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To provide an opportunity for community renewal and economic growth in
empowerment zones and enterprise communities, and for other purposes.

IN THE SENATE OF THE UNITED STATES

JANUARY 26, 1996

Mr. McCaAN introduced the following bill; which was read twice and referred
to the Committee on Finance

A BILL

To provide an opportunity for community renewal and eco-
nomic growth in empowerment zones and enterprise com-

munities, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS; BUDGET

EFFECT.

(a) SHORT TrrLE.—This Act may be cited as the

“Community Renewal and Economic Opportunity Act’”.

The table of contents for

(b) TABLE OF CONTENTS.

0o N O 0o B~ W N B

this Act is as follows:
See. 1. Short title; table of contents; budget effect.

TITLE I—ECONOMIC OPPORTUNITY
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Subtitle A—Tax Incentives

General tax credit for businesses in empowerment zones and enter-
prise communities.

Election of flat tax option for zone and community businesses.

Exclusion for capital gains on certain investments within zones and
communities.

Inerease in expensing under section 179 for businesses in zones and
communities.

Tax-free dividends received from enterprise zone businesses.

‘Work opportunity tax credit.

Subtitle B—Contracting Set-Aside Reform

Amendments to the Small Business Act.

Technical and conforming amendments in other law.
Savings provision.

Additional technical and conforming amendments.

Subtitle C—Small Business Mentor Program
Establishment of mentor program.
TITLE I—COMMUNITY INFRASTRUCTURE

Limitation on the application of the Davis-Bacon requirements to
empowerment zones, enterprise communities, and enterprise
Zones.

Reform of community development block grant program.

TITLE HHI—SAFE STREETS
Subtitle A—Mandatory Restitution

Order of restitution.

Conditions of probation.

Mandatory restitution.

Order of restitution to victims of other cerimes.
Procedure for issuance and enforcement of restitution order.
Procedure.

Instruction to Sentencing Commission.
Justice Department regulations.

Special assessments on convieted persons.
Crime vietims fund.

Victims of terrorism act.

Severability.

Study and report.

Effective date.

Subtitle B—Asset Forfeiture Assistance
Forfeitures under the Controlled Substances Act.
TITLE IV—EDUCATIONAL OPPORTUNITY
Purpose.

Definitions.
Funding.
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404,
405,
406,
407,
408,
409,
410,

601.
602.
605.
604.
605.

Program authorized.

Authorized projects.

Applications.

Education certificates.

Effect on other programs; use of school lunch data.
Parental notification.

Evaluation and report.

TITLE V—FAMILY OPPORTUNITY

. Findings and purpose.

. Removal of barriers to interracial and interethnic adoptions.
. Repeal.

4. Effective date.

TITLE VI—VOLUNTEER PROTECTION

Findings and purpose.

Definitions.

No preemption of State tort law.
Limitation on liability for volunteers.

Certification requirement and adjustment of social services block

erant allotments.

TITLE VII—SPECTRUM AUCTION

701. Auction of electromagnetic spectrum.

(¢) SENSE OF THE SENATE REGARDING BUDGET

NEUTRALITY.—It is the sense of the Senate that appro-

priate reductions in Federal budget spending levels should

be made in order to enact in a budget neutral manner

the provisions of, and amendments made by, this Act.

TITLE I—ECONOMIC

OPPORTUNITY

Subtitle A—Tax Incentives

SEC. 101. GENERAL TAX CREDIT FOR BUSINESSES IN

EMPOWERMENT ZONES AND ENTERPRISE

COMMUNITIES.

(a) IN GENERAL.—Part IT of subchapter U of chap-

ter 1 of the Internal Revenue Code of 1986 (relating to

*S 1533 IS
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designation and treatment of empowerment zones, enter-
prise communities, and rural development investment
areas) 1s amended by adding at the end the following new
section:

“SEC. 1395. GENERAL TAX CREDIT.

“(a) IN GENERAL.—In the case of an enterprise zone
business, there shall be allowed as a credit against the tax
imposed by this chapter for the taxable year an amount
equal to 10 percent of such tax (determined without re-

card to this section).

“(b) ENTERPRISE ZONE BUSINESS.—For purposes
of this section, the term ‘enterprise zone business’ has the
meaning given to such term by section 1394(b)(3), except
that in the case of empowerment zones, subsections (b)(6)
and (¢)(5) of section 1397B shall be applied by substitut-
ing ‘50 percent’ for ‘35 percent’.

“(¢) DESIGNATION OF ADDITIONAL KENTERPRISE
COMMUNITIES FOR TAX CREDIT AND FraT Tax Op-
TION.—For purposes of the credit allowed under this see-
tion and the flat tax option under section 1395A only, and
notwithstanding subsections (b)(1) and (¢) of section
1391(b)(1), the Secretary of Housing and Urban Develop-
ment may designate 90 additional enterprise communities
in urban areas under section 1391.”.

(b) CONFORMING AMENDMENTS.—

*S 1533 IS
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(1) Part II of subchapter U of chapter 1 of the
Internal Revenue Code of 1986 is amended to read
as follows:

“PART II—INCENTIVES FOR EMPOWERMENT
ZONES AND ENTERPRISE COMMUNITIES.”.
(2) The table of parts of subchapter U of chap-

ter 1 of such Code 1s amended to read as follows:

“Part II. Incentives for empowerment zones and enterprise com-
munities.”.

(3) The table of sections of part II of sub-
chapter U of chapter 1 of such Code is amended by

adding at the end the following new item:

“See. 1395. General tax credit.”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1996.

SEC. 102. ELECTION OF FLAT TAX OPTION FOR ZONE AND
COMMUNITY BUSINESSES.

(a) IN GENERAL.—Part IT of subchapter U of chap-
ter 1 of the Internal Revenue Code of 1986, as amended
by section 101, is amended by adding at the end the fol-
lowing new section:

“SEC. 1395A. FLAT TAX OPTION.
“(a) IN GENERAL.—An enterprise zone business may

elect for any taxable year the flat tax option.

*S 1533 IS
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“(b) Frar Tax OpTiON.—For purposes of this sec-
tion, the term ‘flat tax option’ means, with respect to any
taxable year—

“(1) no credit otherwise allowable to the tax-
payer under this subchapter or part IV of sub-
chapter A shall be allowed,

“(2) part VI of subchapter A (relating to the
alternative minimum tax) shall not apply to the tax-
payer, and

“(3) section 11 shall apply to the taxpayer as
if amended to read as follows:

“‘SEC. 11. TAX IMPOSED ON BUSINESS ACTIVITIES.

“‘(a) Tax ImpOSED.—There is hereby imposed on
every person engaged in a business activity a tax equal
to 10 percent of the business taxable income of such per-
SOm.

“‘(b) LoaBiLITY FOR TAX.—The tax imposed by this
section shall be paid by the person engaged in the business
activity, whether such person is an individual, partnership,
corporation, or otherwise.

““(¢) BUSINESS TAXABLE INCOME.—For purposes of
this section—

“1) IN GENERAL.—The term ‘‘business tax-
able income” means gross active income reduced by

the deductions specified in subsection (d).

*S 1533 IS
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“42) GROSS ACTIVE INCOME.—

“Y(A) IN GENERAL.—For purposes of
paragraph (1), the term “gross active income”
means gross receipts from—

“‘(i) the sale or exchange of property
or services in the United States by any
person in connection with a business activ-
ity, and

“‘(11) the export of property or serv-
ices from the United States in connection
with a business activity.

“Y(B) EXCHANGES.

For purposes of this
section, the amount treated as gross receipts
from the exchange of property or services is the
fair market value of the property or services re-
ceived, plus any money received.

“4C) COORDINATION  WITH SPECIAL
RULES FOR FINANCIAL SERVICES, ETC.—Except
as provided in subsection (e)—

“f(1) the term “‘property” does not in-
clude money or any financial instrument,
and

“‘(11) the term ‘“‘services” does not in-

clude financial services.

*S 1533 IS
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“43) EXEMPTION FROM TAX FOR ACTIVITIES

OF GOVERNMENTAL ENTITIES AND TAX-EXEMPT OR-

GANIZATIONS.—For purposes of this section, the
term ‘“‘business activity” does not include any activ-
ity of a governmental entity or of any other organi-

zation which 1s exempt from tax under this chapter.

““(d) DEDUCTIONS.
“‘(1) IN GENERAL.—The deductions specified
in this subsection are—

“‘(A) the cost of business inputs for the
business activity,

“Y(B) wages (as defined in section 3121(a)
without regard to paragraph (1) thereof) which
are paid in cash for services performed in the
United States as an employee, and

“4(C) retirement contributions to or under
any plan or arrangement which makes retire-
ment distributions (as defined in section 63(¢))
for the benefit of such employees to the extent
such contributions are allowed as a deduction

under section 404.

““(2) BUSINESS INPUTS.
“Y(A) IN GENERAL.—For purposes of
paragraph (1), the term ‘“cost of business in-

puts” means—

*S 1533 IS
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“‘(i) the amount paid for property
sold or used in connection with a business
activity,

“‘(11) the amount paid for services
(other than for the services of employees,
including fringe benefits paid by reason of
such services) in connection with a busi-
ness activity, and

“f(11) any excise tax, sales tax, cus-
toms duty, or other separately stated levy
imposed by a Federal, State, or local gov-
ernment on the purchase of property or
services which are for use in connection
with a business activity.

Such term shall not include any tax imposed by

chapter 2 or 21.

“YB) EXCEPTIONS.—Such term shall not
mclude—

“‘(1) items described in subpara-

oraphs (B) and (C) of paragraph (1), and

“‘(11) items for personal use not in

connection with any business activity.

“4C) EXCHANGES.

For purposes of this
section, the amount treated as paid in connec-

tion with the exchange of property or services
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1s the fair market value of the property or serv-
ices exchanged, plus any money paid.

“le) SPECIAL RULES FOR FINANCIAL

In the case of

the business activity of providing financial intermediation
services, the taxable income from such activity shall be
equal to the value of the intermediation services provided

in such activity.

“Y(f) EXCEPTION FOR SERVICES PERFORMED AS

EMPLOYEE.—For purposes of this section, the term “‘busi-
ness activity’”’ does not include the performance of services

by an employee for the employee’s employer.

“‘(2) CARRYOVER OF EXCESS DEDUCTIONS.—

“‘(1) INn GENERAL.—If the ageregate deduc-
tions for any taxable year exceed the gross active in-
come for such taxable year, the amount of the de-
ductions specified in subsection (d) for the succeed-
ing taxable year (determined without regard to this
subsection) shall be increased by the sum of—

“‘(A) such excess, plus

“YB) the product of such excess and the
3-month Treasury rate for the last month of
such taxable year.

“Y2) 3-MONTH TREASURY RATE.—For pur-

poses of paragraph (1), the 3-month Treasury rate

*S 1533 IS
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is the rate determined by the Secretary based on the
average market yield (during any 1-month period se-
lected by the Secretary and ending in the calendar
month in which the determination is made) on out-
standing marketable obligations of the United States
with remaining periods to maturity of 3 months or
less.’

“(¢) ENTERPRISE ZONE BUSINESS.

For purposes of
this section, the term ‘enterprise zone business’ has the
meaning given to such term by section 1394(b)(3), except
that subsections (b)(6) and (¢)(5) of section 1397B shall
be applied by substituting ‘50 percent’ for ‘35 percent’.”.

(b) CONFORMING AMENDMENT.—The table of sec-
tions of part IT of subchapter U of chapter 1 of such Code,
as amended by section 101, is amended by adding at the

end the following new item:

“Sec. 1395A. Flat tax option.”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1996.

SEC. 103. EXCLUSION FOR CAPITAL GAINS ON CERTAIN IN-
VESTMENTS WITHIN ZONES AND COMMU-
NITIES.

(a) IN GENERAL.

Part II of subchapter U of chap-

ter 1 of the Internal Revenue Code of 1986, as amended

*S 1533 IS
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12
by sections 101 and 102, is amended by adding at the
end the following new section:
“SEC. 1395B. EXCLUSION FOR GAIN FROM ZONE OR COM-
MUNITY INVESTMENTS.

“(a) GENERAL RULE.—In the case of an individual,
oross income shall not include any qualified capital gain
recognized on the sale or exchange of a qualified zone
asset held for more than 5 years.

“(b) QUALIFIED ZONE ASSET.—For purposes of this
section—

“(1) IN GENERAL.—The term ‘qualified zone
asset” means—

“(A) any qualified zone stock,

“(B) any qualified zone property, and

“(C) any qualified zone partnership inter-
est.

“(2) QUALIFIED ZONE STOCK.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘qualified zone
stock” means any stock in a domestic corpora-
tion if—

“(1) such stock is acquired by the tax-
payer on original issue from the corpora-

tion solely in exchange for cash,

*S 1533 IS
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“(11) as of the time such stock was is-
sued, such corporation was an enterprise
zone business (or, in the case of a new cor-
poration, such corporation was being orga-
nized for purposes of being an enterprise
zone business), and

“(11) during substantially all of the
taxpayer’s holding period for such stock,
such corporation qualified as an enterprise

zone business.

“(B) REDEMPTIONS.—The term ‘qualified
zone stock’ shall not include any stock acquired
from a corporation which made a substantial
stock redemption or distribution (without a
bona fide business purpose therefor) in an at-
tempt to avoid the purposes of this section.

“(3) QUALIFIED ZONE PROPERTY.—

“(A) IN GENERAL.—The term ‘qualified
zone property’ has the meaning given to such
term by section 1397C, except that references
to empowerment zones shall be treated as in-

cluding references to enterprise communities.

“(4) QUALIFIED ZONE PARTNERSHIP INTER-

EST.—The term ‘qualified zone partnership interest’

means any interest in a partnership if—

*S 1533 IS
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“(A) such interest is acquired by the tax-
payer from the partnership solely in exchange
for cash,

“(B) as of the time such interest was ac-
quired, such partnership was an enterprise zone
business (or, in the case of a new partnership,
such partnership was being organized for pur-
poses of being an enterprise zone business), and

“(C) during substantially all of the tax-
payer’s holding period for such interest, such
partnership qualified as an enterprise zone
business.

A rule similar to the rule of paragraph (2)(B) shall
apply for purposes of this paragraph.
“(5) TREATMENT OF SUBSEQUENT PUR-

CHASERS.—The term ‘qualified zone asset’ includes

any property which would be a qualified zone asset
but for paragraph (2)(A)(i), section 1397(a)(1)(B),
or paragraph (4)(A) in the hands of the taxpayer if
such property was a qualified zone asset in the
hands of any prior holder.

“(6) 10-YEAR SAFE HARBOR.—If any property
ceases to be a qualified zone asset by reason of para-
oraph (2)(A)(iii), section 1397(a)(1)(C), or para-

eraph (4)(C) after the 10-year period beginning on

*S 1533 IS
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the date the taxpayer acquired such property, such
property shall continue to be treated as meeting the
requirements of such paragraph; except that the
amount of gain to which subsection (a) applies on
any sale or exchange of such property shall not ex-
ceed the amount which would be qualified capital
cain had such property been sold on the date of such
cessation.

“(7) TREATMENT OF ZONE OR COMMUNITY
TERMINATIONS.—The termination of any designa-
tion of an area as an empowerment zone or enter-
prise community shall be disregarded for purposes of
determining whether any property is a qualified zone
asset.

“(¢) OTHER DEFINITIONS AND SPECIAL RULES.

For purposes of this section—

“(1) ENTERPRISE ZONE BUSINESS.—For pur-
poses of this section, the term ‘enterprise zone busi-
ness’ has the meaning given to such term by section
1394(b)(3).”.

“(2) QUALIFIED CAPITAL GAIN.—Except as
otherwise provided in this subsection, the term
. : L :
qualified capital gain’” means any long-term capital

gain.

*S 1533 IS
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“(3) CERTAIN GAIN ON REAL PROPERTY NOT
QUALIFIED.—The term ‘qualified capital gain’ shall
not include any gain which would be treated as ordi-
nary income under section 1250 if section 1250 ap-
plied to all depreciation rather than the additional
depreciation.

“(4) GAIN ATTRIBUTABLE TO PERIODS AFTER
TERMINATION OF ZONE OR COMMUNITY DESIGNA-
TION NOT QUALIFIED.—The term ‘qualified capital
cain’ shall not include any gain attributable to peri-
ods after the termination of any designation of an
area as an empowerment zone or enterprise commu-
nity.

“(d) TREATMENT OF PASS-THRU ENTITIES.

“(1) SALES AND EXCHANGES.—Gain on the
sale or exchange of an interest in a pass-thru entity
held by the taxpayer (other than an interest in an
entity which was an enterprise zone business during
substantially all of the period the taxpayer held such
interest) for more than 5 years shall be treated as
cain described in subsection (a) to the extent such
cain 1s attributable to amounts which would be
qualified capital gain on qualified zone assets (deter-
mined as if such assets had been sold on the date

of the sale or exchange) held by such entity for more

*S 1533 IS
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than 5 years and throughout the period the taxpayer
held such interest. A rule similar to the rule of para-
oraph (2)(B) shall apply for purposes of the preced-

ng sentence.

“(2) DISTRIBUTIONS.

“(A) IN GENERAL.—Any amount included
in income by reason of holding an interest in a
pass-thru entity (other than an entity which
was an enterprise zone business during substan-
tially all of the period the taxpayer held the in-
terest to which such inclusion relates) shall be
treated as gain described in subsection (a) if
such amount meets the requirements of sub-
paragraph (B).

“(B) REQUIREMENTS.—An amount meets
the requirements of this subparagraph if—

“(1) such amount is attributable to
cain on the sale or exchange by the pass-
thru entity of property which is a qualified
zone asset in the hands of such entity and
which was held by such entity for the pe-
riod required under subsection (a), and

“(i1) such amount is includible in the
oross income of the taxpayer by reason of

the holding of an interest in such entity

*S 1533 IS
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1 which was held by the taxpayer on the date
2 on which such pass-thru entity acquired
3 such asset and at all times thereafter be-
4 fore the disposition of such asset by such
5 pass-thru entity.

6 “(C) LIMITATION BASED ON INTEREST
7 ORIGINALLY HELD BY TAXPAYER.—Subpara-
8 oeraph (A) shall not apply to any amount to the
9 extent such amount exceeds the amount to
10 which subparagraph (A) would have applied if
11 such amount were determined by reference to
12 the Interest the taxpayer held in the pass-thru
13 entity on the date the qualified zone asset was
14 acquired.
15 “(3) PAass-TiiRU ENTITY.—For purposes of this
16 subsection, the term ‘pass-thru entity’ means—
17 “(A) any partnership,
18 “(B) any S corporation,
19 “(C) any regulated investment company,
20 and
21 “(D) any common trust fund.
22 “(e) SALES AND KEXCHANGES OF INTERESTS IN

23 PARTNERSHIPS AND S CORPORATIONS WHICH ARE

24 QUALIFIED ZONE BUSINESSES.—In the case of the sale

25 or exchange of an interest in a partnership, or of stock

*S 1533 IS
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in an S Corporation, which was an enterprise zone busi-
ness during substantially all of the period the taxpayer
held such interest or stock) is an enterprise zone business,
the amount of qualified capital gain shall be determined
without regard to—

“(1) any intangible, and any land, which is not
an integral part of any qualified business (as defined
in section 1397B(d)), and

“(2) gain attributable to periods before the des-
ignation of an area as an empowerment zone or en-
terprise community.

“(f) CERTAIN TAX-FREE AND OTHER TRANSFERS.

For purposes of this section—
“(1) IN GENERAL.—In the case of a transfer of
a qualified zone asset to which this subsection ap-
plies, the transferee shall be treated as—
“(A) having acquired such asset in the
same manner as the transferor, and
“(B) having held such asset during any
continuous period immediately preceding the
transfer during which it was held (or treated as
held under this subsection) by the transferor.
“(2) TRANSFERS TO WHICH SUBSECTION AP-

PLIES.

This subsection shall apply to any trans-

fer—

*S 1533 IS
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“(A) by gift,

“(B) at death, or

“(C) from a partnership to a partner
thereof of a qualified zone asset with respect to
which the requirements of subsection (d)(2) are
met at the time of the transfer (without regard
to the 5-year holding requirement).

“(3) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of section 1244(d)(2) shall
apply for purposes of this section.”.

(b) CONFORMING AMENDMENTS.

(1) Section 172(d)(2)(B) of the Internal Reve-

nue Code of 1986 (relating to modifications with re-
spect to net operating loss deduction) is amended by
striking ““section 1202”7 and inserting ‘“‘sections
1202 and 1395B"".

(2) Paragraph (4) of section 642(c¢) of such
Code (relating to adjustments) is amended by insert-
ing “or 1395B(a)” after “section 1202(a)” and by
inserting “or 1395B” after “‘section 1202”.

(3) Paragraph (3) of section 643(a) of such
Code (defining distributable net income) is amended
by striking “section 1202”7 and inserting ‘‘sections

1202 and 1395B".

*S 1533 IS
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(4) Paragraph (4) of section 691(c¢) of such
Jode (relating to coordination with capital gain pro-
visions) is amended by striking “1202, and 12117
and inserting “1202, 1395B, and 1211".

(5) The second sentence of paragraph (2) of
section 871(a) of such Code (relating to capital
cains of aliens present in the United States 183
days or more) is amended by inserting “‘or 1395B”
after “section 1202,

(6) The table of sections of part II of sub-
chapter U of chapter 1 of such Code, as amended
by sections 101 and 102, is amended by adding at

the end the following new item:

“Sec. 1395B. Exclusion for gain from zone or community invest-
ments.”.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1996.

SEC. 104. INCREASE IN EXPENSING UNDER SECTION 179
FOR BUSINESSES IN ZONES AND COMMU-
NITIES.

(a) IN GENERAL.

Part II of subchapter U of chap-
ter 1 of the Internal Revenue Code of 1986, as amended
by sections 101, 102, and 103, is amended by adding at

the end the following new section:

*S 1533 IS
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“SEC. 1395C. INCREASE IN EXPENSING UNDER SECTION 179.

“(a) GENERAL RULE.—In the case of an enterprise

zone business, for purposes of section 179—
“(1) the hmitation under section 179(b)(1)
shall be mereased by the lesser of—
“(A) $35,000, or
“(B) the cost of section 179 property
which is qualified zone property placed in serv-
ice during the taxable year, and
“(2) the amount taken into account under sec-
tion 179(b)(2) with respect to any section 179 prop-
erty which 1s qualified zone property shall be 50 per-
cent of the cost thereof.

“(b) RECAPTURE.—Rules similar to the rules under
section 179(d)(10) shall apply with respect to any quali-
fied zone property which ceases to be used in an
empowerment zone or enterprise community by an enter-
prise zone business.

“(¢) ENTERPRISE ZONE BUSINESS.

For purposes of
this section, the term ‘enterprise zone business’ has the
)

meaning given to such term by section 1394(b)(3).”.

(b) CONFORMING AMENDMENTS.

(1) The table of sections of part II of sub-
chapter U of chapter 1 of the Internal Revenue Code

of 1986, as amended by sections 101, 102, and 103,

*S 1533 IS



N

© 00 N O 0o b~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

23

is amended by adding at the end the following new

item:

“Sec. 1395C. Increase in expensing under section 179.”.

(2) Part III of subchapter U of chapter 1 of
such Code is amended by striking subpart B and by
redesignating subpart C as subpart B.

(3) The table of subparts of part III of such
subchapter 1s amended by striking the item relating
to subpart B and by redesignating the item relating
to subpart C as subpart B.

(¢) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years beginning after
December 31, 1996.

SEC. 105. TAX-FREE DIVIDENDS RECEIVED FROM ENTER-
PRISE ZONE BUSINESSES.

(a) CORPORATIONS.—Section 243(a) of the Internal

Revenue Code of 1986 (relating to dividends received by
corporations) is amended—
(1) by striking “and’ at the end of paragraph
(2),
(2) by striking the period at the end of para-
eraph (3) and inserting ‘; and”, and
(3) by adding at the end the following new
paragraph:
“(4) 100 percent in the case of dividends re-

ceived from an enterprise zone business.”.

*S 1533 IS



24
(b) TAXPAYERS OTHER THAN CORPORATIONS.—

(1) IN GENERAL.—Part III of subchapter B of
chapter 1 of the Internal Revenue Code of 1986 (re-
lating to items specifically excluded for gross in-
come) is amended by redesignating section 137 as
section 138 and by inserting after section 136 the
following new section:

“SEC. 137. EXCLUSION OF CERTAIN DIVIDENDS RECEIVED

© 00 N O 0o B~ W N PP

BY INDIVIDUALS.

=
o

“(a) ExcLusioN FrRoM GROSS INCOME.—Gross in-

 —
[

come does not include amounts received by an individual
12 as dividends from enterprise zone businesses.
13 “(b) CERTAIN DIVIDENDS EXCLUDED.—Subsection

14 (a) shall not apply to any dividend from—

15 “(1) a corporation which, for the taxable year
16 of the corporation in which the distribution is made,
17 or for the next preceding taxable year of the cor-
18 poration, 1s a corporation exempt from tax under
19 section 501 (relating to certain charitable, ete., orga-
20 nizations) or section 521 (relating to farmers’ coop-
21 erative associations); or

22 “(2) a real estate investment trust which, for
23 the taxable year of the trust in which the dividend
24 is paid, qualifies under part II of subchapter M (sec.
25 856 and following).
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“(¢) SPECIAL RULES FOR CERTAIN DISTRIBU-

For purposes of subsection (a)—

“(1) Any amount allowed as a deduction under
section 591 (relating to deduction for dividends paid
by mutual savings banks, ete.) shall not be treated
as a dividend.

“(2) A dividend received from a regulated in-
vestment company shall be subject to the limitations
prescribed in section 854.

“(3) The amount of dividends properly allocable
to a beneficiary under section 652 or 662 shall be
deemed to have been received by the beneficiary rat-
ably on the same date that the dividends were re-
ceived by the estate or trust.”.

(2) CONFORMING AMENDMENT.—The table of
sections for such part III is amended by striking the
item relating to section 137 and inserting the follow-

Ing new items:

“See. 137. Exclusion of certain dividends received by individuals.
“See. 138. Cross reference to other Acts.”.

(¢) EFFECTIVE DATE.—The amendments made by

this section shall apply to taxable years beginning after
December 31, 1996.

SEC. 106. WORK OPPORTUNITY TAX CREDIT.

(a) AMOUNT OF CREDIT.—Subsection (a) of section

51 of the Internal Revenue Code of 1986 (relating to
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amount of credit) is amended by striking “40 percent”
and inserting “35 percent’’.

(b) QUALIFIED WAGES.—Paragraph (3) of section

51(b) of the Internal Revenue Code of 1986 (defining
qualified wages) is amended by striking “$6,000” both

places it appears and inserting “$12,000".

(¢) MEMBERS OF TARGETED GROUPS.—Subsection
(d) of section 51 of the Internal Revenue Code of 1986
1s amended to read as follows:

“(d) MEMBERS OF TARGETED GROUPS.—For pur-
poses of this subpart—

“(1) IN GENERAL.—An individual is a member

of a targeted group if such individual 15—

“(A) a qualified IV-A recipient,

(44

B) a qualified veteran,

¢

(
(
(C) a high-risk youth,
“(D) a vocational rehabilitation referral, or

“(E) a qualified summer youth employee.
“(2) QUALIFIED IV—A RECIPIENT.—

“(A) IN GENERAL.—The term ‘qualified
IV=A recipient’ means any individual who is
certified by the designated local agency as being

a member of a family receiving assistance under

a IV-A program for at least a 9-month period
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ending during the 9-month period ending on the
hiring date.

“(B) IV=A PROGRAM.—FKor purposes of
this paragraph, the term ‘IV=A program’ means
any program providing assistance under a State
plan approved under part A of title IV of the
Social Security Act (relating to assistance for
needy families with minor children) and any
sucecessor of such program.

“(3) QUALIFIED VETERAN.—

“(A) IN GENERAL.—The term ‘qualified
veteran’” means any veteran who is certified by
the designated local agency as being—

“(1) a member of a family receiving
assistance under a IV=A program (as de-
fined in paragraph (2)(B)) for at least a 9-
month period ending during the 12-month
period ending on the hiring date, or

“(i1) a member of a family receiving
assistance under a food stamp program
under the Food Stamp Act of 1977 for at
least a 3-month period ending during the
12-month period ending on the hiring date.
“(B) VETERAN.—For purposes of subpara-

oraph (A), the term ‘veteran’ means any indi-
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vidual who 1s certified by the designated local

agency as—

“(1)(I) having served on active duty
(other than active duty for training) in the
Armed Forces of the United States for a
period of more than 180 days, or

“(IT) having been discharged or re-
leased from active duty in the Armed
Forces of the United States for a service-
connected disability, and

“(i1) not having any day during the
60-day period ending on the hiring date
which was a day of extended active duty in

the Armed Forces of the United States.

For purposes of clause (ii), the term ‘extended

active duty’ means a period of more than 90
days during which the individual was on active
duty (other than active duty for training).

“(4) HIGH-RISK YOUTH.—

“(A) IN GENERAL.—The term ‘high-risk

youth’” means any individual who is certified by

the designated local agency:
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“(i1) as having his principal place of
abode within an empowerment zone or en-

terprise community.
“(B) YOUTH MUST CONTINUE TO RESIDE
IN ZONE.—In the case of a high-risk youth, the
term ‘qualified wages’ shall not include wages
paid or incurred for services performed while
such youth’s principal place of abode is outside
an empowerment zone or enterprise community.

“(5)  VOCATIONAL REHABILITATION REFER-

RAL.—The term ‘vocational rehabilitation referral’
means any individual who 1is certified by the des-

ignated local agency as—

“(A) having a physical or mental disability
which, for such individual, constitutes or results
in a substantial handicap to employment, and

“(B) having been referred to the employer
upon completion of (or while receiving) rehabili-
tative services pursuant to—

“(1) an individualized written rehabili-
tation plan under a State plan for voca-
tional rehabilitation services approved

under the Rehabilitation Act of 1973, or
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“(i1) a program of vocational rehabili-
tation carried out under chapter 31 of title
38, United States Code.
“(6) QUALIFIED SUMMER YOUTH EMPLOYEE.—

“(A) IN GENERAL.—The term ‘qualified
summer youth employee’ means any individ-
ual—

“(1) who performs services for the em-
ployer between May 1 and September 15,

“(11) who 1s certified by the designated
local agency as having attained age 16 but
not 18 on the hiring date (or if later, on
May 1 of the calendar year involved),

“(i11) who has not been an employee
of the employer during any period prior to
the 90-day period described i subpara-
oraph (B)(1), and

“(iv) who 1is certified by the des-
ignated local agency as having his principal
place of abode within an empowerment
zone or enterprise community.

“(B) SPECIAL RULES FOR DETERMINING
AMOUNT OF CREDIT.—For purposes of applying
this subpart to wages paid or incurred to any

qualified summer youth employee—
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“(1) subsection (b)(2) shall be applied
by substituting ‘any 90-day period between
May 1 and September 15’ for ‘the 1-year
period beginning with the day the individ-
ual begins work for the employer’, and

“(i1) subsection (b)(3) shall be applied
by substituting ‘$3,000” for ‘$6,000’.

The preceding sentence shall not apply to an in-

dividual who, with respect to the same em-

ployer, is certified as a member of another tar-

oeted group after such individual has been a

qualified summer youth employee.

“(C) YouTH MUST CONTINUE TO RESIDE

IN ZONE.—Paragraph (4)(B) shall apply for

purposes of this paragraph.

“(7) HIRING DATE.—The term ‘hiring date’
means the day the individual is hired by the em-
ployer.

“(8) DESIGNATED LOCAL AGENCY.—The term
‘designated local agency’ means a State employment
security agency established in accordance with the
Act of June 6, 1933, as amended (29 U.S.C. 49—
49n).

“(9) SPECIAL RULES FOR CERTIFICATIONS.
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“(A) IN GENERAL.—An individual shall

not be treated as a member of a targeted group

unless—

“(1) on or before the day on which
such individual begins work for the em-
ployer, the employer has received a certifi-
cation from a designated local agency that
such individual is a member of a targeted
aroup, or

“(1)(I) on or before the day the indi-
vidual is offered employment with the em-
ployer, a pre-screening notice 1s completed
by the employer with respect to such indi-
vidual, and

“(IT) not later than the 14th day after
the individual begins work for the em-
ployer, the employer submits such notice,
signed by the employer and the individual
under penalties of perjury, to the des-
ignated local agency as part of a written
request for such a certification from such

agency.

For purposes of this paragraph, the term ‘pre-
screening notice’ means a document (in such

form as the Secretary shall preseribe) which
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1 contains information provided by the individual
2 on the basis of which the employer believes that
3 the individual 1s a member of a targeted group.
4 “(B) INCORRECT CERTIFICATIONS.—If—
5 “(1) an individual has been certified
6 by a designated local agency as a member
7 of a targeted group, and
8 “(11) such certification is incorrect be-
9 cause 1t was based on false information
10 provided by such individual,
11 the certification shall be revoked and wages
12 paid by the employer after the date on which
13 notice of revocation is received by the employer
14 shall not be treated as qualified wages.
15 “(C) EXPLANATION OF DENIAL OF RE-
16 QUEST.—If a designated local agency denies a
17 request for certification of membership in a tar-
18 cgeted group, such agency shall provide to the
19 person making such request a written expla-
20 nation of the reasons for such denial.”.
21 (d) MintmuM EMPLOYMENT PERIOD.—Paragraph

22 (3) of section 51(i) of the Internal Revenue Code of 1986
23 (relating to certain individuals ineligible) is amended to

24 read as follows:
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“(3) INDIVIDUALS NOT MEETING MINIMUM EM-
PLOYMENT PERIOD.—No wages shall be taken into
account under subsection (a) with respect to any in-
dividual unless such individual either—
“(A) is employed by the employer at least
180 days (20 days in the case of a qualified
summer youth employee), or
“(B) has completed at least 500 hours
(120 hours in the case of a qualified summer
yvouth employee) of services performed for the
employer.”.

(e) TERMINATION.—Paragraph (4) of section 51(c¢)

of the Internal Revenue Code of 1986 (relating to wages

14 defined) is amended to read as follows:

15
16
17
18
19
20
21
22
23
24
25

“(4) TERMINATION.—The term ‘wages’ shall
not include any amount paid or incurred to an indi-
vidual who begins work for the employer—

“(A) after December 31, 1994, and before

January 1, 1996, or

“(B) after December 31, 1996.”.
(f) REDESIGNATION OF CREDIT.—

(1) Sections 38(b)(2) and 51(a) of the Internal
Revenue Code of 1986 are each amended by striking
“targeted jobs credit” and inserting “work oppor-

tunity credit”.
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(2) The subpart heading for subpart F of part
IV of subchapter A of chapter 1 of such Code is
amended by striking “Targeted Jobs Credit”
and inserting “Work Opportunity Credit”.

(3) The table of subparts for such part IV is
amended by striking “‘targeted jobs credit” and in-
serting “work opportunity credit”.

(4) The heading for paragraph (3) of section
1396(c) of such Code is amended by striking “TAR-
GETED JOBS CREDIT” and inserting “WORK OPPOR-

TUNITY CREDIT” .

(f) TECHNICAL AMENDMENTS.
(1) Paragraph (1) of section 51(¢) of the Inter-
nal Revenue Code of 1986 is amended by striking “,
subsection (d)(8)(D),”.
(2) Paragraph (3) of section 51(i) of such Code
is amended by striking “(d)(12)” each place it ap-
pears and inserting “(d)(6)”.

() EFFECTIVE DATE.—The amendments made by

20 this section shall apply to individuals who begin work for

21 the employer after December 31, 1996.
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Subtitle B—Contracting Set-Aside
Reform
SEC. 111. AMENDMENTS TO THE SMALL BUSINESS ACT.
(a) FINDINGS AND PURPOSES.—Section 2 of the
Small Business Act (15 U.S.C. 631) is amended—
(1) by striking subsection (f);
(2) by redesignating subsections () through (i)
as subsections (f) through (h), respectively; and
(3) in subsection (2)(1)(II), as redesignated, by
striking “‘socially and”.

Q

(b) DEFINITIONS.—Section 3 of the Small Business

Act (15 U.S.C. 632) is amended by adding at the end the
following new subsection:

“(0) ECONOMICALLY DISADVANTAGED.—For pur-
poses of this Act, the terms ‘economically disadvantaged
small business concern’ and ‘economically disadvantaged
individual’ have the same meanings as in section 8(a).”.

Section

(¢) ADMINISTRATION OF PROGRAMS.
4(b)(1) of the Small Business Act (15 U.S.C. 633(b)(1))
1s amended by striking the sixth sentence.

(d)  GUARANTEED  LOAN  PROGRAM.—Section
7(a)(20)(A) of the Small Business Act (15 U.S.C.
636(a)(20)(A)) is amended by striking “subsection (j)(10)

and”’.
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(e) FINANCIAL ASSISTANCE FOR PROJECTS PROVID-
ING TECHNICAL OR MANAGEMENT ASSISTANCE.—Section
7(j) of the Small Business Act (15 U.S.C. 636(j)) is

amended—
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(1) in paragraph (1), by striking “sections 7(i),
7(3)(10), and” and inserting ‘“‘subsection (i) of this
section and section’’;

(2) in paragraph (2)(C), by striking ‘‘sections
7(1), 7(3)(10), and” and inserting ‘“‘subsection (i) of
this section and section’’;

(3) by striking paragraph (4) and inserting the
following:

“(4) PREFERENCE.—In carrying out this sub-
section, the Administrator shall give preference to
projects that promote the training and hiring by
small business concerns of economically disadvan-
taged individuals.”;

(4) by striking paragraph (10);

(5) by redesignating paragraph (11) as para-
oraph (8) and inserting it immediately after para-
oraph (7);

(6) 1n paragraph (8), as redesignated—

(A) in subparagraph (A)—
(1) by striking “(A)”; and
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(i) by striking “‘and small business
concerns’’ and all that follows before the
period; and

(B) by striking subparagraphs (B) through

(I); and

(7) by striking paragraphs (12) through (16).

(f) PROCUREMENT CONTRACTS.—Section 8(a) of the

Small Business Act (15 U.S.C. 637(a)) is amended—

(1) in paragraph (1)—

44

(A) in subparagraph (B), by striking “‘so-

cially and”’;

(B) in subparagraph (C)—

(1) by moving the margins 2 ems to
the left; and

(i1) by striking “a small business con-
cern owned and controlled by socially and
economically disadvantaged individuals”
and inserting ‘“‘an economically disadvan-
taged small business concern”; and

(C) in subparagraph (D)(ii), by striking

“Associate  Administrator for Minority Small

Business and Capital Ownership Development”

and inserting ‘“Administrator’’;

(2) by striking paragraphs (4) through (6) and

inserting the following:
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“(4) APPLICATIONS; REQUIRED CERTIFICATIONS.—
Each small business concern seeking assistance under this
subsection shall, for each contract with respect to which
such assistance is sought, submit an application to the Ad-
ministrator, which shall include—
“(A) a written certification that—

“(1) the small business concern meets the
requirements of paragraphs (5) and (6), and
expects to continue to meet those requirements
during the term of the contract at issue;

“(i1) not less than 30 percent of the con-
tract at issue will be performed by economically
disadvantaged individuals employed by the
small business concern; and

“() during the term of the contract at
i1ssue, the small business concern will not termi-
nate the employment of any economically dis-
advantaged individual employed by the small
business concern or any individual employed by
the small business concern who resides in any
area described in paragraph (5)(B)(i), except
for just cause; and
“(B) such documentation as the Administrator

may require, in order to verify the status of the
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small business concern as an economically disadvan-

taged small business concern, including—

“(1) relevant tax forms and information;

“(11) a copy of the birth certificates of de-
pendent children of economically disadvantaged
individuals employed by the small business con-
cern; and

“() sworn affidavits from economically
disadvantaged individuals employed by the
small business concern necessary to verify the
status of those individuals as economically dis-
advantaged individuals.

“(5) ECONOMICALLY DISADVANTAGED SMALL BUSI-
NESS CONCERN.—For purposes of this subsection, the
term ‘economically disadvantaged small business concern’
means—

“(A) a small business concern, if not less than

35 percent of the employees of the small business

concern, who are employed by the small business

concern as of the date on which the application is
submitted under paragraph (4), and who were hired
by the small business concern during the 5-year pe-
riod preceding the date on which the small business
concern submits an application for assistance under

this subsection, were economically disadvantaged in-
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dividuals, as of the date on which those employees
were hired by the small business concern; or

“(B) a small business concern, the operations
and facilities of which are predominately located in
an area nominated before the date of enactment of
the Community Renewal and Economic Opportunity
Act for designation—

“(1) under section 1391 of the Internal
Revenue Code of 1986 as an empowerment zone
or enterprise community (whether or not so
designated); or

“(11) under section 701 of the Housing and
Community Development Act of 1987 as an en-
terprise zone (whether or not so designated).

“(6) KECONOMICALLY DISADVANTAGED INDIVID-
UAL.—

“(A) DEFINITION.—For purposes of this sub-
section, the term ‘economically disadvantaged indi-
vidual’ means an individual who is a United States
citizen, having a net financial worth of not more
than $2,000—

“(i) who, as of the date on which the indi-
vidual was hired by the small business con-

cern—
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“(I) was not claimed as a dependent
on any Federal or State income tax return
filed for the 4 taxable years preceding that
date; and

“(IT) earned a mnet monthly income
that did not exceed 100 percent of the pov-
erty line (as that term is defined in section
673 of the Community Service Block
Grant Act (42 U.S.C. 9902)), both during
the 1-year period preceding that date, and
during not less than 3 of the 4 taxable
years immediately preceding that date; or

“(11) who, as of the date on which the indi-

vidual was hired by the small business con-
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cern—

“(I) was not claimed as a dependent
on any Federal or State income tax return
filed for the taxable year preceding that
date;

“(IT) earned a net monthly income
that did not exceed 100 percent of the pov-
erty line (as that term is defined in section
673 of the Community Service Block
Grant Act (42 U.S.C. 9902)) during the 1-

year period preceding that date; and
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1 “(III) had one or more dependents
2 who were 18 years of age or younger.

3 “(B) CALCULATION OF NET FINANCIAL
4 WORTIH.—In calculating the net financial worth of
5 an individual for purposes of subparagraph (A), the
6 administrator shall—

7 “(i) include the fair market value of any
8 checking or savings accounts, cash, stocks,
9 bonds, and any other personal property of the
10 individual;
11 “(i1) exclude any equity of the individual in
12 the primary personal residence of the individual
13 or in the furnishings of that residence; and
14 “() establish procedures for calculating
15 the value of any motor vehicle owned by the in-
16 dividual.”;
17 (3) by striking paragraph (8) and inserting the
18 following:
19 “(7) PREFERENCES.—In awarding contracts under

20 this subsection, the administrator shall establish a system
21 that gives preference to economically disadvantaged small
22 Dbusiness concerns—

23 “(A) more than 35 percent of the employees of

24 which are economically disadvantaged individuals; or
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“(B) not less than 35 percent of the ownership

of which is vested 1n one or more individuals who re-

)

(4) in paragraph (10), in the second sentence,

by striking “for certification”;

(5) in paragraph (12)—

(A) by striking subparagraphs (A) and (B)
and redesignating subparagraphs (C) through
(F) as subparagraphs (A) through (D);

(B) in subparagraph (B), as redesignated,
by striking ‘“‘subparagraph (C)” and inserting
“subparagraph (A)”; and

(C) in subparagraph (C), as redesignated,
by striking ‘“‘subparagraph (D)” and inserting
“subparagraph (B)”’;

(6) in paragraph (16)(A)—

(A) by striking “Program Participant”
each place that term appears and inserting
“small business concern’’;

(B) in clause (i), by adding “‘and” at the
end;

(C) in clause (ii), by striking ““; and” and
inserting a period; and

(D) by striking clause (iii);

(7) in paragraph (18)—
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(A) in subparagraph (A)—

(i) by striking “Program Participant”
the second place that term appears and in-
serting ‘“‘small business concern’’;

(i1) by striking “Program Participant”
the first place that term appears and in-
serting ‘“‘small business concern receiving
assistance under this subsection’;

(iii) by striking “‘Program Partici-
pants” and inserting ‘“‘small business con-
cerns’’; and

(iv) by striking “, section 7(j)(10),”;
and
(B) in subparagraph (C)(i1)—

(1) by striking subclause (III), and re-
designating subclauses (IV) and (V) as
subclauses (IIT) and (IV), respectively; and

(i1) in subclause (III), as redesig-
nated, by striking “or section 7(j)(10)";

(8) in paragraph (21)—
(A) by striking “(A) Subject to the provi-

)

sions of subparagraph (B), a” and inserting

“Kach”; and
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(B) by striking ‘““‘Notwithstanding the pro-
visions” and all that follows through the end of
the paragraph;

(9) by striking paragraph (9) and redesignating
paragraphs (10) through (12) as paragraphs (9)
through (11), respectively;

(10) by striking paragraph (13) and redesignat-
ing paragraph (14) as paragraph (12);

(11) by striking paragraph (15) and redesignat-
ing paragraphs (16) through (19) as paragraphs
(13) through (16), respectively;

(12) by striking paragraph (20) and redesignat-
ing paragraph (21) as paragraph (17); and

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

“(18) ANNUAL REPORT.—The Administrator shall

annually submit a report to the Congress, which shall in-
clude the following with respect to the fiscal year imme-

diately preceding submission of the report:

“(A) COSTS AND BENEFITS.

A description and
estimate of the benefits and costs that have acerued
to the economy and the Federal Government during
that fiscal year due to the operations of those small

business concerns that were performing contracts
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awarded pursuant to this subsection during that fis-

cal year.

“(B) LIST OF PARTICIPANTS.—A list of all
small business concerns receiving assistance under
this subsection during that fiscal year identifying, by
State and by Region, the dollar amount of advance
payments received by each small business concern
pursuant to contracts awarded under this sub-
section, and a description including (if appropriate)
an estimate of the dollar value of all benefits re-
ceived by each small business concern pursuant to
section 7(a)(20) during that fiscal year.

“(C) TOTAL VALUE OF CONTRACTS AND OP-
TIONS AWARDED.—The total dollar value of con-
tracts and options awarded under this subsection
during that fiscal year, and such amount expressed
as a percentage of total sales of all small business
concerns receiving assistance under this subsection
during that fiscal year.

“(D) VALUE OF CONTRACTS AND OPTIONS
AWARDED BY STANDARD INDUSTRIAL CLASSIFICA-
TION CODE.—The total dollar value of contracts and
options awarded under this subsection during that
fiscal year, at such dollar increments as the Admin-

istrator deems appropriate, for each 4-digit standard
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industrial classification code under which such con-
tracts and options were classified.

“(E) ADDITIONAL RESOURCES.—A description
of such additional resources as may be required to
provide the types of services needed over the suc-
ceeding 2-year period to service the projected port-
folio of small business concerns receiving assistance

under this subsection.”.

(2) PERFORMANCE OF CONTRACTS.—Section 8(d) of

the Small Business Act (15 U.S.C. 637(d)) is amended—

(1) in paragraph (1)—

(A) in the first sentence, by striking
small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals, and small business concerns owned and
controlled by women,” and inserting “‘and eco-
nomically disadvantaged small business con-
cerns’’; and

(B) in the second sentence, by striking
small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals, and small business concerns owned and
controlled by women” and inserting “and eco-
nomically disadvantaged small business con-

cerns’’;
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(2) in paragraph (3)—

(A) in subparagraph (A), by striking
small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals, and small business concerns owned and
controlled by women” each place that term ap-
pears and inserting ‘“‘and economically dis-
advantaged small business concerns’;

(B) by striking subparagraphs (C) and (D)
and inserting the following:

“(C) For purposes of this contract, the terms

‘small business concern’ and ‘economically disadvan-
taged small business concern’ have the same mean-

ings as in section 3 of the Small Business Act.”;

(C) by redesignating subparagraph (E) as
subparagraph (D); and

(D) in subparagraph (D), as redesignated,
by striking *, a small business concern owned
and controlled by socially and economically dis-
advantaged individuals, or a small business con-
cern owned and controlled by women” and in-
serting “‘or an economically disadvantaged small
business concern’’;

(3) in paragraph (4)—
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(A) in subparagraph (D), by striking *,
small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals, and small business concerns owned and
controlled by women” and inserting “and eco-
nomically disadvantaged small business con-
cerns’’; and

(B) in subparagraph (E), by striking
“small business concerns owned and controlled
by socially and economically disadvantaged indi-

(X3

viduals” and all that follows through ‘“‘women”
and inserting ‘“‘economically disadvantaged
small business concerns’;

(4) in paragraph (6), by striking subparagraph
(A) and inserting the following:

“(A) percentage goals for the utilization as sub-
contractors of small business concerns and economi-
cally disadvantaged small business concerns;”’; and

(5) in paragraph (10)(B), by striking *, small
business concerns owned and controlled by socially
and economically disadvantaged individuals, and
small business concerns owned and controlled by

women’’ and inserting ‘“‘and economically disadvan-

taged small business concerns’.
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(h) Poricy DIRECTIVES.—Section 9(3)(2)(F) of the

2 Small Business Act (15 U.S.C. 638()(2)(F)) is amend-

3 ed—

(1) by striking “socially and’’; and

(2) by striking *, as defined in section

)

8(a)(4),”.
(1) AWARDS OR CONTRACTS.—Section 15 of the

Small Business Act (15 U.S.C. 644) is amended—

(1) in subsection (2)(1)—

(A) by striking ““, small business concerns
owned and controlled by socially and economi-
cally disadvantaged individuals, and small busi-
ness concerns owned and controlled by women”
each place that term appears and inserting
“and economically disadvantaged small business
concerns’’;

(B) in the third sentence, by striking
“small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals” and inserting “‘economically disadvan-
taged small business concerns’; and

(C) by striking the fourth sentence;

(2) in subsection (g)(2)—
(A) in the first sentence, by striking *,, by

small business concerns owned and controlled
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by socially and economically disadvantaged indi-
viduals, and by small business concerns owned
and controlled by women” and inserting “and
by economically disadvantaged small business
concerns’’;

(B) in the second sentence, by striking
small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals, and small business concerns owned and
controlled by women” and inserting “and eco-
nomically disadvantaged small business con-
cerns’’; and

(C) in the fourth sentence, by striking
“small business concerns owned and controlled
by socially and economically disadvantaged indi-
viduals and participation by small business con-
cerns owned and controlled by women” and in-
serting “economically disadvantaged small busi-
ness concerns’’; and
(3) m subsection (h)—

(A) by striking ““, small business concerns
owned and controlled by socially and economi-
cally disadvantaged individuals, and small busi-
ness concerns owned and controlled by women”

each place that term appears and inserting
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1 “and economically disadvantaged small business
2 concerns’’; and

3 (B) in paragraph (2)—

4 (1) In subparagraph (D)(i1), by strik-
5 ing “‘small business concerns owned and
6 controlled by socially and economically dis-
7 advantaged individuals” and inserting
8 “economically disadvantaged small busi-
9 ness concerns’’; and
10 (11) by striking subparagraph (I').
11 (j) OFFENSES AND PENALTIES.—Section 16 of the
12 Small Business Act (15 U.S.C. 645) is amended—
13 (1) in subsection (d)(1)—
14 (A) by striking ““, a ‘small business con-
15 cern owned and controlled by socially and eco-
16 nomically disadvantaged individuals’” and all
17 that follows through “women’” and inserting
18 “or an ‘economically disadvantaged small busi-
19 ness concern’”’; and
20 (B) in subparagraph (D), by striking “sec-
21 tion 8(d)” and inserting ‘“‘subsection (a) or (d)
22 of section 8(a) of this Act”’;
23 (2) in subsection (e), by striking *, a ‘small
24 business concern owned and controlled by socially
25 and economically disadvantaged individuals’”” and all
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" and inserting “‘or an

that follows through “women’’
‘economically disadvantaged small business con-
cern’”’; and

(3) by striking subsection (f).

SEC. 112. TECHNICAL AND CONFORMING AMENDMENTS IN
OTHER LAW.
(a) TrrLE 10, UNITED STATES CODE.—Section 2323
of title 10, United States Code, is amended—

(1) in subsection (a)(1), by striking subpara-
oraph (A) and inserting the following:

“(A) economically disadvantaged small business
concerns, including mass media and advertising
firms;”’;

(2) in subsection (f), by striking ‘“‘a small busi-
ness concern owned and controlled by a minority”

“an economically disadvantaged small

and inserting
business concern’’;
(3) 1 subsection (1)(3)—

(A) in subparagraph (B), by striking ‘“not
owned and controlled by socially and economi-
cally disadvantaged individuals” and inserting
“that are not economically disadvantaged small

business concerns’’; and

(B) by striking subparagraph (C); and
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(4) m subsection (j), by adding at the end the
following new paragraph:

“(3) The term ‘economically disadvantaged
small business concern’ has the same meaning as in
section 8(a) of the Small Business Act.”.

(b) FEDERAL HOME LOAN BANK AcCT.—Section
21A(b)(13) of the Federal Home Loan Bank Act (12
U.S.C. 1441a(b)(13)) is amended by striking “small busi-
ness concerns owned and controlled by socially and eco-
nomically disadvantaged individuals” and inserting ‘“‘eco-
nomically disadvantaged small business concerns (as that
term 1s defined in section 8(a) of the Small Business
Act)”.

(¢) SMALL BUSINESs Economic Poricy AcT OF
1980.—Section 303(e) of the Small Business Economic
Policy Act of 1980 (15 U.S.C. 631b(e)) is amended by
striking paragraph (1) and inserting the following:

“(1) economically disadvantaged small business
concerns (as that term i1s defined in section 8(a) of
the Small Business Act);”.

(d) SMALL BUSINESS INVESTMENT ACT OF 1958.—
Section 411(¢)(3)(B) of the Small Business Investment
Act of 1958 (15 U.S.C. 694b(e)(3)(B)) 1s amended by
striking “‘a small business concern owned” and all that

follows before the semicolon and inserting “an economi-
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1 cally disadvantaged small business concern (as that term

2 is defined in section 8(a) of the Small Business Act)”’.

United States Code, is amended

(e) TrrLeE 31, UNITED STATES CODE.—Title 31,

(1) in section 3718(b)—

(A) in paragraph (1)(B), by striking “law
firms owned and controlled by socially and eco-
nomically disadvantaged individuals” and in-
serting “‘economically disadvantaged law firms”’;
and

(B) in paragraph (3), by striking ‘“law
firms owned and controlled by socially and eco-
nomically disadvantaged individuals. For pur-
poses of”” and all that follows through the end
of the paragraph, and inserting the following:
“economically disadvantaged law firms. For
purposes of this paragraph, the term ‘economi-
cally disadvantaged law firm’ means a law firm,
regardless of whether or not the law firm is a
small business concern (as that term 1s defined
in section 3 of the Small Business Act), that is
otherwise described in either section 8(a)(5)(A)
of the Small Business Act or clauses (1) and (11)
of section 8(a)(5)(B) of the Small Business
Act.”;
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(2) 1 section 6701 (f)—

(A) in paragraph (1)(A), by striking
“small business concerns controlled by socially
and economically disadvantaged individuals and
women’’ and inserting ‘“‘economically disadvan-
taged small business concerns’; and

(B) by striking paragraph (3)(B) and in-
serting the following:

“(B) the term ‘economically disadvantaged
small business concern’ has the same meaning
as 1n section 8(a) of the Small Business Act.”;
and

(3) in section 7505(¢), by striking ‘‘business

concerns owned and controlled by socially and eco-
nomically disadvantaged individuals” and inserting
“economically disadvantaged small business concerns
(as that term is defined in section 8(a) of the Small
Business Act)”.

(f) OFFICE OF KFEDERAL PROCUREMENT PoLIiCY

(1)  ENUMERATION OF INCLUDED FUNC-

Section 6(d) of the Office of Federal Pro-

curement Policy Act (41 U.S.C. 405(d)) is amend-
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(A) in paragraph (5)(C), by striking
“small business concerns owned” and all that
follows through “minorities” and inserting
“economically disadvantaged small business
concerns (as that term is defined in section 8(a)
of the Small Business Act)”’;

(B) in paragraph (10), by striking ‘“small
businesses,” and all that follows through
“women” and inserting ‘“‘small business con-
cerns and economically disadvantaged small
business concerns (as those terms are defined in
section 3 of the Small Business Act)”’; and

(C) in paragraph (11), by striking “small
businesses,” and all that follows through
“women” and inserting ‘“‘small business con-
cerns and economically disadvantaged small
business concerns (as those terms are defined in
section 3 of the Small Business Act)”.

(2) PROCUREMENT DATA.—Section 19A of the

Office of Federal Procurement Policy Act (41 U.S.C.

417a) is amended—

(A) in subsection (a), by striking ‘“small
businesses owned’ and all that follows through
“oender,” and inserting ‘“‘economically dis-

advantaged small business concerns’; and
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(B) by striking subsection (b) and insert-
ing the following:

“(b) DEFINITION.—For purposes of this section, the
term ‘economically disadvantaged small business concern’
has the same meaning as in section 8(a) of the Small
Business Act.”.

() ENERGY PoLIicy AcT OF 1992.—Section 3021 of
the Energy Policy Act of 1992 (42 U.S.C. 13556) is
amended—

(1) in subsection (a), by striking paragraph (1)
and inserting the following:

“(1) economically disadvantaged small business
concerns;”’; and

(2) in subsection (b), by striking paragraph (2)
and inserting the following:

“(2) The term ‘economically disadvantaged
small business concern’ has the same meaning as in
section 8(a) of the Small Business Act.”.

(h) TrrLe 49, UNITED STATES CODE.—Title 49,
United States Code, is amended—

(1) in section 47107(e)—

(A) in paragraph (1), by striking ‘“small
business concerns’” and all that follows before
the period and inserting ‘“‘economically dis-

advantaged small business concerns (as that
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term 1s defined in section 8(a) of the Small
Business Act)’’;

(B) in paragraph (4)(B), by striking “a
small business concern owned and controlled by
a socially and economically disadvantaged indi-
vidual” and inserting “an economically dis-
advantaged small business concern (as that
term 1s defined in section 8(a) of the Small
Business Act)”’; and

(C) in paragraph (6), by striking “a small
business concern” and all that follows before
the period and inserting “an economically dis-
advantaged small business concern (as that
term is defined in section 8(a) of the Small
Business Act)”’; and
(2) n section 47113—

(A) by striking subsection (a) and insert-

ing the following:

For purposes of this section—

“(1) the term ‘economically disadvantaged small

business concern’ has the same meaning as in sec-

tion 8(a) of the Small Business Act; and

“(2) the term ‘small business concern’ has the

same meaning as in section 3 of the Small Business

Act, except that the term does not include a small
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business concern that has average annual gross re-
ceipts during the most recent 3 fiscal years of more
than $16,015,000, as adjusted by the Secretary of
Transportation for inflation.”; and
(B) in subsection (b), by striking ‘“‘small
business concerns owned and controlled by so-
cially and economically disadvantaged individ-
uals” and inserting ‘“‘economically disadvan-
taged small business concerns’.

(1) DEFENSE PRODUCTION ACT OF 1950.—Section

702 of the Defense Production Act of 1950 (50 U.S.C.
2152) is amended—

(1) in paragraph (16), by striking “such busi-
ness concerns owned and controlled by socially and
economically  disadvantaged individuals or by
women’ and inserting ‘“‘economically disadvantaged
small business concerns’”; and

(2) by striking paragraph (17) and inserting
the following:

“(17) ECONOMICALLY DISADVANTAGED SMALL
BUSINESS CONCERN.—The term ‘economically dis-
advantaged small business concern’ has the same
meaning as in section 8(a) of the Small Business

Act.”.
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SEC. 113. SAVINGS PROVISION.

Nothing in this title or the amendments made by this
title shall affect the terms or conditions of any contract
entered into before the date of enactment of this Act.

SEC. 114. ADDITIONAL TECHNICAL AND CONFORMING
AMENDMENTS.

Not later than 1 year after the date of enactment
of this Act, the Administrator of the Small Business Ad-
ministration shall submit to the Congress any rec-
ommended technical and conforming legislative changes
necessary to carry out this title and the amendments made
by this title.

Subtitle C—Small Business Mentor
Program
SEC. 121. ESTABLISHMENT OF MENTOR PROGRAM.

(a) IN GENERAL.—Not later than 90 days after the
date of enactment of this Act, the Administrator shall es-
tablish and carry out a program, under which—

(1) the Administrator shall recruit qualified
mentors to provide assistance to eligible small busi-
ness concerns;

(2) to the maximum extent practicable, each eli-
oible small business concern shall be assigned a
qualified mentor from the same or similar industry

as the eligible small business concern; and
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(2) each qualified mentor assigned to an eligible
small business concern under paragraph (2) shall—
(A) provide assistance to the eligible small
business concern in the establishment and oper-
ation of that small business concern; and
(B) otherwise serve as a resource for infor-
mation, consultation, and assistance for that el-
igible small business concern.

(b) DEFINITIONS.

For purposes of this section—
(1) the term ‘“Administrator” means the Ad-
ministrator of the Small Business Administration;
(2) the term “eligible small business concern’”
means a small business concern that—
(A) 1s a sole proprietorship; and
(B) 1s located in—
(1) an area designated—

(I) under section 1391 of the In-
ternal Revenue Code of 1986 as an
empowerment zone or enterprise com-
munity; or

(IT) under section 701 of the
Housing and Community Development

Act of 1987 as an enterprise zone; or

*S 1533 IS



© 00O N O 0o B~ W N PP

el e I <
© N o oM W N BB O

19

64

(i1) any other area determined by the
Administrator to be an area of high unem-
ployment;

(3) the term “financial institution” means any
bank or savings association (as those terms are de-
fined in section 3 of the Federal Deposit Insurance
Act);

(4) the term “qualified mentor” means a small
business concern or financial institution that is de-
termined by the Administrator to be qualified to pro-
vide assistance described in subsection (a) to eligible
small business concerns in the same or similar in-
dustry as the small business concern or financial in-
stitution; and

(5) the term ‘“‘small business concern’” has the
same meaning as in section 3 of the Small Business
Act.

(¢) LIST OF QUALIFIED MENTORS.

In carrying out

this section, the Administrator shall establish and main-

20 tain a list of available qualified mentors.
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TITLE II—COMMUNITY
INFRASTRUCTURE

SEC. 201. LIMITATION ON THE APPLICATION OF THE DAVIS-
BACON REQUIREMENTS TO EMPOWERMENT
ZONES, ENTERPRISE COMMUNITIES, AND EN-
TERPRISE ZONES.

The provisions of the Act of March 3, 1931 (com-
monly known as the Davis-Bacon Act) (40 U.S.C. 276a
et seq.) shall not apply to a contract for construction, al-
teration, or repair of a facility in an area designated—

(1) under section 1391 of the Internal Revenue
Code of 1986 as an empowerment zone or enterprise
community; or

(2) under section 701 of the Housing and Com-

munity Development Act of 1987 (42 U.S.C. 11501)

as an enterprise zone.

SEC. 202. REFORM OF COMMUNITY DEVELOPMENT BLOCK
GRANT PROGRAM.

(a) INCREASED ASSISTANCE TO Low- AND MoOD-
ERATE-INCOME  FaAMILIES.—Section 104(b)(3) of the
Housing and Community Development Act of 1974 (42
U.S.C. 5304(b)(3)) is amended by striking “except that
(A)” and all that follows through “(B) a grantee” and

inserting the following: “‘except that—
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“(A) of funds received under section 106

and, if applicable, as a result of a guarantee or

a grant under section 108—

“(1) with respect to activities de-
scribed in paragraph (14), (15), and (17)
of section 105(a), during a period specified
by the grantee of not more than 3 years,
not less than 70 percent shall principally
benefit persons of low and moderate in-
come; and

“(11) with respect to other activities
assisted with amounts made available
under this title, during a period specified
by the grantee of mnot more than 12
months, not less than 75 percent shall
principally benefit persons of low and mod-
erate income; and

“(B) a grantee”.

(b) REDUCTION IN ADMINISTRATION AND PLANNING

CosTs.

Section 104(b) of the Housing and Community

Development Act of 1974 (42 U.S.C. 5304(b)) is amend-

ed—

end;
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(2) in paragraph (6), by striking the period at
the end and inserting *; and”’; and

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

“(7) not more than 12 percent of amounts re-
ceived by the grantee under this title in any fiscal
yvear will be used for administration and planning
costs associated with any activity funded in whole or
in part with assistance made available under this
title.”.

(¢) MATCHING FUND REQUIREMENT.—

(1) IN GENERAL.—Section 106(b) of the Hous-
ing and Community Development Act of 1974 (42
U.S.C. 5306(b)) is amended by adding at the end
the following new paragraph:

“(7) MATCHING FUND REQUIREMENT.—Not-
withstanding any other provision of law, in each fis-
cal year, the Secretary shall—

“(A) require each metropolitan city or

urban county that is among the wealthiest 10

percent (or such other percentage as the Sec-

retary may establish) of metropolitan cities and
urban counties receiving assistance under this
title in that fiscal year, to make available con-

tributions (from sources other than assistance
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made available under this title) in an amount

equal to a specified percentage of the amount

allocated under this subsection to that metro-
politan city or urban county, which percentage
shall be established by the Secretary;

“(B) reduce the amount allocated under
this subsection to that metropolitan city or
urban county by the amount of the contribu-
tions made available under subparagraph (A);
and

“(C) increase the total amount otherwise
available for allocation under this subsection to
metropolitan cities and urban counties that are
not deseribed in subparagraph (A) by the ag-
oregate amount of the reductions under sub-
paragraph (B).”.

(2) ArPLICABILITY.—The amendment made by
paragraph (1) shall be effective with respect to fiscal
vear 1997, and each fiscal year thereafter.

(d) INCREASED DAVIS-BACON THRESHOLD FOR

CONSTRUCTION PROJECTS.—Section 110 of the Housing

and Community Development Act of 1974 (42 U.S.C.
5310) is amended by adding at the end the following new

subsection:
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“(¢) MaNIMUM THRESHOLD.—Subsection (a) does
not apply to any individual engaged construction work if
the total cost of the activity assisted under this title to
which the construction work relates does not exceed
$250,000.”.

(e) PENALTY FOR DEFAULT ON EcoNOMIC DEVEL-
OPMENT LOAN.—Section 111 of the Housing and Commu-
nity Development Act of 1974 (42 U.S.C. 5311) is amend-
ed by adding at the end the following new subsection:

“(d) EXCESSIVE DEFAULTS ON ECONOMIC DEVEL-

OPMENT LLOANS.

With respect to any recipient of assist-
ance under this title that the Secretary determines to have
an excessive rate of default on loans guaranteed under sec-
tion 108 and assisted under section 108(q), the Secretary
may reduce payments to the recipient under this title by
an amount equal to the sum of the outstanding balance

of that loan, including principal and interest.”.

TITLE I1I—SAFE STREETS
Subtitle A—Mandatory Restitution

SEC. 301. ORDER OF RESTITUTION.

Section 3556 of title 18, United States Code, is
amended—
(1) by striking “may”’ and inserting ‘“‘shall”;
and
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(2) by striking “sections 3663 and 3664.” and

inserting “3663A, and may order restitution in ac-
cordance with section 3663. The procedures under
section 3664 shall apply to all orders of restitution
under this section.”.

302. CONDITIONS OF PROBATION.

Section 3563 of title 18, United States Code, is

amended—

(1) 1 subsection (a)—

(A) in paragraph (3), by striking “and” at
the end;

(B) in the first paragraph (4) (relating to
conditions of probation for a domestic crime of
violence), by striking the period and inserting a
semicolon;

(C) by redesignating the second paragraph
(4) (relating to conditions of probation concern-
ing drug use and testing) as paragraph (5);

(D) in paragraph (5), as redesignated, by
striking the period at the end and inserting a
semicolon; and

(E) by inserting after paragraph (5), as re-
designated, the following new paragraphs:

“(6) that the defendant—
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“(A) make restitution in accordance with
sections 2248, 2259, 2264, 2327, 3663, 3663A,
and 3664; and
“(B) pay the assessment imposed in ac-
cordance with section 3013; and
“(7) that the defendant will notify the court of
any material change in the defendant’s economic cir-
cumstances that might affect the defendant’s ability
to pay restitution, fines, or special assessments.”;
and

(2) in subsection (b)—

(A) by striking paragraph (2);

(B) by redesignating paragraphs (3)
through (22) as paragraphs (2) through (21),
respectively; and

(C) by amending paragraph (2), as redes-
ignated, to read as follows:

“(2) make restitution to a victim of the offense

under section 3556 (but not subject to the limitation

of section 3663(a) or 3663A(c)(1)(A));”.

SEC. 303. MANDATORY RESTITUTION.

(a) IN GENERAL.—Chapter 232 of title 18, United

23 States Code, is amended by inserting immediately after

24 section 3663 the following new section:
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“83663A. Mandatory restitution to victims of certain
crimes

“(a)(1) Notwithstanding any other provision of law,
when sentencing a defendant convicted of an offense de-
seribed in subsection (¢), the court shall order, in addition
to any other penalty authorized by law, that the defendant
make restitution to the victim of the offense, or, if the
vietim is deceased, to the victim’s estate.

“(2) For the purposes 