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By Mr. MCCAIN (for himself, Mr.
CLELAND, Mrs. HUTCHISON, and Mr.
MURKOWSKI):

S. 127. A bill to give American companies,
American workers, and American ports the
opportunity to compete in the United States
cruise market; to the Committee on Com-
merce, Science, and Transportation.

By Mr. JOHNSON (for himself, Mr.
HAGEL, Mr. DASCHLE, Mr. FEINGOLD,
Mr. BINGAMAN, Mr. CONRAD, and Mr.
ROBERTS):

S. 128. A bill to amend the Federal Deposit
Insurance Act to require periodic cost of liv-
ing adjustments to the maximum amount of
deposit insurance available under that Act,
and for other purposes; to the Committee on
Banking, Housing, and Urban Affairs.

By Mr. CLELAND:

S. 129. A Dbill to amend title 38, United
States Code, to provide for the payment of a
monthly stipend to the surviving parents
(known as ‘‘Gold Star Parents’’) of members
of the Armed Forces who die during a period
of war; to the Committee on Veterans’ Af-
fairs.

By Mr. JOHNSON:

S. 130. A bill to amend the Agricultural
Market Transition Act to establish a flexible
fallow program under which a producer may
idle a portion of the total planted acreage of
the loan commodities of the producer in ex-
change for higher loan rates for marketing
assistance loans on the remaining acreage of
the producer; to the Committee on Agri-
culture, Nutrition, and Forestry.

By Mr. JOHNSON (for himself and Ms.
COLLINS):

S. 131. A bill to amend title 38, United
States Code, to modify the annual deter-
mination of the rate of the basic benefit of
active duty educational assistance under the
Montgomery GI Bill, and for other purposes;
to the Committee on Veterans’ Affairs.

By Mr. JOHNSON (for himself, Mr.
INOUYE, Mr. KENNEDY, Mr. BAUCUS,
Mr. REID, Mr. DORGAN, Mr. DASCHLE,
Ms. SNOWE, and Mr. CONRAD):

S. 132. A bill to amend the International
Revenue Code of 1986 to provide that housing
assistance provided under the Native Amer-
ican Housing Assistance and Self-Determina-
tion Act of 1996 be treated for purposes of the
low-income housing credit in the same man-
ner as comparable assistance; to the Com-
mittee on Finance.

By Mr. BAUCUS:

S. 133. A Dbill to amend the Internal Rev-
enue Code of 1986 to make permanent the ex-
clusion for employer-provided educational
assistance programs, and for other purposes;
to the Committee on Finance.

By Mrs. FEINSTEIN:

S. 134. A Dbill to ban the importation of
large capacity ammunition feeding devices;
to the Committee on the Judiciary.

By Mrs. FEINSTEIN (for herself, Mr.
JEFFORDS, Mr. COCHRAN, Mrs. BOXER,
and Ms. LANDRIEU):

S. 135. A Dbill to amend title XVIII of the
Social Security Act to improve payments for
direct graduate medical education under the
medicare program; to the Committee on Fi-
nance.

By Mr. GRAMM:

S. 136. A bill to amend the Omnibus Trade
and Competitiveness Act of 1988 to extend
trade negotiating and trade agreement im-
plementing authority; to the Committee on
Finance.

By Mr. GRAMM:

S. 137. A bill to authorize negotiation of
free trade agreements with countries of the
Americas, and for other purposes; to the
Committee on Finance.

By Mr. GRAMM:

S. 138. A bill to authorize negotiation for
the accession of Chile to the North American

CONGRESSIONAL RECORD — SENATE

Free Trade Agreement, and for other pur-
poses; to the Committee on Finance.

By Mr. BENNETT:

S. 139. A bill to assist in the preservation
of archaeological, paleontological, zoolog-
ical, geological, and botanical artifacts
through construction of a new facility for
the University of Utah Museum of Natural
History, Salt Lake City, Utah; to the Com-
mittee on Energy and Natural Resources.

By Mr. GRAMM:

S. 140. A bill to authorize negotiation for
the accession of United Kingdom to the
North American Free Trade Agreement, and
for other purposes; to the Committee on Fi-
nance.

By Mr. McCAIN (for himself, Mrs. MUR-
RAY, Mr. HOLLINGS, Mrs. HUTCHISON,
Mr. BINGAMAN, Mr. DOMENICI, and Mr.
BREAUX):

S. 141. A bill to provide for enhanced safe-
ty, public awareness, and environmental pro-
tection in pipeline transportation, and for
other purposes; to the Committee on Com-
merce, Science, and Transportation.

By Mr. JOHNSON (for himself, Mr.
GRASSLEY, Mr. THOMAS, and Mr.
DASCHLE):

S. 142. A bill to amend the Packers and
Stockyards Act, 1921, to make unlawful for a
packer to own, feed, or control livestock in-
tended for slaughter; to the Committee on
Agriculture, Nutrition, and Forestry.

By Mr. GRAMM (for himself, Mr. SCHU-
MER, Mr. HAGEL, Mr. ENzI, Mr. BEN-
NETT, Mr. BUNNING, Mr. BOND, Mr.
TORRICELLI, Mr. ALLARD, and Mr.
CRAPO):

S. 143. A bill to amend the Securities Act
of 1933 and the Securities Exchange Act of
1934, to reduce securities fees in excess of
those required to fund the operations of the
Securities and Exchange Commission, to ad-
just compensation provisions for employees
of the Commission, and for other purposes;
to the Committee on Banking, Housing, and
Urban Affairs.

By Mr. THURMOND:

S.J. Res. 1. A joint resolution proposing an
amendment to the Constitution of the
United States relating to voluntary school
prayer; to the Committee on the Judiciary.

By Mr. GRAMM:

S.J. Res. 2. A joint resolution to provide
for a Balanced Budget Constitutional
Amendment that prohibits the use of Social
Security surpluses to achieve compliance; to
the Committee on the Judiciary.

——————

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

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

By Mr. INOUYE:

S. Res. 11. A resolution expressing the
sense of the Senate reaffirming the cargo the
cargo preference policy of the United States;
to the Committee on Commerce, Science,
and Transportation.

By Mrs. BOXER (for herself and Mrs.
FEINSTEIN):

S. Res. 12. A resolution relative to the
death of Alan Cranston, former TUnited
States Senator for the State of California;
considered and agreed to.

By Mr. DASCHLE (for himself, Mr.
HARKIN, Mr. LEAHY, Mr. JOHNSON, Mr.
BAUCUS, Mr. ROCKEFELLER, Mr. KOHL,
Mr. SARBANES, Mr. WELLSTONE, Mr.
DORGAN, Mr. DURBIN, Mr. CONRAD,
Mr. KERRY, Mrs. CARNAHAN, Mr. DAY-
TON, Mr. KENNEDY, Ms. STABENOW,
and Mr. SCHUMER):

S. Res. 13. A resolution expressing the
sense of the Senate regarding the need for
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Congress to enact a new farm bill during the
1st session of the 107th Congress; to the Com-
mittee on Agriculture, Nutrition, and For-
estry.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. DASCHLE (for himself,
Mr. KENNEDY, Mr. DoODD, Mr.
BINGAMAN, Mrs. MURRAY, Mr.
WELLSTONE, Mr. DORGAN, Ms.
MIKULSKI, Mr. LEVIN, Mrs. CLIN-
TON, Mr. SCHUMER, Mr. ROCKE-
FELLER, Mr. JOHNSON, Mr.
CORZINE, Mr. BIDEN, Mr. KERRY,
and Mr. REED):

S. 6. A bill to amend the Public
Health Service Act, the Employee Re-
tirement Income Security Act of 1974,
and the Internal Revenue Code of 1986
to protect consumers in managed care
plans and other health coverage; to the
Committee on Health, Education,
Labor, and Pensions.

PATIENTS’ BILL OF RIGHTS ACT

Mr. DASCHLE. Mr. 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. 6

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 ‘‘Patients’ Bill of Rights Act’.

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

Sec. 1. Short title; table of contents.

TITLE I-IMPROVING MANAGED CARE
Subtitle A—Grievance and Appeals
101. Utilization review activities.

102. Internal appeals procedures.

103. External appeals procedures.

104. Establishment of a grievance proc-
ess.

Subtitle B—Access to Care

Consumer choice option.

Choice of health care professional.

Access to emergency care.

Access to specialty care.

Access to obstetrical and gyneco-
logical care.

Access to pediatric care.

Continuity of care.

Access to needed prescription
drugs.

Coverage for individuals partici-
pating in approved clinical
trials.

Subtitle C—Access to Information

Sec. 121. Patient access to information.

Subtitle D—Protecting the Doctor-Patient
Relationship

Sec. 131. Prohibition of interference with
certain medical communica-
tions.

Prohibition of discrimination
against providers based on li-
censure.

Prohibition against improper in-
centive arrangements.

Payment of claims.

Protection for patient advocacy.

Subtitle E—Definitions
Definitions.

Preemption; State flexibility; con-
struction.
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118.
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Sec. 1563. Exclusions.
Sec. 154. Coverage of limited scope plans.
Sec. 1565. Regulations.

TITLE II—APPLICATION OF QUALITY
CARE STANDARDS TO GROUP HEALTH
PLANS AND HEALTH INSURANCE COV-
ERAGE UNDER THE PUBLIC HEALTH
SERVICE ACT

Sec. 201. Application to group health plans
and group health insurance cov-
erage.

Sec. 202. Application to individual health in-
surance coverage.

TITLE III—AMENDMENTS TO THE EM-
PLOYEE RETIREMENT INCOME SECU-
RITY ACT OF 1974

Sec. 301. Application of patient protection
standards to group health plans
and group health insurance cov-
erage under the Employee Re-
tirement Income Security Act

of 1974.
Sec. 302. ERISA preemption not to apply to
certain actions involving

health insurance policyholders.
Sec. 303. Limitations on actions.
TITLE IV—APPLICATION TO GROUP
HEALTH PLANS UNDER THE INTERNAL
REVENUE CODE OF 1986

Sec. 401. Amendments to the Internal Rev-
enue Code of 1986.

TITLE V—EFFECTIVE DATES;
COORDINATION IN IMPLEMENTATION

Sec. 501. Effective dates.
Sec. 502. Coordination in implementation.

TITLE VI—-MISCELLANEOUS PROVISIONS

Sec. 601. Health care paperwork simplifica-
tion.

Sec. 602. No impact on social security trust
fund.

TITLE I—-IMPROVING MANAGED CARE

Subtitle A—Grievance and Appeals
SEC. 101. UTILIZATION REVIEW ACTIVITIES.

(a) COMPLIANCE WITH REQUIREMENTS.—

(1) IN GENERAL.—A group health plan, and
a health insurance issuer that provides
health insurance coverage, shall conduct uti-
lization review activities in connection with
the provision of benefits under such plan or
coverage only in accordance with a utiliza-
tion review program that meets the require-
ments of this section.

(2) USE OF OUTSIDE AGENTS.—Nothing in
this section shall be construed as preventing
a group health plan or health insurance
issuer from arranging through a contract or
otherwise for persons or entities to conduct
utilization review activities on behalf of the
plan or issuer, so long as such activities are
conducted in accordance with a utilization
review program that meets the requirements
of this section.

(3) UTILIZATION REVIEW DEFINED.—For pur-
poses of this section, the terms ‘‘utilization
review’’ and ‘‘utilization review activities”
mean procedures used to monitor or evaluate
the use or coverage, clinical necessity, ap-
propriateness, efficacy, or efficiency of
health care services, procedures or settings,
and includes prospective review, concurrent
review, second opinions, case management,
discharge planning, or retrospective review.

(b) WRITTEN POLICIES AND CRITERIA.—

(1) WRITTEN POLICIES.—A utilization review
program shall be conducted consistent with
written policies and procedures that govern
all aspects of the program.

(2) USE OF WRITTEN CRITERIA.—

(A) IN GENERAL.—Such a program shall uti-
lize written clinical review criteria devel-
oped with input from a range of appropriate
actively practicing health care professionals,
as determined by the plan, pursuant to the
program. Such criteria shall include written
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clinical review criteria that are based on
valid clinical evidence where available and
that are directed specifically at meeting the
needs of at-risk populations and covered in-
dividuals with chronic conditions or severe
illnesses, including gender-specific criteria
and pediatric-specific criteria where avail-
able and appropriate.

(B) CONTINUING USE OF STANDARDS IN RET-
ROSPECTIVE REVIEW.—If a health care service
has been specifically pre-authorized or ap-
proved for an enrollee under such a program,
the program shall not, pursuant to retro-
spective review, revise or modify the specific
standards, criteria, or procedures used for
the utilization review for procedures, treat-
ment, and services delivered to the enrollee
during the same course of treatment.

(C) REVIEW OF SAMPLE OF CLAIMS DENIALS.—
Such a program shall provide for an evalua-
tion of the clinical appropriateness of at
least a sample of denials of claims for bene-
fits.

(c) CONDUCT OF PROGRAM ACTIVITIES.—

(1) ADMINISTRATION BY HEALTH CARE PRO-
FESSIONALS.—A utilization review program
shall be administered by qualified health
care professionals who shall oversee review
decisions.

(2) USE OF QUALIFIED, INDEPENDENT PER-
SONNEL.—

(A) IN GENERAL.—A utilization review pro-
gram shall provide for the conduct of utiliza-
tion review activities only through personnel
who are qualified and have received appro-
priate training in the conduct of such activi-
ties under the program.

(B) PROHIBITION OF CONTINGENT COMPENSA-
TION ARRANGEMENTS.—Such a program shall
not, with respect to utilization review activi-
ties, permit or provide compensation or any-
thing of value to its employees, agents, or
contractors in a manner that encourages de-
nials of claims for benefits.

(C) PROHIBITION OF CONFLICTS.—Such a pro-
gram shall not permit a health care profes-
sional who is providing health care services
to an individual to perform utilization re-
view activities in connection with the health
care services being provided to the indi-
vidual.

(3) ACCESSIBILITY OF REVIEW.—Such a pro-
gram shall provide that appropriate per-
sonnel performing utilization review activi-
ties under the program, including the utili-
zation review administrator, are reasonably
accessible by toll-free telephone during nor-
mal business hours to discuss patient care
and allow response to telephone requests,
and that appropriate provision is made to re-
ceive and respond promptly to calls received
during other hours.

(4) LIMITS ON FREQUENCY.—Such a program
shall not provide for the performance of uti-
lization review activities with respect to a
class of services furnished to an individual
more frequently than is reasonably required
to assess whether the services under review
are medically necessary or appropriate.

(d) DEADLINE FOR DETERMINATIONS.—

(1) PRIOR AUTHORIZATION SERVICES.—

(A) IN GENERAL.—Except as provided in
paragraph (2), in the case of a utilization re-
view activity involving the prior authoriza-
tion of health care items and services for an
individual, the utilization review program
shall make a determination concerning such
authorization, and provide notice of the de-
termination to the individual or the individ-
ual’s designee and the individual’s health
care provider by telephone and in printed
form, as soon as possible in accordance with
the medical exigencies of the case, and in no
event later than the deadline specified in
subparagraph (B).

(B) DEADLINE.—

(i) IN GENERAL.—Subject to clauses (ii) and
(iii), the deadline specified in this subpara-
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graph is 14 days after the date of receipt of
the request for prior authorization.

(i) EXTENSION PERMITTED WHERE NOTICE OF
ADDITIONAL INFORMATION REQUIRED.—If a uti-
lization review program—

(I) receives a request for a prior authoriza-
tion;

(IT) determines that additional information
is necessary to complete the review and
make the determination on the request; and

(IIT) notifies the requester, not later than
five business days after the date of receiving
the request, of the need for such specified ad-
ditional information,
the deadline specified in this subparagraph is
14 days after the date the program receives
the specified additional information, but in
no case later than 28 days after the date of
receipt of the request for the prior authoriza-
tion. This clause shall not apply if the dead-
line is specified in clause (iii).

(iii) EXPEDITED CASES.—In the case of a sit-
uation described in section 102(c)(1)(A), the
deadline specified in this subparagraph is 72
hours after the time of the request for prior
authorization.

(2) ONGOING CARE.—

(A) CONCURRENT REVIEW.—

(i) IN GENERAL.—Subject to subparagraph
(B), in the case of a concurrent review of on-
going care (including hospitalization), which
results in a termination or reduction of such
care, the plan must provide by telephone and
in printed form notice of the concurrent re-
view determination to the individual or the
individual’s designee and the individual’s
health care provider as soon as possible in
accordance with the medical exigencies of
the case, with sufficient time prior to the
termination or reduction to allow for an ap-
peal under section 102(c)(1)(A) to be com-
pleted before the termination or reduction
takes effect.

(ii) CONTENTS OF NOTICE.—Such notice shall
include, with respect to ongoing health care
items and services, the number of ongoing
services approved, the new total of approved
services, the date of onset of services, and
the next review date, if any, as well as a
statement of the individual’s rights to fur-
ther appeal.

(B) EXCEPTION.—Subparagraph (A) shall
not be interpreted as requiring plans or
issuers to provide coverage of care that
would exceed the coverage limitations for
such care.

(3) PREVIOUSLY PROVIDED SERVICES.—In the
case of a utilization review activity involv-
ing retrospective review of health care serv-
ices previously provided for an individual,
the utilization review program shall make a
determination concerning such services, and
provide notice of the determination to the
individual or the individual’s designee and
the individual’s health care provider by tele-
phone and in printed form, within 30 days of
the date of receipt of information that is rea-
sonably necessary to make such determina-
tion, but in no case later than 60 days after
the date of receipt of the claim for benefits.

(4) FAILURE TO MEET DEADLINE.—In a case
in which a group health plan or health insur-
ance issuer fails to make a determination on
a claim for benefit under paragraph (1),
(2)(A), or (3) by the applicable deadline estab-
lished under the respective paragraph, the
failure shall be treated under this subtitle as
a denial of the claim as of the date of the
deadline.

(5) REFERENCE TO SPECIAL RULES FOR EMER-
GENCY SERVICES, MAINTENANCE CARE, AND
POST-STABILIZATION CARE.—For waiver of
prior authorization requirements in certain
cases involving emergency services and
maintenance care and post-stabilization
care, see subsections (a)(1) and (b) of section
113, respectively.
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(e) NOTICE OF DENIALS OF CLAIMS FOR BENE-
FITS.—

(1) IN GENERAL.—Notice of a denial of
claims for benefits under a utilization review
program shall be provided in printed form
and written in a manner calculated to be un-
derstood by the participant, beneficiary, or
enrollee and shall include—

(A) the reasons for the denial (including
the clinical rationale);

(B) instructions on how to initiate an ap-
peal under section 102; and

(C) notice of the availability, upon request
of the individual (or the individual’s des-
ignee) of the clinical review criteria relied
upon to make such denial.

(2) SPECIFICATION OF ANY ADDITIONAL INFOR-
MATION.—Such a notice shall also specify
what (if any) additional necessary informa-
tion must be provided to, or obtained by, the
person making the denial in order to make a
decision on such an appeal.

(f) CLAIM FOR BENEFITS AND DENIAL OF
CLAIM FOR BENEFITS DEFINED.—For purposes
of this subtitle:

(1) CLAIM FOR BENEFITS.—The term ‘‘claim
for benefits’’ means any request for coverage
(including authorization of coverage), for eli-
gibility, or for payment in whole or in part,
for an item or service under a group health
plan or health insurance coverage.

(2) DENIAL OF CLAIM FOR BENEFITS.—The
term ‘‘denial” means, with respect to a
claim for benefits, a denial, or a failure to
act on a timely basis upon, in whole or in
part, the claim for benefits and includes a
failure to provide benefits (including items
and services) required to be provided under
this title.

SEC. 102. INTERNAL APPEALS PROCEDURES.

(a) RIGHT OF REVIEW.—

(1) IN GENERAL.—Each group health plan,
and each health insurance issuer offering
health insurance coverage—

(A) shall provide adequate notice in writ-
ing to any participant or beneficiary under
such plan, or enrollee under such coverage,
whose claim for benefits under the plan or
coverage has been denied (within the mean-
ing of section 101(f)(2)), setting forth the spe-
cific reasons for such denial of claim for ben-
efits and rights to any further review or ap-
peal, written in a manner calculated to be
understood by the participant, beneficiary,
or enrollee; and

(B) shall afford such a participant, bene-
ficiary, or enrollee (and any provider or
other person acting on behalf of such an indi-
vidual with the individual’s consent or with-
out such consent if the individual is medi-
cally unable to provide such consent) who is
dissatisfied with such a denial of claim for
benefits a reasonable opportunity (of not less
than 180 days) to request and obtain a full
and fair review by a named fiduciary (with
respect to such plan) or named appropriate
individual (with respect to such coverage) of
the decision denying the claim.

(2) TREATMENT OF ORAL REQUESTS.—The re-
quest for review under paragraph (1)(B) may
be made orally, but, in the case of an oral re-
quest, shall be followed by a request in writ-
ing.

(b) INTERNAL REVIEW PROCESS.—

(1) CONDUCT OF REVIEW.—

(A) IN GENERAL.—A review of a denial of
claim under this section shall be made by an
individual who—

(i) in a case involving medical judgment,
shall be a physician or, in the case of limited
scope coverage (as defined in subparagraph
(B)), shall be an appropriate specialist;

(ii) has been selected by the plan or issuer;
and

(iii) did not make the initial denial in the
internally appealable decision.

(B) LIMITED SCOPE COVERAGE DEFINED.—For
purposes of subparagraph (A), the term ‘‘lim-
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ited scope coverage’ means a group health
plan or health insurance coverage the only
benefits under which are for benefits de-
scribed in section 2791(c)(2)(A) of the Public
Health Service Act (42 U.S.C. 300gg-91(c)(2)).

(2) TIME LIMITS FOR INTERNAL REVIEWS.—

(A) IN GENERAL.—Having received such a
request for review of a denial of claim, the
plan or issuer shall, in accordance with the
medical exigencies of the case but not later
than the deadline specified in subparagraph
(B), complete the review on the denial and
transmit to the participant, beneficiary, en-
rollee, or other person involved a decision
that affirms, reverses, or modifies the denial.
If the decision does not reverse the denial,
the plan or issuer shall transmit, in printed
form, a notice that sets forth the grounds for
such decision and that includes a description
of rights to any further appeal. Such deci-
sion shall be treated as the final decision of
the plan. Failure to issue such a decision by
such deadline shall be treated as a final deci-
sion affirming the denial of claim.

(B) DEADLINE.—

(i) IN GENERAL.—Subject to clauses (ii) and
(iii), the deadline specified in this subpara-
graph is 14 days after the date of receipt of
the request for internal review.

(ii) EXTENSION PERMITTED WHERE NOTICE OF
ADDITIONAL INFORMATION REQUIRED.—If a
group health plan or health insurance
issuer—

(I) receives a request for internal review;

(IT) determines that additional information
is necessary to complete the review and
make the determination on the request; and

(ITII) notifies the requester, not later than
five business days after the date of receiving
the request, of the need for such specified ad-
ditional information,
the deadline specified in this subparagraph is
14 days after the date the plan or issuer re-
ceives the specified additional information,
but in no case later than 28 days after the
date of receipt of the request for the internal
review. This clause shall not apply if the
deadline is specified in clause (iii).

(iii) EXPEDITED CASES.—In the case of a sit-
uation described in subsection (c)(1)(A), the
deadline specified in this subparagraph is 72
hours after the time of the request for re-
view.

(¢) EXPEDITED REVIEW PROCESS.—

(1) IN GENERAL.—A group health plan, and
a health insurance issuer, shall establish
procedures in writing for the expedited con-
sideration of requests for review under sub-
section (b) in situations—

(A) in which the application of the normal
timeframe for making a determination could
seriously jeopardize the life or health of the
participant, beneficiary, or enrollee or such
an individual’s ability to regain maximum
function; or

(B) described in section 101(d)(2) (relating
to requests for continuation of ongoing care
which would otherwise be reduced or termi-
nated).

(2) PROCESS.—Under such procedures—

(A) the request for expedited review may
be submitted orally or in writing by an indi-
vidual or provider who is otherwise entitled
to request the review;

(B) all necessary information, including
the plan’s or issuer’s decision, shall be trans-
mitted between the plan or issuer and the re-
quester by telephone, facsimile, or other
similarly expeditious available method; and

(C) the plan or issuer shall expedite the re-
view in the case of any of the situations de-
scribed in subparagraph (A) or (B) of para-
graph (1).

(3) DEADLINE FOR DECISION.—The decision
on the expedited review must be made and
communicated to the parties as soon as pos-
sible in accordance with the medical exigen-
cies of the case, and in no event later than 72
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hours after the time of receipt of the request
for expedited review, except that in a case
described in paragraph (1)(B), the decision
must be made before the end of the approved
period of care.

(d) WAIVER OF PROCESS.—A plan or issuer
may waive its rights for an internal review
under subsection (b). In such case the partic-
ipant, beneficiary, or enrollee involved (and
any designee or provider involved) shall be
relieved of any obligation to complete the
review involved and may, at the option of
such participant, beneficiary, enrollee, des-
ignee, or provider, proceed directly to seek
further appeal through any applicable exter-
nal appeals process.

SEC. 103. EXTERNAL APPEALS PROCEDURES.

(a) RIGHT TO EXTERNAL APPEAL.—

(1) IN GENERAL.—A group health plan, and
a health insurance issuer offering health in-
surance coverage, shall provide for an exter-
nal appeals process that meets the require-
ments of this section in the case of an exter-
nally appealable decision described in para-
graph (2), for which a timely appeal is made
either by the plan or issuer or by the partici-
pant, beneficiary, or enrollee (and any pro-
vider or other person acting on behalf of
such an individual with the individual’s con-
sent or without such consent if such an indi-
vidual is medically unable to provide such
consent). The appropriate Secretary shall es-
tablish standards to carry out such require-
ments.

(2) EXTERNALLY APPEALABLE DECISION DE-
FINED.—

(A) IN GENERAL.—For purposes of this sec-
tion, the term ‘‘externally appealable deci-
sion” means a denial of claim for benefits (as
defined in section 101(f)(2))—

(i) that is based in whole or in part on a de-
cision that the item or service is not medi-
cally necessary or appropriate or is inves-
tigational or experimental; or

(ii) in which the decision as to whether a
benefit is covered involves a medical judg-
ment.

(B) INCLUSION.—Such term also includes a
failure to meet an applicable deadline for in-
ternal review under section 102.

(C) EXCLUSIONS.—Such term does not in-
clude—

(i) specific exclusions or express limita-
tions on the amount, duration, or scope of
coverage that do not involve medical judg-
ment; or

(ii) a decision regarding whether an indi-
vidual is a participant, beneficiary, or en-
rollee under the plan or coverage.

(3) EXHAUSTION OF INTERNAL REVIEW PROC-
Ess.—Except as provided under section
102(d), a plan or issuer may condition the use
of an external appeal process in the case of
an externally appealable decision upon a
final decision in an internal review under
section 102, but only if the decision is made
in a timely basis consistent with the dead-
lines provided under this subtitle.

(4) FILING FEE REQUIREMENT.—

(A) IN GENERAL.—Subject to subparagraph
(B), a plan or issuer may condition the use of
an external appeal process upon payment to
the plan or issuer of a filing fee that does not
exceed $25.

(B) EXCEPTION FOR INDIGENCY.—The plan or
issuer may not require payment of the filing
fee in the case of an individual participant,
beneficiary, or enrollee who certifies (in a
form and manner specified in guidelines es-
tablished by the Secretary of Health and
Human Services) that the individual is indi-
gent (as defined in such guidelines).

(C) REFUNDING FEE IN CASE OF SUCCESSFUL
APPEALS.—The plan or issuer shall refund
payment of the filing fee under this para-
graph if the recommendation of the external
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appeal entity is to reverse or modify the de-
nial of a claim for benefits which is the sub-
ject of the appeal.

(b) GENERAL ELEMENTS OF EXTERNAL AP-
PEALS PROCESS.—

(1) CONTRACT WITH QUALIFIED EXTERNAL AP-
PEAL ENTITY.—

(A) CONTRACT REQUIREMENT.—Except as
provided in subparagraph (D), the external
appeal process under this section of a plan or
issuer shall be conducted under a contract
between the plan or issuer and one or more
qualified external appeal entities (as defined
in subsection (c¢)).

(B) LIMITATION ON PLAN OR ISSUER SELEC-
TION.—

(i) IN GENERAL.—The applicable authority
shall implement procedures—

(I) to assure that the selection process
among qualified external appeal entities will
not create any incentives for external appeal
entities to make a decision in a biased man-
ner; and

(IT) for auditing a sample of decisions by
such entities to assure that no such deci-
sions are made in a biased manner.

(ii) LIMITATION ON ABILITY TO INFLUENCE SE-
LECTION.—No selection process established
by the applicable authority under this sub-
section shall provide the participant, bene-
ficiary, or enrollee or the plan or issuer with
the ability to determine or influence the se-
lection of a qualified external appeal entity
to review the appeal of the participant, bene-
ficiary, or enrollee.

(C) OTHER TERMS AND CONDITIONS.—The
terms and conditions of a contract under
this paragraph shall be consistent with the
standards the appropriate Secretary shall es-
tablish to assure there is no real or apparent
conflict of interest in the conduct of external
appeal activities. Such contract shall pro-
vide that all costs of the process (except
those incurred by the participant, bene-
ficiary, enrollee, or treating professional in
support of the appeal) shall be paid by the
plan or issuer, and not by the participant,
beneficiary, or enrollee. The previous sen-
tence shall not be construed as applying to
the imposition of a filing fee under sub-
section (a)(4).

(D) STATE AUTHORITY WITH RESPECT QUALI-
FIED EXTERNAL APPEAL ENTITY FOR HEALTH
INSURANCE ISSUERS.—With respect to health
insurance issuers offering health insurance
coverage in a State, the State may provide
for external review activities to be con-
ducted by a qualified external appeal entity
that is designated by the State or that is se-
lected by the State in a manner determined
by the State to assure an unbiased deter-
mination.

(2) ELEMENTS OF PROCESS.—An external ap-
peal process shall be conducted consistent
with standards established by the appro-
priate Secretary that include at least the
following:

(A) FAIR AND DE NOVO DETERMINATION.—The
process shall provide for a fair, de novo de-
termination. However, nothing in this para-
graph shall be construed as providing for
coverage of items and services for which ben-
efits are specifically excluded under the plan
or coverage.

(B) STANDARD OF REVIEW.—An external ap-
peal entity shall determine whether the
plan’s or issuer’s decision is in accordance
with the medical needs of the patient in-
volved (as determined by the entity) taking
into account, as of the time of the entity’s
determination, the patient’s medical condi-
tion and any relevant and reliable evidence
the entity obtains under subparagraph (D). If
the entity determines the decision is in ac-
cordance with such needs, the entity shall
affirm the decision and to the extent that
the entity determines the decision is not in
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accordance with such needs, the entity shall
reverse or modify the decision.

(C) CONSIDERATION OF PLAN OR COVERAGE
DEFINITIONS.—In making such determination,
the external appeal entity shall consider (but
not be bound by) any language in the plan or
coverage document relating to the defini-
tions of the terms medical necessity, medi-
cally necessary or appropriate, or experi-
mental, investigational, or related terms.

(D) EVIDENCE.—

(i) IN GENERAL.—An external appeal entity
shall include, among the evidence taken into
consideration—

(I) the decision made by the plan or issuer
upon internal review under section 102 and
any guidelines or standards used by the plan
or issuer in reaching such decision;

(IT) any personal health and medical infor-
mation supplied with respect to the indi-
vidual whose denial of claim for benefits has
been appealed; and

(III) the opinion of the individual’s treat-
ing physician or health care professional.

(ii) ADDITIONAL EVIDENCE.—Such entity
may also take into consideration but not be
limited to the following evidence (to the ex-
tent available):

(I) The results of studies that meet profes-
sionally recognized standards of validity and
replicability or that have been published in
peer-reviewed journals.

(IT) The results of professional consensus
conferences conducted or financed in whole
or in part by one or more Government agen-
cies.

(ITI) Practice and treatment guidelines
prepared or financed in whole or in part by
Government agencies.

(IV) Government-issued
treatment policies.

(V) Community standard of care and gen-
erally accepted principles of professional
medical practice.

(VI) To the extent that the entity deter-
mines it to be free of any conflict of interest,
the opinions of individuals who are qualified
as experts in one or more fields of health
care which are directly related to the mat-
ters under appeal.

(VII) To the extent that the entity deter-
mines it to be free of any conflict of interest,
the results of peer reviews conducted by the
plan or issuer involved.

(E) DETERMINATION CONCERNING EXTER-
NALLY APPEALABLE DECISIONS.—A qualified
external appeal entity shall determine—

(i) whether a denial of claim for benefits is
an externally appealable decision (within the
meaning of subsection (a)(2));

(ii) whether an externally appealable deci-
sion involves an expedited appeal; and

(iii) for purposes of initiating an external
review, whether the internal review process
has been completed.

(F) OPPORTUNITY TO SUBMIT EVIDENCE.—
Each party to an externally appealable deci-
sion may submit evidence related to the
issues in dispute.

(G) PROVISION OF INFORMATION.—The plan
or issuer involved shall provide timely ac-
cess to the external appeal entity to infor-
mation and to provisions of the plan or
health insurance coverage relating to the
matter of the externally appealable decision,
as determined by the entity.

(H) TIMELY DECISIONS.—A determination by
the external appeal entity on the decision
shall—

(i) be made orally or in writing and, if it is
made orally, shall be supplied to the parties
in writing as soon as possible;

(ii) be made in accordance with the med-
ical exigencies of the case involved, but in no
event later than 21 days after the date (or, in
the case of an expedited appeal, 72 hours
after the time) of requesting an external ap-
peal of the decision;
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(iii) state, in layperson’s language, the
basis for the determination, including, if rel-
evant, any basis in the terms or conditions
of the plan or coverage; and

(iv) inform the participant, beneficiary, or
enrollee of the individual’s rights (including
any limitation on such rights) to seek fur-
ther review by the courts (or other process)
of the external appeal determination.

(I) COMPLIANCE WITH DETERMINATION.—If
the external appeal entity reverses or modi-
fies the denial of a claim for benefits, the
plan or issuer shall—

(i) upon the receipt of the determination,
authorize benefits in accordance with such
determination;

(ii) take such actions as may be necessary
to provide benefits (including items or serv-
ices) in a timely manner consistent with
such determination; and

(iii) submit information to the entity docu-
menting compliance with the entity’s deter-
mination and this subparagraph.

(¢) QUALIFICATIONS OF EXTERNAL APPEAL
ENTITIES.—

(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘‘qualified external appeal en-
tity”’ means, in relation to a plan or issuer,
an entity that is certified under paragraph
(2) as meeting the following requirements:

(A) The entity meets the independence re-
quirements of paragraph (3).

(B) The entity conducts external appeal ac-
tivities through a panel of not fewer than
three clinical peers.

(C) The entity has sufficient medical,
legal, and other expertise and sufficient
staffing to conduct external appeal activities
for the plan or issuer on a timely basis con-
sistent with subsection (b)(2)(G).

(D) The entity meets such other require-
ments as the appropriate Secretary may im-
pose.

(2) INITIAL CERTIFICATION OF EXTERNAL AP-
PEAL ENTITIES.—

(A) IN GENERAL.—In order to be treated as
a qualified external appeal entity with re-
spect to—

(i) a group health plan, the entity must be
certified (and, in accordance with subpara-
graph (B), periodically recertified) as meet-
ing the requirements of paragraph (1)—

(I) by the Secretary of Labor;

(IT) under a process recognized or approved
by the Secretary of Labor; or

(IIT) to the extent provided in subpara-
graph (C)(i), by a qualified private standard-
setting organization (certified under such
subparagraph); or

(ii) a health insurance issuer operating in a
State, the entity must be certified (and, in
accordance with subparagraph (B), periodi-
cally recertified) as meeting such require-
ments—

(I) by the applicable State authority (or
under a process recognized or approved by
such authority); or

(IT) if the State has not established a cer-
tification and recertification process for
such entities, by the Secretary of Health and
Human Services, under a process recognized
or approved by such Secretary, or to the ex-
tent provided in subparagraph (C)(ii), by a
qualified private standard-setting organiza-
tion (certified under such subparagraph).

(B) RECERTIFICATION PROCESS.—The appro-
priate Secretary shall develop standards for
the recertification of external appeal enti-
ties. Such standards shall include a review
of—

(i) the number of cases reviewed;

(ii) a summary of the disposition of those
cases;

(iii) the length of time in making deter-
minations on those cases;
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(iv) updated information of what was re-
quired to be submitted as a condition of cer-
tification for the entity’s performance of ex-
ternal appeal activities; and

(v) such information as may be necessary
to assure the independence of the entity
from the plans or issuers for which external
appeal activities are being conducted.

(C) CERTIFICATION OF QUALIFIED PRIVATE
STANDARD-SETTING ORGANIZATIONS.—

(i) FOR EXTERNAL REVIEWS UNDER GROUP
HEALTH PLANS.—For purposes of subpara-
graph (A)(A)(III), the Secretary of Labor may
provide for a process for certification (and
periodic recertification) of qualified private
standard-setting organizations which provide
for certification of external review entities.
Such an organization shall only be certified
if the organization does not certify an exter-
nal review entity unless it meets standards
required for certification of such an entity
by such Secretary under subparagraph
(A)DD).

(i) FOR EXTERNAL REVIEWS OF HEALTH IN-
SURANCE ISSUERS.—For purposes of subpara-
graph (A)(ii)(II), the Secretary of Health and
Human Services may provide for a process
for certification (and periodic recertifi-
cation) of qualified private standard-setting
organizations which provide for certification
of external review entities. Such an organi-
zation shall only be certified if the organiza-
tion does not certify an external review enti-
ty unless it meets standards required for cer-
tification of such an entity by such Sec-
retary under subparagraph (A)({ii)II).

(D) REQUIREMENT OF SUFFICIENT NUMBER OF
CERTIFIED ENTITIES.—The appropriate Sec-
retary shall certify and recertify a sufficient
number of external appeal entities under this
paragraph to ensure the timely and efficient
provision of external review services.

(3) INDEPENDENCE REQUIREMENTS.—

(A) IN GENERAL.—A clinical peer or other
entity meets the independence requirements
of this paragraph if—

(i) the peer or entity does not have a famil-
ial, financial, or professional relationship
with any related party;

(i) any compensation received by such
peer or entity in connection with the exter-
nal review is reasonable and not contingent
on any decision rendered by the peer or enti-
ty;

(iii) except as provided in paragraph (4),
the plan and the issuer have no recourse
against the peer or entity in connection with
the external review; and

(iv) the peer or entity does not otherwise
have a conflict of interest with a related
party as determined under any regulations
which the Secretary may prescribe.

(B) RELATED PARTY.—For purposes of this
paragraph, the term ‘‘related party’” means—

(i) with respect to—

(I) a group health plan or health insurance
coverage offered in connection with such a
plan, the plan or the health insurance issuer
offering such coverage; or

(IT) individual health insurance coverage,
the health insurance issuer offering such
coverage,
or any plan sponsor, fiduciary, officer, direc-
tor, or management employee of such plan or
issuer;

(ii) the health care professional that pro-
vided the health care involved in the cov-
erage decision;

(iii) the institution at which the health
care involved in the coverage decision is pro-
vided;

(iv) the manufacturer of any drug or other
item that was included in the health care in-
volved in the coverage decision; or

(v) any other party determined under any
regulations which the Secretary may pre-
scribe to have a substantial interest in the
coverage decision.
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(4) LIMITATION ON LIABILITY OF REVIEW-
ERS.—No qualified external appeal entity
having a contract with a plan or issuer under
this part and no person who is employed by
any such entity or who furnishes profes-
sional services to such entity, shall be held
by reason of the performance of any duty,
function, or activity required or authorized
pursuant to this section, to have violated
any criminal law, or to be civilly liable
under any law of the United States or of any
State (or political subdivision thereof) if due
care was exercised in the performance of
such duty, function, or activity and there
was no actual malice or gross misconduct in
the performance of such duty, function, or
activity.

(d) EXTERNAL APPEAL DETERMINATION
BINDING ON PLAN.—The determination by an
external appeal entity under this section is
binding on the plan and issuer involved in
the determination.

(e) PENALTIES AGAINST AUTHORIZED OFFI-
CIALS FOR REFUSING TO AUTHORIZE THE DE-
TERMINATION OF AN EXTERNAL REVIEW ENTI-
TY.—

(1) MONETARY PENALTIES.—In any case in
which the determination of an external re-
view entity is not followed by a group health
plan, or by a health insurance issuer offering
health insurance coverage, any person who,
acting in the capacity of authorizing the
benefit, causes such refusal may, in the dis-
cretion in a court of competent jurisdiction,
be liable to an aggrieved participant, bene-
ficiary, or enrollee for a civil penalty in an
amount of up to $1,000 a day from the date on
which the determination was transmitted to
the plan or issuer by the external review en-
tity until the date the refusal to provide the
benefit is corrected.

(2) CEASE AND DESIST ORDER AND ORDER OF
ATTORNEY’S FEES.—In any action described in
paragraph (1) brought by a participant, bene-
ficiary, or enrollee with respect to a group
health plan, or a health insurance issuer of-
fering health insurance coverage, in which a
plaintiff alleges that a person referred to in
such paragraph has taken an action result-
ing in a refusal of a benefit determined by an
external appeal entity in violation of such
terms of the plan, coverage, or this subtitle,
or has failed to take an action for which
such person is responsible under the plan,
coverage, or this title and which is necessary
under the plan or coverage for authorizing a
benefit, the court shall cause to be served on
the defendant an order requiring the defend-
ant—

(A) to cease and desist from the alleged ac-
tion or failure to act; and

(B) to pay to the plaintiff a reasonable at-
torney’s fee and other reasonable costs relat-
ing to the prosecution of the action on the
charges on which the plaintiff prevails.

(3) ADDITIONAL CIVIL PENALTIES.—

(A) IN GENERAL.—In addition to any pen-
alty imposed under paragraph (1) or (2), the
appropriate Secretary may assess a civil
penalty against a person acting in the capac-
ity of authorizing a benefit determined by an
external review entity for one or more group
health plans, or health insurance issuers of-
fering health insurance coverage, for—

(i) any pattern or practice of repeated re-
fusal to authorize a benefit determined by an
external appeal entity in violation of the
terms of such a plan, coverage, or this title;
or

(ii) any pattern or practice of repeated vio-
lations of the requirements of this section
with respect to such plan or plans or cov-
erage.

(B) STANDARD OF PROOF AND AMOUNT OF
PENALTY.—Such penalty shall be payable
only upon proof by clear and convincing evi-
dence of such pattern or practice and shall
be in an amount not to exceed the lesser of—
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(i) 25 percent of the aggregate value of ben-
efits shown by the appropriate Secretary to
have not been provided, or unlawfully de-
layed, in violation of this section under such
pattern or practice; or

(ii) $500,000.

(4) REMOVAL AND DISQUALIFICATION.—ANY
person acting in the capacity of authorizing
benefits who has engaged in any such pat-
tern or practice described in paragraph (3)(A)
with respect to a plan or coverage, upon the
petition of the appropriate Secretary, may
be removed by the court from such position,
and from any other involvement, with re-
spect to such a plan or coverage, and may be
precluded from returning to any such posi-
tion or involvement for a period determined
by the court.

(f) PROTECTION OF LEGAL RIGHTS.—Nothing
in this subtitle shall be construed as altering
or eliminating any cause of action or legal
rights or remedies of participants, bene-
ficiaries, enrollees, and others under State or
Federal law (including sections 502 and 503 of
the Employee Retirement Income Security
Act of 1974), including the right to file judi-
cial actions to enforce rights.

SEC. 104. ESTABLISHMENT OF A GRIEVANCE
PROCESS.

(a) ESTABLISHMENT OF GRIEVANCE SYS-
TEM.—

(1) IN GENERAL.—A group health plan, and
a health insurance issuer in connection with
the provision of health insurance coverage,
shall establish and maintain a system to pro-
vide for the presentation and resolution of
oral and written grievances brought by indi-
viduals who are participants, beneficiaries,
or enrollees, or health care providers or
other individuals acting on behalf of an indi-
vidual and with the individual’s consent or
without such consent if the individual is
medically unable to provide such consent,
regarding any aspect of the plan’s or issuer’s
services.

(2) GRIEVANCE DEFINED.—In this section,
the term ‘‘grievance’” means any question,
complaint, or concern brought by a partici-
pant, beneficiary or enrollee that is not a
claim for benefits (as defined in section
101(H)(1)).

(b) GRIEVANCE SYSTEM.—Such system shall
include the following components with re-
spect to individuals who are participants,
beneficiaries, or enrollees:

(1) Written notification to all such individ-
uals and providers of the telephone numbers
and business addresses of the plan or issuer
personnel responsible for resolution of griev-
ances and appeals.

(2) A system to record and document, over
a period of at least three previous years, all
grievances and appeals made and their sta-
tus.

(3) A process providing for timely proc-
essing and resolution of grievances.

(4) Procedures for follow-up action, includ-
ing the methods to inform the person mak-
ing the grievance of the resolution of the
grievance.

Grievances are not subject to appeal under

the previous provisions of this subtitle.
Subtitle B—Access to Care

SEC. 111. CONSUMER CHOICE OPTION.

(a) IN GENERAL.—If—

(1) a health insurance issuer providing
health insurance coverage in connection
with a group health plan offers to enrollees
health insurance coverage which provides for
coverage of services only if such services are
furnished through health care professionals
and providers who are members of a network
of health care professionals and providers
who have entered into a contract with the
issuer to provide such services, or

(2) a group health plan offers to partici-
pants or beneficiaries health benefits which
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provide for coverage of services only if such
services are furnished through health care
professionals and providers who are members
of a network of health care professionals and
providers who have entered into a contract
with the plan to provide such services,

then the issuer or plan shall also offer or ar-
range to be offered to such enrollees, partici-
pants, or beneficiaries (at the time of enroll-
ment and during an annual open season as
provided under subsection (c)) the option of
health insurance coverage or health benefits
which provide for coverage of such services
which are not furnished through health care
professionals and providers who are members
of such a network unless such enrollees, par-
ticipants, or beneficiaries are offered such
non-network coverage through another
group health plan or through another health
insurance issuer in the group market.

(b) ADDITIONAL COSTS.—The amount of any
additional premium charged by the health
insurance issuer or group health plan for the
additional cost of the creation and mainte-
nance of the option described in subsection
(a) and the amount of any additional cost
sharing imposed under such option shall be
borne by the enrollee, participant, or bene-
ficiary unless it is paid by the health plan
sponsor or group health plan through agree-
ment with the health insurance issuer.

(c) OPEN SEASON.—An enrollee, participant,
or beneficiary, may change to the offering
provided under this section only during a
time period determined by the health insur-
ance issuer or group health plan. Such time
period shall occur at least annually.

SEC. 112. CHOICE OF HEALTH CARE PROFES-
SIONAL.

(a) PRIMARY CARE.—If a group health plan,
or a health insurance issuer that offers
health insurance coverage, requires or pro-
vides for designation by a participant, bene-
ficiary, or enrollee of a participating pri-
mary care provider, then the plan or issuer
shall permit each participant, beneficiary,
and enrollee to designate any participating
primary care provider who is available to ac-
cept such individual.

(b) SPECIALISTS.—

(1) IN GENERAL.—Subject to paragraph (2), a
group health plan and a health insurance
issuer that offers health insurance coverage
shall permit each participant, beneficiary, or
enrollee to receive medically necessary or
appropriate specialty care, pursuant to ap-
propriate referral procedures, from any
qualified participating health care profes-
sional who is available to accept such indi-
vidual for such care.

(2) LIMITATION.—Paragraph (1) shall not
apply to specialty care if the plan or issuer
clearly informs participants, beneficiaries,
and enrollees of the limitations on choice of
participating health care professionals with
respect to such care.

(3) CONSTRUCTION.—Nothing in this sub-
section shall be construed as affecting the
application of section 114 (relating to access
to specialty care).

SEC. 113. ACCESS TO EMERGENCY CARE.

(a) COVERAGE OF EMERGENCY SERVICES.—

(1) IN GENERAL.—If a group health plan, or
health insurance coverage offered by a
health insurance issuer, provides any bene-
fits with respect to services in an emergency
department of a hospital, the plan or issuer
shall cover emergency services (as defined in
paragraph (2)(B))—

(A) without the need for any prior author-
ization determination;

(B) whether or not the health care provider
furnishing such services is a participating
provider with respect to such services;

(C) in a manner so that, if such services are
provided to a participant, beneficiary, or en-
rollee—
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(i) by a nonparticipating health care pro-
vider with or without prior authorization; or

(ii) by a participating health care provider
without prior authorization,
the participant, beneficiary, or enrollee is
not liable for amounts that exceed the
amounts of liability that would be incurred
if the services were provided by a partici-
pating health care provider with prior au-
thorization; and

(D) without regard to any other term or
condition of such coverage (other than exclu-
sion or coordination of benefits, or an affili-
ation or waiting period, permitted under sec-
tion 2701 of the Public Health Service Act,
section 701 of the Employee Retirement In-
come Security Act of 1974, or section 9801 of
the Internal Revenue Code of 1986, and other
than applicable cost-sharing).

(2) DEFINITIONS.—In this section:

(A) EMERGENCY MEDICAL CONDITION BASED
ON PRUDENT LAYPERSON STANDARD.—The term
‘“‘emergency medical condition” means a
medical condition manifesting itself by
acute symptoms of sufficient severity (in-
cluding severe pain) such that a prudent
layperson, who possesses an average Knowl-
edge of health and medicine, could reason-
ably expect the absence of immediate med-
ical attention to result in a condition de-
scribed in clause (i), (ii), or (iii) of section
1867(e)(1)(A) of the Social Security Act.

(B) EMERGENCY SERVICES.—The
‘‘emergency services’’ means—

(i) a medical screening examination (as re-
quired under section 1867 of the Social Secu-
rity Act) that is within the capability of the
emergency department of a hospital, includ-
ing ancillary services routinely available to
the emergency department to evaluate an
emergency medical condition (as defined in
subparagraph (A)); and

(ii) within the capabilities of the staff and
facilities available at the hospital, such fur-
ther medical examination and treatment as
are required under section 1867 of such Act to
stabilize the patient.

(C) STABILIZE.—The term ‘‘to stabilize”’
means, with respect to an emergency med-
ical condition, to provide such medical treat-
ment of the condition as may be necessary to
assure, within reasonable medical prob-
ability, that no material deterioration of the
condition is likely to result from or occur
during the transfer of the individual from a
facility.

(b) REIMBURSEMENT FOR MAINTENANCE CARE
AND POST-STABILIZATION CARE.—In the case
of services (other than emergency services)
for which benefits are available under a
group health plan, or under health insurance
coverage offered by a health insurance
issuer, the plan or issuer shall provide for re-
imbursement with respect to such services
provided to a participant, beneficiary, or en-
rollee other than through a participating
health care provider in a manner consistent
with subsection (a)(1)(C) (and shall otherwise
comply with the guidelines established under
section 1852(d)(2) of the Social Security Act),
if the services are maintenance care or post-
stabilization care covered under such guide-
lines.

SEC. 114. ACCESS TO SPECIALTY CARE.

(a) SPECIALTY CARE FOR COVERED SERV-
ICES.—

(1) IN GENERAL.—If—

(A) an individual is a participant or bene-
ficiary under a group health plan or an en-
rollee who is covered under health insurance
coverage offered by a health insurance
issuer;

(B) the individual has a condition or dis-
ease of sufficient seriousness and complexity
to require treatment by a specialist; and

(C) benefits for such treatment are pro-
vided under the plan or coverage,
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the plan or issuer shall make or provide for
a referral to a specialist who is available and
accessible to provide the treatment for such
condition or disease.

(2) SPECIALIST DEFINED.—For purposes of
this subsection, the term ‘‘specialist’’ means,
with respect to a condition, a health care
practitioner, facility, or center that has ade-
quate expertise through appropriate training
and experience (including, in the case of a
child, appropriate pediatric expertise) to pro-
vide high quality care in treating the condi-
tion.

(3) CARE UNDER REFERRAL.—A group health
plan or health insurance issuer may require
that the care provided to an individual pur-
suant to such referral under paragraph (1)
be—

(A) pursuant to a treatment plan, only if
the treatment plan is developed by the spe-
cialist and approved by the plan or issuer, in
consultation with the designated primary
care provider or specialist and the individual
(or the individual’s designee); and

(B) in accordance with applicable quality

assurance and utilization review standards of
the plan or issuer.
Nothing in this subsection shall be construed
as preventing such a treatment plan for an
individual from requiring a specialist to pro-
vide the primary care provider with regular
updates on the specialty care provided, as
well as all necessary medical information.

(4) REFERRALS TO PARTICIPATING PRO-
VIDERS.—A group health plan or health in-
surance issuer is not required under para-
graph (1) to provide for a referral to a spe-
cialist that is not a participating provider,
unless the plan or issuer does not have an ap-
propriate specialist that is available and ac-
cessible to treat the individual’s condition
and that is a participating provider with re-
spect to such treatment.

(6) TREATMENT OF NONPARTICIPATING PRO-
VIDERS.—If a plan or issuer refers an indi-
vidual to a nonparticipating specialist pursu-
ant to paragraph (1), services provided pursu-
ant to the approved treatment plan (if any)
shall be provided at no additional cost to the
individual beyond what the individual would
otherwise pay for services received by such a
specialist that is a participating provider.

(b) SPECIALISTS AS GATEKEEPER FOR TREAT-
MENT OF ONGOING SPECIAL CONDITIONS.—

(1) IN GENERAL.—A group health plan, or a
health insurance issuer, in connection with
the provision of health insurance coverage,
shall have a procedure by which an indi-
vidual who is a participant, beneficiary, or
enrollee and who has an ongoing special con-
dition (as defined in paragraph (3)) may re-
quest and receive a referral to a specialist
for such condition who shall be responsible
for and capable of providing and coordi-
nating the individual’s care with respect to
the condition. Under such procedures if such
an individual’s care would most appro-
priately be coordinated by such a specialist,
such plan or issuer shall refer the individual
to such specialist.

(2) TREATMENT FOR RELATED REFERRALS.—
Such specialists shall be permitted to treat
the individual without a referral from the in-
dividual’s primary care provider and may au-
thorize such referrals, procedures, tests, and
other medical services as the individual’s
primary care provider would otherwise be
permitted to provide or authorize, subject to
the terms of the treatment (referred to in
subsection (a)(3)(A)) with respect to the on-
going special condition.

(3) ONGOING SPECIAL CONDITION DEFINED.—In
this subsection, the term ‘‘ongoing special
condition” means a condition or disease
that—

(A) is life-threatening,
disabling; and

degenerative, or
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(B) requires specialized medical care over a
prolonged period of time.

(4) TERMS OF REFERRAL.—The provisions of
paragraphs (3) through (5) of subsection (a)
apply with respect to referrals under para-
graph (1) of this subsection in the same man-
ner as they apply to referrals under sub-
section (a)(1).

(c) STANDING REFERRALS.—

(1) IN GENERAL.—A group health plan, and
a health insurance issuer in connection with
the provision of health insurance coverage,
shall have a procedure by which an indi-
vidual who is a participant, beneficiary, or
enrollee and who has a condition that re-
quires ongoing care from a specialist may re-
ceive a standing referral to such specialist
for treatment of such condition. If the plan
or issuer, or if the primary care provider in
consultation with the medical director of the
plan or issuer and the specialist (if any), de-
termines that such a standing referral is ap-
propriate, the plan or issuer shall make such
a referral to such a specialist if the indi-
vidual so desires.

(2) TERMS OF REFERRAL.—The provisions of
paragraphs (3) through (5) of subsection (a)
apply with respect to referrals under para-
graph (1) of this subsection in the same man-
ner as they apply to referrals under sub-
section (a)(1).

SEC. 115. ACCESS TO OBSTETRICAL AND GYNECO-
LOGICAL CARE.

(a) IN GENERAL.—If a group health plan, or
a health insurance issuer in connection with
the provision of health insurance coverage,
requires or provides for a participant, bene-
ficiary, or enrollee to designate a partici-
pating primary care health care professional,
the plan or issuer—

(1) may not require authorization or a re-
ferral by the individual’s primary care
health care professional or otherwise for cov-
erage of gynecological care (including pre-
ventive women’s health examinations) and
pregnancy-related services provided by a
participating health care professional, in-
cluding a physician, who specializes in ob-
stetrics and gynecology to the extent such
care is otherwise covered; and

(2) shall treat the ordering of other obstet-
rical or gynecological care by such a partici-
pating professional as the authorization of
the primary care health care professional
with respect to such care under the plan or
coverage.

(b) CONSTRUCTION.—Nothing in subsection
(a) shall be construed to—

(1) waive any exclusions of coverage under
the terms of the plan or health insurance
coverage with respect to coverage of obstet-
rical or gynecological care; or

(2) preclude the group health plan or
health insurance issuer involved from requir-
ing that the obstetrical or gynecological pro-
vider notify the primary care health care
professional or the plan or issuer of treat-
ment decisions.

SEC. 116. ACCESS TO PEDIATRIC CARE.

(a) PEDIATRIC CARE.—If a group health
plan, or a health insurance issuer in connec-
tion with the provision of health insurance
coverage, requires or provides for an enrollee
to designate a participating primary care
provider for a child of such enrollee, the plan
or issuer shall permit the enrollee to des-
ignate a physician who specializes in pediat-
rics as the child’s primary care provider.

(b) CONSTRUCTION.—Nothing in subsection
(a) shall be construed to waive any exclu-
sions of coverage under the terms of the plan
or health insurance coverage with respect to
coverage of pediatric care.

SEC. 117. CONTINUITY OF CARE.

(a) IN GENERAL.—

(1) TERMINATION OF PROVIDER.—If a con-
tract between a group health plan, or a
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health insurance issuer in connection with
the provision of health insurance coverage,
and a health care provider is terminated (as
defined in paragraph (3)(B)), or benefits or
coverage provided by a health care provider
are terminated because of a change in the
terms of provider participation in a group
health plan, and an individual who is a par-
ticipant, beneficiary, or enrollee in the plan
or coverage is undergoing treatment from
the provider for an ongoing special condition
(as defined in paragraph (3)(A)) at the time of
such termination, the plan or issuer shall—

(A) notify the individual on a timely basis
of such termination and of the right to elect
continuation of coverage of treatment by the
provider under this section; and

(B) subject to subsection (c), permit the in-
dividual to elect to continue to be covered
with respect to treatment by the provider of
such condition during a transitional period
(provided under subsection (b)).

(2) TREATMENT OF TERMINATION OF CON-
TRACT WITH HEALTH INSURANCE ISSUER.—If a
contract for the provision of health insur-
ance coverage between a group health plan
and a health insurance issuer is terminated
and, as a result of such termination, cov-
erage of services of a health care provider is
terminated with respect to an individual, the
provisions of paragraph (1) (and the suc-
ceeding provisions of this section) shall
apply under the plan in the same manner as
if there had been a contract between the plan
and the provider that had been terminated,
but only with respect to benefits that are
covered under the plan after the contract
termination.

(3) DEFINITIONS.—For purposes of this sec-
tion:

(A) ONGOING SPECIAL CONDITION.—The term
‘‘ongoing special condition’ has the meaning
given such term in section 114(b)(3), and also
includes pregnancy.

(B) TERMINATION.—The term ‘‘terminated’
includes, with respect to a contract, the ex-
piration or nonrenewal of the contract, but
does not include a termination of the con-
tract by the plan or issuer for failure to meet
applicable quality standards or for fraud.

(b) TRANSITIONAL PERIOD.—

(1) IN GENERAL.—Except as provided in
paragraphs (2) through (4), the transitional
period under this subsection shall extend up
to 90 days (as determined by the treating
health care professional) after the date of
the notice described in subsection (a)(1)(A) of
the provider’s termination.

(2) SCHEDULED SURGERY AND ORGAN TRANS-
PLANTATION.—If surgery or organ transplan-
tation was scheduled for an individual before
the date of the announcement of the termi-
nation of the provider status under sub-
section (a)(1)(A) or if the individual on such
date was on an established waiting list or
otherwise scheduled to have such surgery or
transplantation, the transitional period
under this subsection with respect to the
surgery or transplantation shall extend be-
yond the period under paragraph (1) and
until the date of discharge of the individual
after completion of the surgery or transplan-
tation.

(3) PREGNANCY.—If—

(A) a participant, beneficiary, or enrollee
was determined to be pregnant at the time of
a provider’s termination of participation;
and

(B) the provider was treating the preg-
nancy before date of the termination,
the transitional period under this subsection
with respect to provider’s treatment of the
pregnancy shall extend through the provi-
sion of post-partum care directly related to
the delivery.

(4) TERMINAL ILLNESS.—If—

(A) a participant, beneficiary, or enrollee
was determined to be terminally ill (as de-
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termined under section 1861(dd)(3)(A) of the
Social Security Act) at the time of a pro-
vider’s termination of participation; and

(B) the provider was treating the terminal
illness before the date of termination,
the transitional period under this subsection
shall extend for the remainder of the individ-
ual’s life for care directly related to the
treatment of the terminal illness or its med-
ical manifestations.

(¢) PERMISSIBLE TERMS AND CONDITIONS.—A
group health plan or health insurance issuer
may condition coverage of continued treat-
ment by a provider under subsection (a)(1)(B)
upon the individual notifying the plan of the
election of continued coverage and upon the
provider agreeing to the following terms and
conditions:

(1) The provider agrees to accept reim-
bursement from the plan or issuer and indi-
vidual involved (with respect to cost-shar-
ing) at the rates applicable prior to the start
of the transitional period as payment in full
(or, in the case described in subsection (a)(2),
at the rates applicable under the replace-
ment plan or issuer after the date of the ter-
mination of the contract with the health in-
surance issuer) and not to impose cost-shar-
ing with respect to the individual in an
amount that would exceed the cost-sharing
that could have been imposed if the contract
referred to in subsection (a)(1) had not been
terminated.

(2) The provider agrees to adhere to the
quality assurance standards of the plan or
issuer responsible for payment under para-
graph (1) and to provide to such plan or
issuer necessary medical information related
to the care provided.

(3) The provider agrees otherwise to adhere
to such plan’s or issuer’s policies and proce-
dures, including procedures regarding refer-
rals and obtaining prior authorization and
providing services pursuant to a treatment
plan (if any) approved by the plan or issuer.

(d) CONSTRUCTION.—Nothing in this section
shall be construed to require the coverage of
benefits which would not have been covered
if the provider involved remained a partici-
pating provider.

SEC. 118. ACCESS TO
DRUGS.

(a) IN GENERAL.—To the extent that a
group health plan, or health insurance cov-
erage offered by a health insurance issuer,
provides coverage for benefits with respect
to prescription drugs, and limits such cov-
erage to drugs included in a formulary, the
plan or issuer shall—

(1) ensure the participation of physicians
and pharmacists in developing and reviewing
such formulary;

(2) provide for disclosure of the formulary
to providers; and

(3) in accordance with the applicable qual-
ity assurance and utilization review stand-
ards of the plan or issuer, provide for excep-
tions from the formulary limitation when a
non-formulary alternative is medically nec-
essary and appropriate and, in the case of
such an exception, apply the same cost-shar-
ing requirements that would have applied in
the case of a drug covered under the for-
mulary.

(b) COVERAGE OF APPROVED DRUGS AND
MEDICAL DEVICES.—

(1) IN GENERAL.—A group health plan (or
health insurance coverage offered in connec-
tion with such a plan) that provides any cov-
erage of prescription drugs or medical de-
vices shall not deny coverage of such a drug
or device on the basis that the use is inves-
tigational, if the use—

(A) in the case of a prescription drug—

(i) is included in the labeling authorized by
the application in effect for the drug pursu-
ant to subsection (b) or (j) of section 505 of
the Federal Food, Drug, and Cosmetic Act,
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without regard to any postmarketing re-
quirements that may apply under such Act;
or

(ii) is included in the labeling authorized
by the application in effect for the drug
under section 351 of the Public Health Serv-
ice Act, without regard to any post-
marketing requirements that may apply pur-
suant to such section; or

(B) in the case of a medical device, is in-
cluded in the labeling authorized by a regu-
lation under subsection (d) or (3) of section
513 of the Federal Food, Drug, and Cosmetic
Act, an order under subsection (f) of such
section, or an application approved under
section 515 of such Act, without regard to
any postmarketing requirements that may
apply under such Act.

(2) CONSTRUCTION.—Nothing in this sub-
section shall be construed as requiring a
group health plan (or health insurance cov-
erage offered in connection with such a plan)
to provide any coverage of prescription drugs
or medical devices.

SEC. 119. COVERAGE FOR INDIVIDUALS PARTICI-
PATING IN APPROVED CLINICAL
TRIALS.

(a) COVERAGE.—

(1) IN GENERAL.—If a group health plan, or
health insurance issuer that is providing
health insurance coverage, provides coverage
to a qualified individual (as defined in sub-
section (b)), the plan or issuer—

(A) may not deny the individual participa-
tion in the clinical trial referred to in sub-
section (b)(2);

(B) subject to subsection (¢c), may not deny
(or limit or impose additional conditions on)
the coverage of routine patient costs for
items and services furnished in connection
with participation in the trial; and

(C) may not discriminate against the indi-
vidual on the basis of the enrollee’s partici-
pation in such trial.

(2) EXCLUSION OF CERTAIN COSTS.—For pur-
poses of paragraph (1)(B), routine patient
costs do not include the cost of the tests or
measurements conducted primarily for the
purpose of the clinical trial involved.

(3) USE OF IN-NETWORK PROVIDERS.—If one
or more participating providers is partici-
pating in a clinical trial, nothing in para-
graph (1) shall be construed as preventing a
plan or issuer from requiring that a qualified
individual participate in the trial through
such a participating provider if the provider
will accept the individual as a participant in
the trial.

(b) QUALIFIED INDIVIDUAL DEFINED.—For
purposes of subsection (a), the term ‘‘quali-
fied individual” means an individual who is a
participant or beneficiary in a group health
plan, or who is an enrollee under health in-
surance coverage, and who meets the fol-
lowing conditions:

(1)(A) The individual has a life-threatening
or serious illness for which no standard
treatment is effective.

(B) The individual is eligible to participate
in an approved clinical trial according to the
trial protocol with respect to treatment of
such illness.

(C) The individual’s participation in the
trial offers meaningful potential for signifi-
cant clinical benefit for the individual.

(2) Either—

(A) the referring physician is a partici-
pating health care professional and has con-
cluded that the individual’s participation in
such trial would be appropriate based upon
the individual meeting the conditions de-
scribed in paragraph (1); or

(B) the participant, beneficiary, or enrollee
provides medical and scientific information
establishing that the individual’s participa-
tion in such trial would be appropriate based
upon the individual meeting the conditions
described in paragraph (1).
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(c) PAYMENT.—

(1) IN GENERAL.—Under this section a group
health plan or health insurance issuer shall
provide for payment for routine patient costs
described in subsection (a)(2) but is not re-
quired to pay for costs of items and services
that are reasonably expected (as determined
by the Secretary) to be paid for by the spon-
sors of an approved clinical trial.

(2) PAYMENT RATE.—In the case of covered
items and services provided by—

(A) a participating provider, the payment
rate shall be at the agreed upon rate; or

(B) a nonparticipating provider, the pay-
ment rate shall be at the rate the plan or
issuer would normally pay for comparable
services under subparagraph (A).

(d) APPROVED CLINICAL TRIAL DEFINED.—

(1) IN GENERAL.—In this section, the term
‘‘approved clinical trial’”’ means a clinical re-
search study or clinical investigation ap-
proved and funded (which may include fund-
ing through in-kind contributions) by one or
more of the following:

(A) The National Institutes of Health.

(B) A cooperative group or center of the
National Institutes of Health.

(C) Either of the following if the conditions
described in paragraph (2) are met:

(i) The Department of Veterans Affairs.

(ii) The Department of Defense.

(2) CONDITIONS FOR DEPARTMENTS.—The
conditions described in this paragraph, for a
study or investigation conducted by a De-
partment, are that the study or investiga-
tion has been reviewed and approved through
a system of peer review that the Secretary
determines—

(A) to be comparable to the system of peer
review of studies and investigations used by
the National Institutes of Health; and

(B) assures unbiased review of the highest
scientific standards by qualified individuals
who have no interest in the outcome of the
review.

(e) CONSTRUCTION.—Nothing in this section
shall be construed to limit a plan’s or
issuer’s coverage with respect to clinical
trials.

Subtitle C—Access to Information
SEC. 121. PATIENT ACCESS TO INFORMATION.

(a) DISCLOSURE REQUIREMENT.—

(1) GROUP HEALTH PLANS.—A group health
plan shall—

(A) provide to participants and bene-
ficiaries at the time of initial coverage under
the plan (or the effective date of this section,
in the case of individuals who are partici-
pants or beneficiaries as of such date), and at
least annually thereafter, the information
described in subsection (b) in printed form;

(B) provide to participants and bene-
ficiaries, within a reasonable period (as spec-
ified by the appropriate Secretary) before or
after the date of significant changes in the
information described in subsection (b), in-
formation in printed form on such signifi-
cant changes; and

(C) upon request, make available to par-
ticipants and beneficiaries, the applicable
authority, and prospective participants and
beneficiaries, the information described in
subsection (b) or (¢) in printed form.

(2) HEALTH INSURANCE ISSUERS.—A health
insurance issuer in connection with the pro-
vision of health insurance coverage shall—

(A) provide to individuals enrolled under
such coverage at the time of enrollment, and
at least annually thereafter, the information
described in subsection (b) in printed form;

(B) provide to enrollees, within a reason-
able period (as specified by the appropriate
Secretary) before or after the date of signifi-
cant changes in the information described in
subsection (b), information in printed form
on such significant changes; and

(C) upon request, make available to the ap-
plicable authority, to individuals who are
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prospective enrollees, and to the public the
information described in subsection (b) or (c)
in printed form.

(b) INFORMATION PROVIDED.—The informa-
tion described in this subsection with respect
to a group health plan or health insurance
coverage offered by a health insurance issuer
includes the following:

(1) SERVICE AREA.—The service area of the
plan or issuer.

(2) BENEFITS.—Benefits offered under the
plan or coverage, including—

(A) covered benefits, including benefit lim-
its and coverage exclusions;

(B) cost sharing, such as deductibles, coin-
surance, and copayment amounts, including
any liability for balance billing, any max-
imum limitations on out of pocket expenses,
and the maximum out of pocket costs for
services that are provided by nonpartici-
pating providers or that are furnished with-
out meeting the applicable utilization review
requirements;

(C) the extent to which benefits may be ob-
tained from nonparticipating providers;

(D) the extent to which a participant, ben-
eficiary, or enrollee may select from among
participating providers and the types of pro-
viders participating in the plan or issuer net-
work;

(E) process for determining experimental
coverage; and

(F) use of a prescription drug formulary.

(3) ACCESS.—A description of the following:

(A) The number, mix, and distribution of
providers under the plan or coverage.

(B) Out-of-network coverage (if any) pro-
vided by the plan or coverage.

(C) Any point-of-service option (including
any supplemental premium or cost-sharing
for such option).

(D) The procedures for participants, bene-
ficiaries, and enrollees to select, access, and
change participating primary and specialty
providers.

(E) The rights and procedures for obtaining
referrals (including standing referrals) to
participating and nonparticipating pro-
viders.

(F) The name, address, and telephone num-
ber of participating health care providers
and an indication of whether each such pro-
vider is available to accept new patients.

(G) Any limitations imposed on the selec-
tion of qualifying participating health care
providers, including any limitations imposed
under section 112(b)(2).

(H) How the plan or issuer addresses the
needs of participants, beneficiaries, and en-
rollees and others who do not speak English
or who have other special communications
needs in accessing providers under the plan
or coverage, including the provision of infor-
mation described in this subsection and sub-
section (c¢) to such individuals.

(4) OUT-OF-AREA COVERAGE.—Out-of-area
coverage provided by the plan or issuer.

(5) EMERGENCY COVERAGE.—Coverage of
emergency services, including—

(A) the appropriate use of emergency serv-
ices, including use of the 911 telephone sys-
tem or its local equivalent in emergency sit-
uations and an explanation of what con-
stitutes an emergency situation;

(B) the process and procedures of the plan
or issuer for obtaining emergency services;
and

(C) the locations of (i) emergency depart-
ments, and (ii) other settings, in which plan
physicians and hospitals provide emergency
services and post-stabilization care.

(6) PERCENTAGE OF PREMIUMS USED FOR BEN-
EFITS (LOSS-RATIOS).—In the case of health
insurance coverage only (and not with re-
spect to group health plans that do not pro-
vide coverage through health insurance cov-
erage), a description of the overall loss-ratio
for the coverage (as defined in accordance
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with rules established or recognized by the
Secretary of Health and Human Services).

(7) PRIOR AUTHORIZATION RULES.—Rules re-
garding prior authorization or other review
requirements that could result in noncov-
erage or nonpayment.

(8) GRIEVANCE AND APPEALS PROCEDURES.—
All appeal or grievance rights and procedures
under the plan or coverage, including the
method for filing grievances and the time
frames and circumstances for acting on
grievances and appeals, who is the applicable
authority with respect to the plan or issuer.

(9) QUALITY ASSURANCE.—Any information
made public by an accrediting organization
in the process of accreditation of the plan or
issuer or any additional quality indicators
the plan or issuer makes available.

(10) INFORMATION ON ISSUER.—Notice of ap-
propriate mailing addresses and telephone
numbers to be used by participants, bene-
ficiaries, and enrollees in seeking informa-
tion or authorization for treatment.

(11) NOTICE OF REQUIREMENTS.—Notice of
the requirements of this title.

(12) AVAILABILITY OF INFORMATION ON RE-
QUEST.—Notice that the information de-
scribed in subsection (c¢) is available upon re-
quest.

(c) INFORMATION MADE AVAILABLE UPON
REQUEST.—The information described in this
subsection is the following:

(1) UTILIZATION REVIEW ACTIVITIES.—A de-
scription of procedures used and require-
ments (including circumstances, time
frames, and appeal rights) under any utiliza-
tion review program under section 101, in-
cluding under any drug formulary program
under section 118.

(2) GRIEVANCE AND APPEALS INFORMATION.—
Information on the number of grievances and
appeals and on the disposition in the aggre-
gate of such matters.

(3) METHOD OF PHYSICIAN COMPENSATION.—A
general description by category (including
salary, fee-for-service, capitation, and such
other categories as may be specified in regu-
lations of the Secretary) of the applicable
method by which a specified prospective or
treating health care professional is (or would
be) compensated in connection with the pro-
vision of health care under the plan or cov-
erage.

(4) SPECIFIC INFORMATION ON CREDENTIALS
OF PARTICIPATING PROVIDERS.—In the case of
each participating provider, a description of
the credentials of the provider.

(6) FORMULARY RESTRICTIONS.—A descrip-
tion of the nature of any drug formula re-
strictions.

(6) PARTICIPATING PROVIDER LIST.—A list of
current participating health care providers.

(d) CONSTRUCTION.—Nothing in this section
shall be construed as requiring public disclo-
sure of individual contracts or financial ar-
rangements between a group health plan or
health insurance issuer and any provider.

Subtitle D—Protecting the Doctor-Patient
Relationship
SEC. 131. PROHIBITION OF INTERFERENCE WITH
CERTAIN MEDICAL COMMUNICA-
TIONS.

(a) GENERAL RULE.—The provisions of any
contract or agreement, or the operation of
any contract or agreement, between a group
health plan or health insurance issuer in re-
lation to health insurance coverage (includ-
ing any partnership, association, or other or-
ganization that enters into or administers
such a contract or agreement) and a health
care provider (or group of health care pro-
viders) shall not prohibit or otherwise re-
strict a health care professional from advis-
ing such a participant, beneficiary, or en-
rollee who is a patient of the professional
about the health status of the individual or
medical care or treatment for the individ-
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ual’s condition or disease, regardless of
whether benefits for such care or treatment
are provided under the plan or coverage, if
the professional is acting within the lawful
scope of practice.

(b) NULLIFICATION.—AnNy contract provision
or agreement that restricts or prohibits med-
ical communications in violation of sub-
section (a) shall be null and void.

SEC. 132. PROHIBITION OF DISCRIMINATION
AGAINST PROVIDERS BASED ON LI-
CENSURE.

(a) IN GENERAL.—A group health plan and a
health insurance issuer offering health insur-
ance coverage shall not discriminate with re-
spect to participation or indemnification as
to any provider who is acting within the
scope of the provider’s license or certifi-
cation under applicable State law, solely on
the basis of such license or certification.

(b) CONSTRUCTION.—Subsection (a) shall
not be construed—

(1) as requiring the coverage under a group
health plan or health insurance coverage of
particular benefits or services or to prohibit
a plan or issuer from including providers
only to the extent necessary to meet the
needs of the plan’s or issuer’s participants,
beneficiaries, or enrollees or from estab-
lishing any measure designed to maintain
quality and control costs consistent with the
responsibilities of the plan or issuer;

(2) to override any State licensure or
scope-of-practice law; or

(3) as requiring a plan or issuer that offers
network coverage to include for participa-
tion every willing provider who meets the
terms and conditions of the plan or issuer.
SEC. 133. PROHIBITION AGAINST IMPROPER IN-

CENTIVE ARRANGEMENTS.

(a) IN GENERAL.—A group health plan and a
health insurance issuer offering health insur-
ance coverage may not operate any physi-
cian incentive plan (as defined in subpara-
graph (B) of section 1876(i)(8) of the Social
Security Act) unless the requirements de-
scribed in clauses (i), (ii)(I), and (iii) of sub-
paragraph (A) of such section are met with
respect to such a plan.

(b) APPLICATION.—For purposes of carrying
out paragraph (1), any reference in section
1876(i)(8) of the Social Security Act to the
Secretary, an eligible organization, or an in-
dividual enrolled with the organization shall
be treated as a reference to the applicable
authority, a group health plan or health in-
surance issuer, respectively, and a partici-
pant, beneficiary, or enrollee with the plan
or organization, respectively.

(c) CONSTRUCTION.—Nothing in this section
shall be construed as prohibiting all capita-
tion and similar arrangements or all pro-
vider discount arrangements.

SEC. 134. PAYMENT OF CLAIMS.

A group health plan, and a health insur-
ance issuer offering group health insurance
coverage, shall provide for prompt payment
of claims submitted for health care services
or supplies furnished to a participant, bene-
ficiary, or enrollee with respect to benefits
covered by the plan or issuer, in a manner
consistent with the provisions of sections
1816(c)(2) and 1842(c)(2) of the Social Security
Act (42 U.S.C. 139%h(c)(2) and 42 U.S.C.
1395u(c)(2)), except that for purposes of this
section, subparagraph (C) of section 1816(c)(2)
of the Social Security Act shall be treated as
applying to claims received from a partici-
pant, beneficiary, or enrollee as well as
claims referred to in such subparagraph.

SEC. 135. PROTECTION FOR PATIENT ADVOCACY.

(a) PROTECTION FOR USE OF UTILIZATION RE-
VIEW AND GRIEVANCE PROCESS.—A group
health plan, and a health insurance issuer
with respect to the provision of health insur-
ance coverage, may not retaliate against a
participant, beneficiary, enrollee, or health
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care provider based on the participant’s,
beneficiary’s, enrollee’s or provider’s use of,
or participation in, a utilization review proc-
ess or a grievance process of the plan or
issuer (including an internal or external re-
view or appeal process) under this title.

(b) PROTECTION FOR QUALITY ADVOCACY BY
HEALTH CARE PROFESSIONALS.—

(1) IN GENERAL.—A group health plan or
health insurance issuer may not retaliate or
discriminate against a protected health care
professional because the professional in good
faith—

(A) discloses information relating to the
care, services, or conditions affecting one or
more participants, beneficiaries, or enrollees
of the plan or issuer to an appropriate public
regulatory agency, an appropriate private
accreditation body, or appropriate manage-
ment personnel of the plan or issuer; or

(B) initiates, cooperates, or otherwise par-
ticipates in an investigation or proceeding
by such an agency with respect to such care,
services, or conditions.

If an institutional health care provider is a
participating provider with such a plan or
issuer or otherwise receives payments for
benefits provided by such a plan or issuer,
the provisions of the previous sentence shall
apply to the provider in relation to care,
services, or conditions affecting one or more
patients within an institutional health care
provider in the same manner as they apply
to the plan or issuer in relation to care, serv-
ices, or conditions provided to one or more
participants, beneficiaries, or enrollees; and
for purposes of applying this sentence, any
reference to a plan or issuer is deemed a ref-
erence to the institutional health care pro-
vider.

(2) GOOD FAITH ACTION.—For purposes of
paragraph (1), a protected health care profes-
sional is considered to be acting in good
faith with respect to disclosure of informa-
tion or participation if, with respect to the
information disclosed as part of the action—

(A) the disclosure is made on the basis of
personal knowledge and is consistent with
that degree of learning and skill ordinarily
possessed by health care professionals with
the same licensure or certification and the
same experience;

(B) the professional reasonably believes
the information to be true;

(C) the information evidences either a vio-
lation of a law, rule, or regulation, of an ap-
plicable accreditation standard, or of a gen-
erally recognized professional or clinical
standard or that a patient is in imminent
hazard of loss of life or serious injury; and

(D) subject to subparagraphs (B) and (C) of
paragraph (3), the professional has followed
reasonable internal procedures of the plan,
issuer, or institutional health care provider
established for the purpose of addressing
quality concerns before making the disclo-
sure.

(3) EXCEPTION AND SPECIAL RULE.—

(A) GENERAL EXCEPTION.—Paragraph (1)
does not protect disclosures that would vio-
late Federal or State law or diminish or im-
pair the rights of any person to the contin-
ued protection of confidentiality of commu-
nications provided by such law.

(B) NOTICE OF INTERNAL PROCEDURES.—Sub-
paragraph (D) of paragraph (2) shall not
apply unless the internal procedures in-
volved are reasonably expected to be known
to the health care professional involved. For
purposes of this subparagraph, a health care
professional is reasonably expected to know
of internal procedures if those procedures
have been made available to the professional
through distribution or posting.

(C) INTERNAL PROCEDURE EXCEPTION.—Sub-
paragraph (D) of paragraph (2) also shall not
apply if—
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(i) the disclosure relates to an imminent
hazard of loss of life or serious injury to a
patient;

(ii) the disclosure is made to an appro-
priate private accreditation body pursuant
to disclosure procedures established by the
body; or

(iii) the disclosure is in response to an in-
quiry made in an investigation or proceeding
of an appropriate public regulatory agency
and the information disclosed is limited to
the scope of the investigation or proceeding.

(4) ADDITIONAL CONSIDERATIONS.—It shall
not be a violation of paragraph (1) to take an
adverse action against a protected health
care professional if the plan, issuer, or pro-
vider taking the adverse action involved
demonstrates that it would have taken the
same adverse action even in the absence of
the activities protected under such para-
graph.

(5) NOTICE.—A group health plan, health in-
surance issuer, and institutional health care
provider shall post a notice, to be provided
or approved by the Secretary of Labor, set-
ting forth excerpts from, or summaries of,
the pertinent provisions of this subsection
and information pertaining to enforcement
of such provisions.

(6) CONSTRUCTIONS.—

(A) DETERMINATIONS OF COVERAGE.—Noth-
ing in this subsection shall be construed to
prohibit a plan or issuer from making a de-
termination not to pay for a particular med-
ical treatment or service or the services of a
type of health care professional.

(B) ENFORCEMENT OF PEER REVIEW PROTO-
COLS AND INTERNAL PROCEDURES.—Nothing in
this subsection shall be construed to prohibit
a plan, issuer, or provider from establishing
and enforcing reasonable peer review or uti-
lization review protocols or determining
whether a protected health care professional
has complied with those protocols or from
establishing and enforcing internal proce-
dures for the purpose of addressing quality
concerns.

(C) RELATION TO OTHER RIGHTS.—Nothing in
this subsection shall be construed to abridge
rights of participants, beneficiaries, enroll-
ees, and protected health care professionals
under other applicable Federal or State laws.

(7) PROTECTED HEALTH CARE PROFESSIONAL
DEFINED.—For purposes of this subsection,
the term ‘‘protected health care profes-
sional” means an individual who is a li-
censed or certified health care professional
and who—

(A) with respect to a group health plan or
health insurance issuer, is an employee of
the plan or issuer or has a contract with the
plan or issuer for provision of services for
which benefits are available under the plan
or issuer; or

(B) with respect to an institutional health
care provider, is an employee of the provider
or has a contract or other arrangement with
the provider respecting the provision of
health care services.

Subtitle E—Definitions
SEC. 151. DEFINITIONS.

(a) INCORPORATION OF GENERAL DEFINI-
TIONS.—Except as otherwise provided, the
provisions of section 2791 of the Public
Health Service Act shall apply for purposes
of this title in the same manner as they
apply for purposes of title XXVII of such
Act.

(b) SECRETARY.—Except as otherwise pro-
vided, the term ‘‘Secretary’ means the Sec-
retary of Health and Human Services, in con-
sultation with the Secretary of Labor and
the term ‘‘appropriate Secretary’’ means the
Secretary of Health and Human Services in
relation to carrying out this title under sec-
tions 2706 and 2751 of the Public Health Serv-
ice Act and the Secretary of Labor in rela-
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tion to carrying out this title under section
713 of the Employee Retirement Income Se-
curity Act of 1974.

(c) ADDITIONAL DEFINITIONS.—For purposes
of this title:

(1) ACTIVELY PRACTICING.—The term ‘‘ac-
tively practicing’ means, with respect to a
physician or other health care professional,
such a physician or professional who pro-
vides professional services to individual pa-
tients on average at least two full days per
week.

(2) APPLICABLE AUTHORITY.—The term ‘‘ap-
plicable authority’ means—

(A) in the case of a group health plan, the
Secretary of Health and Human Services and
the Secretary of Labor; and

(B) in the case of a health insurance issuer
with respect to a specific provision of this
title, the applicable State authority (as de-
fined in section 2791(d) of the Public Health
Service Act), or the Secretary of Health and
Human Services, if such Secretary is enforc-
ing such provision under section 2722(a)(2) or
2761(a)(2) of the Public Health Service Act.

(3) CLINICAL PEER.—The term ‘‘clinical
peer’”’ means, with respect to a review or ap-
peal, an actively practicing physician
(allopathic or osteopathic) or other actively
practicing health care professional who holds
a nonrestricted license, and who is appro-
priately credentialed in the same or similar
specialty or subspecialty (as appropriate) as
typically handles the medical condition, pro-
cedure, or treatment under review or appeal
and includes a pediatric specialist where ap-
propriate; except that only a physician
(allopathic or osteopathic) may be a clinical
peer with respect to the review or appeal of
treatment recommended or rendered by a
physician.

(4) ENROLLEE.—The term ‘‘enrollee’’
means, with respect to health insurance cov-
erage offered by a health insurance issuer, an
individual enrolled with the issuer to receive
such coverage.

(5) GROUP HEALTH PLAN.—The term ‘‘group
health plan’” has the meaning given such
term in section 733(a) of the Employee Re-
tirement Income Security Act of 1974 and in
section 2791(a)(1) of the Public Health Serv-
ice Act.

(6) HEALTH CARE PROFESSIONAL.—The term
‘“‘health care professional’”’ means an indi-
vidual who is licensed, accredited, or cer-
tified under State law to provide specified
health care services and who is operating
within the scope of such licensure, accredita-
tion, or certification.

(7) HEALTH CARE PROVIDER.—The term
‘“‘health care provider’” includes a physician
or other health care professional, as well as
an institutional or other facility or agency
that provides health care services and that is
licensed, accredited, or certified to provide
health care items and services under applica-
ble State law.

(8) NETWORK.—The term ‘‘network’ means,
with respect to a group health plan or health
insurance issuer offering health insurance
coverage, the participating health care pro-
fessionals and providers through whom the
plan or issuer provides health care items and
services to participants, beneficiaries, or en-
rollees.

(9) NONPARTICIPATING.—The term ‘‘non-
participating’”® means, with respect to a
health care provider that provides health
care items and services to a participant, ben-
eficiary, or enrollee under group health plan
or health insurance coverage, a health care
provider that is not a participating health
care provider with respect to such items and
services.

(10) PARTICIPATING.—The term ‘‘partici-
pating’ means, with respect to a health care
provider that provides health care items and
services to a participant, beneficiary, or en-
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rollee under group health plan or health in-
surance coverage offered by a health insur-
ance issuer, a health care provider that fur-
nishes such items and services under a con-
tract or other arrangement with the plan or
issuer.

(11) PRIOR AUTHORIZATION.—The term
“prior authorization’” means the process of
obtaining prior approval from a health insur-
ance issuer or group health plan for the pro-
vision or coverage of medical services.

SEC. 152. PREEMPTION; STATE FLEXIBILITY; CON-
STRUCTION.

(a) CONTINUED APPLICABILITY OF STATE
LAW WITH RESPECT TO HEALTH INSURANCE
ISSUERS.—

(1) IN GENERAL.—Subject to paragraph (2),
this title shall not be construed to supersede
any provision of State law which establishes,
implements, or continues in effect any
standard or requirement solely relating to
health insurance issuers (in connection with
group health insurance coverage or other-
wise) except to the extent that such standard
or requirement prevents the application of a
requirement of this title.

(2) CONTINUED PREEMPTION WITH RESPECT TO
GROUP HEALTH PLANS.—Nothing in this title
shall be construed to affect or modify the
provisions of section 514 of the Employee Re-
tirement Income Security Act of 1974 with
respect to group health plans.

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

(1) STATE LAW.—The term ‘‘State law’ in-
cludes all laws, decisions, rules, regulations,
or other State action having the effect of
law, of any State. A law of the United States
applicable only to the District of Columbia
shall be treated as a State law rather than a
law of the United States.

(2) STATE.—The term ‘‘State” includes a
State, the District of Columbia, Puerto Rico,
the Virgin Islands, Guam, American Samoa,
the Northern Mariana Islands, any political
subdivisions of such, or any agency or in-
strumentality of such.

SEC. 153. EXCLUSIONS.

(a) NO BENEFIT REQUIREMENTS.—Nothing in
this title shall be construed to require a
group health plan or a health insurance
issuer offering health insurance coverage to
include specific items and services under the
terms of such a plan or coverage, other than
those that are provided for under the terms
of such plan or coverage.

(b) EXCLUSION FROM ACCESS TO CARE MAN-
AGED CARE PROVISIONS FOR FEE-FOR-SERVICE
COVERAGE.—

(1) IN GENERAL.—The provisions of sections
111 through 117 shall not apply to a group
health plan or health insurance coverage if
the only coverage offered under the plan or
coverage is fee-for-service coverage (as de-
fined in paragraph (2)).

(2) FEE-FOR-SERVICE COVERAGE DEFINED.—
For purposes of this subsection, the term
‘“‘fee-for-service coverage’® means coverage
under a group health plan or health insur-
ance coverage that—

(A) reimburses hospitals, health profes-
sionals, and other providers on the basis of a
rate determined by the plan or issuer on a
fee-for-service basis without placing the pro-
vider at financial risk;

(B) does not vary reimbursement for such a
provider based on an agreement to contract
terms and conditions or the utilization of
health care items or services relating to such
provider;

(C) does not restrict the selection of pro-
viders among those who are lawfully author-
ized to provide the covered services and
agree to accept the terms and conditions of
payment established under the plan or by
the issuer; and
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(D) for which the plan or issuer does not
require prior authorization before providing
coverage for any services.

SEC. 154. COVERAGE OF LIMITED SCOPE PLANS.

Only for purposes of applying the require-
ments of this title under sections 2707 and
27563 of the Public Health Service Act and
section 714 of the Employee Retirement In-
come Security Act of 1974, section
2791(c)(2)(A), and section 733(c)(2)(A) of the
Employee Retirement Income Security Act
of 1974 shall be deemed not to apply.

SEC. 155. REGULATIONS.

The Secretaries of Health and Human
Services and Labor shall issue such regula-
tions as may be necessary or appropriate to
carry out this title. Such regulations shall
be issued consistent with section 104 of
Health Insurance Portability and Account-
ability Act of 1996. Such Secretaries may
promulgate any interim final rules as the
Secretaries determine are appropriate to
carry out this title.

TITLE II—APPLICATION OF QUALITY
CARE STANDARDS TO GROUP HEALTH
PLANS AND HEALTH INSURANCE COV-
ERAGE UNDER THE PUBLIC HEALTH
SERVICE ACT

SEC. 201. APPLICATION TO GROUP HEALTH
PLANS AND GROUP HEALTH INSUR-

ANCE COVERAGE.

(a) IN GENERAL.—Subpart 2 of part A of
title XXVII of the Public Health Service Act
is amended by adding at the end the fol-
lowing new section:

“SEC. 2707. PATIENT PROTECTION STANDARDS.

‘‘(a) IN GENERAL.—Each group health plan
shall comply with patient protection re-
quirements under title I of the Patients’ Bill
of Rights Act, and each health insurance
issuer shall comply with patient protection
requirements under such title with respect
to group health insurance coverage it offers,
and such requirements shall be deemed to be
incorporated into this subsection.

““(b) NOTICE.—A group health plan shall
comply with the notice requirement under
section 711(d) of the Employee Retirement
Income Security Act of 1974 with respect to
the requirements referred to in subsection
(a) and a health insurance issuer shall com-
ply with such notice requirement as if such
section applied to such issuer and such issuer
were a group health plan.”.

(b) CONFORMING  AMENDMENT.—Section
2721(b)(2)(A) of such Act (42 U.S.C. 300gg-
21(b)(2)(A)) is amended by inserting ‘‘(other
than section 2707)” after ‘‘requirements of
such subparts’.

SEC. 202. APPLICATION TO INDIVIDUAL HEALTH
INSURANCE COVERAGE.

Part B of title XXVII of the Public Health
Service Act is amended by inserting after
section 2752 the following new section:

“SEC. 2753. PATIENT PROTECTION STANDARDS.

‘‘(a) IN GENERAL.—Each health insurance
issuer shall comply with patient protection
requirements under title I of the Patients’
Bill of Rights Act with respect to individual
health insurance coverage it offers, and such
requirements shall be deemed to be incor-
porated into this subsection.

‘““(b) NOTICE.—A health insurance issuer
under this part shall comply with the notice
requirement under section 711(d) of the Em-
ployee Retirement Income Security Act of
1974 with respect to the requirements of such
title as if such section applied to such issuer
and such issuer were a group health plan.”.
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TITLE III—AMENDMENTS TO THE EM-
PLOYEE RETIREMENT INCOME SECU-
RITY ACT OF 1974

SEC. 301. APPLICATION OF PATIENT PROTECTION

STANDARDS TO GROUP HEALTH
PLANS AND GROUP HEALTH INSUR-
ANCE COVERAGE UNDER THE EM-
PLOYEE RETIREMENT INCOME SE-
CURITY ACT OF 1974.

Subpart B of part 7 of subtitle B of title I
of the Employee Retirement Income Secu-
rity Act of 1974 is amended by adding at the
end the following new section:

“SEC. 714. PATIENT PROTECTION STANDARDS.
‘“(a) IN GENERAL.—Subject to subsection

(b), a group health plan (and a health insur-

ance issuer offering group health insurance

coverage in connection with such a plan)

shall comply with the requirements of title I

of the Patients’ Bill of Rights Act (as in ef-

fect as of the date of the enactment of such

Act), and such requirements shall be deemed

to be incorporated into this subsection.

“(b) PLAN SATISFACTION OF CERTAIN RE-
QUIREMENTS.—

‘(1) SATISFACTION OF CERTAIN REQUIRE-
MENTS THROUGH INSURANCE.—For purposes of
subsection (a), insofar as a group health plan
provides benefits in the form of health insur-
ance coverage through a health insurance
issuer, the plan shall be treated as meeting
the following requirements of title I of the
Patients’ Bill of Rights Act with respect to
such benefits and not be considered as failing
to meet such requirements because of a fail-
ure of the issuer to meet such requirements
so long as the plan sponsor or its representa-
tives did not cause such failure by the issuer:

““(A) Section 112 (relating to choice of pro-
viders).

‘(B) Section 113 (relating to access to
emergency care).

‘(C) Section 114 (relating to access to spe-
cialty care).

‘(D) Section 115 (relating to access to ob-
stetrical and gynecological care).

‘“(E) Section 116 (relating to access to pedi-
atric care).

‘“(F) Section 117(a)(1) (relating to con-
tinuity in case of termination of provider
contract) and section 117(a)(2) (relating to
continuity in case of termination of issuer
contract), but only insofar as a replacement
issuer assumes the obligation for continuity
of care.

‘“(G) Section 118 (relating to access to
needed prescription drugs).

‘‘(H) Section 119 (relating to coverage for
individuals participating in approved clinical
trials.)

‘“(I) Section 134 (relating to payment of
claims).

‘(2) INFORMATION.—With respect to infor-
mation required to be provided or made
available under section 121, in the case of a
group health plan that provides benefits in
the form of health insurance coverage
through a health insurance issuer, the Sec-
retary shall determine the circumstances
under which the plan is not required to pro-
vide or make available the information (and
is not liable for the issuer’s failure to pro-
vide or make available the information), if
the issuer is obligated to provide and make
available (or provides and makes available)
such information.

““(3) GRIEVANCE AND INTERNAL APPEALS.—
With respect to the internal appeals process
and the grievance system required to be es-
tablished under sections 102 and 104, in the
case of a group health plan that provides
benefits in the form of health insurance cov-
erage through a health insurance issuer, the
Secretary shall determine the circumstances
under which the plan is not required to pro-
vide for such process and system (and is not
liable for the issuer’s failure to provide for
such process and system), if the issuer is ob-
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ligated to provide for (and provides for) such
process and system.

‘‘(4) EXTERNAL APPEALS.—Pursuant to rules
of the Secretary, insofar as a group health
plan enters into a contract with a qualified
external appeal entity for the conduct of ex-
ternal appeal activities in accordance with
section 103, the plan shall be treated as
meeting the requirement of such section and
is not liable for the entity’s failure to meet
any requirements under such section.

() APPLICATION TO PROHIBITIONS.—Pursu-
ant to rules of the Secretary, if a health in-
surance issuer offers health insurance cov-
erage in connection with a group health plan
and takes an action in violation of any of the
following sections, the group health plan
shall not be liable for such violation unless
the plan caused such violation:

‘“(A) Section 131 (relating to prohibition of
interference with certain medical commu-
nications).

‘(B) Section 132 (relating to prohibition of
discrimination against providers based on li-
censure).

“(C) Section 133 (relating to prohibition
against improper incentive arrangements).

‘(D) Section 135 (relating to protection for
patient advocacy).

‘() CONSTRUCTION.—Nothing in this sub-
section shall be construed to affect or modify
the responsibilities of the fiduciaries of a
group health plan under part 4 of subtitle B.

“(7T) APPLICATION TO CERTAIN PROHIBITIONS
AGAINST RETALIATION.—With respect to com-
pliance with the requirements of section
135(b)(1) of the Patients’ Bill of Rights Act,
for purposes of this subtitle the term ‘group
health plan’ is deemed to include a reference
to an institutional health care provider.

‘(c) ENFORCEMENT OF CERTAIN REQUIRE-
MENTS.—

‘(1) COMPLAINTS.—Any protected health
care professional who believes that the pro-
fessional has been retaliated or discrimi-
nated against in violation of section 135(b)(1)
of the Patients’ Bill of Rights Act may file
with the Secretary a complaint within 180
days of the date of the alleged retaliation or
discrimination.

‘(2) INVESTIGATION.—The Secretary shall
investigate such complaints and shall deter-
mine if a violation of such section has oc-
curred and, if so, shall issue an order to en-
sure that the protected health care profes-
sional does not suffer any loss of position,
pay, or benefits in relation to the plan,
issuer, or provider involved, as a result of
the violation found by the Secretary.

“(d) CONFORMING REGULATIONS.—The Sec-
retary may issue regulations to coordinate
the requirements on group health plans
under this section with the requirements im-
posed under the other provisions of this
title.”.

(b) SATISFACTION OF ERISA CLAIMS PROCE-
DURE REQUIREMENT.—Section 503 of such Act
(29 U.S.C. 1133) is amended by inserting ‘‘(a)”’
after “SEC. 503.” and by adding at the end
the following new subsection:

‘“‘(b) In the case of a group health plan (as
defined in section 733) compliance with the
requirements of subtitle A of title I of the
Patients Bill of Rights Act in the case of a
claims denial shall be deemed compliance
with subsection (a) with respect to such
claims denial.”.

(c) CONFORMING AMENDMENTS.—(1) Section
732(a) of such Act (29 U.S.C. 1185(a)) is
amended by striking ‘‘section 711”7 and in-
serting ‘‘sections 711 and 714”’.

(2) The table of contents in section 1 of
such Act is amended by inserting after the
item relating to section 713 the following
new item:

““‘Sec. 7T14. Patient protection standards.”.
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(3) Section 502(b)(3) of such Act (29 U.S.C.
1132(b)(3)) is amended by inserting ‘‘(other
than section 135(b))’’ after ‘“‘part 7.

SEC. 302. ERISA PREEMPTION NOT TO APPLY TO

CERTAIN ACTIONS INVOLVING
HEALTH INSURANCE POLICY-
HOLDERS.

(a) IN GENERAL.—Section 514 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1144) (as amended by section
301(b)) is amended further by adding at the
end the following subsections:

*“(f) PREEMPTION NOT TO APPLY TO CERTAIN
ACTIONS ARISING OUT OF PROVISION OF
HEALTH BENEFITS.—

‘(1) NON-PREEMPTION OF CERTAIN CAUSES OF
ACTION.—

‘““(A) IN GENERAL.—Except as provided in
this subsection, nothing in this title shall be
construed to invalidate, impair, or supersede
any cause of action by a participant or bene-
ficiary (or the estate of a participant or ben-
eficiary) under State law to recover damages
resulting from personal injury or for wrong-
ful death against any person—

‘(i) in connection with the provision of in-
surance, administrative services, or medical
services by such person to or for a group
health plan as defined in section 733), or

‘“(ii) that arises out of the arrangement by
such person for the provision of such insur-
ance, administrative services, or medical
services by other persons.

‘“(B) LIMITATION ON PUNITIVE DAMAGES.—

‘(i) IN GENERAL.—No person shall be liable
for any punitive, exemplary, or similar dam-
ages in the case of a cause of action brought
under subparagraph (A) if—

“(D it relates to an externally appealable
decision (as defined in subsection (a)(2) of
section 103 of the Patients’ Bill of Rights
Act);

““(IT) an external appeal with respect to
such decision was completed under such sec-
tion 103;

‘(ITI) in the case such external appeal was
initiated by the plan or issuer filing the re-
quest for the external appeal, the request
was filed on a timely basis before the date
the action was brought or, if later, within 30
days after the date the externally appealable
decision was made; and

‘(IV) the plan or issuer complied with the
determination of the external appeal entity
upon receipt of the determination of the ex-
ternal appeal entity.

The provisions of this clause supersede any
State law or common law to the contrary.

‘“(ii) EXCEPTION.—Clause (i) shall not apply
with respect to damages in the case of a
cause of action for wrongful death if the ap-
plicable State law provides (or has been con-
strued to provide) for damages in such a
cause of action which are only punitive or
exemplary in nature.

‘“(C) PERSONAL INJURY DEFINED.—For pur-
poses of this subsection, the term ‘personal
injury’ means a physical injury and includes
an injury arising out of the treatment (or
failure to treat) a mental illness or disease.

‘“(2) EXCEPTION FOR GROUP HEALTH PLANS,
EMPLOYERS, AND OTHER PLAN SPONSORS.—

‘“‘(A) IN GENERAL.—Subject to subparagraph
(B), paragraph (1) does not authorize—

‘(i) any cause of action against a group
health plan or an employer or other plan
sponsor maintaining the plan (or against an
employee of such a plan, employer, or spon-
sor acting within the scope of employment),
or

‘“(ii) a right of recovery, indemnity, or con-
tribution by a person against a group health
plan or an employer or other plan sponsor
(or such an employee) for damages assessed
against the person pursuant to a cause of ac-
tion under paragraph (1).

‘““(B) SPECIAL RULE.—Subparagraph (A)
shall not preclude any cause of action de-
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scribed in paragraph (1) against group health
plan or an employer or other plan sponsor
(or against an employee of such a plan, em-
ployer, or sponsor acting within the scope of
employment) if—

‘(i) such action is based on the exercise by
the plan, employer, or sponsor (or employee)
of discretionary authority to make a deci-
sion on a claim for benefits covered under
the plan or health insurance coverage in the
case at issue; and

‘‘(i1) the exercise by the plan, employer, or
sponsor (or employee) of such authority re-
sulted in personal injury or wrongful death.

‘“(C) EXCEPTION.—The exercise of discre-
tionary authority described in subparagraph
(B)(i) shall not be construed to include—

‘(i) the decision to include or exclude from
the plan any specific benefit;

‘(ii) any decision to provide extra-contrac-
tual benefits; or

‘‘(iii) any decision not to consider the pro-
vision of a benefit while internal or external
review is being conducted.

“(3) FUTILITY OF EXHAUSTION.—An indi-
vidual bringing an action under this sub-
section is required to exhaust administrative
processes under sections 102 and 103 of the
Patients’ Bill of Rights Act, unless the in-
jury to or death of such individual has oc-
curred before the completion of such proc-
esses.

‘“(4) CONSTRUCTION.—Nothing in this sub-
section shall be construed as—

‘“(A) permitting a cause of action under
State law for the failure to provide an item
or service which is specifically excluded
under the group health plan involved;

‘““(B) as preempting a State law which re-
quires an affidavit or certificate of merit in
a civil action; or

“(C) permitting a cause of action or rem-
edy under State law in connection with the
provision or arrangement of excepted bene-
fits (as defined in section 733(c)), other than
those described in section 733(c)(2)(A).

‘‘(g) RULES OF CONSTRUCTION RELATING TO
HEALTH CARE.—Nothing in this title shall be
construed as—

‘(1) permitting the application of State
laws that are otherwise superseded by this
title and that mandate the provision of spe-
cific benefits by a group health plan (as de-
fined in section 733(a)) or a multiple em-
ployer welfare arrangement (as defined in
section 3(40)), or

‘“(2) affecting any State law which regu-
lates the practice of medicine or provision of
medical care, or affecting any action based
upon such a State law.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to acts
and omissions occurring on or after the date
of enactment of this Act, from which a cause
of action arises.

SEC. 303. LIMITATIONS ON ACTIONS.

Section 502 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1132) is
amended further by adding at the end the
following new subsection:

“(mn)(1) Except as provided in this sub-
section, no action may be brought under sub-
section (a)(1)(B), (a)(2), or (a)(3) by a partici-
pant or beneficiary seeking relief based on
the application of any provision in section
101, subtitle B, or subtitle D of title I of the
Patients’ Bill of Rights Act (as incorporated
under section 714).

‘“(2) An action may be brought under sub-
section (a)(1)(B), (a)(2), or (a)(3) by a partici-
pant or beneficiary seeking relief based on
the application of section 101, 113, 114, 115,
116, 117, 119, or 118(3) of the Patients’ Bill of
Rights Act (as incorporated under section
714) to the individual circumstances of that
participant or beneficiary, except that—

‘“(A) such an action may not be brought or
maintained as a class action; and
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‘(B) in such an action, relief may only pro-
vide for the provision of (or payment of) ben-
efits, items, or services denied to the indi-
vidual participant or beneficiary involved
(and for attorney’s fees and the costs of the
action, at the discretion of the court) and
shall not provide for any other relief to the
participant or beneficiary or for any relief to
any other person.

‘“(3) Nothing in this subsection shall be
construed as affecting any action brought by
the Secretary.”.

TITLE IV—APPLICATION TO GROUP
HEALTH PLANS UNDER THE INTERNAL
REVENUE CODE OF 1986

SEC. 401. AMENDMENTS TO THE INTERNAL REV-

ENUE CODE OF 1986.
Subchapter B of chapter 100 of the Internal

Revenue Code of 1986 is amended—

(1) in the table of sections, by inserting
after the item relating to section 9812 the
following new item:

“Sec. 9813. Standard relating to patient free-
dom of choice.”’;

and

(2) by inserting after section 9812 the fol-
lowing:

“SEC. 9813. STANDARD RELATING TO PATIENTS’
BILL OF RIGHTS.

“A group health plan shall comply with
the requirements of title I of the Patients’
Bill of Rights Act (as in effect as of the date
of the enactment of such Act), and such re-
quirements shall be deemed to be incor-
porated into this section.”.

TITLE V—EFFECTIVE DATES;

COORDINATION IN IMPLEMENTATION
SEC. 501. EFFECTIVE DATES.

(a) GROUP HEALTH COVERAGE.—

(1) IN GENERAL.—Subject to paragraph (2),
the amendments made by sections 201(a), 301,
303, and 401 (and title I insofar as it relates
to such sections) shall apply with respect to
group health plans, and health insurance
coverage offered in connection with group
health plans, for plan years beginning on or
after January 1, 2002 (in this section referred
to as the ‘‘general effective date’) and also
shall apply to portions of plan years occur-
ring on and after such date.

(2) TREATMENT OF COLLECTIVE BARGAINING
AGREEMENTS.—In the case of a group health
plan maintained pursuant to one or more
collective bargaining agreements between
employee representatives and one or more
employers ratified before the date of the en-
actment of this Act, the amendments made
by sections 201(a), 301, 303, and 401 (and title
I insofar as it relates to such sections) shall
not apply to plan years beginning before the
later of—

(A) the date on which the last collective
bargaining agreements relating to the plan
terminates (determined without regard to
any extension thereof agreed to after the
date of the enactment of this Act); or

(B) the general effective date.

For purposes of subparagraph (A), any plan
amendment made pursuant to a collective
bargaining agreement relating to the plan
which amends the plan solely to conform to
any requirement added by this Act shall not
be treated as a termination of such collec-
tive bargaining agreement.

(b) INDIVIDUAL HEALTH INSURANCE CoOV-
ERAGE.—The amendments made by section
202 shall apply with respect to individual
health insurance coverage offered, sold,
issued, renewed, in effect, or operated in the
individual market on or after the general ef-
fective date.

SEC. 502. COORDINATION IN IMPLEMENTATION.

The Secretary of Labor, the Secretary of
Health and Human Services, and the Sec-
retary of the Treasury shall ensure, through
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the execution of an interagency memo-
randum of understanding among such Secre-
taries, that—

(1) regulations, rulings, and interpreta-
tions issued by such Secretaries relating to
the same matter over which such Secretaries
have responsibility under the provisions of
this Act (and the amendments made thereby)
are administered so as to have the same ef-
fect at all times; and

(2) coordination of policies relating to en-
forcing the same requirements through such
Secretaries in order to have a coordinated
enforcement strategy that avoids duplica-
tion of enforcement efforts and assigns prior-
ities in enforcement.

TITLE VI—-MISCELLANEOUS PROVISIONS
SEC. 601. HEALTH CARE PAPERWORK SIM-
PLIFICATION.

(a) ESTABLISHMENT OF PANEL.—

(1) ESTABLISHMENT.—There is established a
panel to be known as the Health Care Panel
to Devise a Uniform Explanation of Benefits
(in this section referred to as the ‘““Panel’).

(2) DUTIES OF PANEL.—

(A) IN GENERAL.—The Panel shall devise a
single form for use by third-party health
care payers for the remittance of claims to
providers.

(B) DEFINITION.—For purposes of this sec-
tion, the term ‘‘third-party health -care
payer’ means any entity that contractually
pays health care bills for an individual.

(3) MEMBERSHIP.—

(A) SIZE AND COMPOSITION.—The Secretary
of Health and Human Services shall deter-
mine the number of members and the com-
position of the Panel. Such Panel shall in-
clude equal numbers of representatives of
private insurance organizations, consumer
groups, State insurance commissioners,
State medical societies, State hospital asso-
ciations, and State medical specialty soci-
eties.

(B) TERMS OF APPOINTMENT.—The members
of the Panel shall serve for the life of the
Panel.

(C) VACANCIES.—A vacancy in the Panel
shall not affect the power of the remaining
members to execute the duties of the Panel,
but any such vacancy shall be filled in the
same manner in which the original appoint-
ment was made.

(4) PROCEDURES.—

(A) MEETINGS.—The Panel shall meet at
the call of a majority of its members.

(B) FIRST MEETING.—The Panel shall con-
vene not later than 60 days after the date of
the enactment of the Patients’ Bill of Rights
Act.

(C) QUORUM.—A quorum shall consist of a
majority of the members of the Panel.

(D) HEARINGS.—For the purpose of carrying
out its duties, the Panel may hold such hear-
ings and undertake such other activities as
the Panel determines to be necessary to
carry out its duties.

(5) ADMINISTRATION.—

(A) COMPENSATION.—Except as provided in
subparagraph (B), members of the Panel
shall receive no additional pay, allowances,
or benefits by reason of their service on the
Panel.

(B) TRAVEL EXPENSES AND PER DIEM.—Each
member of the Panel who is not an officer or
employee of the Federal Government shall
receive travel expenses and per diem in lieu
of subsistence in accordance with sections
5702 and 5703 of title 5, United States Code.

(C) CONTRACT AUTHORITY.—The Panel may
contract with and compensate Government
and private agencies or persons for items and
services, without regard to section 3709 of
the Revised Statutes (41 U.S.C. 5).

(D) USE OF MAILS.—The Panel may use the
United States mails in the same manner and
under the same conditions as Federal agen-
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cies and shall, for purposes of the frank, be
considered a commission of Congress as de-
scribed in section 3215 of title 39, United
States Code.

(E) ADMINISTRATIVE SUPPORT SERVICES.—
Upon the request of the Panel, the Secretary
of Health and Human Services shall provide
to the Panel on a reimbursable basis such ad-
ministrative support services as the Panel
may request.

(6) SUBMISSION OF FORM.—Not later than 2
years after the first meeting, the Panel shall
submit a form to the Secretary of Health and
Human Services for use by third-party
health care payers.

(7) TERMINATION.—The Panel shall termi-
nate on the day after submitting the form
under paragraph (6).

(b) REQUIREMENT FOR USE OF FORM BY
THIRD-PARTY CARE PAYERS.—A third-party
health care payer shall be required to use the
form devised under subsection (a) for plan
years beginning on or after 5 years following
the date of the enactment of this Act.

SEC. 602. NO IMPACT ON SOCIAL SECURITY
TRUST FUND.

(a) IN GENERAL.—Nothing in this Act (or an
amendment made by this Act) shall be con-
strued to alter or amend the Social Security
Act (or any regulation promulgated under
that Act).

(b) TRANSFERS.—

(1) ESTIMATE OF SECRETARY.—The Sec-
retary of the Treasury shall annually esti-
mate the impact that the enactment of this
Act has on the income and balances of the
trust funds established under section 201 of
the Social Security Act (42 U.S.C. 401).

(2) TRANSFER OF FUNDS.—If, under para-
graph (1), the Secretary of the Treasury esti-
mates that the enactment of this Act has a
negative impact on the income and balances
of the trust funds established under section
201 of the Social Security Act (42 U.S.C. 401),
the Secretary shall transfer, not less fre-
quently than quarterly, from the general
revenues of the Federal Government an
amount sufficient so as to ensure that the
income and balances of such trust funds are
not reduced as a result of the enactment of
such Act.

By Mr. DASCHLE (for himself,
Mr. KENNEDY, Mr. DoDD, Mr.
BINGAMAN, Mrs. MURRAY, Mr.
WELLSTONE, Mr. DORGAN, Ms.
MIKULSKI, Mr. LEVIN, Mrs. CLIN-
TON, Mr. SCHUMER, Mr. ROCKE-
FELLER, Mr. JOHNSON, Mr.
CORZINE, Mr. BIDEN, Mr. KERRY,

and Mr. REED)
S. 7. A bill to improve public edu-
cation for all children and support life-
long learning; to the Committee on

Health, Education, Labor, and Pen-
sions.
EDUCATIONAL EXCELLENCE FOR ALL LEARNERS

ACT OF 2001

Mr. DASCHLE. Mr. 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.7
Be it enacted by the Senate and House of
Representatives 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 “Educational Excellence for All Learners
Act of 2001,

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

S113

Sec. 1. Short title; table of contents.

Sec. 2. References.
TITLE I—HOLDING SCHOOLS

ACCOUNTABLE

Sec. 100. Short title.

Subtitle A—Helping Disadvantaged Children

Sec. 101. Reservations for accountability.

Sec. 102. Improved accountability.

Sec. 103. Comprehensive school reform.
Subtitle B—Teachers

121. State applications.

Subtitle C—Innovative Education

131. Requirements for State plans.

132. Performance objectives.

133. Report cards.

134. Additional accountability provi-

sions.
TITLE II—CLOSING THE ACHIEVEMENT
GAP

Subtitle A—Reauthorization of Programs
Sec. 201. Authorization of appropriations.
Subtitle B—Options: Opportunities to
Improve our Nation’s Schools
Sec. 211. Options: Opportunities to Improve
our Nation’s Schools.

Subtitle C—Parental Involvement
Sec. 221. State plans.
Sec. 222. Parental assistance.
TITLE III—NATIONAL PRIORITIES WITH
PROVEN EFFECTIVENESS

Subtitle A—Qualified Teacher in Every
Classroom

Sec. 301. Teacher quality.

Subtitle B—Safe, Healthy Schools and
Communities

CHAPTER 1—GRANTS FOR SCHOOL RENOVATION

Sec. 311. Grants for school renovation.

Sec. 312. Charter school credit enhancement
initiative.

CHAPTER 2—SCHOOL CONSTRUCTION

Sec. 321. Short title.

Sec. 322. Expansion of incentives for public
schools.

Sec. 323. Application of certain labor stand-
ards on construction projects
financed under public school
modernization program.

Sec. 324. Employment and training activi-
ties relating to construction or
reconstruction of public school
facilities.

Sec. 325. Indian school construction.

CHAPTER 3—21ST CENTURY COMMUNITY
LEARNING CENTERS

331. Reauthorization.
CHAPTER 4—ENHANCEMENT OF BASIC
LEARNING SKILLS

341. Reducing class size.
Sec. 342. Reading excellence.
Sec. 343. Tutorial assistance grants.

CHAPTER 5—INTEGRATION OF TECHNOLOGY

INTO THE CLASSROOM
Short title.
Local applications for school tech-
nology resource grants.
Sec. 353. Teacher preparation.
Sec. 354. Professional development.
TITLE IV—-INDIVIDUALS WITH
DISABILITIES EDUCATION ACT

Sec. 401. Full funding of IDEA.

TITLE V—MAKING HIGHER EDUCATION

MORE AFFORDABLE
Sec. 501. Increase in maximum Pell grant.
Sec. 502. Deduction for higher education ex-
penses.

SEC. 2. REFERENCES.

Except as otherwise expressly provided,
whenever in this Act an amendment or re-
peal is expressed in terms of an amendment

Sec.

Sec.
Sec.
Sec.
Sec.

Sec.

Sec.

Sec. 351.
Sec. 352.
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to, or repeal of, a section or other provision,
the reference shall be considered to be made
to a section or other provision of the Ele-
mentary and Secondary Education Act of
1965 (20 U.S.C. 6301 et seq.).
TITLE I—HOLDING SCHOOLS
ACCOUNTABLE

SEC. 100. SHORT TITLE.

This title may be cited as the ‘‘School Im-
provement Accountability Act”.

Subtitle A—Helping Disadvantaged Children
SEC. 101. RESERVATIONS FOR ACCOUNTABILITY.

Section 1003 (20 U.S.C. 6303) is amended to
read as follows:

“SEC. 1003. RESERVATION FOR ACCOUNTABILITY
AND SCHOOL IMPROVEMENT.

‘“(a) STATE RESERVATION.—

‘(1) IN GENERAL.—Each State educational
agency shall reserve 3 percent of the amount
the agency receives under part A for each of
fiscal years 2002 and 2003, and 5 percent of
that amount for each of fiscal years 2004
through 2006, to carry out paragraph (2) and
to carry out its responsibilities under sec-
tions 1116 and 1117, including carrying out its
statewide system of technical assistance and
providing support for local educational agen-
cies.

‘“(2) LOCAL EDUCATIONAL AGENCIES.—Of the
amount reserved under paragraph (1) for any
fiscal year, the State educational agency
shall allocate at least 80 percent directly to
local educational agencies. In making alloca-
tions under this paragraph, the State edu-
cational agency shall give first priority to
agencies, and agencies serving schools, iden-
tified for corrective action or improvement
under section 1116(c).

‘(3) USE OF FUNDS.—Each local educational
agency receiving an allotment under para-
graph (2) shall use the allotment to—

““(A) carry out corrective action, as defined
in section 1116(c)(5)(A), in those schools; or

‘“(B) achieve substantial improvement in
the performance of those schools.

““(b) NATIONAL ACTIVITIES.—From the total
amount appropriated for any fiscal year to
carry out this title, the Secretary may re-
serve not more than 0.30 percent to conduct
evaluations and studies and to collect
data.”.

SEC. 102. IMPROVED ACCOUNTABILITY.

(a) STATE PLANS.—Section 1111(b)
U.S.C. 6311(b)) is amended—

(1) in the subsection heading, by striking
‘““AND ASSESSMENTS’’ and inserting ‘‘, ASSESS-
MENTS, AND ACCOUNTABILITY"’;

(2) by amending paragraph (2) to read as
follows:

‘(2) ADEQUATE YEARLY PROGRESS.—(A)
Each State plan shall specify what con-
stitutes adequate yearly progress in student
achievement, under the State’s account-
ability system described in paragraph (4), for
each school and each local educational agen-
cy receiving funds under this part, and for
the State.

‘“‘(B) The specification of adequate yearly
progress in the State plan for schools—

‘‘(i) shall be based primarily on the stand-
ards described in paragraph (1) and the valid
and reliable assessments aligned to State
standards described in paragraph (3);

‘‘(ii) shall include specific numerical ade-
quate yearly progress requirements in each
subject and grade included in the State as-
sessments at least for each of the assess-
ments required under paragraph (3) and shall
base the numerical goal required for each
group of students specified in clause (iv)
upon a timeline that ensures all students
meet or exceed the proficient level of per-
formance on the assessments required by
this section within 10 years after the effec-
tive date of the School Improvement Ac-
countability Act;
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‘“(iii) shall include other academic indica-
tors, such as school completion or dropout
rates, with the data for all such academic in-
dicators disaggregated as required by clause
(iv), but the inclusion of such indicators
shall not decrease the number of schools or
local educational agencies that would be
subject to identification for improvement or
corrective action if the indicators were not
included;

‘“(iv) shall compare separately data for the
State as a whole, for each local educational
agency, and for each school, regarding the
performance and progress of students,
disaggregated by each major ethnic and ra-
cial group, by English proficiency status,
and by economically disadvantaged students
as compared with students who are not eco-
nomically disadvantaged (except that such
disaggregation shall not be required in a case
in which the number of students in a cat-
egory would be insufficient to yield statis-
tically reliable information or the results
would reveal individually identifiable infor-
mation about individual students); and

‘“(v) shall compare the proportion of stu-
dents at the basic, proficient, and advanced
levels of performance in a grade for a year
with the proportion of students at each of
the 3 levels in the same grade in the previous
year.

‘“(C)(1) Adequate yearly progress for a local
educational agency shall be based upon
both—

‘“(I) the number or percentage of schools
identified for school improvement or correc-
tive action; and

“(II) the progress of the local educational
agency in reducing the number or length of
time schools are identified for school im-
provement or corrective action.

‘‘(i1) The State plan shall provide that each
local educational agency shall ensure that,
not later than the end of the fourth aca-
demic year after the effective date of the
School Improvement Accountability Act, the
percentage of schools making adequate year-
ly progress among schools whose concentra-
tions of poor children are greater than the
average concentration of such children
served by the local educational agency shall
not be less than the percentage of schools
making adequate yearly progress among
schools whose concentrations of poor chil-
dren are less than the average concentration
of such children served by the local edu-
cational agency.

‘“(D)(i) Adequate yearly progress for a
State shall be based upon both—

‘“(I) the number or percentage of local edu-
cational agencies identified for improvement
or corrective action; and

“(IT) the progress of the State in reducing
the number or length of time local edu-
cational agencies are identified for improve-
ment or corrective action.

‘(i) The State plan shall provide that the
State shall ensure that, not later than the
end of the fourth academic year after the ef-
fective date of the School Improvement Ac-
countability Act, the percentage of local
educational agencies making adequate year-
ly progress among local educational agencies
whose concentrations of poor children are
greater than the State average of such con-
centrations shall not be less than the per-
centage of local educational agencies mak-
ing adequate yearly progress among local
educational agencies whose concentrations
of poor children are less than the State aver-
age.”;

(3) in paragraph (3)—

(A) in the matter preceding subparagraph
(A)—

(i) by striking ‘‘developed or adopted’ and
inserting ‘‘in place’’; and

(ii) by inserting ¢, not later than the
school year 2000-2001,”" after ‘‘will be used’’;
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(B) by redesignating subparagraphs (G),
(H), and (I) as subparagraphs (H), (I), and (J);

(C) in subparagraph (F)—

(i) in clause (ii), by striking ‘“‘and” after
the semicolon; and

(ii) by adding at the end the following:

‘“(iv) the use of assessments written in
Spanish for the assessment of Spanish-speak-
ing students with Ilimited English pro-
ficiency, if Spanish-language assessments
are more likely than English language as-
sessments to yield accurate and reliable in-
formation regarding what those students
know and can do in content areas other than
English; and

“(v) notwithstanding clauses (iii) and (iv),
the assessment (using tests written in
English) of reading or language arts of any
student who has attended school in the
United States (not including Puerto Rico)
for 3 or more consecutive years, for purposes
of school accountability;”’;

(D) by inserting after subparagraph (F) the
following:

‘(G) result in a report from each local edu-
cational agency that indicates the number
and percentage of students excluded from
each assessment at each school, including,
where statistically sound, data
disaggregated in accordance with subpara-
graph (J), except that a local educational
agency shall be prohibited from providing
such information if providing the informa-
tion would reveal the identity of any indi-
vidual student.”’; and

(E) by amending subparagraph (I) (as so re-
designated) to read as follows:

“(I) provide individual student interpretive
and descriptive reports, which shall include
scores and other information on the attain-
ment of student performance standards that
reflect the quality of daily instruction and
learning such as measures of student
coursework over time, student attendance
rates, student dropout rates, and rates of
student participation in advanced level
courses; and‘‘;

(4) by striking paragraph (7);

(5) by redesignating paragraphs (4), (5), (6),
and (8) as paragraphs (8), (9), (10), and (11), re-
spectively;

(6) by inserting after paragraph (3) the fol-
lowing:

‘“(4) ACCOUNTABILITY.—(A) Each State plan
shall demonstrate that the State has devel-
oped and is implementing a statewide ac-
countability system that is or will be effec-
tive in substantially increasing the numbers
and percentages of all students, including
the lowest performing students, economi-
cally disadvantaged students, and students
with limited proficiency in English, who
meet the State’s proficient and advanced
levels of performance within 10 years after
the date of enactment of the School Im-
provement Accountability Act. The State ac-
countability system shall—

‘(i) be the same accountability system the
State uses for all schools or all local edu-
cational agencies in the State, if the State
has an accountability system for all schools
or all local educational agencies in the
State;

‘“(ii) hold local educational agencies and
schools accountable for student achievement
in at least reading and mathematics and in
any other subject that the State may choose;
and

‘‘(iii) identify schools and local edu-
cational agencies for improvement or correc-
tive action based upon failure to make ade-
quate yearly progress as defined in the State
plan pursuant to paragraph (2).

‘“(B) The accountability system described
in subparagraph (A) and described in the
State plan shall also include a procedure for
identifying for improvement a school or
local educational agency, intervening in that
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school or agency, and (if that intervention is
not effective) implementing a corrective ac-
tion not later than 3 years after first identi-
fying such agency or school, that—

‘(i) complies with sections 1116 and 1117,
including the provision of technical assist-
ance, professional development, and other
capacity-building as needed, to ensure that
schools and local educational agencies so
identified have the resources, skills, and
knowledge needed to carry out their obliga-
tions under sections 1114 and 1115 and to
meet the requirements for adequate yearly
progress described in paragraph (2); and

‘‘(ii) includes rigorous criteria for identi-
fying those agencies and schools based upon
failure to make adequate yearly progress in
student achievement in accordance with
paragraph (2).

‘() PUBLIC NOTICE AND COMMENT.—Each
State plan shall contain assurances that—

‘““(A) in developing the State plan provi-
sions relating to adequate yearly progress,
the State diligently sought public comment
from a range of institutions and individuals
in the State with an interest in improved
student achievement; and

‘(B) the State will continue to make a sub-
stantial effort to ensure that information re-
garding this part is widely known and under-
stood by citizens, parents, teachers, and
school administrators throughout the State,
and is provided in a widely read or distrib-
uted medium.

‘“(6) ANNUAL REVIEW.—The State plan shall
provide an assurance that the State will an-
nually submit to the Secretary information,
as part of the State’s consolidated plan
under section 14302, on the extent to which
schools and local educational agencies are
making adequate yearly progress, including
the number and names of schools and local
educational agencies identified for improve-
ment and corrective action under section
1116, the steps taken to address the perform-
ance problems of such schools and local edu-
cational agencies, and the number and
names of schools that are no longer so iden-
tified, for purposes of determining State and
local compliance with section 1116.

“(T) PENALTIES.—(A) The State plan shall
provide that, if the State fails to meet the
deadlines described in paragraphs (1)(C) and
(10) for demonstrating that the State has in
place high-quality State content and student
performance standards and aligned assess-
ments, or if the State fails to establish a sys-
tem for measuring and monitoring adequate
yearly progress, for a fiscal year, including
having the ability to disaggregate student
achievement data for the assessments as re-
quired under this section at the State, local
educational agency, and school levels, then
the State shall be ineligible to reserve a
greater amount of administrative funds
under section 1003 for the succeeding fiscal
year than the State reserved for such pur-
poses for the fiscal year preceding the fiscal
year in which the failure occurred.

‘“(B)(1) The State plan shall provide that,
except as described in clause (ii), if the State
fails to meet the deadlines described in para-
graphs (1)(C) and (10) for a fiscal year, then
the Secretary may withhold funds made
available under this part for administrative
expenses for the succeeding fiscal year in
such amount as the Secretary determines ap-
propriate.

‘‘(ii) The State plan shall provide that, if
the State fails to meet the deadlines de-
scribed in paragraphs (1)(C) and (10) for the
succeeding fiscal year or a subsequent fiscal
year, the Secretary shall withhold not less
than % of the funds made available under
this part for administrative expenses for the
fiscal year.

“(C) The State plan shall provide that, if
the State has not developed challenging
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State assessments that are aligned to chal-
lenging State content standards in at least
mathematics and reading or language arts
by school year 2000-2001, the State shall not
be eligible for designation as an Ed-Flex
Partnership State under the Education
Flexibility Partnership Act of 1999 until the
State develops such assessments, and the
State shall be subject to such other penalties
as are provided in this Act for failure to de-
velop the assessments.”’; and

(7) by adding at the end the following:

‘(12) SCHOOL REPORTS.—The State plan
shall provide that individual school reports
publicized and disseminated under section
1116(a)(2) shall include information on the
total number of students excluded from each
assessment at each school, including, where
statistically sound, data disaggregated in ac-
cordance with paragraph (3)(J), and shall in-
clude information on why such students were
excluded from the assessment. In issuing this
report, a local educational agency may not
provide any information that would violate
the privacy or reveal the identity of any in-
dividual student.”.

(b) ASSURANCES.—Section
U.S.C. 6312(c)(1)) is amended—

(1) in subparagraph (G), by striking ¢; and”’
and inserting a semicolon;

(2) in subparagraph (H), by striking the pe-
riod and inserting ¢‘; and’’; and

(3) by adding at the end the following:

‘“(I) ensure, through incentives for vol-
untary transfers, the provision of profes-
sional development, and recruitment pro-
grams, that low-income students and minor-
ity students are not taught at higher rates
than other students by unqualified, out-of-
field, or inexperienced teachers.”.

(c) ASSESSMENT AND IMPROVEMENT.—Sec-
tion 1116 (20 U.S.C. 6317) is amended—

(1) by amending subsection (a) to read as
follows:

‘‘(a) STATE AND LOCAL REVIEW.—

‘(1) IN GENERAL.—Each local educational
agency receiving funds under this part shall
use the State assessments and other aca-
demic indicators described in the State plan
or in a State-approved local educational
agency plan to review annually the progress
of each school served under this part by the
agency to determine whether the school is
making the adequate yearly progress speci-
fied in section 1111(b)(2) toward enabling all
students to meet the State’s student per-
formance standards described in the State
plan.

‘(2) PUBLICATION AND DISSEMINATION; RE-
suLTs.—Each local educational agency re-
ceiving funds under this part shall—

‘““(A) publicize and disseminate in indi-
vidual school reports that include statis-
tically sound results disaggregated in the
same manner as results are disaggregated
under section 1111(b)(3)(J), to teachers and
other staff, parents, students, and the com-
munity, the results of the annual review
under paragraph (1) and (if not already in-
cluded in the review), graduation rates, at-
tendance rates, retention rates, and rates of
participation in advanced level courses, for
all schools served under this part; and

‘“(B) provide the results of the annual re-
view to schools served by the agency under
this part so that the schools can continually
refine their programs of instruction to help
all students served under this part in those
schools to meet the State’s student perform-
ance standards.’’;

(2) in subsection (¢c)—

(A) by amending paragraph (1) to read as
follows:

‘(1) IN GENERAL.—(A) A local educational
agency shall identify for school improve-
ment any school served under this part
that—

1112(c)(1) (20
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‘(i) for 2 consecutive years failed to make
adequate yearly progress as defined in the
State’s plan under section 1111, except that
in the case of a school participating in a tar-
geted assistance program under section 1115,
a local educational agency may review the
progress of only those students in such
school who are served under this part; or

‘‘(ii) was identified for school improvement
under this section on the day preceding the
date of enactment of the School Improve-
ment Accountability Act.

‘““(B) The 2-year period described in sub-
paragraph (A)(i) shall include any contin-
uous period of time immediately preceding
the date of the enactment of such Act, dur-
ing which a school did not make adequate
yearly progress as defined in the State’s
plan, as such plan was in effect on the day
preceding the date of enactment.”’;

(B) by amending paragraph (2) to read as
follows:

‘(2) REQUIREMENTS.—(A)(i) Each school
identified under paragraph (1)(A) shall
promptly notify a parent of each student en-
rolled in the school that the school was iden-
tified for improvement by the local edu-
cational agency and provide with the notifi-
cation—

“(I) the reasons for such identification; and

““(IT) information about opportunities for
parents to participate in the school improve-
ment process.

‘(ii) The notification under this subpara-
graph shall be in a format and, to the extent
practicable, in a language, that the parents
can understand.

‘“(B)(1) Before identifying a school for
school improvement under paragraph (1)(A),
the local educational agency shall inform
the school that the agency proposes to iden-
tify the school for school improvement and
provide the school with an opportunity to re-
view the school-level data, including assess-
ment data, upon which the proposed deter-
mination regarding identification is based.

‘‘(ii) If the school believes that the pro-
posed identification is in error for statistical
or other substantive reasons, the school may
provide supporting evidence to the local edu-
cational agency during the review period,
and the agency shall consider such evidence
before making a final determination regard-
ing identification.

‘“(iii) The review period under this subpara-
graph shall not exceed 30 days. At the end of
the period, the agency shall make public a
final determination regarding
indentification of the school.

‘““(C) Each school identified under para-
graph (1)(A) shall, within 3 months after
being so identified, and in consultation with
parents, the local educational agency, and
the school support team or other outside ex-
perts, develop or revise a school plan that—

‘(i) addresses the fundamental teaching
and learning needs in the school;

‘‘(ii) describes the specific achievement
problems to be solved;

‘“(iii) includes the strategies, supported by
valid and reliable evidence of effectiveness,
with specific goals and objectives, that have
the greatest likelihood of improving the per-
formance of participating students in meet-
ing the State’s student performance stand-
ards;

‘“(iv) explains how those strategies will
work to address the achievement problems
identified under clause (ii), including pro-
viding a summary of evaluation-based evi-
dence of student achievement after imple-
mentation of those strategies in other
schools;

‘“(v) addresses the need for high-quality
staff by ensuring that all new teachers in the
school in programs supported with funds pro-
vided under this part are fully qualified;
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‘“(vi) addresses the professional develop-
ment needs of the instructional staff of the
school by describing a plan for spending a
minimum of 10 percent of the funds received
by the school under this part on professional
development that—

‘(I) does not supplant professional develop-
ment services that the instructional staff
would otherwise receive; and

““(IT) is designed to increase the content
knowledge of teachers, build teachers’ capac-
ity to align classroom instruction with chal-
lenging content standards, and bring all stu-
dents in the school to proficient or advanced
levels of performance;

‘“(vii) identifies specific goals and objec-
tives the school will undertake for making
adequate yearly progress, including specific
numerical performance goals and targets
that are high enough to ensure that all
groups of students specified in section
1111(b)(2)(B)(iv) meet or exceed the proficient
levels of performance in each subject area
within 10 years after the date of enactment
of the School Improvement Accountability
Act; and

“‘(viii) specifies the responsibilities of the
school and the local educational agency, in-
cluding how the local educational agency
will hold the school accountable for, and as-
sist the school in, meeting the school’s obli-
gations to provide enriched and accelerated
curricula, effective instructional methods,
highly qualified professional development,
and timely and effective individual assist-
ance, in partnership with parents.

“(D)(1) The school shall submit the plan
(including a revised plan) to the local edu-
cational agency for approval.

‘‘(ii) The local educational agency shall
promptly subject the plan to a peer review
process, work with the school to revise the
plan as necessary, and approve the plan.

‘“(iii) The school shall implement the plan
as soon as the plan is approved.’’;

(C) by amending paragraph (4) to read as
follows:

‘“(4) TECHNICAL ASSISTANCE.—(A) For each
school identified for school improvement
under paragraph (1)(A), the local educational
agency shall provide technical assistance as
the school develops and implements the
school’s plan.

‘“(B) Such technical assistance—

‘(i) shall include information on effective
methods and instructional strategies that
are supported by valid and reliable evidence
of effectiveness;

‘“(ii) shall be designed to strengthen the
core academic program for the students
served under this part, address specific ele-
ments of student performance problems, and
address problems, if any, in implementing
the parental involvement requirements in
section 1118, implementing the professional
development provisions in section 1119, and
carrying out the responsibilities of the
school and local educational agency under
the plan; and

‘‘(iil) may be provided directly by the local
educational agency, through mechanisms au-
thorized under section 1117, or (with the
local educational agency’s approval) by an
institution of higher education whose teach-
er preparation program is not identified as
low performing by its State and that is in
full compliance with the requirements of
section 207 of the Higher Education Act of
1965, a private nonprofit organization, an
educational service agency, a comprehensive
regional assistance center under part A of
title XIII, or other entities with experience
in helping schools improve achievement.

‘(C) Technical assistance provided under
this section by the local educational agency
or an entity approved by such agency shall
be supported by valid and reliable evidence
of effectiveness.”’;
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(D) by amending paragraph (5) to read as
follows:

““(5) CORRECTIVE ACTION.—In order to help
students served under this part meet chal-
lenging State standards, each local edu-
cational agency shall implement a system of
corrective action in accordance with the fol-
lowing:

‘“(A) In this paragraph, the term ‘correc-
tive action’ means action, consistent with
State and local law, that—

‘‘(1) substantially and directly responds to
the consistent academic failure that caused
the local educational agency to take such ac-
tion and to any underlying staffing, cur-
ricular, or other problems in the school in-
volved; and

‘“(ii) is designed to substantially increase
the likelihood that students will perform at
the proficient and advanced performance lev-
els.

‘(B) After providing technical assistance
under paragraph (4), the local educational
agency—

‘(i) may take corrective action at any
time with respect to a school that has been
identified under paragraph (1)(A);

‘‘(ii) shall take corrective action with re-
spect to any school that fails to make ade-
quate yearly progress, as defined by the
State, for 2 consecutive years following the
school’s identification under paragraph
(1)(A), at the end of the second year; and

‘“(iii) shall continue to provide technical
assistance while instituting any corrective
action under clause (i) or (ii).

“(C) In the case of a school described in
subparagraph (B)(ii), the local educational
agency—

‘(i) shall take corrective action that
changes the school’s administration or gov-
ernance by—

‘“(I) instituting and fully implementing a
new curriculum, including providing appro-
priate professional development for all rel-
evant staff, that is supported by valid and re-
liable evidence of effectiveness and offers
substantial promise of improving edu-
cational achievement for low-performing
students;

‘(IT) restructuring the school, such as by
creating schools within schools or other
small learning environments, or making al-
ternative governance arrangements (such as
the creation of a public charter school);

‘“(ITII) redesigning the school by reconsti-
tuting all or part of the school staff;

C(IV) eliminating the use of
noncredentialed teachers; or

(V) closing the school;

‘“(ii) shall provide professional develop-
ment for all relevant staff, that is supported
by valid and reliable evidence of effective-
ness and that offers substantial promise of
improving student educational achievement
and is directly related to the content area in
which each teacher is providing instruction
and the State’s content and performance
standards in that content area; and

‘(iii) may defer, reduce, or withhold funds
provided to carry out this title.

“(D)(i) When a local educational agency
has identified a school for corrective action
under subparagraph (B)(ii), the agency shall
provide all students enrolled in the school
with the option to transfer to another public
school that is within the area served by the
local educational agency that has not been
identified for school improvement and pro-
vide such students with transportation (or
the costs of transportation) to such school,
subject to the following requirements:

‘“(I) Such transfer must be consistent with
State or local law.

‘“(IT) If the local educational agency can-
not accommodate the request of every stu-
dent from the identified school, the agency
shall permit as many students as possible to
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transfer, with such students being selected
at random on a nondiscriminatory and equi-
table basis.

‘“(IITI) The local educational agency may
use not more than 10 percent of the funds the
local educational agency receives through
the State reservation under section 1003(a)(2)
to provide transportation to students whose
parents choose to transfer the students to a
different school under this subparagraph.

‘“(ii) If all public schools served by the
local educational agency are identified for
corrective action, the agency shall, to the
extent practicable, establish a cooperative
agreement with another local educational
agency in the area to enable students served
by the agency to transfer to a school served
by that other agency.

‘“(E) A local educational agency may
delay, for a period not to exceed 1 year, im-
plementation of corrective action if the fail-
ure to make adequate yearly progress was
justified due to exceptional or uncontrol-
lable circumstances such as a natural dis-
aster or a precipitous and unforeseen decline
in the financial resources of the local edu-
cational agency or school.

‘“(F) The local educational agency shall
publish and disseminate to parents and the
public in a format and, to the extent prac-
ticable, in a language the parents and the
public can understand, through such means
as the Internet, the media, and public agen-
cies, information on any corrective action
the agency takes under this paragraph.

‘“(G)(i) Before taking corrective action
with respect to any school under this para-
graph, the local educational agency shall in-
form the school that the agency proposes to
take corrective action and provide the
school with an opportunity to review the
school-level data, including assessment data,
upon which the proposed determination re-
garding corrective action is based.

‘“(ii) If the school believes that the pro-
posed determination is in error for statis-
tical or other substantive reasons, the school
may provide supporting evidence to the local
educational agency during the review period,
and the agency shall consider such evidence
before making a final determination regard-
ing corrective action.

‘‘(iii) The review period under this subpara-
graph shall not exceed 45 days. At the end of
the period, the local educational agency
shall make public a final determination re-
garding corrective action for the school.”’;

(E) by amending paragraph (6) to read as
follows:

‘“(6) STATE EDUCATIONAL AGENCY RESPON-
SIBILITIES.—If a State educational agency de-
termines that a local educational agency
failed to carry out its responsibilities under
this section, the State educational agency
shall take such action as the agency finds
necessary, consistent with this section, to
improve the affected schools and to ensure
that the local educational agency carries out
its responsibilities under this section.”’; and

(F) by amending paragraph (7) to read as
follows:

“(7) WAIVERS.—The State educational
agency shall review any waivers that have
previously been approved for a school identi-
fied for improvement or corrective action,
and shall terminate any waiver approved by
the State, under the Educational Flexibility
Partnership Act of 1999, if the State deter-
mines, after notice and an opportunity for a
hearing, that the waiver is not helping such
school make adequate yearly progress to-
ward meeting the goals, objectives, and per-
formance targets in the school’s improve-
ment plan.”’; and

(3) by amending subsection (d) to read as
follows:

“(d) STATE REVIEW AND LoCAL EDU-
CATIONAL AGENCY IMPROVEMENT.—
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‘(1) IN GENERAL.—A State educational
agency shall annually review the progress of
each local educational agency receiving
funds under this part to determine whether
schools receiving assistance under this part
are making adequate yearly progress as de-
fined in section 1111(b)(2) toward meeting the
State’s student performance standards.

*“(2) IDENTIFICATION OF LOCAL EDUCATIONAL
AGENCY FOR IMPROVEMENT.—A State edu-
cational agency shall identify for improve-
ment any local educational agency that—

“‘(A) for 2 consecutive years failed to make
adequate yearly progress as defined in the
State’s plan under section 1111(b)(2); or

‘(B) was identified for improvement under
this section as this section was in effect on
the day preceding the date of enactment of
the School Improvement Accountability Act.

‘“(83) TRANSITION.—The 2-year period de-
scribed in paragraph (2)(A) shall include any
continuous period of time immediately pre-
ceding the date of enactment of such Act,
during which a local educational agency did
not make adequate yearly progress as de-
fined in the State’s plan, as such plan was in
effect on the day preceding the date of enact-
ment.

‘(4) TARGETED ASSISTANCE SCHOOLS.—For
purposes of reviewing the progress of tar-
geted assistance schools served by a local
educational agency, a State educational
agency may choose to review the progress of
only the students in such schools who are
served under this part.

‘‘(5) OPPORTUNITY TO REVIEW AND PRESENT
EVIDENCE.—(A) Before identifying a local
educational agency for improvement under
paragraph (2), a State educational agency
shall inform the local educational agency
that the State educational agency proposes
to identify the local educational agency for
improvement and provide the local edu-
cational agency with an opportunity to re-
view the local educational agency data, in-
cluding assessment data, upon which the
proposed determination regarding identifica-
tion is based.

‘“(B) If the local educational agency be-
lieves that the proposed identification is in
error for statistical or other substantive rea-
sons, the agency may provide supporting evi-
dence to the State educational agency dur-
ing the review period, and the agency shall
consider such evidence before making a final
determination regarding identification.

‘(C) The review period under this para-
graph shall not exceed 30 days. At the end of
the period, the State shall make public a
final determination regarding identification
of the local educational agency.

“(6) NOTIFICATION TO PARENTS.—(A) The
local educational agency shall promptly no-
tify a parent of each student enrolled in a
school served by a local educational agency
identified for improvement that the agency
was identified for improvement and provide
with the notification—

(i) the reasons for the agency’s identifica-
tion; and

(ii) information about opportunities for
parents to participate in upgrading the qual-
ity of the local educational agency.

‘(B) The notification under this paragraph
shall be in a format and, to the extent prac-
ticable, in a language, that the parents can
understand.

“(7) LOCAL EDUCATIONAL AGENCY REVI-
SIONS.—(A) Each local educational agency
identified under paragraph (2) shall, not later
than 3 months after being so identified, de-
velop or revise a local educational agency
plan and annual academic achievement
goals, in consultation with parents, school
staff, and others.

‘(B) ACHIEVEMENT GOALS.—The annual aca-
demic achievement goals shall be suffi-
ciently high to ensure that all students with-
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in the jurisdiction involved, including the
lowest performing students, economically
disadvantaged students, students of different
races and ethnicities, and students with lim-
ited English proficiency will meet or exceed
the proficient level of performance on the as-
sessments required by section 1111 within 10
years after the date of enactment of the
School Improvement Accountability Act.

‘“(C) The plan shall—

‘(i) address the fundamental teaching and
learning needs in the schools served by that
agency, and the specific academic problems
of low-performing students, including stat-
ing a determination of why the local edu-
cational agency’s prior plan, if any, failed to
bring about increased achievement;

‘“(ii) incorporate strategies that are sup-
ported by valid and reliable evidence of effec-
tiveness and that strengthen the core aca-
demic program in the local educational
agency;

‘(iii) identify specific annual academic
achievement goals and objectives that will—

‘“(I) have the greatest likelihood of improv-
ing the performance of participating stu-
dents in meeting the State’s student per-
formance standards; and

“(IT) include specific numerical perform-
ance goals and targets for each of the groups
of students for which data are disaggregated
pursuant to section 1111(b)(2)(B)(iv);

‘“(iv) address the professional development
needs of the instructional staff of the schools
by describing a plan for spending a minimum
of 10 percent of the funds received by the
schools under this part on professional devel-
opment that—

‘(I) does not supplant professional develop-
ment services that the instructional staff
would otherwise receive; and

‘“(IT) is designed to increase the content
knowledge of teachers, build teachers’ capac-
ity to align classroom instruction with chal-
lenging content standards, and bring all stu-
dents in the schools to proficient or ad-
vanced levels of performance;

‘“(v) identify measures the local edu-
cational agency will undertake to make ade-
quate yearly progress;

“(vi) identify how, pursuant to paragraph
(6), the local educational agency will provide
written notification to parents in a format
and, to the extent practicable, in a language
the parents can understand;

‘“(vii) specify the responsibilities of the
State educational agency and the local edu-
cational agency under the plan; and

‘(viii) include strategies to promote effec-
tive parental involvement in the schools.

‘(D) The local educational agency shall
submit the plan (including a revised plan) to
the State educational agency for approval.
The State educational agency shall, within
60 days after submission of the plan, subject
the plan to a peer review process, work with
the local educational agency to revise the
plan as necessary, and approve the plan.

‘“(E) The local educational agency shall
implement the plan (including a revised
plan) as soon as the plan is approved.

¢‘(8) STATE EDUCATIONAL AGENCY RESPONSI-
BILITY.—(A) For each local educational agen-
cy identified under paragraph (2), the State
educational agency (or an entity authorized
by the agency) shall provide technical or
other assistance, if requested, as authorized
under section 1117, to better enable the local
educational agency—

‘(i) to develop and implement the local
educational agency plan as approved by the
State educational agency consistent with
the requirements of this section; and

‘“(ii) to work with schools identified for
improvement.

‘(B) Technical assistance provided under
this section by the State educational agency
or an entity authorized by the agency shall
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be supported by valid and reliable evidence
of effectiveness.

““(9) CORRECTIVE ACTION.—In order to help
students served under this part meet chal-
lenging State standards, each State edu-
cational agency shall implement a system of
corrective action in accordance with the fol-
lowing:

““(A) In this paragraph, the term ‘correc-
tive action’ means action, consistent with
State law, that—

‘(i) substantially and directly responds to
the consistent academic failure that caused
the State educational agency to take such
action and to any underlying staffing, cur-
ricular, or other problems in the schools in-
volved; and

‘‘(ii) is designed to substantially increase
the likelihood that students served under
this part will perform at the proficient and
advanced performance levels.

‘(B) After providing technical assistance
under paragraph (8) and subject to subpara-
graph (D), the State educational agency—

‘(i) may take corrective action at any
time with respect to a local educational
agency that has been identified under para-
graph (2);

‘“(ii) shall take corrective action with re-
spect to any local educational agency that
fails to make adequate yearly progress, as
defined by the State, for 3 consecutive years
following the agency’s identification under
paragraph (2), at the end of the third year;
and

‘‘(iii) shall continue to provide technical
assistance while instituting any corrective
action under clause (i) or (ii).

“(C) In the case of a local educational
agency described in subparagraph (B)(ii), the
State educational agency shall take at least
1 of the following corrective actions:

‘(i) Withholding funds from the local edu-
cational agency.

‘‘(ii) Reconstituting school district per-
sonnel.

‘‘(iii) Removing particular schools from
the jurisdiction of the local educational
agency and establishing alternative arrange-
ments for public governance and supervision
of the schools.

‘(iv) Appointing, through the State edu-
cational agency, a receiver or trustee to ad-
minister the affairs of the local educational
agency in place of the superintendent and
school board.

‘“(v) Abolishing or restructuring the local
educational agency.

‘(D) When a State educational agency has
identified a local educational agency for cor-
rective action under subparagraph (B)(ii),
the State educational agency shall provide
all students enrolled in a school served by
the local educational agency with a plan to
transfer to a higher performing public school
served by another local educational agency
and shall provide such students with trans-
portation (or the costs of transportation) to
such schools, subject to the following re-
quirements:

‘(i) The provision of the transfer shall be
done in conjunction with at least 1 addi-
tional action described in this paragraph.

‘‘(ii) If the State educational agency can-
not accommodate the request of every stu-
dent from the schools served by the agency,
the agency shall permit as many students as
possible to transfer, with such students
being selected at random on a nondiscrim-
inatory and equitable basis.

‘‘(iii) The State educational agency may
use not more than 10 percent of the funds the
agency receives through the State reserva-
tion under section 1003(a)(2) to provide trans-
portation to students whose parents choose
to transfer their child to a different school
under this subparagraph.
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‘“‘(E) Prior to implementing any corrective
action under this paragraph, the State edu-
cational agency shall provide due process
and a hearing to the affected local edu-
cational agency, if State law provides for
such process and hearing. The hearing shall
take place not later than 45 days following
the decision to implement the corrective ac-
tion.

‘“(F) The State educational agency shall
publish and disseminate to parents and the
public in a format and, to the extent prac-
ticable, in a language the parents and the
public can understand, through such means
as the Internet, the media, and public agen-
cies, information on any corrective action
the agency takes under this paragraph.

‘“(G) A State educational agency may
delay, for a period not to exceed 1 year, im-
plementation of corrective action if the fail-
ure to make adequate yearly progress was
justified due to exceptional or uncontrol-
lable circumstances such as a natural dis-
aster or a precipitous and unforeseen decline
in the financial resources of the local edu-
cational agency.

‘(100 WAIVERS.—The State educational
agency shall review any waivers that have
previously been approved for a local edu-
cational agency identified for improvement
or corrective action, and shall terminate any
waiver approved by the State, under the
Educational Flexibility Partnership Act of
1999, if the State determines, after notice
and an opportunity for a hearing, that the
waiver is not helping such agency make ade-
quate yearly progress toward meeting the
goals, objectives, and performance targets in
the agency’s improvement plan.”.

(d) STATE ASSISTANCE FOR SCHOOL SUPPORT
AND IMPROVEMENT.—Section 1117(a) (20 U.S.C.
6318(a)) is amended to read as follows:

‘‘(a) SYSTEM FOR SUPPORT.—

‘(1) IN GENERAL.—Each State educational
agency shall establish a statewide system of
intensive and sustained support and im-
provement for local educational agencies and
schools receiving funds under this part, in
order to increase the opportunity for all stu-
dents served by those agencies and schools to
meet the State’s content standards and stu-
dent performance standards.

‘(2) PRIORITIES.—In carrying out this sec-
tion, a State educational agency shall—

‘“(A) provide support and assistance to
local educational agencies and schools iden-
tified for corrective action under section
1116;

‘“(B) provide support and assistance to
other local educational agencies and schools
identified for improvement under section
1116; and

‘(C) provide support and assistance to each
school receiving funds under this part in
which the number of students in poverty
equals or exceeds 75 percent of the total
number of students enrolled in such school.

‘“(3) APPROACHES.—In order to achieve the
objectives of this subsection, each statewide
system shall provide technical assistance
and support through approaches such as—

“‘(A) use of school support teams, composed
of individuals who are knowledgeable about
research on and practice of teaching and
learning, particularly about strategies for
improving educational results for low-
achieving students;

‘“(B) the designation and use of ‘Distin-
guished Educators’, chosen from schools
served under this part that have been espe-
cially successful in improving academic
achievement;

“(C) assisting local educational agencies or
schools to implement research-based com-
prehensive school reform models; and

‘(D) use of a peer review process designed
to increase the capacity of local educational
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agencies and schools to develop high-quality

school improvement plans.

‘“(4) FuNDS.—Each State educational agen-
cy—

‘“(A) shall use funds reserved under section
1003(a)(1), but not wused under section
1003(a)(2) and funds appropriated under sec-
tion 1002(f) to carry out this section; and

‘(B) may use State administrative funds
authorized for such purpose.

‘“(5) ALTERNATIVES.—The State educational
agency may devise additional approaches to
providing the assistance described in sub-
paragraphs (A) and (B) of paragraph (3),
other than the provision of assistance under
the statewide system, such as providing as-
sistance through institutions of higher edu-
cation, educational service agencies, or
other local consortia. The State educational
agency may seek approval from the Sec-
retary to use funds made available under sec-
tion 1003 for such approaches as part of the
State plan.”.

(e) CONFORMING AMENDMENTS.—The 1965 (20
U.S.C. 6301 et seq.) is amended—

(1) in section 1111(b)(1)(C) (20 TU.S.C.
6311(b)(1)(C)), by striking ‘‘paragraph (6)”
and inserting ‘‘paragraph (10)’’;

(2) in section 1112(c)(1)(D) (20 U.S.C.
6312(c)(1)(D)), by striking ‘‘section 1116(c)(4)”’
and inserting ‘‘section 1116(c)(5)’;

(3) in section 1117(c)(2)(A)
6318(c)(2)(A)), by striking
1111(b)(2)(A)(@)” and inserting
1111(b)(2)(A)™;

(4) in section 1118(c)(4)(B) (20 U.S.C.
6319(c)(4)(B)), by striking ‘‘school perform-
ance profiles required under section
1116(a)(3)”’ and inserting ‘‘individual school
reports required under section 1116(a)(2)(A)’;

(5) in section 1118(e)(1) (20 U.S.C. 6319(e)(1)),
by striking ‘‘section 1111(b)(8)”’ and inserting
“‘section 1111(b)(11)”’; and

(6) in section 1119(h)(3) (20 TU.S.C.
6320(h)(3)), by striking ‘‘section 1116(d)(6)”
and inserting ‘‘section 1116(d)(9)”".

SEC. 103. COMPREHENSIVE SCHOOL REFORM.
Title I (20 U.S.C. 6301 et seq.) is amended—
(1) by redesignating part F as part G; and
(2) by inserting after part E the following:

“PART F—COMPREHENSIVE SCHOOL
REFORM

“SEC. 1551. PURPOSE.

‘““The purpose of this part is to provide fi-
nancial incentives for schools to develop
comprehensive school reforms based upon
promising and effective practices and re-
search-based programs that emphasize basic
academics and parental involvement so that
all children can meet challenging State con-
tent and student performance standards.
“SEC. 1552. PROGRAM AUTHORIZATION.

‘‘(a) PROGRAM AUTHORIZED.—

‘(1) IN GENERAL.—The Secretary may
award grants to State educational agencies,
from allotments under paragraph (2), to en-
able the State educational agencies to award
subgrants to local educational agencies to
carry out the purpose described in section
1551.

“(2) ALLOTMENTS.—

‘‘(A) RESERVATIONS.—Of the amount appro-
priated under section 1558 for a fiscal year,
the Secretary may reserve—

‘(i) not more than 1 percent to provide as-
sistance to schools supported by the Bureau
of Indian Affairs and in the United States
Virgin Islands, Guam, American Samoa, and
the Commonwealth of the Northern Mariana
Islands according to their respective needs
for assistance under this part; and

‘“(ii) not more than 1 percent to conduct
national evaluation activities described in
section 1557.

‘(B) IN GENERAL.—Of the amount appro-
priated under section 1558 that remains after
making the reservation under subparagraph

(20 U.s.C.
“‘section
“‘section
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(A) for a fiscal year, the Secretary shall allot
to each State for the fiscal year an amount
that bears the same ratio to the remainder
for that fiscal year as the amount made
available under section 1124 to the State for
the preceding fiscal year bears to the total
amount made available under section 1124 to
all States for the preceding fiscal year.

“(C) REALLOTMENT.—If a State does not
apply for funds under this part, the Sec-
retary shall reallot such funds to other
States in proportion to the amount allotted
to such other States under subparagraph (B).
“SEC. 1553. STATE APPLICATIONS.

‘‘(a) IN GENERAL.—Each State educational
agency that desires to receive a grant under
this part shall submit an application to the
Secretary at such time, in such manner, and
containing such information as the Sec-
retary may reasonably require.

‘““(b) CONTENTS.—Each such application
shall describe—

‘(1) the process and selection criteria by
which the State educational agency, using
expert review, will select local educational
agencies to receive subgrants under this
part;

‘“(2) how the State educational agency will
ensure that only comprehensive school re-
forms that are based upon promising and ef-
fective practices and research-based pro-
grams receive funds under this part;

‘(3) how the State educational agency will
disseminate information on comprehensive
school reforms that are based upon prom-
ising and effective practices and research-
based programs;

‘“(4) how the State educational agency will
evaluate the implementation of such reforms
and measure the extent to which the reforms
have resulted in increased student academic
performance; and

‘(6) how the State educational agency will
make available technical assistance to a
local educational agency in evaluating, de-
veloping, and implementing comprehensive
school reform.

“SEC. 1554. STATE USE OF FUNDS.

‘“‘(a) IN GENERAL.—Except as provided in
subsection (e), a State educational agency
that receives a grant under this part shall
use the grant funds to award subgrants, on a
competitive basis, to local educational agen-
cies (including consortia of local educational
agencies) in the State that receive funds
under part A.

““(b) SUBGRANT REQUIREMENTS.—A subgrant
to a local educational agency shall be—

‘(1) of sufficient size and scope to support
the initial costs for the particular com-
prehensive school reform plan selected or de-
signed by each school identified in the appli-
cation of the local educational agency;

‘(2) in an amount not less than $50,000 for
each participating school; and

‘“(3) renewable for 2 additional 1-year peri-
ods after the initial 1-year grant is made, if
the participating school is making substan-
tial progress in the implementation of re-
forms.

‘‘(c) PRIORITY.—A State educational agen-
cy, in awarding subgrants under this part,
shall give priority to local educational agen-
cies that—

(1) plan to use the funds in schools identi-
fied for improvement or corrective action
under section 1116(c); and

‘“(2) demonstrate a commitment to assist
schools with budget allocation, professional
development, and other strategies necessary
to ensure that comprehensive school reforms
are properly implemented and are sustained
in the future.

“(d) GRANT CONSIDERATION.—In awarding
subgrants under this part, the State edu-
cational agency shall take into consider-
ation the equitable distribution of subgrants
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to different geographic regions within the
State, including urban and rural areas, and
to schools serving elementary school and
secondary school students.

‘‘(e) ADMINISTRATIVE COSTS.—A State edu-
cational agency that receives a grant under
this part may reserve not more than 5 per-
cent of the grant funds for administrative,
evaluation, and technical assistance ex-
penses.

‘“(f) SUPPLEMENT.—Funds made available
under this part shall be used to supplement,
and not supplant, any other Federal, State,
or local funds that would otherwise be avail-
able to carry out the activities assisted
under this part.

‘(g) REPORTING.—Each State educational
agency that receives a grant under this part
shall provide to the Secretary such informa-
tion as the Secretary may require, including
the names of local educational agencies and
schools receiving assistance under this part,
the amount of the assistance, and a descrip-
tion of the comprehensive school reform
model selected and used.

“SEC. 1555. LOCAL APPLICATIONS.

‘‘(a) IN GENERAL.—Each local educational
agency desiring a subgrant under this part
shall submit an application to the State edu-
cational agency at such time, in such man-
ner, and containing such information as the
State educational agency may reasonably re-
quire.

“(b)
shall—

‘(1) identify the schools, that are eligible
for assistance under part A, that plan to im-
plement a comprehensive school reform pro-
gram and include the projected costs of such
program;

‘“(2) describe the promising and effective
practices and research-based programs that
such schools will implement;

‘“(3) describe how the local educational
agency will provide technical assistance and
support for the effective implementation of
the promising and effective practices and re-
search-based school reforms selected by such
schools; and

‘“(4) describe how the local educational
agency will evaluate the implementation of
such reforms and measure the results
achieved in improving student academic per-
formance.

“SEC. 1556. LOCAL USE OF FUNDS.

‘“(a) USE OF FUNDS.—A local educational
agency that receives a subgrant under this
part shall provide the subgrant funds to
schools, that are eligible for assistance under
part A and served by the agency, to enable
the schools to implement a comprehensive
school reform program for—

‘(1 employing innovative strategies for
student learning, teaching, and school man-
agement that are based upon promising and
effective practices and research-based pro-
grams and have been replicated successfully
in schools with diverse characteristics;

‘“(2) integrating a comprehensive design for
effective school functioning, including in-
struction, assessment, classroom manage-
ment, professional development, parental in-
volvement, and school management, that
aligns the school’s curriculum, technology,
and professional development into a com-
prehensive reform plan for schoolwide
change designed to enable all students to
meet challenging State content and student
performance standards and addresses needs
identified through a school needs assess-
ment;

‘(3) providing high quality and continuous
teacher and staff professional development;

‘(4) including measurable goals for student
performance;

‘(6) providing support to teachers, prin-
cipals, administrators, and other school per-
sonnel staff;

CONTENTS.—Each such application
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‘(6) including meaningful community and
parental involvement initiatives that will
strengthen school improvement activities;

‘“(7) using high quality external technical
support and assistance from an entity that
has experience and expertise in schoolwide
reform and improvement, which may include
an institution of higher education;

‘“(8) evaluating school reform implementa-
tion and student performance; and

‘“(9) identifying other resources, including
Federal, State, local, and private resources,
that will be used to coordinate services sup-
porting and sustaining the school reform ef-
fort.

“(b) SPECIAL RULE.—A school that receives
funds to develop a comprehensive school re-
form program shall not be limited to using
the approaches identified or developed by the
Secretary, but may develop the school’s own
comprehensive school reform programs for
schoolwide change as described in subsection
(a).
“SEC. 1557. NATIONAL EVALUATION

PORTS.

‘‘(a) IN GENERAL.—The Secretary shall de-
velop a plan for a national evaluation of the
programs assisted under this part.

‘“(b) EVALUATION.—The national evaluation
shall—

‘(1) evaluate the implementation and re-
sults achieved by schools after 3 years of im-
plementing comprehensive school reforms;
and

‘“(2) assess the effectiveness of comprehen-
sive school reforms in schools with diverse
characteristics.

‘‘(c) REPORTS.—Prior to the completion of
the national evaluation, the Secretary shall
submit an interim report describing imple-
mentation activities for the Comprehensive
School Reform Program to the Committee
on Education and the Workforce, and the
Committee on Appropriations, of the House
of Representatives, and the Committee on
Health, Education, Labor, and Pensions, and
the Committee on Appropriations, of the
Senate.

“SEC. 1558. AUTHORIZATION OF APPROPRIA-
TIONS.

‘“There are authorized to be appropriated
to carry out this part $500,000,000 for fiscal
yvear 2002 and such sums as may be necessary
for each of the 4 succeeding fiscal years.”’.

Subtitle B—Teachers
SEC. 121. STATE APPLICATIONS.

(a) CONTENTS OF STATE PLAN.—Section
2205(b)(2) (20 U.S.C. 6645(b)(2)) is amended—

(1) by amending subparagraph (N) to read
as follows:

‘“(N) set specific annual, quantifiable, and
measurable performance goals to increase
the percentage of teachers participating in
sustained professional development activi-
ties, reduce the beginning teacher attrition
rate, and reduce the percentage of teachers
who are not certified or licensed, and the
percentage who are out-of-field teachers;”’;

(2) by redesignating subparagraph (O) as
subparagraph (P); and

(3) by inserting after subparagraph (N) the
following:

‘“(0O) describe how the State will ensure
that all teachers in the State will be fully
qualified not later than December 1, 2005;
and”.

(b) STATE AND LOCAL ACTIVITIES.—Part B
of title II (20 U.S.C. 6641 et seq.) is amended—

(1) by redesignating section 2211 as section
2215;

(2) by inserting after section 2210 the fol-
lowing:

“SEC. 2211. LOCAL CONTINUATION OF FUNDING.

‘““(a) AGENCIES.—If a local educational
agency applies for funds from a State under
this part for a fourth or subsequent fiscal
yvear, the agency may not receive the funds
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for that fiscal year unless the State deter-
mines that the agency has demonstrated
that, in carrying out activities under this
part during the past fiscal year, the agency
has annual numerical performance objec-
tives consisting of—

‘(1) improved student performance for all
groups identified in section 1111;

‘(2) an increased percentage of teachers
participating in sustained professional devel-
opment activities;

‘“(3) a reduction in the beginning teacher
attrition rate for the agency; and

‘“(4) a reduction in the percentage of teach-
ers who are not certified or licensed, and the
percentage who are out-of-field teachers, for
the agency.

““(b) ScHOOLS.—If a local educational agen-
cy applies for funds under this part on behalf
of a school for a fourth or subsequent fiscal
year (including applying for funds as part of
a partnership), the agency may not receive
the funds for the school for that fiscal year
unless the State determines that the school
has demonstrated that, in carrying out ac-
tivities under this part during the past fiscal
year, the school has met the requirements of
paragraphs (1) through (4) of subsection (a).
“SEC. 2212. INFORMATION AND NOTICE TO PAR-

ENTS.

‘“(a) PARENTS’ RIGHT TO KNOW INFORMA-
TION.—

‘1) IN GENERAL.—A local educational
agency that receives funds under this title
shall provide, on request, in an understand-
able and uniform format, to any parent of a
student attending any school served by the
agency, information regarding the profes-
sional qualifications of each of the student’s
classroom teachers.

‘“(2) CONTENTS.—The agency shall provide,
at a minimum, information on—

‘““(A) whether the teacher has met State
certification or licensing criteria for the aca-
demic subjects and grade levels in which the
teacher teaches the student;

‘(B) whether the teacher is teaching with
emergency or other provisional credentials,
due to which any State certification or 1li-
censing criteria have been waived; and

‘“(C) the academic qualifications of the
teacher in the academic subjects and grade
levels in which the teacher teaches.

“(b) NOTICE.—In addition to providing the
information described in subsection (a), if a
school that receives funds under this title as-
signs a student to a teacher who is not a
fully qualified teacher or assigns a student,
for 2 or more consecutive weeks, to a sub-
stitute teacher who is not a fully qualified
teacher, the school shall provide notice of
the assignment to a parent of the student,
not later than 15 school days after the as-
signment.
“SEC. 2213. GENERAL
STUDY.

‘“‘Not later than September 30, 2005, the
Comptroller General of the United States
shall prepare and submit to the Committee
on Education and the Workforce of the
House of Representatives and the Committee
on Health, Education, Labor, and Pensions of
the Senate a study setting forth information
regarding the progress of States’ compliance
in increasing the percentage of fully quali-
fied teachers for fiscal years 2001 through
2004.

“SEC. 2214. DEFINITION OF FULLY QUALIFIED.

‘“(a) IN GENERAL.—In this part, the term
‘fully qualified’, used with respect to a
teacher, means a teacher who—

“(1)(A) has demonstrated the subject mat-
ter knowledge, teaching knowledge, and
teaching skill necessary to teach effectively
in the academic subject in which the teacher
teaches, according to the criteria described
in subsections (b) and (¢); and
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“(B) is not a teacher for whom State cer-
tification or licensing requirements have
been waived or who is teaching under an
emergency or other provisional credential;
or

‘(2) meets the standards set by the Na-
tional Board for Professional Teaching
Standards.

‘“(b) ELEMENTARY SCHOOL.—For purposes of
making the demonstration described in sub-
section (a)(1), each teacher who teaches ele-
mentary school students (other than middle
school students) shall, at a minimum—

‘(1) have State certification (which may
include certification obtained through an al-
ternative route) or a State license to teach;
and

‘“(2) hold a bachelor’s degree and dem-
onstrate the subject matter knowledge,
teaching knowledge, and teaching skill re-
quired to teach effectively in reading, writ-
ing, mathematics, social studies, science,
and other elements of a liberal arts edu-
cation.

‘“(c) MIDDLE SCHOOL AND SECONDARY
SCcHOOL.—For purposes of making the dem-
onstration described in subsection (a)(l),
each teacher who teaches middle school stu-
dents or secondary school students shall, at
a minimum—

‘(1) have State certification (which may
include certification obtained through an al-
ternative route) or a State license to teach;
and

‘(2) hold a bachelor’s degree or higher de-
gree and demonstrate a high level of com-
petence in all academic subjects in which the
teacher teaches through—

‘““(A) achievement of a high level of per-
formance on rigorous academic subject area
tests;

“(B) completion of an academic major (or
courses totaling an equivalent number of
credit hours) in each of the academic sub-
jects in which the teacher teaches; or

‘(C) in the case of teachers hired before
the date of enactment of the School Im-
provement Accountability Act, completion
of appropriate coursework for mastery of the
academic subjects in which the teacher
teaches.”’; and

(3) by amending section 2215 (as so redesig-
nated)—

(A) in subsection (a)(3), by adding after
‘“‘agency’’ the following: ‘‘for which at least
40 percent of the students served by the
agency are eligible for free or reduced price
lunches under the Richard B. Russell Na-
tional School Lunch Act’’; and

(B) by inserting after subsection (a)(4) the
following:

‘() REPORTING REQUIREMENTS.—Each insti-
tution of higher education receiving assist-
ance under paragraph (1) shall fully comply
with all reporting requirements of title II of
the Higher Education Act of 1965.”".

(c) CONFORMING AMENDMENTS.—The Act (20
U.S.C. 6301 et seq.) is amended—

(1) in section 2203(2) (20 U.S.C. 6643(2)), by
striking ‘‘section 22117 and inserting ‘‘sec-
tion 2215°’; and

(2) in section 2205(c)(2) (20 U.S.C. 6645(c)(2)),
by striking ‘‘section 2211 and inserting
‘‘section 2215”°.

Subtitle C—Innovative Education
SEC. 131. REQUIREMENTS FOR STATE PLANS.

Part B of title VI (20 U.S.C. 7331 et seq.) is
amended by adding at the end the following:
“SEC. 6203. REQUIREMENTS FOR STATE PLANS.

‘‘(a) STATE PLANS.—In addition to require-
ments relating to State applications under
this part, the State educational agency for
each State desiring a grant under this title
shall submit a State plan that meets the re-
quirements of this section to the Secretary
at such time, in such manner, and accom-
panied by such information as the Secretary
may require.
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‘“(b) CONSOLIDATED PLAN.—A State plan
submitted under subsection (a) may be sub-
mitted as part of a consolidated plan under
section 14302, and as part of a State applica-
tion described in section 6202.

‘“(c) CoONTENTS.—Each plan
under subsection (a) shall—

‘(1) describe how the funds made available
through the grant will be used to increase
student academic performance;

‘“(2) describe annual, quantifiable, and
measurable performance goals that will be
used to measure the impact of those funds on
student performance;

‘“(3) describe the methods the State will
use to measure the annual impact of pro-
grams described in the plan and the extent
to which such goals are aligned with State
standards;

‘“(4) certify that the State has in place the
standards and assessments required under
section 1111;

‘“(5) certify that the State educational
agency has a system, as required under sec-
tion 1111, for—

‘“(A) holding each local educational agency
and school accountable for adequate yearly
progress (as described in section 1111(b)(2));

‘“(B) identifying local educational agencies
and schools for improvement and corrective
action (as required in sections 1116 and 1117);

‘“(C) assisting local educational agencies
and schools that are identified for improve-
ment with the development of improvement
plans; and

‘(D) providing technical assistance, profes-
sional development, and other capacity
building as needed to get such agencies and
schools out of improvement status;

“(6) certify that the State educational
agency will use the disaggregated results of
student assessments required under section
1111(b)(3), and other measures or indicators
available, to review annually the progress of
each local educational agency and school
served under this title to determine whether
each such agency and school is making ade-
quate yearly progress as required under sec-
tion 1111(b)(2);

‘“(7) certify that the State educational
agency will take action against a local edu-
cational agency that is identified for correc-
tive action and receiving funds under this
title;

‘(8) describe what, if any, State and other
non-Federal resources will be provided to
local educational agencies and schools
served under this title to carry out activities
consistent with this title; and

‘“(9) certify that the State educational
agency has a system to hold local edu-
cational agencies accountable for meeting
the annual performance goals required under
paragraph (2).

‘“(d) APPROVAL.—The Secretary, using a
peer review process, shall approve a State
plan submitted under this section if the
State plan meets the requirements of this
section.

‘‘(e) DURATION OF THE PLAN.—Each State
plan shall remain in effect for the duration
of the State’s participation under this title.

‘(f) REQUIREMENT.—A State shall not be el-
igible to receive funds under this title unless
the State has established the standards and
assessments required under section 1111.

‘(g) PuBLIC REVIEW.—Each State edu-
cational agency will make publicly available
the plan approved under subsection (d).

“SEC. 6204. SANCTIONS.

‘‘(a) THIRD FISCAL YEAR.—If a State receiv-
ing grant funds under this title fails to meet
performance goals established under section
6203(c)(2) by the end of the third fiscal year
for which the State receives such grant
funds, the Secretary shall reduce by 50 per-
cent the amount the State is entitled to re-
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ceive for administrative expenses under this
title.

“(b) FOURTH FISCAL YEAR.—If the State
fails to meet such performance goals by the
end of the fourth fiscal year for which the
State receives grant funds under this title,
the Secretary shall reduce the total amount
the State receives under this title by 20 per-
cent.

‘‘(c) TECHNICAL ASSISTANCE.—The Sec-
retary shall provide technical assistance, at
the request of a State subjected to sanctions
under subsection (a) or (b).

¢“(d) LOCAL SANCTIONS.—

‘(1) IN GENERAL.—Each State receiving as-
sistance under this title shall develop a sys-
tem to hold local educational agencies ac-
countable for meeting the adequate yearly
progress requirements established under part
A of title I and the performance goals estab-
lished under this title.

‘(2) SANCTIONS.—A system developed under
paragraph (1) shall include a mechanism for
sanctioning local educational agencies for
failure to meet such performance goals and
adequate yearly progress levels.

“SEC. 6205. STATE REPORTS.

‘“Each State educational agency or Chief
Executive Officer of a State receiving funds
under this title shall annually publish and
disseminate to the public in a format and, to
the extent practicable, in a language that
the public can understand, a report on—

‘(1) the use of such funds;

‘(2) the impact of programs conducted
with such funds and an assessment of such
programs’ effectiveness; and

‘(3) the progress of the State toward at-
taining the performance goals established
under section 6203(c)(2), and the extent to
which the programs have increased student
achievement.
“SEC. 6206. STANDARDS; ASSESSMENTS EN-
HANCEMENT.

‘“Each State educational agency receiving
a grant under this title may use such grant
funds, consistent with section 6201(a)(1)(C),
to—

‘(1) establish high quality, internationally
competitive content and student perform-
ance standards and strategies that all stu-
dents will be expected to meet;

‘(2) provide for the establishment of high
quality, rigorous assessments that include
multiple measures and demonstrate com-
prehensive knowledge; or

‘“(3) develop and implement value-added as-
sessments.”’.

SEC. 132. PERFORMANCE OBJECTIVES.

Title VII (20 U.S.C. 7401 et seq.) is amended
by inserting after section 7105 the following:
“SEC. 7106. PERFORMANCE OBJECTIVES.

‘‘(a) IN GENERAL.—Each State educational
agency or local educational agency receiving
a grant under this part shall develop annual
numerical performance objectives that are
age-appropriate and developmentally-appro-
priate with respect to helping limited
English proficient students become pro-
ficient in English and improve overall aca-
demic performance based upon State and
local content and performance standards.
The objectives shall include incremental per-
centage increases for each fiscal year a State
educational agency or local educational
agency receives a grant under this title, in-
cluding increases from the preceding fiscal
year in the number of limited English pro-
ficient students demonstrating an increase
in performance on annual assessments con-
cerning reading, writing, speaking, and lis-
tening comprehension.

‘“(b) ACCOUNTABILITY.—Each State edu-
cational agency or local educational agency
receiving a grant under this title shall be
held accountable for meeting the annual nu-
merical performance objectives under this
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title and the adequate yearly progress levels
for limited English proficient students under
clauses (ii) and (iv) of section 1111(b)(2)(B).
Any State educational agency or local edu-
cational agency that fails to meet the an-
nual performance objectives shall be subject
to sanctions described in section 14515.

‘‘(c) PARENTAL NOTIFICATION.—

‘(1) IN GENERAL.—Each State educational
agency or local educational agency shall no-
tify a parent of a student who is partici-
pating in a language instruction educational
program under this title, in a manner and
form understandable to the parent, includ-
ing, if necessary and to the extent feasible,
in the native language of the parent, of—

‘““(A) the student’s level of English pro-
ficiency, how such level was assessed, the
status of the student’s academic achieve-
ment, and the implications of the student’s
educational strengths and needs for age-ap-
propriate and grade-appropriate academic
attainment, promotion, and graduation;

‘(B) what programs are available to meet
the student’s educational strengths and
needs, and how such programs differ in con-
tent and instructional goals from other lan-
guage instruction educational programs and,
in the case of a student with a disability,
how such available programs meet the objec-
tives of the individualized education pro-
gram of such a student; and

‘(C) the instructional goals of the lan-
guage instruction educational program, and
how the program will specifically help the
limited English proficient student learn
English and meet State and local content
and performance standards, including—

‘(i) the characteristics, benefits, and past
academic results of the language instruction
educational program and of instructional al-
ternatives; and

‘“(ii) the reasons the student was identified
as being in need of a language instruction
educational program.

‘“(2) OPTION TO DECLINE.—Each parent de-
scribed in paragraph (1) shall also be in-
formed that the parent has the option of de-
clining the enrollment of a student in a lan-
guage instruction educational program, and
shall be given an opportunity to decline such
enrollment if the parent so chooses.

‘“(3) SPECIAL RULE.—A student shall not be
admitted to, or excluded from, any federally
assisted language instruction educational
program solely on the basis of a surname or
language-minority status.”.

SEC. 133. REPORT CARDS.

Title XIV (20 U.S.C. 8801 et seq.) is amend-

ed by adding at the end the following:
“PART I—REPORT CARDS
“SEC. 14901. REPORT CARDS.

‘‘(a) GRANTS AUTHORIZED.—The Secretary
shall award a grant, from allotments under
subsection (b), to each State having a State
report card meeting the requirements de-
scribed in subsection (e), to enable the State,
and local educational agencies and schools in
the State, annually to publish report cards
for each elementary school and secondary
school that receives funding under this Act
and is served by the State.

*“(b) RESERVATIONS AND ALLOTMENTS.—

‘(1) RESERVATIONS.—From the amount ap-
propriated under subsection (j) to carry out
this part for each fiscal year, the Secretary
shall reserve—

“‘(A) %2 of 1 percent of such amount for pay-
ments to the Secretary of the Interior for ac-
tivities approved by the Secretary of Edu-
cation, consistent with this part, in schools
operated or supported by the Bureau of In-
dian Affairs, on the basis of their respective
needs for assistance under this part; and

“(B) Y2 of 1 percent of such amount for pay-
ments to outlying areas, to be allotted in ac-
cordance with their respective needs for as-
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sistance under this part, as determined by
the Secretary, for activities approved by the
Secretary, consistent with this part.

“2) STATE  ALLOTMENTS.—From  the
amount appropriated under subsection (j) for
a fiscal year and remaining after the Sec-
retary makes reservations under paragraph
(1), the Secretary shall allot to each State
having a State report card meeting the re-
quirements described in subsection (e) an
amount that bears the same relationship to
the remainder as the number of public school
students enrolled in elementary schools and
secondary schools in the State bears to the
number of such students so enrolled in all
States.

“(c) STATE RESERVATION OF FUNDS.—Each
State educational agency receiving a grant
under subsection (a) may reserve—

‘(1) not more than 10 percent of the grant
funds to carry out activities described in
subsections (e) and (g)(2) for fiscal year 2002;
and

‘“(2) not more than 5 percent of the grant
funds to carry out activities described in
subsections (e) and (g)(2) for fiscal year 2003
and each of the 3 succeeding fiscal years.

“(d) WITHIN-STATE ALLOCATIONS.—Each
State educational agency receiving a grant
under subsection (a) shall allocate the grant
funds that remain after making the reserva-
tion described in subsection (c¢) to each local
educational agency in the State in an
amount that bears the same relationship to
the remainder as the number of public school
students enrolled in elementary schools and
secondary schools served by the local edu-
cational agency bears to the number of such
students served by local educational agen-
cies within the State.

‘“(e) ANNUAL STATE REPORT CARD.—

‘(1) REPORT CARDS REQUIRED.—Not later
than the beginning of the 2002-2003 school
year, a State that receives assistance
under this Act shall prepare and dissemi-
nate an annual report card for parents,
the general public, teachers, and the Sec-
retary, with respect to all elementary
schools and secondary schools within the
State.

‘(2) REQUIRED INFORMATION.—Each State
described in paragraph (1), at a minimum,
shall include in the annual State report card
information regarding—

““(A) student performance on statewide as-
sessments for the year for which the annual
State report card is prepared and the pre-
ceding year, in at least English language
arts and mathematics, including—

‘(i) a comparison of the proportions of stu-
dents who performed at the basic, proficient,
and advanced levels in each subject area, for
each grade level for which assessments are
required under title I for the year for which
the report card is prepared, with proportions
in each of the same 3 levels in each subject
area at the same grade levels in the pre-
ceding school year;

‘‘(i1) a statement on the most recent 3-year
trend in the percentage of students per-
forming at the basic, proficient, and ad-
vanced levels in each subject area, for each
grade level for which assessments are re-
quired under title I; and

‘‘(iii) a statement of the percentage of stu-
dents not tested and a listing of categories of
the reasons why such students were not test-
ed;

“(B) student retention rates in each grade,
the number of students completing advanced
placement courses, annual school dropout
rates as calculated by procedures conforming
with the National Center for Education Sta-
tistics Common Core of Data, and 4-year
graduation rates; and

‘“(C) the professional qualifications of
teachers in the aggregate, including the per-
centage of teachers teaching with emergency
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or provisional credentials, the percentage of
class sections not taught by fully qualified
teachers, and the percentage of teachers who
are fully qualified.

‘“(3) STUDENT DATA.—Student data in each
report card shall contain disaggregated re-
sults for the following categories:

‘“(A) Racial and ethnic groups.

“(B) Gender groups.

‘(C) Economically disadvantaged students,
as compared with students who are not eco-
nomically disadvantaged.

“(D) Students with limited English pro-
ficiency, as compared with students who are
proficient in English.

‘“(E) Migrant status groups.

“(F) Students with disabilities, as com-
pared with students who are not disabled.

‘“(4) OPTIONAL INFORMATION.—A State may
include in the State annual report card any
other information the State determines ap-
propriate to reflect school quality and school
achievement, including by grade level infor-
mation on the following:

“‘(A) Average class size.

‘(B) School safety, such as the incidence of
school violence and drug and alcohol abuse.

‘(C) The incidence of student suspensions
and expulsions.

‘(D) Student access to technology, includ-
ing the number of computers for educational
purposes, the number of computers per class-
room, and the number of computers con-
nected to the Internet.

‘“(E) Parental involvement, as determined
by such measures as the extent of parental
participation in schools, parental involve-
ment activities, and extended learning time
programs, such as after-school and summer
programs.

“(f) LOCAL EDUCATIONAL AGENCY AND
SCHOOL REPORT CARDS.—

‘(1) IN GENERAL.—The State shall ensure
that each local educational agency, elemen-
tary school, and secondary school in the
State, collects appropriate data and pub-
lishes an annual report card consistent with
this subsection.

‘“(2) REQUIRED INFORMATION.—Each local
educational agency, elementary school, and
secondary school described in paragraph (1),
at a minimum, shall include in its annual re-
port card—

““(A) the information described in para-
graphs (2) and (3) of subsection (e) for each
local educational agency and school;

“(B) in the case of a local educational
agency—

‘(i) information regarding the number and
percentage of schools served by the local
educational agency that are identified for
school improvement, including schools iden-
tified under section 1116;

‘“(ii) information on the most recent 3-year
trend in the number and percentage of ele-
mentary schools and secondary schools
served by the local educational agency that
are identified for school improvement; and

‘“(iii) information on how students in the
schools served by the local educational agen-
cy performed on the statewide assessment
compared with students in the State as a
whole;

“(C) in the case of an elementary school or
a secondary school—

‘(i) information regarding whether the
school has been identified for school im-
provement;

‘“(ii) information on how the school’s stu-
dents performed on the statewide assessment
compared with students in schools served by
the same local educational agency and with
all students in the State; and

‘“(iii) information about the enrollment of
students compared with the rated capacity
of the schools; and
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‘(D) other appropriate information, re-
gardless of whether the information is in-
cluded in the annual State report.

‘() DISSEMINATION AND ACCESSIBILITY OF
REPORT CARDS.—

‘(1) REPORT CARD FORMAT.—Annual report
cards under this part shall be—

‘“(A) concise; and

‘“(B) presented in a format and manner
that parents can understand, including, to
the extent practicable, in a language the par-
ents can understand.

‘(2) STATE REPORT CARDS.—State annual
report cards under subsection (e) shall be dis-
seminated to all elementary schools, sec-
ondary schools, and local educational agen-
cies in the State, and made broadly available
to the public through means such as posting
on the Internet and distribution to the
media, and through public agencies.

“(3) LOCAL REPORT CARDS.—Local edu-
cational agency report cards under sub-
section (f) shall be disseminated to all ele-
mentary schools and secondary schools
served by the local educational agency and
to parents of students attending such
schools, and made broadly available to the
public through means such as posting on the
Internet and distribution to the media, and
through public agencies.

‘‘(4) SCHOOL REPORT CARDS.—Elementary
school and secondary school report cards
under subsection (f) shall be disseminated to
parents of students attending that school,
and made broadly available to the public
through means such as posting on the Inter-
net and distribution to the media, and
through public agencies.

“(h) COORDINATION OF STATE PLAN CON-
TENT.—A State shall include in its plan
under part A of title I or part B of title II,
an assurance that the State has in effect a
policy that meets the requirements of this
section.

‘(i) PRIVAcY.—Information collected under
this section shall be collected and dissemi-
nated in a manner that protects the privacy
of individuals.

“(j) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this part $5,000,000 for fiscal year
2002 and such sums as may be necessary for
each of the 4 succeeding fiscal years.

“PART J—ADDITIONAL PERFORMANCE

AND ACCOUNTABILITY PROVISIONS
“SEC. 14911. REWARDING HIGH PERFORMANCE.

‘‘(a) STATE REWARDS.—

‘(1) IN GENERAL.—From amounts appro-
priated under subsection (d), the Secretary
shall make awards to States that—

‘“(A) for 3 consecutive years have—

‘(i) exceeded the State performance goals
and objectives established for any title under
this Act;

‘‘(ii) exceeded the adequate yearly progress
levels established under section 1111(b)(2);

‘“(iii) significantly narrowed the gaps be-
tween minority and nonminority students,
and between economically disadvantaged
students and students who are not economi-
cally disadvantaged;

“‘(iv) raised all students to the proficient
standard level prior to 10 years after the date
of enactment of the School Improvement Ac-
countability Act; or

‘“(v) significantly increased the percentage
of core classes being taught by fully quali-
fied teachers, in schools receiving funds
under part A of title I; or

‘(B) by not later than fiscal year 2005, en-
sure that all teachers teaching in the State
public elementary schools and secondary
schools are fully qualified.

‘“(2) STATE USE OF FUNDS.—

““(A) DEMONSTRATION SITES.—Each State
receiving an award under paragraph (1) shall
use a portion of the award funds that are not
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distributed under subsection (b) to establish
demonstration sites with respect to high-per-
forming schools (based upon achievement, or
performance levels and adequate yearly
progress) in order to help low-performing
schools.

¢“(B) IMPROVEMENT OF PERFORMANCE.—Each
State receiving an award under paragraph (1)
shall use the portion of the award funds that
are not used pursuant to subparagraph (A) or
(C) and are not distributed under subsection
(b) for the purpose of improving the level of
performance of all elementary school and
secondary school students in the State,
based upon State content and performance
standards.

¢“(C) RESERVATION FOR ADMINISTRATIVE EX-
PENSES.—Each State receiving an award
under paragraph (1) may set aside not more
than %2 of 1 percent of the award funds for
the planning and administrative costs of car-
rying out this section, including the costs of
distributing awards to 1local educational
agencies.

“(b) LOCAL
AWARDS.—

‘(1) IN GENERAL.—Each State receiving an
award under subsection (a)(1) shall distribute
80 percent of the award funds to local edu-
cational agencies in the State that—

‘“(A) for 3 consecutive years have—

‘(i) exceeded the State-established local
educational agency performance goals and
objectives established for any title under
this Act;

‘‘(i1) exceeded the adequate yearly progress
levels established under section 1111(b)(2);

‘(iii) significantly narrowed the gaps be-
tween minority and nonminority students,
and between economically disadvantaged
students and students who are not economi-
cally disadvantaged;

‘“(iv) raised all students enrolled in schools
served by the local educational agency to the
proficient standard level prior to 10 years
from the date of enactment of the School Im-
provement Accountability Act; or

‘“(v) significantly increased the percentage
of core classes being taught by fully quali-
fied teachers, in schools receiving funds
under part A of title I;

‘(B) not later than December 31, 2005, en-
sure that all teachers teaching in the ele-
mentary schools and secondary schools
served by the local educational agency are
fully qualified; or

‘(C) have attained consistently high
achievement in another area that the State
determines appropriate to reward.

¢“(2) SCHOOL-BASED PERFORMANCE AWARDS.—
A local educational agency shall use funds
made available under paragraph (1) for ac-
tivities described in subsection (c) such as
school-based performance awards.

‘“(3) RESERVATION FOR ADMINISTRATIVE EX-
PENSES.—Each local educational agency re-
ceiving an award under paragraph (1) may
set aside not more than % of 1 percent of the
award funds for the planning and administra-
tive costs of carrying out this section, in-
cluding the costs of distributing awards to
eligible elementary schools and secondary
schools, teachers, and principals.

“(c) ScHOOL REWARDS.—Each local edu-
cational agency receiving an award under
subsection (b) shall consult with teachers
and principals to develop a reward system,
and shall use the award funds—

‘(1) to reward individual schools that dem-
onstrate high performance with respect to—

‘“(A) increasing the academic achievement
of all students;

‘(B) narrowing the academic achievement
gap described in section 1111(b)(2)(B)(iv);

‘(C) improving teacher quality;

‘(D) increasing high-quality professional
development for teachers, principals, and ad-
ministrators; or
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“(BE) improving the English proficiency of
limited English proficient students;

‘“(2) to reward collaborative teams of
teachers, or teams of teachers and prin-
cipals, that—

‘“(A) significantly increase the annual per-
formance of low-performing students; or

‘(B) significantly improve in a fiscal year
the English proficiency of limited English
proficient students;

‘“(3) to reward principals who successfully
raise the performance of a substantial num-
ber of low-performing students to high aca-
demic levels;

‘“(4) to develop or implement school dis-
trict-wide programs or policies to increase
the level of student performance on State as-
sessments that are aligned with State con-
tent standards; and

““(5) to reward schools for consistently high
achievement in another area that the local
educational agency determines appropriate
to reward.

‘(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this section $200,000,000 for fiscal
year 2002, and such sums as may be necessary
for each of the 4 succeeding fiscal years.

‘“(e) DEFINITION.—The term ‘low-per-
forming student’ means a student who is
below a basic State standard level.”.

SEC. 134. ADDITIONAL ACCOUNTABILITY PROVI-
SIONS.

Part E of title XIV (20 U.S.C. 8891 et seq.)
is amended by adding at the end the fol-
lowing:

“SEC. 14515. ADDITIONAL ACCOUNTABILITY PRO-
VISIONS.

‘“‘(a) IN GENERAL.—Notwithstanding any
other provision of this Act, a recipient of
funds provided for a fiscal year under part A
of title I, part A or C of title III, part A of
title IV, part A of title V, or title VII, shall
include—

(1) in the plans or applications required
under such part or title—

(A) the methods the recipient will use to
measure the annual impact of each program
funded in whole or in part with funds pro-
vided under such part or title and, if applica-
ble, the extent to which each such program
will increase student academic achievement;

(B) the annual, quantifiable, and measur-
able performance goals and objectives for
each such program, and the extent to which,
if applicable, the program’s performance
goals and objectives align with State content
standards and State student performance
standards established under section
1111(b)(1)(A); and

(C) if the recipient is a local educational
agency, assurances that the local edu-
cational agency consulted, at a minimum,
with parents, school board members, teach-
ers, administrators, business partners, edu-
cation organizations, and community groups
to develop the plan or application submitted
and that such consultation will continue on
a regular basis; and

‘‘(2) in the reports required under such part
or title, a report for the preceding fiscal year
regarding how the plan or application sub-
mitted for such fiscal year under such part
or title was implemented, the recipient’s
progress toward attaining the performance
goals and objectives identified in the plan or
application for such year, and, if applicable,
the extent to which programs funded in
whole or in part with funds provided under
such part or title increased student achieve-
ment.

‘““(b) PENALTIES.—If a recipient of funds
under a part or title described in subsection
(a) fails to meet the performance goals and
objectives of the part or title for 3 consecu-
tive fiscal years, the Secretary shall—

‘(1) withhold not less than 50 percent of
the funds made available under the relevant
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program for administrative expenses for the
succeeding fiscal year, and for each consecu-
tive fiscal year until the recipient meets
such performance goals and objectives; and

‘(2) in the case of—

““(A) a competitive grant (as determined by
the Secretary), consider the recipient ineli-
gible for grants under the part or title until
the recipient meets such performance goals
and objectives; and

‘(B) a formula grant (as determined by the
Secretary), withhold not less than 20 percent
of the total amount of funds provided under
title VI for the succeeding fiscal year and
each consecutive fiscal year until the recipi-
ent meets such goals and objectives.

‘‘(c) OTHER PENALTIES.—A State that has
not met the requirements of subsection
(a)(1)(B) with respect to a fiscal year—

‘(1) shall not be eligible for designation as
an Ed-Flex Partnership State under the Edu-
cation Flexibility Partnership Act of 1999
until the State meets the requirements of
subsection (a)(1)(B); and

‘“(2) shall be subject to such other penalties
as are provided in this Act for failure to

meet the requirements of subsection
(a)(1)(B).
“(d) SPECIAL RULE FOR SECRETARY
AWARDS.—

‘(1) IN GENERAL.—Notwithstanding any
other provision of this Act, a recipient of
funds provided under a direct award made by
the Secretary, or a contract or cooperative
agreement entered into with the Secretary,
for a program shall include the following in-
formation in any application or plan re-
quired for such program:

‘““(A) How funds provided under the pro-
gram will be used and how such use will in-
crease student academic achievement.

‘“(B) The goals and objectives to be met, in-
cluding goals for dissemination and use of
the information or materials produced,
where applicable.

“(C) If the grant requires dissemination of
information or materials, how the recipient
will track and report annually to the Sec-
retary—

‘(i) the successful dissemination of infor-
mation or materials produced;

‘‘(ii) where information or materials pro-
duced are being used; and

‘‘(iii) the impact of such use and, if appli-
cable, the extent to which such use increased
student academic achievement or contrib-
uted to the stated goal of the program.

‘(2) REQUIREMENT.—If no application or
plan is required under a program described in
paragraph (1), the Secretary shall require the
recipient of funds to submit a plan con-
taining the information required under para-
graph (1).

‘“(3) FAILURE TO ACHIEVE GOALS AND OBJEC-
TIVES.—

‘““(A) IN GENERAL.—The Secretary shall
evaluate the information submitted under
this subsection to determine whether the re-
cipient has met the goals and objectives de-
scribed in paragraph (1)(B), where applicable,
assess the magnitude of dissemination de-
scribed in paragraph (1)(C), and, where appli-
cable, assess the effectiveness of the activity
funded in raising student academic achieve-
ment in places where information or mate-
rials produced with such funds are used.

‘(B) INELIGIBILITY.—The Secretary shall
consider the recipient ineligible for grants,
contracts, or cooperative agreements under
the program described in paragraph (1) if—

‘(i) the goals and objectives described in
paragraph (1)(B) have not been met;

‘“(ii) where applicable, the dissemination
has not been of a magnitude to ensure goals
and objectives are being addressed; and

‘“(iii) where applicable, the information or
materials produced have not made a signifi-
cant impact on raising student achievement
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in places where such information or mate-
rials are used.”.

TITLE II—CLOSING THE ACHIEVEMENT

Subtitle A—Reauthorization of Programs
SEC. 201. AUTHORIZATION OF APPROPRIATIONS.

(a) IN GENERAL.—Section 1002(a) (20 U.S.C.
6302(a)) is amended by striking ‘‘appropriated
$7,400,000,000 for fiscal year 1995 and all that
follows through the period and inserting the
following: ‘‘appropriated—

‘(1) $11,000,000,000 for fiscal year 2002;

€“(2) $13,000,000,000 for fiscal year 2003;

€“(3) $15,000,000,000 for fiscal year 2004;

“(4) $15,000,000,000 for fiscal year 2005; and

““(5) $15,000,000,000 for fiscal year 2006."".

(b) REVIEW OF ALLOCATIONS.—The Sec-
retary of Education shall annually review
the manner in which funds are allocated
under title I of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6301
et seq.) to ensure that local education agen-
cies with the highest need are receiving
funds in proportion to that need as compared
to other local education agencies.

Subtitle B—Options: Opportunities to
Improve our Nation’s Schools
SEC. 211. OPTIONS: OPPORTUNITIES TO IMPROVE
OUR NATION’S SCHOOLS.

Title V (20 U.S.C. 7201 et seq.) is amended
by adding at the end the following:

“PART D—OPTIONS: OPPORTUNITIES TO

IMPROVE OUR NATION’S SCHOOLS
“SEC. 5401. PURPOSE.

“It is the purpose of this part to identify
and support innovative approaches to high-
quality public school choice by providing fi-
nancial assistance for the demonstration, de-
velopment, implementation, and evaluation
of, and the dissemination of information
about, public school choice programs that
stimulate educational innovation for all pub-
lic schools and contribute to standards-based
school reform efforts.

“SEC. 5402. GRANTS.

‘“(a) IN GENERAL.—From funds appro-
priated under section 5405(a) and not re-
served under section 5405(b), the Secretary is
authorized to make grants to State and local
educational agencies to support programs
that promote innovative approaches to high-
quality public school choice.

‘“(b) DURATION.—A grant under this part
shall not be awarded for a period that ex-
ceeds 3 years.

“SEC. 5403. USES OF FUNDS.

‘‘(a) USES OF FUNDS.—

‘(1) IN GENERAL.—Funds under this part
may be used to demonstrate, develop, imple-
ment, and evaluate, and to disseminate in-
formation about, innovative approaches to
broaden public elementary school and sec-
ondary school choice, including the design
and development of new public school choice
options, the development of new strategies
for overcoming barriers to effective public
school choice, and the design and develop-
ment of public school choice systems that
promote high standards for all students and
the continuous improvement of all such pub-
lic schools.

‘(2) EXAMPLES.—The approaches described
in paragraph (1) at the school, school dis-
trict, and State levels may include—

‘““(A) inter school district approaches to
public school choice, including approaches
that increase equal access to high-quality
educational programs and diversity in
schools;

‘“(B) public elementary and secondary pro-
grams that involve partnerships with insti-
tutions of higher education and that are lo-
cated on the campuses of the institutions;

“(C) programs that allow students in pub-
lic secondary schools to enroll in postsec-
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ondary courses and to receive both sec-
ondary and postsecondary academic credit;

‘(D) worksite satellite schools, in which
State or local educational agencies form
partnerships with public or private employ-
ers, to create public schools at parents’
places of employment; and

‘““(E) approaches to school desegregation
that provide students and parents choice
through strategies other than magnet
schools.

“(b) LIMITATIONS.—Funds under this part—

‘(1) shall supplement, and not supplant,
non-Federal funds expended for existing pro-
grams;

‘(2) may be used for providing transpor-
tation services or costs, except that not
more than 10 percent of the funds received
under this part may be used by the local edu-
cational agency to provide such services or
costs;

““(3) may be used for improving low per-
forming schools that lose students as a re-
sult of school choice plans, except that not
more than 10 percent of the funds under this
part may be used by the local educational
agency for the improvement of low per-
forming schools; and

‘“(4) shall not be used to fund programs
that are authorized under part C, D, or E.

“SEC. 5404. GRANT APPLICATION; PRIORITIES.

‘‘(a) APPLICATION REQUIRED.—A State or
local educational agency desiring to receive
a grant under this part shall submit an ap-
plication to the Secretary in such form and
containing such information as the Sec-
retary may require.

“‘(b) APPLICATION CONTENTS.—Each applica-
tion shall include—

‘(1) a description of the program for which
funds are sought and the goals for such pro-
gram;

‘“(2) a description of how the program fund-
ed under this part will be coordinated with,
and will complement and enhance, programs
under other related Federal and non-Federal
programs;

‘“(3) if the program includes partners, the
name of each partner and a description of
the partner’s responsibilities; and

‘“(4) a description of the policies and proce-
dures the agency will use to ensure—

“‘(A) that priority is provided to parents of
students attending schools identified for
school improvement under section 1116 in ex-
ercising choice among schools;

‘(B) that priority is provided to parents of
students who want to stay enrolled at a
school;

‘“(C) the agency’s accountability for re-
sults, including the agency’s goals and per-
formance indicators;

‘(D) that the program is open and acces-
sible to, and will promote high academic
standards for, all students regardless of the
achievement level or disability of the stu-
dents and the family income of the families
of the students;

‘“(E) that all parents are provided with eas-
ily comprehensible information about var-
ious school options, including information
on instructional approaches at different
schools, resources, and transportation that
will be provided at or for the schools on an
annual basis;

‘“(F) that all parents are given timely no-
tice about opportunities to choose which
school their child will attend the following
year and the period during which the choice
may be made;

‘(G) that limitations on transfers between
schools only occur because of facilities con-
straints, statutory class size limits, and
local efforts to ensure that schools reflect
the diversity of the communities in which
the schools are located;
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‘“‘(H) that a lottery or other random system
be established for parents of students wish-
ing to attend a school that cannot receive all
students wishing to attend; and

‘(I) that the program is carried out in a
manner consistent with Federal law, includ-
ing court orders, such as desegregation or-
ders, issued to enforce Federal law.

‘‘(c) PRIORITIES.—

‘(1) IN GENERAL.—The Secretary shall give
a priority to applications for programs that
will serve high-poverty local educational
agencies.

‘“(2) PERMISSIVE.—The Secretary may give
a priority to applications demonstrating
that the State or local educational agency
will carry out the agency’s program in part-
nership with one or more public or private
agencies, organizations, or institutions, in-
cluding institutions of higher education and
public or private employers.

“SEC. 5405. AUTHORIZATION OF APPROPRIA-
TIONS; RESERVATION; EVALUA-
TIONS.

‘“(a) AUTHORIZATION OF APPROPRIATIONS.—
For the purpose of carrying out this part,
there are authorized to be appropriated
$100,000,000 for each of fiscal years 2002
through 2006.

“(b) RESERVATION FOR EVALUATION, TECH-
NICAL ASSISTANCE, AND DISSEMINATION.—
From the amount appropriated under sub-
section (a) for any fiscal year, the Secretary
may reserve not more than 5 percent to
carry out evaluations under subsection (c),
to provide technical assistance, and to dis-
seminate information.

‘‘(c) EVALUATIONS.—The Secretary may use
funds reserved under subsection (b) to carry
out one or more evaluations of programs as-
sisted under this part, which, at a minimum,
shall address—

‘(1) how, and the extent to which, the pro-
grams supported with funds under this part
promote educational equity and excellence;
and

‘(2) the extent to which public schools of
choice supported with funds under this part
are—

‘‘(A) held accountable to the public;

‘“(B) effective in improving public edu-
cation; and

‘(C) open and accessible to all students.”.

Subtitle C—Parental Involvement
SEC. 221. STATE PLANS.

Section 1111 (20 U.S.C. 6311) is amended—

(1) by redesignating subsections (d)
through (g) as subsections (e) through (h), re-
spectively; and

(2) by inserting after subsection (c¢) the fol-
lowing:

“(d) PARENTAL INVOLVEMENT.—Each State
plan shall demonstrate that the State will
support, in collaboration with the regional
educational laboratories, the collection and
dissemination to local educational agencies
and schools of effective parental involve-
ment practices. Such practices shall—

‘(1) be based on the most current research
on effective parental involvement that fos-
ters achievement to high standards for all
children; and

‘(2) be geared toward lowering barriers to
greater participation in school planning, re-
view, and improvement experienced by par-
ents.”.

SEC. 222. PARENTAL ASSISTANCE.

Part D of title I (20 U.S.C. 6421 et seq.) is
amended to read as follows:

“PART D—PARENTAL ASSISTANCE AND

CHILD OPPORTUNITY
“Subpart I—Parental Assistance”.
“SEC. 1401. PARENTAL INFORMATION AND RE-
SOURCE CENTERS.

‘‘(a) PURPOSE.—The purpose of this part

is—
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‘(1) to provide leadership, technical assist-
ance, and financial support to nonprofit or-
ganizations and local educational agencies
to help the organizations and agencies im-
plement successful and effective parental in-
volvement policies, programs, and activities
that lead to improvements in student per-
formance;

‘“(2) to strengthen partnerships among par-
ents (including parents of preschool age chil-
dren), teachers, principals, administrators,
and other school personnel in meeting the
educational needs of children;

‘“(3) to develop and strengthen the rela-
tionship between parents and the school;

‘“(4) to further the developmental progress
primarily of children assisted under this
part; and

“(5) to coordinate activities funded under
this part with parental involvement initia-
tives funded under section 1118 and other
provisions of this Act.

“(b) GRANTS AUTHORIZED.—

‘(1) IN GENERAL.—The Secretary is author-
ized to award grants in each fiscal year to
nonprofit organizations, and nonprofit orga-
nizations in consortia with local educational
agencies, to establish school-linked or
school-based parental information and re-
source centers that provide training, infor-
mation, and support to—

‘“(A) parents of children enrolled in ele-
mentary schools and secondary schools;

‘(B) individuals who work with the parents
described in subparagraph (A); and

‘“(C) State educational agencies, local edu-
cational agencies, schools, organizations
that support family-school partnerships
(such as parent-teacher associations), and
other organizations that carry out parent
education and family involvement programs.

‘(2) AWARD RULE.—In awarding grants
under this part, the Secretary shall ensure
that such grants are distributed in all geo-
graphic regions of the United States.

“SEC. 1402. APPLICATIONS.

“‘(a) GRANTS APPLICATIONS.—

‘(1) IN GENERAL.—Each nonprofit organiza-
tion or nonprofit organization in consortium
with a local educational agency that desires
a grant under this part shall submit an ap-
plication to the Secretary at such time and
in such manner as the Secretary shall re-
quire.

‘“(2) CONTENTS.—Each application sub-
mitted under paragraph (1), at a minimum,
shall include assurances that the organiza-
tion or consortium will—

““(A)() be governed by a board of directors
the membership of which includes parents;
or

‘“(ii) be an organization or consortium that
represents the interests of parents;

‘(B) establish a special advisory com-
mittee the membership of which includes—

‘1) parents described in section
1401(b)(1)(A);

‘“(i1) representatives of education profes-
sionals with expertise in improving services
for disadvantaged children; and

‘‘(iii) representatives of local elementary
schools and secondary schools who may in-
clude students and representatives from
local youth organizations;

“(C) use at least Y2 of the funds provided
under this part in each fiscal year to serve
areas with high concentrations of low-in-
come families in order to serve parents who
are severely educationally or economically
disadvantaged;

‘(D) operate a center of sufficient size,
scope, and quality to ensure that the center
is adequate to serve the parents in the area;

““(E) serve both urban and rural areas;

‘“(F') design a center that meets the unique
training, information, and support needs of
parents described in section 1401(b)(1)(A),
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particularly such parents who are education-
ally or economically disadvantaged;

‘“(G) demonstrate the capacity and exper-
tise to conduct the effective training, infor-
mation and support activities for which as-
sistance is sought;

‘‘(H) network with—

‘(i) local educational agencies and schools;

‘“(ii) parents of children enrolled in ele-
mentary schools and secondary schools;

‘“(iii) parent training and information cen-
ters assisted under section 682 of the Individ-
uals with Disabilities Education Act;

‘‘(iv) clearinghouses; and

“(v) other organizations and agencies;

‘() focus on serving parents described in
section 1401(b)(1)(A) who are parents of low-
income, minority, and limited English pro-
ficient, children;

‘“(J) use part of the funds received under
this part to establish, expand, or operate
Parents as Teachers programs or Home In-
struction for Preschool Youngsters pro-
grams;

“(K) provide assistance to parents in such
areas as understanding State and local
standards and measures of student and
school performance; and

‘(L) work with State and local educational
agencies to determine parental needs and de-
livery of services.

“(b) GRANT RENEWAL.—For each fiscal year
after the first fiscal year an organization or
consortium receives assistance under this
part, the organization or consortium shall
demonstrate in the application submitted for
such fiscal year after the first fiscal year
that a portion of the services provided by the
organization or consortium is supported
through non-Federal contributions, which
contributions may be in cash or in kind.
“SEC. 1403. USES OF FUNDS.

‘“(a) IN GENERAL.—Grant funds received
under this part shall be used—

(1) to assist parents in participating effec-
tively in their children’s education and to
help their children meet State and local
standards, such as assisting parents—

‘““(A) to engage in activities that will im-
prove student performance, including under-
standing the accountability systems in place
within their State educational agency and
local educational agency and understanding
their children’s educational performance in
comparison to State and local standards;

‘“(B) to provide followup support for their
children’s educational achievement;

“(C) to communicate effectively with
teachers, principals, counselors, administra-
tors, and other school personnel;

‘(D) to become active participants in the
development, implementation, and review of
school-parent compacts, parent involvement
policies, and school planning and improve-
ment;

‘“(BE) to participate in the design and provi-
sion of assistance to students who are not
making adequate educational progress;

‘“(F) to participate in State and local deci-
sionmaking; and

‘(G) to train other parents;

‘(2) to obtain information about the range
of options, programs, services, and resources
available at the national, State, and local
levels to assist parents and school personnel
who work with parents;

‘(3) to help the parents learn and use the
technology applied in their children’s edu-
cation;

‘“(4) to plan, implement, and fund activities
for parents that coordinate the education of
their children with other Federal programs
that serve their children or their families;
and

‘(6) to provide support for State or local
educational personnel if the participation of
such personnel will further the activities as-
sisted under the grant.



January 22, 2001

“‘(b) PERMISSIVE ACTIVITIES.—Grant funds
received under this part may be used to as-
sist schools with activities such as—

‘(1) developing and implementing their
plans or activities under sections 1118 and
1119; and

‘“(2) developing and implementing school
improvement plans, including addressing
problems that develop in the implementa-
tion of sections 1118 and 1119.

“(3) providing information about assess-
ment and individual results to parents in a
manner and a language the family can un-
derstand;

‘“(4) coordinating the efforts of Federal,
State, and local parent education and family
involvement initiatives; and

‘() providing training, information, and

support to—
“‘(A) State educational agencies;
‘“(B) local educational agencies and

schools, especially those local educational
agencies and schools that are low per-
forming; and

“(C) organizations that support family-
school partnerships.

‘‘(c) GRANDFATHER CLAUSE.—The Secretary
shall use funds made available under this
part to continue to make grant or contract
payments to each entity that was awarded a
multiyear grant or contract under title IV of
the Goals 2000: Educate America Act (as such
title was in effect on the day before the date
of enactment of the Educational Excellence
for All Learners Act of 2001) for the duration
of the grant or contract award.

“SEC. 1403A. LOCAL FAMILY INFORMATION CEN-
TERS.

‘‘(a) CENTERS AUTHORIZED.—The Secretary
shall award grants to, and enter into con-
tracts and cooperative agreements with,
local nonprofit parent organizations to en-
able the organizations to support local fam-
ily information centers that help ensure that
parents of students in schools assisted under
part A have the training, information, and
support the parents need to enable the par-
ents to participate effectively in helping
their children to meet challenging State
standards.

““(b) DEFINITION OF LOCAL NONPROFIT PAR-
ENT ORGANIZATION.—In this section, the term
‘local nonprofit parent organization’ means a
private nonprofit organization (other than
an institution of higher education) that—

‘(1) has a demonstrated record of working
with low-income individuals and parents;

““(2)(A) has a board of directors the major-
ity of whom are parents of students in
schools that are assisted under part A and lo-
cated in the geographic area to be served by
the center; or

‘“(B) has a special governing committee to
direct and implement the center, a majority
of the members of whom are parents of stu-
dents in schools assisted under part A; and

““(8) is located in a community with
schools that receive funds under part A, and
is accessible to the families of students in
those schools.

“(c) REQUIRED CENTER ACTIVITIES.—Each
center assisted under this section shall be
exempt from the uses of funds requirements
under section 1403 and shall instead—

‘(1) provide training, information, and sup-
port that meets the needs of parents of chil-
dren in schools assisted under part A who are
served through the grant, contract, or coop-
erative agreement, particularly underserved
parents, low-income parents, parents of stu-
dents with limited English proficiency, par-
ents of students with disabilities, and par-
ents of students in schools identified for
school improvement or corrective action
under section 1116(c);

‘(2) help families of students enrolled in a
school assisted under part A to understand
and participate in all of the provisions of
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this Act designed to improve the achieve-
ment of students in the school;

“(3) provide information in a language and
form that parents understand, including tak-
ing steps to ensure that underserved parents,
low-income parents, parents with limited
English proficiency, parents of students with
disabilities, or parents of students in schools
identified for school improvement or correc-
tive action, are effectively informed and as-
sisted;

‘“(4) assist parents to—

‘“(A) understand what their child’s school
is doing to enable students at the school to
meet the State and local standards, includ-
ing understanding the curriculum and in-
structional methods the school is using to
help the students meet the standards;

‘(B) better understand their child’s edu-
cational needs, where their child stands with
respect to State standards, how the school is
addressing the child’s education needs, and
how they can work with their child to in-
crease the child’s academic achievement;

‘(C) participate in the decisionmaking
processes at the school, school district, and
State levels;

‘(D) understand and benefit from the pro-
visions of other Federal education programs;
and

‘“(E) understand public school choice op-
tions available in the local community, in-
cluding magnet schools, charter schools, and
alternative schools;

‘“(5) be designed to meet the specific needs
of families who experience significant isola-
tion from available sources of information
and support; and

‘“(6) report annually to the Secretary re-
garding measures, determined by the Sec-
retary, that indicate the program’s effective-
ness in reaching underserved parents and de-
veloping meaningful parent involvement in
schools assisted under part A.

‘“(c) APPLICATION REQUIREMENTS.—Each
local nonprofit parent organization desiring
assistance under this section shall submit to
the Secretary an application (in place of the
application required under section 1402) at
such time, in such manner, and accompanied
by such information as the Secretary may
require. Each such application shall—

‘(1) describe how the organization will use
the assistance to help families under this
section;

‘“(2) describe what steps the organization
has taken to meet with school district or
school personnel in the geographic area to be
served by the center in order to inform the
personnel of the plan and application for the
assistance; and

‘“(3) identify with specificity the special ef-
forts that the organization will take—

‘“(A) to ensure that the needs for training,
information, and support for parents of stu-
dents in schools assisted under part A, par-
ticularly underserved parents, low-income
parents, parents with limited English pro-
ficiency, parents of students with disabil-
ities, and parents of students in schools iden-
tified for school improvement or corrective
action, are effectively met; and

‘(B) to work with community-based orga-
nizations.

¢‘(d) DISTRIBUTION OF FUNDS.—

‘(1) ALLOCATION OF FUNDS.—The Secretary
shall make at least 2 awards of assistance
under this section to a local nonprofit parent
organization in each State, unless the Sec-
retary does not receive at least 2 applica-
tions from such organizations in a State of
sufficient quality to warrant providing the
assistance in the State.

‘(2) SELECTION REQUIREMENT FOR LOCAL
FAMILY INFORMATION CENTERS.—

‘“(A) IN GENERAL.—The Secretary shall se-
lect local nonprofit parent organizations in a
State to receive assistance under this sec-
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tion in a manner that ensures the provision
of the most effective assistance to low-in-
come parents of students in schools assisted
under part A.

‘“(B) PRIORITY.—The Secretary shall give
priority to—

‘(i) non-profit parent organizations that
are located in rural and urban areas in the
State where the percentage of students from
families at or below the poverty line is
greater than the median, as determined by
the State; and

‘‘(ii) areas with high school dropout rates,
high percentages of limited English pro-
ficient students, or schools identified for
school improvement or corrective action
under section 1116(c).

“SEC. 1404. TECHNICAL ASSISTANCE.

“The Secretary shall provide technical as-
sistance, by grant or contract, for the estab-
lishment, development, and coordination of
parent training, information, and support
programs and parental information and re-
source centers.

“SEC. 1405. REPORTS.

‘‘(a) INFORMATION.—Each organization or
consortium receiving assistance under this
part shall submit to the Secretary, on an an-
nual basis, information concerning the pa-
rental information and resource centers as-
sisted under this part, including—

‘(1) the number of parents (including the
number of minority and limited English pro-
ficient parents) who receive information and
training;

‘“(2) the types and modes of training, infor-
mation, and support provided under this
part;

‘“(3) the strategies used to reach and serve
parents of minority and limited English pro-
ficient children, parents with limited 1lit-
eracy skills, and other parents in need of the
services provided under this part;

‘“(4) the parental involvement policies and
practices used by the center and an evalua-
tion of whether such policies and practices
are effective in improving home-school com-
munication, student achievement, student
and school performance, and parental in-
volvement in school planning, review, and
improvement; and

‘() the effectiveness of the activities that
local educational agencies and schools are
carrying out with regard to parental involve-
ment and other activities assisted under this
Act that lead to improved student achieve-
ment and improved student and school per-
formance.

‘“(b) DISSEMINATION.—The Secretary annu-
ally shall disseminate, widely to the public
and to Congress, the information that each
organization or consortium submits under
subsection (a) to the Secretary.

“SEC. 1406. GENERAL PROVISIONS.

“Notwithstanding any other provision of
this part—

‘(1) no person, including a parent who edu-
cates a child at home, a public school parent,
or a private school parent, shall be required
to participate in any program of parent edu-
cation or developmental screening pursuant
to the provisions of this part; and

‘“(2) no program or center assisted under
this part shall take any action that infringes
in any manner on the right of a parent to di-
rect the education of their children.”.

TITLE ITI—-NATIONAL PRIORITIES WITH

PROVEN EFFECTIVENESS
Subtitle A—Qualified Teacher in Every
Classroom
SEC. 301. TEACHER QUALITY.

(a) IN GENERAL.—Title II (20 U.S.C. 6601 et
seq.) is amended by striking the title head-
ing and all that follows through the end of
part A and inserting the following:
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“TITLE II—QUALIFIED TEACHER IN EVERY
CLASSROOM
“PART A—TEACHER QUALITY
“SEC. 2001. PURPOSES.

“The purposes of this part are the fol-
lowing:

‘(1) To improve student achievement in
order to help every student meet State con-
tent and student performance standards.

¢“(2) To—

‘“(A) enable States, local educational agen-
cies, and schools to improve the quality and
success of the teaching force by providing all
teachers, including beginning and veteran
teachers, with the support those teachers
need to succeed and stay in teaching, by pro-
viding professional development and men-
toring programs for teachers, by offering in-
centives for additional qualified individuals
to go into teaching, by reducing out-of-field
placement of teachers, and by reducing the
number of teachers with emergency creden-
tials; and

‘(B) hold the States, agencies, and schools
accountable for such improvements.

““(3) To support State and local efforts to
recruit qualified teachers to address teacher
shortages, particularly in communities with
the greatest need.

‘“(4) To ensure that underqualified and in-
experienced teachers do not teach higher
percentages of low-income students and mi-
nority students than other students.

“SEC. 2002. DEFINITIONS.

“In this part:

‘(1) BEGINNING TEACHER.—The term ‘begin-
ning teacher’ means a fully qualified teacher
who has taught for 3 years or less.

‘“(2) CORE ACADEMIC SUBJECTS.—The term
‘core academic subjects’ means—

“‘(A) mathematics;

‘(B) science;

‘“(C) reading
English;

‘(D) social studies (consisting of history,
civics, government, geography, and econom-
ics);

‘“(E) foreign languages; and

‘““(F) fine arts (consisting of music, dance,
drama, and the visual arts).

‘“(3) COVERED RECRUITMENT.—The term
‘covered recruitment’ means activities de-
scribed in section 2017(c).

‘“(4) FULLY QUALIFIED.—

‘““(A) IN GENERAL.—The term ‘fully quali-
fied’, used with respect to a teacher, means
a teacher who—

‘(1)) is certified or licensed and has dem-
onstrated the academic subject knowledge,
teaching knowledge, and teaching skills nec-
essary to teach effectively in the academic
subject in which the teacher teaches, accord-
ing to the standards described in subpara-
graph (B) or (C), as appropriate; and

‘“(IT) shall not be a teacher for whom State
certification or licensing requirements have
been waived or who is teaching under an
emergency; or

‘‘(ii) meets the standards of the National
Board for Professional Teaching Standards.

‘“(B) ELEMENTARY SCHOOL INSTRUCTIONAL
STAFF.—For purposes of complying with sub-
paragraph (A)(i), each elementary school
teacher (other than a middle school teacher)
in the State shall, at a minimum—

‘(i) have State certification or a State li-
cense to teach (which may include certifi-
cation or licensing obtained through alter-
native routes); and

‘(ii) hold a bachelor’s degree and dem-
onstrate the academic subject knowledge,
teaching knowledge, and teaching skills re-
quired to teach effectively in reading, writ-
ing, mathematics, social studies, science,
and other academic subjects.

¢(C) MIDDLE SCHOOL AND SECONDARY SCHOOL
INSTRUCTIONAL STAFF.—For purposes of com-

(or language arts) and
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plying with subparagraph (A)(i), each middle
school or secondary school teacher in the
State shall, at a minimum—

‘“(i) have State certification or a State li-
cense to teach (which may include certifi-
cation or licensing obtained through alter-
native routes); and

‘(ii) hold a bachelor’s degree or higher de-
gree and demonstrate a high level of com-
petence in all academic subjects in which the
teacher teaches through—

‘“(I) achievement of a high level of per-
formance on rigorous academic subject tests;

“(II) completion of an academic major (or
courses totaling an equivalent number of
credit hours) in each of the academic sub-
jects in which the teacher teaches; or

‘(II1) for a teacher hired prior to the date
of enactment of the Educational Opportuni-
ties Act, completion of appropriate
coursework for mastery of such academic
subjects.

‘“(6) HIGH-POVERTY.—The term ‘high-pov-
erty’, used with respect to a school, means a
school that serves a high number or percent-
age of children from families with incomes
below the poverty line, as determined by the
State in which the school is located.

“(6) HIGH-POVERTY LOCAL EDUCATIONAL
AGENCY.—The term ‘high-poverty local edu-
cational agency’ means a local educational
agency for which the number of children
served by the agency who are age 5 through
17, and from families with incomes below the
poverty line—

‘“(A) is not less than 20 percent of the num-
ber of all children served by the agency; or

‘(B) is more than 10,000.

“(T) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education’—

‘“(A) has the meaning given the term in
section 101(a) of the Higher Education Act of
1965; and

‘(B) if such an institution prepares teach-
ers and receives Federal funds, means such
an institution that—

‘(1) is in full compliance with the require-
ments of section 207 of the Higher Education
Act of 1965; and

‘(i) does not have a teacher preparation
program identified by a State as low-per-
forming.

“(8) LOW-PERFORMING SCHOOL.—The term
‘low-performing school’ means—

‘“(A) a school identified by a local edu-
cational agency for school improvement
under section 1116(c); or

‘“(B) a school in which the great majority
of students, as determined by the State in
which the school is located, fail to meet
State student performance standards based
on assessments the local educational agency
is using under part A of title I.

‘(9) MENTORING.—The term ‘mentoring’
means activities that—

‘““(A) consist of structured guidance and
regular and ongoing support for beginning
teachers, that—

‘(1) is designed to help the teachers con-
tinue to improve their practice of teaching
and to develop their instructional skills; and

‘“(ii)X) as part of a multiyear, develop-
mental induction process;

‘“(IT) involves the assistance of a mentor
teacher and other appropriate individuals
from a school, local educational agency, or
institution of higher education; and

‘“(IIT) may include coaching, classroom ob-
servation, team teaching, and reduced teach-
ing loads; and

“(B) may include the establishment of a
partnership by a local educational agency
with an institution of higher education, an-
other local educational agency, teacher or-
ganization, or another organization, for the
purpose of carrying out the activities de-
scribed in subparagraph (A).
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‘(10) MENTOR TEACHER.—The term ‘mentor

teacher’ means a fully qualified teacher
who—
““(A) is a highly competent classroom

teacher who is formally selected and trained
to work effectively with beginning teachers
(including corps members described in sec-
tion 2018);

‘(B) is full-time, and is assigned and quali-
fied to teach in the content area or grade
level in which a beginning teacher (including
a corps member described in section 2018), to
whom the teacher provides mentoring, in-
tends to teach;

“(C) has been consistently effective in
helping diverse groups of students make sub-
stantial achievement gains; and

‘(D) has been selected to provide men-
toring through a peer review process that
uses, as the primary selection criterion for
the process, the teacher’s ability to help stu-
dents achieve academic gains.

‘“(11) POVERTY LINE.—The term ‘poverty
line’ means the income official poverty line
(as defined by the Office of Management and
Budget, and revised annually in accordance
with section 673(2) of the Community Serv-
ices Block Grant Act (42 U.S.C. 9902(2))) ap-
plicable to a family of the size involved.

‘(12) PROFESSIONAL DEVELOPMENT.—The
term ‘professional development’ means ac-
tivities that are—

“(A)(1) an integral part of broad schoolwide
and districtwide educational improvement
plans and enhance the ability of teachers and
other staff to help all students, including fe-
males, students with disabilities, students
with limited English proficiency, and stu-
dents who have economic and educational
disadvantages, meet high State and local
content and student performance standards;

‘‘(ii) sustained, intensive, school-embed-
ded, tied to State standards, and of high
quality and sufficient duration to have a
positive and lasting impact on classroom in-
struction (not one-time workshops); and

‘‘(iii) based on the best available research
on teaching and learning; and

‘“(B) described in subparagraphs
through (F') of section 2017(a)(1).

¢“(13) RECRUITMENT ACTIVITIES.—The term
‘recruitment activities’ means activities car-
ried out through a teacher corps program as
described in section 2018 to attract highly
qualified individuals, including individuals
taking nontraditional routes to teaching, to
enter teaching and support the individuals
during necessary certification and licensure
activities.

‘(14) RECRUITMENT PARTNERSHIP.—The
term ‘recruitment partnership’ means a
partnership described in section 2015(b)(2).

(A)

“SEC. 2003. AUTHORIZATION OF APPROPRIA-
TIONS.

“There are authorized to be appropriated
to carry out this part—

‘(1) $2,000,000,000 for fiscal year 2001, of
which—

“‘(A) $1,730,000,000 shall be made available
to carry out subpart 1; and

“(B) $270,000,000 shall be made available to
carry out subpart 2, of which—

‘(i) $120,000,000 shall be made available to
carry out chapter 1 of subpart 2;

“‘(ii) $25,000,000 shall be made available to
carry out chapter 2 of subpart 2;

‘“(iii) $75,000,000 shall be made available to
carry out chapter 3 of subpart 2; and

““(iv) $50,000,000 shall be made available to
carry out chapter 4 of subpart 2; and

‘(2) such sums as may be necessary for
each of fiscal years 2002 through 2005.
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“Subpart 1—Grants to States and Local
Educational Agencies
“Chapter 1—Grants and Activities
“SEC. 2011. ALLOTMENTS TO STATES.

‘‘(a) IN GENERAL.—The Secretary is author-
ized to make grants to eligible State edu-
cational agencies for the improvement of
teaching and learning through sustained and
intensive high-quality professional develop-
ment, mentoring, and recruitment activities
(and covered recruitment, at the election of
a local educational agency) at the State and
local levels. Each grant shall consist of the
allotment determined for the State under
subsection (b).

““(b) DETERMINATION OF AMOUNT OF ALLOT-
MENT.—

‘(1) RESERVATION OF FUNDS.—

‘““(A) IN GENERAL.—From the total amount
made available to carry out this subpart
under section 2003(1) for any fiscal year, the
Secretary shall reserve—

‘(i) Y2 of 1 percent for allotments for the
outlying areas to be distributed among those
outlying areas on the basis of their relative
need, as determined by the Secretary, for
professional development and mentoring and
recruitment activities carried out in accord-
ance with the purposes of this part; and

¢“(ii) %2 of 1 percent for the Secretary of the
Interior for programs carried out in accord-
ance with the purposes of this part to pro-
vide professional development and men-
toring and recruitment activities for teach-
ers and other staff in schools operated or
funded by the Bureau of Indian Affairs.

‘“(B) LIMITATION.—Notwithstanding sub-
paragraph (A), the Secretary shall not re-
serve, for either the outlying areas under
subparagraph (A)(i) or the schools operated
or funded by the Bureau of Indian Affairs
under subparagraph (A)(ii), more than the
amount reserved for those areas or schools
for fiscal year 2000 under the authority de-
scribed in paragraph (2)(A)({).

¢(2) STATE ALLOTMENTS.—

‘“(A) HOLD HARMLESS.—

‘(i) IN GENERAL.—Subject to subparagraph
(B), from the total amount made available to
carry out this subpart for any fiscal year and
not reserved under paragraph (1), the Sec-
retary shall allot to each of the 50 States,
the District of Columbia, and the Common-
wealth of Puerto Rico an amount equal to
the amount that the State received for fiscal
year 2000 under section 2202(b) of this Act (as
in effect on the day before the date of enact-
ment of the Educational Opportunities Act).

‘(i) RATABLE REDUCTION.—If the total
amount made available to carry out this sub-
part for any fiscal year and not reserved
under paragraph (1) is insufficient to pay the
full amounts that all States are eligible to
receive under clause (i) for any fiscal year,
the Secretary shall ratably reduce such
amounts for such fiscal year.

‘(B) ALLOTMENT OF ADDITIONAL FUNDS.—

‘(i) IN GENERAL.—Subject to clause (ii), for
any fiscal year for which the total amount
made available to carry out this subpart and
not reserved under paragraph (1) exceeds the
total amount made available to the 50
States, the District of Columbia, and the
Commonwealth of Puerto Rico for fiscal year
2000 under the authority described in sub-
paragraph (A)(i), the Secretary shall allot to
each of those States the sum of—

“(I) an amount that bears the same rela-
tionship to 40 percent of the excess amount
as the number of individuals age 5 through 17
in the State, as determined by the Secretary
on the basis of the most recent satisfactory
data, bears to the number of those individ-
uals in all such States, as so determined; and

““(IT) an amount that bears the same rela-
tionship to 60 percent of the excess amount
as the number of individuals age 5 through 17
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from families with incomes below the pov-
erty line in the State, as determined by the
Secretary on the basis of the most recent
satisfactory data, bears to the number of
those individuals in all such States, as so de-
termined.

‘‘(i1) EXCEPTION.—No State receiving an al-
lotment under clause (i) may receive less
than % of 1 percent of the total excess
amount allotted under clause (i) for a fiscal
year.

‘(3) REALLOTMENT.—If any State described
in paragraph (2) does not apply for an allot-
ment under paragraph (2) for any fiscal year,
the Secretary shall reallot such amount to
the remaining such States in accordance
with paragraph (2).

“SEC. 2012. STATE APPLICATIONS.

“‘(a) APPLICATIONS REQUIRED.—

‘(1) IN GENERAL.—Each State desiring to
receive a grant under this subpart shall sub-
mit an application to the Secretary at such
time, in such manner, and containing such
information as the Secretary may reason-
ably require.

‘“(2) DEVELOPMENT.—The State educational
agency shall develop the State application—

‘“(A) in consultation with the State agency
for higher education, community-based and
other nonprofit organizations, and institu-
tions of higher education; and

‘(B) with the extensive participation of
teachers, teacher educators, school adminis-
trators, and content specialists.

‘““(b) CONTENTS.—Each such application
shall include—

‘(1) a description of the State’s shortages
of fully qualified teachers relating to high-
poverty school districts and high-need aca-
demic subjects (as such districts or subjects
are determined by the State);

‘(2) an assessment of the need for profes-
sional development for veteran teachers in
the State and the need for strong mentoring
programs for beginning teachers that is—

‘“(A) developed with the involvement of
teachers; and

“(B) based on student achievement data in
the core academic subjects and other indica-
tors of the need for professional development
and mentoring programs;

‘“(3) a description of how the State edu-
cational agency will use funds made avail-
able under this part to improve the quality
of the State’s teaching force, eliminate the
use of out-of-field placement of teachers, and
eliminate the use of teachers hired with
emergency or other provisional credentials
by setting numerical, annual improvement
goals, and meet the requirements of this sec-
tion;

‘“(4) a description of how the State edu-
cational agency will align activities assisted
under this subpart with State content and
student performance standards, and State
assessments by setting numerical, annual
improvement goals;

‘() a description of how the State edu-
cational agency will coordinate activities
funded under this subpart with professional
development and mentoring and recruitment
activities that are supported with funds from
other relevant Federal and non-Federal pro-
grams;

‘“(6) a plan, developed with the extensive
participation of teachers, for addressing
long-term teacher recruitment, retention,
and professional development and mentoring
needs, which may include—

“(A) providing technical assistance to help
school districts reform hiring and employ-
ment practices to improve the recruitment
and retention of fully qualified teachers, es-
pecially with respect to high-poverty
schools; or

“(B) establishing State or regional part-
nerships to address teacher shortages;
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“(7) a description of how the State edu-
cational agency will assist local educational
agencies in implementing effective and sus-
tained professional development and men-
toring activities and high-quality recruit-
ment activities under this part;

‘“(8) an assurance that the State will con-
sistently monitor the progress of each local
educational agency and school in the State
in achieving the goals specified in the infor-
mation submitted under paragraphs (1)
through (7);

‘“(9) a description of how the State edu-
cational agency will work with recipients of
grants awarded for recruitment activities
under section 2015(b) to ensure that recruits
who successfully complete a teacher corps
program will be certified or licensed; and

‘(10) the assurances and description re-
ferred to in section 2021.

‘‘(c) APPROVAL.—The Secretary shall, using
a peer-review process, approve a State appli-
cation if the application meets the require-
ments of this section and holds reasonable
promise of achieving the purposes of this
part.

“SEC. 2013. STATE USE OF FUNDS.

‘‘(a) IN GENERAL.—Of the funds allotted to
a State under section 2011 for a fiscal year—

‘(1) not more than 6 percent shall be used
by the State educational agency to carry out
State activities described in section 2014, or
for the administration of this subpart (other
than the administration of section 2019 but
including the administration of State activi-
ties under chapter 2), except that not more
than 3 percent of the allotted funds may be
used for the administration of this subpart;

¢“(2) 60 percent shall be used by the State
educational agency to provide grants to local
educational agencies under section 2015(a)
for professional development and mentoring
(except as provided in section 2017(c));

‘“(3) 30 percent shall be used by the State
educational agency—

““(A) except as provided in subparagraph
(B), to provide grants to recruitment part-
nerships under section 2015(b) for recruit-
ment activities; or

‘(B) if the State educational agency deter-
mines that all elementary school and sec-
ondary school teachers in the State that are
teaching core academic subjects are fully
qualified, to provide the grants described in
paragraph (2); and

‘“(4) 4 percent (or 4 percent of the amount
the State would have been allotted if the ap-
propriation for this subpart were
$1,730,000,000, whichever is greater) shall be
used by the State agency for higher edu-
cation to provide grants to partnerships
under section 2019.

‘“(b) PRIORITY FOR PROFESSIONAL DEVELOP-
MENT AND MENTORING IN MATHEMATICS AND
SCIENCE.—

‘(1) PRIORITY.—

““(A) APPROPRIATIONS OF NOT MORE THAN
$300,000,000.—Except as provided in section
2017(c), for any fiscal year for which the ap-
propriation for this subpart is $300,000,000 or
less, each State educational agency that re-
ceives funds under this subpart, working
jointly with the State agency for higher edu-
cation, shall ensure that all funds received
under this subpart are used for—

‘(i) professional development and men-
toring in mathematics and science that is
aligned with State content and student per-
formance standards; and

‘“(ii) recruitment activities to attract fully
qualified math and science teachers to high-
poverty schools.

‘“(B) APPROPRIATION OF MORE THAN
$300,000,000.—Except as provided in section
2017(c), for any fiscal year for which the ap-
propriation for this subpart is greater than
$300,000,000, the State educational agency
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and the State agency for higher education
shall jointly ensure that the total amount of
funds that the agencies receive under this
subpart and that the agencies use for activi-
ties described in subparagraph (A) is at least
as great as the allotment the State would
have received if that appropriation had been
$300,000,000.

‘(2)  INTERDISCIPLINARY  ACTIVITIES.—A
State may use funds received under this sub-
part for activities that focus on more than 1
core academic subject, and apply the funds
toward meeting the requirements of para-
graph (1), if the activities include a strong
focus on improving instruction in mathe-
madtics or science.

‘“(3) ADDITIONAL FUNDS.—Except as pro-
vided in section 2017(c), each State edu-
cational agency that receives funds under
this subpart and the State agency for higher
education shall jointly ensure that any por-
tion of the funds that exceeds the amount re-
quired by paragraph (1) to be spent on activi-
ties described in paragraph (1)(A) is used to
provide—

‘“(A) professional development and men-
toring in 1 or more of the core academic sub-
jects that is aligned with State content and
student performance standards; and

‘“(B) recruitment activities involving
teachers of 1 or more of the core academic
subjects.

“SEC. 2014. STATE LEVEL ACTIVITIES.

‘‘(a) ACTIVITIES.—Each State educational
agency that receives a grant described in
section 2011 shall use the funds made avail-
able under section 2013(a)(1) to carry out
statewide strategies and activities to im-
prove teacher quality, including—

‘(1) establishing, expanding, or improving
alternative routes to State certification or
licensing of teachers, for highly qualified in-
dividuals with a baccalaureate degree, mid-
career professionals from other occupations,
or paraprofessionals, that are at least as rig-
orous as the State’s standards for initial cer-
tification or licensing of teachers;

‘“(2) developing or improving evaluation
systems to evaluate the effectiveness of pro-
fessional development and mentoring and re-
cruitment activities in improving teacher
quality, skills, and content knowledge, and
the impact of the professional development
and mentoring and recruitment activities on
increasing student academic achievement
and student performance with performance
measures drawn from assessments that ob-
jectively measure student achievement
against State performance standards;

“(3) funding projects to promote reci-
procity of teacher certification or licensure
between or among States;

‘‘(4) providing assistance to local edu-
cational agencies to reduce out-of-field
placements and the use of emergency creden-
tials;

‘(6) supporting certification by the Na-
tional Board for Professional Teaching
Standards of teachers who are teaching or
will teach in high-poverty schools;

‘(6) providing assistance to local edu-
cational agencies in implementing effective
programs of recruitment activities, and pro-
fessional development and mentoring, in-
cluding supporting efforts to encourage and
train teachers to become mentor teachers;

“(7) increasing the rigor and quality of
State certification and licensure tests for in-
dividuals entering the field of teaching, in-
cluding subject matter tests for elementary,
middle and secondary school teachers; and

‘(8) implementing teacher recognition pro-
grams.

““(b) COORDINATION.—A State that receives
a grant to carry out this subpart and a grant
under section 202 of the Higher Education
Act of 1965 shall coordinate the activities
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carried out under this section and the activi-

ties carried out under that section 202.

“SEC. 2015. GRANTS TO LOCAL EDUCATIONAL
AGENCIES.

‘“‘(a) GRANTS FOR PROFESSIONAL DEVELOP-
MENT AND MENTORING ACTIVITIES.—

‘(1) IN GENERAL.—The State educational
agency of a State that receives a grant de-
scribed in section 2011 shall use the funds
made available under section 2013(a)(2) (and
any funds made available under section
2013(a)(3)(B)) to make grants to eligible local
educational agencies, from allocations made
under paragraph (2), to carry out the activi-
ties described in section 2017(a) (except as
provided in section 2017(c)).

‘“(2) ALLOCATIONS.—The State educational
agency shall allocate to each eligible local
educational agency the sum of—

‘“(A) an amount that bears the same rela-
tionship to 20 percent of the funds described
in paragraph (1) as the number of individuals
enrolled in public and private nonprofit ele-
mentary schools and secondary schools in
the geographic area served by the agency
bears to the number of those individuals in
the geographic areas served by all the local
educational agencies in the State; and

‘(B) an amount that bears the same rela-
tionship to 80 percent of the funds as the
number of individuals age 5 through 17 from
families with incomes below the poverty
line, in the geographic area served by the
agency, as determined by the Secretary on
the basis of the most recent satisfactory
data, bears to the number of those individ-
uals in the geographic areas served by all the
local educational agencies in the State, as so
determined.

‘“(3) ELIGIBILITY.—To be eligible to receive
a grant from a State educational agency
under this subsection, a local educational
agency shall serve schools that include—

‘“(A) high-poverty schools;

‘(B) schools that need support for improv-
ing teacher quality based on low achieve-
ment of students served;

‘(C) schools that have low teacher reten-
tion rates;

‘(D) schools that need to improve or ex-
pand the knowledge and skills of new and
veteran teachers in high-priority content
areas;

‘“(E) schools that have high out-of-field
placement rates; or

‘“(F) high-poverty schools that have been
identified for improvement in accordance
with section 1116.

““(4) EQUITABLE GEOGRAPHIC DISTRIBUTION.—
A State educational agency shall ensure an
equitable distribution of grants under this
subsection among eligible local educational
agencies serving urban and rural areas.

“(b) GRANTS FOR RECRUITMENT ACTIVI-
TIES.—

‘(1) IN GENERAL.—The State educational
agency of a State that receives a grant under
section 2011 shall use the funds made avail-
able under section 2013(a)(3)(A) to make
grants to eligible recruitment partnerships,
on a competitive basis, to carry out the re-
cruitment activities and meet requirements
described in section 2017(b).

¢(2) ELIGIBILITY.—

‘“(A) IN GENERAL.—To0 be eligible to receive
a grant from a State educational agency
under this subsection, a recruitment part-
nership—

‘(i) shall include an eligible local edu-
cational agency, or a consortium of eligible
local educational agencies;

‘“(ii) shall include an institution of higher
education, a tribal college, or a community
college; and

‘(iii) may include other members, such as
a nonprofit organization or professional edu-
cation organization.
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‘“(B) ELIGIBLE LOCAL EDUCATIONAL AGEN-
cY.—In subparagraph (A), the term ‘eligible
local educational agency’ means a local edu-
cational agency that receives assistance
under part A of title I, and meets any addi-
tional eligibility criteria that the appro-
priate State educational agency may estab-
lish.

*“(3) EQUITABLE GEOGRAPHIC DISTRIBUTION.—
A State educational agency shall ensure an
equitable distribution of grants under this
subsection among eligible recruitment part-
nerships serving urban and rural areas.

“SEC. 2016. LOCAL APPLICATIONS.

‘“(a) IN GENERAL.—A local educational
agency or a recruitment partnership seeking
to receive a grant from a State under section
2015 to carry out activities described in sec-
tion 2017 shall submit an application to the
State at such time, in such manner, and con-
taining such information as the State may
reasonably require.

““(b) CONTENTS RELATING TO PROFESSIONAL
DEVELOPMENT AND MENTORING ACTIVITIES.—
If the local educational agency seeks a grant
under section 2015(a) to carry out activities
described in section 2017(a), the local appli-
cation described in subsection (a) shall in-
clude, at a minimum, the following:

‘(1) A description of how the local edu-
cational agency intends to use the funds pro-
vided through the grant to carry out activi-
ties that meet requirements described in sec-
tion 2017(a).

‘“(2) An assurance that the local edu-
cational agency will target the funds to
high-poverty, low-performing schools served
by the local educational agency that—

““(A) have the lowest proportions of quali-
fied teachers;

‘(B) are identified for school improvement
and corrective action under section 1116; or

“‘(C) are identified for school improvement
in accordance with other measures of school
quality as determined and documented by
the local educational agency.

““(83) A description of how the local edu-
cational agency will coordinate professional
development and mentoring activities de-
scribed in section 2017(a) with professional
development and mentoring activities pro-
vided through other Federal, State, and local
programs, including programs authorized
under—

““(A) titles I, IV, and V, and part A of title
VII; and

‘‘(B) where applicable, the Individuals with
Disabilities Education Act, the Carl D. Per-
kins Vocational and Technical Education
Act of 1998, and title II of the Higher Edu-
cation Act of 1965.

‘“(4) A description of how the local edu-
cational agency will integrate funds received
to carry out activities described in section
2017(a) with funds received under title V that
are used for professional development and
mentoring in order to carry out professional
development and mentoring activities that—

““(A) train teachers, paraprofessionals,
counselors, pupil services personnel, admin-
istrators, and other school staff, including
school library media specialists, in how to
use technology to improve learning and
teaching; and

‘“(B) take into special consideration the
different learning needs for, and exposures
to, technology for all students, including fe-
males, students with disabilities, students
with limited English proficiency, and stu-
dents who have economic and educational
disadvantages.

“(6) A description of how the local applica-
tion was developed with extensive participa-
tion of teachers, paraprofessionals, prin-
cipals, and parents.
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‘“(6) A description of how the professional
development and mentoring activities de-
scribed in section 2017(a) will address the on-
going professional development and men-
toring of teachers, paraprofessionals, coun-
selors, pupil services personnel, administra-
tors, and other school staff, including school
library media specialists.

“(7) A description of how the professional
development and mentoring activities de-
scribed in section 2017(a) will have a substan-
tial, measurable, and positive impact on stu-
dent achievement and how the activities will
be used as part of a broader strategy to
eliminate the achievement gap that sepa-
rates low-income and minority student from
other students.

‘“(8) A description of how the local edu-
cational agency will address the needs of
teachers of students with disabilities, stu-
dents with limited English proficiency, and
other students with special needs.

‘“(9) A description of how the local edu-
cational agency will provide training to
teachers to enable the teachers to work with
parents, involve parents in their child’s edu-
cation, and encourage parents to become col-
laborators with schools in promoting their
child’s education.

‘(10) The assurances and description re-
ferred to in section 2023, with respect to pro-
fessional development and mentoring activi-
ties.

‘‘(c) DEVELOPMENT AND CONTENTS RELATING
TO RECRUITMENT ACTIVITIES.—If an eligible
local educational agency (as defined in sec-
tion 2015(b)) seeks a grant under section
2015(b) to carry out activities described in
section 2017(b)—

‘(1) the eligible local educational agency
shall enter into a recruitment partnership,
which shall jointly prepare and submit the
local application described in subsection (a);
and

‘(2) at a minimum, the application shall
include—

““(A) a description of how the recruitment
partnership will meet the teacher corps pro-
gram requirements described in section 2018;

‘“(B) a description of the individual and
collective responsibilities of members of the
recruitment partnership in meeting the re-
quirements and goals of a teacher corps pro-
gram described in section 2018;

‘(C) information demonstrating that the
State agency responsible for teacher licen-
sure or certification in the State in which a
recruitment partnership is established will—

‘(i) ensure that a corps member who suc-
cessfully completes a teacher corps program
will have the academic requirements nec-
essary for initial certification or licensure as
a teacher in the State; and

‘(ii) work with the recruitment partner-
ship to ensure the partnership uses high-
quality methods and establishes high-quality
requirements concerning alternative routes
to certification or licensing, in order to meet
State requirements for certification or licen-
sure; and

‘(D) the assurances and description re-
ferred to in section 2023, with respect to re-
cruitment activities.

‘(d) CONTENTS RELATING TO COVERED RE-
CRUITMENT.—If the local educational agency
seeks a grant under section 2015(a) to carry
out activities described in section 2017(c),
the local application described in subsection
(a) shall include, at a minimum, a descrip-
tion of the activities and the manner in
which the activities will contribute to ac-
complishing the objectives of section 2023,
and how the activities are in compliance
with the requirements of this Act.

‘‘(e) APPROVAL.—A State educational agen-
cy shall approve a local educational agency’s
or recruitment partnership’s application
under this section only if the State edu-
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cational agency determines that the applica-
tion is of high quality and holds reasonable
promise of achieving the purposes of this
part.

“SEC. 2017. LOCAL ACTIVITIES.

‘‘(a) PROFESSIONAL DEVELOPMENT AND MEN-
TORING ACTIVITIES.—Except as provided in
subsection (c), each local educational agency
receiving a grant under section 2015(a) shall
use the funds made available through the
grant to carry out activities (and only ac-
tivities) that—

‘(1) are professional development activi-
ties (as defined in section 2002(12)(A)) that—

‘“(A) improve teacher knowledge of—

‘“(i) 1 or more of the core academic sub-
jects;

‘“(ii) effective instructional strategies,
methods, and skills for improving student
achievement in core academic subjects, in-
cluding strategies for identifying and elimi-
nating gender and racial bias;

‘“(iii) the use of data and assessments to in-
form teachers about and thereby help teach-
ers to improve classroom practice; and

‘“(iv) innovative instructional methodolo-
gies designed to meet the diverse learning
needs of individual students, including meth-
odologies that integrate academic and tech-
nical skills and applied learning (such as
service learning), methodologies for inter-
active and interdisciplinary team teaching,
and other alternative teaching strategies,
such as strategies for experiential learning,
career-related education, and environmental
education, that integrate real world applica-
tions into the core academic subjects;

‘“(B) provide teachers and paraprofes-
sionals (and other staff as appropriate) with
information on recent research findings on
how children learn to read and with staff de-
velopment on research-based instructional
strategies for the teaching of reading;

““(C) replicate effective instructional prac-
tices that involve collaborative groups of
teachers and administrators from the same
school or district, using strategies such as—

““(1) provision of dedicated time for collabo-
rative lesson planning and curriculum devel-
opment meetings;

‘“(ii) provision of collaborative professional
development experiences for veteran teach-
ers based on the standards in the core aca-
demic subjects of the National Board for
Professional Teaching Standards;

‘‘(iii) consultation with exemplary teach-
ers;

‘“(iv) provision of short-term and long-term
visits to classrooms and schools;

‘“(v) participation of teams of teachers in
summer institutes and summer immersion
activities that are focused on preparing
teachers to enable all students to meet high
standards in 1 or more of the core academic
subjects; and

“(vi) establishment and maintenance of
local professional networks that provide a
forum for interaction among teachers and
administrators and that allow for the ex-
change of information on advances in con-
tent knowledge and teaching skills;

‘(D) provide for the participation of para-
professionals, pupil services personnel, and
other school staff;

“(E) include strategies for fostering mean-
ingful parental involvement and relations
with parents to encourage parents to become
collaborators in their children’s education,
for improving classroom management and
discipline, and for integrating technology
into a curriculum;

‘“(F) as a whole, are regularly evaluated for
their impact on increased teacher effective-
ness and improved student achievement,
with the findings of the evaluations used to
improve the quality of activities described in
this paragraph;
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‘(&) include, to the extent practicable, the
establishment of a partnership with an insti-
tution of higher education, another local
educational agency, a teacher organization,
or another organization, for the purpose of
carrying out activities described in this
paragraph; and

‘“‘(H) include ongoing and school-based sup-
port for activities described in this para-
graph, such as support for peer review,
coaching, or study groups, and the provision
of release time as needed for the activities;

‘(2) are mentoring activities; and

“(3) include local activities carried out
under chapter 2.

‘“(b) RECRUITMENT ACTIVITIES.—Each re-
cruitment partnership receiving a grant
under section 2015(b) shall use the funds
made available through the grant to carry
out recruitment activities (and only recruit-
ment activities) described in section 2018.

“(c) COVERED RECRUITMENT.—A local edu-
cational agency receiving a grant under sec-
tion 2015(a) for a fiscal year may elect to use
a portion of the funds made available
through the grant, but not more than the
agency’s share of 10 percent of the funds al-
lotted to the State involved under section
2011 for the fiscal year, to carry out recruit-
ment (including recruitment through the use
of signing bonuses and other financial incen-
tives) and hiring of fully qualified teachers.
“SEC. 2018. RECRUITMENT ACTIVITIES THROUGH

A TEACHER CORPS PROGRAM.

‘“(a) TEACHER CORPS PROGRAM REQUIRE-
MENTS.—

‘(1) RECRUITMENT.—A recruitment partner-
ship that receives a grant under section
2015(b) shall broadly recruit and screen for a
teacher corps a highly qualified pool of can-
didates who demonstrate the potential to be-
come effective teachers. Each candidate
shall meet—

‘“(A) standards to ensure that—

‘(i) each corps member possesses appro-
priate, high-level credentials and presents
the likelihood of becoming an effective
teacher; and

‘‘(ii) each group of corps members includes
people who have expertise in academic sub-
jects and otherwise meet the specific needs
of the district to be served; and

‘(B) any additional standard that the re-
cruitment partnership establishes to en-
hance the quality and diversity of candidates
and to meet the academic and grade level
needs of the partnership.

‘“(2) REQUIRED CURRICULUM AND PLACE-
MENT.—Members of the recruitment partner-
ship shall work together to plan and develop
a program that includes—

““(A) a rigorous curriculum that includes a
preservice training program (incorporating
innovative approaches to preservice train-
ing, such as distance learning), for a period
not to exceed 1 year, that provides corps
members with the skills and knowledge nec-
essary to become effective teachers, by—

‘(i) requiring completed course work in
basic areas of teaching, such as principles of
learning and child development, effective
teaching strategies, assessments, and class-
room management, and in the pedagogy re-
lated to the academic subjects in which a
corps member intends to teach;

‘‘(ii) providing extensive preparation in the
pedagogy of reading to corps members, in-
cluding preparation components that focus
on—

“(I) understanding the psychology of read-
ing, and human growth and development;

“(II) understanding the structure of the
English language; and

‘“(IIT) learning and applying the best teach-
ing methods to all aspects of reading instruc-
tion;

‘‘(iii) providing training in the use of tech-
nology as a tool to enhance a corps member’s
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effectiveness as a teacher and improve the
achievement of the corps member’s students;
and

‘‘(iv) focusing on the teaching skills and
knowledge that corps members need to en-
able all students to meet the State’s highest
challenging content and student perform-
ance standards;

‘(B) placement of a corps member with the
local educational agency participating in the
recruitment partnership, in a teaching in-
ternship that—

‘(i) includes intensive mentoring;

““(ii) provides a reduced teaching load; and

‘‘(iii) provides regular opportunities for the
corps member to co-teach with a mentor
teacher, observe other teachers, and be ob-
served and coached by other teachers;

“(C) individualized inservice training over
the course of the corps member’s first 2
years of full-time teaching that provides—

‘(i) high-quality professional development,
coordinated jointly by members of the re-
cruitment partnership, and the course work
necessary to provide additional or supple-
mentary knowledge to meet the specific
needs of the corps member; and

‘“(ii) ongoing mentoring by a teacher who
meets the criteria for a mentor teacher de-
scribed in paragraph (4)(B), including the re-
quirements of section 2002(10); and

‘(D) collaboration between the recruit-
ment partnership, and local community stu-
dent and parent groups, to assist corps mem-
bers in enhancing their understanding of the
community in which the members are
placed.

‘‘(3) EVALUATION.—A recruitment partner-
ship shall evaluate a corps member’s
progress in course study and classroom prac-
tice at regular intervals. Each recruitment
partnership shall have a formal process to
identify corps members who seem unlikely
to become effective teachers and terminate
their participation in the program.

*“(4) MENTOR TEACHERS.—

‘“(A) IN GENERAL.—A recruitment partner-
ship shall develop a plan for the program,
which shall include strategies for identi-
fying, recruiting, training, and providing on-
going support to individuals who will serve
as mentor teachers to corps members.

‘(B) MENTOR TEACHER REQUIREMENTS.—The
plan described in subparagraph (A) shall
specify the criteria that the recruitment
partnership will use to identify and select
mentor teachers and, at a minimum, shall—

‘(i) require a mentor teacher to meet the
requirements of section 2002(10); and

‘‘(ii) require that consideration be given to
teachers with national board certification.

‘(C) COMPENSATION.—The plan shall speci-
fy the compensation—

‘(i) for mentor teachers, including mone-
tary compensation, release time, or a re-
duced work load to ensure that mentor
teachers can provide ongoing support for
corps members; and

‘‘(ii) for corps members, including salary
levels and the stipends, if any, that will be
provided during a corps member’s preservice
training.

‘“(6) ASSURANCES.—The plan shall include
assurances that—

““(A) a corps member will be assigned to
teach only academic subjects and grade lev-
els for which the member is fully qualified;

‘(B) corps members, to the extent prac-
ticable, will be placed in schools with teams
of corps members; and

“(C) every mentor teacher will be provided
sufficient time to meet the needs of the
corps members assigned to the mentor teach-
er.
““(b) CORPS MEMBER QUALIFICATIONS.—

(1) CANDIDATES INTENDING TO TEACH IN EL-
EMENTARY SCHOOLS.—At a minimum, to be
accepted by a teacher corps program, a can-
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didate who intends to teach at the elemen-
tary school level shall—

‘“(A) have a bachelor’s degree;

“(B) possess an outstanding commitment
to working with children and youth;

“(C) possess a strong professional or post-
secondary record of achievement; and

‘(D) pass all basic skills and subject mat-
ter tests required by the State for teacher
certification or licensure.

““(2) CANDIDATES INTENDING TO TEACH IN
SECONDARY SCHOOLS.—At a minimum, to be
accepted by a teacher corps program, a can-
didate who intends to teach at the secondary
school level shall—

““(A) meet the requirements described in
paragraph (1); and

“(B)(i) possess at least an academic major
or postsecondary degree in each academic
subject in which the candidate intends to
teach; or

‘“(ii) if the candidate did not major or earn
a postsecondary degree in an academic sub-
ject in which the candidate intends to teach,
have completed a rigorous course of instruc-
tion in that subject that is equivalent to
having majored in the subject.

‘(3) SPECIAL RULE.—Notwithstanding para-
graph (2)(B), the recruitment partnership
may consider the candidate to be an eligible
corps member and accept the candidate for a
teacher corps program if the candidate has
worked successfully and directly in a field
and in a position that provided the candidate
with direct and substantive knowledge in the
academic subject in which the candidate in-
tends to teach.

““(c) THREE-YEAR COMMITMENT TO TEACHING
IN ELIGIBLE DISTRICTS.—

‘(1) IN GENERAL.—In return for acceptance
to a teacher corps program, a corps member
shall commit to 3 years of full-time teaching
in a school or district served by a local edu-
cational agency participating in a recruit-
ment partnership receiving funds under this
subpart.

““(2) REIMBURSEMENT.—

‘“(A) IN GENERAL.—If a corps member
leaves the school district to which the corps
member has been assigned prior to the end of
the 3-year period described in paragraph (1),
the corps member shall be required to reim-
burse the Secretary for the amount of the
Federal share of the cost of the corps mem-
ber’s participation in the teacher corps pro-
gram.

“(B) PARTNERSHIP CLAIMS.—A recruitment
partnership that provides a teacher corps
program to a corps member who leaves the
school district, as discussed in subparagraph
(A), may submit a claim to the corps mem-
ber requiring the corps member to reimburse
the recruitment partnership for the amount
of the partnership’s share of the cost de-
scribed in subparagraph (A).

“(C) REDUCTION.—Reimbursements re-
quired under this paragraph may be reduced
proportionally based on the amount of time
a corps member remained in the teacher
corps program beyond the corps member’s
initial 2 years of service.

‘(D) WAIVER.—The Secretary may waive
reimbursements required under subpara-
graph (A) in the case of severe hardship to a
corps member who leaves the school district,
as described in subparagraph (A).

“(@ FEDERAL SHARE; NON-FEDERAL
SHARE.—

‘(1) PAYMENT OF FEDERAL SHARE.—The Sec-
retary shall pay to each recruitment part-
nership carrying out a teacher corps pro-
gram under this section the Federal share of
the cost of the activities described in the
partnership’s application under section
2016(c).

‘“(2) NON-FEDERAL SHARE.—A recruitment
partnership’s share of the cost of the activi-
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ties described in the partnership’s applica-
tion under section 2016(c)—

““(A) may be provided in cash or in kind,
fairly evaluated, including plant, equipment,
or services; and

“(B)(1) for the first year for which the part-
nership receives assistance under this sub-
part, shall be not less than 10 percent;

‘“(ii) for the second such year, shall be not
less than 20 percent;

‘“(iii) for the third year such year, shall be
not less than 30 percent;

““(iv) for the fourth such year, shall be not
less than 40 percent; and

“(v) for the fifth such year, shall be not
less than 50 percent.

“SEC. 2019. GRANTS TO PARTNERSHIPS OF INSTI-
TUTIONS OF HIGHER EDUCATION
AND LOCAL EDUCATIONAL AGEN-
CIES.

‘‘(a) ADMINISTRATION.—A State agency for
higher education may use, from the funds
made available to the agency under section
2013(a)(4) for any fiscal year, not more than
3Y3 percent for the expenses of the agency in
administering this section, including con-
ducting evaluations of activities on the per-
formance measures described in section
2014(a)(2).

““(b) GRANTS TO PARTNERSHIPS.—

‘(1) IN GENERAL.—The State agency for
higher education shall use the remainder of
the funds, in cooperation with the State edu-
cational agency, to make grants to (includ-
ing entering into contracts or cooperative
agreements with) partnerships of—

‘“(A) institutions of higher education that
are in full compliance with all reporting re-
quirements of title II of the Higher Edu-
cation Act of 1965 or nonprofit organizations
of demonstrated effectiveness in providing
professional development and mentoring in
the core academic subjects; and

‘(B) eligible local educational agencies (as
defined in section 2015(b)(2)),
to carry out activities (and only activities)
described in subsection (e).

‘(2) SIZE; DURATION.—Each grant made
under this section shall be—

““(A) in a sufficient amount to carry out
the objectives of this section effectively; and

‘“(B) for a period of 3 years, which the
State agency for higher education may ex-
tend for an additional 2 years if the agency
determines that the partnership is making
substantial progress toward meeting the spe-
cific goals set out in the written agreement
required in subsection (c¢) and on the per-
formance measures described in section
2014(a)(2).

‘(3) APPLICATIONS.—To be eligible to re-
ceive a grant under this section, a partner-
ship shall submit an application to the State
agency for higher education at such time, in
such manner, and containing such informa-
tion as the agency may reasonably require.

‘“(4) AWARD PROCESS AND BASIS.—The State
agency for higher education shall make the
grants on a competitive basis, using a peer
review process.

‘(6) PRIORITY.—In making the grants, the
State agency for higher education shall give
priority to partnerships submitting applica-
tions for projects that focus on mentoring
programs for beginning teachers.

‘“(6) CONSIDERATIONS.—In making such a
grant for a partnership, the State agency for
higher education shall consider—

‘““(A) the need of the local educational
agency involved for the professional develop-
ment and mentoring activities proposed in
the application;

‘“(B) the quality of the program proposed
in the application and the likelihood of suc-
cess of the program in improving classroom
instruction and student academic achieve-
ment; and
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‘‘(C) such other criteria as the agency finds
to be appropriate.

‘(c) AGREEMENTS.—

‘(1) IN GENERAL.—No partnership may re-
ceive a grant under this section unless the
institution of higher education or nonprofit
organization involved enters into a written
agreement with at least 1 eligible local edu-
cational agency (as defined in section
2015(b)(2)) to provide professional develop-
ment and mentoring for elementary and sec-
ondary school teachers in the schools served
by that agency in the core academic sub-
jects.

‘(2) GoALs.—Each such agreement shall
identify specific measurable annual goals
concerning how the professional develop-
ment and mentoring that the partnership
provides will enhance the ability of the
teachers to prepare all students to meet
challenging State and local content and stu-
dent performance standards.

¢(d) JOINT EFFORTS WITHIN INSTITUTIONS OF
HIGHER EDUCATION.—Each professional devel-
opment and mentoring activity assisted
under this section by a partnership con-
taining an institution of higher education
shall involve the joint effort of the institu-
tion of higher education’s school or depart-
ment of education and the schools or depart-
ments of the institution in the specific dis-
ciplines in which the professional develop-
ment and mentoring will be provided.

‘‘(e) USEs OF FUNDS.—A partnership that
receives funds under this section shall use
the funds for activities (and only for activi-
ties) that consist of—

‘(1) professional development and men-
toring in the core academic subjects, aligned
with State or local content standards, for
teams of teachers from a school or school
district and, where appropriate, administra-
tors and paraprofessionals;

‘(2) research-based professional develop-
ment and mentoring programs to assist be-
ginning teachers, which may include—

‘““(A) mentoring and coaching by trained
mentor teachers that lasts at least 2 years;

‘“(B) team teaching with veteran teachers
who have a consistent record of helping their
students make substantial academic gains;

“(C) provision of time for observation of,
and consultation with, veteran teachers;

‘(D) provision of reduced teaching loads;
and

‘“(E) provision of additional time for prepa-
ration;

‘“(3) the provision of technical assistance
to school and agency staff for planning, im-
plementing, and evaluating professional de-
velopment and mentoring;

‘“(4) the provision of training for teachers
to help the teachers develop the skills nec-
essary to work most effectively with par-
ents; and

‘() in appropriate cases, the provision of
training to address areas of teacher and ad-
ministrator shortages.

‘“(f) COORDINATION.—AnNny partnership that
carries out professional development and
mentoring activities under this section shall
coordinate the activities with activities car-
ried out under title II of the Higher Edu-
cation Act of 1965, if a local educational
agency or institution of higher education in
the partnership is participating in programs
funded under that title.

‘(g) ANNUAL REPORTS.—

‘(1) IN GENERAL.—Beginning with fiscal
year 2002, each partnership that receives a
grant under this section shall prepare and
submit to the appropriate State agency for
higher education, by a date set by that agen-
cy, an annual report on the progress of the
partnership on the performance measures de-
scribed in section 2014(a)(2).

‘(2) CONTENTS.—Each such report shall—
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‘“(A) include a copy of each written agree-
ment required by subsection (¢) that is en-
tered into by the partnership; and

‘(B) describe how the members of the part-
nership have collaborated to achieve the spe-
cific goals set out in the agreement, and the
results of that collaboration.

“(3) Copy.—The State agency for higher
education shall provide the State edu-
cational agency with a copy of each such re-
port.

“Chapter 2—Accountability
2021. STATE APPLICATION ACCOUNT-

ABILITY PROVISIONS.

‘‘(a) ASSURANCES.—Each State application
submitted under section 2012 shall contain
assurances that—

‘(1) beginning on the date of enactment of
the Educational Opportunities Act, no school
in the State that is served under this subpart
will use funds received under this subpart to
hire a teacher who is not a fully qualified
teacher; and

‘“(2) not later than 4 years after the date of
enactment of the Educational Opportunities
Act, each teacher in the State who provides
services to students served under this sub-
part shall be a fully qualified teacher.

“(b) WITHHOLDING.—If a State fails to meet
the requirements described in subsection
(a)(2) for a fiscal year in which the require-
ments apply—

‘(1) the Secretary shall withhold, for the
following fiscal year, a portion of the funds
that would otherwise be available to the
State under section 2013(a)(1) for the admin-
istration of this subpart; and

‘“(2) the State shall be subject to such
other penalties as are provided by law for a
violation of this Act.

““(c) ASSISTANCE BY STATE EDUCATIONAL
AGENCY.—Each State application submitted
under section 2012 shall describe how the
State educational agency will help each
local educational agency and school in the
State develop the capacity to comply with
the requirements of this section.

“SEC. 2022. STATE REPORTS.

‘‘(a) REPORT TO SECRETARY.—

‘(1) IN GENERAL.—Each State that receives
funds under this subpart shall annually pre-
pare and submit to the Secretary a report
containing—

‘“(A) information on the activities of the
State under this subpart, including state-
wide information, and information on the ac-
tivities of each grant recipient in the State;

‘(B) information on the effectiveness of
the activities, and the progress of recipients
of grants under this subpart, on performance
measures, including measures described in
section 2014(a)(2) and goals described in para-
graphs (3) and (4) of section 2012(b); and

‘(C) such other information as the Sec-
retary may reasonably require.

‘“(2) DEADLINES.—The State shall submit
the reports described in paragraph (1) by
such deadlines as the Secretary may estab-
lish.

‘“(b) PUBLIC ACCOUNTABILITY.—

‘(1) IN GENERAL.—Each State that receives
funds under this subpart—

‘“(A) in the event the State provides public
State report cards on education, shall in-
clude in such report cards—

‘(i) the percentage of middle school and
other secondary school classes in core aca-
demic subjects that are taught by out-of-
field teachers;

‘“(ii) the percentage of middle school, other
elementary school, and other secondary
school classes taught by individuals holding
only emergency credentials, or for whom any
State certification or licensing standards for
teachers have been waived;

‘“(iii) the average statewide class size; or

‘“(B) in the event the State provides no
such report card, shall disseminate to the
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public the information described in clauses
(i) through (iii) of subparagraph (A) through
other means.

‘(2) PUBLIC AVAILABILITY.—Such informa-
tion shall be made widely available to the
public, including parents and students,
throughout the State.

“(c) GENERAL ACCOUNTING OFFICE.—Not
later than September 30, 2004, the Comp-
troller General of the United States shall—

‘(1) conduct a study of the progress of the
States in increasing the percentage of teach-
ers who are fully qualified teachers for fiscal
years 2001 through 2003; and

¢(2) prepare and submit to the Committee
on Education and Workforce of the House of
Representatives and the Committee on
Health, Education, Labor, and Pensions of
the Senate a report containing the results of
the study.
“SEC. 2023. LOCAL APPLICATION ACCOUNT-
ABILITY PROVISIONS.

‘“Each local application submitted under
section 2016 shall contain assurances that—

‘(1) the agency will not hire a teacher with
funds made available to the agency under
this subpart, unless the teacher is a fully
qualified teacher;

‘“(2) the local educational agency and
schools served by the agency will work to en-
sure, through voluntary agreements and in-
centive programs, that elementary school
and secondary school teachers in high-pov-
erty schools served by the local educational
agency will be at least as well qualified, in
terms of experience and credentials, as the
instructional staff in schools served by the
same local educational agency that are not
high-poverty schools;

‘“(3) any teacher who receives certification
from the National Board for Professional
Teaching Standards will be considered fully
qualified to teach, in the academic subjects
in which the teacher is certified, in high-pov-
erty schools in any school district or com-
munity served by the local educational agen-
cy; and

‘(4) the agency will—

‘“‘(A) make available, on request and in an
understandable and uniform format, to any
parent of a student attending any school
served by the local educational agency, in-
formation regarding the professional quali-
fications of the student’s classroom teachers
with regard to—

(i) whether the teacher has met State cer-
tification or licensing criteria for the aca-
demic subjects and grade level in which the
teacher teaches the student;

‘“(ii) whether the teacher is teaching with
emergency or whether any State certifi-
cation or licensing standard has been waived
for the teacher; and

‘‘(iii) the academic qualifications of the
teacher in the academic subjects and grade
levels in which the teacher teaches; and

‘“(B) inform parents that the parents are
entitled to receive the information upon re-
quest.

“SEC. 2024. LOCAL CONTINUATION OF FUNDING.

‘“(a) AGENCIES.—If a local educational
agency applies for funds under this subpart
for a 4th or subsequent fiscal year (including
applying for funds as part of a partnership),
the agency may receive the funds for that
fiscal year only if the State determines that
the agency has demonstrated that the agen-
cy, in carrying out activities under this sub-
part during the past fiscal year, has met an-
nual numerical performance objectives for—

‘(1) improved student performance for all
groups described in section 1111(b)(2);

‘“(2) increased participation in sustained
professional development and mentoring pro-
grams;

‘“(3) reduced the beginning teacher attri-
tion rate for the agency; and



S132

‘‘(4) reduced the number of teachers who
are not certified or licensed, and the number
who are out-of-field teachers, for the agency.

“‘(b) ScHOOLS.—If a local educational agen-
cy applies for funds under this subpart on be-
half of a school for a 4th or subsequent fiscal
year (including applying for funds as part of
a partnership), the agency may receive the
funds for the school for that fiscal year only
if the State determines that the school has
demonstrated that the school, in carrying
out activities under this subpart during the
past fiscal year, has met the requirements of
paragraphs (1) through (4) of subsection (a).

‘‘(c) RECRUITMENT PARTNERSHIPS.—

‘(1) IN GENERAL.—If not more than 90 per-
cent of the graduates of a teacher corps pro-
gram assisted under this subpart for a fiscal
year pass applicable State or local initial
teacher licensing or certification examina-
tions, the recruitment partnership providing
the teacher corps program shall be ineligible
to receive grant funds for the succeeding fis-
cal year.

‘(2) WAIVER.—The State in which the part-
nership is located may waive the require-
ment described in paragraph (1) for a recruit-
ment partnership serving a school district
that has special circumstances, such as a dis-
trict with a small number of corps members.
“SEC. 2025. LOCAL REPORTS.

‘‘(a) IN GENERAL.—Each local educational
agency that receives funds under this sub-
part (including funds received through a
partnership) shall prepare, make publicly
available, and submit to the State edu-
cational agency, every year, beginning in fis-
cal year 2002, a report on the activities of the
agency under this subpart, in such form and
containing such information as the State
educational agency may reasonably require.

““(b) CONTENTS.—The report shall contain,
at a minimum—

‘(1) information on progress throughout
the schools served by the local educational
agency on the performance measures de-
scribed in section 2014(a)(2) and goals de-
scribed in paragraphs (3) and (4) of section
2012(b);

‘(2) information on progress throughout
the schools served by the local educational
agency toward achieving the objectives of,
and carrying out the activities described in,
this subpart;

‘“(3) data on the progress described in para-
graphs (1) and (2), disaggregated by school
poverty level, as defined by the State; and

‘“(4) a description of the methodology used
to gather the information and data described
in paragraphs (1) through (3).

“Subpart 2—National Activities for the Im-
provement of Teaching and School Leader-
ship

“Chapter 1—National Activities and
Clearinghouse

“SEC. 2031. PROGRAM AUTHORIZED.

‘‘(a) IN GENERAL.—The Secretary is author-
ized to make grants to, and to enter into
contracts and cooperative agreements with,
local educational agencies, educational serv-
ice agencies, State educational agencies,
State agencies for higher education, institu-
tions of higher education, and other public
and private nonprofit agencies, organiza-
tions, and institutions to carry out sub-
section (b).

“(b) ACTIVITIES.—In making the grants,
and entering into the contracts and coopera-
tive agreements, the Secretary—

‘(1) may support activities of national sig-
nificance that are not supported through
other sources and that the Secretary deter-
mines will contribute to the improvement of
teaching and school leadership in the Na-
tion’s schools, such as—

‘““(A) supporting collaborative efforts by
States, or consortia of States, to review and
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measure the quality, rigor, and alignment of
State standards and assessments;

“(B) supporting State and local efforts to
develop curricula aligned with State stand-
ards and assessments;

‘“(C) supporting collaborative efforts by
States, or consortia of States, to review and
measure the quality and rigor of standards
for entry into the field of teaching, including
the alignment of such standards with State
standards for students in elementary school
and secondary school, and the alignment of
initial teacher licensing and certification as-
sessments with State standards for entry
into the field of teaching;

“(D) supporting the development of mod-
els, at the State and local levels, of innova-
tive compensation systems that—

‘(i) provide incentives for talented individ-
uals who have a strong knowledge of aca-
demic content to enter teaching; and

‘“(ii) reward veteran teachers who acquire
new knowledge and skills that are needed in
the schools and districts in which the teach-
ers teach; and

‘“(E) supporting collaborative efforts by
States, or consortia of States, to develop
performance-based systems for assessing
content knowledge and teaching skills of
teachers prior to initial certification or li-
censure of the teachers;

‘“(2) may support activities of national sig-
nificance that the Secretary determines will
contribute to the recruitment and retention
of highly qualified teachers and principals in
schools served by high-poverty local edu-
cational agencies, such as—

‘“(A) the development and implementation
of a national teacher recruitment clearing-
house and job bank, which shall be coordi-
nated and, to the extent feasible, integrated
with the America’s Job Bank administered
by the Secretary of Labor, to—

‘(i) disseminate information and resources
nationwide on entering the teaching profes-
sion, to persons interested in becoming
teachers;

‘“(ii) serve as a national resource center re-
garding effective practices for teacher pro-
fessional development and mentoring, re-
cruitment, and retention;

““(iii) link prospective teachers to local
educational agencies and training resources;

‘“(iv) provide information and technical as-
sistance to prospective teachers about cer-
tification and licensing and other State and
local requirements related to teaching; and

‘“(v) provide data projections concerning
teacher and administrator supply and de-
mand and available teaching and adminis-
trator opportunities;

‘“(B) the development and implementation,
or expansion, of programs that recruit tal-
ented individuals to become principals, in-
cluding such programs that employ alter-
native routes to State certification or licens-
ing that are at least as rigorous as the
State’s standards for initial certification or
licensing of teachers, and that prepare both
new and experienced principals to serve as
instructional leaders, which may include the
creation and operation of a national center
or regional centers for the preparation and
support of principals as leaders of school re-
form;

“(C) efforts to increase the portability of
teacher pensions and reciprocity of teaching
credentials across State lines;

‘(D) research, evaluation, and dissemina-
tion activities related to effective strategies
for increasing the portability of teachers’
credited years of experience across State and
school district lines;

‘“(E) the development and implementation
of national or regional programs to—

‘(i) recruit highly talented individuals to
become teachers, through alternative routes
to certification or licensing that are at least
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as rigorous as the State’s standards for ini-
tial certification or licensing of teachers, in
schools served by high-poverty local edu-
cational agencies; and

“‘(ii) help retain the individuals for more
than 3 years as classroom teachers in schools
served by the local educational agencies; and

‘““(F) the establishment of partnerships of
high-poverty local educational agencies,
teacher organizations, and local businesses,
in order to help the agencies attract and re-
tain high-quality teachers and principals
through provision of increased pay, com-
bined with reforms to raise teacher perform-
ance including use of regular, rigorous peer
evaluations and (where appropriate) student
evaluations of every teacher;

“(3) may support the National Board for
Professional Teaching Standards;

‘““(4)(A) shall carry out a national evalua-
tion, not sooner than 3 years and not later
than 4 years after the date of enactment of
the Educational Opportunities Act, of the ef-
fect of activities carried out under this title,
including an assessment of changes in in-
structional practice and objective measures
of student achievement; and

‘(B) shall submit a report containing the
results of the evaluation to Congress; and

‘“(5) shall annually submit to Congress a
report on the information contained in the
State reports described in section 2022.

“SEC. 2032. EISENHOWER NATIONAL CLEARING-
HOUSE FOR MATHEMATICS AND
SCIENCE EDUCATION.

‘“‘(a) ESTABLISHMENT OF CLEARINGHOUSE.—
The Secretary shall award a grant or con-
tract, on a competitive basis, to an entity to
establish and operate an Eisenhower Na-
tional Clearinghouse for Mathematics and
Science Education (referred to in this sec-
tion as ‘the Clearinghouse’).

““(b) AUTHORIZED ACTIVITIES.—

‘(1) APPLICATION AND AWARD BASIS.—

‘“(A) IN GENERAL.—An entity desiring to es-
tablish and operate the Clearinghouse shall
submit an application to the Secretary at
such time, in such manner, and containing
such information as the Secretary may rea-
sonably require.

‘(B) PEER REVIEW.—The Secretary shall es-
tablish a peer review panel to make rec-
ommendations on the recipient of the award
for the Clearinghouse.

¢“(C) BAsIs.—The Secretary shall make the
award for the Clearinghouse on the basis of
merit.

‘‘(2) DURATION.—The Secretary shall award
the grant or contract for the Clearinghouse
for a period of 5 years.

“(3) AcTIVITIES.—The award recipient shall
use the award funds to—

“(A) maintain a permanent collection of
such mathematics and science education in-
structional materials and programs for ele-
mentary schools and secondary schools as
the Secretary finds appropriate, and give pri-
ority to maintaining such materials and pro-
grams that have been identified as promising
or exemplary, through a systematic ap-
proach such as the use of expert panels re-
quired under the Educational Research, De-
velopment, Dissemination, and Improvement
Act of 1994;

‘“(B) disseminate the materials and pro-
grams described in subparagraph (A) to the
public, State educational agencies, local edu-
cational agencies, and schools (particularly
high-poverty, low-performing schools), in-
cluding dissemination through the mainte-
nance of an interactive national electronic
information management and retrieval sys-
tem accessible through the World Wide Web
and other advanced communications tech-
nologies;
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‘(C) coordinate activities with entities op-
erating other databases containing mathe-
matics and science curriculum and instruc-
tional materials, including Federal, non-Fed-
eral, and, where feasible, international data-
bases;

‘(D) using not more than 10 percent of the
amount awarded under this section for any
fiscal year, participate in collaborative
meetings of representatives of the Clearing-
house and regional mathematics and science
education consortia to—

‘(i) discuss issues of common interest and
concern;

‘“(ii) foster effective collaboration and co-
operation in acquiring and distributing in-
structional materials and programs; and

‘‘(iii) coordinate and enhance computer
network access to the Clearinghouse and the
resources of the regional consortia;

‘“‘(E) support the development and dissemi-
nation of model professional development
and mentoring materials for mathematics
and science education;

“(F) contribute materials or information,
as appropriate, to other national repositories
or networks; and

“(G) gather qualitative and evaluative
data on submissions to the Clearinghouse,
and disseminate that data widely, including
through the use of electronic dissemination
networks.

‘“(4) SUBMISSION TO CLEARINGHOUSE.—Each
Federal agency or department that develops
mathematics or science education instruc-
tional materials or programs, including the
National Science Foundation and the De-
partment, shall submit copies of that mate-
rials or those programs to the Clearinghouse.

‘“(5) STEERING COMMITTEE.—The Secretary
may appoint a steering committee to rec-
ommend policies and activities for the Clear-
inghouse.

*“(6) APPLICATION OF COPYRIGHT LAWS.—

‘“(A) CONSTRUCTION.—Nothing in this sec-
tion shall be construed to allow the use or
copying, in any medium, of any material col-
lected by the Clearinghouse that is protected
under the copyright laws of the United
States unless the Clearinghouse obtains the
permission of the owner of the copyright.

‘“‘(B) COMPLIANCE.—In carrying out this
section, the Clearinghouse shall ensure com-
pliance with title 17, United States Code.

“Chapter 2—Transition to Teaching
“SEC. 2041. PURPOSE.

“The purpose of this chapter is to address
the need of high-poverty local educational
agencies for highly qualified teachers in par-
ticular academic subjects, such as mathe-
matics, science, foreign languages, bilingual
education, and special education needed by
the agencies, by—

‘(1) continuing and enhancing the Troops
to Teachers model for recruiting and sup-
porting the placement of such teachers; and

‘(2) recruiting, preparing, placing, and sup-
porting career-changing professionals who
have knowledge and experience that will
help the professionals become such teachers.

“SEC. 2042. DEFINITIONS.

“In this chapter:

‘(1) PROGRAM PARTICIPANT.—The term ‘pro-
gram participant’ means a career-changing
professional who—

““(A) demonstrates interest in, and com-
mitment to, becoming a teacher; and

‘(B) has knowledge and experience that is
relevant to teaching a high-need academic
subject for a high-poverty local educational
agency.

‘(2) SECRETARY.—The term ‘Secretary’
means the Secretary of Education, except as
otherwise determined in accordance with the
agreements described in section 2043(b).
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“SEC. 2043. PROGRAM AUTHORIZED.

‘‘(a) AUTHORITY.—Subject to subsection (b),
using funds made available to carry out this
chapter under section 2003(2)(A) for each fis-
cal year, the Secretary may award grants,
contracts, or cooperative agreements to in-
stitutions of higher education and public and
private nonprofit agencies or organizations
to carry out programs authorized under this
chapter.

“(b) IMPLEMENTATION.—

‘(1) CONSULTATION.—Before making awards
under subsection (a) for any fiscal year, the
Secretary of Education shall—

‘“(A) consult with the Secretary of Defense
and the Secretary of Transportation regard-
ing the appropriate amount of funding need-
ed to carry out this chapter; and

‘“(B) upon agreement, transfer that amount
to the Department of Defense to carry out
this chapter.

‘“(2) AGREEMENT.—The Secretary of Edu-
cation may enter into a written agreement
with the Secretary of Defense and the Sec-
retary of Transportation, or take such other
steps as the Secretary of Education deter-
mines are appropriate, to ensure effective
implementation of this chapter.

“SEC. 2044. APPLICATION.

‘“Hach entity that desires an award under
section 2043(a) shall submit an application to
the Secretary at such time, in such manner,
and containing such information as the Sec-
retary may require, including—

‘(1) a description of the target group of ca-
reer-changing professionals on which the en-
tity will focus in carrying out a program
under this chapter, including a description of
the characteristics of that target group that
shows how the knowledge and experience of
the members of the group are relevant to
meeting the purpose of this chapter;

‘“(2) a description of how the entity will
identify and recruit program participants;

““(3) a description of the training that pro-
gram participants will receive and how that
training will relate to their certification or
licensing as teachers;

‘“(4) a description of how the entity will en-
sure that program participants are placed
with, and teach for, high-poverty local edu-
cational agencies;

‘“(5) a description of the teacher induction
services (which may be provided through in-
duction programs in existence on the date of
submission of the application) the program
participants will receive throughout at least
their first year of teaching;

‘“(6) a description of how the entity will
collaborate, as needed, with other institu-
tions, agencies, or organizations to recruit,
train, place, and support program partici-
pants under this chapter, including evidence
of the commitment of the institutions, agen-
cies, or organizations to the entity’s pro-
gram;

‘(7) a description of how the entity will
evaluate the progress and effectiveness of
the entity’s program, including a description
of—

‘“(A) the program’s goals and objectives;

‘(B) the performance indicators the entity
will use to measure the program’s progress;
and

“(C) the outcome measures that the entity
will use to determine the program’s effec-
tiveness; and

‘(8) an assurance that the entity will pro-
vide to the Secretary such information as
the Secretary determines to be necessary to
determine the overall effectiveness of pro-
grams carried out under this chapter.

“SEC. 2045. USES OF FUNDS AND PERIOD OF
SERVICE.

‘“‘(a) AUTHORIZED ACTIVITIES.—Funds made
available under this chapter may be used
for—
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‘(1) recruiting program participants, in-
cluding informing individuals who are poten-
tial participants of opportunities available
under the program and putting the individ-
uals in contact with other institutions, agen-
cies, or organizations that would train,
place, and support the individuals;

‘(2) providing training stipends and other
financial incentives for program partici-
pants, such as paying for moving expenses,
not to exceed $5,000, in the aggregate, per
participant;

‘(3) assisting institutions of higher edu-
cation or other providers of teacher training
to tailor their training to meet the par-
ticular needs of professionals who are chang-
ing their careers to teaching;

‘‘(4) providing placement activities, includ-
ing identifying high-poverty local edu-
cational agencies with needs for the par-
ticular skills and characteristics of the
newly trained program participants and as-
sisting the participants to obtain employ-
ment with the local educational agencies;
and

‘“(5) providing post-placement induction or
support activities for program participants.

‘“(b) PERIOD OF SERVICE.—A program par-
ticipant in a program under carried out
under this chapter who completes the par-
ticipant’s training shall serve in a high-pov-
erty local educational agency for at least 3
years.

‘‘(c) REPAYMENT.—The Secretary shall es-
tablish such requirements as the Secretary
determines to be appropriate to ensure that
program participants who receive a training
stipend or other financial incentive under
subsection (a)(2), but fail to complete their
service obligation under subsection (b),
repay all or a portion of such stipend or
other incentive.

“SEC. 2046. EQUITABLE DISTRIBUTION.

“To the extent practicable, the Secretary
shall make awards under this chapter that
support programs in different geographic re-
gions of the Nation.

“Chapter 3—Hometown Teachers
“SEC. 2051. PURPOSE.

““The purpose of this chapter is to support
the efforts of high-need local educational
agencies to develop and implement com-
prehensive approaches to recruiting and re-
taining highly qualified teachers, including
recruiting such teachers through Hometown
Teacher programs that carry out long-term
strategies to expand the capacity of the com-
munities served by the agencies to produce
local teachers.

“SEC. 2052. DEFINITION.

“The term ‘high-need local educational
agency’ means a local educational agency
that serves an elementary school or sec-
ondary school located in an area in which
there is—

‘(1) a high percentage (as determined by
the State in which the agency is located) of
individuals from families with incomes
below the poverty line;

‘“(2) a high percentage (as determined by
the State in which the agency is located) of
secondary school teachers not teaching in
the core academic subjects in which the
teachers were trained to teach; or

‘(3) a high percentage (as determined by
the State in which the agency is located) of
elementary school and secondary school
teachers who are not fully qualified teachers.
“SEC. 2053. PROGRAM AUTHORIZED.

“From funds made available to carry out
this chapter under section 2003(2)(B) for each
fiscal year, the Secretary may award grants
to high-need local educational agencies to
carry out Hometown Teacher programs and
other activities described in this chapter.
“SEC. 2054. APPLICATIONS.

‘“Each high-need local educational agency
that desires to receive a grant under section
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2053 shall submit an application to the Sec-
retary at such time, in such manner, and
containing such information as the Sec-
retary may require, including—

‘(1) a description of the local educational
agency’s assessment of the agency’s needs
for teachers, such as the agency’s projected
shortage of qualified teachers and the per-
centage of teachers serving the agency who
lack certification or licensure or who are
teaching out of field;

‘‘(2) a description of a Hometown Teacher
program that the local educational agency
plans to develop and implement with the
funds made available through the grant, in-
cluding a description of—

‘‘(A) strategies the agency will use to—

‘(i) encourage secondary school and mid-
dle school students in schools served by the
local educational agency to consider pur-
suing careers in the teaching profession; and

‘“(ii) provide support at the undergraduate
level to those students who intend to become
teachers; and

‘“(B) the agency’s plans to streamline the
hiring timelines in the hiring policies and
practices of the agency for participants in
the Hometown Teacher program;

‘“(3) a description of the long-term strate-
gies that the agency will use, if any, to re-
duce the agency’s teacher attrition rate, in-
cluding providing mentoring programs and
making efforts to raise teacher salaries and
create more desirable working conditions for
teachers;

‘“(4) a description of the agency’s strategy
for ensuring that all secondary school teach-
ers and middle school teachers in the school
district are fully certified or licensed in an
academic subject and are teaching the ma-
jority of their classes in the subject in which
the teachers are certified or licensed;

‘“(6) a description of the short-term strate-
gies the agency will use, if any, to address
the agency’s teacher shortage problem, in-
cluding the strategies the agency will use to
ensure that the teachers that the local edu-
cational agency is targeting for employment
are fully certified or licensed;

¢“(6) a description of the agency’s long-term
plan for ensuring that the agency’s teachers
have opportunities for sustained, high-qual-
ity professional development;

‘(T a description of the ways in which the
activities proposed to be carried out through
the grant are part of the agency’s overall
plan for improving the quality of teaching
and student achievement;

‘“(8) a description of how the agency will
collaborate, as needed, with other institu-
tions, agencies, or organizations to develop
and implement the strategies the agency
proposes in the application, including evi-
dence of the commitment of the institutions,
agencies, or organizations to the agency’s
activities;

‘“(9) a description of the strategies the
agency will use to coordinate activities fund-
ed under the program carried out under this
chapter with activities funded through other
Federal programs that address teacher short-
ages, including programs carried out through
grants to local educational agencies under
title I or this title, including chapter 2, if the
applicant receives funds from the programs;

‘(10) a description of how the agency will
evaluate the progress and effectiveness of
the Hometown Teacher program, including a
description of—

‘“(A) the agency’s goals and objectives for
the program;

‘“(B) the performance indicators that the
agency will use to measure the program’s ef-
fectiveness; and

‘(C) the measurable outcome measures,
such as increased percentages of fully cer-
tified or licensed teachers, that the agency
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will use to determine the program’s effec-
tiveness; and

“(11) an assurance that the agency will
provide to the Secretary such information as
the Secretary determines to be necessary to
determine the overall effectiveness of pro-
grams carried out under this chapter.

“SEC. 2055. PRIORITY.

“In awarding grants under this chapter,
the Secretary may give priority to agencies
submitting applications that—

‘(1) focus on increasing the percentage of
qualified teachers in particular teaching
fields, such as mathematics, science, and bi-
lingual education; and

‘(2) focus on recruiting qualified teachers
for certain types of communities, such as
urban and rural communities.

“SEC. 2056. USE OF FUNDS.

‘‘(a) MANDATORY USE OF FUNDS.—A local
educational agency that receives a grant
under this chapter shall use the funds made
available through the grant to develop and
implement long-term strategies to address
the agency’s teacher shortage, including car-
rying out Hometown Teacher programs such
as the programs described in section 2051.

“(b) PERMISSIBLE USE OF FUNDS.—A local
educational agency that receives a grant
under this chapter may use the funds made
available through the grant to—

‘(1) develop and implement strategies to
reduce the local educational agency’s teach-
er attrition rate, including providing men-
toring programs, increasing teacher salaries,
and creating more desirable working condi-
tions for teachers; and

‘“(2) develop and implement short-term
strategies to address the agency’s teacher
shortage, including providing scholarships to
undergraduates who agree to teach in the
school district served by the agency for a
certain number of years, providing signing
bonuses for teachers, and implementing
streamlined hiring practices.

‘“(c) SUPPLEMENT, NOT SUPPLANT.—Funds
made available under this chapter shall be
used to supplement, and shall not supplant,
State and local funds expended to carry out
programs and activities authorized under
this chapter.

“SEC. 2057. SERVICE REQUIREMENTS.

‘‘(a) IN GENERAL.—The Secretary shall es-
tablish such requirements as the Secretary
finds to be necessary to ensure that a recipi-
ent of a scholarship under this chapter who
completes a teacher education program sub-
sequently—

‘(1) teaches in a school district served by
a high-need local educational agency, for a
period of time equivalent to the period for
which the recipient received the scholarship;
or

‘“(2) repays the amount of the funds pro-
vided through the scholarship.

‘“(b) USE OF REPAID FUNDS.—The Secretary
shall deposit any such repaid funds in an ac-
count, and use the funds to carry out addi-
tional activities under this chapter.

“Chapter 4—Early Childhood Educator
Professional Development
“SEC. 2061. PURPOSE.

““‘In support of the national effort to attain
the first of America’s Education Goals, the
purpose of this chapter is to enhance the
school readiness of young children, particu-
larly disadvantaged young children, and to
prevent them from encountering reading dif-
ficulties once they enter school, by improv-
ing the knowledge and skills of early child-
hood educators who work in communities
that have high concentrations of children
living in poverty.

“SEC. 2062. PROGRAM AUTHORIZED.

‘“(a) GRANTS TO PARTNERSHIPS.—The Sec-

retary shall carry out the purpose of this
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chapter by awarding grants, on a competi-
tive basis, to partnerships consisting of—

‘“(1)(A) one or more institutions of higher
education that provide professional develop-
ment for early childhood educators who
work with children from low-income families
in high-need communities; or

‘“(B) another public or private, nonprofit
entity that provides such professional devel-

opment;
‘“(2) one or more public agencies (including
local educational agencies, State edu-

cational agencies, State human services
agencies, and State and local agencies ad-
ministering programs under the Child Care
and Development Block Grant Act of 1990),
Head Start agencies, or private, nonprofit or-
ganizations; and

“(3) to the extent feasible, an entity with
demonstrated experience in providing vio-
lence prevention education training to edu-
cators in early childhood education pro-
grams.

‘“(b) PRIORITY.—In awarding grants under
this chapter, the Secretary shall give pri-
ority to partnerships that include 1 or more
local educational agencies which operate
early childhood education programs for chil-
dren from low-income families in high-need
communities.

‘‘(c) DURATION AND NUMBER OF GRANTS.—

‘(1) DURATION.—Each grant under this
chapter shall be awarded for not more than
4 years.

*“(2) NUMBER.—No partnership may receive
more than 1 grant under this chapter.

“SEC. 2063. APPLICATIONS.

‘‘(a) APPLICATIONS REQUIRED.—Any part-
nership that desires to receive a grant under
this chapter shall submit an application to
the Secretary at such time, in such manner,
and containing such information as the Sec-
retary may require.

“(b) CONTENTS.—Each
shall include—

‘(1) a description of the high-need commu-
nity to be served by the project, including
such demographic and socioeconomic infor-
mation as the Secretary may request;

‘“(2) information on the quality of the early
childhood educator professional development
program currently conducted by the institu-
tion of higher education or other provider in
the partnership;

‘“(3) the results of the assessment that the
entities in the partnership have undertaken
to determine the most critical professional
development needs of the early childhood
educators to be served by the partnership
and in the broader community, and a de-
scription of how the proposed project will ad-
dress those needs;

‘“(4) a description of how the proposed
project will be carried out, including—

““(A) how individuals will be selected to
participate;

‘“(B) the types of research-based profes-
sional development activities that will be
carried out;

‘(C) how research on effective professional
development and on adult learning will be
used to design and deliver project activities;

‘(D) how the project will coordinate with
and build on, and will not supplant or dupli-
cate, early childhood education professional
development activities that exist in the com-
munity;

‘“‘(E) how the project will train early child-
hood educators to provide services that are
based on developmentally appropriate prac-
tices and the best available research on
child, language, and literacy development
and on early childhood pedagogy;

‘“(F) how the program will train early
childhood educators to meet the diverse edu-
cational needs of children in the community,
including children who have limited English

such application
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proficiency,
needs; and

“(G) how the project will train early child-
hood educators in identifying and preventing
behavioral problems or violent behavior in
children;

‘“(b) a description of—

““(A) the specific objectives that the part-
nership will seek to attain through the
project, and how the partnership will meas-
ure progress toward attainment of those ob-
jectives; and

‘“(B) how the objectives and the measure-
ment activities align with the performance
indicators established by the Secretary
under section 2066(a);

‘(6) a description of the partnership’s plan
for institutionalizing the activities carried
out under the project, so that the activities
continue once Federal funding ceases;

“(7T) an assurance that, where applicable,
the project will provide appropriate profes-
sional development to volunteer staff, as
well as to paid staff; and

‘(8) an assurance that, in developing its
application and in carrying out its project,
the partnership has consulted with, and will
consult with, relevant agencies and early
childhood educator organizations described
in section 2062(a)(2) that are not members of
the partnership.

“SEC. 2064. SELECTION OF GRANTEES.

‘‘(a) CRITERIA.—The Secretary shall select
partnerships to receive funding on the basis
of the community’s need for assistance and
the quality of the applications.

““(b) GEOGRAPHIC DISTRIBUTION.—In select-
ing partnerships, the Secretary shall seek to
ensure that communities in different regions
of the Nation, as well as both urban and
rural communities, are served.

“SEC. 2065. USES OF FUNDS.

‘‘(a) IN GENERAL.—Each partnership receiv-
ing a grant under this chapter shall use the
grant funds to carry out activities that will
improve the knowledge and skills of early
childhood educators who are working in
early childhood programs that are located in
high-need communities and serve concentra-
tions of children from low-income families.

“‘(b) ALLOWABLE ACTIVITIES.—Such activi-
ties may include—

‘(1) professional development for individ-
uals working as early childhood educators,
particularly to familiarize those individuals
with the application of recent research on
child, language, and literacy development
and on early childhood pedagogy;

‘“(2) professional development for early
childhood educators in working with par-
ents, based on the best current research on
child, language, and literacy development
and parent involvement, so that the edu-
cators can prepare their children to succeed
in school;

““(3) professional development for early
childhood educators to work with children
who have limited English proficiency, dis-
abilities, and other special needs;

‘“(4) professional development to train
early childhood educators in identifying and
preventing behavioral problems or violent
behavior in children;

‘“(5) activities that assist and support early
childhood educators during their first three
years in the field;

‘(6) development and implementation of
early childhood educator professional devel-
opment programs that make use of distance
learning and other technologies;

‘(T professional development activities re-
lated to the selection and use of research-
based diagnostic assessments to improve
teaching and learning; and

‘(8) data collection, evaluation, and re-
porting needed to meet the requirements of
this chapter relating to accountability.

disabilities, or other special
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“SEC. 2066. ACCOUNTABILITY.

‘“‘(a) PERFORMANCE INDICATORS.—Simulta-
neously with the publication of any applica-
tion notice for grants under this chapter, the
Secretary shall announce performance indi-
cators for this chapter, which shall be de-
signed to measure—

“(1) the quality and assessability of the
professional development provided;

‘“(2) the impact of that professional devel-
opment on the early childhood education
provided by the individuals who are trained;
and

“(3) such other measures of program im-
pact as the Secretary determines appro-
priate.

““(b) ANNUAL REPORTS; TERMINATION.—

‘(1) ANNUAL REPORTS.—Each partnership
receiving a grant under this chapter shall re-
port annually to the Secretary on the part-
nership’s progress against the performance
indicators.

‘“(2) TERMINATION.—The Secretary may ter-
minate a grant under this chapter at any
time if the Secretary determines that the
partnership is not making satisfactory
progress against the indicators.

“SEC. 2067. COST-SHARING.

‘“‘(a) IN GENERAL.—Each partnership shall
provide, from other sources, which may in-
clude other Federal sources—

‘(1) at least 50 percent of the total cost of
its project for the grant period; and

‘“(2) at least 20 percent of the project cost
in each year.

“(b) ACCEPTABLE CONTRIBUTIONS.—A part-
nership may meet the requirement of sub-
section (a) through cash or in-kind contribu-
tions, fairly valued.

‘“(c) WAIVERS.—The Secretary may waive
or modify the requirements of subsection (a)
in cases of demonstrated financial hardship.

“SEC. 2068. FEDERAL COORDINATION.

“The Secretary and the Secretary of
Health and Human Services shall coordinate
activities under this chapter and other early
childhood programs administered by the two
Secretaries.

“SEC. 2069. DEFINITIONS.

““‘In this chapter:

‘(1) HIGH-NEED COMMUNITY.—

‘“(A) IN GENERAL.—The term
community’ means—

‘“(i) a municipality, or a portion of a mu-
nicipality, in which at least 50 percent of the
children are from low-income families; or

‘“(ii) a municipality that is one of the 10
percent of municipalities within the State
having the greatest numbers of such chil-
dren.

‘“(B) DETERMINATION.—In determining
which communities are described in subpara-
graph (A), the Secretary shall use such data
as the Secretary determines are most accu-
rate and appropriate.

““(2) LOW-INCOME FAMILY.—The term ‘low-
income family’ means a family with an in-
come below the poverty line (as defined by
the Office of Management and Budget and re-
vised annually in accordance with section
673(2) of the Community Services Block
Grant Act) applicable to a family of the size
involved for the most recent fiscal year for
which satisfactory data are available.

“(3) EARLY CHILDHOOD EDUCATOR.—The
term ‘early childhood educator’ means a per-
son who provides care and education to chil-
dren at any age from birth through kinder-
garten.”.

(b) CONFORMING AMENDMENT.—The Troops-
to-Teachers Program Act of 1999 (20 U.S.C.
9301 et seq.) is repealed.

‘high-need
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Subtitle B—Safe, Healthy Schools and
Communities

CHAPTER 1—GRANTS FOR SCHOOL
RENOVATION
SEC. 311. GRANTS FOR SCHOOL RENOVATION.

Title X (20 U.S.C. 8001 et seq.) is amended
by adding at the end the following:

“PART L—SCHOOL RENOVATION
“SEC. 10995. GRANTS FOR SCHOOL RENOVATION.

‘“(a) IN GENERAL.—

‘(1) ALLOCATION OF FUNDS.—Of the amount
appropriated for each fiscal year under sub-
section (k), the Secretary of Education shall
allocate—

““(A) 6.0 percent of such amount for grants
to impacted local educational agencies (as
defined in paragraph (3)) for school repair,
renovation, and construction;

‘“(B) 0.25 percent of such amount for grants
to outlying areas for school repair and ren-
ovation in high-need schools and commu-
nities, allocated on such basis, and subject to
such terms and conditions, as the Secretary
determines appropriate;

“(C) 2 percent of such amount for grants to
public entities, private nonprofit entities,
and consortia of such entities, for use in ac-
cordance with subpart 2 of part C of this title
X; and

‘(D) the remainder to State educational
agencies in proportion to the amount each
State received under part A of title I for fis-
cal year 2001, except that no State shall re-
ceive less than 0.5 percent of the amount al-
located under this subparagraph.

*“(2) DETERMINATION OF GRANT AMOUNT.—

““(A) DETERMINATION OF WEIGHTED STUDENT
UNITS.—For purposes of computing the grant
amounts under paragraph (1)(A) for fiscal
year 2001, the Secretary shall determine the
results obtained by the computation made
under section 8003 with respect to children
described in subsection (a)(1)(C) of such sec-
tion and computed under subsection (a)(2)(B)
of such section for such year—

‘(i) for each impacted local educational
agency that receives funds under this sec-
tion; and

¢“(ii) for all such agencies together.

‘(B) COMPUTATION OF PAYMENT.—For fiscal
year 2002, the Secretary shall calculate the
amount of a grant to an impacted local edu-
cational agency by—

‘(i) dividing the amount described in para-
graph (1)(A) by the results of the computa-
tion described in subparagraph (A)(ii); and

‘“(ii) multiplying the number derived under
clause (i) by the results of the computation
described in subparagraph (A)(i) for such
agency.

‘“(3) DEFINITION.—For purposes of this sec-
tion, the term ‘impacted local educational
agency’ means, for fiscal year 2001—

““(A) a local educational agency that re-
ceives a basic support payment under section
8003(b) for such fiscal year; and

‘(B) with respect to which the number of
children determined under section
8003(a)(1)(C) for the preceding school year
constitutes at least 50 percent of the total
student enrollment in the schools of the
agency during such school year.

““(b) WITHIN-STATE ALLOCATIONS.—

‘(1) ADMINISTRATIVE COSTS.—

““(A) STATE EDUCATIONAL AGENCY ADMINIS-
TRATION.—Except as provided in subpara-
graph (B), each State educational agency
may reserve not more than 1 percent of its
allocation under subsection (a)(1)(D) for the
purpose of administering the distribution of
grants under this subsection.

“(B) STATE ENTITY ADMINISTRATION.—If the
State educational agency transfers funds to
a State entity described in paragraph (2)(A),
the agency shall transfer to such entity 0.75
of the amount reserved under this paragraph
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for the purpose of administering the dis-
tribution of grants under this subsection.

‘“(2) RESERVATION FOR COMPETITIVE SCHOOL
REPAIR AND RENOVATION GRANTS TO LOCAL
EDUCATIONAL AGENCIES.—

‘“(A) IN GENERAL.—Subject to the reserva-
tion under paragraph (1), of the funds allo-
cated to a State educational agency under
subsection (a)(1)(D), the State educational
agency shall distribute 756 percent of such
funds to local educational agencies or, if
such State educational agency is not respon-
sible for the financing of education facilities,
the agency shall transfer such funds to the
State entity responsible for the financing of
education facilities (referred to in this sec-
tion as the ‘State entity’) for distribution by
such entity to local educational agencies in
accordance with this paragraph, to be used,
consistent with subsection (c¢), for school re-
pair and renovation.

‘(B) COMPETITIVE GRANTS TO LOCAL EDU-
CATIONAL AGENCIES.—

‘(i) IN GENERAL.—The State educational
agency or State entity shall carry out a pro-
gram of competitive grants to local edu-
cational agencies for the purpose described
in subparagraph (A). Of the total amount
available for distribution to such agencies
under this paragraph, the State educational
agency or State entity, shall, in carrying out
the competition—

“(I) award to high poverty local edu-
cational agencies described in clause (ii), in
the aggregate, at least an amount which
bears the same relationship to such total
amount as the aggregate amount such local
educational agencies received under part A
of title I for fiscal year 2002 bears to the ag-
gregate amount received for such fiscal year
under such part by all local educational
agencies in the State;

““(IT) award to rural local educational agen-
cies in the State, in the aggregate, at least
an amount which bears the same relation-
ship to such total amount as the aggregate
amount such rural local educational agen-
cies received under part A of title I for fiscal
year 2001 bears to the aggregate amount re-
ceived for such fiscal year under such part by
all local educational agencies in the State;
and

“(ITII) award the remaining funds to local
educational agencies not receiving an award
under subclause (I) or (II), including high
poverty and rural local educational agencies
that did not receive such an award.

‘(i) HIGH POVERTY LOCAL EDUCATIONAL
AGENCIES.—A local educational agency is de-
scribed in this clause if—

‘“(I) the percentage described in subpara-
graph (C)(i) with respect to the agency is 30
percent or greater; or

“(IT) the number of children described in
such subparagraph with respect to the agen-
cy is at least 10,000.

‘(C) CRITERIA FOR AWARDING GRANTS.—In
awarding competitive grants under this
paragraph, a State educational agency or
State entity shall take into account the fol-
lowing criteria:

‘‘(i) The percentage of poor children 5 to 17
years of age, inclusive, in a local educational
agency.

‘(i) The need of a local educational agen-
cy for school repair and renovation, as dem-
onstrated by the condition of its public
school facilities.

‘‘(iii) The fiscal capacity of a local edu-
cational agency to meet its needs for repair
and renovation of public school facilities
without assistance under this section, in-
cluding its ability to raise funds through the
use of local bonding capacity and otherwise.

““(iv) In the case of a local educational
agency that proposes to fund a repair or ren-
ovation project for a charter school or
schools, the extent to which the school or
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schools have access to funding for the
project through the financing methods avail-
able to other public schools or local edu-
cational agencies in the State.

‘“(v) The likelihood that the local edu-
cational agency will maintain, in good con-
dition, any facility whose repair or renova-
tion is assisted under this section.

‘(D) POSSIBLE MATCHING REQUIREMENT.—

‘(i) IN GENERAL.—A State educational
agency or State entity may require local
educational agencies to match funds awarded
under this subsection.

‘“(ii) MATCH AMOUNT.—The amount of a
match described in clause (i) may be estab-
lished by using a sliding scale that takes
into account the relative poverty of the pop-
ulation served by the local educational agen-
cy.
¢“(3) RESERVATION FOR COMPETITIVE IDEA OR
TECHNOLOGY GRANTS TO LOCAL EDUCATIONAL
AGENCIES.—

‘“(A) IN GENERAL.—Subject to the reserva-
tion under paragraph (1), of the funds allo-
cated to a State educational agency under
subsection (a)(1)(D), the State educational
agency shall distribute 25 percent of such
funds to local educational agencies through
competitive grant processes, to be used for
the following:

‘(i) To carry out activities under part B of
the Individuals with Disabilities Education
Act (20 U.S.C. 1411 et seq.).

‘“(ii) For technology activities that are
carried out in connection with school repair
and renovation, including—

‘“(I) wiring;

‘(II) acquiring hardware and software;

‘(III) acquiring connectivity linkages and
resources; and

“(IV) acquiring microwave, fiber optics,
cable, and satellite transmission equipment.

“(B) CRITERIA FOR AWARDING IDEA
GRANTS.—In awarding competitive grants
under subparagraph (A) to be used to carry
out activities under part B of the Individuals
with Disabilities Education Act (20 U.S.C.
1411 et seq.), a State educational agency
shall take into account the following cri-
teria:

‘(i) The need of a local educational agency
for additional funds for a student whose indi-
vidually allocable cost for expenses related
to the Individuals with Disabilities Edu-
cation Act substantially exceeds the State’s
average per-pupil expenditure (as defined in
section 14101(2)).

‘“(ii) The need of a local educational agen-
cy for additional funds for special education
and related services under part B of the Indi-
viduals with Disabilities Education Act (20
U.S.C. 1411 et seq.).

‘“(iii) The need of a local educational agen-
cy for additional funds for assistive tech-
nology devices (as defined in section 602 of
the Individuals with Disabilities Education
Act (20 U.S.C. 1401)) or assistive technology
services (as so defined) for children being
served under part B of the Individuals with
Disabilities Education Act (20 U.S.C. 1411 et
seq.).

‘“(iv) The need of a local educational agen-
cy for additional funds for activities under
part B of the Individuals with Disabilities
Education Act (20 U.S.C. 1411 et seq.) in order
for children with disabilities to make
progress toward meeting the performance
goals and indicators established by the State
under section 612(a)(16) of such Act (20 U.S.C.
1412).

“(C) CRITERIA FOR AWARDING TECHNOLOGY
GRANTS.—In awarding competitive grants
under subparagraph (A) to be used for tech-
nology activities that are carried out in con-
nection with school repair and renovation, a
State educational agency shall take into ac-
count the need of a local educational agency
for additional funds for such activities, in-
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cluding the need for the activities described
in subclauses (I) through (IV) of subpara-
graph (A)(i).

‘‘(c) RULES APPLICABLE TO SCHOOL REPAIR
AND RENOVATION.—With respect to funds
made available under this section that are
used for school repair and renovation, the
following rules shall apply:

‘(1) PERMISSIBLE USES OF FUNDS.—School
repair and renovation shall be limited to one
or more of the following:

‘“(A) Emergency repairs or renovations to
public school facilities only to ensure the
health and safety of students and staff, in-
cluding—

‘(i) repairing, replacing, or installing
roofs, electrical wiring, plumbing systems,
or sewage systems;

‘‘(ii) repairing, replacing, or installing
heating, ventilation, or air conditioning sys-
tems (including insulation); and

¢(iii) bringing public schools into compli-
ance with fire and safety codes.

‘“(B) School facilities modifications nec-
essary to render public school facilities ac-
cessible in order to comply with the Ameri-
cans with Disabilities Act of 1990 (42 U.S.C.
12101 et seq.).

‘(C) School facilities modifications nec-
essary to render public school facilities ac-
cessible in order to comply with section 504
of the Rehabilitation Act of 1973 (29 U.S.C.
794).

“(D) Asbestos abatement or removal from
public school facilities.

‘“(E) Renovation, repair, and acquisition
needs related to the building infrastructure
of a charter school.

‘(2) IMPERMISSIBLE USES OF FUNDS.—NoO
funds received under this section may be
used for—

“(A) payment of maintenance costs in con-
nection with any projects constructed in
whole or part with Federal funds provided
under this section;

‘(B) the construction of new facilities, ex-
cept for facilities for an impacted local edu-
cational agency (as defined in subsection
(a)(3)); or

‘(C) stadiums or other facilities primarily
used for athletic contests or exhibitions or
other events for which admission is charged
to the general public.

‘“(3) CHARTER SCHOOLS.—A public charter
school that constitutes a local educational
agency under State law shall be eligible for
assistance under the same terms and condi-
tions as any other local educational agency
(as defined in section 14101(18)).

‘“(4) SUPPLEMENT, NOT SUPPLANT.—Exclud-
ing the uses described in subparagraphs (B)
and (C) of paragraph (1), a local educational
agency shall use Federal funds subject to
this subsection only to supplement the
amount of funds that would, in the absence
of such Federal funds, be made available
from non-Federal sources for school repair
and renovation.

‘(d) SPECIAL RULE.—Each local edu-
cational agency that receives funds under
this section shall ensure that, if it carries
out repair or renovation through a contract,
any such contract process ensures the max-
imum number of qualified bidders, including
small, minority, and women-owned busi-
nesses, through full and open competition.

‘“(e) PuBLIC COMMENT.—Each local edu-
cational agency receiving funds under para-
graph (2) or (3) of subsection (b)—

‘(1) shall provide parents, educators, and
all other interested members of the commu-
nity the opportunity to consult on the use of
funds received under such paragraph;

“‘(2) shall provide the public with adequate
and efficient notice of the opportunity de-
scribed in paragraph (1) in a widely read and
distributed medium; and



January 22, 2001

‘“(3) shall provide the opportunity de-
scribed in paragraph (1) in accordance with
any applicable State and local law specifying
how the comments may be received and how
the comments may be reviewed by any mem-
ber of the public.

‘(f) REPORTING.—

‘(1) LOCAL REPORTING.—Each local edu-
cational agency receiving funds under sub-
section (a)(1)(D) shall submit a report to the
State educational agency, at such time as
the State educational agency may require,
describing the use of such funds for—

‘“(A) school repair and renovation (and con-
struction, in the case of an impacted local
educational agency (as defined in subsection
(a)(3)));

‘‘(B) activities under part B of the Individ-
uals with Disabilities Education Act (20
U.S.C. 1411 et seq.); and

‘“(C) technology activities that are carried
out in connection with school repair and ren-
ovation, including the activities described in
subclauses (I) through (IV) of subsection
(MEB)(A)(ID).

‘(2) STATE REPORTING.—Each State edu-
cational agency shall submit to the Sec-
retary of Education, not later than Decem-
ber 31, 2003, a report on the use of funds re-
ceived under subsection (a)(1)(D) by local
educational agencies for—

‘“(A) school repair and renovation (and con-
struction, in the case of an impacted local
educational agency (as defined in subsection
(a)(3)));

‘‘(B) activities under part B of the Individ-
uals with Disabilities Education Act (20
U.S.C. 1411 et seq.); and

‘“(C) technology activities that are carried
out in connection with school repair and ren-
ovation, including the activities described in
subclauses (I) through (IV) of subsection
(MB)(A)(I1).

‘“(3) ADDITIONAL REPORTS.—Each entity re-
ceiving funds allocated under subsection
(a)(1) (A) of (B) shall submit to the Sec-
retary, not later than December 31, 2003, a
report on its uses of funds under this section,
in such form and containing such informa-
tion as the Secretary may require.

“(g) APPLICABILITY OF PART B oF IDEA.—If
a local educational agency uses funds re-
ceived under this section to carry out activi-
ties under part B of the Individuals with Dis-
abilities Education Act (20 U.S.C. 1411 et
seq.), such part (including provisions respect-
ing the participation of private school chil-
dren), and any other provision of law that
applies to such part, shall apply to such use.

““(h) REALLOCATION.—If a State educational
agency does not apply for an allocation of
funds under subsection (a)(1)(D) for fiscal
year 2002, or does not use its entire alloca-
tion for such fiscal year, the Secretary may
reallocate the amount of the State edu-
cational agency’s allocation (or the remain-
der thereof, as the case may be) to the re-
maining State educational agencies in ac-
cordance with subsection (a)(1)(D).

‘(1) PARTICIPATION OF PRIVATE SCHOOLS.—

‘(1) IN GENERAL.—Section 6402 shall apply
to subsection (b)(2) in the same manner as it
applies to activities under title VI, except
that—

‘“(A) such section shall not apply with re-
spect to the title to any real property ren-
ovated or repaired with assistance provided
under this section;

‘(B) the term ‘services’ as used in section
6402 with respect to funds under this section
shall be provided only to private, nonprofit
elementary or secondary schools with a rate
of child poverty of at least 40 percent and
may include for purposes of subsection (b)(2)
only—

‘(i) modifications of school facilities nec-
essary to meet the standards applicable to
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public schools under the Americans with Dis-
abilities Act of 1990 (42 U.S.C. 12101 et seq.);

‘(i) modifications of school facilities nec-
essary to meet the standards applicable to
public schools under section 504 of the Reha-
bilitation Act of 1973 (29 U.S.C. 794); and

‘‘(iii) asbestos abatement or removal from
school facilities; and

“(C) notwithstanding the requirements of
section 6402(b), expenditures for services pro-
vided using funds made available under sub-
section (b)(2) shall be considered equal for
purposes of such section if the per-pupil ex-
penditures for services described in subpara-
graph (B) for students enrolled in private
nonprofit elementary and secondary schools
that have child poverty rates of at least 40
percent are consistent with the per-pupil ex-
penditures under this section for children en-
rolled in the public schools in the school dis-
trict of the local educational agency receiv-
ing funds under this section.

‘“(2) REMAINING FUNDS.—If the expenditure
for services described in paragraph (1)(B) is
less than the amount calculated under para-
graph (1)(C) because of insufficient need for
such services, the remainder shall be avail-
able to the local educational agency for ren-
ovation and repair of public school facilities.

“(3) APPLICATION.—If any provision of this
section, or the application thereof, to any
person or circumstances is judicially deter-
mined to be invalid, the provisions of the re-
mainder of the section and the application to
other persons or circumstances shall not be
affected thereby.

‘“(j) DEFINITIONS.—For purposes of this sec-
tion:

‘(1) CHARTER SCHOOL.—The term ‘charter
school’ has the meaning given such term in
section 10310(1).

‘(2) POOR CHILDREN AND CHILD POVERTY.—
The terms ‘poor children’ and ‘child poverty’
refer to children 5 to 17 years of age, inclu-
sive, who are from families with incomes
below the poverty line (as defined by the Of-
fice of Management and Budget and revised
annually in accordance with section 673(2) of
the Community Services Block Grant (42
U.S.C. 9902(2)) applicable to a family of the
size involved for the most recent fiscal year
for which data satisfactory to the Secretary
are available.

“(3) RURAL LOCAL EDUCATIONAL AGENCY.—
The term ‘rural local educational agency’
means a local educational agency that the
State determines is located in a rural area
using objective data and a commonly em-
ployed definition of the term ‘rural’.

‘“(4) STATE.—The term ‘State’ means each
of the 50 states, the District of Columbia,
and the Commonwealth of Puerto Rico.

“(k) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section, $1,600,000,000 for fiscal
year 2002, and such sums as may be necessary
for each of fiscal years 2003 through 2006.”".
SEC. 312. CHARTER SCHOOL CREDIT ENHANCE-

MENT INITIATIVE.

Section 10331, as added by section 322 of the
Departments of Labor, Health and Human
Services, and Education, and Related Agen-
cies Appropriations Act, 2001 (as enacted into
law by section 1(a)(1) of Public Law 106-554)
is amended by inserting before the period the
following: ‘‘, and such sums as may be nec-
essary for each of fiscal years 2002 through
2006”°.

CHAPTER 2—SCHOOL CONSTRUCTION
SEC. 321. SHORT TITLE.

This chapter may be cited as the ‘‘Amer-
ica’s Better Classrooms Act of 2001°".

SEC. 322. EXPANSION OF INCENTIVES FOR PUB-
LIC SCHOOLS.

(a) IN GENERAL.—Chapter 1 of the Internal
Revenue Code of 1986 is amended by adding
at the end the following new subchapter:
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“Subchapter X—Public School Modernization

Provisions
‘“Sec. 1400F. Credit to holders of qualified
public school modernization
bonds.
“Sec. 1400G. Qualified school construction
bonds.

‘“Sec. 1400H. Qualified zone academy bonds.

“SEC. 1400F. CREDIT TO HOLDERS OF QUALIFIED
PUBLIC SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified public
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

““(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified public school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified public
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘“(B) the outstanding face amount of the
bond.

‘(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
day before the date of issuance of the issue)
on outstanding long-term corporate debt ob-
ligations (determined under regulations pre-
scribed by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

“(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

‘““(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

¢(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

‘‘(d) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND; CREDIT ALLOWANCE DATE.—For
purposes of this section—

‘(1) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND.—The term ‘qualified public
school modernization bond’ means—

“(A) a qualified zone academy bond, and

‘(B) a qualified school construction bond.

‘(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

“(A) March 15,

‘(B) June 15,

“(C) September 15, and
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‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘‘(e) OTHER DEFINITIONS.—For purposes of
this subchapter—

‘(1) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given to such term by section 14101
of the Elementary and Secondary Education
Act of 1965. Such term includes the local edu-
cational agency that serves the District of
Columbia but does not include any other
State agency.

‘“(2) BoND.—The term ‘bond’ includes any
obligation.

‘“(3) STATE.—The term ‘State’ includes the
District of Columbia and any possession of
the United States.

‘(4) PUBLIC SCHOOL FACILITY.—The term
‘public school facility’ shall not include—

“(A) any stadium or other facility pri-
marily used for athletic contests or exhibi-
tions or other events for which admission is
charged to the general public, or

‘(B) any facility which is not owned by a
State or local government or any agency or
instrumentality of a State or local govern-
ment.

‘“(f) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

‘(g) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified public
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

“(h) CrREDITS MAY BE STRIPPED.—Under
regulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified public school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

¢(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
qualified public school modernization bond
as if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

(1) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied public school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

““(j) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

‘(k) REPORTING.—Issuers of qualified pub-
lic school modernization bonds shall submit
reports similar to the reports required under
section 149(e).

‘(1) TERMINATION.—This section shall not
apply to any bond issued after September 30,
2006.

“SEC. 1400G. QUALIFIED SCHOOL CONSTRUCTION
BONDS.

‘“(a) QUALIFIED SCHOOL CONSTRUCTION
BoND.—For purposes of this subchapter, the
term ‘qualified school construction bond’
means any bond issued as part of an issue
if—

‘(1) 95 percent or more of the proceeds of
such issue are to be used for the construc-
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tion, rehabilitation, or repair of a public
school facility or for the acquisition of land
on which such a facility is to be constructed
with part of the proceeds of such issue,

‘“(2) the bond is issued by a State or local
government within the jurisdiction of which
such school is located,

‘“(3) the issuer designates such bond for
purposes of this section, and

‘“(4) the term of each bond which is part of
such issue does not exceed 15 years.

““(b) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (a) by any issuer shall not exceed the
sum of—

‘(1) the limitation amount allocated under
subsection (d) for such calendar year to such
issuer, and

‘“(2) if such issuer is a large local edu-
cational agency (as defined in subsection
(e)(4)) or is issuing on behalf of such an agen-
cy, the limitation amount allocated under
subsection (e) for such calendar year to such
agency.

“(c) NATIONAL LIMITATION ON AMOUNT OF
BoNDS DESIGNATED.—There is a national
qualified school construction bond limita-
tion for each calendar year. Such limitation
is—

(1) $11,000,000,000 for 2002,

“(2) $11,000,000,000 for 2003, and

‘“(3) except as provided in subsection (f),
zero after 2003.

¢“(d) 60 PERCENT OF LIMITATION ALLOCATED
AMONG STATES.—

‘(1) IN GENERAL.—60 percent of the limita-
tion applicable under subsection (c) for any
calendar year shall be allocated by the Sec-
retary among the States in proportion to the
respective numbers of children in each State
who have attained age 5 but not age 18 for
the most recent fiscal year ending before
such calendar year. The limitation amount
allocated to a State under the preceding sen-
tence shall be allocated by the State to
issuers within such State and such alloca-
tions may be made only if there is an ap-
proved State application.

¢“(2) MINIMUM ALLOCATIONS TO STATES.—

‘“(A) IN GENERAL.—The Secretary shall ad-
just the allocations under this subsection for
any calendar year for each State to the ex-
tent necessary to ensure that the sum of—

‘“(i) the amount allocated to such State
under this subsection for such year, and

‘(i) the aggregate amounts allocated
under subsection (e) to large local edu-
cational agencies in such State for such
year,
is not less than an amount equal to such
State’s minimum percentage of the amount
to be allocated under paragraph (1) for the
calendar year.

¢(B) MINIMUM PERCENTAGE.—A State’s min-
imum percentage for any calendar year is
the minimum percentage described in sec-
tion 1124(d) of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6334(d)) for
such State for the most recent fiscal year
ending before such calendar year.

“(3) ALLOCATIONS TO CERTAIN POSSES-
SIONS.—The amount to be allocated under
paragraph (1) to any possession of the United
States other than Puerto Rico shall be the
amount which would have been allocated if
all allocations under paragraph (1) were
made on the basis of respective populations
of individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et). In making other allocations, the amount
to be allocated under paragraph (1) shall be
reduced by the aggregate amount allocated
under this paragraph to possessions of the
United States.

“(4) ALLOCATIONS FOR INDIAN SCHOOLS.—
The provisions of section 1400J shall apply
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with respect to the construction, rehabilita-
tion, and repair of schools funded by the Bu-
reau of Indian Affairs. No funds may be allo-
cated under this section for such schools.

‘() APPROVED STATE APPLICATION.—For
purposes of paragraph (1), the term ‘approved
State application’ means an application
which is approved by the Secretary of Edu-
cation and which includes—

‘“(A) the results of a recent publicly-avail-
able survey (undertaken by the State with
the involvement of local education officials,
members of the public, and experts in school
construction and management) of such
State’s needs for public school facilities, in-
cluding descriptions of—

‘(i) health and safety problems at such fa-
cilities,

‘(i) the capacity of public schools in the
State to house projected enrollments, and

‘‘(iii) the extent to which the public
schools in the State offer the physical infra-
structure needed to provide a high-quality
education to all students, and

‘(B) a description of how the State will al-
locate to local educational agencies, or oth-
erwise use, its allocation under this sub-
section to address the needs identified under
subparagraph (A), including a description of
how it will—

‘(i) ensure that the needs of both rural and
urban areas will be recognized,

‘‘(ii) give highest priority to localities with
the greatest needs, as demonstrated by inad-
equate school facilities coupled with a low
level of resources to meet those needs,

‘‘(iii) use its allocation under this sub-
section to assist localities that lack the fis-
cal capacity to issue bonds on their own, and

‘‘(iv) ensure that its allocation under this

subsection is used only to supplement, and
not supplant, the amount of school construc-
tion, rehabilitation, and repair in the State
that would have occurred in the absence of
such allocation.
Any allocation under paragraph (1) by a
State shall be binding if such State reason-
ably determined that the allocation was in
accordance with the plan approved under
this paragraph.

‘‘(e) 40 PERCENT OF LIMITATION ALLOCATED
AMONG LARGEST SCHOOL DISTRICTS.—

‘(1) IN GENERAL.—40 percent of the limita-
tion applicable under subsection (c) for any
calendar year shall be allocated under para-
graph (2) by the Secretary among local edu-
cational agencies which are large local edu-
cational agencies for such year. No qualified
school construction bond may be issued by
reason of an allocation to a large local edu-
cational agency under the preceding sen-
tence unless such agency has an approved
local application.

¢“(2) ALLOCATION FORMULA.—The amount to
be allocated under paragraph (1) for any cal-
endar year shall be allocated among large
local educational agencies in proportion to
the respective amounts each such agency re-
ceived for Basic Grants under subpart 2 of
part A of title I of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6331
et seq.) for the most recent fiscal year end-
ing before such calendar year.

‘“(3) ALLOCATION OF UNUSED LIMITATION TO
STATE.—The amount allocated under this
subsection to a large local educational agen-
cy for any calendar year may be reallocated
by such agency to the State in which such
agency is located for such calendar year.
Any amount reallocated to a State under the
preceding sentence may be allocated as pro-
vided in subsection (d)(1).

‘(4) LARGE LOCAL EDUCATIONAL AGENCY.—
For purposes of this section, the term ‘large
local educational agency’ means, with re-
spect to a calendar year, any local edu-
cational agency if such agency is—
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“‘(A) among the 100 local educational agen-
cies with the largest numbers of children
aged 5 through 17 from families living below
the poverty level, as determined by the Sec-
retary using the most recent data available
from the Department of Commerce that are
satisfactory to the Secretary, or

“(B) 1 of not more than 25 local edu-
cational agencies (other than those described
in subparagraph (A)) that the Secretary of
Education determines (based on the most re-
cent data available satisfactory to the Sec-
retary) are in particular need of assistance,
based on a low level of resources for school
construction, a high level of enrollment
growth, or such other factors as the Sec-
retary deems appropriate.

‘“(5) APPROVED LOCAL APPLICATION.—For
purposes of paragraph (1), the term ‘approved
local application’ means an application
which is approved by the Secretary of Edu-
cation and which includes—

‘“(A) the results of a recent publicly-avail-
able survey (undertaken by the local edu-
cational agency or the State with the in-
volvement of school officials, members of the
public, and experts in school construction
and management) of such agency’s needs for
public school facilities, including descrip-
tions of—

‘‘(i) the overall condition of the local edu-
cational agency’s school facilities, including
health and safety problems,

‘‘(ii) the capacity of the agency’s schools
to house projected enrollments, and

‘“(iii) the extent to which the agency’s
schools offer the physical infrastructure
needed to provide a high-quality education
to all students,

“(B) a description of how the local edu-
cational agency will use its allocation under
this subsection to address the needs identi-
fied under subparagraph (A), and

“(C) a description of how the local edu-
cational agency will ensure that its alloca-
tion under this subsection is used only to
supplement, and not supplant, the amount of
school construction, rehabilitation, or repair
in the locality that would have occurred in
the absence of such allocation.

A rule similar to the rule of the last sen-
tence of subsection (d)(6) shall apply for pur-
poses of this paragraph.

¢“(f) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘(1) the amount allocated under subsection
(d) to any State, exceeds

‘(2) the amount of bonds issued during
such year which are designated under sub-
section (a) pursuant to such allocation,
the limitation amount under such subsection
for such State for the following calendar
year shall be increased by the amount of
such excess. A similar rule shall apply to the
amounts allocated under subsection (d)(5) or
(e).

‘(g) SPECIAL RULES RELATING TO ARBI-
TRAGE.—

‘(1) IN GENERAL.—A bond shall not be
treated as failing to meet the requirement of
subsection (a)(1) solely by reason of the fact
that the proceeds of the issue of which such
bond is a part are invested for a temporary
period (but not more than 36 months) until
such proceeds are needed for the purpose for
which such issue was issued.

‘(2) BINDING COMMITMENT REQUIREMENT.—
Paragraph (1) shall apply to an issue only if,
as of the date of issuance, there is a reason-
able expectation that—

““(A) at least 10 percent of the proceeds of
the issue will be spent within the 6-month
period beginning on such date for the pur-
pose for which such issue was issued, and

‘“(B) the remaining proceeds of the issue
will be spent with due diligence for such pur-
pose.
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‘“(3) EARNINGS ON PROCEEDS.—Any earnings
on proceeds during the temporary period
shall be treated as proceeds of the issue for
purposes of applying subsection (a)(1) and
paragraph (1) of this subsection.

“SEC. 1400H. QUALIFIED ZONE ACADEMY BONDS.

‘“‘(a) QUALIFIED ZONE ACADEMY BOND.—For
purposes of this subchapter—

‘(1) IN GENERAL.—The term ‘qualified zone
academy bond’ means any bond issued as
part of an issue if—

“(A) 95 percent or more of the proceeds of
such issue are to be used for a qualified pur-
pose with respect to a qualified zone acad-
emy established by a local educational agen-
cy,
‘“(B) the bond is issued by a State or local
government within the jurisdiction of which
such academy is located,

‘“(C) the issuer—

‘(i) designates such bond for purposes of
this section,

‘(i) certifies that it has written assur-
ances that the private business contribution
requirement of paragraph (2) will be met
with respect to such academy, and

‘“(iii) certifies that it has the written ap-
proval of the local educational agency for
such bond issuance, and

‘(D) the term of each bond which is part of
such issue does not exceed 15 years.

Rules similar to the rules of section 1400G(g)
shall apply for purposes of paragraph (1).

‘(2) PRIVATE BUSINESS CONTRIBUTION RE-
QUIREMENT.—

‘“(A) IN GENERAL.—For purposes of para-
graph (1), the private business contribution
requirement of this paragraph is met with
respect to any issue if the local educational
agency that established the qualified zone
academy has written commitments from pri-
vate entities to make qualified contributions
having a present value (as of the date of
issuance of the issue) of not less than 10 per-
cent of the proceeds of the issue.

“(B) QUALIFIED CONTRIBUTIONS.—For pur-
poses of subparagraph (A), the term ‘quali-
fied contribution’ means any contribution
(of a type and quality acceptable to the local
educational agency) of—

‘(1) equipment for use in the qualified zone
academy (including state-of-the-art tech-
nology and vocational equipment),

‘(i) technical assistance in developing
curriculum or in training teachers in order
to promote appropriate market driven tech-
nology in the classroom,

‘“(iii) services of employees as volunteer
mentors,

‘“(iv) internships, field trips, or other edu-
cational opportunities outside the academy
for students, or

‘“(v) any other property or service specified
by the local educational agency.

“(3) QUALIFIED ZONE ACADEMY.—The term
‘qualified zone academy’ means any public
school (or academic program within a public
school) which is established by and operated
under the supervision of a local educational
agency to provide education or training
below the postsecondary level if—

‘“(A) such public school or program (as the
case may be) is designed in cooperation with
business to enhance the academic cur-
riculum, increase graduation and employ-
ment rates, and better prepare students for
the rigors of college and the increasingly
complex workforce,

‘“(B) students in such public school or pro-
gram (as the case may be) will be subject to
the same academic standards and assess-
ments as other students educated by the
local educational agency,

‘(C) the comprehensive education plan of
such public school or program is approved by
the local educational agency, and

“(D)(1) such public school is located in an
empowerment zone or enterprise community
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(including any such zone or community des-
ignated after the date of the enactment of
this section), or

‘‘(ii) there is a reasonable expectation (as
of the date of issuance of the bonds) that at
least 35 percent of the students attending
such school or participating in such program
(as the case may be) will be eligible for free
or reduced-cost lunches under the school
lunch program established under the Na-
tional School Lunch Act.

‘“(4) QUALIFIED PURPOSE.—The term ‘quali-
fied purpose’ means, with respect to any
qualified zone academy—

‘““(A) constructing, rehabilitating, or re-
pairing the public school facility in which
the academy is established,

‘(B) acquiring the land on which such fa-
cility is to be constructed with part of the
proceeds of such issue,

‘(C) providing equipment for use at such
academy,

‘(D) developing course materials for edu-
cation to be provided at such academy, and

‘“(BE) training teachers and other school
personnel in such academy.

“(b) LIMITATIONS ON AMOUNT OF BONDS
DESIGNATED.—

‘(1) IN GENERAL.—There is a national zone
academy bond limitation for each calendar
year. Such limitation is—

““(A) $400,000,000 for 1999,

“(B) $400,000,000 for 2000,

¢“(C) $400,000,000 for 2001,

(D) $1,400,000,000 for 2002,

“(E) $1,400,000,000 for 2003, and

‘“(F) except as provided in paragraph (3),
zero after 2003.

¢“(2) ALLOCATION OF LIMITATION.—

““(A) ALLOCATION AMONG STATES.—

‘(1) 1999, 2000, and 2001 LIMITATIONS.—The
national zone academy bond limitations for
calendar years 1999, 2000, and 2001 shall be al-
located by the Secretary among the States
on the basis of their respective populations
of individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et).

¢‘(ii) LIMITATION AFTER 2001.—The national
zone academy bond limitation for any cal-
endar year after 2001 shall be allocated by
the Secretary among the States in propor-
tion to the respective amounts each such
State received for Basic Grants under sub-
part 2 of part A of title I of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 6331 et seq.) for the most recent fiscal
year ending before such calendar year.

‘“(B) ALLOCATION TO LOCAL EDUCATIONAL
AGENCIES.—The limitation amount allocated
to a State under subparagraph (A) shall be
allocated by the State to qualified zone
academies within such State.

¢(C) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (a) with respect to any qualified zone
academy shall not exceed the limitation
amount allocated to such academy under
subparagraph (B) for such calendar year.

¢“(3) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

““(A) the limitation amount under this sub-
section for any State, exceeds

“(B) the amount of bonds issued during
such year which are designated under sub-
section (a) (or the corresponding provisions
of prior law) with respect to qualified zone
academies within such State,
the limitation amount under this subsection
for such State for the following calendar
year shall be increased by the amount of
such excess.”’

(b) REPORTING.—Subsection (d) of section
6049 of such Code (relating to returns regard-
ing payments of interest) is amended by add-
ing at the end the following new paragraph:
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‘“(8) REPORTING OF CREDIT ON QUALIFIED
PUBLIC SCHOOL MODERNIZATION BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 1400F(f) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 1400F(d)(2)).

‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection
(b)(4) of this section shall be applied without
regard to subparagraphs (A), (H), (1), (J), (K),
and (L)@).

‘“(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”

(c) CONFORMING AMENDMENTS.—

(1) Subchapter U of chapter 1 of such Code
is amended by striking part IV, by redesig-
nating part V as part IV, and by redesig-
nating section 1397F as section 1397E.

(2) The table of subchapters for chapter 1 of
such Code is amended by adding at the end
the following new item:

“Subchapter X. Public school modernization
provisions.”

(3) The table of parts of subchapter U of
chapter 1 of such Code is amended by strik-
ing the last 2 items and inserting the fol-
lowing item:

“Part IV. Regulations.”

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to obliga-
tions issued after December 31, 2001.

(2) REPEAL OF RESTRICTION ON ZONE ACAD-
EMY BOND HOLDERS.—In the case of bonds to
which section 1397E of the Internal Revenue
Code of 1986 (as in effect before the date of
the enactment of this Act) applies, the limi-
tation of such section to eligible taxpayers
(as defined in subsection (d)(6) of such sec-
tion) shall not apply after the date of the en-
actment of this Act.

SEC. 323. APPLICATION OF CERTAIN LABOR
STANDARDS ON CONSTRUCTION
PROJECTS FINANCED UNDER PUB-
LIC SCHOOL MODERNIZATION PRO-
GRAM.

Section 439 of the General Education Pro-
visions Act (relating to labor standards) is
amended—

(1) by inserting ‘‘(a)”’ before ‘‘All laborers
and mechanics’, and

(2) by adding at the end the following:

“(b)(1) For purposes of this section, the
term ‘applicable program’ also includes the
qualified zone academy bond provisions en-
acted by section 226 of the Taxpayer Relief
Act of 1997 and the program established by
section 322 of the America’s Better Class-
room Act of 2001.

‘“(2) A State or local government partici-
pating in a program described in paragraph
(1) shall—

‘“(A) in the awarding of contracts, give pri-
ority to contractors with substantial num-
bers of employees residing in the local edu-
cation area to be served by the school being
constructed; and

‘(B) include in the construction contract
for such school a requirement that the con-
tractor give priority in hiring new workers
to individuals residing in such local edu-
cation area.

‘“(3) In the case of a program described in
paragraph (1), nothing in this subsection or
subsection (a) shall be construed to deny any
tax credit allowed under such program. If
amounts are required to be withheld from
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contractors to pay wages to which workers

are entitled, such amounts shall be treated

as expended for construction purposes in de-

termining whether the requirements of such

program are met.”.

SEC. 324. EMPLOYMENT AND TRAINING ACTIVI-
TIES RELATING TO CONSTRUCTION
OR RECONSTRUCTION OF PUBLIC
SCHOOL FACILITIES.

(a) IN GENERAL.—Section 134 of the Work-
force Investment Act of 1998 (29 U.S.C. 2864)
is amended by adding at the end the fol-
lowing:

“(f) LOCAL EMPLOYMENT AND TRAINING AC-
TIVITIES RELATING TO CONSTRUCTION OR RE-
CONSTRUCTION OF PUBLIC SCHOOL FACILI-
TIES.—

‘(1) IN GENERAL.—In order to provide train-
ing services related to construction or recon-
struction of public school facilities receiving
funding assistance under an applicable pro-
gram, each State shall establish a special-
ized program of training meeting the fol-
lowing requirements:

‘“(A) The specialized program provides
training for jobs in the construction indus-
try.

‘“(B) The program provides trained workers
for projects for the construction or recon-
struction of public school facilities receiving
funding assistance under an applicable pro-
gram.

‘(C) The program ensures that skilled
workers (residing in the area to be served by
the school facilities) will be available for the
construction or reconstruction work.

‘“(2) COORDINATION.—The specialized pro-
gram established under paragraph (1) shall
be integrated with other activities under
this Act, with the activities carried out
under the National Apprenticeship Act of
1937 by the State Apprenticeship Council or
through the Bureau of Apprenticeship and
Training in the Department of Labor, as ap-
propriate, and with activities carried out
under the Carl D. Perkins Vocational and
Technical Education Act of 1998. Nothing in
this subsection shall be construed to require
services duplicative of those referred to in
the preceding sentence.

“(3) APPLICABLE PROGRAM.—In this sub-
section, the term ‘applicable program’ has
the meaning given the term in section 439(b)
of the General Education Provisions Act (re-
lating to labor standards).”.

(b) STATE PLAN.—Section 112(b)(17)(A) of
the Workforce Investment Act of 1998 (29
U.S.C. 2822(b)(17)(A)) is amended—

(1) in clause (iii), by striking ‘“‘and” at the
end;

(2) by redesignating clause (iv) as clause
(v); and

(3) by inserting after clause (iii) the fol-
lowing:

‘“(iv) how the State will establish and
carry out a specialized program of training
under section 134(f); and’’.

SEC. 325. INDIAN SCHOOL CONSTRUCTION.

(a) DEFINITIONS.—In this section:

(1) BUREAU.—The term ‘‘Bureau” means
the Bureau of Indian Affairs of the Depart-
ment of the Interior.

(2) INDIAN.—The term ‘‘Indian’ means any
individual who is a member of a tribe.

(3) SECRETARY.—The term ‘‘Secretary”’
means the Secretary of the Interior.

(4) TRIBAL SCHOOL.—The term ‘‘tribal
school” means an elementary school, sec-
ondary school, or dormitory that is operated
by a tribal organization or the Bureau for
the education of Indian children and that re-
ceives financial assistance for its operation
under an appropriation for the Bureau under
section 102, 103(a), or 208 of the Indian Self-
Determination and Education Assistance Act
(25 U.S.C. 450f, 450h(a), and 458d) or under the
Tribally Controlled Schools Act of 1988 (25
U.S.C. 2501 et seq.) under a contract, a grant,
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or an agreement, or for a Bureau-operated
school.

(5) TRIBE.—The term ‘‘tribe’” has the mean-
ing given the term ‘‘Indian tribal govern-
ment”’ by section 7701(a)(40) of the Internal
Revenue Code of 1986, including the applica-
tion of section 7871(d) of such Code. Such
term includes any consortium of tribes ap-
proved by the Secretary.

(b) ISSUANCE OF BONDS.—

(1) IN GENERAL.—The Secretary shall estab-
lish a pilot program under which eligible
tribes have the authority to issue qualified
tribal school modernization bonds to provide
funding for the construction, rehabilitation,
or repair of tribal schools, including the ad-
vance planning and design thereof.

(2) ELIGIBILITY.—

(A) IN GENERAL.—To be eligible to issue
any qualified tribal school modernization
bond under the program under paragraph (1),
a tribe shall—

(i) prepare and submit to the Secretary a
plan of construction that meets the require-
ments of subparagraph (B);

(ii) provide for quarterly and final inspec-
tion of the project by the Bureau; and

(iii) pledge that the facilities financed by
such bond will be used primarily for elemen-
tary and secondary educational purposes for
not less than the period such bond remains
outstanding.

(B) PLAN OF CONSTRUCTION.—A plan of con-
struction meets the requirements of this
subparagraph if such plan—

(i) contains a description of the construc-
tion to be undertaken with funding provided
under a qualified tribal school modernization
bond;

(ii) demonstrates that a comprehensive
survey has been undertaken concerning the
construction needs of the tribal school in-
volved;

(iii) contains assurances that funding
under the bond will be used only for the ac-
tivities described in the plan;

(iv) contains response to the evaluation
criteria contained in Instructions and Appli-
cation for Replacement School Construction,
Revision 6, dated February 6, 1999; and

(v) contains any other reasonable and re-
lated information determined appropriate by
the Secretary.

(C) PRIORITY.—In determining whether a
tribe is eligible to participate in the program
under this subsection, the Secretary shall
give priority to tribes that, as demonstrated
by the relevant plans of construction, will
fund projects—

(i) described in the Education Facilities
Replacement Construction Priorities List as
of FY 2000 of the Bureau of Indian Affairs (65
Fed. Reg. 4623-4624);

(ii) described in any subsequent priorities
list published in the Federal Register; or

(iii) which meet the criteria for ranking
schools as described in Instructions and Ap-
plication for Replacement School Construc-
tion, Revision 6, dated February 6, 1999.

(D) ADVANCE PLANNING AND DESIGN FUND-
ING.—A tribe may propose in its plan of con-
struction to receive advance planning and
design funding from the tribal school mod-
ernization escrow account established under
paragraph (6)(B). Before advance planning
and design funds are allocated from the es-
crow account, the tribe shall agree to issue
qualified tribal school modernization bonds
after the receipt of such funds and agree as
a condition of each bond issuance that the
tribe will deposit into such account or a fund
managed by the trustee as described in para-
graph (4)(C) an amount equal to the amount
of such funds received from the escrow ac-
count.

(3) PERMISSIBLE ACTIVITIES.—In addition to
the use of funds permitted under paragraph
(1), a tribe may use amounts received
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through the issuance of a qualified tribal
school modernization bond to—

(A) enter into and make payments under
contracts with licensed and bonded archi-
tects, engineers, and construction firms in
order to determine the needs of the tribal
school and for the design and engineering of
the school;

(B) enter into and make payments under
contracts with financial advisors, under-
writers, attorneys, trustees, and other pro-
fessionals who would be able to provide as-
sistance to the tribe in issuing bonds; and

(C) carry out other activities determined
appropriate by the Secretary.

(4) BOND TRUSTEE.—

(A) IN GENERAL.—Notwithstanding any
other provision of law, any qualified tribal
school modernization bond issued by a tribe
under this subsection shall be subject to a
trust agreement between the tribe and a
trustee.

(B) TRUSTEE.—Any bank or trust company
that meets requirements established by the
Secretary may be designated as a trustee
under subparagraph (A).

(C) CONTENT OF TRUST AGREEMENT.—A trust
agreement entered into by a tribe under this
paragraph shall specify that the trustee,
with respect to any bond issued under this
subsection shall—

(i) act as a repository for the proceeds of
the bond;

(ii) make payments to bondholders;

(iii) receive, as a condition to the issuance
of such bond, a transfer of funds from the
tribal school modernization escrow account
established under paragraph (6)(B) or from
other funds furnished by or on behalf of the
tribe in an amount, which together with in-
terest earnings from the investment of such
funds in obligations of or fully guaranteed by
the United States or from other investments
authorized by paragraph (10), will produce
moneys sufficient to timely pay in full the
entire principal amount of such bond on the
stated maturity date therefore;

(iv) invest the funds received pursuant to
clause (iii) as provided by such clause; and

(v) hold and invest the funds in a seg-
regated fund or account under the agree-
ment, which fund or account shall be applied
solely to the payment of the costs of items
described in paragraph (3).

(D) REQUIREMENTS FOR MAKING DIRECT PAY-
MENTS.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, the trustee shall
make any payment referred to in subpara-
graph (C)(v) in accordance with requirements
that the tribe shall prescribe in the trust
agreement entered into under subparagraph
(C). Before making a payment to a con-
tractor under subparagraph (C)(v), the trust-
ee shall require an inspection of the project
by a local financial institution or an inde-
pendent inspecting architect or engineer, to
ensure the completion of the project.

(ii) CONTRACTS.—Each contract referred to
in paragraph (3) shall specify, or be renegoti-
ated to specify, that payments under the
contract shall be made in accordance with
this paragraph.

(5) PAYMENTS OF PRINCIPAL AND INTEREST.—

(A) PRINCIPAL.—No principal payments on
any qualified tribal school modernization
bond shall be required until the final, stated
maturity of such bond, which stated matu-
rity shall be within 15 years from the date of
issuance. Upon the expiration of such period,
the entire outstanding principal under the
bond shall become due and payable.

(B) INTEREST.—In lieu of interest on a
qualified tribal school modernization bond
there shall be awarded a tax credit under
section 1400F of the Internal Revenue Code of
1986.

(6) BOND GUARANTEES.—
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(A) IN GENERAL.—Payment of the principal
portion of a qualified tribal school mod-
ernization bond issued under this subsection
shall be guaranteed solely by amounts depos-
ited with each respective bond trustee as de-
scribed in paragraph (4)(C)(iii).

(B) ESTABLISHMENT OF ACCOUNT.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, beginning in fiscal
year 2002, from amounts made available for
school replacement under the construction
account of the Bureau, the Secretary is au-
thorized to deposit not more than $30,000,000
each fiscal year into a tribal school mod-
ernization escrow account.

(ii) PAYMENTS.—The Secretary shall use
any amounts deposited in the escrow ac-
count under clauses (i) and (iii) to make pay-
ments to trustees appointed and acting pur-
suant to paragraph (4) or to make payments
described in paragraph (2)(D).

(iii) TRANSFERS OF EXCESS PROCEEDS.—EXx-
cess proceeds held under any trust agree-
ment that are not needed for any of the pur-
poses described in clauses (iii) and (v) of
paragraph (4)(C) shall be transferred, from
time to time, by the trustee for deposit into
the tribal school modernization escrow ac-
count.

(7) LIMITATIONS.—

(A) OBLIGATION TO REPAY.—Notwith-
standing any other provision of law, the
principal amount on any qualified tribal
school modernization bond issued under this
subsection shall be repaid only to the extent
of any escrowed funds furnished under para-
graph (4)(C)(iii). No qualified tribal school
modernization bond issued by a tribe shall be
an obligation of, nor shall payment of the
principal thereof be guaranteed by, the
United States.

(B) LAND AND FACILITIES.—Any land or fa-
cilities purchased or improved with amounts
derived from qualified tribal school mod-
ernization bonds issued under this subsection
shall not be mortgaged or used as collateral
for such bonds.

(8) SALE OF BONDS.—Qualified tribal school
modernization bonds may be sold at a pur-
chase price equal to, in excess of, or at a dis-
count from the par amount thereof.

(9) TREATMENT OF TRUST AGREEMENT EARN-
INGS.—Any amounts earned through the in-
vestment of funds under the control of a
trustee under any trust agreement described
in paragraph (4) shall not be subject to Fed-
eral income tax.

(10) INVESTMENT OF SINKING FUNDS.—Any
sinking fund established for the purpose of
the payment of principal on a qualified trib-
al school modernization bond shall be in-
vested in obligations issued by or guaranteed
by the United States or in such other assets
as the Secretary of the Treasury may by reg-
ulation allow.

(c) EXPANSION OF INCENTIVES FOR TRIBAL
SCcHOOLS.—Chapter 1 of the Internal Revenue
Code of 1986 (as amended by section 322) is
further amended by adding at the end the
following new subchapter:

“Subchapter XI—Tribal School
Modernization Provisions
‘“Sec. 1400J. Credit to holders of qualified
tribal school modernization
bonds.
“SEC. 1400J. CREDIT TO HOLDERS OF QUALIFIED
TRIBAL SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified tribal
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
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dates during such year on which the tax-
payer holds such bond.

“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified tribal school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified tribal
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘“(B) the outstanding face amount of the
bond.

‘“(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
date of sale of the issue) on outstanding
long-term corporate obligations (as deter-
mined by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

“(c) LIMITATION
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

““(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

¢“(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

“(d) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND; OTHER DEFINITIONS.—For pur-
poses of this section—

‘(1) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND.—

““(A) IN GENERAL.—The term ‘qualified trib-
al school modernization bond’ means, subject
to subparagraph (B), any bond issued as part
of an issue under section 2(c) of the Indian
School Construction Act, as in effect on the
date of the enactment of this section, if—

‘(i) 95 percent or more of the proceeds of
such issue are to be used for the construc-
tion, rehabilitation, or repair of a school fa-
cility funded by the Bureau of Indian Affairs
of the Department of the Interior or for the
acquisition of land on which such a facility
is to be constructed with part of the proceeds
of such issue,

‘‘(ii) the bond is issued by a tribe,

‘“(iii) the issuer designates such bond for
purposes of this section, and

“‘(iv) the term of each bond which is part of
such issue does not exceed 15 years.

“(B) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—

‘(i) NATIONAL LIMITATION.—There is a na-
tional qualified tribal school modernization
bond limitation for each calendar year. Such
limitation is—

*“(I) $200,000,000 for 2002,

¢“(IT) $200,000,000 for 2003, and

‘“(III) zero after 2003.

“(ii) ALLOCATION OF LIMITATION.—The na-
tional qualified tribal school modernization

BASED ON AMOUNT OF
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bond limitation shall be allocated to tribes
by the Secretary of the Interior subject to
the provisions of section 2 of the Indian
School Construction Act, as in effect on the
date of the enactment of this section.

¢(iii) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (d)(1) with respect to any tribe shall
not exceed the limitation amount allocated
to such government under clause (ii) for such
calendar year.

*“(iv) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

“(I) the limitation amount under this sub-
paragraph, exceeds

‘(II) the amount of qualified tribal school
modernization bonds issued during such
year,
the limitation amount under this subpara-
graph for the following calendar year shall
be increased by the amount of such excess.
The preceding sentence shall not apply if
such following calendar year is after 2010.

‘(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

“‘(A) March 15,

“(B) June 15,

“(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘“(3) BoND.—The term ‘bond’ includes any
obligation.

‘“(4) TRIBE.—The term ‘‘tribe’” has the
meaning given the term ‘‘Indian tribal gov-
ernment’” by section 7701(a)(40), including
the application of section 7871(d). Such term
includes any consortium of tribes approved
by the Secretary of the Interior.

‘“(e) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

“(f) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified tribal
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

‘(g) CREDITS MAY BE STRIPPED.—Under
regulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified tribal school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

‘“(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
qualified tribal school modernization bond as
if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

“(h) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied tribal school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

‘(1) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

“(j) CREDIT TREATED AS ALLOWED UNDER
PART IV OF SUBCHAPTER A.—For purposes of
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subtitle F, the credit allowed by this section
shall be treated as a credit allowable under
part IV of subchapter A of this chapter.

‘“(k) REPORTING.—Issuers of qualified tribal
school modernization bonds shall submit re-
ports similar to the reports required under
section 149(e).”.

(d) ADDITIONAL PROVISIONS.—

(1) SOVEREIGN IMMUNITY.—This section and
the amendments made by this section shall
not be construed to impact, limit, or affect
the sovereign immunity of the Federal Gov-
ernment or any State or tribal government.

(2) APPLICATION.—This section and the
amendments made by this section shall take
effect on the date of the enactment of this
Act with respect to bonds issued after De-
cember 31, 2001, regardless of the status of
regulations promulgated thereunder.

CHAPTER 3—21ST CENTURY COMMUNITY
LEARNING CENTERS
SEC. 331. REAUTHORIZATION.

Section 10907 (20 U.S.C. 8247) is amended by
striking ‘‘$20,000,000 for fiscal year 1995’ and
all that follows through the period and in-
serting ‘‘$1,000,000,000 for each of fiscal years
2002 through 2006, to carry out this part.”.

CHAPTER 4—ENHANCEMENT OF BASIC

LEARNING SKILLS
SEC. 341. REDUCING CLASS SIZE.

Title X (20 U.S.C. 8001 et seq.), as amended
by section 311, is further amended by adding
at the end the following:

“PART M—CLASS SIZE REDUCTION
“SEC. 10998. GRANTS FOR CLASS SIZE REDUC-
TION.

‘‘(a) IN GENERAL.—From the amount appro-
priated for a fiscal year under subsection (i),
the Secretary of Education—

‘(1) shall make available 1 percent of such
amount to the Secretary of the Interior (on
behalf of the Bureau of Indian Affairs) and
the outlying areas for activities under this
section; and

‘“(2) shall allocate the remainder by pro-
viding each State the same percentage of
that remainder as it received of the funds al-
located to States under section 307(a)(2) of
the Department of Education Appropriations
Act, 1999.

““(b) ALLOCATION OF FUNDS.—

‘(1) IN GENERAL.—Each State that receives
funds under this section shall distribute 100
percent of such funds to local educational
agencies, of which—

““‘(A) 80 percent of such amount shall be al-
located to such local educational agencies in
proportion to the number of children, aged 5
to 17, who reside in the school district served
by such local educational agency from fami-
lies with incomes below the poverty line (as
defined by the Office of Management and
Budget and revised annually in accordance
with section 673(2) of the Community Serv-
ices Block Grant Act (42 U.S.C. 9902(2))) ap-
plicable to a family of the size involved for
the most recent fiscal year for which satis-
factory data are available compared to the
number of such individuals who reside in the
school districts served by all the local edu-
cational agencies in the State for that fiscal
year; and

“(B) 20 percent of such amount shall be al-
located to such local educational agencies in
accordance with the relative enrollments of
children, aged 5 to 17, in public and private
nonprofit elementary and secondary schools
within the boundaries of such agencies.

‘“(2) EXCEPTION.—Notwithstanding para-
graph (1), if the award to a local educational
agency under this section is less than the
starting salary for a new fully qualified
teacher in that agency, who is certified with-
in the State (which may include certifi-
cation through State or local alternative
routes), has a baccalaureate degree, and
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demonstrates the general knowledge, teach-
ing skills, and subject matter knowledge re-
quired to teach in his or her content areas,
that agency may use funds under this sec-
tion to—

‘“(A) help pay the salary of a full- or part-
time teacher hired to reduce class size,
which may be in combination with other
Federal, State, or local funds; or

‘“(B) pay for activities described in sub-
section (¢)(2)(A)(iii) which may be related to
teaching in smaller classes.

‘“(c) USE OF FUNDS.—

‘(1) PURPOSE, INTENT, AND GENERAL USE.—
The basic purpose and intent of this section
is to reduce class size with fully qualified
teachers. Each local educational agency that
receives funds under this section shall use
such funds to carry out effective approaches
to reducing class size with fully qualified
teachers who are certified within the State,
including teachers certified through State or
local alternative routes, and who dem-
onstrate competency in the areas in which
they teach, to improve educational achieve-
ment for both regular and special needs chil-
dren, with particular consideration given to
reducing class size in the early elementary
grades for which some research has shown
class size reduction is most effective.

*“(2) SPECIFIC USES.—

‘““(A) IN GENERAL.—Each such local edu-
cational agency may use funds under this
section for—

‘(i) recruiting (including through the use
of signing bonuses, and other financial incen-
tives), hiring, and training fully qualified
regular and special education teachers
(which may include hiring special education
teachers to team-teach with regular teachers
in classrooms that contain both children
with disabilities and non-disabled children)
and teachers of special-needs children who
are certified within the State, including
teachers certified through State or local al-
ternative routes, have a baccalaureate de-
gree and demonstrate the general knowledge,
teaching skills, and subject matter knowl-
edge required to teach in their content areas;

‘‘(ii) testing new teachers for academic
content knowledge and to meet State certifi-
cation requirements that are consistent with
title II of the Higher Education Act of 1965;
and

‘“(iii) providing professional development
(which may include such activities as those
described in section 2210, opportunities for
teachers to attend multi-week institutes,
such as those made available during the
summer months that provide intensive pro-
fessional development in partnership with
local educational agencies and initiatives
that promote retention and mentoring), to
teachers, including special education teach-
ers and teachers of special-needs children, in
order to meet the goal of ensuring that all
instructional staff have the subject matter
knowledge, teaching knowledge, and teach-
ing skills necessary to teach effectively in
the content area or areas in which they pro-
vide instruction, consistent with title II of
the Higher Education Act of 1965.

“(B) LIMITATION.—

‘(i) IN GENERAL.—Except as provided under
clause (ii), a local educational agency may
use not more than a total of 25 percent of the
award received under this section for activi-
ties described in clauses (ii) and (iii) of sub-
paragraph (A).

(ii) EXCEPTION.—A local educational agen-
cy in which 10 percent or more of teachers in
elementary schools, as defined by section
14101(14), have not met applicable State and
local certification requirements (including
certification through State or local alter-
native routes), or if such requirements have
been waived, may use more than 25 percent
of the funds it receives under this section for
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activities described in subparagraph (A)(iii)
to help teachers who are not certified by the
State become certified, including through
State or local alternative routes, or to help
teachers affected by class size reduction who
lack sufficient content knowledge to teach
effectively in the areas they teach to obtain
that knowledge, if the local educational
agency notifies the State educational agency
of the percentage of the funds that it will use
for the purpose described in this clause.

‘“(C) USE FOR FURTHER REDUCTIONS.—A
local educational agency that has already re-
duced class size in the early grades to 18 or
less children (or has already reduced class
size to a State or local class size reduction
goal that was in effect on the day before the
enactment of the Department of Education
Appropriations Act, 2000, if that State or
local educational agency goal is 20 or fewer
children) may use funds received under this
section—

‘(i) to make further class size reductions
in grades kindergarten through 3;

‘“(ii) to reduce class size in other grades; or

‘‘(iii) to carry out activities to improve
teacher quality including professional devel-
opment.

‘(D) PROFESSIONAL DEVELOPMENT.—If a
local educational agency has already reduced
class size in the early grades to 18 or fewer
children and intends to use funds provided
under this section to carry out professional
development activities, including activities
to improve teacher quality, then the State
shall make the award under subsection (b) to
the local educational agency.

‘(3) SUPPLEMENT NOT SUPPLANT.—Each
such agency shall use funds under this sec-
tion only to supplement, and not to sup-
plant, State and local funds that, in the ab-
sence of such funds, would otherwise be
spent for activities under this section.

‘‘(4) LIMITATION.—No funds made available
under this section may be used to increase
the salaries or provide benefits, other than
participation in professional development
and enrichment programs, to teachers who
are not hired under this section. Funds under
this section may be used to pay the salary of
teachers hired under section 307 of the De-
partment of Education Appropriations Act,
1999, or under section 310 of the Department
of Education Appropriations Act, 2000.

“(d) REPORTING.—

‘(1) IN GENERAL.—Each State receiving
funds under this section shall report on ac-
tivities in the State under this section, con-
sistent with section 6202(a)(2).

‘“(2) REPORTING TO PARENTS.—Each State
and local educational agency receiving funds
under this section shall publicly report to
parents on its progress in reducing class size,
increasing the percentage of classes in core
academic areas taught by fully qualified
teachers who are certified within the State
and demonstrate competency in the content
areas in which they teach, and on the impact
that hiring additional highly qualified teach-
ers and reducing class size, has had, if any,
on increasing student academic achieve-
ment.

‘“(3) PROVISION OF QUALIFICATION TO PAR-
ENTS.—Each school receiving funds under
this section shall provide to parents, upon
request, the professional qualifications of
their child’s teacher.

‘“(e) PROFESSIONAL DEVELOPMENT.—If a
local educational agency uses funds made
available under this section for professional
development activities, the agency shall en-
sure for the equitable participation of pri-
vate nonprofit elementary and secondary
schools in such activities. Section 6402 shall
not apply to other activities under this sec-
tion.

() LIMITATION ON  ADMINISTRATIVE
CosTs.—A local educational agency that re-
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ceives funds under this section may use not
more than 3 percent of such funds for local
administrative costs.

‘‘(g) APPLICATION.—Each local educational
agency that desires to receive funds under
this section shall include in the application
required under section 6303 a description of
the agency’s program to reduce class size by
hiring additional highly qualified teachers.

“(h) No USE OF FUNDS FOR PAYMENTS TO
CERTAIN TEACHERS.—No funds under this sec-
tion may be used to pay the salary of any
teacher hired with funds under section 307 of
the Department of Education Appropriations
Act, 1999, unless, by the start of the 2001-2002
school year, the teacher is certified within
the State (which may include certification
through State or local alternative routes)
and demonstrates competency in the subject
areas in which he or she teaches.

‘“(i) NOTIFICATION.—Not later than 30 days
after the date of the enactment of this sec-
tion, the Secretary shall provide specific no-
tification to each local educational agency
eligible to receive funds under this part re-
garding the flexibility provided under sub-
section (¢)(2)(B)(ii) and the ability to use
such funds to carry out activities described
in subsection (c)(2)(A)(ii).

“(j) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section—

(1) $2,317,507,723 for fiscal year 2002;

€(2) $3,012,015,447 for fiscal year 2003;

““(3) $3,706,523,170 for fiscal year 2004; and

€“(4) $4,401,030,983 for fiscal year 2005.”".

SEC. 342. READING EXCELLENCE.

Part C of title II (20 U.S.C. 6661 et seq.) is
amended—

(1) by inserting after the part heading the
following:

“SEC. 2250. SHORT TITLE.

““This part may be cited as the ‘Reading
Excellence Act’.”’;

(2) in section 2253(a) (20 U.S.C. 6661b(a)) by
adding at the end the following:

“(3) AMOUNT OF GRANTS.—From the
amount appropriated for each fiscal year
under section 2260(a), the Secretary shall
award to each State educational agency a
grant under this part in an amount that is in
proportion to the amount the State received
under part A of title I for the previous fiscal
year.”’;

(3) in section 2255 (20 U.S.C. 6661d) by add-
ing at the end the following:

“(f) OTHER USEsS.—With respect to a State
educational agency that has used amounts
received under a grant under section 2253 in
a previous fiscal year to sufficiently serve
schools described in subsection (a)(1), such
State agency may use amounts received
under such a grant in succeeding fiscal years
to provide subgrants to local educational
agencies to assist other schools that may re-
ceive assistance under title I.”’; and

(4) in section 2260(a) (20 U.S.C. 6661i(a)) by
adding at the end the following:

‘“(3) OTHER FISCAL YEARS.—There are au-
thorized to be appropriated to carry out this
part and section 1202(c)—

““(A) $500,000,000 for fiscal year 2002;

‘“(B) $600,000,000 for fiscal year 2003;

““(C) $700,000,000 for fiscal year 2004;

‘(D) $850,000,000 for fiscal year 2005; and

“(E) $1,000,000,000 for fiscal year 2006.”.

SEC. 343. TUTORIAL ASSISTANCE GRANTS.

(a) IN GENERAL.—Section 2256 (20 U.S.C.
6661e) is repealed.

(b) CONFORMING AMENDMENTS.—Part C of
title II (20 U.S.C. 6661 et seq.) is amended—

(1) in section 2253 (20 U.S.C. 6661b)—

(A) in subsection (a)(1), by striking ‘‘sec-
tions 22564 through 2256’° and inserting ‘‘sec-
tions 22564 and 2255’; and

(B) in subsection (b)(2)—

(i) in subparagraph (A)(ii), by striking
‘“‘sections 225656 and 2256’ and inserting ‘‘sec-
tion 2255’;
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(ii) in subparagraph (B)—

(I) in clause (ii), by striking ‘‘section 2255
and 22566°° and inserting ‘‘section 2255°’; and

(IT) in clause (vi), , by striking ‘‘sections
2255 and 2256’ and inserting ‘‘section 2255°’;
and

(iii) in subparagraph (E)(iii)—

(I) by striking ‘‘sections 2255(a)(1) and
2256(a)(1)”’ and inserting ‘‘section 2255(a)(1)’’;
and

(IT) by striking ‘‘sections 2255 and 2256°’ and
inserting ‘‘section 2255’;

(2) in section 2254 (20 U.S.C. 6661c)—

(A) in paragraph (1)—

(i) by striking ‘‘(excluding section 2256)’;
and

(ii) by striking ‘‘; and” and inserting a pe-
riod;

(B) by striking ‘2253—"’ and all that fol-
lows through ‘‘shall use’” in paragraph (1)
and inserting ‘2253 shall use’’; and

(C) by striking in paragraph (2); and

(3) in section 2258(a) (20 U.S.C. 6661h(a)), by
striking ‘‘or 2256”’.

CHAPTER 5—INTEGRATION OF

TECHNOLOGY INTO THE CLASSROOM
SEC. 351. SHORT TITLE.

This chapter may be cited as the ‘“Training
for Technology Act of 2001,

SEC. 352. LOCAL APPLICATIONS FOR SCHOOL
TECHNOLOGY RESOURCE GRANTS.

Section 3135 (20 U.S.C. 6845) is amended—

(1) in the first sentence, by inserting ‘‘(a)
IN GENERAL.— before ‘“‘Each local edu-
cational agency’’;

(2) in subsection (a) (as so redesignated)—

(A) in paragraph (3)(B), by striking *‘; and”’
and inserting a semicolon;

(B) in paragraph (4), by striking the period
and inserting *‘; and’’; and

(C) by inserting after paragraph (4) the fol-
lowing:

‘(6) demonstrate the manner in which the
local educational agency will utilize at least
30 percent of the amounts provided to the
agency under this subpart in each fiscal year
to provide for in-service teacher training, or
that the agency is using at least 30 percent
of its total technology funding available to
the agency from all sources (including Fed-
eral, State, and local sources) to provide in-
service teacher training.’’;

(3) by redesignating subsections (d) and (e)
as subsections (b) and (c¢) respectively; and

(4) in subsection (c) (as so redesignated), by
striking ‘‘subsection (e)”’ and inserting ‘‘sub-
section (a)”’.

SEC. 353. TEACHER PREPARATION.

Part A of title III (20 U.S.C. 6811 et seq.) is
amended by adding at the end the following:

“Subpart 5—Preparing Tomorrow’s Teachers
To Use Technology
“SEC. 3161. PURPOSE; PROGRAM AUTHORITY.

‘“(a) PURPOSE.—It is the purpose of this
subpart to assist consortia of public and pri-
vate entities in carrying out programs that
prepare prospective teachers to use advanced
technology to foster learning environments
conducive to preparing all students to
achieve to challenging State and local con-
tent and student performance standards.

““(b) PROGRAM AUTHORITY.—

‘(1) IN GENERAL.—The Secretary is author-
ized, through the Office of Educational Tech-
nology, to award grants, contracts, or coop-
erative agreements on a competitive basis to
eligible applicants in order to assist them in
developing or redesigning teacher prepara-
tion programs to enable prospective teachers
to use technology effectively in their class-
rooms.

‘‘(2) PERIOD OF AWARD.—The Secretary may
award grants, contracts, or cooperative
agreements under this subpart for a period of
not more than 5 years.
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“SEC. 3162. ELIGIBILITY.

‘‘(a) ELIGIBLE APPLICANTS.—In order to re-
ceive an award under this subpart, an appli-
cant shall be a consortium that includes—

“(1) at least 1 institution of higher edu-
cation that offers a baccalaureate degree and
prepares teachers for their initial entry into
teaching;

‘(2) at least 1 State educational agency or
local educational agency; and

“(3) 1 or more of the following entities:

‘““(A) an institution of higher education
(other than the institution described in para-
graph (1));

‘““(B) a school or department of education
at an institution of higher education;

‘“(C) a school or college of arts and sciences
at an institution of higher education;

‘(D) a professional association, foundation,
museum, library, for-profit business, public
or private nonprofit organization, commu-
nity-based organization, or other entity with
the capacity to contribute to the tech-
nology-related reform of teacher preparation
programs.

“(b) APPLICATION REQUIREMENTS.—In order
to receive an award under this subpart, an
eligible applicant shall submit an applica-
tion to the Secretary at such time, and con-
taining such information, as the Secretary
may require. Such application shall in-
clude—

‘(1) a description of the proposed project,
including how the project would ensure that
individuals participating in the project
would be prepared to use technology to cre-
ate learning environments conducive to pre-
paring all students, including girls and stu-
dents who have economic and educational
disadvantages, to achieve to challenging
State and local content and student perform-
ance standards;

‘(2) a demonstration of—

“‘(A) the commitment, including the finan-
cial commitment, of each of the members of
the consortium; and

‘(B) the active support of the leadership of
each member of the consortium for the pro-
posed project;

‘(3) a description of how each member of
the consortium would be included in project
activities;

‘“(4) a description of how the proposed
project would be continued once the Federal
funds awarded under this subpart end; and

‘“(6) a plan for the evaluation of the pro-
gram, which shall include benchmarks to
monitor progress toward specific project ob-
jectives.

“‘(c) MATCHING REQUIREMENTS.—

‘(1) IN GENERAL.—The Federal share of the
cost of any project funded under this subpart
shall not exceed 50 percent. Except as pro-
vided in paragraph (2), the non-Federal share
of such project may be in cash or in kind,
fairly evaluated, including services.

¢“(2) ACQUISITION OF EQUIPMENT.—Not more
than 10 percent of the funds awarded for a
project under this subpart may be used to ac-
quire equipment, networking capabilities, or
infrastructure, and the non-Federal share of
the cost of any such acquisition shall be in
cash.

“SEC. 3163. USE OF FUNDS.

‘‘(a) REQUIRED USES.—A recipient shall use
funds under this subpart for—

‘(1) creating programs that enable pro-
spective teachers to use advanced technology
to create learning environments conducive
to preparing all students, including girls and
students who have economic and educational
disadvantages, to achieve to challenging
State and local content and student perform-
ance standards; and

‘(2) evaluating the effectiveness of the
project.

“(b) PERMISSIBLE USES.—A recipient may
use funds under this subpart for activities,
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described in its application, that carry out
the purposes of this subpart, such as—

‘(1) developing and implementing high-
quality teacher preparation programs that
enable educators to—

‘“(A) learn the full range of resources that
can be accessed through the use of tech-
nology;

‘(B) integrate a variety of technologies
into the classroom in order to expand stu-
dents’ knowledge;

‘“(C) evaluate educational technologies and
their potential for use in instruction; and

‘(D) help students develop their own tech-
nical skills and digital learning environ-
ments;

‘“(2) developing alternative teacher devel-
opment paths that provide elementary
schools and secondary schools with well-pre-
pared, technology-proficient educators;

‘“(3) developing performance-based stand-
ards and aligned assessments to measure the
capacity of prospective teachers to use tech-
nology effectively in their classrooms;

‘“(4) providing technical assistance to other
teacher preparation programs;

‘() developing and disseminating re-
sources and information in order to assist in-
stitutions of higher education to prepare
teachers to use technology effectively in
their classrooms; and

‘“(6) subject to section 3162(c)(2), acquiring
equipment, networking capabilities, and in-
frastructure to carry out the project.

“SEC. 3164. AUTHORIZATION OF APPROPRIA-
TIONS.

‘“‘For purposes of carrying out this subpart,
there is authorized to be appropriated
$150,000,000 for fiscal year 2002, and such sums
as may be necessary for each of the 4 suc-
ceeding fiscal years.”.

SEC. 354. PROFESSIONAL DEVELOPMENT.

Section 3141(b)(2)(A) (20
6861(b)(2)(A)) is amended—

(1) in clause (i), by striking ‘‘and” at the
end;

(2) in clause (ii)(V), by adding ‘‘and’ after
the semicolon; and

(2) by adding at the end the following:

‘“(iii) the provision of incentives, including
bonus payments, to recognized educators
who achieve the National Education Tech-
nology Standards, or an information tech-
nology certification that is directly related
to the curriculum or content area in which
the teacher provides instruction;”.

TITLE IV—INDIVIDUALS WITH
DISABILITIES EDUCATION ACT
SEC. 401. FULL FUNDING OF IDEA.

(a) FuLL FUNDING.—In additional to any
amounts otherwise appropriated, there are
appropriated to carry out part B of the Indi-
viduals with Disabilities Education Act (20
U.S.C. 1411 et seq.), $2,000,000,000 for fiscal
year 2002.

(b) SENSE OF THE SENATE.—

(1) FINDINGS.—The Senate makes the fol-
lowing findings:

(A) Before the Individuals with Disabilities
Education Act (20 U.S.C. 1400 et seq.) (re-
ferred to in this subsection as “IDEA’) was
enacted in 1975, as many as 4,000,000 children
were denied appropriate educational serv-
ices. Few disabled preschoolers received
services. 1,000,000 children with disabilities
were excluded from public school. Courts
ruled this practice was unconstitutional.

(B) States asked the Federal Government
to help them fund educational services to
disabled children. Congress responded by en-
acting IDEA to ensure that disabled children
received appropriate services and to provide
financial support to the States for providing
these services.

(C) Since the enactment of IDEA, schools
have been serving disabled children, helping
them develop their skills and abilities and go

U.s.C.

January 22, 2001

on to lead productive and independent lives.
Today, IDEA serves 5,400,000 children with
disabilities from birth through age 21. Every
State offers public education and early inter-
vention services for children with disabil-
ities. Fewer than 6,000 disabled children now
live in institutional settings away from their
families, compared to 95,000 such children in
1969. The number of disabled students com-
pleting high school with a diploma or certifi-
cate has increased by 10 percent in the last
decade. The number of students with disabil-
ities entering higher education has more
than tripled since the implementation of
IDEA.

(D) When IDEA was enacted, the legisla-
tion included a goal to provide 40 percent of
the cost of providing services for these stu-
dents.

(E) The cost of providing special education
has increased significantly for school dis-
tricts across the country. The Federal Gov-
ernment currently provides about 15 percent
of the national average per pupil expenditure
for IDEA students.

(F') IDEA will be up for reauthorization for
fiscal year 2003.

(2) SENSE OF THE SENATE.—It is the sense of
the Senate that—

(A) when Congress reauthorizes the IDEA
program, it should ensure that the Federal
Government will reach the goal of providing
40 percent of the national average per pupil
expenditure under IDEA; and

(B) disabled children will benefit from ef-
forts to help schools hire and train high
quality teachers and principals, reduce class
size, renovate overcrowded and crumbling
buildings, integrate technology into the
classroom, strengthen early literacy pro-
grams, and increase the availability of after-
school learning opportunities.

TITLE V—MAKING HIGHER EDUCATION
MORE AFFORDABLE

SEC. 501. INCREASE IN MAXIMUM PELL GRANT.

(a) FINDINGS.—Congress makes the fol-
lowing findings:

(1) A college education has become increas-
ingly important, not just to the individual
beneficiary, but to the nation as a whole.
The growth and continued expansion of the
nation’s economy is heavily dependent on an
educated and highly skilled workforce.

(2) The opportunity to gain a college edu-
cation also is important to the nation as a
means to help advance the American ideals
of progress and equality.

(3) The Federal Government plays an in-
valuable role in making student financial aid
available to ensure that qualified students
are able to attend college, regardless of their
financial means. Since the inception of the
Pell Grant program in 1973, nearly 80,000,000
grants have helped low- and middle-income
students go to college, enrich their lives, and
become productive members of society.

(4) Nationwide, almost 70 percent of high
school graduates continue on to higher edu-
cation. This degree of college participation
would not exist without the Federal invest-
ment in student aid, especially the Pell
Grant program. Nearly 25 percent of low- and
middle-income students receive some
amount of Pell Grant funding.

(5) In the next 10 years, the number of un-
dergraduate students enrolled in the nation’s
colleges and universities will increase by 11
percent to more than 11,000,000 students.
Many of these students will be the first in
their families to attend college. One in 5 of
these students will be from families with in-
comes below the poverty level. The contin-
ued investment in the Pell Grant program is
essential if college is to remain an achiev-
able part of the American dream.
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(6) Increasing the maximum Pell Grant to
$4,700 would allow approximately 430,000 ad-
ditional students to benefit from the pro-
gram.

(7) Increasing the maximum Pell Grant to
$4,700 would result in an $800 increase in the
average grant award.

(8) Because Pell Grant recipients are more
likely to graduate with student loan debt
and to amass more debt than other student
borrowers, increasing the maximum Pell
Grant to $4,700 by fiscal year 2004 will help
remedy this disparity.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate the maximum Pell Grant
should be increased to $4,700.

SEC. 502. DEDUCTION FOR HIGHER EDUCATION
EXPENSES.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 of the Internal Rev-
enue Code of 1986 (relating to additional
itemized deductions for individuals) is
amended by redesignating section 222 as sec-
tion 223 and by inserting after section 221 the
following:

“SEC. 222. HIGHER EDUCATION EXPENSES.

‘‘(a) ALLOWANCE OF DEDUCTION.—

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a deduction
an amount equal to the applicable dollar
amount of the qualified higher education ex-
penses paid by the taxpayer during the tax-
able year.

¢(2) APPLICABLE DOLLAR AMOUNT.—The ap-
plicable dollar amount for any taxable year
shall be determined as follows:

Applicable

“Taxable year: dollar amount:
2002 ..niiei s $4,000
2003 .o $8,000
2004 and thereafter .............coevevnnen $12,000.

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

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

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

‘‘(A) the excess of—

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

‘‘(ii) $62,450 ($104,050 in the case of a joint
return, $89,150 in the case of a return filed by
a head of household, and $52,025 in the case of
a return by a married individual filing sepa-
rately), bears to

““(B) $15,000.

‘“(3) MODIFIED ADJUSTED GROSS INCOME.—
For purposes of this subsection, the term
‘modified adjusted gross income’ means the
adjusted gross income of the taxpayer for the
taxable year determined—

““(A) without regard to this section and
sections 911, 931, and 933, and

“(B) after the application of sections 86,

135, 219, 220, and 469.
For purposes of the sections referred to in
subparagraph (B), adjusted gross income
shall be determined without regard to the
deduction allowed under this section.

“(c) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of this section—

‘(1 QUALIFIED HIGHER EDUCATION EX-
PENSES.—

““(A) IN GENERAL.—The term ‘qualified
higher education expenses’ means tuition
and fees charged by an educational institu-
tion and required for the enrollment or at-
tendance of—

‘(i) the taxpayer,

‘‘(ii) the taxpayer’s spouse,
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‘(iii) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151, or

‘(iv) any grandchild of the taxpayer,
as an eligible student at an institution of
higher education.

‘(B) ELIGIBLE COURSES.—Amounts paid for
qualified higher education expenses of any
individual shall be taken into account under
subsection (a) only to the extent such ex-
penses—

‘“(i) are attributable to courses of instruc-
tion for which credit is allowed toward a bac-
calaureate degree by an institution of higher
education or toward a certificate of required
course work at a vocational school, and

‘“(ii) are not attributable to any graduate
program of such individual.

‘(C) EXCEPTION FOR NONACADEMIC FEES.—
Such term does not include any student ac-
tivity fees, athletic fees, insurance expenses,
or other expenses unrelated to a student’s
academic course of instruction.

‘(D) ELIGIBLE STUDENT.—For purposes of
subparagraph (A), the term ‘eligible student’
means a student who—

‘(i) meets the requirements of section
484(a)(1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)), as in effect on the date
of the enactment of this section, and

‘(ii) is carrying at least one-half the nor-
mal full-time work load for the course of
study the student is pursuing, as determined
by the institution of higher education.

“(E) IDENTIFICATION REQUIREMENT.—No de-
duction shall be allowed under subsection (a)
to a taxpayer with respect to an eligible stu-
dent unless the taxpayer includes the name,
age, and taxpayer identification number of
such eligible student on the return of tax for
the taxable year.

¢(2) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education’
means an institution which—

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

‘“(B) is eligible to participate in programs
under title IV of such Act.

‘‘(d) SPECIAL RULES.—

‘(1) NO DOUBLE BENEFIT.—

‘“(A) IN GENERAL.—No deduction shall be
allowed under subsection (a) for any expense
for which a deduction is allowable to the tax-
payer under any other provision of this chap-
ter unless the taxpayer irrevocably waives
his right to the deduction of such expense
under such other provision.

‘(B) DENIAL OF DEDUCTION IF CREDIT ELECT-
ED.—No deduction shall be allowed under
subsection (a) for a taxable year with respect
to the qualified higher education expenses of
an individual if the taxpayer elects to have
section 25A apply with respect to such indi-
vidual for such year.

‘“(C) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins.

‘(D) COORDINATION WITH EXCLUSIONS.—A
deduction shall be allowed under subsection
(a) for qualified higher education expenses
only to the extent the amount of such ex-
penses exceeds the amount excludable under
section 135 or 530(d)(2) for the taxable year.

¢(2) LIMITATION ON TAXABLE YEAR OF DE-
DUCTION.—

‘“(A) IN GENERAL.—A deduction shall be al-
lowed under subsection (a) for qualified high-
er education expenses for any taxable year
only to the extent such expenses are in con-
nection with enrollment at an institution of
higher education during the taxable year.
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‘“(B) CERTAIN PREPAYMENTS ALLOWED.—
Subparagraph (A) shall not apply to qualified
higher education expenses paid during a tax-
able year if such expenses are in connection
with an academic term beginning during
such taxable year or during the first 3
months of the next taxable year.

“(3) ADJUSTMENT FOR CERTAIN SCHOLAR-
SHIPS AND VETERANS BENEFITS.—The amount
of qualified higher education expenses other-
wise taken into account under subsection (a)
with respect to the education of an indi-
vidual shall be reduced (before the applica-
tion of subsection (b)) by the sum of the
amounts received with respect to such indi-
vidual for the taxable year as—

‘““(A) a qualified scholarship which under
section 117 is not includable in gross income,

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

‘(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of
section 102(a)) for educational expenses, or
attributable to enrollment at an eligible
educational institution, which is exempt
from income taxation by any law of the
United States.

‘(4) NO DEDUCTION FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—If the tax-
payer is a married individual (within the
meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s
spouse file a joint return for the taxable
year.

‘‘(5) NONRESIDENT ALIENS.—If the taxpayer
is a nonresident alien individual for any por-
tion of the taxable year, this section shall
apply only if such individual is treated as a
resident alien of the United States for pur-
poses of this chapter by reason of an election
under subsection (g) or (h) of section 6013.

‘(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations requiring record-
keeping and information reporting.”.

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a) of the
Internal Revenue Code of 1986 is amended by
inserting after paragraph (17) the following:

‘‘(18) HIGHER EDUCATION EXPENSES.—The de-
duction allowed by section 222.”".

(c) CONFORMING AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 of the Internal Revenue Code of 1986 is
amended by striking the item relating to
section 222 and inserting the following:

‘“Sec. 222. Higher education expenses.

‘“Sec. 223. Cross reference.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made in taxable years beginning after De-
cember 31, 2001.

By Mr. DASCHLE (for himself,
Mr. BAUCUS, Mr. DORGAN, Mr.
REID, Mr. DURBIN, Mr.
ROCKFELLER, Mrs. CLINTON, Mr.
KERRY, Mr. SCHUMER, Mr. DODD,
and Mr. CONRAD):

S. 9. A bill to amend the Internal
Revenue Code of 1986 to provide tax re-
lief, and for other purposes; to the
Committee on Finance.

WORKING FAMILY TAX RELIEF ACT OF 2001

Mr. DASCHLE. Mr. 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:
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S.9

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

SECTION 1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Working Family Tax Relief Act of
2001°.

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

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

Sec. 1. Short title; etc.

TITLE I—MARRIAGE PENALTY TAX
RELIEF

Sec. 101. Optional separate calculations.
TITLE II-ESTATE TAX RELIEF

Sec. 201. Increase in amount of unified cred-
it against estate and gift taxes.

Sec. 202. Increase in qualified family-owned
business interest deduction
amount.

TITLE III—-TAX RELIEF FOR
AFFORDABLE HIGHER EDUCATION

Sec. 301. Deduction for higher education ex-
penses.
TITLE IV—TAX RELIEF FOR FAMILY
CHOICES IN CHILD CARE

Subtitle A—Dependent Care Tax Credit

Sec. 401. Expanding the dependent care tax
credit.

Sec. 402. Minimum credit allowed for stay-
at-home parents.

Sec. 403. Credit made refundable.

Subtitle B—Incentives for Employer-
Provided Child Care

Sec. 411. Allowance of credit for employer
expenses for child care assist-
ance.

TITLE V—-TAX RELIEF FOR LONG-TERM
CARE GIVERS

Sec. 501. Long-term care tax credit.

TITLE VI—-TAX RELIEF FOR WORKING
FAMILIES

Sec. 601. Increased earned income tax credit
for 2 or more qualifying chil-
dren.

Sec. 602. Simplification of definition of
earned income.

Sec. 603. Simplification of definition of child
dependent.

Sec. 604. Other modifications to earned in-
come tax credit.

TITLE VII—TAX RELIEF FOR SELF-
EMPLOYED INDIVIDUALS

Sec. 701. Deduction for health insurance
costs of self-employed individ-
uals increased.

TITLE VIII—TAX RELIEF FOR
EXPANDING PENSION AVAILABILITY
Sec. 801. Nonrefundable credit to certain in-
dividuals for elective deferrals

and IRA contributions.

Sec. 802. Credit for qualified pension plan
contributions of small employ-
ers.

Sec. 803. Credit for pension plan startup
costs of small employers.

TITLE IX—TAX RELIEF FOR ADOPTIVE
PARENTS

Sec. 901. Expansion of adoption credit.

TITLE I—MARRIAGE PENALTY TAX RELIEF

SEC. 101. OPTIONAL SEPARATE CALCULATIONS.

(a) IN GENERAL.—Subpart B of part II of
subchapter A of chapter 61 (relating to in-
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come tax returns) is amended by inserting

after section 6013 the following new section:

“SEC. 6013A. COMBINED RETURN WITH SEPARATE
RATES.

‘“‘(a) GENERAL RULE.—A husband and wife
may make a combined return of income
taxes under subtitle A under which—

‘(1) a separate taxable income is deter-
mined for each spouse by applying the rules
provided in this section, and

‘“(2) the tax imposed by section 1 is the ag-
gregate amount resulting from applying the
separate rates set forth in section 1(c) to
each such taxable income.

“(b) TREATMENT OF INCOME.—For purposes
of this section—

‘(1) earned income (within the meaning of
section 911(d)), and any income received as a
pension or annuity which arises from an em-
ployer-employee relationship, shall be treat-
ed as the income of the spouse who rendered
the services,

‘“(2) income from property shall be divided
between the spouses in accordance with their
respective ownership rights in such property
(equally in the case of property held jointly
by the spouses), and

“(3) any exclusion from income shall be al-
lowable to the spouse with respect to whom
the income would be otherwise includible.

‘“(c) TREATMENT OF DEDUCTIONS.—For pur-
poses of this section—

“(1) except as otherwise provided in this
subsection, the deductions described in sec-
tion 62(a) shall be allowed to the spouse
treated as having the income to which such
deductions relate,

“(2) the deductions allowable by section
151(b) (relating to personal exemptions for
taxpayer and spouse) shall be determined by
allocating 1 personal exemption to each
spouse,

““(3) section 63 shall be applied as if such
spouses were not married, except that the
election whether or not to itemize deduc-
tions shall be made jointly by both spouses
and apply to each, and

‘“(4) each spouse’s share of all other deduc-
tions shall be determined by multiplying the
aggregate amount thereof by the fraction—

‘“(A) the numerator of which is such
spouse’s gross income, and

‘(B) the denominator of which is the com-
bined gross incomes of the 2 spouses.

Any fraction determined under paragraph (4)
shall be rounded to the nearest percentage
point.

‘‘(d) TREATMENT OF CREDITS.—For purposes
of this section—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), each spouse’s share of credits
allowed to both spouses shall be determined
by multiplying the aggregate amount of the
credits by the fraction determined under
subsection (c)(4).

‘(2) EARNED INCOME CREDIT.—The earned
income credit under section 32 shall be deter-
mined as if each spouse were a separate tax-
payer, except that—

‘““(A) the earned income and the modified
adjusted gross income of each spouse shall be
determined under the rules of subsections
(b), (c), and (e), and

“(B) qualifying children shall be allocated
between spouses proportionate to the earned
income of each spouse (rounded to the near-
est whole number).

‘““(e) SPECIAL RULES REGARDING INCOME
LIMITATIONS.—

‘(1) EXCLUSIONS AND DEDUCTIONS.—For pur-
poses of making a determination under sub-
section (b) or (c), any eligibility limitation
with respect to each spouse shall be deter-
mined by taking into account the limitation
applicable to a single individual.

‘“(2) CrREDITS.—For purposes of making a
determination under subsection (d)(1), in no
event shall an eligibility limitation for any
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credit allowable to both spouses be less than
twice such limitation applicable to a single
individual.

““(f) SPECIAL RULES FOR ALTERNATIVE MIN-
IMUM TAX.—If a husband and wife elect the
application of this section—

‘(1) the tax imposed by section 55 shall be
computed separately for each spouse, and

““(2) for purposes of applying section 55—

‘“(A) the rules under this section for allo-
cating items of income, deduction, and cred-
it shall apply, and

‘(B) the exemption amount for each spouse
shall be the amount determined under sec-
tion 55(d)(1)(B).

‘(g) TREATMENT AS JOINT RETURN.—Except
as otherwise provided in this section or in
the regulations prescribed hereunder, for
purposes of this title (other than sections 1
and 63(c)) a combined return under this sec-
tion shall be treated as a joint return.

“(h) LIMITATIONS.—

‘(1) PHASE-IN OF BENEFIT.—

‘“(A) IN GENERAL.—In the case of any tax-
able year beginning before January 1, 2005,
the tax imposed by section 1 or 55 shall in no
event be less than the sum of—

‘(i) the tax determined after the applica-
tion of this section, plus

‘‘(ii) the applicable percentage of the ex-
cess of—

‘“(I) the tax determined without the appli-
cation of this section, over

“(IT) the amount determined under clause
.
‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage shall be determined in accord-
ance with the following table:

“For taxable years be-
ginning in:

2003

2004 10.

‘“(2) LIMITATION OF BENEFIT BASED ON COM-
BINED ADJUSTED GROSS INCOME.—With respect
to spouses electing the treatment of this sec-
tion for any taxable year, the tax under sec-
tion 1 or 55 shall be increased by an amount
which bears the same ratio to the excess of
the tax determined without the application
of this section over the tax determined after
the application of this section as the ratio
(but not over 100 percent) of the excess of the
combined adjusted gross income of the
spouses over $100,000 bears to $50,000.

‘(i) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion.”.

(b) UNMARRIED RATE MADE APPLICABLE.—
So much of subsection (c) of section 1 as pre-
cedes the table is amended to read as follows:

‘(c) SEPARATE OR UNMARRIED RETURN
RATE.—There is hereby imposed on the tax-
able income of every individual (other than a
married individual (as defined in section
7703) filing a return which is not a combined
return under section 6013A, a surviving
spouse as defined in section 2(a), or a head of
household as defined in section 2(b)) a tax de-
termined in accordance with the following
table:”.

(¢) PENALTY FOR SUBSTANTIAL UNDER-
STATEMENT OF INCOME FROM PROPERTY.—Sec-
tion 6662 (relating to imposition of accuracy-
related penalty) is amended—

(1) by adding at the end of subsection (b)
the following new paragraph:

‘(6) Any substantial understatement of in-
come from property under section 6013A.”°,
and

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

‘(1) SUBSTANTIAL UNDERSTATEMENT OF IN-
COME FROM PROPERTY UNDER SECTION
6013A.—For purposes of this section, there is

The applicable
percentage is:
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a substantial understatement of income from
property under section 6013A if—

‘(1) the spouses electing the treatment of
such section for any taxable year transfer
property from 1 spouse to the other spouse in
such year,

‘“(2) such transfer results in reduced tax li-
ability under such section, and

‘“(3) the significant purpose of such trans-
fer is the avoidance or evasion of Federal in-
come tax.”.

(d) PROTECTION OF SOCIAL SECURITY AND
MEDICARE TRUST FUNDS.—

(1) IN GENERAL.—Nothing in this section
shall be construed to alter or amend the So-
cial Security Act (or any regulation promul-
gated under that Act).

(2) TRANSFERS.—

(A) ESTIMATE OF SECRETARY.—The Sec-
retary of the Treasury shall annually esti-
mate the impact that the enactment of this
section has on the income and balances of
the trust funds established under sections 201
and 1817 of the Social Security Act (42 U.S.C.
401 and 13951).

(B) TRANSFER OF FUNDS.—If, under subpara-
graph (A), the Secretary of the Treasury es-
timates that the enactment of this section
has a negative impact on the income and bal-
ances of such trust funds, the Secretary shall
transfer, not less frequently than quarterly,
from the general revenues of the Federal
Government an amount sufficient so as to
ensure that the income and balances of such
trust funds are not reduced as a result of the
enactment of this section.

(e) CLERICAL AMENDMENT.—The table of
sections for subpart B of part II of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6013 the
following new item:

““Sec. 6013A. Combined return with separate

rates.”.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2002.

TITLE II—ESTATE TAX RELIEF
SEC. 201. INCREASE IN AMOUNT OF UNIFIED
CREDIT AGAINST ESTATE AND GIFT
TAXES.

(a) IN GENERAL.—The table contained in
section 2010(c) (relating to applicable credit
amount) is amended to read as follows:

“In the case of estates The applicable
of decedents dying, exclusion amount
and gifts made, dur- is:
ing:

2002, 2003, 2004,

and 2006 $1,000,000
2007 and 2008 $1,125,000
9 e $1,500,000

2010 or thereafter ...... $2,000,000.”".

(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to the es-

tates of decedents dying, and gifts made,

after December 31, 2001.

SEC. 202. INCREASE IN QUALIFIED FAMILY-
OWNED BUSINESS INTEREST DEDUC-
TION AMOUNT.

(a) IN GENERAL.—Paragraph (2) of section
2057(a) (relating to family-owned business in-
terests) is amended to read as follows:

¢“(2) MAXIMUM DEDUCTION.—

‘““(A) IN GENERAL.—The deduction allowed
by this section shall not exceed the sum of—

‘(i) the applicable deduction amount, plus

‘(i) in the case of a decedent described in
subparagraph (C), the applicable unused
spousal deduction amount.

‘(B) APPLICABLE DEDUCTION AMOUNT.—For
purposes of this subparagraph (A)(i), the ap-
plicable deduction amount is determined in
accordance with the following table:

“In the case of estates The applicable
of decedents dying deduction amount

during: is:
2002, 2003, 2004, 2005,
and 2006 .........cccceeeenees $1,375,000

2007 and 2008 .............. $1,625,000
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“In the case of estates
of decedents dying

The applicable
deduction amount

during: is:
2009 .eeiiieiiieeeieeee, $2,375,000
2010 or thereafter $3,375,000.

“(C) APPLICABLE UNUSED SPOUSAL DEDUC-
TION AMOUNT.—With respect to a decedent
whose immediately predeceased spouse died
after December 31, 2001, and the estate of
such immediately predeceased spouse met
the requirements of subsection (b)(1), the ap-
plicable unused spousal deduction amount
for such decedent is equal to the excess of—

“(i1) the applicable deduction amount al-
lowable under this section to the estate of
such immediately predeceased spouse, over

‘“(ii) the sum of—

‘“(I) the applicable deduction amount al-
lowed under this section to the estate of
such immediately predeceased spouse, plus

‘“(IT) the amount of any increase in such
estate’s unified credit under paragraph (3)(B)
which was allowed to such estate.”.

(b) CONFORMING AMENDMENTS.—Section
2057(a)(3)(B) is amended—

(1) by striking ‘“$675,000”’ both places it ap-
pears and inserting ‘‘the applicable deduc-
tion amount’’, and

(2) by striking ‘‘$675,000’" in the heading and
inserting ‘‘APPLICABLE DEDUCTION AMOUNT’.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 2001.

TITLE III—TAX RELIEF FOR AFFORDABLE
HIGHER EDUCATION

SEC. 301. DEDUCTION FOR HIGHER EDUCATION
EXPENSES.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 (relating to additional
itemized deductions for individuals) is
amended by redesignating section 222 as sec-
tion 223 and by inserting after section 221 the
following new section:

“SEC. 222. HIGHER EDUCATION EXPENSES.

‘“‘(a) ALLOWANCE OF DEDUCTION.—

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a deduction
an amount equal to the applicable dollar
amount of the qualified higher education ex-
penses paid by the taxpayer during the tax-
able year.

“(2) APPLICABLE DOLLAR AMOUNT.—The ap-
plicable dollar amount for any taxable year
shall be determined as follows:

Applicable

“Taxable year: dollar amount:
2002 i $4,000
2003 e $8,000
2004 and thereafter ............occvvevennen. $12,000.

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

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

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

‘“(A) the excess of—

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

‘“(il) $62,450 ($104,050 in the case of a joint
return, $89,150 in the case of a return filed by
a head of household, and $52,025 in the case of
a return by a married individual filing sepa-
rately), bears to

“(B) $15,000.

““(3) MODIFIED ADJUSTED GROSS INCOME.—
For purposes of this subsection, the term
‘modified adjusted gross income’ means the
adjusted gross income of the taxpayer for the
taxable year determined—

‘“(A) without regard to this section and
sections 911, 931, and 933, and

‘““(B) after the application of sections 86,
135, 219, 220, and 469.
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For purposes of the sections referred to in
subparagraph (B), adjusted gross income
shall be determined without regard to the
deduction allowed under this section.

“(c) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of this section—

‘(1) QUALIFIED HIGHER EDUCATION EX-
PENSES.—
‘““(A) IN GENERAL.—The term ‘qualified

higher education expenses’ means tuition
and fees charged by an educational institu-
tion and required for the enrollment or at-
tendance of—

‘(i) the taxpayer,

‘“(ii) the taxpayer’s spouse,

‘“(iii) any dependent of the taxpayer with
respect to whom the taxpayer is allowed a
deduction under section 151, or

“(iv) any grandchild of the taxpayer,
as an eligible student at an institution of
higher education.

‘(B) ELIGIBLE COURSES.—Amounts paid for
qualified higher education expenses of any
individual shall be taken into account under
subsection (a) only to the extent such ex-
penses—

‘(i) are attributable to courses of instruc-
tion for which credit is allowed toward a bac-
calaureate degree by an institution of higher
education or toward a certificate of required
course work at a vocational school, and

‘“(ii) are not attributable to any graduate
program of such individual.

¢(C) EXCEPTION FOR NONACADEMIC FEES.—
Such term does not include any student ac-
tivity fees, athletic fees, insurance expenses,
or other expenses unrelated to a student’s
academic course of instruction.

‘(D) ELIGIBLE STUDENT.—For purposes of
subparagraph (A), the term ‘eligible student’
means a student who—

‘(i) meets the requirements of section
484(a)(1) of the Higher Education Act of 1965
(20 U.S.C. 1091(a)(1)), as in effect on the date
of the enactment of this section, and

‘“(ii) is carrying at least one-half the nor-
mal full-time work load for the course of
study the student is pursuing, as determined
by the institution of higher education.

‘“(E) IDENTIFICATION REQUIREMENT.—No de-
duction shall be allowed under subsection (a)
to a taxpayer with respect to an eligible stu-
dent unless the taxpayer includes the name,
age, and taxpayer identification number of
such eligible student on the return of tax for
the taxable year.

¢(2) INSTITUTION OF HIGHER EDUCATION.—
The term ‘institution of higher education’
means an institution which—

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

‘(B) is eligible to participate in programs
under title IV of such Act.

‘(d) SPECIAL RULES.—

(1) NO DOUBLE BENEFIT.—

‘““(A) IN GENERAL.—No deduction shall be
allowed under subsection (a) for any expense
for which a deduction is allowable to the tax-
payer under any other provision of this chap-
ter unless the taxpayer irrevocably waives
his right to the deduction of such expense
under such other provision.

‘(B) DENIAL OF DEDUCTION IF CREDIT ELECT-
ED.—No deduction shall be allowed under
subsection (a) for a taxable year with respect
to the qualified higher education expenses of
an individual if the taxpayer elects to have
section 25A apply with respect to such indi-
vidual for such year.

‘(C) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins.
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‘(D) COORDINATION WITH EXCLUSIONS.—A
deduction shall be allowed under subsection
(a) for qualified higher education expenses
only to the extent the amount of such ex-
penses exceeds the amount excludable under
section 135 or 530(d)(2) for the taxable year.

‘(2) LIMITATION ON TAXABLE YEAR OF DE-
DUCTION.—

‘“(A) IN GENERAL.—A deduction shall be al-
lowed under subsection (a) for qualified high-
er education expenses for any taxable year
only to the extent such expenses are in con-
nection with enrollment at an institution of
higher education during the taxable year.

‘“(B) CERTAIN PREPAYMENTS ALLOWED.—
Subparagraph (A) shall not apply to qualified
higher education expenses paid during a tax-
able year if such expenses are in connection
with an academic term beginning during
such taxable year or during the first 3
months of the next taxable year.

‘“(3) ADJUSTMENT FOR CERTAIN SCHOLAR-
SHIPS AND VETERANS BENEFITS.—The amount
of qualified higher education expenses other-
wise taken into account under subsection (a)
with respect to the education of an indi-
vidual shall be reduced (before the applica-
tion of subsection (b)) by the sum of the
amounts received with respect to such indi-
vidual for the taxable year as—

““(A) a qualified scholarship which under
section 117 is not includable in gross income,

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

“(C) a payment (other than a gift, bequest,
devise, or inheritance within the meaning of
section 102(a)) for educational expenses, or
attributable to enrollment at an eligible
educational institution, which is exempt
from income taxation by any law of the
United States.

‘‘(4) NO DEDUCTION FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—If the tax-
payer is a married individual (within the
meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s
spouse file a joint return for the taxable
year.

*“(6) NONRESIDENT ALIENS.—If the taxpayer
is a nonresident alien individual for any por-
tion of the taxable year, this section shall
apply only if such individual is treated as a
resident alien of the United States for pur-
poses of this chapter by reason of an election
under subsection (g) or (h) of section 6013.

‘“(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations requiring record-
keeping and information reporting.’’.

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a) is
amended by inserting after paragraph (17)
the following new paragraph:

“(18) HIGHER EDUCATION EXPENSES.—The de-
duction allowed by section 222.”.

(c) CONFORMING AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 222 and inserting the following
new items:

““Sec. 222. Higher education expenses.
‘“Sec. 223. Cross reference.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made in taxable years beginning after De-
cember 31, 2001.

TITLE IV—TAX RELIEF FOR FAMILY
CHOICES IN CHILD CARE
Subtitle A—Dependent Care Tax Credit
SEC. 401. EXPANDING THE DEPENDENT CARE TAX
CREDIT.

(a) PERCENTAGE OF EMPLOYMENT-RELATED
EXPENSES DETERMINED BY TAXPAYER STA-
TUS.—Section 21(a)(2) (defining applicable
percentage) is amended to read as follows:
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‘“(2) APPLICABLE PERCENTAGE DEFINED.—For
purposes of paragraph (1), the term ‘applica-
ble percentage’ means—

‘“(A) except as provided in subparagraph
(B), 50 percent reduced (but not below 20 per-
cent) by 1 percentage point for each $1,000, or
fraction thereof, by which the taxpayers’s
adjusted gross income for the taxable year
exceeds $30,000, and

‘(B) in the case of employment-related ex-
penses described in subsection (e)(11), 50 per-
cent reduced (but not below zero) by 1 per-
centage point for each $800, or fraction there-
of, by which the taxpayers’s adjusted gross
income for the taxable year exceeds $30,000."".

(b) INFLATION ADJUSTMENT FOR ALLOWABLE
EXPENSES.—Section 21(c) (relating to dollar
limit on amount creditable) is amended by
striking ‘““The amount determined’ and in-
serting ‘‘In the case of any taxable year be-
ginning after 2002, each dollar amount re-
ferred to in paragraphs (1) and (2) shall be in-
creased by an amount equal to such dollar
amount multiplied by the cost-of-living ad-
justment determined under section 1(f)(3) for
the calendar year in which the taxable year
begins, by substituting ‘calendar year 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof. If any dollar amount after being in-
creased under the preceding sentence is not a
multiple of $10, such dollar amount shall be
rounded to the nearest multiple of $10. The
amount determined”’.

(c) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 2001.

SEC. 402. MINIMUM CREDIT ALLOWED FOR STAY-
AT-HOME PARENTS.

(a) IN GENERAL.—Section 21(e) (relating to
special rules) is amended by adding at the
end the following new paragraph:

€(11) MINIMUM CREDIT ALLOWED FOR STAY-
AT-HOME PARENTS.—Notwithstanding sub-
section (d), in the case of any taxpayer with
one or more qualifying individuals described
in subsection (b)(1)(A) under the age of 1 at
any time during the taxable year, such tax-
payer shall be deemed to have employment-
related expenses with respect to such quali-
fying individuals in an amount equal to the
sum of—

“(A) $90 for each month in such taxable
year during which at least one of such quali-
fying individuals is under the age of 1, and

‘“(B) the amount of employment-related
expenses otherwise incurred for such quali-
fying individuals for the taxable year (deter-
mined under this section without regard to
this paragraph).”’.

(b) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 2001.

SEC. 403. CREDIT MADE REFUNDABLE.

(a) IN GENERAL.—Part IV of subchapter A
of chapter 1 (relating to credits against tax)
is amended—

(1) by redesignating section 35 as section
36, and

(2) by redesignating section 21 as section
35.

(b) ADVANCE PAYMENT OF CREDIT.—Chapter
25 (relating to general provisions relating to
employment taxes) is amended by inserting
after section 3507 the following new section:
“SEC. 3507A. ADVANCE PAYMENT OF DEPENDENT

CARE CREDIT.

‘‘(a) GENERAL RULE.—Except as otherwise
provided in this section, every employer
making payment of wages with respect to
whom a dependent care eligibility certificate
is in effect shall, at the time of paying such
wages, make an additional payment equal to
such employee’s dependent care advance
amount.

““(b) DEPENDENT CARE ELIGIBILITY CERTIFI-
CATE.—For purposes of this title, a depend-
ent care eligibility certificate is a statement
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furnished by an employee to the employer
which—

‘(1) certifies that the employee will be eli-
gible to receive the credit provided by sec-
tion 35 for the taxable year,

‘“(2) certifies that the employee reasonably
expects to be an applicable taxpayer for the
taxable year,

‘“(3) certifies that the employee does not
have a dependent care eligibility certificate
in effect for the calendar year with respect
to the payment of wages by another em-
ployer,

‘“(4) states whether or not the employee’s
spouse has a dependent care eligibility cer-
tificate in effect,

‘‘(5) states the number of qualifying indi-
viduals in the household maintained by the
employee, and

‘‘(6) estimates the amount of employment-
related expenses for the calendar year.

‘‘(c) DEPENDENT CARE ADVANCE AMOUNT.—

‘(1) IN GENERAL.—For purposes of this
title, the term ‘dependent care advance
amount’ means, with respect to any payroll
period, the amount determined—

‘““(A) on the basis of the employee’s wages
from the employer for such period,

‘“(B) on the basis of the employee’s esti-
mated employment-related expenses in-
cluded in the dependent care eligibility cer-
tificate, and

‘“(C) in accordance with tables provided by
the Secretary.

‘“(2) ADVANCE AMOUNT TABLES.—The tables
referred to in paragraph (1)(C) shall be simi-
lar in form to the tables prescribed under
section 3402 and, to the maximum extent fea-
sible, shall be coordinated with such tables
and the tables prescribed under section
3507(c).

‘(d) OTHER RULES.—For purposes of this
section, rules similar to the rules of sub-
sections (d) and (e) of section 3507 shall
apply.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion, terms used in this section which are de-
fined in section 35 shall have the respective
meanings given such terms by section 35.”".

(c) CONFORMING AMENDMENTS.—

(1) Section 35(a)(1), as redesignated by sub-
section (a)(1), is amended by striking ‘‘chap-
ter” and inserting ‘‘subtitle’’.

(2) Section 35(e), as so redesignated and
amended by section 402(a), is amended by
adding at the end the following new para-
graph:

‘‘(12) COORDINATION WITH ADVANCE PAY-
MENTS AND MINIMUM TAX.—Rules similar to
the rules of subsections (g) and (h) of section
32 shall apply for purposes of this section.”.

(3) Sections 23(f)(1) and 129(a)(2)(C) are each
amended by striking ‘‘section 21(e)”’ and in-
serting ‘‘section 35(e)”’.

(4) Section 129(b)(2) is amended by striking
“section 21(d)(2)” and inserting ‘‘section
35(d)(2)”.

(5) Section 129(e)(1) is amended by striking
“section 21(b)(2)” and inserting ‘‘section
35(b)(2)”.

(6) Section 213(e) is amended by striking
‘“‘section 21"’ and inserting ‘‘section 35”.

(7) Section 995(f)(2)(C) is amended by strik-
ing “‘and 34’ and inserting ‘‘34, and 35".

(8) Section 6211(b)(4)(A) is amended by
striking ‘“‘and 34’ and inserting ‘‘, 34, and
357,

(9) Section 6213(2)(2)(H) is amended by
striking ‘‘section 21” and inserting ‘‘section
357,

(10) Section 6213(g)(2)(L) is amended by
striking ‘‘section 21, 24, or 32"’ and inserting
‘‘section 24, 32, or 35”.

(11) The table of sections for subpart C of
part IV of subchapter A of chapter 1 is
amended by striking the item relating to
section 35 and inserting the following new
items:
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““Sec. 35. Expenses for household and depend-
ent care services necessary for
gainful employment.

““Sec. 36. Overpayments of tax.”.

(12) The table of sections for subpart A of
such part IV is amended by striking the item
relating to section 21.

(13) The table of sections for chapter 25 is
amended by adding after the item relating to
section 3507 the following new item:

“Sec. 3507A. Advance payment of dependent
care credit.”.

(14) Section 1324(b)(2) of title 31, United

States Code, is amended by striking ‘‘or’ be-

fore ‘‘enacted’” and by inserting before the

period at the end ‘‘, or from section 35 of
such Code™.
(d) EFFECTIVE DATE.—The amendments

made by this section apply to taxable years
beginning after December 31, 2001.
Subtitle B—Incentives for Employer-
Provided Child Care
SEC. 411. ALLOWANCE OF CREDIT FOR EM-
PLOYER EXPENSES FOR CHILD CARE
ASSISTANCE.

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

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

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

‘(1) 25 percent of the qualified child care
expenditures, and

‘(2) 10 percent of the qualified child care
resource and referral expenditures,
of the taxpayer for such taxable year.

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

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

‘(1) QUALIFIED CHILD CARE EXPENDITURE.—

‘““(A) IN GENERAL.—The term ‘qualified
child care expenditure’ means any amount
paid or incurred—

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

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

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

“‘(IIT) which does not constitute part of the
principal residence (within the meaning of
section 121) of the taxpayer or any employee
of the taxpayer,

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

‘“(iii) under a contract with a qualified
child care facility to provide child care serv-
ices to employees of the taxpayer, or

‘(iv) to reimburse an employee for ex-
penses for child care which enables the em-
ployee to be gainfully employed including
expenses related to—

“(I) day care and before and after school
care,

““(IT1) transportation associated with such
care, and

““(ITII) before and after school and holiday
programs including educational and rec-
reational programs and camp programs.

‘‘(B) FAIR MARKET VALUE.—The term ‘quali-
fied child care expenditures’ shall not in-
clude expenses in excess of the fair market
value of such care.

*“(2) QUALIFIED CHILD CARE FACILITY.—

‘““(A) IN GENERAL.—The term ‘qualified
child care facility’ means a facility—
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‘‘(1) the principal use of which is to provide
child care assistance, and

‘(i) which meets the requirements of all

applicable laws and regulations of the State
or local government in which it is located,
including the licensing of the facility as a
child care facility.
Clause (i) shall not apply to a facility which
is the principal residence (within the mean-
ing of section 121) of the operator of the fa-
cility.

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

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

‘“(ii) if the facility is the principal trade or
business of the taxpayer, at least 30 percent
of the enrollees of such facility are depend-
ents of employees of the taxpayer, and

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

‘(3) QUALIFIED CHILD CARE RESOURCE AND
REFERRAL EXPENDITURE.—The term ‘qualified
child care resource and referral expenditure’
means any amount paid or incurred under a
contract to provide child care resource and
referral services to an employee of the tax-
payer.

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

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

‘“(A) the applicable recapture percentage,
and

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

‘“(2) APPLICABLE RECAPTURE PERCENTAGE.—

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

“If the recapture The applicable

event occurs in: recapture

percentage is:
Years 1-3 ..ccoeevveniininnnnns 100
Year 4 85
Year 5 70
Year 6 55
Year 7 40
Year8 ........... 25
Years 9 and 10 .............. 10
Years 11 and thereafter 0

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

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

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

‘(B) CHANGE IN OWNERSHIP.—

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

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

‘‘(4) SPECIAL RULES.—

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

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

¢(C) NO RECAPTURE BY REASON OF CASUALTY
L0ss.—The increase in tax under this sub-
section shall not apply to a cessation of op-
eration of the facility as a qualified child
care facility by reason of a casualty loss to
the extent such loss is restored by recon-
struction or replacement within a reasonable
period established by the Secretary.

‘‘(e) SPECIAL RULES.—For purposes of this
section—

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

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

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

*“(f) No DOUBLE BENEFIT.—

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

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

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

‘“(2) OTHER DEDUCTIONS AND CREDITS.—No
deduction or credit shall be allowed under
any other provision of this chapter with re-
spect to the amount of the credit determined
under this section.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 38(b) is amended by striking
“plus’ at the end of paragraph (12), by strik-
ing the period at the end of paragraph (13)
and inserting ¢, plus’, and by adding at the
end the following new paragraph:

‘“(14) the employer-provided child care
credit determined under section 45E.”".

(2) Subsection (d) of section 39 is amended
by adding at the end the following new para-
graph:

¢“(10) NO CARRYBACK OF EMPLOYER-PROVIDED
CHILD CARE CREDIT BEFORE JANUARY 1, 2002.—
No portion of the unused business credit for
any taxable year which is attributable to the
credit under section 45E may be carried back
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to a taxable year ending before January 1,
2002.”".

(3) Subsection (c) of section 196 is amended
by striking ‘‘and’ at the end of paragraph
(8), by striking the period at the end of para-
graph (9) and inserting ¢, and”’, and by add-
ing at the end the following new paragraph:

‘“(10) the employer-provided child care
credit determined under section 45E(a).”.

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

‘““Sec. 45E. Employer-provided child care
credit.”.

(5) Section 1016(a) is amended by striking
“and” at the end of paragraph (26), by strik-
ing the period at the end of paragraph (27)
and inserting ¢, and’, and by adding at the
end the following new paragraph:

‘(28) in the case of a facility with respect
to which a credit was allowed under section

45E, to the extent provided in section
45E(f)(1).”.
(¢c) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 2001.
TITLE V—TAX RELIEF FOR LONG-TERM
CARE GIVERS
SEC. 501. LONG-TERM CARE TAX CREDIT.

(a) ALLOWANCE OF CREDIT.—

(1) IN GENERAL.—Section 24(a) (relating to
allowance of child tax credit) is amended to
read as follows:

‘‘(a) ALLOWANCE OF CREDIT.—There shall be
allowed as a credit against the tax imposed
by this chapter for the taxable year an
amount equal to the sum of—

(1) $500 multiplied by the number of quali-
fying children of the taxpayer, plus

““(2) $3,000 multiplied by the number of ap-
plicable individuals with respect to whom
the taxpayer is an eligible caregiver for the
taxable year.”.

(2) ADDITIONAL CREDIT FOR TAXPAYER WITH 3
OR MORE SEPARATE CREDIT AMOUNTS.—SO
much of section 24(d) as precedes paragraph
(1)(A) thereof is amended to read as follows:

‘(d) ADDITIONAL CREDIT FOR TAXPAYERS
WITH 3 OR MORE SEPARATE CREDIT
AMOUNTS.—

‘(1) IN GENERAL.—If the sum of the number
of qualifying children of the taxpayer and
the number of applicable individuals with re-
spect to which the taxpayer is an eligible
caregiver is 3 or more for any taxable year,
the aggregate credits allowed under subpart
C shall be increased by the lesser of—".

(3) CONFORMING AMENDMENTS.—

(A) The heading for section 32(n) is amend-
ed by striking ‘“‘CHILD”’ and inserting ‘“‘FAM-
1LY CARE”.

(B) The heading for section 24 is amended
to read as follows:

“SEC. 24. FAMILY CARE CREDIT.”.

(C) The table of sections for subpart A of
part IV of subchapter A of chapter 1 is
amended by striking the item relating to
section 24 and inserting the following new
item:

‘“‘Sec. 24. Family care credit.”.

(b) DEFINITIONS.—Section 24(c) (defining
qualifying child) is amended to read as fol-
lows:

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

‘(1) QUALIFYING CHILD.—

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

‘(i) the taxpayer is allowed a deduction
under section 1561 with respect to such indi-
vidual for the taxable year,

‘‘(ii) such individual has not attained the
age of 17 as of the close of the calendar year
in which the taxable year of the taxpayer be-
gins, and
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‘(iii) such individual bears a relationship
to the taxpayer described in section
32(c)(3)(B).

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

““(2) APPLICABLE INDIVIDUAL.—

‘‘(A) IN GENERAL.—The term ‘applicable in-
dividual’ means, with respect to any taxable
yvear, any individual who has been certified,
before the due date for filing the return of
tax for the taxable year (without exten-
sions), by a physician (as defined in section
1861(r)(1) of the Social Security Act) as being
an individual with long-term care needs de-
scribed in subparagraph (B) for a period—

‘(i) which is at least 180 consecutive days,
and

‘“(ii) a portion of which occurs within the

taxable year.
Such term shall not include any individual
otherwise meeting the requirements of the
preceding sentence unless within the 39%
month period ending on such due date (or
such other period as the Secretary pre-
scribes) a physician (as so defined) has cer-
tified that such individual meets such re-
quirements.

“(B) INDIVIDUALS WITH LONG-TERM CARE
NEEDS.—An individual is described in this
subparagraph if the individual meets any of
the following requirements:

‘(1) The individual is at least 6 years of age
and—

“(I) is unable to perform (without substan-
tial assistance from another individual) at
least 3 activities of daily living (as defined in
section T7702B(c)(2)(B)) due to a loss of func-
tional capacity, or

‘“(II) requires substantial supervision to
protect such individual from threats to
health and safety due to severe cognitive im-
pairment and is unable to perform at least 1
activity of daily living (as so defined) or to
the extent provided in regulations prescribed
by the Secretary (in consultation with the
Secretary of Health and Human Services), is
unable to engage in age appropriate activi-
ties.

‘“(ii) The individual is at least 2 but not 6
years of age and is unable due to a loss of
functional capacity to perform (without sub-
stantial assistance from another individual)
at least 2 of the following activities: eating,
transferring, or mobility.

‘“(iii) The individual is under 2 years of age
and requires specific durable medical equip-
ment by reason of a severe health condition
or requires a skilled practitioner trained to
address the individual’s condition to be
available if the individual’s parents or
guardians are absent.

¢(3) ELIGIBLE CAREGIVER.—

‘“(A) IN GENERAL.—A taxpayer shall be
treated as an eligible caregiver for any tax-
able year with respect to the following indi-
viduals:

‘(i) The taxpayer.

‘‘(i1) The taxpayer’s spouse.

‘(iii) An individual with respect to whom
the taxpayer is allowed a deduction under
section 151 for the taxable year.

“(iv) An individual who would be described
in clause (iii) for the taxable year if section
151(c)(1)(A) were applied by substituting for
the exemption amount an amount equal to
the sum of the exemption amount, the stand-
ard deduction under section 63(c)(2)(C), and
any additional standard deduction under sec-
tion 63(c)(3) which would be applicable to the
individual if clause (iii) applied.

“(v) An individual who would be described
in clause (iii) for the taxable year if—

‘() the requirements of clause (iv) are met
with respect to the individual, and
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“(IT) the requirements of subparagraph (B)
are met with respect to the individual in lieu
of the support test of section 152(a).

‘(B) RESIDENCY TEST.—The requirements
of this subparagraph are met if an individual
has as his principal place of abode the home
of the taxpayer and—

‘(i) in the case of an individual who is an
ancestor or descendant of the taxpayer or
the taxpayer’s spouse, is a member of the
taxpayer’s household for over half the tax-
able year, or

‘‘(ii) in the case of any other individual, is
a member of the taxpayer’s household for the
entire taxable year.

‘‘(C) SPECIAL RULES WHERE MORE THAN 1 ELI-
GIBLE CAREGIVER.—

‘(i) IN GENERAL.—If more than 1 individual
is an eligible caregiver with respect to the
same applicable individual for taxable years
ending with or within the same calendar
year, a taxpayer shall be treated as the eligi-
ble caregiver if each such individual (other
than the taxpayer) files a written declara-
tion (in such form and manner as the Sec-
retary may prescribe) that such individual
will not claim such applicable individual for
the credit under this section.

‘“(ii) No AGREEMENT.—If each individual re-
quired under clause (i) to file a written dec-
laration under clause (i) does not do so, the
individual with the highest modified ad-
justed gross income (as defined in section
32(c)(b)) shall be treated as the eligible care-
giver.

¢(iii) MARRIED INDIVIDUALS FILING SEPA-
RATELY.—In the case of married individuals
filing separately, the determination under
this subparagraph as to whether the husband
or wife is the eligible caregiver shall be made
under the rules of clause (ii) (whether or not
one of them has filed a written declaration
under clause (i)).”.

(c) IDENTIFICATION REQUIREMENTS.—

(1) IN GENERAL.—Section 24(e) is amended
by adding at the end the following new sen-
tence: ‘“‘No credit shall be allowed under this
section to a taxpayer with respect to any ap-
plicable individual unless the taxpayer in-
cludes the name and taxpayer identification
number of such individual, and the identi-
fication number of the physician certifying
such individual, on the return of tax for the
taxable year.”.

(2) ASSESSMENT.—Section 6213(g)(2)(I) is
amended—

(A) by inserting ‘‘or physician identifica-
tion” after ‘‘correct TIN”’, and

(B) by striking ‘‘child” and inserting ‘‘fam-
ily care’.

(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 2001.

TITLE VI—TAX RELIEF FOR WORKING
FAMILIES

INCREASED EARNED INCOME TAX
CREDIT FOR 2 OR MORE QUALI-
FYING CHILDREN.

SEC. 601.

(a) IN
32()(1)(A)
amended—

(1) in the second item—

(A) by striking ‘‘or more’’, and

(B) by striking ‘21.06” and
¢19.06”’, and

(2) by inserting after the second item the
following new item:

GENERAL.—The table in section
(relating to ©percentages) is

inserting

¢3 or more qualifying children 45 19.06”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.
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SEC. 602. SIMPLIFICATION OF DEFINITION
EARNED INCOME.

(a) IN GENERAL.—Section 32(c)(2)(A)(1) (de-
fining earned income) is amended by insert-
ing *, but only if such amounts are includ-
ible in gross income for the taxable year”
after ‘‘other employee compensation’.

(b) CONFORMING  AMENDMENT.—Section
32(c)(2)(B) is amended by striking ‘‘and” at
the end of clause (iv), by striking the period
at the end of clause (v) and inserting ‘¢, and”’,
and by adding at the end the following new
clause:
“(vi) the requirement under subparagraph
(A)(1) that an amount be includible in gross
income shall not apply if such amount is ex-
empt from tax under section 7873 or is de-
rived directly from restricted and allotted
land under the Act of February 8, 1887 (com-
monly known as the Indian General Allot-
ment Act) (256 U.S.C. 331 et seq.) or from land
held under Acts or treaties containing an ex-
ception provision similar to the Indian Gen-
eral Allotment Act.”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to amounts
received in taxable years beginning after De-
cember 31, 2001.

SEC. 603. SIMPLIFICATION OF DEFINITION
CHILD DEPENDENT.

(a) REMOVAL OF SUPPORT TEST FOR CERTAIN
INDIVIDUALS.—Section 152(a) (relating to def-
inition of dependent) is amended to read as
follows:

‘‘(a) GENERAL DEFINITION.—For purposes of
this subtitle—

‘(1) DEPENDENT.—The term
means—

‘“(A) any individual described in paragraph
(2) over half of whose support, for the cal-
endar year in which the taxable year of the
taxpayer begins, was received from the tax-
payer (or is treated under subsection (c) as
received from the taxpayer), or

‘(B) any individual described in subsection
®.
‘(2) INDIVIDUALS.—An individual is de-
scribed in this paragraph if such individual
is—

“‘(A) a brother, sister, stepbrother, or step-
sister of the taxpayer,

‘(B) the father or mother of the taxpayer,
or an ancestor of either,

‘“(C) a stepfather or stepmother of the tax-
payer,

‘(D) a son or daughter of a brother or sis-
ter of the taxpayer,

‘““(E) a brother or sister of the father or
mother of the taxpayer,

‘“(F) a son-in-law, daughter-in-law, father-
in-law, mother-in-law, brother-in-law, or sis-
ter-in-law of the taxpayer, or

‘“(G) an individual (other than an indi-
vidual who at any time during the taxable
year was the spouse, determined without re-
gard to section 7703, of the taxpayer) who, for
the taxable year of the taxpayer, has as their
principal place of abode the home of the tax-
payer and is a member of the taxpayer’s
household.”.

(b) OTHER MODIFICATIONS.—Section 152 is
amended by adding at the end the following
new subsection:

¢“(f) SUBSECTION (f) DEPENDENTS.—

‘(1) IN GENERAL.—An individual is de-
scribed in this subsection for the taxable
year if such individual—

““(A) bears a relationship to the taxpayer
described in paragraph (2),

‘‘(B) except in the case of an eligible foster
child or as provided in subsection (e), has the
same principal place of abode as the tax-
payer for more than one-half of such taxable
year, and

“(C)(i) has not attained the age of 19 at the
close of the calendar year in which the tax-
able year begins, or
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‘“(ii) is a student (within the meaning of
section 151(c)(4)) who has not attained the
age of 24 at the close of such calendar year.

“(2) RELATIONSHIP TEST.—An individual
bears a relationship to the taxpayer de-
scribed in this paragraph if such individual
is—

‘“(A) a son or daughter of the taxpayer, or
a descendant of either, or

‘“(B) a stepson or stepdaughter of the tax-
payer.

‘“(3) SPECIAL RULES.—

‘““(A) 2 OR MORE CLAIMING DEPENDENT.—EX-
cept as provided in subparagraph (B), if an
individual may be claimed as a dependent by
2 or more taxpayers (but for this subpara-
graph) for a taxable year beginning in the
same calendar year, only the taxpayer with
the highest adjusted gross income for such
taxable year shall be allowed the deduction
with respect to such individual.

“(B) RELEASE OF CLAIM TO EXEMPTION.—
Subparagraph (A) shall not apply with re-
spect to an individual if—

‘(i) the taxpayer with the highest adjusted
gross income under subparagraph (A), for
any calendar year signs a written declara-
tion (in such manner and form as the Sec-
retary may by regulations prescribe) that
such taxpayer will not claim such individual
as a dependent for any taxable year begin-
ning in such calendar year,

‘‘(i1) the other taxpayer provides over half
of such individual’s support for the calendar
year in which the taxable year of such other
taxpayer begins, and

‘(iii) such other taxpayer attaches such
written declaration to such taxpayer’s re-
turn for the taxable year beginning during
such calendar year.”.

(c) RULES RELATING TO FOSTER CHILD.—
Section 1562(b)(2) (relating to rules relating to
general definition) is amended by striking ‘“‘a
foster child” and all that follows through
‘“‘individual)” and inserting ‘‘an eligible fos-
ter child (as defined in section 32(c)(3)(B)(iii))
of an individual’’.

(d) EXEMPTION FROM GROSS INCOME TEST.—
Section 151(c)(3) (relating to definition of
child) is amended by striking ‘‘or step-
daughter” and inserting ‘‘stepdaughter, or a
descendant of such individual”’.

(e) WAIVER OF DEDUCTION FOR DIVORCED
PARENTS.—

(1) IN GENERAL.—So0 much of section 152(e)
as precedes paragraph (4) (relating to support
test in case of child of divorced parents, etc.)
is amended to read as follows:

‘‘(e) SPECIAL RULES FOR CHILD OF DIVORCED
PARENTS.—

‘(1) RELEASE OF CLAIM TO EXEMPTION.—In
the case of a child (as defined in section
151(c)(3)) of parents—

““(A) who are divorced or legally separated
under a decree of divorce or separate mainte-
nance,

‘“(B) who are separated under a written
separation agreement, or

‘“(C) who live apart at all times during the
last 6 months of the calendar year,

the custodial parent who is entitled to the
deduction under section 151 for a taxable
yvear with respect to such child may release
such deduction to the noncustodial parent.

‘“(2) PROCEDURE.—The noncustodial parent
may claim a child described in paragraph (1)
as a dependent for the taxable year if—

““(A) the custodial parent signs a written
declaration (in such manner and form as the
Secretary may by regulations prescribe) that
such custodial parent will not claim such
child as a dependent for any taxable year be-
ginning in such calendar year,

‘“(B) the custodial parent and the non-
custodial parent provide over half of such
child’s support for the calendar year in
which the taxable years of such parents
begin, and
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‘(C) the noncustodial parent attaches such
written declaration to such noncustodial
parent’s return for the taxable year begin-
ning during such calendar year.

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

““(A) CUSTODIAL PARENT.—The term ‘custo-
dial parent’ means, with regard to an indi-
vidual, a parent who has custody of such in-
dividual for a greater portion of the calendar
year than the noncustodial parent.

‘‘(B) NONCUSTODIAL PARENT.—The term
‘noncustodial parent’ means the parent who
is not the custodial parent.”.

(2) PRE-1985 INSTRUMENTS.—Section
152(e)(4)(A) is amended by striking ‘A child”
and all that follows through ‘‘noncustodial
parent’” and inserting ‘‘A noncustodial par-
ent described in paragraph (1) shall be enti-
tled to the deduction under section 151 for a
taxable year with respect to a child if”’.

(f) CONFORMING AMENDMENTS.—

(1) Section 1(g)(5)(A) is amended by insert-
ing ‘“‘as in effect on the day before the date
of the enactment of the Working Family Tax
Relief Act of 2001 after ‘‘152(e)”’.

(2) Section 2(b)(1)(A)({i) is amended by
striking ‘‘paragraph (2) or (4) of”’.

(3) Section 2(b)(3)(B)({1) is amended by
striking ‘‘paragraph (9)” and inserting
“paragraph (2)(G)”.

(4) Section 21(e)(5)(A) is amended by strik-
ing ‘“‘paragraph (2) or (4) of”’.

(5) Section 21(e)(5) is amended in the mat-
ter following subclause (B) by inserting ‘‘as
in effect on the day before the date of the en-
actment of the Working Family Tax Relief
Act of 2001 after <“152(e)(1)”’.

(6) Section 32(c)(1)(G) is amended by strik-
ing “(3)(D).” and inserting ‘‘(1)(C). An indi-
vidual whose qualifying child or qualifying
children are not taken into account under
subsection (b) solely by reason of paragraph
(3)(D) shall be treated as an eligible indi-
vidual if such individual otherwise meets the
requirements of subparagraph (A)(ii).”.

(7) Section 32(c)(3)(B)(ii) is amended by
striking ‘‘paragraph (2) or (4) of”’.

(8) Section 51(i)(1)(C) is amended by strik-
ing ““152(a)(9)” and inserting ‘‘152(a)(2)(G)”’.

(9) Section 1562(b) is amended by striking
‘“‘specified in subsection (a)”’ and inserting
‘“‘specified in subsection (a)(2) or (£)(2)".

(10) Section 152(c) is amended by striking
‘“(a)” and inserting ‘“‘(a)(1)”.

(11) Section 7703(b)(1) is amended by strik-
ing ‘‘paragraph (2) or (4) of”’.

(12) The following provisions of are each
amended by striking ‘‘paragraphs (1) through
(8) of section 152(a)’’ and inserting ‘‘subpara-
graphs (A) through (F) of subsection (a)(2) or
subsection (f)(2) of section 152°*:

(A) Section 170(g)(3).

(B) Subparagraphs (A) and (B) of section
51(1)(1).

(C) The
213(d)(11).

(D) Section 529(e)(2)(B).

(E) Section 7T702B(f)(2)(C)(iii).

(g) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

SEC. 604. OTHER MODIFICATIONS TO EARNED IN-
COME TAX CREDIT.

(a) MODIFICATION OF JOINT RETURN RE-
QUIREMENT.—Subsection (d) of section 32 is
amended to read as follows:

¢“(d) MARRIED INDIVIDUALS.—

‘(1) IN GENERAL.—If the taxpayer is mar-
ried at the close of the taxable year, the
credit shall be allowed under subsection (a)
only if the taxpayer and his spouse file a
joint return for the taxable year.

‘(2) MARITAL STATUS.—For purposes of
paragraph (1), an individual legally sepa-
rated from his spouse under a decree of di-
vorce or of separate maintenance shall not
be considered as married.

second sentence of section
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‘(3) CERTAIN MARRIED INDIVIDUALS LIVING
APART.—For purposes of paragraph (1), if—

‘“(A) an individual —

‘(i) is married and files a separate return,
and

‘‘(ii) has a qualifying child who is a son,
daughter, stepson, or stepdaughter of such
individual, and

‘(B) during the last 6 months of such tax-
able year, such individual and such individ-
ual’s spouse do not have the same principal
place of abode,

such individual shall not be considered as
married.”.

(b) MODIFICATION OF RULE WHERE THERE
ARE 2 OR MORE ELIGIBLE INDIVIDUALS.—Sub-
paragraph (C) of section 32(c)(1) is amended
to read as follows:

¢“(C) 2 OR MORE ELIGIBLE INDIVIDUALS.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), if 2 or more individuals would
(but for this subparagraph and after applica-
tion of subparagraph (B)) be treated as eligi-
ble individuals with respect to the same
qualifying child for taxable years beginning
in the same calendar year, only the indi-
vidual with the highest modified adjusted
gross income for such taxable years shall be
treated as an eligible individual with respect
to such qualifying child.

¢(ii) EXCEPTION FOR CERTAIN PARENTS.—An
otherwise eligible individual who is not
treated under clause (i) as the only eligible
individual with respect to any qualifying
child shall be treated as an eligible indi-
vidual with respect to such child if—

‘(I) such child is the son, daughter, step-
son, or stepdaughter of such individual,

“(IT) such child is not taken into account
under subsection (b) by any other individual,
and
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“(III) the limitation under subsection (a)(2)
for the individual who would (but for this
clause) be treated under clause (i) as the
only eligible individual with respect to such
child would be greater than zero (determined
as if such individual had 2 qualifying chil-
dren).”.

(c) EXPANSION OF MATHEMATICAL ERROR
AUTHORITY.—Paragraph (2) of section 6213(g)
is amended by striking ‘‘and’ at the end of
subparagraph (K), by striking the period at
the end of subparagraph (L) and inserting
and”, and by inserting after subparagraph
(L) the following new subparagraph:

‘(M) the entry on the return claiming the
credit under section 32 with respect to a
child if, according to the Federal Case Reg-
istry of Child Support Orders established
under section 453(h) of the Social Security
Act, the taxpayer is a noncustodial parent of
such child.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

TITLE VII—TAX RELIEF FOR SELF-
EMPLOYED INDIVIDUALS
SEC. 701. DEDUCTION FOR HEALTH INSURANCE
COSTS OF SELF-EMPLOYED INDIVID-
UALS INCREASED.

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

(1) ALLOWANCE OF DEDUCTION.—In the case
of an individual who is an employee within
the meaning of section 401(c)(1), there shall
be allowed as a deduction under this section
an amount equal to the amount paid during
the taxable year for insurance which con-
stitutes medical care for the taxpayer, the
taxpayer’s spouse, and dependents.”’.
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(b) CLARIFICATION OF LIMITATIONS ON OTHER
COVERAGE.—The first sentence of section
162(1)(2)(B) is amended to read as follows:
“Paragraph (1) shall not apply to any tax-
payer for any calendar month for which the
taxpayer participates in any subsidized
health plan maintained by any employer
(other than an employer described in section
401(c)(4)) of the taxpayer or the spouse of the
taxpayer.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2000.

TITLE VIII—TAX RELIEF FOR EXPANDING
PENSION AVAILABILITY

SEC. 801. NONREFUNDABLE CREDIT TO CERTAIN
INDIVIDUALS FOR ELECTIVE DEFER-
RALS AND IRA CONTRIBUTIONS.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 302(a), is amended by inserting after
section 256B the following new section:

“SEC. 25C. ELECTIVE DEFERRALS AND IRA CON-
TRIBUTIONS BY CERTAIN INDIVID-
UALS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an eligible individual, there shall be allowed
as a credit against the tax imposed by this
subtitle for the taxable year an amount
equal to the applicable percentage of so
much of the qualified retirement savings
contributions of the eligible individual for
the taxable year as do not exceed $2,000.

‘“(b) APPLICABLE PERCENTAGE.—For pur-
poses of this section, the applicable percent-
age is the percentage determined in accord-
ance with the following table:

Adjusted Gross Income

Joint return

Head of a household

All other cases Applicable percentage

Over Not over Over Not over Over Not over
$0 $35,000 $0 $26,250 $0 $17,500 50
35,000 40,000 26,250 30,000 17,500 20,000 40
40,000 45,000 30,000 33,750 20,000 22,500 30
45,000 50,000 33,750 37,500 22,500 25,000 15

‘‘(¢c) ELIGIBLE INDIVIDUAL.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible indi-
vidual’ means any individual if such indi-
vidual has attained the age of 18 as of the
close of the taxable year.

‘“(2) DEPENDENTS AND FULL-TIME STUDENTS
NOT ELIGIBLE.—The term ‘eligible individual’
shall not include—

““(A) any individual with respect to whom
a deduction under section 151 is allowed to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins, and

‘(B) any individual who is a student (as de-
fined in section 151(c)(4)).

“(d) QUALIFIED RETIREMENT SAVINGS CON-
TRIBUTIONS.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified re-
tirement savings contributions’ means, with
respect to any taxable year, the sum of—

‘““(A) the amount of the qualified retire-
ment contributions (as defined in section
219(e)) made by the eligible individual,

“(B) the amount of—

‘(i) any elective deferrals (as defined in
section 402(g)(3)) of such individual, and

‘‘(ii) any elective deferral of compensation
by such individual under an eligible deferred
compensation plan (as defined in section
457(b)) of an eligible employer described in
section 457(e)(1)(A), and

‘(C) the amount of voluntary employee
contributions by such individual to any
qualified retirement plan (as defined in sec-
tion 4974(c)).

‘(2) REDUCTION FOR CERTAIN DISTRIBU-
TIONS.—

‘“(A) IN GENERAL.—The qualified retire-
ment savings contributions determined
under paragraph (1) shall be reduced (but not
below zero) by the sum of—

‘(i) any distribution from a qualified re-
tirement plan (as defined in section 4974(c)),
or from an eligible deferred compensation
plan (as defined in section 457(b)), received
by the individual during the testing period
which is includible in gross income, and

‘“(i1) any distribution from a Roth IRA re-
ceived by the individual during the testing
period which is not a qualified rollover con-
tribution (as defined in section 408A(e)) to a
Roth IRA.

‘(B) TESTING PERIOD.—For purposes of sub-
paragraph (A), the testing period, with re-
spect to a taxable year, is the period which
includes—

‘(i) such taxable year,

‘‘(i1) the 2 preceding taxable years, and

‘(iii) the period after such taxable year
and before the due date (including exten-
sions) for filing the return of tax for such
taxable year.

¢(C) EXCEPTED DISTRIBUTIONS.—There shall
not be taken into account under subpara-
graph (A)—

‘(i) any distribution referred to in section
72(p), 401(k)(8), 401(m)(6), 402(2)(2), 404(k), or
408(d)(4), and

‘(ii) any distribution to which section
408A(d)(3) applies.

‘(D) TREATMENT OF DISTRIBUTIONS RE-
CEIVED BY SPOUSE OF INDIVIDUAL.—For pur-
poses of determining distributions received
by an individual under subparagraph (A) for
any taxable year, any distribution received
by the spouse of such individual shall be
treated as received by such individual if such
individual and spouse file a joint return for
such taxable year and for the taxable year
during which the spouse receives the dis-
tribution.

‘‘(e) ADJUSTED GROSS INCOME.—For pur-
poses of this section, adjusted gross income
shall be determined without regard to sec-
tions 911, 931, and 933.

“(f) INVESTMENT IN THE CONTRACT.—Not-
withstanding any other provision of law, a
qualified retirement savings contribution
shall not fail to be included in determining
the investment in the contract for purposes
of section 72 by reason of the credit under
this section.”.

(b) CREDIT ALLOWED AGAINST REGULAR TAX
AND ALTERNATIVE MINIMUM TAX.—
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(1) IN GENERAL.—Subsection (a) of section
26 is amended by inserting ‘‘(other than the
credit allowed by section 25C)”’ after ‘‘credits
allowed by this subpart’.

(2) CONFORMING AMENDMENT.—Section 25C,
as added by subsection (a), is amended by in-
serting after subsection (f) the following new
subsection:

‘(g) LIMITATION BASED ON AMOUNT OF
TAX.—The aggregate credit allowed by this
section for the taxable year shall not exceed
the sum of—

‘(1) the taxpayer’s regular tax liability for
the taxable year reduced by the sum of the
credits allowed by sections 21, 22, 23, 24, 25,
25A, and 25B, plus

‘“(2) the tax imposed by section 55 for such
taxable year.”.

(c) ANNUAL REPORT.—The Comptroller
General of the United States shall submit a
report annually to the Committee on Ways
and Means of the House of Representatives
and the Committee on Finance of the Senate
regarding the number of taxpayers receiving
the credit allowed under section 25C of the
Internal Revenue Code of 1986, as added by
subsection (a).

(d) CONFORMING AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 302(b), is amended by inserting after the
item relating to section 25B the following
new item:

“Sec. 25C. Elective deferrals and IRA con-
tributions by certain individ-
uals.”.

(e) EFFECTIVE DATES.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

SEC. 802. CREDIT FOR QUALIFIED PENSION PLAN
CONTRIBUTIONS OF SMALL EM-
PLOYERS.

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

“SEC. 45F. SMALL EMPLOYER PENSION
CONTRIBUTIONS.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan contribu-
tion credit determined under this section for
any taxable year is an amount equal to 50
percent of the amount which would (but for
subsection (f)(1)) be allowed as a deduction
under section 404 for such taxable year for
qualified employer contributions made to
any qualified retirement plan on behalf of
any employee who is not a highly com-
pensated employee.

‘“(b) CREDIT LIMITED TO 3 YEARS.—The
credit allowable by this section shall be al-
lowed only with respect to the period of 3
taxable years beginning with the first tax-
able year for which a credit is allowable with
respect to a plan under this section.

“(c) QUALIFIED EMPLOYER CONTRIBUTION.—
For purposes of this section—

‘(1) DEFINED CONTRIBUTION PLANS.—In the
case of a defined contribution plan, the term
‘qualified employer contribution’ means the
amount of nonelective and matching con-
tributions to the plan made by the employer
on behalf of any employee who is not a high-
ly compensated employee to the extent such
amount does not exceed 3 percent of such
employee’s compensation from the employer
for the year.

‘(2) DEFINED BENEFIT PLANS.—In the case
of a defined benefit plan, the term ‘qualified
employer contribution’ means the amount of
employer contributions to the plan made on
behalf of any employee who is not a highly
compensated employee to the extent that
the accrued benefit of such employee derived
from employer contributions for the year
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does not exceed the equivalent (as deter-
mined under regulations prescribed by the
Secretary and without regard to contribu-
tions and benefits under the Social Security
Act) of 3 percent of such employee’s com-
pensation from the employer for the year.

“(d) QUALIFIED RETIREMENT PLAN.—

‘(1) IN GENERAL.—The term ‘qualified re-
tirement plan’ means any plan described in
section 401(a) which includes a trust exempt
from tax under section 501(a) if the plan
meets—

‘““(A) the contribution requirements of
paragraph (2),

‘“(B) the vesting requirements of paragraph
(3), and

“(C) the distributions requirements of
paragraph (4).

¢‘(2) CONTRIBUTION REQUIREMENTS.—

‘“(A) IN GENERAL.—The requirements of
this paragraph are met if, under the plan—

‘(1) the employer is required to make non-
elective contributions of at least 1 percent of
compensation (or the equivalent thereof in
the case of a defined benefit plan) for each
employee who is not a highly compensated
employee who is eligible to participate in
the plan, and

‘“(ii) allocations of nonelective employer
contributions are either in equal dollar
amounts for all employees covered by the
plan or bear a uniform relationship to the
total compensation, or the basic or regular
rate of compensation, of the employees cov-
ered by the plan.

¢“(B) COMPENSATION LIMITATION.—The com-
pensation taken into account under subpara-
graph (A) for any year shall not exceed the
limitation in effect for such year under sec-
tion 401(a)(17).

‘“(3) VESTING REQUIREMENTS.—The require-
ments of this paragraph are met if the plan
satisfies the requirements of subparagraph
(A) or (B).

‘“(A) 3-YEAR VESTING.—A plan satisfies the
requirements of this subparagraph if an em-
ployee who has completed at least 3 years of
service has a nonforfeitable right to 100 per-
cent of the employee’s accrued benefit de-
rived from employer contributions.

“(B) 5-YEAR GRADED VESTING.—A plan satis-
fies the requirements of this subparagraph if
an employee has a nonforfeitable right to a
percentage of the employee’s accrued benefit
derived from employer contributions deter-
mined under the following table:

The nonforfeitable
“Years of service: percentage is:
...................................................... 20

Q1 O DN

................................................ 100.

‘“(4) DISTRIBUTION REQUIREMENTS.—In the
case of a profit-sharing or stock bonus plan,
the requirements of this paragraph are met
if, under the plan, qualified employer con-
tributions are distributable only as provided
in section 401(k)(2)(B).

‘“(e) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) ELIGIBLE EMPLOYER.—

‘“(A) IN GENERAL.—The term ‘eligible em-
ployer’ means, with respect to any year, an
employer which has no more than 50 employ-
ees who received at least $5,000 of compensa-
tion from the employer for the preceding
year.

‘(B) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
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ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘(2) HIGHLY COMPENSATED EMPLOYEE.—The
term ‘highly compensated employee’ has the
meaning given such term by section 414(q)
(determined without regard to section
414(q)()(B)(ii)).

“(f) SPECIAL RULES.—

(1) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of
the qualified employer contributions paid or
incurred for the taxable year which is equal
to the credit determined under subsection
(a).

‘(2) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
taxable year if such taxpayer elects to have
this section not apply for such taxable year.

‘“(3) AGGREGATION RULES.—AIl persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

‘(g) RECAPTURE OF CREDIT ON FORFEITED
CONTRIBUTIONS.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), if any accrued benefit which is
forfeitable by reason of subsection (d)(3) is
forfeited, the employer’s tax imposed by this
chapter for the taxable year in which the for-
feiture occurs shall be increased by 35 per-
cent of the employer contributions from
which such benefit is derived to the extent
such contributions were taken into account
in determining the credit under this section.

‘(2) REALLOCATED CONTRIBUTIONS.—Para-
graph (1) shall not apply to any contribution
which is reallocated by the employer under
the plan to employees who are not highly
compensated employees.”’.

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit), as amended by
section 411(b)(1), is amended by striking
“plus’ at the end of paragraph (13), by strik-
ing the period at the end of paragraph (14)
and inserting ¢, plus’’, and by adding at the
end the following new paragraph:

‘(15) in the case of an eligible employer (as
defined in section 45F(e)), the small em-
ployer pension plan contribution credit de-
termined under section 456F(a).”.

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d), as amended by section
411(b)(2), is amended by adding at the end the
following new paragraph:

“(11) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN CONTRIBUTION CREDIT BEFORE
JANUARY 1, 2002.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan contribution credit determined under
section 45F may be carried back to a taxable
year beginning before January 1, 2002.”°.

(2) Subsection (c) of section 196, as amend-
ed by section 411(b)(3), is amended by strik-
ing ‘“‘and” at the end of paragraph (9), by
striking the period at the end of paragraph
(10) and inserting ‘‘, and’’, and by adding at
the end the following new paragraph:

‘(11) the small employer pension plan con-
tribution credit determined under section
45F(a).”.

(3) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by section 411(b)(4), is amended by
adding at the end the following new item:

‘“Sec. 45F. Small employer pension plan con-
tributions.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions paid or incurred in taxable years begin-
ning after December 31, 2001.
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SEC. 803. CREDIT FOR PENSION PLAN STARTUP
COSTS OF SMALL EMPLOYERS.

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

“SEC. 45G. SMALL EMPLOYER PENSION
STARTUP COSTS.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan startup cost
credit determined under this section for any
taxable year is an amount equal to 50 per-
cent of the qualified startup costs paid or in-
curred by the taxpayer during the taxable
year.

‘“(b) DOLLAR LIMITATION.—The amount of
the credit determined under this section for
any taxable year shall not exceed—

‘(1) $500 for the first credit year and each
of the 2 taxable years immediately following
the first credit year, and

‘“(2) zero for any other taxable year.

‘‘(c) ELIGIBLE EMPLOYER.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible em-
ployer’ has the meaning given such term by
section 408(p)(2)(C)(1).

‘(2) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘‘(d) OTHER DEFINITIONS.—For purposes of
this section—

(1) QUALIFIED STARTUP COSTS.—

‘““(A) IN GENERAL.—The term ‘qualified
startup costs’ means any ordinary and nec-
essary expenses of an eligible employer
which are paid or incurred in connection
with—

‘(i) the establishment or administration of
an eligible employer plan, or

‘‘(ii) the retirement-related education of
employees with respect to such plan.

“(B) PLAN MUST HAVE AT LEAST 1 PARTICI-
PANT.—Such term shall not include any ex-
pense in connection with a plan that does
not have at least 1 employee eligible to par-
ticipate who is not a highly compensated
employee.

‘(2) ELIGIBLE EMPLOYER PLAN.—The term
‘eligible employer plan’ means a qualified
employer plan within the meaning of section
4972(d).

‘“(3) FIRST CREDIT YEAR.—The term ‘first
credit year’ means—

‘“(A) the taxable year which includes the
date that the eligible employer plan to which
such costs relate becomes effective, or

‘“(B) at the election of the eligible em-
ployer, the taxable year preceding the tax-
able year referred to in subparagraph (A).

‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

‘“(2) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of
the qualified startup costs paid or incurred
for the taxable year which is equal to the
credit determined under subsection (a).

‘(3) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
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taxable year if such taxpayer elects to have
this section not apply for such taxable
year.”.

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit), as amended by
section 802(b), is amended by striking ‘‘plus’
at the end of paragraph (14), by striking the
period at the end of paragraph (15) and in-
serting ‘, plus”’, and by adding at the end the
following new paragraph:

‘“(16) in the case of an eligible employer (as
defined in section 45G(c)), the small em-
ployer pension plan startup cost credit deter-
mined under section 45G(a).”.

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d), as amended by section
802(c)(1), is amended by adding at the end the
following new paragraph:

€(12) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN STARTUP COST CREDIT BEFORE
JANUARY 1, 2002.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan startup cost credit determined under
section 45G may be carried back to a taxable
year beginning before January 1, 2002.”".

(2) Subsection (c¢) of section 196, as amend-
ed by section 802(c)(2), is amended by strik-
ing ‘“‘and” at the end of paragraph (10), by
striking the period at the end of paragraph
(11) and inserting ‘‘, and’’, and by adding at
the end the following new paragraph:

‘“(12) the small employer pension plan
startup cost credit determined under section
45G(a).”.

(3) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by section 802(c)(3), is amended by
adding at the end the following new item:

‘‘Sec. 45G. Small employer pension plan
startup costs.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31, 2001, with respect to
qualified employer plans established after
such date.

TITLE IX—TAX RELIEF FOR ADOPTIVE

PARENTS
SEC. 901. EXPANSION OF ADOPTION CREDIT.

(a) IN GENERAL.—

(1) ADOPTION CREDIT.—Section 23(a)(1) (re-
lating to allowance of credit) is amended to
read as follows:

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a credit
against the tax imposed by this chapter—

‘“(A) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘“(B) in the case of an adoption of a child
with special needs, $10,000.”.

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(a) (relating to adoption assistance
programs) is amended to read as follows:

‘“(a) IN GENERAL.—Gross income of an em-
ployee does not include amounts paid or ex-
penses incurred by the employer for adoption
expenses in connection with the adoption of
a child by an employee if such amounts are
furnished purusant to an adoption assistance
program. The amount of the exclusion shall
be—

‘(1) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘“(2) in the case of an adoption of a child
with special needs, $10,000.”.

(b) DOLLAR LIMITATIONS.—

(1) DOLLAR AMOUNT OF ALLOWED EX-
PENSES.—

(A) ADOPTION EXPENSES.—Section 23(b)(1)
(relating to allowance of credit) is amend-
ed—
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(i) by striking $5,000 and
°$10,000"’,

(ii) by striking ‘‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)(A)”’.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(1) (relating to dollar limitations
for adoption assistance programs) is amend-
ed—

(i) by striking
‘$10,000’, and

(ii) by striking ‘‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)”.

(2) PHASE-OUT LIMITATION.—

(A) ADOPTION EXPENSES.—Clause (i) of sec-
tion 23(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘‘$150,000"°.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘“$150,000"’.

(c) YEAR CREDIT ALLOWED.—Section 23(a)(2)
is amended by adding at the end the fol-
lowing new flush sentence:

“In the case of the adoption of a child with
special needs, the credit allowed under para-
graph (1) shall be allowed for the taxable
year in which the adoption becomes final.”.

(d) REPEAL OF SUNSET PROVISIONS.—

(1) CHILDREN WITHOUT SPECIAL NEEDS.—
Paragraph (2) of section 23(d) (relating to
definition of eligible child) is amended to
read as follows:

‘(2) ELIGIBLE CHILD.—The term
child’ means any individual who—

‘“(A) has not attained age 18, or

‘(B) is physically or mentally incapable of
caring for himself.”.

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137 (relating to adoption assistance pro-
grams) is amended by striking subsection (f).

(e) ADJUSTMENT OF DOLLAR AND INCOME
LIMITATIONS FOR INFLATION.—

(1) ADOPTION CREDIT.—Section 23 is amend-
ed by redesignating subsection (h) as sub-
section (i) and by inserting after subsection
(g) the following new subsection:

““(h) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(1)(B) and paragraphs (1) and
(2)(A)(i) of subsection (b) shall be increased
by an amount equal to—

‘(1) such dollar amount, multiplied by

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

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137, as amended by subsection (d), is
amended by adding at the end the following
new subsection:

“(f) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(2) and paragraphs (1) and
(2)(A) of subsection (b) shall be increased by
an amount equal to—

‘(1) such dollar amount, multiplied by

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

(f) LIMITATION BASED ON AMOUNT OF TAX.—

(1) IN GENERAL.—Subsection (c) of section
23 is amended by striking ‘‘the limitation
imposed” and all that follows through
¢1400C)”’ and inserting ‘‘the applicable tax
limitation”.

inserting

€“$5,000 and inserting

‘eligible
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(2) APPLICABLE TAX LIMITATION.—Sub-
section (d) of section 23 is amended by adding
at the end the following new paragraph:

‘“(4) APPLICABLE TAX LIMITATION.—The
term ‘applicable tax limitation’ means the
sum of—

‘‘(A) the taxpayer’s regular tax liability for
the taxable year, reduced (but not below
zero) by the sum of the credits allowed by
sections 21, 22, 24 (other than the amount of
the increase under subsection (d) thereof), 25,
and 25A, and

‘(B) the tax imposed by section 55 for such
taxable year.”.

(3) CONFORMING AMENDMENTS.—

(A) Subsection (a) of section 26 (relating to
limitation based on amount of tax) is amend-
ed by inserting ‘‘(other than section 23)”
after ‘‘allowed by this subpart’.

(B) Paragraph (1) of section 53(b) (relating
to minimum tax credit) is amended by in-
serting ‘‘reduced by the aggregate amount
taken into account under section 23(d)(3)(B)
for all such prior taxable years,” after
1986,”’.

(g) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

By Mr. DASCHLE (for himself,
Mr. BAucUSs, Mr. GRAHAM, Mr.

KENNEDY, Mr. AKAKA, Mr.
BIDEN, Mr. BINGAMAN, Mrs.
BOXER, Mr. BYRD, Mrs.

CARNAHAN, Mr. CLELAND, Mrs.
CLINTON, Mr. CORZINE, Mr. DAY-
TON, Mr. DoDD, Mr. DORGAN,
Mr. DURBIN, Mr. HOLLINGS, Mr.
INOUYE, Mr. JOHNSON, Mr.
KERRY, Mr. LEAHY, Mr. LEVIN,
Mrs. LINCOLN, Ms. MIKULSKI,
Mrs. MURRAY, Mr. NELSON of
Florida, Mr. REED, Mr. REID,
Mr. ROCKEFELLER, Mr. SAR-
BANES and, Mr. SCHUMER):

S. 10. A bill to amend title XVIII of
the Social Security Act to provide cov-
erage of outpatient prescription drugs
under the Medicare Program; to the
Committee on Finance.

MEDICARE PRESCRIPTION DRUG COVERAGE ACT
OF 2001

Mr. BAUCUS. Mr. President, today I
introduce legislation, along with Sen-
ator DASCHLE and our colleagues, to es-
tablish a universal prescription drug
benefit program in Medicare. I am
pleased to be part of this effort, be-
cause I believe Congress should enact a
drug benefit this year. The lack of cov-
erage for outpatient prescription drugs
in Medicare has become a glaring gap
in the program.

The practice of medicine has changed
dramatically since Medicare was cre-
ated in 1965. Today, more often than
not, a trip to the doctor results in a
trip to the pharmacy, to fill a prescrip-
tion as part of the therapy. In many
cases, prescription drugs allow patients
to avoid more expensive and invasive
therapies such as hospitalization and
surgery.

Our increasing reliance on pharma-
ceutical products has also fueled drug
spending. Pharmaceuticals are the
fastest growing segment of national
health expenditures. In 2000, national
drug spending increased by an esti-
mated 11 percent, compared with 7 per-
cent for physician services and 6 per-
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cent for hospital care. Since 1990, na-
tional spending for prescription drugs
has tripled.

And as the role and expense of pre-
scription drugs have grown, their ab-
sence from Medicare’s outpatient ben-
efit package has become increasingly
problematic for beneficiaries. An esti-
mated 35 percent of Medicare bene-
ficiaries currently lack coverage for
outpatient prescription drugs. But that
figure may understate the problem.
One study has shown that only about 50
percent of seniors have drug coverage
throughout the year, and for many who
do have coverage, it is often limited or
inadequate.

In my home state of Montana, Medi-
care beneficiaries are even less likely
to have coverage for prescription drugs
than those living in other parts of the
country. A National Economic Council
study that I requested last year showed
that rural Medicare beneficiaries are 50
percent less likely than their urban
counterparts to have prescription drug
coverage. And although rural Medicare
beneficiaries use 10 percent more pre-
scriptions than urban folks, they pay 25
percent more out-of-pocket for their
drugs.

These factors underscore the impor-
tance of this issue to folks back home.
I intend to work hard this year to pass
a Medicare drug bill for them and for
the millions of other Medicare bene-
ficiaries who lack coverage or are at
risk of losing the coverage they cur-
rently have. It is time for Congress to
act on this issue and pass legislation to
provide prescription drugs for Amer-
ica’s seniors.

The Medicare Prescription Drug Cov-
erage Act of 2001 is a good place to
start. This legislation builds on the ex-
cellent work of Senator GRAHAM and
other members of the Finance Com-
mittee, including Senators CONRAD,
JEFFORDS, and ROCKEFELLER. The ben-
efit is universal, it is part of the Medi-
care program, it includes a deductible,
and patient coinsurance decreases as
drug expenditures increase. The pro-
posal provides subsidies for low-income
seniors to help them with their pre-
miums and cost sharing. And the pro-
posal relies on private sector entities
to administer the benefit.

Let me add—by no means does this
legislation represent the end of the de-
bate. Rather, it represents a beginning,
a starting point. For example, the bill
does not address many of the elements
of Medicare reform that are currently
on the table and, quite frankly, should
be included. President Bush and others
have emphasized that a new drug ben-
efit must be added in the context of
overall Medicare reform. As Senator
BREAUX is fond of saying, a prescrip-
tion drug benefit is the dessert that we
get when we take the medicine of re-
form.

I expect that any prescription drug
legislation we pass, and the President
signs, will include provisions address-
ing solvency, competition, HCFA re-
form, and fee-for-service moderniza-
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tions. These are areas, in addition to
adding a drug benefit, where Medicare
could also be updated and improved,
and the bipartisan Medicare Commis-
sion has gone a long way toward put-
ting these issues on the national agen-
da.

I am encouraged that the new admin-
istration also recognizes that prescrip-
tion drugs is an important issue. Presi-
dent Bush campaigned on a promise to
address this issue early on, and I sin-
cerely appreciate that it is one of the
top priorities of the new administra-
tion. Likewise, I know that Senator
GRASSLEY also cares deeply about this
issue.

In closing, I want to reiterate that I
am committed to working with Sen-
ator GRASSLEY, with the other mem-
bers of the Finance Committee, and
with the new Administration to come
up with a compromise solution. It is
truly my hope that we can work to-
gether, build consensus, and forge com-
promise solutions on this issue. If we're
creative, and if we listen to each other,
I am confident that we can find bal-
anced and bipartisan solution.

S. 10

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 ‘‘Medicare Prescription Drug Coverage
Act of 2001”°.

(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. Medicare outpatient prescription

drug benefit program.

“PART D—OUTPATIENT PRESCRIPTION DRUG

BENEFIT PROGRAM
‘“Sec. 1860. Definitions.

“SUBPART 1—ESTABLISHMENT OF OUTPATIENT
PRESCRIPTION DRUG BENEFIT PROGRAM
‘“‘Sec. 1860A. Establishment of out-

patient prescription drug ben-
efit program.

““Sec. 1860B. Enrollment.

‘‘Sec. 1860C. Providing information to
beneficiaries.

““‘Sec. 1860D. Premiums.

‘‘Sec. 1860E. Cost-sharing.

‘‘Sec. 1860F. Selection of entities to pro-
vide outpatient drug benefit.

‘‘Sec. 1860G. Conditions for awarding
contract.

‘“Sec. 1860H. Payments.

‘““Sec. 1860I. Employer incentive program

for employment-based retiree
drug coverage.
‘“Sec. 1860J. Procedures for partial year
implementation.
‘“Sec. 1860K. Appropriations.
‘“‘SUBPART 2—MEDICARE PHARMACY AND
THERAPEUTICS (P&T) ADVISORY COMMITTEE
‘“Sec. 1860M. Medicare Pharmacy and
Therapeutics (P&T) Advisory
Committee.”.
Part D benefits
Medicare+Choice plans.
Exclusion of part D costs from deter-
mination of part B monthly
premium.
Additional assistance for low-income
beneficiaries.
Medigap revisions.
Comprehensive immunosuppressive
drug coverage for transplant
patients.

Sec. 4. under

Sec. 5.

Sec. 6.

Sec. T.
Sec. 8.
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Sec. 9. HHS studies and report to Congress
regarding outpatient prescrip-
tion drug benefit program.

Sec. 10. GAO study and biennial reports on
competition and savings.

Sec. 11. MedPAC study and annual reports
on the pharmaceutical market,
pharmacies, and beneficiary ac-
cess.

Sec. 12. Appropriations.

SEC. 2. FINDINGS.

Congress makes the following findings:

(1) Prescription drug coverage was not a
standard part of health insurance when the
medicare program under title XVIII of the
Social Security Act was enacted in 1965.
Since 1965, however, drug coverage has be-
come a key component of most private and
public health insurance coverage, except for
the medicare program.

(2) At least %3 of medicare beneficiaries
have unreliable, inadequate, or no drug cov-
erage at all.

(3) Seniors who do not have drug coverage
typically pay 15 percent more for prescrip-
tion drugs than individuals that have such
coverage pay for such drugs, and often pay 2
times the best available price for such drugs.

(4) Although many medicare beneficiaries
who lack prescription drug coverage have
low incomes, more than % of such bene-
ficiaries have incomes greater than 150 per-
cent of the poverty line.

(5) The number of private firms offering re-
tiree health coverage is declining.

(6) The premiums for medicare supple-
mental policies (medigap policies) that pro-
vide prescription drug coverage are too ex-
pensive for most medicare beneficiaries and
are highest for older senior citizens who need
prescription drug coverage the most and
typically have the lowest incomes.

(7) The management of a medicare pre-
scription drug benefit should mirror the
practices employed by private entities in de-
livering prescription drugs. Discounts should
be achieved through competition.

(8) All medicare beneficiaries should have
access to a voluntary, reliable, affordable
outpatient drug benefit as part of the medi-
care program that assists with the high cost
of prescription drugs and protects them
against excessive out-of-pocket costs.

(9) The addition of a medicare drug benefit
should be consistent with an overall plan to
strengthen and modernize the medicare pro-
gram.

SEC. 3. MEDICARE OUTPATIENT PRESCRIPTION

DRUG BENEFIT PROGRAM.

(a) ESTABLISHMENT.—Title XVIII of the So-
cial Security Act (42 U.S.C. 1395 et seq.) is
amended by redesignating part D as part E
and by inserting after part C the following
new part:

“PART D—OUTPATIENT PRESCRIPTION DRUG

BENEFIT PROGRAM
“DEFINITIONS

‘“SEC. 1860. In this part:

‘(1) COVERED OUTPATIENT DRUG.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘covered out-
patient drug’ means any of the following
products:

‘(i) A drug which may be dispensed only
upon prescription, and—

‘(I) which is approved for safety and effec-
tiveness as a prescription drug under section
505 of the Federal Food, Drug, and Cosmetic
Act;

‘“(II)(aa) which was commercially used or
sold in the United States before the date of
enactment of the Drug Amendments of 1962
or which is identical, similar, or related
(within the meaning of section 310.6(b)(1) of
title 21 of the Code of Federal Regulations)
to such a drug, and (bb) which has not been
the subject of a final determination by the

CONGRESSIONAL RECORD — SENATE

Secretary that it is a ‘new drug’ (within the
meaning of section 201(p) of the Federal
Food, Drug, and Cosmetic Act) or an action
brought by the Secretary under section 301,
302(a), or 304(a) of such Act to enforce section
502(f) or 505(a) of such Act; or

‘“(III)(aa) which is described in section
107(c)(3) of the Drug Amendments of 1962 and
for which the Secretary has determined
there is a compelling justification for its
medical need, or is identical, similar, or re-
lated (within the meaning of section
310.6(b)(1) of title 21 of the Code of Federal
Regulations) to such a drug, and (bb) for
which the Secretary has not issued a notice
of an opportunity for a hearing under section
505(e) of the Federal Food, Drug, and Cos-
metic Act on a proposed order of the Sec-
retary to withdraw approval of an applica-
tion for such drug under such section be-
cause the Secretary has determined that the
drug is less than effective for all conditions
of use prescribed, recommended, or sug-
gested in its labeling.

‘‘(i1) A biological product which—

‘(I) may only be dispensed upon prescrip-
tion;

“(IT) is licensed under section 351 of the
Public Health Service Act; and

‘“(ITII) is produced at an establishment li-
censed under such section to produce such
product.

‘“(iii) Insulin approved under appropriate
Federal law, including needles, syringes, and
disposable pumps for the administration of
such insulin.

‘(iv) A prescribed drug or biological prod-
uct that would meet the requirements of
clause (i) or (ii) but that it is available over-
the-counter in addition to being available
upon prescription.

‘(B) EXCLUSION.—The term ‘covered out-
patient drug’ does not include any product—

‘“(i) except as provided in subparagraph
(A)({v), which may be distributed to individ-
uals without a prescription;

‘“(ii) that is covered under part A or B (un-
less coverage of such product is not available
because benefits under part A or B have been
exhausted); or

‘“(iii) except for agents used to promote
smoking cessation, for which coverage may
be excluded or restricted under section
1927(d)(2).

¢(2) ELIGIBLE BENEFICIARY.—The term ‘eli-
gible beneficiary’ means an individual that
is entitled to benefits under part A or en-
rolled under part B.

‘“(3) ELIGIBLE ENTITY.—The term ‘eligible
entity’ means any entity that the Secretary
determines to be appropriate to provide eli-
gible beneficiaries with covered outpatient
drugs under a contract entered into under
this part, including—

‘“(A) a pharmacy benefit management com-
pany;

‘(B) a retail pharmacy delivery system;

‘“(C) a health plan or insurer;

‘(D) a State (through mechanisms estab-
lished under a State plan under title XIX);

‘‘(E) any other entity approved by the Sec-
retary; or

‘“(F) any combination of the entities de-
scribed in subparagraphs (A) through (E) if
the Secretary determines that such combina-
tion—

‘(i) increases the scope or efficiency of the
provision of benefits under this part; and

‘‘(ii) is not anticompetitive.

‘““‘SUBPART 1—ESTABLISHMENT OF OUTPATIENT
PRESCRIPTION DRUG BENEFIT PROGRAM
“ESTABLISHMENT OF OUTPATIENT
PRESCRIPTION DRUG BENEFIT PROGRAM

“SEC. 1860A. (a) PROVISION OF BENEFIT.—
Beginning on the date that is 1 year after the
date of enactment of this Act, the Secretary
shall provide for an outpatient prescription
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drug benefit program under which an eligible
beneficiary shall be provided covered out-
patient drugs.

“(b) VOLUNTARY NATURE OF PROGRAM.
Nothing in this part shall be construed as re-
quiring an eligible beneficiary to enroll in
the program established under this part.

‘‘(c) SCOPE OF BENEFITS.—The program es-
tablished under this part shall provide for
coverage of all therapeutic classes of covered
outpatient drugs.

‘(d) FINANCING.—The costs of providing
benefits under this part shall be payable
from the Federal Supplementary Medical In-
surance Trust Fund established under sec-
tion 1841.

““ENROLLMENT

‘““SEC. 1860B. (a) ENROLLMENT UNDER PART
D.—

(1) ESTABLISHMENT OF PROCESS.—

‘“‘(A) IN GENERAL.—The Secretary shall es-
tablish a process through which an eligible
beneficiary (including an eligible beneficiary
enrolled in a Medicare+Choice plan offered
by a Medicare+Choice organization) may
make an election to enroll under this part.
Such process shall be similar to the process
for enrollment in part B under section 1837.

‘(B) REQUIREMENT OF ENROLLMENT.—An el-
igible beneficiary must enroll under this
part in order to be eligible to receive covered
outpatient drugs under this title.

¢‘(2) ENROLLMENT PROCEDURES.—

““(A) LATE ENROLLMENT PENALTY.—

‘(i) IN GENERAL.—Subject to the suc-
ceeding provisions of this subparagraph, in
the case of an eligible beneficiary whose cov-
erage period under this part began pursuant
to an enrollment after the beneficiary’s ini-
tial enrollment period under part B (deter-
mined pursuant to section 1837(d)) and not
pursuant to the open enrollment period de-
scribed in subparagraph (B), the Secretary
shall establish procedures for increasing the
amount of the monthly premium under sec-
tion 1860D applicable to such beneficiary—

“(D by an amount that is equal to 10 per-
cent of such premium for each full 12-month
period (in the same continuous period of eli-
gibility) in which the eligible beneficiary
could have been enrolled under this part but
was not so enrolled; or

“(II) if determined appropriate by the Sec-
retary, by an amount that the Secretary de-
termines is actuarily sound for each such pe-
riod.

‘“(ii) PERIODS TAKEN INTO ACCOUNT.—For
purposes of calculating any 12-month period
under clause (i), there shall be taken into ac-
count—

“(I) the months which elapsed between the
close of the eligible beneficiary’s initial en-
rollment period and the close of the enroll-
ment period in which the beneficiary en-
rolled; and

“(IT) in the case of an eligible beneficiary
who reenrolls under this part, the months
which elapsed between the date of termi-
nation of a previous coverage period and the
close of the enrollment period in which the
beneficiary reenrolled.

¢‘(iii) PERIODS NOT TAKEN INTO ACCOUNT.—

‘(I) IN GENERAL.—For purposes of calcu-
lating any 12-month period under clause (i),
subject to subclause (II), there shall not be
taken into account months for which the eli-
gible beneficiary can demonstrate that the
beneficiary was covered under a group health
plan, including a qualified retiree prescrip-
tion drug plan (as defined in section
1860I(e)(3)) for which an incentive payment
was paid under section 1860I, that provides
coverage of the cost of prescription drugs
whose actuarial value (as defined by the Sec-
retary) to the beneficiary equals or exceeds
the actuarial value of the benefits provided
to an individual enrolled in the outpatient
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prescription drug benefit program under this
part.

“(IT1) APPLICATION.—This clause shall only
apply with respect to a coverage period the
enrollment for which occurs before the end
of the 60-day period that begins on the first
day of the month which includes the date on
which the plan terminates, ceases to provide,
or reduces the value of the prescription drug
coverage under such plan to below the value
of the coverage provided under the program
under this part.

“(iv) PERIODS TREATED SEPARATELY.—AnNy
increase in an eligible beneficiary’s monthly
premium under clause (i) with respect to a
particular continuous period of eligibility
shall not be applicable with respect to any
other continuous period of eligibility which
the beneficiary may have.

¢“(v) CONTINUOUS PERIOD OF ELIGIBILITY.—

‘(I) IN GENERAL.—Subject to subclause (II),
for purposes of this subparagraph, an eligible
beneficiary’s ‘continuous period of eligi-
bility’ is the period that begins with the first
day on which the beneficiary is eligible to
enroll under section 1836 and ends with the
beneficiary’s death.

‘(II) SEPARATE PERIOD.—AnNy period during
all of which an eligible beneficiary satisfied
paragraph (1) of section 1836 and which ter-
minated in or before the month preceding
the month in which the beneficiary attained
age 65 shall be a separate ‘continuous period
of eligibility’ with respect to the beneficiary
(and each such period which terminates shall
be deemed not to have existed for purposes of
subsequently applying this subparagraph).

‘(B) OPEN ENROLLMENT PERIOD FOR CUR-
RENT BENEFICIARIES IN WHICH LATE ENROLL-
MENT PROCEDURES DO NOT APPLY.—The Sec-
retary shall establish an applicable period,
which shall begin on the date on which the
Secretary first begins to accept elections for
enrollment under this part, during which
any eligible beneficiary may enroll under
this part without the application of the late
enrollment procedures established under
subparagraph (A)@).

‘“(3) PERIOD OF COVERAGE.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), an eligible beneficiary’s
coverage under the program under this part
shall be effective for the period provided in
section 1838, as if that section applied to the
program under this part.

‘(B) OPEN ENROLLMENT.—AnN eligible bene-
ficiary who enrolls under the program under
this part pursuant to paragraph (2)(B) shall
be entitled to the benefits under this part be-
ginning on the first day of the month fol-
lowing the month in which such enrollment
occurs.

“(C) LiMITATION.—Coverage under this part
shall not begin prior to the date that is 1
year after the date of enactment of this Act.

‘“(4) PART D COVERAGE TERMINATED BY TER-
MINATION OF COVERAGE UNDER PARTS A AND
B_i

‘““(A) IN GENERAL.—In addition to the
causes of termination specified in section
1838, the Secretary shall terminate an indi-
vidual’s coverage under this part if the indi-
vidual is no longer enrolled in either part A
or part B.

‘“(B) EFFECTIVE DATE.—The termination de-
scribed in subparagraph (A) shall be effective
on the effective date of termination of cov-
erage under part A or (if later) under part B.

“(b) ENROLLMENT WITH ELIGIBLE ENTITY.—

(1) PROCESS.—

‘“(A) IN GENERAL.—The Secretary shall es-
tablish a process through which an eligible
beneficiary who is enrolled under this part
but not enrolled in a Medicare+Choice plan
offered by a Medicare+Choice organization
shall make an annual election to enroll with
any eligible entity that has been awarded a
contract under this part and serves the geo-
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graphic area in which the beneficiary re-
sides.

‘“(B) RULES.—In establishing the process
under subparagraph (A), the Secretary shall
use rules similar to the rules for enrollment
and disenrollment with a Medicare+Choice
plan under section 1851 (including special
election periods under subsection (e)(4) of
such section).

¢(2) MEDICARE+CHOICE ENROLLEES.—AnN eli-
gible beneficiary who is enrolled under this
part and enrolled in a Medicare+Choice plan
offered by a Medicare+Choice organization
shall receive coverage of covered outpatient
drugs under this part through such plan.

““(c) FIRST ENROLLMENT PERIOD.—The proc-
esses developed under subsections (a) and (b)
shall ensure that eligible beneficiaries are
permitted to enroll under this part and with
an eligible entity prior to the date that is 1
yvear after the date of enactment of this Act,
in order to ensure that coverage under this
part is effective as of such date.

“PROVIDING INFORMATION TO BENEFICIARIES

‘“SEC. 1860C. (a) ACTIVITIES.—

‘(1) IN GENERAL.—The Secretary shall con-
duct activities that are designed to broadly
disseminate information to eligible bene-
ficiaries (and prospective eligible bene-
ficiaries) regarding the coverage provided
under this part.

‘(2) SPECIAL RULE FOR FIRST ENROLLMENT
UNDER THE PROGRAM.—To the extent prac-
ticable, the activities described in paragraph
(1) shall ensure that eligible beneficiaries are
provided with such information at least 30
days prior to the first enrollment period de-
scribed in section 1860B(c).

“(b) REQUIREMENTS.—

‘(1) IN GENERAL.—The activities described
in subsection (a) shall—

““(A) be similar to the activities performed
by the Secretary under section 1851(d);

‘“(B) be coordinated with the activities per-
formed by the Secretary under such section
and under section 1804; and

‘“(C) provide for the dissemination of infor-
mation comparing the eligible entities that
are available to eligible beneficiaries resid-
ing in an area under this part.

¢“(2) COMPARATIVE INFORMATION.—The com-
parative information described in paragraph
(1)(B) shall include the following:

‘‘(A) BENEFITS.—A comparison of the bene-
fits provided by each eligible entity, includ-
ing a comparison of the pharmacy networks
used by each eligible entity and the
formularies and appeals processes imple-
mented by each entity.

“(B) QUALITY AND PERFORMANCE.—To the
extent available, the quality and perform-
ance of each eligible entity.

‘“(C) BENEFICIARY COSTS.—The cost-sharing
required of eligible beneficiaries enrolled in
each eligible entity.

(D) CONSUMER SATISFACTION SURVEYS.—To
the extent available, the results of consumer
satisfaction surveys regarding each eligible
entity.

‘‘(E) ADDITIONAL INFORMATION.—Such addi-
tional information as the Secretary may pre-
scribe.

‘“(3) INFORMATION STANDARDS.—The Sec-
retary shall develop standards to ensure that
the information provided to eligible bene-
ficiaries under this part is complete, accu-
rate, and uniform.

‘“(c) USE OF MEDICARE CONSUMER COALI-
TIONS TO PROVIDE INFORMATION.—

‘(1) IN GENERAL.—The Secretary may con-
tract with Medicare Consumer Coalitions to
conduct the informational activities—

‘“(A) under this section;

‘“(B) under section 1851(d); and

‘“(C) under section 1804.

¢‘(2) SELECTION OF COALITIONS.—If the Sec-
retary determines the use of Medicare Con-
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sumer Coalitions to be appropriate, the Sec-
retary shall—

‘““(A) develop and disseminate, in such
areas as the Secretary determines appro-
priate, a request for proposals for Medicare
Consumer Coalitions to contract with the
Secretary in order to conduct any of the in-
formational activities described in para-
graph (1); and

“‘(B) select a proposal of a Medicare Con-
sumer Coalition to conduct the informa-
tional activities in each such area, with a
preference for broad participation by organi-
zations with experience in providing infor-
mation to beneficiaries under this title.

“(3) PAYMENT TO MEDICARE CONSUMER COA-
LITIONS.—The Secretary shall make pay-
ments to Medicare Consumer Coalitions con-
tracting under this subsection in such
amounts and in such manner as the Sec-
retary determines appropriate.

‘“(4) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary such sums as may be nec-
essary to contract with Medicare Consumer
Coalitions under this section.

‘“(6) MEDICARE CONSUMER COALITION DE-
FINED.—In this subsection, the term ‘Medi-
care Consumer Coalition’ means an entity
that is a nonprofit organization operated
under the direction of a board of directors
that is primarily composed of beneficiaries
under this title.

“PREMIUMS

‘“SEC. 1860D. (a) ANNUAL ESTABLISHMENT OF
MONTHLY PREMIUM RATES.—

‘(1) PREMIUM.—The Secretary shall, during
September of each year (beginning with the
first September after the day that is 1 year
after the date of enactment of the Medicare
Prescription Drug Coverage Act of 2001), de-
termine and promulgate a monthly premium
rate for the succeeding year in accordance
with the provisions of this subsection.

¢“(2) ACTUARIAL DETERMINATIONS.—

“(A) DETERMINATION OF ANNUAL BENEFIT
AND ADMINISTRATIVE COSTS.—The Secretary
shall estimate annually for the succeeding
year the amount equal to the total of the
benefits and administrative costs that will
be payable from the Federal Supplementary
Medical Insurance Trust Fund for providing
covered outpatient drugs in such calendar
year with respect to enrollees in the program
under this part.

‘(B) DETERMINATION OF MONTHLY PREMIUM
RATES.—

‘(i) IN GENERAL.—The Secretary shall de-
termine the monthly premium rate with re-
spect to such enrollees for such succeeding
year, which shall be V12 of the applicable per-
cent of the amount determined under sub-
paragraph (A), divided by the total number
of such enrollees, and rounded (if such rate is
not a multiple of 10 cents) to the nearest
multiple of 10 cents.

¢‘(ii) DEFINITION OF APPLICABLE PERCENT.—
For purposes of clause (i), the term ‘applica-
ble percent’ means—

‘“(I) 45 percent, in the case of premiums
paid by an eligible beneficiary enrolled in
the program under this part; and

‘‘(IT) 66.66 percent, in the case of premiums
paid for such a beneficiary by an employer
(as defined in section 1860I(e)(2)) that the
beneficiary formerly worked for.

‘(3) PUBLICATION OF ASSUMPTIONS.—The
Secretary shall publish, together with the
promulgation of the monthly premium rates
for the succeeding year, a statement setting
forth the actuarial assumptions and bases
employed in arriving at the amounts and
rates determined under paragraphs (1) and

2).

*“(b) COLLECTION OF PREMIUM.—The month-
ly premium applicable to an eligible bene-
ficiary under this part shall be collected and
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credited to the Federal Supplementary Med-
ical Insurance Trust Fund in the same man-
ner as the monthly premium determined
under section 1839 is collected and credited
to such Trust Fund under section 1840.
‘‘COST-SHARING

‘“SEC. 1860E. (a) DEDUCTIBLE.—

‘(1) IN GENERAL.—Subject to paragraph (2),
no payments shall be made under this part
on behalf of an eligible beneficiary until the
beneficiary has met a $250 deductible.

‘(2) WAIVER OF DEDUCTIBLE FOR GENERIC
DRUGS.—

‘“‘(A) IN GENERAL.—An eligible entity may
provide that generic drugs are not subject to
the deductible described in paragraph (1) if
the Secretary determines that the waiver of
the deductible—

‘(i) is tied to the performance measures
and other incentives applicable to the entity
pursuant to section 1860H(a); and

‘(i) will not result in an increase in the
expenditures made from the Federal Supple-
mentary Medical Insurance Trust Fund.

‘(B) CREDIT FOR AMOUNTS PAID.—If the de-
ductible is waived pursuant to subparagraph
(A), any coinsurance paid by an eligible ben-
eficiary for the generic drug shall be credited
toward the annual deductible.

““(b) COINSURANCE.—

(1) ESTABLISHMENT.—

“(A) IN GENERAL.—Subject to paragraph
(2), if any covered outpatient drug is pro-
vided to an eligible beneficiary in a year
after the beneficiary has met any deductible
requirement under subsection (a) for the
year, the beneficiary shall be responsible for
making payments for the drug in an amount
equal to the applicable percentage of the
cost of the drug.

‘“(B) APPLICABLE PERCENTAGE DEFINED.—
For purposes of subparagraph (A), the ‘appli-
cable percentage’ means, with respect to any
covered outpatient drug provided to an eligi-
ble beneficiary in a year—

‘(i) 50 percent to the extent the out-of-
pocket expenses of the beneficiary for such
drug, when added to the out-of-pocket ex-
penses of the beneficiary for covered out-
patient drugs previously provided in the
year, do not exceed $3,500;

‘“(ii) 25 percent to the extent such ex-
penses, when so added, exceed $3,500 but do
not exceed $4,000; and

‘“(iii) 0 percent to the extent such expenses,
when so added, would exceed $4,000.

‘(C) OUT-OF-POCKET EXPENSES DEFINED.—
For purposes of subparagraph (B), the term
‘out-of-pocket expenses’ means expenses in-
curred as a result of the application of the
deductible under subsection (a) and the coin-
surance required under this subsection.

‘‘(2) REDUCTION BY ELIGIBLE ENTITY.—An el-
igible entity may reduce the applicable per-
centage that an eligible beneficiary is sub-
ject to under paragraph (1) if the Secretary
determines that such reduction—

““(A) is tied to the performance measures
and other incentives applicable to the entity
pursuant to section 1860H(a); and

“(B) will not result in an increase in the
expenditures made from the Federal Supple-
mentary Medical Insurance Trust Fund.

“(¢) INFLATION ADJUSTMENT.—

‘(1) IN GENERAL.—In the case of any cal-
endar year beginning after 2004, each of the
dollar amounts in subsections (a)(1) and
(b)(1)(B) shall be increased by an amount
equal to—

““(A) such dollar amount, multiplied by

‘“(B) the percentage (if any) by which the
amount of average per capita expenditures
under this part in the preceding calendar
year exceeds the amount of such expendi-
tures in 2003.

‘(2) ROUNDING.—If any dollar amount after
being increased under paragraph (1) is not a
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multiple of $5, such dollar amount shall be
rounded to the nearest multiple of $5.
‘“‘SELECTION OF ENTITIES TO PROVIDE
OUTPATIENT DRUG BENEFIT

‘“SEC. 1860F'. (a) ESTABLISHMENT OF BIDDING
PROCESS.—

‘(1) IN GENERAL.—The Secretary shall es-
tablish procedures under which the Sec-
retary accepts bids submitted by eligible en-
tities and awards contracts to such entities
in order to administer and deliver the bene-
fits provided under this part to eligible bene-
ficiaries in an area.

‘“(2) COMPETITIVE PROCEDURES.—Competi-
tive procedures (as defined in section 4(5) of
the Office of Federal Procurement Policy
Act (41 U.S.C. 403(5))) shall be used to enter
into contracts under this part.

“(b) AREA FOR CONTRACTS.—

(1) REGIONAL BASIS.—

‘“(A) IN GENERAL.—Except as provided in
subparagraph (B) and subject to paragraph
(2), the contract entered into between the
Secretary and an eligible entity shall require
the eligible entity to provide covered out-
patient drugs on a regional basis.

‘(B) PARTIAL REGIONAL BASIS.—

‘(i) IN GENERAL.—If determined appro-
priate by the Secretary, the Secretary may
permit the coverage described in subpara-
graph (A) to be provided on a partial regional
basis.

‘“(ii) REQUIREMENTS.—If the Secretary per-
mits coverage pursuant to clause (i), the Sec-
retary shall ensure that the partial region in
which coverage is provided is—

‘““(I) at least the size of the commercial
service area of the eligible entity for that
area; and

‘“(IT) not smaller than a State.

¢‘(2) DETERMINATION.—

‘“(A) IN GENERAL.—In determining coverage
areas under this part, the Secretary shall—

‘(1) take into account the number of eligi-
ble beneficiaries in an area in order to en-
courage participation by eligible entities;
and

‘‘(i1) ensure that there are at least 10 dif-
ferent coverage areas in the United States.

“(B) NO ADMINISTRATIVE OR JUDICIAL RE-
VIEW.—The determination of coverage areas
under this part shall not be subject to ad-
ministrative or judicial review.

‘‘(c) SUBMISSION OF BIDS.—

‘(1) IN GENERAL.—Each eligible entity de-
siring to provide covered outpatient drugs
under this part shall submit a bid to the Sec-
retary at such time, in such manner, and ac-
companied by such information as the Sec-
retary may reasonably require.

‘“(2) REQUIRED INFORMATION.—The bids de-
scribed in paragraph (1) shall include—

‘“(A) a proposal for the estimated prices of
covered outpatient drugs and the projected
annual increases in such prices, including
differentials between formulary and nonfor-
mulary prices, if applicable;

‘B) the amount that the entity will
charge the Secretary for administering and
delivering the benefits under such contract;

‘“(C) a statement regarding whether the en-
tity will waive the deductible for generic
drugs pursuant to section 1860E(a)(2);

‘(D) a statement regarding whether the
entity will reduce the applicable coinsurance
percentage pursuant to section 1860E(b)(2)
and if so, the amount of such reduction;

‘“(E) a detailed description of—

‘(i) the risk corridors tied to performance
measures and other incentives that the enti-
ty will accept under the contract; and

‘“(ii) how the entity will meet such meas-
ures and incentives;

‘“(F) a detailed description of proposed con-
tracts with local pharmacy providers de-
signed to ensure access, including compensa-
tion for local pharmacists’ services;
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‘“(G) a detailed description of any owner-
ship or shared financial interests with other
entities involved in the delivery of the ben-
efit as proposed;

‘““(H) a detailed description of the entity’s
estimated marketing and advertising ex-
penditures related to enrolling and retaining
eligible beneficiaries; and

“(I) such other information that the Sec-
retary determines is necessary in order to
carry out this part, including information
relating to the bidding process under this
part.

“(d) ACCESS.—

‘(1) IN GENERAL.—The Secretary shall en-
sure that an eligible entity—

‘““(A) complies with the access require-
ments described in section 1860G(a)(4)(A);
and

‘(B) makes available to each beneficiary
covered under the contract the full scope of
the benefits required under this part.

‘(2) AREAS NOT COVERED BY CONTRACTS.—
The Secretary shall develop procedures for
the provision of covered outpatient drugs
under this part to each eligible beneficiary
that resides in an area that is not covered by
any contract under this part.

‘“(3) BENEFICIARIES RESIDING IN DIFFERENT
LOCATIONS.—The Secretary shall develop pro-
cedures to ensure that each eligible bene-
ficiary that resides in different areas in a
year is provided the benefits under this part
throughout the entire year.

‘“(4) SPECIAL ATTENTION TO RURAL AND
HARD-TO-SERVE AREAS.—

““(A) IN GENERAL.—The Secretary shall en-
sure that all eligible beneficiaries have ac-
cess to the full range of benefits under this
part, and shall give special attention to ac-
cess, pharmacist counseling, and delivery in
rural and hard-to-serve areas (as the Sec-
retary may define by regulation).

‘(B) SPECIAL ATTENTION DEFINED.—For pur-
poses of subparagraph (A), the term ‘special
attention’ may include bonus payments to
retail pharmacists in rural areas, extra pay-
ments to eligible entities for the cost of
rapid delivery of pharmaceuticals, and any
other actions the Secretary determines are
necessary to ensure full access to benefits
under this part by eligible beneficiaries re-
siding in rural and hard-to-serve areas.

‘(C) GAO REPORT.—Not later than 2 years
after the date of enactment of the Medicare
Prescription Drug Coverage Act of 2001, the
Comptroller General of the United States
shall submit to Congress a report on the ac-
cess to benefits under this part by eligible
beneficiaries residing in rural and hard-to-
serve areas, together with any recommenda-
tions of the Comptroller General regarding
any additional steps the Secretary may need
to take to ensure the access of medicare
beneficiaries to such benefits.

‘‘(e) AWARDING OF CONTRACTS.—

‘(1) NUMBER OF CONTRACTS.—The Secretary
shall, consistent with the requirements of
this part and the goal of containing costs
under this title, award in a competitive man-
ner at least 2 contracts in an area, unless
only 1 bidding entity meets the minimum
standards specified under this part and by
the Secretary.

“4(2) DETERMINATION.—In determining
which of the eligible entities that submitted
bids that meet the minimum standards spec-
ified under this part and by the Secretary
(including the terms and conditions de-
scribed in section 1860G) to award a contract,
the Secretary shall consider the comparative
merits of each bid, as determined on the
basis of the past performance of the entity
and other relevant factors, with respect to—

““(A) how well the entity meets such min-
imum standards;
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‘“(B) the amount that the entity will
charge the Secretary for administering and
delivering the benefits under the contract;

¢“(C) the proposed prices of covered out-
patient drugs and annual increases in such
prices;

‘(D) the proposed risk corridors tied to
performance measures and other incentives
that the entity will be subject to under the
contract;

‘“(E) the factors
1860C(b)(2);

“(F) prior experience in administering a
prescription drug benefit program;

‘“(G) effectiveness in containing costs
through pricing incentives and utilization
management; and

‘““(H) such other factors as the Secretary
deems necessary to evaluate the merits of
each bid.

¢(3) EXCEPTION TO CONFLICT OF INTEREST
RULES.—In awarding contracts under this
part, the Secretary may waive conflict of in-
terest laws generally applicable to Federal
acquisitions (subject to such safeguards as
the Secretary may find necessary to impose)
in circumstances where the Secretary finds
that such waiver—

‘“(A) is not inconsistent with the—

‘(i) purposes of the programs under this
title; or

‘“(ii) best interests of enrolled individuals;
and

‘(B) permits a sufficient level of competi-
tion for such contracts, promotes efficiency
of benefits administration, or otherwise
serves the objectives of the program under
this part.

‘“(4) NO ADMINISTRATIVE OR JUDICIAL RE-
VIEW.—The determination of the Secretary
to award or not award a contract to an eligi-
ble entity under this part shall not be sub-
ject to administrative or judicial review.

“(f) APPROVAL OF MARKETING MATERIAL
AND APPLICATION FORMS.—The provisions of
section 1851(h) shall apply to marketing ma-
terial and application forms under this part
in the same manner as such provisions apply
to marketing material and application forms
under part C.

‘‘(g) DURATION OF CONTRACTS.—Each con-
tract under this part shall be for a term of at
least 2 years but not more than 5 years, as
determined by the Secretary.

‘‘CONDITIONS FOR AWARDING CONTRACT

“SEC. 1860G. (a) IN GENERAL.—The Sec-
retary shall not award a contract to an eligi-
ble entity under this part unless the Sec-
retary finds that the eligible entity agrees to
comply with such terms and conditions as
the Secretary shall specify, including the
following:

‘(1) QUALITY AND FINANCIAL STANDARDS.—
The eligible entity meets the quality and fi-
nancial standards specified by the Secretary.

‘“(2) PROCEDURES TO ENSURE PROPER UTILI-
ZATION, COMPLIANCE, AND AVOIDANCE OF AD-
VERSE DRUG REACTIONS.—The eligible entity
has in place drug utilization review proce-
dures to ensure—

‘“(A) the appropriate utilization by eligible
beneficiaries of the benefits to be provided
under the contract; and

‘“(B) the avoidance of adverse drug reac-
tions among eligible beneficiaries enrolled
with the entity, including problems due to
therapeutic duplication, drug-disease contra-
indications, drug-drug interactions (includ-
ing serious interactions with nonprescription
or over-the-counter drugs), incorrect drug
dosage or duration of drug treatment, drug-
allergy interactions, and clinical abuse and
misuse.

¢(3) COST-EFFECTIVE PROVISION OF BENE-
FITS.—

‘“(A) IN GENERAL.—In providing the benefits
under a contract under this part, an eligible
entity may—
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‘(i) employ mechanisms to provide the
benefits economically, including the use of—

‘() formularies (pursuant to subparagraph
(B));

‘“(IT) alternative methods of distribution;
and

‘“(III) generic drug substitution;

‘(i) use mechanisms to encourage eligible
beneficiaries to select cost-effective drugs or
less costly means of receiving drugs, includ-
ing the use of pharmacy incentive programs,
therapeutic interchange programs, and dis-
ease management programs; and

‘‘(iii) encourage pharmacy providers to—

“(I) inform beneficiaries of the differen-
tials in price between generic and nongeneric
drug equivalents; and

‘“(IT1) provide medication therapy manage-
ment programs in order to enhance bene-
ficiaries’ understanding of the appropriate
use of medications and to reduce the risk of
potential adverse events associated with
medications.

‘““(B) FORMULARIES.—If an eligible entity
uses a formulary under this part, such for-
mulary shall comply with standards estab-
lished by the Secretary in consultation with
the Medicare Pharmacy and Therapeutics
Advisory Committee established under sec-
tion 1860M. Such standards shall require that
the eligible entity—

‘(i) use a pharmacy and therapeutic com-
mittee (that meets the standards for a phar-
macy and therapeutic committee established
by the Secretary in consultation with the
Medicare Pharmacy and Therapeutics Advi-
sory Committee established under section
1860M) to develop and implement the for-
mulary;

‘“(ii) include in the formulary—

“(I) at least 1 drug from each therapeutic
class (as defined by the entity’s pharmacy
and therapeutic committee in accordance
with standards established by the Secretary
in consultation with the Medicare Pharmacy
and Therapeutics Advisory Committee estab-
lished under section 1860M);

‘“(IT) if there is more than 1 drug available
in a therapeutic class, at least 2 drugs from
such class; and

‘“(III) if there are more than 2 drugs avail-
able in a therapeutic class, at least 2 drugs
from such class and a generic drug substitute
if available;

‘“(iii) develop procedures for the—

‘“(I) addition of new therapeutic classes to
the formulary;

‘“(IT) addition of new drugs to an existing
therapeutic class; and

‘“(ITIT) modification of the formulary;

““(iv) provide for coverage of otherwise cov-
ered non-formulary drugs when rec-
ommended by a prescribing provider; and

‘(v) disclose to current and prospective
beneficiaries and to providers in the service
area the nature of the formulary restric-
tions, including information regarding the
drugs included in the formulary, coinsur-
ance, and any difference in the cost-sharing
for different types of drugs.

‘“(C) CONSTRUCTION.—Nothing in this para-
graph shall be construed as precluding an eli-
gible entity from—

‘“(i) requiring cost-sharing for mnonfor-
mulary drugs that is higher than the cost-
sharing established in section 1860E(b), ex-
cept that such entity shall provide for cov-
erage of a nonformulary drug at the same
cost-sharing level as a drug within the for-
mulary if such nonformulary drug is rec-
ommended by a prescribing provider;

‘“(ii) educating prescribing providers, phar-
macists, and beneficiaries about the medical
and cost benefits of formulary drugs (includ-
ing generic drugs); or

‘“(iii) requiring prescribing providers to
consider a formulary drug prior to dis-
pensing of a nonformulary drug, as long as
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such requirement does not unduly delay the
provision of the drug.

‘“(4) PATIENT PROTECTIONS.—

““(A) Access.—The eligible entity ensures
that the covered outpatient drugs are acces-
sible and convenient to eligible beneficiaries
covered under the contract, including by
doing the following:

‘(1) SERVICES DURING EMERGENCIES.—Offer-
ing services 24 hours a day and 7 days a week
for emergencies.

‘“(ii) AGREEMENTS WITH PHARMACIES.—En-
tering into participation agreements under
subsection (b) with pharmacies, that include
terms that—

‘() secure the participation of sufficient
numbers of pharmacies to ensure convenient
access (including adequate emergency ac-
cess); and

““(IT) permit the participation of any phar-
macy in the service area that meets the par-
ticipation requirements described in sub-
section (b).

‘(B) CONTINUITY OF CARE.—

‘(i) IN GENERAL.—The eligible entity en-
sures that, in the case of an eligible bene-
ficiary who loses coverage under this part
with such entity under circumstances that
would permit a special election period (as es-
tablished by the Secretary under section
1860B(b)), the entity will continue to provide
coverage under this part to such beneficiary
until the beneficiary enrolls and receives
such coverage with another eligible entity
under this part.

‘‘(ii) LIMITED PERIOD.—In no event shall an
eligible entity be required to provide the ex-
tended coverage required under clause (i) be-
yond the date which is 30 days after the cov-
erage with such entity would have termi-
nated but for this subparagraph.

‘(C) PROCEDURES REGARDING DENIALS OF
CARE.—The eligible entity has in place proce-
dures to ensure—

‘(i) a timely internal and external review
and resolution of denials of coverage (in
whole or in part) and complaints (including
those regarding the use of formularies under
paragraph (3)) by eligible beneficiaries, or by
providers, pharmacists, and other individuals
acting on behalf of each such beneficiary
(with the beneficiary’s consent) in accord-
ance with requirements (as established by
the Secretary) that are comparable to such
requirements for Medicare+Choice organiza-
tions under part C; and

‘(i) that beneficiaries are provided with
information regarding the appeals proce-
dures under this part at the time of enroll-
ment.

‘(D) PROCEDURES REGARDING PATIENT CON-
FIDENTIALITY.—Insofar as an eligible entity
maintains individually identifiable medical
records or other health information regard-
ing eligible beneficiaries under a contract
entered into under this part, the entity has
in place procedures to—

‘(i) safeguard the privacy of any individ-
ually identifiable beneficiary information;

‘‘(ii) maintain such records and informa-
tion in a manner that is accurate and time-
ly;

‘‘(iii) ensure timely access by such bene-
ficiaries to such records and information;
and

‘‘(iv) otherwise comply with applicable
laws relating to patient confidentiality.

‘“(E) PROCEDURES REGARDING TRANSFER OF
MEDICAL RECORDS.—

‘(i) IN GENERAL.—The eligible entity has in
place procedures for the timely transfer of
records and information described in sub-
paragraph (D) (with respect to a beneficiary
who loses coverage under this part with the
entity and enrolls with another entity under
this part) to such other entity.

¢‘(ii) PATIENT CONFIDENTIALITY.—The proce-
dures described in clause (i) shall comply
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with the patient confidentiality procedures
described in subparagraph (D).

‘“(F) PROCEDURES REGARDING MEDICAL ER-
RORS.—The eligible entity has in place proce-
dures for working with the Secretary to
deter medical errors related to the provision
of covered outpatient drugs.

¢“(6) PROCEDURES TO CONTROL FRAUD, ABUSE,
AND WASTE.—The eligible entity has in place
procedures to control fraud, abuse, and
waste.

¢“(6) REPORTING REQUIREMENTS.—

‘““(A) IN GENERAL.—The eligible entity pro-
vides the Secretary with reports containing
information regarding the following:

‘(i) The prices that the eligible entity is
paying for covered outpatient drugs.

‘‘(ii) The prices that eligible beneficiaries
enrolled with the entity will be charged for
covered outpatient drugs.

‘‘(iii) The administrative costs of providing
such benefits.

‘“(iv) Utilization of such benefits.

‘“(v) Marketing and advertising expendi-
tures related to enrolling and retaining eligi-
ble beneficiaries.

‘“(B) TIMEFRAME
PORTS.—

‘(i) IN GENERAL.—The eligible entity shall
submit a report described in subparagraph
(A) to the Secretary within 3 months after
the end of each 12-month period in which the
eligible entity has a contract under this
part. Such report shall contain information
concerning the benefits provided during such
12-month period.

‘‘(ii) LAST YEAR OF CONTRACT.—In the case
of the last year of a contract under this sec-
tion, the Secretary may require that a re-
port described in subparagraph (A) be sub-
mitted 3 months prior to the end of the con-
tract. Such report shall contain information
concerning the benefits provided between the
period covered by the most recent report
under this subparagraph and the date that a
report is submitted under this clause.

¢“(C) CONFIDENTIALITY OF INFORMATION.—

‘(i) IN GENERAL.—Notwithstanding any
other provision of law and subject to clause
(ii), information disclosed by an eligible en-
tity pursuant to subparagraph (A) is con-
fidential and shall only be used by the Sec-
retary for the purposes of, and to the extent
necessary, to carry out this part.

‘‘(ii) UTILIZATION DATA.—Subject to patient
confidentiality laws, the Secretary shall
make information disclosed by an eligible
entity pursuant to subparagraph (A)(iv) (re-
garding utilization data) available for re-
search purposes. The Secretary may charge a
reasonable fee for making such information
available.

“(7) APPROVAL OF MARKETING MATERIAL AND
APPLICATION FORMS.—The eligible entity will
comply with the requirements described in
section 1860F(f).

‘‘(8) RECORDS AND AUDITS.—The eligible en-
tity maintains adequate records related to
the administration of the benefit under this
part and affords the Secretary access to such
records for auditing purposes.

“(b) PHARMACY PARTICIPATION AGREE-
MENTS.—

‘(1) IN GENERAL.—A pharmacy that meets
the requirements of this subsection shall be
eligible to enter an agreement with an eligi-
ble entity to furnish covered outpatient
drugs and pharmacists’ services to eligible
beneficiaries enrolled with such entity and
residing in the service area.

‘(2) TERMS OF AGREEMENT.—An agreement
under this subsection shall include the fol-
lowing terms and requirements:

‘‘(A) LICENSING.—The pharmacy and phar-
macists shall meet (and throughout the con-
tract period will continue to meet) all appli-
cable State and local licensing requirements.

FOR SUBMITTING RE-
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‘(B) LIMITATION ON CHARGES.—Pharmacies
participating under this part shall not
charge an eligible beneficiary enrolled with
the eligible entity more than—

‘“(i) the negotiated price for an individual
drug (as reported to the Secretary pursuant
to subsection (a)(6)(A)); or

‘“(ii) the amount of the beneficiary’s obli-
gation (as determined in accordance with the
provisions of this part) of the negotiated
price of such drug.

¢“(C) PERFORMANCE STANDARDS.—The phar-
macy shall comply with performance stand-
ards relating to—

‘(i) measures for quality assurance, reduc-
tion of medical errors, and compliance with
the drug utilization review procedures de-
scribed in subsection (a)(2);

‘“(ii) systems to ensure compliance with
the patient confidentiality standards appli-
cable under subsection (a)(4)(D); and

‘‘(iii) other requirements as the Secretary
may impose to ensure integrity, efficiency,
and the quality of the program under this
part.

“PAYMENTS

“SEC. 1860H. (a) PAYMENTS TO ELIGIBLE EN-
TITIES.—

(1) PROCEDURES.—

‘““(A) IN GENERAL.—The Secretary shall es-
tablish procedures for making payments to
an eligible entity under a contract entered
into under this part for the administration
and delivery of the benefits under this part.

‘“(B) ENTITIES ONLY SUBJECT TO LIMITED
RISK.—Under the procedures established
under subparagraph (A), an eligible entity
shall only be at risk to the extent that the
entity is at risk under paragraph (2).

““(2) RISK CORRIDORS TIED TO PERFORMANCE
MEASURES AND OTHER INCENTIVES.—

‘““(A) IN GENERAL.—The procedures estab-
lished under paragraph (1) may include the
use of—

‘(i) risk corridors tied to performance
measures that have been agreed to between
the eligible entity and the Secretary under
the contract; and

‘“(ii) any other incentives that the Sec-
retary determines appropriate.

‘“(B) PHASE-IN OF RISK CORRIDORS TIED TO
PERFORMANCE MEASURES.—The Secretary
may phase-in the use of risk corridors tied to
performance measures if the Secretary de-
termines such phase-in to be appropriate.

¢“(C) PAYMENTS SUBJECT TO INCENTIVES.—If
a contract under this part includes the use of
risk corridors tied to performance measures
or other incentives pursuant to subpara-
graph (A), payments to eligible entities
under such contract shall be subject to such
risk corridors tied to performance measures
and other incentives.

‘“(3) RISK ADJUSTMENT.—T0 the extent that
eligible entities are at risk because of the
risk corridors or other incentives described
in paragraph (2)(A), the procedures estab-
lished under paragraph (1) may include a
methodology for adjusting the payments
made to such entities based on the dif-
ferences in actuarial risk of different enroll-
ees being served if the Secretary determines
such adjustments to be necessary and appro-
priate.

“(b) SECONDARY PAYER PROVISIONS.—The
provisions of section 1862(b) shall apply to
the benefits provided under this part.

“EMPLOYER INCENTIVE PROGRAM FOR
EMPLOYMENT-BASED RETIREE DRUG COVERAGE

“SEC. 1860I. (a) PROGRAM AUTHORITY.—The
Secretary is authorized to develop and im-
plement a program under this section called
the ‘Employer Incentive Program’ that en-
courages employers and other sponsors of
employment-based health care coverage to
provide adequate prescription drug benefits
to retired individuals by subsidizing, in part,
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the sponsor’s cost of providing coverage
under qualifying plans.

‘“(b) SPONSOR REQUIREMENTS.—In order to
be eligible to receive an incentive payment
under this section with respect to coverage
of an individual under a qualified retiree pre-
scription drug plan (as defined in subsection
()(3)), a sponsor shall meet the following re-
quirements:

‘(1) ASSURANCES.—The sponsor shall—

““(A) annually attest, and provide such as-
surances as the Secretary may require, that
the coverage offered by the sponsor is a
qualified retiree prescription drug plan, and
will remain such a plan for the duration of
the sponsor’s participation in the program
under this section; and

“(B) guarantee that it will give notice to
the Secretary and covered retirees—

‘(i) at least 120 days before terminating its
plan; and

‘(ii) immediately upon determining that
the actuarial value of the prescription drug
benefit under the plan falls below the actu-
arial value of the outpatient prescription
drug benefit under this part.

‘“(2) BENEFICIARY INFORMATION.—The spon-
sor shall report to the Secretary, for each
calendar quarter for which it seeks an incen-
tive payment under this section, the names
and social security numbers of all retirees
(and their spouses and dependents) covered
under such plan during such quarter and the
dates (if less than the full quarter) during
which each such individual was covered.

“(3) AupIiTs.—The sponsor and the employ-
ment-based retiree health coverage plan
seeking incentive payments under this sec-
tion shall agree to maintain, and to afford
the Secretary access to, such records as the
Secretary may require for purposes of audits
and other oversight activities necessary to
ensure the adequacy of prescription drug
coverage, the accuracy of incentive pay-
ments made, and such other matters as may
be appropriate.

‘“(4) OTHER REQUIREMENTS.—The sponsor
shall provide such other information, and
comply with such other requirements, as the
Secretary may find necessary to administer
the program under this section.

“‘(c) INCENTIVE PAYMENTS.—

‘(1) IN GENERAL.—A sponsor that meets the
requirements of subsection (b) with respect
to a quarter in a calendar year shall be enti-
tled to have payment made by the Secretary
on a quarterly basis (to the sponsor or, at
the sponsor’s direction, to the appropriate
employment-based health plan) of an incen-
tive payment, in the amount determined in
paragraph (2), for each retired individual (or
spouse) who—

““(A) was covered under the sponsor’s quali-
fied retiree prescription drug plan during
such quarter; and

‘(B) was eligible for, but was not enrolled
in, the outpatient prescription drug benefit
program under this part.

‘“(2) AMOUNT OF INCENTIVE.—The payment
under this section with respect to each indi-
vidual described in paragraph (1) for a month
shall be equal to %5 of the monthly premium
amount payable by an eligible beneficiary
enrolled under this part, as set for the cal-
endar year pursuant to section 1860D(a)(2).

‘“(3) PAYMENT DATE.—The incentive under
this section with respect to a calendar quar-
ter shall be payable as of the end of the next
succeeding calendar quarter.

“(d) CrviL MONEY PENALTIES.—A sponsor,
health plan, or other entity that the Sec-
retary determines has, directly or through
its agent, provided information in connec-
tion with a request for an incentive payment
under this section that the entity knew or
should have known to be false shall be sub-
ject to a civil monetary penalty in an
amount up to 3 times the total incentive
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amounts under subsection (c) that were paid
(or would have been payable) on the basis of
such information.

‘‘(e) DEFINITIONS.—In this section:

‘(1) EMPLOYMENT-BASED RETIREE HEALTH
COVERAGE.—The term ‘employment-based re-
tiree health coverage’ means health insur-
ance or other coverage of health care costs
for retired individuals (or for such individ-
uals and their spouses and dependents) based
on their status as former employees or labor
union members.

‘“(2) EMPLOYER.—The term ‘employer’ has
the meaning given the term in section 3(5) of
the Employee Retirement Income Security
Act of 1974 (except that such term shall in-
clude only employers of 2 or more employ-
ees).

*“(3) QUALIFIED RETIREE PRESCRIPTION DRUG
PLAN.—The term ‘qualified retiree prescrip-
tion drug plan’ means health insurance cov-
erage included in employment-based retiree
health coverage that—

““(A) provides coverage of the cost of pre-
scription drugs whose actuarial value (as de-
fined by the Secretary) to each retired bene-
ficiary equals or exceeds the actuarial value
of the benefits provided to an individual en-
rolled in the outpatient prescription drug
benefit program under this part; and

‘(B) does not deny, limit, or condition the
coverage or provision of prescription drug
benefits for retired individuals based on age
or any health status-related factor described
in section 2702(a)(1) of the Public Health
Service Act.

‘“(4) SPONSOR.—The term ‘sponsor’ has the
meaning given the term ‘plan sponsor’ in
section 3(16)(B) of the Employer Retirement
Income Security Act of 1974.

“(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated from
time to time, out of any moneys in the
Treasury not otherwise appropriated, such
sums as may be necessary to carry out the
program under this section.

‘““PROCEDURES FOR PARTIAL YEAR
IMPLEMENTATION

“SEC. 1860J. If the Secretary first imple-
ments the program under this part on a day
other that January 1 of a year, the Secretary
shall establish procedures for implementing
the program during the period between the
date of implementation and December 31 of
such year, including procedures—

‘(1) for prorating premiums, deductibles,
and coinsurance under the program during
such period; and

‘(2) relating to requirements and pay-
ments under the Medicare+Choice program
during such period.

‘APPROPRIATIONS

‘““SEC. 1860K. There are authorized to be ap-
propriated from time to time, out of any
moneys in the Treasury not otherwise appro-
priated, to the Federal Supplementary Med-
ical Insurance Trust Fund established under
section 1841, an amount equal to the amount
by which the benefits and administrative
costs of providing the benefits under this
part exceed the premiums collected under
section 1860D.

‘“‘SUBPART 2—MEDICARE PHARMACY AND
THERAPEUTICS (P&T) ADVISORY COMMITTEE
‘‘MEDICARE PHARMACY AND THERAPEUTICS
(P&T) ADVISORY COMMITTEE

“SEC. 1860M. (a) ESTABLISHMENT OF COM-
MITTEE.—There is established a Medicare
Pharmacy and Therapeutics Advisory Com-
mittee (in this section referred to as the
‘Committee’).

“(b) FUNCTIONS OF COMMITTEE.—On and
after January 1, 2002, the Committee shall
advise the Secretary on policies related to—

‘(1) the development of guidelines for the
implementation and administration of the
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outpatient prescription drug benefit program
under this part; and

‘“(2) the development of—

‘“(A) standards for a pharmacy and thera-
peutics committee required of eligible enti-
ties under section 1860G(a)(3)(B)(i);

‘“(B) standards for—

‘(i) defining therapeutic classes;

‘(i) adding new therapeutic classes to a
formulary;

‘(iii) adding new drugs to a therapeutic
class within a formulary; and

‘(iv) when and how often a formulary
should be modified;

‘(C) procedures to evaluate the bids sub-
mitted by eligible entities under this part;
and

‘(D) procedures to ensure that eligible en-
tities with a contract under this part are in
compliance with the requirements under this
part.

“(c) STRUCTURE AND MEMBERSHIP OF THE
COMMITTEE.—

‘(1) STRUCTURE.—The Committee shall be
composed of 19 members who shall be ap-
pointed by the Secretary.

““(2) MEMBERSHIP.—

‘““(A) IN GENERAL.—The members of the
Committee shall be chosen on the basis of
their integrity, impartiality, and good judg-
ment, and shall be individuals who are, by
reason of their education, experience, and at-
tainments, exceptionally qualified to per-
form the duties of members of the Com-
mittee.

‘(B) SPECIFIC MEMBERS.—Of the members
appointed under paragraph (1)—

‘“(i) eleven shall be chosen to represent
physicians;

‘‘(i1) four shall be chosen to represent phar-
macists;

‘“(iii) one shall be chosen to represent the
Health Care Financing Administration;

‘“(iv) two shall be chosen to represent actu-
aries and pharmacoeconomists; and

‘““(v) one shall be chosen to represent
emerging drug technologies.

“(d) TERMS OF APPOINTMENT.—Each mem-
ber of the Committee shall serve for a term
determined appropriate by the Secretary.
The terms of service of the members ini-
tially appointed shall begin on January 1,
2002.

‘“‘(e) CHAIRMAN.—The Secretary shall des-
ignate a member of the Committee as Chair-
man. The term as Chairman shall be for a 1-
year period.

“(f) COMPENSATION AND TRAVEL EX-
PENSES.—
‘(1) COMPENSATION OF MEMBERS.—Each

member of the Committee who is not an offi-
cer or employee of the Federal Government
shall be compensated at a rate equal to the
daily equivalent of the annual rate of basic
pay prescribed for level IV of the Executive
Schedule under section 5315 of title 5, United
States Code, for each day (including travel
time) during which such member is engaged
in the performance of the duties of the Com-
mittee. All members of the Committee who
are officers or employees of the United
States shall serve without compensation in
addition to that received for their services as
officers or employees of the United States.

‘“(2) TRAVEL EXPENSES.—The members of
the Committee shall be allowed travel ex-
penses, including per diem in lieu of subsist-
ence, 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 Com-
mittee.

‘‘(g) OPERATION OF THE COMMITTEE.—

‘(1) MEETINGS.—The Committee shall meet
at the call of the Chairman (after consulta-
tion with the other members of the Com-
mittee) not less often than quarterly to con-
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sider a specific agenda of issues, as deter-
mined by the Chairman after such consulta-
tion.

‘(2) QUORUM.—Ten members of the Com-
mittee shall constitute a quorum for pur-
poses of conducting business.

‘“(h) FEDERAL ADVISORY COMMITTEE ACT.—
Section 14 of the Federal Advisory Com-
mittee Act (b U.S.C. App.) shall not apply to
the Committee.

‘(1) TRANSFER OF PERSONNEL, RESOURCES,
AND ASSETS.—For purposes of carrying out
its duties, the Secretary and the Committee
may provide for the transfer to the Com-
mittee of such civil service personnel in the
employ of the Department of Health and
Human Services, and such resources and as-
sets of the Department used in carrying out
this title, as the Committee requires.

“(j) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as may be necessary to carry out the
purposes of this section.”.

(b) EXCLUSIONS FROM COVERAGE.—

(1) APPLICATION TO PART D.—Section 1862(a)
of the Social Security Act (42 U.S.C. 1395y(a))
is amended in the matter preceding para-
graph (1) by striking ‘“‘part A or part B’ and
inserting ‘“‘part A, B, or D”’.

(2) PRESCRIPTION DRUGS NOT EXCLUDED
FROM COVERAGE IF APPROPRIATELY PRE-
SCRIBED.—Section 1862(a)(1) of the Social Se-
curity Act (42 U.S.C. 1395y(a)(1)) is amend-
ed—

(A) in subparagraph (H), by striking ‘‘and”
at the end;

(B) in subparagraph (I), by striking the
semicolon at the end and inserting *‘, and’’;
and

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

‘“(J) in the case of prescription drugs cov-
ered under part D, which are not prescribed
in accordance with such part;”.

(c) CONFORMING REFERENCES TO PREVIOUS
PART D.—

(1) IN GENERAL.—Any reference in law (in
effect before the date of enactment of this
Act) to part D of title XVIII of the Social Se-
curity Act is deemed a reference to part E of
such title (as in effect after such date).

(2) SECRETARIAL SUBMISSION OF LEGISLATIVE
PROPOSAL.—Not later than 6 months after
the date of enactment of this Act, the Sec-
retary of Health and Human Services shall
submit to the appropriate committees of
Congress a legislative proposal providing for
such technical and conforming amendments
in the law as are required by the provisions
of this Act.
SEC. 4. PART D BENEFITS
MEDICARE+CHOICE PLANS.

(a) ELIGIBILITY, ELECTION, AND ENROLL-
MENT.—Section 1851 of the Social Security
Act (42 U.S.C. 1395w-21) is amended—

(1) in subsection (a)(1)(A), by striking
“parts A and B’ and inserting ‘‘parts A, B,
and D”’; and

(2) in subsection (i)(1), by striking ‘‘parts A
and B’ and inserting ‘‘parts A, B, and D”’.

(b) VOLUNTARY BENEFICIARY ENROLLMENT
FOR DRUG COVERAGE.—Section 1852(a)(1)(A)
of such Act (42 U.S.C. 139%5w-22(a)(1)(A)) is
amended by inserting ‘‘(and under part D to
individuals also enrolled under that part)”
after ‘“‘parts A and B”’.

(c) ACCESS TO SERVICES.—Section 1852(d)(1)
of such Act (42 U.S.C. 1395w-22(d)(1)) is
amended—

(1) in subparagraph (D), by striking ‘‘and”
at the end;

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

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

‘“(F) in the case of covered outpatient
drugs provided to individuals enrolled under

UNDER
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part D (as defined in section 1860(1)), the or-
ganization complies with the access require-
ments applicable under part D.”.

(d) PAYMENTS TO ORGANIZATIONS.—Section
1853(a)(1)(A) of such Act (42 U.S.C. 139%w-
23(a)(1)(A)) is amended—

(1) by inserting ‘‘determined separately for
the benefits under parts A and B and under
part D (for individuals enrolled under that
part)”’ after ‘‘as calculated under subsection
(©)’;

(2) by striking ‘‘that area, adjusted for
such risk factors’” and inserting ‘‘that area.
In the case of payment for the benefits under
parts A and B, such payment shall be ad-
justed for such risk factors as’’; and

(3) by inserting before the last sentence the
following: “‘In the case of the payments for
the benefits under part D, such payment
shall initially be adjusted for the risk factors
of each enrollee as the Secretary determines
to be feasible and appropriate to ensure actu-
arial equivalence. By 2006, the adjustments
to payments for benefits under part D shall
be for the same risk factors used to adjust
payments for the benefits under parts A and
B.”.

(e) CALCULATION OF ANNUAL
MEDICARE+CHOICE CAPITATION RATES.—Sec-
tion 1853(c) of such Act (42 U.S.C. 1395w-23(c))
is amended—

(1) in paragraph (1), in the matter pre-
ceding subparagraph (A), by inserting ‘‘for
benefits under parts A and B’ after ‘‘capita-
tion rate’’; and

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

‘(8) PAYMENT FOR PART D BENEFITS.—The
Secretary shall determine a capitation rate
for part D benefits (for individuals enrolled
under such part) as follows:

““(A) DRUGS DISPENSED BEFORE 2004.—In the
case of prescription drugs dispensed on or
after the date that is 1 year after the date of
enactment of the Medicare Prescription
Drug Coverage Act of 2001 and before Janu-
ary 1, 2004, the capitation rate shall be based
on the projected national per capita costs for
prescription drug benefits under part D and
associated claims processing costs for bene-
ficiaries enrolled under part D and not en-
rolled with a Medicare+Choice organization
under this part.

‘“(B) DRUGS DISPENSED IN SUBSEQUENT
YEARS.—In the case of prescription drugs dis-
pensed in 2004 or a subsequent year, the capi-
tation rate shall be equal to the capitation
rate for the preceding year increased by the
Secretary’s estimate of the projected per
capita rate of growth in expenditures under
this title for an individual enrolled under
part D for such subsequent year.”.

(f) LIMITATION ON ENROLLEE LIABILITY.—
Section 1854(e) of such Act (42 U.S.C. 1395w—
24(e)) is amended by adding at the end the
following new paragraph:

‘() SPECIAL RULE FOR PART D BENEFITS.—
With respect to outpatient prescription drug
benefits under part D, a Medicare+Choice or-
ganization may not require that an enrollee
pay a deductible or a coinsurance percentage
that exceeds the deductible or coinsurance
percentage applicable for such benefits for
an eligible beneficiary under part D.”’.

(g) REQUIREMENT FOR ADDITIONAL BENE-
FITS.—Section 1854(f)(1) of such Act (42 U.S.C.
1395w-24(f)(1)) is amended by adding at the
end the following new sentence: ‘‘Such deter-
mination shall be made separately for the
benefits under parts A and B and for pre-
scription drug benefits under part D.”.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to items
and services provided under a
Medicare+Choice plan on or after the date
that is 1 year after the date of enactment of
this Act.

CONGRESSIONAL RECORD — SENATE

SEC. 5. EXCLUSION OF PART D COSTS FROM DE-
TERMINATION OF PART B MONTHLY
PREMIUM.

Section 1839(g) of the Social Security Act
(42 U.S.C. 1395r(g)) is amended—

(1) by striking ‘‘attributable to the appli-
cation of section’ and inserting ‘‘attrib-
utable to—

‘(1) the application of section’’;

(2) by striking the period and inserting ‘‘;
and’’; and

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

‘“(2) the program under part D providing
payment for covered outpatient drugs (in-
cluding costs associated with making pay-
ments to employers and other sponsors of
employment-based health care coverage
under the Employer Incentive Program
under section 1860I).”.

SEC. 6. ADDITIONAL ASSISTANCE FOR LOW-IN-
COME BENEFICIARIES.

(a) INCLUSION IN MEDICARE COST-SHARING.—
Section 1905(p)(3) of the Social Security Act
(42 U.S.C. 1396d(p)(3)) is amended—

(1) in subparagraph (A)—

(A) in clause (i), by striking ‘‘and’ at the
end;

(B) in clause (ii), by inserting ‘“‘and’ at the
end; and

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

‘‘(iii) premiums under section 1860D.’;

(2) in subparagraph (B), by striking ‘‘sec-
tion 1813 and inserting ‘‘sections 1813 and
1860E(b)”’; and

(3) in subparagraph (C), by striking ‘‘sec-
tion 1813 and section 1833(b)”’ and inserting
‘“‘sections 1813, 1833(b), and 1860E(a)’’.

(b) EXPANSION OF MEDICAL ASSISTANCE.—
Section 1902(a)(10)(E) of the Social Security
Act (42 U.S.C. 1396a(a)(10)(E)) is amended—

(1) in clause (iii)—

(A) by striking ‘‘section 1905(p)(3)(A)(ii)”’
and inserting ‘‘clauses (ii) and (iii) of section
1905(p)(3)(A), for the coinsurance described in
section 1860E(b), and for the deductible de-
scribed in section 1860E(a)’’; and

(B) by striking ‘‘and’ at the end;

(2) by redesignating clause (iv) as clause
(vi); and

(3) by inserting after clause (iii) the fol-
lowing new clauses:

‘“(iv) for making medical assistance avail-
able for Medicare cost-sharing described in
section 1905(p)(3)(A)(iii), for the coinsurance
described in section 1860E(b), and for the de-
ductible described in section 1860E(a) for in-
dividuals who would be qualified Medicare
beneficiaries described in section 1905(p)(1)
but for the fact that their income exceeds 120
percent but does not exceed 135 percent of
such official poverty line for a family of the
size involved;

‘“(v) for making medical assistance avail-
able for Medicare cost-sharing described in
section 1905(p)(3)(A)(iii) on a linear sliding
scale based on the income of such individuals
for individuals who would be qualified Medi-
care beneficiaries described in section
1905(p)(1) but for the fact that their income
exceeds 135 percent but does not exceed 175
percent of such official poverty line for a
family of the size involved; and’’.

(c) NONAPPLICABILITY OF RESOURCE RE-

QUIREMENTS TO MEDICARE PART D COST-SHAR-
ING.—Section 1905(p)(1) of the Social Secu-
rity Act (42 U.S.C. 1396d(p)(1)) is amended by
adding at the end the following flush sen-
tence:
“In determining if an individual is a quali-
fied medicare beneficiary under this para-
graph, subparagraph (C) shall not be applied
for purposes of providing the individual with
medicare cost-sharing that consists of pre-
miums under section 1860D, coinsurance de-
scribed in section 1860E(b), or deductibles de-
scribed in section 1860E(a).”.
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(d) NONAPPLICABILITY OF PAYMENT DIF-
FERENTIAL REQUIREMENTS TO MEDICARE PART
D COST-SHARING.—Section 1902(n)(2) of the
Social Security Act (42 U.S.C. 1396a(n)(2)) is
amended by adding at the end the following
new sentence: ‘‘The preceding sentence shall
not apply to coinsurance described in section
1860E(b) or deductibles described in section
1860E(a).”’.

(e) 100 PERCENT FEDERAL MEDICAL ASSIST-
ANCE PERCENTAGE.—The first sentence of sec-
tion 1905(b) of the Social Security Act (42
U.S.C. 1396d(b)) is amended—

(1) by striking ‘“‘and’ before ‘“(3)’’; and

(2) by inserting before the period at the end
the following: ‘‘, and (4) the Federal medical
assistance percentage shall be 100 percent
with respect to medical assistance provided
under clauses (iv) and (v) of section
1902(a)(10)(E)™".

(f) TREATMENT OF TERRITORIES.—Section
1108(g) of such Act (42 U.S.C. 1308(g)) is
amended by adding at the end the following
new paragraph:

“(3) Notwithstanding the preceding provi-
sions of this subsection, with respect to the
first fiscal quarter that begins on or after
the date that is 1 year after the date of en-
actment of the Medicare Prescription Drug
Coverage Act of 2001 and any fiscal year
thereafter, the amount otherwise determined
under this subsection (and subsection (f)) for
the fiscal year for a Commonwealth or terri-
tory shall be increased by the ratio (as esti-
mated by the Secretary) of—

‘““(A) the aggregate amount of payments
made to the 50 States and the District of Co-
lumbia for the fiscal year under title XIX
that are attributable to making medical as-
sistance available for individuals described
in clauses (i), (iii), (iv), and (v) of section
1902(a)(10)(E) for payment of Medicare cost-
sharing that consists of premiums under sec-
tion 1860D, coinsurance described in section
1860E(b), or deductibles described in section
1860E(a); to

‘“(B) the aggregate amount of total pay-
ments made to such States and District for
the fiscal year under such title.”.

(g) CONFORMING AMENDMENTS.—Section
1933 of the Social Security Act (42 U.S.C.
1396u-3) is amended—

(1) in subsection (a), by striking ‘‘section

1902(a)(10)(E)(iv)” and inserting ‘‘section
1902(a)(10)(E)(vi)™’;

(2) in subsection (¢)(2)(A)—

(A) in clause (i), by striking ‘‘section
1902(a)(10)(E)(iv)(I)”’ and inserting ‘‘section
1902(a)(10)(E)(vi)(I)”’; and

(B) in clause (ii), by striking ‘‘section
1902(a)(10)(E)(iv)(II)”’ and inserting ‘‘section
1902(a)(10)(E)(vi)(II)*’;

(3) in subsection (d), by striking ‘‘section
1902(a)(10)(E)(iv)”’ and inserting ‘‘section
1902(a)(10)(E)(vi)”’; and

(4) in subsection (e), by striking ‘‘section
1902(a)(10)(E)(iv)”’ and inserting ‘‘section
1902(a)(10)(E)(vi)”.

(h) EFFECTIVE DATE.—The amendments

made by this section shall apply for medical
assistance provided under section
1902(a)(10)(E) of the Social Security Act (42
U.S.C. 13%6a(a)(10)(E)) on and after the date
that is 1 year after the date of enactment of
this Act.

SEC. 7. MEDIGAP REVISIONS.

Section 1882 of the Social Security Act (42
U.S.C. 1395ss) is amended by adding at the
end the following new subsection:

“(v) MODERNIZED BENEFIT PACKAGES FOR
MEDICARE SUPPLEMENTAL POLICIES.—

‘(1) PROMULGATION OF MODEL REGULA-
TION.—

““(A) NAIC MODEL REGULATION.—If, within 6
months after the date of enactment of the
Medicare Prescription Drug Coverage Act of
2001, the National Association of Insurance
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Commissioners (in this subsection referred
to as the ‘NAIC’) changes the 1991 NAIC
Model Regulation (described in subsection
(p)) to revise the benefit packages classified
as ‘H’, ‘T’, and ‘J’ under the standards estab-
lished by subsection (p)(2) (including the
benefit package classified as ‘J’ with a high
deductible feature, as described in subsection
(p)(11)) so that—

‘(i) the coverage for outpatient prescrip-
tion drugs available under such benefit pack-
ages is replaced with coverage for outpatient
prescription drugs that compliments but
does not duplicate the benefits for out-
patient prescription drugs that beneficiaries
are otherwise entitled to under this title;

‘‘(ii) the revised benefit packages provide a
range of coverage options for outpatient pre-
scription drugs for beneficiaries, but do not
provide coverage for—

‘(I) the deductible under section 1860E(a);
or

““(IT) more than 90 percent of the coinsur-
ance applicable to an individual under sec-
tion 1860E(b);

‘‘(iii) uniform language and definitions are
used with respect to such revised benefits;

“‘(iv) uniform format is used in the policy
with respect to such revised benefits; and

‘(v) such revised standards meet any addi-
tional requirements imposed by the Medi-
care Prescription Drug Coverage Act of 2001;
subsection (g)(2)(A) shall be applied in each
State, effective for policies issued to policy
holders on and after the date that is 1 year
after the date of enactment of the Medicare
Prescription Drug Coverage Act of 2001, as if
the reference to the Model Regulation adopt-
ed on June 6, 1979, were a reference to the
1991 NAIC Model Regulation as changed
under this subparagraph (such changed regu-
lation referred to in this section as the ‘2002
NAIC Model Regulation’).

‘“(B) REGULATION BY THE SECRETARY.—If
the NAIC does not make the changes in the
1991 NAIC Model Regulation within the 6-
month period specified in subparagraph (A),
the Secretary shall promulgate, not later
than 6 months after the end of such period,
a regulation and subsection (g)(2)(A) shall be
applied in each State, effective for policies
issued to policy holders on and after the date
that is 1 year after the date of enactment of
the Medicare Prescription Drug Coverage
Act of 2001, as if the reference to the Model
Regulation adopted on June 6, 1979, were a
reference to the 1991 NAIC Model Regulation
as changed by the Secretary under this sub-
paragraph (such changed regulation referred
to in this section as the ‘2002 Federal Regula-
tion’).

¢“(C) CONSULTATION WITH WORKING GROUP.—
In promulgating standards under this para-
graph, the NAIC or Secretary shall consult
with a working group similar to the working
group described in subsection (p)(1)(D).

‘(D) MODIFICATION OF STANDARDS IF MEDI-
CARE BENEFITS CHANGE.—If benefits (includ-
ing deductibles and coinsurance) under part
D of this title are changed and the Secretary
determines, in consultation with the NAIC,
that changes in the 2002 NAIC Model Regula-
tion or 2002 Federal Regulation are needed to
reflect such changes, the preceding provi-
sions of this paragraph shall apply to the
modification of standards previously estab-
lished in the same manner as they applied to
the original establishment of such standards.

‘‘(2) CONSTRUCTION OF BENEFITS IN OTHER
MEDICARE SUPPLEMENTAL POLICIES.—Nothing
in the benefit packages classified as ‘A’
through ‘G’ under the standards established
by subsection (p)(2) (including the benefit
package classified as ‘F’ with a high deduct-
ible feature, as described in subsection
(p)(11)) shall be construed as providing cov-
erage for benefits for which payment may be
made under part D.
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‘(3) APPLICATION OF PROVISIONS AND CON-
FORMING REFERENCES.—

““(A) APPLICATION OF PROVISIONS.—The pro-
visions of paragraphs (4) through (10) of sub-
section (p) shall apply under this section, ex-
cept that—

‘(i) any reference to the model regulation
applicable under that subsection shall be
deemed to be a reference to the applicable
2002 NAIC Model Regulation or 2002 Federal
Regulation; and

‘(i) any reference to a date under such
paragraphs of subsection (p) shall be deemed
to be a reference to the appropriate date
under this subsection.

‘“(B) OTHER REFERENCES.—Any reference to
a provision of subsection (p) or a date appli-
cable under such subsection shall also be
considered to be a reference to the appro-
priate provision or date under this sub-
section.”.

SEC. 8. COMPREHENSIVE IMMUNOSUPPRESSIVE
DRUG COVERAGE FOR TRANSPLANT

PATIENTS.
(a) IN GENERAL.—Section 1861(s)(2)(J) of
the Social Security Act (42 TU.S.C.

1395x(8)(2)(J)), as amended by section 113(a)
of the Medicare, Medicaid, and SCHIP Bene-
fits Improvement and Protection Act of 2000
(as enacted into law by section 1(a)(6) of Pub-
lic Law 106-5654), is amended by striking ‘, to
an individual who receives’ and all that fol-
lows before the semicolon at the end and in-
serting ‘“‘to an individual who has received
an organ transplant’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to drugs
furnished on or after the date of enactment
of this Act.

SEC. 9. HHS STUDIES AND REPORT TO CONGRESS

REGARDING OUTPATIENT PRE-
SCRIPTION DRUG BENEFIT PRO-
GRAM.

(a) STUDIES.—The Secretary of Health and
Human Services shall conduct a study on the
following:

(1) WAIVER OR REDUCTION OF LATE ENROLL-
MENT PENALTY.—The feasibility and advis-
ability of establishing an annual open enroll-
ment period under the outpatient prescrip-
tion drug benefit program under part D of
title XVIII of the Social Security Act (as
added by section 3) in which the late enroll-
ment penalty under section 1860B(a)(2)(A) of
the Social Security Act (as so added) would
be reduced or would not be applied. Such
study shall include a projection of the costs
if open enrollment was allowed with a re-
duced penalty or without a penalty.

(2) UNIFORM FORMAT FOR PHARMACY BENEFIT
CARDS.—The feasibility and advisability of
establishing a uniform format for pharmacy
benefit cards provided to beneficiaries by eli-
gible entities under such outpatient prescrip-
tion drug benefit program.

(3) DEVELOPMENT OF SYSTEMS TO ELEC-
TRONICALLY TRANSFER PRESCRIPTIONS.—The
feasibility and advisability of developing
systems to electronically transfer prescrip-
tions under such outpatient prescription
drug benefit program from the prescriber to
the pharmacist.

(b) REPORT.—Not later than 9 months after
the date of enactment of this Act, the Sec-
retary of Health and Human Services shall
submit to Congress a report on the results of
the studies conducted under subsection (a),
together with any recommendations for leg-
islation that the Secretary determines to be
appropriate as a result of such studies.

SEC. 10. GAO STUDY AND BIENNIAL REPORTS ON
COMPETITION AND SAVINGS.

(a) ONGOING STUDY.—The Comptroller Gen-
eral of the United States shall conduct an
ongoing study and analysis of the outpatient
prescription drug benefit program under part
D of title XVIII of the Social Security Act
(as added by section 3), including an analysis
of—
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(1) the extent to which the competitive
bidding process under such program fosters
maximum competition and efficiency; and

(2) the savings to the medicare program re-
sulting from such outpatient prescription
drug benefit program, including the reduc-
tion in the number or length of hospital vis-
its.

(b) INITIAL REPORT ON COMPETITIVE BIDDING
PROCESS.—Not later than 9 months after the
date of enactment of this Act, the Comp-
troller General shall submit to Congress a
report on the extent to which the competi-
tive bidding process under the outpatient
prescription drug benefit program under part
D of title XVIII of the Social Security Act
(as added by section 3) is expected to foster
maximum competition and efficiency.

(c) BIENNIAL REPORTS.—Not later than Jan-
uary 1, 2004, and biennially thereafter, the
Comptroller General of the United States
shall submit to Congress a report on the re-
sults of the study conducted under sub-
section (a), together with any recommenda-
tions for legislation that the Comptroller
General determines to be appropriate as a re-
sult of such study.

SEC. 11. MEDPAC STUDY AND ANNUAL REPORTS
ON THE PHARMACEUTICAL MARKET,
PHARMACIES, AND BENEFICIARY AC-
CESS.

(a) ONGOING STUDY.—The Medicare Pay-
ment Advisory Commission shall conduct an
ongoing study and analysis of the outpatient
prescription drug benefit program under part
D of title XVIII of the Social Security Act
(as added by section 3), including an analysis
of the impact of such program on—

(1) the pharmaceutical market, including
costs and pricing of pharmaceuticals, bene-
ficiary access to such pharmaceuticals, and
trends in research and development;

(2) franchise, independent, and rural phar-
macies; and

(3) beneficiary access to outpatient pre-
scription drugs, including an assessment of—

(A) out-of-pocket spending;

(B) generic and brand-name utilization;
and

(C) pharmacists’ services.

(b) REPORT.—Not later than January 1,
2004, and annually thereafter, the Medicare
Payment Advisory Commission shall submit
to Congress a report on the results of the
study conducted under subsection (a), to-
gether with any recommendations for legis-
lation that such Commission determines to
be appropriate as a result of such study.

SEC. 12. APPROPRIATIONS.

In addition to amounts otherwise appro-
priated to the Secretary of Health and
Human Services, there are authorized to be
appropriated to the Secretary for fiscal year
2002 and each subsequent fiscal year such
sums as may be necessary to administer the
outpatient prescription drug benefit program
under part D of title XVIII of the Social Se-
curity Act (as added by section 3).

By Mrs. HUTCHISON (for herself,
Mr. LOTT, Mr. BROWNBACK, Mr.
NICKLES, Mr. KyL, Mr. MUR-
KOWSKI, Mr. ALLEN, Mr. GRAMM,
Mr. CRAPO, Mr. WARNER, Mr.
HAGEL, Mr. BUNNING, Mr. FRIST,

Mr. MCCONNELL, Mr. BURNS,
Mr. ENSIGN, Mr. HELMS, and Mr.
CRAIG):

S. 11. A bill to amend the Internal
Revenue Code of 1986 to eliminate the
marriage penalty by providing that the
income tax rate bracket amounts, and
the amount of the standard deduction,
for joint returns shall be twice the
amounts applicable to unmarried indi-
viduals, and for other purposes; to the
Committee on Finance.
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MARRIAGE PENALTY LEGISLATION

Mrs. HUTCHISON. Mr. President, for
4 years now, I have introduced a bill to
eliminate the marriage penalty tax. I
have said all of these years that I do
not think Americans should have to
choose between love and money. They
should be able to get married and not
be penalized because they do. But in
fact 25 million married couples in
America today do pay a penalty just
because they got married. The sad
thing is, the average penalty they pay
is about $1,400. That is $1,400 that a
young couple would like to have as
they are starting their lives together,
for the things they want: Like the
down payment on the new house or the
new car or the expenses associated
with having children. We want them to
be able to have the money they earn to
make their choices rather than having
Uncle Sam take $1,400 more just be-
cause of what amounts to a glitch in
the Tax Code that requires these mar-
ried couples to pay this penalty.

The bill T have just introduced today,
S. 11, is cosponsored by Senators
BROWNBACK, LOTT, NICKLES, ALLEN,
BUNNING, BURNS, CRAPO, FRIST, GRAMM,
HAGEL, KYL, ENSIGN, MCCONNELL, MUR-
KOWSKI and WARNER.

This is a bill that I hope will have
broad bipartisan support because, in
fact, we have passed it twice and sent
it to the President with bipartisan ma-
jorities in the past. The President has
chose to veto the bills before, but
today we have a new President who I
believe will sign marriage penalty re-
lief. It was part of President Bush’s
campaign. When we send him Marriage
penalty relief for the third time in a bi-
partisan way in Congress, I believe
President Bush will sign it.

I am very pleased this bill will double
the standard deduction for married
couples. Today, if you get married the
standard deduction that two single
people would have is not double. We
want to double the standard deduction.
Two people getting married who have
two incomes but do not itemize would
receive a increase of $1,5600 in their
standard deduction. That is what we
want to do.

Secondly, we will double each tax
bracket for married couples filing a
joint return. For example, if a couple is
in the 15-percent income tax bracket
but they get married and are thrown
into the 30-percent bracket, we want to
provide them relief such that they will
effectively remain in the 15 percent
bracket. This bill would widen the 15-
percent bracket by $9,000 for married
couples.

Congress passed this legislation, and
it was vetoed. Today, I am introducing
this bill. I know we are going to pass it
in this Congress, and I know it will be
signed. This is the beginning of a new
day in our United States of America,
and we are going to eliminate the mar-
riage penalty this year. I will count on
it.

Mr. BURNS. Mr. President, I rise in
support of legislation my colleague
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from Texas introduced today that will
put an end to the ‘‘marriage penalty”
tax. Mr. President, we’ve been fighting
this tax inequity for several years now.
The people of Montana have spoken to
me either through letters or conversa-
tion—they think this tax is unfair.

When we first started working to re-
solve this issue, I was contacted by
Joshua and Jody Hayes of Billings,
Montana. The Hayes paid $971 more in
taxes because they were married than
they would have paid if they remained
single.

In Montana, it is estimated that
nearly 90,000 couples are penalized by
this tax to the tune of $51.5 million—
solely for being married. Making a liv-
ing—supporting a family—is a difficult
task in today’s fast paced economy. A
young couple married today is imme-
diately subject to an additional finan-
cial burden because they want to share
their lives together. The federal tax
system penalizes these young couples.
These are not wealthy people—this ef-
fort to provide tax relief does not dis-
criminate—this effort does not single
out a specific income group. It is a tax
on families.

I, along with my Republican col-
leagues, have made it clear that con-
tinued tax reform and tax relief is nec-
essary, but I can think of no other tax
that has such a dramatic impact on so
many peobple.

If ever there was a disincentive to be
married, this penalty would be it. I be-
lieve this, along with the estate tax, is
one of the most unfair taxes on Ameri-
cans. It is not right for people to be pe-
nalized with higher taxes simply be-
cause they choose to get married.

According to the Congressional Budg-
et Office (CBO), almost half of all mar-
ried couples pay higher taxes due to
their marital status. Cumulatively, the
marriage penalty increases taxes on af-
fected couples by $29 billion per year.
Currently, this tax penalty imposes an
average additional tax of $1400 on 21
million married couples nationwide.

Mr. President, the marriage penalty
can have significantly negative eco-
nomic implications for the country as
a whole as well. Not only does this pen-
alty within the tax system stand as a
likely obstacle to marriage, it can ac-
tually discourage a spouse from enter-
ing the workforce.

By adding together husband and wife
under the rate schedule, tax laws both
encourage families to identify a pri-
mary and secondary worker and then
place an extra burden on the secondary
worker because his or her wages come
on top of the primary earner’s wages.

As the American family realizes
lower income levels, the nation realizes
lower economic output. From a strictly
economic perspective, the fact that po-
tential workers would avoid the labor
force as a result of a tax penalty is a
clear sign of a failure to maximize true
economic output. As a result, the na-
tion as a whole fails to reach its eco-
nomic potential, which is dem-
onstrated by decreased earnings and
international competitiveness.
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Whereas I am very disappointed
President Clinton has vetoed this ini-
tiative in the past, I am confident our
new President will support America’s
families.

Congress has momentum considering
this body has already passed this legis-
lation to correct this inequity. I en-
courage my colleagues to support this
legislation to repeal the marriage pen-
alty.

By Mr. DASCHLE (for himself,
Mr. LEAHY, Mr. SCHUMER, Mr.
DURBIN, Mrs. BOXER, Mr.
BREAUX, Mrs. CLINTON, Mr.
CORZINE, Mr. ROCKEFELLER, Mr.
LEVIN, and Mr. JOHNSON):

S. 16. A bill to improve law enforce-
ment, crime prevention, and victim as-
sistance in the 21st century; to the
Committee on the Judiciary.

21ST CENTURY LAW ENFORCEMENT, CRIME

PREVENTION, AND VICTIMS ASSISTANCE ACT

Mr. DASCHLE. Mr. President, I ask
unanimous consent that the text of the
bill and an analysis of the bill be print-
ed in the RECORD.

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

S. 16

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

SECTION 1. SHORT TITLE AND TABLE OF CON-

TENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘21st Century Law Enforcement, Crime
Prevention, and Victims Assistance Act’.

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

Sec. 1. Short title and table of contents.

TITLE I—SUPPORTING LAW ENFORCE-
MENT AND THE EFFECTIVE ADMINIS-
TRATION OF JUSTICE

Subtitle A—Support for Community
Personnel
Sec. 1101. 21st Century Community Policing
Initiative.

Subtitle B—Protecting Federal, State, and
Local Law Enforcement Officers and the
Judiciary

Sec. 1201. Expansion of protection of Federal

officers and employees from
murder due to their status.

Sec. 1202. Assaulting, resisting, or impeding
certain officers or employees.
Influencing, impeding, or retali-
ating against a Federal official
by threatening a family mem-

ber.

Mailing threatening communica-
tions.

Amendment of the sentencing
guidelines for assaults and
threats against Federal judges
and certain other Federal offi-
cials and employees.

Killing persons aiding Federal in-
vestigations or State correc-
tional officers.

Killing State correctional officers.

Establishment of protective func-
tion privilege.

Subtitle C—Disarming Felons and
Protecting Children From Violence
PART 1—EXTENSION OF PROJECT EXILE
Sec. 1311. Authorization of funding for addi-
tional State and local gun pros-

ecutors.

Sec. 1208.

1204.

Sec.

Sec. 1205.

Sec. 1206.

1207.
1208.

Sec.
Sec.
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Sec. 1312. Authorization of funding for addi-
tional Federal firearms pros-
ecutors and gun enforcement
teams.

PART 2—EXPANSION OF THE YOUTH CRIME GUN

INTERDICTION INITIATIVE

Sec. 1321. Youth Crime Gun Interdiction Ini-
tiative.

PART 3—GUN OFFENSES

Gun ban for dangerous juvenile of-
fenders.

Improving firearms safety.

Juvenile handgun safety.

Serious juvenile drug offenses as
armed career criminal predi-
cates.

Increased penalty for transferring
a firearm to a minor for use in
crime of violence or drug traf-
ficking crime.

Sec. 1336. Increased penalty for

conspiracy.
PART 4—CLOSING THE GUN SHOW LOOPHOLE

Sec. 1341. Extension of Brady background

checks to gun shows.

Subtitle D—Assistance to States for Pros-
ecuting and Punishing Juvenile Offenders,
and Reducing Juvenile Crime

Sec. 1401. Juvenile and violent offender in-

carceration grants.

Sec. 1402. Certain punishment and graduated

sanctions for youth offenders.

Sec. 1403. Pilot program to promote replica-

tion of recent successful juve-
nile crime reduction strategies.

Sec. 1404. Reimbursement of States for costs

of incarcerating juvenile alien
offenders.
Subtitle E—Ballistics, Law Assistance, and
Safety Technology

1501. Short title.

1502. Purposes.

1503. Definition of ballistics.

1504. Test firing and automated storage

of ballistics records.

1505. Privacy rights of law abiding citi-

Zens.

1506. Demonstration firearm crime re-

duction strategy.

Subtitle F—Offender Reentry and
Community Safety

Sec. 1601. Short title.

Sec. 1602. Findings.

Sec. 1603. Purposes.

PART 1—FEDERAL REENTRY DEMONSTRATION

PROJECTS

Sec. 1611. Federal reentry center demonstra-
tion.

Federal high-risk offender reentry
demonstration.

District of Columbia Intensive Su-
pervision, Tracking, and Re-
entry Training (DC iSTART)
Demonstration.

Federal Intensive Supervision,
Tracking, and Reentry Train-
ing (FED iSTART) Demonstra-
tion.

Federal enhanced in-prison voca-
tional assessment and training
and demonstration.

Research and reports to Congress.

Sec. 1617. Definitions.

Sec. 1618. Authorization of appropriations.

PART 2—STATE REENTRY GRANT PROGRAMS

Sec. 1621. Amendments to the Omnibus
Crime Control and Safe Streets
Act of 1968.

TITLE II-STRENGTHENING THE
FEDERAL CRIMINAL LAWS

Subtitle A—Combating Gang Violence

PART 1 —ENHANCED PENALTIES FOR GANG-
RELATED ACTIVITIES

Sec. 2101. Gang franchising.

Sec. 1331.
1332.
1333.
1334.

Sec.
Sec.
Sec.

Sec. 1335.

firearms

Sec.
Sec.
Sec.
Sec.
Sec.

Sec.

Sec. 1612.

Sec. 1613.

Sec. 1614.

Sec. 1615.

Sec. 1616.

Sec. 2102. Enhanced penalty for use or re-

cruitment of minors in gangs.

Sec. 2103. Gang franchising as a RICO predi-
cate.

Increase in offense level for par-
ticipation in crime as gang
member.

Enhanced penalty for discharge of
firearms in relation to counts
of violence or drug trafficking
crimes.

Punishment of arson or bombing
at facilities receiving Federal
financial assistance.

Elimination of statute of limita-
tions for murder.

Extension of statute of limitations
for violent and drug trafficking
crimes.

Increased penalties under the
RICO law for gang and violent
crimes.

Increased penalty and broadened
scope of statute against violent
crimes in aid of racketeering.

Facilitating the prosecution of
carjacking offenses.

Facilitation of RICO prosecutions.

Assault as a RICO predicate.

Expansion of definition of ‘‘rack-
eteering activity” to affect
gangs in Indian country.

Increased penalties for violence in
the course of riot offenses.

Expansion of Federal jurisdiction
over crimes occurring in pri-
vate penal facilities housing
Federal prisoners or prisoners
from other States.

PART 2—TARGETING GANG-RELATED GUN
OFFENSES

Sec. 2121. Transfer of firearm to commit a
crime of violence.

Sec. 2122. Increased penalty for knowingly
receiving firearm with obliter-
ated serial number.

Sec. 2123. Amendment of the sentencing
guidelines for transfers of fire-
arms to prohibited persons.

PART 3—USING AND PROTECTING WITNESSES
TO HELP PROSECUTE GANGS AND OTHER VIO-
LENT CRIMINALS

Sec. 2131. Interstate travel to engage in wit-
ness intimidation or obstruc-
tion of justice.

Expanding pretrial detention eli-
gibility for serious gang and
other violent criminals.

Conspiracy penalty for obstruc-
tion of justice offenses involv-
ing victims, witnesses, and in-
formants.

Allowing a reduction of sentence
for providing useful investiga-
tive information although not
regarding a particular indi-
vidual.

Increasing the penalty for using
physical force to tamper with
witnesses, victims, or inform-
ants.

Expansion of Federal kidnapping
offense to cover when death of
victim occurs before crossing
State line and when facility in
interstate commerce or the
mails are used.

Assaults or other crimes of vio-
lence for hire.

Clarification of interstate threat
statute to cover threats to kill.

Conforming amendment to law
punishing obstruction of justice
by notification of existence of a
subpoena for records in certain
types of investigations.

Sec. 2104.

Sec. 2105.

Sec. 2106.

Sec. 2107.

Sec. 2108.

Sec. 2109.

Sec. 2110.

Sec. 2111.
2112.
2113.
2114.

Sec.
Sec.
Sec.

Sec. 2115.

Sec. 2116.

Sec. 2132.

Sec. 2133.

Sec. 2134.

Sec. 2135.

Sec. 2136.

Sec. 2137.

Sec. 2138.

Sec. 2139.

Sec

Sec
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PART 4—GANG PARAPHERNALIA

. 2141.

. 2142.

. 2143.

. 2144.

. 2145.

Streamlining procedures for law
enforcement access to clone nu-
meric pagers.

Sentencing enhancement for using
body armor in commission of a
felony.

Sentencing enhancement for using
laser sighting devices in com-
mission of a felony.

Government access to location in-
formation.

Limitation on obtaining trans-
actional information from pen
registers or trap and trace de-
vices.

Subtitle B—Combating Money Laundering

Sec
Sec

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.
Sec.
Sec.
Sec.
Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

. 2201.
. 2202.

2203.

2204.

2205.

2206.

2207.

2208.

2209.

2210.

2211.

2212.

2213.

2214.

2215.

2216.

2217.
2218.
2219.
2220.
2221.
2222.

2223.

Short title.

Illegal money transmitting busi-
nesses.

Restraint of assets of persons ar-
rested abroad.

Civil money laundering jurisdic-
tion over foreign persons.

Punishment of laundering money
through foreign banks.

Addition of serious foreign crimes
to list of money laundering
predicates.

Criminal forfeiture for
laundering conspiracies.

Fungible property in foreign bank
accounts.

Admissibility of foreign business
records.

Charging money laundering as a
course of conduct.

Venue in money laundering cases.

Technical amendment to restore
wiretap authority for certain
money laundering offenses.

Criminal penalties for violations
of anti-money laundering or-
ders.

Encouraging financial institutions
to notify law enforcement au-
thorities of suspicious financial
transactions.

Coverage of foreign bank branches
in the territories.

Conforming statute of limitations
amendment for certain bank
fraud offenses.

Jurisdiction over certain financial
crimes committed abroad.

Knowledge that the property is
the proceeds of a felony.

Money laundering transactions;
commingled accounts.

Laundering the proceeds of ter-
rorism.

Violations of section 6050i.

Including agencies of tribal gov-
ernments in the definition of a
financial institution.

Penalties for violations of geo-
graphic targeting orders and
certain recordkeeping require-
ments.

money

Subtitle C—Antidrug Provisions

2301.

2302.

2303.

2304.

2305.

2306.

2307.

Amendments concerning tem-
porary emergency scheduling.
Amendment to reporting require-

ment for transactions involving
certain listed chemicals.
Drug paraphernalia.

Counterfeit substances/imitation
controlled substances.
Conforming amendment con-

cerning marijuana plants.
Serious juvenile drug trafficking
offenses as armed career crimi-
nal act predicates.
Increased penalties for using Fed-
eral property to grow or manu-
facture controlled substances.
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Sec. 2308. Clarification of length of super-
vised release terms in con-
trolled substance cases.

2309. Supervised release period after
conviction for continuing
criminal enterprise.

2310. Technical correction to ensure
compliance of sentencing guide-
lines with provisions of all Fed-
eral statutes.

2311. Import and export of chemicals
used to produce illicit drugs.

Subtitle D—Deterring Cargo Theft

2351. Punishment of cargo theft.

2352. Reports to Congress on cargo
theft.

Establishment of Advisory Com-
mittee on Cargo Theft.

Addition of attempted theft and
counterfeiting offenses to
eliminate gaps and inconsist-
encies in coverage.

Clarification of scienter require-
ment for receiving property
stolen from an Indian tribal or-
ganization.

Larceny involving post office
boxes and postal stamp vending
machines.

Expansion of Federal theft of-
fenses to cover theft of vessels.

Subtitle E—Improvements to Federal

Criminal Law

PART 1—SENTENCING IMPROVEMENTS

2411. Application of sentencing guide-
lines to all pertinent statutes.
Doubling maximum penalty for

voluntary manslaughter.

Authorization of imposition of
both a fine and imprisonment
rather than only either penalty
in certain offenses.

Addition of supervised release vio-
lation as predicates for certain
offenses.

Authority of court to impose a
sentence of probation or super-
vised release when reducing a
sentence of imprisonment in
certain cases.

Elimination of proof of value re-
quirement for felony theft or
conversion of grand jury mate-
rial.

Increased maximum
penalty for
tions.

Sec. 2418. Amendment of Federal sentencing

guidelines for counterfeit bear-

er obligations of the United

States.

PART 2—ADDITIONAL IMPROVEMENTS TO
FEDERAL CRIMINAL LAW

Violence directed at dwellings in
Indian country.

Corrections to Amber Hagerman
Child Protection Act.

Elimination of ‘‘bodily harm” ele-
ment in assault with a dan-
gerous weapon offense.

Appeals from certain dismissals.

Authority for injunction against
disposal of ill-gotten gains from
violations of fraud statutes.

Expansion of interstate travel
fraud statute to cover inter-
state travel by perpetrator.

Clarification of scope of unauthor-
ized selling of military medals
or decorations.

Amendment to section 669 to con-
form to Public Law 104-294.

Expansion of jurisdiction over
child buying and selling of-
fenses.

Limits on disclosure of wiretap or-
ders.

Sec.

Sec.

Sec.

Sec.
Sec.
Sec. 2353.

Sec. 2354.

Sec. 2355.

Sec. 2356.

Sec. 2357.

Sec.

Sec. 2412.

Sec. 2413.

Sec. 2414.

Sec. 2415.

Sec. 2416.

Sec. 2417. corporate

antitrust viola-

Sec. 2421.
Sec. 2422.

Sec. 2423.

2424.
2425.

Sec.
Sec.

Sec. 2426.

Sec. 2427.

Sec. 2428.

Sec. 2429.

Sec. 2430.
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Sec. 2431. Prison credit and aging prisoner
reform.
Sec. 2432. Miranda reaffirmation.
TITLE III—PROTECTING AMERICANS
AND SUPPORTING VICTIMS OF CRIME

Subtitle A—Crime Victims Assistance

Sec. 3101. Short title.

PART 1—VICTIM RIGHTS

Sec. 3111. Right to notice and to be heard
concerning detention.

Sec. 3112. Right to a speedy trial.

Sec. 3113. Right to notice and to be heard
concerning plea.

Sec. 3114. Enhanced participatory rights at
trial.

Sec. 3115. Right to notice and to be heard
concerning sentence.

Sec. 3116. Right to notice and to be heard
concerning sentence adjust-
ment.

Sec. 3117. Right to notice of release or es-
cape.

Sec. 3118. Right to notice and to be heard

concerning executive clemency.
Sec. 3119. Remedies for noncompliance.

PART 2—VICTIM ASSISTANCE INITIATIVES

Sec. 3121. Pilot programs to establish om-
budsman programs for crime
victims.

Sec. 3122. Amendments to Victims of Crime
Act of 1984.

Sec. 3123. Increased training for law enforce-
ment officers and court per-
sonnel to respond to the needs
of crime victims.

Sec. 3124. Increased resources to develop
State-of-the-art systems for no-
tifying crime victims of impor-
tant dates and developments.

PART 3—VICTIM-OFFENDER PROGRAMS:
“RESTORATIVE JUSTICE”’

Sec. 3131. Pilot program and study on effec-
tiveness of restorative justice
approach on behalf of victims of
crime.

Subtitle B—Violence Against Women Act
Enhancements

3201. Shelter services for
women and children.

3202. Transitional housing assistance
for victims of domestic vio-
lence.

3203. Family
project.

Subtitle C—Senior Safety

Sec. 3301. Short title.

Sec. 3302. Findings and purposes.

Sec. 3303. Definitions.

PART 1—COMBATING CRIMES AGAINST SENIORS

Sec. 3311. Enhanced sentencing penalties
based on age of victim.

Study and report on health care
fraud sentences.

3313. Increased penalties for fraud re-
sulting in serious injury or
death.

Safeguarding pension plans from
fraud and theft.

3315. Additional civil penalties for de-
frauding pension plans.

Punishing bribery and graft in
connection with employee ben-
efit plans.

PART 2—PREVENTING TELEMARKETING FRAUD

Sec. 3321. Centralized complaint and con-
sumer education service for vic-
tims of telemarketing fraud.

Sec. 3322. Blocking of telemarketing scams.

PART 3—PREVENTING HEALTH CARE FRAUD

Sec. 3331. Injunctive authority relating to
false claims and illegal kick-
back schemes involving Federal
health care programs.

Sec. battered

Sec.

Sec. unity demonstration

Sec. 3312.

Sec.

Sec. 3314.
Sec.

Sec. 3316.
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Authorized investigative demand
procedures.

Extending antifraud safeguards to
the Federal employee health
benefits program.

Grand jury disclosure.

Increasing the effectiveness of
civil investigative demands in
false claims investigations.

PART 4—PROTECTING THE RIGHTS OF ELDERLY

CRIME VICTIMS

Sec. 3341. Use of forfeited funds to pay res-
titution to crime victims and
regulatory agencies.

Sec. 3342. Victim restitution.

Sec. 3343. Bankruptcy proceedings not used
to shield illegal gains from
false claims.

Sec. 3344. Forfeiture for retirement offenses.
Subtitle D—Violent Crime Reduction Trust
Fund
Sec. 3401. Extension of violent crime reduc-

tion trust fund.

TITLE IV—BREAKING THE CYCLE OF
DRUGS AND VIOLENCE
Subtitle A—Drug Courts, Drug Treatment,
and Alternative Sentencing
PART 1—EXPANSION OF DRUG COURTS

Sec. 4111. Reauthorization of drug courts
program.

Sec. 4112. Juvenile drug courts.

PART 2—ZERO TOLERANCE DRUG TESTING

Sec. 3332.

Sec. 3333.

Sec. 3334.
Sec. 3335.

Sec. 4121. Grant authority.

Sec. 4122. Administration.

Sec. 4123. Applications.

Sec. 4124. Federal share.

Sec. 4125. Geographic distribution.

Sec. 4126. Technical assistance, training,
and evaluation.

Sec. 4127. Authorization of appropriations.

Sec. 4128. Permanent set-aside for research
and evaluation.

Sec. 4129. Additional requirements for the
use of funds under the violent
offender incarceration and
truth-in-sentencing grant pro-
grams.

PART 3—DRUG TREATMENT

Sec. 4131. Drug treatment alternative to
prison programs administered
by State or local prosecutors.

Sec. 4132. Substance abuse treatment in
Federal prisons reauthoriza-
tion.

Sec. 4133. Residential substance abuse treat-

ment for State prisoners reau-
thorization

Sec. 4134. Drug treatment for juveniles.

PART 4—FUNDING FOR DRUG FREE COMMUNITY

PROGRAMS

Sec. 4141. Extension of safe and drug-free
schools and communities pro-
gram.

Sec. 4142. Say No to Drugs community cen-

ters.

Sec. 4143. Drug education and prevention re-
lating to youth gangs.

Sec. 4144. Drug education and prevention
program for runaway and home-
less youth.

Subtitle B—Youth Crime Prevention and
Juvenile Courts
PART 1—GRANTS TO YOUTH ORGANIZATIONS

Sec. 4211. Grant program.

Sec. 4212. Grants to national organizations.

Sec. 4213. Grants to States.

Sec. 4214. Allocation; grant limitation.

Sec. 4215. Report and evaluation.

Sec. 4216. Authorization of appropriations.

Sec. 4217. Grants to public and private agen-
cies.

PART 2—REAUTHORIZATION OF INCENTIVE
GRANTS FOR LOCAL DELINQUENCY PREVEN-
TION PROGRAMS

Sec. 4221. Incentive grants for local delin-
quency prevention programs.
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Sec. 4222. Research, evaluation, and train-
ing.
PART 3—JUMP AHEAD

Short title.

Findings.

Juvenile mentoring grants.

Implementation and evaluation
grants.

4235. Evaluations; reports.

PART 4—TRUANCY PREVENTION
4241. Short title.
Sec. 4242. Findings.
Sec. 4243. Grants.
PART 5—JUVENILE CRIME CONTROL AND
DELINQUENCY PREVENTION ACT

4251. Short title.

4252. Findings.

4253. Purpose.

4254. Definitions.

4255. Name of office.

4256. Concentration of Federal effort.

4257. Allocation.

4258. State plans.

4259. Juvenile delinquency prevention
block grant program.

Research; evaluation;
assistance; training.

Demonstration projects.

Authorization of appropriations.

Administrative authority.

Use of funds.

Limitation on use of funds.

Rules of construction.

Leasing surplus Federal property.

Issuance of rules.

Technical and conforming amend-
ments.

Sec. 4270. References.

PART 6—LOCAL GUN VIOLENCE PREVENTION
PROGRAMS

Sec. 4271. Competitive grants for children’s
firearm safety education.
Sec. 4272. Dissemination of best practices
via the Internet.
Sec. 4273. Grant priority for tracing of guns
used in crimes by juveniles.
TITLE I—SUPPORTING LAW ENFORCE-
MENT AND THE EFFECTIVE ADMINIS-
TRATION OF JUSTICE

Subtitle A—Support for Community
Personnel
SEC. 1101. 21ST CENTURY COMMUNITY POLICING
INITIATIVE.

(a) COPS PROGRAM.—Section 1701(a) of
title I of the Omnibus Crime Control and
Safe Streets Act of 1968 (42 U.S.C. 3796dd(a))
is amended by—

(1) inserting ‘‘and prosecutor’ after ‘‘in-
crease police’’; and

(2) inserting ‘‘to enhance law enforcement
access to new technologies, and” after ‘‘pres-
ence,”’.

(b) HIRING AND REDEPLOYMENT GRANT
PROJECTS.—Section 1701(b) of title I of the
Omnibus Crime Control and Safe Streets Act
of 1968 (42 U.S.C. 3796dd(b)) is amended—

(1) in paragraph (1)—

(A) by striking ‘“‘and” at the end of sub-
paragraph (B) and inserting after ‘‘Nation,”
‘“‘or pay overtime to existing career law en-
forcement officers;’’;

(B) by striking the period at the end of
subparagraph (C) and inserting ‘‘; and’’; and

(C) by adding at the end the following:

‘(D) promote higher education among in-
service State and local law enforcement offi-
cers by reimbursing them for the costs asso-
ciated with seeking a college or graduate
school education.”; and

(2) in paragraph (2), by striking all that
follows ‘‘SUPPORT SYSTEMS.—’’ and inserting
“Grants pursuant to paragraph (1)(A) for
overtime may not exceed 25 percent of the
funds available for grants pursuant to this
subsection for any fiscal year; grants pursu-

4231.
4232.
4233.
4234.

Sec.
Sec.
Sec.
Sec.

Sec.

Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec. 4260. technical
4261.
4262.
4263.
4264.
4265.
4266.
42617.
4268.
4269.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
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ant to paragraph (1)(C) may not exceed 20
percent of the funds available for grants pur-
suant to this subsection in any fiscal year,
and grants pursuant to paragraph (1)(D) may
not exceed 5 percent of the funds available
for grants pursuant to this subsection for
any fiscal year.”.

(c) ADDITIONAL GRANT PROJECTS.—Section
1701(d) of title I of the Omnibus Crime Con-
trol and Safe Streets Act of 1968 (42 U.S.C.
3796dd(d)) is amended—

(1) in paragraph (2)—

(A) by inserting ‘‘integrity and ethics”
after ‘‘specialized’’; and

(B) by inserting ‘“‘and’ after ‘‘enforcement
officers’’;

(2) in paragraph (7), by inserting ‘‘school
officials, religiously affiliated organiza-
tions,” after ‘‘enforcement officers’’;

(3) by striking paragraph (8) and inserting
the following:

‘“(8) establish school-based partnerships be-
tween local law enforcement agencies and
local school systems, by using school re-
source officers who operate in and around el-
ementary and secondary schools to serve as
a law enforcement liaison with other Fed-
eral, State, and local law enforcement and
regulatory agencies, combat school-related
crime and disorder problems, gang member-
ship and criminal activity, firearms and ex-
plosives-related incidents, illegal use and
possession of alcohol and illegal possession,
use, and distribution of drugs;’’;

(4) in paragraph (10), by striking ‘“‘and” at
the end;

(5) in paragraph (11), by striking the period
that appears at the end and inserting a semi-
colon; and

(6) by adding at the end the following:

‘“(12) develop and implement innovative
programs (such as the TRIAD program) that
bring together a community’s sheriff, chief
of police, and elderly residents to address the
public safety concerns of older citizens; and

‘(13) assist State, local, or tribal prosecu-
tors’ offices in the implementation of com-
munity-based programs that build on local
community efforts through the—

‘“(A) hiring of additional indigent defense
attorneys to be assigned to community pro-
grams; and

‘(B) establishment of programs to assist
local indigent defense offices in the imple-
mentation of programs that help them iden-
tify and respond to priority needs of a com-
munity with specifically tailored solu-
tions.”.

(d) TECHNICAL ASSISTANCE.—Section 1701(f)
of title I of the Omnibus Crime Control and
Safe Streets Act of 1968 (42 U.S.C. 3796dd(f))
is amended—

(1) in paragraph (1)—

(A) by inserting ‘‘use up to 5 percent of the
funds appropriated under subsection (a) to”’
after ‘“The Attorney General may’’;

(B) by inserting at the end the following:
“In addition, the Attorney General may use
up to 5 percent of the funds appropriated
under subsections (d), (e), and (f) for tech-
nical assistance and training to States, units
of local government, Indian tribal govern-
ments, and to other public and private enti-
ties for those respective purposes,’’;

(2) in paragraph (2), by inserting ‘‘under
subsection (a)”’ after ‘‘the Attorney Gen-
eral’’; and

(3) in paragraph (3)—

(A) by striking ‘‘the Attorney General
may’’ and inserting ‘‘the Attorney General
shall”’;

(B) by inserting ‘‘regional community po-
licing institutes’ after ‘‘operation of’’; and

(C) by inserting ‘‘representatives of police
labor and management organizations, com-
munity residents,”” after ‘‘supervisors,”’.

(e) TECHNOLOGY AND PROSECUTION PRO-
GRAMS.—Section 1701 of title I of the Omni-
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bus Crime Control and Safe Streets Act of
1968 (42 U.S.C. 3796dd) is amended by—

(1) striking subsection (k);

(2) redesignating subsections (f) through (j)
as subsections (g) through (k), respectively;
and

(3) striking subsection (e) and inserting the
following:

“(e) LAW ENFORCEMENT TECHNOLOGY PRO-
GRAM.—Grants made under subsection (a)
may be used to assist police departments, in
employing professional, scientific, and tech-

nological advancements that will help
them—
‘(1 improve police communications

through the use of wireless communications,
computers, software, videocams, databases,
and other hardware and software that allow
law enforcement agencies to communicate
more effectively across jurisdictional bound-
aries and effectuate interoperability;

‘(2) develop and improve access to crime-
solving technologies, including DNA anal-
ysis, photo enhancement, voice recognition,
and other forensic capabilities; and

‘(3) promote comprehensive crime analysis
by utilizing new techniques and tech-
nologies, such as crime mapping, that allow
law enforcement agencies to use real-time
crime and arrest data and other related in-
formation, including non-criminal justice
data, to improve their ability to analyze,
predict, and respond proactively to local
crime and disorder problems, as well as to
engage in regional crime analysis.

¢“(f) COMMUNITY-BASED PROSECUTION PRO-
GRAM.—Grants made under subsection (a)
may be used to assist State, local, or tribal
prosecutors’ offices in the implementation of
community-based prosecution programs that
build on local community policing efforts.
Funds made available under this subsection
may be used to—

‘(1) hire additional prosecutors who will be
assigned to community prosecution pro-
grams, including (but not limited to) pro-
grams that assign prosecutors to handle
cases from specific geographic areas, to ad-
dress specific violent crime and other local
crime problems (including intensive illegal
gang, gun, and drug enforcement projects
and quality of life initiatives), and to address
localized violent and other crime problems
based on needs identified by local law en-
forcement agencies, community organiza-
tions, and others;

‘(2) redeploy existing prosecutors to com-
munity prosecution programs as described in
paragraph (1) of this section by hiring victim
and witness coordinators, paralegals, com-
munity outreach, and other such personnel;
and

““(3) establish programs to assist local pros-
ecutors’ offices in the implementation of
programs that help them identify and re-
spond to priority crime problems in a com-
munity with specifically tailored solutions.
At least 75 percent of the funds made avail-
able under this subsection shall be reserved
for grants under paragraphs (1) and (2) and of
those amounts no more than 10 percent may
be used for grants under paragraph (2) and at
least 25 percent of the funds shall be reserved
for grants under paragraphs (1) and (2) to
units of local government with a population
of less than 50,000.”".

(f) RETENTION GRANTS.—Section 1703 of
title I of the Omnibus Crime Control and
Safe Streets Act of 1968 (42 U.S.C. 3796dd-2) is
amended by inserting at the end the fol-
lowing:

‘(d) RETENTION GRANTS.—The Attorney
General may use no more than 50 percent of
the funds under subsection (a) to award
grants targeted specifically for retention of
police officers to grantees in good standing,
with preference to those that demonstrate fi-
nancial hardship or severe budget constraint
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that impacts the entire local budget and
may result in the termination of employ-
ment for police officers funded under sub-
section (b)(1).”.

(g) HIRING COSTS.—Section 1704(c) of title I
of the Omnibus Crime Control and Safe
Streets Act of 1968 (42 U.S.C. 3796dd-3(c)) is
amended by striking ‘‘$75,000” and inserting
¢‘$125,000"".

(h) DEFINITIONS.—

(1) CAREER LAW ENFORCEMENT OFFICER.—
Section 1709(1) of title I of the Omnibus
Crime Control and Safe Streets Act of 1968
(42 U.S.C. 3796dd-8) is amended by inserting
after ‘“‘criminal laws’ the following: ‘‘includ-
ing sheriffs’ deputies charged with super-
vising offenders who are released into the
community but also engaged in local com-
munity policing efforts.”.

(2) SCHOOL RESOURCE OFFICER.—Section
1709(4) of title I of the Omnibus Crime Con-
trol and Safe Streets Act of 1968 (42 U.S.C.
3796dd-8) is amended—

(A) by striking subparagraph (A) and in-
serting the following:

““(A) to serve as a law enforcement liaison
with other Federal, State, and local law en-
forcement and regulatory agencies, to ad-
dress and document crime and disorder prob-
lems including gangs and drug activities,
firearms and explosives-related incidents,
and illegal use and possession of alcohol af-
fecting or occurring in or around an elemen-
tary or secondary school;’’;

(B) by striking subparagraph (E) and in-
serting the following:

‘“(BE) to train students in conflict resolu-
tion, restorative justice, and crime aware-
ness, and to provide assistance to and coordi-
nate with other officers, mental health pro-
fessionals, and youth counselors who are re-
sponsible for the implementation of preven-
tion/intervention programs within the
schools;”’; and

(C) by adding at the end the following:

“(H) to work with school administrators,
members of the local parent teacher associa-
tions, community organizers, law enforce-
ment, fire departments, and emergency med-
ical personnel in the creation, review, and
implementation of a school violence preven-
tion plan;

“(I) to assist in documenting the full de-
scription of all firearms found or taken into
custody on school property and to initiate a
firearms trace and ballistics examination for
each firearm with the local office of the Bu-
reau of Alcohol, Tobacco, and Firearms;

‘(J) to document the full description of all
explosives or explosive devices found or
taken into custody on school property and
report to the local office of the Bureau of Al-
cohol, Tobacco, and Firearms; and

“(K) to assist school administrators with
the preparation of the Department of Edu-
cation, Annual Report on State Implementa-
tion of the Gun-Free Schools Act which
tracks the number of students expelled per
year for bringing a weapon, firearm, or ex-
plosive to school.”.

(i) AUTHORIZATION OF APPROPRIATIONS.—
Section 1001(a)(11) of title I of the Omnibus
Crime Control and Safe Streets Act of 1968
(42 U.S.C. 3793(a)(11)) is amended—

(1) by amending subparagraph (A) to read
as follows:

‘““(A) There are authorized to be appro-
priated to carry out part Q, to remain avail-
able until expended—

‘(i) $1,150,000,000 for fiscal year 2002;

‘(ii) $1,150,000,000 for fiscal year 2003;

¢4(iii) $1,150,000,000 for fiscal year 2004;

““(iv) $1,150,000,000 for fiscal year 2005;

““(v) $1,150,000,000 for fiscal year 2006; and

““(vi) $1,150,000,000 for fiscal year 2007.”’; and

(2) in subparagraph (B)—

(A) by striking ‘3 percent’ and inserting
‘5 percent’’;
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(B) by striking ‘‘85 percent’ and inserting
¢‘$600,000,000”’; and

(C) by striking “1701(b),” and all that fol-
lows through ‘‘of part Q’ and inserting the
following: “1701 (b) and (c), $350,000,000 to
grants for the purposes specified in section
1701(f), and $200,000,000 to grants for the pur-
poses specified in section 1701(g).”.

Subtitle B—Protecting Federal, State, and
Local Law Enforcement Officers and the
Judiciary

SEC. 1201. EXPANSION OF PROTECTION OF FED-

ERAL OFFICERS AND EMPLOYEES
FROM MURDER DUE TO THEIR STA-
TUS.

Section 1114 of title 18, United States Code,
is amended—

(1) by inserting ‘‘or because of the status of
the victim as such an officer or employee,”
after ‘‘on account of the performance of offi-
cial duties,””; and

(2) by inserting ‘‘or, if the person assisting
is an officer or employee of a State or local
government, because of the status of the vic-
tim as such an officer or employee,” after
‘‘on account of that assistance,”.

SEC. 1202. ASSAULTING, RESISTING, OR IMPED-

ING CERTAIN OFFICERS OR EM-
PLOYEES.

Section 111 of title 18, United States Code,
is amended—

(1) in subsection (a), by striking ‘‘three”’
and inserting ‘‘12”’; and

(2) in subsection (b), by striking ‘‘ten’’ and
inserting ‘20”.

SEC. 1203. INFLUENCING, IMPEDING, OR RETALI-

ATING AGAINST A FEDERAL OFFI-
CIAL BY THREATENING A FAMILY
MEMBER.

Section 115(b)(4) of title 18, United States
Code, is amended—

(1) by striking “five” and inserting ‘10”’;
and

(2) by striking ‘‘three’’ and inserting “‘6”’.
SEC. 1204. MAILING THREATENING COMMUNICA-

TIONS.

Section 876 of title 18, United States Code,
is amended—

(1) by designating the first 4 undesignated
paragraphs as subsections (a) through (d), re-
spectively;

(2) in subsection (c), as so designated, by
adding at the end the following: “If such a
communication is addressed to a United
States judge, a Federal law enforcement offi-
cer, or an official who is covered by section
1114, the individual shall be fined under this
title, imprisoned not more than 10 years, or
both.”’; and

(3) in subsection (d), as so designated, by
adding at the end the following: “If such a
communication is addressed to a TUnited
States judge, a Federal law enforcement offi-
cer, or an official who is covered by section
1114, the individual shall be fined under this
title, imprisoned not more than 10 years, or
both.”.

SEC. 1205. AMENDMENT OF THE SENTENCING

GUIDELINES FOR ASSAULTS AND
THREATS AGAINST FEDERAL
JUDGES AND CERTAIN OTHER FED-
ERAL OFFICIALS AND EMPLOYEES.

(a) IN GENERAL.—Pursuant to its authority
under section 994 of title 28, United States
Code, the United States Sentencing Commis-
sion shall review and amend the Federal sen-
tencing guidelines and the policy statements
of the Commission, if appropriate, to provide
an appropriate sentencing enhancement for
offenses involving influencing, assaulting,
resisting, impeding, retaliating against, or
threatening a Federal judge, magistrate
judge, or any other official described in sec-
tion 111 or 115 of title 18, United States Code.

(b) FACTORS FOR CONSIDERATION.—In car-
rying out this section, the United States
Sentencing Commission shall consider, with
respect to each offense described in sub-
section (a)—
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(1) any expression of congressional intent
regarding the appropriate penalties for the
offense;

(2) the range of conduct covered by the of-
fense;

(3) the existing sentences for the offense;

(4) the extent to which sentencing en-
hancements within the Federal sentencing
guidelines and the court’s authority to im-
pose a sentence in excess of the applicable
guideline range are adequate to ensure pun-
ishment at or near the maximum penalty for
the most egregious conduct covered by the
offense;

(5) the extent to which Federal sentencing
guideline sentences for the offense have been
constrained by statutory maximum pen-
alties;

(6) the extent to which Federal sentencing
guidelines for the offense adequately achieve
the purposes of sentencing as set forth in
section 3553(a)(2) of title 18, United States
Code;

(7) the relationship of Federal sentencing
guidelines for the offense to the Federal sen-
tencing guidelines for other offenses of com-
parable seriousness; and

(8) any other factors that the Commission
considers to be appropriate.

SEC. 1206. KILLING PERSONS AIDING FEDERAL
INVESTIGATIONS OR STATE COR-
RECTIONAL OFFICERS.

Section 1121(a)(1) of title 18, United States
Code, is amended in the matter preceding
subparagraph (A), by inserting ¢, State, or
joint Federal-State’ after ‘‘a Federal”.

SEC. 1207. KILLING STATE CORRECTIONAL OFFI-
CERS.

Section 1121(b)(3) of title 18, United States
Code, is amended—

(1) in subparagraph (A), by striking ‘‘or’ at
the end;

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

(3) by adding at the end the following:

‘(C) the incarcerated person is incarcer-
ated pending an initial appearance, arraign-
ment, trial, or appeal for an offense against
the United States.”.

SEC. 1208. ESTABLISHMENT OF PROTECTIVE
FUNCTION PRIVILEGE.

(a) FINDINGS.—Congress makes the fol-
lowing findings:

(1) The physical safety of the Nation’s top
elected officials is a public good of tran-
scendent importance.

(2) By virtue of the critical importance of
the Office of the President, the President and
those in direct line of the Presidency are
subject to unique and mortal jeopardy—jeop-
ardy that in turn threatens profound disrup-
tion to our system of representative govern-
ment and to the security and future of the
Nation.

(3) The physical safety of visiting heads of
foreign states and foreign governments is
also a matter of paramount importance. The
assassination of such a person while on
American soil could have calamitous con-
sequences for our foreign relations and na-
tional security.

(4) Given these grave concerns, Congress
has provided for the Secret Service to pro-
tect the President and those in direct line of
the Presidency, and has directed that these
officials may not waive such protection. Con-
gress has also provided for the Secret Service
to protect visiting heads of foreign states
and foreign governments.

(5) The protective strategy of the Secret
Service depends critically on the ability of
its personnel to maintain close and
unremitting physical proximity to the
protectee.

(6) Secret Service personnel must remain
at the side of the protectee on occasions of
confidential conversations and, as a result,
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may overhear top secret discussions, diplo-
matic exchanges, sensitive conversations,
and matters of personal privacy.

(7) The necessary level of proximity can be
maintained only in an atmosphere of com-
plete trust and confidence between the
protectee and his or her protectors.

(8) If a protectee has reason to doubt the
confidentiality of actions or conversations
taken in sight or hearing of Secret Service
personnel, the protectee may seek to push
the protective envelope away or undermine
it to the point at which it could no longer be
fully effective.

(9) The possibility that Secret Service per-
sonnel might be compelled to testify against
their protectees could induce foreign nations
to refuse Secret Service protection in future
state visits, making it impossible for the Se-
cret Service to fulfill its important statu-
tory mission of protecting the life and safety
of foreign dignitaries.

(10) A privilege protecting information ac-
quired by Secret Service personnel while per-
forming their protective function in physical
proximity to a protectee will preserve the se-
curity of the protectee by lessening the in-
centive of the protectee to distance Secret
Service personnel in situations in which
there is some risk to the safety of the
protectee.

(11) Recognition of a protective function
privilege for the President and those in di-
rect line of the Presidency, and for visiting
heads of foreign states and foreign govern-
ments, will promote sufficiently important
interests to outweigh the need for probative
evidence.

(12) Because Secret Service personnel re-
tain law enforcement responsibility even
while engaged in their protective function,
the privilege must be subject to a crime/trea-
son exception.

(b) PURPOSES.—The purposes of this Act
are—

(1) to facilitate the relationship of trust
and confidence between Secret Service per-
sonnel and certain protected officials that is
essential to the ability of the Secret Service
to protect these officials, and the Nation,
from the risk of assassination; and

(2) to ensure that Secret Service personnel
are not precluded from testifying in a crimi-
nal investigation or prosecution about un-
lawful activity committed within their view
or hearing.

(c) ADMISSIBILITY OF INFORMATION AcC-
QUIRED BY SECRET SERVICE PERSONNEL WHILE
PERFORMING THEIR PROTECTIVE FUNCTION.—

(1) PROTECTIVE FUNCTION PRIVILEGE.—Chap-
ter 203 of title 18, United States Code, is
amended by inserting after section 3056 the
following:

“§3056A. Testimony by Secret Service per-
sonnel; protective function privilege

‘‘(a) DEFINITIONS.—In this section:

‘(1) PROTECTEE.—The term ‘protectee’
means—

‘“(A) the President;

‘“(B) the Vice President (or other officer
next in the order of succession to the Office
of President);

‘(C) the President-elect;

‘(D) the Vice President-elect; and

‘(E) visiting heads of foreign states or for-
eign governments who, at the time and place
concerned, are being provided protection by
the United States Secret Service.

‘‘(2) SECRET SERVICE PERSONNEL.—The term
‘Secret Service personnel’ means any officer
or agent of the United States Secret Service.

““(b) GENERAL RULE OF PRIVILEGE.—Subject
to subsection (c), testimony by Secret Serv-
ice personnel or former Secret Service per-
sonnel regarding information affecting a
protectee that was acquired during the per-
formance of a protective function in physical
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proximity to the protectee shall not be re-
ceived in evidence or otherwise disclosed in
any trial, hearing, or other proceeding in or
before any court, grand jury, department, of-
ficer, agency, regulatory body, or other au-
thority of the United States, a State, or a
political subdivision thereof.

‘“(c) EXCEPTIONS.—There is no privilege
under this section—

‘(1) with respect to information that, at
the time the information was acquired by
Secret Service personnel, was sufficient to
provide reasonable grounds to believe that a
crime had been, was being, or would be com-
mitted; or

‘“(2) if the privilege is waived by the
protectee or the legal representative of a
protectee or deceased protectee.”.

(2) TECHNICAL AND CONFORMING AMEND-
MENT.—The analysis for chapter 203 of title
18, United States Code, is amended by insert-
ing after the item relating to section 3056 the
following:

““3066A. Testimony by Secret Service per-
sonnel; protective function
privilege.”.

(3) APPLICATION.—This section and the
amendments made by this section shall
apply to any proceeding commenced on or
after the date of enactment of this section.

Subtitle C—Disarming Felons and Protecting
Children From Violence
PART 1—EXTENSION OF PROJECT EXILE
SEC. 1311. AUTHORIZATION OF FUNDING FOR AD-
DITIONAL STATE AND LOCAL GUN
PROSECUTORS.

(a) GRANTS FOR STATE AND LOCAL GUN
PROSECUTORS.—Title III of the Violent Crime
Control and Law Enforcement Act of 1994 is
amended by adding at the end the following:

“Subtitle Y—Grants for State and Local Gun
Prosecutors
“SEC. 32501. GRANT AUTHORIZATION.

‘““The Attorney General may award grants
to State, Indian tribal, or local prosecutors
for the purpose of supporting the creation or
expansion of community-based justice pro-
grams for the prosecution of firearm-related
crimes.

“SEC. 32502. USE OF FUNDS.

‘““Grants awarded by the Attorney General
under this subtitle shall be used to fund pro-
grams for the hiring of prosecutors and re-
lated personnel under which those prosecu-
tors and personnel shall utilize an inter-
disciplinary team approach to prevent, re-
duce, and respond to firearm-related crimes
in partnership with communities.

“SEC. 32503. APPLICATIONS.

‘“(a) ELIGIBILITY.—To be eligible to receive
a grant award under this subtitle for a fiscal
year, a State, Indian tribal, or local pros-
ecutor, in conjunction with the chief execu-
tive officer of the jurisdiction in which the
program will be placed, shall submit to the
Attorney General an application, in such
form and containing such information as the
Attorney General may reasonably require.

‘“(b) REQUIREMENTS.—Each application sub-
mitted under this section shall include—

‘(1) a request for funds for the purposes de-
scribed in section 32502;

‘“(2) a description of the communities to be
served by the grant, including the nature of
the firearm-related crime in such commu-
nities; and

““(3) assurances that Federal funds received
under this subtitle shall be used to supple-
ment, not supplant, non-Federal funds that
would otherwise be available for activities
funded under this section.

“SEC. 32504. MATCHING REQUIREMENT.

‘““The Federal share of a grant awarded
under this subtitle may not exceed 50 per-
cent of the total cost of the program de-
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scribed in the application submitted under
section 32503 for the fiscal year for which the
program receives assistance under this sub-
title.

“SEC. 32505. AWARD OF GRANTS.

‘“‘(a) IN GENERAL.—Except as provided in
subsection (b), in awarding grants under this
subtitle, the Attorney General shall con-
sider—

‘(1) the demonstrated need for, and the
evidence of the ability of the applicant to
provide, the services described in section
32503(b)(2), as described in the application
submitted under section 32503;

‘“(2) the extent to which, as reflected in the
1998 Uniform Crime Report of the Federal
Bureau of Investigation, there is a high rate
of firearm-related crime in the jurisdiction
of the applicant, measured either in total or
per capita;

¢“(3) the extent to which the jurisdiction of
the applicant has experienced an increase in
the total or per capita rate of firearm-re-
lated crime, as reported in the 3 most recent
annual Uniform Crime Reports of the Fed-
eral Bureau of Investigation;

‘“(4) the extent to which State and local
law enforcement agencies in the jurisdiction
of the applicant have pledged to cooperate
with Federal officials in responding to the il-
legal acquisition, distribution, possession,
and use of firearms within the jurisdiction;
and

‘“(5) The extent to which the jurisdiction of
the applicant participates in comprehensive
firearm law enforcement strategies, includ-
ing programs such as the Youth Crime Gun
Interdiction Initiative, Project Achilles,
Project Disarm, Project Triggerlock, Project
Exile, Project Surefire, and Operation
Ceasefire.

““(b) INDIAN TRIBES.—

‘(1) FEDERAL GRANTS.—Not less than 5 per-
cent of the amount made available for grants
under this subtitle for each fiscal year shall
be awarded as grants to Indian tribes.

‘“(2) GRANT CRITERIA.—In awarding grants
to Indian tribes in accordance with this sub-
section, the Attorney General shall consider,
to the extent practicable, the factors for con-
sideration set forth in subsection (a).

‘“‘(c) RESEARCH AND EVALUATION.—Of the
amount made available for grants under this
subtitle for each fiscal year, the Attorney
General shall use not less than 1 percent and
not more than 3 percent for research and
evaluation of the activities carried out with
grants awarded under this subtitle.

“SEC. 32506. REPORTS.

‘‘(a) REPORT TO ATTORNEY GENERAL.—Not
later than March 1 of each fiscal year, each
law enforcement agency that receives funds
from a grant awarded under this subtitle for
that fiscal year shall submit to the Attorney
General a report describing the progress
achieved in carrying out the grant program
for which those funds were received.

‘“‘(b) REPORT TO CONGRESS.—Beginning not
later than October 1 of the first fiscal year
following the initial fiscal year during which
grants are awarded under this subtitle, and
not later than October 1 of each fiscal year
thereafter, the Attorney General shall sub-
mit to Congress a report, which shall contain
a detailed statement regarding grant awards,
activities of grant recipients, a compilation
of statistical information submitted by ap-
plicants, and an evaluation of programs es-
tablished with amounts from grants awarded
under this subtitle during the preceding fis-
cal year.

“SEC. 32507. DEFINITIONS.

“In this subtitle—

‘(1) the term ‘firearm’ has the meaning
given the term in section 921(a) of title 18,
United States Code;

‘(2) the term ‘Indian tribe’ means a tribe,
band, pueblo, nation, or other organized
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group or community of Indians, including an
Alaska Native village (as defined in or estab-
lished under the Alaska Native Claims Set-
tlement Act (43 U.S.C. 1601 et seq.)), that is
recognized as eligible for the special pro-
grams and services provided by the United
States to Indians because of their status as
Indians; and

‘“(3) the term ‘State’ means a State, the
District of Columbia, the Commonwealth of
Puerto Rico, the Commonwealth of the
Northern Mariana Islands, American Samoa,
Guam, and the United States Virgin Islands.
“SEC. 32508. AUTHORIZATION OF APPROPRIA-

TIONS.

“There is authorized to be appropriated to
carry out this subtitle $150,000,000 for fiscal
year 2002.”’.

(b) TECHNICAL AND CONFORMING AMEND-
MENT.—The table of contents in section 2 of
the Violent Crime Control and Law Enforce-
ment Act of 1994 is amended by inserting
after the item relating to subtitle X the fol-
lowing:

‘“‘Subtitle Y—Grants for State and Local Gun
Prosecutors

‘“‘Sec. 32501. Grant authorization.

““Sec. 32502. Use of funds.

““Sec. 32503. Applications.

“Sec. 325604. Matching requirement.

“Sec. 32605. Award of grants.

““Sec. 32506. Reports.

““Sec. 32507. Definitions.

““Sec. 32508. Authorization of appropria-

tions.”.

SEC. 1312. AUTHORIZATION OF FUNDING FOR AD-
DITIONAL FEDERAL FIREARMS
PROSECUTORS AND GUN ENFORCE-
MENT TEAMS.

(a) ADDITIONAL FEDERAL FIREARMS PROS-
ECUTORS.—The Attorney General shall hire
114 additional Federal prosecutors to pros-
ecute violations of Federal firearms laws.

(b) GUN ENFORCEMENT TEAMS.—

(1) ESTABLISHMENT.—The Attorney General
shall establish in each of the jurisdictions
specified in paragraph (3) a gun enforcement
team.

(2) GUN ENFORCEMENT TEAM REQUIRE-
MENTS.—Each gun enforcement team estab-
lished under this subsection shall be com-
posed of—

(A) 1 coordinator, who shall be responsible,
with respect to the jurisdiction concerned,
for coordinating among Federal, State, and
local law enforcement—

(i) the appropriate forum for the prosecu-
tion of crimes relating to firearms; and

(ii) efforts for the prevention of such
crimes; and

(B) 1 analyst, who shall be responsible,
with respect to the jurisdiction concerned,
for analyzing data relating to such crimes
and recommending law enforcement strate-
gies to reduce such crimes.

(3) COVERED JURISDICTIONS.—The jurisdic-
tions specified in this subsection are not
more than 20 jurisdictions designated by the
Attorney General for purposes of this sub-
section as areas having high rates of crimes
relating to firearms.

(c) AUTHORIZATION OF APPROPRIATIONS.—In
addition to any other amounts authorized to
be appropriated that may be used for such
purpose, there is authorized to be appro-
priated to carry out this section $15,000,000
for fiscal year 2002.

PART 2—EXPANSION OF THE YOUTH
CRIME GUN INTERDICTION INITIATIVE
SEC. 1321. YOUTH CRIME GUN INTERDICTION INI-

TIATIVE.

(a) IN GENERAL.—

(1) EXPANSION OF NUMBER OF CITIES.—The
Secretary of the Treasury shall endeavor to
expand the number of cities and counties di-
rectly participating in the Youth Crime Gun
Interdiction Initiative (in this section re-
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ferred to as the ‘“YCGII”) to 75 cities or
counties by October 1, 2002, to 150 cities or
counties by October 1, 2004, and to 250 cities
or counties by October 1, 2005.

(2) SELECTION.—Cities and counties se-
lected for participation in the YCGII shall be
selected by the Secretary of the Treasury
and in consultation with Federal, State and
local law enforcement officials.

(b) IDENTIFICATION OF INDIVIDUALS.—

(1) IN GENERAL.—The Secretary of the
Treasury shall, utilizing the information
provided by the YCGII, facilitate the identi-
fication and prosecution of individuals ille-
gally trafficking firearms to prohibited indi-
viduals.

(2) SHARING OF INFORMATION.—The Sec-
retary of the Treasury shall share informa-
tion derived from the YCGII with State and
local law enforcement agencies through on-
line computer access, as soon as such capa-
bility is available.

(c) GRANT AWARDS.—

(1) IN GENERAL.—The Secretary of the
Treasury shall award grants (in the form of
funds or equipment) to States, cities, and
counties for purposes of assisting such enti-
ties in the tracing of firearms and participa-
tion in the YCGII.

(2) USE OF GRANT FUNDS.—Grants made
under this part shall be used to—

(A) hire or assign additional personnel for
the gathering, submission and analysis of
tracing data submitted to the Bureau of Al-
cohol, Tobacco and Firearms under the
YCGII;

(B) hire additional law enforcement per-
sonnel for the purpose of identifying and ar-
resting individuals illegally trafficking fire-
arms; and

(C) purchase additional equipment, includ-
ing automatic data processing equipment
and computer software and hardware, for the
timely submission and analysis of tracing
data.

PART 3—GUN OFFENSES
SEC. 1331. GUN BAN FOR DANGEROUS JUVENILE
OFFENDERS.

(a) DEFINITION.—Section 921(a)(20) of title
18, United States Code, is amended—

(1) by inserting *‘(A)”’ after <“(20)”’;

(2) by redesignating subparagraphs (A) and
(B) as clauses (i) and (ii), respectively;

(3) by inserting after subparagraph (A) the
following:

‘(B) For purposes of subsections (d), (g),
and (s) of section 922, the term ‘act of juve-
nile delinquency’ means an adjudication of
delinquency based on a finding of the com-
mission of an act by a person prior to his or
her eighteenth birthday that, if committed
by an adult, would be a serious drug offense
or violent felony (as defined in section
3559(¢c)(2) of this title), on or after the date of
enactment of this paragraph.’; and

(4) by striking ‘“What constitutes’ through
the end and inserting the following: ‘“What
constitutes a conviction of such a crime or
an adjudication of juvenile delinquency shall
be determined in accordance with the law of
the jurisdiction in which the proceedings
were held. Any State conviction or adjudica-
tion of delinquency which has been expunged
or set aside or for which a person has been
pardoned or has had civil rights restored by
the jurisdiction in which the conviction or
adjudication of delinquency occurred shall
not be considered a conviction or adjudica-
tion of delinquency.

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

(1) in subsection (d)—

(A) by striking ‘‘or” at the end of para-
graph (8);

(B) by striking the period at the end of
paragraph (9) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (9) the fol-
lowing:
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“(10) who has committed an act of juvenile
delinquency.’’;

(2) in subsection (g)—

(A) by striking ‘‘or’” at the end of para-
graph (8);

(B) by striking the period at the end of
paragraph (9) and inserting ‘‘; or’’; and

(C) by inserting after paragraph (9) the fol-
lowing:

“(10) who has committed an act of juvenile
delinquency.”’; and

(3) in subsection (s)(3)(B)—

(A) by striking “‘and” at the end of clause
(vi);

(B) by inserting ‘‘and’ after the semicolon
at the end of clause (vii); and

(C) by inserting after clause (vii) the fol-
lowing:

‘‘(viii) has not committed an act of juve-
nile delinquency.”.

SEC. 1332. IMPROVING FIREARMS SAFETY.

(a) SECURE GUN STORAGE DEVICE.—Section
921(a) of title 18, United States Code, is
amended by adding at the end the following:

‘“(35) SECURE GUN STORAGE OR SAFETY DE-
VICE.—The term ‘secure gun storage or safe-
ty device’ means—

‘“(A) a device that, when installed on a fire-
arm, is designed to prevent the firearm from
being operated without first deactivating the
device;

‘(B) a device incorporated into the design
of the firearm that is designed to prevent the
operation of the firearm by anyone not hav-
ing access to the device; or

‘(C) a safe, gun safe, gun case, lock box, or
other device that is designed to be or can be
used to store a firearm and that is designed
to be unlocked only by means of a key, a
combination, or other similar means.”’.

(b) CERTIFICATION REQUIRED IN APPLICATION
FOR DEALER’S LICENSE.—Section 923(d)(1) of
title 18, United States Code, is amended—

(1) in subparagraph (E), by striking ‘“‘and”
at the end;

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

(3) by adding at the end the following:

‘(G) in the case of an application to be li-
censed as a dealer, the applicant certifies
that secure gun storage or safety devices will
be available at any place in which firearms
are sold under the license to persons who are
not licensees (subject to the exception that
in any case in which a secure gun storage or
safety device is temporarily unavailable be-
cause of theft, casualty loss, consumer sales,
backorders from a manufacturer, or any
other similar reason beyond the control of
the licensee, the dealer shall not be consid-
ered to be in violation of the requirement
under this subparagraph to make available
such a device).”’.

(¢c) REVOCATION OF DEALER’S LICENSE FOR
FAILURE To HAVE SECURE GUN STORAGE OR
SAFETY DEVICES AVAILABLE.—The first sen-
tence of section 923(e) of title 18, United
States Code, is amended by inserting before
the period at the end the following: ‘‘or fails
to have secure gun storage or safety devices
available at any place in which firearms are
sold under the license to persons who are not
licensees (except that in any case in which a
secure gun storage or safety device is tempo-
rarily unavailable because of theft, casualty
loss, consumer sales, backorders from a man-
ufacturer, or any other similar reason be-
yond the control of the licensee, the dealer
shall not be considered to be in violation of
the requirement to make available such a
device)”’.

(d) STATUTORY CONSTRUCTION.—Nothing in
the amendments made by this section shall
be construed—

(1) as creating a cause of action against
any firearms dealer or any other person for
any civil liability; or
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(2) as establishing any standard of care.
SEC. 1333. JUVENILE HANDGUN SAFETY.

(a) JUVENILE HANDGUN SAFETY.—Section
924(a)(6) of title 18, United States Code, is
amended—

(1) by striking subparagraph (A);

(2) by redesignating subparagraph (B) as
subparagraph (A); and

(3) in subparagraph (A), as redesignated—

(A) by striking ‘“A person other than a ju-
venile who knowingly’’ and inserting ‘‘A per-
son who knowingly’’; and

(B) in clause (i), by striking ‘‘not more
than 1 year’” and inserting ‘‘not more than 5
years’’.

SEC. 1334. SERIOUS JUVENILE DRUG OFFENSES

AS ARMED CAREER CRIMINAL
PREDICATES.
Section 924(e)(2)(A) of title 18, TUnited
States Code, is amended—
(1) in clause (i), by striking ‘‘or’” at the

end;

(2) in clause (ii), by adding ‘‘or’’ at the end;
and

(3) by adding at the end the following:

‘‘(iii) any act of juvenile delinquency that,
if committed by an adult, would be an of-
fense described in this paragraph;’.

SEC. 1335. INCREASED PENALTY FOR TRANSFER-
RING A FIREARM TO A MINOR FOR
USE IN CRIME OF VIOLENCE OR
DRUG TRAFFICKING CRIME.

Section 924(h) of title 18, United States
Code, is amended by striking ‘10 years, fined
in accordance with this title, or both” and
inserting ‘10 years, and if the transferee is a
person who is under 18 years of age, impris-
oned for a term of not more than 15 years,
fined in accordance with this title, or both”’.
SEC. 1336. INCREASED PENALTY FOR FIREARMS

CONSPIRACY.

Section 924 of title 18, United States Code,
is amended by adding at the end the fol-
lowing:

‘“‘(p) Except as otherwise provided in this
section, a person who conspires to commit
an offense defined in this chapter shall be
subject to the same penalties (other than the
penalty of death) as those prescribed for the
offense the commission of which is the ob-
ject of the conspiracy.”’.

Part 4—CLOSING THE GUN SHOW
LOOPHOLE
SEC. 1341. EXTENSION OF BRADY BACKGROUND
CHECKS TO GUN SHOWS.

(a) FINDINGS.—Congress finds that—

(1) more than 4,400 traditional gun shows
are held annually across the United States,
attracting thousands of attendees per show
and hundreds of Federal firearms licensees
and nonlicensed firearms sellers;

(2) traditional gun shows, as well as flea
markets and other organized events, at
which a large number of firearms are offered
for sale by Federal firearms licensees and
nonlicensed firearms sellers, form a signifi-
cant part of the national firearms market;

(3) firearms and ammunition that are ex-
hibited or offered for sale or exchange at gun
shows, flea markets, and other organized
events move easily in and substantially af-
fect interstate commerce;

(4) in fact, even before a firearm is exhib-
ited or offered for sale or exchange at a gun
show, flea market, or other organized event,
the gun, its component parts, ammunition,
and the raw materials from which it is man-
ufactured have moved in interstate com-
merce;

(5) gun shows, flea markets, and other or-
ganized events at which firearms are exhib-
ited or offered for sale or exchange, provide
a convenient and centralized commercial lo-
cation at which firearms may be bought and
sold anonymously, often without background
checks and without records that enable gun
tracing;
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(6) at gun shows, flea markets, and other
organized events at which guns are exhibited
or offered for sale or exchange, criminals and
other prohibited persons obtain guns without
background checks and frequently use guns
that cannot be traced to later commit
crimes;

(7) many persons who buy and sell firearms
at gun shows, flea markets, and other orga-
nized events cross State lines to attend these
events and engage in the interstate transpor-
tation of firearms obtained at these events;

(8) gun violence is a pervasive, national
problem that is exacerbated by the avail-
ability of guns at gun shows, flea markets,
and other organized events;

(9) firearms associated with gun shows
have been transferred illegally to residents
of another State by Federal firearms licens-
ees and nonlicensed firearms sellers, and
have been involved in subsequent crimes in-
cluding drug offenses, crimes of violence,
property crimes, and illegal possession of
firearms by felons and other prohibited per-
sons; and

(10) Congress has the power, under the
interstate commerce clause and other provi-
sions of the Constitution of the United
States, to ensure that criminals and other
prohibited persons do not obtain firearms at
gun shows, flea markets, and other organized
events.

(b) DEFINITIONS.—Section 921(a) of title 18,
United States Code, is amended by adding at
the end the following:

‘“(830) GUN sSHOW.—The term ‘gun show’
means any event—

‘““(A) at which 50 or more firearms are of-
fered or exhibited for sale, transfer, or ex-
change, if 1 or more of the firearms has been
shipped or transported in, or otherwise af-
fects, interstate or foreign commerce; and

‘“(B) at which—

‘(1) not less than 20 percent of the exhibi-
tors are firearm exhibitors;

‘“(ii) there are not less than 10 firearm ex-
hibitors; or

‘(iii) 50 or more firearms are offered for
sale, transfer, or exchange.

‘4(36) GUN SHOW PROMOTER.—The term ‘gun
show promoter’ means any person who orga-
nizes, plans, promotes, or operates a gun
show.

““(37) GUN SHOW VENDOR.—The term ‘gun
show vendor’ means any person who exhibits,
sells, offers for sale, transfers, or exchanges
1 or more firearms at a gun show, regardless
of whether or not the person arranges with
the gun show promoter for a fixed location
from which to exhibit, sell, offer for sale,
transfer, or exchange 1 or more firearms.”

(¢) REGULATION OF FIREARMS TRANSFERS AT
GUN SHOWS.—

(1) IN GENERAL.—Chapter 44 of title 18,
United States Code, is amended by adding at
the end the following:

“§931. Regulation of firearms transfers at
gun shows

‘“(a) REGISTRATION OF GUN SHOW PRO-
MOTERS.—It shall be unlawful for any person
to organize, plan, promote, or operate a gun
show unless that person—

‘(1) registers with the Secretary in accord-
ance with regulations promulgated by the
Secretary; and

‘“(2) pays a registration fee, in an amount
determined by the Secretary.

‘“(b) RESPONSIBILITIES OF GUN SHOW PRO-
MOTERS.—It shall be unlawful for any person
to organize, plan, promote, or operate a gun
show unless that person—

‘(1) before commencement of the gun
show, verifies the identity of each gun show
vendor participating in the gun show by ex-
amining a valid identification document (as
defined in section 1028(d)(1)) of the vendor
containing a photograph of the vendor;
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‘“(2) before commencement of the gun
show, requires each gun show vendor to
sign—

““(A) a ledger with identifying information
concerning the vendor; and

‘“(B) a notice advising the vendor of the ob-
ligations of the vendor under this chapter;
and

‘“(3) notifies each person who attends the
gun show of the requirements of this chap-
ter, in accordance with such regulations as
the Secretary shall prescribe; and

‘“(4) maintains a copy of the records de-
scribed in paragraphs (1) and (2) at the per-
manent place of business of the gun show
promoter for such period of time and in such
form as the Secretary shall require by regu-
lation.

‘“(c) RESPONSIBILITIES OF TRANSFERORS
OTHER THAN LICENSEES.—

‘(1) IN GENERAL.—If any part of a firearm
transaction takes place at a gun show, it
shall be unlawful for any person who is not
licensed under this chapter to transfer a fire-
arm to another person who is not licensed
under this chapter, unless the firearm is
transferred through a licensed importer, li-
censed manufacturer, or licensed dealer in
accordance with subsection (e).

¢“(2) CRIMINAL BACKGROUND CHECKS.—A per-
son who is subject to the requirement of
paragraph (1)—

‘“(A) shall not transfer the firearm to the
transferee until the licensed importer, li-
censed manufacturer, or licensed dealer
through which the transfer is made under
subsection (e) makes the notification de-
scribed in subsection (e)(3)(A); and

‘(B) notwithstanding subparagraph (A),
shall not transfer the firearm to the trans-
feree if the licensed importer, licensed manu-
facturer, or licensed dealer through which
the transfer is made under subsection (e)
makes the notification described in sub-
section (e)(3)(B).

‘“(3) ABSENCE OF RECORDKEEPING REQUIRE-
MENTS.—Nothing in this section shall permit
or authorize the Secretary to impose record-
keeping requirements on any nonlicensed
vendor.

‘(d) RESPONSIBILITIES OF TRANSFEREES
OTHER THAN LICENSEES.—

‘(1) IN GENERAL.—If any part of a firearm
transaction takes place at a gun show, it
shall be unlawful for any person who is not
licensed under this chapter to receive a fire-
arm from another person who is not licensed
under this chapter, unless the firearm is
transferred through a licensed importer, li-
censed manufacturer, or licensed dealer in
accordance with subsection (e).

¢“(2) CRIMINAL BACKGROUND CHECKS.—A per-
son who is subject to the requirement of
paragraph (1)—

‘“(A) shall not receive the firearm from the
transferor until the licensed importer, li-
censed manufacturer, or licensed dealer
through which the transfer is made under
subsection (e) makes the notification de-
scribed in subsection (e)(3)(A); and

‘(B) notwithstanding subparagraph (A),
shall not receive the firearm from the trans-
feror if the licensed importer, licensed manu-
facturer, or licensed dealer through which
the transfer is made under subsection (e)
makes the notification described in sub-
section (e)(3)(B).

‘‘(e) RESPONSIBILITIES OF LICENSEES.—A li-
censed importer, licensed manufacturer, or
licensed dealer who agrees to assist a person
who is not licensed under this chapter in car-
rying out the responsibilities of that person
under subsection (c) or (d) with respect to
the transfer of a firearm shall—

‘(1) enter such information about the fire-
arm as the Secretary may require by regula-
tion into a separate bound record;
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‘(2) record the transfer on a form specified
by the Secretary;

‘“(3) comply with section 922(t) as if trans-
ferring the firearm from the inventory of the
licensed importer, licensed manufacturer, or
licensed dealer to the designated transferee
(although a licensed importer, licensed man-
ufacturer, or licensed dealer complying with
this subsection shall not be required to com-
ply again with the requirements of section
922(t) in delivering the firearm to the non-
licensed transferor), and notify the non-
licensed transferor and the nonlicensed
transferee—

““(A) of such compliance; and

‘(B) if the transfer is subject to the re-
quirements of section 922(t)(1), of any receipt
by the licensed importer, licensed manufac-
turer, or licensed dealer of a notification
from the national instant criminal back-
ground check system that the transfer would
violate section 922 or would violate State
law;

‘“(4) not later than 10 days after the date on
which the transfer occurs, submit to the Sec-
retary a report of the transfer, which re-
port—

““(A) shall be on a form specified by the
Secretary by regulation; and

‘(B) shall not include the name of or other
identifying information relating to any per-
son involved in the transfer who is not li-
censed under this chapter;

‘“(b) if the licensed importer, licensed man-
ufacturer, or licensed dealer assists a person
other than a licensee in transferring, at 1
time or during any 5 consecutive business
days, 2 or more pistols or revolvers, or any
combination of pistols and revolvers totaling
2 or more, to the same nonlicensed person, in
addition to the reports required under para-
graph (4), prepare a report of the multiple
transfers, which report shall be—

‘“(A) prepared on a form specified by the
Secretary; and

“(B) not later than the close of business on
the date on which the transfer occurs, for-
warded to—

‘(i) the office specified on the form de-
scribed in subparagraph (A); and

‘“(ii) the appropriate State law enforce-
ment agency of the jurisdiction in which the
transfer occurs; and

‘“(6) retain a record of the transfer as part
of the permanent business records of the li-
censed importer, licensed manufacturer, or
licensed dealer.

“(f) RECORDS OF LICENSEE TRANSFERS.—If
any part of a firearm transaction takes place
at a gun show, each licensed importer, li-
censed manufacturer, and licensed dealer
who transfers 1 or more firearms to a person
who is not licensed under this chapter shall,
not later than 10 days after the date on
which the transfer occurs, submit to the Sec-
retary a report of the transfer, which re-
port—

‘(1) shall be in a form specified by the Sec-
retary by regulation;

¢“(2) shall not include the name of or other
identifying information relating to the
transferee; and

‘“(3) shall not duplicate information pro-
vided in any report required under sub-
section (e)(4).

‘(g) FIREARM TRANSACTION DEFINED.—In
this section, the term ‘firearm transaction’—

‘(1) includes the offer for sale, sale, trans-
fer, or exchange of a firearm; and

‘“(2) does not include the mere exhibition of
a firearm.”.

(2) PENALTIES.—Section 924(a) of title 18,
United States Code, is amended by adding at
the end the following:

“(T(A) Whoever knowingly violates sec-
tion 931(a) shall be fined under this title, im-
prisoned not more than 5 years, or both.
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‘(B) Whoever knowingly violates sub-
section (b) or (c) of section 931, shall be—

‘(i) fined under this title, imprisoned not
more than 2 years, or both; and

“(i1) in the case of a second or subsequent
conviction, such person shall be fined under
this title, imprisoned not more than 5 years,
or both.

“(C) Whoever willfully violates section
931(d), shall be—

‘(i) fined under this title, imprisoned not
more than 2 years, or both; and

““(i1) in the case of a second or subsequent
conviction, such person shall be fined under
this title, imprisoned not more than 5 years,
or both.

“(D) Whoever knowingly violates sub-
section (e) or (f) of section 931 shall be fined
under this title, imprisoned not more than 5
years, or both.

‘(E) In addition to any other penalties im-
posed under this paragraph, the Secretary
may, with respect to any person who know-
ingly violates any provision of section 931—

‘‘(1) if the person is registered pursuant to
section 931(a), after notice and opportunity
for a hearing, suspend for not more than 6
months or revoke the registration of that
person under section 931(a); and

‘(ii) impose a civil fine in an amount equal
to not more than $10,000.”.

(2) TECHNICAL AND CONFORMING AMEND-
MENTS.—Chapter 44 of title 18, United States
Code, is amended—

(A) in the chapter analysis, by adding at
the end the following:
¢‘931. Regulation of firearms transfers at gun

shows.”’;

and

(B) in the first sentence of section 923(j), by
striking ‘‘a gun show or event’’ and inserting
‘“‘an event’’; and

(@) INSPECTION AUTHORITY.—Section
923(g)(1) is amended by adding at the end the
following:

‘(E) Notwithstanding subparagraph (B),
the Secretary may enter during business
hours the place of business of any gun show
promoter and any place where a gun show is
held for the purposes of examining the
records required by sections 923 and 931 and
the inventory of licensees conducting busi-
ness at the gun show. Such entry and exam-
ination shall be conducted for the purposes
of determining compliance with this chapter
by gun show promoters and licensees con-
ducting business at the gun show and shall
not require a showing of reasonable cause or
a warrant.”.

(e) INCREASED PENALTIES FOR SERIOUS REC-
ORDKEEPING VIOLATIONS BY LICENSEES.—Sec-
tion 924(a)(3) of title 18, United States Code,
is amended to read as follows:

““(3)(A) Except as provided in subparagraph
(B), any licensed dealer, licensed importer,
licensed manufacturer, or licensed collector
who knowingly makes any false statement
or representation with respect to the infor-
mation required by this chapter to be kept in
the records of a person licensed under this
chapter, or violates section 922(m) shall be
fined under this title, imprisoned not more
than 1 year, or both.

‘(B) If the violation described in subpara-
graph (A) is in relation to an offense—

‘(i) under paragraph (1) or (3) of section
922(b), such person shall be fined under this
title, imprisoned not more than 5 years, or
both; or

‘“(ii) under subsection (a)(6) or (d) of sec-
tion 922, such person shall be fined under this
title, imprisoned not more than 10 years, or
both.”.

(f) INCREASED PENALTIES FOR VIOLATIONS
OF CRIMINAL BACKGROUND CHECK REQUIRE-
MENTS.—

(1) PENALTIES.—Section 924 of title 18,
United States Code, is amended—
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(A) in paragraph (5), by striking ‘‘sub-
section (s) or (t) of section 922"’ and inserting
“section 922(s)”’; and

(B) by adding at the end the following:

‘“(8) Whoever knowingly violates section
922(t) shall be fined under this title, impris-
oned not more than 5 years, or both.”.

(2) ELIMINATION OF CERTAIN ELEMENTS OF
OFFENSE.—Section 922(t)(5) of title 18, United
States Code, is amended by striking ‘‘and, at
the time” and all that follows through
“State law”’.

(g) GUN OWNER PRIVACY AND PREVENTION
OF FRAUD AND ABUSE OF SYSTEM INFORMA-
TION.—Section 922(t)(2)(C) of title 18, United
States Code, is amended by inserting before
the period at the end the following: ‘‘, as
soon as possible, consistent with the respon-
sibility of the Attorney General under sec-
tion 103(h) of the Brady Handgun Violence
Prevention Act to ensure the privacy and se-
curity of the system and to prevent system
fraud and abuse, but in no event later than 90
days after the date on which the licensee
first contacts the system with respect to the
transfer”.

(h) EFFECTIVE DATE.—This section and the
amendments made by this section shall take
effect 180 days after the date of enactment of
this Act.

Subtitle D—Assistance to States for Pros-
ecuting and Punishing Juvenile Offenders,
and Reducing Juvenile Crime

SEC. 1401. JUVENILE AND VIOLENT OFFENDER
INCARCERATION GRANTS.

(a) GRANTS FOR VIOLENT AND CHRONIC JUVE-
NILE FACILITIES.—

(1) DEFINITIONS.—In this subsection:

(A) CO-LOCATED FACILITY.—The term ‘‘co-
located facility’’ means the location of adult
and juvenile facilities on the same property
in a manner consistent with regulations
issued by the Attorney General to ensure
that adults and juveniles are substantially
segregated.

(B) SUBSTANTIALLY  SEGREGATED.—The
term ‘‘substantially segregated’ means—

(i) complete sight and sound separation in
residential confinement;

(ii) use of shared direct care and manage-
ment staff, properly trained and certified by
the State to interact with juvenile offenders,
if the staff does not interact with adult and
juvenile offenders during the same shift; and

(iii) incidental contact during transpor-
tation to court proceedings and other activi-
ties in accordance with regulations issued by
the Attorney General to ensure reasonable
efforts are made to segregate adults and ju-
veniles.

(C) VIOLENT JUVENILE OFFENDER.—The term
‘“‘violent juvenile offender’” means a person
under the age of majority pursuant to State
law who has been adjudicated delinquent or
convicted in adult court of a violent felony
as defined in section 924(e)(2)(B) of title 18,
United States Code.

(D) QUALIFYING STATE.—The term ‘‘quali-
fying State’” means a State that has sub-
mitted, or a State in which an eligible unit
of local government has submitted, a grant
application that meets the requirements of
paragraphs (3) and (5).

(2) AUTHORITY.—

(A) IN GENERAL.—The Attorney General
may make grants in accordance with this
subsection to States, units of local govern-
ment, or any combination thereof, to assist
them in planning, establishing, and oper-
ating secure facilities, staff-secure facilities,
detention centers, and other correctional
programs for violent juvenile offenders.

(B) USE OF AMOUNTS.—Grants under this
subsection may be used—

(i) for co-located facilities for adult pris-
oners and violent juvenile offenders; and
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(ii) only for the construction or operation
of facilities in which violent juvenile offend-
ers are substantially segregated from non-
violent juvenile offenders.

(3) APPLICATIONS.—

(A) IN GENERAL.—The chief executive offi-
cer of a State or unit of local government
that seeks to receive a grant under this sub-
section shall submit to the Attorney General
an application, in such form and in such
manner as the Attorney General may pre-
scribe.

(B) CoONTENTS.—Each application sub-
mitted under subparagraph (A) shall provide
written assurances that each facility or pro-
gram funded with a grant under this sub-
section—

(i) will provide appropriate educational
and vocational training, appropriate mental
health services, a program of substance
abuse testing, and substance abuse treat-
ment for appropriate juvenile offenders; and

(ii) will afford juvenile offenders intensive
post-release supervision and services.

(4) MINIMUM AMOUNT.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), each qualifying State, to-
gether with units of local government within
the State, shall be allocated for each fiscal
year not less than 1.0 percent of the total
amount made available in each fiscal year
for grants under this subsection.

(B) EXCEPTION.—The United States Virgin
Islands, American Samoa, Guam, and the
Northern Mariana Islands shall each be allo-
cated 0.2 percent of the total amount made
available in each fiscal year for grants under
this subsection.

(5) PERFORMANCE EVALUATION.—

(A) EVALUATION COMPONENTS.—

(i) IN GENERAL.—Each facility or program
funded under this subsection shall contain
an evaluation component developed pursuant
to guidelines established by the Attorney
General.

(ii) OUTCOME MEASURES.—The evaluations
required by this subsection shall include out-
come measures that can be used to deter-
mine the effectiveness of the funded pro-
grams, including the effectiveness of such
programs in comparison with other correc-
tional programs or dispositions in reducing
the incidence of recidivism, and other out-
come measures.

(B) PERIODIC REVIEW AND REPORTS.—

(i) REVIEW.—The Attorney General shall
review the performance of each grant recipi-
ent under this subsection.

(ii) REPORTS.—The Attorney General may
require a grant recipient to submit to the Of-
fice of Justice Programs, Corrections Pro-
grams Office the results of the evaluations
required under subparagraph (A) and such
other data and information as are reasonably
necessary to carry out the responsibilities of
the Attorney General under this subsection.

(6) TECHNICAL ASSISTANCE AND TRAINING.—
The Attorney General shall provide tech-
nical assistance and training to grant recipi-
ents under this subsection to achieve the
purposes of this subsection.

(b) JUVENILE FACILITIES
LANDS.—

(1) RESERVATION OF FUNDS.—Of amounts
made available to carry out this section
under section 20108(a)(2)(A) of the Violent
Crime Control and Law Enforcement Act of
1994 (42 U.S.C. 13708(a)(2)(A)), the Attorney
General shall reserve, to carry out this sub-
section, 0.75 percent for each of fiscal years
2002 through 2005.

(2) GRANTS TO INDIAN TRIBES.—Of amounts
reserved under paragraph (1), the Attorney
General may make grants to Indian tribes or
to regional groups of Indian tribes for the
purpose of constructing secure facilities,
staff-secure facilities, detention centers, and
other correctional programs for incarcer-
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ation of juvenile offenders subject to tribal
jurisdiction.

(3) APPLICATIONS.—To be eligible to receive
a grant under this section, an Indian tribe
shall submit to the Attorney General an ap-
plication in such form and containing such
information as the Attorney General may by
regulation require.

(4) REGIONAL GROUPS.—Individual Indian
tribes from a geographic region may apply
for grants under paragraph (2) jointly for the
purpose of building regional facilities.

(c) REPORT ON ACCOUNTABILITY AND PER-
FORMANCE MEASURES IN JUVENILE CORREC-
TIONS PROGRAMS.—

(1) IN GENERAL.—Not later than 6 months
after the date of enactment of this Act, the
Attorney General shall, after consultation
with the National Institute of Justice and
other appropriate governmental and non-
governmental organizations, submit to Con-
gress a report regarding the possible use of
performance-based criteria in evaluating and
improving the effectiveness of juvenile cor-
rections facilities and programs.

(2) CONTENTS.—The report required under
this subsection shall include an analysis of—

(A) the range of performance-based meas-
ures that might be utilized as evaluation cri-
teria, including measures of recidivism
among juveniles who have been incarcerated
in facilities or have participated in correc-
tional programs;

(B) the feasibility of linking Federal juve-
nile corrections funding to the satisfaction
of performance-based criteria by grantees
(including the use of a Federal matching
mechanism under which the share of Federal
funding would vary in relation to the per-
formance of a program or facility);

(C) whether, and to what extent, the data
necessary for the Attorney General to utilize
performance-based criteria in the Attorney
General’s administration of juvenile correc-
tions programs are collected and reported
nationally; and

(D) the estimated cost and feasibility of es-
tablishing minimal, uniform data collection
and reporting standards nationwide that
would allow for the use of performance-based
criteria in evaluating juvenile corrections
programs and facilities and administering
Federal juvenile corrections funds.

SEC. 1402. CERTAIN PUNISHMENT AND GRAD-
UATED SANCTIONS FOR YOUTH OF-
FENDERS.

(a) FINDINGS AND PURPOSES.—

(1) FINDINGS.—Congress finds that—

(A) youth violence constitutes a growing
threat to the national welfare requiring im-
mediate and comprehensive action by the
Federal Government to reduce and prevent
youth violence;

(B) the behavior of youth who become vio-
lent offenders often follows a progression,
beginning with aggressive behavior in
school, truancy, and vandalism, leading to
property crimes and then serious violent of-
fenses;

(C) the juvenile justice systems in most
States are ill-equipped to provide meaningful
sanctions to minor, nonviolent offenders be-
cause most of their resources are dedicated
to dealing with more serious offenders;

(D) in most States, some youth commit
multiple, nonviolent offenses without facing
any significant criminal sanction;

(E) the failure to provide meaningful
criminal sanctions for first time, nonviolent
offenders sends the false message to youth
that they can engage in antisocial behavior
without suffering any negative consequences
and that society is unwilling or unable to re-
strain that behavior;

(F) studies demonstrate that interventions
during the early stages of a criminal career
can halt the progression to more serious,
violent behavior; and
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(G) juvenile courts need access to a range
of sentencing options so that at least some
level of sanction is imposed on all youth of-
fenders, including status offenders, and the
severity of the sanctions increase along with
the seriousness of the offense.

(2) PURPOSES.—The purposes of this section
are to provide—

(A) assistance to State and local juvenile
courts to expand the range of sentencing op-
tions for first time, nonviolent offenders; and

(B) a selection of graduated sanctions for
more serious offenses.

(b) DEFINITIONS.—In this section:

(1) FIRST TIME OFFENDER.—The term ‘first
time offender’” means a juvenile against
whom formal charges have not previously
been filed in any Federal or State judicial
proceeding.

(2) NONVIOLENT OFFENDER.—The term ‘‘non-
violent offender’” means a juvenile who is
charged with an offense that does not in-
volve the use of force against the person of
another.

(3) STATUS OFFENDER.—The term ‘‘status
offender’” means a juvenile who is charged
with an offense that would not be criminal if
committed by an adult (other than an of-
fense that constitutes a violation of a valid
court order or a violation of section 922(x) of
title 18, United States Code (or similar State
law)).

(c) GRANT AUTHORIZATION.—The Attorney
General may make grants in accordance
with this section to States, State courts,
local courts, units of local government, and
Indian tribes, for the purposes of—

(1) providing juvenile courts with a range
of sentencing options such that first time ju-
venile offenders, including status offenders
such as truants, vandals, and juveniles in
violation of State or local curfew laws, face
at least some level of punishment as a result
of their initial contact with the juvenile jus-
tice system; and

(2) increasing the sentencing options avail-
able to juvenile court judges so that juvenile
offenders receive increasingly severe sanc-
tions—

(A) as the seriousness of their unlawful
conduct increases; and

(B) for each additional offense.

(d) APPLICATIONS.—

(1) ELIGIBILITY.—In order to be eligible to
receive a grant under this section, the chief
executive of a State, unit of local govern-
ment, or Indian tribe, or the chief judge of a
local court, shall submit an application to
the Attorney General in such form and con-
taining such information as the Attorney
General may reasonably require.

(2) REQUIREMENTS.—Each application sub-
mitted in accordance with paragraph (1)
shall include—

(A) a request for a grant to be used for the
purposes described in this section;

(B) a description of the communities to be
served by the grant, including the extent of
youth crime and violence in those commu-
nities;

(C) written assurances that Federal funds
received under this subtitle will be used to
supplement, not supplant, non-Federal funds
that would otherwise be available for activi-
ties funded under this subsection;

(D) a comprehensive plan described in
paragraph (3) (in this section referred to as
the ‘‘comprehensive plan’’); and

(E) any additional information in such
form and containing such information as the
Attorney General may reasonably require.

(3) IMPLEMENTATION PLAN.—For purposes of
paragraph (2), a comprehensive plan shall in-
clude—

(A) an action plan outlining the manner in
which the applicant will achieve the pur-
poses described in subsection (¢)(1);
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(B) a description of any resources available
in the jurisdiction of the applicant to imple-
ment the action plan described in subpara-
graph (A);

(C) an estimate of the costs of full imple-
mentation of the plan; and

(D) a plan for evaluating the impact of the
grant on the jurisdiction’s juvenile justice
system.

(e) GRANT AWARDS.—

(1) CONSIDERATIONS.—In awarding grants
under this section, the Attorney General
shall consider—

(A) the ability of the applicant to provide
the stated services;

(B) the level of youth crime, violence, and
drug use in the community; and

(C) to the extent practicable, achievement
of an equitable geographic distribution of
the grant awards.

(2) ALLOCATIONS.—

(A) IN GENERAL.—The Attorney General
shall allot not less than 0.75 percent of the
total amount made available to carry out
this section in each fiscal year to applicants
in each State from which applicants have ap-
plied for grants under this section.

(B) INDIAN TRIBES.—The Attorney General
shall allocate not less than 0.75 percent of
the total amount made available to carry
out this section in each fiscal year to Indian
tribes.

(f) USE OF GRANT AMOUNTS.—

(1) IN GENERAL.—Each grant made under
this section shall be used to establish pro-
grams that—

(A) expand the number of judges, prosecu-
tors, and public defenders for the purpose of
imposing sanctions on first time juvenile of-
fenders and status offenders and for estab-
lishing restorative justice boards involving
members of the community;

(B) provide expanded sentencing options,
such as restitution, community service, drug
testing and treatment, mandatory job train-
ing, curfews, house arrest, mandatory work
projects, and boot camps, for status offend-
ers and nonviolent offenders;

(C) increase staffing for probation officers
to supervise status offenders and nonviolent
offenders to ensure that sanctions are en-
forced;

(D) provide aftercare and supervision for
status and nonviolent offenders, such as drug
education and drug treatment, vocational
training, job placement, and family coun-
seling;

(E) encourage private sector employees to
provide training and work opportunities for
status offenders and nonviolent offenders;
and

(F) provide services and interventions for
status and nonviolent offenders designed, in
tandem with criminal sanctions, to reduce
the likelihood of further criminal behavior.

(2) PROHIBITION ON USE OF AMOUNTS.—

(A) DEFINITIONS.—In this paragraph:

(i) ALIEN.—The term ‘‘alien’’ has the same
meaning as in section 101(a) of the Immigra-
tion and Nationality Act (8 U.S.C. 1101(a)).

(ii) SECURE DETENTION FACILITY; SECURE
CORRECTIONAL FACILITY.—The terms ‘‘secure
detention facility’’ and ‘‘secure correctional
facility’” have the same meanings as in sec-
tion 103 of the Juvenile Justice and Delin-
quency Prevention Act of 1974 (42 U.S.C.
5603).

(B) PROHIBITION.—No amounts made avail-
able under this subtitle may be used for any
program that permits the placement of sta-
tus offenders, alien juveniles in custody, or
nonoffender juveniles (such as dependent,
abused, or neglected children) in secure de-
tention facilities or secure correctional fa-
cilities.

(g) GRANT LIMITATIONS.—Not more than 3
percent of the amounts made available to
the Attorney General or a grant recipient
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under this section may be used for adminis-
trative purposes.

(h) FEDERAL SHARE.—

(1) IN GENERAL.—Subject to paragraphs (2)
and (3), the Federal share of a grant made
under this section may not exceed 90 percent
of the total estimated costs of the program
described in the comprehensive plan sub-
mitted under subsection (d)(3) for the fiscal
year for which the program receives assist-
ance under this section.

(2) WAIVER.—The Attorney General may
waive, in whole or in part, the requirements
of paragraph (1).

(3) IN-KIND CONTRIBUTIONS.—For purposes of
paragraph (1), in-kind contributions may
constitute any portion of the non-Federal
share of a grant under this section.

(1) REPORT AND EVALUATION.—

(1) REPORT TO THE ATTORNEY GENERAL.—
Not later than October 1, 2002, and October 1
of each year thereafter, each grant recipient
under this section shall submit to the Attor-
ney General a report that describes, for the
year to which the report relates, any
progress achieved in carrying out the com-
prehensive plan of the grant recipient.

(2) EVALUATION AND REPORT TO CONGRESS.—
Not later than March 1, 2003, and March 1 of
each year thereafter, the Attorney General
shall submit to Congress an evaluation and
report that contains a detailed statement re-
garding grant awards, activities of grant re-
cipients, a compilation of statistical infor-
mation submitted by grant recipients under
this section, and an evaluation of programs
established by grant recipients under this
section.

(3) CRITERIA.—In assessing the effective-
ness of the programs established and oper-
ated by grant recipients pursuant to this sec-
tion, the Attorney General shall consider—

(A) a comparison between the number of
first time offenders who received a sanction
for criminal behavior in the jurisdiction of
the grant recipient before and after initi-
ation of the program;

(B) changes in the recidivism rate for first
time offenders in the jurisdiction of the
grant recipient;

(C) a comparison of the recidivism rates
and the seriousness of future offenses of first
time offenders in the jurisdiction of the
grant recipient that receive a sanction and
those who do not;

(D) changes in truancy rates of the public
schools in the jurisdiction of the grant re-
cipient; and

(E) changes in the arrest rates for van-
dalism and other property crimes in the ju-
risdiction of the grant recipient.

(4) DOCUMENTS AND INFORMATION.—Each
grant recipient under this section shall pro-
vide the Attorney General with all docu-
ments and information that the Attorney
General determines to be necessary to con-
duct an evaluation of the effectiveness of
programs funded under this section.

(j) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this section from the Violent
Crime Reduction Trust Fund—

(1) such sums as may be necessary for each
of fiscal years 2002 and 2003; and

(2) $175,000,000 for each of fiscal years 2004
and 2005.

SEC. 1403. PILOT PROGRAM TO PROMOTE REP-
LICATION OF RECENT SUCCESSFUL
JUVENILE CRIME REDUCTION
STRATEGIES.

(a) PILOT PROGRAM TO PROMOTE REPLICA-
TION OF RECENT SUCCESSFUL JUVENILE CRIME
REDUCTION STRATEGIES.—

(1) ESTABLISHMENT.—The Attorney General
(or a designee of the Attorney General), in
conjunction with the Secretary of the Treas-
ury (or the designee of the Secretary), shall
establish a pilot program (in this section re-
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ferred to as the ‘‘program’’) to encourage and
support communities that adopt a com-
prehensive approach to suppressing and pre-
venting violent juvenile crime patterned
after successful State juvenile crime reduc-
tion strategies.

(2) PROGRAM.—In carrying out the pro-
gram, the Attorney General shall—

(A) make and track grants to grant recipi-
ents (in this section referred to as ‘‘coali-
tions”’);

(B) in conjunction with the Secretary of
the Treasury, provide for technical assist-
ance and training, data collection, and dis-
semination of relevant information; and

(C) provide for the general administration
of the program.

(3) ADMINISTRATION.—Not later than 30
days after the date of enactment of this Act,
the Attorney General shall appoint an Ad-
ministrator (in this section referred to as the
“Administrator’’) to carry out the program.

(4) PROGRAM AUTHORIZATION.—To be eligi-
ble to receive an initial grant or a renewal
grant under this section, a coalition shall
meet each of the following criteria:

(A) COMPOSITION.—The coalition shall con-
sist of 1 or more representatives of—

(i) the local police department or sheriff’s
department;

(ii) the local prosecutors’ office;

(iii) the United States Attorney’s office;

(iv) the Federal Bureau of Investigation;

(v) the Bureau of Alcohol, Tobacco and
Firearms;

(vi) State or local probation officers;

(vii) religious affiliated or fraternal orga-
nizations involved in crime prevention;

(viii) schools;

(ix) parents or local grass roots organiza-
tions such as neighborhood watch groups;
and

(x) social service agencies involved in
crime prevention.

(B) OTHER PARTICIPANTS.—If possible, in
addition to the representatives from the cat-
egories listed in subparagraph (A), the coali-
tion shall include—

(i) representatives from the business com-
munity; and

(ii) researchers who have studied criminal
justice and can offer technical or other as-
sistance.

(C) COORDINATED STRATEGY.—A coalition
shall submit to the Attorney General, or the
Attorney General’s designee, a comprehen-
sive plan for reducing violent juvenile crime.
To be eligible for consideration, a plan
shall—

(i) ensure close collaboration among all
members of the coalition in suppressing and
preventing juvenile crime;

(ii) place heavy emphasis on coordinated
enforcement initiatives, such as Federal and
State programs that coordinate local police
departments, prosecutors, and local commu-
nity leaders to focus on the suppression of
violent juvenile crime involving gangs;

(iii) ensure that there is close collabora-
tion between police and probation officers in
the supervision of juvenile offenders, such as
initiatives that coordinate the efforts of par-
ents, school officials, and police and proba-
tion officers to patrol the streets and make
home visits to ensure that offenders comply
with the terms of their probation;

(iv) ensure that a program is in place to
trace all firearms seized from crime scenes
or offenders in an effort to identify illegal
gun traffickers; and

(v) ensure that effective crime prevention
programs are in place, such as programs that
provide after-school safe havens and other
opportunities for at-risk youth to escape or
avoid gang or other criminal activity, and to
reduce recidivism.

(D) ACCOUNTABILITY.—A coalition shall—
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(i) establish a system to measure and re-
port outcomes consistent with common indi-
cators and evaluation protocols established
by the Administrator and which receives the
approval of the Administrator; and

(ii) devise a detailed model for measuring
and evaluating the success of the plan of the
coalition in reducing violent juvenile crime,
and provide assurances that the plan will be
evaluated on a regular basis to assess
progress in reducing violent juvenile crime.

(5) GRANT AMOUNTS.—

(A) IN GENERAL.—The Administrator may
grant to an eligible coalition under this
paragraph, an amount not to exceed the
amount of non-Federal funds raised by the
coalition, including in-kind contributions,
for that fiscal year.

(B) NONSUPPLANTING REQUIREMENT.—A coa-
lition seeking funds shall provide reasonable
assurances that funds made available under
this program to States or units of local gov-
ernment shall be so used as to supplement
and increase (but not supplant) the level of
the State, local, and other non-Federal funds
that would in the absence of such Federal
funds be made available for programs de-
scribed in this section, and shall in no event
replace such State, local, or other non-Fed-
eral funds.

(C) SUSPENSION OF GRANTS.—If a coalition
fails to continue to meet the criteria set
forth in this section, the Administrator may
suspend the grant, after providing written
notice to the grant recipient and an oppor-
tunity to appeal.

(D) RENEWAL GRANTS.—Subject to subpara-
graph (E), the Administrator may award a
renewal grant to a grant recipient under this
subparagraph for each fiscal year following
the fiscal year for which an initial grant is
awarded, in an amount not to exceed the
amount of non-Federal funds raised by the
coalition, including in-kind contributions,
for that fiscal year, during the 4-year period
following the period of the initial grant.

(E) LIMITATION.—The amount of a grant
award under this section may not exceed
$300,000 for a fiscal year.

(6) PERMITTED USE OF FUNDS.—A coalition
receiving funds under this section may ex-
pend such Federal funds on any use or pro-
gram that is contained in the plan submitted
to the Administrator.

(7) CONGRESSIONAL CONSULTATION.—Two
years after the date of implementation of the
program established in this section, the Gen-
eral Accounting Office shall submit a report
to Congress reviewing the effectiveness of
the program in suppressing and reducing vio-
lent juvenile crime in the participating com-
munities. The report shall contain an anal-
ysis of each community participating in the
program, along with information regarding
the plan undertaken in the community, and
the effectiveness of the plan in reducing vio-
lent juvenile crime. The report shall contain
recommendations regarding the efficacy of
continuing the program.

(b) INFORMATION COLLECTION AND DISSEMI-
NATION WITH RESPECT TO COALITIONS.—

(1) COALITION INFORMATION.—For the pur-
pose of audit and examination, the Adminis-
trator—

(A) shall have access to any books, docu-
ments, papers, and records that are pertinent
to any grant or grant renewal request under
this section; and

(B) may periodically request information
from a coalition to ensure that the coalition
meets the applicable criteria.

(2) REPORTING.—The Administrator shall,
to the maximum extent practicable and in a
manner consistent with applicable law, mini-
mize reporting requirements by a coalition
and expedite any application for a renewal
grant made under this section.
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(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated from
the Violent Crime Reduction Trust Fund to
carry out this section, $3,000,000 in each of
fiscal years 2002, 2003, and 2004.

SEC. 1404. REIMBURSEMENT OF STATES FOR
COSTS OF INCARCERATING JUVE-
NILE ALIEN OFFENDERS.

(a) IN GENERAL.—Section 501 of the Immi-
gration Reform and Control Act of 1986 (8
U.S.C. 1365) is amended—

(1) in subsection (a), by inserting ‘‘or ille-
gal juvenile alien who has been adjudicated
delinquent and committed to a juvenile cor-
rectional facility by such State or locality’’
before the period;

(2) in subsection (b), by inserting ‘‘(includ-
ing any juvenile alien who has been adju-
dicated delinquent and has been committed
to a correctional facility)’’ before ‘‘who is in
the United States unlawfully’’; and

(3) by adding at the end the following:

““(f) JUVENILE ALIEN DEFINED.—In this sec-
tion, the term ‘juvenile alien’ means an alien
(as that term is defined in section 101(a)(3) of
the Immigration and Nationality Act (8
U.S.C. 1103)) who has been adjudicated delin-
quent and committed to a correctional facil-
ity by a State or locality as a juvenile of-
fender.”.

Subtitle E—Ballistics, Law Assistance, and
Safety Technology
SEC. 1501. SHORT TITLE.

This subtitle may be cited as the ‘“Ballis-
tics, Law Assistance, and Safety Technology
Act” (“BLAST”).

SEC. 1502. PURPOSES.

The purposes of this subtitle are—

(1) to increase public safety by assisting
law enforcement in solving more gun-related
crimes and offering prosecutors evidence to
link felons to gun crimes through ballistics
technology;

(2) to provide for ballistics testing of all
new firearms for sale to assist in the identi-
fication of firearms used in crimes;

(3) to require ballistics testing of all fire-
arms in custody of Federal agencies to assist
in the identification of firearms used in
crimes; and

(4) to add ballistics testing to existing fire-
arms enforcement programs.

SEC. 1503. DEFINITION OF BALLISTICS.

Section 921(a) of title 18, United States
Code, is amended by adding at the end the
following:

‘“(835) BALLISTICS.—The term ‘ballistics’
means a comparative analysis of fired bul-
lets and cartridge casings to identify the
firearm from which bullets were discharged,
through identification of the unique charac-
teristics that each firearm imprints on bul-
lets and cartridge casings.”’.

SEC. 1504. TEST FIRING AND AUTOMATED STOR-
AGE OF BALLISTICS RECORDS.

(a) AMENDMENT.—Section 923 of title 18,
United States Code, is amended by adding at
the end the following:

‘“(m)(1) In addition to the other licensing
requirements under this section, a licensed
manufacturer or licensed importer shall—

‘“(A) test fire firearms manufactured or im-
ported by such licensees as specified by the
Secretary by regulation;

‘“(B) prepare ballistics images of the fired
bullet and cartridge casings from the test
fire;

‘“(C) make the records available to the Sec-
retary for entry in a computerized database;
and

‘(D) store the fired bullet and cartridge
casings in such a manner and for such a pe-
riod as specified by the Secretary by regula-
tion.

‘“(2) Nothing in this subsection creates a
cause of action against any Federal firearms
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licensee or any other person for any civil li-
ability except for imposition of a civil pen-
alty under this section.

““(3)(A) The Attorney General and the Sec-
retary shall assist firearm manufacturers
and importers in complying with paragraph
(1) through—

‘(i) the acquisition, disposition, and up-
grades of ballistics equipment and bullet re-
covery equipment to be placed at or near the
sites of licensed manufacturers and import-
ers;

‘‘(ii) the hiring or designation of personnel
necessary to develop and maintain a data-
base of ballistics images of fired bullets and
cartridge casings, research and evaluation;

‘‘(iii) providing education about the role of
ballistics as part of a comprehensive firearm
crime reduction strategy;

‘(iv) providing for the coordination among
Federal, State, and local law enforcement
and regulatory agencies and the firearm in-
dustry to curb firearm-related crime and il-
legal firearm trafficking; and

‘“(v) any other steps necessary to make
ballistics testing effective.

‘““(B) The Attorney General and the Sec-
retary shall—

‘‘(i) establish a computer system through
which State and local law enforcement agen-
cies can promptly access ballistics records
stored under this subsection, as soon as such
a capability is available; and

‘“(ii) encourage training for all ballistics
examiners.

‘“(4) Not later than 1 year after the date of
enactment of this subsection and annually
thereafter, the Attorney General and the
Secretary shall submit to the Committee on
the Judiciary of the Senate and the Com-
mittee on the Judiciary of the House of Rep-
resentatives a report regarding the impact of
this section, including—

“(A) the number of Federal and State
criminal investigations, arrests, indict-
ments, and prosecutions of all cases in which
access to ballistics records provided under
this section served as a valuable investiga-
tive tool;

“(B) the extent to which ballistics records
are accessible across jurisdictions; and

“(C) a statistical evaluation of the test
programs conducted pursuant to section 1506
of the Ballistics, Law Assistance, and State
Technology Act.

‘() There is authorized to be appropriated
to the Department of Justice and the De-
partment of the Treasury for each of fiscal
years 2002 through 2005, $20,000,000 to carry
out this subsection, including—

““(A) installation of ballistics equipment
and bullet recovery equipment;

‘(B) establishment of sites for ballistics
testing;

‘“(C) salaries and expenses of necessary per-
sonnel; and

‘(D) research and evaluation.

‘“(6) The Secretary and the Attorney Gen-
eral shall conduct mandatory ballistics test-
ing of all firearms obtained or in the posses-
sion of their respective agencies.”’.

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendment made by sub-
section (a) take effect on the date on which
the Attorney General and the Secretary of
the Treasury, in consultation with the Board
of the National Integrated Ballistics Infor-
mation Network, certify that the ballistics
systems used by the Department of Justice
and the Department of the Treasury are suf-
ficiently interoperable to make mandatory
ballistics testing of new firearms possible.

(2) EFFECTIVE ON DATE OF ENACTMENT.—
Section 923(m)(6) of title 18, United States
Code, as added by subsection (a), shall take
effect on the date of enactment of this Act.
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SEC. 1505. PRIVACY RIGHTS OF LAW ABIDING
CITIZENS.

Ballistics information of individual guns in
any form or database established by this Act
may not be used for—

(1) prosecutorial purposes unless law en-
forcement officials have a reasonable belief
that a crime has been committed and that
ballistics information would assist in the in-
vestigation of that crime; or

(2) the creation of a national firearms reg-
istry of gun owners.

SEC. 1506. DEMONSTRATION FIREARM CRIME RE-
DUCTION STRATEGY.

(a) IN GENERAL.—Not later than 60 days
after the date of enactment of this Act, the
Secretary of the Treasury and the Attorney
General shall establish in the jurisdictions
selected under subsection (¢), a comprehen-
sive firearm crime reduction strategy that
meets the requirements of subsection (b).

(b) PROGRAM ELEMENTS.—Each program es-
tablished under subsection (a) shall, for the
jurisdiction concerned—

(1) provide for ballistics testing, in accord-
ance with criteria set forth by the National
Integrated Ballistics Information Network,
of all firearms recovered during criminal in-
vestigations, in order to—

(A) identify the types and origins of the
firearms;

(B) identify suspects; and

(C) link multiple crimes involving the
same firearm;

(2) require that all identifying information
relating to firearms recovered during crimi-
nal investigations be promptly submitted to
the Secretary of the Treasury, in order to
identify the types and origins of the firearms
and to identify illegal firearms traffickers;

(3) provide for coordination among Fed-
eral, State, and local law enforcement offi-
cials, firearm examiners, technicians, lab-
oratory personnel, investigators, and pros-
ecutors in the tracing and ballistics testing
of firearms and the investigation and pros-
ecution of firearms-related crimes including
illegal firearms trafficking; and

(4) require analysis of firearm tracing and
ballistics data in order to establish trends in
firearm-related crime and firearm traf-
ficking.

(¢) PARTICIPATING JURISDICTIONS.—

(1) IN GENERAL.—The Secretary of the
Treasury and the Attorney General shall se-
lect not fewer than 10 jurisdictions for par-
ticipation in the program under this section.

(2) CONSIDERATIONS.—In selecting jurisdic-
tions under this subsection, the Secretary of
the Treasury and the Attorney General shall
give priority to jurisdictions that—

(A) participate in comprehensive firearm
law enforcement strategies, including pro-
grams such as the Youth Crime Gun Inter-
diction Initiative, Project Achilles, Project
Disarm, Project Triggerlock, Project Exile,
Project Surefire, and Operation Ceasefire;

(B) draft a plan to share ballistics records
with nearby jurisdictions that require ballis-
tics testing of firearms recovered during
criminal investigations; and

(C) pledge to match Federal funds for the
expansion of ballistics testing on a one-on-
one basis.

(d) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated for
each of fiscal years 2002 through 2005,
$20,000,000 to carry out this section, includ-
ing—

(1) installation of ballistics equipment; and

(2) salaries and expenses for personnel (in-
cluding personnel from the Department of
Justice and the Bureau of Alcohol, Tobacco,
and Firearms).
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Subtitle F—Offender Reentry and
Community Safety
SEC. 1601. SHORT TITLE.

This subtitle may be cited as the ‘‘Offender
Reentry and Community Safety Act of 2001”.
SEC. 1602. FINDINGS.

Congress finds the following:

(1) There are now nearly 1,900,000 individ-
uals in our country’s prisons and jails, in-
cluding over 140,000 individuals under the ju-
risdiction of the Federal Bureau of Prisons.

(2) Enforcement of offender violations of
conditions of releases has sharply increased
the number of offenders who return to pris-
on—while revocations comprised 17 percent
of State prison admissions in 1980, they rose
to 36 percent in 1998.

(3) Although prisoners generally are serv-
ing longer sentences than they did a decade
ago, most eventually reenter communities;
for example, in 1999, approximately 538,000
State prisoners and over 50,000 Federal pris-
oners, a record number, were returned to
American communities. Approximately
100,000 State offenders who returned to com-
munities received no supervision whatso-
ever.

(4) Historically, two-thirds of returning
State prisoners have been rearrested for new
crimes within three years, so these individ-
uals pose a significant public safety risk and
a continuing financial burden to society.

(5) A key element to effective post-incar-
ceration supervision is an immediate, pre-
determined, and appropriate response to vio-
lations of the conditions of supervision.

(6) An estimated 187,000 State and Federal
prison inmates have been diagnosed with
mental health problems; about 70 percent of
State prisoners and 57 percent of Federal
prisoners have a history of drug use or abuse;
and nearly 75 percent of released offenders
with heroin or cocaine problems return to
using drugs within three months if un-
treated; however, few States link prison
mental health treatment programs with
those in the return community.

(7) Between 1987 and 1997, the volume of ju-
venile adjudicated cases resulting in court-
ordered residential placements rose 56 per-
cent. In 1997 alone, there were a total of
163,200 juvenile court-ordered residential
placements. The steady increase of youth
exiting residential placement has strained
the juvenile justice aftercare system, how-
ever, without adequate supervision and serv-
ices, youth are likely to relapse, recidivate,
and return to confinement at the public’s ex-
pense.

(8) Emerging technologies and multidisci-
plinary community-based strategies present
new opportunities to alleviate the public
safety risk posed by released prisoners while
helping offenders to reenter their commu-
nities successfully.

SEC. 1603. PURPOSES.

The purposes of this subtitle are to—

(1) establish demonstration projects in sev-
eral Federal judicial districts, the District of
Columbia, and in the Federal Bureau of Pris-
ons, using new strategies and emerging tech-
nologies that alleviate the public safety risk
posed by released prisoners by promoting
their successful reintegration into the com-
munity;

(2) establish court-based programs to mon-
itor the return of offenders into commu-
nities, using court sanctions to promote
positive behavior;

(3) establish offender reentry demonstra-
tion projects in the states using government
and community partnerships to coordinate
cost efficient strategies that ensure public
safety and enhance the successful reentry
into communities of offenders who have
completed their prison sentences;

(4) establish intensive aftercare dem-
onstration projects that address public safe-
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ty and ensure the special reentry needs of ju-
venile offenders by coordinating the re-
sources of juvenile correctional agencies, ju-
venile courts, juvenile parole agencies, law
enforcement agencies, social service pro-
viders, and local Workforce Investment
Boards; and

(5) rigorously evaluate these reentry pro-
grams to determine their effectiveness in re-
ducing recidivism and promoting successful
offender reintegration.

PART 1—FEDERAL REENTRY
DEMONSTRATION PROJECTS
SEC. 1611. FEDERAL REENTRY CENTER DEM-
ONSTRATION.

(a) AUTHORITY AND ESTABLISHMENT OF DEM-
ONSTRATION PROJECT.—From funds made
available to carry out this section, the At-
torney General, in consultation with the Di-
rector of the Administrative Office of the
United States Courts, shall establish the
Federal Reentry Center Demonstration
project. The project shall involve appro-
priate prisoners from the Federal prison pop-
ulation and shall utilize community correc-
tions facilities, home confinement, and a co-
ordinated response by Federal agencies to as-
sist participating prisoners, under close
monitoring and more seamless supervision,
in preparing for and adjusting to reentry
into the community.

(b) PROJECT ELEMENTS.—The project au-
thorized by subsection (a) shall include—

(1) a Reentry Review Team for each pris-
oner, consisting of representatives from the
Bureau of Prisons, the United States Proba-
tion System, and the relevant community
corrections facility, who shall initially meet
with the prisoner to develop a reentry plan
tailored to the needs of the prisoner and in-
corporating victim impact information, and
will thereafter meet regularly to monitor
the prisoner’s progress toward reentry and
coordinate access to appropriate reentry
measures and resources;

(2) regular drug testing, as appropriate;

(3) a system of graduated levels of super-
vision within the community corrections fa-
cility to promote community safety, provide
incentives for prisoners to complete the re-
entry plan, including victim restitution, and
provide a reasonable method for imposing
immediate sanctions for a prisoner’s minor
or technical violation of the conditions of
participation in the project;

(4) substance abuse treatment and
aftercare, mental and medical health treat-
ment and aftercare, vocational and edu-
cational training, life skills instruction, con-
flict resolution skills training, batterer
intervention programs, assistance obtaining
suitable affordable housing, and other pro-
gramming to promote effective reintegration
into the community as needed;

(5) to the extent practicable, the recruit-
ment and utilization of local citizen volun-
teers, including volunteers from the faith-
based and business communities, to serve as
advisers and mentors to prisoners being re-
leased into the community;

(6) a description of the methodology and
outcome measures that will be used to evalu-
ate the program; and

(7) notification to victims on the status
and nature of offenders’ reentry plan.

(c) PROBATION OFFICERS.—From funds
made available to carry out this section, the
Director of the Administrative Office of the
United States Courts shall assign one or
more probation officers from each partici-
pating judicial district to the Reentry Dem-
onstration project. Such officers shall be as-
signed to and stationed at the community
corrections facility and shall serve on the
Reentry Review Teams.

(d) PROJECT DURATION.—The Reentry Cen-
ter Demonstration project shall begin not
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later than 6 months following the avail-
ability of funds to carry out this section, and
shall last 3 years. The Attorney General may
extend the project for a period of up to 6
months to enable participant prisoners to
complete their involvement in the project.

(e) SELECTION OF DISTRICTS.—The Attorney
General, in consultation with the Judicial
Conference of the United States, shall select
an appropriate number of Federal judicial
districts in which to carry out the Reentry
Center Demonstration project.

(f) COORDINATION OF PROJECTS.—The Attor-
ney General, may, if appropriate, include in
the Reentry Center Demonstration project
offenders who participated in the Enhanced
In-Prison Vocational Assessment and Train-
ing Demonstration project established by
section 1615 of this Act.

SEC. 1612. FEDERAL HIGH-RISK OFFENDER RE-
ENTRY DEMONSTRATION.

(a) AUTHORITY AND ESTABLISHMENT OF DEM-
ONSTRATION PROJECT.—From funds made
available to carry out this section, the Di-
rector of the Administrative Office of the
United States Courts, in consultation with
the Attorney General, shall establish the
Federal High-Risk Offender Reentry Dem-
onstration project. The project shall involve
Federal offenders under supervised release
who have previously violated the terms of
their release following a term of imprison-
ment and shall utilize, as appropriate and in-
dicated, community corrections facilities,
home confinement, appropriate monitoring
technologies, and treatment and program-
ming to promote more effective reentry into
the community.

(b) PROJECT ELEMENTS.—The project au-
thorized by subsection (a) shall include—

(1) participation by Federal prisoners who
have previously violated the terms of their
release following a term of imprisonment;

(2) use of community corrections facilities
and home confinement that, together with
the technology referenced in paragraph (5),
will be part of a system of graduated levels
of supervision;

(3) substance abuse treatment and
aftercare, mental and medical health treat-
ment and aftercare, vocational and edu-
cational training, life skills instruction, con-
flict resolution skills training, batterer
intervention programs, and other program-
ming to promote effective reintegration into
the community as appropriate;

(4) involvement of a victim advocate and
the family of the prisoner, if it is safe for the
victim(s), especially in domestic violence
cases, to be involved;

(5) the use of monitoring technologies, as
appropriate and indicated, to monitor and
supervise participating offenders in the com-
munity;

(6) a description of the methodology and
outcome measures that will be used to evalu-
ate the program; and

(7) notification to victims on the status
and nature of a prisoner’s reentry plan.

() MANDATORY CONDITION OF SUPERVISED
RELEASE.—In each of the judicial districts in
which the demonstration project is in effect,
appropriate offenders who are found to have
violated a previously imposed term of super-
vised release and who will be subject to some
additional term of supervised release, shall
be designated to participate in the dem-
onstration project. With respect to these of-
fenders, the court shall impose additional
mandatory conditions of supervised release
that each offender shall, as directed by the
probation officer, reside at a community cor-
rections facility or participate in a program
of home confinement, or both, and submit to
appropriate monitoring, and otherwise par-
ticipate in the project.

(d) PROJECT DURATION.—The Federal High-
Risk Offender Reentry Demonstration shall
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begin not later than six months following
the availability of funds to carry out this
section, and shall last 3 years. The Director
of the Administrative Office of the United
States Courts may extend the project for a
period of up to six months to enable partici-
pating prisoners to complete their involve-
ment in the project.

(e) SELECTION OF DISTRICTS.—The Judicial
Conference of the United States, in consulta-
tion with the Attorney General, shall select
an appropriate number of Federal judicial
districts in which to carry out the Federal
High-Risk Offender Reentry Demonstration
project.

SEC. 1613. DISTRICT OF COLUMBIA INTENSIVE
SUPERVISION, TRACKING, AND RE-
ENTRY TRAINING (DC ISTART) DEM-
ONSTRATION.

(a) AUTHORITY AND ESTABLISHMENT OF DEM-
ONSTRATION PROJECT.—From funds made
available to carry out this section, the
Trustee of the Court Services and Offender
Supervision Agency of the District of Colum-
bia, as authorized by the National Capital
Revitalization and Self Government Im-
provement Act of 1997 (Public Law 105-33; 111
Stat. 712) shall establish the District of Co-
lumbia Intensive Supervision, Tracking and
Reentry Training Demonstration (DC
iSTART) project. The project shall involve
high risk District of Columbia parolees who
would otherwise be released into the commu-
nity without a period of confinement in a
community corrections facility and shall
utilize intensive supervision, monitoring,
and programming to promote such parolees’
successful reentry into the community.

(b) PROJECT ELEMENTS.—The project au-
thorized by subsection (a) shall include—

(1) participation by appropriate high risk
parolees;

(2) use of community corrections facilities
and home confinement;

(3) a Reentry Review Team that includes a
victim witness professional for each parolee
which shall meet with the parolee—by video
conference or other means as appropriate—
before the parolee’s release from the custody
of the Federal Bureau of Prisons to develop
a reentry plan that incorporates victim im-
pact information and is tailored to the needs
of the parolee and which will thereafter meet
regularly to monitor the parolee’s progress
toward reentry and coordinate access to ap-
propriate reentry measures and resources;

(4) regular drug testing, as appropriate;

(5) a system of graduated levels of super-
vision within the community corrections fa-
cility to promote community safety, encour-
age victim restitution, provide incentives for
prisoners to complete the reentry plan, and
provide a reasonable method for imme-
diately sanctioning a prisoner’s minor or
technical violation of the conditions of par-
ticipation in the project;

(6) substance abuse treatment and
aftercare, mental and medical health treat-
ment and aftercare, vocational and edu-
cational training, life skills instruction, con-
flict resolution skills training, batterer
intervention programs, assistance obtaining
suitable affordable housing, and other pro-
gramming to promote effective reintegration
into the community as needed and indicated;

(7) the use of monitoring technologies, as
appropriate;

(8) to the extent practicable, the recruit-
ment and utilization of local citizen volun-
teers, including volunteers from the faith-
based communities, to serve as advisers and
mentors to prisoners being released into the
community; and

(9) notification to victims on the status
and nature of a prisoner’s reentry plan.

(c) MANDATORY CONDITION OF PAROLE.—For
those offenders eligible to participate in the
demonstration project, the United States Pa-
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role Commission shall impose additional
mandatory conditions of parole such that
the offender when on parole shall, as directed
by the community supervision officer, reside
at a community corrections facility or par-
ticipate in a program of home confinement,
or both, submit to electronic and other re-
mote monitoring, and otherwise participate
in the project.

(d) PROGRAM DURATION.—The District of
Columbia Intensive Supervision, Tracking
and Reentry Training Demonstration shall
begin not later than 6 months following the
availability of funds to carry out this sec-
tion, and shall last 3 years. The Trustee of
the Court Services and Offender Supervision
Agency of the District of Columbia may ex-
tend the project for a period of up to 6
months to enable participating prisoners to
complete their involvement in the project.
SEC. 1614. FEDERAL INTENSIVE SUPERVISION,

TRACKING, AND REENTRY TRAINING
(FED ISTART) DEMONSTRATION.

(a) AUTHORITY AND ESTABLISHMENT OF DEM-
ONSTRATION PROJECT.—From funds made
available to carry out this section, the Di-
rector of the Administrative Office of the
United States Courts shall establish the Fed-
eral Intensive Supervision, Tracking and Re-
entry Training Demonstration (FED
iSTART) project. The project shall involve
appropriate high risk Federal offenders who
are being released into the community with-
out a period of confinement in a community
corrections facility.

(b) PrROJECT ELEMENTS.—The project au-
thorized by subsection (a) shall include—

(1) participation by appropriate high risk
Federal offenders;

(2) significantly smaller caseloads for pro-
bation officers participating in the dem-
onstration project;

(3) substance abuse treatment and
aftercare, mental and medical health treat-
ment and aftercare, vocational and edu-
cational training, life skills instruction, con-
flict resolution gskills training, batterer
intervention programs, assistance obtaining
suitable affordable housing, and other pro-
gramming to promote effective reintegration
into the community as needed; and

(4) notification to victims on the status
and nature of a prisoner’s reentry plan.

(c) PROGRAM DURATION.—The Federal In-
tensive Supervision, Tracking and Reentry
Training Demonstration shall begin not
later than 6 months following the avail-
ability of funds to carry out this section, and
shall last 3 years. The Director of the Ad-
ministrative Office of the United States
Courts may extend the project for a period of
up to six months to enable participating
prisoners to complete their involvement in
the project.

(d) SELECTION OF DISTRICTS.—The Judicial
Conference of the United States, in consulta-
tion with the Attorney General, shall select
an appropriate number of Federal judicial
districts in which to carry out the Federal
Intensive Supervision, Tracking and Reentry
Training Demonstration project.

SEC. 1615. FEDERAL ENHANCED IN-PRISON VOCA-
TIONAL ASSESSMENT AND TRAINING
DEMONSTRATION.

(a) AUTHORITY AND ESTABLISHMENT OF DEM-
ONSTRATION PROJECT.—From funds made
available to carry out this section, the At-
torney General shall establish the Federal
Enhanced In-Prison Vocational Assessment
and Training Demonstration project in se-
lected institutions. The project shall provide
in-prison assessments of prisoners’ voca-
tional needs and aptitudes, enhanced work
skills development, enhanced release readi-
ness programming, and other components as
appropriate to prepare Federal prisoners for
release and reentry into the community.

(b) PROGRAM DURATION.—The Enhanced In-
Prison Vocational Assessment and Training
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Demonstration shall begin not later than six
months following the availability of funds to
carry out this section, and shall last 3 years.
The Attorney General may extend the
project for a period of up to 6 months to en-
able participating prisoners to complete
their involvement in the project.

SEC. 1616. RESEARCH AND REPORTS TO CON-

GRESS.

(a) ATTORNEY GENERAL.—Not later than 2
years after the enactment of this Act, the
Attorney General shall report to Congress on
the progress of the demonstration projects
authorized by sections 1611 and 1615. Not
later than 1 year after the end of the dem-
onstration projects authorized by sections
1611 and 1615, the Director of the Federal Bu-
reau of Prisons shall report to Congress on
the effectiveness of the reentry projects au-
thorized by sections 1611 and 1615 on post-re-
lease outcomes and recidivism. The report
shall address post-release outcomes and re-
cidivism for a period of 3 years following re-
lease from custody. The reports submitted
pursuant to this section shall be submitted
to the Committees on the Judiciary in the
House of Representatives and the Senate.

(b) ADMINISTRATIVE OFFICE OF THE UNITED
STATES COURTS.—Not later than 2 years after
the enactment of this Act, Director of the
Administrative Office of the United States
Courts shall report to Congress on the
progress of the demonstration projects au-
thorized by sections 1612 and 1614. Not later
than 180 days after the end of the demonstra-
tion projects authorized by sections 1612 and
1614, the Director of the Administrative Of-
fice of the United States Courts shall report
to Congress on the effectiveness of the re-
entry projects authorized by sections 1612
and 1614 on post-release outcomes and recidi-
vism. The report should address post-release
outcomes and recidivism for a period of 3
years following release from custody. The re-
ports submitted pursuant to this section
shall be submitted to the Committees on the
Judiciary in the House of Representatives
and the Senate.

(c) DC ISTART.—Not later than 2 years
after the enactment of this Act, the Execu-
tive Director of the corporation or institute
authorized by section 11281(2) of the National
Capital Revitalization and Self-Government
Improvement Act of 1997 (Pub. Law 105-33;
111 Stat. 712) shall report to Congress on the
progress of the demonstration project au-
thorized by section 1613 of this Act. Not later
than 1 year after the end of the demonstra-
tion project authorized by section 1613, the
Executive Director of the corporation or in-
stitute authorized by section 11281(2) of the
National Capital Revitalization and Self-
Government Improvement Act of 1997 (Pub.
Law 105-33; 111 Stat. 712) shall report to Con-
gress on the effectiveness of the reentry
project authorized by section 1613 of this Act
on post-release outcomes and recidivism.
The report shall address post-release out-
comes and recidivism for a period of three
years following release from custody. The re-
ports submitted pursuant to this section
shall be submitted to the Committees on the
Judiciary in the House of Representatives
and the Senate. In the event that the cor-
poration or institute authorized by section
11281(2) of the National Capital Revitaliza-
tion and Self-Government Improvement Act
of 1997 (Pub. Law 105-33; 111 Stat. 712) is not
in operation 1 year after the enactment of
this Act, the Director of the National Insti-
tute of Justice shall prepare and submit the
reports required by this section and may do
so from funds made available to the Court
Services and Offender Supervision Agency of
the District of Columbia, as authorized by
the National Capital Revitalization and Self-
Government Improvement Act of 1997 (Pub.
Law 105-33; 111 Stat. 712).
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SEC. 1617. DEFINITIONS.

In this part—

(1) the term ‘‘appropriate prisoner’ means
a person who is considered by prison authori-
ties—

(A) to pose a medium to high risk of com-
mitting a criminal act upon reentering the
community, and

(B) to lack the skills and family support
network that facilitate successful reintegra-
tion into the community; and

(2) the term ‘‘appropriate high risk parol-
ees’”’ means parolees considered by prison au-
thorities—

(A) to pose a medium to high risk of com-
mitting a criminal act upon reentering the
community; and

(B) to lack the skills and family support
network that facilitate successful reintegra-
tion into the community.

SEC. 1618. AUTHORIZATION OF APPROPRIATIONS.

To carry out this part, there are author-
ized to be appropriated, to remain available
until expended, the following amounts:

(1) To the Federal Bureau of Prisons—

(A) $1,375,000 for fiscal year 2002;

(B) $1,110,000 for fiscal year 2003;

(C) $1,130,000 for fiscal year 2004;

(D) $1,155,000 for fiscal year 2005; and

(E) $1,230,000 for fiscal year 2006.

(2) To the Federal Judiciary—

(A) $3,380,000 for fiscal year 2002;

(B) $3,540,000 for fiscal year 2003;

(C) $3,720,000 for fiscal year 2004;

(D) $3,910,000 for fiscal year 2005; and

(E) $4,100,000 for fiscal year 2006.

(3) To the Court Services and Offender Su-
pervision Agency of the District of Colum-
bia, as authorized by the National Capital
Revitalization and Self-Government Im-
provement Act of 1997 (Pub. Law 105-33; 111
Stat. 712)—

(A) $4,860,000 for fiscal year 2002;

(B) $4,510,000 for fiscal year 2003;

(C) $4,620,000 for fiscal year 2004;

(D) $4,740,000 for fiscal year 2005; and

(E) $4,860,000 for fiscal year 2006.

PART 2—STATE REENTRY GRANT

PROGRAMS
SEC. 1621. AMENDMENTS TO THE OMNIBUS
CRIME CONTROL AND SAFE

STREETS ACT OF 1968.

(a) IN GENERAL.—Title I of the Omnibus
Crime Control and Safe Streets Act of 1968
(42 U.S.C. 3711 et seq.) as amended, is amend-
ed by inserting after part CC the following
new part:

“PART DD—OFFENDER REENTRY AND
COMMUNITY SAFETY
“SEC. 2951. ADULT OFFENDER STATE AND LOCAL

REENTRY PARTNERSHIPS.

“(a) GRANT AUTHORIZATION.—The Attorney
General shall make grants of up to $1,000,000
to States, Territories, and Indian tribes, in
partnership with units of local government
and nonprofit organizations, for the purpose
of establishing adult offender reentry dem-
onstration projects. Funds may be expended
by the projects for the following purposes:

‘(1) oversight/monitoring of released of-
fenders;

‘(2) providing returning offenders with
drug and alcohol testing and treatment and
mental health assessment and services;

‘(3) convening community impact panels,
victim impact panels or victim impact edu-
cational classes;

‘“(4) providing and coordinating the deliv-
ery of other community services to offenders
such as housing assistance, education, em-
ployment training, conflict resolution skills
training, batterer intervention programs,
and other social services as appropriate; and

‘“(b) establishing and implementing grad-
uated sanctions and incentives.

“(b) SUBMISSION OF APPLICATION.—In addi-
tion to any other requirements that may be
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specified by the Attorney General, an appli-
cation for a grant under this subpart shall—

‘(1) describe a long-term strategy and de-
tailed implementation plan, including how
the jurisdiction plans to pay for the program
after the Federal funding ends;

‘(2) identify the governmental and com-
munity agencies that will be coordinated by
this project;

““(3) certify that there has been appropriate
consultation with all affected agencies and
there will be appropriate coordination with
all affected agencies in the implementation
of the program, including existing commu-
nity corrections and parole; and

‘“(4) describe the methodology and outcome
measures that will be used in evaluating the
program.

‘‘(c) APPLICANTS.—The applicants as des-
ignated under subsection (a)—

‘(1) shall prepare the application as re-
quired under subsection (b); and

‘“(2) shall administer grant funds in accord-
ance with the guidelines, regulations, and
procedures promulgated by the Attorney
General, as necessary to carry out the pur-
poses of this part.

‘(d) MATCHING FUNDS.—The Federal share
of a grant received under this title may not
exceed 25 percent of the costs of the project
funded under this title unless the Attorney
General waives, wholly or in part, the re-
quirements of this section.

‘‘(e) REPORTS.—Each entity that receives a
grant under this part shall submit to the At-
torney General, for each year in which funds
from a grant received under this part is ex-
pended, a report at such time and in such
manner as the Attorney General may reason-
ably require that contains:

‘(1) a summary of the activities carried
out under the grant and an assessment of
whether such activities are meeting the
needs identified in the application funded
under this part; and

‘(2) such other information as the Attor-
ney General may require.

““(f) AUTHORIZATION OF APPROPRIATIONS.—

‘(1) IN GENERAL.—There are authorized to
be appropriated to carry out this section
$40,000,000 in fiscal years 2002 and 2003; and
such sums as may be necessary for each of
the fiscal years 2004, 2005, and 2006.

“(2) LIMITATIONS.—Of the amount made
available to carry out this section in any fis-
cal year—

““(A) not more than 2 percent or less than
1 percent may be used by the Attorney Gen-
eral for salaries and administrative ex-
penses; and

‘“(B) not more than 3 percent or less than
2 percent may be used for technical assist-
ance and training.

“SEC. 2952. STATE AND LOCAL REENTRY COURTS.

‘‘(a) GRANT AUTHORIZATION.—The Attorney
General shall make grants of up to $500,000 to
State and local courts or state agencies, mu-
nicipalities, public agencies, nonprofit orga-
nizations, and tribes that have agreements
with courts to take the lead in establishing
a reentry court. Funds may be expended by
the projects for the following purposes:

‘(1) monitoring offenders returning to the
community;

‘(2) providing returning offenders with
drug and alcohol testing and treatment and
mental and medical health assessment and
services;

‘(3) convening community impact panels,
victim impact panels, or victim impact edu-
cational classes;

‘“(4) providing and coordinating the deliv-
ery of other community services to offend-
ers, such as housing assistance, education,
employment training, conflict resolution
skills training, batterer intervention pro-
grams, and other social services as appro-
priate; and
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‘‘(5) establishing and implementing grad-
uated sanctions and incentives.

““(b) SUBMISSION OF APPLICATION.—In addi-
tion to any other requirements that may be
specified by the Attorney General, an appli-
cation for a grant under this subpart shall—

‘(1) describe a long-term strategy and de-
tailed implementation plan, including how
the jurisdiction plans to pay for the program
after the Federal funding ends;

‘(2) identify the governmental and com-
munity agencies that will be coordinated by
this project;

‘“(3) certify that there has been appropriate
consultation with all affected agencies, in-
cluding existing community corrections and
parole, and there will be appropriate coordi-
nation with all affected agencies in the im-
plementation of the program;

‘“(4) describe the methodology and outcome
measures that will be used in evaluation of
the program.

‘“(c) APPLICANTS.—The applicants as des-
ignated under subsection (a)—

‘(1) shall prepare the application as re-
quired under subsection (b); and

¢“(2) shall administer grant funds in accord-
ance with the guidelines, regulations, and
procedures promulgated by the Attorney
General, as necessary to carry out the pur-
poses of this part.

‘(d) MATCHING FUNDS.—The Federal share
of a grant received under this title may not
exceed 25 percent of the costs of the project
funded under this title unless the Attorney
General waives, wholly or in part, the re-
quirements of this section.

‘‘(e) REPORTS.—Each entity that receives a
grant under this part shall submit to the At-
torney General, for each year in which funds
from a grant received under this part is ex-
pended, a report at such time and in such
manner as the Attorney General may reason-
ably require that contains:

‘(1) a summary of the activities carried
out under the grant and an assessment of
whether such activities are meeting the
needs identified in the application funded
under this part; and

‘(2) such other information as the Attor-
ney General may require.

““(f) AUTHORIZATION OF APPROPRIATIONS.—

‘(1) IN GENERAL.—There are authorized to
be appropriated to carry out this section
$10,000,000 in fiscal years 2002 and 2003, and
such sums as may be necessary for each of
the fiscal years 2004, 2005, and 2006.

“(2) LIMITATIONS.—Of the amount made
available to carry out this section in any fis-
cal year—

““(A) not more than 2 percent or less than
1 percent may be used by the Attorney Gen-
eral for salaries and administrative ex-
penses; and

‘“(B) not more than 3 percent or less than
2 percent may be used for technical assist-
ance and training.

“SEC. 2953. JUVENILE OFFENDER STATE
LOCAL REENTRY PROGRAMS.

‘‘(a) GRANT AUTHORIZATION.—The Attorney
General shall make grants of up to $250,000 to
States, in partnership with local units of
governments or nonprofit organizations, for
the purpose of establishing juvenile offender
reentry programs. Funds may be expended
by the projects for—

‘(1) providing returning juvenile offenders
with drug and alcohol testing and treatment
and mental and medical health assessment
and services;

‘(2) convening victim impact panels, re-
storative justice panels, or victim impact
educational classes for juvenile offenders;

¢“(3) oversight/monitoring of released juve-
nile offenders; and

‘“(4) providing for the planning of reentry
services when the youth is initially incarcer-

AND
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ated and coordinating the delivery of com-
munity-based services, such as education,
conflict resolution skills training, batterer
intervention programs, employment training
and placement, efforts to identify suitable
living arrangements, family involvement
and support, and other services.

“(b) SUBMISSION OF APPLICATION.—In addi-
tion to any other requirements that may be
specified by the Attorney General, an appli-
cation for a grant under this subpart shall—

‘(1) describe a long-term strategy and de-
tailed implementation plan, including how
the jurisdiction plans to pay for the program
after the Federal funding ends;

‘“(2) identify the governmental and com-
munity agencies that will be coordinated by
this project;

““(3) certify that there has been appropriate
consultation with all affected agencies and
there will be appropriate coordination with
all affected agencies, including existing com-
munity corrections and parole, in the imple-
mentation of the program;

‘“(4) describe the methodology and outcome
measures that will be used in evaluating the
program.

‘“(c) APPLICANTS.—The applicants as des-
ignated under subsection (a)—

‘(1) shall prepare the application as re-
quired under subsection (b); and

‘“(2) shall administer grant funds in accord-
ance with the guidelines, regulations, and
procedures promulgated by the Attorney
General, as necessary to carry out the pur-
poses of this part.

‘‘(d) MATCHING FUNDS.—The Federal share
of a grant received under this title may not
exceed 25 percent of the costs of the project
funded under this title unless the Attorney
General waives, wholly or in part, the re-
quirements of this section.

‘‘(e) REPORTS.—Each entity that receives a
grant under this part shall submit to the At-
torney General, for each year in which funds
from a grant received under this part is ex-
pended, a report at such time and in such
manner as the Attorney General may reason-
ably require that contains:

‘(1) a summary of the activities carried
out under the grant and an assessment of
whether such activities are meeting the
needs identified in the application funded
under this part; and

‘“(2) such other information as the Attor-
ney General may require.

¢“(f) AUTHORIZATION OF APPROPRIATIONS.—

‘(1) IN GENERAL.—There are authorized to
be appropriated to carry out this section
$5,000,000 in fiscal years 2002 and 2003, and
such sums as are necessary for each of the
fiscal years 2004, 2005, and 2006.

‘“(2) LIMITATIONS.—Of the amount made
available to carry out this section in any fis-
cal year—

‘“(A) not more than 2 percent or less than
1 percent may be used by the Attorney Gen-
eral for salaries and administrative ex-
penses; and

‘“(B) not more than 3 percent or less than
2 percent may be used for technical assist-
ance and training.

“SEC. 2954. STATE REENTRY PROGRAM RE-
SEARCH, DEVELOPMENT, AND EVAL-
UATION.

‘‘(a) GRANT AUTHORIZATION.—The Attorney
General shall make grants to conduct re-
search on a range of issues pertinent to re-
entry programs, the development and testing
of new reentry components and approaches,
selected evaluation of projects authorized in
the preceding sections, and dissemination of
information to the field.

“(b) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this section $5,000,000 in fiscal
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years 2002 and 2003, and such sums as are nec-
essary to carry out this section in fiscal
years 2004, 2005, and 2006.”".

(b) TECHNICAL AMENDMENT.—The table of
contents of title I of the Omnibus Crime Con-
trol and Safe Street Act of 1968 (42 U.S.C.
3711 et seq.), as amended, is amended by in-
serting after the matter relating to part CC
the following:

“PART DD—OFFENDER REENTRY AND
COMMUNITY SAFETY ACT

‘“Sec. 2951. Adult Offender State and Local
Reentry Partnerships.

‘“Sec. 2952. State and Local Reentry Courts.

‘“Sec. 2953. Juvenile Offender State and
Local Reentry Programs.

“Sec. 2954. State Reentry Program Research
and Evaluation.”.

TITLE II—STRENGTHENING THE FEDERAL
CRIMINAL LAWS

Subtitle A—Combating Gang Violence

PART 1—ENHANCED PENALTIES FOR
GANG-RELATED ACTIVITIES

SEC. 2101. GANG FRANCHISING.

Chapter 26 of title 18, United States Code,
is amended by adding at the end the fol-
lowing:

“SEC. 522. INTERSTATE FRANCHISING OF CRIMI-
NAL STREET GANGS.

‘‘(a) PROHIBITED ACT.—Whoever travels in
interstate or foreign commerce, or causes
another to do so, to recruit, solicit, induce,
command, or cause to create, or attempt to
create a franchise of a criminal street gang
shall be punished in accordance with sub-
section (c).

‘“(b) DEFINITIONS.—In this section:

‘(1) CRIMINAL STREET GANG.—The term
‘criminal street gang’ has the meaning given
that term in section 521.

‘“(2) FRANCHISE.—The term ‘franchise’
means an organized group of individuals re-
lated by name, moniker, or other identifier,
that engages in coordinated violent crime or
drug trafficking activities in interstate or
foreign commerce with a criminal street
gang in another State.

‘“‘(c) PENALTIES.—A person who violates
subsection (a) shall be imprisoned for not
more than 10 years, fined under this title, or
both.”.

SEC. 2102. ENHANCED PENALTY FOR USE OR RE-
CRUITMENT OF MINORS IN GANGS.

(a) IN GENERAL.—Chapter 26 of title 18,
United States Code, as amended by section
2101 of this title, is amended by adding at the
end the following:

“§523. Sentencing enhancement for use or re-
cruitment of minors

“Pursuant to its authority under section
994(p) of title 28, the United States Sen-
tencing Commission shall amend the Federal
sentencing guidelines to provide an appro-
priate enhancement for the use of minors in
a criminal street gang and the recruitment
of minors in furtherance of the creation of a
criminal street gang franchise.”’.

(b) CONFORMING AMENDMENT.—The chapter
analysis for chapter 26 of title 18, United
States Code, is amended by adding at the end
the following:

¢“522. Interstate franchising of criminal
street gangs.

¢523. Sentencing enhancement for use or re-
cruitment of minors.”.

SEC. 2103. GANG FRANCHISING AS A RICO PREDI-

CATE.
Section 1961(1) of title 18, United States
Code, is amended—

(1) by striking ‘‘or”” before ‘‘(F')’’; and
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(2) by inserting ¢, or (G) an offense under
section 522 of this title’” before the semicolon
at the end.

SEC. 2104. INCREASE IN OFFENSE LEVEL FOR
PARTICIPATION IN CRIME AS GANG
MEMBER.

(a) DEFINITION OF CRIMINAL STREET GANG.—
In this section, the term ‘‘criminal street
gang’”’ has the same meaning as in section
521(a) of title 18, United States Code.

(b) SENTENCING ENHANCEMENT.—Pursuant
to its authority under section 994(p) of title
28, United States Code, the United States
Sentencing Commission shall amend the
Federal sentencing guidelines to provide an
appropriate enhancement with respect to
any offense committed in connection with,
or in furtherance of, the activities of a
criminal street gang if the defendant is a
member of the criminal street gang at the
time of the offense.

(c) CONSISTENCY.—In carrying out this sec-
tion, the United States Sentencing Commis-
sion shall—

(1) ensure that there is reasonable consist-
ency with other Federal sentencing guide-
lines; and

(2) avoid duplicative punishment for sub-
stantially the same offense.

SEC. 2105. ENHANCED PENALTY FOR DISCHARGE
OF FIREARMS IN RELATION TO
COUNTS OF VIOLENCE OR DRUG
TRAFFICKING CRIMES.

(a) DEFINITIONS.—In this section, the terms
‘“‘crime of violence” and ‘‘drug trafficking
crime’ have the same meanings as in section
924(c) of title 18, United States Code.

(b) SENTENCING ENHANCEMENT.—Pursuant
to its authority under section 994(p) of title
28, United States Code, the United States
Sentencing Commission shall amend the
Federal sentencing guidelines to provide an
appropriate sentence enhancement with re-
spect to any defendant who discharges a fire-
arm during or in relation to any crime of vi-
olence or any drug trafficking crime.

(c) CONSISTENCY.—In carrying out this sec-
tion, the United States Sentencing Commis-
sion shall—

(1) ensure that there is reasonable consist-
ency with other Federal sentencing guide-
lines; and

(2) avoid duplicative punishment for sub-
stantially the same offense.

SEC. 2106. PUNISHMENT OF ARSON OR BOMBING
AT FACILITIES RECEIVING FEDERAL
FINANCIAL ASSISTANCE.

Section 844(f)(1) of title 18, United States
Code, is amended by inserting ‘‘or any insti-
tution or organization receiving Federal fi-
nancial assistance’ after ‘‘or agency there-
of,”.

SEC. 2107. ELIMINATION OF STATUTE OF LIMITA-
TIONS FOR MURDER.

(a) IN GENERAL.—Section 3281 of title 18,
United States Code, is amended to read as
follows:

“§3281. Capital offenses and Class A felonies

involving murder

““An indictment for any offense punishable
by death or an indictment or information for
a Class A felony involving murder (as defined
in section 1111 or as defined under applicable
State law in the case of an offense under sec-
tion 1963(a) involving racketeering activity
described in section 1961(1)) may be found at
any time without limitation.”.

(b) APPLICABILITY.—The amendment made
by subsection (a) applies to any offense for
which the applicable statute of limitations
had not run as of the date of enactment of
this Act.

SEC. 2108. EXTENSION OF STATUTE OF LIMITA-
TIONS FOR VIOLENT AND DRUG
TRAFFICKING CRIMES.

(a) IN GENERAL.—Chapter 213 of title 18,
United States Code, is amended by adding at
the end the following:
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“§3296. Class A violent and drug trafficking
offenses

‘“Except as provided in section 3281, no per-
son shall be prosecuted, tried, or punished
for a Class A felony that is a crime of vio-
lence or a drug trafficking crime (as that
term is defined in section 924(c)) unless the
indictment is returned or the information is
filed within 10 years after the commission of
the offense.””.

(b) APPLICABILITY.—The amendment made
by subsection (a) applies to any offense for
which the applicable statute of limitations
had not run as of the date of enactment of
this Act.

(¢c) CONFORMING AMENDMENTS.—The chap-
ter analysis for chapter 213 of title 18, United
States Code, is amended—

(1) in the item relating to section 3281, by
inserting ‘‘and Class A felonies involving
murder’”’ before the period; and

(2) by adding at the end the following:
€“3296. Class A violent and drug trafficking

offenses.”.
SEC. 2109. INCREASED PENALTIES UNDER THE
RICO LAW FOR GANG AND VIOLENT
CRIMES.

Section 1963(a) of title 18, United States
Code, is amended by striking ‘‘or imprisoned
not more than 20 years (or for life if the vio-
lation is based on a racketeering activity for
which the maximum penalty includes life
imprisonment), or both,” and inserting ‘‘or
imprisoned not more than the greater of 20
years or the statutory maximum term of im-
prisonment (other than the penalty of death)
applicable to a racketeering activity on
which the violation is based, or both,”.

SEC. 2110. INCREASED PENALTY AND BROAD-
ENED SCOPE OF STATUTE AGAINST
VIOLENT CRIMES IN AID OF RACK-
ETEERING.

Section 1959(a) of title 18, United States
Code, is amended—

(1) by inserting ‘‘or commits any other
crime of violence’ before ‘‘or threatens to
commit a crime of violence’’;

(2) in paragraph (4), by inserting ‘‘commit-
ting any other crime of violence or for” be-
fore ‘‘threatening to commit a crime of vio-
lence’’, and by striking ‘‘five”” and inserting
“‘ten”’;

(3) in paragraph (5), by striking ‘‘for not
more than ten years’ and inserting ‘‘for any
term of years or for life’’;

(4) in paragraph (6), by—

(A) striking ‘‘or’’ before ‘‘assault resulting
in serious bodily injury’’;

(B) inserting ‘‘or any other crime of vio-
lence” after ‘‘assault resulting in serious
bodily injury’’; and

(C) striking ‘‘three” and inserting
and

(5) by inserting ‘‘(as defined in section 1365
of this title)”’ after ‘‘serious bodily injury”’
the first place that term appears.

SEC. 2111. FACILITATING THE PROSECUTION OF
CARJACKING OFFENSES.

Section 2119 of title 18, United States Code,
is amended by striking ‘¢, with the intent to
cause death or serious bodily harm™.

SEC. 2112. FACILITATION OF RICO PROSECU-
TIONS.

Section 1962(d) of title 18, United States
Code, is amended by adding at the end the
following: ‘“‘For purposes of this subsection,
it is not necessary to establish that the de-
fendant personally committed an act of
racketeering activity.”.

SEC. 2113. ASSAULT AS A RICO PREDICATE.

Section 1961(1)(A) of title 18, United States
Code, is amended by adding after ‘‘extor-
tion,” “‘assault’.

SEC. 2114. EXPANSION OF DEFINITION OF “RACK-
ETEERING ACTIVITY” TO AFFECT
GANGS IN INDIAN COUNTRY.

Section 1961(1)(A) of title 18, United States

Code, is amended by inserting ‘‘or, with re-
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spect to an act or threat occurring solely in

Indian country, as defined in section 1151 of

this title, Federal” after ‘‘chargeable under

State”.

SEC. 2115. INCREASED PENALTIES FOR VIO-

LENCE IN THE COURSE OF RIOT OF-

FENSES.

Section 2101(a) of title 18, United States
Code, is amended by striking ‘‘paragraph—"’
and all that follows through the end of the
subsection and inserting ‘‘shall be fined
under this title—

‘(i) if death results from such act, be im-
prisoned for any term of years or for life, or
both;

‘“(ii) if serious bodily injury (as defined in
section 1365 of this title) results from such
act, be imprisoned for not more than 20
years, or both; or

‘‘(iii) in any other case, be imprisoned for
not more than 5 years, or both”.

SEC. 2116. EXPANSION OF FEDERAL JURISDIC-
TION OVER CRIMES OCCURRING IN
PRIVATE PENAL FACILITIES HOUS-
ING FEDERAL PRISONERS OR PRIS-
ONERS FROM OTHER STATES.

Section 1791(d)(4) of title 18, United States
Code, is amended by inserting before the pe-
riod at the end the following: ‘¢, including
privately owned facilities housing Federal
prisoners or prisoners who are serving a term
of imprisonment under a commitment order
from a State other than the State in which
the penal facility is located’.

PART 2—TARGETING GANG-RELATED GUN

OFFENSES

SEC. 2121. TRANSFER OF FIREARM TO COMMIT A
CRIME OF VIOLENCE.

Section 924(h) of title 18, United States
Code, is amended by inserting ‘‘or having
reasonable cause to believe’ after ‘‘know-
ing”’.

SEC. 2122. INCREASED PENALTY FOR KNOW-
INGLY RECEIVING FIREARM WITH
OBLITERATED SERIAL NUMBER.

Section 924(a) of title 18, United States
Code, is amended—

(1) in paragraph (1)(B), by striking ‘(k),”;
and

(2) in paragraph (2), by inserting ‘‘(k),”
after ““(j),”.

SEC. 2123. AMENDMENT OF THE SENTENCING
GUIDELINES FOR TRANSFERS OF
FIREARMS TO PROHIBITED PER-
SONS.

Pursuant to its authority under section
994(p) of title 28, United States Code, the
United States Sentencing Commission shall
amend the Federal sentencing guidelines to
increase the base offense level for offenses
subject to section 2K2.1 of those guidelines
(Unlawful Receipt, Possession, or Firearms
or Ammunitions) to assume that a person
who transferred a firearm or ammunition
and who knew or had reasonable cause to be-
lieve that the transferee was a prohibited
person is subject to the same base offense
level as the transferee. The amended guide-
lines shall not require the same offense level
for the transferor and transferee to the ex-
tent that the transferee’s base offense level
is subject to an additional increase on the
basis of a past criminal conviction of either
a crime of violence or a controlled substance
offense.

PART 3—USING AND PROTECTING WIT-
NESSES TO HELP PROSECUTE GANGS
AND OTHER VIOLENT CRIMINALS

SEC. 2131. INTERSTATE TRAVEL TO ENGAGE IN

WITNESS INTIMIDATION OR OB-
STRUCTION OF JUSTICE.
Section 1952 of title 18, United States Code,
is amended—
(1) by redesignating subsections (b) and (c)
as (c¢) and (d), respectively; and
(2) by inserting after subsection (a) the fol-
lowing:
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“(b) Whoever travels in interstate or for-
eign commerce with intent by bribery, force,
intimidation, or threat, directed against any
person, to delay or influence the testimony
of or prevent from testifying a witness in a
State criminal proceeding or by any such
means to cause any person to destroy, alter,
or conceal a record, document, or other ob-
ject, with intent to impair the object’s integ-
rity or availability for use in such a pro-
ceeding, and thereafter engages or endeavors
to engage in such conduct, shall—

‘(1) be fined under this title or imprisoned
not more than 10 years, or both;

‘“(2) if serious bodily injury (as defined in
section 1365) results, be so fined or impris-
oned for not more than 20 years, or both; and

‘“(3) if death results, be so fined and impris-
oned for any term of years or for life, or
both, and may be sentenced to death.”.

SEC. 2132. EXPANDING PRETRIAL DETENTION
ELIGIBILITY FOR SERIOUS GANG
AND OTHER VIOLENT CRIMINALS.

(a) IN GENERAL.—Section 3142(f)(1) of title
18, United States Code, is amended by adding
at the end the following:

“For purposes of subparagraph (D), the term

‘convicted’ includes a finding, under Federal

or State law, that a person has committed

an act of juvenile delinquency;”’.

(b) OFFENSES.—Section 3156(a)(4) of title 18,
United States Code, is amended—

(1) by striking ‘“‘or’’ at the end of subpara-
graph (B);

(2) by striking the period at the end of sub-
paragraph (C) and inserting ‘‘; or’’; and

(3) by adding at the end the following:

‘(D) an offense that is a violation of sec-
tion 842(i)(1) or 922(g)(1) of this title (relating
to possession of explosives or firearms by
convicted felons).”.

(c) FACTORS.—Section 3142(g)(3)(B) of title
18, United States Code, is amended—

(1) by striking ‘‘the person was on proba-
tion”’ and inserting ‘‘the person was—

‘(i) on probation’’;

(2) by striking ‘‘local law; and” and insert-
ing ‘“‘local law; or’’; and

(3) by adding at the end the following:

‘“(ii) was a member of or participated in a
criminal street gang or racketeering enter-
prise; and”’.

SEC. 2133. CONSPIRACY PENALTY FOR OBSTRUC-
TION OF JUSTICE OFFENSES IN-
VOLVING VICTIMS, WITNESSES, AND
INFORMANTS.

Section 1512 of title 18, United States Code,
is amended by adding at the end the fol-
lowing:

“(j) Whoever conspires to commit any of-
fense defined in this section or section 1513 of
this title shall be subject to the same pen-
alties as those prescribed for the offense the
commission of which was the object of the
conspiracy.”.

SEC. 2134. ALLOWING A REDUCTION OF SEN-
TENCE FOR PROVIDING USEFUL IN-
VESTIGATIVE INFORMATION AL-
THOUGH NOT REGARDING A PAR-
TICULAR INDIVIDUAL.

(a) TITLE 18.—Section 3553(e) of title 18,
United States Code, is amended by striking
‘“‘substantial assistance in the investigation
or prosecution of another person who has
committed an offense” and inserting ‘‘sub-
stantial assistance in an investigation of any
offense or the prosecution of another person
who has committed an offense’.

(b) TITLE 28.—Section 994(n) of title 28,
United States Code, is amended by striking
‘“‘substantial assistance in the investigation
or prosecution of another person who has
committed an offense’” and inserting ‘‘sub-
stantial assistance in an investigation of any
offense or the prosecution of another person
who has committed an offense”’.

(c) FEDERAL RULES OF CRIMINAL PROCE-
DURE.—Rule 35(b) of the Federal Rules of
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Criminal Procedure is amended by striking
‘“‘substantial assistance in the investigation
or prosecution of another person who has
committed an offense’” and inserting ‘‘sub-
stantial assistance in an investigation of any
offense or the prosecution of another person
who has committed an offense’’.

SEC. 2135. INCREASING THE PENALTY FOR USING
PHYSICAL FORCE TO TAMPER WITH
WITNESSES, VICTIMS, OR INFORM-
ANTS.

Section 1512 of title 18, United States Code,
is amended—

(1) in subsection (a)—

(A) in paragraph (1), by striking ‘‘as pro-
vided in paragraph (2)” and inserting ‘‘as
provided in paragraph (3)"’;

(B) by redesignating paragraph (2) as para-
graph (3);

(C) by inserting after paragraph (1) the fol-
lowing:

‘“(2) Whoever uses physical force or the
threat of physical force, or attempts to do
so0, with intent to—

‘“(A) influence, delay, or prevent the testi-
mony of any person in an official proceeding;

‘“(B) cause or induce any person to—

‘(i) withhold testimony, or withhold a
record, document, or other object, from an
official proceeding;

‘“(ii) alter, destroy, mutilate, or conceal an
object with intent to impair the object’s in-
tegrity or availability for use in an official
proceeding;

‘‘(iii) evade legal process summoning that
person to appear as a witness, or to produce
a record, document, or other object, in an of-
ficial proceeding; and

‘“(iv) be absent from an official proceeding
to which such person has been summoned by
legal process; or

‘“(C) hinder, delay, or prevent the commu-
nication to a law enforcement officer or
judge of the United States of information re-
lating to the commission or possible com-
mission of a Federal offense or a violation of
conditions of probation, parole, or release
pending judicial proceedings;
shall be punished as provided in paragraph
(3).”’; and

(D) by striking paragraph (3)(B), as redesig-
nated, and inserting the following:

“(B) an attempt to murder, the use of
physical force, the threat of physical force,
or an attempt to do so, imprisonment for not
more than 20 years.”’; and

(2) in subsection (b), by striking ‘‘or phys-
ical force”.

SEC. 2136. EXPANSION OF FEDERAL KIDNAPPING
OFFENSE TO COVER WHEN DEATH
OF VICTIM OCCURS BEFORE CROSS-
ING STATE LINE AND WHEN FACIL-
ITY IN INTERSTATE COMMERCE OR
THE MAILS ARE USED.

Section 1201(a) of title 18, United States
Code, is amended—

(1) by inserting before the semicolon at the
end of paragraph (1) the following: ¢, without
regard to whether such person was alive
when transported across a State boundary if
the person was alive when the transportation
began’’;

(2) by striking ‘‘or’’ at the end of paragraph
(4); and

(3) by inserting after paragraph (5) the fol-
lowing:

“(6) an individual travels in interstate or
foreign commerce in furtherance of the of-
fense; or

‘(7 the mail or a facility in interstate or
foreign commerce is used in furtherance of
the offense;”.

SEC. 2137. ASSAULTS OR OTHER CRIMES OF VIO-
LENCE FOR HIRE.

Section 1958(a) of title 18, United States
Code, is amended by inserting ‘‘or other fel-
ony crime of violence against the person’
after “murder”.
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SEC. 2138. CLARIFICATION OF INTERSTATE
THREAT STATUTE TO COVER
THREATS TO KILL.

Subsections (b) and (¢c) of section 875 of
title 18, United States Code, and the second
and third undesignated paragraphs of sec-
tions 876 and 877 of title 18, United States
Code, are each amended by striking ‘‘any
threat to injure” and inserting ‘‘any threat
to kill or injure’’.

SEC. 2139. CONFORMING AMENDMENT TO LAW
PUNISHING OBSTRUCTION OF JUS-
TICE BY NOTIFICATION OF EXIST-

ENCE OF A SUBPOENA FOR
RECORDS IN CERTAIN TYPES OF IN-
VESTIGATIONS.

Section 1510(b)(3)(B) of title 18, United
States Code, is amended—

(1) in clause (i), by striking ‘“‘or”
end;

(2) in clause (ii), by striking the period at
the end and inserting ‘‘; or’’; and

(3) by adding at the end the following:

‘“(iii) the Controlled Substances Act (21
U.S.C. 801 et seq.), the Controlled Substances
Import and Export Act (21 U.S.C. 951 et seq.),
or section 60501 of the Internal Revenue Code
of 1986; and

‘“(iv) section 286, 287, 669, 1001, 1027, 1035,
1341, 1343, 1347, 1518, or 1954 relating to a Fed-
eral health care offense.”.

PART 4—GANG PARAPHERNALIA
SEC. 2141. STREAMLINING PROCEDURES FOR
LAW ENFORCEMENT ACCESS TO
CLONE NUMERIC PAGERS.

(a) AMENDMENT TO CHAPTER 206.—Chapter
206 of title 18, United States Code, is amend-
ed—

(1) in the chapter heading, by striking
“AND TRAP AND TRACE DEVICES” and in-
serting: “TRAP AND TRACE DEVICES,
AND CLONE NUMERIC PAGERS”’;

(2) in section 3121—

(A) in the section heading, by striking
“and trap and trace device’ and inserting ‘‘,
trap and trace device, and clone pager’’;

(B) in subsection (a)—

(i) by striking ‘‘or a trap and trace device”’
each place that term appears and inserting
‘. a trap and trace device, or a clone pager’’;

(ii) after <3123 by inserting ‘‘or section
3129”’; and

(C) in subsections (b) and (c), by striking
‘“‘or trap and trace device’” each place that
term appears and inserting ‘‘, a trap and
trade device or a cone pager’’;

(3) in section 3124—

(A) in the section heading, by striking ‘‘or
a trap and trace device” and inserting *‘, a
trap and trace device, or a clone pager’’;

(B) by redesignating subsections (c)
through (f) as subsections (d) through (g), re-
spectively; and

(C) by inserting after subsection (b) the fol-
lowing:

‘‘(c) CLONE PAGER.—Upon the request of an
attorney for the Government or an officer of
a law enforcement agency authorized to use
a clone pager under this chapter, a provider
of a paging service or electronic communica-
tion service shall furnish such investigative
or law enforcement officer, all information,
facilities, and technical assistance necessary
to accomplish the use of the clone pager un-
obtrusively and with a minimum of inter-
ference with the services that the person so
ordered by the court provides to the sub-
scriber, if such assistance is directed by a
court order as provided in section 3129(b)(2)
of this chapter.”’;

(4) in section 3125—

(A) in the section heading, by striking
“and trap and trace device’” and inserting ‘‘,
trap and trace device, and clone pager’’;

(B) in subsection (a)—

(i) by striking ‘“‘or trap and trace device”
each place that term appears and inserting
‘“, a trap and trace device, or a clone pager’’;
and

at the
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(ii) by striking ‘‘an order approving the in-
stallation or use is issued in accordance with
section 3123 of this title”” and inserting ‘‘an
application is made for an order approving
the installation or use in accordance with
section 3123 or section 3128 of this title’; and

(C) in subsection (b), by adding at the end
the following: ‘“In the event such application
for the use of a clone pager is denied, or in
any other case where the use of the clone
pager is terminated without an order having
been issued, an inventory shall be served as
provided for in section 3129(e).”’;

(5) in section 3126—

(A) in the section heading, by striking
“‘and trap and trace devices’ and inserting ‘,
trap and trace devices, and clone pagers’’;
and

(B) by striking ‘‘pen register orders and or-
ders for trap and trace devices’ and insert-
ing ‘“‘orders for pen registers, trap and trace
devices, and clone pagers’’; and

(6) in section 3127—

(A) in paragraph (2), by striking ‘‘pen reg-
ister or a trap and trace device’ and insert-
ing ‘‘pen register, a trap and trace device, or
a clone pager’’;

(B) by redesignating paragraphs (5) and (6)
as paragraphs (6) and (7), respectively; and

(C) by inserting after paragraph (4) the fol-
lowing:

‘“(6) the term ‘clone pager’ means a nu-
meric display device that receives trans-
missions intended for another numeric dis-
play paging device.”.

(b) APPLICATIONS FOR ORDERS.—Chapter 206
of title 18, United States Code, is amended by
adding at the end the following:

“§3128. Application for an order for use of a
clone pager

‘‘(a) APPLICATION.—(1) An attorney for the
Government may apply to a court of com-
petent jurisdiction for an order or an exten-
sion of an order under section 3129 of this
title authorizing the use of a clone pager.

‘(2) A State investigative or law enforce-
ment officer may, if authorized by State law,
apply to a court of competent jurisdiction of
such State for an order or an extension of an
order under section 3129 of this title author-
izing the use of a clone pager.

““(b) CONTENTS OF APPLICATION.—An appli-
cation under subsection (a) of this section
shall include—

‘(1) the identify of the attorney for the
Government or the State law enforcement or
investigative officer making the application
and the identify of the law enforcement
agency conducting the investigation;

‘(2) the identify, if known, of the person
using the numeric display paging device to
be cloned;

““(3) a description of the numeric display
paging device to be cloned;

‘‘(4) the identify, if known, of the person
who is the subject of the criminal investiga-
tion; and

‘“(5) an affidavit, sworn to before the court
of competent jurisdiction, establishing prob-
able cause for belief that information rel-
evant to an ongoing criminal investigation
being conducted by that agency will be ob-
tained through use of the clone pager.
“§3129. Issuance of an order for use of a

clone pager

‘“(a) IN GENERAL.—Upon an application
made under section 3128 of this title, the
court shall enter an ex parte order author-
izing the use of a clone pager within the ju-
risdiction of the court if the court finds that
the application has established probable
cause to believe that information relevant to
an ongoing criminal investigation being con-
ducted by that agency will be obtained
through use of the clone pager.

“(b) CONTENTS OF AN ORDER.—An order
issued under this section—
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‘(1) shall specify—

‘“(A) the identity, if known, of each indi-
vidual using the numeric display paging de-
vice to be cloned;

‘(B) the numeric display paging device to
be cloned;

‘“(C) the identity, if known, of the person
who is the subject of the criminal investiga-
tion; and

‘(D) the offense to which the information
likely to be obtained by the clone pager re-
lates; and

‘“(2) shall direct, upon the request of the
applicant, the furnishing of information, fa-
cilities, and technical assistance necessary
to use the clone pager under section 3124 of
this title.

‘“(c) TIME PERIOD AND EXTENSIONS.—(1) An
order issued under this section shall author-
ize the use of a clone pager for a period not
to exceed 30 days.

‘“(2) Extensions of an order referred to in
paragraph (1) may be granted, but only upon
an application for an order under section 3128
of this title and upon the judicial finding re-
quired by subsection (a). The period of exten-
sion shall be for a period not to exceed 30
days.

‘“(3) Within a reasonable time after the ter-
mination of the period of a clone pager order
or any extensions thereof, the applicant
shall report to the issuing judge the number
of numeric pager messages acquired through
the use of the clone pager during such pe-
riod.

“(d) NONDISCLOSURE OF EXISTENCE OF
CLONE PAGER.—An order authorizing the use
of a clone pager shall direct that—

‘(1) the order be sealed until otherwise or-
dered by the court; and

‘(2) the person who has been ordered by
the court to provide assistance to the appli-
cant not disclose the existence of the clone
pager or the existence of the investigation to
the listed subscriber, or to any other person,
until otherwise ordered by the court.

‘“(e) NOTIFICATION.—Within a reasonable
time but not later than 90 days after the ter-
mination of the period of a clone pager order
or any extensions thereof, the issuing judge
shall cause to be served, on each individual
using the numeric display paging device
which was cloned, an inventory including no-
tice of—

‘(1) the fact of the entry of the order or
the application;

‘“(2) the date of the entry and the period of
clone pager use authorized, or the denial of
the application; and

‘“(3) whether or not information was ob-
tained through the use of the clone pager.

Upon an ex parte showing of good cause, a
court of competent jurisdiction may in its
discretion postpone the serving of the notice
required by this section.”’.

(c) CONFORMING AMENDMENT.—The analysis
for chapter 206 of title 18, United States
Code, is amended—

(1) by striking the item relating to section
3121 and inserting the following:

¢“3121. General prohibition on pen register,
trap and trace device, and clone
pager use; exception.’’;

(2) by striking the item relating to section

3124 and inserting the following:

‘‘3124. Assistance in installation and use of a
pen register, a trap and trace
device, or clone pager.’’;

(3) by striking the item relating to section

3125 and inserting the following:

¢3125. Emergency pen register, trap and
trace device, and clone pager
installation and use.”’;

(4) by striking the item relating to section

3126 and inserting the following:
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¢‘3126. Reports concerning pen registers, trap
and trace devices, and clone
pagers.’’;

and

(5) by adding at the end the following:
¢“3128. Application for an order for use of a

clone pager.

¢“3129. Issuance of an order for use of a clone

pager.”.

(d) CONFORMING AMENDMENTS.—

(1) Section 2511(2)(h) of title 18, United
States Code, is amended by striking clause
(i) and inserting the following:

‘(i) to use a pen register, a trap and trace
device, or a clone pager (as those terms are
defined for the purposes of chapter 206 (relat-
ing to pen registers, trap and trace devices,
and clone pagers) of this title); or”.

(2) Section 2510(12) of title 18, United
States Code, is amended—

(A) in subparagraph (C), by striking ‘‘or”’
at the end;

(B) by inserting ‘‘or’ after subparagraph
(D); and

(C) by adding at the end the following:

‘“(E) any transmission made through a
clone pager (as defined in section 3127(5) of
this title).”.

(3) Section 705(a) of the Communications
Act of 1934 (47 U.S.C. 605(a)) is amended by
striking ‘‘chapter 119 and inserting ‘‘chap-
ters 119 and 206".

SEC. 2142. SENTENCING ENHANCEMENT FOR
USING BODY ARMOR IN COMMIS-
SION OF A FELONY.

(a) DEFINITIONS.—In this section:

(1) BoDY ARMOR.—The term ‘‘body armor’’
means any product sold or offered for sale as
personal protective body covering intended
to protect against gunfire, regardless of
whether the product is to be worn alone or is
sold as a complement to another product or
garment; and

(2) LAW ENFORCEMENT OFFICER.—The term
“‘law enforcement officer’’> means any officer,
agent, or employee of the United States, a
State, or a political subdivision of a State,
authorized by law or by a government agen-
cy to engage in or supervise the prevention,
detection, investigation, or prosecution of
any violation of criminal law.

(b) SENTENCING ENHANCEMENT.—Pursuant
to its authority under section 994(p) of title
28, United States Code, the United States
Sentencing Commission shall amend the
Federal sentencing guidelines to provide an
appropriate sentencing enhancement for any
offense in which the defendant used body
armor.

(c) CONSISTENCY.—In carrying out this sec-
tion, the United States Sentencing Commis-
sion shall—

(1) ensure that there is reasonable consist-
ency with other Federal sentencing guide-
lines; and

(2) avoid duplicative punishment for sub-
stantially the same offense.

(d) APPLICABILITY.—No Federal sentencing
guideline amendment made under this sec-
tion shall apply if the Federal crime in
which the body armor is used constitutes a
violation of, attempted violation of, or con-
spiracy to violate the civil rights of a person
by a law enforcement officer acting under
color of the authority of such law enforce-
ment officer.

SEC. 2143. SENTENCING ENHANCEMENT FOR
USING LASER SIGHTING DEVICES IN
COMMISSION OF A FELONY.

(a) DEFINITIONS.—In this section—

(1) the term ‘‘firearm’ has the same mean-
ing as in section 921 of title 18, United States
Code; and

(2) the term ‘‘laser-sighting device’ in-
cludes any device designed to be attached to
a firearm that uses technology, such as laser
sighting, red-dot-sighting, night sighting,
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telescopic sighting, or other similarly effec-
tive technology, in order to enhance target
acquisition.

(b) SENTENCING ENHANCEMENT.—Pursuant
to its authority under section 994(p) of title
28, United States Code, the United States
Sentencing Commission shall amend the
Federal sentencing guidelines to provide an
appropriate sentencing enhancement for any
serious violent felony or serious drug of-
fense, as defined in section 3559 of title 18,
United States Code, in which the defendant—

(1) possessed a firearm equipped with a
laser-sighting device; or

(2) possessed a firearm and the defendant
possessed a laser-sighting device (capable of
being readily attached to the firearm).

(c) CONSISTENCY.—In carrying out this sec-
tion, the United States Sentencing Commis-
sion shall—

(1) ensure that there is reasonable consist-
ency with other Federal sentencing guide-
lines; and

(2) avoid duplicative punishment for sub-
stantially the same offense.

SEC. 2144. GOVERNMENT ACCESS TO LOCATION
INFORMATION.

(a) COURT ORDER REQUIRED.—Section 2703
of title 18, United States Code, is amended by
adding at the end the following:

‘(g) REQUIREMENTS FOR DISCLOSURE OF LoO-
CATION INFORMATION.—A provider of mobile
electronic communication service shall pro-
vide to a governmental entity information
generated by and disclosing, on a real time
basis, the physical location of a subscriber’s
equipment only if the governmental entity
obtains a court order issued upon a finding
that there is probable cause to believe that
an individual using or possessing the sub-
scriber equipment is committing, has com-
mitted, or is about to commit a felony of-
fense.”.

(b) CONFORMING  AMENDMENT.—Section
2703(c)(1)(B) of title 18, United States Code, is
amended by inserting ‘‘or wireless location
information covered by subsection (g) of this
section’ after ‘‘(b) of this section”.

SEC. 2145. LIMITATION ON OBTAINING TRANS-
ACTIONAL INFORMATION FROM PEN
REGISTERS OR TRAP AND TRACE
DEVICES.

Subsection 3123(a) of title 18, United States
Code, is amended to read as follows:

‘“(a) IN GENERAL.—Upon an application
made under section 3122, the court may enter
an ex parte order—

‘(1) authorizing the installation and use of
a pen register or a trap and trace device
within the jurisdiction of the court if the
court finds, based on the certification by the
attorney for the Government or the State
law enforcement or investigative officer,
that the information likely to be obtained by
such installation and use is relevant to an
ongoing criminal investigation; and

‘(2) directing that the use of the pen reg-
ister or trap and trace device be conducted in
such a way as to minimize the recording or
decoding of any electronic or other impulses
that are not related to the dialing and sig-
naling information utilized in call proc-
essing.”.

Subtitle B—Combating Money Laundering
SEC. 2201. SHORT TITLE.

This subtitle may be cited as the ‘‘Money
Laundering Enforcement Act of 2001”°.

SEC. 2202. ILLEGAL MONEY TRANSMITTING BUSI-
NESSES.

(a) CIVIL FORFEITURE FOR MONEY TRANS-
MITTING VIOLATION.—Section 981(a)(1)(A) of
title 18, United States Code, is amended by
striking ‘‘or 1957 and inserting ‘¢, 1957, or
1960”°.

(b) SCIENTER REQUIREMENT FOR SECTION
1960 VIOLATION.—Section 1960 of title 18,
United States Code, is amended by adding at
the end the following:
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‘‘(c) SCIENTER REQUIREMENT.—For the pur-
poses of proving a violation of this section
involving an illegal money transmitting
business—

‘(1) it shall be sufficient for the Govern-
ment to prove that the defendant knew that
the money transmitting business lacked a li-
cense required by State law; and

‘“(2) it shall not be necessary to show that
the defendant knew that the operation of
such a business without the required license
was an offense punishable as a felony or mis-
demeanor under State law.”.

SEC. 2203. RESTRAINT OF ASSETS OF PERSONS
ARRESTED ABROAD.

Section 981(b) of title 18, United States
Code, is amended by adding at the end the
following:

““(3) RESTRAINT OF ASSETS.—

“‘(A) IN GENERAL.—If any person is arrested
or charged in a foreign country in connec-
tion with an offense that would give rise to
the forfeiture of property in the United
States under this section or under the Con-
trolled Substances Act (21 U.S.C. 801 et seq.),
the Attorney General may apply to any Fed-
eral judge or magistrate judge in the district
in which the property is located for an ex
parte order restraining the property subject
to forfeiture for not more than 30 days, ex-
cept that the time may be extended for good
cause shown at a hearing conducted in the
manner provided in Rule 43(e) of the Federal
Rules of Civil Procedure.

‘(B) APPLICATION.—An application for a re-
straining order under subparagraph (A)
shall—

‘(i) set forth the nature and circumstances
of the foreign charges and the basis for belief
that the person arrested or charged has prop-
erty in the United States that would be sub-
ject to forfeiture; and

‘‘(ii) contain a statement that the restrain-
ing order is needed to preserve the avail-
ability of property for such time as is nec-
essary to receive evidence from the foreign
country or elsewhere in support of probable
cause for the seizure of the property under
this subsection.”.

SEC. 2204. CIVIL MONEY LAUNDERING JURISDIC-
TION OVER FOREIGN PERSONS.

Section 1956(b) of title 18, United States
Code, is amended—

(1) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively,
and indenting each subparagraph appro-
priately;

(2) by striking ‘‘(b) Whoever’’ and inserting
the following:

“(b) CIvIL PENALTIES.—

‘(1) IN GENERAL.—Whoever’’; and

(3) by adding at the end the following:

‘“(2) JURISDICTION.—For purposes of adjudi-
cating an action filed or enforcing a penalty
ordered under this section, the district
courts of the United States shall have juris-
diction over any foreign person, including
any financial institution authorized under
the laws of a foreign country, that commits
an offense under subsection (a) involving a
financial transaction that occurs in whole or
in part in the United States, if service of
process upon such foreign person is made in
accordance with the Federal Rules of Civil
Procedure or the laws of the foreign country
in which the foreign person is found.

‘“(3) SATISFACTION OF JUDGMENT.—In any
action described in paragraph (2), the court
may issue a pretrial restraining order or
take any other action necessary to ensure
that any bank account or other property
held by the defendant in the United States is
available to satisfy a judgment under this
section.”.

SEC. 2205. PUNISHMENT OF LAUNDERING MONEY
THROUGH FOREIGN BANKS.

Section 1956(c)(6) of title 18, United States

Code, is amended to read as follows:
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‘(6) the term ‘financial institution’ in-
cludes—

““(A) any financial institution described in
section 5312(a)(2) of title 31, or the regula-
tions promulgated thereunder; and

‘(B) any foreign bank, as defined in section
1(b)(7) of the International Banking Act of
1978 (12 U.S.C. 3101(7));”".

SEC. 2206. ADDITION OF SERIOUS FOREIGN
CRIMES TO LIST OF MONEY LAUN-
DERING PREDICATES.

(a) IN GENERAL.—Section 1956(c)(7) of title
18, United States Code, is amended—

(1) in subparagraph (B)—

(A) by striking clause (ii) and inserting the
following:

‘(ii) any act or acts constituting a crime
of violence;”’; and

(B) by adding at the end the following:

‘(iv) fraud, or any scheme to defraud, com-
mitted against a foreign government or for-
eign governmental entity;

‘(v) bribery of a public official, or the mis-
appropriation, theft, or embezzlement of
public funds by or for the benefit of a public
official;

‘(vi) smuggling or export control viola-
tions involving munitions listed in the
United States Munitions List or technologies
with military applications as defined in the
Commerce Control List of the Export Admin-
istration Regulations; or

‘“(vii) an offense with respect to which the
United States would be obligated by a multi-
lateral treaty either to extradite the alleged
offender or to submit the case for prosecu-
tion, if the offender were found within the
territory of the United States;”’;

(2) in subparagraph (D)—

(A) by inserting ‘‘section 541 (relating to
goods falsely -classified),”” before ‘‘section
542’;

(B) by inserting ‘‘section 922(1) (relating to
the unlawful importation of firearms), sec-
tion 924(m) (relating to firearms traf-
ficking),”” before ‘‘section 956°’;

(C) by inserting ‘‘section 1030 (relating to
computer fraud and abuse),” before ‘1032’;
and

(D) by inserting ‘“‘any felony violation of
the Foreign Agents Registration Act of 1938
(22 U.S.C. 611 et seq.),” before ‘“or any felony
violation of the Foreign Corrupt Practices
Act”’; and

(3) in subparagraph (E), by inserting ‘‘the
Clean Air Act (42 U.S.C. 6901 et seq.),” after
‘“‘the Safe Drinking Water Act (42 U.S.C. 300f
et seq.),”.

SEC. 2207. CRIMINAL FORFEITURE FOR MONEY
LAUNDERING CONSPIRACIES.

Section 982(a)(1) of title 18, United States
Code, is amended by inserting ‘‘or a con-
spiracy to commit any such offense,” after
‘‘of this title,”.

SEC. 2208. FUNGIBLE PROPERTY IN
BANK ACCOUNTS.

Section 984(d) of title 18, United States
Code, is amended by adding at the end the
following:

‘(3) In this subsection, the term ‘financial
institution’ includes a foreign bank, as de-
fined in section 1(b)(7) of the International
Banking Act of 1978 (12 U.S.C. 3101(7)).”.

SEC. 2209. ADMISSIBILITY OF FOREIGN BUSINESS
RECORDS.

(a) IN GENERAL.—Chapter 163 of title 28,
United States Code, is amended by adding at
the end the following:

“§2467. Foreign records

‘‘(a) DEFINITIONS.—In this section—

‘(1) the term ‘business’ includes business,
institution, association, profession, occupa-
tion, and calling of every kind whether or
not conducted for profit;

‘(2) the term ‘foreign certification’ means
a written declaration made and signed in a
foreign country by the custodian of a record

FOREIGN
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of regularly conducted activity or another
qualified person, that if falsely made, would
subject the maker to criminal penalty under
the law of that country;

‘“(3) the term ‘foreign record of regularly
conducted activity’ means a memorandum,
report, record, or data compilation, in any
form, of acts, events, conditions, opinions, or
diagnoses, maintained in a foreign country;
and

‘“(4) the term ‘official request’ means a let-
ter rogatory, a request under an agreement,
treaty or convention, or any other request
for information or evidence made by a court
of the United States or an authority of the
United States having law enforcement re-
sponsibility, to a court or other authority of
a foreign country.

““(b) ADMISSIBILITY.—In a civil proceeding
in a court of the United States, including a
civil forfeiture proceeding and a proceeding
in the United States Claims Court and the
United States Tax Court, unless the source
of information or the method or cir-
cumstances of preparation indicate lack of
trustworthiness, a foreign record of regu-
larly conducted activity (or a duplicate of
such record), obtained pursuant to an official
request, shall not be excluded as evidence by
the hearsay rule if a foreign certification,
also obtained pursuant to the same official
request or subsequent official request that
adequately identifies such foreign record, at-
tests that—

‘(1) the foreign record was made, at or
near the time of the occurrence of the mat-
ters set forth, by (or from information trans-
mitted by) a person with knowledge of those
matters;

‘“(2) the foreign record was kept in the
course of a regularly conducted business ac-
tivity;

‘“(3) the business activity made such a
record as a regular practice; and

‘‘(4) if the foreign record is not the origi-
nal, the record is a duplicate of the original.

“(c) FOREIGN CERTIFICATION.—A foreign
certification under this section shall authen-
ticate a record or duplicate described in sub-
section (b).

¢“(d) NOTICE.—

‘(1 IN GENERAL.—AS soon as practicable
after a responsive pleading has been filed, a
party intending to offer in evidence under
this section a foreign record of regularly
conducted activity shall provide written no-
tice of that intention to each other party.

‘“(2) OPPOSITION.—A motion opposing ad-
mission in evidence of a record under para-
graph (1) shall be made by the opposing
party and determined by the court before
trial. Failure by a party to file such motion
before trial shall constitute a waiver of ob-
jection to such record, except that the court
for cause shown may grant relief from the
waiver.”.

(b) CONFORMING AMENDMENT.—The analysis
for chapter 163 of title 28, United States
Code, is amended by adding at the end the
following:

‘2467. Foreign records.”.
SEC. 2210. CHARGING MONEY LAUNDERING AS A
COURSE OF CONDUCT.

Section 1956(h) of title 18, United States
Code, is amended—

(1) by striking ‘‘(h) Any person’ and in-
serting the following:

““(h) CONSPIRACY; MULTIPLE VIOLATIONS.—

‘(1) CONSPIRACY.—Any person’’; and

(2) by adding at the end the following:

‘(2) MULTIPLE VIOLATIONS.—Any person
who commits multiple violations of this sec-
tion or section 1957 that are part of the same
scheme or continuing course of conduct may
be charged, at the election of the Govern-
ment, in a single count in an indictment or
information.”.
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SEC. 2211. VENUE IN MONEY LAUNDERING CASES.

Section 1956 of title 18, United States Code,
is amended by adding at the end the fol-
lowing:

“(i) VENUE.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), a prosecution for an offense
under this section or section 1957 may be
brought in any district in which the finan-
cial or monetary transaction is conducted,
or in which a prosecution for the underlying
specified unlawful activity could be brought,
if the defendant participates in the transfer
of the proceeds of the specified unlawful ac-
tivity from that district to the district
where the financial or monetary transaction
is conducted.

‘“(2) EXCEPTION.—A prosecution for an at-
tempt or conspiracy offense under this sec-
tion or section 1957 may be brought in the
district in which venue would lie for the
completed offense under paragraph (1), or in
any other district in which an act in further-
ance of the attempt or conspiracy took
place.”.

SEC. 2212. TECHNICAL AMENDMENT TO RESTORE
WIRETAP AUTHORITY FOR CERTAIN
MONEY LAUNDERING OFFENSES.

Section 2516(1)(g) of title 18, United States
Code, is amended by striking ‘‘of title 31,
United States Code (dealing with the report-
ing of currency transactions)’” and inserting
‘‘or 5324 of title 31 (dealing with the report-
ing and illegal structuring of currency trans-
actions)”.

SEC. 2213. CRIMINAL PENALTIES FOR VIOLA-
TIONS OF ANTI-MONEY LAUNDERING
ORDERS.

(a) REPORTING VIOLATIONS.—Section 5324(a)
of title 31, United States Code, is amended—

(1) in the matter preceding paragraph (1),
by inserting ‘‘, or the reporting requirements
imposed by an order issued pursuant to sec-
tion 5326’ after ‘‘any such section’’; and

(2) in each of paragraphs (1) and (2), by in-
serting ‘‘, or a report required under any
order issued pursuant to section 5326’° before
the semicolon.

(b) PENALTIES.—Sections 5321(a)(1), 5322(a),
and 5322(b) of title 31, United States Code,
are each amended by inserting ‘‘or order
issued” after ‘‘or a regulation prescribed’’
each place that term appears.

SEC. 2214. ENCOURAGING FINANCIAL INSTITU-
TIONS TO NOTIFY LAW ENFORCE-
MENT AUTHORITIES OF SUSPICIOUS
FINANCIAL TRANSACTIONS.

(a) IN GENERAL.—Section 2702(b)(6) of title
18, United States Code, is amended—

(1) by inserting ‘‘or supervisory agency’’
after ‘‘a law enforcement agency’’;

(2) in subparagraph (A), by striking ¢; and”’
and inserting ‘‘and appear to pertain to the
commission of the crime; or’’; and

(3) in subparagraph (B), by striking ‘ap-
pear to pertain to the commission of the
crime.” and inserting ‘‘appear to reveal a
suspicious transaction relevant to a possible
violation of law or regulation.”

(b) DEFINITIONS.—Section 2711 of title 18,
United States Code, is amended—

(1) in paragraph (1), by striking ‘“‘and” at
the end;

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

(3) by adding at the end the following:

‘“(3) the terms ‘suspicious transaction’ and
‘relevant to a possible violation of the law or
regulation’ shall be interpreted in the same
manner as those terms have been interpreted
for purposes of section 5318(g) of title 31; and

‘“(4) the term ‘supervisory agency’ has the
meaning given the term in section 1101(7) of
the Right to Financial Privacy Act of 1978.”.
SEC. 2215. COVERAGE OF FOREIGN BANK

BRANCHES IN THE TERRITORIES.

Section 20(9) of title 18, United States

Code, is amended by inserting before the pe-
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riod the following: ‘‘, except that for pur-

poses of this section the definition of the

term ‘State’ in such Act shall be deemed to

include a commonwealth, territory, or pos-

session of the United States’.

SEC. 2216. CONFORMING STATUTE OF LIMITA-
TIONS AMENDMENT FOR CERTAIN
BANK FRAUD OFFENSES.

Section 3293 of title 18, United States Code,
is amended—

(1) by inserting ‘‘225,”’ after ‘215,”’; and

(2) by inserting ‘1032, before ‘‘1033’.

SEC. 2217. JURISDICTION OVER CERTAIN FINAN-
CIAL CRIMES COMMITTED ABROAD.

Section 1029 of title 18, United States Code,
is amended by adding at the end the fol-
lowing:

““(h) JURISDICTION OVER CERTAIN FINANCIAL
CRIMES COMMITTED ABROAD.—ANy person
who, outside the jurisdiction of the United
States, engages in any act that, if com-
mitted within the jurisdiction of the United
States, would constitute an offense under
subsection (a) or (b), shall be subject to the
same penalties as if that offense had been
committed in the United States, if the act—

‘(1) involves an access device issued,
owned, managed, or controlled by a financial
institution, account issuer, credit card sys-
tem member, or other entity within the ju-
risdiction of the United States; and

‘(2) causes, or if completed would have
caused, a transfer of funds from or a loss to
an entity listed in paragraph (1).”.

SEC. 2218. KNOWLEDGE THAT THE PROPERTY IS
THE PROCEEDS OF A FELONY.

Section 1956(c)(1) of title 18, United States
Code, is amended by inserting ‘‘, and regard-
less of whether or not the person knew that
the activity constituted a felony’’ before the
semicolon at the end.

SEC. 2219. MONEY LAUNDERING TRANSACTIONS;
COMMINGLED ACCOUNTS.

(a) SECTION 1956.—Section 1956 of title 18,
United States Code, is amended by adding at
the end the following:

‘(i) A transaction, transportation, trans-
mission, or transfer of funds shall be consid-
ered for the purposes of this section to be
one involving the proceeds of specified un-
lawful activity, or property represented to be
the proceeds of specified unlawful activity, if
the transaction, transportation, trans-
mission, or transfer involves—

‘(1) funds directly traceable to the speci-
fied unlawful activity, or represented to be
directly traceable to the specified unlawful
activity;

‘(2) a bank account in which the proceeds
of specified unlawful activity, or property
represented to be the proceeds of specified
unlawful activity, have been commingled
with other funds; or

‘(3) 2 or more bank accounts, where the
proceeds of specified unlawful activity, or
property represented to be the proceeds of
specified unlawful activity, are deposited
into 1 bank account and there is a contem-
poraneous, related withdrawal from, or debit
to, another bank account controlled by the
same person, or by a person acting in concert
with that person.”.

(b) SECTION 1957.—Section 1957(f) of title 18,
United States Code, is amended by inserting
after paragraph (3) the following:

‘“(4) the term ‘monetary transaction in
criminally derived property that is of a value
greater than $10,000’ includes—

““(A) a monetary transaction involving the
transfer, withdrawal, encumbrance or other
disposition of more than $10,000 from a bank
account in which more than $10,000 in pro-
ceeds of specified unlawful activity have
been commingled with other funds;

‘“(B) a series of monetary transactions in
amounts under $10,000 that exceed $10,000 in
the aggregate and that are closely related to
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each other in terms of time, the identity of
the parties involved, the nature of the trans-
actions and the manner in which they are
conducted; and

‘(C) any financial transaction described in
section 1956(i)(3) that involves more than
$10,000 in proceeds of specified unlawful ac-
tivity.”.

(c) TECHNICAL AMENDMENT.—Section
1956(c)(T)(F') of title 18, United States Code, is
amended by inserting ‘‘, as defined in section
24" before the period.

SEC. 2220. LAUNDERING THE PROCEEDS OF TER-
RORISM.

Section 1956(c)(7)(D) of title 18, United
States Code, is amended by inserting ‘‘or
2339B” after ‘“2339A°.

SEC. 2221. VIOLATIONS OF SECTION 60501.

Sections 981(a)(1)(A) and 982(a)(1) of title
18, United States Code, are amended by in-
serting ‘‘, or of section 60501 of the Internal
Revenue Code of 1986 (26 U.S.C. §6050I) after
‘‘of title 31”.

SEC. 2222. INCLUDING AGENCIES OF TRIBAL GOV-
ERNMENTS IN THE DEFINITION OF A
FINANCIAL INSTITUTION.

Section 5312(a)(2)(W) of title 31, United
States Code, is amended by striking ‘‘State
or local” and inserting ‘‘State, local or trib-
al”.

SEC. 2223. PENALTIES FOR VIOLATIONS OF GEO-
GRAPHIC TARGETING ORDERS AND
CERTAIN RECORDKEEPING RE-
QUIREMENTS.

(a) CIVIL PENALTY FOR VIOLATION OF TAR-
GETING ORDER.—Section 5321(a)(1) of title 31,
United States Code, is amended—

(1) by inserting ‘‘or order issued’ after
‘“‘subchapter or a regulation prescribed’’; and

(2) by inserting A, or willfully violating a
regulation prescribed under section 21 of the
Federal Deposit Insurance Act or section 123
of Public Law 91-508,” after ‘‘section 5314 and
5315)"".

(b) CRIMINAL PENALTIES FOR VIOLATION OF
TARGETING ORDER.—Section 5322 of title 31,
United States Code, is amended—

(1) in subsection (a)—

(A) by inserting ‘‘or order issued’ after
“willfully violating this subchapter or a reg-
ulation prescribed’’; and

(B) by inserting ‘‘or willfully violating a
regulation prescribed under section 21 of the
Federal Deposit Insurance Act or section 123
of Public Law 91-508,” after ‘‘under section
5315 or 5324),”’;

(2) in subsection (b)—

(A) by inserting ‘‘or order issued’” after
“willfully violating this subchapter or a reg-
ulation prescribed”’; and

(B) by inserting ‘‘willfully violating a regu-
lation prescribed under section 21 of the Fed-
eral Deposit Insurance Act or section 123 of
Public Law 91-508,”" after ‘‘under section 5315
or 5324),”;

(c) STRUCTURING TRANSACTIONS TO EVADE
TARGETING ORDER OR CERTAIN RECORD-
KEEPING REQUIREMENTS.—Section 5324 of title
31, United States Code, is amended—

(1) in the title by inserting ‘‘or record-
keeping’’ after ‘‘reporting”’.

(2) in subsection (a)—

(A) by inserting a comma after ‘‘shall’’;

(B) by striking ‘‘section—’’ and inserting
‘‘section, the reporting or recordkeeping re-
quirements imposed by any order issued
under section 5326, or the recordkeeping re-
quirements imposed by any regulation pre-
scribed under section 21 of the Federal De-
posit Insurance Act or section 123 of Public
Law 91-508—"7;

(C) in paragraphs (1) and (2), by inserting *,
to file a report or maintain a record required
by any order issued under section 5326, or to
maintain a record required pursuant to any
regulation prescribed under section 21 of the
Federal Deposit Insurance Act or section 123

CONGRESSIONAL RECORD — SENATE

of Public Law 91-508"" after ‘‘regulation pre-
scribed under any such section’ each place
that term appears.
Subtitle C—Antidrug Provisions
SEC. 2301. AMENDMENTS CONCERNING TEM-
PORARY EMERGENCY SCHEDULING.

Section 201(h) of the Controlled Substances
Act (21 U.S.C. 811(h)) is amended to read as
follows:

“(h) TEMPORARY SCHEDULING TO AVOID IM-
MINENT HAZARDS TO PUBLIC SAFETY.—

‘(1) IN GENERAL.—If the Attorney General
finds that the control of a substance on a
temporary basis is necessary to avoid an im-
minent hazard to the public safety, the At-
torney General may, by order and without
regard to the requirements of subsection (b)
of this section relating to the Secretary of
Health and Human Services, and without re-
gard to the findings required under section
202(b) (21 U.S.C. 812(b)), temporarily schedule
such substance in accordance with this sub-
section if no approval is in effect for the sub-
stance under section 505(i) of the Federal
Food, Drug, and Cosmetic Act (hereafter in
this subsection referred to as the FDC Act)
(21 U.S.C. 355(1)).

“(A) If the substance is not contained in a
drug for which an investigational new drug
exemption is in effect under section 505(i) of
the FDC Act, the temporary scheduling
order shall place such substance in schedule
I.

“(B) If the substance is contained in a drug
for which an investigational new drug ex-
emption is in effect under section 505(i) of
the FDC Act, the temporary scheduling
order shall place such substance in schedule
II, subject to the conditions set forth in
paragraph (6) of this subsection.

‘“(C) A temporary scheduling order, or
order renewing such order, may not take ef-
fect before the expiration of thirty days
from—

‘(i) the date of the publication by the At-
torney General of a notice in the Federal
Register of the intention to issue such order
and the grounds upon which such order is to
be issued; and

‘“(ii) the date the Attorney General has
transmitted the notice required by para-
graph (4).

““(2) DURATION OF TEMPORARY SCHEDULING;
RENEWAL OF ORDERS.—

‘““(A) A temporary scheduling order issued
under subparagraph (1)(A) of this subsection
shall expire at the end of one year from the
effective date of the order, except that the
Attorney General may, during the pendency
of proceedings under subsection (a)(1) of this
section with respect to the substance, extend
the temporary scheduling order for up to six
months.

“(B) A temporary scheduling order issued
under subparagraph (1)(B) of this subsection
shall expire at the end of 18 months from the
effective date of the order, except that, if the
Attorney General determines that continu-
ation of the temporary scheduling order is
necessary to avoid an imminent hazard to
the public safety, the Attorney General may
issue a renewal order, 30 days prior to expira-
tion of the temporary scheduling order, ex-
tending the original order for an additional
18 months, provided the following conditions
are met—

‘(i) an exemption with respect to such sub-
stance remains in effect under section 505(i)
of the FDC Act; and—

‘“(ii) the holder of such exemption is ac-
tively pursuing the clinical investigation of
the substance.

The Secretary shall certify to the Attorney
General whether or not each of conditions (i)
and (ii) continue to be met no later than 90
days prior to the date on which the tem-
porary scheduling order is scheduled to a ex-
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pire. As long as both conditions continue to
be met, the Attorney General may, every 18
months, continue to issue orders renewing
the temporary scheduling of a particular
substance. If either of the foregoing condi-
tions are no longer met for a particular sub-
stance, the temporary scheduling of that
substance may not be renewed and shall ex-
pire 12 months after the date on which such
condition fails to be met, except that the At-
torney General may, during the pendency of
proceedings under subsection (a)(1) of this
section with respect to the substance, extend
the temporary scheduling for an additional
six months.

¢“(3) FACTORS DETERMINATIVE OF TEMPORARY
SCHEDULING.—When issuing an order under
paragraph (1), the Attorney General shall be
required to consider, with respect to the
finding of an imminent hazard to the public
safety, only those factors set forth in para-
graphs (4), (5), and (6) of subsection (c) of this
section, including actual abuse, diversion
from legitimate channels, and clandestine
importation, manufacture, or distribution.

¢“(4) CONSULTATION WITH THE SECRETARY OF
HEALTH AND HUMAN SERVICES.—The Attorney
General shall transmit notice of an order
proposed to be issued under paragraph (1) to
the Secretary of Health and Human Services.
In issuing an order under paragraph (1), the
Attorney General shall take into consider-
ation any comments submitted by the Sec-
retary in response to a notice transmitted
pursuant to this paragraph.

‘“(5) EFFECT OF PERMANENT SCHEDULING
PROCEEDINGS.—An order issued under para-
graph (1) with respect to a substance shall be
vacated upon the conclusion of a subsequent
rule making proceeding initiated under sub-
section (a) of this section with respect to
such substance.

‘“(6) SPECIAL RULES APPLICABLE TO TEMPO-
RARILY SCHEDULED INVESTIGATIONAL DRUGS.—

(A) In the case of a substance that is tem-
porarily scheduled under subparagraph (1)(B)
of this subsection that was controlled under
this subchapter prior to its temporary sched-
uling, any person who manufactures, distrib-
utes, dispenses, possesses, or uses such sub-
stance within the scope of the exemption
under section 505(i) of the FDC Act shall be
subject to the same requirements of this sub-
chapter that were in effect prior to the tem-
porary scheduling.

‘(B) In the case of a substance that is tem-
porarily scheduled under subparagraph (1)(B)
of this subsection that was not controlled
under this subchapter prior to its temporary
scheduling, any person who manufactures,
distributes, dispenses, possesses, or uses such
substance within the scope of the exemption
under section 505(i) of the FDC Act shall not
be required to comply with the requirements
of part C of this subchapter, except as pro-
vided in this paragraph—

‘(i) Such person shall be subject to sec-
tions 302, 303, and 304 (21 U.S.C. 822, 823, and
824), relating to registration.

‘(ii) Compliance with applicable record
keeping and reporting requirements of the
FDC Act, as determined by the Secretary,
shall constitute compliance with section 307
(21 U.S.C. 827). A violation of such require-
ments shall constitute a violation of section
307 and shall subject a violator to applicable
penalties under Part D of this subchapter, in
addition to any other penalties provided by
law. Records or documents required to be
kept for such purposes under the FDC Act
shall be deemed records or documents re-
quired under this subchapter, and places
where such records or documents are kept or
required to be kept shall be deemed con-
trolled premises for purposes of administra-
tive inspections and warrants under section
510 (21 U.S.C. 830).
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‘“(iii) A registrant handling an investiga-
tional drug that has been temporarily sched-
uled under this section shall be subject to
the requirements established under section
307(f), relating to procedures necessary to in-
sure the security and accountability of con-
trolled substances used in research and to
prevent theft or diversion of the drug into il-
legal channels of distribution.

‘(C) Each person that is a sponsor of an in-
vestigation of a new drug for which a re-
search exemption is in effect under section
505(i) of the FDC Act with respect to such
substance shall be required to certify to the
Secretary of Health and Human Services, by
one month after the effective date of the
temporary scheduling order with respect to
the substance, and by the end of each suc-
ceeding six month period, that such person is
able to account for the location and use of
all quantities of such substance that are or
have been manufactured, distributed, dis-
pensed, possessed, or used under such exemp-
tion on or before the date of such certifi-
cation.

‘(D) In the case of a substance that is tem-
porarily scheduled under subparagraph (1)(B)
of this subsection, the disclosure of the ex-
istence of an exemption under section 505(i)
of the FDC Act with respect to such sub-
stance shall not be considered to be disclo-
sure prohibited by section 301(j) of the FDC
Act or section 1905 of title 18 of the United
States Code.

‘“(E) The manufacture, possession, dis-
tribution, or use of such substance within
the scope of such exception shall not be sub-
ject to any requirements or penalty under
State or local law more stringent than the
provisions of this chapter or other applicable
Federal law.

“(7) JUDICIAL REVIEW.—An order issued
under paragraph (1) is not subject to judicial
review, except that a renewal order issued
under subparagraph (2)(B) of this subsection
is subject to judicial review in accordance
with section 507 (21 U.S.C. 877).”.

SEC. 2302. AMENDMENT TO REPORTING RE-
QUIREMENT FOR TRANSACTIONS IN-
VOLVING CERTAIN LISTED CHEMI-
CALS.

Section 310(b)(3) of the Controlled Sub-
stances Act (21 U.S.C. 830(b)(3)) is amended
by—

(1) redesignating subparagraphs (A) and (B)
as subparagraphs (B) and (C);

(2) inserting a new subparagraph (A) as fol-
lows:

‘“(A) As used in this section, the term ‘drug
product’ means a pharmaceutical substance
in dosage form that has been approved under
the Food, Drug and Cosmetic Act for dis-
tribution in the United States.”’;

(3) in the redesignated (B) by inserting ‘‘or
who engages in an export transaction’ after
“nonregulated person’’; and

(4) adding at the end the following—

‘(D) Except as provided in subparagraph
(RE), the following distributions to a nonregu-
lated person and the following export trans-
actions shall not be subject to the reporting
requirement established in subparagraph (B):

‘(i) distributions of sample packages of
drug products when such packages contain
not more than 2 solid dosage units or the
equivalent of 2 dosage units in liquid form,
not to exceed 10 milliliters of liquid per
package, and not more than one package is
distributed to an individual or residential
address in any 30-day time period;

‘‘(ii) distributions of drug products by re-
tail distributors to the extent that such dis-
tributions are consistent with the activities
authorized for a retail distributor as set out
in section 102(46) of this title;

‘“(iii) distributions of drug products to a
resident of a Long Term Care Facility (as
that term is defined in the regulations of the
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Attorney General) or distributions of drug
products to a Long Term Care Facility for
dispensing to or for use by a resident of that
facility;

‘“(iv) distributions of drug products pursu-
ant to a valid prescription (as used in this
section, the term ‘valid prescription’ is one
which is issued for a legitimate medical pur-
pose by individual practitioner licensed by
law to administer and prescribe such drugs
and acting in the usual course of his/her pro-
fessional practice);

‘“(v) exports which have been reported to
the Attorney General pursuant to section
1004 or 1018 of title III or which are subject to
a waiver granted under section 1018(e)(2) of
title III; and

“(vi) any quantity, method or type of dis-
tribution or any quantity, method or type of
distribution of a specific listed chemical (in-
cluding specific formulations or drug prod-
ucts) or of a group of listed chemicals (in-
cluding specific formulations or drug prod-
ucts) which the Attorney General has ex-
cluded by regulation from this reporting re-
quirement on the basis that such reporting is
not necessary to the enforcement of this
title or title III.

‘‘(E) The Attorney General may revoke
any or all of the exemptions listed in (C) for
an individual regulated person if he finds
that drug products distributed by that per-
son are being used in violation of this title
or title III. The regulated person shall be no-
tified of this revocation, which will be effec-
tive upon receipt by the regulated person of
such notice, as provided in section 1018(c)(1)
of title III and has the right to an expedited
hearing as provided in section 1018(c)(2) of
title III.”.

SEC. 2303. DRUG PARAPHERNALIA.

(a) IN GENERAL.—Section 422(d) of the Con-

trolled Substances Act (21 U.S.C. 863(d)) is

amended by inserting ‘‘packaging,” after
‘‘concealing,”.
(b) DETERMINATION OF DRUG PARA-

PHERNALIA.—Section 422(e)(4) of the Con-
trolled Substances Act (21 U.S.C. 863(e)(4)) is
amended by adding the following after
‘“‘sale’: ‘‘including, but not Ilimited to,
whether the item displays any name brand,
insignia or other indicator which is associ-
ated with illegal drugs or which is used to
advertise or identify an illegal drug”’.

(c) CLERICAL AMENDMENTS.—(1) Section
511(a)(10) of the Controlled Substances Act
(21 U.S.C. 881(a)(10)) is amended by striking
all after ‘‘as defined in”’ and inserting ‘‘sec-
tion 422 of this title.”.

(2) Section 422 of the Controlled Sub-
stances Act (21 U.S.C. 881(a)(10)) is amend-
ed—

(A) by deleting subsection (c); and

(B) by redesignating subsections (d), (e),
and (f) as subsections (c¢), (d), and (e), respec-
tively.

SEC. 2304. COUNTERFEIT SUBSTANCES/IMITA-
TION CONTROLLED SUBSTANCES.

(a) Section 102(7) of the Controlled Sub-
stances Act (21 U.S.C. 802(7)) is amended by—

(1) inserting ‘‘(A)’ after ““(7)’;

(2) designating the text after ‘‘a controlled
substance’ as clause (i);

(3) inserting ‘‘characteristic,
ber,”’;

(4) striking the period at the end and in-
serting a semicolon; and

(5) adding at the end the following:

‘“(ii) which falsely purports or is rep-
resented to be a different controlled sub-
stance; or

‘“(iii) which is manufactured or designed in
such a manner, or is distributed, dispensed,
or otherwise transferred under such cir-
cumstances, such that a reasonable person
would believe that the substance is a dif-
ferent controlled substance.
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‘““(B) The term ‘imitation controlled sub-
stance’ means a substance, which is not a
controlled substance, that is represented (ex-
pressly or by implication) to be a controlled
substance.

‘(C) The term ‘imitation controlled sub-
stance’ does not include a placebo which is
directly applied to the body of a research
subject or a patient or which is delivered to
a research subject or a person for his own
use, by, or pursuant to the order of, a practi-
tioner for a lawful purpose.”.

(b) Section 102(8) of the Controlled Sub-
stances Act (21 U.S.C. 802(8)) is amended by
inserting ‘‘, an imitation controlled sub-
stance,” after ‘‘controlled substance’.

(c) Section 102(11) of the Controlled Sub-
stances Act (21 U.S.C. 802(11)) is amended
by—

(1) inserting ‘‘to deliver an imitation con-
trolled substance or’ after ‘‘controlled sub-
stance or’’ in the first sentence; and

(2) inserting ‘‘, an imitation controlled
substance,” after ‘‘controlled substance’ in
the second sentence.

(d) Section 102(44) of the Controlled Sub-
stances Act (21 U.S.C. 802(44)) is amended
by—

(1) striking ‘‘or”’ after ‘‘marihuana,’’; and

(2) inserting ‘¢, anabolic agents, or listed
chemicals, or an offense that is punishable
by imprisonment for more than one year
under any provision of this title or title III”’
after ‘‘stimulant substances’.

(e) Section 401(a) of the Co