovery of that region.

We in New York continue to see the
effects that acid rain and acid deposi-
tion have on our environment. Lakes,
streams and trees in the Adirondacks
are still dying due to the continued
emission and transport of these pollut-
ants. Other states and other regions
throughout our nation have similar
problems. If we are to pass along a
healthy environment to our children
and grandchildren, we must be willing
to enact the controls that will preserve
that legacy. The legislation that Sen-
ator MOYNIHAN and I have proposed is
strong medicine, but it will enable us
to sustain our heritage for generations
to come.

By Mr. DURBIN:
S. 1098. A bill to provide for the de-

barment or suspension from Federal
procurement and nonprocurement ac-
tivities of persons that violate certain
labor and safety laws; to the Commit-
tee on Governmental Affairs.

THE FEDERAL PROCUREMENT AND ASSISTANCE
INTEGRITY ACT

Mr. DURBIN. Mr. President, I am
pleased today to introduce legislation
to improve the efficiency and protect
the integrity of Federal procurement
and assistance programs, by ensuring
that the Federal Government does
business with responsible contractors
and participants.

The United States General Account-
ing Office [GAO] has found that billions
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of dollars in Federal procurement con-
tracts and assistance are going to indi-
viduals and corporations which are vio-
lating our nation’s labor and employ-
ment laws. In 1995, the GAO reported
that more than $23 billion in Federal
contracts were awarded in fiscal year
1993 to contractors who violated labor
laws. That is 13 percent of the $182 bil-
lion in Federal contracts awarded that
year. Part of the reason for this, the
GAO found, is that the National Labor
Relations Board, which enforces our
nation’s labor laws, does not know
whether violators of the law are receiv-
ing Federal contracts. And the General
Services Administration, which over-
sees Federal procurement, does not
know the labor relations records of
Federal contractors.

Last year, the GAO reported that $38
billion in Federal contracts in fiscal
year 1994 were awarded to contractors
who had violated workplace health and
safety laws. That is 22 percent of the
$176 billion in Federal contracts of
$25,000 or more which were awarded
that year. The GAO found that 35 peo-
ple died and 55 more people were hos-
pitalized in fiscal year 1994 as a result
of injuries at the workplaces of federal
contractors who violated health and
safety laws. These contractors were as-
sessed a total of $10.9 million in pen-
alties in fiscal year 1994—while being
awarded $38 billion in Federal con-
tracts.

The GAO concluded that, although
federal agencies have the authority to
deny contracts and federal assistance
to companies that violate Federal laws,
this authority is rarely used in the
case of safety and health violations.
The GAO found that federal agencies
do not normally collect or receive in-
formation about which contractors are
violating health and safety laws—even
when contractors have been assessed
large penalties for egregious or repeat
violations.

The Federal Government should not
ignore the health and safety records of
companies that apply for federal con-
tracts and assistance. A report pub-
lished this week in the Archives of In-
ternal Medicine concludes that job-re-
lated injuries and illnesses in the Unit-
ed States are more common than pre-
viously thought, costing the nation
more than AIDS, Alzheimer’s, cancer
or heart disease. The report, which
analyzed national estimates of job-re-
lated illnesses and injuries in 1992,
states that more than 13 million Amer-
icans were injured from job-related
causes in just one year—more than
four times the number of people who
live in the City of Chicago. The report
concluded that the cost to our country
from workplace injuries and illnesses
was $171 billion in 1992.

The Federal Government has a re-
sponsibility to taxpayers, working
Americans and law-abiding businesses,
to ensure that federal tax dollars do
not go to individuals and corporations
that violate safety and health, labor
and veterans’ employment preference

laws. About 26 million Americans are
employed by federal contractors and
subcontractors. They deserve to know
that their Government is not reward-
ing employers who violate the laws
that protect American workers and
veterans.

The legislation I am introducing
today will improve the enforcement of
our nation’s health and safety, labor
and veterans’ employment laws, and
provide an incentive to contractors to
comply with the law. This legislation
will allow the Secretary of Labor to
debar or suspend a person from receiv-
ing Federal contracts or assistance for
violating the National Labor Relations
Act, the Fair Labor Standards Act, the
Occupational Safety and Health Act or
the disabled and Vietnam-era veterans
hiring preference law. It will require
the Secretary of Labor and the Na-
tional Labor Relations Board to de-
velop procedures to determine whether
a violation of law is serious enough to
warrant debarment or suspension. And,
as recommended by the GAO, this leg-
islation will require ongoing exchanges
of information among Federal agencies
to improve their ability to enforce our
nation’s laws. This legislation is iden-
tical to a bill introduced in the House
of Representatives by Congressman
Lane Evans of Illinois, and it is similar
to legislation introduced in previous
years by former Senator Paul Simon.

Mr. President, it is important to note
that the vast majority of Federal con-
tractors obey the law. This legislation
is only directed at those who are vio-
lating the law. It will deny Federal
contracts and assistance to individuals
and companies that violate the law and
ensure that Federal contracts are
awarded to companies that respect the
law.

I urge my colleagues to join me in
supporting this legislation, and I ask
unanimous consent that the text of the
bill be printed in the RECORD.

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

S. 1098
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Federal Pro-
curement and Assistance Integrity Act’’.
SEC. 2. PURPOSE.

The purpose of this Act is to improve the
efficiency and effectiveness and protect the
integrity of the Federal procurement and as-
sistance systems by ensuring that the Fed-
eral Government does business with respon-
sible contractors and participants.
SEC. 3. DEBARMENT AND SUSPENSION FOR VIO-

LATORS OF CERTAIN LABOR AND
SAFETY LAWS.

(a) DEBARMENT AND SUSPENSION.—The Sec-
retary of Labor may debar or suspend a per-
son from procurement activities or non-
procurement activities upon a finding, in ac-
cordance with procedures developed under
this section, that the person violated any of
the following laws:

(1) The National Labor Relations Act (29
U.S.C. 151 et seq.).

(2) The Fair Labor Standards Act of 1938 (29
U.S.C. 201 et seq.).

(3) The Occupational Safety and Health
Act (29 U.S.C. 651 et seq.).

(4) Section 4212(a) of title 38, United States
Code.

(b) PROCEDURES.—The Secretary of Labor
and the National Labor Relations Board
shall jointly develop procedures to deter-
mine whether a violation of a law listed in
subsection (a) is serious enough to warrant
debarment or suspension under that sub-
section. The procedures shall provide for an
assessment of the nature and extent of com-
pliance with such laws, including whether
there are or were single or multiple viola-
tions of those laws or other labor or safety
laws and whether the violations occur or
have occurred at one facility, several facili-
ties, or throughout the company concerned.
In developing the procedures, the Secretary
and the Board shall consult with depart-
ments and agencies of the Federal Govern-
ment and provide, to the extent feasible, for
ongoing exchanges of information between
the departments and agencies and the De-
partment of Labor and the Board in order to
accurately carry out such assessments.

(c) DEFINITIONS.—In this section:
(1) DEBAR.—The term ‘‘debar’’ means to ex-

clude, pursuant to established administra-
tive procedures, from Federal Government
contracting and subcontracting, or from par-
ticipation in nonprocurement activities, for
a specified period of time commensurate
with the seriousness of the failure or offense
or the inadequacy of performance.

(2) NONPROCUREMENT ACTIVITIES.—The term
‘‘nonprocurement activities’’ means all pro-
grams and activities involving Federal finan-
cial and nonfinancial assistance and bene-
fits, as covered by Executive Order No. 12549
and the Office of Management and Budget
guidelines implementing that order.

(3) PROCUREMENT ACTIVITIES.—The term
‘‘procurement activities’’ means all acquisi-
tion programs and activities of the Federal
Government, as defined in the Federal Ac-
quisition Regulation.

(4) SUSPEND.—The term ‘‘suspend’’ means
to disqualify, pursuant to established admin-
istrative procedures, from Federal Govern-
ment contracting and subcontracting, or
from participation in nonprocurement ac-
tivities, for a temporary period of time be-
cause an entity or individual is suspected of
engaging in criminal, fraudulent, or seri-
ously improper conduct.

(d) EFFECTIVE DATE.—This Act shall take
effect on October 1, 1997.

(e) REGULATIONS.—The Federal Acquisition
Regulation and the regulations issued pursu-
ant to Executive Order No. 12549 shall be re-
vised to include provisions to carry out this
Act.

(f) REPORT.—Not later than 1 year after the
date of the enactment of this Act, the Sec-
retary of Labor and the National Labor Rela-
tions Board shall jointly submit to Congress
a report on the implementation of this Act.

By Mr. DASCHLE (for himself
and Mr. JOHNSON):

S. 1099. A bill to authorize the Sec-
retary of the Army to acquire such
land in the vicinity of Pierre, South
Dakota, as the Secretary determines is
adversely affected by the full winter-
time Oahe Powerplant release; to the
Committee on Environment and Public
Works.

RELOCATION OF RESIDENTS IN PIERRE AND FT.
PIERRE, SOUTH DAKOTA, LEGISLATION

Mr. DASCHLE. Mr. President, today
I am introducing legislation to provide
the Corps of Engineers with the au-
thority to buy-out and relocate people
living in the southeast Pierre and Ft.
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Pierre areas that are being flooded by
the federal Pick-Sloan project. This is
a chronic problem that is getting worse
every year as sediment builds up at the
delta of the Bad and Missouri Rivers.

In the Pierre and Ft. Pierre area,
high water levels, exacerbated by sedi-
ment buildup and ice, regularly leads
to the flooding of homes in the winter-
time. The situation has become intol-
erable, and it is not fair for the resi-
dents of this area to continue to suffer
as the result of the operation of this
federal project. Moreover, the flooding
problem hinders the ability of the
Western Area Power Administration to
generate hydroelectric power from the
Oahe dam, resulting in the loss of mil-
lions of dollars in revenues to the fed-
eral government each year.

To address this problem, I added a
provision to the 1996 Water Resources
Development Act to require the Corps
of Engineers to develop a plan to re-
move the sediment blocking the chan-
nel and to reduce the erosion that is
leading to this persistent buildup of
sediment at the delta. Hopefully, this
effort will lead to the development of a
means of moving some of the sediment
and of a plan to better prevent erosion
in the Bad River watershed. One local
resident, Mike Harrison, has developed
a plan to help clear the channel of sedi-
ment which holds promise and which
the Corps will evaluate with funds ap-
propriated for fiscal year 1998.

Even if that effort is successful, how-
ever, and we are able to relieve some of
the pressure on the channel, sediment
from the Bad River will continue to
build up at that location. In short,
while we may be able to increase the
capacity of the channel to transport
water and thus allow for greater hydro-
electric power generation in the win-
tertime, it is difficult to envision a
time when we will be able to perma-
nently alleviate the risk of flooding to
the homeowners in the area.

Therefore, I am introducing this leg-
islation to authorize the Corps to relo-
cate the affected homeowners and en-
sure that they never again have to face
the prospects of enduring flooded
homes during our cold South Dakota
winters. It is my strong hope Congress
will recognize the severity of this prob-
lem and move swiftly to enact and im-
plement this legislation. I ask unani-
mous consent that the text of the bill
be printed in the RECORD.

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

S. 1099
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. ACQUISITION OF LAND NEAR PIERRE,

SOUTH DAKOTA.
To provide full operational capability to

carry out the authorized purposes of the Mis-
souri River Main Stem dams that are part of
the Pick-Sloan Missouri River Basin Pro-
gram authorized by section 9 of the Act enti-
tled ‘‘An Act authorizing the construction of
certain public works on rivers and harbors
for flood control, and for other purposes’’,

approved December 22, 1944, the Secretary of
the Army, acting through the Chief of Engi-
neers, may acquire, from willing sellers, such
land in the vicinity of Pierre, South Dakota,
as the Secretary determines is adversely af-
fected by the full wintertime Oahe Power-
plant release.

By Mr. AKAKA (for himself, Ms.
COLLINS, Mr. HUTCHINSON, Ms.
LANDRIEU, Mr. BUMPERS, Mr.
FORD, Mr. BINGAMAN, and Mr.
HOLLINGS):

S. 1100. A bill to amend the Covenant
To Establish a Commonwealth of the
Northern Mariana Islands in Political
Union With the United States of Amer-
ica, the legislation approving such cov-
enant, and for other purposes; to the
Committee on Energy and Natural Re-
sources.

THE COMMONWEALTH OF THE NORTHERN
MARIANA REFORM ACT

Mr. AKAKA. Mr. President, today I
am introducing the Commonwealth of
the Northern Mariana Islands Reform
Act, a bipartisan initiative to curb im-
migration, wage, and apparel labeling
abuses in the CNMI. Senators COLLINS,
HUTCHINSON of Arkansas, LANDRIEU,
BUMPERS, FORD, BINGAMAN, and HOL-
LINGS are cosponsors of this legislation.

The Commonwealth of the Northern
Mariana Islands is located 3,900 miles
west of Hawaii. Following World War
II, the United States administered the
islands under a U.N. Trusteeship.

In 1975, the people of the CNMI voted
for political union with the United
States. Today the CNMI is a U.S. terri-
tory.

A 1976 covenant enacted by Congress
gave U.S. citizenship to residents of
the CNMI. The covenant exempted the
Commonwealth from U.S. immigration
and minimum wage laws, however.
This omission has led to a number of
abuses in the CNMI that my bill would
rectify.

IMMIGRATION ABUSE IN THE CNMI

I am sure many Senators will find it
hard to believe that the Immigration
and Nationality Act does not apply to
all territories in the U.S. As surprising
as it may be, the CNMI is exempt from
U.S. immigration law.

Let me explain the origins of this
unique situation. At the time that the
covenant establishing the CNMI was
negotiated, the Northern Marianas
leadership expressed concern that im-
migrants from neighboring Asian coun-
tries might settle in the CNMI and
thereby alter the Commonwealth’s cul-
ture. The island government requested
that it be given exclusive authority
over immigration so that it could limit
the entry of aliens and preserve local
culture and customs. Congress agreed
to the request, but specifically reserved
the right to extend Federal immigra-
tion law to the CNMI if the situation
warranted.

After 20 years, CNMI immigration
policy is a proven failure. In 1980, the
Commonwealth’s population was 16,780.
Of these, 12 percent were alien resi-
dents. Today, CNMI’s population is
59,000, more than half of whom are
aliens.

Rather than preventing an influx of
immigrants, the CNMI has established
an aggressive policy of recruiting low-
wage, foreign guest workers to operate
an ever-expanding garment and tour-
ism industry. According to the CNMI
representative in Washington, local
immigration policy has ‘‘no limit. It is
wide open, unrestricted.’’

The U.S. Immigration and Natu-
ralization Service reports that CNMI
authorities have no reliable records of
aliens who have entered the CNMI, how
long they remain, and when, if ever,
they depart. Ninety-one percent of the
private sector work force are alien
guest workers. These workers have
overwhelmed the CNMI, driving up un-
employment in the Commonwealth to
14 percent. There is no justification for
an immigration policy that admits for-
eign workers in such overwhelming
numbers that it leads to double-digit
unemployment.

The application of U.S. immigration
law to the CNMI is long overdue. The
CNMI has exploited its immigration
exemption to the point where alien
workers constitute a majority of the
CNMI population. The Common-
wealth’s exemption from the Immigra-
tion and Nationality Act has been so
abused that protecting the island cul-
ture ceases to be an issue.

Despite a 3-year effort by the U.S.
Departments of Justice, Labor, and In-
terior, and an appropriation of $10 mil-
lion by Congress, there had been little
or no improvement in CNMI immigra-
tion policy. In fact, the Common-
wealth’s immigration policy has grown
worse. Between January 1995 and May
1996, 23 new garment companies re-
ceived operating licenses, prompting
the CNMI Government to enact legisla-
tion to double the number of foreign
workers permitted in the island’s gar-
ment industry.

‘‘MADE IN USA’’ ABUSE

The U.S. apparel industry would be
shocked to learn that in 1996, $555 mil-
lion of textile products labeled ‘‘Made
in USA’’ were cut and sewn in the
CNMI by workers who enjoy none of
the protections typically associated
with the ‘‘Made in USA’’ label. Even
more frightening is the fact that the
CNMI textile industry is growing at a
rate of 30 percent annually. Textile
manufacturers across the United
States who pay their employees the
Federal minimum wage are undercut
by CNMI competitors who label their
garments ‘‘Made in USA’’ but employ
foreign laborers to sew foreign fabric,
pay them $3.05 an hour and subject
them to feudal working conditions.

The evidence that garments sewn in
the CNMI directly and unfairly com-
pete with U.S. apparel manufacturers
is very strong. According to the Com-
merce Department, 85 percent of CNMI
apparel is classified as import sen-
sitive. This classification means that
the CNMI garments compete with seg-
ments of the U.S. apparel industry that
are experiencing significant decline
due to heavy import penetration.
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Apparel manufacturers in the CNMI

enjoy benefits that far exceed those en-
joyed by foreign or domestic manufac-
turers. CNMI garment factories are not
subject to the U.S. minimum wage and
pay no duty on fabrics they import.
Furthermore, quotas do not apply to
either fabric imported into the Com-
monwealth, or to finished garments cut
and sewn in the CNMI using foreign
labor. Yet these products are labeled
‘‘Made in the USA’’ and compete un-
fairly with apparel employment else-
where in the United States.

The July 1997 report on labor, immi-
gration, and law enforcement in the
CNMI confirms my analysis of the
Commonwealth’s garment industry.
Page 13 of the report contains the fol-
lowing finding:

The duty and quota-free preferences af-
forded to products of the CNMI, coupled with
local control of immigration and minimum
wage, have led to a rapidly growing garment
manufacturing industry. Apparel manufac-
turers operating in the CNMI, who mainly
employ workers from the People’s Republic
of China, label their products ‘‘Made in the
USA,’’ and use Chinese fabric not subject to
United States duty or quota. By using the
CNMI as an apparel manufacturing base,
these manufacturers avoid duties and are not
subject to United States quotas on finished
products. These imports adversely affect the
United States apparel industry’s employ-
ment and profits.

In some cases, these garment fac-
tories are transplanted to the CNMI
from the People’s Republic of China.
They are owned or managed by Chinese
nationals, and staffed by bonded and
indentured Chinese laborers. Despite
promises of the American dream if
they work in the CNMI, laborers must
sign contracts with government offi-
cials in the People’s Republic of China
that waive rights guaranteed to U.S.
workers, forbid participation in reli-
gious and political activities while in
the U.S., prohibit workers from
marrying, and subject employees to
penalties in China for violations of
their labor contracts.

In factories with close ties to China,
compliance with labor contracts is di-
rectly monitored by representatives of
the Chinese government. These work-
ing conditions hardly justify granting
‘‘Made in the USA’’ status to CNMI
garments.

CNMI DENIES EMPLOYMENT OPPORTUNITIES TO
U.S. WORKERS

The 1976 covenant exempts the CNMI
from the Federal minimum wage. This
exemption was granted with the under-
standing that as its economy grew and
prospered, the CNMI would raise its
minimum wage to the Federal level.
Foreign workers typically enter the
CNMI under 1-year work permits and
are paid a minimum of wage of $3.05.

According to the July 1997 report by
the Department of the Interior, the
lower minimum wage, combined with
unlimited access to foreign labor, cre-
ates an incentive for employers to hire
foreign labor for all jobs, including
skilled and entry level jobs at or near
the minimum wage. Employment sta-

tistics clearly support the Interior De-
partment analysis.

Ninety-one percent of the private
sector work force are alien guest work-
ers. U.S. citizens who can find work,
and there are many who cannot, are
typically employed by the government
in jobs that pay more than the mini-
mum wage. Due to its irresponsible im-
migration policy, foreign workers have
overwhelmed the CNMI to the point
where unemployment among U.S. citi-
zens living in the Commonwealth is 14
percent. The CNMI preference for for-
eign laborers deprives U.S. citizens of
private sector opportunities and leaves
them with the limited options of gov-
ernment work, unemployment and wel-
fare, or relocation to Guam or the
mainland.

The minimum wage is sometimes a
lightning-rod issue for Republicans.
However, in a labor market where
there is an unlimited supply of guest
workers, the low CNMI minimum wage
means that low-wage alien laborers are
displacing U.S. workers. Any policy
that favors foreign workers over the in-
terests of employed and unemployed
U.S. citizens is indefensible.

LABOR ABUSE IN THE CNMI

CNMI immigration and wage abuses
have caused a number of collateral
problems. Pervasive labor abuses in the
Commonwealth have provoked inter-
national outrage. In 1995, the Phil-
ippine government imposed a morato-
rium on immigration of Filipino work-
ers in the CNMI. The Philippine Gov-
ernment’s extraordinary action to pro-
tect its citizens from employment in
the CNMI was the first such decision
by a foreign government in U.S. his-
tory. Although the Philippine Govern-
ment has since lifted the moratorium,
recurring abuses prompted Philippine
officials to announce that the morato-
rium may soon be reimposed.

While the U.S. minimum wage does
not apply, CNMI must adhere to all
other Federal labor laws. The U.S. De-
partment of Labor has uncovered a sys-
tematic pattern of labor abuses in the
CNMI. These abuses are a direct con-
sequence of the Commonwealth’s unre-
stricted immigration policy. Examples
include involuntary servitude and pe-
onage, illegal withholding of wages,
nonpayment of overtime wages, illegal
deductions from paychecks to cover
employer expenses, kickbacks of wages
to employers, and employee lock-
downs in work sites and living bar-
racks.

HUMAN RIGHTS AND SEXUAL ABUSE

The Commonwealth’s immigration
policy results in serious problems in
other areas. The Justice Department
has documented numerous cases of
women and girls being recruited from
the Philippines, China, and other Asian
countries expressly for criminal sexual
activity. These abuses are a direct con-
sequence of the Commonwealth’s unre-
stricted immigration policy.

Typically, these women are told they
will work in the CNMI as waitresses,
but are forced into nude dancing and

prostitution upon their arrival. The
Justice Department described this situ-
ation as the ‘‘systematic trafficking of
women and minors for prostitution,’’
which may also involve illegal smug-
gling, organized crime, immigration
document fraud, and pornography.
Cases of sexual servitude have also
been identified.

The U.S. Justice Department also
found cases of female guest workers
and aliens living in the CNMI being
forced into prostitution through in-
timidation or threats of physical harm.
In some instances, women who resist
are kidnapped, raped, and tortured.

To correct these abuses in the CNMI,
my bill makes three changes in Federal
law. First, it extends the Immigration
and Nationality Act to the Common-
wealth so that the CNMI will end its
dependence on foreign labor.

Second, it would limit use of the
‘‘Made in USA’’ label to apparel manu-
factured with a minimum percentage
of U.S. citizen labor. In 1999, the mini-
mum percentage of U.S. citizen labor
must be 20 percent. In 2000, the mini-
mum percentage must be 35 percent
and thereafter the minimum percent-
age rises to 50 percent.

Finally, my bill would make the U.S.
minimum wage applicable to the CNMI
so that the CNMI garment industry
competes fairly with industry on the
U.S. mainland.

Despite efforts to portray itself as an
economic miracle, there is a dark side
to the CNMI economy. Citizens and for-
eign laborers pay a very high price for
the Commonwealth’s economic success,
and enjoy few benefits of that success.
The time for patience has ended. The
time has come to force changes that
the Commonwealth has been unwilling
to enact.

I ask unanimous consent that a copy
of my bill be printed in the RECORD.

I also ask unanimous consent that
the following additional documents be
printed in the RECORD: the executive
summary of the Clinton administra-
tion’s July 1997 report on labor, immi-
gration, and law enforcement in the
Commonwealth of the Northern Mari-
ana Islands, the Library of Congress
translation of a Chinese shadow con-
tract, the memo from the State De-
partment confirming that an agency of
the Chinese Government is a party to
the shadow contract, and a June 20,
1997, Washington Times article and a
June 6, 1997, Honolulu Star-Bulletin ar-
ticle on the CNMI.

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

S. 1100
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Common-
wealth of the Northern Mariana Islands Re-
form Act’’.
SEC. 2. FINDINGS.

The Congress finds that—
(1) the Covenant to Establish a Common-

wealth of the Northern Mariana Islands in
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Political Union with the United States of
America was approved by Congress pursuant
to Public Law 94–241, 90 Stat. 263;

(2) at the time that the Covenant was
being negotiated, representatives of the gov-
ernment of the Northern Mariana Islands ex-
pressed concern that United States immigra-
tion laws would allow unrestricted immigra-
tion into their small island community;

(3) in response to these concerns, section
503(a) of the Covenant provided that the Im-
migration and Naturalization Act did not
immediately apply to the Commonwealth of
the Northern Mariana Islands;

(4) Congress expressly reserved the right to
extend the Immigration and Naturalization
Act to the Commonwealth of the Northern
Mariana Islands at a future date;

(5) following the enactment of the Cov-
enant, the Commonwealth of the Northern
Mariana Islands instituted a largely unre-
stricted immigration policy, causing the
Commonwealth’s population to increase
from 16,780 in 1980 to a population of over
58,800 in 1995, with foreign workers out-
numbering United States citizens;

(6) as a result of these immigration poli-
cies, 91 percent of the private sector work
force in the Commonwealth is comprised of
foreign workers;

(7) the Commonwealth of the Northern
Mariana Islands has used its immigration
policy to recruit a large, low-cost foreign
work force of desperately poor individuals
with no meaningful opportunity to demand
safe living and working conditions or fair
wages and benefits;

(8) notwithstanding an unemployment rate
of 14 percent among United States citizens,
the Commonwealth has recruited increasing
numbers of foreign workers;

(9) even though the Commonwealth alleges
that unfilled job openings justify recruit-
ment of an increasing number of foreign
workers, the Commonwealth’s own statistics
indicate an unemployment rate of 4.5 percent
foreign workers;

(10) the U.S. Immigration and Naturaliza-
tion Service reported that the Common-
wealth of the Northern Mariana Islands has
no reliable records of aliens who have en-
tered the Commonwealth, how long they re-
main, and when, if ever, they depart;

(11) at the time that the Covenant was
being negotiated, representatives of the gov-
ernment of the Northern Mariana Islands ex-
pressed concern that the minimum wage pro-
visions of the Fair Labor Standards Act
would disrupt the Commonwealth’s strug-
gling local economy;

(12) in response to these concerns, section
503(c) of the Covenant provided that the min-
imum wage provisions of the Fair Labor
Standards Act did not immediately apply to
the Commonwealth;

(13) Congress expressly reserved the right
to extend the minimum wage provisions of
the Fair Labor Standards Act to the Com-
monwealth of the Northern Mariana Islands
at a future date;

(14) the economy of the Commonwealth of
the Northern Mariana Islands has grown sig-
nificantly and, in 1996, annual gross business
revenues rose to $1,500,000,000, a 6-fold in-
crease during the past decade;

(15) the current minimum wage in the
Commonwealth of the Northern Mariana Is-
lands is only $3.05 per hour for garment and
construction industry workers and $3.05 per
hour for those working in other industries;

(16) the U.S. Department of Labor has un-
covered a systematic pattern of labor abuses
in the Commonwealth of the Northern Mari-
ana Islands, including—

(a) involuntary servitude and peonage,
(b) illegal withholding of wages earned,
(c) non-payment of overtime wages,
(d) illegal deductions from paychecks,

(e) kickbacks of wages paid to employees,
(f) employee lock-downs in work sites and

living barracks, and
(g) unsafe and unhealthy working and liv-

ing environments;
(17) despite an expectation that they will

enjoy the American dream in the Common-
wealth of the Northern Mariana Islands, for-
eign workers have been required to sign con-
tracts with government representatives in
the Peoples Republic of China which—

(a) waive rights guaranteed to U.S. work-
ers,

(b) forbid participation in religious and po-
litical activities while in the United States,

(c) prohibit workers from dating or
marrying in the United States,

(d) subject employees to civil and labor
penalties if returned to China, and

(e) permit Chinese government recruiters
to charge a fee of 25 percent of an employee’s
net pay for a period of two years;

(18) the U.S. Department of Justice has de-
termined that the immigration and labor sit-
uation in the Commonwealth of the North-
ern Mariana Islands has created a major or-
ganized crime problem in the Commonwealth
which involves—

(a) Immigration document fraud,
(b) Public corruption,
(c) Racketeering,
(d) Drug trafficking,
(e) Prostitution,
(f) Pornography,
(g) Extortion,
(h) Gambling,
(i) Smuggling, and
(j) Other forms of violent crime;
(19) the U.S. Department of Justice is in-

vestigating numerous cases in the Common-
wealth of the Northern Mariana Islands of
women being recruited from the Philippines,
China, and other Asian countries expressly
for criminal sexual activity, and has also de-
scribed this situation as the ‘‘systematic
trafficking of women and minors for pros-
titution;’’

(20) the Commonwealth of the Northern
Mariana Islands is exempt from Federal im-
migration law, the Federal minimum wage
law, and Federal tariffs and taxes, yet its
products are sold as ‘‘Made in USA’’ al-
though 95 percent of the workers in the gar-
ment manufacturing industry are not U.S.
citizens;

(21) garments made in the Commonwealth
of the Northern Mariana Islands carrying the
‘‘Made in USA’’ label compete directly with
garments made on the United States main-
land by workers and businesses that are sub-
ject to Federal immigration law, the Federal
minimum wage law, and Federal taxes;

(22) in 1996, garment manufacturers in the
Commonwealth shipped garments to the
Continental United States with a wholesale
value of $555 million, a 30 percent increase
over the previous year;

(23) Congress appropriated $10 million to
fund a 3-year initiative by the U.S. Depart-
ments of Justice, Labor, and Interior to as-
sist the Commonwealth in its efforts to im-
prove its labor and immigration policies;

(24) despite this appropriation there has
been little or no improvement in the immi-
gration and labor policies of the Common-
wealth of the Northern Mariana Islands;

(25) the government of the Commonwealth
of the Northern Mariana Islands has been in-
effective in stemming the flow of immigra-
tion onto United States soil, raising the
wage and living standards for workers, and
aggressively prosecuting labor and human
rights abuses;

(26) despite efforts by the Reagan, Bush,
and Clinton administrations to persuade the
government of the Commonwealth of the
Northern Mariana Islands to correct prob-
lems in the Commonwealth, the situation
has only deteriorated; and

(27) the continuing concern about labor
abuses, the Commonwealth’s immigration
policy, and the employment of foreign work-
ers in a manner that unfairly competes with
other U.S. manufacturing prompted Presi-
dent Clinton on May 30, 1997 to notify the
Governor of the Commonwealth of the
Northern Mariana Islands that Federal im-
migration and minimum wage laws should be
applied to the Commonwealth.
SEC. 3. APPLICATION OF IMMIGRATION LAW.

(a) Article V, Section 506 of the Covenant
to Establish a Commonwealth of the North-
ern Mariana Islands in Political Union with
the United States of America (approved by
Public Law 94–241, 90 Stat. 263) is amended by
adding at the end thereof the following:

‘‘(e)(1) For purposes of entry into the
Northern Mariana Islands by any individual
(but not for purposes of entry by an individ-
ual into the United States from the Northern
Mariana Islands), the Immigration and Na-
tionality Act shall apply as if the Northern
Mariana Islands were a State (as defined in
section 101(a)(36) of the Immigration and Na-
tionality Act).

‘‘(2) Notwithstanding paragraph (1), with
respect to an individual seeking entry into
the Northern Mariana Islands for purposes of
employment in the textile, hotel, tourist, or
construction industry (including employ-
ment as a contractor), the Federal statutes
and regulations governing admission to
Guam of individuals described in section
101(a)(15)(H)(ii)(b) of the Immigration and
Nationality Act shall apply. For purposes of
this paragraph—

‘‘(A) references in such statutes and regu-
lations to United States resident workers
shall be deemed to be references to United
States citizens, national or resident workers;
and

‘‘(B) references in such statutes and regu-
lations to Guam shall be deemed to be ref-
erences to the Northern Mariana Islands.

‘‘(3) When deploying personnel to enforce
the provisions of this section, the Attorney
General shall coordinate with, and act in
conjunction with, State and local law en-
forcement agencies to ensure that such de-
ployment does not degrade or compromise
the law enforcement capabilities and func-
tions currently performed by immigration
officers.

‘‘(4) The Attorney General shall prescribe
and implement a transition period for the
amendments made to section 506(a) of the
Covenant. The transition period shall not ex-
ceed 4 years from the effective date of this
subsection. Not later than 2 years after the
date of enactment of the Commonwealth of
the Northern Mariana Islands Reform Act,
the Attorney General shall submit a report
on the status of implementing this section.’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall take effect 180
days after the date of enactment of this Act
except that the amendment designated as
‘‘(e)(2)’’ shall take effect on the date of en-
actment of this Act.
SEC. 4. LABELING REQUIREMENTS FOR TEXTILE

FIBER PRODUCTS.
(a) Public Law 94–241 is amended by adding

at the end the following:
‘‘SEC. 6. LABELING OF TEXTILE FIBER PROD-

UCTS.
‘‘(a) No textile fiber product that is made

or assembled in the Commonwealth of the
Northern Mariana Islands shall have a
stamp, tag, label, or other means of identi-
fication or substitute therefore on or affixed
to the product stating ‘Made in USA’ or oth-
erwise stating or implying that the product
was made or assembled in the United States
unless the product is made or assembled
using direct labor that meets the required
percentage of qualified manhours.
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‘‘(b) A textile fiber product that does not

meet the requirements of subsection (a) shall
be deemed to be misbranded for purposes of
the Textile Fiber Products Identification
Act (Public Law 85–897, 72 Stat. 1717).

‘‘(c) In this section:
‘‘(1) DIRECT LABOR.—The term ‘direct labor’

includes any work provided to prepare, as-
semble, process, package, or transport a tex-
tile fiber product, but does not include super-
visory, management, security, or adminis-
trative work.

‘‘(2) FREELY ASSOCIATED STATES.—The term
‘Freely Associated States’ means the Repub-
lic of Palau, the Republic of the Marshall Is-
lands, and the Federated States of Microne-
sia.

‘‘(3) QUALIFIED MANHOURS.—The term
‘qualified manhours means the manhours of
direct labor performed by persons who are
citizens or nationals of the United States or
citizen of the Freely Associated States.

‘‘(4) REQUIRED PERCENTAGE.—The term ‘re-
quired percentage’ means—

‘‘(A) 20 percent, for the period beginning
January 1, 1998, through December 31, 1998;

‘‘(B) 35 percent, for the period beginning
January 1, 1999, through December 31, 1999;
and

‘‘(C) 50 percent, for the period beginning
January 1, 2000, and thereafter.

‘‘(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of enactment of this Act.’’.
SEC. 5. MINIMUM WAGE REQUIREMENTS.

(a) Section 503 of Article V of the Covenant
to Establish a Commonwealth of the North-
ern Mariana Islands in Political Union with
the United States of America, approved by
Public Law 94–241 is amended by deleting
‘‘States; and (c) the minimum wage provi-
sions of Section 6, Act of June 25, 1938, 52
Stat. 1062, as amended,’’ and inserting in lieu
thereof ‘‘States.’’.

(b) Public Law 94–241, 90 Stat. 263, is
amended by adding at the end thereof the
following:
‘‘SEC. 7. MINIMUM WAGES IN THE COMMON-

WEALTH OF THE NORTHERN MARI-
ANA ISLANDS.

‘‘(a) The minimum wage provisions of the
Fair Labor Standards Act of 1938 (29 U.S.C.
206(a)(1)) shall apply to the Commonwealth
of the Northern Mariana Islands, except
that—

‘‘(1) during the period beginning 30 days
after the date of enactment of this Act and
ending on December 31, 1997, the minimum
wage rate applicable to the Commonwealth
of the Northern Mariana Islands shall be
$3.05 an hour for an employee; and

‘‘(2) beginning on January 1, 1998, and each
calendar year thereafter, the minimum wage
rate applicable to the Commonwealth of the
Northern Mariana Islands for an employee
for each such calendar year shall be the min-
imum wage rate applicable to the Common-
wealth of the Northern Mariana Islands for
the preceding calendar year increased by 30
cents or the amount necessary to increase
the minimum wage rate to the rate described
in section 6(a)(1) of the Fair Labor Standards
Act of 1938, whichever is less; and

‘‘(3) after the calendar year in which the
minimum wage rate applicable to the Com-
monwealth of the Northern Mariana Islands
has been increased under subparagraph (A)
to the minimum wage rate described in sec-
tion 6(a)(1) of the Fair Labor Standards Act
of 1938, the minimum wage rate applicable to
the Commonwealth of the Northern Mariana
Islands for an employee for any succeeding
calendar year shall be the rate described in
such section.’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect 30 days
after the date of enactment of this Act.

SEC. 6. REPORT.
Not later than 1 year after the date of en-

actment of this Act, the Secretary of the In-
terior, in consultation with other Federal
agencies, shall conduct a study of the extent
of human rights violations and labor rights
violations in the Commonwealth of the
Northern Mariana Islands, including the use
of forced or indentured labor, and any efforts
being taken by the Government of the Unit-
ed States or the Commonwealth of the
Northern Mariana Islands to address or pro-
hibit such violations. The Secretary of the
Interior shall include the results of such
study in the annual report, entitled ‘‘Fed-
eral-CNMI Initiative on Labor, Immigration,
and Law Enforcement,’’ transmitted to Con-
gress.
SEC. 7. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated
such sums as may be necessary to carry out
the provisions of this Act.

FEDERAL-CNMI INITIATIVE ON LABOR, IMMI-
GRATION, AND LAW ENFORCEMENT IN THE
COMMONWEALTH OF THE NORTHERN MARIANA
ISLANDS, JULY 1997

EXECUTIVE SUMMARY

The United States took the Northern Mari-
ana Islands from Japan in 1944 and adminis-
tered the islands under a United Nations
trusteeship agreement until 1986. At that
time, the Covenant to Establish a Common-
wealth of the Northern Mariana Islands in
Political Union with the United States of
America (Covenant) came into full effect,
and the residents were granted United States
citizenship. In developing their Covenant
agreement with the United States, the
Northern Marianas negotiators expressed
concern that the Federal Immigration and
Nationality Act (INA) would permit exces-
sive immigration to the islands from neigh-
boring Asian countries that would perma-
nently overwhelm the local culture and com-
munity. Federal negotiators and the Con-
gress, therefore, agreed to not immediately
extend Federal immigration control. Iron-
ically, CNMI policies have resulted in aliens
becoming a majority of the island’s popu-
lation. These policies include use of low-
wage temporary alien workers for permanent
jobs and the aggressive promotion of gar-
ment manufacturing. Wages lower than the
Federal minimum wage are possible because
the Federal minimum wage was not extended
to the Northern Mariana Islands. The gar-
ment industry takes advantage of the immi-
gration and minimum wage exemption privi-
leges, as well as privileged exceptions to the
Federal trade laws, to ship products par-
tially manufactured in the islands into the
United States market even though the is-
lands are outside the customs territory of
the United States.

Federal officials have expressed concern
about the CNMI alien labor system since at
least 1984, when the Interior Department’s
Assistant Secretary for Territorial and
International Affairs first officially sug-
gested the extension of Federal immigration
authority as provided in section 503 of the
Covenant. Despite repeated expressions of
Federal concern with CNMI policies, the
CNMI imported increasing numbers of tem-
porary alien workers and promoted the gar-
ment industry’s expansion. The Congress, in
1994, directed the establishment of a joint
program with the CNMI to respond to the
widening range of labor, immigration, and
law enforcement problems. After three years
under this Federal-CNMI Initiative on Labor,
Immigration, and Law Enforcement (Initia-
tive), agencies report that these negative
trends not only persist, but in a number of
instances, are worsening:

United States citizens—mostly indigenous
people—are now a minority of the popu-

lation. The CNMI population has grown by
250 percent since the 1980 census. Temporary
alien workers now comprise 69 percent of the
labor force. The children of alien mothers
not born in the CNMI, the United States or
the freely associated states account for 16
percent of United States citizens in the
CNMI.

The Immigration and Naturalization Serv-
ice finds that the CNMI immigration system
is ineffective, resulting in a large CNMI ille-
gal immigrant population and the smuggling
of illegals into the United States immigra-
tion zone. Estimates of illegal aliens in the
CNMI range from 4.2 percent to 25.5 percent
of United States citizen population in the
CNMI. The Department of Justice finds that
the foreign criminal presence is increasing.

Alien workers account for over 90 percent
of the CNMI’s private sector workforce,
while unemployment among locally-born
United States citizens is at 14.2 percent.

Worker complaints over wages due and
working conditions continue undiminished,
with the governments of the Philippines and
China expressing concern about the treat-
ment of their citizens. Allegations persist re-
garding the CHMI’s inability to protect
workers against crimes such as illegal re-
cruitment, battery, rape, child labor, and
forced prostitution.

Some workers labor under ‘‘shadow’’ or
secondary contracts signed in their home
country that subvert their rights under the
Constitution of the United States, such as
their right to engage in political and reli-
gious activities while on United States soil.

CNMI alien labor policies are having a pro-
found negative effect on public services and
infrastructure such as education, health
care, public safety, water, sewer, and solid
waste disposal.

Apparel manufacturers operating in the
CNMI, who mainly employ workers from the
People’s Republic of China, label their prod-
ucts ‘‘Made in USA’’, and use Chinese fabric
not subject to United States duty or quota.
By using the CNMI as an apparel manufac-
turing base, these manufacturers avoid du-
ties and are not subject to United States
quotas on finished products. These imports
adversely affect the United States apparel
industry’s employment and profits.

The CNMI is a producer of several sensitive
apparel products where United States pro-
ducers’ share of the market is 50 percent or
less. Imports of these sensitive apparel prod-
ucts from the CNMI, at an average landed
value of $462.7 million in 1996, represented 5.7
percent of total United States imports of
these products. In recent years, total gar-
ment shipments from the CNMI to the Unit-
ed States have increased by 30 percent a
year, with an acceleration to 45 percent in
the first four months of 1997 over the same
months in 1996. The average landed value of
CNMI garment shipments to the United
States is now at a rate of $625 million annu-
ally.

Federal agencies have worked closely with
the CNMI leaders to correct these problems
under the Initiative. Work continues with
many conscientious CNMI officials. The Ad-
ministration, however, finds that the govern-
ment of the CNMI is unwilling to alter its
basic immigration, minimum wage, and gar-
ment manufacturing policies; and that there
are fundamental weaknesses in law enforce-
ment.

The Administration, therefore, believes
that a Federal policy framework addressing
immigration, minimum wage, and the duty-
free shipment of products is needed to prop-
erly address these problems and to promote
CNMI economic development consistent with
our country’s policies and values.

Accordingly, the Administration rec-
ommends that the Congress extend Federal
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immigration and minimum wage policies as
provided in section 503 of the Covenant. In
addition, the Administration recommends
that the Congress close the loophole being
exploited by the CNMI garment industry by
requiring certification that at least 50 per-
cent United States labor (and freely associ-
ated state citizen labor) is employed in order
for products to carry the ‘‘Made in USA’’
label and receive duty-free access to the
United States market. Finally, in order to
minimize adverse economic consequences,
the Administration plans to work with CNMI
representatives, and proposes that these
measures be phased in by the Congress in a
reasonable and appropriate manner.

DEPARTMENT OF STATE, OFFICE OF CHINESE
AND MONGOLIAN AFFAIRS

Date: July 22, 1997.
To: Patrick McGary, Office of Senator

Akaka.
From: Cari Enav.
RE: Hiuzhou Corporation of the Overseas

Labor Service.
Message: According to the Huizhou For-

eign Affairs Office, the Huizhou Corporation
of the Overseas Labor Services is state-
owned enterprise. It is under the municipal
labor bureau.

CONGRESSIONAL RESEARCH SERVICE,
LIBRARY OF CONGRESS,

Washington, DC.
OVERSEAS LABOR CONTRACT

Party A: Hui Zhou Company of the Over-
seas Labor Services, Guangdong Province.

Part B: Name redacted.
Party B, of his own free will, accepts the

invitation of Party A to engage in carpentry
work on Saiban Island [transliteration] for a
term of two years. Party A and Party B both
agree to abide by the following terms and
conditions:

1. From the date of the signing of this con-
tract by Party A and Party B, Party B
agrees to obey the leadership of and accept
arrangements made by Party A, and comply
with rules and regulations made by Party A.
During the period when Party B is sent to
work overseas, Party B must strictly observe
decrees, laws and regulations of the local
government; may not participate locally in
any political or religious activities; and,
among other things, may not engage in
smuggling, prostitution, theft, gambling,
drugs, fighting, excessive drinking, or watch-
ing pornographic videos. While working
overseas, Party B may not date or get mar-
ried. Any violation of the aforesaid may en-
tail investigation into financial and legal li-
abilities, including deduction and/or with-
holding of salary and/or bonus as well as pay-
ment for round trip expenses, or punishment
in accordance with the relevant criminal
laws, depending on the seriousness of cir-
cumstances.

2. While fulfilling his contractual obliga-
tions, Party B shall accept reasonable work
arrangements made by the employer; work
diligently; may not be, for any reason, slack
at work; may not, without permission, re-
quest the employer to change the type of
work or increase the salary; may not look
for other employment locally; and may not
go on strike. An individual who has violated
the aforesaid agreement shall be subject to
action by Party A, and employment may be
terminated immediately; such individual
will bear responsibility for round trip ex-
penses, and will be liable for all financial
losses thus incurred, in accordance with the
seriousness of the impact on foreign affairs.

3. Party B shall provide labor services for
the term of the contract, and may not sus-
pend service unilaterally, or request an early
return to China. Party B shall [illegible] to

overcome family difficulties, if any, and may
not use such difficulties as an excuse to sus-
pend service or return to China early. If it
becomes impossible for Party B to work due
to the employer’s failure to arrange appro-
priate work or for any other reason caused
by the employer, Party B can accurately re-
port the situation to Party A. Party A shall
have the responsibility to negotiate with and
make representations to the employer, ac-
cording to contractual terms and conditions,
and Party B shall abide by the decision made
through consultations and negotiations be-
tween Party A and the employer.

Upon expiration of the contract, the term
of the service may be extended appropriately
based on the work requirements, and Party B
shall, in principle, comply with the decision
made by Party A.

4. Upon completion of the service, Party B
may not [illegible] stay overseas, and shall
return to China strictly according to the
route provided. Party B may not carry con-
traband on entry or exit at customs, or sell
foreign currency or duty-free goods for prof-
it.

5. While providing labor service oveseas,
Party B shall receive a monthly salary of
ll, of which ll will be remitted to China,
together with the domestic management fee,
and converted into RMB based on the pre-
vailing market quotation for his or her fam-
ily. Payment for overtime and bonuses shall,
in principle, be made by the employer di-
rectly to Party B.

6. While working overseas, Party B may
not borrow money from or lend money to the
employer or any other party.

7. Party B agrees to pay a deposit in the
amount of RMB 3,000. When Party B returns
his or her passport, Party A shall return to
Party B the entire amount of the deposit.
Party B agrees to pay a fee in the amount of
RMB 400 for the handling of necessary
dcuments. If, for some reason, Party B is un-
able to work overseas after Party A has com-
pleted the necessary procedures required for
Party B to work overseas, the deposit and
handling fee will not be returned to Party B.
If Party B is unable to work overseas for rea-
sons caused by Party A, the deposit and 50%
of the handling fee shall be refunded.

8. If Party B has the need [illegible] eco-
nomic [illegible] while working overseas,
such compensation shall also be deducted
from the deposit.

9. If a situation arises where Party B is re-
quired to make compensation, but is unable
to make the payment while he or she is
working overseas, the guarantor agrees to
make the payment for financial compensa-
tion on behalf of Party B, while Party B ac-
cepts full financial responsibilities.

10. During the period of Party B’s labor
services, the employer shall be responsible
for all expenses for transportation to and
from work, return airfare to China, room and
board, medical insurance, life insurance and
applicable taxes imposed by the local coun-
try. Party A shall urge the employer to pro-
vide various benefits that Party B shall be
entitled to while working overseas, as pro-
vided in the labor service contract.

11. This contract has three copies, one each
for Party A, Party B and the guarantor. All
three copies have equal legal effect. This
contract shall take effect from the date of
signing. Party A shall formally notify Party
B, upon his or her return to China of the ter-
mination of the employment relationship,
and this contact shall automatically become
invalid.

[From the Washington Times, June 20, 1997]
NORTHERN MARIANAS HIT AS RIGHTS ABUSER

NATIVES TAKE ADVANTAGE OF GUEST WORKERS

(By Henry Hurt)
Wendy Doromal was asleep in her home on

the island of Rota when the telephone rang

at 5:30 a.m. A housekeeper named Thelma
Landeza, the caller said, had been raped by
her employer, a politically well-connected
businessman. Afraid to go to the local au-
thorities, Mrs. Landeza had walked for hours
to the refuge of an underground network on
Rota.

Mrs. Doromal, then 40, quickly dressed and
set out to help. Such missions were in stark
contrast to what the art teacher from Ver-
non, Conn., expected when she first came to
the U.S.-owned Northern Mariana Islands, a
scattering of volcanic specks in the western
Pacific Ocean.

Mrs. Doromal and her family loved Rota’s
sandy beaches and clear, blue ocean. But
drastic changes were taking place in this
paradise—changes that have deeply stained
America’s reputation as the champion of
human rights all over the world.

Lured by fee-driven recruiters, thousands
of poor Asian ‘‘guest workers’’ were entering
the Northern Marianas. Virtually every na-
tive household had at least one Philippine
maid.

Mrs. Doromal soon discovered serious cases
of workers being cheated out of wages and
physically abused. The transgressors were
the native population—an elite minority who
maintained effective control of every govern-
ment function. Although the newcomers out-
numbered the natives, they had no voice or
vote. And so Wendy Doromal, less than 5 feet
tall but forceful and articulate, gradually be-
came their advocate.

‘‘When I saw Thelma that morning,’’ Mrs.
Doromal recalls, ‘‘the fear shot from her face
into my heart. She’d been beaten and she
was crying and trembling.’’

Mrs. Landeza’s tale was harrowing. At 38
and widowed, the small, sweet-faced woman
had sought work in the Northern Marianas
to send money to her five children in the
Philippines. ‘‘It was supposed to be like
going to America,’’ she said.

But that’s not the way it turned out for
Mrs. Landeza or thousands of other men and
women like her. From 1990 to 1993, she says,
she was paid the domestic wage of 69 cents
an hour for 12-hour days; she also was
‘‘rented out’’ to another party for an addi-
tional six hours a day, for which she never
saw a cent. Mrs. Landeza was supposed to
have Sundays off but says she did not.

Like many other workers, Mrs. Landeza
was afraid to complain to local labor offi-
cials. She says her boss, Rafael Quitugua,
flaunted his connections with those very
people. She couldn’t risk being returned job-
less to the Philippines.

Then, according to Mrs. Landeza, on the
night of Oct. 16, 1993, Mr. Quitugua ordered
her to clean up a bar he owned. Driving her
back home, the man reached for Mrs.
Landeza and said, ‘‘I like you very much.’’
He veered down a path toward an isolated
beach.

NO ACTION TAKEN

‘‘I screamed and fought him and begged
him to take me home,’’ she said. ‘‘But he
beat me and finally raped me. He said, ‘If
you ever tell what happened, I’ll kill you.’ ’’

Mrs. Doromal didn’t want this to become
another unprosecuted case because of ‘‘insuf-
ficient evidence.’’ So she and Mrs. Landeza
took the first morning flight to the island of
Saipan, the Northern Marianas’ seat of gov-
ernment.

There, Dr. David McGarey of the Common-
wealth Health Center noted abrasions on
Mrs. Landeza’s body. He diagnosed ‘‘apparent
rape’’ and collected specimens for a rape evi-
dence kit that he turned over to authorities.

Mrs. Doromal also summoned Renato
Villapando, principal officer of the Phil-
ippine consulate. To assure immediate atten-
tion, he wrote a detailed account of Mrs.
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Landeza’s story that he sent to the attorney
general of the Northern Marianas.

Weeks passed, however, and then months.
No charges were brought. Mr. Quitugua,
meanwhile, maintained his innocence.

American interest in the Northern Mari-
anas was born in the blood of 5,289 troops
who died there in 1944 wresting the islands
from the Japanese. The territories lan-
guished for decades until 1976, when the U.S.
Congress created the Commonwealth of the
Northern Mariana Islands (CNMI).

A decade later, its residents became Amer-
ican citizens. Under the agreement, Congress
allowed the CNMI to set its own immigration
policies, and the U.S. minimum wage would
not apply to its workers.

The result was rapid economic growth as
entrepreneurs flocked to Saipan to open fac-
tories and develop tourism. The most com-
mon products were garments carrying the
coveted ‘‘Made in U.S.A.’’ label that entered
the U.S. mainland duty-free. From all over
Asia, especially the Philippines, destitute
workers arrived to work in these factories
and in the islands’ booming hotels, res-
taurants and bars.

Their wages, though higher than in their
native countries, were quite low—and remain
so today. The biggest winners are the na-
tives. The law grants a legal monopoly of all
land in the Northern Marianas to these Pa-
cific islanders, who can lease their property
to factory and hotel operators at handsome
prices.

Today only about 38 percent of the CNMI
population of 59,000 is of native descent.

‘‘They are an exclusive minority with the
power to dominate and exploit others,’’ said
Mikel W. Schwab, assistant U.S. attorney
and chief of the civil division that oversees
the CNMI. ‘‘What’s missing is equal protec-
tion under the law.’’

Responsibility for human rights abuses lies
ultimately with the U.S. Congress, which
oversees CNMI wage and immigration poli-
cies. Legislation addressing these issues is
now being considered.

The case of Thelma Landeza was one of
more than 500 complaints that reached Mrs.
Doromal starting in 1989.

While more than half the cases involved
wage disputes, others included workers tor-
tured, forced into prostitution and held in
sexual servitude.

‘‘In my own experience as a civil prosecu-
tor,’’ said Mr. Schwab, ‘‘I have witnessed a
level of human exploitation that makes
Doromal’s cases ring with credibility.’’

But his civil division had no primary au-
thority to investigate or prosecute rapes and
assaults that occurred in jurisdictions under
the control of the CNMI attorney general’s
office.

Mrs. Doromal and her husband, Boboy, pro-
vided food and shelter for workers and helped
them file complaints. Most important, they
stood beside them in the face of predictable
wrath from their employers and government
officials.

HOLLOW PROMISES

As Mrs. Doromal continued her fearless
campaign, CNMI authorities sought to dis-
credit her. She was accused of everything
from fabricating stories to harboring illegal
workers. By the summer of 1994, however,
her files had become the basis for a govern-
ment task force investigation.

Growing publicity about worker abuses set
off local rage against Mrs. Doromal and her
family. Anonymous phone calls threatened
death. The tires of the family car were
slashed. Her family was ostracized, and this
pressure forced Mrs. Doromal to resign from
her teaching position.

On Aug. 29, 1994, the Doromals fled to
Saipan. There, CNMI Gov. Froilan C. Tenorio

met with Mrs. Doromal and assured her that
the worst labor abusers would be prosecuted.

In September, Mr. Tenorio sat before a
U.S. Senate subcommittee in Washington.
With great humility he conceded that many
of the charges reported in the press—which
were first raised by Mrs. Doromal—were ac-
curate:

‘‘I am saddened and ashamed. Workers
have been cheated and forced to live in sub-
human conditions, locked in during nonwork
hours, and been beaten and raped. Our ad-
ministration will do everything in our power
to end labor abuse’’.

BLAMING THE VICTIM

A few days after meeting with Mr. Tenorio,
Mrs. Doromal received a call from Rota’s un-
derground network. A hysterical young
woman named Teresa—not her real name—
was claiming that for several weeks she had
been locked up by her employer and repeat-
edly raped.

Mrs Doromal arranged for Teresa to be
brought to a Saipan hospital. ‘‘She kept
going into corners and rocking back and
forth, crying,’’ Mrs. Doromal said.

Teresa, 24, was an animated woman who
had studied hotel and restaurant manage-
ment in the Philippines. But employment
there was scarce. A job on Rota with an es-
tablishment described by the recruiter as an
‘‘upscale restaurant’’ seemed the surest
route to good money. The establishment,
however, was little more than a brothel.

In desperation, Teresa accepted the friend-
ly overtures of a politically well-connected
many who got her out of the club. Teresa
says she went to work for him—only to be
locked in a remote farmhouse where she was
tied up, beaten and raped daily until she es-
caped after three weeks.

Under the glare of publicity stirred up by
Mrs. Doromal, the CNMI attorney general’s
office investigated Teresa’s case. Four
months later, it concluded that the evidence
was insufficient to go to trial. The case was
dropped.

Two weeks after Teresa’s case was dropped,
Mr. Tenorio was back in Washington to in-
form Congress that his administration was
making substantial progress in cleaning up
human rights violations. Employers who
abuse contract workers, he said, ‘‘are being
investigated, prosecuted and convicted.’’

To Mrs. Doromal, such words meant that
nothing had changed. But with no regular
job, her family couldn’t stay in the Northern
Marianas; they returned to the U.S. main-
land in May 1995.

In December 1995, nearly a year after Mr.
Tenorio last told Congress he was cleaning
up human right violations, Maria—not her
real name—a tiny Philippine woman with a
childlike face, stood frozen on the stage of a
Rota nightclub tears in her eyes. It was
Maria’s first night of work, and she had been
promised she would never be asked to dance
nude. But now amid catcalls, her boss was
demanding that she strip.

He threatened her until she gave in. But
that wasn’t enough; soon he demanded that
she have sex with him and ‘‘go out with cus-
tomers.’’ Maria refused. She was forced from
her job and returned to the Philippines,
where she told her story to Reader’s Digest.

Despite such reports, CNMI acting Attor-
ney General Robert B. Dunlap II claims con-
ditions are much improved.

‘‘We sent two investigators to Rota,’’ he
said. ‘‘They stayed a week trying to attract
a prostitute—and never found one.’’

Mr. Tenorio, up for re-election in Novem-
ber, maintains he is doing all he can to make
a good situation for contract workers even
better. Meanwhile, he is conducting a $1 mil-
lion public relations campaign to shore up
the CNMI’s image, bringing dozens of con-

gressmen and staffers to tour the Northern
Marianas.

‘‘The thinking is ‘Don’t fix the problem, fix
the image,’ ’’ said Eric Grigoire, a New Jer-
sey native who is the human rights advocate
for the Catholic Church in the Northern Mar-
ianas. He is still summoned to Rota regu-
larly by Mrs. Doromal’s original under-
ground network.

What of Thelma Landeza? In February
1995—more than 16 months after she reported
being kidnapped, raped and beaten—her boss,
Rafael Quitugua, was charged with the
crime, He pleaded not guilty. In December
1995 the charge was dropped.

[From the Star-Bulletin, June 6, 1997]
EXPLOITED IN SAIPAN SEX BAR, TEEN FINDS

HAVEN HERE

ISLE FILIPINO COALITION FOR SOLIDARITY IS A
GODSEND FOR ABUSED WORKERS

(By Susan Kreifels)
Katrina turns 16 Monday, finally getting a

taste of sweetness in her otherwise bitter
dose of life.

Hawaii’s Filipino Coalition for Solidarity
has provided the teenage girl haven since
March from her grim life in Saipan, where
she said she had been sexually exploited in a
barroom since she was 14.

The civil rights advocacy group hopes to
find a way to keep her in the United States,
far from threats from her former employers,
who now face a federal lawsuit on Saipan for
alleged violations of child labor and wage
laws.

Katrina is the young girl’s stage name. Her
real name is being withheld to protect her
identity in the eighth-grade classroom she
now attends on Oahu.

Born in Manila to a poor squatter family,
she ran away when she was 13, ending up in
the arms of unscrupulous recruiters.

Although she admits she lied that she was
19 in the beginning, Katrina said she later
told the recruiters her real age.

But, according to the girl, the recruiters
arranged a passport that claimed she was
born in 1974 instead of 1981.

Katrina ended up in Saipan, where her re-
cruiter-boss promised to make her a ‘‘star-
let.’’ But for the then 14-year-old, it was a
horror role in which customers abused her
naked body and had live sex with her and
other bar girls on stage.

Performances, she said, were videotaped. If
she didn’t do what she was told, her bosses
threatened to ship her back to the Phil-
ippines at her own expense.

‘‘I was scared. I don’t have any money.
What happens to me? Maybe I will die.’’

Katrina describes her life as one much
older than her years.

She and other Filipino women who worked
in the Saipan bar stayed in barracks, virtual
prisoners who couldn’t go out. ‘‘They treated
us like animals.’’

She sent most of her salary home to her
mother.

‘‘In school, I was very religious. I feel there
is no God anymore. I prayed but no re-
sponse,’’ she said.

She drank alcohol every night because
‘‘it’s easier to do anything if you’re drunk.
You can’t really feel anything.

‘‘I try to put it behind me. Sometimes I
think, how did I do that? Animal people only
do that. I get depressed.’’

Last October she went to government labor
officials on Saipan and filed a complaint,
which led to the U.S. Department of Labor
lawsuit. Her former employers tried to bribe
her to give up her complaint, ‘‘but I wanted
to see justice.’’

And, she says with some disbelief, ‘‘after
all I experienced, suddenly I’m here.’’

COALITION MONITORS SAIPAN

Nic Musico of the Filipino Coalition for
Solidarity said the Hawaii group has been
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monitoring abuse of Filipino workers in the
Commonwealth of Northern Mariana Islands,
a U.S. territory 3,900 miles west of Hawaii,
for the last four years. The group has given
haven to other Filipino workers.

The commonwealth, which doesn’t fall
under U.S. wage or immigration laws, offers
low minimum wages ($2.95) and tax incen-
tives that have fueled Saipan’s $500 million-
a-year garment industry. More than 30,000
imported laborers from the Philippines,
China and other Asian countries work the
mills on this small island of 25,000 citizens.
The government says without the foreign
workers, its garment and tourism industry
would collapse.

There were more than 500 labor complaints
filed last year, according to the common-
wealth government. Some are passed along
to the U.S. Department of Labor to pursue.
In 1994, the department successfully sued a
Japanese company that owned several bars
employing underage girls.

The lawsuit involving Katrina and her co-
workers, filed in the U.S. District Court in
Saipan, is not expected to go to trial until
late this year. Defendants Eugene R.
Zamora, Sr., and Marylou ‘‘Malou’’ Zamora,
whom Katrina said brought her to Saipan
from the Philippines, are believed to have re-
turned to their home country. Defendant
Francisco Matsunaga, the Zamoras’ partner
at the Club Kalesa, where Katrina worked,
died last November.

Michael Bayer, wage and hour investigator
on Saipan for the U.S. Department of Labor,
said the foreign workers are tied to one-year
contracts they know don’t have to be re-
newed.

‘‘The more abused, poor, desperate they
are in their home country, the more willing
they are to put up with someplace else,’’ said
Bayer, emphasizing he was giving a personal
opinion rather than an official one. ‘‘They
have no voice. There are no unions. The only
outlet is to file a complaint.’’

CLINTON SENDS WARNING

There are moves in Congress to force the
commonwealth to comply with U.S. wage
and immigration laws. Last week President
Clinton sent commonwealth Gov. Froilan C.
Tenorio a letter warning that his adminis-
tration would work with Congress to extend
U.S. laws there:

‘‘The minimum wage is plainly inadequate;
there have been persistent incidents of im-
proper treatment of alien workers and inad-
equate enforcement of their rights; and man-
ufacturers using foreign workers unfairly
compete with other production under the
U.S. flag,’’ Clinton’s letter said. He said he
would work with Congress to amend the 1976
covenant that created a political union with
the islands and made their residents U.S.
citizens but allowed the commonwealth to
control its immigration and minimum wage.

Dave Ecret, acting public information offi-
cer for Tenorlo’s office, said the common-
wealth has made ‘‘tremendous improve-
ments’’ in the labor situation and believes
Clinton has been misinformed of the current
situation.

Some Republicans in Congress agree. Rep.
Dick Armey, House majority leader, and
Rep. Tom DeLay, House majority whip, as-
sured Tenorio this week in a letter that any
legislation that would ‘‘harm the economic,
social or political well being of the CNMI is
counter to the principles of the Republican
Party, and this Congress has no intention of
voting on such legislation.’’ The two com-
mended the islands for their commitment to
ending labor problems.

AKAKA BACKS CLINTON

Hawaii’s Sen. Daniel Akaka, a Democrat,
said yesterday at he supported Clinton’s let-
ter and would work to bring changes in the

commonwealth, where ‘‘horror stories of
labor abuses continue to abound, while CNMI
(commonwealth) officials launch a public re-
lations campaign touting the territory as an
economic model for the rest of the nation.’’

Ecret said the government has forced com-
panies to clean up workers’ barracks and
doubled the commonwealth government’s
immigration and labor staffs to more quick-
ly resolve abuse cases.

Ecret also said businesses must pay room
and board in addition to minimum wages,
raising the cost of labor of Saipan. He said
any changes in labor and immigration laws
on Saipan would be ‘‘devastating’’ to the
economy.

While politicians debate the bigger issues,
members of the Filipino Coalition for Soli-
darity are working to protect the people
caught up in them, like Katrina. Musico said
his group has solicited people to adopt
Katrina, but time is running out—an adop-
tion application must be filed before she
turns 16. Musico is more optimistic that she
will be granted special asylum.

For now, Katrina has been given permis-
sion to stay in the United States until No-
vember.

By Mr. CRAIG (for himself, Mr.
MURKOWSKI, Mr. REID, Mr.
BRYAN, Mr. BENNETT, Mr.
BURNS, Mr. HATCH, Mr. THOMAS,
Mr. CAMPBELL, Mr. STEVENS,
and Mr. KEMPTHORNE):

S. 1102. A bill to amend the general
mining laws to provide a reasonable
royalty from mineral activities on Fed-
eral lands, to specify reclamation re-
quirements for mineral activities on
Federal lands, to create a State pro-
gram for the reclamation of abandoned
hard rock mining sites on Federal
lands, and for other purposes; to the
Committee on Energy and Natural Re-
sources.

THE MINING LAW REFORM ACT OF 1997

Mr. CRAIG. Mr. President, in the last
Congress, Members in the Senate and
our colleagues in the other Chamber
worked hard to reform the laws under
which the U.S. mining industry operate
on the vast Federal lands of the west.
Members on both sides of the aisle,
from all regions of the country, ac-
knowledged that the Mining Law of
1872 needed change. This body and the
other body passed legislation to reform
the mining law only to have our efforts
vetoed by the President. I believe it is
time to make another effort to pass
mining reform legislation and to en-
gage the Clinton administration in
meaningful discussion that can bring
to a close the long and fruitless debate
we have so far had on this issue.

Today, I am introducing, a bipartisan
bill in conjunction with Chairman
MURKOWSKI, Senator REID, and Senator
BRYAN and five other of our colleagues
to legislatively solve the problems that
we see with the mining law. The Min-
ing Law Reform Act of 1997, is a bill
which will ensure continued mineral
production in the United States. It pro-
vides for a fair economic return from
minerals extracted on public lands, and
will link mining practices on federal
lands to State and Federal environ-
mental laws and land-use plans. This
bill provides a balanced and equitable

solution to concerns raised over the ex-
isting mining law.

Mining in the United States is an im-
portant part of our nation’s economy.
It serves the national interest by main-
taining a steady and reliable supply of
the materials that drive our industries.
Revenue from mining fuels local econo-
mies by providing family income and
preserving community tax bases. Min-
ing has become an American success
story. Fifteen years ago, U.S. manufac-
turers were forced to rely on foreign
producers for 75 percent of the gold
they needed. Today, the U.S. is more
than self-sufficient. The combined di-
rect and indirect impact on the econ-
omy of our nation by the mining indus-
try in 1995 was almost $524 billion. This
is nine times the value of the actual
minerals that were mined. Obviously
we are talking about a very significant
portion of our economy and one that
we can not cavalierly assign to the eco-
nomic antique shed. This information
is from a recent report by the Western
Economic Analysis Center. I ask unani-
mous consent that the summary of this
report be made a part of the RECORD.

Mining, however, is a business associ-
ated with enormous up-front costs and
marginal profits. Excessive royalties
discourage, and in other countries have
discouraged, mineral exploration. Too
large a royalty would undermine the
competitiveness of the mining indus-
try. The end result of excessive govern-
ment involvement would be the move-
ment of mining operations overseas
and the loss of American jobs. The leg-
islation I am introducing today will
keep U.S. mines competitive and pre-
vent the movement of U.S. jobs to
other countries.

The General Mining Law is the cor-
nerstone of U.S. mining practices. It
establishes a useful relationship be-
tween industry and government to pro-
mote the extraction of minerals from
mineral rich Federal lands. Although
the cornerstone of this laws was origi-
nally enacted in 1872, it remains to
function effectively today. The law has
been amended and revised many times
since its original passage. The legisla-
tion I am introducing today preserves
the solid foundation provided by this
law and makes some important revi-
sions that address the concerns that
have been paramount in this debate
that I have been involved in for nearly
a decade.

Specifically, the Mining Law Reform
Act of 1997 will insure revenue to the
Federal Government by imposing fair
and equitable fees and a net royalty. It
requires payment of fair market value
for lands to be mined. It assures lands
will return to the public sector if they
are not developed for mineral produc-
tion, as is intended in this legislation.
Furthermore, to prevent mining inter-
ests from using patented land for pur-
poses other than mining, the bill limits
occupancy to that which is only nec-
essary to carry out mining activities.

To ensure mining activities do not
unnecessarily degrade Federal lands,
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the Mining Law Reform Act mandates
compliance with all Federal, State and
local environmental laws with regard
to land use and reclamation. To en-
force these provisions, the bill includes
civil penalties and the authority for
compliance orders.

Finally, this bill creates a program
to address the environmental problems
associated with abandoned mines.
Working directly with the States, the
Mining Law Reform Act directs fees
and royalty receipts to the abandoned
mine cleanup programs. It is time we
have a workable mechanism to clean
up these relics of the past.

The legislation we are proposing
today is in the best interest of the
American people because it provides
revenue from public resources, assures
mines will be developed in an environ-
mentally sensitive manner and that
abandoned mines from earlier eras will
be reclaimed. It is fair to mining inter-
ests because it imposes reasonable fees
and royalties, and it is good for the en-
vironment because it assures that
sound land use and reclamation prac-
tices are followed. I ask my colleagues
to join me in support of this legislation
and look forward to hearings and Sen-
ate legislative action.

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

MINING AND THE AMERICAN ECONOMY

EVERYTHING BEGINS WITH MINING

(Prepared by George F. Leaming, Ph.D.)

Combined Direct and Indirect Impacts of
Mining, 1995

Values in millions of
dollars

California .......................... $52,475.866
New York ........................... 31,005.248
Texas ................................. 28,971.894
Pennsylvania ..................... 28,643.365
Michigan ........................... 26,229.092
Ohio ................................... 24,964.148
Illinois ............................... 23,932.294
Florida .............................. 19,703.096
Kentucky ........................... 16,331.941
West Virginia .................... 15,277.424
Indiana .............................. 14,232.916
New Jersey ........................ 14,104.661
Arizona .............................. 13,715.868
North Carolina .................. 13,090.456
Minnesota .......................... 12,970.055
Massachusetts ................... 12,794.139
Virginia ............................. 11,498.840
Georgia .............................. 11,202.431
Alabama ............................ 11,027.917
Missouri ............................ 10,162.067
All Other States ................ 131,270.339

Total impact .................. 523,604.058

SUMMARY

The American mining industry had a com-
bined direct and indirect impact on the econ-
omy of the United States in 1995 of almost
$524 billion. That $523.6 billion total eco-
nomic benefit was nearly nine times the
value of the solid minerals that were mined
in the United States that year.

Nearly five million Americans had jobs in
1995 as a result of the combined direct and
indirect contributions of the mining indus-
try to personal, business, and government in-
come throughout the nation. The total num-
ber of jobs created both directly and indi-
rectly in the nation’s economy by the domes-
tic mining industry was more than 15 times

the number of workers directly involved in
mining.

The nation’s business firms realized the
greatest benefits from the mining industry’s
monetary contributions to the American
economy in 1995. The nearly $296 billion in
sales revenues obtained by domestic business
firms directly and indirectly as a result of
the income stream created by mining com-
prised 56% of the industry’s total impact on
the nation’s economy.

Individual Americans and their families
also received a significant amount of per-
sonal income as a result of mining’s direct
and indirect monetary contributions to the
national economy in 1995. The nearly $144
billion received by residents of the United
States in 1995 as a direct or indirect result of
the income streams created by the mining
industry amounted to more than three per-
cent of all earnings received by the country’s
workers. It was more than the personal in-
come earned by all of the residents of Geor-
gia and Mississippi combined in 1995, and it
was almost as much as the personal income
received by the residents of Arkansas, Lou-
isiana, and the District of Columbia from all
sources. That $143.7 billion total of personal
income from mining was enough to pay the
wages of nearly five million American work-
ers, only 6% of whom were actually em-
ployed in mining.

The federal government also shared in the
economic benefit generated by the mining
industry in 1995. Almost $57 billion in reve-
nues received by the federal government in
1995 were generated either directly or indi-
rectly from the income streams created by
mining in the United States. That amounted
to nearly 11% of mining’s total contribution
to the nation’s economy.

State and local governments likewise
shared in the contributions to the national
economy made by the domestic mining in-
dustry. More than $27 billion of the revenues
received by state and local governments
throughout the country in 1995 were provided
either directly or indirectly from the income
streams that were created by mining. That
was equivalent to about 4% of all state and
local taxes levied in 1995. It represented
about 5% of the entire monetary contribu-
tion of the nation’s mining industry to the
national economy. It gave government at all
levels (federal, state, and local) a 16% share
of mining’s total contribution to the na-
tion’s economy.

Among the 50 states, California received
the greatest economic benefit from the min-
ing industry. The state ranked first in com-
bined direct and indirect economic benefit
from the mining of solid minerals, even
though it ranked only fifth in the value of
such minerals produced. The Californai econ-
omy gained more than $52 billion and 469,000
jobs in 1995 as a result of the combined direct
and indirect impacts of mining in the United
States. The gain came partly as a result of
the state’s role as a minerals producer and
also as a manufacturing, trade, service, and
financial center for much of the western
United States as well as its role as a major
beneficiary of the redistribution effects of
the federal tax system.

Table 1—Combined Direct and Indirect Con-
tributions of the American Mining Industry to
the Economies of the Individual United
States, 1995

State Combined gain
Alabama ............................ $11,027,917,000
Alaska ............................... 1,342,592,000
Arizona .............................. 13,715,868,000
Arkansas ........................... 3,790,429,000
California .......................... 52,475,866,000
Colorado ............................ 7,634,613,000
Connecticut ....................... 6,922,838,000
Delaware ........................... 1,566,762,000

Table 1—Combined Direct and Indirect Con-
tributions of the American Mining Industry to
the Economies of the Individual United
States, 1995—Continued

State Combined gain
Dist. of Columbia .............. 1,941,284,000
Florida .............................. 19,703,096,000
Georgia .............................. 11,202,431,000
Hawaii ............................... 1,605,841,000
Idaho ................................. 1,898,296,000
Illinois ............................... 23,932,294,000
Indiana .............................. 14,232,916,000
Iowa ................................... 5,032,141,000
Kansas ............................... 4,052,691,000
Kentucky ........................... 16,331,942,000
Louisiana .......................... 5,547,709,000
Maine ................................. 1,740,423,000
Maryland ........................... 7,465,306,000
Massachusetts ................... 12,794,139,000
Michigan ........................... 26,229,092,000
Minnesota .......................... 12,970,055,000
Mississippi ......................... 3,267,550,000
Missouri ............................ 10,162,067,000
Montana ............................ 2,214,078,000
Nebraska ........................... 2,196,212,000
Nevada ............................... 7,067,021,000
New Hampshire ................. 1,977,094,000
New Jersey ........................ 14,104,661,000
New Mexico ....................... 3,408,964,000
New York ........................... 31,005,248,000
North Carolina .................. 13,090,456,000
North Dakota .................... 1,014,968,000
Ohio ................................... 24,964,149,000
Oklahoma .......................... 4,882,853,000
Oregon ............................... 5,108,336,000
Pennsylvania ..................... 28,643,365,000
Rhode Island ...................... 1,612,602,000
South Carolina .................. 5,821,461,000
South Dakota .................... 1,494,319,000
Tennessee .......................... 9,460,228,000
Texas ................................. 28,971,894,000
Utah .................................. 6,906,968,000
Vermont ............................ 1,018,057,000
Virginia ............................. 11,498,840,000
Washigton ......................... 9,604,834,000
West Virginia .................... 15,277,424,000
Wisconsin .......................... 9,706,482,000
Wyoming ........................... 3,967,386,000

Total ............................... 523,604,058,000
Source: Western Economic Analysis Center.

New York received the second greatest
gain from the nation’s mining industry in
1995, with a total boost to its economy of
more than $31 billion and more than 227,000
jobs. The impact on New York was partly the
result of the state’s direct role as a minerals
producer but more a result of its role as a
major trade, manufacturing, and financial
center and as a major beneficiary of the in-
come redistribution effect of federal spend-
ing.

Texas was not far behind New York in
total economic gain from mining in 1995. The
state has the nation’s eighth largest mining
industry, directly providing more than 16,000
jobs. In 1995, the Texas economy gained al-
most $29 billion and more than 308,000 jobs as
a direct and indirect result of mining in the
United States.

Pennsylvania was very close behind Texas
in total economic benefit from the mining
industry in 1995. The state has a major min-
ing industry of its own, ranking sixth in
value of mine output in 1995, but its bigger
gain came as a result of its position as a
manufacturing center for the nation, selling
products and services to mining and other
enterprises in other states. In 1995, the Penn-
sylvania economy gained almost $29 billion
and 246,000 jobs as a direct and indirect re-
sult of mining in the United States.

Among the top 20 states that gained the
most personal, business, and government in-
come directly and indirectly from mining in
1995, 12 of them, including California, New
York, Pennsylvania, Michigan, Ohio, Illinois,
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Indiana, New Jersey, Massachusetts, North
Carolina, Virginia and Georgia, although
they had significant mining industries of
their own, actually received more business
income from mining in other states. Their
biggest gains come from selling products and
services to mining enterprises in other states
and through the disbursement of government
revenues collected from firms that had min-
ing operations in other states.

Among the 20 states that gained the most
economically from mining in 1995, only two
(California and Arizona) were in the public
land areas of the West traditionally thought
of as being the center of American mining.
Six (Ohio, Illinois, Indiana, Michigan, Min-
nesota, and Missouri) were in the Midwest,
while eight (Kentucky, West Virginia, Texas,
Florida, North Carolina, Georgia, Virginia,
and Alabama) were in the South and another
four (New York, Pennsylvania, New Jersey,
and Massachusetts) were in the Northeast.

More than 90% of the total impact of min-
ing on the economy of the United States in
1995 was in the form of indirect personal,
business, and government income generated
by the circulation and recirculation through
the nation’s economy of the mining indus-
try’s direct payments to persons, other busi-
nesses, and governments. Those direct pay-
ments, while making up only 9% of the total
impact, were themselves substantial, par-
ticularly in those states where mining activ-
ity took place and in states where manufac-
turers and other businesses produced prod-
ucts and services for use in mining.

Direct payments by mining firms to indi-
viduals, other businesses, and governments
in the United States in 1995 totalled more
than $48 billion. Of that total, the industry
paid over $14.5 billion (30%) as personal in-
come to employees, former employees, and
stockholders. More than 85% of that amount
went to pay the wages and salaries of current
employees, while nearly all of the remaining
15% went to pay pensions to former employ-
ees and dividends to investors.

Table 2—Direct Contributions of the American
Mining Industry to the Economies of the Indi-
vidual United States in 1995

State Total direct impact
Alabama ............................ $1,342,230,000
Alaska ............................... 213,388,000
Arizona .............................. 2,299,706,000
Arkansas ........................... 334,147,000
California .......................... 2,876,115,000
Colorado ............................ 801,267,000
Connecticut ....................... 328,546,000
Delaware ........................... 100,729,000
Dist. of Columbia .............. 17,968,000
Florida .............................. 1,326,928,000
Georgia .............................. 829,196,000
Hawaii ............................... 80,974,000
Idaho ................................. 280,470,000
Illinois ............................... 1,719,495,000
Indiana .............................. 1,103,017,000
Iowa ................................... 433,192,000
Kansas ............................... 348,926,000
Kentucky ........................... 2,662,452,000
Louisiana .......................... 356,075,000
Maine ................................. 102,133,000
Maryland ........................... 369,080,000
Massachusetts ................... 581,349,000
Michigan ........................... 1,644,407,000
Minnesota .......................... 1,301,183,000
Mississippi ......................... 200,552,000
Missouri ............................ 868,251,000
Montana ............................ 458,813,000
Nebraska ........................... 164,594,000
Nevada ............................... 1,728,137,000
New Hampshire ................. 99,845,000
New Jersey ........................ 623,148,000
New Mexico ....................... 638,176,000
New York ........................... 1,314,774,000
North Carolina .................. 876,359,000
North Dakota .................... 150,558,000
Ohio ................................... 1,650,231,000

Table 2—Direct Contributions of the American
Mining Industry to the Economies of the Indi-
vidual United States in 1995—Continued

State Total direct impact
Oklahoma .......................... 391,423,000
Oregon ............................... 387,101,000
Pennsylvania ..................... 2,300,648,000
Rhode Island ...................... 68,760,000
South Carolina .................. 423,942,000
South Dakota .................... 251,085,000
Tennessee .......................... 608,122,000
Texas ................................. 2,544,266,000
Utah .................................. 1,100,239,000
Vermont ............................ 72,397,000
Virginia ............................. 1,019,016,000
Washington ....................... 719,353,000
West Virginia .................... 2,815,983,000
Wisconsin .......................... 608,016,000
Wyoming ........................... 1,361,726,000
Wyoming ........................... 1,361,726,000

Total ............................... 44,898,488,000
Totals do not include contributions to federal gov-

ernment revenues.

Source of data: Western Economic Analysis Cen-
ter.

The biggest share (56%) of the mining in-
dustry’s direct contributions to the national
economy in 1995, however, went to other
businesses to pay for the products and serv-
ices used in the search for and production of
minerals. Those direct payments to suppliers
of materials, equipment, energy, and serv-
ices used in mining amounted to over $27 bil-
lion. They were made to suppliers located in
every state of the Union and the District of
Columbia.

The nation’s mining industry also made
significant payments directly to state and
local governments, largely in the states in
which they conducted mining or processing
operations. The amount of such direct pay-
ments by mining firms to state and local
governments in 1995 approached $3.4 billion.

The federal government got even more. Di-
rect payments by mining firms to the United
States Government in payroll taxes, income
taxes, and other taxes and fees surpassed $3.5
billion in 1995. That represented more than
7% of the industry’s total direct contribu-
tion to the American economy last year.

The direct contributions of the mining in-
dustry to the economies of the various states
in 1995 tended to be the greatest in those
states in which the most mining activity was
conducted and which had the most suppliers
providing goods and services to mining firms
in other states. Thus, California, with major
metal mining, construction minerals, and in-
dustrial minerals mining industries, as well
as large manufacturing, trade, services, and
financial sectors serving mining firms in
other states, led the list with a direct impact
from mining of almost $2.9 billion. West Vir-
ginia, with the country’s biggest coal mining
industry (in terms of value), was second with
a direct impact in 1995 of more than $2.8 bil-
lion.

Kentucky, with the nation’s second largest
coal mining industry, as third in impact
with a direct impact on its economy of near-
ly $2.7 billion. Texas, with major metals,
construction minerals, industrial minerals,
and coal mining output, was fourth in direct
impact with over $2.5 billion. Pennsylvania,
the nation’s fifth most important source of
mined coal and third biggest producer of con-
struction minerals, was fifth in direct im-
pact with more than $2.3 billion.

Arizona, with the nation’s largest copper
mining industry was sixth, receiving a direct
impact of nearly $2.3 billion, while Nevada,
with the nation’s largest gold mining indus-
try, was seventh with a direct economic gain
of more than $1.7 billion. Illinois was eighth,
also with an impact of over $1.7 billion.

Table 3—Total Employment Supported Directly
and Indirectly by the American Mining Indus-
try in the Individual United States, 1995

State Total jobs
Alabama ...................................... 107,400
Alaska ......................................... 12,000
Arizona ........................................ 137,300
Arkansas ...................................... 44,400
California ..................................... 469,200
Colorado ...................................... 77,300
Connecticut ................................. 54,400
Delaware ...................................... 14,400
Dist. of Columbia ......................... 9,400
Florida ......................................... 212,600
Georgia ........................................ 121,300
Hawaii ......................................... 18,300
Idaho ............................................ 23,600
Illinois ......................................... 209,400
Indiana ........................................ 133,700
Iowa ............................................. 57,200
Kansas ......................................... 48,200
Kentucky ..................................... 150,300
Louisiana ..................................... 62,300
Maine ........................................... 19,800
Maryland ..................................... 79,300
Massachusetts ............................. 103,900
Michigan ...................................... 203,300
Minnesota .................................... 113,300
Mississippi ................................... 41,500
Missouri ....................................... 103,200
Montana ...................................... 24,900
Nebraska ...................................... 30,000
Nevada ......................................... 63,000
New Hampshire ............................ 20,300
New Jersey .................................. 115,500
New Mexico .................................. 44,000
New York ..................................... 227,500
North Carolina ............................. 140,400
North Dakota .............................. 13,300
Ohio ............................................. 220,700
Oklahoma .................................... 52,700
Oregon ......................................... 53,500
Pennsylvania ............................... 246,000
Rhode Island ................................ 15,900
South Carolina ............................ 65,900
South Dakota .............................. 19,800
Tennessee .................................... 98,300
Texas ........................................... 308,000
Utah ............................................. 66,200
Vermont ...................................... 11,100
Virginia ....................................... 124,800
Washington .................................. 92,300
West Virginia ............................... 132,700
Wisconsin ..................................... 98,800
Wyoming ...................................... 41,400

Total ......................................... 4,954,000
Source of data: Western Economic Analysis Cen-

ter.

THE IMPACT OF THE MINING INDUSTRIES ON THE
ECONOMY OF THE UNITED STATES

In 1995, the mining industries had a com-
bined direct and indirect impact on the econ-
omy of the United States of $523.604 billion
including combined direct and indirect con-
tributions of $143,742 billion in personal in-
come (equal to 5 million jobs), $295.712 billion
in business income, $56.992 billion in federal
government revenues, and $27.158 billion in
state and local government revenues.

As a result of the circulation (and mul-
tiplication) of the mining industry’s total di-
rect impact of $48.429 billion that included
direct payments of $3.373 billion to state and
local governments, $3.530 billion to the fed-
eral government, $27.023 billion to other
American businesses, and $14.503 billion in
personal income for Americans, including
wages and salaries for the industry’s 320,400
employees, who labored to produce minerals
with a total value of $60.055 billion.

Mr. MURKOWSKI. Mr. President, I
stand today to add my strong support
for the introduction of this comprehen-
sive package of reforms intended to
bring this Nation’s mining law into the
21st century.



CONGRESSIONAL RECORD — SENATE S8561July 31, 1997
There are few issues before the Sen-

ate that are more complex and conten-
tious than mining law reform. Make no
mistake, it is an issue within which
major ideologies compete. The out-
come of these debates will define for
years to come the role public lands
play in the Nation’s ability to main-
tain a viable strategic mining capabil-
ity.

Across the Nation—from the White
House, and from within this very
chamber we have been regaled with
stirring speeches on the short comings
of the 1872 mining law: the unfairness
it imposes on the American people. Un-
fortunately this rhetoric has served
only to inflame passions and polarize
the American public on this complex
issue.

It will come as no surprise why,
under these circumstances, mining law
reform has been such a difficult under-
taking within the Congress. There is
one additional circumstance which
serves to frustrate legitimate efforts to
bring mining reform negotiations to a
successful culmination. Legitimate re-
formers within the administration and
the Congress have been joined by those
who see mining reform as the perfect
vehicle for ending mining on public
lands. With these forces there is no ap-
peasement. As reform proposals move
toward addressing legitimate concerns,
the goal line is moved. As you can
imagine, this causes a great deal of
frustration among those of us engaged
in serious reform efforts.

Be that as it may, the only unforgiv-
able action this Senator could take
would be to abandoned the effort. In
the great debate before us I would ask
you to look carefully at the issues—if
you seek reform which brings a fair re-
turn to the public treasury, that pro-
tects the environment, and preserves
the Nation’s ability to produce strate-
gic minerals—then you will find a
great deal to support in the legislation
we lay before you today.

I also take a great deal of pride in
the fact that this legislation does not
forget about the Nation’s smallest min-
ing operations. It will allow them to
stay in business and to continue to
compete on an even playing field with
the larger, better financed operations.
And for those of you who might wonder
why small miners are important; you
need only remember that the great ma-
jority of large mining operations
across the country started out as a
nothing more than a crazy idea inside
the head of a prospector simply too
stubborn to give up on their dream.

On the other hand, if it is your inten-
tion to use mining reform as a vehicle
to end mining on public lands or punish
mining companies for making a profit,
then you will find little in my legisla-
tion to aid in your cause.

There is one resounding note of
agreement across the Nation relating
to mining reform—it is time to bring
this piece of historic legislation into
the 21st century.

However, in our zeal to bring about
this necessary modernization, we must

not forget what we are tinkering with.
Bad decisions clouded with emotion-
ally charged rhetoric can have dev-
astating effects on a $5 billion indus-
try. An industry whose products form
the muscle and sinew of the Nation’s
entire industrial output. We are taking
into our hands the well-being of 50,000
American miners, their families, and
their communities. We will be reaching
out and directly affecting the future
well-being of thousands who derive
their primary source of income manu-
facturing the goods and services which
support this critical industry. We owe
it to that industry, those people, their
communities, and the entire American
public to make good decisions. There is
simply too much at stake to let our
collective emotions get in the way of
good decision making.

The Nation’s first comprehensive
mining laws were negotiated under
torchlite miner’s courts, over copious
amounts of whiskey, and down the bar-
rels of cocked six shooters. These laws
literally emerged out of the muck and
grime of the gold fields of California,
the silver fields of Nevada, and count-
less other mining camps scattered
across the American West. The initial
law was designed to give every miner
the opportunity to compete on an even
playing field without fear of having his
hard earned gain taken away during
the dark of night. The law was also in-
tended to give a young nation a self
sufficiency in its mineral needs. The
industrial revolution was upon us, and
our mills and factories were hungry for
the raw mineral feed stocks necessary
to keep pace with the growing demand
for industrial products.

And Mr. President I am here to tell
you that we were successful. Due in no
small part to the mining industry of
this Nation and all the hard working
miners, the United States moved to the
pre-eminent position that enabled us to
win two world wars and set a standard
of living that is still the envy of the
world.

This package of mining reforms con-
tained in this legislation honors the
past, recognizes the present, and sets
the stage for a bright future.

This legislation honors the past by
refusing to abandon the basic tenets of
the Nation’s mining law. A system that
allows for the location, development
and production of mineral resources off
the public lands. Resources necessary
to keep this country’s mills and fac-
tories working at full capacity.

We recognize the present through the
creation of fair reforms which recog-
nize that over one hundred years have
passed since the general mining laws
went onto the books. During that time
many changes have occurred in this
country and the mining industry.

We set the stage for the future by
placing instruments within the legisla-
tion that directs the reclamation of old
abandoned mine sites and preventing
abuses in the exercise of the rights au-
thorized within the law.

Mr. President, we recognize that the
time has come to reform the general

mining laws. But it must be reform
that fixes the things which are wrong
without destroying this important in-
dustry and the lives and communities
dependent on it.

The legislation we offer today does
that but in such a way that corrects
the problems with the law without kill-
ing the mining industry.

The legislation advances reforms in 4
general areas; royalty, patents, oper-
ations, and reclamation.

No area within the 1872 mining laws
has been so greatly criticized as the
failure on the part of that legislation
to require royalty to be paid for min-
erals extracted from public land.

The legislation that we introduce
today corrects this. It requires that 5
percent of the profit made from a min-
ing operation on federal lands be paid
to the federal government.

This legislation seeks a percentage of
the profit, not the value of the mineral
in place. We do this for very specific
reasons. Failure to do so will cause the
shutdown of many operations and pre-
vent the opening of new mines. It will
cause other operators to cast low ore
concentrates onto the spoil pile as they
seek out only the very highest grade
ores.

Yes, highly profitable mines do exist
and I am sure you are going to hear a
lot about them from our opponents.
But I can also assure you that there is
an equal number that operate on the
margin. Mines are like people, no two
are alike. Through legislation we seek
to create a one-size-fits-all royalty. If
that royalty is designed to address
highly profitable mines, many mar-
ginal mines will go under. That is why
we designed our royalty to take a per-
centage of the profits. If the mine
makes money, the public gets a share.
This approach recognizes that the pub-
lic benefits from a strong mining in-
dustry beyond the royalty it might col-
lect. A continuous and competitive
supply of metals to the Nation’s mills
and factories, high paying mining jobs,
and healthy, viable communities also
contribute to the common good.

I fail to see how the public good is
served through the creation of a roy-
alty system so intrusive that it must
be paid for through the loss of jobs, the
health of local communities, and the
abandonment of lower grade mineral
resources. For those of you who would
dismiss these predictions need only
look north of our borders to British Co-
lumbia to see living proof of this pre-
diction. In 1974 they put a royalty on
minerals before cost of production was
factored in.

Five thousand miners lost their jobs,
mining diminished to the point where
only one new mine went into operation
in 1976. The industry was devastated.
The royalty was removed in 1978. Years
later the industry still has not com-
pletely recovered.

Those who forget history are doomed
to repeat it—let us not forget the expe-
rience of our neighbors to the north.

Patenting or the right to take title
to lands containing minerals upon
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demonstration that the parcel can sup-
port a profitable operation is another
area targeted for intense criticisms by
opponents to existing mining law.

There is no doubt that there have
been serious abuses of this provision of
the 1872 mining law. Unscrupulous indi-
viduals have located mineral oper-
ations for the soul purpose of gaining
title and turning the land into a lodge,
resort or ski area. These practices are
wrong and should be corrected. But it
should not be done in a way that pun-
ishes the great majority of miners who
patent lands for the sole purpose of
mining. Punishing everyone to get at
the few is absolutely wrong and down
right un-American.

The legislation we introduce today
cures the problem without punishing
the innocent. We would continue to
issue patents to operators who are en-
gaged in legitimate mining operations.
However, we also include provisions al-
lowing the Secretary to step in and re-
claim lands should it be determined
that they are no longer being used for
mining.

This approach protects the legiti-
mate miner while insuring that unscru-
pulous operators can no longer turn
mining operations into other activi-
ties.

Much criticism has been levied in the
past at the 1872 mining laws for what
has been called the encouragement of
speculative activities on mineralized
lands. Because no controls were in
place, any person could go out and
stake lands purely for speculative pur-
poses. This kept legitimate miners
from accessing lands for development
and burdened the bureaucracy with
mining claims that had no real mineral
potential.

The legislation we introduce today
addresses this practice. It requires that
a $25 filing fee be paid at the time the
claim is filed, and makes permanent
the $100 per year per claim mainte-
nance fee. These fees will discourage
speculative claim staking while allow-
ing miners intent on mining access to
lands.

The 1872 mining law did not address
environmental protection. Our revi-
sions weave a tight environmental
safety net to protect the federal lands.
We include a permit process which re-
quires secretarial approval for all but
the most minimal mineral related ac-
tivities; furthermore, we require that
lands disturbed by mining be reclaimed
to prevent undue and unnecessary envi-
ronmental degradation. To correct sit-
uations where mine operations are
abandoned, this legislation requires all
operations be fully bonded to pay for
reclamation. We do this in ways that
allow individual miners the oppor-
tunity to choose the bonding tool that
best suits their individual needs while
not losing sight of the overall reclama-
tion goal.

While bonding assures that no fur-
ther reclamation responsibilities will
fall to the public, what about sites
which have been abandoned in the

past? I won’t be breaking any secrets
by telling you that discretionary fund-
ing for new projects around here is
about as scarce as virtue at a lawyers
convention. There is simply too much
need with not enough dollars to go
around. Does this mean that reclama-
tion is not important? Not at all—-
there is no question that the reclama-
tion of these abandoned sites needs to
occur. The only question is where the
dollars are going to come from and
what other priority must fall to the
side.

This legislation addresses this issue
through the establishment of a mine
reclamation fund. This fund is capital-
ized by the funds collected by this leg-
islation. Filing fees, maintenance fees,
and royalty collected all goes into the
fund to pay for the reclamation work.
This fund dovetails with other rec-
lamation funds and fills the gaps. It is
not duplicative.

The Nation’s small miners will find
that there are exemptions from the
payment of fees for the first 25 claims,
royalty relief for yearly profits of less
than $50,000, authorizations to use
state reclamation bonding pools, and
the ability to maintain exclusive long
term land use tenure.

For those who seek meaningful re-
form to the nation’s general mining
laws, this legislation does the job. It
fixes past abuses without punishing the
innocent. It establishes a partnership
with miners to share in the profits of
mining without putting people out of
work. It works with existing environ-
mental legislation to assure that min-
ing operations are carried out with the
least possible disturbance. It makes
sure that the public does not have to
pay for the inappropriate actions of the
few while allowing the many to pursue
their activities in a ways that do not
jeopardize their financial well being.
And, it sets up a process to pay for ex-
isting mine reclamation needs without
taking money away from ongoing fed-
eral programs.

This is good legislation, it fixes exist-
ing problems without creating new
ones. It establishes partnerships be-
tween the Federal and State govern-
ments and treats the mining commu-
nity with respect and dignity without
turning a blind eye to past indiscre-
tion.

I recognize that we have an up-hill
battle. Mining reform has been shroud-
ed for far too long in a smokey veil of
rhetoric and sensationalism. The com-
plexity of the issue is such that before
we can show any meaningful progress
we must separate the voices of those
who seek meaningful reform from
those who are using the debates to pre-
vent mining on public lands. I believe
this legislation will do that—it pro-
vides a platform for reasonable discus-
sion and negotiation without threaten-
ing to end mining on public land.

What we propose may not be poetic,
but it does have a rock solid substance;
it does not lend itself to catchy media
blurbs, but it is genuine reform; it does

not offer quick fixes; but it does make
changes that are needed without pun-
ishing the innocent. It may not be
pretty and it certainly is not easy to
understand but I can promise you one
thing—it will work.

Both sides of the mining reform de-
bate have come a long way toward
achieving meaningful compromise. I
am certain that the legislative vehicle
we launch today will carry us that last
mile and finally bring us the reform
that is needed.

Mr. BENNETT. Mr. President, I am
pleased to join my colleagues in intro-
ducing the Mining Law Reform Act of
1997 today. The merits of this legisla-
tion have already been outlined by oth-
ers, so I will not go into details. I be-
lieve that we have come a long way to-
ward reaching a compromise and I con-
gratulate the chairman for his willing-
ness and his efforts to reach the middle
ground.

Mr. President, in this time of eco-
nomic prosperity, I find it worrisome
that we must constantly remind the
American people that our Nation’s eco-
nomic prosperity is largely dependent
upon our ability to create wealth. The
ability to create wealth depends upon
ability to take a raw material that has
little or no economic worth and turn it
into something of value. The economic
prosperity which we have experienced
in this decade is due, in part, to the in-
creased ability of our Nation’s mining
industry to create wealth out of our
raw materials.

In my own State, there are some
groups which argue that the mining in-
dustry is no longer needed, that it is a
relic of the past. I hear from these
same groups how tourism will be the
savior of Utah’s rural communities and
if the people of rural Utah would only
accept this, then everything will work
out just fine. The economy will be
strong, the environment will be pro-
tected and everyone will have a high
standard of living.

Mr. President, I do not want to di-
minish in any way the important con-
tribution that tourism provides to the
economy of my State. Utahns encour-
age people to come and enjoy our ski
slopes, our canyons, and our national
parks. But much of the tourism indus-
try is seasonal in nature. In some small
communities in southern Utah, it
takes two and one-half incomes to gen-
erate the average income. It is not un-
common to strike up a conversation
with a waitress in the local cafe, and
learn that her husband works two jobs
to make ends meet. As one County
Commissioner summarized recently,
‘‘If tourism was really the answer,
making beds, frying hamburgers, and
pumping gas would have made us rich a
long, long time ago.’’

In 1995, the values of minerals mined
in Utah exceeded $2.4 billion. Utah’s di-
rect economic gain from mining ex-
ceeded $1.1 billion, including $358 mil-
lion in personal income gains. The av-
erage mining job in Utah pays about
$36,000 a year. With this in mind, imag-
ine the tremendous positive impact
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that a few dozen mining jobs have in
these communities. These jobs impact
the local auto dealer, the real estate
agent, the contractor, and the hard-
ware store owner.

Mr. President, responsible and rea-
sonable mining law reform should be
enacted. But as we undertake these ef-
forts, we must also recognize the im-
portant contribution of the mining in-
dustry to our Nation’s economy. It
makes no sense to enact mining law re-
form in the name of environmental
protection or budgetary concerns, if
these reforms in turn force industry
offshore where environmental restric-
tions are not a consideration and some
other country’s government receives
tax revenues. I urge my colleagues to
keep this in mind.

I congratulate the chairman for his
efforts and I look forward to working
closely with him to enact this legisla-
tion.

THE MINING LAW REFORM ACT OF 1997

Mr. BRYAN. Mr. President, I am
pleased to join many of my colleagues
from the West today in introducing the
Mining Law Reform Act of 1997.

The mining industry has always
played an important role in our na-
tional economy, and particularly in the
economies of many western States.
From the discovery of the Comstock
Lode in the 19th century, to the silver
boom of the Goldfield-Tonopah area in
the early 20th century, to the record
levels of gold and silver production in
the last decade, the mineral industry
has historically played a vital role in
Nevada’s economy. For the fifth year
in a row, Nevada’s mines have collec-
tively topped the 6 million ounce mark
in gold production. In 1996, there was a
total of 7.08 million ounces of gold pro-
duced in Nevada. The State’s rich land-
scape has made Nevada the largest gold
producer in the nation with 66.5 per-
cent of all production. In addition, it
now accounts for 10 percent of all the
gold in the world.

The most recent information from
the State of Nevada indicates that di-
rect mining employment in Nevada ex-
ceeds 13,000 jobs. The average annual
pay for these jobs, the highest of any
sector in the state, is about $46,000,
compared to the average salary in Ne-
vada of about $26,000 per year. In addi-
tion to the direct employment in min-
ing, there are an estimated 36,000 jobs
in the state related to providing goods
and services needed by the industry.

I would also like to note that Nevada
mining companies must pay taxes like
any other business, and they also pay
an additional Nevada tax called the
‘‘Net Proceeds of Mines Tax.’’ The
total Net Proceeds tax paid to the
State in 1995 was approximately $33
million. With the addition of sales and
property tax, the industry paid ap-
proximately $141 million in State and
local taxes in 1995. In addition, the Ne-
vada mining industry paid approxi-
mately $95 million in Federal taxes in
1995.

The figures and statistics I have just
mentioned are significant not only to

emphasize the importance of the min-
ing industry to the State of Nevada,
but also to provide a context for the
criticism often leveled against the in-
dustry that they enjoy a free ride for
mining activities on Federal land. The
bottom line is that the mining indus-
try pays taxes just like any other busi-
ness, and in Nevada they pay an addi-
tional tax targeted specifically to their
industry.

The issue of reclamation is also
central to the mining law reform de-
bate. I should note that Nevada has one
of the toughest, if not the toughest,
State reclamation programs in the
country. Nevada mining companies are
subject to a myriad of Federal and
State environmental laws and regula-
tions, including the Clean Water Act,
Clean Air Act, and Endangered Species
Act. Mining companies must secure lit-
erally dozens of environmental permits
prior to commencing mining activities,
including a reclamation permit, which
must be obtained before a mineral ex-
ploration project or mining operation
can be conducted. Companies must also
file a surety or bond with the State or
the Federal land manager in an
amount sufficient to ensure reclama-
tion of the entire site prior to receiving
a reclamation permit.

It is in the context of promoting the
economic viability of the mining indus-
try and of encouraging strong environ-
mental reclamation efforts adminis-
tered by the States that I view the de-
bate over the reform of the Mining Law
of 1872. As I have stated many times
over the years, I feel that certain as-
pects of the 1872 mining law are in need
of reform. Specifically, I feel strongly
that the patenting provision of the cur-
rent law should be changed to provide
for the payment of fair market value
for the surface estate—our legislation
does that. All patents should also in-
clude a reverter clause, which would
ensure that patented public lands
would revert to Federal ownership if no
longer used for mining purposes—our
legislation does that. I believe that
mining laws reform legislation should
ensure that any land used for mining
purposes must be reclaimed pursuant
to applicable Federal and State stat-
utes—our legislation does that. And fi-
nally, I believe that mining law reform
legislation should impose a reasonable
royalty on mineral production from
Federal land—our legislation does that.

The Mining Law Reform Act of 1997
addresses each of the concerns I have
just outlined. It is my hope that this
legislation will serve as the starting
point for the debate over mining law
reform this year.

The time has never been more criti-
cal for Congress to enact comprehen-
sive mining law reform. The aura of
uncertainty that the industry has been
forced to operate under for the last
decade is causing many companies to
look overseas for their future oper-
ations. The number of United States
and Canadian mining companies ex-
ploring or operating in Latin America

continues to grow dramatically. We
must enact mining reform this Con-
gress if we hope to secure the economic
benefits we derive as a Nation from a
healthy mining industry.

By Mr. MOYNIHAN (for himself,
Mr. REID, Mrs. BOXER, Ms. MI-
KULSKI, and Mr. ROBB):

S. 1103. A bill to amend title 23, Unit-
ed States Code, to authorize Federal
participation in financing of projects
to demonstrate the feasibility of de-
ployment of magnetic levitation trans-
portation technology, and for other
purposes; to the Committee on Com-
merce, Science, and Transportation.
THE MAGNETIC LEVITATION (MAGLEV) TRANS-

PORTATION TECHNOLOGY DEPLOYMENT ACT OF
1997

Mr. MOYNIHAN. Mr. President, I rise
with a distinguished group of my col-
leagues to introduce the Magnetic
Levitation Transportation Technology
Deployment Act of 1997.

Maglev is the first new transpor-
tation technology envisioned since the
development of aviation in the early
1900’s, and its adoption represents an
opportunity for dramatic national
gains in transportation efficiency and
economic growth. This legislation pro-
poses to demonstrate the feasibility of
Maglev by authorizing limited Federal
participation in financing one or more
Maglev projects in the United States.

Maglev is an advanced technology in
which magnetic forces lift, propel, and
guide a vehicle over a guideway. Utiliz-
ing state-of-the-art electric power and
control systems, this configuration
eliminates the need for wheels and
many other mechanical parts, thereby
minimizing friction and permitting
cruising speeds of 300 miles per hour or
more—three times the speed of conven-
tional American train technology. Be-
cause of its high speeds and relatively
modest right-of-way requirements,
Maglev offers significant advantages
over auto, rail, and aviation modes in
40- to 600-mile travel markets. Maglev
is also a very safe technology since
properly designed Maglev is virtually
impossible to derail.

While Maglev was invented by a
young American nuclear engineer in
the 1960’s, the Germans have developed
the technology and have already built
a demonstration Maglev test facility.
They are now proceeding with a public/
private project to construct a 181-mile
Maglev system to connect Berlin to
Hamburg. The German system, which
is expected to be operational by 2005,
will provide 1-hour service between the
two cities. Not far behind Germany,
Japan has its own Maglev system
under test. Meanwhile, our Federal
Government has done relatively little
to develop this extraordinary tech-
nology.

In the last few years, however, the
Federal Rail Administration has iden-
tified the feasibility of deployment of
Maglev systems in several major U.S.
transportation corridors. Also, several
public/private partnerships in the Unit-
ed States have begun to develop
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Maglev projects in a number of States,
including California, Florida, Mary-
land, and Nevada. However, as with our
European and Asian competitors, de-
veloping these Maglev projects will re-
quire Federal support to supplement
the private and other public funding
sources. Our bill would establish a
competition for Federal funds, based on
economic and financial criteria, among
the various public/private Maglev
project partnerships.

Because Maglev is a proven tech-
nology that offers significant benefits
for both passengers and freight, it is in
the National interest to demonstrate
these benefits by proceeding to con-
struct and put into service, at an early
date, a project in the United States.
This legislation will encourage such a
project at minimum public cost.

I ask unanimous consent that the
section-by-section analysis and the
text of the Magnetic Levitation
(Maglev) Transportation Technology
Deployment Act of 1997 be printed in
the RECORD.

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

S. 1103
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Magnetic
Levitation (MAGLEV) Transportation Tech-
nology Deployment Act of 1997’’.
SEC. 2. FINDINGS AND POLICY.

(a) FINDINGS.—Congress finds that—
(1)(A) new transportation technologies are

needed to develop new modes of transpor-
tation that are environmentally sound and
energy efficient;

(B) very high- and super-speed magnetic
levitation (referred to in this section as
‘‘MAGLEV’’) is the technology that appears
to best meet the needs of the traveling pub-
lic and high-value freight shippers in the 40-
to 600-mile distance corridors;

(C) MAGLEV is energy efficient, consum-
ing less energy per passenger mile at any
given speed than other forms of transpor-
tation and reducing dependence on imported
oil;

(D) since properly designed MAGLEV is
virtually impossible to derail, MAGLEV is
safe and will prevent accidents and loss of
life, and will significantly reduce costs at-
tributable to accidents occurring on high-
ways, freight rail lines, intercity rail pas-
senger service lines, commuter rail lines,
and short haul airline routes of the United
States;

(E) MAGLEV is virtually unaffected by
weather conditions, which annually result in
delays in other transportation modes em-
ployed by freight and passenger carriers; and

(F) MAGLEV makes extensive use of exist-
ing highway rights-of-way and consumes less
land for its guideway infrastructure than a
comparable roadway;

(2) the commercial feasibility study of
high-speed ground transportation conducted
under section 1036 of the Intermodal Surface
Transportation Efficiency Act of 1991 (Public
Law 102–240; 105 Stat. 1978)—

(A) demonstrates that MAGLEV systems
have the potential for a public and private
partnership under which the private sector
could operate a system without operating
subsidies and the total benefits of the system
would exceed the total costs; and

(B) demonstrates that adding links or cor-
ridors to the basic MAGLEV system would
enhance the basic system, leading to estab-
lishment of high-volume high-speed ground
transportation networks; and

(3) the study required by section 359(d) of
the National Highway System Designation
Act of 1995 (Public Law 104–59; 109 Stat. 627)
further demonstrates the potential for
MAGLEV systems.

(b) POLICY.—It is the policy of the United
States to establish a MAGLEV transpor-
tation technology system operating along
Federal-aid highway and other rights-of-way
as part of a national transportation system
of the United States.
SEC. 3. MAGNETIC LEVITATION TRANSPOR-

TATION TECHNOLOGY DEPLOYMENT
PROGRAM.

(a) IN GENERAL.—Chapter 3 of title 23,
United States Code, is amended by inserting
after section 321 the following:
‘‘§ 322. Magnetic levitation transportation

technology deployment program
‘‘(a) DEFINITIONS.—In this section:
‘‘(1) ELIGIBLE PROJECT COSTS.—The term

‘eligible project costs’ means the capital cost
of the fixed guideway infrastructure of a
MAGLEV project, including land, piers,
guideways, propulsion equipment and other
components attached to guideways, power
distribution facilities (including sub-
stations), control and communications fa-
cilities, access roads, and storage, repair,
and maintenance facilities, but not including
costs incurred for a new station.

‘‘(2) FULL PROJECT COSTS.—The term ‘full
project costs’ means the total capital costs
of a MAGLEV project, including eligible
project costs and the costs of stations, vehi-
cles, and equipment.

‘‘(3) MAGLEV.—The term ‘MAGLEV’
means transportation systems employing
magnetic levitation that would be capable of
safe use by the public at a speed in excess of
240 miles per hour.

‘‘(4) PARTNERSHIP POTENTIAL.—The term
‘partnership potential’ has the meaning
given the term in the commercial feasibility
study of high-speed ground transportation
conducted under section 1036 of the Inter-
modal Surface Transportation Efficiency Act
of 1991 (Public Law 102–240; 105 Stat. 1978).

‘‘(5) RECOGNIZED PILOT PROJECT.—The term
‘recognized pilot project’ means a project
identified in the report transmitted by the
Secretary to Congress on the near-term ap-
plications of magnetic levitation ground
transportation technology in the United
States as required by section 359(d) of the
National Highway System Designation Act
of 1995 (Public Law 104–59; 109 Stat. 627).

‘‘(b) HIGH-SPEED GROUND TRANSPORTATION
OFFICE.—

‘‘(1) IN GENERAL.—Not later than 90 days
after the date of enactment of the Magnetic
Levitation (MAGLEV) Transportation Tech-
nology Deployment Act of 1997, the Sec-
retary shall establish a High-Speed Ground
Transportation Office in the Federal Rail-
road Administration to—

‘‘(A) coordinate and administer all high-
speed rail and MAGLEV programs authorized
by this section and any other provision of
this title or title 49; and

‘‘(B) make available financial assistance to
provide the Federal share of full project
costs of eligible projects selected under this
section and otherwise carry out this section.

‘‘(2) FEDERAL SHARE.—The Federal share of
full project costs under paragraph (1)(B)
shall be not more than 2⁄3.

‘‘(3) USE OF ASSISTANCE.—Financial assist-
ance provided under paragraph (1)(B) shall be
used only to pay eligible project costs of
projects selected under this section.

‘‘(c) SOLICITATION OF APPLICATIONS FOR AS-
SISTANCE.—Not later than 90 days after the

establishment of the High-Speed Ground
Transportation Office, the Secretary shall
solicit applications from States, or authori-
ties designated by 1 or more States, for fi-
nancial assistance authorized by subsection
(b)(1)(B) for planning, design, and construc-
tion of eligible MAGLEV projects.

‘‘(d) PROJECT ELIGIBILITY.—To be eligible
to receive financial assistance under sub-
section (b)(1)(B), a project shall—

‘‘(1) involve a segment or segments of a
high-speed ground transportation corridor
that—

‘‘(A) exhibits partnership potential; or
‘‘(B) is a portion of a recognized pilot

project;
‘‘(2) require an amount of Federal funds for

project financing that will not exceed—
‘‘(A) the amounts made available under

subsection (j)(1)(A); and
‘‘(B) the amounts made available by States

under subsection (j)(4);
‘‘(3) result in an operating transportation

facility that provides a revenue producing
service;

‘‘(4) be undertaken through a public and
private partnership, with at least 1⁄3 of full
project costs paid using non-Federal funds;

‘‘(5) to the maximum extent practicable (as
determined by the Secretary), satisfy appli-
cable Statewide and metropolitan planning
requirements;

‘‘(6) be approved by the Secretary based on
an application submitted to the Secretary by
a State or authority designated by 1 or more
States;

‘‘(7) to the extent non-United States
MAGLEV technology is used within the
United States, be carried out as a technology
transfer project; and

‘‘(8) be carried out using materials at least
70 percent of which are manufactured in the
United States.

‘‘(e) PROJECT SELECTION CRITERIA.—Prior
to soliciting applications, the Secretary
shall establish criteria for selecting which
eligible projects under subsection (d) will re-
ceive financial assistance under subsection
(b)(1)(B). The criteria shall include the ex-
tent to which—

‘‘(1) a project is nationally significant, in-
cluding the extent to which the project will
demonstrate the feasibility of deployment of
MAGLEV technology throughout the United
States;

‘‘(2) timely implementation of the project
will reduce congestion in other modes of
transportation and reduce the need for addi-
tional highway or airport construction;

‘‘(3) States, regions, and localities finan-
cially contribute to the project;

‘‘(4) implementation of the project will cre-
ate new jobs in traditional and emerging in-
dustries;

‘‘(5) the project will augment MAGLEV
networks identified as having partnership
potential;

‘‘(6) financial assistance would foster pub-
lic and private partnerships for infrastruc-
ture development and attract private debt or
equity investment;

‘‘(7) financial assistance would foster the
timely implementation of a project; and

‘‘(8) life-cycle costs in design and engineer-
ing are considered and enhanced.

‘‘(f) PROJECT SELECTION.—Not later than 90
days after a deadline established by the Sec-
retary for the receipt of applications, the
Secretary shall evaluate the eligible projects
in accordance with the selection criteria and
select 1 or more eligible projects for finan-
cial assistance.

‘‘(g) JOINT VENTURES.—A project under-
taken by a joint venture of United States
and non-United States persons (including a
project involving the deployment of non-
United States MAGLEV technology in the
United States) shall be eligible for financial
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assistance under this section if the project is
eligible under subsection (d) and selected
under subsection (f).

‘‘(h) RESEARCH GRANTS AND CONTRACTS.—
The Secretary shall conduct research that
shall include providing grants to, and enter-
ing into contracts with, colleges, univer-
sities, research institutes, Federal labora-
tories, and private entities for research re-
lated to—

‘‘(1) the quantification of benefits derived
from the implementation of MAGLEV tech-
nology;

‘‘(2) MAGLEV safety;
‘‘(3) the development of domestic MAGLEV

technologies, including electromagnetic and
superconducting technology; and

‘‘(4) the development of technologies asso-
ciated with MAGLEV infrastructure.

‘‘(i) REPORT.—Not later than 180 days after
the date of enactment of the Magnetic Levi-
tation (MAGLEV) Transportation Tech-
nology Deployment Act of 1997, the Sec-
retary shall submit a report to the Commit-
tee on Environment and Public Works of the
Senate and the Committee on Transpor-
tation and Infrastructure of the House of
Representatives on progress in implementing
this section that includes a report on—

‘‘(1) the establishment of the High-Speed
Ground Transportation Office under sub-
section (b);

‘‘(2) applications for assistance under this
section; and

‘‘(3) the establishment of public and pri-
vate partnerships to carry out this section.

‘‘(j) AUTHORIZATION OF APPROPRIATIONS.—
‘‘(1) IN GENERAL.—There are authorized to

be appropriated from the Highway Trust
Fund (other than the Mass Transit Account)
to—

‘‘(A) carry out this section (other than sub-
section (h)), $10,000,000 for fiscal year 1998,
$20,000,000 for fiscal year 1999, $200,000,000 for
each of fiscal years 2000 and 2001, and
$250,000,000 for each of fiscal years 2002 and
2003; and

‘‘(B) provide research grants and contracts
under subsection (h), $10,000,000 for each of
fiscal years 1998 through 2003.

‘‘(2) AVAILABILITY OF FUNDS.—Funds made
available under paragraph (1) shall remain
available until expended.

‘‘(3) CONTRACT AUTHORITY.—Approval by
the Secretary of an eligible project selected
under this section shall be considered to be a
contractual obligation of the United States
for payment of the Federal share of the full
project costs of the project.

‘‘(4) OTHER FEDERAL FUNDS.—Notwithstand-
ing any other provision of law, funds made
available to a State to carry out the surface
transportation program under section 133
and the congestion mitigation and air qual-
ity improvement program under section 149
may be used by the State to pay a portion of
the full project costs of an eligible project
selected under this section, without require-
ment for non-Federal funds.

‘‘(5) OTHER ASSISTANCE.—Notwithstanding
any other provision of law, an eligible
project selected under this section shall be
eligible for the loans, loan guarantees, lines
of credit, development cost and political risk
insurance, credit enhancement, and risk in-
surance that are authorized for a highway
project under this title.

‘‘(6) TAX-EXEMPT BOND FINANCING.—For the
purpose of obtaining tax-exempt bond fi-
nancing under the Internal Revenue Code of
1986, a MAGLEV facility shall be considered
to be a high-speed intercity rail facility with
an average speed greater than 150 miles per
hour under section 142(a)(11) of that Code.’’.

(b) CONFORMING AMENDMENT.—The analysis
for chapter 3 of title 23, United States Code,
is amended by inserting after the item relat-
ing to section 321 the following:

‘‘322. Magnetic levitation transportation
technology deployment pro-
gram.’’.

MAGNETIC LEVITATION (MAGLEV) TRANSPOR-
TATION TECHNOLOGY DEPLOYMENT ACT OF
1997—SECTION-BY-SECTION ANALYSIS

Sec. 1 Short Title
This section designates this bill as the

‘‘Magnetic Levitation (MAGLEV) Transpor-
tation Technology Deployment Act of 1997.’’
Sec. 2 Findings and Policy

Sub-section (a) makes several findings con-
cerning the need for a new mode of transpor-
tation that is environmentally sound and en-
ergy efficient and describes how magnetic
levitation can meet that need with a dem-
onstrated safe and cost-effective technology.

Based upon the above findings, sub-section
(b) declares that it is the policy of the Unit-
ed States to establish a MAGLEV transpor-
tation technology system as part of our na-
tional transportation system.
Sec. 3 Magnetic Levitation Transportation

Technology Deployment Program
Sub-section (a) amends Chapter 3 of Title

23, U.S.C. to add a new ‘‘Section 322. Mag-
netic Levitation transportation technology
deployment program.’’

Sub-section (a) of the new Section 322 pro-
vides definitions for several terms subse-
quently used in the legislative language.

Paragraph (b)(1) of the new Section 322 re-
quires The Secretary of Transportation to
establish a High-Speed Ground Transpor-
tation Office in the Federal Railroad Admin-
istration to coordinate and administer all
high-speed rail and MAGLEV programs and
make available Federal funds authorized by
this section for selected MAGLEV projects.

Paragraph (b)(2) specifies that the Federal
share of costs of selected projects shall not
exceed 2⁄3 of the full project costs which in-
clude: guideway, stations, vehicles and ap-
purtenant facilities and equipment.

Paragraph (b)(3) specifies that the Federal
funds authorized by this legislation may
only be used to pay the capital costs of the
fixed guideway infrastructure of a MAGLEV
project.

Sub-section (c) requires the Secretary to
solicit applications from states or authori-
ties designated by one or more states for fi-
nancial assistance in the planning, design
and construction of an eligible MAGLEV
project.

Sub-section (d) defines project eligibility,
and requires eligible projects to, among
other requirements:

Involve a segment or segments of a longer
high speed ground transportation corridor
that exhibits partnership potential (i.e. can
be shown that once built, can be operated by
private enterprise as a self sustaining en-
tity.) or is a portion of a recognized pilot
project identified in a report to Congress
mandated by Section 359(d) of the National
Highway System Designation Act of 1995;

Not require more Federal assistance than
the amount authorized by this legislation
plus any additional amounts of Federal-aid
highway apportionment which are made
available by the states; and

Results in an operating transportation fa-
cility that provides revenue producing serv-
ice.

Sub-section (e) requires the Secretary to
establish criteria for selection of eligible
projects and provides a list of criteria to be
included.

Sub-section (f) requires the Secretary to
establish a deadline for receipt of applica-
tions and provides 90 days for the Secretary
to evaluate the applications and select one
or more projects for financial assistance.

Sub-section (g) allows joint ventures com-
posed of U.S. and non-U.S. persons to be eli-
gible for financial assistance.

Sub-section (h) requires the Secretary to
carry out additional research and provides
authority to enter into research contracts
with a variety of public and private busi-
nesses, institutions and laboratories.

Sub-section (i) requires a report to the
Senate Committee on Environment and Pub-
lic Works and the House Committee on
Transportation and Infrastructure within 180
days on the progress made in implementing
the legislation.

Paragraph (j)(1) authorizes $930,000,000
from the Highway Trust Fund (other than
the Mass Transit Account) over six years to
provide the Federal share of the cost of de-
sign and construction of one or more
MAGLEV projects selected by the Secretary.
It also provides $10,000,000 annually for au-
thorized research activities.

Paragraph (j)(2) and (3) keep the authorized
amounts available until expended and pro-
vide contract authority.

Paragraph (j)(4) permits any state to use a
portion of Federal highway funds appor-
tioned to the state for the Surface Transpor-
tation Program (STP) and the Congestion
Mitigation Air Quality Program (CMAQ) to
pay a portion of the full project costs.

Paragraph (j)(5) makes selected projects el-
igible for any innovative financing tech-
niques provided for Federal-aid highway
projects under title 23, U.S.C.

Paragraph (j)(6) of the new Section 322
makes selected MAGLEV projects eligible
for tax-exempt bond financing.

By Mr. HOLLINGS (for himself
and Ms. SNOWE):

S. 1104. A bill to direct the Secretary
of the Interior to make corrections in
maps relating to the Coastal Barrier
Resources System; to the Committee
on Environment and Public Works.
CORRECTING THE COASTAL BARRIER RESOURCES

SYSTEM LEGISLATION

Mr. HOLLINGS. Mr. President, I rise
today to introduce a bill aimed at cor-
recting a mistake in the Coastal Bar-
rier Resource System. Without this
correction, a portion of Colleton Coun-
ty, SC, will remain in the Coastal Bar-
rier Resources System even though the
county never had an opportunity to
voice their objection to their inclusion.

In 1980 Congress directed the Sec-
retary of the Interior to study and pro-
pose a Coastal Barrier Resources Sys-
tem. The aim was to create a system
made up of relatively undeveloped low-
lying coastal lands which, because of
their susceptibility to flooding, would
not be eligible for Federal flood insur-
ance. Practically speaking, to be in-
cluded in the CBRS means you face se-
rious obstacles when selling or develop-
ing your property.

Soon after the passage of the 1980
act, the Department of the Interior
created a study group charged which
promulgating an inventory of coastal
properties—properties to be included in
the CBRS. By the end of 1988, the study
group had completed its work and the
Department of the Interior submitted
the CBRS proposal to Congress.

This proposed inventory was the cul-
mination of 8 years work and included
suggestions made during two public
comment periods. The first public com-
ments were made following the release
of an initial draft inventory in 1985.
Additional comments were made fol-
lowing the release of a second draft in
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the spring of 1987. The Department of
the Interior received numerous com-
ments on these draft inventories and
incorporated many in their final report
to Congress. This final report was the
basis for the Coastal Barrier Resources
System adopted in 1990.

I recite this history because without
an understanding of it, Mr. President,
one can’t understand the intent of my
legislation.

While the Department of the Interior
was drafting this proposed system, a
strip of coastal South Carolina was
being annexed by Colleton County from
Charleston County. Unfortunately, this
annexation occurred in 1987 in the
midst of the 1987 CBRA comment pe-
riod. Unfortunately, the notice of this
second draft inventory was not re-
ceived by Colleton County. The county
never received any notice. It appears
the draft inventory was provided to
Charleston County, not Colleton Coun-
ty. In fact, the maps currently on file
at the Department of the Interior, still,
incorrectly show this tract in Charles-
ton County—not Colleton County.
Thus, the citizens of Colleton County,
never having had an opportunity to
comment on these proposed changes,
now find this tract included in the
CBRS.

I proposed legislation in 1995 to cor-
rect this mistake, but it was never re-
ported out of committee. It failed to
win the Environment and Public Works
Committee’s support because the Fish
and Wildlife Service, at the time, felt
that the area in question had been
mapped properly.

Mr. President, since the end of the
104th Congress, I have been working
with the Fish and Wildlife Service to
address this problem. They have now
reevaluated this area and have come to
the conclusion, ‘‘that the unprece-
dented procedural circumstances in
this situation raise concerns of equity
and fairness that warrant remapping.’’
Mr. President, I ask unanimous con-
sent to include in the RECORD a letter
from John Rogers, Acting Director of
the U.S. Fish and Wildlife Service,
dated May 1, 1997, that says just that.

In short, this bill corrects a mistake
made 10 years ago. It rights a wrong. It
does not drastically redraft the Coastal
Barrier Resources System nor does it
withdraw any lands which were in-
cluded in the 1982 draft. It is narrowly
drafted to address Colleton County’s
unique situation. My staff, working
with the Fish and Wildlife Service, has
not identified another area in the sys-
tem which is similarly situated. That
is, there are no other areas which
changed jurisdictions at the time the
Coastal Barrier Resources System
boundaries were being developed and
which never received notice of these
changes, thus this bill would not prove
a precedent for those seeking wholesale
changes in the Coastal Barrier Re-
sources System.

In conclusion, the bill simply returns
a small portion of Edisto Island, SC to
its 1982 status. I urge my colleagues to
support this bill.

Ms. SNOWE. Mr. President, I am
pleased to join the ranking member of
the Commerce Committee, Senator
HOLLINGS, in the introduction of the
Oceans Act of 1997. This bill will estab-
lish a commission like the Stratton
Commission of 1966 to review the many
ocean and coastal issues facing the
United States, and to develop a com-
prehensive, coordinated, national
ocean, and coastal policy.

Prior to introduction, I raised a few
concerns with Senator HOLLINGS on
some provisions of the draft bill. Basi-
cally, I had recommended some lan-
guage that made it clear that as we de-
velop a new ocean and coastal policy
for the Nation, we keep in mind the
facts that our fiscal resources are lim-
ited, and that our Federal investments
in ocean and coastal resources must be
spent efficiently and wisely. I also
raised some concerns about the fact
that the original draft had the Presi-
dent appointing all of the members of
this important commission.

Mr. President, Senator HOLLINGS has
graciously agreed to make some
changes to the bill pursuant to my rec-
ommendations. For instance, the bill
now authorizes the Congress to appoint
more than half of the Commission
members, and the Commission is di-
rected to identify opportunities to re-
form Federal ocean programs to im-
prove efficiency and effectiveness. I
commend Senator HOLLINGS for his
willingness to work with me and other
Republican Senators before introduc-
tion of the bill. After introduction, I
look forward to working with the dis-
tinguished Senator from South Caro-
lina, a Senator who worked on the
original Stratton Commission bill 30
years ago and who is a true champion
of ocean protection, in the Oceans and
Fisheries Subcommittee on any further
refinements along these lines that
might be constructive.

Again, I thank Senator HOLLINGS and
commend him upon introduction of
this bill.

By Mr. COCHRAN (for himself
and Mr. CONRAD):

S. 1105. A bill to amend the Internal
Revenue Code of 1986 to provide a
sound budgetary mechanism for financ-
ing health and death benefits of retired
coal miners while ensuring the long-
term fiscal health and solvency of such
benefits, and for other purposes; to the
Committee on Finance.

THE COMPREHENSIVE COAL ACT REFORM ACT

Mr. COCHRAN. Mr. President, today
I am introducing legislation which will
correct the abuses of Federal tax policy
associated with the Reachback Tax
provisions of the Coal Industry Health
Benefit Act of 1992 (the Coal Act),
while guaranteeing the solvency of the
Combined Benefit Fund established by
that Act.

The legislation will also guarantee
retiree health care benefits to approxi-
mately 75,000 retired unionized bitu-
minous coal miners, their spouses or
widows, and dependents. These coal

mine retirees have received uninter-
rupted health care benefits which are
among the best available to any group
of retirees.

The Coal Act also bestowed a wind-
fall on one class of companies at the
expense of another class, by shifting 62
percent of the cost of these retiree
health benefits from the companies
which had contracted to pay for them.
Those costs are now shouldered by Fed-
eral transfers and private employers,
who had no contractual obligation for
retiree health care.

Since its passage as part of the Na-
tional Energy Policy Act, the Coal Act
has been the subject of debate in both
houses of Congress and tens of millions
of dollars has been spent on litigation
filed in the Federal courts by compa-
nies subjected to its retroactive tax-
ation. Every case has been lost, how-
ever, as the courts have ruled that Con-
gress has the power to tax and that it
is up to Congress to make or change
tax law.

Mr. President, this confiscatory
measure is called the Reachback Tax,
because it reached back, over the dec-
ades and branded for taxation hundreds
of companies, or their former owners.
Many of those companies had been out
of the unionized coal business for dec-
ades. Many identified by the Social Se-
curity Administration as liable for
Reachback Taxes, are nothing more
than skeletons of business entities
holding the dwindling assets of former
small enterprises.

Some reachback companies were
taxed because they, or a related party,
had signed a UMWA multi-employer
contract sometime between 1950 and
1988. When the contracts expired, how-
ever, each of the reachback companies
had fulfilled its obligations to the
union and the union members. There
were no continuing ties between the
reachback companies and former em-
ployees, and certainly no promises of
lifetime benefits to those former em-
ployees, much less their dependents.
Furthermore, the union had no claims
pending against these companies for re-
tiree health care.

Mr. President, the Reachback Tax,
passed without benefit of hearings or
debate, has brought economic disaster
to hundreds of innocent American com-
panies, and hardship for tens of thou-
sands of their workers. It has caused a
favored class of companies to receive
what they admit is a $130 million an-
nual savings in retiree health benefit
costs, and transferred that burden to
companies—small and large in more
than 30 States.

The payment of this Federal tax is an
unfair burden on all of the reachback
companies. For every beneficiary as-
signed, the reachback companies have
a liability of approximately $2,400 per
year, stretching to the year 2043. No
reachback company was prepared to
absorb such an expense, nor should it
have been. Obviously, jobs have been
lost and job-creating projects have
been delayed or canceled, and new
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products and the opening of new mar-
kets have been sidetracked because of
the Reachback Tax.

When the 102d Congress passed the
Reachback Tax in the fall of 1992, it
handed the UMWA Combined Fund
Trustees the statutory responsibility
to collect every cent of every premium
due from every reachback company. It
also conferred on the Department of
Treasury and the Internal Revenue
Service the statutory responsibility to
impose $100 per day, per beneficiary
penalties on every reachback company
which does not pay those premiums.
Furthermore, the Department of Treas-
ury’s Office of Tax Policy reports non-
paying reachback companies are liable
for billions of dollars in penalties.

Mr. President, billions of dollars are
due the United States Treasury, yet
the Treasury and IRS have not moved
to collect these penalties. And, despite
this financial threat, some 60 percent
of all the reachback companies have ig-
nored their statements, unwilling or
unable to comply with a Federal law
they view as unjust.

Mr. President, the Reachback Tax
was promoted during the conference on
the Energy Act as an emergency effort
to avoid an advertised deficit in the
UMWA health benefits fund, and as
necessary to save the retirees from an
imminent suspension of health care
benefits. However, the deficit never
materialized. Instead, the General Ac-
counting Office, the private firms Tow-
ers Perrin, Deloitte & Touche, and the
UMWA Combined Benefit Fund trust-
ees have confirmed a huge surplus in
the fund.

The legislation I am introducing
today will statutorily guarantee that
those surpluses continue through the
life of the fund, as several new and per-
manent cost containment measures by
the fund managers have dramatically
lowered its expenses below original
projections. Furthermore, the number
of beneficiaries in the closed pool con-
tinues to decline because of mortality.

Statutory relief is the only relief
available to these reachback compa-
nies. It is needed immediately. I urge
Senators to join in support of this leg-
islation to mitigate an unintended im-
pact of well-intended legislation.

Mr. CONRAD. Mr. President, I am
pleased to join Senator COCHRAN in
sponsoring this reachback tax relief
bill to alleviate the inequitable hard-
ships the Coal Industry Retiree Health
Benefits Act of 1992 imposed on certain
companies.

First, it is important to note that the
Coal Act of 1992 assured coal miners
and their dependents that their health
benefits were permanently secured.
And, it provided a statutory foundation
to implement that commitment. This
legislation continues that commitment
and maintains the legal foundation to
carry it out.

However, the funding mechanism of
the Act has produced severe financial
hardship for many companies subject
to it. Our legislation reforms the Coal

Act to eliminate this very serious and
growing problem. In order to fund the
1992 Coal Act, reachback companies,
many long removed from deep coal
mining, were subjected to a burden-
some tax that in many cases threatens
their existence. Many companies are no
longer in the coal business, and long
ago withdrew from the Bituminous
Coal Operators Association [BCOA]
having met their legal obligations to
fund retiree health benefits. It is the
BCOA that negotiated a series of col-
lective bargaining agreements with
their employees and at the urging of
the BCOA, the final contract contribu-
tion formula did not fully fund the ben-
efits. The solution to this funding
shortfall came down to asking others
to help pay, even those who had long
ago left the coal business.

We have now reached a point where
reform is essential. As much as $16 bil-
lion in penalties have accumulated
against companies for delinquent pre-
miums. Some of the reachback compa-
nies are trying to pay by depleting
their assets and thereby jeopardizing
their ability to survive economically.
Other companies simply cannot afford
to pay. The Combined Benefit Fund
trustees are currently suing delinquent
companies to collect all unpaid pre-
miums. These liabilities threaten the
existence of many small companies and
the jobs of the people employed by
them. It is increasingly clear that this
is a symptom of the serious short-
comings in the original legislation.
These reachback companies deserve
fairer treatment than the Coal Act now
provides. Just as important, coal min-
ers and their dependents deserve a Coal
Act that will work in the long-run.

To make matters worse, a recent fed-
eral court decision has had the adverse
effect of reducing the Combined Fund
revenues by ten percent and thus
threatening the solvency of the Fund.
If the decision is left standing, a short-
fall is projected by the year 2002. We
must act now to preserve the solvency
of the miners’ fund as well as provide
the urgently needed reachback relief.
This legislation reverses the court’s de-
cision and increases BCOA premiums,
to preserve the long term solvency of
the Fund and provide a modest level of
reachback relief. Following are key re-
form elements in our legislation:

(1) Eliminates premiums for certain
reachback companies and significantly
reduces premiums for other
reachbacks;

(2) Creates a cap on all small com-
pany premiums;

(3) Creates relief for companies who
paid withdrawal fees; and

(4) Strengthens the fiscal integrity of
the miners’ fund by overturning the
court decision and increasing BCOA
premiums.

The passage of the Coal Act in 1992
has saved the coal producing members
of the BCOA more than $130 million per
year over their prior annual benefit
payment liabilities. The BCOA compa-
nies’ $130 million annual windfall will

need to be reduced in order to provide
fiscal relief to the many reachback
companies. When this comprehensive
bill becomes law, BCOA companies will
still benefit from about $100 million in
annual savings.

Mr. President, the problems being
caused by the Reachback Tax are se-
vere and require a remedy. Congress
should act now to reform the Coal Act
in order to provide equitable relief for
all reachback companies as well as to
permanently secure the miners’ bene-
fits. We should pass the Comprehensive
Coal Act Reform proposal now.

By Mr. COATS:
S. 1106. A bill to provide for the es-

tablishment of demonstration projects
designed to determine the social, civic,
psychological, and economic effects of
providing to individuals and families
with limited means an opportunity to
accumulate assets, and to determine
the extent to which an asset-based pol-
icy may be used to enable individuals
and families with limited means to
achieve economic self-sufficiency; to
the Committee on Finance.

THE ASSETS OF INDEPENDENCE ACT

Mr. COATS. Mr. President, I am
pleased to introduce for Independence
Act, bipartisan legislation designed to
help poor and working-poor Americans
build the productive assets they need
to get out of poverty and invest in
their future.

Just as people can’t borrow their way
out of debt, they can’t spend their way
out of poverty. To move forward,
America’s struggling families need as-
sets. For assets are ‘‘hope in concrete
form.’’ While our Nation has wisely
recognized this fact for our middle- and
upper-income families by subsidizing,
through the Tax Code, the acquisition
of homes and retirement accounts, we
have not extended these very sensible
policies to our lower-income citizens.
In fact, they are often penalized if they
try to save.

My legislation will change that, and
set them on a path to economic inde-
pendence. And, by increasing our na-
tional savings rate, it will help set
America on a path to greater produc-
tivity and prosperity. I truly believe
that IDA’s can be to the 21st century
what the Homestead Act was to the
19th and what the GI Bill was to the
20th—an investment in the common ge-
nius of the American people. The truth,
Mr. President, is that we have spent
billions on the poor, but we have rarely
invested in them. And I say emphati-
cally that IDA’s are not a give-away—
they are an investment.

The Assets for Independence Act au-
thorizes the Department of Health and
Human Services to establish commu-
nity-based Individual Development Ac-
count [IDA] programs throughout the
country. IDA’s are matched savings ac-
counts that can be used by low-income
people to acquire a first home, a small
business or post-secondary education
or training. To help the poor save and
to encourage work, their earned in-
come would be matched by federal,
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non-federal, and private dollars. All
payments would go directly to the
third-party vendors (for example, di-
rectly to the mortgage company for
people using their IDA to buy their
first home) and, like IRA’s, there
would be harsh penalties for misuse.
Community-based non-profit organiza-
tions would have to compete and raise
money to be an IDA demonstration
site. The legislation authorizes $25 mil-
lion a year for 4 years for the dem-
onstration.

Mr. President, IDA’s are not new to
America. In fact, they’re spreading rap-
idly; in part as a result of legislation I
proposed, and the Congress passed, last
year in connection with the welfare re-
form bill.

Over 40 private, community-based
IDA’s programs are operating around
the country. I am pleased to say that
one of the oldest and most successful
IDA programs in the country, at
Eastside Community Investments, is
located in Indianapolis.

Fourteen States have already in-
cluded IDA’s in their State welfare re-
form plans, as permitted by the pas-
sage of last year’s legislation.

Twenty States have sponsored their
own IDA programs, some through re-
fundable tax credits, others through di-
rect appropriation. For example, Penn-
sylvania has allocated $1.25 million for
IDA’s through a ‘‘Family Savings Ac-
counts’’ program for low-income fami-
lies.

Over 200 community-based groups in
43 States signified their intention to
develop IDA’s in response to a large,
privately-funded IDA demonstration,
slated to begin later this summer.

When I talk about IDA’s, people often
say to me that the poor cannot save.
Well they’re wrong. The poor can and
do save. As of 1995, some 171,000 low-in-
come families saved more than $250
million through community develop-
ment credit unions in many of Ameri-
ca’s poorest neighborhoods. Also, I be-
lieve that the savings rate of the poor
will rise tremendously once we start
supporting saving, both institutionally
and culturally. And finally, I doubt
that all this IDA activity in the coun-
try would be going on—all the millions
of dollars being committed by major
foundations, corporations, and States
to IDA’s—if there wasn’t a core belief
in the ability and willingness of the
poor to save for long-term, productive
assets.

In closing, Mr. President, I would
strongly encourage my colleagues to
cosponsor this legislation. Just as the
private sector and several State have
invested in America’s poor through
IDA’s, we—the Federal Government
should invest too. Our commitment to
IDA’s could leverage millions more in
private and State contributions—and
thereby help move millions of hard-
working low-income families from pov-
erty to economic independence.

I ask unanimous consent that the
text of the bill as introduced be printed
in the RECORD at this point.

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

S. 1106
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Assets for Independence Act’’.

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
Sec. 1. Short title; table of contents.
Sec. 2. Findings.
Sec. 3. Purposes.
Sec. 4. Definitions.
Sec. 5. Applications.
Sec. 6. Demonstration authority; annual

grants.
Sec. 7. Reserve fund.
Sec. 8. Eligibility for participation.
Sec. 9. Selection of individuals to partici-

pate.
Sec. 10. Deposits by qualified entities.
Sec. 11. Local control over demonstration

projects.
Sec. 12. Annual progress reports.
Sec. 13. Sanctions.
Sec. 14. Evaluations.
Sec. 15. Authorizations of appropriations.
Sec. 16. Funds in individual development ac-

counts of demonstration
project participants disregarded
for purposes of all means-tested
Federal programs.

SEC. 2. FINDINGS.
Congress makes the following findings:
(1) Economic well-being does not come

solely from income, spending, and consump-
tion, but also requires savings, investment,
and accumulation of assets because assets
can improve economic independence and sta-
bility, connect individuals with a viable and
hopeful future, stimulate development of
human and other capital, and enhance the
welfare of offspring.

(2) Fully 1⁄2 of all Americans have either
no, negligible, or negative assets available
for investment, just as the price of entry to
the economic mainstream, the cost of a
house, an adequate education, and starting a
business, is increasing. Further, the house-
hold savings rate of the United States lags
far behind other industrial nations present-
ing a barrier to economic growth.

(3) In the current tight fiscal environment,
the United States should invest existing re-
sources in high-yield initiatives. There is
reason to believe that the financial returns,
including increased income, tax revenue, and
decreased welfare cash assistance, resulting
from individual development accounts will
far exceed the cost of investment in those ac-
counts.

(4) Traditional public assistance programs
concentrating on income and consumption
have rarely been successful in promoting and
supporting the transition to increased eco-
nomic self-sufficiency. Income-based domes-
tic policy should be complemented with
asset-based policy because, while income-
based policies ensure that consumption
needs (including food, child care, rent, cloth-
ing, and health care) are met, asset-based
policies provide the means to achieve greater
independence and economic well-being.
SEC. 3. PURPOSES.

The purposes of this Act are to provide for
the establishment of demonstration projects
designed to determine—

(1) the social, civic, psychological, and eco-
nomic effects of providing to individuals and
families with limited means an incentive to
accumulate assets by saving a portion of
their earned income;

(2) the extent to which an asset-based pol-
icy that promotes saving for education,

homeownership, and microenterprise devel-
opment may be used to enable individuals
and families with limited means to increase
their economic self-sufficiency; and

(3) the extent to which an asset-based pol-
icy stabilizes and improves families and the
community in which they live.
SEC. 4. DEFINITIONS.

In this Act:
(1) APPLICABLE PERIOD.—The term ‘‘appli-

cable period’’ means, with respect to
amounts to be paid from a grant made for a
project year, the calendar year immediately
preceding the calendar year in which the
grant is made.

(2) ELIGIBLE INDIVIDUAL.—The term ‘‘eligi-
ble individual’’ means an individual who is
selected to participate by a qualified entity
under section 9 of this Act.

(3) HOUSEHOLD.—The term ‘‘household’’
means all individuals who share use of a
dwelling unit as primary quarters for living
and eating separate from other individuals.

(4) INDIVIDUAL DEVELOPMENT ACCOUNT.—
(A) IN GENERAL.—The term ‘‘individual de-

velopment account’’ means a trust created
or organized in the United States exclusively
for the purpose of paying the qualified ex-
penses of an eligible individual, but only if
the written governing instrument creating
the trust meets the following requirements:

(i) No contribution will be accepted unless
it is in cash or by check.

(ii) The trustee is a federally insured finan-
cial institution.

(iii) The assets of the trust will be invested
in accordance with the direction of the eligi-
ble individual after consultation with the
qualified entity providing deposits for the in-
dividual under section 10 of this Act.

(iv) The assets of the trust will not be com-
mingled with other property except in a
common trust fund or common investment
fund.

(v) Except as provided in clause (vi), any
amount in the trust which is attributable to
a deposit provided under section 10 of this
Act may be paid or distributed out of the
trust only for the purpose of paying the
qualified expenses of the eligible individual.

(vi) Any balance in the trust on the day
after the date on which the individual for
whose benefit the trust is established dies
shall be distributed within 30 days of that
date as directed by that individual to an-
other individual development account estab-
lished for the benefit of an eligible individ-
ual.

(B) CUSTODIAL ACCOUNTS.—For purposes of
subparagraph (A), a custodial account shall
be treated as a trust if the assets of the cus-
todial account are held by a bank (as defined
in section 408(n) of the Internal Revenue
Code of 1986) or another person who dem-
onstrates, to the satisfaction of the Sec-
retary, that the manner in which such per-
son will administer the custodial account
will be consistent with the requirements of
this Act, and if the custodial account would,
except for the fact that it is not a trust, con-
stitute an individual development account
described in subparagraph (A). For purposes
of this Act, in the case of a custodial account
treated as a trust by reason of the preceding
sentence, the custodian of that custodial ac-
count shall be treated as the trustee thereof.

(5) NON-FEDERAL PUBLIC SECTOR FUNDS.—
The term ‘‘non-Federal public sector funds’’
includes any non-Federal funds disbursed
from a source pursuant to a program oper-
ated under the temporary assistance for
needy families program under part A of title
IV of the Social Security Act (42 U.S.C. 601
et seq.).

(6) PROJECT YEAR.—The term ‘‘project
year’’ means, with respect to a demonstra-
tion project, any of the 4 consecutive 12-
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month periods beginning on the date the
project is originally authorized to be con-
ducted.

(7) QUALIFIED ENTITY.—
(A) IN GENERAL.—The term ‘‘qualified en-

tity’’ means—
(i) one or more not-for-profit organizations

described in section 501(c)(3) of the Internal
Revenue Code of 1986 and exempt from tax-
ation under section 501(a) of such Code; or

(ii) a State or local government agency
submitting an application under section 5
jointly with an organization described in
clause (i).

(B) RULE OF CONSTRUCTION.—Nothing in
this paragraph shall be construed as prevent-
ing an organization described in subpara-
graph (A)(i) from collaborating with a finan-
cial institution or for-profit community de-
velopment corporation to carry out the pur-
poses of this Act.

(8) QUALIFIED EXPENSES.—The term ‘‘quali-
fied expenses’’ means 1 or more of the follow-
ing, as provided by the qualified entity:

(A) POSTSECONDARY EDUCATIONAL EX-
PENSES.—Postsecondary educational ex-
penses paid from an individual development
account directly to an eligible educational
institution. In this subparagraph:

(i) POST-SECONDARY EDUCATIONAL EX-
PENSES.—The term ‘‘post-secondary edu-
cational expenses’’ means the following:

(I) TUITION AND FEES.—Tuition and fees re-
quired for the enrollment or attendance of a
student at an eligible educational institu-
tion.

(II) FEES, BOOKS, SUPPLIES, AND EQUIP-
MENT.—Fees, books, supplies, and equipment
required for courses of instruction at an eli-
gible educational institution.

(ii) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘‘eligible educational institution’’
means the following:

(I) INSTITUTION OF HIGHER EDUCATION.—An
institution described in section 481(a)(1) or
1201(a) of the Higher Education Act of 1965
(20 U.S.C. 1088(a)(1) or 1141(a)), as such sec-
tions are in effect on the date of enactment
of this Act.

(II) POSTSECONDARY VOCATIONAL EDUCATION
SCHOOL.—An area vocational education
school (as defined in subparagraph (C) or (D)
of section 521(4) of the Carl D. Perkins Voca-
tional and Applied Technology Education
Act (20 U.S.C. 2471(4))) which is in any State
(as defined in section 521(33) of such Act), as
such sections are in effect on the date of en-
actment of this Act.

(B) FIRST-HOME PURCHASE.—Qualified ac-
quisition costs with respect to a qualified
principal residence for a qualified first-time
homebuyer, if paid from an individual devel-
opment account directly to the persons to
whom the amounts are due. In this subpara-
graph:

(i) QUALIFIED ACQUISITION COSTS.—The term
‘‘qualified acquisition costs’’ means the costs
of acquiring, constructing, or reconstructing
a residence. The term includes any usual or
reasonable settlement, financing, or other
closing costs.

(ii) QUALIFIED PRINCIPAL RESIDENCE.—The
term ‘‘qualified principal residence’’ means a
principal residence (within the meaning of
section 1034 of the Internal Revenue Code of
1986), the qualified acquisition costs of which
do not exceed 100 percent of the average area
purchase price applicable to such residence
(determined in accordance with paragraphs
(2) and (3) of section 143(e) of such Code).

(iii) QUALIFIED FIRST-TIME HOMEBUYER.—
(I) IN GENERAL.—The term ‘‘qualified first-

time homebuyer’’ means an individual par-
ticipating in the project (and, if married, the
individual’s spouse) who has no present own-
ership interest in a principal residence dur-
ing the 3-year period ending on the date of

acquisition of the principal residence to
which this subparagraph applies.

(II) DATE OF ACQUISITION.—The term ‘‘date
of acquisition’’ means the date on which a
binding contract to acquire, construct, or re-
construct the principal residence to which
this subparagraph applies is entered into.

(C) BUSINESS CAPITALIZATION.—Amounts
paid from an individual development account
directly to a business capitalization account
which is established in a federally insured fi-
nancial institution and is restricted to use
solely for qualified business capitalization
expenses. In this subparagraph:

(i) QUALIFIED BUSINESS CAPITALIZATION EX-
PENSES.—The term ‘‘qualified business cap-
italization expenses’’ means qualified ex-
penditures for the capitalization of a quali-
fied business pursuant to a qualified plan.

(ii) QUALIFIED EXPENDITURES.—The term
‘‘qualified expenditures’’ means expenditures
included in a qualified plan, including cap-
ital, plant, equipment, working capital, and
inventory expenses.

(iii) QUALIFIED BUSINESS.—The term
‘‘qualified business’’ means any business
that does not contravene any law or public
policy (as determined by the Secretary).

(iv) QUALIFIED PLAN.—The term ‘‘qualified
plan’’ means a business plan, or a plan to use
a business asset purchased, which—

(I) is approved by a financial institution, a
microenterprise development organization,
or a nonprofit loan fund having dem-
onstrated fiduciary integrity;

(II) includes a description of services or
goods to be sold, a marketing plan, and pro-
jected financial statements; and

(III) may require the eligible individual to
obtain the assistance of an experienced en-
trepreneurial adviser.

(D) TRANSFERS TO IDAS OF FAMILY MEM-
BERS.—Amounts paid from an individual de-
velopment account directly into another
such account established for the benefit of
an eligible individual who is—

(i) the individual’s spouse; or
(ii) any dependent of the individual with

respect to whom the individual is allowed a
deduction under section 151 of the Internal
Revenue Code of 1986.

(9) QUALIFIED SAVINGS OF THE INDIVIDUAL
FOR THE PERIOD.—The term ‘‘qualified sav-
ings of the individual for the period’’ means
the aggregate of the amounts contributed by
the individual to the individual development
account of the individual during the period.

(10) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of Health and Human
Services.
SEC. 5. APPLICATIONS.

(a) SUBMISSION.—Not later than 6 months
after the date of enactment of this Act, a
qualified entity may submit to the Secretary
an application to conduct a demonstration
project under this Act.

(b) CRITERIA.—In considering whether to
approve an application to conduct a dem-
onstration project under this Act, the Sec-
retary shall assess the following:

(1) SUFFICIENCY OF PROJECT.—The degree to
which the project described in the applica-
tion appears likely to aid project partici-
pants in achieving economic self-sufficiency
through activities requiring qualified ex-
penses. In making such assessment, the Sec-
retary shall consider the overall quality of
project activities in making any particular
kind or combination of qualified expenses to
be an essential feature of any project.

(2) ADMINISTRATIVE ABILITY.—The experi-
ence and ability of the applicant to respon-
sibly administer the project.

(3) ABILITY TO ASSIST PARTICIPANTS.—The
experience and ability of the applicant in re-
cruiting, educating, and assisting project
participants to increase their economic inde-

pendence and general well-being through the
development of assets.

(4) COMMITMENT OF NON-FEDERAL FUNDS.—
The aggregate amount of direct funds from
non-Federal public sector and from private
sources that are formally committed to the
project as matching contributions.

(5) ADEQUACY OF PLAN FOR PROVIDING INFOR-
MATION FOR EVALUATION.—The adequacy of
the plan for providing information relevant
to an evaluation of the project.

(6) OTHER FACTORS.—Such other factors
relevant to the purposes of this Act as the
Secretary may specify.

(c) PREFERENCES.—In considering an appli-
cation to conduct a demonstration project
under this Act, the Secretary shall give pref-
erence to an application that—

(1) demonstrates the willingness and abil-
ity to select individuals described in section
8 who are predominantly from households in
which a child (or children) is living with the
child’s biological or adoptive mother or fa-
ther, or with the child’s legal guardian;

(2) provides a commitment of non-Federal
funds with a proportionately greater amount
of such funds committed by private sector
sources; and

(3) targets such individuals residing within
1 or more relatively well-defined neighbor-
hoods or communities (including rural com-
munities) that experience low rates of in-
come or employment.

(d) APPROVAL.—Not later than 9 months
after the date of enactment of this Act, the
Secretary shall, on a competitive basis, ap-
prove such applications to conduct dem-
onstration projects under this Act as the
Secretary deems appropriate, taking into ac-
count the assessments required by sub-
sections (b) and (c). The Secretary is encour-
aged to ensure that the applications that are
approved involve a range of communities
(both rural and urban) and diverse popu-
lations.

(e) CONTRACTS WITH NONPROFIT ENTITIES.—
The Secretary may contract with an entity
described in section 501(c)(3) of the Internal
Revenue Code of 1986 and exempt from tax-
ation under section 501(a) of such Code to
conduct any responsibility of the Secretary
under this section or section 12 if—

(1) such entity demonstrates the ability to
conduct such responsibility; and

(2) the Secretary can demonstrate that
such responsibility would not be conducted
by the Secretary at a lower cost.
SEC. 6. DEMONSTRATION AUTHORITY; ANNUAL

GRANTS.
(a) DEMONSTRATION AUTHORITY.—If the Sec-

retary approves an application to conduct a
demonstration project under this Act, the
Secretary shall, not later than 10 months
after the date of enactment of this Act, au-
thorize the applicant to conduct the project
for 4 project years in accordance with the ap-
proved application and the requirements of
this Act.

(b) GRANT AUTHORITY.—For each project
year of a demonstration project conducted
under this Act, the Secretary shall make a
grant to the qualified entity authorized to
conduct the project on the first day of the
project year in an amount not to exceed the
lesser of—

(1) the aggregate amount of funds commit-
ted as matching contributions by non-Fed-
eral public or private sector sources; or

(2) $1,000,000.
SEC. 7. RESERVE FUND.

(a) ESTABLISHMENT.—A qualified entity
under this Act, other than a State or local
government agency, shall establish a Re-
serve Fund which shall be maintained in ac-
cordance with this section.

(b) AMOUNTS IN RESERVE FUND.—
(1) IN GENERAL.—As soon after receipt as is

practicable, a qualified entity shall deposit
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in the Reserve Fund established under sub-
section (a)—

(A) all funds provided to the qualified en-
tity by any public or private source in con-
nection with the demonstration project; and

(B) the proceeds from any investment
made under subsection (c)(2).

(2) UNIFORM ACCOUNTING REGULATIONS.—
The Secretary shall prescribe regulations
with respect to accounting for amounts in
the Reserve Fund established under sub-
section (a).

(c) USE OF AMOUNTS IN THE RESERVE
FUND.—

(1) IN GENERAL.—A qualified entity shall
use the amounts in the Reserve Fund estab-
lished under subsection (a) to—

(A) assist participants in the demonstra-
tion project in obtaining the skills (includ-
ing economic literacy, budgeting, credit, and
counseling) and information necessary to
achieve economic self-sufficiency through
activities requiring qualified expenses;

(B) provide deposits in accordance with
section 10 for individuals selected by the
qualified entity to participate in the dem-
onstration project;

(C) administer the demonstration project;
and

(D) provide the research organization eval-
uating the demonstration project under sec-
tion 14 with such information with respect to
the demonstration project as may be re-
quired for the evaluation.

(2) AUTHORITY TO INVEST FUNDS.—
(A) GUIDELINES.—The Secretary shall es-

tablish guidelines for investing amounts in
the Reserve Fund established under sub-
section (a) in a manner that provides an ap-
propriate balance between return, liquidity,
and risk.

(B) INVESTMENT.—A qualified entity shall
invest the amounts in its Reserve Fund that
are not immediately needed to carry out the
provisions of paragraph (1), in accordance
with the guidelines established under sub-
paragraph (A).

(3) LIMITATION ON USES.—Not more than 7.5
percent of the amounts provided to a quali-
fied entity under section 6(b) shall be used by
the qualified entity for the purposes de-
scribed in subparagraphs (A), (C), and (D) of
paragraph (1), except that if 2 or more quali-
fied entities are jointly administering a
project, no qualified entity shall use more
than its proportional share for such pur-
poses.

(d) UNUSED FEDERAL GRANT FUNDS TRANS-
FERRED TO THE SECRETARY WHEN PROJECT
TERMINATES.—Notwithstanding subsection
(c), upon the termination of any demonstra-
tion project authorized under this section,
the qualified entity conducting the project
shall transfer to the Secretary an amount
equal to—

(1) the amounts in its Reserve Fund at
time of the termination; multiplied by

(2) a percentage equal to—
(A) the aggregate amount of grants made

to the qualified entity under section 6(b); di-
vided by

(B) the aggregate amount of all funds pro-
vided to the qualified entity by all sources to
conduct the project.
SEC. 8. ELIGIBILITY FOR PARTICIPATION.

(a) IN GENERAL.—Any individual who is a
member of a household that is eligible for as-
sistance under the State temporary assist-
ance for needy families program established
under part A of title IV of the Social Secu-
rity Act (42 U.S.C. 601 et seq.), or that meets
the following requirements shall be eligible
to participate in a demonstration project
conducted under this Act:

(1) INCOME TEST.—The adjusted gross in-
come of the household does not exceed the
income limits established under section
32(b)(2) of the Internal Revenue Code of 1986.

(2) NET WORTH TEST.—
(A) IN GENERAL.—The net worth of the

household, as of the end of the calendar year
preceding the determination of eligibility,
does not exceed $10,000.

(B) DETERMINATION OF NET WORTH.—For
purposes of subparagraph (A), the net worth
of a household is the amount equal to—

(i) the aggregate market value of all assets
that are owned in whole or in part by any
member of the household; minus

(ii) the obligations or debts of any member
of the household.

(C) EXCLUSIONS.—For purposes of determin-
ing the net worth of a household, a house-
hold’s assets shall not be considered to in-
clude the primary dwelling unit and 1 motor
vehicle owned by the household.

(b) INDIVIDUALS UNABLE TO COMPLETE THE
PROJECT.—The Secretary shall establish
such regulations as are necessary, including
prohibiting future eligibility to participate
in any other demonstration project con-
ducted under this Act, to ensure compliance
with this Act if an individual participating
in the demonstration project moves from the
community in which the project is conducted
or is otherwise unable to continue partici-
pating in that project.
SEC. 9. SELECTION OF INDIVIDUALS TO PARTICI-

PATE.
From among the individuals eligible to

participate in a demonstration project con-
ducted under this Act, each qualified entity
shall select the individuals—

(1) that the qualified entity deems to be
best suited to participate; and

(2) to whom the qualified entity will pro-
vide deposits in accordance with section 10.
SEC. 10. DEPOSITS BY QUALIFIED ENTITIES.

(a) IN GENERAL.—Not less than once every
3 months during each project year, each
qualified entity under this Act shall deposit
in the individual development account of
each individual participating in the project,
or into a parallel account maintained by the
qualified entity—

(1) from the non-Federal funds described in
section 5(b)(4), a matching contribution of
not less than $0.50 and not more than $4 for
every $1 of earned income (as defined in sec-
tion 911(d)(2) of the Internal Revenue Code of
1986) deposited in the account by a project
participant during that period;

(2) from the grant made under section 6(b),
an amount equal to the matching contribu-
tion made under paragraph (1); and

(3) any interest that has accrued on
amounts deposited under paragraph (1) or (2)
on behalf of that individual into the individ-
ual development account of the individual or
into a parallel account maintained by the
qualified entity.

(b) LIMITATION ON DEPOSITS FOR AN INDIVID-
UAL.—Not more than $2,000 from a grant
made under section 6(b) shall be provided to
any 1 individual over the course of the dem-
onstration project.

(c) LIMITATION ON DEPOSITS FOR A HOUSE-
HOLD.—Not more than $4,000 from a grant
made under section 6(b) shall be provided to
any 1 household over the course of the dem-
onstration project.

(d) WITHDRAWAL OF FUNDS.—The Secretary
shall establish such guidelines as may be
necessary to ensure that funds held in an in-
dividual development account are not with-
drawn, except for 1 or more qualified ex-
penses. Such guidelines shall include a re-
quirement that a responsible official of the
qualified entity conducting a project approve
such withdrawal in writing.
SEC. 11. LOCAL CONTROL OVER DEMONSTRA-

TION PROJECTS.
A qualified entity under this Act, other

than a State or local government agency,
shall, subject to the provisions of section 13,

have sole authority over the administration
of the project. The Secretary may prescribe
only such regulations or guidelines with re-
spect to demonstration projects conducted
under this Act as are necessary to ensure
compliance with the approved applications
and the requirements of this Act.
SEC. 12. ANNUAL PROGRESS REPORTS.

(a) IN GENERAL.—Each qualified entity
under this Act shall prepare an annual re-
port on the progress of the demonstration
project. Each report shall specify for the pe-
riod covered by the report the following in-
formation:

(1) The number of individuals making a de-
posit into an individual development ac-
count.

(2) The amounts in the Reserve Fund es-
tablished with respect to the project.

(3) The amounts deposited in the individual
development accounts.

(4) The amounts withdrawn from the indi-
vidual development accounts and the pur-
poses for which such amounts were with-
drawn.

(5) The balances remaining in the individ-
ual development accounts.

(6) Such other information as the Sec-
retary may require to evaluate the dem-
onstration project.

(b) SUBMISSION OF REPORTS.—The qualified
entity shall submit each report required to
be prepared under subsection (a) to—

(1) the Secretary; and
(2) the Treasurer (or equivalent official) of

the State in which the project is conducted,
if the State or a local government commit-
ted funds to the demonstration project.

(c) TIMING.—The first report required by
subsection (a) shall be submitted not later
than 60 days after the end of the calendar
year in which the Secretary authorized the
qualified entity to conduct the demonstra-
tion project, and subsequent reports shall be
submitted every 12 months thereafter, until
the conclusion of the project.
SEC. 13. SANCTIONS.

(a) AUTHORITY TO TERMINATE DEMONSTRA-
TION PROJECT.—If the Secretary determines
that a qualified entity under this Act is not
operating the demonstration project in ac-
cordance with the entity’s application or the
requirements of this Act (and has not imple-
mented any corrective recommendations di-
rected by the Secretary), the Secretary shall
terminate such entity’s authority to conduct
the demonstration project.

(b) ACTIONS REQUIRED UPON TERMINATION.—
If the Secretary terminates the authority to
conduct a demonstration project, the Sec-
retary—

(1) shall suspend the demonstration
project;

(2) shall take control of the Reserve Fund
established pursuant to section 7;

(3) shall make every effort to identify an-
other qualified entity (or entities) willing
and able to conduct the project in accord-
ance with the approved application (or, as
modified, if necessary to incorporate the rec-
ommendations) and the requirements of this
Act;

(4) shall, if the Secretary identifies an en-
tity (or entities) described in paragraph (3)—

(A) authorize the entity (or entities) to
conduct the project in accordance with the
approved application (or, as modified, if nec-
essary, to incorporate the recommendations)
and the requirements of this Act;

(B) transfer to the entity (or entities) con-
trol over the Reserve Fund established pur-
suant to section 7; and

(C) consider, for purposes of this Act—
(i) such other entity (or entities) to be the

qualified entity (or entities) originally au-
thorized to conduct the demonstration
project; and



CONGRESSIONAL RECORD — SENATE S8571July 31, 1997
(ii) the date of such authorization to be the

date of the original authorization; and
(5) if, by the end of the 1-year period begin-

ning on the date of the termination, the Sec-
retary has not found a qualified entity (or
entities) described in paragraph (3), shall—

(A) terminate the project; and
(B) from the amount remaining in the Re-

serve Fund established as part of the project,
remit to each source that provided funds
under section 5(b)(4) to the entity originally
authorized to conduct the project, an
amount that bears the same ratio to the
amount so remaining as the amount pro-
vided by the source under section 5(b)(4)
bears to the amount provided by all such
sources under that section.
SEC. 14. EVALUATIONS.

(a) IN GENERAL.—Not later than 10 months
after the date of enactment of this Act, the
Secretary shall enter into a contract with an
independent research organization to evalu-
ate, individually and as a group, all qualified
entities and sources participating in the
demonstration projects conducted under this
Act.

(b) FACTORS TO EVALUATE.—In evaluating
any demonstration project conducted under
this Act, the research organization shall ad-
dress the following factors:

(1) The savings account characteristics
(such as threshold amounts and match rates)
required to stimulate participation in the
demonstration project, and how such charac-
teristics vary among different populations or
communities.

(2) What service configurations of the
qualified entity (such as peer support, struc-
tured planning exercises, mentoring, and
case management) increase the rate and con-
sistency of participation in the demonstra-
tion project and how such configurations
vary among different populations or commu-
nities.

(3) The economic, civic, psychological, and
social effects of asset accumulation, and how
such effects vary among different popu-
lations or communities.

(4) The effects of individual development
accounts on savings rates, homeownership,
level of education attained, and self-employ-
ment, and how such effects vary among dif-
ferent populations or communities.

(5) The potential financial returns to the
Federal Government and to other public sec-
tor and private sector investors in individual
development accounts over a 5-year and 10-
year period of time.

(6) The lessons to be learned from the dem-
onstration projects conducted under this Act
and if a permanent program of individual de-
velopment accounts should be established.

(7) Such other factors as may be prescribed
by the Secretary.

(c) METHODOLOGICAL REQUIREMENTS.—In
evaluating any demonstration project con-
ducted under this Act, the research organiza-
tion shall—

(1) to the extent possible, use control
groups to compare participants with non-
participants;

(2) before, during, and after the project, ob-
tain such quantitative data as are necessary
to evaluate the project thoroughly; and

(3) develop a qualitative assessment, de-
rived from sources such as in-depth inter-
views, of how asset accumulation affects in-
dividuals and families.

(d) REPORTS BY THE SECRETARY.—
(1) INTERIM REPORTS.—Not later than 90

days after the end of the calendar year in
which the Secretary first authorizes a quali-
fied entity to conduct a demonstration
project under this Act, and every 12 months
thereafter until all demonstration projects
conducted under this Act are completed, the
Secretary shall submit to Congress an in-

terim report setting forth the results of the
reports submitted pursuant to section 12(b).

(2) FINAL REPORTS.—Not later than 12
months after the conclusion of all dem-
onstration projects conducted under this
Act, the Secretary shall submit to Congress
a final report setting forth the results and
findings of all reports and evaluations con-
ducted pursuant to this Act.

(e) EVALUATION EXPENSES.—The Secretary
shall expend such sums as may be necessary
to carry out the purposes of this section.
SEC. 15. AUTHORIZATIONS OF APPROPRIATIONS.

There is authorized to be appropriated to
carry out this Act, $25,000,000 for each of fis-
cal years 1998, 1999, 2000, and 2001, to remain
available until expended.
SEC. 16. FUNDS IN INDIVIDUAL DEVELOPMENT

ACCOUNTS OF DEMONSTRATION
PROJECT PARTICIPANTS DIS-
REGARDED FOR PURPOSES OF ALL
MEANS-TESTED FEDERAL PRO-
GRAMS.

Notwithstanding any other provision of
law that requires consideration of 1 or more
financial circumstances of an individual, for
the purpose of determining eligibility to re-
ceive, or the amount of, any assistance or
benefit authorized by such law to be provided
to or for the benefit of such individual, funds
(including interest accruing) in an individual
development account (as defined in section
4(4)) shall be disregarded for such purpose
with respect to any period during which the
individual participates in a demonstration
project conducted under this Act (or would
be participating in such a project but for the
suspension of the project).

By Mr. COVERDELL:
S. 1107. A bill to protect consumers

by eliminating the double postage rule
under which the Postal Service re-
quires competitors of the Postal Serv-
ice to charge above market prices; to
the Committee on Governmental Af-
fairs.

f

DOUBLE POSTAGE RULE
ELIMINATION ACT

Mr. COVERDELL. Mr. President, I
am today introducing the Double Post-
age Rule Elimination Act of 1997. This
legislation will protect consumers by
eliminating the double postage rule
under which the Postal Service re-
quires its competitors to charge above
market prices.

We have in effect today laws known
as the Private Express Statutes or
PES. These laws make it generally un-
lawful for any person other than the
Postal Service to send or carry letters
over postal routes for compensation,
with some exceptions. Under the PES,
private delivery companies must set
their two-day delivery rates at twice
those of the Postal Service for simi-
larly sized items.

In addition, the PES gives the Postal
Service the right to impose fines on
businesses that use private delivery
companies to deliver time-sensitive
mail rather than using the Postal Serv-
ice. Current regulations permit a busi-
ness to choose a private carrier—such
as UPS, Federal Express, or others—if
the business feels that the message is
urgent. The catch is that the Postal
Service feels it alone can determine if
a message is truly urgent, not the
consumer.

Currently, the Postal Service charges
$3.00 per item for its Priority Mail,
which is advertised as reaching the re-
cipient in two days, though that isn’t
guaranteed. This means the lowest
price a private competitor can offer for
two-day delivery is $6.00. If the Postal
Service raised its rate by $1.00 to $4.00
an item, a private delivery company of-
fering $6.00 service would have no
choice but to impose a $2.00 increase,
to $8.00.

As you can see, the law gives the
Postal Service great power to control
the rates charged by its private com-
petitors and limit competition. Com-
bine that with the Postal Service’s
ability to second-guess a consumer’s
decision to use a private carrier and
you have a very uneven playing field.

The Postal Service has displayed a
willingness to use its governmental
powers for competitive advantage. In
1993 it was reported that the Postal
Service had audited corporations and
fined them as much as $500,000 in back
postage fees for using UPS and Federal
Express when the Postal Service in-
spectors thought those choices were
not warranted.

More recently, the Postal Service
spent over $200 million on an advertis-
ing campaign for Priority Mail. The
campaign was based on the Postal
Service’s lower price—$3.00 for Priority
Mail versus $6.00 for UPS and $8.00 for
Federal Express. Of course, the ads left
out the fact that the private companies
were prohibited by law from matching
the Postal Service price—or charging
anything less than $6.00 a letter.

Mr. President, the bill I am introduc-
ing today does one simple thing to
level the field of competition. It re-
places the double postage rule with a
‘‘two-dollar’’ rule. Under my bill, pri-
vate companies will be able to legally
charge any rate above $2.00 for their
second-day products. If they want to
match the Postal Service at $3.00, they
may. The law will no longer impose an
artificial ‘‘double postage’’ rule forcing
private companies to charge above
market rates.

This legislation will stop government
intrusions into private consumer deci-
sions and will increase competition in
the area of delivering urgent letters. I
urge support for the Double Postage
Rule Elimination Act of 1997.

By Mr. MOYNIHAN (for himself
and Mr. D’AMATO):

S. 1108. A bill to designate the Fed-
eral building located at 290 Broadway
in New York, New York, as the ‘‘Ron-
ald H. Brown Federal Building’’; to the
Committee on Environment and Public
Works.

f

THE RONALD H. BROWN FEDERAL
BUILDING DESIGNATION ACT OF
1997
Mr. MOYNIHAN. Mr. President, I rise

to introduce a bill to honor and re-
member a truly exceptional American,
Ronald H. Brown. The bill would des-
ignate the newly constructed Federal
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