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505, a bill to amend the Internal Rev-
enue Code of 1986 to encourage and ac-
celerate the nationwide production, re-
tail sale, and consumer use of new
motor vehicles that are powered by
fuel cell technology, hybrid tech-
nology, battery electric technology, al-
ternative fuels, or other advanced
motor vehicle technologies, and for
other purposes.
S. 516
At the request of Mr. BUNNING, the
name of the Senator from Massachu-
setts (Mr. KERRY) was added as a co-
sponsor of S. 516, a bill to amend title
49, United States Code, to allow the
arming of pilots of cargo aircraft, and
for other purposes.
S. 521
At the request of Mr. CAMPBELL, the
name of the Senator from Hawaii (Mr.
INOUYE) was added as a cosponsor of S.
521, a bill to amend the Act of August
9, 1955, to extend the terms of leases of
certain restricted Indian land, and for
other purposes.
S. 522
At the request of Mr. CAMPBELL, the
name of the Senator from Wyoming
(Mr. THOMAS) was added as a cosponsor
of S. 522, a bill to amend the Energy
Policy Act of 1992 to assist Indian
tribes in developing energy resources,
and for other purposes.
S. 523
At the request of Mr. CAMPBELL, the
name of the Senator from Hawaii (Mr.
INOUYE) was added as a cosponsor of S.
523, a bill to make technical correc-
tions to law relating to Native Ameri-
cans, and for other purposes.
S. 525
At the request of Mr. LEVIN, the
names of the Senator from Virginia
(Mr. ALLEN) and the Senator from New
York (Mr. SCHUMER) were added as co-
sponsors of S. 525, a bill to amend the
Nonindigenous Aquatic Nuisance Pre-
vention and Control Act of 1990 to re-
authorize and improve that Act.
S. 526
At the request of Mr. HATCH, the
name of the Senator from Louisiana
(Mr. BREAUX) was added as a cosponsor
of S. 526, a bill to amend title XVIII of
the Social Security Act to improve ac-
cess to Medicare+Choice plans for spe-
cial needs medicare beneficiaries by al-
lowing plans to target enrollment to
special needs beneficiaries.
S. 532
At the request of Mrs. HUTCHISON, the
name of the Senator from Texas (Mr.
CORNYN) was added as a cosponsor of S.
532, a bill to enhance the capacity of
organizations working in the United
States—Mexico border region to de-
velop affordable housing and infra-
structure and to foster economic op-
portunity in the colonias.
S. 555
At the request of Mr. CAMPBELL, the
name of the Senator from Arizona (Mr.
McCAIN) was added as a cosponsor of S.
555, a bill to establish the Native Amer-
ican Health and Wellness Foundation,
and for other purposes.
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S. 569
At the request of Mr. ENSIGN, the
names of the Senator from Louisiana
(Ms. LANDRIEU) and the Senator from
Nebraska (Mr. NELSON) were added as
cosponsors of S. 569, a bill to amend
title XVIII of the Social Security Act
to repeal the medicare outpatient reha-
bilitation therapy caps.
S. 582
At the request of Mr. BUNNING, the
name of the Senator from Wyoming
(Mr. THOMAS) was added as a cosponsor
of S. 582, a bill to authorize the Depart-
ment of Energy to develop and imple-
ment an accelerated research and de-
velopment program for advanced clean
coal technologies for use in coal-based
electricity generating facilities and to
amend the Internal Revenue Code of
1986 to provide financial incentives to
encourage the retrofitting, repowering,
or replacement of coal-based elec-
tricity generating facilities to protect
the environment and improve effi-
ciency and encourage the early com-
mercial application of advanced clean
coal technologies, so as to allow coal to
help meet the growing need of the
United States for the generation of re-
liable and affordable electricity.
S.J. RES. 6
At the request of Mr. LIEBERMAN, the
name of the Senator from Illinois (Mr.
DURBIN) was added as a cosponsor of
S.J. Res. 6, a joint resolution express-
ing the sense of Congress with respect
to planning the reconstruction of Iraq.
S. RES. 22
At the request of Mr. DORGAN, the
name of the Senator from Wisconsin
(Mr. FEINGOLD) was added as a cospon-
sor of S. Res. 22, A resolution express-
ing the sense of the Senate regarding
the implementation of the No Child
Left Behind Act of 2001.
S. RES. 46
At the request of Mr. BINGAMAN, the
name of the Senator from Illinois (Mr.
FITZGERALD) was added as a cosponsor
of S. Res. 46, a resolution designating
March 31, 2003, as ‘‘National Civilian
Conservation Corps Day’’.
S. RES. 70
At the request of Mr. CRAIG, the
names of the Senator from Colorado
(Mr. CAMPBELL), the Senator from Wis-
consin (Mr. FEINGOLD), the Senator
from Illinois (Mr. FITZGERALD), the
Senator from Oklahoma (Mr. INHOFE),
the Senator from Maryland (Ms. MI-
KULSKI), the Senator from Alaska (Ms.
MURKOWSKI), the Senator from Wash-
ington (Mrs. MURRAY), the Senator
from Oklahoma (Mr. NICKLES), the Sen-
ator from Oregon (Mr. SMITH), the Sen-
ator from South Dakota (Mr. JOHNSON)
and the Senator from Wisconsin (Mr.
KoHL) were added as cosponsors of S.
Res. 70, a resolution designating the
week beginning March 16, 2003 as ‘‘Na-
tional Safe Place Week’’.
S. RES. 70
At the request of Ms. LANDRIEU, her
name was added as a cosponsor of S.
Res. 70, supra.
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STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. CORZINE:

S. 586. A bill to provide additional
funding for the second round of em-
powerment zones and enterprise com-
munities; to the Committee on Fi-
nance.

Mr. CORZINE. Mr. President, I rise
today to introduce the Round II EZ/EC
Flexibility Act of 2003. This important
legislation would secure vital funding
for Round II Empowerment Zones and
Enterprise Communities to ensure that
communities throughout the country
will be able to continue the important
work of economic revitalization.

This legislation promotes the contin-
ued economic development throughout
the EZ/EC program, particularly to the
15 Round II urban and 5 rural empower-
ment zones that were designated in
1999. Each of those communities has
implemented a host of strategic initia-
tives aimed at economic growth and
job creation in their respective com-
munities.

The EZ/EC Act ensures that Round II
communities EZs and ECs are provided
with funding they were promised upon
designation. It also authorizes the use
of EZ/EC grants as a match for related
Federal programs, providing the EZ/EC
program with maximum flexibility to
implement initiatives at the local
level.

The Enterprise Zone/Enterprise Com-
munity program was created to provide
Federal assistance over ten years in
designated urban and rural commu-
nities that would fuel economic revi-
talization and job growth. The program
does so primarily by providing Federal
grants to communities and tax and reg-
ulatory relief to help communities at-
tract and retain businesses.

Unfortunately, an inequity now ex-
ists between the way Round I and
Round II EZs and ECs have been fund-
ed. Those communities that won EZ
designations in the initial round, in
1994, received full funding from the
Congress, which made all grant awards
available for use within the first two
years of designation. However, EZs and
ECs designated in Round II did not re-
ceive this same funding authority.

Federal benefits promised to the
Round IIs included funding grants of
$100 million for each urban zone, $40
million for each rural zone and about
$3 million for each Enterprise Commu-
nity over a ten-year period beginning
in 1999. In reliance on those ‘‘prom-
ised” funds, Round II zones prepared
strategic plans for economic revitaliza-
tion based on the availability of that
funding. However, unlike Round I des-
ignees, who received a full funding up
front, Round II zones have received a
mere fraction of the funding promise.

The lack of a certain, predictable
funding stream will ultimately under-
mine the ability of Round II EZs/ECs to
effectively implement their economic
growth strategies in their designated
communities. And that’s a shame, be-
cause the EZ/EC initiative has pro-
duced real results.
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In fact, I'm proud to say that one of
the best Round II EZs is located in
Cumberland County, NJ. The Cum-
berland County Empowerment Zone, a
collaborative effort of the communities
of Bridgeton, Millville, Vineland and
Port Norris, has been a model EZ, and
committed all the funds made avail-
able to it by HUD.

Since the creation of the EZ, Cum-
berland County has witnessed more
than 100 housing units rehabbed, ren-
ovated or newly built. A $4 million loan
pool has been created to fund commu-
nity and small business reinvestment.
The EZ also has led to the funding for
over 60 economic development initia-
tives, utilizing more than $11 million in
funding to leverage $120 million in pri-
vate, public and tax exempt bond fi-
nancing.

These are real results. In fact, over
1,100 new jobs will be created in the
County over the next year and a half
alone if the Federal Government were
to maintain its commitment to the EZ/
EC program.

Cumberland County is just one exam-
ple of how the EZ/EC initiative has
brought hope and promise to commu-
nities throughout America. We need to
do more to support and build on these
initiatives. Now is the time for Con-
gress to fulfill the promise made to
Round IT EZs and ECs.

I urge my colleagues to cosponsor
this bill that will allow communities
throughout the country to continue
their work of economic revitalization.
I ask unanimous consent that the text
of the bill be printed in the RECORD.

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

S. 586

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Round II EZ/
EC Flexibility Act of 2003,

SEC. 2. CORRECTION OF INEQUITIES IN THE SEC-
OND ROUND OF EMPOWERMENT

ZONES AND ENTERPRISE COMMU-
NITIES.

(a) GRANT AUTHORITY.—There are author-
ized to be appropriated—

(1) to the Secretary of Housing and Urban
Development, such sums as may be nec-
essary to make grant awards totaling
$100,000,000 to each of 15 urban empowerment
zones designated pursuant to section 1391(g)
of the Internal Revenue Code of 1986, taking
into account any amount made available
pursuant to any prior appropriation made for
such zones; and

(2) to the Secretary of Agriculture, such
sums as may be necessary to make—

(A) grant awards totaling $40,000,000 to
each of 5 rural empowerment zones des-
ignated pursuant to section 1391(g) of the In-
ternal Revenue Code of 1986, taking into ac-
count any amount made available pursuant
to any prior appropriation made for such
zones; and

(B) grant awards totaling $3,000,000 to each
of 20 rural enterprise communities des-
ignated pursuant to section 766 of the Agri-
culture, Rural Development, Food and Drug
Administration, and Related Agencies Ap-
propriations Act, 1999, taking into account
any amount made available pursuant to any
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prior appropriation made for such commu-
nities.

(b) AUTHORITY TO USE FUNDS TO IMPLEMENT
STRATEGIC PLAN.—Funds appropriated under
Federal law for an empowerment zone or an
enterprise community referred to in sub-
section (a) may be used to implement the
strategic plan for the zone or community, in-
cluding—

(1) economic development;

(2) infrastructure development;

(3) workforce development; and

(4) community development activities.

(¢) No Loss oF FEDERAL FUNDS BY REASON
OF RECLASSIFICATION AS RENEWAL COMMU-
NITY.—An area that, by reason of section
1400E(e) of the Internal Revenue Code of 1986,
ceases to be designated as an empowerment
zone or enterprise community under section
1391(g) of such Code shall not lose any Fed-
eral funds by reason of the cessation.

(d) AUTHORITY TO USE FUNDS TO PAY NON-
FEDERAL SHARE OF MATCHING GRANTS.—
Funds appropriated under any Federal law
for an empowerment zone or an enterprise
community referred to in subsection (a) may
be used to pay the non-Federal share re-
quired in connection with another Federal
grant-in-aid program undertaken as part of
activities assisted under this section.

By Mr. WYDEN:

S. 587. A bill to promote the use of
hydrogen fuel cell vehicles, and for
other purposes; to the Committee on
Finance.

Mr. WYDEN. Mr. President, today, I
am introducing the Hydrogen Trans-
portation Wins Over Growing Reliance
on Oil, H2 GROW, Act to accelerate
getting cars and trucks powered by hy-
drogen on our roads as a way to reduce
our Nation’s dependence on foreign oil.
In the House, Congressman CHRIS COX
will also be introducing the H2 GROW
Act, so we will have the first bipar-
tisan, bicameral bill to provide incen-
tives for commercialing hydrogen-pow-
ered cars and the fueling stations need-
ed for hydrogen cars to have wide-
spread acceptance.

Our legislation has the support of a
diverse coalition of interest groups,
ranging from the Natural Resources
Defense Council to the automobile in-
dustry. It is not a coalition that natu-
rally flocks together. In fact, on many
environmental issues, these groups are
skirmishing, not coalescing.

Just as these groups have come to-
gether, Congressman CoOX and I have
felt, on a bipartisan basis, that he and
I could find common ground on the
critical issue of hydrogen fuel cells.
Unlike some other proposals to pro-
mote hydrogen fuel cell vehicles, the
H2 GROW Act goes beyond researching
hydrogen to kickstart the market for
hydrogen fuel cell vehicles and fueling
equipment. Legislation he and I will in-
troduce today, the H2 GROW Act, uses
marketplace incentives so that a sig-
nificant number of fuel cell vehicles
can hit American streets in the next
decade. In effect, our legislation goes
beyond the popular wisdom that you
can’t do much to actually get these ve-
hicles on the street anytime soon.

Our legislation stipulates that when
someone opens a fueling station, sells
fueling equipment, sells hydrogen fuel
for use in vehicles, or buys a hydrogen
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fuel cell vehicle, the tax man won’t
cometh for the next 10 years. By cre-
ating incentives this way, our legisla-
tion, can catalyze commercialization
of fuel cell vehicles. Tax holidays and
tax incentives will stimulate a private
market for everything from creating
the infrastructure needed for fuel cell
vehicles, to direct incentives for Amer-
ican consumers.

By using this approach, our legisla-
tion only pays for performance. It does
not subsidize research that may or may
not advance the goal of getting hydro-
gen-powered cars on the road. The tax
credits and other incentives only re-
ward actions that actually put cars on
the road or fueling equipment in use.

Best of all, the price tag is minimal.
The government isn’t expecting any
significant revenue from fuel cell vehi-
cles anyway in the next 10 years—and
that’s the life of our bill. So there’s no
enormous cost to the government.

Congress has a clear choice between
taking 20 years to get a significant
number of hydrogen vehicles on the
road and making real, measurable
progress in the next 10 years. In my
view, reducing this country’s depend-
ence on foreign oil is a national secu-
rity priority. At a time when more
than half our energy is imported, en-
acting policies that promote energy
independence is a true act of patriot-
ism. Our legislation would promote
that energy independence.

Here are two examples of how our
legislation provides critically needed
incentives for the fuel cell market:

Congressman Cox and I want to make
it worth the consumer’s while to buy a
fuel cell vehicle in the first place. So a
tax credit will help make up the dif-
ference between the cost of a gasoline-
powered vehicle and a fuel cell car. For
example, if in 2009, a consumer buys a
fuel cell car for $25,000, the consumer
can write $3,750 off his or her taxes to
make the fuel cell car more affordable.

To help gasoline stations begin to
shift to serving consumers with hydro-
gen fuel cell vehicles, our bill provides
a 20-percent tax credit for every unit of
hydrogen fuel sold equivalent to a gal-
lon of gasoline.

The bill also helps taxpayers get the
most of the fuel cell vehicle in terms of
convenience and ease of use. With hy-
drogen fuel cells, filling up your car
could be something you do at your
home or your office as well as a retail
filling station. So our bill gives tax-
payers who install hydrogen fueling
equipment in their homes a tax credit
for up to 50 percent of the cost of the
refueling equipment.

In my view, these are practical steps
away from our reliance on foreign oil
and toward better, cleaner transpor-
tation for all Americans. I also believe
this plan is the best, most effective use
of taxpayer dollars on this issue.

Companies like GM and Toyota—two
car companies that are endorsing the
H2 GROW Act—are already developing
the technology to improve the perform-
ance and reduce the cost of fuel cell ve-
hicles with more reliable, affordable
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materials. These companies are al-
ready putting the money and time into
that effort. What Congress needs to do
is help the American people and Amer-
ican businesses take advantage of these
new products as they’re perfected, and
help them hit the streets as quickly as
possible.

I firmly believe the H2 GROW Act is
a strong step toward helping con-
sumers to shore up this Nation’s eco-
nomic and environmental stability for
future generations. I know Congress-
man Cox feels the same way, and I en-
courage my colleagues to support our
bipartisan legislation to accelerate
commercialization of hydrogen fuel
cell cars and help reduce our Nation’s
dependence on foreign oil.

By Mr. ROCKEFELLER (for him-
self, Mr. CORZINE, Mr. INOUYE,
Ms. LANDRIEU, Mr. LEVIN, Mr.
REED, and Mr. SARBANES):

S. 588. A bill to amend the Social Se-
curity Act to guarantee comprehensive
health care coverage for all children
born after 2004; to the Committee on
Finance.

Mr. ROCKEFELLER. Mr. President, I
am pleased and proud to introduce the
MediKids Health Insurance Act of 2003.
Congressman STARK is introducing a
companion bill in the House.

This legislation is, without a doubt,
ambitious. It is a deliberate effort to
try to ignite a national commitment to
the goal of insuring all of our children.
For some, that is an idealistic propo-
sition that does not seem achievable.
With this bill, I want to call on the
public and my colleagues to consider
once again the clear and convincing
case for investing the necessary re-
sources in the health of our children—
and therefore, in the well-being of their
families and our entire country. The
President and Congress continue to
talk about their commitment to Amer-
ica’s health. This bill challenges them
to take action on their rhetoric.

Our children are not only our future,
they are also our present. What we do
for them today will greatly affect what
happens tomorrow. Yet even though we
recognize these facts, we still have not
found a way to guarantee health cov-
erage for children. Without health in-
surance, many of these children go
without health care all together.

Children are the least expensive seg-
ment of our population to insure. They
are also the least able to have control
over whether or not they have health
insurance. Yet we now have over 9 mil-
lion uninsured children in this country.
And with the downturn in the economy
and the rising costs of health care, this
number will continue rising.

Our success in expanding Medicaid
and passing the State Children’s
Health Insurance Program was a mean-
ingful, significant start at closing the
tragic gap represented by millions of
uninsured children. However, Congress
cannot point to these programs and de-
clare that our work is done. We still
have much more to do. The percent of
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children in low-income families with-
out health insurance has not changed
in recent years. Even with perfect en-
rollment in S-CHIP and Medicaid,
there would still be a great number of
children without health insurance.

This is partially due to our increas-
ingly mobile society, where parents
frequently change jobs and families
often move from State to State. When
this occurs there is often a lapse in
health coverage. Also, families work-
ing their way out of welfare fluctuate
between eligibility and ineligibility for
means-tested assistance programs. An-
other reason for the number of unin-
sured children is that the cost of
health insurance continues to increase,
leaving many working parents unable
to afford coverage for themselves or
their families. All of this adds up to
the fact that many of our children do
not have the consistent and regular ac-
cess to health care which they need to
grow up healthy.

That is why I am re-introducing the
MediKids Health Insurance Act. This
bill would automatically enroll every
child at birth into a new, comprehen-
sive Federal safety net health insur-
ance program beginning in 2004. The
benefits would be tailored to the needs
of children and would be similar to
those currently available to children
under Medicaid. A small monthly pre-
mium would be collected from parents
at tax filing, with discounts to low-in-
come families phasing out at 300 per-
cent of poverty. The children would re-
main enrolled in MediKids throughout
childhood. When they are covered by
another health insurance program,
their parents would be exempt from the
premium. The key to our program is
that whenever other sources of health
insurance fail, MediKids would stand
ready to cover the health needs of our
next generation. By the year 2020,
every child in America would be able to
grow up with consistent, continuous
health insurance coverage.

Like Medicare, MediKids would be
independently financed, would cover
benefits tailored to the needs of its tar-
get population, and would have the
goal of achieving nearly 100 percent
health insurance coverage for the chil-
dren of this country—just as Medicare
has done for our Nation’s seniors and
disabled population. It’s time we make
this investment in the future of Amer-
ica by guaranteeing all children the
health coverage they need to make a
healthy start in life.

The MediKids Health Insurance Act
would offer guaranteed, automatic
health coverage for every child with
the simplest of enrollment procedures
and no challenging outreach, paper-
work, or re-determination hoops to
jump through. It would be able to fol-
low children across state lines, or tide
them over in a new location until their
parents can enroll them in a new insur-
ance program. Between jobs or during
family crises such as divorce or the
death of a parent, it would offer extra
security and ensure continuous health
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coverage to the Nation’s children. Dur-
ing that critical period when a family
is just climbing out of poverty and out
of the eligibility range for means-test-
ed assistance programs, it would pro-
vide an extra boost with health insur-
ance for the children until the parents
can move into jobs that provide reli-
able health insurance coverage. And
every child would automatically be en-
rolled upon birth, along with the
issuance of the birth certificate or im-
migration card.

As we all know, an ounce of preven-
tion is worth a pound of cure. Pro-
viding health care coverage to children
affects much more than their health—
it affects their ability to learn, their
ability to thrive, and their ability to
become a productive member of soci-
ety. I look forward to working with my
colleagues and supporting organiza-
tions for the passage of the MediKids
Health Insurance Act of 2003 to guar-
antee every child in America the
health coverage they need to grow up
healthy.

I stand before you today to deliver a
message. That it is time to rekindle
the discussion about how we are going
to provide health insurance for all
Americans. The bill I am introducing
today—the MediKids Health Insurance
Act of 2003—is a step toward elimi-
nating the irrational and tragic lack of
health insurance for so many children
and adults in our country.

Partial solutions to America’s ‘‘unin-
sured crisis’ lie before Congress, and I
recognize the sense of realism and care
that are the basis for proposing incre-
mental steps towards universal cov-
erage. As someone involved in the
tough battles in years past to achieve
universal coverage, I will continue to
do all I can to make whatever progress
can be made each and every year.

But I also believe it is important to
not lose sight of the ideal—and our ca-
pacity to reach that ideal—of the
United States of America joining every
other industrialized nation by ensuring
that its citizens have basic health in-
surance. Until we succeed, millions of
children and adults will suffer human
and financial costs that are prevent-
able.

Therefore, I offer this legislation to
both enlist my colleagues in an effort
to insist that all of our Nation’s chil-
dren are insured as quickly as possible
and to lay out the steps that would
achieve that goal. Some may say that
we cannot afford this level of commit-
ment to America’s children in a time of
war and economic downturn. I strongly
disagree. We can fully fund MediKids
with the more than $388 billion the
President’s budget proposes to spend
on the dividend tax cut. I believe that
choice is clear between providing 100
percent of our children with health
care coverage and giving tax breaks to
the wealthiest 2 percent of people in
our country. I hope this bill will help
to build the will and momentum so des-
perately needed by our children for ac-
tion that will change their lives and
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strengthen our Nation. I ask my col-
leagues from both sides of the aisle to
join as co-sponsors.

I ask unanimous consent that the
text of this bill be printed in the
RECORD.

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

S. 588

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS;
FINDINGS.

(a) SHORT TITLE.—This Act may be cited as
the ‘“MediKids Health Insurance Act of 2003"".

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

Sec. 1. Short title; table of contents; find-

ings.

Sec. 2. Benefits for all children born after
2004.

“TITLE XXII—MEDIKIDS PROGRAM
“Sec. 2201. Eligibility.

‘“Sec. 2202. Benefits.

‘“Sec. 2203. Premiums.

““Sec. 2204. MediKids Trust Fund.

‘“Sec. 2205. Oversight and accountability.
‘“Sec. 2206. Addition of care coordination
services.

2207. Administration and miscella-

neous.

Sec. 3. MediKids premium.

Sec. 4. Refundable credit for cost-sharing
expenses under MediKids pro-
gram.

Sec. 5. Report on long-term revenues.

(c) FINDINGS.—Congress finds the following:

(1) More than 9 million American children
are uninsured.

(2) Children who are uninsured receive less
medical care and less preventive care and
have a poorer level of health, which result in
lifetime costs to themselves and to the en-
tire American economy.

(3) Although SCHIP and Medicaid are suc-
cessfully extending a health coverage safety
net to a growing portion of the vulnerable
low-income population of uninsured chil-
dren, they alone cannot achieve 100 percent
health insurance coverage for our nation’s
children due to inevitable gaps during out-
reach and enrollment, fluctuations in eligi-
bility, variations in access to private insur-
ance at all income levels, and variations in
States’ ability to provide required matching
funds.

(4) As all segments of society continue to
become more transient, with many changes
in employment over the working lifetime of
parents, the need for a reliable safety net of
health insurance which follows children
across State lines, already a major problem
for the children of migrant and seasonal
farmworkers, will become a major concern
for all families in the United States.

(5) The medicare program has successfully
evolved over the years to provide a stable,
universal source of health insurance for the
nation’s disabled and those over age 65, and
provides a tested model for designing a pro-
gram to reach out to America’s children

(6) The problem of insuring 100 percent of
all American children could be gradually
solved by automatically enrolling all chil-
dren born after December 31, 2004, in a pro-
gram modeled after Medicare (and to be
known as ‘‘MediKids’’), and allowing those
children to be transferred into other equiva-
lent or better insurance programs, including
either private insurance, SCHIP, or Med-
icaid, if they are eligible to do so, but main-
taining the child’s default enrollment in
MediKids for any times when the child’s ac-
cess to other sources of insurance is lost.

“Sec.
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(7) A family’s freedom of choice to use
other insurers to cover children would not be
interfered with in any way, and children eli-
gible for SCHIP and Medicaid would con-
tinue to be enrolled in those programs, but
the underlying safety net of MediKids would
always be available to cover any gaps in in-
surance due to changes in medical condition,
employment, income, or marital status, or
other changes affecting a child’s access to al-
ternate forms of insurance.

(8) The MediKids program can be adminis-
tered without impacting the finances or sta-
tus of the existing Medicare program.

(9) The MediKids benefit package can be
tailored to the special needs of children and
updated over time.

(10) The financing of the program can be
administered without difficulty by a yearly
payment of affordable premiums through a
family’s tax filing (or adjustment of a fam-
ily’s earned income tax credit).

(11) The cost of the program will gradually
rise as the number of children using
MediKids as the insurer of last resort in-
creases, and a future Congress always can ac-
celerate or slow down the enrollment process
as desired, while the societal costs for emer-
gency room usage, lost productivity and
work days, and poor health status for the
next generation of Americans will decline.

(12) Over time 100 percent of American
children will always have basic health insur-
ance, and we can therefore expect a
healthier, more equitable, and more produc-
tive society.

SEC. 2. BENEFITS FOR ALL CHILDREN
AFTER 2004.

(a) IN GENERAL.—The Social Security Act
is amended by adding at the end the fol-
lowing new title:

“TITLE XXII—MEDIKIDS PROGRAM
“SEC. 2201. ELIGIBILITY.

‘“(a) EBLIGIBILITY OF INDIVIDUALS BORN
AFTER DECEMBER 31, 2004; ALL CHILDREN
UNDER 23 YEARS OF AGE IN SIXTH YEAR.—AnN
individual who meets the following require-
ments with respect to a month is eligible to
enroll under this title with respect to such
month:

“(1) AGE.—

““(A) FIRST YEAR.—During the first year in
which this title is effective, the individual
has not attained 6 years of age.

‘(B) SECOND YEAR.—During the second year
in which this title is effective, the individual
has not attained 11 years of age.

“(C) THIRD YEAR.—During the third year in
which this title is effective, the individual
has not attained 16 years of age.

‘(D) FOURTH YEAR.—During the fourth
year in which this title is effective, the indi-
vidual has not attained 21 years of age.

‘“(E) FIFTH AND SUBSEQUENT YEARS.—Dur-
ing the fifth year in which this title is effec-
tive and each subsequent year, the individual
has not attained 23 years of age.

““(2) CrTizENsHIP.—The individual is a cit-
izen or national of the United States or is
permanently residing in the United States
under color of law.

‘“(b) ENROLLMENT PROCESS.—An individual
may enroll in the program established under
this title only in such manner and form as
may be prescribed by regulations, and only
during an enrollment period prescribed by
the Secretary consistent with the provisions
of this section. Such regulations shall pro-
vide a process under which—

‘(1) individuals who are born in the United
States after December 31, 2004, are deemed to
be enrolled at the time of birth and a parent
or guardian of such an individual is per-
mitted to pre-enroll in the month prior to
the expected month of birth;

‘“(2) individuals who are born outside the
United States after such date and who be-
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come eligible to enroll by virtue of immigra-
tion into (or an adjustment of immigration
status in) the United States are deemed en-
rolled at the time of entry or adjustment of
status;

‘“(3) eligible individuals may otherwise be
enrolled at such other times and manner as
the Secretary shall specify, including the use
of outstationed eligibility sites as described
in section 1902(a)(55)(A) and the use of pre-
sumptive eligibility provisions like those de-
scribed in section 1920A; and

““(4) at the time of automatic enrollment of

a child, the Secretary provides for issuance
to a parent or custodian of the individual a
card evidencing coverage under this title and
for a description of such coverage.
The provisions of section 1837(h) apply with
respect to enrollment under this title in the
same manner as they apply to enrollment
under part B of title XVIII.

“‘(c) DATE COVERAGE BEGINS.—

‘(1) IN GENERAL.—The period during which
an individual is entitled to benefits under
this title shall begin as follows, but in no
case earlier than January 1, 2005:

““(A) In the case of an individual who is en-
rolled under paragraph (1) or (2) of sub-
section (b), the date of birth or date of ob-
taining appropriate citizenship or immigra-
tion status, as the case may be.

‘“(B) In the case of an another individual
who enrolls (including pre-enrolls) before the
month in which the individual satisfies eligi-
bility for enrollment under subsection (a),
the first day of such month of eligibility.

‘(C) In the case of an another individual
who enrolls during or after the month in
which the individual first satisfies eligibility
for enrollment under such subsection, the
first day of the following month.

‘(2) AUTHORITY TO PROVIDE FOR PARTIAL
MONTHS OF COVERAGE.—Under regulations,
the Secretary may, in the Secretary’s discre-
tion, provide for coverage periods that in-
clude portions of a month in order to avoid
lapses of coverage.

‘(3) LIMITATION ON PAYMENTS.—No pay-
ments may be made under this title with re-
spect to the expenses of an individual en-
rolled under this title unless such expenses
were incurred by such individual during a pe-
riod which, with respect to the individual, is
a coverage period under this section.

¢(d) EXPIRATION OF ELIGIBILITY.—An indi-
vidual’s coverage period under this part shall
continue until the individual’s enrollment
has been terminated because the individual
no longer meets the requirements of sub-
section (a) (whether because of age or change
in immigration status).

‘“(e) ENTITLEMENT TO MEDIKIDS BENEFITS
For ENROLLED INDIVIDUALS.—An individual
enrolled under this section is entitled to the
benefits described in section 2202.

“(f) LOW-INCOME INFORMATION.—At the
time of enrollment of a child under this title,
the Secretary shall make an inquiry as to
whether or not the family income of the fam-
ily that includes the child is less than 150
percent of the poverty line for a family of
the size involved. If the family income is
below such level, the Secretary shall encode
in the identification card issued in connec-
tion with eligibility under this title a code
indicating such fact. The Secretary also
shall provide for a toll-free telephone line at
which providers can verify whether or not
such a child is in a family the income of
which is below such level.

/(g) CONSTRUCTION.—Nothing in this title
shall be construed as requiring (or pre-
venting) an individual who is enrolled under
this section from seeking medical assistance
under a State medicaid plan under title XIX
or child health assistance under a State
child health plan under title XXI.
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“SEC. 2202. BENEFITS.

‘‘(a) SECRETARIAL SPECIFICATION OF BEN-
EFIT PACKAGE.—

‘(1 IN GENERAL.—The Secretary shall
specify the benefits to be made available
under this title consistent with the provi-
sions of this section and in a manner de-
signed to meet the health needs of enrollees.

‘“(2) UPDATING.—The Secretary shall up-
date the specification of benefits over time
to ensure the inclusion of age-appropriate
benefits to reflect the enrollee population.

‘(3) ANNUAL UPDATING.—The Secretary
shall establish procedures for the annual re-
view and updating of such benefits to ac-
count for changes in medical practice, new

information from medical research, and
other relevant developments in health
science.

‘“(4) INPUT.—The Secretary shall seek the
input of the pediatric community in speci-
fying and updating such benefits.

‘“(5) LIMITATION ON UPDATING.—In no case
shall updating of benefits under this sub-
section result in a failure to provide benefits
required under subsection (b).

““(b) INCLUSION OF CERTAIN BENEFITS.—

‘(1) MEDICARE CORE BENEFITS.—Such bene-
fits shall include (to the extent consistent
with other provisions of this section) at least
the same benefits (including coverage, ac-
cess, availability, duration, and beneficiary
rights) that are available under parts A and
B of title XVIII.

‘(2) ALL REQUIRED MEDICAID BENEFITS.—
Such benefits shall also include all items and
services for which medical assistance is re-
quired to be provided under section
1902(a)(10)(A) to individuals described in such
section, including early and periodic screen-
ing, diagnostic services, and treatment serv-
ices.

¢“(3) INCLUSION OF PRESCRIPTION DRUGS.—
Such benefits also shall include (as specified
by the Secretary) prescription drugs and
biologicals.

*‘(4) COST-SHARING.—

‘“(A) IN GENERAL.—Subject to subparagraph
(B), such benefits also shall include the cost-
sharing (in the form of deductibles, coinsur-
ance, and copayments) applicable under title
XVIII with respect to comparable items and
services, except that no cost-sharing shall be
imposed with respect to early and periodic
screening and diagnostic services included
under paragraph (2).

“(B) NO COST-SHARING FOR LOWEST INCOME
CHILDREN.—Such benefits shall not include
any cost-sharing for children in families the
income of which (as determined for purposes
of section 1905(p)) does not exceed 150 percent
of the official income poverty line (referred
to in such section) applicable to a family of
the size involved.

¢(C) REFUNDABLE CREDIT FOR COST-SHARING
FOR OTHER LOW-INCOME CHILDREN.—For a re-
fundable credit for cost-sharing in the case
of children in certain families, see section 35
of the Internal Revenue Code of 1986.

‘“(c) PAYMENT SCHEDULE.—The Secretary,
with the assistance of the Medicare Payment
Advisory Commission, shall develop and im-
plement a payment schedule for benefits cov-
ered under this title. To the extent feasible,
such payment schedule shall be consistent
with comparable payment schedules and re-
imbursement methodologies applied under
parts A and B of title XVIII.

‘“(d) INPUT.—The Secretary shall specify
such benefits and payment schedules only
after obtaining input from appropriate child
health providers and experts.

‘“(e) ENROLLMENT IN HEALTH PLANS.—The
Secretary shall provide for the offering of
benefits under this title through enrollment
in a health benefit plan that meets the same
(or similar) requirements as the require-
ments that apply to Medicare+Choice plans
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under part C of title XVIII. In the case of in-
dividuals enrolled under this title in such a
plan, the Medicare+Choice capitation rate
described in section 1853(c) shall be adjusted
in an appropriate manner to reflect dif-
ferences between the population served
under this title and the population under
title XVIII.

“SEC. 2203. PREMIUMS.

‘“‘(a) AMOUNT OF MONTHLY PREMIUMS.—

‘(1) IN GENERAL.—The Secretary shall, dur-
ing September of each year (beginning with
2004), establish a monthly MediKids premium
for the following year. Subject to paragraph
(2), the monthly MediKids premium for a
year is equal to Yi2 of the annual premium
rate computed under subsection (b).

¢(2) ELIMINATION OF MONTHLY PREMIUM FOR
DEMONSTRATION OF EQUIVALENT COVERAGE (IN-
CLUDING COVERAGE UNDER LOW-INCOME PRO-
GRAMS).—The amount of the monthly pre-
mium imposed under this section for an indi-
vidual for a month shall be zero in the case
of an individual who demonstrates to the
satisfaction of the Secretary that the indi-
vidual has basic health insurance coverage
for that month. For purposes of the previous
sentence enrollment in a medicaid plan
under title XIX, a State child health insur-
ance plan under title XXI, or under the medi-
care program under title XVIII is deemed to
constitute basic health insurance coverage
described in such sentence.

“(b) ANNUAL PREMIUM.—

‘(1) NATIONAL, PER CAPITA AVERAGE.—The
Secretary shall estimate the average, annual
per capita amount that would be payable
under this title with respect to individuals
residing in the United States who meet the
requirement of section 2201(a)(1) as if all
such individuals were eligible for (and en-
rolled) under this title during the entire year
(and assuming that section 1862(b)(2)(A)({)
did not apply).

“(2) ANNUAL PREMIUM.—Subject to sub-
section (d), the annual premium under this
subsection for months in a year is equal to 25
percent of the average, annual per capita
amount estimated under paragraph (1) for
the year.

‘“(c) PAYMENT OF MONTHLY PREMIUM.—

‘(1) PERIOD OF PAYMENT.—In the case of an
individual who participates in the program
established by this title, subject to sub-
section (d), the monthly premium shall be
payable for the period commencing with the
first month of the individual’s coverage pe-
riod and ending with the month in which the
individual’s coverage under this title termi-
nates.

“(2) COLLECTION THROUGH TAX RETURN.—
For provisions providing for the payment of
monthly premiums under this subsection,
see section 59B of the Internal Revenue Code
of 1986.

‘“(3) PROTECTIONS AGAINST FRAUD AND
ABUSE.—The Secretary shall develop, in co-
ordination with States and other health in-
surance issuers, administrative systems to
ensure that claims which are submitted to
more than one payor are coordinated and du-
plicate payments are not made.

‘‘(d) REDUCTION IN PREMIUM FOR CERTAIN
Low-INCOME FAMILIES.—For provisions re-
ducing the premium under this section for
certain low-income families, see section
59B(c) of the Internal Revenue Code of 1986.
“SEC. 2204. MEDIKIDS TRUST FUND.

“‘(a) ESTABLISHMENT OF TRUST FUND.—

‘(1) IN GENERAL.—There is hereby created
on the books of the Treasury of the United
States a trust fund to be known as the
‘MediKids Trust Fund’ (in this section re-
ferred to as the ‘Trust Fund’). The Trust
Fund shall consist of such gifts and bequests
as may be made as provided in section
201(i)(1) and such amounts as may be depos-
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ited in, or appropriated to, such fund as pro-
vided in this title.

‘(2) PREMIUMS.—Premiums collected under
section 2203 shall be transferred to the Trust
Fund.

““(b) INCORPORATION OF PROVISIONS.—

‘(1) IN GENERAL.—Subject to paragraph (2),
subsections (b) through (i) of section 1841
shall apply with respect to the Trust Fund
and this title in the same manner as they
apply with respect to the Federal Supple-
mentary Medical Insurance Trust Fund and
part B, respectively.

‘(2) MISCELLANEOUS REFERENCES.—In ap-
plying provisions of section 1841 under para-
graph (1)—

‘“(A) any reference in such section to ‘this
part’ is construed to refer to title XXII;

‘(B) any reference in section 1841(h) to sec-
tion 1840(d) and in section 1841(i) to sections
1840(b)(1) and 1842(g) are deemed references
to comparable authority exercised under this
title;

¢(C) payments may be made under section
1841(g) to the Trust Funds under sections
1817 and 1841 as reimbursement to such funds
for payments they made for benefits pro-
vided under this title; and

‘(D) the Board of Trustees of the MediKids
Trust Fund shall be the same as the Board of
Trustees of the Federal Supplementary Med-
ical Insurance Trust Fund.

“SEC. 2205. OVERSIGHT AND ACCOUNTABILITY.

‘‘(a) THROUGH ANNUAL REPORTS OF TRUST-
EES.—The Board of Trustees of the MediKids
Trust Fund under section 2204(b)(1) shall re-
port on an annual basis to Congress con-
cerning the status of the Trust Fund and the
need for adjustments in the program under
this title to maintain financial solvency of
the program under this title.

‘““(b) PERIODIC GAO REPORTS.—The Comp-
troller General of the United States shall pe-
riodically submit to Congress reports on the
adequacy of the financing of coverage pro-
vided under this title. The Comptroller Gen-
eral shall include in such report such rec-
ommendations for adjustments in such fi-
nancing and coverage as the Comptroller
General deems appropriate in order to main-
tain financial solvency of the program under
this title.

“SEC. 2206. INCLUSION OF CARE COORDINATION
SERVICES.

‘“(a) IN GENERAL.—

‘(1) PROGRAM AUTHORITY.—The Secretary,
beginning in 2005, may implement a care co-
ordination services program in accordance
with the provisions of this section under
which, in appropriate circumstances, eligible
individuals may elect to have health care
services covered under this title managed
and coordinated by a designated care coordi-
nator.

‘(2) ADMINISTRATION BY CONTRACT.—The
Secretary may administer the program
under this section through a contract with
an appropriate program administrator.

‘(3) COVERAGE.—Care coordination services
furnished in accordance with this section
shall be treated under this title as if they
were included in the definition of medical
and other health services under section
1861(s) and benefits shall be available under
this title with respect to such services with-
out the application of any deductible or coin-
surance.

“(b) ELIGIBILITY CRITERIA; IDENTIFICATION
AND NOTIFICATION OF ELIGIBLE INDIVIDUALS.—

(1) INDIVIDUAL ELIGIBILITY CRITERIA.—The
Secretary shall specify criteria to be used in
making a determination as to whether an in-
dividual may appropriately be enrolled in
the care coordination services program
under this section, which shall include at
least a finding by the Secretary that for co-
horts of individuals with characteristics
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identified by the Secretary, professional
management and coordination of care can
reasonably be expected to improve processes
or outcomes of health care and to reduce ag-
gregate costs to the programs under this
title.

‘(2) PROCEDURES TO FACILITATE ENROLL-
MENT.—The Secretary shall develop and im-
plement procedures designed to facilitate en-
rollment of eligible individuals in the pro-
gram under this section.

‘‘(c) ENROLLMENT OF INDIVIDUALS.—

‘(1) SECRETARY’S DETERMINATION OF ELIGI-
BILITY.—The Secretary shall determine the
eligibility for services under this section of
individuals who are enrolled in the program
under this section and who make application
for such services in such form and manner as
the Secretary may prescribe.

¢“(2) ENROLLMENT PERIOD.—

‘“(A) EFFECTIVE DATE AND DURATION.—En-
rollment of an individual in the program
under this section shall be effective as of the
first day of the month following the month
in which the Secretary approves the individ-
ual’s application under paragraph (1), shall
remain in effect for one month (or such
longer period as the Secretary may specify),
and shall be automatically renewed for addi-
tional periods, unless terminated in accord-
ance with such procedures as the Secretary
shall establish by regulation. Such proce-
dures shall permit an individual to disenroll
for cause at any time and without cause at
re-enrollment intervals.

‘(B) LIMITATION ON REENROLLMENT.—The
Secretary may establish limits on an indi-
vidual’s eligibility to reenroll in the pro-
gram under this section if the individual has
disenrolled from the program more than
once during a specified time period.

‘(d) PROGRAM.—The care coordination
services program under this section shall in-
clude the following elements:

‘(1) BASIC CARE COORDINATION SERVICES.—

‘““(A) IN GENERAL.—Subject to the cost-ef-
fectiveness criteria specified in subsection
(b)(1), except as otherwise provided in this
section, enrolled individuals shall receive
services described in section 1905(t)(1) and
may receive additional items and services as
described in subparagraph (B).

‘“(B) ADDITIONAL BENEFITS.—The Secretary
may specify additional benefits for which
payment would not otherwise be made under
this title that may be available to individ-
uals enrolled in the program under this sec-
tion (subject to an assessment by the care
coordinator of an individual’s circumstance
and need for such benefits) in order to en-
courage enrollment in, or to improve the ef-
fectiveness of, such program.

‘“(2) CARE COORDINATION REQUIREMENT.—
Notwithstanding any other provision of this
title, the Secretary may provide that an in-
dividual enrolled in the program under this
section may be entitled to payment under
this title for any specified health care items
or services only if the items or services have
been furnished by the care coordinator, or
coordinated through the care coordination
services program. Under such provision, the
Secretary shall prescribe exceptions for
emergency medical services as described in
section 1852(d)(3), and other exceptions deter-
mined by the Secretary for the delivery of
timely and needed care.

‘‘(e) CARE COORDINATORS.—

‘(1) CONDITIONS OF PARTICIPATION.—In
order to be qualified to furnish care coordi-
nation services under this section, an indi-
vidual or entity shall—

‘“(A) be a health care professional or entity
(which may include physicians, physician
group practices, or other health care profes-
sionals or entities the Secretary may find
appropriate) meeting such conditions as the
Secretary may specify;
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“(B) have entered into a care coordination
agreement; and

“(C) meet such criteria as the Secretary
may establish (which may include experience
in the provision of care coordination or pri-
mary care physician’s services).

‘“(2) AGREEMENT TERM; PAYMENT.—

“(A) DURATION AND RENEWAL.—A care co-
ordination agreement under this subsection
shall be for one year and may be renewed if
the Secretary is satisfied that the care coor-
dinator continues to meet the conditions of
participation specified in paragraph (1).

‘(B) PAYMENT FOR SERVICES.—The Sec-
retary may negotiate or otherwise establish
payment terms and rates for services de-
scribed in subsection (d)(1).

‘“(C) L1ABILITY.—Case coordinators shall be
subject to liability for actual health dam-
ages which may be suffered by recipients as
a result of the care coordinator’s decisions,
failure or delay in making decisions, or other
actions as a care coordinator.

‘(D) TERMS.—In addition to such other
terms as the Secretary may require, an
agreement under this section shall include
the terms specified in subparagraphs (A)
through (C) of section 1905(t)(3).

“SEC. 2207. ADMINISTRATION AND MISCELLA-
NEOUS.

‘‘(a) IN GENERAL.—Except as otherwise pro-
vided in this title—

‘(1) the Secretary shall enter into appro-
priate contracts with providers of services,
other health care providers, carriers, and fis-
cal intermediaries, taking into account the
types of contracts used under title XVIII
with respect to such entities, to administer
the program under this title;

‘“(2) individuals enrolled under this title
shall be treated for purposes of title XVIII as
though the individual were entitled to bene-
fits under part A and enrolled under part B
of such title;

‘“(3) benefits described in section 2202 that
are payable under this title to such individ-
uals shall be paid in a manner specified by
the Secretary (taking into account, and
based to the greatest extent practicable
upon, the manner in which they are provided
under title XVIII);

‘“(4) provider participation agreements
under title XVIII shall apply to enrollees and
benefits under this title in the same manner
as they apply to enrollees and benefits under
title XVIII; and

‘(5) individuals entitled to benefits under
this title may elect to receive such benefits
under health plans in a manner, specified by
the Secretary, similar to the manner pro-
vided under part C of title XVIII.

‘““(b) COORDINATION WITH MEDICAID AND
SCHIP.—Notwithstanding any other provi-
sion of law, individuals entitled to benefits
for items and services under this title who
also qualify for benefits under title XIX or
XXI or any other Federally funded program
may continue to qualify and obtain benefits
under such other title or program, and in
such case such an individual shall elect ei-
ther—

‘(1) such other title or program to be pri-
mary payor to benefits under this title, in
which case no benefits shall be payable under
this title and the monthly premium under
section 2203 shall be zero; or

‘“(2) benefits under this title shall be pri-
mary payor to benefits provided under such
program or title, in which case the Secretary
shall enter into agreements with States as
may be appropriate to provide that, in the
case of such individuals, the benefits under
titles XIX and XXI or such other program
(including reduction of cost-sharing) are pro-
vided on a ‘wrap-around’ basis to the benefits
under this title.”.

(b) CONFORMING AMENDMENTS TO SOCIAL SE-
CURITY ACT PROVISIONS.—

S3511

(1) Section 201(i)(1) of the Social Security
Act (42 U.S.C. 401(i)(1)) is amended by strik-
ing ‘“‘or the Federal Supplementary Medical
Insurance Trust Fund”’ and inserting ‘‘the
Federal Supplementary Medical Insurance
Trust Fund, and the MediKids Trust Fund”’.

(2) Section 201(g)(1)(A) of such Act (42
U.S.C. 401(g)(1)(A)) is amended by striking
and the Federal Supplementary Medical In-
surance Trust Fund established by title
XVIIT” and inserting ‘‘, the Federal Supple-
mentary Medical Insurance Trust Fund, and
the MediKids Trust Fund established by title
XVIII”.

(3) Section 1853(c) of such Act (42 U.S.C.
1395w-23(c)) is amended—

(A) in paragraph (1), by striking ‘‘or (7)”
and inserting ‘‘, (7), or (8)”’, and

(B) by adding at the end the following:

‘“(8) ADJUSTMENT FOR MEDIKIDS.—In apply-
ing this subsection with respect to individ-
uals entitled to benefits under title XXII, the
Secretary shall provide for an appropriate
adjustment in the Medicare+Choice capita-
tion rate as may be appropriate to reflect
differences between the population served
under such title and the population under
parts A and B.”.

(¢) MAINTENANCE OF MEDICAID ELIGIBILITY
AND BENEFITS FOR CHILDREN.—

(1) IN GENERAL.—In order for a State to
continue to be eligible for payments under
section 1903(a) of the Social Security Act (42
U.S.C. 1396b(a))—

(A) the State may not reduce standards of
eligibility, or benefits, provided under its
State medicaid plan under title XIX of the
Social Security Act or under its State child
health plan under title XXI of such Act for
individuals under 23 years of age below such
standards of eligibility, and benefits, in ef-
fect on the date of the enactment of this Act;
and

(B) the State shall demonstrate to the sat-
isfaction of the Secretary of Health and
Human Services that any savings in State
expenditures under title XIX or XXI of the
Social Security Act that results from chil-
dren from enrolling under title XXII of such
Act shall be used in a manner that improves
services to beneficiaries under title XIX of
such Act, such as through increases in pro-
vider payment rates, expansion of eligibility,
improved nurse and nurse aide staffing and
improved inspections of nursing facilities,
and coverage of additional services.

(2) MEDIKIDS AS PRIMARY PAYOR.—In apply-
ing title XIX of the Social Security Act, the
MediKids program under title XXII of such
Act shall be treated as a primary payor in
cases in which the election described in sec-
tion 2207(b)(2) of such Act, as added by sub-
section (a), has been made.

(d) EXPANSION OF MEDPAC MEMBERSHIP TO
19.—

(1) IN GENERAL.—Section 1805(c) of the So-
cial Security Act (42 U.S.C. 1395b-6(c)) is
amended—

(A) in paragraph (1), by striking ‘177 and
inserting ¢“19”’; and

(B) in paragraph (2)(B), by inserting ‘‘ex-
perts in children’s health,” after ‘‘other
health professionals,”.

(2) INITIAL TERMS OF ADDITIONAL MEM-
BERS.—

(A) IN GENERAL.—For purposes of stag-
gering the initial terms of members of the
Medicare Payment Advisory Commission
under section 1805(c)(3) of the Social Secu-
rity Act (42 U.S.C. 1395b-6(c)(3)), the initial
terms of the 2 additional members of the
Commission provided for by the amendment
under subsection (a)(1) are as follows:

(i) One member shall be appointed for 1
year.

(ii) One member shall be appointed for 2
years.



S3512

(B) COMMENCEMENT OF TERMS.—Such terms
shall begin on January 1, 2004.

SEC. 3. MEDIKIDS PREMIUM.

(a) GENERAL RULE.—Subchapter A of chap-
ter 1 of the Internal Revenue Code of 1986 (re-
lating to determination of tax liability) is
amended by adding at the end the following
new part:

“PART VIII—MEDIKIDS PREMIUM
‘“‘Sec. 5H9B. MediKids premium.
“SEC. 59B. MEDIKIDS PREMIUM.

‘‘(a) IMPOSITION OF TAX.—In the case of an
individual to whom this section applies,
there is hereby imposed (in addition to any
other tax imposed by this subtitle) a
MediKids premium for the taxable year.

““(b) INDIVIDUALS SUBJECT TO PREMIUM.—

‘(1) IN GENERAL.—This section shall apply
to an individual if the taxpayer has a
MediKid at any time during the taxable
year.

‘‘(2) MEDIKID.—For purposes of this section,

the term ‘MediKid’ means, with respect to a
taxpayer, any individual with respect to
whom the taxpayer is required to pay a pre-
mium under section 2203(c) of the Social Se-
curity Act for any month of the taxable
year.
‘‘(c) AMOUNT OF PREMIUM.—For purposes of
this section, the MediKids premium for a
taxable year is the sum of the monthly pre-
miums under section 2203 of the Social Secu-
rity Act for months in the taxable year.

¢‘(d) EXCEPTIONS BASED ON ADJUSTED GROSS
INCOME.—

‘(1) EXEMPTION FOR VERY LOW-INCOME TAX-
PAYERS.—

‘“(A) IN GENERAL.—No premium shall be im-
posed by this section on any taxpayer having
an adjusted gross income not in excess of the
exemption amount.

‘(B) EXEMPTION AMOUNT.—For purposes of
this paragraph, the exemption amount is—

‘(1) $17,910 in the case of a taxpayer having
1 MediKid,

““(ii) $22,530 in the case of a taxpayer hav-
ing 2 MediKids,

‘4(iii) $27,150 in the case of a taxpayer hav-
ing 3 MediKids, and

“‘(iv) $31,770 in the case of a taxpayer hav-
ing 4 or more MediKids.

¢(C) PHASEOUT OF EXEMPTION.—In the case
of a taxpayer having an adjusted gross in-
come which exceeds the exemption amount
but does not exceed twice the exemption
amount, the premium shall be the amount
which bears the same ratio to the premium
which would (but for this subparagraph)
apply to the taxpayer as such excess bears to
the exemption amount.

(D) INFLATION ADJUSTMENT OF EXEMPTION
AMOUNTS.—In the case of any taxable year
beginning in a calendar year after 2002, each
dollar amount contained in subparagraph (C)
shall be increased by an amount equal to the
product of—

‘(i) such dollar amount, and

‘(i) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 2001’
for ‘calendar year 1992’ in subparagraph (B)
thereof.
If any increase determined under the pre-
ceding sentence is not a multiple of $50, such
increase shall be rounded to the nearest mul-
tiple of $50.

¢(2) PREMIUM LIMITED TO 5 PERCENT OF AD-
JUSTED GROSS INCOME.—In no event shall any
taxpayer be required to pay a premium under
this section in excess of an amount equal to
5 percent of the taxpayer’s adjusted gross in-
come.

‘“(e) COORDINATION WITH OTHER PROVI-
SIONS.—

‘(1) NOT TREATED AS MEDICAL EXPENSE.—
For purposes of this chapter, any premium
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paid under this section shall not be treated
as expense for medical care.

¢“(2) NOT TREATED AS TAX FOR CERTAIN PUR-
POSES.—The premium paid under this section
shall not be treated as a tax imposed by this
chapter for purposes of determining—

‘“(A) the amount of any credit allowable
under this chapter, or

‘(B) the amount of the minimum tax im-
posed by section 55.

“(3) TREATMENT UNDER SUBTITLE F.—For
purposes of subtitle F, the premium paid
under this section shall be treated as if it
were a tax imposed by section 1.”.

(b) TECHNICAL AMENDMENTS.—

(1) Subsection (a) of section 6012 of such
Code is amended by inserting after para-
graph (9) the following new paragraph:

‘(10) Every individual liable for a premium
under section 59B.”".

(2) The table of parts for subchapter A of
chapter 1 of such Code is amended by adding
at the end the following new item:

““Part VIII. MediKids premium.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to months
beginning after December 2004, in taxable
years ending after such date.

SEC. 4. REFUNDABLE CREDIT FOR COST-SHAR-
ING EXPENSES UNDER MEDIKIDS
PROGRAM.

(a) IN GENERAL.—Subpart C of part IV of
subchapter A of chapter 1 of the Internal
Revenue Code of 1986 (relating to refundable
credits) is amended by redesignating section
36 as section 37 and by inserting after section
35 the following new section:

“SEC. 36. COST-SHARING EXPENSES UNDER
MEDIKIDS PROGRAM.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
an individual who has a MediKid (as defined
in section 59B) at any time during the tax-
able year, there shall be allowed as a credit
against the tax imposed by this subtitle an
amount equal to 50 percent of the amount
paid by the taxpayer during the taxable year
as cost-sharing under section 2202(b)(4) of the
Social Security Act.

““(b) LIMITATION BASED ON ADJUSTED GROSS
INCOME.—The amount of the credit which
would (but for this subsection) be allowed
under this section for the taxable year shall
be reduced (but not below =zero) by an
amount which bears the same ratio to such
amount of credit as the excess of the tax-
payer’s adjusted gross income for such tax-
able year over the exemption amount (as de-
fined in section 59B(d)) bears to such exemp-
tion amount.”.

(b) TECHNICAL AMENDMENTS.—

(1) Paragraph (2) of section 1324(b) of title
31, United States Code, is amended by insert-
ing before the period ‘“‘or from section 36 of
such Code”’.

(2) The table of sections for subpart C of
part IV of subchapter A of chapter 1 of such
Code is amended by striking the last item
and inserting the following new items:

“Sec. 36. Cost-sharing expenses under
MediKids program.
‘“‘Sec. 37. Overpayments of tax.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2004.

SEC. 5. REPORT ON LONG-TERM REVENUES.

Within one year after the date of the en-
actment of this Act, the Secretary of the
Treasury shall propose a gradual schedule of
progressive tax changes to fund the program
under title XXII of the Social Security Act,
as the number of enrollees grows in the out-
years.

By Mr. AKAKA (for himself, Mr.
DURBIN, Mr. ALLEN, and Mr.

VOINOVICH):
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S. 589. A Dbill to strengthen and im-
prove the management of national se-
curity, encourage Government service
in areas of critical national security,
and to assist government agencies in
addressing deficiencies in personal pos-
sessing specialized skills important to
national security and incorporating
the goals and strategies for recruit-
ment and retention for such skilled
personnel into the strategic and per-
formance management systems of Fed-
eral agencies; to the Committee on
Governmental Affairs.

Mr. AKAKA. Mr. President. Today 1
rise on behalf of myself and Senators
DURBIN, ALLEN and VOINOVICH to re-
introduce the Homeland Security Fed-
eral Workforce Act. This is similar to
legislation Senator DURBIN, Senator
THOMPSON, and I introduced in the
107th Congress. Like S. 1800, this bill is
designed to strengthen the Federal
Government’s recruitment and reten-
tion efforts in the areas of science,
mathematics, and foreign language
where there is a growing absence of
qualified personnel.

In the weeks following the terrorist
attacks of September 11, FBI Director
Mueller made a plea on national tele-
vision for speakers of Arabic and Farsi
to help the FBI and national security
agencies translate documents that
were in our possession but which were
left untranslated due to a shortage of
employees with proficiency in those
languages. The General Accounting Of-
fice has reported that agencies have
shortages in translators and inter-
preters and an overall shortfall in the
language proficiency levels needed to
carry out their missions.

The Federal Government also lacks
personnel with scientific and engineer-
ing skills. On February 25, 2003, Wil-
liam Wulf, president of the National
Academy of Engineering, noted that
the supply of talented engineers in gov-
ernment is not keeping pace with grow-
ing demand. A recent poll found that a
mere 24 percent of job seekers believe
that the best engineering job opportu-
nities are in the Federal Government
compared to 52 percent for the private
sector. In another example, a 1999 re-
port of the National Research Council
found significant science and tech-
nology weaknesses throughout the De-
partment of State. These shortfalls
have real consequences that hamper
our ability to monitor exports of mili-
tary-sensitive technology and pre-
venting proliferation of biological war-
fare expertise from the former Soviet
Union.

Now more than ever, we must make
sure we have the right people with the
right skills in the right place. On Janu-
ary 9, 2003, the Washington Post re-
ported that six major agencies moving
into the Department of Homeland Se-
curity could lose roughly a quarter to
one-half of their employees to retire-
ment over the next five years. The data
shows that about twice as many em-
ployees at these six agencies will be el-
igible to retire by the end of 2008 than
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are currently eligible. According to the
data, the following percentages of em-
ployees will be eligible to retire: 59 per-
cent at the Federal Emergency Man-
agement Agency; 54 percent of the
Coast Guard; 46 percent of the U.S.
Customs Service; 44 percent of the Ani-
mal and Plant Health Inspection Serv-
ice; 32 percent of the Immigration and
Naturalization Service; and 22 percent
of the Secret Service.

An alarming 26,363 employees out of
67,166 in the six agencies would be eligi-
ble to retire in 2008. Unfortunately, the
numbers for other Federal agencies are
not any better.

We need programs to recruit per-
sonnel with the skills necessary to pro-
tect our country. The Homeland Secu-
rity Federal Workforce Act will do just
that. Today, agencies are forced to de-
cide between funding programs and in-
vesting in their workforce. This is a
no-win situation and has prevented
many agencies from fully utilizing the
Federal student loan repayment pro-
gram which is intended to be a power-
ful recruitment and retention tool. The
Homeland Security Federal Workforce
Act expands the existing student loan
repayment program by authorizing
funds for key national security agen-
cies. The Act establishes a separate
fund to be administered by the Office
of Personnel Management, OPM, to
repay student loans for employees in
national security positions who pledge
to serve in the government for a min-
imum of three years.

In addition, our legislation would es-
tablish a National Security Service
Board to oversee and implement the
new National Security Fellowship Pro-
gram and the National Security Serv-
ice Corps. The National Security Fel-
lowship Program is designed to fund
graduate education for selected stu-
dents learning skills critical to na-
tional security who agree to enter fed-
eral service on the completion of their
degree.

Current employees would not be ne-
glected. Twenty percent of fellowship
slots would be reserved for Federal em-
ployees to enhance their education and
training. In addition, more training op-
portunities would be provided to cur-
rent federal employees through the Na-
tional Security Service Corps. This
program is designed to provide oppor-
tunities for mid-level federal employ-
ees in agencies with national security
responsibilities to serve in rotational
assignments to build experience and
widen perspectives within the national
security community.

Last March I chaired a hearing in the
Subcommittee on International Secu-
rity, Proliferation, and Federal Serv-
ices of the Governmental Affairs Com-
mittee on this bill. Witnesses com-
mented on the additional benefits this
legislation could have on the ability of
government recruitment and retention
efforts. My former colleague, Rep-
resentative Lee Hamilton, now the Di-
rector of the Woodrow Wilson Inter-
national Center for Scholars, noted
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that, ‘“‘Enactment of these proposals
would encourage more people to enter
national security positions by easing
the financial sacrifices often associated
with graduate study and with govern-
ment service.”

The creation of the Department of
Homeland Security once again raised
concerns over the recruitment and re-
tention of skilled employees in na-
tional security positions. To address
these needs, Senator VOINOVICH and I
successfully added an amendment to
the Homeland Security Act to help al-
leviate problems associated with the
workforce crisis facing the Federal
Government. However, we must focus
our efforts on recruiting and retaining
employees with the technical and lan-
guage skills the federal government
needs the most. This legislation helps
fill the holes in our recruitment and re-
tention efforts.

As the United States Commission on
National Security/21st Century, also
known as the Hart-Rudman Commis-
sion, concluded in 2001, *“ . . . the main-
tenance of American power in the
world depends upon the quality of U.S.
government personnel, civil and mili-
tary, at all levels . . . The U.S. faces a
broader range of national security
challenges today, requiring policy ana-
lysts and intelligence personnel with
expertise in more countries, regions,
and issues.” The Homeland Security
Federal Workforce Act will meet this
challenge.

I look forward to working with my
colleagues to ensure that the Federal
Government has the tools to put the
right people with the right skills in the
right place to protect our great Nation.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

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

S. 589

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘Homeland
Security Federal Workforce Act’.

SEC. 2. FINDINGS, PURPOSE, AND EFFECT OF
LAW.

(a) FINDINGS.—Congress makes the fol-
lowing findings:

(1) The security of the United States re-
quires the fullest development of the intel-
lectual resources and technical skills of its
young men and women.

(2) The security of the United States de-
pends upon the mastery of modern tech-
niques developed from complex scientific
principles. It depends as well upon the dis-
covery and development of new principles,
new techniques, and new knowledge.

(3) The United States finds itself on the
brink of an unprecedented human capital
crisis in Government. Due to increasing com-
petition from the private sector in recruiting
high-caliber individuals, Government depart-
ments and agencies, particularly those in-
volved in national security affairs, are find-
ing it hard to attract and retain talent.

(4) The United States must strengthen
Federal civilian and military personnel sys-
tems in order to improve recruitment, reten-
tion, and effectiveness at all levels.
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(5) The ability of the United States to exer-
cise international leadership is, and will in-
creasingly continue to be, based on the polit-
ical and economic strength of the United
States, as well as on United States military
strength around the world.

(6) The Federal Government has an inter-
est in ensuring that the employees of its de-
partments and agencies with national secu-
rity responsibilities are prepared to meet the
challenges of this changing international en-
vironment.

(7) In January 2001, the General Account-
ing Office reported that, at the Department
of Defense ‘‘attrition among first-time en-
listees has reached an all-time high. The
services face shortages among junior offi-
cers, and problems in retaining intelligence
analysts, computer programmers, and pi-
lots.”” The General Accounting Office also
warned of the Immigration and Naturaliza-
tion Service’s ‘‘lack of staff to perform intel-
ligence functions and unclear guidance for
retrieving and analyzing information.”

(8) The United States Commission on Na-
tional Security also cautioned that ‘‘the U.S.
need for the highest quality human capital
in science, mathematics, and engineering is
not being met.” The Commission wrote, ‘‘we
must ensure the highest caliber human cap-
ital in public service. U.S. national security
depends on the quality of the people, both ci-
vilian and military, serving within the ranks
of government.”’

(9) The events on and after September 11th
have highlighted the weaknesses in the Fed-
eral and State government’s human capital
and its personnel management practices, es-
pecially as it relates to our national secu-
rity.

(b) PURPOSES.—It is the purpose of this Act
to—

(1) provide attractive incentives to recruit
capable individuals for Government and
military service; and

(2) provide the necessary resources, ac-
countability, and flexibility to meet the na-
tional security educational needs of the
United States, especially as such needs
change over time.

(¢) EFFECT OF LAW.—Nothing in this Act,
or an amendment made by this Act, shall be
construed to affect the collective bargaining
unit status or rights of any Federal em-
ployee.

TITLE I—PILOT PROGRAM FOR STUDENT
LOAN REPAYMENT FOR FEDERAL EM-
PLOYEES IN AREAS OF CRITICAL IM-
PORTANCE

SEC. 101. STUDENT LOAN REPAYMENTS.
Subchapter VII of chapter 53 of title 5,

United States Code, is amended by inserting

after section 5379, the following:

“§5379A. Pilot program for student loan re-
payment for Federal employees in areas of
critical importance
‘‘(a) DEFINITIONS.—In this section:

‘(1) AGENCY.—The term ‘agency’ means an
agency of the Department of Defense, the
Department of Homeland Security, the De-
partment of State, the Department of En-
ergy, the Department of the Treasury, the
Department of Justice, the National Secu-
rity Agency, and the Central Intelligence
Agency.

‘(2) NATIONAL SECURITY POSITION.—The
term ‘national security position’ means an
employment position determined by the Di-
rector of the Office of Personnel Manage-
ment, in consultation with an agency, for
the purposes of the Pilot Program for Stu-
dent Loan Forgiveness in Areas of Critical
Importance established under this section, to
involve important homeland security appli-
cations.

‘(3) STUDENT LOAN.—The term
loan’ means—

‘student
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““(A) a loan made, insured, or guaranteed
under part B of title IV of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1071 et seq.);

‘(B) a loan made under part D or E of title
IV of the Higher Education Act of 1965 (20
U.S.C. 1087a et seq., 1087aa et seq.); and

‘“(C) a health education assistance loan
made or insured under part A of title VII of
the Public Health Service Act (42 U.S.C. 292
et seq.) or under part E of title VIII of such
Act (42 U.S.C. 297a et seq.).

“(b) ESTABLISHMENT AND OPERATION.—

‘(1) IN GENERAL.—The Director of the Of-
fice of Personnel Management shall, in order
to recruit or retain highly qualified profes-
sional personnel, establish a pilot program
under which the head of an agency may
agree to repay (by direct payments on behalf
of the employee) any student loan previously
taken out by such employee if the employee
is employed by the agency in a national se-
curity position.

‘(2) TERMS AND CONDITIONS OF PAYMENT.—
Payments under this section shall be made
subject to such terms, limitations, or condi-
tions as may be mutually agreed to by the
agency and employee concerned.

‘(3) PAYMENTS.—The amount paid by the
agency on behalf of an employee under this
section may not exceed $10,000 towards the
remaining balance of the student loan for
each year that the employee remains in serv-
ice in the position, except that the employee
must remain in such position for at least 3
years. The maximum amount that may be
paid on behalf of an employee under this
paragraph shall be $80,000.

‘“(4) LIMITATION.—Nothing in this section
shall be considered to authorize an agency to
pay any amount to reimburse an employee
for any repayments made by such employee
prior to the agency’s entering into an agree-
ment under this section with such employee.

“(6) RULE OF CONSTRUCTION.—Nothing in
this section shall be construed—

““(A) to affect student loan repayment pro-
grams existing on the date of enactment of
this section;

‘(B) to revoke or rescind any existing law,
collective bargaining agreement, or recogni-
tion of a labor organization;

‘(C) to authorize the Office of Personnel
Management to determine national security
positions for any other purpose other than to
make such determinations as are required by
this section in order to carry out the pur-
poses of this section; or

‘(D) as a basis for determining the exemp-
tion of any position from inclusion in a bar-
gaining unit pursuant to chapter 71 of title 5,
United States Code, or from the right of any
incumbent of a national security position de-
termined by the Office of Personnel Manage-
ment pursuant to this section, from entitle-
ment to all rights and benefits under such
chapter.

‘(6) FUND.—As part of the program estab-
lished under paragraph (1), the Director shall
establish a fund within the Office of Per-
sonnel Management to be used by agencies
to provide the repayments authorized under
the program.

‘‘(c) GENERAL PROVISIONS.—

‘(1) COORDINATION.—The Director of the Of-
fice of Personnel Management shall coordi-
nate the program established under this sec-
tion with the heads of agencies to recruit
employees to serve in national security posi-
tions.

‘(2) REPORTS.—

“(A) ALLOCATION AND IMPLEMENTATION.—
Not later than 6 months after the date of en-
actment of this section, the Director of the
Office of Personnel Management shall report
to the appropriate committees of Congress
on the manner in which the Director will al-
locate funds and implement the program
under this section.
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‘(B) STATUS AND SUCCESS.—Not later than
4 years after the date of enactment of this
section, the Director of the Office of Per-
sonnel Management shall report to the ap-
propriate Committees on Congress on the
status of the program and its success in re-
cruiting and retaining employees for na-
tional security positions, including an as-
sessment as to whether the program should
be expanded to other agencies or to non-na-
tional security positions to improve overall
Federal workforce recruitment and reten-
tion.

‘(d) INELIGIBLE EMPLOYEES.—An employee
shall not be eligible for benefits under this
section if such employee—

‘(1) occupies a position that is excepted
from the competitive service because of its
confidential, policy-determining, policy-
making, or policy-advocating character; or

‘“(2) does not occupy a national security
position.

‘“(e) TERMS OF AGREEMENT.—

‘(1) IN GENERAL.—An employee selected to
receive benefits under this section shall
agree in writing, before receiving any such
benefit, that the employee will—

‘‘(A) remain in the service of the agency in
a national security position for a period to
be specified in the agreement, but not less
than 3 years, unless involuntarily separated;
and

‘“(B) if separated involuntarily on account
of misconduct, or voluntarily, before the end
of the period specified in the agreement,
repay to the Government the amount of any
benefits received by such employee from
that agency under this section.

‘“(2) SERVICE WITH OTHER AGENCY.—The re-
payment provided for under paragraph (1)(B)
may not be required of an employee who
leaves the service of such employee’s agency
voluntarily to enter into the service of any
other agency unless the head of the agency
that authorized the benefits notifies the em-
ployee before the effective date of such em-
ployee’s entrance into the service of the
other agency that repayment will be re-
quired under this subsection.

‘“(3) RECOVERY OF AMOUNTS.—If an em-
ployee who is involuntarily separated on ac-
count of misconduct or who (excluding any
employee relieved of liability under para-
graph (2)) is voluntarily separated before
completing the required period of service
fails to repay the amount provided for under
paragraph (1)(B), a sum equal to the amount
outstanding is recoverable by the Govern-
ment from the employee (or such employee’s
estate, if applicable) by—

““(A) setoff against accrued pay, compensa-
tion, amount of retirement credit, or other
amount due the employee from the Govern-
ment; and

‘“(B) such other method as is provided for
by law for the recovery of amounts owing to
the Government.

‘“(4) WAIVER.—The head of the agency con-
cerned may waive, in whole or in part, a
right of recovery under this subsection if it
is shown that recovery would be against eq-
uity and good conscience or against the pub-
lic interest.

‘“(5) CREDITING OF ACCOUNT.—Any amount
repaid by, or recovered from, an individual
(or an estate) under this subsection shall be
credited to the fund under subsection (b)(6).
Any amount so credited shall be merged with
other sums in such fund and shall be avail-
able for the same purposes and period, and
subject to the same limitations (if any), as
the sums with which merged.

¢“(f) TERMINATION OF REPAYMENT.—AN em-
ployee receiving benefits under this section
from an agency shall be ineligible for contin-
ued benefits under this section from such
agency if the employee—

‘(1) separates from such agency; or
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‘(2) does not maintain an acceptable level
of performance, as determined under stand-
ards and procedures which the agency head
shall by regulation prescribe.

‘‘(g) EQUAL EMPLOYMENT.—In selecting em-
ployees to receive benefits under this sec-
tion, an agency shall, consistent with the
merit system principles set forth in para-
graphs (1) and (2) of section 2301(b) of this
title, take into consideration the need to
maintain a balanced workforce in which
women and members of racial and ethnic mi-
nority groups are appropriately represented
in Government service.

“(h) ADDITIONAL BENEFIT.—Any benefit
under this section shall be in addition to
basic pay and any other form of compensa-
tion otherwise payable to the employee in-
volved.

‘(1) APPROPRIATIONS AUTHORIZED.—For the
purpose of enabling the Federal Government
to recruit and retain employees critical to
our national security pursuant to this sec-
tion, there are authorized to be appropriated
such sums as may be necessary to carry out
this section for each fiscal year.

“(j) LENGTH OF PROGRAM.—The program
under this section shall remain in effect for
the 8-year period beginning on the date of
enactment of this section. The program shall
continue to pay employees recruited under
this program who are in compliance with
this section their benefits through their
commitment period regardless of the pre-
ceding sentence.

(k) REGULATIONS.—Not later than 2
months after the date of enactment of this
section, the Director of the Office of Per-
sonnel Management shall propose regula-
tions to carry out this section. Not later
than 6 months after the date on which the
comment period for the regulations proposed
under the preceding sentence ends, the Sec-
retary shall promulgate final regulations to
carry out this section.”.

TITLE II—-FELLOWSHIPS FOR GRADUATE
STUDENTS TO ENTER FEDERAL SERVICE
SEC. 201. FELLOWSHIPS FOR GRADUATE STU-
DENTS TO ENTER FEDERAL SERV-

ICE.

Subchapter VII of chapter 53 of title 5,
United States Code, as amended by section
101, is further amended by inserting after
section 5379A, the following:

“§5379B. Fellowships for graduate students
to enter federal service

‘‘(a) DEFINITIONS.—In this section:

‘(1) AGENCY.—The term ‘agency’ means an
agency of the Department of Defense, the
Department of Homeland Security, the De-
partment of State, the Department of En-
ergy, the Department of the Treasury, the
Department of Justice, the National Secu-
rity Agency, and the Central Intelligence
Agency, and other Federal Government
agencies as determined by the National Se-
curity Service Board under subsection (f).

‘(2) DIRECTOR.—The term ‘Director’ means
the Director of the Office of Personnel Man-
agement.

¢“(3) INSTITUTION OF HIGHER EDUCATION.
The term ‘institution of higher education’
has the meaning given to such term in sec-
tion 101 of the Higher Education Act of 1965
(20 U.S.C. 1001).

‘“(4) NATIONAL SECURITY POSITION.—The
term ‘national security position’ means an
employment position determined by the Di-
rector of the Office of Personnel Manage-
ment, in consultation with an agency, for
the purposes of a program established for
Fellowships for Graduate Students to Enter
Federal Services as established under this
section, to involve important homeland se-
curity applications.

‘“(6) SCIENCE.—The term ‘science’ means
any of the natural and physical sciences in-
cluding chemistry, biology, physics, and
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computer science. Such term does not in-
clude any of the social sciences.”.

‘““(b) IN GENERAL.—The Director shall es-
tablish and implement a program for the
awarding of fellowships (to be known as ‘Na-
tional Security Fellowships’) to graduate
students who, in exchange for receipt of the
fellowship, agree to employment with the
Federal Government in a national security
position.

“‘(c) ELIGIBILITY.—To be eligible to partici-
pate in the program established under sub-
section (b), a student shall—

‘(1) have been accepted into a graduate
school program at an accredited institution
of higher education within the United States
and be pursuing or intend to pursue graduate
education in the United States in the dis-
ciplines of foreign languages, science, mathe-
matics, engineering, nonproliferation edu-
cation, or other international fields that are
critical areas of national security (as deter-
mined by the Director);

‘“(2) be a United States citizen, United
States national, permanent legal resident, or
citizen of the Freely Associated States; and

‘“(3) agree to employment with an agency
or office of the Federal Government in a na-
tional security position.

‘(d) SERVICE AGREEMENT.—In awarding a
fellowship under the program under this sec-
tion, the Director shall require the recipient
to enter into an agreement under which, in
exchange for such assistance, the recipient—

(1) will maintain satisfactory academic
progress (as determined in accordance with
regulations issued by the Director) and pro-
vide regularly scheduled updates to the Di-
rector on the progress of their education and
how their employment continues to relate to
a national security objective of the Federal
Government;

“(2) will, upon completion of such edu-
cation, be employed by the agency for which
the fellowship was awarded for a period of at
least 3 years as specified by the Director; and

““(3) agrees that if the recipient is unable
to meet either of the requirements described
in paragraph (1) or (2), the recipient will re-
imburse the United States for the amount of
the assistance provided to the recipient
under the fellowship, together with interest
at a rate determined in accordance with reg-
ulations issued by the Director, but not
higher than the rate generally applied in
connection with other Federal education
loans.

‘‘(e) FEDERAL EMPLOYMENT ELIGIBILITY.—If
a recipient of a fellowship under this section
demonstrates to the satisfaction of the Di-
rector that, after completing their edu-
cation, the recipient is unable to obtain a
national security position in the Federal
Government because such recipient is not el-
igible for a security clearance or other appli-
cable clearance necessary for such position,
the Director may permit the recipient to ful-
fill the service obligation under the agree-
ment under subsection (d) by working in an-
other office or agency in the Federal Govern-
ment for which their skills are appropriate,
by teaching math, science, or foreign lan-
guages, or by performing research, at an in-
stitution of higher education, for a period of
not less than 3 years, in the area of study for
which the fellowship was awarded.

“(f) FELLOWSHIP SELECTION.—

‘(1) IN GENERAL.—The Director shall con-
sult and cooperate with the National Secu-
rity Service Board established under para-
graph (2) in the selection and placement of
national security fellows under this section.

¢“(2) NATIONAL SECURITY SERVICE BOARD.—

“(A) ESTABLISHMENT OF BOARD.—There is
established the National Security Service
Board.

‘(B) MEMBERSHIP.—The Board shall be
composed of—
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‘(i) the Director of the Office of Personnel
Management, who shall serve as the chair-
person of the Board;

‘‘(i1) the Secretary of Defense;

‘“(iii) the Secretary of Homeland Security;

‘“(iv) the Secretary of State;

‘“(v) the Secretary of the Treasury;

‘‘(vi) the Attorney General;

‘“(vii) the Director of the Central Intel-
ligence Agency;

‘(viii) the Director of the Federal Bureau
of Investigations;

“(ix) the Director of the National Security
Agency;

‘(x) the Secretary of Energy;

‘‘(xi) the Director of the Office of Science
and Technology Policy; and

‘“(xii) 2 employees, to be appointed by each
of the officials described in clauses (ii)
through (ix), of each Department for which
such officials have responsibility for admin-
istering, of whom—

‘() 1 shall perform senior level policy
functions; and

‘“(IT) 1 shall perform human resources func-
tions.

“(C) FuNcTiONS.—The Board shall carry
out the following functions:

‘(i) Develop criteria for awarding fellow-
ships under this section.

‘“(ii) Provide for the wide dissemination of
information regarding the activities assisted
under this section.

‘(iii) Establish qualifications for students
desiring fellowships under this section, in-
cluding a requirement that the student have
a demonstrated commitment to the study of
the discipline for which the fellowship is to
be awarded.

‘“(iv) Provide the Director semi-annually
with a list of fellowship recipients, including
an identification of their skills, who are
available to work in a national security posi-
tion.

‘“(v) Not later than 30 days after a fellow-
ship recipient completes the study or edu-
cation for which assistance was provided
under this section, work in conjunction with
the Director to make reasonable efforts to
hire and place the fellow in an appropriate
national security position.

‘“(vi) Review the administration of the pro-
gram established under this section.

‘(vii) Develop and provide to Congress a
strategic plan that identifies the skills need-
ed by the Federal national security work-
force and how the provisions of this Act, and
related laws, regulations, and policies will be
used to address such needs.

‘(viii) Carry out additional functions
under section 301 of the Homeland Security
Federal Workforce Act.

“(g) SPECIAL CONSIDERATION FOR CURRENT
FEDERAL EMPLOYEES.—

‘(1) SET ASIDE OF FELLOWSHIPS.—Twenty
percent of the fellowships awarded under this
section shall be set aside for Federal employ-
ees who are working in national security po-
sitions on the date of enactment of this sec-
tion to enhance the education and training
of such employees in areas important to na-
tional security.

‘(2) FULL- OR PART-TIME EDUCATION.—Fed-
eral employees who are awarded fellowships
under paragraph (1) shall be permitted to ob-
tain advanced education under the fellowship
on a full-time or part-time basis.

¢“(3) PART-TIME EDUCATION.—A Federal em-
ployee who pursues education or training
under a fellowship under paragraph (1) on a
part-time basis shall be eligible for a stipend
in an amount which, when added to the em-
ployee’s part-time compensation, does not
exceed the amount described in subsection
1)(2).

““(h) FELLOWSHIP SERVICE.—Any individual
under this section who is employed by the
Federal Government in a national security
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position shall be able to count the time that
the individual spent in the fellowship pro-
gram towards the time requirement for a re-
duction in student loans as described in sec-
tion 5379A.

‘(i) AMOUNT OF AWARD.—A National Secu-
rity Fellow who complies with the require-
ments of this section may receive funding
under the fellowship for up to 3 years at an
amount determined appropriate by the Di-
rector, but not to exceed the sum of—

‘(1) the amount of tuition paid by the fel-
low; and

‘(2) a stipend in an amount equal to the
maximum stipend available to recipients of
fellowships under section 10 of the National
Science Foundation Act of 1950 (42 U.S.C.
1869) for the year involved.

‘(i) APPROPRIATIONS AUTHORIZED.—For the
purpose of enabling the Director to recruit
and retain highly qualified employees in na-
tional security positions, there are author-
ized to be appropriated $100,000,000 for fiscal
year 2004, and such sums as may be necessary
for each subsequent fiscal year.

(k) RULE OF CONSTRUCTION.—Noting in
this section shall be construed—

‘(1) to authorize the Office of Personnel
Management to determine national security
positions for any other purpose other than to
make such determinations as are required by
this section in order to carry out the pur-
poses of this section; and

‘“(2) as a basis for determining the exemp-
tion of any position from inclusion in a bar-
gaining unit pursuant to chapter 71 of title 5,
United States Code, or from the right of any
incumbent of a national security position de-
termined by the Office of Personnel Manage-
ment pursuant to this section, from entitle-
ment to all rights and benefits under such
chapter.”.

TITLE ITI—-NATIONAL SECURITY SERVICE
CORPS
SEC. 301. NATIONAL SECURITY SERVICE CORPS.

(a) FINDINGS AND PURPOSES.—

(1) FINDINGS.—Congress finds that—

(A) a proficient national security work-
force requires certain skills and knowledge,
and effective professional relationships; and

(B) a national security workforce will ben-
efit from the establishment of a National Se-
curity Service Corps.

(2) PURPOSES.—The purposes of this section
are to—

(A) provide mid-level employees in na-
tional security positions within agencies the
opportunity to broaden their knowledge
through exposure to other agencies;

(B) expand the knowledge base of national
security agencies by providing for rotational
assignments of their employees at other
agencies;

(C) build professional relationships and
contacts among the employees and agencies
of the national security community; and

(D) invigorate the national security com-
munity with exciting and professionally re-
warding opportunities.

(b) DEFINITIONS.—In this section:

(1) AGENCY.—The term ‘‘agency’ means an
agency of the Department of Defense, the
Department of Homeland Security, the De-
partment of State, the Department of En-
ergy, the Department of the Treasury, the
Department of Justice, and the National Se-
curity Agency.

(2) BOARD.—The term ‘‘Board’” means the
National Security Service Board established
under section 5379B(f)(2) of title 5, United
States Code.

(3) CorpPs.—The term ‘‘Corps’” means the
National Security Service Corps.

(4) CORPS POSITION.—The term ‘‘corps posi-
tion” means a position that—

(A) is a position—

(i) at or above GS-12 of the General Sched-
ule; or
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(ii) in the Senior Executive Service;

(B) the duties of which do not relate to in-
telligence support for policy; and

(C) is designated by the head of an agency
as a Corps position.

(c) GOALS AND ADMINISTRATION.—The Board
shall—

(1) formulate the goals of the Corps;

(2) resolve any issues regarding the feasi-
bility of implementing this section;

(3) evaluate relevant civil service rules and
regulations to determine the desirability of
seeking legislative changes to facilitate ap-
plication of the General Schedule and Senior
Executive Service personnel systems to the
Corps;

(4) create specific provisions for agencies
regarding rotational programs;

(6) formulate interagency compacts and co-
operative agreements between and among
agencies relating to—

(A) the establishment and function of the
Corps;

(B) incentives for individuals to partici-
pate in the Corps;

(C) professional education and training;

(D)(i) the process for competition for a
Corps position;

(i) which individuals may compete for
Corps positions; and

(iii) any employment preferences an indi-
vidual participating in the Corps may have
when returning to the employing agency of
that individual; and

(E) any other issues relevant to the estab-
lishment and continued operation of the
Corps; and

(6) not later than 180 days after the date of
enactment of this section, submit a report to
the Office of Personnel Management on all
findings and relevant information on the es-
tablishment of the Corps.

(d) CORPS.—

(1) PROPOSED REGULATIONS.—Not later than
180 days after the date on which the report is
submitted under subsection (c)(6), the Office
of Personnel Management shall publish in
the Federal Register, proposed regulations
describing the purpose, and providing for the
establishment and operation of the Corps.

(2) COMMENT PERIOD.—The Office of Per-
sonnel Management shall provide for—

(A) a period of 60 days for comments from
all stakeholders on the proposed regulations;
and

(B) a period of 180 days following the com-
ment period for making modifications to the
regulations.

(3) FINAL REGULATIONS.—After the 180-day
period described under paragraph (2)(B), the
Office of Personnel Management shall pro-
mulgate final regulations that—

(A) establish the Corps;

(B) provide guidance to agencies to des-
ignate Corps positions;

(C) provide for individuals to perform peri-
ods of service of not more than 2 years at a
Corps position within agencies on a rota-
tional basis;

(D) establish eligibility for individuals to
participate in the Corps;

(E) enhance career opportunities for indi-
viduals participating in the Corps;

(F) provide for the Corps to develop a
group of policy experts with broad-based ex-
perience throughout the executive branch;
and

(G) provide for greater interaction among
agencies with traditional national security
functions.

(4) ACTIONS BY AGENCIES.—Not later than
180 days after the promulgation of final regu-
lations under paragraph (3), each agency
shall—

(A) designate Corps positions;

(B) establish procedures for implementing
this section; and
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(C) begin active participation in the oper-
ation of the Corps.

(e) ALLOWANCES, PRIVILEGES, ETC.—An em-
ployee serving on a rotational basis with an-
other agency pursuant to this section is
deemed to be detailed and, for the purpose of
preserving allowances, privileges, rights, se-
niority, and other benefits with respect to
the employee, is deemed to be an employee
of the original employing agency and is enti-
tled to the pay, allowances, and benefits
from funds available to that agency.

(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Office of Personnel Management such
sums as may be necessary to carry out this
section.

TITLE IV—MISCELLANEOUS PROVISIONS
SEC. 401. CONTENT OF STRATEGIC PLANS.

Section 306(a)(3) of title 5, United States
Code, is amended by inserting before the
semicolon the following: ‘‘, a discussion of
the extent to which specific skills in the
agency’s human capital are mneeded to
achieve the mission, goals and objectives of
the agency, especially to the extent the
agency’s mission, goals and objectives are
critical to ensuring the national security’’.
SEC. 402. PERFORMANCE PLANS.

Section 1115(a) of title 31, United States
Code, is amended—

(1) by redesignating paragraphs (4) through
(6) as paragraphs (5) through (7), respec-
tively; and

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

‘“(4) pursuant to paragraph (3), give special
attention to the extent to which specific
skills are needed to accomplish the perform-
ance goals and indicators that are critical to
ensuring the national security;”.

SEC. 403. GOVERNMENTWIDE PROGRAM PER-
FORMANCE REPORTS.

Section 1116 of title 31, United States Code,
is amended—

(1) in subsection (b)(1), by inserting before
the period the following: *‘, and shall specify
which performance goals and indicators are
critical to ensuring the national security’’;
and

(2) in subsection (d)(3)—

(A) in subparagraph (B), by striking ‘‘and”’
at the end;

(B) in subparagraph (C), by adding ‘‘and”
after the semicolon; and

(C) by adding at the end the following:

‘(D) whether human capital deficiencies in
any way contributed to the failure of the
agency to achieve the goal;”.

By Mr. HOLLINGS:

S. 592. A bill to establish an Office of
Manufacturing in the Department of
Commerce, and for other purposes; to
the Committee on Finance.

Mr. HOLLINGS. Mr. President, the
Department of Liabor, recently released
the latest unemployment results and
at first blush, the 5.8 percent figure,
while certainly too high, does not seem
overly alarming. It is only with a look
behind the numbers that some dis-
turbing trends become apparent.

February marked the 31st consecu-
tive month, since July 2000, that manu-
facturing employment has declined.
This is the longest consecutive month-
ly decline in the post World War II era.
Already, more than 2 million manufac-
turing jobs are gone. A generation ago,
in 1974, manufacturing workers were 26
percent of the workforce, today they
account for only 12.5 percent of the
workforce.
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For all of 2002, industrial production
fell 0.6 percent following a 3.5 percent
decline in 2001. That represented the
first back-to-back annual declines in
industrial output since 1974-1975.

Unfortunately, no end is in sight. By
some measures, the manufacturing job
loss is twice as bad as the last reces-
sion in the early Nineties. The 2002
Producer Price Index revealed the
worst deflation in producer prices since
1949, suggesting that there is little in-
centive to restart the shuttered fac-
tories.

Prices for manufactured goods were
down 1.5 percent in December from a
year earlier. Next to a 1.6 percent year-
to-year drop in November, it was the
largest decline of such prices on record
going back to 1958. And all this has oc-
curred against the backdrop of 2 years
of substantial fiscal stimulus and the
most aggressive monetary policy in
anyone’s memory.

But this wasn’t suppose to happen.
Globalization was going to create a
gentle prosperity that would create
jobs, lift our standard of living and im-
prove our communities. During the
Clinton era, we entered into a series of
international trade agreements, most
notably NAFTA, WTO and China’s en-
trance into the WTO, designed to in-
crease trade and stimulate manufac-
turing job creation.

The second Bush administration con-
tinues this policy, trotting around the
globe negotiating, free-trade agree-
ments within every region of the world.
Recently, the administration con-
cluded agreements with Singapore and
Chile.

After nearly a decade of the NAFTA/
WTO free-trade experiment and after a
year of ‘‘recovery’, it seems appro-
priate to review whether this free trade
era is working? The answer is clearly
no.

Our factories have been swamped by
a flood of imports. Each month seems
to bring a record trade deficit and more
stories of plants closing and moving
offshore.

Our communities, particularly the
rural ones, are quite literally emptying
out. During the nineties, imports
soared by more than 107 percent. Our
trade surplus with Mexico dissolved
soon after NAFTA went into effect.
From 1991 to 2001, our trade deficit
went from $77 billion to $427 billion,
costing us hundreds of thousands of
jobs.

Essentially, our trading partners are
exporting their unemployment to us.
Recently, Ed Yardeni, chief investment
strategist of Prudential Securities,
noted that while the United States cur-
rently has 16.3 million manufacturing
jobs, some 20 million rural Chinese
move to seek better-paying manufac-
turing and construction jobs in the cit-
ies, each year.

There seems to be no end in sight to
pain being experienced by our manu-
facturing sector. Even a declining dol-
lar is not improving our trade situa-
tion, as our factories race to re-estab-
lish overseas. It seems like recognizing
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where our problem is coming from
would be a good first step toward solv-
ing it.

So today I introduce legislation de-
signed to help get American manufac-
turing off the canvas. It is broad and
wide ranging.

The legislation would eliminate the
tax benefits associated with off-shore
production, whether its by a United
States or foreign-based company. It
would eliminate the incentives for
companies to move their headquarters
outside of the United States. It would
prevent the Export Import Bank or the
Overseas Private Investment Corpora-
tion from funding any project that did
not contain at least 80 percent U.S.
content. It would eliminate the Inter-
national Trade Commission. It would
provide for an additional 500 Customs
agents to enforce the tariff and quota
rules associated with the textile trade.
It would prohibit the sale in interstate
commerce of any manufactured prod-
uct made by anyone under twelve. It
would reform WTO dispute settlement
by establishing a panel of Federal
judges to review the determinations
that these dispute panels are reaching.
It would express the Senate’s strong
support for the Byrd amendment which
returns anti-dumping monies to in-
jured parties. Finally, the legislation
would extend the Buy America provi-
sions for the Defense Department con-
tained in the Berry amendment to the
newly formed Department of Homeland
Security.

It’s just a start, but we have to begin
the process of rejuvenating the Amer-
ican manufacturer.

By Mr. DURBIN (for himself, Ms.
MIKULSKI, Mr. LEAHY, Mr. SAR-
BANES, Mr. BINGAMAN, Mr. LAU-
TENBERG, and Ms. LANDRIEU):

S. 593. A bill to ensure that a Federal
employee who takes leave without pay
in order to perform service as a mem-
ber of the uniformed services or mem-
ber of the National Guard shall con-
tinue to receive pay in an amount
which, when taken together with the
pay and allowances such individual is
receiving for such service, will be no
less than the basic pay such individual
would then be receiving if no interrup-
tion in employment has occurred; to
the Committee on Governmental Af-
fairs.

Mr. DURBIN. Mr. President, today,
with war looming with Iraq and hun-
dreds of thousands of our troops poised
for battle overseas, I would like to dis-
cuss the financial burden faced by
many of the men and women who serve
in the military Reserves or National
Guard and who are forced to take un-
paid leave from their jobs when called
to active duty. Currently, there are
nearly 170,000 Guard and Reservists
mobilized and serving on active duty in
our armed forces. While these individ-
uals receive pay for the time they are
on active duty, the salary gap between
military duty and civilian work can be
considerable. It is unfair to ask the
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men and women who have volunteered
to serve their country, often in dan-
gerous situations, to also face a finan-
cial strain on their families.

A number of employers have wisely
acted to remedy this hardship by estab-
lishing financial compensation plans
for their employees in the Reserves and
National Guard. Many companies and
State and local governments, including
Ford, IBM, the State of California, Los
Angeles County, and Austin, TX, recog-
nize this burden and voluntarily pay
the difference between the active duty
military salary and civilian salary for
these reservists. In my State of Illi-
nois, Boeing Aerospace, State Farm In-
surance, Sears, Roebuck & Company,
the State of Illinois, the City of Chi-
cago, and many other Illinois compa-
nies, local governments, and institu-
tions cover the pay differential for Re-
serve and National Guard members
called to active duty.

We should take similar action in
Washington and set an example for em-
ployers throughout the country.
Today, I am introducing with my col-
league from Maryland, Senator BAR-
BARA MIKULSKI, the Reservist Pay Se-
curity Act of 2003, legislation that will
help alleviate the financial problems
faced by many Federal employees who
serve in the Reserves and must take
time off from their jobs when our Na-
tion calls. This bill would allow these
citizen-soldiers to maintain their nor-
mal salary when called to active serv-
ice by requiring Federal agencies to
make up the difference between their
military pay and what they would have
earned on their Federal job.

As the symbol of American values
and ideals, the Federal Government
should give these special employees of
our government more than just words
of support. We should not encourage
Americans to protect their country and
then punish those who enlist in the
armed forces by taking away a large
portion of their salaries. We must pro-
vide our reservist employees with fi-
nancial support so they can leave their
civilian lives to serve our country
without the added burden of worrying
about the financial well-being of their
families. They are doing so much for
us; we should do no less for them.

I urge my colleagues to join me in co-
sponsoring this important legislation.

Ms. MIKULSKI. Mr. President, yes-
terday I spoke on the floor about sup-
porting our armed forces. Support for
our troops is particularly important
today as our soldiers, sailors, airmen
and marines are deployed for possible
war with Iraq. We must express our
support not only with words, but with
deeds. We owe that to our armed
forces.

Our brave men and women of the Na-
tional Guard and Reserves are experi-
encing hardships as a result of recent
mobilizations. I believe we should do
everything we can to reduce unneces-
sary financial burdens on members of
the military, especially when they are
putting themselves in harm’s way to
protect our great Nation.
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We must stand up for our military;
we must also stand up for their fami-
lies. Our troops will face grave danger.
They should not have to face fear for
their families, and particularly they
should not have to worry about their
families’ finances.

Though America is on the brink of
war, American military families must
never be on the brink of bankruptcy.
That is why we, in the Senate, must
take immediate steps to support mili-
tary families.

Today, I am proud to cosponsor the
Reservists Pay Security Act with my
colleague Senator DICK DURBIN. Sen-
ator DURBIN introduced a similar bill
in the House, and I introduced it in the
Senate during Desert Storm in 1991. It
was the right thing to do then, and it
is the right thing to do now. I'm proud
to work together again on this worthy
cause.

The Reservists Pay Security Act of
2003 would ensure that Federal employ-
ees who take leave to serve in our mili-
tary reserves receive the same pay as if
no interruption in their employment
occurred. Why start with Federal em-
ployees? Well, many large companies
and local governments continue to pay
the full salary of their employees when
they are activated. I applaud those ex-
cellent corporate citizens and those
local governments. Some of the largest
employers in my own State are also
meeting that responsibility. The Fed-
eral Government should be a model
employer and set the example for large
businesses. This should be a first step.

I believe we should move quickly to
pass this bill because many members of
the Guard and Reserves do work for the
Federal Government in highly special-
ized areas. But the Federal Govern-
ment needs to do more than that. We
need to take a look at those who work
for small business and those who are
self-employed. A call for duty will be
responded to, but a call for duty time
and time again in a single-year period
places the responsibility on the family.
American families should never sub-
sidize our war effort. We should be
looking out for those families.

We owe reservists our support and a
debt of gratitude. This bill is a step to-
ward achieving that. I urge my col-
leagues to join us and enact this impor-
tant legislation for the men and women
of our National Guard and Reserves.

By Mr. JOHNSON (for himself,
Mr. DASCHLE, Mr. CAMPBELL,
Mr. COCHRAN, and Mrs. MUR-
RAY):

S. 594. A bill to provide for the
issuance of bonds to provide funding
for the construction of schools of the
Bureau of Indian Affairs, and for other
purposes; to the Committee on the In-
dian Affairs.

Mr. JOHNSON. Mr. President, I,
along with Senators DASCHLE, CAMP-
BELL, COCHRAN, and MURRAY introduce
the Indian School Construction Act.
This legislation establishes an innova-
tive funding mechanism to enhance the
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ability of Indian tribes to construct,
repair, and maintain quality edu-
cational facilities.

For education construction in fiscal
year 2004, President Bush proposes a
total of $292.6 million, the same level
as was requested in FY 2003. Of this
total, $131.4 million is for new school
construction to replace seven trial
schools on the BIA Priority List, one of
those is in my home state of South Da-
kota. While I am pleased that seven
schools will be replaced this year, there
are literally dozens of schools that are
in desperate need of replacement and
repair. Simply, the process for replac-
ing schools does not meet the need.

American Indians have been, and
continue to be disproportionately af-
fected by both poverty and low edu-
cational achievement. The fact that
children are expected to learn despite
inadequate educational facilities un-
doubtedly contributes to this disparity.

This bill provides a mechanism
whereby an escrow account will be set
up with a one time appropriation.
Money would be placed in the escrow
account and the tribal governments
could use that account to issue bonds
for purposes of constructing elemen-
tary and secondary schools. This al-
lows tribal governments an oppor-
tunity to construct schools, even if the
schools are low on the BIA priority list
and are not slated for immediate con-
struction under the direct appropria-
tion process. Ultimately, this would
mean that our children can learn in a
better environment more quickly.

I urge my colleagues to closely exam-
ine the Indian School Construction Act
and join me in working to make this
innovative funding mechanism a re-
ality.

By Mr. HATCH (for himself, Mr.
BREAUX, Mr. ALLARD, Ms. COL-
LINS, Mr. SUNUNU, and Ms.
SNOWE):

S. 595. A Dbill to amend the Internal
Revenue Code of 1986 to repeal the re-
quired use of certain principal repay-
ments on mortgage subsidy bond
financings to redeem bonds, to modify
the purchase price limitation under
mortgage subsidy bond rules based on
median family income, and for other
purposes; to the Committee on Fi-
nance.

Mr. HATCH. Mr. President, on behalf
of myself and Senator BREAUX, I rise
today to introduce the Housing Bond
and Credit Modernization and Fairness
Act of 2003. We are joined in this legis-
lation by Senators ALLARD, COLLINS,
SUNUNU, and SNOWE.

This bill will bring about important
modifications to two important and
popular Federal affordable housing pro-
grams—Housing Bonds, or single fam-
ily Mortgage Revenue Bonds, MRBs, as
they are commonly known, and the
Low Income Housing Tax Credit. My
long-time partnership on these issues
with Senator BREAUX is one indication
of the broad bipartisan support enjoyed
by these programs. Another is the fact
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that our identical bill in the 107th Con-
gress attracted 79 members of this body
as cosponsors.

These programs are popular because
they are state-administered, federal
tax incentives designed to encourage
private investment in first-time home-
buyer mortgages for low and moderate-
income families and privately devel-
oped and owned apartments for low-in-
come renters. Moreover, they have a
proven track record of being effective
in providing housing to families who
need it.

As with most things, however, these
programs could use some improve-
ments. Specifically, the current law
governing these two housing programs
includes some obsolete provisions that
act as barriers and limit their effec-
tiveness. The legislation we are intro-
ducing today would modernize these
programs and remove these barriers.

The Housing Bond and Credit Mod-
ernization and Fairness Act does three
things.

First, it repeals the so-called ‘‘Ten-
Year Rule,” a provision added to the
MRB program in 1988 that prevents
States from using homeowner pay-
ments on such mortgages to make new
mortgages to additional qualified pur-
chasers. For each day the Ten-Year
Rule is in effect, States lose millions of
dollars in financing for first-time
homebuyer mortgages, amounting to
more than $14 billion in mortgage au-
thority between 2001 and 2005. This bar-
rier keeps tens of thousands of addi-
tional qualified lower income home-
buyers from getting an affordable
MRB-financed mortgage, including
many in my home State of Utah. Our
bill eliminates the Ten-Year Rule to
allow States to use mortgage payments
to finance additional lower income
mortgages.

Second, it replaces the present un-
workable price limit for homes these
mortgages can finance with a simple
limit that works. Let me explain. Cur-
rent law limits the price of homes pur-
chased with MRB-financed mortgages
to 90 percent of the average area home
price. States have the option of deter-
mining their own purchase price limits
or relying on Treasury-published safe
harbor limits.

Most States have relied on the Treas-
ury limits because it is costly and bur-
densome to collect accurate and com-
prehensive sales price data. The prob-
lem is that the Treasury Department
has not been providing recent data.
This has especially been a problem for
states, such as Utah, with many rural
areas. In fact, Treasury last issued safe
harbor limits in 1994, based on 1993
data. Home prices have risen signifi-
cantly in the past ten years. This
means that the MRB program simply
cannot work in many parts of many
states because qualified buyers cannot
find homes priced below the outdated
limits. To have an outdated and un-
workable requirement that holds back
the families that this program is de-
signed to help is poor public policy
that cries out for remedy.
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The answer, which is included in our
bill, is to replace the present limit, set
in Washington, by a simple formula
limiting the purchase price to three
and a half times the qualifying income
under the program.

Finally, the bill makes Housing Cred-
it apartment production viable in rural
areas by allowing States to use state-
wide median incomes as the basis for
the income limits in that program.
This change would apply the same
methodology for determining quali-
fying income levels used in the MRB
Program. HUD data shows that current
income limits inhibit Housing Credit
development in more than 1,300 non-
metropolitan counties across the coun-
try.

I am pleased to tell my colleagues
that the changes proposed by the Hous-
ing Bond and Credit Modernization and
Fairness Act have been endorsed by the
bipartisan National Governors Associa-
tion, the National Council of State
Housing Agencies, and nearly every
major national housing organization.
These groups know how important the
Housing Bond and Housing Credit pro-
grams are in giving States the ability
to meet the housing needs of low and
moderate-income families.

The Housing Credit and the MRB pro-
grams work and they are important to
each State. This bill gives the Congress
a golden opportunity to create new
housing opportunities for tens of thou-
sands of low and moderate-income fam-
ilies every year, simply by improving
these existing and proven programs. I
encourage my colleagues to join this
bipartisan effort.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

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

S. 595

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Housing
Bond and Credit Modernization and Fairness
Act of 2003”°.

SEC. 2. REPEAL OF REQUIRED USE OF CERTAIN
PRINCIPAL REPAYMENTS ON MORT-
GAGE SUBSIDY BOND FINANCINGS
TO REDEEM BONDS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 143(a)(2) of the Internal Revenue Code of
1986 (defining qualified mortgage issue) is
amended by adding ‘‘and” at the end of
clause (ii), by striking *‘, and” at the end of
clause (iii) and inserting a period, and by
striking clause (iv) and the last sentence.

(b) CONFORMING AMENDMENT.—Clause (ii) of
section 143(a)(2)(D) of such Code is amended
by striking ‘‘(and clause (iv) of subparagraph
(A)”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to repay-
ments received after the date of the enact-
ment of this Act.

SEC. 3. MODIFICATION OF PURCHASE PRICE LIM-
ITATION UNDER MORTGAGE SUB-
SIDY BOND RULES BASED ON ME-
DIAN FAMILY INCOME.

(a) IN GENERAL.—Paragraph (1) of section
143(e) of the Internal Revenue Code of 1986
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(relating to purchase price requirement) is
amended to read as follows:

‘(1) IN GENERAL.—An issue meets the re-
quirements of this subsection only if the ac-
quisition cost of each residence the owner-fi-
nancing of which is provided under the issue
does not exceed the greater of—

“(A) 90 percent of the average area pur-
chase price applicable to the residence, or

‘(B) 3.5 times the applicable median family
income (as defined in subsection (f)).”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to financing
provided, and mortgage credit certificates
issued, after the date of the enactment of
this Act.

SEC. 4. DETERMINATION OF AREA MEDIAN
GROSS INCOME FOR LOW-INCOME
HOUSING CREDIT PROJECTS.

(a) IN GENERAL.—Paragraph (4) of section
42(g) of the Internal Revenue Code of 1986 (re-
lating to certain rules made applicable) is
amended by striking the period at the end
and inserting ‘‘and the term ‘area median
gross income’ means the amount equal to
the greater of—

‘““(A) the area median gross income deter-
mined under section 142(d)(2)(B), or

‘(B) the statewide median gross income for
the State in which the project is located.”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to—

(1) housing credit dollar amounts allocated
after the date of the enactment of this Act,
and

(2) buildings placed in service after such
date to the extent paragraph (1) of section
42(h) of the Internal Revenue Code of 1986
does not apply to any building by reason of
paragraph (4) thereof.

By Mr. ENSIGN (for himself, Mrs.
BOXER, Mr. SMITH, Mr. ALLEN,
Mr. ENzI, and Mr. BAYH):

S. 596. A Dbill to amend the Internal
Revenue Code of 1986 to encourage the
investment of foreign earnings within
the United States for productive busi-
ness investments and job creation; to
the Committee on Finance.

Mr. ENSIGN. Mr. President. I rise
today with my colleagues Senator
BOXER, Senator SMITH, Senator ALLEN,
Senator ENZI and Senator BAYH to in-
troduce The Invest in the U.S.A. Act of
2003 to stimulate job growth and in-
vestment in the American economy.

Under current tax law, American
companies doing business overseas are
discouraged from bringing their earn-
ings back home because those earnings
are subject to up to a 35-percent rate of
taxation. Specifically, our government
imposes taxes on American companies
when its foreign subsidiary earnings
are brought back to the United States,
to the extent of any shortfall in the tax
paid abroad and the 35-percent U.S. tax
rate. Therefore, many businesses do
the math and conclude that it would be
more beneficial to invest 100 percent of
those earnings abroad than it would be
to bring the funds home to be rein-
vested in the American economy.

Our proposal is a sensible, fiscally re-
sponsible way to provide immediate in-
vestment in the American economy.
Specifically, the Invest in the U.S.A.
Act bill will allow domestic corpora-
tions doing business abroad to bring
their foreign earnings home by impos-
ing a 5.25-percent toll tax on dividends
in excess of normal distributions for
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only one year. Companies must rein-
vest these funds in the United States in
an approved investment plan to take
advantage of the lowered rate. Finally,
domestic shareholders would perma-
nently surrender the right to claim for-
eign tax credits for 85 percent of for-
eign income taxes associated with divi-
dends subject to the 5.25-percent tax, as
well as exclude 85 percent of income
subject to the 5.25-percent tax from the
calculation of the foreign tax credit
limitation ensuring that no American
company will be taxed less than 5.25
percent.

Lowering the tax burden on foreign
subsidiary income for a limited time
will open the floodgates for privately
held foreign funds to be brought back
into the American economy to provide
immediate economic stimulus. Accord-
ing to the Joint Committee on Tax-
ation, the Invest in the U.S.A. Act will
not only increase receipts to the U.S.
Treasury in the first year by $4.1 bil-
lion but also inject an additional $135
billion of privately held funds into the
U.S. economy that will be an imme-
diate stimulus to our economy at a
cost of only $3.9 billion over 10 years—
less than 3 percent of the overall gain
this legislation will have to the Amer-
ican economy.

These funds can be used to create
more jobs for American workers, solid-
ify corporate pension and retirement
funds, invest in manufacturing equip-
ment and research and development,
and reduce domestic debt loads thereby
increasing employee and shareholder
dividends. American jobs depend on
American companies, and this proposal
will accomplish that objective. I ask
unanimous consent that the text of the
bill be printed in the RECORD.

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

S. 596

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Invest in the

U.S.A. Act of 2003"".

SEC. 2. TOLL TAX ON EXCESS QUALIFIED FOR-
EIGN DISTRIBUTION AMOUNT.

(a) IN GENERAL.—Subpart F of part III of
subchapter N of chapter 1 of the Internal
Revenue Code of 1986 is amended by adding
at the end the following new section:

“SEC. 965. TOLL TAX IMPOSED ON EXCESS QUALI-
FIED FOREIGN DISTRIBUTION
AMOUNT.

‘“‘(a) ToLL TAX IMPOSED ON EXCESS QUALI-
FIED FOREIGN DISTRIBUTION AMOUNT.—If a
corporation elects the application of this
section for any taxable year, a tax shall be
imposed for such taxable year in an amount
equal to 5.25 percent of—

‘(1) the taxpayer’s excess qualified foreign
distribution amount for such taxable year,
plus

‘(2) the amount determined under section

78 which is attributable to such excess quali-
fied foreign distribution amount.
Such tax shall be imposed in lieu of the tax
imposed under section 11 or 55 on the
amounts described in paragraphs (1) and (2)
for such taxable year.

“(b) EXCESS QUALIFIED FOREIGN DISTRIBU-
TION AMOUNT.—For purposes of this section—
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‘(1) IN GENERAL.—The term ‘excess quali-
fied foreign distribution amount’ means the
excess (if any) of—

‘“(A) dividends received by the taxpayer
during the taxable year which are—

‘(i) from 1 or more corporations which are
controlled foreign corporations in which the
taxpayer is a United States shareholder on
the date such dividends are paid, and

‘‘(ii) described in a domestic reinvestment
plan approved by the taxpayer’s president,
chief executive officer, or comparable offi-
cial before the payment of such dividends
and subsequently approved by the taxpayer’s
board of directors, management committee,
executive committee, or similar body, which
plan shall provide for the reinvestment of
such dividends in the United States, such as
for the funding of worker hiring and train-
ing; infrastructure; research and develop-
ment; capital investments; or the financial
stabilization of the corporation for the pur-
poses of job retention or creation, over

‘(B) the base dividend amount.

‘“(2) BASE DIVIDEND AMOUNT.—The term
‘base dividend amount’ means an amount
designated under subsection (c)(7), but not
less than the average amount of dividends
received during the fixed base period from 1
or more corporations which are controlled
foreign corporations in which the taxpayer is
a United States shareholder on the date such
dividends are paid.

*“(3) FIXED BASE PERIOD.—

‘“(A) IN GENERAL.—The term ‘fixed base pe-
riod’ means each of 3 taxable years which are
among the 5 most recent taxable years of the
taxpayer ending on or before December 31,
2002, determined by disregarding—

‘(i) the 1 taxable year for which the tax-
payer had the highest amount of dividends
from 1 or more corporations which are con-
trolled foreign corporations relative to the
other 4 taxable years, and

‘‘(ii) the 1 taxable year for which the tax-
payer had the lowest amount of dividends
from such corporations relative to the other
4 taxable years.

‘‘(B) SHORTER PERIOD.—If the taxpayer has
fewer than 5 taxable years ending on or be-
fore December 31, 2002, then in lieu of apply-
ing subparagraph (A), the fixed base period
shall mean such shorter period representing
all of the taxable years of the taxpayer end-
ing on or before December 31, 2002.

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

‘(1) DIVIDENDS.—The term ‘dividend’
means a dividend as defined in section 316,
except that the term shall also include
amounts described in section 951(a)(1)(B),
and shall exclude amounts described in sec-
tions 78 and 959.

¢(2) CONTROLLED FOREIGN CORPORATIONS
AND UNITED STATES SHAREHOLDERS.—The
term ‘controlled foreign corporation’ shall
have the same meaning as under section
957(a) and the term ‘United States share-
holder’ shall have the same meaning as
under section 951(b).

“(3) FOREIGN TAX CREDITS.—The amount of
any income, war, profits, or excess profit
taxes paid (or deemed paid under sections 902
and 960) or accrued by the taxpayer with re-
spect to the excess qualified foreign distribu-
tion amount for which a credit would be al-
lowable under section 901 in the absence of
this section, shall be reduced by 85 percent.

‘(4) FOREIGN TAX CREDIT LIMITATION.—For
all purposes of section 904, there shall be dis-
regarded 85 percent of—

‘“‘(A) the excess qualified foreign distribu-
tion amount,

‘(B) the amount determined under section
78 which is attributable to such excess quali-
fied foreign distribution amount, and
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“(C) the amounts (including assets, gross
income, and other relevant bases of appor-
tionment) which are attributable to the ex-
cess qualified foreign distribution amount
which would, determined without regard to
this section, be used to apportion the ex-
penses, losses, and deductions of the tax-
payer under section 861 and 864 in deter-
mining its taxable income from sources
without the United States.

For purposes of applying subparagraph (C),
the principles of section 864(e)(3)(A) shall
apply.

¢(5) TREATMENT OF ACQUISITIONS AND DIS-
POSITIONS.—Rules similar to the rules of sec-
tion 41(f)(3) shall apply in the case of acquisi-
tions or dispositions of controlled foreign
corporations occurring on or after the first
day of the earliest taxable year taken into
account in determining the fixed base period.

£(6) TREATMENT OF CONSOLIDATED
GROUPS.—Members of an affiliated group of
corporations filing a consolidated return
under section 1501 shall be treated as a single
taxpayer in applying the rules of this sec-
tion.

*(7) DESIGNATION OF DIVIDENDS.—Subject to
subsection (b)(2), the taxpayer shall des-
ignate the particular dividends received dur-
ing the taxable year from 1 or more corpora-
tions which are controlled foreign corpora-
tions in which it is a United States share-
holder which are dividends excluded from the
excess qualified foreign distribution amount.
The total amount of such designated divi-
dends shall equal the base dividend amount.

¢(8) TREATMENT OF EXPENSES, LOSSES, AND
DEDUCTIONS.—AnNy expenses, losses, or deduc-
tions of the taxpayer allowable under sub-
chapter B—

‘““(A) shall not be applied to reduce the
amounts described in subsection (a)(1), and

‘(B) shall be applied to reduce other in-
come of the taxpayer (determined without
regard to the amounts described in sub-
section (a)(1)).

“(d) ELECTION.—

‘(1) IN GENERAL.—An election under this
section shall be made on the timely filed in-
come tax return for the taxpayer’s first tax-
able year (determined by taking extensions
into account) ending 120 days or more after
the date of the enactment of this section,
and, once made, may be revoked only with
the consent of the Secretary.

‘(2) ALL CONTROLLED FOREIGN CORPORA-
TIONS.—The election shall apply to all cor-
porations which are controlled foreign cor-
porations in which the taxpayer is a United
States shareholder during the taxable year.

¢“(3) CONSOLIDATED GROUPS.—If a taxpayer
is a member of an affiliated group of cor-
porations filing a consolidated return under
section 1501 for the taxable year, an election
under this section shall be made by the com-
mon parent of the affiliated group which in-
cludes the taxpayer, and shall apply to all
members of the affiliated group.

‘“(e) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary and appropriate to carry out the pur-
poses of this section, including regulations
under section 55 and regulations addressing
corporations which, during the fixed base pe-
riod or thereafter, join or leave an affiliated
group of corporations filing a consolidated
return.”.

(b) CONFORMING AMENDMENT.—The table of
sections for subpart F of part III of sub-
chapter N of chapter 1 of the Internal Rev-
enue Code of 1986 is amended by adding at
the end the following new item:

“Sec. 965. Toll tax imposed on excess quali-
fied foreign distribution
amount.”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply only to the
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first taxable year of the electing taxpayer
ending 120 days or more after the date of the
enactment of this Act.

Mrs. BOXER. Today, Senator ENSIGN
and I are introducing the Invest in the
U.S.A. Act of 2003 along with Senators
SMITH, ALLEN, ENZzI, and BAYH. This
economic stimulus legislation would
create a one-year incentive for cor-
porations to bring the profits they
have made overseas back to the United
States and invest them in creating
jobs.

The act lowers the effective cor-
porate tax rate on the foreign earnings
of American companies from 35 percent
to 5.25 percent for one year. By low-
ering that rate for one year, we will en-
courage companies to bring an esti-
mated $135 billion from abroad back
home to invest in the United States.
Getting this capital into the domestic
economy is particularly necessary in
light of the difficulties firms are hav-
ing raising money in this tough econ-
omy. By making this capital available
for domestic investment, we will mini-
mize the spending cuts that companies
have been announcing for the coming
year.

The Invest in the U.S.A. Act would
constitute a true economic stimulus by
encouraging investment and job cre-
ation right away in such activities as
worker hiring and training, research
and development, and new plants.

Our proposal is also fiscally respon-
sible, unlike other proposals that fail
to give the economy the shot in the
arm it needs. It will result in job cre-
ation rather than deficit creation by
enabling a tremendous amount of in-
vestment in our economy in the short
term with only a small cost in the long
term. For Government, the funds
brought back to the United States will
generate $4.1 billion in revenues in the
first year and is expected to cost $3.9
billion over 10 years.

I want to thank Senator ENSIGN for
his active, engaged leadership on this
legislation. I particularly appreciate
Senator ENSIGN’s focus on ensuring
that these funds will be targeted at
creating jobs and stimulating our econ-
omy right away.

Mr. President, we will work hard to
ensure that the provisions in this act
are included in any economic growth
package that the Senate considers be-
cause our workers need the opportuni-
ties it would create and our economy
needs the capital it would generate.

By Mr. GRASSLEY (for himself,
Mr. BAUcUS, Mr. DOMENICI, and
Mr. BINGAMAN):

S. 597. A bill to amend the Internal
Revenue Code of 1986 to provide energy
tax incentives; to the Committee on
Finance.

Mr. GRASSLEY. Mr. President, I am
pleased that today we offer a bipar-
tisan energy tax incentives package for
the 108th Congress. I have been joined
in this introduction by not only Rank-
ing Member of the Finance Committee,
Senator BAUCUS, but also the Chairman
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and the Ranking Member of the Energy

and Natural Resources Committee,

Senators DOMENICI and BINGAMAN as

original sponsors of the Energy Tax In-

centives Act of 2003, which we are in-
troducing today.

This bill is substantially similar to
the Energy Tax Incentives Bill which
won overwhelming support on the floor
of the Senate last April. It continues to
represent a balanced package of alter-
native energy, traditional energy pro-
duction and energy efficiency incen-
tives. As we move forward towards a
Mark-up of an energy tax bill by the
Finance Committee, this bill rep-
resents a starting point. We hope over
the next few weeks to be able to incor-
porate some of the new and improved
versions of some of the provisions that
we developed over the many months of
conference during the last Congress.

I remain committed to diverse
sources of energy and electricity, to in-
clude the production of electricity for
wind and agricultural waste nutrients.
In addition this bill reflects my contin-
ued interest in biodiesel and provisions
to support small ethanol producers. I
look forward to working with the
Sponsors to craft a responsive bipar-
tisan energy tax package.

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

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

S. 597

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; ETC.

(a) SHORT TITLE.—This Act may be cited as
the “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 Act is as follows:

Sec. 1. Short title; etc.

TITLE I—EXTENSION AND MODIFICA-
TION OF RENEWABLE ELECTRICITY
PRODUCTION TAX CREDIT

Sec. 101. Three-year extension of credit for

producing electricity from wind
and poultry waste.

Sec. 102. Credit for electricity produced
from biomass.

Sec. 103. Credit for electricity produced
from swine and bovine waste
nutrients, geothermal energy,
and solar energy.

Sec. 104. Treatment of persons not able to
use entire credit.

Sec. 105. Credit for electricity produced
from small irrigation power.

Sec. 106. Credit for electricity produced

from municipal biosolids and
recycled sludge.
TITLE II—ALTERNATIVE MOTOR
VEHICLES AND FUELS INCENTIVES

Sec. 201. Alternative motor vehicle credit.

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

Sec. 203. Credit for installation of alter-
native fueling stations.
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204. Credit for retail sale of alternative
fuels as motor vehicle fuel.

Small ethanol producer credit.

All alcohol fuels taxes transferred
to Highway Trust Fund.

Increased flexibility in alcohol
fuels tax credit.

Incentives for biodiesel.

Credit for taxpayers owning com-
mercial power takeoff vehicles.

TITLE III—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.

Allowance of deduction for quali-
fied new or retrofitted energy
management devices.

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

Energy credit for combined heat
and power system property.
Credit for energy efficiency im-
provements to existing homes.
Allowance of deduction for quali-
fied new or retrofitted water

submetering devices.

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

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.

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. Oil and gas from marginal wells.

Sec. 502. Natural gas gathering lines treated
as T-year property.

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

Environmental tax credit.

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

Marginal production income limit
extension.

Amortization of geological and geo-
physical expenditures.

Amortization of delay rental pay-
ments.

Study of coal bed methane.

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

Natural gas distribution lines
treated as 15-year property.

Sec.

205.
206.

Sec.
Sec.

Sec. 207.

208.
209.

Sec.
Sec.

Sec. 301.

Sec. 302.
Sec. 303.

Sec. 304.

Sec. 305.

Sec. 306.

Sec. 307.

Sec. 308.

Sec. 309.

Sec. 310.

Sec. 311.

Sec. 503.

504.
505.

Sec.
Sec.

Sec. 506.

Sec. 507.
Sec. 508.

509.
510.

Sec.
Sec.

Sec. 511.
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TITLE VI—ELECTRIC UTILITY
RESTRUCTURING PROVISIONS

601. Ongoing study and reports regard-
ing tax issues resulting from fu-
ture restructuring decisions.

602. Modifications to special rules for
nuclear decommissioning costs.

603. Treatment of certain income of co-
operatives.

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

Sec. 605. Treatment of certain development

income of cooperatives.
TITLE VII—ADDITIONAL PROVISIONS

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

Study of effectiveness of certain
provisions by GAO.

Credit for production of Alaska
natural gas.

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

Clarification of excise tax exemp-
tions for agricultural aerial ap-
plicators.

Modification of rural airport defini-
tion.

Sec. 707. Exemption from ticket taxes for
transportation provided by sea-
planes.

TITLE I—EXTENSION AND MODIFICATION
OF RENEWABLE ELECTRICITY PRODUC-
TION TAX CREDIT

SEC. 101. THREE-YEAR EXTENSION OF CREDIT

FOR PRODUCING ELECTRICITY
FROM WIND AND POULTRY WASTE.

(a) IN GENERAL.—Subparagraphs (A) and
(C) of section 45(c)(3) (relating to qualified
facility), as amended by section 603(a) of the
Job Creation and Worker Assistance Act of
2002, are each amended by striking ‘‘January
1, 2004’ and inserting ‘‘January 1, 2007".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity sold after the date of the enactment
of this Act, in taxable years ending after
such date.

SEC. 102. CREDIT FOR ELECTRICITY PRODUCED

FROM BIOMASS.

(a) EXTENSION AND MODIFICATION OF
PLACED-IN-SERVICE RULES.—Paragraph (3) of
section 45(c) is amended—

(1) by striking subparagraph (B) and insert-
ing the following new subparagraph:

¢“(B) CLOSED-LOOP BIOMASS FACILITY.—

‘“(i) IN GENERAL.—In 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

‘“(IT) owned by the taxpayer which is origi-
nally placed in service before January 1, 1993,
and modified to use closed-loop biomass to
co-fire with coal or other biomass before
January 1, 2007, as approved under the Bio-
mass Power for Rural Development Pro-
grams or under a pilot project of the Com-
modity Credit Corporation as described in 65
Fed. Reg. 63052.

‘(i) SPECIAL RULES.—In the case of a
qualified facility described in clause (i)(II)—

‘() the 10-year period referred to in sub-
section (a) shall be treated as beginning no
earlier than the date of the enactment of
this subclause, and

‘“(IT) if the owner of such facility is not the
producer of the electricity, the person eligi-
ble for the credit allowable under subsection
(a) is the lessee or the operator of such facil-
ity.”, and

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

Sec.

Sec.
Sec.

Sec.

Sec. 702.

Sec. 703.
Sec. 704.

Sec. 705.

Sec. 706.
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‘(D) BIOMASS FACILITY.—

‘(i) 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 is originally placed in
service before January 1, 2005.

¢‘(ii) SPECIAL RULE FOR POSTEFFECTIVE DATE
FACILITIES.—In the case of any facility de-
scribed in clause (i) which is placed in serv-
ice after the date of the enactment of this
clause, the 3-year period beginning on the
date the facility is originally placed in serv-
ice shall be substituted for the 10-year period
in subsection (a)(2)(A)(ii).

‘(iii) SPECIAL RULES FOR PREEFFECTIVE
DATE FACILITIES.—In the case of any facility
described in clause (i) which is placed in
service before the date of the enactment of
this clause—

“(I) subsection (a)(1) shall be applied by
substituting ‘1.0 cents’ for ‘1.5 cents’, and

“(IT) the 3-year period beginning after the
date of the enactment of this subparagraph,
shall be substituted for the 10-year period in
subsection (a)(2)(A)(ii).

‘(iv) CREDIT ELIGIBILITY.—In the case of
any facility described in clause (i), if the
owner of such facility is not the producer of
the electricity, the person eligible for the
credit allowable under subsection (a) is the
lessee or the operator of such facility.”.

(b) DEFINITION OF BIOMASS.—

(1) IN GENERAL.—Section 45(c)(1) (defining
qualified energy resources) is amended—

(A) by striking ‘“‘and” at the end of sub-
paragraph (B),

(B) by striking the period at the end of
subparagraph (C) and inserting ¢, and”, and

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

‘(D) biomass (other than closed-loop bio-
mass).”’.

(2) BIOMASS DEFINED.—Section 45(c) (relat-
ing to definitions) is amended by adding at
the end the following new paragraph:

‘(6) BIoOMASS.—The term ‘biomass’ means
any solid, nonhazardous, cellulosic waste
material which is segregated from other
waste materials and which is derived from—

“‘(A) any of the following forest-related re-
sources: mill residues, precommercial
thinnings, slash, and brush, but not includ-
ing old-growth timber (other than old-
growth timber which has been permitted or
contracted for removal by any appropriate
Federal authority through the National En-
vironmental Policy Act or by any appro-
priate State authority),

“(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 sources, including orchard
tree crops, vineyard, grain, legumes, sugar,
and other crop by-products or residues.”.

(c) COORDINATION WITH SECTION 29.—Sec-
tion 45(c) (relating to definitions) is amended
by adding at the end the following new para-
graph:

¢“(6) COORDINATION WITH SECTION 29.—The
term ‘qualified facility’ shall not include any
facility the production from which is taken
into account in determining any credit under
section 29 for the taxable year or any prior
taxable year.”.

(d) CLERICAL AMENDMENTS.—

(1) The heading for subsection (c) of section
45 is amended by inserting ‘‘AND SPECIAL
RULES” after “DEFINITIONS’.

(2) The heading for subsection (d) of sec-
tion 45 is amended by inserting ‘‘ADDI-
TIONAL’ before ‘‘DEFINITIONS’ .
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(e) EFFECTIVE DATES.—

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

(2) CERTAIN BIOMASS FACILITIES.—With re-
spect to any facility described in section
45(¢c)(3)(D)(1) of the Internal Revenue Code of
1986, as added by this section, which is placed
in service before the date of the enactment
of this Act, the amendments made by this
section shall apply to electricity sold after
the date of the enactment of this Act, in tax-
able years ending after such date.

SEC. 103. CREDIT FOR ELECTRICITY PRODUCED
FROM SWINE AND BOVINE WASTE
NUTRIENTS, GEOTHERMAL ENERGY,
AND SOLAR ENERGY.

(a) EXPANSION OF QUALIFIED ENERGY RE-
SOURCES.—

(1) IN GENERAL.—Section 45(c)(1) (defining
qualified energy resources), as amended by
this Act, is amended by striking ‘“‘and” at
the end of subparagraph (C), by striking the
period at the end of subparagraph (D) and in-
serting a comma, and by adding at the end
the following new subparagraphs:

“(BE) swine and bovine waste nutrients,

‘“(F') geothermal energy, and

‘(G) solar energy.”’.

(2) DEFINITIONS.—Section 45(c) (relating to
definitions and special rules), as amended by
this Act, is amended by redesignating para-
graph (6) as paragraph (8) and by inserting
after paragraph (5) the following new para-
graphs:

‘“(6) SWINE AND BOVINE WASTE NUTRIENTS.—
The term ‘swine and bovine waste nutrients’
means swine and bovine manure and litter,
including bedding material for the disposi-
tion of manure.

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

(b) EXTENSION AND MODIFICATION OF
PLACED-IN-SERVICE RULES.—Section 45(c)(3)
(relating to qualified facility), as amended
by this Act, is amended by adding at the end
the following new subparagraphs:

‘“(E) SWINE AND BOVINE WASTE NUTRIENTS
FACILITY.—In the case of a facility using
swine and bovine waste nutrients 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 this subpara-
graph and before January 1, 2007.

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

‘(i) 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 this clause and
before January 1, 2007.

‘‘(ii) SPECIAL RULE.—In the case of any fa-
cility described in clause (i), the 5-year pe-
riod beginning on the date the facility was
originally placed in service shall be sub-
stituted for the 10-year period in subsection
(a)(2)(A)(di).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity sold after the date of the enactment
of this Act, in taxable years ending after
such date.

SEC. 104. TREATMENT OF PERSONS NOT ABLE TO
USE ENTIRE CREDIT.

(a) IN GENERAL.—Section 45(d) (relating to
additional definitions and special rules), as
amended by this Act, is amended by adding
at the end the following new paragraph:

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

““(A) ALLOWANCE OF CREDIT.—
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‘(i) IN GENERAL.—Except as otherwise pro-
vided in this subsection—

‘“(I) 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

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

‘“(ii) 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),

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

“(II1) 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.

‘(i) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
ensure that any credit described in clause (i)
is claimed once and not reassigned by such
other person.

‘‘(iii) TRANSFER PROCEEDS TREATED AS ARIS-
ING FROM ESSENTIAL GOVERNMENT FUNCTION.—
Any proceeds derived by a person described
in subclause (III), (IV), 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
(I), (IT), 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 I 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.—Any 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
among and between persons described in sub-
paragraph (A)(ii) shall be treated as sales be-
tween unrelated parties.”.

(b) CREDITS NOT REDUCED BY TAX-EXEMPT
BONDS OR CERTAIN OTHER SUBSIDIES.—Sec-
tion 45(b)(3) (relating to credit reduced for
grants, tax-exempt bonds, subsidized 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 any loan,
debt, or other obligation incurred under sub-
chapter I 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
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2003)”" after ‘‘project’ in clause (ii) (as so re-

designated),

(4) by adding at the end the following new
sentence: ‘“This paragraph shall not apply
with respect to any facility described in sub-
section (¢)(3)(B)(i)II).”’, and

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

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to elec-
tricity sold after the date of the enactment
of this Act, in taxable years ending after
such date.

SEC. 105. CREDIT FOR ELECTRICITY PRODUCED
FROM SMALL IRRIGATION POWER.

(a) IN GENERAL.—Section 45(c)(1) (defining
qualified energy resources), as amended by
this Act, is amended by striking ‘“‘and” at
the end of subparagraph (F), by striking the
period at the end of subparagraph (G) and in-
serting ‘‘, and”’, and by adding at the end the
following new subparagraph:

‘“‘(H) small irrigation power.”.

(b) QUALIFIED FACILITY.—Section 45(c)(3)
(relating to qualified facility), as amended
by this Act, is amended by adding at the end
the following new subparagraph:

“(G) SMALL IRRIGATION POWER FACILITY.—
In the case of a facility using small irriga-
tion power to produce electricity, the term
‘qualified facility’ means any facility owned
by the taxpayer which is originally placed in
service after date of the enactment of this
subparagraph and before January 1, 2007.”’.

(c) DEFINITION.—Section 45(c), as amended
by this Act, is amended by redesignating
paragraph (8) as paragraph (9) and by insert-
ing after paragraph (7) the following new
paragraph:

‘(8) 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.”.

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

SEC. 106. CREDIT FOR ELECTRICITY PRODUCED
FROM MUNICIPAL BIOSOLIDS AND
RECYCLED SLUDGE.

(a) IN GENERAL.—Section 45(c)(1) (defining
qualified energy resources), as amended by
this Act, is amended by striking ‘‘and” at
the end of subparagraph (G), by striking the
period at the end of subparagraph (H), and by
adding at the end the following new subpara-
graphs:

“(I) municipal biosolids, and

‘“(J) recycled sludge.”.

(b) QUALIFIED FACILITIES.—Section 45(c)(3)
(relating to qualified facility), as amended
by this Act, is amended by adding at the end
the following new subparagraphs:

‘‘(H) MUNICIPAL BIOSOLIDS FACILITY.—In the
case of a facility using municipal biosolids
to produce electricity, the term ‘qualified fa-
cility’ means any facility owned by the tax-
payer which is originally placed in service
after the date of the enactment of this sub-
paragraph and before January 1, 2007.

‘(I) RECYCLED SLUDGE FACILITY.—

‘(i) IN GENERAL.—In the case of a facility
using recycled sludge to produce electricity,
the term ‘qualified facility’ means any facil-
ity owned by the taxpayer which is origi-
nally placed in service before January 1, 2007.

‘“(ii) SPECIAL RULE.—In the case of a quali-
fied facility described in clause (i), the 10-
year period referred to in subsection (a) shall
be treated as beginning no earlier than the
date of the enactment of this subpara-
graph.”.

(c) DEFINITIONS.—Section 45(c), as amended
by this Act, is amended by redesignating
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paragraph (9) as paragraph (11) and by insert-
ing after paragraph (8) the following new
paragraphs:

“(9) MUNICIPAL BIOSOLIDS.—The term ‘mu-
nicipal biosolids’ means the residue or solids
removed by a municipal wastewater treat-
ment facility.

¢“(10) RECYCLED SLUDGE.—

‘““(A) IN GENERAL.—The term ‘recycled
sludge’ means the recycled residue byproduct
created in the treatment of commercial, in-
dustrial, municipal, or navigational waste-
water.

‘“(B) RECYCLED.—The term ‘recycled’
means the processing of residue into a mar-
ketable product, but does not include incin-
eration for the purpose of volume reduc-
tion.”.

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

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
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,

‘‘(ii) $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
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‘“(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:

‘(1) In the case of a passenger automobile:

The 0000 model year

city

“If wvehicle inertia fuel economy is:
weight class is:

1,500 or 1,750 1DS ceuvviviiiiniiiiieeieeeaen 45.2
mpg
2,000 IDS ceivineiiiriee e 39.6
mpg
2,250 1DS teiiiiiieie s 35.2
mpg
2,500 1DS ovniiniiiie e 31.7
mpg
2,750 IDS trivvieiriee s 28.8
mpg
3,000 1DS oeuiiiiiiie e 26.4
mpg
3,500 IDS tvviiiiireee e 22.6
mpg
4,000 1DS tririininiieiieiee s 19.8
mpg
4,500 1DS ovuiiniiiiieee e 17.6
mpg
5,000 IDS ceiviiniiiiiiieiee s 15.9
mpg
5,500 1DS ovuiiniiiieie e 14.4
mpg
6,000 1DS tvivriiiiiiniiee e 13.2
mpg
6,500 1DS tviviiiiiiiiiee s 12.2
mpg
7,000 t0 8,500 1DS euvuvvinininiiiiiiieneanns 11.3
mpg.

‘“(ii) In the case of a light truck:
The 0000 model year
city
“If wvehicle inertia fuel economy is:

weight class is:

1,500 or 1,750 IDS ...evvvnniiiiiiiiiiieiiinns 39.4
mpg
2,000 108 evvvniiiiineii 35.2
mpg
2,250 108 .ooeiiiii 31.8
mpg
2,500 108 oovviiiii 29.0
mpg
2,750 108 oovviiiiiiiiii 26.8
mpg
3,000 108 oevvniiiiiei 24.9
mpg
3,500 108 evvvniiiiii 21.8
mpg
4,000 108 ovvvniiiiieii 19.4
mpg
4,500 108 ..oooiiiiiii e 17.6
mpg
5,000 108 ..ooeiiiiiiieee e 16.1
mpg
5,500 108 oevviiiiiii 14.8
mpg
6,000 1DS .ovvniiiiiiiii 13.7
mpg
6,500 108 ..ovvniiiiiiiiii 12.8
mpg
7,000 £0 8,500 IDS ...evvvvneriiiniiiiiiiiinnns 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 II of the Clean Air Act
(42 U.S.C. 7521 et seq.).

¢“(3) NEW QUALIFIED FUEL CELL MOTOR VEHI-
CLE.—For purposes of this subsection, the
term ‘new qualified fuel cell motor vehicle’
means a motor vehicle—

““(A) which is propelled by power derived
from one or more cells which convert chem-
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ical energy directly into electricity by com-
bining oxygen with hydrogen fuel which is
stored on board the vehicle in any form and
may or may not require reformation prior to
use,

‘(B) which, in the case of a passenger auto-
mobile or light truck—

‘(i) for 2002 and later model vehicles, has
received a certificate of conformity under
the Clean Air Act and meets or exceeds the
equivalent qualifying California low emis-
sion vehicle standard under section 243(e)(2)
of the Clean Air Act for that make and
model year, and

‘‘(ii) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds the Bin 5 Tier II emission
level established in regulations prescribed by
the Administrator of the Environmental
Protection Agency under section 202(i) of the
Clean Air Act for that make and model year
vehicle,

‘(C) the original use of which commences
with the taxpayer,

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

‘“(E) which is made by a manufacturer.

‘‘(c) NEW QUALIFIED HYBRID MOTOR VEHICLE
CREDIT.—

‘(1) IN GENERAL.—For purposes of sub-
section (a), the new qualified hybrid motor
vehicle credit determined under this sub-
section with respect to a new qualified hy-
brid motor vehicle placed in service by the
taxpayer during the taxable year is the cred-
it amount determined under paragraph (2).

¢“(2) CREDIT AMOUNT.—

‘““(A) IN GENERAL.—The credit amount de-
termined under this paragraph shall be de-
termined in accordance with the following
tables:

‘(i) In the case of a new qualified hybrid
motor vehicle which is a passenger auto-
mobile or light truck and which provides the
following percentage of the maximum avail-
able power:

“If percentage of the
maximum

available power is: The credit amount 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 ........cceiiiiininnnn $1,000.

‘“(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:

“(I) If such vehicle has a gross vehicle
weight rating of not more than 14,000 pounds:
“If percentage of the

maximum

available power is: The credit amount 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 .........cocveiniinnnnn $2,500.

““(IT) 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

maximum

available power is: The credit amount 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.
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“If percentage of the
maximum
available power is: The credit amount is:
At least 50 percent but less than 60 $5,500
percent.
At least 60 percent $6,000.
“(ITII) If such vehicle has a gross vehicle
weight rating of more than 26,000 pounds:
“If percentage of the
maximum
available power is:

The credit amount 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 .........coceveiiniininnn $10,000.

‘(B) INCREASE FOR FUEL EFFICIENCY.—

‘(1) 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—

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

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

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

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

‘4(V) $2,600, if such vehicle achieves at least
225 percent but less than 250 percent of the
2002 model year city fuel economy, and

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

‘(i) 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 using the tables
provided in subsection (b)(2)(B) with respect
to such vehicle.

¢(C) INCREASE FOR ACCELERATED EMISSIONS
PERFORMANCE.—The amount determined
under subparagraph (A)(ii) with respect to an
applicable heavy duty hybrid motor vehicle
shall be increased by the 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 credit

increased
amount is:

‘(i) 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:

The credit

increased
amount is:

“If the model year is:

‘‘(iii) In the case of a vehicle which has a
gross vehicle weight rating of more than
26,000 pounds:

“If the model year is: The increased credit

amount is:

‘(D) DEFINITIONS.—
‘(1) APPLICABLE HEAVY DUTY HYBRID MOTOR
VEHICLE.—For purposes of subparagraph (C),
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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.

¢(i1) HEAVY DUTY HYBRID MOTOR VEHICLE.—
For purposes of this paragraph, the term
‘heavy duty hybrid motor vehicle’ means a
new qualified hybrid motor vehicle which
has a gross vehicle weight rating of more
than 10,000 pounds and draws propulsion en-
ergy from both of the following onboard
sources of stored energy:

‘“(I) An internal combustion or heat engine
using consumable fuel which, for 2002 and
later model vehicles, has received a certifi-
cate of conformity under the Clean Air Act
and meets or exceeds a level of not greater
than 3.0 grams per brake horsepower-hour of
oxides of nitrogen and 0.01 per brake horse-
power-hour of particulate matter.

‘“(II) A rechargeable energy storage sys-
tem.

¢‘(i11) MAXIMUM AVAILABLE POWER.—

‘“(I) PASSENGER AUTOMOBILE OR LIGHT
TRUCK.—For purposes of subparagraph (A)(i),
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 such maximum power and
the SAE net power of the heat engine.

¢(II) 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, the
term ‘new qualified hybrid motor vehicle’
means a motor vehicle—

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

‘(i) an internal combustion or heat engine
using combustible fuel, and

‘“(ii) a rechargeable energy storage system,

‘“(B) which, in the case of a passenger auto-
mobile or light truck—

‘(i) for 2002 and later model vehicles, has
received a certificate of conformity under
the Clean Air Act and meets or exceeds the
equivalent qualifying California low emis-
sion vehicle standard under section 243(e)(2)
of the Clean Air Act for that make and
model year, and

‘“(ii) for 2004 and later model vehicles, has
received a certificate that such vehicle
meets or exceeds the Bin 5 Tier II emission
level established in regulations prescribed by
the Administrator of the Environmental
Protection Agency under section 202(i) of the
Clean Air Act for that make and model year
vehicle,

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

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

‘‘(E) which is made by a manufacturer.

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

‘(3) INCREMENTAL COST.—For purposes of
this subsection, the incremental cost of any
new qualified alternative fuel motor vehicle
is equal to the amount of the excess of the
manufacturer’s suggested retail price for
such vehicle over such price for a gasoline or
diesel fuel motor vehicle of the same model,
to the extent such amount does not exceed—

““(A) $5,000, if such vehicle has a gross vehi-
cle weight rating of not more than 8,500
pounds,

‘4(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.

‘() CREDIT FOR MIXED-FUEL VEHICLES.—

‘“(A) IN GENERAL.—In the case of a mixed-
fuel vehicle placed in service by the taxpayer
during the taxable year, the credit deter-
mined under this subsection is an amount
equal to—

‘(i) in the case of a 75/256 mixed-fuel vehi-
cle, 70 percent of the credit which would
have been allowed under this subsection if
such vehicle was a qualified alternative fuel
motor vehicle, and

‘‘(ii) in the case of a 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’
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means any motor vehicle described in sub-
paragraph (C) or (D) of paragraph (3),
which—

‘(i) is certified by the manufacturer as
being able to perform efficiently in normal
operation on a combination of an alternative
fuel and a petroleum-based fuel,

““(ii) either—

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

‘“(IT) has received an order 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
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 DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

“) CONSUMABLE FUEL.—The term
‘consumable fuel’ means any solid, liquid, or
gaseous matter which releases energy when
consumed by an auxiliary power unit.

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

‘“(3) 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 I of
title 40, Code of Federal Regulations, as in
effect on the date of the enactment of this
section.

‘(40 OTHER TERMS.—The terms ‘auto-
mobile’, ‘passenger automobile’, ‘light
truck’, and ‘manufacturer’ have the mean-
ings given such terms in regulations pre-
scribed by the Administrator of the Environ-
mental Protection Agency for purposes of
the administration of title II of the Clean
Air Act (42 U.S.C. 7521 et seq.).

‘(5) REDUCTION IN BASIS.—For purposes of
this subtitle, the basis of any property for
which a credit is allowable under subsection
(a) shall be reduced by the amount of such
credit so allowed (determined without regard
to subsection (e)).

‘“(6) NO DOUBLE BENEFIT.—The amount of
any deduction or 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-
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section (a) for such vehicle for the taxable
year.

“(7) PROPERTY USED BY TAX-EXEMPT ENTI-
TIES.—In the case of a credit amount which
is allowable with respect to a motor vehicle
which is acquired by an entity exempt from
tax under this chapter, the person which
sells or leases such vehicle to the entity
shall be treated as the taxpayer with respect
to the vehicle for purposes of this section
and the credit shall be allowed to such per-
son, but only if the person clearly discloses
to the entity at the time of any sale or lease
the specific amount of any credit otherwise
allowable to the entity under this section.

‘(8) RECAPTURE.—The Secretary shall, by
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection
(a) with respect to any property which ceases
to be property eligible for such credit (in-
cluding recapture in the case of a lease pe-
riod of less than the economic life of a vehi-
cle).

‘(99 PROPERTY USED OUTSIDE UNITED
STATES, ETC., NOT QUALIFIED.—No credit shall
be allowed under subsection (a) with respect
to any property referred to in section 50(b) or
with respect to the portion of the cost of any
property taken into account under section
179.

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

€(11) CARRYBACK AND CARRYFORWARD AL-
LOWED.—

‘“(A) IN GENERAL.—If the credit amount al-
lowable under subsection (a) for a taxable
year exceeds the amount of the limitation
under subsection (e) for such taxable year (in
this paragraph referred to as the ‘unused
credit year’), such excess shall be allowed as
a credit carryback for each of the 3 taxable
years beginning after the date of the enact-
ment of this paragraph, which precede the
unused credit year and a credit carryforward
for each of the 20 taxable years which suc-
ceed the unused credit year.

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

€(12) INTERACTION WITH AIR QUALITY AND
MOTOR VEHICLE SAFETY STANDARDS.—Unless
otherwise provided in this section, a motor
vehicle shall not be considered eligible for a
credit under this section unless such vehicle
is in compliance with—

‘‘(A) the applicable provisions of the Clean
Air Act for the applicable make and model
year of the vehicle (or applicable air quality
provisions of State law in the case of a State
which has adopted such provision under a
waiver under section 209(b) of the Clean Air
Act), and

‘(B) the motor vehicle safety provisions of
sections 30101 through 30169 of title 49,
United States Code.

“(g) REGULATIONS.—

‘(1) IN GENERAL.—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
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‘“(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 in section
30B(f)(5).”".

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

(3) Section 6501(m) is amended by inserting
<30B()(10),” 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.”.

(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. 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—

(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 which con-
forms to the Motor Vehicle Safety Standard
500 prescribed by the Secretary of Transpor-
tation, as in effect on the date of the enact-
ment of the Energy Tax Incentives Act of
2003, the lesser of—

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

(ii) $1,500.

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

(i) $3,500, or

¢“(ii) $6,000, if such vehicle is—

““(I) 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 I to part 86 of title 40, Code of Fed-
eral Regulations, or

““(IT) capable of a payload capacity of at
least 1,000 pounds.

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

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

‘“(BE) 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)”.

(3) Section 55(c)(2), as amended by this Act,
is amended by striking ‘30(b)(3)’’ and insert-
ing “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—
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‘(i) operated solely by use of a battery or
battery pack, or

‘‘(ii) 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:

‘“(6) NO DOUBLE BENEFIT.—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 at-
tributable to such cost.

‘“(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TIES.—In 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 amount al-
lowable under subsection (a) for a taxable
year exceeds 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 allowed as
a credit carryback for each of the 3 taxable
years beginning after the date of the enact-
ment of this paragraph, which precede the
unused credit year and a credit carryforward
for each of the 20 taxable years which suc-
ceed the unused credit year.

“(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.

(a) 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
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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.—The credit al-
lowed under subsection (a) shall be allowed
in the taxable year in which the qualified
clean-fuel vehicle refueling property is
placed in service by the taxpayer.

‘(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.

¢“(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.—No deduction
shall be allowed under section 179A with re-
spect 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.

‘(1) CARRYFORWARD ALLOWED.—

‘(1) IN GENERAL.—If the credit amount al-
lowable under subsection (a) for a taxable
year exceeds the amount of the limitation
under subsection (e) for such taxable year
(referred to as the ‘unused credit year’ in
this subsection), such excess shall be allowed
as a credit carryforward for each of the 20
taxable years following the unused credit
year.

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

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

March 11, 2003

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

‘(1) 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), as amended by section 606(a) of
the Job Creation and Worker Assistance Act
of 2002, is amended—

(A) by striking ‘‘calendar year 2004 in
clause (i) and inserting ‘‘calendar years 2004
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)”.

(¢) 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 para-
graph:

‘“(30) to the extent provided in section
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—



March 11, 2003

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

“In the case of any
taxable year

ending in— The applicable
amount is—

2003 .. 30
cents

2004 ..o 40
cents

2005 and 2006 ......c.uveenieiiiiiieiieeiieanns 50
cents.

‘“(2) 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 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
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.

*“(b) 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 qualified
alternative fuel motor vehicle (as defined in
section 30B(d)(4)) before such fuel is sold at
retail, then such use shall be treated in the
same manner as if such fuel were sold at re-
tail as a fuel to propel such a vehicle 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.”.
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(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 alcohol used as fuel) is
amended by adding at the end the following
new paragraph:

“(6) ALLOCATION OF SMALL ETHANOL PRO-
DUCER CREDIT TO PATRONS OF COOPERATIVE.—

“‘(A) ELECTION TO ALLOCATE.—

‘(i) IN GENERAL.—In the case of a coopera-
tive organization described in section 1381(a),
any portion of the credit determined under
subsection (a)(3) for the taxable year may, at
the election of the organization, be appor-
tioned pro rata among patrons of the organi-
zation on the basis of the quantity or value
of business done with or for such patrons for
the taxable year.

“(ii) FORM AND EFFECT OF ELECTION.—AnN
election under clause (i) for any taxable year
shall be made on a timely filed return for
such year. Such election, once made, shall be
irrevocable for such taxable year.

“(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.—The amount of the credit appor-
tioned to patrons under subparagraph (A)—

‘(i) shall not be included in the amount de-
termined under subsection (a) with respect
to the organization for the taxable year,

‘“(ii) shall be included in the amount deter-
mined under subsection (a) for the taxable
year of each patron for which the patronage
dividends for the taxable year described in
subparagraph (A) are included in gross in-
come, and

‘‘(iii) shall be included in gross income of
such patrons for the taxable year in the
manner and to the extent provided in section
87.

¢“(C) SPECIAL RULES FOR DECREASE IN CRED-
ITS FOR TAXABLE YEAR.—If the amount of the
credit of a cooperative organization deter-
mined under subsection (a)(3) for a taxable
year is less than the amount of such credit
shown on the return of the cooperative orga-
nization for such year, an amount equal to
the excess of—

‘(1) such reduction, over

‘(i) 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), as amended by section 301(b) of the Job
Creation and Worker Assistance Act of 2002,
is amended by redesignating paragraph (4) as
paragraph (b) and by inserting after para-
graph (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—
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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—

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

‘“(IT) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the small eth-
anol producer credit).

‘(B) SMALL ETHANOL PRODUCER CREDIT.—
For purposes of this subsection, the term
‘small ethanol producer credit’ means the
credit allowable under subsection (a) by rea-
son of section 40(a)(3).”.

(B) CONFORMING AMENDMENTS.—Subclause
(IT) of section 38(c)(2)(A)(ii), as amended by
section 301(b)(2) of the Job Creation and
Worker Assistance Act of 2002, and subclause
(IT) of section 38(c)(3)(A)(ii), as added by sec-
tion 301(b)(1) of such Act, 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—

‘(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. ALL ALCOHOL FUELS TAXES TRANS-
FERRED TO HIGHWAY TRUST FUND.

(a) IN GENERAL.—Section 9503(b)(4) (relat-
ing to certain taxes not transferred to High-
way Trust Fund) is amended—

(1) by adding ‘‘or” at the end of subpara-
graph (C),

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

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

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxes im-
posed after September 30, 2003.

SEC. 207. 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:

‘(1) 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,
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“(B) is required to register 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) ALCOHOL FUELS CREDIT MAY BE TAKEN
AGAINST MOTOR FUELS TAX LIABILITY.—

(1) IN GENERAL.—Subpart C of part III of
subchapter A of chapter 32 (relating to spe-
cial provisions applicable to petroleum prod-
ucts) is amended by adding at the end the
following new section:

“SEC. 4104. CREDIT AGAINST MOTOR FUELS
TAXES.

‘“‘(a) ELECTION TO USE CREDIT AGAINST
MOTOR FUELS TAXES.—There is hereby al-
lowed as a credit against the taxes imposed
by section 4081, any credit allowed under
paragraph (1) or (2) of section 40(a) with re-
spect to alcohol used in the production of
ethyl tertiary butyl ether to the extent—

‘(1) such credit is not claimed by the tax-
payer or the qualified assignee under section
40(i) as a credit under section 40, and

‘“(2) the taxpayer or qualified assignee
elects to claim such credit under this sec-
tion.

““(b) ELECTION IRREVOCABLE.—ANy election
under subsection (a) shall be irrevocable.

‘“(c) REQUIRED STATEMENT.—ANy return
claiming a credit pursuant to an election
under this section shall be accompanied by a
statement that the credit was not, and will
not, be claimed on an income tax return.

‘(d) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
avoid the claiming of double benefits and to
prescribe the taxable periods with respect to
which the credit may be claimed.”.

(2) CONFORMING AMENDMENT.—Section 40(c)
is amended by striking ‘‘or section 4091(c)”’
and inserting ‘‘section 4091(c), or section
4104.

(3) CLERICAL AMENDMENT.—The table of
sections for subpart C of part III of sub-
chapter A of chapter 32 is amended by adding
at the end the following new item:

‘“Sec. 4104. Credit against motor fuels

taxes.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on and
after the date of the enactment of this Act.
SEC. 208. INCENTIVES FOR BIODIESEL.

(a) CREDIT FOR BIODIESEL USED AS A
FUEL.—

(1) 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 bio-
diesel V, 1 cent for each whole percentage
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point (not exceeding 20 percentage points) of
biodiesel V in such mixture, and

‘“(ii) in the case of a mixture with biodiesel
NV, or a combination of biodiesel V and bio-
diesel NV, 0.5 cent for each whole percentage
point (not exceeding 20 percentage points) of
such biodiesel in such mixture.

¢“(2) QUALIFIED BIODIESEL MIXTURE.—

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

‘(1) 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.

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

‘(i) IN GENERAL.—Biodiesel V or biodiesel
NV used in the production of a qualified bio-
diesel mixture shall be taken into account—

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

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

¢“(i1) CERTIFICATION FOR BIODIESEL V.—Bio-
diesel V used in the production of a qualified
biodiesel mixture shall be taken into ac-
count only if the taxpayer described in sub-
paragraph (A) obtains a certification from
the producer of the biodiesel V which identi-
fies 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 EXEMPTION FROM
EXCISE TAX.—The amount of the credit de-
termined under this section with respect to
any biodiesel V shall, under regulations pre-
scribed by the Secretary, be properly reduced
to take into account any benefit provided
with respect to such biodiesel V solely by
reason of the application of section 4041(n) or
section 4081(f).

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

‘(1) BIODIESEL V DEFINED.—The term ‘bio-
diesel V'’ means the monoalkyl esters of long
chain fatty acids derived solely from virgin
vegetable oils for use in compressional-igni-
tion (diesel) engines. Such term shall include
esters derived from vegetable oils from corn,
soybeans, sunflower seeds, cottonseeds,
canola, crambe, rapeseeds, safflowers,
flaxseeds, rice bran, and mustard seeds.

‘“(2) BIODIESEL NV DEFINED.—The term ‘bio-
diesel nv’ means the monoalkyl esters of
long chain fatty acids derived from non-
virgin vegetable oils or animal fats for use in
compressional-ignition (diesel) engines.

“(3) REGISTRATION REQUIREMENTS.—The
terms ‘biodiesel V' and ‘biodiesel NV’ shall
only include a biodiesel which meets—

‘“(1) the registration requirements for fuels
and fuel additives established by the Envi-
ronmental Protection Agency under section
211 of the Clean Air Act (42 U.S.C. 7545), and

‘‘(i1) the requirements of the American So-
ciety of Testing and Materials D6751.

‘(2) 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 V or bio-
diesel NV used in the production of any
qualified biodiesel mixture, and

‘(ii) any person—

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

‘“(IT) 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.
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‘““(B) APPLICABLE LAWS.—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 subparagraph (A) as if such tax were
imposed by section 4081 and not by this chap-
ter.

*“(3) 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) ELECTION To HAVE BIODIESEL FUELS
CREDIT NOT APPLY.—

‘(1) IN GENERAL.—A taxpayer may elect to
have this section not apply for any taxable
year.

‘(2) TIME FOR MAKING ELECTION.—An elec-
tion under paragraph (1) for any taxable year
may be made (or revoked) at any time before
the expiration of the 3-year period beginning
on the last date prescribed by law for filing
the return for such taxable year (determined
without regard to extensions).

“(3) MANNER OF MAKING ELECTION.—AnN
election under paragraph (1) (or revocation
thereof) shall be made in such manner as the
Secretary may by regulations prescribe.”.

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

(2) CREDIT TREATED AS PART OF GENERAL
BUSINESS CREDIT.—Section 38(b), 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).”.

(3) CONFORMING AMENDMENTS.—

(A) Section 39(d), as amended by this Act,
is amended by adding at the end the fol-
lowing new paragraph:

‘(12) NO CARRYBACK OF BIODIESEL FUELS
CREDIT BEFORE JANUARY 1, 2003.—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 begin-
ning before January 1, 2003.”".

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

‘(11) the biodiesel fuels credit determined
under section 40B(a).”.

(C) Section 6501(m), as amended by this
Act, is amended by inserting ‘‘40B(e),” after
<40(f),”.

(D) 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.”.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years beginning after December 31, 2002.

(b) REDUCTION OF MOTOR FUEL EXCISE
TAXES ON BIODIESEL V MIXTURES.—

(1) IN GENERAL.—Section 4081 (relating to
manufacturers tax on petroleum products) is
amended by adding at the end the following
new subsection:

‘(f) BIODIESEL V MIXTURES.—Under regula-
tions prescribed by the Secretary—

‘(1 IN GENERAL.—In the case of the re-
moval or entry of a qualified biodiesel mix-
ture with biodiesel V, the rate of tax under
subsection (a) shall be the otherwise applica-
ble rate reduced by the biodiesel mixture
rate (if any) applicable to the mixture.

¢“(2) TAX PRIOR TO MIXING.—

‘““(A) IN GENERAL.—In the case of the re-
moval or entry of diesel fuel for use in pro-
ducing at the time of such removal or entry
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a qualified biodiesel mixture with biodiesel
V, the rate of tax under subsection (a) shall
be the rate determined under subparagraph
(B).

‘(B) DETERMINATION OF RATE.—For pur-
poses of subparagraph (A), the rate deter-
mined under this subparagraph is the rate
determined under paragraph (1), divided by a
percentage equal to 100 percent minus the
percentage of biodiesel V which will be in
the mixture.

‘‘(3) DEFINITIONS.—For purposes of this sub-
section, any term used in this subsection
which is also used in section 40B shall have
the meaning given such term by section 40B.

‘“(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (6) and (7) of
subsection (c) shall apply for purposes of this
subsection.”.

(2) CONFORMING AMENDMENTS.—

(A) Section 4041 is amended by adding at
the end the following new subsection:

‘‘(n) BIODIESEL V MIXTURES.—Under regula-
tions prescribed by the Secretary, in the case
of the sale or use of a qualified biodiesel mix-
ture (as defined in section 40B(b)(2)) with
biodiesel V, the rates under paragraphs (1)
and (2) of subsection (a) shall be the other-
wise applicable rates, reduced by any appli-
cable biodiesel mixture rate (as defined in
section 40B(b)(1)(B)).”.

(B) Section 6427 is amended by redesig-
nating subsection (p) as subsection (q) and
by inserting after subsection (o) the fol-
lowing new subsection:

‘“(p) BIODIESEL V MIXTURES.—Except as
provided in subsection (k), if any diesel fuel
on which tax was imposed by section 4081 at
a rate not determined under section 4081(f) is
used by any person in producing a qualified
biodiesel mixture (as defined in section
40B(b)(2)) with biodiesel V 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 per gal-
lon applicable biodiesel mixture rate (as de-
fined in section 40B(b)(1)(B)) with respect to
such fuel.”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to any
fuel sold after the date of the enactment of
this Act, and before January 1, 2006.

(¢) HIGHWAY TRUST FUND HELD HARM-
LESS.—There are hereby transferred (from
time to time) from the funds of the Com-
modity Credit Corporation amounts deter-
mined by the Secretary of the Treasury to be
equivalent to the reductions that would
occur (but for this subsection) in the receipts
of the Highway Trust Fund by reason of the
amendments made by this section.

SEC. 209. CREDIT FOR TAXPAYERS OWNING COM-
MERCIAL POWER TAKEOFF VEHI-
CLES.

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

“SEC. 45N. COMMERCIAL POWER TAKEOFF VEHI-
CLES CREDIT.

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the amount of the commercial power
takeoff vehicles credit determined under this
section for the taxable year is $250 for each
qualified commercial power takeoff vehicle
owned by the taxpayer as of the close of the
calendar year in which or with which the
taxable year of the taxpayer ends.

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

‘(1) QUALIFIED COMMERCIAL POWER TAKEOFF
VEHICLE.—The term ‘qualified commercial
power takeoff vehicle’ means any highway
vehicle described in paragraph (2) which is
propelled by any fuel subject to tax under
section 4041 or 4081 if such vehicle is used in
a trade or business or for the production of
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income (and is licensed and insured for such
use).

¢(2) HIGHWAY VEHICLE DESCRIBED.—A high-
way vehicle is described in this paragraph if
such vehicle is—

‘“(A) designed to engage in the daily collec-
tion of refuse or recyclables from homes or
businesses and is equipped with a mechanism
under which the vehicle’s propulsion engine
provides the power to operate a load com-
pactor, or

‘“(B) designed to deliver ready mixed con-
crete on a daily basis and is equipped with a
mechanism under which the vehicle’s propul-
sion engine provides the power to operate a
mixer drum to agitate and mix the product
en route to the delivery site.

‘‘(c) EXCEPTION FOR VEHICLES USED BY GOV-
ERNMENTS, ETC.—No credit shall be allowed
under this section for any vehicle owned by
any person at the close of a calendar year if
such vehicle is used at any time during such
year by—

‘(1) the United States or an agency or in-
strumentality thereof, a State, a political
subdivision of a State, or an agency or in-
strumentality of one or more States or polit-
ical subdivisions, or

‘“(2) an organization exempt from tax
under section 501(a).

‘(d) DENIAL OF DOUBLE BENEFIT.—The
amount of any deduction under this subtitle
for any tax imposed by subchapter B of chap-
ter 31 or part III of subchapter A of chapter
32 for any taxable year shall be reduced (but
not below zero) by the amount of the credit
determined under this subsection for such
taxable year.

‘‘(e) TERMINATION.—This section shall not
apply with respect to any calendar year after
2004.”.

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to general business credit), as
amended by section 703, is amended by strik-
ing ‘“‘plus’” at the end of paragraph (23), by
striking the period at the end of paragraph
(24) and inserting ‘¢, plus’’, and by adding at
the end the following new paragraph:

‘“(25) the commercial power takeoff vehi-
cles credit under section 45N(a).”’.

(c) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by sec-
tion 703, is amended by adding at the end the
following new item:

‘‘Sec. 45N. Commercial power takeoff vehi-
cles credit.”.

(d) REGULATIONS.—Not later than January
1, 2005, the Secretary of the Treasury, in con-
sultation with the Secretary of Energy, shall
by regulation provide for the method of de-
termining the exemption from any excise tax
imposed under section 4041 or 4081 of the In-
ternal Revenue Code of 1986 on fuel used
through a mechanism to power equipment
attached to a highway vehicle as described in
section 45N(b)(2) of such Code, as added by
subsection (a).

(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.

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

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by 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
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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, $1,250,
and

‘(ii) in the case of a b50-percent home,
$2,000.

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

‘(i) 30-PERCENT HOME.—The term ‘30-per-
cent home’ means a qualifying new home
which is certified to have a projected level of
annual heating and cooling energy consump-
tion, 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
reference qualifying new home constructed
in accordance with the standards of chapter
4 of the 2000 International Energy Conserva-
tion Code, or a qualifying new home which is
a manufactured home which meets the appli-
cable standards of the Energy Star program
managed jointly by the Environmental Pro-
tection Agency and the Department of En-
ergy.

‘“(ii) 50-PERCENT HOME.—The term ‘50-per-
cent home’ means a qualifying new home
which is certified to have a projected level of
annual heating and cooling energy consump-
tion, measured in terms of average annual
energy cost to the homeowner, which is at
least 50 percent less than such annual level
of heating and cooling energy consumption.

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

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

‘“(A) the basis of any property referred to
in subsection (a) shall be reduced by that
portion of the basis of any property which is
attributable to the rehabilitation credit (as
determined under section 47(a)) or to the en-
ergy percentage of energy property (as deter-
mined under section 48(a)), and

‘“(B) expenditures taken into account
under either section 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 the person who con-
structed the qualifying new home, or in the
case of a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280), the manufactured home producer of
such home.

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

“(3) QUALIFYING NEW HOME.—The term
‘qualifying new home’ means a dwelling—

““(A) located in the United States,
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‘(B) the construction of which is substan-
tially completed after the date of the enact-
ment of this section, and

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

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

‘() 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, and

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

‘(6) 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).

‘“(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.

¢(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 that are equivalent in energy
performance to properties that 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 ref-
erence qualifying new home—

“(I) heated by the same energy source and
heating system type, and

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

‘‘(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—

““(A) in the case of a component-based
method, a local building regulatory author-
ity, a utility, a manufactured home produc-
tion inspection primary inspection agency
(IPIA), or a home energy rating organiza-
tion, or

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

“(3) ForM.—

‘““(A) IN GENERAL.—A certification de-
scribed in subsection (b)(1)(B) shall be made
in writing in a manner that specifies in read-
ily verifiable fashion the energy efficient
building envelope components and energy ef-
ficient heating or cooling equipment in-
stalled and their respective rated energy effi-
ciency performance, and in the case of a per-
formance-based method, accompanied by a
written analysis documenting the proper ap-
plication of a permissible energy perform-

(including sky-
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ance calculation method to the specific cir-
cumstances of such qualifying new home.

‘“(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 AFUE ratings for furnaces and boilers,
labeled HSPF ratings for electric heat
pumps, and labeled SEER ratings for air con-
ditioners.

“(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,
after examining the requirements for energy
consultants and home energy ratings pro-
viders specified by the Mortgage Industry
National Accreditation Procedures for Home
Energy Rating Systems, shall prescribe pro-
cedures for calculating annual 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

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

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

‘“‘(e) TERMINATION.—Subsection (a) shall
apply to qualifying new homes purchased
during the period beginning on the date of
the enactment of this section and ending on
December 31, 2007.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to current year business credit), as
amended by this Act, is amended by striking
“plus’ at the end of paragraph (16), by strik-
ing the period at the end of paragraph (17)
and inserting ‘¢, 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) NEwW 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 456G(a).”.

(d) LIMITATION ON CARRYBACK.—Subsection
(d) of section 39, as amended 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.—
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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.—Subsection (c) of section 196,
as amended by this Act, is amended by strik-
ing ‘“‘and” at the end of paragraph (10), by
striking the period at the end of paragraph
(11) and inserting ‘‘, and”, and by adding
after paragraph (11) the following new para-
graph:

‘“(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 taxable
years ending after the date of the enactment
of this Act.

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

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

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

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

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

‘(1 APPLICABLE AMOUNT.—The applicable
amount is—

‘“(A) $50, in the case of—

‘(i) a clothes washer which is manufac-
tured with at least a 1.26 MEF, or

‘“(ii) a refrigerator which consumes at least
10 percent less KkWh per year than the energy
conservation standards for refrigerators pro-
mulgated by the Department of Energy ef-
fective July 1, 2001, and

“(B) $100, in the case of—

‘(i) a clothes washer which is manufac-
tured with at least a 1.42 MEF (at least 1.5
MEF for washers produced after 2004), or

‘“(ii) a refrigerator which consumes at least
15 percent less KkWh per year than such en-
ergy 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
DA,

‘“(ii) clothes washers described in para-
graph (1)(B)(),

‘“(iii) refrigerators described in paragraph
(D(A)(1), and

“‘(iv) refrigerators described in paragraph
M(B)(ID).

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

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

““(B) $30,000,000 with respect to the credit
determined under subsection (b)(1)(B).

‘(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)() or (B)(i) of subsection (b)(1), or

“(B) a refrigerator described in subpara-
graph (A)(ii) or (B)(ii) of subsection (b)(1).

‘“(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.

‘“(2) AGGREGATION RULES.—AIll persons
treated as a single employer under sub-
section (a) or (b) of section 52 or subsection
(m) or (o) of section 414 shall be treated as 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
(a).
‘‘(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, 2006.”".

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

‘(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.”.

(c) CONFORMING AMENDMENT.—Section 38(b)
(relating to general business credit), as
amended by this Act, is amended by striking
“plus’ at the end of paragraph (17), by strik-
ing the period at the end of paragraph (18)
and inserting ‘‘, plus”, and by adding at the
end the following new paragraph:

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

(a) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 256B 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 sub-
section (d)(1),

‘““(B) $2,000 for property described in sub-
section (d)(2),

‘“(C) $1,000 for each kilowatt of capacity of
property described in subsection (d)(4),

‘(D) $2,000 for property described in sub-
section (d)(5), and

‘“(E) for property described in subsection
() (6)—

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

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

‘‘(iii) $250 for each advanced natural gas
furnace,

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

‘“(v) $75 for each natural gas water heater,
and

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

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

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

‘“(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)—

‘“(I) require measurements to be based on
published data which is tested by manufac-
turers at 95 degrees Fahrenheit, and
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“(IT) 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 that uses solar energy
to generate electricity for use in such a
dwelling unit.

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

‘“(4) QUALIFIED 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 such a dwelling unit.

‘“(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 such a dwelling
unit.

‘(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 furnace
which achieves at least 95 percent annual
fuel utilization efficiency (AFURE),

‘‘(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 water heater which has
an energy factor of at least 0.80 in the stand-
ard Department of Energy test procedure,
and

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

“(7T) LABOR CoOSTS.—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
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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 shall apply:

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

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

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

¢“(3) CONDOMINIUMS.—

‘““(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which 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.—HExcept
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
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any individual with respect to any dwelling
unit, there shall not be taken in to account
expenditures which are made from subsidized
energy financing (as defined in section
48(a)(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.

‘“(g) 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)”.

(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 256B”’ and inserting ‘23, 256B, 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 256B”’ and inserting ‘‘256B, and 25C”’.

(G) Section 904(h) is amended by striking
‘“‘and 256B”’ and inserting ‘‘25B, and 25C”’.

(H) Section 1400C(d) is amended by striking
“‘and 256B’’ and inserting ‘‘256B, 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 ‘¢, 25Cs,”” after ‘‘sec-
tions 23”.

(3) Subsection (a) of section 1016, as amend-
ed 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 in-
serting ¢, 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 256B the following new item:

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

(d) EFFECTIVE DATES.—

March 11, 2003

(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.—Subparagraph (A) of sec-
tion 48(a)(3) (defining 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:

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

(b) QUALIFIED FUEL CELL PROPERTY; QUALI-
FIED MICROTURBINE PROPERTY.—Subsection
(a) of section 48 is amended by redesignating
paragraphs (4) and (5) as paragraphs (5) and
(6), respectively, and by inserting after para-
graph (3) the following new paragraph:

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

“(A) QUALIFIED FUEL CELL PROPERTY.—

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

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

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

‘“(ii) LIMITATION.—In the case of qualified
fuel cell property placed in service during
the taxable year, the credit determined
under paragraph (1) for such year with re-
spect to such property shall not exceed an
amount equal to the lesser of—

““(I) 30 percent of the basis of such prop-
erty, or

“(II) $500 for each 0.5 kilowatt of capacity
of such property.

“(iii) 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 that converts a fuel into electricity
using electrochemical means.

‘(iv) TERMINATION.—Such term 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 has an elec-
tricity-only generation efficiency not less
than 26 percent at International Standard
Organization conditions.

‘‘(ii) LIMITATION.—In the case of qualified
microturbine property placed in service dur-
ing the taxable year, the credit determined
under paragraph (1) for such year with re-
spect to such property shall not exceed an
amount equal to the lesser of—

““(I) 10 percent of the basis of such prop-
erty, or

““(IT) $200 for each kilowatt of capacity of
such property.

‘(iii) STATIONARY MICROTURBINE POWER
PLANT.—The term ‘stationary microturbine
power plant means a system comprising of a
rotary engine which is actuated by the aero-
dynamic reaction or impulse or both on ra-
dial or axial curved full-circumferential-ad-
mission airfoils on a central axial rotating
spindle. Such system—

“(I) commonly includes an air compressor,
combustor, gas pathways which lead com-
pressed air to the combustor and which lead
hot combusted gases from the combustor to
1 or more rotating turbine spools, which in
turn drive the compressor and power output
shaft,
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(I includes a fuel compressor,
recuperator/regenerator, generator or alter-
nator, integrated combined cycle equipment,
cooling-heating-and-power equipment, sound
attenuation apparatus, and power condi-
tioning equipment, and

“(ITI) 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.—Such term shall not
include any property placed in service after
December 31, 2006.".

(c) LIMITATION.—Section 48(a)(2)(A) (relat-
ing 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)(1)(IIT) 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 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. 305. ENERGY EFFICIENT COMMERCIAL
BUILDINGS DEDUCTION.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 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 an
amount equal to the energy efficient com-
mercial building property expenditures made
by a taxpayer for the taxable year.

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

(1) $2.25, and

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

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

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

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

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

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

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

Such property includes all residential rental
property, including low-rise multifamily
structures and single family housing prop-
erty which is not within the scope of Stand-
ard 90.1-1999 (described in paragraph (2)).
Such term includes expenditures for labor
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costs properly allocable to the onsite prepa-
ration, assembly, or original installation of
the property.

¢(2) ENERGY EFFICIENT COMMERCIAL BUILD-
ING PROPERTY.—For purposes of paragraph
H—

‘“(A) IN GENERAL.—The term ‘energy effi-
cient commercial building property’ means
any property which reduces total annual en-
ergy and power costs with respect to the
lighting, heating, cooling, ventilation, and
hot water supply systems of the building by
50 percent or more in comparison to a ref-
erence building which meets the require-
ments of Standard 90.1-1999 of the American
Society of Heating, Refrigerating, and Air
Conditioning Engineers and the Illuminating
Engineering Society of North America using
methods of calculation under subparagraph
(B) and certified by qualified professionals as
provided under paragraph (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 consumption
and cost, taking into consideration the pro-
visions of the 2001 California Nonresidential
Alternative Calculation Method Approval
Manual. These regulations shall meet the
following requirements:

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

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

‘“(I) the expenses taken into account under
paragraph (1) shall not occur until the date
designs for all energy-using systems of the
building are completed,

‘“(IT) the energy performance of all systems
and components not yet designed shall be as-
sumed to comply minimally with the re-
quirements of such Standard 90.1-1999, or

‘“(III) the expenses taken into account
under paragraph (1) shall be a fraction of
such expenses based on the performance of
less than all energy-using systems in accord-
ance with clause (iii).

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

‘“(iv) The calculational methods under this
subparagraph need not comply fully with
section 11 of such Standard 90.1-1999.

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

“(vi) The calculational methods shall pro-
vide appropriate calculated energy savings
for design methods and technologies not oth-
erwise credited in either such Standard 90.1-
1999 or in the 2001 California Nonresidential
Alternative Calculation Method Approval
Manual, including the following:

‘“(I) Natural ventilation.

‘“(IT) Evaporative cooling.
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“(III) Automatic lighting controls such as
occupancy sensors, photocells, and time-
clocks.

“(IV) Daylighting.

(V) Designs utilizing semi-conditioned
spaces that maintain adequate comfort con-
ditions without air conditioning or without
heating.

“(VI) Improved fan system efficiency, in-
cluding reductions in static pressure.

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

‘“(VIII) The calculational methods may
take into account the extent of commis-
sioning in the building, and allow the tax-
payer to take into account measured per-
formance that exceeds typical performance.

¢(C) COMPUTER SOFTWARE.—

‘(i) IN GENERAL.—Any calculation under
this paragraph shall be prepared by qualified
computer software.

‘“(ii) 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 consumption and costs as
required by the Secretary,

‘“(IT) 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 subsection, and

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

‘‘(4) NOTICE TO OWNER.—The qualified indi-
vidual shall provide an explanation to the
owner of the building regarding the energy
efficiency features of the building and its
projected annual energy costs as provided in
the notice under paragraph (2)(C)(ii)(III).

*“(5) CERTIFICATION.—

‘““(A) IN GENERAL.—Except as provided in
this paragraph, the Secretary shall prescribe
procedures for the inspection and testing for
compliance of buildings that are comparable,
given the difference between commercial and
residential buildings, to the requirements in
the Mortgage Industry National Accredita-
tion Procedures for Home Energy Rating
Systems.

‘“‘(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 Ratings Systems Organization, a
local building code agency, a State or local
energy office, a utility, or any other organi-
zation which meets the requirements pre-
scribed under this section.

‘“(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.

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

‘“(f) 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.

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

‘(1) the plans for which are not certified
under subsection (d)(6) on or before Decem-
ber 31, 2007, and

‘“(2) the construction of which is not com-
pleted 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 in section
179B(e).”.

(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:

“(I) 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. ALLOWANCE OF DEDUCTION FOR
QUALIFIED NEW OR RETROFITTED
ENERGY MANAGEMENT DEVICES.

(a) 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 QUALIFIED NEW OR
RETROFITTED ENERGY MANAGE-
MENT DEVICES.

‘“(a) ALLOWANCE OF DEDUCTION.—In the
case of a taxpayer who is a supplier of elec-
tric energy or natural gas or a provider of
electric energy or natural gas services, there
shall be allowed as a deduction an amount
equal to the cost of each qualified energy
management device placed in service during
the taxable year.

“(b) MAXIMUM DEDUCTION.—The deduction
allowed by this section with respect to each
qualified energy management device shall
not exceed $30.

‘(c) QUALIFIED ENERGY MANAGEMENT DE-
VICE.—The term ‘qualified energy manage-
ment device’ means any tangible property to
which section 168 applies if such property is
a meter or metering device—

‘(1) which is acquired and used by the tax-
payer to enable consumers to manage their
purchase or use of electricity or natural gas
in response to energy price and usage sig-
nals, and
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‘(2) which permits reading of energy price
and usage signals on at least a daily basis.

“(d) PROPERTY USED OUTSIDE THE UNITED
STATES NOT QUALIFIED.—No deduction shall
be allowed under subsection (a) with respect
to property which is used predominantly
outside the United States or with respect to
the portion of the cost of any property taken
into account under section 179.

““(e) BASIS REDUCTION.—

‘(1) IN GENERAL.—For purposes of this
title, the basis of any property shall be re-
duced by the amount of the deduction with
respect to such property which is allowed by
subsection (a).

‘(2) ORDINARY INCOME RECAPTURE.—For
purposes of section 1245, the amount of the
deduction allowable under subsection (a)
with respect to any property that is of a
character subject to the allowance for depre-
ciation shall be treated as a deduction al-
lowed for depreciation under section 167.”’.

(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
(I) the following new subparagraph:

‘“(J) expenditures for which a deduction is
allowed under section 179C.”".

(2) 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”’.

(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”’,
and by adding at the end the following new
paragraph:

‘“(833) to the extent provided in section
179C(e)(1).”.

(4) 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).

(5) The table of contents 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 179B
the following new item:

‘“Sec. 179C. Deduction for qualified new or
retrofitted energy management
devices.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to qualified
energy management devices placed in service
after the date of the enactment of this Act,
in taxable years ending after such date.

SEC. 307. THREE-YEAR APPLICABLE RECOVERY
PERIOD FOR DEPRECIATION OF
QUALIFIED ENERGY MANAGEMENT
DEVICES.

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

‘“(iv) any 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.—The term ‘qualified energy manage-
ment device’ means any qualified energy
management device as defined in section
179C(c) which is placed in service by a tax-
payer who is a supplier of electric energy or
natural gas or a provider of electric energy
or natural gas services.”’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to property
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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.—Subparagraph (A) of sec-
tion 48(a)(3) (defining 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.—Subsection (a) of section 48, as
amended by this Act, is amended by redesig-
nating paragraphs (5) and (6) as paragraphs
(6) and (7), respectively, and by inserting
after paragraph (4) the following new para-
graph:

‘“(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),

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

‘‘(iii) which produces—

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

“(II) 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 after the
date of the enactment of this paragraph, and
before January 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—

‘“(I) 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

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

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

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

“(iv) 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 the sub-
section if, with respect to such property, the
taxpayer uses a normalization method of ac-
counting.
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‘“(II) 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 (iii) and
(iv) thereof.

¢“(C) EXTENSION OF DEPRECIATION RECOVERY
PERIOD.—If a taxpayer is allowed credit
under this section for combined heat and
power system property and such property
would (but for this subparagraph) have 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) No CARRYBACK OF ENERGY CREDIT BE-
FORE EFFECTIVE DATE.—Subsection (d) of
section 39, as amended by this Act, is amend-
ed 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)(1)(III), 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 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. 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) LIMITATIONS.—

‘(1) MAXIMUM CREDIT.—The credit allowed
by this section with respect to a dwelling
shall not exceed $300.

‘“(2) PRIOR CREDIT AMOUNTS FOR TAXPAYER
ON SAME DWELLING TAKEN INTO ACCOUNT.—If a
credit was allowed to the taxpayer under
subsection (a) with respect to a dwelling in 1
or more prior taxable years, the amount of
the credit otherwise allowable for the tax-
able year with respect to that dwelling shall
not exceed the amount of $300 reduced by the
sum of the credits allowed under subsection
(a) to the taxpayer with respect to the dwell-
ing for all prior taxable years.

¢(c) CARRYFORWARD OF UNUSED CREDIT.—If
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a)
for such taxable year reduced by the sum of
the credits allowable under this subpart
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(other than this section) for any 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, any en-
ergy efficient building envelope component
which is described in subsection (f)(4)(B) and
is certified by the Energy Star program man-
aged jointly by the Environmental Protec-
tion Agency and the Department of Energy,
or any combination of energy efficiency
measures which are certified as achieving at
least a 30 percent reduction in heating and
cooling energy usage for the dwelling (as
measured in terms of energy cost to the tax-
payer), if—

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

“(A) located in the United States, and

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

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

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

‘‘(e) CERTIFICATION.—

‘(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—

“(I) 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

‘“(IT) accompanied by a written analysis
documenting the proper application of a per-
missible energy performance calculation
method to the specific circumstances of such
dwelling.

‘‘(i1) 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 production inspec-
tion primary inspection agency (IPIA), or a
home energy rating organization, 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
fashion the energy efficient components and
other measures and their respective effi-
ciency ratings, and which include a perma-
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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 Accreditation Procedures
for Home Energy Rating Systems, shall pre-
scribe procedures for calculating annual en-
ergy usage and cost reductions for heating
and cooling and for the reporting of the re-
sults. Such regulations shall—

‘(i) provide that any calculation proce-
dures be fuel neutral such that the same en-
ergy efficiency measures allow a 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

‘(i) require that any computer software
allow for the printing of the Federal tax
forms necessary for the credit under this sec-
tion and for the printing of forms for disclo-
sure to the 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 Accredita-
tion Procedures for Home Energy Rating
Systems.

““(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 shall apply:

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

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

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

¢“(3) CONDOMINIUMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual who is a member of a condominium
management association with respect to a
condominium which 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
528(c) (other than subparagraph (E) thereof)
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with respect to a condominium project sub-
stantially all of the units of which are used
as residences.

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

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

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

*(C) exterior doors.

¢“(6) MANUFACTURED HOMES INCLUDED.—For
purposes of this section, the term ‘dwelling’
includes a manufactured home which con-
forms to Federal Manufactured Home Con-
struction and Safety Standards (24 C.F.R.
3280).

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

“(h) APPLICATION OF SECTION.—Subsection
(a) shall apply to qualified energy efficiency
improvements installed during the period be-
ginning on the date of the enactment of this
section and ending on 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
(@3

(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
¢26C,”.

(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"’.

(¢) 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 *‘, 26D,” 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) Subsection (a) of section 1016, as amend-
ed 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 in-
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serting ‘‘; and”’, and by adding at the end the
following new paragraph:

‘“(34) to the extent provided in section
256D(f), in the case of amounts with respect to
which a credit has been allowed under sec-
tion 256D.”".

(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 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. 310. ALLOWANCE OF DEDUCTION FOR
QUALIFIED NEW OR RETROFITTED
WATER SUBMETERING DEVICES.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 (relating to itemized deductions
for individuals and corporations), as amend-
ed by section 503, is amended by inserting
after section 179D the following new section:
“SEC. 179E. DEDUCTION FOR QUALIFIED NEW OR

RETROFITTED WATER SUB-
METERING DEVICES.

‘“(a) ALLOWANCE OF DEDUCTION.—In the
case of a taxpayer who is an eligible resup-
plier, there shall be allowed as a deduction
an amount equal to the cost of each qualified
water submetering device placed in service
during the taxable year.

“(b) MAXIMUM DEDUCTION.—The deduction
allowed by this section with respect to each
qualified water submetering device shall not
exceed $30.

‘‘(c) ELIGIBLE RESUPPLIER.—For purposes
of this section, the term ‘eligible resupplier’
means any taxpayer who purchases and in-
stalls qualified water submetering devices in
every unit in any multi-unit property.

“(d) QUALIFIED WATER SUBMETERING DE-
VICE.—The term ‘qualified water sub-
metering device’ means any tangible prop-
erty to which section 168 applies if such
property is a submetering device (including
ancillary equipment)—

‘(1) which is purchased and installed by
the taxpayer to enable consumers to manage
their purchase or use of water in response to
water price and usage signals, and

‘“(2) which permits reading of water price
and usage signals on at least a daily basis.

‘“(e) PROPERTY USED OUTSIDE THE UNITED
STATES NOT QUALIFIED.—No deduction shall
be allowed under subsection (a) with respect
to property which is used predominantly
outside the United States or with respect to
the portion of the cost of any property taken
into account under section 179.

““(f) BASIS REDUCTION.—

‘(1) IN GENERAL.—For purposes of this
title, the basis of any property shall be re-
duced by the amount of the deduction with
respect to such property which is allowed by
subsection (a).

‘(2) ORDINARY INCOME RECAPTURE.—For
purposes of section 1245, the amount of the
deduction allowable under subsection (a)
with respect to any property that is of a
character subject to the allowance for depre-
ciation shall be treated as a deduction al-
lowed for depreciation under section 167.

‘“(g) TERMINATION.—This section shall not
apply to any property placed in service after
December 31, 2007.”".
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(b) CONFORMING AMENDMENTS.—

(1) Section 263(a)(1), as amended by section
503, is amended by striking ‘‘or”’ at the end
of subparagraph (J), by striking the period at
the end of subparagraph (K) and inserting ‘‘,
or”’, and by inserting after subparagraph (K)
the following new subparagraph:

‘(L) expenditures for which a deduction is
allowed under section 179E.”".

(2) Section 312(k)(3)(B), as amended by sec-
tion 503, is amended by striking ‘‘or 179D’
each place it appears in the heading and text
and inserting ¢, 179D, or 179E”".

(3) Section 1016(a), as amended by section
503, is amended by striking ‘‘and’ at the end
of paragraph (34), by striking the period at
the end of paragraph (35) and inserting °,
and”’, and by adding at the end the following
new paragraph:

‘“(36) to the extent provided in section
179E(£)(1).”.

(4) Section 1245(a), as amended by section
503, is amended by inserting ‘179E,” after
“179D,” both places it appears in paragraphs
(2)(C) and (3)(C).

() The table of contents for subpart B of
part IV of subchapter A of chapter 1, as
amended by section 503, is amended by in-
serting after the item relating to section
179D the following new item:

“Sec. 17T9E. Deduction for qualified new or
retrofitted water submetering
devices.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to qualified
water submetering devices placed in service
after the date of the enactment of this Act,
in taxable years ending after such date.

SEC. 311. THREE-YEAR APPLICABLE RECOVERY
PERIOD FOR DEPRECIATION OF
QUALIFIED WATER SUBMETERING
DEVICES.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 168(e)(3) (relating to classification of
property), as amended by this Act, is amend-
ed by striking ‘“‘and” at the end of clause
(iii), by striking the period at the end of
clause (iv) and inserting ‘‘, and”’, and by add-
ing 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.—The term ‘qualified water sub-
metering device’ means any qualified water
submetering device (as defined in section
179E(d)) which is placed in service before
January 1, 2008, by a taxpayer who is an eli-

gible resupplier (as defined in section
179E(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.
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
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production credit of any taxpayer for any
taxable year is equal to the product of—

‘(1) the applicable amount of clean coal
technology production credit, multiplied by

‘(2) the applicable percentage of the kilo-
watt hours of electricity produced by the
taxpayer during such taxable year at a quali-
fying clean coal technology unit, but only if
such production occurs during the 10-year
period beginning on the date the unit was re-
turned to service after becoming a qualifying
clean coal technology 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—

‘(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 was a coal-based electricity gener-
ating steam generator-turbine unit which
was not a clean coal technology unit,

‘(B) has a nameplate capacity rating of
not more than 300,000 kilowatts,

“(C) 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,

‘(D) 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

‘““(E) 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—
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‘“(I) subparagraph (B), or

‘(IT) 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—

‘(1) 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,

‘“(ii) in the case of nitrogen oxide emis-
sions—

‘“(I) 0.1 pound per million Btu of heat input
if the unit is not a cyclone-fired boiler, and

‘“(IT) 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 output from such unit (determined
without regard to such unit’s co-generation
of steam),

‘“(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}], and

‘“(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.

‘“(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.

“(T) 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 the
most recent revision of the implicit price
deflator for the gross domestic product as
computed by the Department of Commerce
before March 15 of the calendar year.

‘(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 sub-
section (d)(1)(E), the national megawatt ca-
pacity limitation for qualifying clean coal
technology units is 4,000 megawatts.

¢(2) ALLOCATION OF LIMITATION.—The Sec-
retary shall allocate the national megawatt
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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 combined megawatt
capacity allocated to all such units under
this subsection when all such units are
placed in service during the 10-year period
described in subsection (d)(1)(C), does not ex-
ceed 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
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 that
have a definite and credible plan for placing
into commercial operation a qualifying clean
coal technology unit, including—

“(I) a site,

‘“(IT) contractual commitments for pro-
curement and construction or, in the case of
regulated utilities, the agreement of the
State utility commission,

“4(I11) filings for
preconstruction approvals,

“(IV) 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 that be-
come unlikely to meet the necessary condi-
tions 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), 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
45I(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 45 CREDIT
BEFORE EFFECTIVE DATE.—No 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

all necessary
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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
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)(E)T) 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

‘(ii) which is acquired through purchase
(as defined by section 179(d)(2)),

‘(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,
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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.

“(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,

‘“(ii) 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 8,350 (8,750 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 (8,750 in the case of units placed in
service before 2009, and 8,350 in the case of
units placed in service after 2008 and before
2013).

‘(49) 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 (8,750 in the case of units placed in
service before 2009, and 8,350 in the case of
units placed in service after 2008 and before
2013), and
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“(C) has a net thermal efficiency (HHV)
using coal with fuel or chemical co-produc-
tion of not less than 43.9 percent (39 percent
in the case of units placed in service before
2009, and 40.9 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 RATE REQUIRE-
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 Kkilowatt
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.

“(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.—Any term used
in this section which is also used in section
451 shall have the meaning given such term
in section 45I.

“(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
1,000 megawatts in the case of units placed in
service before 2009 and not more than 1,500
megawatts in the case of units placed in
service after 2008 and before 2013), 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 45J,

‘(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),
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‘(D) to carry out the purposes described in
subparagraphs (D), (E), and (F) of section
45I(e)(3), and

‘“‘(BE) 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
paragraph (3)(C), 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.

“(g) QUALIFIED INVESTMENT.—For purposes
of subsection (a), the term ‘qualified invest-
ment’ means, with respect to any taxable
year, the basis of a qualifying advanced
clean coal technology unit placed in service
by the taxpayer during such taxable year (in
the case of a unit described in subsection
(b)(1)(A)(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-
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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.—An election under this sub-
section may be made at such time and in
such manner as the Secretary may by regu-
lations prescribe. Such an election shall
apply to the taxable year for which made and
to all subsequent taxable years. Such an
election, once made, may not be revoked ex-
cept with the consent of the Secretary.

(1) 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
reason of section 48A, the following shall
apply:

‘‘(A) GENERAL RULE.—In lieu of the amount
of the increase in tax under paragraph (1),
the increase in tax shall be an amount equal
to the investment tax credit allowed under
section 38 for all prior taxable years with re-
spect to a qualifying advanced clean coal
technology unit (as defined by section
48A(b)(1)) multiplied by a fraction whose nu-
merator is the number of years remaining to
fully depreciate under this title the quali-
fying advanced clean coal technology unit
disposed of, and whose denominator is the
total number of years over which such unit
would otherwise have been subject to depre-
ciation. For purposes of the preceding sen-
tence, the year of disposition of the quali-
fying advanced clean coal technology unit
shall be treated as a year of remaining depre-
ciation.

‘“(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
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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:

“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 during the 10-year period be-
ginning on the date the unit was originally
placed in service (or returned to service after
becoming a qualifying advanced clean coal
technology unit).

“‘(b) APPLICABLE AMOUNT.—For purposes of
this section, the applicable amount of ad-
vanced clean coal technology production
credit with respect to production from a
qualifying advanced clean coal technology
unit shall be determined as follows:

‘(1) Where the qualifying advanced clean
coal technology unit is producing electricity
only:

““(A) In the case of a unit originally placed
in service before 2009, if—

The applicable amount is:

“The design net heat

rate is: For st §

years of
such service

For 2d 5
years of
such service

Not more than 8,400 .... $.0060 $.0038

More than 8,400 but not $.0025 $.0010
more than 8,550.

More than 8,550 but $.0010 $.0010.

less than 8,750.

‘“(B) In the case of a unit originally placed
in service after 2008 and before 2013, if—

The applicable amount is:

“The design net heat

rate is: For Ist 5

years of
such service

For2d 5
years of
such service

$.0105
$.0085

$.0090
$.0068

Not more than 7,770 ....
More than 7,770 but not
more than 8,125.
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The applicable amount is:

“The desigq net heat

rate is: For 1st 5

years of
such service

For 2d 5
years of
such service

More than 8,125 but
less than 8,350.

$.0075 $.0055.

“(C) In the case of a unit originally placed
in service after 2012 and before 2017, if—

The applicable amount is:

““The design net heat

rate is: For 1st 5

years of
such service

For 2d 5
years of
such service

Not more than 7,380 ....
More than 7,380 but not
more than 7,720.

$.0140
$.0120

$.0115
$.0090.

‘“(2) Where the qualifying advanced clean
coal technology unit is producing fuel or
chemicals:

‘“(A) In the case of a unit originally placed
in service before 2009, if—

The applicable amount is:
“The unit design net

thermal efficiency For 1st 5 For 2d 5
(HHV) is: years of years of
such service such service

Not less than 40.6 per- $.0060 $.0038
cent.

Less than 40.6 but not $.0025 $.0010
less than 40 percent.

Less than 40 but not $.0010 $.0010.

less than 39 percent.

“(B) In the case of a unit originally placed
in service after 2008 and before 2013, if—

The applicable amount is:

“The unit design net

thermal efficiency For 1st 5 For 2d 5
(HHV) is: years of years of
such service such service

Not less than 43.6 per- $.0105 $.0090
cent.

Less than 43.6 but not $.0085 $.0068
less than 42 percent.

Less than 42 but not $.0075 $.0055.

less than 40.9 percent.

‘(C) In the case of a unit originally placed
in service after 2012 and before 2017, if—

The applicable amount is:

“The unit design net

thermal efficiency For 1st 5 For 2d 5
(HHV) is: years of years of
such service such service
Not less than 44.2 per- $.0140 $.0115
cent.
Less than 44.2 but not $.0120 $.0090.

less than 43.9 percent.

‘‘(c) INFLATION ADJUSTMENT.—For calendar
years after 2004, each amount in paragraphs
(1) and (2) of subsection (b) shall be adjusted
by multiplying such amount by the inflation
adjustment factor for the calendar 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 multiple of
0.01 cent.

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

‘(1) IN GENERAL.—Any term used in this
section which is also used in section 451 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), as amended by this Act, is
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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 45J(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:

‘“(18) NO CARRYBACK OF SECTION 45J 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 45J 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 45I, as added by
this Act, is amended by adding at the end
the following new subsection:

“(fy TREATMENT OF PERSON NOT ABLE TO
USE ENTIRE CREDIT.—

(1) ALLOWANCE OF CREDITS.—

‘“(A) IN GENERAL.—Any credit allowable
under this section, section 45J, 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),

‘“(ii) 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.
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‘“(B) REGULATIONS.—The Secretary shall
prescribe such regulations as necessary to
insure 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
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 I 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 156d(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.

‘“(6) 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, sales among
and between persons described in clauses (i),
(ii), (ii), (iv), and (v) of paragraph (1)(A)
shall be treated as sales 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 credit oil production and
the qualified natural gas production which is
attributable to the taxpayer.
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‘‘(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
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 (80.33 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.—In the case
of any taxable year beginning in a calendar
year after 2003, each of the dollar amounts
contained in subparagraph (A) shall be in-
creased to an amount equal to such dollar
amount multiplied by the inflation adjust-
ment factor for such calendar year (deter-
mined under section 43(b)(3)(B) by sub-
stituting ‘2002’ for ‘1990°).

‘(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

‘(i) 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
natural gas which is produced from a quali-
fied 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.

“(ii) 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) DEFINITIONS.—

““(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—

‘“(I) has average daily production of not
more than 25 barrel equivalents, and

“(ITI) produces water at a rate not less than
95 percent of total well effluent.

‘(B) CRUDE OIL, ETC.—The terms
oil’, ‘natural gas’, ‘domestic’, and

‘crude
‘barrel’
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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) OTHER RULES.—

‘(1) PRODUCTION ATTRIBUTABLE TO THE TAX-
PAYER.—In the case of a qualified marginal
well in which there is more than one owner
of operating interests in the well and the
crude oil or natural gas production exceeds
the limitation under subsection (c¢)(2), quali-
fying crude oil production or qualifying nat-
ural gas production attributable to the tax-
payer shall be determined on the basis of the
ratio which taxpayer’s revenue interest in
the production bears to the aggregate of the
revenue interests of all operating interest
owners in the production.

¢(2) OPERATING INTEREST REQUIRED.—ANYy
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.

‘(4) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of subsection (¢)(3)(A), a
marginal well which is not in compliance
with the applicable State and Federal pollu-
tion prevention, control, and permit require-
ments for any period of time shall not be
considered to be a qualified marginal well
during such period.”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b), 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:

‘4(22) the marginal oil and gas well produc-
tion credit determined wunder section
45K (a).”.

(c) No CARRYBACK OF MARGINAL OIL AND
GAS WELL PRODUCTION CREDIT BEFORE EF-
FECTIVE DATE.—Subsection (d) of section 39,
as amended by this Act, is amended by add-
ing 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) is amended by striking ‘‘There”
and inserting ‘‘At the election of the tax-
payer, 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.”’.

(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.—Subparagraph (C) of sec-
tion 168(e)(3) (relating to classification of
certain 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:
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‘‘(ii) any natural gas gathering line, and”.

(b) NATURAL GAS GATHERING LINE.—Sub-
section (i) of section 168, as amended by this
Act, is amended by adding at the end the fol-
lowing new paragraph:

‘“(16) NATURAL GAS GATHERING LINE.—The
term ‘natural gas gathering line’ means—

‘“(A) the pipe, equipment, and appur-
tenances determined to be a gathering line
by the Federal Energy Regulatory Commis-
sion, or

‘““(B) 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,

‘‘(ii) 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 intra-
state transmission pipeline, or

‘‘(iv) a direct interconnection with a local
distribution company, a gas storage facility,
or an industrial consumer.’’.

(c) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) is amended by
inserting after the item relating to subpara-
graph (C)(i) the following new item:
<(C)(1) 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.

(a) 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 179C the following new section:

“SEC. 179D. 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.

‘‘(ii) REDUCED PERCENTAGE.—In the case of
a small business refiner with average daily
refinery runs for the period described in sub-
section (b)(2) in excess of 155,000 barrels, the
percentage described in clause (i) shall be re-
duced (not below zero) by the product of such
percentage (before the application of this
clause) and the ratio of such excess to 50,000
barrels.

‘‘(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
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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,
which, within the refinery operations of the
business, employs not more than 1,500 em-
ployees on any day during such taxable year
and whose average daily refinery run for the
1-year period ending on the date of the en-
actment 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), (¢), (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 (I), by striking the period at
the end of subparagraph (J) and inserting °,
or”’, and by inserting after subparagraph (J)
the following new subparagraph:

“(K) expenditures for which a deduction is
allowed under section 179D.”".

(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 179C*’ each
place it appears in the heading and text and
inserting ‘¢, 179C, or 179D”".

(4) Section 1016(a), as amended by this Act,
is amended by striking ‘‘and” at the end of
paragraph (33), by striking the period at the
end of paragraph (34) and inserting ‘‘, and”’,
and by adding at the end the following new
paragraph:

‘(35) to the extent provided in section
179D(d).”.

(5) Section 1245(a), as amended by this Act,
is amended by inserting ‘179D,” after
“179C,” 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 section
179C the following new item:

“Sec. 179D. Deduction for capital costs in-
curred in complying with Envi-
ronmental Protection Agency
sulfur regulations.”.

(c) EFFECTIVE DATE.—The amendment
made by this section shall apply to expenses
paid or incurred after the date of the enact-
ment of this Act, in taxable years ending
after such date.

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.

‘‘(a) 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 15 parts per million or
less sulfur diesel produced at a facility by
such small business refiner during such tax-
able year.

“(b) MAXIMUM CREDIT.—

‘(1) IN GENERAL.—For any small business
refiner, the aggregate amount determined
under subsection (a) for any taxable year
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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) 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
179D(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
179D.

‘“(2) APPLICABLE PERIOD.—The term ‘appli-
cable period’ means, with respect to any fa-
cility, the period beginning on the day after
the date which is 1 year 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 respect to
such facility.

“(3) 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 the environ-
mental tax credit is allowed with respect to
qualified capital costs paid or incurred with
respect to a facility, the small business re-
finer shall obtain a certification from the
Secretary, in consultation with the Adminis-
trator of the Environmental Protection
Agency, that the taxpayer’s qualified capital
costs with respect to such facility will result
in compliance with the applicable EPA regu-
lations.

‘“(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.—Any 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.

‘(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 re-
view period described in paragraph (3) ends,
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), (¢), (m), or (0)
of section 414 shall be treated as a single em-
ployer.

““(f) COOPERATIVE ORGANIZATIONS.—
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‘(1) APPORTIONMENT OF CREDIT.—In the
case of a cooperative organization described
in section 1381(a), any portion of the credit
determined under subsection (a) of this sec-
tion, for the taxable year may, at the elec-
tion of the organization, be apportioned
among patrons eligible to share in patronage
dividends on the basis of the quantity or
value of business done with or for such pa-
trons for the taxable year. Such an election
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.”.

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38
(relating to general business credit), as
amended by this Act, is amended by striking
“plus’ at the end of paragraph (21), by strik-
ing the period at the end of paragraph (22)
and inserting ¢, 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 45Li(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 after subsection
(d) the following new subsection:

‘‘(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 45Li(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) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid or incurred after the date of the enact-
ment of this Act, 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 certain refiners ex-
cluded) 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 beginning after the date of the enact-
ment of this Act.
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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
2007,

SEC. 507. AMORTIZATION OF GEOLOGICAL AND
GEOPHYSICAL EXPENDITURES.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1, as amended by this Act, is
amended by adding at the end the following
new section:

“SEC. 199. AMORTIZATION OF GEOLOGICAL AND
GEOPHYSICAL EXPENDITURES FOR
DOMESTIC OIL AND GAS WELLS.

“A taxpayer shall be entitled to an amorti-
zation deduction with respect to any geologi-
cal and geophysical expenses incurred in
connection with the exploration for, or de-
velopment of, oil or gas within the United
States (as defined in section 638) based on a
period of 24 months beginning with the
month in which such expenses were in-
curred.”.

(b) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1, as amended by this Act, is amended by
adding at the end the following new item:
“Sec. 199. Amortization of geological and

geophysical expenditures for
domestic oil and gas wells.”’.

(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. 508. AMORTIZATION OF DELAY RENTAL PAY-

MENTS.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1, as amended by this Act, is
amended by adding at the end the following
new section:

“SEC. 199A. AMORTIZATION OF DELAY RENTAL
PAYMENTS FOR DOMESTIC OIL AND
GAS WELLS.

‘‘(a) IN GENERAL.—A taxpayer shall be enti-
tled to an amortization deduction with re-
spect to any delay rental payments incurred
in connection with the development of oil or
gas within the United States (as defined in
section 638) based on a period of 24 months
beginning with the month in which such pay-
ments were incurred.”.

‘“(b) DELAY RENTAL PAYMENTS.—For pur-
poses of this section, 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) CLERICAL AMENDMENT.—The table of
sections for part VI of subchapter B of chap-
ter 1, as amended by this Act, is amended by
adding at the end the following new item:

“Sec. 199A. Amortization of delay rental
payments for domestic oil and
gas wells.””.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred in taxable years beginning
after the date of the enactment of this Act.
SEC. 509. STUDY OF COAL BED METHANE.

(a) IN GENERAL.—The Secretary of the
Treasury shall study the effect of section 29
of the Internal Revenue Code of 1986 on the
production of coal bed methane.

(b) CONTENTS OF STUDY.—The study under
subsection (a) 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 coal bed methane since
the date of the enactment of such section 29.
Such study shall report the annual value of
such credits allowable for coal bed methane
compared to the average annual wellhead
price of natural gas (per thousand cubic feet
of natural gas). Such study shall also esti-
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mate the incremental increase in production
of coal bed methane that 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 coal bed methane
produced annually and in the aggregate since
such enactment.
SEC. 510. EXTENSION AND MODIFICATION OF
CREDIT FOR PRODUCING FUEL
FROM A NONCONVENTIONAL
SOURCE.

(a) IN GENERAL.—Section 29 is amended by
adding at the end the following new sub-
section:

““(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, 2005,
notwithstanding subsection (f), this section
shall apply with respect to such fuels pro-
duced at such well or facility not later than
the close of the 3-year period beginning on
the date that such well is drilled or such fa-
cility is placed in service.

““(2) 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 not later than 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 that results
in—

‘“(I) a qualified emission reduction, and

“(II) 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.

““(iii) 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.

“(i1i) QUALIFYING ADVANCED CLEAN COAL
TECHNOLOGY FACILITIES EXCLUDED.—A facility
described in this subparagraph shall not in-
clude a qualifying advanced clean coal tech-
nology facility (as defined in section 48A(Db)).

¢“(3) WELLS PRODUCING VISCOUS OIL.—

‘“(A) IN GENERAL.—In 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, 2005,
this section shall apply with respect to fuel
produced at such well not later than the
close of the 3-year period beginning on the
date such well is placed in service.

‘“(B) Viscous oiL.—The term ‘‘viscous oil’
means heavy oil, as defined in section
613A(c)(6), except that—
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‘(1) ‘22 degrees’ shall be substituted for ‘20
degrees’ in applying subparagraph (F') there-
of, and

‘(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)(1)(B)(i) 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) COALMINE METHANE GAS.—

‘“(A) IN GENERAL.—This section shall apply
to coalmine methane gas—

‘‘(i) captured or extracted by the taxpayer
after the date of the enactment of this sub-
section and before January 1, 2005, and

‘“(ii) utilized as a fuel source or sold by or
on behalf of the taxpayer to an unrelated
person after the date of the enactment of
this subsection and before January 1, 2005.

‘“‘(B) COALMINE METHANE GAS.—For pur-
poses of this paragraph, the term ‘coalmine
methane gas’ means any methane gas which
is—

‘(i) liberated during qualified coal mining
operations, or

‘“(ii) extracted up to 5 years in advance of
qualified 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 methane gas
which is captured in advance of qualified
coal mining operations, the credit under sub-
section (a) shall be allowed only after the
date the coal extraction occurs in the imme-
diate area where the coalmine methane gas
was removed.

‘(D) NONCOMPLIANCE WITH POLLUTION
LAWS.—For purposes of subparagraphs (B)
and (C), coal mining operations which are
not in compliance with the applicable State
and Federal pollution prevention, control,
and permit requirements for any period of
time shall not be considered to be qualified
coal mining operations during such period.

¢(6) 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, 2005, this section shall
apply with respect to fuel produced at such
facility not later than 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,
including wood shavings, straw, rice hulls,
and other bedding for the disposition of ma-
nure.

‘“(6) CREDIT AMOUNT.—In determining the
amount of credit allowable under this sec-
tion solely by reason of this subsection, the
dollar amount applicable under subsection
(a)(1) shall be $3 (without regard to sub-
section (b)(2)).”.

(b) EXTENSION FOR CERTAIN FUEL PRODUCED
AT EXISTING FACILITIES.—Paragraph (2) of
section 29(f) (relating to application of sec-
tion) is amended by inserting ‘‘(January 1,
2005, in the case of any coke, coke gas, or
natural gas and byproducts produced by coal
gagification from lignite in a facility de-
scribed in paragraph (1)(B))” after ‘‘January
1, 2003".
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(c) EFFECTIVE DATE.—The amendment
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. 511. NATURAL GAS DISTRIBUTION LINES
TREATED AS 15-YEAR PROPERTY.

(a) IN GENERAL.—Subparagraph (E) of sec-
tion 168(e)(3) (relating to classification of
certain property) is amended by striking
“and” at the end of clause (ii), by striking
the period at the end of clause (iii) and by in-
serting ‘‘, 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), as amended by
this Act, is amended by adding after the
item relating to subparagraph (E)(iii) the
following new item:

C(EHYIV) 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.

TITLE VI—ELECTRIC UTILITY
RESTRUCTURING PROVISIONS
SEC. 601. ONGOING STUDY AND REPORTS RE-
GARDING TAX ISSUES RESULTING
FROM FUTURE RESTRUCTURING DE-
CISIONS.

(a) ONGOING STUDY.—The Secretary of the
Treasury, after consultation with the Fed-
eral Energy Regulatory Commission, shall
undertake an ongoing study of Federal tax
issues resulting from nontax decisions on the
restructuring of the electric industry. In par-
ticular, the study shall focus on the effect on
tax-exempt bonding authority of public
power entities and on corporate restruc-
turing which results from the restructuring
of the electric industry.

(b) REGULATORY RELIEF.—In connection
with the study described in subsection (a),
the Secretary of the Treasury should exer-
cise the Secretary’s authority, as appro-
priate, to modify or suspend regulations that
may impede an electric utility company’s
ability to reorganize its capital stock struc-
ture to respond to a competitive market-
place.

(c) REPORTS.—The Secretary of the Treas-
ury shall report to the Committee on Fi-
nance of the Senate and the Committee on
Ways and Means of the House of Representa-
tives not later than December 31, 2003, re-
garding Federal tax issues identified under
the study described in subsection (a), and at
least annually thereafter, regarding such
issues identified since the preceding report.
Such reports shall also include such legisla-
tive recommendations regarding changes to
the private business use rules under subpart
A of part IV of subchapter B of chapter 1 of
the Internal Revenue Code of 1986 as the Sec-
retary of the Treasury deems necessary. The
reports shall continue until such time as the
Federal Energy Regulatory Commission has
completed the restructuring of the electric
industry.

SEC. 602. 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 is amended to read as fol-
lows:

“(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.—Subsection (e) of section 468A
is amended by adding at the end the fol-
lowing new paragraph:
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¢(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 includible in
gross income, by reason of such transfer.”.

(c) DEDUCTION FOR NUCLEAR DECOMMIS-
SIONING COSTS WHEN PAID.—Paragraph (2) of
section 468A(c) is amended to read as follows:

‘(2) DEDUCTION OF NUCLEAR DECOMMIS-
SIONING CcOSTS.—In addition to any deduction
under subsection (a), nuclear decommis-
sioning costs paid or incurred by the tax-
payer during any taxable year shall con-
stitute ordinary and necessary expenses in
carrying on a trade or business under section
162.”.

(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. 603. TREATMENT OF CERTAIN INCOME OF
COOPERATIVES.

(a) INCOME FROM OPEN ACCESS AND NU-
CLEAR DECOMMISSIONING TRANSACTIONS.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 501(c)(12) is amended by striking ‘‘or’’ at
the end of clause (i), by striking clause (ii),
and by adding at the end the following new
clauses:

‘(i) 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.”".

(2) DEFINITIONS AND SPECIAL RULES.—Para-
graph (12) of section 501(c) is amended by
adding at the end the following new subpara-
graphs:

‘‘(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 transmission
service or ancillary services meets the open
access requirements of this subclause only if
such services are provided on a nondiscrim-
inatory open access basis pursuant to an
open access transmission tariff filed with
and approved by FERC, including an accept-
able reciprocity tariff, or under a regional
transmission organization agreement ap-
proved by FERC.

‘“(IT) 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).

‘“(IIT) 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
(ID).
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‘‘(ii) Clause (i)(I) 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)(I) 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—

‘(I) The term ‘transmission facility’ means
an electric output facility (other than a gen-
eration facility) that operates at an electric
voltage of 69 kV or greater. To the extent
provided in regulations, such term includes
any output facility that FERC determines is
a transmission facility under standards ap-
plied by FERC under the Federal Power Act
(as in effect on the date of the enactment of
the Energy Tax Incentives Act of 2003).

‘“(IT1) The term ‘regional transmission orga-
nization’ includes an independent system op-
erator.

‘(III) 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

‘‘(iii) 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.—Paragraph (12) of section
501(c), as amended by subsection (a)(2), is
amended by adding after subparagraph (G)
the following new subparagraph:

“(H)(@) 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 does
not exceed the load loss mitigation sales
limit for such period.
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‘‘(iii) 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—

“(I) the megawatt hours of electric energy
sold during such year to members of such
electric company are less than

“(IT) the megawatt hours of electric energy
sold during the base year to such members.

‘“(v) For purposes of clause (iv)(II), the
term ‘base year’ means—

“(I) the calendar year preceding the start-
up year, or

““(IT) 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—

“(I) the first year that such electric com-
pany offers nondiscriminatory open access,
or

‘“(II) 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.—Subsection (b) of section
512 (relating to modifications) is amended by
adding at the end the following new para-
graph:

¢(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. 604. SALES OR DISPOSITIONS TO IMPLE-
MENT FEDERAL ENERGY REGU-
LATORY COMMISSION OR STATE
ELECTRIC RESTRUCTURING POLICY.

(a) IN GENERAL.—Section 4561 (relating to
general rule for taxable year of inclusion) is
amended by adding at the end the following
new subsection:

‘(1) SPECIAL RULE FOR SALES OR DISPOSI-
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
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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,

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, 2007, 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—

‘“(A) a regional transmission organization
approved by the Federal Energy Regulatory
Commission,

‘“(B) a person—

“(1) 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

‘(ii) 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 the close of the
period applicable under paragraph (1), 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.

““(6) 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.

SEC. 605. TREATMENT OF CERTAIN DEVELOP-
MENT INCOME OF COOPERATIVES.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 501(c)(12), as amended by this Act, is
amended by striking ‘‘or” at the end of
clause (iv), by striking the period at the end
of clause (v) and insert *‘, or’”’, and by adding
at the end the following new clause:

‘“(vi) from the receipt before January 1,
2007, of any money, property, capital, or any
other contribution in aid of construction or
connection charge intended to facilitate the
provision of electric service for the purpose
of developing qualified fuels from non-
conventional sources (within the meaning of
section 29).”.

(b) 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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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), as amend-
ed by section 613(b) of the Job Creation and
Worker Assistance Act of 2002, is amended by
striking ‘2004’ and inserting ‘‘2005".

(b) INDIAN EMPLOYMENT CREDIT.—Section
45A(f) (relating to termination), as amended
by section 613(a) of the Job Creation and
Worker Assistance Act of 2002, 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 II and the conservation and en-
ergy efficiency provisions under title III, 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, 2003, and annually
thereafter.

SEC. 703. CREDIT FOR PRODUCTION OF 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.

‘‘(a) IN GENERAL.—For purposes of section
38, the Alaska natural gas credit of any tax-
payer for any taxable year is the credit
amount per 1,000,000 Btu of Alaska natural
gas entering any intake or tie-in point which
was derived from an area of the State of
Alaska lying north of 64 degrees North lati-
tude, which is attributable to the taxpayer
and sold by or on behalf of the taxpayer to
an unrelated person during such taxable year
(within the meaning of section 45).

‘“(b) CREDIT AMOUNT.—For purposes of this
section—

‘(1) IN GENERAL.—The credit amount per
1,000,000 Btu of Alaska natural gas entering
any intake or tie-in point which was derived
from an area of the State of Alaska lying
north of 64 degrees North latitude (deter-
mined in United States dollars), is the excess
of—

““(A) $3.25, over

‘“(B) the average monthly price at the
AECO C Hub in Alberta, Canada, for Alaska
natural gas for the month in which occurs
the date of such entering.

¢“(2) INFLATION ADJUSTMENT.—In the case of
any taxable year beginning in a calendar
year after the first calendar year ending
after the date described in subsection (g)(1),
the dollar amount contained in paragraph
(1)(A) shall be increased to an amount equal
to such dollar amount multiplied by the in-
flation adjustment factor for such calendar
year (determined under section 43(b)(3)(B) by
substituting ‘the calendar year ending before
the date described in section 45M(g)(1)’ for
1990°).

‘‘(c) ALASKA NATURAL GAs.—For purposes
of this section, the term ‘Alaska natural gas’
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means natural gas entering any intake or
tie-in point which was derived from an area
of the State of Alaska lying north of 64 de-
grees North latitude produced in compliance
with the applicable State and Federal pollu-
tion prevention, control, and permit require-
ments from the area generally known as the
North Slope of Alaska (including the conti-
nental shelf thereof within the meaning of
section 638(1)), determined without regard to
the area of the Alaska National Wildlife Ref-
uge (including the continental shelf thereof
within the meaning of section 638(1)).

‘‘(d) RECAPTURE.—

‘(1) IN GENERAL.—With respect to each
1,000,000 Btu of Alaska natural gas entering
any intake or tie-in point which was derived
from an area of the State of Alaska lying
north of 64 degrees North latitude after the
date which is 3 years after the date described
in subsection (g)(1), if the average monthly
price described in subsection (b)(1)(B) ex-
ceeds 150 percent of the amount described in
subsection (b)(1)(A) for the month in which
occurs the date of such entering, the tax-
payer’s tax under this chapter for the tax-
able year shall be increased by an amount
equal to the lesser of—

“‘(A) such excess, or

‘“(B) the aggregate decrease in the credits
allowed under section 38 for all prior taxable
years which would have resulted if the Alas-
ka natural gas credit received by the tax-
payer for such years had been zero.

‘‘(2) SPECIAL RULES.—

“(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (1) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

‘““(B) NO CREDITS AGAINST TAX.—Any in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining the amount of
any credit under this chapter or for purposes
of section 55.

‘‘(e) APPLICATION OF RULES.—For purposes
of this section, rules similar to the rules of
paragraphs (3), (4), and (b) of section 45(d)
shall apply.

“(f) 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.

“(g) APPLICATION OF SECTION.—This section
shall apply to Alaska natural gas entering
any intake or tie-in point which was derived
from an area of the State of Alaska lying
north of 64 degrees North latitude for the pe-
riod—

‘(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) except with respect to subsection (d),
ending with the date which is 15 years after
the date described in paragraph (1).”.

(b) CREDIT TREATED AS BUSINESS CREDIT.—
Section 38(b), 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).”’.

(¢) ALLOWING CREDIT AGAINST ENTIRE REG-
ULAR TAX AND MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax), as amended by this Act, is amended by

CONGRESSIONAL RECORD — SENATE

redesignating paragraph (5) as paragraph (6)
and by inserting after paragraph (4) the fol-
lowing new paragraph:

‘“(6) SPECIAL RULES FOR ALASKA NATURAL
GAS CREDIT.—

‘“(A) IN GENERAL.—In the case of the Alas-
ka natural gas credit—

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

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

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

“(II) the limitation under paragraph (1) (as
modified by subclause (I)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the 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
(IT) 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 (II) 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. 704. 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
(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-
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.

SEC. 705. CLARIFICATION OF EXCISE TAX EXEMP-
TIONS FOR AGRICULTURAL AERIAL
APPLICATORS.

(a) NO WAIVER BY FARM OWNER, TENANT, OR
OPERATOR NECESSARY.—Subparagraph (B) of
section 6420(c)(4) (relating to certain farming
use other than by owner, etc.) is amended to
read as follows:

‘(B) if the person so using the gasoline is
an aerial or other applicator of fertilizers or
other substances and is the ultimate pur-
chaser of the gasoline, then subparagraph (A)
of this paragraph shall not apply and the
aerial or other applicator shall be treated as
having used such gasoline on a farm for
farming purposes.’.

(b) EXEMPTION INCLUDES FUEL USED BE-
TWEEN AIRFIELD AND FARM.—Section
6420(c)(4), as amended by subsection (a), is
amended by adding at the end the following
new flush sentence:

‘“For purposes of this paragraph, in the case
of an aerial applicator, gasoline shall be
treated as used on a farm for farming pur-
poses if the gasoline is used for the direct
flight between the airfield and 1 or more
farms.”.
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(c) EXEMPTION FROM TAX ON AIR TRANSPOR-
TATION OF PERSONS FOR FORESTRY PURPOSES
EXTENDED TO FIXED-WING AIRCRAFT.—Sub-
section (f) of section 4261 (relating to tax on
air transportation of persons) is amended to
read as follows:

“(f) EXEMPTION FOR CERTAIN USES.—No tax
shall be imposed under subsection (a) or (b)
on air transportation—

‘(1) by helicopter for the purpose of trans-
porting individuals, equipment, or supplies
in the exploration for, or the development or
removal of, hard minerals, oil, or gas, or

‘“(2) by helicopter or by fixed-wing aircraft
for the purpose of the planting, cultivation,
cutting, or transportation of, or caring for,
trees (including logging operations),
but only if the helicopter or fixed-wing air-
craft does not take off from, or land at, a fa-
cility eligible for assistance under the Air-
port and Airway Development Act of 1970, or
otherwise use services provided pursuant to
section 44509 or 44913(b) or subchapter I of
chapter 471 of title 49, United States Code,
during such use. In the case of helicopter
transportation described in paragraph (1),
this subsection shall be applied by treating
each flight segment as a distinct flight.”’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel use
or air transportation after December 31, 2002,
and before January 1, 2004.

SEC. 706. MODIFICATION OF RURAL AIRPORT
DEFINITION.

(a) IN GENERAL.—Clause (ii) of section
4261(e)(1)(B) (defining rural airport) is
amended by striking the period at the end of
subclause (II) and inserting ‘‘, or” and by
adding at the end the following new sub-
clause:

“(IIT) is not connected by paved roads to
another airport.”’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years beginning after 2003.

SEC. 707. EXEMPTION FROM TICKET TAXES FOR
TRANSPORTATION PROVIDED BY
SEAPLANES.

(a) IN GENERAL.—The taxes imposed by sec-
tions 4261 and 4271 shall not apply to trans-
portation by a seaplane with respect to any
segment consisting of a takeoff from, and a
landing on, water.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years beginning after 20083.

Mr. BINGAMAN. Mr. President, I am
pleased to join the Chairman and
Ranking Member of the Finance Com-
mittee and the Chairman of the Energy
and Natural Resources Committee as a
sponsor of the Energy Tax Incentives
Act of 2003, which we are introducing
today.

The tax incentives we introduce
today are designed to encourage com-
mercial activities that will increase
and diversify our energy supplies and
help us to use those energy supplies
more efficiently and productively. Our
demand for energy continues to grow
and we will need a broad portfolio of
energy sources, including improved ef-
ficiency, to meet this demand. The en-
ergy tax package encompasses many of
the diverse components that make up a
comprehensive energy strategy. These
include incentives for renewable re-
sources, alternative transportation
fuels and alternative fuel vehicles, en-
ergy efficient appliances and buildings,
clean coal, domestic oil and gas pro-
duction and infrastructure, as well as
removing impediments to an inte-
grated electric grid.
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This bill reflects the work of the Fi-
nance Committee last year to develop
a balanced package of energy tax pro-
visions to complement the energy pol-
icy legislation developed by the Sen-
ate. The language of the bill is vir-
tually identical to the tax sections of
the Energy bill passed by the Senate
last April. While new or improved
versions of some of the provisions have
been developed in the intervening
months, this version provides a com-
mon starting point for any further re-
finements of the text. I look forward to
participating in the Finance Commit-
tee’s consideration of the energy tax
package this year.

Mr. BAUCUS. Mr. President, I am
pleased to join Chairman GRASSLEY in
introducing the Energy Tax Incentives
Act of 2003. The chairman and the
ranking member of the Energy and
Natural Resources Committee, Sen-
ators DOMENICI and BINGAMAN, are also
original sponsors of this legislation.

This legislation is very similar to the
energy tax incentives bill which won
overwhelming support on the Senate
floor last April and provides a strong
starting point for the Senate Finance
Committee towards a mark-up of an
energy tax bill.

The urgency for this legislation at
this point in time is particularly crit-
ical. Gasoline prices in the U.S. are at
record levels. Low inventories, high
crude oil prices, recent cold weather
and continuing industry concern about
a possible war with Iraq have raised
gas prices close to the highest price
ever recorded. This situation is not ex-
pected to improve in the near future.

To help alleviate this situation, this
bill proposes a balanced package of al-
ternative energy, traditional energy
production and energy efficiency incen-
tives. This legislation begins from the
premise that we may accomplish en-
ergy policy goals by targeting market
incentives—in the form of tax deduc-
tions and credits—at certain invest-
ments. The bill would accomplish this
in three ways. First, we create incen-
tives for new production, especially
production from important renewable
sources. Second, we create incentives
for the development of new technology.
Third, we create incentives for energy
conservation.

Through targeted market incentives
we hope to encourage the development
of alternative sources of production
and technologies, thereby boosting our
overall energy resources. This will help
promote energy independence in the
United States, which will contribute to
both greater economic growth and na-
tional security. At the same time, by
encouraging development of sources of
renewable energy and energy effi-
ciency, we will also encourage pollu-
tion reduction and improve human
health and the environment.

I look forward to working with my
colleagues on this important piece of
legislation.

By Ms. COLLINS (for herself, Mr.
MILLER, Mrs. DOLE, Mr.
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McCAIN, Mr. KERRY, Mr.
CHAMBISS, and Mr. SPECTER):

S. 598. A bill to amend title XVIII of
the Social Security Act to provide for
a clarification of the definition of
homebound for purposes of determining
eligibility for home health services
under the medicare program; to the
Committee on Finance.

Ms. COLLINS. Mr. President, I am
pleased to join with Senators MILLER,
DOLE, McCAIN, KERRY, CHAMBLISS and
SPECTER in introducing the David
Jayne Medicare Homebound Mod-
ernization Act of 2003 to modernize
Medicare’s outdated ‘‘homebound’ re-
quirement that has impeded access to
needed home health services for many
of our Nation’s elderly and disabled
Medicare beneficiaries.

Health care in America has gone full
circle. People are spending less time in
institutions, and recovery and care for
patients with chronic diseases and con-
ditions have increasingly been taking
place in the home. The highly skilled
and often technically complex care
that our home health agencies provide
has enabled millions of our most vul-
nerable older and disabled individuals
to avoid hospitals and nursing homes
and stay just where they belong—in the
comfort and security of their own
homes.

Under current law, a Medicare pa-
tient must be considered ‘“homebound”’
if he or she is to be eligible for home
health services. While an individual is
not actually required to be bedridden
to qualify for benefits, his or her condi-
tion must be such that ‘‘there exists a
normal inability to leave home.” The
statute does allow for absences from
the home that are ‘‘infrequent’ or of
“‘relatively short duration.” It also
gives specific permission for the indi-
vidual to leave home to attend medical
appointments, adult day care or reli-
gious services.

Unfortunately, however, the statute
does not define precisely what ‘‘infre-
quent’” or ‘‘relatively short duration”
means. It leaves it to the fiscal inter-
mediaries to interpret just how many
absences qualify as ‘‘frequent’” and just
how short those absences must be. In-
terpretations of this definition have
therefore varied widely.

As a consequence, there have been far
too many instances where an over-
zealous or arbitrary interpretation of
the definition has turned elderly or dis-
abled Medicare beneficiaries—who are
dependent upon Medicare home health
services and medical equipment for
survival—into virtual prisoners in
their own home.

The current homebound requirement
is particularly hard on younger, dis-
abled Medicare patients. For example,
last year I met with David Jayne, a 41-
yvear-old man with Lou Gehrig’s dis-
ease, who is confined to a wheelchair
and cannot swallow, speak or even
breathe on his own. Mr. Jayne needs
skilled nursing visits each week to en-
able him to remain independent and
out of an inpatient facility. Despite his
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disability, Mr. Jayne meets frequently
with youth and church groups. Speak-
ing through a computerized voice syn-
thesizer, he gives inspirational talks
about how the human spirit can endure
and even overcome great hardship.

The Atlanta Journal Constitution
ran a feature article on Mr. Jayne and
his activities, including a report about
how he had, with the help of family and
friends, attended a football game to
root for the University of Georgia Bull-
dogs. A few days later, at the direction
of the fiscal intermediary, his home
health agency—which had been sending
a health care worker to his home for
two hours, four mornings a week—noti-
fied him that he could no longer be
considered homebound, and that his
benefits were being cut off. While his
benefits were subsequently reinstated
due to the media attention given the
case, this experience motivated him to
launch a crusade to modernize the
homebound definition and led him to
found the National Coalition to Amend
the Medicare Homebound Restriction.

The fact is that the current require-
ment reflects an outmoded view of life
for persons who live with serious dis-
abilities. The homebound criteria may
have made sense thirty years ago,
when an elderly or disabled person
might have expected to live in the con-
fines of their home—perhaps cared for
by an extended family. The current def-
inition, however, fails to reflect the
technological and medical advances
that have been made in supporting in-
dividuals with significant disabilities
and mobility challenges. It also fails to
reflect advances in treatment for seri-
ously ill individuals that allow them
brief periods of relative wellness.

It also fails to recognize that an indi-
vidual’s mental acuity and physical
stamina can only be maintained by
use, and that the use of the body and
mind is encouraged by social inter-
actions outside the four walls of a
home.

The David Jayne Medicare Home-
bound Modernization Act of 2003 will
create an exception to the homebound
restriction based on the severity of the
patient’s functional limitations and
clinical condition. The specific, limited
exception to the homebound rule would
apply to individuals who: one, have
been certified by a physician as having
a permanent and severe condition that
will not improve; two, who will need
assistance with three or more of the
five activities of daily living, such as
eating, dressing and bathing, for the
rest of their lives; three, who require
technological and/or personal assist-
ance with the act of leaving home; and
four, who are only able to leave home
because the services provided through
the home health benefit makes it pos-
sible for them to do so.

We believe that our legislation is
budget neutral because it is specifi-
cally limited to individuals who are al-
ready eligible for Medicare and whose
conditions require the assistance of a
skilled nurse, therapist or home health
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aide to make it functionally possible
for them to leave the home. Our legis-
lation does not expand Medicare eligi-
bility—it simply gives people who are
already eligible for the benefit their
freedom.

This issue was first brought to my at-
tention by former Senator Bob Dole,
who has long been a vigorous advocate
for people with disabilities, and I ask
unanimous consent that the editorial
Senator Dole wrote for the Washington
Post last summer entitled ‘‘Imprisoned
by Medicare’” be printed in the CON-
GRESSIONAL RECORD at the conclusion
of my remarks.

Our proposal is also supported by the
Consortium of Citizens with Disabil-
ities, the Visiting Nurse Associations
of America, the National Association
for Home Care, Advancing Independ-
ence: Modernizing Medicare and Med-
icaid, AIMM, the National Coalition to
Amend the Medicare Homebound Re-
striction, the Paralyzed Veterans of
America, and the Half the Planet
Foundation.

Moreover, the David Jayne Medicare
Homebound Modernization Act of 2003
is consistent with President Bush’s
“New Freedom Initiative’’ which has,
as its goal, the removal of barriers that
impede opportunities for those with
disabilities to integrate more fully into
the community. By allowing reason-
able absences from the home, our legis-
lation will bring the Medicare home
health benefit into the 21st Century,
and I look forward to working with my
colleagues to get it done.

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

[From the Washington Post, June 27, 2002]

IMPRISONED BY MEDICARE
(Bob Dole)

Heroes inspire wus to achieve the
unachievable, to leave America a better
place for future generations. They remind us
that contributing to family and community
is our highest priority. I am fortunate to
know such a hero, and his story has inspired
me to help achieve his one simple wish be-
fore he dies—to change a Medicare restric-
tion so that he and thousands of others who
live with permanent and severe disabilities
can leave their homes to see their children
grow up and contribute to their community
without losing life-sustaining home health
services.

David Jayne was diagnosed with Lou
Gehrig’s disease at age 27. Otherwise known
as amyotrophic lateral sclerosis (ALS), this
degenerative neuromuscular condition
causes his muscles to atrophy, leaving him
unable to eat, breathe or move on his own.
Though his mobility is limited to moving
three fingers, Jayne, now 41, has dem-
onstrated to everyone who knows him or has
read about him that the human spirit is in-
domitable.

I met David Jayne by chance at Reagan
National Airport about a year ago. Attached
to life support equipment and a computer-
ized voice simulator because of his body’s de-
terioration at the hand of ALS, Jayne had
traveled with the help of friends from his
home in Rex, Ga., to meet with his elected
members of Congress. He came to urge them
to amend the Medicare homebound restric-
tion.
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The homebound rule was intended to deter
abuse of the home health benefit by limiting
services to only those individuals whose ill-
nesses and disabilities are so severe that
leaving the home would require ‘‘a consider-
able and taxing effort.” In the 1960s, when
this rule was created, it reflected the limits
of health care and technology at the time. It
was incomprehensible then to think that
someone with ALS or any severe and perma-
nent disability could leave the home.

While the homebound restriction has not
changed, the role of physicians and home
health providers has. Nurses, doctors and
home health administrators have been
turned into watchdogs and given the respon-
sibility to report any knowledge of their pa-
tients leaving their homes. And the awful re-
ality of those receiving these services is that
they must either lie or cheat just to enjoy
fundamental liberties.

This nearly 40-year-old policy reflects an
outmoded view of life for persons with dis-
abilities. Thanks to advances in technology
and greater community accessibility
through the passage of the Americans with
Disabilities Act (ADA), people with the most
severe disabilities are able to leave their
homes to go to work, volunteer in their com-
munities and enjoy their family and friends.
Unfortunately, Medicare policy has not kept
pace with our times and is now punishing the
very people it was intended to benefit. While
Medicare has developed other and better
policies to deter abuse, it has kept this out-
dated policy.

The Medicare statute does allow for ab-
sences from the home of ‘“‘infrequent” or
“relatively short duration.” But the vague-
ness of this allowance leaves it to Medicare
contractors to interpret just how many ab-
sences qualify as ‘‘frequent” and just how
short those absences might be. To err on the
conservative side, contractors have stripped
home health coverage from those most need-
ing it, including David Jayne, whose life de-
pends on a ventilator, intravenous feeding
and daily care from a home health aide. Be-
cause Jayne’s story went public, his home
health agency discontinued these life-sus-
taining services. They were only reinstated
after members of Congress became involved
and Jayne agreed to pay his home health
provider for any claim denied by Medicare.
But thousands of others live in fear of leav-
ing their homes because of the stories that
have been reported. In two heartbreaking
cases, one mother’s services were cut off
after she attended the funeral for her child,
while another mother did not attend the fu-
neral of her child because of fear of losing
her home health care.

For millions of Americans, Medicare-cov-
ered home health services provide a less
costly alternative to nursing home or hos-
pital care. There are abuses that should be
corrected, but not by extracting a price that
no law-abiding American should ever have to
pay.

David Jayne has inspired many people with
his love and determination and his simple
words, ‘‘Always wait another day because
the next day will be better.”” He inspired me
to volunteer to try to help.

I urge the House of Representatives to
amend this harsh restriction on individual
freedom by including in the Medicare reform
bill the David Jayne Amendment, carefully
drafted by Rep. Ed Markey (D-Mass.) and
Sen. Susan Collins (R-Maine), to do what we
all know in our hearts is right, including all
the appropriate safeguards to prevent abuse.
And if this is not possible because of cost
concerns, to adopt an amendment to provide
for those who are severely and permanently
disabled and who require the assistance of an
attendant or a skilled nursing facility.

The amendment should give the Health
and Human Services Department six months
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to address the homebound rule and make
recommendations on how to bring it up to
date with today’s technology. Make no mis-
take, David Jayne is a prisoner—a prisoner
in his specially designed wheelchair. His ill-
ness has robbed him of the ability to do any-
thing without the aid of technology. Medi-
care shouldn’t act as jailer too. Thousands of
David Jaynes across America are looking to
the president, Congress and the Department
of Health and Human Services for help.

By Mrs.
Ms. CoLLINS, and Mr.
MAN):

S. 599. A bill to amend title XVIII of
the Social Security Act to provide cov-
erage under the medicare program for
diabetes laboratory diagnostic tests
and other services to screen for diabe-
tes; to the Committee on Finance.

Mrs. LINCOLN. Mr. President, I rise
today to introduce the ‘‘Access to Dia-
betes Screening Services Act of 2003’
with my friends Senators COLLINS and
BINGAMAN. This bill will help to bring
the epidemic of diabetes under control
by providing Medicare coverage for lab-
oratory diagnostic tests and other
services which are used to screen for
diabetes. Medicare cannot currently
provide these screening services be-
cause they are prohibited to do so by
Federal law.

Diabetes has reached epidemic pro-
portions among adults in the United
States. The latest figures published by
the Centers for Disease Control, CDC,
in the January 1, 2003, edition of the
“Journal of the American Medical As-
sociation’ show that 7.9 percent of the
American population has diabetes. The
CDC believes that if trends continue,
more than 10 percent of all Americans
will have diabetes by the year 2010.
Even today our Nation is feeling the ef-
fects of this disease—diabetes is the
Nation’s sixth leading cause of death.

Diabetes strikes even harder in our
nation’s minority and emerging major-
ity populations. Today, the CDC esti-
mates that 11.9 percent of the African
American population and nine percent
of the Hispanic population has diabe-
tes. Without a doubt, diabetes is now
truly the epidemic of our time.

These rising rates are especially evi-
dent among our Nation’s aging popu-
lation. Currently almost seven million
Americans age 65 and older, or over 20
percent of seniors, have diabetes.
Roughly 20 percent of seniors age 65
and older have a newly identified con-
dition called pre-diabetes, which if left
untreated will develop into diabetes.
An additional 40,000 people living with
diabetes and end-stage renal disease
under the age of 65 participate in the
Medicare program.

Even more distressing is the fact
that approximately one third of the 7
million seniors with diabetes, or 2.3
million people, are undiagnosed. They
simply do not know that they have this
very serious condition—a condition
whose complications include heart dis-
ease, stroke, vision loss and blindness,
amputations, and kidney disease.

My own home State of Arkansas has
had first-hand experience with the ris-
ing diabetes rates. Arkansas ranks

LINCOLN (for herself,
BINGA-
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fifth in the Nation for diabetes inci-
dence. Recent studies show that 8.9
percent of all Arkansas adults had di-
agnosed diabetes, and over one million
Arkansans are at risk for undiagnosed
diabetes.

Our Nation is not yet doing enough
to manage this preventable and con-
trollable disease. Last week, the Na-
tional Institutes of Health, the CDC
and the American Diabetes Association
announced that the direct costs of
treating diabetes grew by more than 50
percent between 1997 and 2002, from $44
billion to $91.8 billion. One of every ten
dollars spent on healthcare in America
is now spent on diabetes, and the aver-
age per capita cost of healthcare for a
person living with diabetes is $13,243
versus $2,660 for a typical American
without diabetes.

Those in the medical community and
the federal government are only too
aware of the rising prevalence and seri-
ous nature of diabetes. The Centers for
Disease Control, National Institutes of
Health, and the Department of Health
and Human Services recently joined to-
gether in a national education cam-
paign to inform people about diabetes
and encourage people age 45 and older
to get screened for diabetes.

Unfortunately, current law does not
allow Medicare to reimburse for diabe-
tes testing, even if a patient presents
serious risk factors for diabetes such as
obesity, high blood pressure, or high
cholesterol. Most shockingly, even if a
patient is experiencing early evidence
of diabetes complications, such as
blindness or kidney disease, Medicare
still cannot reimburse a physician for
diabetes testing.

This nonsensical omission of diabetes
screening coverage is even more shock-
ing in light of the fact that about 25
percent of the Medicare budget cur-
rently is devoted to providing medical
care to seniors living with diabetes. In
1999, Arkansas spent $1.6 billion on di-
rect and indirect costs of diabetes. The
amount Arkansas spent on diabetes in
2002 is undoubtedly higher in light of
the cost data available. Why are we
continuing to react to diabetes and its
complications instead of proactively
screening our Medicare beneficiaries
for this common and costly disease?
This screening can identify the disease,
even before any symptoms have ap-
peared, and has the potential to save
and improve thousands of lives. In ad-
dition, this screening will potentially
help prevent countless cases of end-
stage renal disease, blindness and am-
putations—preventable complications
of the diabetes that are draining Medi-
care of vital resources.

The American Association of Clinical
Endocrinologists strongly believes that
patients with diabetes should be identi-
fied as early as possible in their illness.
We have the technology to do this
through screening.

I cannot overstate the need for this
legislation. When faced with the rising
prevalence of diabetes, the high per-
centage of seniors who already have
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the disease, the alarmingly high num-
ber of seniors who have diabetes but do
not know it yet, the growing number of
seniors living with preventable diabe-
tes complications, and the high cost as-
sociated with diabetes treatment, it is
obvious that Medicare should provide
coverage for diabetes screening.

Our Nation must do more to battle
the epidemic of diabetes through pre-
vention, detection and treatment. This
legislation will make detection of a
deadly disease available to all Medi-
care enrollees. The American Diabetes
Association has identified Medicare
screening coverage as a top legislative
priority, and I have worked closely
with them to craft this legislation. I
urge all of my colleagues to give seri-
ous consideration to cosponsoring and
actively supporting the Diabetes
Screening Act of 2003.

Ms. COLLINS. Mr. President, I am
pleased to join my colleague from Ar-
kansas, Senator LINCOLN, in intro-
ducing this important bill to provide
Medicare coverage for laboratory diag-
nostic tests and other services used to
screen for diabetes.

As the founder and co-chair of the
Senate Diabetes Caucus, I have learned
a great deal about this serious disease
and the difficulties and heartbreak
that it causes for so many Americans
and their families. Diabetes is a dev-
astating, lifelong condition that dis-
proportionately affects the elderly,
children and minorities. It is one of our
Nation’s most costly diseases in both
human and economic terms, and is the
leading cause of Kkidney failure, blind-
ness in adults, and amputations not re-
lated to injury. Moreover, it is a major
risk factor for stroke, heart disease
and other chronic conditions. Accord-
ing to a new study released by the
American Diabetes Association, diabe-
tes cost our Nation $132 billion last
year, and health care spending for peo-
ple with diabetes is almost double what
it would be if they did not have diabe-
tes.

Unfortunately, diabetes frequently
goes undiagnosed. Of the more than 17
million Americans who have diabetes, 7
million of whom are 65 and older, it is
estimated that as many as one third
don’t know it. They simply do not
know that they have this very serious
condition that places them at in-
creased risk of developing devastating
and costly complications such as blind-
ness, kidney failure and amputations.

Moreover, an additional 16 million
Americans have a newly identified con-
dition known as ‘‘pre-diabetes,” an in-
creasingly common condition in which
blood glucose levels are higher than
normal, but not yet diabetic. Pre-dia-
betes dramatically raises the risk for
developing Type 2 diabetes and in-
creases the risk of heart disease by 50
percent. According to research sup-
ported by the Department of Health
and Human Services, most people with
pre-diabetes are likely to develop dia-
betes within a decade unless their con-
dition is diagnosed and they make the
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lifestyle changes necessary to reduce
their risks for the disease.

Secretary of Health and Human Serv-
ices Tommy Thompson has made dia-
betes prevention and management a
key part of the Bush Administration’s
broader efforts to encourage a
healthier America. As a part of this ef-
fort, the Centers for Disease Control
and Prevention, the National Insti-
tutes of Health and the Department of
Health and Human Services have
joined together in a national education
campaign to inform people about dia-
betes and encourage people age forty-
five and older to get screened for diabe-
tes.

Unfortunately, however, current law
does not allow Medicare to pay for dia-
betes testing, even for patients with se-
rious risk factors for diabetes, such as
obesity, high blood pressure, or high
cholesterol. Astoundingly, even if a pa-
tient is experiencing early evidence of
diabetes complications such as blind-
ness or kidney disease, Medicare will
not pay for diabetes testing.

This coverage omission is particu-
larly irrational given the fact that one
out of every four Medicare dollars is
currently spent on medical care for
seniors who are living with diabetes.

Early detection and treatment are
essential if we are to improve the qual-
ity of life for people with diabetes and
prevent or delay the onset of the costly
and sometimes deadly complications
associated with the disease. We have
the technology to identify diabetes
even before the onset of any symptoms.
These tests have the potential of im-
proving and saving thousands of lives,
not to mention countless Medicare dol-
lars. It only makes sense that Medicare
should cover them.

Both the American Diabetes Associa-
tion and the American Association of
Clinical Endocrinologists support our
legislation, and I encourage all of our
colleagues to join us as cosponsors.

By Mr. CRAIG (for himself and
Mrs. FEINSTEIN):

S. 600. A bill to authorize the Sec-
retary of Energy to cooperate in the
international magnetic fusion burning
plasma experiment, or alternatively to
develop a plan for a domestic burning
plasma experiment, for the purpose of
accelerating the scientific under-
standing and development of fusion as
a long term energy source; to the Com-
mittee on Energy and Natural Re-
sources.

Mr. CRAIG. Mr. President, there
should be no doubt that energy is vital
to our economy and that it contributes
to our wealth and strength as a nation.
While it is true that human intel-
ligence, a skilled workforce, and the
human spirit are essential to our econ-
omy and to our future, without useable
energy, these virtues are not, of them-
selves, tools to make a physical dif-
ference.

As we look out decades and centuries
into the future, determining whether
we will have enough energy and finding
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the sources from which we will get it
are extremely important endeavors.
Will we get our energy from oil or from
coal? Will it come from solar collectors
and wind farms? Will it come from nu-
clear fission? I submit that the answer
we work to provide to this question
today will have a profound effect on
the future quality of life for our chil-
dren and grandchildren. This is part of
the reason why energy policy is so con-
troversial. It is because the stakes are
so high.

Although fossil fuels will last for
many decades yet—perhaps centuries—
the reality is that we must begin to
plan for the time when fossil fuels
might not be so plentiful. Taken to-
gether, fossil fuels provide us with well
over 70 percent of the energy we con-
sume in this country. Much of that en-
ergy is imported. When you take oil,
coal and natural gas out of the equa-
tion, what are our options for the long
term future?

The significant potential contribu-
tors to our energy picture that are not
fossil fuels are likely to be nuclear, hy-
dropower, renewables such as solar,
wind and geothermal, and fusion en-
ergy. We must pursue all of these op-
tions as if our future depended on it,
because it does. It is in this context,
that I want to focus my colleagues’ at-
tention today on the subject of fusion
energy.

Fusion energy is the power of the sun
and the stars and has been the subject
of a decades-long research effort in the
United States and around the world.
The bad news is that the ultimate goal
of practical fusion energy here on earth
has proven to be far more difficult than
the early pioneers of fusion research
ever envisioned. But the good news is
that there has been fantastic progress
in the past decade, to the point where
now there is almost no doubt that
large excess amounts of fusion energy
can be created in the laboratory. The
question is: Can fusion energy be made
practical and affordable?

When proven practical, fusion will be
capable of producing huge amounts of
base-load energy for our cities and our
economy with no air or water pollu-
tion. Its fuel is virtually inexhaustible.
It cannot blow up or melt down. Per-
haps most tantalizingly, given our
present circumstances, no nation or re-
gion will have a monopoly because ev-
eryone will have the fuel—a common
component of water.

I am very proud today to stand with
my good friend from California, Sen-
ator FEINSTEIN and introduce the Fu-
sion Development Act of 2003. The Fu-
sion Development Act of 2003 is meant
to hasten the day when we can answer
the question of practical and affordable
fusion energy in the affirmative.

Last month, President Bush an-
nounced that the United States would
be joining international negotiations
on a major next step experiment on the
road to fusion energy, known as the
ITER project. One of the primary pur-
poses of this bill is to authorize the
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Secretary of Energy to participate
fully in this international magnetic fu-
sion burning plasma experiment called
ITER.

ITER is intended to establish once
and for all that magnetically-con-
trolled fusion energy reactions can
produce power plant-sized amounts of
fusion energy and establish the sci-
entific basis for doing so. Further,
ITER will demonstrate some of the
technologies necessary to construct a
fusion power plant such as large super-
conducting magnets and plasma con-
trol systems. ITER will be an inter-
national science experiment of a scale
and importance second to none.

The siting and financing of ITER are
currently being negotiated between Eu-
rope, Japan, Russia, Canada and China.
This bill will help give the Administra-
tion the license it needs to move for-
ward and stake out a good place at the
table of the ITER experiment. The im-
portance of the ITER experiment dic-
tates that the United States must have
a strong position as the project moves
forward.

In addition, our bill sets as a goal
that the United States should develop
the scientific, engineering and com-
mercial infrastructure necessary to be
competitive with other nations in this
new frontier of energy. In this regard,
it requires the Secretary of Energy to
submit to Congress a plan to strength-
en our existing fusion research efforts
and to address the critically important
issues of fusion materials and tech-
nology.

I ask that my colleagues devote their
time to the extraordinarily important
subject of our present and future en-
ergy supply. The deeper one delves into
this subject, the more self-evident it
becomes that fusion is a must-have
technology for the future.

The bill we are introducing today
will help bring us closer to the time
when energy is less of a global political
issue and energy production has mini-
mal impact on our natural environ-
ment. Fusion is an important part of
this vision and this goal. I therefore
urge my colleagues to support this leg-
islation.

————

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 79—DESIG-
NATING THE WEEK OF MARCH 9
THROUGH MARCH 15, 2003, AS
“NATIONAL GIRL SCOUT WEEK”

Mrs. HUTCHISON (for herself, Ms.
MIKULSKI, Ms. CANTWELL, Mrs. CLIN-
TON, Mrs. FEINSTEIN, Mrs. LINCOLN,
Mrs. MURRAY, Ms. SNOWE, Ms. MUR-
KOWSKI, Mr. BAYH, Mr. WARNER, Mr.
ALLEN, Mr. KOHL, Mr. INHOFE, and Mr.
LUGAR) submitted the following resolu-
tion; which was referred to the Com-
mittee on the Judiciary:

S. RES. 79

Whereas March 12, is the anniversary of
the founding of the Girl Scouts of the United
States of America;

March 11, 2003

Whereas by fostering in girls and young
women the qualities on which the strength
of the United States depends, the Girls
Scouts has significantly contributed to the
advancement of the United States;

Whereas the Girl Scouts is the preeminent
organization for girls, dedicated to inspiring
girls and young women to become model
citizens in their communities with the high-
est ideals of character, conduct, and service
to others;

Whereas the Girls Scouts, through its pres-
tigious program, offers girls ages 5 through
17 a wealth of opportunities to develop
strong values and skills that serve girls well
into adulthood; and

Whereas on March 16, 1950, the Girl Scouts
became the first national organization for
girls to be granted a Federal charter by Con-
gress: Now, therefore, be it

Resolved, That the Senate—

(1) designates the week of March 9 through
March 15, 2003, as ‘‘National Girl Scout
Week’’; and

(2) requests the President to issue a procla-
mation designating such week as ‘‘National
Girl Scout Week” and calling on the people
of the United States to observe the anniver-
sary of the Girl Scouts of the United States
of America with appropriate ceremonies and
activities.

Mrs. HUTCHISON. Mr. President, I
rise today to submit an important res-
olution recognizing the Girl Scouts of
America.

On March 12, 1912, Juliette Gordon
Low assembled 18 girls in Savannah,
Georgia for the first Girl Scout meet-
ing. Girl Scouts of America has a cur-
rent membership of nearly four million
girls and adult volunteers.

It is the preeminent organization in
the United States committed to inspir-
ing girls and young women with the
highest ideals of character, conduct,
and service to others.

As the first National organization for
girls to be granted a Federal charter by
Congress, Girl Scouts offers girls of all
ages, races, and socioeconomic back-
grounds the opportunity to grow, de-
velop friendships, and gain valuable
life experiences.

The Girl Scout initiatives has en-
abled more than 50 million women in
the United States to participate in
community service projects, cultural
exchanges, athletic events, and edu-
cational activities that teach self-con-
fidence, responsibility, and integrity.

Girl Scout initiatives have reflected
the Nation’s changing social and eco-
nomic climate. For example, the Na-
tional organization recently began a
campaign to encourage girls to develop
an interest in math, science, and tech-
nology as a way to create greater di-
versity in the workforce and to help
bridge the techno-gender divide.

Today, one in nine girls is a member
of the Girl Scouts, and over two-thirds
of our female doctors, lawyers, edu-
cators, and community leaders were
once Girl Scouts. I am proud to say
that I, too, was a Girl Scout.

I am pleased to be joined by my col-
leagues in introducing this legislation,
which would designate the week begin-
ning March 9, 2003, as ‘‘National Girl
Scout Week.”

Ms. MIKULSKI. Mr. President, I am
very proud to join Senator HUTCHISON
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