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SA 722. Mr. DASCHLE submitted an
amendment intended to be proposed by him
to the bill H.R. 1836, supra; which was or-
dered to lie on the table.

SA 723. Mr. SMITH of New Hampshire pro-
posed an amendment to amendment SA 680
proposed by Mr. SMITH of New Hampshire to
the bill (H.R. 1836) supra.

SA 724. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, supra.

SA 725. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, supra.

SA 726. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, SUPRA.

SA 727. Mr. HARKIN proposed an amend-
ment to the bill H.R. 1836, supra.

SA 728. Mr. HARKIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 729. Mr. HARKIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 730. Mr. HARKIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 731. Mr. HARKIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 732. Mr. CAMPBELL submitted an
amendment intended to be proposed to
amendment SA 440 submitted by Mr. CAMP-
BELL and intended to be proposed to the bill
(S. 1) to extend programs and activities
under the Elementary and Secondary Edu-
cation Act of 1965; which was ordered to lie
on the table.

SA 733. Mr. DURBIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, to provide for reconciliation
pursuant to section 104 of the concurrent res-
olution on the budget for fiscal year 2002;
which was ordered to lie on the table.

SA 734. Mr. GRAHAM submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 735. Mr. TORRICELLI submitted an
amendment intended to be proposed by him
to the bill H.R. 1836, supra; which was or-
dered to lie on the table.

SA 736. Mr. GRAMM proposed an amend-
ment to the bill H.R. 1836, supra.

SA 737. Ms. COLLINS submitted an amend-
ment intended to be proposed by her to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 738. Ms. COLLINS submitted an amend-
ment intended to be proposed by her to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 739. Ms. COLLINS submitted an amend-
ment intended to be proposed by her to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 740. Ms. SNOWE (for herself and Mrs.
LINCOLN) submitted an amendment intended
to be proposed by her to the bill H.R. 1836,
supra; which was ordered to lie on the table.

SA 741. Ms. SNOWE (for herself, Mrs. LIN-
COLN, Mr. JEFFORDS, Mr. CHAFEE, Mr.
DEWINE Mr. KERRY, Mr. DoDD, Mr. ROCKE-
FELLER, Ms. COLLINS, and Mr. SMITH of Or-
egon) submitted an amendment intended to
be proposed by her to the bill H.R. 1836,
supra; which was ordered to lie on the table.

SA 742. Mrs. MURRAY (for herself and Mr.
SMITH of Oregon) submitted an amendment
intended to be proposed by her to the bill
H.R. 1836, supra; which was ordered to lie on
the table.

SA 743. Mr. BAUCUS (for Mr. CONRAD) pro-
posed an amendment to the bill H.R. 1836,
supra.

SA 744. Mr. BAUCUS (for Mr. CONRAD) pro-
posed an amendment to the bill H.R. 1836,
supra.
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SA 745. Mr. WARNER (for Mr. STEVENS (for
himself, Mr. INOUYE, Mr. THOMPSON, Mr. HOL-
LINGS, Mr. MURKOWSKI, Mr. BINGAMAN, Mr.
THURMOND, Mr. THOMAS, Ms. COLLINS, and
Mr. WARNER)) proposed an amendment to the
bill H.R. 1696, to expedite the construction of
the World War II memorial in the District of
Columbia.

SA 746. Mrs. BOXER submitted an amend-
ment intended to be proposed by her to the
bill H.R. 1836, to provide for reconciliation
pursuant to section 104 of the concurrent res-
olution on the budget for fiscal year 2002;
which was ordered to lie on the table.

SA 747. Mr. REID (for Mr. CARPER) pro-
posed an amendment to the bill H.R. 1836,
supra.

SA 748. Mr. NELSON, of Florida submitted
an amendment intended to be proposed by
him to the bill H.R. 1836, supra; which was
ordered to lie on the table.

SA 749. Mr. JEFFORDS submitted an
amendment intended to be proposed by him
to the bill H.R. 1836, supra; which was or-
dered to lie on the table.

SA 750. Mr. TORRICELLI submitted an
amendment intended to be proposed by him
to the bill H.R. 1836, supra; which was or-
dered to lie on the table.

SA 751. Mr. ALLEN proposed an amend-
ment to amendment SA 685 submitted by Mr.
BAYH and intended to be proposed to the bill
(H.R. 1836) supra.

SA 752. Mr. DORGAN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 753. Mr. DORGAN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 754. Mr. KOHL submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 755. Mr. CONRAD submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 756. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 757. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 758. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 759. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 760. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 761. Mr. HARKIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 1836, supra; which was ordered to lie
on the table.

SA 762. Mr. JEFFORDS submitted an
amendment intended to be proposed by him
to the bill H.R. 1836, supra; which was or-
dered to lie on the table.

———
TEXT OF AMENDMENTS

SA 689. Mr. KENNEDY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:
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At the appropriate place, insert:

SEC. . EXTENSION OF APPLICATION OF JOINT
AND SURVIVOR ANNUITY RULES.

(a) APPLICATION TO ALL DEFINED CONTRIBU-
TION PLANS.—

(1) AMENDMENTS TO ERISA.—

(A) IN GENERAL.—Section 205(a) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1055(a)) is amended by striking
““to which this section applies’’.

(B) CONFORMING AMENDMENTS.—

(i) Section 205(b) of such Act (29 U.S.C.
1055(b)) is amended to read as follows:

“(b)(1)(A) In the case of—

‘(i) a tax credit employee stock ownership
plan (as defined in section 409(a) of the Inter-
nal Revenue Code of 1986), or

‘“(ii) an employee stock ownership plan (as
defined in section 4975(e)(7) of such Code),
subsection (a) shall not apply to that portion
of the employee’s accrued benefit to which
the requirements of section 409(h) of such
Code apply.

‘(B) Subparagraph (A) shall not apply with
respect to any participant unless—

‘(i) such plan provides that the partici-
pant’s nonforfeitable accrued benefit (re-
duced by any security interest held by the
plan by reason of a loan outstanding to such
participant) is payable in full, on the death
of the participant, to the participant’s sur-
viving spouse (or, if there is no surviving
spouse or the surviving spouse consents in
the manner required under subsection (c¢)(2),
to a designated beneficiary),

‘(i) such participant does not elect the
payment of benefits in the form of a life an-
nuity, and

‘“(iii) with respect to such participant,

such plan is not a direct or indirect trans-
feree (in a transfer after December 31, 1984)
of a plan to which, at the time of the trans-
fer, subsection (a) applied (or to which this
clause applied with respect to the partici-
pant).
Clause (iii) shall apply only with respect to
the transferred assets (and income there-
from) if the plan separately accounts for
such assets and any income therefrom. A
plan shall not be treated as failing to meet
the requirements of this subparagraph mere-
ly because the plan provides that benefits
will not be payable to the surviving spouse of
the participant unless the participant and
such spouse had been married throughout
the 1-year period ending on the earlier of the
participant’s annuity starting date or the
date of the participant’s death.

¢“(2) This section shall not apply to a plan
which the Secretary of the Treasury or his
delegate has determined is a plan described
in section 404(c) of the Internal Revenue
Code of 1986 (or a continuation thereof) in
which participation is substantially limited
to individuals who, before January 1, 1976,
ceased employment covered by the plan.”’

(ii) Section 205(e)(2) of such Act (20 U.S.C.
1055(e)(2)) is amended by striking ‘“‘individual
account plan or participant described in sub-
paragraph (B) or (C) of subsection (b)(1)”’ and
inserting ‘‘individual account plan to which
this section applies, or any participant de-
scribed in subsection (b)(1)(B)”.

(2) AMENDMENTS TO INTERNAL REVENUE
CODE.—

(A) IN GENERAL.—Section 401(a)(11)(A) of
the Internal Revenue Code of 1986 (relating
to requirement of joint and survivor annuity
and preretirement survivor annuity) is
amended by striking the matter preceding
clause (i) and inserting:

‘““(A) IN GENERAL.—Except as provided in
section 417 and subparagraph (B), a trust
forming part of a plan shall not constitute a
qualified trust under this section unless such
plan provides—".

(B) CONFORMING AMENDMENTS.—
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(i) Section 401(a)(11) of such Code is amend-
ed by striking subparagraphs (B), (C), and (D)
and inserting the following new subpara-
graphs:

‘(B) EXCEPTION FOR CERTAIN ESOP BENE-
FITS.—

‘(i) IN GENERAL.—In the case of—

““(I) a tax credit employee stock ownership
plan (as defined in section 409(a)), or

‘“(IT) an employee stock ownership plan (as
defined in section 4975(e)(7)),
subparagraph (A) shall not apply to that por-
tion of the employee’s accrued benefit to
which the requirements of section 409(h)
apply.

‘(i) NONFORFEITABLE BENEFIT MUST BE
PAID IN FULL, ETC.—In the case of any partic-
ipant, clause (i) shall not apply unless—

“(I) such plan provides that the partici-
pant’s nonforfeitable accrued benefit (re-
duced by any security interest held by the
plan by reason of a loan outstanding to such
participant) is payable in full, on the death
of the participant, to the participant’s sur-
viving spouse (or, if there is no surviving
spouse or the surviving spouse consents in
the manner required under section 417(a)(2),
to a designated beneficiary),

‘“(IT) such participant does not elect the
payment of benefits in the form of a life an-
nuity, and

““(ITII) with respect to such participant,

such plan is not a direct or indirect trans-
feree (in a transfer after December 31, 1984)
of a plan to which, at the time of the trans-
fer, subparagraph (A) applied (or to which
this subclause applied with respect to the
participant).
Subclause (III) shall apply only with respect
to the transferred assets (and income there-
from) if the plan separately accounts for
such assets and any income therefrom.

¢(C) SPECIAL RULE WHERE PARTICIPANT AND
SPOUSE MARRIED LESS THAN 1 YEAR.—A plan
shall not be treated as failing to meet the re-
quirements of subparagraph (B)(ii) merely
because the plan provides that benefits will
not be payable to the surviving spouse of the
participant unless the participant and such
spouse had been married throughout the 1-
year period ending on the earlier of the par-
ticipant’s annuity starting date or the date
of the participant’s death.”

(ii) Section 401(a)(11) of such Code is
amended by redesignating subparagraphs (E)
and (F) as subparagraphs (D) and (E), respec-
tively.

(iii) Section 417(c)(2) of such Code is
amended by striking ‘‘defined contribution
plan or participant described in clause (ii) or
(iii) of section 401(a)(11)(B)”’ and inserting
““defined contribution plan to which section
401(a)(11) applies, or any participant de-
scribed in section 401(a)(11)(B)(ii),”.

(b) SPECIAL RULES RELATING TO DEFINED
CONTRIBUTION PLANS.—

(1) AMENDMENTS TO ERISA.—

(A) PAYMENTS IN LIEU OF ANNUITY.—Section
205 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1055) is amended
by redesignating subsection (1) as subsection
(m) and by inserting after subsection (k) the
following new subsection:

“(L(A) For purposes of this section, a de-
fined contribution plan shall be treated as
providing—

““(A) a qualified joint and survivor annuity
if the plan provides that the account balance
of the participant to which the participant
had a nonforfeitable right (within the mean-
ing of section 203) will be distributed in a se-
ries of periodic payments (determined in ac-
cordance with tables prescribed by the Sec-
retary of the Treasury) over the joint lives of
the participant and the participant’s spouse,
and

‘“(B) a qualified preretirement survivor an-
nuity if the plan provides that the account
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balance of the participant (as of the date of
death) to which the participant had a non-
forfeitable right (as so defined) will be dis-
tributed to the surviving spouse, at the op-
tion of the spouse, in either such a series of
periodic payments over the life of the sur-
viving spouse or in a lump sum if the plan
provides for lump sums.

A plan shall not be treated as failing to meet
the requirements of subparagraph (A) if the
plan provides that a participant may, with
the consent of the spouse, elect at any time
to have the plan pay all of the remaining
portion of the account balance in a lump
sum.

‘(2) In the case of a termination of a de-
fined contribution plan which is providing
payments described in paragraph (1), such
plan shall be treated as meeting the require-
ments of paragraph (1) if the plan—

““(A) purchases an irrevocable commitment
from an insurer in accordance with section
4041(b)(3)(A)(i) for each participant or sur-
viving spouse eligible to receive such pay-
ments, or

‘(B) in accordance with regulations to be
prescribed by the corporation, transfers to
the corporation each participant’s or
spouse’s right to receive such payments, for
treatment and payment by the corporation
to the participant or spouse in a manner
similar to the manner in which payments are
treated and made under section 4050.”

(B) RESTRICTIONS ON CASH-OUTS.—Section
205(g) of such Act (29 U.S.C. 1065(g)) is
amended by adding at the end the following:

‘“(4) In the case of a defined contribution
plan, the plan shall pay one-half of any dis-
tribution under paragraph (1) to the partici-
pant and one-half to the participant’s spouse
unless the spouse consents in writing to have
the entire distribution paid to the partici-
pant.”

(2) AMENDMENTS TO
CODE.—

(A) PAYMENTS IN LIEU OF ANNUITY.—Section
417 of the Internal Revenue Code of 1986 (re-
lating to definitions and special rules for
purposes of survivor minimum annuity re-
quirements) is amended by adding at the end
the following new subsection:

‘‘(g) SPECIAL RULES FOR DEFINED CONTRIBU-
TION PLANS.—For purposes of this section—

(1) PAYMENTS IN LIEU OF ANNUITIES.—A de-
fined contribution plan shall be treated as
providing—

“(A) a qualified joint and survivor annuity
if the plan provides that the account balance
of the participant to which the participant
had a nonforfeitable right (within the mean-
ing of section 411(a)) will be distributed in a
series of periodic payments (determined in
accordance with tables prescribed by the
Secretary) over the joint lives of the partici-
pant and the participant’s spouse, and

“(B) a qualified preretirement survivor an-
nuity if the plan provides that the account
balance of the participant (as of the date of
death) to which the participant had a non-
forfeitable right (as so defined) will be dis-
tributed to the surviving spouse, at the op-
tion of the spouse, in either such a series of
periodic payments over the life of the sur-
viving spouse or in a lump sum if the plan
provides for lump sums.

A plan shall not be treated as failing to meet
the requirements of subparagraph (A) if the
plan provides that a participant may, with
the consent of the spouse, elect at any time
to have the plan pay all of the remaining
portion of the account balance in a lump
sum.

‘(2) PLAN TERMINATION.—In the case of a
termination of a defined contribution plan
which is providing payments described in
paragraph (1), such plan shall be treated as
meeting the requirements of paragraph (1) if
the plan—
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“‘(A) purchases an irrevocable commitment
from an insurer in accordance with section
4041(b)(3)(A)(i) of the Employee Retirement
Income Security Act of 1974 for each partici-
pant or surviving spouse eligible to receive
such payments, or

‘“(B) in accordance with regulations to be
prescribed by the Pension Benefit Guaranty
Corporation, transfers to the Corporation
each participant’s or spouse’s right to re-
ceive such payments, for treatment and pay-
ment by the Corporation to the participant
or spouse in a manner similar to the manner
in which payments are treated and made
under section 4050 of such Act.”

(B) RESTRICTIONS ON CASH-OUTS.—Section
417(e) of such Code (relating to restrictions
on cash-outs) is amended by adding at the
end the following:

‘“(4) SPECIAL RULE FOR DEFINED CONTRIBU-
TION PLANS.—In the case of a defined con-
tribution plan, the plan shall pay one-half of
any distribution under paragraph (1) to the
participant and one-half to the participant’s
spouse unless the spouse consents in writing
to have the entire distribution paid to the
participant.”

(¢c) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan years beginning
after December 31, 2001.

(2) SPECIAL RULE FOR COLLECTIVELY BAR-
GAINED PLANS.—In the case of a plan main-
tained pursuant to 1 or more collective bar-
gaining agreements between employee rep-
resentatives and 1 or more employers rati-
fied on or before the date of enactment of
this Act, the amendments made by this sec-
tion shall not, in the case of employees cov-
ered by any such agreement, apply to plan
years beginning before the earlier of—

(A) the later of—

(i) January 1, 2002, or

(ii) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof after the date of enactment of this
Act), or

(B) January 1, 2003.

SA 690. Mr. KENNEDY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the appropriate place, insert:

SEC. . QUALIFIED JOINT AND 75 PERCENT SUR-
VIVOR ANNUITY.

(a) AMENDMENTS TO ERISA.—

(1) AMOUNT OF ANNUITY.—Paragraph (1) of
section 205(a) of the Employee Retirement
Income Security Act of 197 (29 U.S.C.
1055(a)) is amended by inserting ‘‘or, at the
election of the participant, shall be provided
in the form of a qualified joint and 75 percent
survivor annuity’’ after ‘‘survivor annuity,”.

(2) DEFINITION.—Subsection (d) of section
205 of such Act (29 U.S.C. 1055) is amended—

(A) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively,

(B) by inserting ‘(1) after ‘‘(d)”’, and

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

¢“(2) For purposes of this section, the term
‘qualified joint and 75 percent survivor annu-
ity’ means an annuity for the life of the par-
ticipant with a survivor annuity for the life
of the spouse which is not less than 75 per-
cent of (and is not greater than 100 percent
of) the amount of the annuity which is pay-
able during the joint lives of the participant
and the spouse.”

(b) AMENDMENTS TO INTERNAL REVENUE
CODE.—
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(1) AMOUNT OF ANNUITY.—Clause (i) of sec-
tion 401(a)(11)(A) (relating to requirement of
joint and survivor annuity and preretire-
ment survivor annuity) is amended by in-
serting ‘‘or, at the election of the partici-
pant, shall be provided in the form of a quali-
fied joint and 75 percent survivor annuity’’
after ‘‘survivor annuity,”’.

(2) DEFINITION.—Section 417(f) (relating to
definitions and special rules) is amended by
adding at the end the following new para-
graph:

‘“(8) DEFINITION OF QUALIFIED JOINT AND
SEVENTY FIVE PERCENT SURVIVOR ANNUITY.—
The term ‘qualified joint and 75 percent sur-
vivor annuity’ means an annuity for the life
of the participant with a survivor annuity
for the life of the spouse which is not less
than 75 percent of (and is not greater than
100 percent of) the amount of the annuity
which is payable during the joint lives of the
participant and the spouse.”

(¢) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), the amendments made
by this section shall apply to plan years be-
ginning after December 31, 2001.

(2) APPLICATION TO CURRENT EMPLOYEES.—
The amendments made by this section shall
not apply to any employee who does not
have at least 1 hour of service in any plan
year beginning after December 31, 2001.

(3) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to
1 or more collective bargaining agreements
between employee representatives and 1 or
more employers ratified on or before the
date of the enactment of this Act, the
amendments made by this section shall not,
in the case of employees covered by any such
agreement, apply to plan years beginning be-
fore the earlier of—

(A) the later of—

(i) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof on or after such date of enactment),
or

(ii) January 1, 2002, or

(B) January 1, 2003.

SA 691. Mr. KYL submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; as follows:

At the end of subtitle D of title IV, add the

following:

SEC. 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
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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.

““(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.—AIll 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.

SA 692. Mr. WELLSTONE proposed
an amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; 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
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amounts shall be in addition to any other
amounts available for funding such programs
during each such fiscal year.

SA 693. Mr. LIEBERMAN (for himself
and Mr. DASCHLE) submitted an amend-
ment intended to be proposed by him
to the bill H.R. 1836, to provide for rec-
onciliation pursuant to section 104 of
the concurrent resolution on the budg-
et for fiscal year 2002; as follows:

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:

The applicable
amount is:

Section 1(a) covveeviiiiiiiiiiieeeeeans $600
Section 1(b) .... $450
Section 1(c) .... $300
Section 1(d) .... $300
Paragraph (2) $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.

‘(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—
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‘(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).

SA 694. Mr. REID (for himself and
Mrs. CLINTON) submitted an amend-
ment intended to be proposed by him
to the bill H.R. 1836, to provide for rec-
onciliation pursuant to section 104 of
the concurrent resolution on the budg-
et for fiscal year 2002; which was or-
dered to lie on the table; as follows:

On page 314, after line 21, add the fol-
lowing:

SEC. 803. MODIFICATIONS TO CREDIT FOR ELEC-
TRICITY PRODUCED FROM RENEW-
ABLE AND WASTE PRODUCTS.

(a) INCREASE IN CREDIT RATE.—

(1) IN GENERAL.—Section 45(a)(1) is amend-
ed by striking ‘1.5 cents’ and inserting ‘1.8
cents”.

(2) CONFORMING AMENDMENTS.—

(A) Section 45(b)(2) is amended by striking
““1.5 cent’ and inserting ‘1.8 cent’’.

(B) Section 45(d)(2)(B) is amended by in-
serting ‘‘(calendar year 2001 in the case of
the 1.8 cent amount in subsection (a))’’ after
19927,

(b) EXPANSION OF QUALIFIED RESOURCES.—

(1) IN GENERAL.—Section 45(c)(1) (relating
to qualified energy resources) is amended by
striking ‘“‘and” at the end of subparagraph
(B), by striking the period at the end of sub-
paragraph (C) and inserting ‘‘, and”’, and by
adding at the end the following:
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‘(D) alternative resources.”.

(2) DEFINITION OF ALTERNATIVE RE-
SOURCES.—Section 45(c) (relating to defini-
tions) is amended—

(A) by redesignating paragraph (3) as para-
graph (5),

(B) by redesignating paragraph (4) as para-
graph (3), and

(C) by inserting after paragraph (3), as re-
designated by subparagraph (B), the fol-
lowing:

‘“(4) ALTERNATIVE RESOURCES.—

‘“(A) IN GENERAL.—The term ‘alternative
resources’ means—

‘(i) solar,

‘“(ii) biomass (other than closed loop bio-
mass),

¢‘(iii) municipal solid waste,

‘“(iv) incremental hydropower,

‘‘(v) geothermal,

‘Y(vi) landfill gas, and

‘‘(vii) steel cogeneration.

‘(B) BiIoMASS.—The term ‘biomass’ means
any solid, nonhazardous, cellulosic waste
material or any organic carbohydrate mat-
ter, which is segregated from other waste
materials, and which is derived from—

‘(i) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber,

‘(i) waste pallets, crates, dunnage, un-
treated wood waste from construction or
manufacturing activities, and landscape or
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste or
post-consumer wastepaper, or

‘“(iii) any of the following agriculture
sources: orchard tree crops, vineyard, grain,
legumes, sugar, and other crop by-products
or residues, including any packaging and
other materials which are nontoxic and bio-
degradable and are associated with the proc-
essing, feeding, selling, transporting, and
disposal of such agricultural materials.

“(C) MUNICIPAL SOLID WASTE.—The term
‘municipal solid waste’ has the same mean-
ing given the term ‘solid waste’ under sec-
tion 2(27) of the Solid Waste Utilization Act
(42 U.S.C. 6903).

‘(D) INCREMENTAL HYDROPOWER.—The term
‘incremental hydropower’ means additional
generating capacity achieved from—

‘(i) increased efficiency, or

‘“(ii) additions of new capacity,
at a licensed mnon-Federal hydroelectric
project originally placed in service before
the date of the enactment of this paragraph.

‘(E) GEOTHERMAL.—The term ‘geothermal’
means energy derived from a geothermal de-
posit (within the meaning of section
613(e)(2)), but only, in the case of electricity
generated by geothermal power, up to (but
not including) the electrical transmission
stage.

“(F) LANDFILL GAS.—The term ‘landfill gas’
means gas generated from the decomposition
of any household solid waste, commercial
solid waste, and industrial solid waste dis-
posed of in a municipal solid waste landfill
unit (as such terms are defined in regula-
tions promulgated under subtitle D of the
Solid Waste Disposal Act (42 U.S.C. 6941 et
seq.).

“(G) STEEL COGENERATION.—The term ‘steel
cogeneration’ means the production of elec-
tricity and steam (or other form of thermal
energy) from any or all waste sources defined
in paragraphs (2) and (3) and subparagraphs
(B) and (C) of this paragraph within an oper-
ating facility which produces or integrates
the production of coke, direct reduced iron
ore, iron, or steel provided that the cogen-
eration meets any regulatory energy-effi-
ciency standards established by the Sec-
retary, and only to the extent that such en-
ergy is produced from—
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‘(i) gases or heat generated from the pro-
duction of metallurgical coke,

‘‘(ii) gases or heat generated from the pro-
duction of direct reduced iron ore or iron,
from blast furnace or direct ironmaking
processes, or

‘“(iii) gases or heat generated from the
manufacture of steel.””.

(3) QUALIFIED FACILITY.—Section 45(c)(5)
(defining qualified facility), as redesignated
by paragraph 2(A), is amended by adding at
the end the following:

‘(D) ALTERNATIVE RESOURCES FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clauses (ii), (iii), and (iv), in the case of a fa-
cility using alternative resources to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this subparagraph.

‘“(ii) BIOMASS FACILITY.—In the case of a fa-
cility using biomass described in paragraph
(4)(A)(ii) to produce electricity, the term
‘qualified facility’ means any facility of the
taxpayer.

¢(iii) GEOTHERMAL FACILITY.—In the case of
a facility using geothermal to produce elec-
tricity, the term ‘qualified facility’ means
any facility of the taxpayer which is origi-
nally placed in service after December 31,
1992.

“(iv) STEEL COGENERATION FACILITIES.—In
the case of a facility using steel cogenera-
tion to produce electricity, the term ‘quali-
fied facility’ means any facility permitted to
operate under the environmental require-
ments of the Clean Air Act Amendments of
1990 which is owned by the taxpayer and
originally placed in service after the date of
the enactment of this subparagraph. Such a
facility may be treated as originally placed
in service when such facility was last up-
graded to increase efficiency or generation
capability after such date.

‘(v) SPECIAL RULES.—In the case of a quali-
fied facility described in this subparagraph,
the 10-year period referred to in subsection
(a) shall be treated as beginning no earlier
than the date of the enactment of this sub-
paragraph.”.

(4) GOVERNMENT-OWNED FACILITY.—Section
45(d)(6) (relating to credit eligibility in the
case of government-owned facilities using
poultry waste) is amended—

(A) by inserting ‘‘or alternative resources’
after ‘‘poultry waste’’, and

(B) by inserting ‘‘OR ALTERNATIVE RE-
SOURCES’’ after ‘POULTRY WASTE’ in the
heading thereof.

() QUALIFIED FACILITIES WITH CO-PRODUC-
TION.—Section 45(b) (relating to limitations
and adjustments) is amended by adding at
the end the following:

‘“(4) INCREASED CREDIT FOR CO-PRODUCTION
FACILITIES.—

“‘(A) IN GENERAL.—In the case of a qualified
facility described in subsection (¢)(3)(D)(i)
which has a co-production facility or a quali-
fied facility described in subparagraph (A),
(B), or (C) of subsection (c)(3) which adds a
co-production facility after the date of the
enactment of this paragraph, the amount in
effect under subsection (a)(1) for an eligible
taxable year of a taxpayer shall (after ad-
justment under paragraph (2) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.

“(B) CO-PRODUCTION FACILITY.—For pur-
poses of subparagraph (A), the term ‘co-pro-
duction facility’ means a facility which—

‘‘(i) enables a qualified facility to produce
heat, mechanical power, chemicals, liquid
fuels, or minerals from qualified energy re-
sources in addition to electricity, and

‘‘(ii) produces such energy on a continuous
basis.

“(C) ELIGIBLE TAXABLE YEAR.—For pur-
poses of subparagraph (A), the term ‘eligible
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taxable year’ means any taxable year in
which the amount of gross receipts attrib-
utable to the co-production facility of a
qualified facility are at least 10 percent of
the amount of gross receipts attributable to
electricity produced by such facility.”.

(6) QUALIFIED FACILITIES LOCATED WITHIN
QUALIFIED INDIAN LANDS.—Section 45(b) (re-
lating to limitations and adjustments), as
amended by paragraph (5), is amended by
adding at the end the following:

‘“(5) INCREASED CREDIT FOR QUALIFIED FA-
CILITY LOCATED WITHIN QUALIFIED INDIAN
LAND.—In the case of a qualified facility de-
scribed in subsection (¢)(3)(D) which—

“(A) is located within—

‘(i) qualified Indian lands (as defined in
section 7871(c)(3)), or

‘“(ii) lands which are held in trust by a Na-
tive Corporation (as defined in section 3(m)
of the Alaska Native Claims Settlement Act
(43 U.S.C. 1602(m)) for Alaska Natives, and

‘“(B) is operated with the explicit written
approval of the Indian tribal government or
Native Corporation (as so defined) having ju-
risdiction over such lands,
the amount in effect under subsection (a)(1)
for a taxable year shall (after adjustment
under paragraphs (2) and (4) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.”’.

(7) ELECTRICITY PRODUCED FROM CERTAIN
RESOURCES CO-FIRED IN COAL PLANTS.—Sec-
tion 45(d) (relating to definitions and special
rules) is amended by adding at the end the
following:

‘(8) SPECIAL RULE FOR ELECTRICITY PRO-
DUCED FROM CERTAIN RESOURCES CO-FIRED IN
COAL PLANTS.—In the case of electricity pro-
duced from biomass (including closed loop
biomass), municipal solid waste, or animal
waste, co-fired in a facility which produces
electricity from coal—

‘“(A) subsection (a)(1) shall be applied by
substituting ‘1 cent’ for ‘1.8 cents’,

‘“(B) such facility shall be considered a
qualified facility for purposes of this section,
and

‘(C) the 10-year period referred to in sub-
section (a) shall be treated as beginning no
earlier than the date of the enactment of
this paragraph.”.

(8) CONFORMING AMENDMENTS.—

(A) The heading for section 45 is amended
by inserting ‘‘AND WASTE ENERGY” after
“RENEWABLE"".

(B) The item relating to section 45 in the
table of sections subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing ‘“‘and waste energy’’ after ‘‘renewable’’.

(c) ADDITIONAL MODIFICATIONS OF RENEW-
ABLE AND WASTE ENERGY RESOURCE CREDIT.—

(1) CREDITS FOR CERTAIN TAX EXEMPT ORGA-
NIZATIONS AND GOVERNMENTAL UNITS.—Sec-
tion 45(d) (relating to definitions and special
rules), as amended by subsection (b)(7), is
amended by adding at the end the following:

‘“(9) CREDITS FOR CERTAIN TAX EXEMPT OR-
GANIZATIONS AND GOVERNMENTAL UNITS.—

‘““(A) ALLOWANCE OF CREDIT.—Any credit
which would be allowable under subsection
(a) with respect to a qualified facility of an
entity if such entity were not exempt from
tax under this chapter shall be treated as a
credit allowable under subpart C to such en-
tity if such entity is—

‘(i) an organization described in section
501(c)(12)(C) and exempt from tax under sec-
tion 501(a),

‘(ii) an organization described in section
1381(a)(2)(C), or

‘‘(iii) an entity the income of which is ex-
cludable from gross income under section
115.

‘(B) USE OF CREDIT.—

‘(1) TRANSFER OF CREDIT.—An entity de-
scribed in subparagraph (A) may assign,
trade, sell, or otherwise transfer any credit
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allowable to such entity under subparagraph
(A) to any taxpayer.

“(ii) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of an entity described in clause (i)
or (ii) of subparagraph (A), any credit allow-
able to such entity under subparagraph (A)
may be applied by such entity, without pen-
alty, as a prepayment of any loan, debt, or
other obligation the entity has incurred
under subchapter I of chapter 31 of title 7 of
the Rural Electrification Act of 1936 (7 U.S.C.
901 et seq.).

¢(C) CREDIT NOT INCOME.—Neither a trans-
fer under clause (i) or a use under clause (ii)
of subparagraph (B) of any credit allowable
under subparagraph (A) shall result in in-
come for purposes of section 501(c)(12).

‘(D) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by an entity described
in subparagraph (A)(iii) from the transfer of
any credit under subparagraph (B)(i) shall be
treated as arising from an essential govern-
ment function.

‘“(E) CREDITS NOT REDUCED BY TAX-EXEMPT
BONDS OR CERTAIN OTHER SUBSIDIES.—Sub-
section (b)(3) shall not apply to reduce any
credit allowable under subparagraph (A) with
respect to—

‘“(i) proceeds described in subparagraph
(A)(ii) of such subsection, or

‘(i) any loan, debt, or other obligation in-
curred under subchapter I of chapter 31 of
title 7 of the Rural Electrification Act of 1936
(7 U.S.C. 901 et seq.),
used to provide financing for any qualified
facility.

“(F) TREATMENT OF UNRELATED PERSONS.—
For purposes of this paragraph, sales among
and between entities described in subpara-
graph (A) shall be treated as sales between
unrelated parties.”.

(2) COORDINATION WITH OTHER CREDITS.—
Section 45(d), as amended by paragraph (1), is
amended by adding at the end the following:

€“(10) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any qualified
facility with respect to which a credit under
any other section is allowed for the taxable
year unless the taxpayer elects to waive the
application of such credit to such facility.”.

(3) EXPANSION TO INCLUDE ANIMAL WASTE.—
Section 45 (relating to electricity produced
from certain renewable resources), as amend-
ed by paragraphs (2) and (4) of subsection (b),
is amended—

(A) by striking ‘‘poultry’ each place it ap-
pears in subsection (¢)(1)(C) and subsection
(d)(6) and inserting ‘‘animal’’,

(B) by striking ‘““POULTRY” in the heading
of paragraph (6) of subsection (d) and insert-
ing ‘“‘ANIMAL”,

(C) by striking paragraph (3) of subsection
(c) and inserting the following:

‘“(3) ANIMAL WASTE.—The term ‘animal
waste’ means poultry manure and litter and
other animal wastes, including—

‘“(A) wood shavings, straw, rice hulls, and
other bedding material for the disposition of
manure, and

‘(B) byproducts, packaging, and other ma-
terials which are nontoxic and biodegradable
and are associated with the processing, feed-
ing, selling, transporting, and disposal of
such animal wastes.”’, and

(D) by striking subparagraph (C) of sub-
section (c¢)(b) and inserting the following:

“(C) ANIMAL WASTE FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), in the case of a facility using ani-
mal waste (other than poultry) to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this clause.

‘“(ii) POULTRY WASTE.—In the case of a fa-
cility using animal waste relating to poultry
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to produce electricity, the term ‘qualified fa-
cility’ means any facility of the taxpayer
which is originally placed in service after
December 31, 1999.”’.

(4) TREATMENT OF QUALIFIED FACILITIES NOT
IN COMPLIANCE WITH POLLUTION LAWS.—Sec-
tion 45(c)(b) (relating to qualified facilities),
as amended by paragraphs (2) and (3) of sub-
section (b), is amended by adding at the end
the following:

‘“(E) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of this paragraph, a fa-
cility which is not in compliance with the
applicable State and Federal pollution pre-
vention, control, and permit requirements
for any period of time shall not be considered
to be a qualified facility during such pe-
riod.”.

(5) PERMANENT EXTENSION OF QUALIFIED FA-
CILITY DATES.—Section 45(c)(5) (relating to
qualified facility), as redesignated by sub-
section (b)(2), is amended by striking *‘, and
before January 1, 2002’ in subparagraphs (A)
and (B).

(d) 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.

(¢e) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity and other energy produced after the
date of the enactment of this Act.

SA 695. Mr. DODD (for himself and
Mr. REID) submitted an amendment in-
tended to be proposed by him to the
bill H.R. 1836, to provide for reconcili-
ation pursuant to section 104 of the
concurrent resolution on the budget for
fiscal year 2002; as follows:

On page 9, in the matter between lines 11
and 12, strike “387.6%’’ 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

and gifts made, dur- is:
ing:
2002, 2003, 2004, 2005,
and 2006 ............cc..eeens $1,000,000
2007 and 2008 .. . $1,125,000
2009 i $1,500,000
2010 or thereafter ...... $2,000,000.”".
(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to the es-

tates of decedents dying, and gifts made,

after December 31, 2001.

SEC. 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:
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“In the case of estates
of decedents dying

The applicable
deduction amount

during: is:
2002, 2003, 2004, 2005,
and 2006 ............eeennnnns $1,375,000
2007 and 2008 $1,625,000
2009 ...oiiieiieiiinnnn. $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

“(IT1) 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.

SA 696. Mr. NELSON of Nebraska
submitted an amendment intended to
be proposed by him to the bill H.R.
1836, to provide for reconciliation pur-
suant to section 104 of the concurrent
resolution on the budget for fiscal year
2002; which was ordered to lie on the
table; as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . CIRCUIT BREAKER.

(a) IN GENERAL.—In any fiscal year begin-
ning with fiscal year 2004, if the level of debt
held by the public for that fiscal year (as
projected by the Office of Management and
Budget sequestration update report on Au-
gust 20th for that fiscal year) would exceed
the level of debt held by the public for that
fiscal year set forth in the concurrent resolu-
tion on the budget for fiscal year 2002 (H.
Con. Res. 83, 107th Congress), any Member of
Congress may move to proceed to a bill that
would make changes in law to reduce discre-
tionary spending and direct spending and in-
crease revenues in a manner that would re-
duce the debt held by the public for the fiscal
year to a level not exceeding the level pro-
vided in this resolution for that fiscal year.
The motion to proceed shall be voted on at
the end of 4 hours of debate.

(b) CONSIDERATION OF LEGISLATION.—A bill
considered under subsection (a) shall be con-
sidered as provided in section 310(e) of the
Congressional Budget Act of 1974 (2 U.S.C.
641(e)).

SA 697. Mr. HATCH (for himself, Mr.
ALLEN, Mr. CRAIG, Mr. SMITH of Or-
egon, Mr. REID, Mr. BROWNBACK, Mr.
BENNETT, and Mr. KERRY) proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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

SA 698. Mr. KENNEDY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 9, strike the matter between lines
11 and 12, and insert:

The corresponding percentages shall be

“In the case of taxable substituted for the following percentages:

years heginning during cal-
endar year:

28% 31% 36% 39.6%
2002, 2003, and 2004 .. 27% 30% 35%  39%
2005 and 2006 ............. 26% 29% 34%  38.2%
2007 and thereafter ...... 25% 28% 33%  36.6%

On page 62, between lines 7 and 8, insert:

SEC. . HOPE SCHOLARSHIP CREDIT AVAIL-
ABLE FOR COSTS OF ATTENDANCE.
(a) IN GENERAL.—Section 25A(f)(1) is

amended by adding at the end the following
subparagraph:

‘(D) COSTS OF ATTENDANCE.—For purposes
of determining the amount of the Hope
Scholarship Credit under subsection (b), such
term shall include the cost of attendance (as
defined in section 472 of the Higher Edu-
cation Act of 1965 (20 U.S.C. 108711), as in ef-
fect on the date of enactment of this sub-
paragraph) of the eligible student at an eligi-
ble educational institution.”

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

SA 699. Mr. KENNEDY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 9, between lines 14 and 15, insert:

‘(4) REDUCTION IN TOP RATE CONTINGENT ON
INCREASES IN FEDERAL PELL GRANT FUNDING.—
Notwithstanding paragraph (2), the reduc-
tions in the 39.6 percent rate bracket which
(without regard to this paragraph) would
take effect for taxable years beginning in
2002, 2005, or 2007 shall not take effect at all
unless the Secretary of Education certifies
to the Secretary of the Treasury before No-
vember 1, 2001, November 1, 2004, or Novem-
ber 1, 2006, whichever is applicable, that dur-
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ing the fiscal year ending in 2001, or during
each of the 2 fiscal years ending in 2003 and
2004 or 2005 and 2006, whichever is applicable,
the Federal Government honored its com-
mitment to fund the Federal Pell Grant pro-
gram under subpart I of part A of title IV of
the Higher Education Act of 1965 (20 U.S.C.
1070a) in an amount sufficient to increase the
maximum Federal Pell Grant amounts
awarded under such program to—
““(A) $4,250 for the 2002-2003 school year,
“(B) $4,650 for the 2003-2004 school year,
“(C) $5,050 for the 2004-2005 school year,
‘(D) $5,450 for the 2005-2006 school year,
“(E) $5,850 for the 2006-2007 school year,
“(F) $6,250 for the 2007-2008 school year,
“(G) $6,650 for the 2008-2009 school year,
““(H) $7,050 for the 2009-2010 school year, and
(1) $7,450 for the 2010-2011 school year.”.

SA 700. Mr. KENNEDY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 9, between lines 14 and 15, insert:

‘“(4) REDUCTION IN TOP RATE CONTINGENT ON
HEAD START  FUNDING.—Notwithstanding
paragraph (2), the reductions in the 39.6 per-
cent rate bracket which (without regard to
this paragraph) would take effect for taxable
years beginning in 2005 or 2007 shall not take
effect at all unless the Secretary of Edu-
cation certifies to the Secretary of the
Treasury before November 1, 2004, or Novem-
ber 1, 2006, whichever is applicable, that dur-
ing each of the 2 fiscal years ending in 2003
and 2004 or 2005 and 2006, whichever is appli-
cable, the Federal Government honored its
commitment to fund the Head Start Act in
an amount sufficient to enable every eligible
child access to such program.”.

SA 701. Mr. HATCH (for Mr. KERRY
(for himself and Mr. HATCH)) proposed
an amendment to amendment SA 697
proposed by Mr. HATCH to the bill (H.R.
1836) to provide for reconciliation pur-
suant to section 104 of the concurrent
resolution on the budget for fiscal year
2002; as follows:

At the end of the matter proposed to be in-
serted, add the following:

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
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purposes of subparagraph (A), subsection (b)
of section 41 shall be applied—

‘(1) 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.—NoO
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-
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) ELECTION.—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
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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.”".

(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 456G 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:
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‘(10) the vaccine research credit deter-
mined under section 45G(a) (other than such
credit determined under the rules of section
280C(d)(2)).”.

(e) 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
€19178,”’.

(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.

SA 702. Mr. DASCHLE submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC. . WAIVER OF STATUTE OF LIMITATION
FOR TAXES ON CERTAIN FARM
VALUATIONS.

If on the date of the enactment of this Act
(or at any time within 1 year after the date
of the enactment) a refund or credit of any
overpayment of tax resulting from the appli-
cation of section 2032A(c)(7)(E) of the Inter-
nal Revenue Code of 1986 is barred by any law
or rule of law, the refund or credit of such
overpayment shall, nevertheless, be made or
allowed if claim therefor is filed before the
date 1 year after the date of the enactment
of this Act.

SA 703. Mr. BYRD proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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
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 II
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
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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.”.

SA 704. Mr. KERRY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 66, in the table set forth between
lines 1 and 2, strike that matter relating to
years 2007, 2008, 2009, and 2010 and insert the
following:

‘2007 and 2008 46 percent
‘2009 and 2010 .... 45 percent

On page 174, line 3, strike ‘20’ and insert
“50.

On page 178, line 7, strike ‘2 taxable’ and
insert ‘4 taxable’.

On page 178, line 8, insert before the
comma the following: ‘“‘and each of the 6 tax-
able years for an employer with no fewer
than 25 employees’.

SA 705. Mrs. HUTCHISON submitted
an amendment intended to be proposed
by her to the bill H.R. 1836, to provide
for reconciliation pursuant to section
104 of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 19, beginning with line 21, strike
all through the matter preceding line 1 on
page 20, and insert:

“(7) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:
“For taxable years

beginning in

calendar year—

The applicable
percentage is—

2002 .. 174
2003 .. 180
2004 ..iiii e 187
2005 ..oiiiiiiieiieiieeans 193
2006 and thereafter 200.”".

On page 20, line 14, strike ‘2005’ and insert
2001,

On page 21, line 2, strike ‘2005’ and insert
2001,

On page 21, strike the matter following
line 21, and insert:
“For taxable years

beginning in

calendar year—

The applicable
percentage is—

2002 .. 174
2003 .. 180
2004 .. 187
2005 ..iiiieieeeens 193
2006 and thereafter .............. 200.”".

On page 22, line 15, strike ‘2005’ and insert
2001,

SA 706. Mrs. HUTCHISON submitted
an amendment intended to be proposed
by her to the bill H.R. 1836, to provide
for reconciliation pursuant to section
104 of the concurrent resolution on the

CONGRESSIONAL RECORD — SENATE

budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 19, beginning with line 21, strike
all through the matter preceding line 1 on
page 20, and insert:

“(7) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:

“For taxable years
beginning in
calendar year—

The applicable
percentage is—

2002 ..niie e 174
2003 .o 180
2004 187
2005 oniiiie 193
2006 and thereafter .............. 200.”".

On page 20, line 14, strike ‘2005’ and insert
€¢20017°.

SA 707. Mr. JEFFORDS (for himself,
Mr. DopDp, Mr. KENNEDY, Mr. ROCKE-
FELLER, and Mr. LEVIN) proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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
‘50 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.

SA 708. Mr. LIEBERMAN (for him-
self, Mrs. FEINSTEIN, Mrs. CLINTON, and
Mr. LEAHY) submitted an amendment
intended to be proposed by him to the
bill H.R. 1836, to provide for reconcili-
ation pursuant to section 104 of the
concurrent resolution on the budget for
fiscal year 2002; which was ordered to
lie on the table; as follows:

On page 9, strike the table between line 11
and 12, and insert the following:

€“$10,000” and inserting
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The corresponding percentages shall be
substituted for the following percentages:

“In the case of taxable
years beginning during cal-

endar year: 28% 31% 36%  396%
2002, 2003, and 2004 ..  27% 30% 35%  38.6%
2005 and 2006 . 26% 29% 34%  38.6%
25% 28% 33%  38.6%
25% 28% 33%  31.6%
At the end insert the following:
TITLE —BUSINESS RELIEF
Subtitle —Productivity Incentives

SEC. 01. INCREASED EXCLUSION AND OTHER
MODIFICATIONS APPLICABLE TO
QUALIFIED SMALL BUSINESS STOCK.

(a) INCREASED EXCLUSION.—

(1) IN GENERAL.—Subsection (a) of section
1202 (relating to 50-percent exclusion for gain
from certain small business stock) is amend-
ed by striking ‘50 percent’” and inserting
€100 percent’’.

(2) CONFORMING AMENDMENTS.—

(A) Subparagraph (A) of section 1(h)(5) is
amended to read as follows:

‘“(A) collectibles gain, over’’.

(B) Section 1(h) is amended by striking
paragraph (8).

(C) Paragraph (9) of section 1(h) is amended
by striking ‘¢, gain described in paragraph
(MD(A)({), and section 1202 gain’ and inserting
“‘and gain described in paragraph (7)(A)@{)”.

(D) Section 1(h) is amended by redesig-
nating paragraphs (9) (as amended by sub-
paragraph (C)), (10), (11), (12), and (13) as
paragraphs (8), (9), (10), (11), and (12), respec-
tively.

(E) The heading for section 1202 is amended
by striking “PARTIAL’ and inserting ‘‘100-
PERCENT”.

(F) The table of sections for part I of sub-
chapter P of chapter 1 is amended by strik-
ing “Partial’” in the item relating to section
1202 and inserting ‘‘100-percent’’.

(b) REDUCTION IN HOLDING PERIOD.—

(1) IN GENERAL.—Subsection (a) of section
1202 (relating to partial exclusion for gains
from certain small business stock) is amend-
ed by striking ‘5 years’” and inserting ‘3
years’.

(2) CONFORMING AMENDMENT.—Subsections
(2)(2)(A) and (j)(1)(A) of section 1202 are each
amended by striking ‘5 years’ and inserting
‘3 years’.

(c) EXCLUSION AVAILABLE TO CORPORA-
TIONS.—

(1) IN GENERAL.—Subsection (a) of section
1202 (relating to partial exclusion for gains
from certain small business stock) is amend-
ed by striking ‘‘other than a corporation’.

(2) TECHNICAL AMENDMENT.—Subsection (c)
of section 1202 is amended by adding at the
end the following new paragraph:

‘“(4) STOCK HELD AMONG MEMBERS OF CON-
TROLLED GROUP NOT ELIGIBLE.—Stock of a
member of a parent-subsidiary controlled
group (as defined in subsection (d)(3)) shall
not be treated as qualified small business
stock while held by another member of such
group.’’.

(d) REPEAL OF MINIMUM TAX PREFERENCE.—

(1) IN GENERAL.—Subsection (a) of section
57 (relating to items of tax preference) is
amended by striking paragraph (7).

(2) TECHNICAL AMENDMENT.—Subclause (II)
of section 53(d)(1)(B)(ii) is amended by strik-
ing ¢, (6), and (7)” and inserting ‘“‘and (5)”.

(e) STOCK OF LARGER BUSINESSES ELIGIBLE
FOR EXCLUSION.—

(1) IN GENERAL.—Paragraph (1) of section
1202(d) (defining qualified small business) is
amended by striking ‘‘$50,000,000"’ each place
it appears and inserting ‘‘$300,000,000°".

(2) INFLATION ADJUSTMENT.—Section 1202(d)
(defining qualified small business) is amend-
ed by adding at the end the following:

‘“(4) INFLATION ADJUSTMENT OF ASSET LIMI-
TATION.—In the case of stock issued in any
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calendar year after 2002, the $300,000,000
amount contained in paragraph (1) shall be
increased by an amount equal to—

“(A) such dollar amount, multiplied by

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

If any amount as adjusted under the pre-

ceding sentence is not a multiple of $10,000,

such amount shall be rounded to the nearest
multiple of $10,000.”.

(f) REPEAL OF PER-ISSUER LIMITATION.—
Section 1202(b) (relating to per-issuer limita-
tions on taxpayer’s eligible gain) is repealed.

(g) OTHER MODIFICATIONS.—

(1) REPEAL OF WORKING CAPITAL LIMITA-
TION.—Section 1202(e)(6) (relating to working
capital) is amended—

(A) in subparagraph (B), by striking ‘2
years’ and inserting ‘5 years’’; and

(B) by striking the last sentence.

(2) EXCEPTION FROM REDEMPTION RULES
WHERE BUSINESS PURPOSE.—Section 1202(c)(3)
(relating to certain purchases by corporation
of its own stock) is amended by adding at the
end the following new subparagraph:

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

(h) QUALIFIED TRADE OR BUSINESS.—Sec-
tion 1202(e)(3) (defining qualified trade or
business) is amended by inserting ‘‘and” at
the end of subparagraph (C), by striking
and’’ at the end of subparagraph (D) and in-
serting a period, and by striking subpara-
graph (E).

(i) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section apply to stock issued after the date
of the enactment of this Act.

(2) SPECIAL RULE.—The amendments made
by subsections (a), (c), (e), (f), and (g)(1)
apply to stock issued after August 10, 1993.
SEC.  02. REPEAL OF MINIMUM TAX PREF-

ERENCE FOR EXCLUSION FOR IN-
CENTIVE STOCK OPTIONS.

(a) IN GENERAL.—Subsection (b) of section
56 (relating to adjustments in computing al-
ternative minimum taxable income) is
amended by striking paragraph (3).

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to options
exercised in calendar years beginning after
the date of the enactment of this Act.

SEC. 03. 3-YEAR DEPRECIABLE LIFE FOR
SEMICONDUCTOR MANUFACTURING
EQUIPMENT.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 168(e)(3) (relating to classification of
property) is amended by striking ‘“‘and” at
the end of clause (ii), by striking the period
at the end of clause (iii) and inserting °,
and”’, and by adding at the end the following
new clause:

‘(iv) any semiconductor manufacturing
equipment.”’.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (B) of section 168(e)(3) is
amended—

(A) by striking clause (ii),

(B) by redesignating clauses (iii) through
(vi) as clauses (ii) through (v), respectively,
and

(C) by striking ‘‘clause (vi)(I)”’ in the last
sentence and inserting ‘‘clause (v)(I)’.

(2) Subparagraph (B) of section 168(g)(3) is
amended by striking the items relating to
subparagraph (B)(ii) and subparagraph
(B)(iii) and inserting the following:
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“(BH)(il) 9.5”.
(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to equip-
ment placed in service after the date of the
enactment of this Act.
Subtitle B—Compliance With Congressional
Budget Act
SEC. _ 11. SUNSET OF PROVISIONS OF TITLE.
All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

SA 709. Mr. HUTCHINSON submitted
an amendment intended to be proposed
by him to the bill H.R. 1836, to provide
for reconciliation pursuant to section
104 of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, insert the fol-
lowing:

SEC. 803. REPEAL OF 1993 INCOME TAX INCREASE
ON SOCIAL SECURITY BENEFITS.

(a) RESTORATION OF PRIOR LAW FORMULA.—
Subsection (a) of section 86 is amended to
read as follows:

‘“(a) IN GENERAL.—Gross income for the
taxable year of any taxpayer described in
subsection (b) (notwithstanding section 207
of the Social Security Act) includes social
security benefits in an amount equal to the
lesser of—

‘(1) one-half of the social security benefits
received during the taxable year, or

‘“(2) one-half of the excess described in sub-
section (b)(1).”

(b) REPEAL OF ADJUSTED BASE AMOUNT.—
Subsection (c¢) of section 86 is amended to
read as follows:

‘‘(c) BASE AMOUNT.—For purposes of this
section, the term ‘base amount’ means—

‘(1) except as otherwise provided in this
subsection, $25,000,

‘“(2) $32,000 in the case of a joint return,
and

““(3) zero in the case of a taxpayer who—

““(A) is married as of the close of the tax-
able year (within the meaning of section
7703) but does not file a joint return for such
year, and

‘“(B) does not live apart from his spouse at
all times during the taxable year.”

(c) CONFORMING AMENDMENTS.—

(1) Subparagraph (A) of section 871(a)(3) is
amended by striking ‘85 percent’ and insert-
ing ‘50 percent’’.

(2)(A) Subparagraph (A) of section 121(e)(1)
of the Social Security Amendments of 1983
(Public Law 98-21) is amended—

(i) by striking ‘‘(A) There” and inserting
“There’’;

(ii) by striking (i)’ immediately following
“‘amounts equivalent to’’; and

(iii) by striking ‘, less (ii)”’ and all that
follows and inserting a period.

(B) Paragraph (1) of section 121(e) of such
Act is amended by striking subparagraph
(B).

(C) Paragraph (3) of section 121(e) of such
Act is amended by striking subparagraph (B)
and by redesignating subparagraph (C) as
subparagraph (B).

(D) Paragraph (2) of section 121(e) of such
Act is amended in the first sentence by
striking ‘“‘paragraph (1)(A)” and inserting
‘“‘paragraph (1).

(d) MAINTENANCE OF TRANSFERS TO HOS-
PITAL INSURANCE TRUST FUND.—

(1) APPROPRIATION.—There are hereby ap-
propriated to the Hospital Insurance Trust
Fund established under section 1817 of the
Social Security Act amounts equal to the re-
duction in revenues to the Treasury by rea-
son of the enactment of this section.
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(2) TRANSFER.—Amounts appropriated
under paragraph (1) shall be transferred from
the general fund at such times and in such
manner as to replicate to the extent possible
the transfers which would have occurred to
such Trust Fund had this section not been
enacted.

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to taxable
years beginning after December 31, 2000.

(2) SUBSECTION (c)(1).—The amendment
made by subsection (c)(1) shall apply to ben-
efits paid after December 31, 2000.

(3) SUBSECTION (c¢)(2).—The amendments
made by subsection (c)(2) shall apply to tax
liabilities for taxable years beginning after
December 31, 2000.

SA 710. Mr. HATCH submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the end of subtitle D of Title IV add the
following:

SEC. . CONTRIBUTIONS OF BOOK INVENTORY.

(a) IN GENERAL.—Section 170(e)(3) (relating
to certain contributions of ordinary income
and capital gain property) is amended by
adding at the end the following new subpara-
graph:

‘(D) SPECIAL RULE FOR CONTRIBUTIONS OF
BOOK INVENTORY FOR EDUCATIONAL PUR-
POSES.—

‘(1) CONTRIBUTIONS OF BOOK INVENTORY.—In
determining whether a qualified book con-
tribution is a qualified contribution, sub-
paragraph (A) shall be applied without re-
gard to whether or not—

‘(I) the donee is an organization described
in the matter preceding clause (i) of subpara-
graph (A), and

““(IT) the property is to be used by the
donee solely for the care of the ill, the needy,
or infants.

‘(i) QUALIFIED BOOK CONTRIBUTION.—For
purposes of this paragraph, the term ‘quali-
fied book contribution’ means a charitable
contribution of books, but only if the con-
tribution is to an organization—

“(I) described in subclause (I) or (III) of
paragraph (6)(B)(i), or

““(IT) described in section 501(c)(3) and ex-
empt from tax under section 501(a) which is
organized primarily to make books available
to the general public at no cost or to operate
a literacy program.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made after the date of the enactment
of this Act.

SA 711. Mrs. LINCOLN submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; as follows:

On page 31, line 1, strike ‘‘tuition, fees,”.

On page 31, line 11, strike ‘‘room and
board,”.

SA 712. Mr. LIEBERMAN (for himself
and Mrs. FEINSTEIN) submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:
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At the end of subtitle A of title VIII, insert
the following:
Subtitle B—Research Credits
SEC. . PERMANENT EXTENSION AND MODI-
FICATIONS 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.

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

‘(i) 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.
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‘‘(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-
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) ELECTION.—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-
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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.”".

(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)).”.

(e) 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.

SEC. . REVENUE OFFSET.

The Secretary of the Treasury shall adjust

each of the corresponding percentages for
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the 39.6% rate which are contained in the
table contained in section 1(i)(2) of the Inter-
nal Revenue Code of 1986 (as added 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 amendments made by this subtitle.

SA 713. Mr. DORGAN proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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 es- The applicable
tates of decedents exclusion amount
dying 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:

CONGRESSIONAL RECORD — SENATE

‘‘(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.

SA 714. Mr. SESSIONS (for himself,
Mr. McCONNELL, and Mr. WYDEN) sub-
mitted an amendment intended to be
proposed by him to the bill H.R. 1836,
to provide for reconciliation pursuant
to section 104 of the concurrent resolu-
tion on the budget for fiscal year 2002;
which was ordered to lie on the table;
as follows:

On page 41, strike line 15 and all that fol-
lows through line 18, and insert the fol-
lowing:

¢(iii) LIMITATION ON CERTAIN ROLLOVERS.—
Clause (i)(I) shall not apply to any transfer if
such transfer occurs within 12 months from
the date of a previous transfer to any quali-
fied tuition program for the benefit of the
designated beneficiary.”, and

SA 715. Mr. SESSIONS (for himself,
Mr. McCONNELL, and Mr. WYDEN) sub-
mitted an amendment intended to be
proposed by him to the bill H.R. 1836,
to provide for reconciliation pursuant
to section 104 of the concurrent resolu-
tion on the budget for fiscal year 2002;
which was ordered to lie on the table;
as follows:

At the end of subtitle A of title IV add the
following:

SEC. . LIMITED INVESTMENT DIRECTION AL-
LOWED.

Section 529(b)(5) (relating to no investment
direction) is amended by adding at the end
the following new sentence: ‘‘For purposes of
this paragraph, no contributor to, or des-
ignated beneficiary under, a program shall
be deemed to be directly or indirectly direct-
ing the investment of any contribution (or
any earning thereon) if such contributor or
designated beneficiary periodically transfers
from among the investment options ap-
proved by the qualified tuition program.’’.

SA 716. Mr. ALLEN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, fiscal year
2002; which was ordered to lie on the
table; as follows:

At the appropriate place insert the fol-
lowing:

SEC. . PERMANENT EXTENSION OF INTERNET
TAX FREEDOM ACT MORATORIUM.

(a) PERMANENT EXTENSION; INTERNET AC-
CESS TAXES.—Section 1101 of the Internet
Tax Freedom Act (47 U.S.C. 151 note) is
amended—

(1) by striking ‘‘taxes during the period be-
ginning on October 1, 1998, and ending 3 years
after the date of the enactment of this Act”
and inserting ‘taxes after September 30,
1998:7;

(2) by striking paragraph (1) of subsection
(a) and inserting the following:

‘(1) Taxes on Internet access.”’;

(3) by striking ‘‘multiple’ in paragraph (2)
of subsection (a) and inserting ‘‘Multiple’’;

(4) by striking subsection (d); and

(5) by redesignating subsections (e) and (f)
as subsections (d) and (e), respectively.
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(b) CONFORMING  AMENDMENT.—Section
1104(10) of the Internet Tax Freedom Act (47
U.S.C. 151 note) is amended by striking ‘‘un-
less” and all that follows through 1998”°.

SA 717. Mr. BINGAMAN (for himself,
Mr. REID, Mr. JOHNSON, Mrs. CLINTON,
and Mr. KENNEDY) submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; as follows:

At the end, add the following:

TITLE IX—ENERGY CONSERVATION AND
PRODUCTION TAX INCENTIVES

SEC. 900. TABLE OF CONTENTS.

TITLE IX—ENERGY CONSERVATION AND
PRODUCTION TAX INCENTIVES

Sec. 900. Table of contents.

Subtitle A—Energy-Efficient Property Used
in Business

Sec. 901. Credit for certain energy-efficient
property used in business.

Sec. 902. Energy-efficient commercial build-
ing property deduction.

Sec. 903. Credit for energy-efficient appli-
ances.

Subtitle B—Residential Energy Systems

Sec. 911. Credit for construction of new en-

ergy-efficient home.

Sec. 912. Credit for energy efficiency im-

provements to existing homes.

Sec. 913. Credit for residential solar, wind,

and fuel cell energy property.
Subtitle C—Electricity Facilities and
Production

Incentive for distributed genera-
tion.

Modifications to credit for elec-
tricity produced from renew-
able and waste products.

Treatment of facilities using ba-
gasse to produce energy as solid
waste disposal facilities eligible
for tax-exempt financing.

Property used in the transmission
of electricity and natural gas
pipelines treated as 7-year prop-
erty.

Subtitle D—Tax Incentives for Ethanol Use

Sec. 931. Allocation of alcohol fuels credit to
patrons of a cooperative.

Sec. 932. Additional tax incentives for eth-
anol use.

Subtitle E—Incentives for Early Commercial
Applications of Advanced Clean Coal Tech-
nologies

Sec. 941. Credit for investment in qualifying
advanced clean coal tech-
nology.

Sec. 942. Credit for production from quali-
fying advanced clean coal tech-
nology.

Sec. 943. Risk pool for qualifying advanced
clean coal technology.

Subtitle F—Tax Incentives for Qualified
Energy Management Devices

Sec. 951. Credit for qualified energy manage-
ment devices.

Sec. 952. 3-year applicable recovery period
for depreciation of energy man-
agement equipment.

Subtitle G—Other Provisions

Sec. 961. Alternative motor vehicle credit.

Sec. 962. Uniform dollar limitation for all
types of transportation fringe
benefits.

Sec. 963. Clarification of Federal employee
benefits.

Sec. 964. Extension of tax benefits for alco-
hol fuels.

Sec. 921.

Sec. 922.

Sec. 923.

Sec. 924.
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Subtitle H—-Compliance With Congressional
Budget Act
Sec. 971. Revenue offsets.

Sec. 972. Sunset of provisions of title.
Subtitle A—Energy-Efficient Property Used
in Business
SEC. 901. CREDIT FOR CERTAIN ENERGY-EFFI-
CIENT PROPERTY USED IN BUSI-

NESS.

(a) IN GENERAL.—Subpart E of part IV of
subchapter A of chapter 1 (relating to rules
for computing investment credit) is amended
by inserting after section 48 the following:
“SEC. 48A. ENERGY CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
46, the energy credit for any taxable year is
the energy percentage of the basis of each
energy property placed in service during
such taxable year.

““(b) ENERGY PERCENTAGE.—

‘(1) IN GENERAL.—The energy percentage
is—

‘“(A) except as otherwise provided in this
subparagraph, 10 percent,

‘(B) in the case of energy property de-
scribed in clauses (i), (iii), and (vi) of sub-
section (¢)(1)(A), 20 percent,

‘“(C) in the case of energy property de-
scribed in subsection (c)(1)(A)(v), 15 percent,

‘(D) in the case of energy property de-
scribed in subsection (¢)(1)(A)(ii) relating to
a high risk geothermal well, 20 percent, and

‘“(E) in the case of energy property de-
scribed in subsection (c¢)(1)(A)(vii), 30 per-
cent.

‘“(2) COORDINATION WITH REHABILITATION.—
The energy percentage shall not apply to
that portion of the basis of any property
which is attributable to qualified rehabilita-
tion expenditures.

“(c) ENERGY PROPERTY DEFINED.—

‘(1) IN GENERAL.—For purposes of this sub-
part, the term ‘energy property’ means any
property—

“(A) which is—

‘“(i) solar energy property,

‘‘(ii) geothermal energy property,

‘“(iii) energy-efficient building property
other than property described in clauses
(iii)(I) and (v)(I) of subsection (d)(3)(A),

‘“(iv) combined heat and power system
property,

“(v) low core loss distribution transformer
property,

‘“(vi) qualified anaerobic digester property,
or

‘‘(vii) qualified wind energy systems equip-
ment property,

‘(B)(1) the construction, reconstruction, or
erection of which is completed by the tax-
payer, or

‘‘(ii) which is acquired by the taxpayer if
the original use of such property commences
with the taxpayer.

“(C) which can reasonably be expected to
remain in operation for at least 5 years,

‘(D) with respect to which depreciation (or
amortization in lieu of depreciation) is al-
lowable, and

‘“(E) which meets the performance and
quality standards (if any) which—

‘(i) have been prescribed by the Secretary
by regulations (after consultation with the
Secretary of Energy), and

‘‘(ii) are in effect at the time of the acqui-
sition of the property.

¢“(2) EXCEPTIONS.—

““(A) PUBLIC UTILITY PROPERTY.—Such term
shall not include any property which is pub-
lic utility property (as defined in section
46(f)(b) as in effect on the day before the date
of the enactment of the Revenue Reconcili-
ation Act of 1990), except for property de-
scribed in paragraph (1)(A)({iv).

‘(B) CERTAIN WIND EQUIPMENT.—Such term
shall not include equipment described in
paragraph (1)(A)(vii) which is taken into ac-
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count for purposes of section 45 for the tax-
able year.

‘(d) DEFINITIONS RELATING TO TYPES OF
ENERGY PROPERTY.—For purposes of this sec-
tion—

‘(1) SOLAR ENERGY PROPERTY.—

‘“(A) IN GENERAL.—The term ‘solar energy
property’ means equipment which uses solar
energy to generate electricity, to heat or
cool (or provide hot water for use in) a struc-
ture, or to provide solar process heat.

‘(B) SWIMMING POOLS, ETC. USED AS STOR-
AGE MEDIUM.—The term ‘solar energy prop-
erty’ shall not include property with respect
to which expenditures are properly allocable
to a swimming pool, hot tub, or any other
energy storage medium which has a function
other than the function of such storage.

‘“(C) SOLAR PANELS.—No solar panel or
other property installed as a roof (or portion
thereof) shall fail to be treated as solar en-
ergy property solely because it constitutes a
structural component of the structure on
which it is installed.

‘“(2) GEOTHERMAL ENERGY PROPERTY.—

“(A) IN GENERAL.—The term ‘geothermal
energy property’ means equipment used to
produce, distribute, or use energy derived
from a geothermal deposit (within the mean-
ing of section 613(e)(2)), but only, in the case
of electricity generated by geothermal
power, up to (but not including) the elec-
trical transmission stage.

“(B) HIGH RISK GEOTHERMAL WELL.—The
term ‘high risk geothermal well’ means a
geothermal deposit (within the meaning of
section 613(e)(2)) which requires high risk
drilling techniques. Such deposit may not be
located in a State or national park or in an
area in which the relevant State park au-
thority or the National Park Service deter-
mines the development of such a deposit will
negatively impact on a State or national
park.

RG]
ERTY.—

‘“(A) IN GENERAL.—The term ‘energy-effi-
cient building property’ means—

‘(i) a fuel cell which—

‘“(I) generates electricity using an electro-
chemical process,

‘“(IT) has an electricity-only generation ef-
ficiency greater than 30 percent, and

“(III) has a minimum generating capacity
of 2 kilowatts,

‘‘(i1) an electric heat pump hot water heat-
er which yields an energy factor of 1.7 or
greater under test procedures prescribed by
the Secretary of Energy,

‘“(iii)(I) an electric heat pump which has a
heating system performance factor (HSPF)
of at least 8.5 but less than 9 and a cooling
seasonal energy efficiency ratio (SEER) of at
least 13.5 but less than 15,

“(II) an electric heat pump which has a
heating system performance factor (HSPF)
of 9 or greater and a cooling seasonal energy
efficiency ratio (SEER) of 15 or greater,

‘“(iv) a natural gas heat pump which has a
coefficient of performance of not less than
1.25 for heating and not less than 0.70 for
cooling,

‘“(v)(I) a central air conditioner which has
a cooling seasonal energy efficiency ratio
(SEER) of at least 13.5 but less than 15,

‘“(IT) a central air conditioner which has a
cooling seasonal energy efficiency ratio
(SEER) of 15 or greater,

‘“(vi) an advanced natural gas water heater
which—

‘“(I) increases steady state efficiency and
reduces standby and vent losses, and

‘(II) has an energy factor of at least 0.65,

‘“(vil) an advanced natural gas furnace
which achieves a 90 percent AFUE and rated
for seasonal electricity use of less than 300
kKWh per year, and
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‘(viii) natural gas cooling equipment
which meets all applicable standards of the
American Society of Heating, Refrigerating,
and Air Conditioning Engineers and which—

“(I) has a coefficient of performance of not
less than .60, or

““(IT) uses desiccant technology and has an
efficiency rating of not less than 50 percent.

‘(B) LIMITATIONS.—The credit under sub-
section (a) for the taxable year may not ex-
ceed—

‘(i) $500 in the case of property described
in subparagraph (A) other than clauses (i),
(iv), and (viii) thereof,

‘‘(ii) $500 for each Kkilowatt of capacity in
the case of any fuel cell described in sub-
paragraph (A)@d),

‘‘(iii) $1,000 in the case of any natural gas
heat pump described in subparagraph (A)@iv),
and

““(iv) $150 for each ton of capacity in the
case of any natural gas cooling equipment
described in subparagraph (A)(viii).

‘“(4) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—

‘““(A) IN GENERAL.—The term ‘combined
heat and power system property’ means
property—

‘(i) comprising a system for the same en-
ergy source for the simultaneous or sequen-
tial generation of electrical power, mechan-
ical shaft power, or both, in combination
with steam, heat, or other forms of useful
energy,

‘(i) which has an electrical capacity of
more than 50 kilowatts or a mechanical en-
ergy capacity of more than 67 horsepower or
an equivalent combination of electrical and
mechanical energy capacities,

‘“(iii) which produces—

“(I at least 20 percent of its total useful
energy in the form of thermal energy, and

““(IT) at least 20 percent of its total useful
energy in the form of electrical or mechan-
ical power (or a combination thereof), and

‘“(iv) the energy efficiency percentage of
which exceeds—

“(I) 60 percent in the case of a system with
an electrical capacity of less than 1 mega-
watt),

“(II) 65 percent in the case of a system
with an electrical capacity of not less than 1
megawatt and not in excess of 50
megawatts), and

““(ITII) 70 percent in the case of a system
with an electrical capacity in excess of 50
megawatts).

‘“(B) SPECIAL RULES.—

‘(i) ENERGY EFFICIENCY PERCENTAGE.—For
purposes of subparagraph (A)(iv), the energy
efficiency percentage of a system is the frac-
tion—

“(I) the numerator of which is the total
useful electrical, thermal, and mechanical
power produced by the system at normal op-
erating rates, and

‘“(IT) the denominator of which is the lower
heating value of the primary fuel source for
the system.

*“(ii) DETERMINATIONS MADE ON BTU BASIS.—
The energy efficiency percentage and the
percentages under subparagraph (A)(iii) shall
be determined on a Btu basis.

¢“(iii) INPUT AND OUTPUT PROPERTY NOT IN-
CLUDED.—The term ‘combined heat and
power system property’ does not include
property used to transport the energy source
to the facility or to distribute energy pro-
duced by the facility.

‘“(iv) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—If the combined heat and power
system property is public utility property
(as defined in section 46(f)(5) as in effect on
the day before the date of the enactment of
the Revenue Reconciliation Act of 1990), the
taxpayer may only claim the credit under
subsection (a)(1) if, with respect to such



S5292

property, the taxpayer uses a normalization
method of accounting.

“(b) LOW CORE LOSS DISTRIBUTION TRANS-
FORMER PROPERTY.—The term ‘low core loss
distribution transformer property’ means a
distribution transformer which has energy
savings from a highly efficient core of at
least 20 percent more than the average for
power ratings reported by studies required
under section 124 of the Energy Policy Act of
1992.

‘(6) QUALIFIED ANAEROBIC DIGESTER PROP-
ERTY.—The term ‘qualified anaerobic di-
gester property’ means an anaerobic digester
for manure or crop waste which achieves at
least 65 percent efficiency measured in terms
of the fraction of energy input converted to
electricity and useful thermal energy.

“(7) QUALIFIED WIND ENERGY SYSTEMS
EQUIPMENT PROPERTY.—The term ‘qualified
wind energy systems equipment property’
means wind energy systems equipment with
a turbine size of not more than 75 kilowatts
rated capacity.

‘‘(e) SPECIAL RULES.—For purposes of this
section—

(1) SPECIAL RULE FOR PROPERTY FINANCED
BY SUBSIDIZED ENERGY FINANCING OR INDUS-
TRIAL DEVELOPMENT BONDS.—

‘‘(A) REDUCTION OF BASIS.—For purposes of
applying the energy percentage to any prop-
erty, if such property is financed in whole or
in part by—

‘(1) subsidized energy financing, or

‘“(ii) the proceeds of a private activity bond
(within the meaning of section 141) the inter-
est on which is exempt from tax under sec-
tion 103, the amount taken into account as
the basis of such property shall not exceed
the amount which (but for this subpara-
graph) would be so taken into account multi-
plied by the fraction determined under sub-
paragraph (B).

‘(B) DETERMINATION OF FRACTION.—For
purposes of subparagraph (A), the fraction
determined under this subparagraph is 1 re-
duced by a fraction—

‘‘(i) the numerator of which is that portion
of the basis of the property which is allo-
cable to such financing or proceeds, and

‘“(ii) the denominator of which is the basis
of the property.

¢(C) SUBSIDIZED ENERGY FINANCING.—For
purposes of subparagraph (A), the term ‘sub-
sidized energy financing’ means financing
provided under a Federal, State, or local pro-
gram a principal purpose of which is to pro-
vide subsidized financing for projects de-
signed to conserve or produce energy.

¢“(2) CERTAIN PROGRESS EXPENDITURE RULES
MADE APPLICABLE.—Rules similar to the rules
of subsections (c)(4) and (d) of section 46 (as
in effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990) shall apply for purposes of this sec-
tion.

¢“(f) APPLICATION OF SECTION.—

‘(1 IN GENERAL.—Except as provided by
paragraph (2), this section shall apply to
property placed in service after December 31,
2001, and before January 1, 2009.

‘‘(2) EXCEPTIONS.—

““(A) SOLAR ENERGY AND GEOTHERMAL EN-
ERGY PROPERTY.—Paragraph (1) shall not
apply to solar energy property or geothermal
energy property.

‘(B) CERTAIN ELECTRIC HEAT PUMPS AND
CENTRAL AIR CONDITIONERS.—In the case of
property which is described in subsection
(A)(B)(A){ii)(T) or (A)B)(A)V)(I), this section
shall apply to property placed in service
after December 31, 2001, and before January
1, 2006.”.

(b) CONFORMING AMENDMENTS.—
(1) Section 48 is amended to read as fol-
lows:
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“SEC. 48. REFORESTATION CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
46, the reforestation credit for any taxable
vear is 20 percent of the portion of the amor-
tizable basis of any qualified timber property
which was acquired during such taxable year
and which is taken into account under sec-
tion 194 (after the application of section
194(b)(1)).

‘“(b) DEFINITIONS.—For purposes of this
subpart, the terms ‘amortizable basis’ and
‘qualified timber property’ have the respec-
tive meanings given to such terms by section
194.”.

(2) Section 39(d), as amended by this Act, is
amended by adding at the end the following:

¢“(12) NO CARRYBACK OF ENERGY CREDIT BE-
FORE EFFECTIVE DATE.—No portion of the un-
used business credit for any taxable year
which is attributable to the energy credit de-
termined under section 48A may be carried
back to a taxable year ending before January
1, 2002.”.

(3) Section 280C is amended by adding at
the end the following:

‘(d) CREDIT FOR ENERGY PROPERTY EX-
PENSES.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the expenses for en-
ergy property (as defined in section 48A(c))
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 48A(a).

“(2) SIMILAR RULE WHERE TAXPAYER CAP-
ITALIZES RATHER THAN DEDUCTS EXPENSES.—
If—

‘“(A) the amount of the credit allowable for
the taxable year under section 48A (deter-
mined without regard to section 38(c)), ex-
ceeds

‘(B) the amount allowable as a deduction
for the taxable year for expenses for energy
property (determined without regard to
paragraph (1)), the amount chargeable to
capital account for the taxable year for such
expenses shall be reduced by the amount of
such excess.

‘“(3) CONTROLLED GROUPS.—Paragraph (3) of
subsection (b) shall apply for purposes of this
subsection.”.

(4) Section 29(b)(3)(A)(1)(III) is amended by
striking ‘section 48(a)(4)(C)’ and inserting
‘section 48A(e)(1)(C)’.

(5) Section 50(a)(2)(E) is amended by strik-
ing ‘section 48(a)(5)’ and inserting ‘section
48A(e)(2)’.

(6) Section 168(e)(3)(B) is amended—

(A) by striking clause (vi)(I) and inserting
the following:

(D) is described in paragraph (1) or (2) of
section 48A(d) (or would be so described if
‘solar and wind’ were substituted for ‘solar’
in paragraph (1)(B)),”, and

(B) in the last sentence by striking ‘‘sec-
tion 48(a)(3)” and inserting ‘‘section
48A(c)(2)(A).

(c) CLERICAL AMENDMENT.—The table of
sections for subpart E of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 48 and in-
serting the following:

‘“‘Sec. 48. Reforestation credit.
‘“‘Sec. 48A. Energy credit.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2001,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).
SEC. 902. ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY DEDUCTION.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by adding at the end the following:
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ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY.

‘‘(a) IN GENERAL.—There shall be allowed
as a deduction for the taxable year an
amount equal to the energy-efficient com-
mercial building property expenditures made
by a taxpayer for the taxable year.

““(b) MAXIMUM AMOUNT OF DEDUCTION.—The
amount of energy-efficient commercial
building property expenditures taken into
account under subsection (a) shall not exceed
an amount equal to the product of—

‘(1) $2.25, and

‘“(2) the square footage of the building with
respect to which the expenditures are made.

‘“(c) YEAR DEDUCTION ALLOWED.—The de-
duction under subsection (a) shall be allowed
in the taxable year in which the construc-
tion of the building is completed.

‘‘(d) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY EXPENDITURES.—For purposes
of this section—

‘(1 IN GENERAL.—The term ‘energy-effi-
cient commercial building property expendi-
tures’ means an amount paid or incurred for
energy-efficient commercial building prop-
erty installed on or in connection with new
construction or reconstruction of property—

““(A) for which depreciation is allowable
under section 167,

‘“(B) which is located in the United States,
and

‘(C) the construction or erection of which
is completed by the taxpayer.

Such property includes all residential rental
property, including low-rise multifamily
structures and single family housing prop-
erty which is not within the scope of Stand-
ard 90.1-1999 (described in paragraph (3)).

‘‘(2) LABOR COSTS INCLUDED.—Such term in-
cludes expenditures for labor costs properly
allocable to the onsite preparation, assem-
bly, or original installation of the property.

‘“(3) ENERGY EXPENDITURES EXCLUDED.—
Such term does not include any expenditures
taken into account in determining any cred-
it allowed under section 48A.

‘‘(e) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY.—For purposes of subsection
(d—

‘(1) IN GENERAL.—The term ‘energy-effi-
cient commercial building property’ means
any property which reduces total annual en-
ergy and power costs with respect to the
lighting, heating, cooling, ventilation, and
hot water supply systems of the building by
50 percent or more in comparison to a ref-
erence building which meets the require-
ments of Standard 90.1-1999 of the American
Society of Heating, Refrigerating, and Air
Conditioning Engineers and the Illuminating
Engineering Society of North America using
methods of calculation under subparagraph
(B) and certified by qualified professionals as
provided under paragraph (6).

‘“(2) METHODS OF CALCULATION.—The Sec-
retary, in consultation with the Secretary of
Energy, shall promulgate regulations which
describe in detail methods for calculating
and verifying energy and power consumption
and cost, taking into consideration the pro-
visions of the 1998 California Nonresidential
ACM Manual. These procedures shall meet
the following requirements:

““(A) In calculating tradeoffs and energy
performance, the regulations shall prescribe
the costs per unit of energy and power, such
as kilowatt hour, kilowatt, gallon of fuel oil,
and cubic foot or Btu of natural gas, which
may be dependent on time of usage.

‘(B) The calculational methodology shall
require that compliance be demonstrated for
a whole building. If some systems of the
building, such as lighting, are designed later
than other systems of the building, the
method shall provide that either—

‘‘(i) the expenses taken into account under
paragraph (1) shall not occur until the date

“SEC. 199.
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designs for all energy-using systems of the
building are completed, or

‘“(ii) the expenses taken into account under
paragraph (1) shall be a fraction of such ex-
penses based on the performance of less than
all energy-using systems in accordance with
subparagraph (C), and the energy perform-
ance of all systems and components not yet
designed shall be assumed to comply mini-
mally with the requirements of such Stand-
ard 90.1-1999.

‘(C) The expenditures in connection with
the design of subsystems in the building,
such as the envelope, the heating, ventila-
tion, air conditioning and water heating sys-
tem, and the lighting system shall be allo-
cated to the appropriate building subsystem
based on system-specific energy cost savings
targets in regulations promulgated by the
Secretary of Energy which are equivalent,
using the calculation methodology, to the
whole building requirement of 50 percent
savings.

‘(D) The calculational methods under this
paragraph need not comply fully with sec-
tion 11 of such Standard 90.1-1999.

‘““(E) The calculational methods shall be
fuel neutral, such that the same energy effi-
ciency features shall qualify a building for
the deduction under this section regardless
of whether the heating source is a gas or oil
furnace or an electric heat pump.

‘“(F) The calculational methods shall pro-
vide appropriate calculated energy savings
for design methods and technologies not oth-
erwise credited in either such Standard 90.1-
1999 or in the 1998 California Nonresidential
ACM Manual, including the following:

‘(i) Natural ventilation.

‘“(ii) Evaporative cooling.

‘“(iii) Automatic lighting controls such as
occupancy sensors, photocells, and time-
clocks.

“‘(iv) Daylighting.

‘“‘(v) Designs utilizing semi-conditioned
spaces which maintain adequate comfort
conditions without air conditioning or with-
out heating.

‘(vi) Improved fan system efficiency, in-
cluding reductions in static pressure.

“‘(vii) Advanced unloading mechanisms for
mechanical cooling, such as multiple or vari-
able speed compressors.

‘(viii) The calculational methods may
take into account the extent of commis-
sioning in the building, and allow the tax-
payer to take into account measured per-
formance which exceeds typical perform-
ance.

¢“(3) COMPUTER SOFTWARE.—

‘““(A) IN GENERAL.—Any calculation under
this subsection shall be prepared by qualified
computer software.

‘(B) QUALIFIED COMPUTER SOFTWARE.—For
purposes of this paragraph, the term ‘quali-
fied computer software’ means software—

‘(i) for which the software designer has
certified that the software meets all proce-
dures and detailed methods for calculating
energy and power consumption and costs as
required by the Secretary,

‘‘(ii) which provides such forms as required
to be filed by the Secretary in connection
with energy efficiency of property and the
deduction allowed under this section, and

‘“(iii) which provides a notice form which
summarizes the energy efficiency features of
the building and its projected annual energy
costs.

‘(4) ALLOCATION OF DEDUCTION FOR PUBLIC
PROPERTY.—In the case of energy-efficient
commercial building property installed on or
in public property, the Secretary shall pro-
mulgate a regulation to allow the allocation
of the deduction to the person primarily re-
sponsible for designing the property in lieu
of the public entity which is the owner of
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such property. Such person shall be treated
as the taxpayer for purposes of this section.

‘“(6) NOTICE TO OWNER.—The qualified indi-
vidual shall provide an explanation to the
owner of the building regarding the energy
efficiency features of the building and its
projected annual energy costs as provided in
the notice under paragraph (3)(B)(iii).

¢‘(6) CERTIFICATION.—

‘“(A) IN GENERAL.—Except as provided in
this paragraph, the Secretary, in consulta-
tion with the Secretary of Energy, shall es-
tablish requirements for certification and
compliance procedures similar to the proce-
dures under section 45H(d).

‘““(B) QUALIFIED INDIVIDUALS.—Individuals
qualified to determine compliance shall be
only those individuals who are recognized by
an organization certified by the Secretary
for such purposes.

“(C) PROFICIENCY OF QUALIFIED INDIVID-
UALS.—The Secretary shall consult with non-
profit organizations and State agencies with
expertise in energy efficiency calculations
and inspections to develop proficiency tests
and training programs to qualify individuals
to determine compliance.

‘(f) TERMINATION.—This section shall not
apply with respect to any energy-efficient
commercial building property expenditures
in connection with property—

‘(1) the plans for which are not certified
under subsection (e)(6) on or before Decem-
ber 31, 2006, and

‘“(2) the construction of which is not com-
pleted on or before December 31, 2008.”".

(b) CONFORMING AMENDMENTS.—Section
1016(a) is amended by striking ‘‘and” at the
end of paragraph (26), by striking the period
at the end of paragraph (27) and inserting *,
and”’, and by inserting the following:

‘(28) for amounts allowed as a deduction
under section 199(a).”.

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

‘“‘Sec. 199. Energy-efficient commercial build-
ing property.”’.

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

SEC. 903. CREDIT FOR ENERGY-EFFICIENT APPLI-
ANCES.

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

“SEC. 45G. ENERGY-EFFICIENT APPLIANCE CRED-
IT.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the energy-efficient appliance credit
determined under this section for the taxable
year is an amount equal to the applicable
amount determined under subsection (b)
with respect to qualified energy-efficient ap-
pliances produced by the taxpayer during the
calendar year ending with or within the tax-
able year.

‘“(b) APPLICABLE AMOUNT.—For purposes of
subsection (a), the applicable amount deter-
mined under this subsection with respect to
a taxpayer is the sum of—

‘(1) in the case of an energy-efficient
clothes washer described in subsection
(A)(2)(A) or an energy-efficient refrigerator
described in subsection (d)(3)(B)(i), an
amount equal to—

““(A) $50, multiplied by

‘(B) the number of such washers and re-
frigerators produced by the taxpayer during
such calendar year, and

‘“(2) in the case of an energy-efficient
clothes washer described in subsection
(d)(2)(B) or an energy-efficient refrigerator
described in subsection (d)(3)(B)(ii), an
amount equal to—
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““(A) $100, multiplied by

‘“(B) the number of such washers and re-
frigerators produced by the taxpayer during
such calendar year.

¢(¢) LIMITATION ON MAXIMUM CREDIT.—

‘(1) IN GENERAL.—The maximum amount of
credit allowed under subsection (a) with re-
spect to a taxpayer for all taxable years
shall be—

““‘(A) $30,000,000 with respect to the credit
determined under subsection (b)(1), and

“(B) $30,000,000 with respect to the credit
determined under subsection (b)(2).

‘(2) LIMITATION BASED ON GROSS RE-
CEIPTS.—The credit allowed under subsection
(a) with respect to a taxpayer for the taxable
year shall not exceed an amount equal to 2
percent of the average annual gross receipts
of the taxpayer for the 3 taxable years pre-
ceding the taxable year in which the credit is
determined.

‘(3) GROSS RECEIPTS.—For purposes of this
subsection, the rules of paragraphs (2) and (3)
of section 448(c) shall apply.

‘(d) QUALIFIED ENERGY-EFFICIENT APPLI-
ANCE.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified en-
ergy-efficient appliance’ means—

‘“(A) an energy-efficient clothes washer, or

‘(B) an energy-efficient refrigerator.

‘(2) ENERGY-EFFICIENT CLOTHES WASHER.—
The term ‘energy-efficient clothes washer’
means a residential clothes washer, includ-
ing a residential style coin operated washer,
which is manufactured with—

“(A) a 1.26 Modified Energy Factor (re-
ferred to in this paragraph as ‘MEF’) (as de-
termined by the Secretary of Energy), or

‘“(B) a 1.42 MEF (as determined by the Sec-
retary of Energy) (1.5 MEF for calendar
years beginning after 2004).

¢“(3) ENERGY-EFFICIENT REFRIGERATOR.—The
term ‘energy-efficient refrigerator’ means an
automatic defrost refrigerator-freezer
which—

“‘(A) has an internal volume of at least 16.5
cubic feet, and

‘(B) consumes—

(i) 10 percent less kWh per year than the
energy conservation standards promulgated
by the Department of Energy for such refrig-
erator for 2001, or

‘“(ii) 15 percent less kKWh per year than
such energy conservation standards.

‘‘(e) SPECIAL RULES.—

‘(1) IN GENERAL.—Rules similar to the
rules of subsections (c¢), (d), and (e) of section
52 shall apply for purposes of this section.

‘“(2) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52 or subsection
(m) or (o) of section 414 shall be treated as
one person for purposes of subsection (a).

‘‘(f) VERIFICATION.—The taxpayer shall sub-
mit such information or certification as the
Secretary, in consultation with the Sec-
retary of Energy, determines necessary to
claim the credit amount under subsection
(a).
‘‘(g) TERMINATION.—This section shall not
apply—

‘(1) with respect to energy-efficient refrig-
erators described in subsection (d)(3)(B)(i)
produced in calendar years beginning after
2005, and

*“(2) with respect to all other qualified en-
ergy-efficient appliances produced in cal-
endar years beginning after 2007.”".

(b) LIMITATION ON CARRYBACK.—Section
39(d) (relating to transition rules), as amend-
ed by section 901(b)(2), is amended by adding
at the end the following:

¢(13) NO CARRYBACK OF ENERGY-EFFICIENT
APPLIANCE CREDIT BEFORE 2002.—No portion
of the unused business credit for any taxable
year which is attributable to the energy-effi-
cient appliance credit determined under sec-
tion 456G may be carried to a taxable year be-
ginning before January 1, 2002.”".
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(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by section
902(b)(3), is amended by adding at the end the
following:

‘“(e) CREDIT FOR ENERGY-EFFICIENT APPLI-
ANCE EXPENSES.—No deduction shall be al-
lowed for that portion of the expenses for
qualified energy-efficient appliances (as de-
fined in section 45G(d)) 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).”’.

(@ CONFORMING  AMENDMENT.—Section
38(b), as amended by this Act, (relating to
general business credit) is amended by strik-
ing ‘“‘plus” at the end of paragraph (14), by
striking the period at the end of paragraph
(15) and inserting ‘‘, plus’’, and by adding at
the end the following:

‘(16) the energy-efficient appliance credit
determined under section 45G(a).”".

(e) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this
Act, is amended by inserting after the item
relating to section 45F the following:

‘“Sec. 45G. Energy-efficient appliance cred-
it.”.

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

Subtitle B—Residential Energy Systems
SEC. 911. CREDIT FOR CONSTRUCTION OF NEW
ENERGY-EFFICIENT HOME.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section
903(a), is amended by inserting after section
45G the following:

“SEC. 45H. NEW ENERGY-EFFICIENT HOME CRED-
IT.

‘“‘(a) IN GENERAL.—For purposes of section
38, in the case of an eligible contractor, the
credit determined under this section for the
taxable year is an amount equal to the ag-
gregate adjusted bases of all energy-efficient
property installed in a qualified new energy-
efficient home during construction of such
home.

““(b) LIMITATIONS.—

(1) MAXIMUM CREDIT.—

‘““(A) IN GENERAL.—The credit allowed by
this section with respect to a dwelling shall
not exceed—

‘(i) in the case of a dwelling described in
subsection (¢)(3)(D)(i), $1,500, and

‘“(ii) in the case of a dwelling described in
subsection (¢)(3)(D)(ii), $2,500.

‘“(B) PRIOR CREDIT AMOUNTS ON SAME
DWELLING TAKEN INTO ACCOUNT.—If a credit
was allowed under subsection (a) with re-
spect to a dwelling in 1 or more prior taxable
years, the amount of the credit otherwise al-
lowable for the taxable year with respect to
that dwelling shall not exceed the amount
under clause (i) or (ii) (as the case may be),
reduced by the sum of the credits allowed
under subsection (a) with respect to the
dwelling for all prior taxable years.

‘“(2) COORDINATION WITH REHABILITATION
AND ENERGY CREDITS.—For purposes of this
section—

‘“(A) the basis of any property referred to
in subsection (a) shall be reduced by that
portion of the basis of any property which is
attributable to qualified rehabilitation ex-
penditures (as defined in section 47(c)(2)) or
to the energy percentage of energy property
(as determined under section 48A(a)), and

‘“(B) expenditures taken into account
under either section 47 or 48A(a) shall not be
taken into account under this section.

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

(1) ELIGIBLE CONTRACTOR.—The term ‘eli-
gible contractor’ means the person who con-
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structed the new energy-efficient home, or in
the case of a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.

3280), the manufactured home producer of
such home.
‘(2) ENERGY-EFFICIENT PROPERTY.—The

term ‘energy-efficient property’ means any
energy-efficient building envelope compo-
nent, and any energy-efficient heating or
cooling equipment which can, individually or
in combination with other components, meet
the requirements of this section.

“(3) QUALIFIED NEW ENERGY-EFFICIENT
HOME.—The term ‘qualified new energy-effi-
cient home’ means a dwelling—

‘“(A) located in the United States,

‘“(B) the construction of which is substan-
tially completed after December 31, 2000,

‘“(C) the original use of which is as a prin-
cipal residence (within the meaning of sec-
tion 121) which commences with the person
who acquires such dwelling from the eligible
contractor, and

‘(D) which is certified to have a projected
level of annual heating and cooling energy
consumption, measured in terms of average
annual energy cost to the homeowner which
is at least—

‘(1) 30 percent less than the annual level of
heating and cooling energy consumption of a
reference dwelling constructed in accordance
with the standards of chapter 4 of the 2000
International Energy Conservation Code, or

‘“(ii) 50 percent less than such annual level
of heating and cooling energy consumption.

‘“(4) CONSTRUCTION.—The term ‘construc-
tion’ includes reconstruction and rehabilita-
tion.

‘“(5) ACQUIRE.—The term ‘acquire’ includes
purchase and, in the case of reconstruction
and rehabilitation, such term includes a
binding written contract for such recon-
struction or rehabilitation.

‘(6) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

‘“(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain of a dwelling when
installed in or on such dwelling, and

‘(B) exterior windows (including
lights) and doors.

“(7) MANUFACTURED HOME INCLUDED.—The
term ‘dwelling’ includes a manufactured
home conforming to Federal Manufactured
Home Construction and Safety Standards (24
C.F.R. 3280).

‘‘(d) CERTIFICATION.—

‘(1) METHOD.—A certification described in
subsection (c)(3)(D) shall be determined on
the basis of 1 of the following methods:

‘“(A) A component-based method, using the
applicable technical energy efficiency speci-
fications or ratings (including product label-
ing requirements) for the energy-efficient
building envelope component or energy-effi-
cient heating or cooling equipment. The Sec-
retary shall, in consultation with the Ad-
ministrator of the Environmental Protection
Agency, develop prescriptive component-
based packages that are equivalent in energy
performance to properties that qualify under
subparagraph (B).

‘(B) An energy performance-based method
that calculates projected energy usage and
cost reductions in the dwelling in relation to
a reference dwelling—

‘(i) heated by the same energy source and
heating system type, and

‘“(ii) constructed in accordance with the
standards of chapter 4 of the 2000 Inter-
national Energy Conservation Code.

Computer software shall be used in support
of an energy performance-based method cer-
tification under subparagraph (B). Such soft-
ware shall meet procedures and methods for
calculating energy and cost savings in regu-
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lations promulgated by the Secretary of En-
ergy. Such regulations on the specifications
for software and verification protocols shall
be based on the 1998 California Residential
Alternative Calculation Method Approval
Manual.

‘(2) PROVIDER.—Such certification shall be
provided by—

““(A) in the case of a method described in
paragraph (1)(A), a local building regulatory
authority, a utility, a manufactured home
production inspection primary inspection
agency (IPTA), or a home energy rating orga-
nization, or

‘“(B) in the case of a method described in
paragraph (1)(B), an individual recognized by
an organization designated by the Secretary
for such purposes.

¢“(3) FOorRM.—

‘“(A) IN GENERAL.—Such certification shall
be made in writing in a manner that speci-
fies in readily verifiable fashion the energy-
efficient building envelope components and
energy-efficient heating or cooling equip-
ment installed and their respective rated en-
ergy efficiency performance, and in the case
of a method described in paragraph (1)(B),
accompanied by written analysis docu-
menting the proper application of a permis-
sible energy performance calculation method
to the specific circumstances of such dwell-
ing.

‘“(B) FORM PROVIDED TO BUYER.—A form
documenting the energy-efficient building
envelope components and energy-efficient
heating or cooling equipment installed and
their rated energy efficiency performance
shall be provided to the buyer of the dwell-
ing. The form shall include labeled R-value
for insulation products, NFRC-labeled U-fac-
tor and Solar Heat Gain Coefficient for win-
dows, skylights, and doors, labeled AFUE
ratings for furnaces and boilers, labeled
HSPF ratings for electric heat pumps, and
labeled SEER ratings for air conditioners.

‘(C) RATINGS LABEL AFFIXED IN DWELL-
ING.—A permanent label documenting the
ratings in subparagraph (B) shall be affixed
to the front of the electrical distribution
panel of the dwelling, or shall be otherwise
permanently displayed in a readily inspect-
able location in the dwelling.

‘“(4) REGULATIONS.—

‘““(A) IN GENERAL.—In prescribing regula-
tions under this subsection for energy per-
formance-based certification methods, the
Secretary, after examining the requirements
for energy consultants and home energy rat-
ings providers specified by the Mortgage In-
dustry National Accreditation Procedures
for Home Energy Rating Systems, shall pre-
scribe procedures for calculating annual en-
ergy usage and cost reductions for heating
and cooling and for the reporting of the re-
sults. Such regulations shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a home to
qualify for the credit under this section re-
gardless of whether the dwelling uses a gas
or oil furnace or boiler or an electric heat
pump, and

‘‘(ii) require that any computer software
allow for the printing of the Federal tax
forms necessary for the credit under this sec-
tion and for the printing of forms for disclo-
sure to the homebuyer.

‘‘(B) PROVIDERS.—For purposes of para-
graph (2)(B), the Secretary shall establish re-
quirements for the designation of individuals
based on the requirements for energy con-
sultants and home energy raters specified by
the Mortgage Industry National Accredita-
tion Procedures for Home Energy Rating
Systems.

‘‘(e) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
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any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(f) TERMINATION.—Subsection (a) shall
apply to dwellings purchased during the pe-
riod beginning on January 1, 2001, and ending
on December 31, 2005.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to current year business credit), as
amended by section 903(d), is amended by
striking ‘‘plus” at the end of paragraph (15),
by striking the period at the end of para-
graph (16) and inserting ¢, plus”’, and by add-
ing at the end the following:

““(17) the new energy-efficient home credit
determined under section 456H.”".

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by section
903(c), is amended by adding at the end the
following:

“(fy NEW ENERGY-EFFICIENT HOME EX-
PENSES.—No deduction shall be allowed for
that portion of expenses for a new energy-ef-
ficient home otherwise allowable as a deduc-
tion for the taxable year which is equal to
the amount of the credit determined for such
taxable year under section 45H." .

(d) CREDIT ALLOWED AGAINST REGULAR AND
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

*“(3) SPECIAL RULES FOR NEW ENERGY EFFI-
CIENT HOME CREDIT.—

‘““(A) IN GENERAL.—In the case of the new
energy efficient home credit—

‘‘(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and

¢(ii) in applying paragraph (1) to the cred-
it—

““(I) subparagraphs (A) and (B) thereof shall
not apply, and

“‘(IT) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the new energy
efficient home credit).

‘(B) NEW ENERGY EFFICIENT HOME CREDIT.—
For purposes of this subsection, the term
‘new energy efficient home credit’ means the
credit allowable under subsection (a) by rea-
son of section 45H.”.

(2) CONFORMING AMENDMENT.—Subclause
(II) of section 38(c)(2)(A)(ii) is amended by in-
serting ‘‘or the new energy efficient home
credit”’ after ‘‘employment credit’’.

(e) LIMITATION ON CARRYBACK.—Subsection
(d) of section 39, as amended by section
903(b), is amended by adding at the end the
following:

‘“(14) NO CARRYBACK OF NEW ENERGY-EFFI-
CIENT HOME CREDIT BEFORE EFFECTIVE DATE.—
No portion of the unused business credit for
any taxable year which is attributable to the
credit determined under section 45H may be
carried back to any taxable year ending be-
fore January 1, 2001.”.

(f) DEDUCTION FOR CERTAIN UNUSED BUSI-
NESS CREDITS.—Subsection (c) of section 196
is amended by striking ‘‘and” at the end of
paragraph (7), by striking the period at the
end of paragraph (8) and inserting *‘, and”’,
and by adding after paragraph (8) the fol-
lowing:

‘“(9) the new energy-efficient home credit
determined under section 456H.”".

(g) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 903(d), is amended by inserting after the
item relating to section 45G the following:
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‘““‘Sec. 46H. New energy-efficient home cred-
it.”.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2000.

SEC. 912. CREDIT FOR ENERGY EFFICIENCY IM-
PROVEMENTS TO EXISTING HOMES.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
this Act, is amended by inserting after sec-
tion 25C the following new section:

“SEC. 25D. ENERGY EFFICIENCY IMPROVEMENTS
TO EXISTING HOMES.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
20 percent of the amount paid or incurred by
the taxpayer for qualified energy efficiency
improvements installed during such taxable
year.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
by this section with respect to a dwelling
shall not exceed $2,000.

¢(2) PRIOR CREDIT AMOUNTS FOR TAXPAYER
ON SAME DWELLING TAKEN INTO ACCOUNT.—If a
credit was allowed to the taxpayer under
subsection (a) with respect to a dwelling in 1
or more prior taxable years, the amount of
the credit otherwise allowable for the tax-
able year with respect to that dwelling shall
not exceed the amount of $2,000 reduced by
the sum of the credits allowed under sub-
section (a) to the taxpayer with respect to
the dwelling for all prior taxable years.

““(c) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a)
for such taxable year reduced by the sum of
the credits allowable under subpart A of part
IV of subchapter A (other than this section),
such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such tax-
able year.

“(d) QUALIFIED ENERGY EFFICIENCY IM-
PROVEMENTS.—For purposes of this section,
the term ‘qualified energy efficiency im-
provements’ means any energy efficient
building envelope component which is cer-
tified to meet or exceed the prescriptive cri-
teria for such component in the 2000 Inter-
national Energy Conservation Code, or any
combination of energy efficiency measures
which achieves at least a 30 percent reduc-
tion in heating and cooling energy usage for
the dwelling (as measured in terms of energy
cost to the taxpayer), if—

‘(1) such component or combinations of
measures is installed in or on a dwelling—

‘“(A) located in the United States, and

‘“(B) owned and used by the taxpayer as the
taxpayer’s principal residence (within the
meaning of section 121),

‘“(2) the original use of such component or
combination of measures commences with
the taxpayer, and

‘“(3) such component or combination of
measures reasonably can be expected to re-
main in use for at least 5 years.

‘“(e) CERTIFICATION.—The certification de-
scribed in subsection (d) shall be—

‘(1) in the case of any component described
in subsection (d), determined on the basis of
applicable energy efficiency ratings (includ-
ing product labeling requirements) for af-
fected building envelope components,

‘“(2) in the case of combinations of meas-
ures described in subsection (d), determined
by the performance-based methods described
in section 45H(d),

‘“(3) provided by a third party, such as a
local building regulatory authority, a util-
ity, a manufactured home production inspec-
tion primary inspection agency (IPIA), or a
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home energy rating organization, consistent
with the requirements of section 45H(d)(2),
and

‘‘(4) made in writing on forms which speci-
fy in readily inspectable fashion the energy-
efficient components and other measures and
their respective efficiency ratings, and which
shall include a permanent label affixed to
the electrical distribution panel as described
in section 45H(d)(3)(C).

*“(f) DEFINITIONS AND SPECIAL RULES.—

‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

““(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures for the qualified energy efficiency im-
provements made during such calendar year
by any of such individuals with respect to
such dwelling unit shall be determined by
treating all of such individuals as 1 taxpayer
whose taxable year is such calendar year.

‘“(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having paid his
tenant-stockholder’s proportionate share (as
defined in section 216(b)(3)) of the cost of
qualified energy efficiency improvements
made by such corporation.

¢“(3) CONDOMINIUMS.—

‘““(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which he owns, such individual
shall be treated as having paid his propor-
tionate share of the cost of qualified energy
efficiency improvements made by such asso-
ciation.

‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

‘(4) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

‘“(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain or a dwelling when
installed in or on such dwelling, and

‘“(B) exterior windows (including sky-
lights) and doors.

*(5) MANUFACTURED HOMES INCLUDED.—For
purposes of this section, the term ‘dwelling’
includes a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280).

‘“(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

“(h) TERMINATION.—Subsection (a) shall
apply to qualified energy efficiency improve-
ments installed during the period beginning
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on the date of the enactment of this section
and ending on December 31, 2005.”".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 23, as amended
by this Act, is amended by inserting ‘‘25D,”’
after <25C,”.

(2) Subparagraph (C) of section 25(e)(1), as
amended by this Act, is amended by insert-
ing *‘256D,” after ‘256C,”".

(3) Subsection (h) of seciton 904, as amend-
ed by this Act, is amended by by striking ‘‘or
25C” and inserting ‘, 25C, or 25D,

(4) Subsection (d) of section 1400C is
amended by inserting ‘‘and section 25C’’ and
inserting ¢, section 25C, and section 25D,

(4) Subsection (a) of section 1016, as amend-
ed by section 902(b), is amended by striking
“and” at the end of paragraph (27), by strik-
ing the period at the end of paragraph (28)
and inserting ‘‘; and’’, and by adding at the
end the following:

‘(29) to the extent provided in section
25D(f), in the case of amounts with respect to
which a credit has been allowed under sec-
tion 25D.”.

(5) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by this Act, is amended by insert-
ing after the item relating to section 25C the
following new item:

“Sec. 25D. Energy efficiency improvements
to existing homes.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending on or after the date of the en-
actment of this Act.

SEC. 913. CREDIT FOR RESIDENTIAL SOLAR,
WIND, AND FUEL CELL ENERGY
PROPERTY.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 912(a), is amended by inserting after
section 25D the following:

“SEC. 25E. RESIDENTIAL SOLAR, WIND, AND FUEL
CELL ENERGY PROPERTY.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
the sum of—

‘(1) 15 percent of the qualified photo-
voltaic property expenditures,

‘“(2) 15 percent of the qualified solar water
heating property expenditures,

““(3) 30 percent of the qualified wind energy
property expenditures, and

‘“(4) 20 percent for the qualified fuel cell
property expenditures,
made by the taxpayer during the taxable
year.

*“(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
under subsection (a)(2) shall not exceed $2,000
for each system of solar energy property.

‘(2) TYPE OF PROPERTY.—No expenditure
may be taken into account under this sec-
tion unless such expenditure is made by the
taxpayer for property installed on or in con-
nection with a dwelling unit which is located
in the United States and which is used as a
residence.

‘(3) SAFETY CERTIFICATIONS.—No credit
shall be allowed under this section for an
item of property unless—

‘““(A) in the case of solar water heating
property, such property is certified for per-
formance and safety by the non-profit Solar
Rating Certification Corporation or a com-
parable entity endorsed by the government
of the State in which such property is in-
stalled, and

‘(B) in the case of a photovoltaic, wind en-
ergy, or fuel cell property, such property
meets appropriate fire and electric code re-
quirements.

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion—
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‘(1) QUALIFIED SOLAR WATER HEATING PROP-
ERTY EXPENDITURE.—The term ‘qualified
solar water heating property expenditure’
means an expenditure for property which
uses solar energy to heat water for use in a
dwelling unit with respect to which a major-
ity of the energy is derived from the sun.

““(2) QUALIFIED PHOTOVOLTAIC PROPERTY EX-
PENDITURE.—The term ‘qualified photo-
voltaic property expenditure’ means an ex-
penditure for property which uses solar en-
ergy to generate electricity for use in a
dwelling unit.

‘“(3) SOLAR PANELS.—No expenditure relat-
ing to a solar panel or other property in-
stalled as a roof (or portion thereof) shall
fail to be treated as property described in
paragraph (1) or (2) solely because it con-
stitutes a structural component of the struc-
ture on which it is installed.

‘‘(4) QUALIFIED WIND ENERGY PROPERTY EX-
PENDITURE.—The term ‘qualified wind energy
property expenditure’ means an expenditure
for property which uses wind energy to gen-
erate electricity for use in a dwelling unit.

“(5) QUALIFIED FUEL CELL PROPERTY EX-
PENDITURE.—The term ‘qualified fuel cell
property expenditure’ means an expenditure
for property which uses an electrochemical
fuel cell system to generate electricity for
use in a dwelling unit.

‘“(6) LABOR cOSTs.—Expenditures for labor
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of
the property described in paragraph (1), (2),
(4), or (5) and for piping or wiring to inter-
connect such property to the dwelling unit
shall be taken into account for purposes of
this section.

‘(7T ENERGY STORAGE MEDIUM.—Expendi-
tures which are properly allocable to a swim-
ming pool, hot tub, or any other energy stor-
age medium which has a function other than
the function of such storage shall not be
taken into account for purposes of this sec-
tion.

‘(d) SPECIAL RULES.—For purposes of this
section—

(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

‘“(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures (as the case may be) made during such
calendar year by any of such individuals
with respect to such dwelling unit shall be
determined by treating all of such individ-
uals as 1 taxpayer whose taxable year is such
calendar year.

‘“(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢“(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having made
his tenant-stockholder’s proportionate share
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation.

¢“(3) CONDOMINIUMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which such individual owns,
such individual shall be treated as having
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made his proportionate share of any expendi-
tures of such association.

“(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

¢“(4) JOINT OWNERSHIP OF ITEMS OF SOLAR OR
WIND ENERGY PROPERTY.—

‘““(A) IN GENERAL.—ANy expenditure other-
wise qualifying as an expenditure described
in paragraph (1), (2), or (4) of subsection (c)
shall not be treated as failing to so qualify
merely because such expenditure was made
with respect to 2 or more dwelling units.

‘(B) LIMITS APPLIED SEPARATELY.—In the
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made
for each dwelling unit.

() ALLOCATION IN CERTAIN CASES.—If less
than 80 percent of the use of an item is for
nonbusiness residential purposes, only that
portion of the expenditures for such item
which is properly allocable to use for non-
business residential purposes shall be taken
into account. For purposes of this paragraph,
use for a swimming pool shall be treated as
use which is not for residential purposes.

‘(6) WHEN EXPENDITURE MADE; AMOUNT OF
EXPENDITURE.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made
when the original installation of the item is
completed.

‘(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in
connection with the construction or recon-
struction of a structure, such expenditure
shall be treated as made when the original
use of the constructed or reconstructed
structure by the taxpayer begins.

“(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof.

“(T) REDUCTION OF CREDIT FOR GRANTS, TAX-
EXEMPT BONDS, AND SUBSIDIZED ENERGY FI-
NANCING.—The rules of section 29(b)(3) shall
apply for purposes of this section.

‘‘(e) BASIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

“(f) TERMINATION.—The credit allowed
under this section shall not apply to taxable
years beginning after December 31, 2011.”".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (a) of section 1016, as amend-
ed by section 912(b)(4), is amended by strik-
ing ‘“‘and” at the end of paragraph (28), by
striking the period at the end of paragraph
(29) and inserting ‘‘; and”’, and by adding at
the end the following:

‘(30) to the extent provided in section
25E(e), in the case of amounts with respect
to which a credit has been allowed under sec-
tion 25E.”.

(2) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by section 912(b)(2), is amended by
inserting after the item relating to section
25D the following:

‘“‘Sec. 25E. Residential solar, wind, and fuel
cell energy property.”.

(¢) EFFECTIVE DATE.—The amendments

made by this section shall apply to expendi-
tures made after the date of the enactment
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of this Act, in taxable years ending after
such date.
Subtitle C—Electricity Facilities and
Production
SEC. 921. INCENTIVE FOR DISTRIBUTED GENERA-
TION.

(a) DEPRECIATION OF DISTRIBUTED POWER
PROPERTY.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 168(e)(3) (relating to T-year property) is
amended by redesignating clause (ii) as
clause (iii) and by inserting after clause (i)
the following:

¢(ii) any distributed power property, and”.

(2) 10-YEAR CLASS LIFE.—The table con-
tained in section 168(g)(3)(B) is amended by
inserting after the item relating to subpara-
graph (C)(1) the following:

“(O)(d1) 107,

(b) DISTRIBUTED POWER PROPERTY.—Sec-
tion 168(i) is amended by adding at the end
the following:

‘“(15) DISTRIBUTED POWER PROPERTY.—The
term ‘distributed power property’ means
property—

‘““(A) which is used in the generation of
electricity for primary use—

‘(i) in nonresidential real or residential
rental property used in the taxpayer’s trade
or business, or

‘“(ii) in the taxpayer’s industrial manufac-
turing process or plant activity, with a rated
total capacity in excess of 500 kilowatts,

‘(B) which also may produce usable ther-
mal energy or mechanical power for use in a
heating or cooling application, as long as at
least 40 percent of the total useful energy
produced consists of—

‘(i) with respect to assets described in sub-
paragraph (A)({), electrical power (whether
sold or used by the taxpayer), or

‘“(ii) with respect to assets described in
subparagraph (A)(1), electrical power
(whether sold or used by the taxpayer) and
thermal or mechanical energy used in the
taxpayer’s industrial manufacturing process
or plant activity,

‘(C) which is not used to transport pri-
mary fuel to the generating facility or to
distribute energy within or outside of the fa-
cility,

‘(D) which is not operated with diesel fuel,
and

‘““(E) where it is reasonably expected that
not more than 50 percent of the produced
electricity will be sold to, or used by, unre-
lated persons.

For purposes of subparagraph (B), energy
output is determined on the basis of expected
annual output levels, measured in British
thermal units (Btu), using standard conver-
sion factors established by the Secretary.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act.

SEC. 922. MODIFICATIONS TO CREDIT FOR ELEC-
TRICITY PRODUCED FROM RENEW-
ABLE AND WASTE PRODUCTS.

(a) INCREASE IN CREDIT RATE.—

(1) IN GENERAL.—Section 45(a)(1) is amend-
ed by striking ‘1.5 cents’ and inserting ‘1.8
cents’’.

(2) CONFORMING AMENDMENTS.—

(A) Section 45(b)(2) is amended by striking
““1.5 cent’” and inserting ‘1.8 cent’’.

(B) Section 45(d)(2)(B) is amended by in-
serting ‘‘(calendar year 2001 in the case of
the 1.8 cent amount in subsection (a))” after
€1992”.

(b) EXPANSION OF QUALIFIED RESOURCES.—

(1) IN GENERAL.—Section 45(c)(1) (relating
to qualified energy resources) is amended by
striking ‘“‘and” at the end of subparagraph
(B), by striking the period at the end of sub-
paragraph (C) and inserting ‘‘, and”’, and by
adding at the end the following:
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‘(D) alternative resources.”.

(2) DEFINITION OF ALTERNATIVE RE-
SOURCES.—Section 45(c) (relating to defini-
tions) is amended—

(A) by redesignating paragraph (3) as para-
graph (5),

(B) by redesignating paragraph (4) as para-
graph (3), and

(C) by inserting after paragraph (3), as re-
designated by subparagraph (B), the fol-
lowing:

‘“(4) ALTERNATIVE RESOURCES.—

‘“(A) IN GENERAL.—The term ‘alternative
resources’ means—

‘(i) solar,

‘“(ii) biomass (other than closed loop bio-
mass),

¢‘(iii) municipal solid waste,

‘“(iv) incremental hydropower,

‘‘(v) geothermal,

‘Y(vi) landfill gas, and

‘‘(vii) steel cogeneration.

‘(B) BiIoMASS.—The term ‘biomass’ means
any solid, nonhazardous, cellulosic waste
material or any organic carbohydrate mat-
ter, which is segregated from other waste
materials, and which is derived from—

‘(i) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber,

‘(i) waste pallets, crates, dunnage, un-
treated wood waste from construction or
manufacturing activities, and landscape or
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste or
post-consumer wastepaper, or

‘“(iii) any of the following agriculture
sources: orchard tree crops, vineyard, grain,
legumes, sugar, and other crop by-products
or residues, including any packaging and
other materials which are nontoxic and bio-
degradable and are associated with the proc-
essing, feeding, selling, transporting, and
disposal of such agricultural materials.

“(C) MUNICIPAL SOLID WASTE.—The term
‘municipal solid waste’ has the same mean-
ing given the term ‘solid waste’ under sec-
tion 2(27) of the Solid Waste Utilization Act
(42 U.S.C. 6903).

‘(D) INCREMENTAL HYDROPOWER.—The term
‘incremental hydropower’ means additional
generating capacity achieved from—

‘(i) increased efficiency, or

‘“(ii) additions of new capacity,
at a licensed mnon-Federal hydroelectric
project originally placed in service before
the date of the enactment of this paragraph.

‘(E) GEOTHERMAL.—The term ‘geothermal’
means energy derived from a geothermal de-
posit (within the meaning of section
613(e)(2)), but only, in the case of electricity
generated by geothermal power, up to (but
not including) the electrical transmission
stage.

“(F) LANDFILL GAS.—The term ‘landfill gas’
means gas generated from the decomposition
of any household solid waste, commercial
solid waste, and industrial solid waste dis-
posed of in a municipal solid waste landfill
unit (as such terms are defined in regula-
tions promulgated under subtitle D of the
Solid Waste Disposal Act (42 U.S.C. 6941 et
seq.).

“(G) STEEL COGENERATION.—The term ‘steel
cogeneration’ means the production of elec-
tricity and steam (or other form of thermal
energy) from any or all waste sources defined
in paragraphs (2) and (3) and subparagraphs
(B) and (C) of this paragraph within an oper-
ating facility which produces or integrates
the production of coke, direct reduced iron
ore, iron, or steel provided that the cogen-
eration meets any regulatory energy-effi-
ciency standards established by the Sec-
retary, and only to the extent that such en-
ergy is produced from—
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‘(i) gases or heat generated from the pro-
duction of metallurgical coke,

‘‘(ii) gases or heat generated from the pro-
duction of direct reduced iron ore or iron,
from blast furnace or direct ironmaking
processes, or

‘“(iii) gases or heat generated from the
manufacture of steel.””.

(3) QUALIFIED FACILITY.—Section 45(c)(5)
(defining qualified facility), as redesignated
by paragraph 2(A), is amended by adding at
the end the following:

‘(D) ALTERNATIVE RESOURCES FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clauses (ii), (iii), and (iv), in the case of a fa-
cility using alternative resources to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this subparagraph.

‘“(ii) BIOMASS FACILITY.—In the case of a fa-
cility using biomass described in paragraph
(4)(A)(ii) to produce electricity, the term
‘qualified facility’ means any facility of the
taxpayer.

¢(iii) GEOTHERMAL FACILITY.—In the case of
a facility using geothermal to produce elec-
tricity, the term ‘qualified facility’ means
any facility of the taxpayer which is origi-
nally placed in service after December 31,
1992.

“(iv) STEEL COGENERATION FACILITIES.—In
the case of a facility using steel cogenera-
tion to produce electricity, the term ‘quali-
fied facility’ means any facility permitted to
operate under the environmental require-
ments of the Clean Air Act Amendments of
1990 which is owned by the taxpayer and
originally placed in service after the date of
the enactment of this subparagraph. Such a
facility may be treated as originally placed
in service when such facility was last up-
graded to increase efficiency or generation
capability after such date.

‘(v) SPECIAL RULES.—In the case of a quali-
fied facility described in this subparagraph,
the 10-year period referred to in subsection
(a) shall be treated as beginning no earlier
than the date of the enactment of this sub-
paragraph.”.

(4) GOVERNMENT-OWNED FACILITY.—Section
45(d)(6) (relating to credit eligibility in the
case of government-owned facilities using
poultry waste) is amended—

(A) by inserting ‘‘or alternative resources’
after ‘‘poultry waste’’, and

(B) by inserting ‘‘OR ALTERNATIVE RE-
SOURCES’’ after ‘POULTRY WASTE’ in the
heading thereof.

() QUALIFIED FACILITIES WITH CO-PRODUC-
TION.—Section 45(b) (relating to limitations
and adjustments) is amended by adding at
the end the following:

‘“(4) INCREASED CREDIT FOR CO-PRODUCTION
FACILITIES.—

“‘(A) IN GENERAL.—In the case of a qualified
facility described in subsection (¢)(3)(D)(i)
which has a co-production facility or a quali-
fied facility described in subparagraph (A),
(B), or (C) of subsection (c)(3) which adds a
co-production facility after the date of the
enactment of this paragraph, the amount in
effect under subsection (a)(1) for an eligible
taxable year of a taxpayer shall (after ad-
justment under paragraph (2) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.

“(B) CO-PRODUCTION FACILITY.—For pur-
poses of subparagraph (A), the term ‘co-pro-
duction facility’ means a facility which—

‘‘(i) enables a qualified facility to produce
heat, mechanical power, chemicals, liquid
fuels, or minerals from qualified energy re-
sources in addition to electricity, and

‘‘(ii) produces such energy on a continuous
basis.

“(C) ELIGIBLE TAXABLE YEAR.—For pur-
poses of subparagraph (A), the term ‘eligible
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taxable year’ means any taxable year in
which the amount of gross receipts attrib-
utable to the co-production facility of a
qualified facility are at least 10 percent of
the amount of gross receipts attributable to
electricity produced by such facility.”.

(6) QUALIFIED FACILITIES LOCATED WITHIN
QUALIFIED INDIAN LANDS.—Section 45(b) (re-
lating to limitations and adjustments), as
amended by paragraph (5), is amended by
adding at the end the following:

¢“(b) INCREASED CREDIT FOR QUALIFIED FA-
CILITY LOCATED WITHIN QUALIFIED INDIAN
LAND.—In the case of a qualified facility de-
scribed in subsection (¢)(3)(D) which—

““(A) is located within—

‘(i) qualified Indian lands (as defined in
section 7871(c)(3)), or

‘‘(ii) lands which are held in trust by a Na-
tive Corporation (as defined in section 3(m)
of the Alaska Native Claims Settlement Act
(43 U.S.C. 1602(m)) for Alaska Natives, and

‘“(B) is operated with the explicit written
approval of the Indian tribal government or
Native Corporation (as so defined) having ju-
risdiction over such lands,

the amount in effect under subsection (a)(1)
for a taxable year shall (after adjustment
under paragraphs (2) and (4) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.”’.

(7) ELECTRICITY PRODUCED FROM CERTAIN
RESOURCES CO-FIRED IN COAL PLANTS.—Sec-
tion 45(d) (relating to definitions and special
rules) is amended by adding at the end the
following:

‘“(8) SPECIAL RULE FOR ELECTRICITY PRO-
DUCED FROM CERTAIN RESOURCES CO-FIRED IN
COAL PLANTS.—In the case of electricity pro-
duced from biomass (including closed loop
biomass), municipal solid waste, or animal
waste, co-fired in a facility which produces
electricity from coal—

““(A) subsection (a)(1) shall be applied by
substituting ‘1 cent’ for ‘1.8 cents’,

‘(B) such facility shall be considered a
qualified facility for purposes of this section,
and

‘(C) the 10-year period referred to in sub-
section (a) shall be treated as beginning no
earlier than the date of the enactment of
this paragraph.”.

(8) CONFORMING AMENDMENTS.—

(A) The heading for section 45 is amended
by inserting ‘‘AND WASTE ENERGY” after
“RENEWABLE”’.

(B) The item relating to section 45 in the
table of sections subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing “‘and waste energy’’ after ‘‘renewable’’.

(c) ADDITIONAL MODIFICATIONS OF RENEW-
ABLE AND WASTE ENERGY RESOURCE CREDIT.—

(1) CREDITS FOR CERTAIN TAX EXEMPT ORGA-
NIZATIONS AND GOVERNMENTAL UNITS.—Sec-
tion 45(d) (relating to definitions and special
rules), as amended by subsection (b)(7), is
amended by adding at the end the following:

‘“(9) CREDITS FOR CERTAIN TAX EXEMPT OR-
GANIZATIONS AND GOVERNMENTAL UNITS.—

““(A) ALLOWANCE OF CREDIT.—Any credit
which would be allowable under subsection
(a) with respect to a qualified facility of an
entity if such entity were not exempt from
tax under this chapter shall be treated as a
credit allowable under subpart C to such en-
tity if such entity is—

‘(i) an organization described in section
501(c)(12)(C) and exempt from tax under sec-
tion 501(a),

‘“(ii) an organization described in section
1381(a)(2)(C), or

‘“(iii) any State or political subdivision
thereof, any possession of the United States,
any Indian tribal government (within the
meaning of section 7871), or any agency or
instrumentality of any of the foregoing.

‘“(B) USE OF CREDIT.—
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‘(i) TRANSFER OF CREDIT.—An entity de-
scribed in subparagraph (A) may assign,
trade, sell, or otherwise transfer any credit
allowable to such entity under subparagraph
(A) to any taxpayer.

‘“(ii) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of an entity described in clause (i)
or (ii) of subparagraph (A), any credit allow-
able to such entity under subparagraph (A)
may be applied by such entity, without pen-
alty, as a prepayment of any loan, debt, or
other obligation the entity has incurred
under subchapter I of chapter 31 of title 7 of
the Rural Electrification Act of 1936 (7 U.S.C.
901 et seq.).

‘(C) CREDIT NOT INCOME.—Neither a trans-
fer under clause (i) or a use under clause (ii)
of subparagraph (B) of any credit allowable
under subparagraph (A) shall result in in-
come for purposes of section 501(c)(12).

(D) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by an entity described
in subparagraph (A)(iii) from the transfer of
any credit under subparagraph (B)(i) shall be
treated as arising from an essential govern-
ment function.

“(E) CREDITS NOT REDUCED BY TAX-EXEMPT
BONDS OR CERTAIN OTHER SUBSIDIES.—Sub-
section (b)(3) shall not apply to reduce any
credit allowable under subparagraph (A) with
respect to—

‘“(i) proceeds described in subparagraph
(A)(ii) of such subsection, or

‘(i) any loan, debt, or other obligation in-
curred under subchapter I of chapter 31 of
title 7 of the Rural Electrification Act of 1936
(7 U.S.C. 901 et seq.),
used to provide financing for any qualified
facility.

‘“(F) TREATMENT OF UNRELATED PERSONS.—
For purposes of this paragraph, sales among
and between entities described in subpara-
graph (A) shall be treated as sales between
unrelated parties.”.

(2) COORDINATION WITH OTHER CREDITS.—
Section 45(d), as amended by paragraph (1), is
amended by adding at the end the following:

““(10) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any qualified
facility with respect to which a credit under
any other section is allowed for the taxable
yvear unless the taxpayer elects to waive the
application of such credit to such facility.”.

(3) EXPANSION TO INCLUDE ANIMAL WASTE.—
Section 45 (relating to electricity produced
from certain renewable resources), as amend-
ed by paragraphs (2) and (4) of subsection (b),
is amended—

(A) by striking ‘“‘poultry’ each place it ap-
pears in subsection (¢)(1)(C) and subsection
(d)(6) and inserting ‘‘animal’’,

(B) by striking “POULTRY” in the heading
of paragraph (6) of subsection (d) and insert-
ing ‘‘ANIMAL’’,

(C) by striking paragraph (3) of subsection
(c) and inserting the following:

‘“(3) ANIMAL WASTE.—The term ‘animal
waste’ means poultry manure and litter and
other animal wastes, including—

‘““(A) wood shavings, straw, rice hulls, and
other bedding material for the disposition of
manure, and

‘“(B) byproducts, packaging, and other ma-
terials which are nontoxic and biodegradable
and are associated with the processing, feed-
ing, selling, transporting, and disposal of
such animal wastes.””, and

(D) by striking subparagraph (C) of sub-
section (c¢)(b) and inserting the following:

¢“(C) ANIMAL WASTE FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), in the case of a facility using ani-
mal waste (other than poultry) to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
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originally placed in service after the date of
the enactment of this clause.

‘‘(ii) POULTRY WASTE.—In the case of a fa-
cility using animal waste relating to poultry
to produce electricity, the term ‘qualified fa-
cility’ means any facility of the taxpayer
which is originally placed in service after
December 31, 1999.”’.

(4) TREATMENT OF QUALIFIED FACILITIES NOT
IN COMPLIANCE WITH POLLUTION LAWS.—Sec-
tion 45(c)(b) (relating to qualified facilities),
as amended by paragraphs (2) and (3) of sub-
section (b), is amended by adding at the end
the following:

‘“(E) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of this paragraph, a fa-
cility which is not in compliance with the
applicable State and Federal pollution pre-
vention, control, and permit requirements
for any period of time shall not be considered
to be a qualified facility during such pe-
riod.”.

(5) PERMANENT EXTENSION OF QUALIFIED FA-
CILITY DATES.—Section 45(c)(5) (relating to
qualified facility), as redesignated by sub-
section (b)(2), is amended by striking ‘¢, and
before January 1, 2002’ in subparagraphs (A)
and (B).

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity and other energy produced after the
date of the enactment of this Act.

SEC. 923. TREATMENT OF FACILITIES USING BA-
GASSE TO PRODUCE ENERGY AS
SOLID WASTE DISPOSAL FACILITIES
ELIGIBLE FOR TAX-EXEMPT FINANC-
ING.

(a) IN GENERAL.—Section 142 (relating to
exempt facility bond) is amended by adding
at the end the following:

(k) SOLID WASTE DISPOSAL FACILITIES.—
For purposes of subsection (a)(6), the term
‘solid waste disposal facilities’ includes prop-
erty located in Hawaii and used for the col-
lection, storage, treatment, utilization,
processing, or final disposal of bagasse in the
manufacture of ethanol.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to bonds
issued after the date of the enactment of this
Act.

SEC. 924. PROPERTY USED IN THE TRANS-
MISSION OF ELECTRICITY AND NAT-
URAL GAS PIPELINES TREATED AS 7-
YEAR PROPERTY.

(a) DEPRECIATION OF PROPERTY USED IN THE
TRANSMISSION OF ELECTRICITY AND NATURAL
GAS PIPELINES.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 168(e)(3) (relating to 7-year property), as
amended by section 921(a)(1), is amended by
striking ‘“‘and” at the end of clause (ii), by
redesignating clause (iii) as clause (v), and
by inserting after clause (ii) the following:

‘(iii) any property used in the trans-
mission of electricity,

‘(iv) any gas pipeline, and’’.

(2) 10-YEAR CLASS LIFE.—The table con-
tained in section 168(g)(3)(B), as amended by
section 921(a)(2), is amended by inserting

after the item relating to subparagraph
(C)(ii) the following:

CLOIEIL) weevneeneii e 107,
“O)(3Ev) 10”.

(b) DEFINITIONS.—Section 168(i), as amend-
ed by section 921(b), is amended by adding at
the end the following:

¢“(16) PROPERTY USED IN THE TRANSMISSION
OF ELECTRICITY.—The term ‘property used in
the transmission of electricity’ means prop-
erty used in the transmission of electricity
for sale.

‘“(17) GAS PIPELINE.—The term ‘gas pipe-
line’ means the pipe, storage facilities,
equipment, distribution infrastructure, and
appurtenances used to deliver natural gas.”.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to property placed in
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service after the date of the enactment of
this Act.

(2) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—If any gas pipeline is public util-
ity property (as defined in section 46(f)(5) of
the Internal Revenue Code of 1986, as in ef-
fect on the day before the date of the enact-
ment of the Revenue Reconciliation Act of
1990), the amendments made by this section
shall only apply to such property if, with re-
spect to such property, the taxpayer uses a
normalization method of accounting.

Subtitle D—Tax Incentives for Ethanol Use

SEC. 931. ALLOCATION OF ALCOHOL FUELS
CREDIT TO PATRONS OF A COOPER-
ATIVE.

(a) IN GENERAL.—Section 40(d) (relating to
alcohol used as fuel) is amended by adding at
the end the following:

“(6) ALLOCATION OF SMALL ETHANOL PRO-
DUCER CREDIT TO PATRONS OF COOPERATIVE.—

‘“(A) IN GENERAL.—In the case of a coopera-
tive organization described in section 1381(a),
any portion of the credit determined under
subsection (a)(3) for the taxable year may, at
the election of the organization made on a
timely filed return (including extensions) for
such year, be apportioned pro rata among pa-
trons of the organization on the basis of the
quantity or value of business done with or
for such patrons for the taxable year. Such
an election, once made, shall be irrevocable
for such taxable year.

‘(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—The amount of the credit appor-
tioned to patrons pursuant to subparagraph
(A)—

‘(i) shall not be included in the amount de-
termined under subsection (a) for the taxable
year of the organization, and

¢‘(ii) shall be included in the amount deter-
mined under subsection (a) for the taxable
year of each patron in which the patronage
dividend for the taxable year referred to in
subparagraph (A) is includible in gross in-
come.

¢(C) SPECIAL RULE FOR DECREASING CREDIT
FOR TAXABLE YEAR.—If the amount of the
credit of a cooperative organization deter-
mined under subsection (a)(3) for a taxable
year is less than the amount of such credit
shown on the cooperative organization’s re-
turn for such year, an amount equal to the
excess of such reduction over the amount not
apportioned to the patrons under subpara-
graph (A) for the taxable year shall be treat-
ed as an increase in tax imposed by this
chapter on the organization. Any such in-
crease shall not be treated as tax imposed by
this chapter for purposes of determining the
amount of any credit under this subpart or
subpart A, B, E, or G of this part.”.

(b) TECHNICAL AMENDMENT.—Section 1388
(relating to definitions and special rules for
cooperative organizations) is amended by
adding at the end the following:

‘‘(k) CROSs REFERENCE.—For provisions re-
lating to the apportionment of the alcohol
fuels credit between cooperative organiza-
tions and their patrons, see section 40(d)(6).”.

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

SEC. 932. ADDITIONAL TAX INCENTIVES FOR ETH-
ANOL USE.

(a) DIESEL FUEL MIXED WITH ALCOHOL
TREATED SAME AS GASOLINE.—

(1) QUALIFIED ALCOHOL MIXTURE.—Section
4081(c)(3)(B) (defining qualified alcohol mix-
ture) is amended to read as follows:

‘“(B) QUALIFIED ALCOHOL MIXTURE.—The
term ‘qualified alcohol mixture’ means any
mixture of gasoline or diesel fuel with alco-
hol if at least 5.7 percent of such mixture is
alcohol.”.

(2) ALCOHOL MIXTURE RATES.—
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(A) IN GENERAL.—Section 4081(c)(4)(A) (re-
lating to alcohol mixture rates for gasoline
mixtures) is amended—

(i) by striking ‘“which contains gasoline”’
in clauses (i) and (ii), and

(ii) by striking ‘10 percent gasohol’’, ‘7.7
percent gasohol’”, and ‘‘5.7 percent gasohol”
each place such terms appear in clauses (i)
and (ii), and inserting ‘‘a 10 percent mix-
ture”, ‘““a 7.7 percent mixture’”, and ‘“‘a 5.7
percent mixture’’, respectively.

(B) DEFINITIONS.—Section 4081(c)(4) is
amended by striking subparagraphs (B), (C),
and (D) and inserting:

“(B) 10 PERCENT MIXTURE.—The term ‘10
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 10 per-
cent of such mixture is alcohol.

“(C) 7.7 PERCENT MIXTURE.—The term ‘7.7
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 7.7 per-
cent of such mixture is alcohol.

‘(D) 5.7 PERCENT MIXTURE.—The term ‘5.7
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 5.7 per-
cent of such mixture is alcohol.”

(C) CONFORMING AMENDMENTS.—

(i) The heading for section 4081(c)(4) is
amended by striking ‘‘GASOLINE”’ and insert-
ing ‘“‘ALCOHOL’.

(ii) Section 4081(c) is amended by striking
paragraph (5) and by redesignating para-
graphs (6), (7), and (8) as paragraphs (5), (6),
and (7), respectively.

(b) DEFINITION OF ALCOHOL.—Section
4081(c)(3)(A) (defining alcohol) is amended by
striking ‘‘and ethanol’’ and inserting ‘‘, eth-
anol, or other alcohol,”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 2001.

Subtitle E—Incentives for Early Commercial
Applications of Advanced Clean Coal Tech-
nologies

SEC. 941. CREDIT FOR INVESTMENT IN QUALI-

FYING ADVANCED CLEAN COAL
TECHNOLOGY.

(a) ALLOWANCE OF QUALIFYING ADVANCED
CLEAN COAL TECHNOLOGY FACILITY CREDIT.—
Section 46 (relating to amount of credit) is
amended by striking ‘“‘and” at the end of
paragraph (2), by striking the period at the
end of paragraph (3) and inserting ‘, and’’,
and by adding at the end the following:

‘“(4) the qualifying advanced clean coal
technology facility credit.”.

(b) AMOUNT OF QUALIFYING ADVANCED
CLEAN COAL TECHNOLOGY FACILITY CREDIT.—
Subpart E of part IV of subchapter A of chap-
ter 1 (relating to rules for computing invest-
ment credit), as amended by section 901(a), is
amended by inserting after section 48A the
following:

“SEC. 48B. QUALIFYING ADVANCED CLEAN COAL

TECHNOLOGY FACILITY CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
46, the qualifying advanced clean coal tech-
nology facility credit for any taxable year is
an amount equal to 10 percent of the quali-
fied investment in a qualifying advanced
clean coal technology facility for such tax-
able year.

“(b) QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY FACILITY.—

‘(1) IN GENERAL.—For purposes of sub-
section (a), the term ‘qualifying advanced
clean coal technology facility’ means a facil-
ity of the taxpayer which—

“(A)(d)T) replaces a conventional tech-
nology facility of the taxpayer and the origi-
nal use of which commences with the tax-
payer, or

‘“(IT) is a retrofitted or repowered conven-
tional technology facility, the retrofitting or
repowering of which is completed by the tax-
payer (but only with respect to that portion
of the basis which is properly attributable to
such retrofitting or repowering), or
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‘(ii) is acquired through purchase (as de-
fined by section 179(d)(2)),

‘(B) is depreciable under section 167,

“(C) has a useful life of not less than 4
years,

‘(D) is located in the United States, and

‘“(E) uses qualifying advanced clean coal
technology.

‘(2) SPECIAL RULE FOR SALE-LEASEBACKS.—
For purposes of subparagraph (A) of para-
graph (1), in the case of a facility which—

‘““(A) is originally placed in service by a
person, and

‘(B) is sold and leased back by such per-
son, or is leased to such person, within 3
months after the date such facility was
originally placed in service, for a period of
not less than 12 years,

such facility shall be treated as originally
placed in service not earlier than the date on
which such property is used under the lease-
back (or lease) referred to in subparagraph
(B). The preceding sentence shall not apply
to any property if the lessee and lessor of
such property make an election under this
sentence. Such an election, once made, may
be revoked only with the consent of the Sec-

retary.

‘“(3) QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY.—For purposes of paragraph
O—

‘‘(A) IN GENERAL.—The term ‘qualifying ad-
vanced clean coal technology’ means, with
respect to clean coal technology, multiple
applications, with a combined capacity of
not more than 5,000 megawatts, of integrated
gasification combined cycle technology, with
or without fuel or chemical co-production—

‘(i) installed as a new, retrofit, or
repowering application,

‘‘(ii) operated between 2001 and 2015,

‘‘(iii) with a design net heat rate of not
more than 8,550 Btu per kilowatt hour when
the design coal has a heat content of more
than 8,000 Btu per pound, or a design net
heat rate of not more than 9,900 Btu per kilo-
watt hour when the design coal has a heat
content of 8,000 Btu per pound or less, and

‘(iv) with a net thermal efficiency on any
fuel or chemical co-production of not less
than 39 percent (higher heating value).

‘(B) EXCEPTIONS.—Such term shall not in-
clude clean coal technology projects receiv-
ing or scheduled to receive funding under the
Clean Coal Technology Program of the De-
partment of Energy.

‘(C) CLEAN COAL TECHNOLOGY.—The term
‘clean coal technology’ means advanced
technology which uses coal to produce 75
percent or more of its thermal output as
electricity and which exceeds the perform-
ance of conventional technology.

(D) CONVENTIONAL  TECHNOLOGY.—The
term ‘conventional technology’ means—

‘(i) coal-fired combustion technology with
a design net heat rate of not less than 9,500
Btu per kilowatt hour (HHV) and a carbon
equivalents emission rate of not more than
0.54 pounds of carbon per kilowatt hour when
the design coal has a heat content of more
than 8,000 Btu per pound,

‘‘(ii) coal-fired combustion technology
with a design net heat rate of not less than
10,500 Btu per kilowatt hour (HHV) and a car-
bon equivalents emission rate of not more
than 0.60 pounds of carbon per kilowatt hour
when the design coal has a heat content of
8,000 Btu per pound or less, or

‘“(iii) natural gas-fired combustion tech-
nology with a design net heat rate of not less
than 7,500 Btu per kilowatt hour (HHV) and
a carbon equivalents emission rate of not
more than 0.24 pounds of carbon per kilowatt
hour.

‘““(E) DESIGN NET HEAT RATE.—The design
net heat rate shall be based on the design an-
nual heat input to and the design annual net
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electrical output from the qualifying ad-
vanced clean coal technology (determined
without regard to such technology’s co-gen-
eration of steam).

‘“(F) SELECTION CRITERIA.—Selection cri-
teria for clean coal technology facilities—

‘(i) shall be established by the Secretary
of Energy as part of a competitive solicita-
tion,

‘“(ii) shall include primary criteria of min-
imum design net heat rate, maximum design
thermal efficiency, and lowest cost to the
government, and

‘‘(iii) shall include supplemental criteria as
determined appropriate by the Secretary of
Energy.

‘(4) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of this subsection, a fa-
cility which is not in compliance with the
applicable State and Federal pollution pre-
vention, control, and permit requirements
for any period of time shall not be considered
to be a qualifying advanced clean coal tech-
nology facility during such period.

“(c) QUALIFIED INVESTMENT.—For purposes
of subsection (a), the term ‘qualified invest-
ment’ means, with respect to any taxable
year, the basis of a qualifying advanced
clean coal technology facility placed in serv-
ice by the taxpayer during such taxable year.

“(d) QUALIFIED PROGRESS EXPENDITURES.—

‘(1) INCREASE IN QUALIFIED INVESTMENT.—
In the case of a taxpayer who has made an
election under paragraph (5), the amount of
the qualified investment of such taxpayer for
the taxable year (determined under sub-
section (c¢) without regard to this section)
shall be increased by an amount equal to the
aggregate of each qualified progress expendi-
ture for the taxable year with respect to
progress expenditure property.

‘(2) PROGRESS EXPENDITURE PROPERTY DE-
FINED.—For purposes of this subsection, the
term ‘progress expenditure property’ means
any property being constructed by or for the
taxpayer and which it is reasonable to be-
lieve will qualify as a qualifying advanced
clean coal technology facility which is being
constructed by or for the taxpayer when it is
placed in service.

¢“(3) QUALIFIED PROGRESS EXPENDITURES DE-
FINED.—For purposes of this subsection—

““(A) SELF-CONSTRUCTED PROPERTY.—In the
case of any self-constructed property, the
term ‘qualified progress expenditures’ means
the amount which, for purposes of this sub-
part, is properly chargeable (during such tax-
able year) to capital account with respect to
such property.

‘(B) NONSELF-CONSTRUCTED PROPERTY.—In
the case of nonself-constructed property, the
term ‘qualified progress expenditures’ means
the amount paid during the taxable year to
another person for the construction of such
property.

‘‘(4) OTHER DEFINITIONS.—For purposes of
this subsection—

“(A) SELF-CONSTRUCTED PROPERTY.—The
term ‘self-constructed property’ means prop-
erty for which it is reasonable to believe
that more than half of the construction ex-
penditures will be made directly by the tax-

payer.
‘“(B) NONSELF-CONSTRUCTED PROPERTY.—
The term ‘nonself-constructed property’

means property which is not self-constructed
property.

‘(C) CONSTRUCTION, ETC.—The term ‘con-
struction’ includes reconstruction and erec-
tion, and the term ‘constructed’ includes re-
constructed and erected.

(D) ONLY CONSTRUCTION OF QUALIFYING AD-
VANCED CLEAN COAL TECHNOLOGY FACILITY TO
BE TAKEN INTO ACCOUNT.—Construction shall
be taken into account only if, for purposes of
this subpart, expenditures therefor are prop-
erly chargeable to capital account with re-
spect to the property.
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‘“(5) ELECTION.—An election under this sub-
section may be made at such time and in
such manner as the Secretary may by regu-
lations prescribe. Such an election shall
apply to the taxable year for which made and
to all subsequent taxable years. Such an
election, once made, may not be revoked ex-
cept with the consent of the Secretary.

‘‘(e) CREDITS FOR CERTAIN TAX EXEMPT OR-
GANIZATIONS AND GOVERNMENTAL UNITS.—

‘(1) ALLOWANCE OF CREDIT.—Any credit
which would be allowable under subsection
(a) with respect to a qualifying advanced
clean coal technology facility of an entity if
such entity were not exempt from tax under
this chapter shall be treated as a credit al-
lowable under subpart C to such entity if
such entity is—

‘“(A) an organization described in section
501(c)(12)(C) and exempt from tax under sec-
tion 501(a),

‘(B) an organization described in section
1381(a)(2)(C),

‘(C) any State or political subdivision
thereof, any possession of the United States,
any Indian tribal government (within the
meaning of section 7871), or any agency or
instrumentality of any of the foregoing, or

‘(D) the Tennessee Valley Authority.

‘“(2) USE OF CREDIT.—

““(A) TRANSFER OF CREDIT.—An entity de-
scribed in subparagraph (A), (B), or (C) of
paragraph (1) may assign, trade, sell, or oth-
erwise transfer any credit allowable to such
entity under paragraph (1) to any taxpayer.

‘(B) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of an entity described in subpara-
graph (A) or (B) of paragraph (1), any credit
allowable to such entity under paragraph (1)
may be applied by such entity, without pen-
alty, as a prepayment of any loan, debt, or
other obligation the entity has incurred
under subchapter I of chapter 31 of title 7 of
the Rural Electrification Act of 1936 (7 U.S.C.
901 et seq.).

¢“(C) USE BY TVA.—

‘(i) IN GENERAL.—Notwithstanding any
other provision of law, in the case of an enti-
ty described in paragraph (1)(D), any credit
allowable under paragraph (1) to such entity
may be applied as a credit against the pay-
ments required to be made in any fiscal year
under section 15d(e) of the Tennessee Valley
Authority Act of 1933 (16 U.S.C. 831n-4(e)) as
an annual return on the appropriations in-
vestment and an annual repayment sum.

‘(i) TREATMENT OF CREDITS.—The aggre-
gate amount of credits described in para-
graph (1) shall be treated in the same man-
ner and to the same extent as if such credits
were a payment in cash and shall be applied
first against the annual return on the appro-
priations investment.

‘‘(iii) CREDIT CARRYOVER.—With respect to
any fiscal year, if the aggregate amount of
credits described in paragraph (1) exceeds the
aggregate amount of payment obligations
described in clause (i), the excess amount
shall remain available for application as
credits against the amounts of such payment
obligations in succeeding fiscal years in the
same manner as described in this subpara-
graph.

‘“(3) CREDIT NOT INCOME.—Neither a trans-
fer under subparagraph (A) or a use under
subparagraph (B) of paragraph (2) of any
credit allowable under paragraph (1) shall re-
sult in income for purposes of section
501(c)(12).

‘‘(4) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by an entity described
in paragraph (1)(C) from the transfer of any
credit under paragraph (2)(A) shall be treated
as arising from an essential government
function.
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““(f) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any property
with respect to which the rehabilitation
credit under section 47 or the energy credit
under section 48A is allowed unless the tax-
payer elects to waive the application of such
credit to such property.

‘(g) TERMINATION.—This section shall not
apply with respect to any qualified invest-
ment made more than 10 years after the ef-
fective date of this section.”.

(c) RECAPTURE.—Section 50(a) (relating to
other special rules) is amended by adding at
the end the following:

‘“(6) SPECIAL RULES RELATING TO QUALI-
FYING ADVANCED CLEAN COAL TECHNOLOGY FA-
CILITY.—For purposes of applying this sub-
section in the case of any credit allowable by
reason of section 48B, the following shall
apply:

‘‘(A) GENERAL RULE.—In lieu of the amount
of the increase in tax under paragraph (1),
the increase in tax shall be an amount equal
to the investment tax credit allowed under
section 38 for all prior taxable years with re-
spect to a qualifying advanced clean coal
technology facility (as defined by section
48B(b)(1)) multiplied by a fraction whose nu-
merator is the number of years remaining to
fully depreciate under this title the quali-
fying advanced clean coal technology facil-
ity disposed of, and whose denominator is
the total number of years over which such
facility would otherwise have been subject to
depreciation. For purposes of the preceding
sentence, the year of disposition of the quali-
fying advanced clean coal technology facil-
ity property shall be treated as a year of re-
maining depreciation.

‘“(B) PROPERTY CEASES TO QUALIFY FOR
PROGRESS EXPENDITURES.—Rules similar to
the rules of paragraph (2) shall apply in the
case of qualified progress expenditures for a
qualifying advanced clean coal technology
facility under section 48B, except that the
amount of the increase in tax under subpara-
graph (A) of this paragraph shall be sub-
stituted in lieu of the amount described in
such paragraph (2).

“(C) APPLICATION OF PARAGRAPH.—This
paragraph shall be applied separately with
respect to the credit allowed under section 38
regarding a qualifying advanced clean coal
technology facility.”.

(d) TRANSITIONAL RULE.—Section 39(d) of
the Internal Revenue Code of 1986 (relating
to transitional rules), as amended by section
911(e), is amended by adding at the end the
following:

‘“(156) NO CARRYBACK OF SECTION 48B CREDIT
BEFORE EFFECTIVE DATE.—No portion of the
unused business credit for any taxable year
which is attributable to the qualifying ad-
vanced clean coal technology facility credit
determined under section 48B may be carried
back to a taxable year ending before January
1, 2002.”.

(e) TECHNICAL AMENDMENTS.—

(1) Section 49(a)(1)(C) is amended by strik-
ing ‘“‘and” at the end of clause (ii), by strik-
ing the period at the end of clause (iii) and
inserting ‘‘, and”’, and by adding at the end
the following:

‘‘(iv) the portion of the basis of any quali-
fying advanced clean coal technology facil-
ity attributable to any qualified investment
(as defined by section 48B(c)).”.

(2) Section 50(a)(4) is amended by striking
“and (2)” and inserting ‘“(2), and (6)”".

(3) Section 50(c) is amended by adding at
the end the following:

‘“(6) NONAPPLICATION.—Paragraphs (1) and
(2) shall not apply to any advanced clean
coal technology facility credit under section
48B.”.

(4) The table of sections for subpart E of
part IV of subchapter A of chapter 1, as
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amended by section 901(c), is amended by in-
serting after the item relating to section 48A
the following:

‘“Sec. 48B. Qualifying advanced clean coal
technology facility credit.”.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to periods
after December 31, 2001, under rules similar
to the rules of section 48(m) of the Internal
Revenue Code of 1986 (as in effect on the day
before the date of the enactment of the Rev-
enue Reconciliation Act of 1990).

SEC. 942. CREDIT FOR PRODUCTION FROM
QUALIFYING ADVANCED CLEAN
COAL TECHNOLOGY.

(a) CREDIT FOR PRODUCTION FROM QUALI-
FYING ADVANCED CLEAN COAL TECHNOLOGY.—
Subpart D of part IV of subchapter A of
chapter 1 of the Internal Revenue Code of
1986 (relating to business related credits), as
amended by section 911(a), is amended by
adding at the end the following:

“SEC. 45I. CREDIT FOR PRODUCTION FROM
QUALIFYING ADVANCED CLEAN
COAL TECHNOLOGY.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the qualifying advanced clean coal
technology production credit of any tax-
payer for any taxable year is equal to—

‘(1) the applicable amount of advanced
clean coal technology production credit,
multiplied by

“(2) the sum of—

“‘(A) the kilowatt hours of electricity, plus
“(B) each 3,413 Btu of fuels or chemicals,
produced by the taxpayer during such tax-
able year at a qualifying advanced clean coal
technology facility during the 10-year period
beginning on the date the facility was origi-

nally placed in service.

““(b) APPLICABLE AMOUNT.—For purposes of
this section, the applicable amount of ad-
vanced clean coal technology production
credit with respect to production from a
qualifying advanced clean coal technology
facility shall be determined as follows:

‘(1) Where the design coal has a heat con-
tent of more than 8,000 Btu per pound:

“(A) In the case of a facility originally
placed in service before 2008, if—

The applicable amount is:
“The facility design net heat rate,
Btu/kWh (HHV) is equal to:

For 1st 5 years
of such service

For 2d 5 years
of such service

Not more than 8,400 ................ $.0050 $.0030

More than 8,400 but not more $.0010 $.0010
than 8,550.

More than 8,550 but not more $.0005 $.0005.
than 8,750.

‘“(B) In the case of a facility originally
placed in service after 2007 and before 2012,
if—

The applicable amount is:
“The facility design net heat rate,
Btu/kWh (HHV) is equal to:

For 1st 5 years
of such service

For 2d 5 years
of such service

Not more than 7,770 ... $.0090 $.0075

More than 7,770 but not more $.0070 $.0050
than 8,125.

More than 8,125 but not more $.0060 $.0040.
than 8,350.

‘“(C) In the case of a facility originally
placed in service after 2011 and before 2015,
if—

The applicable amount is:

“The facility design net heat rate,
Btu/kWh (HHV) is equal to: For 1st 5 years

of such service

$.0120
$.0095

For 2d 5 years
of such service

$.0090
$.0070.

Not more than 7,380 .................
More than 7,380 but not more
than 7,720.
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‘“(2) Where the design coal has a heat con-
tent of not more than 8,000 Btu per pound:

‘“(A) In the case of a facility originally
placed in service before 2008, if—

The applicable amount is:
“The facility design net heat rate,
Btu/kWh (HHV) is equal to:

For Ist 5 years
of such service

For 2d 5 years
of such service

Not more than 8,500 ................. $.0050 $.0030

More than 8,500 but not more $.0010 $.0010
than 8,650.

More than 8,650 but not more $.0005 $.0005.
than 8,750.

‘(B) In the case of a facility originally
placed in service after 2007 and before 2012,
if—

The applicable amount is:
“The facility design net heat rate,
Btu/kWh (HHV) is equal to:

For 1st 5 years
of such service

For 2d 5 years
of such service

Not more than 8,000 .............. $.0090 $.0075

More than 8,000 but not more $.0070 $.0050
than 8,250.

More than 8,250 but not more $.0060 $.0040.
than 8,400.

‘(C) In the case of a facility originally
placed in service after 2011 and before 2015,
if—

The applicable amount is:
“The facility design net heat rate,
Btu/kWh (HHV) is equal to:

For 1st 5 years
of such service

For 2d 5 years
of such service

Not more than 7,800
More than 7,800 but not more
than 7,950.

$.0120
$.0095

$.0090
$.0070.

““(3) Where the clean coal technology facil-
ity is producing fuel or chemicals:

‘“(A) In the case of a facility originally
placed in service before 2008, if—

The applicable amount is:

“The facility design net thermal effi-
ciency (HHV) is equal to: For Ist 5 years

of such service

For 2d 5 years
of such service

Not less than 40.6 percent ........ $.0050 $.0030

Less than 40.6 but not less $.0010 $.0010
than 40 percent.

Less than 40 but not less than $.0005 $.0005.

39 percent.

‘(B) In the case of a facility originally
placed in service after 2007 and before 2012,
if—

The applicable amount is:

“The facility design net thermal effi-
ciency (HHV) is equal to: For Ist 5 years

of such service

For 2d 5 years
of such service

Not less than 43.9 percent ........ $.0090 $.0075

Less than 43.9 but not less $.0070 $.0050
than 42 percent.

Less than 42 but not less than $.0060 $.0040.

40.9 percent.

‘(C) In the case of a facility originally
placed in service after 2011 and before 2015,
if—

The applicable amount is:

“The facility design net thermal effi-
ciency (HHV) is equal to: For Ist 5 years

of such service

For 2d 5 years
of such service

$.0120
$.0095

$.0090
$.0070.

Not less than 44.2 percent ........
Less than 44.2 but not less
than 43.6 percent.

““(c) INFLATION ADJUSTMENT FACTOR.—For
calendar years after 2001, each amount in
paragraphs (1), (2), and (3) shall be adjusted
by multiplying such amount by the inflation
adjustment factor for the calendar year in
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which the amount is applied. If any amount

as increased under the preceding sentence is

not a multiple of 0.01 cent, such amount
shall be rounded to the nearest multiple of

0.01 cent.

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

‘(1) IN GENERAL.—Any term used in this
section which is also used in section 48B
shall have the meaning given such term in
section 48B.

‘“(2) APPLICABLE RULES.—The rules of para-
graphs (3), (4), and (5) of section 45(d) and
section 48B(e) shall apply.

¢(3) INFLATION ADJUSTMENT FACTOR.—The
term ‘inflation adjustment factor’ means,
with respect to a calendar year, a fraction
the numerator of which is the GDP implicit
price deflator for the preceding calendar
year and the denominator of which is the
GDP implicit price deflator for the calendar
year 2000.

‘(4) GDP IMPLICIT PRICE DEFLATOR.—The
term ‘GDP implicit price deflator’ means the
most recent revision of the implicit price
deflator for the gross domestic product as
computed by the Department of Commerce
before March 15 of the calendar year.”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b), as amended by section 911(b),
is amended by striking ‘‘plus’’ at the end of
paragraph (16), by striking the period at the
end of paragraph (17) and inserting ‘‘, plus”’,
and by adding at the end the following:

‘(18) the qualifying advanced clean coal
technology production credit determined
under section 45I(a).”.

(¢) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules), as amended by
section 941(d), is amended by adding at the
end the following:

‘“(16) NO CARRYBACK OF SECTION 451 CREDIT
BEFORE EFFECTIVE DATE.—No portion of the
unused business credit for any taxable year
which is attributable to the qualifying ad-
vanced clean coal technology production
credit determined under section 45I may be
carried back to a taxable year ending before
the date of the enactment of section 45I.”.

(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 911(g), is amended by adding at the end
the following:

““Sec. 4561. Credit for production from quali-
fying advanced clean coal tech-
nology.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to produc-
tion after the date of the enactment of this
Act.

SEC. 943. RISK POOL FOR QUALIFYING AD-

VANCED CLEAN COAL TECHNOLOGY.

(a) ESTABLISHMENT.—The Secretary of the
Treasury shall establish a financial risk pool
which shall be available to any United
States owner of a qualifying advanced clean
coal technology which has qualified for an
advanced clean coal technology production
credit (as defined in section 451 of the Inter-
nal Revenue Code of 1986, as added by section
942) to offset for the first 3 years of the oper-
ation of such technology the costs (not to ex-
ceed 5 percent of the total cost of installa-
tion) for modifications resulting from the
technology’s failure to achieve its design
performance.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated such
sums as are necessary to carry out the pur-
poses of this section.

Subtitle F—Tax Incentives for Qualified

Energy Management Devices
SEC. 951. CREDIT FOR QUALIFIED ENERGY MAN-
AGEMENT DEVICES.

(a) IN GENERAL.—Subpart B of part IV of

subchapter A of chapter 1 (relating to foreign
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tax credits, etc.) is amended by inserting

after section 30A the following new section:

“SEC. 30B. CREDIT FOR QUALIFIED ENERGY MAN-
AGEMENT DEVICES.

‘‘(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 20 percent of the cost of any
qualified energy management device placed
in service by the taxpayer during the taxable
year.

“(b) QUALIFIED ENERGY MANAGEMENT DE-
VICE.—For purposes of this section, the term
‘qualified energy management device’ means
equipment, systems, software, and related
devices which have as a purpose allowing
electric energy and natural gas consumers,
suppliers, and service providers to manage
the purchase, sale, and use of electricity and
natural gas in response to energy price and
usage signals, in order to improve the effi-
ciency of energy and energy facility utiliza-
tion.

‘‘(c) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion or other credit shall be allowed under
this chapter for any expenditure 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 sections 27, 29, and 30,
over

‘(B) the tentative minimum tax for the
taxable year.

‘“(3) BASIS REDUCTION.—The basis of any
property for which a credit is allowable
under subsection (a) shall be reduced by the
amount of such credit.

‘“(4) RECAPTURE.—The Secretary shall, by
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection
(a) with respect to any property that ceases
to be property eligible for such credit.

“(6) PROPERTY USED OUTSIDE THE UNITED
STATES, ETC., NOT QUALIFIED.—No credit shall
be allowed under subsection (a) with respect
to any property referred to in section 50(b)(1)
or with respect to the portion of the cost of
any property taken into account under sec-
tion 179.

‘“(6) ELECTION TO NOT TAKE CREDIT.—No
credit shall be allowed under subsection (a)
for any energy management device if the
taxpayer elects to not have this section
apply to such device.”.

(b) CONFORMING AMENDMENTS.—

(1) The table of contents for subpart B of
part IV of subchapter A of chapter 1 is
amended by inserting after the item relating
to section 30A the following new item:

“Sec. 30B. Credit for qualified energy
management devices.”’.

(2) Section 1016(a), as amended by this
title, is amended by striking ‘‘and” at the
end of paragraph (29), by striking the period
at the end of paragraph (30) and inserting ‘¢,
and’’, and by adding at the end the following
new paragraph:

‘“(81) to the extent provided in section
30B(c)(1).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of enact-
ment.

SEC. 952. 3-YEAR APPLICABLE RECOVERY PE-
RIOD FOR DEPRECIATION OF EN-
ERGY MANAGEMENT EQUIPMENT.

(a) IN GENERAL.—Section 168(e)(3)(A) (re-
lating to classification of property) is
amended by striking ‘“‘and’” at the end of
clause (ii), by striking the period at the end
of clause (iii) and inserting ‘¢, and’’, and by
adding at the end the following new clause:
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‘“(iv) any qualified energy management
equipment.”’.

(b) DEFINITION OF QUALIFIED ENERGY MAN-
AGEMENT EQUIPMENT.—Section 168(i) (relat-
ing to definitions and special rules), as
amended by this title, is amended by insert-
ing at the end the following new subsection:

‘(18) QUALIFIED ENERGY MANAGEMENT
EQUIPMENT.—The term ‘qualified energy
management equipment’ means monitoring
devices and meters, related communications
equipment or systems, and associated equip-
ment and devices, designed to improve the
efficiency of energy and energy facility utili-
zation, including equipment which—

‘“(A) allows interactive communication re-
lating to energy usage and cost between en-
ergy consumers, suppliers, and service pro-
viders,

‘“(B) allows energy consumers, suppliers,
and service providers to respond to energy
price signals in order to manage the pur-
chase and use of energy, or

‘(C) allows for similar synchronized de-
mand-side energy management.’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after date of enactment.

Subtitle G—Other Provisions
SEC. 961. ALTERNATIVE MOTOR VEHICLE CRED-
IT.

(a) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 (relating to foreign
tax credit, etc.), as amended by section 951,
is amended by adding at the end the fol-
lowing:

“SEC. 30C. ALTERNATIVE MOTOR VEHICLE CRED-
IT.

‘‘(a) ALLOWANCE OF CREDIT.—There shall be
allowed as a credit against the tax imposed
by this chapter for the taxable year an
amount equal to the sum of—

‘(1) the new qualified fuel cell motor vehi-
cle credit determined under subsection (b),

‘“(2) the new qualified hybrid motor vehicle
credit determined under subsection (c), and

‘“(3) the new qualified alternative fuel
motor vehicle credit determined under sub-
section (d).

“(b) NEW QUALIFIED FUEL CELL MOTOR VE-
HICLE CREDIT.—

‘(1) IN GENERAL.—For purposes of sub-
section (a), the new qualified fuel cell motor
vehicle credit determined under this sub-
section with respect to a new qualified fuel
cell motor vehicle placed in service by the
taxpayer during the taxable year is—

““(A) $4,000, if such vehicle has a gross vehi-
cle weight rating of not more than 8,500
pounds,

‘(B) $10,000, if such vehicle has a gross ve-
hicle weight rating of more than 8,500 pounds
but not more than 14,000 pounds,

“(C) $20,000, if such vehicle has a gross ve-
hicle weight rating of more than 14,000
pounds but not more than 26,000 pounds, and

‘(D) $40,000, if such vehicle has a gross ve-
hicle weight rating of more than 26,000
pounds.

¢‘(2) INCREASE FOR FUEL EFFICIENCY.—

‘“(A) IN GENERAL.—The amount determined
under paragraph (1)(A) with respect to a new
qualified fuel cell motor vehicle which is a
passenger automobile or light truck shall be
increased by—

““(1) $1,000, if such vehicle achieves at least
150 percent but less than 175 percent of the
2000 model year city fuel economy,

‘“(ii) $1,500, if such vehicle achieves at least
175 percent but less than 200 percent of the
2000 model year city fuel economy,

‘“(iii) $2,000, if such vehicle achieves at
least 200 percent but less than 225 percent of
the 2000 model year city fuel economy,

““(iv) $2,500, if such vehicle achieves at
least 225 percent but less than 250 percent of
the 2000 model year city fuel economy,

May 21, 2001

“(v) $3,000, if such vehicle achieves at least
250 percent but less than 275 percent of the
2000 model year city fuel economy,

“(vi) $3,500, if such vehicle achieves at
least 275 percent but less than 300 percent of
the 2000 model year city fuel economy, and

“‘(vii) $4,000, if such vehicle achieves at
least 300 percent of the 2000 model year city
fuel economy.

““(B) 2000 MODEL YEAR CITY FUEL ECONOMY.—
For purposes of subparagraph (A), the 2000
model year city fuel economy with respect to
a vehicle shall be determined in accordance
with the following tables:

‘(i) In the case of a passenger automobile:

“If vehicle inertia The 0000 model year
weight class is: city fuel economy
is:

1,500 or 1,750 1bS c.uevvriininiiiieians 43.7T mpg
2,000 1bs ... 38.3mpg
2,250 1bs .. 34.1 mpg
2,500 1bs .. 30.7 mpg
2,750 1bs .. 27.9 mpg
3,000 1bs .. 25.6 mpg
3,500 1bs .. 22.0 mpg
4,000 1bs 19.3 mpg
4,500 1bs 17.2 mpg
5,000 1bs .. 15.5 mpg
5,500 1bs .. 14.1 mpg
6,000 1bs .. 12.9 mpg
6,500 1bs .......... ... 11.9 mpg
7,000 or 8,500 1bS ....oevuriiiniiininnnen. 11.1 mpg.

‘‘(ii) In the case of a light truck:

“If vehicle inertia The 0000 model year
weight class is:

1,500 or 1,750 1DS ..cevvvvvneiineennennnes
2,000 1bs
2,250 1bs ..
2,500 1bs ..
2,750 1bs
3,000 1bs
3,500 1bs ..
4,000 1bs ..
4,500 1bs ..
5,000 1bs ..
5,500 1bs ..
6,000 1bs ..
6,500 1bs
7,000 or 8,500 1bs .

‘(C) VEHICLE INERTIA WEIGHT CLASS.—For
purposes of subparagraph (B), the term ‘vehi-
cle inertia weight class’ has the same mean-
ing as when defined in regulations prescribed
by the Administrator of the Environmental
Protection Agency for purposes of the ad-
ministration of title II of the Clean Air Act
(42 U.S.C. 7521 et seq.).

*(3) NEW QUALIFIED FUEL CELL MOTOR VEHI-
CLE.—For purposes of this subsection, the
term ‘new qualified fuel cell motor vehicle’
means a motor vehicle—

‘“‘(A) which is propelled by power derived
from one or more cells which convert chem-
ical energy directly into electricity by com-
bining oxygen with hydrogen fuel which is
stored on board the vehicle in any form and
may or may not require reformation prior to
use,

‘“(B) which, in the case of a passenger auto-
mobile or light truck—

‘(i) for 2002 and later model vehicles, has
received a certificate of conformity under
the Clean Air Act and meets or exceeds the
equivalent qualifying California low emis-
sion vehicle standard under section 243(e)(2)
of the Clean Air Act for that make and
model year, and

‘‘(ii) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds the Bin 5 Tier II emission
level established in regulations prescribed by
the Administrator of the Environmental
Protection Agency under section 202(i) of the
Clean Air Act for that make and model year
vehicle,

“(C) the original use of which commences
with the taxpayer,
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‘(D) which is acquired for use or lease by
the taxpayer and not for resale, and

‘(E) which is made by a manufacturer.

“(c) NEW QUALIFIED HYBRID MOTOR VEHICLE
CREDIT.—

‘(1) IN GENERAL.—For purposes of sub-
section (a), the new qualified hybrid motor
vehicle credit determined under this sub-
section with respect to a new qualified hy-
brid motor vehicle placed in service by the
taxpayer during the taxable year is the cred-
it amount determined under paragraph (2).

¢“(2) CREDIT AMOUNT.—

‘“‘(A) IN GENERAL.—The credit amount de-
termined under this paragraph shall be de-
termined in accordance with the following
tables:

‘(i) In the case of a new qualified hybrid
motor vehicle which is a passenger auto-
mobile or light truck and which provides the
following percentage of the maximum avail-
able power:

“If percentage of the The credit amount is:
maximum available

power is:

At least 5 percent but less than 10  $250
percent.

At least 10 percent but less than 20  $500
percent.

At least 20 percent but less than 30 $750
percent.

At least 30 percent .........coeeiiiiniininnn $1,000.

‘(i) In the case of a new qualified hybrid
motor vehicle which is a heavy duty hybrid
motor vehicle and which provides the fol-
lowing percentage of the maximum available
power:

““(I) If such vehicle has a gross vehicle
weight rating of not more than 14,000 pounds:
“If percentage of the The credit amount is:

maximum available

power is:

At least 20 percent but less than 30 $1,500

percent.

At least 30 percent but less than 40 $1,750

percent.

At least 40 percent but less than 50 $2,000

percent.

At least 50 percent but less than 60 $2,250

percent.

At least 60 percent $2,500.

“(IT1) If such vehicle has a gross vehicle
weight rating of more than 14,000 but not
more than 26,000 pounds:

“If percentage of the The credit amount is:
maximum available

power is:

At least 20 percent but less than 30 $4,000
percent.

At least 30 percent but less than 40 $4,500
percent.

At least 40 percent but less than 50 $5,000
percent.

At least 50 percent but less than 60 $5,500
percent.

At least 60 percent .........cc..ceeevvnnennns $6,000.

“(ITII) If such vehicle has a gross vehicle
weight rating of more than 26,000 pounds:
“If percentage of the The credit amount is:
maximum available

power is:

At least 20 percent but less than 30 $6,000
percent.

At least 30 percent but less than 40 $7,000
percent.

At least 40 percent but less than 50 $8,000
percent.

At least 50 percent but less than 60 $9,000
percent.

At least 60 percent .........coceveviniininnn. $10,000.

‘(B) INCREASE FOR FUEL EFFICIENCY.—

‘(i) AMOUNT.—The amount determined
under subparagraph (A)(i) with respect to a
passenger automobile or light truck shall be
increased by—

“(I) $500, if such vehicle achieves at least
125 percent but less than 150 percent of the
2000 model year city fuel economy,
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“(IT) $1,000, if such vehicle achieves at least
150 percent but less than 175 percent of the
2000 model year city fuel economy,

‘“(IIT) $1,500, if such vehicle achieves at
least 175 percent but less than 200 percent of
the 2000 model year city fuel economy,

“(IV) $2,000, if such vehicle achieves at
least 200 percent but less than 225 percent of
the 2000 model year city fuel economy,

(V) $2,500, if such vehicle achieves at least
225 percent but less than 250 percent of the
2000 model year city fuel economy, and

‘(VI) $3,000, if such vehicle achieves at
least 250 percent of the 2000 model year city
fuel economy.

¢‘(ii) 2000 MODEL YEAR CITY FUEL ECONOMY.—
For purposes of clause (i), the 2000 model
year city fuel economy with respect to a ve-
hicle shall be determined using the tables
provided in subsection (b)(2)(B) with respect
to such vehicle.

‘“(C) INCREASE FOR ACCELERATED EMISSIONS
PERFORMANCE.—The amount determined
under subparagraph (A)(ii) with respect to an
applicable heavy duty hybrid motor vehicle
shall be increased by the increase credit
amount determined in accordance with the
following tables:

‘(i) In the case of a vehicle which has a
gross vehicle weight rating of not more than
14,000 pounds:

““If the model year is: The increase credit
amount is:

‘“(ii) In the case of a vehicle which has a
gross vehicle weight rating of more than
14,000 pounds but not more than 26,000
pounds:

““If the model year is: The increase credit
amount is:

‘(iii) In the case of a vehicle which has a
gross vehicle weight rating of more than
26,000 pounds:

“If the model year is: The increase credit
amount is:
.................................................. $14,000
... $12,000
... $10,000
.. $8,000
................................................ $6,000.

‘(D) DEFINITIONS.—

‘(i) APPLICABLE HEAVY DUTY HYBRID MOTOR
VEHICLE.—For purposes of subparagraph (C),
the term ‘applicable heavy duty hybrid
motor vehicle’ means a heavy duty hybrid
motor vehicle which is powered by an inter-
nal combustion or heat engine which is cer-
tified as meeting the emission standards set
in the regulations prescribed by the Admin-
istrator of the Environmental Protection
Agency for 2007 and later model year diesel
heavy duty engines or 2008 and later model
year ottocycle heavy duty engines, as appli-
cable.

“‘(ii) HEAVY DUTY HYBRID MOTOR VEHICLE.—
For purposes of this paragraph, the term
‘heavy duty hybrid motor vehicle’ means a
new qualified hybrid motor vehicle which
has a gross vehicle weight rating of more
than 10,000 pounds and draws propulsion en-
ergy from both of the following onboard
sources of stored energy:

‘“(I) An internal combustion or heat engine
using consumable fuel which, for 2002 and
later model vehicles, has received a certifi-
cate of conformity under the Clean Air Act
and meets or exceeds a level of not greater
than 3.0 grams per brake horsepower-hour of
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oxides of nitrogen and 0.01 per brake horse-
power-hour of particulate matter.

‘“(II) A rechargeable energy storage sys-
tem.

¢(iii) MAXIMUM AVAILABLE POWER.—

“(I) PASSENGER AUTOMOBILE OR LIGHT
TRUCK.—For purposes of subparagraph (A)@{),
the term ‘maximum available power’ means
the maximum power available from the bat-
tery or other electrical storage device, dur-
ing a standard 10 second pulse power test, di-
vided by the sum of the battery or other
electrical storage device and the SAE net
power of the heat engine.

‘(IT) HEAVY DUTY HYBRID MOTOR VEHICLE.—
For purposes of subparagraph (A)(ii), the
term ‘maximum available power’ means the
maximum power available from the battery
or other electrical storage device, during a
standard 10 second pulse power test, divided
by the vehicle’s total traction power. The
term ‘total traction power’ means the sum of
the electric motor peak power and the heat
engine peak power of the vehicle, except that
if the electric motor is the sole means by
which the vehicle can be driven, the total
traction power is the peak electric motor
power.

“(3) NEW QUALIFIED HYBRID MOTOR VEHI-
CLE.—For purposes of this subsection, the
term ‘new qualified hybrid motor vehicle’
means a motor vehicle—

‘““(A) which draws propulsion energy from
onboard sources of stored energy which are
both—

‘(i) an internal combustion or heat engine
using combustible fuel, and

‘‘(ii) a rechargeable energy storage system,

‘(B) which, in the case of a passenger auto-
mobile or light truck—

‘(i) for 2002 and later model vehicles, has
received a certificate of conformity under
the Clean Air Act and meets or exceeds the
equivalent qualifying California low emis-
sion vehicle standard under section 243(e)(2)
of the Clean Air Act for that make and
model year, and

‘‘(ii) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds the Bin 5 Tier II emission
level established in regulations prescribed by
the Administrator of the Environmental
Protection Agency under section 202(i) of the
Clean Air Act for that make and model year
vehicle,

‘(C) the original use of which commences
with the taxpayer,

‘(D) which is acquired for use or lease by
the taxpayer and not for resale, and

‘“(E) which is made by a manufacturer.

‘(d) NEW QUALIFIED ALTERNATIVE FUEL
MOTOR VEHICLE CREDIT.—

‘(1) ALLOWANCE OF CREDIT.—Except as pro-
vided in paragraph (5), the credit determined
under this subsection is an amount equal to
the applicable percentage of the incremental
cost of any new qualified alternative fuel
motor vehicle placed in service by the tax-
payer during the taxable year.

‘(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1), the applicable per-
centage with respect to any new qualified al-
ternative fuel motor vehicle is—

““(A) 50 percent, plus

“(B) 30 percent, if such vehicle—

‘(i) has received a certificate of con-
formity under the Clean Air Act and meets
or exceeds the most stringent standard avail-
able for certification under the Clean Air Act
for that make and model year vehicle (other
than a zero emission standard), or

‘“(ii) has received an order from an applica-
ble State certifying the vehicle for sale or
lease in California and meets or exceeds the
most stringent standard available for certifi-
cation under the State laws of California (en-
acted in accordance with a waiver granted
under section 209(b) of the Clean Air Act) for
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that make and model year vehicle (other
than a zero emission standard).

‘(3) INCREMENTAL COST.—For purposes of
this subsection, the incremental cost of any
new qualified alternative fuel motor vehicle
is equal to the amount of the excess of the
manufacturer’s suggested retail price for
such vehicle over such price for a gasoline or
diesel fuel motor vehicle of the same model,
to the extent such amount does not exceed—

““(A) $5,000, if such vehicle has a gross vehi-
cle weight rating of not more than 8,500
pounds,

‘(B) $10,000, if such vehicle has a gross ve-
hicle weight rating of more than 8,500 pounds
but not more than 14,000 pounds,

““(C) $25,000, if such vehicle has a gross ve-
hicle weight rating of more than 14,000
pounds but not more than 26,000 pounds, and

‘(D) $40,000, if such vehicle has a gross ve-
hicle weight rating of more than 26,000
pounds.

‘“(4) QUALIFIED ALTERNATIVE FUEL MOTOR
VEHICLE DEFINED.—For purposes of this sub-
section—

‘“‘(A) IN GENERAL.—The term ‘qualified al-
ternative fuel motor vehicle’ means any
motor vehicle—

‘(i) which is only capable of operating on
an alternative fuel,

‘“(ii) the original use of which commences
with the taxpayer,

‘“(iii) which is acquired by the taxpayer for
use or lease, but not for resale, and

‘(iv) which is made by a manufacturer.

‘(B) ALTERNATIVE FUEL.—The term ‘alter-
native fuel’ means compressed natural gas,
liquefied natural gas, liquefied petroleum
gas, hydrogen, and any liquid at least 85 per-
cent of the volume of which consists of
methanol.

¢“(5) CREDIT FOR MIXED-FUEL VEHICLES.—

‘“(A) IN GENERAL.—In the case of a mixed-
fuel vehicle placed in service by the taxpayer
during the taxable year, the credit deter-
mined under this subsection is an amount
equal to—

‘(i) in the case of a 75/256 mixed-fuel vehi-
cle, 70 percent of the credit which would
have been allowed under this subsection if
such vehicle was a qualified alternative fuel
motor vehicle, and

‘“(ii) in the case of a 95/6 mixed-fuel vehi-
cle, 95 percent of the credit which would
have been allowed under this subsection if
such vehicle was a qualified alternative fuel
motor vehicle.

‘(B) MIXED-FUEL VEHICLE.—For purposes of
this subsection, the term ‘mixed-fuel vehicle’
means any motor vehicle described in sub-
paragraph (C) or (D) of paragraph (3),
which—

‘(i) is certified by the manufacturer as
being able to perform efficiently in normal
operation on a combination of an alternative
fuel and a petroleum-based fuel,

¢“(ii) either—

“(I) has received a certificate of con-
formity under the Clean Air Act, or

“(IT) has received an order from an applica-
ble State certifying the vehicle for sale or
lease in California and meets or exceeds the
low emission vehicle standard under section
88.105-94 of title 40, Code of Federal Regula-
tions, for that make and model year vehicle,

‘‘(iii) the original use of which commences
with the taxpayer,

‘‘(iv) which is acquired by the taxpayer for
use or lease, but not for resale, and

‘(v) which is made by a manufacturer.

¢“(C) '75/256 MIXED-FUEL VEHICLE.—For pur-
poses of this subsection, the term ‘75/25
mixed-fuel vehicle’ means a mixed-fuel vehi-
cle which operates using at least 75 percent
alternative fuel and not more than 25 per-
cent petroleum-based fuel.

‘(D) 95/5 MIXED-FUEL VEHICLE.—For pur-
poses of this subsection, the term ‘95/5
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mixed-fuel vehicle’ means a mixed-fuel vehi-
cle which operates using at least 95 percent
alternative fuel and not more than 5 percent
petroleum-based fuel.

“(e) APPLICATION WITH OTHER CREDITS.—
The credit allowed under subsection (a) for
any taxable year shall not exceed the excess
(if any) of—

‘(1) the regular tax for the taxable year re-
duced by the sum of the credits allowable
under subpart A and sections 27, 29, 30, and
30B, over

‘“(2) the tentative minimum tax for the
taxable year.

‘“(fy OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—
“ CONSUMABLE FUEL.—The term

‘consumable fuel’ means any solid, liquid, or
gaseous matter which releases energy when
consumed by an auxiliary power unit.

‘“(2) MOTOR VEHICLE.—The term ‘motor ve-
hicle’ has the meaning given such term by
section 30(c)(2).

‘(3) 2000 MODEL YEAR CITY FUEL ECONOMY.—
The 2000 model year city fuel economy with
respect to any vehicle shall be measured
under rules similar to the rules under sec-
tion 4064(c).

‘“(4) OTHER TERMS.—The terms ‘auto-
mobile’, ‘passenger automobile’, ‘light
truck’, and ‘manufacturer’ have the mean-
ings given such terms in regulations pre-
scribed by the Administrator of the Environ-
mental Protection Agency for purposes of
the administration of title II of the Clean
Air Act (42 U.S.C. 7521 et seq.).

‘“(5) REDUCTION IN BASIS.—For purposes of
this subtitle, the basis of any property for
which a credit is allowable under subsection
(a) shall be reduced by the amount of such
credit so allowed (determined without regard
to subsection (e)).

‘“(6) NO DOUBLE BENEFIT.—The amount of
any deduction or credit allowable under this
chapter—

‘“(A) for any incremental cost taken into
account in computing the amount of the
credit determined under subsection (d) shall
be reduced by the amount of such credit at-
tributable to such cost, and

‘(B) with respect to a vehicle described
under subsection (b) or (c), shall be reduced
by the amount of credit allowed under sub-
section (a) for such vehicle for the taxable
year.

“(7) PROPERTY USED BY TAX-EXEMPT ENTI-
TIES.—In the case of a credit amount which
is allowable with respect to a motor vehicle
which is acquired by an entity exempt from
tax under this chapter, the person which
sells or leases such vehicle to the entity
shall be treated as the taxpayer with respect
to the vehicle for purposes of this section
and the credit shall be allowed to such per-
son, but only if the person clearly discloses
to the entity in any sale or lease document
the specific amount of any credit otherwise
allowable to the entity under this section
and reduces the sale or lease price of such ve-
hicle by an equivalent amount of such credit.

‘“(8) RECAPTURE.—The Secretary shall, by
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection
(a) with respect to any property which ceases
to be property eligible for such credit (in-
cluding recapture in the case of a lease pe-
riod of less than the economic life of a vehi-
cle).

‘(99 PROPERTY USED OUTSIDE UNITED
STATES, ETC., NOT QUALIFIED.—No credit shall
be allowed under subsection (a) with respect
to any property referred to in section 50(b) or
with respect to the portion of the cost of any
property taken into account under section
179.

‘(10) ELECTION TO NOT TAKE CREDIT.—No
credit shall be allowed under subsection (a)
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for any vehicle if the taxpayer elects to not
have this section apply to such vehicle.

¢“(11) CARRYFORWARD ALLOWED.—

“‘(A) IN GENERAL.—If the credit amount al-
lowable under subsection (a) for a taxable
year exceeds the amount of the limitation
under subsection (e) for such taxable year
(referred to as the ‘unused credit year’ in
this paragraph), such excess shall be allowed
as a credit carryforward for each of the 20
taxable years following the unused credit
year.

“(B) RULES.—Rules similar to the rules of
section 39 shall apply with respect to the
credit carryforward under subparagraph (A).

¢(12) INTERACTION WITH AIR QUALITY AND
MOTOR VEHICLE SAFETY STANDARDS.—Unless
otherwise provided in this section, a motor
vehicle shall not be considered eligible for a
credit under this section unless such vehicle
is in compliance with—

‘‘(A) the applicable provisions of the Clean
Air Act for the applicable make and model
year of the vehicle (or applicable air quality
provisions of State law in the case of a State
which has adopted such provision under a
waiver under section 209(b) of the Clean Air
Act), and

‘“(B) the motor vehicle safety provisions of
sections 30101 through 30169 of title 49,
United States Code.

(g) REGULATIONS.—

‘(1) IN GENERAL.—The Secretary shall pro-
mulgate such regulations as necessary to
carry out the provisions of this section.

‘(2) ADMINISTRATOR OF ENVIRONMENTAL
PROTECTION AGENCY.—The Administrator of
the Environmental Protection Agency, in co-
ordination with the Secretary of Transpor-
tation and the Secretary of the Treasury,
shall prescribe such regulations as necessary
to determine whether a motor vehicle meets
the requirements to be eligible for a credit
under this section.

‘‘(h) TERMINATION.—This section shall not
apply to any property placed in service
after—

‘(1) in the case of a new qualified fuel cell
motor vehicle (as described in subsection
(b)), December 31, 2011, and

‘(2) in the case of any other property, De-
cember 31, 2007.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 1016(a), as amended by section
951, is amended by striking ‘“‘and’ at the end
of paragraph (30), by striking the period at
the end of paragraph (31) and inserting °,
and”’, and by adding at the end the following:

‘“(32) to the extent provided in section
30C(H)(4).”.

(2) Section 53(d)(1)(B)(iii) is amended by in-
serting ‘‘, or not allowed under section 30C
solely by reason of the application of section
30C(e)(2)”’ before the period.

(3) Section 55(c)(2) is amended by inserting
¢30C(e),” after 30(b)(3)”.

(4) Section 6501(m) is amended by inserting
“30C(£)(9),” after <“30(d)(4),”.

(5) The table of sections for subpart B of
part IV of subchapter A of chapter 1, as
amended by section 951, is amended by in-
serting after the item relating to section 30B
the following:

“Sec. 30C. Alternative motor vehicle
credit.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2001, in
taxable years ending after such date.

SEC. 962. UNIFORM DOLLAR LIMITATION FOR
ALL TYPES OF TRANSPORTATION
FRINGE BENEFITS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 132(f)(2) (relating to limitation on exclu-
sion) is amended by striking ‘$65° and in-
serting ““‘$175’.

(b) CONFORMING AMENDMENT.—Section 9010
of the Transportation Equity Act for the 21st
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Century is amended by striking subsection
(c).

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

SEC. 963. CLARIFICATION OF FEDERAL EM-
PLOYEE BENEFITS.

Section 7905 of title 5, United States Code,
is amended—

(1) in subsection (a)—

(A) in paragraph (2)(C) by inserting ‘‘and”
after the semicolon;

(B) in paragraph (3) by striking ‘‘; and’’ and
inserting a period; and

(C) by striking paragraph (4); and

(2) in subsection (b)(2)(A) by amending sub-
paragraph (A) to read as follows:

‘““(A) a qualified transportation fringe as
defined in section 132(f)(1) of the Internal
Revenue Code of 1986;”.

SEC. 964. EXTENSION OF TAX BENEFITS FOR AL-
COHOL FUELS.

(a) IN GENERAL.—The following provisions
are each amended by striking ‘2007’ each
place it appears and inserting *‘2011”’:

(1) Subparagraphs (C)(ii) and (D) of section
4041(b)(2) (relating to qualified methanol and
ethanol fuel).

(2) Section 4041(k)(3) (relating to termi-
nation of rates relating to fuels containing
alcohol).

(3) Section 4081(c)(8) (relating to termi-
nation of special rate for taxable fuels mixed
with alcohol).

(4) Section 4091(c)(5) (relating to termi-
nation of reduced rate of tax for aviation
fuel in alcohol mixture, etc.).

(b) EXTENSION OF REFUND AUTHORITY.—
Paragraph (4) of section 6427(f) (relating to
refund for gasoline, diesel fuel, and aviation
fuel used to produce certain alcohol fuels) is
amended by striking 2007’ and inserting
€2011”.

(¢) CREDIT FOR ALCOHOL USED AS A FUEL.—
Paragraph (1) of section 40(e) (relating to ter-
mination of credit for alcohol used as a fuel)
is amended—

(1) by striking ‘‘December 31, 2007 in sub-
paragraph (A) and inserting ‘‘December 31,
2011, and

(2) by striking ‘‘January 1, 2008’ and in-
serting ‘‘January 1, 2012”°.

(d) TARIFF SCHEDULE.—Headings 9901.00.50
and 9901.00.52 of the Harmonized Tariff
Schedule of the United States (19 U.S.C. 3007)
are each amended in the effective period col-
umn by striking ‘10/1/2007°’ each place it ap-
pears and inserting ‘10/1/2011"".

(e) REDUCED CREDIT FOR ETHANOL BLEND-
ERS.—Section 40(h) (relating to reduced cred-
it for ethanol blenders) is amended—

(1) by striking ‘2007’ in paragraph (1) and
inserting ‘‘2011”’, and

(2) by striking ‘2005, 2006, or 2007’ in the
table contained in paragraph (2) and insert-
ing ‘2005 through 2011,

(f) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 2002.

Subtitle H—Compliance With Congressional
Budget Act
SEC. 971. REVENUE OFFSET

The Secretary of the Treasury shall adjust
the top marginal rates of tax under section 1
of the Internal Revenue Code of 1986 (as
amended by section 101 of this Act) to the ex-
tent 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 amendments made
by this title.

SEC. 972. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.
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SA 718. Mr. BOND submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC. . DEDUCTION FOR HEALTH INSURANCE
COSTS OF SELF-EMPLOYED INDIVID-
UALS INCREASED.

(a) IN GENERAL.—Section 162(1)(1) (relating
to special rules for health insurance costs of
self-employed individuals) is amended to
read as follows:

‘(1) ALLOWANCE OF DEDUCTION.—In the case
of an individual who is an employee within
the meaning of section 401(c)(1), there shall
be allowed as a deduction under this section
an amount equal to the amount paid during
the taxable year for insurance which con-
stitutes medical care for the taxpayer, the
taxpayer’s spouse, and dependents.”’.

(b) CLARIFICATION OF LIMITATIONS ON OTHER
COVERAGE.—The first sentence of section
162(1)(2)(B) (relating to other coverage) is
amended to read as follows: ‘‘Paragraph (1)
shall not apply to any taxpayer for any cal-
endar month for which the taxpayer partici-
pates in any subsidized health plan main-
tained by any employer (other than an em-
ployer described in section 401(c)(4)) of the
taxpayer or the spouse of the taxpayer.”.

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

SA 719. Mrs. CARNAHAN (for herself
and Mr. DASCHLE) submitted an amend-
ment intended to be proposed by her to
the bill H.R. 1836, to provide for rec-
onciliation pursuant to section 104 of
the concurrent resolution on the budg-
et for fiscal year 2002; which was or-
dered to lie on the table; as follows:

On page 9, strike lines 5 through 12 and in-
sert the following:

““(2) REDUCTIONS IN RATES AFTER 2001.—

‘““(A) IN GENERAL.—Each rate of tax (other
than the 10 percent rate) in the tables under
subsections (a), (b), (¢), (d), and (e) shall be
reduced by 1 percentage point for taxable
years beginning during a calendar year after
the trigger year.

‘(B) TRIGGER YEAR.—For purposes of sub-
paragraph (A), the trigger year is—

‘(i) 2002, in the case of the 15 percent rate,

¢“(ii) 2003, in the case of the 28 percent rate,

‘“(iii) 2004, in the case of the 31 percent
rate,

‘“(iv) 2005, in the case of the 36 percent rate,
and

‘“(v) 2006, in the case of the 39.6 percent
rate.

¢“(C) NO INCREASE IN REFUNDABLE CREDITS.—
In determining the portion of any credit
under subpart C of part IV (relating to re-
fundable credits) which is treated as an over-
payment of tax under section 6404, there
shall be disregarded any increase in such
portion solely by reason of any reduction in
rates under subparagraph (A) as described in
clause (i) or (ii) of subparagraph (B).

“(3) ADJUSTMENT OF TABLES.—The Sec-
retary’’.

SA 720. Mr. BAYH submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 44, between lines 9 and 10, insert
the following:
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411A. CERTAIN POSTSECONDARY EDU-
CATIONAL BENEFITS PROVIDED BY
AN EMPLOYER TO CHILDREN OF EM-
PLOYEES EXCLUDABLE FROM
GROSS INCOME UNDER EDU-
CATIONAL ASSISTANCE PROGRAMS.

(a) IN GENERAL.—Section 127 (relating to
educational assistance programs), as amend-
ed by section 411, is amended by redesig-
nating subsection (d) as subsection (e) and
inserting after subsection (c) the following:

‘(d) POST SECONDARY EDUCATIONAL BENE-
FITS PROVIDED TO CHILDREN OF EMPLOYEES.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, educational assistance provided by the
employer to a child (as defined in section
1561(c)(3)) of an employee of such employer
pursuant to an educational assistance pro-
gram shall be treated as educational assist-
ance provided for the exclusive benefit of the
employee.

‘(2) DOLLAR LIMITATIONS.—The amount ex-
cluded from the gross income of the em-
ployee by reason of paragraph (1) for a tax-
able year with respect to amounts provided
to each child of such employee shall not ex-
ceed $2,000.

‘“(3) LIMITATION ON EDUCATIONAL ASSIST-
ANCE.—Paragraph (1) shall only apply to ex-
penses paid or incurred in connection with
the enrollment or attendance of a child of an
employee at an educational institution de-
scribed in section 529(e)(5).”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after the date of enactment
of this Act.

SEC.

SA 721. Mr. KERRY submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; as follows:

On page 9, between lines 11 and 12, strike
the table and insert the following:

“In the case of
taxable years

during
calendar year:

The corresponding percentages shall be substituted
for the following percentages:

28% 31% 36% 39.6%
2002, 2003,
and 2004 .. 271% 30% 35% 39.1%
2005 and
2006 ......... 26% 29% 34% 39.1%
2007 and
2008 .. 25% 28% 33% 39%
2009 and
2010 .......... 25% 28% 33% 38%
2011 and
thereafter .. 25% 28% 33% 37%

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)
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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
years beginning after December 31, 2001.

SA 722. Mr. DASCHLE submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

Strike all after the first word and insert
the following:

1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Economic Stimulus Tax Cut Act of
2001°.

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) SECTION 15 NOoT To APPLY.—No amend-
ment made by this Act shall be treated as a
change in a rate of tax for purposes of sec-
tion 15 of the Internal Revenue Code of 1986.

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

Sec. 1. Short title; etc.

TITLE I-INDIVIDUAL INCOME AND
EMPLOYMENT TAXES
Subtitle A—In General

Sec. 101. Refund of individual income and
employment taxes.

Sec. 102. Reduction in income tax rates for
individuals.

Subtitle B—Compliance With Congressional
Budget Act
Sec. 111. Sunset of provisions of title.
TITLE II—CHILD TAX CREDIT
Subtitle A—In General
Sec. 201. Modifications to child tax credit.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 211. Sunset of provisions of title.
TITLE III—-MARRIAGE PENALTY RELIEF
Subtitle A—In General

Sec. 301. Elimination of marriage penalty in
standard deduction.

Sec. 302. Marriage penalty relief for earned
income credit; earned income
to include only amounts includ-
ible in gross income; simplifica-
tion of earned income credit.

Subtitle B—Compliance With Congressional
Budget Act

Sec. 311. Sunset of provisions of title.

TITLE IV—AFFORDABLE EDUCATION
PROVISIONS
Subtitle A—Education Savings Incentives

Sec. 401. Modifications to qualified tuition
programs.

Subtitle B—Educational Assistance

Sec. 411. Permanent extension of exclusion
for employer-provided edu-
cational assistance.

Sec. 412. Elimination of 60-month limit and
increase in income limitation
on student loan interest deduc-
tion.
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Sec. 413. Exclusion of certain amounts re-
ceived under the National
Health Service Corps Scholar-
ship Program and the
F. Edward Hebert Armed
Forces Health Professions
Scholarship and Financial As-
sistance Program.

Subtitle C—Liberalization of Tax-Exempt
Financing Rules for Public School Con-
struction

Sec. 421. Expansion of incentives for public
schools.

Sec. 422. Application of certain labor stand-
ards on construction projects
financed under public school
modernization program.

Sec. 423. Employment and training activi-
ties relating to construction or
reconstruction of public school
facilities.

Subtitle D—Indian School Construction Act
Sec. 431. Indian school construction.
Subtitle E—Other Provisions
Sec. 441. Deduction for higher education ex-
penses.
Subtitle F—Compliance With Congressional
Budget Act

Sec. 4561. Sunset of provisions of title.

TITLE V—ESTATE, GIFT, AND GENERA-
TION-SKIPPING TRANSFER TAX PROVI-
SIONS

Sec. 501. Increase in amount of unified cred-
it against estate and gift taxes.

Sec. 502. Increase in qualified family-owned
business interest deduction
amount.

Sec. 503. Sunset of provisions of title.

TITLE VI—PENSION AND INDIVIDUAL RE-
TIREMENT ARRANGEMENT PROVI-
SIONS

Subtitle A—Individual Retirement Accounts

Sec. 601. Modification of IRA contribution
limits.
Sec. 602. Deemed
plans.
603. Tax-free distributions from indi-
vidual retirement accounts for
charitable purposes.

Subtitle B—Expanding Coverage

611. Plan loans for subchapter S owners,
partners, and sole proprietors.

Modification of top-heavy rules.

Elective deferrals not taken into
account for purposes of deduc-
tion limits.

Repeal of coordination require-
ments for deferred compensa-
tion plans of State and local
governments and tax-exempt
organizations.

Deduction limits.

Option to treat elective deferrals as
after-tax Roth contributions.
Nonrefundable credit to certain in-
dividuals for elective deferrals

and IRA contributions.

Credit for qualified pension plan
contributions of small employ-
ers.

Credit for pension plan startup
costs of small employers.

Elimination of user fee for requests
to IRS regarding new pension
plans.

Treatment of nonresident aliens
engaged in international trans-
portation services.

Subtitle C—Enhancing Fairness for Women

Sec. 631. Equitable treatment for contribu-
tions of employees to defined
contribution plans.

Sec. 632. Faster vesting of certain employer
matching contributions.

IRAs under employer

Sec.

Sec.

612.
613.

Sec.
Sec.

Sec. 614.

615.
616.

Sec.
Sec.

Sec. 617.

Sec. 618.

Sec. 619.

Sec. 620.

Sec. 621.
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Modifications to minimum dis-
tribution rules.

Clarification of tax treatment of
division of section 457 plan ben-
efits upon divorce.

Provisions relating to hardship dis-
tributions.

Waiver of tax on nondeductible
contributions for domestic or
similar workers.

Subtitle D—Increasing Portability for

Participants

Sec. 633.

Sec. 634.

Sec. 635.

Sec. 636.

Sec. 641. Rollovers allowed among various
types of plans.

Sec. 642. Rollovers of IRAs into workplace
retirement plans.

Sec. 643. Rollovers of after-tax contribu-
tions.

Sec. 644. Hardship exception to 60-day rule.

Sec. 645. Treatment of forms of distribution.

Sec. 646. Rationalization of restrictions on
distributions.

Sec. 647. Purchase of service credit in gov-
ernmental defined benefit
plans.

Sec. 648. Employers may disregard rollovers
for  purposes of  cash-out
amounts.

Sec. 649. Minimum distribution and inclu-

sion requirements for section
457 plans.
Subtitle E—Strengthening Pension Security
and Enforcement

PART I—GENERAL PROVISIONS

Sec. 6561. Repeal of 160 percent of current li-
ability funding limit.

Maximum contribution deduction
rules modified and applied to
all defined benefit plans.

Excise tax relief for sound pension
funding.

Treatment of multiemployer plans
under section 415.

Protection of investment of em-
ployee contributions to 401(k)
plans.

Prohibited allocations of stock in S
corporation ESOP.

Automatic rollovers of certain
mandatory distributions.

Clarification of treatment of con-
tributions to multiemployer
plan.

PART II—TREATMENT OF PLAN AMENDMENTS
REDUCING FUTURE BENEFIT ACCRUALS

Sec. 659. Notice required for pension plan
amendments having the effect
of significantly reducing future
benefit accruals.

Subtitle F—Reducing Regulatory Burdens

Sec. 661. Modification of timing of plan
valuations.

Sec. 662. ESOP dividends may be reinvested
without loss of dividend deduc-
tion.

Repeal of transition rule relating
to certain highly compensated
employees.

Employees of tax-exempt entities.

Clarification of treatment of em-
ployer-provided retirement ad-
vice.

Reporting simplification.

Improvement of employee plans
compliance resolution system.

Repeal of the multiple use test.

Flexibility in nondiscrimination,
coverage, and line of business
rules.

Extension to all governmental
plans of moratorium on appli-
cation of certain non-
discrimination rules applicable
to State and local plans.

Subtitle G—Other ERISA Provisions

Sec. 681. Missing participants.

Sec. 652.

Sec. 653.

Sec. 654.

Sec. 655.

Sec. 656.

Sec. 657.

Sec. 658.

Sec. 663.

664.
665.

Sec.
Sec.

666.
667.

Sec.
Sec.

668.
669.

Sec.
Sec.

Sec. 670.
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Sec. 682. Reduced PBGC premium for new

plans of small employers.

Sec. 683. Reduction of additional PBGC pre-

mium for new and small plans.

Sec. 684. Authorization for PBGC to pay in-

terest on premium overpay-
ment refunds.

Substantial owner benefits in ter-

minated plans.
Subtitle H—Miscellaneous Provisions

Sec. 691. Tax treatment and information re-

quirements of Alaska Native
settlement trusts.
Subtitle I—Compliance With Congressional
Budget Act

Sec. 695. Sunset of provisions of title.

TITLE VII—EXTENSIONS OF EXPIRING
PROVISIONS
Subtitle A—In General

701. Permanent extension of research
credit.

702. Work opportunity credit and wel-
fare-to-work credit.

703. Taxable income limit on percent-
age depletion for marginal pro-
duction.

704. Subpart F exemption for active fi-
nancing income.

705. Parity in the application of certain
limits to mental health bene-
fits.

Sec. 706. Deduction for clean-fuel vehicles

and certain refueling property.

Sec. 707. Luxury tax on passenger vehicles.

Subtitle B—Compliance With Congressional

Budget Act
Sec. T11. Sunset of provisions of title.
TITLE VIII—ALTERNATIVE MINIMUM
TAX
Subtitle A—In General
Sec. 801. Alternative minimum tax exemp-
tion for certain individual tax-
payers.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 811. Sunset of provisions of title.
TITLE IX—TAX RELIEF FOR ADOPTIVE
PARENTS
Subtitle A—In General
Sec. 901. Expansion of adoption credit.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 911. Sunset of provisions of title.
TITLE X—SELF-EMPLOYED HEALTH
INSURANCE DEDUCTION
Subtitle A—In General
Sec. 1001. Full deduction for health insur-
ance costs of self-employed in-
dividuals.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 1011. Sunset of provisions of title.
TITLE XI—ENERGY SECURITY AND TAX
INCENTIVE POLICY

Subtitle A—Energy-Efficient Property Used

in Business

Sec. 1101. Credit for certain energy-efficient

property used in business.

Sec. 1102. Energy-efficient commercial

building property deduction.

Sec. 1103. Credit for energy-efficient appli-

ances.
Subtitle B—Residential Energy Systems

Sec. 1111. Credit for construction of new en-

ergy-efficient home.

Sec. 1112. Credit for energy efficiency im-

provements to existing homes.

Sec. 1113. Credit for residential solar, wind,

and fuel cell energy property.
Subtitle C—Electricity Facilities and
Production

Sec. 1121. Incentive for distributed genera-

tion.

Sec. 685.

Sec.
Sec.

Sec.

Sec.

Sec.
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Sec. 1122. Modifications to credit for elec-
tricity produced from renew-
able and waste products.

Sec. 1123. Treatment of facilities using ba-
gasse to produce energy as solid
waste disposal facilities eligible
for tax-exempt financing.

Sec. 1124. Depreciation of property used in
the transmission of electricity.

Subtitle D—Tax Incentives for Ethanol Use

Sec. 1131. Small ethanol producer credit.

Sec. 1132. Additional tax incentives for eth-
anol use.

Subtitle E—Commuter Benefits Equity

Sec. 1141. Uniform dollar limitation for all
types of transportation fringe
benefits.

Sec. 1142. Clarification of Federal employee
benefits.

Subtitle F—Tax Credit for Energy
Conservation Expenditures.

Sec. 1151. Energy conservation expenditures.
Subtitle G—Hybrid Vehicle Incentive
Sec. 1161. Expansion of clean-fuel vehicle de-

duction to include hybrid vehi-
cles.
Subtitle H—-Compliance With Congressional
Budget Act

Sec. 1171. Sunset of provisions of title.
TITLE XII—OTHER PROVISIONS
Subtitle A—In General
Sec. 1201. Expansion of authority to post-

pone certain tax-related dead-
lines by reason of presidentially
declared disaster.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 1211. Sunset of provisions of title.

TITLE I—INDIVIDUAL INCOME AND
EMPLOYMENT TAXES
Subtitle A—In General
SEC. 101. REFUND OF INDIVIDUAL INCOME AND
EMPLOYMENT TAXES.

(a) 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

‘“(i1) 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:
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The applicable

amount is:
$600

“In the case of a tax-
payer described in:
Section 1(a) .ooveveveveeiiniiiiiieeieeenenns

Section 1(b) .... $450
Section 1(¢) .... $300
Section 1(d) .... $300
Paragraph (2) ...cocooeveviieiiiniiiininnnn. $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.

‘(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.”.

(b) CONFORMING  AMENDMENT.—Section
1324(b)(2) of title 31, United States Code, is
amended by inserting before the period ‘¢, or
enacted by the Economic Stimulus Tax Cut
Act of 2001,

(¢) CLERICAL AMENDMENT.—The table of
sections for subchapter B of chapter 65 of the
Internal Revenue Code of 1986 is amended by
adding at the end the following new item:

‘“Sec. 6428. Refund of individual income and
employment taxes.”.

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

SEC. 102. REDUCTION IN INCOME TAX RATES FOR
INDIVIDUALS.

(a) IN GENERAL.—Section 1 is amended by
adding at the end the following new sub-
section:

‘(i) RATE REDUCTIONS AFTER 2000.—

‘(1) NEW LOWEST RATE BRACKET.—

‘““(A) IN GENERAL.—In the case of taxable
years beginning after December 31, 2000—

‘(i) the rate of tax under subsections (a),
(b), (¢), and (d) on taxable income not over
the initial bracket amount shall be 10 per-
cent (12.5 percent in taxable years beginning
in 2001), and

‘‘(ii) the 15 percent rate of tax shall apply
only to taxable income over the initial
bracket amount.

“(B) INITIAL BRACKET AMOUNT.—For pur-
poses of this subsection, the initial bracket
amount is—

‘(i) $12,000 in the case of subsection (a),

‘“(ii) $10,000 in the case of subsection (b),
and

‘‘(iii) Y the amount applicable under
clause (i) in the case of subsections (¢) and
(d).

“(C) INFLATION ADJUSTMENT.—In pre-

scribing the tables under subsection (f)
which apply with respect to taxable years be-
ginning in calendar years after 2001—

‘(i) the Secretary shall make no adjust-
ment to the initial bracket amount for any
taxable year beginning before January 1,
2003,

‘“(ii) the cost-of-living adjustment used in
making adjustments to the initial bracket
amount for any taxable year beginning after
December 31, 2002, shall be determined under
subsection (f)(3) by substituting ‘2001’ for
‘1992’ in subparagraph (B) thereof, and
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‘“(iii) such adjustment shall not apply to

the amount referred to in subparagraph
(B)(dii).
If any amount after adjustment under the
preceding sentence is not a multiple of $50,
such amount shall be rounded to the next
lowest multiple of $50.

‘(2) ADJUSTMENT OF TABLES.—The Sec-
retary shall adjust the tables prescribed
under subsection (f) to carry out this sub-
section.”.

(b) DETERMINATION OF WITHHOLDING TA-
BLES.—Section 3402(a) of the Internal Rev-
enue Code of 1986 (relating to requirement of
withholding) is amended by adding at the
following new paragraph:

‘“(3) CHANGES MADE BY SECTION 102 OF THE
ECONOMIC STIMULUS TAX CUT ACT OF 2001.—Not-
withstanding the provisions of this sub-
section, the Secretary shall modify the ta-
bles and procedures under paragraph (1) to
reflect the amendments made by section 102
of the Economic Stimulus Tax Cut Act of
2001, and such modification shall take effect
on July 1, 2001, as if the lowest rate of tax
under section 1 (as amended by such section
102) was a 10-percent rate effective on such
date.”.

(c) CONFORMING AMENDMENTS.—

(1) Subparagraph (B) of section 1(g)(7) of
the Internal Revenue Code of 1986 is amend-
ed—

(A) by striking ‘15 percent’” in clause
(ii)(ITI) and inserting ‘‘the first bracket per-
centage’’, and

(B) by adding at the end the following flush

sentence:
“For purposes of clause (ii), the first bracket
percentage is the percentage applicable to
the lowest income bracket in the table under
subsection (c).”.

(2) Section 1(h) of such Code is amended by
striking paragraph (13).

(38) Section 15 of such Code is amended by
adding at the end the following new sub-
section:

“(f) RATE REDUCTIONS ENACTED BY EcCo-
NOMIC STIMULUS TAX CUT ACT OF 2001.—This
section shall not apply to any change in
rates under subsection (i) of section 1 (relat-
ing to rate reductions in 2001).”.

(4) Section 3402(p)(2) of such Code is amend-
ed by striking ‘‘equal to 15 percent of such
payment’” and inserting ‘‘equal to the prod-
uct of the lowest rate of tax under section
1(c) and such payment’’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after December 31, 2000.

(2) AMENDMENTS TO WITHHOLDING PROVI-
SION.—The amendments made by subsection
(b) and subsection (c)(4) shall apply to
amounts paid after June 30, 2001.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 111. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE II—CHILD TAX CREDIT
Subtitle A—In General
SEC. 201. MODIFICATIONS TO CHILD TAX CREDIT.

(a) INCREASE IN PER CHILD AMOUNT.—

(1) IN GENERAL.—Subsection (a) of section
24 (relating to child tax credit) is amended to
read as follows:

‘‘(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—There shall be allowed as
a credit against the tax imposed by this
chapter for the taxable year with respect to
each qualifying child of the taxpayer an
amount equal to the per child amount.

‘“(2) PER CHILD AMOUNT.—For purposes of
paragraph (1), the per child amount shall be
determined as follows:
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“In the case of any The per child amount
taxable year begin- is—

ning in—

2002, 2003, 2004, 2005, 2006, or 2007 ..... $600
2008 ..o 700
2009 .. ... 800
2010 .iiniiiiieieeen 900
2011 or thereafter ...........cccoevvenenennnn. 1,000.”

(2) INFLATION ADJUSTMENT.—

‘“(g) INFLATION ADJUSTMENT.—In the case
of any taxable year beginning after 2001, any
dollar amount contained in subsection (a)(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 2000’ for ‘‘cal-
endar year 1992.”’.

(b) CREDIT ALLOWED AGAINST ALTERNATIVE
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (b) of section
24 (relating to child tax credit) is amended
by adding at the end the following new para-
graph:

¢“(3) LIMITATION BASED ON AMOUNT OF TAX.—
The credit allowed under subsection (a) for
any taxable year shall not exceed the excess
of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
this subpart (other than this section) and
section 27 for the taxable year.”.

(2) CONFORMING AMENDMENTS.—

(A) The heading for section 24(b) is amend-
ed to read as follows: ‘“‘LIMITATIONS.—’.

(B) The heading for section 24(b)(1) is
amended to read as follows: ‘‘LIMITATION
BASED ON ADJUSTED GROSS INCOME.—"’.

(C) Section 24(d) is amended—

(i) by striking ‘‘section 26(a)’’ each place it
appears and inserting ‘‘subsection (b)(3)”’,
and

(ii) in paragraph (1)(B) by striking ‘‘aggre-
gate amount of credits allowed by this sub-
part” and inserting ‘‘amount of credit al-
lowed by this section”.

(D) Paragraph (1) of section 26(a) is amend-
ed by inserting ‘‘(other than section 24)”
after ‘‘this subpart’’.

(E) Subsection (c) of section 23 is amended
by striking ‘‘and section 1400C”’ and insert-
ing ‘‘and sections 24 and 1400C’’.

(F) Subparagraph (C) of section 25(e)(1) is
amended by inserting ¢, 24,” after ‘‘sections
23",

(G) Section 904(h) is amended by inserting
‘“‘(other than section 24)” after ‘‘chapter’.

(H) Subsection (d) of section 1400C is
amended by inserting ‘‘and section 24’ after
“‘this section”.

(¢) REFUNDABLE CHILD CREDIT.—

(1) IN GENERAL.—So0 much of section 24(d)
(relating to additional credit for families
with 3 or more children) as precedes para-
graph (2) is amended to read as follows:

¢“(d) PORTION OF CREDIT REFUNDABLE.—

‘(1) IN GENERAL.—The aggregate credits al-
lowed to a taxpayer under subpart C shall be
increased by the lesser of—

“(A) the credit which would be allowed
under this section without regard to this
subsection and the limitation under sub-
section (b)(3), or

“(B) the amount by which the amount of
credit allowed by this section (determined
without regard to this subsection) would in-
crease if the limitation imposed by sub-
section (b)(3) were increased by—

‘(1) in the case of a taxpayer not described
in clause (ii), 15 percent of so much of the
taxpayer’s earned income (within the mean-
ing of section 32) for the taxable year as ex-
ceeds $8,000, and

‘“(ii) in the case of a taxpayer with 3 or
more qualifying children, the excess (if any)
of—
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‘(1) the taxpayer’s social security taxes for
the taxable year, over

‘“(IT) the credit allowed under section 32 for

the taxable year.
The amount of the credit allowed under this
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce
the amount of credit otherwise allowable
under subsection (a) without regard to sub-
section (b)(3).”.

(2) CONFORMING AMENDMENT.—Section 32 is
amended by striking subsection (n).

(d) ELIMINATION OF REDUCTION OF CREDIT TO
TAXPAYER SUBJECT TO ALTERNATIVE MINIMUM
TAX PROVISION.—Section 24(d) is amended—

(1) by striking paragraph (2), and

(2) by redesignating paragraph (3) as para-
graph (2).

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

Subtitle B—Compliance With Congressional
Budget Act
SEC. 211. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE III—MARRIAGE PENALTY RELIEF

Subtitle A—In General
SEC. 301. ELIMINATION OF MARRIAGE PENALTY
IN STANDARD DEDUCTION.

(a) IN GENERAL.—Paragraph (2) of section
63(c) (relating to standard deduction) is
amended—

(1) by striking *‘$5,000’’ in subparagraph (A)
and inserting ‘‘the applicable percentage of
the dollar amount in effect under subpara-
graph (C) for the taxable year’’;

(2) by adding ‘‘or” at the end of subpara-
graph (B);

(3) by striking ‘‘in the case of”’ and all that
follows in subparagraph (C) and inserting ‘‘in
any other case.”; and

(4) by striking subparagraph (D).

(b) APPLICABLE PERCENTAGE.—Section 63(c)
(relating to standard deduction) is amended
by adding at the end the following new para-
graph:

“(7) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:
“For taxable years be-

ginning in calendar

The applicable
percentage is—

year—
2002 oo, 174
2003 ... 180
2004 ... 187
2005 ..oeiiieeeeieiiies 193
2006 and thereafter .............. 200.”.

(¢) TECHNICAL AMENDMENTS.—

(1) Subparagraph (B) of section 1(f)(6) is
amended by striking ‘‘(other than with” and
all that follows through ‘‘shall be applied”’
and inserting ‘‘(other than with respect to
sections 63(c)(4) and 151(d)(4)(A)) shall be ap-
plied”.

(2) Paragraph (4) of section 63(c) is amend-
ed by adding at the end the following flush
sentence:

“The preceding sentence shall not apply to
the amount referred to in paragraph (2)(A).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 302. MARRIAGE PENALTY RELIEF FOR
EARNED INCOME CREDIT; EARNED
INCOME TO INCLUDE ONLY
AMOUNTS INCLUDIBLE IN GROSS IN-
COME; SIMPLIFICATION OF EARNED
INCOME CREDIT.

(a) INCREASED PHASEOUT AMOUNT.—

(1) IN GENERAL.—Section 32(b)(2) (relating
to amounts) is amended—

(A) by striking ‘“AMOUNTS.—The earned”
and inserting ‘“AMOUNTS.—
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‘“‘(A) IN GENERAL.—Subject to subparagraph
(B), the earned”’, and

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

‘(B) JOINT RETURNS.—In the case of a joint
return filed by an eligible individual and
such individual’s spouse, the phaseout
amount determined under subparagraph (A)
shall be increased by $3,500.”.

(2) INFLATION ADJUSTMENT.—Paragraph
(1)(B) of section 32(j) (relating to inflation
adjustments) is amended to read as follows:

‘“(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined—

‘(i) in the case of amounts in subsections
(0)(2)(A) and (i)(1), by substituting ‘calendar
year 1995’ for ‘calendar year 1992’ in subpara-
graph (B) thereof, and

‘‘(ii) in the case of the $3,500 amount in
subsection (b)(2)(B), by substituting ‘cal-
endar year 2001’ for ‘calendar year 1992’ in
subparagraph (B) of such section 1.”.

(3) ROUNDING.—Section 32(j)(2)(A) (relating
to rounding) is amended by striking ‘‘sub-
section (b)(2)” and inserting ‘‘subsection
(b)(2)(A) (after being increased under sub-
paragraph (B) thereof)”’.

(b) EARNED INCOME TO INCLUDE ONLY
AMOUNTS INCLUDIBLE IN GROSS INCOME.—
Clause (i) of section 32(c)(2)(A) (defining
earned income) is amended by inserting
but only if such amounts are includible in
gross income for the taxable year’” after
‘“‘other employee compensation’.

(c) REPEAL OF REDUCTION OF CREDIT TO
TAXPAYERS SUBJECT TO ALTERNATIVE MIN-
IMUM TAX.—Section 32(h) is repealed.

(d) REPLACEMENT OF MODIFIED ADJUSTED
GROSS INCOME WITH ADJUSTED GROSS IN-
COME.—

(1) IN GENERAL.—Section 32(a)(2)(B) is
amended by striking ‘‘modified”’.

(2) CONFORMING AMENDMENTS.—

(A) Section 32(c) is amended by striking
paragraph (5).

(B) Section 32(f)(2)(B) is amended by strik-
ing ‘“‘modified”’ each place it appears.

(e) RELATIONSHIP TEST.—

(1) IN GENERAL.—Clause (i) of section
32(c)(3)(B) (relating to relationship test) is
amended to read as follows:

‘(i) IN GENERAL.—AnN individual bears a re-
lationship to the taxpayer described in this
subparagraph if such individual is—

“(I) a son, daughter, stepson, or step-
daughter, or a descendant of any such indi-
vidual,

‘“(ITI) a brother, sister, stepbrother, or step-
sister, or a descendant of any such indi-
vidual, who the taxpayer cares for as the
taxpayer’s own child, or

‘““(ITII) an eligible foster child of the tax-
payer.”.

(2) ELIGIBLE FOSTER CHILD.—

(A) IN GENERAL.—Clause (iii) of section
32(c)(3)(B) is amended to read as follows:

¢(iii) ELIGIBLE FOSTER CHILD.—For pur-
poses of clause (i), the term ‘eligible foster
child’ means an individual not described in
subclause (I) or (II) of clause (i) who—

““(I) is placed with the taxpayer by an au-
thorized placement agency, and

“(II) the taxpayer cares for as the tax-
payer’s own child.”.

(B) CONFORMING AMENDMENT.—Section
32(c)(3)(A)(ii) is amended by striking ‘‘except
as provided in subparagraph (B)(iii),”.

(f) 2 OR MORE CLAIMING QUALIFYING
CHILD.—Section 32(¢c)(1)(C) is amended to
read as follows:

“(C) 2 OR MORE CLAIMING QUALIFYING
CHILD.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), if (but for this paragraph) an indi-
vidual may be claimed, and is claimed, as a
qualifying child by 2 or more taxpayers for a
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taxable year beginning in the same calendar
year, such individual shall be treated as the
qualifying child of the taxpayer who is—

‘“(I) a parent of the individual, or

‘“(IT) if subclause (I) does not apply, the
taxpayer with the highest adjusted gross in-
come for such taxable year.

‘(i) MORE THAN 1 CLAIMING CREDIT.—If the
parents claiming the credit with respect to
any qualifying child do not file a joint return
together, such child shall be treated as the
qualifying child of—

‘“(I) the parent with whom the child re-
sided for the longest period of time during
the taxable year, or

‘“(IT) if the child resides with both parents
for the same amount of time during such
taxable year, the parent with the highest ad-
justed gross income.”’.

(g) EXPANSION OF MATHEMATICAL ERROR
AUTHORITY.—Paragraph (2) of section 6213(g)
is amended by striking ‘‘and’ at the end of
subparagraph (K), by striking the period at
the end of subparagraph (L) and inserting ‘¢,
and”’, and by inserting after subparagraph
(L) the following new subparagraph:

‘(M) the entry on the return claiming the
credit under section 32 with respect to a
child if, according to the Federal Case Reg-
istry of Child Support Orders established
under section 453(h) of the Social Security
Act, the taxpayer is a noncustodial parent of
such child.”

(h) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 2001.

(2) SUBSECTION (g).—The amendment made
by subsection (g) shall take effect on Janu-
ary 1, 2004.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 311. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE IV—AFFORDABLE EDUCATION
PROVISIONS

Subtitle A—Education Savings Incentives

SEC. 401. MODIFICATIONS TO QUALIFIED TUI-
TION PROGRAMS.

(a) ELIGIBLE EDUCATIONAL INSTITUTIONS
PERMITTED TO MAINTAIN QUALIFIED TUITION
PROGRAMS.—

(1) IN GENERAL.—Section 529(b)(1) (defining
qualified State tuition program) is amend-
ed—

(A) by inserting ‘‘or by 1 or more eligible
educational institutions’ after ‘‘maintained
by a State or agency or instrumentality
thereof” in the matter preceding subpara-
graph (A), and

(B) by adding at the end the following new

flush sentence:
‘“Except to the extent provided in regula-
tions, a program established and maintained
by 1 or more eligible educational institu-
tions shall not be treated as a qualified tui-
tion program unless such program has re-
ceived a ruling or determination that such
program meets the applicable requirements
for a qualified tuition program.”.

(2) PRIVATE QUALIFIED TUITION PROGRAMS
LIMITED TO BENEFIT PLANS.—Clause (ii) of
section 529(b)(1)(A) is amended by inserting
“in the case of a program established and
maintained by a State or agency or instru-
mentality thereof,”” before ‘“‘may make”’.

(3) CONFORMING AMENDMENTS.—

(A) Sections 72(e)(9), 135(c)(2)(0C),
135(d)(1)(D), 529, 530(b)(2)(B), 4973(e), and
6693(a)(2)(C) are amended by striking ‘‘quali-
fied State tuition” each place it appears and
inserting ‘‘qualified tuition”.

(B) The headings for sections 72(e)(9) and
135(c)(2)(C) are amended by striking ‘‘QUALI-
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FIED STATE TUITION”’ each place it appears
and inserting ‘‘QUALIFIED TUITION”’.

(C) The headings for sections 529(b) and
530(b)(2)(B) are amended by striking ‘“‘QUALI-
FIED STATE TUITION’’ each place it appears
and inserting ‘‘QUALIFIED TUITION’’.

(D) The heading for section 529 is amended
by striking ‘‘state’’.

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

(b) EXCLUSION FROM GROSS INCOME OF EDU-
CATION DISTRIBUTIONS FROM QUALIFIED TUI-
TION PROGRAMS.—

(1) IN GENERAL.—Section 529(¢)(3)(B) (relat-
ing to distributions) is amended to read as
follows:

‘(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION EXPENSES.—For purposes of this
paragraph—

‘(1) IN-KIND DISTRIBUTIONS.—No amount
shall be includible in gross income under
subparagraph (A) by reason of a distribution
which consists of providing a benefit to the
distributee which, if paid for by the dis-
tributee, would constitute payment of a
qualified higher education expense.

‘(i) CASH DISTRIBUTIONS.—In the case of
distributions not described in clause (i), if—

“(I) such distributions do not exceed the
qualified higher education expenses (reduced
by expenses described in clause (i)), no
amount shall be includible in gross income,
and

‘(IT) in any other case, the amount other-
wise includible in gross income shall be re-
duced by an amount which bears the same
ratio to such amount as such expenses bear
to such distributions.

‘(iii) EXCEPTION FOR INSTITUTIONAL PRO-
GRAMS.—In the case of any taxable year be-
ginning before January 1, 2004, clauses (i)
and (ii) shall not apply with respect to any
distribution during such taxable year under
a qualified tuition program established and
maintained by 1 or more eligible educational
institutions.

“(iv) TREATMENT AS DISTRIBUTIONS.—Any
benefit furnished to a designated beneficiary
under a qualified tuition program shall be
treated as a distribution to the beneficiary
for purposes of this paragraph.

¢“(v) COORDINATION WITH HOPE AND LIFETIME
LEARNING CREDITS.—The total amount of
qualified higher education expenses with re-
spect to an individual for the taxable year
shall be reduced—

‘(1) as provided in section 25A(g)(2), and

“(IT) by the amount of such expenses which
were taken into account in determining the
credit allowed to the taxpayer or any other
person under section 25A.

‘‘(vi) COORDINATION WITH EDUCATION INDI-
VIDUAL RETIREMENT ACCOUNTS.—If, with re-
spect to an individual for any taxable year—

‘() the aggregate distributions to which
clauses (i) and (ii) and section 530(d)(2)(A)
apply, exceed

“(IT) the total amount of qualified higher
education expenses otherwise taken into ac-
count under clauses (i) and (ii) (after the ap-
plication of clause (v)) for such year,
the taxpayer shall allocate such expenses
among such distributions for purposes of de-
termining the amount of the exclusion under
clauses (i) and (ii) and section 530(d)(2)(A).”.

(2) CONFORMING AMENDMENTS.—

(A) Section 135(d)(2)(B) is amended by
striking ‘‘the exclusion under section
530(d)(2)” and inserting ‘‘the exclusions
under sections 529(c)(3)(B) and 530(d)(2)”’.

(B) Section 221(e)(2)(A) is amended by in-
serting ‘529, after ‘‘135,”.

(¢) ROLLOVER TO DIFFERENT PROGRAM FOR
BENEFIT OF SAME DESIGNATED BENEFICIARY.—
Section 529(¢c)(3)(C) (relating to change in
beneficiaries) is amended—
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(1) by striking ‘‘transferred to the credit”
in clause (i) and inserting ‘‘transferred—

‘(D to another qualified tuition program
for the benefit of the designated beneficiary,
or

‘“(I1) to the credit”,

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

¢“(iii) LIMITATION ON CERTAIN ROLLOVERS.—
Clause (i)(I) shall only apply to the first 3
transfers with respect to a designated bene-
ficiary.”’, and

(3) by inserting ‘‘OR PROGRAMS’’
“BENEFICIARIES’’ in the heading.

(d) MEMBER OF FAMILY INCLUDES FIRST
CoUSIN.—Section 529(e)(2) (defining member
of family) is amended by striking ‘‘and” at
the end of subparagraph (B), by striking the
period at the end of subparagraph (C) and by
inserting ‘‘; and”’, and by adding at the end
the following new subparagraph:

‘(D) any first cousin of such beneficiary.”.

(e) ADJUSTMENT OF LIMITATION ON RoOM
AND BOARD DISTRIBUTIONS.—Section
529(e)(3)(B)(ii) is amended to read as follows:

‘(ii) LIMITATION.—The amount treated as
qualified higher education expenses by rea-
son of clause (i) shall not exceed—

‘“(I) the allowance (applicable to the stu-
dent) for room and board included in the cost
of attendance (as defined in section 472 of the
Higher Education Act of 1965 (20 U.S.C.
108711), as in effect on the date of the enact-
ment of the Economic Stimulus Tax Cut Act
of 2001) as determined by the eligible edu-
cational institution for such period, or

“(I1) if greater, the actual invoice amount
the student residing in housing owned or op-
erated by the eligible educational institution
is charged by such institution for room and
board costs for such period.”.

(63) TECHNICAL AMENDMENTS.—Section
529(c)(3)(D) is amended—

(1) by inserting ‘‘except to the extent pro-
vided by the Secretary,”” before ‘‘all distribu-
tions” in clause (ii), and

(2) by inserting ‘‘except to the extent pro-
vided by the Secretary,” before ‘‘the value’”’
in clause (iii).

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

Subtitle B—Educational Assistance
SEC. 411. PERMANENT EXTENSION OF EXCLU-
SION FOR EMPLOYER-PROVIDED
EDUCATIONAL ASSISTANCE.

(a) IN GENERAL.—Section 127 (relating to
exclusion for educational assistance pro-
grams) is amended by striking subsection (d)
and by redesignating subsection (e) as sub-
section (d).

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

(c) CONFORMING AMENDMENT.—Section
51A(b)(5)(B)(iii) is amended by striking ‘‘or
would be so excludable but for section
127(d)”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to expenses relating to courses beginning
after December 31, 2001.

SEC. 412. ELIMINATION OF 60-MONTH LIMIT AND
INCREASE IN INCOME LIMITATION
ON STUDENT LOAN INTEREST DE-
DUCTION.

(a) ELIMINATION OF 60-MONTH LIMIT.—

(1) IN GENERAL.—Section 221 (relating to in-
terest on education loans), as amended by
section 402(b)(2)(B), is amended by striking

after
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subsection (d) and by redesignating sub-

sections (e), (f), and (g) as subsections (d),

(e), and (f), respectively.

2) CONFORMING AMENDMENT.—Section
6050S(e) is amended by striking ‘‘section
221(e)(1)”’ and inserting ‘‘section 221(d)(1)”".

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply with re-
spect to any loan interest paid after Decem-
ber 31, 2001, in taxable years ending after
such date.

(b) INCREASE IN INCOME LIMITATION.—

(1) IN GENERAL.—Section 221(b)(2)(B) (relat-
ing to amount of reduction) is amended by
striking clauses (i) and (ii) and inserting the
following:

‘(i) the excess of—

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

““(II) $50,000 ($100,000 in the case of a joint
return), bears to

““(ii) $15,000 ($30,000 in the case of a joint re-
turn).”.

2) CONFORMING AMENDMENT.—Section
221(g)(1) is amended by striking ‘$40,000 and
$60,000 amounts’ and inserting ‘“$50,000 and
$100,000 amounts’’.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years ending after December 31, 2001.
SEC. 413. EXCLUSION OF CERTAIN AMOUNTS RE-

CEIVED UNDER THE NATIONAL
HEALTH SERVICE CORPS SCHOLAR-
SHIP PROGRAM AND THE F. EDWARD
HEBERT ARMED FORCES HEALTH
PROFESSIONS SCHOLARSHIP AND
FINANCIAL ASSISTANCE PROGRAM.

(a) IN GENERAL.—Section 117(c) (relating to
the exclusion from gross income amounts re-
ceived as a qualified scholarship) is amend-
ed—

(1) by striking ‘‘Subsections (a)”’ and in-
serting the following:

‘(1) IN GENERAL.—Except as provided in
paragraph (2), subsections (a)”’, and

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

‘(2) EXCEPTIONS.—Paragraph (1) shall not
apply to any amount received by an indi-
vidual under—

‘““(A) the National Health Service Corps
Scholarship Program under section
338A(g)(1)(A) of the Public Health Service
Act, or

‘(B) the Armed Forces Health Professions
Scholarship and Financial Assistance pro-
gram under subchapter I of chapter 105 of
title 10, United States Code.”.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to
amounts received in taxable years beginning
after December 31, 2001.

Subtitle C—Liberalization of Tax-Exempt Fi-
nancing Rules for Public School Construc-
tion

SEC. 421. EXPANSION OF INCENTIVES FOR PUB-

LIC SCHOOLS.

(a) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new sub-
chapter:

“Subchapter Y—Public School Modernization

Provisions
‘‘Sec. 1400K. Credit to holders of qualified
public school modernization
bonds.
‘““Sec. 1400L. Qualified school construction
bonds.

““‘Sec. 1400M. Qualified zone academy bonds.

“SEC. 1400K. CREDIT TO HOLDERS OF QUALIFIED
PUBLIC SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified public
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
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ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

‘“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified public school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified public
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘(B) the outstanding face amount of the
bond.

‘“(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
day before the date of issuance of the issue)
on outstanding long-term corporate debt ob-
ligations (determined under regulations pre-
scribed by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

“(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

‘““(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

¢“(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

“(d) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND; CREDIT ALLOWANCE DATE.—For
purposes of this section—

‘(1) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND.—The term ‘qualified public
school modernization bond’ means—

““(A) a qualified zone academy bond, and

‘(B) a qualified school construction bond.

‘“(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

“(A) March 15,

“(B) June 15,

‘(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘“(e) OTHER DEFINITIONS.—For purposes of
this subchapter—

‘(1) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given to such term by section 14101
of the Elementary and Secondary Education
Act of 1965. Such term includes the local edu-
cational agency that serves the District of
Columbia but does not include any other
State agency.

‘“(2) BOND.—The term ‘bond’ includes any
obligation.

‘(83) STATE.—The term ‘State’ includes the
District of Columbia and any possession of
the United States.
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‘(4) PUBLIC SCHOOL FACILITY.—The term
‘public school facility’ shall not include—

“(A) any stadium or other facility pri-
marily used for athletic contests or exhibi-
tions or other events for which admission is
charged to the general public, or

‘“(B) any facility which is not owned by a
State or local government or any agency or
instrumentality of a State or local govern-
ment.

‘“(f) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

‘(g) RECAPTURE OF PORTION OF CREDIT
WHERE CESSATION OF COMPLIANCE.—

‘(1) IN GENERAL.—If any bond which when
issued purported to be a qualified public
school modernization bond ceases to be a
qualified public school modernization bond,
the issuer shall pay to the United States (at
the time required by the Secretary) an
amount equal to the sum of—

“(A) the aggregate of the credits allowable
under this section with respect to such bond
(determined without regard to subsection
(c)) for taxable years ending during the cal-
endar year in which such cessation occurs
and the 2 preceding calendar years, and

‘“(B) interest at the underpayment rate
under section 6621 on the amount determined
under subparagraph (A) for each calendar
year for the period beginning on the first day
of such calendar year.

‘“(2) FAILURE TO PAY.—If the issuer fails to
timely pay the amount required by para-
graph (1) with respect to such bond, the tax
imposed by this chapter on each holder of
any such bond which is part of such issue
shall be increased (for the taxable year of the
holder in which such cessation occurs) by the
aggregate decrease in the credits allowed
under this section to such holder for taxable
years beginning in such 3 calendar years
which would have resulted solely from deny-
ing any credit under this section with re-
spect to such issue for such taxable years.

*“(3) SPECIAL RULES.—

‘“(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (2) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

“(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under paragraph (2) shall not be
treated as a tax imposed by this chapter for
purposes of determining—

‘(i) the amount of any credit allowable
under this part, or

‘‘(ii) the amount of the tax imposed by sec-
tion 55.

‘“(h) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified public
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

‘(i) CREDITS MAY BE STRIPPED.—Under reg-
ulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified public school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

‘“(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
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qualified public school modernization bond
as if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

“(j) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied public school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

“(k) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

‘(1) REPORTING.—Issuers of qualified public
school modernization bonds shall submit re-
ports similar to the reports required under
section 149(e).

‘‘(m) TERMINATION.—This section shall not
apply to any bond issued after September 30,
2006.

“SEC. 1400L. QUALIFIED SCHOOL CONSTRUCTION
BONDS.

‘“(a) QUALIFIED SCHOOL CONSTRUCTION
BoND.—For purposes of this subchapter, the
term ‘qualified school construction bond’
means any bond issued as part of an issue
if—

‘(1) 95 percent or more of the proceeds of
such issue are to be used for the construc-
tion, rehabilitation, or repair of a public
school facility or for the acquisition of land
on which such a facility is to be constructed
with part of the proceeds of such issue,

‘“(2) the bond is issued by a State or local
government within the jurisdiction of which
such school is located,

‘“(3) the issuer designates such bond for
purposes of this section, and

‘“(4) the term of each bond which is part of
such issue does not exceed 15 years.

“(b) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (a) by any issuer shall not exceed the
sum of—

‘(1) the limitation amount allocated under
subsection (d) for such calendar year to such
issuer, and

‘“(2) if such issuer is a large local edu-
cational agency (as defined in subsection
(e)(4)) or is issuing on behalf of such an agen-
cy, the limitation amount allocated under
subsection (e) for such calendar year to such
agency.

“(c) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—There is a national
qualified school construction bond limita-
tion for each calendar year. Such limitation
is—

‘(1) $11,000,000,000 for 2002,

€“(2) $11,000,000,000 for 2003, and

““(3) except as provided in subsection (f),
zero after 2003.

“(d) 60 PERCENT OF LIMITATION ALLOCATED
AMONG STATES.—

‘(1) IN GENERAL.—60 percent of the limita-
tion applicable under subsection (c) for any
calendar year shall be allocated by the Sec-
retary among the States in proportion to the
respective numbers of children in each State
who have attained age 5 but not age 18 for
the most recent fiscal year ending before
such calendar year. The limitation amount
allocated to a State under the preceding sen-
tence shall be allocated by the State to
issuers within such State.

€“(2) MINIMUM ALLOCATIONS TO STATES.—

‘“(A) IN GENERAL.—The Secretary shall ad-
just the allocations under this subsection for
any calendar year for each State to the ex-
tent necessary to ensure that the sum of—

‘“(i) the amount allocated to such State
under this subsection for such year, and
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‘(i) the aggregate amounts allocated
under subsection (e) to large local edu-
cational agencies in such State for such
year,
is not less than an amount equal to such
State’s minimum percentage of the amount
to be allocated under paragraph (1) for the
calendar year.

‘(B) MINIMUM PERCENTAGE.—A State’s min-
imum percentage for any calendar year is
the minimum percentage described in sec-
tion 1124(d) of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6334(d)) for
such State for the most recent fiscal year
ending before such calendar year.

“(3) ALLOCATIONS TO CERTAIN POSSES-
SIONS.—The amount to be allocated under
paragraph (1) to any possession of the United
States other than Puerto Rico shall be the
amount which would have been allocated if
all allocations under paragraph (1) were
made on the basis of respective populations
of individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et). In making other allocations, the amount
to be allocated under paragraph (1) shall be
reduced by the aggregate amount allocated
under this paragraph to possessions of the
United States.

‘“(4) ALLOCATIONS FOR INDIAN SCHOOLS.—In
addition to the amounts otherwise allocated
under this subsection, $200,000,000 for cal-
endar year 2002, and $200,000,000 for calendar
year 2003, shall be allocated by the Secretary
of the Interior for purposes of the construc-
tion, rehabilitation, and repair of schools
funded by the Bureau of Indian Affairs. In
the case of amounts allocated under the pre-
ceding sentence, Indian tribal governments
(as defined in section 7871) shall be treated as
qualified issuers for purposes of this sub-
chapter.

““(e) 40 PERCENT OF LIMITATION ALLOCATED
AMONG LARGEST SCHOOL DISTRICTS.—

‘(1) IN GENERAL.—40 percent of the limita-
tion applicable under subsection (c) for any
calendar year shall be allocated under para-
graph (2) by the Secretary among local edu-
cational agencies which are large local edu-
cational agencies for such year.

¢“(2) ALLOCATION FORMULA.—The amount to
be allocated under paragraph (1) for any cal-
endar year shall be allocated among large
local educational agencies in proportion to
the respective amounts each such agency re-
ceived for Basic Grants under subpart 2 of
part A of title I of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6331
et seq.) for the most recent fiscal year end-
ing before such calendar year.

‘“(3) ALLOCATION OF UNUSED LIMITATION TO
STATE.—The amount allocated under this
subsection to a large local educational agen-
cy for any calendar year may be reallocated
by such agency to the State in which such
agency is located for such calendar year.
Any amount reallocated to a State under the
preceding sentence may be allocated as pro-
vided in subsection (d)(1).

‘“(4) LARGE LOCAL EDUCATIONAL AGENCY.—
For purposes of this section, the term ‘large
local educational agency’ means, with re-
spect to a calendar year, any local edu-
cational agency if such agency is—

“‘(A) among the 100 local educational agen-
cies with the largest numbers of children
aged 5 through 17 from families living below
the poverty level, as determined by the Sec-
retary using the most recent data available
from the Department of Commerce that are
satisfactory to the Secretary, or

“(B) 1 of not more than 25 local edu-
cational agencies (other than those described
in subparagraph (A)) that the Secretary of
Education determines (based on the most re-
cent data available satisfactory to the Sec-
retary) are in particular need of assistance,
based on a low level of resources for school
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construction, a high level of enrollment
growth, or such other factors as the Sec-
retary deems appropriate.

‘“(f) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘(1) the amount allocated under subsection
(d) to any State, exceeds

‘(2) the amount of bonds issued during
such year which are designated under sub-
section (a) pursuant to such allocation,
the limitation amount under such subsection
for such State for the following calendar
year shall be increased by the amount of
such excess. A similar rule shall apply to the
amounts allocated under subsection (d)(4) or
(e).

‘(g) SPECIAL RULES RELATING TO ARBI-
TRAGE.—

‘(1) IN GENERAL.—A bond shall not be
treated as failing to meet the requirement of
subsection (a)(1) solely by reason of the fact
that the proceeds of the issue of which such
bond is a part are invested for a temporary
period (but not more than 36 months) until
such proceeds are needed for the purpose for
which such issue was issued.

‘(2) BINDING COMMITMENT REQUIREMENT.—
Paragraph (1) shall apply to an issue only if,
as of the date of issuance, there is a reason-
able expectation that—

““(A) at least 10 percent of the proceeds of
the issue will be spent within the 6-month
period beginning on such date for the pur-
pose for which such issue was issued, and

‘“(B) the remaining proceeds of the issue
will be spent with due diligence for such pur-
pose.

‘(3) EARNINGS ON PROCEEDS.—Any earnings
on proceeds during the temporary period
shall be treated as proceeds of the issue for
purposes of applying subsection (a)(1) and
paragraph (1) of this subsection.

“SEC. 1400M. QUALIFIED ZONE ACADEMY BONDS.

‘‘(a) QUALIFIED ZONE ACADEMY BOND.—For
purposes of this subchapter—

‘(1) IN GENERAL.—The term ‘qualified zone
academy bond’ means any bond issued as
part of an issue if—

‘“(A) 95 percent or more of the proceeds of
such issue are to be used for a qualified pur-
pose with respect to a qualified zone acad-
emy established by a local educational agen-
cy,

‘“(B) the bond is issued by a State or local
government within the jurisdiction of which
such academy is located,

“(C) the issuer—

‘(i) designates such bond for purposes of
this section,

‘‘(ii) certifies that it has written assur-
ances that the private business contribution
requirement of paragraph (2) will be met
with respect to such academy, and

‘“(iii) certifies that it has the written ap-
proval of the local educational agency for
such bond issuance, and

‘(D) the term of each bond which is part of
such issue does not exceed 15 years.

Rules similar to the rules of section 1400L(g)
shall apply for purposes of paragraph (1).

‘(2) PRIVATE BUSINESS CONTRIBUTION RE-
QUIREMENT.—

‘““(A) IN GENERAL.—For purposes of para-
graph (1), the private business contribution
requirement of this paragraph is met with
respect to any issue if the local educational
agency that established the qualified zone
academy has written commitments from pri-
vate entities to make qualified contributions
having a present value (as of the date of
issuance of the issue) of not less than 10 per-
cent of the proceeds of the issue.

“(B) QUALIFIED CONTRIBUTIONS.—For pur-
poses of subparagraph (A), the term ‘quali-
fied contribution’ means any contribution
(of a type and quality acceptable to the local
educational agency) of—
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‘(1) equipment for use in the qualified zone
academy (including state-of-the-art tech-
nology and vocational equipment),

‘(i) technical assistance in developing
curriculum or in training teachers in order
to promote appropriate market driven tech-
nology in the classroom,

‘(iii) services of employees as volunteer
mentors,

‘“(iv) internships, field trips, or other edu-
cational opportunities outside the academy
for students, or

‘‘(v) any other property or service specified
by the local educational agency.

“(3) QUALIFIED ZONE ACADEMY.—The term
‘qualified zone academy’ means any public
school (or academic program within a public
school) which is established by and operated
under the supervision of a local educational
agency to provide education or training
below the postsecondary level if—

‘“(A) such public school or program (as the
case may be) is designed in cooperation with
business to enhance the academic cur-
riculum, increase graduation and employ-
ment rates, and better prepare students for
the rigors of college and the increasingly
complex workforce,

‘“(B) students in such public school or pro-
gram (as the case may be) will be subject to
the same academic standards and assess-
ments as other students educated by the
local educational agency,

‘“(C) the comprehensive education plan of
such public school or program is approved by
the local educational agency, and

‘“(D)(i) such public school is located in an
empowerment zone or enterprise community
(including any such zone or community des-
ignated after the date of the enactment of
this section), or

‘‘(i1) there is a reasonable expectation (as
of the date of issuance of the bonds) that at
least 35 percent of the students attending
such school or participating in such program
(as the case may be) will be eligible for free
or reduced-cost lunches under the school
lunch program established under the Na-
tional School Lunch Act.

‘“(4) QUALIFIED PURPOSE.—The term ‘quali-
fied purpose’ means, with respect to any
qualified zone academy—

‘“(A) constructing, rehabilitating, or re-
pairing the public school facility in which
the academy is established,

‘(B) acquiring the land on which such fa-
cility is to be constructed with part of the
proceeds of such issue,

‘“(C) providing equipment for use at such
academy,

‘(D) developing course materials for edu-
cation to be provided at such academy, and

‘(E) training teachers and other school
personnel in such academy.

“(b) LIMITATIONS ON AMOUNT OF BONDS
DESIGNATED.—

‘(1) IN GENERAL.—There is a national zone
academy bond limitation for each calendar
year. Such limitation is—

““(A) $400,000,000 for 1998,

“(B) $400,000,000 for 1999,

““(C) $400,000,000 for 2000,

‘(D) $400,000,000 for 2001,

“(E) $1,400,000,000 for 2002,

“(F) $1,400,000,000 for 2003, and

‘(G) except as provided in paragraph (3),
zero after 2003.

““(2) ALLOCATION OF LIMITATION.—

““(A) ALLOCATION AMONG STATES.—

(1) 1998, 1999, 2000, AND 2001 LIMITATIONS.—
The national zone academy bond limitations
for calendar years 1998, 1999, 2000, and 2001
shall be allocated by the Secretary among
the States on the basis of their respective
populations of individuals below the poverty
line (as defined by the Office of Management
and Budget).
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‘‘(ii) LIMITATION AFTER 2001.—The national
zone academy bond limitation for any cal-
endar year after 2001 shall be allocated by
the Secretary among the States in propor-
tion to the respective amounts each such
State received for Basic Grants under sub-
part 2 of part A of title I of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 6331 et seq.) for the most recent fiscal
year ending before such calendar year.

‘“(B) ALLOCATION TO LOCAL EDUCATIONAL
AGENCIES.—The limitation amount allocated
to a State under subparagraph (A) shall be
allocated by the State to qualified zone
academies within such State.

‘“(C) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (a) with respect to any qualified zone
academy shall not exceed the limitation
amount allocated to such academy under
subparagraph (B) for such calendar year.

‘“(3) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

““(A) the limitation amount under this sub-
section for any State, exceeds

‘“(B) the amount of bonds issued during
such year which are designated under sub-
section (a) (or the corresponding provisions
of prior law) with respect to qualified zone
academies within such State,
the limitation amount under this subsection
for such State for the following calendar
year shall be increased by the amount of
such excess.”’

(b) REPORTING.—Subsection (d) of section
6049 (relating to returns regarding payments
of interest) is amended by adding at the end
the following new paragraph:

‘(8) REPORTING OF CREDIT ON QUALIFIED
PUBLIC SCHOOL MODERNIZATION BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 1400K(f) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 1400K(d)(2)).

‘“(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection
(b)(4) of this section shall be applied without
regard to subparagraphs (A), (H), (1), (J), (K),
and (L)().

‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”

(c) CONFORMING AMENDMENTS.—

(1) Subchapter U of chapter 1 is amended
by striking part IV, by redesignating part V
as part IV, and by redesignating section
1397F as section 1397E.

(2) The table of subchapters for chapter 1 is
amended by adding at the end the following
new item:

“Subchapter Y. Public school modernization
provisions.”
(3) The table of parts of subchapter U of
chapter 1 is amended by striking the last 2
items and inserting the following item:

“Part IV. Regulations.”

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to obliga-
tions issued after December 31, 2001.

(2) REPEAL OF RESTRICTION ON ZONE ACAD-
EMY BOND HOLDERS.—In the case of bonds to
which section 1397E of the Internal Revenue
Code of 1986 (as in effect before the date of
the enactment of this Act) applies, the limi-
tation of such section to eligible taxpayers



May 21, 2001

(as defined in subsection (d)(6) of such sec-

tion) shall not apply after the date of the en-

actment of this Act.

SEC. 422. APPLICATION OF CERTAIN LABOR
STANDARDS ON CONSTRUCTION
PROJECTS FINANCED UNDER PUB-
LIC SCHOOL MODERNIZATION PRO-
GRAM.

Section 439 of the General Education Pro-
visions Act (relating to labor standards) is
amended—

(1) by inserting ‘‘(a)”’ before ‘‘All laborers
and mechanics’’, and

(2) by adding at the end the following:

“(b)(1) For purposes of this section, the
term ‘applicable program’ also includes the
qualified zone academy bond provisions en-
acted by section 226 of the Taxpayer Relief
Act of 1997 and the program established by
section 421 of the Economic Stimulus Tax
Cut Act of 2001.

‘“(2) A State or local government partici-
pating in a program described in paragraph
(1) shall—

““(A) in the awarding of contracts, give pri-
ority to contractors with substantial num-
bers of employees residing in the local edu-
cation area to be served by the school being
constructed; and

‘(B) include in the construction contract
for such school a requirement that the con-
tractor give priority in hiring new workers
to individuals residing in such local edu-
cation area.

‘(3) In the case of a program described in
paragraph (1), nothing in this subsection or
subsection (a) shall be construed to deny any
tax credit allowed under such program. If
amounts are required to be withheld from
contractors to pay wages to which workers
are entitled, such amounts shall be treated
as expended for construction purposes in de-
termining whether the requirements of such
program are met.”.

SEC. 423. EMPLOYMENT AND TRAINING ACTIVI-
TIES RELATING TO CONSTRUCTION
OR RECONSTRUCTION OF PUBLIC
SCHOOL FACILITIES.

(a) IN GENERAL.—Section 134 of the Work-
force Investment Act of 1998 (29 U.S.C. 2864)
is amended by adding at the end the fol-
lowing:

“(f) LocAL EMPLOYMENT AND TRAINING AC-
TIVITIES RELATING TO CONSTRUCTION OR RE-
CONSTRUCTION OF PUBLIC SCHOOL FACILI-
TIES.—

‘(1) IN GENERAL.—In order to provide train-
ing services related to construction or recon-
struction of public school facilities receiving
funding assistance under an applicable pro-
gram, each State shall establish a special-
ized program of training meeting the fol-
lowing requirements:

‘““(A) The specialized program provides
training for jobs in the construction indus-
try.

‘(B) The program provides trained workers
for projects for the construction or recon-
struction of public school facilities receiving
funding assistance under an applicable pro-
gram.

‘“(C) The program ensures that skilled
workers (residing in the area to be served by
the school facilities) will be available for the
construction or reconstruction work.

‘“(2) COORDINATION.—The specialized pro-
gram established under paragraph (1) shall
be integrated with other activities under
this Act, with the activities carried out
under the National Apprenticeship Act of
1937 by the State Apprenticeship Council or
through the Bureau of Apprenticeship and
Training in the Department of Labor, as ap-
propriate, and with activities carried out
under the Carl D. Perkins Vocational and
Technical Education Act of 1998. Nothing in
this subsection shall be construed to require
services duplicative of those referred to in
the preceding sentence.
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‘“(3) APPLICABLE PROGRAM.—In this sub-
section, the term ‘applicable program’ has
the meaning given the term in section 439(b)
of the General Education Provisions Act (re-
lating to labor standards).”.

(b) STATE PLAN.—Section 112(b)(17)(A) of
the Workforce Investment Act of 1998 (29
U.S.C. 2822(b)(17)(A)) is amended—

(1) in clause (iii), by striking ‘“‘and’ at the
end;

(2) by redesignating clause (iv) as clause
(v); and

(3) by inserting after clause (iii) the fol-
lowing:

‘“(iv) how the State will establish and
carry out a specialized program of training
under section 134(f); and’.

Subtitle D—Indian School Construction Act
SEC. 431. INDIAN SCHOOL CONSTRUCTION.

(a) DEFINITIONS.—In this section:

(1) BUREAU.—The term ‘‘Bureau’’ means
the Bureau of Indian Affairs of the Depart-
ment of the Interior.

(2) INDIAN.—The term ‘‘Indian’’ means any
individual who is a member of a tribe.

(3) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of the Interior.

(4) TRIBAL SCHOOL.—The term ‘‘tribal
school” means an elementary school, sec-
ondary school, or dormitory that is operated
by a tribal organization or the Bureau for
the education of Indian children and that re-
ceives financial assistance for its operation
under an appropriation for the Bureau under
section 102, 103(a), or 208 of the Indian Self-
Determination and Education Assistance Act
(25 U.S.C. 4501, 450h(a), and 458d) or under the
Tribally Controlled Schools Act of 1988 (25
U.S.C. 2501 et seq.) under a contract, a grant,
or an agreement, or for a Bureau-operated
school.

(5) TRIBE.—The term ‘‘tribe’” has the mean-
ing given the term ‘Indian tribal govern-
ment’”’ by section 7701(a)(40) of the Internal
Revenue Code of 1986, including the applica-
tion of section 7871(d) of such Code. Such
term includes any consortium of tribes ap-
proved by the Secretary.

(b) ISSUANCE OF BONDS.—

(1) IN GENERAL.—The Secretary shall estab-
lish a pilot program under which eligible
tribes have the authority to issue qualified
tribal school modernization bonds to provide
funding for the construction, rehabilitation,
or repair of tribal schools, including the ad-
vance planning and design thereof.

(2) ELIGIBILITY.—

(A) IN GENERAL.—To be eligible to issue
any qualified tribal school modernization
bond under the program under paragraph (1),
a tribe shall—

(i) prepare and submit to the Secretary a
plan of construction that meets the require-
ments of subparagraph (B);

(ii) provide for quarterly and final inspec-
tion of the project by the Bureau; and

(iii) pledge that the facilities financed by
such bond will be used primarily for elemen-
tary and secondary educational purposes for
not less than the period such bond remains
outstanding.

(B) PLAN OF CONSTRUCTION.—A plan of con-
struction meets the requirements of this
subparagraph if such plan—

(i) contains a description of the construc-
tion to be undertaken with funding provided
under a qualified tribal school modernization
bond;

(ii) demonstrates that a comprehensive
survey has been undertaken concerning the
construction needs of the tribal school in-
volved;

(iii) contains assurances that funding
under the bond will be used only for the ac-
tivities described in the plan;

(iv) contains response to the evaluation
criteria contained in Instructions and Appli-
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cation for Replacement School Construction,
Revision 6, dated February 6, 1999; and

(v) contains any other reasonable and re-
lated information determined appropriate by
the Secretary.

(C) PRIORITY.—In determining whether a
tribe is eligible to participate in the program
under this subsection, the Secretary shall
give priority to tribes that, as demonstrated
by the relevant plans of construction, will
fund projects—

(i) described in the Education Facilities
Replacement Construction Priorities List as
of FY 2000 of the Bureau of Indian Affairs (65
Fed. Reg. 4623-4624);

(ii) described in any subsequent priorities
list published in the Federal Register; or

(iii) which meet the criteria for ranking
schools as described in Instructions and Ap-
plication for Replacement School Construc-
tion, Revision 6, dated February 6, 1999.

(D) ADVANCE PLANNING AND DESIGN FUND-
ING.—A tribe may propose in its plan of con-
struction to receive advance planning and
design funding from the tribal school mod-
ernization escrow account established under
paragraph (6)(B). Before advance planning
and design funds are allocated from the es-
crow account, the tribe shall agree to issue
qualified tribal school modernization bonds
after the receipt of such funds and agree as
a condition of each bond issuance that the
tribe will deposit into such account or a fund
managed by the trustee as described in para-
graph (4)(C) an amount equal to the amount
of such funds received from the escrow ac-
count.

(3) PERMISSIBLE ACTIVITIES.—In addition to
the use of funds permitted under paragraph
(1), a tribe may use amounts received
through the issuance of a qualified tribal
school modernization bond to—

(A) enter into and make payments under
contracts with licensed and bonded archi-
tects, engineers, and construction firms in
order to determine the needs of the tribal
school and for the design and engineering of
the school;

(B) enter into and make payments under
contracts with financial advisors, under-
writers, attorneys, trustees, and other pro-
fessionals who would be able to provide as-
sistance to the tribe in issuing bonds; and

(C) carry out other activities determined
appropriate by the Secretary.

(4) BOND TRUSTEE.—

(A) IN GENERAL.—Notwithstanding any
other provision of law, any qualified tribal
school modernization bond issued by a tribe
under this subsection shall be subject to a
trust agreement between the tribe and a
trustee.

(B) TRUSTEE.—Any bank or trust company
that meets requirements established by the
Secretary may be designated as a trustee
under subparagraph (A).

(C) CONTENT OF TRUST AGREEMENT.—A trust
agreement entered into by a tribe under this
paragraph shall specify that the trustee,
with respect to any bond issued under this
subsection shall—

(i) act as a repository for the proceeds of
the bond;

(ii) make payments to bondholders;

(iii) receive, as a condition to the issuance
of such bond, a transfer of funds from the
tribal school modernization escrow account
established under paragraph (6)(B) or from
other funds furnished by or on behalf of the
tribe in an amount, which together with in-
terest earnings from the investment of such
funds in obligations of or fully guaranteed by
the United States or from other investments
authorized by paragraph (10), will produce
moneys sufficient to timely pay in full the
entire principal amount of such bond on the
stated maturity date therefor;
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(iv) invest the funds received pursuant to
clause (iii) as provided by such clause; and

(v) hold and invest the funds in a seg-
regated fund or account under the agree-
ment, which fund or account shall be applied
solely to the payment of the costs of items
described in paragraph (3).

(D) REQUIREMENTS FOR MAKING DIRECT PAY-
MENTS.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, the trustee shall
make any payment referred to in subpara-
graph (C)(v) in accordance with requirements
that the tribe shall prescribe in the trust
agreement entered into under subparagraph
(C). Before making a payment to a con-
tractor under subparagraph (C)(v), the trust-
ee shall require an inspection of the project
by a local financial institution or an inde-
pendent inspecting architect or engineer, to
ensure the completion of the project.

(ii) CONTRACTS.—Each contract referred to
in paragraph (3) shall specify, or be renegoti-
ated to specify, that payments under the
contract shall be made in accordance with
this paragraph.

(5) PAYMENTS OF PRINCIPAL AND INTEREST.—

(A) PRINCIPAL.—No principal payments on
any qualified tribal school modernization
bond shall be required until the final, stated
maturity of such bond, which stated matu-
rity shall be within 15 years from the date of
issuance. Upon the expiration of such period,
the entire outstanding principal under the
bond shall become due and payable.

(B) INTEREST.—In lieu of interest on a
qualified tribal school modernization bond
there shall be awarded a tax credit under
section 1400K of the Internal Revenue Code
of 1986.

(6) BOND GUARANTEES.—

(A) IN GENERAL.—Payment of the principal
portion of a qualified tribal school mod-
ernization bond issued under this subsection
shall be guaranteed solely by amounts depos-
ited with each respective bond trustee as de-
scribed in paragraph (4)(C)(iii).

(B) ESTABLISHMENT OF ACCOUNT.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, beginning in fiscal
year 2002, from amounts made available for
school replacement under the construction
account of the Bureau, the Secretary is au-
thorized to deposit not more than $30,000,000
each fiscal year into a tribal school mod-
ernization escrow account.

(ii) PAYMENTS.—The Secretary shall use
any amounts deposited in the escrow ac-
count under clauses (i) and (iii) to make pay-
ments to trustees appointed and acting pur-
suant to paragraph (4) or to make payments
described in paragraph (2)(D).

(iii) TRANSFERS OF EXCESS PROCEEDS.—EXx-
cess proceeds held under any trust agree-
ment that are not needed for any of the pur-
poses described in clauses (iii) and (v) of
paragraph (4)(C) shall be transferred, from
time to time, by the trustee for deposit into
the tribal school modernization escrow ac-
count.

(7) LIMITATIONS.—

(A) OBLIGATION TO REPAY.—Notwith-
standing any other provision of law, the
principal amount on any qualified tribal
school modernization bond issued under this
subsection shall be repaid only to the extent
of any escrowed funds furnished under para-
graph (4)(C)(iii). No qualified tribal school
modernization bond issued by a tribe shall be
an obligation of, nor shall payment of the
principal thereof be guaranteed by, the
United States, the tribes, nor their schools.

(B) LAND AND FACILITIES.—Any land or fa-
cilities purchased or improved with amounts
derived from qualified tribal school mod-
ernization bonds issued under this subsection
shall not be mortgaged or used as collateral
for such bonds.
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(8) SALE OF BONDS.—Qualified tribal school
modernization bonds may be sold at a pur-
chase price equal to, in excess of, or at a dis-
count from the par amount thereof.

(9) TREATMENT OF TRUST AGREEMENT EARN-
INGS.—Any amounts earned through the in-
vestment of funds under the control of a
trustee under any trust agreement described
in paragraph (4) shall not be subject to Fed-
eral income tax.

(10) INVESTMENT OF SINKING FUNDS.—Any
sinking fund established for the purpose of
the payment of principal on a qualified trib-
al school modernization bond shall be in-
vested in obligations issued by or guaranteed
by the United States or in such other assets
as the Secretary of the Treasury may by reg-
ulation allow.

(c) EXPANSION OF INCENTIVES FOR TRIBAL
SCHOOLS.—Chapter 1, as amended by section
421, is amended by adding at the end the fol-
lowing new subchapter:

“Subchapter Z—Tribal School Modernization

Provisions
‘“‘Sec. 1400N. Credit to holders of qualified
tribal school modernization
bonds.

“SEC. 1400N. CREDIT TO HOLDERS OF QUALIFIED
TRIBAL SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified tribal
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

‘(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified tribal school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘“(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified tribal
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘(B) the outstanding face amount of the
bond.

“(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
date of sale of the issue) on outstanding
long-term corporate obligations (as deter-
mined by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

‘“(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘“(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

¢“(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
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the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

“(d) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND; OTHER DEFINITIONS.—For pur-
poses of this section—

‘(1) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND.—

“‘(A) IN GENERAL.—The term ‘qualified trib-
al school modernization bond’ means, subject
to subparagraph (B), any bond issued as part
of an issue under section 421(c) of the Eco-
nomic Stimulus Tax Cut Act of 2001, as in ef-
fect on the date of the enactment of this sec-
tion, if—

‘(i) 95 percent or more of the proceeds of
such issue are to be used for the construc-
tion, rehabilitation, or repair of a school fa-
cility funded by the Bureau of Indian Affairs
of the Department of the Interior or for the
acquisition of land on which such a facility
is to be constructed with part of the proceeds
of such issue,

‘‘(ii) the bond is issued by a tribe,

‘“(iii) the issuer designates such bond for
purposes of this section, and

“‘(iv) the term of each bond which is part of
such issue does not exceed 15 years.

“(B) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—

‘(i) NATIONAL LIMITATION.—There is a na-
tional qualified tribal school modernization
bond limitation for each calendar year. Such
limitation is—

*“(I) $200,000,000 for 2002,

¢“(IT) $200,000,000 for 2003, and

‘“(I1II) zero after 2004.

“(ii) ALLOCATION OF LIMITATION.—The na-
tional qualified tribal school modernization
bond limitation shall be allocated to tribes
by the Secretary of the Interior subject to
the provisions of section 421(c) of the Eco-
nomic Stimulus Tax Cut Act of 2001, as in ef-
fect on the date of the enactment of this sec-
tion.

¢‘(iii) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (d)(1) with respect to any tribe shall
not exceed the limitation amount allocated
to such government under clause (ii) for such
calendar year.

‘‘(iv) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

“(I) the limitation amount under this sub-
paragraph, exceeds

‘(IT) the amount of qualified tribal school
modernization bonds issued during such
year,
the limitation amount under this subpara-
graph for the following calendar year shall
be increased by the amount of such excess.
The preceding sentence shall not apply if
such following calendar year is after 2010.

‘“(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

‘“(A) March 15,

‘4(B) June 15,

‘(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘“(3) BoND.—The term ‘bond’ includes any
obligation.

‘“(4) TRIBE.—The term ‘tribe’ has the mean-
ing given the term ‘Indian tribal govern-
ment’ by section 7701(a)(40), including the ap-
plication of section 7871(d). Such term in-
cludes any consortium of tribes approved by
the Secretary of the Interior.

‘“(e) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
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section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

“(f) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified tribal
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

‘“(g) CREDITS MAY BE STRIPPED.—Under
regulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified tribal school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

‘“(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
qualified tribal school modernization bond as
if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

““(h) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied tribal school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

‘(1) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

“(j) CREDIT TREATED AS ALLOWED UNDER
PART IV OF SUBCHAPTER A.—For purposes of
subtitle F, the credit allowed by this section
shall be treated as a credit allowable under
part IV of subchapter A of this chapter.

‘“(k) REPORTING.—Issuers of qualified tribal
school modernization bonds shall submit re-
ports similar to the reports required under
section 149(e).”.

(d) REPORTING.—Subsection (d) of section
6049 (relating to returns regarding payments
of interest), as amended by section 421, is
amended by adding at the end the following
new paragraph:

‘(9) REPORTING OF CREDIT ON QUALIFIED
TRIBAL SCHOOL MODERNIZATION BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 1400N(e) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 1400N(d)(2)).

‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection
(b)(4) of this section shall be applied without
regard to subparagraphs (A), (H), (1), (J), (K),
and (L)@).

‘“(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”’

(e) CONFORMING AMENDMENTS.—The table
of subchapters for chapter 1, as amended by
section 421, is amended by adding at the end
the following new item:

“Subchapter Z. Tribal school modernization
provisions.”
(f) ADDITIONAL PROVISIONS.—
(1) SOVEREIGN IMMUNITY.—This section and
the amendments made by this section shall
not be construed to impact, limit, or affect

CONGRESSIONAL RECORD — SENATE

the sovereign immunity of the Federal Gov-
ernment or any State or tribal government.

(2) APPLICATION.—This section and the
amendments made by this section shall take
effect on the date of the enactment of this
Act with respect to bonds issued after De-
cember 31, 2001, regardless of the status of
regulations promulgated thereunder.

Subtitle E—Other Provisions
SEC. 441. DEDUCTION FOR HIGHER EDUCATION
EXPENSES.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 (relating to additional
itemized deductions for individuals) is
amended by redesignating section 222 as sec-
tion 223 and by inserting after section 221 the
following:

“SEC. 222. QUALIFIED TUITION AND RELATED EX-
PENSES.

‘“(a) ALLOWANCE OF DEDUCTION.—In the
case of an individual, there shall be allowed
as a deduction an amount equal to the quali-
fied tuition and related expenses paid by the
taxpayer during the taxable year.

““(b) DOLLAR LIMITATIONS.—

‘(1) IN GENERAL.—The amount allowed as a
deduction under subsection (a) with respect
to the taxpayer for any taxable year shall
not exceed the applicable dollar limit.

““(2) APPLICABLE DOLLAR LIMIT.—

““(A) 2002 AND 2003.—In the case of a taxable
year beginning in 2002 or 2003, the applicable
dollar limit shall be equal to—

“(1) in the case of a taxpayer whose ad-
justed gross income for the taxable year does
not exceed $65,000 ($130,000 in the case of a
joint return), $3,000, and—

“(ii) in the case of any other taxpayer,
Zero.

‘“(B) 2004 AND 2005.—In the case of a taxable
year beginning in 2004 or 2005, the applicable
dollar amount shall be equal to—

‘(i) in the case of a taxpayer whose ad-
justed gross income for the taxable year does
not exceed $65,000 ($130,000 in the case of a
joint return), $5,000, and

‘(i) in the case of any other taxpayer,
Zero.

“(C) ADJUSTED GROSS INCOME.—For pur-
poses of this paragraph, adjusted gross in-
come shall be determined—

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

‘“(ii) after application of sections 86, 135,
137, 219, 221, and 469.

““(c) No DOUBLE BENEFIT.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed under subsection (a) for any expense
for which a deduction is allowed to the tax-
payer under any other provision of this chap-
ter.

¢“(2) COORDINATION WITH OTHER EDUCATION
INCENTIVES.—

‘“(A) DENIAL OF DEDUCTION IF CREDIT ELECT-
ED.—No deduction shall be allowed under
subsection (a) for a taxable year with respect
to the qualified tuition and related expenses
with respect to an individual if the taxpayer
or any other person elects to have section
25A apply with respect to such individual for
such year.

“(B) COORDINATION WITH EXCLUSIONS.—The
total amount of qualified tuition and related
expenses shall be reduced by the amount of
such expenses taken into account in deter-
mining any amount excluded under section
135, 529(c)(1), or 530(d)(2).

““(3) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins.

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

‘(1) QUALIFIED TUITION AND RELATED EX-
PENSES.—The term ‘qualified tuition and re-
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lated expenses’ has the meaning given such
term by section 25A(f). Such expenses shall
be reduced in the same manner as under sec-
tion 25A(g)(2).

¢“(2) IDENTIFICATION REQUIREMENT.—No de-
duction shall be allowed under subsection (a)
to a taxpayer with respect to the qualified
tuition and related expenses of an individual
unless the taxpayer includes the name and
taxpayer identification number of the indi-
vidual on the return of tax for the taxable
year.

¢“(3) LIMITATION ON TAXABLE YEAR OF DE-
DUCTION.—

‘“‘(A) IN GENERAL.—A deduction shall be al-
lowed under subsection (a) for qualified tui-
tion and related expenses for any taxable
year only to the extent such expenses are in
connection with enrollment at an institution
of higher education during the taxable year.

‘“(B) CERTAIN PREPAYMENTS ALLOWED.—
Subparagraph (A) shall not apply to qualified
tuition and related expenses paid during a
taxable year if such expenses are in connec-
tion with an academic term beginning during
such taxable year or during the first 3
months of the next taxable year.

‘(4) NO DEDUCTION FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—If the tax-
payer is a married individual (within the
meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s
spouse file a joint return for the taxable
year.

‘‘(5) NONRESIDENT ALIENS.—If the taxpayer
is a nonresident alien individual for any por-
tion of the taxable year, this section shall
apply only if such individual is treated as a
resident alien of the United States for pur-
poses of this chapter by reason of an election
under subsection (g) or (h) of section 6013.

‘“(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations requiring record-
keeping and information reporting.”.

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a) is
amended by inserting after paragraph (17)
the following:

¢“(18) HIGHER EDUCATION EXPENSES.—The de-
duction allowed by section 222.”.

(c) CONFORMING AMENDMENTS.—

(1) Sections 86(b)(2), 135(c)(4), 137(b)(3), and
219(g)(3) are each amended by inserting
4222, after ¢221,”.

(2) Section 221(b)(2)(C) is amended by in-
serting ‘222, before ‘911”.

(3) Section 469(1)(3)(E) is amended by strik-
ing ‘“‘and 221 and inserting ‘¢, 221, and 222”°.

(4) The table of sections for part VII of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 222 and in-
serting the following:

“Sec. 222. Qualified tuition and related ex-

penses.

‘“‘Sec. 223. Cross reference.’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made in taxable years beginning after De-
cember 31, 2001.

Subtitle F—Compliance With Congressional
Budget Act

SEC. 451. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE V—ESTATE, GIFT, AND GENERA-
TION-SKIPPING TRANSFER TAX PROVI-
SIONS

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:
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“In the case of estates
of decedents dying,

The applicable
exclusion amount

and gifts made, dur- is:
ing:
2002, 2003, 2004, 2005, and
2006 .eeeniiiiiieeieeeeans $1,000,000
2007 and 2008 $1,125,000
2009 i $1,500,000
2010 or thereafter ......... $2,000,000.”".
(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to the es-

tates of decedents dying, and gifts made,

after December 31, 2001.

SEC. 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 .eiineiieiieeiee e $1,375,000
2007 and 2008 $1,625,000
2009 iiiiiiiiie e $2,375,000
2010 or thereafter ......... $3,375,000.

‘“(C) APPLICABLE UNUSED SPOUSAL DEDUC-
TION AMOUNT.—With respect to a decedent
whose immediately predeceased spouse died
after December 31, 2001, and the estate of
such immediately predeceased spouse met
the requirements of subsection (b)(1), the ap-
plicable unused spousal deduction amount
for such decedent is equal to the excess of—

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

‘“(ii) the sum of—

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

“(IT) the amount of any increase in such
estate’s unified credit under paragraph (3)(B)
which was allowed to such estate.”.

(b) CONFORMING AMENDMENTS.—Section
2057(a)(3)(B) is amended—

(1) by striking ‘‘$675,000”’ both places it ap-
pears and inserting ‘‘the applicable deduc-
tion amount’’, and

(2) by striking ‘‘$675,000"’ in the heading and
inserting ‘‘APPLICABLE DEDUCTION AMOUNT" .

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 2001.

SEC. 503. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VI—PENSION AND INDIVIDUAL RE-

TIREMENT ARRANGEMENT PROVISIONS
Subtitle A—Individual Retirement Accounts
SEC. 601. MODIFICATION OF IRA CONTRIBUTION

LIMITS.

(a) INCREASE IN CONTRIBUTION LIMIT.—

(1) IN GENERAL.—Paragraph (1)(A) of sec-
tion 219(b) (relating to maximum amount of
deduction) is amended by striking ‘$2,000”’
and inserting ‘‘the deductible amount’’.

(2) DEDUCTIBLE AMOUNT.—Section 219(b) is
amended by adding at the end the following
new paragraph:

‘‘(5) DEDUCTIBLE AMOUNT.—For purposes of
paragraph (1)(A), the deductible amount
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shall be determined in accordance with the
following table:

“For taxable years be- The deductible

ginning in: amount is:
2002 through 2005 .................... $2,500
2006 and thereafter ................. $3,000.”

(b) CONFORMING AMENDMENTS.—

(1) Section 408(a)(1) is amended by striking
“in excess of $2,000 on behalf of any indi-
vidual” and inserting ‘‘on behalf of any indi-
vidual in excess of the amount in effect for
such taxable year under section 219(b)(1)(A)”’.

(2) Section 408(b)(2)(B) is amended by strik-
ing “$2,000” and inserting ‘‘the dollar
amount in effect under section 219(b)(1)(A)”.

(3) Section 408(b) is amended by striking
¢‘$2,000” in the matter following paragraph
(4) and inserting ‘‘the dollar amount in effect
under section 219(b)(1)(A)’.

(4) Section 408(j) is amended by striking
‘$2,000”°.

(5) Section 408(p)(8) is amended by striking
¢‘$2,000”" and inserting ‘‘the dollar amount in
effect under section 219(b)(1)(A)”’.

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

SEC. 602. DEEMED IRAS UNDER EMPLOYER
PLANS.

(a) IN GENERAL.—Section 408 (relating to
individual retirement accounts) is amended
by redesignating subsection (q) as subsection
(r) and by inserting after subsection (p) the
following new subsection:

“(q) DEEMED IRAS UNDER QUALIFIED EM-
PLOYER PLANS.—

‘(1) GENERAL RULE.—If—

‘“(A) a qualified employer plan elects to
allow employees to make voluntary em-
ployee contributions to a separate account
or annuity established under the plan, and

‘(B) under the terms of the qualified em-
ployer plan, such account or annuity meets
the applicable requirements of this section
or section 408A for an individual retirement
account or annuity,
then such account or annuity shall be treat-
ed for purposes of this title in the same man-
ner as an individual retirement plan and not
as a qualified employer plan (and contribu-
tions to such account or annuity as contribu-
tions to an individual retirement plan and
not to the qualified employer plan). For pur-
poses of subparagraph (B), the requirements
of subsection (a)(5) shall not apply.

‘(2) SPECIAL RULES FOR QUALIFIED EM-
PLOYER PLANS.—For purposes of this title, a
qualified employer plan shall not fail to
meet any requirement of this title solely by
reason of establishing and maintaining a
program described in paragraph (1).

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

““(A) QUALIFIED EMPLOYER PLAN.—The term
‘qualified employer plan’ has the meaning
given such term by section 72(p)(4); except
such term shall only include an eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)) which is maintained by an eligi-
ble employer described in section
457(e)(1)(A).

“(B) VOLUNTARY EMPLOYEE CONTRIBUTION.—
The term ‘voluntary employee contribution’
means any contribution (other than a man-
datory contribution within the meaning of
section 411(c)(2)(C))—

‘(i) which is made by an individual as an
employee under a qualified employer plan
which allows employees to elect to make
contributions described in paragraph (1), and

‘“(ii) with respect to which the individual
has designated the contribution as a con-
tribution to which this subsection applies.”.

(b) AMENDMENT OF ERISA.—

(1) IN GENERAL.—Section 4 of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1003) is amended by adding at the end
the following new subsection:
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‘‘(c) If a pension plan allows an employee
to elect to make voluntary employee con-
tributions to accounts and annuities as pro-
vided in section 408(q) of the Internal Rev-
enue Code of 1986, such accounts and annu-
ities (and contributions thereto) shall not be
treated as part of such plan (or as a separate
pension plan) for purposes of any provision of
this title other than section 403(c), 404, or 405
(relating to exclusive benefit, and fiduciary
and co-fiduciary responsibilities).”’.

(2) CONFORMING AMENDMENT.—Section 4(a)
of such Act (29 U.S.C. 1003(a)) is amended by
inserting ‘‘or (c)’’ after ‘‘subsection (b)”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to plan
years beginning after December 31, 2002.

SEC. 603. TAX-FREE DISTRIBUTIONS FROM INDI-
VIDUAL RETIREMENT ACCOUNTS
FOR CHARITABLE PURPOSES.

(a) IN GENERAL.—Subsection (d) of section
408 (relating to individual retirement ac-
counts) is amended by adding at the end the
following new paragraph:

‘(8) DISTRIBUTIONS FOR CHARITABLE PUR-
POSES.—

“‘(A) IN GENERAL.—In the case of a qualified
charitable distribution from an individual
retirement account to an organization de-
scribed in section 170(c), no amount shall be
includible in the gross income of the account
holder or beneficiary.

‘“(B) SPECIAL RULES RELATING TO CHARI-
TABLE REMAINDER TRUSTS, POOLED INCOME
FUNDS, AND CHARITABLE GIFT ANNUITIES.—

‘(i) IN GENERAL.—In the case of a qualified
charitable distribution from an individual
retirement account—

“(I) to a charitable remainder annuity
trust or a charitable remainder unitrust (as
such terms are defined in section 664(d)),

‘“(ITI) to a pooled income fund (as defined in
section 642(c)(b)), or

‘“(ITI) for the issuance of a charitable gift
annuity (as defined in section 501(m)(5)),
no amount shall be includible in gross in-
come of the account holder or beneficiary.
The preceding sentence shall apply only if no
person holds any interest in the amounts in
the trust, fund, or annuity attributable to
such distribution other than one or more of
the following: the individual for whose ben-
efit such account is maintained, the spouse
of such individual, or any organization de-
scribed in section 170(c).

‘(i) DETERMINATION OF INCLUSION OF
AMOUNTS DISTRIBUTED.—In determining the
amount includible in the gross income of the
distributee of a distribution from a trust de-
scribed in clause (i)(I) or an annuity de-
scribed in clause (i)(III), the portion of any
qualified charitable distribution to such
trust or for such annuity which would (but
for this subparagraph) have been includible
in gross income—

‘(I) in the case of any such trust, shall be
treated as income described in section
664(b)(1), or

“(IT) in the case of any such annuity, shall
not be treated as an investment in the con-
tract.

¢(iii) NO INCLUSION FOR DISTRIBUTION TO
POOLED INCOME FUND.—No amount shall be
includible in the gross income of a pooled in-
come fund (as so defined) by reason of a
qualified charitable distribution to such
fund.

¢(C) QUALIFIED CHARITABLE DISTRIBUTION.—
For purposes of this paragraph, the term
‘qualified charitable distribution’ means any
distribution from an individual retirement
account—

‘(i) which is made on or after the date that
the individual for whose benefit the account
is maintained has attained age 70%, and

‘“(ii) which is a charitable contribution (as
defined in section 170(c)) made directly from
the account to—
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“(I) an organization described in section
170(c), or

““(IT) a trust, fund, or annuity described in
subparagraph (B).

‘(D) DENIAL OF DEDUCTION.—The amount
allowable as a deduction to the taxpayer for
the taxable year under section 170 (before the
application of section 170(b)) for qualified
charitable distributions shall be reduced (but
not below zero) by the sum of the amounts of
the qualified charitable distributions during
such year which (but for this paragraph)
would have been includible in the gross in-
come of the taxpayer for such year.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 2009.

Subtitle B—Expanding Coverage
SEC. 611. PLAN LOANS FOR SUBCHAPTER S OWN-
ERS, PARTNERS, AND SOLE PROPRI-
ETORS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 4975(f)(6) (relating to exemptions not to
apply to certain transactions) is amended by
adding at the end the following new clause:

‘“(iii) LOAN EXCEPTION.—For purposes of
subparagraph (A)(i), the term ‘owner-em-
ployee’ shall only include a person described
in subclause (II) or (III) of clause (i).”.

(b) AMENDMENT OF ERISA.—Section
408(d)(2) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1108(d)(2)) is
amended by adding at the end the following
new subparagraph:

‘(C) For purposes of paragraph (1)(A), the
term ‘owner-employee’ shall only include a
person described in clause (ii) or (iii) of sub-
paragraph (A).”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 612. MODIFICATION OF TOP-HEAVY RULES.

(a) SIMPLIFICATION OF DEFINITION OF KEY
EMPLOYEE.—

(1) IN GENERAL.—Section 416(i)(1)(A) (defin-
ing key employee) is amended—

(A) by striking ‘‘or any of the 4 preceding
plan years’ in the matter preceding clause
(COk

(B) by striking clause (i) and inserting the
following:

‘(i) an officer of the employer having an
annual compensation greater than the
amount in effect under section 414(q)(1)(B)(i)
for such plan year,’’;

(C) by striking clause (ii) and redesig-
nating clauses (iii) and (iv) as clauses (ii) and
(iii), respectively;

(D) by striking the second sentence in the
matter following clause (iii), as redesignated
by subparagraph (C); and

(E) by adding at the end the following:
“For purposes of this subparagraph, in the
case of an employee who is not employed
during the preceding plan year or is em-
ployed for a portion of such year, such em-
ployee shall be treated as a key employee if
it can be reasonably anticipated that such
employee will be described in 1 of the pre-
ceding clauses for the current plan year.”.

2) CONFORMING AMENDMENT.—Section
416(1)(1)(B)(iii) is amended by striking ‘“‘and
subparagraph (A)@ii)”’.

(b) MATCHING CONTRIBUTIONS TAKEN INTO
ACCOUNT FOR MINIMUM CONTRIBUTION RE-
QUIREMENTS.—Section 416(c)(2)(A) (relating
to defined contribution plans) is amended by
adding at the end the following: ‘“‘Employer
matching contributions (as defined in sec-
tion 401(m)(4)(A)) shall be taken into account
for purposes of this subparagraph.”’.

(¢) DISTRIBUTIONS DURING LAST YEAR BE-
FORE DETERMINATION DATE TAKEN INTO AC-
COUNT.—

(1) IN GENERAL.—Paragraph (3) of section
416(g) is amended to read as follows:
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‘“(3) DISTRIBUTIONS DURING LAST YEAR BE-
FORE DETERMINATION DATE TAKEN INTO AC-
COUNT.—

‘“(A) IN GENERAL.—For purposes of deter-
mining—

‘‘(1) the present value of the cumulative ac-
crued benefit for any employee, or

‘(i) the amount of the account of any em-
ployee,
such present value or amount shall be in-
creased by the aggregate distributions made
with respect to such employee under the
plan during the l-year period ending on the
determination date. The preceding sentence
shall also apply to distributions under a ter-
minated plan which if it had not been termi-
nated would have been required to be in-
cluded in an aggregation group.

‘“(B) 5-YEAR PERIOD IN CASE OF IN-SERVICE
DISTRIBUTION.—In the case of any distribu-
tion made for a reason other than separation
from service, death, or disability, subpara-
graph (A) shall be applied by substituting ‘5-
year period’ for ‘1-year period’.”.

(2) BENEFITS NOT TAKEN INTO ACCOUNT.—
Subparagraph (E) of section 416(g)(4) is
amended—

(A) by striking ““LAST 5 YEARS” in the head-
ing and inserting ‘‘LAST YEAR BEFORE DETER-
MINATION DATE’’; and

(B) by striking ‘‘b-year period’’ and insert-
ing ‘‘1-year period’.

(d) FROZEN PLAN EXEMPT FROM MINIMUM
BENEFIT REQUIREMENT.—Subparagraph (C) of
section 416(c)(1) (relating to defined benefit
plans) is amended—

(A) by striking ‘‘clause (ii)” in clause (i)
and inserting ‘‘clause (ii) or (iii)”’; and

(B) by adding at the end the following:

“(iii) EXCEPTION FOR FROZEN PLAN.—For
purposes of determining an employee’s years
of service with the employer, any service
with the employer shall be disregarded to
the extent that such service occurs during a
plan year when the plan benefits (within the
meaning of section 410(b)) no key employee
or former key employee.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 613. ELECTIVE DEFERRALS NOT TAKEN
INTO ACCOUNT FOR PURPOSES OF
DEDUCTION LIMITS.

(a) IN GENERAL.—Section 404 (relating to
deduction for contributions of an employer
to an employees’ trust or annuity plan and
compensation under a deferred payment
plan) is amended by adding at the end the
following new subsection:

“(n) ELECTIVE DEFERRALS NOT TAKEN INTO
ACCOUNT FOR PURPOSES OF DEDUCTION LIM-
ITS.—

‘(1) IN GENERAL.—The applicable percent-
age of the amount of any elective deferrals
(as defined in section 402(g)(3)) shall not be
subject to any limitation contained in para-
graph (3), (7), or (9) of subsection (a), and
such elective deferrals shall not be taken
into account in applying any such limitation
to any other contributions.

‘(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1), the applicable per-
centage shall be determined in accordance
with the following table:

“For taxable years be- The applicable

ginning in: percentage is:

2002 through 2010 ................... 25 percent
2011 and thereafter .............. 100 percent.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 614. REPEAL OF COORDINATION REQUIRE-
MENTS FOR DEFERRED COMPENSA-
TION PLANS OF STATE AND LOCAL
GOVERNMENTS AND TAX-EXEMPT
ORGANIZATIONS.

(a) IN GENERAL.—Subsection (c) of section
457 (relating to deferred compensation plans
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of State and local governments and tax-ex-

empt organizations) is amended to read as

follows:

“‘(c) LIMITATION.—The maximum amount of
the compensation of any one individual
which may be deferred under subsection (a)
during any taxable year shall not exceed the
amount in effect under subsection (b)(2)(A)
(as modified by any adjustment provided
under subsection (b)(3)).”".

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 2001.

SEC. 615. DEDUCTION LIMITS.

(a) MODIFICATION OF LIMITS.—

(1) STOCK BONUS AND PROFIT SHARING
TRUSTS.—

(A) IN GENERAL.—Subclause (I) of section
404(a)(3)(A)(1) (relating to stock bonus and
profit sharing trusts) is amended by striking
“15 percent’’ and inserting ‘‘25 percent’’.

(B) CONFORMING AMENDMENT.—Subpara-
graph (C) of section 404(h)(1) is amended by
striking ‘15 percent’ each place it appears
and inserting ‘25 percent’’.

(2) DEFINED CONTRIBUTION PLANS.—

(A) IN GENERAL.—Clause (v) of section
404(a)(3)(A) (relating to stock bonus and prof-
it sharing trusts) is amended to read as fol-
lows:

“(v) DEFINED CONTRIBUTION PLANS SUBJECT
TO THE FUNDING STANDARDS.—Except as pro-
vided by the Secretary, a defined contribu-
tion plan which is subject to the funding
standards of section 412 shall be treated in
the same manner as a stock bonus or profit-
sharing plan for purposes of this subpara-
graph.”’

(B) CONFORMING AMENDMENTS.—

(i) Section 404(a)(1)(A) is amended by in-
serting ‘‘(other than a trust to which para-
graph (3) applies)” after ‘‘pension trust’.

(ii) Section 404(h)(2) is amended by striking
“‘stock bonus or profit-sharing trust’ and in-
serting  ‘“‘trust subject to subsection
(a)(3)(A)”.

(iii) The heading of section 404(h)(2) is
amended by striking ‘‘STOCK BONUS AND
PROFIT-SHARING TRUST” and inserting ‘‘CER-
TAIN TRUSTS” .

(b) COMPENSATION.—

(1) IN GENERAL.—Section 404(a) (relating to
general rule) is amended by adding at the
end the following:

‘(12) DEFINITION OF COMPENSATION.—For
purposes of paragraphs (3), (7), (8), and (9),
the term ‘compensation’ shall include
amounts treated as ‘participant’s compensa-
tion’ under subparagraph (C) or (D) of sec-
tion 415(c)(3).”.

(2) CONFORMING AMENDMENTS.—

(A) Subparagraph (B) of section 404(a)(3) is
amended by striking the last sentence there-
of.

(B) Clause (i) of section 4972(c)(6)(B) is
amended by striking ‘‘(within the meaning of
section 404(a))”’ and inserting ‘‘(within the
meaning of section 404(a) and as adjusted
under section 404(a)(12))”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 616. OPTION TO TREAT ELECTIVE DEFER-
RALS AS AFTER-TAX ROTH CON-
TRIBUTIONS.

(a) IN GENERAL.—Subpart A of part I of
subchapter D of chapter 1 (relating to de-
ferred compensation, etc.) is amended by in-
serting after section 402 the following new
section:

“SEC. 402A. OPTIONAL TREATMENT OF ELECTIVE
DEFERRALS AS ROTH CONTRIBU-
TIONS.

‘‘(a) GENERAL RULE.—If an applicable re-
tirement plan includes a qualified Roth con-
tribution program—

‘(1) any designated Roth contribution
made by an employee pursuant to the pro-
gram shall be treated as an elective deferral
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for purposes of this chapter, except that such
contribution shall not be excludable from
gross income, and

‘“(2) such plan (and any arrangement which
is part of such plan) shall not be treated as
failing to meet any requirement of this chap-
ter solely by reason of including such pro-
gram.

“(b) QUALIFIED ROTH CONTRIBUTION PRO-
GRAM.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified Roth
contribution program’ means a program
under which an employee may elect to make
designated Roth contributions in lieu of all
or a portion of elective deferrals the em-
ployee is otherwise eligible to make under
the applicable retirement plan.

‘(2) SEPARATE ACCOUNTING REQUIRED.—A
program shall not be treated as a qualified
Roth contribution program unless the appli-
cable retirement plan—

‘“‘(A) establishes separate accounts (‘des-
ignated Roth accounts’) for the designated
Roth contributions of each employee and
any earnings properly allocable to the con-
tributions, and

‘(B) maintains separate recordkeeping
with respect to each account.

“(c) DEFINITIONS AND RULES RELATING TO
DESIGNATED ROTH CONTRIBUTIONS.—For pur-
poses of this section—

‘(1) DESIGNATED ROTH CONTRIBUTION.—The
term ‘designated Roth contribution’ means
any elective deferral which—

“‘(A) is excludable from gross income of an
employee without regard to this section, and

‘(B) the employee designates (at such time
and in such manner as the Secretary may
prescribe) as not being so excludable.

‘“(2) DESIGNATION LIMITS.—The amount of
elective deferrals which an employee may
designate under paragraph (1) shall not ex-
ceed the excess (if any) of—

“(A) the maximum amount of elective de-
ferrals excludable from gross income of the
employee for the taxable year (without re-
gard to this section), over

‘(B) the aggregate amount of elective de-
ferrals of the employee for the taxable year
which the employee does not designate under
paragraph (1).

¢“(3) ROLLOVER CONTRIBUTIONS.—

‘“‘(A) IN GENERAL.—A rollover contribution
of any payment or distribution from a des-
ignated Roth account which is otherwise al-
lowable under this chapter may be made
only if the contribution is to—

‘(i) another designated Roth account of
the individual from whose account the pay-
ment or distribution was made, or

‘‘(ii) a Roth IRA of such individual.

‘‘(B) COORDINATION WITH LIMIT.—Any roll-
over contribution to a designated Roth ac-
count under subparagraph (A) shall not be
taken into account for purposes of paragraph
.
‘‘(d) DISTRIBUTION RULES.—For purposes of
this title—

‘(1) EXCLUSION.—Any qualified distribu-
tion from a designated Roth account shall
not be includible in gross income.

‘‘(2) QUALIFIED DISTRIBUTION.—For purposes
of this subsection—
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‘“(A) IN GENERAL.—The term ‘qualified dis-
tribution’ has the meaning given such term
by section 408A(d)(2)(A) (without regard to
clause (iv) thereof).

‘(B) DISTRIBUTIONS WITHIN NONEXCLUSION
PERIOD.—A payment or distribution from a
designated Roth account shall not be treated
as a qualified distribution if such payment or
distribution is made within the 5-taxable-
year period beginning with the earlier of—

‘(i) the first taxable year for which the in-
dividual made a designated Roth contribu-
tion to any designated Roth account estab-
lished for such individual under the same ap-
plicable retirement plan, or

‘‘(ii) if a rollover contribution was made to
such designated Roth account from a des-
ignated Roth account previously established
for such individual under another applicable
retirement plan, the first taxable year for
which the individual made a designated Roth
contribution to such previously established
account.

¢(C) DISTRIBUTIONS OF EXCESS DEFERRALS
AND CONTRIBUTIONS AND EARNINGS THEREON.—
The term ‘qualified distribution’ shall not
include any distribution of any excess defer-
ral under section 402(g)(2) or any excess con-
tribution under section 401(k)(8), and any in-
come on the excess deferral or contribution.

¢(3) TREATMENT OF DISTRIBUTIONS OF CER-
TAIN EXCESS DEFERRALS.—Notwithstanding
section 72, if any excess deferral under sec-
tion 402(g)(2) attributable to a designated
Roth contribution is not distributed on or
before the 1st April 15 following the close of
the taxable year in which such excess defer-
ral is made, the amount of such excess defer-
ral shall—

‘““(A) not be treated as investment in the
contract, and

‘(B) be included in gross income for the
taxable year in which such excess is distrib-
uted.

““(4) AGGREGATION RULES.—Section 72 shall
be applied separately with respect to dis-
tributions and payments from a designated
Roth account and other distributions and
payments from the plan.

‘‘(e) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) APPLICABLE RETIREMENT PLAN.—The
term ‘applicable retirement plan’ means—

‘“(A) an employees’ trust described in sec-
tion 401(a) which is exempt from tax under
section 501(a), and

‘(B) a plan under which amounts are con-
tributed by an individual’s employer for an
annuity contract described in section 403(b).

‘(2) ELECTIVE DEFERRAL.—The term ‘elec-
tive deferral’ means any elective deferral de-
scribed in subparagraph (A) or (C) of section
402(2)(3).”.

(b) EXCESS DEFERRALS.—Section 402(g) (re-
lating to limitation on exclusion for elective
deferrals) is amended—

(1) by adding at the end of paragraph (1)(A)
(as added by section 201(c)(1)) the following
new sentence: ‘‘The preceding sentence shall
not apply the portion of such excess as does
not exceed the designated Roth contribu-
tions of the individual for the taxable year.”’;
and
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(2) by inserting ‘‘(or would be included but
for the last sentence thereof)” after ‘‘para-
graph (1)’ in paragraph (2)(A).

(c) ROLLOVERS.—Subparagraph (B) of sec-

tion 402(c)(8) is amended by adding at the end
the following:
“If any portion of an eligible rollover dis-
tribution is attributable to payments or dis-
tributions from a designated Roth account
(as defined in section 402A), an eligible re-
tirement plan with respect to such portion
shall include only another designated Roth
account and a Roth IRA.”.

(d) REPORTING REQUIREMENTS.—

(1) W-2 INFORMATION.—Section 6051(a)(8) is
amended by inserting ¢, including the
amount of designated Roth contributions (as
defined in section 402A)” before the comma
at the end.

(2) INFORMATION.—Section 6047 is amended
by redesignating subsection (f) as subsection
(g) and by inserting after subsection (e) the
following new subsection:

“(f) DESIGNATED ROTH CONTRIBUTIONS.—
The Secretary shall require the plan admin-
istrator of each applicable retirement plan
(as defined in section 402A) to make such re-
turns and reports regarding designated Roth
contributions (as defined in section 402A) to
the Secretary, participants and beneficiaries
of the plan, and such other persons as the
Secretary may prescribe.”’.

(e) CONFORMING AMENDMENTS.—

(1) Section 408A(e) is amended by adding
after the first sentence the following new

sentence: ‘‘Such term includes a rollover
contribution described in section
402A(c)(3)(A).”.

(2) The table of sections for subpart A of
part I of subchapter D of chapter 1 is amend-
ed by inserting after the item relating to
section 402 the following new item:

‘“Sec. 402A. Optional treatment of elective
deferrals as Roth contribu-
tions.”.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2003.

SEC. 617. NONREFUNDABLE CREDIT TO CERTAIN

INDIVIDUALS FOR ELECTIVE DEFER-
RALS AND IRA CONTRIBUTIONS.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 25A the following new
section:

“SEC. 25B. ELECTIVE DEFERRALS AND IRA CON-

TRIBUTIONS BY CERTAIN INDIVID-
UALS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an eligible individual, there shall be allowed
as a credit against the tax imposed by this
subtitle for the taxable year an amount
equal to the applicable percentage of so
much of the qualified retirement savings
contributions of the eligible individual for
the taxable year as do not exceed $2,000.

“(b) APPLICABLE PERCENTAGE.—For pur-
poses of this section, the applicable percent-
age is the percentage determined in accord-
ance with the following table:

Adjusted Gross Income

Joint return

Head of a household

All other cases Applicable percentage

Over Not over Over Not over Over Not over
$0 $30,000 $0 $22,500 $0 $15,000 50
30,000 32,500 22,500 24,375 15,000 16,250 20
32,500 50,000 24,375 37,500 16,250 25,000 10
50,000 s 37,500 25,000 s 0

‘‘(c) ELIGIBLE INDIVIDUAL.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible indi-
vidual’ means any individual if such indi-

vidual has attained the age of 18 as of the
close of the taxable year.
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‘‘(2) DEPENDENTS AND FULL-TIME STUDENTS
NOT ELIGIBLE.—The term ‘eligible individual’
shall not include—

“(A) any individual with respect to whom
a deduction under section 151 is allowed to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins, and

“(B) any individual who is a student (as de-
fined in section 151(c)(4)).

‘‘(d) QUALIFIED RETIREMENT SAVINGS CON-
TRIBUTIONS.—For purposes of this section—

‘(1 IN GENERAL.—The term ‘qualified re-
tirement savings contributions’ means, with
respect to any taxable year, the sum of—

‘““(A) the amount of the qualified retire-
ment contributions (as defined in section
219(e)) made by the eligible individual,

‘(B) the amount of—

‘(i) any elective deferrals (as defined in
section 402(2)(3)) of such individual, and

‘‘(ii) any elective deferral of compensation
by such individual under an eligible deferred
compensation plan (as defined in section
457(b)) of an eligible employer described in
section 457(e)(1)(A), and

‘“(C) the amount of voluntary employee
contributions by such individual to any
qualified retirement plan (as defined in sec-
tion 4974(c)).

‘(2) REDUCTION FOR CERTAIN DISTRIBU-
TIONS.—

‘““(A) IN GENERAL.—The qualified retire-
ment savings contributions determined

under paragraph (1) shall be reduced (but not
below zero) by the sum of—

‘(i) any distribution from a qualified re-
tirement plan (as defined in section 4974(c)),
or from an eligible deferred compensation
plan (as defined in section 457(b)), received
by the individual during the testing period
which is includible in gross income, and

¢“(ii) any distribution from a Roth IRA re-
ceived by the individual during the testing
period which is not a qualified rollover con-
tribution (as defined in section 408A(e)) to a
Roth IRA.

‘(B) TESTING PERIOD.—For purposes of sub-
paragraph (A), the testing period, with re-
spect to a taxable year, is the period which
includes—

‘(1) such taxable year,

‘“(ii) the 2 preceding taxable years, and

‘“(iii) the period after such taxable year
and before the due date (including exten-
sions) for filing the return of tax for such
taxable year.

¢(C) EXCEPTED DISTRIBUTIONS.—There shall
not be taken into account under subpara-
graph (A)—

‘(i) any distribution referred to in section
72(p), 401(k)(8), 401(m)(6), 402(g)(2), 404(k), or
408(d)(4), and

“(ii) any distribution to which section
408A(d)(3) applies.

‘(D) TREATMENT OF DISTRIBUTIONS RE-
CEIVED BY SPOUSE OF INDIVIDUAL.—For pur-
poses of determining distributions received
by an individual under subparagraph (A) for
any taxable year, any distribution received
by the spouse of such individual shall be
treated as received by such individual if such
individual and spouse file a joint return for
such taxable year and for the taxable year
during which the spouse receives the dis-
tribution.

‘‘(e) ADJUSTED GROSS INCOME.—For pur-
poses of this section, adjusted gross income
shall be determined without regard to sec-
tions 911, 931, and 933.

“(f) INVESTMENT IN THE CONTRACT.—Not-
withstanding any other provision of law, a
qualified retirement savings contribution
shall not fail to be included in determining
the investment in the contract for purposes
of section 72 by reason of the credit under
this section.
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‘‘(g) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 2006.”".

(b) CREDIT ALLOWED AGAINST REGULAR TAX
AND ALTERNATIVE MINIMUM TAX.—

(1) IN GENERAL.—Section 25B, as added by
subsection (a), is amended by inserting after
subsection (f) the following new subsection:

‘(g) LIMITATION BASED ON AMOUNT OF
TAX.—The aggregate credit allowed by this
section for the taxable year shall not exceed
the sum of—

‘(1) the taxpayer’s regular tax liability for
the taxable year reduced by the sum of the
credits allowed by sections 21, 22, 23, 24, 25,
and 25A plus

‘“(2) the tax imposed by section 55 for such
taxable year.”

(2) CONFORMING AMENDMENTS.—

(A) Section 26(a)(1), as amended by section
201, is amended by inserting ‘‘or section 25B”’
after ‘‘section 24”.

(B) Section 23(c), as amended by section
201, is amended by striking ‘‘sections 24’ and
inserting ‘‘sections 24, 25B,”.

(C) Section 25(e)(1)(C), as amended by sec-
tion 201, is amended by inserting ‘‘25B,”" after
€24,

(D) Section 904(h), as amended by section
201, is amended by inserting ‘‘or 25B’ after
‘‘section 24”.

(E) Section 1400C(d), as amended by section
201, is amended by inserting ‘‘and section
25B’’ after ‘‘section 24".

(c) CONFORMING AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 25A the
following new item:

‘“Sec. 256B. Elective deferrals and IRA con-
tributions by certain individ-
uals.”

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

SEC. 618. CREDIT FOR QUALIFIED PENSION PLAN
CONTRIBUTIONS OF SMALL EM-
PLOYERS.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at
the end the following new section:
“SEC. 45E. SMALL EMPLOYER PENSION

CONTRIBUTIONS.

‘“(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan contribu-
tion credit determined under this section for
any taxable year is an amount equal to 50
percent of the amount which would (but for
subsection (f)(1)) be allowed as a deduction
under section 404 for such taxable year for
qualified employer contributions made to
any qualified retirement plan on behalf of
any employee who is not a highly com-
pensated employee.

“(b) CREDIT LIMITED TO 3 YEARS.—The
credit allowable by this section shall be al-
lowed only with respect to the period of 3
taxable years beginning with the first tax-
able year for which a credit is allowable with
respect to a plan under this section.

“(c) QUALIFIED EMPLOYER CONTRIBUTION.—
For purposes of this section—

‘(1) DEFINED CONTRIBUTION PLANS.—In the
case of a defined contribution plan, the term
‘qualified employer contribution’ means the
amount of nonelective and matching con-
tributions to the plan made by the employer
on behalf of any employee who is not a high-
ly compensated employee to the extent such
amount does not exceed 3 percent of such
employee’s compensation from the employer
for the year.

‘“(2) DEFINED BENEFIT PLANS.—In the case
of a defined benefit plan, the term ‘qualified
employer contribution’ means the amount of
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employer contributions to the plan made on
behalf of any employee who is not a highly
compensated employee to the extent that
the accrued benefit of such employee derived
from employer contributions for the year
does not exceed the equivalent (as deter-
mined under regulations prescribed by the
Secretary and without regard to contribu-
tions and benefits under the Social Security
Act) of 3 percent of such employee’s com-
pensation from the employer for the year.

‘“(d) QUALIFIED RETIREMENT PLAN.—

‘(1) IN GENERAL.—The term ‘qualified re-
tirement plan’ means any plan described in
section 401(a) which includes a trust exempt
from tax under section 501(a) if the plan
meets—

‘““(A) the contribution requirements of
paragraph (2),

‘(B) the vesting requirements of paragraph
(3), and

“(C) the distribution requirements of para-
graph (4).

¢“(2) CONTRIBUTION REQUIREMENTS.—

““(A) IN GENERAL.—The requirements of
this paragraph are met if, under the plan—

‘(i) the employer is required to make non-
elective contributions of at least 1 percent of
compensation (or the equivalent thereof in
the case of a defined benefit plan) for each
employee who is not a highly compensated
employee who is eligible to participate in
the plan, and

‘‘(ii) allocations of nonelective employer
contributions, in the case of a defined con-
tribution plan, are either in equal dollar
amounts for all employees covered by the
plan or bear a uniform relationship to the
total compensation, or the basic or regular
rate of compensation, of the employees cov-
ered by the plan (and an equivalent require-
ment is met with respect to a defined benefit
plan).

“(B) COMPENSATION LIMITATION.—The com-
pensation taken into account under subpara-
graph (A) for any year shall not exceed the
limitation in effect for such year under sec-
tion 401(a)(17).

“(3) VESTING REQUIREMENTS.—The require-
ments of this paragraph are met if the plan
satisfies the requirements of either of the
following subparagraphs:

‘“(A) 3-YEAR VESTING.—A plan satisfies the
requirements of this subparagraph if an em-
ployee who has completed at least 3 years of
service has a nonforfeitable right to 100 per-
cent of the employee’s accrued benefit de-
rived from employer contributions.

‘“(B) 5-YEAR GRADED VESTING.—A plan satis-
fies the requirements of this subparagraph if
an employee has a nonforfeitable right to a
percentage of the employee’s accrued benefit
derived from employer contributions deter-
mined under the following table:

“Years of service: The nonforfeitable
percentage is:

‘“(4) DISTRIBUTION REQUIREMENTS.—In the
case of a profit-sharing or stock bonus plan,
the requirements of this paragraph are met
if, under the plan, qualified employer con-
tributions are distributable only as provided
in section 401(k)(2)(B).

‘‘(e) OTHER DEFINITIONS.—For purposes of
this section—

(1) ELIGIBLE EMPLOYER.—

““(A) IN GENERAL.—The term ‘eligible em-
ployer’ means, with respect to any year, an
employer which has no more than 20 employ-
ees who received at least $5,000 of compensa-
tion from the employer for the preceding
year.

‘(B) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
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an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘“(2) HIGHLY COMPENSATED EMPLOYEE.—The
term ‘highly compensated employee’ has the
meaning given such term by section 414(q)
(determined without regard to section
414(a)(1)(B)(i1)).

“(f) SPECIAL RULES.—

‘(1) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of
the qualified employer contributions paid or
incurred for the taxable year which is equal
to the credit determined under subsection
(a).

‘“(2) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
taxable year if such taxpayer elects to have
this section not apply for such taxable year.

‘“(3) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

“(g) RECAPTURE OF CREDIT ON FORFEITED
CONTRIBUTIONS.—

‘(1 IN GENERAL.—Except as provided in
paragraph (2), if any accrued benefit which is
forfeitable by reason of subsection (d)(3) is
forfeited, the employer’s tax imposed by this
chapter for the taxable year in which the for-
feiture occurs shall be increased by 35 per-
cent of the employer contributions from
which such benefit is derived to the extent
such contributions were taken into account
in determining the credit under this section.

‘(2) REALLOCATED CONTRIBUTIONS.—Para-
graph (1) shall not apply to any contribution
which is reallocated by the employer under
the plan to employees who are not highly
compensated employees.”’.

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit) is amended by
striking ‘“‘plus” at the end of paragraph (12),
by striking the period at the end of para-
graph (13) and inserting ¢, plus”’, and by add-
ing at the end the following new paragraph:

‘(14) in the case of an eligible employer (as
defined in section 45E(e)), the small em-
ployer pension plan contribution credit de-
termined under section 456KE(a).”’

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d) is amended by adding at
the end the following new paragraph:

‘“(10) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN CONTRIBUTION CREDIT BEFORE
JANUARY 1, 2003.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan contribution credit determined under
section 45E may be carried back to a taxable
year beginning before January 1, 2003.”’

(2) Subsection (c) of section 196 is amended
by striking ‘‘and’ at the end of paragraph
(8), by striking the period at the end of para-
graph (9) and inserting ¢, and”’, and by add-
ing at the end the following new paragraph:

‘(10) the small employer pension plan con-
tribution credit determined under section
45E(a).”

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

‘“Sec. 45E. Small employer pension plan con-
tributions.”
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(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions paid or incurred in taxable years begin-
ning after December 31, 2002.

SEC. 619. CREDIT FOR PENSION PLAN STARTUP
COSTS OF SMALL EMPLOYERS.

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

“SEC. 45F. SMALL EMPLOYER PENSION
STARTUP COSTS.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan startup cost
credit determined under this section for any
taxable year is an amount equal to 50 per-
cent of the qualified startup costs paid or in-
curred by the taxpayer during the taxable
year.

‘“(b) DOLLAR LIMITATION.—The amount of
the credit determined under this section for
any taxable year shall not exceed—

‘(1) $500 for the first credit year and each
of the 2 taxable years immediately following
the first credit year, and

‘(2) zero for any other taxable year.

‘‘(c) ELIGIBLE EMPLOYER.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible em-
ployer’ has the meaning given such term by
section 408(p)(2)(C)(1).

‘(2) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘‘(d) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) QUALIFIED STARTUP COSTS.—

‘“(A) IN GENERAL.—The term ‘qualified
startup costs’ means any ordinary and nec-
essary expenses of an eligible employer
which are paid or incurred in connection
with—

‘(i) the establishment or administration of
an eligible employer plan, or

‘“(ii) the retirement-related education of
employees with respect to such plan.

‘“(B) PLAN MUST HAVE AT LEAST 1 PARTICI-
PANT.—Such term shall not include any ex-
pense in connection with a plan that does
not have at least 1 employee eligible to par-
ticipate who is not a highly compensated
employee.

‘(2) ELIGIBLE EMPLOYER PLAN.—The term
‘eligible employer plan’ means a qualified
employer plan within the meaning of section
4972(d).

‘“(3) FIRST CREDIT YEAR.—The term ‘first
credit year’ means—

‘“(A) the taxable year which includes the
date that the eligible employer plan to which
such costs relate becomes effective, or

‘(B) at the election of the eligible em-
ployer, the taxable year preceding the tax-
able year referred to in subparagraph (A).

‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

¢“(2) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of

PLAN

May 21, 2001

the qualified startup costs paid or incurred
for the taxable year which is equal to the
credit determined under subsection (a).

‘(3) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
taxable year if such taxpayer elects to have
this section not apply for such taxable
year.”

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit), as amended by
section 618, is amended by striking ‘‘plus’ at
the end of paragraph (13), by striking the pe-
riod at the end of paragraph (14) and insert-
ing *‘, plus’, and by adding at the end the
following new paragraph:

¢“(15) in the case of an eligible employer (as
defined in section 45F(c)), the small em-
ployer pension plan startup cost credit deter-
mined under section 45F(a).”

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d), as amended by section
618(c), is amended by adding at the end the
following new paragraph:

“(11) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN STARTUP COST CREDIT BEFORE
JANUARY 1, 2002.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan startup cost credit determined under
section 45F may be carried back to a taxable
year beginning before January 1, 2002.”

(2) Subsection (c) of section 196, as amend-
ed by section 618(c), is amended by striking
“and” at the end of paragraph (9), by strik-
ing the period at the end of paragraph (10)
and inserting ¢, and’, and by adding at the
end the following new paragraph:

‘‘(11) the small employer pension plan
startup cost credit determined under section
45F(a).”

(3) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by section 618(c), is amended by
adding at the end the following new item:

‘“Sec. 45F. Small employer
startup costs.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31, 2001, with respect to
qualified employer plans established after
such date.

SEC. 620. ELIMINATION OF USER FEE FOR RE-
QUESTS TO IRS REGARDING NEW
PENSION PLANS.

(a) ELIMINATION OF CERTAIN USER FEES.—
The Secretary of the Treasury or the Sec-
retary’s delegate shall not require payment
of user fees under the program established
under section 10511 of the Revenue Act of
1987 for requests to the Internal Revenue
Service for ruling letters, opinion letters,
and determination letters or similar requests
with respect to the qualified status of a new
pension benefit plan or any trust which is
part of the plan.

(b) NEW PENSION BENEFIT PLAN.—For pur-
poses of this section—

(1) IN GENERAL.—The term ‘‘new pension
benefit plan” means a pension, profit-shar-
ing, stock bonus, annuity, or employee stock
ownership plan which is maintained by one
or more eligible employers if such employer
(or any predecessor employer) has not made
a prior request described in subsection (a) for
such plan (or any predecessor plan).

(2) ELIGIBLE EMPLOYER.—

(A) IN GENERAL.—The term ‘‘eligible em-
ployer’’ means an employer which has—

(i) no more than 100 employees for the pre-
ceding year, and

(ii) at least one employee who is not a
highly compensated employee (as defined in
section 414(q)) and is participating in the
plan.

pension plan
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(B) NEW PLAN REQUIREMENT.—The term ‘‘el-
igible employer’” shall not include an em-
ployer if, during the 3-taxable year period
immediately preceding the taxable year in
which the request is made, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued for service, for substantially the same
employees as are in the qualified employer
plan.

(c) DETERMINATION OF AVERAGE FEES
CHARGED.—For purposes of any determina-
tion of average fees charged, any request to
which subsection (a) applies shall not be
taken into account.

(d) EFFECTIVE DATE.—The provisions of
this section shall apply with respect to re-
quests made after December 31, 2001.

SEC. 621. TREATMENT OF NONRESIDENT ALIENS
ENGAGED IN INTERNATIONAL
TRANSPORTATION SERVICES.

(a) EXCLUSION FROM INCOME SOURCING
RULES.—The second sentence of section
861(a)(3) (relating to gross income from
sources within the United States) is amended
by striking ‘‘except for purposes of sections
79 and 105 and subchapter D,”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to remu-
neration for services performed in plan years
beginning after December 31, 2001.

Subtitle C—Enhancing Fairness for Women
SEC. 631. EQUITABLE TREATMENT FOR CON-

TRIBUTIONS OF EMPLOYEES TO DE-
FINED CONTRIBUTION PLANS.

(a) EQUITABLE TREATMENT.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 415(c)(1) (relating to limitation for de-
fined contribution plans) is amended by
striking ‘25 percent’ and inserting ‘‘the ap-
plicable percentage’.

2) APPLICABLE PERCENTAGE.—Section
415(c) is amended by adding at the end the
following new paragraph:

‘(8) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1)(B), the applicable per-
centage shall be determined in accordance
with the following table:

“For years beginning The applicable

in: percentage is:
2002 through 2010 ................... 50 percent
2011 and thereafter ............. 100 percent.”.

(3) APPLICATION TO SECTION 403(b).—Section
403(b) is amended—

(A) by striking ‘‘the exclusion allowance
for such taxable year’ in paragraph (1) and
inserting ‘‘the applicable limit under section
415>,

(B) by striking paragraph (2), and

(C) by inserting ‘“‘or any amount received
by a former employee after the fifth taxable
year following the taxable year in which
such employee was terminated’ before the
period at the end of the second sentence of
paragraph (3).

(4) CONFORMING AMENDMENTS.—

(A) Subsection (f) of section 72 is amended
by striking ‘‘section 403(b)(2)(D)(iii))”’ and in-
serting ‘‘section 403(b)(2)(D)(iii), as in effect
before the enactment of the Economic Stim-
ulus Tax Cut Act of 2001)”".

(B) Section 404(a)(10)(B) is amended by
striking ¢, the exclusion allowance under
section 403(b)(2),”.

(C) Section 415(a)(2) is amended by striking
¢, and the amount of the contribution for
such portion shall reduce the exclusion al-
lowance as provided in section 403(b)(2)”’.

(D) Section 415(c)(3) is amended by adding
at the end the following new subparagraph:

‘“‘(E) ANNUITY CONTRACTS.—In the case of
an annuity contract described in section
403(b), the term ‘participant’s compensation’
means the participant’s includible com-
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pensation determined under section
403(b)(3).”.

(E) Section 415(c) is amended by striking
paragraph (4).

(F) Section 415(c)(7) is amended to read as
follows:

‘(7T) CERTAIN CONTRIBUTIONS BY CHURCH
PLANS NOT TREATED AS EXCEEDING LIMIT.—

‘“(A) IN GENERAL.—Notwithstanding any
other provision of this subsection, at the
election of a participant who is an employee
of a church or a convention or association of
churches, including an organization de-
scribed in section 414(e)(3)(B)(ii), contribu-
tions and other additions for an annuity con-
tract or retirement income account de-
scribed in section 403(b) with respect to such
participant, when expressed as an annual ad-
dition to such participant’s account, shall be
treated as not exceeding the limitation of
paragraph (1) if such annual addition is not
in excess of $10,000.

‘““(B) $40,000 AGGREGATE LIMITATION.—The
total amount of additions with respect to
any participant which may be taken into ac-
count for purposes of this subparagraph for
all years may not exceed $40,000.

“(C) ANNUAL ADDITION.—For purposes of
this paragraph, the term ‘annual addition’
has the meaning given such term by para-
graph (2).”.

(G) Subparagraph (B) of section 402(g)(7)
(as redesignated by section 611(c)(3)) is
amended by inserting before the period at
the end the following: ‘‘(as in effect before
the enactment of the Economic Stimulus
Tax Cut Act of 2001)”.

(H) Section 664(g) is amended—

(i) in paragraph (3)(E) by striking ‘‘limita-
tions under section 415(c)’’ and inserting ‘‘ap-
plicable limitation under paragraph (7)”’, and

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

“(7) APPLICABLE LIMITATION.—

‘““(A) IN GENERAL.—For purposes of para-
graph (3)(E), the applicable limitation under
this paragraph with respect to a participant
is an amount equal to the lesser of—

(1) $30,000, or

‘“(ii) 25 percent of the participant’s com-
pensation (as defined in section 415(c)(3)).

“(B) COST-OF-LIVING ADJUSTMENT.—The
Secretary shall adjust annually the $30,000
amount under subparagraph (A)({i) at the
same time and in the same manner as under
section 415(d), except that the base period
shall be the calendar quarter beginning Octo-
ber 1, 1993, and any increase under this sub-
paragraph which is not a multiple of $5,000
shall be rounded to the next lowest multiple
of $5,000.”".

(6) EFFECTIVE DATE.—

(A) Except as provided in subparagraph (B),
the amendments made by this subsection
shall apply to years beginning after Decem-
ber 31, 2001.

(B) The amendments made by paragraphs
(3) and (4) shall apply to years beginning
after December 31, 2010.

(b) SPECIAL RULES FOR SECTIONS 403(b) AND
408.—

(1) IN GENERAL.—Subsection (k) of section
415 is amended by adding at the end the fol-
lowing new paragraph:

‘“(4) SPECIAL RULES FOR SECTIONS 403(b) AND
408.—For purposes of this section, any annu-
ity contract described in section 403(b) for
the benefit of a participant shall be treated
as a defined contribution plan maintained by
each employer with respect to which the par-
ticipant has the control required under sub-
section (b) or (c) of section 414 (as modified
by subsection (h)). For purposes of this sec-
tion, any contribution by an employer to a
simplified employee pension plan for an indi-
vidual for a taxable year shall be treated as
an employer contribution to a defined con-
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tribution plan for such individual for such
year.”.

(2) EFFECTIVE DATE.—

(A) IN GENERAL.—The amendment made by
paragraph (1) shall apply to limitation years
beginning after December 31, 2000.

(B) EXCLUSION ALLOWANCE.—Effective for
limitation years beginning in 2001, in the
case of any annuity contract described in
section 403(b) of the Internal Revenue Code
of 1986, the amount of the contribution dis-
qualified by reason of section 415(g) of such
Code shall reduce the exclusion allowance as
provided in section 403(b)(2) of such Code.

(3) MODIFICATION OF 403(b) EXCLUSION AL-
LOWANCE TO CONFORM TO 415 MODIFICATION.—
The Secretary of the Treasury shall modify
the regulations regarding the exclusion al-
lowance under section 403(b)(2) of the Inter-
nal Revenue Code of 1986 to render void the
requirement that contributions to a defined
benefit pension plan be treated as previously
excluded amounts for purposes of the exclu-
sion allowance. For taxable years beginning
after December 31, 2000, such regulations
shall be applied as if such requirement were
void.

(c) DEFERRED COMPENSATION PLANS OF
STATE AND LOCAL GOVERNMENTS AND TAX-EX-
EMPT ORGANIZATIONS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 457(b)(2) (relating to salary limitation
on eligible deferred compensation plans) is
amended by striking ‘33 percent” and in-
serting ‘‘the applicable percentage’.

(2) APPLICABLE PERCENTAGE.—Section 457 is
amended by adding at the end the following
new subsection:

“(h) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (b)(2)(A), the applicable
percentage shall be determined in accord-
ance with the following table:
“For years beginning

in: percentage is:
2002 through 2010 ................... 50 percent
2011 and thereafter ............. 100 percent.”’.

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

SEC. 632. FASTER VESTING OF CERTAIN EM-
PLOYER MATCHING CONTRIBU-
TIONS.

(a) IN GENERAL.—Section 411(a) (relating to
minimum vesting standards) is amended—

(1) in paragraph (2), by striking ‘A plan”’
and inserting ‘‘Except as provided in para-
graph (12), a plan’’; and

(2) by adding at the end the following:

‘“(12) FASTER VESTING FOR MATCHING CON-
TRIBUTIONS.—In the case of matching con-
tributions (as defined in section
401(m)(4)(A)), paragraph (2) shall be applied—

““(A) by substituting ‘3 years’ for ‘6 years’
in subparagraph (A), and

‘“(B) by substituting the following table for
the table contained in subparagraph (B):

The nonforfeitable
percentage is:

20

40

60

80
100.”.

(b) AMENDMENT OF ERISA.—Section 203(a)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1053(a)) is amend-
ed—

(1) in paragraph (2), by striking ‘A plan”
and inserting ‘‘Except as provided in para-
graph (4), a plan”’, and

(2) by adding at the end the following:

‘“(4) In the case of matching contributions
(as defined in section 401(m)(4)(A) of the In-
ternal Revenue Code of 1986), paragraph (2)
shall be applied—

“(A) by substituting ‘3 years’ for ‘6 years’
in subparagraph (A), and

The applicable

“Years of service:
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‘“(B) by substituting the following table for
the table contained in subparagraph (B):
The nonforfeitable

“Years of service: percentage is:

(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to contributions for plan
years beginning after December 31, 2001.

(2) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to
one or more collective bargaining agree-
ments between employee representatives and
one or more employers ratified by the date of
the enactment of this Act, the amendments
made by this section shall not apply to con-
tributions on behalf of employees covered by
any such agreement for plan years beginning
before the earlier of—

(A) the later of—

(i) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof on or after such date of the enact-
ment); or

(ii) January 1, 2002; or

(B) January 1, 2006.

(3) SERVICE REQUIRED.—With respect to any
plan, the amendments made by this section
shall not apply to any employee before the
date that such employee has 1 hour of serv-
ice under such plan in any plan year to
which the amendments made by this section
apply.

SEC. 633. MODIFICATIONS TO MINIMUM DIS-
TRIBUTION RULES.

(a) LIFE EXPECTANCY TABLES.—The Sec-
retary of the Treasury shall modify the life
expectancy tables under the regulations re-
lating to minimum distribution require-
ments under sections 401(a)(9), 408(a)(6) and
(b)(3), 403(b)(10), and 457(d)(2) of the Internal
Revenue Code to reflect current life expect-
ancy.

(b) REPEAL OF RULE WHERE DISTRIBUTIONS
HAD BEGUN BEFORE DEATH OCCURS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 401(a)(9) is amended by striking clause
(i) and redesignating clauses (ii), (iii), and
(iv) as clauses (i), (ii), and (iii), respectively.

(2) CONFORMING CHANGES.—

(A) Clause (i) of section 401(a)(9)(B) (as so
redesignated) is amended—

(i) by striking ‘“‘FOR OTHER CASES” in the
heading; and

(ii) by striking ‘‘the distribution of the em-
ployee’s interest has begun in accordance
with subparagraph (A)(ii)”’ and inserting ‘‘his
entire interest has been distributed to him™’.

(B) Clause (ii) of section 401(a)(9)(B) (as so
redesignated) is amended by striking ‘‘clause
(ii)” and inserting ‘‘clause (i)”.

(C) Clause (iii) of section 401(a)(9)(B) (as so
redesignated) is amended—

(i) by striking ‘‘clause (iii)(I)’’ and insert-
ing ‘“‘clause (ii)(I)"’;

(ii) by striking ‘‘clause (iii)(III)”’ in sub-
clause (I) and inserting ‘‘clause (ii)(II1)”’;

(iii) by striking ‘‘the date on which the em-
ployee would have attained age 70%,” in sub-
clause (I) and inserting ‘‘April 1 of the cal-
endar year following the calendar year in
which the spouse attains 70%,”’; and

(iv) by striking ‘‘the distributions to such
spouse begin,”” in subclause (II) and inserting
“his entire interest has been distributed to
him,”.

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by
this subsection shall apply to years begin-
ning after December 31, 2001.
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(B) DISTRIBUTIONS TO SURVIVING SPOUSE.—

(i) IN GENERAL.—In the case of an employee
described in clause (ii), distributions to the
surviving spouse of the employee shall not be
required to commence prior to the date on
which such distributions would have been re-
quired to begin under section 401(a)(9)(B) of
the Internal Revenue Code of 1986 (as in ef-
fect on the day before the date of the enact-
ment of this Act).

(ii) CERTAIN EMPLOYEES.—An employee is
described in this clause if such employee dies
before—

(I) the date of the enactment of this Act,
and

(IT) the required beginning date (within the
meaning of section 401(a)(9)(C) of the Inter-
nal Revenue Code of 1986) of the employee.
SEC. 634. CLARIFICATION OF TAX TREATMENT OF

DIVISION OF SECTION 457 PLAN BEN-
EFITS UPON DIVORCE.

(a) IN GENERAL.—Section 414(p)(11) (relat-
ing to application of rules to governmental
and church plans) is amended—

(1) by inserting ‘‘or an eligible deferred
compensation plan (within the meaning of
section 457(b))”’ after ‘‘subsection (e))’’; and

(2) in the heading, by striking ‘‘GOVERN-
MENTAL AND CHURCH PLANS” and inserting
‘‘CERTAIN OTHER PLANS”.

(b) WAIVER OF CERTAIN DISTRIBUTION RE-
QUIREMENTS.—Paragraph (10) of section 414(p)
is amended by striking ‘‘and section 409(d)”’
and inserting ‘‘section 409(d), and section
457(d)”’.

(¢) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—Subsection (p) of section
414 is amended by redesignating paragraph
(12) as paragraph (13) and inserting after
paragraph (11) the following new paragraph:

€“(12) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—If a distribution or pay-
ment from an eligible deferred compensation
plan described in section 457(b) is made pur-
suant to a qualified domestic relations order,
rules similar to the rules of section
402(e)(1)(A) shall apply to such distribution
or payment.”’.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
subsection (c¢) shall apply to transfers, dis-
tributions, and payments made after Decem-
ber 31, 2001.

(2) AMENDMENTS RELATING TO ASSIGNMENTS
IN DIVORCE, ETC., PROCEEDINGS.—The amend-
ments made by subsections (a) and (b) shall
take effect on January 1, 2002, except that in
the case of a domestic relations order en-
tered before such date, the plan adminis-
trator—

(A) shall treat such order as a qualified do-
mestic relations order if such administrator
is paying benefits pursuant to such order on
such date, and

(B) may treat any other such order entered
before such date as a qualified domestic rela-
tions order even if such order does not meet
the requirements of such amendments.

SEC. 635. PROVISIONS RELATING TO HARDSHIP
DISTRIBUTIONS.

(a) SAFE HARBOR RELIEF.—

(1) IN GENERAL.—The Secretary of the
Treasury shall revise the regulations relat-
ing to hardship distributions under section
401(k)(2)(B)(I)(IV) of the Internal Revenue
Code of 1986 to provide that the period an
employee is prohibited from making elective
and employee contributions in order for a
distribution to be deemed necessary to sat-
isfy financial need shall be equal to 6
months.

(2) EFFECTIVE DATE.—The revised regula-
tions under this subsection shall apply to
yvears beginning after December 31, 2001.

(b) HARDSHIP DISTRIBUTIONS NOT TREATED
AS ELIGIBLE ROLLOVER DISTRIBUTIONS.—

(1) MODIFICATION OF DEFINITION OF ELIGIBLE
ROLLOVER.—Subparagraph (C) of section
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402(c)(4) (relating to eligible rollover dis-
tribution) is amended to read as follows:

‘“(C) any distribution which is made upon
hardship of the employee.”’.

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to dis-
tributions made after December 31, 2001.

SEC. 636. WAIVER OF TAX ON NONDEDUCTIBLE
CONTRIBUTIONS FOR DOMESTIC OR
SIMILAR WORKERS.

(a) IN GENERAL.—Section 4972(c)(6) (relat-
ing to exceptions to nondeductible contribu-
tions), as amended by section 616, is amended
by striking ‘‘or”” at the end of subparagraph
(A), by striking the period and inserting *,
or”’ at the end of subparagraph (B), and by
inserting after subparagraph (B) the fol-
lowing new subparagraph:

‘(C) so much of the contributions to a sim-
ple retirement account (within the meaning
of section 408(p)) or a simple plan (within the
meaning of section 401(k)(11)) which are not
deductible when contributed solely because
such contributions are not made in connec-
tion with a trade or business of the em-
ployer.”

(b) EXCLUSION OF CERTAIN CONTRIBU-
TIONS.—Section 4972(c)(6), as amended by
subsection (a), is amended by adding at the
end the following new sentence: ‘‘Subpara-
graph (C) shall not apply to contributions
made on behalf of the employer or a member
of the employer’s family (as defined in sec-
tion 447(e)(1)).”.

(c) NO INFERENCE.—Nothing in the amend-
ments made by this section shall be con-
strued to infer the proper treatment of non-
deductible contributions under the laws in
effect before such amendments.

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

Subtitle D—Increasing Portability for
Participants
SEC. 641. ROLLOVERS ALLOWED AMONG
IOUS TYPES OF PLANS.

(a) ROLLOVERS FROM AND TO SECTION 457
PLANS.—

(1) ROLLOVERS FROM SECTION 457 PLANS.—

(A) IN GENERAL.—Section 457(e) (relating to
other definitions and special rules) is amend-
ed by adding at the end the following:

¢“(16) ROLLOVER AMOUNTS.—

‘“(A) GENERAL RULE.—In the case of an eli-
gible deferred compensation plan established
and maintained by an employer described in
subsection (e)(1)(A), if—

‘(i) any portion of the balance to the cred-
it of an employee in such plan is paid to such
employee in an eligible rollover distribution
(within the meaning of section 402(c)(4) with-
out regard to subparagraph (C) thereof),

‘‘(ii) the employee transfers any portion of
the property such employee receives in such
distribution to an eligible retirement plan
described in section 402(c)(8)(B), and

‘“(iii) in the case of a distribution of prop-
erty other than money, the amount so trans-
ferred consists of the property distributed,
then such distribution (to the extent so
transferred) shall not be includible in gross
income for the taxable year in which paid.

‘“(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) and
(9) of section 402(c) and section 402(f) shall
apply for purposes of subparagraph (A).

‘(C) REPORTING.—Rollovers under this
paragraph shall be reported to the Secretary
in the same manner as rollovers from quali-
fied retirement plans (as defined in section
4974(c)).”.

(B) DEFERRAL LIMIT DETERMINED WITHOUT
REGARD TO ROLLOVER AMOUNTS.—Section
457(b)(2) (defining eligible deferred com-
pensation plan) is amended by inserting
‘“‘(other than rollover amounts)’”’ after ‘‘tax-
able year’’.

VAR-
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(C) DIRECT ROLLOVER.—Paragraph (1) of
section 457(d) is amended by striking ‘“‘and”
at the end of subparagraph (A), by striking
the period at the end of subparagraph (B) and
inserting ‘¢, and”’, and by inserting after sub-
paragraph (B) the following:

‘(C) in the case of a plan maintained by an

employer described in subsection (e)(1)(A),
the plan meets requirements similar to the
requirements of section 401(a)(31).
Any amount transferred in a direct trustee-
to-trustee transfer in accordance with sec-
tion 401(a)(31) shall not be includible in gross
income for the taxable year of transfer.”.

(D) WITHHOLDING.—

(i) Paragraph (12) of section 3401(a) is
amended by adding at the end the following:

‘““(E) under or to an eligible deferred com-
pensation plan which, at the time of such
payment, is a plan described in section 457(b)
which is maintained by an eligible employer
described in section 457(e)(1)(A), or’’.

(ii) Paragraph (3) of section 3405(c) is
amended to read as follows:

¢“(3) ELIGIBLE ROLLOVER DISTRIBUTION.—For
purposes of this subsection, the term ‘eligi-
ble rollover distribution’ has the meaning
given such term by section 402(f)(2)(A).”.

(iii) LIABILITY FOR WITHHOLDING.—Subpara-
graph (B) of section 3405(d)(2) is amended by
striking ‘‘or” at the end of clause (ii), by
striking the period at the end of clause (iii)
and inserting ¢, or’’, and by adding at the
end the following:

‘(iv) section 457(b) and which is main-
tained by an eligible employer described in
section 457(e)(1)(A).”.

(2) ROLLOVERS TO SECTION 457 PLANS.—

(A) IN GENERAL.—Section 402(c)(8)(B) (de-
fining eligible retirement plan) is amended
by striking ‘‘and’ at the end of clause (iii),
by striking the period at the end of clause
(iv) and inserting ¢, and”, and by inserting
after clause (iv) the following new clause:

‘(v) an eligible deferred compensation plan
described in section 457(b) which is main-
tained by an eligible employer described in
section 457(e)(1)(A).”.

(B) SEPARATE ACCOUNTING.—Section 402(c)
is amended by adding at the end the fol-
lowing new paragraph:

‘(11) SEPARATE ACCOUNTING.—Unless a plan
described in clause (v) of paragraph (8)(B)
agrees to separately account for amounts
rolled into such plan from eligible retire-
ment plans not described in such clause, the
plan described in such clause may not accept
transfers or rollovers from such retirement
plans.”.

(C) 10 PERCENT ADDITIONAL TAX.—Sub-
section (t) of section 72 (relating to 10-per-
cent additional tax on early distributions
from qualified retirement plans) is amended
by adding at the end the following new para-
graph:

‘“(9) SPECIAL RULE FOR ROLLOVERS TO SEC-
TION 457 PLANS.—For purposes of this sub-
section, a distribution from an eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)) of an eligible employer described
in section 457(e)(1)(A) shall be treated as a
distribution from a qualified retirement plan
described in 4974(c)(1) to the extent that such
distribution is attributable to an amount
transferred to an eligible deferred compensa-
tion plan from a qualified retirement plan
(as defined in section 4974(c)).”’.

(b) ALLOWANCE OF ROLLOVERS FROM AND TO
403(b) PLANS.—

(1) ROLLOVERS FROM SECTION 403(b) PLANS.—
Section 403(b)(8)(A)(ii) (relating to rollover
amounts) is amended by striking ‘‘such dis-
tribution’ and all that follows and inserting
“such distribution to an eligible retirement
plan described in section 402(c)(8)(B), and’’.

(2) ROLLOVERS TO SECTION 403(b) PLANS.—
Section 402(c)(8)(B) (defining eligible retire-
ment plan), as amended by subsection (a), is
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amended by striking ‘“‘and” at the end of
clause (iv), by striking the period at the end
of clause (v) and inserting ¢, and”’, and by in-
serting after clause (v) the following new
clause:

“(vi) an annuity contract described in sec-
tion 403(b).”.

(c) EXPANDED EXPLANATION TO RECIPIENTS
OF ROLLOVER DISTRIBUTIONS.—Paragraph (1)
of section 402(f) (relating to written expla-
nation to recipients of distributions eligible
for rollover treatment) is amended by strik-
ing “and” at the end of subparagraph (C), by
striking the period at the end of subpara-
graph (D) and inserting ‘‘, and’’, and by add-
ing at the end the following new subpara-
graph:

‘“(E) of the provisions under which dis-
tributions from the eligible retirement plan
receiving the distribution may be subject to
restrictions and tax consequences which are
different from those applicable to distribu-
tions from the plan making such distribu-
tion.”.

(d) SPOUSAL ROLLOVERS.—Section 402(c)(9)
(relating to rollover where spouse receives
distribution after death of employee) is
amended by striking ‘‘; except that’” and all
that follows up to the end period.

(e) CONFORMING AMENDMENTS.—

(1) Section 72(0)(4) is amended by striking
“and 408(d)(3)”” and inserting ‘403(b)(8),
408(d)(3), and 457(e)(16)”’.

(2) Section 219(d)(2) is amended by striking
‘“‘or 408(d)(3)” and inserting ‘408(d)(3), or
457(e)(16)”’.

(3) Section 401(a)(31)(B) is amended by
striking ‘“‘and 403(a)(4)”’ and inserting *‘,
403(a)(4), 403(b)(8), and 457(e)(16)".

(4) Subparagraph (A) of section 402(f)(2) is
amended by striking ‘‘or paragraph (4) of sec-
tion 403(a)’’ and inserting ‘‘, paragraph (4) of
section 403(a), subparagraph (A) of section
403(b)(8), or subparagraph (A) of section
457(e)(16)”’.

(5) Paragraph (1) of section 402(f) is amend-
ed by striking ‘‘from an eligible retirement
plan’.

(6) Subparagraphs (A) and (B) of section
402(f)(1) are amended by striking ‘‘another
eligible retirement plan’ and inserting ‘‘an
eligible retirement plan’’.

(7) Subparagraph (B) of section 403(b)(8) is
amended to read as follows:

“(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) and
(9) of section 402(c) and section 402(f) shall
apply for purposes of subparagraph (A), ex-
cept that section 402(f) shall be applied to
the payor in lieu of the plan administrator.”.

(8) Section 408(a)(1) is amended by striking
‘“‘or 403(b)(8),” and inserting ‘‘403(b)(8), or
457(e)(16)”’.

(9) Subparagraphs (A) and (B) of section
415(b)(2) are each amended by striking ‘“‘and
408(d)(3)” and inserting ‘403(b)(8), 408(d)(3),
and 457(e)(16)”.

(10) Section 415(c)(2) is amended by strik-
ing ‘“‘and 408(d)(3)” and inserting ‘408(d)(3),
and 457(e)(16)”.

(11) Section 4973(b)(1)(A) is amended by
striking ‘“‘or 408(d)(3)’ and inserting
€408(d)(3), or 457(e)(16)’.

(f) EFFECTIVE DATE; SPECIAL RULE.—

(1) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

(2) SPECIAL RULE.—Notwithstanding any
other provision of law, subsections (h)(3) and
(h)(5) of section 1122 of the Tax Reform Act
of 1986 shall not apply to any distribution
from an eligible retirement plan (as defined
in clause (iii) or (iv) of section 402(c)(8)(B) of
the Internal Revenue Code of 1986) on behalf
of an individual if there was a rollover to
such plan on behalf of such individual which
is permitted solely by reason of any amend-
ment made by this section.
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SEC. 642. ROLLOVERS OF IRAS INTO WORKPLACE
RETIREMENT PLANS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 408(d)(3) (relating to rollover amounts)
is amended by adding ‘‘or” at the end of
clause (i), by striking clauses (ii) and (iii),
and by adding at the end the following:

¢(ii) the entire amount received (including

money and any other property) is paid into
an eligible retirement plan for the benefit of
such individual not later than the 60th day
after the date on which the payment or dis-
tribution is received, except that the max-
imum amount which may be paid into such
plan may not exceed the portion of the
amount received which is includible in gross
income (determined without regard to this
paragraph).
For purposes of clause (ii), the term ‘eligible
retirement plan’ means an eligible retire-
ment plan described in clause (iii), (iv), (v),
or (vi) of section 402(c)(8)(B).”".

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 403(b) is amend-
ed by striking ‘‘section 408(d)(3)(A)(iii)”’ and
inserting ‘‘section 408(d)(3)(A)({ii)”.

(2) Clause (i) of section 408(d)(3)(D) is
amended by striking ‘‘(i), (ii), or (iii)”’ and
inserting ‘(i) or (ii)”.

(3) Subparagraph (G) of section 408(d)(3) is
amended to read as follows:

¢(G) SIMPLE RETIREMENT ACCOUNTS.—In the
case of any payment or distribution out of a
simple retirement account (as defined in sub-
section (p)) to which section 72(t)(6) applies,
this paragraph shall not apply unless such
payment or distribution is paid into another
simple retirement account.”’.

(¢) EFFECTIVE DATE; SPECIAL RULE.—

(1) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

(2) SPECIAL RULE.—Notwithstanding any
other provision of law, subsections (h)(3) and
(h)(5) of section 1122 of the Tax Reform Act
of 1986 shall not apply to any distribution
from an eligible retirement plan (as defined
in clause (iii) or (iv) of section 402(c)(8)(B) of
the Internal Revenue Code of 1986) on behalf
of an individual if there was a rollover to
such plan on behalf of such individual which
is permitted solely by reason of the amend-
ments made by this section.

SEC. 643. ROLLOVERS OF AFTER-TAX CONTRIBU-
TIONS.

(a) ROLLOVERS FROM EXEMPT TRUSTS.—
Paragraph (2) of section 402(c) (relating to
maximum amount which may be rolled over)
is amended by adding at the end the fol-
lowing: ‘“The preceding sentence shall not
apply to such distribution to the extent—

‘“(A) such portion is transferred in a direct
trustee-to-trustee transfer to a qualified
trust which is part of a plan which is a de-
fined contribution plan and which agrees to
separately account for amounts so trans-
ferred, including separately accounting for
the portion of such distribution which is in-
cludible in gross income and the portion of
such distribution which is not so includible,
or

‘(B) such portion is transferred to an eligi-
ble retirement plan described in clause (i) or
(ii) of paragraph (8)(B).”.

(b) OPTIONAL DIRECT TRANSFER OF ELIGIBLE
ROLLOVER DISTRIBUTIONS.—Subparagraph (B)
of section 401(a)(31) (relating to limitation)
is amended by adding at the end the fol-
lowing: ‘“The preceding sentence shall not
apply to such distribution if the plan to
which such distribution is transferred—

‘(i) agrees to separately account for
amounts so transferred, including separately
accounting for the portion of such distribu-
tion which is includible in gross income and
the portion of such distribution which is not
so includible, or
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‘‘(ii) is an eligible retirement plan de-
scribed in clause (i) or (ii) of section
402(c)(8)(B).”.

(c) RULES FOR APPLYING SECTION 72 TO
IRAS.—Paragraph (3) of section 408(d) (relat-
ing to special rules for applying section 72) is
amended by inserting at the end the fol-
lowing:

“(H) APPLICATION OF SECTION 72.—

‘(i) IN GENERAL.—If—

““(I) a distribution is made from an indi-
vidual retirement plan, and

‘(IT) a rollover contribution is made to an
eligible retirement plan described in section
402(¢)(8)(B)(iii), (iv), (v), or (vi) with respect
to all or part of such distribution,
then, notwithstanding paragraph (2), the
rules of clause (ii) shall apply for purposes of
applying section 72.

‘(i) APPLICABLE RULES.—In the case of a
distribution described in clause (i)—

“(I) section 72 shall be applied separately
to such distribution,

“(IT1) notwithstanding the pro rata alloca-
tion of income on, and investment in, the
contract to distributions under section 72,
the portion of such distribution rolled over
to an eligible retirement plan described in
clause (i) shall be treated as from income on
the contract (to the extent of the aggregate
income on the contract from all individual
retirement plans of the distributee), and

‘“(IITI) appropriate adjustments shall be
made in applying section 72 to other dis-
tributions in such taxable year and subse-
quent taxable years.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions made after December 31, 2001.

SEC. 644. HARDSHIP EXCEPTION TO 60-DAY RULE.

(a) EXEMPT TRUSTS.—Paragraph (3) of sec-
tion 402(c) (relating to transfer must be made
within 60 days of receipt) is amended to read
as follows:

¢(3) TRANSFER MUST BE MADE WITHIN 60
DAYS OF RECEIPT.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), paragraph (1) shall not
apply to any transfer of a distribution made
after the 60th day following the day on which
the distributee received the property distrib-
uted.

‘“(B) HARDSHIP EXCEPTION.—The Secretary
may waive the 60-day requirement under
subparagraph (A) where the failure to waive
such requirement would be against equity or
good conscience, including casualty, dis-
aster, or other events beyond the reasonable
control of the individual subject to such re-
quirement.”.

(b) IRAS.—Paragraph (3) of section 408(d)
(relating to rollover contributions), as
amended by section 643, is amended by add-
ing after subparagraph (H) the following new
subparagraph:

“(I) WAIVER OF 60-DAY REQUIREMENT.—The
Secretary may waive the 60-day requirement
under subparagraphs (A) and (D) where the
failure to waive such requirement would be
against equity or good conscience, including
casualty, disaster, or other events beyond
the reasonable control of the individual sub-
ject to such requirement.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

SEC. 645. TREATMENT OF FORMS OF DISTRIBU-
TION.

(a) PLAN TRANSFERS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Paragraph (6) of section 411(d) (relat-
ing to accrued benefit not to be decreased by
amendment) is amended by adding at the end
the following:

‘(D) PLAN TRANSFERS.—

‘(i) IN GENERAL.—A defined contribution
plan (in this subparagraph referred to as the
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‘transferee plan’) shall not be treated as fail-
ing to meet the requirements of this sub-
section merely because the transferee plan
does not provide some or all of the forms of
distribution previously available under an-
other defined contribution plan (in this sub-
paragraph referred to as the ‘transferor
plan’) to the extent that—

‘“(I) the forms of distribution previously
available under the transferor plan applied
to the account of a participant or beneficiary
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the
transferor plan,

‘(IT) the terms of both the transferor plan
and the transferee plan authorize the trans-
fer described in subclause (I),

‘“(ITII) the transfer described in subclause
(I) was made pursuant to a voluntary elec-
tion by the participant or beneficiary whose
account was transferred to the transferee
plan,

‘“(IV) the election described in subclause
(IT1I) was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election, and

(V) the transferee plan allows the partici-
pant or beneficiary described in subclause
(III) to receive any distribution to which the
participant or beneficiary is entitled under
the transferee plan in the form of a single
sum distribution.

“(i1) SPECIAL RULE FOR MERGERS, ETC.—
Clause (i) shall apply to plan mergers and
other transactions having the effect of a di-
rect transfer, including consolidations of
benefits attributable to different employers
within a multiple employer plan.”.

(2) AMENDMENT OF ERISA.—Section 204(g) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1054(g)) is amended by
adding at the end the following:

“(4)(A) A defined contribution plan (in this
subparagraph referred to as the ‘transferee
plan’) shall not be treated as failing to meet
the requirements of this subsection merely
because the transferee plan does not provide
some or all of the forms of distribution pre-
viously available under another defined con-
tribution plan (in this subparagraph referred
to as the ‘transferor plan’) to the extent
that—

‘(i) the forms of distribution previously
available under the transferor plan applied
to the account of a participant or beneficiary
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the
transferor plan;

‘“(ii) the terms of both the transferor plan
and the transferee plan authorize the trans-
fer described in clause (i);

‘(iii) the transfer described in clause (i)
was made pursuant to a voluntary election
by the participant or beneficiary whose ac-
count was transferred to the transferee plan;

‘“(iv) the election described in clause (iii)
was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election; and

‘(v) the transferee plan allows the partici-
pant or beneficiary described in clause (iii)
to receive any distribution to which the par-
ticipant or beneficiary is entitled under the
transferee plan in the form of a single sum
distribution.

“(B) Subparagraph (A) shall apply to plan
mergers and other transactions having the
effect of a direct transfer, including consoli-
dations of benefits attributable to different
employers within a multiple employer
plan.”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to years
beginning after December 31, 2001.
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(b) REGULATIONS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—The last sentence of paragraph (6)(B)
of section 411(d) (relating to accrued benefit
not to be decreased by amendment) is
amended to read as follows: ‘“The Secretary
shall by regulations provide that this sub-
paragraph shall not apply to any plan
amendment which reduces or eliminates ben-
efits or subsidies which create significant
burdens or complexities for the plan and plan
participants, unless such amendment ad-
versely affects the rights of any participant
in a more than de minimis manner.”’.

(2) AMENDMENT OF ERISA.—The last sen-
tence of section 204(g)(2) of the Employee Re-
tirement Income Security Act of 1974 (29
U.S.C. 1054(g)(2)) is amended to read as fol-
lows: ‘“The Secretary of the Treasury shall
by regulations provide that this paragraph
shall not apply to any plan amendment
which reduces or eliminates benefits or sub-
sidies which create significant burdens or
complexities for the plan and plan partici-
pants, unless such amendment adversely af-
fects the rights of any participant in a more
than de minimis manner.”.

(3) SECRETARY DIRECTED.—Not later than
December 31, 2002, the Secretary of the
Treasury is directed to issue regulations
under section 411(d)(6) of the Internal Rev-
enue Code of 1986 and section 204(g) of the
Employee Retirement Income Security Act
of 1974, including the regulations required by
the amendment made by this subsection.
Such regulations shall apply to plan years
beginning after December 31, 2002, or such
earlier date as is specified by the Secretary
of the Treasury.

SEC. 646. RATIONALIZATION OF RESTRICTIONS
ON DISTRIBUTIONS.

(a) MODIFICATION OF SAME DESK EXCEP-
TION.—

(1) SECTION 401(k).—

(A) Section 401(k)(2)(B)(A)(I) (relating to
qualified cash or deferred arrangements) is
amended by striking ‘‘separation from serv-
ice”” and inserting ‘‘severance from employ-
ment”’.

(B) Subparagraph (A) of section 401(k)(10)
(relating to distributions upon termination
of plan or disposition of assets or subsidiary)
is amended to read as follows:

‘““(A) IN GENERAL.—An event described in
this subparagraph is the termination of the
plan without establishment or maintenance
of another defined contribution plan (other
than an employee stock ownership plan as
defined in section 4975(e)(7)).”.

(C) Section 401(k)(10) is amended—

(i) in subparagraph (B)—

(I) by striking ‘““‘An event’ in clause (i) and
inserting ‘A termination’’; and

(IT) by striking ‘‘the event’ in clause (i)
and inserting ‘‘the termination’’;

(ii) by striking subparagraph (C); and

(iii) by striking ‘‘OR DISPOSITION OF ASSETS
OR SUBSIDIARY” in the heading.

(2) SECTION 403(b).—

(A) Paragraphs (7)(A)(i) and (11)(A) of sec-
tion 403(b) are each amended by striking
‘‘separates from service’” and inserting ‘‘has
a severance from employment’’.

(B) The heading for paragraph (11) of sec-
tion 403(b) is amended by striking ‘‘SEPARA-
TION FROM SERVICE” and inserting ‘‘SEVER-
ANCE FROM EMPLOYMENT”’.

(3) SECTION 457.—Clause (ii) of section
457(d)(1)(A) is amended by striking ‘‘is sepa-
rated from service’ and inserting ‘‘has a sev-
erance from employment’’.

(b) EFFECTIVE DATE.—The amendments

made by this section shall apply to distribu-
tions after December 31, 2001.
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SEC. 647. PURCHASE OF SERVICE CREDIT IN GOV-
ERNMENTAL DEFINED BENEFIT
PLANS.

(a) 403(b) PLANS.—Subsection (b) of section
403 is amended by adding at the end the fol-
lowing new paragraph:

¢(13) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—No
amount shall be includible in gross income
by reason of a direct trustee-to-trustee
transfer to a defined benefit governmental
plan (as defined in section 414(d)) if such
transfer is—

“‘(A) for the purchase of permissive service
credit (as defined in section 415(n)(3)(A))
under such plan, or

“(B) a repayment to which section 415 does
not apply by reason of subsection (Kk)(3)
thereof.”.

(b) 457 PLANS.—Subsection (e) of section
457, as amended by section 641, is amended by
adding after paragraph (16) the following new
paragraph:

“(17) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—No
amount shall be includible in gross income
by reason of a direct trustee-to-trustee
transfer to a defined benefit governmental
plan (as defined in section 414(d)) if such
transfer is—

“‘(A) for the purchase of permissive service
credit (as defined in section 415(n)(3)(A))
under such plan, or

“(B) a repayment to which section 415 does
not apply by reason of subsection (k)(3)
thereof.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to trustee-
to-trustee transfers after December 31, 2001.
SEC. 648. EMPLOYERS MAY DISREGARD ROLL-

OVERS FOR PURPOSES OF CASH-OUT
AMOUNTS.

(a) QUALIFIED PLANS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Section 411(a)(11) (relating to restric-
tions on certain mandatory distributions) is
amended by adding at the end the following:

(D) SPECIAL RULE FOR ROLLOVER CONTRIBU-
TIONS.—A plan shall not fail to meet the re-
quirements of this paragraph if, under the
terms of the plan, the present value of the
nonforfeitable accrued benefit is determined
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto).
For purposes of this subparagraph, the term
‘rollover contributions’ means any rollover
contribution under sections 402(c), 403(a)(4),
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16).”.

(2) AMENDMENT OF ERISA.—Section 203(e) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1053(c)) is amended by
adding at the end the following:

‘“(4) A plan shall not fail to meet the re-
quirements of this subsection if, under the
terms of the plan, the present value of the
nonforfeitable accrued benefit is determined
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto).
For purposes of this subparagraph, the term
‘rollover contributions’ means any rollover
contribution under sections 402(c), 403(a)(4),
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16) of the
Internal Revenue Code of 1986."".

(b) ELIGIBLE DEFERRED COMPENSATION
PLANS.—Clause (i) of section 457(e)(9)(A) is
amended by striking ‘‘such amount’ and in-
serting ‘‘the portion of such amount which is
not attributable to rollover contributions (as
defined in section 411(a)(11)(D))”’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

SEC. 649. MINIMUM DISTRIBUTION AND INCLU-
SION REQUIREMENTS FOR SECTION
457 PLANS.

(a) MINIMUM  DISTRIBUTION REQUIRE-

MENTS.—Paragraph (2) of section 457(d) (re-
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lating to distribution requirements) is
amended to read as follows:
“(2)  MINIMUM DISTRIBUTION REQUIRE-

MENTS.—A plan meets the minimum dis-
tribution requirements of this paragraph if
such plan meets the requirements of section
401(a)(9).”.

(b) INCLUSION IN GROSS INCOME.—

(1) YEAR OF INCLUSION.—Subsection (a) of
section 457 (relating to year of inclusion in
gross income) is amended to read as follows:

“(a) YEAR OF INCLUSION IN GROSS INCOME.—

‘(1) IN GENERAL.—Any amount of com-
pensation deferred under an eligible deferred
compensation plan, and any income attrib-
utable to the amounts so deferred, shall be
includible in gross income only for the tax-
able year in which such compensation or
other income—

““(A) is paid to the participant or other
beneficiary, in the case of a plan of an eligi-
ble employer described in subsection
(e)(1)(A), and

‘“(B) is paid or otherwise made available to
the participant or other beneficiary, in the
case of a plan of an eligible employer de-
scribed in subsection (e)(1)(B).

“(2) SPECIAL RULE FOR  ROLLOVER
AMOUNTS.—To the extent provided in section
72(t)(9), section 72(t) shall apply to any
amount includible in gross income under this
subsection.”.

(2) CONFORMING AMENDMENTS.—

(A) So much of paragraph (9) of section
457(e) as precedes subparagraph (A) is amend-
ed to read as follows:

““(9) BENEFITS OF TAX EXEMPT ORGANIZATION
PLANS NOT TREATED AS MADE AVAILABLE BY
REASON OF CERTAIN ELECTIONS, ETC.—In the
case of an eligible deferred compensation
plan of an employer described in subsection
(e)()(B)—".

(B) Section 457(d) is amended by adding at
the end the following new paragraph:

““(3) SPECIAL RULE FOR GOVERNMENT PLAN.—
An eligible deferred compensation plan of an
employer described in subsection (e)(1)(A)
shall not be treated as failing to meet the re-
quirements of this subsection solely by rea-
son of making a distribution described in
subsection (e)(9)(A).”.

(c) MODIFICATION OF TRANSITION RULES FOR
EXISTING 457 PLANS.—

(1) IN GENERAL.—Section 1107(c)(3)(B) of the
Tax Reform Act of 1986 is amended by strik-
ing ‘“‘or’” at the end of clause (i), by striking
the period at the end of clause (ii) and insert-
ing ‘‘, or” and by inserting after clause (ii)
the following new clause:

‘(iii) are deferred pursuant to an agree-
ment with an individual covered by an agree-
ment described in clause (ii), to the extent
the annual amount under such agreement
with the individual does not exceed—

‘“(I) the amount described in clause (ii)(II),
multiplied by

‘“(II) the cumulative increase in the Con-
sumer Price Index (as published by the Bu-
reau of Labor Statistics of the Department
of Labor).”.

(2) CONFORMING AMENDMENT.—The fourth
sentence of section 1107(c)(3)(B) of the Tax
Reform Act of 1986 is amended by striking
“This subparagraph’ and inserting ‘‘Clauses
(i) and (ii) of this subparagraph’.

(3) 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 with respect to increases in
the Consumer Price Index after September
30, 1993.

(d) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to distributions after December 31, 2001.
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Subtitle E—Strengthening Pension Security
and Enforcement
PART I—GENERAL PROVISIONS
SEC. 651. REPEAL OF 160 PERCENT OF CURRENT
LIABILITY FUNDING LIMIT.

(a) AMENDMENTS TO INTERNAL REVENUE
CODE.—Section 412(c)(7) (relating to full-
funding limitation) is amended—

(1) by striking ‘‘the applicable percentage’’
in subparagraph (A)(i)(I) and inserting ‘‘in
the case of plan years beginning before Janu-
ary 1, 2005, the applicable percentage’’; and

(2) by amending subparagraph (F) to read
as follows:

‘“(F) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A)(i)(I), the applica-
ble percentage shall be determined in accord-
ance with the following table:
“In the case of any

plan year beginning

The applicable
percentage is—

160
165
170.”.

(b) AMENDMENT OF ERISA.—Section
302(c)(7) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1082(c)(7)) is
amended—

(1) by striking ‘‘the applicable percentage’’
in subparagraph (A)(i)(I) and inserting ‘in
the case of plan years beginning before Janu-
ary 1, 2005, the applicable percentage’’, and

(2) by amending subparagraph (F) to read
as follows:

‘“(F) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A)(i)(I), the applica-
ble percentage shall be determined in accord-
ance with the following table:
“In the case of any

plan year beginning

The applicable
percentage is—

in—
2002 ... 160
2003 ... . 1656
2004 iiiieeei e 170..

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

SEC. 652. MAXIMUM CONTRIBUTION DEDUCTION
RULES MODIFIED AND APPLIED TO
ALL DEFINED BENEFIT PLANS.

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 404(a)(1) (relating to special rule in case
of certain plans) is amended to read as fol-
lows:

‘(D) SPECIAL RULE IN CASE OF CERTAIN
PLANS.—

‘(i) IN GENERAL.—In the case of any defined
benefit plan, except as provided in regula-
tions, the maximum amount deductible
under the limitations of this paragraph shall
not be less than the unfunded termination li-
ability (determined as if the proposed termi-
nation date referred to in section
4041(b)(2)(A)(A)(II) of the Employee Retire-
ment Income Security Act of 1974 were the
last day of the plan year).

‘(i) PLANS WITH LESS THAN 100 PARTICI-
PANTS.—For purposes of this subparagraph,
in the case of a plan which has less than 100
participants for the plan year, termination
liability shall not include the liability at-
tributable to benefit increases for highly
compensated employees (as defined in sec-
tion 414(q)) resulting from a plan amendment
which is made or becomes effective, which-
ever is later, within the last 2 years before
the termination date.

‘(iii) RULE FOR DETERMINING NUMBER OF
PARTICIPANTS.—For purposes of determining
whether a plan has more than 100 partici-
pants, all defined benefit plans maintained
by the same employer (or any member of
such employer’s controlled group (within the
meaning of section 412(1)(8)(C))) shall be
treated as one plan, but only employees of
such member or employer shall be taken into
account.
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‘“(iv) PLANS MAINTAINED BY PROFESSIONAL
SERVICE EMPLOYERS.—Clause (i) shall not
apply to a plan described in section
4021(b)(13) of the Employee Retirement In-
come Security Act of 1974.”.

(b) CONFORMING AMENDMENT.—Paragraph
(6) of section 4972(c) is amended to read as
follows:

‘“(6) EXCEPTIONS.—In determining the
amount of nondeductible contributions for
any taxable year, there shall not be taken
into account so much of the contributions to
one or more defined contribution plans
which are not deductible when contributed
solely because of section 404(a)(7) as does not
exceed the greater of—

‘““(A) the amount of contributions not in
excess of 6 percent of compensation (within
the meaning of section 404(a)) paid or ac-
crued (during the taxable year for which the
contributions were made) to beneficiaries
under the plans, or

‘(B) the sum of—

‘(i) the amount of contributions described
in section 401(m)(4)(A), plus

‘“(ii) the amount of contributions described

in section 402(g)(3)(A).
For purposes of this paragraph, the deduct-
ible limits under section 404(a)(7) shall first
be applied to amounts contributed to a de-
fined benefit plan and then to amounts de-
scribed in subparagraph (B).”.

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

SEC. 653. EXCISE TAX RELIEF FOR SOUND PEN-
SION FUNDING.

(a) IN GENERAL.—Subsection (c) of section
4972 (relating to nondeductible contribu-
tions) is amended by adding at the end the
following new paragraph:

“(7) DEFINED BENEFIT PLAN EXCEPTION.—In
determining the amount of nondeductible
contributions for any taxable year, an em-
ployer may elect for such year not to take
into account any contributions to a defined
benefit plan except to the extent that such
contributions exceed the full-funding limita-
tion (as defined in section 412(c)(7), deter-
mined without regard to subparagraph
(A)(A)(X) thereof). For purposes of this para-
graph, the deductible limits under section
404(a)(7) shall first be applied to amounts
contributed to defined contribution plans
and then to amounts described in this para-
graph. If an employer makes an election
under this paragraph for a taxable year,
paragraph (6) shall not apply to such em-
ployer for such taxable year.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 654. TREATMENT OF MULTIEMPLOYER
PLANS UNDER SECTION 415.

(a) COMPENSATION LIMIT.—

(1) IN GENERAL.—Paragraph (11) of section
415(b) (relating to limitation for defined ben-
efit plans) is amended to read as follows:

¢‘(11) SPECIAL LIMITATION RULE FOR GOVERN-
MENTAL AND MULTIEMPLOYER PLANS.—In the
case of a governmental plan (as defined in
section 414(d)) or a multiemployer plan (as
defined in section 414(f)), subparagraph (B) of
paragraph (1) shall not apply.”.

(2) CONFORMING AMENDMENT.—Section
415(b)(7) (relating to benefits under certain
collectively bargained plans) is amended by
inserting ‘‘(other than a multiemployer
plan)”’ after ‘‘defined benefit plan’ in the
matter preceding subparagraph (A).

(b) COMBINING AND AGGREGATION OF
PLANS.—

(1) COMBINING OF PLANS.—Subsection (f) of
section 415 (relating to combining of plans) is
amended by adding at the end the following:

“(3) EXCEPTION FOR MULTIEMPLOYER
PLANS.—Notwithstanding paragraph (1) and
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subsection (g), a multiemployer plan (as de-
fined in section 414(f)) shall not be combined
or aggregated with any other plan main-
tained by an employer for purposes of apply-
ing subsection (b)(1)(B) to such plan or any
other such plan.”.

(2) CONFORMING AMENDMENT FOR AGGREGA-
TION OF PLANS.—Subsection (g) of section 415
(relating to aggregation of plans) is amended
by striking ‘‘The Secretary’ and inserting
‘“Except as provided in subsection (f)(3), the
Secretary”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 655. PROTECTION OF INVESTMENT OF EM-
PLOYEE CONTRIBUTIONS TO 401(k)
PLANS.

(a) IN GENERAL.—Section 1524(b) of the
Taxpayer Relief Act of 1997 is amended to
read as follows:

“(b) EFFECTIVE DATE.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to elective deferrals for
plan years beginning after December 31, 1998.

‘(2) NONAPPLICATION TO PREVIOUSLY AC-
QUIRED PROPERTY.—The amendments made
by this section shall not apply to any elec-
tive deferral which is invested in assets con-
sisting of qualifying employer securities,
qualifying employer real property, or both, if
such assets were acquired before January 1,
1999.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply as if in-
cluded in the provision of the Taxpayer Re-
lief Act of 1997 to which it relates.

SEC. 656. PROHIBITED ALLOCATIONS OF STOCK
IN S CORPORATION ESOP.

(a) IN GENERAL.—Section 409 (relating to
qualifications for tax credit employee stock
ownership plans) is amended by redesig-
nating subsection (p) as subsection (q) and
by inserting after subsection (o) the fol-
lowing new subsection:

“(p) PROHIBITED ALLOCATIONS OF SECURI-
TIES IN AN S CORPORATION.—

‘(1) IN GENERAL.—An employee stock own-
ership plan holding employer securities con-
sisting of stock in an S corporation shall
provide that no portion of the assets of the
plan attributable to (or allocable in lieu of)
such employer securities may, during a non-
allocation year, accrue (or be allocated di-
rectly or indirectly under any plan of the
employer meeting the requirements of sec-
tion 401(a)) for the benefit of any disqualified
person.

¢(2) FAILURE TO MEET REQUIREMENTS.—

““(A) IN GENERAL.—If a plan fails to meet
the requirements of paragraph (1), the plan
shall be treated as having distributed to any
disqualified person the amount allocated to
the account of such person in violation of
paragraph (1) at the time of such allocation.

¢(B) CROSS REFERENCE.—

“For excise tax relating to violations of
paragraph (1) and ownership of synthetic eq-
uity, see section 4979A

‘“(3) NONALLOCATION YEAR.—For purposes of
this subsection—

‘‘(A) IN GENERAL.—The term ‘nonallocation
year’ means any plan year of an employee
stock ownership plan if, at any time during
such plan year—

‘“(i) such plan holds employer securities
consisting of stock in an S corporation, and

‘‘(i1) disqualified persons own at least 50
percent of the number of shares of stock in
the S corporation.

‘(B) ATTRIBUTION RULES.—For purposes of
subparagraph (A)—

‘(i) IN GENERAL.—The rules of section
318(a) shall apply for purposes of determining
ownership, except that—

‘(D in applying paragraph (1) thereof, the
members of an individual’s family shall in-
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clude members of the family described in
paragraph (4)(D), and

“(IT) paragraph (4) thereof shall not apply.
‘(i) DEEMED-OWNED SHARES.—Notwith-
standing the employee trust exception in
section 318(a)(2)(B)(i), an individual shall be
treated as owning deemed-owned shares of
the individual.
Solely for purposes of applying paragraph (5),
this subparagraph shall be applied after the
attribution rules of paragraph (5) have been
applied.

‘‘(4) DISQUALIFIED PERSON.—For purposes of
this subsection—

‘““(A) IN GENERAL.—The term ‘disqualified
person’ means any person if—

‘(i) the aggregate number of deemed-
owned shares of such person and the mem-
bers of such person’s family is at least 20 per-
cent of the number of deemed-owned shares
of stock in the S corporation, or

‘“(ii) in the case of a person not described
in clause (i), the number of deemed-owned
shares of such person is at least 10 percent of
the number of deemed-owned shares of stock
in such corporation.

‘(B) TREATMENT OF FAMILY MEMBERS.—In
the case of a disqualified person described in
subparagraph (A)(i), any member of such per-
son’s family with deemed-owned shares shall
be treated as a disqualified person if not oth-
erwise treated as a disqualified person under
subparagraph (A).

¢“(C) DEEMED-OWNED SHARES.—

‘(i) IN GENERAL.—The term ‘deemed-owned
shares’ means, with respect to any person—

“(I) the stock in the S corporation consti-
tuting employer securities of an employee
stock ownership plan which is allocated to
such person under the plan, and

‘“(IT) such person’s share of the stock in
such corporation which is held by such plan
but which is not allocated under the plan to
participants.

‘(i) PERSON’S SHARE OF UNALLOCATED
STOCK.—For purposes of clause (i)(II), a per-
son’s share of unallocated S corporation
stock held by such plan is the amount of the
unallocated stock which would be allocated
to such person if the unallocated stock were
allocated to all participants in the same pro-
portions as the most recent stock allocation
under the plan.

‘(D) MEMBER OF FAMILY.—For purposes of
this paragraph, the term ‘member of the
family’ means, with respect to any indi-
vidual—

‘“(i) the spouse of the individual,

‘(ii) an ancestor or lineal descendant of
the individual or the individual’s spouse,

‘‘(iii) a brother or sister of the individual
or the individual’s spouse and any lineal de-
scendant of the brother or sister, and

‘“(iv) the spouse of any individual described

in clause (ii) or (iii).
A spouse of an individual who is legally sepa-
rated from such individual under a decree of
divorce or separate maintenance shall not be
treated as such individual’s spouse for pur-
poses of this subparagraph.

¢“(6) TREATMENT OF SYNTHETIC EQUITY.—For
purposes of paragraphs (3) and (4), in the case
of a person who owns synthetic equity in the
S corporation, except to the extent provided
in regulations, the shares of stock in such
corporation on which such synthetic equity
is based shall be treated as outstanding
stock in such corporation and deemed-owned
shares of such person if such treatment of
synthetic equity of 1 or more such persons
results in—

‘“(A) the treatment of any person as a dis-
qualified person, or

‘“(B) the treatment of any year as a non-
allocation year.

For purposes of this paragraph, synthetic eq-
uity shall be treated as owned by a person in
the same manner as stock is treated as
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owned by a person under the rules of para-
graphs (2) and (3) of section 318(a). If, with-
out regard to this paragraph, a person is
treated as a disqualified person or a year is
treated as a nonallocation year, this para-
graph shall not be construed to result in the
person or year not being so treated.

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

‘“(A) EMPLOYEE STOCK OWNERSHIP PLAN.—
The term ‘employee stock ownership plan’
has the meaning given such term by section
4975(e) (7).

‘(B) EMPLOYER SECURITIES.—The term ‘em-
ployer security’ has the meaning given such
term by section 409(1).

¢(C) SYNTHETIC EQUITY.—The term ‘syn-
thetic equity’ means any stock option, war-
rant, restricted stock, deferred issuance
stock right, or similar interest or right that
gives the holder the right to acquire or re-
ceive stock of the S corporation in the fu-
ture. Except to the extent provided in regu-
lations, synthetic equity also includes a
stock appreciation right, phantom stock
unit, or similar right to a future cash pay-
ment based on the value of such stock or ap-
preciation in such value.

‘(7Y REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section.”.

(b) COORDINATION WITH SECTION 4975(e)(7).—
The last sentence of section 4975(e)(7) (defin-
ing employee stock ownership plan) is
amended by inserting ‘¢, section 409(p),”’ after
“409(n)”’.

(c) EXCISE TAX.—

(1) APPLICATION OF TAX.—Subsection (a) of
section 4979A (relating to tax on certain pro-
hibited allocations of employer securities) is
amended—

(A) by striking ‘‘or”’
graph (1), and

(B) by striking all that follows paragraph
(2) and inserting the following:

‘“(3) there is any allocation of employer se-
curities which violates the provisions of sec-
tion 409(p), or a nonallocation year described
in subsection (e)(2)(C) with respect to an em-
ployee stock ownership plan, or

‘“(4) any synthetic equity is owned by a dis-
qualified person in any nonallocation year,
there is hereby imposed a tax on such alloca-
tion or ownership equal to 50 percent of the
amount involved.”.

(2) LIABILITY.—Section 4979A(c) (defining
liability for tax) is amended to read as fol-
lows:

‘“(c) LIABILITY FOR TAX.—The tax imposed
by this section shall be paid—

‘(1) in the case of an allocation referred to
in paragraph (1) or (2) of subsection (a), by—

“‘(A) the employer sponsoring such plan, or

‘“(B) the eligible worker-owned coopera-
tive,
which made the written statement described
in section 664(g)(1)(E) or in section
1042(b)(3)(B) (as the case may be), and

‘(2) in the case of an allocation or owner-
ship referred to in paragraph (3) or (4) of sub-
section (a), by the S corporation the stock in
which was so allocated or owned.”.

(3) DEFINITIONS.—Section 4979A(e) (relating
to definitions) is amended to read as follows:

‘‘(e) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘(1) DEFINITIONS.—Except as provided in
paragraph (2), terms used in this section
have the same respective meanings as when
used in sections 409 and 4978.

‘“(2) SPECIAL RULES RELATING TO TAX IM-
POSED BY REASON OF PARAGRAPH (3) OR (4) OF
SUBSECTION (&).—

“(A) PROHIBITED ALLOCATIONS.—The
amount involved with respect to any tax im-
posed by reason of subsection (a)(3) is the

at the end of para-
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amount allocated to the account of any per-
son in violation of section 409(p)(1).

“(B) SYNTHETIC EQUITY.—The amount in-
volved with respect to any tax imposed by
reason of subsection (a)(4) is the value of the
shares on which the synthetic equity is
based.

“(C) SPECIAL RULE DURING FIRST NON-
ALLOCATION YEAR.—For purposes of subpara-
graph (A), the amount involved for the first
nonallocation year of any employee stock
ownership plan shall be determined by tak-
ing into account the total value of all the
deemed-owned shares of all disqualified per-
sons with respect to such plan.

“(D) STATUTE OF LIMITATIONS.—The statu-
tory period for the assessment of any tax im-
posed by this section by reason of paragraph
(3) or (4) of subsection (a) shall not expire be-
fore the date which is 3 years from the later
of—

‘(i) the allocation or ownership referred to
in such paragraph giving rise to such tax, or

‘‘(i1) the date on which the Secretary is no-
tified of such allocation or ownership.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to plan years begin-
ning after December 31, 2002.

(2) EXCEPTION FOR CERTAIN PLANS.—In the
case of any—

(A) employee stock ownership plan estab-
lished after July 11, 2000, or

(B) employee stock ownership plan estab-
lished on or before such date if employer se-
curities held by the plan consist of stock in
a corporation with respect to which an elec-
tion under section 1362(a) of the Internal
Revenue Code of 1986 is not in effect on such
date,
the amendments made by this section shall
apply to plan years ending after July 11, 2000.
SEC. 657. AUTOMATIC ROLLOVERS OF CERTAIN

MANDATORY DISTRIBUTIONS.

(a) DIRECT TRANSFERS OF MANDATORY DIS-
TRIBUTIONS.—

(1) IN GENERAL.—Section 401(a)(31) (relating
to optional direct transfer of eligible roll-
over distributions), as amended by section
643, is amended by redesignating subpara-
graphs (B), (C), and (D) as subparagraphs (C),
(D), and (E), respectively, and by inserting
after subparagraph (A) the following new
subparagraph:

“(B) CERTAIN MANDATORY DISTRIBUTIONS.—

‘(i) IN GENERAL.—In case of a trust which
is part of an eligible plan, such trust shall
not constitute a qualified trust under this
section unless the plan of which such trust is
a part provides that if—

“(I) a distribution described in clause (ii)
in excess of $1,000 is made, and

‘“(IT) the distributee does not make an elec-
tion under subparagraph (A) and does not
elect to receive the distribution directly,
the plan administrator shall make such
transfer to an individual retirement account
or annuity of a designated trustee or issuer
and shall notify the distributee in writing
(either separately or as part of the notice
under section 402(f)) that the distribution
may be transferred without cost or penalty
to another individual account or annuity.

‘“(ii) ELIGIBLE PLAN.—For purposes of
clause (i), the term ‘eligible plan’ means a
plan which provides that any nonforfeitable
accrued benefit for which the present value
(as determined under section 411(a)(11)) does
not exceed $5,000 shall be immediately dis-
tributed to the participant.”.

(2) CONFORMING AMENDMENTS.—

(A) The heading of section 401(a)(31) is
amended by striking ‘‘OPTIONAL DIRECT’”’ and
inserting ‘‘DIRECT’.

(B) Section 401(a)(31)(C), as redesignated by
paragraph (1), is amended by striking ‘‘Sub-
paragraph (A)” and inserting ‘‘Subpara-
graphs (A) and (B)”.
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(b) NOTICE REQUIREMENT.—Section 402(f)(1)
(relating to written explanation to recipients
of distributions eligible for rollover treat-
ment) is amended by striking ‘‘and” at the
end of subparagraph (C), by striking the pe-
riod at the end of subparagraph (D), and by
adding at the end the following new subpara-
graph:

‘“(E) if applicable, of the provision requir-
ing a direct trustee-to-trustee transfer of a
distribution under section 401(a)(31)(B) un-
less the recipient elects otherwise.”.

(c) FIDUCIARY RULES.—

(1) IN GENERAL.—Section 404(c) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1104(c)) is amended by adding
at the end the following new paragraph:

‘“(3) In the case of a pension plan which
makes a transfer to an individual retirement
account or annuity of a designated trustee or
issuer under section 401(a)(31)(B) of the Inter-
nal Revenue Code of 1986, the participant or
beneficiary shall, for purposes of paragraph
(1), be treated as exercising control over the
assets in the account or annuity upon the
earlier of—

““(A) a rollover of all or a portion of the
amount to another individual retirement ac-
count or annuity; or

‘(B) one year after the transfer is made.”.

(2) REGULATIONS.—

(A) AUTOMATIC ROLLOVER SAFE HARBOR.—
The Secretary of Labor shall promulgate
regulations to provide guidance regarding
meeting the fiduciary requirements of sec-
tion 404(a) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1104(a))
in the case of a pension plan which makes a
transfer under section 401(a)(31)(B) of the In-
ternal Revenue Code of 1986.

(B) USE OF LOW-COST INDIVIDUAL RETIRE-
MENT PLANS.—The Secretary of the Treasury
and the Secretary of Labor shall promulgate
such regulations as necessary to encourage
the use of low-cost individual retirement
plans for purposes of transfers under section
401(a)(31)(B) of the Internal Revenue Code of
1986 and for other uses as appropriate to pro-
mote the preservation of assets for retire-
ment income purposes.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsection (c) are prescribed.

SEC. 658. CLARIFICATION OF TREATMENT OF
CONTRIBUTIONS TO MULTIEM-
PLOYER PLAN.

(a) NOT CONSIDERED METHOD OF ACCOUNT-
ING.—For purposes of section 446 of the Inter-
nal Revenue Code of 1986, a determination
under section 404(a)(6) of such Code regarding
the taxable year with respect to which a con-
tribution to a multiemployer pension plan is
deemed made shall not be treated as a meth-
od of accounting of the taxpayer. No deduc-
tion shall be allowed for any taxable year for
any contribution to a multiemployer pension
plan with respect to which a deduction was
previously allowed.

(b) REGULATIONS.—The Secretary of the
Treasury shall promulgate such regulations
as necessary to clarify that a taxpayer shall
not be allowed, with respect to any taxable
year, an aggregate amount of deductions for
contributions to a multiemployer pension
plan which exceeds the amount of such con-
tributions made or deemed made under sec-
tion 404(a)(6) of the Internal Revenue Code of
1986 to such plan.

(c) EFFECTIVE DATE.—Subsection (a), and
any regulations promulgated under sub-
section (b), shall be effective for years end-
ing after the date of the enactment of this
Act.
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PART II—-TREATMENT OF PLAN AMEND-
MENTS REDUCING FUTURE BENEFIT AC-
CRUALS

SEC. 659. NOTICE REQUIRED FOR PENSION PLAN

AMENDMENTS HAVING THE EFFECT
OF SIGNIFICANTLY REDUCING FU-
TURE BENEFIT ACCRUALS.

(a) EXCISE TAX.—

(1) IN GENERAL.—Chapter 43 (relating to
qualified pension, etc., plans) is amended by
adding at the end the following new section:
“SEC. 4980F. FAILURE TO PROVIDE NOTICE OF

PENSION PLAN AMENDMENTS RE-
DUCING BENEFIT ACCRUALS.

‘‘(a) IMPOSITION OF TAX.—There is hereby
imposed a tax on the failure of an applicable
pension plan to meet the requirements of
subsection (e) with respect to any applicable
individual.

““(b) AMOUNT OF TAX.—

‘(1) IN GENERAL.—The amount of the tax
imposed by subsection (a) on any failure
with respect to any applicable individual
shall be $100 for each day in the noncompli-
ance period with respect to such failure.

‘‘(2) NONCOMPLIANCE PERIOD.—For purposes
of this section, the term ‘noncompliance pe-
riod’ means, with respect to any failure, the
period beginning on the date the failure first
occurs and ending on the date the notice to
which the failure relates is provided or the
failure is otherwise corrected.

¢‘(c) LIMITATIONS ON AMOUNT OF TAX.—

‘(1) TAX NOT TO APPLY WHERE FAILURE NOT
DISCOVERED AND REASONABLE DILIGENCE EXER-
CISED.—No tax shall be imposed by sub-
section (a) on any failure during any period
for which it is established to the satisfaction
of the Secretary that any person subject to
liability for the tax under subsection (d) did
not know that the failure existed and exer-
cised reasonable diligence to meet the re-
quirements of subsection (e).

‘(2) TAX NOT TO APPLY TO FAILURES COR-
RECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) on any failure if—

‘‘(A) any person subject to liability for the
tax under subsection (d) exercised reasonable
diligence to meet the requirements of sub-
section (e), and

‘“(B) such person provides the notice de-
scribed in subsection (e) during the 30-day
period beginning on the first date such per-
son knew, or exercising reasonable diligence
would have known, that such failure existed.

“(3) OVERALL LIMITATION FOR UNINTEN-
TIONAL FAILURES.—

‘““(A) IN GENERAL.—If the person subject to
liability for tax under subsection (d) exer-
cised reasonable diligence to meet the re-
quirements of subsection (e), the tax imposed
by subsection (a) for failures during the tax-
able year of the employer (or, in the case of
a multiemployer plan, the taxable year of
the trust forming part of the plan) shall not
exceed $500,000. For purposes of the preceding
sentence, all multiemployer plans of which
the same trust forms a part shall be treated
as 1 plan.

“(B) TAXABLE YEARS IN THE CASE OF CER-
TAIN CONTROLLED GROUPS.—For purposes of
this paragraph, if all persons who are treated
as a single employer for purposes of this sec-
tion do not have the same taxable year, the
taxable years taken into account shall be de-
termined under principles similar to the
principles of section 1561.

‘“(4) WAIVER BY SECRETARY.—In the case of
a failure which is due to reasonable cause
and not to willful neglect, the Secretary may
waive part or all of the tax imposed by sub-
section (a) to the extent that the payment of
such tax would be excessive or otherwise in-
equitable relative to the failure involved.

“(d) LIABILITY FOR TAX.—The following
shall be liable for the tax imposed by sub-
section (a):

‘(1) In the case of a plan other than a mul-
tiemployer plan, the employer.
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‘“(2) In the case of a multiemployer plan,
the plan.

‘“(e) NOTICE REQUIREMENTS FOR PLAN
AMENDMENTS SIGNIFICANTLY REDUCING BEN-
EFIT ACCRUALS.—

‘(1) IN GENERAL.—If the sponsor of an ap-
plicable pension plan adopts an amendment
which has the effect of significantly reducing
the rate of future benefit accrual of 1 or
more participants, the plan administrator
shall, not later than the 45th day before the
effective date of the amendment, provide
written notice to each applicable individual
(and to each employee organization rep-
resenting applicable individuals) which—

‘“(A) sets forth a summary of the plan
amendment and the effective date of the
amendment,

‘(B) includes a statement that the plan
amendment is expected to significantly re-
duce the rate of future benefit accrual,

‘“(C) includes a description of the classes of
employees reasonably expected to be affected
by the reduction in the rate of future benefit
accrual,

‘(D) sets forth examples illustrating how
the plan will change benefits for such classes
of employees,

‘“(E) if paragraph (2) applies to the plan
amendment, includes a notice that the plan
administrator will provide a benefit esti-
mation tool kit described in paragraph (2)(B)
to each applicable individual no later than
the date required under paragraph (2)(A), and

‘“(F) includes a notice of each applicable
individual’s right under Federal law to re-
ceive, and of the procedures for requesting,
an annual benefit statement.

‘“(2) REQUIREMENT TO PROVIDE BENEFIT ESTI-
MATION TOOL KIT.—

““(A) IN GENERAL.—If a plan amendment re-
sults in the significant restructuring of the
plan benefit formula (as determined under
regulations prescribed by the Secretary), the
plan administrator shall, not later than the
15th day before the effective date of the
amendment, provide a benefit estimation
tool kit described in subparagraph (B) to
each applicable individual. If such plan
amendment occurs within 12 months of an
event described in section 410(b)(6)(C), the
plan administrator shall in no event be re-
quired to provide the benefit estimation tool
kit to applicable individuals affected by the
event before the date which is 12 months
after the date on which notice under para-
graph (1) is given to such applicable individ-
uals.

“(B) BENEFIT ESTIMATION TOOL KIT.—The
benefit estimation tool kit described in this
subparagraph shall include the following in-
formation:

‘(1) Sufficient information to enable an ap-
plicable individual to estimate the individ-
ual’s projected benefits under the terms of
the plan in effect both before and after the
adoption of the amendment.

‘(i) The formulas and actuarial assump-
tions necessary to estimate under both such
plan terms a single life annuity at appro-
priate ages, and, when available, a lump sum
distribution.

‘(iii) The interest rate used to compute a
lump sum distribution and information as to
whether the value of any early retirement
benefit or retirement-type subsidy (within
the meaning of section 411(d)(6)(B)(i)) is in-
cluded in the lump sum distribution.

“(3) NOTICE TO DESIGNEE.—Any notice
under paragraph (1) or (2) may be provided to
a person designated, in writing, by the per-
son to which it would otherwise be provided.

‘(4) FORM OF EXPLANATION.—The informa-
tion required to be provided under this sub-
section shall be provided in a manner cal-
culated to be reasonably understood by the
average plan participant.
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‘‘(f) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

(1) APPLICABLE INDIVIDUAL.—

‘“(A) IN GENERAL.—The term ‘applicable in-
dividual’ means, with respect to any plan
amendment—

‘(i) each participant in the plan, and

‘‘(ii) any beneficiary who is an alternate
payee (within the meaning of section
414(p)(8)) under an applicable qualified do-
mestic relations order (within the meaning
of section 414(p)(1)(A)),
whose rate of future benefit accrual under
the plan may reasonably be expected to be
significantly reduced by such plan amend-
ment.

‘“(B) EXCEPTION FOR PARTICIPANTS WITH
LESS THAN 1 YEAR OF PARTICIPATION.—Such
term shall not include a participant who has
less than 1 year of participation (within the
meaning of section 411(b)(4)) under the plan
as of the effective date of the plan amend-
ment.

‘(2) APPLICABLE PENSION PLAN.—The term
‘applicable pension plan’ means—

‘“(A) a defined benefit plan, or

‘(B) an individual account plan which is

subject to the funding standards of section
412.
Such term shall not include a governmental
plan (within the meaning of section 414(d)), a
church plan (within the meaning of section
414(e)) with respect to which an election
under section 410(d) has not been made, or
any other plan to which section 204(h) of the
Employee Retirement Income Security Act
of 1974 does not apply.

‘“(3) EARLY RETIREMENT.—A plan amend-
ment which eliminates or significantly re-
duces any early retirement benefit or retire-
ment-type subsidy (within the meaning of
section 411(d)(6)(B)(i)) shall be treated as
having the effect of significantly reducing
the rate of future benefit accrual.

“(g) REGULATIONS.—The Secretary shall,
not later than 1 year after the date of the en-
actment of this section, issue—

‘(1) the regulations described in subsection
(e)(2)(A) and section 204(h)(2)(A) of the Em-
ployee Retirement Income Security Act of
1974, and

‘“(2) guidance for both of the examples de-
scribed in subsection (e)(1)(D) and section
204(h)(1)(D) of the Employee Retirement In-
come Security Act of 1974 and the benefit es-
timation tool kit described in subsection
(e)(2)(B) and section 204(h)(2)(B) of the Em-
ployee Retirement Income Security Act of
1974.

“(h) NEwW TECHNOLOGIES.—The Secretary
may by regulation allow any notice under
paragraph (1) or (2) of subsection (e) to be
provided by using new technologies. Such
regulations shall ensure that at least one op-
tion for providing such notice is not depend-
ent on new technologies.”

(2) CONFORMING AMENDMENT.—The table of
sections for chapter 43 is amended by adding
at the end the following new item:

‘“Sec. 4980F. Failure to provide notice of pen-
sion plan amendments reducing
benefit accruals.”

(b) AMENDMENT OF ERISA.—Section 204(h)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1054(h)) is amended
to read as follows:

“(h)(1) If an applicable pension plan is
amended so as to provide a significant reduc-
tion in the rate of future benefit accrual of
1 or more participants, the plan adminis-
trator shall, not later than the 45th day be-
fore the effective date of the amendment,
provide written notice to each applicable in-
dividual (and to each employee organization
representing applicable individuals) which—

““(A) sets forth a summary of the plan
amendment and the effective date of the
amendment,
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“(B) includes a statement that the plan
amendment is expected to significantly re-
duce the rate of future benefit accrual,

¢(C) includes a description of the classes of
employees reasonably expected to be affected
by the reduction in the rate of future benefit
accrual,

(D) sets forth examples illustrating how
the plan will change benefits for such classes
of employees,

‘“(E) if paragraph (2) applies to the plan
amendment, includes a notice that the plan
administrator will provide a benefit esti-
mation tool kit described in paragraph (2)(B)
to each applicable individual no later than
the date required under paragraph (2)(A), and

“(F) includes a notice of each applicable
individual’s right under Federal law to re-
ceive, and of the procedures for requesting,
an annual benefit statement.

““(2)(A) If a plan amendment results in the
significant restructuring of the plan benefit
formula (as determined under regulations
prescribed by the Secretary of the Treasury),
the plan administrator shall, not later than
the 15th day before the effective date of the
amendment, provide a benefit estimation
tool kit described in subparagraph (B) to
each applicable individual. If such plan
amendment occurs within 12 months of an
event described in section 410(b)(6)(C) of the
Internal Revenue Code of 1986, the plan ad-
ministrator shall in no event be required to
provide the benefit estimation tool kit to ap-
plicable individuals affected by the event be-
fore the date which is 12 months after the
date on which notice under paragraph (1) is
given to such applicable individuals.

‘““(B) The benefit estimation tool kit de-
scribed in this subparagraph shall include
the following information:

‘(i) Sufficient information to enable an ap-
plicable individual to estimate the individ-
ual’s projected benefits under the terms of
the plan in effect both before and after the
adoption of the amendment.

‘‘(ii) The formulas and actuarial assump-
tions necessary to estimate under both such
plan terms a single life annuity at appro-
priate ages, and, when available, a lump sum
distribution.

‘“(iii) The interest rate used to compute a
lump sum distribution and information as to
whether the value of any early retirement
benefit or retirement-type subsidy (within
the meaning of subsection (g)(2)(A)) is in-
cluded in the lump sum distribution.

“(3) Any notice under paragraph (1) or (2)
may be provided to a person designated, in
writing, by the person to which it would oth-
erwise be provided.

‘“(4) The information required to be pro-
vided under this subsection shall be provided
in a manner calculated to be reasonably un-
derstood by the average participant.

““(5)(A) In the case of any failure to exer-
cise due diligence in meeting any require-
ment of this subsection with respect to any
plan amendment, the provisions of the appli-
cable pension plan shall be applied as if such
plan amendment entitled all applicable indi-
viduals to the greater of—

‘(i) the benefits to which they would have
been entitled without regard to such amend-
ment, or

‘“(ii) the benefits under the plan with re-
gard to such amendment.

‘“(B) For purposes of subparagraph (A),
there is a failure to exercise due diligence in
meeting the requirements of this subsection
if such failure is within the control of the
plan sponsor and is—

‘(i) an intentional failure (including any
failure to promptly provide the required no-
tice or information after the plan adminis-
trator discovers an unintentional failure to
meet the requirements of this subsection),

‘‘(ii) a failure to provide most of the indi-
viduals with most of the information they
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are entitled to receive under this subsection,
or

‘“(iii) a failure to exercise due diligence
which is determined under regulations pre-
scribed by the Secretary of the Treasury.

‘“(C) For excise tax on failure to meet re-
quirements, see section 4980F of the Internal
Revenue Code of 1986.

“(5)(A) For purposes of this subsection, the
term ‘applicable individual’ means, with re-
spect to any plan amendment—

‘(1) each participant in the plan, and

‘(i) any beneficiary who is an alternate
payee (within the meaning of section
206(d)(3)(K)) under an applicable qualified do-
mestic relations order (within the meaning
of section 206(d)(3)(B)),
whose rate of future benefit accrual under
the plan may reasonably be expected to be
significantly reduced by such plan amend-
ment.

‘(B) Such term shall not include a partici-
pant who has less than 1 year of participa-
tion (within the meaning of subsection (b)(4))
under the plan as of the effective date of the
plan amendment.

‘“(6) For purposes of this subsection, the
term ‘applicable pension plan’ means—

““(A) a defined benefit plan, or

‘(B) an individual account plan which is
subject to the funding standards of section
302.

“(T) For purposes of this subsection, a plan
amendment which eliminates or signifi-
cantly reduces any early retirement benefit
or retirement-type subsidy (within the
meaning of section 204(g2)(2)(A)) shall be
treated as having the effect of significantly
reducing the rate of future benefit accrual.

‘“(8) The Secretary of the Treasury may by
regulation allow any notice under this sub-
section to be provided by using new tech-
nologies. Such regulation shall ensure that
at least one option for providing such notice
is not dependent on new technologies.”’

(c) REGULATIONS RELATING TO EARLY RE-
TIREMENT SUBSIDIES.—The Secretary of the
Treasury or the Secretary’s delegate shall,
not later than 1 year after the date of the en-
actment of this Act, issue regulations relat-
ing to early retirement benefits or retire-
ment-type subsidies described in section
411(d)(6)(B)(i) of the Internal Revenue Code
of 1986 and section 204(g)(2)(A) of the Em-
ployee Retirement Income Security Act of
1974.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to plan amendments
taking effect on or after the date of the en-
actment of this Act.

(2) TRANSITION.—Until such time as the
Secretary of the Treasury issues regulations
under section 4980F(e)(2) of the Internal Rev-
enue Code of 1986 and section 204(h)(2) of the
Employee Retirement Income Security Act
of 1974 (as added by the amendments made by
this section), a plan shall be treated as meet-
ing the requirements of such sections if it
makes a good faith effort to comply with
such requirements.

(3) SPECIAL NOTICE RULES.—The period for
providing any notice required by the amend-
ments made by this section shall not end be-
fore the date which is 3 months after the
date of the enactment of this Act.

(d) STuDY.—The Secretary of the Treasury
shall prepare a report on the effects of sig-
nificant restructurings of plan benefit for-
mulas of traditional defined benefit plans.
Such study shall examine the effects of such
restructurings on longer service partici-
pants, including the incidence and effects of
“‘wear away’’ provisions under which partici-
pants earn no additional benefits for a period
of time after restructuring. As soon as prac-
ticable, but not later than one year after the
date of enactment of this Act, the Secretary
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shall submit such report, together with rec-
ommendations thereon, to the Committee on
Ways and Means and the Committee on Edu-
cation and the Workforce of the House of
Representatives and the Committee on Fi-
nance and the Committee on Health, Edu-
cation, Labor, and Pensions of the Senate.

Subtitle F—Reducing Regulatory Burdens
SEC. 661. MODIFICATION OF TIMING OF PLAN

VALUATIONS.

(a) IN GENERAL.—Paragraph (9) of section
412(c) (relating to annual valuation) is
amended to read as follows:

“(9) ANNUAL VALUATION.—

“‘(A) IN GENERAL.—For purposes of this sec-
tion, a determination of experience gains and
losses and a valuation of the plan’s liability
shall be made not less frequently than once
every year, except that such determination
shall be made more frequently to the extent
required in particular cases under regula-
tions prescribed by the Secretary.

“(B) VALUATION DATE.—

‘(i) CURRENT YEAR.—Except as provided in
clause (ii), the valuation referred to in sub-
paragraph (A) shall be made as of a date
within the plan year to which the valuation
refers or within one month prior to the be-
ginning of such year.

‘“(ii) ELECTION TO USE PRIOR YEAR VALU-
ATION.—The valuation referred to in subpara-
graph (A) may be made as of a date within
the plan year prior to the year to which the
valuation refers if—

“(I) an election is in effect under this
clause with respect to the plan, and

‘“(IT) as of such date, the value of the assets
of the plan are not less than 125 percent of
the plan’s current liability (as defined in
paragraph (7)(B)).

““(iii) ADJUSTMENTS.—Information under
clause (ii) shall, in accordance with regula-
tions, be actuarially adjusted to reflect sig-
nificant differences in participants.

‘“(iv) ELECTION.—An election under clause
(ii), once made, shall be irrevocable without
the consent of the Secretary.”.

(b) AMENDMENT OF ERISA.—Paragraph (9)
of section 302(c) of the Employee Retirement
Income Security Act of 197 (29 U.S.C.
1053(c)) is amended—

(1) by inserting ‘““(A)”’ after ““(9)”, and

(2) by adding at the end the following:

“(B)(1) Except as provided in clause (ii),
the valuation referred to in subparagraph (A)
shall be made as of a date within the plan
year to which the valuation refers or within
one month prior to the beginning of such
year.

‘“(ii) The valuation referred to in subpara-
graph (A) may be made as of a date within
the plan year prior to the year to which the
valuation refers if—

“(I) an election is in effect under this
clause with respect to the plan, and

‘“(IT) as of such date, the value of the assets
of the plan are not less than 125 percent of
the plan’s current liability (as defined in
paragraph (7)(B)).

¢“(iii) Information under clause (ii) shall, in
accordance with regulations, be actuarially
adjusted to reflect significant differences in
participants.

‘(iv) An election under clause (ii), once
made, shall be irrevocable without the con-
sent of the Secretary of the Treasury.”.

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

SEC. 662. ESOP DIVIDENDS MAY BE REINVESTED
WITHOUT LOSS OF DIVIDEND DE-
DUCTION.

(a) IN GENERAL.—Section 404(k)(2)(A) (de-
fining applicable dividends) is amended by
striking ‘“‘or’’ at the end of clause (ii), by re-
designating clause (iii) as clause (iv), and by
inserting after clause (ii) the following new
clause:
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‘“(iii) is, at the election of such partici-
pants or their beneficiaries—

‘() payable as provided in clause (i) or (ii),
or

‘“(IT) paid to the plan and reinvested in
qualifying employer securities, or’’.

(b) LIMITATION ON AMOUNT OF DEDUCTION.—
Section 404(k)(1) (relating to deduction for
dividends paid on certain employer securi-
ties) is amended to read as follows:

(1) DEDUCTION ALLOWED.—

‘““(A) IN GENERAL.—In the case of a C cor-
poration, there shall be allowed as a deduc-
tion for the taxable year an amount equal
to—

‘(i) the amount of any applicable dividend
described in clause (i), (ii), or (iv) of para-
graph (2)(A), and

‘“(ii) the applicable percentage of any ap-
plicable dividend described in clause (iii),
paid in cash by such corporation during the
taxable year with respect to applicable em-
ployer securities. Such deduction shall be in
addition to the deduction allowed subsection
(a).

‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage shall be determined in accord-
ance with the following table:

“For taxable years The applicable
beginning in: percentage is:
2002, 2003, and 2004 .............. 25 percent
2005, 2006, and 2007 .............. 50 percent
2008, 2009, and 2010 . ....1715 percent
2011 and thereafter ........100..percent.”.

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

SEC. 663. REPEAL OF TRANSITION RULE RELAT-
ING TO CERTAIN HIGHLY COM-
PENSATED EMPLOYEES.

(a) IN GENERAL.—Paragraph (4) of section
1114(c) of the Tax Reform Act of 1986 is here-
by repealed.

(b) EFFECTIVE DATE.—The repeal made by
subsection (a) shall apply to plan years be-
ginning after December 31, 2001.

SEC. 664. EMPLOYEES OF TAX-EXEMPT ENTITIES.

(a) IN GENERAL.—The Secretary of the
Treasury shall modify Treasury Regulations
section 1.410(b)-6(g) to provide that employ-
ees of an organization described in section
403(b)(1)(A)(1) of the Internal Revenue Code
of 1986 who are eligible to make contribu-
tions under section 403(b) of such Code pursu-
ant to a salary reduction agreement may be
treated as excludable with respect to a plan
under section 401(k) or (m) of such Code that
is provided under the same general arrange-
ment as a plan under such section 401(k), if—

(1) no employee of an organization de-
scribed in section 403(b)(1)(A)(i) of such Code
is eligible to participate in such section
401(k) plan or section 401(m) plan; and

(2) 95 percent of the employees who are not
employees of an organization described in
section 403(b)(1)(A)(i) of such Code are eligi-
ble to participate in such plan under such
section 401(k) or (m).

(b) EFFECTIVE DATE.—The modification re-
quired by subsection (a) shall apply as of the
same date set forth in section 1426(b) of the
Small Business Job Protection Act of 1996.
SEC. 665. CLARIFICATION OF TREATMENT OF EM-

PLOYER-PROVIDED RETIREMENT
ADVICE.

(a) IN GENERAL.—Subsection (a) of section
132 (relating to exclusion from gross income)
is amended by striking ‘‘or’’ at the end of
paragraph (5), by striking the period at the
end of paragraph (6) and inserting *‘, or’’, and
by adding at the end the following new para-
graph:

“(7) qualified retirement planning serv-
ices.”.

(b) QUALIFIED RETIREMENT PLANNING SERV-
ICES DEFINED.—Section 132 is amended by re-
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designating subsection (m) as subsection (n)
and by inserting after subsection (1) the fol-
lowing:

“(m) QUALIFIED RETIREMENT PLANNING
SERVICES.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified retirement planning
services’ means any retirement planning ad-
vice or information provided to an employee
and his spouse by an employer maintaining a
qualified employer plan.

‘(2) NONDISCRIMINATION RULE.—Subsection
(a)(7) shall apply in the case of highly com-
pensated employees only if such services are
available on substantially the same terms to
each member of the group of employees nor-
mally provided education and information
regarding the employer’s qualified employer
plan.

“(3) QUALIFIED EMPLOYER PLAN.—For pur-
poses of this subsection, the term ‘qualified
employer plan’ means a plan, contract, pen-

sion, or account described in section
219(g)(5).”".
(c) EFFECTIVE DATE.—The amendments

made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 666. REPORTING SIMPLIFICATION.

(a) SIMPLIFIED ANNUAL FILING REQUIRE-
MENT FOR OWNERS AND THEIR SPOUSES.—

(1) IN GENERAL.—The Secretary of the
Treasury shall modify the requirements for
filing annual returns with respect to one-
participant retirement plans to ensure that
such plans with assets of $250,000 or less as of
the close of the plan year and each plan year
beginning on or after January 1, 1994, need
not file a return for that year.

(2) ONE-PARTICIPANT RETIREMENT PLAN DE-
FINED.—For purposes of this subsection, the
term ‘‘one-participant retirement plan”’
means a retirement plan that—

(A) on the first day of the plan year—

(i) covered only the employer (and the em-
ployer’s spouse) and the employer owned the
entire business (whether or not incor-
porated); or

(ii) covered only one or more partners (and
their spouses) in a business partnership (in-
cluding partners in an S or C corporation);

(B) meets the minimum coverage require-
ments of section 410(b) of the Internal Rev-
enue Code of 1986 without being combined
with any other plan of the business that cov-
ers the employees of the business;

(C) does not provide benefits to anyone ex-
cept the employer (and the employer’s
spouse) or the partners (and their spouses);

(D) does not cover a business that is a
member of an affiliated service group, a con-
trolled group of corporations, or a group of
businesses under common control; and

(E) does not cover a business that leases
employees.

(3) OTHER DEFINITIONS.—Terms used in
paragraph (2) which are also used in section
414 of the Internal Revenue Code of 1986 shall
have the respective meanings given such
terms by such section.

(b) EFFECTIVE DATE.—The provisions of
this section shall take effect on January 1,
2002.

SEC. 667. IMPROVEMENT OF EMPLOYEE PLANS
COMPLIANCE RESOLUTION SYSTEM.

The Secretary of the Treasury shall con-
tinue to update and improve the Employee
Plans Compliance Resolution System (or any
successor program) giving special attention
to—

(1) increasing the awareness and knowledge
of small employers concerning the avail-
ability and use of the program;

(2) taking into account special concerns
and circumstances that small employers face
with respect to compliance and correction of
compliance failures;
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(3) extending the duration of the self-cor-
rection period under the Self-Correction Pro-
gram for significant compliance failures;

(4) expanding the availability to correct in-
significant compliance failures under the
Self-Correction Program during audit; and

(5) assuring that any tax, penalty, or sanc-
tion that is imposed by reason of a compli-
ance failure is not excessive and bears a rea-
sonable relationship to the nature, extent,
and severity of the failure.

SEC. 668. REPEAL OF THE MULTIPLE USE TEST.

(a) IN GENERAL.—Paragraph (9) of section
401(m) is amended to read as follows:

‘“(9) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section and subsection (k), including regula-
tions permitting appropriate aggregation of
plans and contributions.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 669. FLEXIBILITY IN NONDISCRIMINATION,
COVERAGE, AND LINE OF BUSINESS
RULES.

(a) NONDISCRIMINATION.—

(1) IN GENERAL.—The Secretary of the
Treasury shall, by regulation, provide that a
plan shall be deemed to satisfy the require-
ments of section 401(a)(4) of the Internal
Revenue Code of 1986 if such plan satisfies
the facts and circumstances test under sec-
tion 401(a)(4) of such Code, as in effect before
January 1, 1994, but only if—

(A) the plan satisfies conditions prescribed
by the Secretary to appropriately limit the
availability of such test; and

(B) the plan is submitted to the Secretary
for a determination of whether it satisfies
such test.

Subparagraph (B) shall only apply to the ex-
tent provided by the Secretary.

(2) EFFECTIVE DATES.—

(A) REGULATIONS.—The regulation required
by paragraph (1) shall apply to years begin-
ning after December 31, 2001.

(B) CONDITIONS OF AVAILABILITY.—Any con-
dition of availability prescribed by the Sec-
retary under paragraph (1)(A) shall not apply
before the first year beginning not less than
120 days after the date on which such condi-
tion is prescribed.

(b) COVERAGE TEST.—

(1) IN GENERAL.—Section 410(b)(1) (relating
to minimum coverage requirements) is
amended by adding at the end the following:

‘(D) In the case that the plan fails to meet
the requirements of subparagraphs (A), (B)
and (C), the plan—

‘‘(i) satisfies subparagraph (B), as in effect
immediately before the enactment of the
Tax Reform Act of 1986,

‘“(ii) is submitted to the Secretary for a de-
termination of whether it satisfies the re-
quirement described in clause (i), and

‘‘(iii) satisfies conditions prescribed by the
Secretary by regulation that appropriately
limit the availability of this subparagraph.
Clause (ii) shall apply only to the extent pro-
vided by the Secretary.”.

(2) EFFECTIVE DATES.—

(A) IN GENERAL.—The amendment made by
paragraph (1) shall apply to years beginning
after December 31, 2001.

(B) CONDITIONS OF AVAILABILITY.—Any con-
dition of availability prescribed by the Sec-
retary under regulations prescribed by the
Secretary under section 410(b)(1)(D) of the
Internal Revenue Code of 1986 shall not apply
before the first year beginning not less than
120 days after the date on which such condi-
tion is prescribed.

(c) LINE OF BUSINESS RULES.—The Sec-
retary of the Treasury shall, on or before De-
cember 31, 2001, modify the existing regula-
tions issued under section 414(r) of the Inter-
nal Revenue Code of 1986 in order to expand
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(to the extent that the Secretary determines
appropriate) the ability of a pension plan to
demonstrate compliance with the line of
business requirements based upon the facts
and circumstances surrounding the design
and operation of the plan, even though the
plan is unable to satisfy the mechanical
tests currently used to determine compli-
ance.
SEC. 670. EXTENSION TO ALL GOVERNMENTAL
PLANS OF MORATORIUM ON APPLI-
CATION OF CERTAIN NON-
DISCRIMINATION RULES APPLICA-
BLE TO STATE AND LOCAL PLANS.

(a) IN GENERAL.—

(1) Subparagraph (G) of section 401(a)(b)
and subparagraph (H) of section 401(a)(26) are
each amended by striking ‘‘section 414(d))”’
and all that follows and inserting ‘‘section
414(d)).”.

(2) Subparagraph (G) of section 401(k)(3)
and paragraph (2) of section 1505(d) of the
Taxpayer Relief Act of 1997 are each amend-
ed by striking ‘“‘maintained by a State or
local government or political subdivision
thereof (or agency or instrumentality there-
of)”.

(b) CONFORMING AMENDMENTS.—

(1) The heading for subparagraph (G) of
section 401(a)(5) is amended to read as fol-
lows: ‘““GOVERNMENTAL PLANS’.

(2) The heading for subparagraph (H) of
section 401(a)(26) is amended to read as fol-

lows: ‘““EXCEPTION FOR GOVERNMENTAL
PLANS’.

(3) Subparagraph (G) of section 401(k)(3) is
amended by inserting ‘‘GOVERNMENTAL

PLANS.—” after “(G)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

Subtitle G—Other ERISA Provisions
SEC. 681. MISSING PARTICIPANTS.

(a) IN GENERAL.—Section 4050 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1350) is amended by redesig-
nating subsection (c) as subsection (e) and by
inserting after subsection (b) the following
new subsection:

“(c) MULTIEMPLOYER PLANS.—The corpora-
tion shall prescribe rules similar to the rules
in subsection (a) for multiemployer plans
covered by this title that terminate under
section 4041A.

“(d) PLANS NOT OTHERWISE SUBJECT TO
TITLE.—

‘(1) TRANSFER TO CORPORATION.—The plan
administrator of a plan described in para-
graph (4) may elect to transfer a missing par-
ticipant’s benefits to the corporation upon
termination of the plan.

¢(2) INFORMATION TO THE CORPORATION.—T0
the extent provided in regulations, the plan
administrator of a plan described in para-
graph (4) shall, upon termination of the plan,
provide the corporation information with re-
spect to benefits of a missing participant if
the plan transfers such benefits—

‘“(A) to the corporation, or

‘“(B) to an entity other than the corpora-
tion or a plan described in paragraph
() (B)(id).

¢“(3) PAYMENT BY THE CORPORATION.—If ben-
efits of a missing participant were trans-
ferred to the corporation under paragraph
(1), the corporation shall, upon location of
the participant or beneficiary, pay to the
participant or beneficiary the amount trans-
ferred (or the appropriate survivor benefit)
either—

“(A) in a single sum (plus interest), or

‘(B) in such other form as is specified in
regulations of the corporation.

‘‘(4) PLANS DESCRIBED.—A plan is described
in this paragraph if—

“‘(A) the plan is a pension plan (within the
meaning of section 3(2))—
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‘(1) to which the provisions of this section
do not apply (without regard to this sub-
section), and

‘‘(ii) which is not a plan described in para-
graphs (2) through (11) of section 4021(b), and

‘(B) at the time the assets are to be dis-
tributed upon termination, the plan—

‘(i) has missing participants, and

‘‘(i1) has not provided for the transfer of as-
sets to pay the benefits of all missing par-
ticipants to another pension plan (within the
meaning of section 3(2)).

‘“(6) CERTAIN PROVISIONS NOT TO APPLY.—
Subsections (a)(1) and (a)(3) shall not apply
to a plan described in paragraph (4).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsections (¢) and (d) of section
4050 of the Employee Retirement Income Se-
curity Act of 1974 (as added by subsection
(a)), respectively, are prescribed.

SEC. 682. REDUCED PBGC PREMIUM FOR NEW
PLANS OF SMALL EMPLOYERS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(A)) is amended—

(1) in clause (i), by inserting ‘‘other than a
new single-employer plan (as defined in sub-
paragraph (F)) maintained by a small em-
ployer (as so defined),” after ‘‘single-em-
ployer plan,”’,

(2) in clause (iii), by striking the period at
the end and inserting ‘¢, and’’, and

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

‘“(iv) in the case of a new single-employer
plan (as defined in subparagraph (F)) main-
tained by a small employer (as so defined)
for the plan year, $6 for each individual who
is a participant in such plan during the plan
year.”.

(b) DEFINITION OF NEW SINGLE-EMPLOYER
PLAN.—Section 4006(a)(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1306(2)(3)) is amended by adding at the
end the following new subparagraph:

‘“(F)(1) For purposes of this paragraph, a
single-employer plan maintained by a con-
tributing sponsor shall be treated as a new
single-employer plan for each of its first 5
plan years if, during the 36-month period
ending on the date of the adoption of such
plan, the sponsor or any member of such
sponsor’s controlled group (or any prede-
cessor of either) did not establish or main-
tain a plan to which this title applies with
respect to which benefits were accrued for
substantially the same employees as are in
the new single-employer plan.

‘“(ii)(I) For purposes of this paragraph, the
term ‘small employer’ means an employer
which on the first day of any plan year has,
in aggregation with all members of the con-
trolled group of such employer, 100 or fewer
employees.

‘“(II) In the case of a plan maintained by
two or more contributing sponsors that are
not part of the same controlled group, the
employees of all contributing sponsors and
controlled groups of such sponsors shall be
aggregated for purposes of determining
whether any contributing sponsor is a small
employer.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plans es-
tablished after December 31, 2001.

SEC. 683. REDUCTION OF ADDITIONAL PBGC PRE-
MIUM FOR NEW AND SMALL PLANS.

(a) NEW PLANS.—Subparagraph (E) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(E)) is amended by adding at the end
the following new clause:

‘“(v) In the case of a new defined benefit
plan, the amount determined under clause
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(ii) for any plan year shall be an amount
equal to the product of the amount deter-
mined under clause (ii) and the applicable
percentage. For purposes of this clause, the
term ‘applicable percentage’ means—

‘(I) 0 percent, for the first plan year.

““(II) 20 percent, for the second plan year.

‘“(III) 40 percent, for the third plan year.

‘(IV) 60 percent, for the fourth plan year.

“(V) 80 percent, for the fifth plan year.

For purposes of this clause, a defined benefit
plan (as defined in section 3(35)) maintained
by a contributing sponsor shall be treated as
a new defined benefit plan for each of its
first 5 plan years if, during the 36-month pe-
riod ending on the date of the adoption of
the plan, the sponsor and each member of
any controlled group including the sponsor
(or any predecessor of either) did not estab-
lish or maintain a plan to which this title
applies with respect to which benefits were
accrued for substantially the same employ-
ees as are in the new plan.”.

(b) SMALL PLANS.—Paragraph (3) of section
4006(a) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1306(a)), as
amended by section 682(b), is amended—

(1) by striking “The” in subparagraph
(E)(i) and inserting ‘‘Except as provided in
subparagraph (G), the’’, and

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

“(G)(1) In the case of an employer who has
25 or fewer employees on the first day of the
plan year, the additional premium deter-
mined under subparagraph (E) for each par-
ticipant shall not exceed $56 multiplied by the
number of participants in the plan as of the
close of the preceding plan year.

‘‘(ii) For purposes of clause (i), whether an
employer has 25 or fewer employees on the
first day of the plan year is determined tak-
ing into consideration all of the employees
of all members of the contributing sponsor’s
controlled group. In the case of a plan main-
tained by two or more contributing sponsors,
the employees of all contributing sponsors
and their controlled groups shall be aggre-
gated for purposes of determining whether
the 25-or-fewer-employees limitation has
been satisfied.”.

(¢) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made
by subsection (a) shall apply to plans estab-
lished after December 31, 2001.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to plan years
beginning after December 31, 2001.

SEC. 684. AUTHORIZATION FOR PBGC TO PAY IN-
TEREST ON PREMIUM OVERPAY-
MENT REFUNDS.

(a) IN GENERAL.—Section 4007(b) of the Em-
ployment Retirement Income Security Act
of 1974 (29 U.S.C. 1307(b)) is amended—

(1) by striking ““(b)”’ and inserting ‘“(b)(1)”’,
and

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

‘“(2) The corporation is authorized to pay,
subject to regulations prescribed by the cor-
poration, interest on the amount of any
overpayment of premium refunded to a des-
ignated payor. Interest under this paragraph
shall be calculated at the same rate and in
the same manner as interest is calculated for
underpayments under paragraph (1).”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to inter-
est accruing for periods beginning not earlier
than the date of the enactment of this Act.
SEC. 685. SUBSTANTIAL OWNER BENEFITS IN

TERMINATED PLANS.

(a) MODIFICATION OF PHASE-IN OF GUAR-
ANTEE.—Section 4022(b)(5) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1322(b)(5)) is amended to read as fol-
lows:

“(5)(A) For purposes of this paragraph, the
term ‘majority owner’ means an individual
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who, at any time during the 60-month period
ending on the date the determination is
being made—

‘(i) owns the entire interest in an unincor-
porated trade or business,

‘‘(ii) in the case of a partnership, is a part-
ner who owns, directly or indirectly, 50 per-
cent or more of either the capital interest or
the profits interest in such partnership, or

‘“(iii) in the case of a corporation, owns, di-
rectly or indirectly, 50 percent or more in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of clause (iii), the constructive
ownership rules of section 1563(e) of the In-
ternal Revenue Code of 1986 shall apply (de-
termined without regard to section
1563(e)(3)(C)).

“(B) In the case of a participant who is a
majority owner, the amount of benefits guar-
anteed under this section shall equal the
product of—

‘(i) a fraction (not to exceed 1) the numer-
ator of which is the number of years from
the later of the effective date or the adoption
date of the plan to the termination date, and
the denominator of which is 10, and

¢(ii) the amount of benefits that would be
guaranteed under this section if the partici-
pant were not a majority owner.”.

(b) MODIFICATION OF ALLOCATION OF AS-
SETS.—

(1) Section 4044(a)(4)(B) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1344(a)(4)(B)) is amended by striking
‘“‘section 4022(b)(5)’ and inserting ‘‘section
4022(0)(5)(B)”".

(2) Section 4044(b) of such Act (29 U.S.C.
1344(b)) is amended—

(A) by striking ‘“(56)”” in paragraph (2) and
inserting ‘“(4), (6),”, and

(B) by redesignating paragraphs (3)
through (6) as paragraphs (4) through (7), re-
spectively, and by inserting after paragraph
(2) the following new paragraph:

‘“(3) If assets available for allocation under
paragraph (4) of subsection (a) are insuffi-
cient to satisfy in full the benefits of all in-
dividuals who are described in that para-
graph, the assets shall be allocated first to
benefits described in subparagraph (A) of
that paragraph. Any remaining assets shall
then be allocated to benefits described in
subparagraph (B) of that paragraph. If assets
allocated to such subparagraph (B) are insuf-
ficient to satisfy in full the benefits de-
scribed in that subparagraph, the assets
shall be allocated pro rata among individuals
on the basis of the present value (as of the
termination date) of their respective benefits
described in that subparagraph.”.

(c) CONFORMING AMENDMENTS.—

(1) Section 4021 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1321) is amended—

(A) in subsection (b)(9), by striking ‘‘as de-
fined in section 4022(b)(6)’, and

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

‘(d) For purposes of subsection (b)(9), the
term ‘substantial owner’ means an indi-
vidual who, at any time during the 60-month
period ending on the date the determination
is being made—

‘(1) owns the entire interest in an unincor-
porated trade or business,

‘“(2) in the case of a partnership, is a part-
ner who owns, directly or indirectly, more
than 10 percent of either the capital interest
or the profits interest in such partnership, or

‘(3) in the case of a corporation, owns, di-
rectly or indirectly, more than 10 percent in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of paragraph (3), the construc-
tive ownership rules of section 1563(e) of the
Internal Revenue Code of 1986 shall apply
(determined without regard to section
1563(e)(3)(C)).”.

CONGRESSIONAL RECORD — SENATE

(2) Section 4043(c)(7) of such Act (29 U.S.C.
1343(c)(7)) is amended by striking ‘‘section
4022(b)(6)”’ and inserting ‘‘section 4021(d)”’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan terminations—

(A) under section 4041(c) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1341(c)) with respect to which notices
of intent to terminate are provided under
section 4041(a)(2) of such Act (29 U.S.C.
1341(a)(2)) after December 31, 2001, and

(B) under section 4042 of such Act (29 U.S.C.
1342) with respect to which proceedings are
instituted by the corporation after such
date.

(2) CONFORMING AMENDMENTS.—The amend-
ments made by subsection (c) shall take ef-
fect on January 1, 2002.

Subtitle H—Miscellaneous Provisions

SEC. 691. TAX TREATMENT AND INFORMATION
REQUIREMENTS OF ALASKA NATIVE
SETTLEMENT TRUSTS.

(a) TREATMENT OF ALASKA NATIVE SETTLE-
MENT TRUSTS.—Subpart A of part I of sub-
chapter J of chapter 1 (relating to general
rules for taxation of trusts and estates) is
amended by adding at the end the following
new section:

“SEC. 646. TAX TREATMENT OF ELECTING ALAS-
KA NATIVE SETTLEMENT TRUSTS.

‘‘(a) IN GENERAL.—If an election under this
section is in effect with respect to any Set-
tlement Trust, the provisions of this section
shall apply in determining the income tax
treatment of the Settlement Trust and its
beneficiaries with respect to the Settlement
Trust.

“(b) TAXATION OF INCOME OF TRUST.—Ex-
cept as provided in subsection (f)(1)(B)(ii)—

‘(1) IN GENERAL.—There is hereby imposed
on the taxable income of an electing Settle-
ment Trust, other than its net capital gain,
a tax at the lowest rate specified in section
1(c).

‘“(2) CAPITAL GAIN.—In the case of an elect-
ing Settlement Trust with a net capital gain
for the taxable year, a tax is hereby imposed
on such gain at the rate of tax which would
apply to such gain if the taxpayer were sub-
ject to a tax on its other taxable income at
only the lowest rate specified in section 1(c).
Any such tax shall be in lieu of the income
tax otherwise imposed by this chapter on
such income or gain.

““(c) ONE-TIME ELECTION.—

‘(1) IN GENERAL.—A Settlement Trust may
elect to have the provisions of this section
apply to the trust and its beneficiaries.

‘(2) TIME AND METHOD OF ELECTION.—An
election under paragraph (1) shall be made
by the trustee of such trust—

‘“(A) on or before the due date (including
extensions) for filing the Settlement Trust’s
return of tax for the first taxable year of
such trust ending after the date of the enact-
ment of this section, and

“(B) by attaching to such return of tax a
statement specifically providing for such
election.

‘“(3) PERIOD ELECTION IN EFFECT.—Except as
provided in subsection (f), an election under
this subsection—

““(A) shall apply to the first taxable year
described in paragraph (2)(A) and all subse-
quent taxable years, and

“(B) may not be revoked once it is made.

¢‘(d) CONTRIBUTIONS TO TRUST.—

(1) BENEFICIARIES OF ELECTING TRUST NOT
TAXED ON CONTRIBUTIONS.—In the case of an
electing Settlement Trust, no amount shall
be includible in the gross income of a bene-
ficiary of such trust by reason of a contribu-
tion to such trust.

‘“(2) EARNINGS AND PROFITS.—The earnings
and profits of the sponsoring Native Corpora-

May 21, 2001

tion shall not be reduced on account of any
contribution to such Settlement Trust:

‘‘(e) TAX TREATMENT OF DISTRIBUTIONS TO
BENEFICIARIES.—Amounts distributed by an
electing Settlement Trust during any tax-
able year shall be considered as having the
following characteristics in the hands of the
recipient beneficiary:

‘(1) First, as amounts excludable from
gross income for the taxable year to the ex-
tent of the taxable income of such trust for
such taxable year (decreased by any income
tax paid by the trust with respect to the in-
come) plus any amount excluded from gross
income of the trust under section 103.

‘“(2) Second, as amounts excludable from
gross income to the extent of the amount de-
scribed in paragraph (1) for all taxable years
for which an election is in effect under sub-
section (c) with respect to the trust, and not
previously taken into account under para-
graph (1).

‘(8) Third, as amounts distributed by the
sponsoring Native Corporation with respect
to its stock (within the meaning of section
301(a)) during such taxable year and taxable
to the recipient beneficiary as amounts de-
scribed in section 301(c)(1), to the extent of
current or accumulated earnings and profits
of the sponsoring Native Corporation as of
the close of such taxable year after proper
adjustment is made for all distributions
made by the sponsoring Native Corporation
during such taxable year.

‘“(4) Fourth, as amounts distributed by the
trust in excess of the distributable net in-
come of such trust for such taxable year.
Amounts distributed to which paragraph (3)
applies shall not be treated as a corporate
distribution subject to section 311(b), and for
purposes of determining the amount of a dis-
tribution for purposes of paragraph (3) and
the basis to the recipients, section 643(e) and
not section 301(b) or (d) shall apply.

“(f) SPECIAL RULES WHERE TRANSFER RE-
STRICTIONS MODIFIED.—

‘(1) TRANSFER OF BENEFICIAL INTERESTS.—
If, at any time, a beneficial interest in an
electing Settlement Trust may be disposed
of to a person in a manner which would not
be permitted by section 7(h) of the Alaska
Native Claims Settlement Act (43 U.S.C.
1606(h)) if such interest were Settlement
Common Stock—

““(A) no election may be made under sub-
section (c) with respect to such trust, and

‘(B) if such an election is in effect as of
such time—

‘(i) such election shall cease to apply as of
the first day of the taxable year in which
such disposition is first permitted,

‘“(ii) the provisions of this section shall not
apply to such trust for such taxable year and
all taxable years thereafter, and

‘“(iii) the distributable net income of such

trust shall be increased by the current or ac-
cumulated earnings and profits of the spon-
soring Native Corporation as of the close of
such taxable year after proper adjustment is
made for all distributions made by the spon-
soring Native Corporation during such tax-
able year.
In no event shall the increase under clause
(iii) exceed the fair market value of the
trust’s assets as of the date the beneficial in-
terest of the trust first becomes so dispos-
able. The earnings and profits of the spon-
soring Native Corporation shall be adjusted
as of the last day of such taxable year by the
amount of earnings and profits so included in
the distributable net income of the trust.

‘(2) STOCK IN CORPORATION.—If—

‘“(A) stock in the sponsoring Native Cor-
poration may be disposed of to a person in a
manner which would not be permitted by
section 7(h) of the Alaska Native Claims Set-
tlement Act (43 U.S.C. 1606(h)) if such stock
were Settlement Common Stock, and
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“(B) at any time after such disposition of
stock is first permitted, such corporation
transfers assets to a Settlement Trust,
paragraph (1)(B) shall be applied to such
trust on and after the date of the transfer in
the same manner as if the trust permitted
dispositions of beneficial interests in the
trust in a manner not permitted by such sec-
tion 7(h).

‘“(3) CERTAIN DISTRIBUTIONS.—For purposes
of this section, the surrender of an interest
in a Native Corporation or an electing Set-
tlement Trust in order to accomplish the
whole or partial redemption of the interest
of a shareholder or beneficiary in such cor-
poration or trust, or to accomplish the whole
or partial liquidation of such corporation or
trust, shall be deemed to be a transfer per-
mitted by section 7(h) of the Alaska Native
Claims Settlement Act.

‘(g) TAXABLE INCOME.—For purposes of this
title, the taxable income of an electing Set-
tlement Trust shall be determined under sec-
tion 641(b) without regard to any deduction
under section 651 or 661.

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

‘(1) ELECTING SETTLEMENT TRUST.—The
term ‘electing Settlement Trust’ means a
Settlement Trust which has made the elec-
tion, effective for a taxable year, described
in subsection (c).

‘“(2) NATIVE CORPORATION.—The term ‘Na-
tive Corporation’ has the meaning given
such term by section 3(m) of the Alaska Na-
tive Claims Settlement Act (43 U.S.C.
1602(m)).

*“(3) SETTLEMENT COMMON STOCK.—The term
‘Settlement Common Stock’ has the mean-
ing given such term by section 3(p) of the
Alaska Native Claims Settlement Act (43
U.S.C. 1602(p)).

‘“(4) SETTLEMENT TRUST.—The term ‘Settle-
ment Trust’ means a trust that constitutes a
settlement trust under section 3(t) of the
Alaska Native Claims Settlement Act (43
U.S.C. 1602(t)).

‘“(5) SPONSORING NATIVE CORPORATION.—The
term ‘sponsoring Native Corporation’ means
the Native Corporation which transfers as-
sets to an electing Settlement Trust.

‘(i) SPECIAL LoOSS DISALLOWANCE RULE.—
Any loss that would otherwise be recognized
by a shareholder upon a disposition of a
share of stock of a sponsoring Native Cor-
poration shall be reduced (but not below
zero) by the per share loss adjustment factor.
The per share loss adjustment factor shall be
the aggregate of all contributions to all
electing Settlement Trusts sponsored by
such Native Corporation made on or after
the first day each trust is treated as an
electing Settlement Trust expressed on a per
share basis and determined as of the day of
each such contribution.

*“(j) CROSS REFERENCE.—

“For information required with respect to
electing Settlement Trusts and sponsoring
Native Corporations, see section 6039H.”.

(b) REPORTING.—Subpart A of part III of
subchapter A of chapter 61 of subtitle F (re-
lating to information concerning persons
subject to special provisions) is amended by
inserting after section 6039G the following
new section:

“SEC. 6039H. INFORMATION WITH RESPECT TO

ALASKA NATIVE SETTLEMENT
TRUSTS AND SPONSORING NATIVE
CORPORATIONS.

‘“(a) REQUIREMENT.—The fiduciary of an
electing Settlement Trust (as defined in sec-
tion 646(h)(1)) shall include with the return
of income of the trust a statement con-
taining the information required under sub-
section (c).

“(b) APPLICATION WITH OTHER REQUIRE-
MENTS.—The filing of any statement under
this section shall be in lieu of the reporting
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requirements under section 6034A to furnish
any statement to a beneficiary regarding
amounts distributed to such beneficiary (and
such other reporting rules as the Secretary
deems appropriate).

‘“(c) REQUIRED INFORMATION.—The informa-
tion required under this subsection shall in-
clude—

‘(1) the amount of distributions made dur-
ing the taxable year to each beneficiary,

‘(2) the treatment of such distribution
under the applicable provision of section 646,
including the amount that is excludable
from the recipient beneficiary’s gross income
under section 646, and

““(3) the amount (if any) of any distribution
during such year that is deemed to have been
made by the sponsoring Native Corporation
(as defined in section 646(h)(5)).

¢“(d) SPONSORING NATIVE CORPORATION.—

‘(1) IN GENERAL.—The electing Settlement
Trust shall, on or before the date on which
the statement under subsection (a) is re-
quired to be filed, furnish such statement to
the sponsoring Native Corporation (as so de-
fined).

‘“(2) DISTRIBUTEES.—The sponsoring Native
Corporation shall furnish each recipient of a
distribution described in section 646(e)(3) a
statement containing the amount deemed to
have been distributed to such recipient by
such corporation for the taxable year.”.

(¢) CLERICAL AMENDMENT.—

(1) The table of sections for subpart A of
part I of subchapter J of chapter 1 of such
Code is amended by adding at the end the
following new item:

‘‘Sec. 646. Tax treatment of electing Alaska
Native Settlement Trusts.”.

(2) The table of sections for subpart A of
part III of subchapter A of chapter 61 of sub-
title F of such Code is amended by inserting
after the item relating to section 6039G the
following new item:

‘““Sec. 6039H. Information with respect to

Alaska Native Settlement
Trusts and sponsoring Native
Corporations.”.

(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years ending after the date of the enactment
of this Act and to contributions made to
electing Settlement Trusts for such year or
any subsequent year.

Subtitle I—Compliance With Congressional

Budget Act
SEC. 695. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VII—EXTENSIONS OF EXPIRING

PROVISIONS
Subtitle A—In General
SECTION 701. PERMANENT EXTENSION
SEARCH CREDIT.

(a) PERMANENT EXTENSION.—

(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) INCREASE 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
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(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.

SEC. 702. WORK OPPORTUNITY CREDIT AND WEL-
FARE-TO-WORK CREDIT.

(a) TEMPORARY EXTENSION.—Sections
51(c)(4)(B) and b1A(f) (relating to termi-
nation) are each amended by striking ‘2001’
and inserting ‘‘2003"’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
December 31, 2001.

SEC. 703. TAXABLE INCOME LIMIT ON PERCENT-
AGE DEPLETION FOR MARGINAL
PRODUCTION.

(a) TEMPORARY EXTENSION.—Subparagraph
(H) of section 613A(c)(6) is amended by strik-
ing ‘“‘January 1, 2002’ and inserting ‘‘January
1, 2004,

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

SEC. 704. SUBPART F EXEMPTION FOR ACTIVE FI-
NANCING INCOME.

(a) TEMPORARY EXTENSION.—Section
953(e)(10) is amended—

(1) by striking ‘‘January 1, 2002 and in-
serting ‘‘January 1, 2004”’, and

(2) by striking ‘‘December 31, 2001’ and in-
serting ‘‘December 31, 2003,

(b) CONFORMING AMENDMENT.—Section
954(h)(9) is amended by striking ‘‘January 1,
2002’ and inserting ‘‘January 1, 2004”.

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

SEC. 705. PARITY IN THE APPLICATION OF CER-
TAIN LIMITS TO MENTAL HEALTH
BENEFITS.

(a) TEMPORARY EXTENSION.—Subsection (f)
of section 9812 is amended by striking ‘‘on or
after September 30, 2001 and inserting
“after September 30, 2003".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to benefits
for services furnished after September 30,
2001.
SEC. 706. DEDUCTION FOR CLEAN-FUEL VEHI-

CLES AND CERTAIN REFUELING
PROPERTY.

(a) TEMPORARY EXTENSION.—Subsection (f)
of section 179A is amended by striking ‘‘De-
cember 31, 2004’ and inserting ‘‘December 31,
2006”’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2004.

SEC. 707. LUXURY TAX ON PASSENGER VEHICLES.

(a) TEMPORARY EXTENSION.—Subsection (g)
of section 4001 is amended by striking ‘‘De-
cember 31, 2002’ and inserting ‘‘December 31,
2004°.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to any sale,
use, or installation after December 31, 2002.

Subtitle B—Compliance With Congressional
Budget Act

SEC. 711. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VIII—ALTERNATIVE MINIMUM TAX
Subtitle A—In General

SEC. 801. 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) IN GENERAL.—In the case of an indi-
vidual, the tentative minimum tax shall be
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zero for any taxable year if the adjusted
gross income of the taxpayer for the taxable
year does not exceed $80,000.

‘(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
years beginning after December 31, 2001.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 811. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE IX—TAX RELIEF FOR ADOPTIVE

PARENTS
Subtitle A—In General
SEC. 901. EXPANSION OF ADOPTION CREDIT.

(a) IN GENERAL.—

(1) ADOPTION CREDIT.—Section 23(a)(1) (re-
lating to allowance of credit) is amended to
read as follows:

‘(1) IN GENERAL.—In the case of an indi-
vidual, there shall be allowed as a credit
against the tax imposed by this chapter—

““(A) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘“(B) in the case of an adoption of a child
with special needs, $10,000.”".

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(a) (relating to adoption assistance
programs) is amended to read as follows:

‘‘(a) IN GENERAL.—Gross income of an em-
ployee does not include amounts paid or ex-
penses incurred by the employer for adoption
expenses in connection with the adoption of
a child by an employee if such amounts are
furnished pursuant to an adoption assistance
program. The amount of the exclusion shall
be—

‘(1) in the case of an adoption of a child
other than a child with special needs, the
amount of the qualified adoption expenses
paid or incurred by the taxpayer, and

‘(2) in the case of an adoption of a child
with special needs, $10,000.”".

(b) DOLLAR LIMITATIONS.—

(1) DOLLAR AMOUNT OF ALLOWED EX-
PENSES.—

(A) ADOPTION EXPENSES.—Section 23(b)(1)
(relating to allowance of credit) is amend-
ed—

(i) by striking
¢‘$10,000”,

(ii) by striking ‘‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)(A)’.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(1) (relating to dollar limitations
for adoption assistance programs) is amend-
ed—

(i) by striking
‘$10,000’, and

(ii) by striking ‘‘($6,000, in the case of a
child with special needs)’’, and

(iii) by striking ‘‘subsection (a)”’ and in-
serting ‘‘subsection (a)(1)”.

(2) PHASE-OUT LIMITATION.—

(A) ADOPTION EXPENSES.—Clause (i) of sec-
tion 23(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘‘$150,000"°.

(B) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137(b)(2)(A) (relating to income limita-
tion) is amended by striking ¢$75,000” and
inserting ‘“$150,000"’.

€“$5,000” and inserting

€“$5,000 and inserting
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(¢) YEAR CREDIT ALLOWED.—Section 23(a)(2)
is amended by adding at the end the fol-
lowing new flush sentence:

“In the case of the adoption of a child with
special needs, the credit allowed under para-
graph (1) shall be allowed for the taxable
yvear in which the adoption becomes final.”.

(d) REPEAL OF SUNSET PROVISIONS.—

(1) CHILDREN WITHOUT SPECIAL NEEDS.—
Paragraph (2) of section 23(d) (relating to
definition of eligible child) is amended to
read as follows:

“(2) ELIGIBLE CHILD.—The term
child’ means any individual who—

‘“(A) has not attained age 18, or

‘(B) is physically or mentally incapable of
caring for himself.”.

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137 (relating to adoption assistance pro-
grams) is amended by striking subsection (f).

(e) ADJUSTMENT OF DOLLAR AND INCOME
LIMITATIONS FOR INFLATION.—

(1) ADOPTION CREDIT.—Section 23 is amend-
ed by redesignating subsection (h) as sub-
section (i) and by inserting after subsection
(g) the following new subsection:

“(h) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(1)(B) and paragraphs (1) and
(2)(A)(1) of subsection (b) shall be increased
by an amount equal to—

‘(1) such dollar amount, multiplied by

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

(2) ADOPTION ASSISTANCE PROGRAMS.—Sec-
tion 137, as amended by subsection (d), is
amended by adding at the end the following
new subsection:

“(f) ADJUSTMENTS FOR INFLATION.—In the
case of a taxable year beginning after De-
cember 31, 2002, each of the dollar amounts
in subsection (a)(2) and paragraphs (1) and
(2)(A) of subsection (b) shall be increased by
an amount equal to—

‘(1) such dollar amount, multiplied by

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

(f) LIMITATION BASED ON AMOUNT OF TAX.—

(1) IN GENERAL.—Subsection (c) of section
23 is amended by striking ‘‘the limitation
imposed’” and all that follows through
€1400C)” and inserting ‘‘the applicable tax
limitation”.

(2) APPLICABLE TAX LIMITATION.—Sub-
section (d) of section 23 is amended by adding
at the end the following new paragraph:

‘“(4) APPLICABLE TAX LIMITATION.—The
term ‘applicable tax limitation’ means the
sum of—

‘“(A) the taxpayer’s regular tax liability for
the taxable year, reduced (but not below
zero) by the sum of the credits allowed by
sections 21, 22, 24 (other than the amount of
the increase under subsection (d) thereof), 25,
and 25A, and

‘“(B) the tax imposed by section 55 for such
taxable year.”.

(3) CONFORMING AMENDMENTS.—

(A) Subsection (a) of section 26 (relating to
limitation based on amount of tax) is amend-
ed by inserting ‘‘(other than section 23)”
after ‘‘allowed by this subpart’.

(B) Paragraph (1) of section 53(b) (relating
to minimum tax credit) is amended by in-
serting ‘‘reduced by the aggregate amount
taken into account under section 23(d)(3)(B)
for all such prior taxable years,” after
€41986,’.

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

Subtitle B—Compliance With Congressional
Budget Act
SEC. 911. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE X—SELF-EMPLOYED HEALTH
INSURANCE DEDUCTION
Subtitle A—In General
SEC. 1001. FULL DEDUCTION FOR HEALTH INSUR-
ANCE COSTS OF SELF-EMPLOYED IN-
DIVIDUALS.

(a) IN GENERAL.—Section 162(1)(1) (relating
to special rules for health insurance costs of
self-employed individuals) is amended to
read as follows:

‘(1) ALLOWANCE OF DEDUCTION.—In the case
of an individual who is an employee within
the meaning of section 401(c)(1), there shall
be allowed as a deduction under this section
an amount equal to the amount paid during
the taxable year for insurance which con-
stitutes medical care for the taxpayer, the
taxpayer’s spouse, and dependents.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2000.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 1011. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE XI—ENERGY SECURITY AND TAX

INCENTIVE POLICY
Subtitle A—Energy-Efficient Property Used
in Business
SEC. 1101. CREDIT FOR CERTAIN ENERGY-EFFI-
CIENT PROPERTY USED IN BUSI-
NESS.

(a) IN GENERAL.—Subpart E of part IV of
subchapter A of chapter 1 (relating to rules
for computing investment credit) is amended
by inserting after section 48 the following:
“SEC. 48A. ENERGY CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
46, the energy credit for any taxable year is
the energy percentage of the basis of each
energy property placed in service during
such taxable year.

*“(b) ENERGY PERCENTAGE.—

‘(1) IN GENERAL.—The energy percentage
is—

““(A) except as otherwise provided in this
subparagraph, 10 percent,

‘(B) in the case of energy property de-
scribed in clauses (i), (iii), and (vi) of sub-
section (¢)(1)(A), 20 percent,

‘(C) in the case of energy property de-
scribed in subsection (¢)(1)(A)(v), 15 percent,

‘(D) in the case of energy property de-
scribed in subsection (¢)(1)(A)(ii) relating to
a high risk geothermal well, 20 percent, and

‘“(E) in the case of energy property de-
scribed in subsection (c¢)(1)(A)(vii), 30 per-
cent.

¢“(2) COORDINATION WITH REHABILITATION.—
The energy percentage shall not apply to
that portion of the basis of any property
which is attributable to qualified rehabilita-
tion expenditures.

‘‘(c) ENERGY PROPERTY DEFINED.—

‘(1) IN GENERAL.—For purposes of this sub-
part, the term ‘energy property’ means any
property—

“(A) which is—

‘(i) solar energy property,

‘‘(ii) geothermal energy property,

‘“(iii) energy-efficient building property
other than property described in clauses
(iii)(I) and (v)(I) of subsection (d)(3)(A),
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‘“(iv) combined heat and power system
property,

“(v) low core loss distribution transformer
property,

“(vi) qualified anaerobic digester property,
or

‘“(vii) qualified wind energy systems equip-
ment property,

‘(B)(1) the construction, reconstruction, or
erection of which is completed by the tax-
payer, or

‘(ii) which is acquired by the taxpayer if
the original use of such property commences
with the taxpayer.

“(C) which can reasonably be expected to
remain in operation for at least 5 years,

‘(D) with respect to which depreciation (or
amortization in lieu of depreciation) is al-
lowable, and

‘“(E) which meets the performance and
quality standards (if any) which—

‘(i) have been prescribed by the Secretary
by regulations (after consultation with the
Secretary of Energy), and

‘‘(ii) are in effect at the time of the acqui-
sition of the property.

*‘(2) EXCEPTIONS.—

‘“(A) PUBLIC UTILITY PROPERTY.—Such term
shall not include any property which is pub-
lic utility property (as defined in section
46(f)(5) as in effect on the day before the date
of the enactment of the Revenue Reconcili-
ation Act of 1990), except for property de-
scribed in paragraph (1)(A)@v).

‘(B) CERTAIN WIND EQUIPMENT.—Such term
shall not include equipment described in
paragraph (1)(A)(vii) which is taken into ac-
count for purposes of section 45 for the tax-
able year.

‘(d) DEFINITIONS RELATING TO TYPES OF
ENERGY PROPERTY.—For purposes of this sec-
tion—

‘(1) SOLAR ENERGY PROPERTY.—

‘“(A) IN GENERAL.—The term ‘solar energy
property’ means equipment which uses solar
energy to generate electricity, to heat or
cool (or provide hot water for use in) a struc-
ture, or to provide solar process heat.

“(B) SWIMMING POOLS, ETC. USED AS STOR-
AGE MEDIUM.—The term ‘solar energy prop-
erty’ shall not include property with respect
to which expenditures are properly allocable
to a swimming pool, hot tub, or any other
energy storage medium which has a function
other than the function of such storage.

‘“(C) SOLAR PANELS.—No solar panel or
other property installed as a roof (or portion
thereof) shall fail to be treated as solar en-
ergy property solely because it constitutes a
structural component of the structure on
which it is installed.

‘“(2) GEOTHERMAL ENERGY PROPERTY.—

‘““(A) IN GENERAL.—The term ‘geothermal
energy property’ means equipment used to
produce, distribute, or use energy derived
from a geothermal deposit (within the mean-
ing of section 613(e)(2)), but only, in the case
of electricity generated by geothermal
power, up to (but not including) the elec-
trical transmission stage.

‘“(B) HIGH RISK GEOTHERMAL WELL.—The
term ‘high risk geothermal well’ means a
geothermal deposit (within the meaning of
section 613(e)(2)) which requires high risk
drilling techniques. Such deposit may not be
located in a State or national park or in an
area in which the relevant State park au-
thority or the National Park Service deter-
mines the development of such a deposit will
negatively impact on a State or national
park.

“3)
ERTY.—

‘““(A) IN GENERAL.—The term ‘energy-effi-
cient building property’ means—

‘(i) a fuel cell which—

‘(I) generates electricity using an electro-
chemical process,

ENERGY-EFFICIENT BUILDING PROP-
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‘“(IT) has an electricity-only generation ef-
ficiency greater than 30 percent, and

“(ITII) has a minimum generating capacity
of 2 kilowatts,

‘‘(i1) an electric heat pump hot water heat-
er which yields an energy factor of 1.7 or
greater under test procedures prescribed by
the Secretary of Energy,

‘“(iii)(I) an electric heat pump which has a
heating system performance factor (HSPF)
of at least 8.5 but less than 9 and a cooling
seasonal energy efficiency ratio (SEER) of at
least 13.5 but less than 15,

‘“(IT1) an electric heat pump which has a
heating system performance factor (HSPF)
of 9 or greater and a cooling seasonal energy
efficiency ratio (SEER) of 15 or greater,

‘“(iv) a natural gas heat pump which has a
coefficient of performance of not less than
1.25 for heating and not less than 0.70 for
cooling,

‘“(v)(I) a central air conditioner which has
a cooling seasonal energy efficiency ratio
(SEER) of at least 13.5 but less than 15,

‘“(IT) a central air conditioner which has a
cooling seasonal energy efficiency ratio
(SEER) of 15 or greater,

‘(vi) an advanced natural gas water heater
which—

‘“(I) increases steady state efficiency and
reduces standby and vent losses, and

‘“(IT) has an energy factor of at least 0.65,

‘“(vii) an advanced natural gas furnace
which achieves a 90 percent AFUE and rated
for seasonal electricity use of less than 300
kKWh per year, and

‘Y(viii) natural gas cooling equipment
which meets all applicable standards of the
American Society of Heating, Refrigerating,
and Air Conditioning Engineers and which—

‘(D) has a coefficient of performance of not
less than .60, or

‘“(IT) uses desiccant technology and has an
efficiency rating of not less than 50 percent.

‘(B) LIMITATIONS.—The credit under sub-
section (a) for the taxable year may not ex-
ceed—

‘(i) $500 in the case of property described
in subparagraph (A) other than clauses (i),
(iv), and (viii) thereof,

‘“(ii) $1,000 for each kilowatt of capacity in
the case of any fuel cell described in sub-
paragraph (A)@d),

‘“(iii) $1,000 in the case of any natural gas
heat pump described in subparagraph (A)@v),
and

‘“(iv) $150 for each ton of capacity in the
case of any natural gas cooling equipment
described in subparagraph (A)(viii).

‘“(4) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—

‘“(A) IN GENERAL.—The term ‘combined
heat and power system property’ means
property—

‘(i) comprising a system for the same en-
ergy source for the simultaneous or sequen-
tial generation of electrical power, mechan-
ical shaft power, or both, in combination
with steam, heat, or other forms of useful
energy,

‘“(ii) which has an electrical capacity of
more than 50 kilowatts or a mechanical en-
ergy capacity of more than 67 horsepower or
an equivalent combination of electrical and
mechanical energy capacities,

‘“(iii) which produces—

‘“(I) at least 20 percent of its total useful
energy in the form of thermal energy, and

‘“(IT) at least 20 percent of its total useful
energy in the form of electrical or mechan-
ical power (or a combination thereof), and

‘“(iv) the energy efficiency percentage of
which exceeds—

“(I) 60 percent in the case of a system with
an electrical capacity of less than 1 mega-
watt),

““(ITI) 65 percent in the case of a system
with an electrical capacity of not less than 1
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megawatt and not in excess of 50
megawatts), and

““(IIT) 70 percent in the case of a system
with an electrical capacity in excess of 50
megawatts).

‘(B) SPECIAL RULES.—

‘(i) ENERGY EFFICIENCY PERCENTAGE.—For
purposes of subparagraph (A)(iv), the energy
efficiency percentage of a system is the frac-
tion—

‘“(I) the numerator of which is the total
useful electrical, thermal, and mechanical
power produced by the system at normal op-
erating rates, and

‘(IT) the denominator of which is the lower
heating value of the primary fuel source for
the system.

¢“(i1) DETERMINATIONS MADE ON BTU BASIS.—
The energy efficiency percentage and the
percentages under subparagraph (A)(iii) shall
be determined on a Btu basis.

¢(iii) INPUT AND OUTPUT PROPERTY NOT IN-
CLUDED.—The term ‘combined heat and
power system property’ does not include
property used to transport the energy source
to the facility or to distribute energy pro-
duced by the facility.

‘‘(iv) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—If the combined heat and power
system property is public utility property
(as defined in section 46(f)(5) as in effect on
the day before the date of the enactment of
the Revenue Reconciliation Act of 1990), the
taxpayer may only claim the credit under
subsection (a)(1) if, with respect to such
property, the taxpayer uses a normalization
method of accounting.

¢“(6) LOW CORE LOSS DISTRIBUTION TRANS-
FORMER PROPERTY.—The term ‘low core loss
distribution transformer property’ means a
distribution transformer which has energy
savings from a highly efficient core of at
least 20 percent more than the average for
power ratings reported by studies required
under section 124 of the Energy Policy Act of
1992.

‘(6) QUALIFIED ANAEROBIC DIGESTER PROP-
ERTY.—The term ‘qualified anaerobic di-
gester property’ means an anaerobic digester
for manure or crop waste which achieves at
least 65 percent efficiency measured in terms
of the fraction of energy input converted to
electricity and useful thermal energy.

“(7) QUALIFIED WIND ENERGY SYSTEMS
EQUIPMENT PROPERTY.—The term ‘qualified
wind energy systems equipment property’
means wind energy systems equipment with
a turbine size of not more than 75 kilowatts
rated capacity.

‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1) SPECIAL RULE FOR PROPERTY FINANCED
BY SUBSIDIZED ENERGY FINANCING OR INDUS-
TRIAL DEVELOPMENT BONDS.—

‘‘(A) REDUCTION OF BASIS.—For purposes of
applying the energy percentage to any prop-
erty, if such property is financed in whole or
in part by—

‘(1) subsidized energy financing, or

‘“(ii) the proceeds of a private activity bond
(within the meaning of section 141) the inter-
est on which is exempt from tax under sec-
tion 103, the amount taken into account as
the basis of such property shall not exceed
the amount which (but for this subpara-
graph) would be so taken into account multi-
plied by the fraction determined under sub-
paragraph (B).

‘(B) DETERMINATION OF FRACTION.—For
purposes of subparagraph (A), the fraction
determined under this subparagraph is 1 re-
duced by a fraction—

‘‘(i) the numerator of which is that portion
of the basis of the property which is allo-
cable to such financing or proceeds, and

‘“(ii) the denominator of which is the basis
of the property.
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‘“(C) SUBSIDIZED ENERGY FINANCING.—For
purposes of subparagraph (A), the term ‘sub-
sidized energy financing’ means financing
provided under a Federal, State, or local pro-
gram a principal purpose of which is to pro-
vide subsidized financing for projects de-
signed to conserve or produce energy.

¢“(2) CERTAIN PROGRESS EXPENDITURE RULES
MADE APPLICABLE.—Rules similar to the rules
of subsections (c)(4) and (d) of section 46 (as
in effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990) shall apply for purposes of this sec-
tion.

“(f) APPLICATION OF SECTION.—

‘(1) IN GENERAL.—Except as provided by
paragraph (2), this section shall apply to
property placed in service after December 31,
2001, and before January 1, 2009.

¢“(2) EXCEPTIONS.—

““(A) SOLAR ENERGY AND GEOTHERMAL EN-
ERGY PROPERTY.—Paragraph (1) shall not
apply to solar energy property or geothermal
energy property.

‘(B) CERTAIN ELECTRIC HEAT PUMPS AND
CENTRAL AIR CONDITIONERS.—In the case of
property which is described in subsection
(D(B)(A){iINI) or (D)(B)(A)v)(D), this section
shall apply to property placed in service
after December 31, 2001, and before January
1, 2006.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 48 is amended to read as fol-
lows:

“SEC. 48. REFORESTATION CREDIT.

‘‘(a) IN GENERAL.—For purposes of section
46, the reforestation credit for any taxable
year is 20 percent of the portion of the amor-
tizable basis of any qualified timber property
which was acquired during such taxable year
and which is taken into account under sec-
tion 194 (after the application of section
194(b)(1)).

“(b) DEFINITIONS.—For purposes of this
subpart, the terms ‘amortizable basis’ and
‘qualified timber property’ have the respec-
tive meanings given to such terms by section
194.”.

(2) Section 39(d), as amended by this Act, is
amended by adding at the end the following:

¢(12) NO CARRYBACK OF ENERGY CREDIT BE-
FORE EFFECTIVE DATE.—No portion of the un-
used business credit for any taxable year
which is attributable to the energy credit de-
termined under section 48A may be carried
back to a taxable year ending before January
1, 2002.”.

(3) Section 280C is amended by adding at
the end the following:

‘(d) CREDIT FOR ENERGY PROPERTY EX-
PENSES.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the expenses for en-
ergy property (as defined in section 48A(c))
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 48A(a).

‘(2) SIMILAR RULE WHERE TAXPAYER CAP-
ITALIZES RATHER THAN DEDUCTS EXPENSES.—
If—

‘“(A) the amount of the credit allowable for
the taxable year under section 48A (deter-
mined without regard to section 38(c)), ex-
ceeds

‘“(B) the amount allowable as a deduction
for the taxable year for expenses for energy
property (determined without regard to
paragraph (1)), the amount chargeable to
capital account for the taxable year for such
expenses shall be reduced by the amount of
such excess.

¢(3) CONTROLLED GROUPS.—Paragraph (3) of
subsection (b) shall apply for purposes of this
subsection.”.

(4) Section 29(b)(3)(A)(1)(III) is amended by
striking ‘section 48(a)(4)(C)’ and inserting
‘section 48A(e)(1)(C)’.
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(5) Section 50(a)(2)(E) is amended by strik-
ing ‘section 48(a)(5)’ and inserting ‘section
48A(e)(2)’.

(6) Section 168(e)(3)(B) is amended—

(A) by striking clause (vi)(I) and inserting
the following:

‘“(I) is described in paragraph (1) or (2) of
section 48A(d) (or would be so described if
‘solar and wind’ were substituted for ‘solar’
in paragraph (1)(B)),”, and

(B) in the last sentence by striking ‘‘sec-
tion 48(a)(3)” and inserting ‘‘section
48A(c)(2)(A).

(¢c) CLERICAL AMENDMENT.—The table of
sections for subpart E of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 48 and in-
serting the following:

‘“‘Sec. 48. Reforestation credit.
‘‘Sec. 48A. Energy credit.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2001,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).
SEC. 1102. ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY DEDUCTION.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by adding at the end the following:

“SEC. 199. ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY.

‘‘(a) IN GENERAL.—There shall be allowed
as a deduction for the taxable year an
amount equal to the energy-efficient com-
mercial building property expenditures made
by a taxpayer for the taxable year.

“(b) MAXIMUM AMOUNT OF DEDUCTION.—The
amount of energy-efficient commercial
building property expenditures taken into
account under subsection (a) shall not exceed
an amount equal to the product of—

(1) $2.25, and

‘“(2) the square footage of the building with
respect to which the expenditures are made.

“(c) YEAR DEDUCTION ALLOWED.—The de-
duction under subsection (a) shall be allowed
in the taxable year in which the construc-
tion of the building is completed.

¢(d) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY EXPENDITURES.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘energy-effi-
cient commercial building property expendi-
tures’ means an amount paid or incurred for
energy-efficient commercial building prop-
erty installed on or in connection with new
construction or reconstruction of property—

‘“(A) for which depreciation is allowable
under section 167,

‘(B) which is located in the United States,
and

“(C) the construction or erection of which

is completed by the taxpayer.
Such property includes all residential rental
property, including low-rise multifamily
structures and single family housing prop-
erty which is not within the scope of Stand-
ard 90.1-1999 (described in paragraph (3)).

‘“(2) LABOR COSTS INCLUDED.—Such term in-
cludes expenditures for labor costs properly
allocable to the onsite preparation, assem-
bly, or original installation of the property.

“(3) ENERGY EXPENDITURES EXCLUDED.—
Such term does not include any expenditures
taken into account in determining any cred-
it allowed under section 48A.

‘“(e) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY.—For purposes of subsection
(d)—

‘(1) IN GENERAL.—The term ‘energy-effi-
cient commercial building property’ means
any property which reduces total annual en-
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ergy and power costs with respect to the
lighting, heating, cooling, ventilation, and
hot water supply systems of the building by
50 percent or more in comparison to a ref-
erence building which meets the require-
ments of Standard 90.1-1999 of the American
Society of Heating, Refrigerating, and Air
Conditioning Engineers and the Illuminating
Engineering Society of North America using
methods of calculation under subparagraph
(B) and certified by qualified professionals as
provided under paragraph (6).

‘“(2) METHODS OF CALCULATION.—The Sec-
retary, in consultation with the Secretary of
Energy, shall promulgate regulations which
describe in detail methods for calculating
and verifying energy and power consumption
and cost, taking into consideration the pro-
visions of the 1998 California Nonresidential
ACM Manual. These procedures shall meet
the following requirements:

““(A) In calculating tradeoffs and energy
performance, the regulations shall prescribe
the costs per unit of energy and power, such
as kilowatt hour, kilowatt, gallon of fuel oil,
and cubic foot or Btu of natural gas, which
may be dependent on time of usage.

‘“(B) The calculational methodology shall
require that compliance be demonstrated for
a whole building. If some systems of the
building, such as lighting, are designed later
than other systems of the building, the
method shall provide that either—

‘(i) the expenses taken into account under
paragraph (1) shall not occur until the date
designs for all energy-using systems of the
building are completed, or

¢“(ii) the expenses taken into account under
paragraph (1) shall be a fraction of such ex-
penses based on the performance of less than
all energy-using systems in accordance with
subparagraph (C), and the energy perform-
ance of all systems and components not yet
designed shall be assumed to comply mini-
mally with the requirements of such Stand-
ard 90.1-1999.

‘(C) The expenditures in connection with
the design of subsystems in the building,
such as the envelope, the heating, ventila-
tion, air conditioning and water heating sys-
tem, and the lighting system shall be allo-
cated to the appropriate building subsystem
based on system-specific energy cost savings
targets in regulations promulgated by the
Secretary of Energy which are equivalent,
using the calculation methodology, to the
whole building requirement of 50 percent
savings.

‘(D) The calculational methods under this
paragraph need not comply fully with sec-
tion 11 of such Standard 90.1-1999.

‘““(E) The calculational methods shall be
fuel neutral, such that the same energy effi-
ciency features shall qualify a building for
the deduction under this section regardless
of whether the heating source is a gas or oil
furnace or an electric heat pump.

‘““(F') The calculational methods shall pro-
vide appropriate calculated energy savings
for design methods and technologies not oth-
erwise credited in either such Standard 90.1-
1999 or in the 1998 California Nonresidential
ACM Manual, including the following:

‘(i) Natural ventilation.

‘‘(ii) Evaporative cooling.

‘‘(iii) Automatic lighting controls such as
occupancy sensors, photocells, and time-
clocks.

“‘(iv) Daylighting.

‘“(v) Designs utilizing semi-conditioned
spaces which maintain adequate comfort
conditions without air conditioning or with-
out heating.

‘“(vi) Improved fan system efficiency, in-
cluding reductions in static pressure.

‘“(vii) Advanced unloading mechanisms for
mechanical cooling, such as multiple or vari-
able speed compressors.
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‘‘(viii) The calculational methods may
take into account the extent of commis-
sioning in the building, and allow the tax-
payer to take into account measured per-
formance which exceeds typical perform-
ance.

¢“(3) COMPUTER SOFTWARE.—

‘““(A) IN GENERAL.—Any calculation under
this subsection shall be prepared by qualified
computer software.

‘(B) QUALIFIED COMPUTER SOFTWARE.—For
purposes of this paragraph, the term ‘quali-
fied computer software’ means software—

‘(i) for which the software designer has
certified that the software meets all proce-
dures and detailed methods for calculating
energy and power consumption and costs as
required by the Secretary,

‘‘(ii) which provides such forms as required
to be filed by the Secretary in connection
with energy efficiency of property and the
deduction allowed under this section, and

‘“(iii) which provides a notice form which
summarizes the energy efficiency features of
the building and its projected annual energy
costs.

“(4) ALLOCATION OF DEDUCTION FOR PUBLIC
PROPERTY.—In the case of energy-efficient
commercial building property installed on or
in public property, the Secretary shall pro-
mulgate a regulation to allow the allocation
of the deduction to the person primarily re-
sponsible for designing the property in lieu
of the public entity which is the owner of
such property. Such person shall be treated
as the taxpayer for purposes of this section.

‘“(5) NOTICE TO OWNER.—The qualified indi-
vidual shall provide an explanation to the
owner of the building regarding the energy
efficiency features of the building and its
projected annual energy costs as provided in
the notice under paragraph (3)(B)(iii).

‘(6) CERTIFICATION.—

‘““(A) IN GENERAL.—Except as provided in
this paragraph, the Secretary, in consulta-
tion with the Secretary of Energy, shall es-
tablish requirements for certification and
compliance procedures similar to the proce-
dures under section 45H(d).

‘“(B) QUALIFIED INDIVIDUALS.—Individuals
qualified to determine compliance shall be
only those individuals who are recognized by
an organization certified by the Secretary
for such purposes.

‘“(C) PROFICIENCY OF QUALIFIED INDIVID-
UALS.—The Secretary shall consult with non-
profit organizations and State agencies with
expertise in energy efficiency calculations
and inspections to develop proficiency tests
and training programs to qualify individuals
to determine compliance.

“(f) TERMINATION.—This section shall not
apply with respect to any energy-efficient
commercial building property expenditures
in connection with property—

‘(1) the plans for which are not certified
under subsection (e)(6) on or before Decem-
ber 31, 2006, and

‘(2) the construction of which is not com-
pleted on or before December 31, 2008.”".

(b) CONFORMING AMENDMENTS.—Section
1016(a) is amended by striking ‘‘and” at the
end of paragraph (26), by striking the period
at the end of paragraph (27) and inserting ‘‘,
and”’, and by inserting the following:

¢(28) for amounts allowed as a deduction
under section 199(a).”.

(¢) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing:

““Sec. 199. Energy-efficient commercial build-
ing property.”.

(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable
years beginning after December 31, 2001.
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SEC. 1103. CREDIT FOR ENERGY-EFFICIENT AP-
PLIANCES.

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

“SEC. 45G. ENERGY-EFFICIENT APPLIANCE CRED-

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the energy-efficient appliance credit
determined under this section for the taxable
year is an amount equal to the applicable
amount determined under subsection (b)
with respect to qualified energy-efficient ap-
pliances produced by the taxpayer during the
calendar year ending with or within the tax-
able year.

‘“(b) APPLICABLE AMOUNT.—For purposes of
subsection (a), the applicable amount deter-
mined under this subsection with respect to
a taxpayer is the sum of—

‘(1) in the case of an energy-efficient
clothes washer described in subsection
(d)(2)(A) or an energy-efficient refrigerator
described in subsection (d)(3)(B)(i), an
amount equal to—

““(A) $50, multiplied by

“(B) the number of such washers and re-
frigerators produced by the taxpayer during
such calendar year, and

‘“(2) in the case of an energy-efficient
clothes washer described in subsection
(d)(2)(B) or an energy-efficient refrigerator
described in subsection (d)(3)(B)(ii), an
amount equal to—

““(A) $100, multiplied by

“(B) the number of such washers and re-
frigerators produced by the taxpayer during
such calendar year.

“‘(c) LIMITATION ON MAXIMUM CREDIT.—

‘(1) IN GENERAL.—The maximum amount of
credit allowed under subsection (a) with re-
spect to a taxpayer for all taxable years
shall be—

““(A) $30,000,000 with respect to the credit
determined under subsection (b)(1), and

‘“(B) $30,000,000 with respect to the credit
determined under subsection (b)(2).

‘(2) LIMITATION BASED ON GROSS RE-
CEIPTS.—The credit allowed under subsection
(a) with respect to a taxpayer for the taxable
year shall not exceed an amount equal to 2
percent of the average annual gross receipts
of the taxpayer for the 3 taxable years pre-
ceding the taxable year in which the credit is
determined.

‘“(3) GROSS RECEIPTS.—For purposes of this
subsection, the rules of paragraphs (2) and (3)
of section 448(c) shall apply.

“(d) QUALIFIED ENERGY-EFFICIENT APPLI-
ANCE.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified en-
ergy-efficient appliance’ means—

‘“(A) an energy-efficient clothes washer, or

‘“(B) an energy-efficient refrigerator.

‘(2) ENERGY-EFFICIENT CLOTHES WASHER.—
The term ‘energy-efficient clothes washer’
means a residential clothes washer, includ-
ing a residential style coin operated washer,
which is manufactured with—

‘“(A) a 1.26 Modified Energy Factor (re-
ferred to in this paragraph as ‘MEF’) (as de-
termined by the Secretary of Energy), or

‘(B) a 1.42 MEF (as determined by the Sec-
retary of Energy) (1.5 MEF for calendar
years beginning after 2004).

““(3) ENERGY-EFFICIENT REFRIGERATOR.—The
term ‘energy-efficient refrigerator’ means an
automatic defrost refrigerator-freezer
which—

‘“(A) has an internal volume of at least 16.5
cubic feet, and

‘“(B) consumes—

‘(i) 10 percent less KkWh per year than the
energy conservation standards promulgated
by the Department of Energy for such refrig-
erator for 2001, or
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‘(i) 15 percent less kKWh per year than
such energy conservation standards.

‘‘(e) SPECIAL RULES.—

‘(1) IN GENERAL.—Rules similar to the
rules of subsections (c¢), (d), and (e) of section
52 shall apply for purposes of this section.

‘“(2) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52 or subsection
(m) or (o) of section 414 shall be treated as
one person for purposes of subsection (a).

“(f) VERIFICATION.—The taxpayer shall sub-
mit such information or certification as the
Secretary, in consultation with the Sec-
retary of Energy, determines necessary to
claim the credit amount under subsection
(a).
‘‘(g) TERMINATION.—This section shall not
apply—

‘(1) with respect to energy-efficient refrig-
erators described in subsection (d)(3)(B)(i)
produced in calendar years beginning after
2005, and

‘(2) with respect to all other qualified en-
ergy-efficient appliances produced in cal-
endar years beginning after 2007.”’.

(b) LIMITATION ON CARRYBACK.—Section
39(d) (relating to transition rules), as amend-
ed by section 1101(b)(2), is amended by adding
at the end the following:

¢“(13) NO CARRYBACK OF ENERGY-EFFICIENT
APPLIANCE CREDIT BEFORE 2002.—No portion
of the unused business credit for any taxable
year which is attributable to the energy-effi-
cient appliance credit determined under sec-
tion 456G may be carried to a taxable year be-
ginning before January 1, 2002.”.

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by section
1102(b)(3), is amended by adding at the end
the following:

‘‘(e) CREDIT FOR ENERGY-EFFICIENT APPLI-
ANCE EXPENSES.—No deduction shall be al-
lowed for that portion of the expenses for
qualified energy-efficient appliances (as de-
fined in section 45G(d)) 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).”’.

(d) CONFORMING  AMENDMENT.—Section
38(b), as amended by this Act, (relating to
general business credit) is amended by strik-
ing ‘“‘plus’ at the end of paragraph (14), by
striking the period at the end of paragraph
(15) and inserting ‘‘, plus’’, and by adding at
the end the following:

‘“(16) the energy-efficient appliance credit
determined under section 45G(a).”’.

(e) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this
Act, is amended by inserting after the item
relating to section 45F the following:

‘“‘Sec. 45G. Energy-efficient appliance cred-
it.”.

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

Subtitle B—Residential Energy Systems
SEC. 1111. CREDIT FOR CONSTRUCTION OF NEW
ENERGY-EFFICIENT HOME.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section
1103(a), is amended by inserting after section
45G the following:

“SEC. 45H. NEW ENERGY-EFFICIENT HOME CRED-
IT.

‘‘(a) IN GENERAL.—For purposes of section
38, in the case of an eligible contractor, the
credit determined under this section for the
taxable year is an amount equal to the ag-
gregate adjusted bases of all energy-efficient
property installed in a qualified new energy-
efficient home during construction of such
home.
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““(b) LIMITATIONS.—

(1) MAXIMUM CREDIT.—

‘““(A) IN GENERAL.—The credit allowed by
this section with respect to a dwelling shall
not exceed—

‘(i) in the case of a dwelling described in
subsection (¢)(3)(D)(i), $1,500, and

‘“(ii) in the case of a dwelling described in
subsection (c¢)(3)(D)(ii), $2,500.

‘“(B) PRIOR CREDIT AMOUNTS ON SAME
DWELLING TAKEN INTO ACCOUNT.—If a credit
was allowed under subsection (a) with re-
spect to a dwelling in 1 or more prior taxable
years, the amount of the credit otherwise al-
lowable for the taxable year with respect to
that dwelling shall not exceed the amount
under clause (i) or (ii) (as the case may be),
reduced by the sum of the credits allowed
under subsection (a) with respect to the
dwelling for all prior taxable years.

¢(2) COORDINATION WITH REHABILITATION
AND ENERGY CREDITS.—For purposes of this
section—

““(A) the basis of any property referred to
in subsection (a) shall be reduced by that
portion of the basis of any property which is
attributable to qualified rehabilitation ex-
penditures (as defined in section 47(c)(2)) or
to the energy percentage of energy property
(as determined under section 48A(a)), and

‘“(B) expenditures taken into account
under either section 47 or 48A(a) shall not be
taken into account under this section.

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

‘(1) ELIGIBLE CONTRACTOR.—The term ‘eli-
gible contractor’ means the person who con-
structed the new energy-efficient home, or in
the case of a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280), the manufactured home producer of
such home.

‘(2) ENERGY-EFFICIENT PROPERTY.—The
term ‘energy-efficient property’ means any
energy-efficient building envelope compo-
nent, and any energy-efficient heating or
cooling equipment which can, individually or
in combination with other components, meet
the requirements of this section.

“(3) QUALIFIED NEW ENERGY-EFFICIENT
HOME.—The term ‘qualified new energy-effi-
cient home’ means a dwelling—

““(A) located in the United States,

‘(B) the construction of which is substan-
tially completed after December 31, 2000,

‘(C) the original use of which is as a prin-
cipal residence (within the meaning of sec-
tion 121) which commences with the person
who acquires such dwelling from the eligible
contractor, and

‘(D) which is certified to have a projected
level of annual heating and cooling energy
consumption, measured in terms of average
annual energy cost to the homeowner which
is at least—

‘(i) 30 percent less than the annual level of
heating and cooling energy consumption of a
reference dwelling constructed in accordance
with the standards of chapter 4 of the 2000
International Energy Conservation Code, or

‘‘(ii) 50 percent less than such annual level
of heating and cooling energy consumption.

‘“(4) CONSTRUCTION.—The term ‘construc-
tion’ includes reconstruction and rehabilita-
tion.

‘() ACQUIRE.—The term ‘acquire’ includes
purchase and, in the case of reconstruction
and rehabilitation, such term includes a
binding written contract for such recon-
struction or rehabilitation.

‘(6) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

“‘(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain of a dwelling when
installed in or on such dwelling, and
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‘“(B) exterior windows (including sky-
lights) and doors.

“(7) MANUFACTURED HOME INCLUDED.—The
term ‘dwelling’ includes a manufactured
home conforming to Federal Manufactured
Home Construction and Safety Standards (24
C.F.R. 3280).

¢“(d) CERTIFICATION.—

‘(1) METHOD.—A certification described in
subsection (c¢)(3)(D) shall be determined on
the basis of 1 of the following methods:

‘“(A) A component-based method, using the
applicable technical energy efficiency speci-
fications or ratings (including product label-
ing requirements) for the energy-efficient
building envelope component or energy-effi-
cient heating or cooling equipment. The Sec-
retary shall, in consultation with the Ad-
ministrator of the Environmental Protection
Agency, develop prescriptive component-
based packages that are equivalent in energy
performance to properties that qualify under
subparagraph (B).

‘(B) An energy performance-based method
that calculates projected energy usage and
cost reductions in the dwelling in relation to
a reference dwelling—

‘“(i) heated by the same energy source and
heating system type, and

‘(i) constructed in accordance with the
standards of chapter 4 of the 2000 Inter-
national Energy Conservation Code.
Computer software shall be used in support
of an energy performance-based method cer-
tification under subparagraph (B). Such soft-
ware shall meet procedures and methods for
calculating energy and cost savings in regu-
lations promulgated by the Secretary of En-
ergy. Such regulations on the specifications
for software and verification protocols shall
be based on the 1998 California Residential
Alternative Calculation Method Approval
Manual.

‘“(2) PROVIDER.—Such certification shall be
provided by—

‘“(A) in the case of a method described in
paragraph (1)(A), a local building regulatory
authority, a utility, a manufactured home
production inspection primary inspection
agency (IPIA), or a home energy rating orga-
nization, or

‘(B) in the case of a method described in
paragraph (1)(B), an individual recognized by
an organization designated by the Secretary
for such purposes.

““(3) FORM.—

‘“(A) IN GENERAL.—Such certification shall
be made in writing in a manner that speci-
fies in readily verifiable fashion the energy-
efficient building envelope components and
energy-efficient heating or cooling equip-
ment installed and their respective rated en-
ergy efficiency performance, and in the case
of a method described in paragraph (1)(B),
accompanied by written analysis docu-
menting the proper application of a permis-
sible energy performance calculation method
to the specific circumstances of such dwell-
ing.

‘“(B) FORM PROVIDED TO BUYER.—A form
documenting the energy-efficient building
envelope components and energy-efficient
heating or cooling equipment installed and
their rated energy efficiency performance
shall be provided to the buyer of the dwell-
ing. The form shall include labeled R-value
for insulation products, NFRC-labeled U-fac-
tor and Solar Heat Gain Coefficient for win-
dows, skylights, and doors, labeled AFUE
ratings for furnaces and boilers, labeled
HSPF ratings for electric heat pumps, and
labeled SEER ratings for air conditioners.

“(C) RATINGS LABEL AFFIXED IN DWELL-
ING.—A permanent label documenting the
ratings in subparagraph (B) shall be affixed
to the front of the electrical distribution
panel of the dwelling, or shall be otherwise
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permanently displayed in a readily inspect-
able location in the dwelling.

‘“(4) REGULATIONS.—

“(A) IN GENERAL.—In prescribing regula-
tions under this subsection for energy per-
formance-based certification methods, the
Secretary, after examining the requirements
for energy consultants and home energy rat-
ings providers specified by the Mortgage In-
dustry National Accreditation Procedures
for Home Energy Rating Systems, shall pre-
scribe procedures for calculating annual en-
ergy usage and cost reductions for heating
and cooling and for the reporting of the re-
sults. Such regulations shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a home to
qualify for the credit under this section re-
gardless of whether the dwelling uses a gas
or oil furnace or boiler or an electric heat
pump, and

‘(i) require that any computer software
allow for the printing of the Federal tax
forms necessary for the credit under this sec-
tion and for the printing of forms for disclo-
sure to the homebuyer.

‘(B) PROVIDERS.—For purposes of para-
graph (2)(B), the Secretary shall establish re-
quirements for the designation of individuals
based on the requirements for energy con-
sultants and home energy raters specified by
the Mortgage Industry National Accredita-
tion Procedures for Home Energy Rating
Systems.

‘‘(e) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(f) TERMINATION.—Subsection (a) shall
apply to dwellings purchased during the pe-
riod beginning on January 1, 2001, and ending
on December 31, 2005.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to current year business credit), as
amended by section 1103(d), is amended by
striking ‘‘plus’ at the end of paragraph (15),
by striking the period at the end of para-
graph (16) and inserting ¢, plus’’, and by add-
ing at the end the following:

‘(17) the new energy-efficient home credit
determined under section 456H.”".

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by section
1103(c), is amended by adding at the end the
following:

“(f) NEW ENERGY-EFFICIENT HOME EX-
PENSES.—No deduction shall be allowed for
that portion of expenses for a new energy-ef-
ficient home otherwise allowable as a deduc-
tion for the taxable year which is equal to
the amount of the credit determined for such
taxable year under section 45H.” .

(d) CREDIT ALLOWED AGAINST REGULAR AND
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c¢) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

‘‘(3) SPECIAL RULES FOR NEW ENERGY EFFI-
CIENT HOME CREDIT.—

‘“(A) IN GENERAL.—In the case of the new
energy efficient home credit—

‘(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and

‘“(ii) in applying paragraph (1) to the cred-
it—

“(I) subparagraphs (A) and (B) thereof shall
not apply, and

‘‘(ITI) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
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by the credit allowed under subsection (a) for
the taxable year (other than the new energy
efficient home credit).

‘(B) NEW ENERGY EFFICIENT HOME CREDIT.—
For purposes of this subsection, the term
‘new energy efficient home credit’ means the
credit allowable under subsection (a) by rea-
son of section 456H.”".

(2) CONFORMING AMENDMENT.—Subclause
(IT) of section 38(c)(2)(A)(ii) is amended by in-
serting ‘‘or the new energy efficient home
credit” after ‘‘employment credit’’.

(e) LIMITATION ON CARRYBACK.—Subsection
(d) of section 39, as amended by section
1103(b), is amended by adding at the end the
following:

‘“(14) NO CARRYBACK OF NEW ENERGY-EFFI-
CIENT HOME CREDIT BEFORE EFFECTIVE DATE.—
No portion of the unused business credit for
any taxable year which is attributable to the
credit determined under section 45H may be
carried back to any taxable year ending be-
fore January 1, 2001.”.

(f) DEDUCTION FOR CERTAIN UNUSED BUSI-
NESS CREDITS.—Subsection (c¢) of section 196
is amended by striking ‘‘and” at the end of
paragraph (7), by striking the period at the
end of paragraph (8) and inserting ‘, and”’,
and by adding after paragraph (8) the fol-
lowing:

‘“(9) the new energy-efficient home credit
determined under section 45H.”.

(g) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 1103(d), is amended by inserting after
the item relating to section 45G the fol-
lowing:

‘“‘Sec. 456H. New energy-efficient home cred-
it.”.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2000.

SEC. 1112. CREDIT FOR ENERGY EFFICIENCY IM-
PROVEMENTS TO EXISTING HOMES.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
this Act, is amended by inserting after sec-
tion 25C the following new section:

“SEC. 25D. ENERGY EFFICIENCY IMPROVEMENTS
TO EXISTING HOMES.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
20 percent of the amount paid or incurred by
the taxpayer for qualified energy efficiency
improvements installed during such taxable
year.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
by this section with respect to a dwelling
shall not exceed $2,000.

‘“(2) PRIOR CREDIT AMOUNTS FOR TAXPAYER
ON SAME DWELLING TAKEN INTO ACCOUNT.—If a
credit was allowed to the taxpayer under
subsection (a) with respect to a dwelling in 1
or more prior taxable years, the amount of
the credit otherwise allowable for the tax-
able year with respect to that dwelling shall
not exceed the amount of $2,000 reduced by
the sum of the credits allowed under sub-
section (a) to the taxpayer with respect to
the dwelling for all prior taxable years.

‘‘(c) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a)
for such taxable year reduced by the sum of
the credits allowable under subpart A of part
IV of subchapter A (other than this section),
such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such tax-
able year.

“(d) QUALIFIED ENERGY EFFICIENCY IM-
PROVEMENTS.—For purposes of this section,
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the term ‘qualified energy efficiency im-
provements’ means any energy efficient
building envelope component which is cer-
tified to meet or exceed the prescriptive cri-
teria for such component in the 2000 Inter-
national Energy Conservation Code, or any
combination of energy efficiency measures
which achieves at least a 30 percent reduc-
tion in heating and cooling energy usage for
the dwelling (as measured in terms of energy
cost to the taxpayer), if—

‘(1) such component or combinations of
measures is installed in or on a dwelling—

““(A) located in the United States, and

‘(B) owned and used by the taxpayer as the
taxpayer’s principal residence (within the
meaning of section 121),

‘“(2) the original use of such component or
combination of measures commences with
the taxpayer, and

‘“(8) such component or combination of
measures reasonably can be expected to re-
main in use for at least 5 years.

‘‘(e) CERTIFICATION.—The certification de-
scribed in subsection (d) shall be—

‘(1) in the case of any component described
in subsection (d), determined on the basis of
applicable energy efficiency ratings (includ-
ing product labeling requirements) for af-
fected building envelope components,

‘“(2) in the case of combinations of meas-
ures described in subsection (d), determined
by the performance-based methods described
in section 45H(d),

““(3) provided by a third party, such as a
local building regulatory authority, a util-
ity, a manufactured home production inspec-
tion primary inspection agency (IPIA), or a
home energy rating organization, consistent
with the requirements of section 45H(d)(2),
and

‘“(4) made in writing on forms which speci-
fy in readily inspectable fashion the energy-
efficient components and other measures and
their respective efficiency ratings, and which
shall include a permanent label affixed to
the electrical distribution panel as described
in section 45H(d)(3)(C).

¢“(f) DEFINITIONS AND SPECIAL RULES.—

(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

‘“(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures for the qualified energy efficiency im-
provements made during such calendar year
by any of such individuals with respect to
such dwelling unit shall be determined by
treating all of such individuals as 1 taxpayer
whose taxable year is such calendar year.

‘“(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢“(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having paid his
tenant-stockholder’s proportionate share (as
defined in section 216(b)(3)) of the cost of
qualified energy efficiency improvements
made by such corporation.

““(3) CONDOMINIUMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which he owns, such individual
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shall be treated as having paid his propor-
tionate share of the cost of qualified energy
efficiency improvements made by such asso-
ciation.

‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

‘(4) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

“‘(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain or a dwelling when
installed in or on such dwelling, and

‘“(B) exterior windows (including sky-
lights) and doors.

“(5) MANUFACTURED HOMES INCLUDED.—For
purposes of this section, the term ‘dwelling’
includes a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280).

‘(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(h) TERMINATION.—Subsection (a) shall
apply to qualified energy efficiency improve-
ments installed during the period beginning
on the date of the enactment of this section
and ending on December 31, 2005.”".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 23, as amended
by this Act, is amended by inserting ‘25D,”’
after ‘25C,”".

(2) Subparagraph (C) of section 25(e)(1), as
amended by this Act, is amended by insert-
ing ““25D,”" after ‘‘25C,”.

(3) Subsection (h) of section 904, as amend-
ed by this Act, is amended by by striking ‘‘or
25C”’ and inserting ‘¢, 25C, or 256D”’.

(4) Subsection (d) of section 1400C is
amended by inserting ‘‘and section 25C”’ and
inserting ¢, section 25C, and section 25D,

(4) Subsection (a) of section 1016, as amend-
ed by section 1102(b), is amended by striking
“and” at the end of paragraph (27), by strik-
ing the period at the end of paragraph (28)
and inserting ‘‘; and’’, and by adding at the
end the following:

‘(29) to the extent provided in section
256D(f), in the case of amounts with respect to
which a credit has been allowed under sec-
tion 25D.”.

(56) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by this Act, is amended by insert-
ing after the item relating to section 25C the
following new item:

“Sec. 256D. Energy efficiency improvements
to existing homes.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending on or after the date of the en-
actment of this Act.

SEC. 1113. CREDIT FOR RESIDENTIAL SOLAR,
WIND, AND FUEL CELL ENERGY
PROPERTY.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 1112(a), is amended by inserting after
section 25D the following:

“SEC. 25E. RESIDENTIAL SOLAR, WIND, AND FUEL
CELL ENERGY PROPERTY.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
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credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
the sum of—

‘(1) 15 percent of the qualified photo-
voltaic property expenditures,

‘“(2) 15 percent of the qualified solar water
heating property expenditures,

““(3) 30 percent of the qualified wind energy
property expenditures, and

‘“(4) 25 percent for the qualified fuel cell
property expenditures,
made by the taxpayer during the taxable
year.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
under subsection (a)(2) shall not exceed $2,000
for each system of solar energy property.

‘“(2) TYPE OF PROPERTY.—No expenditure
may be taken into account under this sec-
tion unless such expenditure is made by the
taxpayer for property installed on or in con-
nection with a dwelling unit which is located
in the United States and which is used as a
residence.

‘(3) SAFETY CERTIFICATIONS.—No credit
shall be allowed under this section for an
item of property unless—

‘““(A) in the case of solar water heating
property, such property is certified for per-
formance and safety by the non-profit Solar
Rating Certification Corporation or a com-
parable entity endorsed by the government
of the State in which such property is in-
stalled, and

‘(B) in the case of a photovoltaic, wind en-
ergy, or fuel cell property, such property
meets appropriate fire and electric code re-
quirements.

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

‘(1) QUALIFIED SOLAR WATER HEATING PROP-
ERTY EXPENDITURE.—The term ‘qualified
solar water heating property expenditure’
means an expenditure for property which
uses solar energy to heat water for use in a
dwelling unit with respect to which a major-
ity of the energy is derived from the sun.

*(2) QUALIFIED PHOTOVOLTAIC PROPERTY EX-
PENDITURE.—The term ‘qualified photo-
voltaic property expenditure’ means an ex-
penditure for property which uses solar en-
ergy to generate electricity for use in a
dwelling unit.

‘“(3) SOLAR PANELS.—No expenditure relat-
ing to a solar panel or other property in-
stalled as a roof (or portion thereof) shall
fail to be treated as property described in
paragraph (1) or (2) solely because it con-
stitutes a structural component of the struc-
ture on which it is installed.

‘“(4) QUALIFIED WIND ENERGY PROPERTY EX-
PENDITURE.—The term ‘qualified wind energy
property expenditure’ means an expenditure
for property which uses wind energy to gen-
erate electricity for use in a dwelling unit.

‘() QUALIFIED FUEL CELL PROPERTY EX-
PENDITURE.—The term ‘qualified fuel cell
property expenditure’ means an expenditure
for property which uses an electrochemical
fuel cell system to generate electricity for
use in a dwelling unit.

‘‘(6) LABOR coSTs.—Expenditures for labor
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of
the property described in paragraph (1), (2),
(4), or (5) and for piping or wiring to inter-
connect such property to the dwelling unit
shall be taken into account for purposes of
this section.

“(7) ENERGY STORAGE MEDIUM.—Expendi-
tures which are properly allocable to a swim-
ming pool, hot tub, or any other energy stor-
age medium which has a function other than
the function of such storage shall not be
taken into account for purposes of this sec-
tion.

‘“(d) SPECIAL RULES.—For purposes of this
section—
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‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

‘“(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures (as the case may be) made during such
calendar year by any of such individuals
with respect to such dwelling unit shall be
determined by treating all of such individ-
uals as 1 taxpayer whose taxable year is such
calendar year.

‘“(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having made
his tenant-stockholder’s proportionate share
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation.

¢“(3) CONDOMINIUMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which such individual owns,
such individual shall be treated as having
made his proportionate share of any expendi-
tures of such association.

‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

‘“(4) JOINT OWNERSHIP OF ITEMS OF SOLAR OR
WIND ENERGY PROPERTY.—

‘““(A) IN GENERAL.—Any expenditure other-
wise qualifying as an expenditure described
in paragraph (1), (2), or (4) of subsection (c)
shall not be treated as failing to so qualify
merely because such expenditure was made
with respect to 2 or more dwelling units.

“(B) LIMITS APPLIED SEPARATELY.—In the
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made
for each dwelling unit.

¢“(5) ALLOCATION IN CERTAIN CASES.—If less
than 80 percent of the use of an item is for
nonbusiness residential purposes, only that
portion of the expenditures for such item
which is properly allocable to use for non-
business residential purposes shall be taken
into account. For purposes of this paragraph,
use for a swimming pool shall be treated as
use which is not for residential purposes.

¢(6) WHEN EXPENDITURE MADE; AMOUNT OF
EXPENDITURE.—

‘“(A) IN GENERAL.—Except as provided in
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made
when the original installation of the item is
completed.

‘(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in
connection with the construction or recon-
struction of a structure, such expenditure
shall be treated as made when the original
use of the constructed or reconstructed
structure by the taxpayer begins.
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“(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof.

*“(7) REDUCTION OF CREDIT FOR GRANTS, TAX-
EXEMPT BONDS, AND SUBSIDIZED ENERGY FI-
NANCING.—The rules of section 29(b)(3) shall
apply for purposes of this section.

‘‘(e) BASIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(f) TERMINATION.—The credit allowed
under this section shall not apply to taxable
years beginning after December 31, 2011.".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (a) of section 1016, as amend-
ed by section 1112(b)(4), is amended by strik-
ing ‘“‘and” at the end of paragraph (28), by
striking the period at the end of paragraph
(29) and inserting ‘‘; and”’, and by adding at
the end the following:

‘“(30) to the extent provided in section
26E(e), in the case of amounts with respect
to which a credit has been allowed under sec-
tion 25E.”.

(2) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by section 1112(b)(2), is amended by
inserting after the item relating to section
25D the following:

‘“Sec. 25E. Residential solar, wind, and fuel
cell energy property.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to expendi-
tures made after the date of the enactment
of this Act, in taxable years ending after
such date.

Subtitle C—Electricity Facilities and
Production
SEC. 1121. INCENTIVE FOR DISTRIBUTED GEN-
ERATION.

(a) DEPRECIATION OF DISTRIBUTED POWER
PROPERTY.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 168(e)(3) (relating to 7-year property) is
amended by redesignating clause (ii) as
clause (iii) and by inserting after clause (i)
the following:

‘(ii) any distributed power property, and’’.

(2) 10-YEAR CLASS LIFE.—The table con-
tained in section 168(g)(3)(B) is amended by
inserting after the item relating to subpara-
graph (C)(i) the following:
<(C)(1) 107,

(b) DISTRIBUTED POWER PROPERTY.—Sec-
tion 168(i) is amended by adding at the end
the following:

¢“(15) DISTRIBUTED POWER PROPERTY.—The
term ‘distributed power property’ means
property—

‘““(A) which is used in the generation of
electricity for primary use—

‘(i) in nonresidential real or residential
rental property used in the taxpayer’s trade
or business, or

‘‘(ii) in the taxpayer’s industrial manufac-
turing process or plant activity, with a rated
total capacity in excess of 500 kilowatts,

‘“(B) which also may produce usable ther-
mal energy or mechanical power for use in a
heating or cooling application, as long as at
least 40 percent of the total useful energy
produced consists of—

‘‘(i) with respect to assets described in sub-
paragraph (A)(i), electrical power (whether
sold or used by the taxpayer), or

‘‘(ii) with respect to assets described in
subparagraph (A)(ii), electrical power
(whether sold or used by the taxpayer) and
thermal or mechanical energy used in the
taxpayer’s industrial manufacturing process
or plant activity,

“(C) which is not used to transport pri-
mary fuel to the generating facility or to
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distribute energy within or outside of the fa-
cility, and

‘(D) where it is reasonably expected that
not more than 50 percent of the produced
electricity will be sold to, or used by, unre-
lated persons.
For purposes of subparagraph (B), energy
output is determined on the basis of expected
annual output levels, measured in British
thermal units (Btu), using standard conver-
sion factors established by the Secretary.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act.

SEC. 1122. MODIFICATIONS TO CREDIT FOR ELEC-
TRICITY PRODUCED FROM RENEW-
ABLE AND WASTE PRODUCTS.

(a) INCREASE IN CREDIT RATE.—

(1) IN GENERAL.—Section 45(a)(1) is amend-
ed by striking ‘1.5 cents’ and inserting ‘1.8
cents’.

(2) CONFORMING AMENDMENTS.—

(A) Section 45(b)(2) is amended by striking
““1.5 cent’ and inserting ‘1.8 cent’’.

(B) Section 45(d)(2)(B) is amended by in-
serting ‘‘(calendar year 2001 in the case of
the 1.8 cent amount in subsection (a))”’ after
£1992”.

(b) EXPANSION OF QUALIFIED RESOURCES.—

(1) IN GENERAL.—Section 45(c)(1) (relating
to qualified energy resources) is amended by
striking ‘“‘and” at the end of subparagraph
(B), by striking the period at the end of sub-
paragraph (C) and inserting ¢, and’’, and by
adding at the end the following:

‘(D) alternative resources.’’.

(2) DEFINITION OF ALTERNATIVE RE-
SOURCES.—Section 45(c) (relating to defini-
tions) is amended—

(A) by redesignating paragraph (3) as para-
graph (5),

(B) by redesignating paragraph (4) as para-
graph (3), and

(C) by inserting after paragraph (3), as re-
designated by subparagraph (B), the fol-
lowing:

‘“(4) ALTERNATIVE RESOURCES.—

‘“(A) IN GENERAL.—The term ‘alternative
resources’ means—

‘(i) solar,

‘‘(ii) biomass (other than closed loop bio-
mass),

‘“(iii) municipal solid waste,

“‘(iv) incremental hydropower,

‘(v) geothermal,

‘“(vi) landfill gas, and

‘‘(vii) steel cogeneration.

‘“(B) BiomAss.—The term ‘biomass’ means
any solid, nonhazardous, cellulosic waste
material or any organic carbohydrate mat-
ter, which is segregated from other waste
materials, and which is derived from—

‘(i) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber,

‘‘(ii) waste pallets, crates, dunnage, un-
treated wood waste from construction or
manufacturing activities, and landscape or
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste or
post-consumer wastepaper, or

‘(iii) any of the following agriculture
sources: orchard tree crops, vineyard, grain,
legumes, sugar, and other crop by-products
or residues, including any packaging and
other materials which are nontoxic and bio-
degradable and are associated with the proc-
essing, feeding, selling, transporting, and
disposal of such agricultural materials.

‘“(C) MUNICIPAL SOLID WASTE.—The term
‘municipal solid waste’ has the same mean-
ing given the term ‘solid waste’ under sec-
tion 2(27) of the Solid Waste Utilization Act
(42 U.S.C. 6903).
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‘(D) INCREMENTAL HYDROPOWER.—The term
‘incremental hydropower’ means additional
generating capacity achieved from—

‘(i) increased efficiency, or

‘(ii) additions of new capacity,
at a licensed non-Federal hydroelectric
project originally placed in service before
the date of the enactment of this paragraph.

‘“(E) GEOTHERMAL.—The term ‘geothermal’
means energy derived from a geothermal de-
posit (within the meaning of section
613(e)(2)), but only, in the case of electricity
generated by geothermal power, up to (but
not including) the electrical transmission
stage.

‘“(F) LANDFILL GAS.—The term ‘landfill gas’
means gas generated from the decomposition
of any household solid waste, commercial
solid waste, and industrial solid waste dis-
posed of in a municipal solid waste landfill
unit (as such terms are defined in regula-
tions promulgated under subtitle D of the
Solid Waste Disposal Act (42 U.S.C. 6941 et
seq.).

‘“(G) STEEL COGENERATION.—The term ‘steel
cogeneration’ means the production of elec-
tricity and steam (or other form of thermal
energy) from any or all waste sources defined
in paragraphs (2) and (3) and subparagraphs
(B) and (C) of this paragraph within an oper-
ating facility which produces or integrates
the production of coke, direct reduced iron
ore, iron, or steel provided that the cogen-
eration meets any regulatory energy-effi-
ciency standards established by the Sec-
retary, and only to the extent that such en-
ergy is produced from—

‘(i) gases or heat generated from the pro-
duction of metallurgical coke,

‘“(ii) gases or heat generated from the pro-
duction of direct reduced iron ore or iromn,
from blast furnace or direct ironmaking
processes, or

‘(iii) gases or heat generated from the
manufacture of steel.”.

(3) QUALIFIED FACILITY.—Section 45(c)(5)
(defining qualified facility), as redesignated
by paragraph 2(A), is amended by adding at
the end the following:

‘(D) ALTERNATIVE RESOURCES FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clauses (ii), (iii), and (iv), in the case of a fa-
cility using alternative resources to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this subparagraph.

‘‘(ii) BIOMASS FACILITY.—In the case of a fa-
cility using biomass described in paragraph
(4)(A)(ii) to produce electricity, the term
‘qualified facility’ means any facility of the
taxpayer.

‘‘(iii) GEOTHERMAL FACILITY.—In the case of
a facility using geothermal to produce elec-
tricity, the term ‘qualified facility’ means
any facility of the taxpayer which is origi-
nally placed in service after December 31,
1992.

“(iv) STEEL COGENERATION FACILITIES.—In
the case of a facility using steel cogenera-
tion to produce electricity, the term ‘quali-
fied facility’ means any facility permitted to
operate under the environmental require-
ments of the Clean Air Act Amendments of
1990 which is owned by the taxpayer and
originally placed in service after the date of
the enactment of this subparagraph. Such a
facility may be treated as originally placed
in service when such facility was last up-
graded to increase efficiency or generation
capability after such date.

‘“(v) SPECIAL RULES.—In the case of a quali-
fied facility described in this subparagraph,
the 10-year period referred to in subsection
(a) shall be treated as beginning no earlier
than the date of the enactment of this sub-
paragraph.’’.

S5341

(4) GOVERNMENT-OWNED FACILITY.—Section
45(d)(6) (relating to credit eligibility in the
case of government-owned facilities using
poultry waste) is amended—

(A) by inserting ‘‘or alternative resources’
after ‘‘poultry waste’’, and

(B) by inserting ‘‘OR ALTERNATIVE RE-
SOURCES’’ after ‘‘POULTRY WASTE” in the
heading thereof.

() QUALIFIED FACILITIES WITH CO-PRODUC-
TION.—Section 45(b) (relating to limitations
and adjustments) is amended by adding at
the end the following:

‘“(4) INCREASED CREDIT FOR CO-PRODUCTION
FACILITIES.—

“‘(A) IN GENERAL.—In the case of a qualified
facility described in subsection (c)(3)(D)(i)
which has a co-production facility or a quali-
fied facility described in subparagraph (A),
(B), or (C) of subsection (¢)(3) which adds a
co-production facility after the date of the
enactment of this paragraph, the amount in
effect under subsection (a)(1) for an eligible
taxable year of a taxpayer shall (after ad-
justment under paragraph (2) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.

“(B) CO-PRODUCTION FACILITY.—For pur-
poses of subparagraph (A), the term ‘co-pro-
duction facility’ means a facility which—

‘(i) enables a qualified facility to produce
heat, mechanical power, chemicals, liquid
fuels, or minerals from qualified energy re-
sources in addition to electricity, and

‘“(ii) produces such energy on a continuous
basis.

“(C) ELIGIBLE TAXABLE YEAR.—For pur-
poses of subparagraph (A), the term ‘eligible
taxable year’ means any taxable year in
which the amount of gross receipts attrib-
utable to the co-production facility of a
qualified facility are at least 10 percent of
the amount of gross receipts attributable to
electricity produced by such facility.”.

(6) QUALIFIED FACILITIES LOCATED WITHIN
QUALIFIED INDIAN LANDS.—Section 45(b) (re-
lating to limitations and adjustments), as
amended by paragraph (5), is amended by
adding at the end the following:

‘“(5) INCREASED CREDIT FOR QUALIFIED FA-
CILITY LOCATED WITHIN QUALIFIED INDIAN
LAND.—In the case of a qualified facility de-
scribed in subsection (¢)(3)(D) which—

‘“(A) is located within—

‘(i) qualified Indian lands (as defined in
section 7871(c)(3)), or

‘“(ii) lands which are held in trust by a Na-
tive Corporation (as defined in section 3(m)
of the Alaska Native Claims Settlement Act
(43 U.S.C. 1602(m)) for Alaska Natives, and

“(B) is operated with the explicit written
approval of the Indian tribal government or
Native Corporation (as so defined) having ju-
risdiction over such lands,
the amount in effect under subsection (a)(1)
for a taxable year shall (after adjustment
under paragraphs (2) and (4) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.”’.

(7) ELECTRICITY PRODUCED FROM CERTAIN
RESOURCES CO-FIRED IN COAL PLANTS.—Sec-
tion 45(d) (relating to definitions and special
rules) is amended by adding at the end the
following:

‘(8) SPECIAL RULE FOR ELECTRICITY PRO-
DUCED FROM CERTAIN RESOURCES CO-FIRED IN
COAL PLANTS.—In the case of electricity pro-
duced from biomass (including closed loop
biomass), municipal solid waste, or animal
waste, co-fired in a facility which produces
electricity from coal—

“‘(A) subsection (a)(1) shall be applied by
substituting ‘1 cent’ for ‘1.8 cents’,

‘“(B) such facility shall be considered a
qualified facility for purposes of this section,
and

““(C) the 10-year period referred to in sub-
section (a) shall be treated as beginning no
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earlier than the date of the enactment of
this paragraph.”.

(8) CONFORMING AMENDMENTS.—

(A) The heading for section 45 is amended
by inserting ‘‘and waste energy’”’ after ‘‘renew-
able”’.

(B) The item relating to section 45 in the
table of sections subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing “‘and waste energy’’ after ‘‘renewable’’.

(c) ADDITIONAL MODIFICATIONS OF RENEW-
ABLE AND WASTE ENERGY RESOURCE CREDIT.—

(1) CREDITS FOR CERTAIN TAX EXEMPT ORGA-
NIZATIONS AND GOVERNMENTAL UNITS.—Sec-
tion 45(d) (relating to definitions and special
rules), as amended by subsection (b)(7), is
amended by adding at the end the following:

‘“(9) CREDITS FOR CERTAIN TAX EXEMPT OR-
GANIZATIONS AND GOVERNMENTAL UNITS.—

‘““(A) ALLOWANCE OF CREDIT.—Any credit
which would be allowable under subsection
(a) with respect to a qualified facility of an
entity if such entity were not exempt from
tax under this chapter shall be treated as a
credit allowable under subpart C to such en-
tity if such entity is—

‘(i) an organization described in section
501(c)(12)(C) and exempt from tax under sec-
tion 501(a),

‘(ii) an organization described in section
1381(a)(2)(C), or

‘‘(iii) any State or political subdivision
thereof, any possession of the United States,
any Indian tribal government (within the
meaning of section 7871), or any agency or
instrumentality of any of the foregoing.

‘(B) USE OF CREDIT.—

‘(1) TRANSFER OF CREDIT.—An entity de-
scribed in subparagraph (A) may assign,
trade, sell, or otherwise transfer any credit
allowable to such entity under subparagraph
(A) to any taxpayer.

‘(i) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of an entity described in clause (i)
or (ii) of subparagraph (A), any credit allow-
able to such entity under subparagraph (A)
may be applied by such entity, without pen-
alty, as a prepayment of any loan, debt, or
other obligation the entity has incurred
under subchapter I of chapter 31 of title 7 of
the Rural Electrification Act of 1936 (7 U.S.C.
901 et seq.).

¢(C) CREDIT NOT INCOME.—Neither a trans-
fer under clause (i) or a use under clause (ii)
of subparagraph (B) of any credit allowable
under subparagraph (A) shall result in in-
come for purposes of section 501(c)(12).

(D) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by an entity described
in subparagraph (A)(iii) from the transfer of
any credit under subparagraph (B)(i) shall be
treated as arising from an essential govern-
ment function.

“(E) CREDITS NOT REDUCED BY TAX-EXEMPT
BONDS OR CERTAIN OTHER SUBSIDIES.—Sub-
section (b)(3) shall not apply to reduce any
credit allowable under subparagraph (A) with
respect to—

‘(i) proceeds described in subparagraph
(A)(ii) of such subsection, or

‘(i) any loan, debt, or other obligation in-
curred under subchapter I of chapter 31 of
title 7 of the Rural Electrification Act of 1936
(7T U.S.C. 901 et seq.),
used to provide financing for any qualified
facility.

“(F) TREATMENT OF UNRELATED PERSONS.—
For purposes of this paragraph, sales among
and between entities described in subpara-
graph (A) shall be treated as sales between
unrelated parties.”.

(2) COORDINATION WITH OTHER CREDITS.—
Section 45(d), as amended by paragraph (1), is
amended by adding at the end the following:

¢“(10) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any qualified
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facility with respect to which a credit under
any other section is allowed for the taxable
year unless the taxpayer elects to waive the
application of such credit to such facility.”.

(3) EXPANSION TO INCLUDE ANIMAL WASTE.—
Section 45 (relating to electricity produced
from certain renewable resources), as amend-
ed by paragraphs (2) and (4) of subsection (b),
is amended—

(A) by striking ‘“‘poultry’ each place it ap-
pears in subsection (¢)(1)(C) and subsection
(d)(6) and inserting ‘‘animal’’,

(B) by striking ‘““POULTRY” in the heading
of paragraph (6) of subsection (d) and insert-
ing ‘“ANIMAL’,

(C) by striking paragraph (3) of subsection
(c) and inserting the following:

‘“(3) ANIMAL WASTE.—The term ‘animal
waste’ means poultry manure and litter and
other animal wastes, including—

‘“(A) wood shavings, straw, rice hulls, and
other bedding material for the disposition of
manure, and

‘(B) byproducts, packaging, and other ma-
terials which are nontoxic and biodegradable
and are associated with the processing, feed-
ing, selling, transporting, and disposal of
such animal wastes.”’, and

(D) by striking subparagraph (C) of sub-
section (c¢)(b) and inserting the following:

“(C) ANIMAL WASTE FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), in the case of a facility using ani-
mal waste (other than poultry) to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this clause.

‘“(ii) POULTRY WASTE.—In the case of a fa-
cility using animal waste relating to poultry
to produce electricity, the term ‘qualified fa-
cility’ means any facility of the taxpayer
which is originally placed in service after
December 31, 1999.”".

(4) TREATMENT OF QUALIFIED FACILITIES NOT
IN COMPLIANCE WITH POLLUTION LAWS.—Sec-
tion 45(c)(b) (relating to qualified facilities),
as amended by paragraphs (2) and (3) of sub-
section (b), is amended by adding at the end
the following:

‘“(E) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of this paragraph, a fa-
cility which is not in compliance with the
applicable State and Federal pollution pre-
vention, control, and permit requirements
for any period of time shall not be considered
to be a qualified facility during such pe-
riod.”.

(5) EXTENSION OF QUALIFIED FACILITY
DATES.—Section 45(c)(5) (relating to qualified
facility), as redesignated by subsection
(b)(2), is amended by striking *‘, and before
January 1, 2002 in subparagraphs (A) and
(B).

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity and other energy produced after the
date of the enactment of this Act and before
January 1, 2007.

SEC. 1123. TREATMENT OF FACILITIES USING BA-
GASSE TO PRODUCE ENERGY AS
SOLID WASTE DISPOSAL FACILITIES
ELIGIBLE FOR TAX-EXEMPT FINANC-
ING.

(a) IN GENERAL.—Section 142 (relating to
exempt facility bond) is amended by adding
at the end the following:

(k) SOLID WASTE DISPOSAL FACILITIES.—
For purposes of subsection (a)(6), the term
‘solid waste disposal facilities’ includes prop-
erty located in Hawaii and used for the col-
lection, storage, treatment, utilization,
processing, or final disposal of bagasse in the
manufacture of ethanol.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to bonds
issued after the date of the enactment of this
Act.
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SEC. 1124. DEPRECIATION OF PROPERTY USED IN
THE TRANSMISSION OF ELEC-
TRICITY.

(a) DEPRECIATION OF PROPERTY USED IN THE
TRANSMISSION OF ELECTRICITY.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 168(e)(3) (relating to 7-year property), as
amended by section 1121(a)(1), is amended by
striking ‘“‘and” at the end of clause (ii), by
redesignating clause (iii) as clause (iv), and
by inserting after clause (ii) the following:

‘‘(iii) any property used in the trans-
mission of electricity, and”.

(2) 10-YEAR CLASS LIFE.—The table con-
tained in section 168(g)(3)(B), as amended by
section 1121(a)(2), is amended by inserting

after the item relating to subparagraph
(C)(ii) the following:
CLOIEIL) wueeieiie e 10”.

(b) DEFINITION OF PROPERTY USED IN THE
TRANSMISSION OF  ELECTRICITY.—Section
168(i), as amended by section 1121(b), is
amended by adding at the end the following:

‘‘(16) PROPERTY USED IN THE TRANSMISSION
OF ELECTRICITY.—The term ‘property used in
the transmission of electricity’ means prop-
erty used in the transmission of electricity
for sale.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act.

Subtitle D—Tax Incentives for Ethanol Use
SEC. 1131. SMALL ETHANOL PRODUCER CREDIT.

(a) ALLOCATION OF ALCOHOL FUELS CREDIT
TO PATRONS OF A COOPERATIVE.—Section
40(g) (relating to alcohol used as fuel) is
amended by adding at the end the following
new paragraph:

“(6) ALLOCATION OF SMALL ETHANOL PRO-
DUCER CREDIT TO PATRONS OF COOPERATIVE.—

*“(A) ELECTION TO ALLOCATE.—

‘(i) IN GENERAL.—In the case of a coopera-
tive organization described in section 1381(a),
any portion of the credit determined under
subsection (a)(3) for the taxable year may, at
the election of the organization, be appor-
tioned pro rata among patrons of the organi-
zation on the basis of the quantity or value
of business done with or for such patrons for
the taxable year.

‘(i) FORM AND EFFECT OF ELECTION.—AnN
election under clause (i) for any taxable year
shall be made on a timely filed return for
such year. Such election, once made, shall be
irrevocable for such taxable year.

‘(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—The amount of the credit appor-
tioned to patrons under subparagraph (A)—

‘(i) shall not be included in the amount de-
termined under subsection (a) with respect
to the organization for the taxable year,

‘“(ii) shall be included in the amount deter-
mined under subsection (a) for the taxable
year of each patron for which the patronage
dividends for the taxable year described in
subparagraph (A) are included in gross in-
come, and

‘“(iii) shall be included in gross income of
such patrons for the taxable year in the
manner and to the extent provided in section
87.

¢(C) SPECIAL RULES FOR DECREASE IN CRED-
ITS FOR TAXABLE YEAR.—If the amount of the
credit of a cooperative organization deter-
mined under subsection (a)(3) for a taxable
year is less than the amount of such credit
shown on the return of the cooperative orga-
nization for such year, an amount equal to
the excess of—

‘(i) such reduction, over

‘‘(ii) the amount not apportioned to such
patrons under subparagraph (A) for the tax-
able year,
shall be treated as an increase in tax im-
posed by this chapter on the organization.
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Such increase shall not be treated as tax im-
posed by this chapter for purposes of deter-
mining the amount of any credit under this
subpart or subpart A, B, E, or G.”.

(b) IMPROVEMENTS TO SMALL ETHANOL PRO-
DUCER CREDIT.—

(1) DEFINITION OF SMALL ETHANOL PRO-
DUCER.—Section 40(g) (relating to definitions
and special rules for eligible small ethanol
producer credit) is amended by striking
¢¢30,000,000 each place it appears and insert-
ing ¢60,000,000"".

(2) SMALL ETHANOL PRODUCER CREDIT NOT A
PASSIVE ACTIVITY CREDIT.—Clause (i) of sec-
tion 469(d)(2)(A) is amended by striking ‘‘sub-
part D’ and inserting ‘‘subpart D, other than
section 40(a)(3),”.

(3) ALLOWING CREDIT AGAINST MINIMUM
TAX.—

(A) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

‘“(3) SPECIAL RULES FOR SMALL ETHANOL
PRODUCER CREDIT.—

‘“(A) IN GENERAL.—In the case of the small
ethanol producer credit—

‘(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and

‘“(ii) in applying paragraph (1) to the cred-
it—

‘() subparagraphs (A) and (B) thereof shall
not apply, and

‘“(IT) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the small eth-
anol producer credit).

‘(B) SMALL ETHANOL PRODUCER CREDIT.—
For purposes of this subsection, the term
‘small ethanol producer credit’ means the
credit allowable under subsection (a) by rea-
son of section 40(a)(3).”.

(B) CONFORMING AMENDMENT.—Subclause
(IT) of section 38(c)(2)(A)(ii) is amended by
striking ‘‘(other” and all that follows
through ‘‘credit)’” and inserting ‘‘(other than
the empowerment zone employment credit
or the small ethanol producer credit)’’.

(4) SMALL ETHANOL PRODUCER CREDIT NOT
ADDED BACK TO INCOME UNDER SECTION 87.—
Section 87 (relating to income inclusion of
alcohol fuel credit) is amended to read as fol-
lows:

“SEC. 87. ALCOHOL FUEL CREDIT.

““Gross income includes an amount equal
to the sum of—

‘(1) the amount of the alcohol mixture
credit determined with respect to the tax-
payer for the taxable year under section
40(a)(1), and

‘(2) the alcohol credit determined with re-
spect to the taxpayer for the taxable year
under section 40(a)(2).”.

(c) CONFORMING AMENDMENT.—Section 1388
(relating to definitions and special rules for
cooperative organizations) is amended by
adding at the end the following new sub-
section:

““(k) CROSS REFERENCE.—For provisions re-
lating to the apportionment of the alcohol
fuels credit between cooperative organiza-
tions and their patrons, see section 40(g)(6).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 1132. ADDITIONAL TAX INCENTIVES FOR
ETHANOL USE.

(a) DIESEL FUEL MIXED WITH ALCOHOL
TREATED SAME AS GASOLINE.—

(1) QUALIFIED ALCOHOL MIXTURE.—Section
4081(c)(3)(B) (defining qualified alcohol mix-
ture) is amended to read as follows:

‘“(B) QUALIFIED ALCOHOL MIXTURE.—The
term ‘qualified alcohol mixture’ means any
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mixture of gasoline or diesel fuel with alco-
hol if at least 5.7 percent of such mixture is
alcohol.”.

(2) ALCOHOL MIXTURE RATES.—

(A) IN GENERAL.—Section 4081(c)(4)(A) (re-
lating to alcohol mixture rates for gasoline
mixtures) is amended—

(i) by striking ‘‘which contains gasoline’’
in clauses (i) and (ii), and

(ii) by striking ‘10 percent gasohol’’, ‘7.7
percent gasohol”, and ‘5.7 percent gasohol”
each place such terms appear in clauses (i)
and (ii), and inserting ‘‘a 10 percent mix-
ture”, ‘“‘a 7.7 percent mixture’”, and ‘“‘a 5.7
percent mixture’’, respectively.

(B) DEFINITIONS.—Section 4081(c)(4) is
amended by striking subparagraphs (B), (C),
and (D) and inserting:

‘(B) 10 PERCENT MIXTURE.—The term ‘10
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 10 per-
cent of such mixture is alcohol.

“(C) 7.7 PERCENT MIXTURE.—The term ‘7.7
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 7.7 per-
cent of such mixture is alcohol.

‘(D) 5.7 PERCENT MIXTURE.—The term ‘5.7
percent mixture’ means any mixture of alco-
hol with gasoline or diesel if at least 5.7 per-
cent of such mixture is alcohol.”

(C) CONFORMING AMENDMENTS.—

(i) The heading for section 4081(c)(4) is
amended by striking ‘‘GASOLINE’’ and insert-
ing ‘“ALCOHOL”’.

(ii) Section 4081(c) is amended by striking
paragraph (5) and by redesignating para-
graphs (6), (7), and (8) as paragraphs (5), (6),
and (7), respectively.

(b) DEFINITION OF ALCOHOL.—Section
4081(c)(3)(A) (defining alcohol) is amended by
striking ‘‘and ethanol’ and inserting ‘‘, eth-
anol, or other alcohol,”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 2001.

Subtitle E—Commuter Benefits Equity

SEC. 1141. UNIFORM DOLLAR LIMITATION FOR
ALL TYPES OF TRANSPORTATION
FRINGE BENEFITS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 132(f)(2) (relating to limitation on exclu-
sion) is amended by striking ‘‘$65° and in-
serting “‘$175.

(b) CONFORMING AMENDMENT.—Section 9010
of the Transportation Equity Act for the 21st
Century is amended by striking subsection
(©).

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

SEC. 1142. CLARIFICATION OF FEDERAL EM-
PLOYEE BENEFITS.

Section 7905 of title 5, United States Code,
is amended—

(1) in subsection (a)—

(A) in paragraph (2)(C) by inserting ‘“‘and”
after the semicolon;

(B) in paragraph (3) by striking ‘‘; and” and
inserting a period; and

(C) by striking paragraph (4); and

(2) in subsection (b)(2)(A) by amending sub-
paragraph (A) to read as follows:

‘“(A) a qualified transportation fringe as
defined in section 132(f)(1) of the Internal
Revenue Code of 1986;.

Subtitle F—Tax Credit for Energy
Conservation Expenditures.
SEC. 1151. ENERGY CONSERVATION
TURES.

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

EXPENDI-
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35. ENERGY CONSERVATION EXPENDI-
TURES.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this sub-
title for the taxable year an amount equal to
the energy conservation expenditures made
by the taxpayer during such year.

““(b) MAXIMUM CREDIT.—The amount of the
credit allowed under subsection (a) with re-
spect to each dwelling unit for the taxable
year shall not exceed $2,000.

‘“(c) ENERGY CONSERVATION EXPENDI-
TURES.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘energy con-
servation expenditures’ means expenditures
made by the taxpayer for qualified energy
property—

““(A) which is certified to equal or exceed
energy conservation standards for such prop-
erty or for the installation of such property
as prescribed by the Secretary, in consulta-
tion with the Secretary of Energy, and

‘“(B) which is installed on or in connection
with a dwelling unit—

‘(i) which is located in the United States,
and

‘“(ii) which is used by the taxpayer as a res-

idence.
Such term includes expenditures for labor
costs properly allocable to the onsite prepa-
ration, assembly, or installation of the prop-
erty.

*“(2) QUALIFIED ENERGY PROPERTY.—

‘““(A) IN GENERAL.—The term ‘qualified en-
ergy property’ means—

‘(i) swimming pool and hot tub covers,

¢‘(ii) ceiling insulation,

‘‘(iii) weatherstripping,

‘“(iv) water heater insulation blankets,

“(v) low-flow showerheads,

‘(vi) caulking in ceilings,

‘“(vii) insulation of plenums and ducts,

‘“(viii) installation of storm windows with
a U-value of 0.45 or less,

‘“(ix) thermal doors and windows,

‘(x) duty cyclers,

“(xi) clock thermostats,

‘‘(xii) evaporative coolers,

‘‘(xiii) whole house fans,

“(xiv) external shading devices,

‘(xv) thermal energy storage devices with
central control systems,

‘‘(xvi) controls and automatic switching
devices between natural and electric light-
ing, or

‘‘(xvii) any other property that the Sec-
retary of Energy determines to be an effec-
tive device for the conservation of energy.

*“(d) CERTIFICATION.—

‘(1 ProbpucTs.—A certification with re-
spect to a qualified energy property shall be
made by the manufacturer of such property.

‘(2) INSTALLATION.—A certification with
respect to the installation of a qualified en-
ergy property shall be made by the person
who sold or installed the property.

“(3) FORM OF CERTIFICATIONS.—Certifi-
cations referred to in this subsection shall be
in such form as the Secretary shall pre-
scribe, and, except in the case of a certifi-
cation by a representative of a local building
regulatory authority, shall include the tax-
payer identification number of the person
making the certification.

‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which if jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

‘“(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures (as the case may be) made during such
calendar year by any of such individuals
with respect to such dwelling unit shall be

“SEC.
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determined by treating all of such individ-
uals as 1 taxpayer whose taxable year is such
calendar year.

‘‘(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having made
his tenant-stockholder’s proportionate share
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation.

*“(3) CONDOMINIUMS.—

‘““(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which he owns, such individual
shall be treated as having made his propor-
tionate share of any expenditures of such as-
sociation.

“(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

‘“(4) JOINT OWNERSHIP OF ENERGY ITEMS.—

‘“‘(A) IN GENERAL.—Any expenditure other-
wise qualifying as a energy conservation ex-
penditure shall not be treated as failing to so
qualify merely because such expenditure was
made with respect to 2 or more dwelling
units.

‘(B) LIMITS APPLIED SEPARATELY.—In the
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made
for each dwelling unit.

‘“(6) ALLOCATION IN CERTAIN CASES.—If less
than 80 percent of the use of an item is for
nonbusiness residential purposes, only that
portion of the expenditures for such item
which is properly allocable to use for non-
business residential purposes shall be taken
into account.

‘(6) WHEN EXPENDITURE MADE; AMOUNT OF
EXPENDITURE.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made
when the original installation of the item is
completed.

“(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in
connection with the construction or recon-
struction of a structure, such expenditure
shall be treated as made when the original
use of the constructed or reconstructed
structure by the taxpayer begins.

“(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof.

“(7) OTHER APPLICABLE RULES.—Rules simi-
lar to the rules of paragraphs (4) and (5) of
section 48(a) shall apply for purposes of this
section.

‘“(f) BASIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
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be reduced by the amount of the credit so al-
lowed.

‘(g) DENIAL OF DOUBLE BENEFIT.—No de-
duction or other credit shall be allowed
under this chapter for any expenditure for
which credit is allowed under this section.

“(h) ELECTION To HAVE CREDIT NOT
APPLY.—A taxpayer may elect to have this
section not apply for any taxable year.

‘(1) APPLICATION OF SECTION.—This section
shall apply to expenditures with respect to
property placed in service after December 31,
2000.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 1324(b)(2) of title 31, United
States Code, is amended by striking ‘‘or’’ be-
fore ‘‘enacted” and by inserting before the
period at the end ‘‘, or from section 35 of
such Code”’.

(2) The table of sections for subpart C of
part IV of subchapter A of chapter 1 is
amended by striking the item relating to
section 35 and inserting the following new
items:

‘‘Sec. 35. Energy conservation expenditures.
‘“Sec. 36. Overpayments of tax.”.

(¢c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2000.

Subtitle G—Hybrid Vehicle Incentive
SEC. 1161. EXPANSION OF CLEAN-FUEL VEHICLE
DEDUCTION TO INCLUDE HYBRID
VEHICLES.

(a) IN GENERAL.—Section 179A(c) (defining
qualified clean-fuel vehicle property) is
amended by adding at the end the following
new paragraph:

“(4) QUALIFIED HYBRID VEHICLE INCLUDED.—

‘“(A) IN GENERAL.—The term ‘qualified
clean-fuel vehicle property’ includes any
qualified hybrid vehicle.

“(B) QUALIFIED HYBRID VEHICLE.—

“(1) IN GENERAL.—The term ‘qualified hy-
brid vehicle’ means any motor vehicle
which—

‘“(I) is propelled by a combination of a fuel
which is not a clean-burning fuel and elec-
tricity, and

‘“(IT) has a city fuel economy of not less
than 50 miles per gallon.

“(ii) CITY FUEL ECONOMY.—The term ‘city
fuel economy’ has the meaning given the
term in section 600.002-85 of title 40, Code of
Federal Regulations (or a successor regula-
tion).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to property
placed in service after the date of the enact-
ment of this Act.

Subtitle H—Compliance With Congressional
Budget Act
SEC. 1171. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE XII—OTHER PROVISIONS
Subtitle A—In General
SEC. 1201. EXPANSION OF AUTHORITY TO POST-
PONE CERTAIN TAX-RELATED DEAD-
LINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER.

(a) IN GENERAL.—Section 7508A (relating to
authority to postpone certain tax-related
deadlines by reason of presidentially de-
clared disaster) is amended by adding at the
end the following new subsection:

“(c) DUTIES OF DISASTER RESPONSE TEAM.—
The Secretary shall establish as a permanent
office in the national office of the Internal
Revenue Service a disaster response team
which, in coordination with the Federal
Emergency Management Agency, shall assist
taxpayers in clarifying and resolving Federal
tax matters associated with or resulting
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from any Presidentially declared disaster (as
so defined). One of the duties of the disaster
response team shall be to extend in appro-
priate cases the 90-day period described in
subsection (a) by not more than 30 days.”.

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

Subtitle B—Compliance With Congressional
Budget Act
SEC. 1211. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

SA 723. Mr. SMITH of New Hampshire
proposed an amendment to amendment
SA 680 proposed by Mr.homeowners
Smith, of New Hampshire to the bill
(H.R. 1836) to provide for reconciliation
pursuant to section 104 of the concur-
rent resolution on the budget for fiscal
year 2002; 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”°.

SA 724. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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.

SA 725. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:
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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 the column relating to 39.6 percent.

SA 726. Mr. FEINGOLD proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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:

2001 and thereafter $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.”

SA 727. Mr. HARKIN proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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-
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sional Budget Office submits the certifi-
cation described in subparagraph (A).

(i1) 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.

SA 728. Mr. HARKIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 9, strike the table between lines 11
and 12 and insert the following:

The corresponding percentages shall be

“In the case of taxable substituted for the following percentages:

years beginning during cal-

endar year: 0% 8% 3% 3%
2002, 2003, and 2004 .. 9% 27% 30% 35%
2005 and 2006 ............ 8.5% 26% 29% 34%
2007 and thereafter ...... 8% 25% 28% 33%".

SA 729. Mr. HARKIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the end of subtitle D of title IV, add the
following:

SEC. . CREDIT FOR CERTAIN EMERGENCY RE-
SPONSE PROFESSIONAL EXPENSES.

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

“SEC. 30B. CREDIT TO EMERGENCY RESPONSE
PROFESSIONALS FOR CERTAIN EX-
PENSES.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an eligible emergency response professional,
there shall be allowed as a credit against the
tax imposed by this chapter for the taxable
year an amount equal to 50 percent of the
qualified expenses which are paid or incurred
by the taxpayer during such taxable year.

““(b) MAXIMUM CREDIT.—The credit allowed
by subsection (a) for any taxable year shall
not exceed $250.

‘‘(c) DEFINITIONS.—

‘(1) ELIGIBLE EMERGENCY RESPONSE PRO-
FESSIONAL.—The term ‘eligible emergency
response professional’ includes—

‘“(A) a full-time employee of any police de-
partment or fire department which is orga-
nized and operated by a governmental entity
to provide police protection, firefighting
service, or emergency medical services for
any area within the jurisdiction of such gov-
ernmental entity,

‘(B) an emergency medical technician li-
censed by a State who is employed by a
State or non-profit to provide emergency
medical services, and

‘“(C) a member of a volunteer fire depart-
ment which is organized to provide fire-
fighting or emergency medical services for
any area within the jurisdiction of a govern-
mental entity which is not provided with
any other firefighting services.

“(2) GOVERNMENTAL ENTITY.—The term
‘governmental entity’ means a State (or po-
litical subdivision thereof), Indian tribal (or
political subdivision thereof), or Federal
government.

““(3) QUALIFIED EXPENSES.—The term ‘quali-
fied expenses’ means unreimbursed expenses
for police and firefighter activities, as deter-
mined by the Secretary.
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‘“(d) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion shall be allowed under this chapter for
any expense 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.

‘“(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 to emergency response pro-
fessionals for certain ex-
penses.”’.

(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 after December 31, 2002, the de-
crease in revenues to the Treasury for that
fiscal year resulting from the amendments
made by this section.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid or incurred after December 31, 2001.

SA 730. Mr. HARKIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the end of subtitle D of title IV, add the
following:

SEC. . CREDIT FOR CERTAIN HIGHER EDU-
CATION LOANS.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 432, is amended by inserting after
section 25B the following new section:

“SEC. 25C. CERTAIN HIGHER EDUCATION LOANS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a qualified individual, there shall be allowed
as a credit against the tax imposed by this
chapter for the taxable year an amount
equal to the interest and principle paid by
the taxpayer during the taxable year on any
qualified education loan.

““(b) MAXIMUM CREDIT.—The credit allowed
by subsection (a) for a qualified individual
shall not exceed $2,000.

‘“(c) DEPENDENTS NOT ELIGIBLE FOR CRED-
IT.—No credit shall be allowed by this sec-
tion to an individual for the taxable year if
a deduction under section 1561 with respect to
such individual is allowed to another tax-
payer for the taxable year beginning in the
calendar year in which such individual’s tax-
able year begins.

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

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

‘(2) NURSE.—The term ‘nurse’ means—

“(A) an individual who is—

‘“(i) licensed or certified by a State to pro-
vide nursing or nursing-related services, and

‘‘(ii) employed to perform such services on
a full-time basis for at least 6 months in the
taxable year in which the credit described in
subsection (a) is claimed, or
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‘(B) any other licensed or certified health
professional practicing in a health profession
shortage area, as defined in section 332(a)(1)
of the Public Health Service Act (42 U.S.C.
254e(a)(1)).

¢“(3) QUALIFIED EDUCATION LOAN.—The term
‘qualified education loan’ has the meaning
given such term by section 221(e)(1).

‘(4) QUALIFIED INDIVIDUAL.—The term
‘qualified individual’ means a teacher or a
nurse.

‘(6) TEACHER.—The term ‘teacher’ means—

““(A) a certified individual who is a kinder-
garten through grade 12 classroom teacher,
instructor, counselor, aide, or principal in
any State, Federal, or tribally licensed ele-
mentary or secondary school on a full-time
basis for an academic year ending during a
taxable year, or

‘“(B) a head start teacher in a licensed head
start program recognized by the Secretary of
Health and Human Services.

““(f) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No credit
shall be allowed under this section if any
amount of interest or principle on a qualified
education loan is taken into account for any
deduction or credit under any other provi-
sion of this chapter for the taxable year.

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

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

(b) CONFORMING AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 256B the
following new item:

“Sec. 25C. Certain higher education loans.”.

(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 under subsection (a) and (b) shall apply
to any qualified education loan (as defined in
section 25C(d)(3) of the Internal Revenue
Code of 1986, as added by this section) in-
curred on, before, or after December 31, 2001,
but only with respect to any loan interest or
principle payment due in taxable years be-
ginning after December 31, 2001.

SA 731. Mr. HARKIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 9, strike the table between line 11
and 12 and insert the following:

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 21% 30% 35% 39%
2003 and 2004 21% 30% 35%  38.6%
2005 and 2006 ... 26% 29% 34% 38%

2007 and thereafter .. 25%  28%  33%  36%

At the end add the following:
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TITLE —SCHOOL CONSTRUCTION AND
MODERNIZATION
Subtitle A—Liberalization of Tax-Exempt Fi-
nancing Rules for Public School Construc-
tion
SEC. 01. EXPANSION OF INCENTIVES
PUBLIC SCHOOLS.
(a) IN GENERAL.—Chapter 1 is amended by
adding at the end the following new sub-
chapter:

“Subchapter Y—Public School Modernization

FOR

Provisions
‘““‘Sec. 1400K. Credit to holders of qualified
public school modernization
bonds.
‘““Sec. 1400L. Qualified school construction
bonds.

‘“‘Sec. 1400M. Qualified zone academy bonds.

“SEC. 1400K. CREDIT TO HOLDERS OF QUALIFIED
PUBLIC SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified public
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified public school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘“(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified public
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘(B) the outstanding face amount of the
bond.

“(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
day before the date of issuance of the issue)
on outstanding long-term corporate debt ob-
ligations (determined under regulations pre-
scribed by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

“(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘“(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

¢“(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

¢(d) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND; CREDIT ALLOWANCE DATE.—For
purposes of this section—
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‘(1) QUALIFIED PUBLIC SCHOOL MODERNIZA-
TION BOND.—The term ‘qualified public
school modernization bond’ means—

“(A) a qualified zone academy bond, and

“(B) a qualified school construction bond.

‘(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

“(A) March 15,

“(B) June 15,

‘“(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘‘(e) OTHER DEFINITIONS.—For purposes of
this subchapter—

‘(1) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given to such term by section 14101
of the Elementary and Secondary Education
Act of 1965. Such term includes the local edu-
cational agency that serves the District of
Columbia but does not include any other
State agency.

‘(2) BoND.—The term ‘bond’ includes any
obligation.

“(8) STATE.—The term ‘State’ includes the
District of Columbia and any possession of
the United States.

‘“(4) PUBLIC SCHOOL FACILITY.—The term
‘public school facility’ shall not include—

““(A) any stadium or other facility pri-
marily used for athletic contests or exhibi-
tions or other events for which admission is
charged to the general public, or

‘“(B) any facility which is not owned by a
State or local government or any agency or
instrumentality of a State or local govern-
ment.

“(f) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

‘(g) RECAPTURE OF PORTION OF CREDIT
WHERE CESSATION OF COMPLIANCE.—

‘(1) IN GENERAL.—If any bond which when
issued purported to be a qualified public
school modernization bond ceases to be a
qualified public school modernization bond,
the issuer shall pay to the United States (at
the time required by the Secretary) an
amount equal to the sum of—

‘“(A) the aggregate of the credits allowable
under this section with respect to such bond
(determined without regard to subsection
(c)) for taxable years ending during the cal-
endar year in which such cessation occurs
and the 2 preceding calendar years, and

‘“(B) interest at the underpayment rate
under section 6621 on the amount determined
under subparagraph (A) for each calendar
year for the period beginning on the first day
of such calendar year.

‘“(2) FAILURE TO PAY.—If the issuer fails to
timely pay the amount required by para-
graph (1) with respect to such bond, the tax
imposed by this chapter on each holder of
any such bond which is part of such issue
shall be increased (for the taxable year of the
holder in which such cessation occurs) by the
aggregate decrease in the credits allowed
under this section to such holder for taxable
years beginning in such 3 calendar years
which would have resulted solely from deny-
ing any credit under this section with re-
spect to such issue for such taxable years.

‘“(3) SPECIAL RULES.—

‘““(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (2) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

‘“(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under paragraph (2) shall not be
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treated as a tax imposed by this chapter for
purposes of determining—

‘(i) the amount of any credit allowable
under this part, or

‘‘(ii) the amount of the tax imposed by sec-
tion 55.

““(h) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified public
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

‘(i) CREDITS MAY BE STRIPPED.—Under reg-
ulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified public school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

‘“(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
qualified public school modernization bond
as if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

“(j) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied public school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

“(k) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

‘(1) REPORTING.—Issuers of qualified public
school modernization bonds shall submit re-
ports similar to the reports required under
section 149(e).

“(m) TERMINATION.—This section shall not
apply to any bond issued after September 30,
2006.

“SEC. 1400L. QUALIFIED SCHOOL CONSTRUCTION
BONDS.

‘(a) QUALIFIED SCHOOL CONSTRUCTION
BoND.—For purposes of this subchapter, the
term ‘qualified school construction bond’
means any bond issued as part of an issue
if—

‘(1) 95 percent or more of the proceeds of
such issue are to be used for the construc-
tion, rehabilitation, or repair of a public
school facility or for the acquisition of land
on which such a facility is to be constructed
with part of the proceeds of such issue,

‘(2) the bond is issued by a State or local
government within the jurisdiction of which
such school is located,

‘“(3) the issuer designates such bond for
purposes of this section, and

‘“(4) the term of each bond which is part of
such issue does not exceed 15 years.

““(b) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—The maximum aggregate face
amount of bonds issued during any calendar
yvear which may be designated under sub-
section (a) by any issuer shall not exceed the
sum of—

‘(1) the limitation amount allocated under
subsection (d) for such calendar year to such
issuer, and

‘(2) if such issuer is a large local edu-
cational agency (as defined in subsection
(e)(4)) or is issuing on behalf of such an agen-
cy, the limitation amount allocated under
subsection (e) for such calendar year to such
agency.

“(c) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—There is a national
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qualified school construction bond limita-
tion for each calendar year. Such limitation
is—

‘(1) $11,000,000,000 for 2002,

““(2) $11,000,000,000 for 2003, and

““(3) except as provided in subsection (f),
zero after 2003.

¢(d) 60 PERCENT OF LIMITATION ALLOCATED
AMONG STATES.—

‘(1) IN GENERAL.—60 percent of the limita-
tion applicable under subsection (c¢) for any
calendar year shall be allocated by the Sec-
retary among the States in proportion to the
respective numbers of children in each State
who have attained age 5 but not age 18 for
the most recent fiscal year ending before
such calendar year. The limitation amount
allocated to a State under the preceding sen-
tence shall be allocated by the State to
issuers within such State.

€“(2) MINIMUM ALLOCATIONS TO STATES.—

‘“(A) IN GENERAL.—The Secretary shall ad-
just the allocations under this subsection for
any calendar year for each State to the ex-
tent necessary to ensure that the sum of—

‘“(i) the amount allocated to such State
under this subsection for such year, and

‘(i) the aggregate amounts allocated
under subsection (e) to large local edu-
cational agencies in such State for such
year,
is not less than an amount equal to such
State’s minimum percentage of the amount
to be allocated under paragraph (1) for the
calendar year.

‘(B) MINIMUM PERCENTAGE.—A State’s min-
imum percentage for any calendar year is
the minimum percentage described in sec-
tion 1124(d) of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6334(d)) for
such State for the most recent fiscal year
ending before such calendar year.

“(3) ALLOCATIONS TO CERTAIN POSSES-
SIONS.—The amount to be allocated under
paragraph (1) to any possession of the United
States other than Puerto Rico shall be the
amount which would have been allocated if
all allocations under paragraph (1) were
made on the basis of respective populations
of individuals below the poverty line (as de-
fined by the Office of Management and Budg-
et). In making other allocations, the amount
to be allocated under paragraph (1) shall be
reduced by the aggregate amount allocated
under this paragraph to possessions of the
United States.

‘(4) ALLOCATIONS FOR INDIAN SCHOOLS.—In
addition to the amounts otherwise allocated
under this subsection, $200,000,000 for cal-
endar year 2002, and $200,000,000 for calendar
year 2003, shall be allocated by the Secretary
of the Interior for purposes of the construc-
tion, rehabilitation, and repair of schools
funded by the Bureau of Indian Affairs. In
the case of amounts allocated under the pre-
ceding sentence, Indian tribal governments
(as defined in section 7871) shall be treated as
qualified issuers for purposes of this sub-
chapter.

““(e) 40 PERCENT OF LIMITATION ALLOCATED
AMONG LARGEST SCHOOL DISTRICTS.—

‘(1) IN GENERAL.—40 percent of the limita-
tion applicable under subsection (c¢) for any
calendar year shall be allocated under para-
graph (2) by the Secretary among local edu-
cational agencies which are large local edu-
cational agencies for such year.

‘“(2) ALLOCATION FORMULA.—The amount to
be allocated under paragraph (1) for any cal-
endar year shall be allocated among large
local educational agencies in proportion to
the respective amounts each such agency re-
ceived for Basic Grants under subpart 2 of
part A of title I of the Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6331
et seq.) for the most recent fiscal year end-
ing before such calendar year.
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‘“(3) ALLOCATION OF UNUSED LIMITATION TO
STATE.—The amount allocated under this
subsection to a large local educational agen-
cy for any calendar year may be reallocated
by such agency to the State in which such
agency is located for such calendar year.
Any amount reallocated to a State under the
preceding sentence may be allocated as pro-
vided in subsection (d)(1).

‘“(4) LARGE LOCAL EDUCATIONAL AGENCY.—
For purposes of this section, the term ‘large
local educational agency’ means, with re-
spect to a calendar year, any local edu-
cational agency if such agency is—

‘‘(A) among the 100 local educational agen-
cies with the largest numbers of children
aged 5 through 17 from families living below
the poverty level, as determined by the Sec-
retary using the most recent data available
from the Department of Commerce that are
satisfactory to the Secretary, or

“(B) 1 of not more than 25 local edu-
cational agencies (other than those described
in subparagraph (A)) that the Secretary of
Education determines (based on the most re-
cent data available satisfactory to the Sec-
retary) are in particular need of assistance,
based on a low level of resources for school
construction, a high level of enrollment
growth, or such other factors as the Sec-
retary deems appropriate.

¢“(f) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘(1) the amount allocated under subsection
(d) to any State, exceeds

‘(2) the amount of bonds issued during
such year which are designated under sub-
section (a) pursuant to such allocation,
the limitation amount under such subsection
for such State for the following calendar
yvear shall be increased by the amount of
such excess. A similar rule shall apply to the
amounts allocated under subsection (d)(4) or
(e).

“(g) SPECIAL RULES RELATING TO ARBI-
TRAGE.—

‘(1) IN GENERAL.—A bond shall not be
treated as failing to meet the requirement of
subsection (a)(1) solely by reason of the fact
that the proceeds of the issue of which such
bond is a part are invested for a temporary
period (but not more than 36 months) until
such proceeds are needed for the purpose for
which such issue was issued.

‘(2) BINDING COMMITMENT REQUIREMENT.—
Paragraph (1) shall apply to an issue only if,
as of the date of issuance, there is a reason-
able expectation that—

““(A) at least 10 percent of the proceeds of
the issue will be spent within the 6-month
period beginning on such date for the pur-
pose for which such issue was issued, and

“(B) the remaining proceeds of the issue
will be spent with due diligence for such pur-
pose.

‘‘(3) EARNINGS ON PROCEEDS.—Any earnings
on proceeds during the temporary period
shall be treated as proceeds of the issue for
purposes of applying subsection (a)(1) and
paragraph (1) of this subsection.

“SEC. 1400M. QUALIFIED ZONE ACADEMY BONDS.

‘‘(a) QUALIFIED ZONE ACADEMY BOND.—For
purposes of this subchapter—

‘(1) IN GENERAL.—The term ‘qualified zone
academy bond’ means any bond issued as
part of an issue if—

““(A) 95 percent or more of the proceeds of
such issue are to be used for a qualified pur-
pose with respect to a qualified zone acad-
emy established by a local educational agen-
cy,

“(B) the bond is issued by a State or local
government within the jurisdiction of which
such academy is located,

““(C) the issuer—

‘(i) designates such bond for purposes of
this section,
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‘‘(ii) certifies that it has written assur-
ances that the private business contribution
requirement of paragraph (2) will be met
with respect to such academy, and

‘‘(iii) certifies that it has the written ap-
proval of the local educational agency for
such bond issuance, and

‘(D) the term of each bond which is part of
such issue does not exceed 15 years.

Rules similar to the rules of section 1400L(g)
shall apply for purposes of paragraph (1).

‘(2) PRIVATE BUSINESS CONTRIBUTION RE-
QUIREMENT.—

“(A) IN GENERAL.—For purposes of para-
graph (1), the private business contribution
requirement of this paragraph is met with
respect to any issue if the local educational
agency that established the qualified zone
academy has written commitments from pri-
vate entities to make qualified contributions
having a present value (as of the date of
issuance of the issue) of not less than 10 per-
cent of the proceeds of the issue.

“(B) QUALIFIED CONTRIBUTIONS.—For pur-
poses of subparagraph (A), the term ‘quali-
fied contribution’ means any contribution
(of a type and quality acceptable to the local
educational agency) of—

‘(i) equipment for use in the qualified zone
academy (including state-of-the-art tech-
nology and vocational equipment),

‘“(ii) technical assistance in developing
curriculum or in training teachers in order
to promote appropriate market driven tech-
nology in the classroom,

‘“(iii) services of employees as volunteer
mentors,

‘(iv) internships, field trips, or other edu-
cational opportunities outside the academy
for students, or

‘(v) any other property or service specified
by the local educational agency.

‘“(3) QUALIFIED ZONE ACADEMY.—The term
‘qualified zone academy’ means any public
school (or academic program within a public
school) which is established by and operated
under the supervision of a local educational
agency to provide education or training
below the postsecondary level if—

“(A) such public school or program (as the
case may be) is designed in cooperation with
business to enhance the academic cur-
riculum, increase graduation and employ-
ment rates, and better prepare students for
the rigors of college and the increasingly
complex workforce,

‘(B) students in such public school or pro-
gram (as the case may be) will be subject to
the same academic standards and assess-
ments as other students educated by the
local educational agency,

‘(C) the comprehensive education plan of
such public school or program is approved by
the local educational agency, and

“(D)(i) such public school is located in an
empowerment zone or enterprise community
(including any such zone or community des-
ignated after the date of the enactment of
this section), or

‘‘(ii) there is a reasonable expectation (as
of the date of issuance of the bonds) that at
least 35 percent of the students attending
such school or participating in such program
(as the case may be) will be eligible for free
or reduced-cost lunches under the school
lunch program established under the Na-
tional School Lunch Act.

‘‘(4) QUALIFIED PURPOSE.—The term ‘quali-
fied purpose’ means, with respect to any
qualified zone academy—

““(A) comnstructing, rehabilitating, or re-
pairing the public school facility in which
the academy is established,

‘“(B) acquiring the land on which such fa-
cility is to be constructed with part of the
proceeds of such issue,

“(C) providing equipment for use at such
academy,
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‘(D) developing course materials for edu-
cation to be provided at such academy, and

‘“(E) training teachers and other school
personnel in such academy.

“(b) LIMITATIONS ON AMOUNT OF BONDS
DESIGNATED.—

‘(1) IN GENERAL.—There is a national zone
academy bond limitation for each calendar
year. Such limitation is—

““(A) $400,000,000 for 1998,

“(B) $400,000,000 for 1999,

““(C) $400,000,000 for 2000,

‘(D) $400,000,000 for 2001,

“(E) $1,400,000,000 for 2002,

“(F) $1,400,000,000 for 2003, and

‘(G) except as provided in paragraph (3),
zero after 2003.

““(2) ALLOCATION OF LIMITATION.—

“‘(A) ALLOCATION AMONG STATES.—

“4(1) 1998, 1999, 2000, AND 2001 LIMITATIONS.—
The national zone academy bond limitations
for calendar years 1998, 1999, 2000, and 2001
shall be allocated by the Secretary among
the States on the basis of their respective
populations of individuals below the poverty
line (as defined by the Office of Management
and Budget).

““(i1) LIMITATION AFTER 2001.—The national
zone academy bond limitation for any cal-
endar year after 2001 shall be allocated by
the Secretary among the States in propor-
tion to the respective amounts each such
State received for Basic Grants under sub-
part 2 of part A of title I of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 6331 et seq.) for the most recent fiscal
year ending before such calendar year.

“(B) ALLOCATION TO LOCAL EDUCATIONAL
AGENCIES.—The limitation amount allocated
to a State under subparagraph (A) shall be
allocated by the State to qualified zone
academies within such State.

“(C) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (a) with respect to any qualified zone
academy shall not exceed the limitation
amount allocated to such academy under
subparagraph (B) for such calendar year.

¢“(3) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

‘“(A) the limitation amount under this sub-
section for any State, exceeds

‘(B) the amount of bonds issued during
such year which are designated under sub-
section (a) (or the corresponding provisions
of prior law) with respect to qualified zone
academies within such State,
the limitation amount under this subsection
for such State for the following calendar
year shall be increased by the amount of
such excess.”.

(b) REPORTING.—Subsection (d) of section
6049 (relating to returns regarding payments
of interest) is amended by adding at the end
the following new paragraph:

‘(8) REPORTING OF CREDIT ON QUALIFIED
PUBLIC SCHOOL MODERNIZATION BONDS.—

‘“(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 1400K(f) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 1400K(d)(2)).

‘“(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection
(b)(4) of this section shall be applied without
regard to subparagraphs (A), (H), (1), (J), (K),
and (L)@{).

“(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”.
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(c) CONFORMING AMENDMENTS.—

(1) Subchapter U of chapter 1 is amended
by striking part IV, by redesignating part V
as part IV, and by redesignating section
1397F as section 1397E.

(2) The table of subchapters for chapter 1 is
amended by adding at the end the following
new item:

‘““Subchapter Y. Public school modernization
provisions.”’.

(3) The table of parts of subchapter U of
chapter 1 is amended by striking the last 2
items and inserting the following item:

“Part IV. Regulations.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to obliga-
tions issued after December 31, 2001.

(2) REPEAL OF RESTRICTION ON ZONE ACAD-
EMY BOND HOLDERS.—In the case of bonds to
which section 1397E of the Internal Revenue
Code of 1986 (as in effect before the date of
the enactment of this Act) applies, the limi-
tation of such section to eligible taxpayers
(as defined in subsection (d)(6) of such sec-
tion) shall not apply after the date of the en-
actment of this Act.

SEC.  02. APPLICATION OF CERTAIN LABOR
STANDARDS ON CONSTRUCTION
PROJECTS FINANCED UNDER PUB-
LIC SCHOOL MODERNIZATION PRO-
GRAM.

Section 439 of the General Education Pro-
visions Act (relating to labor standards) is
amended—

(1) by inserting ‘‘(a)”’ before ‘‘All laborers
and mechanics”’, and

(2) by adding at the end the following:

“(b)(1) For purposes of this section, the
term ‘applicable program’ also includes the
qualified zone academy bond provisions en-
acted by section 226 of the Taxpayer Relief
Act of 1997 and the program established by
section 01 of the Restoring Earnings To
Lift Individuals and Empower Families (RE-
LIEF) Act of 2001.

‘“(2) A State or local government partici-
pating in a program described in paragraph
(1) shall—

‘‘(A) in the awarding of contracts, give pri-
ority to contractors with substantial num-
bers of employees residing in the local edu-
cation area to be served by the school being
constructed; and

‘(B) include in the construction contract
for such school a requirement that the con-
tractor give priority in hiring new workers
to individuals residing in such local edu-
cation area.

‘“(3) In the case of a program described in
paragraph (1), nothing in this subsection or
subsection (a) shall be construed to deny any
tax credit allowed under such program. If
amounts are required to be withheld from
contractors to pay wages to which workers
are entitled, such amounts shall be treated
as expended for construction purposes in de-
termining whether the requirements of such
program are met.”’.

SEC. 03. EMPLOYMENT AND TRAINING ACTIVI-
TIES RELATING TO CONSTRUCTION
OR RECONSTRUCTION OF PUBLIC
SCHOOL FACILITIES.

(a) IN GENERAL.—Section 134 of the Work-
force Investment Act of 1998 (29 U.S.C. 2864)
is amended by adding at the end the fol-
lowing:

“(f) LOCAL EMPLOYMENT AND TRAINING AC-
TIVITIES RELATING TO CONSTRUCTION OR RE-
CONSTRUCTION OF PUBLIC SCHOOL FACILI-
TIES.—

‘(1) IN GENERAL.—In order to provide train-
ing services related to construction or recon-
struction of public school facilities receiving
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funding assistance under an applicable pro-
gram, each State shall establish a special-
ized program of training meeting the fol-
lowing requirements:

‘““(A) The specialized program provides
training for jobs in the construction indus-
try.

‘“(B) The program provides trained workers
for projects for the construction or recon-
struction of public school facilities receiving
funding assistance under an applicable pro-
gram.

‘“(C) The program ensures that skilled
workers (residing in the area to be served by
the school facilities) will be available for the
construction or reconstruction work.

‘“(2) COORDINATION.—The specialized pro-
gram established under paragraph (1) shall
be integrated with other activities under
this Act, with the activities carried out
under the National Apprenticeship Act of
1937 by the State Apprenticeship Council or
through the Bureau of Apprenticeship and
Training in the Department of Labor, as ap-
propriate, and with activities carried out
under the Carl D. Perkins Vocational and
Technical Education Act of 1998. Nothing in
this subsection shall be construed to require
services duplicative of those referred to in
the preceding sentence.

‘“(3) APPLICABLE PROGRAM.—In this sub-
section, the term ‘applicable program’ has
the meaning given the term in section 439(b)
of the General Education Provisions Act (re-
lating to labor standards).”.

(b) STATE PLAN.—Section 112(b)(17)(A) of
the Workforce Investment Act of 1998 (29
U.S.C. 2822(b)(17)(A)) is amended—

(1) in clause (iii), by striking ‘‘and” at the
end;

(2) by redesignating clause (iv) as clause
(v); and

(3) by inserting after clause (iii) the fol-
lowing:

‘“(iv) how the State will establish and
carry out a specialized program of training
under section 134(f); and”’.

Subtitle B—Indian School Construction Act
SEC.  11. INDIAN SCHOOL CONSTRUCTION.

(a) DEFINITIONS.—In this section:

(1) BUREAU.—The term ‘‘Bureau’ means
the Bureau of Indian Affairs of the Depart-
ment of the Interior.

(2) INDIAN.—The term ‘‘Indian’ means any
individual who is a member of a tribe.

(3) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of the Interior.

(4) TRIBAL SCHOOL.—The term ‘‘tribal
school”” means an elementary school, sec-
ondary school, or dormitory that is operated
by a tribal organization or the Bureau for
the education of Indian children and that re-
ceives financial assistance for its operation
under an appropriation for the Bureau under
section 102, 103(a), or 208 of the Indian Self-
Determination and Education Assistance Act
(25 U.S.C. 450f, 450h(a), and 458d) or under the
Tribally Controlled Schools Act of 1988 (25
U.S.C. 2501 et seq.) under a contract, a grant,
or an agreement, or for a Bureau-operated
school.

(5) TRIBE.—The term ‘‘tribe’’ has the mean-
ing given the term ‘‘Indian tribal govern-
ment”’ by section 7701(a)(40) of the Internal
Revenue Code of 1986, including the applica-
tion of section 7871(d) of such Code. Such
term includes any consortium of tribes ap-
proved by the Secretary.

(b) ISSUANCE OF BONDS.—

(1) IN GENERAL.—The Secretary shall estab-
lish a pilot program under which eligible
tribes have the authority to issue qualified
tribal school modernization bonds to provide
funding for the construction, rehabilitation,
or repair of tribal schools, including the ad-
vance planning and design thereof.

(2) ELIGIBILITY.—
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(A) IN GENERAL.—To be eligible to issue
any qualified tribal school modernization
bond under the program under paragraph (1),
a tribe shall—

(i) prepare and submit to the Secretary a
plan of construction that meets the require-
ments of subparagraph (B);

(ii) provide for quarterly and final inspec-
tion of the project by the Bureau; and

(iii) pledge that the facilities financed by
such bond will be used primarily for elemen-
tary and secondary educational purposes for
not less than the period such bond remains
outstanding.

(B) PLAN OF CONSTRUCTION.—A plan of con-
struction meets the requirements of this
subparagraph if such plan—

(i) contains a description of the construc-
tion to be undertaken with funding provided
under a qualified tribal school modernization
bond;

(ii) demonstrates that a comprehensive
survey has been undertaken concerning the
construction needs of the tribal school in-
volved;

(iii) contains assurances that funding
under the bond will be used only for the ac-
tivities described in the plan;

(iv) contains response to the evaluation
criteria contained in Instructions and Appli-
cation for Replacement School Construction,
Revision 6, dated February 6, 1999; and

(v) contains any other reasonable and re-
lated information determined appropriate by
the Secretary.

(C) PRIORITY.—In determining whether a
tribe is eligible to participate in the program
under this subsection, the Secretary shall
give priority to tribes that, as demonstrated
by the relevant plans of construction, will
fund projects—

(i) described in the Education Facilities
Replacement Construction Priorities List as
of F'Y 2000 of the Bureau of Indian Affairs (65
Fed. Reg. 4623-4624);

(ii) described in any subsequent priorities
list published in the Federal Register; or

(iii) which meet the criteria for ranking
schools as described in Instructions and Ap-
plication for Replacement School Construc-
tion, Revision 6, dated February 6, 1999.

(D) ADVANCE PLANNING AND DESIGN FUND-
ING.—A tribe may propose in its plan of con-
struction to receive advance planning and
design funding from the tribal school mod-
ernization escrow account established under
paragraph (6)(B). Before advance planning
and design funds are allocated from the es-
crow account, the tribe shall agree to issue
qualified tribal school modernization bonds
after the receipt of such funds and agree as
a condition of each bond issuance that the
tribe will deposit into such account or a fund
managed by the trustee as described in para-
graph (4)(C) an amount equal to the amount
of such funds received from the escrow ac-
count.

(3) PERMISSIBLE ACTIVITIES.—In addition to
the use of funds permitted under paragraph
(1), a tribe may use amounts received
through the issuance of a qualified tribal
school modernization bond to—

(A) enter into and make payments under
contracts with licensed and bonded archi-
tects, engineers, and construction firms in
order to determine the needs of the tribal
school and for the design and engineering of
the school;

(B) enter into and make payments under
contracts with financial advisors, under-
writers, attorneys, trustees, and other pro-
fessionals who would be able to provide as-
sistance to the tribe in issuing bonds; and

(C) carry out other activities determined
appropriate by the Secretary.

(4) BOND TRUSTEE.—

(A) IN GENERAL.—Notwithstanding any
other provision of law, any qualified tribal
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school modernization bond issued by a tribe
under this subsection shall be subject to a
trust agreement between the tribe and a
trustee.

(B) TRUSTEE.—Any bank or trust company
that meets requirements established by the
Secretary may be designated as a trustee
under subparagraph (A).

(C) CONTENT OF TRUST AGREEMENT.—A trust
agreement entered into by a tribe under this
paragraph shall specify that the trustee,
with respect to any bond issued under this
subsection shall—

(i) act as a repository for the proceeds of
the bond;

(ii) make payments to bondholders;

(iii) receive, as a condition to the issuance
of such bond, a transfer of funds from the
tribal school modernization escrow account
established under paragraph (6)(B) or from
other funds furnished by or on behalf of the
tribe in an amount, which together with in-
terest earnings from the investment of such
funds in obligations of or fully guaranteed by
the United States or from other investments
authorized by paragraph (10), will produce
moneys sufficient to timely pay in full the
entire principal amount of such bond on the
stated maturity date therefor;

(iv) invest the funds received pursuant to
clause (iii) as provided by such clause; and

(v) hold and invest the funds in a seg-
regated fund or account under the agree-
ment, which fund or account shall be applied
solely to the payment of the costs of items
described in paragraph (3).

(D) REQUIREMENTS FOR MAKING DIRECT PAY-
MENTS.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, the trustee shall
make any payment referred to in subpara-
graph (C)(v) in accordance with requirements
that the tribe shall prescribe in the trust
agreement entered into under subparagraph
(C). Before making a payment to a con-
tractor under subparagraph (C)(v), the trust-
ee shall require an inspection of the project
by a local financial institution or an inde-
pendent inspecting architect or engineer, to
ensure the completion of the project.

(ii) CONTRACTS.—Each contract referred to
in paragraph (3) shall specify, or be renegoti-
ated to specify, that payments under the
contract shall be made in accordance with
this paragraph.

(56) PAYMENTS OF PRINCIPAL AND INTEREST.—

(A) PRINCIPAL.—No principal payments on
any qualified tribal school modernization
bond shall be required until the final, stated
maturity of such bond, which stated matu-
rity shall be within 15 years from the date of
issuance. Upon the expiration of such period,
the entire outstanding principal under the
bond shall become due and payable.

(B) INTEREST.—In lieu of interest on a
qualified tribal school modernization bond
there shall be awarded a tax credit under
section 1400K of the Internal Revenue Code
of 1986.

(6) BOND GUARANTEES.—

(A) IN GENERAL.—Payment of the principal
portion of a qualified tribal school mod-
ernization bond issued under this subsection
shall be guaranteed solely by amounts depos-
ited with each respective bond trustee as de-
scribed in paragraph (4)(C)(iii).

(B) ESTABLISHMENT OF ACCOUNT.—

(i) IN GENERAL.—Notwithstanding any
other provision of law, beginning in fiscal
year 2002, from amounts made available for
school replacement under the construction
account of the Bureau, the Secretary is au-
thorized to deposit not more than $30,000,000
each fiscal year into a tribal school mod-
ernization escrow account.
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(ii) PAYMENTS.—The Secretary shall use
any amounts deposited in the escrow ac-
count under clauses (i) and (iii) to make pay-
ments to trustees appointed and acting pur-
suant to paragraph (4) or to make payments
described in paragraph (2)(D).

(iii) TRANSFERS OF EXCESS PROCEEDS.—Ex-
cess proceeds held under any trust agree-
ment that are not needed for any of the pur-
poses described in clauses (iii) and (v) of
paragraph (4)(C) shall be transferred, from
time to time, by the trustee for deposit into
the tribal school modernization escrow ac-
count.

(7) LIMITATIONS.—

(A) OBLIGATION TO REPAY.—Notwith-
standing any other provision of law, the
principal amount on any qualified tribal
school modernization bond issued under this
subsection shall be repaid only to the extent
of any escrowed funds furnished under para-
graph (4)(C)(iii). No qualified tribal school
modernization bond issued by a tribe shall be
an obligation of, nor shall payment of the
principal thereof be guaranteed by, the
United States, the tribes, nor their schools.

(B) LAND AND FACILITIES.—Any land or fa-
cilities purchased or improved with amounts
derived from qualified tribal school mod-
ernization bonds issued under this subsection
shall not be mortgaged or used as collateral
for such bonds.

(8) SALE OF BONDS.—Qualified tribal school
modernization bonds may be sold at a pur-
chase price equal to, in excess of, or at a dis-
count from the par amount thereof.

(9) TREATMENT OF TRUST AGREEMENT EARN-
INGS.—Any amounts earned through the in-
vestment of funds under the control of a
trustee under any trust agreement described
in paragraph (4) shall not be subject to Fed-
eral income tax.

(10) INVESTMENT OF SINKING FUNDS.—Any
sinking fund established for the purpose of
the payment of principal on a qualified trib-
al school modernization bond shall be in-
vested in obligations issued by or guaranteed
by the United States or in such other assets
as the Secretary of the Treasury may by reg-
ulation allow.

(c) EXPANSION OF INCENTIVES FOR TRIBAL
ScHOOLS.—Chapter 1, as amended by section
01, is amended by adding at the end the
following new subchapter:

“Subchapter Z—Tribal School Modernization

Provisions
‘““Sec. 1400N. Credit to holders of qualified
tribal school modernization
bonds.

“SEC. 1400N. CREDIT TO HOLDERS OF QUALIFIED
TRIBAL SCHOOL MODERNIZATION
BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified tribal
school modernization bond on a credit allow-
ance date of such bond which occurs during
the taxable year, there shall be allowed as a
credit against the tax imposed by this chap-
ter for such taxable year an amount equal to
the sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified tribal school modernization bond is
25 percent of the annual credit determined
with respect to such bond.

‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified tribal
school modernization bond is the product
of—

‘“(A) the applicable credit rate, multiplied
by

‘“(B) the outstanding face amount of the
bond.
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‘(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (1), the applicable credit
rate with respect to an issue is the rate
equal to an average market yield (as of the
date of sale of the issue) on outstanding
long-term corporate obligations (as deter-
mined by the Secretary).

‘“(4) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

“(c) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) IN GENERAL.—The credit allowed under
subsection (a) for any taxable year shall not
exceed the excess of—

““(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘“(B) the sum of the credits allowable under
part IV of subchapter A (other than subpart
C thereof, relating to refundable credits).

‘“(2) CARRYOVER OF UNUSED CREDIT.—If the
credit allowable under subsection (a) exceeds
the limitation imposed by paragraph (1) for
such taxable year, such excess shall be car-
ried to the succeeding taxable year and
added to the credit allowable under sub-
section (a) for such taxable year.

“(d) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND; OTHER DEFINITIONS.—For pur-
poses of this section—

(1) QUALIFIED TRIBAL SCHOOL MODERNIZA-
TION BOND.—

“(A) IN GENERAL.—The term ‘qualified trib-
al school modernization bond’ means, subject
to subparagraph (B), any bond issued as part
of an issue under section  01(c) of the Re-
storing Earnings To Lift Individuals and Em-
power Families (RELIEF) Act of 2001, as in
effect on the date of the enactment of this
section, if—

‘(i) 95 percent or more of the proceeds of
such issue are to be used for the construc-
tion, rehabilitation, or repair of a school fa-
cility funded by the Bureau of Indian Affairs
of the Department of the Interior or for the
acquisition of land on which such a facility
is to be constructed with part of the proceeds
of such issue,

‘“(ii) the bond is issued by a tribe,

‘“(iii) the issuer designates such bond for
purposes of this section, and

‘“(iv) the term of each bond which is part of
such issue does not exceed 15 years.

“(B) NATIONAL LIMITATION ON AMOUNT OF
BONDS DESIGNATED.—

‘‘(i) NATIONAL LIMITATION.—There is a na-
tional qualified tribal school modernization
bond limitation for each calendar year. Such
limitation is—

““(I) $200,000,000 for 2002,

““(IT) $200,000,000 for 2003, and

‘“(I11) zero after 2004.

¢“(i1) ALLOCATION OF LIMITATION.—The na-
tional qualified tribal school modernization
bond limitation shall be allocated to tribes
by the Secretary of the Interior subject to
the provisions of section  01(c) of the Re-
storing Earnings To Lift Individuals and Em-
power Families (RELIEF) Act of 2001, as in
effect on the date of the enactment of this
section.

¢‘(i1i) DESIGNATION SUBJECT TO LIMITATION
AMOUNT.—The maximum aggregate face
amount of bonds issued during any calendar
year which may be designated under sub-
section (d)(1) with respect to any tribe shall
not exceed the limitation amount allocated
to such government under clause (ii) for such
calendar year.
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‘‘(iv) CARRYOVER OF UNUSED LIMITATION.—If
for any calendar year—

“(I) the limitation amount under this sub-
paragraph, exceeds

‘“(IT) the amount of qualified tribal school
modernization bonds issued during such
year,
the limitation amount under this subpara-
graph for the following calendar year shall
be increased by the amount of such excess.
The preceding sentence shall not apply if
such following calendar year is after 2010.

‘(2) CREDIT ALLOWANCE DATE.—The term
‘credit allowance date’ means—

“(A) March 15,

“(B) June 15,

“(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘(3) BoND.—The term ‘bond’ includes any
obligation.

‘“(4) TRIBE.—The term ‘tribe’ has the mean-
ing given the term ‘Indian tribal govern-
ment’ by section 7701(a)(40), including the ap-
plication of section 7871(d). Such term in-
cludes any consortium of tribes approved by
the Secretary of the Interior.

‘“(e) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

“(f) BoNDS HELD BY REGULATED INVEST-
MENT COMPANIES.—If any qualified tribal
school modernization bond is held by a regu-
lated investment company, the credit deter-
mined under subsection (a) shall be allowed
to shareholders of such company under pro-
cedures prescribed by the Secretary.

‘(g) CREDITS MAY BE STRIPPED.—Under
regulations prescribed by the Secretary—

‘(1) IN GENERAL.—There may be a separa-
tion (including at issuance) of the ownership
of a qualified tribal school modernization
bond and the entitlement to the credit under
this section with respect to such bond. In
case of any such separation, the credit under
this section shall be allowed to the person
who on the credit allowance date holds the
instrument evidencing the entitlement to
the credit and not to the holder of the bond.

¢(2) CERTAIN RULES TO APPLY.—In the case
of a separation described in paragraph (1),
the rules of section 1286 shall apply to the
qualified tribal school modernization bond as
if it were a stripped bond and to the credit
under this section as if it were a stripped
coupon.

“(h) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654
and 6655, the credit allowed by this section
to a taxpayer by reason of holding a quali-
fied tribal school modernization bonds on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.

‘(1) CREDIT MAY BE TRANSFERRED.—Noth-
ing in any law or rule of law shall be con-
strued to limit the transferability of the
credit allowed by this section through sale
and repurchase agreements.

“(j) CREDIT TREATED AS ALLOWED UNDER
PART IV OF SUBCHAPTER A.—For purposes of
subtitle F, the credit allowed by this section
shall be treated as a credit allowable under
part IV of subchapter A of this chapter.

‘“(k) REPORTING.—Issuers of qualified tribal
school modernization bonds shall submit re-
ports similar to the reports required under
section 149(e).”.

(d) REPORTING.—Subsection (d) of section
6049 (relating to returns regarding payments
of interest), as amended by section 01, is
amended by adding at the end the following
new paragraph:
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‘“(9) REPORTING OF CREDIT ON QUALIFIED
TRIBAL SCHOOL MODERNIZATION BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 1400N(e) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 1400N(d)(2)).

‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A) of this paragraph, subsection
(b)(4) of this section shall be applied without
regard to subparagraphs (A), (H), (1), (J), (K),
and (L)(@).

‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”’.

(e) CONFORMING AMENDMENTS.—The table
of subchapters for chapter 1, as amended by
section 01, is amended by adding at the
end the following new item:

“Subchapter Z. Tribal school modernization
provisions.”.

(f) ADDITIONAL PROVISIONS.—

(1) SOVEREIGN IMMUNITY.—This section and
the amendments made by this section shall
not be construed to impact, limit, or affect
the sovereign immunity of the Federal Gov-
ernment or any State or tribal government.

(2) APPLICATION.—This section and the
amendments made by this section shall take
effect on the date of the enactment of this
Act with respect to bonds issued after De-
cember 31, 2001, regardless of the status of
regulations promulgated thereunder.

Subtitle C—Compliance With Congressional
Budget Act
SEC. 31. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

SA 732. Mr. CAMPBELL submitted
an amendment intended to be proposed
to amendment SA 440 submitted by Mr.
CAMPBELL and intended to be proposed
to the bill (S. 1) to extend programs
and activities under the Elementary
and Secondary Education Act of 1965;
which was ordered to lie on the table;
as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . SENIOR OPPORTUNITIES.

(a) TWENTY-FIRST CENTURY COMMUNITY
LEARNING CENTERS.—Section 1609(a)(2) (as
amended in section 151) is further amended—

(1) in subparagraph (G), by striking ‘‘and”
after the semicolon;

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

(3) by adding at the end the following:

‘(1) if the organization plans to use seniors
as volunteers in activities carried out
through the center, a description of how the
organization will encourage and use appro-
priately qualified seniors to serve as the vol-
unteers.””.

(b) SAFE AND DRUG-FREE SCHOOLS AND COM-
MUNITIES; GOVERNOR’S PROGRAMS.—Section
4114(d) (as amended in section 401) is further
amended—

(1) in paragraph (14), by striking ‘‘and”
after the semicolon;

(2) in paragraph (15), by striking the period
and inserting *‘; and’’; and

(3) by adding at the end the following:

‘(16) drug and violence prevention activi-
ties that use the services of appropriately
qualified seniors.”.
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(c) SAFE AND DRUG-FREE SCHOOLS AND COM-
MUNITIES; LOCAL DRUG AND VIOLENCE PRE-
VENTION PROGRAMS.—Section 4116(b) (as
amended in section 401) is further amended—

(1) in paragraph (2)—

(A) in the matter preceding subparagraph
(A), by inserting ‘‘(including mentoring by
appropriately qualified seniors)’’ after ‘‘men-
toring’’; and

(B) in subparagraph (C)—

(i) in clause (i), by striking ‘‘and’’ after the
semicolon;

(ii) in clause (ii), by inserting ‘‘and” after
the semicolon; and

(iii) by adding at the end the following:

‘‘(iii) drug and violence prevention activi-
ties that use the services of appropriately
qualified seniors;’’;

(2) in paragraph (4)(C), by inserting ‘‘(in-
cluding mentoring by appropriately qualified
seniors)’”’ after ‘“‘mentoring programs’’; and

(3) in paragraph (8), by inserting ‘‘, which
may involve appropriately qualified seniors
working with students’ after ‘‘settings’’.

(d) SAFE AND DRUG-FREE SCHOOLS AND COM-
MUNITIES; FEDERAL  ACTIVITIES.—Section
4121(a) (as amended in section 401) is further
amended—

(1) in paragraph (10), by inserting ¢, includ-
ing projects and activities that promote the
interaction of youth and appropriately quali-
fied seniors’ after ‘‘responsibility’’; and

(2) in paragraph (13), by inserting ‘¢, includ-
ing activities that integrate appropriately
qualified seniors in activities’ after ‘‘title”’.

(e) INDIAN, NATIVE HAWAIIAN, AND ALASKA
NATIVE EDUCATION; FORMULA GRANTS.—Sec-
tion 7115(b) (as amended in section 701) is fur-
ther amended—

(1) in paragraph (10), by striking ‘‘and”’
after the semicolon;

(2) in paragraph (11), by striking the period
and inserting ‘‘; and’’; and

(3) by adding at the end the following:

‘“(12) activities that recognize and support
the unique cultural and educational needs of
Indian children, and incorporate appro-
priately qualified tribal elders and seniors.”.

(f) INDIAN, NATIVE HAWAIIAN, AND ALASKA
NATIVE EDUCATION; SPECIAL PROGRAMS AND
PROJECTS.—Section 7121(c)(1) (as amended in
section 701) is further amended—

(1) in subparagraph (K), by striking ‘‘or”’
after the semicolon;

(2) in subparagraph (L), by striking ‘(L))"
and inserting ““(M)”’; and

(3) by inserting after subparagraph (K) the
following:

‘(L) activities that recognize and support
the unique cultural and educational needs of
Indian children, and incorporate appro-
priately qualified tribal elders and seniors;
or’.

(g) INDIAN, NATIVE HAWAIIAN, AND ALASKA
NATIVE EDUCATION; PROFESSIONAL DEVELOP-
MENT.—The second sentence of section
7122(d)(1) (as amended in section 701) is fur-
ther amended by striking the period and in-
serting ‘‘, and may include programs de-
signed to train tribal elders and seniors.”.

(h) INDIAN, NATIVE HAWAIIAN, AND ALASKA
NATIVE EDUCATION; NATIVE HAWAIIAN PRO-
GRAMS.—Section 7205(a)(3)(H) (as amended in
section 701) is further amended—

(1) in clause (ii), by striking ‘‘and’ after
the semicolon;

(2) in clause (iii), by inserting ‘‘and’ at the
end; and

(3) by adding at the end the following:

‘‘(iv) programs that recognize and support
the unique cultural and educational needs of
Native Hawaiian children, and incorporate
appropriately qualified Native Hawaiian el-
ders and seniors;’’.

(i) INDIAN, NATIVE HAWAIIAN, AND ALASKA
NATIVE EDUCATION; ALASKA NATIVE PRO-
GRAMS.—Section 7304(a)(2)(F) (as amended in
section 701) is further amended—
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(1) in clause (i), by striking ‘“‘and’’ after the
semicolon;

(2) in clause (ii), by inserting ‘‘and” after
the semicolon; and

(3) by adding at the end the following:

‘‘(iii) may include activities that recognize
and support the unique cultural and edu-
cational needs of Alaskan Native children,
and incorporate appropriately qualified Alas-
kan Native elders and seniors;”.

SA 733. Mr. DURBIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, insert the fol-
lowing:

SEC. . CREDIT FOR EMPLOYEE HEALTH IN-
SURANCE EXPENSES.

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

“SEC. 45G. EMPLOYEE HEALTH INSURANCE EX-
PENSES.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of a small employer, the
employee health insurance expenses credit
determined under this section is an amount
equal to the applicable percentage of the
amount paid by the taxpayer during the tax-
able year for qualified employee health in-
surance expenses of each qualified employee.

‘“(b) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (a)—

‘(1) IN GENERAL.—Except as provided in
paragraphs (2), (3), and (4), the applicable
percentage is equal to—

“‘(A) 25 percent in the case of self-only cov-
erage, and

‘“(B) 35 percent in the case of family cov-
erage (as defined in section 220(c)(5)).

¢“(2) COVERAGE FOR FIRST 3 YEARS.—

‘‘(A) IN GENERAL.—In the case of the first 3
successive years of health insurance cov-
erage for qualified employees by a small em-
ployer, beginning with the first year cov-
erage, paragraph (1) shall be applied by sub-
stituting for ‘25 percent’ and ‘35 percent’, re-
spectively, the following percentages:

Self-only coverage
percentage is:

Family coverage

In the case of: percentage is:

First year coverage ......... 60 70
Second year coverage ... 50 60
Third year coverage ... 40 50

‘“(B) FIRST YEAR COVERAGE.—For purposes
of subparagraph (A), the term ‘first year cov-
erage’ means the first taxable year in which
the small employer pays qualified employee
health insurance expenses but only if such
small employer did not provide health insur-
ance coverage for any qualified employee
during the 2 taxable years immediately pre-
ceding the taxable year.

““(3) HIGH PARTICIPATION BONUS.—

““(A) IN GENERAL.—With respect to any tax-
able year during which a small employer
pays qualified employee health insurance ex-
penses for the applicable coverage percent-
age of the eligible qualified employees of the
small employer, the applicable percentage
otherwise determined for such taxable year
under paragraph (1) or (2) shall be increased
by the applicable percentage points.

‘“(B) APPLICABLE COVERAGE PERCENTAGE;
APPLICABLE PERCENTAGE POINTS.—For pur-
poses of subparagraph (A), the coverage per-
centage and applicable percentage points
shall be determined under the following
table:
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“Applicable coverage Applicable
percentage: Percentage points:
More than 70 but not more than 80 10
More than 80 but not more than 90 15
More than 90 .......cccceevviiiiiiiiiiiniinnnnn. 20.

“(C) ELIGIBLE QUALIFIED EMPLOYEE.—For
purposes of subparagraph (A), the term ‘eli-
gible qualified employee’ means any quali-
fied employee who is not provided health in-
surance coverage during the taxable year
under—

‘(i) a health plan of the employee’s spouse,

“(ii) title XVIII, XIX, or XXI of the Social
Security Act,

¢“(iii) chapter 17 of title 38, United States
Code,

‘‘(iv) chapter 55 of title 10, United States
Code,

‘“(v) chapter 89 of title 5, United States
Code,

‘‘(vi) the Indian Health Care Improvement
Act, or

‘‘(vii) any other provision of law.

“‘(4) LIMITATION BASED ON WAGES.—

‘““(A) IN GENERAL.—The percentage which
would (but for this paragraph) be taken into
account as the applicable percentage for pur-
poses of subsection (a) for the taxable year
shall be reduced (but not below zero) by the
percentage determined under subparagraph
(B).

‘‘(B) AMOUNT OF REDUCTION.—The percent-
age determined under this subparagraph is
the percentage which bears the same ratio to
the percentage which would be so taken into
account as—

‘(i) the excess of—

‘(I the qualified employee’s wages at an
annual rate during such taxable year, over

““(IT) $20,000, bears to

(i) $5,000.

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

‘(1) SMALL EMPLOYER.—

‘““(A) IN GENERAL.—The term ‘small em-
ployer’ means, with respect to any calendar
year, any employer if such employer em-
ployed an average of 25 or fewer employees
on business days during either of the 2 pre-
ceding calendar years. For purposes of the
preceding sentence, a preceding calendar
year may be taken into account only if the
employer was in existence throughout such
year.

‘(B) EMPLOYERS NOT IN EXISTENCE IN PRE-
CEDING YEAR.—In the case of an employer
which was not in existence throughout the
1st preceding calendar year, the determina-
tion under subparagraph (A) shall be based
on the average number of employees that it
is reasonably expected such employer will
employ on business days in the current cal-
endar year.

‘“(2) QUALIFIED EMPLOYEE HEALTH INSUR-
ANCE EXPENSES.—

“‘(A) IN GENERAL.—The term ‘qualified em-
ployee health insurance expenses’ means any
amount paid by an employer for health in-
surance coverage to the extent such amount
is attributable to coverage provided to any
employee while such employee is a qualified
employee.

‘(B) EXCEPTION FOR AMOUNTS PAID UNDER
SALARY REDUCTION ARRANGEMENTS.—No
amount paid or incurred for health insurance
coverage pursuant to a salary reduction ar-
rangement shall be taken into account under
subparagraph (A).

‘“(C) HEALTH INSURANCE COVERAGE.—The

term ‘health insurance coverage’ has the
meaning given such term by section
9832(b)(1).

*“(3) QUALIFIED EMPLOYEE.—

‘“‘(A) IN GENERAL.—The term ‘qualified em-
ployee’ means, with respect to any period, an
employee of an employer if the total amount
of wages paid or incurred by such employer
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to such employee at an annual rate during
the taxable year exceeds $5,000 but does not
exceed $25,000.

‘“(B) TREATMENT OF CERTAIN EMPLOYEES.—
For purposes of subparagraph (A), the term
‘employee’—

‘(i) shall not include an employee within
the meaning of section 401(c)(1), and

‘‘(ii) shall include a leased employee within
the meaning of section 414(n).

‘(C) WAGES.—The term ‘wages’ has the
meaning given such term by section 3121(a)
(determined without regard to any dollar
limitation contained in such section).

(D) INFLATION ADJUSTMENT.—

‘(i) IN GENERAL.—In the case of any tax-
able year beginning in a calendar year after
2001, the $30,000 amount contained in sub-
paragraph (A) shall be increased by an
amount equal to—

‘() such dollar amount, multiplied by

‘“(IT) the cost-of-living adjustment under
section 1(f)(3) for the calendar year in which
the taxable year begins, determined by sub-
stituting ‘calendar year 2000’ for ‘calendar
year 1992’ in subparagraph (B) thereof.

‘“(ii) ROUNDING.—If any increase deter-
mined under clause (i) is not a multiple of
$100, such amount shall be rounded to the
nearest multiple of $100.

¢(d) CERTAIN RULES MADE APPLICABLE.—For
purposes of this section, rules similar to the
rules of section 52 shall apply.

‘“(e) DENIAL OF DOUBLE BENEFIT.—No de-
duction or credit under any other provision
of this chapter shall be allowed for the
amount of the credit with respect to quali-
fied employee health insurance expenses
taken into account under subsection (a).”.

(b) CREDIT TO BE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit), as amended by
this Act, 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:

‘(16) the employee health insurance ex-
penses credit determined under section
45G.”.

(c) No CARRYBACKS.—Subsection (d) of sec-
tion 39 (relating to carryback and
carryforward of unused credits), as amended
by this Act, is amended by adding at the end
the following:

€“(12) NO CARRYBACK OF SECTION 45G CREDIT
BEFORE EFFECTIVE DATE.—No portion of the
unused business credit for any taxable year
which is attributable to the employee health
insurance expenses credit determined under
section 456G may be carried back to a taxable
year ending before the date of the enactment
of section 45G.”".

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this
Act, is amended by adding at the end the fol-
lowing:

‘““Sec. 45G. Employee health insurance ex-
penses.”’.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred in taxable years beginning
after December 31, 2001.

On page 9, between lines 11 and 12, strike
the table and insert the following:

The corresponding percentages shall be

“In the case of taxable substituted for the following percentages:

years beginning during cal-

endar year: 2% 31% 6%  396%
2002 ... 21%  30%  35%  39.2%
2003 27% 30% 35% 39.3%
2004 27% 30% 35% 39.3%
2005 26%  29%  34%  386%
2006 26% 29% 34% 38.6%
2007 ... 25% 28% 33% 38.6%
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The corresponding percentages shall be
substituted for the following percentages:

“In the case of taxable
years beginning during cal-

endar year: 28% 31% 36%  396%
2008 .. 25% 28% 33% 38.6%
2009 .. 25%  28%  33%  386%
2010 v 25% 28% 33% 38.6%
2011 and thereafter ...... 25% 28% 33% 38.6%

SA 734. Mr. GRAHAM submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 55, strike line 8 and insert the fol-
lowing: 529(c)(1), or 530(d)(2). For purposes of
the preceding sentence, the amount taken
into account in determining the amount ex-
cluded under section 529(c)(1) shall not in-
clude that portion of the distribution which
represents a return of any contributions to
the plan.

SA 735. Mr. TORRICELLI submitted
an amendment intended to be proposed
by him to the bill H.R. 1836, to provide
for reconciliation pursuant to section
104 of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, add the fol-
lowing:

SEC. . DEFINITION OF FAMILY FOR PURPOSES
OF QUALIFIED FAMILY OWNED BUSI-
NESS INTERESTS.

(a) DEFINITION OF FaAMILY.—Section
2057(1)(2) (relating to member of the family)
is amended by inserting before the period °°,
except such term shall include a lineal de-
scendant of a grandparent of the individual
and the spouse of any such lineal descend-
ant’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to estates of
decedents dying after December 31, 2001.

SA 736. Mr. GRAMM proposed an
amendment to the bill H.R. 1836, to
provide for reconciliation pursuant to
section 104 of the concurrent resolution
on the budget for fiscal year 2002; as
follows:

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) MIiD-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 proportion-
ately.”
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‘‘(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.

SA 737. Ms. COLLINS submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the appropriate place, insert the fol-
lowing:

SEC. . CREDIT FOR PURCHASE OF FISHING
SAFETY EQUIPMENT.

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

“SEC. 45G. FISHING SAFETY EQUIPMENT CREDIT.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible taxpayer,
the fishing safety equipment credit deter-
mined under this section for the taxable year
is 75 percent of the amount of qualified fish-
ing safety equipment expenses paid or in-
curred by the taxpayer during the taxable
year.

““(b) LIMITATION ON MAXIMUM CREDIT.—The
credit allowed under subsection (a) with re-
spect to a taxpayer for the taxable year shall
not exceed $1,500.

‘‘(¢c) ELIGIBLE TAXPAYER.—For purposes of
this section, the term ‘eligible taxpayer’
means a taxpayer engaged in a fishing busi-
ness.

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

‘(1) FISHING BUSINESS.—The term ‘fishing
business’ means the conduct of commercial
fishing as defined in section 3 of the Magnu-
son-Stevens Fishery Conservation and Man-
agement Act (16 U.S.C. 1802).”".

*“(2) QUALIFIED FISHING SAFETY EQUIPMENT
EXPENSES.—

“‘(A) IN GENERAL.—The term ‘qualified fish-
ing safety equipment expenses’ means an
amount paid or incurred for fishing safety
equipment for use by the taxpayer in connec-
tion with a fishing business.

“(B) FISHING SAFETY EQUIPMENT.—The term
‘fishing safety equipment’ means—

‘(i) lifesaving equipment required to be
carried by a vessel under section 4502 of title
46, United States Code, and

‘(ii) any maintenance of such equipment
required under such section.

‘‘(e) SPECIAL RULES.—

‘(1 IN GENERAL.—Rules similar to the
rules of subsections (c), (d), and (e) of section
52 shall apply for purposes of this section.

‘“(2) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52 or subsection
(m) or (o) of section 414 shall be treated as
one person for purposes of subsection (a).

‘(f) DENIAL OF DOUBLE BENEFIT.—No de-
duction shall be allowed under this chapter
(other than a credit under this section) for
any amount taken into account in deter-
mining the credit under this section.

‘‘(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section with respect to any equipment, the
basis of such equipment shall be reduced by
the amount of the credit so allowed.”.

(b) LIMITATION ON CARRYBACK.—Section
39(d) (relating to transition rules), as amend-
ed by this Act, is amended by adding at the
end the following new paragraph:

“(12) NO CARRYBACK OF FISHING SAFETY
EQUIPMENT CREDIT BEFORE EFFECTIVE DATE.—
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No portion of the unused business credit for
any taxable year which is attributable to the
fishing safety equipment credit determined
under section 45G may be carried to a tax-
able year ending before the date of the enact-
ment of section 45G.”".

(c) CONFORMING AMENDMENTS.—

(1) Section 38(b) (relating to general busi-
ness credit), as amended by this Act, is
amended by striking ‘“‘plus’” at the end of
paragraph (14), by striking the period at the
end of paragraph (15) and inserting *‘, plus’’,
and by adding at the end the following new
paragraph:

‘“(16) the fishing safety equipment credit
determined under section 45G(a).”.

(2) Subsection (a) of section 1016 is amend-
ed by striking ‘“‘and” at the end of paragraph
(26), by striking the period at the end of
paragraph (27) and inserting ‘‘, and’’, and by
adding at the end the following new para-
graph:

‘(28) in the case of equipment with respect
to which a credit was allowed under section
45G, to the extent provided in section
45G(g).”.

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this
Act, is amended by inserting after the item
relating to section 45F the following new
item:

‘‘Sec. 45G. Fishing safety equipment credit.”.
(e) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable

years beginning after December 31, 2001.

SA 738. Ms. COLLINS submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC. . MODIFICATIONS TO CREDIT FOR ELEC-
TRICITY PRODUCED FROM RENEW-
ABLE RESOURCES.

(a) QUALIFIED FACILITIES INCLUDE ALL BIO-
MASS FACILITIES.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 45(c)(1) (relating to credit for electricity
produced from certain renewable resources)
is amended to read as follows:

“(B) biomass, and”’.

(2) BIOMASS DEFINED.—Paragraph (2) of sec-
tion 45(c) is amended to read as follows:

““(2) BiomAss.—The term ‘biomass’ means—

‘“(A) any organic material from a plant
which is planted exclusively for purposes of
being used at a qualified facility to produce
electricity, or

‘(B) any solid, nonhazardous, cellulosic
waste material which is segregated from
other waste materials and which is derived
from—

‘(i) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber,

‘“(ii) urban sources, including waste pal-
lets, crates, and dunnage, manufacturing and
construction wood wastes (other than pres-
sure-treated, chemically-treated, or painted
wood wastes), and landscape or right-of-way
tree trimmings, but not including unsegre-
gated municipal solid waste (garbage) or
paper which is commonly recycled, or

‘“(iii) agriculture sources, including or-
chard tree crops, vineyard, grain, legumes,
sugar, and other crop by-products or resi-
dues.”.

(b) EXTENSION AND MODIFICATION OF PLACED
IN SERVICE RULES.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 45(c)(3) is amended to read as follows:
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‘“(B) BIOMASS FACILITIES.—In the case of a
facility using biomass to produce electricity,
the term ‘qualified facility’ means, with re-
spect to any month, any facility owned or
leased by the taxpayer which is originally
placed in service before July 1, 2001, if, for
such month, biomass comprises not less than
75 percent (on a Btu basis) of the average
monthly fuel input of the facility for the
taxable year which includes such month.”.

(2) SPECIAL RULES.—Section 45(c)(3) is
amended by adding at the end the following:

‘(D) SPECIAL RULES.—In the case of a
qualified facility described in subparagraph
B)>—

‘(i) the 10-year period referred to in sub-
section (a) shall be treated as beginning not
earlier than the date of the enactment of
this paragraph, and

‘“(ii) subsection (b)(3) shall not apply to
any such facility originally placed in service
before January 1, 1997.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity produced after the date of the enact-
ment of this Act.

SA 739. Ms. COLLINS submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC. . INCREASED EXCLUSION AND OTHER
MODIFICATIONS APPLICABLE TO
QUALIFIED SMALL BUSINESS STOCK.

(a) INCREASED EXCLUSION.—Section 1202(a)
(relating to partial exclusion for gain from
certain small business stock) is amended by
striking ‘60 percent’ each place it appears
and inserting ‘75 percent’’.

(b) REDUCTION IN HOLDING PERIOD.—

(1) IN GENERAL.—Section 1202(a) (relating
to partial exclusion for gain from certain
small business stock) is amended by striking
‘5 years’ and inserting ‘‘3 years’.

(2) CONFORMING AMENDMENTS.—Subsections
(2)(2)(A) and (j)(1)(A) of section 1202 are each
amended by striking ‘‘5 years’ and inserting
‘3 years’’.

(¢) REPEAL OF MINIMUM TAX PREFERENCE.—

(1) IN GENERAL.—Section 57(a) (relating to
items of tax preference) is amended by strik-
ing paragraph (7).

(2) TECHNICAL AMENDMENT.—Section
53(d)(1)(B)({i)(II) is amended by striking °,
(5), and (7)”’ and inserting ‘“‘and (5)’.

(d) OTHER MODIFICATIONS.—

(1) WORKING CAPITAL LIMITATION.—

(A) IN GENERAL.—Section 1202(e)(6) (relat-
ing to working capital) is amended—

(i) in subparagraph (B), by striking ‘2
years’ and inserting ‘56 years’’; and

(ii) by striking ‘2 years’ in the last sen-
tence and inserting ‘56 years’’.

(B) LIMITATION ON ASSETS TREATED AS USED
IN ACTIVE CONDUCT OF BUSINESS.—The second
sentence of section 1202(e)(6) is amended by
inserting ‘‘described in subparagraph (A)”
after ‘‘of the corporation”.

(2) EXCEPTION FROM REDEMPTION RULES
WHERE BUSINESS PURPOSE.—Section 1202(c)(3)
(relating to certain purchases by corporation
of its own stock) is amended by adding at the
end the following:

‘(D) WAIVER WHERE BUSINESS PURPOSE.—A
purchase of stock by the issuing corporation
shall be disregarded for purposes of subpara-
graph (B) if the issuing corporation estab-
lishes that there was a business purpose for
such purchase and one of the principal pur-
poses of the purchase was not to avoid the
limitations of this section.”.
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(e) EXCLUDED QUALIFIED TRADE OR BUSI-
NESS.—Section 1202(e)(3) (relating to quali-
fied trade or business) is amended—

(1) by inserting ‘‘, and is anticipated to
continue to be,” before ‘‘the reputation’ in
subparagraph (A), and

(2) by inserting ‘“‘but not including the
business of raising fish or any business in-
volving biotechnology applications” after
‘“‘trees’ in subparagraph (C).

(f) INCREASE IN CAP ON ELIGIBLE GAIN FOR
JOINT RETURNS.—

(1) IN GENERAL.—Section 1202(b)(1)(A) (re-
lating to per-issuer limitations on taxpayer’s
eligible gain) is amended by inserting
‘($20,000,000 in the case of a joint return)”
after *°$10,000,000"°.

(2) CONFORMING AMENDMENT.—Section
1202(b)(3) is amended by striking subpara-
graph (A) and redesignating subparagraphs
(B) and (C) as subparagraphs (A) and (B), re-
spectively.

(g) DECREASE IN CAPITAL GAINS RATE.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 1(h)(5) (relating to 28-percent gain) is
amended to read as follows:

‘“(A) collectibles gain, over’’.

(2) CONFORMING AMENDMENTS.—

(A) Section 1(h) is amended by striking
paragraph (8).

(B) Paragraph (9) of section 1(h) is amended
by striking ‘¢, gain described in paragraph
(T(A)(@{), and section 1202 gain’’ and inserting
‘“‘and gain described in paragraph (7)(A)({)”.

(h) INCREASE IN ROLLOVER PERIOD FOR
QUALIFIED SMALL BUSINESS STOCK.—Sub-
sections (a)(1) and (b)(3) of section 1045 (re-
lating to rollover of gain from qualified
small business stock to another qualified
small business stock) are each amended by
striking ‘‘60-day’’ and inserting ‘‘180-day’’.

(i) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to stock issued after the
date of the enactment of this Act.

(2) SPECIAL RULE.—The amendments made
by subsections (a) and (d)(1) apply to stock
issued after August 10, 1993.

SA 740. Ms. SNOWE (for herself and
Mrs. LINCOLN) submitted an amend-
ment intended to be proposed by her to
the bill H.R. 1836, to provide for rec-
onciliation pursuant to section 104 of
the concurrent resolution on the budg-
et for fiscal year 2002; which was or-
dered to lie on the table; as follows:

On page 18, between lines 14 and 15, insert
the following:

SEC. 202. REFUNDS DISREGARDED IN THE AD-
MINISTRATION OF FEDERAL PRO-
GRAMS AND FEDERALLY ASSISTED
PROGRAMS.

Any payment considered to have been
made to any individual by reason of section
24 of the Internal Revenue Code of 1986, as
amended by section 201, shall not be taken
into account as income and shall not be
taken into account as resources for the
month of receipt and the following month,
for purposes of determining the eligibility of
such individual or any other individual for
benefits or assistance, or the amount or ex-
tent of benefits or assistance, under any Fed-
eral program or under any State or local pro-
gram financed in whole or in part with Fed-
eral funds.

SA 741. Ms. SNOWE (for herself, Mrs.
LINCOLN, Mr. JEFFORDS, Mr. CHAFFEE,
Mr. DEWINE, Mr. KERRY, Mr. DODD, Mr.
ROCKEFELLER, Ms. COLLINS, and Mr.
SMITH of Oregon) submitted an amend-
ment intended to be proposed by her to
the bill H.R. 1836, to provide for rec-
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onciliation pursuant to section 104 of
the concurrent resolution on the budg-
et for fiscal year 2002; which was or-
dered to lie on the table; as follows:

On page 18, between lines 14 and 15, insert:
SEC. 202. SENSE OF THE SENATE ON THE MODI-
FICATIONS TO THE CHILD TAX

CREDIT.

(a) FINDINGS.—

(1) There are over 12,000,000 children in pov-
erty in the United States—about 78 percent
of these children live in working families.

(2) The child tax credit was originally de-
signed to benefit families with children in
recognition of the costs associated with rais-
ing children.

(3) There are 15,400,000 children whose fam-
ilies would not benefit from the doubling of
the child tax credit unless it is made refund-
able and another 7,000,000 children live in
families who will not receive an increased
benefit under the bill unless the credit is
made refundable.

(4) A person who earns the Federal min-
imum wage and works 40 hours a week for 50
weeks a year earns approximately $10,300.

(5) The provision included in section 201
would give families with children the benefit
of a partially refundable child tax credit
based on 15 cents of their income for every
dollar earned above $10,000.

(6) For a family earning $15,000 that is an
additional $750 to help make ends meet.

(7) Doubling the child tax credit to $1,000
and making it partially refundable will ben-
efit over 37,000,000 families with dependent
children.

(8) The expansion of the child tax credit in-
cluded in section 201 is a meaningful and a
responsible effort on the part of the Senate
to address the needs of low income working
families to promote work and such an expan-
sion would provide the benefit of a child tax
credit to 10,700,000 more children than the
provision passed by the House of Representa-
tives.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that the “10-15"" child tax cred-
it provision included in section 201 is a wor-
thy start, and should be maintained as part
of the final package.

SA 742. Mrs. MURRAY (for herself
and Mr. SMITH of Oregon) submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 52, between lines 11 and 12, insert
the following:

SEC. 423. TREATMENT OF BONDS ISSUED TO AC-
QUIRE RENEWABLE RESOURCES ON
LAND SUBJECT TO CONSERVATION
EASEMENT.

(a) IN GENERAL.—Section 145 (defining
qualified 501(c)(3) bond) is amended by redes-
ignating subsection (e) as subsection (f) and
by inserting after subsection (d) the fol-
lowing new subsection:

““(e) BONDS ISSUED TO ACQUIRE RENEWABLE
RESOURCES ON LAND SUBJECT TO CONSERVA-
TION EASEMENT.—

(1) IN GENERAL.—If—

‘“(A) the proceeds of any bond are used to
acquire land (or a long-term lease thereof)
together with any renewable resource associ-
ated with the land (including standing tim-
ber, agricultural crops, or water rights) from
an unaffiliated person,

‘(B) the land is subject to a conservation
restriction—

‘(i) which is granted in perpetuity to an
unaffiliated person that is—

““(I) a 501(c)(3) organization, or
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““(IT) a Federal, State, or local government
conservation organization,

‘(ii) which meets the requirements of
clauses (ii) and (iii)(II) of section 170(h)(4)(A),

‘“(iii) which exceeds the requirements of
relevant environmental and land use stat-
utes and regulations, and

‘(iv) which obligates the owner of the land
to pay the costs incurred by the holder of the
conservation restriction in monitoring com-
pliance with such restriction,

“(C) a management plan which meets the
requirements of the statutes and regulations
referred to in subparagraph (B)(iii) is devel-
oped for the conservation of the renewable
resources, and

‘(D) such bond would be a qualified
501(c)(3) bond (after the application of para-
graph (2)) but for the failure to use revenues
derived by the 501(c)(3) organization from the
sale, lease, or other use of such resource as
otherwise required by this part,

such bond shall not fail to be a qualified
501(c)(3) bond by reason of the failure to so
use such revenues if the revenues which are
not used as otherwise required by this part
are used in a manner consistent with the
stated charitable purposes of the 501(c)(3) or-
ganization.

¢(2) TREATMENT OF TIMBER, ETC.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the cost of any renewable re-
source acquired with proceeds of any bond
described in paragraph (1) shall be treated as
a cost of acquiring the land associated with
the renewable resource and such land shall
not be treated as used for a private business
use because of the sale or leasing of the re-
newable resource to, or other use of the re-
newable resource by, an unaffiliated person
to the extent that such sale, leasing, or other
use does not constitute an unrelated trade or
business, determined by applying section
513(a).

“(B) APPLICATION OF BOND MATURITY LIMI-
TATION.—For purposes of section 147(b), the
cost of any land or renewable resource ac-
quired with proceeds of any bond described
in paragraph (1) shall have an economic life
commensurate with the economic and eco-
logical feasibility of the financing of such
land or renewable resource.

‘‘(C) UNAFFILIATED PERSON.—For purposes
of this subsection, the term ‘unaffiliated per-
son’ means any person who controls not
more than 20 percent of the governing body
of another person.”’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to obliga-
tions issued after January 1, 2002, and before
January 1, 2007.

(c) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust one or more of the
amendments made by this Act to any section
of the Internal Revenue Code of 1986 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 amendment made by
this section.

SA 743. Mr. BAUCUS (for Mr. CON-
RAD) proposed an amendment to the
bill H.R. 1836, to provide for reconcili-
ation pursuant to section 104 of the
concurrent resolution on the budget for
fiscal year 2002; as follows:

On page 9, strike the matter between lines
11 and 12, and insert:

The corresponding percentages shall be sub-

“In the case of tax- stituted for the following percentages:

able years begil
during calendar year:

28% 31% 36% 39.6%

2002, 2003, and

2004 ..o 21% 30% 35% 38.6%
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The corresponding percentages shall be sub-

“In the case of tax- stituted for the following percentages:

able years

during calendar year:

28% 31% 36% 39.6%
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.”

(b) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 2004.

SA 744. Mr. BAUCUS (for Mr. CONRAD)
proposed an amendment to the bill
H.R. 1836, to provide for reconciliation
pursuant to section 104 of the concur-
rent resolution on the budget for fiscal
year 2002; as follows:

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.

SA 745. Mr. WARNER (for Mr. STE-
VENS (for himself, Mr. INOUYE, Mr.
THOMPSON, Mr. HOLLINGS, Mr. MUR-
KOWSKI, Mr. BINGAMAN, Mr. THURMOND,
Mr. THOMAS, Ms. COLLINS, and Mr.
WARNER)) proposed an amendment to
the bill H.R. 1696, to expedite the con-
struction of the World War II memorial
in the District of Columbia; as follows:

Strike all after the enacting clause and in-
sert the following:
SECTION 1. APPROVAL OF WORLD WAR II MEMO-
RIAL SITE AND DESIGN.
Notwithstanding any other provision of
law, the World War II Memorial described in
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plans approved by the Commission of Fine
Arts on July 20, 2000 and November 16, 2000,
and selected by the National Capital Plan-
ning Commission on September 21, 2000 and
December 14, 2000, and in accordance with
the special use permit issued by the Sec-
retary of the Interior on January 23, 2001,
and numbered NCR-NACC-5700-0103, shall be
constructed expeditiously at the dedicated
Rainbow Pool site in the District of Colum-
bia in a manner consistent with such plans
and permits, subject to design modifications,
if any, approved in accordance with applica-
ble laws and regulations.

SEC. 2. APPLICATION OF COMMEMORATIVE

WORKS ACT.

Elements of the memorial design and con-
struction not approved as of the date of en-
actment of this Act shall be considered and
approved in accordance with the require-
ments of the Commemorative Works Act (40
U.S.C. 1001 et seq.).

SEC. 3. JUDICIAL REVIEW.

The decision to locate the memorial at the
Rainbow Pool site in the District of Colum-
bia and the actions by the Commission of
Fine Arts on July 20, 2000 and November 16,
2000, the actions by the National Capital
Planning Commission on September 21, 2000
and December 14, 2000, and the issuance of
the special use permit identified in section 1
shall not be subject to judicial review.

SA 746. Mrs. BOXER submitted an
amendment intended to be proposed by
her to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC. . EXPANSION OF WORK OPPORTUNITY
TAX CREDIT.

(a) IN GENERAL.—Section 51(d)(1) (relating
to members of targeted groups) is amended
by striking ‘‘or’’ at the end of subparagraph
(G), by striking the period at the end of sub-
paragraph (H) and inserting ‘¢, or”, and by
adding at the end the following:

‘(I a qualified low-income veteran.”

(b) QUALIFIED LOW-INCOME VETERAN.—Sec-
tion 51(d) (relating to members of targeted
groups) is amended by redesignating para-
graphs (10) through (12) as paragraphs (11)
through (13), respectively, and by inserting
after paragraph (9) the following:

€“(10) QUALIFIED LOW-INCOME VETERAN.—

‘“(A) IN GENERAL.—The term ‘qualified low-
income veteran’ means any veteran whose
gross income for the taxable year preceding
the taxable year including the hiring date,
was below the poverty line (as defined by the
Office of Management and Budget) for such
preceding taxable year .

‘(B) VETERAN.—The term ‘veteran’ has the
meaning given such term by paragraph
3)(B).

“(C) SPECIAL RULES FOR DETERMINING
AMOUNT OF CREDIT.—For purposes of applying
this subpart to wages paid or incurred to any
qualified low-income veteran—

‘‘(1) subsection (a) shall be applied by sub-
stituting ‘60 percent of the qualified first-
year wages and 25 percent of the qualified
second-year wages’ for ‘40 percent of the
qualified first year wages’, and

‘“(ii) in lieu of paragraphs (2) and (3) of sub-
section (b), the following definitions and spe-
cial rule shall apply:

“(I) QUALIFIED FIRST-YEAR WAGES.—The
term ‘qualified first-year wages’ means, with
respect to any individual, qualified wages at-
tributable to service rendered during the 1-
year period beginning with the day the indi-
vidual begins work for the employer.
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“(II) QUALIFIED SECOND-YEAR WAGES.—The
term ‘qualified second-year wages’ means,
with respect to any individual, qualified
wages attributable to service rendered dur-
ing the 1-year period beginning on the day
after the last day of the 1-year period with
respect to such individual determined under
subclause (I).

¢“(III) ONLY FIRST $20,000 OF WAGES PER YEAR
TAKEN INTO ACCOUNT.—The amount of the
qualified first and second year wages which
may be taken into account with respect to
any individual shall not exceed $20,000 per
year.”.

(c) PERMANENCE OF CREDIT.—Section
51(c)(4) (relating to termination) is amended
by inserting ‘‘(except for wages paid to a
qualified low-income veteran)’ after ‘‘indi-
vidual.

(d) 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.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
the date of the enactment of this Act.

SA 747. Mr. REID (for Mr. CARPER)
proposed an amendment to the bill
H.R. 1836, to provide for reconciliation
pursuant to section 104 of the concur-
rent resolution on the budget for fiscal
year 2002; which was ordered to lie on
the table; as follows:

Strike all after the first word and insert
the following:

1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the ‘“‘Economic Stimulus Tax Cut Act of
2001,

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) SECTION 15 NOT To APPLY.—No amend-
ment made by this Act shall be treated as a
change in a rate of tax for purposes of sec-
tion 15 of the Internal Revenue Code of 1986.

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

Sec. 1. Short title; etc.
TITLE I-INDIVIDUAL INCOME AND
EMPLOYMENT TAXES
Subtitle A—In General
Sec. 101. Refund of individual income and
employment taxes.
Sec. 102. Reduction in income tax rates for
individuals.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 111. Sunset of provisions of title.
TITLE II—CHILD TAX CREDIT
Subtitle A—In General
Sec. 201. Modifications to child tax credit.
Subtitle B—Compliance With Congressional
Budget Act
Sec. 211. Sunset of provisions of title.
TITLE III—MARRIAGE PENALTY RELIEF
Subtitle A—In General
Sec. 301. Elimination of marriage penalty in
standard deduction.
Sec. 302. Phaseout of marriage penalty in 15-
percent bracket.
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Sec. 303. Marriage penalty relief for earned
income credit; earned income
to include only amounts includ-
ible in gross income; simplifica-
tion of earned income credit.

Subtitle B—Compliance With Congressional
Budget Act

Sec. 311. Sunset of provisions of title.

TITLE IV—AFFORDABLE EDUCATION
PROVISIONS

Subtitle A—Education Savings Incentives
Sec. 401. Modifications to qualified tuition
programs.
Subtitle B—Educational Assistance

Sec. 411. Permanent extension of exclusion
for employer-provided edu-
cational assistance.

Sec. 412. Elimination of 60-month limit and
increase in income limitation
on student loan interest deduc-
tion.

Sec. 413. Exclusion of certain amounts re-
ceived under the National
Health Service Corps Scholar-
ship Program and the
F. Edward Hebert Armed
Forces Health Professions
Scholarship and Financial As-
sistance Program.

Subtitle C—Other Provisions

Sec. 421. Deduction for higher education ex-

penses.

Subtitle D—Compliance With Congressional

Budget Act

Sec. 431. Sunset of provisions of title.

TITLE V—ESTATE, GIFT, AND GENERA-
TION-SKIPPING TRANSFER TAX PROVI-
SIONS

Sec. 501. Increase in amount of unified cred-

it against estate and gift taxes.

Sec. 502. Increase in qualified family-owned

business interest deduction
amount.

Sec. 503. Sunset of provisions of title.

TITLE VI—PENSION AND INDIVIDUAL RE-
TIREMENT ARRANGEMENT PROVI-
SIONS

Subtitle A—Individual Retirement Accounts

Sec. 601. Modification of IRA contribution

limits.

Sec. 602. Deemed

plans.

603. Tax-free distributions from indi-

vidual retirement accounts for
charitable purposes.
Subtitle B—Expanding Coverage

611. Plan loans for subchapter S owners,

partners, and sole proprietors.

612. Modification of top-heavy rules.

613. Elective deferrals not taken into
account for purposes of deduc-
tion limits.

Repeal of coordination require-
ments for deferred compensa-
tion plans of State and local
governments and tax-exempt
organizations.

Deduction limits.

Option to treat elective deferrals as
after-tax Roth contributions.
Nonrefundable credit to certain in-
dividuals for elective deferrals

and IRA contributions.

Credit for qualified pension plan
contributions of small employ-
ers.

Credit for pension plan startup
costs of small employers.

Elimination of user fee for requests
to IRS regarding new pension
plans.

Treatment of nonresident aliens
engaged in international trans-
portation services.

IRAs under employer

Sec.

Sec.
Sec.
Sec.

Sec. 614.

615.
616.

Sec.
Sec.

Sec. 617.

Sec. 618.

Sec. 619.

Sec. 620.

Sec. 621.
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Subtitle C—Enhancing Fairness for Women

Sec. 631. Equitable treatment for contribu-
tions of employees to defined
contribution plans.

Faster vesting of certain employer
matching contributions.

Modifications to minimum dis-
tribution rules.

Clarification of tax treatment of
division of section 457 plan ben-
efits upon divorce.

Provisions relating to hardship dis-
tributions.

Waiver of tax on nondeductible
contributions for domestic or
similar workers.

Subtitle D—Increasing Portability for
Participants
Sec. 641. Rollovers allowed among various
types of plans.

Sec. 632.

Sec. 633.

Sec. 634.

Sec. 635.

Sec. 636.

Sec. 642. Rollovers of IRAs into workplace
retirement plans.

Sec. 643. Rollovers of after-tax contribu-
tions.

Sec. 644. Hardship exception to 60-day rule.

Sec. 645. Treatment of forms of distribution.

Sec. 646. Rationalization of restrictions on
distributions.

Sec. 647. Purchase of service credit in gov-
ernmental defined benefit
plans.

Sec. 648. Employers may disregard rollovers
for purposes of cash-out
amounts.

Sec. 649. Minimum distribution and inclu-
sion requirements for section
457 plans.
Subtitle E—Strengthening Pension Security
and Enforcement

PART I—GENERAL PROVISIONS

Sec. 651. Repeal of 160 percent of current li-

ability funding limit.

652. Maximum contribution deduction
rules modified and applied to
all defined benefit plans.

Excise tax relief for sound pension
funding.

Treatment of multiemployer plans
under section 415.

Protection of investment of em-
ployee contributions to 401(k)
plans.

Prohibited allocations of stock in S
corporation ESOP.

Automatic rollovers of
mandatory distributions.

Sec. 6568. Clarification of treatment of con-

tributions to multiemployer
plan.
PART II—TREATMENT OF PLAN AMENDMENTS
REDUCING FUTURE BENEFIT ACCRUALS

Sec. 6569. Notice required for pension plan
amendments having the effect
of significantly reducing future
benefit accruals.

Subtitle F—Reducing Regulatory Burdens

Sec. 661. Modification of timing of plan

valuations.

Sec. 662. ESOP dividends may be reinvested
without loss of dividend deduc-
tion.

Repeal of transition rule relating
to certain highly compensated
employees.

Employees of tax-exempt entities.

Clarification of treatment of em-
ployer-provided retirement ad-
vice.

Reporting simplification.

Improvement of employee plans
compliance resolution system.

Repeal of the multiple use test.

Flexibility in nondiscrimination,
coverage, and line of business
rules.

Sec.

Sec. 653.

Sec. 654.

Sec. 655.

Sec. 656.

Sec. 657. certain

Sec. 663.

664.
665.

Sec.
Sec.

666.
667.

Sec.
Sec.

668.
669.

Sec.
Sec.
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Sec. 670. Extension to all governmental
plans of moratorium on appli-
cation of certain non-
discrimination rules applicable
to State and local plans.

Subtitle G—Other ERISA Provisions

Sec. 681. Missing participants.

Sec. 682. Reduced PBGC premium for new

plans of small employers.

Reduction of additional PBGC pre-

mium for new and small plans.

Authorization for PBGC to pay in-

terest on premium overpay-
ment refunds.

Substantial owner benefits in ter-

minated plans.

Subtitle H—Miscellaneous Provisions

Sec. 691. Tax treatment and information re-
quirements of Alaska Native
settlement trusts.

Subtitle I—Compliance With Congressional
Budget Act
Sec. 695. Sunset of provisions of title.

TITLE VII-EXTENSIONS OF EXPIRING
PROVISIONS

Subtitle A—In General

701. Permanent extension of research
credit.

702. Work opportunity credit and wel-
fare-to-work credit.

703. Taxable income limit on percent-
age depletion for marginal pro-
duction.

704. Subpart F exemption for active fi-
nancing income.

705. Parity in the application of certain
limits to mental health bene-
fits.

Sec. 706. Deduction for clean-fuel vehicles

and certain refueling property.

Sec. 707. Luxury tax on passenger vehicles.

Subtitle B—Compliance With Congressional

Budget Act
Sec. 711. Sunset of provisions of title.
TITLE VIII-ALTERNATIVE MINIMUM
TAX
Subtitle A—In General
Sec. 801. Alternative minimum tax exemp-
tion for certain individual tax-
payers.
Subtitle B—Compliance With Congressional
Budget Act

Sec. 811. Sunset of provisions of title.

TITLE IX—ENSURING DEBT REDUCTION

Sec. 901. Ensuring debt reduction.

TITLE X—OTHER PROVISIONS
Subtitle A—In General
Sec. 1001. Expansion of authority to post-
pone certain tax-related dead-
lines by reason of presidentially
declared disaster.

Sec. 1002. Historic homeownership rehabili-

tation credit.

Subtitle B—Compliance With Congressional

Budget Act
Sec. 1011. Sunset of provisions of title.
TITLE XI—ENERGY SECURITY AND TAX
INCENTIVE POLICY

Subtitle A—Energy-Efficient Property Used

in Business

Sec. 1101. Credit for certain energy-efficient

property used in business.

Sec. 1102. Energy-efficient commercial

building property deduction.
Subtitle B—Residential Energy Systems

Sec. 1111. Credit for construction of new en-

ergy-efficient home.

Sec. 1112. Credit for energy efficiency im-

provements to existing homes.

Sec. 1113. Credit for residential solar, wind,

and fuel cell energy property.

Sec. 683.

Sec. 684.

Sec. 685.

Sec.
Sec.

Sec.

Sec.

Sec.
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Subtitle C—Electricity Facilities and
Production
Sec. 1121. Modifications to credit for elec-
tricity produced from renew-
able and waste products.
Subtitle D—Compliance With Congressional
Budget Act
Sec. 1131. Sunset of provisions of title.

TITLE I—INDIVIDUAL INCOME AND
EMPLOYMENT TAXES
Subtitle A—In General
SEC. 101. REFUND OF INDIVIDUAL INCOME AND
EMPLOYMENT TAXES.

(a) 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:

The applicable
amount is:

Section 1(a) covvevviiiiiiiiiiiiieens $600
Section 1(b) ... $450
Section 1(c) ... $300
Section 1(d) ... $300
Paragraph (2) $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.

‘“(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,

CONGRESSIONAL RECORD — SENATE

‘(2) any estate or trust, or

“(3) any nonresident alien individual.”.

(b) CONFORMING AMENDMENT.—Section
1324(b)(2) of title 31, United States Code, is
amended by inserting before the period ‘‘, or
enacted by the Economic Stimulus Tax Cut
Act of 2001”.

(c) CLERICAL AMENDMENT.—The table of
sections for subchapter B of chapter 65 of the
Internal Revenue Code of 1986 is amended by
adding at the end the following new item:

““‘Sec. 6428. Refund of individual income and
employment taxes.”’.

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

SEC. 102. REDUCTION IN INCOME TAX RATES FOR
INDIVIDUALS.

(a) IN GENERAL.—Section 1 is amended by
adding at the end the following new sub-
section:

(i) RATE REDUCTIONS AFTER 2000.—

(1) NEW LOWEST RATE BRACKET.—

‘“(A) IN GENERAL.—In the case of taxable
years beginning after December 31, 2000—

‘“(i) the rate of tax under subsections (a),
(b), (c), and (d) on taxable income not over
the initial bracket amount shall be 10 per-
cent, and

‘‘(i1) the 15 percent rate of tax shall apply
only to taxable income over the initial
bracket amount but not over the maximum
dollar amount for the 15-percent rate brack-
et.

“(B) INITIAL BRACKET AMOUNT.—For pur-
poses of this subsection, the initial bracket
amount is—

‘(1) $12,000 in the case of subsection (a),

‘“(i1) $10,000 in the case of subsection (b),
and

‘(iii) % the amount applicable under
clause (i) (after adjustment, if any, under
subparagraph (C)) in the case of subsections
(c) and (d).

“(C) INFLATION ADJUSTMENT.—In  pre-
scribing the tables under subsection (f)
which apply with respect to taxable years be-
ginning in calendar years after 2001—

‘“(i) the Secretary shall make no adjust-
ment to the initial bracket amount for any
taxable year beginning before January 1,
2007,

‘“(ii) the cost-of-living adjustment used in
making adjustments to the initial bracket
amount for any taxable year beginning after
December 31, 2006, shall be determined under
subsection (f)(3) by substituting 2005 for
‘1992’ in subparagraph (B) thereof, and

‘“(iii) such adjustment shall not apply to

the amount referred to in subparagraph
(B)(iii).
If any amount after adjustment under the
preceding sentence is not a multiple of $50,
such amount shall be rounded to the next
lowest multiple of $50.

‘“(2) REDUCTIONS IN RATES AFTER 2001.—

‘‘(A) IN GENERAL.—Each rate of tax (other
than the 10 percent rate) in the tables under
subsections (a), (b), (c), (d), and (e) shall be
reduced by 1 percentage point for taxable
years beginning during a calendar year after
the trigger year.

‘(B) TRIGGER YEAR.—For purposes of sub-
paragraph (A), the trigger year is—

‘(1) 2002, in the case of the 15 percent rate,

‘“(ii) 2003, in the case of the 28 percent rate,

‘“(iii) 2004, in the case of the 31 percent
rate,

‘“(iv) 2005, in the case of the 36 percent rate,
and

“(v) 2006, in the case of the 39.6 percent
rate.

“(3) ADJUSTMENT OF TABLES.—The Sec-
retary shall adjust the tables prescribed
under subsection (f) to carry out this sub-
section.”.

(b) DETERMINATION OF WITHHOLDING TA-
BLES.—Section 3402(a) of the Internal Rev-
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enue Code of 1986 (relating to requirement of
withholding) is amended by adding at the
following new paragraph:

‘“(3) CHANGES MADE BY SECTION 102 OF THE
ECONOMIC STIMULUS TAX CUT ACT OF 2001.—Not-
withstanding the provisions of this sub-
section, the Secretary shall modify the ta-
bles and procedures under paragraph (1) to
reflect the amendments made by section 102
of the Economic Stimulus Tax Cut Act of
2001, and such modification shall take effect
on July 1, 2001, as if the lowest rate of tax
under section 1 (as amended by such section
102) was a 10-percent rate effective on such
date.”.

(c) CONFORMING AMENDMENTS.—

(1) Subparagraph (B) of section 1(g)(7) of
the Internal Revenue Code of 1986 is amend-
ed—

(A) by striking ‘15 percent’” in clause
(ii)(ITI) and inserting ‘‘the first bracket per-
centage’’, and

(B) by adding at the end the following flush

sentence:
“For purposes of clause (ii), the first bracket
percentage is the percentage applicable to
the lowest income bracket in the table under
subsection (c).”.

(2) Section 1(h) of such Code is amended by
striking paragraph (13).

(3) Section 15 of such Code is amended by
adding at the end the following new sub-
section:

“(f) RATE REDUCTIONS ENACTED BY Eco-
NOMIC STIMULUS TAX CUT AcCT OF 2001.—This
section shall not apply to any change in
rates under subsection (i) of section 1 (relat-
ing to rate reductions in 2001).”.

(4) Section 3402(p)(2) of such Code is amend-
ed by striking ‘‘equal to 15 percent of such
payment’” and inserting ‘‘equal to the prod-
uct of the lowest rate of tax under section
1(c) and such payment’’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after December 31, 2000.

(2) AMENDMENTS TO WITHHOLDING PROVI-
SION.—The amendments made by subsection
(b) and subsection (c)(4) shall apply to
amounts paid after June 30, 2001.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 111. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE II—CHILD TAX CREDIT
Subtitle A—In General
SEC. 201. MODIFICATIONS TO CHILD TAX CREDIT.

(a) INCREASE IN PER CHILD AMOUNT.—

(1) IN GENERAL.—Subsection (a) of section
24 (relating to child tax credit) is amended to
read as follows:

‘‘(a) ALLOWANCE OF CREDIT.—

‘(1) IN GENERAL.—There shall be allowed as
a credit against the tax imposed by this
chapter for the taxable year with respect to
each qualifying child of the taxpayer an
amount equal to the per child amount.

‘(2) PER CHILD AMOUNT.—For purposes of
paragraph (1), the per child amount shall be
determined as follows:

“In the case of any The per child amount
taxable year begin- is—

ning in—
2002, 2003, 2004, 2005, 2006, or
2007 $600
2008 ... 700
2009 ... 800
2010 ..oovniiiiiiieennns 900
2011 or thereafter ................... 1,000.”".

(2) INFLATION ADJUSTMENT.—
‘‘(g) INFLATION ADJUSTMENT.—In the case
of any taxable year beginning after 2001, any
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dollar amount contained in subsection (a)(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 2000’ for ‘‘cal-
endar year 1992.”.

(b) CREDIT ALLOWED AGAINST ALTERNATIVE
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (b) of section
24 (relating to child tax credit) is amended
by adding at the end the following new para-
graph:

¢“(3) LIMITATION BASED ON AMOUNT OF TAX.—
The credit allowed under subsection (a) for
any taxable year shall not exceed the excess
of—

‘““(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
this subpart (other than this section) and
section 27 for the taxable year.”.

(2) CONFORMING AMENDMENTS.—

(A) The heading for section 24(b) is amend-
ed to read as follows: “LIMITATIONS.—’.

(B) The heading for section 24(b)(1) is
amended to read as follows: ‘‘LIMITATION
BASED ON ADJUSTED GROSS INCOME.—"’.

(C) Section 24(d) is amended—

(i) by striking ‘‘section 26(a)’’ each place it
appears and inserting ‘‘subsection (b)(3)”’,
and

(ii) in paragraph (1)(B) by striking ‘‘aggre-
gate amount of credits allowed by this sub-
part” and inserting ‘‘amount of credit al-
lowed by this section”.

(D) Paragraph (1) of section 26(a) is amend-
ed by inserting ‘‘(other than section 24)”
after ‘‘this subpart’.

(E) Subsection (c¢) of section 23 is amended
by striking ‘‘and section 1400C’ and insert-
ing “‘and sections 24 and 1400C"’.

(F) Subparagraph (C) of section 25(e)(1) is
amended by inserting ¢, 24, after ‘‘sections
23”.

(G) Section 904(h) is amended by inserting
‘“‘(other than section 24)”’ after ‘‘chapter’’.

(H) Subsection (d) of section 1400C is
amended by inserting ‘‘and section 24’ after
“this section”.

(¢) REFUNDABLE CHILD CREDIT.—

(1) IN GENERAL.—S0 much of section 24(d)
(relating to additional credit for families
with 3 or more children) as precedes para-
graph (2) is amended to read as follows:

‘‘(d) PORTION OF CREDIT REFUNDABLE.—

‘(1) IN GENERAL.—The aggregate credits al-
lowed to a taxpayer under subpart C shall be
increased by the lesser of—

‘“(A) the credit which would be allowed
under this section without regard to this
subsection and the limitation under sub-
section (b)(3), or

‘“(B) the amount by which the amount of
credit allowed by this section (determined
without regard to this subsection) would in-
crease if the limitation imposed by sub-
section (b)(3) were increased by—

‘(i) in the case of a taxpayer not described
in clause (ii), 15 percent of so much of the
taxpayer’s earned income (within the mean-
ing of section 32) for the taxable year as ex-
ceeds $8,000, and

‘(i) in the case of a taxpayer with 3 or
more qualifying children, the excess (if any)
of—

‘(1) the taxpayer’s social security taxes for
the taxable year, over

‘“(IT) the credit allowed under section 32 for

the taxable year.
The amount of the credit allowed under this
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce
the amount of credit otherwise allowable
under subsection (a) without regard to sub-
section (b)(3).”.
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(2) CONFORMING AMENDMENT.—Section 32 is
amended by striking subsection (n).

(d) ELIMINATION OF REDUCTION OF CREDIT TO
TAXPAYER SUBJECT TO ALTERNATIVE MINIMUM
TAX PROVISION.—Section 24(d) is amended—

(1) by striking paragraph (2), and

(2) by redesignating paragraph (3) as para-
graph (2).

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

Subtitle B—Compliance With Congressional
Budget Act
SEC. 211. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE ITI—MARRIAGE PENALTY RELIEF

Subtitle A—In General
SEC. 301. ELIMINATION OF MARRIAGE PENALTY
IN STANDARD DEDUCTION.

(a) IN GENERAL.—Paragraph (2) of section
63(c) (relating to standard deduction) is
amended—

(1) by striking ‘“$5,000”’ in subparagraph (A)
and inserting ‘‘the applicable percentage of
the dollar amount in effect under subpara-
graph (C) for the taxable year’’;

(2) by adding ‘“‘or’” at the end of subpara-
graph (B);

(3) by striking ‘‘in the case of’’ and all that
follows in subparagraph (C) and inserting ‘‘in
any other case.”’; and

(4) by striking subparagraph (D).

(b) APPLICABLE PERCENTAGE.—Section 63(c)
(relating to standard deduction) is amended
by adding at the end the following new para-
graph:

“(7) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (2), the applicable per-
centage shall be determined in accordance
with the following table:
“For taxable years be-

ginning in calendar

The applicable

year—
percentage is—
2002 ..iiiiieeii e 174
2003 .. 180
2004 187
193
2006 and thereafter .............. 200.”".

(¢) TECHNICAL AMENDMENTS.—

(1) Subparagraph (B) of section 1(f)(6) is
amended by striking ‘‘(other than with” and
all that follows through ‘‘shall be applied”’
and inserting ‘‘(other than with respect to
sections 63(c)(4) and 151(d)(4)(A)) shall be ap-
plied”.

(2) Paragraph (4) of section 63(c) is amend-
ed by adding at the end the following flush
sentence:

“The preceding sentence shall not apply to
the amount referred to in paragraph (2)(A).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 302. PHASEOUT OF MARRIAGE PENALTY IN
15-PERCENT BRACKET.

(a) IN GENERAL.—Section 1(f) (relating to
adjustments in tax tables so that inflation
will not result in tax increases) is amended
by adding at the end the following new para-
graph:

‘“(8) PHASEOUT OF MARRIAGE PENALTY IN 15-
PERCENT BRACKET.—

‘“(A) IN GENERAL.—With respect to taxable
years beginning after December 31, 2005, in
prescribing the tables under paragraph (1)—

‘(i) the maximum taxable income in the
15-percent rate bracket in the table con-
tained in subsection (a) (and the minimum
taxable income in the next higher taxable in-
come bracket in such table) shall be the ap-
plicable percentage of the maximum taxable
income in the 15-percent rate bracket in the
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table contained in subsection (c) (after any
other adjustment under this subsection), and

‘‘(ii) the comparable taxable income
amounts in the table contained in subsection
(d) shall be %2 of the amounts determined
under clause (i).

‘“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage shall be determined in accord-
ance with the following table:

2“For taxable years The applicable

beginning in cal- percentage is—
endar year—
2006 ..eeineiieei e 174
2007 ... 180
2008 ... 187
2009 ..ieiiiieeeeeans 193
2010 and thereafter .............. 200.

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

(b) TECHNICAL AMENDMENTS.—

(1) Subparagraph (A) of section 1(f)(2) is
amended by inserting ‘‘except as provided in
paragraph (8),” before ‘‘by increasing’’.

(2) The heading for subsection (f) of section
1 is amended by inserting ‘‘PHASEOUT OF
MARRIAGE PENALTY IN 15-PERCENT BRACKET;”’
before ‘“‘ADJUSTMENTS” .

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 303. MARRIAGE PENALTY RELIEF FOR
EARNED INCOME CREDIT; EARNED
INCOME TO INCLUDE ONLY
AMOUNTS INCLUDIBLE IN GROSS IN-
COME; SIMPLIFICATION OF EARNED
INCOME CREDIT.

(a) INCREASED PHASEOUT AMOUNT.—

(1) IN GENERAL.—Section 32(b)(2) (relating
to amounts) is amended—

(A) by striking ‘“AMOUNTS.—The earned’”
and inserting ‘““AMOUNTS.—

‘“‘(A) IN GENERAL.—Subject to subparagraph
(B), the earned’’, and

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

‘(B) JOINT RETURNS.—In the case of a joint
return filed by an eligible individual and
such individual’s spouse, the phaseout
amount determined under subparagraph (A)
shall be increased by $3,000.”.

(2) INFLATION ADJUSTMENT.—Paragraph
(1)(B) of section 32(j) (relating to inflation
adjustments) is amended to read as follows:

‘“(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined—

‘(i) in the case of amounts in subsections
(0)(2)(A) and (i)(1), by substituting ‘calendar
year 1995’ for ‘calendar year 1992’ in subpara-
graph (B) thereof, and

‘(i) in the case of the $3,000 amount in
subsection (b)(2)(B), by substituting ‘cal-
endar year 2001’ for ‘calendar year 1992’ in
subparagraph (B) of such section 1.”".

(3) ROUNDING.—Section 32(j)(2)(A) (relating
to rounding) is amended by striking ‘‘sub-
section (b)(2)” and inserting ‘‘subsection
(b)(2)(A) (after being increased under sub-
paragraph (B) thereof)”.

(b) EARNED INCOME TO INCLUDE ONLY
AMOUNTS INCLUDIBLE IN GROSS INCOME.—
Clause (i) of section 32(c)(2)(A) (defining
earned income) is amended by inserting
but only if such amounts are includible in
gross income for the taxable year’” after
‘“‘other employee compensation”.

(c) REPEAL OF REDUCTION OF CREDIT TO
TAXPAYERS SUBJECT TO ALTERNATIVE MIN-
IMUM TAX.—Section 32(h) is repealed.

(d) REPLACEMENT OF MODIFIED ADJUSTED
GROSS INCOME WITH ADJUSTED GROSS IN-
COME.—

(1) IN GENERAL.—Section 32(a)(2)(B) is
amended by striking ‘‘modified”’.
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(2) CONFORMING AMENDMENTS.—

(A) Section 32(c) is amended by striking
paragraph (5).

(B) Section 32(f)(2)(B) is amended by strik-
ing ‘“modified’’ each place it appears.

() RELATIONSHIP TEST.—

(1) IN GENERAL.—Clause (i) of section
32(c)(3)(B) (relating to relationship test) is
amended to read as follows:

‘(i) IN GENERAL.—AnN individual bears a re-
lationship to the taxpayer described in this
subparagraph if such individual is—

“(I) a son, daughter, stepson, or step-
daughter, or a descendant of any such indi-
vidual,

‘“(IT) a brother, sister, stepbrother, or step-
sister, or a descendant of any such indi-
vidual, who the taxpayer cares for as the
taxpayer’s own child, or

““(ITII) an eligible foster child of the tax-
payer.”.

(2) ELIGIBLE FOSTER CHILD.—

(A) IN GENERAL.—Clause (iii) of section
32(¢c)(3)(B) is amended to read as follows:

¢(iii) ELIGIBLE FOSTER CHILD.—For pur-
poses of clause (i), the term ‘eligible foster
child’ means an individual not described in
subclause (I) or (IT) of clause (i) who—

‘(D is placed with the taxpayer by an au-
thorized placement agency, and

‘“(IT1) the taxpayer cares for as the tax-
payer’s own child.”.

(B) CONFORMING  AMENDMENT.—Section
32(c)(3)(A)(ii) is amended by striking ‘‘except
as provided in subparagraph (B)(iii),”.

(f) 2 OrR MORE CLAIMING QUALIFYING
CHILD.—Section 32(c)(1)(C) is amended to
read as follows:

“(C) 2 OR MORE CLAIMING QUALIFYING
CHILD.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), if (but for this paragraph) an indi-
vidual may be claimed, and is claimed, as a
qualifying child by 2 or more taxpayers for a
taxable year beginning in the same calendar
year, such individual shall be treated as the
qualifying child of the taxpayer who is—

“(I) a parent of the individual, or

“(II) if subclause (I) does not apply, the
taxpayer with the highest adjusted gross in-
come for such taxable year.

‘“(ii) MORE THAN 1 CLAIMING CREDIT.—If the
parents claiming the credit with respect to
any qualifying child do not file a joint return
together, such child shall be treated as the
qualifying child of—

‘(D) the parent with whom the child re-
sided for the longest period of time during
the taxable year, or

“(II) if the child resides with both parents
for the same amount of time during such
taxable year, the parent with the highest ad-
justed gross income.”.

(g) EXPANSION OF MATHEMATICAL ERROR
AUTHORITY.—Paragraph (2) of section 6213(g)
is amended by striking ‘‘and” at the end of
subparagraph (K), by striking the period at
the end of subparagraph (L) and inserting ‘¢,
and”, and by inserting after subparagraph
(L) the following new subparagraph:

‘(M) the entry on the return claiming the
credit under section 32 with respect to a
child if, according to the Federal Case Reg-
istry of Child Support Orders established
under section 453(h) of the Social Security
Act, the taxpayer is a noncustodial parent of
such child.”

(h) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 2001.

(2) SUBSECTION (g).—The amendment made
by subsection (g) shall take effect on Janu-
ary 1, 2004.
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Subtitle B—Compliance With Congressional
Budget Act
SEC. 311. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE IV—AFFORDABLE EDUCATION
PROVISIONS

Subtitle A—Education Savings Incentives

SEC. 401. MODIFICATIONS TO QUALIFIED TUI-
TION PROGRAMS.

(a) ELIGIBLE EDUCATIONAL INSTITUTIONS
PERMITTED TO MAINTAIN QUALIFIED TUITION
PROGRAMS.—

(1) IN GENERAL.—Section 529(b)(1) (defining
qualified State tuition program) is amend-
ed—

(A) by inserting ‘‘or by 1 or more eligible
educational institutions’ after ‘‘maintained
by a State or agency or instrumentality
thereof” in the matter preceding subpara-
graph (A), and

(B) by adding at the end the following new

flush sentence:
‘“Except to the extent provided in regula-
tions, a program established and maintained
by 1 or more eligible educational institu-
tions shall not be treated as a qualified tui-
tion program unless such program has re-
ceived a ruling or determination that such
program meets the applicable requirements
for a qualified tuition program.”.

(2) PRIVATE QUALIFIED TUITION PROGRAMS
LIMITED TO BENEFIT PLANS.—Clause (ii) of
section 529(b)(1)(A) is amended by inserting
““in the case of a program established and
maintained by a State or agency or instru-
mentality thereof,”” before ‘may make’’.

(3) CONFORMING AMENDMENTS.—

(A) Sections 72(e)(9), 135(¢)(2)(C),
135(d)(1)(D), 529, 530(b)(2)(B), 4973(e), and
6693(a)(2)(C) are amended by striking ‘‘quali-
fied State tuition’ each place it appears and
inserting ‘‘qualified tuition”.

(B) The headings for sections 72(e)(9) and
135(c)(2)(C) are amended by striking ‘‘QUALI-
FIED STATE TUITION’’ each place it appears
and inserting ‘‘QUALIFIED TUITION’ .

(C) The headings for sections 529(b) and
530(b)(2)(B) are amended by striking ‘‘QUALI-
FIED STATE TUITION’’ each place it appears
and inserting ‘‘QUALIFIED TUITION’ .

(D) The heading for section 529 is amended
by striking ‘‘state’’.

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

(b) EXCLUSION FROM GROSS INCOME OF EDU-
CATION DISTRIBUTIONS FROM QUALIFIED TUI-
TION PROGRAMS.—

(1) IN GENERAL.—Section 529(¢)(3)(B) (relat-
ing to distributions) is amended to read as
follows:

‘(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION EXPENSES.—For purposes of this
paragraph—

‘(i) IN-KIND DISTRIBUTIONS.—NoO amount
shall be includible in gross income under
subparagraph (A) by reason of a distribution
which consists of providing a benefit to the
distributee which, if paid for by the dis-
tributee, would constitute payment of a
qualified higher education expense.

‘“(ii) CASH DISTRIBUTIONS.—In the case of
distributions not described in clause (i), if—

“(I) such distributions do not exceed the
qualified higher education expenses (reduced
by expenses described in clause (i)), no
amount shall be includible in gross income,
and

‘“(IT) in any other case, the amount other-
wise includible in gross income shall be re-
duced by an amount which bears the same
ratio to such amount as such expenses bear
to such distributions.
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¢“(iii) EXCEPTION FOR INSTITUTIONAL PRO-
GRAMS.—In the case of any taxable year be-
ginning before January 1, 2004, clauses (i)
and (ii) shall not apply with respect to any
distribution during such taxable year under
a qualified tuition program established and
maintained by 1 or more eligible educational
institutions.

“(iv) TREATMENT AS DISTRIBUTIONS.—ANy
benefit furnished to a designated beneficiary
under a qualified tuition program shall be
treated as a distribution to the beneficiary
for purposes of this paragraph.

¢“(v) COORDINATION WITH HOPE AND LIFETIME
LEARNING CREDITS.—The total amount of
qualified higher education expenses with re-
spect to an individual for the taxable year
shall be reduced—

‘(1) as provided in section 25A(g)(2), and

““(IT) by the amount of such expenses which
were taken into account in determining the
credit allowed to the taxpayer or any other
person under section 25A.

¢(vi) COORDINATION WITH EDUCATION INDI-
VIDUAL RETIREMENT ACCOUNTS.—If, with re-
spect to an individual for any taxable year—

““(I) the aggregate distributions to which
clauses (i) and (ii) and section 530(d)(2)(A)
apply, exceed

‘“(IT) the total amount of qualified higher
education expenses otherwise taken into ac-
count under clauses (i) and (ii) (after the ap-
plication of clause (v)) for such year,
the taxpayer shall allocate such expenses
among such distributions for purposes of de-
termining the amount of the exclusion under
clauses (i) and (ii) and section 530(d)(2)(A).”.

(2) CONFORMING AMENDMENTS.—

(A) Section 135(d)(2)(B) is amended by
striking ‘‘the exclusion under section
530(d)(2)” and inserting ‘‘the exclusions
under sections 529(¢)(3)(B) and 530(d)(2)”".

(B) Section 221(e)(2)(A) is amended by in-
serting *529,”” after ‘‘135,”".

(¢) ROLLOVER TO DIFFERENT PROGRAM FOR
BENEFIT OF SAME DESIGNATED BENEFICIARY.—
Section 529(c)(3)(C) (relating to change in
beneficiaries) is amended—

(1) by striking ‘‘transferred to the credit”
in clause (i) and inserting ‘‘transferred—

““(I) to another qualified tuition program
for the benefit of the designated beneficiary,
or

‘“(IT) to the credit”,

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

¢“(iii) LIMITATION ON CERTAIN ROLLOVERS.—
Clause (i)(I) shall only apply to the first 3
transfers with respect to a designated bene-
ficiary.”’, and

(3) by inserting ‘‘OR PROGRAMS’’
“BENEFICIARIES’’ in the heading.

(d) MEMBER OF FAMILY INCLUDES FIRST
CoUSIN.—Section 529(e)(2) (defining member
of family) is amended by striking ‘‘and” at
the end of subparagraph (B), by striking the
period at the end of subparagraph (C) and by
inserting ‘‘; and”, and by adding at the end
the following new subparagraph:

‘(D) any first cousin of such beneficiary.”.

(e) ADJUSTMENT OF LIMITATION ON RoOM
AND BOARD DISTRIBUTIONS.—Section
529(e)(3)(B)(ii) is amended to read as follows:

‘(ii) LIMITATION.—The amount treated as
qualified higher education expenses by rea-
son of clause (i) shall not exceed—

‘(D) the allowance (applicable to the stu-
dent) for room and board included in the cost
of attendance (as defined in section 472 of the
Higher Education Act of 1965 (20 U.S.C.
108711), as in effect on the date of the enact-
ment of the Economic Stimulus Tax Cut Act
of 2001) as determined by the eligible edu-
cational institution for such period, or

““(IT) if greater, the actual invoice amount
the student residing in housing owned or op-
erated by the eligible educational institution

after
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is charged by such institution for room and
board costs for such period.”.

(€3] TECHNICAL AMENDMENTS.—Section
529(c)(3)(D) is amended—

(1) by inserting ‘‘except to the extent pro-
vided by the Secretary,’”” before ‘‘all distribu-
tions” in clause (ii), and

(2) by inserting ‘‘except to the extent pro-
vided by the Secretary,” before ‘‘the value’’
in clause (iii).

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

Subtitle B—Educational Assistance
SEC. 411. PERMANENT EXTENSION OF EXCLU-
SION FOR EMPLOYER-PROVIDED
EDUCATIONAL ASSISTANCE.

(a) IN GENERAL.—Section 127 (relating to
exclusion for educational assistance pro-
grams) is amended by striking subsection (d)
and by redesignating subsection (e) as sub-
section (d).

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

(c) CONFORMING AMENDMENT.—Section
51A(b)(5)(B)(iii) is amended by striking ‘‘or
would be so excludable but for section
127(d)”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to expenses relating to courses beginning
after December 31, 2001.

SEC. 412. ELIMINATION OF 60-MONTH LIMIT AND
INCREASE IN INCOME LIMITATION
ON STUDENT LOAN INTEREST DE-
DUCTION.

(a) ELIMINATION OF 60-MONTH LIMIT.—

(1) IN GENERAL.—Section 221 (relating to in-
terest on education loans), as amended by
section 402(b)(2)(B), is amended by striking
subsection (d) and by redesignating sub-
sections (e), (f), and (g) as subsections (d),
(e), and (f), respectively.

(2) CONFORMING AMENDMENT.—Section
6050S(e) is amended by striking ‘‘section
221(e)(1)”’ and inserting ‘‘section 221(d)(1)”’.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply with re-
spect to any loan interest paid after Decem-
ber 31, 2001, in taxable years ending after
such date.

(b) INCREASE IN INCOME LIMITATION.—

(1) IN GENERAL.—Section 221(b)(2)(B) (relat-
ing to amount of reduction) is amended by
striking clauses (i) and (ii) and inserting the
following:

‘(i) the excess of—

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

““(II) $50,000 ($100,000 in the case of a joint
return), bears to

“‘(ii) $15,000 ($30,000 in the case of a joint re-
turn).”.

2) CONFORMING AMENDMENT.—Section
221(g)(1) is amended by striking ‘‘$40,000 and
$60,000 amounts’ and inserting ¢$50,000 and
$100,000 amounts’’.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years ending after December 31, 2001.
SEC. 413. EXCLUSION OF CERTAIN AMOUNTS RE-

CEIVED UNDER THE NATIONAL
HEALTH SERVICE CORPS SCHOLAR-
SHIP PROGRAM AND THE F. EDWARD
HEBERT ARMED FORCES HEALTH
PROFESSIONS SCHOLARSHIP AND
FINANCIAL ASSISTANCE PROGRAM.

(a) IN GENERAL.—Section 117(c) (relating to
the exclusion from gross income amounts re-
ceived as a qualified scholarship) is amend-
ed—
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(1) by striking ‘‘Subsections (a)” and in-
serting the following:

‘(1) IN GENERAL.—Except as provided in
paragraph (2), subsections (a)’’, and

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

‘“(2) EXCEPTIONS.—Paragraph (1) shall not
apply to any amount received by an indi-
vidual under—

“(A) the National Health Service Corps
Scholarship Program under section
338A(g)(1)(A) of the Public Health Service
Act, or

‘(B) the Armed Forces Health Professions
Scholarship and Financial Assistance pro-
gram under subchapter I of chapter 105 of
title 10, United States Code.”.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to
amounts received in taxable years beginning
after December 31, 2001.

Subtitle C—Other Provisions
SEC. 421. DEDUCTION FOR HIGHER EDUCATION
EXPENSES.

(a) DEDUCTION ALLOWED.—Part VII of sub-
chapter B of chapter 1 (relating to additional
itemized deductions for individuals) is
amended by redesignating section 222 as sec-
tion 223 and by inserting after section 221 the
following:

“SEC. 222. QUALIFIED TUITION AND RELATED EX-
PENSES.

‘‘(a) ALLOWANCE OF DEDUCTION.—In the
case of an individual, there shall be allowed
as a deduction an amount equal to the quali-
fied tuition and related expenses paid by the
taxpayer during the taxable year.

““(b) DOLLAR LIMITATIONS.—

‘(1) IN GENERAL.—The amount allowed as a
deduction under subsection (a) with respect
to the taxpayer for any taxable year shall
not exceed the applicable dollar limit.

““(2) APPLICABLE DOLLAR LIMIT.—

‘“(A) 2002 AND 2003.—In the case of a taxable
year beginning in 2002 or 2003, the applicable
dollar limit shall be equal to—

‘“(i) in the case of a taxpayer whose ad-
justed gross income for the taxable year does
not exceed $65,000 ($130,000 in the case of a
joint return), $3,000, and—

‘(i) in the case of any other taxpayer,
Zero.

‘“(B) 2004 AND 2005.—In the case of a taxable
year beginning in 2004 or 2005, the applicable
dollar amount shall be equal to—

‘(i) in the case of a taxpayer whose ad-
justed gross income for the taxable year does
not exceed $65,000 ($130,000 in the case of a
joint return), $5,000, and

‘(i) in the case of any other taxpayer,
Zero.

¢“(C) 2006 THROUGH 2011.—

‘(i) IN GENERAL.—In the case of a taxable
year beginning in 2006, 2007, 2008, 2009, 2010,
or 2011, the applicable dollar amount shall be
equal to the applicable dollar amount deter-
mined in the table contained in clause (ii),
reduced (but not below zero) by the amount
determined under clause (iii).

¢‘(i1) APPLICABLE DOLLAR AMOUNT.—
“Taxable year begin- Applicable dollar

ning in: amount:
2006 $5,000
2007 . $6,000
2008 . $7,000
2009 . $8,000
2010 . .. $9,000
2011 $10,000.

¢“(iii) AMOUNT OF REDUCTION.—The amount
determined under this clause for any taxable
year is the amount which bears the same
ratio to the applicable dollar amount deter-
mined in the table contained in clause (ii)
for such taxable year as—

‘“(I) the excess of—

‘‘(aa) the taxpayer’s adjusted gross income
for such taxable year, over
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“‘(bb) $65,000 ($130,000 in the case of a joint
return), bears to

““(II) $10,000 ($20,000 in the case of a joint
return).

‘(D) ADJUSTED GROSS INCOME.—For pur-
poses of this paragraph, adjusted gross in-
come shall be determined—

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

‘“(ii) after application of sections 86, 135,
137, 219, 221, and 469.

*‘(c) No DOUBLE BENEFIT.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed under subsection (a) for any expense
for which a deduction is allowed to the tax-
payer under any other provision of this chap-
ter.

¢“(2) COORDINATION WITH OTHER EDUCATION
INCENTIVES.—

““(A) DENIAL OF DEDUCTION IF CREDIT ELECT-
ED.—No deduction shall be allowed under
subsection (a) for a taxable year with respect
to the qualified tuition and related expenses
with respect to an individual if the taxpayer
or any other person elects to have section
25A apply with respect to such individual for
such year.

‘(B) COORDINATION WITH EXCLUSIONS.—The
total amount of qualified tuition and related
expenses shall be reduced by the amount of
such expenses taken into account in deter-
mining any amount excluded under section
135, 529(c)(1), or 530(d)(2).

‘“(3) DEPENDENTS.—No deduction shall be
allowed under subsection (a) to any indi-
vidual with respect to whom a deduction
under section 151 is allowable to another tax-
payer for a taxable year beginning in the cal-
endar year in which such individual’s taxable
year begins.

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘(1) QUALIFIED TUITION AND RELATED EX-
PENSES.—The term ‘qualified tuition and re-
lated expenses’ has the meaning given such
term by section 25A(f). Such expenses shall
be reduced in the same manner as under sec-
tion 25A(g)(2).

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

‘“(3) LIMITATION ON TAXABLE YEAR OF DE-
DUCTION.—

“(A) IN GENERAL.—A deduction shall be al-
lowed under subsection (a) for qualified tui-
tion and related expenses for any taxable
year only to the extent such expenses are in
connection with enrollment at an institution
of higher education during the taxable year.

‘“(B) CERTAIN PREPAYMENTS ALLOWED.—
Subparagraph (A) shall not apply to qualified
tuition and related expenses paid during a
taxable year if such expenses are in connec-
tion with an academic term beginning during
such taxable year or during the first 3
months of the next taxable year.

‘(4) NO DEDUCTION FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—If the tax-
payer is a married individual (within the
meaning of section 7703), this section shall
apply only if the taxpayer and the taxpayer’s
spouse file a joint return for the taxable
year.

¢“(6) NONRESIDENT ALIENS.—If the taxpayer
is a nonresident alien individual for any por-
tion of the taxable year, this section shall
apply only if such individual is treated as a
resident alien of the United States for pur-
poses of this chapter by reason of an election
under subsection (g) or (h) of section 6013.
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‘(6) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including regulations requiring record-
keeping and information reporting.”.

(b) DEDUCTION ALLOWED IN COMPUTING AD-
JUSTED GROSS INCOME.—Section 62(a) is
amended by inserting after paragraph (17)
the following:

¢‘(18) HIGHER EDUCATION EXPENSES.—The de-
duction allowed by section 222.”.

(¢) CONFORMING AMENDMENTS.—

(1) Sections 86(b)(2), 135(c)(4), 137(b)(3), and
219(g)(3) are each amended by inserting
€222, after <221,”.

(2) Section 221(b)(2)(C) is amended by in-
serting ¢‘222,” before ‘911”°.

(3) Section 469(1)(3)(E) is amended by strik-
ing ‘“‘and 221 and inserting ¢, 221, and 222”.

(4) The table of sections for part VII of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 222 and in-
serting the following:

“Sec. 222. Qualified tuition and related ex-

penses.

‘“‘Sec. 223. Cross reference.’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made in taxable years beginning after De-
cember 31, 2001.

Subtitle D—Compliance With Congressional
Budget Act

SEC. 431. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE V—ESTATE, GIFT, AND GENERA-
TION-SKIPPING TRANSFER TAX PROVI-
SIONS

SEC. 501. INCREASE IN AMOUNT OF UNIFIED

CREDIT AGAINST ESTATE AND GIFT
TAXES.

(a) IN GENERAL.—Subsection (c) of section
2010 (relating to unified credit against estate
tax) is amended to read as follows:

‘‘(c) APPLICABLE CREDIT AMOUNT.—For pur-
poses of this section—

‘(1 IN GENERAL.—The applicable credit
amount is the amount of the tentative tax
which would be determined under the rate
schedule set forth in section 2001(c) if the
amount with respect to which such tentative
tax is to be computed were the applicable ex-
clusion amount.

‘“(2) APPLICABLE EXCLUSION AMOUNT.—The
applicable exclusion amount is equal to the
sum of—

“‘(A) the decedent’s exclusion amount, plus

‘(B) in the case of a decedent described in
paragraph (4), the unused spousal exclusion
amount.

*“(3) DECEDENT’S EXCLUSION AMOUNT.—

‘““(A) IN GENERAL.—For purposes of para-
graph (2)(A), the decedent’s exclusion
amount is $2,000,000.

“(B) INFLATION ADJUSTMENT OF BASIS AD-
JUSTMENT AMOUNTS.—

‘(i) IN GENERAL.—In the case of decedents
dying in a calendar year after 2006, the
$2,000,000 dollar amount in subparagraph (A)
shall be increased by an amount equal to the
product of—

‘(i) such dollar amount, and

‘“(ii) the cost-of-living adjustment deter-
mined under section 1(f)(3) for such calendar
year, determined by substituting ‘2005’ for
‘1992’ in subparagraph (B) thereof.

‘(B) ROUNDING.—If any increase deter-
mined under subparagraph (A) is not a mul-
tiple of $250,000, such increase shall be round-
ed to the next lowest multiple thereof.

‘“(4) UNUSED SPOUSAL EXCLUSION AMOUNT.—
With respect to a decedent whose imme-
diately predeceased spouse died after Decem-
ber 31, 2005, the unused spousal exclusion
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amount for such decedent is equal to the ex-
cess of—

‘““(A) the applicable exclusion amount al-
lowable under this subsection to the estate
of such immediately predeceased spouse,
over

‘““(B) the applicable exclusion amount al-
lowed under this section to the estate of
such immediately predeceased spouse.”’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 2005.

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)@), 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 ..............ceueens $1,375,000
2007 and 2008 . $1,625,000
2009 ...oiiiiiiienns $2,375,000
2010 or thereafter ...... $3,375,000.

“(C) APPLICABLE UNUSED SPOUSAL DEDUC-
TION AMOUNT.—With respect to a decedent
whose immediately predeceased spouse died
after December 31, 2001, and the estate of
such immediately predeceased spouse met
the requirements of subsection (b)(1), the ap-
plicable unused spousal deduction amount
for such decedent is equal to the excess of—

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

‘(ii) the sum of—

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

‘“(IT) the amount of any increase in such
estate’s unified credit under paragraph (3)(B)
which was allowed to such estate.”.

(b) CONFORMING AMENDMENTS.—Section
2057(a)(3)(B) is amended—

(1) by striking ‘‘$675,000”’ both places it ap-
pears and inserting ‘‘the applicable deduc-
tion amount’’, and

(2) by striking ¢‘$675,000" in the heading and
inserting ‘‘APPLICABLE DEDUCTION AMOUNT”’.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 2001.

SEC. 503. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VI—PENSION AND INDIVIDUAL RE-

TIREMENT ARRANGEMENT PROVISIONS
Subtitle A—Individual Retirement Accounts
SEC. 601. MODIFICATION OF IRA CONTRIBUTION

LIMITS.

(a) INCREASE IN CONTRIBUTION LIMIT.—

(1) IN GENERAL.—Paragraph (1)(A) of sec-
tion 219(b) (relating to maximum amount of
deduction) is amended by striking ‘‘$2,000”’
and inserting ‘‘the deductible amount’’.

(2) DEDUCTIBLE AMOUNT.—Section 219(b) is
amended by adding at the end the following
new paragraph:

‘“(6) DEDUCTIBLE AMOUNT.—For purposes of
paragraph (1)(A), the deductible amount
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shall be determined in accordance with the
following table:

“For taxable years be- The deductible

ginning in: amount is:
2002 through 2005 ................. $2,500
2006 and thereafter .............. $3,000.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 408(a)(1) is amended by striking
“in excess of $2,000 on behalf of any indi-
vidual”’ and inserting ‘‘on behalf of any indi-
vidual in excess of the amount in effect for
such taxable year under section 219(b)(1)(A)”’.

(2) Section 408(b)(2)(B) is amended by strik-
ing ‘$2,000 and inserting ‘‘the dollar
amount in effect under section 219(b)(1)(A)”.

(3) Section 408(b) is amended by striking
¢“$2,000” in the matter following paragraph
(4) and inserting ‘‘the dollar amount in effect
under section 219(b)(1)(A)’’.

(4) Section 408(j) is amended by striking
°$2,000"°.

(5) Section 408(p)(8) is amended by striking
¢“$2,000” and inserting ‘‘the dollar amount in
effect under section 219(b)(1)(A)’.

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

SEC. 602. DEEMED IRAS UNDER EMPLOYER
PLANS.

(a) IN GENERAL.—Section 408 (relating to
individual retirement accounts) is amended
by redesignating subsection (q) as subsection
(r) and by inserting after subsection (p) the
following new subsection:

‘(q) DEEMED IRAS UNDER QUALIFIED EM-
PLOYER PLANS.—

‘(1) GENERAL RULE.—If—

‘““(A) a qualified employer plan elects to
allow employees to make voluntary em-
ployee contributions to a separate account
or annuity established under the plan, and

‘(B) under the terms of the qualified em-
ployer plan, such account or annuity meets
the applicable requirements of this section
or section 408A for an individual retirement
account or annuity,

then such account or annuity shall be treat-
ed for purposes of this title in the same man-
ner as an individual retirement plan and not
as a qualified employer plan (and contribu-
tions to such account or annuity as contribu-
tions to an individual retirement plan and
not to the qualified employer plan). For pur-
poses of subparagraph (B), the requirements
of subsection (a)(b) shall not apply.

‘(2) SPECIAL RULES FOR QUALIFIED EM-
PLOYER PLANS.—For purposes of this title, a
qualified employer plan shall not fail to
meet any requirement of this title solely by
reason of establishing and maintaining a
program described in paragraph (1).

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

““(A) QUALIFIED EMPLOYER PLAN.—The term
‘qualified employer plan’ has the meaning
given such term by section T2(p)(4); except
such term shall only include an eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)) which is maintained by an eligi-
ble employer described in section
457(e)(1)(A).

“(B) VOLUNTARY EMPLOYEE CONTRIBUTION.—
The term ‘voluntary employee contribution’
means any contribution (other than a man-
datory contribution within the meaning of
section 411(c)(2)(C))—

‘(i) which is made by an individual as an
employee under a qualified employer plan
which allows employees to elect to make
contributions described in paragraph (1), and

‘‘(ii) with respect to which the individual
has designated the contribution as a con-
tribution to which this subsection applies.”.

(b) AMENDMENT OF ERISA.—

(1) IN GENERAL.—Section 4 of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1003) is amended by adding at the end
the following new subsection:
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‘‘(c) If a pension plan allows an employee
to elect to make voluntary employee con-
tributions to accounts and annuities as pro-
vided in section 408(q) of the Internal Rev-
enue Code of 1986, such accounts and annu-
ities (and contributions thereto) shall not be
treated as part of such plan (or as a separate
pension plan) for purposes of any provision of
this title other than section 403(c), 404, or 405
(relating to exclusive benefit, and fiduciary
and co-fiduciary responsibilities).”’.

(2) CONFORMING AMENDMENT.—Section 4(a)
of such Act (29 U.S.C. 1003(a)) is amended by
inserting ‘‘or (c)”’ after ‘‘subsection (b)”’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to plan
years beginning after December 31, 2002.

SEC. 603. TAX-FREE DISTRIBUTIONS FROM INDI-
VIDUAL RETIREMENT ACCOUNTS
FOR CHARITABLE PURPOSES.

(a) IN GENERAL.—Subsection (d) of section
408 (relating to individual retirement ac-
counts) is amended by adding at the end the
following new paragraph:

‘“(8) DISTRIBUTIONS FOR CHARITABLE PUR-
POSES.—

‘‘(A) IN GENERAL.—In the case of a qualified
charitable distribution from an individual
retirement account to an organization de-
scribed in section 170(c), no amount shall be
includible in the gross income of the account
holder or beneficiary.

‘(B) SPECIAL RULES RELATING TO CHARI-
TABLE REMAINDER TRUSTS, POOLED INCOME
FUNDS, AND CHARITABLE GIFT ANNUITIES.—

‘(i) IN GENERAL.—In the case of a qualified
charitable distribution from an individual
retirement account—

‘“(I) to a charitable remainder annuity
trust or a charitable remainder unitrust (as
such terms are defined in section 664(d)),

““(IT) to a pooled income fund (as defined in
section 642(c)(b)), or

‘“(III) for the issuance of a charitable gift
annuity (as defined in section 501(m)(5)),

no amount shall be includible in gross in-
come of the account holder or beneficiary.
The preceding sentence shall apply only if no
person holds any interest in the amounts in
the trust, fund, or annuity attributable to
such distribution other than one or more of
the following: the individual for whose ben-
efit such account is maintained, the spouse
of such individual, or any organization de-
scribed in section 170(c).

‘(i) DETERMINATION OF INCLUSION OF
AMOUNTS DISTRIBUTED.—In determining the
amount includible in the gross income of the
distributee of a distribution from a trust de-
scribed in clause (i)(I) or an annuity de-
scribed in clause (i)(III), the portion of any
qualified charitable distribution to such
trust or for such annuity which would (but
for this subparagraph) have been includible
in gross income—

“(I) in the case of any such trust, shall be
treated as income described in section
664(b)(1), or

“(IT) in the case of any such annuity, shall
not be treated as an investment in the con-
tract.

“(iii) NO INCLUSION FOR DISTRIBUTION TO
POOLED INCOME FUND.—No amount shall be
includible in the gross income of a pooled in-
come fund (as so defined) by reason of a
qualified charitable distribution to such
fund.

¢(C) QUALIFIED CHARITABLE DISTRIBUTION.—
For purposes of this paragraph, the term
‘qualified charitable distribution’ means any
distribution from an individual retirement
account—

‘(i) which is made on or after the date that
the individual for whose benefit the account
is maintained has attained age 70%, and

‘“(ii) which is a charitable contribution (as
defined in section 170(c)) made directly from
the account to—
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‘(I) an organization described in section
170(c), or

‘“(IT) a trust, fund, or annuity described in
subparagraph (B).

‘(D) DENIAL OF DEDUCTION.—The amount
allowable as a deduction to the taxpayer for
the taxable year under section 170 (before the
application of section 170(b)) for qualified
charitable distributions shall be reduced (but
not below zero) by the sum of the amounts of
the qualified charitable distributions during
such year which (but for this paragraph)
would have been includible in the gross in-
come of the taxpayer for such year.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 2009.

Subtitle B—Expanding Coverage
SEC. 611. PLAN LOANS FOR SUBCHAPTER S OWN-
ERS, PARTNERS, AND SOLE PROPRI-
ETORS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 4975(f)(6) (relating to exemptions not to
apply to certain transactions) is amended by
adding at the end the following new clause:

‘/(iii) LOAN EXCEPTION.—For purposes of
subparagraph (A)(i), the term ‘owner-em-
ployee’ shall only include a person described
in subclause (IT) or (III) of clause (i).”.

(b) AMENDMENT OF ERISA.—Section
408(d)(2) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1108(d)(2)) is
amended by adding at the end the following
new subparagraph:

‘“(C) For purposes of paragraph (1)(A), the
term ‘owner-employee’ shall only include a
person described in clause (ii) or (iii) of sub-
paragraph (A).”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 612. MODIFICATION OF TOP-HEAVY RULES.

(a) SIMPLIFICATION OF DEFINITION OF KEY
EMPLOYEE.—

(1) IN GENERAL.—Section 416(i)(1)(A) (defin-
ing key employee) is amended—

(A) by striking ‘“‘or any of the 4 preceding
plan years’ in the matter preceding clause
@

(B) by striking clause (i) and inserting the
following:

‘“(i) an officer of the employer having an
annual compensation greater than the
amount in effect under section 414(q)(1)(B)(1)
for such plan year,’’;

(C) by striking clause (ii) and redesig-
nating clauses (iii) and (iv) as clauses (ii) and
(iii), respectively;

(D) by striking the second sentence in the
matter following clause (iii), as redesignated
by subparagraph (C); and

(E) by adding at the end the following:
“For purposes of this subparagraph, in the
case of an employee who is not employed
during the preceding plan year or is em-
ployed for a portion of such year, such em-
ployee shall be treated as a key employee if
it can be reasonably anticipated that such
employee will be described in 1 of the pre-
ceding clauses for the current plan year.”.

2) CONFORMING AMENDMENT.—Section
416(1)(1)(B)(iii) is amended by striking ‘‘and
subparagraph (A)@i)”.

(b) MATCHING CONTRIBUTIONS TAKEN INTO
ACCOUNT FOR MINIMUM CONTRIBUTION RE-
QUIREMENTS.—Section 416(c)(2)(A) (relating
to defined contribution plans) is amended by
adding at the end the following: ‘‘Employer
matching contributions (as defined in sec-
tion 401(m)(4)(A)) shall be taken into account
for purposes of this subparagraph.”’.

(¢) DISTRIBUTIONS DURING LAST YEAR BE-
FORE DETERMINATION DATE TAKEN INTO AcC-
COUNT.—

(1) IN GENERAL.—Paragraph (3) of section
416(g) is amended to read as follows:
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‘‘(3) DISTRIBUTIONS DURING LAST YEAR BE-
FORE DETERMINATION DATE TAKEN INTO AC-
COUNT.—

‘““(A) IN GENERAL.—For purposes of deter-
mining—

‘‘(i) the present value of the cumulative ac-
crued benefit for any employee, or

‘“(ii) the amount of the account of any em-
ployee,
such present value or amount shall be in-
creased by the aggregate distributions made
with respect to such employee under the
plan during the 1-year period ending on the
determination date. The preceding sentence
shall also apply to distributions under a ter-
minated plan which if it had not been termi-
nated would have been required to be in-
cluded in an aggregation group.

‘(B) 5-YEAR PERIOD IN CASE OF IN-SERVICE
DISTRIBUTION.—In the case of any distribu-
tion made for a reason other than separation
from service, death, or disability, subpara-
graph (A) shall be applied by substituting ‘5-
year period’ for ‘l1-year period’.”.

(2) BENEFITS NOT TAKEN INTO ACCOUNT.—
Subparagraph (E) of section 416(g)(4) is
amended—

(A) by striking ‘“LAST 5 YEARS’’ in the head-
ing and inserting ‘‘LAST YEAR BEFORE DETER-
MINATION DATE’’; and

(B) by striking ‘‘b-year period” and insert-
ing ‘‘l1-year period”.

(d) FROZEN PLAN EXEMPT FROM MINIMUM
BENEFIT REQUIREMENT.—Subparagraph (C) of
section 416(c)(1) (relating to defined benefit
plans) is amended—

(A) by striking ‘‘clause (ii)”’ in clause (i)
and inserting ‘‘clause (ii) or (iii)’’; and

(B) by adding at the end the following:

¢(iii) EXCEPTION FOR FROZEN PLAN.—For
purposes of determining an employee’s years
of service with the employer, any service
with the employer shall be disregarded to

the extent that such service occurs during a

plan year when the plan benefits (within the

meaning of section 410(b)) no key employee
or former key employee.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 613. ELECTIVE DEFERRALS NOT TAKEN
INTO ACCOUNT FOR PURPOSES OF
DEDUCTION LIMITS.

(a) IN GENERAL.—Section 404 (relating to
deduction for contributions of an employer
to an employees’ trust or annuity plan and
compensation under a deferred payment
plan) is amended by adding at the end the
following new subsection:

‘“(n) ELECTIVE DEFERRALS NOT TAKEN INTO
ACCOUNT FOR PURPOSES OF DEDUCTION LIM-
ITS.—

‘(1) IN GENERAL.—The applicable percent-
age of the amount of any elective deferrals
(as defined in section 402(g)(3)) shall not be
subject to any limitation contained in para-
graph (3), (7), or (9) of subsection (a), and
such elective deferrals shall not be taken
into account in applying any such limitation
to any other contributions.

‘(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1), the applicable per-
centage shall be determined in accordance
with the following table:

“For taxable years be- The applicable

ginning in: percentage is:

2002 through 2010 ................ 25 percent
2011 and thereafter .. 100 percent.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 614. REPEAL OF COORDINATION REQUIRE-
MENTS FOR DEFERRED COMPENSA-
TION PLANS OF STATE AND LOCAL
GOVERNMENTS AND TAX-EXEMPT
ORGANIZATIONS.

(a) IN GENERAL.—Subsection (c) of section
457 (relating to deferred compensation plans
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of State and local governments and tax-ex-

empt organizations) is amended to read as

follows:

‘‘(¢) LIMITATION.—The maximum amount of
the compensation of any one individual
which may be deferred under subsection (a)
during any taxable year shall not exceed the
amount in effect under subsection (b)(2)(A)
(as modified by any adjustment provided
under subsection (b)(3)).”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 2001.

SEC. 615. DEDUCTION LIMITS.

(a) MODIFICATION OF LIMITS.—

(1) STOCK BONUS AND PROFIT SHARING
TRUSTS.—

(A) IN GENERAL.—Subclause (I) of section
404(a)(3)(A)(1) (relating to stock bonus and
profit sharing trusts) is amended by striking
15 percent’’ and inserting ‘‘25 percent’’.

(B) CONFORMING AMENDMENT.—Subpara-
graph (C) of section 404(h)(1) is amended by
striking ‘‘15 percent’’ each place it appears
and inserting ‘‘25 percent’’.

(2) DEFINED CONTRIBUTION PLANS.—

(A) IN GENERAL.—Clause (v) of section
404(a)(3)(A) (relating to stock bonus and prof-
it sharing trusts) is amended to read as fol-
lows:

‘(v) DEFINED CONTRIBUTION PLANS SUBJECT
TO THE FUNDING STANDARDS.—Except as pro-
vided by the Secretary, a defined contribu-
tion plan which is subject to the funding
standards of section 412 shall be treated in
the same manner as a stock bonus or profit-
sharing plan for purposes of this subpara-
graph.”’

(B) CONFORMING AMENDMENTS.—

(i) Section 404(a)(1)(A) is amended by in-
serting ‘‘(other than a trust to which para-
graph (3) applies)’’ after ‘‘pension trust’.

(ii) Section 404(h)(2) is amended by striking
“‘stock bonus or profit-sharing trust’ and in-
serting “trust subject to subsection
(a)(3)(A)”.

(iii) The heading of section 404(h)(2) is
amended by striking ‘‘STOCK BONUS AND
PROFIT-SHARING TRUST’’ and inserting ‘‘CER-
TAIN TRUSTS”’.

(b) COMPENSATION.—

(1) IN GENERAL.—Section 404(a) (relating to
general rule) is amended by adding at the
end the following:

‘(12) DEFINITION OF COMPENSATION.—For
purposes of paragraphs (3), (7), (8), and (9),
the term ‘compensation’ shall include
amounts treated as ‘participant’s compensa-
tion’ under subparagraph (C) or (D) of sec-
tion 415(¢c)(3).”.

(2) CONFORMING AMENDMENTS.—

(A) Subparagraph (B) of section 404(a)(3) is
amended by striking the last sentence there-
of.

(B) Clause (i) of section 4972(c)(6)(B) is
amended by striking ‘‘(within the meaning of
section 404(a))” and inserting ‘‘(within the
meaning of section 404(a) and as adjusted
under section 404(a)(12))’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 616. OPTION TO TREAT ELECTIVE DEFER-
RALS AS AFTER-TAX ROTH CON-
TRIBUTIONS.

(a) IN GENERAL.—Subpart A of part I of
subchapter D of chapter 1 (relating to de-
ferred compensation, etc.) is amended by in-
serting after section 402 the following new
section:

“SEC. 402A. OPTIONAL TREATMENT OF ELECTIVE
DEFERRALS AS ROTH CONTRIBU-
TIONS.

‘‘(a) GENERAL RULE.—If an applicable re-
tirement plan includes a qualified Roth con-
tribution program—

‘(1) any designated Roth contribution
made by an employee pursuant to the pro-
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gram shall be treated as an elective deferral
for purposes of this chapter, except that such
contribution shall not be excludable from
gross income, and

‘“(2) such plan (and any arrangement which
is part of such plan) shall not be treated as
failing to meet any requirement of this chap-
ter solely by reason of including such pro-
gram.

“(b) QUALIFIED ROTH CONTRIBUTION PRO-
GRAM.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified Roth
contribution program’ means a program
under which an employee may elect to make
designated Roth contributions in lieu of all
or a portion of elective deferrals the em-
ployee is otherwise eligible to make under
the applicable retirement plan.

‘(2) SEPARATE ACCOUNTING REQUIRED.—A
program shall not be treated as a qualified
Roth contribution program unless the appli-
cable retirement plan—

“(A) establishes separate accounts (‘des-
ignated Roth accounts’) for the designated
Roth contributions of each employee and
any earnings properly allocable to the con-
tributions, and

“(B) maintains separate recordkeeping
with respect to each account.

‘“(c) DEFINITIONS AND RULES RELATING TO
DESIGNATED ROTH CONTRIBUTIONS.—For pur-
poses of this section—

‘(1) DESIGNATED ROTH CONTRIBUTION.—The
term ‘designated Roth contribution’ means
any elective deferral which—

‘“(A) is excludable from gross income of an
employee without regard to this section, and

‘“(B) the employee designates (at such time
and in such manner as the Secretary may
prescribe) as not being so excludable.

‘“(2) DESIGNATION LIMITS.—The amount of
elective deferrals which an employee may
designate under paragraph (1) shall not ex-
ceed the excess (if any) of—

‘““(A) the maximum amount of elective de-
ferrals excludable from gross income of the
employee for the taxable year (without re-
gard to this section), over

“(B) the aggregate amount of elective de-
ferrals of the employee for the taxable year
which the employee does not designate under
paragraph (1).

““(3) ROLLOVER CONTRIBUTIONS.—

‘“(A) IN GENERAL.—A rollover contribution
of any payment or distribution from a des-
ignated Roth account which is otherwise al-
lowable under this chapter may be made
only if the contribution is to—

‘(i) another designated Roth account of
the individual from whose account the pay-
ment or distribution was made, or

“(i1) a Roth IRA of such individual.

¢“(B) COORDINATION WITH LIMIT.—Any roll-
over contribution to a designated Roth ac-
count under subparagraph (A) shall not be
taken into account for purposes of paragraph
@.

‘(d) DISTRIBUTION RULES.—For purposes of
this title—

‘(1) EXCLUSION.—Any qualified distribu-
tion from a designated Roth account shall
not be includible in gross income.

‘“(2) QUALIFIED DISTRIBUTION.—For purposes
of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified dis-
tribution’ has the meaning given such term
by section 408A(d)(2)(A) (without regard to
clause (iv) thereof).

“(B) DISTRIBUTIONS WITHIN NONEXCLUSION
PERIOD.—A payment or distribution from a
designated Roth account shall not be treated
as a qualified distribution if such payment or
distribution is made within the 5-taxable-
yvear period beginning with the earlier of—

‘(i) the first taxable year for which the in-
dividual made a designated Roth contribu-
tion to any designated Roth account estab-
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lished for such individual under the same ap-
plicable retirement plan, or

‘‘(ii) if a rollover contribution was made to
such designated Roth account from a des-
ignated Roth account previously established
for such individual under another applicable
retirement plan, the first taxable year for
which the individual made a designated Roth
contribution to such previously established
account.

¢(C) DISTRIBUTIONS OF EXCESS DEFERRALS
AND CONTRIBUTIONS AND EARNINGS THEREON.—
The term ‘qualified distribution’ shall not
include any distribution of any excess defer-
ral under section 402(g)(2) or any excess con-
tribution under section 401(k)(8), and any in-
come on the excess deferral or contribution.

‘(3) TREATMENT OF DISTRIBUTIONS OF CER-
TAIN EXCESS DEFERRALS.—Notwithstanding
section 72, if any excess deferral under sec-
tion 402(g)(2) attributable to a designated
Roth contribution is not distributed on or
before the 1st April 15 following the close of
the taxable year in which such excess defer-
ral is made, the amount of such excess defer-
ral shall—

“(A) not be treated as investment in the
contract, and

‘“(B) be included in gross income for the
taxable year in which such excess is distrib-
uted.

‘“(4) AGGREGATION RULES.—Section 72 shall
be applied separately with respect to dis-
tributions and payments from a designated
Roth account and other distributions and
payments from the plan.

‘‘(e) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) APPLICABLE RETIREMENT PLAN.—The
term ‘applicable retirement plan’ means—

““(A) an employees’ trust described in sec-
tion 401(a) which is exempt from tax under
section 501(a), and

‘(B) a plan under which amounts are con-
tributed by an individual’s employer for an
annuity contract described in section 403(b).

‘“(2) ELECTIVE DEFERRAL.—The term ‘elec-
tive deferral’ means any elective deferral de-
scribed in subparagraph (A) or (C) of section
402(2)(3).”.

(b) EXCESS DEFERRALS.—Section 402(g) (re-
lating to limitation on exclusion for elective
deferrals) is amended—

(1) by adding at the end of paragraph (1)(A)
(as added by section 201(c)(1)) the following
new sentence: ‘“The preceding sentence shall
not apply the portion of such excess as does
not exceed the designated Roth contribu-
tions of the individual for the taxable year.”’;
and

(2) by inserting ‘‘(or would be included but
for the last sentence thereof)’ after ‘‘para-
graph (1) in paragraph (2)(A).

(c) ROLLOVERS.—Subparagraph (B) of sec-

tion 402(c)(8) is amended by adding at the end
the following:
“If any portion of an eligible rollover dis-
tribution is attributable to payments or dis-
tributions from a designated Roth account
(as defined in section 402A), an eligible re-
tirement plan with respect to such portion
shall include only another designated Roth
account and a Roth IRA.”.

(d) REPORTING REQUIREMENTS.—

(1) W-2 INFORMATION.—Section 6051(a)(8) is
amended by inserting ¢, including the
amount of designated Roth contributions (as
defined in section 402A)” before the comma
at the end.

(2) INFORMATION.—Section 6047 is amended
by redesignating subsection (f) as subsection
(g) and by inserting after subsection (e) the
following new subsection:

“(f) DESIGNATED ROTH CONTRIBUTIONS.—
The Secretary shall require the plan admin-
istrator of each applicable retirement plan
(as defined in section 402A) to make such re-
turns and reports regarding designated Roth
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contributions (as defined in section 402A) to
the Secretary, participants and beneficiaries
of the plan, and such other persons as the
Secretary may prescribe.”’.

(e) CONFORMING AMENDMENTS.—

(1) Section 408A(e) is amended by adding
after the first sentence the following new

sentence: ‘“Such term includes a rollover
contribution described in section
402A(c)(3)(A).”.

(2) The table of sections for subpart A of
part I of subchapter D of chapter 1 is amend-
ed by inserting after the item relating to
section 402 the following new item:
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‘““Sec. 402A. Optional treatment of elective

deferrals as Roth contribu-
tions.”.
(f) EFFECTIVE DATE.—The amendments

made by this section shall apply to taxable

years beginning after December 31, 2003.

SEC. 617. NONREFUNDABLE CREDIT TO CERTAIN
INDIVIDUALS FOR ELECTIVE DEFER-
RALS AND IRA CONTRIBUTIONS.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 25A the following new
section:
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“SEC. 25B. ELECTIVE DEFERRALS AND IRA CON-
TRIBUTIONS BY CERTAIN INDIVID-
UALS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an eligible individual, there shall be allowed
as a credit against the tax imposed by this
subtitle for the taxable year an amount
equal to the applicable percentage of so
much of the qualified retirement savings
contributions of the eligible individual for
the taxable year as do not exceed $2,000.

‘“(b) APPLICABLE PERCENTAGE.—For pur-
poses of this section, the applicable percent-
age is the percentage determined in accord-
ance with the following table:

Adjusted Gross Income

Joint return

Head of a household

All other cases Applicable percentage

Over Not over Over Not over Over Not over
$0 $30,000 $0 $22,500 $0 $15,000 50
30,000 32,500 22,500 24,375 15,000 16,250 20
32,500 50,000 24,375 37,500 16,250 25,000 10
50,000 o 37,500 25,000 s 0

‘‘(¢) ELIGIBLE INDIVIDUAL.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible indi-
vidual’ means any individual if such indi-
vidual has attained the age of 18 as of the
close of the taxable year.

‘(2) DEPENDENTS AND FULL-TIME STUDENTS
NOT ELIGIBLE.—The term ‘eligible individual’
shall not include—

““(A) any individual with respect to whom
a deduction under section 151 is allowed to
another taxpayer for a taxable year begin-
ning in the calendar year in which such indi-
vidual’s taxable year begins, and

“(B) any individual who is a student (as de-
fined in section 151(c)(4)).

‘(d) QUALIFIED RETIREMENT SAVINGS CON-
TRIBUTIONS.—For purposes of this section—

‘(1) IN GENERAL.—The term ‘qualified re-
tirement savings contributions’ means, with
respect to any taxable year, the sum of—

““(A) the amount of the qualified retire-
ment contributions (as defined in section
219(e)) made by the eligible individual,

“(B) the amount of—

‘(i) any elective deferrals (as defined in
section 402(g)(3)) of such individual, and

‘‘(ii) any elective deferral of compensation
by such individual under an eligible deferred
compensation plan (as defined in section
457(b)) of an eligible employer described in
section 457(e)(1)(A), and

‘“(C) the amount of voluntary employee
contributions by such individual to any
qualified retirement plan (as defined in sec-
tion 4974(c)).

‘“(2) REDUCTION FOR CERTAIN DISTRIBU-
TIONS.—

‘““(A) IN GENERAL.—The qualified retire-
ment savings contributions determined

under paragraph (1) shall be reduced (but not
below zero) by the sum of—

‘(i) any distribution from a qualified re-
tirement plan (as defined in section 4974(c)),
or from an eligible deferred compensation
plan (as defined in section 457(b)), received
by the individual during the testing period
which is includible in gross income, and

‘‘(ii) any distribution from a Roth IRA re-
ceived by the individual during the testing
period which is not a qualified rollover con-
tribution (as defined in section 408A(e)) to a
Roth IRA.

‘(B) TESTING PERIOD.—For purposes of sub-
paragraph (A), the testing period, with re-
spect to a taxable year, is the period which
includes—

‘(i) such taxable year,

‘“(ii) the 2 preceding taxable years, and

‘‘(iii) the period after such taxable year
and before the due date (including exten-

sions) for filing the return of tax for such
taxable year.

¢(C) EXCEPTED DISTRIBUTIONS.—There shall
not be taken into account under subpara-
graph (A)—

‘(i) any distribution referred to in section
72(p), 401(k)(8), 401(m)(6), 402(g)(2), 404(k), or
408(d)(4), and

‘“(ii) any distribution to which section
408A(d)(3) applies.

‘(D) TREATMENT OF DISTRIBUTIONS RE-
CEIVED BY SPOUSE OF INDIVIDUAL.—For pur-
poses of determining distributions received
by an individual under subparagraph (A) for
any taxable year, any distribution received
by the spouse of such individual shall be
treated as received by such individual if such
individual and spouse file a joint return for
such taxable year and for the taxable year
during which the spouse receives the dis-
tribution.

‘“(e) ADJUSTED GROSS INCOME.—For pur-
poses of this section, adjusted gross income
shall be determined without regard to sec-
tions 911, 931, and 933.

“(f) INVESTMENT IN THE CONTRACT.—Not-
withstanding any other provision of law, a
qualified retirement savings contribution
shall not fail to be included in determining
the investment in the contract for purposes
of section 72 by reason of the credit under
this section.

“‘(g) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 2006.”".

(b) CREDIT ALLOWED AGAINST REGULAR TAX
AND ALTERNATIVE MINIMUM TAX.—

(1) IN GENERAL.—Section 25B, as added by
subsection (a), is amended by inserting after
subsection (f) the following new subsection:

“(g) LIMITATION BASED ON AMOUNT OF
TAX.—The aggregate credit allowed by this
section for the taxable year shall not exceed
the sum of—

‘(1) the taxpayer’s regular tax liability for
the taxable year reduced by the sum of the
credits allowed by sections 21, 22, 23, 24, 25,
and 25A plus

‘“(2) the tax imposed by section 55 for such
taxable year.”

(2) CONFORMING AMENDMENTS.—

(A) Section 26(a)(1), as amended by section
201, is amended by inserting ‘‘or section 25B”’
after ‘‘section 24”.

(B) Section 23(c), as amended by section
201, is amended by striking ‘‘sections 24’ and
inserting ‘‘sections 24, 25B,.

(C) Section 25(e)(1)(C), as amended by sec-
tion 201, is amended by inserting ‘‘25B,”’ after
€24,

(D) Section 904(h), as amended by section
201, is amended by inserting ‘‘or 25B’’ after
‘‘section 24.

(E) Section 1400C(d), as amended by section
201, is amended by inserting ‘‘and section
25B’ after ‘‘section 24”.

(c) CONFORMING AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 25A the
following new item:

‘“Sec. 256B. Elective deferrals and IRA con-
tributions by certain individ-
uals.”

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

SEC. 618. CREDIT FOR QUALIFIED PENSION PLAN
CONTRIBUTIONS OF SMALL EM-
PLOYERS.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at
the end the following new section:
“SEC. 45E. SMALL EMPLOYER PENSION

CONTRIBUTIONS.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan contribu-
tion credit determined under this section for
any taxable year is an amount equal to 50
percent of the amount which would (but for
subsection (f)(1)) be allowed as a deduction
under section 404 for such taxable year for
qualified employer contributions made to
any qualified retirement plan on behalf of
any employee who is not a highly com-
pensated employee.

“(b) CREDIT LIMITED TO 3 YEARS.—The
credit allowable by this section shall be al-
lowed only with respect to the period of 3
taxable years beginning with the first tax-
able year for which a credit is allowable with
respect to a plan under this section.

‘“(c) QUALIFIED EMPLOYER CONTRIBUTION.—
For purposes of this section—

‘(1) DEFINED CONTRIBUTION PLANS.—In the
case of a defined contribution plan, the term
‘qualified employer contribution’ means the
amount of nonelective and matching con-
tributions to the plan made by the employer
on behalf of any employee who is not a high-
ly compensated employee to the extent such
amount does not exceed 3 percent of such
employee’s compensation from the employer
for the year.

‘“(2) DEFINED BENEFIT PLANS.—In the case
of a defined benefit plan, the term ‘qualified
employer contribution’ means the amount of
employer contributions to the plan made on

PLAN
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behalf of any employee who is not a highly
compensated employee to the extent that
the accrued benefit of such employee derived
from employer contributions for the year
does not exceed the equivalent (as deter-
mined under regulations prescribed by the
Secretary and without regard to contribu-
tions and benefits under the Social Security
Act) of 3 percent of such employee’s com-
pensation from the employer for the year.

*‘(d) QUALIFIED RETIREMENT PLAN.—

‘(1) IN GENERAL.—The term ‘qualified re-
tirement plan’ means any plan described in
section 401(a) which includes a trust exempt
from tax under section 501(a) if the plan
meets—

‘““(A) the contribution requirements of
paragraph (2),

‘(B) the vesting requirements of paragraph
(3), and

‘“(C) the distribution requirements of para-
graph (4).

¢‘(2) CONTRIBUTION REQUIREMENTS.—

‘““(A) IN GENERAL.—The requirements of
this paragraph are met if, under the plan—

‘(i) the employer is required to make non-
elective contributions of at least 1 percent of
compensation (or the equivalent thereof in
the case of a defined benefit plan) for each
employee who is not a highly compensated
employee who is eligible to participate in
the plan, and

‘‘(ii) allocations of nonelective employer
contributions, in the case of a defined con-
tribution plan, are either in equal dollar
amounts for all employees covered by the
plan or bear a uniform relationship to the
total compensation, or the basic or regular
rate of compensation, of the employees cov-
ered by the plan (and an equivalent require-
ment is met with respect to a defined benefit
plan).

“(B) COMPENSATION LIMITATION.—The com-
pensation taken into account under subpara-
graph (A) for any year shall not exceed the
limitation in effect for such year under sec-
tion 401(a)(17).

‘“(3) VESTING REQUIREMENTS.—The require-
ments of this paragraph are met if the plan
satisfies the requirements of either of the
following subparagraphs:

“‘(A) 3-YEAR VESTING.—A plan satisfies the
requirements of this subparagraph if an em-
ployee who has completed at least 3 years of
service has a nonforfeitable right to 100 per-
cent of the employee’s accrued benefit de-
rived from employer contributions.

‘“(B) 5-YEAR GRADED VESTING.—A plan satis-
fies the requirements of this subparagraph if
an employee has a nonforfeitable right to a
percentage of the employee’s accrued benefit
derived from employer contributions deter-
mined under the following table:

“Years of The nonforfeitable
service: percentage is:
20
40
60
80
100.
‘(4) DISTRIBUTION REQUIREMENTS.—In the
case of a profit-sharing or stock bonus plan,
the requirements of this paragraph are met
if, under the plan, qualified employer con-
tributions are distributable only as provided
in section 401(k)(2)(B).

‘‘(e) OTHER DEFINITIONS.—For purposes of
this section—

(1) ELIGIBLE EMPLOYER.—

““(A) IN GENERAL.—The term ‘eligible em-
ployer’ means, with respect to any year, an
employer which has no more than 20 employ-
ees who received at least $5,000 of compensa-
tion from the employer for the preceding
year.

‘(B) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
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an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘(2) HIGHLY COMPENSATED EMPLOYEE.—The
term ‘highly compensated employee’ has the
meaning given such term by section 414(q)
(determined without regard to section
414(a)(1)(B)(i1)).

“(f) SPECIAL RULES.—

(1) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of
the qualified employer contributions paid or
incurred for the taxable year which is equal
to the credit determined under subsection
(a).

¢(2) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
taxable year if such taxpayer elects to have
this section not apply for such taxable year.

‘“(3) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

‘‘(g) RECAPTURE OF CREDIT ON FORFEITED
CONTRIBUTIONS.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), if any accrued benefit which is
forfeitable by reason of subsection (d)(3) is
forfeited, the employer’s tax imposed by this
chapter for the taxable year in which the for-
feiture occurs shall be increased by 35 per-
cent of the employer contributions from
which such benefit is derived to the extent
such contributions were taken into account
in determining the credit under this section.

‘(2) REALLOCATED CONTRIBUTIONS.—Para-
graph (1) shall not apply to any contribution
which is reallocated by the employer under
the plan to employees who are not highly
compensated employees.”’.

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit) is amended by
striking ‘“‘plus’ at the end of paragraph (12),
by striking the period at the end of para-
graph (13) and inserting ‘‘, plus’’, and by add-
ing at the end the following new paragraph:

‘“(14) in the case of an eligible employer (as
defined in section 45E(e)), the small em-
ployer pension plan contribution credit de-
termined under section 45E(a).”’

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d) is amended by adding at
the end the following new paragraph:

‘“(10) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN CONTRIBUTION CREDIT BEFORE
JANUARY 1, 2003.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan contribution credit determined under
section 45E may be carried back to a taxable
year beginning before January 1, 2003.”"

(2) Subsection (c) of section 196 is amended
by striking ‘“‘and’ at the end of paragraph
(8), by striking the period at the end of para-
graph (9) and inserting ‘‘, and”’, and by add-
ing at the end the following new paragraph:

‘“(10) the small employer pension plan con-
tribution credit determined under section
45E(a).”

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

‘“Sec. 45E. Small employer pension plan con-
tributions.”
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(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions paid or incurred in taxable years begin-
ning after December 31, 2002.

SEC. 619. CREDIT FOR PENSION PLAN STARTUP
COSTS OF SMALL EMPLOYERS.

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

“SEC. 45F. SMALL EMPLOYER PENSION
STARTUP COSTS.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible employer,
the small employer pension plan startup cost
credit determined under this section for any
taxable year is an amount equal to 50 per-
cent of the qualified startup costs paid or in-
curred by the taxpayer during the taxable
year.

‘“(b) DOLLAR LIMITATION.—The amount of
the credit determined under this section for
any taxable year shall not exceed—

‘(1) $500 for the first credit year and each
of the 2 taxable years immediately following
the first credit year, and

‘“(2) zero for any other taxable year.

‘‘(c) ELIGIBLE EMPLOYER.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘eligible em-
ployer’ has the meaning given such term by
section 408(p)(2)(C)(1).

‘(2) REQUIREMENT FOR NEW QUALIFIED EM-
PLOYER PLANS.—Such term shall not include
an employer if, during the 3-taxable year pe-
riod immediately preceding the 1st taxable
year for which the credit under this section
is otherwise allowable for a qualified em-
ployer plan of the employer, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued, for substantially the same employees
as are in the qualified employer plan.

‘‘(d) OTHER DEFINITIONS.—For purposes of
this section—

(1) QUALIFIED STARTUP COSTS.—

‘““(A) IN GENERAL.—The term ‘qualified
startup costs’ means any ordinary and nec-
essary expenses of an eligible employer
which are paid or incurred in connection
with—

‘(i) the establishment or administration of
an eligible employer plan, or

‘“(ii) the retirement-related education of
employees with respect to such plan.

“(B) PLAN MUST HAVE AT LEAST 1 PARTICI-
PANT.—Such term shall not include any ex-
pense in connection with a plan that does
not have at least 1 employee eligible to par-
ticipate who is not a highly compensated
employee.

‘(2) ELIGIBLE EMPLOYER PLAN.—The term
‘eligible employer plan’ means a qualified
employer plan within the meaning of section
4972(d).

“(3) FIRST CREDIT YEAR.—The term ‘first
credit year’ means—

“‘(A) the taxable year which includes the
date that the eligible employer plan to which
such costs relate becomes effective, or

‘“(B) at the election of the eligible em-
ployer, the taxable year preceding the tax-
able year referred to in subparagraph (A).

‘‘(e) SPECIAL RULES.—For purposes of this
section—

‘(1 AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52, or subsection
(n) or (o) of section 414, shall be treated as
one person. All eligible employer plans shall
be treated as 1 eligible employer plan.

¢“(2) DISALLOWANCE OF DEDUCTION.—No de-
duction shall be allowed for that portion of
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the qualified startup costs paid or incurred
for the taxable year which is equal to the
credit determined under subsection (a).

“(3) ELECTION NOT TO CLAIM CREDIT.—This
section shall not apply to a taxpayer for any
taxable year if such taxpayer elects to have
this section not apply for such taxable
year.”

(b) CREDIT ALLOWED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (defining
current year business credit), as amended by
section 618, is amended by striking ‘“‘plus’ at
the end of paragraph (13), by striking the pe-
riod at the end of paragraph (14) and insert-
ing ‘‘, plus”, and by adding at the end the
following new paragraph:

‘“(15) in the case of an eligible employer (as
defined in section 45F(c)), the small em-
ployer pension plan startup cost credit deter-
mined under section 45F(a).”

(c) CONFORMING AMENDMENTS.—

(1) Section 39(d), as amended by section
618(c), is amended by adding at the end the
following new paragraph:

‘(11) NO CARRYBACK OF SMALL EMPLOYER
PENSION PLAN STARTUP COST CREDIT BEFORE
JANUARY 1, 2002.—No portion of the unused
business credit for any taxable year which is
attributable to the small employer pension
plan startup cost credit determined under
section 45F may be carried back to a taxable
year beginning before January 1, 2002.”’

(2) Subsection (c) of section 196, as amend-
ed by section 618(c), is amended by striking
“and” at the end of paragraph (9), by strik-
ing the period at the end of paragraph (10)
and inserting ¢, and’’, and by adding at the
end the following new paragraph:

“(11) the small employer pension plan
startup cost credit determined under section
45F(a).”

(3) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by section 618(c), is amended by
adding at the end the following new item:

‘“Sec. 45F. Small employer
startup costs.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31, 2001, with respect to
qualified employer plans established after
such date.

SEC. 620. ELIMINATION OF USER FEE FOR RE-
QUESTS TO IRS REGARDING NEW
PENSION PLANS.

(a) ELIMINATION OF CERTAIN USER FEES.—
The Secretary of the Treasury or the Sec-
retary’s delegate shall not require payment
of user fees under the program established
under section 10511 of the Revenue Act of
1987 for requests to the Internal Revenue
Service for ruling letters, opinion letters,
and determination letters or similar requests
with respect to the qualified status of a new
pension benefit plan or any trust which is
part of the plan.

(b) NEW PENSION BENEFIT PLAN.—For pur-
poses of this section—

(1) IN GENERAL.—The term ‘‘new pension
benefit plan” means a pension, profit-shar-
ing, stock bonus, annuity, or employee stock
ownership plan which is maintained by one
or more eligible employers if such employer
(or any predecessor employer) has not made
a prior request described in subsection (a) for
such plan (or any predecessor plan).

(2) ELIGIBLE EMPLOYER.—

(A) IN GENERAL.—The term ‘‘eligible em-
ployer’” means an employer which has—

(i) no more than 100 employees for the pre-
ceding year, and

(ii) at least one employee who is not a
highly compensated employee (as defined in
section 414(q)) and is participating in the
plan.

(B) NEW PLAN REQUIREMENT.—The term ‘‘el-
igible employer” shall not include an em-
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ployer if, during the 3-taxable year period
immediately preceding the taxable year in
which the request is made, the employer or
any member of any controlled group includ-
ing the employer (or any predecessor of ei-
ther) established or maintained a qualified
employer plan with respect to which con-
tributions were made, or benefits were ac-
crued for service, for substantially the same
employees as are in the qualified employer
plan.

(¢c) DETERMINATION OF AVERAGE FEES
CHARGED.—For purposes of any determina-
tion of average fees charged, any request to
which subsection (a) applies shall not be
taken into account.

(d) EFFECTIVE DATE.—The provisions of
this section shall apply with respect to re-
quests made after December 31, 2001.

SEC. 621. TREATMENT OF NONRESIDENT ALIENS
ENGAGED IN INTERNATIONAL
TRANSPORTATION SERVICES.

(a) EXCLUSION FROM INCOME SOURCING
RULES.—The second sentence of section
861(a)(3) (relating to gross income from
sources within the United States) is amended
by striking ‘‘except for purposes of sections
79 and 105 and subchapter D,”’.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to remu-
neration for services performed in plan years
beginning after December 31, 2001.

Subtitle C—Enhancing Fairness for Women
SEC. 631. EQUITABLE TREATMENT FOR CON-

TRIBUTIONS OF EMPLOYEES TO DE-
FINED CONTRIBUTION PLANS.

(a) EQUITABLE TREATMENT.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 415(c)(1) (relating to limitation for de-
fined contribution plans) is amended by
striking ‘25 percent’ and inserting ‘‘the ap-
plicable percentage’’.

2) APPLICABLE PERCENTAGE.—Section
415(c) is amended by adding at the end the
following new paragraph:

‘(8) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1)(B), the applicable per-
centage shall be determined in accordance
with the following table:

“For years beginning The applicable

in: percentage is:
2002 through 2010 .............eueenes 50 percent
2011 and thereafter ................. 100.percent.”.

(3) APPLICATION TO SECTION 403(b).—Section
403(b) is amended—

(A) by striking ‘‘the exclusion allowance
for such taxable year’ in paragraph (1) and
inserting ‘‘the applicable limit under section
415",

(B) by striking paragraph (2), and

(C) by inserting ‘‘or any amount received
by a former employee after the fifth taxable
yvear following the taxable year in which
such employee was terminated’ before the
period at the end of the second sentence of
paragraph (3).

(4) CONFORMING AMENDMENTS.—

(A) Subsection (f) of section 72 is amended
by striking ‘‘section 403(b)(2)(D)(iii))”’ and in-
serting ‘‘section 403(b)(2)(D)(iii), as in effect
before the enactment of the Economic Stim-
ulus Tax Cut Act of 2001)"".

(B) Section 404(a)(10)(B) is amended by
striking ¢, the exclusion allowance under
section 403(b)(2),”.

(C) Section 415(a)(2) is amended by striking
¢, and the amount of the contribution for
such portion shall reduce the exclusion al-
lowance as provided in section 403(b)(2)"’.

(D) Section 415(c)(3) is amended by adding
at the end the following new subparagraph:

‘(E) ANNUITY CONTRACTS.—In the case of
an annuity contract described in section
403(b), the term ‘participant’s compensation’
means the participant’s includible com-
pensation determined under section
403(b)(3).”.
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(E) Section 415(c) is amended by striking
paragraph (4).

(F) Section 415(c)(7) is amended to read as
follows:

“(7) CERTAIN CONTRIBUTIONS BY CHURCH
PLANS NOT TREATED AS EXCEEDING LIMIT.—

‘““(A) IN GENERAL.—Notwithstanding any
other provision of this subsection, at the
election of a participant who is an employee
of a church or a convention or association of
churches, including an organization de-
scribed in section 414(e)(3)(B)(ii), contribu-
tions and other additions for an annuity con-
tract or retirement income account de-
scribed in section 403(b) with respect to such
participant, when expressed as an annual ad-
dition to such participant’s account, shall be
treated as not exceeding the limitation of
paragraph (1) if such annual addition is not
in excess of $10,000.

‘“(B) $40,000 AGGREGATE LIMITATION.—The
total amount of additions with respect to
any participant which may be taken into ac-
count for purposes of this subparagraph for
all years may not exceed $40,000.

“(C) ANNUAL ADDITION.—For purposes of
this paragraph, the term ‘annual addition’
has the meaning given such term by para-
graph (2).”.

(G) Subparagraph (B) of section 402(g)(7)
(as redesignated by section 611(c)(3)) is
amended by inserting before the period at
the end the following: ‘‘(as in effect before
the enactment of the Economic Stimulus
Tax Cut Act of 2001)”.

(H) Section 664(g) is amended—

(i) in paragraph (3)(E) by striking ‘“‘limita-
tions under section 415(c)’’ and inserting ‘‘ap-
plicable limitation under paragraph (7)”’, and

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

“(7) APPLICABLE LIMITATION.—

‘““(A) IN GENERAL.—For purposes of para-
graph (3)(E), the applicable limitation under
this paragraph with respect to a participant
is an amount equal to the lesser of—

(i) $30,000, or

‘‘(ii) 256 percent of the participant’s com-
pensation (as defined in section 415(c)(3)).

“(B) COST-OF-LIVING ADJUSTMENT.—The
Secretary shall adjust annually the $30,000
amount under subparagraph (A)(i) at the
same time and in the same manner as under
section 415(d), except that the base period
shall be the calendar quarter beginning Octo-
ber 1, 1993, and any increase under this sub-
paragraph which is not a multiple of $5,000
shall be rounded to the next lowest multiple
of $5,000.”.

(5) EFFECTIVE DATE.—

(A) Except as provided in subparagraph (B),
the amendments made by this subsection
shall apply to years beginning after Decem-
ber 31, 2001.

(B) The amendments made by paragraphs
(3) and (4) shall apply to years beginning
after December 31, 2010.

(b) SPECIAL RULES FOR SECTIONS 403(b) AND
408.—

(1) IN GENERAL.—Subsection (k) of section
415 is amended by adding at the end the fol-
lowing new paragraph:

‘“(4) SPECIAL RULES FOR SECTIONS 403(b) AND
408.—For purposes of this section, any annu-
ity contract described in section 403(b) for
the benefit of a participant shall be treated
as a defined contribution plan maintained by
each employer with respect to which the par-
ticipant has the control required under sub-
section (b) or (c) of section 414 (as modified
by subsection (h)). For purposes of this sec-
tion, any contribution by an employer to a
simplified employee pension plan for an indi-
vidual for a taxable year shall be treated as
an employer contribution to a defined con-
tribution plan for such individual for such
year.”.

(2) EFFECTIVE DATE.—
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(A) IN GENERAL.—The amendment made by
paragraph (1) shall apply to limitation years
beginning after December 31, 2000.

(B) EXCLUSION ALLOWANCE.—Effective for
limitation years beginning in 2001, in the
case of any annuity contract described in
section 403(b) of the Internal Revenue Code
of 1986, the amount of the contribution dis-
qualified by reason of section 415(g) of such
Code shall reduce the exclusion allowance as
provided in section 403(b)(2) of such Code.

(3) MODIFICATION OF 403(b) EXCLUSION AL-
LOWANCE TO CONFORM TO 415 MODIFICATION.—
The Secretary of the Treasury shall modify
the regulations regarding the exclusion al-
lowance under section 403(b)(2) of the Inter-
nal Revenue Code of 1986 to render void the
requirement that contributions to a defined
benefit pension plan be treated as previously
excluded amounts for purposes of the exclu-
sion allowance. For taxable years beginning
after December 31, 2000, such regulations
shall be applied as if such requirement were
void.

(c) DEFERRED COMPENSATION PLANS OF
STATE AND LOCAL GOVERNMENTS AND TAX-EX-
EMPT ORGANIZATIONS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 457(b)(2) (relating to salary limitation
on eligible deferred compensation plans) is
amended by striking ‘335 percent’” and in-
serting ‘‘the applicable percentage”’.

(2) APPLICABLE PERCENTAGE.—Section 457 is
amended by adding at the end the following
new subsection:

“(h) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (b)(2)(A), the applicable
percentage shall be determined in accord-
ance with the following table:

“For years beginning The applicable

in: percentage is:
2002 through 2010 ................... 50 percent

2011 and thereafter ...100 percent.”’.

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

SEC. 632. FASTER VESTING OF CERTAIN EM-
PLOYER MATCHING CONTRIBU-
TIONS.

(a) IN GENERAL.—Section 411(a) (relating to
minimum vesting standards) is amended—

(1) in paragraph (2), by striking ‘“A plan”’
and inserting ‘‘Except as provided in para-
graph (12), a plan’’; and

(2) by adding at the end the following:

‘(12) FASTER VESTING FOR MATCHING CON-
TRIBUTIONS.—In the case of matching con-
tributions (as defined in section
401(m)(4)(A)), paragraph (2) shall be applied—

“(A) by substituting ‘3 years’ for ‘56 years’
in subparagraph (A), and

‘“(B) by substituting the following table for
the table contained in subparagraph (B):

The nonforfeitable

“Years of service:

100.”.

(b) AMENDMENT OF ERISA.—Section 203(a)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1053(a)) is amend-
ed—

(1) in paragraph (2), by striking ‘A plan”
and inserting ‘‘Except as provided in para-
graph (4), a plan”’, and

(2) by adding at the end the following:

‘“(4) In the case of matching contributions
(as defined in section 401(m)(4)(A) of the In-
ternal Revenue Code of 1986), paragraph (2)
shall be applied—

“(A) by substituting ‘3 years’ for ‘6 years’
in subparagraph (A), and

‘(B) by substituting the following table for
the table contained in subparagraph (B):

The nonforfeitable
“Years of service: percentage is:
2 20
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The nonforfeitable

“Years of service: percentage is:

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to contributions for plan
years beginning after December 31, 2001.

(2) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to
one or more collective bargaining agree-
ments between employee representatives and
one or more employers ratified by the date of
the enactment of this Act, the amendments
made by this section shall not apply to con-
tributions on behalf of employees covered by
any such agreement for plan years beginning
before the earlier of—

(A) the later of—

(i) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof on or after such date of the enact-
ment); or

(ii) January 1, 2002; or

(B) January 1, 2006.

(3) SERVICE REQUIRED.—With respect to any
plan, the amendments made by this section
shall not apply to any employee before the
date that such employee has 1 hour of serv-
ice under such plan in any plan year to
which the amendments made by this section
apply.

SEC. 633. MODIFICATIONS TO
TRIBUTION RULES.

(a) LIFE EXPECTANCY TABLES.—The Sec-
retary of the Treasury shall modify the life
expectancy tables under the regulations re-
lating to minimum distribution require-
ments under sections 401(a)(9), 408(a)(6) and
(b)(3), 403(b)(10), and 457(d)(2) of the Internal
Revenue Code to reflect current life expect-
ancy.

(b) REPEAL OF RULE WHERE DISTRIBUTIONS
HAD BEGUN BEFORE DEATH OCCURS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 401(a)(9) is amended by striking clause
(i) and redesignating clauses (ii), (iii), and
(iv) as clauses (i), (ii), and (iii), respectively.

(2) CONFORMING CHANGES.—

(A) Clause (i) of section 401(a)(9)(B) (as so
redesignated) is amended—

(i) by striking ‘“‘FOR OTHER CASES’ in the
heading; and

(ii) by striking ‘‘the distribution of the em-
ployee’s interest has begun in accordance
with subparagraph (A)(ii)”’ and inserting ‘‘his
entire interest has been distributed to him’.

(B) Clause (ii) of section 401(a)(9)(B) (as so
redesignated) is amended by striking ‘‘clause
(ii)”’ and inserting ‘‘clause (i)”.

(C) Clause (iii) of section 401(a)(9)(B) (as so
redesignated) is amended—

(i) by striking ‘‘clause (iii)(I)”’ and insert-
ing ‘“‘clause (ii)(I)’;

(ii) by striking ‘‘clause (iii)(III)’ in sub-
clause (I) and inserting ‘‘clause (ii)(III)’’;

(iii) by striking ‘‘the date on which the em-
ployee would have attained age 70%2,” in sub-
clause (I) and inserting ‘““April 1 of the cal-
endar year following the calendar year in
which the spouse attains 70v2,”’; and

(iv) by striking ‘‘the distributions to such
spouse begin,” in subclause (II) and inserting
“his entire interest has been distributed to
him,”.

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by
this subsection shall apply to years begin-
ning after December 31, 2001.

(B) DISTRIBUTIONS TO SURVIVING SPOUSE.—

(i) IN GENERAL.—In the case of an employee
described in clause (ii), distributions to the
surviving spouse of the employee shall not be
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required to commence prior to the date on
which such distributions would have been re-
quired to begin under section 401(a)(9)(B) of
the Internal Revenue Code of 1986 (as in ef-
fect on the day before the date of the enact-
ment of this Act).

(ii) CERTAIN EMPLOYEES.—An employee is
described in this clause if such employee dies
before—

(I) the date of the enactment of this Act,
and

(IT) the required beginning date (within the
meaning of section 401(a)(9)(C) of the Inter-
nal Revenue Code of 1986) of the employee.
SEC. 634. CLARIFICATION OF TAX TREATMENT OF

DIVISION OF SECTION 457 PLAN BEN-
EFITS UPON DIVORCE.

(a) IN GENERAL.—Section 414(p)(11) (relat-
ing to application of rules to governmental
and church plans) is amended—

(1) by inserting ‘‘or an eligible deferred
compensation plan (within the meaning of
section 457(b))”’ after ‘‘subsection (e))”’; and

(2) in the heading, by striking ‘‘GOVERN-
MENTAL AND CHURCH PLANS” and inserting
‘‘CERTAIN OTHER PLANS’".

(b) WAIVER OF CERTAIN DISTRIBUTION RE-
QUIREMENTS.—Paragraph (10) of section 414(p)
is amended by striking ‘‘and section 409(d)”’
and inserting ‘‘section 409(d), and section
457(d)”.

(c) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—Subsection (p) of section
414 is amended by redesignating paragraph
(12) as paragraph (13) and inserting after
paragraph (11) the following new paragraph:

¢(12) TAX TREATMENT OF PAYMENTS FROM A
SECTION 457 PLAN.—If a distribution or pay-
ment from an eligible deferred compensation
plan described in section 457(b) is made pur-
suant to a qualified domestic relations order,
rules similar to the rules of section
402(e)(1)(A) shall apply to such distribution
or payment.”’.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
subsection (c¢) shall apply to transfers, dis-
tributions, and payments made after Decem-
ber 31, 2001.

(2) AMENDMENTS RELATING TO ASSIGNMENTS
IN DIVORCE, ETC., PROCEEDINGS.—The amend-
ments made by subsections (a) and (b) shall
take effect on January 1, 2002, except that in
the case of a domestic relations order en-
tered before such date, the plan adminis-
trator—

(A) shall treat such order as a qualified do-
mestic relations order if such administrator
is paying benefits pursuant to such order on
such date, and

(B) may treat any other such order entered
before such date as a qualified domestic rela-
tions order even if such order does not meet
the requirements of such amendments.

SEC. 635. PROVISIONS RELATING TO HARDSHIP
DISTRIBUTIONS.

(a) SAFE HARBOR RELIEF.—

(1) IN GENERAL.—The Secretary of the
Treasury shall revise the regulations relat-
ing to hardship distributions under section
401(k)(2)(B)(1)(IV) of the Internal Revenue
Code of 1986 to provide that the period an
employee is prohibited from making elective
and employee contributions in order for a
distribution to be deemed necessary to sat-
isfy financial need shall be equal to 6
months.

(2) EFFECTIVE DATE.—The revised regula-
tions under this subsection shall apply to
years beginning after December 31, 2001.

(b) HARDSHIP DISTRIBUTIONS NOT TREATED
AS ELIGIBLE ROLLOVER DISTRIBUTIONS.—

(1) MODIFICATION OF DEFINITION OF ELIGIBLE
ROLLOVER.—Subparagraph (C) of section
402(c)(4) (relating to eligible rollover dis-
tribution) is amended to read as follows:

‘“(C) any distribution which is made upon
hardship of the employee.”’.
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(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to dis-
tributions made after December 31, 2001.

SEC. 636. WAIVER OF TAX ON NONDEDUCTIBLE
CONTRIBUTIONS FOR DOMESTIC OR
SIMILAR WORKERS.

(a) IN GENERAL.—Section 4972(c)(6) (relat-
ing to exceptions to nondeductible contribu-
tions), as amended by section 616, is amended
by striking ‘‘or”’ at the end of subparagraph
(A), by striking the period and inserting *,
or”’ at the end of subparagraph (B), and by
inserting after subparagraph (B) the fol-
lowing new subparagraph:

‘(C) so much of the contributions to a sim-
ple retirement account (within the meaning
of section 408(p)) or a simple plan (within the
meaning of section 401(k)(11)) which are not
deductible when contributed solely because
such contributions are not made in connec-
tion with a trade or business of the em-
ployer.”

(b) EXCLUSION OF CERTAIN CONTRIBU-
TIONS.—Section 4972(c)(6), as amended by
subsection (a), is amended by adding at the
end the following new sentence: ‘‘Subpara-
graph (C) shall not apply to contributions
made on behalf of the employer or a member
of the employer’s family (as defined in sec-
tion 447(e)(1)).”.

(c) No INFERENCE.—Nothing in the amend-
ments made by this section shall be con-
strued to infer the proper treatment of non-
deductible contributions under the laws in
effect before such amendments.

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

Subtitle D—Increasing Portability for
Participants
SEC. 641. ROLLOVERS ALLOWED AMONG VAR-
IOUS TYPES OF PLANS.

(a) ROLLOVERS FROM AND TO SECTION 457
PLANS.—

(1) ROLLOVERS FROM SECTION 457 PLANS.—

(A) IN GENERAL.—Section 457(e) (relating to
other definitions and special rules) is amend-
ed by adding at the end the following:

¢“(16) ROLLOVER AMOUNTS.—

‘“(A) GENERAL RULE.—In the case of an eli-
gible deferred compensation plan established
and maintained by an employer described in
subsection (e)(1)(A), if—

‘‘(i) any portion of the balance to the cred-
it of an employee in such plan is paid to such
employee in an eligible rollover distribution
(within the meaning of section 402(c)(4) with-
out regard to subparagraph (C) thereof),

‘“(ii) the employee transfers any portion of
the property such employee receives in such
distribution to an eligible retirement plan
described in section 402(c)(8)(B), and

‘‘(iii) in the case of a distribution of prop-
erty other than money, the amount so trans-
ferred consists of the property distributed,

then such distribution (to the extent so
transferred) shall not be includible in gross
income for the taxable year in which paid.

‘(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) and
(9) of section 402(c) and section 402(f) shall
apply for purposes of subparagraph (A).

‘(C) REPORTING.—Rollovers under this
paragraph shall be reported to the Secretary
in the same manner as rollovers from quali-
fied retirement plans (as defined in section
4974(c)).”.

(B) DEFERRAL LIMIT DETERMINED WITHOUT
REGARD TO ROLLOVER AMOUNTS.—Section
457(b)(2) (defining eligible deferred com-
pensation plan) is amended by inserting
‘“‘(other than rollover amounts)’’ after ‘‘tax-
able year’.

(C) DIRECT ROLLOVER.—Paragraph (1) of
section 457(d) is amended by striking ‘‘and”
at the end of subparagraph (A), by striking
the period at the end of subparagraph (B) and
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inserting ‘‘, and’’, and by inserting after sub-
paragraph (B) the following:

“(C) in the case of a plan maintained by an
employer described in subsection (e)(1)(A),
the plan meets requirements similar to the
requirements of section 401(a)(31).

Any amount transferred in a direct trustee-
to-trustee transfer in accordance with sec-
tion 401(a)(31) shall not be includible in gross
income for the taxable year of transfer.”.

(D) WITHHOLDING.—

(i) Paragraph (12) of section 3401(a) is
amended by adding at the end the following:

‘“(E) under or to an eligible deferred com-
pensation plan which, at the time of such
payment, is a plan described in section 457(b)
which is maintained by an eligible employer
described in section 457(e)(1)(A), or’’.

(ii) Paragraph (3) of section 3405(c) is
amended to read as follows:

¢“(3) ELIGIBLE ROLLOVER DISTRIBUTION.—For
purposes of this subsection, the term ‘eligi-
ble rollover distribution’ has the meaning
given such term by section 402(f)(2)(A).”.

(iii) LIABILITY FOR WITHHOLDING.—Subpara-
graph (B) of section 3405(d)(2) is amended by
striking ‘‘or”” at the end of clause (ii), by
striking the period at the end of clause (iii)
and inserting ‘‘, or’’, and by adding at the
end the following:

‘“(iv) section 457(b) and which is main-
tained by an eligible employer described in
section 457(e)(1)(A).”.

(2) ROLLOVERS TO SECTION 457 PLANS.—

(A) IN GENERAL.—Section 402(c)(8)(B) (de-
fining eligible retirement plan) is amended
by striking ‘“‘and” at the end of clause (iii),
by striking the period at the end of clause
(iv) and inserting ‘‘, and’’, and by inserting
after clause (iv) the following new clause:

“(v) an eligible deferred compensation plan
described in section 457(b) which is main-
tained by an eligible employer described in
section 457(e)(1)(A).”.

(B) SEPARATE ACCOUNTING.—Section 402(c)
is amended by adding at the end the fol-
lowing new paragraph:

‘‘(11) SEPARATE ACCOUNTING.—Unless a plan
described in clause (v) of paragraph (8)(B)
agrees to separately account for amounts
rolled into such plan from eligible retire-
ment plans not described in such clause, the
plan described in such clause may not accept
transfers or rollovers from such retirement
plans.”.

(C) 10 PERCENT ADDITIONAL TAX.—Sub-
section (t) of section 72 (relating to 10-per-
cent additional tax on early distributions
from qualified retirement plans) is amended
by adding at the end the following new para-
graph:

“(9) SPECIAL RULE FOR ROLLOVERS TO SEC-
TION 457 PLANS.—For purposes of this sub-
section, a distribution from an eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)) of an eligible employer described
in section 457(e)(1)(A) shall be treated as a
distribution from a qualified retirement plan
described in 4974(c)(1) to the extent that such
distribution is attributable to an amount
transferred to an eligible deferred compensa-
tion plan from a qualified retirement plan
(as defined in section 4974(c)).”.

(b) ALLOWANCE OF ROLLOVERS FROM AND TO
403(b) PLANS.—

(1) ROLLOVERS FROM SECTION 403(b) PLANS.—
Section 403(b)(8)(A)(ii) (relating to rollover
amounts) is amended by striking ‘‘such dis-
tribution” and all that follows and inserting
‘‘such distribution to an eligible retirement
plan described in section 402(c)(8)(B), and’’.

(2) ROLLOVERS TO SECTION 403(b) PLANS.—
Section 402(c)(8)(B) (defining eligible retire-
ment plan), as amended by subsection (a), is
amended by striking ‘‘and” at the end of
clause (iv), by striking the period at the end
of clause (v) and inserting ‘‘, and”’, and by in-
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serting after clause (v) the following new
clause:

‘(vi) an annuity contract described in sec-
tion 403(b).”.

(c) EXPANDED EXPLANATION TO RECIPIENTS
OF ROLLOVER DISTRIBUTIONS.—Paragraph (1)
of section 402(f) (relating to written expla-
nation to recipients of distributions eligible
for rollover treatment) is amended by strik-
ing ‘“‘and” at the end of subparagraph (C), by
striking the period at the end of subpara-
graph (D) and inserting *‘, and’’, and by add-
ing at the end the following new subpara-
graph:

‘“(BE) of the provisions under which dis-
tributions from the eligible retirement plan
receiving the distribution may be subject to
restrictions and tax consequences which are
different from those applicable to distribu-
tions from the plan making such distribu-
tion.”.

(d) SPOUSAL ROLLOVERS.—Section 402(c)(9)
(relating to rollover where spouse receives
distribution after death of employee) is
amended by striking ‘‘; except that’ and all
that follows up to the end period.

(e) CONFORMING AMENDMENTS.—

(1) Section 72(0)(4) is amended by striking
“and 408(d)(3)” and inserting ‘403(b)(8),
408(d)(3), and 457(e)(16)”’.

(2) Section 219(d)(2) is amended by striking
“or 408(d)(3)” and inserting 408(d)(3), or
457(e)(16)".

(3) Section 401(a)(31)(B) is amended by
striking ‘“‘and 403(a)(4)” and inserting *,
403(a)(4), 403(b)(8), and 457(e)(16)"".

(4) Subparagraph (A) of section 402(f)(2) is
amended by striking ‘‘or paragraph (4) of sec-
tion 403(a)”’ and inserting ‘‘, paragraph (4) of
section 403(a), subparagraph (A) of section
403(b)(8), or subparagraph (A) of section
457(e)(16)".

(5) Paragraph (1) of section 402(f) is amend-
ed by striking ‘“‘from an eligible retirement
plan’.

(6) Subparagraphs (A) and (B) of section
402(f)(1) are amended by striking ‘‘another
eligible retirement plan’ and inserting ‘‘an
eligible retirement plan’’.

(7) Subparagraph (B) of section 403(b)(8) is
amended to read as follows:

‘(B) CERTAIN RULES MADE APPLICABLE.—
The rules of paragraphs (2) through (7) and
(9) of section 402(c) and section 402(f) shall
apply for purposes of subparagraph (A), ex-
cept that section 402(f) shall be applied to
the payor in lieu of the plan administrator.”.

(8) Section 408(a)(1) is amended by striking
“‘or 403(b)(8),”” and inserting ‘403(b)(8), or
457(e)(16)".

(9) Subparagraphs (A) and (B) of section
415(b)(2) are each amended by striking ‘‘and
408(d)(3)” and inserting ‘‘403(b)(8), 408(d)(3),
and 457(e)(16)"".

(10) Section 415(c)(2) is amended by strik-
ing ‘“‘and 408(d)(3)” and inserting ‘‘408(d)(3),
and 457(e)(16)”".

(11) Section 4973(b)(1)(A) is amended by
striking ‘“‘or 408(d)(3)” and inserting
£“408(d)(3), or 457(e)(16)”".

(f) EFFECTIVE DATE; SPECIAL RULE.—

(1) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

(2) SPECIAL RULE.—Notwithstanding any
other provision of law, subsections (h)(3) and
(h)(5) of section 1122 of the Tax Reform Act
of 1986 shall not apply to any distribution
from an eligible retirement plan (as defined
in clause (iii) or (iv) of section 402(c)(8)(B) of
the Internal Revenue Code of 1986) on behalf
of an individual if there was a rollover to
such plan on behalf of such individual which
is permitted solely by reason of any amend-
ment made by this section.
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SEC. 642. ROLLOVERS OF IRAS INTO WORKPLACE
RETIREMENT PLANS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 408(d)(3) (relating to rollover amounts)
is amended by adding ‘‘or” at the end of
clause (i), by striking clauses (ii) and (iii),
and by adding at the end the following:

‘“(ii) the entire amount received (including

money and any other property) is paid into
an eligible retirement plan for the benefit of
such individual not later than the 60th day
after the date on which the payment or dis-
tribution is received, except that the max-
imum amount which may be paid into such
plan may not exceed the portion of the
amount received which is includible in gross
income (determined without regard to this
paragraph).
For purposes of clause (ii), the term ‘eligible
retirement plan’ means an eligible retire-
ment plan described in clause (iii), (iv), (v),
or (vi) of section 402(c)(8)(B).”".

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 403(b) is amend-
ed by striking ‘‘section 408(d)(3)(A)(iii)”’ and
inserting ‘‘section 408(d)(3)(A)({ii)”.

(2) Clause (i) of section 408(d)(3)(D) is
amended by striking ‘‘(i), (ii), or (iii)”’ and
inserting ‘(i) or (ii)”.

(3) Subparagraph (G) of section 408(d)(3) is
amended to read as follows:

“(G) SIMPLE RETIREMENT ACCOUNTS.—In the
case of any payment or distribution out of a
simple retirement account (as defined in sub-
section (p)) to which section 72(t)(6) applies,
this paragraph shall not apply unless such
payment or distribution is paid into another
simple retirement account.”’.

(¢) EFFECTIVE DATE; SPECIAL RULE.—

(1) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

(2) SPECIAL RULE.—Notwithstanding any
other provision of law, subsections (h)(3) and
(h)(5) of section 1122 of the Tax Reform Act
of 1986 shall not apply to any distribution
from an eligible retirement plan (as defined
in clause (iii) or (iv) of section 402(c)(8)(B) of
the Internal Revenue Code of 1986) on behalf
of an individual if there was a rollover to
such plan on behalf of such individual which
is permitted solely by reason of the amend-
ments made by this section.

SEC. 643. ROLLOVERS OF AFTER-TAX CONTRIBU-
TIONS.

(a) ROLLOVERS FROM EXEMPT TRUSTS.—
Paragraph (2) of section 402(c) (relating to
maximum amount which may be rolled over)
is amended by adding at the end the fol-
lowing: ‘““The preceding sentence shall not
apply to such distribution to the extent—

‘“(A) such portion is transferred in a direct
trustee-to-trustee transfer to a qualified
trust which is part of a plan which is a de-
fined contribution plan and which agrees to
separately account for amounts so trans-
ferred, including separately accounting for
the portion of such distribution which is in-
cludible in gross income and the portion of
such distribution which is not so includible,
or

‘(B) such portion is transferred to an eligi-
ble retirement plan described in clause (i) or
(ii) of paragraph (8)(B).”.

(b) OPTIONAL DIRECT TRANSFER OF ELIGIBLE
ROLLOVER DISTRIBUTIONS.—Subparagraph (B)
of section 401(a)(31) (relating to limitation)
is amended by adding at the end the fol-
lowing: ‘“The preceding sentence shall not
apply to such distribution if the plan to
which such distribution is transferred—

‘(i) agrees to separately account for
amounts so transferred, including separately
accounting for the portion of such distribu-
tion which is includible in gross income and
the portion of such distribution which is not
so includible, or
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‘“(ii) is an eligible retirement plan de-
scribed in clause (i) or (ii) of section
402(c)(8)(B).”".

(¢) RULES FOR APPLYING SECTION 72 TO
IRAs.—Paragraph (3) of section 408(d) (relat-
ing to special rules for applying section 72) is
amended by inserting at the end the fol-
lowing:

‘“‘(H) APPLICATION OF SECTION 72.—

“(i) IN GENERAL.—If—

‘“(I) a distribution is made from an indi-
vidual retirement plan, and

‘“(IT) a rollover contribution is made to an
eligible retirement plan described in section
402(c)(8)(B)(iii), (iv), (v), or (vi) with respect
to all or part of such distribution,
then, notwithstanding paragraph (2), the
rules of clause (ii) shall apply for purposes of
applying section 72.

‘‘(ii) APPLICABLE RULES.—In the case of a
distribution described in clause (i)—

“(I) section 72 shall be applied separately
to such distribution,

‘“(IT) notwithstanding the pro rata alloca-
tion of income on, and investment in, the
contract to distributions under section 72,
the portion of such distribution rolled over
to an eligible retirement plan described in
clause (i) shall be treated as from income on
the contract (to the extent of the aggregate
income on the contract from all individual
retirement plans of the distributee), and

‘“(IIT1) appropriate adjustments shall be
made in applying section 72 to other dis-
tributions in such taxable year and subse-
quent taxable years.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions made after December 31, 2001.

SEC. 644. HARDSHIP EXCEPTION TO 60-DAY RULE.

(a) EXEMPT TRUSTS.—Paragraph (3) of sec-
tion 402(c) (relating to transfer must be made
within 60 days of receipt) is amended to read
as follows:

“(3) TRANSFER MUST BE MADE WITHIN 60
DAYS OF RECEIPT.—

‘“(A) IN GENERAL.—Except as provided in
subparagraph (B), paragraph (1) shall not
apply to any transfer of a distribution made
after the 60th day following the day on which
the distributee received the property distrib-
uted.

‘(B) HARDSHIP EXCEPTION.—The Secretary
may waive the 60-day requirement under
subparagraph (A) where the failure to waive
such requirement would be against equity or
good conscience, including casualty, dis-
aster, or other events beyond the reasonable
control of the individual subject to such re-
quirement.”.

(b) IRAs.—Paragraph (3) of section 408(d)
(relating to rollover contributions), as
amended by section 643, is amended by add-
ing after subparagraph (H) the following new
subparagraph:

“(I) WAIVER OF 60-DAY REQUIREMENT.—The
Secretary may waive the 60-day requirement
under subparagraphs (A) and (D) where the
failure to waive such requirement would be
against equity or good conscience, including
casualty, disaster, or other events beyond
the reasonable control of the individual sub-
ject to such requirement.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

SEC. 645. TREATMENT OF FORMS OF DISTRIBU-
TION.

(a) PLAN TRANSFERS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Paragraph (6) of section 411(d) (relat-
ing to accrued benefit not to be decreased by
amendment) is amended by adding at the end
the following:

‘(D) PLAN TRANSFERS.—

‘(i) IN GENERAL.—A defined contribution
plan (in this subparagraph referred to as the
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‘transferee plan’) shall not be treated as fail-
ing to meet the requirements of this sub-
section merely because the transferee plan
does not provide some or all of the forms of
distribution previously available under an-
other defined contribution plan (in this sub-
paragraph referred to as the ‘transferor
plan’) to the extent that—

“(I) the forms of distribution previously
available under the transferor plan applied
to the account of a participant or beneficiary
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the
transferor plan,

‘“(IT) the terms of both the transferor plan
and the transferee plan authorize the trans-
fer described in subclause (I),

‘(ITII) the transfer described in subclause
(I) was made pursuant to a voluntary elec-
tion by the participant or beneficiary whose
account was transferred to the transferee
plan,

““(IV) the election described in subclause
(III) was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election, and

(V) the transferee plan allows the partici-
pant or beneficiary described in subclause
(III) to receive any distribution to which the
participant or beneficiary is entitled under
the transferee plan in the form of a single
sum distribution.

‘(i) SPECIAL RULE FOR MERGERS, ETC.—
Clause (i) shall apply to plan mergers and
other transactions having the effect of a di-
rect transfer, including consolidations of
benefits attributable to different employers
within a multiple employer plan.”.

(2) AMENDMENT OF ERISA.—Section 204(g) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1054(g)) is amended by
adding at the end the following:

“(4)(A) A defined contribution plan (in this
subparagraph referred to as the ‘transferee
plan’) shall not be treated as failing to meet
the requirements of this subsection merely
because the transferee plan does not provide
some or all of the forms of distribution pre-
viously available under another defined con-
tribution plan (in this subparagraph referred
to as the ‘transferor plan’) to the extent
that—

‘(i) the forms of distribution previously
available under the transferor plan applied
to the account of a participant or beneficiary
under the transferor plan that was trans-
ferred from the transferor plan to the trans-
feree plan pursuant to a direct transfer rath-
er than pursuant to a distribution from the
transferor plan;

‘“(ii) the terms of both the transferor plan
and the transferee plan authorize the trans-
fer described in clause (i);

‘“(iii) the transfer described in clause (i)
was made pursuant to a voluntary election
by the participant or beneficiary whose ac-
count was transferred to the transferee plan;

‘‘(iv) the election described in clause (iii)
was made after the participant or bene-
ficiary received a notice describing the con-
sequences of making the election; and

‘‘(v) the transferee plan allows the partici-
pant or beneficiary described in clause (iii)
to receive any distribution to which the par-
ticipant or beneficiary is entitled under the
transferee plan in the form of a single sum
distribution.

‘“(B) Subparagraph (A) shall apply to plan
mergers and other transactions having the
effect of a direct transfer, including consoli-
dations of benefits attributable to different

employers within a multiple employer
plan.”.
(3) EFFECTIVE DATE.—The amendments

made by this subsection shall apply to years
beginning after December 31, 2001.
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(b) REGULATIONS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—The last sentence of paragraph (6)(B)
of section 411(d) (relating to accrued benefit
not to be decreased by amendment) is
amended to read as follows: ‘“The Secretary
shall by regulations provide that this sub-
paragraph shall not apply to any plan
amendment which reduces or eliminates ben-
efits or subsidies which create significant
burdens or complexities for the plan and plan
participants, unless such amendment ad-
versely affects the rights of any participant
in a more than de minimis manner.”’.

(2) AMENDMENT OF ERISA.—The last sen-
tence of section 204(g)(2) of the Employee Re-
tirement Income Security Act of 1974 (29
U.S.C. 1054(g)(2)) is amended to read as fol-
lows: ‘“The Secretary of the Treasury shall
by regulations provide that this paragraph
shall not apply to any plan amendment
which reduces or eliminates benefits or sub-
sidies which create significant burdens or
complexities for the plan and plan partici-
pants, unless such amendment adversely af-
fects the rights of any participant in a more
than de minimis manner.”.

(3) SECRETARY DIRECTED.—Not later than
December 31, 2002, the Secretary of the
Treasury is directed to issue regulations
under section 411(d)(6) of the Internal Rev-
enue Code of 1986 and section 204(g) of the
Employee Retirement Income Security Act
of 1974, including the regulations required by
the amendment made by this subsection.
Such regulations shall apply to plan years
beginning after December 31, 2002, or such
earlier date as is specified by the Secretary
of the Treasury.

SEC. 646. RATIONALIZATION OF RESTRICTIONS
ON DISTRIBUTIONS.

(a) MODIFICATION OF SAME DESK EXCEP-
TION.—

(1) SECTION 401(k).—

(A) Section 401(k)(2)(B)(A)(I) (relating to
qualified cash or deferred arrangements) is
amended by striking ‘‘separation from serv-
ice”” and inserting ‘‘severance from employ-
ment”’.

(B) Subparagraph (A) of section 401(k)(10)
(relating to distributions upon termination
of plan or disposition of assets or subsidiary)
is amended to read as follows:

‘““(A) IN GENERAL.—An event described in
this subparagraph is the termination of the
plan without establishment or maintenance
of another defined contribution plan (other
than an employee stock ownership plan as
defined in section 4975(e)(7)).”.

(C) Section 401(k)(10) is amended—

(i) in subparagraph (B)—

(I) by striking ‘“‘An event’ in clause (i) and
inserting ‘A termination’’; and

(IT) by striking ‘‘the event’ in clause (i)
and inserting ‘‘the termination’’;

(ii) by striking subparagraph (C); and

(iii) by striking ‘‘OR DISPOSITION OF ASSETS
OR SUBSIDIARY’ in the heading.

(2) SECTION 403(b).—

(A) Paragraphs (7)(A)({i) and (11)(A) of sec-
tion 403(b) are each amended by striking
‘“‘separates from service’” and inserting ‘‘has
a severance from employment’’.

(B) The heading for paragraph (11) of sec-
tion 403(b) is amended by striking ‘‘SEPARA-
TION FROM SERVICE” and inserting ‘‘SEVER-
ANCE FROM EMPLOYMENT”’.

(3) SECTION 457.—Clause (ii) of section
457(d)(1)(A) is amended by striking ‘‘is sepa-
rated from service’ and inserting ‘‘has a sev-
erance from employment’’.

(b) EFFECTIVE DATE.—The amendments

made by this section shall apply to distribu-
tions after December 31, 2001.
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SEC. 647. PURCHASE OF SERVICE CREDIT IN GOV-
ERNMENTAL DEFINED BENEFIT
PLANS.

(a) 403(b) PLANS.—Subsection (b) of section
403 is amended by adding at the end the fol-
lowing new paragraph:

¢(13) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—NoO
amount shall be includible in gross income
by reason of a direct trustee-to-trustee
transfer to a defined benefit governmental
plan (as defined in section 414(d)) if such
transfer is—

‘“(A) for the purchase of permissive service
credit (as defined in section 415(n)(3)(A))
under such plan, or

“(B) a repayment to which section 415 does
not apply by reason of subsection (Kk)(3)
thereof.”.

(b) 457 PLANS.—Subsection (e) of section
457, as amended by section 641, is amended by
adding after paragraph (16) the following new
paragraph:

“(17) TRUSTEE-TO-TRUSTEE TRANSFERS TO
PURCHASE PERMISSIVE SERVICE CREDIT.—NoO
amount shall be includible in gross income
by reason of a direct trustee-to-trustee
transfer to a defined benefit governmental
plan (as defined in section 414(d)) if such
transfer is—

““(A) for the purchase of permissive service
credit (as defined in section 415(n)(3)(A))
under such plan, or

“(B) a repayment to which section 415 does
not apply by reason of subsection (Kk)(3)
thereof.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to trustee-
to-trustee transfers after December 31, 2001.
SEC. 648. EMPLOYERS MAY DISREGARD ROLL-

OVERS FOR PURPOSES OF CASH-OUT
AMOUNTS.

(a) QUALIFIED PLANS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Section 411(a)(11) (relating to restric-
tions on certain mandatory distributions) is
amended by adding at the end the following:

(D) SPECIAL RULE FOR ROLLOVER CONTRIBU-
TIONS.—A plan shall not fail to meet the re-
quirements of this paragraph if, under the
terms of the plan, the present value of the
nonforfeitable accrued benefit is determined
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto).
For purposes of this subparagraph, the term
‘rollover contributions’ means any rollover
contribution under sections 402(c), 403(a)(4),
403(b)(8), 408(d)(3)(A)(ii), and 457(e)(16).”.

(2) AMENDMENT OF ERISA.—Section 203(e) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1053(c)) is amended by
adding at the end the following:

‘“(4) A plan shall not fail to meet the re-
quirements of this subsection if, under the
terms of the plan, the present value of the
nonforfeitable accrued benefit is determined
without regard to that portion of such ben-
efit which is attributable to rollover con-
tributions (and earnings allocable thereto).
For purposes of this subparagraph, the term
‘rollover contributions’ means any rollover
contribution under sections 402(c), 403(a)(4),
403(b)(8), 408(A)(3)(A)(ii), and 457(e)(16) of the
Internal Revenue Code of 1986.”".

(b) ELIGIBLE DEFERRED COMPENSATION
PLANS.—Clause (i) of section 457(e)(9)(A) is
amended by striking ‘‘such amount’ and in-
serting ‘‘the portion of such amount which is
not attributable to rollover contributions (as
defined in section 411(a)(11)(D))”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 2001.

SEC. 649. MINIMUM DISTRIBUTION AND INCLU-
SION REQUIREMENTS FOR SECTION
457 PLANS.

(a) MINIMUM  DISTRIBUTION REQUIRE-

MENTS.—Paragraph (2) of section 457(d) (re-
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lating to distribution requirements) is
amended to read as follows:
‘(2)  MINIMUM  DISTRIBUTION REQUIRE-

MENTS.—A plan meets the minimum dis-
tribution requirements of this paragraph if
such plan meets the requirements of section
401(a)(9).”.

(b) INCLUSION IN GROSS INCOME.—

(1) YEAR OF INCLUSION.—Subsection (a) of
section 457 (relating to year of inclusion in
gross income) is amended to read as follows:

‘“(a) YEAR OF INCLUSION IN GROSS INCOME.—

‘(1) IN GENERAL.—Any amount of com-
pensation deferred under an eligible deferred
compensation plan, and any income attrib-
utable to the amounts so deferred, shall be
includible in gross income only for the tax-
able year in which such compensation or
other income—

‘““(A) is paid to the participant or other
beneficiary, in the case of a plan of an eligi-
ble employer described in subsection
(e)(1)(A), and

‘(B) is paid or otherwise made available to
the participant or other beneficiary, in the
case of a plan of an eligible employer de-
scribed in subsection (e)(1)(B).

“4(2) SPECIAL RULE FOR ROLLOVER
AMOUNTS.—To the extent provided in section
72(t)(9), section T2(t) shall apply to any
amount includible in gross income under this
subsection.”.

(2) CONFORMING AMENDMENTS.—

(A) So much of paragraph (9) of section
457(e) as precedes subparagraph (A) is amend-
ed to read as follows:

‘“(9) BENEFITS OF TAX EXEMPT ORGANIZATION
PLANS NOT TREATED AS MADE AVAILABLE BY
REASON OF CERTAIN ELECTIONS, ETC.—In the
case of an eligible deferred compensation
plan of an employer described in subsection
(e)(H)(B)>—"".

(B) Section 457(d) is amended by adding at
the end the following new paragraph:

¢“(3) SPECIAL RULE FOR GOVERNMENT PLAN.—
An eligible deferred compensation plan of an
employer described in subsection (e)(1)(A)
shall not be treated as failing to meet the re-
quirements of this subsection solely by rea-
son of making a distribution described in
subsection (e)(9)(A).”.

(¢) MODIFICATION OF TRANSITION RULES FOR
EXISTING 457 PLANS.—

(1) IN GENERAL.—Section 1107(c)(3)(B) of the
Tax Reform Act of 1986 is amended by strik-
ing ‘“‘or” at the end of clause (i), by striking
the period at the end of clause (ii) and insert-
ing “, or” and by inserting after clause (ii)
the following new clause:

‘“(iii) are deferred pursuant to an agree-
ment with an individual covered by an agree-
ment described in clause (ii), to the extent
the annual amount under such agreement
with the individual does not exceed—

“(I) the amount described in clause (ii)(II),
multiplied by

‘“(IT1) the cumulative increase in the Con-
sumer Price Index (as published by the Bu-
reau of Labor Statistics of the Department
of Liabor).”.

(2) CONFORMING AMENDMENT.—The fourth
sentence of section 1107(c)(3)(B) of the Tax
Reform Act of 1986 is amended by striking
“This subparagraph’ and inserting ‘‘Clauses
(i) and (ii) of this subparagraph’.

(3) 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 with respect to increases in
the Consumer Price Index after September
30, 1993.

(d) EFFECTIVE DATE.—The amendments
made by subsections (a) and (b) shall apply
to distributions after December 31, 2001.
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Subtitle E—Strengthening Pension Security
and Enforcement
PART I—GENERAL PROVISIONS
SEC. 651. REPEAL OF 160 PERCENT OF CURRENT
LIABILITY FUNDING LIMIT.

(a) AMENDMENTS TO INTERNAL REVENUE
CODE.—Section 412(c)(7) (relating to full-
funding limitation) is amended—

(1) by striking ‘‘the applicable percentage’’
in subparagraph (A)(i)(I) and inserting ‘‘in
the case of plan years beginning before Janu-
ary 1, 2005, the applicable percentage’’; and

(2) by amending subparagraph (F) to read
as follows:

‘“(F) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A)(i)(I), the applica-
ble percentage shall be determined in accord-
ance with the following table:
“In the case of any

plan year beginning

The applicable
percentage is—

160
165
170.”.

(b) AMENDMENT OF ERISA.—Section
302(c)(7) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1082(c)(7)) is
amended—

(1) by striking ‘‘the applicable percentage’’
in subparagraph (A)(i)(I) and inserting ‘‘in
the case of plan years beginning before Janu-
ary 1, 2005, the applicable percentage’, and

(2) by amending subparagraph (F) to read
as follows:

‘“(F) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A)(i)(I), the applica-
ble percentage shall be determined in accord-
ance with the following table:
“In the case of any

plan year beginning

The applicable
percentage is—

160
165
170.”.

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

SEC. 652. MAXIMUM CONTRIBUTION DEDUCTION
RULES MODIFIED AND APPLIED TO
ALL DEFINED BENEFIT PLANS.

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 404(a)(1) (relating to special rule in case
of certain plans) is amended to read as fol-
lows:

‘(D) SPECIAL RULE IN CASE OF CERTAIN
PLANS.—

‘(i) IN GENERAL.—In the case of any defined
benefit plan, except as provided in regula-
tions, the maximum amount deductible
under the limitations of this paragraph shall
not be less than the unfunded termination li-
ability (determined as if the proposed termi-
nation date referred to in section
4041(b)(2)(A)(A)(II) of the Employee Retire-
ment Income Security Act of 1974 were the
last day of the plan year).

‘(i) PLANS WITH LESS THAN 100 PARTICI-
PANTS.—For purposes of this subparagraph,
in the case of a plan which has less than 100
participants for the plan year, termination
liability shall not include the liability at-
tributable to benefit increases for highly
compensated employees (as defined in sec-
tion 414(q)) resulting from a plan amendment
which is made or becomes effective, which-
ever is later, within the last 2 years before
the termination date.

‘(iii) RULE FOR DETERMINING NUMBER OF
PARTICIPANTS.—For purposes of determining
whether a plan has more than 100 partici-
pants, all defined benefit plans maintained
by the same employer (or any member of
such employer’s controlled group (within the
meaning of section 412(1)(8)(C))) shall be
treated as one plan, but only employees of
such member or employer shall be taken into
account.
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“(iv) PLANS MAINTAINED BY PROFESSIONAL
SERVICE EMPLOYERS.—Clause (i) shall not
apply to a plan described in section
4021(b)(13) of the Employee Retirement In-
come Security Act of 1974.”.

(b) CONFORMING AMENDMENT.—Paragraph
(6) of section 4972(c) is amended to read as
follows:

‘“(6) EXCEPTIONS.—In determining the
amount of nondeductible contributions for
any taxable year, there shall not be taken
into account so much of the contributions to
one or more defined contribution plans
which are not deductible when contributed
solely because of section 404(a)(7) as does not
exceed the greater of—

““(A) the amount of contributions not in
excess of 6 percent of compensation (within
the meaning of section 404(a)) paid or ac-
crued (during the taxable year for which the
contributions were made) to beneficiaries
under the plans, or

‘“(B) the sum of—

‘(i) the amount of contributions described
in section 401(m)(4)(A), plus

‘(ii) the amount of contributions described
in section 402(g2)(3)(A).

For purposes of this paragraph, the deduct-
ible limits under section 404(a)(7) shall first
be applied to amounts contributed to a de-
fined benefit plan and then to amounts de-
scribed in subparagraph (B).”.

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

SEC. 653. EXCISE TAX RELIEF FOR SOUND PEN-
SION FUNDING.

(a) IN GENERAL.—Subsection (c¢) of section
4972 (relating to nondeductible contribu-
tions) is amended by adding at the end the
following new paragraph:

“(7) DEFINED BENEFIT PLAN EXCEPTION.—In
determining the amount of nondeductible
contributions for any taxable year, an em-
ployer may elect for such year not to take
into account any contributions to a defined
benefit plan except to the extent that such
contributions exceed the full-funding limita-
tion (as defined in section 412(c)(7), deter-
mined without regard to subparagraph
(A)(A)(I) thereof). For purposes of this para-
graph, the deductible limits under section
404(a)(7) shall first be applied to amounts
contributed to defined contribution plans
and then to amounts described in this para-
graph. If an employer makes an election
under this paragraph for a taxable year,
paragraph (6) shall not apply to such em-
ployer for such taxable year.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 654. TREATMENT OF MULTIEMPLOYER
PLANS UNDER SECTION 415.

(a) COMPENSATION LIMIT.—

(1) IN GENERAL.—Paragraph (11) of section
415(b) (relating to limitation for defined ben-
efit plans) is amended to read as follows:

¢(11) SPECIAL LIMITATION RULE FOR GOVERN-
MENTAL AND MULTIEMPLOYER PLANS.—In the
case of a governmental plan (as defined in
section 414(d)) or a multiemployer plan (as
defined in section 414(f)), subparagraph (B) of
paragraph (1) shall not apply.”.

2) CONFORMING AMENDMENT.—Section
415(b)(7) (relating to benefits under certain
collectively bargained plans) is amended by
inserting ‘‘(other than a multiemployer
plan)” after ‘‘defined benefit plan’ in the
matter preceding subparagraph (A).

(b) COMBINING AND AGGREGATION OF
PLANS.—

(1) COMBINING OF PLANS.—Subsection (f) of
section 415 (relating to combining of plans) is
amended by adding at the end the following:

“(3) EXCEPTION FOR MULTIEMPLOYER
PLANS.—Notwithstanding paragraph (1) and
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subsection (g), a multiemployer plan (as de-
fined in section 414(f)) shall not be combined
or aggregated with any other plan main-
tained by an employer for purposes of apply-
ing subsection (b)(1)(B) to such plan or any
other such plan.”.

(2) CONFORMING AMENDMENT FOR AGGREGA-
TION OF PLANS.—Subsection (g) of section 415
(relating to aggregation of plans) is amended
by striking ‘“The Secretary’” and inserting
“Except as provided in subsection (f)(3), the
Secretary’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 655. PROTECTION OF INVESTMENT OF EM-
PLOYEE CONTRIBUTIONS TO 401(k)
PLANS.

(a) IN GENERAL.—Section 1524(b) of the
Taxpayer Relief Act of 1997 is amended to
read as follows:

‘“(b) EFFECTIVE DATE.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to elective deferrals for
plan years beginning after December 31, 1998.

‘(2) NONAPPLICATION TO PREVIOUSLY AC-
QUIRED PROPERTY.—The amendments made
by this section shall not apply to any elec-
tive deferral which is invested in assets con-
sisting of qualifying employer securities,
qualifying employer real property, or both, if
such assets were acquired before January 1,
1999.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply as if in-
cluded in the provision of the Taxpayer Re-
lief Act of 1997 to which it relates.

SEC. 656. PROHIBITED ALLOCATIONS OF STOCK
IN S CORPORATION ESOP.

(a) IN GENERAL.—Section 409 (relating to
qualifications for tax credit employee stock
ownership plans) is amended by redesig-
nating subsection (p) as subsection (q) and
by inserting after subsection (o) the fol-
lowing new subsection:

“(p) PROHIBITED ALLOCATIONS OF SECURI-
TIES IN AN S CORPORATION.—

‘(1) IN GENERAL.—An employee stock own-
ership plan holding employer securities con-
sisting of stock in an S corporation shall
provide that no portion of the assets of the
plan attributable to (or allocable in lieu of)
such employer securities may, during a non-
allocation year, accrue (or be allocated di-
rectly or indirectly under any plan of the
employer meeting the requirements of sec-
tion 401(a)) for the benefit of any disqualified
person.

¢(2) FAILURE TO MEET REQUIREMENTS.—

““(A) IN GENERAL.—If a plan fails to meet
the requirements of paragraph (1), the plan
shall be treated as having distributed to any
disqualified person the amount allocated to
the account of such person in violation of
paragraph (1) at the time of such allocation.

‘(B) CROSS REFERENCE.—

“For excise tax relating to violations of
paragraph (1) and ownership of synthetic eq-
uity, see section 4979A.

‘(3) NONALLOCATION YEAR.—For purposes of
this subsection—

‘“(A) IN GENERAL.—The term ‘nonallocation
year’ means any plan year of an employee
stock ownership plan if, at any time during
such plan year—

‘(i) such plan holds employer securities
consisting of stock in an S corporation, and

‘‘(ii) disqualified persons own at least 50
percent of the number of shares of stock in
the S corporation.

‘(B) ATTRIBUTION RULES.—For purposes of
subparagraph (A)—

‘(i) IN GENERAL.—The rules of section
318(a) shall apply for purposes of determining
ownership, except that—
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“(I) in applying paragraph (1) thereof, the
members of an individual’s family shall in-
clude members of the family described in
paragraph (4)(D), and

“(II) paragraph (4) thereof shall not apply.
‘(ii) DEEMED-OWNED SHARES.—Notwith-
standing the employee trust exception in
section 318(a)(2)(B)(i), an individual shall be
treated as owning deemed-owned shares of
the individual.
Solely for purposes of applying paragraph (5),
this subparagraph shall be applied after the
attribution rules of paragraph (5) have been
applied.

‘“(4) DISQUALIFIED PERSON.—For purposes of
this subsection—

‘““(A) IN GENERAL.—The term ‘disqualified
person’ means any person if—

‘(i) the aggregate number of deemed-
owned shares of such person and the mem-
bers of such person’s family is at least 20 per-
cent of the number of deemed-owned shares
of stock in the S corporation, or

‘(ii) in the case of a person not described
in clause (i), the number of deemed-owned
shares of such person is at least 10 percent of
the number of deemed-owned shares of stock
in such corporation.

‘(B) TREATMENT OF FAMILY MEMBERS.—In
the case of a disqualified person described in
subparagraph (A)(i), any member of such per-
son’s family with deemed-owned shares shall
be treated as a disqualified person if not oth-
erwise treated as a disqualified person under
subparagraph (A).

¢“(C) DEEMED-OWNED SHARES.—

‘(i) IN GENERAL.—The term ‘deemed-owned
shares’ means, with respect to any person—

“(I) the stock in the S corporation consti-
tuting employer securities of an employee
stock ownership plan which is allocated to
such person under the plan, and

‘(IT) such person’s share of the stock in
such corporation which is held by such plan
but which is not allocated under the plan to
participants.

‘(i) PERSON’S SHARE OF UNALLOCATED
STOCK.—For purposes of clause (i)(II), a per-
son’s share of unallocated S corporation
stock held by such plan is the amount of the
unallocated stock which would be allocated
to such person if the unallocated stock were
allocated to all participants in the same pro-
portions as the most recent stock allocation
under the plan.

‘(D) MEMBER OF FAMILY.—For purposes of
this paragraph, the term ‘member of the
family’ means, with respect to any indi-
vidual—

‘(1) the spouse of the individual,

‘(ii) an ancestor or lineal descendant of
the individual or the individual’s spouse,

‘‘(iii) a brother or sister of the individual
or the individual’s spouse and any lineal de-
scendant of the brother or sister, and

‘“(iv) the spouse of any individual described

in clause (ii) or (iii).
A spouse of an individual who is legally sepa-
rated from such individual under a decree of
divorce or separate maintenance shall not be
treated as such individual’s spouse for pur-
poses of this subparagraph.

¢“(6) TREATMENT OF SYNTHETIC EQUITY.—For
purposes of paragraphs (3) and (4), in the case
of a person who owns synthetic equity in the
S corporation, except to the extent provided
in regulations, the shares of stock in such
corporation on which such synthetic equity
is based shall be treated as outstanding
stock in such corporation and deemed-owned
shares of such person if such treatment of
synthetic equity of 1 or more such persons
results in—

““(A) the treatment of any person as a dis-
qualified person, or

‘“(B) the treatment of any year as a non-
allocation year.
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For purposes of this paragraph, synthetic eq-
uity shall be treated as owned by a person in
the same manner as stock is treated as
owned by a person under the rules of para-
graphs (2) and (3) of section 318(a). If, with-
out regard to this paragraph, a person is
treated as a disqualified person or a year is
treated as a nonallocation year, this para-
graph shall not be construed to result in the
person or year not being so treated.

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

‘“(A) EMPLOYEE STOCK OWNERSHIP PLAN.—
The term ‘employee stock ownership plan’
has the meaning given such term by section
4975(e)(7).

‘(B) EMPLOYER SECURITIES.—The term ‘em-
ployer security’ has the meaning given such
term by section 409(1).

‘“(C) SYNTHETIC EQUITY.—The term ‘syn-
thetic equity’ means any stock option, war-
rant, restricted stock, deferred issuance
stock right, or similar interest or right that
gives the holder the right to acquire or re-
ceive stock of the S corporation in the fu-
ture. Except to the extent provided in regu-
lations, synthetic equity also includes a
stock appreciation right, phantom stock
unit, or similar right to a future cash pay-
ment based on the value of such stock or ap-
preciation in such value.

‘(7Y REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section.”.

(b) COORDINATION WITH SECTION 4975(e)(7).—
The last sentence of section 4975(e)(7) (defin-
ing employee stock ownership plan) is
amended by inserting ‘¢, section 409(p),”” after
“409(n)”’.

(¢) EXCISE TAX.—

(1) APPLICATION OF TAX.—Subsection (a) of
section 4979A (relating to tax on certain pro-
hibited allocations of employer securities) is
amended—

(A) by striking ‘‘or’” at the end of para-
graph (1), and

(B) by striking all that follows paragraph
(2) and inserting the following:

‘“(3) there is any allocation of employer se-
curities which violates the provisions of sec-
tion 409(p), or a nonallocation year described
in subsection (e)(2)(C) with respect to an em-
ployee stock ownership plan, or

‘“(4) any synthetic equity is owned by a dis-
qualified person in any nonallocation year,
there is hereby imposed a tax on such alloca-
tion or ownership equal to 50 percent of the
amount involved.”.

(2) LIABILITY.—Section 4979A(c) (defining
liability for tax) is amended to read as fol-
lows:

‘‘(c) LIABILITY FOR TAX.—The tax imposed
by this section shall be paid—

‘(1) in the case of an allocation referred to
in paragraph (1) or (2) of subsection (a), by—

““(A) the employer sponsoring such plan, or

‘(B) the eligible worker-owned coopera-
tive,
which made the written statement described
in section 664(g)(1)(E) or in section
1042(b)(3)(B) (as the case may be), and

‘“(2) in the case of an allocation or owner-
ship referred to in paragraph (3) or (4) of sub-
section (a), by the S corporation the stock in
which was so allocated or owned.”.

(3) DEFINITIONS.—Section 4979A(e) (relating
to definitions) is amended to read as follows:

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

‘(1) DEFINITIONS.—Except as provided in
paragraph (2), terms used in this section
have the same respective meanings as when
used in sections 409 and 4978.

‘(2) SPECIAL RULES RELATING TO TAX IM-
POSED BY REASON OF PARAGRAPH (3) OR (4) OF
SUBSECTION (&).—

May 21, 2001

“(A) PROHIBITED ALLOCATIONS.—The
amount involved with respect to any tax im-
posed by reason of subsection (a)(3) is the
amount allocated to the account of any per-
son in violation of section 409(p)(1).

‘(B) SYNTHETIC EQUITY.—The amount in-
volved with respect to any tax imposed by
reason of subsection (a)(4) is the value of the
shares on which the synthetic equity is
based.

‘(C) SPECIAL RULE DURING FIRST NON-
ALLOCATION YEAR.—For purposes of subpara-
graph (A), the amount involved for the first
nonallocation year of any employee stock
ownership plan shall be determined by tak-
ing into account the total value of all the
deemed-owned shares of all disqualified per-
sons with respect to such plan.

‘(D) STATUTE OF LIMITATIONS.—The statu-
tory period for the assessment of any tax im-
posed by this section by reason of paragraph
(3) or (4) of subsection (a) shall not expire be-
fore the date which is 3 years from the later
of—

‘(i) the allocation or ownership referred to
in such paragraph giving rise to such tax, or

‘“(ii) the date on which the Secretary is no-
tified of such allocation or ownership.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to plan years begin-
ning after December 31, 2002.

(2) EXCEPTION FOR CERTAIN PLANS.—In the
case of any—

(A) employee stock ownership plan estab-
lished after July 11, 2000, or

(B) employee stock ownership plan estab-
lished on or before such date if employer se-
curities held by the plan consist of stock in
a corporation with respect to which an elec-
tion under section 1362(a) of the Internal
Revenue Code of 1986 is not in effect on such
date,
the amendments made by this section shall
apply to plan years ending after July 11, 2000.
SEC. 657. AUTOMATIC ROLLOVERS OF CERTAIN

MANDATORY DISTRIBUTIONS.

(a) DIRECT TRANSFERS OF MANDATORY DIs-
TRIBUTIONS.—

(1) IN GENERAL.—Section 401(a)(31) (relating
to optional direct transfer of eligible roll-
over distributions), as amended by section
643, is amended by redesignating subpara-
graphs (B), (C), and (D) as subparagraphs (C),
(D), and (E), respectively, and by inserting
after subparagraph (A) the following new
subparagraph:

“(B) CERTAIN MANDATORY DISTRIBUTIONS.—

‘(i) IN GENERAL.—In case of a trust which
is part of an eligible plan, such trust shall
not constitute a qualified trust under this
section unless the plan of which such trust is
a part provides that if—

““(I) a distribution described in clause (ii)
in excess of $1,000 is made, and

“‘(IT) the distributee does not make an elec-
tion under subparagraph (A) and does not
elect to receive the distribution directly,
the plan administrator shall make such
transfer to an individual retirement account
or annuity of a designated trustee or issuer
and shall notify the distributee in writing
(either separately or as part of the notice
under section 402(f)) that the distribution
may be transferred without cost or penalty
to another individual account or annuity.

‘(ii) ELIGIBLE PLAN.—For purposes of
clause (i), the term ‘eligible plan’ means a
plan which provides that any nonforfeitable
accrued benefit for which the present value
(as determined under section 411(a)(11)) does
not exceed $5,000 shall be immediately dis-
tributed to the participant.”.

(2) CONFORMING AMENDMENTS.—

(A) The heading of section 401(a)(31) is
amended by striking ‘‘OPTIONAL DIRECT’’ and
inserting ‘“DIRECT’.
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(B) Section 401(a)(31)(C), as redesignated by
paragraph (1), is amended by striking ‘‘Sub-
paragraph (A)” and inserting ‘‘Subpara-
graphs (A) and (B)”.

(b) NOTICE REQUIREMENT.—Section 402(f)(1)
(relating to written explanation to recipients
of distributions eligible for rollover treat-
ment) is amended by striking ‘‘and” at the
end of subparagraph (C), by striking the pe-
riod at the end of subparagraph (D), and by
adding at the end the following new subpara-
graph:

“(B) if applicable, of the provision requir-
ing a direct trustee-to-trustee transfer of a
distribution under section 401(a)(31)(B) un-
less the recipient elects otherwise.”’.

(¢) FIDUCIARY RULES.—

(1) IN GENERAL.—Section 404(c) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1104(c)) is amended by adding
at the end the following new paragraph:

‘“(3) In the case of a pension plan which
makes a transfer to an individual retirement
account or annuity of a designated trustee or
issuer under section 401(a)(31)(B) of the Inter-
nal Revenue Code of 1986, the participant or
beneficiary shall, for purposes of paragraph
(1), be treated as exercising control over the
assets in the account or annuity upon the
earlier of—

““(A) a rollover of all or a portion of the
amount to another individual retirement ac-
count or annuity; or

‘“(B) one year after the transfer is made.”’.

(2) REGULATIONS.—

(A) AUTOMATIC ROLLOVER SAFE HARBOR.—
The Secretary of Labor shall promulgate
regulations to provide guidance regarding
meeting the fiduciary requirements of sec-
tion 404(a) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C. 1104(a))
in the case of a pension plan which makes a
transfer under section 401(a)(31)(B) of the In-
ternal Revenue Code of 1986.

(B) USE OF LOW-COST INDIVIDUAL RETIRE-
MENT PLANS.—The Secretary of the Treasury
and the Secretary of Labor shall promulgate
such regulations as necessary to encourage
the use of low-cost individual retirement
plans for purposes of transfers under section
401(a)(31)(B) of the Internal Revenue Code of
1986 and for other uses as appropriate to pro-
mote the preservation of assets for retire-
ment income purposes.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsection (c) are prescribed.

SEC. 658. CLARIFICATION OF TREATMENT OF
CONTRIBUTIONS TO MULTIEM-
PLOYER PLAN.

(a) NOT CONSIDERED METHOD OF ACCOUNT-
ING.—For purposes of section 446 of the Inter-
nal Revenue Code of 1986, a determination
under section 404(a)(6) of such Code regarding
the taxable year with respect to which a con-
tribution to a multiemployer pension plan is
deemed made shall not be treated as a meth-
od of accounting of the taxpayer. No deduc-
tion shall be allowed for any taxable year for
any contribution to a multiemployer pension
plan with respect to which a deduction was
previously allowed.

(b) REGULATIONS.—The Secretary of the
Treasury shall promulgate such regulations
as necessary to clarify that a taxpayer shall
not be allowed, with respect to any taxable
year, an aggregate amount of deductions for
contributions to a multiemployer pension
plan which exceeds the amount of such con-
tributions made or deemed made under sec-
tion 404(a)(6) of the Internal Revenue Code of
1986 to such plan.

(c) EFFECTIVE DATE.—Subsection (a), and
any regulations promulgated under sub-
section (b), shall be effective for years end-
ing after the date of the enactment of this
Act.
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PART II—-TREATMENT OF PLAN AMEND-
MENTS REDUCING FUTURE BENEFIT AC-
CRUALS

SEC. 659. NOTICE REQUIRED FOR PENSION PLAN

AMENDMENTS HAVING THE EFFECT
OF SIGNIFICANTLY REDUCING FU-
TURE BENEFIT ACCRUALS.

(a) EXCISE TAX.—

(1) IN GENERAL.—Chapter 43 (relating to
qualified pension, etc., plans) is amended by
adding at the end the following new section:
“SEC. 4980F. FAILURE TO PROVIDE NOTICE OF

PENSION PLAN AMENDMENTS RE-
DUCING BENEFIT ACCRUALS.

‘‘(a) IMPOSITION OF TAX.—There is hereby
imposed a tax on the failure of an applicable
pension plan to meet the requirements of
subsection (e) with respect to any applicable
individual.

“(b) AMOUNT OF TAX.—

‘(1) IN GENERAL.—The amount of the tax
imposed by subsection (a) on any failure
with respect to any applicable individual
shall be $100 for each day in the noncompli-
ance period with respect to such failure.

‘“(2) NONCOMPLIANCE PERIOD.—For purposes
of this section, the term ‘noncompliance pe-
riod’ means, with respect to any failure, the
period beginning on the date the failure first
occurs and ending on the date the notice to
which the failure relates is provided or the
failure is otherwise corrected.

““(c) LIMITATIONS ON AMOUNT OF TAX.—

‘(1) TAX NOT TO APPLY WHERE FAILURE NOT
DISCOVERED AND REASONABLE DILIGENCE EXER-
CISED.—No tax shall be imposed by sub-
section (a) on any failure during any period
for which it is established to the satisfaction
of the Secretary that any person subject to
liability for the tax under subsection (d) did
not know that the failure existed and exer-
cised reasonable diligence to meet the re-
quirements of subsection (e).

“(2) TAX NOT TO APPLY TO FAILURES COR-
RECTED WITHIN 30 DAYS.—No tax shall be im-
posed by subsection (a) on any failure if—

‘“(A) any person subject to liability for the
tax under subsection (d) exercised reasonable
diligence to meet the requirements of sub-
section (e), and

‘“(B) such person provides the notice de-
scribed in subsection (e) during the 30-day
period beginning on the first date such per-
son knew, or exercising reasonable diligence
would have known, that such failure existed.

“(3) OVERALL LIMITATION FOR UNINTEN-
TIONAL FAILURES.—

‘“(A) IN GENERAL.—If the person subject to
liability for tax under subsection (d) exer-
cised reasonable diligence to meet the re-
quirements of subsection (e), the tax imposed
by subsection (a) for failures during the tax-
able year of the employer (or, in the case of
a multiemployer plan, the taxable year of
the trust forming part of the plan) shall not
exceed $500,000. For purposes of the preceding
sentence, all multiemployer plans of which
the same trust forms a part shall be treated
as 1 plan.

‘(B) TAXABLE YEARS IN THE CASE OF CER-
TAIN CONTROLLED GROUPS.—For purposes of
this paragraph, if all persons who are treated
as a single employer for purposes of this sec-
tion do not have the same taxable year, the
taxable years taken into account shall be de-
termined under principles similar to the
principles of section 1561.

‘“(4) WAIVER BY SECRETARY.—In the case of
a failure which is due to reasonable cause
and not to willful neglect, the Secretary may
waive part or all of the tax imposed by sub-
section (a) to the extent that the payment of
such tax would be excessive or otherwise in-
equitable relative to the failure involved.

“(d) LIABILITY FOR TAX.—The following
shall be liable for the tax imposed by sub-
section (a):

‘(1) In the case of a plan other than a mul-
tiemployer plan, the employer.
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‘(2) In the case of a multiemployer plan,
the plan.

‘“(e) NOTICE REQUIREMENTS FOR PLAN
AMENDMENTS SIGNIFICANTLY REDUCING BEN-
EFIT ACCRUALS.—

‘(1) IN GENERAL.—If the sponsor of an ap-
plicable pension plan adopts an amendment
which has the effect of significantly reducing
the rate of future benefit accrual of 1 or
more participants, the plan administrator
shall, not later than the 45th day before the
effective date of the amendment, provide
written notice to each applicable individual
(and to each employee organization rep-
resenting applicable individuals) which—

““(A) sets forth a summary of the plan
amendment and the effective date of the
amendment,

‘(B) includes a statement that the plan
amendment is expected to significantly re-
duce the rate of future benefit accrual,

‘(C) includes a description of the classes of
employees reasonably expected to be affected
by the reduction in the rate of future benefit
accrual,

‘(D) sets forth examples illustrating how
the plan will change benefits for such classes
of employees,

‘“(B) if paragraph (2) applies to the plan
amendment, includes a notice that the plan
administrator will provide a benefit esti-
mation tool kit described in paragraph (2)(B)
to each applicable individual no later than
the date required under paragraph (2)(A), and

‘“(F) includes a notice of each applicable
individual’s right under Federal law to re-
ceive, and of the procedures for requesting,
an annual benefit statement.

‘‘(2) REQUIREMENT TO PROVIDE BENEFIT ESTI-
MATION TOOL KIT.—

‘“‘(A) IN GENERAL.—If a plan amendment re-
sults in the significant restructuring of the
plan benefit formula (as determined under
regulations prescribed by the Secretary), the
plan administrator shall, not later than the
156th day before the effective date of the
amendment, provide a benefit estimation
tool kit described in subparagraph (B) to
each applicable individual. If such plan
amendment occurs within 12 months of an
event described in section 410(b)(6)(C), the
plan administrator shall in no event be re-
quired to provide the benefit estimation tool
kit to applicable individuals affected by the
event before the date which is 12 months
after the date on which notice under para-
graph (1) is given to such applicable individ-
uals.

‘(B) BENEFIT ESTIMATION TOOL KIT.—The
benefit estimation tool kit described in this
subparagraph shall include the following in-
formation:

‘(i) Sufficient information to enable an ap-
plicable individual to estimate the individ-
ual’s projected benefits under the terms of
the plan in effect both before and after the
adoption of the amendment.

‘‘(ii) The formulas and actuarial assump-
tions necessary to estimate under both such
plan terms a single life annuity at appro-
priate ages, and, when available, a lump sum
distribution.

‘“(iii) The interest rate used to compute a
lump sum distribution and information as to
whether the value of any early retirement
benefit or retirement-type subsidy (within
the meaning of section 411(d)(6)(B)(i)) is in-
cluded in the lump sum distribution.

“(3) NOTICE TO DESIGNEE.—Any notice
under paragraph (1) or (2) may be provided to
a person designated, in writing, by the per-
son to which it would otherwise be provided.

‘(4) FORM OF EXPLANATION.—The informa-
tion required to be provided under this sub-
section shall be provided in a manner cal-
culated to be reasonably understood by the
average plan participant.



S5374

‘‘(f) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

(1) APPLICABLE INDIVIDUAL.—

‘“(A) IN GENERAL.—The term ‘applicable in-
dividual’ means, with respect to any plan
amendment—

‘(i) each participant in the plan, and

‘‘(ii) any beneficiary who is an alternate
payee (within the meaning of section
414(p)(8)) under an applicable qualified do-
mestic relations order (within the meaning
of section 414(p)(1)(A)),
whose rate of future benefit accrual under
the plan may reasonably be expected to be
significantly reduced by such plan amend-
ment.

‘“(B) EXCEPTION FOR PARTICIPANTS WITH
LESS THAN 1 YEAR OF PARTICIPATION.—Such
term shall not include a participant who has
less than 1 year of participation (within the
meaning of section 411(b)(4)) under the plan
as of the effective date of the plan amend-
ment.

‘(2) APPLICABLE PENSION PLAN.—The term
‘applicable pension plan’ means—

‘“(A) a defined benefit plan, or

‘(B) an individual account plan which is

subject to the funding standards of section
412.
Such term shall not include a governmental
plan (within the meaning of section 414(d)), a
church plan (within the meaning of section
414(e)) with respect to which an election
under section 410(d) has not been made, or
any other plan to which section 204(h) of the
Employee Retirement Income Security Act
of 1974 does not apply.

‘“(3) EARLY RETIREMENT.—A plan amend-
ment which eliminates or significantly re-
duces any early retirement benefit or retire-
ment-type subsidy (within the meaning of
section 411(d)(6)(B)(i)) shall be treated as
having the effect of significantly reducing
the rate of future benefit accrual.

“(g) REGULATIONS.—The Secretary shall,
not later than 1 year after the date of the en-
actment of this section, issue—

‘(1) the regulations described in subsection
(e)(2)(A) and section 204(h)(2)(A) of the Em-
ployee Retirement Income Security Act of
1974, and

‘“(2) guidance for both of the examples de-
scribed in subsection (e)(1)(D) and section
204(h)(1)(D) of the Employee Retirement In-
come Security Act of 1974 and the benefit es-
timation tool kit described in subsection
(e)(2)(B) and section 204(h)(2)(B) of the Em-
ployee Retirement Income Security Act of
1974.

“(h) NEW TECHNOLOGIES.—The Secretary
may by regulation allow any notice under
paragraph (1) or (2) of subsection (e) to be
provided by using new technologies. Such
regulations shall ensure that at least one op-
tion for providing such notice is not depend-
ent on new technologies.”

(2) CONFORMING AMENDMENT.—The table of
sections for chapter 43 is amended by adding
at the end the following new item:

‘“Sec. 4980F. Failure to provide notice of pen-
sion plan amendments reducing
benefit accruals.”

(b) AMENDMENT OF ERISA.—Section 204(h)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1054(h)) is amended
to read as follows:

“(h)(1) If an applicable pension plan is
amended so as to provide a significant reduc-
tion in the rate of future benefit accrual of
1 or more participants, the plan adminis-
trator shall, not later than the 45th day be-
fore the effective date of the amendment,
provide written notice to each applicable in-
dividual (and to each employee organization
representing applicable individuals) which—

““(A) sets forth a summary of the plan
amendment and the effective date of the
amendment,
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‘“(B) includes a statement that the plan
amendment is expected to significantly re-
duce the rate of future benefit accrual,

“(C) includes a description of the classes of
employees reasonably expected to be affected
by the reduction in the rate of future benefit
accrual,

‘(D) sets forth examples illustrating how
the plan will change benefits for such classes
of employees,

‘“(E) if paragraph (2) applies to the plan
amendment, includes a notice that the plan
administrator will provide a benefit esti-
mation tool kit described in paragraph (2)(B)
to each applicable individual no later than
the date required under paragraph (2)(A), and

‘“(F) includes a notice of each applicable
individual’s right under Federal law to re-
ceive, and of the procedures for requesting,
an annual benefit statement.

‘“(2)(A) If a plan amendment results in the
significant restructuring of the plan benefit
formula (as determined under regulations
prescribed by the Secretary of the Treasury),
the plan administrator shall, not later than
the 15th day before the effective date of the
amendment, provide a benefit estimation
tool kit described in subparagraph (B) to
each applicable individual. If such plan
amendment occurs within 12 months of an
event described in section 410(b)(6)(C) of the
Internal Revenue Code of 1986, the plan ad-
ministrator shall in no event be required to
provide the benefit estimation tool kit to ap-
plicable individuals affected by the event be-
fore the date which is 12 months after the
date on which notice under paragraph (1) is
given to such applicable individuals.

‘“(B) The benefit estimation tool kit de-
scribed in this subparagraph shall include
the following information:

‘(1) Sufficient information to enable an ap-
plicable individual to estimate the individ-
ual’s projected benefits under the terms of
the plan in effect both before and after the
adoption of the amendment.

‘(i) The formulas and actuarial assump-
tions necessary to estimate under both such
plan terms a single life annuity at appro-
priate ages, and, when available, a lump sum
distribution.

‘(iii) The interest rate used to compute a
lump sum distribution and information as to
whether the value of any early retirement
benefit or retirement-type subsidy (within
the meaning of subsection (g)(2)(A)) is in-
cluded in the lump sum distribution.

‘“(3) Any notice under paragraph (1) or (2)
may be provided to a person designated, in
writing, by the person to which it would oth-
erwise be provided.

‘“(4) The information required to be pro-
vided under this subsection shall be provided
in a manner calculated to be reasonably un-
derstood by the average participant.

‘““(5)(A) In the case of any failure to exer-
cise due diligence in meeting any require-
ment of this subsection with respect to any
plan amendment, the provisions of the appli-
cable pension plan shall be applied as if such
plan amendment entitled all applicable indi-
viduals to the greater of—

‘(i) the benefits to which they would have
been entitled without regard to such amend-
ment, or

‘“(ii) the benefits under the plan with re-
gard to such amendment.

‘““(B) For purposes of subparagraph (A),
there is a failure to exercise due diligence in
meeting the requirements of this subsection
if such failure is within the control of the
plan sponsor and is—

‘(i) an intentional failure (including any
failure to promptly provide the required no-
tice or information after the plan adminis-
trator discovers an unintentional failure to
meet the requirements of this subsection),

‘“(i1) a failure to provide most of the indi-
viduals with most of the information they
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are entitled to receive under this subsection,
or

‘‘(iii) a failure to exercise due diligence
which is determined under regulations pre-
scribed by the Secretary of the Treasury.

‘(C) For excise tax on failure to meet re-
quirements, see section 4980F of the Internal
Revenue Code of 1986.

““(5)(A) For purposes of this subsection, the
term ‘applicable individual’ means, with re-
spect to any plan amendment—

‘(i) each participant in the plan, and

‘‘(ii) any beneficiary who is an alternate
payee (within the meaning of section
206(d)(3)(K)) under an applicable qualified do-
mestic relations order (within the meaning
of section 206(d)(3)(B)),
whose rate of future benefit accrual under
the plan may reasonably be expected to be
significantly reduced by such plan amend-
ment.

‘(B) Such term shall not include a partici-
pant who has less than 1 year of participa-
tion (within the meaning of subsection (b)(4))
under the plan as of the effective date of the
plan amendment.

‘“(6) For purposes of this subsection, the
term ‘applicable pension plan’ means—

‘“(A) a defined benefit plan, or

‘(B) an individual account plan which is
subject to the funding standards of section
302.

“(7) For purposes of this subsection, a plan
amendment which eliminates or signifi-
cantly reduces any early retirement benefit
or retirement-type subsidy (within the
meaning of section 204(g)(2)(A)) shall be
treated as having the effect of significantly
reducing the rate of future benefit accrual.

‘(8) The Secretary of the Treasury may by
regulation allow any notice under this sub-
section to be provided by using new tech-
nologies. Such regulation shall ensure that
at least one option for providing such notice
is not dependent on new technologies.”

(c) REGULATIONS RELATING TO EARLY RE-
TIREMENT SUBSIDIES.—The Secretary of the
Treasury or the Secretary’s delegate shall,
not later than 1 year after the date of the en-
actment of this Act, issue regulations relat-
ing to early retirement benefits or retire-
ment-type subsidies described in section
411(d)(6)(B)(i) of the Internal Revenue Code
of 1986 and section 204(g)(2)(A) of the Em-
ployee Retirement Income Security Act of
1974.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to plan amendments
taking effect on or after the date of the en-
actment of this Act.

(2) TRANSITION.—Until such time as the
Secretary of the Treasury issues regulations
under section 4980F(e)(2) of the Internal Rev-
enue Code of 1986 and section 204(h)(2) of the
Employee Retirement Income Security Act
of 1974 (as added by the amendments made by
this section), a plan shall be treated as meet-
ing the requirements of such sections if it
makes a good faith effort to comply with
such requirements.

(3) SPECIAL NOTICE RULES.—The period for
providing any notice required by the amend-
ments made by this section shall not end be-
fore the date which is 3 months after the
date of the enactment of this Act.

(d) STuDY.—The Secretary of the Treasury
shall prepare a report on the effects of sig-
nificant restructurings of plan benefit for-
mulas of traditional defined benefit plans.
Such study shall examine the effects of such
restructurings on longer service partici-
pants, including the incidence and effects of
“wear away’’ provisions under which partici-
pants earn no additional benefits for a period
of time after restructuring. As soon as prac-
ticable, but not later than one year after the
date of enactment of this Act, the Secretary
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shall submit such report, together with rec-
ommendations thereon, to the Committee on
Ways and Means and the Committee on Edu-
cation and the Workforce of the House of
Representatives and the Committee on Fi-
nance and the Committee on Health, Edu-
cation, Labor, and Pensions of the Senate.

Subtitle F—Reducing Regulatory Burdens
SEC. 661. MODIFICATION OF TIMING OF PLAN

VALUATIONS.

(a) IN GENERAL.—Paragraph (9) of section
412(c) (relating to annual valuation) is
amended to read as follows:

“(9) ANNUAL VALUATION.—

“‘(A) IN GENERAL.—For purposes of this sec-
tion, a determination of experience gains and
losses and a valuation of the plan’s liability
shall be made not less frequently than once
every year, except that such determination
shall be made more frequently to the extent
required in particular cases under regula-
tions prescribed by the Secretary.

“(B) VALUATION DATE.—

‘(i) CURRENT YEAR.—Except as provided in
clause (ii), the valuation referred to in sub-
paragraph (A) shall be made as of a date
within the plan year to which the valuation
refers or within one month prior to the be-
ginning of such year.

¢“(ii) ELECTION TO USE PRIOR YEAR VALU-
ATION.—The valuation referred to in subpara-
graph (A) may be made as of a date within
the plan year prior to the year to which the
valuation refers if—

“(I) an election is in effect under this
clause with respect to the plan, and

‘“(IT) as of such date, the value of the assets
of the plan are not less than 125 percent of
the plan’s current liability (as defined in
paragraph (7)(B)).

‘“(iii) ADJUSTMENTS.—Information under
clause (ii) shall, in accordance with regula-
tions, be actuarially adjusted to reflect sig-
nificant differences in participants.

‘“(iv) ELECTION.—An election under clause
(ii), once made, shall be irrevocable without
the consent of the Secretary.”.

(b) AMENDMENT OF ERISA.—Paragraph (9)
of section 302(c) of the Employee Retirement
Income Security Act of 197 (29 U.S.C.
1053(c)) is amended—

(1) by inserting ‘“(A)”’ after ““(9)”, and

(2) by adding at the end the following:

“(B)(1) Except as provided in clause (ii),
the valuation referred to in subparagraph (A)
shall be made as of a date within the plan
year to which the valuation refers or within
one month prior to the beginning of such
year.

‘“(ii) The valuation referred to in subpara-
graph (A) may be made as of a date within
the plan year prior to the year to which the
valuation refers if—

“(I) an election is in effect under this
clause with respect to the plan, and

‘“(IT) as of such date, the value of the assets
of the plan are not less than 125 percent of
the plan’s current liability (as defined in
paragraph (7)(B)).

¢“(iii) Information under clause (ii) shall, in
accordance with regulations, be actuarially
adjusted to reflect significant differences in
participants.

‘(iv) An election under clause (ii), once
made, shall be irrevocable without the con-
sent of the Secretary of the Treasury.”.

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

SEC. 662. ESOP DIVIDENDS MAY BE REINVESTED
WITHOUT LOSS OF DIVIDEND DE-
DUCTION.

(a) IN GENERAL.—Section 404(k)(2)(A) (de-
fining applicable dividends) is amended by
striking ‘“‘or’’ at the end of clause (ii), by re-
designating clause (iii) as clause (iv), and by
inserting after clause (ii) the following new
clause:
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‘(iii) is, at the election of such partici-
pants or their beneficiaries—

‘() payable as provided in clause (i) or (ii),
or

‘“(IT) paid to the plan and reinvested in
qualifying employer securities, or’’.

(b) LIMITATION ON AMOUNT OF DEDUCTION.—
Section 404(k)(1) (relating to deduction for
dividends paid on certain employer securi-
ties) is amended to read as follows:

(1) DEDUCTION ALLOWED.—

‘““(A) IN GENERAL.—In the case of a C cor-
poration, there shall be allowed as a deduc-
tion for the taxable year an amount equal
to—

‘(i) the amount of any applicable dividend
described in clause (i), (ii), or (iv) of para-
graph (2)(A), and

‘“(ii) the applicable percentage of any ap-
plicable dividend described in clause (iii),
paid in cash by such corporation during the
taxable year with respect to applicable em-
ployer securities. Such deduction shall be in
addition to the deduction allowed subsection
(a).

“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable
percentage shall be determined in accord-
ance with the following table:

“For taxable years be-

ginning in: percentage is:
2002, 2003, and 2004 .................. 25 percent
2005, 2006, and 2007 ................. 50 percent
2008, 2009, and 2010 ... .15 percent

2011 and thereafter .... 100 percent.”.

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

SEC. 663. REPEAL OF TRANSITION RULE RELAT-
ING TO CERTAIN HIGHLY COM-
PENSATED EMPLOYEES.

(a) IN GENERAL.—Paragraph (4) of section
1114(c) of the Tax Reform Act of 1986 is here-
by repealed.

(b) EFFECTIVE DATE.—The repeal made by
subsection (a) shall apply to plan years be-
ginning after December 31, 2001.

SEC. 664. EMPLOYEES OF TAX-EXEMPT ENTITIES.

(a) IN GENERAL.—The Secretary of the
Treasury shall modify Treasury Regulations
section 1.410(b)-6(g) to provide that employ-
ees of an organization described in section
403(b)(1)(A)({) of the Internal Revenue Code
of 1986 who are eligible to make contribu-
tions under section 403(b) of such Code pursu-
ant to a salary reduction agreement may be
treated as excludable with respect to a plan
under section 401(k) or (m) of such Code that
is provided under the same general arrange-
ment as a plan under such section 401(k), if—

(1) no employee of an organization de-
scribed in section 403(b)(1)(A)(i) of such Code
is eligible to participate in such section
401(k) plan or section 401(m) plan; and

(2) 95 percent of the employees who are not
employees of an organization described in
section 403(b)(1)(A)(i) of such Code are eligi-
ble to participate in such plan under such
section 401(k) or (m).

(b) EFFECTIVE DATE.—The modification re-
quired by subsection (a) shall apply as of the
same date set forth in section 1426(b) of the
Small Business Job Protection Act of 1996.
SEC. 665. CLARIFICATION OF TREATMENT OF EM-

PLOYER-PROVIDED RETIREMENT
ADVICE.

(a) IN GENERAL.—Subsection (a) of section
132 (relating to exclusion from gross income)
is amended by striking ‘‘or’’ at the end of
paragraph (5), by striking the period at the
end of paragraph (6) and inserting ‘¢, or”’, and
by adding at the end the following new para-
graph:

‘(7 qualified retirement planning serv-
ices.”.

(b) QUALIFIED RETIREMENT PLANNING SERV-
ICES DEFINED.—Section 132 is amended by re-

The applicable
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designating subsection (m) as subsection (n)
and by inserting after subsection (1) the fol-
lowing:

‘“(m) QUALIFIED RETIREMENT PLANNING
SERVICES.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified retirement planning
services’ means any retirement planning ad-
vice or information provided to an employee
and his spouse by an employer maintaining a
qualified employer plan.

‘‘(2) NONDISCRIMINATION RULE.—Subsection
(a)(7) shall apply in the case of highly com-
pensated employees only if such services are
available on substantially the same terms to
each member of the group of employees nor-
mally provided education and information
regarding the employer’s qualified employer
plan.

‘“(3) QUALIFIED EMPLOYER PLAN.—For pur-
poses of this subsection, the term ‘qualified
employer plan’ means a plan, contract, pen-
sion, or account described in section
219(2)(5).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 666. REPORTING SIMPLIFICATION.

(a) SIMPLIFIED ANNUAL FILING REQUIRE-
MENT FOR OWNERS AND THEIR SPOUSES.—

(1) IN GENERAL.—The Secretary of the
Treasury shall modify the requirements for
filing annual returns with respect to one-
participant retirement plans to ensure that
such plans with assets of $250,000 or less as of
the close of the plan year and each plan year
beginning on or after January 1, 1994, need
not file a return for that year.

(2) ONE-PARTICIPANT RETIREMENT PLAN DE-
FINED.—For purposes of this subsection, the
term ‘‘one-participant retirement plan”’
means a retirement plan that—

(A) on the first day of the plan year—

(i) covered only the employer (and the em-
ployer’s spouse) and the employer owned the
entire business (whether or not incor-
porated); or

(ii) covered only one or more partners (and
their spouses) in a business partnership (in-
cluding partners in an S or C corporation);

(B) meets the minimum coverage require-
ments of section 410(b) of the Internal Rev-
enue Code of 1986 without being combined
with any other plan of the business that cov-
ers the employees of the business;

(C) does not provide benefits to anyone ex-
cept the employer (and the employer’s
spouse) or the partners (and their spouses);

(D) does not cover a business that is a
member of an affiliated service group, a con-
trolled group of corporations, or a group of
businesses under common control; and

(E) does not cover a business that leases
employees.

(3) OTHER DEFINITIONS.—Terms used in
paragraph (2) which are also used in section
414 of the Internal Revenue Code of 1986 shall
have the respective meanings given such
terms by such section.

(b) EFFECTIVE DATE.—The provisions of
this section shall take effect on January 1,
2002.

SEC. 667. IMPROVEMENT OF EMPLOYEE PLANS
COMPLIANCE RESOLUTION SYSTEM.

The Secretary of the Treasury shall con-
tinue to update and improve the Employee
Plans Compliance Resolution System (or any
successor program) giving special attention
to—

(1) increasing the awareness and knowledge
of small employers concerning the avail-
ability and use of the program;

(2) taking into account special concerns
and circumstances that small employers face
with respect to compliance and correction of
compliance failures;
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(3) extending the duration of the self-cor-
rection period under the Self-Correction Pro-
gram for significant compliance failures;

(4) expanding the availability to correct in-
significant compliance failures under the
Self-Correction Program during audit; and

(5) assuring that any tax, penalty, or sanc-
tion that is imposed by reason of a compli-
ance failure is not excessive and bears a rea-
sonable relationship to the nature, extent,
and severity of the failure.

SEC. 668. REPEAL OF THE MULTIPLE USE TEST.

(a) IN GENERAL.—Paragraph (9) of section
401(m) is amended to read as follows:

‘“(9) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section and subsection (k), including regula-
tions permitting appropriate aggregation of
plans and contributions.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 2001.

SEC. 669. FLEXIBILITY IN NONDISCRIMINATION,
COVERAGE, AND LINE OF BUSINESS
RULES.

(a) NONDISCRIMINATION.—

(1) IN GENERAL.—The Secretary of the
Treasury shall, by regulation, provide that a
plan shall be deemed to satisfy the require-
ments of section 401(a)(4) of the Internal
Revenue Code of 1986 if such plan satisfies
the facts and circumstances test under sec-
tion 401(a)(4) of such Code, as in effect before
January 1, 1994, but only if—

(A) the plan satisfies conditions prescribed
by the Secretary to appropriately limit the
availability of such test; and

(B) the plan is submitted to the Secretary
for a determination of whether it satisfies
such test.

Subparagraph (B) shall only apply to the ex-
tent provided by the Secretary.

(2) EFFECTIVE DATES.—

(A) REGULATIONS.—The regulation required
by paragraph (1) shall apply to years begin-
ning after December 31, 2001.

(B) CONDITIONS OF AVAILABILITY.—Any con-
dition of availability prescribed by the Sec-
retary under paragraph (1)(A) shall not apply
before the first year beginning not less than
120 days after the date on which such condi-
tion is prescribed.

(b) COVERAGE TEST.—

(1) IN GENERAL.—Section 410(b)(1) (relating
to minimum coverage requirements) is
amended by adding at the end the following:

‘(D) In the case that the plan fails to meet
the requirements of subparagraphs (A), (B)
and (C), the plan—

‘“(i) satisfies subparagraph (B), as in effect
immediately before the enactment of the
Tax Reform Act of 1986,

‘“(ii) is submitted to the Secretary for a de-
termination of whether it satisfies the re-
quirement described in clause (i), and

‘“(iii) satisfies conditions prescribed by the
Secretary by regulation that appropriately
limit the availability of this subparagraph.
Clause (ii) shall apply only to the extent pro-
vided by the Secretary.”’.

(2) EFFECTIVE DATES.—

(A) IN GENERAL.—The amendment made by
paragraph (1) shall apply to years beginning
after December 31, 2001.

(B) CONDITIONS OF AVAILABILITY.—AnNy con-
dition of availability prescribed by the Sec-
retary under regulations prescribed by the
Secretary under section 410(b)(1)(D) of the
Internal Revenue Code of 1986 shall not apply
before the first year beginning not less than
120 days after the date on which such condi-
tion is prescribed.

(c) LINE OF BUSINESS RULES.—The Sec-
retary of the Treasury shall, on or before De-
cember 31, 2001, modify the existing regula-
tions issued under section 414(r) of the Inter-
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nal Revenue Code of 1986 in order to expand
(to the extent that the Secretary determines
appropriate) the ability of a pension plan to
demonstrate compliance with the line of
business requirements based upon the facts
and circumstances surrounding the design
and operation of the plan, even though the
plan is unable to satisfy the mechanical
tests currently used to determine compli-
ance.
SEC. 670. EXTENSION TO ALL GOVERNMENTAL
PLANS OF MORATORIUM ON APPLI-
CATION OF CERTAIN NON-
DISCRIMINATION RULES APPLICA-
BLE TO STATE AND LOCAL PLANS.

(a) IN GENERAL.—

(1) Subparagraph (G) of section 401(a)(b)
and subparagraph (H) of section 401(a)(26) are
each amended by striking ‘‘section 414(d))”
and all that follows and inserting ‘‘section
414(d)).”.

(2) Subparagraph (G) of section 401(k)(3)
and paragraph (2) of section 1505(d) of the
Taxpayer Relief Act of 1997 are each amend-
ed by striking ‘“‘maintained by a State or
local government or political subdivision
thereof (or agency or instrumentality there-
of)”.

(b) CONFORMING AMENDMENTS.—

(1) The heading for subparagraph (G) of
section 401(a)(5) is amended to read as fol-
lows: ‘‘GOVERNMENTAL PLANS”.

(2) The heading for subparagraph (H) of
section 401(a)(26) is amended to read as fol-

lows: “EXCEPTION FOR GOVERNMENTAL
PLANS”.

(3) Subparagraph (G) of section 401(k)(3) is
amended by inserting ‘‘GOVERNMENTAL

PLANS.— after ‘“(G)”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 2001.

Subtitle G—Other ERISA Provisions
SEC. 681. MISSING PARTICIPANTS.

(a) IN GENERAL.—Section 4050 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1350) is amended by redesig-
nating subsection (c) as subsection (e) and by
inserting after subsection (b) the following
new subsection:

‘“(c) MULTIEMPLOYER PLANS.—The corpora-
tion shall prescribe rules similar to the rules
in subsection (a) for multiemployer plans
covered by this title that terminate under
section 4041A.

“(d) PLANS NOT OTHERWISE SUBJECT TO
TITLE.—

‘(1) TRANSFER TO CORPORATION.—The plan
administrator of a plan described in para-
graph (4) may elect to transfer a missing par-
ticipant’s benefits to the corporation upon
termination of the plan.

¢‘(2) INFORMATION TO THE CORPORATION.—To0
the extent provided in regulations, the plan
administrator of a plan described in para-
graph (4) shall, upon termination of the plan,
provide the corporation information with re-
spect to benefits of a missing participant if
the plan transfers such benefits—

‘“(A) to the corporation, or

‘(B) to an entity other than the corpora-
tion or a plan described in paragraph
BHB)(Ai).

¢“(3) PAYMENT BY THE CORPORATION.—If ben-
efits of a missing participant were trans-
ferred to the corporation under paragraph
(1), the corporation shall, upon location of
the participant or beneficiary, pay to the
participant or beneficiary the amount trans-
ferred (or the appropriate survivor benefit)
either—

‘“(A) in a single sum (plus interest), or

‘(B) in such other form as is specified in
regulations of the corporation.

‘‘(4) PLANS DESCRIBED.—A plan is described
in this paragraph if—

‘“(A) the plan is a pension plan (within the
meaning of section 3(2))—
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‘(i) to which the provisions of this section
do not apply (without regard to this sub-
section), and

‘‘(ii) which is not a plan described in para-
graphs (2) through (11) of section 4021(b), and

‘“(B) at the time the assets are to be dis-
tributed upon termination, the plan—

‘(i) has missing participants, and

‘‘(ii) has not provided for the transfer of as-
sets to pay the benefits of all missing par-
ticipants to another pension plan (within the
meaning of section 3(2)).

‘“(5) CERTAIN PROVISIONS NOT TO APPLY.—
Subsections (a)(1) and (a)(3) shall not apply
to a plan described in paragraph (4).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsections (¢) and (d) of section
4050 of the Employee Retirement Income Se-
curity Act of 1974 (as added by subsection
(a)), respectively, are prescribed.

SEC. 682. REDUCED PBGC PREMIUM FOR NEW
PLANS OF SMALL EMPLOYERS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 197 (29 U.S.C.
1306(a)(3)(A)) is amended—

(1) in clause (i), by inserting ‘‘other than a
new single-employer plan (as defined in sub-
paragraph (F)) maintained by a small em-
ployer (as so defined),” after ‘‘single-em-
ployer plan,”’,

(2) in clause (iii), by striking the period at
the end and inserting ‘¢, and”’, and

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

‘(iv) in the case of a new single-employer
plan (as defined in subparagraph (F)) main-
tained by a small employer (as so defined)
for the plan year, $56 for each individual who
is a participant in such plan during the plan
year.”.

(b) DEFINITION OF NEW SINGLE-EMPLOYER
PLAN.—Section 4006(a)(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1306(a)(3)) is amended by adding at the
end the following new subparagraph:

“(F)(i) For purposes of this paragraph, a
single-employer plan maintained by a con-
tributing sponsor shall be treated as a new
single-employer plan for each of its first 5
plan years if, during the 36-month period
ending on the date of the adoption of such
plan, the sponsor or any member of such
sponsor’s controlled group (or any prede-
cessor of either) did not establish or main-
tain a plan to which this title applies with
respect to which benefits were accrued for
substantially the same employees as are in
the new single-employer plan.

“(ii)(I) For purposes of this paragraph, the
term ‘small employer’ means an employer
which on the first day of any plan year has,
in aggregation with all members of the con-
trolled group of such employer, 100 or fewer
employees.

““(II) In the case of a plan maintained by
two or more contributing sponsors that are
not part of the same controlled group, the
employees of all contributing sponsors and
controlled groups of such sponsors shall be
aggregated for purposes of determining
whether any contributing sponsor is a small
employer.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plans es-
tablished after December 31, 2001.

SEC. 683. REDUCTION OF ADDITIONAL PBGC PRE-
MIUM FOR NEW AND SMALL PLANS.

(a) NEW PLANS.—Subparagraph (E) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(E)) is amended by adding at the end
the following new clause:

‘“(v) In the case of a new defined benefit
plan, the amount determined under clause
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(ii) for any plan year shall be an amount
equal to the product of the amount deter-
mined under clause (ii) and the applicable
percentage. For purposes of this clause, the
term ‘applicable percentage’ means—

“(I) 0 percent, for the first plan year.

“‘(II) 20 percent, for the second plan year.

‘“(III) 40 percent, for the third plan year.

‘“(IV) 60 percent, for the fourth plan year.

“(V) 80 percent, for the fifth plan year.

For purposes of this clause, a defined benefit
plan (as defined in section 3(35)) maintained
by a contributing sponsor shall be treated as
a new defined benefit plan for each of its
first 5 plan years if, during the 36-month pe-
riod ending on the date of the adoption of
the plan, the sponsor and each member of
any controlled group including the sponsor
(or any predecessor of either) did not estab-
lish or maintain a plan to which this title
applies with respect to which benefits were
accrued for substantially the same employ-
ees as are in the new plan.”.

(b) SMALL PLANS.—Paragraph (3) of section
4006(a) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1306(a)), as
amended by section 682(b), is amended—

(1) by striking ‘“The” in subparagraph
(E)(i) and inserting ‘‘Except as provided in
subparagraph (G), the’’, and

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

“(G)(1) In the case of an employer who has
25 or fewer employees on the first day of the
plan year, the additional premium deter-
mined under subparagraph (E) for each par-
ticipant shall not exceed $56 multiplied by the
number of participants in the plan as of the
close of the preceding plan year.

‘‘(ii) For purposes of clause (i), whether an
employer has 25 or fewer employees on the
first day of the plan year is determined tak-
ing into consideration all of the employees
of all members of the contributing sponsor’s
controlled group. In the case of a plan main-
tained by two or more contributing sponsors,
the employees of all contributing sponsors
and their controlled groups shall be aggre-
gated for purposes of determining whether
the 25-or-fewer-employees limitation has
been satisfied.”.

(¢) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made
by subsection (a) shall apply to plans estab-
lished after December 31, 2001.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to plan years
beginning after December 31, 2001.

SEC. 684. AUTHORIZATION FOR PBGC TO PAY IN-
TEREST ON PREMIUM OVERPAY-
MENT REFUNDS.

(a) IN GENERAL.—Section 4007(b) of the Em-
ployment Retirement Income Security Act
of 1974 (29 U.S.C. 1307(b)) is amended—

(1) by striking ““(b)”’ and inserting ‘“(b)(1)”’,
and

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

‘“(2) The corporation is authorized to pay,
subject to regulations prescribed by the cor-
poration, interest on the amount of any
overpayment of premium refunded to a des-
ignated payor. Interest under this paragraph
shall be calculated at the same rate and in
the same manner as interest is calculated for
underpayments under paragraph (1).”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to inter-
est accruing for periods beginning not earlier
than the date of the enactment of this Act.
SEC. 685. SUBSTANTIAL OWNER BENEFITS IN

TERMINATED PLANS.

(a) MODIFICATION OF PHASE-IN OF GUAR-
ANTEE.—Section 4022(b)(5) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1322(b)(5)) is amended to read as fol-
lows:

“(5)(A) For purposes of this paragraph, the
term ‘majority owner’ means an individual
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who, at any time during the 60-month period
ending on the date the determination is
being made—

‘“(i) owns the entire interest in an unincor-
porated trade or business,

‘“(i1) in the case of a partnership, is a part-
ner who owns, directly or indirectly, 50 per-
cent or more of either the capital interest or
the profits interest in such partnership, or

‘‘(iii) in the case of a corporation, owns, di-
rectly or indirectly, 50 percent or more in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of clause (iii), the constructive
ownership rules of section 1563(e) of the In-
ternal Revenue Code of 1986 shall apply (de-
termined without regard to section
1563(e)(3)(C)).

‘(B) In the case of a participant who is a
majority owner, the amount of benefits guar-
anteed under this section shall equal the
product of—

‘(i) a fraction (not to exceed 1) the numer-
ator of which is the number of years from
the later of the effective date or the adoption
date of the plan to the termination date, and
the denominator of which is 10, and

‘“(ii) the amount of benefits that would be
guaranteed under this section if the partici-
pant were not a majority owner.”.

(b) MODIFICATION OF ALLOCATION OF AS-
SETS.—

(1) Section 4044(a)(4)(B) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1344(a)(4)(B)) is amended by striking
‘“‘section 4022(b)(5)”’ and inserting ‘‘section
4022(b)(5)(B)”".

(2) Section 4044(b) of such Act (29 U.S.C.
1344(b)) is amended—

(A) by striking ‘‘(5)”’ in paragraph (2) and
inserting ‘‘(4), (6),”, and

(B) Dby redesignating paragraphs (3)
through (6) as paragraphs (4) through (7), re-
spectively, and by inserting after paragraph
(2) the following new paragraph:

“(3) If assets available for allocation under
paragraph (4) of subsection (a) are insuffi-
cient to satisfy in full the benefits of all in-
dividuals who are described in that para-
graph, the assets shall be allocated first to
benefits described in subparagraph (A) of
that paragraph. Any remaining assets shall
then be allocated to benefits described in
subparagraph (B) of that paragraph. If assets
allocated to such subparagraph (B) are insuf-
ficient to satisfy in full the benefits de-
scribed in that subparagraph, the assets
shall be allocated pro rata among individuals
on the basis of the present value (as of the
termination date) of their respective benefits
described in that subparagraph.”.

(c) CONFORMING AMENDMENTS.—

(1) Section 4021 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1321) is amended—

(A) in subsection (b)(9), by striking ‘‘as de-
fined in section 4022(b)(6)”’, and

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

‘“(d) For purposes of subsection (b)(9), the
term ‘substantial owner’ means an indi-
vidual who, at any time during the 60-month
period ending on the date the determination
is being made—

‘(1) owns the entire interest in an unincor-
porated trade or business,

‘“(2) in the case of a partnership, is a part-
ner who owns, directly or indirectly, more
than 10 percent of either the capital interest
or the profits interest in such partnership, or

‘(3) in the case of a corporation, owns, di-
rectly or indirectly, more than 10 percent in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of paragraph (3), the construc-
tive ownership rules of section 1563(e) of the
Internal Revenue Code of 1986 shall apply
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(determined without section
1563(e)(3)(C)).”.

(2) Section 4043(c)(7) of such Act (29 U.S.C.
1343(c)(7)) is amended by striking ‘‘section
4022(b)(6)”’ and inserting ‘‘section 4021(d)”’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan terminations—

(A) under section 4041(c) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1341(c)) with respect to which notices
of intent to terminate are provided under
section 4041(a)(2) of such Act (29 U.S.C.
1341(a)(2)) after December 31, 2001, and

(B) under section 4042 of such Act (29 U.S.C.
1342) with respect to which proceedings are
instituted by the corporation after such
date.

(2) CONFORMING AMENDMENTS.—The amend-
ments made by subsection (c) shall take ef-
fect on January 1, 2002.

Subtitle H—Miscellaneous Provisions
SEC. 691. TAX TREATMENT AND INFORMATION
REQUIREMENTS OF ALASKA NATIVE
SETTLEMENT TRUSTS.

(a) TREATMENT OF ALASKA NATIVE SETTLE-
MENT TRUSTS.—Subpart A of part I of sub-
chapter J of chapter 1 (relating to general
rules for taxation of trusts and estates) is
amended by adding at the end the following
new section:

“SEC. 646. TAX TREATMENT OF ELECTING ALAS-
KA NATIVE SETTLEMENT TRUSTS.

‘‘(a) IN GENERAL.—If an election under this
section is in effect with respect to any Set-
tlement Trust, the provisions of this section
shall apply in determining the income tax
treatment of the Settlement Trust and its
beneficiaries with respect to the Settlement
Trust.

“(b) TAXATION OF INCOME OF TRUST.—EX-
cept as provided in subsection (f)(1)(B)(ii)—

‘(1) IN GENERAL.—There is hereby imposed
on the taxable income of an electing Settle-
ment Trust, other than its net capital gain,
a tax at the lowest rate specified in section
1(c).

‘“(2) CAPITAL GAIN.—In the case of an elect-
ing Settlement Trust with a net capital gain
for the taxable year, a tax is hereby imposed
on such gain at the rate of tax which would
apply to such gain if the taxpayer were sub-
ject to a tax on its other taxable income at
only the lowest rate specified in section 1(c).
Any such tax shall be in lieu of the income
tax otherwise imposed by this chapter on
such income or gain.

‘“(c) ONE-TIME ELECTION.—

‘(1) IN GENERAL.—A Settlement Trust may
elect to have the provisions of this section
apply to the trust and its beneficiaries.

‘(2) TIME AND METHOD OF ELECTION.—AnN
election under paragraph (1) shall be made
by the trustee of such trust—

‘“(A) on or before the due date (including
extensions) for filing the Settlement Trust’s
return of tax for the first taxable year of
such trust ending after the date of the enact-
ment of this section, and

‘(B) by attaching to such return of tax a
statement specifically providing for such
election.

*“(3) PERIOD ELECTION IN EFFECT.—Except as
provided in subsection (f), an election under
this subsection—

‘“(A) shall apply to the first taxable year
described in paragraph (2)(A) and all subse-
quent taxable years, and

‘(B) may not be revoked once it is made.

‘‘(d) CONTRIBUTIONS TO TRUST.—

‘(1) BENEFICIARIES OF ELECTING TRUST NOT
TAXED ON CONTRIBUTIONS.—In the case of an
electing Settlement Trust, no amount shall
be includible in the gross income of a bene-
ficiary of such trust by reason of a contribu-
tion to such trust.

regard to
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‘‘(2) EARNINGS AND PROFITS.—The earnings
and profits of the sponsoring Native Corpora-
tion shall not be reduced on account of any
contribution to such Settlement Trust:

‘‘(e) TAX TREATMENT OF DISTRIBUTIONS TO
BENEFICIARIES.—Amounts distributed by an
electing Settlement Trust during any tax-
able year shall be considered as having the
following characteristics in the hands of the
recipient beneficiary:

‘(1) First, as amounts excludable from
gross income for the taxable year to the ex-
tent of the taxable income of such trust for
such taxable year (decreased by any income
tax paid by the trust with respect to the in-
come) plus any amount excluded from gross
income of the trust under section 103.

‘(2) Second, as amounts excludable from
gross income to the extent of the amount de-
scribed in paragraph (1) for all taxable years
for which an election is in effect under sub-
section (c¢) with respect to the trust, and not
previously taken into account under para-
graph (1).

‘“(3) Third, as amounts distributed by the
sponsoring Native Corporation with respect
to its stock (within the meaning of section
301(a)) during such taxable year and taxable
to the recipient beneficiary as amounts de-
scribed in section 301(c)(1), to the extent of
current or accumulated earnings and profits
of the sponsoring Native Corporation as of
the close of such taxable year after proper
adjustment is made for all distributions
made by the sponsoring Native Corporation
during such taxable year.

‘‘(4) Fourth, as amounts distributed by the
trust in excess of the distributable net in-
come of such trust for such taxable year.

Amounts distributed to which paragraph (3)
applies shall not be treated as a corporate
distribution subject to section 311(b), and for
purposes of determining the amount of a dis-
tribution for purposes of paragraph (3) and
the basis to the recipients, section 643(e) and
not section 301(b) or (d) shall apply.

“(f) SPECIAL RULES WHERE TRANSFER RE-
STRICTIONS MODIFIED.—

‘(1) TRANSFER OF BENEFICIAL INTERESTS.—
If, at any time, a beneficial interest in an
electing Settlement Trust may be disposed
of to a person in a manner which would not
be permitted by section 7(h) of the Alaska
Native Claims Settlement Act (43 U.S.C.
1606(h)) if such interest were Settlement
Common Stock—

““(A) no election may be made under sub-
section (c¢) with respect to such trust, and

‘(B) if such an election is in effect as of
such time—

‘(i) such election shall cease to apply as of
the first day of the taxable year in which
such disposition is first permitted,

‘“(ii) the provisions of this section shall not
apply to such trust for such taxable year and
all taxable years thereafter, and

‘“(iii) the distributable net income of such

trust shall be increased by the current or ac-
cumulated earnings and profits of the spon-
soring Native Corporation as of the close of
such taxable year after proper adjustment is
made for all distributions made by the spon-
soring Native Corporation during such tax-
able year.
In no event shall the increase under clause
(iii) exceed the fair market value of the
trust’s assets as of the date the beneficial in-
terest of the trust first becomes so dispos-
able. The earnings and profits of the spon-
soring Native Corporation shall be adjusted
as of the last day of such taxable year by the
amount of earnings and profits so included in
the distributable net income of the trust.

‘(2) STOCK IN CORPORATION.—If—

‘“(A) stock in the sponsoring Native Cor-
poration may be disposed of to a person in a
manner which would not be permitted by
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section 7(h) of the Alaska Native Claims Set-
tlement Act (43 U.S.C. 1606(h)) if such stock
were Settlement Common Stock, and

“(B) at any time after such disposition of
stock is first permitted, such corporation
transfers assets to a Settlement Trust,
paragraph (1)(B) shall be applied to such
trust on and after the date of the transfer in
the same manner as if the trust permitted
dispositions of beneficial interests in the
trust in a manner not permitted by such sec-
tion 7(h).

““(3) CERTAIN DISTRIBUTIONS.—For purposes
of this section, the surrender of an interest
in a Native Corporation or an electing Set-
tlement Trust in order to accomplish the
whole or partial redemption of the interest
of a shareholder or beneficiary in such cor-
poration or trust, or to accomplish the whole
or partial liquidation of such corporation or
trust, shall be deemed to be a transfer per-
mitted by section 7(h) of the Alaska Native
Claims Settlement Act.

‘(g) TAXABLE INCOME.—For purposes of this
title, the taxable income of an electing Set-
tlement Trust shall be determined under sec-
tion 641(b) without regard to any deduction
under section 651 or 661.

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

‘(1) ELECTING SETTLEMENT TRUST.—The
term ‘electing Settlement Trust’ means a
Settlement Trust which has made the elec-
tion, effective for a taxable year, described
in subsection (c).

“(2) NATIVE CORPORATION.—The term ‘Na-
tive Corporation’ has the meaning given
such term by section 3(m) of the Alaska Na-
tive Claims Settlement Act (43 U.S.C.
1602(m)).

¢“(3) SETTLEMENT COMMON STOCK.—The term
‘Settlement Common Stock’ has the mean-
ing given such term by section 3(p) of the
Alaska Native Claims Settlement Act (43
U.S.C. 1602(p)).

‘“(4) SETTLEMENT TRUST.—The term ‘Settle-
ment Trust’ means a trust that constitutes a
settlement trust under section 3(t) of the
Alaska Native Claims Settlement Act (43
U.S.C. 1602(t)).

““(5) SPONSORING NATIVE CORPORATION.—The
term ‘sponsoring Native Corporation’ means
the Native Corporation which transfers as-
sets to an electing Settlement Trust.

‘(1) SPECIAL LOSS DISALLOWANCE RULE.—
Any loss that would otherwise be recognized
by a shareholder upon a disposition of a
share of stock of a sponsoring Native Cor-
poration shall be reduced (but not below
zero) by the per share loss adjustment factor.
The per share loss adjustment factor shall be
the aggregate of all contributions to all
electing Settlement Trusts sponsored by
such Native Corporation made on or after
the first day each trust is treated as an
electing Settlement Trust expressed on a per
share basis and determined as of the day of
each such contribution.

““(j) CROSS REFERENCE.—

“For information required with respect to
electing Settlement Trusts and sponsoring
Native Corporations, see section 6039H.”.

(b) REPORTING.—Subpart A of part IIT of
subchapter A of chapter 61 of subtitle F (re-
lating to information concerning persons
subject to special provisions) is amended by
inserting after section 6039G the following
new section:

“SEC. 6039H. INFORMATION WITH RESPECT TO

ALASKA NATIVE SETTLEMENT
TRUSTS AND SPONSORING NATIVE
CORPORATIONS.

‘‘(a) REQUIREMENT.—The fiduciary of an
electing Settlement Trust (as defined in sec-
tion 646(h)(1)) shall include with the return
of income of the trust a statement con-
taining the information required under sub-
section (c).
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“(b) APPLICATION WITH OTHER REQUIRE-
MENTS.—The filing of any statement under
this section shall be in lieu of the reporting
requirements under section 6034A to furnish
any statement to a beneficiary regarding
amounts distributed to such beneficiary (and
such other reporting rules as the Secretary
deems appropriate).

“(c) REQUIRED INFORMATION.—The informa-
tion required under this subsection shall in-
clude—

‘(1) the amount of distributions made dur-
ing the taxable year to each beneficiary,

‘(2) the treatment of such distribution
under the applicable provision of section 646,
including the amount that is excludable
from the recipient beneficiary’s gross income
under section 646, and

¢(3) the amount (if any) of any distribution
during such year that is deemed to have been
made by the sponsoring Native Corporation
(as defined in section 646(h)(5)).

“‘(d) SPONSORING NATIVE CORPORATION.—

‘(1) IN GENERAL.—The electing Settlement
Trust shall, on or before the date on which
the statement under subsection (a) is re-
quired to be filed, furnish such statement to
the sponsoring Native Corporation (as so de-
fined).

‘(2) DISTRIBUTEES.—The sponsoring Native
Corporation shall furnish each recipient of a
distribution described in section 646(e)(3) a
statement containing the amount deemed to
have been distributed to such recipient by
such corporation for the taxable year.”.

(¢) CLERICAL AMENDMENT.—

(1) The table of sections for subpart A of
part I of subchapter J of chapter 1 of such
Code is amended by adding at the end the
following new item:

‘“Sec. 646. Tax treatment of electing Alaska
Native Settlement Trusts.”.

(2) The table of sections for subpart A of
part IIT of subchapter A of chapter 61 of sub-
title F of such Code is amended by inserting
after the item relating to section 6039G the
following new item:

“Sec. 6039H. Information with respect to

Alaska Native Settlement
Trusts and sponsoring Native
Corporations.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act and to contributions made to
electing Settlement Trusts for such year or
any subsequent year.

Subtitle I—Compliance With Congressional
Budget Act
SEC. 695. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VII—EXTENSIONS OF EXPIRING

PROVISIONS
Subtitle A—In General
SECTION 701. PERMANENT EXTENSION OF RE-
SEARCH CREDIT.

(a) PERMANENT EXTENSION.—

(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 456C(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) INCREASE 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—
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(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.

SEC. 702. WORK OPPORTUNITY CREDIT AND WEL-
FARE-TO-WORK CREDIT.

(a) TEMPORARY EXTENSION.—Sections
51(c)(4)(B) and b51A(f) (relating to termi-
nation) are each amended by striking ‘2001’
and inserting *‘2003’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
December 31, 2001.

SEC. 703. TAXABLE INCOME LIMIT ON PERCENT-
AGE DEPLETION FOR MARGINAL
PRODUCTION.

(a) TEMPORARY EXTENSION.—Subparagraph
(H) of section 613A(c)(6) is amended by strik-
ing ‘“‘January 1, 2002’’ and inserting ‘‘January
1, 2004,

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

SEC. 704. SUBPART F EXEMPTION FOR ACTIVE FI-
NANCING INCOME.

(a) TEMPORARY EXTENSION.—Section
953(e)(10) is amended—

(1) by striking ‘‘January 1, 2002’ and in-
serting ‘“‘January 1, 2004”’, and

(2) by striking ‘‘December 31, 2001’ and in-
serting ‘‘December 31, 2003”°.

(b) CONFORMING  AMENDMENT.—Section
954(h)(9) is amended by striking ‘‘January 1,
2002’ and inserting ‘‘January 1, 2004’’.

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

SEC. 705. PARITY IN THE APPLICATION OF CER-
TAIN LIMITS TO MENTAL HEALTH
BENEFITS.

(a) TEMPORARY EXTENSION.—Subsection (f)
of section 9812 is amended by striking ‘‘on or
after September 30, 2001 and inserting
“after September 30, 2003,

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to benefits
for services furnished after September 30,
2001.
SEC. 706. DEDUCTION FOR CLEAN-FUEL VEHI-

CLES AND CERTAIN REFUELING
PROPERTY.

(a) TEMPORARY EXTENSION.—Subsection (f)
of section 179A is amended by striking ‘‘De-
cember 31, 2004’ and inserting ‘‘December 31,
2006"".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2004.

SEC. 707. LUXURY TAX ON PASSENGER VEHICLES.

(a) TEMPORARY EXTENSION.—Subsection (g)
of section 4001 is amended by striking ‘‘De-
cember 31, 2002’ and inserting ‘‘December 31,
2004"".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to any sale,
use, or installation after December 31, 2002.

Subtitle B—Compliance With Congressional
Budget Act

SEC. 711. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE VIII—ALTERNATIVE MINIMUM TAX
Subtitle A—In General

SEC. 801. 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:
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“(f) EXEMPTION FOR CERTAIN INDIVIDUALS.—

‘(1) IN GENERAL.—In the case of an indi-
vidual, the tentative minimum tax shall be
zero for any taxable year if the adjusted
gross income of the taxpayer for the taxable
year does not exceed $80,000.

‘(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
years beginning after December 31, 2001.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 811. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE IX—ENSURING DEBT REDUCTION
SEC. 901. 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 2003, 2003, 2004, 2005, 2006, 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 2002, 2003,
2004, 2005, 2006, or 2007 and causes increased
outlays through mandatory spending (except
for automatic or annually enacted cost of
living adjustments for benefits enacted prior
to the date of enactment of this Act).

(3) DELAY.—If, on September 30 of fiscal
year 2002, 2003, 2004, 2005, 2006, or 2007, the
Secretary of the Treasury determines that
the limit on the debt held by the public in
section 2563A(a) of the Balanced Budget and
Emergency Deficit Control Act of 1985 has
been exceeded for that fiscal year, the effec-
tive date of any provision of law described in
paragraph (2) that takes effect during the
next fiscal year shall be delayed by 1 cal-
endar 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 each fiscal year, the Sec-
retary of the Treasury shall report to Con-
gress the estimated amount of the debt held
by the public for the fiscal year ending on
September 30 of that year.

(6) CONGRESSIONAL ACTION.—

(A) TRIGGER.—

(1) MODIFICATION.—In fiscal year 2002, 2003,
2004, 2005, 2006, or 2007, 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 be below 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 increase the rate of discre-
tionary spending and make changes in the

S5379

provisions of law described in paragraph (2)
to increase direct spending and reduce reve-
nues (proportionately) in a manner that
would increase the debt held by the public
for that fiscal 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 de-
bate. A bill considered 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.

(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 2008, 2009, or
2010, 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 exceed the debt target for that fiscal
year in section 2563A(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 defer changes in law that take effect
in that fiscal year that would increase direct
spending (except for automatic or annually
enacted cost of living adjustments for bene-
fits enacted prior to the date of enactment of
this Act) and decrease revenues and freeze
the amount of discretionary spending in each
discretionary spending account for that fis-
cal year at the level provided for that ac-
count in the preceding fiscal year plus an ad-
justment for inflation (all proportionately)
in a manner that would reduce the debt held
by the public for that fiscal year to a level
not exceeding the level provided in section
263A(a) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985. The mo-
tion 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 main-
tain 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:
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“SEC. 253A. DEBT HELD BY THE PUBLIC LIMIT.

‘‘(a) LMIT.—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;

¢“(8) 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
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

certification
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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
Medicare as in effect on the day before the
date of enactment of this section.

TITLE X—OTHER PROVISIONS
Subtitle A—In General
SEC. 1001. EXPANSION OF AUTHORITY TO POST-
PONE CERTAIN TAX-RELATED DEAD-
LINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER.

(a) IN GENERAL.—Section 7508A (relating to
authority to postpone certain tax-related
deadlines by reason of presidentially de-
clared disaster) is amended by adding at the
end the following new subsection:

““(c) DUTIES OF DISASTER RESPONSE TEAM.—
The Secretary shall establish as a permanent
office in the national office of the Internal
Revenue Service a disaster response team
which, in coordination with the Federal
Emergency Management Agency, shall assist
taxpayers in clarifying and resolving Federal
tax matters associated with or resulting
from any Presidentially declared disaster (as
so defined). One of the duties of the disaster
response team shall be to extend in appro-
priate cases the 90-day period described in
subsection (a) by not more than 30 days.”’.

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

SEC. 1002. HISTORIC HOMEOWNERSHIP REHA-
BILITATION CREDIT.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 25A the following new
section:

“SEC. 25B. HISTORIC HOMEOWNERSHIP REHA-
BILITATION CREDIT.

‘“‘(a) GENERAL RULE.—In the case of an indi-
vidual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to 20 per-
cent of the qualified rehabilitation expendi-
tures made by the taxpayer with respect to
a qualified historic home.

“(b) DOLLAR LIMITATION.—

‘(1) IN GENERAL.—The credit allowed by
subsection (a) with respect to any residence
of a taxpayer shall not exceed $40,000 ($20,000
in the case of a married individual filing a
separate return).

‘“(2) CARRYFORWARD OF CREDIT UNUSED BY
REASON OF LIMITATION BASED ON TAX LIABIL-
1TY.—If the credit allowable under subsection
(a) for any taxable year exceeds the limita-
tion imposed by section 26(a) for such tax-
able year reduced by the sum of the credits
allowable under this subpart (other than this
section), such excess shall be carried to the
succeeding taxable year and added to the
credit allowable under subsection (a) for
such succeeding taxable year.

“(c) QUALIFIED REHABILITATION EXPENDI-
TURE.—For purposes of this section:

‘(1) IN GENERAL.—The term ‘qualified reha-
bilitation expenditure’ means any amount
properly chargeable to capital account—

‘“(A) in connection with the certified reha-
bilitation of a qualified historic home, and

‘““(B) for property for which depreciation
would be allowable under section 168 if the
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qualified historic home were used in a trade
or business.

‘(2) CERTAIN
CLUDED.—

‘“(A) EXTERIOR.—Such term shall not in-
clude any expenditure in connection with the
rehabilitation of a building unless at least 5
percent of the total expenditures made in the
rehabilitation process are allocable to the
rehabilitation of the exterior of such build-
ing.

‘“(B) OTHER RULES TO APPLY.—Rules similar
to the rules of clauses (ii) and (iii) of section
47(c)(2)(B) shall apply.

*“(3) MIXED USE OR MULTIFAMILY BUILDING.—
If only a portion of a building is used as the
principal residence of the taxpayer, only
qualified rehabilitation expenditures which
are properly allocable to such portion shall
be taken into account under this section.

‘(d) CERTIFIED REHABILITATION.—For pur-
poses of this section:

‘(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the term ‘certified
rehabilitation’ has the meaning given such
term by section 47(c)(2)(C).

¢“(2) FACTORS TO BE CONSIDERED IN THE CASE
OF TARGETED AREA RESIDENCES, ETC.—

‘“(A) IN GENERAL.—For purposes of applying
section 47(c)(2)(C) under this section with re-
spect to the rehabilitation of a building to
which this paragraph applies, consideration
shall be given to—

‘(i) the feasibility of preserving existing
architectural and design elements of the in-
terior of such building,

‘‘(ii) the risk of further deterioration or
demolition of such building in the event that
certification is denied because of the failure
to preserve such interior elements, and

‘“(iii) the effects of such deterioration or
demolition on neighboring historic prop-
erties.

‘(B) BUILDINGS TO WHICH THIS PARAGRAPH
APPLIES.—This paragraph shall apply with
respect to any building—

‘(i) any part of which is a targeted area
residence within the meaning of section
143(j)(1), or

‘(i) which is located within an enterprise
community or empowerment zone as des-
ignated under section 1391, or a renewal com-
munity designated under section 1400(e),
but shall not apply with respect to any
building which is listed in the National Reg-
ister.

‘“(3) APPROVED STATE PROGRAM.—The term
‘certified rehabilitation’ includes a certifi-
cation made by—

““(A) a State Historic Preservation Officer
who administers a State Historic Preserva-
tion Program approved by the Secretary of
the Interior pursuant to section 101(b)(1) of
the National Historic Preservation Act, or

‘(B) a local government, certified pursuant
to section 101(c)(1) of the National Historic
Preservation Act and authorized by a State
Historic Preservation Officer, or the Sec-
retary of the Interior where there is no ap-
proved State program,

subject to such terms and conditions as may
be specified by the Secretary of the Interior
for the rehabilitation of buildings within the
jurisdiction of such officer (or local govern-
ment) for purposes of this section.

‘‘(e) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section:

‘(1) QUALIFIED HISTORIC HOME.—The term
‘qualified historic home’ means a certified
historic structure—

“‘(A) which has been substantially rehabili-
tated, and

‘(B) which (or any portion of which)—

‘(i) is owned by the taxpayer, and

‘“(ii) is used (or will, within a reasonable
period, be used) by such taxpayer as his prin-
cipal residence.

EXPENDITURES NOT IN-
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‘“(2) SUBSTANTIALLY REHABILITATED.—The
term ‘substantially rehabilitated’ has the
meaning given such term by section
47(c)(1)(C); except that, in the case of any
building described in subsection (d)(2), clause
(i)(I) thereof shall not apply.

¢“(3) PRINCIPAL RESIDENCE.—The term ‘prin-
cipal residence’ has the same meaning as
when used in section 121.

‘(4) CERTIFIED HISTORIC STRUCTURE.—

‘““(A) IN GENERAL.—The term ‘certified his-
toric structure’ means any building (and its
structural components) which—

‘(i) is listed in the National Register, or

‘‘(ii) is located in a registered historic dis-
trict (as defined in section 47(c)(3)(B)) within
which only qualified census tracts (or por-
tions thereof) are located, and is certified by
the Secretary of the Interior as being of his-
toric significance to the district.

*(B) CERTAIN STRUCTURES INCLUDED.—Such
term includes any building (and its struc-
tural components) which is designated as
being of historic significance under a statute
of a State or local government, if such stat-
ute is certified by the Secretary of the Inte-
rior to the Secretary as containing criteria
which will substantially achieve the purpose
of preserving and rehabilitating buildings of
historic significance.

“(C) QUALIFIED CENSUS TRACTS.—For pur-
poses of subparagraph (A)(ii)—

‘(i) IN GENERAL.—The term ‘qualified cen-
sus tract’ means a census tract in which the
median income is less than twice the state-
wide median family income.

‘“(ii) DATA USED.—The determination under
clause (i) shall be made on the basis of the
most recent decennial census for which data
are available.

() REHABILITATION NOT COMPLETE BEFORE
CERTIFICATION.—A rehabilitation shall not be
treated as complete before the date of the
certification referred to in subsection (d).

‘“(6) LESSEES.—A taxpayer who leases his
principal residence shall, for purposes of this
section, be treated as the owner thereof if
the remaining term of the lease (as of the
date determined under regulations pre-
scribed by the Secretary) is not less than
such minimum period as the regulations re-
quire.

“(7) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—If the taxpayer holds
stock as a tenant-stockholder (as defined in
section 216) in a cooperative housing cor-
poration (as defined in such section), such
stockholder shall be treated as owning the
house or apartment which the taxpayer is
entitled to occupy as such stockholder.

‘“(8) ALLOCATION OF EXPENDITURES RELAT-
ING TO EXTERIOR OF BUILDING CONTAINING CO-
OPERATIVE OR CONDOMINIUM UNITS.—The per-
centage of the total expenditures made in
the rehabilitation of a building containing
cooperative or condominium residential
units allocated to the rehabilitation of the
exterior of the building shall be attributed
proportionately to each cooperative or con-
dominium residential unit in such building
for which a credit under this section is
claimed.

“(fy WHEN EXPENDITURES TAKEN INTO AC-
COUNT.—In the case of a building other than
a building to which subsection (g) applies,
qualified rehabilitation expenditures shall be
treated for purposes of this section as
made—

‘(1) on the date the rehabilitation is com-
pleted, or

‘“(2) to the extent provided by the Sec-
retary by regulation, when such expendi-
tures are properly chargeable to capital ac-
count.

Regulations under paragraph (2) shall in-
clude a rule similar to the rule under section
50(a)(2) (relating to recapture if property
ceases to qualify for progress expenditures).
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‘(g) ALLOWANCE OF CREDIT FOR PURCHASE
OF REHABILITATED HISTORIC HOME.—

‘(1) IN GENERAL.—In the case of a qualified
purchased historic home, the taxpayer shall
be treated as having made (on the date of
purchase) the expenditures made by the sell-
er of such home. For purposes of the pre-
ceding sentence, expenditures made by the
seller shall be deemed to be qualified reha-
bilitation expenditures if such expenditures,
if made by the purchaser, would be qualified
rehabilitation expenditures.

¢“(2) QUALIFIED PURCHASED HISTORIC HOME.—
For purposes of this subsection, the term
‘qualified purchased historic home’ means
any substantially rehabilitated certified his-
toric structure purchased by the taxpayer
if—

‘“(A) the taxpayer is the first purchaser of
such structure after the date rehabilitation
is completed, and the purchase occurs within
b years after such date,

‘(B) the structure (or a portion thereof)
will, within a reasonable period, be the prin-
cipal residence of the taxpayer,

‘(C) no credit was allowed to the seller
under this section or section 47 with respect
to such rehabilitation, and

‘(D) the taxpayer is furnished with such
information as the Secretary determines is
necessary to determine the credit under this
subsection.

““(h) HISTORIC REHABILITATION MORTGAGE
CREDIT CERTIFICATE.—

‘(1) IN GENERAL.—The taxpayer may elect,
in lieu of the credit otherwise allowable
under this section, to receive a historic reha-
bilitation mortgage credit certificate. An
election under this paragraph shall be
made—

‘“(A) in the case of a building to which sub-
section (g) applies, at the time of purchase,
or

‘(B) in any other case, at the time reha-
bilitation is completed.

‘(2) HISTORIC REHABILITATION MORTGAGE
CREDIT CERTIFICATE.—For purposes of this
subsection, the term ‘historic rehabilitation
mortgage credit certificate’ means a certifi-
cate—

‘“(A) issued to the taxpayer, in accordance
with procedures prescribed by the Secretary,
with respect to a certified rehabilitation,

‘(B) the face amount of which shall be
equal to the credit which would (but for this
subsection) be allowable under subsection (a)
to the taxpayer with respect to such reha-
bilitation,

‘“(C) which may only be transferred by the
taxpayer to a lending institution (including
a nondepository institution) in connection
with a loan—

‘(i) that is secured by the building with re-
spect to which the credit relates, and

‘‘(i1) the proceeds of which may not be used
for any purpose other than the acquisition or
rehabilitation of such building, and

‘(D) in exchange for which such lending in-
stitution provides to the taxpayer—

‘“(i) a reduction in the rate of interest on
the loan which results in interest payment
reductions which are substantially equiva-
lent on a present value basis to the face
amount of such certificate, or

‘‘(ii) if the taxpayer so elects with respect
to a specified amount of the face amount of
such a certificate relating to a building—

‘(I) which is a targeted area residence
(within the meaning of section 143(j)(1)), or

‘(IT) which is located in an enterprise com-
munity or empowerment zone as designated
under section 1391, or a renewal community
as designated under section 1400(e),

a payment which is substantially equivalent
to such specified amount to be used to re-
duce the taxpayer’s cost of purchasing the
building (and only the remainder of such face
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amount shall be taken into account under
clause (1)).

*“(3) METHOD OF DISCOUNTING.—The present
value under paragraph (2)(D)(i) shall be de-
termined—

““(A) for a period equal to the term of the
loan referred to in subparagraph (D)(i),

‘“(B) by using the convention that any pay-
ment on such loan in any taxable year with-
in such period is deemed to have been made
on the last day of such taxable year,

‘(C) by using a discount rate equal to 65
percent of the average of the annual Federal
mid-term rate and the annual Federal long-
term rate applicable under section 1274(d)(1)
to the month in which the taxpayer makes
an election under paragraph (1) and com-
pounded annually, and

‘(D) by assuming that the credit allowable
under this section for any year is received on
the last day of such year.

‘“(4) USE OF CERTIFICATE BY LENDER.—The
amount of the credit specified in the certifi-
cate shall be allowed to the lender only to
offset the regular tax (as defined in section
55(c)) of such lender. The lender may carry
forward all unused amounts under this sub-
section until exhausted.

“(b) HISTORIC REHABILITATION MORTGAGE
CREDIT CERTIFICATE NOT TREATED AS TAXABLE
INCOME.—Notwithstanding any other provi-
sion of law, no benefit accruing to the tax-
payer through the use of a historic rehabili-
tation mortgage credit certificate shall be
included in gross income for purposes of this
title.

(1) RECAPTURE.—

‘(1) IN GENERAL.—If, before the end of the
5-year period beginning on the date on which
the rehabilitation of the building is com-
pleted (or, if subsection (g) applies, the date
of purchase of such building by the tax-
payer)—

““(A) the taxpayer disposes of such tax-
payer’s interest in such building, or

“(B) such building ceases to be used as the
principal residence of the taxpayer or ceases
to be a certified historic structure,
the taxpayer’s tax imposed by this chapter
for the taxable year in which such disposi-
tion or cessation occurs shall be increased by
the recapture percentage of the credit al-
lowed under this section for all prior taxable
years with respect to such rehabilitation.

‘(2) RECAPTURE PERCENTAGE.—For pur-
poses of paragraph (1), the recapture percent-
age shall be determined in accordance with
the table under section 50(a)(1)(B), deeming
such table to be amended—

““(A) by striking ‘If the property ceases to
be investment credit property within—' and
inserting ‘If the disposition or cessation oc-
curs within—’, and

“(B) in clause (i) by striking ‘One full year
after placed in service’ and inserting ‘One
full year after the taxpayer becomes entitled
to the credit’.

‘“(3) TRANSFER BETWEEN SPOUSES OR INCI-
DENT TO DIVORCE.—In the case of any transfer
described in subsection (a) of section 1041 (re-
lating to transfers between spouses or inci-
dent to divorce)—

‘“(A) the foregoing provisions of this sub-
section shall not apply, and

‘(B) the same tax treatment under this
subsection with respect to the transferred
property shall apply to the transferee as
would have applied to the transferor.

““(j) BASIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property (including any purchase under
subsection (g) and any transfer under sub-
section (h)), the increase in the basis of such
property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.
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(k) PROCESSING FEES.—Any State may
impose a fee for the processing of applica-
tions for the certification of any rehabilita-
tion under this section provided that the
amount of such fee is used only to defray ex-
penses associated with the processing of such
applications.

(1) DENIAL OF DOUBLE BENEFIT.—No credit
shall be allowed under this section for any
amount for which credit is allowed under
section 47.

‘“‘(m) REGULATIONS.—The Secretary shall
prescribe such regulations as may be appro-
priate to carry out the purposes of this sec-
tion, including regulations where less than
all of a building is used as a principal resi-
dence and where more than 1 taxpayer use
the same dwelling unit as their principal res-
idence.”

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 23 is amended
by striking ‘‘and section 1400C’’ and insert-
ing “‘and sections 25B and 1400C"’.

(2) Subparagraph (C) of section 25(e)(1) is
amended by inserting ¢, 25B,” after ‘‘sec-
tions 23".

(3) Subsection (d) of section 1400C is
amended by striking ‘‘other than this sec-
tion)’’ and inserting ‘‘other than this section
and section 256B)”’.

(4) Subsection (a) of section 1016 is amend-
ed by striking ‘‘and’ at the end of paragraph
(26), by striking the period at the end of
paragraph (27) and inserting ‘‘, and”, and by
adding at the end the following new item:

‘(28) to the extent provided in section
25B(j).”

(c) CLERICAL AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 25A the
following new item:

‘“Sec. 26B. Historic homeownership rehabili-
tation credit.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to rehabilitations the physical work on
which begins after the date of enactment of
this Act.

Subtitle B—Compliance With Congressional
Budget Act
SEC. 1011. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

TITLE XI—ENERGY SECURITY AND TAX

INCENTIVE POLICY

Subtitle A—Energy-Efficient Property Used
in Business
SEC. 1101. CREDIT FOR CERTAIN ENERGY-EFFI-
CIENT PROPERTY USED IN BUSI-
NESS.

(a) IN GENERAL.—Subpart E of part IV of
subchapter A of chapter 1 (relating to rules
for computing investment credit) is amended
by inserting after section 48 the following:
“SEC. 48A. ENERGY CREDIT.

‘“‘(a) IN GENERAL.—For purposes of section
46, the energy credit for any taxable year is
the energy percentage of the basis of each
energy property placed in service during
such taxable year.

““(b) ENERGY PERCENTAGE.—

‘(1) IN GENERAL.—The energy percentage
is—

““(A) except as otherwise provided in this
subparagraph, 10 percent,

‘““(B) in the case of energy property de-
scribed in clauses (i), (iii), and (vi) of sub-
section (¢)(1)(A), 20 percent,

“(C) in the case of energy property de-
scribed in subsection (¢)(1)(A)(v), 15 percent,

‘(D) in the case of energy property de-
scribed in subsection (¢)(1)(A)(ii) relating to
a high risk geothermal well, 20 percent, and
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‘“(E) in the case of energy property de-
scribed in subsection (c)(1)(A)(vii), 30 per-
cent.

¢“(2) COORDINATION WITH REHABILITATION.—
The energy percentage shall not apply to
that portion of the basis of any property
which is attributable to qualified rehabilita-
tion expenditures.

““(c) ENERGY PROPERTY DEFINED.—

‘(1) IN GENERAL.—For purposes of this sub-
part, the term ‘energy property’ means any
property—

““(A) which is—

‘(1) solar energy property,

“‘(ii) geothermal energy property,

‘“(iii) energy-efficient building property
other than property described in clauses
(iii)(I) and (v)(I) of subsection (d)(3)(A),

‘“(iv) combined heat and power system
property,

‘“(v) low core loss distribution transformer
property,

‘“(vi) qualified anaerobic digester property,
or

‘“(vii) qualified wind energy systems equip-
ment property,

“(B)(i) the construction, reconstruction, or
erection of which is completed by the tax-
payer, or

‘(i) which is acquired by the taxpayer if
the original use of such property commences
with the taxpayer.

‘“(C) which can reasonably be expected to
remain in operation for at least 5 years,

‘(D) with respect to which depreciation (or
amortization in lieu of depreciation) is al-
lowable, and

‘“‘(E) which meets the performance and
quality standards (if any) which—

‘(1) have been prescribed by the Secretary
by regulations (after consultation with the
Secretary of Energy), and

“(ii) are in effect at the time of the acqui-
sition of the property.

¢‘(2) EXCEPTIONS.—

‘‘(A) PUBLIC UTILITY PROPERTY.—Such term
shall not include any property which is pub-
lic utility property (as defined in section
46(f)(5) as in effect on the day before the date
of the enactment of the Revenue Reconcili-
ation Act of 1990), except for property de-
scribed in paragraph (1)(A)(iv).

“(B) CERTAIN WIND EQUIPMENT.—Such term
shall not include equipment described in
paragraph (1)(A)(vii) which is taken into ac-
count for purposes of section 45 for the tax-
able year.

‘(d) DEFINITIONS RELATING TO TYPES OF
ENERGY PROPERTY.—For purposes of this sec-
tion—

‘(1) SOLAR ENERGY PROPERTY.—

‘“(A) IN GENERAL.—The term ‘solar energy
property’ means equipment which uses solar
energy to generate electricity, to heat or
cool (or provide hot water for use in) a struc-
ture, or to provide solar process heat.

‘(B) SWIMMING POOLS, ETC. USED AS STOR-
AGE MEDIUM.—The term ‘solar energy prop-
erty’ shall not include property with respect
to which expenditures are properly allocable
to a swimming pool, hot tub, or any other
energy storage medium which has a function
other than the function of such storage.

‘“(C) SOLAR PANELS.—No solar panel or
other property installed as a roof (or portion
thereof) shall fail to be treated as solar en-
ergy property solely because it constitutes a
structural component of the structure on
which it is installed.

‘“(2) GEOTHERMAL ENERGY PROPERTY.—

‘“(A) IN GENERAL.—The term ‘geothermal
energy property’ means equipment used to
produce, distribute, or use energy derived
from a geothermal deposit (within the mean-
ing of section 613(e)(2)), but only, in the case
of electricity generated by geothermal
power, up to (but not including) the elec-
trical transmission stage.
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‘“(B) HIGH RISK GEOTHERMAL WELL.—The
term ‘high risk geothermal well’ means a
geothermal deposit (within the meaning of
section 613(e)(2)) which requires high risk
drilling techniques. Such deposit may not be
located in a State or national park or in an
area in which the relevant State park au-
thority or the National Park Service deter-
mines the development of such a deposit will
negatively impact on a State or national
park.

“3)
ERTY.—

‘“(A) IN GENERAL.—The term ‘energy-effi-
cient building property’ means—

‘(i) a fuel cell which—

‘(I) generates electricity using an electro-
chemical process,

‘(IT) has an electricity-only generation ef-
ficiency greater than 30 percent, and

‘(ITI) has a minimum generating capacity
of 2 kilowatts,

‘“(ii) an electric heat pump hot water heat-
er which yields an energy factor of 1.7 or
greater under test procedures prescribed by
the Secretary of Energy,

“(iii)(I) an electric heat pump which has a
heating system performance factor (HSPF)
of at least 8.5 but less than 9 and a cooling
seasonal energy efficiency ratio (SEER) of at
least 13.5 but less than 15,

““(II) an electric heat pump which has a
heating system performance factor (HSPF)
of 9 or greater and a cooling seasonal energy
efficiency ratio (SEER) of 15 or greater,

‘(iv) a natural gas heat pump which has a
coefficient of performance of not less than
1.25 for heating and not less than 0.70 for
cooling,

“(v)(I) a central air conditioner which has
a cooling seasonal energy efficiency ratio
(SEER) of at least 13.5 but less than 15,

““(IT) a central air conditioner which has a
cooling seasonal energy efficiency ratio
(SEER) of 15 or greater,

‘(vi) an advanced natural gas water heater
which—

““(I) increases steady state efficiency and
reduces standby and vent losses, and

“(II) has an energy factor of at least 0.65,

“(vii) an advanced natural gas furnace
which achieves a 90 percent AFUE and rated
for seasonal electricity use of less than 300
kWh per year, and

‘(viii) natural gas cooling equipment
which meets all applicable standards of the
American Society of Heating, Refrigerating,
and Air Conditioning Engineers and which—

“(I) has a coefficient of performance of not
less than .60, or

“‘(IT) uses desiccant technology and has an
efficiency rating of not less than 50 percent.

‘(B) LIMITATIONS.—The credit under sub-
section (a) for the taxable year may not ex-
ceed—

‘(i) $500 in the case of property described
in subparagraph (A) other than clauses (i),
(iv), and (viii) thereof,

‘‘(ii) $1,000 for each kilowatt of capacity in
the case of any fuel cell described in sub-
paragraph (A)@d),

‘‘(iii) $1,000 in the case of any natural gas
heat pump described in subparagraph (A)@iv),
and

‘“(iv) $150 for each ton of capacity in the
case of any natural gas cooling equipment
described in subparagraph (A)(viii).

‘(4) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—

‘““(A) IN GENERAL.—The term ‘combined
heat and power system property’ means
property—

‘(i) comprising a system for the same en-
ergy source for the simultaneous or sequen-
tial generation of electrical power, mechan-
ical shaft power, or both, in combination
with steam, heat, or other forms of useful
energy,

ENERGY-EFFICIENT BUILDING PROP-
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‘(i) which has an electrical capacity of
more than 50 kilowatts or a mechanical en-
ergy capacity of more than 67 horsepower or
an equivalent combination of electrical and
mechanical energy capacities,

‘‘(iii) which produces—

“(I) at least 20 percent of its total useful
energy in the form of thermal energy, and

“(II) at least 20 percent of its total useful
energy in the form of electrical or mechan-
ical power (or a combination thereof), and

‘“(iv) the energy efficiency percentage of
which exceeds—

““(I) 60 percent in the case of a system with
an electrical capacity of less than 1 mega-
watt),

““(IT) 65 percent in the case of a system
with an electrical capacity of not less than 1
megawatt and not in excess of 50
megawatts), and

“(IIT) 70 percent in the case of a system
with an electrical capacity in excess of 50
megawatts).

‘(B) SPECIAL RULES.—

‘(i) ENERGY EFFICIENCY PERCENTAGE.—For
purposes of subparagraph (A)(iv), the energy
efficiency percentage of a system is the frac-
tion—

‘“(I) the numerator of which is the total
useful electrical, thermal, and mechanical
power produced by the system at normal op-
erating rates, and

‘(IT) the denominator of which is the lower
heating value of the primary fuel source for
the system.

¢“(i1) DETERMINATIONS MADE ON BTU BASIS.—
The energy efficiency percentage and the
percentages under subparagraph (A)(iii) shall
be determined on a Btu basis.

¢(iii) INPUT AND OUTPUT PROPERTY NOT IN-
CLUDED.—The term ‘combined heat and
power system property’ does not include
property used to transport the energy source
to the facility or to distribute energy pro-
duced by the facility.

‘‘(iv) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—If the combined heat and power
system property is public utility property
(as defined in section 46(f)(5) as in effect on
the day before the date of the enactment of
the Revenue Reconciliation Act of 1990), the
taxpayer may only claim the credit under
subsection (a)(1) if, with respect to such
property, the taxpayer uses a normalization
method of accounting.

¢“(6) LOW CORE LOSS DISTRIBUTION TRANS-
FORMER PROPERTY.—The term ‘low core loss
distribution transformer property’ means a
distribution transformer which has energy
savings from a highly efficient core of at
least 20 percent more than the average for
power ratings reported by studies required
under section 124 of the Energy Policy Act of
1992.

‘“(6) QUALIFIED ANAEROBIC DIGESTER PROP-
ERTY.—The term ‘qualified anaerobic di-
gester property’ means an anaerobic digester
for manure or crop waste which achieves at
least 65 percent efficiency measured in terms
of the fraction of energy input converted to
electricity and useful thermal energy.

“(7) QUALIFIED WIND ENERGY SYSTEMS
EQUIPMENT PROPERTY.—The term ‘qualified
wind energy systems equipment property’
means wind energy systems equipment with
a turbine size of not more than 75 kilowatts
rated capacity.

‘‘(e) SPECIAL RULES.—For purposes of this
section—

(1) SPECIAL RULE FOR PROPERTY FINANCED
BY SUBSIDIZED ENERGY FINANCING OR INDUS-
TRIAL DEVELOPMENT BONDS.—

‘‘(A) REDUCTION OF BASIS.—For purposes of
applying the energy percentage to any prop-
erty, if such property is financed in whole or
in part by—

‘(1) subsidized energy financing, or
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‘‘(ii) the proceeds of a private activity bond
(within the meaning of section 141) the inter-
est on which is exempt from tax under sec-
tion 103, the amount taken into account as
the basis of such property shall not exceed
the amount which (but for this subpara-
graph) would be so taken into account multi-
plied by the fraction determined under sub-
paragraph (B).

‘“(B) DETERMINATION OF FRACTION.—For
purposes of subparagraph (A), the fraction
determined under this subparagraph is 1 re-
duced by a fraction—

‘(i) the numerator of which is that portion
of the basis of the property which is allo-
cable to such financing or proceeds, and

‘(ii) the denominator of which is the basis
of the property.

‘(C) SUBSIDIZED ENERGY FINANCING.—For
purposes of subparagraph (A), the term ‘sub-
sidized energy financing’ means financing
provided under a Federal, State, or local pro-
gram a principal purpose of which is to pro-
vide subsidized financing for projects de-
signed to conserve or produce energy.

¢“(2) CERTAIN PROGRESS EXPENDITURE RULES
MADE APPLICABLE.—Rules similar to the rules
of subsections (c)(4) and (d) of section 46 (as
in effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990) shall apply for purposes of this sec-
tion.

¢“(f) APPLICATION OF SECTION.—

‘(1) IN GENERAL.—Except as provided by
paragraph (2), this section shall apply to
property placed in service after December 31,
2001, and before January 1, 2009.

““(2) EXCEPTIONS.—

“(A) SOLAR ENERGY AND GEOTHERMAL EN-
ERGY PROPERTY.—Paragraph (1) shall not
apply to solar energy property or geothermal
energy property.

“(B) CERTAIN ELECTRIC HEAT PUMPS AND
CENTRAL AIR CONDITIONERS.—In the case of
property which is described in subsection
(@@ (A)dii)I) or (A(3)(A)v)(I), this section
shall apply to property placed in service
after December 31, 2001, and before January
1, 2006.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 48 is amended to read as fol-
lows:

“SEC. 48. REFORESTATION CREDIT.

‘“(a) IN GENERAL.—For purposes of section
46, the reforestation credit for any taxable
year is 20 percent of the portion of the amor-
tizable basis of any qualified timber property
which was acquired during such taxable year
and which is taken into account under sec-
tion 194 (after the application of section
194(b)(1)).

‘“(b) DEFINITIONS.—For purposes of this
subpart, the terms ‘amortizable basis’ and
‘qualified timber property’ have the respec-
tive meanings given to such terms by section
194.”.

(2) Section 39(d), as amended by this Act, is
amended by adding at the end the following:

‘(12) NO CARRYBACK OF ENERGY CREDIT BE-
FORE EFFECTIVE DATE.—No portion of the un-
used business credit for any taxable year
which is attributable to the energy credit de-
termined under section 48A may be carried
back to a taxable year ending before January
1, 2002.”".

(3) Section 280C is amended by adding at
the end the following:

‘“(d) CREDIT FOR ENERGY PROPERTY EX-
PENSES.—

‘(1) IN GENERAL.—No deduction shall be al-
lowed for that portion of the expenses for en-
ergy property (as defined in section 48A(c))
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 48A(a).
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‘(2) SIMILAR RULE WHERE TAXPAYER CAP-
ITALIZES RATHER THAN DEDUCTS EXPENSES.—
If—

“‘(A) the amount of the credit allowable for
the taxable year under section 48A (deter-
mined without regard to section 38(c)), ex-
ceeds

‘(B) the amount allowable as a deduction
for the taxable year for expenses for energy
property (determined without regard to
paragraph (1)), the amount chargeable to
capital account for the taxable year for such
expenses shall be reduced by the amount of
such excess.

‘“(3) CONTROLLED GROUPS.—Paragraph (3) of
subsection (b) shall apply for purposes of this
subsection.”.

(4) Section 29(b)(3)(A)(1)(I1I) is amended by
striking ‘section 48(a)(4)(C)’ and inserting
‘section 48A(e)(1)(C)’.

(5) Section 50(a)(2)(E) is amended by strik-
ing ‘section 48(a)(b)’ and inserting ‘section
48A(e)(2).

(6) Section 168(e)(3)(B) is amended—

(A) by striking clause (vi)(I) and inserting
the following:

‘(D) is described in paragraph (1) or (2) of
section 48A(d) (or would be so described if
‘solar and wind’ were substituted for ‘solar’
in paragraph (1)(B)),”, and

(B) in the last sentence by striking ‘‘sec-
tion 48(a)(3)” and inserting ‘‘section
48A(C)(2)(A)”.

(c) CLERICAL AMENDMENT.—The table of
sections for subpart E of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 48 and in-
serting the following:

‘“Sec. 48. Reforestation credit.
‘“‘Sec. 48A. Energy credit.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2001,
under rules similar to the rules of section
48(m) of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).
SEC. 1102. ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY DEDUCTION.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by adding at the end the following:

“SEC. 199. ENERGY-EFFICIENT COMMERCIAL
BUILDING PROPERTY.

‘‘(a) IN GENERAL.—There shall be allowed
as a deduction for the taxable year an
amount equal to the energy-efficient com-
mercial building property expenditures made
by a taxpayer for the taxable year.

“(b) MAXIMUM AMOUNT OF DEDUCTION.—The
amount of energy-efficient commercial
building property expenditures taken into
account under subsection (a) shall not exceed
an amount equal to the product of—

(1) $2.25, and

‘‘(2) the square footage of the building with
respect to which the expenditures are made.

“(c) YEAR DEDUCTION ALLOWED.—The de-
duction under subsection (a) shall be allowed
in the taxable year in which the construc-
tion of the building is completed.

*(d) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY EXPENDITURES.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘energy-effi-
cient commercial building property expendi-
tures’ means an amount paid or incurred for
energy-efficient commercial building prop-
erty installed on or in connection with new
construction or reconstruction of property—

‘““(A) for which depreciation is allowable
under section 167,

“(B) which is located in the United States,
and

‘(C) the construction or erection of which
is completed by the taxpayer.
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Such property includes all residential rental
property, including low-rise multifamily
structures and single family housing prop-
erty which is not within the scope of Stand-
ard 90.1-1999 (described in paragraph (3)).

¢“(2) LABOR COSTS INCLUDED.—Such term in-
cludes expenditures for labor costs properly
allocable to the onsite preparation, assem-
bly, or original installation of the property.

‘(3) ENERGY EXPENDITURES EXCLUDED.—
Such term does not include any expenditures
taken into account in determining any cred-
it allowed under section 48A.

‘‘(e) ENERGY-EFFICIENT COMMERCIAL BUILD-
ING PROPERTY.—For purposes of subsection
(d—

‘(1 IN GENERAL.—The term ‘energy-effi-
cient commercial building property’ means
any property which reduces total annual en-
ergy and power costs with respect to the
lighting, heating, cooling, ventilation, and
hot water supply systems of the building by
50 percent or more in comparison to a ref-
erence building which meets the require-
ments of Standard 90.1-1999 of the American
Society of Heating, Refrigerating, and Air
Conditioning Engineers and the Illuminating
Engineering Society of North America using
methods of calculation under subparagraph
(B) and certified by qualified professionals as
provided under paragraph (6).

‘(2) METHODS OF CALCULATION.—The Sec-
retary, in consultation with the Secretary of
Energy, shall promulgate regulations which
describe in detail methods for calculating
and verifying energy and power consumption
and cost, taking into consideration the pro-
visions of the 1998 California Nonresidential
ACM Manual. These procedures shall meet
the following requirements:

““(A) In calculating tradeoffs and energy
performance, the regulations shall prescribe
the costs per unit of energy and power, such
as kilowatt hour, kilowatt, gallon of fuel oil,
and cubic foot or Btu of natural gas, which
may be dependent on time of usage.

‘“(B) The calculational methodology shall
require that compliance be demonstrated for
a whole building. If some systems of the
building, such as lighting, are designed later
than other systems of the building, the
method shall provide that either—

‘(i) the expenses taken into account under
paragraph (1) shall not occur until the date
designs for all energy-using systems of the
building are completed, or

‘‘(ii) the expenses taken into account under
paragraph (1) shall be a fraction of such ex-
penses based on the performance of less than
all energy-using systems in accordance with
subparagraph (C), and the energy perform-
ance of all systems and components not yet
designed shall be assumed to comply mini-
mally with the requirements of such Stand-
ard 90.1-1999.

‘(C) The expenditures in connection with
the design of subsystems in the building,
such as the envelope, the heating, ventila-
tion, air conditioning and water heating sys-
tem, and the lighting system shall be allo-
cated to the appropriate building subsystem
based on system-specific energy cost savings
targets in regulations promulgated by the
Secretary of Energy which are equivalent,
using the calculation methodology, to the
whole building requirement of 50 percent
savings.

‘(D) The calculational methods under this
paragraph need not comply fully with sec-
tion 11 of such Standard 90.1-1999.

‘“(E) The calculational methods shall be
fuel neutral, such that the same energy effi-
ciency features shall qualify a building for
the deduction under this section regardless
of whether the heating source is a gas or oil
furnace or an electric heat pump.

‘“(F) The calculational methods shall pro-
vide appropriate calculated energy savings
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for design methods and technologies not oth-
erwise credited in either such Standard 90.1-
1999 or in the 1998 California Nonresidential
ACM Manual, including the following:

‘(i) Natural ventilation.

‘‘(ii) Evaporative cooling.

‘(iii) Automatic lighting controls such as
occupancy sensors, photocells, and time-
clocks.

‘‘(iv) Daylighting.

‘“(v) Designs utilizing semi-conditioned
spaces which maintain adequate comfort
conditions without air conditioning or with-
out heating.

‘“(vi) Improved fan system efficiency, in-
cluding reductions in static pressure.

‘“(vii) Advanced unloading mechanisms for
mechanical cooling, such as multiple or vari-
able speed compressors.

‘“(viii) The calculational methods may
take into account the extent of commis-
sioning in the building, and allow the tax-
payer to take into account measured per-
formance which exceeds typical perform-
ance.

““(3) COMPUTER SOFTWARE.—

‘“(A) IN GENERAL.—Any calculation under
this subsection shall be prepared by qualified
computer software.

“(B) QUALIFIED COMPUTER SOFTWARE.—For
purposes of this paragraph, the term ‘quali-
fied computer software’ means software—

‘(i) for which the software designer has
certified that the software meets all proce-
dures and detailed methods for calculating
energy and power consumption and costs as
required by the Secretary,

‘“(ii) which provides such forms as required
to be filed by the Secretary in connection
with energy efficiency of property and the
deduction allowed under this section, and

‘‘(iii) which provides a notice form which
summarizes the energy efficiency features of
the building and its projected annual energy
costs.

‘(4) ALLOCATION OF DEDUCTION FOR PUBLIC
PROPERTY.—In the case of energy-efficient
commercial building property installed on or
in public property, the Secretary shall pro-
mulgate a regulation to allow the allocation
of the deduction to the person primarily re-
sponsible for designing the property in lieu
of the public entity which is the owner of
such property. Such person shall be treated
as the taxpayer for purposes of this section.

““(5) NOTICE TO OWNER.—The qualified indi-
vidual shall provide an explanation to the
owner of the building regarding the energy
efficiency features of the building and its
projected annual energy costs as provided in
the notice under paragraph (3)(B)(iii).

““(6) CERTIFICATION.—

‘““(A) IN GENERAL.—Except as provided in
this paragraph, the Secretary, in consulta-
tion with the Secretary of Energy, shall es-
tablish requirements for certification and
compliance procedures similar to the proce-
dures under section 45H(d).

“(B) QUALIFIED INDIVIDUALS.—Individuals
qualified to determine compliance shall be
only those individuals who are recognized by
an organization certified by the Secretary
for such purposes.

“(C) PROFICIENCY OF QUALIFIED INDIVID-
UALS.—The Secretary shall consult with non-
profit organizations and State agencies with
expertise in energy efficiency calculations
and inspections to develop proficiency tests
and training programs to qualify individuals
to determine compliance.

‘“(f) TERMINATION.—This section shall not
apply with respect to any energy-efficient
commercial building property expenditures
in connection with property—

‘(1) the plans for which are not certified
under subsection (e)(6) on or before Decem-
ber 31, 2006, and
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‘‘(2) the construction of which is not com-
pleted on or before December 31, 2008.”".

(b) CONFORMING AMENDMENTS.—Section
1016(a) is amended by striking ‘‘and” at the
end of paragraph (26), by striking the period
at the end of paragraph (27) and inserting ‘,
and’’, and by inserting the following:

¢(28) for amounts allowed as a deduction
under section 199(a).”.

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

“Sec. 199. Energy-efficient commercial build-
ing property.”.

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

Subtitle B—Residential Energy Systems
SEC. 1111. CREDIT FOR CONSTRUCTION OF NEW
ENERGY-EFFICIENT HOME.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by section
1103(a), is amended by inserting after section
45G the following:

“SEC. 45H. NEW ENERGY-EFFICIENT HOME CRED-
IT.

‘‘(a) IN GENERAL.—For purposes of section
38, in the case of an eligible contractor, the
credit determined under this section for the
taxable year is an amount equal to the ag-
gregate adjusted bases of all energy-efficient
property installed in a qualified new energy-
efficient home during construction of such
home.

““(b) LIMITATIONS.—

(1) MAXIMUM CREDIT.—

“(A) IN GENERAL.—The credit allowed by
this section with respect to a dwelling shall
not exceed—

‘(i) in the case of a dwelling described in
subsection (c)(3)(D)(i), $1,500, and

‘“(ii) in the case of a dwelling described in
subsection (c)(3)(D)(ii), $2,500.

‘“(B) PRIOR CREDIT AMOUNTS ON SAME
DWELLING TAKEN INTO ACCOUNT.—If a credit
was allowed under subsection (a) with re-
spect to a dwelling in 1 or more prior taxable
years, the amount of the credit otherwise al-
lowable for the taxable year with respect to
that dwelling shall not exceed the amount
under clause (i) or (ii) (as the case may be),
reduced by the sum of the credits allowed
under subsection (a) with respect to the
dwelling for all prior taxable years.

‘“(2) COORDINATION WITH REHABILITATION
AND ENERGY CREDITS.—For purposes of this
section—

‘“(A) the basis of any property referred to
in subsection (a) shall be reduced by that
portion of the basis of any property which is
attributable to qualified rehabilitation ex-
penditures (as defined in section 47(c)(2)) or
to the energy percentage of energy property
(as determined under section 48A(a)), and

‘“(B) expenditures taken into account
under either section 47 or 48A(a) shall not be
taken into account under this section.

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

(1) ELIGIBLE CONTRACTOR.—The term ‘eli-
gible contractor’ means the person who con-
structed the new energy-efficient home, or in
the case of a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280), the manufactured home producer of
such home.

‘(2) ENERGY-EFFICIENT PROPERTY.—The
term ‘energy-efficient property’ means any
energy-efficient building envelope compo-
nent, and any energy-efficient heating or
cooling equipment which can, individually or
in combination with other components, meet
the requirements of this section.



May 21, 2001

‘(3) QUALIFIED NEW ENERGY-EFFICIENT
HOME.—The term ‘qualified new energy-effi-
cient home’ means a dwelling—

“‘(A) located in the United States,

‘(B) the construction of which is substan-
tially completed after December 31, 2000,

‘(C) the original use of which is as a prin-
cipal residence (within the meaning of sec-
tion 121) which commences with the person
who acquires such dwelling from the eligible
contractor, and

‘(D) which is certified to have a projected
level of annual heating and cooling energy
consumption, measured in terms of average
annual energy cost to the homeowner which
is at least—

‘(i) 30 percent less than the annual level of
heating and cooling energy consumption of a
reference dwelling constructed in accordance
with the standards of chapter 4 of the 2000
International Energy Conservation Code, or

‘“(ii) 50 percent less than such annual level
of heating and cooling energy consumption.

‘‘(4) CONSTRUCTION.—The term ‘construc-
tion’ includes reconstruction and rehabilita-
tion.

‘() ACQUIRE.—The term ‘acquire’ includes
purchase and, in the case of reconstruction
and rehabilitation, such term includes a
binding written contract for such recon-
struction or rehabilitation.

‘(6) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

‘“(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain of a dwelling when
installed in or on such dwelling, and

‘“(B) exterior windows (including sky-
lights) and doors.

“(7) MANUFACTURED HOME INCLUDED.—The
term ‘dwelling’ includes a manufactured
home conforming to Federal Manufactured
Home Construction and Safety Standards (24
C.F.R. 3280).

¢“(d) CERTIFICATION.—

‘(1) METHOD.—A certification described in
subsection (c)(3)(D) shall be determined on
the basis of 1 of the following methods:

““(A) A component-based method, using the
applicable technical energy efficiency speci-
fications or ratings (including product label-
ing requirements) for the energy-efficient
building envelope component or energy-effi-
cient heating or cooling equipment. The Sec-
retary shall, in consultation with the Ad-
ministrator of the Environmental Protection
Agency, develop prescriptive component-
based packages that are equivalent in energy
performance to properties that qualify under
subparagraph (B).

‘““(B) An energy performance-based method
that calculates projected energy usage and
cost reductions in the dwelling in relation to
a reference dwelling—

‘(i) heated by the same energy source and
heating system type, and

‘‘(ii) comnstructed in accordance with the
standards of chapter 4 of the 2000 Inter-
national Energy Conservation Code.
Computer software shall be used in support
of an energy performance-based method cer-
tification under subparagraph (B). Such soft-
ware shall meet procedures and methods for
calculating energy and cost savings in regu-
lations promulgated by the Secretary of En-
ergy. Such regulations on the specifications
for software and verification protocols shall
be based on the 1998 California Residential
Alternative Calculation Method Approval
Manual.

‘(2) PROVIDER.—Such certification shall be
provided by—

‘“(A) in the case of a method described in
paragraph (1)(A), a local building regulatory
authority, a utility, a manufactured home
production inspection primary inspection
agency (IPIA), or a home energy rating orga-
nization, or
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“(B) in the case of a method described in
paragraph (1)(B), an individual recognized by
an organization designated by the Secretary
for such purposes.

““(3) FORM.—

‘“(A) IN GENERAL.—Such certification shall
be made in writing in a manner that speci-
fies in readily verifiable fashion the energy-
efficient building envelope components and
energy-efficient heating or cooling equip-
ment installed and their respective rated en-
ergy efficiency performance, and in the case
of a method described in paragraph (1)(B),
accompanied by written analysis docu-
menting the proper application of a permis-
sible energy performance calculation method
to the specific circumstances of such dwell-
ing.

‘“(B) FORM PROVIDED TO BUYER.—A form
documenting the energy-efficient building
envelope components and energy-efficient
heating or cooling equipment installed and
their rated energy efficiency performance
shall be provided to the buyer of the dwell-
ing. The form shall include labeled R-value
for insulation products, NFRC-labeled U-fac-
tor and Solar Heat Gain Coefficient for win-
dows, skylights, and doors, labeled AFUE
ratings for furnaces and boilers, labeled
HSPF ratings for electric heat pumps, and
labeled SEER ratings for air conditioners.

“(C) RATINGS LABEL AFFIXED IN DWELL-
ING.—A permanent label documenting the
ratings in subparagraph (B) shall be affixed
to the front of the electrical distribution
panel of the dwelling, or shall be otherwise
permanently displayed in a readily inspect-
able location in the dwelling.

““(4) REGULATIONS.—

‘““(A) IN GENERAL.—In prescribing regula-
tions under this subsection for energy per-
formance-based certification methods, the
Secretary, after examining the requirements
for energy consultants and home energy rat-
ings providers specified by the Mortgage In-
dustry National Accreditation Procedures
for Home Energy Rating Systems, shall pre-
scribe procedures for calculating annual en-
ergy usage and cost reductions for heating
and cooling and for the reporting of the re-
sults. Such regulations shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a home to
qualify for the credit under this section re-
gardless of whether the dwelling uses a gas
or oil furnace or boiler or an electric heat
pump, and

‘“(ii) require that any computer software
allow for the printing of the Federal tax
forms necessary for the credit under this sec-
tion and for the printing of forms for disclo-
sure to the homebuyer.

‘“(B) PROVIDERS.—For purposes of para-
graph (2)(B), the Secretary shall establish re-
quirements for the designation of individuals
based on the requirements for energy con-
sultants and home energy raters specified by
the Mortgage Industry National Accredita-
tion Procedures for Home Energy Rating
Systems.

‘‘(e) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

“(f) TERMINATION.—Subsection (a) shall
apply to dwellings purchased during the pe-
riod beginning on January 1, 2001, and ending
on December 31, 2005.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to current year business credit), as
amended by section 1103(d), is amended by
striking ‘“‘plus’ at the end of paragraph (15),
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by striking the period at the end of para-
graph (16) and inserting ¢, plus’’, and by add-
ing at the end the following:

“(17) the new energy-efficient home credit
determined under section 456H.”".

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by section
1103(c), is amended by adding at the end the
following:

“(f) NEW ENERGY-EFFICIENT HOME EX-
PENSES.—No deduction shall be allowed for
that portion of expenses for a new energy-ef-
ficient home otherwise allowable as a deduc-
tion for the taxable year which is equal to
the amount of the credit determined for such
taxable year under section 45H.” .

(d) CREDIT ALLOWED AGAINST REGULAR AND
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

¢“(3) SPECIAL RULES FOR NEW ENERGY EFFI-
CIENT HOME CREDIT.—

‘““(A) IN GENERAL.—In the case of the new
energy efficient home credit—

(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and

‘‘(ii) in applying paragraph (1) to the cred-
it—

“(I) subparagraphs (A) and (B) thereof shall
not apply, and

‘(IT) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the new energy
efficient home credit).

‘(B) NEW ENERGY EFFICIENT HOME CREDIT.—
For purposes of this subsection, the term
‘new energy efficient home credit’ means the
credit allowable under subsection (a) by rea-
son of section 45H.”.

(2) CONFORMING AMENDMENT.—Subclause
(II) of section 38(c)(2)(A)(ii) is amended by in-
serting ‘‘or the new energy efficient home
credit”’ after ‘‘employment credit’’.

(e) LIMITATION ON CARRYBACK.—Subsection
(d) of section 39, as amended by section
1103(b), is amended by adding at the end the
following:

‘(14) NO CARRYBACK OF NEW ENERGY-EFFI-
CIENT HOME CREDIT BEFORE EFFECTIVE DATE.—
No portion of the unused business credit for
any taxable year which is attributable to the
credit determined under section 45H may be
carried back to any taxable year ending be-
fore January 1, 2001.”.

(f) DEDUCTION FOR CERTAIN UNUSED BUSI-
NESS CREDITS.—Subsection (c¢) of section 196
is amended by striking ‘‘and” at the end of
paragraph (7), by striking the period at the
end of paragraph (8) and inserting ‘, and”,
and by adding after paragraph (8) the fol-
lowing:

‘“(9) the new energy-efficient home credit
determined under section 45H.”.

(g) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 1103(d), is amended by inserting after
the item relating to section 45G the fol-
lowing:

‘“Sec. 45H. New energy-efficient home cred-
it.”.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2000.

SEC. 1112. CREDIT FOR ENERGY EFFICIENCY IM-
PROVEMENTS TO EXISTING HOMES.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
this Act, is amended by inserting after sec-
tion 25C the following new section:
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“SEC. 25D. ENERGY EFFICIENCY IMPROVEMENTS
TO EXISTING HOMES

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
20 percent of the amount paid or incurred by
the taxpayer for qualified energy efficiency
improvements installed during such taxable
year.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
by this section with respect to a dwelling
shall not exceed $2,000.

‘“(2) PRIOR CREDIT AMOUNTS FOR TAXPAYER
ON SAME DWELLING TAKEN INTO ACCOUNT.—If a
credit was allowed to the taxpayer under
subsection (a) with respect to a dwelling in 1
or more prior taxable years, the amount of
the credit otherwise allowable for the tax-
able year with respect to that dwelling shall
not exceed the amount of $2,000 reduced by
the sum of the credits allowed under sub-
section (a) to the taxpayer with respect to
the dwelling for all prior taxable years.

‘“(c) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a)
for such taxable year reduced by the sum of
the credits allowable under subpart A of part
IV of subchapter A (other than this section),
such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such tax-
able year.

“(d) QUALIFIED ENERGY EFFICIENCY IM-
PROVEMENTS.—For purposes of this section,
the term ‘qualified energy efficiency im-
provements’ means any energy efficient
building envelope component which is cer-
tified to meet or exceed the prescriptive cri-
teria for such component in the 2000 Inter-
national Energy Conservation Code, or any
combination of energy efficiency measures
which achieves at least a 30 percent reduc-
tion in heating and cooling energy usage for
the dwelling (as measured in terms of energy
cost to the taxpayer), if—

‘(1) such component or combinations of
measures is installed in or on a dwelling—

‘“(A) located in the United States, and

‘“(B) owned and used by the taxpayer as the
taxpayer’s principal residence (within the
meaning of section 121),

‘“(2) the original use of such component or
combination of measures commences with
the taxpayer, and

‘(3) such component or combination of
measures reasonably can be expected to re-
main in use for at least 5 years.

‘‘(e) CERTIFICATION.—The certification de-
scribed in subsection (d) shall be—

‘(1) in the case of any component described
in subsection (d), determined on the basis of
applicable energy efficiency ratings (includ-
ing product labeling requirements) for af-
fected building envelope components,

‘(2) in the case of combinations of meas-
ures described in subsection (d), determined
by the performance-based methods described
in section 45H(d),

“(3) provided by a third party, such as a
local building regulatory authority, a util-
ity, a manufactured home production inspec-
tion primary inspection agency (IPIA), or a
home energy rating organization, consistent
with the requirements of section 45H(d)(2),
and

‘“(4) made in writing on forms which speci-
fy in readily inspectable fashion the energy-
efficient components and other measures and
their respective efficiency ratings, and which
shall include a permanent label affixed to
the electrical distribution panel as described
in section 45H(d)(3)(C).

*“(f) DEFINITIONS AND SPECIAL RULES.—

‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
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which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

‘“(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures for the qualified energy efficiency im-
provements made during such calendar year
by any of such individuals with respect to
such dwelling unit shall be determined by
treating all of such individuals as 1 taxpayer
whose taxable year is such calendar year.

‘“(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

““(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having paid his
tenant-stockholder’s proportionate share (as
defined in section 216(b)(3)) of the cost of
qualified energy efficiency improvements
made by such corporation.

¢“(3) CONDOMINIUMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which he owns, such individual
shall be treated as having paid his propor-
tionate share of the cost of qualified energy
efficiency improvements made by such asso-
ciation.

“(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

‘(4) BUILDING ENVELOPE COMPONENT.—The
term ‘building envelope component’ means—

‘“(A) insulation material or system which
is specifically and primarily designed to re-
duce the heat loss or gain or a dwelling when
installed in or on such dwelling, and

‘(B) exterior windows (including
lights) and doors.

“(6) MANUFACTURED HOMES INCLUDED.—For
purposes of this section, the term ‘dwelling’
includes a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280).

‘“(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(h) TERMINATION.—Subsection (a) shall
apply to qualified energy efficiency improve-
ments installed during the period beginning
on the date of the enactment of this section
and ending on December 31, 2005.”’.

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 23, as amended
by this Act, is amended by inserting ‘‘25D,”’
after <“25C,”.

(2) Subparagraph (C) of section 25(e)(1), as
amended by this Act, is amended by insert-
ing “256D,”" after ‘‘25C,”".

(3) Subsection (h) of seciton 904, as amend-
ed by this Act, is amended by by striking ‘‘or
25C” and inserting ‘¢, 25C, or 25D”’.
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(4) Subsection (d) of section 1400C is
amended by inserting ‘‘and section 25C”’ and
inserting ¢, section 25C, and section 25D,

(4) Subsection (a) of section 1016, as amend-
ed by section 1102(b), is amended by striking
“and” at the end of paragraph (27), by strik-
ing the period at the end of paragraph (28)
and inserting ‘‘; and’, and by adding at the
end the following:

‘(29) to the extent provided in section
26D(f), in the case of amounts with respect to
which a credit has been allowed under sec-
tion 25D.”.

(56) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by this Act, is amended by insert-
ing after the item relating to section 25C the
following new item:

“Sec. 25D. Energy efficiency improvements
to existing homes.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending on or after the date of the en-
actment of this Act.

SEC. 1113. CREDIT FOR RESIDENTIAL SOLAR,
WIND, AND FUEL CELL ENERGY
PROPERTY.

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by
section 1112(a), is amended by inserting after
section 25D the following:

“SEC. 25E. RESIDENTIAL SOLAR, WIND, AND FUEL
CELL ENERGY PROPERTY.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual, there shall be allowed as a
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to
the sum of—

‘(1) 15 percent of the qualified photo-
voltaic property expenditures,

‘“(2) 15 percent of the qualified solar water
heating property expenditures,

¢“(3) 30 percent of the qualified wind energy
property expenditures, and

‘“(4) 25 percent for the qualified fuel cell
property expenditures,

made by the taxpayer during the taxable
year.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
under subsection (a)(2) shall not exceed $2,000
for each system of solar energy property.

‘“(2) TYPE OF PROPERTY.—No expenditure
may be taken into account under this sec-
tion unless such expenditure is made by the
taxpayer for property installed on or in con-
nection with a dwelling unit which is located
in the United States and which is used as a
residence.

‘(3) SAFETY CERTIFICATIONS.—No credit
shall be allowed under this section for an
item of property unless—

““(A) in the case of solar water heating
property, such property is certified for per-
formance and safety by the non-profit Solar
Rating Certification Corporation or a com-
parable entity endorsed by the government
of the State in which such property is in-
stalled, and

‘(B) in the case of a photovoltaic, wind en-
ergy, or fuel cell property, such property
meets appropriate fire and electric code re-
quirements.

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

‘(1) QUALIFIED SOLAR WATER HEATING PROP-
ERTY EXPENDITURE.—The term ‘qualified
solar water heating property expenditure’
means an expenditure for property which
uses solar energy to heat water for use in a
dwelling unit with respect to which a major-
ity of the energy is derived from the sun.
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‘“(2) QUALIFIED PHOTOVOLTAIC PROPERTY EX-
PENDITURE.—The term ‘qualified photo-
voltaic property expenditure’ means an ex-
penditure for property which uses solar en-
ergy to generate electricity for use in a
dwelling unit.

‘(3) SOLAR PANELS.—No expenditure relat-
ing to a solar panel or other property in-
stalled as a roof (or portion thereof) shall
fail to be treated as property described in
paragraph (1) or (2) solely because it con-
stitutes a structural component of the struc-
ture on which it is installed.

‘‘(4) QUALIFIED WIND ENERGY PROPERTY EX-
PENDITURE.—The term ‘qualified wind energy
property expenditure’ means an expenditure
for property which uses wind energy to gen-
erate electricity for use in a dwelling unit.

‘(b) QUALIFIED FUEL CELL PROPERTY EX-
PENDITURE.—The term ‘qualified fuel cell
property expenditure’ means an expenditure
for property which uses an electrochemical
fuel cell system to generate electricity for
use in a dwelling unit.

‘(6) LABOR cosTS.—Expenditures for labor
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of
the property described in paragraph (1), (2),
(4), or (5) and for piping or wiring to inter-
connect such property to the dwelling unit
shall be taken into account for purposes of
this section.

“(7) ENERGY STORAGE MEDIUM.—Expendi-
tures which are properly allocable to a swim-
ming pool, hot tub, or any other energy stor-
age medium which has a function other than
the function of such storage shall not be
taken into account for purposes of this sec-
tion.

‘(d) SPECIAL RULES.—For purposes of this
section—

‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit
which is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following shall apply:

““(A) The amount of the credit allowable
under subsection (a) by reason of expendi-
tures (as the case may be) made during such
calendar year by any of such individuals
with respect to such dwelling unit shall be
determined by treating all of such individ-
uals as 1 taxpayer whose taxable year is such
calendar year.

‘‘(B) There shall be allowable with respect
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the
taxable year in which such calendar year
ends in an amount which bears the same
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such
calendar year bears to the aggregate of such
expenditures made by all of such individuals
during such calendar year.

¢(2) TENANT-STOCKHOLDER IN COOPERATIVE
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing
corporation (as defined in such section), such
individual shall be treated as having made
his tenant-stockholder’s proportionate share
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation.

*“(3) CONDOMINIUMS.—

‘““(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which such individual owns,
such individual shall be treated as having
made his proportionate share of any expendi-
tures of such association.

‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the
term ‘condominium management associa-
tion’ means an organization which meets the
requirements of paragraph (1) of section
528(c) (other than subparagraph (E) thereof)
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with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

““(4) JOINT OWNERSHIP OF ITEMS OF SOLAR OR
WIND ENERGY PROPERTY.—

‘““(A) IN GENERAL.—Any expenditure other-
wise qualifying as an expenditure described
in paragraph (1), (2), or (4) of subsection (c)
shall not be treated as failing to so qualify
merely because such expenditure was made
with respect to 2 or more dwelling units.

“(B) LIMITS APPLIED SEPARATELY.—In the
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made
for each dwelling unit.

‘“(5) ALLOCATION IN CERTAIN CASES.—If less
than 80 percent of the use of an item is for
nonbusiness residential purposes, only that
portion of the expenditures for such item
which is properly allocable to use for non-
business residential purposes shall be taken
into account. For purposes of this paragraph,
use for a swimming pool shall be treated as
use which is not for residential purposes.

‘(6) WHEN EXPENDITURE MADE; AMOUNT OF
EXPENDITURE.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made
when the original installation of the item is
completed.

“(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in
connection with the construction or recon-
struction of a structure, such expenditure
shall be treated as made when the original
use of the constructed or reconstructed
structure by the taxpayer begins.

“(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof.

“(7) REDUCTION OF CREDIT FOR GRANTS, TAX-
EXEMPT BONDS, AND SUBSIDIZED ENERGY FI-
NANCING.—The rules of section 29(b)(3) shall
apply for purposes of this section.

‘‘(e) BASIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is allowed under this
section for any expenditure with respect to
any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditure shall
be reduced by the amount of the credit so al-
lowed.

‘“(f) TERMINATION.—The credit allowed
under this section shall not apply to taxable
years beginning after December 31, 2011.”".

(b) CONFORMING AMENDMENTS.—

(1) Subsection (a) of section 1016, as amend-
ed by section 1112(b)(4), is amended by strik-
ing ‘“‘and” at the end of paragraph (28), by
striking the period at the end of paragraph
(29) and inserting ‘‘; and’’, and by adding at
the end the following:

“(30) to the extent provided in section
25E(e), in the case of amounts with respect
to which a credit has been allowed under sec-
tion 25E.”.

(2) The table of sections for subpart A of
part IV of subchapter A of chapter 1, as
amended by section 1112(b)(2), is amended by
inserting after the item relating to section
256D the following:

‘“‘Sec. 25E. Residential solar, wind, and fuel
cell energy property.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to expendi-
tures made after the date of the enactment
of this Act, in taxable years ending after
such date.

Subtitle C—Electricity Facilities and
Production
SEC. 1121. MODIFICATIONS TO CREDIT FOR ELEC-
TRICITY PRODUCED FROM RENEW-
ABLE AND WASTE PRODUCTS.
(a) INCREASE IN CREDIT RATE.—
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(1) IN GENERAL.—Section 45(a)(1) is amend-
ed by striking ‘1.5 cents’ and inserting ‘1.8
cents’.

(2) CONFORMING AMENDMENTS.—

(A) Section 45(b)(2) is amended by striking
“1.5 cent’ and inserting ‘1.8 cent’’.

(B) Section 45(d)(2)(B) is amended by in-
serting ‘‘(calendar year 2001 in the case of
the 1.8 cent amount in subsection (a))”’ after
€1992”°.

(b) EXPANSION OF QUALIFIED RESOURCES.—

(1) IN GENERAL.—Section 45(c)(1) (relating
to qualified energy resources) is amended by
striking ‘“‘and” at the end of subparagraph
(B), by striking the period at the end of sub-

paragraph (C) and inserting ¢, and’’, and by
adding at the end the following:

‘(D) alternative resources.’’.

(2) DEFINITION OF ALTERNATIVE RE-

SOURCES.—Section 45(c) (relating to defini-
tions) is amended—

(A) by redesignating paragraph (3) as para-
graph (5),

(B) by redesignating paragraph (4) as para-
graph (3), and

(C) by inserting after paragraph (3), as re-
designated by subparagraph (B), the fol-
lowing:

‘“(4) ALTERNATIVE RESOURCES.—

‘“(A) IN GENERAL.—The term ‘alternative
resources’ means—

‘“(i) solar,

‘‘(ii) biomass (other than closed loop bio-
mass),

‘“(iii) municipal solid waste,

“(iv) incremental hydropower,

‘(v) geothermal,

‘“(vi) landfill gas, and

‘‘(vii) steel cogeneration.

‘“(B) BiomAss.—The term ‘biomass’ means
any solid, nonhazardous, cellulosic waste
material or any organic carbohydrate mat-
ter, which is segregated from other waste
materials, and which is derived from—

‘(i) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber,

‘‘(ii) waste pallets, crates, dunnage, un-
treated wood waste from construction or
manufacturing activities, and landscape or
right-of-way tree trimmings, but not includ-
ing unsegregated municipal solid waste or
post-consumer wastepaper, or

‘(iii) any of the following agriculture
sources: orchard tree crops, vineyard, grain,
legumes, sugar, and other crop by-products
or residues, including any packaging and
other materials which are nontoxic and bio-
degradable and are associated with the proc-
essing, feeding, selling, transporting, and
disposal of such agricultural materials.

¢(C) MUNICIPAL SOLID WASTE.—The term
‘municipal solid waste’ has the same mean-
ing given the term ‘solid waste’ under sec-
tion 2(27) of the Solid Waste Utilization Act
(42 U.S.C. 6903).

‘(D) INCREMENTAL HYDROPOWER.—The term
‘incremental hydropower’ means additional
generating capacity achieved from—

‘(i) increased efficiency, or

‘‘(ii) additions of new capacity
at a licensed non-Federal hydroelectric
project originally placed in service before
the date of the enactment of this paragraph.

‘“(E) GEOTHERMAL.—The term ‘geothermal’
means energy derived from a geothermal de-
posit (within the meaning of section
613(e)(2)), but only, in the case of electricity
generated by geothermal power, up to (but
not including) the electrical transmission
stage.

‘(F') LANDFILL GAS.—The term ‘landfill gas’
means gas generated from the decomposition
of any household solid waste, commercial
solid waste, and industrial solid waste dis-
posed of in a municipal solid waste landfill
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unit (as such terms are defined in regula-
tions promulgated under subtitle D of the
Solid Waste Disposal Act (42 U.S.C. 6941 et
seq.).

‘(G) STEEL COGENERATION.—The term ‘steel
cogeneration’ means the production of elec-
tricity and steam (or other form of thermal
energy) from any or all waste sources defined
in paragraphs (2) and (3) and subparagraphs
(B) and (C) of this paragraph within an oper-
ating facility which produces or integrates
the production of coke, direct reduced iron
ore, iron, or steel provided that the cogen-
eration meets any regulatory energy-effi-
ciency standards established by the Sec-
retary, and only to the extent that such en-
ergy is produced from—

‘(i) gases or heat generated from the pro-
duction of metallurgical coke,

‘“(ii) gases or heat generated from the pro-
duction of direct reduced iron ore or iron,
from blast furnace or direct ironmaking
processes, or

‘‘(iii) gases or heat generated from the
manufacture of steel.””.

(3) QUALIFIED FACILITY.—Section 45(c)(5)
(defining qualified facility), as redesignated
by paragraph 2(A), is amended by adding at
the end the following:

‘(D) ALTERNATIVE RESOURCES FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clauses (ii), (iii), and (iv), in the case of a fa-
cility using alternative resources to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this subparagraph.

‘‘(ii) BIOMASS FACILITY.—In the case of a fa-
cility using biomass described in paragraph
(4)(A)(ii) to produce electricity, the term
‘qualified facility’ means any facility of the
taxpayer.

“‘(iii) GEOTHERMAL FACILITY.—In the case of
a facility using geothermal to produce elec-
tricity, the term ‘qualified facility’ means
any facility of the taxpayer which is origi-
nally placed in service after December 31,
1992.

‘(iv) STEEL COGENERATION FACILITIES.—In
the case of a facility using steel cogenera-
tion to produce electricity, the term ‘quali-
fied facility’ means any facility permitted to
operate under the environmental require-
ments of the Clean Air Act Amendments of
1990 which is owned by the taxpayer and
originally placed in service after the date of
the enactment of this subparagraph. Such a
facility may be treated as originally placed
in service when such facility was last up-
graded to increase efficiency or generation
capability after such date.

‘(v) SPECIAL RULES.—In the case of a quali-
fied facility described in this subparagraph,
the 10-year period referred to in subsection
(a) shall be treated as beginning no earlier
than the date of the enactment of this sub-
paragraph.’.

(4) GOVERNMENT-OWNED FACILITY.—Section
45(d)(6) (relating to credit eligibility in the
case of government-owned facilities using
poultry waste) is amended—

(A) by inserting ‘‘or alternative resources’
after ‘‘poultry waste’’, and

(B) by inserting ‘‘OR ALTERNATIVE RE-
SOURCES’ after ‘‘POULTRY WASTE in the
heading thereof.

() QUALIFIED FACILITIES WITH CO-PRODUC-
TION.—Section 45(b) (relating to limitations
and adjustments) is amended by adding at
the end the following:

‘“(4) INCREASED CREDIT FOR CO-PRODUCTION
FACILITIES.—

‘“(A) IN GENERAL.—In the case of a qualified
facility described in subsection (c)(3)(D)()
which has a co-production facility or a quali-
fied facility described in subparagraph (A),
(B), or (C) of subsection (c)(3) which adds a
co-production facility after the date of the
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enactment of this paragraph, the amount in
effect under subsection (a)(1) for an eligible
taxable year of a taxpayer shall (after ad-
justment under paragraph (2) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.

“(B) CO-PRODUCTION FACILITY.—For pur-
poses of subparagraph (A), the term ‘co-pro-
duction facility’ means a facility which—

‘(i) enables a qualified facility to produce
heat, mechanical power, chemicals, liquid
fuels, or minerals from qualified energy re-
sources in addition to electricity, and

‘‘(i1) produces such energy on a continuous
basis.

“(C) ELIGIBLE TAXABLE YEAR.—For pur-
poses of subparagraph (A), the term ‘eligible
taxable year’ means any taxable year in
which the amount of gross receipts attrib-
utable to the co-production facility of a
qualified facility are at least 10 percent of
the amount of gross receipts attributable to
electricity produced by such facility.”’.

(6) QUALIFIED FACILITIES LOCATED WITHIN
QUALIFIED INDIAN LANDS.—Section 45(b) (re-
lating to limitations and adjustments), as
amended by paragraph (5), is amended by
adding at the end the following:

¢“(5) INCREASED CREDIT FOR QUALIFIED FA-
CILITY LOCATED WITHIN QUALIFIED INDIAN
LAND.—In the case of a qualified facility de-
scribed in subsection (¢)(3)(D) which—

‘“(A) is located within—

‘“(i) qualified Indian lands (as defined in
section 7871(c)(3)), or

‘(ii) lands which are held in trust by a Na-
tive Corporation (as defined in section 3(m)
of the Alaska Native Claims Settlement Act
(43 U.S.C. 1602(m)) for Alaska Natives, and

‘“(B) is operated with the explicit written
approval of the Indian tribal government or
Native Corporation (as so defined) having ju-
risdiction over such lands,

the amount in effect under subsection (a)(1)
for a taxable year shall (after adjustment
under paragraphs (2) and (4) and before ad-
justment under paragraphs (1) and (3)) be in-
creased by .25 cents.”’.

(7) ELECTRICITY PRODUCED FROM CERTAIN
RESOURCES CO-FIRED IN COAL PLANTS.—Sec-
tion 45(d) (relating to definitions and special
rules) is amended by adding at the end the
following:

‘(8) SPECIAL RULE FOR ELECTRICITY PRO-
DUCED FROM CERTAIN RESOURCES CO-FIRED IN
COAL PLANTS.—In the case of electricity pro-
duced from biomass (including closed loop
biomass), municipal solid waste, or animal
waste, co-fired in a facility which produces
electricity from coal—

‘“(A) subsection (a)(1) shall be applied by
substituting ‘1 cent’ for ‘1.8 cents’,

‘(B) such facility shall be considered a
qualified facility for purposes of this section,
and

‘(C) the 10-year period referred to in sub-
section (a) shall be treated as beginning no
earlier than the date of the enactment of
this paragraph.”.

(8) CONFORMING AMENDMENTS.—

(A) The heading for section 45 is amended
by inserting ‘“AND WASTE ENERGY” after
“RENEWABLE".

(B) The item relating to section 45 in the
table of sections subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing ‘“‘and waste energy’’ after ‘‘renewable’’.

(c) ADDITIONAL MODIFICATIONS OF RENEW-
ABLE AND WASTE ENERGY RESOURCE CREDIT.—

(1) CREDITS FOR CERTAIN TAX EXEMPT ORGA-
NIZATIONS AND GOVERNMENTAL UNITS.—Sec-
tion 45(d) (relating to definitions and special
rules), as amended by subsection (b)(7), is
amended by adding at the end the following:

‘“(9) CREDITS FOR CERTAIN TAX EXEMPT OR-
GANIZATIONS AND GOVERNMENTAL UNITS.—

“(A) ALLOWANCE OF CREDIT.—Any credit
which would be allowable under subsection
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(a) with respect to a qualified facility of an
entity if such entity were not exempt from
tax under this chapter shall be treated as a
credit allowable under subpart C to such en-
tity if such entity is—

‘(i) an organization described in section
501(c)(12)(C) and exempt from tax under sec-
tion 501(a),

‘(ii) an organization described in section
1381(a)(2)(C), or

‘“(iii) any State or political subdivision
thereof, any possession of the United States,
any Indian tribal government (within the
meaning of section 7871), or any agency or
instrumentality of any of the foregoing.

‘“(B) USE OF CREDIT.—

‘(i) TRANSFER OF CREDIT.—An entity de-
scribed in subparagraph (A) may assign,
trade, sell, or otherwise transfer any credit
allowable to such entity under subparagraph
(A) to any taxpayer.

‘“(ii) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of an entity described in clause (i)
or (ii) of subparagraph (A), any credit allow-
able to such entity under subparagraph (A)
may be applied by such entity, without pen-
alty, as a prepayment of any loan, debt, or
other obligation the entity has incurred
under subchapter I of chapter 31 of title 7 of
the Rural Electrification Act of 1936 (7 U.S.C.
901 et seq.).

‘‘(C) CREDIT NOT INCOME.—Neither a trans-
fer under clause (i) or a use under clause (ii)
of subparagraph (B) of any credit allowable
under subparagraph (A) shall result in in-
come for purposes of section 501(c)(12).

(D) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by an entity described
in subparagraph (A)(iii) from the transfer of
any credit under subparagraph (B)(i) shall be
treated as arising from an essential govern-
ment function.

‘“‘(E) CREDITS NOT REDUCED BY TAX-EXEMPT
BONDS OR CERTAIN OTHER SUBSIDIES.—Sub-
section (b)(3) shall not apply to reduce any
credit allowable under subparagraph (A) with
respect to—

‘(i) proceeds described
(A)(ii) of such subsection, or

‘“(ii) any loan, debt, or other obligation in-
curred under subchapter I of chapter 31 of
title 7 of the Rural Electrification Act of 1936
(7T U.S.C. 901 et seq.),
used to provide financing for any qualified
facility.

“(F) TREATMENT OF UNRELATED PERSONS.—
For purposes of this paragraph, sales among
and between entities described in subpara-
graph (A) shall be treated as sales between
unrelated parties.”.

(2) COORDINATION WITH OTHER CREDITS.—
Section 45(d), as amended by paragraph (1), is
amended by adding at the end the following:

‘“(10) COORDINATION WITH OTHER CREDITS.—
This section shall not apply to any qualified
facility with respect to which a credit under
any other section is allowed for the taxable
year unless the taxpayer elects to waive the
application of such credit to such facility.”.

(3) EXPANSION TO INCLUDE ANIMAL WASTE.—
Section 45 (relating to electricity produced
from certain renewable resources), as amend-
ed by paragraphs (2) and (4) of subsection (b),
is amended—

(A) by striking ‘“poultry’’ each place it ap-
pears in subsection (c¢)(1)(C) and subsection
(d)(6) and inserting ‘‘animal’’,

(B) by striking ‘“POULTRY’’ in the heading
of paragraph (6) of subsection (d) and insert-
ing ‘“ANIMAL”,

(C) by striking paragraph (3) of subsection
(c) and inserting the following:

‘(3) ANIMAL WASTE.—The term ‘animal
waste’ means poultry manure and litter and
other animal wastes, including—

in subparagraph
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““(A) wood shavings, straw, rice hulls, and
other bedding material for the disposition of
manure, and

‘(B) byproducts, packaging, and other ma-
terials which are nontoxic and biodegradable
and are associated with the processing, feed-
ing, selling, transporting, and disposal of
such animal wastes.”’, and

(D) by striking subparagraph (C) of sub-
section (¢)(b) and inserting the following:

¢(C) ANIMAL WASTE FACILITY.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), in the case of a facility using ani-
mal waste (other than poultry) to produce
electricity, the term ‘qualified facility’
means any facility of the taxpayer which is
originally placed in service after the date of
the enactment of this clause.

‘‘(ii) POULTRY WASTE.—In the case of a fa-
cility using animal waste relating to poultry
to produce electricity, the term ‘qualified fa-
cility’ means any facility of the taxpayer
which is originally placed in service after
December 31, 1999.”’.

(4) TREATMENT OF QUALIFIED FACILITIES NOT
IN COMPLIANCE WITH POLLUTION LAWS.—Sec-
tion 45(c)(b) (relating to qualified facilities),
as amended by paragraphs (2) and (3) of sub-
section (b), is amended by adding at the end
the following:

‘“(E) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of this paragraph, a fa-
cility which is not in compliance with the
applicable State and Federal pollution pre-
vention, control, and permit requirements
for any period of time shall not be considered
to be a qualified facility during such pe-
riod.”.

(5) EXTENSION OF QUALIFIED FACILITY
DATES.—Section 45(c)(5) (relating to qualified
facility), as redesignated by subsection
(b)(2), is amended by striking ‘¢, and before
January 1, 2002 in subparagraphs (A) and
(B).

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity and other energy produced after the
date of the enactment of this Act and before
January 1, 2007.

Subtitle D—Compliance With Congressional
Budget Act
SEC. 1131. SUNSET OF PROVISIONS OF TITLE.

All provisions of, and amendments made
by, this title which are in effect on Sep-
tember 30, 2011, shall cease to apply as of the
close of September 30, 2011.

SA 748. Mr. NELSON of Florida sub-
mitted an amendment intended to be
proposed by him to the bill H.R. 1836,
to provide for reconciliation pursuant
to section 104 of the concurrent resolu-
tion on the budget for fiscal year 2002;
which was ordered to lie on the table;
as follows:

On page 66, before line 2, insert the fol-
lowing:

‘‘(C) COORDINATION WITH CREDIT FOR STATE
DEATH TAXES.—

‘(i) IN GENERAL.—Rules similar to the
rules of subparagraph (A) shall apply to the
table contained in section 2011(b) except that
the Secretary shall prescribe percentage
point reductions which maintain the propor-
tionate relationship (as in effect before any
reduction under this paragraph) between the
credit under section 2011 and the tax rates
under this subsection.”.

(d) 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 section
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2001(c)(2)(C) of the Internal Revenue Code of
1986 (as added by the amendments made by
subsection (c)).

Beginning on page 70, line 20, strike all
through page 79, line 6.

SA 749. Mr. JEFFORDS submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 280, line 25, strike ‘‘one-partici-
pant’’ and insert ‘‘eligible’’.

On page 281, line b5, strike
PARTICPANT”’ and insert “‘ELIGIBLE”.

On page 281, line 7, strike ‘‘one-partici-
pant’’ and insert ‘‘eligible’’.

On page 281, strike lines 10 through 13 and
insert the following:

(i) covered only an individual or an indi-
vidual and the individual’s spouse and such
individual (or individual and spouse) wholly
owned the trade or business (whether or not
incorporated); or

On page 281, on lines 14 and 15, strike ‘‘one
or more partners (and their spouses)’” and in-
sert ‘‘the partners or the partners and their
spouses’’.

On page 281, line 24, strike ‘‘the employer
(and the employer’s spouse)’”’ and insert ‘‘the
individuals described in subparagraph
(A)HD)”.

Beginning on page 288, strike line 1 and all
that follows through page 299, line 24, and in-
sert the following:

Subtitle G—Other ERISA Provisions
SEC. 681. MISSING PARTICIPANTS.

(a) IN GENERAL.—Section 4050 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1350) is amended by redesig-
nating subsection (c) as subsection (e) and by
inserting after subsection (b) the following
new subsection:

“(c) MULTIEMPLOYER PLANS.—The corpora-
tion shall prescribe rules similar to the rules
in subsection (a) for multiemployer plans
covered by this title that terminate under
section 4041A.

“(d) PLANS NOT OTHERWISE SUBJECT TO
TITLE.—

‘(1) TRANSFER TO CORPORATION.—The plan
administrator of a plan described in para-
graph (4) may elect to transfer a missing par-
ticipant’s benefits to the corporation upon
termination of the plan.

¢‘(2) INFORMATION TO THE CORPORATION.—To0
the extent provided in regulations, the plan
administrator of a plan described in para-
graph (4) shall, upon termination of the plan,
provide the corporation information with re-
spect to benefits of a missing participant if
the plan transfers such benefits—

‘“(A) to the corporation, or

‘(B) to an entity other than the corpora-
tion or a plan described in paragraph
BHB)(i).

¢“(3) PAYMENT BY THE CORPORATION.—If ben-
efits of a missing participant were trans-
ferred to the corporation under paragraph
(1), the corporation shall, upon location of
the participant or beneficiary, pay to the
participant or beneficiary the amount trans-
ferred (or the appropriate survivor benefit)
either—

‘“(A) in a single sum (plus interest), or

‘(B) in such other form as is specified in
regulations of the corporation.

‘‘(4) PLANS DESCRIBED.—A plan is described
in this paragraph if—

‘“(A) the plan is a pension plan (within the
meaning of section 3(2))—

‘“(i) to which the provisions of this section
do not apply (without regard to this sub-
section), and

“ONE-
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‘‘(ii) which is not a plan described in para-
graphs (2) through (11) of section 4021(b), and

“(B) at the time the assets are to be dis-
tributed upon termination, the plan—

(i) has missing participants, and

¢“(ii) has not provided for the transfer of as-
sets to pay the benefits of all missing par-
ticipants to another pension plan (within the
meaning of section 3(2)).

‘‘(5) CERTAIN PROVISIONS NOT TO APPLY.—
Subsections (a)(1) and (a)(3) shall not apply
to a plan described in paragraph (4).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsections (¢) and (d) of section
4050 of the Employee Retirement Income Se-
curity Act of 1974 (as added by subsection
(a)), respectively, are prescribed.

SEC. 682. REDUCED PBGC PREMIUM FOR NEW
PLANS OF SMALL EMPLOYERS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 197 (29 U.S.C.
1306(a)(3)(A)) is amended—

(1) in clause (i), by inserting ‘‘other than a
new single-employer plan (as defined in sub-
paragraph (F)) maintained by a small em-
ployer (as so defined),” after ‘‘single-em-
ployer plan,”’,

(2) in clause (iii), by striking the period at
the end and inserting ‘¢, and”’, and

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

‘(iv) in the case of a new single-employer
plan (as defined in subparagraph (F)) main-
tained by a small employer (as so defined)
for the plan year, $56 for each individual who
is a participant in such plan during the plan
year.”.

(b) DEFINITION OF NEW SINGLE-EMPLOYER
PLAN.—Section 4006(a)(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1306(a)(3)) is amended by adding at the
end the following new subparagraph:

“(F)(i) For purposes of this paragraph, a
single-employer plan maintained by a con-
tributing sponsor shall be treated as a new
single-employer plan for each of its first 5
plan years if, during the 36-month period
ending on the date of the adoption of such
plan, the sponsor or any member of such
sponsor’s controlled group (or any prede-
cessor of either) did not establish or main-
tain a plan to which this title applies with
respect to which benefits were accrued for
substantially the same employees as are in
the new single-employer plan.

“(ii)(I) For purposes of this paragraph, the
term ‘small employer’ means an employer
which on the first day of any plan year has,
in aggregation with all members of the con-
trolled group of such employer, 100 or fewer
employees.

““(II) In the case of a plan maintained by
two or more contributing sponsors that are
not part of the same controlled group, the
employees of all contributing sponsors and
controlled groups of such sponsors shall be
aggregated for purposes of determining
whether any contributing sponsor is a small
employer.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plans es-
tablished after December 31, 2001.

SEC. 683. REDUCTION OF ADDITIONAL PBGC PRE-
MIUM FOR NEW AND SMALL PLANS.

(a) NEW PLANS.—Subparagraph (E) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(E)) is amended by adding at the end
the following new clause:

‘“(v) In the case of a new defined benefit
plan, the amount determined under clause
(ii) for any plan year shall be an amount
equal to the product of the amount deter-
mined under clause (ii) and the applicable
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percentage. For purposes of this clause, the
term ‘applicable percentage’ means—
‘(D 0 percent, for the first plan year.
“‘(IT) 20 percent, for the second plan year.
¢“(III) 40 percent, for the third plan year.
“(IV) 60 percent, for the fourth plan year.
“(V) 80 percent, for the fifth plan year.

For purposes of this clause, a defined benefit
plan (as defined in section 3(35)) maintained
by a contributing sponsor shall be treated as
a new defined benefit plan for each of its
first 5 plan years if, during the 36-month pe-
riod ending on the date of the adoption of
the plan, the sponsor and each member of
any controlled group including the sponsor
(or any predecessor of either) did not estab-
lish or maintain a plan to which this title
applies with respect to which benefits were
accrued for substantially the same employ-
ees as are in the new plan.”.

(b) SMALL PLANS.—Paragraph (3) of section
4006(a) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1306(a)), as
amended by section 682(b), is amended—

(1) by striking ‘“The” in subparagraph
(E)({) and inserting ‘‘Except as provided in
subparagraph (G), the’’, and

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

“(&)(1) In the case of an employer who has
25 or fewer employees on the first day of the
plan year, the additional premium deter-
mined under subparagraph (E) for each par-
ticipant shall not exceed $5 multiplied by the
number of participants in the plan as of the
close of the preceding plan year.

‘‘(ii) For purposes of clause (i), whether an
employer has 25 or fewer employees on the
first day of the plan year is determined tak-
ing into consideration all of the employees
of all members of the contributing sponsor’s
controlled group. In the case of a plan main-
tained by two or more contributing sponsors,
the employees of all contributing sponsors
and their controlled groups shall be aggre-
gated for purposes of determining whether
the 25-or-fewer-employees limitation has
been satisfied.”.

(c) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made
by subsection (a) shall apply to plans estab-
lished after December 31, 2001.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to plan years
beginning after December 31, 2001.

SEC. 684. AUTHORIZATION FOR PBGC TO PAY IN-
TEREST ON PREMIUM OVERPAY-
MENT REFUNDS.

(a) IN GENERAL.—Section 4007(b) of the Em-
ployment Retirement Income Security Act
of 1974 (29 U.S.C. 1307(b)) is amended—

(1) by striking ““(b)”’ and inserting ‘“(b)(1)”’,
and

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

‘“(2) The corporation is authorized to pay,
subject to regulations prescribed by the cor-
poration, interest on the amount of any
overpayment of premium refunded to a des-
ignated payor. Interest under this paragraph
shall be calculated at the same rate and in
the same manner as interest is calculated for
underpayments under paragraph (1).”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to inter-
est accruing for periods beginning not earlier
than the date of the enactment of this Act.
SEC. 685. SUBSTANTIAL OWNER BENEFITS IN

TERMINATED PLANS.

(a) MODIFICATION OF PHASE-IN OF GUAR-
ANTEE.—Section 4022(b)(5) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1322(b)(5)) is amended to read as fol-
lows:

‘“(6)(A) For purposes of this paragraph, the
term ‘majority owner’ means an individual
who, at any time during the 60-month period
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ending on the date the determination is
being made—

‘“(i) owns the entire interest in an unincor-
porated trade or business,

‘(ii) in the case of a partnership, is a part-
ner who owns, directly or indirectly, 50 per-
cent or more of either the capital interest or
the profits interest in such partnership, or

¢‘(iii) in the case of a corporation, owns, di-
rectly or indirectly, 50 percent or more in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of clause (iii), the constructive
ownership rules of section 1563(e) of the In-
ternal Revenue Code of 1986 shall apply (de-
termined without regard to section
1563(e)(3)(C)).

‘(B) In the case of a participant who is a
majority owner, the amount of benefits guar-
anteed under this section shall equal the
product of—

‘(i) a fraction (not to exceed 1) the numer-
ator of which is the number of years from
the later of the effective date or the adoption
date of the plan to the termination date, and
the denominator of which is 10, and

‘“(ii) the amount of benefits that would be
guaranteed under this section if the partici-
pant were not a majority owner.”.

(b) MODIFICATION OF ALLOCATION OF AS-
SETS.—

(1) Section 4044(a)(4)(B) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1344(a)(4)(B)) is amended by striking
‘“‘section 4022(b)(5)’ and inserting ‘‘section
4022(b)(5)(B)”’.

(2) Section 4044(b) of such Act (29 U.S.C.
1344(b)) is amended—

(A) by striking ‘‘(5)” in paragraph (2) and
inserting ‘‘(4), (6),”, and

(B) by redesignating paragraphs (3)
through (6) as paragraphs (4) through (7), re-
spectively, and by inserting after paragraph
(2) the following new paragraph:

“(3) If assets available for allocation under
paragraph (4) of subsection (a) are insuffi-
cient to satisfy in full the benefits of all in-
dividuals who are described in that para-
graph, the assets shall be allocated first to
benefits described in subparagraph (A) of
that paragraph. Any remaining assets shall
then be allocated to benefits described in
subparagraph (B) of that paragraph. If assets
allocated to such subparagraph (B) are insuf-
ficient to satisfy in full the benefits de-
scribed in that subparagraph, the assets
shall be allocated pro rata among individuals
on the basis of the present value (as of the
termination date) of their respective benefits
described in that subparagraph.’.

(c) CONFORMING AMENDMENTS.—

(1) Section 4021 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1321) is amended—

(A) in subsection (b)(9), by striking ‘‘as de-
fined in section 4022(b)(6)”’, and

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

‘“(d) For purposes of subsection (b)(9), the
term ‘substantial owner’ means an indi-
vidual who, at any time during the 60-month
period ending on the date the determination
is being made—

‘(1) owns the entire interest in an unincor-
porated trade or business,

‘“(2) in the case of a partnership, is a part-
ner who owns, directly or indirectly, more
than 10 percent of either the capital interest
or the profits interest in such partnership, or

‘“(3) in the case of a corporation, owns, di-
rectly or indirectly, more than 10 percent in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of paragraph (3), the construc-
tive ownership rules of section 1563(e) of the
Internal Revenue Code of 1986 shall apply
(determined without regard to section
1563(e)(3)(C)).”".
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(2) Section 4043(c)(7) of such Act (29 U.S.C.
1343(c)(7)) is amended by striking ‘‘section
4022(b)(6)”’ and inserting ‘‘section 4021(d)”’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan terminations—

(A) under section 4041(c) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1341(c)) with respect to which notices
of intent to terminate are provided under
section 4041(a)(2) of such Act (29 U.S.C.
1341(a)(2)) after December 31, 2001, and

(B) under section 4042 of such Act (29 U.S.C.
1342) with respect to which proceedings are
instituted by the corporation after such
date.

(2) CONFORMING AMENDMENTS.—The amend-
ments made by subsection (c) shall take ef-
fect on January 1, 2002.

SEC. 686. PERIODIC PENSION BENEFITS STATE-
MENTS.

(a) IN GENERAL.—Section 105(a) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1025 (a)) is amended to read as
follows:

“(a)(1) Except as provided in paragraph
@—

‘“(A) the administrator of an individual ac-
count plan shall furnish a pension benefit
statement—

‘(i) to a plan participant at least once an-
nually, and

‘“(ii) to a plan beneficiary upon written re-
quest, and

‘(B) the administrator of a defined benefit
plan shall furnish a pension benefit state-
ment—

‘(i) at least once every 3 years to each par-
ticipant with a nonforfeitable accrued ben-
efit who is employed by the employer main-
taining the plan at the time the statement is
furnished to participants, and

‘(ii) to a plan participant or plan bene-
ficiary of the plan upon written request.

‘“(2) A pension benefit statement under
paragraph (1)—

‘“(A) shall indicate, on the basis of the lat-
est available information and reasonable es-
timates—

‘(i) the total benefits accrued, and

‘“(ii) the nonforfeitable pension benefits, if
any, which have accrued, or the earliest date
on which benefits will become nonforfeit-
able,

‘“(B) shall be written in a manner cal-
culated to be understood by the average plan
participant,

“(C) shall include a statement that the
summary annual report is available upon re-
quest, and

‘(D) may be provided in written, elec-
tronic, or other appropriate form.

“(3)(A) In the case of a defined benefit
plan, the requirements of paragraph (1)(B)(i)
shall be treated as met with respect to a par-
ticipant if the administrator provides the
participant at least once each year with no-
tice of the availability of the pension benefit
statement and the ways in which the partici-
pant may obtain such statement. Such no-
tice shall be provided in written, electronic,
or other appropriate form, and may be in-
cluded with other communications to the
participant if done in a manner reasonably
designed to attract the attention of the par-
ticipant.

““(B) The Secretary may provide that years
in which no employee or former employee
benefits (within the meaning of section
410(b) of the Internal Revenue Code of 1986)
under the plan need not be taken into ac-
count in determining the 3-year period under
paragraph (1)(B)({).”.

(b) CONFORMING AMENDMENTS.—

(1) Section 105 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1025) is
amended by striking subsection (d).
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(2) Section 105(b) of such Act (29 U.S.C.
1025(b)) is amended to read as follows:

‘“(b) In no case shall a participant or bene-
ficiary of a plan be entitled to more than one
statement described in subsection (a)(1)(A)
or (a)(1)(B)(ii), whichever is applicable, in
any 12-month period.”.

(c) MODEL STATEMENTS.—The Secretary of
Labor shall develop a model benefit state-
ment, written in a manner calculated to be
understood by the average plan participant,
that may be used by plan administrators in
complying with the requirements of section
105 of the Employee Retirement Income Se-
curity Act of 1974.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan years beginning
after December 31, 2001.

(2) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to
one or more collective bargaining agree-
ments between employee representatives and
one or more employers ratified by the date of
the enactment of this Act, the amendments
made by this section shall not apply, with
respect to employees covered by any such
agreement, for plan years beginning before
the earlier of—

(A) the later of—

(i) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof on or after such date of the enact-
ment), or

(ii) January 1, 2002, or

(B) January 1, 2003.

SEC. 687. BENEFIT SUSPENSION NOTICE.

(a) MODIFICATION OF REGULATION.—The
Secretary of Labor shall modify the regula-
tion under section 203(a)(3)(B) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1053(a)(3)(B)) to provide that
the notification required by such regula-
tion—

(1) in the case of an employee who, after
commencement of payment of benefits under
the plan, returns to service for which benefit
payments may be suspended under such sec-
tion 203(a)(3)(B) shall be made during the
first calendar month or payroll period in
which the plan withholds payments, and

(2) in the case of any employee who is not
described in paragraph (1)—

(A) may be included in the summary plan
description for the plan furnished in accord-
ance with section 104(b) of such Act (29
U.S.C. 1024(b)), rather than in a separate no-
tice, and

(B) need not include a copy of the relevant
plan provisions.

(b) EFFECTIVE DATE.—The modification
made under this section shall apply to plan
years beginning after December 31, 2001.

SEC. 688. STUDIES.

(a) REPORT ON PENSION COVERAGE.—Not
later than 5 years after the date of the enact-
ment of this Act, the Secretary of the Treas-
ury, jointly with the Secretary of Labor,
shall submit a report to the Committee on
Ways and Means and the Committee on Edu-
cation and the Workforce of the House of
Representatives and the Committee on Fi-
nance and the Committee on Health, Edu-
cation, Labor and Pensions of the Senate a
report on the effect of the provisions of the
Restoring Earnings to Lift Individuals and
Empower Families Act of 2001 on pension
coverage, including—

(1) any expansion of coverage for low- and
middle-income workers;

(2) levels of pension benefits;

(3) quality of pension coverage;

(4) worker’s access to and participation in
plans; and

(5) retirement security.
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(b) STUDY OF PRERETIREMENT USE OF BENE-
FITS.—

(1) IN GENERAL.—The Secretary of the
Treasury, jointly with the Secretary of
Labor, shall conduct a study of—

(A) current tax provisions allowing individ-
uals to access individual retirement plans
and qualified retirement plan benefits of
such individual prior to retirement, includ-
ing an analysis of—

(i) the extent of use of such current provi-
sions by individuals; and

(ii) the extent to which such provisions un-
dermine the goal of accumulating adequate
resources for retirement; and

(B) the types of investment decisions made
by individual retirement plan beneficiaries
and participants in self-directed qualified re-
tirement plans, including an analysis of—

(i) current restrictions on investments; and

(ii) the extent to which additional restric-
tions on investments would facilitate the ac-
cumulation of adequate income for retire-
ment.

(2) REPORT.—Not later than January 1,
2003, the Secretary of the Treasury, jointly
with the Secretary of Labor, shall submit a
report to the Committee on Ways and Means
and the Committee on Education and the
Workforce of the House of Representatives
and the Committee on Finance and the Com-
mittee on Health, Education, Labor and Pen-
sions of the Senate containing the results of
the study conducted under paragraph (1) and
any recommendations.

SEC. 689. ANNUAL REPORT DISSEMINATION.

(a) IN GENERAL.—Section 104(b)(3) of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1024(b)(3)) is amended by
striking ‘‘shall furnish’ and inserting ‘‘shall
make available for examination (and, upon
request, shall furnish)”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to reports
for years beginning after December 31, 2000.
SEC. 690. CIVIL PENALTIES FOR BREACH OF FI-

DUCIARY RESPONSIBILITY.

(a) IMPOSITION AND AMOUNT OF PENALTY
MADE DISCRETIONARY.—Section 502(1)(1) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1132(1)(1)) is amended—

(1) by striking ‘‘shall” and inserting
“may’’, and

(2) by striking ‘‘equal to’’ and inserting
‘“‘not greater than.

(b) APPLICABLE RECOVERY AMOUNT.—Sec-
tion 502(1)(2) of such Act (29 U.S.C. 1132(1)(2))
is amended to read as follows:

‘“(2) For purposes of paragraph (1), the
term ‘applicable recovery amount’ means
any amount which is recovered from any fi-
duciary or other person (or from any other
person on behalf of any such fiduciary or
other person) with respect to a breach or vio-
lation described in paragraph (1) on or after
the 30th day following receipt by such fidu-
ciary or other person of written notice from
the Secretary of the violation, whether paid
voluntarily or by order of a court in a judi-
cial proceeding instituted by the Secretary
under paragraph (2) or (5) of subsection (a).
The Secretary may, in the Secretary’s sole
discretion, extend the 30-day period de-
scribed in the preceding sentence.’’.

(c) OTHER RULES.—Section 502(1) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1132(1)) is amended by adding
at the end the following new paragraph:

““(5) A person shall be jointly and severally
liable for the penalty described in paragraph
(1) to the same extent that such person is
jointly and severally liable for the applicable
recovery amount on which the penalty is
based.

‘“(6) No penalty shall be assessed under this
subsection unless the person against whom
the penalty is assessed is given notice and
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opportunity for a hearing with respect to the
violation and applicable recovery amount.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to any breach of fi-
duciary responsibility or other violation of
part 4 of subtitle B of title I of the Employee
Retirement Income Security Act of 1974 oc-
curring on or after the date of enactment of
this Act.

(2) TRANSITION RULE.—In applying the
amendment made by subsection (b) (relating
to applicable recovery amount), a breach or
other violation occurring before the date of
enactment of this Act which continues after
the 180th day after such date (and which may
have been discontinued at any time during
its existence) shall be treated as having oc-
curred after such date of enactment.

SEC. 690A. NOTICE AND CONSENT PERIOD RE-
GARDING DISTRIBUTIONS.

(a) EXPANSION OF PERIOD.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—

(A) IN GENERAL.—Subparagraph (A) of sec-
tion 417(a)(6) is amended by striking ‘‘90-
day’’ and inserting ‘‘180-day’’.

(B) MODIFICATION OF REGULATIONS.—The
Secretary of the Treasury shall modify the
regulations under sections 402(f), 411(a)(11),
and 417 of the Internal Revenue Code of 1986
to substitute ‘180 days” for ‘90 days’’ each
place it appears in Treasury Regulations sec-
tions 1.402(f)-1, 1.411(a)-11(c), and 1.417(e)-
1(b).

(2) AMENDMENT OF ERISA.—Section
205(c)(7)(A) of the Employee Retirement In-
come Security Act of 1974 (29 U.S.C.
1055(c)(7)(A)) is amended by striking ‘90-
day’ and inserting ‘‘180-day’’.

(3) EFFECTIVE DATE.—The amendments
made by paragraphs (1)(A) and (2) and the
modifications required by paragraph (1)(B)
shall apply to years beginning after Decem-
ber 31, 2001.

(b) CONSENT REGULATION INAPPLICABLE TO
CERTAIN DISTRIBUTIONS.—

(1) IN GENERAL.—The Secretary of the
Treasury shall modify the regulations under
section 411(a)(11) of the Internal Revenue
Code of 1986 to provide that the description
of a participant’s right, if any, to defer re-
ceipt of a distribution shall also describe the
consequences of failing to defer such receipt.

(2) MODEL STATEMENT.—The Secretary of
the Treasury shall develop a model state-
ment, written in a manner calculated to be
understood by the average plan participant,
regarding participants’ rights to defer re-
ceipt of a distribution and the consequences
of so doing, that may be used by plan admin-
istrators in complying with the require-
ments of this section.

(3) EFFECTIVE DATE.—The modifications re-
quired by paragraph (1) shall apply to years
beginning after December 31, 2001.

(c) DISCLOSURE OF OPTIONAL FORMS OF BEN-
EFITS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Section 417(a)(3) (relating to plan to
provide written explanation) is amended by
adding at the end the following:

¢(C) EXPLANATION OF OPTIONAL FORMS OF
BENEFITS.—

‘(1) IN GENERAL.—If—

“(I) a plan provides optional forms of bene-
fits, and

‘“(IT) the present values of such forms of
benefits are not actuarially equivalent as of
the annuity starting date,
then each written explanation required to be
provided under subparagraph (A) shall in-
clude the information described in clause
(ii).

‘(ii) INFORMATION.—A plan to which this
subparagraph applies shall include sufficient
information (as determined in accordance
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with regulations prescribed by the Sec-
retary) to allow the participant to under-
stand the differences in the present values of
the optional forms of benefits provided by
the plan and the effect the participant’s elec-
tion as to the form of benefit will have on
the value of the benefits available under the
plan. Any such information shall be provided
in a manner calculated to be reasonably un-
derstood by the average plan participant.”

(2) AMENDMENT OF ERISA.—Section 205(c)(3)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1055(c)(3)) is
amended by adding at the end the following:

“OaA) If—

‘() a plan provides optional forms of bene-
fits, and

‘“(IT) the present values of such forms of
benefits are not actuarially equivalent as of
the annuity starting date,
then such plan shall include the information
described in clause (ii) with each written ex-
planation required to be provided under sub-
paragraph (A).

““(ii) A plan to which this subparagraph ap-
plies shall include sufficient information (as
determined in accordance with regulations
prescribed by the Secretary of the Treasury)
to allow the participant to understand the
differences in the present values of the op-
tional forms of benefits provided by the plan
and the effect the participant’s election as to
the form of benefit will have on the value of
the benefits available under the plan. Any
such information shall be provided in a man-
ner calculated to be reasonably understood
by the average plan participant.”

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

SEC. 690B. AMENDMENTS REGARDING NATIONAL
SUMMIT ON RETIREMENT SAVINGS.

Section 517 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1147) is
amended—

(1) in subsection (a), by striking ‘2001 and
2005 on or after September 1 of each year in-
volved” and inserting ‘2001 or 2002, and 2005
and 2009. Such Summit shall be convened in
the calendar year 2001 or the first calendar
quarter of 2002 and shall be convened on or
after September 1 of each year thereafter’’;

(2) in subsection (e)(2)—

(A) by striking ‘“‘Committee on Labor and
Human Resources’ in subparagraph (D) and
inserting ‘‘Committee on Health, Education,
Labor, and Pensions’’;

(B) by striking subparagraph (F) and in-
serting the following:

‘(F) the Chairman and Ranking Member of
the Subcommittee on Labor, Health and
Human Services, and Education of the Com-
mittee on Appropriations of the House of
Representatives and the Chairman and
Ranking Member of the Subcommittee on
Labor, Health and Human Services, and Edu-
cation of the Committee on Appropriations
of the Senate;”’;

(C) by redesignating subparagraph (G) as
subparagraph (J); and

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

“(G) the Chairman and Ranking Member of
the Committee on Finance of the Senate;

‘‘(H) the Chairman and Ranking Member of
the Committee on Ways and Means of the
House of Representatives;

‘(I) the Chairman and Ranking Member of
the Subcommittee on Employer-Employee
Relations of the Committee on Education
and the Workforce of the House of Rep-
resentatives; and”’;

(3) in subsection (e)(3)(A)—

(A) by striking ‘‘There shall be no more
than 200 additional participants.”” and insert-
ing ‘““The participants in the National Sum-
mit shall also include additional partici-
pants appointed under this subparagraph.’’;
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(B) by striking ‘‘one-half shall be ap-
pointed by the President,” in clause (i) and
inserting ‘‘not more than 100 participants
shall be appointed under this clause by the
President,”, and by striking ‘‘and” at the
end of clause (i);

(C) by striking ‘‘one-half shall be appointed
by the elected leaders of Congress’ in clause
(ii) and inserting ‘‘not more than 100 partici-
pants shall be appointed under this clause by
the elected leaders of Congress’”, and by
striking the period at the end of clause (ii)
and inserting ‘‘; and’’; and

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

‘‘(iii) The President, in consultation with
the elected leaders of Congress referred to in
subsection (a), may appoint under this clause
additional participants to the National Sum-
mit. The number of such additional partici-
pants appointed under this clause may not
exceed the lesser of 3 percent of the total
number of all additional participants ap-
pointed under this paragraph, or 10. Such ad-
ditional participants shall not be Federal,
State, or local government employees.’’;

(4) in subsection (f)(1)(C), by inserting
‘. no later than 90 days prior to the date of
the commencement of the National Sum-
mit,” after ‘‘comment’’ in paragraph (1)(C);

(5) in subsection (g), by inserting *‘, in con-
sultation with the congressional leaders
specified in subsection (e)(2),” after ‘‘re-
port’’;

(6) in subsection (i)—

(A) by striking ‘1997 in paragraph (1) and
inserting ‘‘2001°’; and

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

“(3) RECEPTION AND REPRESENTATION AU-
THORITY.—The Secretary is hereby granted
reception and representation authority lim-
ited specifically to the events at the Na-
tional Summit. The Secretary shall use any
private contributions accepted in connection
with the National Summit prior to using
funds appropriated for purposes of the Na-
tional Summit pursuant to this paragraph.

‘“(4) FUNDS AVAILABLE.—Of the funds appro-
priated to the Pension and Welfare Benefits
Administration for fiscal year 2001, $500,000
shall remain available without fiscal year
limitation through September 30, 2002, for
the purpose of defraying the costs of the Na-
tional Summit.”’; and

(7) in subsection (kK)—

(A) by striking ‘‘shall enter into a contract
on a sole-source basis’” and inserting ‘‘may
enter into a contract’’; and

(B) by striking ‘‘fiscal year 1998’ and in-
serting ‘‘fiscal years 2001 or 2002, and 2005,
and 2009”.

On page 310, strike lines 10 and 11 and in-
sert the following:

Subtitle I—Plan Amendments
SEC. 692. PROVISIONS RELATING TO PLAN
AMENDMENTS.

(a) IN GENERAL.—If this section applies to
any plan or contract amendment—

(1) such plan or contract shall be treated as
being operated in accordance with the terms
of the plan during the period described in
subsection (b)(2)(A), and

(2) except as provided by the Secretary of
the Treasury, such plan shall not fail to
meet the requirements of section 411(d)(6) of
the Internal Revenue Code of 1986 or section
204(g) of the Employee Retirement Income
Security Act of 1974 by reason of such
amendment.

(b) AMENDMENTS TO WHICH SECTION AP-
PLIES.—

(1) IN GENERAL.—This section shall apply to
any amendment to any plan or annuity con-
tract which is made—

(A) pursuant to any amendment made by
this Act, or pursuant to any regulation
issued under this Act, and
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(B) on or before the last day of the first
plan year beginning on or after January 1,
2005.

In the case of a governmental plan (as de-
fined in section 414(d) of the Internal Rev-
enue Code of 1986), this paragraph shall be
applied by substituting ‘2007’ for ‘2005°.

(2) CONDITIONS.—This section shall not
apply to any amendment unless—

(A) during the period—

(i) beginning on the date the legislative or
regulatory amendment described in para-
graph (1)(A) takes effect (or in the case of a
plan or contract amendment not required by
such legislative or regulatory amendment,
the effective date specified by the plan); and

(ii) ending on the date described in para-
graph (1)(B) (or, if earlier, the date the plan
or contract amendment is adopted),

the plan or contract is operated as if such
plan or contract amendment were in effect;
and

(B) such plan or contract amendment ap-
plies retroactively for such period.

Subtitle J—Compliance With Congressional
Budget Act

SA 750. Mr. TORRICELLI submitted
an amendment intended to be proposed
by him to the bill H.R. 1836, to provide
for reconciliation pursuant to section
104 of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the end of subtitle B of title IV add the
following:

SEC. . EXCLUSION FROM INCOME OF CERTAIN
AMOUNTS CONTRIBUTED TO COVER-
DELL EDUCATION SAVINGS AC-
COUNTS.

(a) IN GENERAL.—Section 127 (relating to
education assistance programs), as amended
by section 411(a), is amended by redesig-
nating subsection (d) as subsection (e) and by
inserting after subsection (c) the following
new subsection:

“(d) QUALIFIED COVERDELL EDUCATION SAV-
INGS ACCOUNT CONTRIBUTIONS.—

‘(1) IN GENERAL.—Gross income of an em-
ployee shall not include amounts paid or in-
curred by the employer for a qualified Cover-
dell education savings account contribution
on behalf of the employee.

‘(2) QUALIFIED COVERDELL EDUCATION SAV-
INGS ACCOUNT CONTRIBUTION.—For purposes of
this subsection—

‘““(A) IN GENERAL.—The term ‘qualified
Coverdell education savings account con-
tribution’ means an amount contributed pur-
suant to an educational assistance program
described in subsection (b) by an employer to
a Coverdell education savings account estab-
lished and maintained for the benefit of an
employee or the employee’s spouse, or any
lineal descendent of either.

‘(B) DOLLAR LIMIT.—A contribution by an
employer to a Coverdell education savings
account shall not be treated as a qualified
Coverdell education savings account con-
tribution to the extent that the contribu-
tion, when added to prior contributions by
the employer during the calendar year to
Coverdell education savings accounts estab-
lished and maintained for the same bene-
ficiary, exceeds $500.

‘“(3) SPECIAL RULES.—

““(A) CONTRIBUTIONS NOT TREATED AS EDU-
CATIONAL ASSISTANCE IN DETERMINING MAX-
IMUM EXCLUSION.—For purposes of subsection
(a)(2), qualified Coverdell education savings
account contributions shall not be treated as
educational assistance.

‘(B) SELF-EMPLOYED NOT TREATED AS EM-
PLOYEE.—For purposes of this subsection,
subsection (c¢)(2) shall not apply.
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“(C) ADJUSTED GROSS INCOME PHASEOUT OF
ACCOUNT CONTRIBUTION NOT APPLICABLE TO IN-
DIVIDUAL EMPLOYERS.—The limitation under
section 530(c) shall not apply to a qualified
Coverdell education savings account con-
tribution made by an employer who is an in-
dividual.

(D) CONTRIBUTIONS NOT TREATED AS AN IN-
VESTMENT IN THE CONTRACT.—For purposes of
section 530(d), a qualified Coverdell edu-
cation savings account contribution shall
not be treated as an investment in the con-
tract.”.

(E) FICA Exclusion.—For purposes of sec-
tion 530(d), the exclusion from FICA taxes
shall not apply.

(b) REPORTING REQUIREMENT.—Section
6051(a) (relating to receipts for employees) is
amended by striking ‘“‘and” at the end of
paragraph (10), by striking the period at the
end of paragraph (11) and inserting ‘¢, and”’,
and by adding at the end the following new
paragraph:

‘“(12) the amount of any qualified Coverdell

education savings account contribution
under section 127(d) with respect to such em-
ployee.”’.

(c) CONFORMING AMENDMENT.—Section

221(e)(2)(A) is amended by inserting ‘‘(other
than under subsection (d) thereof)”’ after
‘“‘section 127.

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

SA 751. Mr. ALLEN proposed an
amendment to amendment SA 685 sub-
mitted by Mr. BAYH and intended to be
proposed to the bill (H.R. 1836) to pro-
vide for reconciliation pursuant to sec-
tion 104 of the concurrent resolution on
the budget for fiscal year 2002; as fol-
lows:

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
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.

SA 752. Mr. DORGAN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
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of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, add the fol-
lowing:

SEC. 803. TREATMENT OF CONSERVATION RE-
SERVE PROGRAM PAYMENTS AS
RENTALS FROM REAL ESTATE.

(a) IN GENERAL.—Section 1402(a)(1) (defin-
ing net earnings from self-employment) is
amended by inserting ‘‘and including pay-
ments under section 1233(2) of the Food Secu-
rity Act of 1985 (16 U.S.C. 3833(2))” after
‘‘crop shares’.

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the reductions of the
highest brackets and maximum rates of tax
under section 2001(c) of the Internal Revenue
Code of 1986 (as amended by section 511 of
this Act) with respect to estates of decedents
dying and gifts made 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 amendment made by subsection (a).

(c) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to pay-
ments made before, on, or after the date of
the enactment of this Act.

SA 753. Mr. DORGAN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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

SEC.  .ACCELERATION OF BENEFITS OF WAGE
TAX CREDITS FOR EMPOWERMENT
ZONES.

(a) IN GENERAL.—Section 113(d) of the Com-
munity Renewal Tax Relief Act of 2000 is
amended by striking ‘‘December 31, 2001’ and
inserting ‘‘the earlier of—

‘(1) the date of the enactment of the Re-
storing Earnings To Lift Individuals and Em-
power Families (RELIEF) Act of 2001, or

“(2) July 1, 2001”.

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the reductions of the
highest brackets and maximum rates of tax
under section 2001(c) of the Internal Revenue
Code of 1986 (as amended by section 511 of
this Act) with respect to estates of decedents
dying and gifts made 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 amendment made by subsection (a).

SA 754. Mr. KOHL submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 18, between lines 14 and 15, insert
the following:

SEC. 202. ALLOWANCE OF CREDIT FOR EM-

PLOYER EXPENSES FOR CHILD CARE
ASSISTANCE.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 of the Internal
Revenue Code of 1986 (relating to business re-
lated credits), as amended by sections 619
and 620, is further amended by adding at the
end the following:

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

‘‘(a) IN GENERAL.—For purposes of section
38, the employer-provided child care credit
determined under this section for the taxable
year is an amount equal to the sum of—
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‘(1) 25 percent of the qualified child care
expenditures, and

‘“(2) 10 percent of the qualified child care
resource and referral expenditures,
of the taxpayer for such taxable year.

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

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

‘(1) QUALIFIED CHILD CARE EXPENDITURE.—

““(A) IN GENERAL.—The term ‘qualified
child care expenditure’ means any amount
paid or incurred—

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

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

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

‘(ITII) which does not constitute part of the
principal residence (within the meaning of
section 121) of the taxpayer or any employee
of the taxpayer,

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

‘(iii) under a contract with a qualified
child care facility to provide child care serv-
ices to employees of the taxpayer.

“(B) FAIR MARKET VALUE.—The term ‘quali-
fied child care expenditures’ shall not in-
clude expenses in excess of the fair market
value of such care.

¢“(2) QUALIFIED CHILD CARE FACILITY.—

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

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

‘“(ii) which meets the requirements of all

applicable laws and regulations of the State
or local government in which it is located,
including the licensing of the facility as a
child care facility.
Clause (i) shall not apply to a facility which
is the principal residence (within the mean-
ing of section 121) of the operator of the fa-
cility.

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

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

‘‘(ii) if the facility is the principal trade or
business of the taxpayer, at least 30 percent
of the enrollees of such facility are depend-
ents of employees of the taxpayer, and

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

“(3) QUALIFIED CHILD CARE RESOURCE AND
REFERRAL EXPENDITURE.—

“(A) IN GENERAL.—The term ‘qualified
child care resource and referral expenditure’
means any amount paid or incurred under a
contract to provide child care resource and
referral services to an employee of the tax-
payer.

‘“(B) NONDISCRIMINATION.—The services
shall not be treated as qualified unless the
provision of such services (or the eligibility
to use such services) does not discriminate in
favor of employees of the taxpayer who are
highly compensated employees (within the
meaning of section 414(q)).

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

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

‘“(A) the applicable recapture percentage,
and

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

‘“(2) APPLICABLE RECAPTURE PERCENTAGE.—

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

“If the recapture The applicable
event occurs in: recapture
percentage is:

100

85

70

55

40

25

10

Years 11 and thereafter 0.

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

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

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

‘‘(B) CHANGE IN OWNERSHIP.—

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

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

‘‘(4) SPECIAL RULES.—

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

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

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

‘‘(e) SPECIAL RULES.—For purposes of this
section—

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

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

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

¢“(f) No DOUBLE BENEFIT.—

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

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

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

¢(2) OTHER DEDUCTIONS AND CREDITS.—No
deduction or credit shall be allowed under
any other provision of this chapter with re-
spect to the amount of the credit determined
under this section.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 38(b) of the Internal Revenue
Code of 1986 is amended by striking ‘‘plus’ at
the end of paragraph (12), by striking the pe-
riod at the end of paragraph (13) and insert-
ing ¢, plus”, and by adding at the end the
following:

‘“(14) the employer-provided child care
credit determined under section 45G.”".

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

‘““Sec. 45G. Employer-provided child care
credit.”

(3) Section 1016(a) of such Code is amended
by striking ‘‘and” at the end of paragraph
(26), by striking the period at the end of
paragraph (27) and inserting ‘¢, and”’, and by
adding at the end the following:

‘“(28) in the case of a facility with respect
to which a credit was allowed under section
45G, to the extent provided in section
45G(D)(1).”.

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

SA 755. Mr. CONRAD submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

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.—The
table contained in section 2001(c)(1) is
amended by striking the two highest brack-
ets and inserting the following:

“Over $2,500,000 ............... $1,025,800, plus 50% of the
excess over $2,500,000.”".

(b) REPEAL OF PHASEOUT OF GRADUATED
RATES.—Subsection (c¢) of section 2001 is
amended by striking paragraph (2).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying, and gifts made, after De-
cember 31, 2001.
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Subtitle B—Increase in Exemption Amounts
SEC. 511. INCREASE IN EXEMPTION EQUIVALENT
OF UNIFIED CREDIT, LIFETIME
GIFTS EXEMPTION, AND GST EXEMP-
TION AMOUNTS.

(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

of decedents dying

The applicable
exclusion amount

during: is:
2002 and 2003 .............. $1,000,000
2004 $1,500,000
2005 .. $2,000,000
2006 $3,000,000
2007, 2008, and 2009 ..... $3,500,000
2010 .eiiiiiieieeeeeans $4,500,000
2011 and thereafter ... $5,000,000."".

(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’.

(¢) GST EXEMPTION.—

(1) IN GENERAL.—Subsection (a) of 2631 (re-
lating to GST exemption) is amended by
striking ‘“‘of $1,000,000° and inserting
“‘amount’’.

(2) EXEMPTION AMOUNT.—Subsection (c) of
section 2631 is amended to read as follows:

‘“(c) GST EXEMPTION AMOUNT.—For pur-
poses of subsection (a), the GST exemption
amount for any calendar year shall be equal
to the applicable exclusion amount under
section 2010(c) for such calendar year.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to estates of decedents
dying, and gifts made, after December 31,
2001.

(2) SUBSECTION (¢).—The amendments made
by subsection (c¢) shall apply to estates of de-
cedents dying, and generation-skipping
transfers made, after December 31, 2003.

SEC. 512. 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 applica-
ble deduction amount.

“(B) APPLICABLE DEDUCTION AMOUNT.—For
purposes of subparagraph (A), the applicable
deduction amount is determined in accord-
ance with the following table:

“In the case of estates The applicable
of decedents dying deduction amount
during: is:

2002 through 2010 ....... $5,000,000
2011 or thereafter ...... $7,500,000.”.

(b) COORDINATION WITH UNIFIED CREDIT.—
Section 2057(a)(3) is amended to read as fol-
lows:

¢“(3) COORDINATION WITH UNIFIED CREDIT.—If
this subsection applies to an estate, the ap-
plicable exclusion amount under section 2010
which applies to the estate without regard to
this section shall be equal to the lesser of—

‘“(A) such applicable exclusion amount, or

‘“(B) the excess (if any) of the applicable
deduction amount over the deduction al-
lowed under this section.”.

(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.

On page 79, beginning with line 7, strike all
through page 106, line 6.

SA 756. Mr. LEVIN submitted an
amendment intended to be proposed by
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him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, add the fol-
lowing:

SEC. . ADJUSTMENT TO RATES IN RESPONSE
TO BREACH OF LIMITS.

If, in fiscal year 2002, the discretionary
spending level assumed in the concurrent
resolution on the budget for fiscal year 2002
(H. Con. Res. 83) for such year is exceeded,
the Secretary of the Treasury shall adjust
the reduction in the highest marginal tax
rate in the table contained in section 1(i)(2)
of the Internal Revenue Code of 1986, as
added by section 101(a), for taxable years be-
ginning in calendar years after such fiscal
year as necessary to offset the decrease in
the Treasury resulting from such excess.

SA 757. Mr. LEVIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 13, between lines 15 and 16, insert
the following:

SEC. . WIDENING OF 10 PERCENT BRACKET.

(a) IN GENERAL.—Section 1(i)(1)(B), as
added by section 101(a) of this Act, is further
amended—

(1) in clause (i), by striking ‘“$12,000’ and
inserting ‘‘$20,000”’, and

(2) in clause (ii), by striking ¢‘$10,000’ and
inserting ‘‘$16,500”’.

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the reduction in the
marginal tax rates in the table contained in
section 1(i)(2) of the Internal Revenue Code
of 1986, as added by section 101(a), as nec-
essary to offset the decrease in revenues to
the Treasury for each fiscal year resulting
from the amendments made by subsection
(a). Such adjustment shall be made first to
the reduction of the highest marginal tax
rate and then, if necessary, to the reduction
of each next highest rate.

SA 758. Mr. LEVIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 312, after line 20, insert the fol-
lowing:
SEC. . FURTHER INCREASE IN ALTERNATIVE

MINIMUM TAX EXEMPTION.

(a) IN GENERAL.—Section 55(d)(1) (relating
to exemption amount for taxpayers other
than corporations), as amended by section
701(a), is further amended—

(1) in subparagraph (A), by striking ¢‘$45,000
($49,000 in the case of taxable years begin-
ning in 2001, 2002, 2003, 2004, 2005, and 2006)"
and inserting ‘‘$49,000’’; and

(2) in subparagraph (B), by striking ‘‘$33,750
($35,750 in the case of taxable years begin-
ning in 2001, 2002, 2003, 2004, 2005, and 2006)"
and inserting ‘‘$35,750"".

(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),
for calendar years after 2006 as necessary to
offset the decrease in revenues to the Treas-
ury for each fiscal year beginning before Oc-
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tober 1, 2011, resulting from the amendments
made by subsection (a).

SA 759. Mr. LEVIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

Beginning on page 68, strike line 12 and all
that follows through page 70, line 19, and in-
sert the following:

(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 2010 ....... $4,000,000.”".

(b) LIFETIME GIFT EXEMPTION INCREASED TO
$1,000,000.—

(1) FOR PERIODS BEFORE ESTATE TAX RE-
PEAL.—Paragraph (1) of section 2505(a) (relat-
ing to unified credit against gift tax) is
amended by inserting ‘‘(determined as if the
applicable exclusion amount were $1,000,000)
after ‘‘calendar year’’.

(2) FOR PERIODS AFTER ESTATE TAX RE-
PEAL.—Paragraph (1) of section 2505(a) (relat-
ing to unified credit against gift tax), as
amended by paragraph (1), is amended to
read as follows:

‘(1) the amount of the tentative tax which
would be determined under the rate schedule
set forth in section 2502(a)(2) if the amount
with respect to which such tentative tax is
to be computed were $1,000,000, reduced by’’.

(c) GST EXEMPTION.—

(1) IN GENERAL.—Subsection (a) of 2631 (re-
lating to GST exemption) is amended by
striking ‘“‘of  $1,000,000”" and inserting
“‘amount’’.

(2) EXEMPTION AMOUNT.—Subsection (c¢) of
section 2631 is amended to read as follows:

‘‘(c) GST EXEMPTION AMOUNT.—For pur-
poses of subsection (a), the GST exemption
amount for any calendar year shall be equal
to the applicable exclusion amount under
section 2010(c) for such calendar year.”.

(d) REPEAL OF SPECIAL BENEFIT FOR FAM-
ILY-OWNED BUSINESS INTERESTS.—

(1) IN GENERAL.—Section 2057 is hereby re-
pealed.

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (10) of section 2031(c) is
amended by inserting ‘‘(as in effect on the
day before the date of the enactment of this
parenthetical)’’ before the period.

(B) The table of sections for part IV of sub-
chapter A of chapter 11 is amended by strik-
ing the item relating to section 2057.

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to estates of decedents
dying and gifts and generation-skipping
transfers made after December 31, 2001.

(2) SUBSECTION (b)@2).—The amendments
made by subsection (b)(2) shall apply to gifts
made after December 31, 2010.

(f) 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)
of this Act, as necessary to offset the de-
crease in revenues to the Treasury for each
fiscal year resulting from the amendments
made by this section as compared to the
amendments made by section 521 of the Re-
storing Earnings To Lift Individuals and Em-
power Families (RELIEF) Act of 2001 as re-
ported by the Finance Committee of the Sen-
ate on May 16, 2001.
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SA 760. Mr. LEVIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 314, after line 21, add the fol-
lowing:

SEC. . ACCELERATION OF FULL IMPLEMENTA-
TION OF TUTITION DEDUCTION AND
REPEAL OF TERMINATION.

(a) DEDUCTION FOR HIGHER EDUCATION EX-
PENSES.—

(1) MAXIMUM AMOUNT OF DEDUCTION.—Sec-
tion 222(b)(2) (relating to applicable dollar
amount), as added by section 431(a) of this
Act, is amended to read as follows:

*“(2) APPLICABLE DOLLAR LIMIT.—

‘““(A) IN GENERAL.—The applicable dollar
limit shall be equal to—

‘(i) in the case of a taxpayer whose ad-
justed gross income for the taxable year does
not exceed $65,000 ($130,000 in the case of a
joint return), $5,000,

‘“(ii) in the case of a taxpayer not described
in clause (i) whose adjusted gross income for
the taxable year does not exceed $80,000
($160,000 in the case of a joint return), $2,000,
and

‘“(iii) in the case of any other taxpayer,
Zero.

‘“(B) ADJUSTED GROSS INCOME.—For pur-
poses of this paragraph, adjusted gross in-
come shall be determined—

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

‘“(ii) after application of sections 86, 135,
137, 219, 221, and 469.”.

(2) REPEAL OF TERMINATION.—Section 222(e)
(relating to termination), as added by sec-
tion 431(a) of this Act, is repealed.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
made in taxable years beginning after De-
cember 31, 2001.

(c) 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)
of this Act, as necessary to offset the de-
crease in revenues to the Treasury for each
fiscal year resulting from the amendments
made by this section.

SA 760. Mr. HARKIN submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

At the end of subtitle A of title I, add the
following:

SEC.  .REDUCTION OF RATES.

(a) IN GENERAL.—The table contained in
section 1(1)(2) (relating to reductions in rates
after 2001), as added by section 101 of this
Act, is further amended to read as follows:

“In the case of
taxable years
inning during

The corresponding percentages shall be substituted
for the following percentages:

calendar year: 10% 28% 31% 36%
2002, 2003,

and 2004 .. 9.5% 21% 30% 35%
2005 and

2006 ......... 8.8% 26% 29% 34%
2007 and

thereafter .. 8% 25% 28% 33%".

(b) REVENUE OFFSET.—The Secretary of the
Treasury shall adjust the highest rate of tax
under section 1 of the Internal Revenue Code
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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-
ment made by this section regarding the
lowest rate of tax under section 1 of such
Code (as amended by section 101 of this Act).

SA 762. Mr. JEFFORDS submitted an
amendment intended to be proposed by
him to the bill H.R. 1836, to provide for
reconciliation pursuant to section 104
of the concurrent resolution on the
budget for fiscal year 2002; which was
ordered to lie on the table; as follows:

On page 280, line 25, strike ‘‘one-partici-
pant’ and insert ‘‘eligible”’.

On page 281, line b5, strike
PARTICPANT’’ and insert ““ELIGIBLE”.

On page 281, line 7, strike ‘‘one-partici-
pant’ and insert ‘‘eligible’’.

On page 281, strike lines 10 through 13 and
insert the following:

(i) covered only an individual or an indi-
vidual and the individual’s spouse and such
individual (or individual and spouse) wholly
owned the trade or business (whether or not
incorporated); or

On page 281, on lines 14 and 15, strike ‘‘one
or more partners (and their spouses)’” and in-
sert ‘‘the partners or the partners and their
spouses’’.

On page 281, line 24, strike ‘‘the employer
(and the employer’s spouse)’” and insert ‘‘the
individuals described in subparagraph
AHa@”.

Beginning on page 288, strike line 1 and all
that follows through page 299, line 24, and in-
sert the following:

Subtitle G—Other ERISA Provisions
SEC. 681. MISSING PARTICIPANTS.

(a) IN GENERAL.—Section 4050 of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1350) is amended by redesig-
nating subsection (c) as subsection (e) and by
inserting after subsection (b) the following
new subsection:

“(c) MULTIEMPLOYER PLANS.—The corpora-
tion shall prescribe rules similar to the rules
in subsection (a) for multiemployer plans
covered by this title that terminate under
section 4041A.

“(d) PLANS NOT OTHERWISE SUBJECT TO
TITLE.—

‘(1) TRANSFER TO CORPORATION.—The plan
administrator of a plan described in para-
graph (4) may elect to transfer a missing par-
ticipant’s benefits to the corporation upon
termination of the plan.

¢(2) INFORMATION TO THE CORPORATION.—To0
the extent provided in regulations, the plan
administrator of a plan described in para-
graph (4) shall, upon termination of the plan,
provide the corporation information with re-
spect to benefits of a missing participant if
the plan transfers such benefits—

‘“(A) to the corporation, or

‘(B) to an entity other than the corpora-
tion or a plan described in paragraph
() (B)(ii).

¢“(3) PAYMENT BY THE CORPORATION.—If ben-
efits of a missing participant were trans-
ferred to the corporation under paragraph
(1), the corporation shall, upon location of
the participant or beneficiary, pay to the
participant or beneficiary the amount trans-
ferred (or the appropriate survivor benefit)
either—

“(A) in a single sum (plus interest), or

‘(B) in such other form as is specified in
regulations of the corporation.

‘‘(4) PLANS DESCRIBED.—A plan is described
in this paragraph if—

““(A) the plan is a pension plan (within the
meaning of section 3(2))—

““ONE-
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‘(1) to which the provisions of this section
do not apply (without regard to this sub-
section), and

‘“(ii) which is not a plan described in para-
graphs (2) through (11) of section 4021(b), and

‘(B) at the time the assets are to be dis-
tributed upon termination, the plan—

‘(i) has missing participants, and

‘‘(ii) has not provided for the transfer of as-
sets to pay the benefits of all missing par-
ticipants to another pension plan (within the
meaning of section 3(2)).

‘“(6) CERTAIN PROVISIONS NOT TO APPLY.—
Subsections (a)(1) and (a)(3) shall not apply
to a plan described in paragraph (4).”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions made after final regulations imple-
menting subsections (¢) and (d) of section
4050 of the Employee Retirement Income Se-
curity Act of 1974 (as added by subsection
(a)), respectively, are prescribed.

SEC. 682. REDUCED PBGC PREMIUM FOR NEW
PLANS OF SMALL EMPLOYERS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(A)) is amended—

(1) in clause (i), by inserting ‘‘other than a
new single-employer plan (as defined in sub-
paragraph (F)) maintained by a small em-
ployer (as so defined),” after ‘‘single-em-
ployer plan,”’,

(2) in clause (iii), by striking the period at
the end and inserting ‘¢, and’’, and

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

‘“(iv) in the case of a new single-employer
plan (as defined in subparagraph (F)) main-
tained by a small employer (as so defined)
for the plan year, $6 for each individual who
is a participant in such plan during the plan
year.”.

(b) DEFINITION OF NEW SINGLE-EMPLOYER
PLAN.—Section 4006(a)(3) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1306(2)(3)) is amended by adding at the
end the following new subparagraph:

‘“(F)(1) For purposes of this paragraph, a
single-employer plan maintained by a con-
tributing sponsor shall be treated as a new
single-employer plan for each of its first 5
plan years if, during the 36-month period
ending on the date of the adoption of such
plan, the sponsor or any member of such
sponsor’s controlled group (or any prede-
cessor of either) did not establish or main-
tain a plan to which this title applies with
respect to which benefits were accrued for
substantially the same employees as are in
the new single-employer plan.

‘“(ii)(I) For purposes of this paragraph, the
term ‘small employer’ means an employer
which on the first day of any plan year has,
in aggregation with all members of the con-
trolled group of such employer, 100 or fewer
employees.

‘“(II) In the case of a plan maintained by
two or more contributing sponsors that are
not part of the same controlled group, the
employees of all contributing sponsors and
controlled groups of such sponsors shall be
aggregated for purposes of determining
whether any contributing sponsor is a small
employer.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plans es-
tablished after December 31, 2001.

SEC. 683. REDUCTION OF ADDITIONAL PBGC PRE-
MIUM FOR NEW AND SMALL PLANS.

(a) NEW PLANS.—Subparagraph (E) of sec-
tion 4006(a)(3) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1306(a)(3)(E)) is amended by adding at the end
the following new clause:

‘“(v) In the case of a new defined benefit
plan, the amount determined under clause
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(ii) for any plan year shall be an amount
equal to the product of the amount deter-
mined under clause (ii) and the applicable
percentage. For purposes of this clause, the
term ‘applicable percentage’ means—

‘(I) 0 percent, for the first plan year.

““(II) 20 percent, for the second plan year.

‘“(III) 40 percent, for the third plan year.

‘(IV) 60 percent, for the fourth plan year.

“(V) 80 percent, for the fifth plan year.

For purposes of this clause, a defined benefit
plan (as defined in section 3(35)) maintained
by a contributing sponsor shall be treated as
a new defined benefit plan for each of its
first 5 plan years if, during the 36-month pe-
riod ending on the date of the adoption of
the plan, the sponsor and each member of
any controlled group including the sponsor
(or any predecessor of either) did not estab-
lish or maintain a plan to which this title
applies with respect to which benefits were
accrued for substantially the same employ-
ees as are in the new plan.”.

(b) SMALL PLANS.—Paragraph (3) of section
4006(a) of the Employee Retirement Income
Security Act of 1974 (29 U.S.C. 1306(a)), as
amended by section 682(b), is amended—

(1) by striking “The” in subparagraph
(E)(i) and inserting ‘‘Except as provided in
subparagraph (G), the’’, and

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

“(G)(1) In the case of an employer who has
25 or fewer employees on the first day of the
plan year, the additional premium deter-
mined under subparagraph (E) for each par-
ticipant shall not exceed $56 multiplied by the
number of participants in the plan as of the
close of the preceding plan year.

‘‘(ii) For purposes of clause (i), whether an
employer has 25 or fewer employees on the
first day of the plan year is determined tak-
ing into consideration all of the employees
of all members of the contributing sponsor’s
controlled group. In the case of a plan main-
tained by two or more contributing sponsors,
the employees of all contributing sponsors
and their controlled groups shall be aggre-
gated for purposes of determining whether
the 25-or-fewer-employees limitation has
been satisfied.”.

(¢) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendments made
by subsection (a) shall apply to plans estab-
lished after December 31, 2001.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to plan years
beginning after December 31, 2001.

SEC. 684. AUTHORIZATION FOR PBGC TO PAY IN-
TEREST ON PREMIUM OVERPAY-
MENT REFUNDS.

(a) IN GENERAL.—Section 4007(b) of the Em-
ployment Retirement Income Security Act
of 1974 (29 U.S.C. 1307(b)) is amended—

(1) by striking ““(b)”’ and inserting ‘“(b)(1)”’,
and

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

‘“(2) The corporation is authorized to pay,
subject to regulations prescribed by the cor-
poration, interest on the amount of any
overpayment of premium refunded to a des-
ignated payor. Interest under this paragraph
shall be calculated at the same rate and in
the same manner as interest is calculated for
underpayments under paragraph (1).”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to inter-
est accruing for periods beginning not earlier
than the date of the enactment of this Act.
SEC. 685. SUBSTANTIAL OWNER BENEFITS IN

TERMINATED PLANS.

(a) MODIFICATION OF PHASE-IN OF GUAR-
ANTEE.—Section 4022(b)(5) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1322(b)(5)) is amended to read as fol-
lows:

“(5)(A) For purposes of this paragraph, the
term ‘majority owner’ means an individual
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who, at any time during the 60-month period
ending on the date the determination is
being made—

‘(i) owns the entire interest in an unincor-
porated trade or business,

‘‘(ii) in the case of a partnership, is a part-
ner who owns, directly or indirectly, 50 per-
cent or more of either the capital interest or
the profits interest in such partnership, or

‘“(iii) in the case of a corporation, owns, di-
rectly or indirectly, 50 percent or more in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of clause (iii), the constructive
ownership rules of section 1563(e) of the In-
ternal Revenue Code of 1986 shall apply (de-
termined without regard to section
1563(e)(3)(C)).

“(B) In the case of a participant who is a
majority owner, the amount of benefits guar-
anteed under this section shall equal the
product of—

‘(i) a fraction (not to exceed 1) the numer-
ator of which is the number of years from
the later of the effective date or the adoption
date of the plan to the termination date, and
the denominator of which is 10, and

¢(ii) the amount of benefits that would be
guaranteed under this section if the partici-
pant were not a majority owner.”.

(b) MODIFICATION OF ALLOCATION OF AS-
SETS.—

(1) Section 4044(a)(4)(B) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1344(a)(4)(B)) is amended by striking
‘“‘section 4022(b)(5)’ and inserting ‘‘section
4022(0)(5)(B)”".

(2) Section 4044(b) of such Act (29 U.S.C.
1344(b)) is amended—

(A) by striking ‘“(56)”” in paragraph (2) and
inserting ‘“(4), (6),”, and

(B) by redesignating paragraphs (3)
through (6) as paragraphs (4) through (7), re-
spectively, and by inserting after paragraph
(2) the following new paragraph:

‘“(3) If assets available for allocation under
paragraph (4) of subsection (a) are insuffi-
cient to satisfy in full the benefits of all in-
dividuals who are described in that para-
graph, the assets shall be allocated first to
benefits described in subparagraph (A) of
that paragraph. Any remaining assets shall
then be allocated to benefits described in
subparagraph (B) of that paragraph. If assets
allocated to such subparagraph (B) are insuf-
ficient to satisfy in full the benefits de-
scribed in that subparagraph, the assets
shall be allocated pro rata among individuals
on the basis of the present value (as of the
termination date) of their respective benefits
described in that subparagraph.”.

(c) CONFORMING AMENDMENTS.—

(1) Section 4021 of the Employee Retire-
ment Income Security Act of 1974 (29 U.S.C.
1321) is amended—

(A) in subsection (b)(9), by striking ‘‘as de-
fined in section 4022(b)(6)’, and

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

‘(d) For purposes of subsection (b)(9), the
term ‘substantial owner’ means an indi-
vidual who, at any time during the 60-month
period ending on the date the determination
is being made—

‘(1) owns the entire interest in an unincor-
porated trade or business,

‘“(2) in the case of a partnership, is a part-
ner who owns, directly or indirectly, more
than 10 percent of either the capital interest
or the profits interest in such partnership, or

‘(3) in the case of a corporation, owns, di-
rectly or indirectly, more than 10 percent in
value of either the voting stock of that cor-
poration or all the stock of that corporation.
For purposes of paragraph (3), the construc-
tive ownership rules of section 1563(e) of the
Internal Revenue Code of 1986 shall apply
(determined without regard to section
1563(e)(3)(C)).”.
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(2) Section 4043(c)(7) of such Act (29 U.S.C.
1343(c)(7)) is amended by striking ‘‘section
4022(b)(6)”’ and inserting ‘‘section 4021(d)”’.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan terminations—

(A) under section 4041(c) of the Employee
Retirement Income Security Act of 1974 (29
U.S.C. 1341(c)) with respect to which notices
of intent to terminate are provided under
section 4041(a)(2) of such Act (29 U.S.C.
1341(a)(2)) after December 31, 2001, and

(B) under section 4042 of such Act (29 U.S.C.
1342) with respect to which proceedings are
instituted by the corporation after such
date.

(2) CONFORMING AMENDMENTS.—The amend-
ments made by subsection (¢) shall take ef-
fect on January 1, 2002.

SEC. 686. PERIODIC PENSION BENEFITS STATE-
MENTS.

(a) IN GENERAL.—Section 105(a) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1025 (a)) is amended to read as
follows:

‘“(a)(1) Except as provided in paragraph
(2)—

‘“(A) the administrator of an individual ac-
count plan shall furnish a pension benefit
statement—

‘(i) to a plan participant at least once an-
nually, and

‘“(ii) to a plan beneficiary upon written re-
quest, and

‘(B) the administrator of a defined benefit
plan shall furnish a pension benefit state-
ment—

‘(1) at least once every 3 years to each par-
ticipant with a nonforfeitable accrued ben-
efit who is employed by the employer main-
taining the plan at the time the statement is
furnished to participants, and

‘“(ii) to a plan participant or plan bene-
ficiary of the plan upon written request.

‘“(2) A pension benefit statement under
paragraph (1)—

‘“(A) shall indicate, on the basis of the lat-
est available information and reasonable es-
timates—

‘(i) the total benefits accrued, and

‘“(ii) the nonforfeitable pension benefits, if
any, which have accrued, or the earliest date
on which benefits will become nonforfeit-
able,

‘“(B) shall be written in a manner cal-
culated to be understood by the average plan
participant,

“(C) shall include a statement that the
summary annual report is available upon re-
quest, and

‘(D) may be provided in written, elec-
tronic, or other appropriate form.

“(3)(A) In the case of a defined benefit
plan, the requirements of paragraph (1)(B)(i)
shall be treated as met with respect to a par-
ticipant if the administrator provides the
participant at least once each year with no-
tice of the availability of the pension benefit
statement and the ways in which the partici-
pant may obtain such statement. Such no-
tice shall be provided in written, electronic,
or other appropriate form, and may be in-
cluded with other communications to the
participant if done in a manner reasonably
designed to attract the attention of the par-
ticipant.

“(B) The Secretary may provide that years
in which no employee or former employee
benefits (within the meaning of section
410(b) of the Internal Revenue Code of 1986)
under the plan need not be taken into ac-
count in determining the 3-year period under
paragraph (1)(B)({d).”.

(b) CONFORMING AMENDMENTS.—

(1) Section 105 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1025) is
amended by striking subsection (d).
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(2) Section 105(b) of such Act (29 U.S.C.
1025(b)) is amended to read as follows:

‘“(b) In no case shall a participant or bene-
ficiary of a plan be entitled to more than one
statement described in subsection (a)(1)(A)
or (a)(1)(B)(ii), whichever is applicable, in
any 12-month period.”.

(c) MODEL STATEMENTS.—The Secretary of
Labor shall develop a model benefit state-
ment, written in a manner calculated to be
understood by the average plan participant,
that may be used by plan administrators in
complying with the requirements of section
105 of the Employee Retirement Income Se-
curity Act of 1974.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to plan years beginning
after December 31, 2001.

(2) COLLECTIVE BARGAINING AGREEMENTS.—
In the case of a plan maintained pursuant to
one or more collective bargaining agree-
ments between employee representatives and
one or more employers ratified by the date of
the enactment of this Act, the amendments
made by this section shall not apply, with
respect to employees covered by any such
agreement, for plan years beginning before
the earlier of—

(A) the later of—

(i) the date on which the last of such col-
lective bargaining agreements terminates
(determined without regard to any extension
thereof on or after such date of the enact-
ment), or

(ii) January 1, 2002, or

(B) January 1, 2003.

SEC. 687. BENEFIT SUSPENSION NOTICE.

(a) MODIFICATION OF REGULATION.—The
Secretary of Labor shall modify the regula-
tion under section 203(a)(3)(B) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1053(a)(3)(B)) to provide that
the notification required by such regula-
tion—

(1) in the case of an employee who, after
commencement of payment of benefits under
the plan, returns to service for which benefit
payments may be suspended under such sec-
tion 203(a)(3)(B) shall be made during the
first calendar month or payroll period in
which the plan withholds payments, and

(2) in the case of any employee who is not
described in paragraph (1)—

(A) may be included in the summary plan
description for the plan furnished in accord-
ance with section 104(b) of such Act (29
U.S.C. 1024(b)), rather than in a separate no-
tice, and

(B) need not include a copy of the relevant
plan provisions.

(b) EFFECTIVE DATE.—The modification
made under this section shall apply to plan
years beginning after December 31, 2001.

SEC. 688. STUDIES.

(a) REPORT ON PENSION COVERAGE.—Not
later than 5 years after the date of the enact-
ment of this Act, the Secretary of the Treas-
ury, jointly with the Secretary of Labor,
shall submit a report to the Committee on
Ways and Means and the Committee on Edu-
cation and the Workforce of the House of
Representatives and the Committee on Fi-
nance and the Committee on Health, Edu-
cation, Labor and Pensions of the Senate a
report on the effect of the provisions of the
Restoring Earnings to Lift Individuals and
Empower Families Act of 2001 on pension
coverage, including—

(1) any expansion of coverage for low- and
middle-income workers;

(2) levels of pension benefits;

(3) quality of pension coverage;

(4) worker’s access to and participation in
plans; and

(5) retirement security.



S5398

(b) STUDY OF PRERETIREMENT USE OF BENE-
FITS.—

(1) IN GENERAL.—The Secretary of the
Treasury, jointly with the Secretary of
Labor, shall conduct a study of—

(A) current tax provisions allowing individ-
uals to access individual retirement plans
and qualified retirement plan benefits of
such individual prior to retirement, includ-
ing an analysis of—

(i) the extent of use of such current provi-
sions by individuals; and

(ii) the extent to which such provisions un-
dermine the goal of accumulating adequate
resources for retirement; and

(B) the types of investment decisions made
by individual retirement plan beneficiaries
and participants in self-directed qualified re-
tirement plans, including an analysis of—

(i) current restrictions on investments; and

(ii) the extent to which additional restric-
tions on investments would facilitate the ac-
cumulation of adequate income for retire-
ment.

(2) REPORT.—Not later than January 1,
2003, the Secretary of the Treasury, jointly
with the Secretary of Labor, shall submit a
report to the Committee on Ways and Means
and the Committee on Education and the
Workforce of the House of Representatives
and the Committee on Finance and the Com-
mittee on Health, Education, Labor and Pen-
sions of the Senate containing the results of
the study conducted under paragraph (1) and
any recommendations.

SEC. 689. ANNUAL REPORT DISSEMINATION.

(a) IN GENERAL.—Section 104(b)(3) of the
Employee Retirement Income Security Act
of 1974 (29 U.S.C. 1024(b)(3)) is amended by
striking ‘‘shall furnish’ and inserting ‘‘shall
make available for examination (and, upon
request, shall furnish)”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to reports
for years beginning after December 31, 2000.
SEC. 690. CIVIL PENALTIES FOR BREACH OF FI-

DUCIARY RESPONSIBILITY.

(a) IMPOSITION AND AMOUNT OF PENALTY
MADE DISCRETIONARY.—Section 502(1)(1) of
the Employee Retirement Income Security
Act of 1974 (29 U.S.C. 1132(1)(1)) is amended—

(1) by striking ‘‘shall” and inserting
“may’’, and

(2) by striking ‘‘equal to” and inserting
“not greater than’.

(b) APPLICABLE RECOVERY AMOUNT.—Sec-
tion 502(1)(2) of such Act (29 U.S.C. 1132(1)(2))
is amended to read as follows:

‘(2) For purposes of paragraph (1), the
term ‘applicable recovery amount’ means
any amount which is recovered from any fi-
duciary or other person (or from any other
person on behalf of any such fiduciary or
other person) with respect to a breach or vio-
lation described in paragraph (1) on or after
the 30th day following receipt by such fidu-
ciary or other person of written notice from
the Secretary of the violation, whether paid
voluntarily or by order of a court in a judi-
cial proceeding instituted by the Secretary
under paragraph (2) or (5) of subsection (a).
The Secretary may, in the Secretary’s sole
discretion, extend the 30-day period de-
scribed in the preceding sentence.”.

(¢) OTHER RULES.—Section 502(1) of the Em-
ployee Retirement Income Security Act of
1974 (29 U.S.C. 1132(1)) is amended by adding
at the end the following new paragraph:

““(5) A person shall be jointly and severally
liable for the penalty described in paragraph
(1) to the same extent that such person is
jointly and severally liable for the applicable
recovery amount on which the penalty is
based.

‘(6) No penalty shall be assessed under this
subsection unless the person against whom
the penalty is assessed is given notice and
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opportunity for a hearing with respect to the
violation and applicable recovery amount.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to any breach of fi-
duciary responsibility or other violation of
part 4 of subtitle B of title I of the Employee
Retirement Income Security Act of 1974 oc-
curring on or after the date of enactment of
this Act.

(2) TRANSITION RULE.—In applying the
amendment made by subsection (b) (relating
to applicable recovery amount), a breach or
other violation occurring before the date of
enactment of this Act which continues after
the 180th day after such date (and which may
have been discontinued at any time during
its existence) shall be treated as having oc-
curred after such date of enactment.

SEC. 690A. NOTICE AND CONSENT PERIOD RE-
GARDING DISTRIBUTIONS.

(a) EXPANSION OF PERIOD.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—

(A) IN GENERAL.—Subparagraph (A) of sec-
tion 417(a)(6) is amended by striking 90-
day’’ and inserting ‘‘180-day’’.

(B) MODIFICATION OF REGULATIONS.—The
Secretary of the Treasury shall modify the
regulations under sections 402(f), 411(a)(11),
and 417 of the Internal Revenue Code of 1986
to substitute ‘180 days’ for ‘90 days’ each
place it appears in Treasury Regulations sec-
tions 1.402(f)-1, 1.411(a)-11(c), and 1.417(e)-
1(b).

(2) AMENDMENT OF ERISA.—Section
205(c)(7)(A) of the Employee Retirement In-
come Security Act of 197 (29 U.S.C.
1065(c)(7)(A)) is amended by striking ‘90-
day’’ and inserting ‘‘180-day’’.

(3) EFFECTIVE DATE.—The amendments
made by paragraphs (1)(A) and (2) and the
modifications required by paragraph (1)(B)
shall apply to years beginning after Decem-
ber 31, 2001.

(b) CONSENT REGULATION INAPPLICABLE TO
CERTAIN DISTRIBUTIONS.—

(1) IN GENERAL.—The Secretary of the
Treasury shall modify the regulations under
section 411(a)(11) of the Internal Revenue
Code of 1986 to provide that the description
of a participant’s right, if any, to defer re-
ceipt of a distribution shall also describe the
consequences of failing to defer such receipt.

(2) MODEL STATEMENT.—The Secretary of
the Treasury shall develop a model state-
ment, written in a manner calculated to be
understood by the average plan participant,
regarding participants’ rights to defer re-
ceipt of a distribution and the consequences
of so doing, that may be used by plan admin-
istrators in complying with the require-
ments of this section.

(3) EFFECTIVE DATE.—The modifications re-
quired by paragraph (1) shall apply to years
beginning after December 31, 2001.

(c) DISCLOSURE OF OPTIONAL FORMS OF BEN-
EFITS.—

(1) AMENDMENT OF INTERNAL REVENUE
CODE.—Section 417(a)(3) (relating to plan to
provide written explanation) is amended by
adding at the end the following:

“(C) EXPLANATION OF OPTIONAL FORMS OF
BENEFITS.—

(i) IN GENERAL.—If—

‘“(I) a plan provides optional forms of bene-
fits, and

“(IT) the present values of such forms of
benefits are not actuarially equivalent as of
the annuity starting date,
then each written explanation required to be
provided under subparagraph (A) shall in-
clude the information described in clause
(ii).

‘“(ii) INFORMATION.—A plan to which this
subparagraph applies shall include sufficient
information (as determined in accordance
with regulations prescribed by the Sec-
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retary) to allow the participant to under-
stand the differences in the present values of
the optional forms of benefits provided by
the plan and the effect the participant’s elec-
tion as to the form of benefit will have on
the value of the benefits available under the
plan. Any such information shall be provided
in a manner calculated to be reasonably un-
derstood by the average plan participant.”

(2) AMENDMENT OF ERISA.—Section 205(c)(3)
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1055(c)(3)) is
amended by adding at the end the following:

“O3E) If—

‘“(I) a plan provides optional forms of bene-
fits, and

‘“(IT) the present values of such forms of
benefits are not actuarially equivalent as of
the annuity starting date,
then such plan shall include the information
described in clause (ii) with each written ex-
planation required to be provided under sub-
paragraph (A).

‘“(ii) A plan to which this subparagraph ap-
plies shall include sufficient information (as
determined in accordance with regulations
prescribed by the Secretary of the Treasury)
to allow the participant to understand the
differences in the present values of the op-
tional forms of benefits provided by the plan
and the effect the participant’s election as to
the form of benefit will have on the value of
the benefits available under the plan. Any
such information shall be provided in a man-
ner calculated to be reasonably understood
by the average plan participant.”

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

SEC. 690B. AMENDMENTS REGARDING NATIONAL
SUMMIT ON RETIREMENT SAVINGS.

Section 517 of the Employee Retirement
Income Security Act of 1974 (29 U.S.C. 1147) is
amended—

(1) in subsection (a), by striking ‘2001 and
2005 on or after September 1 of each year in-
volved” and inserting ‘2001 or 2002, and 2005
and 2009. Such Summit shall be convened in
the calendar year 2001 or the first calendar
quarter of 2002 and shall be convened on or
after September 1 of each year thereafter’’;

(2) in subsection (e)(2)—

(A) by striking ‘“‘Committee on Labor and
Human Resources’ in subparagraph (D) and
inserting ‘‘Committee on Health, Education,
Labor, and Pensions’’;

(B) by striking subparagraph (F) and in-
serting the following:

“(F') the Chairman and Ranking Member of
the Subcommittee on Labor, Health and
Human Services, and Education of the Com-
mittee on Appropriations of the House of
Representatives and the Chairman and
Ranking Member of the Subcommittee on
Labor, Health and Human Services, and Edu-
cation of the Committee on Appropriations
of the Senate;”’;

(C) by redesignating subparagraph (G) as
subparagraph (J); and

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

“(G) the Chairman and Ranking Member of
the Committee on Finance of the Senate;

‘‘(H) the Chairman and Ranking Member of
the Committee on Ways and Means of the
House of Representatives;

‘(I) the Chairman and Ranking Member of
the Subcommittee on Employer-Employee
Relations of the Committee on Education
and the Workforce of the House of Rep-
resentatives; and”’;

(3) in subsection (e)(3)(A)—

(A) by striking ‘‘There shall be no more
than 200 additional participants.’”” and insert-
ing ‘““The participants in the National Sum-
mit shall also include additional partici-
pants appointed under this subparagraph.’’;
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(B) by striking ‘‘one-half shall be ap-
pointed by the President,” in clause (i) and
inserting ‘‘not more than 100 participants
shall be appointed under this clause by the
President,”, and by striking ‘‘and” at the
end of clause (i);

(C) by striking ‘‘one-half shall be appointed
by the elected leaders of Congress’ in clause
(ii) and inserting ‘‘not more than 100 partici-
pants shall be appointed under this clause by
the elected leaders of Congress’”, and by
striking the period at the end of clause (ii)
and inserting ‘‘; and’’; and

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

‘‘(iii) The President, in consultation with
the elected leaders of Congress referred to in
subsection (a), may appoint under this clause
additional participants to the National Sum-
mit. The number of such additional partici-
pants appointed under this clause may not
exceed the lesser of 3 percent of the total
number of all additional participants ap-
pointed under this paragraph, or 10. Such ad-
ditional participants shall not be Federal,
State, or local government employees.’’;

(4) in subsection (f)(1)(C), by inserting
““, no later than 90 days prior to the date of
the commencement of the National Sum-
mit,”” after ‘“‘comment’’ in paragraph (1)(C);

(5) in subsection (g), by inserting ‘¢, in con-
sultation with the congressional leaders
specified in subsection (e)(2),” after ‘‘re-
port’’;

(6) in subsection (i)—

(A) by striking ‘1997 in paragraph (1) and
inserting ‘2001°’; and

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

“(3) RECEPTION AND REPRESENTATION AU-
THORITY.—The Secretary is hereby granted
reception and representation authority lim-
ited specifically to the events at the Na-
tional Summit. The Secretary shall use any
private contributions accepted in connection
with the National Summit prior to using
funds appropriated for purposes of the Na-
tional Summit pursuant to this paragraph.

‘‘(4) FUNDS AVAILABLE.—Of the funds appro-
priated to the Pension and Welfare Benefits
Administration for fiscal year 2001, $500,000
shall remain available without fiscal year
limitation through September 30, 2002, for
the purpose of defraying the costs of the Na-
tional Summit.”’; and

(7) in subsection (k)—

(A) by striking ‘‘shall enter into a contract
on a sole-source basis’ and inserting ‘‘may
enter into a contract’’; and

(B) by striking ‘‘fiscal year 1998’ and in-
serting ‘‘fiscal years 2001 or 2002, and 2005,
and 2009”.

On page 310, strike lines 10 and 11 and in-
sert the following:

Subtitle I—Plan Amendments
692. PROVISIONS RELATING TO PLAN

AMENDMENTS.

(a) IN GENERAL.—If this section applies to
any plan or contract amendment—

(1) such plan or contract shall be treated as
being operated in accordance with the terms
of the plan during the period described in
subsection (b)(2)(A), and

(2) except as provided by the Secretary of
the Treasury, such plan shall not fail to
meet the requirements of section 411(d)(6) of
the Internal Revenue Code of 1986 or section
204(g) of the Employee Retirement Income
Security Act of 1974 by reason of such
amendment.

(b) AMENDMENTS TO WHICH SECTION AP-
PLIES.—

(1) IN GENERAL.—This section shall apply to
any amendment to any plan or annuity con-
tract which is made—

(A) pursuant to any amendment made by
this Act, or pursuant to any regulation
issued under this Act, and
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(B) on or before the last day of the first

plan year beginning on or after January 1,
2005.
In the case of a governmental plan (as de-
fined in section 414(d) of the Internal Rev-
enue Code of 1986), this paragraph shall be
applied by substituting 2007’ for ‘2005’

(2) CONDITIONS.—This section shall not
apply to any amendment unless—

(A) during the period—

(i) beginning on the date the legislative or
regulatory amendment described in para-
graph (1)(A) takes effect (or in the case of a
plan or contract amendment not required by
such legislative or regulatory amendment,
the effective date specified by the plan); and

(ii) ending on the date described in para-
graph (1)(B) (or, if earlier, the date the plan
or contract amendment is adopted),
the plan or contract is operated as if such
plan or contract amendment were in effect;
and

(B) such plan or contract amendment ap-
plies retroactively for such period.

Subtitle J—Compliance With Congressional

Budget Act

———

NOTICE OF HEARING

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. MURKOWSKI. Mr. President, I
would like to announce for the infor-
mation of the Senate and the public
that a legislative hearing has been
scheduled before the Committee on En-
ergy and Natural Resources.

The hearing will take place on Thurs-
day, May 24, 2001, at 9:30 a.m., in room
SD-106 of the Dirksen Senate Office
Building in Washington, DC.

The purpose of this hearing is to re-
ceive testimony on the research and
development, workforce training, and
Price-Anderson Act provisions of pend-
ing energy legislation, including S. 242,
Department of Energy University Nu-
clear Science and Engineering Act; S.
388, the National Energy Security Act
of 2001; S. 472, Nuclear Energy Elec-
tricity Supply Assurance Act of 2001;
and S. 597, the Comprehensive and Bal-
anced Energy Policy Act of 2001.

Because of the limited time available
for the hearing, witnesses may testify
by invitation only. However, those
wishing to submit written testimony
for the hearing record should send two
copies of their testimony to the Com-
mittee on Energy and Natural Re-
sources, U.S. Senate, 364 Dirksen Sen-
ate Office Building, Washington, DC
20510-6150.

For further information, please call
Trici Heninger, Staff Assistant, or
Bryan Hannegan, Staff Scientist, at
(202) 224-4971.

————

AUTHORITY FOR COMMITTEES TO
MEET

COMMITTEE ON ARMED SERVICES

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the Com-
mittee on Armed Services be author-
ized to meet during the session of the
Senate on Monday, May 21, 2001, at 5:45
p.m., in executive session to consider
certain pending nominations.
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The PRESIDING OFFICER. Without
objection, it is so ordered.

PRIVILEGE OF THE FLOOR

Mr. REID. Mr. President, I ask unan-
imous consent that two fellows in the
office of Senator LIEBERMAN, James
Thurston and Kiersten Todt, be ex-
tended privileges of the floor for the
duration of H.R. 1836.

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

Mr. BAUCUS. Mr. President, I ask
unanimous consent that Todd Smith, a
law clerk, from the Democratic staff of
the Senate Finance Committee be
granted access to the Senate floor for
the duration of the debate on H.R. 1836.

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

———

ORDERS FOR TUESDAY, MAY 22,
2001

Mr. LOTT. Mr. President, I ask unan-
imous consent that when the Senate
completes its business today, it stand
in adjournment until 9:30 a.m. on Tues-
day, and following the prayer and the
pledge, the Journal of proceedings be
approved to date, the morning hour be
deemed expired, and the Senate resume
voting with respect to H.R. 1836, with 2
minutes prior to each vote for expla-
nation and all succeeding votes in the
series limited to 10 minutes in length.
I further ask unanimous consent that
all amendments remaining in order,
other than a series of cleared amend-
ments to be offered by the managers,
must be contained on a list that will be
submitted by the majority leader, after
consultation with the Democratic lead-
er, after 10 a.m. on Tuesday.

The PRESIDING OFFICER. Is there
objection?

Mrs. BOXER. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. LOTT. Mr. President, I renew my
request that the Senate complete its
business today and stand in adjourn-
ment until 9:30 a.m. on Tuesday, and
following the prayer, the Journal of
proceedings be approved to date, the
morning hour be deemed expired, and
the Senate resume voting with respect
to H.R. 1836, with 2 minutes prior to
each vote for explanation and all suc-
ceeding votes in the series be limited
to 10 minutes in length.

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

———————

ADJOURNMENT UNTIL 9:30 A.M.
TOMORROW

Mr. LOTT. Mr. President, I now ask
unanimous consent that the Senate
stand in adjournment under the pre-
vious order.

There being no objection, the Senate,
at 11:53 p.m., adjourned until Tuesday,
May 22, 2001, at 9:30 a.m.

———

NOMINATIONS

Executive nominations received by
the Senate May 21, 2001:
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