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(Mr. BLUNT) was added as a cosponsor
of S. 1990, a bill to require the Trans-
portation Security Administration to
comply with the Uniformed Services
Employment and Reemployment
Rights Act.
S. 2043
At the request of Mr. RUBIO, the
names of the Senator from North Caro-
lina (Mr. BURR), the Senator from
South Carolina (Mr. GRAHAM) and the
Senator from Maine (Ms. SNOWE) were
added as cosponsors of S. 2043, a bill to
amend title XXVII of the Public Health
Service Act to provide religious con-
science protections for individuals and
organizations.
S. 2053
At the request of Mr. BENNET, the
name of the Senator from North Caro-
lina (Mrs. HAGAN) was added as a co-
sponsor of S. 20563, a bill to encourage
transit-oriented development, and for
other purposes.
S. 2059
At the request of Mr. WHITEHOUSE,
the name of the Senator from Cali-
fornia (Mrs. BOXER) was added as a co-
sponsor of S. 2059, a bill to reduce the
deficit by imposing a minimum effec-
tive tax rate for high-income tax-
payers.
S. 2062
At the request of Mr. PAUL, the name
of the Senator from Wyoming (Mr.
ENzI) was added as a cosponsor of S.
2062, a bill to amend the Lacey Act
Amendments of 1981 to repeal certain
provisions relating to criminal pen-
alties and violations of foreign laws,
and for other purposes.
S.J. RES. 19
At the request of Mr. HATCH, the
name of the Senator from North Da-
kota (Mr. HOEVEN) was added as a co-
sponsor of S.J. Res. 19, a joint resolu-
tion proposing an amendment to the
Constitution of the United States au-
thorizing Congress to prohibit the
physical desecration of the flag of the
United States.
S. RES. 310
At the request of Ms. MIKULSKI, the
name of the Senator from North Da-
kota (Mr. CONRAD) was added as a co-
sponsor of S. Res. 310, a resolution des-
ignating 2012 as the ‘“Year of the Girl”
and congratulating Girl Scouts of the
USA on its 100th anniversary.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. HELLER:

S. 2080. A bill to authorize depository
institutions, depository institution
holding companies, Fannie Mae, and
Freddie Mac to lease foreclosed prop-
erty held by such entities for up to 5
years, and for other purposes; to the
Committee on Banking, Housing, and
Urban Affairs.

Mr. HELLER. Mr. President, when
our Nation’s economy was thriving,
Nevada was at the heart of the con-
struction boom. Buildings and homes
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were going up across the State. Neigh-
borhoods were growing, schools were
being built at record rates, and the
construction industry was flourishing.
All of this activity drove investments
into other areas of the economy, and
for many life was good in Nevada. But
when the crisis hit, the highs that my
State experienced were matched by the
lows that followed.

Nevada now leads the Nation in un-
employment with more than 160,000 Ne-
vadans looking for a job. Many can no
longer afford their homes. Nevadans
are being forced into bankruptcy and
facing foreclosure. While Nevada is
home to some of the most resilient,
hard-working people in the country, al-
most one-quarter of Nevadans are so
frustrated that they have simply given
up hope for better employment.

Much of the difficulty Nevadans are
experiencing can be traced back to the
crisis in my State. The ill effects of the
depressed housing market are wide-
spread. High rates of foreclosures are
devastating to families, neighborhoods,
and entire communities. Families who
have been foreclosed upon are already
having a hard time paying their bills.
Add to those difficulties the time spent
finding a new place and the costs of
moving and their problems are com-
pounded. Time spent fighting the bank
to avoid foreclosure and relocating
would likely be better used to find a
job or better paying employment.

One of the biggest problems dis-
tressed home owners are facing is the
programs that have been put into place
to help keep people in their homes that
have not lived up to expectations. My
office spends a great deal of time with
Nevadans on the cusp of losing their
homes, looking for help, and trying to
keep families in their homes. It is truly
heart wrenching to hear some of these
stories. These homeowners do not want
to foreclose, and obviously they do not
want to lose their homes.

I recently received this e-mail from a
constituent in Reno who is fighting to
keep their home. I would like to share
that with you.

We hoped for a win-win situation but in
the end all we got was a nightmare in which
everyone loses: my sister and I obviously
lose, our neighborhood loses as another
house sits vacant with a rusting metal sign
in the front, our State loses as the housing
plight increases again, the bank loses be-
cause they lose a customer who just needed
another chance and, most importantly, de-
mocracy loses as the plutocrats roll over an-
other family.

When families move, their children
often have to change schools. So now
not only are children forced to move
from their homes, they are also leaving
behind their schools and their neigh-
borhoods. This kind of destabilization
is harmful for families who are already
struggling.

Consider the effects of foreclosures
on neighborhoods and communities.
The widespread availability of housing
is flooding the real estate inventory in
Nevada. This is forcing down home val-
ues and making it difficult for other
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people to sell their homes as well. In
February 2006 the average home in Ne-
vada was valued at $309,000. Today the
home values have dropped to $120,000.

Homes left vacant and uncared for
can quickly become an eyesore, push-
ing low home values even lower. This
means others in the neighborhood can
have a difficult time selling their
homes if they want to move. If they
find a better job elsewhere, for exam-
ple, they may not be able to take it be-
cause they cannot sell their homes for
a reasonable price, if they are able to
sell them at all.

Today I am introducing legislation to
help reverse these destabilizing forces.
The bill I am introducing today, the
Keeping Families in their Home Act,
will help address large unsold housing
inventories and give families a chance
to stay in their homes. This bill would
allow banks, Fannie Mae and Freddie
Mac, to enter into long-term leases, in-
cluding an option to purchase prop-
erties acquired through foreclosure
with the prior homeowner or any indi-
vidual.

By providing an opportunity for the
homeowner to stay in their home, the
bank is giving families a chance to re-
gain sound financial footing. This com-
monsense solution helps provide some
much needed stability is available for
all families.

While I believe this bill is a good step
in the right direction, let me be clear:
much more needs to be done to help the
housing problems facing Nevada. The
programs already in place simply have
not done enough and have not lived up
to expectations.

I was pleased to see reports of growth
in our economy, but people in my State
continue to suffer. Back home Nevad-
ans still believe there are no jobs.
Small businesses are trying to survive
while gridlock in Washington is mak-
ing it harder for employers to know
what is expected in the coming year.
Crushing regulations are bringing Ne-
vada’s growth industries to a halt. In
order for Nevada to experience real
long-term recovery, Washington needs
to fundamentally change the way it
works. Congress needs to stop over-
spending. Republicans and Democrats
should come together to close unfair
loopholes and make the Tax Code easi-
er for businesses to understand and to
follow. This bill is just one solution to
help turn around this housing crisis. It
is also an idea that both Republicans
and Democrats can support.

I look forward to working with my
colleagues to pass this bill and others
into law so that we can help families
dealing with foreclosures across the
country. As I have said before, moving
forward I welcome any and all ideas on
how to fix the housing crisis in this
country. Nevadans cannot afford to
wait any longer.

In the meantime, I urge my col-
leagues to seriously consider sup-
porting this bill. This legislation can
go a long way toward helping families,
stabilizing neighborhoods, and stem



February 9, 2012

any further reduction in home prices. I
hope Senators will join me in this en-
deavor so the President can sign this
bill into law and help families who
badly need it.

By Mr. ROCKEFELLER:

S. 2088. A bill to amend the Internal
Revenue Code of 1986 to permanently
double the amount of start-up expenses
entrepreneurs can deduct from their
taxes; to the Committee on Finance.

Mr. ROCKEFELLER. Mr. President,
today I am introducing the Small Busi-
ness Start-up Support Act of 2012, leg-
islation that will promote small busi-
ness growth in my home state of West
Virginia, and around the country.

Since the recession, I have met with
countless business owners, as well as
those who dream of starting a small
business. One of the common themes of
these conversations is the difficulty
these individuals have raising capital,
particularly when a business is in its
infancy.

This legislation helps those individ-
uals out, by expanding a successful pro-
vision of the tax code that allows busi-
ness owners to deduct up to $5,000 of
start-up costs. These start-up costs are
things like legal and marketing costs
that are necessary to get a business up
and running, but put a strain on an al-
ready tight budget. My bill would ex-
pand this deduction so that individuals
can deduct up to $10,000 of start-up
costs.

For a business to survive, and thrive,
its owner has to do their homework
during its infancy. They have to study
things like supply chains and distribu-
tion models. They have to develop mar-
keting plans. Each of these things has
a cost that is incurred before a busi-
ness makes dollar one. That is when a
business owner is most in need of as-
sistance and that is why this credit was
first enacted.

A temporary expansion of the start-
up deduction was enacted in 2008, and
it was one of many actions this Con-
gress took to help business owners
weather the recession and keep their
doors open. President Obama included
a permanent extension of this provi-
sion in his ‘‘Startup America’ legisla-
tive agenda and I am committed to see-
ing it become law.

I ask my colleagues to join me in
supporting this important legislation
and thank the chair for allowing me to
speak on this issue.

By Mr. ENZI:

S. 2091. A bill to amend the Internal
Revenue Code of 1986 to reform the
international tax system of the United
States, and for other purposes; to the
Committee on Finance.

Mr. ENZI. Mr. President, I rise to
speak about a bill I am introducing
today, the United States Job Creation
and International Tax Reform Act of
2012. The name says it all. This is a bill
that would incentivize American com-
panies to create jobs in the United
States while at the same time leveling
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the playing field for U.S. companies in
the global marketplace. This bill would
reform and modernize the rules for tax-
ing the global operations of American
companies and would help America be-
come a more attractive location to
base a business that serves customers
all over the world.

Unfortunately, our current tax rules
do just the opposite. In fact, many
businesses could be better off if they
were headquartered outside the United
States. That is not right, and Congress
should fix it. This bill would do that.

I wish to thank Senator HATCH and
members of his staff who have been
helpful in working through the com-
plexities of this international tax.

I also wish to mention Eric Oman, a
member of my staff and a CPA, who
worked with me in developing this leg-
islation. He has lived overseas and
worked with the U.S. tax laws over-
seas. That is the kind of expertise we
need to reform international tax law.

I wish to thank all who testified be-
fore the Finance Committee, especially
Scott Naatjes, who is the vice presi-
dent and general tax counsel of Cargill.
This man has dealt with the complex
accounting of foreign earnings and the
money to be repatriated to the United
States, an actual practitioner whom we
relied on. He gave us insight into years
of records that have to be reviewed for
a single item in the complex web of the
current international tax system in
order to bring the money back to the
United States.

Finally, I wish to thank DAVE CAMP,
the chairman of the House, Ways, and
Means Committee, who Kkick-started
the discussion on tax reform when he
released his discussion draft last Octo-
ber.

Enacted in the 1960s, our current
international tax rules have passed
their expiration date. Many of the U.S.
major trading partners, including Can-
ada, Japan, the United Kingdom, and
most of Europe have moved to what are
called territorial tax systems. That is
actually a word for a global tax sys-
tem. These types of tax systems tax
the income generated within their bor-
ders and exempt foreign earnings from
tax.

The United States, on the other
hand, taxes the worldwide income of
U.S. companies and provides deferral of
the U.S. tax until the foreign earnings
are brought home. Deferral of the tax
until the earnings are brought home
encourages them not to bring the
money home. It actually incentivizes
them to leave their money abroad and
to expand over there. Because the
United States has nearly the highest
corporate tax rate in the world, compa-
nies don’t bring those earnings back
and, as I said, reinvest outside the
United States. That certainly is not a
recipe for U.S. growth and U.S. job cre-
ation.

The dominance of U.S.-headquartered
companies in the global marketplace is
waning. Thirty-six percent of the For-
tune Global 500 companies were
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headquartered in the United States in
2000. In 2009, that number dropped to 28
percent. That is from 36 percent to 28
percent among the Fortune Global 500
companies headquartered in the United
States. Clearly, America is losing
ground and our current international
tax rules are a big part of the problem.

The bill I am introducing would help
to right the ship by pulling our inter-
national tax rules into the 21st century
so U.S. companies are not at a com-
petitive disadvantage with foreign
companies because of American tax
rules that are outdated by changes
most other countries have already
made. The bill would give U.S. compa-
nies incentives to create jobs in the
United States and undertake activities
in the United States in order to win
globally.

First, if the foreign earnings have al-
ready been subject to a tax in a foreign
country, this bill would provide a 95-
percent exemption from the U.S. tax on
those foreign earnings. This would
allow for American-managed capital to
be put to the most productive use and
help stabilize our economy.

Second, this bill would allow foreign
earnings that are currently sitting
overseas to be brought back to Amer-
ica at a reduced rate—not a zero tax
rate but a greatly reduced rate—and
with the ability to pay that, the taxes
that are owed in installments. That
gets the cash back now and still gets
some taxation for us instead of leaving
it all overseas. This provision would
serve as a transition to the new terri-
torial system by allowing U.S. compa-
nies to unlock a significant amount of
capital currently being held offshore
and quickly move into the new terri-
torial system, and that means more
jobs and a better economy. It also em-
phasizes one of the things I talk about
with any of the tax changes—as one of
the few accountants—we have to tran-
sition into these things if we want the
companies stable enough that they can
exist through the change in the Tax
Code, and that provides for a transition
as well.

Third, this bill would reduce the U.S.
tax burden on income generated by
American companies from ideas and in-
novations. This bill would encourage
companies to develop and keep rights
to ideas and inventions in the United
States. When families tune in to ‘60
Minutes’” on Sunday evenings, they
would hear fewer stories about how
U.S. companies are moving their prof-
its to tax haven countries and avoiding
U.S. tax on those earnings. Families
would hear fewer stories about how the
U.S. multinational companies set up
post office boxes in the Cayman Islands
and Switzerland without a single em-
ployee or officer of the company any-
where on site and attribute a signifi-
cant portion of their foreign earnings
to those jurisdictions.

Instead, families would hear more
stories about how U.S. companies are
generating the ideas and inventions of
tomorrow right here in America.
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This bill can be a first step in tax re-
form. We have a lot of work to do in
many other areas of tax law in order to
make it simpler, fairer, and more
transparent. We need to be looking at
the individual tax system, the cor-
porate tax system, and particularly
how we tax the passthrough entities
such as partnerships and S corpora-
tions that have to pay the tax on the
money when it is still invested in the
business.

I also recognize, as we move forward
in these other areas, it may be appro-
priate to make changes to this bill.
This is exactly how the legislative
process should work, and I look for-
ward to getting back to conducting the
Senate’s business in regular order,
where we work through the issues in
the committee first and offer amend-
ments to improve the bills that ulti-
mately come to the Senate floor, where
there is a shot for everybody else to
make amendments.

But today with the introduction of
this bill, we move from discussion to
action with respect to a single piece of
the tax reform. The Simpson-Bowles
deficit commission recommended a
move to a territorial system, and I am
glad to be moving the conversation for-
ward on this recommendation with the
introduction of this bill. I hope this bill
will begin a discussion, a discussion of
fairness that needs to begin yesterday.

I hope Members and their staff will
review the bill and the detailed expla-
nation we have prepared. I also ask
that all interested stakeholders review
the bill and reach out to my staff and
the staff of the Finance Committee to
discuss what they like, what they don’t
like, and their suggestions for improve-
ments. That is the way bills are sup-
posed to work.

The international tax rules are not
easy or simple and reforming them will
be a heavy lift. But those things are
worth doing, and when they are worth
doing, they are rarely easy or simple.

I look forward to joining with my
colleagues to pass international tax re-
forms that our American companies
and our country desperately need.

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

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

S. 2091

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

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the “United States Job Creation and Inter-
national Tax Reform Act of 2012”°.

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

(c) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
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Sec. 1. Short title; amendment of 1986 Code;
table of contents.

TITLE I—PARTICIPATION EXEMPTION
SYSTEM FOR TAXATION OF FOREIGN
INCOME

Sec. 101. Deduction for dividends received by
domestic corporations from cer-
tain foreign corporations.

Sec. 102. Application of dividends received
deduction to certain sales and
exchanges of stock.

Sec. 103. Deduction for foreign intangible in-
come derived from trade or
business within the TUnited
States.

Sec. 104. Treatment of deferred foreign in-
come upon transition to par-
ticipation exemption system of
taxation.

TITLE II—OTHER INTERNATIONAL TAX

REFORMS
Subtitle A—Modifications of Subpart F

Sec. 201. Treatment of low-taxed foreign in-
come as subpart F income.

Sec. 202. Permanent extension of look-thru
rule for controlled foreign cor-
porations.

Sec. 203. Permanent extension of exceptions
for active financing income.

Sec. 204. Foreign base company income not
to include sales or services in-
come.

Subtitle B—Modifications Related to
Foreign Tax Credit

Sec. 211. Modification of application of sec-
tions 902 and 960 with respect to
post-2012 earnings.

Sec. 212. Separate foreign tax credit basket
for foreign intangible income.

Sec. 213. Inventory property sales source
rule exceptions not to apply for
foreign tax credit limitation.

Subtitle C—Allocation of Interest on
Worldwide Basis

Sec. 221. Acceleration of election to allocate
interest on a worldwide basis.

TITLE I—PARTICIPATION EXEMPTION
SYSTEM FOR TAXATION OF FOREIGN IN-
COME

SEC. 101. DEDUCTION FOR DIVIDENDS RECEIVED

BY DOMESTIC CORPORATIONS FROM
CERTAIN FOREIGN CORPORATIONS.
(a) ALLOWANCE OF DEDUCTION.—Part VIII of
subchapter B of chapter 1 is amended by in-
serting after section 245 the following new
section:

“SEC. 245A. DIVIDENDS RECEIVED BY DOMESTIC

CORPORATIONS FROM CERTAIN
FOREIGN CORPORATIONS.

‘“(a) IN GENERAL.—In the case of any divi-
dend received from a controlled foreign cor-
poration by a domestic corporation which is
a United States shareholder with respect to
such controlled foreign corporation, there
shall be allowed as a deduction an amount
equal to 95 percent of the qualified foreign-
source portion of the dividend.

‘“(b) TREATMENT OF ELECTING NONCON-
TROLLED SECTION 902 CORPORATIONS AS CON-
TROLLED FOREIGN CORPORATIONS.—

‘(1) IN GENERAL.—If a domestic corporation
elects the application of this subsection for
any noncontrolled section 902 corporation
with respect to the domestic corporation,
then, for purposes of this title—

““(A) the noncontrolled section 902 corpora-
tion shall be treated as a controlled foreign
corporation with respect to the domestic
corporation, and

‘(B) the domestic corporation shall be
treated as a United States shareholder with
respect to the noncontrolled section 902 cor-
poration.

““(2) ELECTION.—

‘‘“(A) TIME OF ELECTION.—Any election
under this subsection with respect to any
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noncontrolled section 902 corporation shall
be made not later than the due date for filing
the return of tax for the first taxable year of
the taxpayer with respect to which the for-
eign corporation is a noncontrolled section
902 corporation with respect to the taxpayer
(or, if later, the first taxable year of the tax-
payer for which this section is in effect).

“(B) REVOCATION OF ELECTION.—Any elec-
tion under this subsection, once made, may
be revoked only with the consent of the Sec-
retary.

‘(C) CONTROLLED GROUPS.—If a domestic
corporation making an election under this
subsection with respect to any noncontrolled
section 902 corporation is a member of a con-
trolled group of corporations (within the
meaning of section 1563(a), except that ‘more
than 50 percent’ shall be substituted for ‘at
least 80 percent’ each place it appears there-
in), then, except as otherwise provided by
the Secretary, such election shall apply to
all members of such group.

‘‘(c) QUALIFIED FOREIGN-SOURCE PORTION OF
DIVIDENDS.—For purposes of this section—

(1) QUALIFIED FOREIGN-SOURCE PORTION.—

‘““(A) IN GENERAL.—The qualified foreign-
source portion of any dividend is an amount
which bears the same ratio to such dividend
as—

‘(i) the post-2012 undistributed qualified
foreign earnings, bears to

¢(ii) the total post-2012 undistributed earn-
ings.

‘“(B) P0OST-2012 UNDISTRIBUTED EARNINGS.—
The term ‘post-2012 undistributed earnings’
means the amount of the earnings and prof-
its of a controlled foreign corporation (com-
puted in accordance with sections 964(a) and
986) accumulated in taxable years beginning
after December 31, 2012—

‘(1) as of the close of the taxable year of
the controlled foreign corporation in which
the dividend is distributed, and

‘‘(ii) without diminution by reason of divi-
dends distributed during such taxable years.

¢(C) PoOST-2012 UNDISTRIBUTED QUALIFIED
FOREIGN EARNINGS.—The term ‘post-2012 un-
distributed qualified foreign earnings’ means
the portion of the post-2012 undistributed
earnings which is attributable to income
other than—

(1) income described in section
245(a)(5)(A), or
‘(ii) dividends described in section
245(a)(5)(B).

‘“(2) ORDERING RULE FOR DISTRIBUTIONS OF
EARNINGS AND PROFITS.—Distributions shall
be treated as first made out of earnings and
profits of a controlled foreign corporation
which are not post-2012 undistributed earn-
ings and then out of post-2012 undistributed
earnings.

¢“(d) DISALLOWANCE OF FOREIGN TAX CRED-
IT, ETC.—

‘(1 IN GENERAL.—No credit shall be al-
lowed under section 901 for any taxes paid or
accrued (or treated as paid or accrued) with
respect to the qualified foreign-source por-
tion of any dividend.

‘(2) DENIAL OF DEDUCTION.—No deduction
shall be allowed under this chapter for any
tax for which credit is not allowable under
section 901 by reason of paragraph (1).

¢“(3) COORDINATION WITH SECTION 78.—Sec-
tion 78 shall not apply to any tax for which
credit is not allowable under section 901 by
reason of paragraph (1).

‘“(4) TREATMENT OF NONDEDUCTIBLE PORTION
IN APPLYING FOREIGN TAX CREDIT LIMIT.—For
purposes of applying the limitation under
section 904(a), the remaining 5 percent of the
qualified foreign-source portion of any divi-
dend with respect to which a deduction is
not allowable to the domestic corporation
under subsection (a) shall be treated as in-
come from sources within the United States.
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‘‘(e) SPECIAL RULES FOR HYBRID DIVI-
DENDS.—

‘(1) IN GENERAL.—Subsection (a) shall not
apply to any dividend received by a United
States shareholder from a controlled foreign
corporation if the dividend is a hybrid divi-
dend.

‘(2) HYBRID DIVIDENDS OF TIERED CON-
TROLLED FOREIGN CORPORATIONS.—If a con-
trolled foreign corporation with respect to
which a domestic corporation is a United
States shareholder receives a hybrid divi-
dend from any other controlled foreign cor-
poration with respect to which such domes-
tic corporation is also a United States share-
holder, then, notwithstanding any other pro-
vision of this title—

‘“(A) the hybrid dividend shall be treated
for purposes of section 951(a)(1)(A) as subpart
F income of the receiving controlled foreign
corporation for the taxable year of the con-
trolled foreign corporation in which the divi-
dend was received, and

‘“(B) the United States shareholder shall
include in gross income an amount equal to
the shareholder’s pro rata share (determined
in the same manner as under section
951(a)(2)) of the subpart F income described
in subparagraph (A) .

¢“(3) DENIAL OF FOREIGN TAX CREDIT, ETC.—
The rules of subsection (d) shall apply to any
hybrid dividend received by, or any amount
included under paragraph (2) in the gross in-
come of, a United States shareholder, except
that, for purposes of applying subsection
(d)(4), all of such dividend or amount shall be
treated as income from sources within the
United States.

‘“(4) HYBRID DIVIDEND.—The term ‘hybrid
dividend’ means an amount received from a
controlled foreign corporation—

‘‘(A) which is treated as a dividend for pur-
poses of this title, and

‘(B) for which the controlled foreign cor-
poration received a deduction (or similar tax
benefit) under the laws of the country in
which the controlled foreign corporation was
created or organized.

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

‘(1) UNITED STATES SHAREHOLDER.—The
term ‘United States shareholder’ has the
meaning given such term in section 951(b).

¢(2) CONTROLLED FOREIGN CORPORATION.—
The term ‘controlled foreign corporation’
has the meaning given such term in section
957(a).

‘‘(3) NONCONTROLLED SECTION 902 CORPORA-
TION.—The term ‘noncontrolled section 902
corporation’ has the meaning given such
term in section 904(d)(2)(E)(i).

‘(g) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the provi-
sions of this section.”.

(b) APPLICATION OF HOLDING PERIOD RE-
QUIREMENT.—Subsection (c¢) of section 246 is
amended—

(1) by striking ‘‘or 245 in paragraph (1)
and inserting ‘245, or 245A°°, and

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

‘() SPECIAL RULES FOR QUALIFIED FOREIGN-
SOURCE PORTION OF DIVIDENDS RECEIVED FROM
CONTROLLED FOREIGN CORPORATIONS.—

“(A) 1-YEAR HOLDING PERIOD REQUIRE-
MENT.—For purposes of section 245A—

‘(i) paragraph (1)(A) shall be applied—

““(I) by substituting ‘365 days’ for ‘45 days’
each place it appears, and

“(ITI) by substituting ‘731-day period’ for
‘91-day period’, and

‘‘(ii) paragraph (2) shall not apply.

“(B) STATUS MUST BE MAINTAINED DURING
HOLDING PERIOD.—For purposes of section
245A, the holding period requirement of this
subsection shall be treated as met only if—

CONGRESSIONAL RECORD — SENATE

‘(i) the controlled foreign corporation re-
ferred to in section 245A(a) is a controlled
foreign corporation at all times during such
period, and

‘(ii) the taxpayer is a United States share-
holder (as defined in section 951) with respect
to such controlled foreign corporation at all
times during such period.

¢“(C) SPECIAL RULES FOR ELECTING NONCON-
TROLLED SECTION 902 CORPORATIONS.—In the
case of an election under section 245A(b) to
treat a noncontrolled section 902 corporation
as a controlled foreign corporation, the re-
quirements of subparagraph (B) shall be
treated as met for any continuous period
ending on the day before the effective date of
the election for which the taxpayer met the
ownership requirements of section
904(d)(2)(E)) with respect to such corpora-
tion.”.

(c) APPLICATION OF RULES GENERALLY AP-
PLICABLE TO DEDUCTIONS FOR DIVIDENDS RE-
CEIVED.—

(1) TREATMENT OF DIVIDENDS FROM TAX-EX-
EMPT CORPORATIONS.—Paragraph (1) of sec-
tion 246(a) is amended by striking ‘‘and 245
and inserting ‘245, and 245A°.

(2) ASSETS GENERATING TAX-EXEMPT POR-
TION OF DIVIDEND NOT TAKEN INTO ACCOUNT IN
ALLOCATING AND APPORTIONING DEDUCTIBLE
EXPENSES.—Paragraph (3) of section 864(e) is
amended by striking ‘‘or 245(a)”’ and insert-
ing ‘¢, 245(a), or 245A°.

(3) COORDINATION WITH SECTION 1059.—Sub-
paragraph (B) of section 1059(b)(2) is amended
by striking ‘‘or 245 and inserting ‘245, or
245A°.

(d) CONFORMING AMENDMENTS.—

(1) Clause (vi) of section 56(2)(4)(C) is
amended by inserting ‘‘245A or’’ before ‘965°.

(2) Subsection (b) of section 951 is amend-
ed—

(A) by striking ‘‘subpart”
““title”’, and

(B) by adding at the end the following:
“Such term shall include, with respect to
any entity treated as a controlled foreign
corporation under section 245A(b), any do-
mestic corporation treated as a United
States shareholder with respect to such enti-
ty under such section.”’.

(3) Subsection (a) of section 957 is amend-
ed—

(A) by striking ‘‘subpart’” in the matter
preceding paragraph (1) and inserting
““title”’, and

(B) by adding at the end the following:
‘““Such term shall include any entity treated
as a controlled foreign corporation under
section 245A(b).”.

(4) The table of sections for part VIII of
subchapter B of chapter 1 is amended by in-
serting after the item relating to section 245
the following new item:

‘“‘Sec. 245A. Dividends received by domestic
corporations from certain for-
eign corporations.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2012, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 102. APPLICATION OF DIVIDENDS RECEIVED
DEDUCTION TO CERTAIN SALES AND
EXCHANGES OF STOCK.

(a) SALES BY UNITED STATES PERSONS OF
STOCK IN CFC.—Section 1248 is amended by
redesignating subsection (j) as subsection (k)
and by inserting after subsection (i) the fol-
lowing new subsection:

“(j) COORDINATION WITH DIVIDENDS RE-
CEIVED DEDUCTION.—

‘(1) IN GENERAL.—In the case of the sale or
exchange by a domestic corporation of stock
in a foreign corporation held for 1 year or
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more, any amount received by the domestic
corporation which is treated as a dividend by
reason of this section shall be treated as a
dividend for purposes of applying section
245A.

‘“(2) LOSSES DISALLOWED.—If a domestic
corporation—

‘“(A) sells or exchanges stock in a foreign
corporation in a taxable year of the domestic
corporation with or within which a taxable
year of the foreign corporation beginning
after December 31, 2012, ends, and

‘“(B) met the ownership requirements of
subsection (a)(2) with respect to such stock,
no deduction shall be allowed to the domes-
tic corporation with respect to any loss from
the sale or exchange.” .

(b) SALE BY A CFC OF A LOWER TIER CFC.—
Section 964(e) is amended by adding at the
end the following new paragraph:

‘“(4) COORDINATION WITH DIVIDENDS RE-
CEIVED DEDUCTION.—

‘“(A) IN GENERAL.—If, for any taxable year
of a controlled foreign corporation beginning
after December 31, 2012, any amount is treat-
ed as a dividend under paragraph (1) by rea-
son of a sale or exchange by the controlled
foreign corporation of stock in another for-
eign corporation held for 1 year or more,
then, notwithstanding any other provision of
this title—

‘(i) the qualified foreign-source portion of
such dividend shall be treated for purposes of
section 951(a)(1)(A) as subpart F income of
the selling controlled foreign corporation for
such taxable year,

‘“(ii) a United States shareholder with re-
spect to the selling controlled foreign cor-
poration shall include in gross income for
the taxable year of the shareholder with or
within which such taxable year of the con-
trolled foreign corporation ends an amount
equal to the shareholder’s pro rata share (de-
termined in the same manner as under sec-
tion 951(a)(2)) of the amount treated as sub-
part F income under clause (i), and

‘“(iii) the deduction under section 245A(a)
shall be allowable to the United States
shareholder with respect to the subpart F in-
come included in gross income under clause
(ii) in the same manner as if such subpart F
income were a dividend received by the
shareholder from the selling controlled for-
eign corporation.

‘“(B) EFFECT OF LOSS ON EARNINGS AND
PROFITS.—For purposes of this title, in the
case of a sale or exchange by a controlled
foreign corporation of stock in another for-
eign corporation in a taxable year of the sell-
ing controlled foreign corporation beginning
after December 31, 2012, to which this para-
graph would apply if gain were recognized,
the earnings and profits of the selling con-
trolled foreign corporation shall not be re-
duced by reason of any loss from such sale or
exchange.

¢(C) QUALIFIED FOREIGN-SOURCE PORTION.—
For purposes of this paragraph, the qualified
foreign-source portion of any amount treated
as a dividend under paragraph (1) shall be de-
termined in the same manner as under sec-
tion 245A(c).”.

SEC. 103. DEDUCTION FOR FOREIGN INTANGIBLE
INCOME DERIVED FROM TRADE OR
BUSINESS WITHIN THE UNITED
STATES.

(a) IN GENERAL.—Part VIII of subchapter B
of chapter 1 is amended by adding at the end
the following new section:

“SEC. 250. FOREIGN INTANGIBLE INCOME DE-
RIVED FROM TRADE OR BUSINESS
WITHIN THE UNITED STATES.

‘‘(a) IN GENERAL.—In the case of a domestic
corporation, there shall be allowed as a de-
duction an amount equal to 50 percent of the
qualified foreign intangible income of such
domestic corporation for the taxable year.

“(b) QUALIFIED FOREIGN INTANGIBLE IN-
COME.—
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‘(1) IN GENERAL.—The term ‘qualified for-
eign intangible income’ means, with respect
to any domestic corporation, foreign intan-
gible income which is derived by the domes-
tic corporation from the active conduct of a
trade or business within the United States
with respect to the intangible property giv-
ing rise to the income.

‘“(2) REQUIREMENTS RELATING TO TRADE OR
BUSINESS WITHIN THE UNITED STATES.—For
purposes of this section, foreign intangible
income shall be treated as derived by a do-
mestic corporation from the active conduct
of a trade or business within the United
States only if—

““(A) the domestic corporation developed,
created, or produced within the United
States the intangible property giving rise to
the income, or

‘(B) in any case in which the domestic cor-
poration acquired such intangible property,
the domestic corporation added substantial
value to the property through the active
conduct of such trade or business within the
United States.

‘‘(c) FOREIGN INTANGIBLE INCOME.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘foreign intan-
gible income’ means any intangible income
which is derived in connection with—

‘““(A) property which is sold, leased, li-
censed, or otherwise disposed of for use, con-
sumption, or disposition outside the United
States, or

‘(B) services provided with respect to per-
sons or property located outside the United
States.

‘‘(2) EXCEPTIONS FOR CERTAIN INCOME.—The
following amounts shall not be taken into
account in computing foreign intangible in-
come:

““(A) Any amount treated as received by
the domestic corporation under section
367(d)(2) with respect to any intangible prop-
erty.

‘“(B) Any payment under a cost-sharing ar-
rangement entered into under section 482.

“(C) Any amount received from a con-
trolled foreign corporation with respect to
which the domestic corporation is a United
States shareholder to the extent such
amount is attributable or properly allocable
to income which is—

‘(i) effectively connected with the conduct
of a trade or business within the United
States and subject to tax under this chapter,
or

‘‘(ii) subpart F income.

For purposes of clause (ii), amounts not oth-
erwise treated as subpart F income shall be
so treated if the amount creates (or in-
creases) a deficit which under section 952(c)
may reduce the subpart F income of the
payor or any other controlled foreign cor-
poration.

‘(3) INTANGIBLE INCOME.—The term ‘intan-
gible income’ means gross income from—

‘“(A) the sale, lease, license, or other dis-
position of property in which intangible
property is used directly or indirectly, or

‘‘(B) the provision of services related to in-
tangible property or in connection with
property in which intangible property is used
directly or indirectly,
to the extent that such gross income is prop-
erly attributable to such intangible prop-
erty.

‘“(4) DEDUCTIONS TO BE TAKEN INTO AC-
COUNT.—The gross income of a domestic cor-
poration taken into account under this sub-
section shall be reduced, under regulations
prescribed by the Secretary, so as to take
into account deductions properly allocable
to such income.

*“(5) INTANGIBLE PROPERTY.—The term ‘in-
tangible property’ has the meaning given
such term by section 936(h)(3)(B).
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‘“(d) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the provi-
sions of this section.”.

(b) CONFORMING AMENDMENT.—The table of
sections for part VIII of subchapter B of
chapter 1 is amended by adding at the end
the following new item:

‘“‘Sec. 250. Foreign intangible income derived
from trade or business within
the United States.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of domestic corporations beginning
after December 31, 2012.

SEC. 104. TREATMENT OF DEFERRED FOREIGN
INCOME UPON TRANSITION TO PAR-
TICIPATION EXEMPTION SYSTEM OF
TAXATION.

(a) IN GENERAL.—Section 965 is amended to
read as follows:

“SEC. 965. TREATMENT OF DEFERRED FOREIGN
INCOME UPON TRANSITION TO PAR-
TICIPATION EXEMPTION SYSTEM OF
TAXATION.

‘‘(a) DEDUCTION ALLOWED.—In the case of a
domestic corporation which elects the appli-
cation of this section to any controlled for-
eign corporation with respect to which it is
a United States shareholder, there shall be
allowed as a deduction for the taxable year
of the United States shareholder with or
within which the first taxable year of the
controlled foreign corporation beginning
after December 31, 2012, ends an amount
equal to 70 percent of the amount deter-
mined under subsection (b) for the taxable
year.

““(b) ELIGIBLE
subsection (a)—

“(1) IN GENERAL.—The amount determined
under this subsection for a United States
shareholder with respect to any controlled
foreign corporation for the taxable year of
the shareholder described in subsection (a) is
the lesser of—

‘“(A) the shareholder’s pro rata share of the
earnings and profits of the controlled foreign
corporation described in section 959(c)(3) as
of the close of the taxable year preceding the
first taxable year of the controlled foreign
corporation beginning after December 31,
2012, or

‘“(B) an amount equal to the sum of—

‘(i) the dividends received by the share-
holder during such taxable year from the
controlled foreign corporation which are at-
tributable to the earnings and profits de-
scribed in subparagraph (A), plus

‘“(ii) the increase in subpart F income re-
quired to be included in gross income of the
shareholder for the taxable year by reason of
the election under paragraph (2).

¢“(2) ELECTION OF DEEMED SUBPART F INCLU-
SION.—A United States shareholder may
elect for purposes of paragraph (1)(B)(ii) to
treat all (or any portion) of the shareholder’s
pro rata share of the earnings and profits of
a controlled foreign corporation described in
paragraph (1)(A) as subpart F income includ-
ible in the gross income of the shareholder
for the taxable year of the shareholder de-
scribed in subsection (a).

““(3) ORDERING RULE.—For purposes of para-
graph (1)(B)(1), distributions shall be treated
as first made out of earnings and profits of a
controlled foreign corporation described in
paragraph (1)(A).

‘“(4) DIVIDEND.—The term ‘dividend’ shall
not include amounts includible in gross in-
come as a dividend under section 78.

‘‘(c) DISALLOWANCE OF FOREIGN TAX CRED-
IT, ETC.—In the case of a domestic corpora-
tion making an election under subsection (a)
with respect to any controlled foreign cor-
poration—

‘(1) IN GENERAL.—No credit shall be al-
lowed under section 901 for any taxes paid or
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accrued (or treated as paid or accrued) with
respect to the earnings and profits taken
into account in determining the amount
under subsection (b).

‘“(2) DENIAL OF DEDUCTION.—No deduction
shall be allowed under this chapter for any
tax for which credit is not allowable under
section 901 by reason of paragraph (1).

¢“(3) COORDINATION WITH SECTION 78.—Sec-
tion 78 shall not apply to any tax for which
credit is not allowable under section 901 by
reason of paragraph (1).

‘‘(4) TREATMENT OF NONDEDUCTIBLE PORTION
IN APPLYING FOREIGN TAX CREDIT LIMIT.—For
purposes of applying the limitation under
section 904(a), the remaining 30 percent of
the amount determined under subsection (b)
with respect to which a deduction is not al-
lowable under subsection (a) shall be treated
as income from sources within the United
States.

“(d) ELECTION TO PAY LIABILITY FOR
DEEMED SUBPART F INCOME IN INSTALL-
MENTS.—

‘(1) IN GENERAL.—In the case of a United
States shareholder with respect to 1 or more
controlled foreign corporations to which
elections under subsections (a) and (b)(2)
apply, such United States shareholder may
elect to pay the net tax liability determined
with respect to its deemed subpart F inclu-
sions with respect to such corporations
under subsection (b)(2) for the taxable year
described in subsection (a) in 2 or more (but
not exceeding 8) equal installments.

*“(2) DATE FOR PAYMENT OF INSTALLMENTS.—
If an election is made under paragraph (1),
the first installment shall be paid on the due
date (determined without regard to any ex-
tension of time for filing the return) for the
return of tax for the taxable year for which
the election was made and each succeeding
installment shall be paid on the due date (as
so determined) for the return of tax for the
taxable year following the taxable year with
respect to which the preceding installment
was made.

¢“(3) ACCELERATION OF PAYMENT.—If there is
an addition to tax for failure to pay timely
assessed with respect to any installment re-
quired under this subsection, a liquidation or
sale of substantially all the assets of the tax-
payer (including in a title 11 or similar case),
a cessation of business by the taxpayer, or
any similar circumstance, then the unpaid
portion of all remaining installments shall
be due on the date of such event (or in the
case of a title 11 or similar case, the day be-
fore the petition is filed).

‘“(4) PRORATION OF DEFICIENCY TO INSTALL-
MENTS.—If an election is made under para-
graph (1) to pay the net tax liability de-
scribed in paragraph (1) in installments and
a deficiency has been assessed which in-
creases such net tax liability, the increase
shall be prorated to the installments payable
under paragraph (1). The part of the increase
so prorated to any installment the date for
payment of which has not arrived shall be
collected at the same time as, and as a part
of, such installment. The part of the increase
so prorated to any installment the date for
payment of which has arrived shall be paid
upon notice and demand from the Secretary.
This subsection shall not apply if the defi-
ciency is due to negligence, to intentional
disregard of rules and regulations, or to
fraud with intent to evade tax.

¢“(5) TIME FOR PAYMENT OF INTEREST.—In-
terest payable under section 6601 on the un-
paid portion of any amount of tax the time
for payment of which as been extended under
this subsection shall be paid annually at the
same time as, and as part of, each install-
ment payment of such tax. In the case of a
deficiency to which paragraph (4) applies, in-
terest with respect to such deficiency which
is assigned under the preceding sentence to
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any installment the date for payment of

which has arrived on or before the date of

the assessment of the deficiency, shall be
paid upon notice and demand from the Sec-
retary.

“(6) NET TAX LIABILITY FOR DEEMED SUB-
PART F INCLUSIONS.—For purposes of this sub-
section—

““(A) IN GENERAL.—The net tax liability de-
scribed in paragraph (1) with respect to any
United States shareholder for any taxable
year is the excess (if any) of—

‘(i) such taxpayer’s net income tax for the
taxable year, over

‘‘(ii) such taxpayer’s net income tax for
such taxable year determined as if the elec-
tions under subsection (b)(2) with respect to
1 or more controlled foreign corporations
had not been made.

‘(B) NET INCOME TAX.—The term ‘net in-
come tax’ means the net income tax (as de-
fined in section 38(c)(1)) reduced by the cred-
it allowed under section 38.

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

‘(1) ELECTIONS.—Any election under sub-
section (a), (b)(2), or (d)(1) shall be made not
later than the due date (including exten-
sions) for the return of tax for the taxable
year for which made and shall be made in
such manner as the Secretary may provide.

‘(2) SECTION NOT TO APPLY TO NONCON-
TROLLED SECTION 902 CORPORATIONS TREATED
AS CFCS.—No election may be made under
subsection (a) with respect to a controlled
foreign corporation which was a noncon-
trolled section 902 corporation which a
United States shareholder elected under sec-
tion 245A(b) to treat as a controlled foreign
corporation.

‘“(3) PRO RATA SHARE.—A shareholder’s pro
rata share of any earnings and profits shall
be determined in the same manner as under
section 951(a)(2).”

(b) CONFORMING AMENDMENTS.—

(1) Clause (vi) of section 56(g)(4)(C), as
amended by this Act, is amended—

(A) by striking 965" and
£965(b)”’, and

(B) by inserting ‘‘AND INCLUSIONS’ after
‘““CERTAIN DISTRIBUTIONS” in the heading
thereof.

(2) Paragraph (2) of section 6601(b) is
amended—

(A) by striking ‘‘section 6156(a)’”’ in the
matter preceding subparagraph (A) and in-
serting ‘‘section 965(d)(1) or 6156(a)’’, and

(B) by striking ‘‘section 6156(b)”’ in sub-
paragraph (A) and inserting ‘‘section 965(d)(2)
or 6156(b), as the case may be’’.

(3) The table of section for subpart F of
part III of subchapter N of chapter 1 is
amended by striking the item relating to
section 965 and inserting the following:

“Sec. 965. Treatment of deferred foreign in-
come upon transition to par-
ticipation exemption system of
taxation.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2012, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

TITLE II—OTHER INTERNATIONAL TAX

REFORMS
Subtitle A—Modifications of Subpart F
SEC. 201. TREATMENT OF LOW-TAXED FOREIGN
INCOME AS SUBPART F INCOME.

(a) IN GENERAL.—Subsection (a) of section
952 is amended by redesignating paragraphs
(3), (4), and (5) as paragraphs (4), (5), and (6),
respectively, and by inserting after para-
graph (2) the following new paragraph:

‘“(3) low-taxed income (as defined under
subsection (e)),”.

inserting
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(b) LOW-TAXED INCOME.—Section 952 is
amended by adding at the end the following
new subsection:

‘‘(e) LOW-TAXED INCOME.—

‘(1 IN GENERAL.—For purposes of sub-
section (a), except as provided in paragraph
(2), the term ‘low-taxed income’ means, with
respect to any taxable year of a controlled
foreign corporation, the entire gross income
of the controlled foreign corporation unless
the taxpayer establishes to the satisfaction
of the Secretary that such income was sub-
ject to an effective rate of income tax (deter-
mined under rules similar to the rules of sec-
tion 954(b)(4)) imposed by a foreign country
in excess of one-half of the highest rate of
tax under section 11(b) for taxable years of
United States corporations beginning in the
same calendar year as the taxable year of
the controlled foreign corporation begins.

‘“(2) EXCEPTION FOR QUALIFIED BUSINESS IN-
COME.—For purposes of paragraph (1), quali-
fied business income—

““(A) shall be taken into account in deter-
mining the effective rate of income tax at
which the entire gross income of the con-
trolled foreign corporation is taxed, but

‘“(B) the amount of gross income treated as
low-taxed income under paragraph (1) shall
be reduced by the amount of the qualified
business income.

““(3) QUALIFIED BUSINESS INCOME.—For pur-
poses of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified
business income’ means, with respect to any
controlled foreign corporation, income de-
rived by the controlled foreign corporation
in a foreign country but only if—

‘(1) such income is attributable to the ac-
tive conduct of a trade or business of such
corporation in such foreign country,

‘‘(ii) the corporation maintains an office or
fixed place of business in such foreign coun-
try, and

‘(iii) officers and employees of the cor-
poration physically located at such office or
place of business in such foreign country
conducted (or significantly contributed to
the conduct of) activities within the foreign
country which are substantial in relation to
the activities necessary for the active con-
duct of the trade or business to which such
income is attributable.

‘“(B) EXCEPTION FOR INTANGIBLE INCOME.—
For purposes of subparagraph (A), qualified
business income of a controlled foreign cor-
poration shall not include intangible income
(as defined in section 250(c)(3)).

‘‘(4) DETERMINATION OF EFFECTIVE RATE OF
FOREIGN INCOME TAX AND QUALIFIED BUSINESS
INCOME.—

““(A) COUNTRY-BY-COUNTRY DETERMINA-
TION.—For purposes of determining the effec-
tive rate of income tax imposed by any for-
eign country under paragraph (1) and quali-
fied business income under paragraph (3),
each such paragraph shall be applied sepa-
rately with respect to—

‘(i) each foreign country in which a con-
trolled foreign corporation conducts any
trade or business, and

‘‘(ii) the entire gross income and qualified
business income derived with respect to such
foreign country.

‘(B) TREATMENT OF LOSSES.—For purposes
of determining the effective rate of income
tax imposed by any foreign country under
paragraph (1)—

‘(i) such effective rate shall be determined
without regard to any losses carried to the
relevant taxable year, and

‘“(ii) to the extent the income of the con-
trolled foreign corporation reduces losses in
the relevant taxable year, such effective rate
shall be treated as being the effective rate
which would have been imposed on such in-
come without regard to such losses.
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‘‘(5) DEDUCTIONS TO BE TAKEN INTO AC-
COUNT.—The gross income of a controlled for-
eign corporation taken into account under
this subsection shall be reduced, under regu-
lations prescribed by the Secretary, so as to
take into account deductions (including
taxes) properly allocable to such income.”.

(c) CONFORMING AMENDMENTS.—

(1) Subsection (a) of section 952 is amend-
ed—

(A) by striking ‘‘paragraph (4)”’ in the next
to last sentence and inserting ‘‘paragraph
(5)”’, and

(B) by striking ‘‘paragraph (5)’’ in the last
sentence and inserting ‘‘paragraph (6)’’.

(2) Subsection (d) of section 952 is amended
by striking ‘‘subsection (a)(5)”’ and inserting
‘“‘subsection (a)(6)”.

(3) Paragraphs (1) and (2) of section 999(c)
are each amended by striking ‘‘section
952(a)(3)”’ and inserting ‘‘section 952(a)(4)”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2012, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 202. PERMANENT EXTENSION OF LOOK-
THRU RULE FOR CONTROLLED FOR-
EIGN CORPORATIONS.

(a) IN GENERAL.—Section 954(c)(6)(C) is
amended by striking ‘‘and before January 1,
2012,”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2011, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 203. PERMANENT EXTENSION OF EXCEP-
TIONS FOR ACTIVE FINANCING IN-
COME.

(a) EXCEPTION FROM INSURANCE INCOME.—
Section 953(e)(10) is amended—

(1) by striking ‘“and before January 1,
2012,”, and

(2) by striking the last sentence.

(b) EXCEPTION FROM FOREIGN PERSONAL
HOLDING COMPANY INCOME.—Section 954(h)(9)
is amended by striking ‘‘and before January
1, 2012,”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2011, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.

SEC. 204. FOREIGN BASE COMPANY INCOME NOT
TO INCLUDE SALES OR SERVICES IN-
COME.

(a) REPEAL.—Paragraphs (2) and (3) of sec-
tion 954(a) are repealed.

(b) CONFORMING AMENDMENTS.—

(1) Section 954(d) is amended by adding at
the end the following new paragraph:

‘“(6) TERMINATION.—This subsection shall
not apply to taxable years of foreign cor-
porations beginning after December 31, 2012,
and to taxable years of United States share-
holders with or within which such taxable
years of foreign corporations end.”.

(2) Section 954(e) is amended by adding at
the end the following new paragraph:

‘“(3) TERMINATION.—This subsection shall
not apply to taxable years of foreign cor-
porations beginning after December 31, 2012,
and to taxable years of United States share-
holders with or within which such taxable
years of foreign corporations end.”’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years of foreign corporations beginning after
December 31, 2012, and to taxable years of
United States shareholders with or within
which such taxable years of foreign corpora-
tions end.
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Subtitle B—Modifications Related to Foreign
Tax Credit
SEC. 211. MODIFICATION OF APPLICATION OF
SECTIONS 902 AND 960 WITH RE-
SPECT TO POST-2012 EARNINGS.

(a) SECTION 902 NOT TO APPLY TO DIVIDENDS
FrOM Po0ST-2012 EARNINGS.—Section 902 is
amended by redesignating subsection (d) as
subsection (e) and by inserting after sub-
section (c¢) the following new subsection:

“(d) SECTION NOT TO APPLY TO DIVIDENDS
FrROM P0OST-2012 EARNINGS.—

‘(1) IN GENERAL.—This section shall not
apply to the portion of any dividend paid by
a foreign corporation to the extent such por-
tion is made out of earnings and profits of
the foreign corporation (computed in accord-
ance with sections 964(a) and 986) accumu-
lated in taxable years beginning after De-
cember 31, 2012.

¢(2) COORDINATION WITH DISTRIBUTIONS
FROM PRE-2013 EARNINGS AND PROFITS.—For
purposes of this section—

‘“(A) ORDERING RULE.—Any distribution in
a taxable year beginning after December 31,
2012, shall be treated as first made out of
earnings and profits of the foreign corpora-
tion (computed in accordance with sections
964(a) and 986) accumulated in taxable years
beginning before January 1, 2013.

“(B) P0OST-1986 UNDISTRIBUTED EARNINGS.—
Post-1986 undistributed earnings shall not in-
clude earnings and profits described in para-
graph (1).”

(b) DETERMINATION OF SECTION 960 CREDIT
ON CURRENT YEAR BASIS.—Section 960 is
amended by adding at the end the following
new subsection:

‘(d) DEEMED PAID CREDIT FOR SUBPART F
INCLUSIONS ATTRIBUTABLE TO P0ST-2012
EARNINGS.—

‘(1) IN GENERAL.—For purposes of this sub-
part, if there is included in the gross income
of a domestic corporation any amount under
section 951(a)—

““(A) with respect to any controlled foreign
corporation with respect to which such do-
mestic corporation is a United States share-
holder, and

‘“(B) which is attributable to the earnings
and profits of the controlled foreign corpora-
tion (computed in accordance with sections
964(a) and 986) accumulated in taxable years
beginning after December 31, 2012,

then subsections (a), (b), and (c¢c) shall not
apply and such domestic corporation shall be
deemed to have paid so much of such foreign
corporation’s foreign income taxes as are
properly attributable to the amount so in-
cluded.

‘“(2) FOREIGN INCOME TAXES.—For purposes
of this subsection, the term ‘foreign income
taxes’ means any income, war profits, or ex-
cess profits taxes paid or accrued by the con-
trolled foreign corporation to any foreign
country or possession of the United States.

‘“(3) REGULATIONS.—The Secretary shall
provide such regulations as may be nec-
essary or appropriate to carry out the provi-
sions of this subsection.”.

SEC. 212. SEPARATE FOREIGN TAX CREDIT BAS-
KET FOR FOREIGN INTANGIBLE IN-
COME.

(a) IN GENERAL.—Paragraph (1) of section
904(d) is amended by striking ‘‘and’” at the
end of subparagraph (A), by striking the pe-
riod at the end of subparagraph (B) and in-
serting ‘‘, and”’, and by adding at the end the
following:

‘(C) foreign intangible income (as defined
in paragraph (2)(J)).”.

(b) FOREIGN INTANGIBLE INCOME.—

(1) IN GENERAL.—Section 904(d)(2) is amend-
ed by redesignating subparagraphs (J) and
(K) as subparagraphs (K) and (L) and by in-
serting after subparagraph (I) the following:

¢(J) FOREIGN INTANGIBLE INCOME.—For pur-
poses of this section—
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‘(i) IN GENERAL.—The term ‘foreign intan-
gible income’ has the meaning given such
term by section 250(c).

‘“(ii) COORDINATION.—Passive category in-
come and general category income shall not
include foreign intangible income.”’

(2) GENERAL CATEGORY INCOME.—Section
904(d)(2)(A)({i) is amended by inserting ‘‘or
foreign intangible income’ after ‘‘passive
category income’’.

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 2012.

(2) TRANSITIONAL RULE.—For purposes of
section 904(d)(1) of the Internal Revenue
Code of 1986 (as amended by this Act)—

(A) taxes carried from any taxable year be-
ginning before January 1, 2013, to any tax-
able year beginning on or after such date,
with respect to any item of income, shall be
treated as described in the subparagraph of
such section 904(d)(1) in which such income
would be described without regard to the
amendments made by this section, and

(B) any carryback of taxes with respect to
foreign intangible income from a taxable
year beginning on or after January 1, 2013, to
a taxable year beginning before such date
shall be allocated to the general income cat-
egory.

SEC. 213. INVENTORY PROPERTY SALES SOURCE
RULE EXCEPTIONS NOT TO APPLY
FOR FOREIGN TAX CREDIT LIMITA-
TION.

(a) IN GENERAL.—Section 904 is amended by
redesignating subsection (1) as subsection
(m) and by inserting after subsection (k) the
following new subsection:

“(1) INVENTORY PROPERTY SALES SOURCE
RULE EXCEPTIONS NOT TO APPLY.—Any
amount which would be treated as derived
from sources without the United States by
reason of the application of section 862(a)(6)
or 863(b)(2) for any taxable year shall be
treated as derived from sources within the
United States for purposes of this section.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 2012.

Subtitle C—Allocation of Interest on
Worldwide Basis
SEC. 221. ACCELERATION OF ELECTION TO ALLO-
CATE INTEREST ON A WORLDWIDE
BASIS.

Section 864(f)(6) is amended by striking
“December 31, 2020’ and inserting ‘‘Decem-
ber 31,

By Mr. WYDEN:

S. 2098. A bill to support statewide
individual-level integrated postsec-
ondary education data systems, and for
other purposes; to the Committee on
Health, Education, Labor, and Pen-
sions.

Mr. WYDEN. Mr. President, when we
went to college, usually things were
different. Often a student took out a
loan, but those loans were manageable,
and usually there were jobs waiting.
Today, too often that is not the case.
In fact, the students today who take
out loans will leave school weighed
down, on average, with $25,000 worth of
debt. They are going to be trying to get
into a labor market where there are
more than four unemployed Americans
for every available job.

It has been noted that for the first
time student loan debt exceeds credit
card debt, and that now totals over $100
billion. Now, clearly, investment in
higher education is an economic imper-

February 9, 2012

ative. Education is the great equalizer.
It enables upward economic mobility,
and it breaks down class structures
that impair many countries’ ability to
grow their economies. A highly-skilled
and educated workforce is the basis for
a healthy economy, and it is the
linchpin to our economic future.

In every major economic decision our
people make, they try to evaluate the
value of that decision. Like prospective
homeowners who inspect and assess the
potential value of their future home, in
my view future students should be able
to comparison shop and choose a school
and a program based on what their re-
turn on investment will be.

Our capital markets work best when
we can accurately measure the value of
the things we choose to invest in. We
saw what happens when this is not the
case when the housing bubble burst,
and our economy is still struggling to
recover from the mortgage meltdown.
In many instances, consumers who
didn’t have all the facts bought a prod-
uct based on misleading information
and fell victim to predatory lenders
looking to make a profit off that grow-
ing bubble.

Consumers must know what they can
expect from their investments, and stu-
dents are entitled to know the value of
their education before they go out and
borrow tens of thousands of dollars
from the banks and from the govern-
ment to finance their choices. Right
now, consumers don’t have this infor-
mation, though the information exists.
It is unavailable to students and fami-
lies too often when they are making
perhaps the most important decisions
that affect their future—both their fi-
nancial future and their career.

That is why today I am introducing
the Student Right to Know Before You
Go Act, which would help college stu-
dents get the information they need
about their education. This proposal
would ensure that future students and
their families can make well-informed
decisions by having access to informa-
tion on their expected average annual
earnings after graduation; rates of re-
medial enrollment, credit accumula-
tion, and graduation; the average cost,
both before and after financial aid, of
the program, and average debt upon
graduation; and, finally, the effects of
remedial education and financial aid
on credential attainment and a greater
understanding of what student success
can mean.

For markets to work, there has to be
good information available, and until
now it has been extremely hard for stu-
dents and families to collect this data
in a cost-effective way while at the
same time ensuring student privacy.
However, the States, as we have seen
so often—the Presiding Officer of the
Senate and I have talked about this
from time to time—the States have pi-
loted their own programs and proved
that the technology exists to enable
our ability to generate and share this
information in a way that students and
consumers can use while at the same
time protecting their privacy.
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This technology, in my view, makes
it possible to ensure a return on their
investment for students, for parents,
for policymakers, and taxpayers. It is
going to help us create a workforce
that meets the demands of the busi-
nesses that employ it and ensures that
our workers can successfully compete
in the global economy.

One last point, if I might. I think it
is clear that access to higher education
is an integral part of the step ladder to
success and particularly success for the
middle class who built this country.
Chairman HARKIN, of course, the chair-
man of our committee who deals with
these issues, has probably done more
than any other Member in the Senate
to put a focus on this issue and how im-
portant it is to grow the middle class
and address the big concerns they have
faced.

Middle-class people haven’t had a pay
raise in a full decade. It seems to me as
part of the agenda—and Chairman HAR-
KIN has had some excellent hearings on
these higher education issues—one of
the best ways we can come together on
a bipartisan basis is to empower stu-
dents and empower families to be in
the best possible position to make the
college choices that are going to pay
off in the years ahead.

That is what this legislation, the
Right to Know Before You Go Act,
would do. I hope my colleagues will
consider it in the days ahead.

———

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 370—CALL-
ING FOR DEMOCRATIC CHANGE
IN SYRIA

Mr. CASEY (for himself, Mr. RUBIO,
Mrs. GILLIBRAND, Mrs. BOXER, Mr.
ISAKSON, Mr. DURBIN, and Mr. KYL) sub-
mitted the following resolution; which
was referred to the Committee on For-
eign Relations:

S. REs. 370

Whereas the Syrian Arab Republic is a sig-
natory to the International Covenant on
Civil and Political Rights (ICCPR), adopted
at New York December 16, 1966, the United
Nations Convention Against Torture and
Other Cruel, Inhuman or Degrading Treat-
ment or Punishment, done at New York De-
cember 10, 1984, and the Universal Declara-
tion of Human Rights, adopted at Paris, De-
cember 10, 1948.

Whereas, in March 2011, peaceful dem-
onstrations in Syria began against the au-
thoritarian rule of Bashar al-Assad;

Whereas, in response to the demonstra-
tions, the Government of Syria launched a
brutal crackdown, which has resulted in
gross human rights violations, use of force
against civilians, torture, extrajudicial
killings, arbitrary executions, sexual vio-
lence, and interference with access to med-
ical treatment;

Whereas the United Nations estimated
that, as of January 25, 2012, more than 5,400
people in Syria had been killed since the vio-
lence began in March 2011;

Whereas, on August 18, 2011, President
Barack Obama called upon President Bashar
al-Assad to step down from power;
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Whereas the Department of State has re-
peatedly condemned the Government of Syr-
ia’s crackdown on its people, including on
January 30, 2012, when Secretary of State
Hillary Clinton stated ‘‘The status quo is
unsustainable. . . . The longer the Assad re-
gime continues its attacks on the Syrian
people and stands in the way of a peaceful
transition, the greater the concern that in-
stability will escalate and spill over
throughout the region.”’;

Whereas President Obama, on April 29,
2011, designated 3 individuals subject to sanc-
tions for humans rights abuses in Syria:
Mahir al-Assad, the brother of Syrian Presi-
dent Bashar al-Assad and brigade com-
mander in the Syrian Army’s 4th Armored
Division; Atif Najib, the former head of the
Political Security Directorate for Daraa
Province and a cousin of Bashar al-Assad;
and Ali Mamluk, director of Syria’s General
Intelligence Directorate;

Whereas, on May 18, 2011, President Obama
issued an executive order sanctioning senior
officials of the Syrian Arab Republic and
their supporters, specifically designating
seven people: President Bashar al-Assad,
Vice President Farouk al-Shara, Prime Min-
ister Adel Safar, Minister of the Interior Mo-
hammad Ibrahim al-Shaar, Minister of De-
fense Ali Habib Mahmoud, Head of Syrian
Military Intelligence Abdul Fatah Qudsiya,
and Director of Political Security Direc-
torate Mohammed Dib Zaitoun;

Whereas President Obama, on August 17,
2011, issued Executive Order 13582, blocking
property of the Government of Syria and
prohibiting certain transactions with respect
to Syria;

Whereas, on December 1, 2011, the Depart-
ment of the Treasury designated two individ-
uals, Aus Aslan and Muhammad Makhluf,
under Executive Order 13573 and two entities,
the Military Housing Establishment and the
Real Estate Bank of Syria, under Executive
Order 13582;

Whereas, on May 6, 2011, the European
Union’s 27 countries imposed sanctions on
the Government of Syria for the human
rights abuses, including asset freezes and
visa bans on members of the Government of
Syria and an arms embargo on the country;

Whereas, on November 12, 2011, the League
of Arab States voted to suspend Syria’s
membership in the organization;

Whereas, on December 2, 2011, the United
Nations Human Rights Council passed Reso-
lution S-18/1, which recalls General Assembly
resolution A/RES/66/176 of December 19, 2011,
as well as Human Rights Council resolutions
S/16-1, S/17-1 and S/18-1, and further deplores
the human rights situation in Syria, com-
mends the League of Arab States, and sup-
ports implementation of its Plan of Action;

Whereas the League of Arab States ap-
proved and implemented a plan of action to
send a team of international monitors to
Syria, which began December 26, 2011;

Whereas, on January 28, 2012, the League of
Arab States decided to suspend its inter-
national monitoring mission due to esca-
lating violence within Syria;

Whereas, on February 4, 2012, the Russian
Federation and People’s Republic of China
vetoed a United Nations Security Council
Resolution in support of the League of Arab
States’ Plan of Action;

Whereas the Governments of the Russian
Federation and the Islamic Republic of Iran
remain major suppliers of military equip-
ment to the Government of Syria notwith-
standing that government’s violent repres-
sion of demonstrators; and

Whereas the gross human rights violations
perpetuated by the Government of Syria
against the people of Syria represent a grave

S503

risk to regional peace and stability: Now,
therefore, be it

Resolved, That the Senate—

(1) strongly condemns the ongoing, wide-
spread, and systemic violations of human
rights conducted by authorities in Syria, in-
cluding the use of force against civilians,
torture, extrajudicial killings, arbitrary exe-
cutions, sexual violence, and interference
with access to medical treatment;

(2) maintains that Bashar al-Assad has lost
all claims to legitimacy due to the perpetua-
tion of mass atrocities against the people of
Syria and continued violations of human
rights;

(3) calls upon Bashar al-Assad to step down
from power;

(4) strongly condemns the Governments of
the Russian Federation and the Islamic Re-
public of Iran for providing military and se-
curity equipment to the Government of
Syria, which has been used to repress peace-
ful demonstrations and commit mass atroc-
ities against unarmed civilian populations in
Syria;

(5) commends the League of Arab States’
efforts to bring about a peaceful resolution
in Syria;

(6) regrets that the League of Arab States
observer mission was not able to monitor the
full implementation of the League of Arab
States’ Action Plan of November 2, 2011, due
to the escalating violence in Syria;

(7) commends President Obama for author-
izing targeted sanctions on human rights
abusers in Syria and for extending these
sanctions to 12 individuals;

(8) encourages the President to continue
designating for sanctions all individuals re-
sponsible for human rights violations in
Syria;

(9) urges the President to support an effec-
tive transition to democracy in Syria by
identifying and providing substantial mate-
rial and technical support, upon request, to
Syrian organizations that are representative
of the people of Syria, make demonstrable
commitments to protect human rights and
religious freedom, reject terrorism, cooper-
ate with international counterterrorism and
nonproliferation efforts, and abstain from
destabilizing neighboring countries;

(10) urges the President to develop a plan
to identify weapons stockpiles and prevent
the proliferation of conventional, biological,
chemical, and other types of weapons in
Syria;

(11) urges the Department of State to es-
tablish a ‘“‘Friends of the Syrian People”
Contact Group of countries committed to
democratic change in Syria, including Tur-
key, members of the League of Arab States,
and members of the European Union;

(12) urges the Department of State to de-
velop a strategy to encourage defections
from the military of the Government of
Syria;

(13) urges the President to diplomatically
engage with the Republic of Turkey and
members of the League of Arab States and
the European Union to discuss options to
protect the people of Syria, including the
provision of robust humanitarian assistance,
the viability of establishing a safe haven
along the borders of Syria, and the use of all
means available to monitor and publicly re-
port on abuses inside the country; and

(14) urges the international community to
mobilize in support of a post-Assad demo-
cratic and inclusive Government of Syria
that holds accountable those responsible for
crimes against humanity and gross viola-
tions of human rights.
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