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The Senate met at 9:31 a.m. and was
called to order by the Honorable JUDD
GREGG, a Senator from the State of
New Hampshire.

PRAYER

The Chaplain, Dr. Lloyd John
Ogilvie, offered the following prayer:

Gracious Father, we pray for the
women and men of this Senate. May
they feel awe and wonder that You
have chosen them through the voice of
Your people. May they live this day
humbly on the knees of their hearts,
honestly admitting their human inad-
equacy and gratefully acknowledging
Your power. Dwell in the secret places
of their hearts to give them peace and
security. Help them in their offices,
with their staffs, in committee meet-
ings, and when they are here together
in this sacred, historic Chamber. Re-
mind them of their accountability to
You for all they say and do. Reveal
Yourself to them. Be the unseen Friend
beside them in every changing cir-
cumstance. Give them a fresh experi-
ence of Your palpable and powerful
Spirit. Banish weariness and worry,
discouragement and disillusionment.
Often today may we hear Your voice
saying to us, ‘““‘Come to me, all who are
weary and heavy laden and I will give
you rest.” Lord, help us all to rest in
You and receive the incredible resil-
iency that You provide. Thank You in
advance for a truly productive day. In
the name of our Lord. Amen.

PLEDGE OF ALLEGIANCE

The Honorable HARRY REID, a Sen-
ator from the State of Nevada, led the
Pledge of Allegiance, as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

Senate

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore (Mr. THURMOND).

The assistant legislative clerk read
the following letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, May 21, 2001.
To the Senate:

Under the provisions of rule I, paragraph 3,
of the Standing Rules of the Senate, I hereby
appoint the Honorable JUDD GREGG, a Sen-
ator from the State of New Hampshire, to
perform the duties of the Chair.

STROM THURMOND,
President pro tempore.

Mr. GREGG thereupon assumed the

chair as Acting President pro tempore.

———

RECOGNITION OF THE ACTING
MAJORITY LEADER

The ACTING PRESIDENT pro tem-
pore. The Senator from Wyoming.

————

SCHEDULE

Mr. ENZI. Mr. President, today the
Senate will resume consideration of
the reconciliation bill with 8 hours re-
maining for debate. Senator GREGG will
be recognized momentarily to debate
his amendment and will be followed by
Senator WELLSTONE. Under the order,
there will be up to 1 hour for debate on
first-degree amendments and 30 min-
utes for debate on second-degree
amendments. Votes on all amendments
and final passage will begin at 6 p.m.
Senators are encouraged to remain in
the Chamber during votes in an effort
to complete all action on the bill in a
timely manner.

I thank my colleagues for their at-
tention. I yield the floor.

———

RESERVATION OF LEADER TIME

The ACTING PRESIDENT pro tem-
pore. Under the previous order, leader-
ship time is reserved.

RESTORING EARNINGS TO LIFT IN-
DIVIDUALS AND EMPOWER FAMI-
LIES (RELIEF) ACT OF 2001

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senate will resume consideration of
H.R. 1836 which the clerk will report.

The assistant legislative clerk read
as follows:

A Dbill, H.R. 1836, to provide reconciliation
pursuant to section 104 of the concurrent res-
olution on the budget for fiscal year 2002.

Pending:

Fitzgerald amendment No. 670, to provide
that no Federal income tax shall be imposed
on amounts received by victims of the Nazi
regime or their heirs or estates.

Gregg amendment No. 656, to provide a
temporary reduction in the maximum cap-
ital gains rate from 20 percent to 15 percent.

Carnahan/Daschle amendment No. 674, to
provide a marginal tax rate reduction for all
taxpayers.

Collins/Warner amendment No. 675, to pro-
vide an above-the-line deduction for quali-
fied professional development expenses of el-
ementary and secondary school teachers and
to allow a credit against income tax to ele-
mentary and secondary school teachers who
provide classroom materials.

Rockefeller amendment No. 679, to delay
the reduction of the top income tax rate for
individuals until a real Medicare prescrip-
tion drug benefit is enacted.

Bayh modified amendment No. 685, to pre-
serve and protect the surpluses by providing
a trigger to delay tax reductions and manda-
tory spending increases and limit discre-
tionary spending if certain deficit targets
are not met over the next 10 years.

Landrieu amendment No. 686, to expand
the adoption credit and adoption assistance
programs.

Graham amendment No.
fecting nature.

Graham amendment No. 688, to provide a
reduction in State estate tax revenues in
proportion to the reduction in Federal estate
tax revenues.

AMENDMENT NO. 656
The ACTING PRESIDENT pro tem-
pore. Who seeks time?
The Senator from Nebraska.
Mr. HAGEL. Mr. President, I thank
the Chair. Good morning.

687, of a per-
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I rise this morning to support the
Gregg amendment. I am proud to be a
cosponsor of the Gregg amendment.
The Gregg amendment, very simply,
cuts the capital gains tax rate from 20
to 15 percent over a 2l-year period.
The cut will sunset on December 31,
2003.

The Gregg amendment is about one
thing; it is about sustaining economic
growth in this country. I think most
Americans understand it is investment
capital that fuels the engine of eco-
nomic growth. That engine of economic
growth is productivity. There is no
growth without investment and pro-
ductivity.

We have been debating over the last
few months—and we will continue to
debate—a fiscal year 2002 budget. That
budget calls for expenditures by the
Federal Government of around $1.9 tril-
lion. That is a lot of money. From
where does that money come? It comes
from tax revenues.

At the same time we are debating the
priorities of that $1.9 trillion budget,
we are looking at expanding Govern-
ment programs. As we prioritize the
programs that are important for our
people for future generations, that is
part of our charge. That is part of the
responsibility we have as policy-
makers.

One of the things we have done re-
cently is we have voted to set aside
$300 billion over the next 10 years for a
new prescription drug plan for Medi-
care. It is important. It is relevant. It
is needed. We must move on it. What
that will do is, of course, build onto an
already very significant amount of un-
controllable budget expenditure, the
Medicare program, another new very
expensive program.

We prioritize that issue in this coun-
try. We have essentially said, as did
President Bush in the campaign last
year, Democrats and Republicans in
Congress, we want that prescription
drug plan. So $300 billion has been set
aside during the next 10 years to add on
a new prescription drug plan. I suspect
most Americans understand it is going
to be far more than $300 billion over
the next 10 years by the time we put it
all in place. And the hidden cost of
that which we do not factor in is the
outyears after the 10 years when we
will saddle all future Americans with
that additional add-on expense of Medi-
care.

When you look at that $1.9 trillion
Federal budget today, you will find
that about two-thirds of that is already
locked in. That is nondiscretionary.
There is nothing we can do about that.
We can debate, we can pass laws, but
unless we want to change Medicare, un-
less we essentially want to do away
with parts of Medicare and other enti-
tlement programs that we want, that
we have prioritized, the fact is that
two-thirds of our budget is already
committed and we are adding to that.

That is a decision we have all come
to, as a society. We want that. The
question comes back to what the Gregg
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amendment is all about. How do we
continue to pay for that? How do we
pay for that additional prescription
drug plan that will cost billions, and
hundreds of billions in the outyears,
and all the other programs to which we
have committed?

We do that by sustaining our eco-
nomic growth. Government does not
produce growth. Government can only
do certain things. It is the private sec-
tor that produces growth because it is
the private sector that develops the
productivity which enhances growth
and develops and drives growth.

Some of us believe the way to sustain
growth is to free up more of that cap-
ital so more people in the private sec-
tor have that capital in their hands so
they can save, they can invest, they
can put it in new venture start-up
firms that are the firms that will find
the technologies and the solutions to
the challenges that we have, not just
today but what we will face tomorrow.
When that investment capital dries up,
you will see the consequences as our
technology bogs down in every indus-
try, in every discipline—science,
health, medicine, national security,
new energy sources, new technologies.
It is capital, private capital that drives
that.

So this amendment is about freeing
up some of that capital that is locked
in because of ridiculous tax rates. In
fact, the United States is one of the
very few countries in the world that
taxes capital, and we have about the
highest capital tax rates of any coun-
try in the world. It make no sense to do
this.

The other thing it does, as we have
seen very clearly from the last two
cuts in the capital gains rates, in 1981
and 1997, it increases revenues into our
Treasury. We find we are receiving
more tax revenues as a result of freeing
up those locked down assets.

What does that mean? It means we
win all the way around. Unfortunately,
we take that fact of life, that reality,
that more revenue comes in when we
cut capital gains rates, and we score
that as a negative. We don’t score that
as we should, that, in fact, we will find
a new source of revenue, a bigger
source of revenue. That is another
issue.

Capital gains taxes no longer affect
just the wealthy. A recent U.S. Treas-
ury Department study found that
roughly three-quarters of all families
in the United States own capital as-
sets. The study further found that
about 30 percent of those families
whose incomes are less than $20,000
held capital assets, as did 50 percent of
families with incomes between $20,000
and $50,000. So who pays the tax? It is
not just the so-called wealthy, unless
you are in that $20,000 to $50,000 brack-
et and you consider yourself wealthy. I
don’t think you do.

According to IRS data from 1998, 25
million returns filed that year reported
capital gains; they reported capital
gains on their tax return. That rep-
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resents about one in five returns. Of
those, 40 percent reporting capital
gains had incomes of less than $50,000
and 59 percent of those filing those re-
turns with capital gains had incomes of
less than $75,000.

It is rather clear, I think, to most of
us, that, in fact, capital assets are held
by a very significant majority of Amer-
icans: pension plans, IRAs—wherever
you invest. Whatever the pension plan
is, most likely that plan is invested in
stocks, in the productivity of this
country, in the base of this country.

So as a result of reducing capital
gains taxes, the economy will continue
to grow. We will have sustained growth
creating more jobs, better jobs, gener-
ating more capital, and increasing pro-
ductivity, the engine of growth. All
sectors of the economy benefit, in-
creasing more tax revenues into the
U.S. Treasury.

Sustaining economic growth is the
purpose of the Gregg amendment. I en-
courage all my colleagues to take a se-
rious look at this amendment. If they
do, I believe they will come to the con-
clusion that this country needs a re-
duction in its capital gains tax.

I yield the floor.

The PRESIDING OFFICER (Mr.
GRASSLEY). The Senator from New
Hampshire.

Mr. GREGG. How much time is re-
maining and how has it been allocated?

The PRESIDING OFFICER. There
are 20 minutes on the time of the Sen-
ator from New Hampshire; 30 minutes
on the other side.

Mr. GREGG. Is there someone to
speak in opposition?

Mr. BAUCUS. Not yet, not at this
point.

Mr. GRASSLEY. I want to make
clear I am in opposition, too, but right
now I don’t have anyone to speak.

Mr. BAUCUS. Just for the sake of
completing the record, I will speak in
opposition.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. I appreciate the argu-
ments of my good friend from New
Hampshire. Clearly, as capital gains
taxes affect the transfer of capital,
that is of property, they can affect the
degree to which this economy prospers.
There is no doubt that capital gains
tax rates are a factor in the accelera-
tion of growth rates.

I must point out, though, when the
President proposed his tax cut bill of
$1.6 trillion, he did not include any cap-
ital gains provisions—none whatsoever.
I wouldn’t want to second guess the
President, but the point is he himself
thought it made more sense to lower
individual rates and not to lower cap-
ital gains rates at this time.

I think, if you look at the bill the Fi-
nance Committee has brought to the
Floor, you will see it is a bill designed
to reduce individuals’ income taxes.
Whether it is the marriage penalty pro-
visions, child credit rates, the new 10-
percent bracket—they are all on the in-
dividual side. There are no corporate
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provisions, nor are there any affecting
capital gains.

Another problem I must point out
about the proposal by my good friend
from New Hampshire is that it is tem-
porary. We have heard many people le-
gitimately voice their concerns about
the complexity of the Tax Code, and
the capital gains provisions are respon-
sible for their fair share of that com-
plexity. If we have an on-again, off-
again capital gains provision, it is not
only going to add to the complexity,
but it will add some uncertainty as
well. People will not know what con-
gressional policy is with respect to cap-
ital gains.

That is less true with respect to
other provisions. Let’s take the R&D
tax credit as an example. It is true that
Congress over the years has been a bit
inconsistent in the number of years for
which it extends the R&D tax credit.
Sometimes it is extended for 1 year,
others a few years. There was a time a
few years ago when it lapsed com-
pletely for a short period of time. Yet
people know Congress will stand by the
R&D tax credit so they have some abil-
ity to count on it when they do their
planning.

It is much less clear with respect to
capital gains. The capital gains provi-
sions have changed dramatically over
the years, both in structure and in
rates. People don’t know what to ex-
pect with respect to how they will be
taxed in the future.

Finally, I must point out that this
amendment is not germane to the un-
derlying bill, and at the appropriate
point I will make a point of order to
that effect.

The PRESIDING OFFICER (Mr.
GRASSLEY). The Senator from New
Hampshire.

Mr. GREGG. Mr. President, I yield
myself such time as I may consume.

First, I think we have to understand
what the capital gains tax cut will do.
It will generate prosperity. It will gen-
erate capital that is today locked down
in investments that are not productive,
take that capital, cause people to con-
vert that capital to cash, and reinvest
it in other economic activity which
will create jobs, create prosperity.

Every time we have reduced the cap-
ital gains rate in this country, we have
seen a flow of revenues into the Fed-
eral Treasury also. So not only does it
create economic activity in the com-
munity at large, and create more in-
vestment activity, and thus create
more entrepreneurship, and thus create
more jobs, it also creates more cash
coming into the Federal Treasury.

Why is that, you may ask. How can a
tax cut actually generate more in-
come? Because, very simply, the in-
come is never realized if the money
stays locked down. It never occurs un-
less you create the tax cut. When you
create the tax cut, people have an in-
centive to go out and convert those
capital assets—which today are just
sitting there—into cash, and as a result
they generate revenue, and that rev-
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enue is taxed. As a result, the Treasury
gains more money.

In fact, we do not have to think of
this in theoretical terms anymore. We
have a series of events which have
shown this to have actually occurred.
The last time it was suggested that we
cut capital gains rates, it was also sug-
gested those capital gains rates would,
again, over a period of time, create a
loss to the Treasury. In fact, just the
opposite occurred. The estimates were
off by $100 billion the last time the cap-
ital gains rates were cut. We received
$100 billion more of income to the Gov-
ernment than we expected as a result
of the capital gains activity during the
period from 1997 through 2000.

So this year we come forward with a
proposal which is a limited capital
gains cut, the purpose of which is to
energize the economy, create activity,
and, as a side bar, it will generate reve-
nues to the Federal Government.

It has been scored as a positive gen-
erator of revenues to the Federal Gov-
ernment for the first 3 years by the
Joint Tax Committee. Unfortunately,
when they looked over 10 years, they
did not look, I guess, at the historical
data because, if they had, they would
have seen that historically there is a
factual event which shows it continues
to generate positive revenues. Instead,
they went to some sort of model they
used at Joint Tax and came up with
the estimate that in 10 years there
might be a loss to the Treasury of $10
billion. Remember, this is $10 billion on
a $3.5 trillion tax cut. So it is less than
1 percent of the entire event. And even
that number is suspect.

So the simple fact is, the argument
that this is going to lose money for the
Treasury cannot be supported, either
in the short term, where it will gen-
erate cashflow, or in the long term,
where we have seen positive cashflow
to the Treasury as a result of the cap-
ital gains cut that was done in the
early 1990s. So that makes no sense.

This argument on germaneness also
makes no sense. In two places in this
bill capital gains are affected. They are
affected on the AMT, and they are af-
fected on the estate tax. So clearly
capital gains activity is a germane
event.

But most importantly, we get back
to the original point, which is that by
cutting capital gains we actually will
generate more economic activity in the
marketplace, we will give people more
cash, more investment assets. They
will go out, take risks, create jobs, and
thus create prosperity. That should be
our goal in the tax cut.

Mr. President, I ask unanimous con-
sent that Senator HAGEL be added as a
cosponsor of this amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GREGG. As was mentioned so ap-
propriately by the Senator from Ne-
braska, this is no longer a tax issue for
the wealthy; this is a tax issue for mid-
dle America. Middle America is aggres-
sively investing in the stock market
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today through their pension plans and
also through their individual activity.
Reducing the capital gains rate will
significantly and positively impact
middle America, something this tax
bill does not do in the most effective
way, in my opinion.

More importantly, it will affect them
today because it will give them the op-
portunity—starting next month, if this
tax bill passes—to take advantage of a
lower tax rate, which will have an im-
mediate impact on their ability to gen-
erate profits and gains and take those
profits and gains and put them into
new investments which will generate
new jobs, which will generate more
prosperity.

It is a win-win situation for us be-
cause we generate more prosperity as a
result of more economic activity and
more investment and we actually gen-
erate more revenues for the Federal
Government.

So I certainly hope, when we get to
the point of voting, if there is a motion
to repeal this amendment on the issue
of germaneness, that will not be
brought forward because I might win,
and I would not want to undermine the
germaneness rules of the Senate by
winning that vote. I think it might
make more sense, if that motion is
going to be made, that it be made on
the issue of the cost estimates of this
bill. We could waive that motion and,
hopefully, be successful.

Mr. President, how much time do I
have remaining?

The PRESIDING OFFICER. Thirteen
minutes.

Mr. GREGG. I yield 10 minutes to the
Senator from Arizona.

The PRESIDING OFFICER. The
Chair recognizes the Senator from Ari-
zZona.

Mr. KYL. Mr. President, I thank the
Senator from New Hampshire for bring-
ing this amendment forward. If I am
not listed as a cosponsor, I ask unani-
mous consent that I be added as a co-
sponsor of the amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. KYL. I note that I offered a simi-
lar amendment myself. In fact, I know
several of us offered similar amend-
ments because this is such a good idea.

I begin by complimenting the Pre-
siding Officer for the extraordinary job
he has done in putting together a com-
promise tax bill. It is with great hesi-
tancy that I suggest an amendment to
this bill, but I know if it were not so
critical to get a lot of support from dis-
parate groups of folks, the Presiding
Officer undoubtedly would be sup-
porting an amendment of this type as
well.

So I simply agree with the Senator
from New Hampshire that the primary
point here is to both raise revenue and
stimulate the economy, which is what
a capital gains rate reduction will do.
That is what our prior experience in
this country has been. Clearly, that is
what would happen in this particular
case.
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So again, what this amendment does
is reduce the long-term top rate from
20 to 15 percent for a 2%-year period,
from June 2001 to December 31, 2003—a
period of 2% years. That is the period
at which the rate will be reduced.

What would be the impact of that?
All investors, it has been pointed out—
small, medium, and even large inves-
tors—would understand there is a win-
dow of time for 2% years, during which
they could dispose of assets, sometimes
assets they have held for a long period
of time because they have not wanted
to have to pay the large capital gains
rate on them. So they have held on to
the asset, thus, in effect, making less
money available for investment into
the newer technologies and the more
exciting things in the market today. It
would provide a 2%-year window for all
of these people to go ahead and sell
those older portfolio stocks, those
older assets of land or equipment—or
whatever it might be that they have
been hesitant to sell in the past be-
cause of the huge tax they would have
to pay—a 2¥%-year window to dispose of
those assets, take the cash, and rein-
vest it in something that would help
the new economy even more.

That kind of churning effect in the
past has been demonstrated to provide
not only stimulus to the economy, as
the Senator from New Hampshire said,
but also more revenues to the Treas-
ury. Indeed, Joint Tax, which does not
have a reputation of favorably scoring
these kinds of things, noted that dur-
ing the first 4 years there would be a
net gain in revenue to the Treasury
from the reduction in the capital gains
rate. It is only after that that they
have estimated a very slight loss that
would occur thereafter. I disagree with
that estimate. But, in any event, clear-
ly this is the way to both stimulate the
economy and increase revenues.

I think it is unassailable by any
standard that the capital gains rates in
this country are too high. According to
a study by the American Council for
Capital Formation, American tax-
payers face capital gains tax rates that
are 35 percent higher than those paid
by the average investor in other coun-
tries. This is an area where virtually
every other country on the globe
outcompetes the United States because
they recognize the anchor effect, the
drag effect, of a capital gains rate on
their economy. We need to get in the
game, and we can do that by reducing
our capital gains rates.

Lowering the rates will be a boost to
the economy. The recent individual
capital gains rate reductions have
boosted U.S. economic growth. These
are facts. Reducing the cost of capital
promoted the kind of productive busi-
ness investment that fostered growth
in output and in high paying jobs. Low-
ering the capital gains rates aided en-
trepreneurs in their efforts to promote
technological advances in products and
services most people wanted and need-
ed. It has this unlocking effect I men-
tioned earlier.
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Further reductions in the capital
gains rates will enhance savings, in-
vestment, GDP growth, and boost eq-
uity values.

A recent analysis done by Dr. Allen
Sinai, President and CEO of Decision
Economics, concluded that the capital
gains reductions that were included in
the 1999 tax bill, which was vetoed by
President Clinton, which would have
reduced long-term rates from 20 down
to 18 percent, would have had a signifi-
cant, positive impact on the economy.
The analysis indicates that if the rate
reductions had been enacted, real GDP
would be $64.6 billion higher, and em-
ployment, investment, new business
formation, and national savings would
be greater over the period of 2000-2004.

It is quite likely—I think evident—
that our economy would be in much
better shape today had the previous ad-
ministration appreciated the impor-
tance of capital formation growth and
the President not vetoed the capital
gains reduction we passed.

The recent Federal Reserve Board re-
port indicated that Americans lost
nearly $2 trillion in wealth in just the
last quarter of 2000 as a result of the
stock market decline. That is approxi-
mately a loss of $20,000 in wealth and
capital for each household in Amer-
ica—think of that—the equivalent of
$20,000 in loss for each household in
America. Of course, less household cap-
ital means less capital available for in-
vestment and capital formation.

Reducing the capital gains tax rate
will encourage investors to unlock cu-
mulative gains of the past. Capital
would be more free to go into the en-
trepreneurial and future-oriented,
technology-generating enterprises. In
particular, venture capital investment,
which is vital to this new technological
innovation and productivity, will ben-
efit as a result of the unlocking of this
capital.

Let’s not forget about national sav-
ings. Reducing capital gains taxes
means less taxes on Americans who
choose to save for their future.

To conclude, this estimate by Joint
Tax indicates a revenue increase to the
Treasury for the first 4 years. There is
not another provision in the tax bill
the Presiding Officer has so carefully
crafted that will produce actual in-
creases in revenue during this period of
time. This is exactly the time when our
economy needs the boost. I can’t think
of anything that would be better for in-
clusion in this tax bill than this tem-
porary reduction in the rate of capital
gains paid by Americans.

The fact that they declare a slight
net loss in the time thereafter is sim-
ply an indication of the kind of poor es-
timating they have done in the past.

Again, it is a very small amount of
money, and the time we really need the
boost is right now. That is where Joint
Tax indicates there would be a revenue
increase.

The amendment to this bill com-
plements many aspects of the Presi-
dent’s plan. It adds another important
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addition, immediate relief for capital
formation and growth. That is what
this tax plan is all about. That is what
the American people are expecting as
the result of the plan. That is why this
idea put forth by several of us, encap-
sulated in the amendment of the Sen-
ator from New Hampshire, is such a
great idea.

I urge my colleagues, when the time
comes, to support this amendment as
something that will both generate new
revenue and foster capital formation
for the American economy. I thank the
Senator from New Hampshire for offer-
ing the amendment.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Montana.

Mr. BAUCUS. Mr. President, how
much time remains on each side?

The PRESIDING OFFICER. Twenty-
six and a half minutes in opposition.

Mr. BAUCUS. I yield myself 10 min-
utes.

Mr. President, I note with some
amusement the last Senator criticizing
the previous President for not being
more sympathetic to capital gains re-
ductions. I remind my good friend, the
current President also does not seem to
have much interest in further capital
gains reductions because he, in his big
tax bill, did not include any capital
gains reduction provisions. Some time
down the road he may suggest it. But
in this big tax bill, which certainly is
one of the major pieces of legislation
the President would like to see en-
acted, this administration does not in-
clude any capital gains provisions.

Mr. KYL. Mr. President, will the Sen-
ator yield for a quick comment?

Mr. BAUCUS. Certainly.

Mr. KYL. Does the Senator from
Montana believe that President Bush,
however, would veto a capital gains re-
duction as President Clinton did?

Mr. BAUCUS. Mr. President, I cannot
answer that kind of hypothetical be-
cause there is no way of knowing what
else might be in that bill the President
may not like, just as there’s no way of
knowing whether President Clinton
would have vetoed a capital gains re-
duction standing alone. Presidents
don’t have the ability to line-item
veto, so it is very hard to answer that
question.

But my basic point is clear: This bill
contains no capital gains provisions,
and for that reason, the amendment is
nongermane.

As I mentioned earlier, the amend-
ment offered by my good friend from
New Hampshire adds much greater
complexity to the tax bill than already
exists by making capital gains reduc-
tions apply only for a short period of
time. We have had a difficult enough
time as it is in this bill to try to fit a
more progressive bill into the confines
of $1.35 trillion over 11 years. We want-
ed to provide for marriage penalty re-
lief, refundability of the child tax cred-
it and expansion of the Earned Income
Tax Credit, lower marginal rates, in-
creased pension benefits, education de-
ductions for college tuition. It has been
very hard to fit in all those provisions.
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Now the Senator from New Hamp-
shire would add more complexity by
making this capital gains provision ac-
tive only for a short period of time. I
believe a major amendment such as
this one needs to be thoroughly vetted
before we impose a new capital gains
structure through this bill.

Many different ideas on how to treat
capital gains have been proposed. For
example, some Senators have sug-
gested capital gains exclusions, either
in the form of a dollar amount exclu-
sion or as a percentage exclusion. This
type of capital gains reform actually
makes the code much more simple. It
is easier to administer, and it might
make more sense for more taxpayers;
that is, the first r amount of dollars of
capital gains could be excluded when
computing one’s income taxes, or one
could say the first 50 percent of capital
gains could be excluded.

Years ago, we did have a percentage
exclusion, and it made sense. And it
represented another way of providing
lower capital gains taxes, in the form
of an exclusion as opposed to a straight
lowering of the rates.

A lot of Americans who holders of
mutual funds are concerned about cap-
ital gains today because, while the
value of their mutual funds declined
last year, in many cases they neverthe-
less paid capital gains taxes on stocks
the portfolio manager traded in order
to maximize the value of the fund. So
even though the shareholder’s value de-
clined, he is still paying capital gains
taxes in many cases. This doesn’t seem
to make a lot of sense, but the tax-
payer gets to deduct those losses at a
later date when he sells the shares.

It has been suggested that we should
try to help these taxpayers too, per-
haps by allowing them to defer the
gains that the portfolio manager pro-
vided to the shareholder by trading se-
curities in the portfolio. That would be
a way to deal with the capital gains
taxes millions of Americans in that sit-
uation are facing, even though the
shares of their mutual funds are declin-
ing. Providing this type of deferral
would tend to help middle-income tax-
payers a lot more than the amendment
offered by the Senator from New
Hampshire, which will tend to help
wealthier taxpayers.

There are other ways to deal with
capital gains taxes too, which have
been proposed but not considered this
year by the Finance Committee. This
is a major modification to the Tax
Code designed to stimulate the transfer
of assets, yet it hasn’t been considered
by the Committee of jurisdiction to de-
termine whether this particular ap-
proach is the best one to take. I don’t
think it is good public policy to write
such a major provision on the Senate
Floor without the Finance Commit-
tee’s participation.

I think it would be much wiser for us
to defer this until later this year, or
maybe next year, when there is an op-
portunity to debate it more fully. The
Joint Tax Committee has produced a
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study on the simplification of the Tax
Code, and I will point out again that
some of the greatest complexities in
the code are the result of our capital
gains provisions. In part, this com-
plexity results because of the differen-
tial between capital gains rates and or-
dinary income rates.

The greater that differential, the
more taxpayers try very creative ways
to move their assets so they are not
taxed at ordinary income rates, but
rather capital gains rates. And this ef-
fort to re-characterize income can
stretch the meaning of normal tax con-
cepts. This amendment would exacer-
bate these efforts because the gap be-
tween rates would be greater and peo-
ple would have more incentive to try to
manipulate the characterization of
their income in order to improperly
minimize their taxes.

My main point is that this is an at-
tractive idea on its face. Clearly, low-
ering capital gains rates would stimu-
late the transfer of assets and may ac-
celerate growth, at least in the short
term. But this is not the time and
place for this amendment.

As for the revenue issues, the Sen-
ator has touched on the issue of dy-
namic scoring versus static scoring
methodologies. This brings up an age-
old problem we deal with in Congress—
that is, how to determine what the rev-
enue impact will be when we change
the Tax Code. Those who support dy-
namic scoring claim that tax cuts,
whether in capital gains rates or other-
wise, actually raise revenue rather
than losing it because of the inter-
active effect of economic growth. The
Joint Tax Committee, in what is al-
most an art more than a science, gen-
erally does a good job of taking into
consideration those taxpayer behaviors
that are the most reliable when they
attempt to estimate the impact of a
provision.

I think we have to trust the Joint
Tax Committee, which is the agency
we all depend upon to determine scor-
ing, which says that the provision ac-
tually loses revenue in the context of
this bill.

I appreciate the effort of my friend
from New Hampshire, but I truly be-
lieve this time this is not the time and
place for this amendment. I will raise a
point of order at the appropriate time.

I reserve the remainder of my time.

Mr. LIEBERMAN. Mr. President, I
rise to explain my vote in favor of
amendment No. 656 to the tax bill that
we are debating today. The record
clearly shows my strong support for
fiscal discipline and responsible tax re-
duction. It also shows my strong oppo-
sition to the underlying tax cut be-
cause it is too large and too careless.
However, I am voting in favor of this
amendment even though it contains no
offsets and could potentially raise the
overall cost of the tax cut. I vote for
this amendment because I believe it is
imperative that this tax bill should
contain some provisions directed to
business and industry and supportive of
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economic growth. By voting in favor of
this amendment, one of the few that
will directly influence investment and
economic growth, it is my intent to get
it before the Conference Committee
where it will be a part of the discussion
of what will be the final version of this
tax bill. It is my hope that in Con-
ference, our colleagues will recognize
that capital formation is a key to eco-
nomic growth and prosperity. In addi-
tion, history has proven that a cut in
the capital gains tax not only stimu-
lates the economy, but also raises rev-
enue for the federal government. In
fact, one of the reasons I am voting in
favor of this temporary reduction in
the capital gains tax rate, is that the
Joint Tax Committee score does show
it raising revenue this year and
through 2004 before losing revenue in
out years. I am voting for this amend-
ment because I am confident that its
cost is justified when compared to its
economic benefits and because it is my
hope that the Conference Committee
will add it to the tax bill without rais-
ing the bill’s overall cost.

The PRESIDING OFFICER (Mr.
COCHRAN). Who yields time? The Sen-
ator from New Hampshire.

Mr. GREGG. How much time is re-
maining?

The PRESIDING OFFICER. The Sen-
ator from New Hampshire has 5 min-
utes. The Senator from Montana has 18
minutes.

Mr. GREGG. I ask that any time used
during a quorum call be charged
against the time of the Senator from
Montana.

The PRESIDING OFFICER. Is there
objection.

Mr. BAUCUS. What is the request?

Mr. GREGG. The Senator from Mon-
tana has 18 minutes. If we are going to
go into a quorum call, I ask that the
time be charged to the time of the Sen-
ator from Montana.

Mr. BAUCUS. I object. That is not
the way we do business around here.

The PRESIDING OFFICER. Objec-
tion is heard. If no one yields time,
time will be charged equally against
both sides.

Who yields time?

Mr. GREGG. Mr. President, I am
going to speak, then the Senator from
Montana will speak, and then we will
yield on this amendment.

Mr. President, I want to make a cou-
ple points in response. The scoring on
this that I am referring to is not dy-
namic; it is historical. The fact is that
the last time we cut the capital gains
tax, it was said by Joint Tax that we
would lose revenue over an extended
period of time. In fact, it turned out
that we gained revenue over the ex-
tended period of time. In fact, we ex-
ceeded the revenues by over $100 billion
over the time period of 5 years.

Today the amendment I have offered
generates positive revenue over the
first 3 years, which is the period—2%
years—when the capital gains cut is in
place. And then it has been projected
that in the balance of the 10 years, it
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will lose $10 billion total. Mr. Presi-
dent, $10 billion on a $1.3 trillion bill is
a manageable number.

The economic benefit that will be
generated by cutting the capital gains
tax starting June 1 will be huge. It will
far exceed any $10 billion that is lost—
assuming it were ever lost—because it
will mean that there will be a massive
infusion of cash into the economy that
is today locked down—a massive infu-
sion of investment into the economy
that is today locked down.

That investment will generate jobs,
create entrepreneurship, and generate
prosperity. It will benefit, dispropor-

tionately, middle-income Americans,
who are today Theavily invested
through their pension funds and

through personal activity in the stock
market. It will, therefore, be a signifi-
cant win for the American people and
for the Federal Government because we
will generate more revenues for the
prosperity of our Nation.

That is why I think it is a good idea
to do it and do it now, and it is cer-
tainly not an expensive exercise.

I yield back the remainder of my
time.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I appre-
ciate the Senator from New Hampshire
for agreeing to shorten debate on this
amendment. I will again outline why I
must respectfully oppose the amend-
ment. One, this is not part of the Presi-
dent’s package, and we have resisted
including provisions in this bill that
are not part of the President’s agenda
except in very limited circumstances.
Frankly, because there are no capital
gains provisions in the underlying bill,
this amendment is subject to a point of
order. It is not germane.

Second, the provision is temporary,
and that adds complexity to a code
that is complex enough.

Third, there are many ways to deal
with capital gains reductions. This
amendment only represents one: to
lower the rates for a certain period of
time. Another would be to provide for
an exclusion of some portion of capital
gains income from taxes completely,
either as a dollar exclusion or as a per-
centage exclusion. This particular
form, that is, the exclusion from in-
come, will tend to help middle-income
taxpayers even more than the provi-
sion offered by my friend from New
Hampshire, which will tend to benefit
the wealthiest taxpayers who deal in
stocks.

Those Americans who pay capital
gains on assets held in their mutual
funds, even though the value is declin-
ing, are not going to be helped that
much by this amendment. There are
other ways to help them.

In conclusion, I don’t believe this
provision represents sound tax policy.

I urge Senators to not support this
amendment so we can keep this bill in-
tact, go to conference, and come back
with a bill that is virtually identical, if
not identical, to the Senate-passed bill.
I yield back the remainder of my time.
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The PRESIDING OFFICER. The Sen-
ator yields back the remainder of his
time.

Under the previous order, the Sen-
ator from Minnesota, Mr. WELLSTONE,
is recognized to offer an amendment.
AMENDMENT NO. 692—MOTION TO COMMIT WITH

INSTRUCTIONS

Mr. WELLSTONE. Mr. President, I
send a motion to the desk.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from  Minnesota [Mr.
WELLSTONE] proposes an amendment num-
bered 692.

Mr. WELLSTONE. Mr. President, I
ask unanimous consent that the read-
ing of the motion be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Mr. WELLSTONE moves to commit the bill
H.R. 1836, as amended, to the Committee on
Finance with instructions to report the same
back to the Senate not later than that date
that is 3 days after the date on which this
motion is adopted with the following amend-
ments:

(1) Establish a reserve account for purposes
of providing funds for Federal education pro-
grams.

(2) Strike the reductions to the highest
rate of tax under section 1 of the Internal
Revenue Code of 1986 contained in section
101.

(3) Provide for the deposit in the reserve
account described in paragraph (1) in each of
fiscal years 2002 through 2011 of an amount
equal to the amount that would result from
striking the reductions described in para-
graph (2) (as determined by the Joint Com-
mittee on Taxation).

(4) Make available amounts in the reserve
account described in paragraph (1) in each of
fiscal years 2002 through 2011 for purposes of
funding Federal education programs, which
amounts shall be in addition to any other
amounts available for funding such programs
during each such fiscal year.

Mr. WELLSTONE. Mr. President, I
will take a little time because I want
to hear from my colleagues on the
other side.

In the budget resolution on the Sen-
ate side there was an amendment that
Senator HARKIN offered. I was an origi-
nal cosponsor with Senator HARKIN.
This was an amendment on which Sen-
ators MURRAY and KENNEDY joined. I
think this amendment was adopted
with 52 votes.

We called for $250 billion over the
next 10 years to go into education.
There were altogether 52 Senators who
voted in support.

But, when the conference committee
got its hands on the Harkin amend-
ment, this commitment to education
disappeared. This motion commits the
reconciliation bill to the Senate Fi-
nance Committee and directs the com-
mittee to send the bill back to the Sen-
ate with a reserve fund of $120 billion;
in other words, just half of what the
Harkin amendment included.

Where does the $120 billion for edu-
cation come from over the next 10
years? The motion eliminates the cuts
in the 39.6-percent tax bracket.
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My colleagues might ask: What hap-
pens to the 0.7 percent of Americans
who pay taxes at this rate? That is all
we are talking about, 0.7 percent of
taxpayers. Do they not get a tax cut
under this amendment? Absolutely
they do, and they get a big one. In fact,
the 0.7 percent of families who pay at
least some tax at this rate—a married
couple, for example, would have to earn
over $297,000 a year to do so—will still
get about a $8,400 cut in their taxes
under this motion. That is a big cut.
More importantly, 99.3 percent of
American taxpayers will not have their
tax cut affected by this motion at all.

By slightly reducing the tax cut for
0.7 percent of the richest Americans,
we can invest in what is 100 percent of
our future, which is our children. That
is what this amendment is all about.

What does this mean? It means we
can do better with afterschool pro-
grams.

What does this mean? It means we
can do better with more reading assist-
ance for these children.

What does this mean? It means we
will not have as great a disparity in
who can afford higher education.

What does this mean? It means peo-
ple who are laid off on the Iron Range
will have job training and job edu-
cation opportunities to find other work
and do well.

While too many of us are taking
photos with children and talking about
education, we have a system in the
low-income communities where there
are 50,000 unprepared teachers hired
every year. How interesting it is. We
are going to be doing all of this testing,
which I will get back to when we get
back to the education bill, but at the
same time we are going to have a Fed-
eral mandate to test every child, we
will not have a Federal mandate that
will call for the same opportunity for
every one of these children to learn and
do well.

How in the world do we think these
children are going to do that if they do
not have good teachers?

How do we think they are going to do
it in classes that are 50 in size?

How do we think they are going to do
it when the schools are so decrepit?

How do we think they are going to do
it when they do not have the additional
help they need?

While we are talking, about 25 per-
cent of prekindergarten child care is
considered to be good or excellent.
Most of it is average to dangerous.

While we are talking, over half of
Minnesota’s 10- to 12-year-olds have no
care after school. That means children
whose parents are working hard have
no place to go but home alone.

While we are talking, the Pell grant
has declined in value to only 86 percent
of what it was worth in 1980.

This is a clear question of values. I
urge my colleagues to support this mo-
tion. It leaves unaffected the tax cuts
in this bill for 99.3 percent of American
taxpayers. It takes some, but not all,
of the surplus funds that would go to
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tax cuts for the wealthiest 0.7 percent
of taxpayers, and it sets that money
aside—$120 billion over 10 years—for
education.

The wealthiest 0.7 percent will still
see their taxes cut by $8,400. The bill
proposes to lock in $1.35 trillion in tax
cuts over the next 10 years. If this mo-
tion is adopted, we will still have $1.23
trillion of tax cuts, but we will also be
locking in $120 billion for education.

Here is the simple proposition:
Should the Senate set aside $120 billion
of the surplus over the next 10 years for
education, an amount equal to one-
tenth of the tax cuts that are proposed?
I propose $10 in tax cuts but $1 for
every $10 in new money for education.

That should be an easy tradeoff for
colleagues. I hope it is easy, and I hope
they vote yes.

I reserve the remainder of my time.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. Mr. President, I
yield myself such time as I may con-
sume.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.

Mr. GRASSLEY. Mr. President, I rise
in opposition to the amendment of the
Senator from Minnesota. I know he is
one of the most sincere individuals in
the Senate when it comes to the issue
of education. We have had a chance to
hear him speak on these issues many
times in the last few weeks as we have
been considering the Elementary and
Secondary Education Act amendments.

As sincere as the Senator from Min-
nesota is in pursuing his goals for edu-
cation, doing it on this bill is beyond
the scope of the Finance Committee’s
jurisdiction in the way that he would
set up a reserve fund to do that.

A commitment of this bill back to
committee to set up a reserve fund
would not be within the jurisdiction of
our committee. It would direct us to
set up a reserve account that would
lead us to what he refers to as full
funding of education programs.

It would also strike any reduction in
the tax burden for those at the 39.6-per-
cent tax rate. There is no revenue esti-
mate for this amendment. That is an-
other issue with which we have to deal
within the realities of the budget reso-
lution.

Our bill contains many excellent edu-
cational provisions that are within the
scope and the jurisdiction of our Sen-
ate Finance Committee. These are tax
provisions. They are tax provisions
that consequently would improve the
day-to-day lives of ordinary Ameri-
cans.

The Senate has passed these edu-
cation amendments—twice last year
and, I think, the year before. Also,
these are provisions which, even
though they are in this bill, they are
on the calendar as a separate bill that
was voted out of our committee by a
vote of 20-0. So we know these have al-
most unanimous support in the Senate,
as the Senate Finance Committee is a
microcosm of the entire Senate.
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This motion to commit ought to be
seen by our colleagues as a motion to
delay the passage of this tax bill and
the tax relief for working men and
women that will result from this legis-
lation.

In addition, while the motion to com-
mit may be in order, what it directs
the committee to do is to fund edu-
cation spending programs. Therefore, it
is my belief—and we may raise this
point later on—it would not be ger-
mane to the bill. I appreciate Senator
WELLSTONE’s sincerity. However, I urge
my colleagues to reject it.

On a larger note, I am going to take
this opportunity to ask the Senator
from Minnesota to consider a point of
view that I expressed last week in re-
gard to the wealthy of America. I do
not deny what he says about the people
who pay the 39.6-percent tax rates, that
they are very high income people and,
maybe more so than other people, can
afford to pay that rate. I think too
often the Senator from Minnesota as
well as a lot of other Senators—maybe
even some on our side of the aisle—
take the view that when we apply the
39.6-percent tax rate, we are applying it
to a group of people who have always
been rich and will forever be rich. But
that is not the true picture of America.

I want to address that thought and
ask the Senator to consider that point
of view as I ask him to focus upon what
he is doing on the tax portions of his
amendment.

We hear so much in this debate about
taxing those getting a good paycheck—
obviously, a very good paycheck in
terms of the amendment of the Senator
and those people who are going to be
taxed at 39.6 percent. But speeches
such as this would make you think the
people being taxed must have been get-
ting a good paycheck their entire life—
born rich, stay rich, and die rich. But
that is not true of most of the people
who are in the highest tax brackets. I
think people who make these claims
provide a distorted picture of America.
They present a picture of America
where a family who is struggling will
always struggle and consequently be at
the low income tax rate level or maybe
not pay any income tax at all. That is
on the one hand. On the other hand, we
have an America where people can buy
sirloin instead of chuck round, that
they have always been able to do this
and will always be able to do it. In
other words, the poor are always poor
and the rich are always rich.

But as we all know, real life provides
a more complicated picture. The re-
ality is that the vast majority of our
poorest Americans, with a bad spell
here and there, spend their lives mov-
ing up the economic ladder until re-
tirement.

Yes, there is an extremely small
group of people, estimated at approxi-
mately 1 percent, for whom the enor-
mous hardship of poverty is a lifelong
constant; that is, they are poor and
will remain poor throughout most of
their life. For these unfortunates, obvi-

S5191

ously, our society hopefully is a loving
society and provides a safety net, a
safety net that is expanded by the pro-
visions of this bill, in addition to a lot
of appropriated accounts in which we
try to help this group of people.

But beyond that 1 percent, or fewer,
who are going to be poor throughout
their entire life, for most Americans
who study, work hard, and play by the
rules, their tomorrow is a brighter to-
morrow.

I do not come to this conclusion by
myself. Every one of us can have the
benefit of a detailed study by the Uni-
versity of Michigan that about a third
of those at the bottom fifth income
bracket—the bottom 20 percent eco-
nomically of our society—will move up
to a higher income bracket even next
year; in other words, into the second or
third quintile.

Over the past 16 years of study by the
University of Michigan, approximately
80 percent of those who were the poor-
est of Americans had moved into the
middle class. And incredibly—but it
tells you something about the great-
ness of America and our economic sys-
tem and our social dynamics—about 30
percent of those at the bottom were
among the richest top fifth during the
16-year study period.

This notion that the people’s wages
are not constant, that a man probably
will not be paid the same amount when
he is 25 as compared to when he is 55,
is not news to me nor millions of other
Americans who understand that there
is opportunity to move ahead and up in
our society.

But from the way others talk, this
must be incredible news to those in the
Washington elite who have never had a
callus on their hands—that somehow
the poor are always poor and the rich
did not work to get there, but they
have.

What a shock to them it must be to
learn that over 60 percent—again, 60
percent—of all families found them-
selves in the top 20 percent for 1 or
more years over a l6-year period in an
analysis provided by the Federal Re-
serve.

This is who is now labeled the
wealthy by those fighting tooth and
nail against this tax cut—over 60 per-
cent of all American families. And I
would like to tell you the real story for
many of these families who have fi-
nally received the reward of a good
paying job after a lifetime of hard
work. It is at that time that these fam-
ilies are often the most financially
pressed. In other words, people who
have married, gotten a job, had fami-
lies, over a period of 30 years have
moved up and maybe became high-in-
come people, but these are also people
who might be hit by a 39.6-percent tax
bracket who are also financially
pressed because in modern-day Amer-
ica these are the families struggling to
pay for their Kkids’ college, helping
their kids with the cost of daycare,
trying to put away something for sav-
ings for their retirement.
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Also, this generation, the first gen-
eration in American history that, be-
sides taking care of their own Kids,
worrying about their own retirement,
may be taking care of their mom and
dad who are in a nursing home or need
some financial assistance, these people
are labeled the rich, the wealthy, and
in some instances facing marginal tax
rates of up to 50 percent of Federal and
State income taxes.

My colleagues should know, too, that
for most Americans a good paycheck is
fleeting because, as I said, the rich in
America are not always rich. Most of
them were not born rich. They worked
hard to get there. And they do not stay
there either because fully one-half of
the top 1 percent at the beginning of
the decade dropped out of the top 1 per-
cent at the end of the decade, and not
only were they not in the top 1 percent,
they were not even in the top quintile,
the top fifth income bracket, by the
end of the decade.

That said, we still all know that the
American dream is alive. Sixty percent
of all American families will reach the
top fifth income bracket during their
lifetime. Eighty percent of those on the
bottom rungs will reach the middle
class or higher.

These high tax rates are really hit-
ting the hard-working middle class who
finally get into the top brackets for a
few years as a reward for 30 years of
hard work and may be even leading a
miserly life to some extent thinking
about the future. I want you to know
those are some of the people who are
hurt so much by the high tax brack-
ets—middle-class people who finally
make it to the promised land for a few
years. I would be sympathetic to people
in this body who want to preserve that
high tax rate if they wanted to apply it
to the people who, for a lifetime, you
might refer to as filthy rich. But for
people who are from time to time in
that high tax bracket, we ought to rec-
ognize the fact that it is punitive for
people who have worked hard through-
out their lifetime.

If you want to tax the other group of
people who were born rich, stay rich,
and die rich, then figure out some way
of taxing them at a high bracket over
a b-year average or something so you
do not hook these people who reach the
high bracket for a few years of their
life and steal the American dream from
them.

I am proud this bipartisan tax bill
helps reduce the tax bites of these
hard-working, middle-income Ameri-
cans. I encourage my colleagues to re-
member that when they offer amend-
ment after amendment, it limits mar-
ginal tax cuts. It is these millions of
hard-working American families who
have borne the brunt of hard work,
been productive, raising their family,
and providing for their own future.
Let’s not take it away from them.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President,
how much time do I have left?
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The PRESIDING OFFICER. The Sen-
ator has 256 minutes—24 minutes 25 sec-
onds.

Mr. WELLSTONE. Mr. President, I
wish to respond directly to my col-
league from Iowa. I am going to start
out the same way he did because it has
been a friendship. It is not like I dis-
like Senators, but I always say very
positive things about him because I
think he is one of the best people in the
Senate. I think probably the other 98
Senators feel the same way.

I am going to get back to education,
but on this whole question of the
elitist Washington viewpoint and peo-
ple being able to work hard and, if you
will, attain the American success or
American dream—I know all about it. I
don’t want to get corny, but I think my
father was 56 when my parents finally
had enough money to buy a home. We
thought we had died and gone to heav-
en. It was a little box, it was a teeny
place, but for them, Jewish immi-
grants, it was a big deal. I understand
full well what that is about.

But I will tell you something and
this is an honest to God disagreement
we have. You mentioned the whole
issue of nursing homes. First of all,
both had Parkinson’s disease. My par-
ents are no longer alive, but other peo-
ple’s parents and grandparents, they
are not going to get a break when it
comes to being able to afford prescrip-
tion drugs. That is why I support the
Rockefeller amendment.

I say to my colleague from Iowa, as a
matter of fact, the Finance Committee
is spending a lot of money on these tax
cuts so that is not revenue that is
there. If, in fact, you want to make
sure senior citizens—then we will get
to education—can afford prescription
drugs, which means you cannot have
too high a deductible or copay, which
means you can’t means-test it at
$20,000 and then say because individ-
uals have an income of $21,000 they
don’t get any break, which means you
have to cover the -catastrophic ex-
penses—you cannot do it on the cheap.
We are not going to have the money for
it.

You talk about nursing homes. My
colleague from Iowa has done some of
the best work, being there for con-
sumers, going after some of the nursing
home industry that do not live up to
good standards. I agree with him. But
the truth is, whether it is enabling peo-
ple in Iowa and Minnesota to stay
home as long as possible and to live
with dignity—that is what my mom or
dad wanted—or go to a nursing home,
from where do you think the money is
going to come? Do you think that is
going to be done on a $3,000 tax credit?
It costs a lot more than that. Where is
the commitment of resources going to
be? We are not going to have it. It is all
going to be crowded out by this legisla-
tion.

I am saying to colleagues that for a
couple with an income of $300,000 a
year, their tax cut—they are going to
get a tax cut. But their tax cut will be
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$8,400 a year. I think the majority of
Minnesotans and couples in the United
States of America who make $300,000 a
year will say, if the tradeoff is we will
be limited to a $8,400 tax cut but there
will be more for children and for edu-
cation, including our children, we are
for it.

Let’s get real about this. This is all a
debate about values and priorities.

Mr. President, 52 Senators voted for
the Harkin amendment. I was the first
original cosponsor of that amendment.
That was $250 billion, and in the budget
resolution you said you were going to
take it out of tax cuts. Mr. President,
52 Senators voted for that.

I am now taking half of that $250 bil-
lion, $120 billion, and I am saying we
take it out of the top 0.7 percent of the
population, who still get a tax cut but
not as much.

You have voted in this ESEA author-
ization bill, as far as I can calculate,
for $212 billion for the period of 2002 to
2008. Are we engaged in symbolic poli-
tics or is this for real? I heard some of
my colleagues come to the floor and
say we have to do more than talk the
talk; we have to walk the walk. If you
have voted to authorize $212 billion,
from where do you think it is going to
come? From where do you think it is
going to come? My colleague from
Iowa, and for all I know Democrats as
well, are going to come out here and
they are going to say that this motion
violates the Budget Act and, because of
the Senate’s arcane rules, would re-
quire 60 votes.

That is true. But, unfortunately, I
have to bring this motion to the floor
right now because you members of the
Senate Finance Committee, you are
the ones who are spending all this
money. You are spending the money
through the tax cuts. It is going to be
$2 trillion over the next 10 years when
all is said and done, and then in the fol-
lowing 10 years when the chickens
come home to roost and we have more
and more people who are 656 and 70 and
75 and 80, you are going to erode the
revenue base by $4 trillion.

Where is the money going to be for
Medicare? Where is the money going to
be for Social Security? It is fiscally ir-
responsible. Honest to God, this Senate
Finance Committee—and I love you all
individually—you are making me a fis-
cal conservative. I never thought I
would ever say that on the floor of the
Senate. I cannot believe what you are
doing, in terms of the future projec-
tions. I want to announce for the peo-
ple of Minnesota today: Not only am I
a Senator for education and children,
that is what I am trying to do here
right now, but the Senate Finance
Committee, the Republicans and too
many Democrats, all of whom I love in-
dividually, have now made me a fiscal
conservative. I cannot believe what we
are doing. I cannot believe it.

So now I would say to my colleagues:
This is your choice. Can I repeat it one
more time? We set aside only $120 bil-
lion of real money—not authorizations.



May 21, 2001

I don’t want you to vote for authoriza-
tion and go back home and say I voted
for all this money for title I and I
voted for all this money for everything
else, when it is not real money, it is
fiction. It is fiction and the Presiding
Officer knows it. You set aside $120 bil-
lion, that is one-tenth of the tax cuts.
So it is an easy choice, $1 for children
and education for every $10 in tax cuts,
and you set it aside by saying to peo-
ple, couples with incomes of almost
$300,000 a year: You get a tax cut of at
least $8,400. What could be more rea-
sonable?

I want to make two other points, one
about this overall tax cut that is before
us and the other about education. My
colleague from Iowa talks about the
poor and helping the poor. I give credit
where credit is due for a partial refund-
able tax credit, child credit. But can I
ask this question, and I may have an
amendment on this later on today: If
the choice is between not covering any
low-income children versus covering
some low-income children, versus cov-
ering all low-income children, why
aren’t we covering all low-income chil-
dren? Why is it that the poorest of poor
children—the 10 million children who
come from families with incomes under
$10,000 a year—their families do not get
a break at all? What in the world is
going on here?

My colleague comes out on the floor
and says—and so will others—‘‘You are
violating the Budget Act.”

Why don’t you tell that to my daugh-
ter Marcia who is a Spanish teacher
who will have 50 students in her class
next year?

Why don’t you tell that to my son
Mark who has been teaching at an
inner city school, Arlington High, in
St. Paul, where so many of those stu-
dents never had a break and need the
additional help but they are not going
to have the resources?

Why don’t you tell that to these chil-
dren who are 7 and 8 years old and in a
given year, especially in your inner
city schools, they will have two or
three or four teachers, and, in addition,
quite often they do not have qualified
teachers, and, in addition, the schools
are overcrowded, and, in addition,
quite often the bathrooms don’t work,
the plumbing doesn’t work, the heating
isn’t adequate, the schools are too hot,
and, in addition, they don’t have the
technology and the resources?

Why don’t you tell it to these chil-
dren that this—because of the Senate’s
arcane rules—violates the Budget Act?
Tell it to the children. Do you want to
know something? We can do a lot of
things in this Chamber of the Senate
and they are reversible later on. When
you rob a child of his or her childhood,
it is irreversible. We are going to fully
fund the title I program for children
who come from low-income families 10
years from now, maybe? These 7-year-
olds will be 17. It will be too late for
them. You don’t want to take $120 bil-
lion of real money for education? In-
stead, you want these Robin-Hood-in-
reverse tax cuts?
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I am embarrassed that the Demo-
cratic Party has not fought back hard-
er. This will be the first of many
amendments I will have on this tax
cut, win or lose.

Mr. President, I reserve the remain-
der of my time.

The PRESIDING OFFICER. Who
yields time?

The Senator from Montana.

Mr. BAUCUS. Mr. President, might I
inquire, how much time is remaining
on this amendment?

The PRESIDING OFFICER. Senator
WELLSTONE has 13 minutes 33 seconds,
and the opponents of the amendment
have 15 minutes 4 seconds.

Mr. BAUCUS. Mr. President, I do not
see anyone in the Chamber who wishes
to speak against this amendment.

Mr. WELLSTONE. May I ask my col-
league, that must mean I have 98 votes
for it?

Mr. BAUCUS. I don’t know what it
means, I say to my good friend from
Minnesota. All I know is that at this
point no one wishes to speak against
the amendment. I urge my friend, if he
wants to continue speaking on the
amendment, to do so. I wish I could
help the Senator by dredging up oppo-
sition to this amendment, but I cannot
find any.

Mr. WELLSTONE. I say to my col-
league from Montana, I certainly ap-
preciate it. I certainly would like to
debate Senators on this priority. I cer-
tainly would like to. I think this gets
right to the point of values. I think
this is a spiritual debate we are having.

I want to know when we are going to
match our rhetoric about children and
education with real resources. But I do
not see Senators in this Chamber, so I
am assuming that this will be a win for
children and education.

But, for the moment, I say to my col-
league, I guess what happens is we go
into a quorum call and time is charged
equally against both sides?

Mr. BAUCUS. That is correct.

Mr. REID. If the Senator would yield,
or the Senator could yield back his
time, someone else could offer an
amendment.

Mr. WELLSTONE. Mr. President, I
think I will speak a little longer about
my amendment.

Mr. BAUCUS. Fine.

The PRESIDING OFFICER. The Sen-
ator from Minnesota is recognized.

Mr. WELLSTONE. I thank the Chair.

Let me summarize, in a very quiet
way, for a moment, what this is about.
Then let me just challenge Senators.
All T am saying is, it is kind of like
walking our talk. There should be 52
votes for this motion. Fifty-two Sen-
ators voted for a Harkin amendment to
take $250 billion out of tax cuts. I take
half of that for education. I take it by
eliminating the cuts in the 39.6-percent
tax bracket. That is .07 per percent of
Americans; that is a couple with an in-
come of $300,000 a year, and they still
get an $8,400 tax cut.

But I am saying, by not making that
additional cut, you then would have
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$120 billion you would put aside for
education. That is $1 for education and
children for every $10 in tax cuts. I am
saying to Senators, if you voted for the
Harkin amendment, this is half that
amount. I hope you will support this
motion.

I am saying to you, Senators, that
unfortunately it is 10:55 and I cannot
get anybody to debate me. But the
truth of the matter is, this is historic.
What we are doing in the Senate is
breathtaking.

The Presiding Officer, he can dis-
agree with me. He is another one of
these Senators—I feel as if I am pass-
ing out compliments—who is civil and
decent and good. And people can have
different viewpoints.

For my own part, I think that we are
doing two things.

We are, A, passing a tax cut that is
still ““Robin Hood in reverse,” with
still over 30 percent of the benefits
going to the top 1 percent of the popu-
lation. I remind my colleagues one
more time, I give you credit for im-
proving this bill in the Finance Com-
mittee over what the President had,
but when over 30 percent of the bene-
fits are going to the top 1 percent, and
still 10 million of the poorest children
in America and their families are not
benefiting from a child credit, I wonder
about our priorities.

And B, and even more importantly—
and I am sorry; in fact, I am embar-
rassed—the Democrats do not seem to
grasp this. This will so erode our rev-
enue base. We are talking really more
about $2 trillion over the next 10 years
and that there will not be the resources
to invest in education and children, or
the resources to invest in affordable
prescription drugs, or the resources to
expand health care coverage. And the
list goes on and on.

If you believe that when it comes to
these pressing issues of people’s lives
there is nothing the Government can
or should do, then this is one big, good,
ideological victory for you. But if you
believe: I came to Washington believ-
ing we could do things that would lead
to the positive improvement of people’s
lives, and you believe there is a posi-
tive role for Government, then what we
are about to do is shut it down.

I cannot even begin to express my in-
dignation about what we are doing
with education. We are all for the chil-
dren, and we are all for education, and
we all love them, but we are not
digging into our pockets and making
the investment.

We are going to get back to a bill
really soon where the Federal Govern-
ment—I am amazed conservatives are
considering this—is going to tell every
school district, every school, every
State: You are going to test children
every year, age 8, 9, 10, 11, 12, and 13,
and at the same time we are not inter-
ested in also having a Federal mandate
backed by resources to guarantee that
every one of those children will have
the same opportunity to succeed. We
fund the title I program at the 30-per-
cent level. We have children—most
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children, many children—coming to
kindergarten way behind, and yet we
are not making the investment in the
resources.

There never was a deal before we
went to this education bill that there
would be the money. There still isn’t
any understanding. And now, Demo-
crats, wake up and smell the coffee. We
are not going to have the resources.

This is a massive reversal in social
policy. I am heartbroken by what we
are doing, but I certainly think that at
the very minimum Senators would be
willing to vote for this motion. It is
simple.

We should not separate our lives as
legislators from the words we speak.
We have spoken great words about edu-
cation and children. I have heard so
many speeches, I have heard enough
speeches to deafen all the gods. I want
to know whether we are willing to in-
vest the real money.

My colleagues are going to say this is
a violation of the Budget Act. Tell that
to the good teachers who are trying to
teach the children; tell that to the
children. Tell that to kids whose child-
hood is precious and wonderful, and, in
all too many ways, we are robbing
them of that childhood.

How much time do I have remaining?

The PRESIDING OFFICER (Mr. JEF-
FORDS). Six minutes.

Mr. WELLSTONE. Is it too much to
ask Senators, is it too much to ask for
the sake of better teachers, more
teachers—by the way, there are a lot of
great teachers—for the sake of having
more qualified teachers, for the sake of
making sure these kids get more help
with reading, making sure there is
more title I money for kids who come
from low-income backgrounds, making
sure we have the additional help for
the children, especially the little chil-
dren, is it too much to ask the wealthi-
est 0.7 percent to still get tax breaks,
at least the $8,400 a year, but we would
not eliminate cuts in the 39.6-percent
tax bracket and instead make the in-
vestment in children and education?

I grant you, the children I am talk-
ing about probably do not have the
same lobbying coalitions as those who
want to cut the highest tax rate. I
grant you the children I am talking
about and their families probably do
not have the same access, probably
they are not the big givers, probably
they are not the investors. But one
would think out of some sense of val-
ues we could at least provide the sup-
port.

This whole issue of class warfare is a
bogus argument. I maintain that the
vast majority of people in Minnesota
who have incomes around $300,000 a
year would be pleased to have some tax
cut, at lease $8,000 or thereabouts, but
then would say, fine, we don’t need any
more, and if you are going to put that
money into children and education,
God bless you, do it. We are proud of
you, Senate.

I hope you will vote for the amend-
ment.
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How much time do I have remaining?

The PRESIDING OFFICER. The Sen-
ator has 4 minutes.

Mr. BAUCUS. Mr. President, how
much time is there in opposition to the
amendment?

The PRESIDING OFFICER. Fourteen
minutes.

Mr. BAUCUS. Mr. President, I will
take 4 minutes.

It is with deep regret that I must tell
my good friend from Minnesota, in
good faith and conscience, I cannot
support his amendment, certainly not
at this time.

I agree with him that this tax bill is
too big. In fact, I argued to the Presi-
dent that he ought to propose a much
smaller bill for the first 5 years and
then, if the budget surpluses mate-
rialize, we can look at another tax cut.
That way, if the surpluses don’t mate-
rialize, this country is protected. We
certainly don’t know with a great de-
gree of certainty what the budget sur-
plus is going to be 10 years out.

The President did not agree with my
suggestion, but it is a position that
makes a lot more sense and is better
public policy, if we were to pursue that
direction. Unfortunately, we are not in
that position today, as the Senator
well knows.

The main argument the Senator
makes—one that has a lot of merit to
it—is an argument that he and others
made on the budget resolution. But
that argument was not successful, and
the budget resolution has passed with
$1.35 trillion in tax cuts locked in. That
is where we are today.

I agree with him that this is still too
large a tax cut, though at least it is
smaller than the President’s earlier
proposal of $1.6 trillion, so that is some
progress.

There are other provisions in the
budget resolution that do protect so-
cial needs. One is the $300 billion over
10 years for prescription drugs, an
amount that was locked in during the
budget debate. Agriculture is provided
$74 billion over 10 years, though that is
not likely to be enough. There is al-
ways the likelihood of disasters and
other emergencies that will require us
to re-evaluate that amount. As for the
contingency fund of $500 billion that is
in this bill, we all know that there are
more claims to that $500 billion than
there are dollars. That is a problem.
Nevertheless, the contingency fund is
also locked in by the budget resolution.

It is important to remind ourselves
that this tax bill will sunset after 10
years; that is, under the rules we pro-
vided for ourselves, unless this tax bill
passes by 60 votes or more, then these
revenue bills are terminated after 10
years. This means that, while it is le-
gitimate to be concerned about the sec-
ond 10 years, we necessarily review all
of these provisions before that time be-
cause of the termination.

It may not be the best tax policy to
have tax laws that terminate in 10
years, but nevertheless those are the
rules we have provided for ourselves to
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ensure that there is strong bi-partisan
support for these measures.

It is also important to recall that fu-
ture Congresses are also going to make
changes. Congress will meet again to-
morrow. Congress will also meet next
week, next month, and next year, and
according to the conditions of the
time, I am quite confident that Mem-
bers of future Congresses will make
changes to what we consider here
today. There will be different Presi-
dents during the 10 years of this bill,
and they will have different priorities
and a different agenda.

Although it is not a lot of fun to
raise taxes, Congress has raised taxes
when Congress felt it was necessary,
even under Republican Presidents—
many times in the 1980s.

This is a very dynamic country. The
United States of America is probably
the most dynamic country in the his-
tory of civilization. We are a big coun-
try, and we have a history of adjusting
to difficulties. We are going to find
ways to help education more than we
have in the past, just as the Senator
from Minnesota very correctly points
out.

It is important to remember that in
our country, 93 percent of the dollars
for elementary and secondary edu-
cation are raised at the State and local
level. Only 7 percent of elementary and
secondary education dollars are Fed-
eral dollars. That is starting to change
because the States are so strapped. We
in Congress should accelerate that
change, and this bill does so. There are
deductions for college tuition, for ex-
ample, and other education provisions
in the bill that total some $30 billion.
That is a start, and it includes a big,
new initiative in the college tuition de-
duction, which is sure to be expanded
in future years.

To conclude, I must tell my good
friend from Minnesota with a great
deal of regret, it is not even in the ju-
risdiction of the Finance Committee to
set up this fund. He is fighting the
right battle for the right cause, but not
in the right place. We will be more suc-
cessful in future days and weeks and
months to get more money for edu-
cation, I am quite confident, and I will
help him do so. Regrettably, we can’t
do it right here.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. Mr. President, I rise
to make a unanimous consent request.

Mr. President, I ask unanimous con-
sent that a vote relative to the motion
to waive with respect to the Gregg
amendment occur at 6:08 today, with 5
minutes under the control of Senator
GREGG and 3 minutes under the control
of Senator BAUcuUs for final debate
prior to the vote, and that there be no
second-degree amendment in order
prior to the vote, and further, fol-
lowing that vote, the Senate proceed to
a vote in relationship to the Carnahan
amendment as under the order.

Mr. REID. Mr. President, reserving
the right to object, I say to my friend,
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the manager of the bill, the reason we
are going to agree to this is the fact
that Senator GREGG has been over here
for several days. I think he deserves
this extra time.

With the many, many votes we have
later today, there will be no other
agreements such as this. The reason
there has been a rearrangement of the
order of voting is that this will allow
Members to hear this debate prior to
the first vote, and then after that the
votes will sequence. Senator GREGG’S
vote was supposed to be second. We
would have one vote and have this in
between.

I hope the majority leader enforces
the 10-minute rule this evening. We
have so many votes. I hope he will do
that. If people have to step out of the
Chamber for other business, I hope it
will be at the peril of their missing
these votes. In the past several
months, we have held up votes for so
long that it has made it inconvenient
for everyone.

Having said that, I withdraw my ob-
jection.

Mr. GRASSLEY. Mr. President, I ap-
preciate what the Senator from Nevada
has said. I hope, too, that we will be
able to expedite each of these many
rollcalls that we will have this evening.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Who yields time?

Mr. WELLSTONE. How much time do
I have?

The PRESIDING OFFICER. The Sen-
ator has 4 minutes.

Mr. WELLSTONE. Mr. President, I
was listening to the Senator from Mon-
tana. I have to say to him, with all due
respect, he was talking about how we
locked this in for agriculture, and this
for prescription drugs—although I will
tell you something, it is fiction, what
has been locked in for prescription
drugs to make it affordable.

If we can lock it in for other areas,
why can’t we lock it in for children and
education? The only thing I have got-
ten from the Senator from Montana is
this vague commitment—oh, well, you
know, sometime, someplace, later on
we will get this done.

We have an opportunity right now to
lock this in for children and education.
We can lock it in right now—$120 bil-
lion over 10 years, half of what we
voted for in the budget resolution,
coming out of the tax cut, coming out
of the very highest 39.6 percent—al-
though the very highest income people,
couples with $297,000, still will get a
break of $8,400. In exchange for not cut-
ting it any further, we will have $120
billion for children and education.

I mean, vague commitments about
the future—why don’t we lock it in
now? This is real money. That is what
this is all about. There is a zero-sum
game between how much you do by
way of tax cuts and how much you
erode the revenue base and what we
will be able to do for children and edu-
cation.
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I say especially to my Democratic
colleagues, if we can’t step up to the
plate and vote for children and edu-
cation, we don’t have a politics. We
don’t have a politics. No wonder people
wonder what in the world is going on.
You have these Robin-Hood-in-reverse
tax cuts still mainly going to the top 1
percent. You erode the revenue base
and you are unwilling to lock in a com-
mitment right now to children and
education, albeit a very modest com-
mitment.

Senators, in the words of Rabbi
Hillel: If you can’t make the commit-
ment to children and education now,
whenever will you? If you don’t speak
for children in education now, when-
ever will you? If we are not for children
and education, who in the world are we
for? Who do we think we represent? It
is time to step up to the plate now.
This is real money. Let’s not play sym-
bolic politics any longer.

How much time do I have left?

The PRESIDING OFFICER. The Sen-
ator has 1 minute.

Mr. WELLSTONE. I am pleased to re-
spond.

Mr. BAUCUS. Mr. President, very
briefly, I voted to lock in more money
for education when we were on the
budget resolution, by voting for the
Harkin amendment. I wish that amend-
ment would have passed, but unfortu-
nately it didn’t. As the Senator well
knows, the place to lock in big
amounts for programs such as edu-
cation is during the budget debate. The
budget resolution was the place we
were successful in locking in $300 bil-
lion for prescription drugs.

But this is not the budget we are de-
bating here. This is the tax bill. And
unfortunately, the amount of the tax
cut was locked in during the budget de-
bate, and that is what we must be com-
ply with now.

Mr. President, I yield back the re-
mainder of my time.

Mr. WELLSTONE. Mr. President, I
say to my colleague from Montana, 60
Senators can make this the proper
time and place. That is what this de-
bate is all about. Sixty Senators can
make this the proper time and place to
make a modest commitment to chil-
dren and education. We can do it right
now, or tonight when we vote on this
motion.

With all due respect, I will tell you,
people in the trenches working with
children in schools around the country
look at these arcane rules and say, hey,
if 60 of you can step to the plate and be
there for children and education, please
do so. We are waiting for you to act on
what you say you believe in.

So I hope we get 60 votes, and then it
will be the time and place. I yield the
remainder of my time.

The PRESIDING OFFICER. Under
the previous order, the Senator from
Utah, Mr. HATCH, is recognized to offer
an amendment.

AMENDMENT NO. 697

Mr. HATCH. Mr. President, on behalf

of myself, Senators ALLEN, CRAIG, GOR-

S5195

DON SMITH, and HARRY REID, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Utah [Mr. HATCH], for
himself, Mr. ALLEN, Mr. CRAIG, Mr. SMITH of
Oregon, and Mr. REID, proposes an amend-
ment numbered 697.

Mr. HATCH. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To amend the Internal Revenue

Code of 1986 to permanently extend the re-

search credit and to increase the rates of

the alternative incremental credit)

At the end of subtitle A of title VIII insert
the following:

SEC. . RESEARCH CREDIT.

(a) PERMANENT EXTENSION OF RESEARCH
CREDIT.—

(1) IN GENERAL.—Section 41 (relating to
credit for increasing research activities) is
amended by striking subsection (h).

(2) CONFORMING AMENDMENT.—Paragraph
(1) of section 45C(b) is amended by striking
subparagraph (D).

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts paid or incurred after the date of
the enactment of this Act.

(b) INCREASES IN RATES OF ALTERNATIVE IN-
CREMENTAL CREDIT.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 41(c)(4) (relating to election of alter-
native incremental credit) is amended—

(A) by striking ¢2.65 percent’” and insert-
ing ‘‘3 percent”’,

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

(C) by striking ‘‘3.75 percent’ and inserting
‘5 percent’’.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years ending after the date of the enact-
ment of this Act.

Mr. HATCH. Mr. President, the
amendment I offer is simple and
straightforward. It would extend per-
manently the credit for increasing re-
search activities, commonly known as
the research credit, or the R&D credit.
This provision has been an important
contributor to our robust economic
growth in the past decade. I have to
admit I am working with the managers
of the bill on trying to find an accept-
able offset for this particular amend-
ment. Even if we don’t find an offset,
this amendment is very important, and
should be adopted.

Let me explain why this amendment
is necessary. In July 1999, the Senate
voted to make the research credit per-
manent. Unfortunately, the House
version of the 1999 tax bill included
only a b-year extension of the credit.
The 5-year extension prevailed in con-
ference. As we all know, that bill was
vetoed by President Clinton.

However, in November of 1999, Con-
gress passed and President Clinton
signed the Ticket to Work and Work
Incentives Improvement Act, which in-
cluded the 5-year extension of the re-
search credit. Therefore, the credit was
extended to June 30, 2004.
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Last summer, the Senate again had
the opportunity to vote on a perma-
nent extension of the research credit.
While we were debating last year’s
version of the death tax repeal bill,
Senator BAUcUs and I offered an
amendment to again make the research
credit permanent. The Senate passed
the amendment with a vote of 98-1.
Once again, President Clinton vetoed
the underlying tax bill.

Thus, as it stands under present law,
the research credit is scheduled to ex-
pire on June 30, 2004. This is most un-
fortunate, Mr. President, because in
2004, the Congress and, more impor-
tantly, America’s business community,
will once again have to go through the
rigmarole of on-again, off-again uncer-
tainty of an important tax provision
that means so much to our country.

The ultimate loser in this game is
not the Congress, nor even the compa-
nies that engage in research, but each
American. This is because every one of
us is the direct beneficiary of the re-
search investments made by the busi-
nesses of America. Each one of us bene-
fits from the higher economic growth,
the increased productivity, and from
the higher degree of global competi-
tiveness that increased research brings.

The research credit has been in the
Internal Revenue Code for 20 years, in
one form or another. It has expired and
been extended ten times. Ten times,
Mr. President. Those extensions have
been as short as 6 months and as long
as b years. There have even been peri-
ods when the credit was allowed to ex-
pire, and then retroactively reestab-
lished. On one occasion, the credit ex-
pired and was re-enacted prospectively,
leaving a gap period when the credit
was not available. The one thing the
credit has never been is permanent.

This is significant because, as effec-
tive as the credit has been in providing
a strong incentive to companies to in-
crease their research activities, it has
been inherently limited in its effective-
ness because business leaders have
never been able to count on the credit
being there on a long-term basis.

Anyone who has been in business for
more than 10 minutes knows that plan-
ning and budgeting—unlike what we do
in Congress—is a multiyear process.
And, anyone who has been involved in
research knows that the scientific en-
terprise does not fit neatly into cal-
endar or fiscal years.

Our history of dealing with the re-
search credit—that is, allowing it to
run to the brink of expiration and re-
viving it at the 11th hour, the 12th
hour, or even bringing it back from the
dead with retroactive extensions—re-
sults in not only very poor tax policy,
but is also detrimental to our research-
intensive business entities and indeed
the whole country.

It is time to get serious about our
commitment to a tax credit that is
widely viewed by economists and busi-
ness leaders as a very effective provi-
sion in creating economic growth and
keeping this country on the leading
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edge of high technology in the world. A
1998 study by Coopers and Lybrand dra-
matically illustrated the significant
economic benefits that have been pro-
vided by the research credit. According
to the study, making the credit perma-
nent would stimulate substantial
amounts of additional research and de-
velopment in the U.S., increase na-
tional productivity and economic
growth almost immediately, and pro-
vide U.S. workers with higher wages.
That is hard to beat. In fact, it cannot
be beat.

The vast majority of the members of
this body are on record in support of a
permanent research credit. As I men-
tioned, last summer, 98 Senators voted
in favor of permanence. Moreover,
making the research credit permanent
was practically the only business pro-
vision that President Bush included in
his tax proposal. And, just in case some
have forgotten, former Vice President
Al Gore also included a permanent re-
search credit in the tax plan on which
he campaigned last year. The point
here is that making the credit perma-
nent is probably the most bipartisan
tax cut provision that has been before
the Congress in recent years.

While practically everyone says they
support a permanent research credit, it
has become too easy for Congress to
fall into its two-decade-long practice of
merely extending the credit for a year
or two, or even 5 years, and then not
worrying about it until it is time to ex-
tend it again.

These short-term extensions have oc-
curred ten times since 1981. Ten short-
term extensions for a tax credit that
most Members of this body strongly
support. I am not sure we realize how
the lack of permanence of the credit
damages its effectiveness. I am telling
you it does, and so do the experts.

Research and development projects
cannot be turned on and off like a light
switch. They typically take a number
of years and may even last longer than
a decade. As our business leaders plan
these projects, they need to look years
ahead in making the projections and
estimating the potential return on
their investment. Because the research
credit is not permanent, and its exten-
sion is not assured, the availability of
the credit over the life of these projects
is uncertain and is thus often not in-
cluded in the numbers. As a result, the
projected return on the investment is
lower and some promising research
projects are simply not funded.

With a permanent credit, these busi-
ness planners would take the benefits
of the credit into account, knowing
they would be there for all years in
which the research is to be performed.
The result would be a lower projected
cost, leading to more research projects
being funded, which in turn would lead
to more benefits to the economy, to
our productivity, and to each con-
sumer. In fact, making the credit per-
manent would start these benefits now
and actually give an immediate boost
to the amount of research performed,
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even before the current credit expires
in 2004.

There is little doubt that a signifi-
cant amount of the incentive effect of
the research credit has been lost over
the past 20 years because of the con-
stant uncertainty about its continuing
availability. This uncertainty has un-
dermined the very purpose of the cred-
it. For the Government and the Amer-
ican people to maximize the return on
their investment in U.S.-based research
and development, this credit must be
made permanent. And now is the time
to do so.

Each time that Congress has ex-
tended the research credit for only a
short period, rather than permanently,
the ostensible reason has been a lack of
revenue. We tell our constituents that
we simply did not have the money to
extend the credit permanently.

Is this the excuse we are going to
give the next time we meet with the
high-tech workers and entrepreneurs in
our States? Are we going to tell them
that out of a tax cut bill totaling $1.35
trillion, we could not find the revenue
to pay for the permanent extension of
this credit?

I admit that the revenue cost of ex-
tending the research credit perma-
nently is not inconsequential. The esti-
mate I have from the Joint Committee
on Taxation says that its extension
would cost around $47 billion over 10
years. But this is only 3.5 percent of
the total cost of the bill. It seems to
me that 3.5 percent is a small price to
pay for a provision that will help en-
sure continued productivity increases,
economic growth, and job creation.

Ironically, it costs at least as much
in terms of lost revenue to enact short-
term extensions as it does to extend it
permanently. So saying we cannot af-
ford to make the research credit per-
manent is a notion of false economy
forced on us by the budget rules. I be-
lieve there is simply no valid reason
that the credit should not be extended
on a permanent basis. The provision
was in the President’s proposal, and it
should be in the bill before us today,
and was in Al Gore’s plan as well.

I believe a permanent research credit
is one of the most important elements
of President Bush’s tax plan because it
is so tied in with the issues of eco-
nomic growth and our future pros-
perity.

According to Chairman Greenspan,
the Nation’s high productivity growth,
which has played an instrumental role
in our economic growth of the past few
years and also in creating our pro-
jected budget surplus, would likely not
have been possible without the innova-
tions of recent decades, especially
those in information technologies. The
research credit is a key factor in keep-
ing these innovations coming into our
lives. But a temporary credit is inher-
ently limited in its ability to do this.

As I mentioned earlier, I am afraid
too many of us are stuck in a mindset
that says that since the research credit
can just be taken care of later this
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year in a tax extenders package, or
when it gets closer to its 2004 expira-
tion date, why bother about it now?

I want to emphasize that another
temporary extension is not the issue
here. We can and probably will always
extend the credit when the time for its
expiration comes. It will likely be on
the less effective basis we have always
done it, perhaps only for a few months,
or it may be on a retroactive basis, and
there may be a gap created, but we will
probably keep extending it. The issue
is whether or not we should magnify
the power of this credit by making it
permanent. It is just common sense to
do so.

The conditions for a permanent ex-
tension now are better than they have
ever been, and are likely to be again,
and we should not let this bill go by
without doing this.

This amendment is about long-term
growth, it is about fostering innova-
tion and keeping the innovation pipe-
line filled, and this is about sustaining
the productivity gains that have
brought us where we are today and
that can help us stay prosperous in the
future as we deal with the entitlement
challenges ahead.

In conclusion, if we decide not to
make the research credit permanent,
are we not limiting the potential
growth of our economy? How can we
expect the American economy to hold
the lead in the global economic race if
we allow other countries, some of
which provide huge government direct
subsidies, to offer stronger incentives
than we do?

Making the credit permanent will
keep American business ahead of the
pack. It will speed economic growth.
Innovations resulting from American
research and development will con-
tinue to improve the standard of living
for every person in the U.S. and also
worldwide.

This provision should be in this bill.
It deserves to be on the table in con-
ference with the House. We should not
overlook the importance of making the
credit permanent now.

I urge my colleagues to support this
amendment.

AMENDMENT NO. 701 TO AMENDMENT NO. 697

Mr. HATCH. Mr. President, on behalf
of Senator KERRY and myself, I send a
perfecting amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Utah [Mr. HATCH], for
Mr. KERRY, for himself and Mr. HATCH, pro-
poses an amendment numbered 701 to amend-
ment No. 697.

Mr. HATCH. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To allow a credit against income

tax for research related to developing vac-

cines against widespread diseases)

At the end of the matter proposed to be in-
serted, add the following:
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SEC. . CREDIT FOR MEDICAL RESEARCH RE-
LATED TO DEVELOPING VACCINES
AGAINST WIDESPREAD DISEASES.

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

“SEC. 45G. CREDIT FOR MEDICAL RESEARCH RE-

LATED TO DEVELOPING VACCINES
AGAINST WIDESPREAD DISEASES.

‘“(a) GENERAL RULE.—For purposes of sec-
tion 38, the vaccine research credit deter-
mined under this section for the taxable year
is an amount equal to 30 percent of the quali-
fied vaccine research expenses for the tax-
able year.

“(b) QUALIFIED VACCINE RESEARCH EX-
PENSES.—For purposes of this section—

‘(1) QUALIFIED VACCINE RESEARCH EX-
PENSES.—

‘‘(A) IN GENERAL.—Except as otherwise pro-
vided in this paragraph, the term ‘qualified
vaccine research expenses’ means the
amounts which are paid or incurred by the
taxpayer during the taxable year which
would be described in subsection (b) of sec-
tion 41 if such subsection were applied with
the modifications set forth in subparagraph
(B).

‘(B) MODIFICATIONS; INCREASED INCENTIVE
FOR CONTRACT RESEARCH PAYMENTS.—For
purposes of subparagraph (A), subsection (b)
of section 41 shall be applied—

‘(i) by substituting ‘vaccine research’ for
‘qualified research’ each place it appears in
paragraphs (2) and (3) of such subsection, and

‘“(ii) by substituting ‘100 percent’ for ‘65
percent’ in paragraph (3)(A) of such sub-
section.

“(C) EXCLUSION FOR AMOUNTS FUNDED BY
GRANTS, ETC.—The term ‘qualified vaccine
research expenses’ shall not include any
amount to the extent such amount is funded
by any grant, contract, or otherwise by an-
other person (or any governmental entity).

‘“(2) VACCINE RESEARCH.—The term ‘vaccine
research’ means research to develop vaccines
and microbicides for—

‘“(A) malaria,

‘“(B) tuberculosis,

“(C) HIV, or

‘(D) any infectious disease (of a single eti-
ology) which, according to the World Health
Organization, causes over 1,000,000 human
deaths annually.

““(c) COORDINATION WITH CREDIT FOR IN-
CREASING RESEARCH EXPENDITURES.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), any qualified vaccine research
expenses for a taxable year to which an elec-
tion under this section applies shall not be
taken into account for purposes of deter-
mining the credit allowable under section 41
for such taxable year.

‘(2) EXPENSES INCLUDED IN DETERMINING
BASE PERIOD RESEARCH EXPENSES.—Any
qualified vaccine research expenses for any
taxable year which are qualified research ex-
penses (within the meaning of section 41(b))
shall be taken into account in determining
base period research expenses for purposes of
applying section 41 to subsequent taxable
years.

“(d) SPECIAL RULES.—

‘(1) LIMITATIONS ON FOREIGN TESTING.—NO
credit shall be allowed under this section
with respect to any vaccine research (other
than human clinical testing) conducted out-
side the United States.

‘(2) PRE-CLINICAL RESEARCH.—No credit
shall be allowed under this section for pre-
clinical research unless such research is pur-
suant to a research plan an abstract of which
has been filed with the Secretary before the
beginning of such year. The Secretary, in
consultation with the Secretary of Health
and Human Services, shall prescribe regula-
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tions specifying the requirements for such
plans and procedures for filing under this
paragraph.

‘“(3) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (1)
and (2) of section 41(f) shall apply for pur-
poses of this section.

‘“(4) BELECTION.—This section (other than
subsection (e)) shall apply to any taxpayer
for any taxable year only if such taxpayer
elects to have this section apply for such
taxable year.

‘‘(e) CREDIT TO BE REFUNDABLE FOR CER-
TAIN TAXPAYERS.—

‘(1) IN GENERAL.—In the case of an electing
qualified taxpayer—

““(A) the credit under this section shall be
determined without regard to section 38(c),
and

‘“(B) the credit so determined shall be al-
lowed as a credit under subpart C.

‘(2) ELECTING QUALIFIED TAXPAYER.—For
purposes of this subsection, the term ‘elect-
ing qualified taxpayer’ means, with respect
to any taxable year, any domestic C corpora-
tion if—

‘“(A) the aggregate gross assets of such cor-
poration at any time during such taxable
year are $500,000,000 or less,

‘(B) the net income tax (as defined in sec-
tion 38(c)) of such corporation is zero for
such taxable year and the 2 preceding tax-
able years,

“‘(C) as of the close of the taxable year, the
corporation is not under the jurisdiction of a
court in a title 11 or similar case (within the
meaning of section 368(a)(3)(A)),

‘(D) the corporation provides such assur-
ances as the Secretary requires that, not
later than 2 taxable years after the taxable
year in which the taxpayer receives any re-
fund of a credit under this subsection, the
taxpayer will make an amount of qualified
vaccine research expenses equal to the
amount of such refund, and

‘‘(E) the corporation elects the application
of this subsection for such taxable year.

“(3) AGGREGATE GROSS ASSETS.—Aggregate
gross assets shall be determined in the same
manner as such assets are determined under
section 1202(d).

‘“(4) CONTROLLED GROUPS.—A corporation
shall be treated as meeting the requirement
of paragraph (2)(B) only if each person who is
treated with such corporation as a single em-
ployer under subsections (a) and (b) of sec-
tion 52 also meets such requirement.

‘“(5) SPECIAL RULES.—

‘“(A) RECAPTURE OF CREDIT.—The Secretary
shall promulgate such regulations as nec-
essary and appropriate to provide for the re-
capture of any credit allowed under this sub-
section in cases where the taxpayer fails to
make the expenditures described in para-
graph (2)(D).

“(B) EXCLUSION OF CERTAIN QUALIFIED VAC-
CINE RESEARCH EXPENSES.—For purposes of
determining the credit under this section for
a taxable year, the qualified vaccine re-
search expenses taken into account for such
taxable year shall not include an amount
paid or incurred during such taxable year
equal to the amount described in paragraph
(2)(D) (and not already taken into account
under this subparagraph for a previous tax-
able year).”.

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

(1) IN GENERAL.—Section 38(b), as amended
by section 620, 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) the vaccine research credit deter-
mined under section 45G.”".
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(2) TRANSITION RULE.—Section 39(d), as
amended by section 620, is amended by add-
ing at the end the following new paragraph:

‘‘(12) NO CARRYBACK OF SECTION 45G CREDIT
BEFORE ENACTMENT.—No portion of the un-
used business credit for any taxable year
which is attributable to the vaccine research
credit determined under section 45G may be
carried back to a taxable year ending before
the date of the enactment of section 45G.”".

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C is amended by adding at the end the fol-
lowing new subsection:

“(d) CREDIT FOR QUALIFIED VACCINE RE-
SEARCH EXPENSES.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the qualified vac-
cine research expenses (as defined in section
45G(b)) otherwise allowable as a deduction
for the taxable year which is equal to the
amount of the credit determined for such
taxable year under section 45G(a).

¢(2) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (2), (3), and (4)
of subsection (c) shall apply for purposes of
this subsection.”.

(d) DEDUCTION FOR UNUSED PORTION OF
CREDIT.—Section 196(c) (defining qualified
business credits) is amended by striking
“and” at the end of paragraph (8), by strik-
ing the period at the end of paragraph (9) and
inserting ‘‘, and”’, and by adding at the end
the following new paragraph:

‘(10) the vaccine research credit deter-
mined under section 45G(a) (other than such
credit determined under the rules of section
280C(d)(2)).”".

() TECHNICAL AMENDMENTS.—

(1) Section 1324(b)(2) of title 31, United
States Code, is amended by inserting ‘‘or
from section 45G(e) of such Code,” after
1978,”".

(2) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by section 620, is amended by add-
ing at the end the following new item:

‘“Sec. 45G. Credit for medical research re-
lated to developing vaccines
against widespread diseases.”’.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.

Mr. HATCH. Mr. President, I will just
take a few minutes to speak to Senator
KERRY’s amendment.

This amendment provides a 30 per-
cent tax credit on qualified research
expenses to develop microbicides for
HIV and vaccines for malaria, TB, HIV,
and other diseases that kill 1 million
people or more annually. This is an ex-
pansion of the existing 20 percent re-
search and development tax credit.

It mandates that a company file a re-
search plan with the Secretary of the
Treasury on these priority vaccines or
microbicides before claiming the tax
credit.

It allows the tax credit to be applied
to the costs of clinical trials outside of
the United States, because of the prev-
alence of malaria, TB, and HIV in de-
veloping countries. However, pre-clin-
ical research must be conducted in the
United States in order to claim the tax
credit.

This amendment also provides a re-
fundable tax credit to small biotech
companies based on the amount of
qualified research that a company does
in a given year. This credit is designed
to stimulate increased research among
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firms that often do the most innova-
tive research.

It mandates that any firm receiving
this credit put an equivalent amount of
funds into research and development
within 2 years of having received the
credit. Such expenditures cannot be
claimed under the tax credit for quali-
fied vaccine research and development.
It requires the Secretary of the Treas-
ury to promulgate regulations to re-
capture the credit if a company fails to
make these expenditures.

The amendment allows 100 percent of
the expenditures on contracts and
other arrangements for research and
development on these priority vaccines
and microbicides to be counted toward
the baseline for the R&D tax credit.
Currently only 65 percent can be count-
ed. This increase is designed as an in-
centive for larger firms to contract
with smaller vaccine research compa-
nies.

So, Mr. President, I have filed this on
behalf of Senator KERRY and myself. I
hope the Senate will give great consid-
eration to this.

I yield the floor and reserve the re-
mainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
yield myself 1 minute. I appreciate the
commitment of the Senator from Utah
to extending the research and experi-
mentation credit. There is no question
the issue of research and experimen-
tation has no greater supporter than
the Senator from Utah and all the peo-
ple involved with it ought to appre-
ciate his interest in it.

I know the R&D credit has strong bi-
partisan support and that it was in-
cluded in the President’s request.

I ask the Senator give us the time to
work with him on the amendment
today and see what we can do to make
sure it becomes something we can work
with and deal with in conference.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I join
the chairman of the committee in tell-
ing the Senator from Utah he has a
good amendment. The R&D tax credit
should be a permanent part of our law
for a couple of basic reasons. One, we
know jobs in the future depend upon
research today. The more research
today, the more technology will be en-
hanced, productivity enhanced, and
more jobs in the market. That is pretty
clear.

Second, we want research in the
United States more than other coun-
tries. It is fine to conduct research
overseas if American companies con-
duct research overseas but we also
want them to conduct research here.
Other countries give far more lucrative
benefits in credits and other incentives
to companies in their countries for re-
search and development than do we in
America. We all know it is a fiercely
competitive world; our economy is so
globalized. If we are going to, A, stay
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ahead and, B, make sure those jobs are
here in the United States, it makes
good sense to have a credit for Re-
search and Development as a perma-
nent part of our law.

I am a cosponsor with the Senator
from Utah of his bill to make R&D tax
credit permanent. I will work with the
Senator to try to find a way to work
this out so we can make it permanent.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. I thank my colleagues
for their graciousness and willingness
to work with me to see how we can
make this part of the overall tax bill,
and I sure hope our colleagues on both
sides will support whatever offset they
come up with, and that they can sup-
port this amendment.

We are making a diligent effort to
try to resolve the offset problems. I am
willing to yield my time, but I notice
the Senator from Nevada has risen. I
will be happy to yield to the Senator
from Nevada.

Mr. REID. Mr. President, I am a co-
sponsor of this amendment. It is very
good legislation. We have had con-
tinual battles in the Senate over what
we should do with renewables. We can
do nothing with renewables until we
get a permanent tax credit.

An example is, we have a wind farm
we are putting in at the Nevada Test
Site. We are trying to develop new uses
for that test site which has been in ef-
fect for some 50 years, after setting off
nuclear devices there.

The people there know it will
produce huge amounts of electricity,
but they cannot borrow the money be-
cause no one will loan them the money
because the tax credit is for a limited
period of time.

The amendment of the Senator from
Utah, of which I am a proud cosponsor,
is the way we have to go. If we are
going to change our heavy dependence
on fossil fuels, we have to have a tax
credit that is permanent on renew-
ables. This does that, among other
things. I totally support the amend-
ment of the Senator from Utah.

Mr. HATCH. 1 thank my colleague
and I am prepared to yield the remain-
der of my time if the floor managers
are prepared to yield the remainder of
their time?

The PRESIDING OFFICER. All time
is yielded back.

Under the order, the pending amend-
ments are laid aside and the Senator
from West Virginia is recognized to
offer an amendment.

AMENDMENT NO. 703

Mr. BYRD. Mr. President, I thank
the Chair.

Mr. President, I am going to offer an
amendment. But, before I do, I feel
compelled to express my appreciation
to the two managers of this bill for the
work they have given to the task, for
the time they have given to the task. I
know it is not easy. I know they have
had pressures from colleagues on both
sides. I know each has had his own
pressures from his own colleagues on
his own side. I do not envy you.



May 21, 2001

I am going to offer an amendment
which the managers may not accept.
But that will not lessen my apprecia-
tion and respect for them. We can’t all
agree on everything.

When I was majority leader I, from
time to time, had colleagues on my
own side who did not support me. But
those who did not support me today
might be those who would support me
tomorrow.

So like the waves of the sea, the tide
comes in, the tide goes out; it comes
back again. I just want to express my
appreciation, first of all, to the two
managers of the bill.

Mr. President, I am going to send an
amendment to the desk, as I said. But,
before I send it to the desk, let me say
to Senators what the amendment
would do. The purpose of the amend-
ment is as follows: I shall read it, then
I will send the amendment to the desk.

Purpose: To strike all marginal rate tax
cuts except for the establishment of the 10
percent rate and strike all estate and gift
tax provisions taking effect after 2006 in
order to provide funds to strengthen social
security—

Here is your chance, my friends, to
strengthen Social Security—
extend the solvency of the Social Security
Trust Funds, maintain progressivity in the
social security benefit system—

A great Roman said: Friends, Ro-
mans, countrymen, lend me your ears.

My colleagues, listen. This amend-
ment would:
maintain progressivity in the social security
benefit system, continue to lift more seniors
out of poverty, extend the solvency of the
Medicare Trust Funds, and provide prescrip-
tion drug benefits.

‘“‘provide prescription drug benefits.”

Mr. President, I send an amendment
to the desk.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from West Virginia [Mr.
BYRD] proposes an amendment numbered 703.

Mr. BYRD. Now, Mr. President, I ask
unanimous consent that further read-
ing of the amendment be waived.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To strike all marginal rate tax

cuts except for the establishment of the 10
percent rate and strike all estate and gift
tax provisions taking effect after 2006 in
order to provide funds to strengthen social
security, extend the solvency of the Social
Security Trust Funds, maintain progres-
sivity in the social security benefit sys-
tem, continue to lift more seniors out of
poverty, extend the solvency of the Medi-
care Trust Funds, and provide prescription
drug benefits)

At the appropriate place, insert the fol-
lowing:

SEC. . ENSURING FUNDING FOR SOCIAL SE-
CURITY AND MEDICARE SOLVENCY,

PRESCRIPTION DRUGS, AND LONG-
TERM DEBT REDUCTION.

(a) IN GENERAL.—Notwithstanding any
other provision of this Act—

(1) except for section 1(i)(1) of the Internal
Revenue Code of 1986, as added by section 101

CONGRESSIONAL RECORD — SENATE

of this Act, and any necessary conforming
amendments, title I of this Act shall not
take effect; and

(2) any provision of title V of this Act that
takes effect after 2006 shall not take effect.

(b) STRATEGIC RESERVE FUND FOR LONG-
TERM DEBT AND NEEDS.—Subtitle B of title IT
of H. Con. Res. 83 (107th Congress) is amend-
ed by inserting at the end the following:
“SEC. 219. STRATEGIC RESERVE FUND FOR SO-

CIAL SECURITY REFORM, MEDICARE
REFORM, AND PRESCRIPTION DRUG
BENEFITS.

If legislation is reported by the Committee
on Finance of the Senate or the Committee
on Energy and Commerce or the Committee
on Ways and Means of the House of Rep-
resentatives, or an amendment thereto is of-
fered or a conference report thereon is sub-
mitted, that would strengthen social secu-
rity, extend the solvency of the Social Secu-
rity Trust Funds, maintain progressivity in
the social security benefit system, continue
to lift more seniors out of poverty, extend
the solvency of the Medicare Trust Funds or
provide prescription drug benefits, the chair-
man of the appropriate Committee on the
Budget shall, upon the approval of the appro-
priate Committee on the Budget, revise the
aggregates, functional totals, allocations,
and other appropriate levels and limits in
this resolution for that measure by not to
exceed $450,000,000,000 for the total of fiscal
years 2002 through 2011, as long as that meas-
ure will not, when taken together with all
other previously enacted legislation, reduce
the on-budget surplus below the level of the
Medicare Hospital Insurance Trust Fund sur-
plus in any fiscal year provided in this reso-
lution.”.

Mr. BYRD. Mr. President, last week
as the Senate began debate on the fis-
cal year 2002 budget reconciliation tax
cut bill, the President was in Min-
nesota unveiling his energy strategy.

Over the weekend the American peo-
ple read about the content of the Presi-
dent’s plan. Essentially, the adminis-
tration is promoting a national energy
strategy heavy on increased production
to respond to a number of current and
near-term energy shortages that have
manifested themselves through rolling
blackouts in California and rising gaso-
line prices across the country.

No one 1is pretending that the
planned construction of new power
plants or distribution lines will provide
immediate relief to consumers. In-
stead, the President argues that the
only short-term relief for energy-
starved, price-gouged consumers is a
tax break.

Somehow I think that is not quite
sufficient comfort to victims of rolling
blackouts—those men and women who
have been stuck in elevators, or in-
volved in automobile accidents when
the power suddenly cut off. It won’t
shed light for those families who have
had to walk around in the dark, feeling
their way along the walls, and tripping
over things that they can’t see right in
front of them.

What amuses me, Mr. President, is
that this administration, in using
blackouts to promote both its energy
and tax cut plans, has seemingly for-
gotten about the fiscal blackouts of the
1980s. I remember them, when the Con-
gress found itself wandering around in
the dark and the economy had tripped
over the 1981 Reagan tax cut plan.
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In 1981, the Reagan administration
promised that massive tax cuts would
reinvigorate the economy. Instead, the
American economy nearly collapsed. In
1982 and 1983, the annual unemploy-
ment rate increased to 9.7 percent and
9.6 percent, respectively—the highest
rates recorded since 1950. In 1985, while
America’s wealthy were reaping the
largest share of the national income
since World War II, businesses and
banks were failing at a record breaking
pace. Our savings rate was the lowest
in 4 decades, and our national trade
deficit had reached a record high.

The Congress had no choice but to
pass, and Presidents Reagan, Bush, and
Clinton had no choice but to sign, eight
in all—mumerous bills three of them
were not as significant as the five that
I will mention. The five that I shall
mention are TEFRA, DeFRA—sounds
like twins but, wait, they are quin-
tuplets—TEFRA, DeFRA, OBRA of
1987, OBRA of 1990, and OBRA of 1993—
to correct our mistake. Why were these
all passed? Why were these tax bills
passed? To correct our mistakes and
the mistakes of the then administra-
tion, and increase taxes in hopes of
stemming the unprecedented tide of
red ink.

The protracted deficits during the 12
years of Presidents Reagan and Bush
resulted in higher interest rates for the
American taxpayer. This forced the av-
erage American to pay more for his
mortgage, to pay more for his car, to
pay more for his child’s education, be-
cause of our rush—our mad rush—to
enact a huge tax cut—the benefits of
which went—in that instance, as will
be the case in this instance—the bene-
fits of which went mainly to the
wealthiest taxpayers.

Mr. President, this administration,
the Bush administration, the Bush No.
2 administration, has tried to jux-
tapose tax cuts and the threat of a re-
cession in the minds of the American
people, even though the most recent
economic data suggests that a reces-
sion only exists in the rhetoric—in the
rhetoric—of the administration.

There is where the recession exists,
in the rhetoric of the current adminis-
tration. And now, of course, the admin-
istration has offered tax cuts as a solu-
tion to this Nation’s energy crisis; the
idea being, I suppose, that Californians
would be able to purchase more candles
and flashlights to deal with the rolling
blackouts.

E.J. Dionne pointed out in a recent
Washington Post editorial that—and I
quote—‘‘there’s absolutely nothing the
president won’t say in support of his
tax cut. When times were good he told
us we needed a tax cut to keep the good
times going. When times threatened to
go bad, he said we needed a tax cut to
get the economy [rolling]. Now that
times look a bit better, he says we need
a tax cut to pay the gas bills. Someday
soon, he’ll tell us tax cuts will solve
the problems of crime, drug abuse, teen
pregnancy, traffic jams and static
cling.” And that if you do not have
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hair, it will make your hair grow, and
make your fingernails longer. And if
your hair is black, it will make it turn
white over night or vice versa.

I would only add, Mr. President, that
we may soon hear from the administra-
tion that tax cuts can provide whiter
teeth, fresher breath, and may even
cure the common cold.

But, how much are the American tax-
payers willing to shell out for this mir-
acle tonic, this tax cut?

Are the American people ready to
spend the money that they invested
into the Social Security and Medicare
programs? In 2025, the number of peo-
ple age 65 and older is projected to
grow by 73 percent—in 2025. In con-
trast, the number of workers sup-
porting the Social Security system
would grow by 13 percent. The Social
Security and Medicare Board of Trust-
ees project that the Social Security’s
taxes will be inadequate to pay full So-
cial Security benefits by 2016. This
$1.35 trillion tax cut package spends
vital resources that could otherwise be
used to ensure that Social Security
benefits will be paid to future retirees.

The Medicare program faces a simi-
lar fate. Medicare’s projected costs for
hospital expenses will grow 60 percent
faster than its income over the next 75
years. By 2075, Medicare’s costs will be
more than two times larger than its in-
come. Again, this $1.35 trillion tax cut
spends resources that could otherwise
be used to ensure that hospital insur-
ance benefits will be paid to Medicare
beneficiaries.

Now, what about our domestic in-
vestments in highways, bridges, agri-
culture, health care, education, and a
host of other areas? Are the American
people willing to trade these away for a
tax cut?

This tax cut package starves the do-
mestic discretionary side of the budget,
resulting in a spending level that is $5.5
billion below what is necessary to
maintain domestic investments in FY
2002, and an incredible $62 billion cut
below what the Congressional Budget
Office says is necessary to maintain
current services over the next 10 years.
That means cuts—cuts, cuts—veterans
programs, crime prevention, highway
construction and maintenance, and a
host of other areas, other categories, in
order to provide for these tax benefits.

Now what about the national debt?
Well, we are just going to dump that on
these youngsters here, the pages, and
on people such as my grandchildren,
my great grandchildren, and yours,
yours out there. Are the American peo-
ple ready to trade away this historic
opportunity to retire the national debt
for a tax cut?

Our current gross debt is $5.7 trillion.
How much is a trillion dollars? At $1
per second, how long would it take to
count $1 trillion? At the rate of $1 per
second, how long? It would take 32,000
years. That is big money. We are not
used to having that kind of money in
my State of West Virginia.

When we talk about $1 trillion, our
current gross debt is $5.7 trillion. That
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amounts to $929 for every man, woman,
boy, and girl in the world—that is some
debt, isn’t it?—$929 for every man,
woman, boy, and girl in the world.
That is not just pocket change. It rep-
resents $20,062 per man, woman, and
child in the United States.

Are we to disregard these financial
obligations? Are we? Or should we look
at our grandchildren and just wash our
hands? We can wash our hands, I say to
Senators, we can wash our hands of
this debt and just leave to it our grand-
children. This the sacrifice that aver-
age Americans are being asked to
make.

I am almost 84; 83% yesterday. I
could just walk away from the debt and
let you folks pick up this obligation.
We can enjoy a tax cut for ourselves—
just vote for this bill and enjoy the tax
cut, but leave this heavy debt burden
to the folks who are going to come
after us. We won’t be around, so what
does it matter to us? Let’s vote for the
Bush tax cut. I am a little selfish, per-
haps a little self-centered, so I would
like to have this tax cut. Let’s vote for
the Bush tax cut and let future genera-
tions worry about paying off the na-
tional debt.

Even if you happen to be lucky
enough to be one of the privileged few
who would receive any real tax relief
under this proposal, you most likely
wouldn’t receive those tax benefits for
another 5 to 10 years. Under this pro-
posal, most of the tax cuts—estate tax
repeal, increased IRA contribution lim-
its, expanded child credit, marginal
rate reductions—wouldn’t be fully in
place until sometime between 2007 and
2011. Marriage penalty relief wouldn’t
even begin to phase in until 2006. How
about that, 2006? Let me say that
again. Marriage penalty relief wouldn’t
even begin to phase in until 2006.

I am going to be a little late in reap-
ing the benefits therefrom. A week
from tomorrow we will have been mar-
ried 64 years, my wife and I. Yet, the
marriage penalty relief won’t even
begin to phase in until 2006. That is 5
years away. This bill would put these
tax cuts into effect when the surplus
projections are most unreliable and
least likely to accurately project our
ability to pay for them.

There are so many accounting gim-
micks in this proposal to hide the true
cost of the bill that the only reason-
able, accurate measure of its cost
would be in the second 10 years, which
the Center on Budget and Policy Prior-
ities projects would be $4.1 trillion.

What kind of a balanced tax cut pro-
posal pushes the real costs into the fu-
ture at the exact moment that money
is needed to finance the retirement of
Social Security and Medicare bene-
ficiaries? Where is the balance? Where
is the balance in a proposal that delays
marriage penalty relief for lower and
middle income taxpayers so that the
top marginal rates can be reduced more
quickly? Where is the balance?

Where is the balance in a proposal
that provides one-third of its benefits
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to those taxpayers with annual income
over $373,000 by cutting those programs
that benefit lower and middle income
families?

Well, Mr. President, I submit that
the day that this tax cut is enacted and
signed into law will be remembered as
a black day in our national history. So
I propose that we limit the size of this
tax cut until we are more certain of
whether we can afford it, and that any
savings be put aside in a reserve fund
for Social Security, Medicare reform,
and a prescription drug benefit.

My amendment would eliminate the
marginal rate reductions that would
benefit the wealthiest taxpayers in the
Nation and leave in place the 10-per-
cent bracket reduction that would ben-
efit all taxpayers—lower, middle, and
higher income. Under my amendment,
those funds that would be allocated to
repealing the estate tax for the
wealthiest 1 percent of taxpayers would
be redirected to ensuring the solvency
of those retirement programs from
which lower and middle-income tax-
payers would benefit much more.

Not only would this amendment put
back those funds that should have been
set aside for Social Security and Medi-
care reform in the first place, but it
would also provide for a substantial tax
cut that would be more evenly distrib-
uted amongst the American taxpayers.
This amendment would avoid the fiscal
disasters that would certainly occur if
these tax cuts were allowed to take ef-
fect under this bill, if the wild projec-
tions of 5 and 10 years out don’t mate-
rialize. This amendment would ensure
that Social Security and Medicare ben-
efits are available for future retirees
and that the national debt is being re-
tired.

Mr. President, last week, at the Sen-
ate Finance Committee markup, the
Democratic leader stated that he found
it “‘difficult to accept, impossible to
explain” that Congress was about to
repeat the same mistake it made in
1981 by passing another massive tax cut
that the Nation was not equipped to af-
ford.

As I view these comments, and as I
view this Bush tax cut, which had its
genesis in the snows and cold winds of
New Hampshire last year during the
campaign, it reminds me of a story
about Benjamin Franklin, a great
American statesman, philosopher, and
revolutionary of the 18th century.

As Franklin recalled later in his life:

When I was a child of seven years old, my
friends on a holiday filled my pocket with
half-pence. I went directly to a shop where
they sold toys for children, and being
charmed with the sound of a whistle that I
met by the way, in the hands of another boy,
I voluntarily offered and gave all my money
for it. When I came home, whistling all over
the house, much pleased with my whistle,
but disturbing all the family, my brothers,
sisters, and cousins, understanding the bar-
gain I had made, told me I had given four
times as much for it as it was worth, put me
in mind of what good things I might have
bought with the rest of the money, and
laughed at me so much for my folly that I
cried with vexation; and the reflection gave



May 21, 2001

me more chagrin than the whistle gave me
pleasure.

With the wisdom of age, Franklin
added:

As I came into the world, and observed the
action of men, I thought I met many who
gave too much for the whistle.

Mr. President, the Congress paid too
much for its whistle in 1981, and it al-
most wrecked the economy. Insight
will come after the fact when we real-
ize again that we sacrificed too much
for this tax cut.

I urge my colleagues to oppose the
unsound fiscal policy in this bill. I urge
my colleagues not to pay too much for
the whistle. I urge my colleagues to
vote for my amendment.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

The distinguished Senator from Iowa
is recognized.

Mr. GRASSLEY. Mr. President, I
yield myself such as I might consume.

I appreciate the concern of the Sen-
ator from West Virginia about Social
Security. The budget resolution pro-
vides for protection for Social Security
and Medicare. The relief act, in my
opinion, does not jeopardize these pro-
grams. Rather, I suggest the relief act
strengthens these critical programs be-
cause we have a strong, growing econ-
omy that is going to result from mak-
ing sure that we keep resources with
the taxpayers for them to invest and
spend; thus, doing much more good
than if the Government keeps those re-
sources. A growing economy is the best
guarantee for Social Security and
Medicare’s long-term solvency.

I will talk briefly about the fact that
we have had concern expressed in the
media about some of these very same
things that the Senator from West Vir-
ginia has visited about—the long-term
needs of all programs, including Social
Security and Medicare. I think the edi-
torial writers, as I have read them, just
over the weekend, and as late as this
morning, are in a frenzy about this tax
cut that they need not be in. But they
can’t seem to make up their minds.
One day we are criticized because the
$1,000 child credit is not indexed for in-
flation. Then the next day we are at-
tacked because the tax cut is too ex-
pensive in the outyears.

Maybe what is really happening is
the media is just against reduction of
taxes. This is kind of like Goldilocks, I
would say, when they first say it is too
hot and then it is too cold. But I fear
that, unlike Goldilocks, there is no tax
cut that is just right for the elite of
our media because they want no tax
cuts whatsoever. They honestly believe
the Federal Government creates
wealth, that it is better for a political
determination of more money of how
the resources are divided rather than
letting the marketplace do it.

Somehow, I think they feel ignored
as we debate this tax bill. It is like the
media crying about Social Security
and Medicare. When all else fails, I
think it is their goal to raise so many
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questions that senior citizens so ponder
the situation of the budget, whether or
not there is security there, long-term
security for Social Security and Medi-
care, it ends up scaring them need-
lessly.

In the process of our debate, obvi-
ously, when you look ahead 10 years—
and I said this last week during the de-
bate, so I am not saying it just because
the Senator from West Virginia
brought it up—in lregard to the long-
term projections of the fiscal condition
of the Federal Government, meaning
how much money is going to come in
and how much we are going to spend on
existing programs over the next 10
years, it is legitimate to be cautious.

On the other hand, we are making
judgments based on 10-year forecasts.
We recently heard about the Reagan
tax cuts in 1981, 20 years ago. At that
particular time, we were only looking
ahead 5 years. I do not think it has en-
tered into this debate, but I know as a
fact in 1963, when President Kennedy
had tax cuts, they only looked ahead 1
year. Looking ahead 1 year in 1963,
looking ahead 5 years in 1981, or look-
ing ahead 10 years in the year 2001, as
imprecise as it is to look ahead, al-
though I have to say the people who
work on this are getting better at it
than they were during the 1980s—but
looking ahead 10 years has to be con-
sidered more fiscally responsible in our
spending and taxing policies than look-
ing ahead just 5 years 20 years ago or
looking ahead just 1 year in 1963.

People might wonder why I am talk-
ing about 1963, 1981, and 2001. These are
the three biggest tax relief measures
passed by Congress in the last 50 years.

All T am saying is, nobody knows
what the future holds, but we are mak-
ing a tax relief decision for working
men and women based upon these 10-
year projections. We ought to give
some credit to the people who work so
hard to make those projections so that
we in Congress can be more—I do not
know whether the word ‘‘certain” is
correct—so we can at least attempt to
be more precise as we make policy for
the long term. That is all we are doing.

I ask people to consider that in the
historical approach as we try to do a
better job of making public policy deci-
sions.

I yield the floor.

The PRESIDING OFFICER. The dis-
tinguished Senator from Montana is
recognized.

Mr. BAUCUS. Mr. President, I do not
know any Member of the Senate who
has more respect and regard for the
Senator from West Virginia than my-
self. He is a Senator’s Senator. He
knows more about and defends this in-
stitution far more than any other Sen-
ator. He really lives for his people in
West Virginia, for this institution, and
for the country. I wish more people
knew how hard the Senator from West
Virginia fights for all those causes and
all those beliefs in such a dignified
way. I have the highest respect for the
Senator.
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I understand his concerns about this
bill. I share some of those concerns. I
think most Members of the Senate pri-
vately share some of the concerns that
perhaps this tax cut is a little too large
because it is hard to predict what the
budget surplus is going to be in the fu-
ture. But we have provided for this
amount in the budget resolution. It did
pass the Senate. I know the Senator
from West Virginia believes that budg-
et was inappropriate and did not vote
for it. As the Senator knows, more
than any other Senator here, we still
have that budget resolution that
passed through the conference and we
are in this Chamber with a tax bill that
passed the Senate Finance Committee.

There are a lot of provisions in this
bill that are major improvements over
the President’s proposal and/or meas-
ures passed by the House. Most signifi-
cantly, it provides a much better dis-
tribution of tax cuts so middle-income
Americans receive a greater share of
the benefit as opposed to wealthier peo-
ple compared with the House-passed
bills and that suggested by the Presi-
dent.

We also make specific improvements
to the Tax Code. One is the creation of
a new 10-percent bracket. This is large.
It is the single biggest piece of the bill.
It provides for $438 billion of tax relief
over 10 years to those persons who
would be in the 10-percent bracket. Of
course, those lower and middle-income
Americans and, obviously, even the
most wealthy receive some benefit be-
cause a new lower bracket rate affects
everybody all the way up regardless of
the amount of income.

Seventy-five percent of the benefits
in this bill go to people who earn less
than $75,000. Seventy-five percent of
the tax reductions in this bill go to
Americans who earn $75,000 or less.
There is an upfront stimulus by mak-
ing a 10-percent provision retroactive
to the first of this year.

In addition, there is a significant in-
crease in the child tax credit from $500
to $1,000. Friday, when I was heading
home to Montana, somebody stopped
me as I was getting off the airplane. I
had to change planes at Salt Lake City
to get to Montana. He said: Senator, I
hope you get a tax credit in there. My
wife is about to have a child.

I said: We are going to increase that
child tax credit over time to $1,000.

He said: Boy, Senator, I really like
that. I really appreciate that. Thanks
for doing that.

There are people who do benefit from
this legislation. In fact, 16 million chil-
dren receive benefits under this legisla-
tion, children who otherwise would not
receive benefits under the other legis-
lation.

We also create incentives for edu-
cation. One can deduct $5,000 from his
or her income to pay for college tui-
tion, which, clearly, is a help because
higher education is getting so much
more expensive.

The pension provisions, IRA provi-
sions, new stimulus for more savings,
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the marriage penalty, it is true, do not
take effect, as my very good friend
from West Virginia notes, until 2006. I
have no doubt the Senator from West
Virginia is going to fully utilize that
provision in the code for many years,
even after it takes effect in the year
2006. Of that I have no doubt.

In addition, there are other provi-
sions in the bill that are very helpful
to Americans who really need a break.
They revolve around the provisions
that make the child tax credit refund-
able. There is $109 billion in this bill—
most of it is new money—for parents,
for single parents, single moms, single
fathers who do not have a lot of income
but are struggling to make ends meet.
That is going to go a long way in keep-
ing them off welfare rolls because it is
tied in with the EITC, the earned-in-
come tax credit. It is going to help a
lot of Americans. That is all in this
bill.

To sum up, this is a good bill. It is
not perfect, but it certainly will put a
lot of dollars into people’s pockets in
tax reductions. It is more fair to Amer-
icans all across the board compared
with the President’s proposal and those
measures passed by the House. It is
good legislation.

We are a very dynamic Nation. I have
concerns about the size of the cut, for
the reasons mentioned by my friend
from West Virginia, and have some
sympathy for the amendment he is of-
fering for those reasons. I would like to
give more stimulus to education, to
make sure the Social Security trust
fund is even better protected, the Medi-
care trust fund is even better pro-
tected.

We are a very dynamic Nation. We
are a very resourceful Nation. We will
find ways to do what we know we
should do, and that includes protecting
Social Security, protecting the Medi-
care trust fund, and making sure, too,
we do all we possibly can to help our
children get the very best education
possible. Of that I have no doubt.

I remind Senators, if we do not pass
this bill, which has been worked on
thoroughly by the Senate Finance
Committee, my guess is we will be
faced with another tax bill which will
be much less to the liking of about half
the Members of this body, particularly
on the Democratic side.

It would be much closer to the meas-
ure proposed by the President. It would
have a distribution that is much more
weighted toward upper income Ameri-
cans. It would be a bill much to the dis-
like particularly of the Senator from
West Virginia.

Life has choices. We are presented
with choices, presented with alter-
natives. We have to make choices and
choose the alternatives which make
the most sense. I personally believe
that given the choice between this leg-
islation or some other legislation
which would be closer to the desire of
the President, if Democrats did not try
to work to make this legislation bet-
ter, this is a better choice; that is, this
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bill as opposed to essentially the Presi-
dent’s bill. It is roughly $1.35 trillion—
less than the President suggested but
still a very significant tax cut.

Although I think this is a better
choice compared to the alternative—I
deeply respect the Senator’s views and
I have the highest regard for him—I
disagree with this amendment for the
reasons I have stated. With the utmost
respect, I must tell my good friend I do
not support this amendment.

Mr. BYRD. Do I have time remain-
ing, Mr. President?

The PRESIDING OFFICER. The Sen-
ator has 5 minutes remaining.

Mr. BYRD. Mr. President, I thank
both of the managers again. I respect
their reasons for opposing my amend-
ment. I hope the Senate will adopt my
amendment later.

Reference has been made to Presi-
dent Reagan’s 5-year deficit/surplus es-
timates. Those projected surpluses in
that instance were as follows: In 1982,
the projected deficit was $45 billion;
the actual deficit was $128 billion. The
projected surplus for 1985 was $5.9 bil-
lion—that was the projected surplus
under the Reagan administration tax
cut—whereas instead of a $5.9 billion
surplus, the actual deficit was $212 bil-
lion. In other words, for the 5 years
projected under the Reagan tax cut,
the difference between the projected
deficit and the actual deficit was $921
billion. That experience should teach
us to be cautious.

I close by referring to Joseph in the
Bible. We will recall that Pharoah had
a dream in which he saw seven fat cat-
tle come up out of the river to feed in
a meadow. They are referred to as
““kine’”” in the Scriptures. They were
followed by seven lean cattle who ate
up the seven fat cattle. Pharoah turned
to his soothsayers, his wise men, for in-
terpretation of this dream, but they
could not interpret the dream. Some-
one spoke of Joseph as one who could
interpret dreams, so Pharoah asked
that Joseph, be brought forth from the
dungeon where he was being held. Jo-
seph interpreted the dream to mean
that there would first be 7 years of
plenty, represented by the fat cattle in
Pharoah’s dream—7 years of plenty.
The 7 years of plenty would be followed
by 7 years of famine. Joseph rec-
ommended that in the time of plenty
they should save, put the grain into the
warehouses and prepare for the 7 lean
years that were sure to come in Egypt.

We have had in this country some
very good years. We have had projected
surpluses. I think we ought to return
to history, realizing that in some form
or another it does repeat itself. We
have this golden opportunity to use
these years of plenty and the fruits
therefrom to apply to the problems
that confront the Nation, the problems
that will come with Social Security,
and Medicare, for example. Now is the
time to deal with Social Security and
Medicare.

The President has said he doesn’t
want to leave any child behind. The
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President’s budget, which was referred
to by my friend from Montana, leaves
the old folks behind. I can call them
old folks because I am one of them. The
old folks, the senior citizens are being
left behind. But no millionaire is being
left behind.

I urge again that the Senators vote
for my amendment later in this day. I
thank all Senators for listening. I par-
ticularly thank the Chair for his cour-
tesy and kindness.

The PRESIDING OFFICER. Does the
Senator from Iowa yield back his time?

Mr. GRASSLEY. We yield back our
time.

The PRESIDING OFFICER. Time is
yielded back.

AMENDMENT NO. 707

Mr. JEFFORDS. Mr. President, I
send an amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Vermont [Mr. JEF-
FORDS], for himself, Mr. DoDD, Mr. KENNEDY,
Mr. ROCKEFELLER, and Mr. LEVIN, proposes
an amendment numbered 707.

Mr. JEFFORDS. Mr. President, I ask
unanimous consent reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To amend the Internal Revenue

Code of 1986 to expand the dependent care

credit)

At the end of subtitle A of title II insert
the following:

SEC. . DEPENDENT CARE CREDIT.

(a) INCREASE IN DOLLAR LIMIT.—Subsection
(c) of section 21 (relating to expenses for
household and dependent care services nec-
essary for gainful employment) is amended—

(1) by striking ‘‘$2,400”’ in paragraph (1) and
inserting ‘‘$3,000"’,

(2) by striking ‘‘$4,800’ in paragraph (2) and
inserting ‘‘$6,000’, and

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

‘(3) INFLATION ADJUSTMENT.—In the case of
any taxable year beginning after 2002, any
dollar amount contained in paragraph (1) or
(2) shall be increased by an amount equal
to—

““(A) such dollar amount, multiplied by

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

(b) INCREASE IN APPLICABLE PERCENTAGE.—
Section 21(a)(2) (defining applicable percent-
age) is amended—

(1) by striking ‘30 percent’” and inserting
560 percent’’, and

(2) by striking
‘$30,000"".

(c) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the highest rate of tax
under section 1 of the Internal Revenue Code
of 1986 (as amended by section 101 of this
Act) to the extent necessary to offset in each
fiscal year beginning before October 1, 2011,
the decrease in revenues to the Treasury for
that fiscal year resulting from the amend-
ments made by this section.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

Mr. JEFFORDS. Mr. President, the
United States has entered into a time

¢‘$10,000” and inserting
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of unprecedented budget surplus. Over
$1 trillion is the amount we are dis-
cussing. What to do with it, and tril-
lions that are expected into the future.

For years we have struggled to bal-
ance the budget, forgoing spending for
programs necessary to maintain our
human infrastructure. We have not de-
voted enough to supporting our fami-
lies and educating our children, but
times have changed. There is enough
money in the surplus to cut taxes,
eliminate the death tax, and reduce the
marriage penalty. I believe we must in-
crease our investments in our children
and families. To my colleagues I must
ask, if not now, when?

I commend Senator GRASSLEY and
Senator BAUcCUS for their leadership.
They have carefully crafted this legis-
lation so it brings the benefits of tax
relief of all Americans. They have in-
cluded Dbalanced rate reductions, a
careful phaseout of the estate tax, and
a refundable child tax credit. Espe-
cially important to me, they have fixed
the marriage penalty for all taxpayers,
including those who receive the earned-
income tax credit.

There is, however, one crucial area
not sufficiently enhanced to meet our
national education goals. The issue not
addressed in this legislation is the
great need for our Nation to improve
childcare, particularly the early learn-
ing and developmental aspect of that
care. America lags far behind all other
industrialized nations in caring for and
educating our preschool-age children.
We have the opportunity to make im-
provements. We need to act now.

If we want to get to the core of our
most serious problems in education, we
have to improve the care and education
of our preschool children. This is some-
thing every other industrialized nation
in this world does except the United
States. And every industrialized nation
in the world pays for that through Gov-
ernment funds.

I rise to offer an amendment to in-
crease the dependent care tax credit.
The current law allows taxpayers to
claim a small credit for childcare ex-
penses.

Right now, the maximum credit al-
lowed is $720 for one child, and twice
that amount for two children. Unfortu-
nately, no families qualify to receive
the maximum. My amendment would
raise the maximum credit to $1,500, for
one child, and $3,000, for two or more
children. It would allow families with
adjusted gross incomes of $30,000 or less
to qualify for the maximum credit. And
the credit amounts would be indexed
for inflation still far from what we
need but a major step forward.

This increase in the dependent care
tax credit is to be paid for by slowing
the reduction of the top income tax
rate.

We know that from the time of birth,
the human brain is making the connec-
tions that are vital to future learning.
We know that what we do as parents,
care providers, educators, and as a so-
ciety can either promote or inhibit a
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child’s healthy development—-the ac-
quisition of the cognitive, social, be-
havioral, and physical skills necessary
for success in school and life.

Far too many of America’s children
enter school without the requisite
skills and maturity, and continue to
lag behind for their entire academic ca-
reer.

Billions of dollars are spent on reme-
diation efforts to get these children
“up to speed.” But I believe that ‘“‘an
ounce of prevention is worth a pound of
cure,” and if we are ever to achieve the
first national education goal, we must
improve the quality of child care and
make it more affordable and available
for working parents.

We have known for years that high-
quality preschool programs produce
cognitive gains, improved school per-
formance, decreased grade retention,
and higher achievement in math and
reading. The research has been around
since the mid-1980s.

The Perry Pre-school Project, the
Carolina Abecedarian Project, and the
recent Chicago Child-Parent Center
study are just a few of the research
studies that clearly show the benefits
of high-quality early care and edu-
cation to future academic success. Un-
like the rest of the world, America has
done little to ensure that our children
have access to these kinds of programs.

Quality early education is the bed-
rock upon which a child’s future aca-
demic success is built. By giving every
child a strong foundation for success in
school we set the stage for that child
to become a productive worker and a
contributing member of society. A
strong educational foundation for each
child is the key to our national eco-
nomic, military, and political future.

Let me show the most dramatic evi-
dence of what I am telling you. My
first chart is the results of the so-
called TIMS examination. These TIMS
studies indicate how we compare to the
rest of the world with respect to our 13-
year-olds in mathematics. As you can
see from this chart, where are we? We
are 16th; at the bottom of the heap.
That means that 55 percent fewer
American students give correct an-
swers on the exam. Who is at the top?
That is China.

There are a couple of reasons why I
have this presentation. One is because
it includes China. After we included
China that time, someone decided not
to do that again. It gives you evidence
relative to the largest country with
which we compete. If you take a look
at the countries doing pretty well on
this side of the chart—Switzerland,
France, Italy—all industrialized na-
tions that have early education and
child care, these are for their 3- and 4-
year-olds.

More recent TIMS studies have
shown no significant change for the
United States, and the most recent re-
port was even worse.

Yet in international contests of the
best math students, students from the
United States are often the best in the
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world. So it is not the students, its the
educational system that bears most of
the responsibility for this failure.

What does this mean for our chil-
dren? It means that in the global econ-
omy in which we live, our children will
not be prepared to compete for the
high-tech jobs that rely on math skills.
In a world of global finance and inte-
grated information systems, it will be
very easy for children from other coun-
tries to line up for the best, high pay-
ing jobs.

Will this have a large impact on the
U.S. economy?

I am afraid so. The Information
Technology Association of America has
recently issued a report that states
that at present there are 425,000 IT jobs
nationwide that are unfilled because
the American workforce lacks the
skills to do the job. And these are high
paying jobs, with an average income of
$50,000 a year. To date, the United
States has allowed almost 1 million H-
1-B foreign students to take these jobs.

I suggest to my colleagues that a
child care tax credit that sets the stage
for improved math performance by
American students is a direct invest-
ment in the strength and health of our
economy. John Glenn’s Commission
issued a report entitled ‘‘Before It’s
Too Late,” which emphasizes this need.

The overall health of our society de-
pends on our children coming to school
ready to learn and ready to read. Our
democracy itself; our leadership in the
world, is dependent upon literate citi-
zZens.

I want to now to refer to another Na-
tional Center for Education study enti-
tled ““The Nation’s Report Card, 4th
Grade Reading 2000.”

Forty percent of American fourth
graders are reading below grade level,
and 68 percent are not reading at a
level that demonstrates solid academic
performance. What this says to me is
that more than half of our young stu-
dents have not learned to read very
well.

And if you haven’t learned to read
you cannot read to learn. And I have to
wonder if it is a coincidence that 40
percent of our Nation’s 3- and 4-year-
olds are not enrolled in preschool pro-
grams—40 percent, again.

From first through third grades our
children are supposed to learn to read
so that they can go on to academic suc-
cess. Without excellent reading skills
and a love of reading and learning we
are doomed to a spiral of ignorance in
our society. We will lose the cultural
and historical richness that informs us
as a democracy. How can we rightfully
retain our place as leader in the demo-
cratic world, if many of our students
emerge from our public education sys-
tem functionally illiterate?

We must invest in our children from
the moment they are born so that they
are fully prepared to be excellent and
early readers. This is an investment we
must make.

Today, two-thirds of our 3- to 5-year-
olds are in some type of care outside
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the home. For some, that care is part-
day or part-year. But many spend 35
hours or more in the care of someone
other than their parents.

A recent nationwide study found that
40 percent of the child care provided to
infants in child care centers was poten-
tially injurious—not that it was bene-
ficial but that it was injurious.

Fifteen percent of center-based child
care for all preschoolers is so bad that
a child’s health and safety are threat-
ened.

Seventy percent of center-based child
care is rated mediocre—they are not
hurting, but neither are they helping
children.

Only fifteen percent, I repeat, 15 per-
cent actively promote a child’s healthy
development.

We know that high quality, preschool
education and care improves school
readiness and school performance,
leads to better socialization, and re-
sults in cognitive gains for our chil-
dren.

Mr. President, how much time do I
have remaining?

The PRESIDING OFFICER. The Sen-
ator has approximately 17 minutes re-
maining.

Mr. JEFFORDS. While there are ben-
efits for all children, low-income chil-
dren benefit even more than children
from more economically advantaged
families. And we see those benefits re-
gardless of the setting in which the
early education and care takes place—
as long as it is a quality program.

So I ask my colleagues, how can we,
as a nation, continue to shortchange
these programs?

Why do we not view early care and
education as an integral part of our
educational system?

How can we as a nation continue to
view it as a private matter among fam-
ilies, rather than a social imperative?

Every one of our industrial compet-
itor countries do. Every one—and the
government pays for it. We are leaving
children behind.

Our children are not entering school
ready-to-learn. Our children are lag-
ging behind most other industrialized
nations in math and science.

We know that the best predictor of
quality early education and care and
positive outcomes for children is a
trained, competent teacher. So why do
we have a child care workforce that
has little education and training be-
yond a high school diploma?

The majority of the providers in cen-
ter-based child care receive less train-
ing and job specific education than
child care workers in urban areas of Ni-
geria.

We know that this surplus should be
used to address the greatest needs in
our nation today. So why don’t we
begin to take care of the most critical
problem, the early education and care
of our children?

Spending for child care over the past
few years by governments—local, State
and federal—has increased.

Yet, less than 15 percent of the fami-
lies eligible under Federal law to re-
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ceive child care subsidies are receiving
any assistance.

The Head Start Program is only serv-
ing about 40 percent of the children eli-
gible for the program. The educational
component of that program is in the
process of being expanded and
strengthened.

The Dependent Care Tax Credit helps
offset a small portion of the costs of a
family’s child care expenses.

American parents are the main
source of funding for early care and
education. They pay it right from their
pocket.

All of our competitors in the inter-
national marketplace, have govern-
ment paying most of the costs of care.

Of the total funds spent on early care
and education, government pays for 39
percent, private sources—1 percent,
and parents—60 percent. This is the re-
verse of the cost-sharing between par-
ents and government in other industri-
alized nations.

In all of the other industrialized na-
tions, the costs of early care and edu-
cation for 3- and 4-year-olds rests with
government, employers, or a combina-
tion of both. Parents are responsible
for a small percentage of the costs,
generally in the ten to twenty percent
range. In comparison, some low-income
working families in the U.S. have to
pay 10, 20, sometimes 30 percent of
their household income just for the co-
payments required to receive a Federal
child care subsidy.

In addition, much of the early care
and education in America is of poor to
adequate quality. High-quality care is
expensive, and few families can afford
to pay any more.

In every State, except one—Vermont,
the cost of 1 year of child care for a 3-
or 4-year-old is more than the yearly
cost of tuition at a public four-year
university in that state. And
Vermont’s distinction is due to the
high cost public higher education,
rather than a lower cost of child care.

We know how to improve the quality
of early care and education.

We need better trained and educated
teachers. We need to pay those teach-
ers more.

We need to quit viewing child care
and early education differently—and
recognize the critical importance of
early education.

We need to integrate quality early
learning and healthy development into
all care giving.

We need to make quality early learn-
ing programs more affordable and
available to all children—particularly
3- and 4- year-olds.

We need to give providers funds to re-
cruit and retain quality teachers, to
upgrade facilities and equipment, and
to provide staff training on a regular
basis.

We need to help states increase not
only the number of low-income work-
ing parents receiving child care sub-
sidies, but make sure those subsidies
are high enough to allow families to af-
ford quality care for their children.
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Middle and lower-middle income
working families receive the least
amount of help in covering the costs of
child care, and spend a disproportion-
ately high amount of their household
budget on child care. We have to focus
more government assistance in their
direction.

We need to increase the number of
quality programs by improving exist-
ing care and starting new programs.

We need to encourage businesses to
provide more on- and near-site child
care for employees and more resources
to support the child care arrangements
of their employees. Federal tax credits
and incentives need to be increased to
help these businesses.

And we must make those improve-
ments without increasing the costs to
parents.

In other industrialized nations, early
education and care for 3- and 4-year-
olds is universal, voluntary and free to
parents, regardless of their income.
Early education and care is viewed as
good for children and an important
part of the public education system.

American families struggle to pay
$4,000, $6,000, and sometimes over
$10,000 a year for child care for their
young children.

Our own Senate employees, many
using federally subsidized child care
centers, pay $6,000 to $7,000 a year for
one child—out of their own pockets
with little financial help.

A few local and State governments
have already accepted this view of pre-
school and have devised a variety of
ways to finance their efforts.

Some counties in Florida increased
property taxes to pay for pre-school
and child care services.

Voters in Aspen, CO, approved a dedi-
cated sales tax for child care.

Maine has created tax increment fi-
nance districts and identified child
care as an approved development pro-
gram cost.

Missouri dedicates a portion of the
funds received from the state lottery to
the Early Childhood Development,
Education, and Care Fund.

North Carolina has done a remark-
able job in subsidizing child care wages
and benefits in exchange for com-
pleting professional development ac-
tivities.

Rhode Island has extended health
care benefits for child care providers
through the State’s publicly funded
health insurance program.

Connecticut makes long-term, low-
interest loans for the construction and
renovation of child care centers avail-
able as tax-exempt bond funding. It has
started a school-readiness program to
make sure low-income children have
access to high quality early learning
experiences.

New York has a generous, refundable
child care tax credit against state per-
sonal income taxes that are owed.

And last, but never least, Vermont
gives increased subsidy rates for ac-
credited care, and provides cash bo-
nuses to child care providers that get
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accredited or complete academic de-
grees.

Other States have created voluntary
income tax check-offs, car license
plates, motor vehicle registration ac-
counts, and other innovative means of
financing high-quality pre-school pro-
grams. Even with these creative ap-
proaches, quality pre-school programs
are still out of the reach of many par-
ents.

Several States have started programs
and tax incentives to get the business
community to assume more of the
costs of child care for their employees.
Some companies, such as IBM, AT&T,
and Bank of America, have clearly
stepped up to the plate. But too many
others have not.

It is particularly hard for small busi-
ness owners. Unfortunately, many of
these programs and incentives have
met little success. Participation levels
are very low, even among businesses
that provide child care assistance for
employees. We must work with the
business community to create incen-
tives that work for employers and em-
ployees alike.

Government, businesses, or parents
cannot do this alone. Providing quality
early care and education must be a
partnership. There must be joint re-
sponsibility and cost-sharing.

Government needs to view early edu-
cation and care as an integral part of
the education system. It needs to pro-
vide additional funding to improve
quality and decrease the costs for par-
ents.

The business community needs to
view early education and care as nec-
essary for recruiting and maintaining
today’s employees. It needs to see it as
an investment in tomorrow’s work-
force.

Parents are already paying most of
the costs of care, and find few choices
that provide high quality care at a
price they can afford. They must have
more choices so their children can
grow up healthy and ready to succeed.

We must improve the quality and fi-
nancing mechanisms for early care and
education, particularly for our Na-
tion’s 3- and 4-year-olds. This is an in-
vestment in the real ‘“‘infrastructure”
of our country—our children and fami-
lies. It is one that we cannot afford to
ignore any longer.

Isabelle Sawhill of the Brookings In-
stitute has estimated that a high-qual-
ity, 2-year program in the TUnited
States would cost about $8,000 annually
per child. This translates to about $30
billion a year to serve all families with
incomes under $30,000 a year. This
amendment represents a down payment
on that investment.

In March, the HELP Committee held
a hearing to compare the United States
early care and education, with the rest
of the world. At that hearing, a child
care provider from Vermont testified.
At the conclusion of her testimony, she
said: “Why do so many children get left
behind?”’

One, there simply is not enough ca-
pacity to meet the needs—it’s that
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simple. Two, few parents can afford
high quality care. We are talking about
young families at the lowest point in
their income earning years paying up
to fifty-eight percent of their income
on child care.

These young parents absorb 87 per-
cent of the cost of care, as opposed to
their later years and incomes are high-
er and they bear only 47 percent of the
cost of a year in college. We ask fami-
lies to pay more at a time they can
least afford it.

I always tell my staff, don’t come to
me with a problem unless you have at
least three potential solutions. Here
are my suggestions for easing the child
care crisis:

Bring business on board as partners.

Forgiveness of student loans, access
to higher wages, and health care for
providers will help attract and retain
our child care workforce.

Quality incentives work, whether we
are talking about guaranteed bonuses
for extended education or training, or
accreditation.

Tax cuts are great, but only after the
true needs of a nation have been meet.
You have a difficult choice: save a lit-
tle now by not funding a comprehen-
sive early care and education initiative
or pay a lot later. Studies show that
for every dollar we spend on early care
and education, we save seven dollars in
other government programs down the
road.

We can no longer afford to be a na-
tion where only the poor or rich have
access to high quality early care and
education. You need to commit pre-
cious resources to our most precious
resource, young children.

Let me show you just some other
documentation. I want to bring to your
attention a study that all of my col-
leagues ought to read. This is done by
the French-American Foundation. The
study compares the French system
with American childcare. They point
out how well the French do in compari-
son. I urge Members to look at this
study. We have copies of this study
available. It demonstrates how bene-
ficial the French system is. We should
use it as a model. There are other sys-
tems also that we should look at for
possible solutions to our early care and
education crisis.

Mr. President, at this time I yield to
my friend from Connecticut 10 min-
utes.

The PRESIDING OFFICER. The Sen-
ator from Connecticut is recognized for
10 minutes.

Mr. DODD. First of all, I commend
my colleague from Vermont for offer-
ing this amendment. I am delighted to
be his principal cosponsor. This is an
issue we have worked on together for
as many years as we have been in the
Senate. My colleague from Utah, Sen-
ator HATCH, and many others have
helped us develop the Child Care and
Development Block Grant program.

I note that the Presiding Officer has
more than a passing awareness and
knowledge of the subject matter of this
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amendment and has been involved in
the question himself when he was in
the other body as well as support here.

What we are changing with this
amendment are three things that per-
tain to the Dependent Care Tax Credit
or, DCTC under current law. We have
not changed, in 20 years, the amount of
annual eligible expenses for child care
against which the dependent care tax
credit is based. That is what we are
talking about in this amendment.

Under current law, eligible expenses
for child care are capped at $2,400 for
families with one child and $4,800 for
families with two children each year.
We want to raise the cap on these ex-
penses from the present level of $2,400
for a single child up to $3,000. For fami-
lies with more than one child, the cap
on annual child care expenses would be
increased from $4,800 to $6,000. That
would be for two children. So we are in-
creasing the amount of child care ex-
penses that would be used as the base
against which the dependent care tax
credit is calculated from $2,400 to $3,000
for families with one child; and $4,800
to $6,000 for families with two children.

But then we do something else.
Under current law, a family can only
take a percentage of eligible expenses
capped by law as their dependent care
tax credit. We have talked already
about the amount of eligible expenses
that we would be increasing under this
amendment. But, also in this amend-
ment, we would increase the percent-
age that is applied to the capped
amount of eligible expenses to cal-
culate the credit.

Under current law, the lowest income
families can only take 30 percent of
$2,400 in eligible expenses for one child
or 30 percent of $4,800 for two children.
That’s the maximum credit allowed
under the DCTC. The amount of ex-
penses as well as the percentage of eli-
gible expenses have not been changed
in 20 years. What our amendment does
is increase the percentage of eligible
costs for the lowest income families
from 30 percent to 50 percent. If you
make from $10,000 to $30,000, you get a
maximum of a 50-percent credit. If you
make in excess of $30,000, that percent-
age declines as income rises until it
reaches 20 percent. Even the most af-
fluent family in the country can claim
20 percent of allowable eligible ex-
penses for child care under the depend-
ent care tax credit.

Then, lastly, we index to inflation
the child care expense thresholds, the
annual child care expenses against
which the credit is based, because over
the last 20 years there have been no in-
creases at all. Obviously, the cost goes
up for child care and related expenses,
so we will be back at this again. So
why not index it, as we have in so
many other areas of the Tax Code?
That is all this amendment does.

There is no refundability in this
amendment. I regret that, but we did
not include refundability.

So very briefly, again, what we do is
we increase the amount of eligible ex-
penses under the dependent care credit
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that a family can take into consider-
ation in calculating their dependent
care tax credit. In the case of a single
child, the child care expense threshold
would increase from $2,400 to $3,000; in
the case of two children, the child care
expense threshold would increase from
$4,800 to $6,000.

You can talk to any family in the
country, and they will tell you about
the cost of child care. Today it is not
uncommon to have child care costs
reach $10,000 a year per child. On aver-
age, child care expenses both in urban
and rural areas are between $6,000 and
$10,000 a year. That has gone up consid-
erably in 20 years. Twenty years ago,
the cost of child care hovered around
$1,500 to $2,000, in some cases $3,000 or
more. In 20 years, those costs have just
gone up through the ceiling.

Today, in some of the poorer areas,
good child care can cost as much as
$10,000 or more a year. Needless to say,
if you are a family, say, making $40,000,
$50,000, $60,000, with two kids, obvi-
ously, when you are spending as much
as $6,000 to $20,000 for child care for
those two children—before you pay
rent, before you pay a mortgage, before
you put food on the table, clothes and
the rest—obviously, that is an extraor-
dinary amount of expense.

So by raising the child care annual
expense threshold from $2,400 to $3,000
in the case of one child, and $4,800 to
$6,000 in the case of two children, and
then increasing the percentage applied
to the child care expense base from 30
percent to 50 percent—in the case of
the poorest people—with a sliding scale
that drops to 20 percent for the most
affluent Americans, we think we are
going to provide some needed assist-
ance to people who are burdened by
high child care costs. For everyone,
just like under current law, the
amount of allowable expenses would be
the same. But, for those families who
are low income and moderate income
earners, they would be able to take a
larger credit than current law—be-
cause, both the amount of allowable el-
igible expenses and the percentage ap-
plied to that base would be increased.

How do we pay for it? We drop the
top income tax rate by whatever num-
ber it needs, maybe 1 point, maybe
even less than 1 point to pick this cost
up. So we are still providing a tax
break for the most affluent Americans.
But one of the most significant costs
that Americans face is for dependent
care, and they need this help.

The Senator from Vermont has laid
out—I am, again, preaching to the
choir when I speak to the Presiding Of-
ficer and the chairman of the com-
mittee. They know in the case of Iowa,
and in the case of Kansas, there are a
lot of hard working folks out there,
single parents raising kids. This is not
a choice. This is not a case where
someone is sitting there and saying
they think they will go to work or
won’t go to work. This is a case where
people actually have no other choice.
So we are providing some real relief.
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I say, with all due respect to the
managing members of this bill, the
chairman of the committee, we have
done something clearly in this bill on
the per child tax credit, and I appre-
ciate that. But the dependent care tax
credit has not changed. There has been
no change in 20 years. It may be 20
years again. It has been nearly 20 years
since the last time we dealt com-
prehensively with the Tax Code. It
could be another 20 years before we
have a chance to fix it.

So what we are suggesting in this
proposal—as the chairman of the HELP
Committee pointed out, is that mil-
lions of families struggle with child
care costs every week. The need for
child care assistance is great. Some 65
percent of mothers with children under
the age of 6, and 78 percent of mothers
with children between the ages of 6 and
13, are working today. Nearly 60 per-
cent of mothers with infants are work-
ing. This is not a question of whether
or not a need exists. The need is clearly
there.

If you do the math on this, a single
parent earning $30,000, who has a 1-
year-old child and a 3-year-old child,
would be spending as much as half of
her gross income on dependent child
care expenses. The present dependent
care tax credit helps, but it is no real
match for the reality of the child care
market.

Under current law, the maximum
credit a family can claim is $720 for one
child for 1 year—30 percent of $2,400,
and $1,400 for two—30 percent of $4,800.
That is not insignificant, but it is not
enough to make a family’s $8,000 child
care bill more affordable.

Our amendment would also index the
thresholds for child care expenses for
inflation. That is just common sense.
Over the years, most of the basic tax
provisions affecting tax liability have
been indexed for inflation. The per-
sonal exemption, the standard deduc-
tion, tax brackets for low-income fami-
lies, the earned-income tax credit, all
have been indexed. By indexing the
child care expense thresholds under the
dependent care tax credit, we would en-
sure that the credit keeps up with mar-
ket realities. Within the context of the
overall provisions of this tax cut pro-
posal, we can afford it.

We have not increased the child care
expense thresholds themselves a dime,
let alone indexed them for inflation,
over the past 20 years. So again, by
raising the child care expense thresh-
olds, and then raising the percentage of
eligible expenses a family can take in
calculating its dependent care tax
credit, we will provide some real relief
for families with high day care costs.
For example, the maximum credit for a
family with one child would increase
from 30 percent of $2,400 or $720 to 50
percent of $3,000 or $1,500. The max-
imum credit for a family with two chil-
dren would increase from 30 percent of
$4,800 or $1,440 to 50 percent of $6,000 or
$3,000. These changes will really help
low and moderate income families
where every dollar counts.
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In view of the costs of child care ex-
penses, we think this is an affordable
amendment, one that makes sense and
provides real relief for working people.

There are no income eligibility caps
on the dependent care tax credit, so
even the most affluent families can
claim as much as 20 percent of allow-
able dependent care costs.

For these reasons, we urge our col-
leagues to support this very modest
amendment—it is not that expensive—
and to reduce the top rate just a frac-
tion to pick up this cost. We think this
is something that would make this tax
bill a far better proposal.

With that, Mr. President, I yield
back whatever time I may not have
consumed to the distinguished Senator
from Vermont.

Mr. JEFFORDS. Mr. President, I
thank my colleague for his very helpful
statement. I praise him for the work he
has done in this area.

To close up, I would like to follow up
on my colleague’s statement with a
chart. This is the source of funds for
child care in early learning in the U.S.:
60 percent by the parents, 1 percent by
the private sector, and 39 percent by
the Government. In the other coun-
tries, it is just the opposite. It is 60
percent by the Federal Government,
about 30 percent by the parents, and
about 1 percent by the private sector.
That is just to emphasize what the
Senator has pointed out.

That was excellent testimony that
dramatically pointed out to me the se-
rious problems we have.

I ask unanimous consent that Ms.
Apgar’s statement be printed in the
RECORD.

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

STATEMENT OF KATHI J. APGAR, EXECUTIVE
DIRECTOR, BRISTOL FAMILY CENTER, BRIS-
TOL, VERMONT, PRESIDENT, VERMONT ASSO-
CIATION FOR THE EDUCATION OF YOUNG CHIL-
DREN, BEFORE THE SENATE COMMITTEE ON
HEALTH, EDUCATION, LABOR, AND PENSIONS,
MARCH 27, 2001
I would like to thank Senator Jeffords and

the H.E.L.P. Committee for inviting me to

share some of the experiences of operating a

non-profit, early care and education facility.

Most of today’s panelists have related statis-

tical information pointing to the crisis in

early care and education in our country and
the solutions developed by other nations.

I am here to add a personal face to the
harsh realities of maintaining a quality pro-
gram under some dire economic cir-
cumstances and add a passionate plea to add
new federal dollars to early care and edu-
cation. We are not talking about ‘‘re-
directing’’ federal dollars here, let me be ex-
plicitly clear: I am a master of robbing from
Peter to pay Paul so I can tell you ‘‘re-
directing’’ is simply another word for non-
commitment. We in the early care and edu-
cation field are talking, real, new federal
dollars infused into an inadequate system
where children and the future of a nation are
at stake.

I have been at the Bristol Family Center
for almost eight years. Most of my 11-person
staff has been with me that long—a virtually
unheard of retention rate in an industry
which boasts a 30% turnover in employees



May 21, 2001

each year. That would be the equivalent of
your sixth grader suffering through three
new teachers each year . . . this would not
be acceptable in the public school setting
and it simply is not in the earliest, most
critical years of a child’s life. My staff start-
ed with me at or just above minimum wage
with no benefits except federal holidays and
three paid sick days per year. It has taken
me eight years to raise their salaries to be-
tween $8.65 and $13.00 per hour. . . . Still no
benefits. This means no health, no dental, no
retirement, no long or short term disability
. . . We simply cannot afford it.

As we expand our program this year to in-
clude infants and toddlers (there is a waiting
list of 50 children for every available slot in
this age range) I do not know where my staff
will come from. Few teachers are readily
prepared for an early education setting like
mine where English is a second language:
abuse is their first communication. Can you
blame most available teachers for seeking
public school positions with guaranteed sala-
ries and benefits when we cannot afford to
compete with that security?

Why can’t you afford it you ask?

53% of my enrollment is subsidized by the
State of Vermont Child Care Services Divi-
sion (to you, that’s Child Care Block Grant
dollars, that’s TANF dollars).

The State reimburses us $94.60 per week (55
hours of care at roughly $1.72/hr.).

It costs me $209.79 per week to provide high
quality care for these eligible children.

It doesn’t take the Congressional Budget
Office to tell me that is a $115.00 per child,
per week deficit or $5,980 per year, per child
for which I must beg the American Legion,
VFW and private philanthropic trusts for
program support dollars.

People look at my budget and say ‘‘Just
cut staff and your bottom line will be fine.”
But think about this for one moment:

In higher education, the quality and quan-
tity of faculty and staff determine the suc-
cess of a Student’s experience.

The same thing is true in early care and
education—if I cut staff, the success of a
child’s first experience plummets.

If you want children to enter kindergarten
ready to learn—then ‘‘early literacy’’ doesn’t
mean exposure to books distributed at
healthy child visits or flash cards at the high
chair, it means:

Honest to goodness human contact with
highly trained providers who are readily
available through a low child-to-teacher
ratio.

It means always having a lap to snuggle on
when a book piques the child’s interest and
discussing what may happen next in the
story or creating a song from surrounding
the characters.

Early literacy means having someone
across the lunch table from a 3- or 4-year-old
sharing silly, gigging rhymes and tongue
twisters.

Early learning happens when there is
someone around to record the child’s words
to accompany a treasured drawing so they
begin to see how letters are the symbols
through which feelings and thoughts are
communicated.

Kids must feel safe and respected if they
are to thrive and be ready for the challenges
of a formal school setting not always ready
for them.

I cannot provide these quality opportuni-
ties for children on the recommended 10:1 ra-
tion—I maintain a ratio of roughly five chil-
dren to one teacher. This may not help my
budget—but my true bottom line is the suc-
cess of a child’s experience.

We must never try to supplant the impor-
tant role parents play as the child’s first,
and in most cases, best teacher. As modeled
by other countries, this is not an us vs. them
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rationale—we want parents to have the abil-
ity to stay home with their young children
but the economic viability of this option is
not a reality in most American homes.

In Vermont, 87 percent of children under
the age of six live with working parents.
This creates a tremendous burden on a sys-
tem whose capacity has not significantly ex-
panded in 10 years or more. We have 35,000
children in regulated care not necessarily
quality care. I am a NAEYC (National Asso-
ciation for the Education of Young Children)
validator meaning I review programs as they
strive to meet the high standards of national
accreditation—so I know what quality
should look like and we simply do not have
enough quality or quantity in the U.S.

Another 25,000 of Vermont’s children birth
through age eight are in unregulated care—
believe me, in many instances you don’t
want to know what that means. Right now,
we are only providing subsidized care for low
income and/or at-risk children. Increases in
Head Start dollars target the same popu-
lation—frequently only offering part-time
care, not the full day, full week, full year
programming working families need—espe-
cially those moving back into the workforce
thanks to the ‘“Welfare-to-Work”’ initiative.

Why do so many children get left behind?

(1) There simply is not enough capacity to
meet the needs—it’s that simple.

(2) Few parents can afford high quality
care. We are talking about young families at
the lowest point in their income earning
years paying up to 58% of their income (with
an infant and 4-year-old) in child care. These
young parents absorb 87% of the cost of child
care as opposed to their later years when in-
comes are higher and they bear only 47% of
the cost of a year in college. We ask families
to pay most at a time when they can least
afford it and pay less when they are better
equipped for these expenditures.

I always tell my staff, don’t come to me
with a problem unless you have at least
three potential solutions. Likewise, I have
some suggestions for easing the child care
crisis:

Bring business on board as partners—the
ultimate economic gain is having a stronger
workforce whose potential is not wasted be-
cause they are worrying about the safety and
well-being of their young children. I'll be
happy to elaborate on our model collabora-
tion with Middlebury College to create a new
infant/toddler center thanks to business par-
ticipation.

Forgiveness of student loans, access to
higher wages and healthcare for providers
help us attract and retain employees. Each
of these options is already being done in
other professions such as border patrol and
rural medicine. Let’s work together to bring
these options to early care and education.

Quality incentives work whether we are
talking about guaranteed bonuses for ex-
tended personal credentialing or program
based bonuses tied to national accreditation
standards—it works and children benefit di-
rectly from these upward movements.

Tax cuts are great but only after the true
needs of a nation have been met. It’s nice to
hear the slogan ‘‘No child will be left be-
hind” but as an early educator, parent, tax-
payer and lifelong Republican—I'm here to
tell you under the current budget—children
will be left behind in droves. You have a dif-
ficult choice: save a little now by not fund-
ing a comprehensive early care and edu-
cation initiative or pay a lot later. We know
that every dollar spent in early care and edu-
cation we save over $7.00 in corrections
costs. Quality early intervention works in
every country, every time.

We can no longer afford to be a nation
where only the poor or rich have access to
high quality early care and education. You
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need to commit precious resources to our
most precious resource, young children. You
can do it, you have proven it on our military
bases around the world. We know you can do
it and now we expect that you will do it.
Thank you.

Mr. JEFFORDS. Mr. President, I
urge my colleagues to vote to waive
the Budget Act, pass this amendment,
and help our families who are strug-
gling with the higher cost of child care.

The research demonstrates so vividly
that we have to do more now. Let me
again reflect on the chart I displayed
earlier. Nearly 40 percent of America’s
fourth graders are reading below grade
level; 68 percent of fourth graders can-
not read at a level that demonstrates
solid academic performance. That,
compared to the rest of the world, is
abominable. Again, in mathematics,
this is so critical for the Nation’s
workforce. We have hundreds of thou-
sands of jobs and we find that Amer-
ican students are not qualified to take
those jobs. We are at the very bottom
of the heap. That is why we have near-
ly 1 million H-1-B foreign-born stu-
dents, people from other countries
coming in and taking those jobs which
our young people could have—if they
were qualified,

I yield to the
necticut.

Mr. DODD. Mr. President, the Sen-
ator from Vermont has laid this out
very clearly. I hope our colleagues will
find the wisdom to support this. I know
the Senator from Iowa and the Senator
from Montana wrestled very hard.
They have been good supporters on
many of these issues over the years.
Here is something where just a modest
change in the rates can make a huge
difference to people. I am not talking
about the poorest people, although
some of them are, but people who are
earning about $40,000, $50,000, or $60,000
a year. You have two children, and it is
costing them $17,000 or $18,000 a year
for child care. That is a huge whack
out of gross income.

To provide some increase to defray
these costs is a great advantage and a
great help to these people. We urge our
colleagues on both sides of the aisle to
be supportive of this very fair,
thoughtful, modest amendment. I
thank my colleague for offering it.

Mr. JEFFORDS. I thank the Senator
from Connecticut.

I am not alone in examining these
issues. Here is, for instance, a report
from California, ‘‘Challenges for Higher
Education,” indicating how important
it is for our young people to have the
expertise, ready to enter the work-
force; from Business Week, ‘“How to
Fix America’s Schools,” because we are
not providing the right type of trained
workforce; and another one, ‘‘Helping
Students to be First in the World,”’ rec-
ommending action in early care and
education by the Council of Chiefs of
State school officers. There are a many
reports and studies. This is one I men-
tioned earlier, demonstrating how won-
derful the French system is and how

Senator from Con-
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terrible our child care is. And there are
more.

I will conclude by asking the ques-
tion I did at the beginning: If not now,
when? If we have trillions of dollars of
surpluses, and we have billions of dol-
lars of need, why can’t we solve it? I
see no reason. Now, we have an oppor-
tunity to take an important but small
step forward.

I yield back the remainder of my
time.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
yield myself such time as I may con-
sume. I won’t speak long because I
know the Senator from Connecticut is
waiting to offer his amendment.

I rise mainly not to comment on the
amendment of the Senator from
Vermont but to take some time to
speak about his contributions to the
legislation that is before us. We heard
earlier this morning a statistic that
Senator BAUCUS gave about 75 percent
of the benefits of this legislation go to
families making under $75,000 a year.
The Senator from Vermont, through
several provisions on which he has
worked with me on this bill, deserves a
great deal of credit for this legislation
being well balanced.

I listened to what the Senator from
Vermont said about the amendment he
now lays before the Senate. I appre-
ciate his speaking on that subject. He
should be very proud of his work on the
Senate Finance Committee, as he has
every right to be proud of the work
that has come from his own Senate
committee that deals with the issue of
education and many other items. It is
fair to say that no Senator has had a
greater influence on the relief act that
is before us than Senator JEFFORDS.
His fingerprints are on the expansion of
the earned-income credit for married
families, the child credit being ex-
tended for working families who do not
pay income tax, and the inclusion of
the pension bill, and many of the edu-
cation provisions in the bill.

A married family with two children
making $15,000 will receive an addi-
tional benefit of over $1,000 next year
under the bill before us. That is thanks
in no small part to the efforts of Sen-
ator JEFFORDS. I realize the bill before
us, as is obvious from the introduction
of the amendment, does not do all the
Senator from Vermont hopes for in the
way of dependent care. I think it is a
strong step toward his goals. The
changes I have mentioned already to
the relief act are estimated to cost tens
of billions of dollars. The Senator’s
amendment falls in the area of an addi-
tional $25 to $30 billion, a figure over 10
years. That would be in addition.

It is unfortunate that we can’t, for a
lot of good amendments that are being
offered, including the amendment by
the Senator from Vermont, do all the
things given the tight constraints with
which we are faced. But the Senator is
always blazing a trail for the work of
the Congress, and most of his attention
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rightfully is given to the needs of fami-
lies with children and preparing people
to do well in school.

I don’t know what we can do on this
particular amendment. But I have
heard what the Senator from Vermont
said. I pledge myself to work with him.

I yield the floor.

The PRESIDING OFFICER (Mr. DAY-
TON). The Senator from Vermont.

Mr. JEFFORDS. Mr. President, I ask
for the yeas and nays on my amend-
ment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. Does the
Senator yield back his time?

Mr. JEFFORDS. I yield back the re-
mainder of my time.

Mr. GRASSLEY. Mr. President, I
yield back the remainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Connecticut is recognized.

Mr. DODD. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DODD. I ask unanimous consent
that the order for the quorum call be
rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 695

Mr. DODD. Mr. President, I send my
amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Connecticut [Mr. DODD]
proposes an amendment numbered 695.

Mr. DODD. Mr. President, I ask unan-
imous consent that further reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To limit the reduction in the 39.6%

rate to 38% and to replace the estate tax

repeal with increases in the unified credit
and the family-owned business exclusion so
that the savings may be used for Federal
debt reduction and improvements to the

Nation’s nontransportation infrastructure)

On page 9, in the matter between lines 11
and 12, strike ““37.6%’’ in the item relating to
2005 and 2006 and insert ‘‘38%’ and strike
¢“36% in the item relating to 2007 and there-
after and insert 38%"’.

Strike title V and insert:

TITLE V—ESTATE AND GIFT TAX RELIEF
SEC. 501. 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

The

and gifts made, dur- is:
ing:
2002, 2003, 2004, 2005,
and 2006 ..................... $1,000,000
2007 and 2008 .. $1,125,000
2009 ..o $1,500,000
2010 or thereafter ...... $2,000,000.".

May 21, 2001

(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. 502. 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

‘“(ii) 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 ............co.uenns $1,375,000
2007 and 2008 . . $1,625,000
2009 ..iiiiiiieennnes . $2,375,000
2010 or thereafter ...... $3,375,000.

“(C) APPLICABLE UNUSED SPOUSAL DEDUC-
TION AMOUNT.—If an immediately pre-
deceased spouse of a decedent died after De-
cember 31, 2001, and the estate of such imme-
diately predeceased spouse met the require-
ments of subsection (b)(1), the applicable un-
used spousal deduction amount for such de-
cedent is equal to the excess of—

‘(i) the applicable deduction amount al-
lowable under this section to the estate of
such immediately predeceased spouse, over

‘“(ii) the sum of—

‘(D the applicable deduction amount al-
lowed under this section to the estate of
such immediately predeceased spouse, plus

‘“(II) 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.

Mr. DODD. Mr. President, let me
quickly get to the heart of what this
amendment does, and I will give some
explanation of the specifics of it.

This amendment is designed to re-
duce the amount of the tax cut at the
top rate by a relatively small amount—
about 1.6 percent—using those re-
sources to do two things and, in addi-
tion to that, also modifying the repeal
of the estate tax. By doing those two
things, reducing the top rate by less of
an amount, by 1.6 percent rather than
the 3 points, and by having a modifica-
tion of the estate tax, we take those re-
sources and apply them to paying down
more of the national debt. Fifty per-
cent goes to that, and 50 percent goes
to nontransportation infrastructure—
the water systems, sewage systems, the
electrical, and all the things that go on
every day that are necessary for our
cities, communities, and States to
work.

We have done very little about in-
vesting in the physical infrastructure
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of America. You cannot go back to
your respective States and talk to a
mayor or a Governor and they won’t
tell you that one of their major prob-
lems is dealing with the nontransporta-
tion infrastructure needs. Almost on a
daily basis, when you pick up any
paper in America, you will read where
another gas main, water main, sewage
main has burst or broken, hasn’t been
replaced in years, schools are literally
falling apart—kids go off to school
every day to schools built decades ago.
Obviously, there are transportation
needs. Those are dealt with in other
places. This is nontransportation infra-
structure and debt reduction. That is
what I want to do with this modest
change in the tax bill that is in front of
us. There are two things that I think
are absolutely critical if we are going
to succeed in the coming years eco-
nomically.

Presently, we pay between $220 bil-
lion and $225 billion a year in interest
payments. Let me repeat that—be-
tween $220 billion and $225 billion a
year in interest payments. An interest
payment doesn’t build anything,
doesn’t make anyone healthier, doesn’t
provide a Pell grant to go on to higher
education, doesn’t build a school, a
road—it does nothing. All it is is inter-
est payments on the national debt that
we have accumulated, the bulk of
which was accumulated in the 1980s
and early 1990s—in excess of $3 trillion
or $4 trillion. Mr. President, $200 bil-
lion a year—even with the surplus—is
going in that direction.

Certainly, we all ought to agree as
Americans that one of our major goals
ought to be to bring that debt down. I
understand there is a good argument
for not eliminating it altogether, and I
will accept that. But nobody can con-
vince me that paying $220 billion a year
out of taxpayer money to go to interest
payments at the expense of other
things we need makes much sense.

I think we ought to modify the tax
cut for the most affluent Americans by
1.6 percentage points—that is all, 1.6.
You still get a good tax cut here. But
by a 1.6 point cut, and using those re-
sources to help pay down that debt, and
then by modifying the repeal of the es-
tate tax, which only affects 49,000
Americans —modifying that to help re-
build or try to contribute to the infra-
structure needs of our country.

How bad are the infrastructure
needs? Interest costs on the debt, by
the way, are $220 billion a year. Over
the next 10 years, that is $1.5 trillion, if
we do nothing, if we just accept the
present level of debt. Let’s assume the
economy runs pretty smoothly out
here, with no new increases but no real
debt. That is $1.5 trillion in debt, ac-
cording to the Congressional Research
Service, if we do nothing to increase
our indebtedness.

In 2001, interest payments on the
debt were 11.2 percent of the budget
and 2.1 percent of the GDP. According
to the Society of Civil Engineers, the
condition of America’s infrastructure
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receives a failing grade of D plus. They
go down the list in terms of roads,
bridges, transit, aviation, schools,
drinking water, wastewater, dams,
solid waste, hazardous waste, navigable
waterways, energy—all the way down
are Ds, flunking. They estimate that
over the next 5 years, just to put it in
working condition—not replace—would
be $1.3 trillion to bring the Nation’s in-
frastructure into a C or C+ condition.
We are doing almost nothing about it.

As we are talking about a tax cut—
and I think there is room for it—can
we not modify this tax cut by a modest
amount to help reduce the debt and in-
vest in the infrastructure needs of
America? That is not a complicated
question—just modify it, not eliminate
it. I am not talking about taking the
tax cut off the table, but instead of re-
ducing the top rate from 39 percent to
36 percent, how about just bringing it
down 1.6 points?

By the way, I come from the most af-
fluent State in the country on a per
capita income basis—Connecticut. If
you repeal the Federal estate tax, it af-
fects about 980 people in my State of
3.5 million people. That is 980 people in
my State, and 49,000 nationally. So just
modifying the estate tax and reducing
the size of the tax cut for the most af-
fluent Americans, I can make a huge
dent in the national debt of this coun-
try and I can invest in the infrastruc-
ture needs that we are told, by every
objective analysis, are in desperate
need of repair. That is what this
amendment is designed to do, very sim-
ply—bring down that debt, reduce
those interest payments, and invest in
the infrastructure.

Are we asking so much? In fact, I
suggest that if we asked the most afflu-
ent Americans whether or not they
would be willing to take a more modest
tax cut—not to eliminate the tax cut,
but a more modest tax cut—in order to
bring down the national debt and to in-
vest in the infrastructure, water sys-
tems, and sewage systems that are fall-
ing apart in our country, they would
say you ought to do that.

I don’t know why it is we think that
the most affluent people would be op-
posed to doing some of these things.
Yet to hear some of the speeches on the
floor of this Chamber, that even a mod-
est reduction in the size of the tax cut
for the top 1 percent of income earners,
people making $300,000 or $400,000 a
year, a slight reduction in their tax cut
is absolutely unacceptable, even when
it means cutting into that $220 billion
a year that goes for interest payments.
When I think of what I can do with $220
billion for schools, roads, and other
things that our country needs.

I have a great fear, of course, that we
are going to see this proposal in front
of us cause an increase in the national
debt. If that happens, of course, then
interest rates on cars, homes, and
other consumer goods will go up, and
that is an awful tax increase. When in-
terest payments on those consumer
goods rise, that is a tax increase.
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We have seen that happen in the
past. We are not unfamiliar with rising
interest rate costs and what they can
do to people’s ability to provide for
their families, for businesses to grow
and expand and hire more people to
compete in the global marketplace.

I have great concern that because of
what we are doing with this tax cut
proposal—crowding out our ability to
do these other things, such as paying
down the debt and investing in the in-
frastructure needs of our country—that
we are going to look back and rue the
day.

I am 1 of 10 people who was in this
Chamber 20 years ago when a similar
tax cut proposal was being made, a
more modest one. Ten of us said: We
are fearful that if we adopt this tax cut
proposal, this country is going to wit-
ness an increase in its indebtedness, it
is going to see interest rates climb, and
hard-working people are going to see
the cost of everything they need go up.

There are only 3 of us left today in
this Chamber who were part of that
group of 10 who voted against that tax
cut in 1981-1982. I do not know of many
people who would not like to have that
vote back, if they could.

I do not need to spell out what hap-
pened during the mid-1980s and early
1990s. Our national debt went from
under $1 trillion to in excess of $3 tril-
lion, almost $4 trillion. Interest rates
went up to the ceiling, the economy
went dead, flat in the water, and it was
not until 1990 and 1993 that we began to
come out of it, we began to see our
economy grow and expand again as a
result of some very courageous votes
taken in this Chamber and the other
Chamber.

I do not want to see us go back to
recreate the mistake we did 20 years
ago. I have a great fear that is about
what we are going to do in the next 12
hours or less. I do not fault the man-
aging Members for the job they have
had to do in the Finance Committee,
but this is being done awfully quickly.

It is only the middle of May, and we
are jamming through this tax cut pro-
posal even before we are being told
what the defense numbers are going to
be. We have an energy crisis looming
on the horizon. Thomas Friedman of
the New York Times called it the ‘‘per-
fect storm.”

We have this tax cut proposal, as
much as a $150 billion to $200 billion in-
crease in defense spending, and an en-
ergy crisis looming and we are charg-
ing ahead unmindful of the implica-
tions of these proposals and what they
could do to the economy of this coun-
try and the pocketbooks of average
Americans.

This amendment does not correct all
of that, but it does moderate it to some
degree. It says that paying down the
national debt ought to be a priority; if
not paying all of it down, pay some of
it down. This should not be a Demo-
cratic idea or a Republican idea to re-
duce $220 billion in interest payments
each year.
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Can anyone tell me when an economy
has grown in this country when its in-
frastructure was collapsing? We cannot
point to a single period in our history
when our basic infrastructure was fall-
ing apart and our economy grew.

There is a relationship between inter-
est payments on the debt and infra-
structure. The reason I am combining
these two in this amendment is be-
cause both are absolutely critical to
economic growth. If debt is too big, ei-
ther personally or nationally, then we
will not be able to afford the things we
need for our families or as a nation. If
our infrastructure is collapsing and
falling apart, our economy does not
STOW.

By reducing the tax cut for the most
affluent Americans by a small amount,
I do not eliminate the national debt,
and I do not provide for all the infra-
structure needs, but we do some of the
things.

If my colleagues do not think this
amendment has value, they can call
their Governor, Democrat or Repub-
lican, and ask them whether or not
they think infrastructure costs are se-
rious in their respective States.

I am looking at some numbers from
my State of Connecticut. Infrastruc-
ture facts: 58 percent of Connecticut
schools have at least one inadequate
building feature, 68 percent of the
schools have at least one unsatisfac-
tory environmental feature. Connecti-
cut’s drinking water infrastructure
needs $1.35 billion over the next 20
years.

Connecticut is a small State. There
are 11 State-determined deficient dams
in the State of Connecticut. Again, my
colleagues can call their home States,
and I am sure they will get similar
numbers across the country about what
is happening to the basic infrastruc-
ture of our Nation and our inability, as
a result of what we are about to do
with this tax cut, to pay for these
costs.

By the way, when fully implemented,
this tax cut is not $1.35 trillion. It will
cost $4 trillion. I draw the attention of
my colleagues to the lead editorial in
the New York Times over the weekend
about the cost of this tax bill we are
about to adopt, and those exploding
costs will kick in just as the baby
boomers retire, and just as Social Se-
curity and Medicare will be placed
under extraordinary new strains.

This amendment makes a commit-
ment to debt reduction, and while I be-
lieve it is modest, it also seeks a com-
mitment to that other important pri-
ority: our national infrastructure.

It is a well-known fact that our coun-
try’s schools, our water, and waste-
water systems, our telecommuni-
cations connections are in dire need of
attention. Let me give some examples.

Nearly three-quarters of our schools
are over 30 years old. The average age
of our schools is 42 years. That means
schools go back almost to the mid part
of the last century. Fourteen million
children attend school every day in
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buildings that are unsafe. Fourteen
million kids go to unsafe schools every
day.

The American Society of Civil Engi-
neers issued a report card on our Na-
tion’s school infrastructure and gave it
a failing grade. Our water and waste-
water systems need nearly $23 billion
more each year. Water and wastewater
alone need $23 billion a year for the
next 20 years—there is nothing here for
that; nothing—in order to replace
aging and failing pipes and to meet the
environmental and public health stand-
ards in the Clean Water and Safe
Drinking Water Acts.

Federal contributions have dropped
75 percent in real terms since 1980. We
used to be a better partner with our
States and communities in picking up
these costs. We have now left the
scene, pretty much departed entirely.
So while providing a tax cut on one
level, who do we think is going to pick
up the cost of these items at the local
level since we do not contribute much
anymore? Local property tax, local
sales tax, and local income tax will go
up. We will provide Americans with a
few bucks here, but we will take the
money out of another pocket at the
State and local level because the Gov-
ernors and mayors are going to have to
pick up these costs because we are not
doing it.

The Federal Government represents
only about 10 percent of the total cap-
ital outlays for water and wastewater
infrastructure. That is how much in 20
years we have declined in our partici-
pation. The architects of this bill
would prefer we not pay anything. That
is what they want. Clean water, obvi-
ously, affects the environment, public
health, and the economy. Clean water
supports a $560 billion recreational in-
dustry, $300 billion in coastal tourism,
$45 billion in annual commercial fish-
ing, and a shellfishing industry.

And we all know the Internet has
dramatically altered how we live,
work, gathering information, and we
are all aware of the increasing impor-
tance of being digitally connected.
While access has increased for all
groups, there still exists a gap, or dig-
ital divide, between those Americans
with access to technology and those
without. Race, income, education, age,
and location are all factors related to
the level of Internet connectivity.

As to the means to deploy this tech-
nology, once again, however, the infra-
structure needed to extend access is
lagging, desperately lagging in certain
areas and among certain groups in this
country.

By reducing this tax cut, decreasing
modestly for the most affluent, we can
make a difference on closing the dig-
ital divide to see to it that every child
in America will have the opportunity
to access this modern technology that
they will need to be productive citi-
zZens.

Wastewater and telecommunications,
are these not priorities issues as well?
Don’t they deserve the attention of
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this body? As we are about to give a
tax cut of this magnitude, can we not
modify it even slightly to make a dif-
ference for the people who would ben-
efit as a result of improved water,
wastewater, telecommunications, and
schools? Does that not make America
richer and wealthier, more solid as a
nation in the years to come?

Why crowd out everything here so
that instead of the 75 percent we used
to contribute to our local commu-
nities, we are down to 10, 9, 8, 5, and
down to 1 percent?

Rural communities fall behind cities’
and urban areas’ broadband penetra-
tion, at only 7.3 percent for rural parts
of America. This is not just cities we
are talking about; rural communities
suffer terribly.

Large gaps in Internet access still re-
main among ethnic groups. The Inter-
net has become a necessity. It will be-
come even more so in the years ahead.
If we don’t make investments in the
basic infrastructure, we will rue the
day, in my view.

The importance of our commitment
to our Nation’s infrastructure is high-
lighted by a recent visit I had with
mayors from 60 of my cities. One
mayor said it best when he said a cut
in Federal taxes equals an increase in
local taxes. Municipal governments are
straining to find the resources for
water treatment and school repairs. He
asked, are we going to ignore what is
happening in our communities for a
huge tax cut for those who can afford it
the most?

In the tax bill before the Senate, ev-
eryone gets tax relief. I am not chang-
ing that. I especially appreciate what
the most affluent have done since 1993
in contributing to reducing our Na-
tion’s debt. They should get tax relief.
I don’t join those who say there ought
to be no tax relief for affluent Ameri-
cans. They contribute. I suspect were
they here in this Chamber and asked
the question of whether or not to re-
duce the national debt and invest in
the infrastructure of America by tak-
ing a modest tax cut, most affluent
Americans would say: Do it, do it.

The reason the wealthiest 1 percent
of Americans pay more in taxes rel-
ative to other income groups is not
that tax rates have increased, but rath-
er that their before-tax incomes have
increased by nearly 50 percent between
1992 and 1998 as a result of wise deci-
sions we made to reduce debt and to in-
crease opportunity in this country. At
the same time their incomes have risen
dramatically, the overall Federal tax
burden has dropped substantially.

The bipartisan 1997 tax bill cut taxes
on capital gains from investments, a
major source of income for wealthy
Americans. So the top 1 percent have
seen a drop in their average overall tax
rates. The top 400 wealthiest taxpayers,
for instance, have seen a decrease in
the average tax rates from 29 percent
in 1993 to 22 percent in 1998—again, pri-
marily as a result of the cut in the cap-
ital gains tax rates.
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I reject the argument, further, that
the affluent are ready to riot over their
taxes. I think the affluent are respon-
sible citizens. I think they will be the
first to say they live in the most won-
derful nation on the face of this planet.
Many came from poor families and cre-
ated their wealth through hard work
and sweat, ingenuity, and smarts. They
tell you what they hope more for this
country than anything else is to see to
it that others have a similar oppor-
tunity. I don’t think they are about to
riot. They want to see the country well
managed, well run. They want to see
its economic policies reflect the kind
of society that gives people that oppor-
tunity. When schools are falling apart,
with 42 percent of schools being built
more than 30 or 40 years ago, when our
water and wastewater systems are fall-
ing apart, when we have to write a
check each year for $220 billion in in-
terest payments, affluent, responsible
Americans would say, bring down that
national debt and invest in the infra-
structure of America. Yes, they will
give you a tax cut, as well, in addition
to what is being received in the cuts of
the capital gains taxes.

I hope to adopt this amendment.

I mentioned earlier the estate tax. I
don’t disagree we need estate tax relief.
But to eliminate it entirely? What that
costs over 10 years of this bill is $660
billion a year, for 49,000 Americans.
That is who gets saved by this—the
49,000 most affluent Americans. The
difference over 10 years is $660 billion.
Can we not just modify the estate tax,
reduce the size of the tax cut by a very
small amount, and make a huge dif-
ference in the national debt of the
country and the infrastructure needs?

Mr. President, 49,000 Americans, 980
in my State alone—that is it—out of 3.5
million people who will benefit with
the complete repeal of the estate tax.
And we can’t find the resources, we
can’t modify that to make the dif-
ference? In Connecticut, 980 people re-
sulted in estate tax liability out of 3.5
million. I hope my colleagues will con-
sider this amendment as a modest
change in the proposal.

I add my friend and colleague from
Nevada, Senator REID, as a cosponsor
of this amendment.

This is modest change in the amount
of tax rates for the most affluent,
through modifying the estate tax re-
peal and investing those resources in
bringing down that national debt and
investing in the nontransportation in-
frastructure needs of America, is what
this is about. We will not have the
economy grow if the national debt goes
climbing up again and if the infrastruc-
ture is falling apart. That is why I put
these two issues together. In the ab-
sence of both of these, good infrastruc-
ture and reducing debt, both personally
as well as nationally, it is hard to
imagine how this economy will see a
brighter day if we adopt this bill with-
out these provisions added to it.

I withhold the remainder of my time.
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The PRESIDING OFFICER. Without
objection, the Senator is added as a co-
sponsor.

Mr. GRASSLEY. I yield myself such
time as I consume.

Looking at the amendment being in-
troduced, the purpose of it is to make
changes in the bill to reflect changes in
the rate of taxation, and particularly
heavy emphasis upon change in the es-
tate tax provisions, so that savings can
be realized to be used for Federal debt
reduction and improvement to the Na-
tion’s transportation infrastructure.

I know what the Senator’s intent is:
to save money so it can be used for the
Nation’s nontransportation infrastruc-
ture. But there is nothing in his
amendment that directs the money in
that direction. So when it is finally
said and done as far as public policy is
concerned, this amendment is just to
change very dramatically the higher
rate reduction that we have in the bill
and to more or less decimate the estate
tax provisions of our bill.

I have to confess I do not know what
it is to be born rich and live rich. There
seems to be a compulsion on the part of
people in this body, for those who are
born rich, live rich, and die rich, to
want them to contribute more to the
Federal Treasury than other people
who do not fit into that category.
There is an effort to nick those rich
people for more money when they die.

I confess not to understand what it is
to be born rich and live rich. So I do
not come from the perspective that
there is all this money out there that
people are just willing to contribute to
the Federal Treasury when they die. I
do not understand the people who get a
big joy out of taxing those people. But
if they get a big joy out of it, OK. If
they want to establish a category of
people who are forever filthy rich and
go after them, that might be all right.

But most of the people I think about
when I talk about doing away with the
death tax are people who have lived
very moderately throughout their lives
and come to a point, probably because
they are involved in farms and small
businesses and you are just forced to
reinvest so much, put all of your earn-
ings back into the business so you can
grow and just be competitive. That is
particularly true in farming.

If you started farming years ago with
80 acres and you are only farming 80
acres today, you aren’t going to be suc-
cessful unless you have a job in town.
So you have to keep investing in ma-
chinery, be more productive, buy more
land, et cetera. That is the sort of per-
son I think of, one who has lived mod-
erately and maybe dies fairly well off.
The point is, when they live that way,
they want to leave that business, those
resources, to their kids. They do not
want to be hit with a death tax after
they have paid taxes all their lives.

I gave the example once before. And
I am raising the issue of fairness of a
death tax versus those who do not pay
it. You have two people who can make
exactly the same amount of money
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throughout their lifetimes. Both of
them obviously are going to pay in-
come tax when they make it. But this
person over here is going to live very
moderately and miserly and maybe
leave an estate of $56 million. Then
when he dies, his estate, because he
lived in so miserly a manner, is going
to pay a big reward to the Federal
Treasury.

You have the other person over here
living it wup throughout his Ilife,
womanizing, drinking it up—you know,
all the things that are dealt with in the
material world—who does not leave a
penny. This person gets taxed once
when he makes it and spends it tomor-
row. This person gets taxed when he
makes it, saves it, and invests it in a
business and wants to leave it to his
kids, and then he is taxed again when
he dies. What is fair about that?

Those are the people I am worried
about. I am not worried about the
filthy rich who are born rich, live rich,
and die rich. So I have been a long-time
advocate that no American family
should be forced to pay up to 60 percent
of their savings, their business, or their
family farm in taxes when they die. No
taxpayer should be visited by the un-
dertaker and the tax collector at the
same time.

We have now before us an oppor-
tunity to do something about that, to
help those families that are being
crushed under the expensive respon-
sibilities of estate tax planning and es-
tate taxes.

Let me suggest probably the money
that is wasted in this country on estate
tax planning is the biggest waste of the
productive resources in this country
that you can have. They are even worse
than the estate tax, I believe. People
who have worked hard, who are faced
with the estate tax, who want to leave
some money to their kids, just spend
wasteful amounts of money on estate
planning in order to legally avoid pay-
ing estate tax. Wouldn’t it be better if
those estate planners, those insurance
salesmen, those lawyers, were doing
something productive, contributing
something to the economy as opposed
to this nonproductive effort of estate
planning?

When we do away with the estate tax,
these folks will be able to do something
productive.

There are those in the Senate who
want you to believe we are spending
$145 billion for the benefit of just 45,000
people; that it is just 45,000 people pay-
ing estate tax. I want to tell the Sen-
ator from Connecticut I do not believe
that is true. There may have been
45,000 estate tax returns that had
checks attached. But that is no way to
measure the impact on the American
taxpayer.

In preparation for the RELIEF Act I
had the opportunity to review 1999 In-
ternal Revenue statistics regarding es-
tate tax returns. Those statistics,
frankly, were outrageous. In the Fed-
eral Government’s attempt to enforce
its version of social responsibility by



S5212

this huge tax rate of 55 to 60 percent on
the estate tax, taken from the family’s
net wealth on the death of a loved one,
it has cast a net. There is a net cast by
that one involuntary action of death
into thousands of homes in its attempt
to capture a few so-called rich families.

In 1999, there were only 577 people
who died in the United States with
gross estates greater than $20 million
in value. But 104,000 families were af-
fected by the estate tax requirements.

Let’s get this straight: 577 people
died with estates over $20 million, but
104,000 families were affected by these
estate tax requirements. In search of
this supposed social justice, to take 55
percent of a family’s lifetime efforts to
contribute to the Treasury’s general
fund, we have upset lives in over 100,000
families. Is that truly a ratio with
which we are willing to live? Is that
fair? I cannot imagine supporting this
amendment. Thousands of American
taxpayers who deserve immediate es-
tate tax reform are being cast aside by
this amendment.

On the backs of the American tax-
payers, the Senator from Connecticut
has proposed funding nontransporta-
tion infrastructure. That is an inter-
esting thought—nontransportation in-
frastructure. In order to achieve that
goal, he is willing to wait until the
year 2010 to increase the unified credit
to just $2 million.

That is 30 years from the last time it
was increased, 1981. That $2 million, 30
years later, would not even be worth
what the unified credit was in 1981.
That means for the first time, Amer-
ican taxpayers who are good Ameri-
cans, who saved and invested in savings
accounts and stocks and bonds, will be
treated equally with all other tax-
payers.

It means that for the first time
American farm families and the owners
of small businesses will not have to
jump through hoops, hold their breath,
and pray that they planned their estate
just right, subject to audit, in order to
get the full use of their unified credit.

In addition, Senator DODD gives no
estate tax rate relief. The bipartisan
RELIEF Act before us does. We imme-
diately drop the top rate to 50 percent.
In the year 2007, we reduce the top rate
to 45 percent.

After all is said and done, people are
going to be hit with the death tax at a
higher rate of taxation than when they
were living, which the top rate today is
39.8 percent.

So for the first time in history, an
American family can exempt $8 million
from the death tax—that is in the bill
before us—by the year 2007.

In this bipartisan RELIEF Act, we
have chosen to treat all American tax-
payers equally, and give a unified cred-
it that everyone can use, unlike the
proposed amendment by the Senator
from Connecticut. In addition to steal-
ing the American taxpayers’ increase
in the unified credit, offered in this
amendment is a paltry increase in the
complex qualified family-owned busi-
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ness deduction. That would be in-
creased by a mere $75,000. And that
would not happen until the year 2006.

I think all this flies in the face of the
American taxpayer. This is an over-
whelmingly complex additional deduc-
tion of $75 which, quite frankly, turns
out to be meaningless—in fact, so
meaningless that I am ashamed I had a
hand in writing this about 2 or 3 years
ago when it was written. I would have
to suggest to the Senator from Con-
necticut that if he would read again, as
I have been forced to read, the Internal
Revenue Code on these provisions, he
would find that when you get through
these complex provisions, if typed in
its entirety, it is over 20 pages long,
and it is full of requirements, restric-
tions, cross-references that boggle the
minds of accountants and the legal pro-
fession and the American taxpayers.

I think we need to be honest with the
American public and give them a true
death tax break that everyone can use.
This amendment will detract from that
tremendously. I think our bill does a
pretty good job of it, not as good of a
job as I would like but within the con-
text of a bipartisan compromise and
within the context of the budget re-
strictions we are operating under, this
is the best we can do.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. I yield myself about 5
minutes.

The PRESIDING OFFICER. The Sen-
ator is recognized.

Mr. BAUCUS. Mr. President, I would
like to address two arguments that
have been made against the distribu-
tional benefits of this bill.

First, opponents of the bill have
made the argument that it does little
to alleviate the payroll tax burden,
which is the largest tax burden for
many middle- and low-income Ameri-
cans. It is true that about 80 percent of
Americans pay more in payroll taxes
than they do in income taxes. It is also
true that for about 20 percent of Amer-
icans their sole Federal tax liability
burden is the payroll tax; it is not in-
come tax.

The argument that is made is that
this bill does nothing for those people
whose principal Federal tax is the pay-
roll tax. That argument is simply in-
correct. In fact, the bill before us
makes three important changes that
directly offset the impact of payroll
taxes so there are three measures in
this bill which reduce payroll taxes for
a significant number of Americans.

First, we amend the child credit to
make it significantly more refundable;
that is, after you have used up your
child credit against your income taxes,
if there is still more child credit avail-
able, we say: Americans, if you are in
that situation, you get a check from
Uncle Sam.

We also reduce the marriage penalty
under the earned-income credit. It is a
very important provision which makes
the so-called marriage penalty much
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less of a burden for low-income fami-
lies. The Earned Income Tax Credit al-
lows people with insufficient income
tax liability to still get the benefit of a
tax cut by allowing a credit against
their payroll taxes.

Third, we simplify the earned-income
tax credit. That is no small matter.
Some people might argue that sim-
plification does not have much effect.
But I strongly disagree. This bill con-
tains major simplifications to defini-
tions and other provisions which will
be a very significant aid to lower in-
come people, allowing them to better
utilize the earned-income tax credit.
This means they will have more abil-
ity, again, to offset against payroll
taxes.

Put all these together and the bill be-
fore us includes about $109 billion in
outlays over the 10-year period of this
bill. In other words, about $109 billion
is directed exclusively for offsetting
payroll taxes.

The second argument against this
bill’s distributional effects is also in-
correct. This argument is that the tax
cuts in the bill are regressive because
they give a relatively larger cut to
those at the very highest income lev-
els. Specifically, it is argued that the
bill gives the top 1 percent highest in-
come taxpayers a whopping 33.5 per-
cent of the tax cuts.

Let’s look more closely at that argu-
ment and deal with all the cards on the
table. The above conclusion can only
be reached if you include the distribu-
tional effects of the estate tax provi-
sions.

But there are two problems with that
analysis. First, there is an ongoing dis-
pute on how to distribute the impact of
the estate taxes across income classes.
This is because the estate tax is based
on the size of the estate of the decedent
there is no way to calculate the wealth
of those who inherit the assets. In fact,
the Joint Tax Committee does not do
estate tax distributional tables for that
exact reason.

There are organizations in this city
and in this country that do make those
calculations. I have no objection to
their trying, but we must remember
that these calculations are based on as-
sumptions that are hard to pin down.
They are doing as good a job as they
can, but they are trying to calculate
something that our official score-
keepers refuse to estimate. But even
assuming that the downtown organiza-
tions that make that analysis are cor-
rect, let’s think a little more about it.

Virtually all Senators in this body
support either ‘‘reform” or repeal of
the Federal estate tax. I believe it is
almost impossible to support reform or
repeal of the estate tax and then at-
tack the distribution of tax benefits in
the bill as regressive.

Why do I say that? Because if you set
aside the estate tax provisions—just
take them off the table and deal with
everything else in this bill—if you look
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only at the income and payroll tax ef-
fects, this bill is quite progressive com-
pared with current law—not regressive,
but progressive.

Let’s take a look at the numbers. If
we set aside the estate tax provisions
what do we find? Let’s look at the top
1 percent of taxpayers; that is, those
with an annual income of $373,000 or
more.

This covers the top 1 percent of tax-
payers in America. Under current law,
those Americans pay 26 percent of all
Federal taxes. That doesn’t just cover
income taxes, it includes all Federal
taxes, including payroll taxes, excise
taxes, and even estate taxes. But if you
set aside the estate tax provisions in
this bill, these taxpayers do not get
33.56 percent of the tax cuts, as alleged.
Instead, they get 19 percent, only 19
percent of the benefits, even though
they pay 26 percent of all Federal
taxes. People with lower incomes get
much more under this bill than they do
compared to current law.

Let’s take another look. According
to the Joint Tax Committee, taxpayers
with an income of $200,000 or more,
that is the top 4 or 5 percent of all tax-
payers today, pay about 32 percent of
all Federal taxes. Under our bill, these
taxpayers get about 22.5 percent of the
tax cuts, again, a smaller share of tax
cuts than the share of taxes they pay
under current law.

What is the point of all this? Basi-
cally I am saying that if you look at
the whole bill, then this bill is very
progressive with the exception of the
estate tax provisions. That is, higher
income people get a smaller proportion
of the tax benefits when compared with
current law and everybody below
roughly $100,000 will get a greater pro-
portion of tax benefits when compared
with current law.

As for the estate tax provisions, un-
fortunately, a number of my colleagues
have been trying to have it both ways.
They claim the bill is regressive, when
its most regressive features are the es-
tate tax provisions, but at the same
time they push to have the unified
credit go up to higher and higher num-
bers.

I have heard Senators on the floor
who roundly criticized this bill pri-
vately say: Gee, MAX, can we raise the
unified credit up to $6, $7, even $10 mil-
lion?

I don’t think you can have it both
ways.

Mr. DORGAN. Will the Senator from
Montana yield for a question?

Mr. BAUCUS. Certainly.

Mr. DORGAN. Does the Senator from
Montana support complete repeal of
the estate tax?

Mr. BAUCUS. No, he does not.

Mr. DORGAN. The only point I make
is, talking about this bill as progres-
sive, by saying if you don’t consider
the estate tax, it is a progressive bill.

Mr. BAUCUS. If I may respond, by far
most of the cost of the estate tax pro-
visions in the bill, in the current 10
years which the bill covers, results
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from raising the unified credit. Only a
very small portion results from repeal
of the estate tax. It is also important
to recall this whole bill is sunsetted
after 10 years. And so the claims of
$600, $900 billion in the second 10 years
are interesting, if you project current
law out that far, but not particularly
relevant since the bill terminates at
the end of 2011 and all of its provisions
will need to be reinstated.

Mr. DORGAN. If I might further in-
quire, I admit certain changes have oc-
curred that have made this bill better
for lower and middle-income groups
more recently. But my guess is the
Senator from Montana is not saying re-
peal of the estate tax is not in this bill,
even though he says it is sunsetted.
This bill repeals the estate tax in the
last year; is that correct?

Mr. BAUCUS. The Senator is abso-
lutely correct. Personally, I do not sup-
port full repeal of the estate tax. I sup-
port reforming the tax so it protects
our family farms, ranches and other
businesses. I understand the Senator is
going to offer an amendment Ilater
today that will eliminate full repeal,
while addressing the concerns of family
businesses. I intend to support that
amendment.

Mr. DORGAN. Further inquiring, I do
intend to offer an amendment fol-
lowing the amendment offered by Sen-
ator KYL today. I might say that, while
I support reform and have long sup-
ported reform of the estate tax, I do
not support total repeal of the estate
tax for reasons which I will describe
later.

Mr. BAUCUS. Mr. President, because
my time is limited I would like to get
back to the point I was making origi-
nally about the distribution of this
bill.

As this chart behind me shows, for
taxpayers with incomes of $25,000 or
less, $50,000 or less, $75,000 or less, or
$100,000 or less, this bill, which is the
red, shows that a greater proportion of
tax reductions apply to those tax-
payers. For those taxpayers with in-
comes of $100,000 to $200,000 or tax-
payers with incomes above $200,000,
again, the red shows they receive less
in tax benefits compared with the ad-
ministration’s plan—again showing
that this bill is progressive. That is,
compared with current law and com-
pared with the Bush plan, this bill does
give more tax reductions percentage-
wise to people with incomes under
$100,000, and those at $100,000 or more
will get less in tax reductions than the
Bush plan or current law. It does show
that this is a progressive bill.

I yield the floor.

Mr. DODD. Mr. President, may I in-
quire how much time remains?

The PRESIDING OFFICER. The Sen-
ator from Connecticut has 3 minutes 25
seconds remaining; the managers, 1
minute 41 seconds.

Mr. DODD. In the 3 minutes, I want
to make a couple of corrections to
some of the statements made about the
estate tax.

S5213

First, I will tell the Senate exactly
how many people paid the estate tax li-
ability: 49,870 people had, in 1999, Fed-
eral estate tax liability. That is 2 per-
cent of the adult deaths in the country.
When it comes to family farms, the
New York Times recently reported that
an Iowa State University economist
had not been able to find a single docu-
mented example, not a single docu-
mented example of a family farm lost
to the estate tax. Nor could the Amer-
ican Farm Bureau Federation find one
example, not one. So when I hear these
nostalgic, mythical arguments about
the family farm losing out to the es-
tate tax, that is what it is. It is my-
thology, unless you are the King Ranch
in Texas maybe.

The idea that small family farms lose
is just not borne out by the statistics
or facts. The fact is, there is a signifi-
cant revenue loss. My colleagues may
not want to talk about it, but this bill
also backloads the estate tax. It
doesn’t become fully effective until
2011. This hides the true cost of estate
tax repeal.

If you want to vote for $662 billion in
tax breaks for 49,000 people, then vote
against the amendment. But then you
explain that the next time we try to fix
the water system or a sewer system or
repair a school or reduce the national
debt. The family farmer suffered?
Name one. The Farm Bureau couldn’t
name one. The New York Times
couldn’t find one. Iowa State Univer-
sity couldn’t find one.

This is a joke that is going on here.
It is ridiculous. Listen to some of the
most affluent Americans. Listen to
George Soros, who talked about the es-
tate tax and how ridiculous this is. Lis-
ten to Warren Buffett, Bill Gates, John
Kluge, they will tell you this is a
myth, that it is ridiculous talking
about death taxes, $662 billion over 10
years. That is real money. That is
money that could make a difference in
paying down the debt, in investing in
the infrastructure of America.

By taking the top rate down, instead
of to 36 percent but to 38 percent, is
that really an outrageous request to
make for a modest investment in a
downpayment on reducing the national
debt and investing in the nontrans-
portation infrastructure of America? I
don’t think so, Bill Gates doesn’t think
s0, George Soros doesn’t think so, War-
ren Buffett doesn’t think so, John
Kluge doesn’t think so.

I hope the amendment will be adopt-
ed. Maybe we will have a little more
balance in this bill. But repealing the
estate tax to affect a fraction of the
population in this country, some of the
most affluent people in the land—to
their credit, some of the most affluent
people think this is wrong.

Mr. President, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

At the moment, there is not a suffi-
cient second.

The Senator from Arizona.
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Mr. KYL. Might I, on behalf of the
Republican majority, pose a question
to the Chair?

The PRESIDING OFFICER. The Sen-
ator will state it.

Mr. KYL. Mr. President, how much
time does the chairman of the com-
mittee, the Senator from Iowa, have
remaining on the Republican side?

The PRESIDING OFFICER. A minute
and a half.

Mr. KYL. Might I be recognized to
take that time in response to the Sen-
ator from Connecticut?

The PRESIDING OFFICER. The Sen-
ator from Arizona is recognized.

Mr. KYL. Then I will be happy to
have a rollcall at that point.

This is a very deceptive amendment.
There is absolutely nothing in this
amendment that calls for any money
to be spent on paying down the na-
tional debt or applying any money to
the infrastructure of the United States.
Only in the title does the amendment
say that the purpose is to allow money
to be spent for this. It says ‘“‘may be
used’” for Federal debt reduction and
improvements to the Nation’s infra-
structure. What it does is repeal al-
most all of the benefits in this bill re-
lating to the repeal and reform of the
estate tax and takes away all but 1 per-
cent of the top marginal rate reduction
called for in the bill.

When the Senator from Connecticut
claims that the repeal of the estate tax
in this bill is going to cost $662 billion,
he is absolutely, totally wrong. Accord-
ing to Joint Tax, the cost of the estate
tax repeal and reform measures in this
bill is $145 billion, period, not $662 bil-
lion. Moreover, it is a fallacy to say
that few will benefit. While it is true
that relatively few estates pay the tax,
hundreds of thousands of people will
benefit by the reforms in the estate tax
that are included in this legislation:
The rate reductions; the increase in the
amount of unified credit; and, in the
10th year, the repeal of the tax.

Mr. DODD. Will my colleague yield?

The PRESIDING OFFICER. All time
on the amendment has expired.

Mr. DODD. I ask unanimous consent
for 30 seconds.

The PRESIDING OFFICER. Is there
objection?

Mr. KYL. Mr. President, I will be
happy to take 30 seconds when he is
done, and I will not object.

Mr. DODD. Mr. President, the Joint
Committee on Taxation estimated that
the House version, H.R. 8, would cost
$186 billion between 2002 and 2011, less
than one-third of the 10-year cost they
estimated for immediate repeal, $662
billion—the Joint Committee on Tax-
ation.

Mr. KYL. That is right. The imme-
diate repeal—that was my original
bill—would cost $662 billion. But we are
not immediately repealing. The Sen-
ator should consult the bill. The estate
tax is not eliminated until the 10th and
final year. That elimination is $30 bil-
lion of the $145 billion of the total cost
of reforming and finally repealing the
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estate tax. It is not repealed in the
first year, not until the 10th year.

The PRESIDING OFFICER. All time
has expired.

Mr. DODD. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from Arizona.

AMENDMENT NO. 691

Mr. KYL. Mr. President, I send
amendment No. 691 to the desk. It is
the tuition scholarship tax credit.

The PRESIDING OFFICER.
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Arizona [Mr. KYL] pro-
poses an amendment numbered 691.

Mr. KYL. Mr. President, I ask unani-
mous consent that further reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To amend the Internal Revenue

Code of 1986 to allow a credit against in-

come tax for contributions to charitable

organizations which provide scholarships
for children to attend elementary and sec-
ondary schools)

At the end of subtitle D of title IV, add the
following:
SEC.

The

CREDIT FOR CONTRIBUTIONS TO
CHARITABLE ORGANIZATIONS
WHICH PROVIDE SCHOLARSHIPS
FOR STUDENTS ATTENDING ELE-
MENTARY AND SECONDARY
SCHOOLS.

(a) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 is amended by add-
ing at the end the following new section:
“SEC. 30B. CREDIT FOR CONTRIBUTIONS TO

CHARITABLE ORGANIZATIONS
WHICH PROVIDE SCHOLARSHIPS
FOR STUDENTS ATTENDING ELE-
MENTARY AND SECONDARY
SCHOOLS.

‘‘(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 qualified charitable
contributions of the taxpayer for the taxable
year.

‘“(b) MAXIMUM CREDIT.—The credit allowed
by subsection (a) for any taxable year shall
not exceed $250 ($500, in the case of a joint re-
turn).

“(c) QUALIFIED CHARITABLE CONTRIBU-
TION.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified char-
itable contribution’ means, with respect to
any taxable year, the amount allowable as a
deduction under section 170 (determined
without regard to subsection (d)(1)) for cash
contributions to a school tuition organiza-
tion.

¢‘(2) SCHOOL TUITION ORGANIZATION.—

‘“(A) IN GENERAL.—The term ‘school tuition
organization’ means any organization de-
scribed in section 170(c)(2) if the annual dis-
bursements of the organization for elemen-
tary and secondary school scholarships are
normally not less than 90 percent of the sum
of such organization’s annual gross income
and contributions and gifts.

“(B) ELEMENTARY AND SECONDARY SCHOOL
SCHOLARSHIP.—The term ‘elementary and
secondary school scholarship’ means any
scholarship excludable from gross income
under section 117 for expenses related to edu-
cation at or below the 12th grade.
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‘(d) SPECIAL RULES.—

/(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion shall be allowed under this chapter for
any contribution for which credit is allowed
under this section.

/(2) APPLICATION WITH OTHER CREDITS.—The
credit allowable under subsection (a) for any
taxable year shall not exceed the excess (if
any) of—

“‘(A) the regular tax for the taxable year,
reduced by the sum of the credits allowable
under subpart A and the preceding sections
of this subpart, over

‘“(B) the tentative minimum tax for the
taxable year.

‘(3) CONTROLLED GROUPS.—AIl persons who
are treated as one employer under subsection
(a) or (b) of section 52 shall be treated as 1
taxpayer for purposes of this section.

‘“(e) ELECTION To HAVE CREDIT NOT
APPLY.—A taxpayer may elect to have this
section not apply for any taxable year.”’.

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

“Sec. 30B. Credit for contributions to chari-
table organizations which pro-
vide scholarships for students
attending elementary and sec-
ondary schools.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2000.

Mr. KYL. Mr. President, I am offer-
ing this amendment because I believe
our Tax Code must and can be reformed
to address the urgent need to improve
elementary and secondary education in
our country.

This tax bill takes a very important
first step by allowing the Coverdell
education IRAs to be used not only to
facilitate savings for college education
but for grades K through 12 as well.

Many of us since 1997 have worked
very hard to secure this reform. I am
gratified that it will finally be accom-
plished. For that, by the way, special
credit is due to my late colleague, Sen-
ator Paul Coverdell, as well as Sen-
ators TORRICELLI and HUTCHINSON of
Arkansas, whom I am pleased to have
as cosponsors of this amendment.

While the administration of our
schools is and should remain a local re-
sponsibility, we have a compelling na-
tional interest in improving the qual-
ity of K through 12 education. There
are ways to do it without adding to the
bureaucracy in Washington and with-
out adding new mandates. It is a fact
that America is currently not edu-
cating the workforce it needs for the
economy of the 21st century. Raising
overall achievement will enhance
America’s competitiveness.

Congress has been compelled to au-
thorize the issuance of hundreds of
thousands of new visas for highly
skilled temporary workers because it is
a fact that not enough qualified Amer-
ican workers were available to fill new
economy jobs. Unless we take action,
this situation is unlikely to change. It
is a fact that international tests reveal
that American high school seniors
rank 19th out of 21 industrialized na-
tions in mathematics achievement and
16th out of 21 nations in science
achievement.
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Ironically, this threat to our com-
petitiveness is the result of our failure
to apply the very principles under-
girding our economy’s success in the
area of education. Our Nation has
thrived because our leading industries
and institutions have been challenged
by constant pressure to improve and to
innovate. The source of that pressure is
vigorous competition among producers
of a service or a good for the allegiance
of their potential customers or con-
sumers. So why not promote innova-
tion by producers and choice for con-
sumers in the field of education?

The quasi-monopoly of public edu-
cation today discourages this innova-
tion, and the fact that funding is
through tax dollars diminishes the
choice option for all but the most
wealthy. They have to go to schools
where they are told. They can’t direct
their tax dollars to the school where
they want to send their children.

We must find a way to promote inno-
vation and opportunity through great-
er choice for parents. Those are the
concepts that have built this country
through our great free market eco-
nomic system, and it is the same con-
cept that can improve our educational
system for the competition that I
spoke of earlier.

Another problem with our education
system is that too many of our chil-
dren are literally being left behind.
Thirty-seven percent of American
fourth graders’ tests show that they
are essentially unable to read. For His-
panic fourth graders, the proportion is
58 percent, and for African-American
fourth graders, it is 63 percent. That is
intolerable.

Since 1983, over 10 million Americans
have reached the 12th grade without
having to learn how to read at a basic
level. Over 20 million have reached
their senior year unable to do basic
mathematics.

As President Bush has repeatedly
noted, far too many of America’s most
disadvantaged youngsters pass through
public schools without receiving an
adequate education. It is intolerable
that millions of children are trapped in
unsafe and failing schools.

Parents should have a right in the
United States of America to get the
best education possible for their chil-
dren as they see it, and the amendment
I offer today will help secure that
right.

My amendment would provide a $250
tax credit, $500 for joint filers, to par-
tially offset the cost of donations to
tuition scholarship organizations.
What are those? They are organiza-
tions that in the past have been pri-
marily founded by business leaders
that provide partial tuition scholar-
ships to enable needy youngsters to at-
tend a school of their family’s choos-
ing.

The idea first came to light about a
decade ago when the first one was
founded in Indianapolis. Now there are
more than 80 such programs serving
more than 50,000 students nationwide.
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For families who benefit, these pro-
grams are a godsend. A study that was
just released by the Kennedy School of
Government found that 68 percent of
parents awarded scholarships are very
satisfied with academics at their
child’s school compared with only 23
percent of parents not awarded scholar-
ships.

The problem is that demand for
scholarships far outstrips supply, even
though families must agree to con-
tribute a significant portion of the
total cost of tuition. The interesting
thing is, that is especially the case at
the lower end of the economic ladder.

For example, in 1997, 1,000 partial tui-
tion scholarships were offered to fami-
lies in the District of Columbia. Nearly
8,000 applications were received, many
of them from very low income families.

Another example: In 1999, 1.5 million
people applied for 40,000 scholarships in
a national lottery. Clearly, there is a
huge unmet demand for this kind of as-
sistance.

In 1997, Arizona implemented an in-
novative plan to meet that demand in
our State: A $500 tax credit to offset
donations to organizations that pro-
vide tuition scholarships to elementary
and secondary students. The results:
Upwards of $40 million in donations to
tuition scholarship organizations.

The number of school tuition organi-
zations operating in my State of Ari-
zona is up from 2 to 33, and the organi-
zations have a very wide range of em-
phasis and orientations. For example,
they range from the Jewish Commu-
nity Day School Scholarship Fund to
the Fund for Native Scholarship En-
richment and Resources to the Founda-
tion for Montessori Scholarships.

Nearly 15,000 Arizona students, near-
ly all of them from disadvantaged
backgrounds, have received this schol-
arship assistance.

The interesting thing is while some
have charged that the law was uncon-
stitutional, particularly given the ex-
plicit prohibition on direct aid to paro-
chial schools in Arizona’s constitution,
our State supreme court recognized
that allowing taxpayers to use their
own money to support education is a
different matter and upheld the pro-
gram. And consistent with previous
holdings on the subject, the U.S. Su-
preme Court declined to review the de-
cision.

We have the answer to those who fear
that Federal dollars going to vouchers
which students would then take to the
school of their choice could possibly be
unconstitutional, though I do not
think that is the case. But we have an
answer to that concern.

Here you do not have Federal dollars
being given to students in the form of
vouchers which are then taken to the
school of their choice. Instead, what we
provide is that if people want to con-
tribute money to a duly qualifying
scholarship fund, that scholarship fund
can then give that scholarship to needy
students and those students can take
that scholarship to whatever school in
which they want to be educated.
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The people who originally donate to
the scholarship fund will be granted a
tax credit by the U.S. Government.
That is constitutional. It does not vio-
late any notion of separation of church
and state, and yet it permits people to
help those who need the help the most
to have the flexibility that only the
most wealthy in our society have
today: the ability to take their kids to
the school of their choice.

It is a much better way to resolve
this problem of choice and innovation
than, frankly, anybody has come up
with to date because it meets the con-
stitutional challenges; it involves the
private sector; it involves personal do-
nations; it does not have the Federal
Government having to fund a large
voucher program. Yet it gets the bene-
fits to the students who need it the
most, who are willing to contribute
part of their own income to match that
scholarship and pay the tuition at the
school of their choice, be it a public
school, a public charter school, a pri-
vate school, a parochial school—it does
not matter.

In many cases, this money could even
be used to pay the public school when
one is able to transfer from one public
school to another. It is neutral in this
regard, as to whether it is used at pub-
lic or nonpublic schools, and, as I said,
it could even be used to offset tuition
costs both at private schools and to
help enroll a child in a school across a
district boundary. This, in effect, cre-
ates a Federal credit comparable to
those upheld in Arizona and to recently
enacted provisions in other States,
such as Pennsylvania and Florida, of
which I am aware.

It is interesting; the Joint Com-
mittee on Taxation has estimated this
credit could cost the Federal Treasury
$43.4 billion over a 10-year period.
Think what a magnitude of difference
that money would make in the lives of
our children: $43 billion would finance
12.4 million $3,500 scholarships. Think
of the opportunity provided to those
12.4 million students with a $3,500
scholarship to take them out of the
condition of education they are in now,
out of the failing school, out of the un-
safe school, and to a school where they
can achieve, where they can learn,
where they can be competitive, where
they can learn their full potential.

I close with this point. I have said
many times that if we can get edu-
cation right, almost everything else in
this country will follow. Probably all
of my 99 colleagues would agree with
that general proposition. If we can get
education in this country right, every-
thing else follows. By ‘“‘we,” I do not
just mean the Federal Government. In
fact, I mean primarily the parents and
local school folks.

First, it will help people realize their
full potential.

Second, it will make them more
qualified to compete for the kinds of
jobs that are going to exist in the fu-
ture.
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Third, it will help our Nation com-
pete. We are going to need to compete
in a world environment.

Fourth, it is going to make us more
secure because we are going to have
the kind of young students who can in-
vent the things that are going to help
us keep our technological edge when it
comes to national security.

Fifth, it is going to make us better
citizens.

I have been somewhat appalled at
what some of our schools do not teach
about the history of this great country
of ours, about the foundation for the
self-governance we have, about the
need for people, especially young peo-
ple, to participate in our democratic
Republic. I fear that generations of
Americans are growing up not being
taught the fundamentals of our soci-
ety, our Government, and our free-mar-
ket system that we were taught, and I
think fairly well. People such as the
Presiding Officer have helped to create
wealth to create jobs, to help turn this
country into the great economic engine
it is. People in public life have also
helped Americans realize the stake
they have in self-governing.

If we go a couple generations without
teaching our children accurately and
adequately in subjects from math and
reading to history to government to ec-
onomics and all the other subjects that
students in this complex world have to
master, then we are not going to
progress as a nation and be the leading
superpower and the leader of the world
we are today, not just in economic
terms but in terms of human rights,
democratic principles, and other soci-
etal values, as well as the techno-
logical values I spoke of earlier.

If we get education right, we can
flourish in all of these areas, and if we
stay 19 out of 21 on these tests, then
Americans are not going to be as well
educated and we will be overtaken by
other nations.

Is it all bad we would be ‘‘over-
taken’’? Not necessarily, if other na-
tions are putting their productive ca-
pabilities into the same things the
United States has, but we have never
won a war without turning over to the
vanquished the territory we took.

We have led the world in foreign aid
and assistance. We have led the world
in our insistence on human rights. In
other words, America stands for what
is good on this Earth, and for us to con-
tinue to be the leader of the world to
promote these values requires an edu-
cated citizenry, a citizenry that will be
educated and committed to these
ideals, to these propositions.

We cannot sustain that kind of edu-
cation with the system we have today.
The scholarship tuition credits I am
proposing with this amendment will
enable parents to allow their children
to be educated in the very best schools
for those students and to enable them
to escape the kind of system we have
today to one where each child can grow
to their full potential. We must de-
mand nothing less of our system.
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The final point is, if children are able
to take scholarship tuition money to
the school of their choice, the school
from which they left will have a much
greater incentive to improve than is
the case today. We are talking about
improvement of all schools, not just a
few.

This is an idea whose time has come,
an idea we can support through a tax
credit, through this bill before the Sen-
ate today. I hope even though there
may not be adequate support for this
when we vote on it tonight because of
the opening of the debate on the sub-
ject, we will be able to promote this
idea in ways that will enable it to bear
fruit in the days and weeks to come.
This is an amendment Congress needs
to pass. It is a tax credit the Federal
Government needs to provide for an
educational benefit that the children of
the country need to have.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr.
yield myself 1 minute.

I appreciate the Senator’s amend-
ment. He seeks to help encourage char-
itable giving for scholarships, a very
worthy cause. Obviously, it is an idea
that deserves to be debated and to be
looked at carefully. Unfortunately, it
falls outside the scope of the RELIEF
act. I hope the Senator and I can work
to have the Finance Committee con-
sider a charitable bill down the road.

Before I close, I thank the Senator
for his good work on the Senate Fi-
nance Committee. He is a new member
of the committee. The committee has
greatly benefited from his energy and
ideas. The people of Arizona are fortu-
nate to have his service on the Finance
Committee.

I yield the floor.

Mr. BAUCUS. Mr. President, I yield
to my good friend from New Mexico.

Mr. BINGAMAN. I speak in opposi-
tion to the amendment very briefly.
The amendment of the Senator from
Arizona is essentially a somewhat indi-
rect way to provide Federal funding for
private schools and parochial schools.
That is exactly what is involved. It is
a tax credit of $250 or up to $500 per
couple which is available to any tax-
payer who wants to contribute to one
of these organizations that provide
scholarships to people who go to
schools and charge tuition. The schools
that charge tuition are the private
schools in this country, the parochial
schools. Many of them do an excellent
job. Clearly, they contribute a tremen-
dous amount to our country.

We do not have the votes in the Sen-
ate, and I do not support direct appro-
priations to private and parochial
schools. That has not been the tradi-
tion in our country. It is generally con-
sidered contrary to our Constitution.
The Government has stayed out of the
business of funding the private elemen-
tary and secondary schools. What we
are saying is we will not appropriate
money directly to those schools, but
we will give each taxpayer a $250 credit

President, I
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if they will give that $250 to the private
school. That, to me, seems to be a pret-
ty direct way of providing Federal sup-
port for private and parochial schools.

Private and parochial schools do a
tremendous job in educating young
people. I support the continuation and
the success of our private and paro-
chial schools in the country. We have
many in my home State that do an ex-
cellent job. But we have a limited
amount of Federal tax dollars that we
can commit to education. We have had
many votes in the Senate and we will
have more tonight that try to ensure
that adequate money is available for
public education in the country. I
think while all Members generally
agree we are not providing enough
funds for public education, it would be
foolhardy, at the same time we cannot
afford to provide what we want for pub-
lic education, to turn around and say,
OK, we will not appropriate it directly
to private education, but we will give
this tax credit to anyone who wants to
contribute.

It is a dollar-for-dollar tax credit, not
something where the Federal Govern-
ment pays part of what someone con-
tributes to the private school. This is a
tax credit where the Federal Govern-
ment pays every single dollar that a
person or couple contributes to the pri-
vate school, up to $500 in the case of a
couple. It is a very expensive proposal;
$43 billion is the estimate from the
Joint Tax Committee. That is an ex-
pensive commitment of funds. Frankly,
it is one I would be willing to make if
the money was going to the public
school system to strengthen our public
schools. I think that would be a good
investment of our dollars. I do not
think it is smart when we are unable to
make that commitment of an addi-
tional $43 billion to the public schools
to be turning around and saying we
will go ahead and commit that amount
of Federal expenditure for the private
schools in this indirect way.

I hope my colleagues will see this is
not good policy. This is not the way in
which to proceed. This is something
which has some meritorious motives
behind it, but clearly we should be
doing all we can to strengthen our pub-
lic school system. This is a way of es-
sentially taking resources that might
otherwise be available for the public
schools and diverting them into the
private schools which I think would be
a mistake at this time in our history.

Mr. GRASSLEY. For Senator KYL,
Mr. President, we will yield back his
remaining time.

Mr. BAUCUS. The same is true for
our side. We yield back the remainder
of our time.

The PRESIDING OFFICER (Mr.
CORZINE). All time is now yielded back.
AMENDMENT NO. 713

Mr. DORGAN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:
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The Senator from North Dakota [Mr. DOR-
GAN], proposes an amendment numbered 713.

Mr. DORGAN. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: Replacing the estate tax repeal

with a phased-in increase in the exemption

amount to $4,000,000, an unlimited qualified
family-owned business exclusion beginning
in 2003, and a reduction in the top rate to

45 percent)

On page 63, beginning with line 4, strike all
through page 70, line 20, and insert:

Subtitle A—Reductions of Estate and Gift Tax

Rates
SEC. 501. REDUCTIONS OF ESTATE AND GIFT TAX
RATES.

(a) MAXIMUM RATE OF TAX REDUCED.—

(1) REDUCTION TO 53%.—The table contained
in section 2001(c)(1) is amended by striking
the highest bracket and inserting the fol-
lowing:

“Over $2,500,000 ............... $1,025,800, plus 53% of the
excess over $2,500,000.”.
(2) REDUCTION TO 47%.—The table contained

in section 2001(c)(1), as amended by para-

graph (1), is amended by striking the two
highest brackets and inserting the following:

“Over $2,000,000 ............... $780,800, plus 47% of the

excess over $2,000,000.”.

(3) REDUCTION TO 45%.—The table contained
in section 2001(c)(1), as amended by para-
graphs (1) and (2), is amended by striking the
two highest brackets and inserting the fol-
lowing:

“Over $1,500,000 ............... $555,800, plus 45% of the
excess over $1,500,000.”.
(b) REPEAL OF PHASEOUT OF GRADUATED

RATES.—Subsection (c) of section 2001 is

amended by striking paragraph (2).

(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to estates of dece-
dents dying, and gifts made, after December
31, 2001.

(2) SUBSECTION (a)@2).—The amendment
made by subsection (a)(2) shall apply to es-
tates of decedents dying, and gifts made,
after December 31, 2005.

(3) SUBSECTION (a)@3).—The amendments
made by subsection (a)(3) shall apply to es-
tates of decedents dying, and gifts made,
after December 31, 2009.

Subtitle B—Increase in Exemption Amounts
SEC. 511. INCREASE IN EXEMPTION EQUIVALENT

OF UNIFIED CREDIT AND LIFETIME
GIFTS EXEMPTION.

(a) IN GENERAL.—Subsection (c) of section
2010 (relating to applicable credit amount) is
amended by striking the table and inserting
the following new table:

“In the case of estates The applicable
of decedents dying exclusion amount
during: is:

2002 through 2006 ....... $1,000,000
2007 and 2008 . $1,250,000
2009 and 2010 $1,500,000
2011 and thereafter ... $4,000,000.".

(b) LIFETIME GIFT EXEMPTION INCREASED TO
$1,000,000.—Paragraph (1) of section 2505(a)
(relating to unified credit against gift tax) is
amended by inserting ‘‘(determined as if the
applicable exclusion amount were $1,000,000)"’
after ‘‘calendar year’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying, and gifts made, after De-
cember 31, 2001.

SEC. 512. UNLIMITED QUALIFIED FAMILY-OWNED
BUSINESS INTEREST DEDUCTION.

(a) IN GENERAL.—Section 2057(a) (relating
to family-owned business interests) is
amended to read as follows:
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‘‘(a) GENERAL RULE.—For purposes of the
tax imposed by section 2001, in the case of an
estate of a decedent to which this section ap-
plies, the value of the taxable estate shall be
determined by deducting from the value of
the gross estate the adjusted value of the
qualified family-owned business interests of
the decedent which are described in sub-
section (b)(2).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 2002.

On page 79, beginning with line 7, strike all
through page 106, line 6.

Mr. DORGAN. Mr. President, let me
describe briefly what this amendment
does. This is amendment deals with the
estate tax. I have listened intensely to
the debate on the floor of the Senate.
Much of the debate on the estate tax
has been about Senators’ concerns with
family farms and small businesses and
with parents not being able to pass on
those enterprises to their children to
operate.

I, too, am concerned about this issue
and believe that the estate tax should
not interrupt the transfer of a family
business to qualified descendants who
want to continue to operate the busi-
ness. We should not do that. A Main
Street business in Ames, IA; or Butte,
MT; or Regent, ND; ought not suffer
the death of an owner and then a crip-
pling estate tax obligation that pre-
vents the owner’s children from being
able to continue to run that business.
We don’t want the surviving children of
that family business to inherit both
the business and a crippling estate tax
debt.

I understand that problem. And I be-
lieve we should do something about it.
That’s why my legislation would ex-
empt from the estate tax family-owned
businesses that are passed on to quali-
fied heirs who continue to operate
those businesses. My amendment would
do that by the year 2003. If the family
enterprise is passed on to the qualified
heir or lineal descendent, and it con-
tinues to be operated as outlined in my
legislation, it will be totally exempt
from the estate tax. So the next time I
hear senators stand up and say that
this is their goal, I will say, if this is
your goal, then vote for my amend-
ment because the estate tax proposal
now on the floor of the Senate doesn’t
do this until a long time down the
road.

My proposal exempts all family-
owned and operated businesses and
farms that are passed on to the next
generation by 2003. End of discussion.
It is done and done far more quickly
than by the bill now being considered
by the Senate.

My legislation also includes a $4 mil-
lion unified estate tax credit that will
be available to everyone in 10 years, or
$8 million for a husband and wife. With
respect to the estate tax, what I am
saying is: Yes, let’s agree that we will
exempt family businesses and family
farms. Yes, let’s agree that we will in-
crease the unified credit in the estate
tax.
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The only question that remains then
is: Should we completely repeal the es-
tate tax? My answer is no. Should we
repeal the estate tax for those whose
estates are worth more than $8 mil-
lion? My answer is no. Here’s why.

I have heard lots of discussion today
about the so-called death tax. And all
of us know—we have read the news sto-
ries—that the term ‘‘death tax” was
concocted by a pollster. They used
focus groups and found that their pur-
poses were better served by calling this
the death tax, not the estate tax. But,
of course, dead people do not pay taxes.
We know that. Wealthy heirs pay
taxes. Trust fund babies pay taxes.

The ancient Egyptians thought you
could take it with you when you died.
There are some demonstrations of that
when they discover and open their
tombs these days. Has anyone here
ever seen a hearse pulling a U-Haul
trailer? I don’t think so. You can’t
take it with you, and we don’t tax
death. If we do, I would like my friend
from Iowa and others to describe to me
how a dead person shows up at the tax
office to pay that obligation.

Dead people are not paying taxes. Es-
tates pay taxes, which means the
wealthy heirs get less and the trust
fund babies get less.

It seems to me, that if the point is
you can either have a tax incident in
death or life, and you decide not to tax
death—if I accept that moniker for a
moment—then what is left? Then you
tax life. What you’re saying is: Don’t
tax unearned income that flows to a
benefactor through someone else’s
death. Rather, to pay for defense and
all the other priorities in the country,
tax the income earned by people that
go to work every day. Is that a choice
that makes much sense? Not to me it
isn’t.

There are those who want to repeal
the estate tax in its entirety, but they
have sold this repeal as a means of alle-
viating the problems of family farms
and family businesses. They should dis-
abuse themselves of that notion. I say
let’s repeal the estate tax for the trans-
fer of family farms and family busi-
nesses. So that that problem is solved.
And my amendment does that almost
immediately, and much more quickly
than in the underlying bill.

Once that is out of the way, the ques-
tion is: What is left over? Those who
say we must completely repeal the es-
tate tax, even above $8 million for a
husband and wife, say it is a horrible
thing to tax unearned wealth or large
inheritances.

If it is such a terrible thing to tax
unearned wealth, than what should we
tax? Should we have a tax system that
promotes opportunities for all? Or
should we have a tax system that pro-
tects the privileges of a very few? A
substantial portion of the estate taxes
actually paid are on estates that have
never been taxed. Close to 70 percent of
their value has never been taxed.

I understand that there are some who
feel very strongly there should never
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have been or even be an estate tax. Let
me just make a couple of comments
about that position.

Without the estate tax, it seems to
me, you would have a world with an ar-
istocracy of the wealthy, which means
the ability to command resources
would be based on heredity rather than
merit. Some think that is all right.
But 1let me quote Mr. Martin
Rothenberg, President of Glottal En-
terprises. He said it quite well, I think,
as a business owner. He said:

My wealth is not only a product of my own
hard work. It also resulted from a strong
economy and lots of public investment in me
and others. My success has allowed me to
provide well for my family, and upon my
death. I hope taxes on my estate will help
fund the kind of programs that benefitted me
and others from humble backgrounds—a
good education, money for research and tar-
geted investment in poor communities—to
help bring opportunity to all Americans.

Some would say they do not agree
with that. That this is not what this is
all about. But it seems to me that we
ought to make some choices here.
When we talk about repealing the es-
tate tax and we describe it as a death
tax, it is critically important to under-
stand that what we are about to do is
antithetical to good tax policy. We
ought to, in my judgment, protect the
transfer of family businesses from one
generation to another by exempting
them from the estate tax. I agree with
that.

My amendment is the only legisla-
tion you will vote on that will do that
almost immediately, in 2003. And if you
do not vote for this amendment, 6
months or 1 year from now, or 2 years
from now, do not come to the floor of
the Senate with Kleenex, dabbing
tears, talking about how difficult it is
to transfer family businesses and fam-
ily farms to heirs because you voted
against the amendment that would
have made it possible for them to not
have to pay any estate tax at all.

This country has about one-half of
the world’s billionaires, or about 309
billionaires in 1999. The wealthiest 400
Americans had $1.2 trillion in estates.
And I say good for them. This country
is a country in which you can do well,
where opportunity exists. This country
has created opportunities in which
those who work hard and are fortunate
can do very well. I would not want to
live in a different kind of country. I
want those opportunities to be avail-
able for all Americans.

But I also believe, when we look at
who is going to pay the bills in this
country—and, incidentally, everyone in
the Senate has spending priorities.
This isn’t a case of anyone not having
them because everyone here has spend-
ing priorities. The most conservative
Member of the Senate who rails
against Federal spending is likely
going to be out here saying we need
much more money for defense spend-
ing. Do you buy bombers or milk? Do
you buy military equipment or food for
the hungry? Everybody here has their
spending priorities—everybody.
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The question is: How do you tax to
pay for those spending priorities?

My colleague says that the estate tax
ought to be completely repealed.
Again, using the moniker ‘‘death tax,”
which is a pollster’s creation to de-
scribe this tax in some pejorative way,
what I say is this: My amendment says
that the only estate tax that will be
left in this country is one for those
whose estates are $8 million and above.

I also in my amendment propose re-
ducing the estate tax rate, increasing
the unified credit as I indicated, and
totally repealing the estate tax for the
transfer of family businesses to quali-
fied heirs who continue to operate
those businesses. The only estate taxes
that are left then are for those whose
assets are $8 million and above.

One can say: My priority is to come
to the floor of the Senate and protect
those folks from the hand of taxation,
even though almost two-thirds of that
money has never been taxed. That’s
right, two-thirds of the asset base from
those estates will never, ever have been
taxed. One might come to the floor and
say: My mission in life is to support
those estates, those above $8 million—
not those who have a family business—
but those worth more than $8 million.

Everybody has a right to stand on
whose side they want to stand on. But
it seems to me that the reasonable
thing to do is: If someone dies with $6
or $8 billion in assets, to have a sub-
stantial exemption at the bottom,
which my amendment will do, and then
say to them, that the unearned income
that is going to your heirs will be di-
minished some, by an estate tax, that
will go into the hands of those who will
redirect it to strengthen our school
systems in this country, to invest in
research and development, to invest in
technology, and to make this a better
country.

There are others who say that is not
a priority at all. So be it. I happen to
think it is a priority. I think if you
were to rank priorities with respect to
the Tax Code, you should start right at
the bottom, with those people who
show up for work and make the min-
imum wage, with those who struggle at
the bottom of the economic ladder to
try to make ends meet. They are strug-
gling mightily to figure out how to pay
their bills, making just the minimum
wage.

There are not a lot of folks in the
hallways here worrying about those
folks today. You bet your life there are
not. There are not a lot of lobbyists
worrying about the economic interests
of those folks at the bottom of the eco-
nomic ladder. But you can bet your life
there a lot of folks around this building
that have invested a great deal of time
looking after the interests of those who
have $10 million, $50 million, $1 billion,
or $10 billion, and who want to avoid
having to pay an estate tax.

Before I conclude, I again say that I
hope I will not hear somebody stand up
and say that the case for repealing the
estate tax is to stop the interruption of
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the transfer of small businesses or fam-
ily farms, because my legislation re-
peals the estate tax for all of those
transactions. When you are going to
transfer a farm or a business from one
generation to another, and the heirs
are going to continue to operate it, my
amendment is the only proposal that
repeals that tax in this circumstance
by 2003. It is the only.

So you can no longer sell the propo-
sition of repealing the estate tax for
the largest estates in the country by
putting it on the backs of family farms
and family businesses. This is the only
proposal that will repeal it and will
stop the interruption of the transfer of
a family farm or business to qualified
heirs.

Mr. President, I reserve the remain-
der of my time.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I probably should
spend most of my time speaking
against the amendment of the Senator
from North Dakota, but I have already
spoken today on why I think the estate
tax provisions in this bill ought to be
maintained.

AMENDMENT NO. 674

I want to use my time to speak at
this point on the first or, I guess now,
the second amendment that is going to
be up for a vote at 6 o’clock, the Carna-
han-Daschle amendment.

I want my colleagues to understand
exactly what this amendment does be-
cause I think it is one of the toughest
amendments and one that may have
one of the closest votes today.

This amendment by Senator CARNA-
HAN guts the tax relief for individual
taxpayers by $87 billion. In effect, it in-
creases taxes on families and working
people by $87 billion by denying them
the tax cuts contained in our bipar-
tisan tax bill.

Here is how the amendment works.

First, this amendment not only
delays the reduction of the marginal
tax rates; it provides for only a 1-point
reduction in the marginal tax rates
over a period of years compared to the
3-point reduction in the bipartisan plan
Senator BAUcCUS and I have put to-
gether.

This 1-point reduction equals the
rate relief that our bipartisan tax plan
provides in the first year alone. Our
plan’s additional tax cuts would be
eliminated entirely under the Carna-
han-Daschle amendment.

I have a chart here that dem-
onstrates this better. Their amend-
ment allows only a 1-percent rate cut,
which our bill implements next year.
But Senator CARNAHAN’s amendment
delays the rate cuts over 5 years. As
you can see from the bottom part of
this chart, 1 point each year, but with
a different rate each year so that it
takes b years.

The Carnahan-Daschle amendment
would entirely eliminate the bipartisan
bill’s tax cuts for the years 2005 and
2007.
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Our plan reduces the 28-percent rate
to 25 percent over 6 years. Our amend-
ment reduces the rate by 1 percentage
point to 27 percent next year.

Two years from now, the Carnahan-
Daschle amendment would reduce the
28-percent rate to 27 percent but would
entirely stop there—no more tax cuts
after that point for the 28-percent tax-
payers.

Who is a 28-percent taxpayer? It
would include any family with taxable
income over $45,200. Those families get
the shaft under the Carnahan-Daschle
amendment.

Our plan also would reduce the 31-
percent rate to a 28-percent rate over 6
years, and would do it immediately 1
point next year.

Three years from now, the Carnahan-
Daschle amendment would reduce the
31 percent to 30 percent, but stop right
there—no more tax cuts then for the
31-percent taxpayer.

You can see from this chart, it is the
same story over and over again.

The Carnahan-Daschle amendment
takes just the first year of tax cuts
from our bipartisan bill and spreads
them out over 5 years. And, of course,
that is their idea of tax relief for Amer-
ican working men and women.

How do they justify this? How do
they justify taking away $87 billion of
tax relief from individual taxpayers?
They rationalize it by reducing the 15-
percent rate to 14 percent; that is all.
They claim a 1l-percent reduction of
one bracket justifies denying a 2-point
further reduction in all other brackets.

Senators CARNAHAN and DASCHLE
claim this 14-percent rate puts more
benefit to middle-income taxpayers. 1
doubt that. I will show you with a lit-
tle bit of math how there is reason to
doubt that.

I would like to go back to the 28-per-
cent taxpayer family; that is, any fam-
ily with taxable income over $45,200.
Senator BAUCUS has noted that 75 per-
cent of the benefits under the new 10-
percent rate bracket in our bill go to
taxpayers making less than $75,000. So
I will use that as a starting point.

Let’s say we have a family with tax-
able income of $75,000. Under the
Carnahan-Daschle amendment, the re-
duction of the 15-percent rate would
save them $452. Two years from now,
the 28-percent rate would go to 27 per-
cent, which would give another $298
back. Our bill would give them the $298
not 2 years from now but right now.

So when their plan is fully imple-
mented, this family will have a total
tax cut of $750 under the Carnahan-
Daschle amendment. When our bipar-
tisan plan is fully implemented, this
family will have tax savings of $894,
which is $144 more than under the
Carnahan-Daschle plan. That is be-
cause we reduce the 28-percent rate to
25 percent. Our plan provides over 19
percent more in tax cuts for this fam-
ily than does the Carnahan-Daschle
amendment.

Senators CARNAHAN and DASCHLE jus-
tify their proposal because they claim
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taxpayers in this 15-percent income
bracket are shorted since our plan does
not reduce the 15-percent rate. They
claim that families earning between
$12,000 and $45,000 will get no rate cut
and no tax relief. That is completely
untrue.

The nonpartisan Joint Committee on
Taxation says that our bipartisan bill
provides between 9 percent and 33 per-
cent of relief for families making be-
tween $12,000 and $45,000. Taxpayers on
the lower end of this range receive the
biggest percentage reduction, 33 per-
cent; those on the upper end receive
the least, 9 percent.

Senators CARNAHAN and DASCHLE do
not consider that our bipartisan plan
targets other benefits to taxpayers in
this income range.

They only look at the rate itself. So
these benefits, including the child care
credit, the education incentives, the
pensions, and the IRA provisions, and
various other tax relief measures in
this bill, are yet further reductions for
people at the 15-percent bracket, be-
tween $12,000 and $45,000.

The child credit is one example. The
entire 15-percent bracket qualifies for
it while it is phased out in higher
brackets. For many current 15-percent
bracket families, the child credit will
erase more than 100 percent of their
tax liability. The $3,000 expansion of
the earned-income credit income
thresholds will make more 15-percent
bracket families qualify. Higher tax
brackets will not qualify.

When fully phased in, a four-person,
two-earner family earning $30,000 will
see their tax bill change from a $346 1i-
ability to a $1,911 net refund under this
bill, and that is a 652-percent swing.

You may wonder why we targeted
these benefits instead of reducing the
15-percent rate. Well, Senator DASCHLE
made this point better than I could
when he spoke on the Senate floor last
Thursday. This is the reason he identi-
fied in correctly pointing out that
when you reduce the tax rate, the bene-
fits of the rate reduction go to tax-
payers in that rate bracket and to all
other taxpayers in the higher rate
brackets. This is because taxpayers
pass through the lower rate bracket on
their way to the higher rate brackets.
If you did a rate cut, it would cause our
plan to favor upper income levels, for
which I am sure Senator DASCHLE
would severely criticize us. Our plan
does not do that.

As this chart demonstrates, our bill
makes the current tax system even
more progressive than it is currently.
In every one of these brackets, under
present law, people are paying a higher
share than they would under the new
tax law, except for the highest income
level of $200,000 and above. At that
level, people at $200,000 and above are
going to be paying a higher proportion
of taxes than they do today. But for
every other income level, as a result of
our legislation, people in those income
levels are going to be paying a lower
share of taxes.
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The Daschle-Carnahan proposal
would actually make our tax system
less progressive by giving greater sav-
ings to upper income taxpayers as they
pass through the 14-percent bracket.
When you are really serious about re-
ducing the tax burden for people in the
15-percent income tax bracket, you tar-
get available resources to people at
that income level. That is exactly what
our bipartisan bill does. It targets ben-
efits to families making between
$12,000 and $45,000 and provides relief
ranging, then, from 9 percent at the
$45,000 income to 33 percent at the
lower income.

That is better relief than Senator
CARNAHAN’s 1-percent rate reduction
because taking a 15-percent rate to 14
percent is less than a 7-percent reduc-
tion of the rate itself.

I don’t want you to take my word for
it. I don’t take Senator DASCHLE’S or
Senator CARNAHAN’s word for it, either.
These are conclusions drawn by the
Joint Committee on Taxation.

Let’s look at the choice before us.
Our bipartisan bill provides 9 to 33 per-
cent of relief for 15-percent taxpayers.
Our bill provides 19 percent more tax
relief to middle-income taxpayers.
Their amendment increases individual
income taxes by $87 billion based upon
the false assumption that we have not
cut the tax burden of the 15-percent
taxpayers.

This all seems to be a simple deci-
sion. If you want to provide meaningful
relief for all taxpayers, then you
should vote to defeat the Carnahan-
Daschle amendment. If you want to in-
crease individual income taxes by $87
billion based upon flawed analysis,
then by all means vote for the amend-
ment of the opposition. Their amend-
ment only reduces taxes 1 percentage
point. It provides a mere thimbleful of
tax relief.

This amendment creates a smoke-
screen to try to fool middle-income
Americans into believing they are get-
ting substantial tax relief when, in
fact, it will increase their tax burden
by billions.

I will also point out to my colleagues
from the other side that the Carnahan-
Daschle amendment is not the same
amendment offered by Senator
DASCHLE during the Finance Com-
mittee markup. That amendment
would have cut all of the rates by 1 per-
cent in 2002. The Carnahan-Daschle
amendment spreads the 1-percent cuts
over b years, a very significant dif-
ference.

I hope the Carnahan-Daschle amend-
ment to withdraw $87 billion in tax
cuts is not the crown jewel of the
Democrats’ tax proposal. I believe the
bipartisan bill put forth by our com-
mittee should be the high watermark
for both political parties.

I say to all of my colleagues on both
sides of the aisle who supported the
budget resolution, a vote for the Carna-
han-Daschle amendment destroys our
efforts to provide a $1.35 trillion tax
cut. As you know, the RELIEF Act
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before us contains only individual in-
come tax cuts. It is not larded in favor
of a lot of special interest legislation
that sometimes is in tax bills. You can-
not draft bipartisan legislation if you
do that.

A vote to decrease the tax cuts in the
RELIEF Act is a vote to increase in-
come taxes of individuals across Amer-
ica by $87 billion. Obviously, I urge
Members to vote to reject the Carna-
han-Daschle amendment.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. DORGAN. Mr. President, I yield 5
minutes to the Senator from Montana.

Mr. BAUCUS. Mr. President, may I
ask how much time remains on the
Dorgan amendment?

The PRESIDING OFFICER. The
sponsor has 16% minutes; the opposi-
tion has 15.

Mr. BAUCUS. I thank the Chair.

Mr. President, the chairman of the
committee, Senator GRASSLEY, and I
worked very hard to come up with a
bill that both of us could support.
Given all the dynamics that exist in
this body and given the two-party sys-
tem that we are operating under, it has
not been easy.

During the process of coming to this
agreement, the chairman has given a
lot—I am sure he would like the top
rate to be lowered a lot more quickly,
and I have given a lot as well. Despite
how progressive it is, I would like this
bill to be tilted more toward education,
more toward pension reform, more to-
ward middle-income taxpayers.

Having said all that, I do believe the
Senator from North Dakota has a good
amendment, and I support it. It is true
that the people who need relief most in
this country under the estate tax are
family farmers, ranchers, and family
businesses. That is where the estate
tax really hurts. They are the people
who need the support. His amendment
directly goes to the main issue before
us; namely, helping families.

It is also an improvement compared
with the current bill because the cur-
rent bill repeals the estate tax only in
the last year. A lot of American fami-
lies can’t wait ten years to pass on
their businesses to their children.

Senator DORGAN’s amendment does
it. By offering his amendment, he does
away with a very complicated carry-
over basis provision contained in this
bill. We tried that in 1970. We enacted
a carryover basis to the heirs of prop-
erty after estates had been distributed.
It didn’t work. In fact, we repealed it.
It was so complicated, it was a mess.
By Kkeeping the current stepped-up
basis—again, Mr. President, I person-
ally think he has a good amendment. It
is not what we agreed to in committee.
It is difficult to strike this balance be-
tween supporting my good friend in the
committee and the bill we came up
with on the one hand, and the one issue
on which I do believe the Senator from
North Dakota makes good sense.

This was the last issue Senator
GRASSLEY and I negotiated—the estate
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tax provisions. It is extremely com-
plicated, difficult, with very high pas-
sions on both sides. I think a good reso-
lution for all of us in the Senate,
frankly, is to support the amendment
by my friend from North Dakota. In
the final analysis, it improves the bill
which more of us could support.

I yield the remainder of my time.

The PRESIDING OFFICER. Who
seeks time?

Mr. BAUCUS. I ask the Senator from
Kentucky, does he reserve time on this
amendment.

Mr. BUNNING. On the bill itself, not
the amendment.

Mr. BAUCUS. Mr. President, we are
still in the period of offering amend-
ments. Under the unanimous consent
agreement we don’t get to general dis-
cussion until 4 o’clock.

Mr. BUNNING. I was told I should
come over because this amendment was
going to be offered.

Mr. GRASSLEY. Let me ask my
friend on the other side of the aisle,
would it be all right if he could have
what time I had not used on the Dor-
gan amendment?

Mr. REID. It is my understanding
that the Senator from Iowa has about
15 minutes; is that right?

The PRESIDING OFFICER. Just
under 15 minutes.

Mr. REID. The Senator from Ken-
tucky is not going to offer an amend-
ment, just speak on the bill?

Mr. BUNNING. That is correct.

Mr. GRASSLEY. I will yield the rest
of my time to the Senator from Ken-
tucky.

The PRESIDING OFFICER. The Sen-
ator from Kentucky is recognized.

Mr. BUNNING. Mr. President, I voice
my support for H.R. 1836, the tax relief
bill.

The American people deserve a tax
cut. We have not given them a major,
across-the-board tax cut since 1981.
Twenty years is too long to wait.

Americans are overtaxed. Personal
tax payments have risen on average by
10.5 percent per year over the last five
years, but, personal income has risen
by only 5.9 percent per year.

The tax burden as a percentage of
GDP is the highest it has been since
World War Two.

This is absolutely ridiculous, espe-
cially when you consider our budget
surpluses.

This money belongs to the people and
should be returned to them.

If we don’t, it’s just going to get
frittered away here in Washington.

President Bush is correct. No Amer-
ican should pay more than a third of
their income in Federal taxes.

This bill does not take us all the way
there, but it is a step in the right direc-
tion.

This bill will also help eliminate the
unfair marriage penalty. We have pe-
nalized families for far too long.

I have never understood why the Fed-
eral government, through the tax code,
would penalize people for getting mar-
ried.
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We should be encouraging marriage,
not creating disincentives for mar-
riage.

This bill will provide a deduction up
to $3,000 for two-earned families who
file jointly.

In Kentucky, that is real money.

The bill will also help families by
doubling the child tax credit.

This will be a welcome addition to
families and ease their burden just a
little bit.

As the grandfather of 35, I know this
will help my nine children.

I also strongly support the estate tax
relief this bill is providing.

For far too long, the children of
American farmers and small business
owners have labored under the burden
of knowing that death could force them
to sell their assets to satisfy the IRS.

It is way past time to correct this.

There is no good reason to tax indi-
viduals at death or to make this sad
time a taxable event.

But we need a tax cut not just for of
fairness reasons, but also for economic
reasons.

We need tax relief to stimulate our
economy. As my colleagues know, un-
employment has been increasing, and
economic growth has been slipping.

The Federal reserve, through way too
late in my opinion, has been using
monetary policy to help stimulate the
economy. But monetary policy itself is
not the answer.

We need a strong fiscal policy solu-
tion as well.

We need an immediate decrease in
withholding taxes to put more money
in the pockets of consumers.

We can do much better and the stim-
ulus effect will be much more pro-
nounced by putting more money in the
hands of Americans immediately.

We need to get people to start buying
again.

We need to give tax relief to our na-
tion’s small businesses so they can
start reinvesting again.

This bill will bring much needed re-
lief to small businesses, which are the
backbone of our economy.

Small businesses create jobs. We
need to help them innovate by reliev-
ing their tax burdens.

In a perfect world this is not the bill
I would have written. I believe that we
can give more relief to our small busi-
nesses. I think the rates need to be cut
more. And I'd like to see faster death
tax and marriage penalty relief.

There are some provisions in this bill
which, while they have great merit, are
not the priorities I would have chosen.

But, obviously, this is not a perfect
world.

I believe that chairman GRASSLEY
and the Finance Committee have done
an outstanding job under very difficult
circumstances.

I think it says a lot about chairman
GRASSLEY and the committee as a
whole that they were able to move
such a major piece of legislation, so
quickly, in such a bipartisan fashion.

Mr. President, I urge all of my col-
leagues to support this tax relief bill.
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It is not perfect, but it will bring
much needed relief to all Americans
who pay income taxes, and even some
who don’t.

It will also help stimulate our econ-
omy, and help bring us out of this eco-
nomic funk we are in.

Time time for tax relief has long
passed. Please support our President
and vote for H.R. 1836.

Thank you Mr. President. I yield the
floor.

The PRESIDING OFFICER. Who
yields time?

The Senator from North Dakota is
recognized.

Mr. DORGAN. How much time is re-
maining on each side?

The PRESIDING OFFICER. There
are 11 minutes 44 seconds on the Sen-
ator’s side; 8% minutes remain on the
other side.

Mr. DORGAN. Mr. President, the
Senator from Iowa yielded his remain-
ing time. Was the time not used by the
Senator from Kentucky?

The PRESIDING OFFICER. It was
not all used.

Mr. DORGAN. Was it reserved?

The PRESIDING OFFICER. It was re-
served.

Mr. DORGAN. Mr. President, let me
try to describe where we agree and
where we disagree on this issue of the
estate tax. We agree that the estate
tax ought to be repealed for family
businesses that are transferred to
qualified heirs who want to continue to
operate the family business.

We do not believe that family busi-
ness ought to be interrupted by an es-
tate tax. So we agree on that.

The difference is when to do it. My
amendment will totally repeal the es-
tate tax obligation for the transfer of
family businesses in 2003. The bill that
is before the Senate will do it in 2011.
The most important part of their bill is
effective, as they describe it, in 2011.
Mine is effective in 2003. That is a big
difference.

We agree that the rates should go
down to 45 percent. My amendment
takes the rate to 45 percent. The under-
lying bill does, too. We agree that the
unified credit should go up to $4 mil-
lion. My amendment does that, and the
underlying bill does as well.

The difference is, those who oppose
my amendment are saying they want
to fight for additional estate tax ex-
emptions and/or repeal for all estates
above $8 million. That is the difference.
Those who do not support this amend-
ment are saying: We insist on an estate
tax repeal for those estates over $8 mil-
lion in value. They say the largest es-
tates in this country need to have their
tax burdens eased.

I ask this question: Why would some-
one in the Senate support taxing the
income of middle-income Americans
who work for their money but then op-
pose taxing the income, in fact the
largely unearned income, of those who
inherit more than $8 million a year? It
seems to me to be a rather strange set
of priorities.
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We are having this debate about the
estate tax that we will vote on this
evening. Those who have spoken at
great length in this Chamber, I might
say, of wanting to protect a family
farm or a small business, in my judg-
ment, cannot with a straight face vote
against this amendment and then go
back home and say: I was supporting
you, Main Street business, or I was
supporting you, farmer or rancher, be-
cause this is the only amendment that,
in the year 2003, will repeal the estate
tax on the transfer of family businesses
to qualified heirs. It is the only oppor-
tunity to do that.

The underlying bill will only do it in
the year 2011, 10 years from now, the
sweet by-and-by as Reverend Ike used
to describe it.

I ask for some support for this
amendment. I hope those who have
talked at such great length about this
subject will now have the opportunity
and feel the obligation to vote for an
amendment that does what they claim
they want to be done.

I will speak for a moment more gen-
erally on this bill. There is not any
question that there is room for a tax
cut in this country. We have a budget
surplus. It is also the case that we do
not know what is going to happen in 6,
8, and 10 years, and we ought to be con-
servative and cautious about what we
commit to in terms of fiscal policy 6, 8,
and 10 years from now.

About 20 years ago, a very large tax
cut was enacted by this Congress and,
as a result of a very substantial tax cut
and a doubling of the defense budget,
this country sailed into some pretty
tough economic waters.

Those rough waters caused very sig-
nificant and deep Federal budget defi-
cits that nearly choked this country’s
budget. It meant a difference in every-
thing we did. It meant a difference in
how much we had available to invest in
our children, invest in education, in-
vest in child care, yes, invest in a
range of things that are important to
make this a better life, invest espe-
cially in infrastructure—roads, school
buildings, and so many other things
that are important. It made a big dif-
ference in our ability to deal with
those issues.

We struggled and struggled and, in
1993, we turned this fiscal policy
around. We did it by one vote, one sin-
gle vote in the Senate and one vote in
the House of Representatives.

I remember those who stood and op-
posed it and said: You are going to
wreck this country’s economy. That is
when we had a $290 billion annual def-
icit. They said: You are going to wreck
this economy. This economy was head-
ed in the wrong direction in a hurry.
By one vote we supported a change in
fiscal policy and turned this economy
around. We went from the largest defi-
cits in history to now a budget that is
in surplus and gives us the opportunity
to return some of that surplus to the
American people. And, yes, we should
do that.
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No one should call themselves, in my
judgment, a conservative who comes to
this Chamber and says they know what
is going to happen to this economy 6, 8,
10 years out and, therefore, put in place
a fiscal policy that could, if our econ-
omy turns sour, run this country right
back into big deficits once again.

That is not a conservative approach.
A far better approach, in my judgment,
would be to be somewhat cautious. Yes,
provide a tax cut, but do it in a manner
that is fair, do it in a way that helps
American working families, stimulates
the economy, and gives some money
back to families who could sure use it.

This is not the time, in my judgment,
to put in place a tax cut of well over
$1.3 trillion but when the costs are
really added up may well be over $2
trillion in the coming 10 years. It
leaves no margin for error if this econ-
omy should turn soft.

It is almost zero gravity politically
to be talking about tax cuts. Those
who say their main mission in life is to
cut the revenue stream of the Federal
Government—that is not a controver-
sial proposal I expect back home. It is
almost a certain way for one to be pop-
ular with one’s constituents to say
they support the largest possible tax
cut for as long as is possible.

But there is another element to this.
We should support a tax cut that is fair
to all Americans, No. 1, and No. 2, we
ought to have enough revenue left to
reduce the Federal debt, which stands
at $5.6 trillion and which after this fis-
cal policy plays itself out will stand at
$6.7 trillion.

This fiscal policy and the budget
passed by this Congress, coupled with
this tax cut, will increase Federal in-
debtedness by $1.1 trillion. Think of
that.

Second, there ought to be enough left
to make sure we have the investment
necessary to improve our country’s
schools, to provide the research in
health and welfare and other issues we
have to deal with in this country, and
to make this country a place in which
all of us can lead better lives.

I know the Senator from New Mexico
is waiting to speak. May I ask how
much time remains on my amendment?

The PRESIDING OFFICER. There is
4 minutes 7 seconds.

Mr. DORGAN. I reserve the remain-
der of my time.

Mr. REID. Mr. President, if the Sen-
ator will yield, I was asked by the Sen-
ator from Iowa to protect the floor on
his behalf in his absence. I will cer-
tainly do that. It was my under-
standing that he no longer wished to
speak on this amendment. If he returns
and desires to speak, we will restore
that time. In the meantime we can get
to another amendment.

I was told that if I allowed Senator
BUNNING to go forward, Senator SPEC-
TER was not going to offer his amend-
ment and Senator BINGAMAN, who is
next in order, could offer his. Does that
make sense?

On behalf of the
Iowa——

Senator from
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The PRESIDING OFFICER. If the
Senator from Iowa comes back and
wants to claim his time, he will be so
allowed.

Mr. REID. On behalf the Senator of
Iowa, I yield back his time with the un-
derstanding that if there is a misunder-
standing, he can have back his time.

Does the Senator from North Dakota
yield back his 4 minutes?

Mr. DORGAN. I do so with the under-
standing that if the other side reclaims
its time, I be restored the 4 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DORGAN. Mr. President, I ask
for the yeas and nays on my amend-
ment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is not a sufficient second.

Mr. DORGAN. Mr. President, I ask
for the yeas and nays on my amend-
ment.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.

Mr. REID. Mr. President, it is my un-
derstanding the 6 hours will run out at
approximately 20 to 4. At that time, I
alert the majority that I will propound
a unanimous consent request to use the
20 minutes, with both sides having that
in 5-minute increments, until 4 o’clock.
I do not propound that at this time.

The PRESIDING OFFICER. The Sen-
ator from New Mexico.

AMENDMENT NO. 717

Mr. BINGAMAN. Mr. President, I
wish to offer an amendment, amend-
ment No. 717. It is an amendment re-
lated to our energy policy. Its purpose,
as provided in the amendment, is to
provide energy conservation and pro-
duction tax incentives.

Let me briefly describe the amend-
ment and the reasons I urge my col-
leagues to support the amendment
when we do get the opportunity to vote
on it later this evening.

Last Thursday, President Bush un-
veiled his national energy policy. I
have a copy. There is a lot in this na-
tional energy policy upon which I
think all Members can agree. There are
proposals that will increase produc-
tion; there are proposals that encour-
age conservation; there are proposals
that will try to stimulate more innova-
tion in technology to better capture
energy and use energy in the future.

I commend the President for the ini-
tiative he has shown. Obviously, there
are provisions in this national energy
policy that are going to be very con-
troversial and that I will not support.
We will have ample opportunity over
the next weeks and months to discuss
those and debate them and deliberate
on them and vote on them.

Members may wonder why I am talk-
ing about energy on a tax bill. This is
supposed to be a bill to cut taxes. Why
bring up the subject of energy? The
reason I bring energy up is that the
President himself, last Thursday, pro-
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posed a whole series of incentives to
meet our energy challenges. These are
tax incentives, reductions in people’s
taxes, if they will agree to take certain
actions that will then help our country
to meet the challenges we face in the
energy area.

I introduced a bill earlier this year
that also contains many tax incentives
that we believe will move the country
toward a more enlightened energy pol-
icy. Senator MURKOWSKI, the chairman
of the Energy and Natural Resources
Committee, on which I am the ranking
member, introduced a bill early this
year containing many tax incentive
provisions. There is a great deal of
commonality between the bill Senator
MURKOWSKI introduced, the ones I in-
troduced, and the ones the President’s
national energy policy embraces.

We have an issue where there is sub-
stantial consensus. The question is,
Why talk about it on this tax bill? Let
me explain the context in which we
come to the debate on the tax bill. We
are talking about this tax bill because
we passed a budget resolution in the
Senate which set aside $1.35 trillion
over the next 10 years and directed the
Finance Committee in the Senate to
put together a tax bill that would use
up that $1.35 trillion.

The tax bill we are talking about
today, that we are debating and that
we will vote on later tonight, does ex-
actly what the budget resolution told
the Finance Committee to do. That is,
it uses up all of that $1.35 trillion.
There is no more after that. After that,
according to the budget resolution, we
should not be passing additional tax
bills under this budget resolution.

I very much believe if we are going to
take the recommendations of the
President, if we are going to move in
the area of energy policy to provide tax
incentives for the actions we believe
people ought to take, then we need to
adopt the amendment I am offering,
this energy amendment, and in that
way use some of the tax revenue we are
proposing to eliminate in the tax cut
legislation to provide these incentives.

Let me go through a description of
what is in the amendment. The amend-
ment tries to speed up the investment
in our Nation’s energy infrastructure,
speed up the investment in high-effi-
ciency equipment in all parts of our
economy. As I indicated before, the
provisions we have in this amendment
I believe all have good bipartisan sup-
port. They are nothing that I claim au-
thorship of because many are included

in what the President has rec-
ommended and many are included in
what Senator MURKOWSKI rec-
ommended.

One large category of these incen-
tives is the investment in infrastruc-
ture and highly efficient end use and in
generating equipment. For example,
one provision shortens the depreciation
schedule for transmission lines and
natural gas pipelines. We have heard a
lot of testimony already in the Energy
Committee that we need to move ahead
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more quickly with building of trans-
mission lines, building of additional
pipelines. This will help.

There is a provision for incentives to
push ultra-high-efficient appliances
and equipment in the marketplace and
provide incentives for people to pur-
chase these appliances and equipment.

It provides incentives for con-
structing and upgrading homes and up-
grading and constructing commercial
buildings that are energy efficient,
something we all agree ought to be
done.

It provides incentives for upgrading
and building the cleanest, lowest emis-
sion coal-fired generation.

It provides incentives for purchase of
high-efficiency hybrid vehicles. This is
an initiative I have heard a lot of peo-
ple talk about in this Chamber. We rec-
ognize we would be better off as a coun-
try; we would import less oil, if we
would drive more fuel efficient vehi-
cles. One way to persuade Americans to
drive more fuel efficient vehicles is to
give them a tax incentive so when they
buy a hybrid vehicle with an engine
that gets 60 or 70 miles per gallon, it
will be cheaper for them because of the
tax incentive we provide.

The amendment I will propose today
extends the renewable production cred-
it to include a whole range of items:
Steel, cogeneration, geothermal, land-
fill methane, incremental hydropower.
It provides a 7-year depreciation sched-
ule for distributed generation facili-
ties. There are a whole range of provi-
sions that are generally agreed by ex-
perts to make sense. We also provide
incentives for investment in sophisti-
cated real-time metering, electronic
load management, so consumers can
better control energy use and costs. All
of these are provisions that I think will
have broad bipartisan support and do
have broad bipartisan support.

What I am urging is that we use up
the revenue that has been made avail-
able through the budget resolution for
tax cuts; we do some of these things in
the energy area that the President
himself last Thursday said he believes
we ought to do. It would be irrespon-
sible to pass a large tax cut, cutting
rates, eliminating the estate tax, doing
a variety of things, without any con-
sideration of the needs we have as a
country to move toward a more en-
lightened energy policy. This amend-
ment tries to ensure we do the right
thing.

What I proposed as an offset is slow-
ing down the phasing in of the cuts in
the marginal tax rates, the top mar-
ginal tax rates. That seems a reason-
able way to pay for the cost of this
amendment. It is something which I
strongly believe would be a good proce-
dure.

Let me make one more general point.
I think a reason it is important to
raise this issue now is that a lot of peo-
ple are being misled into believing
there is no limit to the number of tax
bills we can pass—that we can pass this
for $1.35 trillion and then we can come
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back later and pass another one that
deals with extending the alternative
minimum tax exemption; we can pass
another that does the traditional ex-
tenders; we can pass a whole variety of
bills.

I was reading on the Associated Press
wire published through the Albu-
querque Journal on the Web site before
I came over today. The title of the arti-
cle I thought was very interesting:
““O’Neill: Further tax relief coming.” It
had a picture of Treasury Secretary
Paul O’Neill in a speech he gave today
where he said the administration
viewed this as only the first tax bill,
not the last. He also goes on to say in
the future they want to accelerate the
tax relief under the estate tax. That is
another tax bill they anticipate.

It also referred to the fact that in the
newspaper interview he indicated they
would push for repeal of the Federal
corporate income tax. That is not a cut
in the Federal corporate income tax;
that is elimination of the corporate in-
come tax.

The third he mentioned was a Fed-
eral tax on capital gains that should be
eliminated.

Mr. President, I am told before I
yield the floor I need to call up my
amendment. Let me do that at this
time. I ask the amendment be consid-
ered.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from New Mexico [Mr. BINGA-
MAN] proposes an amendment numbered 717.

Mr. BINGAMAN. I ask unanimous
consent the reading of the amendment
be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today’s RECORD under ‘‘Amend-
ments Submitted and Proposed’’.)

Mr. BINGAMAN. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. BINGAMAN. I yield time to the
Senator from Nevada.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, the Senator
from New Mexico is the ranking Demo-
crat on the Committee on Energy and
Natural Resources. I am the ranking
Democrat on the Committee on Envi-
ronment and Public Works. We worked
very closely together this year and,
rather than my offering a separate
amendment, we have joined in this
amendment.

This is a very good amendment. I
hope this body will support this amend-
ment. That which I am most concerned
about in his amendment deals with re-
newable energy.

We are all aware that the current en-
ergy crisis in California has dem-
onstrated that America must increase
its supply of electricity and decrease
its demand.
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Ensuring that the lights and heat or
air conditioning stay on is absolutely
critical to sustaining America’s eco-
nomic growth and Americans’ quality
of life. Already in Nevada electricity
and natural gas prices have sky-
rocketed in recent months.

These increases are especially hard
on working families who are already
struggling to make ends meet. The im-
pacts of high energy bills hits minority
groups hardest.

The citizens of Nevada, and of the na-
tion, demand a national energy strat-
egy to ensure their economic well
being and security, and to provide for
the quality of life they deserve.

Nevadans understand that an energy
strategy must encompass conservation,
efficiency, and expanded generating ca-
pacity.

Renewable energy is poised to make
major contributions to our Nation’s en-
ergy needs over the next decade.

I have offered with Senator BINGA-
MAN as a lead, a good amendment. I
have offered an amendment which ex-
pands the existing production tax cred-
it for renewable energy technologies to
cover all renewable energy tech-
nologies, increases the credit from 1.5
to 1.8 cents, and makes the credit per-
manent.

This amendment expands the credit
to include wind, animal and poultry
waste, closed- and open loop biomass,
incremental hydropower, municipal
solid waste, geothermal energy, land-
fill gas, and steel cogeneration.

Recognizing that coal provides 50
percent of the nation’s electricity sup-
ply, this amendment also provides for a
1.0 cent production tax credit for co-fir-
ing coal power plants with biomass,
since co-firing can significantly reduce
emissions.

Our nation has a promising potential
of renewable energy sources.

Wind power is the fastest growing
source of electricity in the world.
Prices have dropped 90 percent since
1980. At the Nevada Test Site, a new
wind farm will provide 260 megawatts
to meet the needs of 260,000 people—
more than 10 percent of Nevada’s popu-
lation within 5 years.

Nevada is sometimes referred to as
the ‘““Saudi Arabia of Geothermal En-
ergy.” Our state has already developed
230 Megawatts of geothermal power,
with a longer-term potential of more
than 2,500 Megawatts, enough capacity
to meet half the state’s present energy
needs.

The Department of Energy has esti-
mated that we could increase our gen-
eration of geothermal energy almost
ten fold, supplying ten percent of the
energy needs of the West, and expand
wind energy production to serve the
electricity needs of ten million homes.

As fantastic as it sounds, enough sun-
light falls on an area measuring 100
miles by 100 miles in southern Nevada
that—if covered with solar panels—
could power the entire nation. Obvi-
ously, covering this area of Nevada
with solar panels is not a practical an-
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swer to our current energy challenges.
However, the example does make one
very practical point: our nation does
not lack for renewable energy poten-
tial.

In addition, we need a permanent
credit to provide business certainty
and signal America’s long-term com-
mitment to renewable energy re-
sources.

To illustrate the need for a perma-
nent tax credit, I recently learned that
the wind farm project in Nevada is now
experiencing delays in securing loans
from banks due to the uncertain nature
of the production tax credit for wind
energy. Without a permanent credit,
we can’t provide the business certainty
for utilities to invest in renewable en-
ergy resources. This we must do.

This amendment allows for co-pro-
duction credits to encourage blending
of renewable energy with traditional
fuels and provides an additional 0.25-
cent credit for renewable facilities on
native American and native Alaskan
lands.

Finally, my amendment provides a
production incentive to tax exempt en-
ergy production facilities like public
power utilities by allowing them to
transfer their credits to taxable enti-
ties.

Growing renewable energy industries
in the U.S. will also help provide grow-
ing employment opportunities in the
U.S., and help U.S. renewable tech-
nologies compete in world markets.

In states such as Nevada, expanded
renewable energy production will pro-
vide jobs in rural areas—areas that
have been largely left out of America’s
recent economic growth.

Renewable energy—as an alternative
to traditional energy sources—is a
common sense way to ensure the Amer-
ican people have a reliable source of
power at an affordable price.

The United States needs to move
away from its dependence on fossils
fuels that pollute the environment and
undermine our national security inter-
ests and balance of trade.

We need to agree to this amendment
to send the signal to utilities that we
are committed in the long term to the
growth of renewable energy. We must
accept this commitment for the energy
security of the U.S., for the protection
of our environment, and for the health
of the American people.

Mr. SARBANES. Madam President, I
have already expressed my opposition,
in general, to the tax reconciliation
bill the Senate is currently consid-
ering. But I want to take a moment,
while Senator BINGAMAN’s amendment
is pending before us, to highlight a pro-
vision in that amendment which I be-
lieve can play a significant role in ad-
dressing our Nation’s current energy
problems. This provision is modeled
after a bill I cosponsored, S. 217, the
Commuter Benefits Equity Act, and
represents an important step forward
in our efforts to fight pollution and
congestion by supporting public trans-
portation.
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The Internal Revenue Code currently
allows employers to provide a tax-free
transit benefit to their employees of up
to $65 per month to pay for the cost of
commuting by public transportation or
vanpool. This program is designed to
encourage Americans to leave their
cars behind when commuting to work.

However, despite the success of this
program in taking cars off the road,
our tax laws still reflect a bias toward
driving. The Internal Revenue Code al-
lows employers to offer a tax-free park-
ing benefit to their employees of up to
$180 per month. The striking disparity
between the amount allowed for park-
ing, $180 per month, and the amount al-
lowed for transit, $65 per month, under-
mines our commitment to supporting
public transportation use. The pending
amendment would address this discrep-
ancy by raising the maximum monthly
transit benefit to equal the parking
benefit.

I believe the potential of mass tran-
sit to help address our Nation’s current
energy crunch has been consistently
overlooked. With gas prices soaring
and congestion increasing, public tran-
sit offers one of the best solutions to
America’s growing pains. I am pleased
that this measure has been included in
this package of energy-related tax pro-
visions, because I believe support for
mass transit should be a component of
any energy package.

The PRESIDING OFFICER. The Sen-
ator’s time has expired on this amend-
ment.

Mr. REID. Mr. President, it is my un-
derstanding the 6 hours is now gone or
about to be gone; is that true?

The PRESIDING OFFICER. There
are 16 minutes on the Republican side
of the aisle and no time remaining——

Mr. REID. On this amendment of the
Senator from New Mexico?

The PRESIDING OFFICER. That is
correct, also with regard to all amend-
ments.

Mr. REID. I would like to know if
anyone wishes to speak against the
amendment of the Senator from New
Mexico. If there is no one who wishes
to speak, I know there is at least one
Senator who is next in order to offer an
amendment, the Senator from Arizona.
I understand the Senator from New
Hampshire wished to speak generally
on the bill for about 3 minutes or to
offer an amendment.

If there is someone who has author-
ity to yield back the time, we could get
to these amendments. Otherwise, I
don’t know how we can get to the
amendments.

Could the Senator on behalf of Sen-
ator GRASSLEY yield back the time?

Mr. McCAIN. On behalf of Senator
GRASSLEY and his capable staff, who
will take the responsibility if this is
wrong, I yield back the remaining time
on this side.

Mr. REID. Before the Senator pro-
ceeds, we have now less than 20 min-
utes before 4 o’clock. It will be my sug-
gestion the two Senators who wish to
offer amendments be recognized for up
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to b minutes each. Then it will be the
turn of the Democrats to offer an
amendment, and then it will be again
the Republican’s turn. Does that sound
reasonable?

Mr. McCAIN. I have to temporarily
object because Senator GRASSLEY
would have to be asked. I would like to
go ahead with my amendment. He will
be back shortly.

Mr. REID. I have no objection to the
Senator from Arizona offering his
amendment but with a limit of 5 min-
utes.

Mr. McCAIN. I have an amendment
and motion to recommit. Will you give
me 7T minutes?

The PRESIDING OFFICER. Is there
objection to 7 minutes? The Chair
hears none, and it is so ordered. The
Senator from Arizona.

AMENDMENT NO. 660

Mr. McCAIN. Mr. President, I have
an amendment at the desk numbered
660. I ask for its immediate consider-
ation.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Arizona [Mr. MCcCCAIN]
proposes an amendment numbered 660.

Mr. McCAIN. I ask unanimous con-
sent the reading of the amendment be
dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To limit the reduction in the 39.6

percent rate bracket to 1 percentage point

and to increase the maximum taxable in-
come subject to the 15 percent rate)

On page 9, in the matter between lines 11
and 12, strike ““37.6%’’ in the item relating to
2005 and 2006 and insert ‘“38.6%’ and strike
¢36%” in the item relating to 2007 and there-
after and insert ‘38.6%"".

On page 13, between lines 15 and 16, insert:
SEC. 104. INCREASE IN MAXIMUM TAXABLE IN-

COME FOR 15 PERCENT RATE
BRACKET.

Section 1(f) (relating to adjustments in tax
tables so that inflation will not result in tax
increases), as amended by section 302, is
amended—

(1) in paragraph (2)—

(A) by redesignating subparagraphs (B) and
(C) as subparagraphs (C) and (D),

(B) by inserting after subparagraph (A) the
following:

“(B) in the case of the tables contained in
subsections (a), (b), (¢), and (d), by increasing
the maximum taxable income level for the 15
percent rate bracket and the minimum tax-
able income level for the next highest rate
bracket otherwise determined under sub-
paragraph (A) (after application of paragraph
(8)) for taxable years beginning in any cal-
endar year after 2004, by the applicable dol-
lar amount for such calendar year,”’, and

(C) by striking ‘‘subparagraph (A)’’ in sub-
paragraph (C) (as so redesignated) and insert-
ing ‘‘subparagraphs (A) and (B)’’, and

(2) by adding at the end the following:

““(9) APPLICABLE DOLLAR AMOUNT.—For pur-
poses of paragraph (2)(B), the applicable dol-
lar amount for any calendar year shall be de-
termined as follows:

““(A) JOINT RETURNS AND SURVIVING
SPOUSES.—In the case of the table contained
in subsection (a)—

Applicable
“Calendar year: Dollar Amount:
2005 ..eiiieeiie e $1,000
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Applicable

“Calendar year: Dollar Amount:

2006 ... $2,000
2007 ... $3,000
2008 ..covvneeiiiienn, . $4,000
2009 and thereafter ............cccoceeenenen. $5,000.

‘(B) OTHER TABLES.—In the case of the
table contained in subsection (b), (¢), or (d)—

Applicable

“Calendar year: Dollar Amount:

2005 .eeieei e $500
2006 ... . $1,000
2007 ... . $1,500
2005 ..eiiiiieiieeannen, . $2,000
2009 and thereafter ............ccocceeeninnns $2,500.”

Mr. McCAIN. Mr. President, the prin-
ciple that guides my judgement of a
tax reconciliation bill is tax relief for
those who need it the most—lower- and
middle-income working families. I am
in favor of a tax cut, but a responsible
one that provides significant tax relief
for lower- and middle-income families.
And I commend Senator GRASSLEY for
moving in that direction. But I am con-
cerned that debt will overwhelm many
American households. That is why tax
relief should be targeted to middle-in-
come Americans. The more fortunate
among us have less concern about debt.
It is the parents struggling to make
ends meet who are most in need of tax
relief.

I had expressed hope that when the
reconciliation bill was reported out of
the Senate Finance Committee, the tax
cuts outlined would provide more tax
relief to working, middle-income
Americans. However, I am disappointed
that the Senate Finance Committee
preferred instead to cut the top tax
rate of 39.6 percent to 36 percent there-
by granting generous tax relief to the
wealthiest individuals of our country
at the expense of lower- and middle-in-
come American taxpayers.

This amendment would, instead, cut
the top tax rate for the wealthiest indi-
viduals from 39.6 percent to 38.6 per-
cent and devote the resulting savings
that would have gone to this group to
lower- and middle-income taxpayers by
increasing the number of individuals
who pay the 15 percent tax rate. When
it is finally phased in, this amendment
could place millions of taxpayers now
in the 28 percent tax bracket into the
15 percent tax bracket. This amend-
ment targets tax relief to the individ-
uals who feel the tax squeeze the most:
lower- and middle-income taxpayers.
Under this amendment, unmarried in-
dividuals can make nearly $30,000 and
married individuals can make $50,000,
and still be in the 15 percent tax brack-
et.

Mr. President, this is a modest
amendment. I would have preferred
that we be able to have a larger in-
crease in the number of taxpayers in
the 15 percent bracket, but given the
constraints of the modest savings from
cutting the top rate by only 1 percent,
this will have to do for now. But it is
an important first step towards further
reform.

I support this amendment because it
helps ordinary middle-class families
who are struggling to make ends meet
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and it promotes future economic pros-
perity by increasing the amount of
money taxpayers have available for
their own saving and investment.

We must provide American families
with relief from the excessive rate of
taxation that saps job growth and robs
them of the opportunity to provide for
their needs and save for the future.
This amendment would deliver tax re-
lief to more middle-class taxpayers by
increasing the number of individuals
who pay the 15 percent tax rate.

This amendment results in millions
of taxpayers being able to keep more of
the money they earn. This extra in-
come will allow individuals to save and
invest more. Increased savings and in-
vestment are key to sustaining our
current economic growth.

In sum, the measure is a win for indi-
viduals, and a win for America as a
whole. Therefore, Mr. President, on be-
half of the millions of Americans in
need of relief from over-taxation, I
urge my colleagues to support this
amendment.

This amendment targets tax relief to
the individuals who feel the tax
squeeze the most: lower and middle-in-
come taxpayers. Under this amend-
ment, unmarried individuals can make
nearly $30,000 and married individuals
can earn up to $50,000 and still be in the
15-percent tax bracket.

MOTION TO COMMIT

Now, Mr. President, I send a motion
to commit with instructions on behalf
of myself, Senator CONRAD, and Sen-
ator LEVIN to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. Without
objection, the pending amendment will
be laid aside and the clerk will report.

The legislative clerk read as follows:

The Senator from Arizona [Mr. McCAIN],
for himself, Mr. CONRAD, and Mr. LEVIN,
moves that the Act, H.R. 1836, as amended,
be committed to the Senate Finance Com-
mittee with instructions to report back
forthwith.

The motion is as follows:

(1) strike any reduction in the top 2 income
tax rates, and it shall not be in order for the
Committee or the Senate to consider any
such reductions—

(A) until the President has submitted a
comprehensive defense budget amendment to
the Congress; and

(B) until the Congressional Budget Office
has submitted to the Committees on Budget,
Appropriations, and Armed Services a re-es-
timate of the budget authority and outlays
necessary to implement the policies pro-
posed by the President in such budget
amendment through fiscal year 2011; and

(2) any other bill reported by the Com-
mittee containing reductions in the 2 top in-
come tax rates—

(A) shall be considered as a reconciliation
bill in accordance with the Budget Act; and

(B) shall provide that any such reductions
to the 2 top income tax rates reflect any ad-
justment necessary to accommodate the ad-
ditional outlays estimated by the Congres-
sional Budget Office under paragraph (1)(B)
of this motion to be necessary to fund the
President’s defense budget amendment and
to ensure that such outlays, taken in com-
bination with the revenue impact of the in-
come tax rate reduction bill, do not reduce
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the Federal budget surplus in any year below
the levels necessary to preserve the esti-
mated surplus under current law in either
the Medicare Hospital Insurance Trust Fund
or the Social Security Trust Fund.

Mr. McCAIN. Mr. President, without
knowing what the administration in-
tends to spend on our national defense,
it is difficult for me to support the
Budget Reconciliation bill. In the wake
of large tax cuts, non-defense spending
initiatives, and uncertain surplus pro-
jections, we cannot be sure how much
money will remain to fund such defense
priorities as National Missile Defense,
force modernization, spare parts, flight
hours, overdue facility maintenance,
training programs, and the care of our
service members.

My motion would ensure that those
funds needed for these critical defense
priorities are available, especially in
light of an article from today’s Defense
Week, which I will include in the
RECORD, that suggests the so-called re-
serve fund for defense may be much
smaller than predicted for the next ten
years.

Mr. President, we have the world’s
finest military, but that is principally
because of the fine people in the mili-
tary who continue to do more with
less. Our ability to field credible front-
line forces is due to the efforts of our
servicemembers, as we live off of the
remnants of the Reagan military build-
up. That may be difficult to admit, un-
less you have reviewed the list of air-
craft, ships, artillery, and tanks in our
current weapons inventory, and recog-
nized the extent of this problem.

Anyone who dismisses our military
forces’ serious readiness problems, con-
cerns with morale and personnel reten-
tion, and deficiencies in everything
from spare parts to training, is either
willfully uninformed or just not ready
to face reality. Highly skilled service
men and women, who have made ours
the best fighting force the world, have
been leaving in droves—unlikely to be
replaced in the near future. The reason
for deciding to leave the service is sim-
ple; if one is overworked, underpaid,
and away from home more and more
often, why stay? Potential recruits say
why join? Failure to fully and quickly
address our readiness problem will be
more damaging to both the near and
long-term health of our all-volunteer
force than we can imagine.

The cure for our defense decline will
be neither quick nor cheap. We should
not only shore up the services’ imme-
diate needs, but also should address the
modernization and personnel problems
caused by years of chronic under-fund-
ing.

The administration must take sev-
eral important steps: propose realistic
budget requests; specifically budget for
ongoing contingency operations; pro-
vide adequately for modernization; en-
sure equipment and base operations
maintenance is adequately funded; and
resolve the wide pay and benefits dis-
parity between the military and civil-
ian sector. In turn, civilian and uni-
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formed leadership must be willing to
break from service parochialism and
institutional affinities for ‘‘cold war”’
legacy weapons systems and funding
priorities.

Recently, I voted in favor of the
Budget Resolution for Fiscal Year 2002
in the interest of moving the budget
process forward. But I did so in the
hope that the Reconciliation bill would
address many of the reservations I had
about the priorities and assumptions
contained in the resolution.

My chief concern was that the Rec-
onciliation bill should explicitly pro-
vide sufficient resources for our na-
tional security. Our military services
have been neglected for too many
years. But with appropriate increases
and money freed up from eliminating
waste and inefficiency in the defense
budget, we can make progress toward
restoring the morale and readiness of
our Armed Forces.

Currently, the administration is con-
ducting a defense review. My motion
would ensure that the reconciliation
bill before us provides not only the re-
sources for these overdue reforms, but
also funds to substantially strengthen
air, sea, and land forces in the near
term.

Today in Defense Week there is a
very interesting article entitled ‘‘Fed-
eral Spending Blueprint Limits De-
fense Dollars’’:

Congress has set aside so much of the $5.6
trillion budget surplus—for a tax cut, Social
Security, Medicare and more—that just $12
billion in outlays is left for fiscal 2002 spend-
ing increases across the federal government,
according to officials and documents. . . .

The annual budget reserve figures have not
been previously disclosed. They demonstrate
the limits within which military programs
must compete against other priorities. These
constraints are tighter than is widely
known. While a chorus of voices have advo-
cated increasing the Pentagon budget by up
to $100 billion a year, the new figures show
how difficult even a fraction of that increase
will be to attain.

Mr. President, I ask unanimous con-
sent that the article from Defense
Week be printed in the RECORD.

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

[From Defense Week, May 21, 2001]
FEDERAL SPENDING BLUEPRINT LIMITS
DEFENSE DOLLARS
(By John M. Donnelly)

Congress has set aside so much of the $5.6
trillion budget surplue—for a tax cut, Social
Security, Medicare and more—that just $12
billion in outlays is left for fiscal 2002 spend-
ing increases across the federal government,
according to officials and documents.

The relatively small pot of money for
budget boosts sets tight limits on the re-
sources available for Defense Secretary Don-
ald Rumsfeld’s emerging plans for the mili-
tary.

In the budget resolution that Congress
passed earlier this month, lawmakers pen-
cilled in plans for the massive surplus that
largely ignore the Pentagon. All told, $504
billion of the $5.6 trillion surplus is reserved
for any spending, defense or otherwise, above
what’s currently planned in federal budgets.
But in not one of the next five fiscal years
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does the amount in the reserve exceed $20
billion in outlays, said William Hoagland,
majority staff director of the Senate Budget
Committee, in an interview.

The annual budget reserve figures have not
been previously disclosed. They demonstrate
the limits within which military programs
must compete against other priorities. Those
constraints are tighter than is widely
known. While a chorus of voices have advo-
cated increasing the Pentagon budget by up
to $100 billion a year, the new figures show
how difficult even a fraction of that increase
will be to attain.

Still the Department of Defense and En-
ergy national security programs will not be
starved for cash next year: They’ll get at
least $325 billion in budget authority, about
5 percent more than was appropriated this
fiscal year.

Although the $504 billion surplus is a lot of
money, on an annual basis, it becomes avail-
able only slowly, according to the plan.

After the $12 billion in outlays reserved for
the fiscal year that begins Oct. 1, Congress
left $19 billion reserved for fiscal 2003, $10 bil-
lion for fiscal 2004, $11 billion for 2005 and $20
billion for 2006, Hoagland said. Those figures
taken into account the annual rate at which
taxes would be slashed in the Senate-passed
tax-cut bill, he said.

He hastened to add that those reserve dol-
lars could increase, because the budget reso-
lution is a blueprint and Congress has yet to
actually authorize and appropriate the
money. On the other hand, many analysts
contend that the pool of reserve money is
likely to be smaller than the current projec-
tion.

HOW BIG A RAISE?

Calls for annual Pentagon budget boosts of
between $50 billion and $100 billion have be-
come commonplace as the rising cost of
maintaining an aging force structure and 2
million active-duty military and civilian
personnel has become more evident. Recent
press reports have indicated the Pentagon
may even ask for increases of up to $50 bil-
lion a year.

The annual dollar amounts described by
Hoagland represent what’s left in the next
five years to increase the budget of any fed-
eral department or agency above President
Bush’s plan. Once Rumsfeld and Bush unveil
the findings of a review of military priorities
in the coming weeks, the Pentagon is ex-
pected to ask for a raise in fiscal 2002 above
what Bush put forth in a ‘‘placeholder’ de-
fense budget in late February.

The question of the hour is: How much of
a raise?

“Budget authority’ is the total amount
that Congress empowers the executive
branch to make available for programs; the
“outlay’ figure applicable in this case is the
estimated value of the checks the govern-
ment will sign. In a given year, the Penta-
gon’s outlays typically represent about 60
percent of its budget authority.

Consequently, assuming that all the re-
serve $12 billion in outlays is slated for the
Pentagon alone (an arguably risky assump-
tion), then Bush would need to ask for per-
haps an additional $20 billion in budget au-
thority, roughly speaking.

The president’s February budget requested
$325 billion in budget authority for Defense
and Energy security programs. That was $16
billion more than President Clinton’s plan
for fiscal 2002 and $14 billion over Congress’s
appropriation for the current fiscal year.

Consequently, $20 billion in a additional
budget authority now would make the Pen-
tagon’s budget $36 billion higher than Clin-
ton had planned for fiscal 2002 and $34 billion
above this year’s mark. That’s big money,
but far less than the $90 billion a senior de-
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fense official recently told Defense Week was
required.

Although far less of an increase than many
have predicted or hoped for, such an increase
would not be insignificant and would be
criticized in some quarters as unneeded a
decade after the Cold War ended.

ASSUMPTIONS QUESTIONED

There are several reasons to suspect that
the $504 billion reserve for the next 10 years
may end up smaller than predicted.

According to a non-partisan analyst, Ste-
ven Kosiak of the Center for Strategic and
Budgetary Assessments, a defense think
tank in Washington, D.C., the budget blue-
print assumes that non-defense spending will
not grow much faster than inflation.

But if those programs grow by 1 percent
above inflation, then the $504 billion reserve
over 10 years would be cut more than 50 per-
cent, Kosiak says. Domestic programs have
been kept below inflation only in 1996 and
during two years of the Reagan administra-
tion, a Democratic aide said. Over the past
decade, the growth has averaged 2 percent,
Kosiak said.

If past is prologue, the reserve won’t mate-
rialize. But Bush has promised to hold the
line on government outlays.

All told, when a host of other non-defense
priorities are considered, Kosiak sees $700
billion in non-military items competing for
the $504 billion pot.

In addition, many Republicans are com-
mitted to adding to the 11-year $1.35 trillion
tax cut now being debated or to pass sepa-
rate tax cut measures in the future. That,
too, would threaten the Pentagon’s share of
the pie.

Finally, the Congressional Budget Office’s
assumptions about the economy’s growth un-
dergird the projected surplus. If those as-
sumptions fail to come true, the surplus
itself may not materialize, some experts
warn. For example, according to Kosiak,
CBO concedes there’s a 50-50 chance that its
five-year projections of the surplus could be
off by $250 billion, either plus or minus.

If CBO has overstated economic growth,
the impact on the reserve could be substan-
tial. Kosiak says that ‘“‘even a very modest
reduction” of future growth could com-
pletely eliminate the $500 billion reserve.

However, when the CBO has been wrong
lately, it has underestimated the economy’s
strength and so understated the size of U.S.
revenues. New revenue numbers are due this
summer, and they may change the fiscal pic-
ture.

Mr. McCAIN. I asked the Office of
Management and Budget Director to
send me information as to how much
we were going to spend on defense both
this year and in the next 10 years. No
answer. There has not been even an es-
timate as to what the supplemental
will be. We are about to enact one of
the most massive tax cuts in history,
and we do not have any idea how much
money is going to be devoted to defense
spending and how much is going to be
left over for it.

I believe the American people and
Members of this body have a right to
know that answer. This motion basi-
cally says that we should wait, as far
as the top tiers are concerned, until we
find out how much money is going to
be spent on defense.

It instructs the Budget Committee to
come up with the information that is
necessary for us to make these deci-
sions in the overall context of other
spending but most importantly defense
spending.
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I campaigned all across this country
telling service men and women that
help was on the way. So far not one
penny of help has been on the way. So
far we have not had a supplemental ap-
propriations bill to meet the pressing,
compelling needs just to Kkeep our
planes flying, our ships at sea, and our
men and women in the military. We do
not have the supplemental. We have no
estimate of what our defense spending
needs are going to be for the next 10
years. According to recent informa-
tion, including from Defense Week,
there will be very little.

I urge the adoption of the motion to
commit with instructions.

Mr. President, how much time do I
have remaining?

The PRESIDING OFFICER. The Sen-
ator has 3 minutes remaining.

Mr. McCAIN. I yield back the re-
mainder of my time.

Mr. REID. Is the Senator from New
Hampshire ready to proceed?

The PRESIDING OFFICER. Does the
Senator from Nevada yield back time
on the McCain amendment?

Mr. BAUCUS. Yes. Mr. President, all
time in opposition to the amendment is
yielded back.

Mr. MCCAIN. Could I say to my
friend, my understanding is that Sen-
ator CONRAD wanted to speak on this
motion to commit, so I want to reserve
2 minutes of my time remaining for
Senator CONRAD, if he wants to speak.
If not, I will yield it back.

Mr. BAUCUS. I yield back all time. If
Senator CONRAD wants to speak for 2
minutes later on during the day, I
think we can find time to let him
speak on the amendment.

Mr. MCCAIN. What is the point?
What is the problem? I reserve the 2
minutes.

Mr. BAUCUS. So we can go on with
this amendment.

The PRESIDING OFFICER. The Sen-
ator has reserved 2 minutes.

Without objection, it is so ordered.

Mr. REID. Mr. President, the Senator
from New Hampshire is next in order to
speak for not more than 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. SMITH of New Hampshire. Mr.
President, on behalf of the leader, I ask
unanimous consent that following the
two previously scheduled votes that
will begin at approximately 6:08 this
evening, the Senate proceed to votes in
relation to the pending amendments in
the order in which they were offered. 1
ask consent that there be 2 minutes
equally divided for debate between the
votes.

The PRESIDING OFFICER. Is there
objection?

Mr. REID. Mr. President, reserving
the right to object, that time may slide
a little bit because the two leaders
have their leader time reserved. They
may use that. So with that in mind, I
have no objection.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SMITH of New Hampshire. On be-
half of Senator MCCAIN, I ask unani-
mous consent that it be in order for me
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to ask for the yeas and nays on the
McCain amendment and on the McCain
motion to commit.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. SMITH of New Hampshire. I ask
for the yeas and nays on the McCain
amendment and the McCain motion to
commit.

Is there a sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. SMITH of New Hampshire. What
is the pending business before the Sen-
ate?

The PRESIDING OFFICER. The Sen-
ator from New Hampshire has 5 min-
utes.

AMENDMENT NO. 680

Mr. SMITH of New Hampshire. Mr.
President, I call up my amendment No.
680.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from New Hampshire [Mr.
SMITH] proposes an amendment numbered
680.

Mr. SMITH of New Hampshire. I ask
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To remove the limitation that cer-

tain survivor benefits can only be excluded

with respect to individuals dying after De-

cember 31, 1996)

On page 802, after line 21, add the fol-
lowing:

SEC. 803. REMOVAL OF LIMITATION.

(a) IN GENERAL.—Section 101(h) of the In-
ternal Revenue Code of 1986 (relating to ex-
clusion of survivor benefits from gross in-
come) is amended by adding after paragraph
(2) the following new paragraph:

“(3) APPLICATION.—This subsection shall
apply to amounts received after December
31, 2000.”".

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

Mr. SMITH of New Hampshire. Mr.
President, there is no more noble call-
ing than for those who choose to put
their lives on the line every day to
serve and protect our families.

On November 29, 1989, about 12 years
ago, New Hampshire State Trooper
Gary P. Parker from Wolfeboro, NH,
was tragically killed in the line of
duty. He left behind his wife Amy, a 16-
month-old son Gregory, and a daughter
Lindsay, who was to be born just 10
weeks after Trooper Parker lost his
life.

Amy Parker is now alone with her
grief and was faced with raising both
her son and daughter alone, something
that I can certainly understand since
my father died in the Second World
War when I was 3. I was raised by my
mother, with my brother, without a
dad.
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But, fortunately, because her hus-
band had prepared for the unthinkable,
both children were left with a small
survivor benefit pension. Believe it or
not, they were forced to hand over a
large portion of those benefits in taxes
to the Federal Government, leaving the
family very little on which to live.

In 1996, Congress recognized the un-
fairness of this provision and rightly
corrected the oversight. However, the
correction only applied to those who
died after 1997, leaving all of those fam-
ilies who were currently living with
the grief and hardship of a tragic death
with that additional burden still there.

This amendment that I am offering,
amendment No. 680, is a very simple
amendment. I hope I will have the sup-
port of my colleagues. It will correct
this oversight and bring relief to all
the families of law enforcement offi-
cers who have lost their lives in the
line of duty and are currently living
under this inequity in the law.

This is an important amendment
that will send a message to our law en-
forcement community and their fami-
lies that we hold them in the highest
esteem, and we honor them for their
service and sacrifice. We ought not
have the Tax Code of the United States
of America discriminate against them.
I hope we will correct this inequity by
adopting my amendment.

Mr. President, I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be.

The yeas and nays were ordered.

AMENDMENT NO. 723 TO AMENDMENT NO. 680

Mr. SMITH of New Hampshire. Mr.
President, before yielding the floor, I
send a second-degree amendment to the
desk and ask for the yeas and nays on
that.

The PRESIDING OFFICER. The
clerk will report the amendment.

The senior assistant bill clerk read as
follows:

The Senator from New Hampshire [Mr.
SMITH] proposes an amendment numbered 723
to amendment No. 680.

Mr. SMITH of New Hampshire. I ask
unanimous consent reading of the
amendment be dispensed with.

Mr. REID. Objection. Let’s read this.

The PRESIDING OFFICER. Objec-
tion is heard.

The senior assistant bill clerk read as
follows:

At the appropriate place, add the fol-
lowing:
SEC. . PERMANENT MORATORIUM ON IMPOSI-

TION OF TAXES ON THE INTERNET.

Section 1101(a) of the Internet Tax Free-
dom Act (title XI of division C of the Omni-
bus Consolidated and Emergency Supple-
mental Appropriations Act, 1999; 47 U.S.C.
151 note) is amended by striking ‘‘during the
period beginning on October 1, 1998, and end-
ing 3 years after the date of the enactment of
this Act” and inserting ‘‘after September 30,
1998,

Mr. SMITH of New Hampshire. Mr.
President, this amendment will perma-
nently extend the current moratorium
on the imposition of taxes on the Inter-
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net. It will also stop those who wish to
establish a national sales tax from
doing so. In May of last year, the
House overwhelming passed this legis-
lation, and the American people
strongly oppose taxing the Internet
and they vehemently oppose a national
sales tax.

Mr. President, let us not forget, as a
result of leaving the Internet to its
own device, we have seen an explosion
in Internet trade, commerce and infor-
mation available to consumers. Numer-
ous organizations have backed my
amendment to extend the moratorium
on Internet taxes, including the Asso-
ciation of Concerned Taxpayers, U.S.
Business and Industrial Council, and
United Seniors Association. Now some
have argued that it is not a level play-
ing field because Internet companies
don’t pay taxes. Well, this is absolutely
not true. Every business and every per-
son is required to pay all tax demanded
by their state and local government,
and just about every business does.
And those that don’t can expect the
tax man to come a knock’n.

Mr. President, my amendment would
only continue the current moratorium.
It does not abolish any sales or use tax
nor does it prevent any government
from taking or even increasing sales or
use taxes on its own residents. And it
also prohibits local or state govern-
ment in one state from imposing a tax
on businesses or people in another
state without a proper nexus—nor
could they impose a national sales tax.

If we don’t pass this legislation, busi-
nesses will not only be subject to the
state and local governments from
which they reside, but could be open to
nearly 30,000 state, local, and munic-
ipal cities and towns 1looking to
squeeze businesses and individuals for a
few extra dollars.

Indeed, the vast array of federal,
state, and even international bureau-
crats needed to implement these pro-
grams and regulations would add on
enormous amount of cost, paperwork
and redtape which would not only
hinder commerce and growth, but will
crush small businesses.

Local governments argue that if they
can require so-called brick and mortar
businesses to pay sales taxes on main
street, then they should be allowed to
force business men and women in other
states to collect these taxes as well.

Well, I disagree. And the Supreme
Court disagrees as well. In National
Bellas Hess v. Illinois (1967), Complete
Auto Transit, Inc. v. Brady 333 (1977),
and the Supreme Court’s ruling (in
Quill v. North Dakota, 1992) held that
states attempting to tax out-of-state
commerce without a proper nexus was
unconstitutional. By allowing states to
tax businesses and people in another
state, and if we establish a national
sales tax, we do this at our own peril.

Mr. President, we must say ‘no’”’ to
those who want to raise taxes—we
must say ‘“‘no’”” to those who want to
tax the Internet—and we must say
“no’”” to those who want a national
sales tax.
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Mr. President, I urge passage of my
amendment.

Mr. President, I renew my request for
the yeas and nays on the second de-
gree.

The PRESIDING OFFICER. Is there a
sufficient second? At the moment,
there is not a sufficient second.

Mr. SMITH of New Hampshire. I yield
the floor.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I rise to
address the underlying amendment. It
is a good idea. There is no reason for
the exclusion of certain income under
survivor benefits with respect to per-
sons who died before 1996. Sometimes
those benefits are distributed after
1996, and I think the amendment of-
fered by the Senator from New Hamp-
shire is a good one.

I must say, I am a little bit surprised
by the second-degree amendment. It is
not an improvement on the first de-
gree. It is an entirely different subject.
It is a subject which is not in the juris-
diction of this committee. I urge the
Senator, frankly, to withdraw it or
maybe offer the amendment later on.
We have not debated that issue at any
length. At least with respect to the un-
derlying amendment, I think the Sen-
ator has a good idea.

Mrs. CARNAHAN. Mr. President, I
would like to take a moment to explain
that while I wholeheartedly support ex-
tending the current moratorium on
Internet access taxes, I must oppose
this amendment.

I believe that we should, and I am
confident that we will, pass legislation
this year that extends the moratorium
on Internet access taxes. However, I
think it is crucial that the legislation
we pass to extend the ban on access
taxes also address the ability of states
to require remote sellers to collect and
remit sales taxes.

The Internet is still a growing and
dynamic innovation and I believe that
we must ensure that its development is
not encumbered by discriminatory tax-
ation. However, as the Internet be-
comes an increasingly important me-
dium for the transaction of commerce,
an unlevel playing field is emerging.
While sales transacted at main street
businesses are subject to state sales
taxes, goods sold over the Internet are
often free of such taxes.

This creates two distinct problems.
First, brick-and-mortar retailers are
being subjected to a competitive dis-
advantage as consumers are able to
purchase goods over the Internet with-
out having to pay state sales tax on
them. This situation provides a dis-
incentive to shop at traditional retail
locations and could have very negative
long-term consequences for main street
retailers.

The second problem is that state and
local governments rely on sales tax
revenues for education, transportation
infrastructure, law enforcement serv-
ices, fire protection and more. The rise
in untaxed electronic commerce is
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eroding state and local governments’
revenue bases and may eventually com-
promise their ability to provide these
essential services.

Therefore I believe that we must ad-
dress the issue of the collection of
state sales taxes, and I fear that if this
amendment is adopted, the impetus to
deal with such issues will be dimin-
ished.

I look forward to the opportunity to
support an extension to the current
moratorium in the context of a larger
bill that also deals with the ability of
states to require remote sellers to col-
lect and remit sales taxes.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Mr. President, on behalf of
Senator KENNEDY, I call up amendment
No. 684.

The PRESIDING OFFICER. There is
still time remaining on the second-de-
gree amendment—25 seconds.

Mr. BAUCUS. If the Senator from
New Hampshire is willing, I am willing
to yield back the remainder of our time
on both the first- and second-degree
amendments.

Mr. SMITH of New Hampshire. Mr.
President, I yield back.

Mr. BAUCUS. I yield back the re-
mainder of our time as well.

The PRESIDING OFFICER. All time
is yielded back.

AMENDMENT NO. 684

Mr. REID. Mr. President, I call up
amendment No. 684.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Nevada [Mr. REID], for
Mr. KENNEDY, for himself, Mr. DoDD, and Mr.
JOHNSON, proposes an amendment numbered
684.

Mr. REID. Mr. President, I ask unan-
imous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 9, between lines 14 and 15, insert:

‘“(4) DELAY OF TOP RATE REDUCTION.—

‘“(A) IN GENERAL.—Notwithstanding para-
graph (2), with respect to a calendar year, no
percentage described in that paragraph shall
be substituted for 39.6 percent until the re-
quirement of subparagraph (B) is met.

“(B) FULLY FUNDING BASIC EDUCATION SERV-
ICES.—The requirement of this subparagraph
is that legislation be enacted that appro-
priates funds for core education programs at
or above the levels that have been authorized
for such programs by the Senate in the fol-
lowing amendments to Senate bill 1 (the Bet-
ter Education for Students and Teachers
Act, 107th Congress):

‘(i) Senate Amendment 360 (107th Con-
gress; as offered by Senator Hagel and Sen-
ator Harkin), which passed the Senate on a
voice vote with no dissenters, to honor the
Federal commitment to provide States with
40 percent of the cost of implementing the
Individuals with Disabilities Education Act,
instead of the 17 percent of costs that the
Federal Government currently provides.

‘(i) Senate Amendment 365 (107th Con-
gress; as offered by Senator Dodd), which
passed the Senate on a vote of 79 to 21, to
provide support under title I of the Elemen-
tary and Secondary Education Act of 1965 (as
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amended by the Better Education for Stu-
dents and Teachers Act) for 100 percent of
the economically disadvantaged children by
2008 rather than the 33 percent who are cur-
rently aided under such title.

‘‘(iii) Senate Amendment 375 (107th Con-
gress; as offered by Senator Kennedy), which
passed the Senate on a vote of 69 to 31, to im-
prove teacher quality for all students under
the bipartisan agreement reflected in part A
of title II of the Elementary and Secondary
Education Act of 1965 (as amended by the
Better Education for Students and Teachers
Act).

‘“‘(iv) Senate Amendment 451 (107th Con-
gress; as offered by Senator Lincoln), which
passed the Senate on a vote of 62 to 34, to im-
prove the quality of education available to
bilingual students with limited English pro-
ficiency, especially in light of the nation’s
growing immigrant population.

“(v) Senate Amendment 563 (107th Con-
gress; as offered by Senator Boxer), which
passed the Senate on a vote of 60 to 39, to en-
sure that more of the nation’s 7,000,000
latchkey children have access to safe, con-
structive activities after school while their
parents are at work.

Mr. REID. Mr. President, because
supporters of this bill assert that the
size of the total tax cut is not so large
as to prevent adequate funding of the
nation’s education needs, and prior to
passage of this tax cut, many of this
tax cut’s supporters also voted to pass
education amendments that anticipate
meeting the nation’s core education
funding needs, it is the purpose of this
amendment to provide that reductions
of the top marginal income tax rate
will not take effect unless funding is
provided at the levels authorized in
amendments to Senate bill 1, the Bet-
ter Education for Students and Teach-
ers Act, 107th Congress, that have been
adopted by the Senate with respect to
the Individuals With Disabilities Edu-
cation Act, title I, State Grants for
Disadvantaged Students, and part A of
title II, Teacher Quality, of the Ele-
mentary and Secondary Education Act
of 1965, as amended by the Better Edu-
cation for Students and Teachers Act,
and provisions of such Act concerning
the education of students with limited
English proficiency, and after school
care in 21st Century Learning Centers.

I yield back the time on this amend-
ment.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Very briefly, Mr. Presi-
dent, to help clarify where the man-
agers of the bill are on this amend-
ment, I think it is a very good amend-
ment, but I cannot agree to it. Essen-
tially, it is conditional. It violates the
Constitution. This is not the time and
place for this particular amendment,
even though it is meritorious, not on
this bill.

I yield back the remainder of my
time.

The PRESIDING OFFICER. The Sen-
ator from Wisconsin.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that the pending
amendment be temporarily set aside.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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AMENDMENT NO. 724

Mr. FEINGOLD. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Wisconsin (Mr. FEIN-
GOLD), for himself and Mr. KOHL, proposes an
amendment numbered 724.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To eliminate the Medicaid death
tax)

On page 314, after line 21, add the fol-
lowing:

SEC. 803. ELIMINATION OF MEDICAID ESTATE RE-
COVERY REQUIREMENT.

(a) MEDICAID AMENDMENT.—

(1) IN GENERAL.—Section 1396p(b) of Title
42, U.S.C., is amended—

(A) in paragraph (1), by striking ‘‘except
that’ and all that follows and inserting ‘‘ex-
cept that, in the case of an individual de-
scribed in subsection (a)(1)(B), the State
shall seek adjustment or recovery upon sale
of the property subject to a lien imposed on
account of medical assistance paid on behalf
of the individual.”’;

(B) in paragraph (2)(B), by striking ‘‘in the
case of a lien on an individual’s home under
subsection (a)(1)(B),”’;

(C) in paragraph (3), by striking ‘‘(other
than paragraph (1)(C))’; and

(D) by striking paragraph (4).

(2) EFFECTIVE DATE.—The amendments
made by paragraph (1) shall apply to individ-
uals dying on or after the date of enactment
of this Act.

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the reductions of the
rates of tax under section 2001(c) of the In-
ternal Revenue Code of 1986 (as amended by
section 511 of this Act) with respect to es-
tates of decedents dying and gifts made in
such manner as to increase revenues by
$120,000,000 in each fiscal year beginning be-
fore October 1, 2011.

Mr. FEINGOLD. Mr. President, my
amendment would eliminate the Med-
icaid Estate Recovery Program, the
real ‘‘death tax’’ for thousands of elder-
ly of modest means. It offsets the cost
of eliminating this program by shaving
back the reductions in the estate tax
rates.

The Medicaid Estate Recovery Pro-
gram may be the most regressive tax of
all. It effectively imposes a 100 percent
estate tax on our most vulnerable citi-
zens—severely disabled seniors who are
impoverished. It is levied against the
first dollar of the estate’s value.

At a time when we are considering
completely eliminating all estate taxes
on the super wealthy, it is indecent to
retain a 100 percent tax on the estates
of those with practically nothing.

The average annual cost of nursing
home care is about $40,000 or about $110
per day. That cost poses an enormous
burden on many elderly or disabled in-
dividuals, many of whom are forced to
spend down a lifetime’s savings before
they become poor enough to qualify for
Medicaid. After having spent down
those savings, a home may be the only
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thing they have left to leave to their
children.

The estate recovery program not
only places liens on homes, I also un-
derstand that personal property may
be at risk in some areas. Grandma’s
locket may have little material worth
but may have great sentimental value
to children and grandchildren. Never-
theless, they may go on the block, too,
and there is strong anecdotal evidence
that many forgo needed care in order
to avoid losing their homes and per-
sonal property to the estate recovery
program.

The estate recovery program does lit-
tle to offset the cost of Medicaid, ac-
counting for only one-tenth of one per-
cent of the funding for the program ac-
cording to data from the Congressional
Research Service.

In fact, there is reason to believe
that the estate recovery program may
not even achieve this tiny savings, but
instead may actually result in greater
Medicaid expenditures. Individuals who
forgo nursing home care to avoid liens
on their homes and personal keepsakes
may end up requiring far more expen-
sive care as a result, and the ensuing
higher cost of care only leaves the tax-
payers worse off because of this self-ne-
glect.

The estate recovery program can
work a real hardship on surviving
spouses. After surviving the chronic ill-
ness of their loved one, and spending
down their life’s savings, they then
must cope with a lien on their home.
As the Congressional Research Service
notes, though claims on an individual’s
estate cannot be acted upon until after
the death of the surviving spouse, liens
placed on houses can affect an individ-
ual’s financial credit, preventing that
spouse from mortgaging property, get-
ting a bank loan, or taking out a new
credit card in order to pay for essential
living expenses such as home repairs
like a new furnace or a leaking roof.

This program turns States into Real-
tors and pawn brokers. Some States
have simply not implemented the pro-
gram, and I understand that among
them is the President’s home State of
Texas. Under my amendment the rest
of the country would conform to the
practice of Texas.

Mr. President, my amendment gets
States out of the real estate business.
It ends a program that dissuades elder-
ly with severe disabilities from seeking
the care they need while generating a
pitifully small revenue stream. It ends
the 100 percent ‘‘death tax’ that is im-
posed on families with the most modest
means.

I urge my colleagues to support this
amendment.

Mr. President, I ask unanimous con-
sent that the pending amendment be
temporarily set aside.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, since there
is nobody on the other side, I think
somebody should be here before we do
this.
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Mr. FEINGOLD. Mr. President, it was
for that reason that I did not ask for
the yeas and nays on my amendment.

Mr. REID. I wonder if we could have
someone on the other side. It is really
unfair without someone being over
there.

Mr. BAUCUS. Mr. President, if there
is some way we could work out waiting
for a couple minutes so the chairman
of the committee could be here, I think
that would be appropriate.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that I be recog-
nized at that point.

Mr. REID. Reserving the right to ob-
ject, I say to my friend from Wisconsin,
we are going to run out of time at 4
o’clock and have to go to 4:08; is that
correct?

The PRESIDING OFFICER. The vote
is scheduled at 6:08, and there is to
have been 2 hours prior to the vote.

Mr. REID. Remember, at 6 o’clock
the debate was supposed to start with
Senator JUDD GREGG having 5 minutes
and Senator BAUCUS 3 minutes.

The PRESIDING OFFICER. The Sen-
ator is correct. The Parliamentarian is
incorrect.

Mr. REID. I will make sure that,
under leader time, the Senator from
Wisconsin is protected to offer his
amendments.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, if there is
some problem that I find at a later
time, Senator BAUCUS and I find with
Senator GRASSLEY not being here, it
appears all Senator FEINGOLD is doing
is offering amendments, just as Sen-
ator SMITH did and Senator MCCAIN.
Having had the break, I don’t see any-
thing wrong with that. If anyone does,
we will find out about it later.

The PRESIDING OFFICER. The Sen-
ator from Wisconsin.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that the current
amendment be set aside.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 725

Mr. FEINGOLD. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Wisconsin [Mr. FEIN-
GOLD] proposes an amendment numbered 725.

Mr. FEINGOLD. I ask unanimous
consent that reading of the amendment
be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
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(Purpose: To increase the income limits ap-
plicable to the 10 percent rate bracket for
individual income taxes)

On page 7, line 24, strike ‘‘$12,000° and in-
sert ‘‘$15,000"".

On page 8, line 1, strike ‘‘$10,000” and in-
sert ‘$11,250"".

On page 9, in the table between lines 11 and
12, strike column relating to 39.6 percent.

Mr. FEINGOLD. Mr. President, this
amendment is about tax fairness.

The bill before us is tilted heavily to-
ward high-income taxpayers. According
to Citizens for Tax Justice, when this
bill’s tax cuts are fully phased in, the
highest-income one percent of tax-
payers would receive 35 percent of the
benefits of the bill. The majority of
taxpayers in the bottom three-fifths of
the population would get only a little
more than 15 percent of the bill’s bene-
fits.

When this bill’s tax cuts are fully
phased in, the one percent of taxpayers
with the highest incomes would receive
an average tax cut of more than $44,000,
while taxpayers in the middle fifth of
the population would receive an aver-
age tax cut of less than $600.

Even as a share of their income,
those with the highest incomes would
receive greater benefits under this bill.
According to the Center on Budget and
Policy Priorities, when fully phased in,
this bill’s tax cuts would increase the
after-tax income of the highest-income
one percent of families by an average
of 5 percent, but it would increase the
average after-tax income of the middle
fifth of families by just a little more
than 2 percent.

Nationwide, only 907,990 taxpayers, or
70 of a percent of taxpayers are in the
top tax bracket. But that group is not
too small to capture the attentions of
this tax bill. In response to an inquiry
from Senator ROCKEFELLER during the
Finance Committee markup on Tues-
day, the Joint Committee on Taxation
indicated that reducing the top rate
from 39.6 percent to 36 percent in steps
over 10 years costs $120 billion in this
bill. That’s $120 billion for fewer than a
million taxpayers. In contrast, fully 128
million taxpayers do not fall into the
top tax bracket and would get no bene-
fits whatsoever from the reduction in
the top tax rate.

In my own State of Wisconsin, fewer
than 15,600 taxpayers, or %o of a per-
cent of taxpayers, are in the top tax
bracket, and fully 2.5 million taxpayers
are not in the top tax bracket.

My amendment is a simple one. It
would strike the cut in the top income
tax rate, and use the savings to in-
crease the amount of income covered
by the 10 percent income tax bracket.
It would thus reduce the already large
benefits to that less than one percent
of the population with incomes of more
than $297,000, and use the savings to
give tax cuts to all income taxpayers.

Mr. President, this amendment would
restore a modicum of fairness to this
bill, and I urge my colleagues to sup-
port it.

Mr. President, I ask unanimous con-
sent that the pending amendment be
temporarily set aside.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

MOTION TO COMMIT WITH INSTRUCTIONS

Mr. FEINGOLD. Mr. President, I send
a motion to commit to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Wisconsin [Mr. FEIN-
GOLD] moves to commit the bill to the Fi-
nance Committee with instructions that the
Committee report the bill back within 3
days, with changes that would strike all the
estate tax rate reductions in the bill and use
the savings to expand the amounts of the es-
tate tax unified credit exemption amounts.

Mr. FEINGOLD. Mr. President, it is
no secret that the benefits of this bill
are not fairly distributed. The highest-
income one percent receive 35 percent
of this bill’s benefits.

A significant contributor to this im-
balance is the estate tax provisions of
the bill. Even under current Ilaw,
roughly 98 percent of Americans will
never have to pay a cent of estate tax.
So this bill’s $145 billion in estate tax
cuts will benefit only the wealthiest 2
percent of Americans, and will have no
benefit for the other 98 percent of us.

But even in the estate tax provisions
themselves, this bill tilts unnecessarily
to the very wealthiest.

The bill would increase the unified
credit exemption up to $4 million a per-
son, or $8 million a couple. This change
alone will exempt all but the very
wealthiest Americans from any contact
with the estate tax.

But the bill goes further. It would
also reduce the rate of taxation that
the few extremely wealthy families
who still have to pay the estate tax
would pay. It thus focuses tax cuts on
the very pinnacle of wealth.

Let me give you an idea of the num-
bers. According to an analysis done by
the Center on Budget and Policy Prior-
ities, fewer than 50,000 families in the
entire United States paid any estate
tax at all in 1999. But of those families,
fewer than 3,300 families had estates
larger than $5 million in size. These
small numbers are indicative of the
very few who would benefit from the
rate reductions in this bill.

My motion to recommit would spread
the estate tax relief in this bill more
broadly. My motion would instruct the
Finance Committee to strike all the
estate tax rate reductions in the bill
and use the savings to expand the
amounts of the estate tax unified cred-
it exemption amounts. Thus under my
motion, more relatively smaller es-
tates would be exempted from taxation
altogether. I have been told that elimi-
nation of the rate reductions would
allow the unified credit exemption to
increase to $6 million, or $10 million a
couple.

This motion would give complete es-
tate tax relief to more families earlier
than the underlying bill.

That is the direction we should go,
and I urge my colleagues to support it.
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Madam President, I ask unanimous
consent that the pending amendment
be temporarily set aside.

The PRESIDING OFFICER (Ms. COL-
LINS). Without objection, it is so or-
dered.

AMENDMENT NO. 726

Mr. FEINGOLD. Madam President, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Wisconsin [Mr. FEIN-
GOLD] proposes an amendment number 726.

Mr. FEINGOLD. Madam President, I
ask unanimous consent that further
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

(Purpose: To preserve the estate tax for es-
tates of more than $100 million in size and
increase the income limits applicable to
the 10 percent rate bracket for individual
income taxes)

On page 9, between lines 4 and 5, insert the
following:

‘(D) ADJUSTMENTS AFTER 2010.—In pre-
scribing the tables under subsection (f)
which apply with respect to taxable years be-
ginning in calendar year 2011, the Secretary
shall, in addition to the adjustments made
under subparagraph (C) of this subsection,
increase the initial bracket amounts for sub-
section (a) and subsection (b) so as to de-
crease revenues by the amount of revenues
generated by the other provisions of the
amendment creating this provision.”’

On page 63, strike line 4 and all that fol-
lows through page 64, line 16.

On page 65, in line 12, strike ‘‘and before
2011,

On page 66, in the table after line 1, strike
£€2007, 2008, 2009, and 2010 and insert ‘2007
and thereafter”.

On page 68, between lines 14 and 15, fol-
lowing the item relating to 2010, insert the
following:

2011 and thereafter .........c...c....... $100,000,000
On page 106, after line 6, insert the fol-
lowing:

‘(g) Notwithstanding any other provision
of law, this subtitle shall not apply to prop-
erty subject to the estate tax.”

Mr. FEINGOLD. Madam President,
this is a simple amendment. It limits
the estate tax repeal for estates of over
one hundred million dollars and uses
the savings to give tax cuts to all in-
come tax payers.

This debate is about priorities. It is a
debate about where we should devote
our resources.

This amendment provides a clear,
easily definable choice.

The Senate has indicated that re-
forming the estate tax, especially for
small businesses and farms, should be a
priority. I support that goal, but this
bill goes much further than any rea-
sonable limit to address that concern.

This bill goes beyond any common-
sense definition of small businesses or
modest estates. This bill provides mas-
sive amounts to money tax cuts to ex-
tremely wealthy multi-millionaires.

How can anyone suggest that distrib-
uting the nation’s hard-won surplus to
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multi-millionaires should be among
our highest priorities? Literally hun-
dreds of millions of Americans have
more pressing needs.

Specific tax cuts or spending in-
creases come with a price. Every time
we lower a tax rate or create a new tax
loophole, the tax burden on everyone
else increases.

Last year, the Treasury Depart-
ment’s Office of Tax Policy told us how
much we would have saved from our
amendment to cap the estate tax re-
peal at estates of $100 million in size.
At that time, their most current data
was for 1998, for people who died in 1997
and paid taxes in 1998. In that year, 35
estates amounted to more than $100
million. Of those, 31 paid taxes, and 4
did not. Those 31 estates paid $1.4 bil-
lion in taxes, or 7 percent of all estate
taxes. Repealing the estate tax for
those estates would have given those
estates a tax cut averaging $45 million
each.

Too often, the choices we weigh are
heartbreakingly difficult. This is not
one of those cases.

It makes some sense to increase the
current exemption on estates; it makes
no sense at all to repeal the estate tax
for the handful of estates over one hun-
dred million dollars.

Madam President, surely the sup-
porters of estate tax cuts must agree
that eliminating the estate tax on
those handful of estates over one hun-
dred million dollars is not our highest
priority or anywhere close to it.

My amendment eliminates the repeal
of the estate tax on estates of more
than $100 million, and uses the savings
to increase the income tax cut for all
income tax payers. It is a simple
choice.

Madam President, I ask unanimous
consent that the Senate temporarily
set aside the pending amendments.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. FEINGOLD. I thank my col-
leagues.

Madam President, I ask for the yeas
and nays on my amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

At the moment, there is not a suffi-
cient second.

Mr. REID. Which amendment is it?

Mr. FEINGOLD. The last one.

Madam President, I yield the floor.

AMENDMENT NO. 727

Mr. REID. Madam President, I send
an amendment to the desk on behalf of
Senator HARKIN and ask that the prior
amendment be set aside.

The PRESIDING OFFICER. Without
objection, the pending amendment is
set aside.

The clerk will report.

The senior assistant bill clerk read as
follows:

The Senator from Nevada [Mr. REID], FOR
MR. HARKIN, proposes an amendment num-
bered 727.

Mr. REID. Madam President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To delay the effective date of the

reductions in the tax rate relating to the
highest rate bracket until the enactment
of legislation that ensures the long-term
solvency of the social security and medi-
care trust funds)

On page 11, strike lines 14 through 22 and
insert the following:

(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), the amendments made
by this section shall apply to taxable years
beginning after December 31, 2000.

(2) AMENDMENTS TO WITHHOLDING PROVI-
SIONS.—The amendments made by para-
graphs (6), (7), (8), (9), (10), and (11) of sub-
section (b) shall apply to amounts paid after
the 60th day after the date of the enactment
of this Act.

(3) ASSURANCE OF TRUST FUND SOLVENCY.—

(A) CBO CERTIFICATION.—The reductions in
the tax rate relating to the highest rate
bracket under the amendments made by this
section shall not take effect unless the Con-
gressional Budget Office submits to Congress
and the Secretary of the Treasury a certifi-
cation that legislation has been enacted that
ensures the solvency of—

(i) the Federal Old-Age and Survivors In-
surance Trust Fund and the Federal Dis-
ability Insurance Trust Fund for a period of
not less than 75 years; and

(ii) the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Med-
ical Insurance Trust Fund for a period of not
less than 50 years.

(B) APPLICATION.—

(i) IN GENERAL.—Except as provided in
clause (ii), the reductions in the tax rate re-
lating to the highest rate bracket under the
amendments made by this section shall
begin with the rate for the taxable year be-
ginning after the date on which the Congres-
sional Budget Office submits the certifi-
cation described in subparagraph (A).

(ii) RETROACTIVE APPLICATION.—If the Con-
gressional Budget Office submits the certifi-
cation described in subparagraph (A) before
October 1, 2002, this subsection shall be ap-
plied as if this paragraph had not been en-
acted.

Mr. GRASSLEY. Madam President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The senior assistant bill clerk pro-
ceeded to call the roll.

Mrs. LINCOLN. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

Mr. BAUCUS. I object.

The PRESIDING OFFICER. Objec-
tion is heard. The clerk will continue
with the call of the roll.

The senior assistant bill clerk con-
tinued the call of the roll.

Mrs. LINCOLN. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

Mr. REID. Madam President, I yield 2
minutes to the Senator from Arkansas
to offer an amendment.

The PRESIDING OFFICER. The Sen-
ator from Arkansas is recognized.

AMENDMENT NO. 711

Mrs. LINCOLN. Madam President, I
have an amendment at the desk.

The PRESIDING OFFICER.
clerk will report.

The legislative clerk read as follows:

The Senator from Arkansas [Mrs. LINCOLN]
proposes an amendment numbered 711.

The
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Mrs. LINCOLN. Madam President, I
ask unanimous consent that further
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To eliminate expenditures for tui-

tion, fees, and room and board as qualified

elementary and secondary education ex-
penses for distributions made from edu-
cation individual retirement accounts)

On page 31, line 1, strike ‘“‘tuition, fees,”’.

On page 31, line 11, strike ‘“‘room and
board,”’.
Mrs. LINCOLN. Madam President,

the amendment that I am offering
strikes the provision within the edu-
cation savings accounts language that
covers K-12 tuition, fees and room and
board expenses while permitting the
use of ESA tax savings for other edu-
cation-related expenses for all stu-
dents. This amendment will create a
level playing field by providing the
same tax benefits to all parents regard-
less of where they send their children
to school.

Under my amendment, all parents
will be able to take advantage of ESA
accounts for K-12 related expenses to
buy computers, uniforms, or other
items that children use to supplement
or further their education. In short, it
treats all parents equally.

Using ESA accounts for private
school tuition is simply vouchers by
another name. While I strongly believe
in a parents’ right to choose a public
school education or private school edu-
cation for their children, I am con-
cerned that providing a tax incentive
to pay private school tuition will di-
vert the attention and resources need-
ed to improve our public schools.

Strengthening our public schools
should be a priority for all of us. The
philosopher Edmund Burke once said
that ‘‘education is the cheap defense of
nations.” How true that is. If we are to
continue our role as a world leader,
we’ve got to make sure all of our chil-
dren are prepared to pick up where we
leave off. So in my view, education is a
national security issue and an eco-
nomic one as well.

Many of you know that rural devel-
opment is a priority for me, and I am
continually looking for ways to bring
jobs to the impoverished Delta region
where I grew up. Whenever I meet with
industry folks and urge them to con-
sider the Delta, one of their first ques-
tions is: ‘“How are the public schools?”’
They don’t ask about the private
schools, just the public schools. To at-
tract industry anywhere in this coun-
try, we’ve got to have strong public
schools.

My amendment isn’t the silver bul-
let. It is about crafting tax policy that
recognizes the important role public
schools play in our communities, espe-
cially rural communities in poor states
like Arkansas.

As a proud graduate of public schools
of Arkansas, I have enormous faith in
our system of public education. And I
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offer this amendment today, Madam
President, because I am passionate
about fulfilling our responsibility at
the federal level to give schools and
parents the support and resources they
need to be successful.

I urge my colleagues to resist the
false promise the current ESA provi-
sion provides to parents and public
schools and support a tax policy that
treat all parents equally.

The PRESIDING OFFICER. The Sen-
ator’s 2 minutes have expired.

The Senator from Montana.

Mr. BAUCUS. Madam President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Madam President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. I ask that when I suggest
the absence of a quorum momentarily,
the time run equally against both
sides.

The PRESIDING OFFICER. Is there
objection?

Mr. GRASSLEY. Starting now, the 2
hours is evenly divided.

Mr. REID. That is right, except for
the 2 minutes we have already used.

Madam President, has the unanimous
consent agreement been agreed to?

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. GRASSLEY. Madam President,
it has been suggested by some of those
who are opposed to our legislation that
the tax cuts are backloaded, and there
is some legitimacy to that argument,
although don’t forget that the tax rate
reduction that benefits most Ameri-
cans—in fact, every income-tax payer
in America—the new 10-percent brack-
et, going back to January 1, 2001, bene-
fits everybody. From that standpoint,
this legislation is very frontloaded. But
we are dealing with a congressional
budget resolution that was adopted
earlier this month.

The budget surplus, excluding Social
Security, will be $2.3 trillion over the
next 11 years. The proposed tax reduc-
tions over the next 11 years will be $1.3
trillion of that $2.3 trillion.

When one looks at the budget surplus
and the tax cuts on a year-by-year
basis, one will see that tax cuts are de-
signed to stay within the available sur-
plus each and every year. Twenty-nine
percent of the budget surplus occurs
over the next 5 years, and 29 percent of
the tax cut is phased in over the next
5 years. Sixteen percent of the budget
surplus occurs in the last year, while
only 14 percent of the tax cuts occur
the last year. In other words, the tax
cuts are phased in to reflect the sur-
pluses available to pay for them.

To the extent one argues that our
bill is backloaded, our tax relief is
frontloaded for the lower income tax-
payers, particularly that 10-percent
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new bracket about which I have been
talking. The tax cuts for the higher in-
come taxpayers who pay the bulk of
the Federal tax burden come later.

The reason for this is we want to help
lower income taxpayers first, and the
tax surplus itself is phased in. So addi-
tional tax relief needs to wait until the
year 2006. As a result, lower and mid-
dle-income taxpayers benefit by get-
ting their money back first and for the
time value of having that money in
their pocket longer than higher rate
taxpayers.

It amazes me; if we had $1.6 trillion
the President wanted for tax cuts, we
would not have to backload some of
these benefits. Wouldn’t you know that
the people who are complaining about
backloading are the same ones who
voted against the $1.6 trillion tax cut
authority that is in the budget resolu-
tion. They deny us the tools then to
enact full tax cuts today and then com-
plain because we have to wait a few
years to make the tax cuts. These are
the same people who, during the budget
reconciliation debate, cried that 10-
year projections are unreliable. Now
they rely on 20-year projections to
claim that our tax cut will have nega-
tive effects in the second 10 years.

It is a fictitious argument because
the bill ends in 2011. Under Senate
rules, the bill will not be in effect in
the second 10 years.

We are about national priorities, but
that issue was settled last week during
the budget resolution debate. The
budget resolution itself decides what
our national priorities are. This bipar-
tisan tax bill before us then is one part
of the priorities the entire Senate set 2
weeks ago when we voted for the budg-
et resolution by a vote of 52-48.

The Senate Finance Committee in
this bipartisan tax bill is responding to
the majority of the Senate in bringing
this bill before us as one part of every-
thing that was decided in that budget
resolution.

We have had people tell us that we
cannot rely on projected surpluses to
pay for our tax cuts. However, the big-
gest threat to fiscal discipline is higher
spending, not lower taxes. In 1997, Con-
gress and the President agreed to cap
discretionary spending in an effort to
balance the Federal budget. Unfortu-
nately, as Federal revenues rose to
record levels and our deficits turned
into surpluses, these spending caps
were broken.

Since 1997, discretionary spending
has exceeded the budget caps by $272
billion. Over the next 10 years, discre-
tionary spending will exceed the levels
established in 1997 by $1.3 trillion and,
as one can see, that is so close to what
this tax bill is that it is enough to pay
for our entire tax reduction.

No one seems to worry about how un-
reliable the surplus projections are
when we add trillions of dollars in
higher spending to the Federal budget.
It seems as if there is plenty of money
in these 10-year projections if we want
to appropriate money, spend more
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money, but, lo and behold, we bring a
tax bill before the Senate to let people
keep the money they have earned rath-
er than sending it to Washington, and
somehow these 10-year budget projec-
tions we rely upon to make policy deci-
sions are undependable.

I have come to the conclusion, or I
would not be a part of this bipartisan
tax bill, and I would not have voted for
the budget agreement, that there is
plenty of money from the tax surplus
to give tax relief to working men and
women and to do it in a way that is fis-
cally disciplined but, more impor-
tantly, imposes fiscal discipline on a
lot of the big spenders around this Con-
gress who think they know more how
to handle the taxpayers’ money than
the taxpayers do, who believe if we
spend more money, we are going to cre-
ate more wealth.

Common sense dictates that the Gov-
ernment does not create wealth. Com-
mon sense dictates that individual
Americans using the resources of their
labor and their brain create wealth.

On the other hand, if that money
were in the pockets of Members of Con-
gress, it would burn a hole. So we re-
turn it to the taxpayers of America,
and it allows them, through individual
decisionmaking, to decide what they
want to do with that money.

The process is going to turn over
many more times in the economy, par-
ticularly if it is invested, than if we
spend it in Washington in a political
decision as to how the goods and serv-
ices in our country ought to be distrib-
uted. It is better not to make a polit-
ical decision but let the marketplace
empower the individuals to make a
choice. We are going to create more
wealth, and the money is going to turn
over more times in the economy that
way and do more good.

We have also heard the accusation
that we are raiding the trust funds.
Some people continue to suggest that
the tax cut will do this to the Social
Security trust fund and the Medicare
trust fund. Let me explain it this way.

The budget resolution for which I
voted is the basis for this bipartisan
tax bill and also, to some extent, what
the President said in his budget to the
Congress: We can fund our priorities,
we can give tax relief to working men
and women, we can preserve the Social
Security trust fund and the Medicare
trust fund, and we can pay down every
dollar due on the mnational debt
throughout the 10-year projection of
our budget resolution.

There are people who disagree with
that, but obviously the vast majority
of this body understands that to be a
fact.

Under current law, when Social Secu-
rity and Medicare collect more than
they spend—in other words, more in-
come than outgo yearly in the Medi-
care trust fund and the Social Security
trust fund—that money is invested in
U.S. Government bonds. These bonds
are held by the trust fund until needed
to pay benefits. That will be roughly



May 21, 2001

2017 for Social Security, probably
roughly 2010 for Medicare. In the case
of Social Security, that will keep bene-
fits at 100 percent, at least through the
year 2037.

So when people talk about raiding
the trust fund—I don’t know whether
this is their intent—they do mislead
Americans. They want people to be-
lieve we are reducing the balance in
the trust fund to pay for tax reduction.
They know that is not true. The bal-
ance in the trust fund can only be re-
duced to pay for Social Security and
Medicare benefits. The tax cuts cannot
reduce the balance in the trust fund.

Once again, the chart emphasizes
what I first said. It shows we will con-
tinue to have tax surpluses, indicated
by the blue bar, each of the next 10
years. The tax cuts are the red bar and
are a small part of each of those tax
surpluses each year. We can see the
charge of backload. Albeit we are giv-
ing relief to every taxpayer this year,
in 2001, the tax reductions of this bill
kick in over the next few years to re-
flect the growing tax surplus we have
coming into the Federal Treasury.

I hope people see that as a respon-
sible way to make sure we are able to
fund our priorities, maintain the Social
Security/Medicare trust funds, pay
down every dollar due on the national
debt over the next 10 years, and still
give tax relief to working men and
women.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. BAUCUS. I ask the Senator from
North Dakota, does he have an amend-
ment he wishes to offer?

Mr. CONRAD. I have amendments as
discussed, for which we just received
the scoring, so the amendments are
being redrafted and will be here mo-
mentarily. I would like to talk about
the bill if T may, and I ask for 10 min-
utes.

Mr. BAUCUS. I don’t know if we have
10 minutes. There are a lot of Senators
desiring to speak.

Mr. REID. I think the ranking mem-
ber on the Budget Committee deserves
10 minutes. He indicated he would
make sure you were adequately pro-
tected with time, and I told him you
are.

I yield 10 minutes to the Senator
from North Dakota.

Mr. GRASSLEY. I have several Mem-
bers on my side of the aisle who want
part of the 1 hour. I would like to know
who they are and have them get over
here and take up their share; other-
wise, I will use it.

Mr. REID. I think the Senator from
Iowa raises a very good point. We have
attempted this afternoon to get people
to offer amendments. We are about out
of time. I say the same to people on my
side of the aisle. Anyone who wants to
speak or has an amendment to offer,
time is just about gone.

The Senator from North Dakota is
yielded 10 minutes.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.
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Mr. CONRAD. I thank Senator REID
on behalf of the leadership for the
time.

Madam President, the New York
Times said it best of all: ‘““More Tax-cut
Follies.” They made the point that
while some of the provisions have been
improved over what President Bush
proposed, nonetheless, overall this bill
amounts to ‘‘another gross abdication
of fiscal responsibility.”” That sums it
up. That is what this tax bill is, an ab-
dication of fiscal responsibility.

Sometimes I wonder if we learn any-
thing from history. If we look back at
the Reagan, Bush, and Clinton admin-
istrations, we can go back to the time
of the Reagan administration where we
saw a proposal for a massive tax cut, a
massive defense buildup, and an overall
package that did not add up. The re-
sults were to absolutely explode the
budget deficit of the United States. We
went from an $80 billion deficit to over
$200 billion. We quadrupled the na-
tional debt. Then President Bush came
in and the deficits doubled again to
nearly $290 billion.

It was not until 1993, when we put in
place a plan that actually raised in-
come taxes on the wealthiest 1 percent
and cut spending that we were able to
get back on a path to fiscal responsi-
bility, balancing the books. Then in
1997 we passed a bipartisan plan that
finished the job that put us into sur-
plus.

Madam President, it seems we are
forgetting those lessons completely.
We are now headed back to deficits,
back to debt based on a rosy scenario,
based on a massive tax cut, based on a
massive defense buildup. The numbers
we have not yet seen; they are not even
part of the budget resolution; that is
the fatal flaw of the budget resolution.
We don’t have the defense numbers. We
don’t have the money to strengthen
Social Security even though President
Bush says we should. We don’t have the
money to fix the alternative minimum
tax. We don’t have the money for item
after item. The reason is, that when we
get all those items together, we will
find that the overall package does not
add up.

The Philadelphia Inquirer said it
well: ‘“‘Tax-slashers at Work: Once
Started, They Can’t Seem to Stop.”

Just like the frat brothers, the Sen-
ators are going through weird contor-
tions. In the bipartisan mess of a bill
that the committee worked on yester-
day, one gimmick is to phase in
ballyhooed tax breaks over periods as
long as a decade.

With other tax breaks, the bill does
the opposite trick: Providing tax relief
right away, then supposedly ending it a
few years down the road.

That is called backloading, and this
bill is loaded with it. The bill costs
$1.35 trillion in the years 2001 to 2011.
But look what happens in the second 10
years. It explodes. The cost goes up to
over $4 trillion. That is because item
after item is back-loaded.

The estate tax is one example. The
cost in the first 10 years is $1.45 billion.
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Look at what happens in the second 10
years when they completely eliminate
the estate tax. The cost goes up to $790
billion right at the time the baby
boomers retire.

The same thing happens with the es-
tate tax rate. The 2011 repeal masks
massive costs. We can see the cliff ef-
fect of the estate tax.

It does not end there. It continues
with the marriage penalty but in a dif-
ferent way. With the marriage penalty,
they don’t put it into place until the
year 2004. There is no marriage penalty
relief until then. Then they increase
relief so it takes full effect in the year
2008.

But it doesn’t stop there because
they have done the same thing with
the alternative minimum tax. They
hide backloading by sunsetting the al-
ternative minimum tax relief right in
the middle of the period. It is bizarre.
They start out by providing alternative
minimum tax relief, and then they
take it away.

What will happen with the alter-
native minimum tax? We are going to
go from 1.5 million people being af-
fected by the alternative minimum tax
to, when this bill passes, nearly 40 mil-
lion people.

It is just not the back end loading
that makes no sense; it is the lack of
fairness. This bill we have before the
Senate gives the top 20 percent of tax-
payers 70 percent of the benefits. It
gives the bottom 20 percent 1 percent
of the benefits. It doesn’t strike me as
fair.

But the evidence of unfairness goes
on and on. The top 1 percent gets twice
as much of the benefits as the bottom
60 percent. The top 1 percent of tax-
payers who earn on average $1.1 million
a year get 33.5 percent of the benefits.
The bottom 60 percent of American
taxpayers get 15 percent of the bene-
fits, one-half as much.

The evidence of the unfairness in this
bill is in item after item. Perhaps the
most interesting part of this bill is the
various rate brackets. There are five
rate brackets. Every one of them gets
rate relief except one. What do you
think the one is? The one is the 15-per-
cent bracket where 70 percent of Amer-
ican taxpayers are; 70 percent of Amer-
ican taxpayers get no rate relief under
this bill. But as you go up the income
ladder, you get more and more gen-
erous relief. The big bucks, the big ben-
efits go to those at the very top. The
biggest, highest income folks get the
biggest rate relief of all. It is not fair.

We have heard discussion in this
Chamber that it is a big improvement
over what President Bush proposed.
There is some improvement but not
much. Under the Bush plan, the top 20
percent of taxpayers got 72 percent of
the benefits. Under this plan, the top 20
percent get 70 percent of the benefits.

The other thing that has been said
about this bill is it is a stimulus to lift
the economy. There is precious little
stimulus in this bill. We passed in the
Senate $85 billion of stimulus. What
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came back from conference and what is
in this bill is $10 billion, $10 billion in
nearly a $9 trillion economy. There is
precious little stimulus in this bill.

As I pointed out, this bill is flawed in
even more ways. The number of tax-
payers affected by the alternative min-
imum tax explodes under this bill. Boy,
are those folks in for a big surprise.
Today, 1.5 million people are caught up
in the alternative minimum tax. Under
this bill, at the end of the 10-year pe-
riod nearly 40 million people will be af-
fected by the alternative minimum
tax. Those folks, nearly 1 in 4 Amer-
ican taxpayers, are not getting a tax
cut. They are going to get a tax in-
crease. They are going to have it as a
result of the flaws of this bill.

There has been a lot of talk that this
bill is reducing the debt. It is reducing
the publicly held debt. That is this red
line on this chart. It will go from $3.4
trillion today down to about $800 bil-
lion. But another part of the debt is in-
creasing. That is the debt that is owed
to the trust funds of the United States.
You can see that this debt is going to
go from about $2 trillion to over $5.5
trillion. And the overall, the gross debt
of the United States is actually in-
creasing from $5.6 trillion today, to $6.7
trillion at the end of this 10-year pe-
riod.

So all the talk about paying down
debt, one part of the debt is being paid
down, but the overall debt is actually
increasing.

Here is the sad history of Federal
debt. This is what has happened to it
from 1950 to 1999. In 1981, the last time
we followed the fiscal policy that is
embraced by this bill, we saw the debt
of the United States absolutely explode
to $56.6 trillion, which is where it is
today. At the end of this period, the
gross debt of the United States is going
to be $6.7 trillion. Here we are passing
a massive tax cut. Shame on us. Shame
on us for pushing this debt onto our
kids. We are the ones who ran up this
debt. This was during our time. This
was on our watch. This is while we
were in charge and we ran up this debt
and it is going to continue.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. CONRAD. I ask my colleagues to
think carefully and oppose this bill.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. Madam President, I
yield 7 minutes to the Senator from
Pennsylvania.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania is recognized.

Mr. SPECTER. Madam President, I
thank my distinguished colleague from
Iowa for yielding the time.

I am going to be submitting for the
RECORD an amendment which would
provide for a tax credit for clean coal
technology research, but I am not
going to be pressing for a vote at this
time because of the very crowded cal-
endar and the limitation of time for de-
bate. But in an era when we are strug-
gling with a national energy policy, it
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is my view that we ought to be relying
on coal as a major source of supply to
avoid reliance on foreign oil, and to
ease off on a great many of the con-
troversies which are present as we look
to o0il exploration in a variety of
places.

My own State, Pennsylvania, has
some 7.2 billion tons of demonstrated
reserves of anthracite coal in the
northeastern part of the State and
some 21.4 billion tons of demonstrated
reserves of bituminous coal. Coal is
spread across the United States in
great supply. Notwithstanding the tre-
mendous problems we are having in
finding sources of energy, we have
never developed coal as a source be-
cause of the problems with sulfur diox-
ide and the problems of pollution which
we confronted in the Clean Air Act of
1990.

The legislation I would like to see en-
acted would provide a tax credit for
clean coal technology research. The
distinguished Senator from West Vir-
ginia, Mr. BYRD, has introduced legisla-
tion, S. 60, which provides a broader
range of tax credits regarding which I
have deferred to the Senator’s proposed
legislation. I only recently joined as a
cosponsor to S. 60 because of some con-
cerns which I had about the environ-
mental aspects. But more recently
there has been an addressing of those
concerns, so I think what Senator
BYRD seeks to accomplish in S. 60 is
very sound.

In the reconciliation bill, as we all
know, with the very limited period of
time for debate, there is really not an
opportunity to have the kind of explo-
ration of this issue which is required. I
have talked to a number of my col-
leagues about it and I am advised that
in July, perhaps, there will be on the
floor a tax bill and a energy bill which
would provide a better opportunity for
the in-depth discussion which this
issue requires. But there is no doubt
about the need for additional energy.
There is no doubt about the problems
from OPEC oil and from drilling in
many places which have been proposed,
with environmental concerns. There is
no doubt that coal could provide the
answer if we had clean coal technology
and sufficient tax incentives for people
to move to develop coal as an alter-
native.

Madam President, I ask unanimous
consent a copy of this amendment be
printed in the RECORD.

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

(Purpose: To provide a business credit for 10
percent of research expenses regarding
clean coal technology)

At the end of title VIII, add the following:
SEC. CREDIT FOR CLEAN COAL TECH-

NOLOGY RESEARCH EXPENSES.

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

“SEC. 45G. CLEAN COAL TECHNOLOGY RESEARCH
CREDIT.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the clean coal technology research
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credit determined under this section for the
taxable year is an amount equal to 10 per-
cent of the excess (if any) of—

‘(1) the qualified clean coal technology re-
search expenses for the taxable year, over

‘“(2) the base amount.

“(b) QUALIFIED CLEAN COAL TECHNOLOGY
RESEARCH EXPENSES.—For purposes of this
section—

‘(1) QUALIFIED CLEAN COAL TECHNOLOGY RE-
SEARCH EXPENSES.—

‘‘(A) IN GENERAL.—Except as otherwise pro-
vided in this paragraph, the term ‘qualified
clean coal technology research expenses’
means the amounts which are paid or in-
curred by the taxpayer during the taxable
year which would be described in subsection
(b) of section 41 if such subsection were ap-
plied by substituting ‘clean coal technology
research’ for ‘qualified research’ each place
it appears in paragraphs (2) and (3) of such
subsection.

‘(B) EXCLUSION FOR AMOUNTS FUNDED BY
GRANTS, ETC.—The term ‘qualified clean coal
technology research expenses’ shall not in-
clude any amount to the extent such amount
is funded by any grant, contract, or other-
wise by another person (or any governmental
entity).

‘(C) SPECIAL RULE.—For purposes of this
paragraph, section 41 shall be deemed to re-
main in effect for periods after June 30, 2004.

¢“(2) CLEAN COAL TECHNOLOGY RESEARCH.—

‘““(A) IN GENERAL.—The term ‘clean coal
technology research’ means research regard-
ing the uses and development of clean coal
technology.

‘(B) CLEAN COAL TECHNOLOGY.—The term
‘clean coal technology’ means technology
which—

‘(i) uses coal to produce 45 percent or more
of its thermal output as electricity, includ-
ing advanced pulverized coal or atmospheric
fluidized bed combustion, pressurized fluid-
ized bed combustion, integrated gasification
combined cycle, or any other technology for
the production of electricity,

‘(i) has a maximum design heat rate of
not more than 9,000 Btu/kWh when the design
coal has a heat content of more than 8,000
Btu per pound, and

‘“(iii) has a maximum design heat rate of
not more than 10,500 Btu/kWh when the de-
sign coal has a heat content of 8,000 Btu per
pound or less.

‘‘(c) BASE AMOUNT.—For purposes of this
section, the term ‘base amount’ means the
amount which would be determined for the
taxable year under section 41(c) (without re-
gard to paragraph (4) thereof) if such sub-
section were applied by substituting ‘quali-
fied clean coal technology research expenses’
for ‘qualified research expenses’ each place it
appears.

“(d) COORDINATION WITH CREDIT FOR IN-
CREASING RESEARCH EXPENDITURES.—Any
qualified clean coal technology research ex-
penses for a taxable year to which an elec-
tion under this section applies shall not be
taken into account for purposes of deter-
mining the credit allowable under section 41
for such taxable year.

‘‘(e) SPECIAL RULES.—

‘(1) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (1)
and (2) of section 41(f) shall apply for pur-
poses of this section.

“(2) ELECTION.—This section shall apply to
any taxpayer for any taxable year only if
such taxpayer elects to have this section
apply for such taxable year.

¢“(3) COORDINATION WITH DEPARTMENT OF EN-
ERGY PROGRAM.—The amount of any credit
allowed a taxpayer under subsection (a) for
the taxable year shall not be taken into ac-
count for purposes of determining the Fed-
eral share of any clean coal technology
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project of such taxpayer receiving or sched-
uled to receive funding under the Clean Coal
Technology Program of the Department of
Energy.”.

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

(1) IN GENERAL.—Section 38(b) (relating to
current year business credit), as amended by
section 620, is amended by striking ‘‘plus’ at
the end of paragraph (14), by striking the pe-
riod at the end of paragraph (15) and insert-
ing ‘¢, plus”, and by adding at the end the
following new paragraph:

‘“(16) the clean coal technology research
credit determined under section 45G.”".

(2) TRANSITION RULE.—Section 39(d), as
amended by section 620, (relating to transi-
tional rules) is amended by adding at the end
the following new paragraph:

‘‘(12) NO CARRYBACK OF SECTION 45G CREDIT
BEFORE ENACTMENT.—No portion of the un-
used business credit for any taxable year
which is attributable to the clean coal tech-
nology research credit determined under sec-
tion 45G may be carried back to a taxable
yvear ending before the date of the enactment
of section 45G.”".

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable) is amended by adding
at the end the following new subsection:

“(d) CREDIT FOR QUALIFIED CLEAN COAL
TECHNOLOGY RESEARCH EXPENSES.—

‘(1) IN GENERAL.—No deduction or credit
shall be allowed for that portion of the quali-
fied clean coal technology research expenses
(as defined in section 45G(b)) otherwise al-
lowable as a deduction or credit for the tax-
able year which is equal to the amount of
the credit determined for such taxable year
under section 45G(a).

¢“(2) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (2), (3), and (4)
of subsection (c) shall apply for purposes of
this subsection.”.

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 620, is amended by adding at the end the
following new item:

‘“Sec. 45G. Clean coal technology research
credit.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2001.

Mr. SPECTER. Since I have a few
more minutes remaining, I would like
to comment about the bill generally.

When President Bush established a
target of $1.6 trillion in a tax cut over
a 10-year period, it was my view that it
was a reasonable figure. It is very hard
to pick out a figure without any preci-
sion, but I was prepared to follow the
lead that President Bush had estab-
lished which was based upon the pro-
jection of a surplus over the 10-year pe-
riod of some $5.6 trillion.

I have said before that I was willing
to see the figure up to $1.6 trillion. It
has been reduced somewhat to $1.350
trillion now over an ll-year period. I
think that is an accommodation which
is reasonable. The President and the
Administration have come forward and
accepted that as a reasonable alloca-
tion, but still, in my view, it depends
upon that surplus materializing.

I am concerned about having a repeat
of what happened with the Kemp-Roth
legislation which was enacted in 1981,
where we had substantial tax cuts. At
the beginning of President Reagan’s
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term, there was a national debt of $1
trillion, and it escalated to $4 trillion
in the course of 8 years. I think that is
a path which we do not want to repeat.
A tax cut will stimulate the economy.
I think it is useful, but at the same
time we do not want to add to the na-
tional debt.

Paying down the deficit is also a very
good way to stimulate the economy by
eliminating the Government’s use of a
portion of the capital and having it
come into private hands. There have
been quite a number of discussions
about ways to have the so-called trig-
ger mechanism, that if the surplus does
not hold up, there will be a time for re-
evaluation as to what we are doing
with respect to the tax cut.

Of course, it is always possible for
Congress to revisit this as a legislative
matter. Although from my experience,
I know it is much harder to get a tax
increase—much, much harder to get a
tax increase—than it is to get a tax
cut, and for good reason. The Govern-
ment at the National, State, and local
level now takes an enormous bite.

We had a battle in 1993, the first year
of President Clinton’s administration,
when I opposed the tax increase. How-
ever, I do think it is important to keep
our eye on many balls at the same
time, and on the ball to be sure that
the surplus materializes.

I know the manager has given me 7
minutes, but I was negotiating for 10.
So I will ask Senator GRASSLEY, if I
could have his attention, for my other
3 minutes at this time.

Mr. GRASSLEY. Two minutes then. I
have Senator GRAMM who needs some
time. I grant the Senator 2 more min-
utes.

Mr. SPECTER. At the end of the 2
minutes, I will have to ask for another
minute, I say to Senator GRASSLEY. It
will take more time than the full allo-
cation. How about 3 minutes? Going,
going——

Mr. GRASSLEY. Please take 2 min-
utes.

Mr. SPECTER. The balance of my 3-
minute speech, which will now be con-
densed, relates to a concern on the es-
tate tax. I do believe the estate tax is
burdensome. The exemption of $675,000
is not realistic. We ought not to burden
small businesses and the family farm
with the threat of sale or disillusion or
problems on the death of the principal.
But, I do believe there is some ground
where billionaires ought not to escape
the estate tax.

I am not sure exactly what that fig-
ure is, but we do not want to create a
situation for inherited wealth to elimi-
nate incentives in America. It may be
that $100 million is an appropriate fig-
ure, perhaps even somewhat less.

Also, in the elimination of the estate
tax, which is not triggered for some 11
years, there are some real problems
which will be caused when there will be
taxes on capital gains. Obviously, while
we ought not to tax twice, we ought
not to have a system where people
avoid taxes entirely with the stepped-
up basis. That is very complicated.
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I am concerned generally with what
may happen on unintended con-
sequences. Once we start to deal in the
tax field, the unintended consequences
may take over. It is my hope that we
can have some balance.

I see the Presiding Officer with the
gavel, so I yield the floor.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Who yields time?

Mr. REID. Madam President, how
much time does the minority have?

The PRESIDING OFFICER. The mi-
nority has 44% minutes.

Mr. REID. And the majority?

The PRESIDING OFFICER. The ma-
jority has 31 minutes 44 seconds.

Mr. REID. The Senator from Massa-
chusetts, Mr. KERRY, wishes to offer an
amendment. I yield him 5 minutes.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

AMENDMENT NO. 721

Mr. KERRY. Madam President, I call
up amendment No. 721.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

The Senator from Massachusetts
KERRY) proposes an amendment No. 721

The amendment is as follows:
(Purpose: To exempt individual taxpayers

with adjusted gross incomes below $100,000

from the alternative minimum tax and
modify the reduction in the top marginal
rate)

On page 9, between lines 11 and 12, strike
the table and insert the following:

(Mr.

The corresponding percentages shall be
substituted for the following percentages:

28% 31% 36% 39.6%

“In the case of taxable
years beginning during cal-
endar year:

27%
26%
25%
25%
25%

30%
29%
28%
28%
28%

35%
34%
33%
33%
33%

39.1%

39.1%
39%
38%
37%

2002, 2003, and 2004 ..
2005 and 2006 ... .
2007 and 2008 ...
2009 and 2010 ... .
2011 and thereafter ......

Strike section 701 and insert:

SEC. 701. ALTERNATIVE MINIMUM TAX EXEMP-
TION FOR CERTAIN INDIVIDUAL
TAXPAYERS.

(a) EXEMPTION.—Section 55 (relating to im-
position of alternative minimum tax) is
amended by adding at the end the following:

¢“(f) EXEMPTION FOR CERTAIN INDIVIDUALS.—

‘(1) REDUCTION IN TENTATIVE MINIMUM
TAX.—

‘““(A) IN GENERAL.—In the case of an indi-
vidual, the tentative minimum tax for any
taxable year (determined without regard to
this subsection) shall be reduced by the ap-
plicable percentage.

‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage with respect to a taxpayer is 100
percent reduced (but not below zero) by 10
percentage points for each $1,000 (or fraction
thereof) by which the taxpayer’s adjusted
gross income for the taxable year exceeds
$100,000.

‘(2) PROSPECTIVE APPLICATION IF SUB-
SECTION CEASES TO APPLY.—If paragraph (1)
applies to a taxpayer for any taxable year
and then ceases to apply to a subsequent tax-
able year, the rules of paragraphs (2) through
(5) of subsection (e) shall apply to the tax-
payer to the extent such rules are applicable
to individuals.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
yvears beginning after December 31, 2001.
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Mr. KERRY. This is an amendment
which seeks to address the problem of
the alternative minimum tax in this
bill. My amendment would exempt all
taxpayers with incomes of $100,000 or
less from the alternative minimum
tax, as it is known.

For millions of Americans, the tax
cut under consideration today is a
phantom tax cut. It is a phantom tax
cut because some don’t get it at the
outset, and it is a phantom tax cut
that, because of the alternative min-
imum tax, millions will be pushed into
a tax bracket that they were never in
previously, and that will take away
from them the very tax cut they are
being promised.

The alternative minimum tax was
created, as we know, in 1969, to curtail
the ability of high-income individuals
to escape payment of income tax
through various deductions, exclusions,
and exemptions. It is effectively a sep-
arate tax system that rides parallel to
the normal tax system. It was origi-
nally intended to prevent wealthier
people from being able to make use of
credits and deductions and thereby es-
cape any tax liability whatsoever.

In 1998, we began to notice that
something was happening that was un-
intended. There was an encroachment
of the AMT on middle-class taxpayers.
That year, our omnibus appropriations
bill included a provision allowing tax-
payers to claim personal tax credits—
such as the HOPE and lifetime learning
credits, as well as the adoption credit—
without being pushed into the AMT Ili-
ability. In 1999, we extended this provi-
sion through this year.

Last year, about $1.3 million tax-
payers confronted AMT liability. Under
the current law, that number would
climb to over 17 million taxpayers in
2010. But under the bill before us, the
number of taxpayers subject to the
AMT will climb to nearly 40 million by
2011. As a result, overall alternative
minimum tax liability will rise from
about $6 billion in the year 2000 to
nearly $40 billion in 2010.

The increase in AMT liability, for the
most part, is attributable to inflation,
but unlike the AMT, the regular tax
system is indexed for inflation. The
AMT is not. The personal exemptions,
standard deduction, and tax brackets
increase annually. Under the AMT, the
exemption amounts and the tax brack-
ets remain constant. Thus, every year
taxpayers whose incomes rise with in-
flation are taxed at the same rate
under the regular income tax but they
are increasingly penalized by the AMT.

It is simply fraudulent to say in this
tax bill that we are offering a great
number of Americans tax relief when
we know we are pushing millions of
Americans into the alternative min-
imum tax. That is No. 1.

Secondly, everybody knows this is
coming down the road, and yet we are
under the limits of the total tax cut of
$1.35 trillion. We know there is going to
be a cost of several hundred billion
over a number of years in order to pay
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for the tax cut we are giving because
the consequence of this tax cut is to
create a liability on the AMT. But lo
and behold, we do not pay for it. That
means, once again, the Congress is pre-
pared to defer the tough decisions from
today into the future. And everybody
knows what will happen in the future.
That will, indeed, be dealt with, and it
will mean it is a much larger tax cut
than is even being promised to the
American people today.

For taxpayers, navigating the maze
of AMT rules is a significant adminis-
trative burden. The National Taxpayer
Advocate at the IRS ranks the AMT as
one of the most burdensome areas of
tax law. To comply with the AMT, tax-
payers must compute their regular tax
liability and then recalculate their
AMT liability using a different base of
income, different exemptions, and dif-
ferent tax rates.

The AMT also applies different treat-
ments to certain income deductions,
exclusions, and credits that may be
used by taxpayers under the regular in-
come tax. In essence, taxpayers are re-
quired to apply two methods of ac-
counting—one for the regular tax and
one for the AMT.

If Congress fails to adequately ad-
dress the AMT problem, the coverage
will gradually shift from higher income
taxpayers to more and more middle-
class American taxpayers in States
with high income and property taxes,
such as States like Massachusetts that
are particularly hard hit, because
under the AMT, taxpayers are prohib-
ited from deducting State and local
taxes. In addition, as the grasp of the
AMT spreads, incentives in the regular
tax systems, such as the HOPE and the
lifetime learning credits, and the adop-
tion credit, completely lose their effec-
tiveness. Not only do we create a liabil-
ity, but we undo a benefit that we have
put into effect previously.

Madam President, the amendment I
am proposing today would ensure that
the AMT never touches the vast major-
ity of middle-class Americans. It is
simple and straightforward. It exempts
all taxpayers with incomes of $100,000
or less from the AMT.

As many employees in high-tech
firms have already learned, stock op-
tions are another item treated dif-
ferently under the AMT.

The Joint Committee on Taxation, in
its recent tax simplification report,
recommended complete repeal of the
alternative minimum tax. The com-
mittee stated in its report, ‘‘the alter-
native minimum tax can be a trap for
the unwary, especially for large fami-
lies, and creates disparate treatment of
taxpayers depending on where they
live.”

Despite the overwhelming sentiment
against the AMT, the legislation before
us moves in the opposite direction.
While the bill would provide some lim-
ited AMT relief through 2006, all such
relief would be repealed in 2007.

Even with the purported AMT fix in
the bill before us, during the next five
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years, the number of taxpayers subject
to the AMT will continue to rise stead-
ily—nearly doubling next year alone.
In 2002, as a result of the bill before
us—with its combination of significant
rate reductions and limited AMT re-
lief—thousands of taxpayers will find
themselves confronted for the first
time by the AMT. And during the sec-
ond five years, the number of taxpayers
subject to the AMT will explode, reach-
ing nearly 40 million in 2011.

In short, the tax bill’s proponents
want to give Americans a tax cut with
the right hand and take it away with
the left hand. It is misleading—it is de-
ceptive—and for millions of Americans,
it is a phantom tax cut.

And finally, it is fiscally irrespon-
sible. Nobody truly believes Congress
will allow the AMT to hit 40 million
taxpayers. But the solution has been
put off for another day. When we fi-
nally deal with the problem, it will be
expensive—perhaps costing as much as
$300 billion.

The amendment I am proposing
today would ensure that the AMT
never touches the vast majority of
middle-class Americans. It is simple
and straightforward. My amendment
would exempt all taxpayers with in-
comes of $100,000 or less from the AMT.

By exempting taxpayers with in-
comes below $100,000 from the AMT,
the amendment protects the original
goal—to ensure that wealthy individ-
uals do not entirely escape taxation—
while also ensuring that the AMT will
never touch the vast majority of
maiddle-class taxpayers.

The Joint Committee on Taxation es-
timates that exempting taxpayers with
incomes below $100,000 from the alter-
native minimum tax will cost $110 bil-
lion over the next ten years. That is a
small price to pay to ensure that mid-
dle-class Americans are able to benefit
from the proposed tax reduction.

The Joint Committee on Taxation
further estimates that the amendment
would eliminate AMT liability for 18
million taxpayers. If the amendment
passes, 18 million middle-class tax-
payers will be freed from the unin-
tended burden of the alternative min-
imum tax.

We should not miss our opportunity
to address the growing AMT problem.
We should not wait. AMT reform de-
serves more than the token measures
included in the bill before us. Anything
less is misleading and fiscally irrespon-
sible. I urge my colleagues to support
my amendment.

The PRESIDING OFFICER. The Sen-
ator from Nevada.

Mr. REID. Madam President, I yield 4
minutes to the Senator from Con-
necticut, Mr. LIEBERMAN, to offer an
amendment.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

AMENDMENT NO. 693

Mr. LIEBERMAN. Madam President,
I rise to speak on amendment No. 693
which would offer a rebate of $300 to
every taxpayer, income tax and payroll
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taxpayer, in the United States within
weeks of its passage.

Labels like conservative, liberal, or
moderate are used very loosely in our
politics and take on a new meaning
from moment to moment. For example,
the tax plan in the bill before us has
been described as moderate or conserv-
ative. I have always understood the
definition of ‘‘fiscal conservatism’ or
“moderation’ to be centered on fiscal
responsibility and balanced budgets.

This tax plan is not fiscally respon-
sible because it wastes the projected
surpluses the American people have
earned on a too big tax cut, more than
we can afford, a tax cut that will take
us back into deficits and raise interest
rates and, I fear, raise unemployment,
and a tax cut that commits nothing of
the non-Social Security and Medicare
surpluses to pay down our national
debt, which is still over $3 trillion.

Because I consider myself a fiscal
conservative or fiscal moderate, I will
therefore vote against this tax bill.

I have been thinking of the bill in nu-
tritional terms lately: The old line
““you can have too much of a good
thing,” ‘“you can eat too much of a
good thing’’—ice cream, for instance. It
ultimately is not good for your system.
We strive for a balanced diet.

This is an imbalanced budget pro-
posal. Tax cuts are a good thing, but
our economy can have too much of
them. That is exactly what this bill
does.

It leaves out business tax incentives,
growth incentives, and it leaves out
the kind of genuine short-term fiscal
stimulus that our uncertain economy
needs today and that was part of the
budget resolution we adopted last
month. Our plan adopted in the budget
resolution was fair, fast, and fiscally
responsible.

Unfortunately, the so-called stimulus
included in this bill that is on the floor
today does none of those things. It is
not fair because it provides no relief to
millions of Americans who do not pay
income taxes. It is not fast because it
is phased in over 11 years. And it is cer-
tainly not fiscally responsible because
it is part of a budget-busting tax cut.

That is why this amendment offers a
stimulus that is the real thing, a plan
that will get cash into the hands of
America’s consumers and into the
veins of our economy in a matter of
weeks.

This amendment will reduce, as of
July 1, the 15-percent rate for all in-
come-tax payers to 10 percent, but it
goes beyond that and sends a $300
check to every American taxpayer, in-
come tax or payroll tax. That means
individuals would receive $300; joint fil-
ers, husband and wife, couple, $600; and
it creates a separate category of rebate
which is $450 this year in a check to
single heads of households.

This is the kind of relief and rebate
America’s workers and taxpayers and
families need now. I urge my col-
leagues to support this amendment.

I thank the Chair.
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The PRESIDING OFFICER. Is the
Senator calling up his amendment?

Mr. LIEBERMAN. I was, indeed, call-
ing up amendment No. 693.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows.

The Senator from Connecticut [Mr. LIE-
BERMAN], for himself and Mr. DASCHLE, pro-
poses an amendment numbered 693.

Mr. LIEBERMAN. I ask unanimous
consent that reading of the amendment
be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide immediate tax refund

checks to help boost the economy and help

families pay for higher gas prices and en-
ergy bills and to modify the reduction in
the maximum marginal rate of tax)

On page 7, line 15, insert ‘‘(12.5 percent in
taxable years beginning in 2001)” after ‘‘per-
cent’.

On page 13, between lines 15 and 16, insert
the following:

SEC. . REFUND OF INDIVIDUAL INCOME AND
EMPLOYMENT TAXES.
(a) REFUND.—

(1) IN GENERAL.—Subchapter B of chapter
65 (relating to rules of special application in
the case of abatements, credits, and refunds)
is amended by adding at the end the fol-
lowing new section:

“SEC. 6428. REFUND OF INDIVIDUAL INCOME AND
EMPLOYMENT TAXES.

‘‘(a) GENERAL RULE.—Except as otherwise
provided in this section, each individual
shall be treated as having made a payment
against the tax imposed by chapter 1 for any
taxable year beginning in 2001, in an amount
equal to the lesser of—

‘(1) the amount of the taxpayer’s liability
for tax for the taxpayer’s last taxable year
beginning in calendar year 2000, or

‘“(2) the taxpayer’s applicable amount.

‘“(b) LIABILITY FOR TAX.—For purposes of
this section, the liability for tax for the tax-
able year shall be the sum of—

‘(1) the excess (if any) of—

““(A) the sum of—

‘“(i) the taxpayer’s regular tax liability
(within the meaning of section 26(b)) for the
taxable year, and

‘(ii) the tax imposed by section 55(a) with
respect to such taxpayer for the taxable
year, over

‘“(B) the sum of the credits allowable under
part IV of subchapter A of chapter 1 (other
than sections 31, 33, and 34) for the taxable
year, and

‘(2) the taxes imposed by sections 1401,
3101, 3111, 3201(a), 3211(a)(1), and 3221(a) on
amounts received by the taxpayer for the
taxable year.

‘‘(c) APPLICABLE AMOUNT.—For purposes of
this section—

‘(1) IN GENERAL.—The applicable amount
for any taxpayer shall be determined under
the following table:
“In the case of a tax-

payer described in:

Section 1(a) .ovvvevivviiiiiiieeea

The applicable
amount is:
$600

Section 1(b) .. $450
Section 1(c) .. $300
Section 1(d) ..... $300
Paragraph (2) ..cccocvvriiiiiiiiiiiiinans $300.

¢“(2) TAXPAYERS WITH ONLY PAYROLL TAX LI-
ABILITY.—A taxpayer is described in this
paragraph if such taxpayer’s liability for tax
for the taxable year does not include any li-
ability described in subsection (b)(1).

“(d) DATE PAYMENT DEEMED MADE.—

‘(1) IN GENERAL.—The payment provided
by this section shall be deemed made on the
date of the enactment of this section.
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‘(2) REMITTANCE OF PAYMENT.—The Sec-
retary shall remit to each taxpayer the pay-
ment described in paragraph (1) within 90
days after such date of enactment.

¢“(3) CLAIM FOR NONPAYMENT.—Any tax-
payer who erroneously does not receive a
payment described in paragraph (1) may
make claim for such payment in a manner
and at such time as the Secretary prescribes.

‘‘(e) CERTAIN PERSONS NOT ELIGIBLE.—This
section shall not apply to—

‘(1) any individual with respect to whom a
deduction under section 151 is allowable to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins,

‘(2) any estate or trust, or

‘“(3) any nonresident alien individual.”’.

(2) DETERMINATION OF WITHHOLDING TA-
BLES.—Section 3402(a) (relating to require-
ment of withholding) is amended by adding
at the following new paragraph:

¢“(3) CHANGES MADE BY RESTORING EARNINGS
TO LIFT INDIVIDUALS AND EMPOWER FAMILIES
(RELIEF) ACT OF 2001.—Notwithstanding the
provisions of this subsection, the Secretary
shall modify the tables and procedures under
paragraph (1) to reflect the amendments
made by section 101 of the Restoring Earn-
ings To Lift Individuals and Empower Fami-
lies (RELIEF) Act of 2001 with respect to the
10-percent rate bracket, and such modifica-
tion shall take effect on July 1, 2001, as if the
lowest rate of tax under section 1 (as amend-
ed by such section 101) was the 10-percent
rate effective on such date.”.

(3) CONFORMING AMENDMENTS.—

(A) Section 1324(b)(2) of title 31, United
States Code, is amended by inserting before
the period ‘‘, or enacted by the Restoring
Earnings To Lift Individuals and Empower
Families (RELIEF) Act of 2001,

(B) The table of sections for subchapter B
of chapter 65 is amended by adding at the
end the following new item:

‘“‘Sec. 6428. Refund of individual income and
employment taxes.”.

(4) EFFECTIVE DATES.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by
this subsection shall take effect on the date
of the enactment of this Act.

(B) AMENDMENTS TO WITHHOLDING PROVI-
SION.—The amendments made by paragraph
(2) shall apply to amounts paid after June 30,
2001.

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the reduction in the
highest marginal tax rate in the table con-
tained in section 1(i)(2) of the Internal Rev-
enue Code of 1986, as added by section 101(a),
as necessary to offset the decrease in reve-
nues to the Treasury for each fiscal year re-
sulting from the amendments made by sub-
section (a).

Mr. LIEBERMAN. Madam President,
I ask for the yeas and nays on the
amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is not a sufficient second at
this time.

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. I yield 10 minutes
to the Senator from Texas.

The PRESIDING OFFICER. The Sen-
ator from Texas is recognized for 10
minutes.

Mr. GRAMM. Madam President, I
thank the distinguished chairman of
the Finance Committee. I congratulate
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him on the new leadership he has
brought to the committee. I can’t
imagine a chairman doing a better job
under more difficult circumstances. He
has impressed everybody with his fair-
ness to both Republican and Democrat
Members.

I thank Senator BAUCUS for working
with us on a bipartisan basis. The prod-
uct before us is not perfect, but then
we are not in the business of perfec-
tion. And there is still an opportunity
to improve. I congratulate them.

There are four things I need to do,
and I have only 10 minutes to do it so
I am going to try, even though I speak
very slowly, to do it quickly.

AMENDMENT NO. 736

Mr. GRAMM. First, I send an amend-
ment to the desk and ask for its imme-
diate consideration.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows.

The Senator from Texas [Mr. GRAMM] pro-
poses an amendment numbered 736.

Mr. GRAMM. Madam President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To ensure debt reduction by
providing for a mid-course review process)

At the appropriate place, insert the fol-
lowing:

“SEC. .MID-COURSE REVIEW.

‘“(a) IN GENERAL.—Notwithstanding any
other provision of law, if at the end of fiscal
year 2003 or 2010, the Secretary of the Treas-
ury certifies that the actual reduction in
debt held by the public since fiscal year 2001
is less than the actual surplus of the Old
Age, Survivors, and Disability Insurance
Trust Fund and the Medicare Federal Hos-
pital Insurance Trust Fund since fiscal year
2001, any Member of Congress may introduce
and may make a privileged motion to pro-
ceed to a bill that implements a mid-course
review.

*(b) MID-COURSE REVIEW LEGISLATION.—To
qualify under subsection (a), a bill must
delay any provision of this Act or any subse-
quent Act that takes effect in fiscal year 2004
or 2011 and results in a revenue reduction or
causes increased outlays through mandatory
spending, and must also limit discretionary
spending in fiscal year 2004 or 2011 to the
level provided for the prior fiscal year plus
an adjustment for inflation. It shall not be in
order to consider any amendment to mid-
course review legislation that does not affect
spending and tax reductions proportionately.

“(c) PREVENTION OF UNINTENDED TAX IN-
CREASES OR BENEFIT CUTS.—Notwithstanding
any other provision of law, any provision of
this Act or any subsequent Act that would be
affected by the legislation described in sub-
section (b) shall become final if no mid-
course review legislation is enacted into law.

Mr. GRAMM. Madam President, this
is a very simple amendment. There will
be a vote on a trigger amendment
later. I am adamantly opposed to that.
It is very poor economic policy for the
Congress to put itself in a straitjacket
where if we were in a recession in the
future, we could lock America into a
tax increase and, in the process, make
the economy worse and potentially
turn a recession into a depression.
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Secondly, the trigger amendment
which will be voted on later tonight, in
addition to holding out the prospect of
putting us in a straitjacket and having
an automatic tax increase in a reces-
sion, holds out the prospect that Con-
gress could literally spend itself into a
tax increase without ever having to
vote for the tax increase. What the
amendment actually says is, if we are
not meeting our deficit reduction tar-
gets, taxes would go up automatically.

There are only two reasons you
would not meet the targets. One is you
are spending a lot more money than
you said you were going to spend in the
budget, in which case we ought not to
be rewarding profligate spending by
pouring more gasoline on the fire with
a tax increase to fund more spending.
Or, two, we are in a recession and we
don’t want to turn a recession into a
depression.

Knowing that my colleagues are de-
termined to deal with this issue, I have
put together an amendment that does
it in a rational way. It has two mid-
course reviews—one in 2003, one in
2010—that if we don’t meet our debt re-
duction targets, if the Secretary of the
Treasury certifies we don’t, on a highly
privileged basis a resolution would
come before the Senate that would
allow us to debate controlling spending
and deferring the tax cut, but there
would be a rational decision. And the
tax cut would not become permanent
until we have at least exercised that
decision in terms of the decisions we
make in the Senate to act or not act.

It is the rational way to do some-
thing. I hope my colleagues will look
at doing it in that rational way.

I have covered triggers in my re-
marks. I am hoping that if the trigger
amendment fails, that my amendment
would be accepted. In fact, if the trig-
ger amendment passed, I would still
hope my amendment would be accept-
ed.

There is an amendment before us
that tries to say that there is some-
thing wrong with the way the Presi-
dent gave the tax cut to the lowest
bracket. What the President did, in-
stead of cutting the 15-percent rate, he
gives enough money in tax cuts for the
15-percent bracket to cut it to 14 per-
cent and then ultimately to 13 percent
for everybody. But in trying to help
lower income people, he creates a new
bracket at 10 percent. The net result is,
for the people in the lowest income
part of the 15-percent bracket, he gives
a 33-percent tax cut. For the people in
the highest part of the 15-percent
bracket, he gives a 9-percent tax cut.
But the effect is exactly the same in
terms of the dollars you pay in taxes as
if you had lowered it from 14 to 13 per-
cent for people in the highest part of
the income bracket.

We have an amendment before us
that has been offered by two of my
Democrat colleagues that creates the
impression that somehow there is
something wrong with the President’s
plan because some people don’t get a
reduction in rates.
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The fact is, they get a dramatic re-
duction in rates with the new 10-per-
cent bracket. It is an incredible par-
adox that something that was aimed at
helping the poorest workers in America
the most is now held up by Democrats
as an excuse to raise marginal tax
rates on the highest income workers. I
trust my colleagues will not fall for
that poor, weak argument and that it
will fail.

Here is my point. A, this is not a
huge, irresponsible tax cut, this is a
modest tax cut. Of every dollar we are
going to send to Washington in the
next 10 years under this bill, how much
do we get back? If we had adopted the
President’s entire package, we would
have gotten 6.2 cents. We are now talk-
ing about roughly 5.2 cents out of every
dollar. How does that compare with the
Kennedy tax cut? That was 12.6 cents
out of every dollar, so it is less than
half that size. The Reagan tax cut of
1981 was 18.7 cents out of every dollar.
It is roughly a third that size. So we
have a tax cut in 1961, 1981, and now in
2001 it is time for America to have a
tax cut. This is a prudent, responsible
tax cut.

It sounds large if your objective was
to spend all this money. And we know
our Democrat colleagues offered $1 tril-
lion of new spending proposals above
the budget this year alone. Also, in the
last 6 months, the Clinton administra-
tion approved, with the Congress, $561
billion in new spending over the next 10
years—almost a third of the tax cut.

This is a tax cut America can afford.
Even with a trillion dollars of new
spending contained in the budget Presi-
dent Bush has proposed, we have a $5.6
trillion surplus. When you take out the
amount of the surplus that belongs to
Social Security, it is $3.1 trillion. The
President asked for $1.6 trillion. We are
giving $1.35 trillion. This tax cut is less
than half of the unclaimed surplus of
the Federal Government. Since when is
giving half the money back to the peo-
ple who earned it irresponsible? I say
only if you intended to spend it is that
irresponsible.

You have heard a lot of talk here
about 45 percent of Americans get no
income tax cut. Well, 45 percent of
Americans don’t pay any income taxes.
Income taxes are for taxpayers. You
have heard our colleagues talking
about, the President of Microsoft is
going to get a Lexus. He already has a
Lexus. What we are trying to do is re-
duce the tax burden to promote invest-
ment and boost the economy.

Let me talk about the richest 1 per-
cent, the most maligned people in
America. The only kind of bigotry that
is still acceptable in America is not
bigotry based on race, or ethnicity, or
religion; you are rightly ostracized by
every right-thinking American if you
have bigotry on that basis. But you can
be bigoted on the basis of success. You
can be bigoted against the successful
and be not only accepted in America
but embraced. I believe it is an out-
rage.
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In 1981, the top 1 percent of income
earners paid 17.9 percent of the tax bur-
den. By 1989, it was 25.2. By 1993, it was
29. Today, 35.6 percent of all income
taxes are paid by the top 1 percent of
income earners. They earn 17 percent
of the income, and they pay 35.6 per-
cent of the taxes.

Now the President did not propose to
reduce that percentage, he proposed
raising it, because he cut the bottom
bracket twice as much as the top
bracket. So under his bill this would go
up to over 36.5 percent. Do you know
what our Democrat colleagues say? It
is not enough. They want to pile a
heavier and heavier burden on success-
ful Americans. I think enough is
enough. That ought to be rejected.

We have reduced the top rate to 36
percent here. It will go down in con-
ference. I have tried, finally, to the ex-
tent I have had the time, to explain the
fallacy of their proposal in terms peo-
ple could understand. Here is a chart
representing an alumni meeting, a
class reunion of Dimmitt High School,
class of 1951. They met in 1991, and they
had a $100 lunch. They had five people
show up, and they decided to divide the
cost up. Do you remember Kent Hance
from the House? He is rich now. Kent
paid $60; Sally paid $20; Lamont paid
$10; Sue paid $10; and Joe, who has done
poorly, paid zero.

Now they meet again, 10 years later,
for their 50th reunion. The restaurant
says: We are going to cut the rate $50
because, gosh, it is their 50th high
school reunion. They were paying $100,
and now they are only paying $50. They
say: All right, let’s cut everybody’s
cost by 50 percent. So Kent pays $30,
Sally pays $10, Lamont pays $5, Sue
pays $5, and Joe doesn’t pay anything.
The Democrats say this is an outrage
because poor Joe gets nothing back,
even though the lunch cost has been
cut in half, $50, and $30 went to Kent,
$10 went to Sally, $6 went to Lamont,
Sue got $5, and poor Joe got zip. Is that
not an outrage? So they want to break
up the class reunion. Their proposal is:
Let Kent pay $50, Sally pay $10, La-
mont and Sue pay zero, but they have
to give Joe $10 back.

Would that make any sense to any-
body? No.

Mr. President, I ask unanimous consent
that the attached chart be included in the
RECORD at the conclusion of my remarks.

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

DIMMITT HIGH SCHOOL, CLASS OF 1951

40TH REUNION, 1991
[Total cost for lunch: $100]

Alumnus

Kent $60
Sally $20
Lamont $10
Sue $10
Joe $0

3X Cost.
Full Cost.
Half Cost.
Half Cost.
No Cost.
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50TH REUNION, 2001
[Total cost for lunch: $50]

Democratic reunion:
Reduce all payments
by $10

Standard reunion: Reduce all payments by 50%

Kent:
$30—3K COS rvvcvvrrrrcreveressenreesssicnnnsess $50

Sally:
$10—Full Cost . $10
mont:
$5—Half Cost .. $0
Sue:
$5—Half COSt .o $0

oe:
F T 0 S —$10 (Refund)

La

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from Nevada.

Mr. REID. Madam President, I yield 5
minutes to the Senator from Massa-
chusetts.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized
for 5 minutes.

Mr. KENNEDY. Madam President, I
think I have heard it all now. My good
friend from Texas is talking about how
outraged he is about the discrimina-
tion against the top 1 percent of tax-
payers being an outrage.

This whole piece of legislation is
really a question of a nation’s prior-
ities. That is basically what we are
talking about. This tax proposal is ir-
responsible and unfair. It is irrespon-
sible for the economic reasons that
have been spelled out by our col-
leagues, and it is unfair in the way it
distributes the resources in this coun-
try.

You don’t have to be a mathematical
genius to see the enormous disparities
that are growing between the wealthi-
est and the neediest in our society.
That has been developing over the pe-
riod of the last 20 years. There has to
be some relief for working families and
the middle class. We agree with that.
But I do think that the American peo-
ple want to fund education priorities
before they give the wealthiest individ-
uals in our society the kinds of tax re-
lief they are receiving.

What are the kinds of priorities? We
talk about education being important.
We have to bring focus and attention
on the investment in our children be-
cause our children are our future. In-
vesting in our children is, one, to make
sure all children are going to be able to
have a headstart experience and are el-
igible for it. We will have an amend-
ment on that.

Secondly, we are going to have the
funding for elementary and secondary
education. That means we are going to
commit to provide well-trained teach-
ers in the classrooms of this country.
We are going to give the option to local
school districts to move to smaller
class size. We are going to have after-
school programs. We are going to also
provide help to local communities that
are meeting their responsibilities for
special needs children. All of that is
going to be included. We are going to
defer the reduction and the highest
rates in this proposal until we are able
to implement those kinds of commit-
ments.
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There it is, Madam President. We
will have a chance, on the one hand, to
invest in our future, in our children,
and say that this is a priority, and
defer the reduction for the wealthiest
individuals in our society.

This is a question of priorities. It is
a question of choice.

Finally, I add my strongest support
to the amendment that has been of-
fered by Senator ROCKEFELLER. Again,
it is a question of priorities. Do we
really mean it when we say we want to
provide a prescription drug benefit pro-
gram for our seniors and for other
needy people in our society?

This legislation does not do so. The
Finance Committee and the Repub-
lican leadership knew how to do it pre-
cisely when they wanted the tax cut.
They knew how to get it, and they set
the time and dates to get it, but that is
not so with regard to a prescription
drug program. The Rockefeller amend-
ment does so.

I hope our senior citizens know their
interests are going to be voted on this
afternoon; not only now, but we are
going to have an additional series of
votes to make sure this institution has
an opportunity to make important
choices.

This afternoon and tonight, one of
the important choices will be: Are we
going to really have a meaningful pre-
scription drug program for the seniors
in this country, which is absolutely es-
sential, particularly when we realize
about whom we are talking. We are
talking about the average senior being
76 years old, widowed, and having im-
portant health needs that can be ad-
dressed by prescription drugs.

The Rockefeller amendment address-
es that, and I again say this is an issue
of choice. It is an issue of priorities. Do
we want to say it is more important to
invest in our children, invest in our fu-
ture, defer the reductions for the
wealthiest individuals who have done
exceedingly well over the years? Do we
want to make a commitment to our
senior citizens in getting a prescription
drug program?

Those are important priorities. Those
are important choices. Those are issues
that are going to be before the Senate.
I am hopeful this body will reflect what
is in the real national interest and sup-
port those amendments. I thank the
Senator from Nevada.

The PRESIDING OFFICER (Mr. F1TZ-
GERALD). The Senator from Nevada.

Mr. REID. Mr. President, I offer 2
minutes to the Senator from Delaware,
Mr. CARPER, and 2 minutes to the Sen-
ator from Rhode Island, Mr. CHAFEE. It
is my understanding they have an
amendment they will offer at a subse-
quent time, so 2 minutes to the Sen-
ator from Delaware and 2 minutes to
the Senator from Rhode Island.

The PRESIDING OFFICER. The Sen-
ator from Delaware is recognized.

Mr. CARPER. Mr. President, I thank
the Senator for yielding. Later this
evening, Senator CHAFEE and I will
offer an amendment to the tax bill that
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we believe is consistent with the budg-
et resolution that passed this Chamber
roughly a month ago with 65 affirma-
tive votes, including votes of 15 Demo-
crats, including this Senator.

That budget resolution provided for a
tax cut over the next 10 years of about
$1.2 trillion, and it also provided for an
extra $300 billion above the baseline for
educational programs, including Head
Start, special education, title I, extra
learning time programs.

When the budget resolution came
back to us from conference, the tax cut
had grown larger by about $150 billion,
and the education moneys we added
were gone.

Senator CHAFEE and I will offer this
amendment in an effort to get us back
to where we thought we ought to be
and still believe we ought to be as a
body and as a country, and that is to
have a tax cut of $1.2 trillion over the
next 10 years and provide an extra $150
billion above the baseline for education
funding.

I want to mention a couple provi-
sions of the amendment. For example,
we create a new 10-percent tax bracket
that will be effective at the beginning
of this year.

We also cut marginal rates for each
of the other tax brackets by 1 percent.
The lowest rate of 15 percent would
drop to 14 percent. The top rate of 39.6
would come down to 38.6. It is an incre-
mental approach to tax cutting that I
believe is more reasonable.

We also anticipate further reductions
later, but we visit with the new eco-
nomic status a couple of years down
the line and consider those further
changes at that time.

We further propose to take the mar-
riage penalty relief this bill offers, to
move it up in time, provide estate tax
relief, doubling the estate tax exclu-
sion, and then indexing it to the rate of
inflation as we go forward.

We double the child tax credit and
make it partially refundable, provide a
college tuition tax deduction of $5,000
per year, and take the retirement sav-
ings incentives that are in this bill and
include those in our own amendment.

The PRESIDING OFFICER. The Sen-
ator’s 2 minutes have expired. The Sen-
ator from Rhode Island is recognized
for 2 minutes.

Mr. CHAFEE. Mr. President, I com-
mend Senator GRASSLEY and Senator
BAucus for their hard work on this tax
package. I know they have worked
hard to forge a bipartisan tax package
and worked hard to make that happen.
However, I will join Senator CARPER in
offering an amendment which will re-
duce the size of the tax cut to $1.2 tril-
lion.

The reason I join Senator CARPER is
I believe there is a whole population
forgotten in this tax debate, and that
is the property-tax payer. Of course,
one of the Federal mandates that is the
hardest and most onerous on the prop-
erty-tax payers is the special education
costs.

The Supreme Court ruled in the early
seventies that all students have to be
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educated in the public school system.
Congress acted by passing the Individ-
uals with Disabilities Education Act
which said we will get the funding up
to 40 percent. Of course, we have never
gotten above 12, 13, 14 percent, and
there is a very onerous cost to the
communities in property taxes.

We are proposing to reduce this to
$1.2 trillion which, of course, leaves
about $150 billion available for the
property tax relief. That should be
done on IDEA.

Property taxes are the most difficult
on communities and on individuals be-
cause with an income tax, if one’s for-
tunes decline, one pays less income
tax. On a sales tax, if one does do not
want to purchase goods, one pays less
in sales tax.

With a property tax, it is most oner-
ous because it is always there. Whether
your fortunes decline, lose a job, lose a
spouse, the income part of your prop-
erty-tax-paying abilities, and also if
you become elderly and want to keep
your house, of course, that property
tax is always there.

We are not talking about taxes. We
need help for the property-tax payers
by leaving money available to give re-
lief in IDEA, something we promised in
the early seventies, passed in 1975, and
we have not done it.

If we are not doing it with the sur-
pluses we have, we will never do it. A
vote for the Carper-Chafee amendment
is a vote for property tax relief.

The PRESIDING OFFICER. The time
of the Senator has expired.

The Senator from Nevada.

Mr. REID. Mr. President, I yield 10
minutes to the manager of the bill on
the minority side, Senator BAUCUS
from Montana, who has worked so hard
for so many weeks on this legislation.

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized for 10
minutes.

Mr. BAUCUS. Mr. President, I thank
my good friend from Nevada who has
worked very hard in maintaining order
in the Chamber. He has done a terrific
job, and I compliment him.

I start by expressing my respect for
Senators, especially on the Democratic
side, who made arguments against the
bill and have proposed amendments to
it.

As the chairman of the committee
and I have both said, this bill is a com-
promise. It is not perfect. It is not
what anybody would want if he or she
were writing it, but it is a compromise.
There has been a lot of give and take.
Nobody got everything he or she want-
ed because that is what compromises
are all about.

It is almost inevitable that there will
be legitimate, good-faith disagree-
ments about the resulting bill. This is
a tax bill. There are lots of points of
view. It is very complicated. There are
going to be very passionate arguments
made about various provisions of this
bill on both sides.

On top of that, we have been debating
under very stringent conditions; that
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is, constraints of reconciliation. This
debate is rushed. It is hard to get rev-
enue estimates. Many Senators have
come to me and said it is difficult to
get revenue estimates from joint tax. I
wish we were not in such a rush mode.
I wish this bill could have been debated
more thoroughly, but that is not with
what we are faced. I understand the
frustrations many of my colleagues
have.

I also say the criticisms of the bill
are very well intended. I appreciate
how thoughtful Senators have been in
this debate. I especially thank the
Democratic leader. As my colleagues
will soon hear, he is no fan of this bill,
but while voicing his strong opinions,
he has fully respected other points of
view, and that, to my mind, is the es-
sence of leadership, and I highly com-
pliment him.

My point is this: This is a much bet-
ter bill than that proposed by the ad-
ministration.

Some may vote no against this bill
because the amount is too high, there
is not a tax cut not too great. I respect
that. I think the amount in this bill
could be a bit lower. I am concerned
about the size of the tax cut, as well.

Given the budget resolution pro-
viding for $1.35 trillion over 11 years, 1
think this is a much better bill than we
would have had if Senator GRASSLEY
and I had not been negotiating to get a
compromise. Otherwise, we would be
faced on this floor with another bill, a
bill that is probably the administration
bill or something very close to it.

I say to my friends, particularly on
the Democratic side of the aisle, there
are two choices. One is to vote against
the bill because the tax cut is too
large, a view which I respect; the other
is to vote for it because it is a lot bet-
ter than what we otherwise would be
facing on the floor. It is much more
progressive. There are many very good
provisions in the bill. The education
provisions, for example, the 10-percent
bracket which is made retroactive to
the beginning of this year. It is much
better than the bill we otherwise would
have.

The single biggest part of this tax
cut is the $435 billion provision that
provides for a cut from the 15-percent
rate to the 10-percent rate. That is the
biggest single provision in this bill. As
a consequence, 75 percent of this tax
cut in this bill goes to people who earn
$75,000 or less. We also double the child
credit and make it partly refundable,
covering 16 million more children than
the President’s proposal. We expand
and simplify the earned-income credit
which may be the best program ever
created to help lower income working
families. These are for working fami-
lies. This is not welfare but working
families.

We include a $35 billion package of
education incentives. For the first
time, one can deduct college tuition,
up to $5,000. That is a good start, one of
which I think all will be proud. We ex-
pand IRAs, expand 401(k)s. We reduce
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the marriage penalty. We address the
Federal estate tax. These are a lot of
the provisions.

What is the practical effect? Under
this bill, every individual and family
who pays income tax will get a tax cut.
That is more than 100 million individ-
uals and families. Another 10 million
get a higher tax refund because of re-
fundable credits. That reduces the pay-
roll tax. There are a lot of Americans
whose bigger tax is the payroll tax
compared to income tax. That helps
them directly.

Nineteen million taxpayers at the
lower end of the income scale have
marginal rates reduced from 15 percent
to 10 percent. That is by a third. That
is not an unimportant point. There is a
lot of talk about the marginal rate,
particularly at the top end. Let me re-
peat, for lower income taxpayers, the
marginal rates, for 19 million tax-
payers, are reduced by a full one-third.
Not 1 percent but 33 percent.

Thirty million families get a higher
child credit. For 10 million, the credit
is refundable. Four million low-income
couples benefit from expansion of the
earned-income tax credit. Three mil-
lion benefit from the higher standard
deduction. Forty million couples get
relief from the marriage penalty. That
is 40 million, no small number. Two
million taxpayers benefit from the IRA
limits. Another 8 million benefit from
the new low-income saver credit.
Twelve million seniors pay lower taxes
on their Social Security income.

I could go on. There are many other
provisions in this bill that are very
good. Some Senators criticized certain
parts of the bill, but I think it is im-
portant to know there are also many
provisions that are good in the bill, and
those Senators who criticize the bill do
not mention a lot of the provisions
which I think otherwise they would
also support.

The present proposal may have been
targeted to upper income taxpayers.
This bill is not. It is written in a bal-
anced way, and it cuts taxes and cre-
ates incentives for all Americans.

All in all, taking both income and
payroll taxes into account, this bill
makes our tax system more progressive
than the administration’s bill. Every
income group under $75,000 will pay a
lower percentage of their overall tax
burden. Every income group over
$100,000 will pay a higher percentage of
the overall tax burden than contained
in the President’s proposal. This bill,
regarding income taxes and payroll
taxes, is more progressive than the
President’s proposal.

Now, briefly, the prospects for con-
ference. It is common to say at this
point in the process the Senate bill
constitutes a very delicate balance and
that nothing can be changed without
jeopardizing the prospect of getting a
bipartisan bill enacted into law. This
time it happens to be true. The Senate
is divided, 50/50. On our side of the
aisle, there is some support for the bill,
but it hinges on a series of careful
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changes that we made to provide that
balance. If, in conference, that balance
is lost, the prospects for passing the
conference report may be lost, as well.
I hope that does not happen.

In conclusion, this bill is not perfect
but it is balanced. It is a compromise.
It is good for taxpayers. It is good for
working families. It is good for the
economy. I strongly urge Senators to
support the bill.

In conclusion, I pay my highest com-
pliments to the chairman of the com-
mittee, Senator GRASSLEY, who has
worked more in good faith and back
and forth, to and fro, frankly, than any
other Senator I can think of in any
other situation. He is a real credit to
the State of Iowa and a real credit to
the United States of America. I thank
him for his cooperation and working
together to get this bill where it is.

I yield back the remainder of my
time.

The PRESIDING OFFICER. The Senator
from Iowa.

Mr. GRASSLEY. I yield myself 7
minutes of the 19 remaining minutes.

The PRESIDING OFFICER. The Sen-
ator has 19 minutes remaining, that is
correct.

Mr. GRASSLEY. I thank the Senator
from Montana for his compliment. I
have said many times on the floor of
the Senate, we are here with a bipar-
tisan bill only because of his willing-
ness to work with us and our desire to
have a bipartisan bill as opposed to a
partisan debate. I think that is the way
the Senate Finance Committee nor-
mally works. I am glad to have it work
in this particular instance.

As we come to the end of our 20 hours
of deliberation and begin voting on
amendments, I want to make some
final comments.

This is a bipartisan effort. This bill
was drafted in concert with Senator
BAUCUS and with the benefit of the
comments of all the members of the Fi-
nance Committee with whom I con-
sulted personally.

We took as a starting point President
Bush’s efforts to provide income tax re-
lief to all Americans. This legislation
includes the four main elements of
President Bush’s goals of providing tax
relief to working men and women.

First, this legislation reduces mar-
ginal rates at all levels and creates the
new 10 percent level proposed by the
President. While we don’t go as far as
the President in reducing the top
rates—and I would add we didn’t go as
far as I would like—we also began to
address the hidden marginal rate in-
creases such as PEPS and PEASE that
complicate the code.

As I said earlier today, America is a
society of opportunity. Over 60 percent
of all families will at one time or an-
other be in the top fifth of income in
this country. A man will make more at
55, after 30 years of hard work, then he
did at 25. A family should not face a
crushing marginal rate tax burden
when they finally get a good paycheck
for a few years as a reward for many,
many years of hard work.
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Second, we provide income tax relief
for married families—for families
where both spouses work and where
only one spouse works. In addition,
thanks to the strong advocacy of Sen-
ator JEFFORDS, we expand the earned
income credit for married families with
children. Further, there was wide bi-
partisan agreement to simplify the
earned income credit which will mean
that hundreds of thousands of more
children will receive the EIC benefits.

Third, the President’s desire to ex-
pand the child credit to $1,000 is met in
this bill. And in response to the con-
cerns of Senators SNOWE, LINCOLN,
BREAUX, JEFFORDS, and KERRY the
child credit was expanded to help mil-
lions of children whose working par-
ents do not pay income tax.

Fourth, the burden of the death tax
is reduced and finally eliminated—as
called for by President Bush. The com-
mittee was successful in this effort due
to the work of many Senators but I
would particularly note the efforts of
Senators KYL and LINCOLN.

Thus, this bill contains the four main
elements of President Bush’s efforts to
provide tax relief for working fami-
lies—marginal rate reduction, relief for
married families, the expansion of the
child credit and the reduction and ulti-
mate elimination of the death tax.

I remind my colleagues again that
the hallmark of this bill is that relief
for low income families comes first.
The marginal rate drop to 10 percent is
immediate, the child credit expansion
to low income families is immediate,
the expansion of EIC is immediate.

In addition, the numbers show that
the Finance Committee took President
Bush’s proposal—which was already
quite progressive as compared to cur-
rent law—that is, at the end of the day
upper income families would be paying
a greater share of taxes than lower in-
come—and the Finance Committee
made the President’s proposal even
more progressive.

The greater progressivity and ensur-
ing that low income families are first
in receiving the benefits of the tax cut
is certainly due in no small part to the
work of Senator BAUCUS.

So I am somewhat chagrined, reading
in the press the constant carping of
Senator BAUCUS’ efforts to draft a bi-
partisan bill. It seems that while many
are happy to talk about bipartisanship
that can’t stand to see bipartisanship
practiced.

I can assure my colleagues on the
other side of the aisle that if Senator
BAUcUS had not been present at the
creation of this bill—it would have
been a very different piece of legisla-
tion. It is because of his efforts that
there are many elements in the RE-
LIEF Act that members on the other
side of the aisle can enthusiastically
support.

In addition to President Bush’s pro-
posals to provide tax relief to working
families, the Finance Committee also
included legislation that had already
been considered by the Finance Com-
mittee earlier this year or last year.
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I believe that not all good ideas come
from just one end of Pennsylvania Ave-
nue. Thus, we included the Grassley/
Baucus pension reform legislation
which probably would not have made it
in the bill without the longtime sup-
port of Senators HATCH, JEFFORDS, and
GRAHAM.

In addition, the bill contains over $30
billion targeted for education. ele-
ments of this include language to ex-
pand the prepaid tuition programs to
help families pay for college—long ad-
vocated by Senators COLLINS, MCcCON-
NELL, and SESSIONS. In addition, we
provide college tuition deduction
thanks to Senators TORRICELLI, SNOWE,
and JEFFORDS, private activity bonds
for school construction in response to
Senator GRAHAM’s concerns, as well as
an expansion of the education savings
accounts—in honor of Senator Cover-
dell—thanks to the work of Senator
TORRICELLI and the majority leaders.

As I have said all along, no once got
everything they wanted in this bill, in-
cluding the chairman. But I do believe
that everyone got something that they
believe is important included in the
RELIEF Act.

I have provided this outline of the
legislation to remind Senators of the
balanced approach that took place in
crafting this legislation; to highlight
the fact that it reflects the views and
priorities of a wide range of members
of the committee on both sides of the
aisle; and, to explain why the RELIEF
Act took the form it did.

But setting aside the priorities and
concerns of Senators, none of us should
forget the great winners of the RELIEF
Act—the American taxpayer. We are
providing the American taxpayer the
greatest amount of tax relief in a gen-
eration. And they deserve it. It is
wrong that in a time of surplus we are
still imposing a record tax burden on
workers.

With passage of the RELIEF Act
struggling families will have more
money to make ends meet; parents and
students will be able to more easily af-
ford the costs of a college education; a
successful business woman will be able
to expand and hire more people; a fa-
ther finally getting a good paycheck
after years of work will be able to bet-
ter provide for his aging mother; and, a
farmer can pass on the family farm
without his children having to sell half
the land to pay estate taxes.

The examples are endless of the great
benefits that we realize when we give
tax relief to working families.

I urge my colleagues to support the
RELIEF Act for working families.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

The Senator from Nevada.

AMENDMENT NO. 685, AS MODIFIED

Mr. REID. I send a modification of an
amendment to the desk on behalf of
Senator EVAN BAYH and others.

I ask the modification be reported on
behalf of Senator BAYH.

The PRESIDING OFFICER. The
clerk will report.
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The legislative clerk read as follows:

The Senator from Nevada [Mr. REID], for
Mr. BAYH, proposes an amendment numbered
685, previously proposed, as modified.

Mr. REID. I ask unanimous consent
the reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . ENSURING DEBT REDUCTION.

(a) TRIGGER.—

(1) IN GENERAL.—Notwithstanding any
other provision of this Act or any other law,
the effective date of a provision of law de-
scribed in paragraph (2) shall be delayed as
provided in paragraph (3).

(2) PROVISION DESCRIBED.—A provision of
law described in this paragraph is—

(A) a provision of this Act that takes effect
in calendar year 2005 or 2007 and results in a
revenue reduction; or

(B) a provision of law that—

(i) is enacted after the date of enactment
of this Act; and

(ii) takes effect in fiscal year 2005 or 2007
and causes increased outlays through man-
datory spending (except for automatic or an-
nually enacted cost of living adjustments for
benefits enacted prior to the date of enact-
ment of this Act).

(3) DELAY.—If, on September 30 of fiscal
year 2004 or 2006, the Secretary of the Treas-
ury determines that the limit on the debt
held by the public in section 253A(a) of the
Balanced Budget and Emergency Deficit
Control Act of 1985 has been exceeded for
that fiscal year, the effective date of any
provision of law described in paragraph (2)
that takes effect during the next fiscal year
shall be delayed by 1 calendar year.

(4) DISCRETIONARY SPENDING LIMITATION.—
Notwithstanding any other provision of law,
in any fiscal year subject to the delay provi-
sions of paragraph (3), the amount of budget
authority for discretionary spending in each
discretionary spending account shall be the
level provided for that account in the pre-
ceding fiscal year plus an adjustment for in-
flation.

(6) REPORTS TO CONGRESS.—On July 1 and
September 5 of 2004 and 2006, the Secretary of
the Treasury shall report to Congress the es-
timated amount of the debt held by the pub-
lic for the fiscal year ending on September 30
of that year.

(6) CONGRESSIONAL ACTION.—

(A) TRIGGER.—

(i) MODIFICATION.—In fiscal year 2005 or
2007, if the level of debt held by the public at
the end of the preceding fiscal year, as deter-
mined by the Secretary of the Treasury,
would be below the debt target for that fiscal
year in section 253A(a) of the Balanced Budg-
et and Emergency Deficit Control Act of 1985
as a result of the effect of the triggering of
paragraphs (3) and (4), any Member of Con-
gress may move to proceed to a bill that
would increase the rate of discretionary
spending and make changes in the provisions
of law described in paragraph (2) to increase
direct spending and reduce revenues (propor-
tionately) in a manner that would increase
the debt held by the public for that fiscal
year to a level not exceeding the level pro-
vided in section 253A(a) of the Balanced
Budget and Emergency Deficit Control Act
of 1985. The motion to proceed shall be voted
on at the end of 4 hours of debate. A bill con-
sidered under this clause shall be considered
as provided in sections 310(e) and 313 of the
Congressional Budget Act of 1974 (2 U.S.C.
641(e) and 644). Any amendment offered to
the bill shall maintain the proportionality
requirement.
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(ii) WAIVER.—

(I) IN GENERAL.—The delay and limitation
provided in paragraphs (3) and (4) may be dis-
approved by a joint resolution. A joint reso-
lution considered under this subclause shall
not be advanced to third reading in either
House unless a motion to proceed to third
reading is agreed to by three-fifths of the
Members, duly chosen and sworn.

(IT) Low GROWTH.—(aa) The delay and limi-
tation provided in paragraphs (3) and (4) may
be disapproved by a joint resolution for low
growth as provided in this subclause. A joint
resolution considered under this subclause
shall not be advanced to third reading in ei-
ther House unless a motion to proceed to
third reading is agreed to by a majority of
the whole body.

(bb) For purposes of this subclause, a pe-
riod of low growth occurs when the most re-
cent of the Department of Commerce’s ad-
vance, preliminary, or final reports of actual
real economic growth indicate that the rate
of real economic growth (as measured by real
GDP) for each of the most recently reported
quarter and the immediately preceding quar-
ter is less than 1 percent.

(B) OTHER FISCAL YEARS.—

(i) IN GENERAL.—In fiscal year 2003, 2005,
2007, 2008, 2009, or 2010, if the level of debt
held by the public at the end of the preceding
fiscal year, as determined by the Secretary
of the Treasury, would exceed the debt tar-
get for that fiscal year in section 253A(a) of
the Balanced Budget and Emergency Deficit
Control Act of 1985 as a result of the effect of
the triggering of paragraphs (3) and (4), any
Member of Congress may move to proceed to
a bill that would defer changes in law that
take effect in that fiscal year that would in-
crease direct spending (except for automatic
or annually enacted cost of living adjust-
ments for benefits enacted prior to the date
of enactment of this Act) and decrease reve-
nues and freeze the amount of discretionary
spending in each discretionary spending ac-
count for that fiscal year at the level pro-
vided for that account in the preceding fiscal
year plus an adjustment for inflation (all
proportionately) in a manner that would re-
duce the debt held by the public for that fis-
cal year to a level not exceeding the level
provided in section 253A(a) of the Balanced
Budget and Emergency Deficit Control Act
of 1985. The motion to proceed shall be voted
on at the end of 4 hours of debate. Any
amendment offered to the bill shall either
defer effective dates or adjust discretionary
spending and maintain the proportionality
requirement.

(ii) CONSIDERATION OF LEGISLATION.—A bill
considered under clause (i) shall be consid-
ered as provided in sections 310(e) and 313 of
the Congressional Budget Act of 1974 (2
U.S.C. 641(e) and 644).

(b) PuBLIC DEBT TARGETS.—The Balanced
Budget and Emergency Deficit Control Act
of 1985 is amended—

(1) in section 250(c)(1), by inserting ‘¢ debt
held by the public’”’ after ‘‘outlays’,’’; and

(2) by inserting after section 253 the fol-
lowing:

“SEC. 253A. DEBT HELD BY THE PUBLIC LIMIT.

‘“(a) LiMIT.—The debt held by the public
shall not exceed—

(1) for fiscal year 2002, $2,955,000,000,000;

¢“(2) for fiscal year 2003, $2,747,000,000,000;

¢(3) for fiscal year 2004, $2,524,000,000,000;

““(4) for fiscal year 2005, $2,279,000,000,000;

¢“(5) for fiscal year 2006, $2,011,000,000,000;

‘“(6) for fiscal year 2007, $1,724,000,000,000;

(7 for fiscal year 2008, $1,418,000,000,000;

‘“(8) for fiscal year 2009, $1,089,000,000,000;
and

¢(9) for fiscal year 2010, $878,000,000,000.

““(b) ADJUSTMENTS TO DEBT TARGETS.—

‘(1) IN GENERAL.—The debt held by the
public targets may be adjusted in a specific
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fiscal year if the Secretary of the Treasury
certifies that the target cannot be reached
because—

‘‘(A) the Department of the Treasury will
be unable to redeem a sufficient amount of
securities from holders of Federal debt to
achieve the target; or

‘(B) the social security and medicare reve-
nues are less than assumed in the concurrent
resolution on the budget for fiscal year 2002
(H. Con. Res. 83).

‘(2)  CERTIFICATION.—The
shall—

““(A) be transmitted by the President to
Congress;

‘(B) outline the specific reasons that the
targets cannot be achieved; and

‘(C) not be the result of a budget surpluses
being available to redeem debt held by the
public.

¢“(3) CONGRESSIONAL ACTION.—The adjust-
ment provided in this subsection may be dis-
approved by a joint resolution. A joint reso-
lution considered under this paragraph shall
not be advanced to third reading in either
House unless a motion to proceed to third
reading is agreed to by a majority of the
whole body.

“‘(c) SUSPENSION OF LIMIT ON DEBT HELD BY
THE PUBLIC FOR WAR.—If a declaration of war
is in effect, the limit on the debt held by the
public established in this section is sus-
pended.”’.

(¢) CONGRESSIONAL BUDGET PROCESS.—

(1) POINT OF ORDER.—Section 301 of the
Congressional Budget Act of 1974 is amended
by adding at the end the following:

“(j) DEBT HELD BY THE PUBLIC POINT OF
ORDER.—It shall not be in order in the Sen-
ate to consider any concurrent resolution on
the budget or amendment, motion, or con-
ference report thereto that would—

‘(1) increase the limit on the debt held by
the public in section 253A(a) of the Balanced
Budget and Emergency Deficit Control Act
of 1985; or

‘(2) provide additional borrowing author-
ity that would result in the limit on the debt
held by the public in section 253A(a) of the
Balanced Budget and Emergency Deficit
Control Act of 1985 being exceeded.”’.

(2) SUPERMAJORITY WAIVER AND APPEAL.—
Subsections (¢)(1) and (d)(2) of section 904 of
the Congressional Budget Act of 1974 are
amended by striking ‘‘305(b)(2),”” and insert-
ing ““301(j), 305(b)(2),”.

(3) ADDITIONAL AMENDMENTS TO THE BUDGET
ACT.—The Congressional Budget Act of 1974
is amended—

(A) in section 3, by adding at the end the
following:

“(11)(A) The term ‘debt held by the public’
means the outstanding face amount of all
debt obligations issued by the United States
Government that are held by outside inves-
tors, including individuals, corporations,
State or local governments, foreign govern-
ments, and the Federal Reserve System.

‘(B) For the purpose of this paragraph, the
term ‘face amount’, for any month, of any
debt obligation issued on a discount basis
that is not redeemable before maturity at
the option of the holder of the obligation is
an amount equal to the sum of—

‘‘(i) the original issue price of the obliga-
tion; plus

‘“(ii) the portion of the discount on the ob-
ligation attributable to periods before the
beginning of such month.”; and

(B) in section 301(a) by—

(i) redesignating paragraphs (6) and (7) as
paragraphs (7) and (8), respectively; and

(ii) inserting after paragraph (5) the fol-
lowing:

‘(6) the debt held by the public; and”.

(d) RULE OF CONSTRUCTION.—This section
and the amendments made by this section
shall have no effect on Social Security or

certification
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Medicare as in effect on the day before the
date of enactment of this section.

It shall not be in order in the Senate to
consider any bill, joint resolution, motion,
amendment, or conference report, pursuant
to this section, that contains any provisions
other than those enumerated in section
310(a)(1) and 310(a)(2) of the Congressional
Budget Act of 1974. This point of order may
be waived or suspended in the Senate only by
the affirmative vote of three-fifths of the
Members, duly chosen and sworn. An affirm-
ative vote of three-fifths of the Members,
duly chosen and sworn, shall be required in
the Senate to sustain an appeal of the ruling
of the Chair on a point of order raised under
this paragraph.

Mr. REID. Mr. President, I yield 2
minutes to the Senator from New Jer-
sey.
The PRESIDING OFFICER. The Sen-
ator from New Jersey is recognized for
2 minutes. The Chair yields the Sen-
ator from New Jersey an additional
minute.

MOTION TO COMMIT

Mr. CORZINE. Mr. President, I send a
motion to the desk and ask for its im-
mediate consideration.

The PRESIDING OFFICER.
clerk will report.

The legislative clerk read as follows:

The Senator from New Jersey [Mr.
CORZINE] moves to commit the pending legis-
lation to the Finance Committee, with in-
structions to report back within three days,
with an amendment that eliminates income
tax reductions for taxpayers with annual in-
comes greater than $500,000 and reserves all
resulting savings to provide a tax credit to
help families afford the costs of long-term
health care.

Mr. CORZINE. As my colleagues just
heard, this motion would commit the
bill to the Finance Committee and di-
rect it to report back promptly with an
amendment that eliminates an income
tax for those earning more than
$500,000 a year, and use those savings to
establish a tax credit to help families
afford the cost of long-term care.

Before I explain the need for my mo-
tion, let me first commend Senators
GRASSLEY and GRAHAM of Florida, who
have provided true leadership on a crit-
ical issue for seniors across America,
the issue of long-term care.

This motion does not require adop-
tion of their specific approach, though
I am proud to support their bill which
would provide a $3,000 tax credit for
long-term care expenses.

Now is the time to address America’s
long-term health care needs, before we
approve one of the largest, and I be-
lieve one of the most inequitable, tax
cuts that we could bring before the
country, a tax cut that would under-
mine the largest surplus ever and pre-
vent us from meeting critical health
care needs, particularly for our seniors.

Over 12 million seniors and disabled
Americans need long-term care, and as
many as twice that number may need
it as the population ages, as the baby
boomers retire. Families who are pri-
mary caregivers pay a tremendous
price for this care. I believe no one
should have to go bankrupt or stress
their budgets to afford long-term care

The
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and no family should bear the burden
alone.

Long-term care should not be just a
privilege for the wealthy. A tax credit,
as I propose, would provide much need-
ed relief to the families who provide
long-term care for their loved ones. It
is to ensure a better and fairer use of
the surplus than a rate cut targeted for
the very wealthiest Americans.

This is not about class warfare. This
is about providing relief for our elderly
and for the overburdened families who
care for them.

I hope my colleagues will agree that
we should not provide a windfall for
those earning more than $% million a
year while ignoring the very real needs
of so many families and the loved ones
for whom they struggle.

The PRESIDING OFFICER. Who
yields time?

Mr. REID. Mr. President, I yield 3
minutes to the Senator from New
York, Mrs. CLINTON.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized for 3
minutes.

Mrs. CLINTON. Mr. President, let me
begin by commending Chairman
GRASSLEY and Ranking Member BAU-
cUs for the hard work they have put in
on this very difficult assignment. I ap-
preciate greatly their efforts.

It pains me that I rise in opposition
to the bill which they have presented
and that we will be voting on later this
evening.

I wish I could support this bill. I wish
I could support it because I believe in
affordable, reasonable tax cuts. I be-
lieve in continuing to pay down our
budget debt. And I believe in making
the kinds of investments that will en-
able our country to be richer and
stronger and smarter.

However, it is my analysis that, un-
fortunately, this bill does not meet
those criteria. What bothers me is
that, despite the pressures that have
been working on the Finance Com-
mittee to come up with the best pos-
sible alternative in a bipartisan way,
which they just labored so hard to do,
we read there will be additional re-
quests for tax cuts coming down the
road, and that there will be additional
dollars requested, which might very
well be fully justified, to raise our de-
fense expenditures.

It bothers me that we see, in the bill
that has been presented to us, that it
will be very difficult to find the re-
sources we need for the investments
that I think everyone in this Chamber
knows are demanded by the people we
represent: investments in education,
investments in health care, such as a
prescription drug benefit, or, as my
colleague from New Jersey rightly
pointed out, a long-term care tax cred-
it.

I am concerned that, in fact, this bill
does squeeze out the opportunity that
we have to address, in a realistic way,
our energy needs, as well as the other
priorities I have mentioned.

There are several considerations that
are very important to the people I rep-
resent. It is very difficult to look at
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this tax bill, without adequate alter-
native minimum tax reform, and not
realize that we are going to be pushing
millions of Americans, many of them
New Yorkers, into a higher tax brack-
et.

The Joint Tax Committee estimates
that 40 million taxpayers will be sub-
ject to the AMT after the tax bill, now
debated, is fully phased in. That will
have a tremendous impact. It will be a
rude surprise for many citizens in New
York, California, Connecticut, Wis-
consin, Oregon, and other States when
they find they do not really gain much
from this tax bill but, in fact, they get
a higher tax bill.

I am also concerned that due to re-
peal of the estate tax, and the earlier
elimination of the State credit from
the estate tax, we are going to find
States such as New York in a terrible
budgetary dilemma. They are going to
be losing dollars from the State side of
the estate tax before the Federal Gov-
ernment loses the revenues in 2011.

In some States that will be an incred-
ible burden: several percentage points
out of their revenue base where they
would have to find some way to amend
their constitution or find new reve-
nues. It seems eminently unfair for the
Federal Government to be able to shift
that burden to the backs of the States
with so little warning.

The PRESIDING OFFICER. The Sen-
ator has used her 3 minutes.

Mr. REID. I yield the Senator 1 more
minute.

Mrs. CLINTON. This reminds me of
what we went through in 1981, so I went
back and read the account. I wish my
colleagues would recall what David
Stockman said in December of 1981. He
said:

The reason we did it wrong . . . was that
we said, Hey, we have to get a program out
fast. And when you decide to put a program
of this breadth and depth out fast, you can
only do so much . . . . We didn’t think it all
the way through. We didn’t add up all the
numbers. We didn’t make all the thorough,
comprehensive calculations about where we
really needed to come out. ... In other
words, we ended up with a list that I'd al-
ways been carrying of things to be done,
rather than starting the other way and ask-
ing, What is the overall fiscal policy required
to reach the target?

I am afraid that is what we are doing
again.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I intend to use my
10 minutes this way, so if anybody else
is planning to speak, they will know
time is used up: 3 minutes to the Sen-
ator from Virginia, and 7 minutes to
the Senator from Oklahoma.

The PRESIDING OFFICER. The Sen-
ator from Virginia is recognized for 3
minutes.

Mr. ALLEN. Mr. President, I thank
the chairman, Senator GRASSLEY, and
the ranking member, Senator BAUCUS,
as well as their staffs, for their hard
work and dedication on this tax bill,
but, in particular, I thank them for
working with me to include an amend-
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ment, No. 673, which is my education
opportunity tax relief amendment.

This bill, with the education savings
account, will be a good help for parents
who have children in Kkindergarten
through the 12th grade.

The education savings accounts pre-
viously were only available for those
who had children in college or a univer-
sity. It is now expanded for K-12, for up
to $2,000 a year that you can get in tax
relief for that allocation of your funds,
reducing your taxes, and making it a
tax-free withdrawal for education-re-
lated expenses.

What my amendment makes clear is
that if a parent with a child in K-12
wants to buy their child a computer or
educational software, or Internet ac-
cess at home, that is permissible. The
way the measure right now is worded,
very few schools—certainly not public
schools—would actually require par-
ents to purchase a computer or edu-
cation-related technology as a term of
enrollment. So what this does is em-
power parents to purchase those com-
puters or educational software or
Internet access.

It is very important for us to under-
stand that computers are important in
schools, in community centers, and in
libraries, but computers need to be in
the home. Studies show that children
who have computers at home stay in
school, do better academically, and go
on to better jobs because they are more
technologically proficient.

This is an idea which will specifically
allow parents of K-12 school-aged chil-
dren to use education savings accounts
for the purchase of computers, related
technology, and ©peripherals, edu-
cational software, and Internet access.
And the purchase would not need to be
a requirement of enrollment or attend-
ance at a school.

This also is supported by many
groups in the technology area, such as
the Information Technology Industry
Council, the Computer and Commu-
nications Industry Association, Global
Learning Systems, and many others.

I ask unanimous consent that letters
I have in support be printed in the
RECORD immediately following my re-
marks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See Exhibit 1.)

Mr. ALLEN. So, Mr. President, and
Members of the Senate, I thank you all
for working with me.

The PRESIDING OFFICER. The Sen-
ator has used his time.

Mr. NICKLES. I yield the Senator 15
seconds.

Mr. ALLEN. This amendment we are
working on in a bipartisan manner is
supported by parents and the tech-
nology community, and it will be bene-
ficial to the schoolchildren all across
America.

Thank you, Mr. President. And I
thank both mangers of the bill.
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EXHIBIT 1

ITT INDUSTRIES, INC.,
White Plains, NY, April 12, 2001.
Ms. RACHAEL BOHLANDER,
Legislative Assistant, Office of Senator George
Allen,
Russell Senate Office Building,
DC.

DEAR Ms. BOHLANDER: I write to thank you
for your recent communication to ITT Indus-
tries concerning the Education Opportunity
Tax Credit Act, a bill introduced by Senator
Allen to provide educational assistance
through tax credits and for other purposes.

ITT Industries strongly favors efforts to
strengthen education in the United States.
As a global engineering and manufacturing
company with nearly 19,000 employees in this
country, ITT Industries shares Senator Al-
len’s interest in assisting American students
to prepare for technology jobs in the digital
economy. We are also following the adminis-
tration’s proposals concerning education,
and will take appropriate account of Senator
Allen’s initiative.

Thank you for bringing Senator Allen’s
bill to our attention.

Sincerely yours,
THOMAS R. MARTIN,
Senior Vice President,
Director of Corporate Relations.
GLOBALLEARNINGSYSTEMS,
McLean, VA.

Washington,

Hon. GEORGE F. ALLEN,
U.S. Senator, Russell Senate Office Building,
Washington, DC.

DEAR SENATOR ALLEN: On behalf of
GlobalLearningSystems™, I would like to
express our enthusiastic support for your re-
cently introduced legislation, S. 488, The
Education Opportunity Tax Credit Act.

This bill addresses major education con-
cerns as well as the looming Digital Divide,
which hinders not only students, but also
their parents. Access to the Internet is a
growing necessity of everyday life. For those
with modest means, your forward-looking
legislation assures that no family’s children
will be left behind because they did not have
the basic tools to keep up.

Since we are a global learning and e-Learn-
ing company, we particularly appreciate the
impact of the inclusion of e-Learning serv-
ices in the provisions of the bill, which can
improve the success possibilities for all stu-
dents. For the first time, we can tailor learn-
ing to the need of the individual student and
make learning the motivating experience all
parents seek for their children.

Again, let me congratulate you for making
such a positive legislative statement with
the introduction of S. 488.

With best wishes for your continuing ef-
forts.

Sincerely yours,
SCOTT SOBEL,
Vice President,
Communications and Marketing.
INFORMATION TECHNOLOGY
INDUSTRY COUNCIL,
Washington, DC, May 14, 2001.
Senator GEORGE ALLEN,
U.S. Senate,
Washington, DC.

DEAR SENATOR ALLEN: The Information
Technology Industry Council (ITI) would
like to applaud your leadership in intro-
ducing S. 488, the Education Opportunity
Tax Credit Act. ITI recognizes that the suc-
cess of our nation and its continued global
leadership in information technology de-
pends upon our ability to equip all of our
children with 21st century skills. S. 488 takes
important steps towards achieving that goal.

ITI is the association of leading informa-
tion technology companies, employing more
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than 1.3 million people in the United States
and generating $633 billion in worldwide rev-
enues in 1999. ITI’s member companies have
a long history of working with local school
systems to introduce technology into the
learning environment and have committeed
over $1 billion to provide students, teachers
and schools with the equipment and training
they need to make the most of technology.

ITT has adopted education principles recog-
nizing the importance of integrating tech-
nology into the curriculum and providing
students access to that technology. In addi-
tion, recent studies have shown that access
to technology outside the classroom can in-
crease the benefits students get from having
technology in the classroom. Your legisla-
tion recognizes this value and helps to bring
that digital opportunity to a greater number
of students.

We look forward to working with you on
this issue. If you have any question please
contact me or Matt Tanielian of my staff at
(202) 626-5751.

Best regards,
RHETT DAWSON,
President.

The PRESIDING OFFICER. The Sen-

ator from Montana.
AMENDMENT NO. 743

Mr. BAUCUS. Mr. President, on be-
half of Senator CONRAD, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Montana [Mr. BAUCUS],
for Mr. CONRAD, proposes an amendment
numbered 743.

Mr. BAUCUS. I ask unanimous con-
sent reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To increase the standard deduction

and to strike the final two reductions in

the 36 and 39.6 rate brackets)

On page 9, strike the matter between lines
11 and 12, and insert:

The corresponding percentages shall be
substituted for the following percentages:

28% 31% 36% 39.6%

“In the case of taxable
years beginning during cal-
endar year:

2002, 2003, and 2004 ..  27% 30% 35%  38.6%
2005 and 2006 ............ 26% 29% 35%  38.6%
2007 and thereafter ...... 25% 28% 35%  38.6%

On page 13, between lines 15 and 16, insert:
SEC. 104. INCREASE IN STANDARD DEDUCTION.

(a) IN GENERAL.—Section 63(c) (relating to
standard deduction), as amended by section
301, is amended by adding at the end the fol-
lowing:

‘“(8) ADDITIONAL INCREASE IN BASIC STAND-
ARD DEDUCTION.—In the case of taxable years
beginning after December 31, 2004—

““(A) the basic standard deduction in effect
for the taxable year under subparagraph (B)
or (C) of paragraph (2) (without regard to
this paragraph) shall be increased by—

‘(i) $600 in the case of taxable years begin-
ning in 2005 and 2006, and

‘‘(ii) $1,600 in the case of taxable years be-
ginning after 2006, and

‘“(B) the basic standard deduction in effect
for the taxable year under subparagraph (A)
of paragraph (2) (without regard to this para-
graph) shall be increased by the applicable
percentage (as defined in paragraph (7)) of
the increase under subparagraph (A) of this
paragraph.”
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(b) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 2004.

AMENDMENT NO. 744

Mr. BAUCUS. Mr. President, I send
an amendment to the desk on behalf of
Senator CONRAD and ask for its imme-
diate consideration.

The PRESIDING OFFICER.
clerk will report.

The legislative clerk read as follows:

The Senator from Montana [Mr. BAUCUS],
for Mr. CONRAD, proposes an amendment
numbered 744.

Mr. BAUCUS. I ask unanimous con-
sent reading of the amendment be dis-
pensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To increase the standard deduction

and to reduce the final reduction in the

39.6 percent rate bracket to 1 percentage

point)

On page 9, in the matter between lines 11
and 12, strike ‘“36%’’ in the item relating to
2007 and thereafter and insert “36.6%" .

On page 13, between lines 15 and 16, insert:
SEC. 104. INCREASE IN STANDARD DEDUCTION.

(a) IN GENERAL.—Section 63(c) (relating to
standard deduction), as amended by section
301, is amended by adding at the end the fol-
lowing:

““(8) ADDITIONAL INCREASE IN BASIC STAND-
ARD DEDUCTION.—In the case of taxable years
beginning after December 31, 2006—

‘“(A) the basic standard deduction in effect
for the taxable year under subparagraph (B)
or (C) of paragraph (2) (without regard to
this paragraph) shall be increased by $300,
and

‘“(B) the basic standard deduction in effect
for the taxable year under subparagraph (A)
of paragraph (2) (without regard to this para-
graph) shall be increased by the applicable
percentage (as defined in paragraph (7)) of
the increase under subparagraph (A) of this
paragraph.”’

(b) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 2006.

The PRESIDING OFFICER. Who
yields time?

Mr. GRASSLEY. I yield time to the
Senator from Oklahoma.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma is recognized for
6% minutes.

Mr. NICKLES. Mr. President, I thank
my friend and colleague, Senator
GRASSLEY, for his leadership on this
bill, as well as Senator BAUcuUS. I think
they have managed it very well, both
in committee and on the floor.

I also would like to inform our col-
leagues that we are going to begin a se-
ries of rollcall votes at about 6 o’clock.
I urge Members to come to the Cham-
ber and stay in the Chamber. We are
going to have these amendments with-
in a strict timeframe. My guess is
there will be 10 or 12 minutes, and they
will be enforced.

Again, our colleagues should be
aware that these votes will start and
begin probably about 6 o’clock, and we
are going to have numerous rollcalls,
probably a lot more than we need. I
urge my colleagues, many of whom of-
fered amendments, to accept voice
votes, if possible.

The
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I urge my colleagues to vote in favor
of this package. It is not perfect. I have
heard some people say it is too big. I
disagree. This is a very timid package.
This is about one-fourth of the surplus.
I heard a couple of our colleagues say:
Wait a minute, maybe we are re-
enacting the mistakes made in 1981,
the massive tax cuts in 1981.

I looked at the amount of money we
raised in 1980 from all sources in the
Federal Government. It was $517 bil-
lion. In 1990, the Federal Government
raised over $1 trillion. It doubled in
that 10-year period of time, the reve-
nues that came in.

What happened in that interim is
that spending went up even faster than
revenues. So I don’t think it was be-
cause of the tax cuts, although we had
a very significant tax cut. If you look
at the 1981 tax bill, the 1986 tax bill,
you saw maximum rates go down sig-
nificantly. All taxpayers had signifi-
cant rate reductions. The maximum
rate was 70 percent in 1980. It was 28
percent in 1988. So it was a big change.

This bill is much more timid. And for
those who are saying we have cut too
much for the wealthy, I don’t think
they have read the bill. The maximum
tax rate under the income-tax code
right now is 39.6 percent. Guess what it
will be in December of the year 2004,
after this massive tax cut. It will be
38.6 percent. It will go down one point.
How much did it increase in the 1993
tax increase? The maximum tax rate
then went from 31 percent to 39.6. It
went up 8.6 points. In addition, what
used to be a cap on the Medicare tax
was eliminated. So you can add an-
other 1.45 for an individual. You can
double that for a couple, so that is an-
other 2.9.

So the effect of the 1993 tax increase
was moving the maximum rate from 31
percent to 42.5 percent. That is an 11.5-
point increase for maximum taxpayers.

This bill, in the first 4 years, reduces
that only 1 point, only one-tenth as
much as the increase that we had, and
it just so happens the increase in 1993
was retroactive back to January of
1993.

So my point is, this is a very timid
tax cut compared to the tax increase
we had in 1993. Those are just the facts.

We are slow, very slow in phasing in
the tax cuts, the rate cuts for all tax-
payers. They are not fully in effect
until the year 2007.

I hope we can accelerate that. It
takes us too long to get there. But I
make this point because I keep seeing
amendments: We will delay the effec-
tive date for the high tax payers. I
guess they don’t want to give tax-
payers tax cuts. I don’t follow that. It
is like using the Tax Code only for re-
distribution of wealth. Let’s load up
more on the low-income side.

The bill we have before us does a lot
for low-income taxpayers. It creates a
10-percent rate. Those taxpayers were
paying 15 percent. That is a 33-percent
reduction. That is $600 in savings for
taxpayers on the low-income scale,
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married couples. That is $600 more that
they get to keep if they have $12,000 in
adjusted taxable income. That is very
positive. So that is weighted toward
the low income.

There is also a $500 tax credit per
child. We passed the first $5600 tax cred-
it per child in 1997. That is very posi-
tive. If you have four kids, as do I—
they are grown now, so I don’t get it—
who are dependents, that is $2,000. Over
the period of this bill we double that.
So we make it a $1,000 tax credit per
child. This bill even makes it refund-
able. I don’t think that is very good
policy, but it is in this bill.

So my point is, this bill is loaded
very much towards low-income groups.
For those people who say we want to
load it more, I disagree. We ought to
have a tax cut for taxpayers. The
greatest percentage of tax reduction
definitely goes towards low- and mid-
dle-income taxpayers in this group.

Certainly, individuals who have Kkids,
certainly individuals who are paying
that 15-percent rate, who have income
on the lower side, they get a very sig-
nificant rate reduction. And they get it
retroactive to January 1 of this year.
All other taxpayers don’t get a rate re-
duction until January of next year and
only one point. In some cases, that is
only one-tenth of the increase they had
in 1993.

This bill does a lot of other things
that will benefit families. It has edu-
cational tax provisions. It has savings
provisions dealing with IRAs, edu-
cation, making savings more afford-
able, enhancing individual pensions. It
does other things, including the death
tax. I started to say death tax repeal,
but that is not until the year 2001. It
does increase the exemption amount or
the unified credit amount up to $1 mil-
lion, $2 million, $3 million, $4 million
in the ninth year—that is a positive
provision—and ultimately repeal. So
we don’t penalize somebody for dying.
The taxable event would not be when
somebody died. The taxable event
would be when the property is sold, and
then that tax rate would be at the cap-
ital gains rate. It wouldn’t be at these
unbelievably high and punitive rates of
55 percent that are now present law.

I urge my colleagues to vote in favor
of final passage of this bill. Let’s give
taxpayers relief. It is long overdue.

The PRESIDING OFFICER. All time
controlled by the majority has expired.

The PRESIDING OFFICER. Who
yields time on the bill?

Mr. REID. I yield 2 minutes to the
Senator from New Jersey, Mr. CORZINE.

The PRESIDING OFFICER. The Sen-
ator from New Jersey is recognized for
2 minutes.

Mr. CORZINE. Mr. President, I rise
to speak to the overall bill. I congratu-
late Senators GRASSLEY and BAUCUS
for their effort at bipartisanship to put
together a very complicated and dif-
ficult piece of legislation.

I also have serious reservations
which lead to a conclusion that I think
we are overreaching, far overreaching
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relative to our financial stability. My
read of this particular piece of legisla-
tion is that it will potentially bring
grave concerns to marketplaces around
the world when people do the analyses
and see the great depth of backloaded
tax cuts that are embedded in the bill.
It is a very serious concern, particu-
larly in a country that has been run-
ning the kinds of serious current ac-
count deficits that we have had over
the last few years. That backs into
concerns about our bond markets, as
people analyze these numbers and see
how they fit together, particularly in
the context of an upcoming increase in
defense expenditures that have not
been allowed for in this bill.

I have very serious concerns that we
will return to periods of deficits—some
say a ‘‘deficit ditch.” I think we need
to be very mindful of that tonight as
we go to the vote.

It is more than just the principles
that are involved, which I have serious
concerns with, too, about the distribu-
tion, who gets the benefit. I think
there are serious concerns about the fi-
nancial underpinnings that this will
provide for our Nation in the years
ahead.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. REID. Mr. President, I yield such
time as we have remaining to the Sen-
ator from Montana.

The PRESIDING OFFICER. The Sen-
ator from Montana.

AMENDMENT NO. 676
(Purpose: To allow a credit to holders of
qualified bonds issued by Amtrak, and for
other purposes)

Mr. BAUCUS. Mr. President, I send
up amendment No. 676.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Montana [Mr. BAUCUS],
for Mr. BIDEN, for himself, Mr. TORRICELLI,
Mr. KERRY, Mr. SCHUMER, Mr. BAUCUS, Mr.
ALLEN, Mrs. BOXER, Mr. CARPER, Mr. CHAFEE,
Mrs. CLINTON, Mr. CORZINE, Mr. DAYTON, Mr.
DoDD, Mr. DURBIN, Mr. LEAHY, Ms. MIKULSKI,
Mrs. MURRAY, Mr. ROCKEFELLER, Mr. SAR-
BANES, Mr. SPECTER, Mr. WARNER, Ms. COL-
LINS, Mr. DASCHLE, Mrs. FEINSTEIN, Mr. KEN-
NEDY, Ms. LANDRIEU, Mr. REID, and Mr.
WELLSTONE, proposes amendment numbered
676.

Mr. BAUCUS. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is print-
ed in today’s RECORD under ‘‘Amend-
ments Submitted and Proposed.’’)

AMENDMENT NO. 676, WITHDRAWN

Mr. BAUCUS. Mr. President, this is
the High-Speed Rail Investment Act. I
have worked with Senator BIDEN to
help work out provisions to make it ac-
ceptable to me, at least with respect to
not infringing on the highway trust
fund. I support the latest amendment,
but it is not germane to the bill. I now
withdraw the amendment.
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The PRESIDING OFFICER. Without
objection, the amendment is with-
drawn. The Senator has 2% minutes re-
maining.

AMENDMENT NO. 656

Mr. REID. Mr. President, I yield that
time and defer to the Senator from
New Hampshire who has 5 minutes
under the agreement previously en-
tered.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. GREGG. Are we now back on my
amendment?

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. GREGG. Mr. President, I yield 2
minutes to the Senator from Colorado.

Mr. ALLARD. Mr. President, I am
pleased to join with Senators GREGG,
ENSIGN, ALLEN, BUNNING, and other in
offering this capital gains tax rate re-
duction. This will provide an imme-
diate stimulus to the economy, there is
no tax cut out there that can do a bet-
ter job of heading off a recession. A
capital gains tax rate cut will encour-
age saving and investment in our econ-
omy. It will help entrepreneurs to start
businesses and create jobs. The capital
gains tax cut will raise revenue for the
federal government. After we cut the
rate in 1997, the federal government re-
ceived $200 billion in additional rev-
enue. In just four years, we have $200
billion more than forecast before the
rate cut. The tax cut will increase eco-
nomic growth, increase revenues and
reward investment in our economy. I
urge my colleagues to support this re-
duction in the capital gains tax rate
from 20 percent to 15 percent.

I think this is one of the most sub-
stantial things we can do to, again,
head off a recession in our economy.

Mr. President, I yield back the re-
mainder of my time.

Mr. BAUCUS. Mr. President, par-
liamentary inquiry: What is the pend-
ing business?

The PRESIDING OFFICER. The
amendment of the Senator from New
Hampshire.

Mr. BAUCUS. Under the order, how
much time does the Senator have and
how much time is allocated to those in
opposition?

The PRESIDING OFFICER. The Sen-
ator from Montana has 3 minutes. The
Senator from New Hampshire has 5%
minutes remaining.

Mr. REID. Mr. President, parliamen-
tary inquiry: The Senator from New
Hampshire——

The PRESIDING OFFICER. Does the
Senator from Montana yield?

Mr. BAUCUS. Yes.

Mr. REID. The Senator from New
Hampshire had 5 minutes. He yielded 2
minutes. How can he end up with 5%
now?

The PRESIDING OFFICER. The Sen-
ator from Nevada yielded 3 minutes to
the Senator——

Mr. REID. The Senator from Nevada
yielded his time back on the bill.

Mr. GREGG. I think we can straight-
en this out. I ask unanimous consent
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that the Senator from Montana have 3
minutes and I have 3 minutes and we
then move to a vote.

The PRESIDING OFFICER. Is there
objection?

Mr. LOTT. Mr. President, reserving
the right to object, I will use a brief
part of my leader time to outline the
schedule of how we will proceed to-
night after the other two speakers have
spoken. I withdraw my reservation.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. The pending amend-
ment is the amendment offered by Sen-
ator GREGG, No. 656. At the appropriate
time, I am going to make a point of
order against the amendment. On the
substance, I might add, however, that
there are no capital gains provisions in
the President’s proposed tax cut bill.
This would be adding a whole new sub-
ject, which, frankly, is difficult for us
in the committee to incorporate along
with the other provisions we have in
the bill.

Second, I might add that the provi-
sion offered by the Senator provides for
a lower capital gains rate, which is
temporary—only a couple, 3 years.

In effect, we have heard a lot of criti-
cisms of the bill because of phase-ins
and phaseouts, now-you-get-it, now-
you-don’t, which in the main are legiti-
mate criticisms. But they are there be-
cause Senators want other provisions;
namely, marriage penalty relief and
the child tax credit increased $1,000
over $500. They would like to have
rates reduced, estate tax provisions,
and they would like to have this new 10
years.

Altogether, it is hard to fit every-
thing within $1.35 trillion, to make it
fit, because Senators so strenuously
argue for other provisions. We have had
these phase-ins and we hope at a subse-
quent date we can reduce them.

I might add that we have begun to
phase out the Pease amendment, and
we phased out the personal exemption.

I might add that this amendment
adds another complexity. I don’t think
we want to do that. There are a lot of
ways to address capital gains. One is
offered by the Senator from New
Hampshire. Another is to provide for
exclusions up to a certain level, a 50-
percent exclusion. Another way is,
frankly, just to change the rates in
other ways. I might say, because of the
various different ideas of how to deal
with capital gains, that should be dealt
with on a more comprehensive basis,
not as an amendment here, which has
complexity and does not really help the
taxpayers as much as other proposed
capital gains amendments would.

For those reasons, on the substance,
I think this is not the right time. I
also, at the appropriate time, will
make a point of order against this
amendment.

Mr. GREGG. Mr. President, this
amendment would cut the capital gains
rate from 20 percent to 15 percent. It is
sort of trifecta tax law. We just saw
the Preakness run here a couple days
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ago. If you want a triple winner, this is
it.

First off, the American taxpayer
wins because the majority of American
taxpayers presently own stock. A lot of
that stock is locked up. They are not
able to convert it to cash and reinvest
because they have capital gains and
they want to pay that tax. This frees
up those locked up assets and middle
America wins.

Secondly, the Federal Government
wins. Historically, and on the basis of
the projections from the Joint Tax,
this will be a revenue winner for the
next 3 years and, historically, for the
next 10 years. We actually generate
more revenue. Why? Because of the
fact that economic activity is in-
creased and that economic activity is a
taxable event.

Today it is not taxable because ev-
erybody is sitting on those capital
gains. So we are not creating activity,
and we are not creating a taxable
event.

This amendment creates revenue to
the Federal Treasury and scores posi-
tively for the next 3 years. In my opin-
ion, it scores positively for the next 10
years. The Joint Tax Committee found
it to lose $10 billion on a $1.3 trillion
bill, obviously a big number but a
minor amount in the context of the
whole bill.

The third winning item of this is that
it creates prosperity. When you free up
capital, people can take that capital
and reinvest it in productive activity,
either in small business activity or in
the stock market to create capital for
people who are entrepreneurs, and en-
trepreneurs create jobs; they create
prosperity.

This is a triple winner. It is a benefit
to the American taxpayers, especially
middle-income taxpayers. It is a ben-
efit to the Federal Government because
it generates positive revenue and is a
benefit to the economy because it is an
engine for prosperity.

A motion will be made that it is not
germane. I argue it is germane. There
are two areas of capital gains in this
bill, No. 1, dealing with AMT and, No.
2, dealing with the estate tax.

More importantly than that, if my
colleagues want to vote on something
that is a win-win-win, a trifecta for our
Government, our country, and our peo-
ple, this is it: a capital gains cut from
20 to 15 percent. I hope my colleagues
will join me in this vote. I yield back
whatever time I have remaining.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, the
pending amendment is not germane.
Therefore, I raise a point of order that
the amendment violates section
305(b)(2) of the Congressional Budget
Act of 1974.

Mr. GREGG. Mr. President, I move to
waive the point of order and ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.
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The yeas and nays were ordered.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. LOTT. Mr. President, I yield my-
self such time as I may consume under
the leader’s time, but it will only be 2
or 3 minutes. First, parliamentary in-
quiry: We are now ready to proceed
with a vote on the first amendment in
sequence that could very well go on for
quite some time; is that correct?

The PRESIDING OFFICER. The lead-
er is correct.

Mr. LOTT. Before we do that, I want
to make two or three points.

First, we have reached a historic
point. Tonight we are going to pass
this very important, significant tax re-
lief package for working Americans.
When one looks at all that is in this
bill, it is very impressive, not just the
amounts, but also what it does in re-
ducing individual income tax rates,
dealing with the death tax, doubling
the child tax credit, and reducing the
marriage penalty. It provides relief on
the alternative minimum tax, encour-
ages savings for education, and it also
encourages retirement security.

This is a very large package already
in the number of provisions that are in
it. In fact, one of the greatest dangers
we face right now is loving it to death
or loading it down because we still
have a number of amendments we may
be voting on tonight that could begin
to drive up the overall cost of the bill,
but also every time colleagues add
something, unless they can get over 60
votes, they are taking something away.
So I hope we will stick with the pack-
age we have before us. It is a good
package. It will benefit the economy in
America. It will help working Amer-
ican families.

Once again, I have to give a lot of
credit to the chairman of the Finance
Committee, CHUCK GRASSLEY, for
working very hard and reaching out to
everybody on both sides of the aisle. He
is the new chairman of the committee
but has worked it as the old pro he
really is.

He also was determined from the be-
ginning that this was going to be bipar-
tisan. He and the Senator from Mon-
tana got together and talked. They
came to some agreements that maybe
the leaders on both sides of the aisle
would not have necessarily preferred,
but that is the way the Finance Com-
mittee has worked in all the years I
have watched it up close and now as a
member. It has come out not always on
a partisan vote but a bipartisan vote as
we have tried to get the job done.

I commend the chairman and the
ranking Democrat. Despite the fact
Senator BAUCUS, the ranking member,
will be criticized on his side of the aisle
for crossing the aisle a little ways
along the way, he did the job and he de-
serves credit.

With regard to the schedule, we have
a lot of work to do this week. This
could be a breakthrough week in which
we provide tax relief for Americans and
pass the most fundamental education
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reform in years, again, in a bipartisan
way, and that would be a tremendous
boost to the American people if they
see us doing both of those things this
week.

We will begin voting now in se-
quence. We will limit the votes to 10
minutes plus not more than 5 minutes
overtime. After the first vote, we will
cut the votes off. If we can get all the
Senators to stay in the Chamber, we
can actually get votes done in 12 min-
utes and then, of course, have 2 min-
utes equally divided to explain the next
amendment.

We are going to stick to our guns to-
night. Senator BYRD has been calling
for that. He is right. If ever there was
a time we needed to do it, it is tonight.
If we do not do that, we will be here
voting at 10 o’clock, 11 o’clock, 12
o’clock, however long it takes.

I emphasize this point. We are going
to vote on the amendments on which
we need to vote. I encourage Senators
not to insist on a vote unless they ab-
solutely have to. We are going to keep
voting until we complete our work and
get to final passage tonight because we
must go back to the education bill in
the morning, and we must begin to
have a conference meeting across the
aisle and across the Capitol tomorrow
on how we are going to proceed on tax
relief.

We are going to limit the time on
these votes. We are going to vote on
the amendments, and we are going to
vote on final passage tonight. I hope
Senators prepared for that and will not
be leaving the Capitol. Senators will
have a few minutes between votes to
run and get a sandwich. Maybe we can
get pizzas brought up. We will be glad
to invite Senators to come into our
Cloakrooms and have pizzas. We need
to get this bill finished, and we are
going to do it tonight.

Mr. REID. Will the leader yield?

Mr. LOTT. I yield to the distin-
guished Senator from Nevada who has
been in the Chamber again doing yeo-
man work. I appreciate it.

Mr. REID. I say to the leader, we
have approximately 40 amendments
that already have votes ordered on
them. It does not take much math to
figure out, if we are lucky, we can fig-
ure that is about 10 hours.

I hope people will understand the dif-
ficulty the clerks have hearing people
respond to the votes. People in the
Chamber should remain as quiet as pos-
sible, but also I hope the leader will
end some of these votes when it is re-
quired. It may mean some people will
be upset at the leader for not waiting
for them until they finish their dinner
or finish a speech, whatever it might
be. But I say to my friend, if he relents
on one vote, it means it is going to
happen the whole night.

Mr. LOTT. If I can say to the Sen-
ator, he is right, and the only way we
are going to complete our work is stay
in the Chamber and cut them off in the
regular time. I will do that. I ask for
the Senator’s support in that effort and
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the managers. That is the only way we
are going to complete this at a reason-
able hour.

Mr. BAUCUS. Will the leader yield?

Mr. LOTT. I will be glad to yield.

Mr. BAUCUS. That means the first
vote will take how many minutes?

Mr. LOTT. Not more than 20 minutes;
15 minutes, and I believe tradition al-
lows for 5 minutes overtime—not more
than 20 minutes.

Mr. BAUCUS.
amendments?

Mr. LOTT. Subsequent amendments
will be 10 minutes or could go as much
as 5 minutes overtime. When every
Senator is in, it could be as little as 12
minutes, but not more than 15 minutes.

Mr. BAUCUS. I appreciate that. I en-
courage the leader to stick with 10
minutes.

Mr. LOTT. I did that one time, and I
found out it is actually 10 minutes plus
5 minutes that is allowed under the
rule. Once every Senator is recorded, if
it is 10 minutes, 11 minutes, we will cut
it off right then. I am going to stay
here and watch every vote.

Mr. BAUCUS. And that includes 2
minutes to explain votes.

Mr. LOTT. That is correct.

Mr. REID. Will the Senator yield for
a unanimous consent request?

Mr. LOTT. I will be glad to.

Mr. REID. Mr. President, I was sup-
posed to call up an amendment, and I
did not. I ask unanimous consent that
amendment No. 747 of the Senator from
Delaware, Mr. CARPER, be allowed in
order. It is way down at the bottom,
but it is here.

Mr. LOTT. Mr. President, I do not be-
lieve there is an objection to that re-
quest.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 747
(Purpose: To provide responsible tax relief
for all income taxpayers, by way of a
$1,200,000,000,000 tax cut, and to make
available an additional $150,000,000,000 for
critical investments in education, particu-
larly for meeting the Federal Govern-
ment’s commitments under IDEA, Head

Start, and the bipartisan education reform

and ESEA reauthorization bill)

Mr. REID. Can the clerk report
amendment No. 7477

The PRESIDING OFFICER.
clerk will report.

The legislative clerk read as follows:

The Senator from Delaware [Mr. CARPER]
proposes an amendment numbered 747.

Mr. REID. Mr. President, I ask unan-
imous consent that the reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The text of the amendment is lo-
cated in today’s RECORD under
“Amendments Submitted and Pro-
posed.”)

Mr. LOTT. Mr. President, I yield the
floor.

Mr. REID. Mr. President, I ask for
the yeas and nays on the amendment
No. 747.

The PRESIDING OFFICER. Is there a
sufficient second?

And subsequent
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There is a sufficient second.
The yeas and nays were ordered.
VOTE ON MOTION TO WAIVE

The PRESIDING OFFICER. The
question is on agreeing to the motion.
The yeas and nays have been ordered.
The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from Alabama (Mr. SESSIONS)
and the Senator from Alaska (Mr. STE-
VENS) are necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 47,
nays 51, as follows:

[Rollcall Vote No. 115 Leg.]

YEAS—47

Allard Fitzgerald Murkowski
Allen Frist Nickles
Bayh Gramm Roberts
Bennett Gregg Santorum
Bond Hagel Schumer
Brownback Hatch Shelby
Bunning Helms Smith (NH)
Burns Hutchinson ;
Campbell Hutchison gg:c‘cg;EOR)
Cleland Inhofe

Thomas
Cochran Kyl
Collins Lieberman Thompson
Craig Lott Thurmond
Crapo Lugar Torricelli
Ensign McConnell Warner
Enzi Miller Wyden

NAYS—51
Akaka Dodd Landrieu
Baucus Domenici Leahy
Biden Dorgan Levin
Bingaman Durbin Lincoln
Boxer Edwards McCain
Breaux Feingold Mikulski
Byrd Feinstein Murray
Cantwell Graham Nelson (FL)
Carnahan Grassley Nelson (NE)
Carper Harkin Reed
Chafee Hollings Reid
Clinton Inouye Rockefeller
Conrad Jeffords Sarbanes
Corzine Johnson Snowe
Daschle Kennedy Stabenow
Dayton Kerry Voinovich
DeWine Kohl Wellstone
NOT VOTING—2

Sessions Stevens

The PRESIDING OFFICER. On this
vote, the yeas are 47, the nays are 51.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained, and the
amendment falls.

Mr. LOTT. Mr. President, I move to
reconsider the vote.

Mr. GRASSLEY. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. LOTT. Mr. President, I ask unan-
imous consent that the next votes in
the series be limited to 10 minutes
each, with 2 minutes before each vote
for an explanation.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 674

The PRESIDING OFFICER. Who
yields time on the Carnahan amend-
ment?

The Senator from Missouri.

Mrs. CARNAHAN. Mr. President, this
tax bill has a glaring omission. I call
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upon my colleagues to correct it. One
group, those in the 15-percent marginal
tax bracket, have been overlooked.
There is no rate cut for them.

Who are these people? They are the
forgotten middle-income, working fam-
ilies, those who have a gross family in-
come of $30,000 to $65,000, 72 million
Americans—1.7 million of them in Mis-
souri; 44 percent of all Missouri tax-
payers. They do not walk these halls.
They work every day. They pick up
their children at daycare. They pay
their bills. They help their children
with their homework. They take care
of their elderly parents. They trust us
to do what is fair. We can do so by re-
ducing this tax rate by 1 point, to 14
percent.

To overlook 17 million Americans is
a sin of omission we must not commit.
I encourage my Democratic and Repub-
lican colleagues to correct this wrong.

I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, this
amendment guts our tax relief bill by
$87 billion. It increases taxes, then, on
families and working people by $87 bil-
lion by denying the tax cuts in the bi-
partisan bill.

This amendment not only delays the
reduction in marginal rates; it provides
only a 1-point reduction in marginal
rates. This 1-point reduction equals the
tax relief that our bipartisan tax plan
provides in the first year alone. Our
plan’s additional tax cuts would be
eliminated entirely by this amend-
ment.

The proposal of Senators DASCHLE
and CARNAHAN would actually make
our tax system less progressive by giv-
ing greater savings to upper income
taxpayers as they pass through the 14-
percent bracket.

When you are really serious about re-
ducing the tax burden for people in the
15-percent income bracket, you target
your available resources to people at
that income level. That is exactly what
we have done. For those earning be-
tween $12,000 and $45,000, we have pro-
vided tax relief ranging from 9 percent
on one end to 33 percent on the other.
This is a conclusion made by the non-
partisan Joint Committee on Taxation.

To all of my colleagues on both sides
of the aisle who supported the budget
resolution, a vote for this amendment
destroys our efforts to provide a $1.35
trillion tax cut.

I urge you to vote against the amend-
ment.

The PRESIDING OFFICER. The
question is on agreeing to amendment
No. 674. The yeas and nays have been
ordered. The clerk will call the roll.

The legislative clerk called the roll.

Mr. INOUYE. Mr. President, on this
vote, I have a pair with the Senator
from Alaska, Mr. STEVENS. If he were
present and voting, he would vote
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“nay.” If I were at liberty to vote, I
would vote ‘‘yea.” Therefore, I with-
hold my vote.

The PRESIDING OFFICER (Mr. EN-
SIGN). Are there any other Senators in
the Chamber desiring to vote?

The result was announced—yeas 48,
nays 50, as follows:

[Rollcall Vote No. 116 Leg.]

YEAS—48
Akaka Dodd Lieberman
Bayh Dorgan Lincoln
Biden Durbin McCain
Bingaman Edwards Mikulski
Boxer Feingold Murray
Breaux Feinstein Nelson (FL)
Byrd Graham Nelson (NE)
Cantwell Harkin Reed
Carnahan Hollings Reid
Carper Johnson Rockefeller
Cleland Kennedy Sarbanes
Clinton Kerry Schumer
Conrad Kohl Stabenow
Corzine Landrieu Torricelli
Daschle Leahy Wellstone
Dayton Levin Wyden

NAYS—50
Allard Enzi Miller
Allen Fitzgerald Murkowski
Baucus Frist Nickles
Bennett Gramm Roberts
Bond Grassley Santorum
Brownback Gregg Sessions
Bunnin; Hagel
Burns ¢ Ha%ch :?yiﬁymm
Campbell Helms Smith (OR)
Chafee Hutchinson Snowe
Cochran Hutchison
Collins Inhofe Specter
Craig Jeffords Thomas
Crapo Kyl Thompson
DeWine Lott Thurmond
Domenici Lugar Voinovich
Ensign McConnell Warner

NOT VOTING—1
Stevens
PRESENT AND GIVING A LIVE PAIR—1
Inouye

The amendment (No. 674) was re-
jected.

Mr. LOTT. Mr. President, I move to
reconsider the vote and I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 670

The PRESIDING OFFICER. There
are 2 minutes evenly divided on the
Fitzgerald amendment No. 670.

Who yields time?

Mr. GRASSLEY. Mr. President, we
are going to yield back all time on this
amendment and accept the amend-
ment.

The PRESIDING OFFICER. All time
has been yielded back.

The question is on agreeing to the
amendment of the Senator from Illi-
nois.

The amendment (No. 670) was agreed
to.

AMENDMENT NO. 675

The PRESIDING OFFICER. The
question is on agreeing to the Collins
amendment No. 675. Who yields time?

Mr. GRASSLEY. Mr. President, may
we have order, please.

The PRESIDING OFFICER. The Sen-
ate will come to order.

Mr. GRASSLEY. Mr. President, I ask
that we pass over the Collins amend-
ment and not vote on it now and go on
to the next amendment.
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The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

AMENDMENT NO. 679

The PRESIDING OFFICER. The next
amendment is Rockefeller amendment
679.

Who yields time?

Mr. BAUCUS. Mr. President, the Sen-
ate is not in order. The Senator from
West Virginia has an amendment, and I
think we all should give him our atten-
tion.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized.

Mr. ROCKEFELLER. Mr. President,
my amendment is a very simple one. It
asks Senators to choose between
whether or not they would rather first
implement a prescription drug provi-
sion for all Americans, a universal pre-
scription drug provision for all Ameri-
cans, before the top income tax bracket
reduction would become available. It
does not eliminate the income tax re-
duction. It only says we have to do the
prescription drug provision first. We
have a year and a half to do it. That is
plenty of time.

The objection raised on the floor was
that it was not constitutional. We con-
sulted extensively over the weekend
and OMB found it to be constitutional
and that, in fact, it could be and would
be constitutional. There was not a
problem.

The PRESIDING OFFICER. The time
of the Senator has expired.

Mr. ROCKEFELLER. I ask unani-
mous consent for 10 seconds.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROCKEFELLER. Mr. President,
the modification that I would ask is
that OMB be allowed to certify the
amendment as being in proper order.

The PRESIDING OFFICER. Without
objection——

Mr. GRASSLEY. I object.

The PRESIDING OFFICER. Is the
Senator seeking to modify his amend-
ment?

Mr. ROCKEFELLER. Yes, I seek to
modify the amendment.

The PRESIDING OFFICER. Is there
objection?

Mr. ROCKEFELLER. Mr. President, I
believe the Senator has a right to mod-
ify his amendment.

Mr. GRASSLEY. I object.

The PRESIDING OFFICER. It takes
unanimous consent at this time to
modify an amendment. Is there objec-
tion?

Mr. GRASSLEY. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. GRASSLEY. Mr. President, 2
weeks ago, we passed the budget reso-
lution. It seems as if we are involved in
redebating the enacted budget resolu-
tion. The budget resolution provides
record levels of funding for prescrip-
tion drug coverage. The budget resolu-
tion also says we have more than
enough tax surplus to enact the tax cut
before us. We handle one issue at a
time in the Senate.
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The Finance Committee will address
the prescription drug issue at a later
time. I have said that I hope to do that
in committee the last 2 weeks of July.
The Senate does make one piece of leg-
islation contingent upon another.

The pending amendment is not ger-
mane to the provisions of the reconcili-
ation measure. I therefore raise a point
of order against the amendment under
section 305(b)(2) of the Budget Act.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. ROCKEFELLER. Mr. President, I
heard the Senator from Iowa, and I
move to waive the Budget Act and ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is on agreeing to the
motion. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from Arkansas (Mr. STEVENS)
is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 48,
nays 51, as follows:

[Rollcall Vote No. 117 Leg.]

YEAS—48
Akaka Dorgan Levin
Bayh Durbin Lieberman
Biden Edwards Lincoln
Bingaman Feingold McCain
Boxer Feinstein Mikulski
Byrd Graham Murray
Cantwell Harkin Nelson (FL)
Carnahan Hollings Reed
Carper Inouye Reid
Cleland Jeffords Rockefeller
Clinton Johnson Sarbanes
Conrad Kennedy Schumer
Corzine Kerry Specter
Daschle Kohl Stabenow
Dayton Landrieu Wellstone
Dodd Leahy Wyden

NAYS—51
Allard Ensign Miller
Allen Enzi Murkowski
Baucus Fitzgerald Nelson (NE)
Bennett Frist Nickles
Bond Gramm Roberts
Breaux Grassley Santorum
Brownback Gregg Sessions
Bunning Hagel Shelby
Burns Hatch Smith (NH)
Campbell Helms Smith (OR)
Chafee Hutchinson Snowe
Cochran Hutchison Thomas
Collins Inhofe Thompson
Craig Kyl Thurmond
Crapo Lott Torricelli
DeWine Lugar Voinovich
Domenici McConnell Warner

NOT VOTING—1
Stevens

The PRESIDING OFFICER. On this
vote the yeas are 48, the nays are 51.
Three-fifths of the Senators duty cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained, and the
amendment falls.

AMENDMENT NO. 685, AS MODIFIED

The PRESIDING OFFICER. The
question is on amendment No. 685 of-
fered by the Senator from Indiana, Mr.
BAYH.

Mr. BAYH. Mr. President, I thank my
colleague from Montana for his gra-
ciousness.
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The decisions we are soon to make
will affect the welfare of our Nation for
many years to come. The estimates
and assumptions that underlie these
decisions are uncertain and unstable,
at best. The last time we were called
upon as a body to make decisions of
this magnitude, we did not make them
as well as we might have, for the as-
sumptions and estimates were inac-
curate, leading to the largest budget
deficits, the largest increase in the na-
tional debt in our Nation’s history and
six separate tax increases to right the
fiscal ship of state.

We must do better than that. We owe
it to those who have sent us to the Sen-
ate to do more than hope for the best.
We owe it to them to do more than to
hope things work out better than they
did the last time.

This amendment will ensure that we
take the fiscally responsible course to
preserve Social Security and Medicare,
to balance the budget, and to pay down
the debt. I urge adoption.

Mr. NELSON of Florida. Mr. Presi-
dent, I rise in support as a cosponsor of
the amendment offered by Senator
BAYH and other colleagues to create a
“Trust Fund Protection Trigger.” this
amendment is simple. This amendment
would keep us honest. It would prevent
us from raiding Social Security and
Medicare Trust funds. As long as speci-
fied debt reduction targets are met, the
phase in of tax cuts continue as sched-
uled.

This amendment to the tax cut rec-
onciliation bill would create a safety
mechanism to address the danger of fis-
cally irresponsible tax cuts or federal
spending leading our nation back to a
period of budget deficits. We must
make sure we continue paying down
our national debt and protecting Social
Security and Medicare.

Mrs. FEINSTEIN. Mr. President, I
rise in support of the amendment of-
fered by my colleagues Senators BAYH
and SNOWE to create a ‘‘trigger mecha-
nism’ to make sure that the tax cuts
we are considering here today will not
endanger the projected surpluses or
undo the hard work and hard choices of
the past decade which have allowed us
to eliminate deficits and pay down the
debt.

The Congressional Budget Office has
projected a unified budget surplus over
the next 10 years of some $5.6 trillion,
with a $3.1 trillion on-budget surplus.
These projected surpluses provide the
basis for the consideration of the tax
bill before us today.

Indeed, the unprecedented economic
expansion of the past decade and our
current and projected budget surpluses
have provided an unparalleled oppor-
tunity for the Congress and the admin-
istration to take action to provide all
working Americans with a reduction in
their taxes, pay down the debt, and
meet urgent domestic priorities such
as health care, education, and the envi-
ronment, and to do so in a fiscally re-
sponsible way.

And although there are many ele-
ments of the reconciliation bill as re-
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ported out of committee which I sup-
port—marriage penalty relief, for ex-
ample—one of my concerns with this
tax bill is that there is little margin
for error if the surpluses not mate-
rialize.

In January 2000 the CBO baseline sur-
plus estimate was $3.2 trillion. In Janu-
ary 2001 the estimate was $5.6 trillion,
a $2.4 trillion change. There is no guar-
antee that these projections will not
swing back in the other direction and,
in fact, there is $4 trillion difference in
surplus projections between the CBO
baseline and the CBO ‘‘pessimistic”
scenario.

Now, I am not saying that the pessi-
mistic scenario is likely. But I do be-
lieve that we have to be cautious.

When I first came to the Senate in
1993 we were facing mounting deficits
and an ocean of red ink. It took a lot of
hard work and a lot of tough decisions
to get spending under control. I am
proud of what we accomplished, and
don’t want to go back to a situation
where instead of paying down the Fed-
eral debt as we are now we are once
again incurring more and more debt.

That is why I support this amend-
ment, which creates a trigger mecha-
nism that would make the implemen-
tation of the tax cuts—or any new
large spending increases—dependent on
the surplus projections actually mate-
rializing and continued success in
meeting debt reduction targets.

The amendment creates a review
mechanism for Congress to make sure
that as we proceed with implementing
the elements of the tax cuts in this leg-
islation that the surpluses have actu-
ally materialized and that phasing-in
new elements of the tax package would
not set us back down the road to defi-
cits and growing debt. Should the sur-
plus drop, and we do not meet debt re-
duction targets, the tax cuts scheduled
to phase-in the following year would be
delayed by one year.

The advantage of this approach is
that it makes tax cuts dependent on
fiscal discipline and provides a brake
against runaway spending. It is a safe-
ty valve against a return to deficits. In
fact, Federal Reserve Chairman Green-
span endorsed this approach in testi-
mony before the Senate earlier this
year.

We have a great opportunity to pro-
vide tax cuts to the American people.
We need to take advantage of this op-
portunity, but we must do so in a way
that is fiscally responsible. I urge my
colleagues to support this bipartisan
trigger amendment.

Mr. BAUCUS. Mr. President, these
remarks are meant as a substitution
for remarks regarding the trigger
amendment to H.R. 1836 when debated
May 17, 2001. I speak in opposition to
the pending amendment as it is based
upon uncertainty, the uncertainty lay-
ered on top of the uncertainty is
whether the trigger will be pulled.

We cannot legislate certainty. We
can only exercise good judgment. We,
as a Congress, in these next years, have
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to decide what to do according to the
circumstances at the time and exercise
good judgment as to what we should
do.

Unfortunately, we have not been able
to explore the full policy ramifications
of this amendment. We have not been
able to adequately debate the sub-
stance of this amendment. It is because
we are in this time constraint where
everything is rushed, and nobody has
been able to look at the substance.
There have been no hearings on this.

First, you cannot and should not
limit public debt management. The
Treasury Secretary has to have discre-
tion in debt management. Right off the
top, we are tying the hands of the
Treasury Secretary, for whatever rea-
son he or she may want to borrow
more, sell more securities, sell more
bonds for domestic reasons or for inter-
national reasons.

Secretary Rubin has said consist-
ently that we should not tie debt man-
agement to fiscal policy. You should
not do it. It is wrong.

I understand why the Senator from
Indiana is offering this amendment,
and I understand why the Senator from
Maine is offering the amendment.

Let me talk about the uncertainties
in this amendment. This amendment
essentially provides, I will summarize
it, scheduled debt reduction targets, in
even numbered years, and the Treasury
Secretary will certify whether these
targets are being met.

If they are not being met, then what
happens? What is triggered is that re-
ductions in taxes are automatically
stopped, the growth rates for discre-
tionary spending are automatically
held at the rate of inflation, and enti-
tlement spending increases are auto-
matically stopped.

What about a Medicare drug benefit?
I heard that entitlement increases will
be stopped. No, I will stand corrected
because I see the Senator from Indiana
shaking his head. But the way it is
drafted, new entitlement spending, as I
understand it, is included in the trig-
ger. But I stand to be corrected if that
is not the case, but that is how I read
this amendment now.

What happens in odd-numbered
years? Things are not automatic. But
any Member can stand up in this
Chamber and say the targets have not
been met and set a trigger process in
motion. That is too much uncertainty.

Do we really want to tie our hands
like that? Do we want to limit our dis-
cretion in future years as to what is
best by putting this automatic provi-
sion in the law? Do we want to tie the
hands of our Treasury Secretary in
debt management? Do we really want
to do that?

Talk about the steepness of the yield
curve. Why is the yield curve steep? It
is steep because the bond market today
believes in the outyears that interest
rates are going to rise. Why? Because
the Federal Reserve has just lowered
interest rates by 50 basis points. And
because this tax cut is going to pass.
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The market thinks there is going to be
growth because of the stimulus of this
tax cut and because of the lowering of
short-term interest rates. As a result,
the market believes there will be infla-
tion in the outyears; therefore, long-
term interest rates are going to be
higher.

I believe the policy consequences of
this amendment have not been fully ex-
plored and that it is based on too much
uncertainty. We should not adopt it.

Mr. GRASSLEY. I raise two points
about this amendment before I raise a
point of order. A trigger would sub-
stantially reduce the economic benefits
of tax cuts, making it more likely that
the debt reduction target would not be
met.

Second, there is no reason that we
need a trigger to raise taxes. The re-
ality is, Congress is not shy about rais-
ing taxes. We have actually reduced
taxes in 1981, and we raised taxes in
1982, 1984, 1987, 1989, 1990, and 1993 be-
fore we reduced taxes once again in
1997.

What is rare is for Congress, then, to
actually give tax relief such as we are
now.

The Senator from Virginia, Mr.
ALLEN, has an amendment to the
amendment, and I defer to him at this
time.

The PRESIDING OFFICER. The Sen-
ator from Virginia.

AMENDMENT NO. 751 TO AMENDMENT NO. 685

Mr. ALLEN. Mr. President, I have a
second-degree amendment that I send
to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Virginia [Mr.
ALLEN] proposes an amendment num-
bered 751 to amendment No. 685.

Mr. ALLEN. I ask unanimous consent
the reading of the amendment be dis-
pensed.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To provide for a tax cut
accelerator)

At the end of the amendment, add the fol-
lowing:

TITLE  —TAX CUT ACCELERATOR
SEC. . TAX CUT ACCELERATOR.

(a) REPORTING ADDITIONAL SURPLUSES.—If
any report provided pursuant to section
202(e)(1) of the Congressional Budget Act of
1974, estimates an on-budget surplus, exclud-
ing social security and medicare surplus ac-
counts, that exceeds such an on-budget sur-
plus set forth in such a report for the pre-
ceding year, the chairman of the Committee
on the Budget of the Senate shall make ad-
justments in the resolution for the next fis-
cal year as provided in subsection (b).

(b) ADJUSTMENTS.—The chairman of the
Committee on the Budget of the Senate shall
make the following adjustments in an
amount not to exceed the difference between
the on-budget surpluses in the reports re-
ferred to in subsection (a):

(1) Reduce the on-budget revenue aggre-
gate by that amount for the fiscal years in-
cluded in such reports.

(2) Adjust the instruction to the Com-
mittee on Finance to increase the reduction

S5251

in revenues by the sum of the amounts for
the period of such fiscal years in such man-
ner as to not produce an on-budget deficit in
the next fiscal year, over the next 5 fiscal
years, or over the next 10 fiscal years and to
require a report of reconciliation legislation
by the Committee on Finance not later than
March 15.

(3) Adjust such other levels in such resolu-
tion, as appropriate, and the Senate pay-as-
you-go scorecard.

Mr. BAYH. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The Sen-
ator from Virginia has the floor.

Mr. ALLEN. There is a great deal of
discussion about slowdowns or break-
ing on tax cuts. In my view, there
ought to be an accelerator if more rev-
enues come in than anticipated. Too
often the Federal Government reminds
me of the Jerry Reed tune: The Federal
Government gets the gold mine but the
taxpayers get the shaft.

In my view, if more gold is coming in
for surplus, the taxpayers ought to get
a few of those nuggets and they ought
to get the first claim on surplus reve-
nues coming in at a greater rate than
anticipated.

This amendment makes sure if there
are breaks, there also is an accelerator
for the taxpayers. I hope it would be
the pleasure of the Senate to adopt my
amendment in the event that the
amendment of the Senator from Indi-
ana is adopted.

The PRESIDING OFFICER. Who
yields time? There is 1 minute in oppo-
sition.

The Senator from Michigan.

Ms. STABENOW. I ask my colleagues
for the opportunity for an up-or-down
vote on this very important trigger. I
ask we vote no on the Allen amend-
ment and instead support this bipar-
tisan amendment.

We thank Senator SNOWE for working
with us on an amendment that simply
says we will not use Medicare and So-
cial Security trust funds for either tax
cuts or increased spending. The tax
cuts go into place under our amend-
ment, as does the spending, through
the normal budget process, but the
point at which the revenues are not
available, both the next phase of the
tax cut and any increased spending
above inflation, would be suspended
until we had the opportunity to reas-
sess the situation.

This is a recommendation given by
Chairman Greenspan before our Budget
Committee that puts before us the very
important value of paying down our
national debt first, protecting Social
Security and Medicare first.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I
raise a point of order on germaneness;
that the underlying amendment is not
germane to the provisions of the rec-
onciliation measure. The point of order
is against the amendment under sec-
tion 305(b)(2) of the Budget Act.

Mr. BAYH. I move to waive the Budg-
et Act, and I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second? There is a sufficient
second.
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The question is on agreeing to the
motion. The clerk will call the roll.

The legislative clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 49,
nays 50, as follows:

[Rollcall Vote No. 118 Leg.]

YEAS—49
Akaka Dorgan Lincoln
Bayh Durbin Mikulski
Biden Edwards Murray
Bingaman Feinstein Nelson (FL)
Boxer Graham Nelson (NE)
Cantwell Harkin Reed
Carnahan Hollings Reid
Carper Inouye
Chafee Jeffords 2?:1?1?:1121?
Cleland Johnson Snowe
Clinton Kennedy
Collins Kerry Specter
Conrad Kohl Stabenow
Corzine Landrieu Torricelli
Daschle Leahy Wellstone
Dayton Levin Wyden
Dodd Lieberman
NAYS—50

Allard Enzi McConnell
Allen Feingold Miller
Baucus Fitzgerald Murkowski
Bennett Frist Nickles
Bond Gramm Roberts
Breaux Grassley Rockefeller
Brownback Gregg Santorum
Bunning Hagel :
Burns Hatch Sflssmns

elby
Byrd Helms .
Campbell Hutchinson Sm%th (NH)
Cochran Hutchison Smith (OR)
Craig Inhofe Thomas
Crapo Kyl Thompson
DeWine Lott Thurmond
Domenici Lugar Voinovich
Ensign McCain Warner

NOT VOTING—1
Stevens

The PRESIDING OFFICER. On this
vote the yeas are 49, the nays are 50.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

The Senator from Montana.

AMENDMENT NO. 686, WITHDRAWN

Mr. BAUCUS. Mr. President, on be-
half of Senator LANDRIEU, I ask her
amendment be withdrawn. We are
working on it. I think we will find a
way.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 687

The PRESIDING OFFICER. The
question is on agreeing to amendment
687 offered by Senator GRAHAM of Flor-
ida.

Mr. GRAHAM. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from Florida.

Mr. GRAHAM. Mr. President, this
amendment has two principal provi-
sions. First, it stands for the principle
that we should have a series of tax bills
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before the Congress where we can con-
sider one at a time, rather than a sin-
gle gargantuan bill as is before us to-
night. Second, we believe the purpose
of the first tax bill should be to deal
with the first economic challenge of
America, which is a slowing economy.

I would like to call on my colleague,
Senator CORZINE, for discussion.

Mr. CORZINE. Mr. President, let me
say it is clear we have a need to take
out an economic insurance policy on an
economy for which the Federal Reserve
judged it needed to reduce interest
rates five times—2% percent—in less
than 4 months. I think there is clear
need to address rising unemployment,
making sure that consumer confidence
stays secure. If we want to have those
economic assumptions strong, we
should pass this bill.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, this
is a key amendment that would de-
stroy the bipartisan tax bill that we
have before us. He proposes to stimu-
late the economy by expanding the
range of the income eligible for the
new 10-percent rate. But Senator GRA-
HAM has not emphasized the tremen-
dous price that would be paid, and that
would be eliminating the rest of the
tax bill. The only thing that would sur-
vive is the 10-percent rate. Worst of all,
the Senator’s proposal would actually
increase taxes on middle-income Amer-
icans because a family of four with
$60,000 in taxable income would pay
$100 more in taxes under the Graham
amendment than they would pay under
our bipartisan tax bill when fully
phased in.

If this amendment is successful, Sen-
ator GRAHAM then would, of course, de-
stroy our bipartisan effort to provide
$1.3 trillion tax relief.

The PRESIDING OFFICER. The time
of the Senator has expired.

The question is on agreeing to the
amendment. The yeas and nays have
been ordered. The clerk will call the
roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS), is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 35,
nays 64, as follows:

[Rollcall Vote No. 119 Leg.]

YEAS—35
Akaka Dorgan Murray
Biden Feingold Nelson (FL)
Bingaman Graham Reed
Boxer Hollings Reid
Byrd Inouye Rockefeller
Cantwell Johnson Sarbanes
Clinton Kennedy Schumer
Conrad Kerry Stabenow
Corzine Leapy Torricelli
Daschle Levin Wellstone
Dayton Lieberman Wyd
Dodd Mikulski yden
NAYS—64
Allard Bayh Breaux
Allen Bennett Brownback
Baucus Bond Bunning
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Burns Gramm Miller
Campbell Grassley Murkowski
Carnahan Gregg Nelson (NE)
Carper Hagel Nickles
Chafee Harkin Roberts
Cleland Hatch Santorum
Cochran Helms Sessions
Collins Hutchinson
Craig Hutchison erlneilttily (NH)
Crapo Inhofe Smith (OR)
DeWine Jeffords
Domenici Kohl Snowe
Durbin Kyl Specter
Edwards Landrieu Thomas
Ensign Lincoln Thompson
Enzi Lott Thurmond
Feinstein Lugar Voinovich
Fitzgerald McCain Warner
Frist McConnell

NOT VOTING—1

Stevens

The amendment (No. 687) was re-
jected.

AMENDMENT NO. 688

The PRESIDING OFFICER. There
will now be 2 minutes evenly divided on
the Graham amendment No. 688.

The PRESIDING OFFICER. Who
yields time?

Mr. GRAHAM. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. GRAHAM. Mr. President, when
President Bush sent us his proposal for
the repeal of the estate tax, he sug-
gested that both the State and the Fed-
eral components of that estate tax be
treated equitably. Twenty percent of
the estate tax collected by the Federal
Government is remitted to our 50
States in the form of a State credit.
The other 80 percent stays in the Fed-
eral Treasury.

Under the bill that is before us, half
of the State’s share will go out of effect
as of January 1, 2002, and the other half
will go out of effect as of January 1,
2005, and the Federal share does not go
out of effect until January 1, 2011.

So what we are essentially saying is,
we are rejecting the recommendation
of the President. We are saying that we
are going to get ours first, and let the
States have to eat a substantial
amount of this reduction beginning
January 1 of next year.

My State, as probably most of yours,
has already passed its budget for the
next fiscal year. Gov. Jeb Bush told me
today it is going to cost him approxi-
mately $200 million in this year’s al-
ready-passed budget.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. GRAHAM. I recommend that my
colleagues look at the letter from the
NGA as to what this will do to your
State. Call your Governor and support
this amendment.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Who yields time in opposition?

The Senator from Iowa.

Mr. GRASSLEY. This amendment
was offered at 11 p.m., Thursday, so
you have not had a chance to take into
consideration what he proposes to pro-
vide for the State treasuries at the ex-
pense of the Federal Treasury.
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What Senator GRAHAM has not shared
is that his zeal to protect the State
treasuries is at the expense of the
American taxpayer and, most impor-
tantly, the estate tax reform provi-
sions in this bill.

If you would read from his amend-
ment: Beginning on page 64 strike
through page 66. What that really says
is: Strike all estate tax reductions.
Strike all State death tax changes and
slash the unified credit.

We may have heard from Governors,
obviously, on this. Do we believe that
the Governors really believe our bipar-
tisan death tax reform package should
be slashed for the mere convenience of
State treasuries?

Do we really believe that the Amer-
ican taxpayer with estates between $2
million and $4 million should accept
the burden of funding the States’ cof-
fers merely because the States have al-
ready drafted a budget and they do not
want to get around to drafting another
budget for a couple years?

I ask that you kill this amendment.

The PRESIDING OFFICER. The
question is on agreeing to Graham
amendment No. 688. The yeas and nays
have been ordered.

The clerk will call the roll.

The legislative clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 39,
nays 60, as follows:

[Rollcall Vote No. 120 Leg.]

YEAS—39
Akaka Dorgan Lieberman
Biden Durbin Mikulski
Bingaman Feinstein Murray
Boxer Graham Nelson (FL)
Byrd Harkin Reed
Cantwell Hollings Reid
Carper Inouye Rockefeller
Clinton Johnson Sarbanes
Conrad Kennedy Schumer
Corzine Kerry Stabenow
Daschle Kohl Thomas
Dayton Leahy Torricelli
Dodd Levin Wellstone
NAYS—60
Allard Edwards Lugar
Allen Ensign McCain
Baucus Enzi McConnell
Bayh Feingold Miller
Bennett Fitzgerald Murkowski
Bond Frist Nelson (NE)
Breaux Gramm Nickles
Brownback Grassley Roberts
Bunning Gregg Santorum
Burns Hagel Sessions
Campbell Hatch Shelby
Carnahan Helms Smith (NH)
Chafee Hutchinson Smith (OR)
Cleland Hutchison Snowe
Cochran Inhofe Specter
Collins Jeffords Thompson
Craig Kyl Thurmond
Crapo Landrieu Voinovich
DeWine Lincoln Warner
Domenici Lott Wyden
NOT VOTING—1
Stevens
The amendment (No. 688) was re-
jected.

Mr. LOTT. Mr. President, I move to
reconsider the vote, and I move to lay
that motion on the table.
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The motion to lay on the table was
agreed to.

MOTION TO COMMIT

The PRESIDING OFFICER. There
are 2 minutes equally divided on the
Wellstone motion to commit. The Sen-
ator from Minnesota.

Mr. WELLSTONE. Mr. President, I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.

Mr. WELLSTONE. Mr. President,
this motion will provide $120 billion
over the next 10 years for children and
education. We do this by cutting the
tax cuts for the top .7 percent, al-
though a couple will still be able to
have tax cuts up to $8,400 a year. This
is just half of the Harkin amendment.
Fifty-two Senators voted to take
money out of the tax cuts and put it
into children and education. We need 60
votes on this amendment. In other
words, even after this amendment
passes, you have $10 for tax cuts and
you will have $1 for children and edu-
cation. That seems to be balance to
me. I hope there will be a strong vote
for this amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I ap-
preciate the Senator from Minnesota
always speaking strongly for the need
to do more for education, but this is
not the place for this particular issue.
In addition, this motion, if it went into
effect, would delay the over $30 billion
of tax incentives for education that we
already have in this bipartisan bill.

This amendment also is not germane.
Consequently, I raise a point of order
on the germaneness of this provision
on a reconciliation measure and that
the amendment will come under sec-
tion 305(b)(2) of the Budget Act.

Mr. WELLSTONE. Mr. President, I
move to waive the Budget Act, and I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is on agreeing to the
motion. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 41,
nays 58, as follows:

[Rollcall Vote No. 121 Leg.]

YEAS—41
Akaka Daschle Hollings
Bayh Dayton Inouye
Biden Dodd Johnson
Bingaman Dorgan Kennedy
Boxer Durbin Kerry
Byrd Edwards Kohl
Cantwell Feingold Landrieu
Clinton Feinstein Leahy
Conrad Graham Levin
Corzine Harkin Lieberman
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Mikulski Reid Stabenow
Murray Rockefeller Wellstone
Nelson (FL) Sarbanes Wyden
Reed Schumer
NAYS—58

Allard Ensign Miller
Allen Enzi Murkowski
Baucus Fitzgerald Nelson (NE)
Bennett Frist Nickles
Bond Gramm Roberts
Breaux Grassley Santorum
Brownback Gregg Sessions
Bunning Hagel
Burns Hatch ghe'lby

mith (NH)
Campbell Helms Smith (OR)
Carnahan Hutchinson
Carper Hutchison Snowe
Chafee Inhofe Specter
Cleland Jeffords Thomas
Cochran Kyl Thompson
Collins Lincoln Thurmond
Craig Lott Torricelli
Crapo Lugar Voinovich
DeWine McCain Warner
Domenici McConnell

NOT VOTING—1
Stevens

The PRESIDING OFFICER. On this
vote the yeas are 41, the nays are 58.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
motion falls.

Mr. LOTT. I move to reconsider the
vote, and I move to lay that motion on
the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

AMENDMENT NOS. 697 AND 701, WITHDRAWN

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that Senator
HATCH’Ss amendment No. 697 and Sen-
ator KERRY’s amendment No. 701 be
withdrawn. We are working on those in
other ways, so that Members under-
stand.

The PRESIDING OFFICER. Without
objection, it is so ordered. The amend-
ments are withdrawn.

AMENDMENT NO. 703

The PRESIDING OFFICER. The
question is on agreeing to amendment
No. 703, authored by the Senator from
West Virginia, Mr. BYRD.

The Senator from West Virginia is
recognized.

Mr. BYRD. Mr. President, Congress
has the opportunity to ensure the long-
term solvency of Social Security and
Medicare. This tax cut, however, would
squander that opportunity.

My amendment would reduce the size
of the tax cut and place the savings
into a reserve fund for Social Security
reform, Medicare reform, and a pre-
scription drug benefit. This amend-
ment would retain those tax cuts in-
cluded in the bill that would benefit
lower and middle-income taxpayers,
such as the creation of a 10-percent
bracket, expansion of the child credit,
marriage penalty relief, pension re-
form, education tax incentives, and al-
ternative minimum tax relief.

This amendment would also retain
the estate tax relief provided in the bill
through an increased exemption credit.
But the amendment would strike from
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the bill the marginal rate reductions
and the estate and gift tax repeal, both
of which would only benefit the
wealthiest taxpayers in the Nation, so
that those funds can be redirected into
Social Security and Medicare reform.

Unlike the underlying bill, this
amendment would help to ensure that
Social Security and Medicare benefits
are available for future retirees, while
still providing a substantial tax cut
that would be more evenly distributed
amongst the American taxpayers.

I hope the Senators will vote to sup-
port the amendment.

Mr. GRASSLEY. Mr. President, the
Senator from West Virginia has very
well described what his amendment
does, and that description in itself
gives the reasons why we should be
against it.

No. 1, it would deny the death tax re-
lief this bill provides with a credit up
to $4 million to help the estates from
paying the estate tax.

This will also be a massive tax in-
crease compared to the bill before us
because it eliminates all relief in mar-
ginal rates except for the 10-percent
rate. And also it would eliminate the
entire estate tax amendments we have.

Also, I believe this amendment is not
germane, and I raise the point of ger-
maneness on a reconciliation measure
because it does not comply with sec-
tion 305(b)(2) of the Budget Act.

Mr. BYRD. Mr. President, pursuant
to section 904 of the Congressional
Budget Act of 1974, I move to waive the
applicable sections of that act for the
purposes of the pending amendment. I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is on agreeing to the
motion. The clerk will call the roll.

The legislative clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 39,
nays 60, as follows:

[Rollcall Vote No. 122 Leg.]

YEAS—39
Akaka Dorgan Kohl
Biden Durbin Leahy
Bingaman Edwards Levin
Boxer Feingold Lieberman
Byrd Feinstein Mikulski
Cantwell Graham Murray
Carper Harkin Nelson (FL)
Clinton Hollings Reed
Conrad Inouye Reid
Corzine Jeffords Rockefeller
Daschle Johnson Sarbanes
Dayton Kennedy Stabenow
Dodd Kerry Wellstone

NAYS—60
Allard Burns DeWine
Allen Campbell Domenici
Baucus Carnahan Ensign
Bayh Chafee Enzi
Bennett Cleland Fitzgerald
Bond Cochran Frist
Breaux Collins Gramm
Brownback Craig Grassley
Bunning Crapo Gregg
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Hagel McCain Smith (NH)
Hatch McConnell Smith (OR)
Helms Miller Snowe
Hutchinson Murkowski Specter
Hutchison Nelson (NE) Thomas
Inhofe Nickles Thompson
Kyl Roberts Thurmond
Landrieu Santorum Torricelli
Lincoln Schumer Voinovich
Lott Sessions Warner
Lugar Shelby Wyden

NOT VOTING—1

Stevens

The PRESIDING OFFICER. On this
vote the yeas are 39 and the nays are
60. Three fifths of the Senators duly
chosen and sworn not having voted in
the affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

AMENDMENT NO. 707, WITHDRAWN

Mr. GRASSLEY. Mr. President, for
Mr. JEFFORDS, I ask unanimous con-
sent that amendment No. 707 be with-
drawn.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment (No. 707) was with-
drawn.

AMENDMENT NO. 695

The PRESIDING OFFICER. The
question is on agreeing to amendment
No. 695 offered by Senator DoDD of Con-
necticut.

Mr. DODD. Mr. President, very brief-
ly, what this amendment does is to try
to provide some resources for reducing
the level of the national debt. We are
spending $220 billion a year in interest
payments on the debt, a number that is
vastly in excess of what it ought to be.

We also believe, in addition to reduc-
ing the debt, in providing resources for
nontransportation infrastructure
needs—water, wastewater systems,
sewage systems, schools. We are told
that some $23 billion a year for the
next 20 years every year will be needed
just to repair water and wastewater
treatment facilities in the United
States.

My amendment takes the rate reduc-
tions for the top income earners from
39.6 to 38. And it also modifies the es-
tate tax to accommodate reducing that
national debt and providing resources
for the infrastructure needs of this
country.

You are never going to have eco-
nomic growth if you continue to have
debt amounting to the levels we do and
if you don’t invest in the basic infra-
structure of this country. For those
reasons, I urge adoption of the amend-
ment.

Mr. GRASSLEY. Mr. President, I
urge the defeat of this amendment. We
have hundreds of thousands of Amer-
ican taxpayers who deserve immediate
tax relief and they are being cast aside
if this amendment is adopted.

For instance, the wunified -credit
would only be $2 million in the year
2010, whereas our bipartisan RELIEF
Act raises the unified credit to $4 mil-
lion per person.

Remember, that is $8 million per
family, no strings attached. You don’t
need to have a family farm or a family
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business. The RELIEF Act makes it
simple. There is no long-term lien. It is
simple. The death tax stays at 60 per-
cent under this amendment. There is
no repeal, no help at all. I urge the de-
feat of this amendment. Also, the mar-
ginal rate tax cuts are scaled back.

Finally, even though the Senator
talks about infrastructure, this amend-
ment spends not one penny on infra-
structure.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered. The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 39,
nays 60, as follows:

[Rollcall Vote No. 123 Leg.]

YEAS—39
Akaka Dodd Kohl
Biden Dorgan Leahy
Bingaman Durbin Levin
Boxer Feingold Lieberman
Byrd Feinstein Mikulski
Cantwell Graham Murray
Carper Harkin Reed
Chafee Hollings Reid
Clinton Inouye Rockefeller
Conrad Jeffords Sarbanes
Corzine Johnson Schumer
Daschle Kennedy Stabenow
Dayton Kerry Wellstone
NAYS—60
Allard Ensign Miller
Allen Enzi Murkowski
Baucus Fitzgerald Nelson (FL)
Bayh Frist Nelson (NE)
Bennett Gramm Nickles
Bond Grassley Roberts
Breaux Gregg Santorum
Brownback Hagel Sessions
Bunning Hatch Shelby
Burns Helms Smith (NH)
Campbell Hutchinson Smith (OR)
Carnahan Hutchison Snowe
Cleland Inhofe Specter
Cochran Kyl Thomas
Collins Landrieu Thompson
Craig Lincoln Thurmond
Crapo Lott Torricelli
DeWine Lugar Voinovich
Domenici McCain Warner
Edwards McConnell Wyden
NOT VOTING—1
Stevens

The amendment (No. 695) was re-
jected.

AMENDMENT NO. 691

The PRESIDING OFFICER (Ms.
SNOWE). The question is on agreeing to
the Kyl amendment No. 691. The Sen-
ator from Arizona.

Mr. KYL. Madam President, this
amendment would provide a $500 tax
credit for contributions to scholarship
funds which could then be given to par-
ents and needy families to enroll their
children in the school of their choice.
It is an idea that is now being tried in
several States, including my own State
of Arizona. It is an idea whose time has
come.

The Federal Government should pro-
vide a tax credit for this purpose, but I



May 21, 2001

understand a point of order will be
raised against the amendment. I ask
the Senator from Montana, will there
be a point of order raised against the
amendment?

Mr. BAUCUS. Madam President,
there will be a point of order raised.

Mr. KYL. Madam President, the
point of order would be well taken, al-
though the amendment is a darned
good amendment, and I hope we will be
able to vote on it again some other
time. In the interests of time this
evening, I will not move to challenge
the point of order.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Madam President, I ap-
preciate the generosity and coopera-
tion of the Senator from Arizona.

The point of order is well taken. It is
not good policy. I think we are making
progress tonight. This is the first time
we are going to move along here in a
way that does not occupy a lot of time.

Madam  President, the pending
amendment is not germane. Therefore,
I raise a point of order the pending
amendment violates section 305(b)(2) of
the Congressional Budget Act of 1974.

The PRESIDING OFFICER. The
point of order is well taken. The
amendment falls.

Who seeks recognition? The Senator
from North Dakota.

AMENDMENT NO. 713

Mr. DORGAN. Madam President, if
your priority is to help folks on the
family farm or family business or their
kids or grandkids, then support estate
tax reform and my amendment. But if
your priority is to make sure, as Leona
Helmsley put it, “Only little people
pay taxes,” support the committee bill.

The committee bill also repeals the
estate tax in its entirety for all estates
in 2011, even the most wealthy estates.
My amendment does not. It does abol-
ish the estate tax for all family farms
and all family businesses passed on to
the qualified heirs who continue to op-
erate them in 2003. It exempts from the
estate tax all family businesses and
family farms in that category 8 years
earlier than the committee’s does. My
amendment also contains the $4 mil-
lion unified credit, the 45-percent rate.
The only difference is my legislation
would continue to impose an estate tax
on the estates of billionaires and those
in the upper income areas. I think that
is a reasonable thing to do. But I do, in
this amendment, believe we ought to
repeal the estate tax obligation on
family businesses and family farms
transferred to qualified heirs. This will
do it in 2003. The committee bill will do
it 8 years later.

Those who have talked about this
issue as their priority certainly ought
to support this amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Madam President,
an unlimited family business deduction
sounds good, but what does it really
mean? Really in the end, nothing. It
totally guts the estate tax reform. It
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postpones rate decreases. It postpones
meaningful unified credit increases
until the year 2011. The RELIEF Act
gives American taxpayers $3 million by
the year 2006 and Senator DORGAN does
not.

The RELIEF Act is simple. Under our
bill, there are no requirements, no
long-term obligations to the IRS. I ask
you to give real relief now and do that
by defeating this amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered.

The clerk will call the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 43,
nays 56, as follows:

[Rollcall Vote No. 124 Leg.]

YEAS—43
Akaka Dayton Leahy
Baucus Dodd Levin
Bayh Dorgan Lieberman
Biden Durbin McCain
Bingaman Edwards Mikulski
Boxer Feingold Reed
Byrd Graham Reid
Cantwell Harkin
Carnahan Hollings l;:fé{ ;ézlsler
Chafee Inouye Schumer
Cleland Johnson Stabenow
Clinton Kennedy N X
Conrad Kerry Torricelli
Corzine Kohl Wellstone
Daschle Landrieu
NAYS—56
Allard Fitzgerald Murray
Allen Frist Nelson (FL)
Bennett Gramm Nelson (NE)
Bond Grassley Nickles
Breaux Gregg Roberts
Brownback Hagel Santorum
Bums Heolms Sessions
ur-

Campbell Hutchinson :he}by

X mith (NH)
Carper Hutchison Smith (OR)
Cochran Inhofe
Collins Jeffords Snowe
Craig Kyl Specter
Crapo Lincoln Thomas
DeWine Lott Thompson
Domenici Lugar Thurmond
Ensign McConnell Voinovich
Enzi Miller Warner
Feinstein Murkowski Wyden

NOT VOTING—1
Stevens

The amendment (No.
jected.

Mr. LOTT. I move to reconsider the
vote.

Mr. BROWNBACK. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

713) was re-

AMENDMENT NO. 717

The PRESIDING OFFICER. The
question is on agreeing to Bingaman
amendment No. 717.

The Senator from New Mexico.

Mr. BINGAMAN. Madam President,
have the yeas and nays been ordered on
this amendment?

The PRESIDING OFFICER. Yes.

Mr. BINGAMAN. Madam President, I
offer this amendment on behalf of my-
self and Senator REID of Nevada.

S5255

Last Thursday, President Bush made
a series of recommendations to the
Congress to adopt credits and deduc-
tions to encourage the country to do
what is needed to deal with the energy
crisis that he and many of us see.

Many of those same tax proposals are
contained in a bill that Senator MUR-
KOWSKI introduced earlier this year and
are also contained in a bill I introduced
with various Democratic colleagues
earlier this year.

This is the time that we should step
up to that challenge and pass those tax
recommendations to deal with our en-
ergy situation. There are credits for
energy-efficient appliances, energy-ef-
ficient commercial buildings, and en-
ergy-efficient residential construction.
There are credits for hybrid vehicles.

The PRESIDING OFFICER. The Sen-
ator’s time has expired.

Mr. BINGAMAN. I urge my col-
leagues to support this amendment.

The PRESIDING OFFICER. The Sen-
ator from Alaska.

Mr. MURKOWSKI. Madam President,
while I support many of the statements
of my good friend, there are several
fatal flaws in the amendment. There
are 23 provisions in the 141-page
amendment. I do not know the cost of
all of these tax changes.

On the last page of this amendment,
the Senator attempts to offset its cost
by delegating to the Secretary of the
Treasury the authority to adjust tax
rates. This is an unprecedented delega-
tion of authority. I believe it is uncon-
stitutional.

Further, the amendment allows the
unelected Secretary of the Treasury to
raise the new 10-percent rate on low-in-
come taxpayers to 12 percent or 15 per-
cent or the Secretary could raise the
28-percent bracket on middle-income
families to 29 percent or 30 percent.
The Secretary of the Treasury has no
constitutional authority to set tax
rates. That is what we were elected to
do.

I believe we should develop an energy
policy in the Energy Committee and in
the Finance Committee, not on the
floor of the Senate. We have not had
any hearings on the proposal. I look
forward to working with Senator
BINGAMAN in both committees to de-
velop a rational energy policy.

Madam  President, the pending
amendment is not germane to the pro-
visions of the reconciliation measure.
I, therefore, raise a point of order
against the amendment under section
305(b)(2) of the Budget Act.

Mr. BINGAMAN. Madam President, I
move to waive the Budget Act and ask
for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The question is on agreeing to the
motion.

The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. NICKLES. I announce that the
Senator from Alaska (Mr. STEVENS) is
necessarily absent.
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The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 43,
nays 56, as follows:

[Rollcall Vote No. 125 Leg.]

YEAS—43
Akaka Dorgan Lieberman
Bayh Durbin Lincoln
Biden Edwards Mikulski
Bingaman Feingold Murray
Boxer Feinstein Nelson (FL)
Cantwell Graham Reed
Carnahan Harkin Reid
Carper Hollings
Cleland Inouye Siﬁzﬁ:ﬁ
Clinton Johnson Stabenow
Conrad Kennedy . .
Corzine Kerry Torricelli
Daschle Kohl Wellstone
Dayton Leahy Wyden
Dodd Levin
NAYS—56
Allard Enzi Miller
Allen Fitzgerald Murkowski
Baucus Frist Nelson (NE)
Bennett Gramm Nickles
Bond Grassley Roberts
Breaux Gregg Rockefeller
Brownback Hagel Santorum
Bunning Hatch Sessions
Burns Helms Shelby
Byrd Hutchinson .
Campbell Hutchison Sm#'h (NH)
Chafee Inhofe Smith (OR)
Cochran Jeffords Snowe
Collins Kyl Specter
Craig Landrieu Thomas
Crapo Lott Thompson
DeWine Lugar Thurmond
Domenici McCain Voinovich
Ensign McConnell Warner
NOT VOTING—1
Stevens

The PRESIDING OFFICER. On this
vote the yeas are 43, the nays are 56.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

AMENDMENT NO. 660

The PRESIDING OFFICER. The
question now occurs on the McCain
amendment No. 660. The Senator from
Arizona.

Mr. McCAIN. Madam President, this
amendment would cut the top tax rate
for the wealthiest individuals from 39.6
percent to 38.6 percent and devote the
resulting savings that would have gone
to this group to lower and middle-in-
come taxpayers by increasing the num-
ber of individuals who pay the 15-per-
cent tax rate. When it is finally phased
in, this amendment will place millions
of taxpayers now in the 28-percent tax
bracket into the 15-percent tax brack-
et. Under this amendment, unmarried
individuals can make nearly $30,000 and
married individuals can make $50,000
and still be in the 15-percent tax brack-
et.

I urge its adoption and yield back the
remainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Madam President,
most of those paying the top marginal
rate are small business owners and
farmers operating their businesses as
sole proprietorships or S-corporations.
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A study recently released by the Treas-
ury shows that under the President’s
proposal—this is the President’s pro-
posal but still germane—77 percent of
the money going to cut the top 39.6-
percent rate would go to small business
owners. These small business owners
make up 63 percent of the tax returns
that would benefit from reducing the
top rate. Small business owners are, of
course, the engine of growth that runs
our economy. These are the people who
plow their tax money and their tax re-
lief right back into their businesses, in-
creasing wages, hiring more workers.

The number of small businesses that
could benefit from a cut in the top
rate, for instance, in the State of Ari-
zona, is around 267,000 small businesses.
I seriously question how much we real-
ly gain by attacking these small busi-
nesses with high rates.

Another twist is, for those of you
who are interested in disabled children
and kids with special needs, there are
special needs trusts. These trusts for
the disabled can be easily subject to
taxation at the top rate of 39.6 percent.

I urge Members to vote down the
amendment.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment. The yeas and nays have been or-
dered. The clerk will call the roll.

The legislative clerk called the roll.

Mr. INOUYE. Madam President, on
this vote, I have a pair with the Sen-
ator from Alaska (Mr. STEVENS). If he
were present and voting, he would vote
“nay.” If I were at liberty to vote, I
would vote ‘‘yea.” Therefore, I with-
hold my vote.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas
nays 49, as follows:

[Rollcall Vote No. 126 Leg.]

49,

YEAS—49
Akaka Dorgan Lincoln
Bayh Durbin McCain
Biden Edwards Mikulski
Bingaman Feingold Murray
Boxer Feinstein Nelson (FL)
Byrd Graham Reed
gantw;ll gafll?m Reid

arnahan ollings

Carper Jeffords ggséeizlsler
Chafee Johnson
Clinton Kennedy Schumer
Collins Kerry Specter
Conrad Kohl Stabfenow
Corzine Landrieu Torricelli
Daschle Leahy Wellstone
Dayton Levin Wyden
Dodd Lieberman

NAYS—49
Allard Domenici Lott
Allen Ensign Lugar
Baucus Enzi McConnell
Bennett Fitzgerald Miller
Bond Frist Murkowski
Breaux Gramm Nelson (NE)
Browpback Grassley Nickles
Buming - Cross
Campbell Hatch Santorum
Cleland Helms Sessions
Cochran Hutchinson She}by
Craig Hutchison Sm?th (NH)
Crapo Inhofe Smith (OR)
DeWine Kyl
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Snowe Thompson Voinovich
Thomas Thurmond Warner
PRESENT AND GIVING A LIVE PAIR—1
Inouye
NOT VOTING—1
Stevens
The amendment (No. 660) was re-
jected.

Mr. LOTT. Madam President, I move
to reconsider the vote.

Mr. GRAMM. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

MOTION TO COMMIT

The PRESIDING OFFICER. The
question is now on agreeing to the mo-
tion of the Senator from Arizona.

The Senator from Arizona is recog-
nized.

Mr. McCAIN. Madam President, the
intention of this amendment is to com-
mit until we can find out exactly what
our expenditures are going to be for na-
tional defense. Recent articles and in-
formation clearly indicate that there
will be very little, if any, left over for
a supplemental for any funding that I
personally campaigned that the men
and women of the armed services would
receive for a national defense system.

I don’t expect to win on this, but I
can assure you that with this tax cut
going through as it is, with all of the
additional spending that I have ob-
served over the last few years, which I
see no change in whatsoever, we will
not have enough money to defend this
Nation’s vital national security inter-
ests.

We are embarked on an unusual and
dangerous course of action, a massive
tax cut without any indication or evi-
dence whatsoever of how much we are
going to need to spend to defend this
Nation. I urge great caution as we em-
bark on this enterprise because it may
be a very expensive price to pay.

I will take a voice vote on this
amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Madam President,
first of all, we all appreciate the Sen-
ator’s concern about defense because
he is very much an authority in that
area. I am confident, however, that the
budget resolution we passed has pro-
vided adequate funding for defense.
This amendment would undo all of our
efforts to provide significant cuts at all
marginal rates. Besides, we have $500
billion in the contingency fund that we
will be able to use to draw on if addi-
tional money for defense is needed.

I urge my colleagues to vote no.

The PRESIDING OFFICER. The yeas
and nays have been ordered. There
needs to be consent to vitiate them.

Mr. GRASSLEY. I ask unanimous
consent that the yeas and nays be viti-
ated.

Mr. REID. Objection.

Mrs. BOXER. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. GRASSLEY. Madam President, I
make a point of order that the amend-
ment is not germane to the provisions
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