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families of military personnel, executives,
entertainers and musicians, and many oth-
ers;

Whereas in 1979, Dr. Bright commissioned
the JESUS film, a feature-length documen-
tary on the life of Christ, directed by John
Heyman, which has since been viewed by
more than 5,100,000,000 people in 234 countries
and has become the most widely viewed, as
well as most widely translated, in 786 lan-
guages, film in history;

Whereas Dr. Bright is author of more than
100 books and booklets, as well as thousands
of articles and pamphlets that have been dis-
tributed by the millions in most major lan-
guages, including the widely regarded Four
Spiritual Laws of which 2,500,000,000 copies
have been distributed;

Whereas Dr. Bright received 8 honorary de-
grees from universities in the United States
and other nations, and numerous awards and
honors from higher education, his home
state of Oklahoma, and his peers in religious,
radio, and television broadcasting;

Whereas, Dr. Bright was awarded the
unique and prestigious Templeton Prize for
Progress in Religion in 1996, presented by
Prince Phillip at Buckingham Palace in Lon-
don, and was received by Pope John Paul 11
in Rome where he addressed world spiritual
leaders in accepting its $1,100,000 prize, which
he directed be given to worldwide fasting for
peace and spiritual enlightenment;

Whereas Dr. Bright sought ecumenical and
trans-denominational cooperation through-
out the world by building more than 1,000
partnerships with other ministries, and in
1983, he and former President Ronald
Reagan, along with Jewish, Catholic, and
Protestant members of the clergy, informed
Congress which voted to establish The Year
of the Bible to help focus on timeless truths
for the Nation;

Whereas he helped create what media re-
ports describe as the largest non-denomina-
tional Christian ministry in the world, and
he rejected appeals to establish a single reli-
gious denomination and would not allow his
name to be attached to any single denomina-
tional enterprise;

Whereas he urged followers to be ‘“‘salt and
light,”” to seek civility in society, and to be
active in ministry to prisons, hospitals, or-
phanages, and he declared the duties of citi-
zenship to be reliably informed, active in the
study of issues, voter registration and get-
out-the-vote drives, and personal voting;

Whereas he never endorsed individual can-
didates or parties, and encouraged
laypersons to seek public service and often
called upon people in all lands to study
American History, declaring President
George Washington as his secular hero after
Jesus of Nazareth and the Apostle Paul;

Whereas in response to a suggestion from a
Member of the United States Senate, he
helped establish the Evangelical Council for
Financial Accountability to set high stand-
ards and monitor their compliance, setting
an example for all charitable organizations;

Whereas Money magazine has often cited
Campus Crusade for Christ International as
best or one of the top 5 non-profit ministries
for effective stewardship of donor dollars;
and

Whereas in his last months he co-founded
the Global Pastors Network, a separate min-
istry to pastors worldwide with helpful re-
sources and a goal to start 5,000,000 home-
based studies of the attributes of God: Now,
therefore, be it

Resolved, That the Senate—

(1) sends its condolences to Mrs. Vonette
Zachary Bright, their grandchildren, their
sons, Zac and Brad, and their wives, Terry
and Katherine, all of whom are also in full-
time Christian ministry; and
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(2) does hereby honor the memory of Dr.
William R. (“‘Bill’’) Bright, an ambassador of
spiritual goodwill, whose 58 years of dedi-
cated and effective service stand as an out-
standing example of selfless leadership to all
humankind.

———

AMENDMENTS SUBMITTED AND
PROPOSED

SA 1419. Ms. CANTWELL (for herself, Mr.
BINGAMAN, Mrs. FEINSTEIN, Mr. HOLLINGS,
Mr. WYDEN, Mrs. BOXER, Mrs. MURRAY, Mr.
HARKIN, and Mr. ROCKEFELLER) proposed an
amendment to amendment SA 1412 proposed
by Mr. DoMENICI (for himself, Ms. LANDRIEU,
Mr. THOMAS, Ms. MURKOWSKI, Mr. CAMPBELL,
Mr. SMITH, Mr. ALEXANDER, Mr. KyL, Mr.
NELSON of Nebraska, Mr. HAGEL, Mr. TALENT,
Mr. BUNNING, and Mr. COLEMAN) to the bill S.
14, to enhance the energy security of the
United States, and for other purposes.

SA 1420. Mr. JEFFORDS submitted an
amendment intended to be proposed to
amendment SA 1412 proposed by Mr. DOMEN-
1Ic1 (for himself, Ms. LANDRIEU, Mr. THOMAS,
Ms. MURKOWSKI, Mr. CAMPBELL, Mr. SMITH,
Mr. ALEXANDER, Mr. KyL, Mr. NELSON of Ne-
braska, Mr. HAGEL, Mr. TALENT, Mr.
BUNNING, and Mr. COLEMAN) to the bill S. 14,
supra; which was ordered to lie on the table.

SA 1421. Mr. JEFFORDS submitted an
amendment intended to be proposed to
amendment SA 1412 proposed by Mr. DOMEN-
Icl (for himself, Ms. LANDRIEU, Mr. THOMAS,
Ms. MURKOWSKI, Mr. CAMPBELL, Mr. SMITH,
Mr. ALEXANDER, Mr. KyL, Mr. NELSON of Ne-
braska, Mr. HAGEL, Mr. TALENT, Mr.
BUNNING, and Mr. COLEMAN) to the bill S. 14,
supra; which was ordered to lie on the table.

SA 1422. Mr. NELSON of Nebraska sub-
mitted an amendment intended to be pro-
posed to amendment SA 1412 proposed by Mr.
DoMENICI (for himself, Ms. LANDRIEU, Mr.
THOMAS, Ms. MURKOWSKI, Mr. CAMPBELL, Mr.
SMITH, Mr. ALEXANDER, Mr. KyL, Mr. NELSON
of Nebraska, Mr. HAGEL, Mr. TALENT, Mr.
BUNNING, and Mr. COLEMAN) to the bill S. 14,
supra; which was ordered to lie on the table.

SA 1423. Mr. VOINOVICH submitted an
amendment intended to be proposed by him
to the bill S. 14, supra; which was ordered to
lie on the table.

SA 1424. Mr. GRASSLEY (for himself, Mr.
BAucus, Mr. DOMENICI, and Mr. BINGAMAN)
submitted an amendment intended to be pro-
posed by him to the bill S. 14, supra; which
was ordered to lie on the table.

SA 1425. Ms. CANTWELL submitted an
amendment intended to be proposed to
amendment SA 1412 proposed by Mr. DOMEN-
Ict (for himself, Ms. LANDRIEU, Mr. THOMAS,
Ms. MURKOWSKI, Mr. CAMPBELL, Mr. SMITH,
Mr. ALEXANDER, Mr. KyL, Mr. NELSON of Ne-
braska, Mr. HAGEL, Mr. TALENT, Mr.
BUNNING, and Mr. COLEMAN) to the bill S. 14,
supra; which was ordered to lie on the table.

SA 1426. Mr. LIEBERMAN submitted an
amendment intended to be proposed by him
to the bill S. 14, supra; which was ordered to
lie on the table.

SA 1427. Mr. BAUCUS (for himself and Mr.
GRASSLEY) submitted an amendment in-
tended to be proposed to amendment SA 1424
submitted by Mr. GRASSLEY (for himself, Mr.
BAucus, Mr. DOMENICI, and Mr. BINGAMAN)
and intended to be proposed to the bill S. 14,
supra; which was ordered to lie on the table.

SA 1428. Mr. INHOFE (for himself and Mr.
REID) submitted an amendment intended to
be proposed by him to the bill S. 14, supra;
which was ordered to lie on the table.

SA 1429. Mr. BREAUX submitted an
amendment intended to be proposed by him
to the bill S. 14, supra; which was ordered to
lie on the table.

SA 1430. Mr. BREAUX submitted an
amendment intended to be proposed by him
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to the bill S. 14, supra; which was ordered to
lie on the table.

SA 1431. Mr. GRASSLEY (for himself and
Mr. BAucus) submitted an amendment in-
tended to be proposed by him to the bill S.
14, supra; which was ordered to lie on the
table.

SA 1432. Mr. FRIST proposed an amend-
ment to the bill S. 14, supra.

SA 1433. Mr. FRIST proposed an amend-
ment to the bill S. 14, supra.

SA 1434. Mr. FRIST proposed an amend-
ment to amendment SA 1433 proposed by Mr.
FRIST to the bill S. 14, supra.

SA 1435. Mr. FRIST (for Mr. CAMPBELL)
proposed an amendment to the bill S. 523, to
make technical corrections to law relating
to Native Americans, and for other purposes.

——
TEXT OF AMENDMENTS
SA 1419. Ms. CANTWELL (for herself,

Mr. BINGAMAN, Mrs. FEINSTEIN, Mr.
HOLLINGS, Mr. WYDEN, Mrs. BOXER,
Mrs. MURRAY, Mr. HARKIN, and Mr.

ROCKEFELLER) proposed an amendment
to amendment SA 1412 proposed by Mr.
DoMENICI (for himself, Ms. LANDRIEU,
Mr. THOMAS, Ms. MURKOWSKI, Mr.
CAMPBELL, Mr. SMITH, Mr. ALEXANDER,
Mr. KyL, Mr. NELSON of Nebraska, Mr.
HAGEL, Mr. TALENT, Mr. BUNNING, and
Mr. COLEMAN) to the bill S. 14, to en-
hance the energy security of the
United States, and for other purposes;
as follows:

In the pending amendment,

Strike section 1172 and
lowing:

SEC. 1172. MARKET MANIPULATION.

(a) PRroHIBITION.—Part Il of the Federal
Power Act (as amended by section 1171) is
amended by adding at the end the following:
“SEC. 219. PROHIBITION ON MARKET MANIPULA-

TION.

“It shall be unlawful for any person, di-
rectly or indirectly, to use or employ, in con-
nection with the purchase or sale of electric
energy or the purchase or sale of trans-
mission services subject to the jurisdiction
of the Commission, any manipulative or de-
ceptive device or contrivance in contraven-
tion of such regulations as the Commission
may promulgate as appropriate in the public
interest or for the protection of electric rate-
payers.”.

(b) RATES RESULTING FROM MARKET MANIP-
ULATION.—Section 205(a) of the Federal
Power Act (16 U.S.C. 824d(a)) is amended by
inserting after ‘‘not just and reasonable’ the
following: “‘or that result from a manipula-
tive or deceptive device or contrivance in
violation of a regulation promulgated under
section 219”.

(c) ADDITIONAL REMEDY FOR MARKET MA-
NIPULATION.—Section 206 of the Federal
Power Act (16 U.S.C. 824e) is amended by
adding at the end the following:

‘“(e) REMEDY FOR MARKET MANIPULATION.—
If the Commission finds that a public utility
has knowingly employed any manipulative
or deceptive device or contrivance in viola-
tion of a regulation promulgated under sec-
tion 219, the Commission shall, in addition to
any other remedy available under this Act,
revoke the authority of the public utility to
charge market-based rates.”.

insert the fol-

SA 1420. Mr. JEFFORDS submitted
an amendment intended to be proposed
to amendment SA 1412 proposed by Mr.
DomMENICI (for himself, Ms. LANDRIEU,
Mr. THOMAS, Ms. MURKOWSKI, Mr.
CAMPBELL, Mr. SMITH, Mr. ALEXANDER,
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Mr. KyL, Mr. NELSON of Nebraska, Mr.
HAGEL, Mr. TALENT, Mr. BUNNING, and
Mr. COLEMAN) to the bill S. 14, to en-
hance the energy security of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:

On page 19 strike line 6 through line 18 and
insert:

(a) NET METERING.—

(1) Each electric utility shall make avail-
able upon request net metering service to
any electric consumer that the electric util-
ity serves.

(2) For purposes of implementing this para-
graph, any reference contained in this sec-
tion to the date of enactment of the Public
Utility Regulatory Policies Act of 1978 shall
be deemed to be a reference to the date of en-
actment of this paragraph.

SA 1421. Mr. JEFFORDS submitted
an amendment intended to be proposed
to amendment SA 1412 proposed by Mr.
DoMmENICI (for himself, Ms. LANDRIEU,
Mr. THOMAS, Ms. MURKOWSKI, Mr.
CAMPBELL, Mr. SMITH, Mr. ALEXANDER,
Mr. KyL, Mr. NELSON of Nebraska, Mr.
HAGEL, Mr. TALENT, Mr. BUNNING, and
Mr. COLEMAN) to the bill S. 14, to en-
hance the energy security of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:

At the appropriate place, insert the fol-
lowing:

Subtitle I—System Benefits
SEC. 1192. SYSTEM BENEFITS FUND.

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

(1) ADMINISTRATOR.—The term ‘“‘Adminis-
trator’” means the Administrator of the En-
vironmental Protection Agency.

(2) BOARD.—The term ‘“‘Board’ means the
Board established under this section.

(3) CoMMISSION.—The term ‘‘Commission”
means the Federal Energy Regulatory Com-
mission.

(4) FuND.—The term ““Fund” means the
System Benefits Trust Fund established by
this section.

(5) RENEWABLE ENERGY.—The term ‘“‘renew-
able energy”’ means electricity generated
from wind, organic waste (excluding inciner-
ated municipal solid waste), or biomass (in-
cluding anaerobic digestion from farm sys-
tems and landfill gas recovery) or a geo-
thermal, solar thermal, or photovoltaic
source. For purposes of this paragraph, a
farm system is an electric generating facil-
ity that generates electric energy from the
anaerobic digestion of agricultural waste
produced by farming that is located on the
farm where substantially all of the waste
used in produced.

(6) SECRETARY.—The term
means the Secretary of Energy.

(b) BOARD.—

(1) ESTABLISHMENT.—The Secretary shall
establish a System Benefits Trust Fund
Board to carry out the functions and respon-
sibilities described in this section.

(2) MEMBERSHIP.—The Board shall be com-
posed of—

(A) 1 representative of the Federal Energy
Regulatory Commission appointed by the
Federal Energy Regulatory Commission;

(B) 2 representatives of the Secretary of
Energy appointed by the Secretary of En-
ergy;

?g) 2 persons nominated by the National
Association of Regulatory Utility Commis-
sioners and appointed by the Secretary;

(D) 1 person nominated by the National As-
sociation of State Utility Consumer advo-
cates and appointed by the Secretary;

““Secretary”’
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(E) 1 person nominated by the National As-
sociation of State Energy Officials and ap-
pointed by the Secretary;

(F) 1 person nominated by the National En-
ergy Assistance Directors’ Association and
appointed by the Secretary; and

(G) 1 representative of the Environmental
Protection Agency appointed by the Admin-
istrator.

(3) CHAIRPERSON.—The Secretary shall se-
lect a member of the Board to serve as Chair-
person of the Board.

(c) ESTABLISHMENT OF FUND.—

(1) IN GENERAL.—The Board shall establish
an account or accounts at one of more finan-
cial institutions, which account or accounts
shall be known as the System Benefits Trust
Fund consisting of amounts deposited in the
fund under subsection (d).

(2) STATUS OF FUND.—The wires charges
collected under subsection (e) and deposited
in the Fund—

(A) shall not constitute funds of the United
States;

(B) shall be held in trust by the Board sole-
ly for the purposes stated in subsection (d);
and

(C) shall not be available to meet any obli-
gations of the United States.

(d) UsSe oF FUNDS.—

(1) FUNDING OF STATE PROGRAMS.—Amounts
in the Fund shall be used by the Board to
provide matching funds to States and Indian
tribes for the support of State or tribal pub-
lic benefits programs relating to—

(A) energy conservation and efficiency;

(B) renewable energy sources;

(C) assisting low-income households in
meeting their home energy needs; or

(D) research and development in areas de-
scribed in subparagraphs (A) through (C).

(2) DISTRIBUTION.—

(A) In general.—Except for amounts needed
to pay costs of the Board in carrying out its
duties under this section, the Board shall
distribute all amounts in the Fund to States
or Indian tribes to fund public benefits pro-
grams under paragraph (1).

(B) FUNDS SHARE.—

(i) IN GENERAL.—Subject to clause (iii), the
Fund share of a public benefits program
funded under paragraph (1) shall be 50 per-
cent.

(ii) PROPORTIONATE REDUCTION.—ToO the ex-
tent that the amount of matching funds re-
quested by States and Indian tribes exceeds
the maximum projected revenues of the
Fund, the matching funds distributed to the
States and Indian tribes shall be reduced by
an amount that is proportionate to each
State’s annual consumption of electricity
compared to the Nation’s aggregate annual
consumption of electricity.

(iii) ADDITIONAL STATE OR INDIAN TRIBE
FUNDING.—A State or Indian tribe may apply
funds to public benefits programs in addition
to the amount of funds applied for the pur-
pose of matching the Fund share.

(3) PROGRAM CRITERIA.—The Board shall
recommend eligibility criteria for public
benefits programs funded under this section
for approval by the Secretary of Energy.

(4) ApPLICATION.—Not later than August 1
of each year beginning in 2002, a State or In-
dian tribe seeking matching funds for the
following fiscal year shall file with the
Board, in such form as the Board may re-
quire, an application—

(A) certifying that the funds will be used
for an eligible public benefits program;

(B) stating the amount of State or Indian
tribe funds earmarked for the program; and

(C) summarizing how System Benefit Trust
Fund funds from the previous calendar year
(if any) were spent by the State and what the
State accomplished as a result of these ex-
penditures.

(e) WIRES CHARGE.—
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(1) DETERMINATION OF NEEDED FUNDING.—
Not later than August 1 of each year, the
Board shall determine and inform the Fed-
eral Energy Regulatory Commission of the
aggregate amount of wires charges that will
be necessary to be paid into the Fund to pay
matching funds to States and Indian tribes
and pay the operating costs of the Board in
the following fiscal year.

(2) IMPOSITION OF WIRES CHARGE.—

(A) IN GENERAL.—Not later than December
15 of each year, the Federal Energy Regu-
latory Commission shall impose a
nonbypassable, competitively neutral wires
charge, to be paid directly into the Fund by
the operator of the wire, on electricity car-
ried through the wire (measured as it exits
the busbar at a generation facility, or, for
electricity generated outside the United
States, at the point of delivery to the wire
operator’s system) in interstate commerce.

(B) AMOUNT.—The wires charge shall be set
at a rate equal to the lesser of

(i) 2.0 mills per kilowatt hour; or

(ii) a rate that is estimated to result in the
collection of an amount of wires charges
that is as nearly as possible equal to the
amount of needed funding determined under
paragraph (1).

(3) DEPOSIT IN THE FUND.—The wires charge
shall be paid by the operator of the wire di-
rectly into the Fund at the end of each
month during the calendar year for distribu-
tion by the Board under subsection (c).

(4) PENALTIES.—The Federal Energy Regu-
latory Commission may assess against a wire
operator that fails to pay a wires charge as
required by this subsection a civil penalty in
an amount equal to not more than the
amount of the unpaid wires charge.

(e) AUDITING.—

(1) IN GENERAL.—The Fund shall be audited
annually by a firm or independent certified
public accountants in accordance with gen-
erally accepted auditing standards.

(2) ACCESs TO RECORDS.—Representatives of
the Secretary of Energy and the Federal En-
ergy Regulatory Commission shall have ac-
cess to all books, accounts, reports, files, and
other records pertaining to the Fund as nec-
essary to facilitate and verify the audit.

(3) REPORTS.—

(A) IN GENERAL.—A report on each audit
shall be submitted to the Secretary of En-
ergy, the Federal Energy Regulatory Com-
mission, and the Secretary of the Treasury,
who shall submit the report to the President
and Congress not later than 180 days after
the close of the fiscal year.

(B) REQUIREMENTS.—AN audit report
shall—

(i) set for the scope of the audit; and

(ii) include—

() a statement of assets and liabilities,
capital, and surplus or deficit;

(1) a surplus or deficit analysis;

(111) a statement of income and expenses;

(IV) any other information that may be
considered necessary to keep the President
and Congress informed of the operations and
financial condition of the Fund; and

(V) any recommendations with respect to
the Fund that the Secretary of Energy or the
Federal Energy Regulatory Commission may
have.

SA 1422. Mr. NELSON of Nebraska
submitted an amendment intended to
be proposed to amendment SA 1412 pro-
posed by Mr. DoMENICI (for himself, Ms.
LANDRIEU, Mr. THOMAS, Ms. MuUR-
KOWSKI, Mr. CAMPBELL, Mr. SMITH, Mr.
ALEXANDER, Mr. KyL, Mr. NELSON of
Nebraska, Mr. HAGEL, Mr. TALENT, Mr.
BUNNING, and Mr. COLEMAN) to the bill
S. 14, to enhance the energy security of
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the United States, and for other pur-
poses; which was ordered to lie on the
table; as follows:

At the appropriate place insert the fol-
lowing:

““(6) ELECTRIC UTILITY.—The term ‘electric
utility’ does not include—

“(A) the United States;

“(B) a State or political subdivision of a
State;

“(C) an agency, authority, or instrumen-
tality of the United States, a State, or polit-
ical subdivision of a State; or

‘(D) an electric cooperative.

SA 1423. Mr. VOINOVICH submitted
an amendment intended to be proposed
by him to the bill S. 14, to enhance the
energy security of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

On page 145, between lines 18 and 19, insert
the following:

Subtitle D—Growth of Nuclear Energy
SEC.4 . COMBINED LICENSE PERIODS.

Section 103c. of the Atomic Energy Act of
1954 (42 U.S.C. 2133(c)) is amended—

(1) by striking ‘“‘c. Each such” and insert-
ing the following:

‘“c. LICENSE PERIOD.—

““(1) IN GENERAL.—Each such’’; and

(2) by adding at the end the following:

““(2) COMBINED LICENSES.—In the case of a
combined construction and operating license
issued under section 185(b), the duration of
the operating phase of the license period
shall not be less than the duration of the op-
erating license if application had been made
for separate construction and operating li-
censes.”.

Subtitle E—NRC Regulatory Reform
SEC.4 . ANTITRUST REVIEW.

(a) IN GENERAL.—Section 105 of the Atomic
Energy Act of 1954 (42 U.S.C. 2135) is amended
by adding at the end the following:

“d. ANTITRUST LAWS.—

““(1) NOTIFICATION.—EXxcept as provided in
paragraph (4), when the Commission pro-
poses to issue a license under section 103 or
104b., the Commission shall notify the Attor-
ney General of the proposed license and the
proposed terms and conditions of the license.

““(2) ACTION BY THE ATTORNEY GENERAL.—
Within a reasonable time (but not more than
90 days) after receiving notification under
paragraph (1), the Attorney General shall
submit to the Commission and publish in the
Federal Register a determination whether,
insofar as the Attorney General is able to de-
termine, the proposed license would tend to
create or maintain a situation inconsistent
with the antitrust laws.

“(3) INFORMATION.—On the request of the
Attorney General, the Commission shall fur-
nish or cause to be furnished such informa-
tion as the Attorney General determines to
be appropriate or necessary to enable the At-
torney General to make the determination
under paragraph (2).

““(4) APPLICABILITY.—This subsection shall
not apply to such classes or type of licenses
as the Commission, with the approval of the
Attorney General, determines would not sig-
nificantly affect the activities of a licensee
under the antitrust laws.”.

(b) CONFORMING AMENDMENT.—Section 105c.
of the Atomic Energy Act of 1954 (42 U.S.C.
2135(c)) is amended by adding at the end the
following:

““(9) APPLICABILITY.—This subsection does
not apply to an application for a license to
construct or operate a utilization facility
under section 103 or 104b. that is filed on or
after the date of enactment of subsection
d.”.

CONGRESSIONAL RECORD — SENATE

SEC.4 . DECOMMISSIONING.

(a) AUTHORITY OVER FORMER LICENSEES
FOR DECOMMISSIONING  FUNDING.—Section
161i. of the Atomic Energy Act of 1954 (42
U.S.C. 2201(i)) is amended—

(1) by striking ‘‘and (3)”
“(3)”"; and

(2) by inserting before the semicolon at the
end the following: **, and (4) to ensure that
sufficient funds will be available for the de-
commissioning of any production or utiliza-
tion facility licensed under section 103 or
104b., including standards and restrictions
governing the control, maintenance, use, and
disbursement by any former licensee under
this Act that has control over any fund for
the decommissioning of the facility”.

(b) TREATMENT OF NUCLEAR REACTOR FI-
NANCIAL OBLIGATIONS.—Section 523 of title
11, United States Code, is amended by adding
at the end the following:

“(f) TREATMENT OF NUCLEAR REACTOR FI-
NANCIAL OBLIGATIONS.—Notwithstanding any
other provision of this title—

““(1) any funds or other assets held by a li-
censee or former licensee of the Nuclear Reg-
ulatory Commission, or by any other person,
to satisfy the responsibility of the licensee,
former licensee, or any other person to com-
ply with a regulation or order of the Nuclear
Regulatory Commission governing the de-
contamination and decommissioning of a nu-
clear power reactor licensed under section
103 or 104b. of the Atomic Energy Act of 1954
(42 U.S.C. 2133, 2134(b)) shall not be used to
satisfy the claim of any creditor in any pro-
ceeding under this title, other than a claim
resulting from an activity undertaken to
satisfy that responsibility, until the decon-
tamination and decommissioning of the nu-
clear power reactor is completed to the satis-
faction of the Nuclear Regulatory Commis-
sion;

‘“(2) obligations of licensees, former licens-
ees, or any other person to use funds or other
assets to satisfy a responsibility described in
paragraph (1) may not be rejected, avoided,
or discharged in any proceeding under this
title or in any liquidation, reorganization,
receivership, or other insolvency proceeding
under Federal or State law; and

““(3) private insurance premiums and stand-
ard deferred premiums held and maintained
in accordance with section 170b. of the Atom-
ic Energy Act of 1954 (42 U.S.C. 2210(b)) shall
not be used to satisfy the claim of any cred-
itor in any proceeding under this title, until
the indemnification agreement executed in
accordance with section 170c. of that Act (42
U.S.C. 2210(c)) is terminated.”.

Subtitle F—NRC Personnel Crisis
SEC.4 . ELIMINATION OF PENSION OFFSET.

Section 161 of the Atomic Energy Act of
1954 (42 U.S.C. 2201) is amended by adding at
the end the following:

“y. exempt from the application of sec-
tions 8344 and 8468 of title 5, United States
Code, an annuitant who was formerly an em-
ployee of the Commission who is hired by the
Commission as a consultant, if the Commis-
sion finds that the annuitant has a skill that
is critical to the performance of the duties of
the Commission.”.

SEC.4 . NRC TRAINING PROGRAM.

(a) IN GENERAL.—IN order to maintain the
human resource investment and infrastruc-
ture of the United States in the nuclear
sciences, health physics, and engineering
fields, in accordance with the statutory au-
thorities of the Commission relating to the
civilian nuclear energy program, the Nuclear
Regulatory Commission shall carry out a
training and fellowship program to address
shortages of individuals with critical safety
skills.

(b) AUTHORIZATION OF APPROPRIATIONS.—

(1) IN GENERAL.—There are authorized to be
appropriated to carry out this section

and inserting

S10299

$1,000,000 for each of fiscal years 2004 through
2007.

(2) AVAILABILITY.—Funds made available
under paragraph (1) shall remain available
until expended.

SA 1424. Mr. GRASSLEY (for him-
self, Mr. BAucus, Mr. DOMENICI, and
Mr. BINGAMAN) submitted an amend-
ment intended to be proposed by him
to the bill S. 14, to enhance the energy
security of the United States, and for
other purposes; which was ordered to
lie on the table; as follows:

At the end add the following:

DIVISION B—ENERGY TAX INCENTIVES
SECTION 1. SHORT TITLE; ETC.

(@) SHORT TITLE.—This division may be
cited as the “Energy Tax Incentives Act of
2003,

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this division an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) TABLE OF CONTENTS.—The table of con-
tents for this division is as follows:

Sec. 1. Short title; etc.

TITLE I—RENEWABLE ELECTRICITY

PRODUCTION TAX CREDIT
Sec. 101. Extension and expansion of credit
for electricity produced from
certain renewable resources.
TITLE II—ALTERNATIVE MOTOR
VEHICLES AND FUELS INCENTIVES

Sec. 201. Alternative motor vehicle credit.

Sec. 202. Modification of credit for qualified
electric vehicles.

Credit for installation of alter-
native fueling stations.

Credit for retail sale of alternative
fuels as motor vehicle fuel.

Small ethanol producer credit.

Increased flexibility in alcohol
fuels tax credit.

Incentives for biodiesel.

Alcohol fuel and biodiesel mixtures
excise tax credit.

Sale of gasoline and diesel fuel at
duty-free sales enterprises.

TITLE I11—CONSERVATION AND ENERGY

EFFICIENCY PROVISIONS

Credit for construction of new en-
ergy efficient home.

Credit for energy efficient appli-
ances.

Credit for residential energy effi-
cient property.

Credit for business installation of
qualified fuel cells and sta-
tionary microturbine power
plants.

Energy efficient commercial build-
ings deduction.

Three-year applicable recovery pe-
riod for depreciation of quali-
fied energy management de-
vices.

Three-year applicable recovery pe-
riod for depreciation of quali-
fied water submetering devices.

Energy credit for combined heat
and power system property.

Credit for energy efficiency im-
provements to existing homes.

TITLE IV—CLEAN COAL INCENTIVES
Subtitle A—Credit for Emission Reductions

and Efficiency Improvements in Existing

Coal-Based Electricity Generation Facili-

ties

Sec. 401. Credit for production from a quali-

fying clean coal technology
unit.

Sec. 203.

Sec. 204.

205.
206.

Sec.
Sec.

207.
208.

Sec.
Sec.

Sec. 209.

Sec. 301.

Sec. 302.
Sec. 303.

Sec. 304.

Sec. 305.

Sec. 306.

Sec. 307.

Sec. 308.

Sec. 309.
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Subtitle B—Incentives for Early Commercial
Applications of Advanced Clean Coal Tech-
nologies

Sec. 411. Credit for investment in qualifying
advanced clean coal tech-
nology.

Sec. 412. Credit for production from a quali-
fying advanced clean coal tech-
nology unit.

Subtitle C—Treatment of Persons Not Able
To Use Entire Credit

Sec. 421. Treatment of persons not able to
use entire credit.

TITLE V—OIL AND GAS PROVISIONS
Sec. 501. Qil and gas from marginal wells.
Sec. 502. Natural gas gathering lines treated

as 7-year property.

Sec. 503. Expensing of capital costs incurred
in complying with Environ-
mental Protection Agency sul-
fur regulations.

Sec. 504. Environmental tax credit.

Sec. 505. Determination of small refiner ex-
ception to oil depletion deduc-
tion.

Sec. 506. Marginal production income limit
extension.

Sec. 507. Amortization of delay rental pay-
ments.

Sec. 508. Amortization of geological and geo-
physical expenditures.

Sec. 509. Extension and modification of cred-
it for producing fuel from a
nonconventional source.

Sec. 510. Natural gas distribution lines
treated as 15-year property.

Sec. 511. Credit for Alaska natural gas.

Sec. 512. Certain Alaska natural gas pipeline
property treated as 7-year prop-
erty.

Sec. 513. Arbitrage rules not to apply to pre-
payments for natural gas.

TITLE VI—ELECTRIC UTILITY
RESTRUCTURING PROVISIONS
Sec. 601. Modifications to special rules for

nuclear decommissioning costs.

602. Treatment of certain income of co-
operatives.

603. Sales or dispositions to implement
Federal Energy Regulatory
Commission or State electric
restructuring policy.

TITLE VII—ADDITIONAL PROVISIONS

Sec. 701. Extension of accelerated deprecia-
tion and wage credit benefits on
Indian reservations.

Sec. 702. Study of effectiveness of certain
provisions by GAO.

Sec. 703. Repeal of 4.3-cent motor fuel excise
taxes on railroads and inland
waterway transportation which
remain in general fund.

Sec. 704. Expansion of research credit.
TITLE VIII—REVENUE PROVISIONS
Subtitle A—Provisions Designed To Curtail

Tax Shelters

Penalty for failing to disclose re-

portable transaction.

Accuracy-related penalty for listed

transactions and other report-
able transactions having a sig-
nificant tax avoidance purpose.

Tax shelter exception to confiden-

tiality privileges relating to
taxpayer communications.

Disclosure of reportable trans-

actions.

Modifications to penalty for failure

to register tax shelters.

Modification of penalty for failure

to maintain lists of investors.

Penalty on promoters of tax shel-

ters.
Subtitle B—Provisions to Discourage
Corporate Expatriation

Sec. 821. Tax treatment of inverted cor-

porate entities.

Sec.

Sec.

Sec. 801.

Sec. 802.

Sec. 803.

Sec. 804.

Sec. 805.
Sec. 806.

Sec. 807.
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Sec. 822. Excise tax on stock compensation
of insiders in inverted corpora-
tions.

Sec. 823. Reinsurance of United States risks
in foreign jurisdictions.

Subtitle C—Other Revenue Provisions

Sec. 831. Extension of Internal Revenue
Service user fees.

Sec. 832. Addition of vaccines against hepa-
titis A to list of taxable vac-
cines.

Individual
tax.
TITLE I—RENEWABLE ELECTRICITY

PRODUCTION TAX CREDIT
SEC. 101. EXTENSION AND EXPANSION OF CREDIT
FOR ELECTRICITY PRODUCED FROM
CERTAIN RENEWABLE RESOURCES.

(a) EXPANSION OF QUALIFIED ENERGY RE-
SOURCES.—Subsection (c) of section 45 (relat-
ing to electricity produced from certain re-
newable resources) is amended to read as fol-
lows:

‘“(c) QUALIFIED ENERGY RESOURCES.—For
purposes of this section—

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

“(A) wind,

““(B) closed-loop biomass,

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

‘(D) geothermal energy,

*“(E) solar energy,

“(F) small irrigation power,

““(G) biosolids and sludge, and

““(H) municipal solid waste.”’.

‘“(2) CLOSED-LOOP BIOMASS.—The term
‘closed-loop biomass’ means any organic ma-
terial from a plant which is planted exclu-
sively for purposes of being used at a quali-
fied facility to produce electricity.

““(3) BIoMASS.—

“(A) IN GENERAL.—The term
means—

(i) any agricultural livestock waste nutri-
ents, or

“(if) any solid, nonhazardous, cellulosic
waste material which is segregated from
other waste materials and which is derived
from—

“(1) any of the following forest-related re-
sources: mill and harvesting residues,
precommercial thinnings, slash, and brush,

““(I1) solid wood waste materials, including
waste pallets, crates, dunnage, manufac-
turing and construction wood wastes (other
than pressure-treated, chemically-treated, or
painted wood wastes), and landscape or
right-of-way tree trimmings, but not includ-
ing municipal solid waste, gas derived from
the biodegradation of solid waste, or paper
which is commonly recycled, or

“(111) agriculture sources, including or-
chard tree crops, vineyard, grain, legumes,
sugar, and other crop by-products or resi-
dues.

““(B) AGRICULTURAL LIVESTOCK WASTE NU-
TRIENTS.—

“(i) IN GENERAL.—The term ‘agricultural
livestock waste nutrients’ means agricul-
tural livestock manure and litter, including
wood shavings, straw, rice hulls, and other
bedding material for the disposition of ma-
nure.

““(if) AGRICULTURAL LIVESTOCK.—The term
‘agricultural livestock’ includes bovine,
swine, poultry, and sheep.

‘“(4) GEOTHERMAL ENERGY.—The term ‘geo-
thermal energy’ means energy derived from
a geothermal deposit (within the meaning of
section 613(e)(2)).

““(5) SMALL IRRIGATION POWER.—The term
‘small irrigation power’ means power—

“(A) generated without any dam or im-
poundment of water through an irrigation
system canal or ditch, and

‘“(B) the installed capacity of which is less
than 5 megawatts.

Sec. 833. expatriation to avoid
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“‘(6) BIOSOLIDS AND SLUDGE.—The term ‘bio-
solids and sludge’ means the residue or solids
removed in the treatment of commercial, in-
dustrial, or municipal wastewater.

“(7) MUNICIPAL SOLID WASTE.—The term
‘municipal solid waste’ has the meaning
given the term ‘solid waste’ under section
2(27) of the Solid Waste Disposal Act (42
U.S.C. 6903).”.

(b) EXTENSION AND EXPANSION OF QUALIFIED
FACILITIES.—

(1) IN GENERAL.—Section 45 is amended by
redesignating subsection (d) as subsection (e)
and by inserting after subsection (c) the fol-
lowing new subsection:

““(d) QUALIFIED FACILITIES.—For purposes
of this section—

“(1) WIND FACILITY.—In the case of a facil-
ity using wind to produce electricity, the
term ‘qualified facility’ means any facility
owned by the taxpayer which is originally
placed in service after December 31, 1993, and
before January 1, 2007.

*“(2) CLOSED-LOOP BIOMASS FACILITY.—

“(A) IN GENERAL.—INn the case of a facility
using closed-loop biomass to produce elec-
tricity, the term ‘qualified facility’ means
any facility—

“(i) owned by the taxpayer which is origi-
nally placed in service after December 31,
1992, and before January 1, 2007, or

“(ii) owned by the taxpayer which before
January 1, 2007, is originally placed in serv-
ice and modified to use closed-loop biomass
to co-fire with coal, with other biomass, or
with both, but only if the modification is ap-
proved under the Biomass Power for Rural
Development Programs or is part of a pilot
project of the Commodity Credit Corporation
as described in 65 Fed. Reg. 63052.

“(B) SPECIAL RULES.—In the case of a
qualified facility described in subparagraph
A)(iD)—

‘(i) the 10-year period referred to in sub-
section (a) shall be treated as beginning no
earlier than the date of the enactment of the
Energy Tax Incentives Act of 2003,

‘(i) the amount of the credit determined
under subsection (a) with respect to the fa-
cility shall be an amount equal to the
amount determined without regard to this
clause multiplied by the ratio of the thermal
content of the closed-loop biomass used in
such facility to the thermal content of all
fuels used in such facility, and

“(iit) if the owner of such facility is not
the producer of the electricity, the person el-
igible for the credit allowable under sub-
section (a) shall be the lessee or the operator
of such facility.

““(3) BIOMASS FACILITY.—

“(A) IN GENERAL.—IN the case of a facility
using biomass (other than closed-loop bio-
mass) to produce electricity, the term ‘quali-
fied facility’ means any facility owned by
the taxpayer which—

“(i) in the case of a facility using agricul-
tural livestock waste nutrients, is originally
placed in service after the date of the enact-
ment of the Energy Tax Incentives Act of
2003 and before January 1, 2007, and

‘(i) in the case of any other facility, is
originally placed in service before January 1,
2005.

““(B) SPECIAL RULES FOR PREEFFECTIVE
DATE FACILITIES.—In the case of any facility
described in subparagraph (A)(ii) which is
placed in service before the date of the en-
actment of such Act—

“(i) subsection (a)(1) shall be applied by
substituting ‘1.2 cents’ for ‘1.5 cents’, and

““(ii) the 5-year period beginning on Janu-
ary 1, 2004, shall be substituted for the 10-
year period in subsection (a)(2)(A)(ii).

“(C) CREDIT ELIGIBILITY.—In the case of
any facility described in subparagraph (A), if
the owner of such facility is not the producer
of the electricity, the person eligible for the
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credit allowable under subsection (a) shall be
the lessee or the operator of such facility.

““(4) GEOTHERMAL OR SOLAR ENERGY FACIL-
ITY. —

“(A) IN GENERAL.—IN the case of a facility
using geothermal or solar energy to produce
electricity, the term ‘qualified facility’
means any facility owned by the taxpayer
which is originally placed in service after
the date of the enactment of the Energy Tax
Incentives Act of 2003 and before January 1,
2007.

“(B) SPECIAL RULE.—In the case of any fa-
cility described in subparagraph (A), the 5-
year period beginning on the date the facil-
ity was originally placed in service shall be
substituted for the 10-year period in sub-
section (a)(2)(A)(ii).

““(5) SMALL IRRIGATION POWER FACILITY.—In
the case of a facility using small irrigation
power to produce electricity, the term
‘qualified facility’ means any facility owned
by the taxpayer which is originally placed in
service after the date of the enactment of
the Energy Tax Incentives Act of 2003 and
before January 1, 2007.

‘“(6) BIOSOLIDS AND SLUDGE FACILITY.—In
the case of a facility using waste heat from
the incineration of biosolids and sludge to
produce electricity, the term ‘qualified facil-
ity’ means any facility owned by the tax-
payer which is originally placed in service
after the date of the enactment of the En-
ergy Tax Incentives Act of 2003 and before
January 1, 2007. Such term shall not include
any property described in section 48(a)(6) the
basis of which is taken into account for pur-
poses of the energy credit under section 46.

““(7) MUNICIPAL SOLID WASTE FACILITY.—

“(A) IN GENERAL.—IN the case of a facility
or unit incinerating municipal solid waste to
produce electricity, the term ‘qualified facil-
ity’ means any facility or unit owned by the
taxpayer which is originally placed in serv-
ice after the date of the enactment of the
Energy Tax Incentives Act of 2003 and before
January 1, 2007.

“(B) SPECIAL RULE.—In the case of any fa-
cility or unit described in subparagraph (A),
the 5-year period beginning on the date the
facility or unit was originally placed in serv-
ice shall be substituted for the 10-year period
in subsection (a)(2)(A)(ii).

“(C) CREDIT ELIGIBILITY.—In the case of
any qualified facility described in subpara-
graph (A), if the owner of such facility is not
the producer of the electricity, the person el-
igible for the credit allowable under sub-
section (a) shall be the lessee or the operator
of such facility.”.

(2) NO CREDIT FOR CERTAIN PRODUCTION.—
Section 45(e) (relating to definitions and spe-
cial rules), as redesignated by paragraph (1),
is amended by striking paragraph (6) and in-
serting the following new paragraph:

‘“(6) OPERATIONS INCONSISTENT WITH SOLID
WASTE DISPOSAL ACT.—In the case of a quali-
fied facility described in subsection (d)(6)(A),
subsection (a) shall not apply to electricity
produced at such facility during any taxable
year if, during a portion of such year, there
is a certification in effect by the Adminis-
trator of the Environmental Protection
Agency that such facility was permitted to
operate in a manner inconsistent with sec-
tion 4003(d) of the Solid Waste Disposal Act
(42 U.S.C. 6943(d)).”.

(3) CONFORMING AMENDMENT.—Section 45(e),
as so redesignated, is amended by striking
“‘subsection (c)(3)(A)” in paragraph (7)(A)(i)
and inserting ‘‘subsection (d)(1)”.

(c) CREDIT RATE FOR ELECTRICITY PRO-
DUCED FROM NEW FACILITIES.—

(1) IN GENERAL.—Section 45(a) is amended
by adding at the end the following new flush
sentence:

“In the case of electricity produced after 2003
at any qualified facility originally placed in
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service after the date of the enactment of
the Energy Tax Incentives Act of 2003, para-
graph (1) shall be applied by substituting ‘1.8
cents’ for ‘1.5 cents’.”.

(2) NEW RATE NOT SUBJECT TO INFLATION AD-
JUSTMENT.—Section 45(b)(2) (relating to cred-
it and phaseout adjustment based on infla-
tion) is amended by adding at the end the
following new sentence: ‘‘This paragraph
shall not apply to any amount which is sub-
stituted for the 1.5 cent amount in sub-
section (@) by reason of any provision of this
section.””.

(d) ELIMINATION OF CERTAIN CREDIT REDUC-
TIONS.—Section 45(b)(3)(A) (relating to credit
reduced for grants, tax-exempt bonds, sub-
sidized energy financing, and other credits)
is amended—

(1) by striking clause (ii),

(2) by redesignating clauses (iii) and (iv) as
clauses (ii) and (iii),

(3) by inserting “‘(other than proceeds of an
issue of State or local government obliga-
tions the interest on which is exempt from
tax under section 103, or any loan, debt, or
other obligation incurred under subchapter |
of chapter 31 of title 7 of the Rural Elec-
trification Act of 1936 (7 U.S.C. 901 et seq.), as
in effect on the date of the enactment of the
Energy Tax Incentives Act of 2003)” after
“project” in clause (ii) (as so redesignated),

(4) by adding at the end the following new
sentence: ‘““This paragraph shall not apply
with respect to any facility described in sub-
section (d)(2)(A)(i1).”, and

(5) by striking ‘“TAX-EXEMPT BONDS,”” in the
heading and inserting ‘“‘CERTAIN"".

() TREATMENT OF PERSONS NOT ABLE TO
USE ENTIRE CREDIT.—Section 45(e) (relating
to definitions and special rules), as redesig-
nated by subsection (b)(1), is amended by
adding at the end the following new para-
graph:

‘“(8) TREATMENT OF PERSONS NOT ABLE TO
USE ENTIRE CREDIT.—

““(A) ALLOWANCE OF CREDIT.—

‘(i) IN GENERAL.—EXxcept as otherwise pro-
vided in this subsection—

“(1) any credit allowable under subsection
(a) with respect to a qualified facility owned
by a person described in clause (ii) may be
transferred or used as provided in this para-
graph, and

“(I1) the determination as to whether the
credit is allowable shall be made without re-
gard to the tax-exempt status of the person.

““(if) PERSONS DESCRIBED.—A person is de-
scribed in this clause if the person is—

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

“(I) an organization described in section
1381(a)(2)(C),

“(111) a public utility (as defined in section
136(c)(2)(B)), which is exempt from income
tax under this subtitle,

“(IV) any State or political subdivision
thereof, the District of Columbia, any pos-
session of the United States, or any agency
or instrumentality of any of the foregoing,
or

“(V) any Indian tribal government (within
the meaning of section 7871) or any agency or
instrumentality thereof.

““(B) TRANSFER OF CREDIT.—

“(i) IN GENERAL.—A person described in
subparagraph (A)(ii) may transfer any credit
to which subparagraph (A)(i) applies through
an assignment to any other person not de-
scribed in subparagraph (A)(ii). Such transfer
may be revoked only with the consent of the
Secretary.

““(ii) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
ensure that any credit described in clause (i)
is assigned once and not reassigned by such
other person.
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““(iil) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by a person described
in subclause (I11), (1V), or (V) of subpara-
graph (A)(ii) from the transfer of any credit
under clause (i) shall be treated as arising
from the exercise of an essential government
function.

“(C) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of a person described in subclause
(D, (1), or (V) of subparagraph (A)(ii), any
credit to which subparagraph (A)(i) applies
may be applied by such person, to the extent
provided by the Secretary of Agriculture, as
a prepayment of any loan, debt, or other ob-
ligation the entity has incurred under sub-
chapter | of chapter 31 of title 7 of the Rural
Electrification Act of 1936 (7 U.S.C. 901 et
seq.), as in effect on the date of the enact-
ment of the Energy Tax Incentives Act of
2003.

‘(D) CREDIT NOT INCOME.—AnNy transfer
under subparagraph (B) or use under sub-
paragraph (C) of any credit to which sub-
paragraph (A)(i) applies shall not be treated
as income for purposes of section 501(c)(12).

““(E) TREATMENT OF UNRELATED PERSONS.—
For purposes of subsection (a)(2)(B), sales of
electricity among and between persons de-
scribed in subparagraph (A)(ii) shall be treat-
ed as sales between unrelated parties.”.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to elec-
tricity produced and sold after the date of
the enactment of this Act, in taxable years
ending after such date.

(2) CERTAIN BIOMASS FACILITIES.—With re-
spect to any facility described in section
45(d)(3)(A)(ii) of the Internal Revenue Code of
1986, as added by subsection (b)(1), which is
placed in service before the date of the en-
actment of this Act, the amendments made
by this section shall apply to electricity pro-
duced and sold after December 31, 2003, in
taxable years ending after such date.

(3) CREDIT RATE FOR NEW FACILITIES.—The
amendments made by subsection (c) shall
apply to electricity produced and sold after
December 31, 2003, in taxable years ending
after such date.

(4) NONAPPLICATION OF AMENDMENTS TO
PREEFFECTIVE DATE POULTRY WASTE FACILI-
TIES.—The amendments made by this section
shall not apply with respect to any poultry
waste facility (within the meaning of section
45(c)(3)(C), as in effect on the day before the
date of the enactment of this Act) placed in
service on or before such date of enactment.

TITLE II—ALTERNATIVE MOTOR
VEHICLES AND FUELS INCENTIVES
SEC. 201. 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.) is amended by adding at the
end the following new section:

“SEC. 30B. 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
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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—

““(i) $1,000, if such vehicle achieves at least
150 percent but less than 175 percent of the
2002 model year city fuel economy,

‘(i) $1,500, if such vehicle achieves at least
175 percent but less than 200 percent of the
2002 model year city fuel economy,

“(iii) $2,000, if such vehicle achieves at
least 200 percent but less than 225 percent of
the 2002 model year city fuel economy,

“(iv) $2,500, if such vehicle achieves at
least 225 percent but less than 250 percent of
the 2002 model year city fuel economy,

““(v) $3,000, if such vehicle achieves at least
250 percent but less than 275 percent of the
2002 model year city fuel economy,

“(vi) $3,500, if such vehicle achieves at
least 275 percent but less than 300 percent of
the 2002 model year city fuel economy, and

“(vii) $4,000, if such vehicle achieves at
least 300 percent of the 2002 model year city
fuel economy.

““(B) 2002 MODEL YEAR CITY FUEL ECONOMY.—
For purposes of subparagraph (A), the 2002
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 2002 model year

weight class is: city fuel economy

1,500 or 1,750 1bS ...oviviniiiieeenn
2,000 lbs
2,250 Ibs
2,500 Ibs
2,750 lbs .
3,000 Ibs
3,500 Ibs
4,000 Ibs .
4,500 Ibs .
5,000 Ibs .
5,500 Ibs

7,000 to 8,500 Ibs
“(ii) In the case of a light truck:

“If vehicle inertia The 2002 model year
weight class is: city fuel economy

1,500 or 1,750 Ibs ...
2,000 Ibs
2,250 Ibs
2,500 Ibs
2,750 Ibs
3,000 Ibs
3,500 Ibs .
4,000 Ibs
4,500 Ibs
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“If wvehicle inertia The 2002 model year
weight class is: city fuel economy
1s:

5,000 1DS .oviiniiiiiiee e 16.1 mpg
5,500 I1DS .eviiiiiiiiie e 14.8 mpg
6,000 IDS .eviiniiii 13.7 mpg
6,500 IDS ..ovniiiii 12.8 mpg
7,000 t0 8,500 IbS ....evviiiiiiiiieeas 12.1 mpg.

““(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 Il 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 1 or more cells which convert chemical
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 Il 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.

““(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, medium duty passenger vehicle, or
light truck and which provides the following

percentage of the maximum available power:
“If percentage of the The credit amount is:

maximum available

power is:

At least 4 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 .........ccoeevveninnnnns $1,000.

July 30, 2003

“(ii) 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:

“(1) 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 $1,000
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 ...........cccoeeeneeennn. $2,500.

“@11) 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 ..........cccoeeevennnnnes $6,000.

“(111) 1If 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 ............ccceeeuieennns $10,000.

““(B) INCREASE FOR FUEL EFFICIENCY.—

“(i) AMOUNT.—The amount determined
under subparagraph (A)(i) with respect to a
new qualified hybrid motor vehicle which is
a passenger automobile or light truck shall
be increased by—

“(1) $500, if such vehicle achieves at least
125 percent but less than 150 percent of the
2002 model year city fuel economy,

““(11) $1,000, if such vehicle achieves at least
150 percent but less than 175 percent of the
2002 model year city fuel economy,

“(111) $1,500, if such vehicle achieves at
least 175 percent but less than 200 percent of
the 2002 model year city fuel economy,

“(1V) $2,000, if such vehicle achieves at
least 200 percent but less than 225 percent of
the 2002 model year city fuel economy,

“(V) $2,500, if such vehicle achieves at least
225 percent but less than 250 percent of the
2002 model year city fuel economy, and

“(VI1) $3,000, if such vehicle achieves at
least 250 percent of the 2002 model year city
fuel economy.

““(ii) 2002 MODEL YEAR CITY FUEL ECONOMY.—
For purposes of clause (i), the 2002 model
year city fuel economy with respect to a ve-
hicle shall be determined on a gasoline gal-
lon equivalent basis as determined by the



July 30, 2003

Administrator of the Environmental Protec-
tion Agency using the tables provided in sub-
section (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 increased 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 increased credit

amount is:
$3,000
$2,500
$2,000
.. $1,500.

“(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:

46The increased
credit amount is:
$7,750
$6,500
$5,250
.. $4,000.

“(iitf) 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 increased credit

amount is:

2003 .. .. $12,000

2004 .. .. $10,000

2005 .. $8,000

2006 $6,000.

‘““(D) DEFINITIONS RELATING TO CREDIT
AMOUNT.—

““(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 for 2008 and later
model year ottocycle heavy duty engines, as
applicable.

“(if) MAXIMUM AVAILABLE POWER.—

“(I) PASSENGER AUTOMOBILE, MEDIUM DUTY
PASSENGER VEHICLE, OR LIGHT TRUCK.—For
purposes of subparagraph (A)(i), the term
‘maximum available power’ means the max-
imum power available from the rechargeable
energy storage system, during a standard 10
second pulse power or equivalent test, di-
vided by such maximum power and the SAE
net power of the heat engine.

“(I1) HEAVY DUTY HYBRID MOTOR VEHICLE.—
For purposes of subparagraph (A)(ii), the
term ‘maximum available power’ means the
maximum power available from the re-
chargeable energy storage system, during a
standard 10 second pulse power or equivalent
test, divided by the vehicle’s total traction
power. The term ‘total traction power’
means the sum of the peak power from the
rechargeable energy storage system and the
heat engine peak power of the vehicle, ex-
cept that if such storage system is the sole
means by which the vehicle can be driven,
the total traction power is the peak power of
such storage system.

““(3) NEW QUALIFIED HYBRID MOTOR VEHI-
CLE.—For purposes of this subsection—

“(A) IN GENERAL.—The term ‘new qualified
hybrid motor vehicle’ means a motor vehi-
cle—

“(i) which draws propulsion energy from
onboard sources of stored energy which are
both—

“(1) an internal combustion or heat engine
using consumable fuel, and
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“(I11) a rechargeable energy storage system,

““(if) which, in the case of a passenger auto-
mobile, medium duty passenger vehicle, or
light truck—

“(1) 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

‘(1) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds the Bin 5 Tier Il 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,

“(iii) which, in the case of a heavy duty
hybrid motor vehicle, has an internal com-
bustion or heat engine which has received a
certificate of conformity under the Clean Air
Act as meeting the emission standards set in
the regulations prescribed by the Adminis-
trator of the Environmental Protection
Agency for 2004 through 2007 model year die-
sel heavy duty engines or ottocycle heavy
duty engines, as applicable,

““(iv) the original use of which commences
with the taxpayer,

“(v) which is acquired for use or lease by
the taxpayer and not for resale, and

““(vi) which is made by a manufacturer.

‘“(B) CONSUMABLE FUEL.—For purposes of
subparagraph (A)(i)(1), the term ‘consumable
fuel’ means any solid, liquid, or gaseous mat-
ter which releases energy when consumed by
an auxiliary power unit.

‘“(4) HEAVY DUTY HYBRID MOTOR VEHICLE.—
For purposes of this subsection, the term
‘heavy duty hybrid motor vehicle’ means a
new qualified hybrid motor vehicle which
has a gross vehicle weight rating of more
than 8,500 pounds. Such term does not in-
clude a medium duty passenger vehicle.

“(d) NEwW QUALIFIED ALTERNATIVE FUEL
MOTOR VEHICLE CREDIT.—

‘(1) ALLOWANCE OF CREDIT.—Except as pro-
vided in paragraph (5), the new qualified al-
ternative fuel motor vehicle credit deter-
mined under this subsection is an amount
equal to the applicable percentage of the in-
cremental cost of any new qualified alter-
native fuel motor vehicle placed in service
by the taxpayer 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) 40 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 certifying the
vehicle as meeting the same requirements as
vehicles which may be sold or leased in Cali-
fornia and meets or exceeds the most strin-
gent standard available for certification
under the State laws of California (enacted
in accordance with a waiver granted under
section 209(b) of the Clean Air Act) for that
make and model year vehicle (other than a
zero emission standard).

For purposes of the preceding sentence, in
the case of any new qualified alternative fuel
motor vehicle which weighs more than 14,000
pounds gross vehicle weight rating, the most
stringent standard available shall be such
standard available for certification on the
date of the enactment of the Energy Tax In-
centives Act of 2003.

““(3) INCREMENTAL cOST.—For purposes of
this subsection, the incremental cost of any
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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) NEW QUALIFIED ALTERNATIVE FUEL
MOTOR VEHICLE.—For purposes of this sub-
section—

“(A) IN GENERAL.—The term ‘new qualified
alternative 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 75/25 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 90/10 mixed-fuel vehi-
cle, 90 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—

“(1) has received a certificate of con-
formity under the Clean Air Act, or

“(I1) has received an order certifying the
vehicle as meeting the same requirements as
vehicles which may be sold or leased in Cali-
fornia and meets or exceeds the low emission
vehicle standard under section 88.105-94 of
title 40, Code of Federal Regulations, 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) 75/25 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) 90/10 MIXED-FUEL VEHICLE.—For pur-
poses of this subsection, the term ‘90/10
mixed-fuel vehicle’ means a mixed-fuel vehi-
cle which operates using at least 90 percent
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alternative fuel and not more than 10 per-
cent 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, and 30,
over

“(2) the tentative minimum tax for the
taxable year.

“(f) OTHER
RULES.—

For purposes of this section—

““(1) MOTOR VEHICLE.—The term ‘motor ve-
hicle’ has the meaning given such term by
section 30(c)(2).

“(2) CITY FUEL ECONOMY.—The city fuel
economy with respect to any vehicle shall be
measured in a manner which is substantially
similar to the manner city fuel economy is
measured in accordance with procedures
under part 600 of subchapter Q of chapter | of
title 40, Code of Federal Regulations, as in
effect on the date of the enactment of this
section.

“(3) OTHER TERMS.—The terms ‘auto-
mobile’, ‘passenger automobile’, ‘medium
duty passenger vehicle’, ‘light truck’, and
‘manufacturer’ have the meanings given
such terms in regulations prescribed by the
Administrator of the Environmental Protec-
tion Agency for purposes of the administra-
tion of title Il of the Clean Air Act (42 U.S.C.
7521 et seq.).

““(4) 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)).

““(5) NO DOUBLE BENEFIT.—The amount of
any deduction or other 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.

‘“(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TIES.—INn 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 at the time of any sale or lease
the specific amount of any credit otherwise
allowable to the entity under this section.

“(7) 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).

‘“(8) 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.

““(9) ELECTION TO NOT TAKE CREDIT.—No
credit shall be allowed under subsection (a)
for any vehicle if the taxpayer elects to not
have this section apply to such vehicle.

DEFINITIONS AND SPECIAL

CONGRESSIONAL RECORD — SENATE

‘“(10) CARRYBACK AND CARRYFORWARD AL-
LOWED.—

“(A) IN GENERAL.—If the credit allowable
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under
subsection (e) for such taxable year (in this
paragraph referred to as the ‘unused credit
year’), such excess shall be a credit
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit
carryforward to each of the 20 taxable years
following the unused credit year, except that
no excess may be carried to a taxable year
beginning before the date of the enactment
of this paragraph.

““(B) RULES.—Rules similar to the rules of
section 39 shall apply with respect to the
credit carryback and credit carryforward
under subparagraph (A).

““(11) 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.—Except as provided in
paragraph (2), the Secretary shall promul-
gate such regulations as necessary to carry
out the provisions of this section.

“(2) COORDINATION IN PRESCRIPTION OF CER-
TAIN REGULATIONS.—The Secretary of the
Treasury, in coordination with the Secretary
of Transportation and the Administrator of
the Environmental Protection Agency, 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 purchased 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, 2006.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 1016(a) 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 new paragraph:

““(29) to the extent provided
30B(f)(4).”.

(2) Section 55(c)(2) is amended by inserting
“30B(e),”” after ““30(b)(3),”.

(3) Section 6501(m) is amended by inserting
“30B(f)(9),”” after ““30(d)(4),”".

(4) The table of sections 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. Alternative motor vehicle
credit.”.

(¢) 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, in taxable years ending
after such date.

SEC. 202. MODIFICATION OF CREDIT FOR QUALI-
FIED ELECTRIC VEHICLES.

(a) AMOUNT OF CREDIT.—

(1) IN GENERAL.—Section 30(a) (relating to
allowance of credit) is amended by striking
““10 percent of”’.

(2) LIMITATION OF CREDIT ACCORDING TO
TYPE OF VEHICLE.—Section 30(b) (relating to
limitations) is amended—

in section
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(A) by striking paragraphs (1) and (2) and
inserting the following new paragraph:

““(1) LIMITATION ACCORDING TO TYPE OF VE-
HICLE.—The amount of the credit allowed
under subsection (a) for any vehicle shall not
exceed the greatest of the following amounts
applicable to such vehicle:

“(A) In the case of a vehicle with a gross
vehicle weight rating not exceeding 8,500
pounds—

‘(i) except as provided in clause (ii) or (iii),
$3,500,

““(ii) $6,000, if such vehicle is—

“(1) capable of a driving range of at least
100 miles on a single charge of the vehicle’s
rechargeable batteries as measured pursuant
to the urban dynamometer schedules under
appendix | to part 86 of title 40, Code of Fed-
eral Regulations, or

“(I1) capable of a payload capacity of at
least 1,000 pounds, and

“(iii) if such vehicle is a low-speed vehicle
which conforms to Standard 500 prescribed
by the Secretary of Transportation (49
C.F.R. 571.500), as in effect on the date of the
enactment of the Energy Tax Incentives Act
of 2003, the lesser of—

“(1) 10 percent of the manufacturer’s sug-
gested retail price of the vehicle, or

(1) $1,500.

“(B) In the case of a vehicle with a gross
vehicle weight rating exceeding 8,500 but not
exceeding 14,000 pounds, $10,000.

“(C) In the case of a vehicle with a gross
vehicle weight rating exceeding 14,000 but
not exceeding 26,000 pounds, $20,000.

“(D) In the case of a vehicle with a gross
vehicle weight rating exceeding 26,000
pounds, $40,000.””, and

(B) by redesignating paragraph (3) as para-
graph (2).

(3) CONFORMING AMENDMENTS.—

(A) Section 53(d)(1)(B)(iii) is amended by
striking ‘‘section 30(b)(3)(B)”” and inserting
“‘section 30(b)(2)(B)"".

(B) Section 55(c)(2), as amended by this
Act, is amended by striking “30(b)(3)”" and
inserting ““30(b)(2)"’.

(b) QUALIFIED BATTERY ELECTRIC VEHI-
CLE.—

(1) IN GENERAL.—Section 30(c)(1)(A) (defin-
ing qualified electric vehicle) is amended to
read as follows:

“(A) which is—

‘(i) operated solely by use of a battery or
battery pack, or

‘(i) powered primarily through the use of
an electric battery or battery pack using a
flywheel or capacitor which stores energy
produced by an electric motor through re-
generative braking to assist in vehicle oper-
ation,”.

(2) LEASED VEHICLES.—Section 30(c)(1)(C) is
amended by inserting ‘“‘or lease’” after ‘‘use’.

(3) CONFORMING AMENDMENTS.—

(A) Subsections (a), (b)(2), and (c) of sec-
tion 30 are each amended by inserting ‘“‘bat-
tery’ after ‘“‘qualified” each place it appears.

(B) The heading of subsection (c) of section
30 is amended by inserting “BATTERY’’ after
“QUALIFIED”.

(C) The heading of section 30 is amended by
inserting ‘‘battery’” after ‘‘qualified’.

(D) The item relating to section 30 in the
table of sections for subpart B of part IV of
subchapter A of chapter 1 is amended by in-
serting “‘battery’’ after “‘qualified”.

(E) Section 179A(c)(3) is amended by insert-
ing “‘battery’’ before ‘‘electric’.

(F) The heading of paragraph (3) of section
179A(c) is amended by inserting ‘““BATTERY”’
before ““ELECTRIC”.

(c) ADDITIONAL SPECIAL RULES.—Section
30(d) (relating to special rules) is amended by
adding at the end the following new para-
graphs:

““(5) NO DOUBLE BENEFIT.—The amount of
any deduction or other credit allowable



July 30, 2003

under this chapter for any cost taken into
account in computing the amount of the
credit determined under subsection (a) shall
be reduced by the amount of such credit at-
tributable to such cost.

‘“(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TIES.—INn the case of a credit amount which
is allowable with respect to a 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 person, but
only if the person clearly discloses to the en-
tity at the time of any sale or lease the spe-
cific amount of any credit otherwise allow-
able to the entity under this section.

“(7) CARRYBACK AND CARRYFORWARD AL-
LOWED.—

“(A) IN GENERAL.—If the credit allowable
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under
subsection (b)(2) for such taxable year (in
this paragraph referred to as the ‘unused
credit year’), such excess shall be a credit
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit
carryforward to each of the 20 taxable years
following the unused credit year, except that
no excess may be carried to a taxable year
beginning before the date of the enactment
of this paragraph.

“(B) RuLES.—Rules similar to the rules of
section 39 shall apply with respect to the
credit carryback and credit carryforward
under subparagraph (A).”.

(d) 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, in taxable years ending
after such date.

SEC. 203. CREDIT FOR INSTALLATION OF ALTER-
NATIVE FUELING STATIONS.

(@) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 (relating to foreign
tax credit, etc.), as amended by this Act, is
amended by adding at the end the following
new section:

“SEC. 30C. CLEAN-FUEL VEHICLE REFUELING
PROPERTY CREDIT.

““(a) CREDIT ALLOWED.—There shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year an amount
equal to 50 percent of the amount paid or in-
curred by the taxpayer during the taxable
year for the installation of qualified clean-
fuel vehicle refueling property.

““(b) LiMITATION.—The credit allowed under
subsection (a)—

“(1) with respect to any retail clean-fuel
vehicle refueling property, shall not exceed
$30,000, and

“(2) with respect to any residential clean-
fuel vehicle refueling property, shall not ex-
ceed $1,000.

“(c) YEAR CREDIT ALLOWED.—Notwith-
standing subsection (a), no credit shall be al-
lowed under subsection (a) with respect to
any dqualified clean-fuel vehicle refueling
property before the taxable year in which
the property is placed in service by the tax-
payer.

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

“(1) QUALIFIED CLEAN-FUEL VEHICLE RE-
FUELING PROPERTY.—The term ‘qualified
clean-fuel vehicle refueling property’ has the
same meaning given such term by section
179A(d).

““(2) RESIDENTIAL CLEAN-FUEL VEHICLE RE-
FUELING PROPERTY.—The term ‘residential
clean-fuel vehicle refueling property’ means
qualified clean-fuel vehicle refueling prop-
erty which is installed on property which is
used as the principal residence (within the
meaning of section 121) of the taxpayer.
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“(3) RETAIL CLEAN-FUEL VEHICLE REFUELING
PROPERTY.—The term ‘retail clean-fuel vehi-
cle refueling property’ means qualified
clean-fuel vehicle refueling property which is
installed on property (other than property
described in paragraph (2)) used in a trade or
business of the taxpayer.

‘“(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.

““(f) BAsIS REDUCTION.—For purposes of this
title, the basis of any property shall be re-
duced by the portion of the cost of such prop-
erty taken into account under subsection (a).

““(g) No DOUBLE BENEFIT.—

‘(1) COORDINATION WITH OTHER DEDUCTIONS
AND CREDITS.—Except as provided in para-
graph (2), the amount of any deduction or
other credit allowable under this chapter for
any cost taken into account in computing
the amount of the credit determined under
subsection (a) shall be reduced by the
amount of such credit attributable to such
cost.

““(2) NO DEDUCTION ALLOWED UNDER SECTION
179A.—No deduction shall be allowed under
section 179A with respect to any property
with respect to which a credit is allowed
under subsection (a).

““(h) REFUELING PROPERTY INSTALLED FOR
TAX-EXEMPT ENTITIES.—In the case of quali-
fied clean-fuel vehicle refueling property in-
stalled on property owned or used by an enti-
ty exempt from tax under this chapter, the
person which installs such refueling property
for the entity shall be treated as the tax-
payer with respect to the refueling property
for purposes of this section (and such refuel-
ing property shall be treated as retail clean-
fuel vehicle refueling property) and the cred-
it shall be allowed to such person, but only
if the person clearly discloses to the entity
in any installation contract the specific
amount of the credit allowable under this
section.

(i) CARRYFORWARD ALLOWED.—

“(1) IN GENERAL.—If the credit allowable
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under
subsection (e) for such taxable year, such ex-
cess shall be a credit carryforward to each of
the 20 taxable years following such taxable
year.

““(2) RUuLEs.—Rules similar to the rules of
section 39 shall apply with respect to the
credit carryforward under paragraph (1).

““(J) SPeECIAL RULES.—Rules similar to the
rules of paragraphs (4) and (5) of section
179A(e) shall apply.

(k) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
carry out the provisions of this section.

“(I) TERMINATION.—This section shall not
apply to any property placed in service—

‘(1) in the case of property relating to hy-
drogen, after December 31, 2011, and

““(2) in the case of any other property, after
December 31, 2007.”".

(b) MODIFICATIONS TO EXTENSION OF DEDUC-
TION FOR CERTAIN REFUELING PROPERTY.—

(1) IN GENERAL.—Subsection (f) of section
179A is amended to read as follows:

“(f) TERMINATION.—This section shall not
apply to any property placed in service—

““(1) in the case of property relating to hy-
drogen, after December 31, 2011, and

““(2) in the case of any other property, after
December 31, 2007.”".

(2) EXTENSION OF PHASEOUT.—Section
179A(b)(1)(B) is amended—

(A) by striking ‘‘calendar year 2004 in
clause (i) and inserting ‘‘calendar years 2004
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and 2005 (calendar years 2004 through 2009 in
the case of property relating to hydrogen) *’,

(B) by striking ‘2005’ in clause (ii) and in-
serting ‘2006 (calendar year 2010 in the case
of property relating to hydrogen)’’, and

(C) by striking ‘2006’ in clause (iii) and in-
serting ‘2007 (calendar year 2011 in the case
of property relating to hydrogen)’.

(c) INCENTIVE FOR PRODUCTION OF HYDRO-
GEN AT QUALIFIED CLEAN-FUEL VEHICLE RE-
FUELING PROPERTY.—Section 179A(d) (defin-
ing qualified clean-fuel vehicle refueling
property) is amended by adding at the end
the following new flush sentence:

“In the case of clean-burning fuel which is
hydrogen produced from another clean-burn-
ing fuel, paragraph (3)(A) shall be applied by
substituting ‘production, storage, or dis-
pensing’ for ‘storage or dispensing’ both
places it appears.”’.

(d) CONFORMING AMENDMENTS.—

(1) Section 1016(a), as amended by this Act,
is amended by striking “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 new
paragraph:

““(30) to the extent provided
30C(f).”.

(2) Section 55(c)(2), as amended by this Act,
is amended by inserting ‘30C(e),” after
“‘30B(e),”.

(3) The table of sections for subpart B 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 30B the
following new item:

““Sec. 30C. Clean-fuel vehicle refueling
property credit.”.

(e) 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, in taxable years ending
after such date.

SEC. 204. CREDIT FOR RETAIL SALE OF ALTER-
NATIVE FUELS AS MOTOR VEHICLE
FUEL.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by inserting
after section 40 the following new section:
“SEC. 40A. CREDIT FOR RETAIL SALE OF ALTER-

NATIVE FUELS AS MOTOR VEHICLE
FUEL.

““‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the alternative fuel retail sales cred-
it for any taxable year is the applicable
amount for each gasoline gallon equivalent
of alternative fuel sold at retail by the tax-
payer during such year as a fuel to propel
any qualified motor vehicle.

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

““(1) APPLICABLE AMOUNT.—The term ‘appli-
cable amount’ means the amount determined
in accordance with the following table:

“In the case of any

in section

The applicable

taxable year ending amount is—
in—
2003 e 30 cents
2004 ..o 40 cents
2005 and 2006 ..........cceoeeiiiiniiiinnnnnnns 50 cents

“(2) ALTERNATIVE FUEL.—The term ‘alter-
native fuel’ means compressed natural gas,
liquefied natural gas, liquefied petroleum
gas, hydrogen, or any liquid at least 85 per-
cent of the volume of which consists of
methanol or ethanol.

““(3) GASOLINE GALLON EQUIVALENT.—The
term ‘gasoline gallon equivalent” means,
with respect to any alternative fuel, the
amount (determined by the Secretary) of
such fuel having a Btu content of 114,000.

““(4) QUALIFIED MOTOR VEHICLE.—The term
‘qualified motor vehicle’ means any motor
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vehicle (as defined in section 30(c)(2)) which
meets any applicable Federal or State emis-
sions standards with respect to each fuel by
which such vehicle is designed to be pro-
pelled.

““(5) SOLD AT RETAIL.—

“(A) IN GENERAL.—The term ‘sold at retail’
means the sale, for a purpose other than re-
sale, after manufacture, production, or im-
portation.

“(B) USE TREATED AS SALE.—If any person
uses alternative fuel (including any use after
importation) as a fuel to propel any new
qualified alternative fuel motor vehicle (as
defined in section 30B(d)(4)) before such fuel
is sold at retail, then such use shall be treat-
ed in the same manner as if such fuel were
sold at retail as a fuel to propel such a vehi-
cle by such person.

““(c) No DouBLE BENEFIT.—The amount of
any deduction or other credit allowable
under this chapter for any fuel taken into
account in computing the amount of the
credit determined under subsection (a) shall
be reduced by the amount of such credit at-
tributable to such fuel.

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

““(e) TERMINATION.—This section shall not
apply to any fuel sold at retail after Decem-
ber 31, 2006.”".

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit) is amended by striking “‘plus’’ at
the end of paragraph (14), by striking the pe-
riod at the end of paragraph (15) and insert-
ing ““, plus”, and by adding at the end the
following new paragraph:

‘“(16) the alternative fuel retail sales credit
determined under section 40A(a).”.

(c) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules) is amended by
adding at the end the following new para-
graph:

““(11) NO CARRYBACK OF SECTION 40A CREDIT
BEFORE EFFECTIVE DATE.—No portion of the
unused business credit for any taxable year
which is attributable to the alternative fuel
retail sales credit determined under section
40A(a) may be carried back to a taxable year
ending on or before the date of the enact-
ment of such section.”.

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 40 the
following new item:

““Sec. 40A. Credit for retail sale of alter-
native fuels as motor vehicle
fuel.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel sold
at retail after the date of the enactment of
this Act, in taxable years ending after such
date.

SEC. 205. SMALL ETHANOL PRODUCER CREDIT.

(a) ALLOCATION OF ALCOHOL FUELS CREDIT
TO PATRONS OF A COOPERATIVE.—Section
40(g) (relating to definitions and special
rules for eligible small ethanol producer
credit) 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.

“(if) FORM AND EFFECT OF ELECTION.—AN
election under clause (i) for any taxable year
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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, and

““(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.

““(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

““(if) 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.
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
chapter or for purposes of section 55.”.

(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 ENTIRE REG-
ULAR TAX AND MINIMUM TAX.—

(A) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(4) as paragraph (5) and by inserting after
paragraph (3) the following new paragraph:

‘“(4) 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

‘(i) in applying paragraph (1) to the cred-
it—

“(1) the amounts in subparagraphs (A) and
(B) thereof shall be treated as being zero, and

“(11) the limitation under paragraph (1) (as
modified by subclause (1)) 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 AMENDMENTS.—Subclause
(1) of section 38(c)(2)(A)(ii) and subclause (11)
of section 38(c)(3)(A)(ii) are each amended by
inserting ‘“‘or the small ethanol producer
credit” after ““employee 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—
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‘(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. 206. INCREASED FLEXIBILITY IN ALCOHOL
FUELS TAX CREDIT.

(a) ALcoHOL FUELS CREDIT MAY BE TRANS-
FERRED.—Section 40 (relating to alcohol used
as fuel) is amended by adding at the end the
following new subsection:

‘(i) CREDIT MAY BE TRANSFERRED.—

““(1) IN GENERAL.—A taxpayer may transfer
any credit allowable under paragraph (1) or
(2) of subsection (a) with respect to alcohol
used in the production of ethyl tertiary
butyl ether through an assignment to a
qualified assignee. Such transfer may be re-
voked only with the consent of the Sec-
retary.

““(2) QUALIFIED ASSIGNEE.—For purposes of
this subsection, the term ‘qualified assignee’
means any person who—

“(A) is liable for taxes imposed under sec-
tion 4081,

““(B) is registered under section 4101, and

“(C) obtains a certificate from the tax-
payer described in paragraph (1) which iden-
tifies the amount of alcohol used in such pro-
duction.

““(3) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
insure that any credit described in paragraph
(1) is claimed once and not reassigned by a
qualified assignee.”.

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply on and after
the date of the enactment of this Act.

SEC. 207. INCENTIVES FOR BIODIESEL.

(@) 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 inserting after section 40A the
following new section:

“SEC. 40B. BIODIESEL USED AS FUEL.

““(a) GENERAL RULE.—For purposes of sec-
tion 38, the biodiesel fuels credit determined
under this section for the taxable year is an
amount equal to the biodiesel mixture cred-
it.

‘““(b) DEFINITION OF BIODIESEL MIXTURE
CREDIT.—For purposes of this section—

‘(1) BIODIESEL MIXTURE CREDIT.—

“(A) IN GENERAL.—The biodiesel mixture
credit of any taxpayer for any taxable year
is the sum of the products of the biodiesel
mixture rate for each qualified biodiesel
mixture and the number of gallons of such
mixture of the taxpayer for the taxable year.

‘“(B) BIODIESEL MIXTURE RATE.—For pur-
poses of subparagraph (A), the biodiesel mix-
ture rate for each qualified biodiesel mixture
shall be—

“(i) in the case of a mixture with only agri-
biodiesel, 1 cent for each whole percentage
point (not exceeding 20 percentage points) of
agri-biodiesel in such mixture, and

“(ii) in the case of a mixture with recycled
biodiesel, or a combination of agri-biodiesel
and recycled biodiesel, 0.5 cent for each
whole percentage point (not exceeding 20
percentage points) of such biodiesel in such
mixture.
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““(2) QUALIFIED BIODIESEL MIXTURE.—

“(A) IN GENERAL.—The term ‘qualified bio-
diesel mixture’ means a mixture of diesel
fuel and biodiesel which—

‘(i) is sold by the taxpayer producing such
mixture to any person for use as a fuel in a
diesel-powered engine, or

“(ii) is used as a fuel in a diesel-powered
engine by the taxpayer producing such mix-
ture.

“(B) SALE OR USE MUST BE IN TRADE OR
BUSINESS, ETC.—

“(i) IN GENERAL.—The production of a
qualified biodiesel mixture shall be taken
into account—

“(1) only if the sale or use described in sub-
paragraph (A) is in a trade or business of the
taxpayer, and

“(I1) for the taxable year in which such
sale or use occurs.

““(i1) CERTIFICATION FOR AGRI-BIODIESEL.—
Agri-biodiesel used in the production of a
qualified biodiesel mixture shall be taken
into account only if the taxpayer described
in subparagraph (A) obtains a certification
from the producer of the agri-biodiesel which
identifies the product produced.

““(C) CASUAL OFF-FARM PRODUCTION NOT ELI-
GIBLE.—No credit shall be allowed under this
section with respect to any casual off-farm
production of a qualified biodiesel mixture.

““(c) COORDINATION WITH CREDIT AGAINST
EXCISE TAX.—The amount of the credit de-
termined under this section with respect to
any agri-biodiesel shall, under regulations
prescribed by the Secretary, be properly re-
duced to take into account any benefit pro-
vided with respect to such agri-biodiesel
solely by reason of the application of section
6426 or 6427(e).

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

‘(1) BIODIESEL.—The term ‘biodiesel’
means the monoalkyl esters of long chain
fatty acids for use in diesel-powered engines
which meet—

“(A) the registration requirements for
fuels and fuel additives established by the
Environmental Protection Agency under sec-
tion 211 of the Clean Air Act (42 U.S.C. 7545),
and

““(B) the requirements of the American So-
ciety of Testing and Materials D6751.

““(2) AGRI-BIODIESEL.—The term ‘agri-bio-
diesel” means biodiesel derived solely from
virgin oils. Such term shall include esters
derived from vegetable oils from corn, soy-
beans, sunflower seeds, cottonseeds, canola,
crambe, rapeseeds, safflowers, flaxseeds, rice
bran, and mustard seeds, and from animal
fats.

““(3) RECYCLED BIODIESEL.—The term ‘recy-
cled biodiesel’ means biodiesel derived from
nonvirgin vegetable oils or nonvirgin animal
fats.

‘““(4) BIODIESEL MIXTURE NOT USED AS A
FUEL, ETC.—

“(A) IMPOSITION OF TAX.—If—

‘(i) any credit was determined under this
section with respect to biodiesel used in the
production of any qualified biodiesel mix-
ture, and

“(ii) any person—

“(1) separates such biodiesel from the mix-
ture, or

“(I11) without separation, uses the mixture
other than as a fuel,

then there is hereby imposed on such person
a tax equal to the product of the biodiesel
mixture rate applicable under subsection
(b)(1)(B) and the number of gallons of the
mixture.

“(B) APPLICABLE LAWS.—AIl provisions of
law, including penalties, shall, insofar as ap-
plicable and not inconsistent with this sec-
tion, apply in respect of any tax imposed
under subparagraph (A) as if such tax were
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imposed by section 4081 and not by this chap-
ter.

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

‘‘(e) TERMINATION.—This section shall not
apply to any fuel sold after December 31,
2005.”".

(b) CREDIT TREATED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b) (relating to
current year business credit), as amended by
this Act, is amended by striking “‘plus’ at
the end of paragraph (15), by striking the pe-
riod at the end of paragraph (16) and insert-
ing *“, plus”, and by adding at the end the
following new paragraph:

““(17) the biodiesel fuels credit determined
under section 40B(a).”.

(c) CONFORMING AMENDMENTS.—

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

““(12) NO CARRYBACK OF BIODIESEL FUELS
CREDIT BEFORE EFFECTIVE DATE.—No portion
of the unused business credit for any taxable
year which is attributable to the biodiesel
fuels credit determined under section 40B
may be carried back to a taxable year ending
on or before the date of the enactment of
section 40B.”".

(2) Section 196(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 biodiesel fuels credit determined
under section 40B(a).”.

(3) The table of sections for subpart D of
part IV of subchapter A of chapter 1, as
amended by this Act, is amended by adding
after the item relating to section 40A the fol-
lowing new item:

‘“‘Sec. 40B. Biodiesel used as fuel.”’.

(d) EFFecTIVE DATE.—The amendments
made by this section shall apply to fuel sold
after the date of the enactment of this Act,
in taxable years ending after such date.

SEC. 208. ALCOHOL FUEL AND BIODIESEL MIX-
TURES EXCISE TAX CREDIT.

(a) IN GENERAL.—Subchapter B of chapter
65 (relating to rules of special application) is
amended by inserting after section 6425 the
following new section:

“SEC. 6426. CREDIT FOR ALCOHOL FUEL AND BIO-
DIESEL MIXTURES.

““(a) ALLOWANCE OF CREDITS.—There shall
be allowed as a credit against the tax im-
posed by section 4081 an amount equal to the
sum of—

‘(1) the alcohol fuel mixture credit, plus

““(2) the biodiesel mixture credit.

““(b) ALcoHoL FUEL MIXTURE CREDIT.—

““(1) IN GENERAL.—For purposes of this sec-
tion, the alcohol fuel mixture credit is the
applicable amount for each gallon of alcohol
used by the taxpayer in producing an alcohol
fuel mixture.

““(2) APPLICABLE AMOUNT.—For purposes of
this subsection—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the applicable amount is
52 cents (51 cents in the case of any sale or
use after 2004).

““(B) MIXTURES NOT CONTAINING ETHANOL.—
In the case of an alcohol fuel mixture in
which none of the alcohol consists of eth-
anol, the applicable amount is 60 cents.

““(3) ALCOHOL FUEL MIXTURE.—For purposes
of this subsection, the term ‘alcohol fuel
mixture’ is a mixture which—

““(A) consists of alcohol and a taxable fuel,
and

““(B) is sold for use or used as a fuel by the
taxpayer producing the mixture.

‘“(4) OTHER DEFINITIONS.—For purposes of
this subsection—
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“(A) ALcoHoL.—The term ‘alcohol’ includes
methanol and ethanol but does not include—

‘(i) alcohol produced from petroleum, nat-
ural gas, or coal (including peat), or

““(ii) alcohol with a proof of less than 190
(determined without regard to any added de-
naturants).

Such term also includes an alcohol gallon
equivalent of ethyl tertiary butyl ether or
other ethers produced from such alcohol.

“(B) TAXABLE FUEL.—The term ‘taxable
fuel’ has the meaning given such term by
section 4083(a)(1).

““(5) TERMINATION.—This subsection shall
not apply to any sale or use for any period
after December 31, 2010.

“‘(c) BIODIESEL MIXTURE CREDIT.—

“(1) IN GENERAL.—For purposes of this sec-
tion, the biodiesel mixture credit is the prod-
uct of the applicable amount and the number
of gallons of agri-biodiesel used by the tax-
payer in producing any qualified biodiesel
mixture containing only agri-biodiesel, ex-
cept that the number of gallons of agri-bio-
diesel taken into account in determining the
credit shall not exceed 1 gallon for each 5
gallons of qualified biodiesel mixture pro-
duced.

““(2) APPLICABLE AMOUNT.—For purposes of
this subsection, the applicable amount is
$1.00.

““(3) DEFINITIONS.—ANy term used in this
subsection which is also used in section 40B
shall have the meaning given such term by
section 40B.

““(4) TERMINATION.—This subsection shall
not apply to any sale or use for any period
after December 31, 2005.

““(d) MIXTURE NOT USED AS A FUEL, ETC.—

“(1) IMPOSITION OF TAX.—If—

“(A) any credit was determined under this
section with respect to alcohol or agri-bio-
diesel used in the production of any alcohol
fuel mixture or qualified biodiesel mixture,
respectively, and

“(B) any person—

‘(i) separates such alcohol
diesel from the mixture, or

“(ii) without separation, uses the mixture
other than as a fuel,
then there is hereby imposed on such person
a tax equal to the product of the applicable
amount and the number of gallons of such al-
cohol or agri-biodiesel.

“(2) AppLIcABLE LAwWS.—AIll provisions of
law, including penalties, shall, insofar as ap-
plicable and not inconsistent with this sec-
tion, apply in respect of any tax imposed
under paragraph (1) as if such tax were im-
posed by section 4081 and not by this sec-
tion.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 40(c) is amended by striking
‘‘section 4081(c), or section 4091(c)’”” and in-
serting ‘‘section 4091(c), section 6426, section
6427(e), or section 6427(f)"".

(2) Section 40(d)(4)(B) is amended by strik-
ing “‘or 4081(c)”".

(3) Section 40(e)(1) is amended—

(A) by striking ‘“2007”" in subparagraph (A)
and inserting ‘2010, and

(B) by striking ‘2008 in subparagraph (B)
and inserting ‘‘2011"".

(4) Section 40(h) is amended—

(A) by striking “2007”" in paragraph (1) and
inserting ‘2010, and

(B) by striking ‘*, 2006, or 2007’ in the table
contained in paragraph (2) and inserting
“through 2010"".

(5) Section 4041(b)(2)(B) is amended by
striking ‘‘a substance other than petroleum
or natural gas’” and inserting ‘‘coal (includ-
ing peat)”’.

(6) Paragraph (1) of section 4041(k) is
amended to read as follows:

“(1) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of the

or agri-bio-
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sale or use of any liquid at least 10 percent
of which consists of alcohol (as defined in
section 6426(b)(4)(A)), the rate of the tax im-
posed by subsection (c)(1) shall be the com-
parable rate under section 4091(c).”".

(7) Section 4081 is amended by striking sub-
section (c).

(8) Paragraph (2) of section 4083(a) is
amended to read as follows:

““(2) GASOLINE.—The term ‘gasoline’—

“(A) includes any gasoline blend, other
than qualified methanol or ethanol fuel (as
defined in section 4041(b)(2)(B)) or a dena-
turant of alcohol (as defined in section
6426(b)(4)(A)), and

“(B) includes, to the extent prescribed in
regulations—

““(i) any gasoline blend stock, and

““(ii) any product commonly used as an ad-
ditive in gasoline.

For purposes of subparagraph (B)(i), the term
‘gasoline blend stock’ means any petroleum
product component of gasoline.”.

(9) Section 6427 is amended by inserting
after subsection (d) the following new sub-
section:

““(e) GASOLINE, DIESEL FUEL, AND KEROSENE
USED TO PRODUCE CERTAIN ALCOHOL FUEL
AND BIODIESEL MIXTURES.—

“(1) IN GENERAL.—Except as provided in
subsection (k), if any gasoline, diesel fuel, or
kerosene on which tax was imposed by sec-
tion 4081 is used by any person in producing
a mixture described in section 6426 which is
sold or used in such person’s trade or busi-
ness, the Secretary shall pay (without inter-
est) to such person an amount equal to the
alcohol fuel mixture credit or the biodiesel
mixture credit with respect to such gasoline,
diesel fuel, or kerosene.

““(2) COORDINATION WITH OTHER REPAYMENT
PROVISIONS.—No amount shall be payable
under paragraph (1) with respect to any gaso-
line, diesel fuel, or kerosene with respect to
which an amount is payable under sub-
section (b), (d), or (I) or under section
6416(b)(2), 6420, 6421, or 6426.

““(3) TERMINATION.—This subsection shall
not apply with respect to—

“(A) any alcohol fuel mixture (as defined
in section 6426(b)(3)) sold or used after De-
cember 31, 2010, and

“(B) any qualified biodiesel mixture (with-
in the meaning of section 6426(c)(1)) sold or
used after December 31, 2005.”.

(10) Subsection (f) of section 6427 is amend-
ed to read as follows:

“(f) AVIATION FUEL USED TO PRODUCE CER-
TAIN ALCOHOL FUELS.—

“(1) IN GENERAL.—Except as provided in
subsection (k), if any aviation fuel on which
tax was imposed by section 4091 at the reg-
ular tax rate is used by any person in pro-
ducing a mixture described in section
4091(c)(1)(A) which is sold or used in such
person’s trade or business, the Secretary
shall pay (without interest) to such person
an amount equal to the excess of the regular
tax rate over the incentive tax rate with re-
spect to such fuel.

““(2) DEFINITIONS.—For purposes of para-
graph (1)—

“(A) REGULAR TAX RATE.—The term ‘reg-
ular tax rate’ means the aggregate rate of
tax imposed by section 4091 determined with-
out regard to subsection (c) thereof.

“(B) INCENTIVE TAX RATE.—The term ‘in-
centive tax rate’ means the aggregate rate of
tax imposed by section 4091 with respect to
fuel described in subsection (c)(2) thereof.

““(3) COORDINATION WITH OTHER REPAYMENT
PROVISIONS.—NoO amount shall be payable
under paragraph (1) with respect to any avia-
tion fuel with respect to which an amount is
payable under subsection (d) or (I).

““(4) TERMINATION.—This subsection shall
not apply with respect to any mixture sold
or used after September 30, 2007.”".
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(11) Paragraphs (1) and (2) of section 6427(i)
are amended by inserting ““(f),”” after ‘““(d),”.

(12) Section 6427(i)(3) is amended—

(A) by striking ‘‘subsection (f)”’ both places
it appears in subparagraph (A) and inserting
‘‘subsection (e)”’,

(B) by striking ‘‘gasoline, diesel fuel, or
kerosene used to produce a qualified alcohol
mixture (as defined in section 4081(c)(3))” in
subparagraph (A) and inserting ‘“‘a mixture
described in section 6426,

(C) by striking ‘‘subsection (f)(1)”" in sub-
paragraph (B) and inserting ‘‘subsection
@M,

(D) by striking ‘20 days of the date of the
filing of such claim” in subparagraph (B) and
inserting ‘45 days of the date of the filing of
such claim (20 days in the case of an elec-
tronic claim)’’, and

(E) by striking ‘“ALCOHOL MIXTURE’ in the
heading and inserting ‘“ALCOHOL FUEL AND
BIODIESEL MIXTURE”.

(13) Section 6427(0) is amended—

(A) by striking paragraph (1) and inserting
the following new paragraph:

‘(1) any tax is imposed by section 4081,
and”’,

(B) by striking ‘‘such gasohol’ in para-
graph (2) and inserting ‘‘the alcohol fuel mix-
ture (as defined in section 6426(b)(3))"",

(C) by striking ‘‘gasohol’’ both places it ap-
pears in the matter following paragraph (2)
and inserting ‘“‘alcohol fuel mixture”, and

(D) by striking “GAsoHOL”’ in the heading
and inserting ‘““ALCOHOL FUEL MIXTURE”.

(14) Section 9503(b)(1) is amended by adding
at the end the following new flush sentence:

“For purposes of this paragraph, taxes re-
ceived under sections 4041 and 4081 shall be
determined without reduction for credits
under section 6426.”".

(15) Section 9503(b)(4) is amended—

(A) by adding ““or’” at the end of subpara-
graph (C),

(B) by striking the comma at the end of
subparagraph (D)(iii) and inserting a period,
and

(C) by striking subparagraphs (E) and (F).

(16) Section 9503(c)(2)(A)(i)(111) is amended
by inserting ‘‘(other than subsection (e)
thereof)’” after ‘‘section 6427"".

(17) Section 9503(e)(2) is amended by strik-
ing subparagraph (B) and by redesignating
subparagraphs (C), (D), and (E) as subpara-
graphs (B), (C), and (D), respectively.

(18) The table of sections for subchapter B
of chapter 65 is amended by inserting after
the item relating to section 6425 the fol-
lowing new item:

““Sec. 6426. Credit for alcohol
biodiesel mixtures.”.

(c) EFFeCTIVE DATE.—The amendments
made by this section shall apply to fuel sold
or used after September 30, 2003.

(d) FORMAT FOR FILING.—The Secretary of
the Treasury shall describe the electronic
format for filing claims described in section
6427(i)(3)(B) of the Internal Revenue Code of
1986 (as amended by subsection (b)(12)(D)) not
later than September 30, 2003.

SEC. 209. SALE OF GASOLINE AND DIESEL FUEL
AT DUTY-FREE SALES ENTERPRISES.

(a) PROHIBITION.—Section 555(b) of the Tar-
iff Act of 1930 (19 U.S.C. 1555(b)) is amended—

(1) by redesignating paragraphs (6) through

fuel and

(8) as paragraphs (7) through (9), respec-
tively; and

(2) by inserting after paragraph (5) the fol-
lowing:

““(6) Any gasoline or diesel fuel sold at a
duty-free sales enterprise shall be considered
to be entered for consumption into the cus-
toms territory of the United States.”.

(b) CONSTRUCTION.—The amendments made
by this section shall not be construed to cre-
ate any inference with respect to the inter-
pretation of any provision of law as such pro-
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vision was in effect on the day before the
date of enactment of this Act.

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

TITLE III—CONSERVATION AND ENERGY
EFFICIENCY PROVISIONS
SEC. 301. CREDIT FOR CONSTRUCTION OF NEW
ENERGY EFFICIENT HOME.

(@) 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. 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 qualifying new home
during construction of such home.

““(b) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—

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

““(i) in the case of a 30-percent home, $1,000,
and

“(i)
$2,000.

““(B) 30- OR 50-PERCENT HOME.—For purposes
of subparagraph (A)—

““(i) 30-PERCENT HOME.—The term ‘30-per-
cent home’ means—

“(1) a qualifying new home which is cer-
tified 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 30
percent less than the annual level of heating
and cooling energy consumption of a quali-
fying new home constructed in accordance
with the standards of chapter 4 of the 2000
International Energy Conservation Code, or

“(I11) in the case of a qualifying new home
which is a manufactured home, a home
which meets the applicable standards re-
quired by the Administrator of the Environ-
mental Protection Agency under the Energy
Star Labeled Homes program.

““(if) 50-PERCENT HOME.—The term ‘50-per-
cent home’ means a qualifying new home
which would be described in clause (i)(l) if 50
percent were substituted for 30 percent.

““(C) PRIOR CREDIT AMOUNTS ON SAME HOME
TAKEN INTO ACCOUNT.—The amount of the
credit otherwise allowable for the taxable
year with respect to a qualifying new home
under clause (i) or (ii) of subparagraph (A)
shall be reduced by the sum of the credits al-
lowed under subsection (a) to any taxpayer
with respect to the home for all preceding
taxable years.

““(2) COORDINATION WITH CERTAIN 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 the rehabilitation credit (as
determined under section 47(a)) or to the en-
ergy credit (as determined under section
48(a)), and

“(B) expenditures taken into account
under section 25D, 47, or 48(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—

““(A) the person who constructed the quali-
fying new home, or

“(B) in the case of a qualifying new home
which is a manufactured home, the manufac-
tured home producer of such home.

in the case of a 50-percent home,
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If more than 1 person is described in subpara-
graph (A) or (B) with respect to any quali-
fying new home, such term means the person
designated as such by the owner 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) QUALIFYING NEW HOME.—

“(A) IN GENERAL.—The term ‘qualifying
new home’ means a dwelling—

““(i) located in the United States,

““(ii) the construction of which is substan-
tially completed after the date of the enact-
ment of this section, and

“(iii) the first use of which after construc-
tion is as a principal residence (within the
meaning of section 121).

“(B) MANUFACTURED HOME INCLUDED.—The
term ‘qualifying new home’ includes a manu-
factured home conforming to Federal Manu-
factured Home Construction and Safety
Standards (24 C.F.R. 3280).

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

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

“(A) any insulation material or system
which is specifically and primarily designed
to reduce the heat loss or gain of a quali-
fying new home when installed in or on such
home,

“(B) exterior windows (including
lights), and

““(C) exterior doors.

““(d) CERTIFICATION.—

““(1) METHOD OF CERTIFICATION.—

“(A) IN GENERAL.—A certification de-
scribed in subsection (b)(1)(B) shall be deter-
mined either by a component-based method
or a performance-based method, or, in the
case of a qualifying new home which is a
manufactured home, by a method prescribed
by the Administrator of the Environmental
Protection Agency under the Energy Star
Labeled Homes program.

““(B) COMPONENT-BASED METHOD.—A compo-
nent-based method is a method which uses
the applicable technical energy efficiency
specifications or ratings (including product
labeling requirements) for the energy effi-
cient building envelope component or energy
efficient heating or cooling equipment. The
Secretary shall, in consultation with the Ad-
ministrator of the Environmental Protection
Agency, develop prescriptive component-
based packages which are equivalent in en-
ergy performance to properties which qualify
under subparagraph (C).

*“(C) PERFORMANCE-BASED METHOD.—

“(i) IN GENERAL.—A performance-based
method is a method which calculates pro-
jected energy usage and cost reductions in
the qualifying new home in relation to a new
home—

“(1) heated by the same fuel type, and

“(I1) constructed in accordance with the
standards of chapter 4 of the 2000 Inter-
national Energy Conservation Code.

““(ii) COMPUTER SOFTWARE.—Computer soft-
ware shall be used in support of a perform-
ance-based method certification under clause
(i). Such software shall meet procedures and
methods for calculating energy and cost sav-
ings in regulations promulgated by the Sec-
retary of Energy. Such regulations on the
specifications for software and verification
protocols shall be based on the 2001 Cali-
fornia Residential Alternative Calculation
Method Approval Manual.

“(2) PROVIDER.—A certification described
in subsection (b)(1)(B) shall be provided by—

sky-
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“(A) in the case of a component-based
method, a local building regulatory author-
ity, a utility, or a home energy rating orga-
nization,

“(B) in the case of a performance-based
method, an individual recognized by an orga-
nization designated by the Secretary for
such purposes, or

“(C) in the case of a qualifying new home
which is a manufactured home, a manufac-
tured home primary inspection agency.

““(3) FORM.—

“(A) IN GENERAL.—A certification de-
scribed in subsection (b)(1)(B) shall be made
in writing in a manner which specifies in
readily verifiable fashion the energy effi-
cient building envelope components and en-
ergy efficient heating or cooling equipment
installed and their respective rated energy
efficiency performance, and

“(i) in the case of a performance-based
method, accompanied by a written analysis
documenting the proper application of a per-
missible energy performance calculation
method to the specific circumstances of such
qualifying new home, and

“(if) in the case of a qualifying new home
which is a manufactured home, accompanied
by such documentation as required by the
Administrator of the Environmental Protec-
tion Agency under the Energy Star Labeled
Homes program.

‘“(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 quali-
fying new home. The form shall include la-
beled R-value for insulation products, NFRC-
labeled U-factor and solar heat gain coeffi-
cient for windows, skylights, and doors, la-
beled annual fuel utilization efficiency
(AFUE) ratings for furnaces and boilers, la-
beled heating seasonal performance factor
(HSPF) ratings for electric heat pumps, and

labeled seasonal energy efficiency ratio
(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 qualifying new home, or shall be
otherwise permanently displayed in a readily
inspectable location in such home.

““(4) REGULATIONS.—

“(A) IN GENERAL.—IN prescribing regula-
tions under this subsection for performance-
based certification methods, the Secretary
shall prescribe procedures for calculating an-
nual energy usage and cost reductions for
heating and cooling and for the reporting of
the results. Such regulations shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a qualifying
new home to be eligible for the credit under
this section regardless of whether such home
uses a gas or oil furnace or boiler or an elec-
tric heat pump, and

““(if) 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 Home En-
ergy Rating Standards.

‘“(e) APPLICATION.—Subsection (a) shall
apply to qualifying new homes the construc-
tion of which is substantially completed
after the date of the enactment of this sec-
tion and purchased during the period begin-
ning on such date and ending on—

S10309

““(1) in the case of any 30-percent home, De-
cember 31, 2005, and

““(2) in the case of any 50-percent home, De-
cember 31, 2007.”".

(b) CREDIT MADE 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 (16), by striking the pe-
riod at the end of paragraph (17) and insert-
ing ““, plus”, and by adding at the end the
following new paragraph:

““(18) the new energy efficient home credit
determined under section 45G(a).”.

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

“(d) NEw ENERGY EFFICIENT HOME EX-
PENSES.—No deduction shall be allowed for
that portion of expenses for a qualifying new
home 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) 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:

““(13) 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 45G may be
carried back to any taxable year ending on
or before the date of the enactment of such
section.”.

(e) DEDUCTION FOR CERTAIN UNUSED BusI-
NESS CREDITS.—Section 196(c) (defining
qualified business credits), as amended by
this Act, is amended by striking “and” at
the end of paragraph (10), by striking the pe-
riod at the end of paragraph (11) and insert-
ing ““, and”’, and by adding after paragraph
(11) the following new paragraph:

““(12) the new energy efficient home credit
determined under section 45G(a).”.

(f) 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 new item:

““‘Sec. 45G. New energy efficient home cred-
it.”.

(g) EFFECTIVE DATE.—The amendments
made by this section shall apply to homes
the construction of which is substantially
completed after the date of the enactment of
this Act.

SEC. 302. CREDIT FOR ENERGY EFFICIENT APPLI-
ANCES.

(@) 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. 45H. ENERGY EFFICIENT APPLIANCE CRED-
IT.

““(a) ALLOWANCE OF CREDIT.—

““(1) IN GENERAL.—For purposes of section
38, the energy efficient appliance credit de-
termined under this section for the taxable
year is an amount equal to the sum of the
amounts determined under paragraph (2) for
qualified energy efficient appliances pro-
duced by the taxpayer during the calendar
year ending with or within the taxable year.

“(2) AMOUNT.—The amount determined
under this paragraph for any category de-
scribed in subsection (b)(2)(B) shall be the
product of the applicable amount for appli-
ances in the category and the eligible pro-
duction for the category.

“(b) APPLICABLE AMOUNT; ELIGIBLE PRO-
DUCTION.—For purposes of subsection (a)—

““(1) APPLICABLE AMOUNT.—The applicable
amount is—
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““(A) $50, in the case of—

“(i) a clothes washer which is manufac-
tured with at least a 1.42 MEF, or

““(ii) a refrigerator which consumes at least
10 percent less kilowatt hours per year than
the energy conservation standards for refrig-
erators promulgated by the Department of
Energy and effective on July 1, 2001,

“(B) $100, in the case of—

“(i) a clothes washer which is manufac-
tured with at least a 1.50 MEF, or

““(ii) a refrigerator which consumes at least
15 percent (20 percent in the case of a refrig-
erator manufactured after 2006) less kilowatt
hours per year than such energy conserva-
tion standards, and

““(C) $150, in the case of a refrigerator man-
ufactured before 2007 which consumes at
least 20 percent less kilowatt hours per year
than such energy conservation standards.

““(2) ELIGIBLE PRODUCTION.—

“(A) IN GENERAL.—The eligible production
of each category of qualified energy efficient
appliances is the excess of—

‘(i) the number of appliances in such cat-
egory which are produced by the taxpayer
during such calendar year, over

“(ii) the average number of appliances in
such category which were produced by the
taxpayer during calendar years 2000, 2001,
and 2002.

“(B) CATEGORIES.—For purposes of sub-
paragraph (A), the categories are—

““(i) clothes washers described in paragraph
DAY®,

“(if) clothes washers described
graph (1)(B)(i),

“(iii) refrigerators described in paragraph
D(AX(i),

“(iv) refrigerators described in paragraph
(1)(B)(ii), and

““(v) refrigerators described in paragraph
1)(©).

““(c) LIMITATION ON MAXIMUM CREDIT.—

““(1) IN GENERAL.—The amount of credit al-
lowed under subsection (a) with respect to a
taxpayer for all taxable years shall not ex-
ceed $60,000,000, of which not more than
$30,000,000 may be allowed with respect to
the credit determined by using the applica-
ble amount under subsection (b)(1)(A).

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

“(1) QUALIFIED ENERGY EFFICIENT APPLI-
ANCE.—The term ‘qualified energy efficient
appliance’ means—

““(A) a clothes washer described in subpara-
graph (A)(1) or (B)(i) of subsection (b)(1), or

“(B) a refrigerator described in subpara-
graph (A)(ii), (B)(ii), or (C) of subsection
)®).

““(2) CLOTHES WASHER.—The term ‘clothes
washer’ means a residential clothes washer,
including a residential style coin operated
washer.

“(3) REFRIGERATOR.—The term ‘refrig-
erator’ means an automatic defrost refrig-
erator-freezer which has an internal volume
of at least 16.5 cubic feet.

“(4) MEF.—The term ‘MEF’ means Modi-
fied Energy Factor (as determined by the
Secretary of Energy).

““(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.

in para-
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““(2) AGGREGATION RULES.—AIl 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 1
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
(CVR
‘“(g) TERMINATION.—This section shall not
apply—

““(1) with respect to refrigerators described
in subsection (b)(1)(A)(ii) produced after De-
cember 31, 2004, and

““(2) with respect to all other qualified en-
ergy efficient appliances produced after De-
cember 31, 2007.”".

(b) CREDIT MADE 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 (17), by striking the pe-
riod at the end of paragraph (18) and insert-
ing ““, plus”’, and by adding at the end the
following new paragraph:

‘“(19) the energy efficient appliance credit
determined under section 45H(a).”".

(c) 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:

““(14) NO CARRYBACK OF ENERGY EFFICIENT
APPLIANCE CREDIT BEFORE EFFECTIVE DATE.—
No portion of the unused business credit for
any taxable year which is attributable to the
energy efficient appliance credit determined
under section 45H may be carried to a tax-
able year ending on or before the date of the
enactment of such section.”.

(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 new item:

“Sec. 45H. Energy efficient appliance cred-
it.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to appli-
ances produced after the date of the enact-
ment of this Act, in taxable years ending
after such date.

SEC. 303. CREDIT FOR RESIDENTIAL ENERGY EF-
FICIENT PROPERTY.

(@) 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 25B the following new
section:

“SEC. 25C. RESIDENTIAL ENERGY EFFICIENT
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 made by the
taxpayer during such year,

““(2) 15 percent of the qualified solar water
heating property expenditures made by the
taxpayer during such year,

““(3) 30 percent of the qualified fuel cell
property expenditures made by the taxpayer
during such year,

“(4) 30 percent of the qualified wind energy
property expenditures made by the taxpayer
during such year, and

““(5) the sum of the qualified Tier 2 energy
efficient building property expenditures
made by the taxpayer during such year.

““(b) LIMITATIONS.—

“(1) MAXIMUM CREDIT.—The credit allowed
under subsection (a) shall not exceed—

“(A) $2,000 for property described in para-
graph (1), (2), or (5) of subsection (d),
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““(B) $500 for each 0.5 kilowatt of capacity
of property described in subsection (d)(4),
and

““(C) for property described in subsection
(d)(6)—

““(i) $75 for each electric heat pump water
heater,

*“(ii) $250 for each electric heat pump,

““(iii) $250 for each advanced natural gas,
oil, or propane furnace,

““(iv) $250 for each central air conditioner,

“(v) $75 for each natural gas, oil, or pro-
pane water heater, and

““(vi) $250 for each geothermal heat pump.

““(2) SAFETY CERTIFICATIONS.—NoO 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,

““(B) in the case of a photovoltaic property,
a fuel cell property, or a wind energy prop-
erty, such property meets appropriate fire
and electric code requirements, and

“(C) in the case of property described in
subsection (d)(6), such property meets the
performance and quality standards, and the
certification requirements (if any), which—

‘(i) have been prescribed by the Secretary
by regulations (after consultation with the
Secretary of Energy or the Administrator of
the Environmental Protection Agency, as
appropriate),

“(ii) in the case of the energy efficiency
ratio (EER)—

“(1) require measurements to be based on
published data which is tested by manufac-
turers at 95 degrees Fahrenheit, and

“(11) do not require ratings to be based on
certified data of the Air Conditioning and
Refrigeration Institute, and

“(iii) are in effect at the time of the acqui-
sition of the property.

““(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 this subpart
(other than this section and section 25D),
such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such suc-
ceeding taxable year.

‘‘(d) 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 to heat
water for use in a dwelling unit located in
the United States and used as a residence by
the taxpayer if at least half of the energy
used by such property for such purpose is de-
rived 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 located in the United States
and used as a residence by the taxpayer.

““(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 FUEL CELL PROPERTY EX-
PENDITURE.—The term ‘qualified fuel cell
property expenditure’ means an expenditure
for qualified fuel cell property (as defined in
section 48(a)(4)) installed on or in connection
with a dwelling unit located in the United
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States and used as a principal residence
(within the meaning of section 121) by the
taxpayer.

““(5) 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
located in the United States and used as a
residence by the taxpayer.

““(6) QUALIFIED TIER 2 ENERGY EFFICIENT
BUILDING PROPERTY EXPENDITURE.—

“(A) IN GENERAL.—The term ‘qualified Tier
2 energy efficient building property expendi-
ture’ means an expenditure for any Tier 2 en-
ergy efficient building property.

“(B) TIER 2 ENERGY EFFICIENT BUILDING
PROPERTY.—The term ‘Tier 2 energy efficient
building property’ means—

“(i) an electric heat pump water heater
which yields an energy factor of at least 1.7
in the standard Department of Energy test
procedure,

“(ii) an electric heat pump which has a
heating seasonal performance factor (HSPF)
of at least 9, a seasonal energy efficiency
ratio (SEER) of at least 15, and an energy ef-
ficiency ratio (EER) of at least 12.5,

“(iii) an advanced natural gas, oil, or pro-
pane furnace which achieves at least 95 per-
cent annual fuel utilization efficiency
(AFUE),

“(iv) a central air conditioner which has a
seasonal energy efficiency ratio (SEER) of at
least 15 and an energy efficiency ratio (EER)
of at least 12.5,

“(v) a natural gas, oil, or propane water
heater which has an energy factor of at least
0.80 in the standard Department of Energy
test procedure, and

“‘(vi) a geothermal heat pump which has an
energy efficiency ratio (EER) of at least 21.

“(7) 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), (5), or (6) and for piping or wiring to
interconnect such property to the dwelling
unit shall be taken into account for purposes
of this section.

““(8) SWIMMING POOLS, ETC., USED AS STOR-
AGE MEDIUM.—Expenditures which are prop-
erly allocable to a swimming pool, hot tub,
or any other energy storage medium which
has a function other than the function of
such storage shall not be taken into account
for purposes of this section.

““(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 is jointly occupied and used during
any calendar year as a residence by 2 or
more individuals the following rules 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
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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 the individual owns,
such individual shall be treated as having
made the individual’s proportionate share of
any expenditures 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) ALLOCATION IN CERTAIN CASES.—Except
in the case of qualified wind energy property
expenditures, if less than 80 percent of the
use of an item is for nonbusiness purposes,
only that portion of the expenditures for
such item which is properly allocable to use
for nonbusiness purposes shall be taken into
account.

““(5) 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.

*“(6) PROPERTY FINANCED BY SUBSIDIZED EN-
ERGY FINANCING.—For purposes of deter-
mining the amount of expenditures made by
any individual with respect to any dwelling
unit, there shall not be taken into account
expenditures which are made from subsidized
energy financing (as defined in section
48(2)(5)(C))-

“(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
be reduced by the amount of the credit so al-
lowed.

‘“(9) TERMINATION.—The credit allowed
under this section shall not apply to expendi-
tures after December 31, 2007.”".

(b) CREDIT ALLOWED AGAINST REGULAR TAX
AND ALTERNATIVE MINIMUM TAX.—

(1) IN GENERAL.—Section 25C(b), as added
by subsection (a), is amended by adding at
the end the following new paragraph:

““(3) LIMITATION BASED ON AMOUNT OF TAX.—
The credit allowed under subsection (a) for
the 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 sec-
tion 25D) and section 27 for the taxable
year.”.

(2) CONFORMING AMENDMENTS.—

(A) Section 25C(c), as added by subsection
(a), is amended by striking ‘‘section 26(a) for
such taxable year reduced by the sum of the
credits allowable under this subpart (other
than this section and section 25D)”’ and in-
serting ‘‘subsection (b)(3)”.

S10311

(B) Section 23(b)(4)(B) is amended by in-
serting ‘“‘and section 25C”" after ‘‘this sec-
tion”’.

(C) Section 24(b)(3)(B) is amended by strik-
ing ‘23 and 25B’’ and inserting ‘23, 25B, and
25C”.

(D) Section 25(e)(1)(C) is amended by in-
serting ‘“25C,”” after ‘25B,”".

(E) Section 25B(g)(2) is amended by strik-
ing ‘‘section 23 and inserting ‘‘sections 23
and 25C”".

(F) Section 26(a)(1) is amended by striking
“‘and 25B’’ and inserting ‘“25B, and 25C"".

(G) Section 904(h) is amended by striking
“‘and 25B’’ and inserting ‘‘25B, and 25C"".

(H) Section 1400C(d) is amended by striking
“‘and 25B’’ and inserting ‘‘25B, and 25C™".

(c) ADDITIONAL  CONFORMING  AMEND-
MENTS.—

(1) Section 23(c), as in effect for taxable
years beginning before January 1, 2004, is
amended by striking ‘‘section 1400C’’" and in-
serting ‘‘sections 25C and 1400C”".

(2) Section 25(e)(1)(C), as in effect for tax-
able years beginning before January 1, 2004,
is amended by inserting ‘‘, 25C,”” after ‘‘sec-
tions 23",

(3) Section 1016(a), as amended by this Act,
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:

“(31) to the extent provided in section
25C(f), in the case of amounts with respect to
which a credit has been allowed under sec-
tion 25C."".

(4) Section 1400C(d), as in effect for taxable
years beginning before January 1, 2004, is
amended by inserting ‘“‘and section 25C”
after ‘“this section”.

(5) The table of sections for subpart A of
part IV of subchapter A of chapter 1 is
amended by inserting after the item relating
to section 25B the following new item:

““‘Sec. 25C. Residential energy efficient prop-

erty.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided by
paragraph (2), the amendments made by this
section shall apply to expenditures after the
date of the enactment of this Act, in taxable
years ending after such date.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to taxable years
beginning after December 31, 2003.

SEC. 304. CREDIT FOR BUSINESS INSTALLATION
OF QUALIFIED FUEL CELLS AND
STATIONARY MICROTURBINE
POWER PLANTS.

(a) IN GENERAL.—Section 48(a)(3)(A) (defin-
ing energy property) is amended by striking
“or’” at the end of clause (i), by adding “‘or”
at the end of clause (ii), and by inserting
after clause (ii) the following new clause:

“(iit) qualified fuel cell property or quali-
fied microturbine property,”.

(b) QUALIFIED FUEL CELL PROPERTY; QUALI-
FIED MICROTURBINE PROPERTY.—Section 48(a)
(relating to energy credit) is amended by re-
designating paragraphs (4) and (5) as para-
graphs (5) and (6), respectively, and by in-
serting after paragraph (3) the following new
paragraph:

““(4) QUALIFIED FUEL CELL PROPERTY; QUALI-
FIED MICROTURBINE PROPERTY.—FoOr purposes
of this subsection—

““(A) QUALIFIED FUEL CELL PROPERTY.—

“(i) IN GENERAL.—The term ‘qualified fuel
cell property’ means a fuel cell power plant
which—

“(1) generates at least 0.5 kilowatt of elec-
tricity using an electrochemical process, and

“(11) has an electricity-only generation ef-
ficiency greater than 30 percent.

“(if) LIMITATION.—INn the case of qualified
fuel cell property placed in service during
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the taxable year, the credit otherwise deter-
mined under paragraph (1) for such year with
respect to such property shall not exceed an
amount equal to $500 for each 0.5 kilowatt of
capacity of such property.

“(iil) FUEL CELL POWER PLANT.—The term
‘fuel cell power plant’ means an integrated
system comprised of a fuel cell stack assem-
bly and associated balance of plant compo-
nents which converts a fuel into electricity
using electrochemical means.

“(iv) TERMINATION.—The term ‘qualified
fuel cell property’ shall not include any
property placed in service after December 31,
2007.

““(B) QUALIFIED MICROTURBINE PROPERTY.—

“(i) IN GENERAL.—The term ‘qualified
microturbine property’ means a stationary
microturbine power plant which—

“(1) has a capacity of less than 2,000 kilo-
watts, and

“(11) has an electricity-only generation ef-
ficiency of not less than 26 percent at Inter-
national Standard Organization conditions.

“(ii) LIMITATION.—In the case of qualified
microturbine property placed in service dur-
ing the taxable year, the credit otherwise de-
termined under paragraph (1) for such year
with respect to such property shall not ex-
ceed an amount equal $200 for each kilowatt
of capacity of such property.

“(iif) STATIONARY MICROTURBINE POWER
PLANT.—The term ‘stationary microturbine
power plant’ means an integrated system
comprised of a gas turbine engine, a com-
bustor, a recuperator or regenerator, a gen-
erator or alternator, and associated balance
of plant components which converts a fuel
into electricity and thermal energy. Such
term also includes all secondary components
located between the existing infrastructure
for fuel delivery and the existing infrastruc-
ture for power distribution, including equip-
ment and controls for meeting relevant
power standards, such as voltage, frequency,
and power factors.

“(iv) TERMINATION.—The term ‘qualified
microturbine property’ shall not include any
property placed in service after December 31,
2006.".

(c) ENERGY PERCENTAGE.—Section
48(a)(2)(A) (relating to energy percentage) is
amended to read as follows:

“(A) IN GENERAL.—The energy percentage
is—

“(i) in the case of qualified fuel cell prop-
erty, 30 percent, and

“(ii) in the case of any other energy prop-
erty, 10 percent.”’.

(d) CONFORMING AMENDMENTS.—

(A) Section 29(b)(3)(A)(i)(111) is amended by
striking ‘‘section 48(a)(4)(C)” and inserting
‘“‘section 48(a)(5)(C)”".

(B) Section 48(a)(1) is amended by inserting
‘“‘except as provided in subparagraph (A)(ii)
or (B)(ii) of paragraph (4),” before ‘“‘the en-
ergy’’.

(e) 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, in taxable years ending
after such date, under rules similar to the
rules of section 48(m) of the Internal Rev-
enue Code of 1986 (as in effect on the day be-
fore the date of the enactment of the Rev-
enue Reconciliation Act of 1990).

SEC. 305. ENERGY EFFICIENT COMMERCIAL
BUILDINGS DEDUCTION.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations) is amended
by inserting after section 179A the following
new section:

“SEC. 179B. ENERGY EFFICIENT COMMERCIAL
BUILDINGS DEDUCTION.

““(a) IN GENERAL.—There shall be allowed

as a deduction for the taxable year in which

CONGRESSIONAL RECORD — SENATE

a building is placed in service by a taxpayer,
an amount equal to the energy efficient com-
mercial building property expenditures made
by such taxpayer with respect to the con-
struction or reconstruction of such building
for the taxable year or any preceding taxable
ear.

Y “(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) ENERGY EFFICIENT COMMERCIAL BUILD-
ING PROPERTY EXPENDITURES.—FoOr purposes
of this section—

““(1) IN GENERAL.—The term ‘energy effi-
cient commercial building property expendi-
tures’ means amounts paid or incurred for
energy efficient property installed on or in
connection with the construction or recon-
struction of a building—

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

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

“(C) which is the type of structure to

which the Standard 90.1-2001 of the American
Society of Heating, Refrigerating, and Air
Conditioning Engineers and the Illluminating
Engineering Society of North America is ap-
plicable.
Such term includes expenditures for labor
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of
the property.

‘“(2) ENERGY EFFICIENT PROPERTY.—For pur-
poses of paragraph (1)—

“(A) IN GENERAL.—The term ‘energy effi-
cient property’ means any property which
reduces total annual energy and power costs
with respect to the lighting, heating, cool-
ing, ventilation, and hot water supply sys-
tems of the building by 50 percent or more in
comparison to a building which meets the
minimum requirements of Standard 90.1-2001
of the American Society of Heating, Refrig-
erating, and Air Conditioning Engineers and
the Illuminating Engineering Society of
North America, using methods of calculation
described in subparagraph (B) and certified
by qualified individuals as provided under
paragraph (5).

““(B) 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 costs.

““(C) COMPUTER SOFTWARE.—

“(i) IN GENERAL.—ANy calculation de-
scribed in subparagraph (B) shall be prepared
by qualified computer software.

““(if) QUALIFIED COMPUTER SOFTWARE.—For
purposes of this subparagraph, the term
‘qualified computer software’ means soft-
ware—

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

“(11) 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

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

““(3) ALLOCATION OF DEDUCTION FOR PUBLIC
PROPERTY.—INn the case of energy efficient
commercial building property expenditures
made by a public entity with respect to the
construction or reconstruction of a public
building, the Secretary shall promulgate
regulations under which the value of the de-
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duction with respect to such expenditures
which would be allowable to the public enti-
ty under this section (determined without
regard to the tax-exempt status of such enti-
ty) may be allocated to the person primarily
responsible for designing the energy efficient
property. Such person shall be treated as the
taxpayer for purposes of this section.

““(4) NoTICE TO OWNER.—ANy qualified indi-
vidual providing a certification under para-
graph (5) 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 (2)(C)(ii)(111).

““(5) CERTIFICATION.—

““(A) IN GENERAL.—The Secretary shall pre-
scribe procedures for the inspection and test-
ing for compliance of buildings by qualified
individuals described in subparagraph (B).
Such procedures shall be—

“(i) comparable, given the difference be-
tween commercial and residential buildings,
to the requirements in the Mortgage Indus-
try National Home Energy Rating Stand-
ards, and

“(ii) fuel neutral such that the same en-
ergy efficiency measures allow a building to
be eligible for the credit under this section
regardless of whether such building uses a
gas or oil furnace or boiler or an electric
heat pump.

““(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. The Secretary may qual-
ify a home energy ratings organization, a
local building regulatory authority, a State
or local energy office, a utility, or any other
organization which meets the requirements
prescribed under this paragraph.

““(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.

“(d) BASIS REDUCTION.—For purposes of
this subtitle, if a deduction is allowed under
this section with respect to any energy effi-
cient property, the basis of such property
shall be reduced by the amount of the deduc-
tion so allowed.

““(e) REGULATIONS.—The Secretary shall
promulgate such regulations as necessary to
take into account new technologies regard-
ing energy efficiency and renewable energy
for purposes of determining energy efficiency
and savings under this section.

“(f) TERMINATION.—This section shall not
apply with respect to any energy efficient
commercial building property expenditures
in connection with a building the construc-
tion of which is not completed on or before
December 31, 2009.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 1016(a), as amended by this Act,
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 new
paragraph:

““(32) to the extent provided
179B(d).”".

(2) Section 1245(a) is amended by inserting
“179B,”” after ‘“179A,” both places it appears
in paragraphs (2)(C) and (3)(C).

(3) Section 1250(b)(3) is amended by insert-
ing before the period at the end of the first
sentence ‘‘or by section 179B”".

(4) Section 263(a)(1) is amended by striking
“or” at the end of subparagraph (G), by
striking the period at the end of subpara-
graph (H) and inserting ‘‘, or”’, and by insert-
ing after subparagraph (H) the following new
subparagraph:

in section
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“(1) expenditures for which a deduction is
allowed under section 179B.".

(5) Section 312(k)(3)(B) is amended by
striking ‘“‘or 179A’ each place it appears in
the heading and text and inserting “‘, 179A,
or 179B”".

(c) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1 is amended by inserting after section
179A the following new item:

‘“Sec. 179B. Energy efficient commercial
buildings deduction.”.

(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. 306. THREE-YEAR APPLICABLE RECOVERY
PERIOD FOR DEPRECIATION OF
QUALIFIED ENERGY MANAGEMENT
DEVICES.

(a) IN GENERAL.—Section 168(e)(3)(A) (de-
fining 3-year property) 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 new clause:

“(iv) any qualified energy management de-
vice.”.

(b) DEFINITION OF QUALIFIED ENERGY MAN-
AGEMENT DEVICE.—Section 168(i) (relating to
definitions and special rules) is amended by
inserting at the end the following new para-
graph:

““(15) QUALIFIED ENERGY MANAGEMENT DE-
VICE.—

“(A) IN GENERAL.—The term ‘qualified en-
ergy management device’ means any energy
management device which is placed in serv-
ice before January 1, 2008, by a taxpayer who
is a supplier of electric energy or a provider
of electric energy services.

‘“(B) ENERGY MANAGEMENT DEVICE.—For
purposes of subparagraph (A), the term ‘en-
ergy management device’ means any meter
or metering device which is used by the tax-
payer—

“(i) to measure and record electricity
usage data on a time-differentiated basis in
at least 4 separate time segments per day,
and

“(ii) to provide such data on at least a
monthly basis to both consumers and the
taxpayer.”.

(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, in taxable years ending
after such date.

SEC. 307. THREE-YEAR APPLICABLE RECOVERY
PERIOD FOR DEPRECIATION OF
QUALIFIED WATER SUBMETERING
DEVICES.

(a) IN GENERAL.—Section 168(e)(3)(A) (de-
fining 3-year property), as amended by this
Act, 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 adding at the end the following new
clause:

“(v) any qualified water submetering de-
vice.”.

(b) DEFINITION OF QUALIFIED WATER SUB-
METERING DEVICE.—Section 168(i) (relating to
definitions and special rules), as amended by
this Act, is amended by inserting at the end
the following new paragraph:

““(16) QUALIFIED WATER SUBMETERING DE-
VICE.—

“(A) IN GENERAL.—The term ‘qualified
water submetering device’ means any water
submetering device which is placed in serv-
ice before January 1, 2008, by a taxpayer who
is an eligible resupplier with respect to the
unit for which the device is placed in service.

““(B) WATER SUBMETERING DEVICE.—For pur-
poses of this paragraph, the term ‘water sub-
metering device’ means any submetering de-
vice which is used by the taxpayer—
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“(i) to measure and record water usage
data, and

‘“(if) to provide such data on at least a
monthly basis to both consumers and the
taxpayer.

““(C) ELIGIBLE RESUPPLIER.—FoOr purposes
of subparagraph (A), the term ‘eligible resup-
plier’ means any taxpayer who purchases and
installs qualified water submetering devices
in every unit in any multi-unit property.”.

(¢) 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, in taxable years ending
after such date.

SEC. 308. ENERGY CREDIT FOR COMBINED HEAT
AND POWER SYSTEM PROPERTY.

(a) IN GENERAL.—Section 48(a)(3)(A) (defin-
ing energy property), as amended by this
Act, is amended by striking ‘“‘or’”’ at the end
of clause (ii), by adding ‘“‘or”” at the end of
clause (iii), and by inserting after clause (iii)
the following new clause:

“(iv) combined heat and power system
property,”.

(b) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—Section 48(a) (relating to energy
credit), as amended by this Act, is amended
by redesignating paragraphs (5) and (6) as
paragraphs (6) and (7), respectively, and by
inserting after paragraph (4) the following
new paragraph:

‘“(5) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—For purposes of this subsection—

‘“(A) COMBINED HEAT AND POWER SYSTEM
PROPERTY.—The term ‘combined heat and
power system property’ means property com-
prising a system—

(i) which uses the same energy source for
the simultaneous or sequential generation of
electrical power, mechanical shaft power, or
both, in combination with the generation of
steam or other forms of useful thermal en-
ergy (including heating and cooling applica-
tions),

“(if) 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—

“(1) at least 20 percent of its total useful
energy in the form of thermal energy which
is not used to produce electrical or mechan-
ical power (or combination thereof), and

“(I1) at least 20 percent of its total useful
energy in the form of electrical or mechan-
ical power (or combination thereof),

‘“(iv) the energy efficiency percentage of
which exceeds 60 percent (70 percent in the
case of a system with an electrical capacity
in excess of 50 megawatts or a mechanical
energy capacity in excess of 67,000 horse-
power, or an equivalent combination of elec-

trical and mechanical energy capacities),
and

““(v) which is placed in service before Janu-
ary 1, 2007.

““(B) SPECIAL RULES.—

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

“(1) the numerator of which is the total
useful electrical, thermal, and mechanical
power produced by the system at normal op-
erating rates, and expected to be consumed
in its normal application, and

“(I1) the denominator of which is the lower
heating value of the primary fuel source for
the system.

‘(i) 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
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property used to transport the energy source
to the facility or to distribute energy pro-
duced by the facility.

““(iv) PUBLIC UTILITY PROPERTY.—

“(I) ACCOUNTING RULE FOR PUBLIC UTILITY
PROPERTY.—If the combined heat and power
system property is public utility property
(as defined in section 168(i)(10)), the taxpayer
may only claim the credit under this sub-
section if, with respect to such property, the
taxpayer uses a normalization method of ac-
counting.

“(I1) CERTAIN EXCEPTION NOT TO APPLY.—
The matter following paragraph (3)(D) shall
not apply to combined heat and power sys-
tem property.

““(v) NONAPPLICATION OF CERTAIN RULES.—
For purposes of determining if the term
‘combined heat and power system property’
includes technologies which generate elec-
tricity or mechanical power using back-pres-
sure steam turbines in place of existing pres-
sure-reducing valves or which make use of
waste heat from industrial processes such as
by using organic rankin, stirling, or kalina
heat engine systems, subparagraph (A) shall
be applied without regard to clauses (i), (iii),
and (iv) thereof.

““(C) EXTENSION OF DEPRECIATION RECOVERY
PERIOD.—If a taxpayer is allowed a credit
under this section for a combined heat and
power system property which has a class life
of 15 years or less under section 168, such
property shall be treated as having a 22-year
class life for purposes of section 168.”".

(c) 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:

““(15) 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
with respect to property described in section
48(a)(5) may be carried back to a taxable
year ending on or before the date of the en-
actment of such section.”.

(d) CONFORMING AMENDMENTS.—

(A) Section 25C(e)(6), as added by this Act,
is amended by striking ‘‘section 48(a)(5)(C)”’
and inserting ‘‘section 48(a)(6)(C)"".

(B) Section 29(b)(3)(A)(i)(111), as amended
by this Act, is amended by striking ‘‘section
48(a)(5)(C)”’ and inserting ‘‘section
48(a)(6)(C)”.

(e) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to prop-
erty placed in service after the date of the
enactment of this Act, in taxable years end-
ing after such date, 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. 309. 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
10 percent of the amount paid or incurred by
the taxpayer for qualified energy efficiency
improvements installed during such taxable
year.

“(b) LIMITATION.—The credit allowed by
this section with respect to a dwelling for
any taxable year shall not exceed $300, re-
duced (but not below zero) by the sum of the
credits allowed under subsection (a) to the
taxpayer with respect to the dwelling for all
preceding taxable years.
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““(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 this subpart
(other than this section) for such taxable
year, such excess shall be carried to the suc-
ceeding taxable year and added to the credit
allowable under subsection (a) for such suc-
ceeding taxable 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 are certified as achieving at least a 30
percent reduction in heating and cooling en-
ergy usage for the dwelling (as measured in
terms of energy cost to the taxpayer), if—

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

“(A) is located in the United States,

“(B) has not been treated as a qualifying
new home for purposes of any credit allowed
under section 45G, and

“(C) is 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.—

““(1) METHODS OF CERTIFICATION.—

““(A) COMPONENT-BASED METHOD.—The cer-
tification described in subsection (d) for any
component described in such subsection shall
be determined on the basis of applicable en-
ergy efficiency ratings (including product la-
beling requirements) for affected building
envelope components.

““(B) PERFORMANCE-BASED METHOD.—

“(i) IN GENERAL.—The certification de-
scribed in subsection (d) for any combination
of measures described in such subsection
shall be—

“(1) determined by comparing the pro-
jected heating and cooling energy usage for
the dwelling to such usage for such dwelling
in its original condition, and

“(I1) accompanied by a written analysis
documenting the proper application of a per-
missible energy performance calculation
method to the specific circumstances of such
dwelling.

““(ii) COMPUTER SOFTWARE.—Computer soft-
ware shall be used in support of a perform-
ance-based method certification under clause
(i). Such software shall meet procedures and
methods for calculating energy and cost sav-
ings in regulations promulgated by the Sec-
retary of Energy. Such regulations on the
specifications for software and verification
protocols shall be based on the 2001 Cali-
fornia Residential Alternative Calculation
Method Approval Manual.

“(2) PROVIDER.—A certification described
in subsection (d) shall be provided by—

“(A) in the case of the method described in
paragraph (1)(A), by a third party, such as a
local building regulatory authority, a util-
ity, a manufactured home primary inspec-
tion agency, or a home energy rating organi-
zation, or

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

“(3) ForM.—A certification described in
subsection (d) shall be made in writing on
forms which specify in readily inspectable
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fashion the energy efficient components and
other measures and their respective effi-
ciency ratings, and which include a perma-
nent label affixed to the electrical distribu-
tion panel of the dwelling.

“‘(4) REGULATIONS.—

“(A) IN GENERAL.—IN prescribing regula-
tions under this subsection for certification
methods described in paragraph (1)(B), the
Secretary, after examining the requirements
for energy consultants and home energy rat-
ings providers specified by the Mortgage In-
dustry National Home Energy Rating Stand-
ards, shall prescribe procedures for calcu-
lating annual energy usage and cost reduc-
tions for heating and cooling and for the re-
porting of the results. Such regulations
shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a dwelling to
be eligible for the credit under this section
regardless of whether such 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 owner of the dwelling.

‘“(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 Home En-
ergy Rating Standards.

““(f) DEFINITIONS AND 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 rules 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.—INn the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which the individual owns,
such individual shall be treated as having
paid the individual’s proportionate share of
the cost of qualified energy efficiency im-
provements made by 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
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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) any insulation material or system
which is specifically and primarily designed
to reduce the heat loss or gain or a dwelling
when installed in or on such dwelling,

“(B) exterior windows (including
lights), and

““(C) exterior 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
not apply to qualified energy efficiency im-
provements installed after December 31,
2006.".

(b) CREDIT ALLOWED AGAINST REGULAR TAX
AND ALTERNATIVE MINIMUM TAX.—

(1) IN GENERAL.—Section 25D(b), as added
by subsection (a), is amended by adding at
the end the following new paragraph:

““(3) LIMITATION BASED ON AMOUNT OF TAX.—
The credit allowed under subsection (a) for
the 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) Section 25D(c), as added by subsection
(a), is amended by striking ‘‘section 26(a) for
such taxable year reduced by the sum of the
credits allowable under this subpart (other
than this section)’” and inserting ‘‘subsection
)B)".

(B) Section 23(b)(4)(B), as amended by this
Act, is amended by striking ‘“‘section 25C”’
and inserting ‘‘sections 25C and 25D"".

(C) Section 24(b)(3)(B), as amended by this
Act, is amended by striking ‘“and 25C’’ and
inserting ““25C, and 25D"".

(D) Section 25(e)(1)(C), as amended by this
Act, is amended by inserting ‘“25D,” after
“25C,"".

(E) Section 25B(g)(2), as amended by this
Act, is amended by striking ‘23 and 25C’* and
inserting ‘23, 25C, and 25D”".

(F) Section 26(a)(1), as amended by this
Act, is amended by striking ‘““and 25C’’ and
inserting ““25C, and 25D"".

(G) Section 904(h), as amended by this Act,
is amended by striking ‘““and 25C”’ and insert-
ing ““25C, and 25D"".

(H) Section 1400C(d), as amended by this
Act, is amended by striking ‘“and 25C’’ and
inserting ““25C, and 25D"".

(c) ADDITIONAL CONFORMING
MENTS.—

(1) Section 23(c), as in effect for taxable
years beginning before January 1, 2004, and
as amended by this Act, is amended by in-
serting “‘, 25D, after ‘‘sections 25C”".

(2) Section 25(e)(1)(C), as in effect for tax-
able years beginning before January 1, 2004,
and as amended by this Act, is amended by
inserting ‘25D, after “*25C,”".

(3) Section 1016(a), as amended by this Act,
is amended by striking “‘and’ at the end of
paragraph (31), by striking the period at the
end of paragraph (32) and inserting ‘‘; and”’,
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and by adding at the end the following new
paragraph:

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

(4) Section 1400C(d), as in effect for taxable
years beginning before January 1, 2004, and
as amended by this Act, is amended by strik-
ing “‘section 25C”’ and inserting ‘‘sections 25C
and 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.”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided by
paragraph (2), the amendments made by this
section shall apply to property installed
after the date of the enactment of this Act,
in taxable years ending after such date.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to taxable years
beginning after December 31, 2003.

TITLE IV—CLEAN COAL INCENTIVES
Subtitle A—Credit for Emission Reductions
and Efficiency Improvements in Existing

Coal-Based Electricity Generation Facili-

ties
SEC. 401. CREDIT FOR PRODUCTION FROM A

QUALIFYING CLEAN COAL TECH-
NOLOGY UNIT.

(a) CREDIT FOR PRODUCTION FROM A QUALI-
FYING CLEAN COAL TECHNOLOGY UNIT.—Sub-
part D of part IV of subchapter A of chapter
1 (relating to business related credits), as
amended by this Act, is amended by adding
at the end the following new section:

“SEC. 45I. CREDIT FOR PRODUCTION FROM A
QUALIFYING CLEAN COAL TECH-
NOLOGY UNIT.

““‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the qualifying clean coal technology
production credit of any taxpayer for any
taxable year is equal to—

“(1) the applicable amount of clean coal
technology production credit, multiplied by

““(2) the applicable percentage of 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 clean coal tech-
nology unit, but only if such production oc-
curs during the 10-year period beginning on
the date the unit was returned to service
after becoming a qualifying clean coal tech-
nology unit.

““(b) APPLICABLE AMOUNT.—

““(1) IN GENERAL.—For purposes of this sec-
tion, the applicable amount of clean coal
technology production credit is equal to
$0.0034.

“(2) INFLATION ADJUSTMENT.—For calendar
years after 2004, the applicable amount of
clean coal technology production credit shall
be adjusted by multiplying such amount by
the inflation adjustment factor for the cal-
endar year in 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 mul-
tiple of 0.01 cent.

““(c) APPLICABLE PERCENTAGE.—For pur-
poses of this section, with respect to any
qualifying clean coal technology unit, the
applicable percentage is the percentage
equal to the ratio which the portion of the
national megawatt capacity limitation allo-
cated to the taxpayer with respect to such
unit under subsection (e) bears to the total
megawatt capacity of such unit.

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—
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““(1) QUALIFYING CLEAN COAL TECHNOLOGY
UNIT.—The term ‘qualifying clean coal tech-
nology unit’ means a clean coal technology
unit of the taxpayer which—

“(A) on the date of the enactment of this
section—

‘(i) was a coal-based electricity generating
steam generator-turbine unit which was not
a clean coal technology unit, and

“(if) had a nameplate capacity rating of
not more than 300 megawatts,

‘“(B) becomes a clean coal technology unit
as the result of the retrofitting, repowering,
or replacement of the unit with clean coal
technology during the 10-year period begin-
ning on the date of the enactment of this
section,

““(C) is not receiving nor is scheduled to re-
ceive funding under the Clean Coal Tech-
nology Program, the Power Plant Improve-
ment Initiative, or the Clean Coal Power Ini-
tiative administered by the Secretary of En-
ergy, and

‘(D) receives an allocation of a portion of
the national megawatt capacity limitation
under subsection (e).

““(2) CLEAN COAL TECHNOLOGY UNIT.—The
term ‘clean coal technology unit’ means a
unit which—

““(A) uses clean coal technology, including
advanced pulverized coal or atmospheric flu-
idized bed combustion, pressurized fluidized
bed combustion, integrated gasification com-
bined cycle, or any other technology, for the
production of electricity,

‘“(B) uses coal to produce 75 percent or
more of its thermal output as electricity,

“(C) has a design net heat rate of at least
500 less than that of such unit as described in
paragraph (1)(A),

‘(D) has a maximum design net heat rate
of not more than 9,500, and

“(E) meets the pollution control require-
ments of paragraph (3).

(3) POLLUTION CONTROL REQUIREMENTS.—

“(A) IN GENERAL.—A unit meets the re-
quirements of this paragraph if—

‘(i) its emissions of sulfur dioxide, nitro-
gen oxide, or particulates meet the lower of
the emission levels for each such emission
specified in—

““(1) subparagraph (B), or

“(11) the new source performance standards
of the Clean Air Act (42 U.S.C. 7411) which
are in effect for the category of source at the
time of the retrofitting, repowering, or re-
placement of the unit, and

““(ii) its emissions do not exceed any rel-
evant emission level specified by regulation
pursuant to the hazardous air pollutant re-
quirements of the Clean Air Act (42 U.S.C.
7412) in effect at the time of the retrofitting,
repowering, or replacement.

““(B) SPECIFIC LEVELS.—The levels specified
in this subparagraph are—

(i) in the case of sulfur dioxide emissions,
50 percent of the sulfur dioxide emission lev-
els specified in the new source performance
standards of the Clean Air Act (42 U.S.C.
7411) in effect on the date of the enactment
of this section for the category of source,

‘(i) In the case of nitrogen oxide emis-
sions—

“(1) 0.1 pound per million Btu of heat input
if the unit is not a cyclone-fired boiler, and

“(I1) if the unit is a cyclone-fired boiler, 15
percent of the uncontrolled nitrogen oxide
emissions from such boilers, and

“(iii) in the case of particulate emissions,
0.02 pound per million Btu of heat input.

‘“(4) DESIGN NET HEAT RATE.—The design
net heat rate with respect to any unit, meas-
ured in Btu per kilowatt hour (HHV)—

“(A) shall be based on the design annual
heat input to and the design annual net elec-
trical power, fuels, and chemicals output
from such unit (determined without regard
to such unit’s co-generation of steam),
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““(B) shall be adjusted for the heat content
of the design coal to be used by the unit if it
is less than 12,000 Btu per pound according to
the following formula:

Design net heat rate = Unit net heat rate x
[1- {((12,000-design coal heat content, Btu
per pound)/1,000) x 0.013}],

“(C) shall be corrected for the site ref-
erence conditions of—

‘(i) elevation above sea level of 500 feet,

““(ii) air pressure of 14.4 pounds per square
inch absolute (psia),

“(iii) temperature, dry bulb of 63°F,

““(iv) temperature, wet bulb of 54°F, and

““(v) relative humidity of 55 percent, and

‘(D) if carbon capture controls have been
installed with respect to any qualifying unit
and such controls remove at least 50 percent
of the unit’s carbon dioxide emissions, shall
be adjusted up to the design heat rate level
which would have resulted without the in-
stallation of such controls.

“(5) HHV.—The term ‘HHV’ means higher
heating value.

““(6) APPLICATION OF CERTAIN RULES.—The
rules of paragraphs (3), (4), and (5) of section
45(d) shall apply.

““(7) INFLATION ADJUSTMENT FACTOR.—

“(A) IN GENERAL.—The term ‘inflation ad-
justment 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 denomi-
nator of which is the GDP implicit price
deflator for the calendar year 2003.

“(B) GDP IMPLICIT PRICE DEFLATOR.—The
term ‘GDP implicit price deflator’ means, for
any calendar year, the most recent revision
of the implicit price deflator for the gross
domestic product as of June 30 of such cal-
endar year as computed by the Department
of Commerce before October 1 of such cal-
endar year.

““(8) NONCOMPLIANCE ~ WITH  POLLUTION
LAWS.—For purposes of this section, a unit
which is not in compliance with the applica-
ble State and Federal pollution prevention,
control, and permit requirements for any pe-
riod of time shall not be considered to be a
qualifying clean coal technology unit during
such period.

‘“(e) NATIONAL LIMITATION ON THE AGGRE-
GATE CAPACITY OF QUALIFYING CLEAN COAL
TECHNOLOGY UNITS.—

“(1) IN GENERAL.—For purposes of this sec-
tion, the national megawatt capacity limita-
tion for qualifying clean coal technology
units is 4,000 megawatts.

““(2) ALLOCATION OF LIMITATION.—The Sec-
retary shall allocate the national megawatt
capacity limitation for qualifying clean coal
technology units in such manner as the Sec-
retary may prescribe under the regulations
under paragraph (3).

“(3) REGULATIONS.—Not later than 6
months after the date of the enactment of
this section, the Secretary shall prescribe
such regulations as may be necessary or ap-
propriate—

“(A) to carry out the purposes of this sub-
section,

““(B) to limit the capacity of any qualifying
clean coal technology unit to which this sec-
tion applies so that the megawatt capacity
allocated to any unit under this subsection
does not exceed 300 megawatts and the com-
bined megawatt capacity allocated to all
such units when all such units are placed in
service during the 10-year period described in
subsection (d)(1)(B), does not exceed 4,000
megawatts,

“(C) to provide a certification process
under which the Secretary, in consultation
with the Secretary of Energy, shall approve
and allocate the national megawatt capacity
limitation—

‘(i) to encourage that units with the high-
est thermal efficiencies, when adjusted for
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the heat content of the design coal and site

reference conditions described in subsection

(d)(4)(C), and environmental performance, be

placed in service as soon as possible, and

“(ii) to allocate capacity to taxpayers
which have a definite and credible plan for
placing into commercial operation a quali-
fying clean coal technology unit, including—

“() a site,

“(I1) contractual commitments for pro-
curement and construction or, in the case of
regulated utilities, the agreement of the
State utility commission,

U] filings for all
preconstruction approvals,

“(1V) a demonstrated record of having suc-
cessfully completed comparable projects on a
timely basis, and

““(V) such other factors that the Secretary
determines are appropriate,

‘(D) to allocate the national megawatt ca-
pacity limitation to a portion of the capac-
ity of a qualifying clean coal technology unit
if the Secretary determines that such an al-
location would maximize the amount of effi-
cient production encouraged with the avail-
able tax credits,

“(E) to set progress requirements and con-
ditional approvals so that capacity alloca-
tions for clean coal technology units which
become unlikely to meet the necessary con-
ditions for qualifying can be reallocated by
the Secretary to other clean coal technology
units, and

“(F) to provide taxpayers with opportuni-
ties to correct administrative errors and
omissions with respect to allocations and
record keeping within a reasonable period
after discovery, taking into account the
availability of regulations and other admin-
istrative guidance from the Secretary.”’.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit), as amended by this Act, is
amended by striking “plus’” at the end of
paragraph (18), by striking the period at the
end of paragraph (19) and inserting “‘, plus”,
and by adding at the end the following new
paragraph:

““(20) the qualifying clean coal technology
production credit determined under section
451(a).”.

(c) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules), as amended by
this Act, is amended by adding at the end
the following new paragraph:

““(16) NO CARRYBACK OF SECTION 451 CREDIT
BEFORE EFFECTIVE DATE.—NoO portion of the
unused business credit for any taxable year
which is attributable to the qualifying clean
coal technology production credit deter-
mined under section 451 may be carried back
to a taxable year ending on or before the
date of the enactment of such section.”.

(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 new item:

““‘Sec. 451. Credit for production from a quali-
fying clean coal technology
unit.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to produc-
tion after the date of the enactment of this
Act, in taxable years ending after such date.

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

SEC. 411. CREDIT FOR INVESTMENT IN QUALI-

FYING ADVANCED CLEAN COAL
TECHNOLOGY.

(a) ALLOWANCE OF QUALIFYING ADVANCED
CLEAN COAL TECHNOLOGY UNIT CREDIT.—Sec-
tion 46 (relating to amount of credit) is
amended by striking ‘“‘and’” at the end of
paragraph (2), by striking the period at the

necessary
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end of paragraph (3) and inserting “, and”’,
and by adding at the end the following new
paragraph:

‘“(4) the qualifying advanced clean coal
technology unit credit.”.

(b) AMOUNT OF QUALIFYING ADVANCED
CLEAN COAL TECHNOLOGY UNIT CREDIT.—Sub-
part 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 new section:

“SEC. 48A. QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY UNIT CREDIT.

““(a) IN GENERAL.—For purposes of section
46, the qualifying advanced clean coal tech-
nology unit credit for any taxable year is an
amount equal to 10 percent of the applicable
percentage of the qualified investment in a
qualifying advanced clean coal technology
unit for such taxable year.

“(b) QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY UNIT.—

“(1) IN GENERAL.—For purposes of sub-
section (a), the term ‘qualifying advanced
clean coal technology unit’ means an ad-
vanced clean coal technology unit of the tax-
payer—

“(A)(1) in the case of a unit first placed in
service after the date of the enactment of
this section, the original use of which com-
mences with the taxpayer, or

“(ii) in the case of the retrofitting or
repowering of a unit first placed in service
before such date of enactment, the retro-
fitting or repowering of which is completed
by the taxpayer after such date, or

““(B) which is depreciable under section 167,

““(C) which has a useful life of not less than
4 years,

‘(D) which is located in the United States,

“(E) which is not receiving nor is sched-
uled to receive funding under the Clean Coal
Technology Program, the Power Plant Im-
provement Initiative, or the Clean Coal
Power Initiative administered by the Sec-
retary of Energy,

“(F) which is not a qualifying clean coal
technology unit, and

““(G) which receives an allocation of a por-
tion of the national megawatt capacity limi-
tation under subsection (f).

““(2) SPECIAL RULE FOR SALE-LEASEBACKS.—
For purposes of subparagraph (A) of para-
graph (1), in the case of a unit 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 unit was origi-
nally placed in service, for a period of not
less than 12 years,
such unit shall be treated as originally
placed in service not earlier than the date on
which such unit is used under the leaseback
(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 sen-
tence. Such an election, once made, may be
revoked only with the consent of the Sec-
retary.

““(3) NONCOMPLIANCE  WITH  POLLUTION
LAWS.—For purposes of this subsection, a
unit which is not in compliance with the ap-
plicable State and Federal pollution preven-
tion, control, and permit requirements for
any period of time shall not be considered to
be a qualifying advanced clean coal tech-
nology unit during such period.

‘“(c) APPLICABLE PERCENTAGE.—For pur-
poses of this section, with respect to any
qualifying advanced clean coal technology
unit, the applicable percentage is the per-
centage equal to the ratio which the portion
of the national megawatt capacity limita-
tion allocated to the taxpayer with respect
to such unit under subsection (f) bears to the
total megawatt capacity of such unit.
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““(d) ADVANCED CLEAN COAL TECHNOLOGY
UNIT.—For purposes of this section—

“(1) IN GENERAL.—The term ‘advanced
clean coal technology unit’ means a new,
retrofit, or repowering unit of the taxpayer
which—

“(A) is—

‘(i) an eligible advanced pulverized coal or
atmospheric fluidized bed combustion tech-
nology unit,

“(if) an eligible pressurized fluidized bed
combustion technology unit,

“(iii) an eligible integrated gasification
combined cycle technology unit, or

“(iv) an eligible other technology unit, and

“(B) meets the carbon emission rate re-
quirements of paragraph (6).

““(2) ELIGIBLE ADVANCED PULVERIZED COAL
OR ATMOSPHERIC FLUIDIZED BED COMBUSTION
TECHNOLOGY UNIT.—The term ‘eligible ad-
vanced pulverized coal or atmospheric fluid-
ized bed combustion technology unit’ means
a clean coal technology unit using advanced
pulverized coal or atmospheric fluidized bed
combustion technology which—

“(A) is placed in service after the date of
the enactment of this section and before
January 1, 2013, and

““(B) has a design net heat rate of not more
than 8,500 (8,900 in the case of units placed in
service before 2009).

““(3) ELIGIBLE PRESSURIZED FLUIDIZED BED
COMBUSTION TECHNOLOGY UNIT.—The term ‘el-
igible pressurized fluidized bed combustion
technology unit’ means a clean coal tech-
nology unit using pressurized fluidized bed
combustion technology which—

“(A) is placed in service after the date of
the enactment of this section and before
January 1, 2017, and

“(B) has a design net heat rate of not more
than 7,720 (8,900 in the case of units placed in
service before 2009, and 8,500 in the case of
units placed in service after 2008 and before
2013).

““(4) ELIGIBLE INTEGRATED GASIFICATION
COMBINED CYCLE TECHNOLOGY UNIT.—The term
‘eligible integrated gasification combined
cycle technology unit’ means a clean coal
technology unit using integrated gasifi-
cation combined cycle technology, with or
without fuel or chemical co-production,
which—

“(A) is placed in service after the date of
the enactment of this section and before
January 1, 2017,

““(B) has a design net heat rate of not more
than 7,720 (8,900 in the case of units placed in
service before 2009, and 8,500 in the case of
units placed in service after 2008 and before
2013), and

“(C) has a net thermal efficiency (HHV)
using coal with fuel or chemical co-produc-
tion of not less than 44.2 percent (38.4 percent
in the case of units placed in service before
2009, and 40.2 percent in the case of units
placed in service after 2008 and before 2013).

““(5) ELIGIBLE OTHER TECHNOLOGY UNIT.—
The term ‘eligible other technology unit’
means a clean coal technology unit using
any other technology for the production of
electricity which is placed in service after
the date of the enactment of this section and
before January 1, 2017.

‘“(6) CARBON EMISSION
MENTS.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), a unit meets the require-
ments of this paragraph if—

“(i) in the case of a unit using design coal
with a heat content of not more than 9,000
Btu per pound, the carbon emission rate is
less than 0.60 pound of carbon per kilowatt
hour, and

“(ii) in the case of a unit using design coal
with a heat content of more than 9,000 Btu
per pound, the carbon emission rate is less
than 0.54 pound of carbon per kilowatt hour.

RATE REQUIRE-
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““(B) ELIGIBLE OTHER TECHNOLOGY UNIT.—In
the case of an eligible other technology unit,
subparagraph (A) shall be applied by sub-
stituting ‘0.51" and ‘0.459" for ‘0.60" and ‘0.54’,
respectively.

‘‘(e) GENERAL DEFINITIONS.—AnNy term used
in this section which is also used in section
451 shall have the meaning given such term
in section 451.

“(f) NATIONAL LIMITATION ON THE AGGRE-
GATE CAPACITY OF ADVANCED CLEAN COAL
TECHNOLOGY UNITS.—

“(1) IN GENERAL.—For purposes of sub-
section (b)(1)(G), the national megawatt ca-
pacity limitation is—

“(A) for qualifying advanced clean coal
technology units using advanced pulverized
coal or atmospheric fluidized bed combustion
technology, not more than 1,000 megawatts
(not more than 500 megawatts in the case of
units placed in service before 2009),

“(B) for such units using pressurized fluid-
ized bed combustion technology, not more
than 500 megawatts (not more than 250
megawatts in the case of units placed in
service before 2009),

““(C) for such units using integrated gasifi-
cation combined cycle technology, with or
without fuel or chemical co-production, not
more than 2,000 megawatts (not more than
750 megawatts in the case of units placed in
service before 2009), and

‘(D) for such units using other technology
for the production of electricity, not more
than 500 megawatts (not more than 250
megawatts in the case of units placed in
service before 2009).

““(2) ALLOCATION OF LIMITATION.—The Sec-
retary shall allocate the national megawatt
capacity limitation for qualifying advanced
clean coal technology units in such manner
as the Secretary may prescribe under the
regulations under paragraph (3).

“(3) REGULATIONS.—Not later than 6
months after the date of the enactment of
this section, the Secretary shall prescribe
such regulations as may be necessary or ap-
propriate—

““(A) to carry out the purposes of this sub-
section and section 453,

““(B) to limit the capacity of any qualifying
advanced clean coal technology unit to
which this section applies so that the com-
bined megawatt capacity of all such units to
which this section applies does not exceed
4,000 megawatts,

“(C) to provide a certification process de-
scribed in section 451(e)(3)(C),

‘(D) to carry out the purposes described in
subparagraphs (D), (E), and (F) of section
451(e)(3), and

““(E) to reallocate capacity which is not al-
located to any technology described in sub-
paragraphs (A) through (D) of paragraph (1)
because an insufficient number of qualifying
units request an allocation for such tech-
nology, to another technology described in
such subparagraphs in order to maximize the
amount of energy efficient production en-
couraged with the available tax credits.

““(4) SELECTION CRITERIA.—For purposes of
this subsection, the selection criteria for al-
locating the national megawatt capacity
limitation to qualifying advanced clean coal
technology units—

“(A) shall be established by the Secretary
of Energy as part of a competitive solicita-
tion,

““(B) shall include primary criteria of min-
imum design net heat rate, maximum design
thermal efficiency, environmental perform-
ance, and lowest cost to the Government,
and

““(C) shall include supplemental criteria as
determined appropriate by the Secretary of
Energy.

““(9) QUALIFIED INVESTMENT.—FoOr purposes
of subsection (a), the term ‘qualified invest-
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ment’ means, with respect to any taxable
year, the basis of a qualifying advanced
clean coal technology unit placed in service
by the taxpayer during such taxable year (in
the case of a unit described in subsection
(b)(1)(A)(ii), only that portion of the basis of
such unit which is properly attributable to
the retrofitting or repowering of such unit).

““(h) 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 (g) without regard to this subsection)
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 unit 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 UNIT 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.

““(5) ELECTION.—AnN 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.

‘(i) 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 48 is allowed unless the tax-
payer elects to waive the application of such
credit to such property.”.

(c) RECAPTURE.—Section 50(a) (relating to
other special rules) is amended by adding at
the end the following new paragraph:

““(6) SPECIAL RULES RELATING TO QUALI-
FYING ADVANCED CLEAN COAL TECHNOLOGY
UNIT.—For purposes of applying this sub-
section in the case of any credit allowable by
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reason of section 48A, the following rules
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 unit (as defined by section
48A(b)(1)) multiplied by a fraction the nu-
merator of which is the number of years re-
maining to fully depreciate under this title
the qualifying advanced clean coal tech-
nology unit disposed of, and the denominator
of which is the total number of years over
which such unit would otherwise have been
subject to depreciation. For purposes of the
preceding sentence, the year of disposition of
the qualifying advanced clean coal tech-
nology unit 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
unit under section 48A, except that the
amount of the increase in tax under subpara-
graph (A) of this paragraph shall be sub-
stituted for 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 unit.”.

(d) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules), as amended by
this Act, is amended by adding at the end
the following new paragraph:

““(17) NO CARRYBACK OF SECTION 48A 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 unit credit de-
termined under section 48A may be carried
back to a taxable year ending on or before
the date of the enactment of such section.”.

(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 new clause:

““(iv) the portion of the basis of any quali-
fying advanced clean coal technology unit
attributable to any qualified investment (as
defined by section 48A(g)).”.

(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 new paragraph:

““(6) NONAPPLICATION.—Paragraphs (1) and
(2) shall not apply to any qualifying ad-
vanced clean coal technology unit credit
under section 48A."".

(4) The table of sections for subpart E of
part IV of subchapter A of chapter 1 is
amended by inserting after the item relating
to section 48 the following new item:

““Sec. 48A. Qualifying advanced clean coal
technology unit credit.””.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to periods
after the date of the enactment of this Act,
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. 412. CREDIT FOR PRODUCTION FROM A
QUALIFYING ADVANCED CLEAN
COAL TECHNOLOGY UNIT.

(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:
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“SEC. 45J. CREDIT FOR PRODUCTION FROM A
QUALIFYING ADVANCED CLEAN
COAL TECHNOLOGY UNIT.

““(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 applicable percentage (as deter-
mined under section 48A(c)) of 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 unit, but only if such production
occurs during the 10-year period beginning
on the date the unit was originally placed in
service (or returned to service after becom-
ing a qualifying advanced clean coal tech-
nology unit).

“(b) APPLICABLE AMOUNT.—For purposes of
this section—

“(1) IN GENERAL.—Except as provided in
paragraph (2), the applicable amount of ad-
vanced clean coal technology production
credit with respect to production from a
qualifying advanced clean coal technology
unit shall be determined as follows:

“(A) If the qualifying advanced clean coal
technology unit is producing electricity
only:

“(i) In the case of a unit originally placed
in service before 2009, if—

The applica-
ble amount is:
For For 2d
" : . 1st 5 5
The design net heat rate is: years years
of of
such such
serv- serv-
ice ice
Not more than 8,500 ....................... $.0060  $.0038
More than 8,500 but not more than
8,750 e $.0025  $.0010
More than 8,750 but less than 8,900 $.0010  $.0010.

“(ii) In the case of a unit originally placed
in service after 2008 and before 2013, if—

The applica-
ble amount is:
For For 2d
" : . 1st 5 5
The design net heat rate is: years years
of of
such such
serv- serv-
ice ice
Not more than 7,770 ....................... $.0105  $.0090
More than 7,770 but not more than
8,125 L. $.0085  $.0068
More than 8,125 but less than 8,500 $.0075  $.0055.

“(iii) In the case of a unit originally placed
in service after 2012 and before 2017, if—
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The applica-
ble amount is:
For For 2d
““The unit design net thermal effi- 1st5 5
ciency (HHV) is: years  years
of of
such such
serv- serv-
ice ice
Not less than 40.6 percent .............. $.0060  $.0038
Less than 40.6 but not less than 40
percent ............ccoeeiiiiiiiieei $.0025  $.0010
Less than 40 but not less than 38.4
PEFCENT ..oooviiiiiiiii e $.0010  $.0010.

“(ii) In the case of a unit originally placed
in service after 2008 and before 2013, if—

The applica-
ble amount is:
For For 2d
“The unit design net thermal effi- 1st 5 5
ciency (HHV) is: years  years
of of
such such
serv- serv-
ice ice
Not less than 43.6 percent .............. $.0105  $.0090
Less than 43.6 but not less than 42
percent ...........cccoeiiiiiiiieenn $.0085  $.0068
Less than 42 but not less than 40.2
PErCeNT ...ooiiiiieieeeeeeeeeeeeeeeeee $.0075  $.0055.

““(iii) In the case of a unit originally placed
in service after 2012 and before 2017, if—

The applica-
ble amount is:

The applica-
ble amount is:
For For 2d

" f . 1st 5 5
The design net heat rate is: years years

of of
such such
serv- serv-

ice ice
Not more than 7,380 ....................... $.0140  $.0115

More than 7,380 but not more than

T720 i $.0120  $.0090.

“(B) If the qualifying advanced clean coal
technology unit is producing fuel or chemi-
cals:

“(i) In the case of a unit originally placed
in service before 2009, if—

For For 2d
“The unit design net thermal effi- ist 5 5
ciency (HHV) is: years years
of of
such such
serv- serv-
ice ice
Not less than 44.2 percent .............. $.0140  $.0115
Less than 44.2 but not less than 43.9
PEFCENT ..oooviiiiiiiiii e $.0120  $.0090.

““(2) SPECIAL RULE FOR UNITS QUALIFYING
FOR GREATER APPLICABLE AMOUNT WHEN
PLACED IN SERVICE.—If, at the time a quali-
fying advanced clean coal technology unit is
placed in service, production from the unit
would be entitled to a greater applicable
amount if such unit had been placed in serv-
ice at a later date, the applicable amount for
such unit shall be such greater amount.

““(c) INFLATION ADJUSTMENT.—For calendar
years after 2004, each dollar amount in sub-
section (b)(1) shall be adjusted by multi-
plying such amount by the inflation adjust-
ment factor for the calendar year in which
the amount is applied. If any amount as in-
creased 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.—AnNy term used in this
section which is also used in section 45l or
48A shall have the meaning given such term
in such section.

““(2) APPLICABLE RULES.—The rules of para-
graphs (3), (4), and (5) of section 45(d) shall
apply.”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit), as amended by this Act, is
amended by striking ‘“‘plus” at the end of
paragraph (19), by striking the period at the
end of paragraph (20) and inserting “*, plus”’,
and by adding at the end the following new
paragraph:

‘“(21) the qualifying advanced clean coal
technology production credit determined
under section 453(a).”.

(c) TRANSITIONAL RULE.—Section 39(d) (re-
lating to transitional rules), as amended by
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this Act, is amended by adding at the end

the following new paragraph:

““(18) NO CARRYBACK OF SECTION 453 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 453 may be
carried back to a taxable year ending on or
before the date of the enactment of such sec-
tion.”.

(d) DENIAL OF DOUBLE BENEFIT.—Section
29(d) (relating to other definitions and spe-
cial rules) is amended by adding at the end
the following new paragraph:

““(9) DENIAL OF DOUBLE BENEFIT.—This sec-
tion shall not apply with respect to any
qualified fuel the production of which may
be taken into account for purposes of deter-
mining the credit under section 45J.”".

(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 adding at the end the fol-
lowing new item:

““Sec. 45J. Credit for production from a quali-
fying advanced clean coal tech-
nology unit.”.

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

Subtitle C—Treatment of Persons Not Able

To Use Entire Credit
SEC. 421. TREATMENT OF PERSONS NOT ABLE TO
USE ENTIRE CREDIT.

(a) IN GENERAL.—Section 451, as added by
this Act, is amended by adding at the end
the following new subsection:

“(f) TREATMENT OF PERSON NOT ABLE TO
USE ENTIRE CREDIT.—

‘(1) ALLOWANCE OF CREDITS.—

“(A) IN GENERAL.—AnNy credit allowable
under this section, section 453, or section
48A with respect to a facility owned by a per-
son described in subparagraph (B) may be
transferred or used as provided in this sub-
section, and the determination as to whether
the credit is allowable shall be made without
regard to the tax-exempt status of the per-
son.

‘“(B) PERSONS DESCRIBED.—A person is de-
scribed in this subparagraph if the person
is—

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

“(if) an organization described in section
1381(a)(2)(C),

““(iii) a public utility (as defined in section
136(c)(2)(B)),

“(iv) any State or political subdivision
thereof, the District of Columbia, or any
agency or instrumentality of any of the fore-
going,

““(v) any Indian tribal government (within
the meaning of section 7871) or any agency or
instrumentality thereof, or

““(vi) the Tennessee Valley Authority.

““(2) TRANSFER OF CREDIT.—

“(A) IN GENERAL.—A person described in
clause (i), (ii), (iii), (iv), or (v) of paragraph
(1)(B) may transfer any credit to which para-
graph (1)(A) applies through an assignment
to any other person not described in para-
graph (1)(B). Such transfer may be revoked
only with the consent of the Secretary.

““(B) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
ensure that any credit described in subpara-
graph (A) is claimed once and not reassigned
by such other person.

““(C) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by a person described
in clause (iii), (iv), or (v) of paragraph (1)(B)
from the transfer of any credit under sub-
paragraph (A) shall be treated as arising
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from the exercise of an essential government
function.

““(3) USE OF CREDIT AS AN OFFSET.—Not-
withstanding any other provision of law, in
the case of a person described in clause (i),
(ii), or (v) of paragraph (1)(B), any credit to
which paragraph (1)(A) applies may be ap-
plied by such person, to the extent provided
by the Secretary of Agriculture, as a prepay-
ment of any loan, debt, or other obligation
the entity has incurred under subchapter | of
chapter 31 of title 7 of the Rural Electrifica-
tion Act of 1936 (7 U.S.C. 901 et seq.), as in ef-
fect on the date of the enactment of this sec-
tion.

““(4) USE BY TVA.—

“(A) IN GENERAL.—Notwithstanding any
other provision of law, in the case of a per-
son described in paragraph (1)(B)(vi), any
credit to which paragraph (1)(A) applies may
be applied as a credit against the payments
required to be made in any fiscal year under
section 15d(e) of the Tennessee Valley Au-
thority Act of 1933 (16 U.S.C. 831n-4(e)) as an
annual return on the appropriations invest-
ment and an annual repayment sum.

““(B) TREATMENT OF CREDITS.—The aggre-
gate amount of credits described in para-
graph (1)(A) with respect to such person shall
be treated in the same manner and to the
same extent as if such credits were a pay-
ment in cash and shall be applied first
against the annual return on the appropria-
tions investment.

““(C) CREDIT CARRYOVER.—With respect to
any fiscal year, if the aggregate amount of
credits described paragraph (1)(A) with re-
spect to such person exceeds the aggregate
amount of payment obligations described in
subparagraph (A), the excess amount shall
remain available for application as credits
against the amounts of such payment obliga-
tions in succeeding fiscal years in the same
manner as described in this paragraph.

““(5) CREDIT NOT INCOME.—ANy transfer
under paragraph (2) or use under paragraph
(3) of any credit to which paragraph (1)(A)
applies shall not be treated as income for
purposes of section 501(c)(12).

‘“(6) TREATMENT OF UNRELATED PERSONS.—
For purposes of this subsection, transfers
among and between persons described in
clauses (i), (ii), (iii), (iv), and (v) of paragraph
(1)(B) shall be treated as transfers between
unrelated parties.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to produc-
tion after the date of the enactment of this
Act, in taxable years ending after such date.

TITLE V—OIL AND GAS PROVISIONS
SEC. 501. OIL AND GAS FROM MARGINAL WELLS.

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

“SEC. 45K. CREDIT FOR PRODUCING OIL AND GAS
FROM MARGINAL WELLS.

““(a) GENERAL RULE.—For purposes of sec-
tion 38, the marginal well production credit
for any taxable year is an amount equal to
the product of—

““(1) the credit amount, and

““(2) the qualified crude oil production and
the qualified natural gas production which is
attributable to the taxpayer.

“‘(b) CREDIT AMOUNT.—For purposes of this
section—

““(1) IN GENERAL.—The credit amount is—

““(A) $3 per barrel of qualified crude oil pro-
duction, and

“(B) 50 cents per 1,000 cubic feet of quali-
fied natural gas production.

““(2) REDUCTION AS OIL AND GAS PRICES IN-
CREASE.—

“(A) IN GENERAL.—The $3 and 50 cents
amounts under paragraph (1) shall each be
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reduced (but not below zero) by an amount
which bears the same ratio to such amount
(determined without regard to this para-
graph) as—

‘(i) the excess (if any) of the applicable
reference price over $15 ($1.67 for qualified
natural gas production), bears to

““(ii) $3 (%0.33 for qualified natural gas pro-

duction).
The applicable reference price for a taxable
year is the reference price of the calendar
year preceding the calendar year in which
the taxable year begins.

““(B) INFLATION ADJUSTMENT.—

“(i) IN GENERAL.—INn the case of any tax-
able year beginning in a calendar year after
2003, each of the dollar amounts contained in
subparagraph (A) shall be increased to an
amount equal to such dollar amount multi-
plied by the inflation adjustment factor for
such calendar year.

“(if) INFLATION ADJUSTMENT FACTOR.—For
purposes of clause (i)—

“(l) IN GENERAL.—The term ‘inflation ad-
justment 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 denomi-
nator of which is the GDP implicit price
deflator for the calendar year 2002.

“(I1) GDP IMPLICIT PRICE DEFLATOR.—The
term ‘GDP implicit price deflator’ means, for
any calendar year, the most recent revision
of the implicit price deflator for the gross
domestic product as of June 30 of such cal-
endar year as computed by the Department
of Commerce before October 1 of such cal-
endar year.

““(C) REFERENCE PRICE.—For purposes of
this paragraph, the term ‘reference price’
means, with respect to any calendar year—

“(i) in the case of qualified crude oil pro-
duction, the reference price determined
under section 29(d)(2)(C), and

“(if) in the case of qualified natural gas
production, the Secretary’s estimate of the
annual average wellhead price per 1,000 cubic
feet for all domestic natural gas.

““(c) QUALIFIED CRUDE OIL AND NATURAL
GAS PRODUCTION.—For purposes of this sec-
tion—

“(1) IN GENERAL.—The terms ‘qualified
crude oil production’ and ‘qualified natural
gas production’ mean domestic crude oil or
domestic natural gas which is produced from
a qualified marginal well.

““(2) LIMITATION ON AMOUNT OF PRODUCTION
WHICH MAY QUALIFY.—

““(A) IN GENERAL.—Crude oil or natural gas
produced during any taxable year from any
well shall not be treated as qualified crude
oil production or qualified natural gas pro-
duction to the extent production from the
well during the taxable year exceeds 1,095
barrels or barrel equivalents.

‘“(B) PROPORTIONATE REDUCTIONS.—

‘(i) SHORT TAXABLE YEARS.—In the case of
a short taxable year, the limitations under
this paragraph shall be proportionately re-
duced to reflect the ratio which the number
of days in such taxable year bears to 365.

“(if) WELLS NOT IN PRODUCTION ENTIRE
YEAR.—In the case of a well which is not ca-
pable of production during each day of a tax-
able year, the limitations under this para-
graph applicable to the well shall be propor-
tionately reduced to reflect the ratio which
the number of days of production bears to
the total number of days in the taxable year.

““(3) NONCOMPLIANCE  WITH  POLLUTION
LAWS.—Production from any well during any
period in which such well is not in compli-
ance with applicable Federal pollution pre-
vention, control, and permit requirements
shall not be treated as qualified crude oil
production or qualified natural gas produc-
tion.

‘“(4) DEFINITIONS.—
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““(A) QUALIFIED MARGINAL WELL.—The term
‘qualified marginal well’ means a domestic
well—

““(i) the production from which during the
taxable year is treated as marginal produc-
tion under section 613A(c)(6), or

““(ii) which, during the taxable year—

“(1) has average daily production of not
more than 25 barrel equivalents, and

“(11) produces water at a rate not less than
95 percent of total well effluent.

‘““(B) CRUDE OIL, ETC.—The terms ‘crude
oil’, ‘natural gas’, ‘domestic’, and ‘barrel’
have the meanings given such terms by sec-
tion 613A(e).

“(C) BARREL EQUIVALENT.—The term ‘bar-
rel equivalent’ means, with respect to nat-
ural gas, a conversation ratio of 6,000 cubic
feet of natural gas to 1 barrel of crude oil.

‘(D) DOMESTIC NATURAL GAS.—The term
‘domestic natural gas’ does not include Alas-
ka natural gas (as defined in section
45M(c)(1)).

““(d) OTHER RULES.—

““(1) PRODUCTION ATTRIBUTABLE TO THE TAX-
PAYER.—In the case of a qualified marginal
well in which there is more than 1 owner of
operating interests in the well and the crude
oil or natural gas production exceeds the
limitation under subsection (c)(2), qualifying
crude oil production or qualifying natural
gas production attributable to the taxpayer
shall be determined on the basis of the ratio
which taxpayer’s revenue interest in the pro-
duction bears to the aggregate of the rev-
enue interests of all operating interest own-
ers in the production.

““(2) OPERATING INTEREST REQUIRED.—ANy
credit under this section may be claimed
only on production which is attributable to
the holder of an operating interest.

““(3) PRODUCTION FROM NONCONVENTIONAL
SOURCES EXCLUDED.—In the case of produc-
tion from a qualified marginal well which is
eligible for the credit allowed under section
29 for the taxable year, no credit shall be al-
lowable under this section unless the tax-
payer elects not to claim the credit under
section 29 with respect to the well.”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit), as amended by this Act, is
amended by striking ‘“‘plus’” at the end of
paragraph (20), by striking the period at the
end of paragraph (21) and inserting *‘, plus”,
and by adding at the end the following new
paragraph:

““(22) the marginal oil and gas well produc-
tion credit determined under section
45K (a).”.

(c) No CARRYBACK OF MARGINAL OIL AND
GAS WELL PRODUCTION CREDIT BEFORE EF-
FECTIVE DATE.—Section 39(d) (relating to
transition rules), as amended by this Act, is
amended by adding at the end the following
new paragraph:

““(19) NO CARRYBACK OF MARGINAL OIL AND
GAS WELL PRODUCTION CREDIT BEFORE EFFEC-
TIVE DATE.—No portion of the unused busi-
ness credit for any taxable year which is at-
tributable to the marginal oil and gas well
production credit determined under section
45K may be carried back to a taxable year
ending on or before the date of the enact-
ment of such section.”.

(d) COORDINATION WITH SECTION 29.—Sec-
tion 29(a) (relating to allowance of credit) is
amended by striking ‘““There”” and inserting
““At the election of the taxpayer, there’.

(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 adding at the end the fol-
lowing new item:

““‘Sec. 45K. Credit for producing oil and gas
from marginal wells.””.
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(f) EFFecTIVE DATE.—The amendments
made by this section shall apply to produc-
tion in taxable years beginning after the
date of the enactment of this Act.

SEC. 502. NATURAL GAS GATHERING LINES
TREATED AS 7-YEAR PROPERTY.

(a) IN GENERAL.—Section 168(e)(3)(C) (defin-
ing 7-year property) is amended by striking
““and”” at the end of clause (i), by redesig-
nating clause (ii) as clause (iii), and by in-
serting after clause (i) the following new
clause:

“(ii) any natural gas gathering line, and”.

(b) NATURAL GAS GATHERING LINE.—Sec-
tion 168(i) (relating to definitions and special
rules), as amended by this Act, is amended
by adding at the end the following new para-
graph:

““(17) NATURAL GAS GATHERING LINE.—The
term ‘natural gas gathering line’ means—

“(A) the pipe, equipment, and appur-
tenances used to deliver natural gas from the
wellhead or a commonpoint to the point at
which such gas first reaches—

““(i) a gas processing plant,

“(if) an interconnection with a trans-
mission pipeline certificated by the Federal
Energy Regulatory Commission as an inter-
state transmission pipeline,

“(iii) an interconnection with an
state transmission pipeline, or

“(iv) a direct interconnection with a local
distribution company, a gas storage facility,
or an industrial consumer, or

‘“(B) any other pipe, equipment, or appur-
tenances determined to be a gathering line
by the Federal Energy Regulatory Commis-
sion.

(c) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) (relating to spe-
cial rule for certain property assigned to
classes) is amended by inserting after the
item relating to subparagraph (C)(i) the fol-
lowing new item:

“(C)(ii) 10",

(d) 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, in taxable years ending
after such date.

SEC. 503. EXPENSING OF CAPITAL COSTS IN-
CURRED IN COMPLYING WITH ENVI-
RONMENTAL PROTECTION AGENCY
SULFUR REGULATIONS.

(@) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations), as amend-
ed by this Act, is amended by inserting after
section 179B the following new section:

“SEC. 179C. DEDUCTION FOR CAPITAL COSTS IN-
CURRED IN COMPLYING WITH ENVI-
RONMENTAL PROTECTION AGENCY
SULFUR REGULATIONS.

““(a) TREATMENT AS EXPENSE.—

“(1) IN GENERAL.—A small business refiner
may elect to treat any qualified capital costs
as an expense which is not chargeable to cap-
ital account. Any qualified cost which is so
treated shall be allowed as a deduction for
the taxable year in which the cost is paid or
incurred.

“(2) LIMITATION.—

“(A) IN GENERAL.—The aggregate costs
which may be taken into account under this
subsection for any taxable year may not ex-
ceed the applicable percentage of the quali-
fied capital costs paid or incurred for the
taxable year.

“(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A)—

“(i) IN GENERAL.—Except as provided in
clause (ii), the applicable percentage is 75
percent.

““(il) REDUCED PERCENTAGE.—INn the case of
a small business refiner with average daily
refinery runs or average retained production
for the period described in subsection (b)(2)
in excess of 155,000 barrels, the percentage

intra-
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described in clause (i) shall be reduced (but
not below zero) by the product of—

“(I) such percentage (before the applica-
tion of this clause), and

“(I1) the ratio of such excess to 50,000 bar-
rels.

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

““(1) QUALIFIED CAPITAL COSTS.—The term
‘qualified capital costs’ means any costs
which—

“(A) are otherwise chargeable to capital
account, and

*“(B) are paid or incurred for the purpose of
complying with the Highway Diesel Fuel
Sulfur Control Requirement of the Environ-
mental Protection Agency, as in effect on
the date of the enactment of this section,
with respect to a facility placed in service by
the taxpayer before such date.

““(2) SMALL BUSINESS REFINER.—The term
‘small business refiner’ means, with respect
to any taxable year, a refiner of crude oil—

“(A) which, within the refinery operations
of the business, employs not more than 1,500
employees on any day during such taxable
year, and

‘“(B) the average daily refinery run or aver-
age retained production of which for the 1-
year period ending on the date of the enact-
ment of this section did not exceed 205,000
barrels.

‘“(c) COORDINATION WITH OTHER PROVI-
SIONS.—Section 280B shall not apply to
amounts which are treated as expenses under
this section.

‘“(d) BAsIS REDUCTION.—For purposes of
this title, the basis of any property shall be
reduced by the portion of the cost of such
property taken into account under sub-
section (a).

‘“(e) CONTROLLED GROUPS.—For purposes of
this section, all persons treated as a single
employer under subsection (b), (c), (m), or (0)
of section 414 shall be treated as a single em-
ployer.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 263(a)(1), as amended by this
Act, is amended by striking ‘“‘or’”’ at the end
of subparagraph (H), by striking the period
at the end of subparagraph (I) and inserting
“, or”, and by inserting after subparagraph
(1) the following new subparagraph:

““(J) expenditures for which a deduction is
allowed under section 179C."".

(2) Section 263A(c)(3) is amended by insert-
ing ““179C,”" after ‘“‘section’’.

(3) Section 312(k)(3)(B), as amended by this
Act, is amended by striking ‘“‘or 179B’ each
place it appears in the heading and text and
inserting ““179B, or 179C”".

(4) Section 1016(a), as amended by this Act,
is amended by striking “‘and’’ at the end of
paragraph (32), by striking the period at the
end of paragraph (33) and inserting *“, and”’,
and by adding at the end the following new
paragraph:

‘“(34) to the extent provided
179C(d).”".

(5) Section 1245(a), as amended by this Act,
is amended by inserting ‘179C,” after
““179B,”” both places it appears in paragraphs
(2)(C) and (3)(C).

(6) The table of sections for part VI of sub-
chapter B of chapter 1, as amended by this
Act, is amended by inserting after the item
relating to section 179B the following new
item:

in section

““Sec. 179C. Deduction for capital costs in-
curred in complying with Envi-

ronmental Protection Agency
sulfur regulations.”.
(¢) EFFECTIVE DATE.—The amendment

made by this section shall apply to expenses
paid or incurred after December 31, 2002, in
taxable years ending after such date.
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SEC. 504. ENVIRONMENTAL TAX CREDIT.

(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. 45L. ENVIRONMENTAL TAX CREDIT.

‘(@) IN GENERAL.—For purposes of section
38, the amount of the environmental tax
credit determined under this section with re-
spect to any small business refiner for any
taxable year is an amount equal to 5 cents
for every gallon of low-sulfur diesel fuel pro-
duced at a facility by such small business re-
finer during such taxable year.

““(b) MAXIMUM CREDIT.—

““(1) IN GENERAL.—For any small business
refiner, the aggregate amount determined
under subsection (a) for any taxable year
with respect to any facility shall not exceed
the applicable percentage of the qualified
capital costs paid or incurred by such small
business refiner with respect to such facility
during the applicable period, reduced by the
credit allowed under subsection (a) with re-
spect to such facility for any preceding year.

““(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1)—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the applicable percentage
is 25 percent.

‘“(B) REDUCED PERCENTAGE.—The percent-
age described in subparagraph (A) shall be
reduced in the same manner as under section
179C(a)(2)(B)(ii).

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

“(1) IN GENERAL.—The terms ‘small busi-
ness refiner’ and ‘qualified capital costs’
have the same meaning as given in section
179C.

““(2) LOW-SULFUR DIESEL FUEL.—The term
‘low-sulfur diesel fuel’ means diesel fuel con-
taining not more than 15 parts per million of
sulfur.

““(3) APPLICABLE PERIOD.—The term ‘appli-
cable period’ means, with respect to any fa-
cility, the period beginning on the day after
the date of the enactment of this section and
ending with the date which is 1 year after
the date on which the taxpayer must comply
with the applicable EPA regulations with re-
spect to such facility.

““(4) APPLICABLE EPA REGULATIONS.—The
term ‘applicable EPA regulations’ means the
Highway Diesel Fuel Sulfur Control Require-
ments of the Environmental Protection
Agency, as in effect on the date of the enact-
ment of this section.

““(d) CERTIFICATION.—

‘(1) REQUIRED.—Not later than the date
which is 30 months after the first day of the
first taxable year in which a credit is al-
lowed under this section with respect to a fa-
cility, the small business refiner shall obtain
a certification from the Secretary, in con-
sultation with the Administrator of the En-
vironmental Protection Agency, that the
taxpayer’s qualified capital costs with re-
spect to such facility will result in compli-
ance with the applicable EPA regulations.

““(2) CONTENTS OF APPLICATION.—AN appli-
cation for certification shall include rel-
evant information regarding unit capacities
and operating characteristics sufficient for
the Secretary, in consultation with the Ad-
ministrator of the Environmental Protection
Agency, to determine that such qualified
capital costs are necessary for compliance
with the applicable EPA regulations.

““(3) REVIEW PERIOD.—AnNYy application shall
be reviewed and notice of certification, if ap-
plicable, shall be made within 60 days of re-
ceipt of such application. In the event the
Secretary does not notify the taxpayer of the
results of such certification within such pe-
riod, the taxpayer may presume the certifi-
cation to be issued until so notified.
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‘““(4) STATUTE OF LIMITATIONS.—With re-
spect to the credit allowed under this sec-
tion—

“(A) the statutory period for the assess-
ment of any deficiency attributable to such
credit shall not expire before the end of the
3-year period ending on the date that the pe-
riod described in paragraph (3) ends with re-
spect to the taxpayer, and

“(B) such deficiency may be assessed be-
fore the expiration of such 3-year period not-
withstanding the provisions of any other law
or rule of law which would otherwise prevent
such assessment.

““(e) CONTROLLED GROUPS.—For purposes of
this section, all persons treated as a single
employer under subsection (b), (c), (m), or (0)
of section 414 shall be treated as a single em-
ployer.

“‘(f) COOPERATIVE ORGANIZATIONS.—

““(1) APPORTIONMENT OF CREDIT.—

“(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) for the taxable year may, at
the election of the organization, be appor-
tioned among patrons eligible to share in pa-
tronage dividends on the basis of the quan-
tity or value of business done with or for
such patrons for the taxable year.

“(B) FORM AND EFFECT OF ELECTION.—AN
election under subparagraph (A) for any tax-
able year shall be made on a timely filed re-
turn for such year. Such election, once made,
shall be irrevocable for such taxable year.

““(2) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—

““(A) ORGANIZATIONS.—The amount of the
credit not apportioned to patrons pursuant
to paragraph (1) shall be included in the
amount determined under subsection (a) for
the taxable year of the organization.

“(B) PATRONS.—The amount of the credit
apportioned to patrons pursuant to para-
graph (1) shall be included in the amount de-
termined under subsection (a) for the first
taxable year of each patron ending on or
after the last day of the payment period (as
defined in section 1382(d)) for the taxable
year of the organization or, if earlier, for the
taxable year of each patron ending on or
after the date on which the patron receives
notice from the cooperative of the apportion-
ment.

““(3) 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) for a taxable year
is less than the amount of such credit shown
on the return of the cooperative organization
for such year, an amount equal to the excess
of—

““(A) such reduction, over

“(B) the amount not apportioned to such
patrons under paragraph (1) for the taxable
year,
shall be treated as an increase in tax im-
posed by this chapter on the organization.
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
chapter or for purposes of section 55.”.

(b) CREDIT MADE 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 (21), by striking the pe-
riod at the end of paragraph (22) and insert-
ing ““, plus”, and by adding at the end the
following new paragraph:

““(23) in the case of a small business refiner,
the environmental tax credit determined
under section 45L(a).”.

(c) DENIAL OF DOUBLE BENEFIT.—Section
280C (relating to certain expenses for which
credits are allowable), as amended by this
Act, is amended by adding at the end the fol-
lowing new subsection:
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‘“(e) ENVIRONMENTAL TAX CREDIT.—No de-
duction shall be allowed for that portion of
the expenses otherwise allowable as a deduc-
tion for the taxable year which is equal to
the amount of the credit determined for the
taxable year under section 45L(a).”’.

(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 new item:

“‘Sec. 45L. Environmental tax credit.”.

(e) EFFeECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid or incurred after December 31, 2002, in
taxable years ending after such date.

SEC. 505. DETERMINATION OF SMALL REFINER
EXCEPTION TO OIL DEPLETION DE-
DUCTION.

(a) IN GENERAL.—Paragraph (4) of section
613A(d) (relating to limitations on applica-
tion of subsection (c)) is amended to read as
follows:

‘“(4) CERTAIN REFINERS EXCLUDED.—If the
taxpayer or 1 or more related persons en-
gages in the refining of crude oil, subsection
(c) shall not apply to the taxpayer for a tax-
able year if the average daily refinery runs
of the taxpayer and such persons for the tax-
able year exceed 60,000 barrels. For purposes
of this paragraph, the average daily refinery
runs for any taxable year shall be deter-
mined by dividing the aggregate refinery
runs for the taxable year by the number of
days in the taxable year.”.

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

SEC. 506. MARGINAL PRODUCTION INCOME LIMIT
EXTENSION.

Section 613A(c)(6)(H) (relating to tem-
porary suspension of taxable income limit
with respect to marginal production) is
amended by striking ‘2004’ and inserting
420077,

SEC. 507. AMORTIZATION OF DELAY RENTAL PAY-
MENTS.

(a) IN GENERAL.—Section 167 (relating to
depreciation) is amended by redesignating
subsection (h) as subsection (i) and by insert-
ing after subsection (g) the following new
subsection:

““(h) AMORTIZATION OF DELAY RENTAL PAY-
MENTS FOR DOMESTIC OIL AND GAS WELLS.—

“(1) IN GENERAL.—ANy delay rental pay-
ment paid or incurred in connection with the
development of oil or gas wells within the
United States (as defined in section 638) shall
be allowed as a deduction ratably over the
24-month period beginning on the date that
such payment was paid or incurred.

““(2) HALF-YEAR CONVENTION.—FoOr purposes
of paragraph (1), any payment paid or in-
curred during the taxable year shall be treat-
ed as paid or incurred on the mid-point of
such taxable year.

““(3) EXCLUSIVE METHOD.—Except as pro-
vided in this subsection, no depreciation or
amortization deduction shall be allowed with
respect to such payments.

‘“(4) TREATMENT UPON ABANDONMENT.—If
any property to which a delay rental pay-
ment relates is retired or abandoned during
the 24-month period described in paragraph
(1), no deduction shall be allowed on account
of such retirement or abandonment and the
amortization deduction under this sub-
section shall continue with respect to such
payment.

‘“(5) DELAY RENTAL PAYMENTS.—For pur-
poses of this subsection, the term ‘delay
rental payment’ means an amount paid for
the privilege of deferring development of an
oil or gas well under an oil or gas lease.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
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paid or incurred in taxable years beginning

after the date of the enactment of this Act.

SEC. 508. AMORTIZATION OF GEOLOGICAL AND
GEOPHYSICAL EXPENDITURES.

(a) IN GENERAL.—Section 167 (relating to
depreciation), as amended by this Act, is
amended by redesignating subsection (i) as
subsection (j) and by inserting after sub-
section (h) the following new subsection:

““(i) AMORTIZATION OF GEOLOGICAL AND GEO-
PHYSICAL EXPENDITURES.—

““(1) IN GENERAL.—AnNYy geological and geo-
physical expenses paid or incurred in connec-
tion with the exploration for, or develop-
ment of, oil or gas within the United States
(as defined in section 638) shall be allowed as
a deduction ratably over the 24-month period
beginning on the date that such expense was
paid or incurred.

““(2) SPECIAL RULES.—For purposes of this
subsection, rules similar to the rules of para-
graphs (2), (3), and (4) of subsection (h) shall
apply.”.

(b) CONFORMING  AMENDMENT.—Section
263A(c)(3) is amended by inserting ““167(h),
167(i),”” after ‘‘under section’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to costs
paid or incurred in taxable years beginning
after the date of the enactment of this Act.
SEC. 509. EXTENSION AND MODIFICATION OF

CREDIT FOR PRODUCING FUEL
FROM A NONCONVENTIONAL
SOURCE.

(a) IN GENERAL.—Section 29 (relating to
credit for producing fuel from a nonconven-
tional source) is amended by adding at the
end the following new subsection:

““(h) EXTENSION FOR OTHER FACILITIES.—

““(1) OIL AND GAS.—In the case of a well or
facility for producing qualified fuels de-
scribed in subparagraph (A) or (B) of sub-
section (c)(1) which was drilled or placed in
service after the date of the enactment of
this subsection and before January 1, 2007,
notwithstanding subsection (f), this section
shall apply with respect to such fuels pro-
duced at such well or facility before the
close of the 3-year period beginning on the
date that such well is drilled or such facility
is placed in service.

““(2) FACILITIES PRODUCING FUELS FROM AG-
RICULTURAL AND ANIMAL WASTE.—

“(A) IN GENERAL.—IN the case of facility
for producing liquid, gaseous, or solid fuels
from qualified agricultural and animal
wastes, including such fuels when used as
feedstocks, which was placed in service after
the date of the enactment of this subsection
and before January 1, 2007, this section shall
apply with respect to fuel produced at such
facility before the close of the 3-year period
beginning on the date such facility is placed
in service.

““(B) QUALIFIED AGRICULTURAL AND ANIMAL
WASTE.—For purposes of this paragraph, the
term ‘qualified agricultural and animal
waste’ means agriculture and animal waste,
including by-products, packaging, and any
materials associated with the processing,
feeding, selling, transporting, or disposal of
agricultural or animal products or wastes.

““(3) WELLS PRODUCING VISCOUS OIL.—

“(A) IN GENERAL.—InN the case of a well for
producing viscous oil which was placed in
service after the date of the enactment of
this subsection and before January 1, 2007,
this section shall apply with respect to fuel
produced at such well before the close of the
3-year period beginning on the date such well
is placed in service.

“(B) Viscous olL.—The term ‘viscous oil’
means heavy oil, as defined in section
613A(c)(6), except that—

““(i) ‘22 degrees’ shall be substituted for ‘20
degrees’ in applying subparagraph (F) there-
of, and
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“(ii) in all cases, the oil gravity shall be
measured from the initial well-head samples,
drill cuttings, or down hole samples.

“(C) WAIVER OF UNRELATED PERSON RE-
QUIREMENT.—In the case of viscous oil, the
requirement under subsection (a)(2)(A) of a
sale to an unrelated person shall not apply
to any sale to the extent that the viscous oil
is not consumed in the immediate vicinity of
the wellhead.

““(4) FACILITIES PRODUCING REFINED COAL.—

“(A) IN GENERAL.—IN the case of a facility
described in subparagraph (C) for producing
refined coal which was placed in service after
the date of the enactment of this subsection
and before January 1, 2007, this section shall
apply with respect to fuel produced at such
facility before the close of the 5-year period
beginning on the date such facility is placed
in service.

“(B) REFINED COAL.—For purposes of this
paragraph, the term ‘refined coal’ means a
fuel which is a liquid, gaseous, or solid syn-
thetic fuel produced from coal (including lig-
nite) or high carbon fly ash, including such
fuel used as a feedstock.

““(C) COVERED FACILITIES.—

“(i) IN GENERAL.—A facility is described in
this subparagraph if such facility produces
refined coal using a technology which results
in

“(1) a qualified emission reduction, and

“(I1) a qualified enhanced value.

“(ii) QUALIFIED EMISSION REDUCTION.—For
purposes of this subparagraph, the term
‘qualified emission reduction” means a reduc-
tion of at least 20 percent of the emissions of
nitrogen oxide and either sulfur dioxide or
mercury released when burning the refined
coal (excluding any dilution caused by mate-
rials combined or added during the produc-
tion process), as compared to the emissions
released when burning the feedstock coal or
comparable coal predominantly available in
the marketplace as of January 1, 2003.

“(iif) QUALIFIED ENHANCED VALUE.—For
purposes of this subparagraph, the term
‘qualified enhanced value’ means an increase
of at least 50 percent in the market value of
the refined coal (excluding any increase
caused by materials combined or added dur-
ing the production process), as compared to
the value of the feedstock coal.

“(iv) QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY UNITS EXCLUDED.—A facility de-
scribed in this subparagraph shall not in-
clude a qualifying advanced clean coal tech-
nology unit (as defined in section 48A(b)).

““(5) COALMINE GAS.—

“(A) IN GENERAL.—This section shall apply
to coalmine gas—

‘(i) captured or extracted by the taxpayer
during the period beginning after the date of
the enactment of this subsection and ending
before January 1, 2007, and

““(ii) utilized as a fuel source or sold by or
on behalf of the taxpayer to an unrelated
person during such period.

““(B) COALMINE GAS.—For purposes of this
paragraph, the term ‘coalmine gas’ means
any methane gas which is—

‘(i) liberated during or as a result of coal
mining operations, or

““(ii) extracted up to 10 years in advance of
coal mining operations as part of a specific
plan to mine a coal deposit.

““(C) SPECIAL RULE FOR ADVANCED EXTRAC-
TION.—In the case of coalmine gas which is
captured in advance of coal mining oper-
ations, the credit under subsection (a) shall
be allowed only after the date the coal ex-
traction occurs in the immediate area where
the coalmine gas was removed.

‘““(D) NONCOMPLIANCE WITH POLLUTION
LAWS.—This paragraph shall not apply to the
capture or extraction of coalmine gas from
coal mining operations with respect to any
period in which such coal mining operations
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are not in compliance with applicable State
and Federal pollution prevention, control,
and permit requirements.

‘“(6) SPECIAL RULES.—In determining the
amount of credit allowable under this sec-
tion solely by reason of this subsection—

““(A) FUELS TREATED AS QUALIFIED FUELS.—
Any fuel described in paragraph (2), (3), (4),
or (5) shall be treated as a qualified fuel for
purposes of this section.

““(B) DAILY LIMIT.—The amount of qualified
fuels sold during any taxable year which
may be taken into account by reason of this
subsection with respect to any project shall
not exceed an average barrel-of-oil equiva-
lent of 200,000 cubic feet of natural gas per
day. Days before the date the project is
placed in service shall not be taken into ac-
count in determining such average.

““(C) CREDIT AMOUNT.—The dollar amount
applicable under subsection (a)(1) shall be $3

(and the inflation adjustment under sub-
section (b)(2) shall not apply to such
amount).”’.

(b) CLARIFICATION OF PLACED IN SERVICE
DATE FOR CERTAIN LANDFILL GAS FACILI-
TIES.—Section 29(d) (relating to other defini-
tions and special rules) is amended by adding
at the end the following new paragraph:

““(9) CLARIFICATION OF PLACED IN SERVICE
DATE FOR CERTAIN LANDFILL GAS FACILITIES.—

“(A) IN GENERAL.—IN the case of a landfill
placed in service on or before the date of the
enactment of this paragraph—

*“(i) a facility for producing qualified fuel
from such landfill shall include all wells,
pipes, and related components used to col-
lect landfill gas, and

““(ii) production of landfill gas from such
landfill attributable to wells, pipes, and re-
lated components placed in service after
such date of enactment shall be treated as
produced from a facility placed in service on
the date such wells, pipes, and related com-
ponents were placed in service.

““(B) LANDFILL GAS.—The term ‘landfill gas’
means gas described in subsection
(c)(1)(B)(ii) and derived from the biodegrada-
tion of municipal solid waste.”.

(c) EXTENSION FOR CERTAIN FUEL PRODUCED
AT EXISTING FACILITIES.—Section 29(f)(2) (re-
lating to application of section) is amended
by inserting “‘(January 1, 2006, in the case of
any coke, coke gas, or natural gas and by-
products produced by coal gasification from
lignite in a facility described in paragraph
(1)(B))” after ““January 1, 2003”.

(d) STUDY OF COALBED METHANE.—

(1) IN GENERAL.—The Secretary of the
Treasury shall conduct a study regarding the
effect of section 29 of the Internal Revenue
Code of 1986 on the production of coalbed
methane.

(2) CONTENTS OF STUDY.—The study under
paragraph (1) shall estimate the total
amount of credits under section 29 of the In-
ternal Revenue Code of 1986 claimed annu-
ally and in the aggregate which are related
to the production of coalbed methane since
the date of the enactment of such section 29.
Such study shall report the annual value of
such credits allowable for coalbed methane
compared to the average annual wellhead
price of natural gas (per thousand cubic feet
of natural gas). Such study shall also esti-
mate the incremental increase in production
of coalbed methane which has resulted from
the enactment of such section 29, and the
cost to the Federal Government, in terms of
the net tax benefits claimed, per thousand
cubic feet of incremental coalbed methane
produced annually and in the aggregate since
such enactment.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel sold
after the date of the enactment of this Act,
in taxable years ending after such date.
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SEC. 510. NATURAL GAS DISTRIBUTION LINES
TREATED AS 15-YEAR PROPERTY.

(a) IN GENERAL.—Section 168(e)(3)(E) (de-
fining 15-year property) is amended by strik-
ing ““and” at the end of clause (ii), by strik-
ing the period at the end of clause (iii) and
by inserting “‘, and”’, and by adding at the
end the following new clause:

““(iv) any natural gas distribution line.”.

(b) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) (relating to spe-
cial rule for certain property assigned to
classes), as amended by this Act, is amended
by adding after the item relating to subpara-
graph (E)(iii) the following new item:

“(E)(iv) 20",

(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, in taxable years ending
after such date.

SEC. 511. CREDIT FOR ALASKA NATURAL GAS.

(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. 45M. ALASKA NATURAL GAS.

‘(@) IN GENERAL.—For purposes of section
38, the Alaska natural gas credit for any tax-
able year is an amount equal to the product
of:

““(1) the credit amount, and

““(2) Alaska natural gas the production of
which is attributable to the taxpayer.

““(b) CREDIT AMOUNT.—For purposes of this
section—

“(1) IN GENERAL.—The credit amount is
$0.52 per 1,000,000 Btu of Alaska natural gas.
““(2) REDUCTION AS GAS PRICES INCREASE.—

“(A) IN GENERAL.—The dollar amount
under paragraph (1) shall be reduced (but not
below zero) by an amount which bears the
same ratio to such amount (determined
without regard to this paragraph) as—

“(i) the excess (if any) of the applicable
reference price over $0.83, bears to

(i) $0.52.

‘“(B) APPLICABLE REFERENCE PRICE.—For
purposes of this paragraph—

“(i) IN GENERAL.—The applicable reference
price for any calendar month in a taxable
year is the reference price for the calendar
month in which production occurs.

“(ii) REFERENCE PRICE.—The term ‘ref-
erence price’ means, with respect to any cal-
endar month, a published market price for
natural gas in United States dollars per
1,000,000 Btu (reduced by any gas transpor-
tation costs and gas processing costs as de-
termined by the appropriate national regu-
latory body for natural gas transportation)
as determined under regulations by the Sec-
retary.

“(C) INFLATION ADJUSTMENT.—

“(i) IN GENERAL.—INn the case of any tax-
able year beginning in a calendar year after
2003, each of the dollar amounts contained in
paragraph (1) and subparagraph (A) of this
paragraph shall be increased to an amount
equal to such dollar amount multiplied by
the inflation adjustment factor for such cal-
endar year.

“(ii) INFLATION ADJUSTMENT FACTOR.—For
purposes of clause (i)—

“(I) IN GENERAL.—The term ‘inflation ad-
justment 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 denomi-
nator of which is the GDP implicit price
deflator for the calendar year 2002.

“(11) GDP IMPLICIT PRICE DEFLATOR.—The
term ‘GDP implicit price deflator’ means, for
any calendar year, the most recent revision
of the implicit price deflator for the gross
domestic product as of June 30 of such cal-
endar year as computed by the Department
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of Commerce before October 1 of such cal-
endar year.

““(c) ALASKA NATURAL GAs.—For purposes
of this section—

“(1) IN GENERAL.—The term ‘Alaska nat-
ural gas’ means natural gas entering the
Alaska natural gas pipeline (as defined in
section 168(i)(18) (determined without regard
to subparagraph (B) thereof)) which is pro-
duced from a well—

“(A) located in the area of the State of
Alaska lying north of 64 degrees North lati-
tude, determined by excluding the area of
the Alaska National Wildlife Refuge (includ-
ing the continental shelf thereof within the
meaning of section 638(1)), and

“(B) pursuant to the applicable State and
Federal pollution prevention, control, and
permit requirements from such area (includ-
ing the continental shelf thereof within the
meaning of section 638(1)).

““(2) NATURAL GAS.—The term ‘natural gas’
has the meaning given such term by section
613A(e)(2).

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

““(1) PRODUCTION ATTRIBUTABLE TO THE TAX-
PAYER.—

“(A) IN GENERAL.—In the case of a well in
which there is more than 1 person or entity—

‘(i) entitled to production of Alaska nat-
ural gas, or

“(ii) at the election of the taxpayer, enti-
tled to the value of production as either an
operating interest owner or a royalty inter-
est owner,
the portion of such production attributable
to such person or entity shall be determined
on the basis of the ratio which the person’s
or entity’s interest in the production or the
value of production bears to the aggregate of
the interests of all operating interest owners
and royalty interest owners in the produc-
tion or the value of production.

““(B) PARTNERSHIP PROPERTIES.—In the case
of a partnership, for purposes of applying
subparagraph (A), production shall be attrib-
utable to its partners based on each part-
ner’s distributive share of Alaska natural
gas which is produced from partnership prop-
erties and attributable to the partnership or
its partners under subparagraph (A).

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

““(e) APPLICATION OF SECTION.—This section
shall apply to Alaska natural gas during the
period—

““(1) beginning with the later of—

“(A) January 1, 2010, or

“(B) the initial date for the interstate
transportation of such Alaska natural gas,
and

““(2) ending with the date which is 15 years
after the date described in paragraph (1).”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b) (relating to current year busi-
ness credit), as amended by this Act, is
amended by striking ‘“‘plus’” at the end of
paragraph (22), by striking the period at the
end of paragraph (23) and inserting *‘, plus”,
and by adding at the end the following new
paragraph:

““(24) The Alaska natural gas credit deter-
mined under section 45M(a).”.

(c) ALLOWING CREDIT AGAINST ENTIRE REG-
ULAR TAX AND MINIMUM TAX.—

(1) IN GENERAL.—Section 38(c) (relating to
limitation based on amount of tax), as
amended by this Act, is amended by redesig-
nating paragraph (5) as paragraph (6) and by
inserting after paragraph (4) the following
new paragraph:

““(5) SPECIAL RULES FOR ALASKA NATURAL
GAS CREDIT.—

“(A) IN GENERAL.—In the case of the Alas-
ka natural gas credit—
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““(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—

‘(1) the amounts in subparagraphs (A) and
(B) thereof shall be treated as being zero, and

“(I1) the limitation under paragraph (1) (as
modified by subclause (1)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the Alaska nat-
ural gas credit).

“(B) ALASKA NATURAL GAS CREDIT.—For
purposes of this subsection, the term ‘Alaska
natural gas credit’” means the credit allow-
able under subsection (a) by reason of sec-
tion 45M(a).”.

(2) CONFORMING AMENDMENTS.—Subclause
(I1) of section 38(c)(2)(A)(ii), as amended by
this Act, subclause (II) of section
38(c)(3)(A)(ii), as amended by this Act, and
subclause (I1) of section 38(c)(4)(A)(ii), as
added by this Act, are each amended by in-
serting ‘“‘or the Alaska natural gas credit”
after “‘producer credit”.

(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 new item:

““Sec. 45M. Alaska natural gas.”.

SEC. 512. CERTAIN ALASKA NATURAL GAS PIPE-
LINE PROPERTY TREATED AS 7-
YEAR PROPERTY.

(a) IN GENERAL.—Section 168(e)(3)(C) (defin-
ing 7-year property), as amended by this Act,
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 new clause:

“(iii) any Alaska natural
and”.

(b) ALASKA NATURAL GAsS PIPELINE.—Sec-
tion 168(i) (relating to definitions and special
rules), as amended by this Act, is amended
by adding at the end the following new para-
graph:

‘“(18) ALASKA NATURAL GAS PIPELINE.—The
term ‘Alaska natural gas pipeline’ means the
natural gas pipeline system located in the
State of Alaska which—

“(A) has a capacity of more than
500,000,000,000 Btu of natural gas per day, and

““(B) is placed in service after December 31,

2014.
Such term includes the pipe, trunk lines, re-
lated equipment, and appurtenances used to
carry natural gas, but does not include any
gas processing plant.”.

(c) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) (relating to spe-
cial rule for certain property assigned to
classes), as amended by this Act, is amended
by inserting after the item relating to sub-
paragraph (C)(ii) the following new item:
OYTE) e, 107,

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
placed in service after December 31, 2014, in
taxable years ending after such date.

SEC. 513. ARBITRAGE RULES NOT TO APPLY TO
PREPAYMENTS FOR NATURAL GAS.

(a) IN GENERAL.—Section 148(b) (relating to
higher yielding investments) is amended by
adding at the end the following new para-
graph:

‘“(4) SAFE HARBOR FOR PREPAID NATURAL
GAS.—

“(A) IN GENERAL.—The term ‘investment-
type property’ does not include a prepay-
ment under a qualified natural gas supply
contract.

““(B) QUALIFIED NATURAL GAS SUPPLY CON-
TRACT.—For purposes of this paragraph, the
term ‘qualified natural gas supply contract’
means any contract to acquire natural gas
for resale by or for a utility owned by a gov-

gas pipeline,
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ernmental unit if the amount of gas per-
mitted to be acquired under the contract for
the utility during any year does not exceed
the sum of—

‘(i) the annual average amount during the
testing period of natural gas purchased
(other than for resale) by customers of such
utility who are located within the service
area of such utility, and

“(ii) the amount of natural gas to be used
to transport the prepaid natural gas to the
utility during such year.

““(C) NATURAL GAS USED TO GENERATE ELEC-
TRICITY.—Natural gas used to generate elec-
tricity shall be taken into account in deter-
mining the average under subparagraph
B)()—

“(i) only if the electricity is generated by
a utility owned by a governmental unit, and

“(ii) only to the extent that the electricity
is sold (other than for resale) to customers of
such utility who are located within the serv-
ice area of such utility.

‘(D) ADJUSTMENTS FOR CHANGES
TOMER BASE.—

““(i) NEW BUSINESS CUSTOMERS.—If—

“(l) after the close of the testing period
and before the date of issuance of the issue,
the utility owned by a governmental unit en-
ters into a contract to supply natural gas
(other than for resale) for use by a business
at a property within the service area of such
utility, and

“(11) the utility did not supply natural gas
to such property during the testing period or
the ratable amount of natural gas to be sup-
plied under the contract is significantly
greater than the ratable amount of gas sup-
plied to such property during the testing pe-
riod,
then a contract shall not fail to be treated as
a qualified natural gas supply contract by
reason of supplying the additional natural
gas under the contract referred to in sub-
clause (I).

“(ii) OVERALL LIMITATION.—The average
under subparagraph (B)(i) shall not exceed
the annual amount of natural gas reasonably
expected to be purchased (other than for re-
sale) by persons who are located within the
service area of such utility and who, as of
the date of issuance of the issue, are cus-
tomers of such utility.

“(E) RULING REQUESTS.—The Secretary
may increase the average under subpara-
graph (B)(i) for any period if the utility
owned by the governmental unit establishes
to the satisfaction of the Secretary that,
based on objective evidence of growth in nat-
ural gas consumption or population, such av-
erage would otherwise be insufficient for
such period.

““(F) ADJUSTMENT FOR NATURAL GAS OTHER-
WISE ON HAND.—

“(i) IN GENERAL.—The amount otherwise
permitted to be acquired under the contract
for any period shall be reduced by—

“(1) the applicable share of natural gas
held by the utility on the date of issuance of
the issue, and

“(11) the natural gas (not taken into ac-
count under subclause (1)) which the utility
has a right to acquire during such period (de-
termined as of the date of issuance of the
issue).

“(ii) APPLICABLE SHARE.—For purposes of
clause (i), the term ‘applicable share’ means,
with respect to any period, the natural gas
allocable to such period if the gas were allo-
cated ratably over the period to which the
prepayment relates.

““(G) INTENTIONAL ACTS.—Subparagraph (A)
shall cease to apply to any issue if the util-
ity owned by the governmental unit engages
in any intentional act to render the volume
of natural gas acquired by such prepayment
to be in excess of the sum of—

IN CuUS-
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“(i) the amount of natural gas needed
(other than for resale) by customers of such
utility who are located within the service
area of such utility, and

“(ii) the amount of natural gas used to
transport such natural gas to the utility.

““(H) TESTING PERIOD.—For purposes of this
paragraph, the term ‘testing period’ means,
with respect to an issue, the most recent 5
calendar years ending before the date of
issuance of the issue.

“(I) SERVICE AREA.—For purposes of this
paragraph, the service area of a utility
owned by a governmental unit shall be com-
prised of—

‘(i) any area throughout which such util-
ity provided at all times during the testing
period—

“(1) in the case of a natural gas utility,
natural gas transmission or distribution
services, and

“(I1) in the case of an electric utility, elec-
tricity distribution services,

‘(i) any area within a county contiguous
to the area described in clause (i) in which
retail customers of such utility are located if
such area is not also served by another util-
ity providing natural gas or electricity serv-
ices, as the case may be, and

“(iii) any area recognized as the service
area of such utility under State or Federal
law.”.

(b) PRIVATE LOAN FINANCING TEST NOT ToO
APPLY TO PREPAYMENTS FOR NATURAL GAS.—
Section 141(c)(2) (providing exceptions to the
private loan financing test) is amended by
striking ““or’’ at the end of subparagraph (A),
by striking the period at the end of subpara-
graph (B) and inserting *‘, or”’, and by adding
at the end the following new subparagraph:

“(C) is a qualified natural gas supply con-
tract (as defined in section 148(b)(4)).”.

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

TITLE VI—ELECTRIC UTILITY
RESTRUCTURING PROVISIONS
SEC. 601. MODIFICATIONS TO SPECIAL RULES
FOR NUCLEAR DECOMMISSIONING
COSTS.

(a) REPEAL OF LIMITATION ON DEPOSITS INTO
FUND BASED ON COST OF SERVICE; CONTRIBU-
TIONS AFTER FUNDING PERIOD.—Subsection
(b) of section 468A (relating to special rules
for nuclear decommissioning costs) is
amended to read as follows:

“(b) LIMITATION ON AMOUNTS PAID INTO
FUND.—The amount which a taxpayer may
pay into the Fund for any taxable year shall
not exceed the ruling amount applicable to
such taxable year.”.

(b) CLARIFICATION OF TREATMENT OF FUND
TRANSFERS.—Section 468A(e) (relating to Nu-
clear Decommissioning Reserve Fund) is
amended by adding at the end the following
new paragraph:

““(8) TREATMENT OF FUND TRANSFERS.—If, in
connection with the transfer of the tax-
payer’s interest in a nuclear power plant, the
taxpayer transfers the Fund with respect to
such power plant to the transferee of such
interest and the transferee elects to continue
the application of this section to such
Fund—

“(A) the transfer of such Fund shall not
cause such Fund to be disqualified from the
application of this section, and

““(B) no amount shall be treated as distrib-
uted from such Fund, or be includable in
gross income, by reason of such transfer.””.

(c) TREATMENT OF CERTAIN DECOMMIS-
SIONING COSTS.—

(1) IN GENERAL.—Section 468A is amended
by redesignating subsections (f) and (g) as
subsections (g) and (h), respectively, and by
inserting after subsection (e) the following
new subsection:
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““(f) TRANSFERS INTO QUALIFIED FUNDS.—

“(1) IN GENERAL.—Notwithstanding sub-
section (b), any taxpayer maintaining a
Fund to which this section applies with re-
spect to a nuclear power plant may transfer
into such Fund not more than an amount
equal to the present value of the excess of
the total nuclear decommissioning costs
with respect to such nuclear power plant
over the portion of such costs taken into ac-
count in determining the ruling amount in
effect immediately before the transfer.

‘“(2) DEDUCTION FOR AMOUNTS TRANS-
FERRED.—

“(A) IN GENERAL.—Except as provided in
subparagraph (C), the deduction allowed by
subsection (a) for any transfer permitted by
this subsection shall be allowed ratably over
the remaining estimated useful life (within
the meaning of subsection (d)(2)(A)) of the
nuclear power plant beginning with the tax-
able year during which the transfer is made.

‘“(B) DENIAL OF DEDUCTION FOR PREVIOUSLY
DEDUCTED AMOUNTS.—No deduction shall be
allowed for any transfer under this sub-
section of an amount for which a deduction
was previously allowed or a corresponding
amount was not included in gross income.
For purposes of the preceding sentence, a
ratable portion of each transfer shall be
treated as being from previously deducted or
excluded amounts to the extent thereof.

*“(C) TRANSFERS OF QUALIFIED FUNDS.—If—

“(i) any transfer permitted by this sub-
section is made to any Fund to which this
section applies, and

‘(i) such Fund is transferred thereafter,
any deduction under this subsection for tax-
able years ending after the date that such
Fund is transferred shall be allowed to the
transferee and not the transferor. The pre-
ceding sentence shall not apply if the trans-
feror is an entity exempt from tax under this
chapter.

‘(D) SPECIAL RULES.—

“(i) GAIN OR LOSS NOT RECOGNIZED.—NoO
gain or loss shall be recognized on any trans-
fer permitted by this subsection.

“(if) TRANSFERS OF APPRECIATED PROP-
ERTY.—If appreciated property is transferred
in a transfer permitted by this subsection,
the amount of the deduction shall not exceed
the adjusted basis of such property.

““(3) NEW RULING AMOUNT REQUIRED.—Para-
graph (1) shall not apply to any transfer un-
less the taxpayer requests from the Sec-
retary a new schedule of ruling amounts in
connection with such transfer.

‘“(4) NO BASIS IN QUALIFIED FUNDS.—Not-
withstanding any other provision of law, the
taxpayer’s basis in any Fund to which this
section applies shall not be increased by rea-
son of any transfer permitted by this sub-
section.”.

(2) NEW RULING AMOUNT TO TAKE INTO AC-
COUNT TOTAL COSTS.—Subparagraph (A) of
section 468A(d)(2) (defining ruling amount) is
amended to read as follows:

“(A) fund the total nuclear decommis-
sioning costs with respect to such power
plant over the estimated useful life of such
power plant, and”.

(d) TECHNICAL AMENDMENT.—Section
468A(e)(2) (relating to taxation of Fund) is
amended—

(1) by striking ‘“‘rate set forth in subpara-
graph (B)”’ in subparagraph (A) and inserting
““rate of 20 percent’’,

(2) by striking subparagraph (B), and

(3) by redesignating subparagraphs (C) and
(D) as subparagraphs (B) and (C), respec-
tively.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.
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SEC. 602. TREATMENT OF CERTAIN INCOME OF
COOPERATIVES.

(a) INCOME FROM OPEN ACCESS AND NuU-
CLEAR DECOMMISSIONING TRANSACTIONS.—

(1) IN GENERAL.—Section 501(c)(12)(C) (re-
lating to list of exempt organizations) is
amended by striking ‘“‘or”” at the end of
clause (i), by striking clause (ii), and by add-
ing at the end the following new clauses:

“(ii) from any open access transaction
(other than income received or accrued di-
rectly or indirectly from a member),

“(iii) from any nuclear decommissioning
transaction,

“(iv) from any asset exchange or conver-
sion transaction, or

“(v) from the prepayment of any loan,
debt, or obligation made, insured, or guaran-
teed under the Rural Electrification Act of
1936.7".

(2) DEFINITIONS AND SPECIAL RULES.—Sec-
tion 501(c)(12) is amended by adding at the
end the following new subparagraphs:

“(E) For purposes of subparagraph (C)(ii)—

“(i) The term ‘open access transaction’
means any transaction meeting the open ac-
cess requirements of any of the following
subclauses with respect to a mutual or coop-
erative electric company:

“(I) The provision or sale of electric trans-
mission service or ancillary services meets
the open access requirements of this sub-
clause only if such services are provided on a
nondiscriminatory open access basis pursu-
ant to an open access transmission tariff
filed with and approved by FERC, including
an acceptable reciprocity tariff, or under a
regional transmission organization agree-
ment approved by FERC.

“(I1) The provision or sale of electric en-
ergy distribution services or ancillary serv-
ices meets the open access requirements of
this subclause only if such services are pro-
vided on a nondiscriminatory open access
basis to end-users served by distribution fa-
cilities owned by the mutual or cooperative
electric company (or its members).

“(111) The delivery or sale of electric en-
ergy generated by a generation facility
meets the open access requirements of this
subclause only if such facility is directly
connected to distribution facilities owned by
the mutual or cooperative electric company
(or its members) which owns the generation
facility, and such distribution facilities meet
the open access requirements of subclause
().

“(ii) Clause (i)(1) shall apply in the case of
a voluntarily filed tariff only if the mutual
or cooperative electric company files a re-
port with FERC within 90 days after the date
of the enactment of this subparagraph relat-
ing to whether or not such company will join
a regional transmission organization.

“(iii) A mutual or cooperative electric
company shall be treated as meeting the
open access requirements of clause (i)(l) if a
regional transmission organization controls
the transmission facilities.

““(iv) References to FERC in this subpara-
graph shall be treated as including ref-
erences to the Public Utility Commission of
Texas with respect to any ERCOT utility (as
defined in section 212(k)(2)(B) of the Federal
Power Act (16 U.S.C. 824k(k)(2)(B))) or ref-
erences to the Rural Utilities Service with
respect to any other facility not subject to
FERC jurisdiction.

““(v) For purposes of this subparagraph—

“(1) The term ‘transmission facility’ means
an electric output facility (other than a gen-
eration facility) which operates at an elec-
tric voltage of 69 kilovolts or greater. To the
extent provided in regulations, such term in-
cludes any output facility which FERC de-
termines is a transmission facility under
standards applied by FERC under the Fed-
eral Power Act (as in effect on the date of
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the enactment of the Energy Tax Incentives
Act of 2003).

“(I1) The term ‘regional transmission orga-
nization’ includes an independent system op-
erator.

“(111) The term ‘FERC’ means the Federal
Energy Regulatory Commission.

“(F) The term ‘nuclear decommissioning
transaction’” means—

“(i) any transfer into a trust, fund, or in-
strument established to pay any nuclear de-
commissioning costs if the transfer is in con-
nection with the transfer of the mutual or
cooperative electric company’s interest in a
nuclear power plant or nuclear power plant
unit,

“(ii) any distribution from any trust, fund,
or instrument established to pay any nuclear
decommissioning costs, or

“(iif) any earnings from any trust, fund, or
instrument established to pay any nuclear
decommissioning costs.

“(G) The term ‘asset exchange or conver-
sion transaction’ means any voluntary ex-
change or involuntary conversion of any
property related to generating, transmitting,
distributing, or selling electric energy by a
mutual or cooperative electric company, the
gain from which qualifies for deferred rec-
ognition under section 1031 or 1033, but only
if the replacement property acquired by such
company pursuant to such section con-
stitutes property which is used, or to be
used, for—

““(i) generating, transmitting, distributing,
or selling electric energy, or

““(ii) producing, transmitting, distributing,
or selling natural gas.””.

(b) TREATMENT OF INCOME FROM LOAD LOSS
TRANSACTIONS.—Section 501(c)(12), as amend-
ed by subsection (a)(2), is amended by adding
after subparagraph (G) the following new
subparagraph:

“(H)(i) In the case of a mutual or coopera-
tive electric company described in this para-
graph or an organization described in section
1381(a)(2)(C), income received or accrued
from a load loss transaction shall be treated
as an amount collected from members for
the sole purpose of meeting losses and ex-
penses.

“(ii) For purposes of clause (i), the term
‘load loss transaction’ means any wholesale
or retail sale of electric energy (other than
to members) to the extent that the aggre-
gate sales during the recovery period do not
exceed the load loss mitigation sales limit
for such period.

‘(i) For purposes of clause (ii), the load
loss mitigation sales limit for the recovery
period is the sum of the annual load losses
for each year of such period.

““(iv) For purposes of clause (iii), a mutual
or cooperative electric company’s annual
load loss for each year of the recovery period
is the amount (if any) by which—

“(1) the megawatt hours of electric energy
sold during such year to members of such
electric company are less than

“(11) the megawatt hours of electric energy
sold during the base year to such members.

““(v) For purposes of clause (iv)(ll), the
term ‘base year’ means—

“(1) the calendar year preceding the start-
up year, or

“(I1) at the election of the electric com-
pany, the second or third calendar years pre-
ceding the start-up year.

“(vi) For purposes of this subparagraph,
the recovery period is the 7-year period be-
ginning with the start-up year.

“(vii) For purposes of this subparagraph,
the start-up year is the calendar year which
includes the date of the enactment of this
subparagraph or, if later, at the election of
the mutual or cooperative electric com-
pany—
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“(1) the first year that such electric com-
pany offers nondiscriminatory open access,
or

“(I1) the first year in which at least 10 per-
cent of such electric company’s sales are not
to members of such electric company.

““(viii) A company shall not fail to be treat-
ed as a mutual or cooperative company for
purposes of this paragraph or as a corpora-
tion operating on a cooperative basis for pur-
poses of section 1381(a)(2)(C) by reason of the
treatment under clause (i).

““(ix) In the case of a mutual or cooperative
electric company, income from any open ac-
cess transaction received, or accrued, indi-
rectly from a member shall be treated as an
amount collected from members for the sole
purpose of meeting losses and expenses.””.

(c) EXCEPTION FROM UNRELATED BUSINESS
TAXABLE INCOME.—Section 512(b) (relating to
modifications) is amended by adding at the
end the following new paragraph:

‘“(18) TREATMENT OF MUTUAL OR COOPERA-
TIVE ELECTRIC COMPANIES.—In the case of a
mutual or cooperative electric company de-
scribed in section 501(c)(12), there shall be
excluded income which is treated as member
income under subparagraph (H) thereof.””.

(d) CROSs REFERENCE.—Section 1381 is
amended by adding at the end the following
new subsection:

‘“(c) CROSS REFERENCE.—

“For treatment of income from load loss
transactions of organizations described in
subsection (a)(2)(C), see section
501(c)(12)(H).”.

(e) 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. 603. SALES OR DISPOSITIONS TO IMPLE-
MENT FEDERAL ENERGY REGU-
LATORY COMMISSION OR STATE
ELECTRIC RESTRUCTURING POLICY.

(a) IN GENERAL.—Section 451 (relating to
general rule for taxable year of inclusion) is
amended by adding at the end the following
new subsection:

‘(i) SPECIAL RULE FOR SALES OR DIspPoOsI-
TIONS TO IMPLEMENT FEDERAL ENERGY REGU-
LATORY COMMISSION OR STATE ELECTRIC RE-
STRUCTURING PoLIcy.—

““(1) IN GENERAL.—For purposes of this sub-
title, if a taxpayer elects the application of
this subsection to a qualifying electric trans-
mission transaction in any taxable year—

“(A) any ordinary income derived from
such transaction which would be required to
be recognized under section 1245 or 1250 for
such taxable year (determined without re-
gard to this subsection), and

““(B) any income derived from such trans-
action in excess of such ordinary income
which is required to be included in gross in-
come for such taxable year (determined
without regard to this subsection),
shall be so recognized and included ratably
over the 8-taxable year period beginning
with such taxable year.

““(2) QUALIFYING ELECTRIC TRANSMISSION
TRANSACTION.—For purposes of this sub-
section, the term ‘qualifying electric trans-
mission transaction’ means any sale or other
disposition before January 1, 2008, of—

“(A) property used by the taxpayer in the
trade or business of providing electric trans-
mission services, or

‘“(B) any stock or partnership interest in a
corporation or partnership, as the case may
be, whose principal trade or business consists
of providing electric transmission services,

but only if such sale or disposition is to an
independent transmission company.

““(3) INDEPENDENT  TRANSMISSION  COM-
PANY.—For purposes of this subsection, the
term ‘independent transmission company’
means—
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“(A) a regional transmission organization
approved by the Federal Energy Regulatory
Commission,

““(B) a person—

“(i) who the Federal Energy Regulatory
Commission determines in its authorization
of the transaction under section 203 of the
Federal Power Act (16 U.S.C. 824b) is not a
market participant within the meaning of
such Commission’s rules applicable to re-
gional transmission organizations, and

‘(i) whose transmission facilities to which
the election under this subsection applies are
under the operational control of a Federal
Energy Regulatory Commission-approved re-
gional transmission organization before the
close of the period specified in such author-
ization, but not later than January 1, 2008, or

“(C) in the case of facilities subject to the
exclusive jurisdiction of the Public Utility
Commission of Texas, a person which is ap-
proved by that Commission as consistent
with Texas State law regarding an inde-
pendent transmission organization.

““(4) ELECTION.—AN election under para-
graph (1), once made, shall be irrevocable.

““(5)  NONAPPLICATION OF  INSTALLMENT
SALES TREATMENT.—Section 453 shall not
apply to any qualifying electric transmission
transaction with respect to which an elec-
tion to apply this subsection is made.”".

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to trans-
actions occurring after the date of the enact-
ment of this Act.

TITLE VII—ADDITIONAL PROVISIONS
SEC. 701. EXTENSION OF ACCELERATED DEPRE-

CIATION AND WAGE CREDIT BENE-
FITS ON INDIAN RESERVATIONS.

(a) SPECIAL RECOVERY PERIOD FOR PROP-
ERTY ON INDIAN RESERVATIONS.—Section
168(j)(8) (relating to termination) is amended
by striking ‘2004’ and inserting ‘“2005".

(b) INDIAN EMPLOYMENT CREDIT.—Section
45A(f) (relating to termination) is amended
by striking ‘2004’ and inserting ‘“2005"".

SEC. 702. STUDY OF EFFECTIVENESS OF CERTAIN
PROVISIONS BY GAO.

(a) STuDY.—The Comptroller General of
the United States shall undertake an ongo-
ing analysis of—

(1) the effectiveness of the alternative
motor vehicles and fuel incentives provisions
under title Il and the conservation and en-
ergy efficiency provisions under title 111, and

(2) the recipients of the tax benefits con-

tained in such provisions, including an iden-
tification of such recipients by income and
other appropriate measurements.
Such analysis shall quantify the effective-
ness of such provisions by examining and
comparing the Federal Government’s for-
gone revenue to the aggregate amount of en-
ergy actually conserved and tangible envi-
ronmental benefits gained as a result of such
provisions.

(b) REPORTS.—The Comptroller General of
the United States shall report the analysis
required under subsection (a) to Congress not
later than December 31, 2004, and annually
thereafter.

SEC. 703. REPEAL OF 4.3-CENT MOTOR FUEL EX-
CISE TAXES ON RAILROADS AND IN-
LAND WATERWAY TRANSPORTATION
WHICH REMAIN IN GENERAL FUND.

(a) TAXES ON TRAINS.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 4041(a)(1) is amended by striking ‘“‘or a
diesel-powered train’ each place it appears
and by striking “‘or train”.

(2) CONFORMING AMENDMENTS.—

(A) Subparagraph (C) of section 4041(a)(1) is
amended by striking clause (ii) and by redes-
ignating clause (iii) as clause (ii).

(B) Subparagraph (C) of section 4041(b)(1) is
amended by striking all that follows ‘‘sec-
tion 6421(e)(2)” and inserting a period.
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(C) Subsection (d) of section 4041 is amend-
ed by redesignating paragraph (3) as para-
graph (4) and by inserting after paragraph (2)
the following new paragraph:

““(3) DIESEL FUEL USED IN TRAINS.—There is
hereby imposed a tax of 0.1 cent per gallon
on any liquid other than gasoline (as defined
in section 4083)—

“(A) sold by any person to an owner, les-
see, or other operator of a diesel-powered
train for use as a fuel in such train, or

““(B) used by any person as a fuel in a die-
sel-powered train unless there was a taxable
sale of such fuel under subparagraph (A).

No tax shall be imposed by this paragraph on
the sale or use of any liquid if tax was im-
posed on such liquid under section 4081.”

(D) Subsection (f) of section 4082 is amend-
ed by striking ‘“‘section 4041(a)(1)”” and insert-
ing ‘“‘subsections (d)(3) and (a)(1) of section
4041, respectively”.

(E) Paragraph (3) of section 4083(a) is
amended by striking ‘“‘or a diesel-powered
train’’.

(F) Paragraph (3) of section 6421(f) is
amended to read as follows:

““(3) GASOLINE USED IN TRAINS.—In the case
of gasoline used as a fuel in a train, this sec-
tion shall not apply with respect to the
Leaking Underground Storage Tank Trust
Fund financing rate under section 4081.”’

(G) Paragraph (3) of section 6427(1) is
amended to read as follows:

““(3) REFUND OF CERTAIN TAXES ON FUEL
USED IN DIESEL-POWERED TRAINS.—For pur-
poses of this subsection, the term ‘non-
taxable use’ includes fuel used in a diesel-
powered train. The preceding sentence shall
not apply to the tax imposed by section
4041(d) and the Leaking Underground Stor-
age Tank Trust Fund financing rate under
section 4081 except with respect to fuel sold
for exclusive use by a State or any political
subdivision thereof.”

(b) FUEL USED ON INLAND WATERWAYS.—

(1) IN GENERAL.—Paragraph (1) of section
4042(b) is amended by adding ‘‘and” at the
end of subparagraph (A), by striking *‘, and”’
at the end of subparagraph (B) and inserting
a period, and by striking subparagraph (C).

(2) CONFORMING AMENDMENT.—Paragraph
(2) of section 4042(b) is amended by striking
subparagraph (C).

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 2004.

SEC. 704. EXPANSION OF RESEARCH CREDIT.

(a) CREDIT FOR EXPENSES ATTRIBUTABLE TO
CERTAIN COLLABORATIVE ENERGY RESEARCH
CONSORTIA.—

(1) IN GENERAL.—Section 41(a) (relating to
credit for increasing research activities) is
amended by striking ‘‘and’” at the end of
paragraph (1), by striking the period at the
end of paragraph (2) and inserting ‘‘, and”,
and by adding at the end the following new
paragraph:

““(3) 20 percent of the amounts paid or in-
curred by the taxpayer in carrying on any
trade or business of the taxpayer during the
taxable year (including as contributions) to
an energy research consortium.”.

(2) ENERGY RESEARCH CONSORTIUM DE-
FINED.—Section 41(f) (relating to special
rules) is amended by adding at the end the
following new paragraph:

“‘(6) ENERGY RESEARCH CONSORTIUM.—

“(A) IN GENERAL.—The term ‘energy re-
search consortium’ means any organiza-
tion—

““(i) which is—

““(1) described in section 501(c)(3) and is ex-
empt from tax under section 501(a) and is or-
ganized and operated primarily to conduct
energy research, or

“(I1) organized and operated primarily to
conduct energy research in the public inter-
est (within the meaning of section 501(c)(3)),
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““(if) which is not a private foundation,

““(iii) to which at least 5 unrelated persons
paid or incurred during the calendar year in
which the taxable year of the organization
begins amounts (including as contributions)
to such organization for energy research, and

““(iv) to which no single person paid or in-
curred (including as contributions) during
such calendar year an amount equal to more
than 50 percent of the total amounts re-
ceived by such organization during such cal-
endar year for energy research.

““(B) TREATMENT OF PERSONS.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52 shall be treat-
ed as related persons for purposes of subpara-
graph (A)(iii) and as a single person for pur-
poses of subparagraph (A)(iv).”.

®3) CONFORMING  AMENDMENT.—Section
41(b)(3)(C) is amended by inserting ‘‘(other
than an energy research consortium)’ after
‘‘organization”.

(b) REPEAL OF LIMITATION ON CONTRACT RE-
SEARCH EXPENSES PAID TO SMALL Busi-
NESSES, UNIVERSITIES, AND FEDERAL LABORA-
TORIES.—Section 41(b)(3) (relating to con-
tract research expenses) is amended by add-
ing at the end the following new subpara-
graph:

‘(D) AMOUNTS PAID TO ELIGIBLE SMALL
BUSINESSES, UNIVERSITIES, AND FEDERAL LAB-
ORATORIES.—

“(i) IN GENERAL.—INn the case of amounts
paid by the taxpayer to—

“(1) an eligible small business,

“(I11) an institution of higher education (as
defined in section 3304(f)), or

“(I11) an organization which is a Federal
laboratory,
for qualified research which is energy re-
search, subparagraph (A) shall be applied by
substituting ‘100 percent’ for ‘65 percent’.

““(ii) ELIGIBLE SMALL BUSINESS.—For pur-
poses of this subparagraph, the term ‘eligible
small business’ means a small business with
respect to which the taxpayer does not own
(within the meaning of section 318) 50 per-
cent or more of—

“(1) in the case of a corporation, the out-
standing stock of the corporation (either by
vote or value), and

“(11) in the case of a small business which
is not a corporation, the capital and profits
interests of the small business.

“(iii) SMALL BUSINESS.—For purposes of
this subparagraph—

“(I) IN GENERAL.—The term ‘small busi-
ness’ means, with respect to any calendar
year, any person if the annual average num-
ber of employees employed by such person
during either of the 2 preceding calendar
years was 500 or fewer. For purposes of the
preceding sentence, a preceding calendar
year may be taken into account only if the
person was in existence throughout the year.

“(I) STARTUPS, CONTROLLED GROUPS, AND
PREDECESSORS.—Rules similar to the rules of
subparagraphs (B) and (D) of section 220(c)(4)
shall apply for purposes of this clause.

““(iv) FEDERAL LABORATORY.—For purposes
of this subparagraph, the term ‘Federal lab-
oratory’ has the meaning given such term by
section 4(6) of the Stevenson-Wydler Tech-
nology Innovation Act of 1980 (15 U.S.C.
3703(6)), as in effect on the date of the enact-
ment of the Energy Tax Incentives Act of
2003.”".

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred after the date of the enact-
ment of this Act.

TITLE VIIIAREVENUE PROVISIONS

Subtitle A—Provisions Designed To Curtail
Tax Shelters
SEC. 801. PENALTY FOR FAILING TO DISCLOSE
REPORTABLE TRANSACTION.
(a) IN GENERAL.—Part | of subchapter B of
chapter 68 (relating to assessable penalties)

July 30, 2003

is amended by inserting after section 6707

the following new section:

“SEC. 6707A. PENALTY FOR FAILURE TO INCLUDE
REPORTABLE TRANSACTION INFOR-
MATION WITH RETURN OR STATE-
MENT.

“(a) IMPOSITION OF PENALTY.—ANy person
who fails to include on any return or state-
ment any information with respect to a re-
portable transaction which is required under
section 6011 to be included with such return
or statement shall pay a penalty in the
amount determined under subsection (b).

“‘(b) AMOUNT OF PENALTY.—

“(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), the amount of the
penalty under subsection (a) shall be $50,000.

““(2) LISTED TRANSACTION.—The amount of
the penalty under subsection (a) with respect
to a listed transaction shall be $100,000.

““(8) INCREASE IN PENALTY FOR LARGE ENTI-
TIES AND HIGH NET WORTH INDIVIDUALS.—

“(A) IN GENERAL.—INn the case of a failure
under subsection (a) by—

‘(i) a large entity, or

““(ii) a high net worth individual,
the penalty under paragraph (1) or (2) shall
be twice the amount determined without re-
gard to this paragraph.

““(B) LARGE ENTITY.—For purposes of sub-
paragraph (A), the term ‘large entity’ means,
with respect to any taxable year, a person
(other than a natural person) with gross re-
ceipts in excess of $10,000,000 for the taxable
year in which the reportable transaction oc-
curs or the preceding taxable year. Rules
similar to the rules of paragraph (2) and sub-
paragraphs (B), (C), and (D) of paragraph (3)
of section 448(c) shall apply for purposes of
this subparagraph.

““(C) HIGH NET WORTH INDIVIDUAL.—For pur-
poses of subparagraph (A), the term ‘high net
worth individual’ means, with respect to a
reportable transaction, a natural person
whose net worth exceeds $2,000,000 imme-
diately before the transaction.

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

‘(1) REPORTABLE TRANSACTION.—The term
‘reportable transaction’ means any trans-
action with respect to which information is
required to be included with a return or
statement because, as determined under reg-
ulations prescribed under section 6011, such
transaction is of a type which the Secretary
determines as having a potential for tax
avoidance or evasion.

““(2) LISTED TRANSACTION.—Except as pro-
vided in regulations, the term ‘listed trans-
action” means a reportable transaction
which is the same as, or substantially simi-
lar to, a transaction specifically identified
by the Secretary as a tax avoidance trans-
action for purposes of section 6011.

*“(d) AUTHORITY TO RESCIND PENALTY.—

““(1) IN GENERAL.—The Commissioner of In-
ternal Revenue may rescind all or any por-
tion of any penalty imposed by this section
with respect to any violation if—

“(A) the violation is with respect to a re-
portable transaction other than a listed
transaction,

““(B) the person on whom the penalty is im-
posed has a history of complying with the re-
quirements of this title,

“(C) it is shown that the violation is due to
an unintentional mistake of fact;

“(D) imposing the penalty would be
against equity and good conscience, and

“(E) rescinding the penalty would promote
compliance with the requirements of this
title and effective tax administration.

““(2) DISCRETION.—The exercise of authority
under paragraph (1) shall be at the sole dis-
cretion of the Commissioner and may be del-
egated only to the head of the Office of Tax
Shelter Analysis. The Commissioner, in the
Commissioner’s sole discretion, may estab-
lish a procedure to determine if a penalty
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should be referred to the Commissioner or
the head of such Office for a determination
under paragraph (1).

“(3) No ApPeEAL.—Notwithstanding any
other provision of law, any determination
under this subsection may not be reviewed in
any administrative or judicial proceeding.

““(4) RECORDS.—If a penalty is rescinded
under paragraph (1), the Commissioner shall
place in the file in the Office of the Commis-
sioner the opinion of the Commissioner or
the head of the Office of Tax Shelter Anal-
ysis with respect to the determination, in-
cluding—

“(A) the facts and circumstances of the
transaction,

““(B) the reasons for the rescission, and

“(C) the amount of the penalty rescinded.

“(5) REPORT.—The Commissioner shall
each year report to the Committee on Ways
and Means of the House of Representatives
and the Committee on Finance of the Sen-
ate—

“(A) a summary of the total number and
aggregate amount of penalties imposed, and
rescinded, under this section, and

“(B) a description of each penalty re-
scinded under this subsection and the rea-
sons therefor.

‘“(e) PENALTY REPORTED TO SEC.—In the
case of a person—

““(1) which is required to file periodic re-
ports under section 13 or 15(d) of the Securi-
ties Exchange Act of 1934 or is required to be
consolidated with another person for pur-
poses of such reports, and

*“(2) which—

“(A) is required to pay a penalty under this
section with respect to a listed transaction,
or

““(B) is required to pay a penalty under sec-
tion 6662A with respect to any reportable
transaction at a rate prescribed under sec-
tion 6662A(c),
the requirement to pay such penalty shall be
disclosed in such reports filed by such person
for such periods as the Secretary shall speci-
fy. Failure to make a disclosure in accord-
ance with the preceding sentence shall be
treated as a failure to which the penalty
under subsection (b)(2) applies.

“(f) COORDINATION WITH OTHER PEN-
ALTIES.—The penalty imposed by this section
is in addition to any penalty imposed under
this title.”.

(b) CONFORMING AMENDMENT.—The table of
sections for part | of subchapter B of chapter
68 is amended by inserting after the item re-
lating to section 6707 the following:

““‘Sec. 6707A. Penalty for failure to include re-

portable transaction informa-
tion with return or state-
ment.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to returns
and statements the due date for which is
after the date of the enactment of this Act.
SEC. 802. ACCURACY-RELATED PENALTY FOR

LISTED TRANSACTIONS AND OTHER
REPORTABLE TRANSACTIONS HAV-
ING A SIGNIFICANT TAX AVOIDANCE
PURPOSE.

(a) IN GENERAL.—Subchapter A of chapter
68 is amended by inserting after section 6662
the following new section:

“SEC. 6662A. IMPOSITION OF ACCURACY-RE-
LATED PENALTY ON UNDERSTATE-
MENTS WITH RESPECT TO REPORT-
ABLE TRANSACTIONS.

““(a) IMPOSITION OF PENALTY.—If a taxpayer
has a reportable transaction understatement
for any taxable year, there shall be added to
the tax an amount equal to 20 percent of the
amount of such understatement.

““(b) REPORTABLE TRANSACTION UNDER-
STATEMENT.—For purposes of this section—

“(1) IN GENERAL.—The term ‘reportable
transaction understatement’ means the sum
of—
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““(A) the product of—

‘(i) the amount of the increase (if any) in
taxable income which results from a dif-
ference between the proper tax treatment of
an item to which this section applies and the
taxpayer’s treatment of such item (as shown
on the taxpayer’s return of tax), and

‘“(if) the highest rate of tax imposed by
section 1 (section 11 in the case of a taxpayer
which is a corporation), and

““(B) the amount of the decrease (if any) in

the aggregate amount of credits determined
under subtitle A which results from a dif-
ference between the taxpayer’s treatment of
an item to which this section applies (as
shown on the taxpayer’s return of tax) and
the proper tax treatment of such item.
For purposes of subparagraph (A), any reduc-
tion of the excess of deductions allowed for
the taxable year over gross income for such
year, and any reduction in the amount of
capital losses which would (without regard
to section 1211) be allowed for such year,
shall be treated as an increase in taxable in-
come.

““(2) ITEMS TO WHICH SECTION APPLIES.—This
section shall apply to any item which is at-
tributable to—

“(A) any listed transaction, and

‘“(B) any reportable transaction (other
than a listed transaction) if a significant
purpose of such transaction is the avoidance
or evasion of Federal income tax.

““(c) HIGHER PENALTY FOR NONDISCLOSED
LISTED AND OTHER AVOIDANCE TRANS-
ACTIONS.—

““(1) IN GENERAL.—Subsection (a) shall be
applied by substituting ‘30 percent’ for ‘20
percent’ with respect to the portion of any
reportable transaction understatement with
respect to which the requirement of section
6664(d)(2)(A) is not met.

““(2) RULES APPLICABLE TO COMPROMISE OF
PENALTY.—

“(A) IN GENERAL.—If the 1st letter of pro-
posed deficiency which allows the taxpayer
an opportunity for administrative review in
the Internal Revenue Service Office of Ap-
peals has been sent with respect to a penalty
to which paragraph (1) applies, only the
Commissioner of Internal Revenue may com-
promise all or any portion of such penalty.

““(B) APPLICABLE RULES.—The rules of para-
graphs (2), (3), (4), and (5) of section 6707A(d)
shall apply for purposes of subparagraph (A).

‘‘(d) DEFINITIONS OF REPORTABLE AND LIST-
ED TRANSACTIONS.—For purposes of this sec-
tion, the terms ‘reportable transaction’ and
‘listed transaction’ have the respective
meanings given to such terms by section
6707A(C).

‘‘(e) SPECIAL RULES.—

‘(1) COORDINATION WITH PENALTIES, ETC., ON
OTHER UNDERSTATEMENTS.—In the case of an
understatement (as defined in section
6662(d)(2))—

““(A) the amount of such understatement
(determined without regard to this para-
graph) shall be increased by the aggregate
amount of reportable transaction under-
statements for purposes of determining
whether such understatement is a substan-
tial understatement under section 6662(d)(1),
and

“(B) the addition to tax under section
6662(a) shall apply only to the excess of the
amount of the substantial understatement
(if any) after the application of subparagraph
(A) over the aggregate amount of reportable
transaction understatements.

““(2) COORDINATION WITH OTHER PENALTIES.—

““(A) APPLICATION OF FRAUD PENALTY.—Ref-
erences to an underpayment in section 6663
shall be treated as including references to a
reportable transaction understatement.

‘““(B) NO DOUBLE PENALTY.—This section
shall not apply to any portion of an under-
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statement on which a penalty is imposed
under section 6663.

““(3) SPECIAL RULE FOR AMENDED RETURNS.—
Except as provided in regulations, in no
event shall any tax treatment included with
an amendment or supplement to a return of
tax be taken into account in determining the
amount of any reportable transaction under-
statement if the amendment or supplement
is filed after the earlier of the date the tax-
payer is first contacted by the Secretary re-
garding the examination of the return or
such other date as is specified by the Sec-
retary.

“‘(4) CROSS REFERENCE.—

“For reporting of section 6662A(c) penalty
to the Securities and Exchange Commission,
see section 6707A(e).”.

(b) DETERMINATION OF OTHER UNDERSTATE-
MENTS.—Subparagraph (A) of  section
6662(d)(2) is amended by adding at the end
the following flush sentence:

“The excess under the preceding sentence
shall be determined without regard to items
to which section 6662A applies.”.

(c) REASONABLE CAUSE EXCEPTION.—

(1) IN GENERAL.—Section 6664 is amended
by adding at the end the following new sub-
section:

““(d) REASONABLE CAUSE EXCEPTION FOR RE-
PORTABLE TRANSACTION UNDERSTATEMENTS.—

“(1) IN GENERAL.—No penalty shall be im-
posed under section 6662A with respect to
any portion of a reportable transaction un-
derstatement if it is shown that there was a
reasonable cause for such portion and that
the taxpayer acted in good faith with respect
to such portion.

““(2) SPECIAL RULES.—Paragraph (1) shall
not apply to any reportable transaction un-
derstatement unless—

“(A) the relevant facts affecting the tax
treatment of the item are adequately dis-
closed in accordance with the regulations
prescribed under section 6011,

““(B) there is or was substantial authority
for such treatment, and

““(C) the taxpayer reasonably believed that

such treatment was more likely than not the
proper treatment.
A taxpayer failing to adequately disclose in
accordance with section 6011 shall be treated
as meeting the requirements of subparagraph
(A) if the penalty for such failure was re-
scinded under section 6707A(d).

““(83) RULES RELATING TO REASONABLE BE-
LIEF.—For purposes of paragraph (2)(C)—

“(A) IN GENERAL.—A taxpayer shall be
treated as having a reasonable belief with re-
spect to the tax treatment of an item only if
such belief—

‘(i) is based on the facts and law that exist
at the time the return of tax which includes
such tax treatment is filed, and

“(ii) relates solely to the taxpayer’s
chances of success on the merits of such
treatment and does not take into account
the possibility that a return will not be au-
dited, such treatment will not be raised on
audit, or such treatment will be resolved
through settlement if it is raised.

““(B) CERTAIN OPINIONS MAY NOT BE RELIED
UPON.—

“(i) IN GENERAL.—AnN opinion of a tax advi-
sor may not be relied upon to establish the
reasonable belief of a taxpayer if—

“(1) the tax advisor is described in clause
(i), or

“(11) the opinion is described in clause (iii).

“(ii) DISQUALIFIED TAX ADVISORS.—A tax
advisor is described in this clause if the tax
advisor—

“(1) is a material advisor (within the mean-
ing of section 6111(b)(1)) who participates in
the organization, management, promotion,
or sale of the transaction or who is related
(within the meaning of section 267(b) or
707(b)(1)) to any person who so participates,
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“(I1) is compensated directly or indirectly
by a material advisor with respect to the
transaction,

“(111) has a fee arrangement with respect
to the transaction which is contingent on all
or part of the intended tax benefits from the
transaction being sustained, or

“(1V) as determined under regulations pre-
scribed by the Secretary, has a continuing fi-
nancial interest with respect to the trans-
action.

““(iii) DISQUALIFIED OPINIONS.—FoOr purposes
of clause (i), an opinion is disqualified if the
opinion—

“(1) is based on unreasonable factual or
legal assumptions (including assumptions as
to future events),

“(I) unreasonably relies on representa-
tions, statements, findings, or agreements of
the taxpayer or any other person,

“(111) does not identify and consider all rel-
evant facts, or

“(1V) fails to meet any other requirement
as the Secretary may prescribe.”.

(2) CONFORMING AMENDMENT.—The heading
for subsection (c) of section 6664 is amended
by inserting ‘““FOR UNDERPAYMENTS’ after
“EXCEPTION"".

(d) CONFORMING AMENDMENTS.—

(1) Subparagraph (C) of section 461(i)(3) is

amended by striking ‘‘section
6662(d)(2)(C)(iii)” and inserting ‘‘section
1274(b)(3)(C)™.

(2) Paragraph (3) of section 1274(b) is
amended—

(A) by striking ‘““(as defined in section
6662(d)(2)(C)(iii))”” in subparagraph (B)(i), and

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

“(C) TAX SHELTER.—For purposes of sub-
paragraph (B), the term ‘tax shelter’ means—

‘(i) a partnership or other entity,

“(if) any investment plan or arrangement,
or

“(iif) any other plan or arrangement,
if a significant purpose of such partnership,
entity, plan, or arrangement is the avoid-
ance or evasion of Federal income tax.”.

(3) Section 6662(d) is amended—

(A) by striking subparagraphs (C) and (D)
of paragraph (2), and

(B) by adding at the end the following:

““(3) SECRETARIAL LIST.—For purposes of
this subsection, section 6664(d)(2), and sec-
tion 6694(a)(1), the Secretary may prescribe a
list of positions for which the Secretary be-
lieves there is not substantial authority or
there is no reasonable belief that the tax
treatment is more likely than not the proper
tax treatment. Such list (and any revisions
thereof) shall be published in the Federal
Register or the Internal Revenue Bulletin.”.

(4) Section 6664(c)(1) is amended by strik-
ing ““this part’” and inserting ‘‘section 6662 or
6663".

(5) Subsection (b) of section 7525 is amend-
ed by striking ‘‘section 6662(d)(2)(C)(iii)”’ and
inserting ‘‘section 1274(b)(3)(C)"".

(6)(A) The heading for section 6662 is
amended to read as follows:

“SEC. 6662. IMPOSITION OF ACCURACY-RELATED
PENALTY ON UNDERPAYMENTS.”.

(B) The table of sections for part Il of sub-
chapter A of chapter 68 is amended by strik-
ing the item relating to section 6662 and in-
serting the following new items:

‘“Sec. 6662. Imposition of accuracy-related

penalty on underpayments.

““Sec. 6662A. Imposition of accuracy-related
penalty on understatements
with respect to reportable
transactions.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.
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SEC. 803. TAX SHELTER EXCEPTION TO CON-
FIDENTIALITY PRIVILEGES RELAT-
ING TO TAXPAYER COMMUNICA-
TIONS.

(a) IN GENERAL.—Section 7525(b) (relating
to section not to apply to communications
regarding corporate tax shelters) is amended
to read as follows:

““(b) SECTION NOT To APPLY TO COMMUNICA-
TIONS REGARDING TAX SHELTERS.—The privi-
lege under subsection (a) shall not apply to
any written communication which is—

““(1) between a federally authorized tax
practitioner and—

““(A) any person,

““(B) any director, officer, employee, agent,
or representative of the person, or

““(C) any other person holding a capital or
profits interest in the person, and

““(2) in connection with the promotion of
the direct or indirect participation of the
person in any tax shelter (as defined in sec-
tion 1274(b)(3)(C)).”".

(b) EFFeCTIVE DATE.—The amendment
made by this section shall apply to commu-
nications made on or after the date of the
enactment of this Act.

SEC. 804. DISCLOSURE OF REPORTABLE TRANS-
ACTIONS.

(a) IN GENERAL.—Section 6111 (relating to
registration of tax shelters) is amended to
read as follows:

“SEC. 6111. DISCLOSURE OF REPORTABLE TRANS-
ACTIONS.

‘“(@) IN GENERAL.—Each material advisor
with respect to any reportable transaction
shall make a return (in such form as the Sec-
retary may prescribe) setting forth—

““(1) information identifying and describing
the transaction,

““(2) information describing any potential
tax benefits expected to result from the
transaction, and

““(3) such other information as the Sec-
retary may prescribe.

Such return shall be filed not later than the
date specified by the Secretary.

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

‘(1) MATERIAL ADVISOR.—

“(A) IN GENERAL.—The term ‘material ad-
visor’ means any person—

‘(i) who provides any material aid, assist-
ance, or advice with respect to organizing,
promoting, selling, implementing, or car-
rying out any reportable transaction, and

“(ii) who directly or indirectly derives
gross income in excess of the threshold
amount for such aid, assistance, or advice.

““(B) THRESHOLD AMOUNT.—For purposes of
subparagraph (A), the threshold amount is—

‘(i) $50,000 in the case of a reportable
transaction substantially all of the tax bene-
fits from which are provided to natural per-
sons, and

““(ii) $250,000 in any other case.

‘“(2) REPORTABLE TRANSACTION.—The term
‘reportable transaction’ has the meaning
given to such term by section 6707A(c).

‘“(c) REGULATIONS.—The Secretary may
prescribe regulations which provide—

““(1) that only 1 person shall be required to
meet the requirements of subsection (a) in
cases in which 2 or more persons would oth-
erwise be required to meet such require-
ments,

““(2) exemptions from the requirements of
this section, and

““(3) such rules as may be necessary or ap-
propriate to carry out the purposes of this
section.”.

(b) CONFORMING AMENDMENTS.—

(1) The item relating to section 6111 in the
table of sections for subchapter B of chapter
61 is amended to read as follows:

““Sec. 6111. Disclosure of reportable trans-
actions.”.
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(2)(A) So much of section 6112 as precedes
subsection (c) thereof is amended to read as
follows:

“SEC. 6112. MATERIAL ADVISORS OF REPORT-
ABLE TRANSACTIONS MUST KEEP
LISTS OF ADVISEES.

“(@) IN GENERAL.—Each material advisor
(as defined in section 6111) with respect to
any reportable transaction (as defined in sec-
tion 6707A(c)) shall maintain, in such manner
as the Secretary may by regulations pre-
scribe, a list—

““(1) identifying each person with respect to
whom such advisor acted as such a material
advisor with respect to such transaction, and

““(2) containing such other information as
the Secretary may by regulations require.
This section shall apply without regard to
whether a material advisor is required to file
a return under section 6111 with respect to
such transaction.”.

(B) Section 6112 is amended by redesig-
nating subsection (c) as subsection (b).

(C) Section 6112(b), as redesignated by sub-
paragraph (B), is amended—

(i) by inserting ‘“‘written’’ before ‘“‘request’’
in paragraph (1)(A), and

(i) by striking ‘“‘shall prescribe’ in para-
graph (2) and inserting ‘““may prescribe”.

(D) The item relating to section 6112 in the
table of sections for subchapter B of chapter
61 is amended to read as follows:

““Sec. 6112. Material advisors of reportable
transactions must keep lists of
advisees.”.

(3)(A) The heading for section 6708 is
amended to read as follows:
“SEC. 6708. FAILURE TO MAINTAIN LISTS OF
ADVISEES WITH RESPECT TO RE-
PORTABLE TRANSACTIONS.”.
(B) The item relating to section 6708 in the
table of sections for part | of subchapter B of
chapter 68 is amended to read as follows:

6708. Failure to maintain lists of
advisees with respect to report-

able transactions.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions with respect to which material aid,
assistance, or advice referred to in section
6111(b)(1)(A)(i) of the Internal Revenue Code
of 1986 (as added by this section) is provided
after the date of the enactment of this Act.
SEC. 805. MODIFICATIONS TO PENALTY FOR FAIL-

URE TO REGISTER TAX SHELTERS.

(a) IN GENERAL.—Section 6707 (relating to
failure to furnish information regarding tax
shelters) is amended to read as follows:

“SEC. 6707. FAILURE TO FURNISH INFORMATION
REGARDING REPORTABLE TRANS-
ACTIONS.

“(a) IN GENERAL.—If a person who is re-
quired to file a return under section 6111(a)
with respect to any reportable transaction—

“(1) fails to file such return on or before
the date prescribed therefor, or

““(2) files false or incomplete information
with the Secretary with respect to such
transaction,
such person shall pay a penalty with respect
to such return in the amount determined
under subsection (b).

“‘(b) AMOUNT OF PENALTY.—

“(1) IN GENERAL.—Except as provided in
paragraph (2), the penalty imposed under
subsection (a) with respect to any failure
shall be $50,000.

“(2) LISTED TRANSACTIONS.—The penalty
imposed under subsection (a) with respect to
any listed transaction shall be an amount
equal to the greater of—

““(A) $200,000, or

““(B) 50 percent of the gross income derived
by such person with respect to aid, assist-
ance, or advice which is provided with re-
spect to the listed transaction before the

““Sec.
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date the return including the transaction is
filed under section 6111.

Subparagraph (B) shall be applied by sub-
stituting ‘75 percent’ for ‘50 percent’ in the
case of an intentional failure or act de-
scribed in subsection (a).

‘() RESCISSION AUTHORITY.—The provi-
sions of section 6707A(d) (relating to author-
ity of Commissioner to rescind penalty) shall
apply to any penalty imposed under this sec-
tion.

‘“(d) REPORTABLE AND LISTED TRANS-
ACTIONS.—The terms ‘reportable transaction’
and ‘listed transaction’ have the respective
meanings given to such terms by section
6707A(c).”.

(b) CLERICAL AMENDMENT.—The item relat-
ing to section 6707 in the table of sections for
part | of subchapter B of chapter 68 is
amended by striking ‘‘tax shelters’” and in-
serting ‘“‘reportable transactions’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to returns
the due date for which is after the date of
the enactment of this Act.

SEC. 806. MODIFICATION OF PENALTY FOR FAIL-
URE TO MAINTAIN LISTS OF INVES-
TORS.

(a) IN GENERAL.—Subsection (a) of section
6708 is amended to read as follows:

““(a) IMPOSITION OF PENALTY.—

“(1) IN GENERAL.—If any person who is re-
quired to maintain a list under section
6112(a) fails to make such list available upon
written request to the Secretary in accord-
ance with section 6112(b)(1)(A) within 20 busi-
ness days after the date of the Secretary’s
request, such person shall pay a penalty of
$10,000 for each day of such failure after such
20th day.

““(2) REASONABLE CAUSE EXCEPTION.—NoO
penalty shall be imposed by paragraph (1)
with respect to the failure on any day if such
failure is due to reasonable cause.”.

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

SEC. 807. PENALTY ON PROMOTERS OF TAX
SHELTERS.

(a) PENALTY ON PROMOTING ABUSIVE TAX
SHELTERS.—Section 6700(a) is amended by
adding at the end the following new sen-
tence: ‘““Notwithstanding the first sentence,
if an activity with respect to which a pen-
alty imposed under this subsection involves
a statement described in paragraph (2)(A),
the amount of the penalty shall be equal to
50 percent of the gross income derived (or to
be derived) from such activity by the person
on which the penalty is imposed.”.

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

Subtitle B—Provisions to Discourage
Corporate Expatriation
SEC. 821. TAX TREATMENT OF INVERTED COR-
PORATE ENTITIES.

(a) IN GENERAL.—Subchapter C of chapter
80 (relating to provisions affecting more than
one subtitle) is amended by adding at the
end the following new section:

“SEC. 7874. RULES RELATING TO INVERTED COR-
PORATE ENTITIES.

““(a) INVERTED CORPORATIONS TREATED AS
DOMESTIC CORPORATIONS.—

““(1) IN GENERAL.—If a foreign incorporated
entity is treated as an inverted domestic cor-
poration, then, notwithstanding section
7701(a)(4), such entity shall be treated for
purposes of this title as a domestic corpora-
tion.

““(2) INVERTED DOMESTIC CORPORATION.—For
purposes of this section, a foreign incor-
porated entity shall be treated as an in-
verted domestic corporation if, pursuant to a
plan (or a series of related transactions)—
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“(A) the entity completes after March 20,
2002, the direct or indirect acquisition of sub-
stantially all of the properties held directly
or indirectly by a domestic corporation or
substantially all of the properties consti-
tuting a trade or business of a domestic part-
nership,

‘“(B) after the acquisition at least 80 per-
cent of the stock (by vote or value) of the en-
tity is held—

“(i) in the case of an acquisition with re-
spect to a domestic corporation, by former
shareholders of the domestic corporation by
reason of holding stock in the domestic cor-
poration, or

““(ii) in the case of an acquisition with re-
spect to a domestic partnership, by former
partners of the domestic partnership by rea-
son of holding a capital or profits interest in
the domestic partnership, and

““(C) the expanded affiliated group which
after the acquisition includes the entity does
not have substantial business activities in
the foreign country in which or under the
law of which the entity is created or orga-
nized when compared to the total business
activities of such expanded affiliated group.

Except as provided in regulations, an acqui-
sition of properties of a domestic corporation
shall not be treated as described in subpara-
graph (A) if none of the corporation’s stock
was readily tradeable on an established secu-
rities market at any time during the 4-year
period ending on the date of the acquisition.

““(b) PRESERVATION OF DOMESTIC TAX BASE
IN  CERTAIN INVERSION TRANSACTIONS ToO
WHICH SUBSECTION (&) DOES NOT APPLY.—

““(1) IN GENERAL.—If a foreign incorporated
entity would be treated as an inverted do-
mestic corporation with respect to an ac-
quired entity if either—

“(A) subsection (a)(2)(A) were applied by
substituting ‘after December 31, 1996, and on
or before March 20, 2002’ for ‘after March 20,
2002’ and subsection (a)(2)(B) were applied by
substituting ‘more than 50 percent’ for ‘at
least 80 percent’, or

‘“(B) subsection (a)(2)(B) were applied by
substituting ‘more than 50 percent’ for ‘at
least 80 percent’,

then the rules of subsection (c) shall apply to
any inversion gain of the acquired entity
during the applicable period and the rules of
subsection (d) shall apply to any related
party transaction of the acquired entity dur-
ing the applicable period. This subsection
shall not apply for any taxable year if sub-
section (a) applies to such foreign incor-
porated entity for such taxable year.

““(2) ACQUIRED ENTITY.—For purposes of
this section—

“(A) IN GENERAL.—The term ‘acquired enti-
ty’ means the domestic corporation or part-
nership substantially all of the properties of
which are directly or indirectly acquired in
an acquisition described in subsection
(a)(2)(A) to which this subsection applies.

‘“(B) AGGREGATION RULES.—Any domestic
person bearing a relationship described in
section 267(b) or 707(b) to an acquired entity
shall be treated as an acquired entity with
respect to the acquisition described in sub-
paragraph (A).

““(3) APPLICABLE PERIOD.—For purposes of
this section—

““(A) IN GENERAL.—The term ‘applicable pe-
riod’ means the period—

‘(i) beginning on the first date properties
are acquired as part of the acquisition de-
scribed in subsection (a)(2)(A) to which this
subsection applies, and

““(if) ending on the date which is 10 years
after the last date properties are acquired as
part of such acquisition.

‘“(B) SPECIAL RULE FOR INVERSIONS OCCUR-
RING BEFORE MARCH 21, 2002.—In the case of
any acquired entity to which paragraph
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(1)(A) applies, the applicable period shall be
the 10-year period beginning on January 1,
2003.

““(c) TAX ON INVERSION GAINS MAY NOT BE
OFFSeT.—If subsection (b) applies—

““(1) IN GENERAL.—The taxable income of an
acquired entity (or any expanded affiliated
group which includes such entity) for any
taxable year which includes any portion of
the applicable period shall in no event be
less than the inversion gain of the entity for
the taxable year.

““(2) CREDITS NOT ALLOWED AGAINST TAX ON
INVERSION GAIN.—Credits shall be allowed
against the tax imposed by this chapter on
an acquired entity for any taxable year de-
scribed in paragraph (1) only to the extent
such tax exceeds the product of—

“(A) the amount of the inversion gain for
the taxable year, and

“(B) the highest rate of tax specified in

section 11(b)(1).
For purposes of determining the credit al-
lowed by section 901 inversion gain shall be
treated as from sources within the United
States.

““(3) SPECIAL RULES FOR PARTNERSHIPS.—In
the case of an acquired entity which is a
partnership—

“(A) the limitations of this subsection
shall apply at the partner rather than the
partnership level,

““(B) the inversion gain of any partner for
any taxable year shall be equal to the sum
of—

‘(i) the partner’s distributive share of in-
version gain of the partnership for such tax-
able year, plus

‘(i) income or gain required to be recog-
nized for the taxable year by the partner
under section 367(a), 741, or 1001, or under
any other provision of chapter 1, by reason of
the transfer during the applicable period of
any partnership interest of the partner in
such partnership to the foreign incorporated
entity, and

““(C) the highest rate of tax specified in the
rate schedule applicable to the partner under
chapter 1 shall be substituted for the rate of
tax under paragraph (2)(B).

““(4) INVERSION GAIN.—For purposes of this
section, the term ‘inversion gain’ means any
income or gain required to be recognized
under section 304, 311(b), 367, 1001, or 1248, or
under any other provision of chapter 1, by
reason of the transfer during the applicable
period of stock or other properties by an ac-
quired entity—

““(A) as part of the acquisition described in
subsection (a)(2)(A) to which subsection (b)
applies, or

““(B) after such acquisition to a foreign re-
lated person.

The Secretary may provide that income or
gain from the sale of inventories or other
transactions in the ordinary course of a
trade or business shall not be treated as in-
version gain under subparagraph (B) to the
extent the Secretary determines such treat-
ment would not be inconsistent with the pur-
poses of this section.

‘“(5) COORDINATION WITH SECTION 172 AND
MINIMUM TAX.—Rules similar to the rules of
paragraphs (3) and (4) of section 860E(a) shall
apply for purposes of this section.

““(6) STATUTE OF LIMITATIONS.—

““(A) IN GENERAL.—The statutory period for
the assessment of any deficiency attrib-
utable to the inversion gain of any taxpayer
for any pre-inversion year shall not expire
before the expiration of 3 years from the date
the Secretary is notified by the taxpayer (in
such manner as the Secretary may prescribe)
of the acquisition described in subsection
(a)(2)(A) to which such gain relates and such
deficiency may be assessed before the expira-
tion of such 3-year period notwithstanding
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the provisions of any other law or rule of law
which would otherwise prevent such assess-
ment.

““(B) PRE-INVERSION YEAR.—For purposes of
subparagraph (A), the term ‘pre-inversion
year’ means any taxable year if—

‘(i) any portion of the applicable period is
included in such taxable year, and

““(ii) such year ends before the taxable year
in which the acquisition described in sub-
section (a)(2)(A) is completed.

““(d) SPECIAL RULES APPLICABLE TO RE-
LATED PARTY TRANSACTIONS.—

““(1) ANNUAL APPLICATION FOR AGREEMENTS
ON RETURN POSITIONS.—

“(A) IN GENERAL.—Each acquired entity to
which subsection (b) applies shall file with
the Secretary an application for an approval
agreement under subparagraph (D) for each
taxable year which includes a portion of the
applicable period. Such application shall be
filed at such time and manner, and shall con-
tain such information, as the Secretary may
prescribe.

““(B) SECRETARIAL ACTION.—Within 90 days
of receipt of an application under subpara-
graph (A) (or such longer period as the Sec-
retary and entity may agree upon), the Sec-
retary shall—

“(i) enter into an agreement described in
subparagraph (D) for the taxable year cov-
ered by the application,

“(ii) notify the entity that the Secretary
has determined that the application was
filed in good faith and substantially com-
plies with the requirements for the applica-
tion under subparagraph (A), or

“(iii) notify the entity that the Secretary

has determined that the application was not
filed in good faith or does not substantially
comply with such requirements.
If the Secretary fails to act within the time
prescribed under the preceding sentence, the
entity shall be treated for purposes of this
paragraph as having received notice under
clause (ii).

“(C) FAILURES TO coMPLY.—If an acquired
entity fails to file an application under sub-
paragraph (A), or the acquired entity re-
ceives a notice under subparagraph (B)(iii),
for any taxable year, then for such taxable
year—

‘(i) there shall not be allowed any deduc-
tion, or addition to basis or cost of goods
sold, for amounts paid or incurred, or losses
incurred, by reason of a transaction between
the acquired entity and a foreign related per-
son,

“(ii) any transfer or license of intangible
property (as defined in section 936(h)(3)(B))
between the acquired entity and a foreign re-
lated person shall be disregarded, and

“(iii) any cost-sharing arrangement be-
tween the acquired entity and a foreign re-
lated person shall be disregarded.

‘(D) APPROVAL AGREEMENT.—FoOr purposes
of subparagraph (A), the term ‘approval
agreement’ means a prefiling, advance pric-
ing, or other agreement specified by the Sec-
retary which contains such provisions as the
Secretary determines necessary to ensure
that the requirements of sections 163(j),
267(a)(3), 482, and 845, and any other provision
of this title applicable to transactions be-
tween related persons and specified by the
Secretary, are met.

“(E) TAX COURT REVIEW.—

““(i) IN GENERAL.—The Tax Court shall have
jurisdiction over any action brought by an
acquired entity receiving a notice under sub-
paragraph (B)(iii) to determine whether the
issuance of the notice was an abuse of discre-
tion, but only if the action is brought within
30 days after the date of the mailing (deter-
mined under rules similar to section 6213) of
the notice.

““(if) COURT ACTION.—The Tax Court shall
issue its decision within 30 days after the fil-
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ing of the action under clause (i) and may
order the Secretary to issue a notice de-
scribed in subparagraph (B)(ii).

“(iii) REVIEW.—AnN order of the Tax Court
under this subparagraph shall be reviewable
in the same manner as any other decision of
the Tax Court.

“(2) MODIFICATIONS OF LIMITATION ON INTER-
EST DEDUCTION.—INn the case of an acquired
entity to which subsection (b) applies, sec-
tion 163(j) shall be applied—

“(A) without regard to paragraph (2)(A)(ii)
thereof, and

““(B) by substituting ‘25 percent’ for ‘50 per-
cent’ each place it appears in paragraph
(2)(B) thereof.

‘“(e) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

““(1) RULES FOR APPLICATION OF SUBSECTION
(@)(2.—In applying subsection (a)(2) for pur-
poses of subsections (a) and (b), the following
rules shall apply:

““(A) CERTAIN STOCK DISREGARDED.—There
shall not be taken into account in deter-
mining ownership for purposes of subsection
@@ (B)—

(i) stock held by members of the expanded
affiliated group which includes the foreign
incorporated entity, or

““(ii) stock of such entity which is sold in
a public offering or private placement re-
lated to the acquisition described in sub-
section (a)(2)(A).

‘“(B) PLAN DEEMED IN CERTAIN CASES.—If a
foreign incorporated entity acquires directly
or indirectly substantially all of the prop-
erties of a domestic corporation or partner-
ship during the 4-year period beginning on
the date which is 2 years before the owner-
ship requirements of subsection (a)(2)(B) are
met with respect to such domestic corpora-
tion or partnership, such actions shall be
treated as pursuant to a plan.

““(C) CERTAIN TRANSFERS DISREGARDED.—
The transfer of properties or liabilities (in-
cluding by contribution or distribution) shall
be disregarded if such transfers are part of a
plan a principal purpose of which is to avoid
the purposes of this section.

‘(D) SPECIAL RULE FOR RELATED PARTNER-
SHIPS.—For purposes of applying subsection
(a)(2) to the acquisition of a domestic part-
nership, except as provided in regulations,
all partnerships which are under common
control (within the meaning of section 482)
shall be treated as 1 partnership.

“(E) TREATMENT OF CERTAIN RIGHTS.—The
Secretary shall prescribe such regulations as
may be necessary—

‘(i) to treat warrants, options, contracts
to acquire stock, convertible debt instru-
ments, and other similar interests as stock,
and

‘(i) to treat stock as not stock.

‘“(2) EXPANDED AFFILIATED GROUP.—The
term ‘expanded affiliated group’ means an
affiliated group as defined in section 1504(a)
but without regard to section 1504(b)(3), ex-
cept that section 1504(a) shall be applied by
substituting ‘more than 50 percent’ for ‘at
least 80 percent’ each place it appears.

‘“(3) FOREIGN INCORPORATED ENTITY.—The
term ‘foreign incorporated entity’ means any
entity which is, or but for subsection (a)(1)
would be, treated as a foreign corporation for
purposes of this title.

‘“(4) FOREIGN RELATED PERSON.—The term
‘foreign related person’ means, with respect
to any acquired entity, a foreign person
which—

““(A) bears a relationship to such entity de-
scribed in section 267(b) or 707(b), or

‘“(B) is under the same common control
(within the meaning of section 482) as such
entity.

““(5) SUBSEQUENT ACQUISITIONS BY UNRE-
LATED DOMESTIC CORPORATIONS.—
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“(A) IN GENERAL.—Subject to such condi-
tions, limitations, and exceptions as the Sec-
retary may prescribe, if, after an acquisition
described in subsection (a)(2)(A) to which
subsection (b) applies, a domestic corpora-
tion stock of which is traded on an estab-
lished securities market acquires directly or
indirectly any properties of one or more ac-
quired entities in a transaction with respect
to which the requirements of subparagraph
(B) are met, this section shall cease to apply
to any such acquired entity with respect to
which such requirements are met.

““(B) REQUIREMENTS.—The requirements of
the subparagraph are met with respect to a
transaction involving any acquisition de-
scribed in subparagraph (A) if—

‘(i) before such transaction the domestic
corporation did not have a relationship de-
scribed in section 267(b) or 707(b), and was
not under common control (within the mean-
ing of section 482), with the acquired entity,
or any member of an expanded affiliated
group including such entity, and

““(ii) after such transaction, such acquired
entity—

“(1) is a member of the same expanded af-
filiated group which includes the domestic
corporation or has such a relationship or is
under such common control with any mem-
ber of such group, and

“(11) is not a member of, and does not have
such a relationship and is not under such
common control with any member of, the ex-
panded affiliated group which before such ac-
quisition included such entity.

“(f) REGULATIONS.—The Secretary shall
provide such regulations as are necessary to
carry out this section, including regulations
providing for such adjustments to the appli-
cation of this section as are necessary to pre-
vent the avoidance of the purposes of this
section, including the avoidance of such pur-
poses through—

“(1) the use of related persons, pass-
through or other noncorporate entities, or
other intermediaries, or

““(2) transactions designed to have persons
cease to be (or not become) members of ex-
panded affiliated groups or related persons.”.

(b) TREATMENT OF AGREEMENTS.—

(1) CONFIDENTIALITY.—

(A) TREATMENT AS RETURN INFORMATION.—
Section 6103(b)(2) (relating to return infor-
mation) is amended by striking “and’’ at the
end of subparagraph (C), by inserting ‘“‘and”
at the end of subparagraph (D), and by in-
serting after subparagraph (D) the following
new subparagraph:

“(E) any approval agreement under section
7874(d)(1) to which any preceding subpara-
graph does not apply and any background in-
formation related to the agreement or any
application for the agreement,””.

(B) EXCEPTION FROM PUBLIC INSPECTION AS
WRITTEN DETERMINATION.—Section
6110(b)(1)(B) is amended by striking ‘‘or (D)”’
and inserting ““, (D), or (E)"".

(2) REPORTING.—The Secretary of the
Treasury shall include with any report on
advance pricing agreements required to be
submitted after the date of the enactment of
this Act under section 521(b) of the Ticket to
Work and Work Incentives Improvement Act
of 1999 (Public Law 106-170) a report regard-
ing approval agreements under section
7874(d)(1) of the Internal Revenue Code of
1986. Such report shall include information
similar to the information required with re-
spect to advance pricing agreements and
shall be treated for confidentiality purposes
in the same manner as the reports on ad-
vance pricing agreements are treated under
section 521(b)(3) of such Act.

(c) INFORMATION REPORTING.—The Sec-
retary of the Treasury shall exercise the Sec-
retary’s authority under the Internal Rev-
enue Code of 1986 to require entities involved
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in transactions to which section 7874 of such
Code (as added by subsection (a)) applies to
report to the Secretary, shareholders, part-
ners, and such other persons as the Secretary
may prescribe such information as is nec-
essary to ensure the proper tax treatment of
such transactions.

(d) CONFORMING AMENDMENT.—The table of
sections for subchapter C of chapter 80 is
amended by adding at the end the following
new item:

““Sec. 7874. Rules relating to inverted cor-
porate entities.”.

(e) TRANSITION RULE FOR CERTAIN REGU-
LATED INVESTMENT COMPANIES AND UNIT IN-
VESTMENT TRUSTS.—Notwithstanding section
7874 of the Internal Revenue Code of 1986 (as
added by subsection (a)), a regulated invest-
ment company, or other pooled fund or trust
specified by the Secretary of the Treasury,
may elect to recognize gain by reason of sec-
tion 367(a) of such Code with respect to a
transaction under which a foreign incor-
porated entity is treated as an inverted do-
mestic corporation under section 7874(a) of
such Code by reason of an acquisition com-
pleted after March 20, 2002, and before Janu-
ary 1, 2004.

SEC. 822. EXCISE TAX ON STOCK COMPENSATION
OF INSIDERS IN INVERTED COR-
PORATIONS.

(a) IN GENERAL.—Subtitle D is amended by
adding at the end the following new chapter:
“CHAPTER 48—STOCK COMPENSATION OF

INSIDERS IN INVERTED CORPORATIONS

““‘Sec. 5000A. Stock compensation of insiders
in inverted corporations enti-
ties.

“SEC. 5000A. STOCK COMPENSATION OF INSIDERS

IN INVERTED CORPORATIONS.

““(a) IMPOSITION OF TAX.—In the case of an
individual who is a disqualified individual
with respect to any inverted corporation,
there is hereby imposed on such person a tax
equal to 20 percent of the value (determined
under subsection (b)) of the specified stock
compensation held (directly or indirectly) by
or for the benefit of such individual or a
member of such individual’s family (as de-
fined in section 267) at any time during the
12-month period beginning on the date which
is 6 months before the inversion date.

“(b) VALUE.—For purposes of subsection
(@—

“(1) IN GENERAL.—The value of specified
stock compensation shall be—

“(A) in the case of a stock option (or other
similar right) or any stock appreciation
right, the fair value of such option or right,
and

“(B) in any other case, the fair market
value of such compensation.

‘“(2) DATE FOR DETERMINING VALUE.—The
determination of value shall be made—

“(A) in the case of specified stock com-
pensation held on the inversion date, on such
date,

“(B) in the case of such compensation
which is canceled during the 6 months before
the inversion date, on the day before such
cancellation, and

“(C) in the case of such compensation
which is granted after the inversion date, on
the date such compensation is granted.

“(c) TAX To APPLY ONLY IF SHAREHOLDER
GAIN RECOGNIZED.—Subsection (a) shall
apply to any disqualified individual with re-
spect to an inverted corporation only if gain
(if any) on any stock in such corporation is
recognized in whole or part by any share-
holder by reason of the acquisition referred
to in section 7874(a)(2)(A) (determined by
substituting ‘July 10, 2002’ for ‘March 20,
2002") with respect to such corporation.

““(d) EXCEPTION WHERE GAIN RECOGNIZED ON
COMPENSATION.—Subsection (a) shall not
apply to—
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(1) any stock option which is exercised on
the inversion date or during the 6-month pe-
riod before such date and to the stock ac-
quired in such exercise, and

““(2) any specified stock compensation
which is sold, exchanged, or distributed dur-
ing such period in a transaction in which
gain or loss is recognized in full.

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

““(1) DISQUALIFIED INDIVIDUAL.—The term
‘disqualified individual’ means, with respect
to a corporation, any individual who, at any
time during the 12-month period beginning
on the date which is 6 months before the in-
version date—

“(A) is subject to the requirements of sec-
tion 16(a) of the Securities Exchange Act of
1934 with respect to such corporation or any
member of the expanded affiliated group
which includes such corporation, or

““(B) would be subject to such requirements
if such corporation or member were an issuer
of equity securities referred to in such sec-
tion.

“(2) INVERTED CORPORATION; INVERSION
DATE.—
““(A) INVERTED CORPORATION.—The term

‘inverted corporation’ means any corpora-
tion to which subsection (a) or (b) of section
7874 applies determined—

“(i) by substituting ‘July 10, 2002’ for
‘March 20, 2002’ in section 7874(a)(2)(A), and

““(iif) without regard to subsection (b)(1)(A).
Such term includes any predecessor or suc-
cessor of such a corporation.

““(B) INVERSION DATE.—The term ‘inversion
date’ means, with respect to a corporation,
the date on which the corporation first be-
comes an inverted corporation.

““(3) SPECIFIED STOCK COMPENSATION.—

“(A) IN GENERAL.—The term ‘specified
stock compensation’ means payment (or
right to payment) granted by the inverted
corporation (or by any member of the ex-
panded affiliated group which includes such
corporation) to any person in connection
with the performance of services by a dis-
qualified individual for such corporation or
member if the value of such payment or
right is based on (or determined by reference
to) the value (or change in value) of stock in
such corporation (or any such member).

““(B) EXCEPTIONS.—Such term shall not in-
clude—

“(i) any option to which part Il of sub-
chapter D of chapter 1 applies, or

“(if) any payment or right to payment
from a plan referred to in section 280G(b)(6).

‘“(4) EXPANDED AFFILIATED GROUP.—The
term ‘expanded affiliated group’ means an
affiliated group (as defined in section 1504(a)
without regard to section 1504(b)(3)); except
that section 1504(a) shall be applied by sub-
stituting ‘more than 50 percent’ for ‘at least
80 percent’ each place it appears.

““(f) SPECIAL RULES.—For purposes of this
section—

““(1) CANCELLATION OF RESTRICTION.—The
cancellation of a restriction which by its
terms will never lapse shall be treated as a
grant.

““(2) PAYMENT OR REIMBURSEMENT OF TAX BY
CORPORATION TREATED AS SPECIFIED STOCK
COMPENSATION.—ANy payment of the tax im-
posed by this section directly or indirectly
by the inverted corporation or by any mem-
ber of the expanded affiliated group which
includes such corporation—

“(A) shall be treated as specified stock
compensation, and

“(B) shall not be allowed as a deduction
under any provision of chapter 1.

““(3) CERTAIN RESTRICTIONS IGNORED.—
Whether there is specified stock compensa-
tion, and the value thereof, shall be deter-
mined without regard to any restriction
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other than a restriction which by its terms
will never lapse.

““(4) PROPERTY TRANSFERS.—AnNYy transfer of
property shall be treated as a payment and
any right to a transfer of property shall be
treated as a right to a payment.

““(5) OTHER ADMINISTRATIVE PROVISIONS.—
For purposes of subtitle F, any tax imposed
by this section shall be treated as a tax im-
posed by subtitle A.

““(9) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.”.

(b) DENIAL OF DEDUCTION.—

(1) IN GENERAL.—Paragraph (6) of section
275(a) is amended by inserting ‘48, after
46,

(2) $1,000,000 LIMIT ON DEDUCTIBLE COMPENSA-
TION REDUCED BY PAYMENT OF EXCISE TAX ON
SPECIFIED STOCK COMPENSATION.—Paragraph
(4) of section 162(m) is amended by adding at
the end the following new subparagraph:

““(G) COORDINATION WITH EXCISE TAX ON
SPECIFIED STOCK COMPENSATION.—The dollar
limitation contained in paragraph (1) with
respect to any covered employee shall be re-
duced (but not below zero) by the amount of
any payment (with respect to such em-
ployee) of the tax imposed by section 5000A
directly or indirectly by the inverted cor-
poration (as defined in such section) or by
any member of the expanded affiliated group
(as defined in such section) which includes
such corporation.”.

(c) CONFORMING AMENDMENTS.—

(1) The last sentence of section 3121(v)(2)(A)
is amended by inserting before the period “‘or
to any specified stock compensation (as de-
fined in section 5000A) on which tax is im-
posed by section 5000A".

(2) The table of chapters for subtitle D is
amended by adding at the end the following
new item:

““Chapter 48. Stock compensation of insiders
in inverted corporations.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
July 11, 2002; except that periods before such
date shall not be taken into account in ap-
plying the periods in subsections (a) and
(e)(1) of section 5000A of the Internal Rev-
enue Code of 1986, as added by this section.
SEC. 823. REINSURANCE OF UNITED STATES

RISKS IN FOREIGN JURISDICTIONS.

(a) IN GENERAL.—Section 845(a) (relating to
allocation in case of reinsurance agreement
involving tax avoidance or evasion) is
amended by striking ‘“‘source and character”
and inserting ‘‘amount, source, or char-
acter”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to any risk
reinsured after April 11, 2002.

Subtitle C—Other Revenue Provisions
SEC. 831. EXTENSION OF INTERNAL REVENUE
SERVICE USER FEES.

(a) IN GENERAL.—Chapter 77 (relating to
miscellaneous provisions) is amended by add-
ing at the end the following new section:
“SEC. 7528. INTERNAL REVENUE SERVICE USER

FEES.

““(a) GENERAL RULE.—The Secretary shall
establish a program requiring the payment
of user fees for—

““(1) requests to the Internal Revenue Serv-
ice for ruling letters, opinion letters, and de-
termination letters, and

““(2) other similar requests.

““(b) PROGRAM CRITERIA.—

“(1) IN GENERAL.—The fees charged under
the program required by subsection (a)—

“(A) shall vary according to categories (or
subcategories) established by the Secretary,

““(B) shall be determined after taking into
account the average time for (and difficulty
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of) complying with requests in each category
(and subcategory), and

““(C) shall be payable in advance.

““(2) EXEMPTIONS, ETC.—

““(A) IN GENERAL.—The Secretary shall pro-
vide for such exemptions (and reduced fees)
under such program as the Secretary deter-
mines to be appropriate.

““(B) EXEMPTION FOR CERTAIN REQUESTS RE-
GARDING PENSION PLANS.—The Secretary
shall not require payment of user fees under
such program for requests for determination
letters with respect to the qualified status of
a pension benefit plan maintained solely by
1 or more eligible employers or any trust
which is part of the plan. The preceding sen-
tence shall not apply to any request—

““(i) made after the later of—

“(1) the fifth plan year the pension benefit
plan is in existence, or

“(I1) the end of any remedial amendment
period with respect to the plan beginning
within the first 5 plan years, or

““(i1) made by the sponsor of any prototype
or similar plan which the sponsor intends to
market to participating employers.

““(C) DEFINITIONS AND SPECIAL RULES.—For
purposes of subparagraph (B)—

“(i) PENSION BENEFIT PLAN.—The term
‘pension benefit plan’” means a pension, prof-
it-sharing, stock bonus, annuity, or em-
ployee stock ownership plan.

““(ii) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means an eligible employer (as
defined in section 408(p)(2)(C)(i)(1)) which has
at least 1 employee who is not a highly com-
pensated employee (as defined in section
414(g)) and is participating in the plan. The
determination of whether an employer is an
eligible employer under subparagraph (B)
shall be made as of the date of the request
described in such subparagraph.

“(iif) DETERMINATION OF AVERAGE FEES
CHARGED.—For purposes of any determina-
tion of average fees charged, any request to
which subparagraph (B) applies shall not be
taken into account.

““(3) AVERAGE FEE REQUIREMENT.—The aver-
age fee charged under the program required
by subsection (a) shall not be less than the
amount determined under the following
table:

Average

“Category fee
Employee plan ruling and opinion ..  $250
Exempt organization ruling ........... $350
Employee plan determination ........ $300
Exempt organization determina-  $275

tion.

Chief counsel ruling ............cc.......... $200.

“‘(c) TERMINATION.—No fee shall be imposed
under this section with respect to requests
made after September 30, 2013."".

(b) CONFORMING AMENDMENTS.—

(1) The table of sections for chapter 77 is
amended by adding at the end the following
new item:

‘“Sec. 7528. Internal Revenue Service user
fees.”.
(2) Section 10511 of the Revenue Act of 1987
is repealed.

(3) Section 620 of the Economic Growth and
Tax Relief Reconciliation Act of 2001 is re-
pealed.

(c) LIMITATIONS.—Notwithstanding any
other provision of law, any fees collected
pursuant to section 7528 of the Internal Rev-
enue Code of 1986, as added by subsection (a),
shall not be expended by the Internal Rev-
enue Service unless provided by an appro-
priations Act.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to requests
made after the date of the enactment of this
Act.
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SEC. 832. ADDITION OF VACCINES AGAINST HEPA-
TITIS A TO LIST OF TAXABLE VAC-
CINES.

(a) IN GENERAL.—Section 4132(a)(1) (defin-
ing taxable vaccine) is amended by redesig-
nating subparagraphs (1), (J3), (K), and (L) as
subparagraphs (J), (K), (L), and (M), respec-
tively, and by inserting after subparagraph
(H) the following new subparagraph:

“(1) Any vaccine against hepatitis A.”".

(b) CONFORMING  AMENDMENT.—Section
9510(c)(1)(A) is amended by striking ‘‘October
18, 2000”” and inserting “April 2, 2003".

(c) EFFECTIVE DATE.—

(1) SALES, ETC.—The amendments made by
this section shall apply to sales and uses on
or after the first day of the first month
which begins more than 4 weeks after the
date of the enactment of this Act.

(2) DELIVERIES.—For purposes of paragraph
(1) and section 4131 of the Internal Revenue
Code of 1986, in the case of sales on or before
the effective date described in such para-
graph for which delivery is made after such
date, the delivery date shall be considered
the sale date.

SEC. 843. INDIVIDUAL EXPATRIATION TO AVOID
TAX.

(a) EXPATRIATION TO AVOID TAX.—

(1) IN GENERAL.—Subsection (a) of section
877 (relating to treatment of expatriates) is
amended to read as follows:

‘“(a) TREATMENT OF EXPATRIATES.—

“(1) IN GENERAL.—Every nonresident alien
individual to whom this section applies and
who, within the 10-year period immediately
preceding the close of the taxable year, lost
United States citizenship shall be taxable for
such taxable year in the manner provided in
subsection (b) if the tax imposed pursuant to
such subsection (after any reduction in such
tax under the last sentence of such sub-
section) exceeds the tax which, without re-
gard to this section, is imposed pursuant to
section 871.

““(2) INDIVIDUALS SUBJECT TO THIS SEC-
TION.—This section shall apply to any indi-
vidual if—

““(A) the average annual net income tax (as
defined in section 38(c)(1)) of such individual
for the period of 5 taxable years ending be-
fore the date of the loss of United States
citizenship is greater than $122,000,

‘“(B) the net worth of the individual as of
such date is $2,000,000 or more, or

““(C) such individual fails to certify under

penalty of perjury that he has met the re-
quirements of this title for the 5 preceding
taxable years or fails to submit such evi-
dence of such compliance as the Secretary
may require.
In the case of the loss of United States citi-
zenship in any calendar year after 2003, such
$122,000 amount shall be increased by an
amount equal to such dollar amount multi-
plied by the cost-of-living adjustment deter-
mined under section 1(f)(3) for such calendar
year by substituting ‘2002’ for ‘1992’ in sub-
paragraph (B) thereof. Any increase under
the preceding sentence shall be rounded to
the nearest multiple of $1,000.”.

(2) REVISION OF EXCEPTIONS FROM ALTER-
NATIVE TAX.—Subsection (c) of section 877
(relating to tax avoidance not presumed in
certain cases) is amended to read as follows:

““(c) EXCEPTIONS.—

““(1) IN GENERAL.—Subparagraphs (A) and
(B) of subsection (a)(2) shall not apply to an
individual described in paragraph (2) or (3).

““(2) DUAL CITIZENS.—

“(A) IN GENERAL.—AnN individual
scribed in this paragraph if—

‘(i) the individual became at birth a cit-
izen of the United States and a citizen of an-
other country and continues to be a citizen
of such other country, and

““(ii) the individual has had no substantial
contacts with the United States.
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“(B) SUBSTANTIAL CONTACTS.—AN indi-
vidual shall be treated as having no substan-
tial contacts with the United States only if
the individual—

“(i) was never a resident of the United
States (as defined in section 7701(b)),

“(ii) has never held a United States pass-
port, and

“(iii) was not present in the United States
for more than 30 days during any calendar
year which is 1 of the 10 calendar years pre-
ceding the individual’s loss of United States
citizenship.

““(3) CERTAIN MINORS.—AnN individual is de-
scribed in this paragraph if—

“(A) the individual became at birth a cit-
izen of the United States,

““(B) neither parent of such individual was
a citizen of the United States at the time of
such birth,

““(C) the individual’s loss of United States
citizenship occurs before such individual at-
tains age 18%2, and

‘(D) the individual was not present in the
United States for more than 30 days during
any calendar year which is 1 of the 10 cal-
endar years preceding the individual’s loss of
United States citizenship.”.

®3) CONFORMING AMENDMENT.—Section
2107(a) is amended to read as follows:

‘““(a) TREATMENT OF EXPATRIATES.—A tax
computed in accordance with the table con-
tained in section 2001 is hereby imposed on
the transfer of the taxable estate, deter-
mined as provided in section 2106, of every
decedent nonresident not a citizen of the
United States if the date of death occurs dur-
ing a taxable year with respect to which the
decedent is subject to tax under section
877(b).”.

(b) SPECIAL RULES FOR DETERMINING WHEN
AN INDIVIDUAL IS NO LONGER A UNITED STATES
CITIZEN OR LONG-TERM RESIDENT.—Section
7701 (relating to definitions) is amended by
redesignating subsection (n) as subsection
(o) and by inserting after subsection (m) the
following new subsection:

““(n) SPECIAL RULES FOR DETERMINING
WHEN AN INDIVIDUAL IS NO LONGER A UNITED
STATES CITIZEN OR LONG-TERM RESIDENT.—
An individual who would not (but for this
subsection) be treated as a citizen or resi-
dent of the United States shall continue to
be treated as a citizen or resident of the
United States until such individual—

““(1) gives notice of an expatriating act or
termination of residency (with the requisite
intent to relinquish citizenship or terminate
residency) to the Secretary of State or the
Secretary of Homeland Security, and

“(2) provides a statement in accordance
with section 6039G.”".

(c) PHYSICAL PRESENCE IN THE UNITED
STATES FOR MORE THAN 30 DAYs.—Section
877 (relating to expatriation to avoid tax) is
amended by adding at the end the following
new subsection:

““(g) PHYsSICAL PRESENCE.—This section
shall not apply to any individual for any tax-
able year during the 10-year period referred
to in subsection (a) in which such individual
is present (within the meaning of section
7701(b)(7) without regard to subparagraphs
(B), (C), and (D) thereof) in the United States
for more than 30 days in the calendar year
ending in such taxable year, and such indi-
vidual shall be treated for purposes of this
title as a citizen or resident of the United
States for such taxable year.”.

(d) TRANSFERS SUBJECT TO GIFT TAX.—Sub-
section (a) of section 2501 (relating to taxable
transfers) is amended by adding at the end
the following:

““(6) TRANSFERS OF CERTAIN STOCK.—

“(A) IN GENERAL.—Paragraph (3) shall not
apply to the transfer of stock described in
subparagraph (B) by any individual to whom
section 877(b) applies, and section 2511(a)
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shall be applied without regard to whether
such stock is property which is situated
within the United States.

““(B) VALUATION.—For purposes of subpara-
graph (A), the value of stock shall be deter-
mined as provided in section 2103, except
that—

“(i) if the donor owned (within the mean-
ing of section 958(a)) at the time of such
transfer 10 percent or more of the total com-
bined voting power of all classes of stock en-
titled to vote of a foreign corporation, and

““(ii) if such donor owned (within the mean-
ing of section 958(a)), or is considered to have
owned (by applying the ownership rules of
section 958(b)), at the time of such transfer,
more than 50 percent of—

“(1) the total combined voting power of all
classes of stock entitled to vote of such cor-
poration, or

“(I1) the total value of the stock of such
corporation,

then the portion of the fair market value of
the stock of such foreign corporation trans-
ferred by such donor which is included for
purposes of subparagraph (A) shall be the
amount which bears the same ratio to such
value as the fair market value of any assets
owned by such foreign corporation and situ-
ated in the United States at the time of such
transfer bears to the total fair market value
of all assets owned by such foreign corpora-
tion at such time. For purposes of the pre-
ceding sentence, a donor shall be treated as
owning stock of a foreign corporation at the
time of such transfer if, at such time, by
trust or otherwise, within the meaning of
sections 2035 to 2038, inclusive, he owned
such stock.”.

(e) ENHANCED INFORMATION REPORTING
FROM INDIVIDUALS LOSING UNITED STATES
CITIZENSHIP.—

(1) IN GENERAL.—Subsection (a) of section
6039G is amended to read as follows:

“(a) IN GENERAL.—Notwithstanding any
other provision of law, any individual to
whom section 877(b) applies for any taxable
year shall provide a statement for such tax-
able year which includes the information de-
scribed in subsection (b).”".

(2) INFORMATION TO BE PROVIDED.—Sub-
section (b) of section 6039G is amended to
read as follows:

““(b) INFORMATION TO BE PROVIDED.—Infor-
mation required under subsection (a) shall
include—

““(1) the taxpayer’s TIN,

“(2) the mailing address of such individ-
ual’s principal foreign residence,

““(3) the foreign country, in which such in-
dividual is residing,

““(4) the foreign country of which such indi-
vidual is a citizen,

“(5) information detailing the income, as-
sets, and liabilities of such individual,

““(6) the number of days that the individual
was present in the United States during the
taxable year, and

“(7) such other information as the Sec-
retary may prescribe.”.

(3) INCREASE IN PENALTY.—Subsection (d) of
section 6039G is amended to read as follows:

““(d) PENALTY.—If—

“(1) an individual is required to file a
statement under subsection (a) for any tax-
able year, and

““(2) fails to file such a statement with the
Secretary on or before the date such state-
ment is required to be filed or fails to in-
clude all the information required to be
shown on the statement or includes incor-
rect information,
such individual shall pay a penalty of $5,000
unless it is shown that such failure is due to
reasonable cause and not to willful neglect.”.

4) CONFORMING AMENDMENT.—Section
6039G is amended by striking subsections (c),
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(f), and (g) and by redesignating subsections
(d) and (e) as subsection (c) and (d), respec-
tively.

() EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who expatriate after February 27, 2003.

SA 1425. Ms. CANTWELL submitted
an amendment intended to be proposed
to amendment SA 1412 proposed by Mr.
DoMENIcI (for himself, Ms. LANDRIEU,
Mr. THOMAS, Ms. MURKOWSKI, Mr.
CAMPBELL, Mr. SMITH, Mr. ALEXANDER,
Mr. KyL, Mr. NELSON of Nebraska, Mr.
HAGEL, Mr. TALENT, Mr. BUNNING, and
Mr. COLEMAN) to the bill S. 14, to en-
hance the energy security of the
United States, and for other purposes;
which was ordered to lie on the table;
as follows:

Strike section 1141 and
lowing:

SEC. 1141. NET METERING.

(a) ADOPTION OF STANDARD.—Section 111(d)
of the Public Utility Regulatory Policies Act
of 1978 (16 U.S.C. 2621(d)) is amended by add-
ing at the end the following:

““(11) NET METERING.—

“(A) IN GENERAL.—On the request of any
electric consumer served by an electric util-
ity, the electric utility shall make available
to the electric consumer net metering as
provided in section 115(i).

‘“(B) CONSIDERATION BY STATE REGULATORY
AUTHORITIES.—Notwithstanding subsections
(b) and (c) of section 112, not later than 1
year after the date of enactment of this
paragraph, a State regulatory authority may
consider and make a determination con-
cerning whether it is in the public interest
to decline to implement subparagraph (A) in
the State.

“(C) INCENTIVES.—Nothing in this para-
graph precludes a State from establishing in-
centives to encourage on-site generating fa-
cilities and net metering in addition to the
requirement under this subsection.

‘(D) REPORTS.—Not later than 1 year after
the date of enactment of this paragraph and
annually thereafter, the Secretary shall sub-
mit to Congress a report that—

‘“(i) describes the status of implementation
by the States of subparagraph (A);

“(ii) contains a list of pre-approved sys-
tems and equipment eligible for uniform
interconnection treatment; and

“(iii) describes the public benefits that
have been derived from net metering and
interconnection standards.”.

(b) SPECIAL RULES FOR NET METERING.—
Section 115 of the Public Utility Regulatory
Policies Act of 1978 (16 U.S.C. 2625) is amend-
ed by adding at the end the following:

‘(1) NET METERING.—

‘(1) DEFINITIONS.—InN this subsection:

““(A) ELIGIBLE ON-SITE GENERATING FACIL-
ITY.—The term ‘eligible on-site generating
facility’ means—

‘(i) a facility on the site of a residential
electric consumer with a maximum gener-
ating capacity of 25 kilowatts or less that is
fueled by solar energy, wind energy, or fuel
cells; and

““(ii) a facility on the site of a commercial
electric consumer with a maximum gener-
ating capacity of 1000 kilowatts or less that
is fueled solely by a renewable energy re-
source, landfill gas, or a high-efficiency sys-
tem.

“(B) HIGH EFFICIENCY SYSTEM.—The term
‘high efficiency system’ means a system that
is comprised of—

““(i) fuel cells; or

““(if) combined heat and power.

““(C) NET METERING SERVICE.—The term
‘net metering service’ means service to an
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electric consumer, as provided in section
111(d)(11), under which electric energy gen-
erated by that electric consumer from an eli-
gible on-site generating facility and deliv-
ered to the local distribution facilities may
be used to offset electric energy provided by
the electric utility to the electric consumer
during the applicable billing period.

‘(D) RENEWABLE ENERGY RESOURCE.—The
term ‘renewable energy resource’ means
solar, wind, biomass, micro-freeflow-hydro,
or geothermal energy.

““(2) NET METERING SERVICE.—For the pur-
poses of undertaking the consideration and
making the determination with respect to
the standard concerning net metering estab-
lished by section 111(d)(11), the term ‘net me-
tering service’ means a service provided in
accordance with this subsection.

““(8) CHARGES BY AN ELECTRIC UTILITY.—AN
electric utility—

“(A) shall charge the owner or operator of
an on-site generating facility rates and
charges that are identical to those that
would be charged other electric consumers of
the electric utility in the same rate class;
and

““(B) shall not charge the owner or operator
of an on-site generating facility any addi-
tional standby, capacity, interconnection, or
other rate or charge.

““(4) MEASUREMENT OF QUANTITIES.—AN
electric utility that sells electric energy to
the owner or operator of an on-site gener-
ating facility shall measure the quantity of
electric energy produced by the on-site facil-
ity and the quantity of electric energy con-
sumed by the owner or operator of an on-site
generating facility during a billing period
with a single bi-directional meter or other-
wise in accordance with reasonable metering
practices.

““(5) QUANTITY SOLD IN EXCESS OF QUANTITY
SUPPLIED.—If the quantity of electric energy
sold by the electric utility to an on-site gen-
erating facility exceeds the quantity of elec-
tric energy supplied by the on-site gener-
ating facility to the electric utility during
the billing period, the electric utility may
bill the owner or operator for the net quan-
tity of electric energy sold, in accordance
with reasonable metering practices.

““(6) QUANTITY SUPPLIED IN EXCESS OF QUAN-
TITY soLD.—If the quantity of electric energy
supplied by the on-site generating facility to
the electric utility exceeds the quantity of
electric energy sold by the electric utility to
the on-site generating facility during the
billing period—

“(A) the electric utility may bill the owner
or operator of the on-site generating facility
for the appropriate charges for the billing pe-
riod in accordance with paragraph (5); and

“(B) the owner or operator of the on-site
generating facility shall be credited for the
excess kilowatt-hours generated during the
billing period with—

“(i) a kilowatt-hour credit appearing on
the bill for the following billing period; or

““(ii) a cash refund.

““(7) COMPLIANCE WITH STANDARDS.—AnN eli-
gible on-site generating facility and net me-
tering system used by an electric consumer
shall meet all applicable safety, perform-
ance, reliability, and interconnection stand-
ards established by the National Electrical
Code, the Institute of Electrical and Elec-
tronics Engineers, and Underwriters Labora-
tories.

““(8) REQUIREMENTS.— The Commission,
after consideration of all applicable safety,
performance, reliability, and interconnec-
tion standards established by the National
Electrical Code, the Institute of Electrical
and Electronics Engineers, and Underwriters
Laboratories, and consultation with State
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regulatory authorities and unregulated elec-
tric utilities, and after notice and oppor-
tunity for comment, shall promulgate addi-
tional control, testing, and interconnection
requirements for on-site generating facilities
and net metering systems that the Commis-
sion determines are necessary to protect
public safety and system reliability.”.

SA 1426. Mr. LIEBERMAN submitted
an amendment intended to be proposed
by him to the bill S. 14, to enhance the
energy security of the United States,
and for other purposes; which was or-
dered to lie on the table; as follows:

On page 203, between lines 5 and 6, insert
the following:

SEC. 6 . NATIONWIDE MEDIA CAMPAIGN TO
DECREASE OIL CONSUMPTION.

(a) IN GENERAL.—The Secretary of Energy,
acting through the Assistant Secretary for
Energy Efficiency and Renewable Energy
(referred to in this section as the ‘Sec-
retary”’), shall develop and conduct a na-
tional media campaign for the purpose of de-
creasing oil consumption in the United
States over the next decade.

(b) CONTRACT WITH ENTITY.—The Secretary
shall carry out subsection (a) directly or
through—

(1) contracts with 1 or more nationally rec-
ognized media firms for the development and
distribution of monthly television, radio,
and newspaper public service announce-
ments; or

(2) collective agreements with 1 or more
nationally recognized institutes, businesses,
or nonprofit organizations for the funding,
development, and distribution of monthly
television, radio, and newspaper public serv-
ice announcements.

(c) UsSe oF FUNDS.—

(1) IN GENERAL.—Amounts made available
to carry out this section shall be used for the
following:

(A) ADVERTISING COSTS.—

(i) The purchase of media time and space.

(if) Creative and talent costs.

(iii) Testing and evaluation of advertising.

(iv) Evaluation of the effectiveness of the
media campaign.

(v) The negotiated fees for the winning bid-
der on requests from proposals issued either
by the Secretary for purposes otherwise au-
thorized in this section.

(vi) Entertainment industry outreach,
interactive outreach, media projects and ac-
tivities, public information, news media out-
reach, and corporate sponsorship and partici-
pation.

(B) ADMINISTRATIVE COSTS.—Operational
and management expenses.

(2) LIMITATIONS.—In carrying out this sec-
tion, the Secretary shall allocate not less
than 85 percent of funds made available
under subsection (e) for each fiscal year for
the advertising functions specified under
paragraph (1)(A).

(d) REPORTS.—The Secretary shall annu-
ally submit to Congress a report that de-
scribes—

(1) the strategy of the national media cam-
paign and whether specific objectives of the
campaign were accomplished, including—

(A) determinations concerning the rate of
change of oil consumption, in both absolute
and per capita terms; and

(B) an evaluation that enables consider-
ation whether the media campaign contrib-
uted to reduction of oil consumption;

(2) steps taken to ensure that the national
media campaign operates in an effective and
efficient manner consistent with the overall
strategy and focus of the campaign;

(3) plans to purchase advertising time and
space;

(4) policies and practices implemented to
ensure that Federal funds are used respon-
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sibly to purchase advertising time and space
and eliminate the potential for waste, fraud,
and abuse; and

(5) all contracts or cooperative agreements
entered into with a corporation, partnership,
or individual working on behalf of the na-
tional media campaign.

(e) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section $100,000,000 for each of
fiscal years 2004 through 2008.

SA 1427. Mr. BAUCUS (for himself
and Mr. GRASSLEY) submitted an
amendment intended to be proposed to
amendment SA 1424 submitted by Mr.
GRASSLEY (for himself, Mr. BAuUCuUS,
Mr. DOMENICI, and Mr. BINGAMAN) and
intended to be proposed to the bill S.
14, to enhance the energy security of
the United States, and for other pur-
poses; which was ordered to lie on the
table; as follows:

On page 263, after line 18, insert:

SEC. . PAYMENT OF DIVIDENDS ON STOCK OF
COOPERATIVES WITHOUT REDUC-
ING PATRONAGE DIVIDENDS.

(a) IN GENERAL.—Subsection (a) of section
1388 (relating to patronage dividend defined)
is amended by adding at the end the fol-
lowing new sentence: ‘“For purposes of para-
graph (3), net earnings shall not be reduced
by amounts paid during the year as divi-
dends on capital stock or other proprietary
capital interests of the organization to the
extent that the articles of incorporation or
bylaws of such organization or other con-
tract with patrons provide that such divi-
dends are in addition to amounts otherwise
payable to patrons which are derived from
business done with or for patrons during the
taxable year.”.

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions in taxable years beginning after the
date of the enactment of this Act.

SA 1428. Mr. INHOFE (for himself
and Mr. REID) submitted an amend-
ment intended to be proposed by him
to the bill S. 14, to enhance the energy
security of the United States, and for
other purposes; which was ordered to
lie on the table; as follows:

On page 145, between lines 18 and 19, insert
the following:

Subtitle D—Nuclear Infrastructure Security
SEC. 436. DEFINITIONS.

Section 11 of the Atomic Energy Act of
1954 (42 U.S.C. 2014) is amended—

(1) by redesignating subsection jj. as sub-
section ii.; and

(2) by adding at the end the following:

“jj. DESIGNATED NUCLEAR FACILITY.—The
term ‘designated nuclear facility’ means a
facility that the Commission classifies as a
designated nuclear facility under section
170C(b).

““kk. PRIVATE SECURITY FORCE.—The term
‘private security force’, with respect to a
designated nuclear facility, means personnel
hired or contracted by the licensee or certifi-
cate holder of the designated nuclear facility
to provide security at the designated nuclear
facility.”.

SEC. 436A. DESIGNATED NUCLEAR FACILITY SE-
CURITY.

(a) IN GENERAL.—Chapter 14 of the Atomic
Energy Act of 1954 (42 U.S.C. 2201 et seq.) is
amended by adding at the end the following:
“SEC. 170C. PROTECTION OF DESIGNATED NU-

CLEAR FACILITIES.

‘‘(a) DEFINITIONS.—In this section:

‘(1) CERTIFICATE HOLDER.—The term ‘cer-
tificate holder’ means the holder of a certifi-
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cate of compliance issued by the Commission
under this Act.

““(2) FEDERAL SECURITY COORDINATOR.—The
term ‘Federal security coordinator’ means a
Federal security coordinator as assigned
under this Act.

‘“(3) DESIGN BASIS THREAT.—The term ‘de-
sign basis threat’ means the threat compo-
nents or capability of an adversary against
which a nuclear facility is responsible for de-
fending under regulations, orders, or other
directives of the Commission.

““(4) LICENSEE.—The term ‘licensee’ means
the holder of a license issued by the Commis-
sion.

“‘(b) CLASSES OF DESIGNATED NUCLEAR FA-
CILITY.—

““(1) IN GENERAL.—Not later than 18 months
after the date of enactment of this section,
the Commission shall, by regulation, estab-
lish classes of designated nuclear facility.

“(2) CLASSIFICATION.—The Commission
shall classify facilities licensed by the Com-
mission or issued a certificate by the Com-
mission, including—

“(A) commercial nuclear power plants;

““(B) independent spent fuel storage instal-
lations;

““(C) decommissioned nuclear power plants;

‘(D) fuel processing facilities;

““(E) gaseous diffusion facilities; and

“(F) any other facility that the Commis-
sion determines should be classified as a des-
ignated nuclear facility.

“(3) FACTORS.—In determining whether to
classify a facility as a designated nuclear fa-
cility, the Commission shall consider—

“(A) the nature or type of facility;

““(B) the nature or type of potential radio-
logical release from the facility; and

“(C) other factors relating to protecting
public health and safety, the environment,
and the common defense and security.

“‘(c) SECURITY EXAMINATION.—

“(1) IN GENERAL.—The Commission and the
Secretary of Homeland Security, in con-
sultation with other agencies and State and
local governments as appropriate, shall ex-
amine—

“(A) potential threats to nuclear facilities,
as appropriate, including consideration of—

“(i) threats comparable to the events of
September 11, 2001;

“(ii) cyber threats, chemical threats, and
biological threats;

“(iii) attacks on nuclear facilities by mul-
tiple coordinated teams of a large number of
individuals;

“‘(iv) attacks by several persons, including
persons employed at the nuclear facility,
some of whom may have sophisticated
knowledge of the operations of the nuclear
facility;

““(v) attacks by individuals willing to com-
mit suicide to carry out the attacks;

““(vi) intrusions originating from water or
from the air; and

“(vii) fire, especially fire of a long dura-
tion;

“(B) classification of threats against nu-
clear facilities, as appropriate, as—

“(i) a type of threat falling under the re-
sponsibilities of the Federal Government, in-
cluding an act by an enemy of the United
States, whether a foreign government or any
other person;

“(ii) a type of threat falling under the re-
sponsibility of a State or local government;
or

“(iii) a type of threat the defense against
which should be the responsibility of a li-
censee or certificate holder;

“(C) the national security response capa-
bility, including—

“(i) identification of the obligations and
authorities of the United States for protec-
tion of areas (including waterways, ports,
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roadways, airspace, or facilities in the vicin-
ity of a nuclear facility) in the event of a
terrorist threat or a terrorist attack against
a nuclear facility, as appropriate;

“(ii) identification of the Federal, State,
and local agencies responsible for carrying
out the obligations and authorities of the
United States identified under clause (i); and

“(iif) coordination between the Federal,
State and local agencies identified under
clause (ii), the Commission, and licensees or
certificate holders of nuclear facilities, for
protection of nuclear facilities and adjacent
areas in the event of a terrorist threat or a
terrorist attack;

‘(D) coordination of Federal, State, and
local security efforts to protect against ter-
rorist or other criminal attacks at nuclear
facilities, as appropriate;

“(E) the adequacy of planning to protect
the public health and safety at and around
nuclear facilities, as appropriate, in the
event of a terrorist attack against a nuclear
facility, including—

“(i) matters relating to the adequacy of
emergency planning zones;

“(ii) matters relating to the adequacy and
coordination of Federal, State, and local
emergency planning and other measures; and

“(iii) matters relating to the adequacy of
security plans for those nuclear facilities;

“(F) the system of threat levels, consistent
with the Homeland Security Advisory Sys-
tem, used to categorize the threats pertinent
to nuclear facilities, as appropriate, includ-
ing—

““(i) procedures to ensure coordinated Fed-
eral, State, and local responses to changing
threat levels for those nuclear facilities;

“(if) monitoring of threats against those
nuclear facilities; and

“(iii) procedures to notify licensees and
certificate holders of those nuclear facilities
of changes in threat levels;

““(H) the hiring and training standards for
members of private security forces at nu-
clear facilities, as appropriate;

“(1) the coordination of Federal resources
to expedite and improve the process of con-
ducting background checks under section
149;

““(J) the establishment by the Secretary of
Homeland Security of a program to provide
technical assistance and training for the Na-
tional Guard, State law enforcement agen-
cies, and local law enforcement agencies to
respond, as appropriate, to threats against
nuclear facilities, as appropriate, including
recommendations for the establishment of a
grant program to assist State and local gov-
ernments in carrying out any recommenda-
tions under paragraph (3); and

““(K) options for protecting spent fuel stor-
age areas, such as dry cask storage, and asso-
ciated infrastructure.

““(2) CoMPLETION.—The Commission and the
Secretary of Homeland Security shall com-
plete the security examination under para-
graph (1) not later than 1 year after the date
of enactment of this section.

““(3) REPORT.—Not later than 180 days after
completion of the security examination
under paragraph (1), the Commission and the
Secretary of Homeland Security shall sub-
mit to the President and Congress, in classi-
fied and unclassified form, a report with rec-
ommendations and findings.

““(d) REVISION OF DESIGN BASIS THREATS.—

“(1) IN GENERAL.—Not later than 180 days
after completion of the report under sub-
section (c)(3), the Commission shall by regu-
lation revise the design basis threats pro-
mulgated before the date of enactment of
this section as the Commission determines
to be appropriate based on the security ex-
amination.

““(2) APPLICABILITY.—A revised design basis
threat under paragraph (1) shall apply to
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such classes of designated nuclear facility as
the Commission determines to be appro-
priate.

““(3) PROTECTION OF SAFEGUARDS INFORMA-
TION.—

“(A) IN GENERAL.—INn promulgating any
regulations under this subsection, the Com-
mission shall ensure protection of informa-
tion in accordance with chapter 12, section
181, and any other applicable law.

‘“(B) EFFECT OF SECTION.—Nothing in this
section supersedes any law governing the
disclosure of classified information or safe-
guards information.

““(C) REPORTS TO CONGRESS ON WITHHELD IN-
FORMATION.—

‘(i) REPORT.—Not later than 60 days after
the effective date of the regulations required
by this subsection, the Commission shall
submit to Congress a report, in classified and
unclassified form, describing any classified
information, safeguards information, or
other information that the Commission con-
sidered in promulgating the regulations but
did not make available to the public because
of the sensitive nature of the information.

““(if) ORDERS TO LICENSEES OR CERTIFICATE
HOLDERS.—Periodically, but not less than
once every 6 months, the Commission shall
submit to Congress a report, in classified and
unclassified form, identifying any orders or
instructions to operators, licensees, or cer-
tificate holders issued under the regulations
required by this subsection that were not
made public because of their classified con-
tent, safeguards content, or sensitive con-
tent.

‘“(e) THREAT LEVELS.—Not later than 150
days after the date of submission of the re-
port under subsection (c)(3), the Commission
shall establish a system for the determina-
tion of threat levels pertinent to—

““(1) such classes of designated nuclear fa-
cility as the Commission determines to be
appropriate; and

““(2) materials subject to this Act as des-
ignated by the Commission.

““(f) SECURITY PLANS.—

“(1) IN GENERAL.—Pursuant to any action
taken by the Commission under subsection
(d)(1) to revise a design basis threat, not
later than 30 days after the revised design
basis threat under subsection (d) becomes ef-
fective, the Commission shall require each
licensee or certificate holder of a designated
nuclear facility that is subject to the revised
design basis threat to—

““(A) revise the security plan of that des-
ignated nuclear facility to ensure that that
designated nuclear facility protects against
the appropriate design basis threats; and

““(B) submit the security plan to the Com-
mission for review.

“(2) REVIEW SCHEDULE.—The Commission
shall establish a priority schedule for con-
ducting reviews of security plans based on—

“(A) the proximity of the designated nu-
clear facility to large population areas; and

““(B) other critical factors identified by the
Commission.

““(3) UPGRADES TO SECURITY.—The Commis-
sion shall ensure that the licensee or certifi-
cate holder of each designated nuclear facil-
ity that is subject to the revised design basis
threat makes any changes to security and
the security plan required from the Commis-
sion review on a schedule established by the
Commission, but not to exceed 18 months
after completion of the review.

‘“(g) EMERGENCY RESPONSE PLANS AND PRE-
PAREDNESS.—

““(1) IN GENERAL.—The Commission and the
Secretary of Homeland Security, in con-
sultation with other Federal, State, and
local government agencies, as appropriate,
shall review and update the requirements in
effect on the date of enactment of this sec-
tion for on-site and off-site emergency re-
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sponse plans and preparedness for response
to an emergency involving a designated nu-
clear facility in such classes of designated
nuclear facility as the Commission deter-
mines to be appropriate to ensure that the
requirements—

“(A) are adequate to protect public health
and safety;

““(B) provide reasonable assurance that the
plans can and will be implemented; and

“(C) provide reasonable assurance that
adequate protective measures can and will
be taken in the event of such an emergency.

““(2) REQUIREMENTS.—At a minimum, the
updated requirements applicable to a des-
ignated nuclear facility under paragraph (1)
shall provide for—

“(A) the establishment of, clear definition
of, assignment of, and assurance of the abil-
ity to carry out, responsibilities of emer-
gency response organizations and personnel
among the licensee or certificate holder,
State and local organizations, and other sup-
porting organizations;

““(B) methods and procedures for the clear
and prompt notification of State and local
response organizations and the public by the
licensee or certificate holder;

“(C) methods and procedures for prompt
communication and coordination among
emergency response organizations and per-
sonnel and the public;

‘(D) dissemination of information to the
public, including pre-emergency education
on a periodic basis and in the event of an ac-
tual emergency;

“(E) adequate emergency facilities and
equipment at and around the designated nu-
clear facility;

“(F) the use of appropriate methods, sys-
tems, and equipment for assessing and moni-
toring actual and potential impacts of an
emergency, including a radiological emer-
gency;

“(G) a range of protective actions for the
public, including appropriate evacuation and
sheltering and the prophylactic use of potas-
sium iodide;

““(H) means for controlling radiological ex-
posures and other hazardous exposures;

“(1) appropriate medical services;

““(J) recovery and reentry plans; and

“(K) radiological emergency response
training.

“(3) FACTORS.—The updated requirements
under paragraph (1) shall address relevant
factors, including—

“(A) population density, topography, land
characteristics, access routes, and jurisdic-
tional boundaries;

“(B) unique aspects of an emergency re-
sulting from a terrorist attack;

““(C) available technology and technical in-
novations; and

‘(D) other factors, as determined by the
Commission or the Secretary of Homeland
Security.

“‘(4) STAKEHOLDER INVOLVEMENT.—In updat-
ing requirements under paragraph (1), the
Commission and the Secretary of Homeland
Security shall include requirements for ap-
propriate stakeholder involvement in the
planning and exercise process, including the
involvement of—

“(A) local governments;

““(B) large employers;

“(C) facilities such as schools, hospitals,
nursing homes, and prisons;

““(D) advocacy groups; and

“(E) other interested groups and individ-
uals near a designated nuclear facility.

““(5) REGULATIONS.—

““(A) IN GENERAL.—The Commission and the
Secretary of Homeland Security shall pro-
mulgate regulations implementing this sub-
section not later than 180 days following the
completion of the report under subsection

©®).
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‘“(B) EFFECTIVE DATE.—The regulations
shall take effect not later than 90 days after
the date of promulgation.

““(6) REVIEWS.—

“(A) IN GENERAL.—Not later than 60 days
after the effective date of the regulations
under paragraph (5), the Commission, in co-
ordination with the Secretary of Homeland
Security and, as appropriate, in consultation
with other Federal, State, and local govern-
ment agencies, shall begin reviewing on-site
and off-site emergency response plans and
preparedness capabilities for compliance
with the regulations.

““(B) REVIEW SCHEDULE.—The Commission,
in coordination with the Secretary of Home-
land Security, shall establish a priority
schedule for conducting reviews of emer-
gency response plans and preparedness capa-
bilities under subparagraph (A) based on the
relative vulnerability of the designated nu-
clear facilities that are subject to the regu-
lations and the proximity of the designated
nuclear facilities to high population density
areas.

““(C) REPORT.—The Commission, in coordi-
nation with the Secretary of Homeland Secu-
rity, shall submit to Congress a report, in
classified and unclassified form, describing
the results of each review conducted under
subparagraph (A).

“(7) EFFECT OF SUBSECTION.—Nothing in
this subsection limits the authority of the
Commission or the Secretary of Homeland
Security to take other actions for protection
of the public health and safety, the environ-
ment, or the common defense and security
under any other authority of the Commis-
sion or the Secretary of Homeland Security.

““(h) EMPLOYEE SECURITY.—

“(1) REVIEW.—Not later than 180 days after
the date of enactment of this section, the
Commission shall review and update as ap-
propriate the access and training standards
for employees of nuclear facilities.

““(2) DISQUALIFICATION OF INDIVIDUALS WHO
PRESENT NATIONAL SECURITY RISKS.—The
Commission shall establish qualifications
and procedures, in addition to fingerprinting
for criminal history record checks conducted
under section 149, to ensure that no indi-
vidual who presents a threat to national se-
curity is employed at a designated nuclear
facility in such classes of designated nuclear
facility as the Commission determines to be
appropriate.

‘(i) FEDERAL SECURITY COORDINATORS.—

‘(1) REGIONAL OFFICES.—Not later than 18
months after the date of enactment of this
section, the Commission shall assign a Fed-
eral security coordinator, under the employ-
ment of the Commission, to each region of
the Commission.

““(2) RESPONSIBILITIES.—The Federal secu-
rity coordinator shall be responsible for—

“(A) communicating with the Commission
and other Federal, State, and local authori-
ties concerning threats, including threats
against a designated nuclear facility in such
classes of designated nuclear facilities as the
Commission determines to be appropriate;

““(B) ensuring that a designated nuclear fa-
cility in such classes of designated nuclear
facility as the Commission determines to be
appropriate maintains security consistent
with the security plan in accordance with
the appropriate threat level; and

““(C) assisting in the coordination of secu-
rity measures among—

“(i) the private security force at a des-
ignated nuclear facility in such classes of
designated nuclear facilities as the Commis-
sion determines to be appropriate; and

“(ii) Federal, State, and local authorities,
as appropriate.

““(3) ADDITIONAL FEDERAL SECURITY COORDI-
NATORS.—
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“(A) IN GENERAL.—The Commission may
assign an additional Federal security coordi-
nator, as the Commission considers appro-
priate, to a Commission office on the site of
a designated nuclear facility.

““(B) REQUEST BY GOVERNOR.—The Governor
of any State that contains a designated nu-
clear facility may request the assignment of
an additional Federal security coordinator
to 1 or more designated nuclear facilities in
that State.

““(J) NATIONAL SECURITY CAPABILITY.—

““(1) IN GENERAL.—Not later than 18 months
after the date of enactment of this section,
the President shall identify the national se-
curity support capability to protect des-
ignated nuclear facilities against terrorist
threats and attacks.

““(2) ELEMENTS.—The national security sup-
port capability shall use capabilities of such
Federal agencies identified in the report
under subsection (c)(3), or of other Federal,
State, and local agencies, as the President
determines to be appropriate.

““(3) CAPABILITIES.—

“(A) IN GENERAL.—The national security
support capability shall provide assistance
to the private security force at each des-
ignated nuclear facility in such classes of
designated nuclear facilities as the Commis-
sion determines to be appropriate, appro-
priate State and local agencies including
emergency response and law enforcement
agencies, and where appropriate, the Na-
tional Guard, in accordance with the obliga-
tions and authorities of the United States, as
identified in the report to Congress required
under subsection (c)(3).

‘“(B) COORDINATION.—The President shall
ensure that effective coordination exists be-
tween Federal agencies, the Commission,
and State and local governments in planning
and deployment for prevention, deterrence,
and response to actual or potential terrorist
attacks against such classes of designated
nuclear facility as the Commission considers
appropriate.

““(4) TRAINING PROGRAM.—

“(A) IN GENERAL.—The President shall es-
tablish a program to provide technical as-
sistance and training to Federal agencies,
the National Guard, and State and local law
enforcement and emergency response agen-
cies in responding to threats against a des-
ignated nuclear facility.

““(B) GRANTS.—The President may provide
grants to State and local governments to as-
sist in carrying out subparagraph (A).

““(5) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as are necessary to carry out this sub-
section.

““(k) CLASSIFIED INFORMATION.—Nothing in
this section supersedes any law governing
the disclosure of classified information or
safeguards information.”’.

(b) FINGERPRINTING FOR CRIMINAL HISTORY
RECORD CHECKS.—Section 149 of the Atomic
Energy Act of 1954 (42 U.S.C. 2169) is amend-
ed—

(1) in subsection a.—

(A) by striking ““a. The Nuclear” and all
that follows through ‘‘section 147.”” and in-
serting the following:

“a. IN GENERAL.—

‘(1) REQUIREMENTS.—

“(A) IN GENERAL.—The Commission shall
require—

‘(i) each licensee, certificate holder, or ap-
plicant for a license or certificate to operate
a utilization facility under section 103 or
104(b); and

‘“(if) each licensee or applicant for a li-
cense to possess or use radioactive material
or other property subject to regulation by
the Commission that the Commission deter-
mines to be of such significance to the public
health and safety or the common defense and
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security as to warrant fingerprinting and
background checks;

to fingerprint each individual described in
subparagraph (B).

“(B) INDIVIDUALS  REQUIRED  TO BE
FINGERPRINTED.—The Commission shall re-
quire to be fingerprinted each individual

who—

““(i) is permitted unescorted access to—

“(1) a utilization facility; or

“(I) radioactive material or other prop-
erty identified by the Commission under sub-
paragraph (A)(ii); or

“(ii) is permitted access to safeguards in-
formation under section 147.”’;

(B) by striking “All fingerprints” and in-
serting the following:

““(2) SUBMISSION TO THE ATTORNEY GEN-
ERAL.—AII fingerprints’’;

(C) by striking “The costs”” and inserting
the following;

““(3) CosTs.—The costs”;

(D) by striking ‘““Notwithstanding’ and in-
serting the following:

““(4) PROVISION TO LICENSEE, CERTIFICATE
HOLDER, OR APPLICANT.—Notwithstanding’’;
and

(E) by striking ‘“licensee or applicant”
each place it appears and inserting ‘“‘licensee,
certificate holder, or applicant for a license
or certificate”;

(2) by redesignating subsection d. as sub-
section e.; and

(3) by inserting after subsection c. the fol-
lowing:

“d. USE oF OTHER BIOMETRIC METHODS.—
Any requirement for a person to conduct
fingerprinting under this section may be sat-
isfied by using any other biometric method
for identification approved for use by the At-
torney General.”.

SEC. 436B. OFFICE OF NUCLEAR SECURITY AND
INCIDENT RESPONSE.

(a) IN GENERAL.—Title Il of the Energy Re-
organization Act of 1974 (42 U.S.C. 5841 et
seq.) is amended by adding at the end the fol-
lowing:

“SEC. 212. OFFICE OF NUCLEAR SECURITY AND
INCIDENT RESPONSE.

‘‘(a) DEFINITIONS.—In this section:

““(1) CERTIFICATE HOLDER.—The term ‘cer-
tificate holder’ has the meaning given the
term in section 170C(a) of the Atomic Energy
Act of 1954.

““(2) DESIGNATED NUCLEAR FACILITY.—The
term ‘designated nuclear facility’ has the
meaning given the term in section 11 of the
Atomic Energy Act of 1954 (42 U.S.C. 2014).

““(3) DIRECTOR.—The term ‘Director’ means
the Director of Nuclear Security and Inci-
dent Response appointed under subsection (c)
to head the Office.

““(4) LICENSEE.—The term ‘licensee’ has the
meaning given the term in section 170C(a) of
the Atomic Energy Act of 1954.

““(5) OFFICE.—The term ‘Office’ means the
Office of Nuclear Security and Incident Re-
sponse established by subsection (b).

““(b) ESTABLISHMENT OF OFFICE.—There is
established in the Commission the Office of
Nuclear Security and Incident Response.

““(c) DIRECTOR.—

“(1) APPOINTMENT.—The Commission may
appoint and remove from office a Director of
Nuclear Security and Incident Response.

“(2) DUTIES.—

“(A) IN GENERAL.—The Director shall per-
form such functions as the Commission dele-
gates to the Director.

“(B) FuNcTIONS.—The functions delegated
to the Director may include—

‘(i) carrying out security, safeguards, and
incident responses relating to—

“(1) any facility subject to the jurisdiction
of the Commission under the Atomic Energy
Act of 1954 (42 U.S.C. 2011 et seq.);

“(I1) any property subject to the jurisdic-
tion of the Commission under the Atomic
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Energy Act of 1954 (42 U.S.C. 2011 et seq.)
that—

“‘(aa) is significant to the common defense
and security; or

“‘(bb) is being transported to or from a fa-
cility described in clause (i); and

“(111) any other activity of a licensee or
certificate holder, subject to the require-
ments of the Atomic Energy Act of 1954 (42
U.S.C. 2011 et seq.), that is significant to the
common defense and security;

“(ii) for a facility or material licensed or
certified under the Atomic Energy Act of
1954 (42 U.S.C. 2011 et seq.)—

“(1) developing contingency plans for deal-
ing with threats, thefts, and sabotage; and

“(11) monitoring, reviewing, and evaluating
security and safeguards;

“(iif) recommending upgrades to internal
accounting systems for special nuclear and
other materials licensed or certified under
the Atomic Energy Act of 1954 (42 U.S.C. 2011
et seq.); and

““(iv) developing and recommending stand-
ards and amendments to the standards of the
Commission relating to the duties described
in clauses (i) through (iii); and

“(E) carrying out such other duties of the
Commission regarding safeguards and phys-
ical security functions and incident response
functions as the Commission determines to
be appropriate.

““(3) CONSULTATION.—INn carrying out the
duties under paragraph (2), the Director
shall, to the extent practicable, consult and
coordinate with other Federal agencies.

“‘(d) SECURITY RESPONSE EVALUATIONS.—

“(1) IN GENERAL.—Not later than 1 year
after the date of enactment of this section,
the Commission shall establish a security re-
sponse evaluation program to assess the abil-
ity of each designated nuclear facility that is
part of a class of designated nuclear facili-
ties that the Commission considers appro-
priate to defend against threats in accord-
ance with the security plan for the des-
ignated nuclear facility.

““(2) FREQUENCY OF EVALUATIONS.—Not less
than once every 3 years, the Commission
shall conduct and document security re-
sponse evaluations at each designated nu-
clear facility that is part of a class of des-
ignated nuclear facilities that the Commis-
sion considers appropriate to assess the abil-
ity of the private security force of the des-
ignated nuclear facility to defend against ap-
plicable design basis threats.

““(3) SECURITY EXEMPTION.—The Commis-
sion may suspend activities under this sec-
tion if the Commission determines that the
security response evaluations would com-
promise security at any designated nuclear
facility in accordance with a heightened
threat level.

“(4) ACTIVITIES.—The security response
evaluation shall include force-on-force exer-
cises that simulate the security threats con-
sistent with the design basis threats applica-
ble to the designated nuclear facility.

““(5) PERFORMANCE CRITERIA.—The Commis-
sion shall establish performance criteria for
judging the security response evaluations.

“‘(6) CORRECTIVE ACTION.—

“(A) IN GENERAL.—When any of the per-
formance criteria established under para-
graph (5) are not satisfied—

‘(i) the licensee or certificate holder shall
promptly correct any defects in performance
identified by the Commission in the security
response evaluation; and

“(ii) the Commission shall conduct an ad-
ditional security response evaluation within
9 months to confirm that the licensee or cer-
tificate holder satisfies the performance cri-
teria established under paragraph (5).

““(B) 2 CONSECUTIVE FAILURES TO SATISFY
PERFORMANCE CRITERIA.—
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“(i) IN GENERAL.—If a designated nuclear
facility fails to satisfy the performance cri-
teria established under paragraph (5) in 2
consecutive security response evaluations,
the Commission shall issue an order speci-
fying the corrective actions that must be
taken by the licensee or certificate holder of
the designated nuclear facility.

““(if) FAILURE TO TAKE CORRECTIVE ACTION.—
If the licensee or certificate holder of a des-
ignated nuclear facility does not take the
corrective action specified by the Commis-
sion within 30 days after the date of issuance
of an order under clause (i), the Commission
shall assess a civil penalty under section 234
of the Atomic Energy Act of 1954 (42 U.S.C.
2282).

“(C) EFFecT.—Nothing in this paragraph
limits any enforcement authority of the
Commission to take action in response to de-
ficiencies identified through security evalua-
tions.

“(7) RepPorTs.—Not less often than once
every year, the Commission shall submit to
Congress and the President a report, in clas-
sified form and unclassified form, that de-
scribes the results of each security response
evaluation under this paragraph for the pre-
vious year.

‘‘(e) EMERGENCY RESPONSE EXERCISES.—

““(1) IN GENERAL.—Not less than once every
2 years, the Commission, in coordination
with the Secretary of Homeland Security
and, as appropriate, in consultation with
other Federal, State, and local response
agencies and stakeholders, shall observe and
evaluate emergency response exercises to de-
termine whether—

“(A) on-site and off-site emergency re-
sponse plans for, and capabilities for re-
sponse to an emergency involving, each des-
ignated nuclear facility in such classes of
designated nuclear facility as the Commis-
sion determines to be appropriate are ade-
quate to protect public health and safety;
and

‘“(B) there is reasonable assurance that—

‘(i) those plans and capabilities can and
will be implemented; and

““(ii) adequate protective measures can and
will be taken in the event of an emergency.

““(2) ASSESSMENT OF ABILITY TO RESPOND.—
Exercises under paragraph (1) shall assess
the ability of Federal, State, and local emer-
gency response agencies and emergency re-
sponse personnel of a licensee or certificate
holder to respond adequately to an emer-
gency involving the designated nuclear facil-
ity.

““(3) HIGH POPULATION DENSITY AREAS.—The
Commission, in coordination with the Sec-
retary of Homeland Security and, as appro-
priate, in consultation with other Federal,
State, and local agencies and stakeholders,
may observe and evaluate exercises more fre-
quently at designated nuclear facilities lo-
cated in high population density areas.

‘“(4) PERFORMANCE-BASED APPROACH.—The
Commission, in cooperation with the Sec-
retary of Homeland Security, shall promptly
establish performance criteria for use in
evaluating the results of the exercises under
paragraph (1), including criteria relating to—

““(A) response times and capabilities;

‘“(B) coordination and communication
among response personnel and organizations;

““(C) emergency equipment, public notifica-
tion systems, and communications networks;

‘(D) feasible evacuation of individuals; and

““(E) other matters determined by the Com-
mission or the Secretary of Homeland Secu-
rity.

““(5) SCENARIOS.—The evaluations under
paragraph (1) shall assess the ability of the
emergency response plans to protect public
health and safety and provide reasonable as-
surance that adequate protective measures
can and will be taken in responding to a
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broad range of accident scenarios, includ-
ing—

““(A) fast-breaking events that occur with
little or no warning;

“(B) radiological
magnitude;

““(C) significant spontaneous evacuations;

““(D) significant shadow evacuations;

““(E) terrorist attacks; and

“(F) other scenarios determined by the
Commission or the Secretary of Homeland
Security.

‘“(6) DEFICIENCIES.—

“(A) NOTIFICATION.—The Commission, in
coordination with the Secretary of Home-
land Security, shall promptly notify licens-
ees or certificate holders, the Governor of
any State that may be affected, and any
other appropriate Federal, State, or local
agencies or stakeholders of any weaknesses
or deficiencies in an emergency response
plan or in emergency preparedness capabili-
ties identified as the result of an evaluation
under paragraph (1).

“(B) FAILURE TO CORRECT.—If weaknesses
or deficiencies in emergency response plans
or in preparedness capabilities are not
promptly corrected, the Commission shall
take appropriate action under section 107 or
other enforcement authorities available to
the Commission to—

“(i) ensure adequate protection of public
health and safety; and

“(ii) provide reasonable assurance that
plans can and will be implemented and that
adequate protective measures can and will
be taken in the event of an emergency.

“(7) REPORT.—Not less than once annually,
the Commission and the Secretary of Home-
land Security shall submit to the President
and Congress a report, in classified and un-
classified form, that describes—

“(A) the results of each exercise evaluated
in the previous year; and

‘“(B) each revision of an emergency re-
sponse plan or emergency preparedness capa-
bilities made under paragraph (6) in the pre-
vious year that is substantive in nature.

““(8) MAINTENANCE.—The Commission shall
take such action as is necessary to ensure
that adequate emergency response plans and
capabilities are maintained during the inter-
vals between exercises.

““(9) EFFECT OF SUBSECTION.—Nothing in
this subsection limits the authority of the
Commission or the Secretary of Homeland
Security to take other actions for protection
of the public health and safety, the environ-
ment, or the common defense and security
under any other authority of the Commis-
sion or the Secretary of Homeland Security.

“(f) EFFECT.—Nothing in this section lim-
its any authority of the Secretary of Energy
relating to the security and safeguarding of
special nuclear materials, high-level radio-
active waste, and nuclear facilities resulting
from all activities under the jurisdiction of
the Secretary.”.

(b) CONFORMING AMENDMENTS.—Title Il of
the Energy Reorganization Act of 1974 is
amended—

(1) in section 203(b) (42 U.S.C. 5843(b))—

(A) in paragraph (1), by striking ““licensing
and regulation involving” and inserting “li-
censing, regulation, and, except as otherwise
provided under section 212, carrying out safe-
ty reviews, safeguards, and physical security
of”’; and

(B) in paragraph (2), by striking ‘“and safe-
guards’’; and

(2) in section 204(b) (42 U.S.C. 5844(b))—

(A) in paragraph (1)—

(i) by striking “‘including”’ and inserting
“not including’’; and

(ii) by striking ‘““and materials.”” and in-
serting ‘‘and materials, to the extent that
the safeguards and security functions are

releases of significant
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delegated to the Office of Nuclear Security
and Incident Response under section 212.”;

(B) in paragraph (2)—

(i) by striking ‘‘and safeguards’’; and

(ii) by striking ‘‘, as amended,” and all
that follows through the period and inserting
(42 U.S.C. 2011 et seq.)”.

SEC. 436C. GUARDING OF NUCLEAR FACILITIES,
EQUIPMENT, AND MATERIAL.

(@) TRANSPORTING OF SHORT-BARRELED
SHOTGUN OR RIFLE.—Section 922 of title 18,
United States Code, is amended—

(1) in subsection (a)(4), by striking ‘“‘or li-
censed collector,” and inserting the fol-
lowing: ““licensed collector, or a licensee or
certificate holder under title | of the Atomic
Energy Act of 1954 (42 U.S.C. 2011 et seq.), or
an employee or contractor of such a licensee
or certificate holder, that holds the license
or certificate for the purpose of establishing
and maintaining an on-site physical protec-
tion system and security organization re-
quired by Federal law or for the purpose of
licensee-authorized or certificate holder-au-
thorized training or transportation of nu-
clear material or equipment authorized
under the Atomic Energy Act of 1954 (42
U.S.C. 2011 et seq.),”’; and

(2) in subsection (0)(2)—

(A) in subparagraph (A), by striking ‘“‘or”
at the end;

(B) in subparagraph (B), by striking the pe-
riod at the end and inserting *‘; or’’; and

(C) by adding at the end the following:

“(C) a transfer to a licensee or certificate
holder under title | of the Atomic Energy
Act of 1954 (42 U.S.C. 2011 et seq.) for pur-
poses of establishing and maintaining an on-
site physical protection system and security
organization required by Federal law, or pos-
session by an employee or contractor of the
licensee or certificate holder on-site for such
purposes or off-site for purposes of licensee-
authorized or certificate holder-authorized
training or transportation of nuclear mate-
rials or equipment authorized under the
Atomic Energy Act of 1954 (42 U.S.C. 2011 et
seq.).”.
?bg AUTHORIZATION FOR IMPORTATION OF
FIREARM OR AMMUNITION.—Section 925(d)(1)
of title 18, United States Code, is amended

(1) by inserting ‘““(A)” before “‘is being’’;
and

(2) by inserting after the semicolon the fol-
lowing: “‘or

“(B) is being imported or brought in for
transfer to a licensee or certificate holder
under title 1 of the Atomic Energy Act of
1954 (42 U.S.C. 2011 et seq.) for purposes of es-
tablishing and maintaining an on-site phys-
ical protection system and security organi-
zation required by Federal law;”.

(c) INTERSTATE TRANSPORTATION OF FIRE-
ARMS.—Section 926A of title 18, United
States Code, is amended—

(1) by striking ‘“Notwithstanding’’ and in-
serting the following:

““(a) IN GENERAL.—Notwithstanding’’; and

(2) by adding at the end the following:

““(b) LICENSEES AND CERTIFICATE HOLDERS
OF THE NUCLEAR REGULATORY COMMISSION.—
Notwithstanding any other provision of any
law or any rule or regulation of a State or
any political subdivision of a State, a li-
censee or certificate holder under title | of
the Atomic Energy Act of 1954 (42 U.S.C. 2011
et seq.), or an employee or contractor of such
a licensee or certificate holder, that is not
otherwise prohibited by this chapter from
transporting, shipping, receiving, or pos-
sessing a firearm shall be entitled to trans-
port and possess a firearm for purposes of es-
tablishing and maintaining an onsite phys-
ical protection system and security organi-
zation required by Federal law, and for pur-
poses of licensee-authorized or certificate
holder-authorized training or transportation
of nuclear material or equipment authorized
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under the Atomic Energy Act of 1954 (42
U.S.C. 2011 et seq.).”".

(d) IMPORTATION OF FIREARMS.—Section
5844 of the Internal Revenue Code of 1986 (26
U.S.C. 5844) is amended—

(1) in paragraph (2), by striking ‘‘or’’ at the
end;

(2) in paragraph (3), by inserting ‘“‘or’’ after
the semicolon; and

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

‘“(4) a machinegun or short-barreled shot-
gun being imported or brought in for trans-
fer to a licensee or certificate holder under
title | of the Atomic Energy Act of 1954 (42
U.S.C. 2011 et seq.) for purposes of estab-
lishing and maintaining an on-site physical
protection system and security organization
required by Federal law;”.

(e) SEMIAUTOMATIC ASSAULT WEAPONS;
LARGE CAPACITY AMMUNITION FEEDING DE-
VICES.—Section 922 of title 18, United States
Code, is amended—

(1) in subsection (v)(4)(B)—

(A) by inserting ‘“or certificate holder”
after “‘licensee’”” each place that term ap-
pears;

(B) by inserting ‘“‘or certificate holder-au-
thorized’ after “‘licensee-authorized’’; and

(C) by inserting ‘“‘or equipment’’ after ‘“‘ma-
terials’’; and

(2) in subsection (w)(3)(B)—

(A) by inserting ‘“or certificate holder”
after ‘“‘licensee’” each place that term ap-
pears;

(B) by inserting ‘“‘or certificate holder-au-
thorized’” after ““licensee-authorized’’; and

(C) by inserting “‘or equipment’’ after ‘“ma-
terials™.
SEC. 436D. SENSITIVE RADIOACTIVE MATERIAL
SECURITY.

Chapter 14 of the Atomic Energy Act of
1954 (42 U.S.C. 2201 et seq.) (as amended by
section 436A) is amended by adding at the
end the following:

“SEC. 170D. SENSITIVE RADIOACTIVE MATERIAL
SECURITY.

‘“(a) DEFINITIONS.—In this section:

‘(1) SENSITIVE RADIOACTIVE MATERIAL.—

“(A) IN GENERAL.—The term ‘sensitive ra-
dioactive material’ means—

‘(i) a material—

“(1) that is a source material, by-product
material, or special nuclear material; or

“(I1) that is any other radioactive material
(regardless of whether the material is or has
been licensed or otherwise regulated under
this Act) produced or made radioactive be-
fore or after the date of enactment of this
section; and

““(ii) that is in such a form or quantity or
concentration that the Commission deter-
mines should be classified as ‘sensitive radio-
active material’ that warrants improved se-
curity and protection against loss, theft, or
sabotage.

“(B) EXcCLUSION.—The term ‘sensitive ra-
dioactive material’ does not include nuclear
fuel or spent nuclear fuel.

““(2) SECURITY THREAT.—The term ‘security
threat’ means—

“(A) a threat of sabotage or theft of sen-
sitive radioactive material;

‘“(B) a threat of use of sensitive radioactive
material in a radiological dispersal device;
and

““(C) any other threat of terrorist or other
criminal activity involving sensitive radio-
active material that could harm the health
or safety of the public due primarily to radi-
ological properties of the sensitive radio-
active material, as determined by the Com-
mission.

““(b) DUTIES.—

““(1) IN GENERAL.—The Commission, in con-
sultation with Secretary of Homeland Secu-
rity, Secretary of Energy, Director of Cen-
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tral Intelligence, Director of the Federal Bu-
reau of Investigation, Director of the Cus-
toms Service, and Administrator of the Envi-
ronmental Protection Agency, shall—

“(A) evaluate the security of sensitive ra-
dioactive material against security threats;
and

““(B) recommend administrative and legis-
lative actions to be taken to provide an ac-
ceptable level of security against security
threats.

““(2) CONSIDERATIONS.—INn carrying out
paragraph (1), the Commission shall consider
actions, as appropriate to—

“(A) determine the radioactive materials
that should be classified as sensitive radio-
active materials;

‘“(B) develop a classification system for
sensitive radioactive materials that—

‘(i) is based on the potential for use by ter-
rorists of sensitive radioactive material and
the extent of the threat to public health and
safety posed by that potential; and

““(ii) takes into account—

“(1) radioactivity levels of sensitive radio-
active material;

“(I1) the dispersibility of sensitive radio-
active material;

“(111) the chemical and material form of
sensitive radioactive material,

“(1V) the need to maintain access by physi-
cians and other medical professionals to sen-
sitive radioactive material and pharma-
ceuticals containing sensitive radioactive
material for use in connection with medical
diagnosis or treatment; and

““(V) other appropriate factors;

“(C) develop a national system for recov-
ery of sensitive radioactive material that is
lost or stolen, taking into account the classi-
fication system established under subpara-
graph (B);

““(D) provide for the storage of sensitive ra-
dioactive material that is not currently in
use in a safe and secure manner;

“(E) develop a national tracking system
for sensitive radioactive material, taking
into account the classification system estab-
lished under subparagraph (B);

“(F) develop methods to ensure the return
or proper disposal of sensitive radioactive
material;

““(G) consider export controls on sensitive
radioactive materials so that, to the extent
feasible, exports from the United States of
sensitive radioactive materials are made to
foreign recipients that are willing and able
to control the sensitive radioactive mate-
rials in a manner that is not inimical to the
common defense and security of the United
States; and

““(H) establish procedures to improve the
security of sensitive radioactive material in
use, transportation, and storage.

““(3) PROCEDURES TO IMPROVE SECURITY.—
The procedures to improve the security of
sensitive radioactive material under para-
graph (2)(H) may include—

““(A) periodic audits or inspections by the
Commission to ensure that sensitive radio-
active material is properly secured and can
be fully accounted for;

““(B) evaluation by the Commission of secu-
rity measures taken by persons that possess
sensitive radioactive material;

““(C) imposition of increased fines for viola-
tions of regulations relating to security and
safety measures applicable to persons that
possess sensitive radioactive material;

““(D) conduct of background checks on indi-
viduals with access to sensitive radioactive
material;

““(E) measures to ensure the physical secu-
rity of facilities in which sensitive radio-
active material is stored; and
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““(F) screening of shipments of sensitive ra-
dioactive material to facilities that are par-
ticularly at risk for sabotage to ensure that
the shipments do not contain explosives.

““(c) REPORT.—Not later than 1 year after
the date of enactment of this section, and
not less frequently than once every 3 years
thereafter, the Commission shall submit to
the President and Congress a report in un-
classified form (with a classified annex, if
necessary) describing the administrative and
legislative actions recommended under sub-
section (b)(1).

““(d) ADMINISTRATIVE ACTION.—Not later
than 60 days after the date of submission of
the report under subsection (c), the Commis-
sion shall take such actions as are appro-
priate to—

“(1) revise the system for licensing sen-
sitive radioactive materials; and

““(2) delegate the authority of the Commis-
sion to implement regulatory programs and
requirements to States that enter into
agreements with the Commission to perform
inspections and other functions on a cooper-
ative basis as the Commission considers ap-
propriate.”.

SEC. 436E. UNAUTHORIZED INTRODUCTION
DANGEROUS WEAPONS.

Section 229a. of the Atomic Energy Act of
1954 (42 U.S.C. 2278a(a)) is amended in the
first sentence by inserting ‘‘or subject to the
licensing authority of the Commission or to
certification by the Commission under this
Act or any other Act” before the period at
the end.

SEC. 436F. SABOTAGE OF NUCLEAR FACILITIES
OR FUEL.

Section 236a. of the Atomic Energy Act of
1954 (42 U.S.C. 2284(a)) is amended—

(1) in the first sentence, by striking ‘‘or
who intentionally and willfully attempts”
and inserting ‘‘or who attempts or con-
spires’’;

(2) in paragraph (2), by striking ‘‘storage
facility’”” and inserting ‘‘storage, treatment,
or disposal facility’’;

(3) in paragraph (3)—

(A) by striking ‘“‘such a utilization facil-
ity”” and inserting ‘“‘a utilization facility li-
censed under this Act’’; and

(B) by striking ‘‘or’’ at the end;

(4) in paragraph (4)—

(A) by striking ““facility licensed’” and in-
serting ‘‘uranium conversion or nuclear fuel
fabrication facility licensed or certified”;
and

(B) by striking the period at the end and
inserting a semicolon; and

(5) by inserting after paragraph (4) the fol-
lowing:

“(5) any production, utilization, waste
storage, waste treatment, waste disposal,
uranium enrichment, or nuclear fuel fabrica-
tion facility subject to licensing or certifi-
cation under this Act during construction of
the facility, if the destruction or damage
caused or attempted to be caused could ad-
versely affect public health and safety dur-
ing the operation of the facility;

““(6) any primary facility or backup facility
from which a radiological emergency pre-
paredness alert and warning system is acti-
vated; or

“(7) any radioactive material or other
property subject to regulation by the Nu-
clear Regulatory Commission that, before
the date of the offense, the Nuclear Regu-
latory Commission determines, by order or
regulation published in the Federal Register,
is of significance to the public health and
safety or to common defense and security;”.
SEC. 436G. EVALUATION OF ADEQUACY OF EN-

FORCEMENT PROVISIONS.

Not later than 90 days after the date of en-
actment of this Act, the Attorney General
and the Nuclear Regulatory Commission
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shall submit to Congress a report that as-
sesses the adequacy of the criminal enforce-
ment provisions in chapter 18 of the Atomic
Energy Act of 1954 (42 U.S.C. 221 et seq.).

SEC. 436H. PROTECTION OF WHISTLEBLOWERS.

Section 211(a)(2) of the Energy Reorganiza-
tion Act (42 U.S.C. 5851) is amended—

(1) in subparagraph (C), by striking ‘“‘and”’
at the end;

(2) in subparagraph (D), by striking the pe-
riod at the end and inserting *‘; and’’; and

(3) by adding at the end the following:

“(E) a contractor or subcontractor of the
Commission.”.

SEC. 436I. TECHNICAL AND CONFORMING
AMENDMENT.

The table of contents of the Atomic En-
ergy Act of 1954 (42 U.S.C. prec. 2011) is
amended by adding at the end of the items
relating to chapter 14 the following:

‘‘Sec.

““170B. Uranium supply.

““170C. Protection of designated nuclear fa-
cilities.102. Section 102 head.

*170D. Sensitive radioactive material secu-
rity.”.

SEC. 436J. AUTHORIZATION OF APPROPRIA-

TIONS.

(&) IN GENERAL.—There are authorized to
be appropriated such sums as are necessary
to carry out the amendments made by this
title.

(b) AGGREGATE AMOUNT OF CHARGES.—Sec-
tion 6101 of the Omnibus Budget Reconcili-
ation Act of 1990 (42 U.S.C. 2214(c)(2)(A)) is
amended—

(1) in clause (i), by striking ‘““‘and” at the
end,;

(2) in clause (ii), by striking the period at
the end and inserting “‘; and”” and

(3) by adding at the end the following:

“(iii) amounts appropriated to the Com-
mission for homeland security activities of
the Commission for the fiscal year, except
for the costs of fingerprinting and back-
ground checks required by section 149 of the
Atomic Energy Act of 1954 (42 U.S.C. 2169)
and the costs of conducting security inspec-
tions.”.

SA 1429. Mr. BREAUX submitted an
amendment intended to be proposed by
him to the bill S. 14, to enhance the en-
ergy security of the United States, and
for other purposes; which was ordered
to lie on the table; as follows:

On page 89, line 24, insert ““(including roof-
ing)’”’ after ‘‘system’’.

On page 91, line 11, strike ‘““and”.

On page 91, line 15, strike the period and
insert *“, and”.

On page 91, between lines 15 and 16, insert
the following:

“(111) which has a roof which meets the re-
quirements for reflective roofs under the En-
ergy Star program of the Environmental
Protection Agency.

On page 104, line 19, strike “‘and’".

On page 104, between lines 19 and 20, insert
the following:

*“(5) 30 percent of the qualified energy effi-
cient reflective metal roof expenditures
made by the taxpayer during such year, and

On page 104, line 20, strike ““(5)”” and insert
“(6)”.

On page 106, line 5, strike “‘or a wind en-
ergy property” and insert ‘‘a wind energy
property, or a reflective metal roof”.

On page 106, line 9, strike ““(d)(6)”” and in-
sert ““(d)(7)”.

On page 108, between lines 22 and 23, insert
the following:

““(6) QUALIFIED ENERGY EFFICIENT REFLEC-
TIVE METAL ROOF EXPENDITURE.—The term
‘qualified energy efficient reflective metal
roof expenditure’ means an expenditure for
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pigmented coated metal roofs which meet or
exceed solar reflectivity standards estab-
lished for reflective roof products under the
Energy Star program of the Environmental
Protection Agency and which are installed
on a dwelling unit located in the United
States and used as a residence by the tax-
payer.

On page 108, line 23, strike ““(6)”” and insert
“(n.

(O)n page 110, line 8, strike ““(7)”” and insert
«(g)"

On page 110, line 11, strike “‘or (6)”” and in-
sert ““(6), or (7).

On page 110, line 15, strike ““(8)’” and insert
“(9).
(O)n page 139, line 8, insert *‘, or, in the case
of roofs, in accordance with the require-
ments for reflective roof products under the
Energy Star program of the Environmental
Protection Agency’’ before the comma.

On page 145, line 19, insert “‘(including
roofing)’’ after ‘“‘system”.

SA 1430. Mr. BREAUX submitted an
amendment intended to be proposed by
him to the bill S. 14, to enhance the en-
ergy security of the United States, and
for other purposes; which was ordered
to lie on the table; as follows:

At the end of title VII of Division B, insert
the following:

SEC. . CREDIT FOR ELECTRICITY PRODUCED
FROM WIND ALLOWED AGAINST
REGULAR AND MINIMUM TAX.

(a) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax), as amended by this Act, is amended by
redesignating paragraph (6) as paragraph (7)
and by inserting after paragraph (5) the fol-
lowing new paragraph:

““(6) SPECIAL RULES FOR CREDIT FOR ELEC-
TRICITY PRODUCED FROM WIND.—

“(A) IN GENERAL.—INn the case of the wind
electricity credit—

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

““(ii) in applying paragraph (1) to such cred-
it—

“(1) the tentative minimum tax shall be
treated as being zero, and

“(11) the limitation under paragraph (1) (as
modified by subclause (1)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the wind elec-
tricity credit).

“(B) WIND ELECTRICITY CREDIT.—For pur-
poses of this subsection, the term ‘wind elec-
tricity credit’ means the credit determined
under sections 45 to the extent that such
credit is attributable to electricity pro-
duced—

“(i) at a facility using wind to produce
electricity which is originally placed in serv-
ice after the date of the enactment of this
paragraph, and

““(ii) during the 4-year period beginning on
the date that such facility was originally
placed in service.””.

(b) CONFORMING AMENDMENTS.—Subclause
(1) of section 38(c)(2)(A)(ii), as amended by
this Act, subclause (II) of section
38(c)(3)(A)(ii), as amended by this Act, sub-
clause (I1) of section 38(c)(4)(A)(ii), as added
by this Act, and subclause (IlI) of section
38(c)(5)(A)(ii), as added by this Act, are each
amended by inserting ‘‘or the wind elec-
tricity credit” after ‘““Alaska natural gas
credit”.

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

SA 1431. Mr. GRASSLEY (for himself
and Mr. BAucus) submitted an amend-
ment intended to be proposed by him
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to the bill S. 14, to enhance the energy
security of the United States, and for
other purposes; which was ordered to
lie on the table; as follows:

In division B, beginning on page 66, line 4,
strike all through page 67, line 9.

Beginning on page 67, line 16, strike all
through page 69, line 25, and insert the fol-
lowing:

‘““‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the biodiesel fuels credit determined
under this section for the taxable year is an
amount equal to the sum of—

““(1) the biodiesel mixture credit, plus

““(2) the biodiesel credit.

‘“(b) DEFINITION OF BIODIESEL MIXTURE
CREDIT AND BIODIESEL CREDIT.—For purposes
of this section—

““(1) BIODIESEL MIXTURE CREDIT.—

“(A) IN GENERAL.—The biodiesel mixture
credit of any taxpayer for any taxable year
is 50 cents for each gallon of biodiesel used
by the taxpayer in the production of a quali-
fied biodiesel mixture.

““(B) QUALIFIED BIODIESEL MIXTURE.—The
term ‘qualified biodiesel mixture’ means a
mixture of biodiesel and diesel fuel which—

‘(i) is sold by the taxpayer producing such
mixture to any person for use as a fuel, or

“(ii) is used as a fuel by the taxpayer pro-
ducing such mixture.

“(C) SALE OR USE MUST BE IN TRADE OR
BUSINESS, ETC.—Biodiesel used in the produc-
tion of a qualified biodiesel mixture shall be
taken into account—

“(i) only if the sale or use described in sub-
paragraph (B) is in a trade or business of the
taxpayer, and

“(ii) for the taxable year in which such
sale or use occurs.

‘(D) CASUAL OFF-FARM PRODUCTION NOT ELI-
GIBLE.—No credit shall be allowed under this
section with respect to any casual off-farm
production of a qualified biodiesel mixture.

‘“(2) BIODIESEL CREDIT.—

“(A) IN GENERAL.—The biodiesel credit of
any taxpayer for any taxable year is 50 cents
for each gallon of biodiesel which is not in a
mixture with diesel fuel and which during
the taxable year—

“(i) is used by the taxpayer as a fuel in a
trade or business, or

“(ii) is sold by the taxpayer at retail to a
person and placed in the fuel tank of such
person’s vehicle.

“(B) USER CREDIT NOT TO APPLY TO BIO-
DIESEL SOLD AT RETAIL.—No credit shall be
allowed under subparagraph (A)(i) with re-
spect to any biodiesel which was sold in a re-
tail sale described in subparagraph (A)(ii).

““(3) CREDIT FOR AGRI-BIODIESEL.—

““(A) IN GENERAL.—Subject to subparagraph
(B), in the case of any biodiesel which is
agri-biodiesel, paragraphs (1)(A) and (2)(A)
shall be applied by substituting ‘$1.00" for ‘50
cents’.

““(B) CERTIFICATION FOR AGRI-BIODIESEL.—
Subparagraph (A) shall apply only if the tax-
payer described in paragraph (1)(A) or (2)(A)
obtains a certification (in such form and
manner as prescribed by the Secretary) from
the producer of the agri-biodiesel which
identifies the product produced.

On page 70, line 11, insert ‘“‘derived from
plant or animal matter’ after “‘acids”.

On page 71, strike lines 1 through 3.

On page 71, line 4, strike ‘““(4)”” and insert
“@d).

(O)n page 71, lines 17 through 19, strike “‘bio-
diesel mixture rate applicable under sub-
section (b)(1)(B)’ and insert ‘“‘rate applicable
under subsection (b)(1)(A)”.

On page 72, line 3, strike ‘““(5)”” and insert
“4)”.

(O)n page 73, between lines 3 and 4, insert
the following:

(2)(A) Section 87, as amended by this Act,
is amended—
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(i) by striking ““and” at the end of para-
graph (1),

(ii) by striking the period at the end of
paragraph (2) and inserting *“, and”’,

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

““(3) the biodiesel fuels credit determined
with respect to the taxpayer for the taxable
year under section 40B(a).”’, and

(iv) by striking ““fuel credit’” in the heading
and inserting ‘‘and biodiesel fuels credits’’.

(B) The item relating to section 87 in the
table of sections for part Il of subchapter B
of chapter 1 is amended by striking ‘‘fuel

credit” and inserting ‘“‘and biodiesel fuels
credits”.

On page 73, line 4, strike *“(2)”” and insert
“(3).

On page 73, line 11, strike ““(3)”’ and insert
“@4).

On page 76, strike lines 1 through 11 and in-
sert the following:

““(1) IN GENERAL.—For purposes of this sec-
tion, the biodiesel mixture credit is the prod-
uct of the applicable amount and the number
of gallons of biodiesel used by the taxpayer
in producing any qualified biodiesel mixture.

““(2) APPLICABLE AMOUNT.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the applicable amount is
50 cents.

““(B) AMOUNT FOR AGRI-BIODIESEL.—

‘(i) IN GENERAL.—Subject to clause (ii), in
the case of any biodiesel which is agri-bio-
diesel, the applicable amount is $1.00.

‘“(ii) CERTIFICATION FOR AGRI-BIODIESEL.—
Clause (i) shall apply only if the taxpayer de-
scribed in paragraph (1) obtains a certifi-
cation (in such form and manner as pre-
scribed by the Secretary) from the producer
of the agri-biodiesel which identifies the
product produced.

On page 76, line 21, strike ‘“‘agri-biodiesel””
and insert “‘biodiesel”.

On page 77, lines 1 and 2, strike ‘‘agri-bio-
diesel’”” and insert “‘biodiesel”’.

On page 77, line 8, strike ‘‘agri-biodiesel”’
and insert “‘biodiesel”.

On page 77, between lines 14 and 15, insert
the following:

(b) REGISTRATION REQUIREMENT.—Section
4101(a) (relating to registration) is amended
by inserting ‘“‘and every person producing
biodiesel (as defined in section 40B(d)(1)) or
alcohol (as defined in section 6426(b)(4)(A))”’
after **4091"".

On page 77, line 15, strike “‘(b)’” and insert
“(c)".

(B)eginning on page 79, line 16, strike all
through page 80, line 17, and insert the fol-
lowing:

‘“(e) ALCOHOL OR BIODIESEL USED ToO
PRODUCE ALCOHOL FUEL AND BIODIESEL Mix-
TURES OR USED AS FUELS.—Except as pro-
vided in subsection (k)—

““(1) USED TO PRODUCE A MIXTURE.—If any
person produces a mixture described in sec-
tion 6426 in such person’s trade or business,
the Secretary shall pay (without interest) to
such person an amount equal to the alcohol
fuel mixture credit or the biodiesel mixture
credit with respect to such mixture.

““(2) Usebp As FUEL.—If alcohol (as defined
in section 40(d)(1)) or biodiesel (as defined in
section 40B(d)(1)) or agri-biodiesel (as defined
in section 40B(d)(2)) which is not in a mix-
ture with a taxable fuel (as defined in section
4083(a)(1))—

“(A) is used by any person as a fuel in a
trade or business, or

““(B) is sold by any person at retail to an-
other person and placed in the fuel tank of
such person’s vehicle,

the Secretary shall pay (without interest) to
such person an amount equal to the alcohol
credit (as determined under section 40(b)(2))
or the biodiesel credit (as determined under
section 40B(b)(2)) with respect to such fuel.
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““(3) COORDINATION WITH OTHER REPAYMENT
PROVISIONS.—No amount shall be payable
under paragraph (1) with respect to any mix-
ture with respect to which an amount is al-
lowed as a credit under section 6426.

““(4) TERMINATION.—This subsection shall
not apply with respect to—

“(A) any alcohol fuel mixture (as defined
in section 6426(b)(3)) or alcohol (as so de-
fined) sold or used after December 31, 2010,
and

““(B) any qualified biodiesel mixture (with-
in the meaning of section 6426(c)(1)) or bio-
diesel (as so defined) or agri-biodiesel (as so
defined) sold or used after December 31,
2005.”.

On page 82, line 4, strike ““(e)”” and insert

“e)(L)”. _ ) )
On page 84, line 8, strike “*(c)”” and insert
“(d)”.
On page 84, line 11, strike ‘““(d)”” and insert
“(e)”.

Beginning on page 86, line 25, strike “‘with
the” and all that follows through page 87,
line 2, and insert the following: ‘“‘with the
latest standards of chapter 4 of the Inter-
national Energy Conservation Code approved
by the Department of Energy before the con-
struction of such qualifying new home and
any applicable Federal minimum efficiency
standards for equipment,”.

On page 88, between lines 11 and 12, insert
the following:

““(3) PROVIDER LIMITATION.—ANy eligible
contractor who directly or indirectly pro-
vides the guarantee of energy savings under
a guarantee-based method of certification
described in subsection (d)(1)(D) shall not be
eligible to receive the credit allowed by this
section.

On page 89, line 2, insert “‘or system’’ after
““‘cooling equipment’’.

On page 90, line 10, strike “‘or”” and insert
a comma.

On page 90, line 11, insert ‘“‘or a guarantee-
based method,”” after ‘““method,”.

On page 91, strike lines 12 through 15 and
insert the following:

“(I) constructed in accordance with the
latest standards of chapter 4 of the Inter-
national Energy Conservation Code approved
by the Department of Energy before the con-
struction of such qualifying new home and
any applicable Federal minimum efficiency
standards for equipment.

On page 91, line 22, strike “Such” and all
that follows through page 92, line 2.

On page 92, between lines 2 and 3, insert
the following:

‘(D) GUARANTEE-BASED METHOD.—

“(i) IN GENERAL.—A guarantee-based meth-
od is a method which guarantees in writing
to the homeowner energy savings of either 30
percent or 50 percent over the 2000 Inter-
national Energy Conservation Code for heat-
ing and cooling costs. The guarantee shall be
provided for a minimum of 2 years and shall
fully reimburse the homeowner any heating
and cooling costs in excess of the guaranteed
amount.

““(ii) COMPUTER SOFTWARE.—Computer soft-
ware shall be selected by the provider to sup-
port the guarantee-based method certifi-
cation under clause (i). Such software shall
meet procedures and methods for calculating
energy and cost savings in regulations pro-
mulgated by the Secretary of Energy.

On page 92, line 9, insert “‘or a guarantee-
based method’ after ‘““method”.

On page 94, line 13, insert ‘“‘and guarantee-
based’” after “‘based”.

On page 105, strike lines 6 through 19 and
insert the following:

“(C) for property described in subsection
(d)(6)—

““(i) $150 for each electric heat pump water
heater,

““(ii) $125 for each advanced natural gas,
oil, propane furnace, or hot water boiler,
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“(iii) $150 for each advanced natural gas,
oil, or propane water heater,

““(iv) $50 for each natural gas, oil, or pro-
pane water heater,

“(v) $50 for an advanced main air circu-
lating fan,

“(vi) $150 for each advanced combination
space and water heating system,

““(vii) $50 for each combination space and
water heating system, and

““(viii) $250 for each geothermal heat pump.

On page 106, line 18, insert ‘“‘for property
described in subsection (d)(6)(B)(viii)”’ after
“(EER)”.

On page 109, strike lines 12 through 17.

On page 109, line 18, strike “‘(iii)”” and in-
sert “(ii)”.

On page 109, lines 18 and 19, strike ‘‘or pro-
pane furnace” and insert ‘“‘propane furnace,
or hot water boiler”.

On page 109, strike lines 22 through 25.

On page 110, strike lines 1 through 7 and in-
sert the following:

“(iif) an advanced natural gas, oil, or pro-
pane water heater which has an energy fac-
tor of at least 0.80 in the standard Depart-
ment of Energy test procedure,

“(iv) a natural gas, oil, or propane water
heater which has an energy factor of at least
0.65 but less than 0.80 in the standard Depart-
ment of Energy test procedure,

““(v) an advanced main air circulating fan
used in a new natural gas, propane, or oil-
fired furnace, including main air circulating
fans that use a brushless permanent magnet
motor or another type of motor which
achieves similar or higher efficiency at half
and full speed, as determined by the Sec-
retary,

“(vi) an advanced combination space and
water heating system which has a combined
energy factor of at least 0.80 and a combined
annual fuel utilization efficiency (AFUE) of
at least 78 percent in the standard Depart-
ment of Energy test procedure,

““(vii) a combination space and water heat-
ing system which has a combined energy fac-
tor of at least 0.65 but less than 0.80 and a
combined annual fuel utilization efficiency
(AFUE) of at least 78 percent in the standard
Department of Energy test procedure, and

“(viii) a geothermal heat pump which has
an energy efficiency ratio (EER) of at least
21.

On page 139, strike lines 7 and 8 and insert
the following: “meet or exceed the latest
prescriptive criteria for such component in
the International Energy Conservation Code
approved by the Department of Energy be-
fore the installation of such component,”.

On page 141, line 10, strike ““Such’ and all
that follows through line 15.

On page 141, line 19, strike “‘by”".

On page 146, strike lines 17 through 19 and
insert the following:

(1) IN GENERAL.—Section 25D(b), as added
by subsection (a), is amended—

(A) by striking “The credit”’ and inserting
the following:

““(1) DOLLAR AMOUNT.—The credit’’, and

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

On page 146, line 20, strike ““(3)’” and insert
“@.

On page 147, line 9, strike ““(b)(3)”” and in-
sert “(b)(2)".

On page 153, strike lines 13 and 14 and in-
sert the following:

“(B) uses an input of at least 75 percent
coal to produce at least 50 percent of its
thermal output as electricity,

On page 157, line 2, strike *‘section 45(d)”’
and insert ‘‘section 45(e)”’.

On page 177, line 21, strike ““(2), and (6)”
and insert ‘*, (2), and (6)"".

On page 180, after line 10, strike ““40.6”” both
places it appears and insert “*40.2”".

On page 180, after line 10, strike “40”” both
places it appears and insert ‘39",
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On page 181, between lines 3 and 4, strike
““43.6” both places it appears and insert
*43.9”".

On page 181, between lines 6 and 7, strike
““44.2” both places it appears and insert
46.3".

On page 181, between lines 6 and 7, strike

“43.9” and insert ““44.2”".

On page 182, line 11, strike ‘‘section 45(d)”’
and insert ‘“‘section 45(e)”".

On page 198, line 25, insert ‘““‘with respect to
any facility’’ after ‘“taxable year”.

On page 199, line 2, insert ‘“‘with respect to
such facility’” after “‘taxable year’’.

On page 199, line 9, strike “‘a small business
refiner’” and insert “‘any facility’.

On page 200, line 16, insert “‘for all facili-
ties of the taxpayer’ after ‘‘of which .

On page 200, line 18, strike *205,000"” and in-
sert ‘410,000,

On page 219, line 24, insert *‘, as amended
by this Act,”” after “‘rules)’.

On page 220, line 1, strike ““(9)”” and insert
““(10)”.

On page 222, strike lines 1 through 4 and in-
sert the following:

(e) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to fuel sold after the date
of the enactment of this Act, in taxable
years ending after such date.

(2) EXISTING FACILITIES.—The amendments
made by subsection (c) shall apply to fuel
sold after December 31, 2002, in taxable years
ending after such date.

On page 227, line 1, strike ‘“‘the taxpayer”’
and insert ‘“‘such person or entity”’.

On page 227, beginning on line 10, strike
“‘operating” and all that follows through
“production.” on line 12, and insert the fol-
lowing: ‘‘such persons or entities. Production
otherwise attributable to a United States
tax-exempt person or entity by reason of a
royalty interest shall be attributable to such
person or entity with respect to whom roy-
alty-in-value production remains or to whom
royalty-in-kind production is sold.”.

On page 228, line 7, strike ““15 years” and
insert “‘25 years”’.

On page 231, strike lines 4 and 5 and insert
the following:

“(B) is—

‘(i) placed in service after December 31,
2012, or

““(ii) treated as placed in service on Janu-
ary 1, 2013, if the taxpayer who places such
system in service before January 1, 2013,
elects such treatment.

On page 231, strike lines 14 through 17 and
insert the following:

‘“(d) EFFecTIVE DATE.—The amendments
made by this section shall apply to property
placed in service on or after the date of the
enactment of this Act.

On page 237, between lines 18 and 19, insert
the following:

SEC. 514. EXTENSION OF ENHANCED OIL RECOV-
ERY CREDIT TO CERTAIN ALASKA
FACILITIES.

(a) IN GENERAL.—Section 43(c)(1) (defining
qualified enhanced oil recovery costs) is
amended by adding at the end the following
new subparagraph:

‘(D) Any amount which is paid or incurred
during the taxable year to construct a gas
treatment plant which—

‘(i) is located in the area of the United
States (within the meaning of section 638(1))
lying north of 64 degrees North latitude,

‘“(ii) prepares Alaska natural gas (as de-
fined in section 45M(c)(1)) for transportation
through a pipeline with a capacity of at least
2,000,000,000,000 Btu of natural gas per day,
and

(iii) produces carbon dioxide which is in-
jected into hydrocarbon-bearing geological
formations.”.
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(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to costs
paid or incurred in taxable years beginning
after December 31, 2003.

SA 1432. Mr. FRIST proposed an
amendment to the bill S. 14, to enhance
the energy security of the United
States, and for other purposes; (in-
structions on pending motion to com-
mit) as follows:

Strike all after the first word and insert in
lieu thereof the following:

SECTION 1. SHORT TITLE.

This Act may be cited as ““The Energy Pol-
icy Act of 2003"".

SEC. 2. TABLE OF CONTENTS.

The table of contents for this Act is as fol-
lows:

Sec. 1. Short title.
Sec. 2. Table of contents.

TITLE I—OIL AND GAS
Subtitle A—Production Incentives

101. Permanent authority to operate
the Strategic Petroleum Re-
serve and other energy pro-
grams.

Study on inventory of petroleum
and natural gas storage.

Program on oil and gas royalties in
kind.

Marginal property production
centives.

Comprehensive inventory of OCS
oil and natural gas resources.
Royalty relief for deep water pro-

duction.

Alaska offshore royalty suspension.

Orphaned, abandoned, or idled wells
on Federal lands.

Incentives for natural gas produc-
tion from deep wells in the
shallow waters of the Gulf of
Mexico.

Alternate energy-related uses on
the Outer Continental Shelf.

Coastal impact assistance.

National Energy Resource Data-
base.

Oil and gas lease acreage limita-
tion.

Assessment of dependence of State
of Hawaii on oil.

Subtitle B—Access to Federal Lands

Sec.

Sec. 102.

Sec. 103.

Sec. 104. in-

Sec. 105.
Sec. 106.

107.
108.

Sec.
Sec.

Sec. 109.
Sec. 110.

111.
112.

Sec.
Sec.
Sec. 113.

Sec. 114.

Sec. 121. Office of Federal Energy Permit
Coordination.

Sec. 122. Pilot Project to improve Federal
permit coordination.

Sec. 123. Federal onshore leasing programs
for oil and gas.

Sec. 124. Estimates of oil and gas resources
underlying onshore Federal
lands.

Sec. 125. Split-Estate Federal oil and gas
leasing and development prac-
tices.

Sec. 126. Coordination of Federal agencies to

establish priority energy trans-
mission rights-of-way.
Subtitle C—Alaska Natural Gas Pipeline

Sec. 131. Short title.

Sec. 132. Definitions.

Sec. 133. Issuance of certificate of public
convenience and necessity.

Sec. 134. Environmental reviews.

Sec. 135. Pipeline expansion.

Sec. 136. Federal coordinator.

Sec. 137. Judicial review.

Sec. 138. State jurisdiction over in-state de-
livery of natural gas.

Sec. 139. Study of alternative means of con-
struction.

Sec. 140. Clarification of ANGTA status and

authorities.
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141.
142.

Sec.
Sec.

Sense of Congress.

Participation of small
concerns.

Alaska pipeline construction train-
ing program.

Loan guarantee.

Sense of Congress on natural gas
demand.
TITLE 11I—COAL

Subtitle A—Clean Coal Power Initiative

business
Sec. 143.

144,
145.

Sec.
Sec.

Sec. 201. Authorization of appropriations.

Sec. 202. Project criteria.

Sec. 203. Reports.

Sec. 204. Clean Coal Centers of Excellence.

Subtitle B—Federal Coal Leases

Sec. 211. Repeal of the 160-acre limitation
for coal leases.

Sec. 212. Mining plans.

Sec. 213. Payment of advance royalties
under coal leases.

Sec. 214. Elimination of deadline for submis-
sion of coal lease operation and
reclamation plan.

Sec. 215. Application of amendments.

Subtitle C—Powder River Basin

Sec. 221. Resolution of Federal resource de-
velopment conflicts in the Pow-
der River Basin.

TITLE I1I—INDIAN ENERGY

Sec. 301. Short title.

Sec. 302. Office of Indian energy policy and
programs.

Sec. 303. Indian energy.

“TITLE XXVI—INDIAN ENERGY

““‘Sec. 2601. Definitions.

““‘Sec. 2602. Indian tribal energy resource devel-
opment.

““‘Sec. 2603. Indian tribal energy resource regu-
lation.

““‘Sec. 2604. Leases, business agreements, and
rights-of-way involving energy
development or transmission.

““‘Sec. 2605. Federal Power Marketing Adminis-
trations.

““‘Sec. 2606. Indian mineral development review.

““Sec. 2607. Wind and hydropower feasibility
study.

Sec. 304. Four Corners transmission line
project.

Sec. 305. Energy efficiency in federally as-
sisted housing.
Sec. 306. Consultation with Indian tribes.

TITLE IV—NUCLEAR
Subtitle A—Price-Anderson Amendments

Sec. 401. Short title.

Sec. 402. Extension of indemnification au-
thority.

Sec. 403. Maximum assessment.

Sec. 404. Department of energy liability
limit.

Sec. 405. Incidents outside the United
States.

Sec. 406. Reports.

Sec. 407. Inflation adjustment.

Sec. 408. Treatment of modular reactors.

Sec. 409. Applicability.

Sec. 410. Civil penalties.

Subtitle B—Deployment of Commercial
Nuclear Plants

421. Short title.

422. Definitions.

423. Responsibilities of the Secretary of
Energy.

Sec. 424. Limitations.

Sec. 425. Regulations.

Subtitle C—Advanced Reactor Hydrogen Co-
Generation Project

431. Project establishment.

432. Project definition.

433. Project management.

434. Project requirements.

435. Authorization of appropriations.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
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Subtitle D—Miscellaneous Matters

Sec. 441. Uranium sales and transfers.
Sec. 442. Decommissioning Pilot Program.

TITLE V—RENEWABLE ENERGY
Subtitle A—General Provisions

501. Assessment of renewable energy re-
sources.

Renewable energy production in-
centive.

Renewable energy on Federal lands.

Federal purchase requirement.

Insular area renewable and energy
efficient plans.

Subtitle B—Hydroelectric Relicensing

Sec.

Sec. 502.
503.
504.
505.

Sec.
Sec.
Sec.

Sec. 511. Alternative conditions and
fishways.

Subtitle C—Geothermal Energy

Sec. 521. Competitive lease sale require-
ments.

Sec. 522. Geothermal leasing and permitting
on Federal lands.

Sec. 523. Leasing and permitting on federal
lands withdrawn for military
purposes.

Sec. 524. Reinstatement of leases terminated
for failure to pay rent.

Sec. 525. Royalty reduction and relief.

Sec. 526. Royalty exemption for direct use of
low temperature geothermal
energy resources.

Subtitle D—Biomass Energy

Sec. 531. Definitions.

Sec. 532. Biomass Commercial Utilization
Grant Program.

Sec. 533. Improved Biomass Utilization
Grant Program.

Sec. 534. Report.

TITLE VI—ENERGY EFFICIENCY
Subtitle A—Federal Programs

Sec. 601. Energy management requirements.

Sec. 602. Energy use measurement and ac-
countability.

Sec. 603. Federal building performance
standards.

Sec. 604. Energy savings performance con-
tracts.

Sec. 605. Procurement of energy efficient
products.

Sec. 606. Congressional building efficiency.

Sec. 607. Increased Federal use of recovered
mineral components in feder-
ally funded projects involving
procurement of cement or con-
crete.

Sec. 608. Utility energy service contracts.

Sec. 609. Study of energy efficiency stand-
ards.
Subtitle B—State and Local Programs
Sec. 611. Low Income Community Energy ef-
ficiency Pilot Program.
Sec. 612. Energy efficient public buildings.

Sec. 613. Energy Efficient Appliance Rebate
Programs.

Subtitle C—Consumer Products

Sec. 621. Energy conservation standards for
additional products.

Sec. 622. Energy labeling.

Sec. 623. Energy Star Program.

Sec. 624. HVAC Maintenance Consumer Edu-
cation Program.

Subtitle D—Public Housing

Sec. 631. Capacity building for energy-effi-
cient, affordable housing.

Sec. 632. Increase of CDBG public services
cap for energy conservation and
efficiency activities.

Sec. 633. FHA mortgage insurance incen-
tives for energy efficient hous-
ing.

Sec. 634. Public housing capital fund.

Sec. 635. Grants for energy-conserving im-

provements for assisted hous-
ing.
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North American
Bank.
Energy-efficient appliances.
Sec. 638. Energy efficiency standards.
Sec. 639. Energy strategy for HUD.
TITLE VII—NTRANSPORTATION FUELS
Subtitle A—Alternative Fuel Programs

Sec. 701. Use of alternative fuels by dual-
fueled vehicles.

Fuel use credits.

Neighborhood electric vehicles.

Credits for medium and heavy duty
dedicated vehicles.

Alternative fuel infrastructure.

Incremental cost allocation.

Review of Alternative Fuel
grams.

High occupancy vehicle exception.

Alternate compliance and flexi-
bility.

Subtitle B—Automobile Fuel Economy

Sec. 636. Development

Sec. 637.

702.
703.
704.

Sec.
Sec.
Sec.

705.
706.
707.

Sec.
Sec.
Sec. Pro-
708.
709.

Sec.
Sec.

Sec. 711. Automobile fuel economy stand-
ards.

Sec. 712. Dual-fueled automobiles.

Sec. 713. Federal fleet fuel economy.

Sec. 714. Railroad efficiency.

Sec. 715. Reduction of engine idling in

heavy-use vehicles.
TITLE VIII—HYDROGEN
Subtitle A—Basic Research Programs

Sec. 801. Short Title.

Sec. 802. Matsunaga act amendment.

Sec. 803. Hydrogen transportation and fuel
initiative.

Interagency task force and coordi-
nation plan.

805. Review by the national academies.

Subtitle B—Demonstration Programs

811. Definitions.

812. Hydrogen vehicle demonstration
program.

Stationary fuel cell demonstration
program.

Hydrogen demonstration programs
in national parks.

International demonstration pro-
gram.

Tribal stationary hybrid power
demonstration.

Distributed Generation Pilot Pro-
gram.

Subtitle C—Federal Programs

821. Public education and training.

822. Hydrogen transition strategic plan-
ning.

Minimum federal
ment.

Stationary fuel cell
quirement.

825. Department of energy strategy.

TITLE IX—RESEARCH AND
DEVELOPMENT

901. Short title.
902. Goals.
903. Definitions.

Subtitle A—Energy Efficiency

911. Energy efficiency.

912. Next generation lighting initiative.

913. National building performance ini-
tiative.

Secondary electric vehicle battery
use program.

Energy efficiency science
tive.

Subtitle B—Distributed Energy and Electric
Energy Systems

Distributed energy and electric en-
ergy systems.

Hybrid distributed power systems.

High Power Density Industry Pro-
gram.

Micro-cogeneration energy tech-
nology.

Sec. 804.

Sec.

Sec.
Sec.

Sec. 813.

Sec. 814.

Sec. 815.

Sec. 816.

Sec. 817.

Sec.
Sec.
823. fleet

Sec. require-

Sec. 824. purchase re-

Sec.

Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec. 914.

Sec. 915. initia-

Sec. 921.

Sec. 922.
Sec. 923.

Sec. 924.
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Sec. 925. Distributed energy technology
demonstration program.
Sec. 926. Office of electric transmission and
distribution.
927. Electric Transmission
tribution Programs.
Subtitle C—Renewable Energy
931. Renewable energy.
932. Bioenergy Programs.
933. Biodiesel Engine Testing Program.
934. Concentrating Solar Power Re-
search Program.
Miscellaneous projects.
Subtitle D—Nuclear Energy
Nuclear energy.
Nuclear Energy Research Pro-
grams.
Advanced fuel cycle initiative.
University nuclear science and en-
gineering support.
Security of nuclear facilities.
Alternatives to industrial
active sources.

Subtitle E—Fossil Energy

Fossil energy.

QOil and Gas Research Programs.

Research and development for coal
mining technologies.

Coal and Related Technologies Pro-
gram.
Complex well
facility.

Subtitle F—Science

Science.

United States
ITER.

Spallation neutron source.

Support for science and energy fa-
cilities and infrastructure.

Catalysis Research Program.

Nanoscale science and engineering
research.

Advanced scientific computing for
energy missions.

Genomes to Life Program.

Fission and Fusion Energy Mate-
rials Research Program.

Energy-Water Supply Technologies
Program.

Subtitle G—Energy and Environment

Sec. and Dis-

Sec.
Sec.
Sec.
Sec.

Sec. 935.

941.
942.

Sec.
Sec.

943.
944.

Sec.
Sec.

945.
946.

Sec.

Sec. radio-

951.
952.
953.

Sec.
Sec.
Sec.

Sec. 954.

Sec. 955. technology testing

961.
962.

Sec.
Sec. participation in
963.
964.

Sec.
Sec.

965.
966.

Sec.
Sec.
Sec. 967.

968.
969.

Sec.
Sec.

Sec. 970.

Sec. 971. United States-Mexico energy tech-
nology cooperation.

Sec. 972. Coal technology loan.

Subtitle H—Management

Sec. 981. Availability of funds.

Sec. 982. Cost sharing.

Sec. 983. Merit review of proposals.

Sec. 984. External Technical Review of De-
partmental Programs.

Sec. 985. Improved coordination of tech-
nology transfer activities.

Sec. 986. Technology Infrastructure Pro-
gram.

Sec. 987. Small business advocacy and as-
sistance.

Sec. 988. Mobility of scientific and technical
personnel.

Sec. 989. National Academy of Sciences Re-
port.

Sec. 990. Outreach.

Sec. 991. Competitive award of management
contracts.

Sec. 992. Reprogramming.

Sec. 993. Construction with other laws.

Sec. 994. Improved coordination and man-
agement of civilian science and
technology programs.

Sec. 995. Educational Programs in science
and mathematics.

Sec. 996. Other transactions authority.

Sec. 997. Report on Research and Develop-

ment Program Evaluation
Methodologies.
TITLE X—PERSONNEL AND TRAINING
Sec. 1001. Workforce trends and traineeship
grants.
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Sec. 1002. Research fellowships in energy re-
search.
Training guidelines for electric
energy industry personnel.
National center on energy man-
agement and building tech-
nologies.
Improved access to energy-related
scientific and technical careers.
National power plant operations
technology and education cen-
ter.
1007. Federal mine inspectors.
TITLE XI—ELECTRICITY
1101. Definitions.
Subtitle A—Reliability
1111. Electric reliability standards.
Subtitle B—Regional Markets
1121. Implementation date for proposed
rulemaking for standard mar-
ket design.
1122. Sense of the Congress on Regional
Transmission Organizations.
1123. Federal utility participation in re-
gional transmission organiza-
tions.
Sec. 1124. Regional consideration of com-
petitive wholesale markets.
Subtitle C—Improving Transmission Access
and Protecting Service Obligations
Sec. 1131. Service obligation security and
parity.
Sec. 1132. Open non-discriminatory access.
Sec. 1133. Transmission infrastructure
vestment.

Subtitle D—Amendments to the Public
Utility Regulatory Policies Act of 1978

Sec. 1003.

Sec. 1004.

Sec. 1005.

Sec. 1006.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

in-

Sec. 1141. Net metering.

Sec. 1142. Smart metering.

Sec. 1143. Adoption of additional standards.
Sec. 1144. Technical assistance.

Sec. 1145. Cogeneration and small power pro-

duction purchase and sale re-
quirements.
Sec. 1146. Recovery of costs.
Subtitle E—Provisions Regarding the Public
Utility Holding Company Act of 1935
1151. Definitions.
1152. Repeal of the Public Utility Hold-
ing Company Act of 1935.
Federal access to books
records.
State access to books and records.
Exemption authority.
Affiliate transactions.
Applicability.
Effect on other regulations.
Enforcement.
Savings provisions.
Implementation.
Transfer of resources.
Effective date.
Conforming amendment to the
Federal Power Act.
Subtitle F—Market Transparency, Anti-
Manipulation and Enforcement
1171. Market transparency rules.
1172. Market manipulation.
1173. Enforcement.
1174. Refund effective date.
Subtitle G—Consumer Protections
1181. Consumer privacy.
1182. Unfair trade practices.
1183. Definitions.
Subtitle H—Technical Amendments
1191. Technical amendments.
TITLE I—OIL AND GAS
Subtitle A—Production Incentives
101. PERMANENT AUTHORITY TO OPERATE
THE STRATEGIC PETROLEUM RE-

SERVE AND OTHER ENERGY PRO-
GRAMS.

(a) AMENDMENT TO TITLE | OF THE ENERGY
PoLicy AND CONSERVATION AcCT.—Title | of

Sec.
Sec.
Sec. 1153. and
1154.
1155.
1156.
1157.
1158.
1159.
1160.
1161.
1162.
1163.
1164.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.

Sec.

SEC.
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the Energy Policy and Conservation Act (42
U.S.C. 6211 et seq.) is amended—

(1) by striking section 166 (42 U.S.C. 6246)
and inserting—

‘“AUTHORIZATION OF APPROPRIATIONS

““SEC. 166. There are authorized to be ap-
propriated to the Secretary such sums as
may be necessary to carry out this part and
part D, to remain available until expended.”’;

(2) by striking section 186 (42 U.S.C.
6250(e)); and

(3) by striking part E (42 U.S.C. 6251); relat-
ing to the expiration of title I of the Act).

(b) AMENDMENT TO TITLE Il OF THE ENERGY
PoLicY AND CONSERVATION AcT.—Title Il of
the Energy Policy and Conservation Act (42
U.S.C. 6271 et seq.) is amended—

(1) by striking section 256(h) (42 U.S.C.
6276(h)) and inserting—

““(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary such sums as may be nec-
essary to carry out this part, to remain
available until expended.”;

(2) by inserting before section 273 (42 U.S.C.
6283) the following:

“PART C—SUMMER FILL AND FUEL BUDGETING
PROGRAMS™’;

(3) by striking section 273(e) (42 U.S.C.
6283(e)); relating to the expiration of summer
fill and fuel budgeting programs); and

(4) by striking part D (42 U.S.C. 6285); relat-
ing to the expiration of title Il of the Act).

(c) TECHNICAL AMENDMENTS.—The table of
contents for the Energy Policy and Con-
servation Act is amended—

(1) by amending the items relating to part
D of title | to read as follows:

“PART D—NORTHEAST HOME HEATING

OIL RESERVE
Establishment.
Authority.
Conditions for release; plan.
Northeast Home Heating Oil Re-
serve Account.
““‘Sec. 185. Exemptions.”’;

(2) by amending the items relating to part

C of title Il to read as follows:
“PART C—SUMMER FILL AND FUEL
BUDGETING PROGRAMS
““Sec. 273. Summer fill and fuel budgeting
programs.’’;

181.
182.
183.
184.

“‘Sec.
“‘Sec.
“‘Sec.
“‘Sec.

and

(3) by striking the items relating to part D
of title II.

(d) NORTHEAST HOME HEATING OIlL.—Sec-
tion 183(b)(1) of the Energy Policy and Con-
servation Act (42 U.S.C. 6250(b)(1)) is amend-
ed by striking all after “‘increases’ through
to ‘““mid-October through March’ and insert-
ing ‘‘by more than 60 percent over its 5-year
rolling average for the months of mid-Octo-
ber through March (considered as a heating
season average)’’.

SEC. 102. STUDY ON INVENTORY OF PETRO-

LEUM AND NATURAL GAS STORAGE.

(a) DEFINITION.—For purposes of this sec-
tion “‘petroleum’ means crude oil, motor
gasoline, jet fuel, distillates and propane.

(b) STUDY.—The Secretary of Energy shall
conduct a study on petroleum and natural
gas storage capacity and operational inven-
tory levels, nationwide and by major geo-
graphical regions.

(c) CONTENTS.—The study shall address—

(1) historical normal ranges for petroleum
and natural gas inventory levels;

(2) historical and projected storage capac-
ity trends;

(3) estimated operation inventory levels
below which outages, delivery slowdown, ra-
tioning, interruptions in service or other in-
dicators of shortage begin to appear;

(4) explanations for inventory levels drop-
ping below normal ranges; and

(5) the ability of industry to meet U.S. de-
mand for petroleum and natural gas without



S10344

shortages or price spikes, when inventory
levels are below normal ranges.

(d) REPORT TO CONGRESS.—Not later than
one year from enactment of this Act, the
Secretary of Energy shall submit a report to
Congress on the results of the study, includ-
ing findings and any recommendations for
preventing future supply shortages.

SEC. 103. PROGRAM ON OIL AND GAS ROYALTIES
IN KIND.

(a) APPLICABILITY OF SECTION.—Notwith-
standing any other provision of law, the pro-
visions of this section shall apply to all roy-
alties-in-kind accepted by the Secretary (re-
ferred to in this section as ‘‘Secretary’’)
under any Federal oil or gas lease or permit
under section 36 of the Mineral Leasing Act
(30 U.S.C. 192), section 27 of the Outer Conti-
nental Shelf Lands Act (43 U.S.C. 1353), or
any other mineral leasing law beginning on
the date of the enactment of this Act
through September 30, 2013.

(b) TERMS AND CONDITIONS.—AII royalty ac-
cruing to the United States under any Fed-
eral oil or gas lease or permit under the Min-
eral Leasing Act (30 U.S.C. 181 et seq.) or the
Outer Continental Shelf Lands Act (43 U.S.C.
1331 et seq.) shall, on the demand of the Sec-
retary, be paid in oil or gas. If the Secretary
makes such a demand, the following provi-
sions apply to such payment:

(1) Delivery by, or on behalf of, the lessee
of the royalty amount and quality due under
the lease satisfies the lessee’s royalty obliga-
tion for the amount delivered, except that
transportation and processing reimburse-
ments paid to, or deductions claimed by, the
lessee shall be subject to review and audit.

(2) Royalty production shall be placed in
marketable condition by the lessee at no
cost to the United States.

(3) The Secretary may—

(A) sell or otherwise dispose of any royalty
production taken in kind (other than oil or
gas transferred under section 27(a)(3) of the
Outer Continental Shelf Lands Act (43 U.S.C.
1353(a)(3)) for not less than the market price;
and

(B) transport or process (or both) any roy-
alty production taken in kind.

(4) The Secretary may, notwithstanding
section 3302 of title 31, United States Code,
retain and use a portion of the revenues from
the sale of oil and gas royalties taken in
kind that otherwise would be deposited to
miscellaneous receipts, without regard to
fiscal year limitation, or may use royalty
production, to pay the cost of—

(A) transporting the royalty production;

(B) processing the royalty production;

(C) disposing of the royalty production; or

(D) any combination of transporting, proc-
essing, and disposing of the royalty produc-
tion.

(5) The Secretary may not use revenues
from the sale of oil and gas royalties taken
in kind to pay for personnel, travel, or other
administrative costs of the Federal Govern-
ment.

(6) Notwithstanding the provisions of para-
graph 5, the Secretary may use a portion of
the revenues from the sale of oil royalties
taken in kind, without fiscal year limita-
tion, to pay transportation costs, salaries,
and other administrative costs directly re-
lated to filling the Strategic Petroleum Re-
serve.

(c) REIMBURSEMENT OF CosT.—If the lessee,
pursuant to an agreement with the United
States or as provided in the lease, processes
the royalty gas or delivers the royalty oil or
gas at a point not on or adjacent to the lease
area, the Secretary shall—

(1) reimburse the lessee for the reasonable
costs of transportation (not including gath-
ering) from the lease to the point of delivery
or for processing costs; or

(2) allow the lessee to deduct such trans-
portation or processing costs in reporting
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and paying royalties in value for other Fed-
eral oil and gas leases.

(d) BENEFIT TO THE UNITED STATES RE-
QUIRED.—The Secretary may receive oil or
gas royalties in kind only if the Secretary
determines that receiving such royalties pro-
vides benefits to the United States greater
than or equal to those likely to have been re-
ceived had royalties been taken in value.

(e) REPORT TO CONGRESS.—

(1) No later than September 30, 2005, the
Secretary shall provide a report to Congress
that addresses—

(A) actions taken to develop business proc-
esses and automated systems to fully sup-
port the royalty-in-kind capability to be
used in tandem with the royalty-in-value ap-
proach in managing Federal oil and gas rev-
enue; and

(B) future royalty-in-kind business oper-
ation plans and objectives.

(2) For each of the fiscal years 2004 through
2013 in which the United States takes oil or
gas royalties in kind from production in any
State or from the Outer Continental Shelf,
excluding royalties taken in kind and sold to
refineries under subsections (h), the Sec-
retary shall provide a report to Congress de-
scribing—

(A) the methodology or methodologies used
by the Secretary to determine compliance
with subsection (d) , including performance
standard for comparing amounts received by
the United States derived from such royal-
ties-in-kind to amount likely to have been
received had royalties been taken in value;

(B) an explanation of the evaluation that
led the Secretary to take royalties-in-kind
from a lease or group of leases, including the
expected revenue effect of taking royalties-
in-kind;

(C) actual amounts received by the United
States derived from taking royalties-in-kind
and cost and savings incurred by the United
States associated with taking royalties-in-
kind, including but not limited to adminis-
trative savings and any new or increased ad-
ministrative costs; and

(D) an evaluation of other relevant public
benefits or detriments associated with tak-
ing royalties-in-kind.

(f) DEDUCTION OF EXPENSES.—

(1) Before making payments under section
35 of the Mineral Leasing Act (30 U.S.C. 191)
or section 8(g) of the Outer Continental Shelf
Lands Act (43 U.S.C. 1337(g)) of revenues de-
rived from the sale of royalty production
taken in kind from a lease, the Secretary of
the Interior shall deduct amounts paid or de-
ducted under subsections (b)(4) and (c), and
shall deposit such amounts to miscellaneous
receipts.

(2) If the Secretary allows the lessee to de-
duct transportation or processing costs
under subsection (c), the Secretary may not
reduce any payments to recipients of reve-
nues derived from any other Federal oil and
gas lease as a consequence of that deduction.

(g) CONSULTATION WITH STATES.—The Sec-
retary shall consult—

(1) with a State before conducting a roy-
alty-in-kind program under this section
within the State, and may delegate manage-
ment of any portion of the Federal royalty
in-kind program to such State except as oth-
erwise prohibited by Federal law; and

(2) annually with any State from which
Federal oil or gas royalty is being taken in
kind to ensure to the maximum extent prac-
ticable that the royalty-in-kind program
provides revenues to the State greater than
or equal to those likely to have been re-
ceived had royalties been taken in value.

(h) PROVISIONS FOR SMALL REFINERIES.—

(1) If the Secretary determines that suffi-
cient supplies of crude oil are not available
in the open market to refineries not having
their own source of supply for crude oil, the
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Secretary may grant preference to such re-
fineries in the sale of any royalty oil accru-
ing or reserved to the United States under
Federal oil and gas leases issued under any
mineral leasing law, for processing or use in
such refineries at private sale at not less
than the market price.

(2) In disposing of oil under this sub-
section, the Secretary may prorate such oil
among such refineries in the area in which
the oil is produced.

(i) DISPOSITION TO FEDERAL AGENCIES.—

(1) Any royalty oil or gas taken by the Sec-
retary in kind from onshore oil and gas
leases may be sold at not less than market
price to any department or agency of the
United States.

(2) Any royalty oil or gas taken in kind
from Federal oil and gas leases on the outer
Continental Shelf may be disposed of only
under section 27 of the Outer Continental
Shelf Lands Act (43 U.S.C. 1353).

(J) PREFERENCE FOR FEDERAL LOW-INCOME
ENERGY ASSISTANCE PROGRAMS.—In disposing
of royalty oil or gas taken in kind under this
section, the Secretary may grant a pref-
erence to any person, including any State or
Federal agency, for the purpose of providing
additional resources to any Federal low-in-
come energy assistance program.

SEC. 104. MARGINAL PROPERTY PRODUCTION IN-
CENTIVES.

(@) MARGINAL PROPERTY DEFINED.—Until
such time as the Secretary of the Interior
issues rules under subsection (e) that pre-
scribe a different definition, for purposes of
this section, the term ‘““marginal property”
means an onshore unit, communitization
agreement, or lease not within a unit or
communitization agreement that produces
on average the combined equivalent of less
than 15 barrels of oil per well per day or 90
million British thermal units of gas per well
per day calculated based on the average over
the three most recent production months, in-
cluding only those wells that produce more
than half the days in the three most recent
production months.

(b) CONDITIONS FOR REDUCTION OF ROYALTY
RATE.—Until such time as the Secretary of
the Interior promulgates rules under sub-
section (e) that prescribe different thresh-
olds or standards, the Secretary shall reduce
the royalty rate on—

(1) oil production from marginal properties
as prescribed in subsection (c) when the spot
price of West Texas Intermediate crude oil at
Cushing, Oklahoma, is, on average, less than
$15 per barrel for 90 consecutive trading
days; and

(2) gas production from marginal prop-
erties as prescribed in subsection (c) when
the spot price of natural gas delivered at
Henry Hub, Louisiana, is, on average, less
than $2.00 per million British thermal units
for 90 consecutive trading days.

(c) REDUCED ROYALTY RATE.—

(1) When a marginal property meets the
conditions specified in subsection (b), the
royalty rate shall be the lesser of—

(A) 5 percent; or

(B) the applicable rate under any other
statutory or regulatory royalty relief provi-
sion that applies to the affected production.

(2) The reduced royalty rate under this
subsection shall be effective on the first day
of the production month following the date
on which the applicable price standard pre-
scribed in subsection (b) is met.

(d) TERMINATION OF REDUCED ROYALTY
RATE.—A royalty rate prescribed in sub-
section (d)(1)(A) shall terminate—

(1) on oil production from a marginal prop-
erty, on the first day of the production
month following the date on which—

(A) the spot price of West Texas Inter-
mediate crude oil at Cushing, Oklahoma, on
average, exceeds $15 per barrel for 90 con-
secutive trading days, or
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(B) the property no longer qualifies as a
marginal property under subsection (a); and

(2) on gas production from a marginal
property, on the first day of the production
month following the date on which—

(A) the spot price of natural gas delivered
at Henry Hub, Louisiana, on average, ex-
ceeds $2.00 per million British thermal units
for 90 consecutive trading days, or

(B) the property no longer qualifies as a
marginal property under subsection (a).

(e) RULES PRESCRIBING DIFFERENT RE-
LIEF.—

(1) The Secretary of the Interior, after con-
sultation with the Secretary of Energy, may
by rule prescribe different parameters,
standards, and requirements for, and a dif-
ferent degree or extent of, royalty relief for
marginal properties in lieu of those pre-
scribed in subsections (a) through (d).

(2) The Secretary of the Interior, after con-
sultation with the Secretary of Energy, and
within 1 year after the date of enactment of
this Act, shall, by rule,—

(A) prescribe standards and requirements
for, and the extent of royalty relief for, mar-
ginal properties for oil and gas leases on the
outer Continental Shelf; and

(B) define what constitutes a marginal
property on the outer Continental Shelf for
purposes of this section.

(3) In promulgating rules under this sub-
section, the Secretary of the Interior may
consider—

(A) oil and gas prices and market trends;

(B) production costs;

(C) abandonment costs;

(D) Federal and State tax provisions and
their effects on production economics;

(E) other royalty relief programs; and

(F) other relevant matters.

(f) SAVINGS PROVISION.—Nothing in this
section shall prevent a lessee from receiving
royalty relief or a royalty reduction pursu-
ant to any other law or regulation that pro-
vides more relief than the amounts provided
by this section.

SEC. 105. COMPREHENSIVE INVENTORY OF OCS
OIL AND NATURAL GAS RESOURCES.

(a) IN GENERAL.—The Secretary of the In-
terior shall conduct an inventory and anal-
ysis of oil and natural gas resources beneath
all of the waters of the United States Outer
Continental Shelf (““OCS’). The inventory
and analysis shall—

(1) use available data on oil and gas re-
sources in areas offshore of Mexico and Can-
ada that will provide information on trends
of oil and gas accumulation in areas of the
OCS;

(2) use any available technology, except
drilling, but including 3-D seismic tech-
nology to obtain accurate resource esti-
mates;

(3) analyze how resource estimates in OCS
areas have changed over time in regards to
gathering geological and geophysical data,
initial exploration, or full field development,
including areas such as the deepwater and
subsalt areas in the Gulf of Mexico;

(4) estimate the effect that understated oil
and gas resource inventories have on domes-
tic energy investments; and

(5) identify and explain how legislative,
regulatory, and administrative programs or
processes restrict or impede the development
of identified resources and the extent that
they affect domestic supply, such as mora-
toria, lease terms and conditions, oper-
ational stipulations and requirements, ap-
proval delays by the federal government and
coastal states, and local zoning restrictions
for onshore processing facilities and pipeline
landings.

(b) REPORTS.—The Secretary of Interior
shall submit a report to the Congress on the
inventory of estimates and the analysis of
restrictions or impediments, together with
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any recommendations, within six months of

the date of enactment of the section. The re-

port shall be publically available and up-

dated at least every five years.

SEC. 106. ROYALTY RELIEF FOR DEEP WATER
PRODUCTION.

(a) IN GENERAL.—For all tracts located in
water depths of greater than 400 meters in
the Western and Central Planning Area of
the Gulf of Mexico, including that portion of
the Eastern Planning Area of the Gulf of
Mexico encompassing whole lease blocks
lying west of 87 degrees, 30 minutes West lon-
gitude, any oil or gas lease sale under the
Outer Continental Shelf Lands Act (43 U.S.C.
1331 et seq.) occurring within 5 years after
the date of the enactment of this Act shall
use the bidding system authorized in section
8(a)(1)(H) of the Outer Continental Shelf
Lands Act (43 U.S.C. 1337(a)(1)(H)), except
that the suspension of royalties shall be set
at a volume of not less than—

(1) 5 million barrels of oil equivalent for
each lease in water depths of 400 to 800 me-
ters;

(2) 9 million barrels of oil equivalent for
each lease in water depths of 800 to 1,600 me-
ters; and

(3) 12 million barrels of oil equivalent for
each lease in water depths greater than 1,600
meters.

SEC. 107. ALASKA OFFSHORE ROYALTY SUSPEN-
SION.

Section 8(a)(3)(B) of the Outer Continental
Shelf Lands Act (43 U.S.C. 1337), is amended
with the following: add ‘‘and in the Planning
Areas offshore Alaska™ after ‘““West lon-
gitude’ and before ‘“‘the Secretary’.

SEC. 108. ORPHANED, ABANDONED OR IDLED
WELLS ON FEDERAL LANDS.

(a) IN GENERAL.—The Secretary of the In-
terior, in cooperation with the Secretary of
Agriculture, shall establish a program with-
in 1 year after the date of enactment of this
Act to remediate, reclaim, and close or-
phaned, abandoned, or idled oil and gas wells
located on lands administered by the land
management agencies within the Depart-
ment of the Interior and Agriculture. The
program shall—

(1) include a means of ranking orphaned,
abandoned, or idled well sites for priority in
remediation, reclamation and closure, based
on public health and safety, potential envi-
ronmental harm, and other land use prior-
ities;

(2) provide for identification and recovery
of the costs of remediation, reclamation and
closure from persons or other entities cur-
rently providing a bond or other financial as-
surance required under State or Federal law
for an oil or gas well that is orphaned, aban-
doned or idled; and

(3) provide for recovery from the persons or
entities identified under paragraph (2), or
their sureties or guarantors, of the costs of
remediation, reclamation, and closure of
such wells.

(b) COOPERATION AND CONSULTATIONS.—In
carrying out this program, the Secretary of
the Interior shall work cooperatively with
the Secretary of Agriculture and the States
within which the Federal lands are located
and consult with the Secretary of Energy
and the Interstate Oil and Gas Compact
Commission.

(c) PLAN.—Within 1 year after the date of
enactment of the section, the Secretary of
the Interior, in cooperation with the Sec-
retary of Agriculture, shall prepare a plan
for carrying out the program established
under subsection (a) and transmit copies of
the plan to the Congress.

(d) TECHNICAL ASSISTANCE PROGRAM FOR
NON-FEDERAL LANDS.—

(1) The Secretary of Energy shall establish
a program to provide technical assistance to
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the various oil and gas producing States to
facilitate State efforts over a 10-year period
to ensure a practical and economical remedy
for environmental problems caused by or-
phaned or abandoned oil and gas exploration
or production well sites on State or private
lands.

(2) The Secretary shall work with the
States, through the Interstate Oil and Gas
Compact Commission, to assist the States in
quantifying and mitigating environmental
risks of onshore orphaned abandoned oil or
gas wells on State and private lands.

(3) The program shall include—

(A) mechanisms to facilitate identifica-
tion, if possible, of the persons or other enti-
ties currently providing a bond or other form
of financial assurance required under State
or Federal law for an oil or gas well that is
orphaned or abandoned;

(B) criteria for ranking orphaned or aban-
doned well sites based on factors such as
public health and safety, potential environ-
mental harm, and other land use priorities;
and

(C) information and training programs on
best practices for remediation of different
types of sites.

(e) DEFINITION.—For purposes of this sec-
tion, a well is idled if it has been non-oper-
ational for 7 years and there is no antici-
pated beneficial use of the well.

(f) AUTHORIZATION.—To0 carry out this sec-
tion there is authorized to be appropriated to
the Secretary of the Interior $25,000,000 for
each of the fiscal years 2004 through 2008. Of
the amounts authorized, $5,000,000 is author-
ized for activities under subsection (d).

SEC. 109. INCENTIVES FOR NATURAL GAS PRO-
DUCTION FROM DEEP WELLS IN THE
SHALLOW WATERS OF THE GULF OF
MEXICO.

(a) ROYALTY INCENTIVE REGULATIONS.—Not
later than 90 days after enactment, the Sec-
retary of the Interior shall promulgate final
regulations providing royalty incentives for
natural gas produced from deep wells, as de-
fined by the Secretary, on oil and gas leases
issued under the Outer Continental Shelf
Lands Act (43 U.S.C. 1331 et seq.) and issued
prior to January 1, 2001, in shallow waters of
the Gulf of Mexico, wholly west of 87 degrees,
30 minutes West longitude that are less than
200 meters deep.

(b) ROYALTY INCENTIVE REGULATIONS FOR
ULTRA-DEEP GAS WELLS.—

(1) No later than 90 days after the date of
enactment of this Act, in addition to any
other regulations that may provide royalty
incentives for natural gas produced from
deep wells on oil and gas leases issued pursu-
ant to the Outer Continental Shelf Lands
Act (43 U.S.C. 1331 et seq.), the Secretary of
the Interior shall promulgate new regula-
tions granting royalty relief suspension vol-
umes of not less than 35 billion cubic feet
with respect to the production of natural gas
from ‘ultra deep wells’ on leases issued prior
to January 1, 2001, in shallow waters less
than 200 meters deep located in the Gulf of
Mexico wholly west of 87 degrees, 30 minutes
West longitude. For purposes of this sub-
section, the term ‘ultra deep wells’ means
wells drilled with a perforated interval, the
top of which is at least 20,000 feet true
vertical depth below the datum at mean sea
level.

(2) The Secretary shall not grant the roy-
alty incentives outlined in this subsection if
the average annual NYMEX natural gas
price exceeds for one full calendar year the
threshold price of $5 per million Btu, ad-
justed from the year 2000 for inflation.

(3) This subsection shall have no force or
effect after the end of the 5-year period be-
ginning on the date of the enactment of this
Act.
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SEC. 110. ALTERNATE ENERGY-RELATED USES ON
THE OUTER CONTINENTAL SHELF.

(a) AMENDMENT TO OUTER CONTINENTAL
SHELF LANDS AcT.—Section 8 of the Outer
Continental Shelf Lands Act (43 U.S.C. 1337)
is amended by adding at the end the fol-
lowing new subsection:

““(p) EASEMENTS OR RIGHTS-OF-WAY FOR EN-
ERGY AND RELATED PURPOSES.—

““(1) The Secretary may grant an easement
or right-of-way on the outer Continental
Shelf for activities not otherwise authorized
in this Act, the Deepwater Port Act of 1974
(33 U.S.C. 1501 et seq.), or the Ocean Thermal
Energy Conversion Act of 1980 (42 U.S.C. 9101
et seq.), or other applicable law when such
activities—

“(A) support exploration, development, or
production of oil or natural gas, except that
such easements or rights-of-way shall not be
granted in areas where oil and gas
preleasing, leasing and related activities are
prohibited by a Congressional moratorium or
a withdrawal pursuant to section 12 of this
Act;

““(B) support transportation of oil or nat-
ural gas;

““(C) produce or support production, trans-
portation, or transmission of energy from
sources other than oil and gas; or

‘(D) use facilities currently or previously
used for activities authorized under this Act.

“(2) The Secretary shall promulgate regu-
lations to ensure that activities authorized
under this subsection are conducted in a
manner that provides for safety, protection
of the environment, conservation of the nat-
ural resources of the outer Continental
Shelf, appropriate coordination with other
Federal agencies, and a fair return to the
Federal government for any easement or
right-of-way granted under this subsection.
Such regulations shall establish procedures
for—

(A) public notice and comment on pro-
posals to be permitted pursuant to this sub-
section;

(B) consultation and review by State and
local governments that may be impacted by
activities to be permitted pursuant to this
subsection;

(C) consideration of the coastal zone man-
agement program being developed or admin-
istered by an affected coastal State pursuant
to section 305 or section 306 of the Coastal
Zone Management Act of 1972 (16 U.S.C. 1454,
1455); and

(D) consultation with the Secretary of De-
fense and other appropriate agencies prior to
the issuance of an easement or right-of-way
under this subsection concerning issues re-
lated to national security and navigational
obstruction.

(3) The Secretary shall require the holder
of an easement or right-of-way granted
under this subsection to furnish a surety
bond or other form of security, as prescribed
by the Secretary, and to comply with such
other requirements as the Secretary may
deem necessary to protect the interests of
the United States.

““(4) This subsection shall not apply to any
area within the exterior boundaries of any
unit of the National Park System, National
Wildlife Refuge System, or National Marine
Sanctuary System, or any National Monu-
ment.

“(5) Nothing in this subsection shall be
construed to amend or repeal, expressly by
implication, the applicability of any other
law, including but not limited to, the Coast-
al Zone Management Act (16 U.S.C. 1455 et
seq.) or the National Environmental Policy
Act of 1969 (42 U.S.C. 4321 et seq.).”".

(b) CONFORMING AMENDMENT.—The text of
the heading for section 8 of the Outer Conti-
nental Shelf Lands Act is amended to read as
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follows: “‘Leases, Easements, and Rights-of-
Way on the Outer Continental Shelf.”.
SEC. 111. COASTAL IMPACT ASSISTANCE.

The Outer Continental Shelf Lands Act (43
U.S.C. 1331 et seq.) is amended by adding at
the end:

“SEC. 32. COASTAL IMPACT ASSISTANCE FAIR-
NESS PROGRAM.

‘“(a) DEFINITIONS.—When used in this sec-
tion:

‘(1) The term ‘coastal political subdivi-
sion’” means a county, parish, or any equiva-
lent subdivision of a Producing Coastal State
in all or part of which subdivision lies within
the coastal zone (as defined in section 304(1)
of the Coastal Zone Management Act (16
U.S.C. 1453(1))) and within a distance of 200
miles from the geographic center of any
leased tract.

““(2) The term ‘coastal population’ means
the population of all political subdivisions,
as determined by the most recent official
data of the Census Bureau, contained in
whole or in part within the designated coast-
al boundary of a State as defined in a State’s
coastal zone management program under the
Coastal Zone Management Act (16 U.S.C. 1451
et seq.).

““(3) The term ‘Coastal State’ has the same
meaning as provided by subsection 304(4) of
the Coastal Zone Management Act (16 U.S.C.
1453(4)).

‘“(4) The term ‘coastline’ has the same
meaning as the term ‘coast line’ as defined
in subsection 2(c) of the Submerged Lands
Act (43 U.S.C. 1301(c)).

“(5) The term ‘distance’ means the min-
imum great circle distance, measured in
statute miles.

‘“(6) The term ‘leased tract’ means a tract
maintained under section 6 or leased under
section 8 for the purpose of drilling for, de-
veloping, and producing oil and natural gas
resources.

“(7) The term ‘Producing Coastal State’
means a Coastal State with a coastal sea-
ward boundary within 200 miles from the ge-
ographic center of a leased tract other than
a leased tract within any area of the Outer
Continental Shelf where a moratorium on
new leasing was in effect as of January 1,
2002 unless the lease was issued prior to the
establishment of the moratorium and was in
production on January 1, 2002.

““(8) The term ‘qualified Outer Continental
Shelf revenues’ means all amounts received
by the United States from each leased tract
or portion of a leased tract lying seaward of
the zone defined and governed by section 8(g)
of this Act, or lying within such zone but to
which section 8(g) does not apply, the geo-
graphic center of which lies within a dis-
tance of 200 miles from any part of the coast-
line of any Producing Coastal State, includ-
ing bonus bids, rents, royalties (including
payments for royalties taken in kind and
sold), net profit share payments, and related
late payment interest. Such term shall only
apply to leases issued after January 1, 2003
and revenues from existing leases that oc-
curs after January 1, 2003. Such term does
not include any revenues from a leased tract
or portion of a leased tract that is included
within any area of the Outer Continental
Shelf where a moratorium on new leasing
was in effect as of January 1, 2002, unless the
lease was issued prior to the establishment
of the moratorium and was in production on
January 1, 2002.

““(9) The term ‘Secretary’ means the Sec-
retary of Interior.”

““(b) AUTHORIZATION.—For fiscal years 2004
through 2009, an amount equal to not more
than 12.5 percent of qualified Outer Conti-
nental Shelf revenues is authorized to be ap-
propriated for the purposes of this section.

“(c) IMPACT ASSISTANCE PAYMENTS TO
STATES AND POLITICAL SUBDIVISIONS.—The
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Secretary shall make payments from the
amounts available under this section to Pro-
ducing Coastal States with an approved
Coastal Impact Assistance Plan, and to
coastal political subdivisions as follows:

““(1) Of the amounts appropriated, the allo-
cation for each Producing Coastal State
shall be calculated based on the ratio of
qualified Outer Continental Shelf revenues
generated off the coastline of the Producing
Coastal State to the qualified Outer Conti-
nental Shelf revenues generated off the
coastlines of all Producing Coastal States for
each fiscal year. Where there is more than
one Producing Coastal State within 200 miles
of a leased tract, the amount of each Pro-
ducing Coastal State’s allocation for such
leased tract shall be inversely proportional
to the distance between the nearest point on
the coastline of such State and the geo-
graphic center of each leased tract or portion
of the leased tract (to the nearest whole
mile) that is within 200 miles of that coast-
line, as determined by the Secretary.

“(2) Thirty-five percent of each Producing
Coastal State’s allocable share as deter-
mined under paragraph (1) shall be paid di-
rectly to the coastal political subdivisions
by the Secretary based on the following for-
mula:

“(A) Twenty-five percent shall be allocated
based on the ratio of such coastal political
subdivision’s coastal population to the coast-
al population of all coastal political subdivi-
sions in the Producing Coastal State.

““(B) Twenty-five percent shall be allocated
based on the ratio of such coastal political
subdivision’s coastline miles to the coastline
miles of a coastal political subdivision in the
Producing Coastal State except that for
those coastal political subdivisions in the
State of Louisiana without a coastline, the
coastline for purposes of this element of the
formula shall be the average length of the
coastline of the remaining coastal subdivi-
sions in the state.

“(C) Fifty percent shall be allocated based
on the relative distance of such coastal polit-
ical subdivision from any leased tract used
to calculate the Producing Coastal State’s
allocation using ratios that are inversely
proportional to the distance between the
point in the coastal political subdivision
closest to the geographic center of each
leased tract or portion, as determined by the
Secretary, except that in the State of Alas-
ka, the funds for this element of the formula
shall be divided equally among the two clos-
est coastal political subdivisions. For pur-
poses of the calculations under this subpara-
graph, a leased tract or portion of a leased
tract shall be excluded if the leased tract or
portion is located in a geographic area where
a moratorium on new leasing was in effect
on January 1, 2002, unless the lease was
issued prior to the establishment of the mor-
atorium and was in production on January 1,
2002.

““(3) Any amount allocated to a Producing
Coastal State or coastal political subdivision
but not disbursed because of a failure to have
an approved Coastal Impact Assistance Plan
under this section shall be allocated equally
by the Secretary among all other Producing
Coastal States in a manner consistent with
this subsection except that the Secretary
shall hold in escrow such amount until the
final resolution of any appeal regarding the
disapproval of a plan submitted under this
section. The Secretary may waive the provi-
sions of this paragraph and hold a Producing
Coastal State’s allocable share in escrow if
the Secretary determines that such State is
making a good faith effort to develop and
submit, or update, a Coastal Impact Assist-
ance Plan.

““(4) For purposes of this subsection, cal-
culations of payments for fiscal years 2004



July 30, 2003

through 2006 shall be made using qualified
Outer Continental Shelf revenues received in
fiscal year 2003, and calculations of pay-
ments for fiscal years 2007 through 2009 shall
be made using qualified Outer Continental
Shelf revenues received in fiscal year 2006.

““(d) COASTAL IMPACT ASSISTANCE PLAN.—

‘(1) The Governor of each Producing
Coastal State shall prepare, and submit to
the Secretary, a Coastal Impact Assistance
Plan. The Governor shall solicit local input
and shall provide for public participation in
the development of the plan. The plan shall
be submitted to the Secretary by July 1,
2004. Amounts received by Producing Coastal
States and coastal political subdivisions
may be used only for the purposes specified
in the Producing Coastal State’s Coastal Im-
pact Assistance Plan.

“(2) The Secretary shall approve a plan
under paragraph (1) prior to disbursement of
amounts under this section. The Secretary
shall approve the plan if the Secretary deter-
mines that the plan is consistent with the
uses set forth in subsection (f) of this section
and if the plan contains—

“(A) the name of the State agency that
will have the authority to represent and act
for the State in dealing with the Secretary
for purposes of this section;

“(B) a program for the implementation of
the plan which describes how the amounts
provided under this section will be used;

“(C) a contact for each political subdivi-
sion and description of how coastal political
subdivisions will use amounts provided under
this section, including a certification by the
Governor that such uses are consistent with
the requirements of this section;

“(D) certification by the Governor that
ample opportunity has been accorded for
public participation in the development and
revision of the plan; and

“(E) measures for taking into account
other relevant Federal resources and pro-
grams.

“(3) The Secretary shall approve or dis-
approve each plan or amendment within 90
days of its submission.

“(4) Any amendment to the plan shall be
prepared in accordance with the require-
ments of this subsection and shall be sub-
mitted to the Secretary for approval or dis-
approval.

““(e) AUTHORIZED USES.—Producing Coastal
States and coastal political subdivisions
shall use amounts provided under this sec-
tion, including any such amounts deposited
in a State or coastal political subdivision ad-
ministered trust fund dedicated to uses con-
sistent with this subsection, in compliance
with Federal and State law and only for one
or more of the following purposes—

“(1) projects and activities for the con-
servation, protection or restoration of coast-
al areas including wetlands;

“(2) mitigating damage to fish, wildlife or
natural resources;

“(3) planning assistance and administra-
tive costs of complying with the provisions
of this section;

“(4) implementation of federally approved
marine, coastal, or comprehensive conserva-
tion management plans; and

“(5) mitigating impacts of Outer Conti-
nental Shelf activities through funding on-
shore infrastructure and public service
needs.

(f) CoMPLIANCE WITH AUTHORIZED USES.—If
the Secretary determines that any expendi-
ture made by a Producing Coastal State or
coastal political subdivision is not con-
sistent with the uses authorized in sub-
section (e) of this section, the Secretary
shall not disburse any further amounts under
this section to that Producing Coastal State
or coastal political subdivision until the
amounts used for the inconsistent expendi-
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ture have been repaid or obligated for au-

thorized uses.

SEC. 112. NATIONAL ENERGY RESOURCE DATA-
BASE.

(&) SHORT TITLE.—This section may be
cited as the ‘““National Energy Data Preser-
vation Program Act of 2003"".

(b) PROGRAM.—The Secretary of the Inte-
rior (in this section, referred to as ‘‘Sec-
retary’’) shall carry out a National Energy
Data Preservation Program in accordance
with this section—

(1) to archive geologic, geophysical, and
engineering data and samples related to en-
ergy resources including oil, gas, coal, and
geothermal resources;

(2) to provide a national catalog of such ar-
chival material; and

(3) to provide technical assistance related
to the archival material.

(c) ENERGY DATA ARCHIVE SYSTEM.—

(1) The Secretary shall establish, as a com-
ponent of the Program, an energy data ar-
chive system, which shall provide for the
storage, preservation, and archiving of sub-
surface, and in limited cases surface, geo-
logical, geophysical and engineering data
and samples. The Secretary, in consultation
with the Association of American State Ge-
ologists and interested members of the pub-
lic, shall develop guidelines relating to the
energy data archive system, including the
types of data and samples to be preserved.

(2) The system shall be comprised of State
agencies and agencies within the Depart-
ment of the Interior that maintain geologi-
cal and geophysical data and samples regard-
ing energy resources and that are designated
by the Secretary in accordance with this
subsection. The Program shall provide for
the storage of data and samples through data
repositories operated by such agencies.

(3) The Secretary may not designate a
State agency as a component of the energy
data archive system unless it is the agency
that acts as the geological survey in the
State.

(4) The energy data archive system shall
provide for the archiving of relevant sub-
surface data and samples obtained during en-
ergy exploration and production operations
on Federal lands—

(A) in the most appropriate repository des-
ignated under paragraph (2), with preference
being given to archiving data in the State in
which the data was collected; and

(B) consistent with all applicable law and
requirements relating to confidentiality and
proprietary data.

(5)(A) Subject to the availability of appro-
priations, the Secretary shall provide finan-
cial assistance to a State agency that is des-
ignated under paragraph (2) for providing fa-
cilities to archive energy material.

(B) The Secretary, in consultation with the
Association of American State Geologists
and interested members of the public, shall
establish procedures for providing assistance
under this paragraph. The procedures shall
be designed to ensure that such assistance
primarily supports the expansion of data and
material archives and the collection and
preservation of new data and samples.

(d) NATIONAL CATALOG.—

(1) As soon as practicable after the date of
the enactment of this section, the Secretary
shall develop and maintain, as a component
of the Program, a national catalog that iden-
tifies—

(A) energy data and samples available in
the energy data archive system established
under subsection (c);

(B) the repository for particular material
in such system; and (C) the means of access-
ing the material.

(2) The Secretary shall make the national
catalog accessible to the public on the site of
the Survey on the World Wide Web, con-
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sistent with all applicable requirements re-
lated to confidentiality and proprietary
data.

(3) The Secretary may carry out the re-
quirements of this subsection by contract or
agreement with appropriate persons.

(e) TECHNICAL ASSISTANCE.—

(1) Subject to the availability of appropria-
tions, as a component of the Program, the
Secretary shall provide financial assistance
to any State agency designated under sub-
section (c)(2) to provide technical assistance
to enhance understanding, interpretation,
and use of materials archived in the energy
data archive system established under sub-
section (c).

(2) The Secretary, in consultation with the
Association of American State Geologists
and interested members of the public, shall
develop a process, which shall involve the
participation of representatives of relevant
Federal and State agencies, for the approval
of financial assistance to State agencies
under this subsection.

(f) CosTs.—

(1) The Federal share of the cost of an ac-
tivity carried out with assistance under sub-
sections (c) or (e) shall be no more than 50
percent of the total cost of that activity.

(2) The Secretary—

(A) may accept private contributions of
property and services for technical assist-
ance and archive activities conducted under
this section; and (B) may apply the value of
such contributions to the non-Federal share
of the costs of such technical assistance and
archive activities.

(g) REPORTS.—

(1) Within year after the date of the enact-
ment of this Act, the Secretary shall submit
an initial report to the Congress setting
forth a plan for the implementation of the
Program.

(2) Not later than 90 days after the end of
the first fiscal year beginning after the sub-
mission of the report under paragraph (1) and
after the end of each fiscal year thereafter,
the Secretary shall submit a report to the
Congress describing the status of the Pro-
gram and evaluating progress achieved dur-
ing the preceding fiscal year in developing
and carrying out the Program.

(3) The Secretary shall consult with the
Association of American State Geologists
and interested members of the public in pre-
paring the reports required by this sub-
section.

(h) DEFINITIONS.—As used in this section,
the term:

(1) ““Association of American State Geolo-
gists” means the organization of the chief
executives of the State geological surveys.

(2) ““Secretary’” means the Secretary of the
Interior acting through the Director of the
United States Geological Survey.

(3) “Program” means the National Energy
Data Preservation Program carried out
under this section.

(4) ““‘Survey” means the United States Geo-
logical Survey.

(i) MAINTENANCE OF STATE EFFORT.—It is
the intent of the Congress that the States
not use this section as an opportunity to re-
duce State resources applied to the activities
that are the subject of the Program.

(J) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to the
Secretary $30,000,000 for each of fiscal years
2003 through 2007 for carrying out this sec-
tion.

SEC. 113. OIL AND GAS LEASE ACREAGE LIMITA-
TION.

Section 27(d)(1) of the Mineral Leasing Act
(30 U.S.C. 184(d)(1)) is amended by inserting
after ‘“‘acreage held in special tar sands area””
the following: “‘as well as acreage under any
lease any portion of which has been com-
mitted to a federally approved unit or coop-
erative plan or communitization agreement,
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or for which royalty, including compen-

satory royalty or royalty-in-kind, was paid

in the preceding calendar year,”.

SEC. 114. ASSESSMENT OF DEPENDENCE OF
STATE OF HAWAII ON OIL.

(a) ASSESSMENT. The Secretary of Energy
shall assess the economic implication of the
dependence of the State of Hawaii on oil as
the principal source of energy for the State,
including—

(1) the short- and long-term prospects for
crude oil supply disruption and price vola-
tility and potential impacts on the economy
of Hawaii;

(2) the economic relationship between oil-
fired generation of electricity from residual
fuel and refined petroleum products con-
sumed for ground, marine, and air transpor-
tation;

(3) the technical and economic feasibility
of increasing the contribution of renewable
energy resources for generation of elec-
tricity, on an island-by-island basis, includ-
ing—

(A) siting and facility configuration;

(B) environmental, operational, and safety
considerations;

(C) the availability of technology;

(D) effects on the utility system including
reliability;

(E) infrastructure and transport require-
ments;

(F) community support; and

(G) other factors affection the economic
impact of such an increase and any effect on
the economic relationship described in para-
graph (2);

(4) the technical and economic feasibility
of using liquefied natural gas to displace re-
sidual fuel oil for electric generation, includ-
ing neighbor island opportunities, and the ef-
fect of such displacement on the economic
relationship described in paragraph (2) in-
cluding—

(A) the availability of supply;

(B) siting and facility configuration for on-
shore and offshore liquefied natural gas re-
ceiving terminals;

(C) the factors described in subparagraphs
(B) through (F) of paragraph (3); and

(D) other economic factors;

(5) the technical and economic feasibility
of using renewable energy sources (including
hydrogen) for ground, marine, and air trans-
portation energy applications to displace the
use of refined petroleum products, on an is-
land-by-island basis, and the economic im-
pact of such displacement on the relation-
ship described in (2); and

(6) an island-by-island approach to—

(A) the development of hydrogen from re-
newable resources; and

(B) the application of hydrogen to the en-
ergy needs of Hawaii

(b) CONTRACTING AUTHORITY.—The Sec-
retary of Energy may carry out the assess-
ment under subsection (a) directly or, in
whole or in part, through one or more con-
tracts with qualified public or private enti-
ties.

(c) REPORT.—Not later than 300 days after
the date of enactment of this Act, the Sec-
retary of Energy shall prepare, in consulta-
tion with agencies of the State of Hawaii and
other stakeholders, as appropriate, and sub-
mit to Congress, as report detailing the find-
ings, conclusions, and recommendations re-
sulting from the assessment.

(d) APPROPRIATION.—The are authorized to
be appropriated such sums as are necessary
to carry out this section.

Subtitle B—Access to Federal Lands
SEC. 121. OFFICE OF FEDERAL ENERGY PERMIT
COORDINATION.

(a) ESTABLISHMENT.—The President shall
establish the Office of Federal Energy Per-
mit Coordination (in this section, referred to
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as ‘‘Office’’) within the Executive Office of
the President in the same manner and mis-
sion as the White House Energy Projects
Task Force established by Executive Order
13212.

(b) STAFFING.—The Office shall be staffed
by functional experts from relevant federal
agencies and departments on a nonreimburs-
able basis to carry out the mission of this of-
fice.

(c) REPORTING.—The Office shall provide an
annual report to Congress, detailing the ac-
tivities put in place to coordinate and expe-
dite Federal decisions on energy projects.
The report shall list accomplishments in im-
proving the federal decision making process
and shall include any additional rec-
ommendations or systemic changes needed
to establish a more effective and efficient
federal permitting process.

SEC. 122. PILOT PROJECT TO IMPROVE FEDERAL
PERMIT COORDINATION.

(a) CREATION OF PILOT PROJECT.—The Sec-
retary of the Interior (in this section, re-
ferred to as ‘“‘Secretary’’) shall establish a
Federal Permit Streamlining Pilot Project.
The Secretary shall enter into a Memo-
randum of Understanding with the Secretary
of Agriculture, Administrator of the Envi-
ronmental Protection Agency, and the Chief
of the Corps of Engineers within 90 days
after enactment of this Act. The Secretary
may also request that the Governors of Wyo-
ming, Montana, Colorado, and New Mexico
be signatories to the Memorandum of Under-
standing.

(b) DESIGNATION OF QUALIFIED STAFF.—
Once the Pilot Project has been established
by the Secretary, all Federal signatory par-
ties shall assign an employee on a non-
reimbursable basis to each of the field offices
identified in section (c), who has expertise in
the regulatory issues pertaining to their of-
fice, including, as applicable, particular ex-
pertise in Endangered Species Act section 7
consultations and the preparation of Biologi-
cal Opinions, Clean Water Act 404 permits,
Clean Air Act regulatory matters, planning
under the National Forest Management Act,
and the preparation of analyses under the
National Environmental Policy Act. As-
signed staff shall report to the Bureau of
Land Management (BLM) Field Managers in
the offices to which they are assigned, and
shall be responsible for all issues related to
the jurisdiction of their home office or agen-
cy, and participate as part of the team of
employees working on proposed energy
projects, planning, and environmental anal-
yses.

(c) FIELD OFFICES.—The following BLM
Field Offices shall serve as the Federal Per-
mit Streamlining Pilot Project offices:

(1) Rawlins, Wyoming;

(2) Buffalo, Wyoming;

(3) Miles City, Montana;

(4) Farmington, New Mexico;

(5) Carlsbad, New Mexico; and

(6) Glenwood Springs, Colorado.

(d) REPORTS.—The Secretary shall submit
a report to the Congress 3 years following
the date of enactment of this section, out-
lining the results of the Pilot Project to date
and including a recommendation to the
President as to whether the Pilot Project
should be implemented nationwide.

(e) ADDITIONAL PERSONNEL.—The Secretary
shall assign to each of the BLM Field Offices
listed in subsection (c) such additional per-
sonnel as is necessary to ensure the effective
implementation of—

(1) the Pilot Project; and

(2) other programs administered by such
offices, including inspection and enforce-
ment related to energy development on fed-
eral lands, pursuant to the multiple use
mandate of the Federal Land Policy and
Management Act of 1976 (43 U.S.C. 1701 et
seq.).
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(f) SAVINGS PRoVISION.—Nothing in this
section shall affect the operation of any fed-
eral or state law or any delegation of author-
ity made by a Secretary or head of an Agen-
cy whose employees are participating in the
program provided for by this section.

(g) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as may be necessary to implement this
section.

SEC. 123. FEDERAL ONSHORE LEASING PRO-
GRAMS FOR OIL AND GAS.

(a) TIMELY ACTION ON LEASES AND PER-
MITS.—To ensure timely action on oil and
gas leases and applications for permits to
drill on lands otherwise available for leasing,
the Secretary of the Interior shall—

(1) ensure expeditious compliance with the
requirements of section 102(2)(C) of the Na-
tional Environmental Policy Act of 1969 (42
U.S.C. 4332(2)(C));

(2) improve consultation and coordination
with the States; and

(3) improve the collection, storage, and re-
trieval of information related to such leasing
activities.

(b) IMPROVED ENFORCEMENT.—The Sec-
retary shall improve inspection and enforce-
ment of oil and gas activities, including en-
forcement of terms and conditions in permits
to drill.

(c) AUTHORIZATION OF APPROPRIATIONS.—
For each of the fiscal years 2004 through 2007,
in addition to amounts otherwise authorized
to be appropriated for the purpose of car-
rying out section 17 of the Mineral Leasing
Act (30 U.S.C. 226), there are authorized to be
appropriated to the Secretary of the Inte-
rior—

(1) $40,000,000 for the purpose of carrying
out paragraphs (1) through (3) of subsection
(a); and

(2) $20,000,000 for the purpose of carrying
out subsection (b).

SEC. 124. ESTIMATES OF OIL AND GAS RE-
SOURCES UNDERLYING ONSHORE
FEDERAL LANDS.

Section 604 of the Energy Act of 2000 (42
U.S.C. 6217) is amended by striking ‘““(a) IN
GENERAL” and all thereafter and inserting

‘(@) IN GENERAL.—The Secretary of the In-
terior, in consultation with the Secretaries
of Agriculture and Energy, shall conduct an
inventory of all onshore Federal lands and
take measures necessary to update and re-
vise this inventory. The inventory shall
identify for all federal lands

‘(1) the United States Geological Survey
estimates of the oil and gas resources under-
lying these lands;

““(2) the extent and nature of any restric-
tions or impediments to the exploration, pro-
duction and transportation of such re-
sources, including

“(A) existing land withdrawals and the un-
derlying purpose for each withdrawal;

““(B) restrictions or impediments affecting
timeliness of granting leases;

““(C) post-lease restrictions or impediments
such as conditions of approval, applications
for permits to drill, applicable environ-
mental permits;

‘“(D) permits or restrictions associated
with transporting the resources; and

“(E) identification of the authority for
each restriction or impediment together
with the impact on additional processing or
review time and potential remedies; and

““(3) the estimates of oil and gas resources
not available for exploration and production
by virtue of the restrictions identified above.

“‘(b) REPORTS.—The Secretary shall provide
a progress report to the Congress by October
1, 2006 and shall complete the inventory by
October 1, 2010.

““(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as may be necessary to implement this
section.
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SEC. 125. SPLIT-ESTATE FEDERAL OIL AND GAS
LEASING AND DEVELOPMENT PRAC-
TICES.

(a) REVIEW.—In consultation with affected
private surface owners, oil and gas industry
and other interested parties, the Secretary
of the Interior shall undertake a review of
the current policies and practices with re-
spect to management of Federal subsurface
oil and gas development activities and their
effects on the privately owned surface. This
review shall include

(1) a comparison of the rights and respon-
sibilities under existing mineral and land
law for the owner of a Federal mineral lease,
the private surface owners and the Depart-
ment;

(2) a comparison of the surface owner con-
sent provisions in section 714 of the Surface
Mining Control and Reclamation Act (30
U.S.C. 1304) concerning surface mining of fed-
eral coal deposits and the surface owner con-
sent provisions for oil and gas development,
including coalbed methane production; and

(3) recommendations for administrative or
legislative action necessary to facilitate rea-
sonable access for Federal oil and gas activi-
ties while addressing surface owner concerns
and minimizing impacts to private surface.

(b) REPORT.—The Secretary of the Interior
shall report the results of such review to the
Congress no later than 180 days after enact-
ment of this section.

SEC. 126. COORDINATION OF FEDERAL AGENCIES
TO ESTABLISH PRIORITY ENERGY
TRANSMISSION RIGHTS-OF-WAY.

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

(1) The term “‘utility corridor’” means any
linear strip of land across Federal lands of
approved width, but limited by techno-
logical, environmental, and topographical
factors for use by a utility facility.

(2) The term ‘“‘Federal authorization”
means any authorization required under Fed-
eral law in order to site a utility facility, in-
cluding but not limited to such permits, spe-
cial use authorizations, certifications, opin-
ions, or other approvals as may be required,
issued by a Federal agency.

(3) The term ‘‘Federal lands’ means all
lands owned by the United States, except

(A) lands in the National Park System;

(B) lands held in trust for an Indian or In-
dian tribe; and

(C) lands on the Outer Continental Shelf.

(4) The term “‘Secretary’” means the Sec-
retary of Energy.

(5) The term *“‘utility facility’” means any
privately, publicly, or cooperatively owned
line, facility, or system (A) for the transpor-
tation of oil and natural gas, synthetic lig-
uid or gaseous fuels, any refined product pro-
duced therefrom, or for transportation of
products in support of production, or for
storage and terminal facilities in connection
therewith; or (B) for the generation, trans-
mission and distribution of electric energy.

(b) UTILITY CORRIDORS.—

(1) No later than 24 months after the date
of enactment of this section, the Secretary
of the Interior, with respect to public lands,
and the Secretary of Agriculture, with re-
spect to National Forest System lands, in
consultation with the Secretary, shall—

(A) designate utility corridors pursuant to
section 503 of the Federal Land Policy and
Management Act (43 U.S.C. 1763) in the elev-
en contiguous Western States, as identified
in section 103(0) of such Act (43 U.S.C.
1702(0)); and

(B) incorporate the utility corridors des-
ignated under paragraph (A) into the rel-
evant departmental and agency land use and
resource management plans or their equiva-
lent.

(2) The Secretary shall coordinate with the
affected Federal agencies to jointly identify
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potential utility corridors on Federal lands
in the other States and jointly develop a
schedule for the designation, environmental
review and incorporation of such utility cor-
ridors into relevant departmental and agen-
cy land use and resource management plans
or their equivalent.

(c) FEDERAL PERMIT COORDINATION.—The
Secretary, in consultation with the Sec-
retary of the Interior, the Secretary of Agri-
culture, and the Secretary of Defense, shall
develop a memorandum of understanding
(“*‘MOU"") for the purpose of coordinating all
applicable Federal authorizations and envi-
ronmental reviews related to a proposed or
existing utility facility. To the maximum
extent practicable under applicable law, the
Secretary shall coordinate the process devel-
oped in the MOU with any Indian tribes,
multi-State entities, and State agencies that
are responsible for conducting any separate
permitting and environmental reviews of the
affected utility facility to ensure timely re-
view and permit decisions. The MOU shall
provide for—

(1) the coordination among affected Fed-
eral agencies to ensure that the necessary
Federal authorizations are conducted con-
currently with applicable State siting proc-
esses and are considered within a specific
time frame to be identified in the MOU;

(2) an agreement among the affected Fed-
eral agencies to prepare a single environ-
mental review document to be used as the
basis for all Federal authorization decisions;
and

(3) a process to expedite applications to
construct or modify utility facilities within
utility corridors.

Subtitle C Alaska Natural Gas Pipeline
SEC. 131. SHORT TITLE.

This subtitle may be cited as the “Alaska
Natural Gas Pipeline Act’.

SEC. 132. DEFINITIONS.

In this subtitle, the following definitions
apply:

(1) The term ““Alaska natural gas’” means
natural gas derived from the area of the
State of Alaska lying north of 64 degrees
North latitude.

(2) The term “‘Alaska natural gas transpor-
tation project’”” means any natural gas pipe-
line system that carries Alaska natural gas
to the border between Alaska and Canada
(including related facilities subject to the ju-
risdiction of the Commission) that is author-
ized under either

(A) the Alaska Natural Gas Transportation
Act of 1976 (15 U.S.C. 719 et seq.); or

(B) section 133.

(3) The term ““Alaska natural gas transpor-
tation system’” means the Alaska natural
gas transportation project authorized under
the Alaska Natural Gas Transportation Act
of 1976 and designated and described in sec-
tion 2 of the President’s decision.

(4) The term “Commission” means the
Federal Energy Regulatory Commission.

(5) The term ‘“‘President’s decision’ means
the decision and report to Congress on the
Alaska natural gas transportation system
issued by the President on September 22,
1977, pursuant to section 7 of the Alaska Nat-
ural Gas Transportation Act of 1976 (15
U.S.C. 719(e) and approved by Public Law 95
158 (91 Stat.1268)).

SEC. 133. ISSUANCE OF CERTIFICATE OF PUB-

LIC CONVENIENCE AND NECESSITY.

(a) AUTHORITY OF THE COMMISSION.—NoOt-
withstanding the provisions of the Alaska
Natural Gas Transportation Act of 1976 (15
U.S.C. 719 et seq.), the Commission may, pur-
suant to section 7(c) of the Natural Gas Act
(15 U.S.C. 717f(c)), consider and act on an ap-
plication for the issuance of a certificate of
public convenience and necessity authorizing
the construction and operation of an Alaska
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natural gas transportation project other
than the Alaska natural gas transportation
system.

(b) ISSUANCE OF CERTIFICATE.—

(1) The Commission shall issue a certifi-
cate of public convenience and necessity au-
thorizing the construction and operation of
an Alaska natural gas transportation project
under this section if the applicant has satis-
fied the requirements of section 7(e) of the
Natural Gas Act (15 U.S.C. 717f(e)).

(2) In considering an application under this
section, the Commission shall presume
that—

(A) a public need exists to construct and
operate the proposed Alaska natural gas
transportation project; and

(B) sufficient downstream capacity will
exist to transport the Alaska natural gas
moving through such project to markets in
the contiguous United States.

(c) EXPEDITED APPROVAL PROCESS.—The
Commission shall issue a final order grant-
ing or denying any application for a certifi-
cate of public convenience and necessity
under section 7(c) of the Natural Gas Act (15
U.S.C. 717f(c)) and this section not more than
60 days after the issuance of the final envi-
ronmental impact statement for that project
pursuant to section 134.

(d) PROHIBITION ON CERTAIN PIPELINE
RoOUTE.—No license, permit, lease, right-of-
way, authorization, or other approval re-
quired under Federal law for the construc-
tion of any pipeline to transport natural gas
from lands within the Prudhoe Bay oil and
gas lease area may be granted for any pipe-
line that follows a route that traverses—

(1) the submerged lands (as defined by the
Submerged Lands Act) beneath, or the adja-
cent shoreline of, the Beaufort Sea; and

(2) enters Canada at any point north of 68
degrees North latitude.

(e) OPEN SEASON.—Except where an expan-
sion is ordered pursuant to section 135, ini-
tial or expansion capacity on any Alaska
natural gas transportation project shall be
allocated in accordance with procedures to
be established by the Commission in regula-
tions governing the conduct of open seasons
for such project. Such procedures shall in-
clude the criteria for and timing of any open
seasons; promote competition in the explo-
ration, development, and production of Alas-
ka natural gas; and, for any open season for
capacity beyond the initial capacity, provide
the opportunity for the transportation of
natural gas other than from the Prudhoe Bay
and Point Thompson units. The Commission
shall issue such regulations not later than
120 days after the date of enactment of this
Act.

(f) PROJECTS IN THE CONTIGUOUS UNITED
STATES.—Applications for additional or ex-
panded pipeline facilities that may be re-
quired to transport Alaska natural gas from
Canada to markets in the contiguous United
States may be made pursuant to the Natural
Gas Act. To the extent such pipeline facili-
ties include the expansion of any facility
constructed pursuant to the Alaska Natural
Gas Transportation Act of 1976, the provi-
sions of that Act shall continue to apply.

(g) STUDY OF IN-STATE NEEDS.—The holder
of the certificate of public convenience and
necessity issued, modified, or amended by
the Commission for an Alaska natural gas
transportation project shall demonstrate
that it has conducted a study of Alaska in-
State needs, including tie-in points along the
Alaska natural gas transportation project
for in-State access.

(h) ALASKA ROYALTY GAs.—The Commis-
sion, upon the request of the State of Alaska
and after a hearing, may provide for reason-
able access to the Alaska natural gas trans-
portation project for the State of Alaska or
its designee for the transportation of the
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State’s royalty gas for local consumption
needs within the State; except that the rates
of existing shippers of subscribed capacity on
such project shall not be increased as a re-
sult of such access.

(i) REGULATIONS.—The Commission may
issue regulations to carry out the provisions
of this section.

SEC. 134. ENVIRONMENTAL REVIEWS.

(a) CoMmPLIANCE WITH NEPA.—The issuance
of a certificate of public convenience and ne-
cessity authorizing the construction and op-
eration of any Alaska natural gas transpor-
tation project under section 133 shall be
treated as a major Federal action signifi-
cantly affecting the quality of the human en-
vironment within the meaning of section
102(2)(c) of the National Environmental Pol-
icy Act of 1969 (42 U.S.C. 4332(2)(c)).

(b) DESIGNATION OF LEAD AGENCY.—The
Commission shall be the lead agency for pur-
poses of complying with the National Envi-
ronmental Policy Act of 1969, and shall be re-
sponsible for preparing the statement re-
quired by section 102(2)(c) of that Act (42
U.S.C. 4332(2)(c)) with respect to an Alaska
natural gas transportation project under sec-
tion 133. The Commission shall prepare a sin-
gle environmental statement under this sec-
tion, which shall consolidate the environ-
mental reviews of all Federal agencies con-
sidering any aspect of the project.

(c) OTHER AGENCIES.—AIl Federal agencies
considering aspects of the construction and
operation of an Alaska natural gas transpor-
tation project under section 133 shall cooper-
ate with the Commission, and shall comply
with deadlines established by the Commis-
sion in the preparation of the statement
under this section. The statement prepared
under this section shall be used by all such
agencies to satisfy their responsibilities
under section 102(2)(c) of the National Envi-
ronmental Policy Act of 1969 (42 U.S.C.
4332(2)(c)) with respect to such project.

(d) EXPEDITED PROCESS.—The Commission
shall issue a draft statement under this sec-
tion not later than 12 months after the Com-
mission determines the application to be
complete and shall issue the final statement
not later than 6 months after the Commis-
sion issues the draft statement, unless the
Commission for good cause finds that addi-
tional time is needed.

SEC. 135. PIPELINE EXPANSION.

(a) AUTHORITY.—With respect to any Alas-
ka natural gas transportation project, upon
the request of one or more persons and after
giving notice and an opportunity for a hear-
ing, the Commission may order the expan-
sion of such project if it determines that
such expansion is required by the present
and future public convenience and necessity.

(b) REQUIREMENTS.—Before ordering an ex-
pansion, the Commission shall—

(1) approve or establish rates for the expan-
sion service that are designed to ensure the
recovery, on an incremental or rolled-in
basis, of the cost associated with the expan-
sion (including a reasonable rate of return on
investment);

(2) ensure that the rates as established do
not require existing shippers on the Alaska
natural gas transportation project to sub-
sidize expansion shippers;

(3) find that the proposed shipper will com-
ply with, and the proposed expansion and the
expansion of service will be undertaken and
implemented based on, terms and conditions
consistent with the then-effective tariff of
the Alaska natural gas transportation
project;

(4) find that the proposed facilities will not
adversely affect the financial or economic vi-
ability of the Alaska natural gas transpor-
tation project;

(5) find that the proposed facilities will not
adversely affect the overall operations of the
Alaska natural gas transportation project;
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(6) find that the proposed facilities will not
diminish the contract rights of existing ship-
pers to previously subscribed certificated ca-
pacity;

(7) ensure that all necessary environmental
reviews have been completed; and

(8) find that adequate downstream facili-
ties exist or are expected to exist to deliver
incremental Alaska natural gas to market.

(¢) REQUIREMENT FOR A FIRM TRANSPOR-
TATION AGREEMENT.—AnNy order of the Com-
mission issued pursuant to this section shall
be null and void unless the person or persons
requesting the order executes a firm trans-
portation agreement with the Alaska nat-
ural gas transportation project within a rea-
sonable period of time as specified in such
order.

(d) LiMITATION.—Nothing in this section
shall be construed to expand or otherwise af-
fect any authorities of the Commission with
respect to any natural gas pipeline located
outside the State of Alaska.

() REGULATIONS.—The Commission may
issue regulations to carry out the provisions
of this section.

SEC. 136. FEDERAL COORDINATOR.

(a) ESTABLISHMENT.—There is established,
as an independent office in the executive
branch, the Office of the Federal Coordinator

for Alaska Natural Gas Transportation
Projects.
(b) FEDERAL COORDINATOR.—The Office

shall be headed by a Federal Coordinator for
Alaska Natural Gas Transportation Projects,
who shall—

(1) be appointed by the President, by and
with the advice and consent of the Senate;

(2) for a term equal to the period required
to design, permit and construction the
project plus one year; and

(3) be compensated at the rate prescribed
for level 11l of the Executive Schedule (5
U.S.C. 5314).

(c) DUTIES.—The Federal Coordinator shall
be responsible for—

(1) coordinating the expeditious discharge
of all activities by Federal agencies with re-
spect to an Alaska natural gas transpor-
tation project; and

(2) ensuring the compliance of Federal
agencies with the provisions of this subtitle.

(d) REVIEWS AND ACTIONS OF OTHER FED-
ERAL AGENCIES.—

(1) AIll reviews conducted and actions
taken by any Federal officer or agency relat-
ing to an Alaska natural gas transportation
project authorized under this section shall be
expedited, in a manner consistent with com-
pletion of the necessary reviews and approv-
als by the deadlines set forth in this subtitle.

(2) No Federal officer or agency shall have
the authority to include terms and condi-
tions that are permitted, but not required,
by law on any certificate, right-of-way, per-
mit, lease, or other authorization issued to
an Alaska natural gas transportation project
if the Federal Coordinator determines that
the terms and conditions would prevent or
impair in any significant respect the expedi-
tious construction and operation, or an ex-
pansion, of the project.

(3) Unless required by law, no Federal offi-
cer or agency shall add to, amend, or abro-
gate any certificate, right-of-way, permit,
lease, or other authorization issued to an
Alaska natural gas transportation project if
the Federal Coordinator determines that
such action would prevent or impair in any
significant respect the expeditious construc-
tion and operation of, or an expansion of, the
project.

(4) The Federal Coordinator’s authority
shall not include the ability to override—

(A) the implementation or enforcement of
regulations issued by the Commission pursu-
ant to Section 133(e); or

July 30, 2003

(B) an order by the Commission to expand
the project pursuant to Section 135.

(5) Nothing in this section shall give the
Federal Coordinator the authority to impose
additional terms, conditions or requirements
beyond those imposed by the Commission or
any agency with respect to construction and
operation, or an expansion of, the project.

(e) STATE COORDINATION.—The Federal Co-
ordinator shall enter into a Joint Surveil-
lance and Monitoring Agreement, approved
by the President and the Governor of Alaska,
with the State of Alaska similar to that in
effect during construction of the Trans-Alas-
ka Oil Pipeline to monitor the construction
of the Alaska natural gas transportation
project. The Federal Government shall have
primary surveillance and monitoring respon-
sibility where the Alaska natural gas trans-
portation project crosses Federal lands and
private lands, and the State government
shall have primary surveillance and moni-
toring responsibility where the Alaska nat-
ural gas transportation project crosses State
lands.

(f) TRANSFER OF FEDERAL INSPECTOR FUNC-
TIONS AND AUTHORITY.—Upon appointment of
the Federal Coordinator by the President, all
of the functions and authority of the Office
of Federal Inspector of Construction for the
Alaska Natural Gas Transportation System
vested in the Secretary of Energy pursuant
to section 3012(b) of Public Law 102-486 (15
U.S.C. 719¢(b)), including all functions and
authority described and enumerated in the
Reorganization Plan No. 1 of 1979 (44 Fed.
Reg. 33,663), Executive Order No. 12142 of
June 21, 1979 (44 Fed. Reg. 36,927), and section
5 of the President’s decision, shall be trans-
ferred to the Federal Coordinator.

SEC. 137. JUDICIAL REVIEW.

(a) EXcrLusiVE JURISDICTION.—Except for
review by the Supreme Court of the United
States on writ of certiorari, the United
States Court of Appeals for the District of
Columbia Circuit shall have original and ex-
clusive jurisdiction to determine—

(1) the validity of any final order or action
(including a failure to act) of any Federal
agency or officer under this subtitle;

(2) the constitutionality of any provision
of this subtitle, or any decision made or ac-
tion taken under this subtitle; or

(3) the adequacy of any environmental im-
pact statement prepared under the National
Environmental Policy Act of 1969 with re-
spect to any action under this subtitle.

(b) DEADLINE FOR FILING CLAIM.—Claims
arising under this subtitle may be brought
not later than 60 days after the date of the
decision or action giving rise to the claim.

(c) EXPEDITED CONSIDERATION.—The United
States Court of Appeals for the District of
Columbia Circuit shall set any action
brought under subsection (a) for expedited
consideration, taking into account the na-
tional interest of enhancing national energy
security by providing access to the signifi-
cant gas reserves in Alaska needed to meet
the anticipated demand for natural gas.

(d) AMENDMENT TO ANGTA.—Section 10(c)
of the Alaska Natural Gas Transportation
Act of 1976 (15 U.S.C. 719h) is amended by in-
serting after paragraph (1) the following:

““(2) The United States Court of Appeals for
the District of Columbia Circuit shall set
any action brought under this section for ex-
pedited consideration, taking into account
the national interest described in section 2.”".
SEC. 138. STATE JURISDICTION OVER IN-STATE

DELIVERY OF NATURAL GAS.

(a) LocAL DISTRIBUTION.—ANy facility re-
ceiving natural gas from the Alaska natural
gas transportation project for delivery to
consumers within the State of Alaska shall
be deemed to be a local distribution facility
within the meaning of section 1(b) of the
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Natural Gas Act (15 U.S.C. 717(b)), and there-
fore not subject to the jurisdiction of the
Commission.

(b) ADDITIONAL PIPELINES.—Nothing in this
subtitle, except as provided in section 133(d),
shall preclude or affect a future gas pipeline
that may be constructed to deliver natural
gas to Fairbanks, Anchorage, Matanuska-
Susitna Valley, or the Kenai peninsula or
Valdez or any other site in the State of Alas-
ka for consumption within or distribution
outside the State of Alaska.

(c) RATE COORDINATION.—Pursuant to the
Natural Gas Act, the Commission shall es-
tablish rates for the transportation of nat-
ural gas on the Alaska natural gas transpor-
tation project. In exercising such authority,
the Commission, pursuant to section 17(b) of
the Natural Gas Act (15 U.S.C. 717p(b)), shall
confer with the State of Alaska regarding
rates (including rate settlements) applicable
to natural gas transported on and delivered
from the Alaska natural gas transportation
project for use within the State of Alaska.
SEC. 139. STUDY OF ALTERNATIVE MEANS OF

CONSTRUCTION.

(a) REQUIREMENT OF STuDY.—If no applica-
tion for the issuance of a certificate or
amended certificate of public convenience
and necessity authorizing the construction
and operation of an Alaska natural gas
transportation project has been filed with
the Commission not later than 18 months
after the date of enactment of this Act, the
Secretary of Energy shall conduct a study of
alternative approaches to the construction
and operation of the project.

(b) ScoPE oF STuDY.—The study shall con-
sider the feasibility of establishing a Govern-
ment corporation to construct an Alaska
natural gas transportation project, and al-
ternative means of providing Federal financ-
ing and ownership (including alternative
combinations of Government and private
corporate ownership) of the project.

(c) CONSULTATION.—In conducting the
study, the Secretary of Energy shall consult
with the Secretary of the Treasury and the
Secretary of the Army (acting through the
Commanding General of the Corps of Engi-
neers).

(d) REPORT.—If the Secretary of Energy is
required to conduct a study under subsection
(a), the Secretary shall submit a report con-
taining the results of the study, the Sec-
retary’s recommendations, and any pro-
posals for legislation to implement the Sec-
retary’s recommendations to Congress.

SEC. 140. CLARIFICATION OF ANGTA STATUS AND
AUTHORITIES.

(a) SAVINGS CLAUSE.—Nothing in this sub-
title affects any decision, certificate, permit,
right-of-way, lease, or other authorization
issued under section 9 of the Alaska Natural
Gas Transportation Act of 1976 (15 U.S.C.
719(g)) or any Presidential findings or waiv-
ers issued in accordance with that Act.

(b) CLARIFICATION OF AUTHORITY TO AMEND
TERMS AND CONDITIONS TO MEET CURRENT
PROJECT REQUIREMENTS.—AnNy Federal offi-
cer or agency responsible for granting or
issuing any certificate, permit, right-of-way,
lease, or other authorization under section 9
of the Alaska Natural Gas Transportation
Act of 1976 (15 U.S.C. 719(g)) may add to,
amend, or abrogate any term or condition in-
cluded in such certificate, permit, right-of-
way, lease, or other authorization to meet
current project requirements (including the
physical design, facilities, and tariff speci-
fications), so long as such action does not
compel a change in the basic nature and gen-
eral route of the Alaska natural gas trans-
portation system as designated and described
in section 2 of the President’s decision, or
would otherwise prevent or impair in any
significant respect the expeditious construc-
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tion and initial operation of such transpor-
tation system.

(c) UPDATED ENVIRONMENTAL REVIEWS.—
The Secretary of Energy shall require the
sponsor of the Alaska natural gas transpor-
tation system to submit such updated envi-
ronmental data, reports, permits, and impact
analyses as the Secretary determines are
necessary to develop detailed terms, condi-
tions, and compliance plans required by sec-
tion 5 of the President’s decision.

SEC. 141. SENSE OF CONGRESS.

It is the sense of Congress that an Alaska
natural gas transportation project will pro-
vide significant economic benefits to the
United States and Canada. In order to maxi-
mize those benefits, Congress urges the spon-
sors of the pipeline project to make every ef-
fort to use steel that is manufactured or pro-
duced in North America and to negotiate a
project labor agreement to expedite con-
struction of the pipeline.

SEC. 142. PARTICIPATION OF SMALL BUSINESS
CONCERNS.

(a) SENSE OF CONGRESS.—It is the sense of
Congress that an Alaska natural gas trans-
portation project will provide significant
economic benefits to the United States and
Canada. In order to maximize those benefits,
Congress urges the sponsors of the pipeline
project to maximize the participation of
small business concerns in contracts and
subcontracts awarded in carrying out the
project.

(b) STUDY.—

(1) The Comptroller General shall conduct
a study on the extent to which small busi-
ness concerns participate in the construction
of oil and gas pipelines in the United States.

(2) Not later than 1 year after the date of
enactment of this Act, the Comptroller Gen-
eral shall transmit to Congress a report con-
taining the results of the study.

(3) The Comptroller General shall update
the study at least once every 5 years and
transmit to Congress a report containing the
results of the update.

(4) After the date of completion of the con-
struction of an Alaska natural gas transpor-
tation project, this subsection shall no
longer apply.

(c) SMALL BUSINESS CONCERN DEFINED.—INn
this section, the term ‘‘small business con-
cern” has the meaning given such term in
section 3(a) of the Small Business Act (15
U.S.C. 632(a)).

SEC. 143. ALASKA PIPELINE CONSTRUCTION
TRAINING PROGRAM.

(a) ESTABLISHMENT OF PROGRAM.—The Sec-
retary of Labor (in this section referred to as
the ‘“*Secretary’) may make grants to the
Alaska Department of Labor and Workforce
Development to—

(1) develop a plan to train, through the
workforce investment system established in
the State of Alaska under the Workforce In-
vestment Act of 1998 (112 Stat. 936 et seq.),
adult and dislocated workers, including Alas-
ka Natives, in urban and rural Alaska in the
skills required to construct and operate an
Alaska gas pipeline system; and

(2) implement the plan developed pursuant
to paragraph (1).

(b) REQUIREMENTS FOR PLANNING GRANTS.—
The Secretary may make a grant under sub-
section (a)(1) only if—

(1) the Governor of Alaska certifies in writ-
ing to the Secretary that there is a reason-
able expectation that construction of an
Alaska gas pipeline will commence within 3
years after the date of such certification;
and

(2) the Secretary of the Interior concurs in
writing to the Secretary with the certifi-
cation made under paragraph (1).

(c) REQUIREMENTS FOR [IMPLEMENTATION
GRANTS.—The Secretary may make a grant
under subsection (a)(2) only if—
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(1) the Secretary has approved a plan de-
veloped pursuant to subsection (a)(1);

(2) the Governor of Alaska requests the
grant funds and certifies in writing to the
Secretary that there is a reasonable expecta-
tion that the construction of an Alaska gas
pipeline system will commence within 2
years after the date of such certification;
and

(3) the Secretary of the Interior concurs in
writing to the Secretary with the certifi-
cation made under paragraph (2) after con-
sidering—

(A) the status of necessary State and Fed-
eral permits;

(B) the availability of financing for the
pipeline project; and

(C) other relevant
cumstances.

(d) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to the
Secretary such sums as may be necessary,
but not to exceed $20,000,000, to carry out
this section.

SEC. 144. LOAN GUARANTEES.

(a) AUTHORITY.—

(1) The Secretary may enter agreements
with 1 or more holders of a certificate of pub-
lic convenience and necessity issued under
section 133(b) of this Act or section 9 of the
Alaska Natural Gas Transportation Act of
1976 (15 U.S.C. 719g) to issue Federal guar-
antee instruments with respect to loans and
other debt obligations for a qualified infra-
structure project.

(2) Subject to the requirements of this sec-
tion, the Secretary may also enter into
agreements with 1 or more owners of the Ca-
nadian portion of a qualified infrastructure
project to issue Federal guarantee instru-
ments with respect to loans and other debt
obligations for a qualified infrastructure
project as though such owner were a holder
described in paragraph (1).

(3) The authority of the Secretary to issue
Federal guarantee instruments under this
section for a qualified infrastructure project
shall expire on the date that is 2 years after
the date on which the final certificate of
public convenience and necessity (including
any Canadian certificates of public conven-
ience and necessity) is issued for the project.
A final certificate shall be considered to
have been issued when all certificates of pub-
lic convenience and necessity have been
issued that are required for the initial trans-
portation of commercially economic quan-
tities of natural gas from Alaska to the con-
tinental United States.

(b) CONDITIONS.—

(1) The Secretary may issue a Federal
guarantee instrument for a qualified infra-
structure project only after a certificate of
public convenience and necessity under sec-
tion 133(b) of this Act or an amended certifi-
cate under section 9 of the Alaska Natural
Gas Transportation Act of 1976 (15 U.S.C.
719g) has been issued for the project.

(2) The Secretary may issue a Federal
guarantee instrument under this section for
a qualified infrastructure project only if the
loan or other debt obligation guaranteed by
the instrument has been issued by an eligible
lender.

(3) The Secretary shall not require as a
condition of issuing a Federal guarantee in-
strument under this section any contractual
commitment or other form of credit support
of the sponsors (other than equity contribu-
tion commitments and completion guaran-
tees), or any throughput or other guarantee
from prospective shippers greater than such
guarantees as shall be required by the
project owners.

(c) LIMITATIONS ON AMOUNTS.—

(1) The amount of loans and other debt ob-
ligations guaranteed under this section for a

factors and cir-
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qualified infrastructure project shall not ex-
ceed 80 percent of the total capital costs of
the project, including interest during con-
struction.

(2) The principal amount of loans and other
debt obligations guaranteed under this sec-
tion shall not exceed, in the aggregate,
$18,000,000,000, which amount shall be indexed
for United States dollar inflation from the
date of enactment of this Act, as measured
by the Consumer Price Index.

(d) LOAN TERMS AND FEES.—

(1) The Secretary may issue Federal guar-
antee instruments under this section that
take into account repayment profiles and
grace periods justified by project cash flows
and project-specific considerations. The term
of any loan guaranteed under this section
shall not exceed 30 years.

(2) An eligible lender may assess and col-
lect from the borrower such other fees and
costs associated with the application and
origination of the loan or other debt obliga-
tion as are reasonable and customary for a
project finance transaction in the oil and gas
sector.

() REGULATIONS.—The Secretary may
issue regulations to carry out this section.

(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated such
sums as may be necessary to cover the cost
of loan guarantees, as defined by section
502(5) of the Federal Credit Reform Act of
1990 (2 U.S.C. 66l1a(5)). Such sums shall re-
main available until expended.

(g) DEFINITIONS.—In this section, the fol-
lowing definitions apply:

(1) The term *“Consumer Price Index”
means the Consumer Price Index for all-
urban consumers, United States city aver-
age, as published by the Bureau of Labor
Statistics, or if such index shall cease to be
published, any successor index or reasonable
substitute thereof.

(2) The term *“‘eligible lender’” means any
non-Federal qualified institutional buyer (as
defined by section 230.144A(a) of title 17, Code
of Federal Regulations (or any successor reg-
ulation), known as Rule 144A(a) of the Secu-
rities and Exchange Commission and issued
under the Securities Act of 1933), including—

(A) a qualified retirement plan (as defined
in section 4974(c) of the Internal Revenue
Code of 1986 (26 U.S.C. 4974(c)) that is a quali-
fied institutional buyer; and

(B) a governmental plan (as defined in sec-
tion 414(d) of the Internal Revenue Code of
1986 (26 U.S.C. 414(d)) that is a qualified insti-
tutional buyer.

(3) The term ‘‘Federal guarantee instru-
ment’”’ means any guarantee or other pledge
by the Secretary to pledge the full faith and
credit of the United States to pay all of the
principal and interest on any loan or other
debt obligation entered into by a holder of a
certificate of public convenience and neces-

sity.
(4) The term ‘‘qualified infrastructure
project” means an Alaskan natural gas

transportation project consisting of the de-
sign, engineering, finance, construction, and
completion of pipelines and related transpor-
tation and production systems (including gas
treatment plants), and appurtenances there-
to, that are used to transport natural gas
from the Alaska North Slope to the conti-
nental United States.

(5) The term ‘“‘Secretary’” means the Sec-
retary of Energy.

SEC. 145. SENSE OF CONGRESS ON NATURAL GAS
DEMAND.

It is the sense of Congress that:

(1) North American demand for natural gas
will increase dramatically over the course of
the next several decades.

(2) Both the Alaska Natural Gas Pipeline
and the McKenzie Delta Natural Gas project
in Canada will be necessary to help meet the
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increased demand for natural gas in North
America.

(3) Federal and state officials should work
together with officials in Canada to ensure
both projects can move forward in a mutu-
ally beneficial fashion.

(4) Federal and state officials should ac-
knowledge that the smaller scope, fewer per-
mitting requirements and lower cost of the
McKenzie Delta project means it will most
likely be completed before the Alaska Nat-
ural Gas Pipeline.

(5) Lower 48 and Canadian natural gas pro-
duction alone will not be able to meet all do-
mestic demand in the coming decades.

(6) As a result, natural gas delivered from
Alaska’s North Slope will not displace or re-
duce the commercial viability of Canadian
natural gas produced from the McKenzie
Delta nor production from the Lower 48.

TITLE II—COAL
Subtitle A—Clean Coal Power Initiative
SEC. 201. AUTHORIZATION OF APPROPRIATIONS.

CLEAN COAL POWER INITIATIVE.—There is
authorized to be appropriated to the Sec-
retary of Energy (in this subtitle, referred to
as ‘‘Secretary’”) to carry out the activities
authorized by this subtitle $200,000,000 for
each of the fiscal years 2003 through 2011, to
remain available until expended.

SEC. 202. PROJECT CRITERIA.

(a) IN GENERAL.—The Secretary shall not
provide funding under this subtitle for any
project that does not advance efficiency, en-
vironmental performance, and cost competi-
tiveness well beyond the level of tech-
nologies that are in operation or have been
demonstrated as of the date of the enact-
ment of this Act.

(b) TECHNICAL CRITERIA FOR GASIFI-
CATION.—In allocating the funds made avail-
able under section 201, the Secretary shall
ensure that at least 80 percent of the funds
are used for coal-based gasification tech-
nologies or coal-based projects that include
gasification combined cycle, gasification
fuel cells, gasification co-production, or hy-
brid gasification/combustion. The Secretary
shall set technical milestones specifying
emissions levels that coal gasification
projects must be designed to and reasonably
expected to achieve. The milestones shall get
more restrictive through the life of the pro-
gram. The milestones shall be designed to
achieve by 2020 coal gasification projects
able to—

(1) remove 99 percent of sulfur dioxide;

(2) emit no more than .05 Ibs of NOx per
million BTU;

(3) achieve substantial reductions in mer-
cury emissions; and

(4) achieve a thermal efficiency of—

(A) 60 percent for coal of more than 9,000
Btu;

(B) 59 percent for coal of 7,000 to 9,000 Btu;
and

(C) 57 percent for coal of less than 7,000
Btu.

() TECHNICAL CRITERIA FOR OTHER
PROJECTS.—For projects not described in
subsection (b), the Secretary shall set tech-
nical milestones specifying emissions levels
that the projects must be designed to and
reasonably expected to achieve. The mile-
stones shall get more restrictive through the
life of the program. The milestones shall be
designed to achieve by 2010 projects able to—

(1) remove 97 percent of sulfur dioxide;

(2) emit no more than .08 Ibs of NOx per
million BTU;

(3) achieve substantial reductions in mer-
cury emissions; and

(4) achieve a thermal efficiency of—

(A) 45 percent for coal of more than 9,000
Btu;

(B) 44 percent for coal of 7,000 to 9,000 Btu;
and
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(C) 42 percent for coal of less than 7,000
Btu.

(d) EXISTING UNITS.—In the case of projects
at existing units, in lieu of the thermal effi-
ciency requirements set forth in paragraphs
(b)(4) and (c)(4), the projects shall be de-
signed to achieve an overall thermal design
efficiency improvement compared to the effi-
ciency of the unit as operated, of not less
than—

(A) 7 percent for coal of more than 9,000
Btu;

(B) 6 percent for coal of 7,000 to 9,000 Btu;
or

(C) 4 percent for coal of less than 7,000 Btu.

(e) PERMITTED Uses.—In allocating funds
made available in this section, the Secretary
may allocate funds to projects that include,
as part of the project, the separation and
capture of carbon dioxide.

(f) CoNsULTATION.—Before setting the tech-
nical milestones under subsections (b) and
(c), the Secretary shall consult with the Ad-
ministrator of the Environmental Protection
Agency and interested entities, including
coal producers, industries using coal, organi-
zations to promote coal or advanced coal
technologies, environmental organizations,
and organizations representing workers.

(9) FINANCIAL CRITERIA.—The Secretary
shall not provide a funding award under this
title unless the recipient has documented to
the satisfaction of the Secretary that—

(1) the award recipient is financially viable
without the receipt of additional Federal
funding;

(2) the recipient will provide sufficient in-
formation to the Secretary for the Secretary
to ensure that the award funds are spent effi-
ciently and effectively; and

(3) a market exists for the technology
being demonstrated or applied, as evidenced
by statements of interest in writing from po-
tential purchasers of the technology.

(h) FINANCIAL ASSISTANCE.—The Secretary
shall provide financial assistance to projects
that meet the requirements of this section
and are likely to—

(1) achieve overall cost reductions in the
utilization of coal to generate useful forms
of energy;

(2) improve the competitiveness of coal
among various forms of energy; and

(3) demonstrate methods and equipment
that are applicable to 25 percent of the elec-
tricity generating facilities that use coal as
the primary feedstock as of the date of the
enactment of this Act.

(i) FEDERAL SHARE.—The Federal share of
the cost of a coal or related technology
project funded by the Secretary shall not ex-
ceed 50 percent.

(J) AppPLICABILITY.—No technology, or level
of emission reduction, shall be treated as
adequately demonstrated for purposes of sec-
tion 111 of the Clean Air Act, achievable for
purposes of section 169 of that Act, or achiev-
able in practice for purposes of section 171 of
that Act solely by reason of the use of such
technology, or the achievement of such emis-
sion reduction, by one or more facilities re-
ceiving assistance under this title.

SEC. 203. REPORTS.

(a) TEN-YEAR PLAN.—By September 30,
2004, the Secretary shall transmit to Con-
gress a report, with respect to section 202(a),
a 10-year plan containing—

(1) a detailed assessment of whether the
aggregate funding levels provided under sec-
tion 201 are appropriate funding levels for
that program;

(2) a detailed description of how proposals
will be solicited and evaluated, including a
list of all activities expected to be under-
taken;

(3) a detailed list of technical milestones
for each coal and related technology that
will be pursued; and
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(4) a detailed description of how the pro-
gram will avoid problems enumerated in
General Accounting Office reports on the
Clean Coal Technology Program, including
problems that have resulted in unspent funds
and projects that failed either financially or
scientifically.

(b) TECHNICAL MILESTONES.—Not later than
1 year after the date of the enactment of this
Act, and once every 2 years thereafter
through 2011, the Secretary, in consultation
with other appropriate Federal agencies,
shall transmit to the Congress, a report de-
scribing—

(1) the technical milestones set forth in
section 212 and how those milestones ensure
progress toward meeting the requirements of
subsections (b) and (c) of section 212; and

(2) the status of projects funded under this
title.

SEC. 204. CLEAN COAL CENTERS
LENCE.

As part of the program authorized in sec-
tion 211, the Secretary shall award competi-
tive, merit-based grants to universities for
the establishment of Centers of Excellence
for Energy Systems of the Future. The Sec-
retary shall provide grants to universities
that can show the greatest potential for ad-
vancing new clean coal technologies.

Subtitle B—Federal Coal Leases
SEC. 211. REPEAL OF THE 160-ACRE LIMITATION
FOR COAL LEASES.

Section 3 of the Mineral Leasing Act (30
U.S.C. 203) is amended by striking all the
text in the first sentence after ‘“‘upon’ and
inserting the following: ‘“‘a finding by the
Secretary that it (1) would be in the interest
of the United States, (2) would not displace a
competitive interest in the lands, and (3)
would not include lands or deposits that can
be developed as part of another potential or
existing operation, secure modifications of
the original coal lease by including addi-
tional coal lands or coal deposits contiguous
or cornering to those embraced in such lease,
but in no event shall the total area added by
such modifications to an existing coal lease
exceed 320 acres, or add acreage larger than
that in the original lease.”.

SEC. 212. MINING PLANS.

Section 2(d)(2) of the Mineral Leasing Act
(30 U.S.C. 202a(2)) is amended—

(1) by inserting ““(A)" after ‘“(2)"’; and

(2) by adding at the end the following:

““(B) The Secretary may establish a period
of more than forty years if the Secretary de-
termines that the longer period will ensure
the maximum economic recovery of a coal
deposit, or the longer period is in the inter-
est of the orderly, efficient, or economic de-
velopment of a coal resource.”.

SEC. 213. PAYMENT OF ADVANCE ROYALTIES
UNDER COAL LEASES.

Section 7(b) of the Mineral Leasing Act of
1920 (30 U.S.C. 207(b)) is amended by striking
all after “‘Secretary).”” through to ‘““‘a lease.”
and inserting: ‘“The aggregate number of
years during the period of any lease for
which advance royalties may be accepted in
lieu of the condition of continued operation
shall not exceed twenty. The amount of any
production royalty paid for any year shall be
reduced (but not below 0) by the amount of
any advance royalties paid under such lease
to the extent that such advance royalties
have not been used to reduce production roy-
alties for a prior year.”.

SEC. 214. ELIMINATION OF DEADLINE FOR SUB-
MISSION OF COAL LEASE OPER-
ATION AND RECLAMATION PLAN.

Section 7(c) of the Mineral Leasing Act (30
U.S.C. 207(c)) is amended by striking ‘‘and
not later than three years after a lease is
issued,”’.

SEC. 215. APPLICATION OF AMENDMENTS.

The amendments made by this Act apply

with respect to any coal lease issued on or

OF EXCEL-
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after the date of enactment of this Act, and,

with respect to any coal lease issued before

the date of enactment of this Act, upon the

date of readjustment of the lease as provided

for by section 7(a) of the Mineral Leasing

Act, or upon request by the lessee, prior to

such date.

Subtitle C—Powder River Basin Shared
Mineral Estates

SEC. 221. RESOLUTION OF FEDERAL RESOURCE
DEVELOPMENT CONFLICTS IN THE
POWDER RIVER BASIN.

The Secretary of the Interior shall—

(1) undertake a review of existing authori-
ties to resolve conflicts between the develop-
ment of Federal coal and the development of
Federal and non-Federal coalbed methane in
the Powder River Basin in Wyoming and
Montana; and

(2) not later than 6 months after the enact-
ment of this Act, report to the Congress on
alternatives to resolve these conflicts and
identification of a preferred alternative with
specific legislative language, if any, required
to implement the preferred alternative.

TITLE III-INDIAN ENERGY
SEC. 301. SHORT TITLE.

This title may be cited as the ‘“Indian
Tribal Energy Development and Self-Deter-
mination Act of 2003”".

SEC. 302. OFFICE OF INDIAN
AND PROGRAMS.

(@) IN GENERAL.—Title Il of the Depart-
ment of Energy Organization Act (42 U.S.C.
7131 et seq.) is amended by adding at the end
the following:

‘“OFFICE OF INDIAN ENERGY POLICY AND
PROGRAMS

““SEC. 217. (a) ESTABLISHMENT.—There is es-
tablished within the Department an Office of
Indian Energy Policy and Programs (referred
to in this section as the ‘Office’). The Office
shall be headed by a Director, who shall be
appointed by the Secretary and compensated
at a rate equal to that of level 1V of the Ex-
ecutive Schedule under section 5315 of title 5,
United States Code.

‘“(b) DuUTIES OF DIRECTOR.—The Director
shall in accordance with Federal policies
promoting Indian self-determination and the
purposes of this Act, provide, direct, foster,
coordinate, and implement energy planning,
education, management, conservation, and
delivery programs of the Department that—

‘(1) promote Indian tribal energy develop-
ment, efficiency, and use;

“(2) reduce or stabilize energy costs;

““(3) enhance and strengthen Indian tribal
energy and economic infrastructure relating
to natural resource development and elec-
trification; and

‘“(4) electrify Indian tribal land and the
homes of tribal members.

‘“COMPREHENSIVE INDIAN ENERGY ACTIVITIES

““SEC. 218. (a) INDIAN ENERGY EDUCATION
PLANNING AND MANAGEMENT ASSISTANCE.—

‘(1) The Director shall establish programs
within the Office of Indian Energy Policy
and Programs to assist Indian tribes in
meeting energy education, research and de-
velopment, planning, and management
needs.

““(2) In carrying out this section, the Direc-
tor may provide grants, on a competitive
basis, to an Indian tribe or tribal consortium
for use in carrying out—

““(A) energy, energy efficiency, and energy
conservation programs;

‘“(B) studies and other activities sup-
porting tribal acquisition of energy supplies,
services, and facilities;

““(C) planning, construction, development,
operation, maintenance, and improvement of
tribal electrical generation, transmission,
and distribution facilities located on Indian
land; and
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““(D) development, construction, and inter-
connection of electric power transmission fa-
cilities located on Indian land with other
electric transmission facilities.

“(3)(A) The Director may develop, in con-
sultation with Indian tribes, a formula for
providing grants under this section.

“(B) In providing a grant under this sub-
section, the Director shall give priority to an
application received from an Indian tribe
with inadequate electric service (as deter-
mined by the Director).

““(4) The Secretary may promulgate such
regulations as the Secretary determines are
necessary to carry out this subsection.

““(5) There is authorized to be appropriated
to carry out this section $20,000,000 for each
of fiscal years 2004 through 2011.

““(b) LOAN GUARANTEE PROGRAM.—

““(1) Subject to paragraph (3), the Secretary
may provide loan guarantees (as defined in
section 502 of the Federal Credit Reform Act
of 1990 (2 U.S.C. 661a)) for not more than 90
percent of the unpaid principal and interest
due on any loan made to any Indian tribe for
energy development.

“(2) A loan guaranteed under this sub-
section shall be made by—

“(A) a financial institution subject to ex-
amination by the Secretary; or

“(B) an Indian tribe, from funds of the In-
dian tribe.

““(3) The aggregate outstanding amount
guaranteed by the Secretary at any time
under this subsection shall not exceed
$2,000,000,000.

““(4) The Secretary may promulgate such
regulations as the Secretary determines are
necessary to carry out this subsection.

“(5) There are authorized to be appro-
priated such sums as are necessary to carry
out this subsection, to remain available
until expended.

““(6) Not later than 1 year from the date of
enactment of this section, the Secretary
shall report to the Congress on the financing
requirements of Indian tribes for energy de-
velopment on Indian land.

““(c) INDIAN ENERGY PREFERENCE.—

“(1) In purchasing electricity or any other
energy product or byproduct, a Federal agen-
cy or department may give preference to an
energy and resource production enterprise,
partnership, consortium, corporation, or
other type of business organization the ma-
jority of the interest in which is owned and
controlled by 1 or more Indian tribes.

“(2) In carrying out this subsection, a Fed-
eral agency or department shall not—

“(A) pay more than the prevailing market
price for an energy product or byproduct;
and

‘“(B) obtain less than prevailing market
terms and conditions.”.

(b) CONFORMING AMENDMENTS.—

(1) The table of contents of the Department
of Energy Organization Act (42 U.S.C. prec.
7101) is amended—

(A) in the item relating to section 209, by
striking ““Section’ and inserting ‘‘Sec.”’; and

(B) by striking the items relating to sec-
tions 213 through 216 and inserting the fol-
lowing:

““‘Sec. 213. Establishment of policy for Na-
tional Nuclear Security Admin-
istration.

214. Establishment of security, coun-
terintelligence, and intel-
ligence policies.

“‘Sec.

““‘Sec. 215. Office of Counterintelligence.

““‘Sec. 216. Office of Intelligence.

““Sec. 217. Office of Indian Energy Policy and
Programs.

‘“‘Sec. 218. Comprehensive Indian Energy Ac-
tivities.”.

(2) Section 5315 of title 5, United States
Code, is amended by inserting ‘“‘Director, Of-
fice of Indian Energy Policy and Programs,
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Department of Energy.” after
General, Department of Energy.”.
SEC. 303. INDIAN ENERGY.

Title XXVI of the Energy Policy Act of
1992 (25 U.S.C. 3501 et seq.) is amended to
read as follows:

“TITLE XXVI—INDIAN ENERGY
“SEC. 2601. DEFINITIONS.

““For purposes of this title:

‘(1) The term ‘Director’ means the Direc-
tor of the Office of Indian Energy Policy and
Programs.

““(2) The term ‘Indian land’ means—

“(A) any land located within the bound-
aries of an Indian reservation, pueblo, or
rancheria;

“(B) any land not located within the
boundaries of an Indian reservation, pueblo,
or rancheria, the title to which is held—

“(i) in trust by the United States for the
benefit of an Indian tribe;

‘(i) by an Indian tribe, subject to restric-
tion by the United States against alienation;
or

“(iii) by a dependent Indian community;
and

““(C) land conveyed to a Native Corporation
under the Alaska Native Claims Settlement
Act (43 U.S.C. 1601 et seq.).

“(B) The term ‘Indian
cludes—

“(A) an Indian reservation in existence in
any State or States as of the date of enact-
ment of this paragraph;

““(B) a public domain Indian allotment;

“(C) a former reservation in the State of
Oklahoma;

“(D) a parcel of land owned by a Native
Corporation under the Alaska Native Claims
Settlement Act (43 U.S.C. 1601 et seq.); and

“(E) a dependent Indian community lo-
cated within the borders of the United
States,

regardless of whether the community is lo-
cated—

““(i) on original or acquired territory of the
community; or

“(if) within or outside the boundaries of
any particular State.

““(4) The term ‘Indian tribe’ has the mean-
ing given the term in section 4 of the Indian
Self-Determination and Education Assist-
ance Act (25 U.S.C. 450b).

““(5) The term ‘Native Corporation’ has the
meaning given the term in section 3 of the
Alaska Native Claims Settlement Act (43
U.S.C. 1602).

‘“(6) The term ‘organization’ means a part-
nership, joint venture, limited liability com-
pany, or other unincorporated association or
entity that is established to develop Indian
energy resources.

“(7) The term ‘Program’ means the Indian
energy resource development program estab-
lished under section 2602(a).

““(8) The term ‘Secretary’ means the Sec-
retary of the Interior.

““(9) The term ‘tribal consortium’ means an
organization that consists of 2 or more enti-
ties, at least 1 of which is an Indian tribe.

““(10) The term ‘tribal land’ means any land
or interests in land owned by any Indian
tribe, band, nation, pueblo, community,
rancheria, colony or other group, title to
which is held in trust by the United States
or which is subject to a restriction against
alienation imposed by the United States.

““(11) The term ‘vertical integration of en-
ergy resources’ means any project or activ-
ity that promotes the location and operation
of a facility (including any pipeline, gath-
ering system, transportation system or facil-
ity, or electric transmission facility), on or
near Indian land to process, refine, generate
electricity from, or otherwise develop energy
resources on, Indian land.

“Inspector
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“SEC. 2602. INDIAN TRIBAL ENERGY RESOURCE
DEVELOPMENT.

““(@) IN GENERAL.—To assist Indian tribes
in the development of energy resources and
further the goal of Indian self-determina-
tion, the Secretary shall establish and imple-
ment an Indian energy resource development
program to assist Indian tribes and tribal
consortia in achieving the purposes of this
title.

““(b) GRANTS AND LOANS.—INn carrying out
the Program, the Secretary shall

““(1) provide development grants to Indian
tribes and tribal consortia for use in devel-
oping or obtaining the managerial and tech-
nical capacity needed to develop energy re-
sources on Indian land;

‘“(2) provide grants to Indian tribes and
tribal consortia for use in carrying out
projects to promote the vertical integration
of energy resources, and to process, use, or
develop those energy resources, on Indian
land; and

““(3) provide low-interest loans to Indian
tribes and tribal consortia for use in the pro-
motion of energy resource development and
vertical integration or energy resources on
Indian land.

““(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
carry out this section such sums as are nec-
essary for each of fiscal years 2004 through
2014.

“SEC. 2603. INDIAN TRIBAL ENERGY RESOURCE
REGULATION.

‘“(a) GRANTS.—The Secretary may provide
to Indian tribes and tribal consortia, on an
annual basis, grants for use in developing,
administering, implementing, and enforcing
tribal laws (including regulations) governing
the development and management of energy
resources on Indian land.

“(b) USe oF FuUNDs.—Funds from a grant
provided under this section may be used by
an Indian tribe or tribal consortium for—

‘(1) the development of a tribal energy re-
source inventory or tribal energy resource
on Indian land;

““(2) the development of a feasibility study
or other report necessary to the development
of energy resources on Indian land;

““(3) the development and enforcement of
tribal laws and the development of technical
infrastructure to protect the environment
under applicable law; or

‘“(4) the training of employees that—

““(A) are engaged in the development of en-
ergy resources on Indian land; or

‘“(B) are responsible for protecting the en-
vironment.

““(c) OTHER ASSISTANCE.—To0 the maximum
extent practicable, the Secretary and the
Secretary of Energy shall make available to
Indian tribes and tribal consortia scientific
and technical data for use in the develop-
ment and management of energy resources
on Indian land.

“SEC. 2604. LEASES, BUSINESS AGREEMENTS,
AND RIGHTS-OF-WAY INVOLVING EN-
ERGY DEVELOPMENT OR TRANS-
MISSION.

‘“(a) LEASES AND AGREEMENTS.—Subject to
the provisions of this section—

‘(1) an Indian tribe may, at its discretion,
enter into a lease or business agreement for
the purpose of energy development, includ-
ing a lease or business agreement for—

“(A) exploration for, extraction of, proc-
essing of, or other development of energy re-
sources on tribal land; and

‘“(B) construction or operation of an elec-
tric generation, transmission, or distribution
facility located on tribal land; or a facility
to process or refine energy resources devel-
oped on tribal land; and

““(2) a lease or business agreement de-
scribed in paragraph (1) shall not require the
approval of the Secretary under section 2103
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of the Revised Statutes (25 U.S.C. 81) or any
other provision of law, if—

““(A) the lease or business agreement is ex-
ecuted in accordance with a tribal energy re-
source agreement approved by the Secretary
under subsection (e);

“(B) the term of the lease or business
agreement does not exceed—

““(i) 30 years; or

“(ii) in the case of a lease for the produc-
tion of oil and gas resources, 10 years and as
long thereafter as oil or gas is produced in
paying quantities; and

“(C) the Indian tribe has entered into a
tribal energy resource agreement with the
Secretary, as described in subsection (e), re-
lating to the development of energy re-
sources on tribal land (including an annual
trust asset evaluation of the activities of the
Indian tribe conducted in accordance with
the agreement).

“(b) RIGHTS-OF-WAY FOR PIPELINES OR
ELECTRIC TRANSMISSION OR DISTRIBUTION
LINES.—AnN Indian tribe may grant a right-
of-way over tribal land for a pipeline or an
electric transmission or distribution line
without specific approval by the Secretary
if—

““(1) the right-of-way is executed in accord-
ance with a tribal energy resource agree-
ment approved by the Secretary under sub-
section (e);

“(2) the term of the right-of-way does not
exceed 30 years;

““(3) the pipeline or electric transmission
or distribution line serves—

“(A) an electric generation, transmission,
or distribution facility located on tribal
land; or

““(B) a facility located on tribal land that
processes or refines energy resources devel-
oped on tribal land; and

‘“(4) the Indian tribe has entered into a
tribal energy resource agreement with the
Secretary, as described in subsection (e), re-
lating to the development of energy re-
sources on tribal land (including an annual
trust asset evaluation of the activities of the
Indian tribe conducted in accordance with
the agreement).

““(c) RENEWALS.—A lease or business agree-
ment entered into or a right-of-way granted
by an Indian tribe under this section may be
renewed at the discretion of the Indian tribe
in accordance with this section.

“(d) VALIDITY.—No lease, business agree-
ment, or right-of-way under this section
shall be valid unless the lease, business
agreement, or right-of-way is authorized in
accordance with tribal energy resource
agreements approved by the Secretary under
subsection (e).

‘““(e) TRIBAL ENERGY RESOURCE AGREE-
MENTS.—

““(1) On promulgation of regulations under
paragraph (9), an Indian tribe may submit to
the Secretary for approval a tribal energy re-
source agreement governing leases, business
agreements, and rights-of-way under this
section.

“(2)(A) Not later than 180 days after the
date on which the Secretary receives a tribal
energy resource agreement submitted by an
Indian tribe under paragraph (1) (or such
later date as may be agreed to by the Sec-
retary and the Indian tribe), the Secretary
shall approve or disapprove the tribal energy
resource agreement.

““(B) The Secretary shall approve a tribal
energy resource agreement submitted under
paragraph (1) if—

“(i) the Secretary determines that the In-
dian tribe has demonstrated that the Indian
tribe has sufficient capacity to regulate the
development of energy resources of the In-
dian tribe; and

“(ii) the tribal energy resource agreement
includes provisions that, with respect to a
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lease, business agreement, or right-of-way
under this section—

“(1) ensure the acquisition of necessary in-
formation from the applicant for the lease,
business agreement, or right-of-way;

“(11) address the term of the lease or busi-
ness agreement or the term of conveyance of
the right-of-way;

“(111) address amendments and renewals;

“(1IV) address consideration for the lease,
business agreement, or right-of-way;

““(V) address technical or other relevant re-
quirements;

“(VI1) establish requirements for environ-
mental review in accordance with subpara-
graph (C);

“(VII) ensure compliance with all applica-
ble environmental laws;

“(VIH1) identify final approval authority;

“(IX) provide for public notification of
final approvals;

“(X) establish a process for consultation
with any affected States concerning poten-
tial off-reservation impacts associated with
the lease, business agreement, or right-of-
way; and

“(X1) describe the remedies for breach of
the lease, agreement, or right-of-way.

“(C) Tribal energy resource agreements
submitted under paragraph (1) shall estab-
lish, and include provisions to ensure com-
pliance with, an environmental review proc-
ess that, with respect to a lease, business
agreement, or right-of-way under this sec-
tion, provides for—

‘(i) the identification and evaluation of all
significant environmental impacts (as com-
pared with a no-action alternative), includ-
ing effects on cultural resources;

“(ii) the identification of proposed mitiga-
tion;

““(iii) a process for ensuring that the public
is informed of and has an opportunity to
comment on any proposed lease, business
agreement, or right-of-way before tribal ap-
proval of the lease, business agreement, or
right-of-way (or any amendment to or re-
newal of the lease, business agreement, or
right-of-way); and

““(iv) sufficient administrative support and
technical capability to carry out the envi-
ronmental review process.

“(D) A tribal energy resource agreement
negotiated between the Secretary and an In-
dian tribe in accordance with this subsection
shall include—

“(i) provisions requiring the Secretary to
conduct an annual trust asset evaluation to
monitor the performance of the activities of
the Indian tribe associated with the develop-
ment of energy resources on tribal land by
the Indian tribe; and

“(ii) in the case of a finding by the Sec-
retary of imminent jeopardy to a physical
trust asset, provisions authorizing the Sec-
retary to reassume responsibility for activi-
ties associated with the development of en-
ergy resources on tribal land.

““(3) The Secretary shall provide notice and
opportunity for public comment on tribal en-
ergy resource agreements submitted under
paragraph (1).

“(4) If the Secretary disapproves a tribal
energy resource agreement submitted by an
Indian tribe under paragraph (1), the Sec-
retary shall—

“(A) notify the Indian tribe in writing of
the basis for the disapproval;

“(B) identify what changes or other ac-
tions are required to address the concerns of
the Secretary; and

“(C) provide the Indian tribe with an op-
portunity to revise and resubmit the tribal
energy resource agreement.

“(5) If an Indian tribe executes a lease or
business agreement or grants a right-of-way
in accordance with a tribal energy resource
agreement approved under this subsection,
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the Indian tribe shall, in accordance with the
process and requirements set forth in the
Secretary’s regulations adopted pursuant to
subsection (e)(9), provide to the Secretary—

“(A) a copy of the lease, business agree-
ment, or right-of-way document (including
all amendments to and renewals of the docu-
ment); and

““(B) in the case of a tribal energy resource
agreement or a lease, business agreement, or
right-of-way that permits payment to be
made directly to the Indian tribe, docu-
mentation of those payments sufficient to
enable the Secretary to discharge the trust
responsibility of the United States as appro-
priate under applicable law.

*“(6) The Secretary shall continue to have a
trust obligation to ensure that the rights of
an Indian tribe are protected in the event of
a violation of the terms of any lease, busi-
ness agreement or right-of-way by any other
party to the lease, business agreement, or
right-of-way.

“(7)(A) The United States shall not be lia-
ble for any loss or injury sustained by any
party (including an Indian tribe or any mem-
ber of an Indian tribe) to a lease, business
agreement, or right-of-way executed in ac-
cordance with tribal energy resource agree-
ments approved under this subsection.

‘“(B) On approval of a tribal energy re-
source agreement of an Indian tribe under
paragraph (1), the Indian tribe shall be
stopped from asserting a claim against the
United States on the grounds that the Sec-
retary should not have approved the Tribal
energy resource agreement.

“(8)(A) In this paragraph, the term ‘inter-
ested party’ means any person or entity the
interests of which have sustained or will sus-
tain a significant adverse impact as a result
of the failure of an Indian tribe to comply
with a tribal energy resource agreement of
the Indian tribe approved by the Secretary
under paragraph (2).

‘“(B) After exhaustion of tribal remedies,
and in accordance with the process and re-
quirements set forth in regulations adopted
by the Secretary pursuant to subsection
(€)(9), an interested party may submit to the
Secretary a petition to review compliance of
an Indian tribe with a tribal energy resource
agreement of the Indian tribe approved
under this subsection.

“(C) If the Secretary determines that an
Indian tribe is not in compliance with a trib-
al energy resource agreement approved
under this subsection, the Secretary shall
take such action as is necessary to compel
compliance, including—

“(i) suspending a lease, business agree-
ment, or right-of-way under this section
until an Indian tribe is in compliance with
the approved tribal energy resource agree-
ment; and

““(ii) rescinding approval of the tribal en-
ergy resource agreement and reassuming the
responsibility for approval of any future
leases, business agreements, or rights-of-way
associated with an energy pipeline or dis-
tribution line described in subsections (a)
and (b).

“(D) If the Secretary seeks to compel com-
pliance of an Indian tribe with an approved
tribal energy resource agreement under sub-
paragraph (C)(ii), the Secretary shall—

‘(i) make a written determination that de-
scribes the manner in which the tribal en-
ergy resource agreement has been violated;

‘“(ii) provide the Indian tribe with a writ-
ten notice of the violation together with the
written determination; and

““(iii) before taking any action described in
subparagraph (C)(ii) or seeking any other
remedy, provide the Indian tribe with a hear-
ing and a reasonable opportunity to attain
compliance with the tribal energy resource
agreement.
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“(E)(I) An Indian tribe described in sub-
paragraph (D) shall retain all rights to ap-
peal as provided in regulations promulgated
by the Secretary.

‘(i) The decision of the Secretary with re-
spect to an appeal described in clause (i),
after any agency appeal provided for by regu-
lation, shall constitute a final agency action.

““(9) Not later than 180 days after the date
of enactment of the Indian Tribal Energy De-
velopment and Self-Determination Act of
2003, the Secretary shall promulgate regula-
tions that implement the provisions of this
subsection, including—

“(A) criteria to be used in determining the
capacity of an Indian tribe described in para-
graph (2)(B)(i), including the experience of
the Indian tribe in managing natural re-
sources and financial and administrative re-
sources available for use by the Indian tribe
in implementing the approved tribal energy
resource agreement of the Indian tribe; and

““(B) a process and requirements in accord-
ance with which an Indian tribe may—

‘(i) voluntarily rescind an approved tribal
energy resource agreement approved by the
Secretary under this subsection; and

“(ii) return to the Secretary the responsi-
bility to approve any future leases, business
agreements, and rights-of-way described in
this subsection.

““(f) No EFFECT ON OTHER LAW.—Nothing in
this section affects the application of—

‘(1) any Federal environmental law;

“(2) the Surface Mining Control and Rec-
lamation Act of 1977 (30 U.S.C. 1201 et seq.);
or

““(3) except as otherwise provided in this
title, the Indian Mineral Development Act of
1982 (25 U.S.C. 2101 et seq.).

“SEC. 2605. FEDERAL POWER MARKETING ADMIN-
ISTRATIONS.

“‘(a) DEFINITIONS.—In this section:

“(1) The term ‘Administrator’ means the
Administrator of the Bonneville Power Ad-
ministration and the Administrator of the
Western Area Power Administration.

“(2) The term ‘power marketing adminis-
tration’ means

““(A) the Bonneville Power Administration;

“(B) the Western Area Power Administra-
tion; and

“(C) any other power administration the
power allocation of which is used by or for
the benefit of an Indian tribe located in the
service area of the administration.

“‘(b) ENCOURAGEMENT OF INDIAN TRIBAL EN-
ERGY DEVELOPMENT.—Each Administrator
shall encourage Indian tribal energy develop-
ment by taking such actions as are appro-
priate, including administration of programs
of the Bonneville Power Administration and
the Western Area Power Administration, in
accordance with this section.

““(c) ACTION BY THE ADMINISTRATOR.—INn
carrying out this section, and in accordance
with existing law—

““(1) each Administrator shall consider the
unique relationship that exists between the
United States and Indian tribes;

“(2) power allocations from the Western
Area Power Administration to Indian tribes
may be used to meet firming and reserve
needs of Indian-owned energy projects on In-
dian land;

““(3) the Administrator of the Western Area
Power Administration may purchase power
from Indian tribes to meet the firming and
reserve requirements of the Western Area
Power Administration; and

““(4) each Administrator shall not pay more
than the prevailing market price for an en-
ergy product nor obtain less than prevailing
market terms and conditions.

““(d) ASSISTANCE FOR TRANSMISSION SYSTEM
USE.—

“(1) An Administrator may provide tech-
nical assistance to Indian tribes seeking to
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use the high-voltage transmission system for
delivery of electric power.

““(2) The costs of technical assistance pro-
vided under paragraph (1) shall be funded by
the Secretary of Energy using nonreimburs-
able funds appropriated for that purpose, or
by the applicable Indian tribes.

““(e) POWER ALLOCATION STuDY.—Not later
than 2 years after the date of enactment of
the Indian Tribal Energy Development and
Self-Determination Act of 2003, the Sec-
retary of Energy shall submit to the Con-
gress a report that—

““(1) describes the use by Indian tribes of
Federal power allocations of the Western
Area Power Administration (or power sold
by the Southwestern Power Administration)
and the Bonneville Power Administration to
or for the benefit of Indian tribes in service
areas of those administrations; and

““(2) identifies—

“(A) the quantity of power allocated to In-
dian tribes by the Western Area Power Ad-
ministration;

““(B) the quantity of power sold to Indian
tribes by other power marketing administra-
tions; and

“(C) barriers that impede tribal access to
and use of Federal power, including an as-
sessment of opportunities to remove those
barriers and improve the ability of power
marketing administrations to facilitate the
use of Federal power by Indian tribes.

“(f) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section $750,000, which shall
remain available until expended and shall
not be reimbursable.

“SEC. 2606. INDIAN MINERAL DEVELOPMENT RE-
VIEW.

““(a) IN GENERAL.—The Secretary shall con-
duct a review of all activities being con-
ducted under the Indian Mineral Develop-
ment Act of 1982 (25 U.S.C. 2101 et seq.) as of
that date.

“(b) REPORT.—Not later than 1 year after
the date of enactment of the Indian Tribal
Energy Development and Self-Determination
Act of 2003, the Secretary shall submit to the
Congress a report that includes—

““(1) the results of the review;

““(2) recommendations to ensure that In-
dian tribes have the opportunity to develop
Indian energy resources; and

“(3) an analysis of the barriers to the de-
velopment of energy resources on Indian
land (including legal, fiscal, market, and
other barriers), along with recommendations
for the removal of those barriers.

“SEC. 2607. WIND AND HYDROPOWER FEASI-
BILITY STUDY.

‘““(a) STUDY.—The Secretary, in coordina-
tion with the Secretary of the Army and the
Secretary of the Interior, shall conduct a
study of the cost and feasibility of devel-
oping a demonstration project that would
use wind energy generated by Indian tribes
and hydropower generated by the Army
Corps of Engineers on the Missouri River to
supply firming power to the Western Area
Power Administration.

““(b) ScoPE oF STuDY.—The study shall—

““(1) determine the feasibility of the blend-
ing of wind energy and hydropower gen-
erated from the Missouri River dams oper-
ated by the Army Corps of Engineers;

““(2) review historical purchase require-
ments and projected purchase requirements
for firming and the patterns of availability
and use of firming energy;

““(3) assess the wind energy resource poten-
tial on tribal land and projected cost savings
through a blend of wind and hydropower over
a 30-year period;

“‘(4) determine seasonal capacity needs and
associated transmission upgrades for inte-
gration of tribal wind generation; and
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““(5) include an independent tribal engineer
as a study team member.

‘“(c) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Sec-
retary and Secretary of the Army shall sub-
mit to Congress a report that describes the
results of the study, including—

“(1) an analysis of the potential energy
cost or benefits to the customers of the
Western Area Power Administration through
the blend of wind and hydropower;

““(2) an evaluation of whether a combined
wind and hydropower system can reduce res-
ervoir fluctuation, enhance efficient and re-
liable energy production, and provide Mis-
souri River management flexibility;

““(3) recommendations for a demonstration
project that could be carried out by the
Western Area Power Administration in part-
nership with an Indian tribal government or
tribal consortium to demonstrate the feasi-
bility and potential of using wind energy
produced on Indian land to supply firming
energy to the Western Area Power Adminis-
tration or any other Federal power mar-
keting agency; and

*“(4) an identification of—

““(A) the economic and environmental costs
or benefits to be realized through such a Fed-
eral-tribal partnership; and

““(B) the manner in which such a partner-
ship could contribute to the energy security
of the United States.

““(d) FUNDING.—

““(1) There is authorized to be appropriated
to carry out this section $500,000, to remain
available until expended.

““(2) Costs incurred by the Secretary in car-
rying out this section shall be nonreimburs-
able.”.

SEC. 304. FOUR CORNERS TRANSMISSION LINE
PROJECT.

The Dine Power Authority, an enterprise
of the Navajo Nation, shall be eligible to re-
ceive grants and other assistance as author-
ized by section 302 of this title and section
2602 of the Energy Policy Act of 1992, as
amended by this title, for activities associ-
ated with the development of a transmission
line from the Four Corners Area to southern
Nevada, including related power generation
opportunities.

SEC. 305. ENERGY EFFICIENCY IN FEDERALLY AS-
SISTED HOUSING.

(a) IN GENERAL.—The Secretary of Housing
and Urban Development shall promote en-
ergy conservation in housing that is located
on Indian land and assisted with Federal re-
sources through—

(1) the use of energy-efficient technologies
and innovations (including the procurement
of energy-efficient refrigerators and other
appliances);

(2) the promotion of shared savings con-
tracts; and

(3) the use and implementation of such
other similar technologies and innovations
as the Secretary of Housing and Urban De-
velopment considers to be appropriate.

(b) AMENDMENT.—Section 202(2) of the Na-
tive American Housing and Self-Determina-
tion Act of 1996 (25 U.S.C. 4132(2)) is amended
by inserting ‘improvement to achieve great-
er energy efficiency,’ after ‘planning,’.

SEC. 306. CONSULTATION WITH INDIAN TRIBES.

In carrying out this Act and the amend-
ments made by this Act, the Secretary of
Energy and the Secretary shall, as appro-
priate and to the maximum extent prac-
ticable, involve and consult with Indian
tribes in a manner that is consistent with
the Federal trust and the government-to-
government relationships between Indian
tribes and the United States.
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TITLE IV—NUCLEAR MATTERS
Subtitle A—Price-Anderson Act Amendments
SEC. 401. SHORT TITLE.

This subtitle may be cited as the ‘“‘Price-
Anderson Amendments Act of 2003”".

SEC. 402. EXTENSION OF INDEMNIFICATION AU-
THORITY.

(a) INDEMNIFICATION OF NUCLEAR REGU-
LATORY COMMISSION  LICENSEES.—Section
170c. of the Atomic Energy Act of 1954 (42
U.S.C. 2210(c)) is amended—

(1) in the subsection heading, by striking
““LICENSES”’ and inserting ‘“‘LICENSEES”’;

(2) by striking “licenses issued between
August 30, 1954, and December 31, 2003’ and
inserting ‘“‘licenses issued after August 30,
1954°"; and

(3) by striking ‘““With respect to any pro-
duction or utilization facility for which a
construction permit is issued between Au-
gust 30, 1954, and December 31, 2003, the re-
quirements of this subsection shall apply to
any license issued for such facility subse-
quent to December 31, 2003.”’

(b) INDEMNIFICATION OF DEPARTMENT OF EN-
ERGY CONTRACTORS.—Section 170d.(1)(A) of
the Atomic Energy Act of 1954 (42 U.S.C.
2210(d)(1)(A)) is amended by striking “‘, until
December 31, 2004,”".

(c) INDEMNIFICATION OF NONPROFIT EDU-
CATIONAL INSTITUTIONS.—Section 170k. of the
Atomic Energy Act of 1954 (42 U.S.C. 2210(k))
is amended—

(1) by striking “licenses issued between
August 30, 1954, and August 1, 2002’" and re-
placing it with “‘licenses issued after August
30, 1954’°; and

(2) by striking “With respect to any pro-
duction or utilization facility for which a
construction permit is issued between Au-
gust 30, 1954, and August 1, 2002, the require-
ments of this subsection shall apply to any
license issued for such facility subsequent to
August 1, 2002.”’

SEC. 403. MAXIMUM ASSESSMENT.

Section 170 of the Atomic Energy Act of
1954 (42 U.S.C. 2210) is amended—

(1) in the second proviso of the third sen-
tence of subsection b.(1)—

(A) by striking ‘$63,000,000”" and inserting
“‘$94,000,000’’; and

(B) by striking ‘“$10,000,000 in any 1 year”
and inserting ‘‘$15,000,000 in any 1 year (sub-
ject to adjustment for inflation under sub-
section t.)’’; and

(2) in subsection t.(1)—

(A) by inserting ‘“‘total and annual” after
“‘amount of the maximum®’;

(B) by striking ‘‘the date of the enactment
of the Price-Anderson Amendments Act of
1988” and inserting ““July 1, 2003’’; and

(C) by striking ‘“‘such date of enactment”’
and inserting “July 1, 2003"".

SEC. 404. DEPARTMENT OF ENERGY LIABILITY
LIMIT.

(a) INDEMNIFICATION OF DEPARTMENT OF EN-
ERGY CONTRACTORS.—Section 170d. of the
Atomic Energy Act of 1954 (42 U.S.C. 2210(d))
is amended by striking paragraph (2) and in-
serting the following:

“(2) In an agreement of indemnification
entered into under paragraph (1), the Sec-
retary—

“(A) may require the contractor to provide
and maintain financial protection of such a
type and in such amounts as the Secretary
shall determine to be appropriate to cover
public liability arising out of or in connec-
tion with the contractual activity; and

“(B) shall indemnify the persons indem-
nified against such liability above the
amount of the financial protection required,
in the amount of $10,000,000,000 (subject to
adjustment for inflation under subsection t.),
in the aggregate, for all persons indemnified
in connection with the contract and for each
nuclear incident, including such legal costs
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of the contractor as are approved by the Sec-
retary.”.

(b) CONTRACT AMENDMENTS.—Section 170d.
of the Atomic Energy Act of 1954 (42 U.S.C.
2210(d)) is further amended by striking para-
graph (3) and inserting the following—

“(3) AIll agreements of indemnification
under which the Department of Energy (or
its predecessor agencies) may be required to
indemnify any person under this section
shall be deemed to be amended, on the date
of enactment of the Price-Anderson Amend-
ments Act of 2003, to reflect the amount of
indemnity for public liability and any appli-
cable financial protection required of the
contractor under this subsection.”’.

(c) L1ABILITY LIMIT.—Section 170e.(1)(B) of
the Atomic Energy Act of 1954 (42 U.S.C.
2210(e)(1)(B)) is amended by:

(1) striking ‘“the maximum amount of fi-
nancial protection required under subsection
b. or’’; and

(2) striking ‘‘paragraph (3) of subsection d.,
whichever amount is more” and inserting
“‘paragraph (2) of subsection d.””.

SEC. 405. INCIDENTS OUTSIDE THE UNITED
STATES.

(a) AMOUNT OF INDEMNIFICATION.—Section
170d.(5) of the Atomic Energy Act of 1954 (42
U.S.C. 2210(d)(5)) is amended by striking
**$100,000,000"” and inserting ‘‘$500,000,000"".

(b) L1ABILITY LIMIT.—Section 170e.(4) of the
Atomic Energy Act of 1954 (42 U.S.C.
2210(e)(4)) is amended by striking
*$100,000,000"” and inserting ‘“$500,000,000".
SEC. 406. REPORTS.

Section 170p. of the Atomic Energy Act of
1954 (42 U.S.C. 2210(p)) is amended by striking
“August 1, 1998 and inserting ‘‘August 1,
2013
SEC. 407. INFLATION ADJUSTMENT.

Section 170t. of the Atomic Energy Act of
1954 (42 U.S.C. 2210(t)) is amended—

(1) by redesignating paragraph (2) as para-
graph (3); and

(2) by adding after paragraph (1) the fol-
lowing:

““(2) The Secretary shall adjust the amount
of indemnification provided under an agree-
ment of indemnification under subsection d.
not less than once during each 5-year period
following July 1, 2003, in accordance with the
aggregate percentage change in the Con-
sumer Price Index since—

“(A) that date, in the case of the first ad-
justment under this paragraph; or

“(B) the previous adjustment under this
paragraph.’.

SEC. 408. TREATMENT OF MODULAR REACTORS.

Section 170b. of the Atomic Energy Act of
1954 (42 U.S.C. 2210(b)) is amended by adding
at the end the following:

“(5)(A) For purposes of this section only,
the Commission shall consider a combina-
tion of facilities described in subparagraph
(B) to be a single facility having a rated ca-
pacity of 100,000 electrical kilowatts or more.

“(B) A combination of facilities referred to
in subparagraph (A) is 2 or more facilities lo-
cated at a single site, each of which has a
rated capacity of 100,000 electrical kilowatts
or more but not more than 300,000 electrical
kilowatts, with a combined rated capacity of
not more than 1,300,000 electrical Kilo-
watts.”’.

SEC. 409. APPLICABILITY.

The amendments made by sections 403, 404,
and 405 do not apply to a nuclear incident
that occurs before the date of the enactment
of this Act.

SEC. 410. CIVIL PENALTIES.

(a) REPEAL OF AUTOMATIC REMISSION.—Sec-
tion 234Ab.(2) of the Atomic Energy Act of
1954 (42 U.S.C. 2282a(b)(2)) is amended by
striking the last sentence.

(b) LIMITATION FOR NOT-FOR-PROFIT INSTI-
TUTIONS.—Subsection d. of section 234A of

CONGRESSIONAL RECORD — SENATE

the Atomic Energy Act of 1954 (42 U.S.C.
2282a(d)) is amended to read as follows:

“d.(1) Notwithstanding subsection a., in
the case of any not-for-profit contractor,
subcontractor, or supplier, the total amount
of civil penalties paid under subsection a.
may not exceed the total amount of fees paid
within any one-year period (as determined
by the Secretary) under the contract under
which the violation occurs.

““(2) For purposes of this section, the term
“not-for-profit”” means that no part of the
net earnings of the contractor, subcon-
tractor, or supplier inures to the benefit of
any natural person or for-profit artificial
person.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall not apply to any
violation of the Atomic Energy Act of 1954
occurring under a contract entered into be-
fore the date of enactment of this section.

Subtitle B—Deployment of New Nuclear
Plants
SEC. 421. SHORT TITLE.

This subtitle may be cited as the ‘““Nuclear
Energy Finance Act of 2003.”

SEC. 422. DEFINITIONS.

For purposes of this subtitle:

(1) The term ‘“‘advanced reactor design”’
means a nuclear reactor that enhances safe-
ty, efficiency, proliferation resistance, or
waste reduction compared to commercial nu-
clear reactors in use in the United States on
the date of enactment of this Act.

(2) The term “‘eligible project costs’” means
all costs incurred by a project developer that
are reasonably related to the development
and construction of a project under this sub-
title, including costs resulting from regu-
latory or licensing delays.

(3) The term ““financial assistance’ means
a loan guarantee, purchase agreement, or
any combination of the foregoing.

(4) The term ‘“‘loan guarantee’” means any
guarantee or other pledge by the Secretary
to pay all or part of the principal and inter-
est on a loan or other debt obligation issued
by a project developer and funded by a lend-
er.

(5) The term “‘project’”” means any commer-
cial nuclear power facility for the production
of electricity that uses one or more advanced
reactor designs.

(6) The term ‘“‘project developer’”” means an
individual, corporation, partnership, joint
venture, trust, or other entity that is pri-
marily liable for payment of a project’s eligi-
ble costs.

(7) The term “‘purchase agreement’”” means
a contract to purchase the electric energy
produced by a project under this subtitle.

(8) The term “‘Secretary’ means the Sec-
retary of Energy.

SEC. 423. RESPONSIBILITIES OF THE SECRETARY.

(a) FINANCIAL ASSISTANCE.—Subject to the
requirements of the Federal Credit Reform
Act of 1990 (2 U.S.C. 661 et seq.), the Sec-
retary may, subject to appropriations, make
available to project developers for eligible
project costs such financial assistance as the
Secretary determines is necessary to supple-
ment private-sector financing for projects if
he determines that such projects are needed
to contribute to energy security, fuel or
technology diversity, or clean air attain-
ment goals. The Secretary shall prescribe
such terms and conditions for financial as-
sistance as the Secretary deems necessary or
appropriate to protect the financial interests
of the United States.

(b) REQUIREMENTS.—Approval criteria for
financial assistance shall include—

(1) the creditworthiness of the project;

(2) the extent to which financial assistance
would encourage public-private partnerships
and attract private-sector investment;
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(3) the likelihood that financial assistance
would hasten commencement of the project;
and,

(4) any other criteria the Secretary deems
necessary or appropriate.

(c) CONFIDENTIALITY.—The Secretary shall
protect the confidentiality of any informa-
tion that is certified by a project developer
to be commercially sensitive.

(d) FuLL FAITH AND CREDIT.—AII financial
assistance provided by the Secretary under
this subtitle shall be general obligations of
the United States backed by its full faith
and credit.

SEC. 424. LIMITATIONS.

(a) FINANCIAL ASSISTANCE.—The total fi-
nancial assistance per project provided by
this subtitle shall not exceed fifty percent of
eligible project costs.

(b) GENERATION.—The total electrical gen-
eration capacity of all projects provided by
this subtitle shall not exceed 8,400
megawatts.

SEC. 425. REGULATIONS.

Not later than 12 months from the date of
enactment of this Act, the Secretary shall
issue regulations to implement this subtitle.

Subtitle C—Advanced Reactor Hydrogen Co-
Generation Project ,
SEC. 431. PROJECT ESTABLISHMENT.

The Secretary is directed to establish an
Advanced Reactor Hydrogen Co-Generation
Project.

SEC. 432. PROJECT DEFINITION.

The project shall conduct the research, de-
velopment, design, construction, and oper-
ation of a hydrogen production co-generation
testbed that, relative to the current com-
mercial reactors, enhances safety features,
reduces waste production, enhances thermal
efficiencies, increases proliferation resist-
ance, and has the potential for improved eco-
nomics and physical security in reactor
siting. This testbed shall be constructed so
as to enable research and development on ad-
vanced reactors of the type selected and on
alternative approaches for reactor-based pro-
duction of hydrogen.

SEC. 433. PROJECT MANAGEMENT.

(@) MANAGEMENT.—The project shall be
managed within the Department by the Of-
fice of Nuclear Energy Science and Tech-
nology.

(b) LEAD LABORATORY.—The lead labora-
tory for the program, providing the site for
the reactor construction, shall be the Idaho
National Engineering and Environmental
Laboratory (““INEEL").

(c) STEERING COMMITTEE.—The Secretary
shall establish a national steering com-
mittee with membership from the national
laboratories, universities, and industry to
provide advice to the Secretary and the Di-
rector of the Office of Nuclear Energy,
Science and Technology on technical and
program management aspects of the project.

(d) COLLABORATION.—Project activities
shall be conducted at INEEL, other national
laboratories, universities, domestic industry,
and international partners.

SEC. 434. PROJECT REQUIREMENTS.

(a) RESEARCH AND DEVELOPMENT.—The
project shall include planning, research and
development, design, and construction of an
advanced, next-generation, nuclear energy
system suitable for enabling further research
and development on advanced reactor tech-
nologies and alternative approaches for reac-
tor-based generation of hydrogen.

(1) The project shall utilize, where appro-
priate, extensive reactor test capabilities
resident at INEEL.

(2) The project shall be designed to explore
technical, environmental, and economic fea-
sibility of alternative approaches for reac-
tor-based hydrogen production.
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(3) The industrial lead for the project must
be a United States-based company.

(b) INTERNATIONAL COLLABORATION.—The
Secretary shall seek international coopera-
tion, participation, and financial contribu-
tion in this program.

(1) The project may contract for assistance
from specialists or facilities from member
countries of the Generation IV International
Forum, the Russian Federation, or other
international partners where such specialists
or facilities provide access to cost-effective
and relevant skills or test capabilities.

(2) International activities shall be coordi-
nated with the Generation IV International
Forum.

(3) The Secretary may combine this
project with the Generation IV Nuclear En-
ergy Systems Program.

(c) DEMONSTRATION.—The overall project,
which may involve demonstration of selected
project objectives in a partner nation, must
demonstrate both electricity and hydrogen
production and may provide flexibility,
where technically and economically feasible
in the design and construction, to enable
tests of alternative reactor core and cooling
configurations.

(d) PARTNERSHIPS.—The Secretary shall es-
tablish cost-shared partnerships with domes-
tic industry or international participants for
the research, development, design, construc-
tion and operation of the demonstration fa-
cility, and preference in determining the
final project structure shall be given to an
overall project which retains United States
leadership while maximizing cost sharing op-
portunities and minimizing federal funding
responsibilities.

(e) TARGET DATE.—The Secretary shall se-
lect technologies and develop the project to
provide initial testing of either hydrogen
production or electricity generation by 2010
or provide a report to Congress why this date
is not feasible.

(f) WAIVER OF CONSTRUCTION TIMELINES.—
The Secretary is authorized to conduct the
Advanced Reactor Hydrogen Co-Generation
Project without the constraints of DOE
Order 413.3 as deemed necessary to meet the
specified operational date.

(g) COMPETITION.—The Secretary may fund
up to two teams for up to one year to develop
detailed proposals for competitive evalua-
tion and selection of a single proposal and
concept for further progress. The Secretary
shall define the format of the competitive
evaluation of proposals.

(h) Use oF FAcILITIES.—Research facilities
in industry, national laboratories, or univer-
sities either within the United States or
with cooperating international partners may
be used to develop the enabling technologies
for the demonstration facility. Utilization of
domestic university-based testbeds shall be
encouraged to provide educational opportu-
nities for student development.

(i) ROLE OF NUCLEAR REGULATORY COMMIS-
SION.—The Secretary shall seek active par-
ticipation of the Nuclear Regulatory Com-
mission throughout the project to develop
risk-based criteria for any future commer-
cial development of a similar reactor archi-
tecture.

(J) REPORT.—A comprehensive project plan
shall be developed no later than April 30,
2004. The project plan shall be updated annu-
ally with each annual budget submission.
SEC. 435. AUTHORIZATION OF APPROPRIATIONS.

(a) RESEARCH, DEVELOPMENT AND DESIGN
PROGRAMS.—The following sums are author-
ized to be appropriated to the Secretary for
all activities under this subtitle except for
reactor construction:

(1) For fiscal year 2004, $35,000,000;

(2) For each of fiscal years 2005-2008,
$150,000,000; and
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(3) For fiscal years beyond 2008, such funds
as are needed are authorized to be appro-
priated.

(b) REACTOR CONSTRUCTION.—The following
sum is authorized to be appropriated to the
Secretary for all project-related construc-
tion activities, to be available until ex-
pended, $500,000,000.

Subtitle D—Miscellaneous Matters
SEC. 441. URANIUM SALES AND TRANSFERS.

Section 3112 of the USEC Privatization Act
(42 U.S.C. 2297h-10) is amended by striking
subsections (d) and (e) and inserting the fol-
lowing:

“(d)(1)(A) The aggregate annual deliveries
of uranium in any form (including natural
uranium concentrates, natural uranium
hexafluoride, enriched uranium, and depleted
uranium) sold or transferred for commercial
nuclear power end uses by the United States
Government shall not exceed 3,000,000 pounds
U3Os equivalent per year through calendar
year 2009. Such aggregate annual deliveries
shall not exceed 5,000,000 pounds UzOg equiva-
lent per year in calendar years 2010 and 2011.
Such aggregate annual deliveries shall not
exceed 7,000,000 pounds UsOg equivalent in
calendar year 2012. Such aggregate annual
deliveries shall not exceed 10,000,000 pounds
U3Os equivalent per year in calendar year
2013 and each year thereafter. Any sales or
transfers by the United States Government
to commercial end users shall be limited to
long-term contracts of no less than 3 years
duration.

‘“(B) The recovery and extraction of the
uranium component from contaminated ura-
nium bearing materials from United States
Government sites by commercial entities
shall be the preferred method of making ura-
nium available under this subsection. The
uranium component contained in such con-
taminated materials shall be counted
against the annual maximum deliveries set
forth in this section, provided that uranium
is sold to end users.

““(C) Sales or transfers of uranium by the
United States Government for the following
purposes are exempt from the provisions of
this paragraph—

‘(i) sales or transfers provided for under
existing law for use by the Tennessee Valley
Authority in relation to the Department of
Energy’s high-enriched uranium or tritium
programs;

““(ii) sales or transfers to the Department
of Energy research reactor sales program;

““(iii) the transfer of up to 3,293 metric tons
of uranium to the United States Enrichment
Corporation to replace uranium that the
Secretary transferred, prior to privatization
of the United States Enrichment Corpora-
tion in July 1998, to the Corporation on or
about June 30, 1993, April 20, 1998, and May
18, 1998, and that does not meet commercial
specifications;

“(iv) the sale or transfer of any uranium
for emergency purposes in the event of a dis-
ruption in supply to end users in the United
States;

““(v) the sale or transfer of any uranium in
fulfillment of the United States Govern-
ment’s obligations to provide security of
supply with respect to implementation of the
Russian HEU Agreement; and

““(vi) the sale or transfer of any enriched
uranium for use in an advanced commercial
nuclear power plant in the United States
with nonstandard fuel requirements.

‘(D) The Secretary may transfer or sell en-
riched uranium to any person for national
security purposes, as determined by the Sec-
retary.

‘“(2) Except as provided in subsections (b)
and (c), and in paragraph (1)(B), clauses (i)
through (iii) of paragraph (1)(C), and para-
graph (1)(D) of this subsection, no sale or
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transfer of uranium in any form shall be
made by the United States Government un-
less—

““(A) the President determines that the ma-
terial is not necessary for national security
needs;

““(B) the price paid to the Secretary, if the
transaction is a sale, will not be less than
the fair market value of the material, as de-
termined at the time that such material is
contracted for sale;

““(C) prior to any sale or transfer, the Sec-
retary solicits the written views of the De-
partment of State and the National Security
Council with regard to whether such sale or
transfer would have any adverse effect on na-
tional security interests of the United
States, including interests related to the im-
plementation of the Russian HEU Agree-
ment; and

‘(D) neither the Department of State nor
the National Security Council objects to
such sale or transfer.

The Secretary shall endeavor to determine
whether a sale or transfer is permitted under
this paragraph within 30 days. The Sec-
retary’s determinations pursuant to this
paragraph shall be made available to inter-
ested members of the public prior to author-
izing any such sale or transfer.

“(3) Within 1 year after the date of enact-
ment of this subsection and annually there-
after the Secretary shall undertake an as-
sessment for the purpose of reviewing avail-
able excess Government uranium inven-
tories, and determining, consistent with the
procedures and limitations established in
this subsection, the level of inventory to be
sold or transferred to end users.

“(4) Within 5 years after the date of enact-
ment of this subsection and biennially there-
after the Secretary shall report to the Con-
gress on the implementation of this sub-
section. The report shall include a discussion
of all sales or transfers made by the United
States Government, the impact of such sales
or transfers on the domestic uranium indus-
try, the spot market uranium price, and the
national security interests of the United
States, and any steps taken to remediate
any adverse impacts of such sales or trans-
fers.

““(5) For purposes of this subsection, the
term ‘United States Government’ does not
include the Tennessee Valley Authority.”.
SEC. 442. DECOMMISSIONING PILOT PROGRAM.

(a) P1LOT PROGRAM.—The Secretary shall
establish a decommissioning pilot program
to decommission and decontaminate the so-
dium-cooled fast breeder experimental test-
site reactor located in northwest Arkansas
in accordance with the decommissioning ac-
tivities contained in the August 31, 1998 De-
partment of Energy report on the reactor.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section $16,000,000.

TITLE V—RENEWABLE ENERGY
Subtitle A—General Provisions
SEC. 501. ASSESSMENT OF RENEWABLE ENERGY
RESOURCES.

(a) RESOURCE ASSESSMENT.—Not later than
6 months after the date of enactment of this
title, and each year thereafter, the Secretary
of Energy shall review the available assess-
ments of renewable energy resources within
the United States, including solar, wind, bio-
mass, ocean (tidal and thermal), geothermal,
and hydroelectric energy resources, and un-
dertake new assessments as necessary, tak-
ing into account changes in market condi-
tions, available technologies, and other rel-
evant factors.

(b) CONTENTS OF REPORTS.—Not later than
1 year after the date of enactment of this
title, and each year thereafter, the Secretary
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shall publish a report based on the assess-
ment under subsection (a). The report shall
contain—

(1) a detailed inventory describing the
available amount and characteristics of the
renewable energy resources; and

(2) such other information as the Secretary
believes would be useful in developing such
renewable energy resources, including de-
scriptions of surrounding terrain, population
and load centers, nearby energy infrastruc-
ture, location of energy and water resources,
and available estimates of the costs needed
to develop each resource, together with an
identification of any barriers to providing
adequate transmission for remote sources of
renewable energy resources to current and
emerging markets, recommendations for re-
moving or addressing such barriers, and
ways to provide access to the grid that do
not unfairly disadvantage renewable or other
energy producers.

(c) AUTHORIZATION OF APPROPRIATIONS.—
For the purposes of this section, there are
authorized to be appropriated to the Sec-
retary of Energy $10,000,000 for each of fiscal
years 2004 through 2008.

SEC. 502. RENEWABLE ENERGY PRODUCTION IN-
CENTIVE.

(@) INCENTIVE PAYMENTS.—Section 1212(a)
of the Energy Policy Act of 1992 (42 U.S.C.
13317(a)) is amended by striking ‘““and which
satisfies’ and all that follows through ‘‘Sec-
retary shall establish.” and inserting ‘. If
there are insufficient appropriations to
make full payments for electric production
from all qualified renewable energy facilities
in any given year, the Secretary shall assign
60 percent of appropriated funds for that
year to facilities that use solar, wind, geo-
thermal, or closed-loop (dedicated energy
crops) biomass technologies to generate elec-
tricity, and assign the remaining 40 percent
to other projects. The Secretary may, after
transmitting to the Congress an explanation
of the reasons therefor, alter the percentage
requirements of the preceding sentence.”.

(b) QUALIFIED RENEWABLE ENERGY FACIL-
ITY.—Section 1212(b) of the Energy Policy
Act of 1992 (42 U.S.C. 13317(b)) is amended—

(1) by striking ‘“‘a State or any political”’
and all that follows through ‘““nonprofit elec-
trical cooperative’ and inserting ‘“‘a not-for-
profit electric cooperative, a public utility
described in section 115 of the Internal Rev-
enue Code of 1986, a State, Commonwealth,
territory, or possession of the United States
or the District of Columbia, or a political
subdivision thereof, or an Indian tribal gov-
ernment of subdivision thereof,”’; and

(2) by inserting ““landfill gas,”” after ‘““‘wind,
biomass,”’.

(c) ELiGIBILITY WINDOW.—Section 1212(c) of
the Energy Policy Act of 1992 (42 U.S.C.
13317(c)) is amended by striking ‘‘during the
10-fiscal year period beginning with the first
full fiscal year occurring after the enact-
ment of this section’” and inserting ‘‘after
October 1, 2003, and before October 1, 2013".

(d) AMOUNT OF PAYMENT.—Section
1212(e)(1) of the Energy Policy Act of 1992 (42
U.S.C. 13317(e)(1)) is amended by inserting
“landfill gas,”” after ““wind, biomass,”.

(e) SUNSET.—Section 1212(f) of the Energy
Policy Act of 1992 (42 U.S.C. 13317(f)) is
amended by striking ‘“the expiration of”’ and
all that follows through ‘‘of this section”
and inserting ‘“‘September 30, 2023,

(f) AUTHORIZATION OF APPROPRIATIONS.—
Section 1212(g) of the Energy Policy Act of
1992 (42 U.S.C. 13317(g)) is amended to read as
follows:

““(g) AUTHORIZATION OF APPROPRIATIONS.—

““(1) IN GENERAL.—Subject to paragraph (2),
there are authorized to be appropriated such
sums as may be necessary to carry out this
section for fiscal years 2003 through 2023.
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““(2) AVAILABILITY OF FUNDS.—Funds made
available under paragraph (1) shall remain
available until expended.”.

SEC. 503. RENEWABLE ENERGY ON FEDERAL
LANDS.

(@) REPORT.—Within 24 months after the
date of enactment of this Act, the Secretary
of the Interior, in cooperation with the Sec-
retary of Agriculture, shall develop and re-
port to the Congress recommendations on
opportunities to develop renewable energy
on public lands under the jurisdiction of the
Secretary of the Interior and National For-
est System lands under the jurisdiction of
the Secretary of Agriculture. The report
shall include—

(1) 5-year plans developed by the Secretary
of the Interior and the Secretary of Agri-
culture, respectively, for encouraging the de-
velopment of renewable energy consistent
with applicable law and management plans;
and

(2) an analysis of—

(A) the use of rights-of-way, leases, or
other methods to develop renewable energy
on such lands;

(B) the anticipated benefits of grants,
loans, tax credits, or other provisions to pro-
mote renewable energy development on such
lands; and

(C) any issues that the Secretary of the In-
terior or the Secretary of Agriculture have
encountered in managing renewable energy
projects on such lands, or believe are likely
to arise in relation to the development of re-
newable energy on such lands;

(3) a list, developed in consultation with
the Secretary of Energy and the Secretary of
Defense, of lands under the jurisdiction of
the Department of Energy or Defense that
would be suitable for development for renew-
able energy, and any recommended statutory
and regulatory mechanisms for such develop-
ment; and

(4) any recommendations pertaining to the
issues addressed in the report.

(b) NATIONAL ACADEMY OF
STUDY.—

(1) Not later than 90 days after the date of
the enactment of this section, the Secretary
of the Interior shall contract with the Na-
tional Academy of Sciences to—

(A) study the potential for the develop-
ment of wind, solar, and ocean (tidal and
thermal) energy on the Outer Continental
Shelf;

(B) assess existing Federal authorities for
the development of such resources; and

(C) recommend statutory and regulatory
mechanisms for such development.

(2) The results of the study shall be trans-
mitted to the Congress within 24 months
after the date of the enactment of this sec-
tion.

SEC. 504. FEDERAL PURCHASE REQUIREMENT.

(a) REQUIREMENT.—The President, acting
through the Secretary of Energy, shall seek
to ensure that, to the extent economically
feasible and technically practicable, of the
total amount of electric energy the Federal
Government consumes during any fiscal
year, the following amounts shall be renew-
able energy—

(1) not less than 3 percent in fiscal years
2005 through 2007,

(2) not less than 5 percent in fiscal years
2008 through 2010, and

(3) not less than 7.5 percent in fiscal year
2011 and each fiscal year thereafter.

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

(1) the term ‘‘biomass’”” means any solid,
nonhazardous, cellulosic material that is de-
rived from—

(A) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, or nonmerchant-
able material;
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(B) solid wood waste materials, including
waste pallets, crates, dunnage, manufac-
turing and construction wood wastes (other
than pressure-treated, chemically-treated, or
painted wood wastes), and landscape or
right-of-way tree trimmings, but not includ-
ing municipal solid waste (garbage), gas de-
rived from the biodegradation of solid waste,
or paper that is commonly recycled; or

(C) agriculture wastes, including orchard
tree crops, vineyard, grain, legumes, sugar,
and other crop by-products or residues, and
livestock waste nutrients; or

(D) a plant that is grown exclusively as a
fuel for the production of electricity.

(2) the term ‘‘renewable energy’” means
electric energy generated from solar, wind,
biomass, geothermal, municipal solid waste,
or new hydroelectric generation capacity
achieved from increased efficiency or addi-
tions of new capacity at an existing hydro-
electric project.

(c) CALCULATION.—For purposes of deter-
mining compliance with the requirement of
this section, the amount of renewable energy
shall be doubled if—

(1) the renewable energy is produced and
used on-site at a Federal facility;

(2) the renewable energy is produced on
Federal lands and used at a Federal facility;
or

(3) the renewable energy is produced on In-
dian land as defined in Title XXVI of the En-
ergy Policy Act of 1992 (25 U.S.C. 3501 et seq.)
and used at a Federal facility.

(d) REPORT.—Not later than April 15, 2005,
and every 2 years thereafter, the Secretary
of Energy shall provide a report to the Con-
gress on the progress of the Federal Govern-
ment in meeting the goals established by
this section.

SEC. 505. INSULAR AREA RENEWABLE AND EN-
ERGY EFFICIENCY PLANS.

The Secretary of Energy shall update the
energy surveys, estimates, and assessments
for the insular areas of Puerto Rico, the Vir-
gin Islands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Is-
lands, the Republic of the Marshall Islands,
the Federated States of Micronesia, and the
Republic of Palau undertaken pursuant to
section 604 of Public Law 96-597 (48 U.S.C.
1492) and revise the comprehensive energy
plan for the insular areas to reduce reliance
on energy imports and increase use of renew-
able energy resources and energy efficiency
opportunities. The update and revision shall
by undertaken in consultation with the Sec-
retary of the Interior and the chief executive
officer of each insular area and shall be com