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Mr. QUINN. Mr. Chairman, later

today the House will vote on the ques-
tion of whether or not to assign term
limits to all Members of Congress. This
is truly an historic occasion.

I strongly support a 12-year term
limit for both Senators and Represent-
atives.

In fact, when I first ran for Congress
in 1992, the need for term limits was
item No. 1 on my 11-point platform for
immediate congressional reform.

I will quote from that list:
‘‘No. 1. Term limits: With incum-

bents winning re-election 90 percent of
the time, America’s electoral process is
lacking the competition essential for
true democracy. The life tenure of
Members of Congress is the major con-
tributing factor to most of the prob-
lems of Congress.’’

Measures designed to effect congres-
sional reform through term limitations
appeared on ballots in eight States dur-
ing the 1994 election, and, in all but one
State, they were passed.

Congressional term limits would en-
hance the democratic nature of our na-
tional legislature by opening it up to a
true, fair, and competitive election
process.
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Mr. SHAYS. Mr. Chairman, it gives
me great pleasure to yield 3 minutes to
the gentleman from New York [Mr.
GILMAN], chairman of a committee that
focuses its attention around the world.

(Mr. GILMAN asked and was given
permission to revise and extend his re-
marks.)

Mr. GILMAN. I thank the gentleman
for yielding me the time.

Mr. Chairman, I am pleased to rise in
opposition to the term limits amend-
ments. Just last week, after a historic
debate, the Congress debated and ap-
proved the Personal Responsibility
Act, sending a clear message: Ameri-
cans must take responsibility for their
own actions.

Two weeks ago, our debate on com-
monsense legal reform also focused on
the proposition that individual respon-
sibility is the hallmark of our Nation.

Is it not ironic that we are now con-
sidering stripping Americans of the
most basic, crucial responsibility of
all: the responsibility to remain alert,
active, and informed; the responsibility
to monitor elected officials; the re-
sponsibility to cast an intelligent vote
on election day.

Term limits are being proposed to
solve a problem that does not exist.
Over half the current Members of Con-
gress began their service in this Cham-
ber since 1990. During the 8 years that
Ronald Reagan was President, the
House experienced a 60-percent turn-
over of membership.

Those Americans who have chosen to
exercise their responsibility in voting
have been remarkably discriminating.
It is an insult to their intelligence, and
to their patriotism, to contend term
limits are the only possible way to

turn out representatives who they feel
have outlived their usefulness.

Our Nation already has term limits:
it’s called ‘‘voting.’’

I do not subscribe to the theory that
public service is the only job in our so-
ciety in which experience is an evil.

Throughout my many years of serv-
ice as a Member of this body, I have
never experienced an unopposed elec-
tion. Every 2 years, I have defended the
positions I had taken, explained my
voting record, and accounted to the
people for my conduct in office. I be-
lieve that this was the way our Found-
ing Fathers intended Congress to work,
and I see nothing wrong with that
proposition.

Today, we are asked, for the first
time in our Nation’s history, to turn
the clock back on 208 years of progress.
After two centuries of expanding the
electorate and the rights of our citi-
zens, for the first time, an amendment
is proposed that would restrict the
rights of Americans to make a free and
open choice regarding their representa-
tives, and which would absolve them of
the responsibility of remaining alert
and active.

Mr. Chairman, term limits is much
more than just a bad idea. It is a threat
to our system of Government. I urge
my colleagues to strongly reject this
amendment and to get on with the
business of governing.

Mr. CONYERS. Mr. Chairman, I yield
2 minutes to the distinguished gen-
tleman from North Carolina [Mr. HEF-
NER].

(Mr. HEFNER asked and was given
permission to revise and extend his re-
marks.)

Mr. HEFNER. First of all I would
like to say that I witnessed today from
the gentleman from Illinois [Mr. HYDE]
one of the greatest speeches I have ever
heard on the floor of this House of Rep-
resentatives. I think we are talking
about the wrong thing in this debate on
term limits.

Let’s try to put it in focus for the
millions of people that are fortunate
enough to hear this very high-level de-
bate today. I believe that if you went
to the American people and you said to
the American people, ‘‘What do you
think about term limits for Members of
Congress in the other body?’’ they
would say, ‘‘We support term limits.’’
But if you gave them the full facts and
you said the amendment that we are
considering today, a 12-year limit, and
you said to them at the very best it is
going to take 5 years for it to work its
way through the States, so that makes
17 years and everybody that has spoken
on this for and against has been here at
least one term, which is 2 more years,
so you are talking about term limits to
get rid of all the riffraff here, you have
got 17 years. Term limits for 17 years.

I happen to believe that public serv-
ice is the most honorable profession
that you can practice. I am going if
you will permit me to be personal for
one minute. I had open heart surgery
about 4 years ago and the second day

out of surgery, how I will never know,
they put through a call from North
Carolina to my room, and this little
old lady said to me, ‘‘BILL HEFNER, I
just want to call you and thank you be-
cause your office and your staff saved
me from losing my home.’’ Our con-
stituent service went to work for this
lady, and I do not know what we did,
but in her mind it enabled her to save
her home and that was precious to her.

I would hope that we would not pass
an amendment that would prohibit any
member of this House from having
some precious soul in their district ex-
ercise their God-given right and their
constitutional right to vote for who-
ever they want to if they get into the
electoral process legally that they
could express their vote on confidence
in that person.

I think when you go to the American
people and tell them the truth, this is
not a 12-year term limits, it is actually
at best a 17-year term limit prohibi-
tion.

Mr. CANADY of Florida. Mr. Chair-
man, I move that the Committee do
now rise.

The motion was agreed to.
Accordingly, the Committee rose;

and the Speaker pro tempore [Mr.
BARRETT of Nebraska] having assumed
the chair, Mr. KLUG, Chairman of the
Committee of the Whole House on the
State of the Union, reported that that
Committee, having had under consider-
ation the joint resolution (H.J. Res. 73)
proposing an amendment to the Con-
stitution of the United States with re-
spect to the number of terms of office
of members of the Senate and the
House of Representatives, had come to
no resolution thereon.

f

CONFERENCE REPORT ON H.R. 831,
PERMANENT EXTENSION OF THE
HEALTH INSURANCE DEDUCTION
FOR THE SELF-EMPLOYED

Mr. ARCHER submitted the follow-
ing conference report and statement on
the bill (H.R. 831) to amend the Inter-
nal Revenue Code of 1986 to perma-
nently extend the deduction for health
insurance costs of self-employed indi-
viduals, to repeal the provision permit-
ting nonrecognition of gain on sales
and exchanges effectuating policies of
the Federal Communications Commis-
sion, and for other purposes:

CONFERENCE REPORT (H. REPT. 104–92)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
831), to amend the Internal Revenue Code of
1986 to permanently extend the deduction for
the health insurance costs of self-employed
individuals, to repeal the provision permit-
ting nonrecognition of gain on sales and ex-
changes effectuating policies of the Federal
Communications Commission, and for other
purposes, having met, after full and free con-
ference, have agreed to recommend and do
recommend to their respective Houses as fol-
lows:

That the House recede from its disagree-
ment to the amendment of the Senate and
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agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:
SECTION 1. PERMANENT EXTENSION AND IN-

CREASE OF DEDUCTION FOR
HEALTH INSURANCE COSTS OF
SELF-EMPLOYED INDIVIDUALS.

(a) PERMANENT EXTENSION.—Subsection (l) of
section 162 of the Internal Revenue Code of 1986
(relating to special rules for health insurance
costs of self-employed individuals) is amended
by striking paragraph (6).

(b) INCREASE IN DEDUCTION.—Paragraph (1) of
section 162(l) of the Internal Revenue Code of
1986 is amended by striking ‘‘25 percent’’ and in-
serting ‘‘30 percent’’.

(c) EFFECTIVE DATES.—
(1) EXTENSION.—The amendment made by sub-

section (a) shall apply to taxable years begin-
ning after December 31, 1993.

(2) INCREASE.—The amendment made by sub-
section (b) shall apply to taxable years begin-
ning after December 31, 1994.
SEC. 2. REPEAL OF NONRECOGNITION ON FCC

CERTIFIED SALES AND EXCHANGES.
(a) IN GENERAL.—Subchapter O of chapter 1

of the Internal Revenue Code of 1986 is amended
by striking part V (relating to changes to effec-
tuate FCC policy).

(b) CONFORMING AMENDMENTS.—Sections
1245(b)(5) and 1250(d)(5) of the Internal Revenue
Code of 1986 are each amended—

(1) by striking ‘‘section 1071 (relating to gain
from sale or exchange to effectuate polices of
FCC) or’’, and

(2) by striking ‘‘1071 AND’’ in the heading
thereof.

(c) CLERICAL AMENDMENT.—The table of parts
for such subchapter O is amended by striking
the item relating to part V.

(d) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to—
(A) sales and exchanges on or after January

17, 1995, and
(B) sales and exchanges before such date if

the FCC tax certificate with respect to such sale
or exchange is issued on or after such date.

(2) BINDING CONTRACTS.—
(A) IN GENERAL.—The amendments made by

this section shall not apply to any sale or ex-
change pursuant to a written contract which
was binding on January 16, 1995, and at all
times thereafter before the sale or exchange, if
the FCC tax certificate with respect to such sale
or exchange was applied for, or issued, on or be-
fore such date.

(B) SALES CONTINGENT ON ISSUANCE OF CER-
TIFICATE.—

(i) IN GENERAL.—A contract shall be treated as
not binding for purposes of subparagraph (A) if
the sale or exchange pursuant to such contract,
or the material terms of such contract, were con-
tingent, at any time on January 16, 1995, on the
issuance of an FCC tax certificate. The preced-
ing sentence shall not apply if the FCC tax cer-
tificate for such sale or exchange is issued on or
before January 16, 1995.

(ii) MATERIAL TERMS.—For purposes of clause
(i), the material terms of a contract shall not be
treated as contingent on the issuance of an FCC
tax certificate solely because such terms provide
that the sales price would, if such certificate
were not issued, be increased by an amount not
greater than 10 percent of the sales price other-
wise provided in the contract.

(3) FCC TAX CERTIFICATE.—For purposes of
this subsection, the term ‘‘FCC tax certificate’’
means any certificate of the Federal Commu-
nications Commission for the effectuation of sec-
tion 1071 of the Internal Revenue Code of 1986
(as in effect on the day before the date of the
enactment of this Act).
SEC. 3. SPECIAL RULES RELATING TO INVOLUN-

TARY CONVERSIONS.
(a) REPLACEMENT PROPERTY ACQUIRED BY

CORPORATIONS FROM RELATED PERSONS.—

(1) IN GENERAL.—Section 1033 of the Internal
Revenue Code of 1986 (relating to involuntary
conversions) is amended by redesignating sub-
section (i) as subsection (j) and by inserting
after subsection (h) the following new sub-
section:

‘‘(i) NONRECOGNITION NOT TO APPLY IF COR-
PORATION ACQUIRES REPLACEMENT PROPERTY
FROM RELATED PERSON.—

‘‘(1) IN GENERAL.—In the case of—
‘‘(A) a C corporation, or
‘‘(B) a partnership in which 1 or more C cor-

porations own, directly or indirectly (determined
in accordance with section 707(b)(3)), more than
50 percent of the capital interest, or profits in-
terest, in such partnership at the time of the in-
voluntary conversion,
subsection (a) shall not apply if the replacement
property or stock is acquired from a related per-
son. The preceding sentence shall not apply to
the extent that the related person acquired the
replacement property or stock from an unrelated
person during the period described in subsection
(a)(2)(B).

‘‘(2) RELATED PERSON.—For purposes of this
subsection, a person is related to another person
if the person bears a relationship to the other
person described in section 267(b) or 707(b)(1).’’

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply to involuntary
conversions occurring on or after February 6,
1995.

(b) APPLICATION OF SECTION 1033 TO CERTAIN
SALES REQUIRED FOR MICROWAVE RELOCA-
TION.—

(1) IN GENERAL.—Section 1033 of the Internal
Revenue Code of 1986 (relating to involuntary
conversions), as amended by subsection (a), is
amended by redesignating subsection (j) as sub-
section (k) and by inserting after subsection (i)
the following new subsection:

‘‘(j) SALES OR EXCHANGES TO IMPLEMENT
MICROWAVE RELOCATION POLICY.—

‘‘(1) IN GENERAL.—For purposes of this sub-
title, if a taxpayer elects the application of this
subsection to a qualified sale or exchange, such
sale or exchange shall be treated as an involun-
tary conversion to which this section applies.

‘‘(2) QUALIFIED SALE OR EXCHANGE.—For pur-
poses of paragraph (1), the term ‘qualified sale
or exchange’ means a sale or exchange before
January 1, 2000, which is certified by the Fed-
eral Communications Commission as having
been made by a taxpayer in connection with the
relocation of the taxpayer from the 1850–
1990MHz spectrum by reason of the Federal
Communications Commission’s reallocation of
that spectrum for use for personal communica-
tions services. The Commission shall transmit
copies of certifications under this paragraph to
the Secretary.’’

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply to sales or ex-
changes after March 14, 1995.
SEC. 4. DENIAL OF EARNED INCOME CREDIT FOR

INDIVIDUALS HAVING EXCESSIVE IN-
VESTMENT INCOME.

(a) IN GENERAL.—Section 32 of the Internal
Revenue Code of 1986 is amended by redesignat-
ing subsections (i) and (j) as subsections (j) and
(k), respectively, and by inserting after sub-
section (h) the following new subsection:

‘‘(i) DENIAL OF CREDIT FOR INDIVIDUALS HAV-
ING EXCESSIVE INVESTMENT INCOME.—

‘‘(1) IN GENERAL.—No credit shall be allowed
under subsection (a) for the taxable year if the
aggregate amount of disqualified income of the
taxpayer for the taxable year exceeds $2,350.

‘‘(2) DISQUALIFIED INCOME.—For purposes of
paragraph (1), the term ‘disqualified income’
means—

‘‘(A) interest or dividends to the extent includ-
ible in gross income for the taxable year,

‘‘(B) interest received or accrued during the
taxable year which is exempt from tax imposed
by this chapter, and

‘‘(C) the excess (if any) of—
‘‘(i) gross income from rents or royalties not

derived in the ordinary course of a trade or
business, over

‘‘(ii) the sum of—
‘‘(I) the deductions (other than interest)

which are clearly and directly allocable to such
gross income, plus

‘‘(II) interest deductions properly allocable to
such gross income.’’

(b) EFFECTIVE DATE.—The amendments made
by this section shall apply to taxable years be-
ginning after December 31, 1995.

SEC. 5. EXTENSION OF SPECIAL RULE FOR CER-
TAIN GROUP HEALTH PLANS.

Section 13442(b) of the Omnibus Budget Rec-
onciliation Act of 1993 (Public Law 103–66) is
amended by striking ‘‘May 12, 1995’’ and insert-
ing ‘‘December 31, 1995’’.

SEC. 6. STUDY OF EXPATRIATION TAX.

(a) IN GENERAL.—The staff of the Joint Com-
mittee on Taxation shall conduct a study of the
issues presented by any proposals to affect the
taxation of expatriation, including an evalua-
tion of—

(1) the effectiveness and enforceability of cur-
rent law with respect to the tax treatment of ex-
patriation,

(2) the current level of expatriation for tax
avoidance purposes,

(3) any restrictions imposed by any constitu-
tional requirement that the Federal income tax
apply only to realized gains,

(4) the application of international human
rights principles to taxation of expatriation,

(5) the possible effects of any such proposals
on the free flow of capital into the United
States,

(6) the impact of any such proposals on exist-
ing tax treaties and future treaty negotiations,

(7) the operation of any such proposals in the
case of interests in trusts,

(8) the problems of potential double taxation
in any such proposals,

(9) the impact of any such proposals on the
trade policy objectives of the United States,

(10) the administrability of such proposals,
and

(11) possible problems associated with existing
law, including estate and gift tax provisions.

(b) REPORT.—The Chief of Staff of the Joint
Committee on Taxation shall, not later than
June 1, 1995, report the results of the study con-
ducted under subsection (a) to the Chairmen of
the Committee on Ways and Means of the House
of Representatives and the Committee on Fi-
nance of the Senate.

And the Senate agree to the same.

BILL ARCHER,
PHILIP CRANE,
WM. THOMAS,
CHARLES B. RANGEL,

Managers on the Part of the House.
BOB PACKWOOD,
BOB DOLE,
BILL ROTH,
JOHN H. CHAFEE,
CHUCK GRASSLEY,
DANIEL PATRICK MOYNIHAN,
MAX BAUCUS,
CAROL MOSELEY-BRAUN,

Managers on the Part of the Senate.

JOINT EXPLANATORY STATEMENT OF
THE COMMITTEE OF CONFERENCE

The managers on the part of the House and
the Senate at the conference on the disagree-
ing votes of the two Houses on the amend-
ment of the Senate to the bill (H.R. 831) to
amend the Internal Revenue Code of 1986 to
permanently extend the deduction for the
health insurance costs of self-employed indi-
viduals, to repeal the provision permitting
nonrecognition of gain on sales and ex-
changes effectuating policies of the Federal
Communications Commission, and for other
purposes, submit the following joint state-
ment to the House and the Senate in expla-
nation of the effect of the action agreed upon
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1 Rev. Rul. 58–11, 1958–1 C.B. 273.
2 Id.
3 Rev. Rul. 74–8, 1974–1 C.B. 200.

4 Fed. Reg. 2382 (June 26, 1940) (multiple ownership
rules for high frequency broadcast stations); 5 Fed.
Reg. 2284 (May 6, 1941) (multiple ownership rules for
television stations).

5 8 Fed. Reg. 16065 (Nov. 23, 1943).
6 FCC Announces New Policy Relating to Issuance

of Tax Certificates, 14 FCC2d 827 (1956).

by the managers and recommended in the ac-
companying conference report:

The Senate amendment struck all of the
House bill after the enacting clause and in-
serted a substitute text.

The House recedes from its disagreement
to the amendment of the Senate with an
amendment that is a substitute for the
House bill and the Senate amendment. The
differences between the House bill, the Sen-
ate amendment, and the substitute agreed to
in conference are noted below, except for
clerical corrections, conforming changes
made necessary by agreements reached by
the conferences, and minor drafting and cler-
ical changes.
A. PERMANENTLY EXTEND DEDUCTION FOR

HEALTH INSURANCE COSTS OF SELF-EM-
PLOYED INDIVIDUALS

(Sec. 1 of the House bill, sec. 1 of the Senate
amendment, sec. 1 of the conference agree-
ment and sec. 162(l) of the Code)

Present Law

Under present law, the tax treatment of
health insurance expenses depends on wheth-
er the taxpayer is an employee and whether
the taxpayer is covered under a health plan
paid for by the employee’s employer. An em-
ployer’s contribution to a plan providing ac-
cident or health coverage for the employee
and the employee’s spouse and dependents is
excludable from an employee’s income. The
exclusion is generally available in the case
of owners of a business who are also employ-
ees.

In the case of self-employed individuals
(i.e., sole proprietors or partners in a part-
nership), no equivalent exclusion applies.
However, prior law provided a deduction for
25 percent of the amount paid for health in-
surance for a self-employed individual and
the individual’s spouse and dependents. The
25-percent deduction was available with re-
spect to the cost of self-insurance as well as
commercial insurance. In the case of self in-
surance, the deduction was not available un-
less the self-insured plan was in fact insur-
ance (e.g., there was appropriate risk shift-
ing) and not merely a reimbursement ar-
rangement. The 25-percent deduction was not
available for any month if the taxpayer was
eligible to participate in a subsidized health
plan maintained by the employer of the tax-
payer or the taxpayer’s spouse. In addition,
no deduction was available to the extent
that the deduction exceeded the taxpayer’s
earned income. The amount of expenses paid
for health insurance in excess of the deduct-
ible amount could be taken into account in
determining whether the individual was enti-
tled to an itemized deduction for medical ex-
penses. The 25-percent deduction expired for
taxable years beginning after December 31,
1993.

For purposes of these rules, more than 2-
percent shareholders of S corporations are
treated the same as self-employed individ-
uals. Thus, they were entitled to the 25-per-
cent deduction.

Other individuals who purchase their own
health insurance (e.g., someone whose em-
ployer does not provide health insurance)
can deduct their insurance premiums only to
the extent that the premiums, when com-
bined with other unreimbursed medical ex-
penses, exceed 7.5 percent of adjusted gross
income.

House Bill

The House bill would retroactively rein-
state the deduction for 25 percent of health
insurance costs of self-employed individuals
for 1994 and would extend the deduction per-
manently.

Effective date.—The provision would be ef-
fective for taxable years beginning after De-
cember 31, 1993.

Senate Amendment

The Senate amendment is the same as the
House bill, except that the deduction would
be increased to 30 percent for years begin-
ning after December 31, 1994.

Effective date.—The provision generally
would be effective for taxable years begin-
ning after December 31, 1993. The increase in
the deduction to 30 percent of health insur-
ance costs would be effective for taxable
years beginning after December 31, 1994.

Conference Agreement

The conference agreement follows the Sen-
ate amendment.

B. REPEAL OF SPECIAL RULES APPLICABLE TO
FCC-CERTIFIED SALES OF BROADCAST PROP-
ERTY

(Sec. 2 of the House bill, sec. 2 of the Senate
amendment, sec. 2 of the conference agree-
ment, and sec. 1071 of the Code)

Present Law and Background

Tax treatment of a seller of broadcast property

General tax rules

Under generally applicable Code provi-
sions, the seller of a business, including a
broadcast business, recognizes gain to the
extent the sale price (and any other consid-
eration received) exceeds the seller’s basis in
the property. The recognized gain is then
subject to the current income tax unless the
gain is deferred or not recognized under a
special tax provision.

Special rules under Code section 1033

Under Code section 1033, gain realized by a
taxpayer from certain involuntary conver-
sions of property is deferred to the extent
the taxpayer purchases property similar or
related in service or use to the converted
property. The replacement property may be
acquired directly or by acquiring control of a
corporation (generally, 80 percent of the
stock of the corporation) that owns replace-
ment property. The taxpayer’s basis in the
replacement property generally is the same
as the taxpayer’s basis in the converted
property, decreased by the amount of any
money or loss recognized on the conversion,
and increased by the amount of any gain rec-
ognized on the conversion.

Only involuntary conversions that result
from destruction, theft, seizure, or con-
demnation (or threat or imminence thereof)
are eligible for deferral under Code section
1033. In addition, the term ‘‘condemnation’’
refers to the process by which private prop-
erty is taken from public use without the
consent of the property owner but upon the
award and payment of just compensation, ac-
cording to a ruling by the Internal Revenue
Service (IRS).1 Thus, for example, an order
by a Federal court to a corporation to divest
itself of ownership of certain stock because
of anti-trust rules is not a condemnation (or
a threat or imminence thereof), and the di-
vestiture is not eligible for deferral under
this provision.2 Under another IRS ruling,
the ‘‘threat or imminence of condemnation’’
test is satisfied if, prior to the execution of
a binding contract to sell the property, ‘‘the
property owner is informed, either orally or
in writing by a representative of a govern-
mental body or public official authorized to
acquire property for public use, that such
body or official has decided to acquire his
property, and from the information conveyed
to him has reasonable grounds to believe
that his property will be condemned if a vol-
untary sale is not arranged.’’ 3 However,
under this ruling, the threatened taking also

must constitute a condemnation, as defined
above.

Special rules under Code section 1071

Under Code section 1071, if the FCC cer-
tifies that a sale or exchange of property is
necessary or appropriate to effectuate a
change in a policy of, or the adoption of a
new policy by, the FCC with respect to the
ownership and control of ‘‘radio broadcasting
stations,’’ a taxpayer may elect to treat the
sale or exchange as an involuntary conver-
sion. The FCC is not required to determine
the tax consequences of certifying a sale or
to consult with the IRS about the certifi-
cation process.

Under Code section 1071, the replacement
requirement in the case of FCC-certified
sales may be satisfied by purchasing stock of
a corporation that owns broadcasting prop-
erty, whether or not the stock represents
control of the corporation. In addition, even
if the taxpayer does not reinvest all the sales
proceeds in similar or related replacement
property, the taxpayer nonetheless may
elect to defer recognition of gain if the basis
of depreciable property that is owned by the
taxpayer immediately after the sale or that
is acquired during the same taxable year is
reduced by the amount of deferred gain.

Tax treatment of a buyer of broadcast property

Under generally applicable Code provi-
sions, the purchaser of a broadcast business,
or any other business, acquires a basis equal
to the purchase price paid. In an asset acqui-
sition, a buyer must allocate the purchase
price among the purchased assets to deter-
mine the buyer’s basis in these assets. In a
stock acquisition, the buyer generally takes
a basis in the stock equal to the purchase
price paid, and the business retains its basis
in the assets. This treatment applies wheth-
er or not the seller of the broadcast property
has received an FCC certificate exempting
the sale transaction from the normal tax
treatment.

FCC tax certificate program

Multiple ownership policy

The FCC originally adopted multiple own-
ership rules in the early 1940s.4 These rules
prohibited broadcast station owners from
owning more than one station in the same
service area, and, generally, more than six
high frequency (radio) or three television
stations. Owners wishing to acquire addi-
tional stations had to divest themselves of
stations they already owned in order to re-
main in compliance with the FCC’s rules.

In November 1943, the FCC adopted a rule
that prohibited duopolies (ownership of more
than one station in the same city).5 After
these rules were adopted, owners wishing to
acquire additional stations in excess of the
national ownership limit had to divest them-
selves of stations they already owned in
order to remain in compliance with the
FCC’s rules. After Code section 1071 was
adopted in 1943, in some cases, parties peti-
tioned the FCC for tax certificates pursuant
to Code section 1071 when divesting them-
selves of stations. These divestitures were la-
beled ‘‘voluntary divestitures’’ by the FCC.
When the duopoly rule was adopted, 35 li-
censees that held more than one license in a
particular city were required by the rule ‘‘in-
voluntarily’’ to divest themselves of one of
the licenses.6
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52 R.R.2d 1469 (1982).

9 52 R.R.2d at n. 1.
10 Commission’s Policy Regarding the Advance-

ment of Minority Ownership in Broadcasting, Policy
Statement, and Notice of Proposed Rulemaking, 92
FCC2d 853–855 (1982).

11 See Amendment of Section 73.3597 of the Com-
mission’s Rules (Applications for Voluntary Assign-
ments or Transfers of Control), 57 R.R.2d 1149 (1985).
Anti-trafficking rules require cable properties to be
held for at least three years (unless the property is
sold pursuant to a tax certificate).

12 Commission Policy Regarding the Advancement
of Minority Ownership in Broadcasting, 92 FCC2d 849
(1982).

13 Omnibus Budget Reconciliation Act of 1993, P.L.
103–66, Title VI.

14 Fifth Report and Order, 9 FCC Rcd 5532 (1994).
15 Omnibus Budget Reconciliation Act of 1993, P.L.

103–66, section 6002(a).
16 Installment payments are available to small

businesses and rural telephone companies.
17 The PCS auctions for the 1850–1990MHz spectrum

commenced in December, 1994.

18 See, Third Report and Order and Memorandum
Opinion and Order, 8 FCC Rcd 6589 (1993).

19 The transaction between the PCS licensee and
the incumbent microwave operator might qualify
for tax-free treatment as a like-kind exchange under
Code section 1031 or as an involuntary conversion
under Code section 1033. However, the availability of
deferral under these Code provisions may be uncer-
tain in certain circumstances. For example, it may
be unclear whether the transaction would qualify as
an involuntary conversion under currently applica-
ble IRS standards.

20 Pub. L. No. 100–202 (1987).
21 The appropriations restriction ‘‘does not pro-

hibit the agency from taking steps to create greater
opportunity for minority ownership.’’ H. Rept. No.
103–708 (Conf. Rept.) 103d Cong. 2d Sess. 40 (1994).

Minority ownership policy

In 1978, the FCC announced a policy of pro-
moting minority ownership of broadcast fa-
cilities by offering an FCC tax certificate to
those who voluntarily sell such facilities (ei-
ther in the form of assets or stock) to minor-
ity individuals or minority-controlled enti-
ties.7 The FCC’s policy was based on the view
that minority ownership of broadcast sta-
tions would provide a significant means of
fostering the inclusion of minority views in
programming, thereby serving the needs and
interests of the minority community as well
as enriching and educating the non-minority
audience. The FCC subsequently expanded
its policy to include the sale of cable tele-
vision systems to minorities as well.8

‘‘Minorities,’’ within the meaning of the
FCC’s policy, include ‘‘Blacks, Hispanics,
American Indians, Alaska Natives, Asians,
and Pacific Islanders.’’ 9 As a general rule, a
minority-controlled corporation is one in
which more than 50 percent of the voting
stock is held by minorities. A minority-con-
trolled limited partnership is one in which
the general partner is a minority or minor-
ity-controlled, and minorities have at least a
20-percent interest in the partnership.10 The
FCC requires those who acquire broadcast
properties with the help of the FCC tax cer-
tificate policy to hold those properties for at
least one year.11 An acquisition can qualify
even if there is a pre-existing agreement (or
option) to buy out the minority interests at
the end of the one-year holding period, pro-
viding that the transaction is at arm’s-
length.

In 1982, the FCC further expanded its tax
certificate policy for minority ownership. At
that time, the FCC decided that, in addition
to those who sell properties to minorities,
investors who contribute to the stabilization
of the capital base of a minority enterprise
would be entitled to a tax certificate upon
the subsequent sale of their interest in the
minority entity.12 To qualify for an FCC tax
certificate in this circumstance, an investor
must either (1) provide start-up financing
that allows a minority to acquire either
broadcast or cable properties, or (2) purchase
shares in a minority-controlled entity within
the first year after the license necessary to
operate the property is issued to the minor-
ity. An investor can qualify for a tax certifi-
cate even if the date of the interest occurs
after participation by a minority in the en-
tity has ceased. In these situations, the sta-
tus of the divesting investor and the pur-
chaser of the divested interest is irrelevant,
because the goal is to increase the financing
opportunities available to minorities.

Personal communications services ownership
policy

In 1993, Congress provided for the orderly
transfer of frequencies, including frequencies
that can be licensed pursuant to competitive
bidding procedures.13 The FCC has adopted
rules to conduct auctions for the award of

more than 2,000 licenses to provide personal
communications services (‘‘PCS’’). PCS will
be provided by means of a new generation of
communication devices that will include
small, lightweight, multi-function portable
phones, portable facsimile and other imaging
devices, new types of multi-channel cordless
phones, and advanced paging devices with
two-way data capabilities. The PCS auctions
(which began last year) will constitute the
largest auction of public assets in American
history and are expected to generate billions
of dollars for the United States Treasury.14

The FCC has designed procedures to ensure
that small businesses, rural telephone com-
panies and businesses owned by women and
minorities have ‘‘the opportunity to partici-
pate in the provision’’ of PCS, as Congress
directed in 1993.15 To help minorities and
women participate in the auction of the PCS
licenses, the FCC took several steps includ-
ing up to a 25-percent bidding credit, a re-
duced upfront payment requirement, a flexi-
ble installment payment schedule and an ex-
tension of the tax certificate program for
businesses owned by minorities and women.16

The FCC will employ the tax certificate
program in three ways: (1) initial investors
(who provide ‘‘start-up’’ financing or pur-
chase interests within the first year after li-
cense issuance) in minority and woman-
owned PCS businesses will be eligible for
FCC tax certificates upon the sale of their
investments; (2) holders of PCS licenses will
be able to obtain FCC tax certificates upon
the sale of the business to a company con-
trolled by minorities and women; and (3) a
cellular operator that sells its interest in an
overlapping cellular system to a minority or
a woman-owned business to come into com-
pliance with the FCC PCS/cellular cross-
ownership rule will be eligible for a tax cer-
tificate. In addition, as discussed below, the
FCC will issue tax certificates for PCS to en-
courage fixed microwave operators volun-
tarily to relocate to clear a portion of the
spectrum for PCS technologies.

Microwave relocation policy

PCS can operate only on frequencies below
3GHz. However, because that frequency
range is currently occupied by various pri-
vate fixed microwave communications sys-
tems (such as railroads, oil pipelines, and
electric utilities), there are no large blocks
of unallocated spectrum available to PCS.
To accommodate PCS, the FCC has reallo-
cated the spectrum; the 1850–1990MHz spec-
trum will be used for PCS, and the micro-
wave systems will be required to move to
higher frequencies. Current occupants of the
1850–1990MHz spectrum allocated to PCS
must relocate to higher frequencies not later
than three years after the close of the bid-
ding process.17 In accordance with FCC rules,
these current occupants have the right to be
compensated for the cost of replacing their
old equipment, which can operate only on
the 1850–1990MHz spectrum, with equipment
that will operate at the new, higher fre-
quency. At a minimum, the winners of the
new PCS licenses must pay for and install
new facilities to enable the incumbent
microwave operators to relocate. The
amount of these payments and characteris-
tics of the new equipment will be the subject
of negotiation between the incumbent micro-
wave operators and the PCS licensees; thus,
the nature of the compensation (i.e., solely
replacement equipment, or a combination of
replacement equipment plus a cash payment)

is unknown at present. If no agreement is
reached within the 3-year voluntary negotia-
tion period, the microwave operators will be
required by the FCC to vacate the spectrum;
however, the timing of such relocation is un-
certain because the relocation would take
place only after completion of a formal nego-
tiation process in which the FCC would be a
participant.

The FCC will employ the tax certificate
program for PCS to encourage fixed micro-
wave operators voluntarily to relocate from
the 1850–1990 MHz band to clear the band for
PCS technologies.18 Tax certificates will be
available to incumbent microwave operators
that relocate voluntarily within three years
following the close of the bidding process.
Thus, the certificates are intended to en-
courage such occupants to relocate more
quickly than they otherwise would and to
clarify the tax treatment of such trans-
actions.19

Congressional appropriations rider

Since fiscal year 1988, in appropriations
legislation, the Congress has prohibited the
FCC from using any of its appropriated funds
to repeal, to retroactively apply changes in,
or to continue to reexamination of its com-
parative licensing, distress sale and tax cer-
tificate policies.20 This limitation has not
prevented an expansion of the existing pro-
gram.21 The current rider will expire at the
end of the 1995 fiscal year, September 30,
1995.

House Bill

The House bill would repeal Code section
1071. Thus, a sale or exchange of broadcast
properties would be subject to the same tax
rules applicable to all other taxpayers en-
gaged in the sale or exchange of a business.

Effective date.—The repeal of section 1071
would be effective for (1) sales or exchanges
on or after January 17, 1995, and (2) sale or
exchanges before that date if the FCC tax
certificate with respect to the sale or ex-
change is issued on or after that date. The
provision would not apply to taxpayers who
have entered into a binding written contract
(or have completed a sale or exchange pursu-
ant to a binding written contract) before
January 17, 1995, and who have applied for an
FCC tax certificate by that date. A contract
would be treated as not binding for this pur-
pose if the sale or exchange pursuant to the
contract (or the material terms of the con-
tract) were contingent on January 16, 1995,
on issuance of an FCC tax certificate. A sale
or exchange would not be contingent on Jan-
uary 16, 1995, on issuance of an FCC tax cer-
tificate if the tax certificate had been issued
by the FCC by that date.

Senate Amendment

The Senate amendment is the same as the
House bill.

Conference Agreement

The conference agreement follows the
House bill and the Senate amendment with a
clarification that the material terms of an
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22 See, e.g., PLR 8132072, PLR 8020069. Private let-
ter rulings do not have precedential authority and
may not be relied upon by any taxpayer other than
the taxpayer receiving the ruling but are some indi-
cation of IRS administrative practice.

otherwise binding contract in effect on Janu-
ary 16, 1995, would not be treated as contin-
gent on the issuance of an FCC tax certifi-
cate solely because the contract provides
that the sales price is increased by an
amount not greater than 10 percent of the
sales price in the event an FCC tax certifi-
cate is not issued.

C. MODIFICATION OF CODE SECTION 1033
(Sec. 3 of the House bill, sec. 3 of the Senate

amendment, sec. 3 of the conference agree-
ment, and sec. 1033 of the Code)

Present Law

As described above (item B), under Code
section 1033, gain realized by a taxpayer from
certain involuntary conversions of property
is deferred to the extent the taxpayer pur-
chases property similar or related in service
or use to the converted property within a
specified period.

Under rulings issued by the IRS to tax-
payers, property (stock or assets) purchased
from a related person may, in some cases,
qualify as property similar or related in
service or use to the converted property.22

Thus, in certain circumstances, related tax-
payers may obtain significant (and possible
indefinite or permanent) tax deferral with-
out any additional cash outlay to acquire
new properties. In cases in which a taxpayer
purchases stock as replacement property,
section 1033 permits the taxpayer to reduce
basis of stock, but does not require any re-
duction in the basis of the underlying assets.
Thus, the reduction in basis of stock does
not result in reduced depreciation deduc-
tions.

House Bill

Under the House bill, a taxpayer would not
be entitled to defer gain under Code section
1033 when the replacement property or stock
is purchased from a related person. For pur-
poses of the bill, a person would be treated as
related to another person if the relationship
between the persons would result in a dis-
allowance of losses under the rules of Code
section 267 or 707(b). The provision would be
intended to apply to all cases involving rela-
tionships to the taxpayer described in Code
section 267(b) or 707(b)(1), including members
of controlled groups under Code section
267(f).

Effective date.—The provision would apply
to replacement property or stock acquired
on or after February 6, 1995.

Senate Amendment
Related-party transactions

Under the Senate amendment, subchapter
C corporations would not be entitled to defer
gain under Code section 1033 if the replace-
ment property or stock is purchased from a
related person. A person would be treated as
related to another person if the person bears
a relationship to the other person described
in Code section 267(b) or 707(b)(1). An excep-
tion to the general rule would provide that a
taxpayer could purchase replacement prop-
erty or stock from a related person and defer
gain under Code section 1033 to the extent
the related person acquired the replacement
property or stock from an unrelated person
within the period prescribed under Code sec-
tion 1033. Thus, property acquired from out-
side the group within the period prescribed
by section 1033 and retransferred to the tax-
payer member of the group within the pre-
scribed time period, would qualify in the
hands of the taxpayer to the extent that the
property’s basis or other net tax con-
sequences to the group do not change as a re-
sult of the transfer.

Microwave relocation transactions

The Senate amendment would provide that
sales or exchanges that are certified by the
FCC as having been made by a taxpayer in
connection with the relocation of the tax-
payer from the 1850–1990MHz spectrum by
reason of the FCC’s reallocation of that spec-
trum for use for PCS would be treated as in-
voluntary conversions to which Code section
1033 applies.
Effective date

The provision prohibiting the purchase of
qualified replacement property from a relat-
ed party would apply to involuntary conver-
sions occurring on or after February 6, 1995.

The provision treating certain microwave
relocation transactions as involuntary con-
versions would apply to sales or exchanges
occurring before January 1, 2000.

Conference Agreement

The conference agreement follows the Sen-
ate amendment with a modification to pro-
vide that the amendments made to section
1033 will apply not only to C corporations,
but also to certain partnerships. Specifi-
cally, the provision will apply to a partner-
ship if more than 50 percent of the capital in-
terest, or profits interest, of the partnership
are owned, directly or indirectly (as deter-
mined under section 707(b)(3)), by C corpora-
tions at the time of the involuntary conver-
sion. If the provision applies to a partnership
under the above rule, the provision would
apply to all partners of the partnership, in-
cluding partners that are not C corporations.
If a partnership is not described by the above
rule, none of the partners of the partnership
will be subject to the provision by reason of
their interest in the partnership.

In addition, the conference agreement
clarifies that the determination of whether
or not a partnership is related to another
party will be made at the partnership level.

D. UNEARNED INCOME TEST FOR EARNED
INCOME TAX CREDIT

(Sec. 4 of the House bill, sec. 4 of the Senate
amendment, sec. 4 of the conference agree-
ment, and sec. 32 of the Code)

Present Law

Eligible low-income workers are able to
claim a refundable earned income tax credit
(EITC). The amount of the credit an eligible
taxpayer may claim depends upon whether
the taxpayer has one, more than one, or no
qualifying children and is determined by
multiplying the credit rate by the taxpayer’s
earned income up to an earned income
threshold. The maximum amount of the
credit is the product of the credit rate and
the earned income threshold. For taxpayers
with earned income (or adjusted gross in-
come, if greater) in excess of the phaseout
threshold, the credit amount is reduced by
the phaseout rate multiplied by the amount
of earned income (or adjusted gross income,
if greater) in excess of the phaseout thresh-
old. The credit is not allowed if earned in-
come (or adjusted gross income, if greater)
exceeds the phaseout limit. There is no addi-
tional limitation on the amount of unearned
income that the taxpayer may receive.

The parameters for the EITC depend upon
the number of qualifying children the tax-
payer claims. For 1995, the parameters are as
follows:

Two or more
qualifying
children—

One qualify-
ing child—

No qualifying
children—

Credit rate ........................... 36.00% 34.00% 7.65%
Phaseout rate ...................... 20.22 15.98% 7.65%
Earned income threshold .... $8,640 $6,160 $4,100
Maximum credit .................. $3,110 $2,094 $314
Phaseout threshold ............. $11,290 $11,290 $5,130
Phaseout limit ..................... $26,673 $24,396 $9,230

The earned income threshold and the
phaseout threshold are indexed for inflation;

because the phaseout limit depends on those
amounts, the phaseout rate, and the credit
rate, the phaseout limit will also increase if
there is inflation. Earned income consists of
wages, salaries, other employee compensa-
tion, and net self-employment income.

The credit rates and phaseout rates for the
EITC change over time under present law.
For 1996 and after, the credit rate will be 40
percent and the phaseout rate will be 21.06
percent for taxpayers with two or more
qualifying children. The credit rate and the
phaseout rate for taxpayers with one qualify-
ing child or no qualifying children will be
the same as those listed in the table above.

In order to claim the EITC, a taxpayer
must either have a qualifying child or must
meet other requirements. A qualifying child
must meet a relationship test, an age test,
and a residence test. In order to claim the
EITC without a qualifying child, a taxpayer
must not be a dependent and must be over
age 24 and under age 65.

House Bill

Under the House bill, a taxpayer would not
be eligible for the EITC if the aggregate
amount of interest and dividends includible
in the taxpayer’s income for the taxable year
exceeds $3,150. The otherwise allowable EITC
amount would be phased out ratably for tax-
payers with aggregate taxable interest and
dividend income between $2,500 and $3,150.
For taxable years beginning after 1996, the
$2,500 threshold and the $650 size of the
phaseout would be indexed for inflation with
rounding to the nearest multiple of $10.

Effective date.—The provision would be ef-
fective for taxable years beginning after De-
cember 31, 1995.

Senate Amendment

Under the Senate amendment, a taxpayer
would not be eligible for the EITC if the ag-
gregate amount of ‘‘disqualified income’’ of
the taxpayer for the taxable year exceeds
$2,450. Disqualified income would be the sum
of:

(1) interest (whether or not subject to tax)
received or accrued in the taxable year,

(2) dividends to the extent includible in
gross income for the taxable year, and

(3) net income (if greater than zero) from
rents and royalties not derived in the ordi-
nary course of business.

Effective date.—Same as the House bill.

Conference Agreement

The conference agreement provides that a
taxpayer is not eligible for the EITC if the
aggregate amount of ‘‘disqualified income’’
of the taxpayer for the taxable year exceeds
$2,350. Disqualified income is the sum of:

(1) interest and dividends includible in
gross income for the taxable year,

(2) tax-exempt interest received or accrued
in the taxable year, and

(3) net income (if greater than zero) from
rents and royalties not derived in the ordi-
nary course of business.

Tax-exempt interest is defined as amounts
required to be reported on the taxpayer’s re-
turn under Code section 6012(d).

Effective date.—The provision is effective
for taxable years beginning after December
31, 1995.

E. EXTENSION OF RULE FOR CERTAIN GROUP
HEALTH PLANS

(Sec. 5 of the conference agreement and sec.
162(n) of the Code)

Present Law

In general, present law disallows employer
deductions for any amounts paid or incurred
in connection with a group health plan if the
plan fails to reimburse hospitals for inpa-
tient services provided in the State of New
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York at the same rate that licensed commer-
cial insurers are required to reimburse hos-
pitals for inpatient services of individuals
not covered by a group health plan. This pro-
vision applies with respect to inpatient hos-
pital services provided to participants after
February 2, 1993, and on or before May 12,
1995.

House Bill

No provision.

Senate Amendment

No provision.

Conference Agreement

The conference agreement extends the
present-law deduction disallowance for ex-
penses in connection with certain group
health plans through December 31, 1995.

Effective date.—The provision is effective
on the date of enactment.

F. IMPOSITION OF TAX ON U.S. CITIZENS WHO
RELINQUISH CITIZENSHIP

(Sec. 5 of the Senate amendment, sec. 6 of
the conference agreement, proposed new
sec. 877A, and secs. 877 and 7701 of the Code)

Present Law

U.S. citizens and residents generally are
subject to U.S. income taxation on their
worldwide income. The United States im-
poses tax on gains recognized by foreign per-
sons that are attributable to dispositions of
interests in U.S. real property. Distribu-
tions, including lump-sum distributions,
that foreign persons receive from qualified
U.S. retirement plans generally are subject
to U.S. tax at a 30-percent rate.

A U.S. citizen who relinquishes U.S. citi-
zenship with a principal purpose to avoid
Federal tax may be subjected to an alter-
native taxing method for 10 years after expa-
triation (sec. 877). Under this alternative
method, the expatriate generally is taxed on
his U.S. source income (net of certain deduc-
tions), as well as on certain business profits,
at rates applicable to U.S. citizens and resi-
dents.

The United States imposes its estate tax
on the worldwide estates of persons who were
citizens or domiciliaries of the United States
at the time of death, and on certain property
belonging to nondomiciliaries of the United
States which is located in the United States
at the time of their death. The U.S. gift tax
is imposed on all gifts made by U.S. citizens
and domiciliaries, and on gifts of property
made by nondomiciliaries where the prop-
erty is located in the United States at the
time of the gift. Special rules apply to the
estate and gift tax treatment of individuals
who relinquished their U.S. citizenship with-
in 10 years of death or gift, if the individual’s
loss of U.S. citizenship has as one of its prin-
cipal purposes a tax avoidance motive.

House Bill

No provision.

Senate Amendment

Under the Senate amendment, a U.S. citi-
zen who relinquishes citizenship generally
would be treated as having sold all of his
property at fair market value immediately
prior to the expatriation. Gain or loss from
the deemed sale would be recognized at that
time, generally without regard to other pro-
visions of the Code. Net gain on the deemed
sale would be recognized under the bill only
to the extent it exceeds $600,000 ($1.2 million
in the case of married individuals filing a
joint return, both of whom expatriate).

Property treated as sold by an expatriating
citizen under the provision would include all
items that would be included in the individ-
ual’s gross estate under the Federal estate
tax if such individual were to die on the day
of the deemed sale, plus certain trust inter-
ests that are not otherwise includible in the
gross estate and other interests that may be
specified by the Treasury Department in
order to carry out the purposes of the provi-
sion.

Certain types of property generally would
not be taken into account for purposes of de-
termining the expatriation tax: U.S. real
property interests, interests in qualified re-
tirement plans (other than interests attrib-
utable to excess contributions or contribu-
tions that violate any condition for tax-fa-
vored treatment), and, under regulations, in-
terests in foreign pension plans and similar
retirement plans or programs (up to a maxi-
mum amount of $500,000).

Under the amendment, an expatriate who
is a beneficiary of a trust would be deemed
to own a separate trust consisting of the as-
sets allocable to his share of the trust, in ac-
cordance with his interest in the trust. The
separate trust would be treated as selling its
assets for fair market value immediately be-
fore the beneficiary relinquishes his citizen-
ship, and distributing all resulting income
and corpus to the beneficiary.

Under the amendment, a U.S. citizen who
renounces his U.S. nationality before a diplo-
matic or consular officer of the United
States would be treated as having relin-
quished his citizenship on the date, provided
that the renunciation is later confirmed by
the issuance of a certificate of loss of nation-
ality (‘‘CLN’’) by the U.S. Department of
State. A U.S. citizen who furnishes to the
Department of State a signed statement of
voluntary relinquishment of U.S. nationality
confirming the performance of an expatriat-
ing act would be treated as having relin-
quished his citizenship on the date such
statement is so furnished, provided that the
voluntary relinquishment is later confirmed
by the issuance of a CLN. Any other U.S. cit-
izen to whom the Department of State issues
a CLN would be treated as having relin-
quished his citizenship on the date the CLN
is issued to the individual. A naturalized cit-
izen is treated as having relinquished his
citizenship on the date a court of the United

States cancels his certificate of naturaliza-
tion.

Under the amendment, an individual who
is subject to the tax on expatriation would
be required to pay a tentative tax equal to
the amount of tax that would have been due
based on a hypothetical short tax year that
ended on the date the individual relinquished
his citizenship. The tentative tax would be
due on the 90th day after the date of relin-
quishment.

The amendment would provide that the
time for the payment of the tax on expatria-
tion may be extended for a period not to ex-
ceed 10 years at the request of the taxpayer,
as provided by section 6161.

The amendment would authorize the
Treasury Department to issue regulations to
permit a taxpayer to allocate the taxable
gain (net of any applicable exclusion) to the
basis of assets taxed under this provision,
thereby preventing double taxation if the as-
sets remain subject to U.S. tax jurisdiction.

Effective date.—The amendment would be
effective for U.S. citizens who relinquish
their U.S. citizenship (as determined under
the provision) on or after February 6, 1995.
The tentative tax would not be required to
be paid until 90 days after the date of enact-
ment.

Present law would continue to apply to
U.S. citizens who relinquished their citizen-
ship prior to February 6, 1995.

Conference Agreement

The conference agreement does not include
the Senate amendment.

The conference agreement, however, di-
rects that the staff of the Joint Committee
on Taxation undertake a study of the issues
presented by any proposals to affect the tax
treatment of expatriation, including an eval-
uation of (1) the effectiveness and enforce-
ability of current law with respect to the tax
treatment of expatriation, (2) the current
level of expatriation for tax avoidance pur-
poses, (3) any restrictions imposed by any
constitutional requirement that Federal in-
come tax apply only to realized gains, (4) the
application of international human rights
principles to the taxation of expatriation, (5)
the possible effects of any such proposals on
the free flow of capital into the United
States, (6) the impact of any such proposals
on existing tax treaties and future treaty ne-
gotiations, (7) the operation of any such pro-
posals in the case of interests in trusts, (8)
the problems of potential double taxation in
any such proposals, (9) the impact of any
such proposals on the trade policy objectives
of the United States, (10) the administra-
bility of such proposals, and (11) possible
problems associated with existing law, in-
cluding estate and gift tax provisions. The
results of such study are to be reported to
the Chairman of the House Committee on
Ways and Means and to the Chairman of the
Senate Committee on Finance by June 1,
1995.

ESTIMATED REVENUE EFFECTS OF H.R. 831 AS AGREED TO BY HOUSE AND SENATE CONFEREES—FISCAL YEARS 1995–2005
[Millions of Dollars]

Provision Effective 1995 1996 1997 1998 1999 2000 1995–00 2001–05 1995–05

1. Extend self-employed health deduction: 25% for 1994 and 30%
thereafter.

tyba Dec. 31, 1993 ..................... ¥514 ¥482 ¥527 ¥587 ¥649 ¥708 ¥3,467 ¥4,520 ¥7,987

2. Repeal section 1071 (FCC tax certificate program with transition) Jan. 17, 1995 .............................. 303 379 135 135 170 201 1,323 1,465 2,786
3. Modify section 1033 for corporations with transition rule for

microwave relocation previously entitled to section 1071 (non-
recognition of gain on involuntary conversions not to apply to ac-
quisitions from related persons).

Feb. 6, 1995 ................................ 5 9 23 33 47 67 184 505 689

4. Deny earned income tax credit to individuals with interest, divi-
dends, tax-exempt interest income, and net rental and royalty in-
come over $2,350 (the threshold is not indexed for inflation) 1.

Jan. 1, 1996 ................................ ................... 22 436 487 521 556 2,023 3,515 5,538

5. Extension of rule for certain group health plans ............................ DoE .............................................. ¥42 ¥11 ................... ................... ................... ................... ¥53 ................... ¥53

Net totals ................................................................................ ...................................................... ¥248 ¥83 67 68 89 116 10 965 975

1 Included in this estimate are decreases in EITC outlays of $18 million for FY 1996, $353 million for FY 1997, $397 million for FY 1998, $426 million for FY 1999, $449 million for FY 2000, $495 million for FY 2001, $529 million for FY
2002, $566 million for FY 2003, $605 million for FY 2004, and $647 million for FY 2005.

Note.—Details may not add to totals due to rounding. Legend for ‘‘Effective’’ column: tyba=taxable years beginning after. DoE=date of enactment.
Source: Joint Committee on Taxation.
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TERM LIMITS CONSTITUTIONAL
AMENDMENT

The SPEAKER pro tempore (Mr.
BARRETT of Nebraska). Pursuant to
House Resolution 116 and rule XXIII,
the Chair declares the House in the
Committee of the Whole House on the
State of the Union for the further con-
sideration of the joint resolution,
House Joint Resolution 73.

b 1453
IN THE COMMITTEE OF THE WHOLE

Accordingly the House resolved itself
into the Committee of the Whole House
on the State of the Union for the fur-
ther consideration of the joint resolu-
tion (H.J. Res. 73) proposing an amend-
ment to the Constitution of the United
States with respect to the number of
terms of office of Members of the Sen-
ate and the House of Representatives,
with Mr. KLUG in the chair.

The Clerk read the title of the joint
resolution.

The CHAIRMAN. When the Commit-
tee of the Whole rose earlier today, the
following time remained in general de-
bate:

The gentleman from Michigan [Mr.
CONYERS] had 91⁄2 minutes, the gen-
tleman from Connecticut [Mr. SHAYS]
also had 91⁄2 minutes, and the gen-
tleman from Florida [Mr. CANADY] had
28 minutes remaining.

Mr. CANADY of Florida. Mr. Chair-
man, I yield 2 minutes to the gen-
tleman from Tennessee [Mr. HILLEARY].

(Mr. HILLEARY asked and was given
permission to revise and extend his re-
marks.)

Mr. HILLEARY. Mr. Chairman, I rise
in strong support of term limits today.

Members of the House will have the
opportunity to vote on several versions
of term limits. We all have our dif-
ferences as to the one which we prefer.
But in the end, Members will have a
chance to stand up and have their voice
counted, for the first time ever, either
for or against term limits.

This will be an historic opportunity
for this country to return to the citizen
legislature envisioned by the Founding
Fathers.

I am proud to be a part of this ener-
getic class of freshman Members and I
am proud of the bill we have crafted.
Over the past several weeks we have
helped pass legislation to make his-
toric change in the way the rest of the
Government works.

Today we are going to vote on help-
ing make historical change to the way
this institution works.

We have the opportunity to give back
power to the people.

We have the opportunity to end the
era of the career politician.

We might not achieve that goal
today, but this is the first vote ever on
term limits and it should be considered
a win for the people no matter what
happens.

If we garner the 290 votes we need,
then we are going to send this bill over
to the Senate with an incredible
amount of momentum. If we fall short,
we have still made a huge down pay-
ment on the concept of term limits.

I say this sadly, but I believe that
those that vote against term limits
may have themselves in peril the next
time they stand for reelection. Their
constituents may decide not to send
them back. I say this with sadness be-
cause I have nothing but respect for
the folks, men and women, who have
labored here for many years in service
to their country. But with all due re-
spect, I firmly believe that none of us
are irreplaceable and as proud as I am
of our freshman class, none of us need
to be here for the next 20 or 30 years.

Let’s support the wishes of the citi-
zens of this country by passing term
limits today. Regardless of what
emerges from the Committee of the
Whole, let’s support term limits on
final passage.

Mr. CANADY of Florida. Mr. Chair-
man, I yield 2 minutes to the gen-
tleman from Pennsylvania [Mr. FOX].

(Mr. FOX of Pennsylvania asked and
was given permission to revise and ex-
tend his remarks.)

Mr. FOX of Pennsylvania. Mr. Chair-
man, term limits is an idea whose time
has arrived. The people of the United
States have said in record numbers,
over 80 percent, that they want term
limits. It may be the most popular
item that we have in the Contract With
America. If we vote today for any of
these various proposals, such as the 6-
year Inglis bill, the 12-year McCollum
bill or the Hilleary States rights legis-
lation, we will set in motion a chance
for the people to decide.

The first step is the passage here in
the U.S. House. The second step would
be the passage in the U.S. Senate. The
third step would be 38 States to adopt.
California has already shown us that
with issue and referendum, how fair it
is to involve each of the citizens in the
direct process of deciding the issues
that affect their lives. This legislation
before us will again give power to the
people to decide just how long the
terms in office should be.

With term limits, we bring to the
Congress an infusion of new ideas, new
enthusiasm, and a fresh perspective. By
passing term limits, more people will
have the chance to personally contrib-
ute their individual talent, their ener-
gies to the representative process. We

have already seen how the public is
looking to us to in fact come through
with the promises from the Contract
With America.

We have already seen the adoption of
the Shays act, the accountability law,
the balanced budget amendment, the
line-item veto, the prohibition of un-
funded mandates, legal reform, and
now we are here on term limits. It is
the responsibility for each Member of
the House to decide which bill best fits
their district or their view of how the
United States should look at term lim-
its. But in any event, term limits is
certainly what the people in great vast
numbers want across the United
States.

It is our job tonight to vote in favor
of those legislative items.

Mr. CANADY of Florida. Mr. Chair-
man, I yield 21⁄2 minutes to the gen-
tleman from Wisconsin [Mr. ROTH].

Mr. ROTH. I thank my friend the
gentleman for yielding me the time.

Mr. Chairman, I am going to be vot-
ing for term limits today, but that does
not mean I am in favor of term limits.
The reason I am voting for term limits
is because we have a Contract With
America and I signed the contract. I do
not want to renege on my word.

Last November 8, the American peo-
ple voted and we had wholesale change
in the House of Representatives. If I
have to go in for open heart surgery, I
don’t want a man or woman just out of
medical school, I want someone who
has been there for awhile and knows
what they are doing. But I did sign the
Contract With America last Septem-
ber, and I told the people that I would
vote for term limits, and that is why I
feel honor bound and duty bound to
vote for term limits.

I did survey the people of my district.
In fact, I asked all the questions, all 10,
on the Contract With America. It
might be interesting that on term lim-
its, we had some 15,534 people respond,
5,929 for, 9,605 against. So 61 percent of
the people were against term limits.
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Basically what I asked was whether
they want a 6-year term or 12-year
term, or neither. People should be able
to vote whomever they want in the bal-
lot box and 61 percent of the people did
pick the third one.

In 1787 after our forefathers crafted a
constitution at the Convention, it was
not ratified immediately, it went to
the States and there was a debate. And
I feel that is what we are going to be
doing with this amendment. We are
going to be sending it to the States and
let us have a debate, a national debate,
and that probably it can lead to a na-
tional catharsis. We can debate this
issue and allow the people to have an
ultimate say and that is why I think
this particular amendment is impor-
tant. I think the people should have a
say throughout the land.
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