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House of Representatives

The House met at 12 noon and was
called to order by the Speaker pro tem-
pore [Ms. GREENE of Utah].

DESIGNATION OF THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker:

WASHINGTON, DC,
July 8, 1996.

I hereby designate the Honorable ENID
GREENE to act as Speaker pro tempore on
this day.

NEWT GINGRICH,
Speaker of the House of Representatives.

PRAYER

The Chaplain, Rev. James David
Ford, D.D., offered the following pray-
er:

Breathe into our hearts, O God, the
fullness of beauty and grace; lift our
eyes, O God, so we see the majesty of
Heaven and Earth; encourage our
voices, O God, to sing with praise and
thanksgiving for the gifts of life; open
our hands, O God, so we do the works of
justice and mercy and in all things
may we know that we are Your people,
and You are our God. In Your name, we
pray. Amen.

THE JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day’s proceedings and announces
to the House his approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. Will the
gentleman from Mississippi [Mr. MONT-
GOMERY] come forward and lead the
House in the Pledge of Allegiance.

Mr. MONTGOMERY led the Pledge of
Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

ELECTION OF THE HONORABLE
ENID GREENE OF UTAH AS
SPEAKER PRO TEMPORE
THROUGH WEDNESDAY, JULY 10,
1996

Mr. LIVINGSTON. Madam Speaker, |
offer a privileged resolution (H. Res.
471) electing Representative ENID
GREENE of Utah to act as Speaker pro
tempore, and ask for its immediate
consideration.

The Clerk read the resolution, as fol-
lows:

HOUSE RESOLUTION 471

Resolved, that the Honorable ENID GREENE,
a Representative from the State of Utah, be,
and she is hereby, elected Speaker pro tem-
pore through Wednesday, July 10, 1996.

SEC. 2. The Clerk of the House shall notify
the President and the Senate of the election
of the Honorable ENID GREENE as Speaker
pro tempore during the absence of the
Speaker.

The resolution was agreed to.

A motion to reconsider was laid on
the table.

SWEARING IN OF THE HONORABLE
ENID GREENE OF UTAH AS
SPEAKER PRO TEMPORE
THROUGH WEDNESDAY, JULY 10,
1996

The SPEAKER pro tempore. Would
the gentleman from Louisiana [Mr.
LIVINGSTON] administer the oath of of-
fice to the Chair?

Ms. GREENE of Utah took the oath
of office, administered to her by the
gentleman from Louisiana [Mr. LIVING-
STON], as follows:

Do you solemnly swear that you will sup-
port and defend the Constitution of the

United States against all enemies, foreign
and domestic; that you will bear true faith
and allegiance to the same; that you take
this obligation freely, without any mental
reservation or purpose of evasion, and that
you will well and faithfully discharge the du-
ties of the office on which you are about to
enter. So help you God.

PERMISSION FOR COMMITTEE ON
APPROPRIATIONS TO FILE PRIV-
ILEGED REPORTS ON DEPART-
MENTS OF LABOR, HEALTH AND
HUMAN SERVICES, AND EDU-
CATION AND RELATED AGENCIES
APPROPRIATIONS BILL, 1997, AND
DEPARTMENTS OF TREASURY,
POSTAL SERVICE AND GENERAL
GOVERNMENT APPROPRIATIONS
BILL, 1997

Mr. LIVINGSTON. Madam Speaker, |
ask unanimous consent that the Com-
mittee on Appropriations may have
until midnight tonight, July 8, 1996, to
file two privileged reports on bills
making appropriations for the Depart-
ments of Labor, Health and Human
Services, and Education, and related
agencies for the fiscal year ending Sep-
tember 30, 1997, and for other purposes;
and the Departments of the Treasury,
Postal Service and General Govern-
ment for the fiscal year ending Sep-
tember 30, 1997, and for other purposes.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Louisiana?

There was no objection.

The SPEAKER pro tempore. Pursu-
ant to clause 8 of rule XXI, all points of
order are reserved on the bills.

REPORT ON H.R. 3754, LEGISLA-
TIVE BRANCH APPROPRIATIONS
BILL, 1997

Mr. LIVINGSTON, from the Commit-
tee on Appropriations, submitted a
privileged report (Rept. No. 104-657), on
the bill (H.R. 3754) making appropria-
tions for the legislative branch for the
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fiscal year ending September 30, 1997,
and for other purposes, which was re-
ferred to the Union Calendar and or-
dered to be printed.

The SPEAKER pro tempore. All
points of order are reserved on the bill.

COMMUNICATION FROM THE
CLERK OF THE HOUSE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Clerk of the House of
Representatives:

HOUSE OF REPRESENTATIVES,
Washington, July 1, 1996.
The Honorable NEWT GINGRICH,
The Speaker, House of Representatives, Wash-
ington, DC.

DEAR MR. SPEAKER: Pursuant to the per-
mission granted in Clause 5 of Rule 111 of the
Rules of the U.S. House of Representatives,
the Clerk received the following messages
from the Secretary of the Senate on Monday,
July 1, 1996 at 12:15 p.m.:

That the Senate passed S. 1636; that the
Senate passed S. 1899; that the Senate passed
without amendment H.R. 1508; that the Sen-
ate passed without amendment H.R. 2070;
that the Senate passed with amendments
H.R. 2679; that the Senate passed with
amendments H.R. 2739; that the Senate
passed without amendment H.R. 2853; that
the Senate passed with amendment and re-
quested conference H.R. 3005; that the Senate
passed with amendment H.R. 3121; that the
Senate passed without amendment H. Con.
Res. 160.

With warm regards,
ROBIN H. CARLE, Clerk.

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. The
Chair desires to announce that pursu-
ant to clause 4 of rule I, the Speaker
signed the following enrolled bills on
Friday, June 28, 1996:

H.R. 1880, to designate the United States
post office building located at 102 South
McLean, Lincoln, IL., as the ‘““Edward Mad-
igan Post Office Building”’;

H.R. 2704, to provide that the United States
post office building that is to be located at
7436 South Exchange Avenue, Chicago, IL,
shall be known and designated as the
““Charles A. Hayes Post Office Building’’;

H.R. 3364, to designate the Federal Build-
ing and United States courthouse located at
235 North Washington Avenue in Scranton,
PA, as the “William J. Nealon Federal Build-
ing and United States Courthouse™.

And the Speaker pro tempore signed
the following enrolled bill on Wednes-
day, July 3, 1996:

H.R. 2070, to provide for the distribution
within the United States of the United
States Information Agency film entitled
“Fragile Ring of Life.”
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EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. MONTGOMERY) and to in-
clude extraneous matter:)

Mr. LIPINSKI.

Mr. UNDERWOOD.

Mr. SCHUMER.

ENROLLED BILLS SIGNED

Mr. THOMAS, from the Committee
on House Oversight, reported that that
committee had examined and found
truly enrolled bills of the House of the
following titles, which were thereupon
signed by the Speaker:

On June 28, 1996:

H.R. 1880. An act to designate the United
States Post Office building located at 102
South McLean, Lincoln, Illinois, as the “Ed-
ward Madigan Post Office Building’’;

H.R. 2704. An act to provide that the Unit-
ed States Post Office building that is to be
located at 7436 South Exchange Avenue, Chi-
cago, Illinois, shall be known and designated
as the ““Charles A. Hayes Post Office Build-
ing”’; and

H.R. 3364. An act to designate the Federal
building and United States courthouse lo-
cated at 235 North Washington Avenue in
Scranton, Pennsylvania, as the “William J.
Nealon Federal Building and United States
Courthouse.”

On July 2, 1996:

H.R. 1508. An act to require the transfer of
title to the District of Columbia of certain
real property in Anacostia Park to facilitate
the construction of National Children’s Is-
land, a cultural, educational, and family-ori-
ented park;

H.R. 2070. An act to provide for the dis-
tribution within the United States of the
United States Information Agency film enti-
tled ‘““Fragile Ring of Life’’; and

H.R. 2853. An act to authorize the exten-
sion of nondiscriminatory treatment (most-
favored-nation treatment) to the products of
Bulgaria.

ADJOURNMENT

Mr. MONTGOMERY. Mr. Speaker, I
move that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 12 o’clock and 7 minutes
p.m.), under its previous order, the
House adjourned until tomorrow, Tues-
day, July 9, 1996, at 12:30 p.m. for morn-
ing hour debates.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as fol-
lows:

3925. A letter from the Administrator, Ag-
ricultural Marketing Service, transmitting
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the Service’s final rule—Sheep Promotion,
Research, and Information Program (Docket
No. LS-96-004 FR) received June 28, 1996, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Commit-
tee on Agriculture.

3926. A letter from the Congressional Re-
view Coordinator, Animal and Plant Health
Inspection Service, transmitting the Serv-
ice’s final rule—Viruses, Serums, Toxins, and
Analogous Products; Marek’s Disease Vac-
cines [APHIS Docket No. 94-046-2] received
July 2, 1996, pursuant to 5 U.S.C. 801 (a)(1)(A);
to the Committee on Agriculture.

3927. A letter from the Acting Architect of
the Capitol, transmitting the report of all
expenditures during the period October 1,
1995 through March 31, 1996, pursuant to 40
U.S.C. 162b; to the Committee on Appropria-
tions.

3928. A letter from the Assistant Secretary,
Department of Education, transmitting no-
tice of final priorities for fiscal year 1996—
Safe and Drug-Free Schools and Commu-
nities Federal Activities Grants Program
(Drug and Violence Prevention), pursuant to
20 U.S.C. 1232(f); to the Committee on Eco-
nomic and Educational Opportunities.

3929. A letter from the Assistant General
Counsel for Regulations, Department of Edu-
cation, transmitting the Department’s re-
port on the notice of final funding priorities
for the Safe and Drug-Free Schools and Com-
munities Federal Activities Grants Program
(Drug and Violence Prevention), pursuant to
5 U.S.C. 801(a)(1)(B); to the Committee on
Economic and Educational Opportunities.

3930. A letter from the Assistant General
Counsel for Regulations, Department of Edu-
cation, transmitting the Department’s re-
port on the notice of final funding priorities
for the Safe and Drug-Free Schools and Com-
munities Federal Activities Grants Program
(Hate Crimes Prevention), pursuant to 5
U.S.C. 801(a)(1)(B); to the Committee on Eco-
nomic and Educational Opportunities.

3931. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Triphenyltin
Hydroxide; Tolerance Revision (FRL-5381-4)
(RIN: 2070-AB78) received July 8, 1996, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee
on Commerce.

3932. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Title V Clean
Air Act Final Interim Approval of Operating
Permits Program; Permits Program; Mary-
land (FRL-5530-4) received June 28, 1996, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Commit-
tee on Commerce.

3933. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Control Strat-
egy: Ozone (03); Tennessee (FRL-5529-3) re-
ceived June 28, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3934. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Requirements
for Preparation, Adoption, and Submittal of
Implementation Plan (FRL-5531-6) (RIN:
2060-AS01) received June 28, 1996, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Commerce.
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3935. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Approval of
State Programs and Delegation of Federal
Authorities (FRL-5531-3) received July 2,
1996, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Commerce.

3936. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Land Disposal
Restrictions Phase Ill—Decharacterized
Wastewaters, Carbamate Wastes, and Spent
Potliners (RIN-2050-AD38) received July 2,
1996, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Commerce.

3937. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Final Rule
Making Findings of Failure to Submit Re-
quired State Implementation Plans for Non-
attainment Areas of Ozone (FRL-5536-1) re-
ceived July 8, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3938. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Registration of
Fuels and Fuel Additives: Minor Changes to
the Testing Requirements for Registration
(FRL-5532-4) received July 8, 1996, pursuant
to 5 U.S.C. 801(a)(1)(A); to the Committee on
Commerce.

3939. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Approval and
Promulgation of Implementation Plan for
Monterey Bay Unified Air Pollution Control
District (FRL-5524-2) received July 8, 1996,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Commerce.

3940. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Pesticide Tol-
erance for 1-[[2-(2,4-Dichlorophenyl)-4-
propyl-1,3-dioxolan-2-yl]  methyl]-1H-1,2,4-
triazole (FRL-5381-7) (RIN: 2070-AB78) re-
ceived July 8, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3941. A letter from the Managing Director,
Federal Communications Commission, trans-
mitting the Commission’s final rules—
Amendment to Parts 20 and 24 of the Com-
mission’s rules—Broadband PCS Competitive
Bidding and the Commercial Mobile Radio
Service Spectrum Cap [WT Docket No. 96-59]
and Amendment of the Commission’s Cel-
lular/PCS Cross-Ownership Rule [GN Docket
No. 90-314] received June 28, 1996, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Commerce.

3942. A letter from the Managing Director,
Federal Communications Commission, trans-
mitting the Commission’s final rule—Na-
tional Exchange Carrier Association Pro-
posed Modifications to the Interstate Aver-
age Schedule Formulas (AAD 96-2) received
June 28, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3943. A letter from the Managing Director,
Federal Communications Commission, trans-
mitting the Commission’s final rule—Fed-
eral-State Joint Board on Universal Service
[CC Docket No. 96-45] received June 28, 1996,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Commerce.

3944. A letter from the Managing Director,
Federal Communications Commission, trans-
mitting the Commission’s final rule—
Amendment of Part 95 of the Commission’s
Rules to Allow Interactive Video and Data
Service Licensees to Provide Mobile Service
to Subscribers [WT Docket No. 95-47] re-
ceived June 28, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.
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3945. A letter from the Managing Director,
Federal Communications Commission, trans-
mitting the Commission’s final rule—1996
Annual Access Tariff Filings; National Ex-
change Carrier Association Universal Serv-
ice Fund and Lifeline Assistance Rates;
NYNEX Telephone Company Petition to Ad-
vance the Effective Date of the 5.3 X-Factor
to January 1, 1995 (Transmittal No. 70) re-
ceived June 26, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3946. A letter from the Director, Regula-
tions Policy Management Staff, Food and
Drug Administration, transmitting the Ad-
ministration’s final rule—Medical Devices;
Humanitarian Use Devices; Final Rule
[Docket No. 91N-0404] (RIN: 0910-AA09) re-
ceived July 1, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

3947. A letter from the Acting Assistant
Secretary for Legislative Affairs, Depart-
ment of State, transmitting notification of a
proposed issuance of export license agree-
ment for the transfer of defense articles or
defense services sold commercially to Egypt
(Transmittal No. DTC-29-96), pursuant to 22
U.S.C. 2776(c); to the Committee on Inter-
national Relations.

3948. A communication from the President
of the United States, transmitting his an-
nual report reviewing all activities of U.S.
Government departments and agencies dur-
ing calendar year 1995 relating to the preven-
tion of nuclear proliferation, pursuant to 22
U.S.C. 3281(a); to the Committee on Inter-
national Relations.

3949. A letter from the Assistant Legal Ad-
viser for Treaty Affairs, Department of
State, transmitting copies of international
agreements, other than treaties, entered into
by the United States, pursuant to 1 U.S.C.
112b(a); to the Committee on International
Relations.

3950. A letter from the Deputy Director for
Operations and Benefits, District of Colum-
bia Retirement Board, transmitting the fi-
nancial disclosure statement of a board
member, pursuant to D.C. Code, section 1-732
and 1-734(a)(1)(A); to the Committee on Gov-
ernment Reform and Oversight.

3951. A letter from the Administrator,
Agency for International Development,
transmitting the semiannual report on ac-
tivities of the inspector general for the pe-
riod October 1, 1995 through March 31, 1996,
and the semiannual report on audit manage-
ment for the same period, pursuant to 5
U.S.C. app. (Insp. Gen. Act) section 5(b); to
the Committee on Government Reform and
Oversight.

3952. A letter from the Chairman, Federal
Housing Finance Board, transmitting the
Board’s management report for the period
ending December 31, 1995, pursuant to Public
Law 101-576, section 306(a) (104 Stat. 2854); to
the Committee on Government Reform and
Oversight.

3953. A letter from the Inspector General,
General Services Administration, transmit-
ting the Office’s audit report register for the
period ending March 31, 1996, pursuant to 5
U.S.C. app. (Insp. Gen. Act) section 5(b); to
the Committee on Government Reform and
Oversight.

3954. A letter from the Chairman, Presi-
dent and CEO, National Railroad Passenger
Corporation, transmitting the semiannual
report on activities of the inspector general
for the period October 1, 1995, through March
31, 1996, pursuant to 5 U.S.C. app. (Insp. Gen.
Act) section 5(b); to the Committee on Gov-
ernment Reform and Oversight.

3955. A letter from the Director, Office of
Personnel Management, transmitting the Of-
fice’s final rule—Pay Under the General
Schedule; Termination of Interim Geo-
graphic Adjustments (RIN: 3206-AH09) re-
ceived July 1, 1996, pursuant to 5 U.S.C.
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801(a)(1)(A); to the Committee on Govern-
ment Reform and Oversight.

3956. A letter from the Secretary of De-
fense, transmitting the semiannual report on
activities of the inspector general for the pe-
riod October 1, 1995, through March 31, 1996,
pursuant to 5 U.S.C. app. (Insp. Gen. Act)
section 5(b); to the Committee on Govern-
ment Reform and Oversight.

3957. A letter from the Assistant Secretary,
Land and Minerals Management, Depart-
ment of the Interior, transmitting the De-
partment’s final rule—Final Rule To Allow
for the Extension of the Bid Acceptance/Re-
jection Time Period (RIN: 1010-AC18) re-
ceived June 28, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Resources.

3958. A letter from the Director, National
Marine Fisheries Service, transmitting the
Service’s final rule—Fisheries of the North-
eastern United States [Docket No. 960612172—
6172-01] (RIN: 0648-Al21) received July 2, 1996,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Resources.

3959. A letter from the Program
Managment Officer, National Marine Fish-
eries Service, transmitting the Service’s
final rule—Fisheries off West Coast States
and in the Western Pacific [Docket No.
960614176-6176-01] (RIN: 0648-Al18) received
July 1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A);
to the Committee on Resources.

3960. A letter from the Acting Director, Of-
fice of Fisheries Conservation and Manage-
ment, National Oceanic and Atmospheric Ad-
ministration, transmitting the Administra-
tion’s final rule—Groundfish of the Bering
Sea and Aleutian Islands Area; Pacific Cod
by Vessels Using Trawl Gear [Docket No. 96-
129019-6019-01, 1.D. 062196C] received July 8,
1996, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Resources.

3961. A letter from the Attorney General of
the United States, transmitting the annual
report on the operations of the private coun-
sel debt collection project for fiscal year
1995, pursuant to 31 U.S.C. 3718(c); to the
Committee on the Judiciary.

3962. A letter from the Commissioner, Im-
migration and Naturalization Service, trans-
mitting the Service’s final rule—Fees As-
sessed for Defaulted Payments (RIN: 1115-
AD92) received July 1, 1996, pursuant to 5
U.S.C. 801(a)(1)(A); to the Committee on the
Judiciary.

3963. A letter from the Commissioner, Im-
migration and Naturalization Service, trans-
mitting the Service’s final rule—Acquisition
of Citizenship; Equal Treatment of Women in
Conferring Citizenship on Children Born
Abroad (RIN: 1115-AD75) received July 1,
1996, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on the Judiciary.

3964. A letter from the National Council on
Radiation Protection and Measurements,
transmitting the 1995 annual report of inde-
pendent auditors who have audited the
records of the National Council on Radiation
Protection and Measurements, pursuant to
Public Law 88-376, section 14(b) (78 Stat. 323);
to the Committee on the Judiciary.

3965. A letter from the General Counsel,
National Tropical Botanical Garden, trans-
mitting the annual audit report of the Na-
tional Tropical Botanical Garden, calendar
year 1995, pursuant to Public Law 88-449, sec-
tion 10(b) (78 Stat. 498); to the Committee on
the Judiciary.

3966. A letter from the Assistant Secretary
of the Army (Civil Works), transmitting a
draft of proposed legislation entitled the
“Water Resources Development Act of 1996"’;
to the Committee on Transportation and In-
frastructure.

3967. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Navigational
Safety Equipment for Towing Vessels (U.S.
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Coast Guard) (RIN: 2115-AE91) received July
1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A); to
the Committee on Transportation and Infra-
structure.

3968. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Technical
Amendments; Organizational Changes; Mis-
cellaneous Editorial Changes and Conform-
ing Amendments (U.S. Coast Guard) (RIN:
2115-AF33) received July 1, 1996, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Transportation and Infrastructure.

3969. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Macy’s 1996
Fourth of July Fireworks, East River, New
York (U.S. Coast Guard) (RIN: 2115-AA97) re-
ceived July 1, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure.

3970. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Safety Zone
Regulations: Delaware Bay, Delaware River
(U.S. Coast Guard) (RIN: 2115-AA97) received
July 1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A);
to the Committee on Transportation and In-
frastructure.

3971. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Heritage of
Pride Fireworks Display, Hudson River, NY
(U.S. Coast Guard) (RIN: 2115-AA97) received
July 1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A);
to the Committee on Transportation and In-
frastructure.

3972. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Kentucky Drag
Boat Association Races Green River Mile
70.0-71.5, Livermore, KY (U.S. Coast Guard)
(RIN: 2115-AE46) received July 1, 1996, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee
on Transportation and Infrastructure.

3973. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—100th Anniver-
sary of Fort Hancock’s Fireworks Display,
Sandy Hook Bay, NJ (U.S. Coast Guard)
(RIN: 2115-AA97) received July 1, 1996, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee
on Transportation and Infrastructure.

3974. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Establishment
of Class E Airspace; La Grande, Oregon (Fed-
eral Aviation Administration) [Docket No.
96-ANM-008] (RIN: 2120-AA66) received July
1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A); to
the Committee on Transportation and Infra-
structure.

3975. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Establishment
of Class E Airspace; Jackson, WY (Federal
Aviation Administration) [Docket No. 96—
ANM-004] (RIN: 2120-AA66) (1996-0079) re-
ceived July 1, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Transpor-
tation and Infrastructure.

3976. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Establishment
of Class E Airspace; Abilene, KS and Inde-
pendence, KS (Federal Aviation Administra-
tion) [Docket No. 96-ACE-4] (RIN: 2120-AA66)
(1996-0080) received July 1, 1996, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Transportation and Infrastructure.

3977. A letter from the General Counsel,
Department of Transportation, transmitting
the Department’s final rule—Airworthiness
Directives; de Havilland DHC-8-301, -311, and
-315 Series Airplanes (Federal Aviation Ad-
ministration) [Docket No. 96-NM-268-AD]
(RIN: 2120-AA64) received July 1, 1996, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee
on Transportation and Infrastructure.
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3978. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Leather Tan-
ning and Finishing Effluent Limitations
Guidelines Pretreatment Standards New and
Existing Sources [FRL-5527-4] (RIN: 2040-
AC48) received June 28, 1996, pursuant to 5
U.S.C. 801(a)(1)(A); to the Committee on
Transportation and Infrastructure.

3979. A letter from the Director, Office of
Regulations Management, Department of
Veterans’ Affairs, transmitting the Depart-
ment’s final rule—Reestablishing Rule-
making Procedures (RIN: 2900-Al32) received
June 28, 1996, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Veterans’
Affairs.

3980. A letter from the Chief, Regulations
Unit, Internal Revenue Service, transmitting
the Service’s final rule—Weighted Average
Interest Rate Update (Notice 96-36) received
July 1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A);
to the Committee on Ways and Means.

3981. A letter from the Chief, Regulations
Unit, Internal Revenue Service, transmitting
the Service’s final rule—Low Income Hous-
ing Credit (Revenue Ruling 96-33) received
July 1, 1996, pursuant to 5 U.S.C. 801(a)(1)(A);
to the Committee on Ways and Means.

3982. A letter from the Administrator’s of
Federal Aviation Administration and Na-
tional Aeronautics and Space Administra-
tion, transmitting a joint report to Congress
on the progress being made under the Sub-
sonic Noise Reduction Technology Program,
fiscal year 1995, pursuant to 49 U.S.C. app.
1353 note; jointly, to the Committee on
Science and Transportation and Infrastruc-
ture.

REPORT OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIlII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

[Omitted from the Record of June 27, 1996]

Mr. ROBERTS: Committee on Agriculture.
H.R. 3464. A bill to make a minor adjustment
in the exterior boundary of the Devils Back-
bone Wilderness in the Mark Twain National
Forest, MO, to exclude a small parcel of land
containing improvements; with an amend-
ment (Rept. 104-654, Pt. 1). Referred to the
Committee of the Whole House on the State
of the Union.

Mr. BLILEY: Committee on Commerce.
H.R. 1514. A bill to authorize and facilitate a
program to enhance safety, training, re-
search, and development, and safety edu-
cation in the propane gas industry for the
benefit of propane consumers and the public,
and for other purposes; with an amendment
(Rept. 104-655, Pt. 1). Ordered to be printed.

Mr. HYDE: Committee on the Judiciary.
H.R. 2740. A bill to protect sports fans and
communities throughout the Nation, and for
other purposes; with an amendment (Rept.
104-656, Pt. 1). Ordered to be printed.

[Submitted July 8, 1996]

Mr. PACKARD: Committee on Appropria-
tions. H.R. 3754. A bill making appropria-
tions for the legislative branch for the fiscal
year ending September 30, 1997, and for other
purposes (Rept. 104-657). Referred to the
Committee of the Whole House on the State
of the Union.

Mr. YOUNG of Alaska: Committee on Re-
sources. H.R. 3290. A bill to authorize appro-
priations for the Bureau of Land Manage-
ment for each of the fiscal years 1997 through
2002 (Rept. 104-658). Referred to the Commit-
tee of the Whole House on the State of the
Union.
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Mr. PORTER: Committee on Appropria-
tions. H.R. 3755. A bill making appropria-
tions for the Departments of Labor, Health
and Human Services, and Education, and re-
lated agencies, for the fiscal year ending
September 30, 1997, and for other purposes
(Rept. 104-659). Referred to the Committee of
the Whole House on the State of the Union.

Mr. LIGHTFOOT: Committee on Appro-
priations. H.R. 3756. A bill making appropria-
tions for the Treasury Department, the U.S.
Postal Service, the Executive Office of the
President, and certain Independent Agencies,
for the fiscal year ending September 30, 1997,
and for other purposes (Rept. 104-660). Re-
ferred to the Committee of the Whole House
on the State of the Union.

DISCHARGE OF COMMITTEE

[Omitted from the Record of June 27, 1996]
Pursuant to clause 5 of rule X the Commit-
tee on Resources discharged from further
consideration H.R. 3464; referred to the Com-
mittee of the Whole House on the State of
the Union.
[Omitted from the Record of June 28, 1996]
Pursuant to clause 5 of rule X the Commit-
tee on House Oversight discharged from fur-
ther consideration H.R. 1734; referred to the
Committee of the Whole House on the State
of the Union.

TIME LIMITATION OF REFERRED
BILL PURSUANT TO RULE X

Pursuant to clause 5 of rule X the fol-
lowing action was taken by the Speak-
er:

[Omitted from the Record of June 27, 1996]

H.R. 1514. Referral to the Committee on
Science extended for a period ending not
later than July 26, 1996.

H.R. 2740. Referral to the Committee on
Commerce extended for a period ending not
later than September 6, 1996.

H.R. 3464. Referral to the Committee on
Resources extended for a period ending not
later than June 27, 1996.

[The following action occurred on July 1, 1996]

H.R. 1816. Referral to the Committee on
Commerce extended for a period ending not
later than August 1, 1996.

PUBLIC BILLS AND RESOLUTIONS

Under clause 5 of rule X and clause 4
of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:

By Mr. PALLONE (for himself, Mr.
BREWSTER, Mr. Fox, Mr. FROST, Mr.
ENGEL, Mr. TORRICELLI, Mr. LIPINSKI,

Mr. FRAZER, Mr. THOMPSON, Ms.
BRoOwN of Florida, Mr. ACKERMAN, Mr.
CRAMER, Mr. DELLUMS, and Mrs.
LOWEY):

H.R. 3757. A bill to amend title XVIII of the
Social Security Act to provide for coverage
of pharmaceutical care services under part B
of the Medicare Program; to the Committee
on Commerce, and in addition to the Com-
mittee on Ways and Means, for a period to be
subsequently determined by the Speaker, in
each case for consideration of such provi-
sions as fall within the jurisdiction of the
committee concerned.

By Mr. LIVINGSTON:

H.Res. 471. Resolution electing Representa-
tive Enid Greene of Utah to act as Speaker
pro tempore; considered and agreed to.

MEMORIALS
Under clause 4 of rule XXII,
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235. The SPEAKER presented a memorial
of the Legislature of the State of Louisiana,
relative to House Concurrent Resolution No.
109 memorializing the U.S. Congress to pro-
vide for purposes of the Federal income tax
that expense reimbursements for schoolbus
drivers not be included in wages; to the Com-
mittee on Ways and Means.

CONGRESSIONAL RECORD —HOUSE

ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 969: Mr. FRANK of Massachusetts.
H.R. 1100: Mr. HORN, Mr. MINGE, Mr. OLVER,
and Mr. UNDERWOOD.
1281: Mr. YATES and Mr. MCHALE.
1608: . SHAYS.
2270: . MCINTOSH.
3119: . SANDERS.
3195: . JOHNSTON of Florida.
3241: . JEFFERSON.
3393: . YATES.

IIIIIIZI
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H.R. 3568: Mr. FATTAH, and
Mr. Fox.
H.R. 3630: Ms. MOLINARI.

H. Con. Res. 179: Mr. DAvVIS.

HOLDEN, Mr.

PETITIONS, ETC.

Under clause 1 of rule XXIlI,

73. The SPEAKER presented a petition of
Leslie G. Woods Post 217, American Legion,
IL, relative to the American Legion’s sup-
port of H.R. 3321; which was referred to the
Committee on Veterans’ Affairs.
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The Senate met at 12:30 p.m., and was
called to order by the President pro
tempore (Mr. THURMOND).

The PRESIDENT pro tempore. Our
prayer today will be led by Father Paul
Lavin, pastor of St. Joseph’s on Capitol
Hill, Washington, DC.

PRAYER

The guest Chaplain, Father Paul
Lavin, pastor of St. Joseph’s on Capitol
Hill, offered the following prayer:

Let us listen to the word of the Lord
in Psalm 18:

I would love thee, O Lord, my strength.

The Lord is my rock, and my fortress,
and my deliverer; my God, my strength, in
whom | trust; my buckler, and the horn of
my salvation.

I will call upon the Lord, who is worthy
to be praised.

Let us pray:

We stand before You, O Lord con-
scious of our sinfulness but aware of
Your love for us.

Come to us, remain with us, and en-
lighten our hearts.

Give us light and strength to know
Your will to make it our own and to
live it in our lives.

Guide us by Your wisdom, support us
by Your power, keep us faithful to all
that is true.

You desire justice for all: Enable us
to uphold the rights of others; do not
allow us to be misled by ignorance or
corrupted by fear or favor.

Glory and praise to You for ever and
ever. Amen.

RECOGNITION OF THE MAJORITY
LEADER

The PRESIDENT pro tempore. The
able majority leader, Senator LOTT, is
recognized.

SCHEDULE

Mr. LOTT. Mr. President, today
there will be a period for morning busi-

Senate

ness until the hour of 3:30 p.m., with
Senator KENNEDY or his designee in
control of the time from 12:30 to 2 p.m.,
and Senator COVERDELL or his designee
in control of the time from 2 until 3:30
p.m.

Following morning business, the Sen-
ate will begin consideration of H.R.
3448, the small business tax package
legislation. Under the consent agree-
ment reached, there are a limited num-
ber of amendments in order to that bill
and all debate time will be used today.
No rollcall votes will occur during to-
day’s session. Therefore, any votes or-
dered on the amendments will occur at
2:15 on Tuesday.

On Tuesday, following the comple-
tion of H.R. 3448, the Senate will begin
consideration of S. 295, the TEAM Act.
As a reminder to all Senators, any
votes ordered on amendments to the
TEAM Act will occur during Wednes-
day’s session of the Senate. Senators
should also be reminded that, under a
previous order, the Senate will vote on
passage of the Department of Defense
authorization bill at 9:30 on Wednes-
day, although | should note that be-
cause of the likelihood of a signing at
the White House of the church burning
legislation, we are working to see if we
might defer that vote until, | believe,
12 o’clock on Wednesday. But we will
make that official later on during the
day, if we get it all worked out.

Immediately following that vote, the
Senate will proceed to the House of
Representatives for a joint meeting of
Congress to hear an address by the
Prime Minister of Israel. Of course, if
we do not have that vote at 9:30, we
will assemble here and we will go right
to the House for that joint meeting.

Due to the joint meeting, it may be
necessary to postpone the vote on the
passage of DOD until later in the after-
noon on Tuesday, as | have already an-
nounced. We will make that announce-
ment as soon as possible today.

At noon on Wednesday, there will be
a vote on the motion to invoke cloture
on the motion to proceed to S. 1788, the
National Right To Work Act.

Finally, | should say the appropria-
tions process has to move forward. |
anticipate we will take actions this
week on appropriations measures. The
first will be the Department of Defense
appropriations bill, to be followed by
the foreign operations appropriations
bill.

All Members should plan their sched-
ules to anticipate votes, probably into
the early evening on Tuesday and on
Wednesday, although we hope not to go
late. Then, on Thursday, depending on
what progress we have made on the
DOD appropriations bill and the for-
eign ops appropriations bill, we could
go late into the evening on Thursday.

| yield the floor.

MORNING BUSINESS

The PRESIDING OFFICER (Mr.
CRAIG). Under the previous order, there
will now be a period for the transaction
of morning business not to extend be-
yond the hour of 3:30 p.m., with Sen-
ators permitted to speak therein for
not to exceed 5 minutes. The time be-
tween 12:30 and 2 p.m. shall be under
the control of the Senator from Massa-
chusetts, Senator KENNEDY, or his des-
ignee.

The Senator from Massachusetts.

Mr. KENNEDY. Mr. President, | yield
myself such time as | might use.

The PRESIDING OFFICER. Without
objection, it is so ordered.

THE MINIMUM WAGE

Mr. KENNEDY. Mr. President, to-
morrow, July 9, is minimum wage day
in the U.S. Senate. The Senate will fi-
nally have an up-or-down vote on a fair
increase in the minimum wage. The
minimum wage has been stuck at its

® This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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current level of $4.25 an hour for some
5 years. The increase that we propose
to $5.15 an hour should have gone into
effect at least a year ago. But for 18
months Republicans refused to allow
this Senate to vote.

Now the long overdue vote is about
to take place, but the Republican ob-
struction has not ended. Opponents of
the minimum wage have devised a
shameless trick to prevent as much of
the increase as possible, by delaying it
and by denying it to large numbers of
deserving American workers.

The Republican amendment is a
sham. It purports to raise the mini-
mum wage from $4.25 to $5.15 an hour,
but in fact it will deny that increase to
most Americans who would otherwise
receive it. To paraphrase the words of a
country and western song, ‘“‘One step
forward, two steps back, you don’t get
a raise with a trick like that.”

Under our Democratic proposal, more
than 13 million Americans will receive
a raise when the minimum wage bill is
passed. Under the Republican amend-
ment, most of these workers would
never see that raise. First, the Repub-
lican amendment exempts more than 4
million workers, almost half of all the
minimum wage workers earning be-
tween $4.25 and $5.15 an hour, by creat-
ing a permanent subminimum wage for
the first 6 months on the job.

Second, the Republican amendment
exempts two-thirds of all workers eligi-
ble for the increase by exempting the
10 million workers and businesses with

annual sales of less than $500,000 a
year.
Third, the Republican amendment

exempts the 2 million employees in res-
taurants and other establishments who
rely on tips for part of that income.

These three exemptions clearly over-
lap. Some workers will be caught by all
three exemptions. The Republicans
have left no stone unturned in their
cynical attempt to find as many ways
as possible to deny a fair increase in
the minimum wage to as many Amer-
ican workers as possible. But Repub-
licans are not even satisfied with these
massive exemptions. They also want to
delay the increase in the minimum
wage for anyone who still qualifies to
receive it.

As one more insult to American
workers, the Republican amendment
would delay the increase by 6 more
months, until January 1997. No in-
crease at all for anyone in 1996 is the
last line of defense for Republicans in
their unseemly battle against the mini-
mum wage.

So, President Clinton is correct to
say, as he did in his veto letter of June
28, 1996, that he will veto a minimum
wage increase that contains any of
these Republican tricks.

Make no mistake, a vote for the Bond
amendment is a vote to kill the mini-
mum wage increase for now and for the
foreseeable future. That is the strategy
of the Republicans and their right-wing
allies.

The National Retail Federation has
mounted a campaign in support of the
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Republican amendment. They sent out
an action alert last week, in which
they abandon any pretense that the Re-
publican amendment is anything other
than an attempt to kill the minimum
wage increase. The Republican amend-
ment, they say, ‘‘is our last chance and
best hope for stopping the minimum
wage increase this year.”

Mr. President, | will include it all in
the RECORD. On page 1, the bottom of
page 1, it says, ‘It is our last chance
and best hope for stopping the mini-
mum wage increase this year,” to sup-
port the Bond amendment. Then it
lists a number of the Senators who
should be targeted by their organiza-
tion.

I ask unanimous consent the letter
and list be printed at this point in the
RECORD.

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

NATIONAL RETAIL FEDERATION
MEMORANDUM

To: Government and Legal Affairs Commit-
tee, National Association Executives.
From: John J. Motley Il1l, Senior Vice Presi-
dent, Government and Public Affairs.

Re action needed on minimum wage.
Date: July 1, 1996.

Attached for your review and use is an ac-
tion alert describing the current situation
with the minimum wage increase in the U.S.
Senate.

The Senate will vote on the minimum
wage increase on July 9. NRF is working to
pass the Bond amendment and defeat the
Kennedy amendment.

For those of you with operations in the
targeted states—Arkansas, Colorado, Maine,
Nebraska, New York, Pennsylvania, South
Dakota, and Vermont—any help you could
lend getting Senators to support the Bond
amendment would be much appreciated. NRF
members and the state retail association ex-
ecutives based in the target states have al-
ready received a copy of the action alert.

The vote will be close. If more than two
Republicans vote against Bond and not one
Democrat votes for it, we cannot win.

Passing the Bond amendment is probably
our best change to kill the minimum wage
increase. If you have any questions, please
contact me or Kent Knutson at (202) 783-7971.
Many thanks.

Several Senators are undecided on the
Bond amendment and need to hear from you.
The vote will be extremely close, so please
take a minute to call, FAX, or write and
urge them to vote for the Bond amendment
and against the Kennedy amendment.

SENATORS WHO NEED TO HEAR FROM YOU

State and Senator Phone Fax

Arkansas:

Dale Bumpers

David Pryor ...
Colorado: Ben Night!
Maine:

Bill Cohen ...

Olympia Snowe ..
Nebraska:

Bob Kerrey

Jim Exon ...
New York: Alfonse D’Amato .
Pennsylvania:

Arlen Specter ...

Rick Santorum ...
South Dakota: Larry Pre
Vermont: Jim Jeffords

224-6435
228-3973
224-1933

224-2693
224-1946

224-7645
224-5213
224-5871

228-1229
228-0604
228-0368
228-1932

Please send a copy of any correspondence
to NRF, Attention: Grassroots Department
at fax (202) 737-2849.
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Don’t hesitate to call if you have any ques-
tions at (202) 783-7971. Thanks so much for
your help.

Mr. KENNEDY. So the battle
are clearly drawn.

I urge the Senate to stand with
American working families, not
against them. | urge the Senate to
stand for the basic principle that the
minimum wage should be a living
wage; that no American who works for
a living should have to live in poverty.

Tomorrow’s vote will be one of the
most important votes in the U.S. Sen-
ate this year. Millions of hard-working
men and women are struggling to lift
themselves out of poverty and provide
a decent life for their families. They
are looking to us for hope and help, and
it is time for them to get a raise.

Our Democratic proposal would raise
the minimum wage to $5.15 an hour in
two 45-cent steps. The first step would
take place as of July 4 this year, and |
mention, Mr. President, that is in the
legislation, but, obviously, since that
date has passed, with the passage of
our amendment, it is hoped that in
conference we can delay the implemen-
tation of that for 30 days after the
President signs. That will give a rea-
sonable period of time for it to be im-
plemented and reasonable notification
to those who are going to have to pay
it.

As of that date, the minimum wage
would be $4.70 an hour. The second part
of the increase, to $5.15, would take
place on July 4 next year. Raising the
minimum wage is critical for millions
of low-wage workers who are directly
affected by it, and it is critical for the
economy as a whole.

The widening income gap is a worsen-
ing problem in the United States, and
the declining purchasing power of the
minimum wage is a significant prob-
lem.

Mr. President, this chart shows how
America grew from 1950 to 1978—
“Growing Together, Real Family In-
come Growth by Quintile.” What we
see is those at the bottom level of the
economic ladder actually grew 138 per-
cent. They grew more than any other
sector of our economy. The second
quintile at 98 percent; the third at 106
percent; the fourth at 111 percent; and
the top 20 percent at 99 percent. All
America grew together, and if there
was any answer, it was that all Ameri-
cans were playing by the rules, work-
ing hard providing for their families,
which was part of the whole American
growth pattern.

But look what has happened since.
This first chart represents 1950 to 1978.
Now on this second chart, we have
from 1979 to 1994. This chart reflects
real family income growth by quintile,
but it is growing apart. The largest
continuing growth has been on the top
20 percent, and if you went to the top
5 percent, you would see that percent
of growth even higher. If you went to
the top 1 percent, the wealthiest indi-
viduals and corporations, you would
see that those numbers would go up
even higher.

lines
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What has happened is, on the bottom
20 percent, you see the real family in-
come had an actual decline of 11 per-
cent from 1979 to 1994. This does not
represent what | think most Americans
expect, hope for, and think is fair.
What they expect is that all Americans
will grow and participate in an expand-
ing economy. Quite to the contrary. We
see those who are on the bottom 20 per-
cent have seen the most serious decline
in family income. It is in this particu-
lar group that the minimum wage
workers are most adversely affected.

Since 1979, 97 percent of the increase
in real household income has gone to
the wealthiest 20 percent of American
families, while only 3 percent has gone
to the other 80 percent. The real family
income of most American families has
declined since 1979, while the real in-
come of the top 20 percent of families
grew by 18 percent. Part of the decline
in income for working families has
been caused by the drop in the purchas-
ing power of the minimum wage, which
has fallen almost 30 percent since 1979.
It is worth 50 cents an hour less today
than when it was last raised in 1991.

Mr. President, this chart reflects the
declining real value of the minimum
wage over the period from 1960 up to
1995. What we see is the real purchasing
value. It has been gradually increasing
at the lower levels, which 1 will get to
in a few moments. But this chart rep-
resents the real minimum wage, from
1960 to 1995, and going back to 1969, 1970
in purchasing power, it would be $6.45
today instead of $4.25. That is a $2
spread in purchasing power for working
families, not to families who are on
welfare, but working families who want
to keep off welfare. They are playing
by the rules: 40 hours a week, 52 weeks
of the year.

Effectively, they have taken a sig-
nificant cut in their purchasing power,
from $6.45 down to what it would be
now at $4.25. This represents the de-
clining value of the purchasing power
for families. In 1991, the last time the
minimum wage was increased, we got a
slight blip and now it has gone right
back down, at the present time, even
below where it was in 1989.

Incredibly, the economy today is a
great deal stronger than it was in 1989.
Still, in 1989, we have had not only vir-
tually all of the Democrats voting for
an increase in the minimum wage, but
we had Republicans as well. We had Re-
publicans as well. Senator Dole voted
for an increase. Speaker GINGRICH at
that time voted for the increase in the
minimum wage when our economy was
not as strong.

Now we find the purchasing power is
right back to where it was in 1989. The
economy is a great deal stronger, and
we have been seeing the complete oppo-
sition by the leadership of the House of
Representatives that said we will not
give an opportunity to vote on an in-
crease in the minimum wage.

Finally, the American people spoke
about that issue, and finally, reluc-
tantly, the House of Representatives
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increased the minimum wage with
some courageous Republicans who sup-
ported it.

Now, after over a year of trying to
get a vote on the minimum wage by at-
taching it, or threatening to attach it,
to any of the different pieces of legisla-
tion that came along, we are now in a
position where we will get an oppor-
tunity to vote on the minimum wage,
not just to vote on increasing the mini-
mum wage, which has been the tradi-
tion, historic tradition of the increases
in minimum wage, but we will vote on
a proposal of our Republican friends
that | described earlier that on the one
hand would appear to give the increase
in the minimum wage, but, on the
other hand clearly takes it back.

So that, Mr. President, is how we
find this debate, both today and tomor-
row, and why we believe that it is so
important that Americans will let
their Members of Congress know again
that working families ought to be enti-
tled to an increase in the minimum
wage to, not even bring the working
families out of poverty, but at least
give them about $1,800 more, which is a
good deal more income for families. It
would reflect about a 22- or 23-percent
increase in their wages, enough to sup-
port groceries for 7 months of the year,
probably pay for tuition for 1 year for
a son or daughter to attend the college
in their home State, and so on, prob-
ably the premium for some health in-
surance programs that they may be
able to provide either for their chil-
dren, perhaps for themselves. It rep-
resents a very significant and impor-
tant increase for those who are work-
ing.

Mr. President, as a nation, we are
moving, as | mentioned, farther and
farther away from the fundamental
principle that honest work should pay
an honest wage, and full-time, year-
round workers should be able to keep
their families out of poverty. Today a
nurse’s aide, a janitor, a child care
worker—Mr. President, that is what we
are talking about, those who are mak-
ing the minimum wage.

We will have an opportunity to put
some names and, hopefully, some faces
and some lives out here in the course of
this debate in the next couple of days.
But basically they are teachers’ aides,
those who are working with the chil-
dren in our classrooms all over this
country, increasingly challenged by all
of the challenges which are there in the
schools of our Nation, trying to provide
help and assistance to a teacher so a
teacher can teach.

They are nurses’ aides and health
care workers. Some are in those
schools. Health care workers are pri-
marily, perhaps, in nursing homes who
are looking after parents to make sure
that those parents are going to be
treated fairly and decently, taking care
of them, washing them, feeding them,
changing them, some of the most dif-
ficult, trying work that anyone could
ask for in this country. They do it and
do it well and do it with a sense of re-
spect and decency.
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They are janitors who, long after
men and women who are in the major
companies and corporations in the
buildings of this Nation go home for
the day, they are in there, after dark,
and spend many long hours into the
evening cleaning up those buildings
and may be lucky enough to get home
before their kids go out and go to
school in the morning, to see them for
a few hours.

Mr. President, these are the men and
women who are doing the tough, dif-
ficult work that is out there in Amer-
ica to be done. They do it with pride
and dignity. They do it to provide for
their families, for their loved ones. We
evidently are coming to the point
where we may have an opportunity to
see some increase, and we are faced
with Republican opposition to under-
mine the very modest increase.

This is a modest increase, Mr. Presi-
dent. When we first introduced what is
the legislation that we will be voting
on, we wanted it 3 years at 50 cents,
and a cost-of-living increase. That does
not seem to me to be enormously radi-
cal. It would probably bring this back
up to here in terms of the purchasing
power of the minimum wage. But now
we are back to 45 cents—45 cents—and
for 2 years without the cost-of-living
increase. And we are facing opposition
for that very, very modest, modest in-
crease.

So today, Mr. President, a nurse’s
aide, a janitor, a child care worker,
anyone else who makes a minimum
wage earns just $8,800 for 52 weeks of
work at 40 hours a week, more than
$6,000 below the poverty level for a
family of four. According to the old
saying, ‘““The rich get richer; the poor
get poorer.”” But that should not be the
Nation’s economic policy.

Today, one out of every nine families
with a full-time worker lives in pov-
erty without enough money to feed and
clothe their children and keep a roof
over their heads. Rich America is get-
ting richer. The stock market may be
sputtering, but the increase has gone
to more than 400 percent since 1992.
Real wages have declined by 15 percent.
As the values of Wall Street have
soared, the values of Main Street have
fallen farther and farther behind.

Mr. President, this chart indicates
again the comparison, using one indi-
cator, and that is what is happening on
Wall Street. | know there are other in-
dicators; we can get into those as well.
But what we have seen is the enormous
growth, adjusted to inflation, in what
has happened in the Dow Jones indus-
trial average over the period from 1979
through 1995. What has happened to the
minimum wage? Here are hard-working
workers who are doing the difficult
jobs that need to be done, and here we
see the Dow Jones industrial average
going up and continuing to go up.

In the Senate, we have given our-
selves three pay increases since the
last increase in the minimum wage in
1991. Congressional pay raises have to-
taled $31,000, a 31-percent increase. The
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bill before the Senate calls for 90 cents
in the minimum wage over the next 2
years, a 22-percent increase.

Mr. President, it is time to support
those who work for a living instead of
living off welfare. I must say, Mr.
President, that if you want to talk
about real welfare reform, it is increas-
ing the minimum wage. Let us get peo-
ple who can work and want to work
back to work and give them a livable
wage. An interesting fact, Mr. Presi-
dent, is that if you get this increase in
the minimum wage, you see the sav-
ings in the safety net. You see signifi-
cant, hundreds of millions of dollars of
reductions in payments of AFDC, you
see hundreds of millions of dollars of
reductions in the Medicaid Program, in
the Food Stamp Program.

You have more than 300,000 children
who would come out of poverty; well
over 100,000 families coming out of pov-
erty; they will not be eligible for those
expenditures. That is only with a very
modest increase in the minimum wage.
Why should the Federal taxpayer be
paying in to a fund that supports these
safety-net programs to subsidize those
who are not paying a fair wage? That is
what this is about, too; subsidizing
many of those companies that refuse to
provide a livable wage. They are get-
ting subsidization for their workers
with the other safety-net programs.
Those safety-net programs were never
devised for that particular purpose. If
you provide this modest increase in the
minimum wage, you are going to be
saving the taxpayers an additional
amount.

| believe the overpowering and over-
whelming argument is that we ought
to have a basic standard of fairness and
justice in our economy. The economy
ought to move in a way that is not
going to serve just the wealthiest indi-
viduals but is going to serve all Ameri-
cans. That is what this country ought
to be about and what it is about when
it is at its best. These hard-working
Americans deserve this kind of assur-
ance that they are going to be able to
provide for their families.

But if you do not like that argument
and you are only persuaded, as so many
apparently are in this body, by what is
going to be actually expended in terms
of the taxpayers, this is a good bargain
for those individuals as well.

Mr. President, what we are talking
about here are 13 million Americans
who will receive a pay increase from
this legislation—13 million Americans.

Mr. President, we hear often on this
floor that the best way to get any in-
crease for working Americans is to in-
sist on the balanced budget amend-
ment. | support a balanced budget, not
with the priorities that have been out-
lined by our Republican friends. But
that is a debate for a different time.
But the interesting fact remains, Mr.
President, that if our Republican
friends were able to get the balanced
budget amendment through, according
to their own CBO, it would mean a one-
half of 1 percent increase in the income
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of those 13 million workers who are
working at a minimum wage level—
one-half of 1 percent.

This minimum wage program which
we support will amount to a 4 percent
increase for the 40 percent of the low-
est income American workers. We can
do that virtually by adopting this par-
ticular program that has passed the
House of Representatives and will be
before the U.S. Senate tomorrow. This
can make an important difference—an
important difference—to the real in-
come of working families as compared
to what we are asked to do by our Re-
publican friends saying, “Well, let’s
just go ahead and balance the budget.
That will reflect itself in greater op-
portunities for those workers.”” Even
their own figures do not justify that
position.

Mr. President, as many as 2.3 million
children live in poor or near-poor fami-
lies where workers will get a raise.
This is a children’s issue. This is a chil-
dren’s issue. Of this, 1.52 million are
living in families with just one bread-
winner. We will probably even hear in
the debate that this really is not an
important issue because it only affects
the 10, 13 million Americans in a work
force of 129, 130 million Americans. It is
enormously important to those chil-
dren, the million and a half of those
children whose whole position is being
threatened now in the cuts in the Med-
icaid Program, the transfer, the reduc-
tion in immunization and all of the
screening programs that are out there,
when we know that two-thirds of the
children on Medicaid have parents who
are working.

I do not understand what it is with
our Republican friends, what they have
against children of working families.
But that is the fact of the impact of
many of these cuts, both in the Medic-
aid Program, the education program,
and the opposition to the increase in
the minimum wage. It is callous. It is
wrong. But, nonetheless, we are faced
with it. We will have an opportunity
tomorrow to make a judgment whether
we are going to stand with the chil-
dren, the needy children, the poor chil-
dren that did not, as a matter of
choice, choose to grow up in a house-
hold where their families are making
the minimum wage at this time.

Mr. KYL assumed the Chair.

Mr. KENNEDY. Now, Mr. President,
this is not only children, but this is
also about women in our society. The
greatest percent are women; 64 or 65
percent of the minimum wage workers
are women in our society. Seven mil-
lion women and more than 5 million
adult women will receive a fair raise if
the minimum wage is increased.

Who are the 5 million adult women?
Two million are single heads of house-
holds with at least one dependent.
They are raising families, caring for
children, trying to get by on a poverty-
level wage. It is time for them to get a
raise.

Mr. President, 60 percent of mini-
mum wage workers are married. They
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contribute an average of 51 percent of
family earnings. We are not talking
about teenagers earning pocket money.
We will hear talk about that later this
afternoon, | am sure. We are talking
about people whose families depend on
them for their survival and well-being.
It is time for them to get a raise.

The large numbers of minimum wage
workers who are women work in hos-
pitals, food services, and restaurants,
where they work as cashiers, clean
hotel rooms and work in laundries.
Their jobs are hard, but they perform
them with dignity and commitment,
and do the best they can to provide for
their families. It is time for them to
get a raise.

An additional large number of mini-
mum wage earners who are women
work directly with children in child
care and as teachers aides. They de-
serve more respect for the care that
they give the Nation’s children, the 52
million children, that are in our K
through 12 across this Nation. With all
the challenges that they are facing, it
is time they get a raise.

Another major industry that employs
large numbers of women just above the
minimum wage is in the health care
area, especially the occupations of
nurses’ aides, home care aides. They
are some of the most difficult jobs in
our society, caring for the sick and the
helpless, washing them, feeding them,
cleaning their bedpans. It is time they
get a raise.

What will the minimum wage in-
crease mean for a family living in pov-
erty? We mentioned what it means in
groceries, what it means in health care
costs, including prescription drugs,
out-of-pocket expenses, utility bills or
basic housing costs lasting for a period
of some 4 months. All of that has been
mentioned.

Mr. President, a point that we will
hear, 1 am sure, later this afternoon,
“We are opposed because they really
are the wealthy teenagers that are in-
volved in this program. They are not
really people involved in the minimum
wage.”” We will also hear, as | have al-
ready heard during the course of this
debate, that question about whether
this increase in the minimum wage
helps minorities in the workplace.

Based on census data of 1.5 million
African-Americans between $4.25 and
$5.15 an hour, 17 percent of all hourly
African American workers are making
that minimum wage. One million are
women. Raising the minimum wage
will provide a modest increase for the
poorest  African-Americans raising
children and struggling to survive. It is
time for them to get a raise.

I hope those opposed to our position
will minimize the amount of time they
spend on this issue as being the great
defenders of minorities. We heard that
all the time in all the past debates.

I ask unanimous consent to have
printed in the RECORD several excellent
letters referencing the minimum wage.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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NATIONAL ASSOCIATION FOR THE AD-
VANCEMENT OF COLORED PEOPLE,
Washington, DC, March 19, 1996.
Re Fair Minimum Wage.

DEAR SENATOR: | am writing to you today
on behalf of the National Association for the
Advancement of Colored People (NAACP),
the nation’s oldest and largest civil rights
organization, in strong support of a fair min-
imum wage. Specifically, the NAACP seeks
the swift passage of ‘““The Working Wage In-
crease Act of 1995 (S.413). We have been in-
formed that this bill may be scheduled for a
Senate floor vote later this week.

This important legislation provides for an
increase in the current minimum wage by 90
cents an hour, to $5.15, over two years. It is
clearly a step in the right direction to im-
prove the income and the quality of living
for all Americans through an increase in the
minimum wage. This is particularly true for
African Americans, who disproportionately
constitute a large segment of minimum wage
earners with below poverty level incomes.

Legislation increasing the minimum wage
is a measure long overdue for hardworking
Americans who are desperately trying to
make ends meet. The real value of the mini-
mum wage is at a forty year low. The mini-
mum wage was first set at 25 cents an hour
in 1938 under the Fair Labor Standards Act
(FLSA). Moreover, Congress last raised the
minimum wage with bi-partisan support in
1989 from $3.35 an hour to $4.25 an hour over
two years.

In addition to the merits of arguments sup-
porting an increased minimum wage, the
NAACP also believes that this initiative fits
squarely into the welfare reform debate. The
NAACP supports meaningful welfare reform.
We believe that meaningful welfare reform
includes elements that encourage and sup-
port work; that hold both parents respon-
sible for the economic support of their chil-
dren; and that move poor families from de-
pendency to economic self-sufficiency.

The NAACP maintains that Senators who
are calling for welfare reform should back ef-
forts to increase the minimum wage since, as
a practical matter, the current minimum
wage is a disincentive to working and an in-
centive to remaining on welfare.

For all of these reasons, we strongly urge
you to vote in favor of S.413 when it ad-
vances to a Senate floor vote in the next few
days. Thank you for your consideration of
our views.

Sincerely,
WADE HENDERSON,
Director.
NATIONAL URBAN LEAGUE, INC.,
Washington, DC, March 19, 1996.

DEAR SENATOR: The National Urban
League believes that raising the minimum
wage is an eminently sensible step. It would
mean affirming a pro-work, pro-family
stance that should be welcomed by all who
believe work should be rewarded and that
ways must be found to boost the eroding in-
comes of low-wage workers. The Senate can
take immediate action by passing the legis-
lation that would raise the minimum wage
from its current level of $4.25 to $5.15 an hour
over two years.

The prevailing minimum wage has now
reached its lowest level in 40 years. Erosion
of the minimum wage is a major factor in
the sharp decline in the living standards of
the poorest families. A person who works full
time—40 hours per week, 50 weeks per year—
at the current Federal minimum wage brings
home only $8,500 for an entire year’s work.

Contrary to the assumption that the prime
beneficiaries would be affluent teenagers,
studies reveal that only a tenth of minimum
wage workers are teenagers in families with
above average incomes. The typical mini-
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mum wage worker is an adult woman who
works full time or more than twenty hours
weekly. Seventy-six percent of the benefits
of the increased minimum wage would go to
families with below average incomes. And
over a fourth of those low wage workers are
black and Hispanic, therefore the impact of a
higher minimum wage would have an imme-
diate impact on minority purchasing power.

Raising the minimum wage should get bi-
partisan support as a way to help poor fami-
lies raise their living standards and as a way
to close the income gap that threatens
American ideals of fairness and equality.

Sincerely,

HUGH B. PRICE,
President and Chief
Executive Officer.
NATIONAL HISPANA
LEADERSHIP INSTITUTE,
Arlington, VA, March 18, 1996.

DEAR SENATOR: The National Hispana
Leadership Institute represents over 200 pro-
fessional Hispanic women from throughout
the United States who are leaders in their
communities. These women are directors of
non-profit and government agencies, politi-
cal appointees, elected officials and cor-
porate employees.

I am writing on their behalf in support of
the minimum wage increase to $5.15 over the
next two years. Statistics indicate that: (1)
six out of ten workers earning the minimum
wage or less are women, (2) overall, more
than half of low-wage women workers are
mothers; of these nearly half are the sole
wage earners in their families, (3) in 1995, a
single mother with two children earning the
minimum wage, full-time, year round earned
$8,840 annually, 27 percent below the poverty
line for a family of three. The statistics
noted here are even worse for Hispanic
women.

It is time that this country began to take
care of its families and children. Corporate
profits and the salaries of CEO’s continue to
rise while Americans are laid off work, em-
ployee benefits cut and government services
curtailed. The gap between the rich and the
poor continues to increase; the rich get rich-
er and the poor get poorer. What does that
mean for the future of our country?

I urge you to vote in favor of the minimum
wage increase.

Sincerely yours,
NANCY LEON,
President.
LEADERSHIP CONFERENCE
ON CIVIL RIGHTS,
Washington, DC, March 19, 1996.

DEAR SENATOR: The Leadership Conference
on Civil Rights, a coalition of 180 national
organizations representing minorities,
women, persons with disabilities, older
Americans, labor, gays and lesbians, reli-
gious groups, and minority businesses and
professions, would like to express its strong
support for legislation that would raise the
minimum wage to $5.15 per hour.

As you know, Congress enacted the mini-
mum wage to protect working families
against poverty. However, a single mother
with two children who works full time at
$4.25 per hour will find that her family re-
mains trapped nearly 30 percent below the
federal poverty level. Thus, a permanent
underclass is maintained. It is incumbent
upon the United States Congress to raise the
minimum wage and improve the quality of
life for low income workers.

A minimum wage increase would benefit
many American workers. More than 12 mil-
lion workers would benefit directly if Con-
gress raised the minimum wage to $5.15 per
hour, and several million more who earn
slightly more than $5.15 per hour would expe-
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rience an increase from the ripple effect that
results when the minimum wage is raised.

The last minimum wage increase in 1989 re-
ceived strong bipartisan support. The Senate
passed the increase by a vote of 89 to 8, and
the House by a vote of 382 to 37. It was signed
into law by President Bush.

The Leadership Conference strongly urges
you to vote for legislation to raise the mini-
mum wage to $5.15 per hour.

Sincerely,
RICHARD WOMACK,
Acting Executive Di-
rector.
DOROTHY I. HEIGHT,
Chairperson.
MEXICAN AMERICAN LEGAL DEFENSE
AND EDUCATIONAL FUND,
Washington, DC, March 19, 1996.

DEAR SENATOR: The time has come to raise
the minimum wage to a living wage. On be-
half of the Mexican American Legal Defense
and Educational Fund (MALDEF), | urge
your support of S. 413, a proposal to raise the
minimum wage to protect the nation’s work-
ing families.

Today’s minimum wage is at its lowest
value in forty years. During this time, the
purchasing power of the minimum wage has
fallen to its second lowest level. The effect
has been devastating to many American fam-
ilies, but particularly worse for Latinos. Be-
cause Latinos represent 17% of the minimum
wage work force, this decline in the value of
work has a severe impact on our community.
Latino families are more likely to live below
the poverty line, and Latino children are
twice as likely to be living in poverty than
non-Hispanic children.

By moderately raising the minimum wage,
we will all benefit. Over a dozen empirical
studies have shown that an increase in the
minimum wage would not have a negative
impact on employment. Instead of having
the largest wage gap of any industrial coun-
try, Congress can act to keep jobs while pro-
tecting American working families against
poverty.

Help lift families out of poverty and im-
prove the lives of over 11 million American
workers now dependent on minimum wage
jobs. Please support S. 413.

Sincerely,
ANTONIA HERNANDEZ,
President and General Counsel.
MIGRANT LEGAL ACTION PROGRAM, INC.,
Washington, DC, March 18, 1996.
Re Minimum Wage Increase (S. 413).

DEAR SENATOR: We are writing to urge you
to support S. 413, which would aid America’s
working families by increasing the minimum
wage from $4.25 to $5.15 per hour.

If the minimum wage were to stay at its
current level, it would be at the lowest level
in real (inflation-adjusted) dollars in the last
40 years. The real value of the minimum
wage is now 27% lower than it was in 1979,
and has fallen 45 cents in real value since its
last increase in April 1991. The last minimum
wage increase—also 90 cents—garnered
strong bipartisan support. That increase was
passed by votes of 382 (including 135 Repub-
licans) to 37 in the House and 89 (including 36
Republicans) to 8 in the Senate. Both Sen-
ator Dole and Representative Gingrich voted
in favor of that increase.

Empirical evidence shows that this pro-
posal can increase wages without costing
jobs. More than a dozen studies have found
that moderate increases in the minimum
wage do not have significant effect on em-
ployment. These studies include state-spe-
cific research that shows that large state in-
creases in the minimum wage did not result
in significant job impacts. As Nobel Laure-
ate Robert Solow stated, ‘‘[T]he evidence of
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job loss is weak. And the fact that evidence
is weak suggests that the impact on jobs is
small.”

The Migrant Legal Action Program works
on behalf of the millions of migrant and sea-
sonal farmworkers in the United States. An
estimated 1.65 million farmworkers would
benefit from the proposed minimum wage in-
crease. Despite their critical role in provid-
ing stoop labor to prune, tend, harvest, and
pack our nation’s fruit and vegetables, mi-
grant farmworkers are among the most im-
poverished and exploited populations in this
country. At least two-thirds of all migrant
farmworkers live below the poverty line. The
majority of migrant farmworkers earn on av-
erage $4.47 per hour. Research indicates that
an increase in the minimum wage of $5.15
would have a ‘“‘ripple” effect, raising the
wages of farmworkers who earn within 50
cents of the new minimum wage. Thus, a rise
in the minimum wage would be a significant
boost to the standard of living of migrant
farmworkers.

We strongly urge you to support Ameri-
cans’ low-wage workers, including farm-
workers, by voting in favor of S. 413.

Sincerely,
ROGER C. ROSENTHAL,
Executive Director.
Mr. KENNEDY. Mr. President, ex-

cerpts from the excellent statement
from the NAACP state:

It is clearly a step in the right direction to
improve the income and the quality of living
for all Americans through an increase in the
minimum wage. This is particularly true for
African Americans, who disportionately con-
stitute a large segment of minimum wage
earners with below poverty level incomes. . .
For all of these reasons, we strongly urge
you to vote in favor of S. 413. . .

“The National Urban League,” the
same, ‘‘believes that raising the mini-
mum wage is an eminently sensible
step. It would mean affirming a pro-
work pro-family stance that should be
welcomed by all who believe work
should be rewarded * * *’

This continues with the National
Hispanic Leadership Institute: “It is
time that this country began to take
care of families and children.”’

This is a women'’s issue. It is an issue
of justice. It is a children’s issue. Mr.
President, it is a family issue—a fam-
ily issue.

I will not take the time of the Senate
now to recount the stories that we
heard during our forums on the in-
crease in the minimum wage, where we
find a father and a mother not just
having one minimum wage job, but
each having two minimum wage jobs—
two minimum wage jobs. When they
testified or told us about their life’s ex-
perience, they did not complain about
working hard. They did not complain
about backbreaking hours or hard, dif-
ficult, dreary work that is repetitive in
so many ways. They did not complain.
Their principle complaint was they did
not have enough time with their chil-
dren, that they did not see their chil-
dren together, that the only time they
see their children together is perhaps
for a few hours on a Sunday. They al-
ways saw their children apart. We
heard that time in and time out, Mr.
President.

I hope we will not hear a lot of argu-
ments about families, which we always
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do, and then when we have something
that can make a real difference in
terms of families, we find opposition to
it. This is a families issue. It is a moth-
er’s issue, a child’s issue, an issue of
justice and fairness, an issue of identi-
fying and rewarding work. It is family
issue, and it is an economic issue for
the reasons | outlined, in saving the
taxpayer.

It goes on, Mr. President. Another
letter, from MALDEF:

The time has come to raise the minimum
wage to a living wage.

Mexican American Legal Defense and
Educational Fund, the Leadership Con-
ference on Civil Rights, Migrant Legal
Action Program, all excellent letters. |
hope those who come out in opposition,
who say, ‘“We do not want to see a
great dislocation of jobs,”” this opens
an opportunity for minorities, blacks,
and browns. The organizations that
speak to them and the individuals that
speak on this issue overwhelmingly
support an increase.

Nowhere in America is there higher
support than among those that are re-
ceiving the minimum wage, even when
all the arguments are made, and |
think inappropriately, about the dan-
gers to those individuals—their jobs. |
will come back to that issue.

Mr. President, this is a public health
issue, as shown in a recent study by the
Harvard School of Public Health and
published in the British Medical Jour-
nal. Income inequality is a major pub-
lic health problem. Measures such as
raising the minimum wage, reducing
the gap between the rich and poor will
have a beneficial impact on the Na-
tion’s health. Findings show that re-
ducing the income gap is correlated
with mortality, even after adjusting
for age and smoking. It is especially
correlated with infant mortality, coro-
nary heart disease, cancer, homicide,
higher mortality from treatable dis-
eases. One striking result is that the
relationship between income inequal-
ity and mortality rates remained even
after controlling for poverty. Greater
income inequality was actually cor-
related with increased mortality rates
for all income levels, not only for the
poor.

So, Mr. President, for those that are
opposed to the position we have ad-
vanced here this afternoon about what
the impact of this is going to be on em-
ployment, we have included the series
of studies on the impact on employ-
ment. | will come back to those issues
in just a few moments, but these are
some of the most recent studies, seven
recent minimum wage studies on the
impact of our increase in the minimum
wage and what it would have on em-
ployment. These are the subjects of the
study: New Jersey, Pennsylvania fast
food restaurants, minimum wage raised
to $5.05 in April 1992; increase in the
wage, 11 percent. Did employment go
down? No, employment goes up.

Right across the chart, Texas fast
food restaurants, minimum wage rises
to $4.25 in 1991. Mr. President, Texas
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has one of the highest numbers of peo-
ple that would benefit with this in-
crease in minimum wage. Wages go up
8 percent, and employment up 20 per-
cent.

It goes on. California teenagers, min-
imum wage rises in 1988, 10 percent in
wages, employment up 12 percent.
Cross-State  teenagers, cross-State
workers with low-predicted wages from
1989 to 1992—we see the numbers con-
stantly go up. And you can say, Mr.
President, even the study with the 101
economists, 3 Nobel laureates, in their
study—I am referring now to the lead-
ing economists for the higher mini-
mum wage, Nobel laureates, with 101
signers of a statement backing a 90-
cent hike over 2 years. | will include
the whole statement on it. It is only 2
pages long. It says:

Most policies to boost the income of low-
wage workers have positive and negative fea-
tures. The minimum wage is an important
component of the set of policies to help low-
wage workers. It has key advantages, includ-
ing that it produces positive work incentives
* * * For these and other reasons, such as its
exceptionally low value today, there should
be greater reliance on the minimum wage to
support the earnings of low-wage workers.

We believe that a Federal minimum wage
can be increased by a moderate amount
without significantly jeopardizing employ-
ment opportunities. A minimum wage in-
crease would provide a much-needed boost to
the incomes of many low- and moderate-in-
come households. Specifically, the proposed
increase in the minimum wage of 90 cents
over a 2-year period falls within the range of
alternatives where the overall effects on the
labor market, affected workers, and the
economy would be positive.

| ask unanimous consent that the en-
tire document be printed in the
RECORD.

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

[From the Center on Budget and Policy

Priorities, Oct. 2, 1995]
LEADING ECONOMISTS CALL FOR HIGHER
MINIMUM WAGE
THREE NOBEL WINNERS AMONG 101 SIGNERS OF
STATEMENT BACKING 90-CENT HIKE OVER TWO
YEARS

An eminent group of economists—includ-
ing three recipients of the Nobel Prize in Ec-
onomics—have endorsed an increase in the
federal minimum wage in a statement re-
leased today.

Among the 101 signatories of the statement
are seven past president of the American Ec-
onomics Association and experts in dis-
ciplines ranging from labor markets and in-
dustrial relations to income distribution and
poverty. Their statement was released by
two Washington-based research organiza-
tions, the Center on Budget and Policy Pri-
orities and the Economic Policy Institute.

The statement notes that ‘‘After adjusting
for inflation, the value of the minimum wage
is at its second-lowest annual level since
1955. The purchasing power of the minimum
wage is 26 percent below its average level
during the 1970s . . . ”” The purchasing power
of the minimum wage reached its lowest
level right before the last increase in 1990.

“We believe that the federal minimum
wage can be increased by a moderate amount
without significantly jeopardizing employ-
ment opportunities . . . Specifically, the
proposed increase in the minimum wage of 90
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cents over a two-year period falls within the
range of alternatives where the overall ef-
fects on the labor, market, affected workers
and the economy would be positive,” the
economists’ statement continues. (Such an
increase has been proposed this year in both
the Senate and the House of Representa-
tives.)

The statement’s release comes as Congress
is actively considering reductions in the
Earned Income Tax Credit. Workers who are
affected by a stagnant minimum wage are in
large part the same people who would be
hurt by proposed EITC cuts.

Opponents of a higher minimum wage
sometimes claim that economic opinion is
settled against any increase. The statement
shows that this claim is inaccurate; there is
substantial support within the Economics
profession for a moderate increase.

The three Novel winners backing the mini-
mum wage increase are Kenneth J. Arrow of
Stanford, Lawrence R. Klein of the Univer-
sity of Pennsylvania, and James Tobin of
Yale. Each has served as president of the
American Economics Association. The other
AEA past presidents signing the statement
are Moses Abramovitz of Stanford, Robert
Eisner of Northwestern, John Kenneth Gal-
braith of Harvard, and William Vickrey of
Columbia.

STATEMENT OF SUPPORT FOR A MINIMUM WAGE
INCREASE

As economists who are concerned about
the erosion in the living standards of house-
holds dependent on the earnings of low-wage
workers, we believe that the federal mini-
mum wage should be increased. The reasons
underlying this conclusion include:

After adjusting for inflation, the value of
the minimum wage is at its second lowest
annual level since 1955. The purchasing
power of the minimum wage is 26 percent
below its average level during the 1970s.

Since the early 1970s, the benefits of eco-
nomic growth have been unevenly distrib-
uted among workers. Raising the minimum
wage would help ameliorate this trend. The
positive effects of the minimum wage are not
felt solely by low-income households, but
minimum wage workers are overrepresented
in poor and moderate-income households.

In setting the value of the minimum wage,
it is of course appropriate to assess potential
adverse effects. On balance, however, the evi-
dence from recent economic studies of the ef-
fects of increases in federal and state mini-
mum wages at the end of the 1980s and in the
early 1990s—as well as updates of the tradi-
tional time-series studies—suggests that the
employment effects were negligible or small.
Economic studies of the effects of the mini-
mum wage on inflation suggest that a higher
minimum wage would affect prices neg-
ligibly.

Most policies to boost the incomes of low-
wage workers have both positive and nega-
tive features. And excessive reliance on any
one policy is likely to create distortions. The
minimum wage is an important component
of the set of policies to help low-wage work-
ers. It has key advantages, including that it
produces positive work incentives and is ad-
ministratively simple. For these and other
reasons, such as its exceptionally low value
today, there should be greater reliance on
the minimum wage to support the earnings
of low-wage workers.

We believe that the federal minimum wage
can be increased by a moderate amount
without significantly, jeopardizing employ-
ment opportunities. A minimum wage in-
crease would provide a much-needed boost in
the incomes of many low- and moderate-in-
come households. Specifically, the proposed
increase in the minimum wage of 90 cents
over a two-year period falls within the range
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of alternatives where the overall effects on
the labor market, affected workers, and the
economy would be positive.

Mr. KENNEDY. It is not only these
economists and others. | was interested
in Business Week not long ago, May 20,
1996—1 will include this in the
RECORD—a commentary on ‘“‘Minimum
Wage Argument You Haven’t Heard Be-
fore.” This is Business Week. We all
hear a lot about the AFL-CIO support-
ing the increase. Here is a very inter-
esting thing. We have the economists,
and you have DRI, the econometric
study up at the Wharton School, one of
the most respected computer analyses
in terms of economic forecasts esti-
mated. The most they saw would be a
20,000 job loss for the minimum wage.

So you are talking negligible. You
have other studies in here. There is the
New Jersey-Pennsylvania study, which
showed that it increased employment
because people not in the wage market
saw that they could get a livable wage
and went back in. So the total number
of workers that were working in-
creased. Therefore, their taxes for their
local communities, State and Federal
increased as well.

Mr. President, in this “Minimum
Wage Argument You Haven’t Heard Be-
fore”’—I will include it all—it says:

As long as it’s not overdone, lifting the
minimum wage may create overall economic
gains that outweigh any short term job loss.
In fact, if it keeps productivity rising, slowly
boosting labor prices may actually be good
for the economy in the long run. ‘“Most
economists oppose the minimum wage be-
cause they haven’t thought through the con-
nection to productivity,” says Northwestern
University economist Robert J. Gordon.

If this argument is correct, raising the
minimum wage might not hurt the economy
and could even pay for itself. Economists
have preached the virtues of productivity
growth since the Luddites and before. But
the extra efficiency lowers prices, so con-
sumers buy more goods and expand output—
and the economy gains in the long run.

“. . . If raising the minimum spurs tech-
nical innovations, it could make a real dif-
ference in productivity and leave the econ-
omy better off,” says David B. Neumark, a
Michigan State University economist.

I ask unanimous consent that this ar-
ticle be printed in the RECORD.

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

A MINIMUM-WAGE ARGUMENT YOU HAVEN'T
HEARD BEFORE

(By Aaron Bernstein)

Most economists dislike the minimum
wage for a simple reason: Raise the price of
anything, whether it’s lettuce or labor, and
buyers can afford less of it. Such elementary
logic convinces economists that jacking up
the wage floor prices some workers out of a
job.

But there’s more to the subject than that.
Because the relative prices of labor and cap-
ital influence corporate investment deci-
sions, minimum-wage levels may affect pro-
ductivity. If pay rates fall, employers have a
greater incentive to buy labor instead of new
technology. As a result, productivity growth,
the key to higher living standards, slacks
off. By the same token, raising pay can spur
efficiency.
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PAY FOR ITSELF?

As long as it’'s not overdone, lifting the
minimum wage may create overall economic
gains that outweigh any short-term job
losses. In fact, if it keeps productivity rising,
slowly boosting labor prices may actually be
good for the economy in the long run. ‘“Most
economists oppose the minimum wage be-
cause they haven’t thought through the con-
nection to productivity,” says Northwestern
University economist Robert J. Gordon.

The best way to see his point is to look at
productivity growth, which has slumped to
about 1% a year since 1973 from 3% in prior
decades. One reason for the decline is the
shift in prices of labor and capital, says Gor-
don and other economists. Baby boomers and
women flooded the economy with cheap
labor in the 1970s, they argue, and then the
prices of capital exploded in the 1980s, when
interest rates went through the ceiling. The
result: Employment boomed in low-wage
service industries, but productivity sagged
as new technology became more pricey.
“This is one possible explanation for the
slowdown in technological progress,” says
Paul M. Romer, a productivity expert at the
University of California at Berkeley.

If this argument is correct, raising the
minimum wage might not hurt the economy
and could even pay for itself. Economists
have preached the virtues of productivity
growth since the Luddites and before. Yes,
jobs are lost when employers swap tech-
nology for labor. But the extra efficiency
lowers prices, so consumers buy more goods
and expand output—and the economy gains
in the long run. Economists applaud fast-
food chains that install automated french-
fry cookers and lay off workers. Why should
the result be different just because the em-
ployer was jolted into action by higher labor
costs?

Of course, a minimum wage pegged too
high would be a problem. A minimum of $13
an hour, say—the average wage for the econ-
omy as a whole—would be a disaster. Every-
one still working would be in high-wage,
more productive jobs, so the economy would
produce more per worker. But half the
workforce would be unemployed, so total
output would collapse.

EDUCATION

One solution: peg the minimum wage to a
fixed percentage of average wages. That way,
employers have a steady incentive to search
out the most efficient methods of doing busi-
ness. Yet the incentive isn’t likely to become
a hurdle that companies can’t figure out how
to overcome. “‘If raising the minimum spurs
technical innovations, it could make a real
difference in productivity and leave the
economy better off,”” concedes David B.
Neumark, a Michigan State University econ-
omist who writes on the minimum wage.

Neumark and other skeptics still oppose an
increase, however, because they doubt that
the economic gains would materialize. Their
fear: some low-skilled workers will never
work again. If so, efficiency gains might not
offset the output lost from their labor.

That’s why setting a wage floor in today’s
high-skills economy must be combined with
policies aimed at helping young people—who
comprise half of all minimum-wage work-
ers—to complete their schooling or voca-
tional training. “‘Yes, raising the minimum
would lift productivity,but then you have to
help those on the bottom to keep up,” says
Harvard University economist Dale W.
Jorgenson.

A rising wage floor may boost living stand-
ards. It also ensures that low-wage workers
aren’t left behind. That’s good for the econ-
omy and society alike.

Mr. KENNEDY. Mr. President, some-
thing that | think may have had some
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impact over the history of these de-
bates on the increase in the minimum
wage is that we found that Republican
Presidents like General Eisenhower,
President Nixon, and George Bush all
supported increases in the minimum
wage. That is why so many of us are
startled by the fact that there has been
such extraordinary opposition to this
whole effort to get an increase in the
minimum wage.

For the reasons | have outlined here
before, Republican Presidents have
supported this. In 1989, Speaker GING-
RICH AND BoB DOLE supported it. Yet,
we have had this extraordinary dif-
ficulty in gaining support for an in-
crease in the minimum wage.

Now, Mr. President, let us take not
just the studies that have been done in
reviewing past increases, but let us
take the most recent examples of in-
creases in the minimum wage and what
happened in the States that have seen
some increase in the minimum wage.
State experiences also prove that mini-
mum wage does not kill jobs.

Both Vermont and Massachusetts
raised their State minimum wage to
$4.75 in January of this year, while our
neighbors in New Hampshire and New
York did not. What happened since
then? Have we lost jobs in Massachu-
setts and Vermont? Far from it. Since
January, when these States raised
their minimum wage, unemployment
in both Massachusetts and Vermont
has fallen. We have not lost jobs, we
have added them. In fact, unemploy-
ment fell where the minimum wage
was increased and rose where the mini-
mum wage was frozen at $4.25.

Giving working Americans a living
wage will not cost jobs. Making all em-
ployers pay a living wage will not cost
jobs. The minimum wage law in Massa-
chusetts does not exempt businesses
with sales of $500,000 or less, and nei-
ther does the minimum wage law in
Vermont.

Is the minimum wage a serious prob-
lem for small business? No, it is not.
The studies cited by the Small Busi-
ness Administration show that only 7
percent of small businesses consider
the minimum wage a critical problem.
Even a survey prepared by the National
Federation of Independent Businesses,
which every Member of this body
knows is such an advocate in terms of
small business, ranked the minimum
wage as 62d in importance—62d in im-
portance—out of 75 issues.

Another study, funded by the NFIB
Foundation, revealed that even among
the smallest of small business—those
with less than 10 employees—only 6
percent considered the minimum wage
a critical problem.

So, Mr. President, you can see that
the States in the most recent times
this year that have increased the mini-
mum wage have not lost employment.
The results are very similar to what
the various studies have shown, that in
a number of instances—not all, but in
many instances—the increase in the
minimum wage has attracted more
people into the job market.
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You have the outstanding economists
that have recognized that an increase
in the minimum wage would have ef-
fectively a de minimus, negligible im-
pact in terms of the job market. DRI,
one of the most respected econometric
models, has found that in this most re-
cent analysis that it is a virtually neg-
ligible loss of employment. And you
find that the States have actually seen
an increase in the minimum wage in
the last several months. They have not
seen a decline in the employment.
They have actually seen an increase in
the total number of employment.

Mr. President, we are all aware of the
stark disparity in compensation in the
workplace. The news is full of stories
about huge compensation packages for
CEO’s, and a recent study done by
Pearl, Meyer & Partners, a New York
compensation consulting fund, found
the compensation of CEO’s in 30 major
companies was 212 times higher than
the pay of the average American work-
er.

Again and again, the financial pages
tell the story of the shocking disparity
between CEO compensation and pay for
the average employees. On April 9, for
example, a Washington Post study re-
ported the $65 million compensation
package for the CEO of Green Tree Fi-
nancial Corp.

On that same day the Wall Street
Journal published an 18-page section
devoted solely to executive pay and the
way it has risen through the roof.
High-flying executive wages have risen
through the roof. High-flying com-
pensation packages like these are in-
creasingly common, and they stand in
stark contrast to the minimum wage
that has been stuck in the basement
for the last 5 years.

Mr. President, one of the groups that
is strongest in opposition to the in-
crease has been the food industry and
restaurants which have developed a
special provision in this Republican
proposal as well so they effectively can
circumvent any increase in the mini-
mum wage, even though half of the
women who work in restaurants across
the country take on average $250 home
a week. With their dependents you see
that they are well below the poverty
program. The restaurant industry has
been able to carve out their own kinds
of protection on it. We have gone
through that. | will either take time
tomorrow, or later to go through this
in greater detail.

But | was particularly interested in
looking through the compensation for
those in the restaurant industry. What
you find is this extraordinary explosion
and increase in the salaries of those in
the restaurant industries. They have
increased dramatically, and no one is
begrudging that they are doing very
well in terms of the payments. But |
daresay it is not very convincing when
we hear about the problems the res-
taurant industry is having, and we see
the total work force increasing, the
profits going up, and the increase in
the CEO’s of these various food chain
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and food restaurant chains—low-wage
fast-food restaurants—that are the
strongest in opposition to this. We see
that their salaries and compensation is
going right up through the roof in spite
of the fact that by and large most of
them have had very, very substantial
profits over the period of these recent
years—significant profits; dramatic in-
crease in the compensation of the
CEO'’s; and effectively blind opposition
to any increase in the minimum wage.

Mr. President, | will maybe go into
that in greater detail as we have a
chance to go through the debate.

Our Democratic Senators say raise
the minimum wage. Our Republicans
say let them eat cake. At best the last
minimum wage was a very minimum
wage. The minimum wage which you
can have is effectively the minimum-
minimum wage.

What possible rationale can there be
for forcing millions of Americans to
continue to work, as everyone knows,
for wages so low that they cannot sup-
port a family? Republicans say the rea-
son is to save jobs. But the fact is the
modest increase we are proposing will
not cause job loss and may even lead to
an increase in employment.

One reason for that result is reflected
in the analysis that Salomon Bros. re-
cently released in a U.S. Equity Re-
search Report of April 22, 1996.
Salomon Bros. predicted that retail
businesses would benefit from an in-
crease in the minimum wage due to the
enhanced purchasing power.

This is not a publication by the AFL-
CIO. Here is Salomon Brothers’ study
of April 22, 1996.

We believe that many retailers, especially
discounters, would benefit from an increase
in the minimum wage due to the enhanced
purchasing power you create for many lower
Income consumers.

It is interesting that that concept
has finally been accepted. Henry Ford
understood it at the very beginning of
the production of Fords. He understood
that the only way he was going to sell
his product was to give a decent
enough wage so his workers could af-
ford it. That is a lesson that we are
coming back to.

So, Mr. President, we have other rea-
sons from the business community that
has indicated what their assessment
about the impact of the minimum wage
is.

So when we come out here later on
this afternoon and tomorrow and say,
“Well, enormous job loss, inflation
loss,”” the best estimate is that the im-
pact of inflation is one-tenth of 1 per-
cent.

Mr. President, in spite of the sensible
studies like this, The National Res-
taurant Association claims that a min-
imum wage increase would be a job
Killer even though the restaurant in-
dustry has seen enormous employment
growth since the last minimum wage.
In fact, the actual experience of the
restaurant industry shows the mini-
mum wage increase would be good for
business and good for the economy. For
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3 years, before the two-step minimum
wage in 1990-91, employment growth in
the restaurant industry was falling
along with the real wages of minimum
wage workers. Restaurant industry
growth in employment growth fell
from 3.1 percent in 1987 to 2.8 percent
in 1988, 2.3 percent in 1989, and 1.7 in
1990.

This is the decline in the growth of,
annual employment growth, ‘“Eating
and Drinking Establishments.” It is
very interesting that it was in 1990
when the minimum wage went in, in
1991. After the last minimum wage ac-
tually went in, we see this dramatic in-
crease in terms of employment. None-
theless, we just had an enormous
800,000 new jobs in the industry from
1991 to 1995. That is what our Repub-
lican friends call ““‘job killing.”’

| say let us have more of it.

With respect to the Republican pro-
posal for the small business submini-
mum, it is critical to remember that
the last minimum wage increase took
effect 5 long years ago. The coverage
was expanded at the time to include
employees and small restaurants who
formally had been excluded. According
to the Republican dogma, that expan-
sion should have compounded the job
killing effect of the increase. But it did
not. Instead, the restaurant industry
has enjoyed greater job growth, record
profits, mind boggling increases in CEO
pay. A subminimum wage is not need-
ed. Small businesses do not need it, and
their employees do not deserve that
harsh and unfair treatment.

It is no wonder that America is grow-
ing apart as a Nation when so much ef-
fort is being expended to help those at
the top of the ladder while ignoring the
families at bottom of the ladder.

By lifting families out of poverty, an
increase in the minimum wage of $5.15
an hour has additional benefits to soci-
ety in terms of saving expenditures
under the safety net.

Regrettably, our Republican col-
leagues continue to try to do all they
can to undermine a fair increase in the
minimum wage. At every turn, wher-
ever they can, they take away the pro-
tection of minimum wage from various
groups of workers and delay increases.
That is what they try to do. Their goal
is to see that any bill that passes
leaves us with the result that more
people are hurt than helped by the leg-
islation. And that is what the Repub-
lican amendment would do.

First, they want to put off any raise
until January 1, 1997, at the earliest.
That means for another 6 months mini-
mum wage workers will go without a
raise as they already have for more
than 5 years. They will be denied ap-
proximately $500 more in additional
pay they would receive over the next 6
months—$500 they could have to buy
medicine for children, new school
clothes, Christmas presents. Surely our
Republican colleagues must find this
kind of meanness embarrassing.

Next, the Republican opponents to
the minimum wage propose to create a
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subminimum wage for any worker who
takes a job with a new employer. At
least the House of Representatives tar-
geted that on teenagers. And then they
had a shorter period of time of 90 days.
But they had it on teenagers. This is
160 days. And grownups, even if you
have been a laid-off skilled worker that
has worked for 20 or 30 years, for the
first 6 months you are not going to get
any increase. Our Republican friends
know that about 40 percent of those
that get the minimum wage are rotat-
ing every year.

So effectively it excludes anywhere
from 40 to 45 percent of the total indi-
viduals that would be eligible for a
minimum wage increase. At least they
are true enough more than the last
time in 1989 when they called this job
training, except there was no require-
ment that any worker get an hour of
training or an hour of education—no
requirement on the employers at all.
They just say that we need to have
them have job training and education
on that program because there was no
requirement at all that they have it.
Now we are talking for a period of 6
months. If you move from one job to
another job, which so many of the
workers do, you would be excluded.
You come to the second job, and you
start off there. They say for 6 months
you do not get an increase above $4.25.
Does not anyone think that might be
an incentive for the employer to dis-
miss those workers? Of course, it will
be. Of course, it will be.

I hope our Republican friends will
talk to that issue. It will be an addi-
tional incentive to dismiss those and
hire some others for the $4.25 and save
themselves 20 or 22 percent on the em-
ployment of those people. But the
American people are beginning to un-
derstand this issue, and hopefully Sen-
ators will reflect their views tomorrow
when we will vote on this issue.

What they call an ‘‘opportunity”
wage is really only an opportunity for
the employer. It is not an opportunity
for the employee. It is an opportunity
for the employer to say that after 6
months you are dismissed, and | am
going to bring somebody else in here
and pay them $4.25. That is what the
opportunity wage under the Bond
amendment is really all about.

Mr. President, people that will be
hurt most by this are the downsized,
the laid-off workers who cannot find
jobs equivalent to the job they lost.
Not only will they endure the indignity
of having their wages fall to the mini-
mum, they will find themselves falling
to a subminimum wage as well.

This past year has been a time of eco-
nomic expansion and relative prosper-
ity for the economy as a whole. But
again and again, we see stories of
white- and blue-collar workers laid off
after long careers in good jobs. Many of
these workers have found themselves
forced to accept minimum-wage jobs
after being laid off by a downsizing em-
ployer.

The Republican answer to their pain
is to make it even more painful so that
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these workers fall even further and suf-
fer even deeper financial loss.

Minimum-wage jobs are the least
skilled jobs. They are jobs for which
little or no job training is needed—at
most, a few hours or days. Yet, the Re-
publican amendment doubles the dura-
tion of the subminimum wage in the
House bill, from the 90 to 180 days—far
beyond any reasonable training period
or try-out period.

There is no good reason for this harsh
proposal.

What they have done is to say, look,
we have the opportunity wage of 180
days, 6 months. So that will affect
probably 40 percent. Then we cut out
the restaurant industry employees
from being able to participate. That is
going to be another several hundreds of
thousands of workers. And then they
delay the implementing date. That is
going to save the industries hundreds
of millions of dollars in terms of wages
paid out. Gradually through all of this,
with the larger carve-out of any small
business under $500,000—and those
could be as high as 10 million—if you
put all of these together, they will be
able to say, look, we voted for an in-
crease in the minimum wage.

The American people are going to un-
derstand that that is basically devious,
deceptive and demeans, | think, any ar-
gument that they are basically for any
increase for these working families.
Rather than just give us an oppor-
tunity to vote on this up and down, no,
we cannot. We will have an oppor-
tunity, but it will certainly be clouded
by this attempt to try to say, look, you
can have it both ways. You can have a
vote for the minimum wage, and yet
you will also protect these various spe-
cial interest groups. In fact, in the real
Republican view, the only good mini-
mum wage is no minimum wage. They
would repeal it if they could.

It is so interesting to me that in the
period of these past months we have
seen the attempts to dismantle the
Medicare Program, the assaults that
have been made on Social Security,
and they have been made on Social Se-
curity, although our Republican
friends will not say it, because Medi-
care is a part of Social Security; we
can point that out, and it has been
pointed out during the course of the
previous debate and will again on the
various budget issues. So they are op-
posed to Social Security, opposed to
Medicare, and opposed to an increase in
the minimum wage, those three essen-
tial items which have been such life-
lines to millions of American families,
to working families, to the elderly peo-
ple in this country who have toiled and
worked so hard for a better America.

The subminimum wage in the House-
passed bill is bad enough. It applies
only to teenagers. Many of the 18- and
19-year-olds need a living wage as much
as any adult, especially if they are
young welfare mothers willing to work
for a living. The notion that they need
training for 3 months in jobs like burg-
er flipping or bagging groceries is ab-
surd.
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The Senate Republican proposal is
even more objectionable because it im-
poses a longer subminimum wage.

We will, hopefully, have a chance to
respond to points that will be raised by
our Republican friends in justification
of their proposal perhaps later on this
afternoon. | have not taken the time of
the Senate to go through other provi-
sions of this bill that has been coupled
with the small business tax relief. In
fact, the benefits of this bill to busi-
nesses are enormous. It provides $15
billion in tax breaks to businesses over
a 10-year period. For all the time that
we have been talking about the deficit,
I hope we are going to hear from our
Republican friends as to where they are
getting that $15 billion.

Sure, we ought to try to provide
some help and relief to the smallest
businesses that may be affected, but
this is $15 billion that someone is going
to have to make up somewhere. Some-
one is going to have to make it up. Add
that to the deficit. Add that to the def-
icit, or at least respect the intelligence
of the American people sufficiently to
tell us how you are going to offset
that. And can anyone believe that busi-
ness is being hurt, not helped, with this
legislation? Yet, the Senate is knee-
deep in crocodile tears shed by Repub-
licans who feel that business is being
hurt.

Small business can now deduct up to
$17,000 in expenses for new investment
in a year the investment is made rath-
er than deducting it over the life of the
investment as the normal accounting
rules require. This bill would gradually
increase the deduction to $25,000. It
goes on.

The bill opens up a loophole for cor-
porations that we successfully closed
in 1993.

In the 1993 reconciliation act, multi-
national corporations were required to
pay taxes on excess profits and cash on
hand from their operations in foreign
countries. This provision was the first
step needed to close the runaway plant
loophole, and it reduced the tax incen-
tives that encouraged U.S. companies
to move jobs overseas. That was closed
down in 1993, and it is being reopened
again—a provision that will provide
tax incentives to move American jobs
overseas.

This bill provides tax breaks for busi-
ness owners who run convenience
stores with gasoline outlets. It pro-
vides tax breaks to banks and invest-
ment companies, tax credits to small
wineries, helps farmers located in
empowerment zones. It goes on. Yet
they attempt to deny a fair increase in
the minimum wage to millions of low-
income Americans. There is no jus-
tification for denying even one working
American the right to a living wage.

So Senators who preach about family
values should practice family values,
too. This is our chance to speak to the
people who struggle the hardest to
make ends meet, to abide by the work
ethic, who believe in the American
dream of working hard in order to get
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ahead, yet who find themselves slip-
ping farther and farther behind, no
matter how hard they try. We know
the hardships they face.

In one family | met last year, the
husband works 30 to 35 hours a week at
$4.25 for a pizza chain. He works split
shifts and evenings. His wife works 40
hours a week at a similar wage. She
staggers her work hours so she or her
husband can be home to take care of
their young children. They have no
health coverage. They cannot afford
child care, let alone a medical savings
account. Because they work different
hours, they are rarely able to spend
time together, and they worry about
trying to save to send their children to
college because both of them are still
paying off loans for the 1 year of col-
lege they attended.

Large numbers of minimum wage
workers have similar stories. They are
bright, hard-working Americans often
with high school educations and
dreaming of a brighter future, but they
are barely scraping by because the law
allows their work to be undervalued
and underpaid.

I urge the Senate to do the right
thing for them, for the 13 million other
Americans who will get a raise if this
amendment is approved. Now is the
time to make the minimum wage a fair
wage. No one who works for a living
should have to live in poverty.

Mr. President, | ask unanimous con-
sent, in addition to those articles and
periodicals | referred to in my state-
ment, to have printed in the RECORD a
“List of Signatories to Economists
Statement of Support for a Minimum
Wage Increase.”

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

SIGNATORIES TO ECONOMISTS STATEMENT OF

SUPPORT FOR A MINIMUM WAGE INCREASE

Aaron, Henry—Brookings Institution.

Abramovitz, Moses—Stanford University.

Allen, Steven G.—North Carolina State
University.

Altonji, Joseph G.—Northwestern Univer-
sity.

Appelbaum, Eileen—Economic Policy In-
stitute.
Arrow, Kenneth J.—Stanford University.
Bartik, Timothy J.—Upjohn Institute.
Bator, Francis M.—Harvard University.
Bergmann, Barbara—American University.
Blanchard, Olivier—Massachusetts Insti-
tute of Technology.
Blanchflower, David—Dartmouth College.
Blank, Rebecca—Northwestern University.
Bluestone, Barry—University of Massachu-
setts Boston.
Bosworth, Barry—Brookings Institution.
Briggs, Vernon M.—Cornell University.
Brown, Clair—University of California at
Berkeley.
Browne, Robert S.—Howard University.
Burtless, Gary—Brookings Institution.
Burton, John—Rutgers University.
Chimerine, Lawrence—Economic Strategy
Institute.
Danziger,
gan.
Darity, WIlliam Jr.—University of North
Carolina.
DeFreitas, Gregory—Hofstra University.
Diamond, Peter A.—Massachusetts Insti-
tute of Technology.

Sheldon—University of Michi-
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Duncan, Greg J.—Northwestern Univer-
sity.
Ehrenberg, Ronald A.—Cornell University.
Eisener, Robert—Northwestern University.
Ferguson, Ronald F.—Harvard University.
Faux, Jeff—Economic Policy Institute.
Galbraith, James K.—University of Texas
at Austin.
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SMALL BUSINESS EXEMPTION

Mr. KENNEDY. Finally, Mr. Presi-
dent, an op-ed article in today’s USA
Today by Jack Faris, president and
CEO of the National Federation of
Independent Business, perpetuates the
fallacy that Congress acted by mistake
in 1989 when it increased the small
business exemption under the so-called
enterprise coverage test, but failed to
do so for the so-called individual cov-
erage test. In fact, Congress was well
aware of the effect of its actions in
1989. There was no mistake.

Since the beginning, the minimum
wage has covered large numbers of
workers engaged in interstate com-
merce, regardless of the size of the
firms they work for.

In fact, the original minimum wage,
enacted in 1938, contained only the in-
dividual coverage test. That coverage
was based on the view that Congress
had broad power under the commerce
clause of the Constitution to protect
workers even in the smallest firms, as
long as the workers were involved in
interstate commerce.

From 1938 to 1961, coverage was based
only on that principle—individual cov-
erage—a case-by-case, worker-by-work-
er analysis as to whether the actual
work involved interstate commerce.

At the beginning, the minimum wage
also contained numerous exemptions
based largely on policy decisions and
interest group pressures. In some cases,
entire industries or occupations were
excluded from coverage. In the years
since 1938, the major goals of Congress
have been not only to increase the pur-
chasing power of the minimum wage—
or at least prevent a decline in its pur-
chasing power because of inflation—but
also to reduce the scope of these broad
exemptions.

Notwithstanding the numerous in-
dustry specific exemptions, Congress
never enacted a general exemption for
small businesses. Since the beginning,
many workers in very small firms have
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continued to be protected by the mini-
mum wage under the individual cov-
erage test.

In 1961, with the economy having
grown rapidly in the years after World
War 11, and with vastly increased eco-
nomic activities crossing State lines,
Congress changed the definition of cov-
erage of the minimum wage to achieve
coverage in a more practical way.

The 1961 act specified that all work-
ers in enterprises with more than a cer-
tain level of annual sales would be re-
garded as engaged in interstate com-
merce, and would therefore be covered
by the minimum wage, whether or not
the particular activities of individual
workers in the firms involved inter-
state commerce. This new test of cov-
erage was widely referred to as enter-
prise coverage.

The sales figure for the standard was
set at various levels for various indus-
tries. For enterprises comprised exclu-
sively of retail service establishments,
the threshold for coverage was set at
$362,500. For most other industries, the
threshold was $250,000. But for hos-
pitals, schools, public agencies, and en-
terprises engaged in construction,
laundry, or drycleaning, the threshold
was zero—all employees in those indus-
tries were covered, regardless of the
size of their firm.

The addition of enterprise coverage
was an expansion, not a reduction, of
coverage. It was not a small business
exemption from coverage—it was a
large business expansion of coverage. It
meant that workers in firms with sales
above the threshold were protected by
the minimum wage, regardless of their
personal status in interstate com-
merce. They were covered, because
their employers were involved in inter-
state commerce.

Under the 1961 act, workers in firms
below the specified level of annual
sales continued to be covered under the
previous case-by-case, worker-by-work-

er standard, the so-called individual
coverage.
One result of the broad increase in

coverage by the 1961 act under enter-
prise coverage was the narrowing of
the previous blanket exemption for
workers in small retail firms and serv-
ice firms. Workers in firms below the
threshold in those industries for enter-
prise coverage continued to be exempt-
ed from individual coverage, even if
they were engaged in interstate com-
merce. Above the threshold, workers in
those industries were covered for the
first time by the minimum wage.

That basic dual structure of enter-
prise coverage and individual coverage
has continued since 1961. In 1989, Con-
gress enacted a large increase in the
threshold of coverage under the enter-
prise test—to $500,000 in annual sales.
That increase, if enacted by itself,
would have reversed the 50-year history
of expansions of coverage of the mini-
mum wage, by excluding an estimated
3 million workers from its coverage
under the enterprise test.

That reduction in coverage was unac-
ceptable by itself—so Congress offset
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the reduction by repealing the blanket
exemption for workers in retail and
service firms under the individual cov-
erage test. For such firms, the pre-1961
case-by-case worker-by-worker test
was reinstated. If the workers were en-
gaged in interstate commerce, they
were covered by the minimum wage.

In recent years, some, like Mr. Faris,
have attempted to argue that Congress
mistakenly repealed the blanket ex-
emption for these small retail and
service firms. It is clear that some
Members of Congress thought they
were voting for a blanket small busi-
ness exemption when they voted to in-
crease the threshold for the enterprise
test to $500,000. But those Members of
Congress were ignoring the longstand-
ing principle of individual coverage—
which the 1989 act did not abandon, and
for good reason.

The overall legislative history of the
1989 act makes very clear that Con-
gress intended to repeal the exemption
for small retail and service firms. Oth-
erwise, the entire legislation would
have made no sense. The large increase
in the threshold for enterprise coverage
would have meant that 3 million work-
ers were no longer covered by the mini-
mum wage. Repeal of the exemption for
small retail and service firms under in-
dividual coverage expanded that aspect
of coverage by about the same number
of workers. That result was intended
by Congress, since the expansion of in-
dividual coverage offset the reduction
in enterprise coverage. Without that
fundamental compromise, the 1989 act
would never have been approved by
Congress.

So | hope my Republican colleagues
will reflect again on this legislative
history, and reconsider their attempt
to reduce coverage of the minimum
wage by exempting so many workers
from its protection. Those who work
for small firms deserve an increase in
the minimum wage. They have waited 5
years for a fair increase, and now is the
time for Congress to enact it.

Mr. KENNEDY. Mr. President, | sug-
gest the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. DASCHLE. Mr. President, |1 ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The

THE MINIMUM WAGE

Mr. DASCHLE. Mr. President, | com-
mend my colleague, the senior Senator
from Massachusetts, for his excellent
remarks this morning in discussing the
important issue of the minimum wage.

Harry Truman once said: ‘“‘Repub-
licans favor a minimum wage, the min-
imum possible wage.” | think that a
lot of what was said in the 1940’s may
be applicable today, with a 1996 twist,
which is: The minimum possible wage
for the minimum number of people to
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be affected. That, really, is the debate
that we will have today and tomorrow
with regard to the Bond amendment.

I want to call everyone’s attention to
the Bond amendment for what it is and
what it is not. The Bond amendment,
in many cases and in many ways, could
be described as a Swiss cheese approach
to the minimum wage; Swiss cheese,
because it has so many holes it does
not provide for the kind of continuity,
the kind of opportunity that everyone
ought to have if the minimum wage is
to be an applicable national wage.

There are four very specific issues
that it addresses in a very harmful
manner, for those who are dependent
upon the minimum wage. | want to dis-
cuss very briefly each of those four this
afternoon. Suffice it to say, the Bond
amendment is truly a vote against the
minimum wage and against working
families who depend upon it. It gives
with one hand and takes with the
other. It uses exemptions, denials, and
delays to provide minimum wage in-
creases to a minimum possible number
of people. It is a more extreme version
of this amendment than what was de-
feated in the House a couple of months
ago.

The Bond amendment, No. 1, effec-
tively denies an increase to all workers
for the first 6 months of employment.
It does not matter whether you are
young or you are old, whether you are
working for summer earnings or have
to feed a family, whether you are with
or without any experience, that provi-
sion in the Bond amendment would
simply deny, for 6 months of employ-
ment, any opportunity to benefit what-
soever from the minimum wage.

The House-passed bill applies the
subminimum to workers under the age
of 20 for the first 3 months of employ-
ment. Already that is an extreme pro-
vision in some respects. The Bond
amendment is even worse. The high
turnover in these jobs is an inevitabil-
ity, so many workers would never get
an increase. | can see in some cases
right now where someone will work for
5 months and 2 weeks and then find he
or she is going to be left without work
because to increase that person’s wage
would be something the small business
owner may not want to do. So, in es-
sence, you are going to get churning of
people, regardless of what age they are;
working for 5 months and 2 weeks or 5
months and 3 weeks, only to be denied
a minimum wage job after that.

I believe most employers are very
honest, hard-working people who care a
lot of about their employees. But how
many unscrupulous employers will
there be, people who will find ways in
which to avoid the law, avoid paying
the minimum wage, avoid living up to
their responsibility and find a way to
keep people at this extraordinarily low,
subminimum level?

The President feels so strongly about
this provision alone that he said he
would veto the bill if this provision is
in the legislation when it reaches his
desk.
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Second, the Bond amendment denies
an increase for any employee of compa-
nies with less than $500,000 in annual
sales. Mr. President, these companies
employ 10.5 million people. They make
up two-thirds of all workplaces today.
They include not only retail and serv-
ice establishments, but manufacturing
firms as well. Their employees already
are denied benefits of most Federal
worker protection laws. They earn
lower wages, get fewer benefits, and
have less job security than virtually
anybody in the country. They should
not be stripped of their minimum wage
protections as well.

Over and above everything else, to
say that a worker who only has the op-
tion of working in a company with
sales less than $500,000, who probably
does not get health insurance, probably
does not get any other worker protec-
tion at the Federal level and probably
has less job security, but at the same
time now may also be denied even min-
imum wage protection is wrong. That
is extreme, and that is something that
we simply must oppose.

A third provision denies any raise to
waitresses or waiters or other tipped
employees. Right now employers need
to pay only 50 percent of the minimum
wage, or $2.13 an hour for tipped em-
ployees. Instead of maintaining that 50
percent employer payment, the Bond
amendment freezes it for all perpetuity
at $2.13. We could be here 20 years from
now, and if the Bond amendment were
to be adopted, anybody who worked in
a restaurant would be frozen at $2.13,
dependent entirely upon tips for any
kind of an increase in a living wage.

This 1is especially a problem for
women, because 80 percent of tipped
employees today are women. In 1995,
about half of full-time waitresses
earned roughly $250 a week, less than
the poverty level for a family of three.
Just last year, half of the full-time
people who worked on tips earned
roughly $250 a week. So what we are
going to tell all of those people, 80 per-
cent of whom are women, is, ‘“You’re
going to have to live with a frozen min-
imum wage at $2.13 an hour for all per-
petuity. There isn’t any option for an
increase. You don’t have any oppor-
tunity to see your wages increase along
with everybody else’s. That $250 that
you may be getting right now to feed
your two Kkids, well, keep in mind we
want to keep you off welfare, we’re
going to kick you off welfare, we’re
going to tell you to go get a job, go get
child support, get health insurance, go
find a way to clothe and house your
kids, do all of that, but we’re going to
freeze your wage at $2.13 an hour.”

Mr. President, | cannot believe that
this body is prepared to say that. If we
want to reward work, if we want to
protect families, if we want to find
ways to ensure the children are going
to grow in an environment that allows
a mother to be home at least part of
the time instead of getting three and
four jobs, staying at home with chil-
dren instead of working at wages that
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pay $2.13 an hour, then it would seem
to me that they, above and beyond just
about anybody else, ought to be enti-
tled to some increase in the minimum
wage.

The final thing is, this amendment
delays the date of the minimum wage
for another 6 months. When the House
Members passed their bill, they said it
was going to go into effect virtually on
Independence Day, on July 4—actually,
July 1, a couple of days before Inde-
pendence Day—in the hopes that
maybe some families out there could
declare some independence economi-
cally, some opportunity to be a little
freer than they are right now.

The Bond amendment says, ‘“No, no,
that’s too fast. If you earn minimum
wage today, we’re going to ask you to
walit until after next Christmas before
you’re entitled to any increase in the
minimum wage. You’re not going to
get it in July, you’re not going to get
it by Labor Day, the day we set aside
to honor working families. No, we’re
going to make you wait until after
next Christmas. We’'re going to wait
until next January before this wage
goes into effect.” This is on top of
months of delay caused by a Repub-
lican filibuster to the minimum wage.

Mr. President, minimum wage work-
ers have gone without a raise now for 5
years. We have had raises. Most people
have had raises in this country over
the last 4 and 5 years. How remarkable
it is that those same people who
espouse welfare reform, who want to
join with us in providing real opportu-
nities for work, to encourage work,
would say that the one thing that
would probably encourage work more
than anything else, an increase in the
minimum wage, is something we just
should not do. We should not do it for
tipped employees, we should not do it
for employees in businesses that have
less than a $500,000 gross income, we
should not do it for the first 180 days
for anybody who is on minimum wage.
Regardless of what else happens, we
better not even do it until 1997.

I must tell you, Mr. President, | have
a hard time understanding the motiva-
tion for those who would want to say
that to over 10.5 million people—actu-
ally close to 14 million workers—in
this country. This delay equals the loss
of more than $500 in pay, money that
could go for the health care and the
food and housing that kids are going to
need.

Every day on the floor somebody
with good judgment and with good rea-
son comes to lament the destruction of
the family, comes to lament the de-
struction of this nuclear core that we
think so much about and that we think
really is the key to a civilized society.
We cannot understand why there are
teenagers out on the street making
trouble for the rest of society. We do
not understand why they lost their val-
ues. We cannot figure out why there is
an increase in juvenile crime and tru-
ancy and all the other problems.

Mr. President, | will tell you why.
The reason is because more and more
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mothers and fathers are forced to leave
their homes, unable to take care of
their children, because they have three
or four jobs they have to hold to make
ends meet. That is what this is all
about.

So if we are ever going to get back to
making sure that the family is pro-
tected, making sure those children
have core values with which to ensure
that they will be productive parts of
society, then it seems to me we have to
understand that it all starts with the
paycheck and whether or not families
have the dignity and the opportunity
that they must be accorded to ensure
that there is some paycheck security
in their families.

Minimum wage workers are not what
many people think they are. Two-
thirds of them are adults; 40 percent
are sole breadwinners; 60 percent are
women. Minimum wage workers’ earn-
ings account for almost half of the
families’ total earnings today.

So, Mr. President, this is going to be,
of all the votes we cast, one of the
most critical votes we are going to cast
this year, because it sends a clear mes-
sage out there that we hear you, we
know how insecure so many people feel
today because of their inability to pay
their bills. Not that they are not work-
ing hard enough; they are working
harder and longer than other families
in history. They are making the hard
choices about going out and finding an-
other job or staying home and taking
care of their children.

America is going to watch this vote.
They are going to watch to see whether
we vote for the Swiss cheese Bond
amendment, the one with all the holes
in it, the one that devastates the mini-
mum wage law for the first time in dec-
ades, or whether we are going to stand
up and say, at long last, America needs
a raise after 5 years.

Those who are on minimum wage de-
serve it. If we want to keep them off
welfare, they deserve at least a 90-cent
increase. That is all we are proposing
here. It is time we do it. Inflation has
eaten away 95 percent of the last in-
crease. At the current level of $4.25 an
hour, many minimum wage workers
who work 40 hours a week do not earn
enough to keep their families out of
poverty. How sad that is today.

So unless we act, the minimum wage
is going to fall to the lowest level in 40
years. This does not have to be par-
tisan. The last time we voted on this it
was bipartisan. Six weeks ago, the
House voted overwhelmingly in favor
of it; 93 House Republicans voted for it.
The vast majority, | am told, over 80
percent of the American people, want
to see it increased.

This is a chance to do something
right. It is a chance for us to stop stall-
ing, to send a clear message to people
across this land that we recognize how
important your paycheck and your
long-term security is, we recognize how
important your family is, we recognize
that if we are going to urge you to stay
off welfare and go to work, that you
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need a wage to do it. That is what this
does. It is important we pass a mini-
mum wage increase. It is important we
defeat the Bond amendment. It is im-
portant at long last we sign the in-
crease into law.

Mr. KENNEDY. Will the Senator
yield for a very brief question?

Mr. DASCHLE. Yes. | will be happy
to.

Mr. KENNEDY. Mr. President, | in-
cluded in the RECORD the statement by
the National Retail Federation that
was put out on July 1. The National
Retail Federation is the largest retail
trade association in the country. In
their front page they referenced the
minimum wage fight in the Senate.
They say President Clinton says he
will veto the minimum wage increase if
it passes, talking about this particular
proposal. ‘““‘Let him.” *“It is our last
chance and best hope for stopping the
minimum wage increase this year,”’ re-
ferring to the Bond amendment.

So here is the largest retail associa-
tion saying effectively that the best
way to stop any increase in the mini-
mum wage is to support the Bond
amendment. | have concluded that was
really a devious measure in the sense
that people want to have it both ways.

This is my question: Whether the
Senator would think that the argu-
ment might be made to those who sup-
port the Bond amendment, well, you
can vote for it; it is an increase in the
minimum wage. But on the other hand,
for reasons that the Senator has out-
lined so well this afternoon, effectively
it gives with the one hand and takes
away with the other hand.

I am just wondering if this is really
the purpose: Our best chance and best
hope for stopping the minimum wage
increase this year. Here is the largest
retail organization making this clear
statement. We ought to call a spade a
spade and say that effectively the Bond
amendment is really an effort to stop
and halt any increase to the minimum
wage. That would be the result of it
were it to pass. So the vote would be
very clear in terms of who is on the
side of working families and who is
not. | am just wondering what conclu-
sion the Senator from South Dakota
would reach on that.

Mr. DASCHLE. Mr. President, if I
could—I will use whatever leader time
I may require. | know our time runs
out at 2 o’clock. Given the fact no one
else is here at this point, | will use
leader time to the extent necessary to
respond to the distinguished Senator
from Massachusetts.

The PRESIDING OFFICER (Mr.
KEMPTHORNE). The Senator may use his
leader time.

Mr. DASCHLE. The Senator from
Massachusetts is absolutely right. In
many respects, | think there are some
of our colleagues who would like to
have it both ways. They would like to
say, ‘““Yes, | voted for a minimum wage
increase,” but then go tell some of
their business constituents, “But real-
ly I didn’t. | really didn’t. This is not a
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real minimum wage because we exempt
virtually everybody.”’

I was home last weekend, and | just
took my own poll. | asked retailers, |
asked people in just about every line of
business | could find in South Dakota,
“What do you think? What do you
think about raising the minimum
wage? Is this something that you op-
pose? Would this hurt you badly? What
are your thoughts?”

I was amazed, just amazed at the
level of sophistication, about the com-
passion, about the recognition of the
importance of this issue, about how
troubled many of our employers are in
watching their employees try to make
ends meet by holding down two and
three jobs, because they know that one
job is not going to be enough.

One employer told me, “You know,
Towm, I really don’t know how these em-
ployees do it today. | go home and |
watch the baseball game at night when
I finish work. Some of my employees
go to their second job. And their
spouses are already at a second or third
job. 1 don’t know, but more and more
I’'m seeing their Kids out in the streets
because | know they’re not home tak-
ing care of them.”

I had an employee tell me the only
dinner—the only dinner—they have to-
gether is after church on Sunday once
a week. The whole family now gets to-
gether for dinner once, on a Sunday,
because they have no time during the
week, no time because everybody is
working even harder carrying out sec-
ond and third jobs. As a result, the kids
cook for themselves. The Kkids are
doing whatever they have to. Hopefully
they are doing their homework.

But, Mr. President, that is exactly
what we are trying to talk about here.
We are trying to address a real and
growing problem. If we are serious
about family, if we are serious about
trying to keep them together and teach
our youngsters values, who is to do it if
the family is not together? Can you
teach all the values that you have to
share with a young person growing up
on a Sunday after church? 1 do not
think so.

So, while some of our colleagues
would like very much to be able to say,
“l voted for a minimum wage,” but
then secretly, “‘l voted to gut it,” let
me tell you, there are a lot of business
people, at least in South Dakota, who
see it for what it is, who recognize that
we have to do what is honorable here.
It is time we recognized that people on
minimum wage need more than just
$4.25 an hour to survive if they are
going to take care of their kids. So |
appreciate very much the distinguished
Senator’s raising the question. | yield
the floor.

The PRESIDING OFFICER. Under
the previous agreement, the Senator

from Georgia, Mr. COVERDELL, is to
control the next 90 minutes.

Mr. COVERDELL addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.
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Mr. COVERDELL. It is my under-
standing that for the next 90 minutes,
I or my designee have control of that
time.

The PRESIDING OFFICER. The Sen-
ator is correct.

Mr. COVERDELL. Very good.

FBI FILES AT THE WHITE HOUSE

Mr. COVERDELL. Mr. President, on
Wednesday, July 3, which, incidentally,
was the cost-of-Government day, which
means the last day after which an
American family finally quit paying
Government—July 4 took on a special
meaning because it was not only Inde-
pendence Day, but because it is the
first day a family could keep its own
check. But, interestingly enough, in
the midst of all the debate, a very in-
teresting editorial appeared in the
Washington Post, which characterizes
itself as an independent newspaper.

On July 3, the Washington Post said,

“FBI Files and the ex-FBI Author.”
That was the name of the article. It
says:

Controversy swirls around both [these is-
sues], but it ought to be possible to separate
the probe of the improperly requisitioned
FBI reports by the Clinton White House from
the effort to sort out fact from fiction in
former FBI agent Gary Aldrich’s book about
life at the White House.

| agree with this. | agree that the
commentary of a popular book ought
to be separate from the very, very seri-
ous issue of hundreds of our citizens’
personal FBI files going to the—hun-
dreds. At this time the current number
keeps going up. It started out 300. Then
it went to 407. Then it went to 600.
Then 700. The last report | have seen is
900. It is almost beyond belief. Both
that the White House could request
those personal files and that those files
could be violated by our own Federal
Bureau of Investigation.

The Post says:

The three probes need to find out if the
country has an abuse of presidential power
on its hands or whether it is witnessing yet
one more White House staff-administered
blow to this president’s prestige.

Mr. President, for my own part, while
there is deep concern about what has
transpired at the White House, | think
so far the public discourse underesti-
mates what transpired at the Federal
Bureau of Investigation. It is beyond
my understanding how this many per-
sonal files or the data in those files
could be copied and so routinely made
available to the White House without
fire alarms and sirens going off from
the front to the back door and all the
way to the Director’s office. I cannot
imagine how this could happen. Now,
the Director has said there was an
egregious breach of honor between the
White House and the FBI, but much
more will have to be answered than
that simple question.

Mr. President, | see we have been
joined by the distinguished Senator
from Arizona. | yield up to 15 minutes
to the Senator from Arizona for his re-
marks.
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The PRESIDING OFFICER. The Sen-
ator from Arizona.

Mr. KYL. Mr. President, | thank the
Senator from Georgia both for taking
time to get into this matter and also
for yielding time to me.

I was perplexed, to say the least, as |
sat through hearings as a member of
the Senate Judiciary Committee just
before the Fourth of July break, hear-
ing testimony from Mr. Livingstone
and others regarding this matter of the
FBI files. 1 am going to come back to
some conclusions that came out of that
hearing and some questions that re-
main in a moment.

I thought, first, perhaps, it would be
useful to discuss generally what we
have here. There have been, especially
in the time since Watergate, numerous
investigations of officials involved in
different administrations. To some ex-
tent, | think this has been politically
motivated. To a large extent, | think it
is a process that is important in a de-
mocracy, because people need to have
confidence in their Government, par-
ticularly when people in high places
are accused of wrongdoing or there is a
potential of wrongdoing. We have es-
tablished a system whereby an inde-
pendent kind of investigator or pros-
ecutor called the special counsel is ap-
pointed by the Attorney General, with
court acquiescence, to investigate mat-
ters. There have been prosecutions
from time to time in administrations
since the Watergate matter that have
demonstrated it is wise to have these
kinds of special counsel available to
look into such matters.

While there may be some politics in-
volved, and certainly Republicans be-
lieve there is politics involved in some
of the investigations in the Reagan and
Bush administrations, and | am sure
that some Democrats believe there is
glee in Republican ranks to find things
wrong now in a Democratic adminis-
tration, the fact is it is still important
to try to get to the bottom of some of
these matters, particularly where it
goes beyond politics. | think it can be
demonstrated with this administration
that it has gone far beyond politics,
that there has been wrongdoing, and
that there are people in this adminis-
tration that, to say the least, have
been ethically challenged.

As a matter of fact, Mr. President,
according to an article written by
Mary McGrory in the Washington Post,

President Clinton said that his administra-
tion would be the most ethical administra-
tion in the history of the Republic.

That was shortly after he was inau-
gurated. | think history will reveal
that this is one of the most ethically
challenged administrations in the his-
tory of the Republic. This FBI scandal
is, frankly, just the latest of the scan-
dals in the Clinton White House. As the
Senator from Georgia pointed out, this
involves the misuse of about 900—at
least that is the number we have so
far—900 FBI files.

Going back to reflect on what has oc-
curred earlier in this administration,
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and again this is not really partisan be-
cause if you look at the last three
Presidents, President Carter, President
Reagan, and President Bush, | think al-
most all Americans would agree that
all three of these Presidents had the
highest ethical standards, Carter a
Democrat, the other two Republicans.
It did not matter what their politics
were. | think most Americans believe
that all three of them are people of the
greatest integrity and repute. To the
extent there was any wrongdoing in
any of their administrations each one
of them had accusations made, they
took responsibility, they tried to clean
house, and their integrity, | think, re-
mains without question.

In this particular administration,
look at what we have. We have first of
all, Roger Altman, Treasury Secretary
who misled Congress about his discus-
sions of a Whitewater-connected S&L.
He resigned. Henry Cisneros, the HUD
Secretary under investigation by
court-appointed counsel for lying to
the FBI. Mike Espy, former Secretary
of Agriculture, under investigation for
taking illegal gifts. He resigned. Web
Hubble, a very close associate of the
President and First Lady, Associate
Attorney General, has been sentenced
to 21 months in jail for mail fraud and
tax evasion. William Kennedy, former
associate White House counsel, and
possibly one of the people involved in
the hirings of Craig Livingstone, failed
to pay Social Security taxes and re-
signed. Bernard Nussbaum, former
White House counsel, resigned his post
after being accused of improper con-
tacts with Whitewater investigators.
David Watkins, former White House di-
rector of administration, resigned after
he used a Presidential helicopter to
play golf. Hazel O’Leary, Secretary of
Energy, has committees looking after
her travel, and though she is still in
the job, questions remain. More than a
dozen indictments relating generally to
Whitewater, most resulting in plea bar-
gains, if not convictions. As a matter
of fact, three close associates of the
President were convicted by a jury, in-
cluding the President’s hand-picked
successor, Gov. Jim Guy Tucker.

Then the Travelgate matter. It was
as a result of the Travelgate investiga-
tion that the information about the
FBI files came out. It was, really, quite
by accident. The House committee in-
vestigating the Travelgate matter had
asked for 3,000 documents, all of which
had been denied by the White House,
3,000 documents. Finally, under threat
of subpoena and contempt of Congress
if they did not comply with the sub-
poena, the White House agreed to turn
over one-third of those documents. It
was one of those 1,000 documents that
led investigators of the House commit-
tee into the FBI file issue, because
there was a reference to FBI files hav-
ing been obtained, | think, perhaps, re-
lating to Billy Dale who was the fired
head of the Travel Office of the White
House. The rest, as is commonly said,
is history.



July 8, 1996

It was learned first that there were
about 300 files, then 400, and as the
Senator from Georgia pointed out, it
may now be as many as 900 files im-
properly obtained, most of which were
reviewed. It is unclear whether infor-
mation in those files has been revealed
to people improperly. In any event, the
mere review of those files was im-
proper, as was the acquisition of those
files from the FBI. Also, quite im-
proper was the storage of the files then
in the White House, rather than having
them returned to the FBI. The fact
they were not secure and many people
had access to them who should not
have had access to them, we do not
know yet what might have been done
with those files and whether informa-
tion was copied or used. We may not
know for a long time whether informa-
tion in those files, stored away in
somebody’s drawer, might later come
back to haunt some of the people
whose files were improperly obtained.

All of this is beginning to come out.
It is not coming out from the White
House. It is having to be gathered by
the House committee, the Senate com-
mittee, the special prosecutor. Just lit-
tle bits and pieces of information keep
coming out. There is no coming clean
by this administration, which was
going to be the most ethical in history.
As a matter of fact, the President
originally attributed this whole matter
to a bureaucratic snafu. Now, | think
one of two things is true, Mr. Presi-
dent, but a bureaucratic snafu is not
one of them.

Here is what we know for a fact: A
political operative, so described in the
press, | am talking about Craig Living-
stone, part of his responsibilities in
previous campaigns had been opposi-
tion research, and part of it had been
to cause Republicans traveling around
George Bush, 1 think, in particular,
trouble when he stopped at various lo-
cations. But Craig Livingstone has had
a history in Democratic campaigns of
snooping on the opposition, learning
facts. | believe it was by his own ad-
mission or perhaps he was proud of the
fact that he learned things about the
Dan Quayle campaign, took them back
to the Mondale campaign, and, as a re-
sult of that in the debate that Dan
Quayle and Lloyd Bentsen had, Bent-
sen was able to come up with the great
line, “You’re no John Kennedy,” be-
cause Livingstone had learned in ad-
vance that Quayle was going to com-
pare himself during this debate to John
Kennedy.

So here you have a man who has ad-
mitted that he is a political snoop—
some say dirt digger, but let us use the
term that is generally applied, and
that is a person skilled in ‘“‘opposition
research,” an individual who finds out
things about the opposition in political
campaigns, a person with no profes-
sional security experience whatsoever.

Now, when this administration comes
into power, people who have been there
through Democrat and Republican ad-
ministrations, nonpartisan, profes-
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sional security people, who have been
in charge of White House personnel
files, to get clearance so that the peo-
ple who are in the White House are all
cleared, are let go. Mr. Livingstone is
brought in, and nobody seems to re-
member who hired him. Nobody can re-
call. This is the first job this guy has
in the White House, and he cannot re-
member who hired him. | think if | got
a job in the White House, | would re-
member who hired me. But that is an-
other matter.

This person, with no experience
whatsoever, certainly not a profes-
sional in security matters, is put in
charge of what? He is put in charge of
the most sensitive material on any
American citizen—their FBI file. These
are the things which people have had
to tell the FBI in order to get clear-
ance. They are the most sensitive
things about their history that exist.
These FBI files, then, are routinely re-
viewed by the security office in order
to give these clearances. Craig Living-
stone is specifically given the job of
clearing people for the ability to be in
the White House and have access to the
White House.

Now, is it a coincidence that some-
body who is skilled primarily in oppo-
sition research in political campaigns
just happens to come across 300, 400,
600, maybe 900 FBI files—almost exclu-
sively of Republicans—and that he
then has a friend of his, who also has
been involved in this kind of political
activity, review those files? Is it just
coincidence that a person with that
kind of background then begins to con-
duct this kind of activity? Maybe so.
That is one possibility. The other pos-
sibility is that he was told to do it and
he was following orders. Those are the
two possibilities, Mr. President.

There was no bureaucratic snafu be-
cause there was no bureaucrat in-
volved. There was a paid political oper-
ative involved. One of the things that |
think we need to find out is exactly
what did Craig Livingstone and An-
thony Marceca do when they worked in
the various Presidential campaigns
that they worked in? Were they in-
volved, as has been reported, in doing
opposition research? Why were they
hired? Who made the decision to hire
them? Why were they hired? People
with no security background skills, but
very skilled in opposition research—ap-
parently—according to Craig Living-
stone’s own comments in his hometown
newspaper. Why were they hired? Who
hired them? What instructions were
they given? Were they simply operat-
ing on their own? Based upon the infor-
mation that has come out in the hear-
ings, it is very unclear whether or not
anybody gave them instructions. It is
not resolved yet. That is an open ques-
tion. It may be that if you hire a
plumber, you will assume he will do
plumbing. And if you hire an opposi-
tion researcher, the assumption is that
he will do some opposition research for
you. Maybe there does not have to be
an explicit instruction. As a matter of
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fact, maybe under the doctrine of plau-
sible deniability here, the instructions
were given in a wink and a nod so that
anybody higher up in the White House
could say, ‘““Gee, | never told him to dig
up dirt on Republicans. | guess he just
did that on his own. We certainly did
not ask him to do it.”

So it seems to me that one of two
things is true. When you hire a politi-
cal operative, a person who is skilled in
opposition research, by his own ac-
count, and he happens to gather up the
files of the opposition on, in effect, 800
or 900 Republicans, it could be coinci-
dence. That could be true. It could also
be that it was intentional. If it was in-
tentional, it was for the purpose of
learning information about these peo-
ple which could later be used for politi-
cal purposes. There has been a lot of
speculation about possible motives.
There is no question that Billy Dale,
the head of the travel office, was great-
ly mistreated by this administration.
The FBI was brought in to investigate.
He was eventually prosecuted and, of
course, he was found innocent. But his
file was among those requested, and
the files were from A to G, and that
certainly falls within that area. So it
could have been to get information on
him, and the rest of the files were used
for cover.

It could have been that this adminis-
tration, intent on learning everything
it could about 900 Republicans—there
were something like a thousand people
who needed access to the White House,
who needed clearance, and they had
not even complied with the FBI yet so
they could be cleared. It was a year or
two before many people who needed se-
curity clearances in this administra-
tion were cleared. It finally became a
scandal about this same time. Dee Dee
Myers, the press secretary, did not
even have clearance. Time after time,
people who needed clearance put off
interviews with the FBI, refused to
give them information. It was not until
after this that the GAO did an audit
and the White House had to clean up
its act and at least get the information
together to provide the security clear-
ances for people who required access to
the White House.

There is speculation that in order to,
in effect, cover for that deficiency and
inadequacy, the thought was that if we
dig up some dirt on Republicans, that
will even it out and there will not be so
much heat put on us. Maybe it was
simply for future use, or for present
and future use. We do not know. We
have not gotten answers to some ques-
tions yet. Either it was an enormous
coincidence, or there was something
more sinister behind it.

In either event, it was wrong, and no
one has denied that access to these FBI
files by people who should not have had
access for these reasons was wrong,
was unethical and, perhaps, depending
upon if IRS material was in the files,
for example, was illegal as well.

So let us just conclude with some
questions here that | think we are
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going to need to get the answers to be-
fore we make any accusations. | do not
think we know enough yet to make ac-
cusations. Here are some of the ques-
tions | would like to have answered.
Let us tie down exactly who hired Liv-
ingstone and why. It was, as George
Stephanopolous points out, an incred-
ibly loose, informal, and | would say
negligent approach to hiring one of the
most important people in the White
House. He happened to be on board
when Kennedy got there and, therefore,
they just assumed he should be the guy
in charge. So his employment was then
ratified. Well, who decided all of that,
and on what basis was Livingstone
hired as opposed to some professional?

As a matter of fact, the White House
had a recommendation before it by the
then chairman of the Senate Intel-
ligence Committee, my predecessor,
Senator DeConcini from Arizona—a
Democrat, by the way. After reviewing
the White House security office situa-
tion, that committee made rec-
ommendations, conveyed by Senator
DeConcini, that the White House had
to get its act together and appoint a
professional, nonpartisan person to
head this office. That was not done. As
a matter of fact, | have read that letter
of transmittal. There was a very nice
response back by the then White House
counsel, Lloyd Cutler, who thanked
Senator DeConcini for the information
and said they would get back to the
committee after deciding what to do.
As far as | know, there was never any
further response. It was known that
there was a problem here. So, in a bi-
partisan way, recommendations were
made to the White House to clean it
up. But it apparently was not cleaned

up.
Who discussed this within the White
House? Why were the political

operatives put in charge of reviewing
these files? What activities did Living-
stone and Marceca actually perform in
the Democratic campaigns of George
McGovern, Ed Muskie, Geraldine Fer-
raro, AL GORE, Bill Clinton, and oth-
ers? Are these men the political opposi-
tion researchers, dirt diggers, spoofs,
or whatever you want to call it? Did
Livingstone infiltrate the Dan Quayle
campaign? Who gave them their in-
structions and what were they?

Did anyone in the White House ever
become aware of any of the informa-
tion from those files? This information
only came to light, as | said, because
the House oversight committee was
going to subpoena it from the White
House. But there are still 2,000 docu-
ments that have not been reviewed.
There is now an arrangement under
which the House committee can look
at those 2,000 documents. But they can-
not be taken out of the White House
possession. What is in those 2,000 docu-
ments?

Finally, when the problem was dis-
covered, why did the White House not
come forward? Why was Craig Living-
stone hired? If it was merely a mis-
take, as the White House indicated, one
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would have thought, if this is the most
ethical White House in the history of
the Republic, that the White House
would have come forward and would
have said, ““We want to find out some-
thing here; we want to make everybody
aware of it; here is a big mistake; here
is what it is.”” You would have assumed
they would have come forward.

One of the suggestions of wrongdoing
is there is an attempt to cover up. Cer-
tainly in this case there has been an
attempt to cover up.

So | realize these are more questions
than answers but | think these are the
things that we need to get out, and we
need to find the answers to. And in this
case, unlike the assertion with regard
to certain other situations, there is al-
ready an acknowledgment by everyone
that there was something wrong done.
It was a question about whether it was
intentional, or just accidental. But
clearly it was wrong.

So | do not think we can have the ex-
cuse that we should not be spending
money to look into this, that there
should not be hearings to get to the
bottom of it, and so on. Remember that
when there is any illegality, or impro-
priety, or something that is wrong and
gives people less confidence in their
Government, we need to get to the bot-
tom of it because the essence of a
democratic republic, such as ours, is
that the people run their government,
they have confidence in it, they have
trust in it, and when that lags, when
that fails, when it frays, then the very
fabric of our Government begins to
come apart.

So, Mr. President, I commend the
Senator from Georgia for having this
discussion to bring some of these ques-
tions to the floor; to raise some of the
questions that we still need to get an-
swers to. And | think it is appropriate,
both for this body and for the House of
Representatives, to continue the inves-
tigation to get to the bottom of the
matter so that at a very minimum
nothing like this can ever happen
again. It is people’s lives that have
been intruded into here; innocent peo-
ple. And the power of the Federal Gov-
ernment and of the White House should
never be used for political retribution,
or to disclose the deepest secrets of any
individual for improper purposes.

Therefore, we have every reason, |
think, to ask these questions and to
try to get to the bottom of this FBI file
matter.

Again, | thank the Senator from
Georgia for bringing this matter to the

light of day.
Mr. COVERDELL addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. Mr. President, |
want to pay particular compliment to
the Senator from Arizona. | believe he
has framed the substance of this issue
very succinctly, in a way that is most
understanding in the phrasing of the
questions for which we must resolve. It
was exceedingly well done. I want to
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compliment the Senator from Arizona
for his usual form as he deals with this
very, very sensitive subject.

Mr. President, | want to go back to
the Washington Post editorial that ap-
peared on July 3. They point out that
we now have three separate inquiries,
or investigations into what went wrong
between the White House and the FBI.
There is the House inquiry, a Senate
inquiry, and, of course, the Justice De-
partment has now turned this matter
over to Independent Counsel, Kenneth
Starr.

They say:

The three probes need to find out if the
country has an abuse of Presidential power
on its hands or whether it is witnessing yet
one more White House staff-administered
blow to this President’s prestige.

Then they go on again to say that we
need to separate these probes from the
books that are appearing on a regular
basis, and | concur with that entirely.

It goes on to say:

Four days of congressional hearings, how-
ever, have yet to adequately explain why
hundreds of FBI reports on employees of
former Republican administrations ended up
in the office of former party operative and
now resigned White House personnel security
director Craig Livingstone. For nearly two
years, sensitive FBlI documents were main-
tained in an office and vault where political
advance types, interns and volunteers—with-
out security clearances—could have had easy
access to them. What happened to security
standards?

This is a question that every Amer-
ican citizen will now want answered,
and answered quickly.

Mr. President, we have been joined
by the Senator from Montana, and |
yield up to 10 minutes to the Senator
from Montana.

Mr. BURNS. Mr. President, | thank
my friend from Georgia.

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized.

Mr. BURNS. Thank you, Mr. Presi-
dent.

Mr. President, we have all come off of
a week of vacation with a lot of travel.
You get to visit with a lot of people.
We think that the whole world is fo-
cused in on what happens here in Wash-
ington, DC. To our surprise it is not.
Maybe that is something to be thank-
ful about.

Mr. President, | am baffled after
coming off this vacation that | can be
sitting in a committee hearing with
CEO’s and president’s of companies
like Netscape, like Microsoft; like all
of the companies that have come to be,
within the last 10 or 15 years, powerful;
and companies in the new technologies
that we are using today, listening to
these president’s and CEO’s argue for
strong encryption technology that is
vital to the future of businesses while
at the same moment this administra-
tion is apologizing to the American
people for the exposure of confidential
FBI files—I just find absolutely unbe-
lievable that this kind of snafu could
be permitted by and enacted by several
of the employees at the White House
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that have unlimited access to ex-
tremely—I say ‘“‘extremely’’—confiden-
tial information on hundreds of promi-
nent Americans.

After this incident, it gives me pause.
And it might be clear that not only
does this President believe in big Gov-
ernment, but, | add, does he also be-
lieve in Big Brother? Contrary to popu-
lar opinion, Big Brother is probably
watching and listening to all of us.

A startling fact revealed this week is
that over the last 4 years electronic
eavesdropping has increased by 100 per-
cent; from 340 in 1993 to an estimated
700 in 1996. Does that mean that we
have more criminal activity? | do not
think so. | think in fact that most of
the crime figures are going the other
way. The 1994 Communications Assist-
ance for Law Enforcement Act man-
dates that all of the Nation’s telephone
carriers build special access for Gov-
ernment wiretappers as these new tele-
phone companies develop new digital
telephone systems, and that access
makes it easier for the Government to
listen to just about anybody or any-
thing that they want to.

Right now in this country among the
business community—and after the
passage of the 1996 Telecommuni-
cations Act that allowed this new
superinformation highway to be built
and to be advanced—we are seeing that
information highway used for many
purposes: Business creation, national
security, communications, and ex-
changing information. Most of the in-
tegrity of that information highway
will depend on the kind of encryption
or the codes that we can put so that
whoever we mail to we make sure that
it is for their eyes only and that it has
not been monkeyed with or tampered
with.

Any of the three is crucial in doing
business on today’s information high-
way. It is just like you drive a truck. If
you want to ship some goods to Penn-
sylvania, you use a public highway.
That could be called the Internet. What
do you do? You lock the truck. The
truck gets on the highway, gets off the
highway. You want to make sure that
your property is protected. That is
very essential in this business, this
business of high tech and using the in-
formation highway.

So basically, we need security
through encryption technology to pro-
tect our bank transactions, our health
transactions—telemedicine is a reality
nowadays. We will deliver our medical
services via the information highway.
Your medical records should be kept
secure—Internet commerce; in other
words, if you are doing business on the
Internet, you have communiques for
your people, their eyes only—and, of
course, software security.

There is intense international com-
petition in the technology of
encryption. So, Mr. President, we do
not live in a vacuum. Other countries
are developing encryption technology.
But American software companies are
hurt by the old World War Il-type men-
tality to encryption technology.
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Ironically, the only obstacle to creat-
ing the safe environment in cyberspace
is none other than the White House.
The President actually argues it is im-
perative for Government to keep a de-
coder key, a decoder key—they call it
key escrow—of each company’s
encryption codes for public safety. | am
wondering whose safety they are really
looking out for.

This graph sums it up for us. Con-
fidential FBI files and back door gate-
ways to our computers are off limits. It
is off limits. People can understand a
snafu, but they do not understand when
their privacy has been invaded without
their knowledge and without them giv-
ing authority to look at that informa-
tion.

If you are having security troubles
with confidential paper files, how can
the Government be trusted with highly
sensitive proprietary encryption codes
for multibillion-dollar high-tech com-
panies? | just happen to believe that
the American people have real con-
cerns about Big Brother. It is called
trust. They just do not trust the Fed-
eral Government to have any kind of
control over their privacy anymore.
And using the FBI to investigate any-
body is only the tip of the iceberg when
it comes to the potential for corruption
in the computer industry.

I have America on my mind today,
and | am really concerned about the
stand that the administration has
taken on encryption. | was in Palo Alto
on Monday, a week ago, talking about
this very thing and, yes, it is some-
thing that we are not allowed to ex-
port, an encryption that goes beyond
the 40-bit-link standard. We can buy it
in this country. We can use it in this
country. It is about a $15 billion a year
export business that was locking our
software production. You can talk
about strictly a business deal, but basi-
cally we must have encryption if we
are to move more things electroni-
cally, even for national security.

I urge the President to rethink his
position on encryption technology and
just support the efforts to protect the
privacy of U.S. citizens. | take that
very seriously. | think this Govern-
ment should take it very seriously.
And | think the people of this country
should have very, very serious concerns
with even a little snafu. And it is not a
little snafu, folks. It is not little. It is
big. And it is just the basis of a free so-

ciety.

Mr. President, | yield the floor.

Mr. COVERDELL addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. Mr. President, I
thank the Senator from Montana. He
brings to the Senate floor a unique ex-
pertise on privacy in the new tech-
nology and | appreciate very much his
sharing that with us here this after-
noon.

In just one moment | am going to
yield to the Senator from lIdaho, but
returning to this editorial as a post-
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script of what we heard from the Sen-
ator from Montana and a prelude to
what we will hear from the Senator
from Idaho, it goes on to say, and |
quote:

A deeply disturbing picture already has
emerged based on sworn depositions the
House Committee on Reform and Oversight
obtained from Mr. Livingstone and his hand-
picked detailee, Army civilian investigator
and political operative, Anthony Marceca.
The deposition of former White House coun-
sel William Kennedy 111 adds to the concern.

Adds to the concern.

If the new administration attached much
importance to security requirements for
White House employment, it is not evident.

| repeat: “‘It is not evident.”

With that, Mr. President, | yield up
to 15 minutes to the Senator from
Idaho.

The PRESIDING OFFICER. The sen-
ior Senator from ldaho is recognized
for up to 15 minutes.

Mr. CRAIG. Mr. President, | thank
my colleague, the Senator from Geor-
gia, and also the Senator from Mon-
tana, for their comments on this very
critical issue.

I see two lines of thought when it
comes to the White House and the re-
sponsibility as it relates to the FBI
files and controversy. The first line is
that the White House masterminded
the request for the FBI files in order to
compile a political enemies list and
make trouble for their political oppo-
nents. That is the first line | think any
reasonable person listening might
gather.

The second line is that Craig Living-
stone operated independently, and if
the White House is guilty of anything
then it is guilty only of incompetence
or sheer ignorance. Somehow one of
those lines in the hearings that are un-
derway must prevail.

Now, if none of those are true, then |
would offer a third option, what | call
the agricultural approach. Maybe it is
from my background, but it goes some-
thing like this. In farming country,
you should not be too surprised if you
are growing wheat and you plant wheat
that wheat is what you get.

What am | saying here? | am saying
that if you plant a political operative
as a director of the Office of Personnel
Security, and a political operative who
boasts about helping in the dirty tricks
of the last Clinton campaign, you
should not be too surprised if you har-
vest a crop of dirty tricks and FBI
files. In other words, you reap what
you sow, and it appears that the White
House has sown some pretty bad seed
in the Office of Personnel Security.

The point is that even if the White
House did not plan this operation, it
has established the kind of culture that
allows and even encourages abuse of
power to occur.

What do | mean by that? | mean an
approach to Government that is fun-
damentally at odds with the concept of
the limited central authority. I mean
an elitist view that casually accepts
the misuse of power as long as the indi-
viduals involved are members of the
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politically correct circle driven by po-
litically correct goals. | mean an envi-
ronment where honor and character
get lost somewhere in the political spin
of the week.

It is not just Craig Livingstone or
Anthony Marceca. In a previous White
House, Republican or Democrat, those
two would have been stopped well be-
fore any confidential files were ever re-
quested. In fact, someone like Mr. Liv-
ingstone, with his background and lack
of professional credentials, simply
would not have made it to any post in
any other White House except this one.

Even the President’s own party rec-
ognized the potential problems that
they are now having to live with.
Former Senator Dennis DeConcini re-
viewed White House security oper-
ations 2 years previously and rec-
ommended a number of changes, in-
cluding getting a new chief of security
who was nonpartisan and profes-
sionally qualified.

That is a Democrat Senator saying
to a Democrat White House: You have
a problem down there, and you ought
to fix it so you do not have a problem.
Of course, he was ignored. But in a cul-
ture that rewards political gamesman-
ship, the most qualified individuals are
those with the greatest skills on out-
witting the opposition. And in that cul-
ture, Craig Livingstone was not just
adequate, he was an outstanding can-
didate for the job. His fellow political
operative, Anthony Marceca, was an
outstanding candidate for his assist-
ant.

In that culture, it was no big deal to
abuse the FBI and violate the privacy
rights of innocent citizens; just make
sure you do it for the right reasons,
make sure nobody can prove anything
bad came of it. That is the name of the
game in this White House, and | think
all of this is going to show that is the
kind of game Mr. Livingstone and Mr.
Marceca were part of.

You would think an administration
that prides itself on dedication to civil
liberties would have shown a lot more
concern about the so-called snafu, if it
really was any surprise at all. After all,
we are not talking about dropping by
the local library and looking up some
public official in ““Who’s Who,”’ or ask-
ing for an official biography on some-
one. These are highly confidential FBI
files that can contain very embarrass-
ing and even false information.

Senators cannot get these files. You
and | would need a good, official rea-
son, an authorization, and even then
we would have to review the files in a
strictly controlled setting in the pres-
ence—let me repeat—in the presence of
an FBI agent. You and | could not pick
up the phone and demand these files
but for only official reasons, and then
if they were brought to us under those
official reasons, that FBI person would
remain present so we would never be
allowed to copy or take notes from
these files. Yet here these files were
just dumped at the White House, by all
reports, and we have discovered that
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they were accessible to interns and
others without security clearances.

Where are the White House civil lib-
ertarians, who should be raising the
roof about this breach of trust and this
abuse of power? The Constitution is
not self-enforcing. Our liberties require
actual defenders and actual champions.
Yet, in the culture of the present ad-
ministration, this misconduct gets
nothing more than labeled as a bureau-
cratic snafu?

How did Mr. Marceca’s lawyer put it?
He said his client’s files ‘“‘show a bu-
reaucratic process being carried out by
a bureaucrat * * *” | guess we are sup-
posed to assume that anything a bu-
reaucrat does will be OK because, after
all, the Clinton administration’s mo-
tives, of course, were beyond question,
and whatever is done in advance of its
goals is, therefore, justifiable. Is that
what the American people are being
served up at this moment, and is that
what they are expected to accept?

I do not buy that explanation. | hope
no one listening will. Neither does a
majority of the American people, |
think. If you look at the polls, they are
not buying it, thank goodness.

Let me repeat that. A majority of the
American people do not believe the of-
ficial White House explanation, and
that is despite the fact that the media
is doing its best to downplay the entire
fiasco. Maybe the American people re-
alize that the bureaucracy is not a
thing, it is people, presumably offi-
cials, who are accountable to the pub-
lic for their actions. Maybe they do not
agree that supposedly noble motives of
the Clinton bureaucracy justify every
action. No, | do not think they believe
that either. Or maybe this is just an
implausible story, and maybe it is just
one too many, story after story, spin
after spin, that has come out of this
White House. Thank goodness the
American people are starting to dis-
believe.

Let us not forget how we learned
about these files, though, in the first
place. While we are trying to under-
stand the spin of false information, the
House committee investigating the im-
proper firing of Billy Dale and other
White House travel officials or employ-
ees had to threaten jail to the White
House counsel in order to shake rel-
evant documents loose. It had already
been determined that these people had
been fired in a false way. It was in
those documents, which they had to
threaten the highest level of effort on
the part of this Congress to get, that
we discovered that Billy Dale’s files
were requested, and that was only the
beginning of an effort that uncovered
all of this much larger request.

Originally, if you remember, Mr.
President, we were told it was only 300
files. Then, lo and behold, 400 files.
And, my goodness, now it is 700 files.
Originally, we were told an outdated
list was at the bottom of the bureau-
cratic snafu. Then we learned no such
list could possibly have been generated
at the time through the normal re-
sources.
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We cannot find out for sure who hired
Mr. Livingstone, and no one has yet to
explain why this work on confidential
files of Republican appointees and
former National Security Council staff
was given priority well beyond the pub-
licized backlog of an unfinished check
on security clearances of hundreds of
Clinton appointees. | must tell you,
none of it makes sense. None of their
stories seem to fit. All of their stories
are a bit different.

How, then, can Mr. Marceca take the
fifth? Why would he take the fifth? Is
it his own files he is concerned about?
Something is wrong, dramatically
wrong.

Mr. President, to their credit, mem-
bers of the President’s party have de-
nounced this as a clear abuse of power.
““Whose power, the President’s?”’

“Well, of course not. Bill didn’t know
about it”’—excuse me—‘‘the President
didn’t know anything about this. It
was somebody down the line.”’

Let me suggest a culture, a style, a
way of doing business in this White
House that starts at the top. It starts
with the President. He was the one who
said we will have the most ethical
White House and the most ethical ad-
ministration in the history of our
country.

Mr. President, you did not keep any
of your campaign promises. This is one
promise as a President that you have
not kept either. This is a White House
and an administration that is now
ripped and torn with controversy. Now
a hit list, a campaign list, to go after
Republicans or anyone else who might
get in their way. | am sorry, this one
does not wash. | think the American
people recognize it does not wash, ei-
ther.

I think it is time the White House
comes clean. Obviously, | think it is
time this administration, and maybe
this President, tell us the truth.

| yield the remainder of my time.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. Mr. President, |
appreciate the comments made by the
senior Senator from ldaho. | think he
has raised questions that clearly are on
the mind of every American.

In one moment, I am going to yield
up to 7 minutes to the senior Senator
from South Carolina, but I am first
going back to this very telling edi-
torial. | have been quoting it all after-
noon. This is from the Washington
Post of July 3:

Not only was Mr. Livingstone profes-
sionally unqualified for his job, but also his
own background investigation raised ques-
tions regarding his suitability to fill such a
sensitive position. Yet, when FBI back-
ground investigations on White House em-
ployees arrived at the White House, they
were adjudicated by Mr. Livingstone, of all
people, according to his superior, Mr. Ken-
nedy.

As has been raised by every speaker
here this afternoon, the incongruities
of a person with no security back-
ground holding this responsibility and
arbitrarily skimming through hun-
dreds of personal records that he was
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able to obtain from the FBI produces a
series of formidable questions about
the integrity of our Government and
our system and the rights of our indi-
vidual citizens.

Mr. President, | yield up to 7 minutes
at this time to the Senator from South
Carolina.

The PRESIDING OFFICER (Mr.
THOMPSON). The senior Senator from
South Carolina is recognized.

Mr. THURMOND. Mr. President, it is
appropriate that the Senate and the
House of Representatives continue to
examine the troubling developments
recently uncovered at the White House.
The American people have a right to
know the details and intentions of re-
quests from the Clinton administration
to the FBI for hundreds and hundreds
of sensitive background files on private
citizens.

FBI Director Freeh has ordered new
procedures to protect sensitive back-
ground material following unjustified
and improper requests by the Clinton
White House for over 700 FBI back-
ground files. Director Freeh has said
that the White House had no justifica-
tion for gathering these files and that
the situation was an egregious viola-
tion of privacy. Director Freeh said
that the requests from President Clin-
ton’s operatives in many instances
served no official purpose and at one
point he stated that the FBI had been
victimized.

The White House has said that its
collection of FBI files of private citi-
zens was an innocent mistake. That is
their response before the facts are ex-
amined and seems to reflect an instinc-
tual reaction by the White House any-
time questions arise concerning their
operations. The facts have yet to be
fully examined and it strikes me as
premature and politically convenient
to describe this situation as a ‘“‘bureau-
cratic snafu.”

Initially, the White House would
have us believe that Mr. Marceca was a
random detailee from the Army who
had been arbitrarily selected to work
temporarily at the White House. We
have since learned that Mr. Marceca—
who along with Mr. Livingstone han-
dled the sensitive files—is actually a
seasoned Democrat political operative.
They both have extensive political
campaign experience. Mr. Marceca
sought the post at the White House to
work with his friend, Mr. Livingstone,
and officials in the White House coun-
sel’s office wrote to the Secretary of
Defense requesting his assignment.

Recently, we learned that Craig Liv-
ingstone—who was the White House
personnel security director—boasted on
his resume that he staged counter-
events for President Clinton during the
1992 Presidential campaign. Earlier, we
learned that his experience in person-
nel security was limited to his work
with President and Mrs. Clinton’s Hol-
lywood producer friends during the In-
augural activities. Clearly, Craig Liv-
ingstone was not qualified to serve as
the head of the White House personnel
security office.
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The one thing we have yet to learn is
who hired Craig Livingstone. No one
takes credit for his employment. Al-
though a retired FBI agent says that
he was told by White House counsel
that Mrs. Clinton wanted him in that
position. Mrs. Clinton has denied being
responsible.

At one point senior Presidential ad-
viser, George Stephanopoulos, praised
Craig Livingstone saying he was the
man to see whenever you wanted any-
thing done. Lately, Mr.
Stephanopolous has said he does not
know Livingstone that well, has only
seen him around. The Washington Post
has referred to Craig Livingstone as a
phantom appointment. In a June 28
editorial, the Washington Post went on
to say,

At this stage, nobody at the White House
will claim credit for Craig Livingstone. It
gets you wondering whether there are other
people working in sensitive spots in the
White House who are, well, just there, and
whose hiring cannot be accounted for . . . So
people just walk in off the street, sit down at
a desk and send for files—or what?

Mr. President, as you know, we are at
this point because the White House
only recently turned over documents
pursuant to a long-ago subpoena from
the House Oversight Committee. With-
in the documents submitted, the House
Oversight Committee found a White
House request to the FBI for sensitive
background files on Billy Ray Dale.
The request for FBI background on Mr.
Dale was dated 7 months after he had
been wrongly fired as head of the White
House Travel Office. It was only after
this was discovered by the House Over-
sight Committee did the White House
admit it had collected FBI reports on
hundreds of private citizens.

Mr. President, it is important that
hearings continue because right now
we have more questions than answers.
The American people demand account-
ability. The American people want to
know what right Clinton administra-
tion officials have to request hundreds
upon hundreds of sensitive FBI files on
private citizens. What were they doing
with this information? This Ilatest
troubling development within the Clin-
ton administration represents a dan-
gerous practice and one that deserves
careful scrutiny. It is my hope that we
will continue to examine this matter
and uncover all of the facts for the
American people.

I yield the floor.

Mr. COVERDELL
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. Mr. President, |
yield up to 15 minutes to the distin-
guished assistant majority leader, the
Senator from Oklahoma.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. Mr. President, | wish
to thank my colleague from Georgia
for his leadership today and many
times on the floor.

The issue | am going to address today
is not one that | enjoy, but it is one
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about which, | think, the American
people are entitled to the facts. | want
to read a quote that was made in Janu-
ary 1993 by President Clinton:

I promise the most ethical administration
in the history of the Republic.

January 24, 1993, quoted in the Wash-
ington Post.

This administration has been any-
thing but ethical. As a matter of fact,
there has been a litany, a continuation
of scandals that have been plaguing
this administration. Some people say
they are much to do about nothing. |
disagree. I am afraid some of these
scandals are quite serious. A lot are se-
rious violations of the law, if they turn
out to be proven true. Let me touch on
a couple of them.

Probably the most famous one is
Whitewater. | heard a reporter saying,
“Well, there is not a whole lot of sub-
stance to that.” Yet, the Governor of
Arkansas lost his job over Whitewater.
There must have been some substance
to the allegations.

Obstruction of justice is against the
law, and there were reports that were
subpoenaed that took over 2 years to
surface, and they surfaced adjacent to
Mrs. Clinton’s quarters, or in her li-
brary, which had very limited access.
Obstruction of justice is against the
law, and those files just recently some-
how appeared.

There is information in Vincent Fos-
ter’s office that dealt with tax returns
and dealt with Whitewater and dealt
with a lot of different things that,
again, mysteriously disappeared for
months. Reports are that they were ac-
tually in the personal quarters of
President and Mrs. Clinton. Those are
serious violations of the law if they are
obstructing justice, obstruction of the
investigation of Mr. Foster’s death.

A lot of other things have come to
light. I will just run through a litany
of them very quickly. In the book
“Blood Sport,”” Mr. Stewart talked
about the Clinton’s deducting $20,000 in
a principal payment. | think everyone
knows that you deduct interest; you
cannot deduct principal. My son is 26
years old. He recently purchased a
townhouse. He knows you deduct inter-
est; you cannot deduct principal. Yet
you had a Rhodes scholar and an attor-
ney, the President and Mrs. Clinton,
and they deducted $20,000 or more in
principal. That is a violation of law.
That is tax evasion, and that is wrong.

Consider Mrs. Clinton’s profits that
were made from a $1,000 investment in
cattle futures or commodity trading
that grew to $100,000 in 10 months, that
defies probability. | heard some people
say that the chances of that happening
are one out of a billion. It is not pos-
sible. Certainly it looks corrupt. Again,
I remember President Clinton’s speech
in 1992. He said, ‘“The decade of greed is
over.” But yet you see this type of
thing going on.

There is a trial in Arkansas right
now where two bankers are accused of
illegally getting $53,500 in cash for the
Clinton campaign. | heard President
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Clinton is not on trial. | have not heard
anybody say, ‘“Well, what were they
doing with $53,000 in cash?’’ Every per-
son in this room that has run a cam-
paign—we all have campaigns, and
maybe you need a couple hundred dol-
lars in cash every once in awhile,
maybe. But you do not need $53,000 in
cash for anything that is legal. | have
not heard that question being asked.
Maybe it was legal. Maybe it is legal to
take $10,000 in cash and distribute it
around the State, or $50,000. But | can-
not imagine it.

To me it sounds very unethical. Yet
that trial is going on today on whether
or not the funds were laundered, and
what his involvement was, and whether
jobs were involved quid pro quo for ex-
change of those kinds of contributions.
But why in the world would somebody
have $53,000 in cash? | have run three
statewide campaigns. | do not know
that we ever had $1,000 in cash. | can-
not imagine $53,000.

They knew they were breaking the
law, a community of individuals did,
when they were withdrawing the
money from the bank because they
tried to hide it. So they knew there
was some risk. But somebody in the
campaign wanted a lot of cash. That is
directly related to, at that time, Gov-
ernor Clinton.

Now, Mr. President, we get into this
scandal, this latest one, Filegate. What
brought some of that about?
Travelgate and the fact that seven
members of the travel office of the
White House were fired. | have always
said they had a right to put in their
own people, but they did not have a
right to call in the FBI to try to justify
an abuse of power by firing them and
then prosecuting Billy Dale. Billy
Dale’s FBI file was requested 7 months
after he was fired. That is a real abuse
of power.

They did not need the FBI file then,
yet they requested the file on him and
hundreds of others, maybe several hun-
dred. And 408 was the number that peo-
ple are using now. Originally, it was a
couple hundred, then 400. Now we find
maybe another 300, maybe Mr. Marceca
had several hundred others. Maybe well
over 1,000 files the White House had on
individuals. But the FBI files were cer-
tainly an abuse of power. The 408 were
almost all on Republicans. So if it was
not political, why were they only in-
vestigating Republicans? Why were
they investigating individuals who had
not had access to the White House in
over a year or longer?

These files were requested in Decem-
ber 1993 and early 1994, all upon Repub-
licans who left the White House at
least a year earlier. These were for per-
manent access to the White House so
they would have open access to come
and go as you please. The individuals
whose FBI files were collected did not
need permanent access to the White
House. They could get a visitor’s pass
like anybody here can. If you go visit
the White House or if you have a spe-
cial guest, you get a pass for a day.
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You do not need an FBI background
check for a visitor’s pass. But a back-
ground check was requested by the
White House for these at least 408 indi-
viduals.

This is a real abuse of power. A real
abuse of power. Maybe an egregious
abuse of power. It is particularly egre-
gious that the White House requested
the FBI file on Billy Dale whom they
previously fired. Yet, not only did they
fire him, but they prosecuted him and
persecuted him and wanted to try to
justify their firing of him. They did not
have a good reason to fire him except
maybe to replace him with some cro-
nies. So they tried to justify their fir-
ing of him by pulling in the FBI. That
is an abuse of power, and certainly
should be reviewed.

But when we find out now that they
requested the files of 408 others, and
they were in the hands of not national
security people, they were in the hands
of Mr. Livingstone and Mr. Marceca,
two people who would be charitably de-
fined as political hacks, hatchet men,
people who wanted to dig up dirt on op-
ponents, and did that in past cam-
paigns, and had access to private files
which could destroy the lives and ca-
reers of individuals, that is unbeliev-
able. And it happened, happened in this
administration. For President Clinton
to say it was a bureaucratic snafu |
think belittles the intelligence of the
American people.

Mr. President, when Senators receive
an FBI file—it is done very seldom. I
have only done it a couple times, a few
times. Any time | have had an FBI file
in my office, that FBI file has also been
accompanied by an FBI agent or a staff
member with particular security clear-
ance. That file does not leave the pres-
ence of the FBI agent or that staff
member with special clearance. | can-
not Xerox it. | cannot photocopy it. |
cannot take notes from it. | cannot do
anything with it. 1 cannot pick some-
body and say, here is what it says. |
can read it and hand it back. That file
does not leave the presence of an FBI
agent or that special staff member.

That file, when it leaves my office, is
returned to a locked vault. It is not ob-
tainable or accessible by anyone. To
think that the White House obtained
hundreds and evidently were trying to
get hundreds more, had those in not a
secure area, not in an area that was
protected, under the control of a couple
of political hacks, for whatever reason,
is really not acceptable. We would not
have found out this information if it
had not been for the House of Rep-
resentatives and their threatening con-
tempt-of-Congress action against this
administration.

So, Mr. President, it is with real re-
gret, but when | read the President’s
quote of January 4, 1993, which says, “‘I
promise the most ethical administra-
tion in the history of the Republic,” |
just laugh. This may be the most un-
ethical administration. It certainly
brings back comparisons to Watergate
and the Nixon administration. But this
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administration may even exceed some
of the abuses of power that transpired
at that time. | do not say that lightly.
It is with real regret.

Mr. President, | just urge the White
House to begin cooperating, as the
President said that he would. They
have yet to date to release all informa-
tion that the House committee has re-
quested. We still do not know who
hired Mr. Livingstone. We do not know
what are in the files Mr. Marceca has.
Mr. Marceca has taken the fifth. He re-
fused to testify before a Senate com-
mittee. That is his right to do so.
Maybe the White House should encour-
age him, ““No, don’t take the fifth. Go
ahead and tell everything you know.
Release the information. Let's see
what was on your disc that has all this
information on Republicans, and so on.
Let the information come out. Let’s
find out the truth.”

Let us find out the truth on Mrs.
Clinton’s commodity trading. How did
she make a profit that goes from $1,000
to $100,000 in 10 months? We need to
find out answers to that. What did hap-
pen to the billing records or to the
Rose Law Firm Whitewater billing
records that were in the White House
for 2 years?

We need answers to these questions. |
heard Mr. Clinton say, ‘“‘I hope we find
out the answers.”” But the White House
really has not cooperated. Certainly,
they have not been the most ethical
administration in the history of the
Republic. Quite the contrary, they may
be the most unethical administration
in the history of the Republic. | yield
the floor.

Mr. COVERDELL
Chair.

The PRESIDING OFFICER. The Sen-
ator from Georgia.

Mr. COVERDELL. In just a moment |
am going to yield, but | first want to
thank the assistant majority leader for
the contributions he has made in the
grave questions that are hanging over
Washington here today. As usual he
has done it in an exemplary manner.

I am going to read one more quote,
and then I am going to yield to the
Senator from Idaho. This is in the
Washington Post, Wednesday, July 3. It
says:

It doesn’t get any better with Anthony
Marceca, the on-loan Army civilian who im-
properly requisitioned and reviewed more
than 700 FBI files. Mr. Marceca, it now turns
out, wasn’t retained at the White House fol-
lowing his 6-month stint. Again from Mr.
Kennedy’s deposition: “Tony’s background
had come in, and there were some problems
revealed with it that made me think it
might be better if he kind of went back to
where he was.” And Mr. Marceca did. But he
returned to Mr. Livingstone’s White House
office long enough, reportedly, to gain unau-
thorized access to his own FBI file, which en-
abled him to sue two sources he believed pro-
vided negative testimony against him. What
a pair.

So the Washington Post is saying.
What a pair Tony Marceca and Mr. Liv-
ingstone have turned out to be. It is be-
yond comprehension that these people

addressed the



July 8, 1996

would be at the center of security in
the White House of the United States
of America.

Mr. President, | yield up to 5 minutes
to the Senator from Idaho.

Mr. KEMPTHORNE. | thank the Sen-
ator from Georgia for his efforts today.
Mr. President, | will address this issue
from the aspect of the type of security
and sensitivity that surrounds an indi-
vidual FBI file, Federal Bureau of In-
vestigation. I come at it as a member
of the Senate Armed Services Commit-
tee.

From time to time, it was my respon-
sibility to review the FBI file of a
nominee who would be coming forward
for Senate confirmation. When | review
that file, it would be done in the pri-
vacy of my office. No staff members
were allowed to be present. Those are
the rules under which we must operate.
The individual bringing the sealed file
over—in this case, it would be from the
White House general counsel, or it
could be an FBI agent—remains in the
room with the individual Senator as we
review this extremely sensitive mate-
rial.

Now, what type of material is in
there? It can include the tax informa-
tion of the person that has been re-
viewed, the personal finances back just
as far as you want to go, the credit his-
tories of the individual. If you had
some problems in the past with your
credit, if you had some areas that have
been a problem, they are identified.
The international travel which you
have taken: Where have you been, why
were you there, who did you see? The
education, of course, including your
college and high school grades; your
work history; your health.

| spoke to a highly successful profes-
sional who has had to have an FBI file
constructed on his behalf only to have
him contacted and asked, ‘‘Well, have
you had a mental disorder in the past,
in fact, at the age of 18?”° This individ-
ual has to think and say, ‘“Well, at one
time | went in and because of stress
that we were going through, work re-
lated,” the individual is a workaholic,
the physician had put down mental ex-
haustion. Is that what is recorded,
then, as a mental disorder in this file?

How many Americans would like to
have interviews conducted among their
neighbors and among their coworkers
and friends, again, for as many years
back? Do you think perhaps somewhere
in that history there is somebody that
may have a beef, somebody that maybe
does not think you are just as good as
others may think you are? They can
share that, and none of these have to
be corroborated or substantiated, but
they go into those files. That is how
sensitive this material is.

Now, | have described for you the
process that an individual Member of
the Senate goes through when called
upon to review an FBI file, one file.
Now, how in the world do we make this
quantum jump that someone who was a
political operative, that nobody in the
White House can now determine who-
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ever hired this person, can call up the
Federal Bureau of Investigation, prob-
ably one of the most highly regarded
law enforcement agencies of the entire
world, to have some political operative
call the FBI and say, ‘I want these
files.”” Not just one file, two files, but
as has been substantiated, hundreds of
files, hundreds of files.

If I were a member of the Federal Bu-
reau of Investigation, | would feel that
my entire credibility was being ques-
tioned, that this sort of political oper-
ation has somehow clouded over that
law enforcement agency. | believe that
not only does it question the credibil-
ity of the Federal Bureau of Investiga-
tion, but I think it has created an enor-
mous cloud over the people’s house, the
White House of the United States of
America, where political operatives
have access to those files of the Fed-
eral Bureau of Investigation, and no-
body knows how it happened or how
that person was hired. Yet, that person
is the director of personnel security for
the White House. Something is wrong.
Something is very, very wrong.

I yield the floor.

Mr. COVERDELL. Mr. President, |
thank the Senator from ldaho. | think
he has added a very important ingredi-
ent. While many citizens, | think, un-
derstand how sensitive the FBI files
are by their nature, that it is a collec-
tion of truth and gospel, nevertheless,
recorded in the files, he has hit on a
very sensitive nerve, that by discussing
what is on the inside of those files he is
telling all American citizens how very,
very sensitive these files are and how
damaging they can be, and for those
reasons the FBI has traditionally
guarded these files jealously, which is
why | will refer to that in a minute,
why Director Freeh is so disturbed
about circumstances that have oc-
curred here. | thank the Senator from
Idaho.

Mr. President, | have been in the
mood to quote newspapers here this
afternoon. | have a copy of today’s
Washington Times. It has a photograph
of the Vice President announcing his
bid for President in 1988. The heading
is, “Oh, That Guy: The Controversy
Surrounding Filegate Will Undoubt-
edly Intensify This Week as Congress
Reconvenes After the Fourth of July
Recess.”” It goes on to say that the Vice
President doesn’t recall much about
his 1988 campaign as it relates to Mr.
Livingstone. He does offer that the ad-
vance man performed well in his du-
ties, but the picture is most interesting
because it is the Vice President and
Mrs. Gore, one other fellow, and Mr.
Livingstone, right, front and center.

Mr. President, in the testimony that
we have heard this morning or the
statements that have been made time
and time again, we refer to the number
of files, which, as | said, went from 300
to 400 to 600 to 700, and now | have seen
a figure of 900. | believe, as important
as the discussion is about what was
going on at the White House, is the
question, what was going on at the
Federal Bureau of Investigation?
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I cite in this June 14 for immediate
release from the Office of the Director
of the Federal Bureau of Investigation:
“The FBI inquiry has also discovered
Director Freeh said that the White
House has identified 408 files sought
and received by the White House with-
out jurisdiction. Freeh said those files
had been voluntarily surrendered by
the White House to the FBI,” and it
goes on with a series of numbers.

My question is, after intense ‘‘in-
quiry’”’ of the Federal Bureau of Inves-
tigation, how is it that the number of
files certified by the FBI that were
turned over to the White House is not
the right number? One would think
after ordering sweeping new measures
to protect sensitive background inves-
tigation files and an inquiry in the FBI
itself that by now there would be no
question as to the number of files that
had been obtained by the White House
from the FBI.

| hope that the appropriate commit-
tees of jurisdiction will pursue answers
from the FBI as to how in the world,
given the long history and the depth of
the sensitivity of these files, how in
the world a siren would not go off by
the time you had gotten to hundreds
and hundreds of these files leaving the
FBI.

I want to read another statement or
two from this report, and then I am
going to yield my time back. I know
the Senator from Virginia is anxious to
do a statement in morning business. |
will not be but a minute or two longer.

It is important to note, Director Freeh
said, that the FBI report contains this find-
ing on the files requested by and given to the
White House. Among the unquestionably un-
justified acquisitions were reports relating
to discharged travel office employees, Billy
Ray Dale and Barnaby Brasseux. Director
Freeh ordered the inquiry on learning a week
ago that the White House requested and re-
ceived a background file of Dale, a former
White House travel director, months after he
was fired. This does not sound like an arbi-
trary bureaucratic error, particularly in
light of the difficulties the White House has
had with Mr. Dale.

The FBI inquiry was expanded when it was
learned that the White House earlier—the
Clinton administration—also requested and
received a large number of files on officials
in the previous Bush administration and
other persons. In addition, the FBI learned
the White House requested and received the
FBI file on a second discharged travel em-
ployee, Brasseux.

I am reading directly from the mate-
rial given to the public by the Federal
Bureau of Investigation.

It says:

In the past, the FBI routinely filled White
House requests for copies of previous back-
ground files without checking to see if there
were pending criminal investigations of the
subject. Under new procedures, there will be
checks on all subjects to determine if there
are criminal investigations. Director Freeh
said it is now clear that the system was very
vulnerable to misuse and that government
officials, over several decades, including
himself, had not provided adequate oversight
of the system, resulting now in violations of
privacy.

In addition, Mr. President, we cur-
rently have letters from the House
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committee chairman on ways and
means to the Internal Revenue Depart-
ment, IRS, the Commissioner, to deter-
mine if any of the data with regard to
confidential tax matters is in this ma-
terial, because if it is, that is a felony.
Thorough clarification should be forth-
coming from the Internal Revenue
Service to comfort us that none of this
information that was so willy-nilly dis-
tributed throughout the White House
found its way into their hands, includ-
ing material from the Internal Revenue
Service.

So, as has been demonstrated here
this afternoon, there are a host of le-
gitimate questions that have deep
meaning with regard to the protection
of the rights of individual citizens in
these United States of America.

Mr. President, with that, | conclude
my remarks and yield back any time
remaining that was dedicated to my
control.

Mr. ROBB addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Virginia is recognized.

(The remarks of Mr. RoBB and Mr.
MOYNIHAN pertaining to the submission
of Senate Resolution 276 are located in
today’s RECORD under ‘‘Submissions of
concurrent and Senate resolutions.”)

FAREWELL TO PATTY DEUTSCHE

Mr. BURNS. Mr. President, | rise
today to say farewell to my legislative
assistant, Patty Deutsche. She has
been with me for over 7 years and | will
certainly miss her.

She arrived in my office with almost
no knowledge of Montana but quickly
became one of us. It did not take long
for her to figure out that 60 miles on a
map did not necessarily mean a car
ride of 60 minutes. And since she began
as my scheduler, that was important.
She ran my life for 2 years—both in the
office and on the road—and made my
new life in Washington, DC, that much
easier.

When she moved to the legislative
side, | knew she would attack the is-
sues with just as much energy and
competence. Though the issues she
handled fell under committees on
which | did not serve, they tended to be
the hot topics. From health care to
welfare, Medicare to Social Security,
small business to labor unions, veter-
ans and the aging to abortion, edu-
cation and family issues—she learned
the issues, knew them well, and was al-
ways my dependable source when |
needed an update. She had her finger
on the pulse here in the District of Co-
lumbia and her finger on the pulse in
Montana and | know my constituents
appreciated that and benefited from
that.

Being a Californian in Montana is
not easy, but she was quickly accepted
by even the most ardent Montana na-
tives. They never had an opportunity
to question her loyalties. She worked
for Montana and Montana’s residents
as if it were her own home State.

After 5 years handling these many
legislative issues, she has accomplished
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a lot. She has been instrumental in
promoting rural health care, from the
fight over health care reform in 1994 to
the promotion of telemedicine. She has
helped me fight for small businesses—
and that is crucial to my State. And
she has always been a voice of reason
when it comes to questions of morals,
ethics, family values, and what is
right. | have teased her about being to
the right of Attila, but | always knew
I could count on her opinion to be well
thought out, strong, and conservative.

But aside from her tremendous dedi-
cation to her work, her sense of humor
will be missed. She brought levity to
stressful times. Her counseling chair
was always available, not just to me
but to other staff as well. Whether pro-
viding an open ear, objective advice or
a funny story, Patty managed to find
time for others as well as get her work
done.

Mr. President, longevity is not the
norm on the Hill and keeping staff as
long as 7 years is rare. | have been
lucky to have Patty on my staff almost
since 1 first arrived in town. And
though 1| will miss her terribly, she
knows she will always have a home
here and in Montana. She is moving to
Louisville, KY, to be the manager of
government relations for Vencor, Inc.
And | hope they realize what a treasure
they are getting in Patty. | have no
doubt that she will embrace her new
job and that Louisville will embrace
her.

Patty Deutsche has served me well
and she has served Montana well. I
know the folks with whom she has
built relationships in the Big Sky
Country will feel her absence, but
Patty is the type that will continue to
nurture those relationships, whether
she represents Montana or not. That is
just the way she is.

Today is her last day working for me
and she will soon leave for Kentucky. |
wish her the best of luck and all the
happiness in the world. God bless you,
Patty.

THE VERY BAD DEBT BOXSCORE

Mr. HELMS. Mr. President, at the
close of business, Friday, July 5, 1996,
the Federal debt stood at
$5,153,659,808,407.00.

On a per capita basis, every man,
woman, and child in America owes
$19,429.74 as his or her share of that
debt.

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Morning
business is closed.

SMALL BUSINESS JOB
PROTECTION ACT OF 1996

The PRESIDING OFFICER. Under
the previous order, the Senate will now
proceed to the consideration of H.R.
3448, which the clerk will report.
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The assistant legislative clerk read
as follows:

A bill (H.R. 3448) to provide tax relief for
small businesses, to protect jobs, to create
opportunities, to increase the take home pay
of workers, to amend the Portal-to-Portal
Act of 1947 relating to the payment of wages
to employees who use employers owned vehi-
cles, and to amend the Fair Labor Standards
Act of 1938 to increase the minimum wage
rate and to prevent job loss by providing
flexibility to employers in complying with
minimum wage and overtime requirements
under that Act.

The Senate proceeded to consider the
bill which had been reported from the
Committee on Finance with an amend-
ment; as follows:

H.R. 3448
Be it enacted by the Senate and House of
Representatives of the United States of America
in Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(@) SHORT TITLE.—This Act may be cited
as the ‘““Small Business Job Protection Act
of 1996”".
(b) TABLE OF CONTENTS.—
TITLE I—SMALL BUSINESS AND OTHER
TAX PROVISIONS
Sec. 1101. Amendment of 1986 Code.
Sec. 1102. Underpayments of estimated tax.
Subtitle A—Expensing; Etc.

Sec. 1111. Increase in expense treatment for
small businesses.

Sec. 1112. Treatment of employee tips.

Sec. 1113. Treatment of dues paid to agricul-
tural or horticultural organiza-
tions.

Sec. 1114. Clarification of employment tax
status of certain fishermen.

Sec. 1115. Modifications of tax-exempt bond
rules for first-time farmers.

Sec. 1116. Newspaper distributors treated as
direct sellers.

Sec. 1117. Application of involuntary conver-
sion rules to presidentially de-
clared disasters.

Sec. 1118. Class life for gas station conven-
ience stores and similar struc-
tures.

Sec. 1119. Treatment of abandonment of les-
sor improvements at termi-
nation of lease.

Sec. 1120. Deductibility of business meal ex-
penses for certain seafood proc-
essing facilities.

Sec. 1121. Clarification of tax treatment of
hard cider.

Sec. 1122. Special rules relating to deter-

mination whether individuals
are employees for purposes of
employment taxes.
Subtitle B—Extension of Certain Expiring
Provisions
Work opportunity tax credit.
Employer-provided educational as-
sistance programs.
Research credit.
Orphan drug tax credit.
Contributions of stock to private
foundations.

Extension of binding contract date
for biomass and coal facilities.
Moratorium for excise tax on die-

sel fuel sold for use or used in
diesel-powered motorboats.
Subtitle C—Provisions Relating to S
Corporations
1301. S corporations permitted to have
75 shareholders.
1302. Electing small business trusts.
1303. Expansion of post-death qualifica-
tion for certain trusts.
Financial institutions permitted
to hold safe harbor debt.

Sec. 1201.
Sec. 1202.

1203.
1204.
1205.

Sec.
Sec.
Sec.
Sec. 1206.

Sec. 1207.

Sec.

Sec.
Sec.

Sec. 1304.
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Sec. 1305. Rules relating to inadvertent ter-
minations and invalid elec-
tions.

Sec. 1306. Agreement to terminate year.

Sec. 1307. Expansion of post-termination
transition period.
1308. S corporations permitted to hold
subsidiaries.
1309. Treatment of distributions during
loss years.
1310. Treatment of S corporations under

subchapter C.

Sec.

Sec.

Sec.

Sec. 1311. Elimination of certain earnings
and profits.
Sec. 1312. Carryover of disallowed losses and

deductions under at-risk rules
allowed.
1313. Adjustments to basis of inherited
S stock to reflect certain items
of income.
corporations eligible for rules
applicable to real property sub-
divided for sale by noncor-
porate taxpayers.
1315. Financial institutions.
1316. Certain exempt organizations al-
lowed to be shareholders.
1317. Effective date.

Subtitle D—Pension Simplification
CHAPTER 1—SIMPLIFIED DISTRIBUTION RULES

Sec. 1401. Repeal of 5-year income averaging
for lump-sum distributions.

Sec. 1402. Repeal of $5,000 exclusion of em-
ployees’ death benefits.

Sec. 1403. Simplified method for taxing an-
nuity distributions under cer-
tain employer plans.

Sec. 1404. Required distributions.

CHAPTER 2—INCREASED ACCESS TO
RETIREMENT PLANS
SUBCHAPTER A—SIMPLE SAVINGS PLANS

Sec. 1421. Establishment of savings incen-
tive match plans for employees
of small employers.

Sec. 1422. Extension of simple plan to 401(k)
arrangements.

SUBCHAPTER B—OTHER PROVISIONS

Sec. 1426. Tax-exempt organizations eligible
under section 401(k).

Sec. 1427. Homemakers eligible for full IRA
deduction.

CHAPTER 3—NONDISCRIMINATION PROVISIONS

Sec. 1431. Definition of highly compensated
employees; repeal of family ag-
gregation.

Sec. 1432. Modification of additional partici-
pation requirements.

Sec. 1433. Nondiscrimination rules for quali-
fied cash or deferred arrange-
ments and matching contribu-
tions.

Sec. 1434. Definition of compensation for
section 415 purposes.

CHAPTER 4—MISCELLANEOUS PROVISIONS

Sec. 1441. Plans covering self-employed indi-

viduals.

Sec. 1442. Elimination of special vesting rule
for multiemployer plans.

Distributions under rural coopera-
tive plans.

Treatment of governmental plans
under section 415.

Uniform retirement age.

Contributions on behalf of dis-
abled employees.

Treatment of deferred compensa-
tion plans of State and local
governments and tax-exempt
organizations.

Trust requirement for deferred
compensation plans of State
and local governments.

Transition rule for computing
maximum benefits under sec-
tion 415 limitations.

Sec.

Sec. 1314. S

Sec.
Sec.

Sec.

Sec. 1443.

Sec. 1444.

1445.
1446.

Sec.
Sec.

Sec. 1447.

Sec. 1448.

Sec. 1449.
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Sec. 1450.
Sec. 1451.

Modifications of section 403(b).

Waiver of minimum period for
joint and survivor annuity ex-
planation before annuity start-
ing date.

Repeal of limitation in case of de-
fined benefit plan and defined
contribution plan for same em-
ployee; excess distributions.

. Tax on prohibited transactions.

. Treatment of leased employees.

. Uniform penalty provisions to
apply to certain pension report-
ing requirements.

. Retirement benefits of ministers
not subject to tax on net earn-
ings from self-employment.

Model forms for spousal consent
and qualified domestic rela-
tions forms.

Treatment of length of service
awards to volunteers perform-
ing fire fighting or prevention
services, emergency medical
services, or ambulance services.

1459. Date for adoption of plan amend-

ments.

Subtitle E—Revenue Offsets
PART |—GENERAL PROVISIONS

1601. Modifications of Puerto Rico and

possession tax credit.

1602. Repeal of exclusion for interest on
loans used to acquire employer
securities.

Repeal of exclusion for punitive
damages.

Extension and phasedown of lux-
ury passenger automobile tax.
Termination of future tax-exempt
bond financing for local fur-

nishers of electricity and gas.

Repeal of financial institution
transition rule to interest allo-
cation rules.

Extension of airport and airway
trust fund excise taxes.

Basis adjustment to property held
by corporation where stock in
corporation is replacement
property under involuntary
conversion rules.

Extension of withholding to cer-
tain gambling winnings.

Treatment of certain insurance
contracts on retired lives.

Treatment of contributions in aid
of construction.

PART II—FINANCIAL ASSET SECURITIZATION

INVESTMENTS

Sec. 1621. Financial asset securitization in-
vestment trusts.

PART III—TREATMENT OF INDIVIDUALS WHO
EXPATRIATE

Sec. 1631. Revision of tax rules on expatria-

Sec. 1452,

Sec.
Sec.
Sec.

Sec.

Sec. 1457.

Sec. 1458.

Sec.

Sec.

Sec.

Sec. 1603.

Sec. 1604.

Sec. 1605.

Sec. 1606.

Sec. 1607.

Sec. 1608.

Sec. 1609.

Sec. 1610.

Sec. 1611.

tion.

Sec. 1632. Information on individuals expa-
triating.

Sec. 1633. Report on tax compliance by Unit-

ed States citizens and residents
living abroad.

Subtitle F—Technical Corrections

1701. Coordination with other subtitles.

1702. Amendments related to Revenue
Reconciliation Act of 1990.

1703. Amendments related to Revenue
Reconciliation Act of 1993.

1704. Miscellaneous provisions.

Subtitle G—Other Provisions

1801. Exemption from diesel fuel dyeing
requirements with respect to
certain States.

1802. Treatment of certain university
accounts.

1803. Modifications to excise tax on
ozone-depleting chemicals.

Sec.
Sec.

Sec.

Sec.

Sec.

Sec.

Sec.
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Sec. 1804. Tax-exempt bonds for sale of Alas-
ka Power Administration facil-
ity.

Sec. 1805. Nonrecognition treatment for cer-
tain transfers by common trust
funds to regulated investment
companies.

Sec. 1806. Qualified State tuition programs.

TITLE II—PAYMENT OF WAGES

Section 1. Short title.

Sec. 2. Proper compensation for use of em-
ployer vehicles.

Sec. 3. Effective date.

Sec. 4. Minimum wage increase.

Sec. 5. Fair Labor Standards Act Amend-

ments.

TITLE I—SMALL BUSINESS AND OTHER
TAX PROVISIONS
SEC. 1101. AMENDMENT OF 1986 CODE.

Except as otherwise expressly provided,
whenever in this title an amendment or re-
peal is expressed in terms of an amendment
to, or repeal of, a section or other provision,
the reference shall be considered to be made
to a section or other provision of the Inter-
nal Revenue Code of 1986.

SEC. 1102. UNDERPAYMENTS OF ESTIMATED TAX.

No addition to the tax shall be made under
section 6654 or 6655 of the Internal Revenue
Code of 1986 (relating to failure to pay esti-
mated tax) with respect to any underpay-
ment of an installment required to be paid
before the date of the enactment of this Act
to the extent such underpayment was cre-
ated or increased by any provision of this
title.

Subtitle A—Expensing; Etc.

INCREASE IN EXPENSE TREATMENT

FOR SMALL BUSINESSES.

(a) GENERAL RULE.—Paragraph (1) of sec-
tion 179(b) (relating to dollar limitation) is
amended to read as follows:

““(1) DOLLAR LIMITATION.—The aggregate
cost which may be taken into account under
subsection (a) for any taxable year shall not
exceed the following applicable amount:

“If the taxable year The applicable
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begins in: amount is:
1997 i 18,000
1998 i 18,500
1999 19,000
2000 20,000
2001 24,000
2002 ..o . 24,000

2003 or thereafter ...... 25,000.”

(b) EFFECTIVE DATE.—The amendment

made by subsection (a) shall apply to taxable
years beginning after December 31, 1996.
SEC. 1112. TREATMENT OF EMPLOYEE TIPS.

(a) EMPLOYEE CASH TIPS.—

(1) REPORTING REQUIREMENT NOT CONSID-
ERED.—Subparagraph (A) of section 45B(b)(1)
(relating to excess employer social security
tax) is amended by inserting ‘“‘(without re-
gard to whether such tips are reported under
section 6053)”" after ‘“‘section 3121(q)”’.

(2) TAXES PAID.—Subsection (d) of section
13443 of the Revenue Reconciliation Act of
1993 is amended by inserting ““, with respect
to services performed before, on, or after
such date’ after ““1993”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall take effect as
if included in the amendments made by, and
the provisions of, section 13443 of the Reve-
nue Reconciliation Act of 1993.

(b) TIPS FOR EMPLOYEES DELIVERING FOOD
OR BEVERAGES.—

(1) IN GENERAL.—Paragraph (2) of section
45B(b) is amended to read as follows:

““(2) ONLY TIPS RECEIVED FOR FOOD OR BEV-
ERAGES TAKEN INTO ACCOUNT.—In applying
paragraph (1), there shall be taken into ac-
count only tips received from customers in
connection with the delivering or serving of
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food or beverages for consumption if the tip-

ping of employees delivering or serving food

or beverages by customers is customary.”

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to tips re-
ceived for services performed after December
31, 1996.

SEC. 1113. TREATMENT OF DUES PAID TO AGRI-
CULTURAL OR HORTICULTURAL OR-
GANIZATIONS.

(a) GENERAL RULE.—Section 512 (defining
unrelated business taxable income) is
amended by adding at the end the following
new subsection:

“‘(d) TREATMENT OF DUES OF AGRICULTURAL
OR HORTICULTURAL ORGANIZATIONS.—

““(1) IN GENERAL.—If—

“(A) an agricultural or horticultural orga-
nization described in section 501(c)(5) re-
quires annual dues to be paid in order to be
a member of such organization, and

“(B) the amount of such required annual
dues does not exceed $100,

in no event shall any portion of such dues be
treated as derived by such organization from
an unrelated trade or business by reason of
any benefits or privileges to which members
of such organization are entitled.

““(2) INDEXATION OF $100 AMOUNT.—In the
case of any taxable year beginning in a cal-
endar year after 1995, the $100 amount in
paragraph (1) shall be increased by an
amount equal to—

““(A) $100, multiplied by

“(B) the cost-of-living adjustment deter-
mined under section 1(f)(3) for the calendar
year in which the taxable year begins, by
substituting ‘calendar year 1994’ for ‘cal-
endar year 1992’ in subparagraph (B) thereof.

“(3) Dues.—For purposes of this sub-
section, the term ‘dues’ means any payment
(whether or not designated as dues) which is
required to be made in order to be recognized
by the organization as a member of the orga-
nization.”.

(b) EFFeECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 1994.

SEC. 1114. CLARIFICATION OF EMPLOYMENT TAX
STATUS OF CERTAIN FISHERMEN.

(a) CLARIFICATION OF EMPLOYMENT TAX
STATUS.—

(1) AMENDMENTS OF
CODE OF 1986.—

(A) DETERMINATION OF SIZE OF CREW.—Sub-

section (b) of section 3121 (defining employ-
ment) is amended by adding at the end the
following new sentence:
““For purposes of paragraph (20), the operat-
ing crew of a boat shall be treated as nor-
mally made up of fewer than 10 individuals if
the average size of the operating crew on
trips made during the preceding 4 calendar
quarters consisted of fewer than 10 individ-
uals.”.

(B) CERTAIN CASH REMUNERATION PER-
MITTED.—Subparagraph  (A) of section
3121(b)(20) is amended to read as follows:

“(A) such individual does not receive any
cash remuneration other than as provided in
subparagraph (B) and other than cash remu-
neration—

““(i) which does not exceed $100 per trip;

“(if) which is contingent on a minimum
catch; and

“(iif) which is paid solely for additional du-
ties (such as mate, engineer, or cook) for
which additional cash remuneration is tradi-
tional in the industry,”.

©) CONFORMING  AMENDMENT.—Section
6050A(a) is amended by striking ‘““and’ at the
end of paragraph (3), by striking the period
at the end of paragraph (4) and inserting ‘*;
and’’, and by adding at the end the following
new paragraph:

“(5) any cash remuneration described in
section 3121(b)(20)(A).”.
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(2) AMENDMENT OF SOCIAL SECURITY ACT.—

(A) DETERMINATION OF SIZE OF CREW.—Sub-
section (a) of section 210 of the Social Secu-
rity Act is amended by adding at the end the
following new sentence:

“For purposes of paragraph (20), the operat-
ing crew of a boat shall be treated as nor-
mally made up of fewer than 10 individuals if
the average size of the operating crew on
trips made during the preceding 4 calendar
quarters consisted of fewer than 10 individ-
uals.”.

(B) CERTAIN CASH REMUNERATION PER-
MITTED.—Subparagraph  (A) of section
210(a)(20) of such Act is amended to read as
follows:

““(A) such individual does not receive any
additional compensation other than as pro-
vided in subparagraph (B) and other than
cash remuneration—

(i) which does not exceed $100 per trip;

“(if) which is contingent on a minimum
catch; and

““(iii) which is paid solely for additional du-
ties (such as mate, engineer, or cook) for
which additional cash remuneration is tradi-
tional in the industry,”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to remu-
neration paid after December 31, 1994.

SEC. 1115. MODIFICATIONS OF TAX-EXEMPT
BOND RULES FOR FIRST-TIME FARM-
ERS.

(a) ACQUISITION FROM RELATED PERSON AL-
LOWED.—Section 147(c)(2) (relating to excep-
tion for first-time farmers) is amended by
adding at the end the following new subpara-
graph:

““(G) ACQUISITION FROM RELATED PERSON.—
For purposes of this paragraph and section
144(a), the acquisition by a first-time farmer
of land or personal property from a related
person (within the meaning of section
144(a)(3)) shall not be treated as an acquisi-
tion from a related person, if—

‘(i) the acquisition price is for the fair
market value of such land or property, and

““(if) subsequent to such acquisition, the
related person does not have a financial in-
terest in the farming operation with respect
to which the bond proceeds are to be used.”

(b) SUBSTANTIAL FARMLAND AMOUNT Dou-
BLED.—Clause (i) of section 147(c)(2)(E) (de-
fining substantial farmland) is amended by
striking ““15 percent’” and inserting ‘30 per-
cent”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds is-
sued after the date of the enactment of this
Act.

SEC. 1116. NEWSPAPER DISTRIBUTORS TREATED
AS DIRECT SELLERS.

(@) IN GENERAL.—Section 3508(b)(2)(A) is
amended by striking ‘“‘or”” at the end of
clause (i), by inserting ‘“‘or’” at the end of
clause (ii), and by inserting after clause (ii)
the following new clause:

“(iii) is engaged in the trade or business of
the delivering or distribution of newspapers
or shopping news (including any services di-
rectly related to such trade or business),”’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to services
performed after December 31, 1995.

SEC. 1117. APPLICATION OF INVOLUNTARY CON-
VERSION RULES TO PRESI-
DENTIALLY DECLARED DISASTERS.

(a) IN GENERAL.—Section 1033(h) is amend-
ed by redesignating paragraphs (2) and (3) as
paragraphs (3) and (4) and by inserting after
paragraph (1) the following new paragraph:

‘“(2) TRADE OR BUSINESS AND INVESTMENT
PROPERTY.—If a taxpayer’s property held for
productive use in a trade or business or for
investment is compulsorily or involuntarily
converted as a result of a Presidentially de-
clared disaster, tangible property of a type
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held for productive use in a trade or business

shall be treated for purposes of subsection (a)

as property similar or related in service or

use to the property so converted.”.

(b) CONFORMING AMENDMENTS.—Section
1033(h) is amended—

(1) by striking ‘‘residence’’ in paragraph (3)
(as redesignated by subsection (a)) and in-
serting ‘‘property’’,

(2) by striking “PRINCIPAL RESIDENCES” in
the heading and inserting ‘“‘PROPERTY”’, and

(3) by striking ““(1) IN GENERAL.—"’ and in-
serting ‘(1) PRINCIPAL RESIDENCES.—"".

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to disasters
declared after December 31, 1994, in taxable
years ending after such date.

SEC. 1118. CLASS LIFE FOR GAS STATION CON-
VENIENCE STORES AND SIMILAR
STRUCTURES.

(@) IN GENERAL.—Section 168(e)(3)(E)
(classifying certain property as 15-year prop-
erty) is amended by striking ‘“‘and” at the
end of clause (i), by striking the period at
the end of clause (ii) and inserting *“, and”’,
and by adding at the end the following new
clause:

“(iii) any section 1250 property which is a
retail motor fuels outlet (whether or not
food or other convenience items are sold at
the outlet).”

(b) CONFORMING AMENDMENT.—Subpara-
graph (B) of section 168(g)(3) is amended by
inserting after the item relating to subpara-
graph (E)(ii) in the table contained therein
the following new item:

(11 FRTTTTTT 20"

(c) EFFeCTIVE DATE.—The amendments
made by this section shall apply to property
which is placed in service on or after the
date of the enactment of this Act and to
which section 168 of the Internal Revenue
Code of 1986 applies after the amendment
made by section 201 of the Tax Reform Act of
1986. A taxpayer may elect (in such form and
manner as the Secretary of the Treasury
may prescribe) to have such amendments
apply with respect to any property placed in
service before such date and to which such
section so applies.

SEC. 1119. TREATMENT OF ABANDONMENT OF
LESSOR IMPROVEMENTS AT TERMI-
NATION OF LEASE.

(a) IN GENERAL.—Paragraph (8) of section
168(i) is amended to read as follows:

““(8) TREATMENT OF LEASEHOLD
MENTS.—

““(A) IN GENERAL.—InN the case of any build-
ing erected (or improvements made) on
leased property, if such building or improve-
ment is property to which this section ap-
plies, the depreciation deduction shall be de-
termined under the provisions of this sec-
tion.

““(B) TREATMENT OF LESSOR IMPROVEMENTS
WHICH ARE ABANDONED AT TERMINATION OF
LEASE.—AnN improvement—

“(i) which is made by the lessor of leased
property for the lessee of such property, and

“(if) which is irrevocably disposed of or
abandoned by the lessor at the termination
of the lease by such lessee,

shall be treated for purposes of determining
gain or loss under this title as disposed of by
the lessor when so disposed of or aban-
doned.”

(b) EFFECTIVE DATE.—Subparagraph (B) of
section 168(i)(8) of the Internal Revenue Code
of 1986, as added by the amendment made by
subsection (a), shall apply to improvements
disposed of or abandoned after June 12, 1996.
SEC. 1120. DEDUCTIBILITY OF BUSINESS MEAL

EXPENSES FOR CERTAIN SEAFOOD
PROCESSING FACILITIES.

(a) IN GENERAL.—Subparagraph (E) of sec-
tion 274(n)(2) is amended by striking “‘or’” at
the end of clause (iii), by striking the period

IMPROVE-
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at the end of clause (iv) and inserting *, or”’,
and by inserting after clause (iv) the follow-
ing new clause:

““(v) provided at a remote seafood process-
ing facility located in the United States
north of 53 degrees north latitude.”

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

SEC. 1121. CLARIFICATION OF TAX TREATMENT
OF HARD CIDER.

(@) HARD CIDER CONTAINING NOT MORE
THAN 7 PERCENT ALCOHOL TAXED AS WINE.—
Subsection (b) of section 5041 (relating to im-
position and rate of tax) is amended by strik-
ing ““and” at the end of paragraph (4), by
striking the period at the end of paragraph
(5) and inserting ‘‘; and”’, and by adding at
the end the following new paragraph:

““(6) On hard cider derived primarily from
apples or apple concentrate and water, con-
taining no other fruit product, and contain-
ing at least one-half of 1 percent and not
more than 7 percent of alcohol by volume,
22.6 cents per wine gallon.”

(b) EXcLusioN FROM SMALL PRODUCER
CREDIT.—Paragraph (1) of section 5041(c) (re-
lating to credit for small domestic produc-
ers) is amended by striking ‘‘subsection
(b)(4)” and inserting ‘‘paragraphs (4) and (6)
of subsection (b)”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
January 1, 1997.

SEC. 1122. SPECIAL RULES RELATING TO DETER-
MINATION WHETHER INDIVIDUALS
ARE EMPLOYEES FOR PURPOSES OF
EMPLOYMENT TAXES.

(a) IN GENERAL.—Section 530 of the Reve-
nue Act of 1978 is amended by adding at the
end the following new subsection:

‘““(e) SPECIAL RULES FOR APPLICATION OF
SECTION.—

““(1) NOTICE REQUIREMENTS.—

“(A) WRITTEN AGREEMENT REQUIRED BE-
TWEEN TAXPAYER AND INDIVIDUAL.—The pro-
visions of subsection (a)(1) shall not apply
with respect to a taxpayer and any individ-
ual unless such taxpayer and individual sign
a statement (at such time and in such form
as the Secretary may prescribe) which pro-
vides that such individual will not be treated
as an employee of the taxpayer for purposes
of employment taxes.

““(B) NOTICE OF AVAILABILITY OF SECTION.—
An officer or employee of the Internal Reve-
nue Service shall, before or at the com-
mencement of any audit relating to the em-
ployment status of one or more individuals
who perform services for the taxpayer, pro-
vide the taxpayer with a written notice of
the provisions of this section.

““(2) RULES RELATING TO STATUTORY STAND-
ARDS.—For purposes of subsection (a)(2)—

“(A) a taxpayer may not rely on an audit
commenced after December 31, 1996, for pur-
poses of subparagraph (B) thereof unless such
audit included an examination for employ-
ment tax purposes of whether the individual
involved (or any individual holding a posi-
tion substantially similar to the position
held by the individual involved) should be
treated as an employee of the taxpayer,

“(B) in no event shall the significant seg-
ment requirement of subparagraph (C) there-
of be construed to require a reasonable show-
ing of the practice of more than 25 percent of
the industry (determined by not taking into
account the taxpayer), and

“(C) in applying the long-standing recog-
nized practice requirement of subparagraph
(C) thereof—

“(i) such requirement shall not be con-
strued as requiring the practice to have con-
tinued for more than 10 years, and

““(ii) a practice shall not fail to be treated
as long-standing merely because such prac-
tice began after 1978.
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““(3) AVAILABILITY OF SAFE HARBORS.—Noth-
ing in this section shall be construed to pro-
vide that subsection (a) only applies where
the individual involved is otherwise an em-
ployee of the taxpayer.

‘“(4) BURDEN OF PROOF.—

“(A) IN GENERAL.—If—

‘(i) a taxpayer establishes a prima facie
case that it was reasonable not to treat an
individual as an employee for purposes of
this section, and

‘“(ii) the taxpayer has fully cooperated
with reasonable requests from the Secretary
of the Treasury or his delegate,

then the burden of proof with respect to such
treatment shall be on the Secretary.

‘“(B) EXCEPTION FOR OTHER REASONABLE
BASIS.—In the case of any issue involving
whether the taxpayer had a reasonable basis
not to treat an individual as an employee for
purposes of this section, subparagraph (A)
shall only apply for purposes of determining
whether the taxpayer meets the require-
ments of subparagraph (A), (B), or (C) of sub-
section (a)(2).”

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendment made by
this section shall apply to periods after De-
cember 31, 1996.

(2) NOTICE REQUIREMENTS.—

(A) WRITTEN AGREEMENT.—In the case of
individuals who first perform services for a
taxpayer before January 1, 1997, the require-
ments of section 530(e)(1)(A) of the Revenue
Act of 1978 (as added by subsection (a)) shall
not apply before January 1, 1998, unless the
taxpayer elects to apply such requirements
before such date.

(B) NOTICE BY INTERNAL REVENUE SERV-
ICE.—Section 530(e)(1)(B) of the Revenue Act
of 1978 (as added by subsection (a)) shall
apply to audits which commence after De-
cember 31, 1996.

(3) BURDEN OF PROOF.—

(A) IN GENERAL.—Section 530(e)(4) of the
Revenue Act of 1978 (as added by subsection
(a)) shall apply to disputes involving periods
after December 31, 1996.

(B) No INFERENCE.—Nothing in the amend-
ments made by this section shall be con-
strued to infer the proper treatment of the
burden of proof with respect to disputes in-
volving periods before January 1, 1997.

Subtitle B—Extension of Certain Expiring

Provisions
SEC. 1201. WORK OPPORTUNITY TAX CREDIT.

(a) AMOUNT OF CREDIT.—Subsection (a) of
section 51 (relating to amount of credit) is
amended by striking ‘40 percent’” and insert-
ing ‘35 percent”’.

(b) MEMBERS OF TARGETED GROUPS.—Sub-
section (d) of section 51 is amended to read
as follows:

‘“(d) MEMBERS OF TARGETED GRoOUPS.—For
purposes of this subpart—

“(1) IN GENERAL.—AnN individual is a mem-
ber of a targeted group if such individual is—

“(A) a qualified I'V-A recipient,

““(B) a qualified veteran,

““(C) a qualified ex-felon,

‘(D) a high-risk youth,

““(E) a vocational rehabilitation referral,

“(F) a qualified summer youth employee,
or

““(G) a qualified food stamp recipient.

““(2) QUALIFIED IV-A RECIPIENT.—

“(A) IN GENERAL.—The term ‘qualified 1V-
A recipient’ means any individual who is cer-
tified by the designated local agency as
being a member of a family receiving assist-
ance under a IV-A program for at least a 9-
month period ending during the 9-month pe-
riod ending on the hiring date.

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

““(3) QUALIFIED VETERAN.—

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

“(i) a member of a family receiving assist-
ance under a IV-A program (as defined in
paragraph (2)(B)) for at least a 9-month pe-
riod ending during the 12-month period end-
ing on the hiring date, or

““(ii) a member of a family receiving assist-
ance under a food stamp program under the
Food Stamp Act of 1977 for at least a 3-
month period ending during the 12-month pe-
riod ending on the hiring date.

““(B) VETERAN.—For purposes of subpara-
graph (A), the term ‘veteran’ means any in-
dividual who is certified by the designated
local agency as—

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

“(I1) having been discharged or released
from active duty in the Armed Forces of the
United States for a service-connected dis-
ability, and

‘(i) not having any day during the 60-day
period ending on the hiring date which was a
day of extended active duty in the Armed
Forces of the United States.

For purposes of clause (ii), the term ‘ex-
tended active duty’ means a period of more
than 90 days during which the individual was
on active duty (other than active duty for
training).

““(4) QUALIFIED EX-FELON.—The term ‘quali-
fied ex-felon” means any individual who is
certified by the designated local agency—

“(A) as having been convicted of a felony
under any statute of the United States or
any State,

“(B) as having a hiring date which is not
more than 1 year after the last date on which
such individual was so convicted or was re-
leased from prison, and

“(C) as being a member of a family which
had an income during the 6 months imme-
diately preceding the earlier of the month in
which such income determination occurs or
the month in which the hiring date occurs,
which, on an annual basis, would be 70 per-
cent or less of the Bureau of Labor Statistics
lower living standard.

Any determination under subparagraph (C)
shall be valid for the 45-day period beginning
on the date such determination is made.

““(5) HIGH-RISK YOUTH.—

“(A) IN GENERAL.—The term ‘high-risk
youth’ means any individual who is certified
by the designated local agency—

‘(i) as having attained age 18 but not age
25 on the hiring date, and

““(ii) as having his principal place of abode
within an empowerment zone or enterprise
community.

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

““(6) VOCATIONAL REHABILITATION REFER-
RAL.—The term ‘vocational rehabilitation
referral’ means any individual who is cer-
tified by the designated local agency as—

“(A) having a physical or mental disability
which, for such individual, constitutes or re-
sults in a substantial handicap to employ-
ment, and

“(B) having been referred to the employer
upon completion of (or while receiving) reha-
bilitative services pursuant to—
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“(i) an individualized written rehabilita-
tion plan under a State plan for vocational
rehabilitation services approved under the
Rehabilitation Act of 1973, or

“(ii) a program of vocational rehabilita-
tion carried out under chapter 31 of title 38,
United States Code.

“(7) QUALIFIED SUMMER YOUTH EMPLOYEE.—

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

““(i) who performs services for the employer
between May 1 and September 15,

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

“(iii) who has not been an employee of the
employer during any period prior to the 90-
day period described in subparagraph (B)(i),
and

“(iv) who is certified by the designated
local agency as having his principal place of
abode within an empowerment zone or enter-
prise community.

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

“(i) subsection (b)(2) shall be applied by
substituting ‘any 90-day period between May
1 and September 15’ for ‘the 1-year period be-
ginning with the day the individual begins
work for the employer’, and

“(ii) subsection (b)(3) shall be applied by

substituting ‘$3,000" for ‘$6,000’.
The preceding sentence shall not apply to an
individual who, with respect to the same em-
ployer, is certified as a member of another
targeted group after such individual has been
a qualified summer youth employee.

“(C) YOUTH MUST CONTINUE TO RESIDE IN
ZONE.—Paragraph (5)(B) shall apply for pur-
poses of subparagraph (A)(iv).

“(8) QUALIFIED FOOD STAMP RECIPIENT.—

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

‘(i) as having attained age 18 but not age
25 on the hiring date, and

“(ii) as being a member of a family receiv-
ing assistance under a food stamp program
under the Food Stamp Act of 1977 for the 3-
month period ending on the hiring date.

“(B) PARTICIPATION INFORMATION.—NOt-
withstanding any other provision of law, the
Secretary of the Treasury and the Secretary
of Agriculture shall enter into an agreement
to provide information to designated local
agencies with respect to participation in the
food stamp program.

“(9) HIRING DATE.—The term ‘hiring date’
means the day the individual is hired by the
employer.

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

“(11) SPECIAL RULES FOR CERTIFICATIONS.—

“(A) IN GENERAL.—AnN individual shall not
be treated as a member of a targeted group
unless—

““(i) on or before the day on which such in-
dividual begins work for the employer, the
employer has received a certification from a
designated local agency that such individual
is a member of a targeted group, or

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

“(11) not later than the 21st day after the
individual begins work for the employer, the
employer submits such notice, signed by the
employer and the individual under penalties
of perjury, to the designated local agency as
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part of a written request for such a certifi-
cation from such agency.

For purposes of this paragraph, the term
‘pre-screening notice’ means a document (in
such form as the Secretary shall prescribe)
which contains information provided by the
individual on the basis of which the em-
ployer believes that the individual is a mem-
ber of a targeted group.

““(B) INCORRECT CERTIFICATIONS.—If—

‘(i) an individual has been certified by a
designated local agency as a member of a
targeted group, and

(i) such certification is incorrect because
it was based on false information provided by
such individual,

the certification shall be revoked and wages
paid by the employer after the date on which
notice of revocation is received by the em-
ployer shall not be treated as qualified
wages.

““(C) EXPLANATION OF DENIAL OF REQUEST.—
If a designated local agency denies a request
for certification of membership in a targeted
group, such agency shall provide to the per-
son making such request a written expla-
nation of the reasons for such denial.”

(¢) MINIMUM EMPLOYMENT PERIOD.—Para-
graph (3) of section 51(i) (relating to certain
individuals ineligible) is amended to read as
follows:

““(3) INDIVIDUALS NOT MEETING MINIMUM EM-
PLOYMENT PERIOD.—NoO wages shall be taken
into account under subsection (a) with re-
spect to any individual unless such individ-
ual either—

“(A) is employed by the employer at least
180 days (20 days in the case of a qualified
summer youth employee), or

“(B) has completed at least 375 hours (120
hours in the case of a qualified summer
youth employee) of services performed for
the employer.”’

(d) TERMINATION.—Paragraph (4) of section
51(c) (relating to wages defined) is amended
to read as follows:

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

““(A) after December 31, 1994, and before Oc-
tober 1, 1996, or

““(B) after September 30, 1997.”’

(e) REDESIGNATION OF CREDIT.—

(1) Sections 38(b)(2) and 51(a) are each
amended by striking ‘‘targeted jobs credit”
and inserting ‘“‘work opportunity credit’.

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

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

(4) The heading for paragraph (3) of section
1396(c) is amended by striking ‘“TARGETED
JOBS CREDIT” and inserting ‘“WORK OPPOR-
TUNITY CREDIT”.

(f) TECHNICAL AMENDMENT.—Paragraph (1)
of section 51(c) is amended by striking “,
subsection (d)(8)(D),”".

(9) EFFecTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
September 30, 1996.

SEC. 1202. EMPLOYER-PROVIDED EDUCATIONAL
ASSISTANCE PROGRAMS.

(a) EXTENSION.—Subsection (d) of section
127 (relating to educational assistance pro-
grams) is amended by striking ‘‘December 31,
1994’ and inserting ‘“‘December 31, 1996"".

(b) EFFECTIVE DATES.—

(1) EXTENSION.—The amendment made by
subsection (a) shall apply to taxable years
beginning after December 31, 1994.

(2) EXPEDITED PROCEDURES.—The Secretary
of the Treasury shall establish expedited pro-
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cedures for the refund of any overpayment of
taxes imposed by the Internal Revenue Code
of 1986 which is attributable to amounts ex-
cluded from gross income during 1995 or 1996
under section 127 of such Code, including pro-
cedures waiving the requirement that an em-
ployer obtain an employee’s signature where
the employer demonstrates to the satisfac-
tion of the Secretary that any refund col-
lected by the employer on behalf of the em-
ployee will be paid to the employee.

SEC. 1203. RESEARCH CREDIT.

(a) IN GENERAL.—Subsection (h) of section
41 (relating to credit for research activities)
is amended to read as follows:

““(h) TERMINATION.—

“(1) IN GENERAL.—This section shall not
apply to any amount paid or incurred—

“(A) after June 30, 1995, and before July 1,
1996, or

““(B) after June 30, 1997.”’

““(2) COMPUTATION OF BASE AMOUNT.—In the
case of any taxable year with respect to
which this section applies to a number of
days which is less than the total number of
days in such taxable year, the base amount
with respect to such taxable year shall be
the amount which bears the same ratio to
the base amount for such year (determined
without regard to this paragraph) as the
number of days in such taxable year to
which this section applies bears to the total
number of days in such taxable year.”

(b) BASE AMOUNT FOR START-UP COMPA-
NIES.—Clause (i) of section 41(c)(3)(B) (relat-
ing to start-up companies) is amended to
read as follows:

“(i) TAXPAYERS TO WHICH SUBPARAGRAPH
APPLIES.—The fixed-base percentage shall be
determined under this subparagraph if—

“(1) the first taxable year in which a tax-
payer had both gross receipts and qualified
research expenses begins after December 31,
1983, or

“(I1) there are fewer than 3 taxable years
beginning after December 31, 1983, and before
January 1, 1989, in which the taxpayer had
both gross receipts and qualified research ex-
penses.”

(c) ELECTION OF ALTERNATIVE INCREMENTAL
CREDIT.—Subsection (c) of section 41 is
amended by redesignating paragraphs (4) and
(5) as paragraphs (5) and (6), respectively,
and by inserting after paragraph (3) the fol-
lowing new paragraph:

‘“(4) ELECTION OF ALTERNATIVE INCREMEN-
TAL CREDIT.—

“(A) IN GENERAL.—At the election of the
taxpayer, the credit determined under sub-
section (a)(1) shall be equal to the sum of—

““(i) 1.65 percent of so much of the qualified
research expenses for the taxable year as ex-
ceeds 1 percent of the average described in
subsection (c)(1)(B) but does not exceed 1.5
percent of such average,

“(ii) 2.2 percent of so much of such ex-
penses as exceeds 1.5 percent of such average
but does not exceed 2 percent of such aver-
age, and

“(iif) 2.75 percent of so much of such ex-
penses as exceeds 2 percent of such average.

“(B) ELECTION.—AnN election under this
paragraph may be made only for the first
taxable year of the taxpayer beginning after
June 30, 1996. Such an election shall apply to
the taxable year for which made and all suc-
ceeding taxable years unless revoked with
the consent of the Secretary.”

(d) INCREASED CREDIT FOR CONTRACT RE-
SEARCH EXPENSES WITH RESPECT TO CERTAIN
RESEARCH CONSORTIA.—Paragraph (3) of sec-
tion 41(b) is amended by adding at the end
the following new subparagraph:

““(C) AMOUNTS PAID TO CERTAIN RESEARCH
CONSORTIA.—

“(i) IN GENERAL.—Subparagraph (A) shall
be applied by substituting ‘75 percent’ for ‘65
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percent’ with respect to amounts paid or in-
curred by the taxpayer to a qualified re-
search consortium for qualified research on
behalf of the taxpayer and 1 or more unre-
lated taxpayers. For purposes of the preced-
ing sentence, all persons treated as a single
employer under subsection (a) or (b) of sec-
tion 52 shall be treated as related taxpayers.

“(ii) QUALIFIED RESEARCH CONSORTIUM.—
The term ‘qualified research consortium’
means any organization which—

“() is described in section 501(c)(3) or
501(c)(6) and is exempt from tax under sec-
tion 501(a),

“(11) is organized and operated primarily to
conduct scientific research, and

“(1M) is not a private foundation.”

(e) CONFORMING AMENDMENT.—Subpara-
graph (D) of section 28(b)(1) is amended by
inserting *‘, and before July 1, 1996, and peri-
ods after June 30, 1997”" after ‘‘June 30, 1995”.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years ending
after June 30, 1996.

(2) SUBSECTIONS (c) AND (d).—The amend-
ments made by subsections (c) and (d) shall
apply to taxable years beginning after June
30, 1996.

SEC. 1204. ORPHAN DRUG TAX CREDIT.

(a) RECATEGORIZED AS A BUSINESS CREDIT.—

(1) IN GENERAL.—Section 28 (relating to
clinical testing expenses for certain drugs
for rare diseases or conditions) is transferred
to subpart D of part IV of subchapter A of
chapter 1, inserted after section 45B, and re-
designated as section 45C.

(2) CONFORMING AMENDMENT.—Subsection
(b) of section 38 (relating to general business
credit) is amended by striking “‘plus’ at the
end of paragraph (10), by striking the period
at the end of paragraph (11) and inserting *‘,
plus’’, and by adding at the end the following
new paragraph:

‘“(12) the orphan drug credit determined
under section 45C(a).”’

(3) CLERICAL AMENDMENTS.—

(A) The table of sections for subpart B of
such part IV is amended by striking the item
relating to section 28.

(B) The table of sections for subpart D of
such part 1V is amended by adding at the end
the following new item:

““‘Sec. 45C. Clinical testing expenses for
certain drugs for rare diseases
or conditions.”

(b) CREDIT TERMINATION.—Subsection (e) of
section 45C, as redesignated by subsection
(a)(1), is amended to read as follows:

‘“(e) TERMINATION.—This section shall not
apply to any amount paid or incurred—

“(A) after December 31, 1994, and before
July 1, 1996, or

““(B) after June 30, 1997.”

(c) No PRE-JULY 1, 1996 CARRYBACKS.—Sub-
section (d) of section 39 (relating to
carryback and carryforward of unused cred-
its) is amended by adding at the end the fol-
lowing new paragraph:

“(7) NO CARRYBACK OF SECTION 45C CREDIT
BEFORE JULY 1, 1996.—No portion of the un-
used business credit for any taxable year
which is attributable to the orphan drug
credit determined under section 45C may be
carried back to a taxable year ending before
July 1, 1996.”

(d) ADDITIONAL
MENTS.—

(1) Section 45C(a), as redesignated by sub-
section (a)(1), is amended by striking “There
shall be allowed as a credit against the tax
imposed by this chapter for the taxable
year’ and inserting ‘‘For purposes of section
38, the credit determined under this section
for the taxable year is”.

(2) Section 45C(d), as so redesignated, is
amended by striking paragraph (2) and by re-
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designating paragraphs (3), (4), and (5) as
paragraphs (2), (3), and (4).

(3) Section 29(b)(6)(A) is amended by strik-
ing ‘‘sections 27 and 28’ and inserting ‘‘sec-
tion 27",

(4) Section 30(b)(3)(A) is amended by strik-
ing ‘“‘sections 27, 28, and 29" and inserting
‘“‘sections 27 and 29”.

(5) Section 53(d)(1)(B) is amended—

(A) by striking ‘““or not allowed under sec-
tion 28 solely by reason of the application of
section 28(d)(2)(B),” in clause (iii), and

(B) by striking ‘‘or not allowed under sec-
tion 28 solely by reason of the application of
section 28(d)(2)(B)’’ in clause (iv)(I1).

(6) Section 55(c)(2) is amended by striking
£28(d)(2),”.

(7) Section 280C(b) is amended—

(A) by striking ‘‘section 28(b)”’ in para-
graph (1) and inserting ‘‘section 45C(b)”’,

(B) by striking ‘“‘section 28’ in paragraphs
(1) and (2)(A) and inserting ‘‘section 45C(b)”",
and

(C) by striking ‘“‘subsection (d)(2) thereof”’
in paragraphs (1) and (2)(A) and inserting
‘‘section 38(c)”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred in taxable years ending
after June 30, 1996.

SEC. 1205. CONTRIBUTIONS OF STOCK TO PRI-
VATE FOUNDATIONS.

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 170(e)(5) (relating to special rule for con-
tributions of stock for which market
quotations are readily available) is amended
to read as follows:

‘(D) TERMINATION.—This paragraph shall
not apply to contributions made—

“(A) after December 31, 1994, and before
July 1, 1996, or

““(B) after June 30, 1997.”

(b) EFFecCTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made after June 30, 1996.

SEC. 1206. EXTENSION OF BINDING CONTRACT
DATE FOR BIOMASS AND COAL FA-
CILITIES.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 29(g)(1) (relating to extension of certain
facilities) is amended by striking ‘“‘January
1, 1997 and inserting ‘‘January 1, 1998 and
by striking ‘“‘January 1, 1996 and inserting
‘“the date which is 6 months after the date of
the enactment of the Small Business Job
Protection Act of 1996"".

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

SEC. 1207. MORATORIUM FOR EXCISE TAX ON
DIESEL FUEL SOLD FOR USE OR
USED IN DIESEL-POWERED MOTOR-
BOATS.

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 4041(a)(1) (relating to the imposition of
tax on diesel fuel and special motor fuels) is
amended by redesignating clauses (i) and (ii)
as clauses (ii) and (iii), respectively, and by
inserting before clause (ii) (as redesignated)
the following new clause:

(i) no tax shall be imposed by subsection
(a) or (d)(1) during the period after June 30,
1996, and before July 1, 1997,”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
July 1, 1996.

Subtitle C—Provisions Relating to S
Corporations
SEC. 1301. S CORPORATIONS PERMITTED TO
HAVE 75 SHAREHOLDERS.

Subparagraph (A) of section 1361(b)(1) (de-
fining small business corporation) is amend-
ed by striking ‘‘35 shareholders’ and insert-
ing ““75 shareholders™.

SEC. 1302. ELECTING SMALL BUSINESS TRUSTS.

(a) GENERAL RULE.—Subparagraph (A) of
section 1361(c)(2) (relating to certain trusts
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permitted as shareholders) is amended by in-
serting after clause (iv) the following new
clause:

““(v) An electing small business trust.”.

(b) CURRENT BENEFICIARIES TREATED AS
SHAREHOLDERS.—Subparagraph (B) of section
1361(c)(2) is amended by adding at the end
the following new clause:

“(v) In the case of a trust described in
clause (v) of subparagraph (A), each poten-
tial current beneficiary of such trust shall be
treated as a shareholder; except that, if for
any period there is no potential current ben-
eficiary of such trust, such trust shall be
treated as the shareholder during such pe-
riod.”.

(c) ELECTING SMALL BUSINESS TRUST DE-
FINED.—Section 1361 (defining S corporation)
is amended by adding at the end the follow-
ing new subsection:

‘“(e) ELECTING SMALL BUSINESS TRUST DE-
FINED.—

““(1) ELECTING SMALL BUSINESS TRUST.—For
purposes of this section—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘electing small
business trust’ means any trust if—

“(i) such trust does not have as a bene-
ficiary any person other than (1) an individ-
ual, (I1) an estate, or (111) an organization de-
scribed in paragraph (2), (3), (4), or (5) of sec-
tion 170(c) which holds a contingent interest
and is not a potential current beneficiary,

“(ii) no interest in such trust was acquired
by purchase, and

““(iii) an election under this subsection ap-
plies to such trust.

““(B) CERTAIN TRUSTS NOT ELIGIBLE.—The
term ‘electing small business trust’ shall not
include—

“(i) any qualified subchapter S trust (as
defined in subsection (d)(3)) if an election
under subsection (d)(2) applies to any cor-
poration the stock of which is held by such
trust, and

“(ii) any trust exempt from tax under this
subtitle.

““(C) PURCHASE.—For purposes of subpara-
graph (A), the term ‘purchase’ means any ac-
quisition if the basis of the property ac-
quired is determined under section 1012.

““(2) POTENTIAL CURRENT BENEFICIARY.—For
purposes of this section, the term ‘potential
current beneficiary’ means, with respect to
any period, any person who at any time dur-
ing such period is entitled to, or at the dis-
cretion of any person may receive, a dis-
tribution from the principal or income of the
trust. If a trust disposes of all of the stock
which it holds in an S corporation, then,
with respect to such corporation, the term
‘potential current beneficiary’ does not in-
clude any person who first met the require-
ments of the preceding sentence during the
60-day period ending on the date of such dis-
position.

““(3) ELECTION.—AnN election under this sub-
section shall be made by the trustee. Any
such election shall apply to the taxable year
of the trust for which made and all subse-
quent taxable years of such trust unless re-
voked with the consent of the Secretary.

*“(4) CROSS REFERENCE.—

“For special treatment of electing small
business trusts, see section 641(d).”.

(d) TAXATION OF ELECTING SMALL BUSINESS
TRuUsSTS.—Section 641 (relating to imposition
of tax on trusts) is amended by adding at the
end the following new subsection:

“(d) SPECIAL RULES FOR TAXATION OF
ELECTING SMALL BUSINESS TRUSTS.—

“(1) IN GENERAL.—For purposes of this
chapter—

“(A) the portion of any electing small busi-
ness trust which consists of stock in 1 or
more S corporations shall be treated as a
separate trust, and
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““(B) the amount of the tax imposed by this
chapter on such separate trust shall be de-
termined with the modifications of para-
graph (2).

““(2) MODIFICATIONS.—For purposes of para-
graph (1), the modifications of this para-
graph are the following:

“(A) Except as provided in section 1(h), the
amount of the tax imposed by section 1(e)
shall be determined by using the highest rate
of tax set forth in section 1(e).

“(B) The exemption amount under section
55(d) shall be zero.

““(C) The only items of income, loss, deduc-
tion, or credit to be taken into account are
the following:

‘(i) The items required to be taken into ac-
count under section 1366.

“(if) Any gain or loss from the disposition
of stock in an S corporation.

“(iif) To the extent provided in regula-

tions, State or local income taxes or admin-
istrative expenses to the extent allocable to
items described in clauses (i) and (ii).
No deduction or credit shall be allowed for
any amount not described in this paragraph,
and no item described in this paragraph shall
be apportioned to any beneficiary.

“(D) No amount shall be allowed under
paragraph (1) or (2) of section 1211(b).

““(3) TREATMENT OF REMAINDER OF TRUST
AND DISTRIBUTIONS.—For purposes of deter-
mining—

““(A) the amount of the tax imposed by this
chapter on the portion of any electing small
business trust not treated as a separate trust
under paragraph (1), and

“(B) the distributable net income of the
entire trust,

the items referred to in paragraph (2)(C)
shall be excluded. Except as provided in the
preceding sentence, this subsection shall not
affect the taxation of any distribution from
the trust.

““(4) TREATMENT OF UNUSED DEDUCTIONS
WHERE TERMINATION OF SEPARATE TRUST.—If a
portion of an electing small business trust
ceases to be treated as a separate trust under
paragraph (1), any carryover or excess deduc-
tion of the separate trust which is referred
to in section 642(h) shall be taken into ac-
count by the entire trust.

*“(5) ELECTING SMALL BUSINESS TRUST.—For
purposes of this subsection, the term ‘elect-
ing small business trust’ has the meaning
given such term by section 1361(e)(1).”".

(e) TECHNICAL AMENDMENT.—Paragraph (1)
of section 1366(a) is amended by inserting “,
or of a trust or estate which terminates,”
after ‘““‘who dies”.

SEC. 1303. EXPANSION OF POST-DEATH QUALI-
FICATION FOR CERTAIN TRUSTS.

Subparagraph (A) of section 1361(c)(2) (re-
lating to certain trusts permitted as share-
holders) is amended—

(1) by striking ‘‘60-day period’’ each place
it appears in clauses (ii) and (iii) and insert-
ing ‘“‘2-year period’’, and

(2) by striking the last sentence in clause
(ii).

SEC. 1304. FINANCIAL INSTITUTIONS PERMITTED
TO HOLD SAFE HARBOR DEBT.

Clause (iii) of section 1361(c)(5)(B) (defining
straight debt) is amended by striking ‘“or a
trust described in paragraph (2)”” and insert-
ing “‘a trust described in paragraph (2), or a
person which is actively and regularly en-
gaged in the business of lending money”’.

SEC. 1305. RULES RELATING TO INADVERTENT
TERMINATIONS AND INVALID ELEC-
TIONS.

(a) GENERAL RULE.—Subsection (f) of sec-
tion 1362 (relating to inadvertent termi-
nations) is amended to read as follows:

“(f) INADVERTENT INVALID ELECTIONS OR
TERMINATIONS.—If—

““(1) an election under subsection (a) by
any corporation—
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“(A) was not effective for the taxable year
for which made (determined without regard
to subsection (b)(2)) by reason of a failure to
meet the requirements of section 1361(b) or
to obtain shareholder consents, or

““(B) was terminated under paragraph (2) or
(3) of subsection (d),

““(2) the Secretary determines that the cir-
cumstances resulting in such ineffectiveness
or termination were inadvertent,

““(3) no later than a reasonable period of
time after discovery of the circumstances re-
sulting in such ineffectiveness or termi-
nation, steps were taken—

“(A) so that the corporation is a small
business corporation, or

‘“(B) to acquire the required shareholder
consents, and

‘“(4) the corporation, and each person who
was a shareholder in the corporation at any
time during the period specified pursuant to
this subsection, agrees to make such adjust-
ments (consistent with the treatment of the
corporation as an S corporation) as may be
required by the Secretary with respect to
such period,
then, notwithstanding the circumstances re-
sulting in such ineffectiveness or termi-
nation, such corporation shall be treated as
an S corporation during the period specified
by the Secretary.”.

(b) LATE ELECTIONS, ETC.—Subsection (b)
of section 1362 is amended by adding at the
end the following new paragraph:

““(5) AUTHORITY TO TREAT LATE ELECTIONS,
ETC., AS TIMELY.—If—

“(A) an election under subsection (a) is
made for any taxable year (determined with-
out regard to paragraph (3)) after the date
prescribed by this subsection for making
such election for such taxable year or no
such election is made for any taxable year,
and

‘“(B) the Secretary determines that there
was reasonable cause for the failure to time-
ly make such election,

the Secretary may treat such an election as
timely made for such taxable year (and para-
graph (3) shall not apply).”.

(c) EFFECTIVE DATE.—The amendments
made by subsection (a) and (b) shall apply
with respect to elections for taxable years
beginning after December 31, 1982.

SEC. 1306. AGREEMENT TO TERMINATE YEAR.

Paragraph (2) of section 1377(a) (relating to
pro rata share) is amended to read as follows:

““(2) ELECTION TO TERMINATE YEAR.—

“(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, if any shareholder
terminates the shareholder’s interest in the
corporation during the taxable year and all
affected shareholders and the corporation
agree to the application of this paragraph,
paragraph (1) shall be applied to the affected
shareholders as if the taxable year consisted
of 2 taxable years the first of which ends on
the date of the termination.

‘“(B) AFFECTED SHAREHOLDERS.—FoOr pur-
poses of subparagraph (A), the term ‘affected
shareholders’ means the shareholder whose
interest is terminated and all shareholders
to whom such shareholder has transferred
shares during the taxable year. If such share-
holder has transferred shares to the corpora-
tion, the term ‘affected shareholders’ shall
include all persons who are shareholders dur-
ing the taxable year.”.

SEC. 1307. EXPANSION OF POST-TERMINATION
TRANSITION PERIOD.

(a) IN GENERAL.—Paragraph (1) of section
1377(b) (relating to post-termination transi-
tion period) is amended by striking “‘and” at
the end of subparagraph (A), by redesignat-
ing subparagraph (B) as subparagraph (C),
and by inserting after subparagraph (A) the
following new subparagraph:

‘“(B) the 120-day period beginning on the
date of any determination pursuant to an
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audit of the taxpayer which follows the ter-
mination of the corporation’s election and
which adjusts a subchapter S item of income,
loss, or deduction of the corporation arising
during the S period (as defined in section
1368(e)(2)), and™".

(b) DETERMINATION DEFINED.—Paragraph
(2) of section 1377(b) is amended by striking
subparagraphs (A) and (B), by redesignating
subparagraph (C) as subparagraph (B), and by
inserting before subparagraph (B) (as so re-
designated) the following new subparagraph:

“(A) a determination as defined in section
1313(a), or™.

(c) REPEAL OF SPECIAL AUDIT PROVISIONS
FOR SUBCHAPTER S ITEMS.—

(1) GENERAL RULE.—Subchapter D of chap-
ter 63 (relating to tax treatment of sub-
chapter S items) is hereby repealed.

(2) CONSISTENT TREATMENT REQUIRED.—Sec-
tion 6037 (relating to return of S corporation)
is amended by adding at the end the follow-
ing new subsection:

“‘(c) SHAREHOLDER’S RETURN MusT BE CON-
SISTENT WITH CORPORATE RETURN OR SEC-
RETARY NOTIFIED OF INCONSISTENCY.—

“(1) IN GENERAL.—A shareholder of an S
corporation shall, on such shareholder’s re-
turn, treat a subchapter S item in a manner
which is consistent with the treatment of
such item on the corporate return.

““(2) NOTIFICATION OF INCONSISTENT TREAT-
MENT.—

“(A) IN GENERAL.—INn the case of any sub-
chapter S item, if—

“(i)(1) the corporation has filed a return
but the shareholder’s treatment on his re-
turn is (or may be) inconsistent with the
treatment of the item on the corporate re-
turn, or

“(11) the corporation has not filed a return,
and

“(ii) the shareholder files with the Sec-
retary a statement identifying the inconsist-
ency,
paragraph (1) shall not apply to such item.

““(B) SHAREHOLDER RECEIVING INCORRECT IN-
FORMATION.—A shareholder shall be treated
as having complied with clause (ii) of sub-
paragraph (A) with respect to a subchapter S
item if the shareholder—

““(i) demonstrates to the satisfaction of the
Secretary that the treatment of the sub-
chapter S item on the shareholder’s return is
consistent with the treatment of the item on
the schedule furnished to the shareholder by
the corporation, and

“(ii) elects to have this paragraph apply
with respect to that item.

““(3) EFFECT OF FAILURE TO NOTIFY.—In any
case—

““(A) described in subparagraph (A)(i)(l) of
paragraph (2), and

“(B) in which the shareholder does not
comply with subparagraph (A)(ii) of para-
graph (2),
any adjustment required to make the treat-
ment of the items by such shareholder con-
sistent with the treatment of the items on
the corporate return shall be treated as aris-
ing out of mathematical or clerical errors
and assessed according to section 6213(b)(1).
Paragraph (2) of section 6213(b) shall not
apply to any assessment referred to in the
preceding sentence.

““(4) SUBCHAPTER S ITEM.—For purposes of
this subsection, the term ‘subchapter S item’
means any item of an S corporation to the
extent that regulations prescribed by the
Secretary provide that, for purposes of this
subtitle, such item is more appropriately de-
termined at the corporation level than at the
shareholder level.

““(5) ADDITION TO TAX FOR FAILURE TO COM-
PLY WITH SECTION.—
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“For addition to tax in the case of a share-
holder’s negligence in connection with, or
disregard of, the requirements of this section,
see part Il of subchapter A of chapter 68.”.

(3) CONFORMING AMENDMENTS.—

(A) Section 1366 is amended by striking
subsection (g).

(B) Subsection (b) of section 6233 is amend-
ed to read as follows:

““(b) SIMILAR RULES IN CERTAIN CASES.—If a
partnership return is filed for any taxable
year but it is determined that there is no en-
tity for such taxable year, to the extent pro-
vided in regulations, rules similar to the
rules of subsection (a) shall apply.”.

(C) The table of subchapters for chapter 63
is amended by striking the item relating to
subchapter D.

SEC. 1308. S CORPORATIONS PERMITTED TO
HOLD SUBSIDIARIES.

(a) IN GENERAL.—Paragraph (2) of section
1361(b) (defining ineligible corporation) is
amended by striking subparagraph (A) and
by redesignating subparagraphs (B), (C), (D),
and (E) as subparagraphs (A), (B), (C), and
(D), respectively.

(b) TREATMENT OF CERTAIN WHOLLY OWNED
S CORPORATION SUBSIDIARIES.—Section
1361(b) (defining small business corporation)
is amended by adding at the end the follow-
ing new paragraph:

““(3) TREATMENT OF CERTAIN WHOLLY OWNED
SUBSIDIARIES.—

“(A) IN GENERAL.—For purposes of this
title—

‘(i) a corporation which is a qualified sub-
chapter S subsidiary shall not be treated as
a separate corporation, and

“(ii) all assets, liabilities, and items of in-
come, deduction, and credit of a qualified
subchapter S subsidiary shall be treated as
assets, liabilities, and such items (as the
case may be) of the S corporation.

““(B) QUALIFIED SUBCHAPTER S SUBSIDIARY.—
For purposes of this paragraph, the term
‘qualified subchapter S subsidiary’ means
any domestic corporation which is not an in-
eligible corporation (as defined in paragraph
(2)), if—

““(i) 100 percent of the stock of such cor-
poration is held by the S corporation, and

““(ii) the S corporation elects to treat such
corporation as a qualified subchapter S sub-
sidiary.

“(C) TREATMENT OF TERMINATIONS OF
QUALIFIED SUBCHAPTER S SUBSIDIARY STA-
Tus.—For purposes of this title, if any cor-
poration which was a qualified subchapter S
subsidiary ceases to meet the requirements
of subparagraph (B), such corporation shall
be treated as a new corporation acquiring all
of its assets (and assuming all of its liabil-
ities) immediately before such cessation
from the S corporation in exchange for its
stock.

‘(D) ELECTION AFTER TERMINATION.—If a
corporation’s status as a qualified sub-
chapter S subsidiary terminates, such cor-
poration (and any successor corporation)
shall not be eligible to make—

“(i) an election under subparagraph (B)(ii)
to be treated as a qualified subchapter S sub-
sidiary, or

““(ii) an election under section 1362(a) to be
treated as an S corporation,

before its 5th taxable year which begins after
the 1st taxable year for which such termi-
nation was effective, unless the Secretary
consents to such election.”

(c) CERTAIN DIVIDENDS NOT TREATED AS
PASSIVE INVESTMENT INCOME.—Paragraph (3)
of section 1362(d) is amended by adding at
the end the following new subparagraph:

“(F) TREATMENT OF CERTAIN DIVIDENDS.—If
an S corporation holds stock in a C corpora-
tion meeting the requirements of section
1504(a)(2), the term ‘passive investment in-

CONGRESSIONAL RECORD —SENATE

come’ shall not include dividends from such
C corporation to the extent such dividends
are attributable to the earnings and profits
of such C corporation derived from the active
conduct of a trade or business.”.

(d) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 1361 is amend-
ed by striking paragraph (6).

(2) Subsection (b) of section 1504 (defining
includible corporation) is amended by adding
at the end the following new paragraph:

““(8) An S corporation.”.

SEC. 1309. TREATMENT OF DISTRIBUTIONS DUR-
ING LOSS YEARS.

(a) ADJUSTMENTS FOR DISTRIBUTIONS TAKEN
INTO ACCOUNT BEFORE LOSSES.—

(1) Subparagraph (A) of section 1366(d)(1)
(relating to losses and deductions cannot ex-
ceed shareholder’s basis in stock and debt) is
amended by striking ‘“‘paragraph (1)’ and in-
serting ‘“‘paragraphs (1) and (2)(A)”.

(2) Subsection (d) of section 1368 (relating

to certain adjustments taken into account)
is amended by adding at the end the follow-
ing new sentence:
“In the case of any distribution made during
any taxable year, the adjusted basis of the
stock shall be determined with regard to the
adjustments provided in paragraph (1) of sec-
tion 1367(a) for the taxable year.”.

(b) ACCUMULATED ADJUSTMENTS ACCOUNT.—
Paragraph (1) of section 1368(e) (relating to
accumulated adjustments account) is amend-
ed by adding at the end the following new
subparagraph:

““(C) NET LOSS FOR YEAR DISREGARDED.—

“(i) IN GENERAL.—INn applying this section
to distributions made during any taxable
year, the amount in the accumulated adjust-
ments account as of the close of such taxable
year shall be determined without regard to
any net negative adjustment for such tax-
able year.

““(ii) NET NEGATIVE ADJUSTMENT.—For pur-
poses of clause (i), the term ‘net negative ad-
justment’ means, with respect to any taxable
year, the excess (if any) of—

“(1) the reductions in the account for the
taxable year (other than for distributions),
over

“(I1) the increases in such account for such
taxable year.”.

(c) CONFORMING AMENDMENTS.—Subpara-
graph (A) of section 1368(e)(1) is amended—

(1) by striking ‘“‘as provided in subpara-
graph (B)” and inserting ‘‘as otherwise pro-
vided in this paragraph’, and

(2) by striking ‘‘section 1367(b)(2)(A)”” and
inserting ‘‘section 1367(a)(2)”.

SEC. 1310. TREATMENT OF S CORPORATIONS
UNDER SUBCHAPTER C.

Subsection (a) of section 1371 (relating to
application of subchapter C rules) is amend-
ed to read as follows:

‘“(@) APPLICATION OF SUBCHAPTER C
RULES.—Except as otherwise provided in this
title, and except to the extent inconsistent
with this subchapter, subchapter C shall
apply to an S corporation and its sharehold-
ers.”.

SEC. 1311. ELIMINATION OF CERTAIN EARNINGS
AND PROFITS.

(a) IN GENERAL.—If—

(1) a corporation was an electing small
business corporation under subchapter S of
chapter 1 of the Internal Revenue Code of
1986 for any taxable year beginning before
January 1, 1983, and

(2) such corporation is an S corporation
under subchapter S of chapter 1 of such Code
for its first taxable year beginning after De-
cember 31, 1996,
the amount of such corporation’s accumu-
lated earnings and profits (as of the begin-
ning of such first taxable year) shall be re-
duced by an amount equal to the portion (if
any) of such accumulated earnings and prof-
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its which were accumulated in any taxable
year beginning before January 1, 1983, for
which such corporation was an electing
small business corporation under such sub-
chapter S.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (3) of section 1362(d), as
amended by section 1308, is amended—

(A) by striking ‘‘SUBCHAPTER C”’ in the
paragraph heading and inserting ‘“‘AccCumMu-
LATED”,

(B) by striking ‘‘subchapter C’ in subpara-
graph (A)(i)(1) and inserting ‘“‘accumulated’,
and

(C) by striking subparagraph (B) and redes-
ignating the following subparagraphs accord-
ingly.

(2)(A) Subsection (a) of section 1375 is
amended by striking ‘“‘subchapter C”’ in para-
graph (1) and inserting ““accumulated’.

(B) Paragraph (3) of section 1375(b) is
amended to read as follows:

““(3) PASSIVE INVESTMENT INCOME, ETC.—The
terms ‘passive investment income’ and ‘gross
receipts’ have the same respective meanings
as when used in paragraph (3) of section
1362(d).””.

(C) The section heading for section 1375 is
amended by striking ‘“‘subchapter ¢’ and in-
serting “‘accumulated”’.

(D) The table of sections for part 111 of sub-
chapter S of chapter 1 is amended by strik-
ing ‘“‘subchapter C”’ in the item relating to
section 1375 and inserting ‘‘accumulated’.

(3) Clause (i) of section 1042(c)(4)(A) is
amended by striking ‘‘section 1362(d)(3)(D)’
and inserting ‘‘section 1362(d)(3)(C)”".

SEC. 1312. CARRYOVER OF DISALLOWED LOSSES
AND DEDUCTIONS UNDER AT-RISK
RULES ALLOWED.

Paragraph (3) of section 1366(d) (relating to
carryover of disallowed losses and deductions
to post-termination transition period) is
amended by adding at the end the following
new subparagraph:

“(D) AT-RISK LIMITATIONS.—To the extent
that any increase in adjusted basis described
in subparagraph (B) would have increased
the shareholder’s amount at risk under sec-
tion 465 if such increase had occurred on the
day preceding the commencement of the
post-termination transition period, rules
similar to the rules described in subpara-
graphs (A) through (C) shall apply to any
losses disallowed by reason of section
465(a).”.

SEC. 1313. ADJUSTMENTS TO BASIS OF INHER-
ITED S STOCK TO REFLECT CERTAIN
ITEMS OF INCOME.

(a) IN GENERAL.—Subsection (b) of section
1367 (relating to adjustments to basis of
stock of shareholders, etc.) is amended by
adding at the end the following new para-
graph:

““(4) ADJUSTMENTS IN CASE OF INHERITED
STOCK.—

“(A) IN GENERAL.—If any person acquires
stock in an S corporation by reason of the
death of a decedent or by bequest, devise, or
inheritance, section 691 shall be applied with
respect to any item of income of the S cor-
poration in the same manner as if the dece-
dent had held directly his pro rata share of
such item.

““(B) ADJUSTMENTS TO BASIS.—The basis de-
termined under section 1014 of any stock in
an S corporation shall be reduced by the por-
tion of the value of the stock which is attrib-
utable to items constituting income in re-
spect of the decedent.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply in the
case of decedents dying after the date of the
enactment of this Act.
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SEC. 1314. S CORPORATIONS ELIGIBLE FOR
RULES APPLICABLE TO REAL PROP-
ERTY SUBDIVIDED FOR SALE BY
NONCORPORATE TAXPAYERS.

(a) IN GENERAL.—Subsection (a) of section
1237 (relating to real property subdivided for
sale) is amended by striking ‘“‘other than a
corporation” in the material preceding para-
graph (1) and inserting ‘“‘other than a C cor-
poration”.

(b) CONFORMING AMENDMENT.—Subpara-
graph (A) of section 1237(a)(2) is amended by
inserting “‘an S corporation which included
the taxpayer as a shareholder,” after ‘“‘con-
trolled by the taxpayer,”.

SEC. 1315. FINANCIAL INSTITUTIONS.

Subparagraph (A) of section 1361(b)(2) (de-
fining ineligible corporation), as redesig-
nated by section 1308(a), is amended to read
as follows:

“(A) a financial institution which uses the
reserve method of accounting for bad debts
described in section 585 or 593,".

SEC. 1316. CERTAIN EXEMPT ORGANIZATIONS AL-

LOWED TO BE SHAREHOLDERS.

(a) ELIGIBILITY TO BE SHAREHOLDERS.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 1361(b)(1) (defining small business cor-
poration) is amended to read as follows:

““(B) have as a shareholder a person (other
than an estate, a trust described in sub-
section (c)(2), or an organization described in
subsection (c)(7)) who is not an individual,”.

(2) ELIGIBLE EXEMPT ORGANIZATIONS.—Sec-
tion 1361(c) (relating to special rules for ap-
plying subsection (b)) is amended by adding
at the end the following new paragraph:

“(7) CERTAIN EXEMPT ORGANIZATIONS PER-
MITTED AS SHAREHOLDERS.—For purposes of
subsection (b)(1)(B), an organization which
is—

““(A) described in section 401(a) or 501(c)(3),
and

“(B) exempt from taxation under section
501(a),
may be a shareholder in an S corporation.”

(b) CONTRIBUTIONS OF S CORPORATION
STock.—Section 170(e)(1) (relating to certain
contributions of ordinary income and capital
gain property) is amended by adding at the
end the following new sentence: ‘“‘For pur-
poses of applying this paragraph in the case
of a charitable contribution of stock in an S
corporation, rules similar to the rules of sec-
tion 751 shall apply in determining whether
gain on such stock would have been long-
term capital gain if such stock were sold by
the taxpayer.”

(c) TREATMENT OF INCOME.—Section 512 (re-
lating to unrelated business taxable income),
as amended by section 1113, is amended by
adding at the end the following new sub-
section:

““(e) SPECIAL RULES APPLICABLE TO S COR-
PORATIONS.—

“(1) IN GENERAL.—If an organization de-
scribed in section 1361(c)(7) holds stock in an
S corporation—

“(A) such interest shall be treated as an in-
terest in an unrelated trade or business; and

““(B) notwithstanding any other provision
of this part, all items of income, loss, deduc-
tion or credit taken into account under sec-
tion 1366(a) and any gain or loss on the dis-
position of the stock in the S corporation
shall be taken into account in computing the
unrelated business taxable income of such
organization.

““(2) DISPOSITION GAIN.—For purposes of
paragraph (1), gain on the sale or other dis-
position of C corporation stock which was an
S corporation at any time the organization
held such stock shall be treated as gain from
the disposition of stock in an S corporation
to the extent of any gain which the organiza-
tion would have realized if it had sold the
stock for fair market value as of the last day
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of the corporation’s last taxable year as an S
corporation.”

(d) CERTAIN BENEFITS NOT APPLICABLE TO S
CORPORATIONS.—

(1) CONTRIBUTION TO ESoPs.—Paragraph (9)
of section 404(a) (relating to certain con-
tributions to employee ownership plans) is
amended by inserting at the end the follow-
ing new subparagraph:

“(C) S CORPORATIONS.—This paragraph
shall not apply to an S corporation.”

(2) DIVIDENDS ON EMPLOYER SECURITIES.—
Paragraph (1) of section 404(k) (relating to
deduction for dividends on certain employer
securities) is amended by striking ‘‘a cor-
poration’ and inserting ‘‘a C corporation’’.

(3) EXCHANGE TREATMENT.—Subparagraph
(A) of section 1042(c)(1) (defining qualified se-
curities) is amended by striking ‘‘domestic
corporation’” and inserting ‘“‘domestic C cor-
poration”.

(e) CONFORMING AMENDMENT.—Clause (i) of
section 1361(e)(1)(A), as added by section 1302,
is amended by striking ‘““‘which holds a con-
tingent interest and is not a potential cur-
rent beneficiary”.

(f) EFFeCTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1997.

SEC. 1317. EFFECTIVE DATE.

(a) IN GENERAL.—Except as otherwise pro-
vided in this subtitle, the amendments made
by this subtitle shall apply to taxable years
beginning after December 31, 1996.

(b) TREATMENT OF CERTAIN ELECTIONS
UNDER PRIOR LAwW.—For purposes of section
1362(g) of the Internal Revenue Code of 1986
(relating to election after termination), any
termination under section 1362(d) of such
Code in a taxable year beginning before Jan-
uary 1, 1997, shall not be taken into account.

Subtitle D—Pension Simplification

CHAPTER 1—SIMPLIFIED DISTRIBUTION
RULES
SEC. 1401. REPEAL OF 5-YEAR INCOME AVERAG-
ING FOR LUMP-SUM DISTRIBUTIONS.

(a) IN GENERAL.—Subsection (d) of section
402 (relating to taxability of beneficiary of
employees’ trust) is amended to read as fol-
lows:

““(d) TAXABILITY OF BENEFICIARY OF CER-
TAIN FOREIGN SITUS TRUSTS.—For purposes
of subsections (a), (b), and (c), a stock bonus,
pension, or profit-sharing trust which would
qualify for exemption from tax under section
501(a) except for the fact that it is a trust
created or organized outside the United
States shall be treated as if it were a trust
exempt from tax under section 501(a).”’.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (D) of section 402(e)(4)
(relating to other rules applicable to exempt
trusts) is amended to read as follows:

‘(D) LUMP-SUM DISTRIBUTION.—For
poses of this paragraph—

“(i) IN GENERAL.—The term ‘lump sum dis-
tribution” means the distribution or pay-
ment within one taxable year of the recipi-
ent of the balance to the credit of an em-
ployee which becomes payable to the recipi-
ent—

“(1) on account of the employee’s death,

“(I1) after the employee attains age 59>,

“(111) on account of the employee’s separa-
tion from service, or

“(1Vv) after the employee has become dis-
abled (within the meaning of section
72(m)(7)),
from a trust which forms a part of a plan de-
scribed in section 401(a) and which is exempt
from tax under section 501 or from a plan de-
scribed in section 403(a). Subclause (111) of
this clause shall be applied only with respect
to an individual who is an employee without
regard to section 401(c)(1), and subclause (1V)
shall be applied only with respect to an em-
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ployee within the meaning of section
401(c)(1). For purposes of this clause, a dis-
tribution to two or more trusts shall be
treated as a distribution to one recipient.
For purposes of this paragraph, the balance
to the credit of the employee does not in-
clude the accumulated deductible employee
contributions under the plan (within the
meaning of section 72(0)(5)).

“(ii) AGGREGATION OF CERTAIN TRUSTS AND
PLANS.—For purposes of determining the bal-
ance to the credit of an employee under
clause (i)—

“(1) all trusts which are part of a plan shall
be treated as a single trust, all pension plans
maintained by the employer shall be treated
as a single plan, all profit-sharing plans
maintained by the employer shall be treated
as a single plan, and all stock bonus plans
maintained by the employer shall be treated
as a single plan, and

“(I1) trusts which are not qualified trusts
under section 401(a) and annuity contracts
which do not satisfy the requirements of sec-
tion 404(a)(2) shall not be taken into account.

“(iif) COMMUNITY PROPERTY LAWS.—The
provisions of this paragraph shall be applied
without regard to community property laws.

““(iv) AMOUNTS SUBJECT TO PENALTY.—This
paragraph shall not apply to amounts de-
scribed in subparagraph (A) of section
72(m)(5) to the extent that section 72(m)(5)
applies to such amounts.

““(v) BALANCE TO CREDIT OF EMPLOYEE NOT
TO INCLUDE AMOUNTS PAYABLE UNDER QUALI-
FIED DOMESTIC RELATIONS ORDER.—FoOr pur-
poses of this paragraph, the balance to the
credit of an employee shall not include any
amount payable to an alternate payee under
a qualified domestic relations order (within
the meaning of section 414(p)).

““(vi) TRANSFERS TO COST-OF-LIVING AR-
RANGEMENT NOT TREATED AS DISTRIBUTION.—
For purposes of this paragraph, the balance
to the credit of an employee under a defined
contribution plan shall not include any
amount transferred from such defined con-
tribution plan to a qualified cost-of-living
arrangement (within the meaning of section
415(k)(2)) under a defined benefit plan.

““(vii) LUMP-SUM DISTRIBUTIONS OF ALTER-
NATE PAYEES.—If any distribution or pay-
ment of the balance to the credit of an em-
ployee would be treated as a lump-sum dis-
tribution, then, for purposes of this para-
graph, the payment under a qualified domes-
tic relations order (within the meaning of
section 414(p)) of the balance to the credit of
an alternate payee who is the spouse or
former spouse of the employee shall be treat-
ed as a lump-sum distribution. For purposes
of this clause, the balance to the credit of
the alternate payee shall not include any
amount payable to the employee.”.

(2) Section 402(c) (relating to rules applica-
ble to rollovers from exempt trusts) is
amended by striking paragraph (10).

(3) Paragraph (1) of section 55(c) (defining
regular tax) is amended by striking ‘‘shall
not include any tax imposed by section 402(d)
and”.

(4) Paragraph (8) of section 62(a) (relating
to certain portion of lump-sum distributions
from pension plans taxed under section
402(d)) is hereby repealed.

(5) Section 401(a)(28)(B) (relating to coordi-
nation with distribution rules) is amended
by striking clause (v).

(6) Subparagraph (B)(ii) of section
401(k)(10) (relating to distributions that
must be lump-sum distributions) is amended
to read as follows:

“(ii) LUMP-SUM DISTRIBUTION.—For pur-
poses of this subparagraph, the term ‘lump-
sum distribution” has the meaning given
such term by section 402(e)(4)(D) (without re-
gard to subclauses (1), (1), (I111), and (IV) of
clause (i) thereof).”.
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(7) Section 406(c) (relating to termination
of status as deemed employee not to be
treated as separation from service for pur-
poses of limitation of tax) is hereby repealed.

(8) Section 407(c) (relating to termination
of status as deemed employee not to be
treated as separation from service for pur-
poses of limitation of tax) is hereby repealed.

(9) Section 691(c) (relating to deduction for
estate tax) is amended by striking paragraph
(5).
(10) Paragraph (1) of section 871(b) (relating
to imposition of tax) is amended by striking
‘“‘section 1, 55, or 402(d)(1)” and inserting
““section 1 or 55”.

(11) Subsection (b) of section 877 (relating
to alternative tax) is amended by striking
“‘section 1, 55, or 402(d)(1)”” and inserting
““section 1 or 55”".

(12) Section 4980A(c)(4) is amended—

(A) by striking ‘‘to which an election under
section 402(d)(4)(B) applies” and inserting
“‘(as defined in section 402(e)(4)(D)) with re-
spect to which the individual elects to have
this paragraph apply”’,

(B) by adding at the end the following new
flush sentence:

“An individual may elect to have this para-
graph apply to only one lump-sum distribu-
tion.”, and

(C) by striking the heading and inserting:

‘“(4) SPECIAL ONE-TIME ELECTION.—"".

(13) Section 402(e) is amended by striking
paragraph (5).

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 1999.

(2) RETENTION OF CERTAIN TRANSITION
RULES.—The amendments made by this sec-
tion shall not apply to any distribution for
which the taxpayer is eligible to elect the
benefits of section 1122 (h)(3) or (h)(5) of the
Tax Reform Act of 1986. Notwithstanding the
preceding sentence, individuals who elect
such benefits after December 31, 1999, shall
not be eligible for 5-year averaging under
section 402(d) of the Internal Revenue Code
of 1986 (as in effect immediately before such
amendments).

SEC. 1402. REPEAL OF $5,000 EXCLUSION OF EM-
PLOYEES' DEATH BENEFITS.

(@) IN GENERAL.—Subsection (b) of section
101 is hereby repealed.

(b) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 101 is amended
by striking ‘“‘subsection (a) or (b)” and in-
serting ‘‘subsection (a)”’.

(2) Sections 406(e) and 407(e) are each
amended by striking paragraph (2) and by re-
designating paragraph (3) as paragraph (2).

(3) Section 7701(a)(20) is amended by strik-
ing “*, for the purpose of applying the provi-
sions of section 101(b) with respect to em-
ployees’ death benefits’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to decedents dying after the date of the en-
actment of this Act.

SEC. 1403. SIMPLIFIED METHOD FOR TAXING AN-
NUITY DISTRIBUTIONS UNDER CER-
TAIN EMPLOYER PLANS.

(a) GENERAL RULE.—Subsection (d) of sec-
tion 72 (relating to annuities; certain pro-
ceeds of endowment and life insurance con-
tracts) is amended to read as follows:

““(d) SPECIAL RULES FOR QUALIFIED EMm-
PLOYER RETIREMENT PLANS.—

““(1) SIMPLIFIED METHOD OF TAXING ANNUITY
PAYMENTS.—

“(A) IN GENERAL.—In the case of any
amount received as an annuity under a
qualified employer retirement plan—

‘(i) subsection (b) shall not apply, and

“(ii) the investment in the contract shall
be recovered as provided in this paragraph.

““(B) METHOD OF RECOVERING INVESTMENT IN
CONTRACT.—
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“(i) IN GENERAL.—Gross income shall not
include so much of any monthly annuity
payment under a qualified employer retire-
ment plan as does not exceed the amount ob-
tained by dividing—

“(1) the investment in the contract (as of
the annuity starting date), by

“(I1) the number of anticipated payments
determined under the table contained in
clause (iii) (or, in the case of a contract to
which subsection (c)(3)(B) applies, the num-
ber of monthly annuity payments under such
contract).

““(if) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (2)
and (3) of subsection (b) shall apply for pur-
poses of this paragraph.

““(iii) NUMBER OF ANTICIPATED PAYMENTS.—
“If the age of the pri-
mary annuitant on
the annuity start-

The number of
anticipated

ing date is: payments is:

Not more than 55 360
More than 55 but

not more than 60 .... 310
More than 60 but

not more than 65 ... 260
More than 65 but

not more than 70 ... 210

More than 70 ..... 160.

““(C) ADJUSTMENT FOR REFUND FEATURE NOT
APPLICABLE.—For purposes of this paragraph,
investment in the contract shall be deter-
mined under subsection (c)(1) without regard
to subsection (c)(2).

‘(D) SPECIAL RULE WHERE LUMP SUM PAID IN
CONNECTION WITH COMMENCEMENT OF ANNUITY
PAYMENTS.—If, in connection with the com-
mencement of annuity payments under any
qualified employer retirement plan, the tax-
payer receives a lump sum payment—

‘(i) such payment shall be taxable under
subsection (e) as if received before the annu-
ity starting date, and

“(if) the investment in the contract for
purposes of this paragraph shall be deter-
mined as if such payment had been so re-
ceived.

““(E) EXCeEPTION.—This paragraph shall not
apply in any case where the primary annu-
itant has attained age 75 on the annuity
starting date unless there are fewer than 5
years of guaranteed payments under the an-
nuity.

“(F) ADJUSTMENT WHERE ANNUITY PAY-
MENTS NOT ON MONTHLY BASIS.—In any case
where the annuity payments are not made
on a monthly basis, appropriate adjustments
in the application of this paragraph shall be
made to take into account the period on the
basis of which such payments are made.

“(G) QUALIFIED EMPLOYER RETIREMENT
PLAN.—For purposes of this paragraph, the
term ‘qualified employer retirement plan’
means any plan or contract described in
paragraph (1), (2), or (3) of section 4974(c).

‘“(2) TREATMENT OF EMPLOYEE CONTRIBU-
TIONS UNDER DEFINED CONTRIBUTION PLANS.—
For purposes of this section, employee con-
tributions (and any income allocable there-
to) under a defined contribution plan may be
treated as a separate contract.”.

(b) EFFeECTIVE DATE.—The amendment
made by this section shall apply in cases
where the annuity starting date is after the
90th day after the date of the enactment of
this Act.

SEC. 1404. REQUIRED DISTRIBUTIONS.

(a) IN GENERAL.—Section 401(a)(9)(C) (de-
fining required beginning date) is amended
to read as follows:

““(C) REQUIRED BEGINNING DATE.—For pur-
poses of this paragraph—

“(i) IN GENERAL.—The term ‘required be-
ginning date’ means April 1 of the calendar
year following the later of—

“(I) the calendar year in which the em-
ployee attains age 70%2, or
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“(I1) the calendar year in which the em-
ployee retires.

“(if) ExXCepPTION.—Subclause (I1) of clause
(i) shall not apply—

“(1) except as provided in section 409(d), in
the case of an employee who is a 5-percent
owner (as defined in section 416) with respect
to the plan year ending in the calendar year
in which the employee attains age 70%2, or

“(I1) for purposes of section 408 (a)(6) or
0)@3).

“(iil) ACTUARIAL ADJUSTMENT.—In the case
of an employee to whom clause (i)(11) applies
who retires in a calendar year after the cal-
endar year in which the employee attains
age 70%2, the employee’s accrued benefit shall
be actuarially increased to take into account
the period after age 70%2 in which the em-
ployee was not receiving any benefits under
the plan.

“(iv) EXCEPTION FOR GOVERNMENTAL AND
CHURCH PLANS.—Clauses (ii) and (iii) shall
not apply in the case of a governmental plan
or church plan. For purposes of this clause,
the term ‘church plan’ means a plan main-
tained by a church for church employees,
and the term ‘church’ means any church (as
defined in section 3121(w)(3)(A)) or qualified
church-controlled organization (as defined in
section 3121(w)(3)(B)).”".

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 1996.

CHAPTER 2—INCREASED ACCESS TO
RETIREMENT PLANS

Subchapter A—Simple Savings Plans

SEC. 1421. ESTABLISHMENT OF SAVINGS INCEN-
TIVE MATCH PLANS FOR EMPLOY-
EES OF SMALL EMPLOYERS.

(a) IN GENERAL.—Section 408 (relating to
individual retirement accounts) is amended
by redesignating subsection (p) as subsection
(g) and by inserting after subsection (0) the
following new subsection:

““(p) SIMPLE RETIREMENT ACCOUNTS.—

“(1) IN GENERAL.—For purposes of this
title, the term ‘simple retirement account’
means an individual retirement plan (as de-
fined in section 7701(a)(37))—

“(A) with respect to which the require-
ments of paragraphs (3), (4), and (5) are met;
and

“(B) with respect to which the only con-
tributions allowed are contributions under a
qualified salary reduction arrangement.

“(2) QUALIFIED SALARY REDUCTION AR-
RANGEMENT.—

“(A) IN GENERAL.—For purposes of this sub-
section, the term ‘qualified salary reduction
arrangement’ means a written arrangement
of an eligible employer under which—

“(i) an employee eligible to participate in
the arrangement may elect to have the em-
ployer make payments—

“(1) as elective employer contributions to
a simple retirement account on behalf of the
employee, or

“(11) to the employee directly in cash,

“(ii) the amount which an employee may
elect under clause (i) for any year is required
to be expressed as a percentage of compensa-
tion and may not exceed a total of $6,000 for
any year,

“(iif) the employer is required to make a
matching contribution to the simple retire-
ment account for any year in an amount
equal to so much of the amount the em-
ployee elects under clause (i)(I) as does not
exceed the applicable percentage of com-
pensation for the year, and

“(iv) no contributions may be made other
than contributions described in clause (i) or

(iii).
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““(B) EMPLOYER MAY ELECT 2-PERCENT NON-
ELECTIVE CONTRIBUTION.—

“(i) IN GENERAL.—AN employer shall be
treated as meeting the requirements of sub-
paragraph (A)(iii) for any year if, in lieu of
the contributions described in such clause,
the employer elects to make nonelective
contributions of 2 percent of compensation
for each employee who is eligible to partici-
pate in the arrangement and who has at least
$5,000 of compensation from the employer for
the year. If an employer makes an election
under this subparagraph for any year, the
employer shall notify employees of such
election within a reasonable period of time
before the 60-day period for such year under
paragraph (5)(C).

““(ii) COMPENSATION LIMITATION.—The com-
pensation taken into account under clause
(i) for any year shall not exceed the limita-
tion in effect for such year under section
401(a)(17).

“(C) DEFINITIONS.—For purposes of this
subsection—

““(i) ELIGIBLE EMPLOYER.—

“(I) IN GENERAL.—The term ‘eligible em-
ployer’ means, with respect to any year, an
employer which had no more than 100 em-
ployees who received at least $5,000 of com-
pensation from the employer for the preced-
ing year.

“(I1) 2-YEAR GRACE PERIOD.—AN eligible
employer who establishes and maintains a
plan under this subsection for 1 or more
years and who fails to be an eligible em-
ployer for any subsequent year shall be
treated as an eligible employer for the 2
years following the last year the employer
was an eligible employer. If such failure is
due to any acquisition, disposition, or simi-
lar transaction involving an eligible em-
ployer, the preceding sentence shall apply
only in accordance with rules similar to the
rules of section 410(b)(6)(C)(i).

““(ii) APPLICABLE PERCENTAGE.—

“(1) IN GENERAL.—The term ‘applicable per-
centage’ means 3 percent.

“(I1) ELECTION OF LOWER PERCENTAGE.—AnN
employer may elect to apply a lower per-
centage (not less than 1 percent) for any year
for all employees eligible to participate in
the plan for such year if the employer noti-
fies the employees of such lower percentage
within a reasonable period of time before the
60-day election period for such year under
paragraph (5)(C). An employer may not elect
a lower percentage under this subclause for
any year if that election would result in the
applicable percentage being lower than 3 per-
cent in more than 2 of the years in the 5-year
period ending with such year.

“(111) SPECIAL RULE FOR YEARS ARRANGE-
MENT NOT IN EFFECT.—If any year in the 5-
year period described in subclause (Il) is a
year prior to the first year for which any
qualified salary reduction arrangement is in
effect with respect to the employer (or any
predecessor), the employer shall be treated
as if the level of the employer matching con-
tribution was at 3 percent of compensation
for such prior year.

‘(D) ARRANGEMENT MAY BE ONLY PLAN OF
EMPLOYER.—

“(i) IN GENERAL.—AN arrangement shall
not be treated as a qualified salary reduction
arrangement for any year if the employer (or
any predecessor employer) maintained a
qualified plan with respect to which con-
tributions were made, or benefits were ac-
crued, for service in any year in the period
beginning with the year such arrangement
became effective and ending with the year
for which the determination is being made.

““(i1) QUALIFIED PLAN.—For purposes of this
subparagraph, the term ‘qualified plan’
means a plan, contract, pension, or trust de-
scribed in subparagraph (A) or (B) of section
219(9)(5)-
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“(E) COST-OF-LIVING ADJUSTMENT.—The
Secretary shall adjust the $6,000 amount
under subparagraph (A)(ii) at the same time
and in the same manner as under section
415(d), except that the base period taken into
account shall be the calendar quarter ending
September 30, 1996, and any increase under
this subparagraph which is not a multiple of
$500 shall be rounded to the next lower mul-
tiple of $500.

““(3) VESTING REQUIREMENTS.—The require-
ments of this paragraph are met with respect
to a simple retirement account if the em-
ployee’s rights to any contribution to the
simple retirement account are nonforfeit-
able. For purposes of this paragraph, rules
similar to the rules of subsection (k)(4) shall
apply.

““(4) PARTICIPATION REQUIREMENTS.—

“(A) IN GENERAL.—The requirements of
this paragraph are met with respect to any
simple retirement account for a year only if,
under the qualified salary reduction arrange-
ment, all employees of the employer who—

“(i) received at least $5,000 in compensa-
tion from the employer during any 2 preced-
ing years, and

““(ii) are reasonably expected to receive at
least $5,000 in compensation during the year,

are eligible to make the election under para-
graph (2)(A)(i) or receive the nonelective
contribution described in paragraph (2)(B).

““(B) EXCLUDABLE EMPLOYEES.—AN em-
ployer may elect to exclude from the re-
quirement under subparagraph (A) employ-
ees described in section 410(b)(3).

‘“(5) ADMINISTRATIVE REQUIREMENTS.—The
requirements of this paragraph are met with
respect to any simplified retirement account
if, under the qualified salary reduction ar-
rangement—

“(A) an employer must—

‘(i) make the elective employer contribu-
tions under paragraph (2)(A)(i) not later than
the close of the 30-day period following the
last day of the month with respect to which
the contributions are to be made, and

“(if) make the matching contributions
under paragraph (2)(A)(iii) or the nonelective
contributions under paragraph (2)(B) not
later than the date described in section
404(m)(2)(B),

‘“(B) an employee may elect to terminate
participation in such arrangement at any
time during the year, except that if an em-
ployee so terminates, the arrangement may
provide that the employee may not elect to
resume participation until the beginning of
the next year, and

““(C) each employee eligible to participate
may elect, during the 60-day period before
the beginning of any year (and the 60-day pe-
riod before the first day such employee is eli-
gible to participate), to participate in the ar-
rangement, or to modify the amounts sub-
ject to such arrangement, for such year.

‘“(6) DEFINITIONS.—For purposes of this sub-
section—

““(A) COMPENSATION.—

““(i) IN GENERAL.—The term ‘compensation’
means amounts described in paragraphs (3)
and (8) of section 6051(a).

‘“(if) SELF-EMPLOYED.—In the case of an
employee described in subparagraph (B), the
term ‘compensation’ means net earnings
from self-employment determined under sec-
tion 1402(a) without regard to any contribu-
tion under this subsection.

‘“(B) EMPLOYEE.—The term ‘employee’ in-

cludes an employee as defined in section
401(c)(1).

““(C) YEAR.—The term ‘year’ means the cal-
endar year.

““(7) USE OF DESIGNATED FINANCIAL INSTITU-
TION.—A plan shall not be treated as failing
to satisfy the requirements of this sub-
section or any other provision of this title
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merely because the employer makes all con-
tributions to the individual retirement ac-
counts or annuities of a designated trustee
or issuer. The preceding sentence shall not
apply unless each plan participant is notified
in writing (either separately or as part of the
notice under subsection (1)(2)(C)) that the
participant’s balance may be transferred
without cost or penalty to another individ-
ual account or annuity in accordance with
section 408(d)(3)(G).””

(b) TAX TREATMENT OF SIMPLE RETIREMENT
ACCOUNTS.—

(1) DEDUCTIBILITY OF CONTRIBUTIONS BY EM-
PLOYEES.—

(A) Section 219(b) (relating to maximum
amount of deduction) is amended by adding
at the end the following new paragraph:

““(4) SPECIAL RULE FOR SIMPLE RETIREMENT
ACCOUNTS.—This section shall not apply with
respect to any amount contributed to a sim-
ple retirement account established under
section 408(p).”.

(B) Section 219(g)(5)(A) (defining active
participant) is amended by striking ‘‘or’” at
the end of clause (iv) and by adding at the
end the following new clause:

““(vi) any simple retirement account (with-
in the meaning of section 408(p)), or”.

(2) DEDUCTIBILITY OF EMPLOYER CONTRIBU-
TIONS.—Section 404 (relating to deductions
for contributions of an employer to pension,
etc. plans) is amended by adding at the end
the following new subsection:

““(m) SPECIAL RULES FOR SIMPLE RETIRE-
MENT ACCOUNTS.—

“(1) IN GENERAL.—Employer contributions
to a simple retirement account shall be
treated as if they are made to a plan subject
to the requirements of this section.

“(2) TIMING.—

““(A) DeDuUCTION.—Contributions described
in paragraph (1) shall be deductible in the
taxable year of the employer with or within
which the calendar year for which the con-
tributions were made ends.

““(B) CONTRIBUTIONS AFTER END OF YEAR.—
For purposes of this subsection, contribu-
tions shall be treated as made for a taxable
year if they are made on account of the tax-
able year and are made not later than the
time prescribed by law for filing the return
for the taxable year (including extensions
thereof).”.

(3) CONTRIBUTIONS AND DISTRIBUTIONS.—

(A) Section 402 (relating to taxability of
beneficiary of employees’ trust) is amended
by adding at the end the following new sub-
section:

“(k) TREATMENT OF SIMPLE RETIREMENT
AcCOoUNTSs.—Rules similar to the rules of
paragraphs (1) and (3) of subsection (h) shall
apply to contributions and distributions
with respect to a simple retirement account
under section 408(p).”".

(B) Section 408(d)(3) is amended by adding
at the end the following new subparagraph:

“(G) SIMPLE RETIREMENT ACCOUNTS.—This
paragraph shall not apply to any amount
paid or distributed out of a simple retire-
ment account (as defined in section 408(p))
unless—

“(i) it is paid into another simple retire-
ment account, or

“(ii) in the case of any payment or dis-
tribution to which section 72(t)(6) does not
apply, it is paid into an individual retire-
ment plan.”.

(C) Clause (i) of section 457(c)(2)(B) is
amended by striking ‘‘section 402(h)(1)(B)”’
and inserting ‘“‘section 402(h)(1)(B) or (k).

(4) PENALTIES.—

(A) EARLY WITHDRAWALS.—Section 72(t) (re-
lating to additional tax in early distribu-
tions) is amended by adding at the end the
following new paragraph:
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““(6) SPECIAL RULES FOR SIMPLE RETIREMENT
ACCOUNTS.—INn the case of any amount re-
ceived from a simple retirement account
(within the meaning of section 408(p)) during
the 2-year period beginning on the date such
individual first participated in any qualified
salary reduction arrangement maintained by
the individual’s employer under section
408(p)(2), paragraph (1) shall be applied by
substituting ‘25 percent’ for ‘10 percent’.”.

(B) FAILURE TO REPORT.—Section 6693 is
amended by redesignating subsection (c) as
subsection (d) and by inserting after sub-
section (b) the following new subsection:

““(c) PENALTIES RELATING TO SIMPLE RE-
TIREMENT ACCOUNTS.—

‘(1) EMPLOYER PENALTIES.—AN employer
who fails to provide 1 or more notices re-
quired by section 408(1)(2)(C) shall pay a pen-
alty of $50 for each day on which such fail-
ures continue.

““(2) TRUSTEE PENALTIES.—A trustee who
fails—

“(A) to provide 1 or more statements re-
quired by the last sentence of section 408(i)
shall pay a penalty of $50 for each day on
which such failures continue, or

““(B) to provide 1 or more summary descrip-
tions required by section 408(1)(2)(B) shall
pay a penalty of $50 for each day on which
such failures continue.

““(3) REASONABLE CAUSE EXCEPTION.—NoO
penalty shall be imposed under this sub-
section with respect to any failure which the
taxpayer shows was due to reasonable
cause.”.

(5) REPORTING REQUIREMENTS.—

(A) Section 408(l) is amended by adding at
the end the following new paragraph:

““(2) SIMPLE RETIREMENT ACCOUNTS.—

“(A) NO EMPLOYER REPORTS.—EXxcept as
provided in this paragraph, no report shall be
required under this section by an employer
maintaining a qualified salary reduction ar-
rangement under subsection (p).

“(B) SUMMARY DESCRIPTION.—The trustee
of any simple retirement account established
pursuant to a qualified salary reduction ar-
rangement under subsection (p) shall provide
to the employer maintaining the arrange-
ment, each year a description containing the
following information:

‘(i) The name and address of the employer
and the trustee.

“(ii) The requirements for eligibility for
participation.

““(iii) The benefits provided with respect to
the arrangement.

“(iv) The time and method of making elec-
tions with respect to the arrangement.

“(v) The procedures for, and effects of,
withdrawals (including rollovers) from the
arrangement.

“(C) EMPLOYEE NOTIFICATION.—The em-
ployer shall notify each employee imme-
diately before the period for which an elec-
tion described in subsection (p)(5)(C) may be
made of the employee’s opportunity to make
such election. Such notice shall include a
copy of the description described in subpara-
graph (B).”.

(B) Section 408(l) is amended by striking
“An employer’ and inserting the following:

““(1) IN GENERAL.—AN employer”.

(6) REPORTING REQUIREMENTS.—Section
408(i) is amended by adding at the end the
following new flush sentence:

“In the case of a simple retirement account
under subsection (p), only one report under
this subsection shall be required to be sub-
mitted each calendar year to the Secretary
(at the time provided under paragraph (2))
but, in addition to the report under this sub-
section, there shall be furnished, within 30
days after each calendar year, to the individ-
ual on whose behalf the account is main-
tained a statement with respect to the ac-
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count balance as of the close of, and the ac-
count activity during, such calendar year.”.

(7) EXEMPTION FROM TOP-HEAVY PLAN
RULES.—Section 416(g)(4) (relating to special
rules for top-heavy plans) is amended by add-
ing at the end the following new subpara-
graph:

“(G) SIMPLE RETIREMENT ACCOUNTS.—The
term ‘top-heavy plan’ shall not include a
simple retirement account under section
408(p).”".

(8) EMPLOYMENT TAXES.—

(A) Paragraph (5) of section 3121(a) is
amended by striking ‘“‘or’’ at the end of sub-
paragraph (F), by inserting ‘““or”’ at the end
of subparagraph (G), and by adding at the
end the following new subparagraph:

““(H) under an arrangement to which sec-
tion 408(p) applies, other than any elective
contributions under paragraph (2)(A)(i)
thereof,”.

(B) Section 209(a)(4) of the Social Security
Act is amended by inserting ‘‘; or (J) under
an arrangement to which section 408(p) of
such Code applies, other than any elective

contributions under paragraph (2)(A)(i)
thereof”” before the semicolon at the end
thereof.

(C) Paragraph (5) of section 3306(b) is
amended by striking ‘“‘or”” at the end of sub-
paragraph (F), by inserting ‘“‘or’”’ at the end
of subparagraph (G), and by adding at the
end the following new subparagraph:

““(H) under an arrangement to which sec-
tion 408(p) applies, other than any elective
contributions under paragraph (2)(A)(i)
thereof,”.

(D) Paragraph (12) of section 3401(a) is
amended by adding the following new sub-
paragraph:

“(D) under an arrangement to which sec-
tion 408(p) applies; or”’.

(9) CONFORMING AMENDMENTS.—

(A) Section 280G(b)(6) is amended by strik-
ing ‘“‘or’” at the end of subparagraph (B), by
striking the period at the end of subpara-
graph (C) and inserting ‘‘, or’” and by adding
after subparagraph (C) the following new
subparagraph:

‘(D) a simple retirement account described
in section 408(p).”".

(B) Section 402(g)(3) is amended by striking
““and” at the end of subparagraph (B), by
striking the period at the end of subpara-
graph (C) and inserting ‘‘, and”’, and by add-
ing after subparagraph (C) the following new
subparagraph:

‘(D) any elective employer contribution
under section 408(p)(2)(A)(1).”.

(C) Subsections (b), (c), (m)(4)(B), and
(n)(3)(B) of section 414 are each amended by
inserting “‘408(p),”” after “*408(k),”’.

(D) Section 4972(d)(1)(A) is amended by
striking ‘““‘and” at the end of clause (ii), by
striking the period at the end of clause (iii)
and inserting ‘‘, and’’, and by adding after
clause (iii) the following new clause:

“(iv) any simple retirement account (with-
in the meaning of section 408(p)).”.

() REPEAL OF SALARY REDUCTION SIM-
PLIFIED EMPLOYEE PENSIONS.—Section
408(k)(6) is amended by adding at the end the
following new subparagraph:

““(H) TERMINATION.—This paragraph shall
not apply to years beginning after December
31, 1996. The preceding sentence shall not
apply to a simplified employee pension if the
terms of such pension, as in effect on Decem-
ber 31, 1996, provide that an employee may
make the election described in subparagraph
A).”.
¢ ()d) MODIFICATIONS OF ERISA.—

(1) REPORTING REQUIREMENTS.—Section 101
of the Employee Retirement Income Secu-
rity Act of 1974 (29 U.S.C. 1021) is amended by
redesignating subsection (g) as subsection
(h) and by inserting after subsection (f) the
following new subsection:
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““(g) SIMPLE RETIREMENT ACCOUNTS.—

““(1) NO EMPLOYER REPORTS.—EXxcept as pro-
vided in this subsection, no report shall be
required under this section by an employer
maintaining a qualified salary reduction ar-
rangement under section 408(p) of the Inter-
nal Revenue Code of 1986.

““(2) SUMMARY DESCRIPTION.—The trustee of
any simple retirement account established
pursuant to a qualified salary reduction ar-
rangement under section 408(p) of such Code
shall provide to the employer maintaining
the arrangement each year a description
containing the following information:

““(A) The name and address of the employer
and the trustee.

“(B) The requirements for eligibility for
participation.

““(C) The benefits provided with respect to
the arrangement.

‘(D) The time and method of making elec-
tions with respect to the arrangement.

“(E) The procedures for, and effects of,
withdrawals (including rollovers) from the
arrangement.

““(3) EMPLOYEE NOTIFICATION.—The em-
ployer shall notify each employee imme-
diately before the period for which an elec-
tion described in section 408(p)(5)(C) of such
Code may be made of the employee’s oppor-
tunity to make such election. Such notice
shall include a copy of the description de-
scribed in paragraph (2).”

(2) FIDUCIARY DUTIES.—Section 404(c) of
such Act (29 U.S.C. 1104(c)) is amended by in-
serting ‘“‘(1)” after *‘(c)”’, by redesignating
paragraphs (1) and (2) as subparagraphs (A)
and (B), respectively, and by adding at the
end the following new paragraph:

“(2) In the case of a simple retirement ac-
count established pursuant to a qualified sal-
ary reduction arrangement under section
408(p) of the Internal Revenue Code of 1986, a
participant or beneficiary shall, for purposes
of paragraph (1), be treated as exercising
control over the assets in the account upon
the earliest of—

“(A) an affirmative election with respect
to the initial investment of any contribu-
tion,

‘“(B) a rollover to any other simple retire-
ment account or individual retirement plan,
or

“(C) one year after the simple retirement
account is established.

No reports, other than those required under
section 101(g), shall be required with respect
to a simple retirement account established
pursuant to such a qualified salary reduction
arrangement.”

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

SEC. 1422. EXTENSION OF SIMPLE PLAN TO 401(k)
ARRANGEMENTS.

(@) ALTERNATIVE METHOD OF SATISFYING
SECTION 401(k) NONDISCRIMINATION TESTS.—
Section 401(k) (relating to cash or deferred
arrangements) is amended by adding at the
end the following new paragraph:

‘“(11) ADOPTION OF SIMPLE PLAN TO MEET
NONDISCRIMINATION TESTS.—

“(A) IN GENERAL.—A cash or deferred ar-
rangement maintained by an eligible em-
ployer shall be treated as meeting the re-
quirements of paragraph (3)(A)(ii) if such ar-
rangement meets—

‘(i) the contribution requirements of sub-
paragraph (B),

“(if) the exclusive plan requirements of
subparagraph (C), and

“(iif) the vesting requirements of section
408(p)(3)-

““(B) CONTRIBUTION REQUIREMENTS.—

“(i) IN GENERAL.—The requirements of this
subparagraph are met if, under the arrange-
ment—
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“(1) an employee may elect to have the em-
ployer make elective contributions for the
year on behalf of the employee to a trust
under the plan in an amount which is ex-
pressed as a percentage of compensation of
the employee but which in no event exceeds
$6,000,

“(I1) the employer is required to make a
matching contribution to the trust for the
year in an amount equal to so much of the
amount the employee elects under subclause
(1) as does not exceed 3 percent of compensa-
tion for the year, and

“(111) no other contributions may be made
other than contributions described in sub-
clause (1) or (I1).

‘(i) EMPLOYER MAY ELECT 2-PERCENT NON-
ELECTIVE CONTRIBUTION.—AN employer shall
be treated as meeting the requirements of
clause (i)(1l) for any year if, in lieu of the
contributions described in such clause, the
employer elects (pursuant to the terms of
the arrangement) to make nonelective con-
tributions of 2 percent of compensation for
each employee who is eligible to participate
in the arrangement and who has at least
$5,000 of compensation from the employer for
the year. If an employer makes an election
under this subparagraph for any year, the
employer shall notify employees of such
election within a reasonable period of time
before the 60th day before the beginning of
such year.

““(C) EXCLUSIVE PLAN REQUIREMENT.—The
requirements of this subparagraph are met
for any year to which this paragraph applies
if no contributions were made, or benefits
were accrued, for services during such year
under any qualified plan of the employer on
behalf of any employee eligible to partici-
pate in the cash or deferred arrangement,
other than contributions described in sub-
paragraph (B).

‘‘(D) DEFINITIONS AND SPECIAL RULE.—

“(i) DEFINITIONS.—For purposes of this
paragraph, any term used in this paragraph
which is also used in section 408(p) shall have
the meaning given such term by such sec-
tion.

‘(i) COORDINATION WITH TOP-HEAVY
RULES.—A plan meeting the requirements of
this paragraph for any year shall not be
treated as a top-heavy plan under section 416
for such year.”.

(b) ALTERNATIVE METHODS OF SATISFYING
SECTION 401(m) NONDISCRIMINATION TESTS.—
Section 401(m) (relating to nondiscrimina-
tion test for matching contributions and em-
ployee contributions) is amended by redesig-
nating paragraph (10) as paragraph (11) and
by adding after paragraph (9) the following
new paragraph:

““(10) ALTERNATIVE METHOD OF SATISFYING
TESTS.—A defined contribution plan shall be
treated as meeting the requirements of para-
graph (2) with respect to matching contribu-
tions if the plan—

“(A) meets the contribution requirements
of subparagraph (B) of subsection (k)(11),

““(B) meets the exclusive plan requirements
of subsection (k)(11)(C), and

““(C) meets the vesting requirements of sec-
tion 408(p)(3).”.

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

Subchapter B—Other Provisions
SEC. 1426. TAX-EXEMPT ORGANIZATIONS ELIGI-
BLE UNDER SECTION 401(k).

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 401(k)(4) is amended to read as follows:

““(B) ELIGIBILITY OF STATE AND LOCAL GOV-
ERNMENTS AND TAX-EXEMPT ORGANIZATIONS.—

‘(i) TAX-EXEMPTS ELIGIBLE.—EXxcept as pro-
vided in clause (ii), any organization exempt
from tax under this subtitle may include a
qualified cash or deferred arrangement as
part of a plan maintained by it.
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““(if) GOVERNMENTS INELIGIBLE.—A cash or
deferred arrangement shall not be treated as
a qualified cash or deferred arrangement if it
is part of a plan maintained by a State or
local government or political subdivision
thereof, or any agency or instrumentality
thereof. This clause shall not apply to a
rural cooperative plan or to a plan of an em-
ployer described in clause (iii).

““(iii) TREATMENT OF INDIAN TRIBAL GOVERN-
MENTS.—An employer which is an Indian
tribal government (as defined in section
7701(a)(40)), a subdivision of an Indian tribal
government (determined in accordance with
section 7871(d)), an agency or instrumental-
ity of an Indian tribal government or sub-
division thereof, or a corporation chartered
under Federal, State, or tribal law which is
owned in whole or in part by any of the fore-
going may include a qualified cash or de-
ferred arrangement as part of a plan main-
tained by the employer.”.

(b) EFFeCTIVE DATE.—The amendment
made by this section shall apply to plan
years beginning after December 31, 1996, but
shall not apply to any cash or deferred ar-
rangement to which clause (i) of section
1116(f)(2)(B) of the Tax Reform Act of 1986 ap-
plies.

SEC. 1427. HOMEMAKERS ELIGIBLE FOR FULL
IRA DEDUCTION.

(a) SpousaL IRA COMPUTED ON BAsIs oF
COMPENSATION OF BOTH SPOUSES.—Sub-
section (c) of section 219 (relating to special
rules for certain married individuals) is
amended to read as follows:

““(c) SPECIAL RULES FOR CERTAIN MARRIED
INDIVIDUALS.—

““(1) IN GENERAL.—In the case of an individ-
ual to whom this paragraph applies for the
taxable year, the limitation of paragraph (1)
of subsection (b) shall be equal to the lesser
of—

““(A) the dollar amount in effect under sub-
section (b)(1)(A) for the taxable year, or

““(B) the sum of—

‘(i) the compensation includible in such
individual’s gross income for the taxable
year, plus

“(if) the compensation includible in the
gross income of such individual’s spouse for
the taxable year reduced by the amount al-
lowed as a deduction under subsection (a) to
such spouse for such taxable year.

““(2) INDIVIDUALS TO WHOM PARAGRAPH (1)
APPLIES.—Paragraph (1) shall apply to any
individual if—

““(A) such individual files a joint return for
the taxable year, and

““(B) the amount of compensation (if any)
includible in such individual’s gross income
for the taxable year is less than the com-
pensation includible in the gross income of
such individual’s spouse for the taxable
year.”.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (2) of section 219(f) (relating
to other definitions and special rules) is
amended by striking ‘‘subsections (b) and
(c)”” and inserting ‘‘subsection (b)”".

(2) Section 219(g)(1) is amended by striking
*(c)(2)” and inserting ‘‘(c)(1)(A)”.

(3) Section 408(d)(5) is amended by striking
“$2,250”” and inserting ‘“the dollar amount in
effect under section 219(b)(1)(A)”’.

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

CHAPTER 3—NONDISCRIMINATION
PROVISIONS

DEFINITION OF HIGHLY COM-
PENSATED EMPLOYEES; REPEAL OF
FAMILY AGGREGATION.

(a) IN GENERAL.—Paragraph (1) of section
414(q) (defining highly compensated em-
ployee) is amended to read as follows:

SEC. 1431.
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“(1) IN GENERAL.—The term ‘highly com-
pensated employee’ means any employee
who—

“(A) was a 5-percent owner at any time
during the year or the preceding year, or

““(B) for the preceding year had compensa-
tion from the employer in excess of $80,000.
The Secretary shall adjust the $80,000
amount under subparagraph (B) at the same
time and in the same manner as under sec-
tion 415(d), except that the base period shall
be the calendar quarter ending September 30,
1996.7".

(b) REPEAL OF
RULES.—

(1) IN GENERAL.—Paragraph (6) of section
414(q) is hereby repealed.

(2) COMPENSATION LIMIT.—Paragraph (17)(A)
of section 401(a) is amended by striking the
last sentence.

(3) DebDucCTION.—Subsection (1) of section
404 is amended by striking the last sentence.

(c) CONFORMING AMENDMENTS.—

(1)(A) Subsection (q) of section 414 is
amended by striking paragraphs (2), (4), (5),
(8), and (12) and by redesignating paragraphs
3), (7, (9), (10), and (11) as paragraphs (2)
through (6), respectively.

(B) Sections 129(d)(8)(B), 401(a)(5)(D)(ii),
408(k)(2)(C), and 416(i)(1)(D) are each amend-
ed by striking ‘“‘section 414(q)(7)”’ and insert-
ing “‘section 414(q)(3)"".

(C) Section 416(i)(1)(A) is amended by strik-
ing ‘“‘section 414(q)(8)”’ and inserting ‘‘section
414(r)(9)”.

(2)(A) Section 414(r) is amended by adding
at the end the following new paragraph:

““(9) EXCLUDED EMPLOYEES.—FoOr purposes
of paragraph (2)(A), the following employees
shall be excluded:

“(A) Employees who have not completed 6
months of service.

“(B) Employees who normally work less
than 17%2 hours per week.

“(C) Employees who normally work not
more than 6 months during any year.

‘(D) Employees who have not attained the
age of 21.

““(E) Except to the extent provided in regu-
lations, employees who are included in a unit
of employees covered by an agreement which
the Secretary of Labor finds to be a collec-
tive bargaining agreement between employee
representatives and the employer.

Except as provided by the Secretary, the em-
ployer may elect to apply subparagraph (A),
(B), (C), or (D) by substituting a shorter pe-
riod of service, smaller number of hours or
months, or lower age for the period of serv-
ice, number of hours or months, or age (as
the case may be) specified in such subpara-
graph.”.

(B) Subparagraph (A) of section 414(r)(2) is
amended by striking ‘‘subsection (q)(8)”" and
inserting ‘‘paragraph (9)”.

(3) Section 1114(c)(4) of the Tax Reform Act
of 1986 is amended by adding at the end the
following new sentence: ‘“Any reference in
this paragraph to section 414(q) shall be
treated as a reference to such section as in
effect on the day before the date of the en-
actment of the Small Business Job Protec-
tion Act of 1996.”.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to years beginning
after December 31, 1996, except that in deter-
mining whether an employee is a highly
compensated employee for years beginning
in 1997, such amendments shall be treated as
having been in effect for years beginning in
1996.

(2) FAMILY AGGREGATION.—The amend-
ments made by subsection (b) shall apply to
years beginning after December 31, 1996.

FAMILY AGGREGATION
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SEC. 1432. MODIFICATION OF ADDITIONAL PAR-
TICIPATION REQUIREMENTS.

(a) GENERAL RULE.—Section 401(a)(26)(A)
(relating to additional participation require-
ments) is amended to read as follows:

“(A) IN GENERAL.—INn the case of a trust
which is a part of a defined benefit plan, such
trust shall not constitute a qualified trust
under this subsection unless on each day of
the plan year such trust benefits at least the
lesser of—

‘(i) 50 employees of the employer, or

““(ii) the greater of—

“(1) 40 percent of all employees of the em-
ployer, or

“(11) 2 employees (or if there is only 1 em-
ployee, such employee).”.

(b) SEPARATE LINE OF BUSINESS TEST.—Sec-
tion 401(a)(26)(G) (relating to separate line of
business) is amended by striking ‘‘paragraph
(7)” and inserting ‘‘paragraph (2)(A) or (7).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 1996.

SEC. 1433. NONDISCRIMINATION RULES FOR
QUALIFIED CASH OR DEFERRED AR-
RANGEMENTS AND MATCHING CON-
TRIBUTIONS.

(@) ALTERNATIVE METHODS OF SATISFYING
SECTION 401(k) NONDISCRIMINATION TESTS.—
Section 401(k) (relating to cash or deferred
arrangements), as amended by section 1422,
is amended by adding at the end the follow-
ing new paragraph:

““(12) ALTERNATIVE METHODS OF MEETING
NONDISCRIMINATION REQUIREMENTS.—

“(A) IN GENERAL.—A cash or deferred ar-
rangement shall be treated as meeting the
requirements of paragraph (3)(A)(ii) if such
arrangement—

“(i) meets the contribution requirements
of subparagraph (B) or (C), and

‘(i) meets the notice requirements of sub-
paragraph (D).

““(B) MATCHING CONTRIBUTIONS.—

“(i) IN GENERAL.—The requirements of this
subparagraph are met if, under the arrange-
ment, the employer makes matching con-
tributions on behalf of each employee who is
not a highly compensated employee in an
amount equal to—

“(1) 100 percent of the elective contribu-
tions of the employee to the extent such
elective contributions do not exceed 3 per-
cent of the employee’s compensation, and

“(I) 50 percent of the elective contribu-
tions of the employee to the extent that such
elective contributions exceed 3 percent but
do not exceed 5 percent of the employee’s
compensation.

“(ii) RATE FOR HIGHLY COMPENSATED EM-
PLOYEES.—The requirements of this subpara-
graph are not met if, under the arrangement,
the rate of matching contribution with re-
spect to any elective contribution of a highly
compensated employee at any rate of elec-
tive contribution is greater than that with
respect to an employee who is not a highly
compensated employee.

“(iif) ALTERNATIVE PLAN DESIGNS.—If the
rate of any matching contribution with re-
spect to any rate of elective contribution is
not equal to the percentage required under
clause (i), an arrangement shall not be treat-
ed as failing to meet the requirements of
clause (i) if—

“(1) the rate of an employer’s matching
contribution does not increase as an employ-
ee’s rate of elective contributions increase,
and

“(I1) the aggregate amount of matching
contributions at such rate of elective con-
tribution is at least equal to the aggregate
amount of matching contributions which
would be made if matching contributions
were made on the basis of the percentages
described in clause (i).

““(C) NONELECTIVE CONTRIBUTIONS.—The re-
quirements of this subparagraph are met if,
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under the arrangement, the employer is re-
quired, without regard to whether the em-
ployee makes an elective contribution or
employee contribution, to make a contribu-
tion to a defined contribution plan on behalf
of each employee who is not a highly com-
pensated employee and who is eligible to
participate in the arrangement in an amount
equal to at least 3 percent of the employee’s
compensation.

‘(D) NOTICE REQUIREMENT.—AN arrange-
ment meets the requirements of this para-
graph if, under the arrangement, each em-
ployee eligible to participate is, within a
reasonable period before any year, given
written notice of the employee’s rights and
obligations under the arrangement which—

‘(i) is sufficiently accurate and com-
prehensive to appraise the employee of such
rights and obligations, and

““(ii) is written in a manner calculated to
be understood by the average employee eligi-
ble to participate.

““(E) OTHER REQUIREMENTS.—

“(i) WITHDRAWAL AND VESTING RESTRIC-
TIONS.—AnN arrangement shall not be treated
as meeting the requirements of subparagraph
(B) or (C) of this paragraph unless the re-
quirements of subparagraphs (B) and (C) of
paragraph (2) are met with respect to all em-
ployer contributions (including matching
contributions) taken into account in deter-
mining whether the requirements of subpara-
graphs (B) and (C) of this paragraph are met.

““(if) SOCIAL SECURITY AND SIMILAR CON-
TRIBUTIONS NOT TAKEN INTO ACCOUNT.—AnN ar-
rangement shall not be treated as meeting
the requirements of subparagraph (B) or (C)
unless such requirements are met without
regard to subsection (I), and, for purposes of
subsection (I), employer contributions under
subparagraph (B) or (C) shall not be taken
into account.

“(F) OTHER PLANS.—AnN arrangement shall
be treated as meeting the requirements
under subparagraph (A)(i) if any other plan
maintained by the employer meets such re-
quirements with respect to employees eligi-
ble under the arrangement.””.

(b) ALTERNATIVE METHODS OF SATISFYING
SECTION 401(m) NONDISCRIMINATION TESTS.—
Section 401(m) (relating to nondiscrimina-
tion test for matching contributions and em-
ployee contributions), as amended by this
section 1422(b), is amended by redesignating
paragraph (11) as paragraph (12) and by add-
ing after paragraph (10) the following new
paragraph:

‘“(11) ALTERNATIVE METHOD OF SATISFYING
TESTS.—

“(A) IN GENERAL.—A defined contribution
plan shall be treated as meeting the require-
ments of paragraph (2) with respect to
matching contributions if the plan—

‘(i) meets the contribution requirements
of subparagraph (B) or (C) of subsection
(K)(12),

‘(i) meets the notice requirements of sub-
section (k)(12)(D), and

“(iii) meets the requirements of subpara-
graph (B).

“(B) LIMITATION ON MATCHING CONTRIBU-
TIONS.—The requirements of this subpara-
graph are met if—

‘(i) matching contributions on behalf of
any employee may not be made with respect
to an employee’s contributions or elective
deferrals in excess of 6 percent of the em-
ployee’s compensation,

‘“(ii) the rate of an employer’s matching
contribution does not increase as the rate of
an employee’s contributions or elective de-
ferrals increase, and

“(iii) the matching contribution with re-
spect to any highly compensated employee
at any rate of an employee contribution or
rate of elective deferral is not greater than
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that with respect to an employee who is not
a highly compensated employee.”’.

(¢) YEAR FOR COMPUTING NONHIGHLY COM-
PENSATED EMPLOYEE PERCENTAGE.—

(1) CASH OR DEFERRED ARRANGEMENTS.—
Section 401(k)(3)(A) is amended—

(A) by striking ‘““such year” in clause (ii)
and inserting ‘“‘the plan year”’,

(B) by striking ‘“‘for such plan year” in
clause (ii) and inserting ‘“‘for the preceding
plan year’’, and

(C) by adding at the end the following new
sentence: ‘““An arrangement may apply
clause (ii) by using the plan year rather than
the preceding plan year if the employer so
elects, except that if such an election is
made, it may not be changed except as pro-
vided by the Secretary.”.

(2) MATCHING AND EMPLOYEE CONTRIBU-
TIONS.—Section 401(m)(2)(A) is amended—

(A) by inserting ‘“for such plan year’ after
“highly compensated employees”’,

(B) by inserting ‘““for the preceding plan
year’ after ‘‘eligible employees’ each place
it appears in clause (i) and clause (ii), and

(C) by adding at the end the following flush
sentence:

“This subparagraph may be applied by using
the plan year rather than the preceding plan
year if the employer so elects, except that if
such an election is made, it may not be
changed except as provided the Secretary.”.

(d) SPECIAL RULE FOR DETERMINING AVER-
AGE DEFERRAL PERCENTAGE FOR FIRST PLAN
YEAR, ETC.—

(1) Paragraph (3) of section 401(k) is amend-
ed by adding at the end the following new
subparagraph:

“(E) For purposes of this paragraph, in the
case of the first plan year of any plan (other
than a successor plan), the amount taken
into account as the actual deferral percent-
age of nonhighly compensated employees for
the preceding plan year shall be—

““(i) 3 percent, or

“(it) if the employer makes an election
under this subclause, the actual deferral per-
centage of nonhighly compensated employ-
ees determined for such first plan year.”.

(2) Paragraph (3) of section 401(m) is
amended by adding at the end the following:
“Rules similar to the rules of subsection
(K)(3)(E) shall apply for purposes of this sub-
section.””.

(e) DISTRIBUTION OF EXCESS CONTRIBUTIONS
AND EXCESS AGGREGATE CONTRIBUTIONS.—

(1) Subparagraph (C) of section 401(k)(8)
(relating to arrangement not disqualified if
excess contributions distributed) is amended
by striking ‘““on the basis of the respective
portions of the excess contributions attrib-
utable to each of such employees” and in-
serting ‘“‘on the basis of the amount of con-
tributions by, or on behalf of, each of such
employees™.

(2) Subparagraph (C) of section 401(m)(6)
(relating to method of distributing excess
aggregate contributions) is amended by
striking ‘‘on the basis of the respective por-
tions of such amounts attributable to each of
such employees’ and inserting ‘““on the basis
of the amount of contributions on behalf of,
or by, each such employee”.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to years beginning
after December 31, 1998.

(2) EXCEPTIONS.—The amendments made by
subsections (c), (d), and (e) shall apply to
years beginning after December 31, 1996.

SEC. 1434. DEFINITION OF COMPENSATION FOR
SECTION 415 PURPOSES.

(a) GENERAL RuULE.—Section 415(c)(3) (de-
fining participant’s compensation) is amend-
ed by adding at the end the following new
subparagraph:
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‘(D) CERTAIN DEFERRALS INCLUDED.—The
term ‘participant’s compensation’ shall in-
clude—

““(i) any elective deferral (as defined in sec-
tion 402(g)(3)), and

“(if) any amount which is contributed or
deferred by the employer at the election of
the employee and which is not includible in
the gross income of the employee by reason
of section 125 or 457.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 414(q)(3), as redesignated by sec-
tion 1431, is amended to read as follows:

““(4) COMPENSATION.—For purposes of this
subsection, the term ‘compensation’ has the
meaning given such term by section
415(c)(3).”.

(2) Section 414(s)(2) is amended by inserting
“not”” after ‘“‘elect’” in the text and heading
thereof.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 1997.

CHAPTER 4—MISCELLANEOUS
PROVISIONS
SEC. 1441. PLANS COVERING SELF-EMPLOYED IN-
DIVIDUALS.

(a) AGGREGATION RULES.—Section 401(d)
(relating to additional requirements for
qualification of trusts and plans benefiting
owner-employees) is amended to read as fol-
lows:

“(d) CONTRIBUTION LIMIT ON OWNER-EM-
PLOYEES.—A trust forming part of a pension
or profit-sharing plan which provides con-
tributions or benefits for employees some or
all of whom are owner-employees shall con-
stitute a qualified trust under this section
only if, in addition to meeting the require-
ments of subsection (a), the plan provides
that contributions on behalf of any owner-
employee may be made only with respect to
the earned income of such owner-employee
which is derived from the trade or business
with respect to which such plan is estab-
lished.””.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning after December 31, 1996.

SEC. 1442. ELIMINATION OF SPECIAL VESTING
RULE FOR MULTIEMPLOYER PLANS.

(a) AMENDMENTS TO 1986 CobeE.—Paragraph
(2) of section 411(a) (relating to minimum
vesting standards) is amended—

(1) by striking ‘“‘subparagraph (A), (B), or
(C)”” and inserting ‘‘subparagraph (A) or (B)”’;
and

(2) by striking subparagraph (C).

(b) AMENDMENTS TO ERISA.—Paragraph (2)
of section 203(a) of the Employee Retirement
Income Security Act of 1974 (29 U.S.C.
1053(a)) is amended—

(1) by striking ‘“‘subparagraph (A), (B), or
(C)”” and inserting ‘‘subparagraph (A) or (B)”’;
and

(2) by striking subparagraph (C).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plan
years beginning on or after the earlier of—

(1) the later of—

(A) January 1, 1997, or

(B) the date on which the last of the collec-
tive bargaining agreements pursuant to
which the plan is maintained terminates (de-
termined without regard to any extension
thereof after the date of the enactment of
this Act), or

(2) January 1, 1999.

Such amendments shall not apply to any in-

dividual who does not have more than 1 hour

of service under the plan on or after the 1st

day of the 1st plan year to which such

amendments apply.

SEC. 1443. DISTRIBUTIONS UNDER RURAL COOP-
ERATIVE PLANS.

(a) DISTRIBUTIONS FOR HARDSHIP OR AFTER
A CERTAIN AGE.—Section 401(k)(7) is amended
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by adding at the end the following new sub-
paragraph:

““(C) SPECIAL RULE FOR CERTAIN DISTRIBU-
TIONS.—A rural cooperative plan which in-
cludes a qualified cash or deferred arrange-
ment shall not be treated as violating the re-
quirements of section 401(a) or of paragraph
(2) merely by reason of a hardship distribu-
tion or a distribution to a participant after
attainment of age 59%. For purposes of this
section, the term ‘hardship distribution’
means a distribution described in paragraph
2)(B)())(1V) (without regard to the limita-
tion of its application to profit-sharing or
stock bonus plans).”.

(b) PuBLIC UTILITY DisTRICTS.—Clause (i) of
section 401(k)(7)(B) (defining rural coopera-
tive) is amended to read as follows:

‘(i) any organization which—

“(1) is engaged primarily in providing elec-
tric service on a mutual or cooperative basis,
or

“(I) is engaged primarily in providing
electric service to the public in its area of
service and which is exempt from tax under
this subtitle or which is a State or local gov-
ernment (or an agency or instrumentality
thereof), other than a municipality (or an
agency or instrumentality thereof),”.

(c) EFFECTIVE DATES.—

(1) DISTRIBUTIONS.—The amendments made
by subsection (a) shall apply to distributions
after the date of the enactment of this Act.

(2) PUBLIC UTILITY DISTRICTS.—The amend-
ments made by subsection (b) shall apply to
plan years beginning after December 31, 1996.
SEC. 1444. TREATMENT OF GOVERNMENTAL

PLANS UNDER SECTION 415.

(a) COMPENSATION LIMIT.—Subsection (b) of
section 415 is amended by adding imme-
diately after paragraph (10) the following
new paragraph:

““(11) SPECIAL LIMITATION RULE FOR GOVERN-
MENTAL PLANS.—In the case of a govern-
mental plan (as defined in section 414(d)),
subparagraph (B) of paragraph (1) shall not
apply.”.

(b) TREATMENT OF CERTAIN EXCESS BENEFIT
PLANS.—

(1) IN GENERAL.—Section 415 is amended by
adding at the end the following new sub-
section:

““(m) TREATMENT OF QUALIFIED GOVERN-
MENTAL EXCESS BENEFIT ARRANGEMENTS.—

‘(1) GOVERNMENTAL PLAN NOT AFFECTED.—
In determining whether a governmental plan
(as defined in section 414(d)) meets the re-
quirements of this section, benefits provided
under a qualified governmental excess bene-
fit arrangement shall not be taken into ac-
count. Income accruing to a governmental
plan (or to a trust that is maintained solely
for the purpose of providing benefits under a
qualified governmental excess benefit ar-
rangement) in respect of a qualified govern-
mental excess benefit arrangement shall
constitute income derived from the exercise
of an essential governmental function upon
which such governmental plan (or trust)
shall be exempt from tax under section 115.

““(2) TAXATION OF PARTICIPANT.—FoOr pur-
poses of this chapter—

“(A) the taxable year or years for which
amounts in respect of a qualified govern-
mental excess benefit arrangement are in-
cludible in gross income by a participant,
and

‘“(B) the treatment of such amounts when
so includible by the participant,
shall be determined as if such qualified gov-
ernmental excess benefit arrangement were
treated as a plan for the deferral of com-
pensation which is maintained by a corpora-
tion not exempt from tax under this chapter
and which does not meet the requirements
for qualification under section 401.

““(3) QUALIFIED GOVERNMENTAL EXCESS BEN-
EFIT ARRANGEMENT.—For purposes of this
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subsection, the term ‘qualified governmental
excess benefit arrangement’ means a portion
of a governmental plan if—

““(A) such portion is maintained solely for
the purpose of providing to participants in
the plan that part of the participant’s an-
nual benefit otherwise payable under the
terms of the plan that exceeds the limita-
tions on benefits imposed by this section,

““(B) under such portion no election is pro-
vided at any time to the participant (di-
rectly or indirectly) to defer compensation,
and

““(C) benefits described in subparagraph (A)
are not paid from a trust forming a part of
such governmental plan unless such trust is
maintained solely for the purpose of provid-
ing such benefits.””.

(2) COORDINATION WITH SECTION 457.—Sub-
section (e) of section 457 is amended by add-
ing at the end the following new paragraph:

‘“(14) TREATMENT OF QUALIFIED GOVERN-
MENTAL EXCESS BENEFIT ARRANGEMENTS.—
Subsections (b)(2) and (c)(1) shall not apply
to any qualified governmental excess benefit
arrangement (as defined in section 415(m)(3)),
and benefits provided under such an arrange-
ment shall not be taken into account in de-
termining whether any other plan is an eligi-
ble deferred compensation plan.”.

(3) CONFORMING AMENDMENT.—Paragraph
(2) of section 457(f) is amended by striking
““and”” at the end of subparagraph (C), by
striking the period at the end of subpara-
graph (D) and inserting ‘‘, and”’, and by in-
serting immediately thereafter the following
new subparagraph:

“(E) a qualified governmental excess bene-
fit arrangement described in section
415(m).”.

(c) EXEMPTION FOR SURVIVOR AND DISABIL-
ITY BENEFITS.—Paragraph (2) of section
415(b) is amended by adding at the end the
following new subparagraph:

“(I) EXEMPTION FOR SURVIVOR AND DISABIL-
ITY BENEFITS PROVIDED UNDER GOVERNMENTAL
PLANS.—Subparagraph (C) of this paragraph
and paragraph (5) shall not apply to—

“(i) income received from a governmental
plan (as defined in section 414(d)) as a pen-
sion, annuity, or similar allowance as the re-
sult of the recipient becoming disabled by
reason of personal injuries or sickness, or

“(ii) amounts received from a govern-
mental plan by the beneficiaries, survivors,
or the estate of an employee as the result of
the death of the employee.”.

(d) REVOCATION OF GRANDFATHER ELEC-
TION.—

(1) IN GENERAL.—Subparagraph (C) of sec-
tion 415(b)(10) is amended by adding at the
end the following new clause:

““(ii) REVOCATION OF ELECTION.—AnN election
under clause (i) may be revoked not later
than the last day of the third plan year be-
ginning after the date of the enactment of
this clause. The revocation shall apply to all
plan years to which the election applied and
to all subsequent plan years. Any amount
paid by a plan in a taxable year ending after
the revocation shall be includible in income
in such taxable year under the rules of this
chapter in effect for such taxable year, ex-
cept that, for purposes of applying the limi-
tations imposed by this section, any portion
of such amount which is attributable to any
taxable year during which the election was
in effect shall be treated as received in such
taxable year.”.

(2) CONFORMING AMENDMENT.—Subpara-
graph (C) of section 415(b)(10) is amended by
striking “This’” and inserting:

“(i) IN GENERAL.—This”".

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
subsections (a), (b), and (c) shall apply to
years beginning after December 31, 1994. The
amendments made by subsection (d) shall
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apply with respect to revocations adopted
after the date of the enactment of this Act.

(2) TREATMENT FOR YEARS BEGINNING BE-
FORE JANUARY 1, 1995.—Nothing in the amend-
ments made by this section shall be con-
strued to imply that a governmental plan (as
defined in section 414(d) of the Internal Reve-
nue Code of 1986) fails to satisfy the require-
ments of section 415 of such Code for any
taxable year beginning before January 1,
1995.

SEC. 1445. UNIFORM RETIREMENT AGE.

(a) DISCRIMINATION TESTING.—Paragraph (5)
of section 401(a) (relating to special rules re-
lating to nondiscrimination requirements) is
amended by adding at the end the following
new subparagraph:

“(F) SOCIAL SECURITY RETIREMENT AGE.—
For purposes of testing for discrimination
under paragraph (4)—

“(i) the social security retirement age (as
defined in section 415(b)(8)) shall be treated
as a uniform retirement age, and

“(ii) subsidized early retirement benefits
and joint and survivor annuities shall not be
treated as being unavailable to employees on
the same terms merely because such benefits
or annuities are based in whole or in part on
an employee’s social security retirement age
(as so defined).”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to years be-
ginning after December 31, 1996.

SEC. 1446. CONTRIBUTIONS ON BEHALF OF DIS-
ABLED EMPLOYEES.

(a) ALL DISABLED PARTICIPANTS RECEIVING
CONTRIBUTIONS.—Section 415(c)(3)(C) is
amended by adding at the end the following:
“If a defined contribution plan provides for
the continuation of contributions on behalf
of all participants described in clause (i) for
a fixed or determinable period, this subpara-

graph shall be applied without regard to
clauses (ii) and (iii).”.
(b) EFFECTIVE DATE.—The amendment

made by this section shall apply to years be-

ginning after December 31, 1996.

SEC. 1447. TREATMENT OF DEFERRED COM-
PENSATION PLANS OF STATE AND
LOCAL GOVERNMENTS AND TAX-EX-
EMPT ORGANIZATIONS.

(a) SPECIAL RULES FOR PLAN DISTRIBU-
TIONS.—Paragraph (9) of section 457(e) (relat-
ing to other definitions and special rules) is
amended to read as follows:

““(9) BENEFITS NOT TREATED AS MADE AVAIL-
ABLE BY REASON OF CERTAIN ELECTIONS, ETC.—

“(A) TOTAL AMOUNT PAYABLE IS $3,500 OR
LESS.—The total amount payable to a partic-
ipant under the plan shall not be treated as
made available merely because the partici-
pant may elect to receive such amount (or
the plan may distribute such amount with-
out the participant’s consent) if—

“(i) such amount does not exceed $3,500,
and

‘(i) such amount may be distributed only
if

“(1) no amount has been deferred under the
plan with respect to such participant during
the 2-year period ending on the date of the
distribution, and

“(I1) there has been no prior distribution
under the plan to such participant to which
this subparagraph applied.

A plan shall not be treated as failing to meet
the distribution requirements of subsection
(d) by reason of a distribution to which this
subparagraph applies.

““(B) ELECTION TO DEFER COMMENCEMENT OF
DISTRIBUTIONS.—The total amount payable to
a participant under the plan shall not be
treated as made available merely because
the participant may elect to defer com-
mencement of distributions under the plan
if—

“(i) such election is made after amounts
may be available under the plan in accord-
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ance with subsection (d)(1)(A) and before
commencement of such distributions, and

‘(i) the participant may make only 1 such
election.”.

(b) COST-OF-LIVING ADJUSTMENT OF MAXI-
MUM DEFERRAL AMOUNT.—Subsection (e) of
section 457, as amended by section 1444(b)(2)
(relating to governmental plans), is amended
by adding at the end the following new para-
graph:

“(15) COST-OF-LIVING ADJUSTMENT OF MAXI-
MUM DEFERRAL AMOUNT.—The Secretary shall
adjust the $7,500 amount specified in sub-
sections (b)(2) and (c)(1) at the same time
and in the same manner as under section
415(d), except that the base period shall be
the calendar quarter ending September 30,
1994, and any increase under this paragraph

which is not a multiple of $500 shall be
rounded to the next lowest multiple of
$500.”".

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

SEC. 1448. TRUST REQUIREMENT FOR DEFERRED
COMPENSATION PLANS OF STATE
AND LOCAL GOVERNMENTS.

(a) IN GENERAL.—Section 457 is amended by
adding at the end the following new sub-
section:

““(g) GOVERNMENTAL PLANS MUST MAINTAIN
SET-ASIDES FOR EXCLUSIVE BENEFIT OF PAR-
TICIPANTS.—

““(1) IN GENERAL.—A plan maintained by an
eligible employer described in subsection
(©)(1)(A) shall not be treated as an eligible
deferred compensation plan unless all assets
and income of the plan described in sub-
section (b)(6) are held in trust for the exclu-
sive benefit of participants and their bene-
ficiaries.

““(2) TAXABILITY OF TRUSTS AND PARTICI-
PANTS.—For purposes of this title—

“(A) a trust described in paragraph (1)
shall be treated as an organization exempt
from taxation under section 501(a), and

““(B) notwithstanding any other provision
of this title, amounts in the trust shall be in-
cludible in the gross income of participants
and beneficiaries only to the extent, and at
the time, provided in this section.

‘“(3) CUSTODIAL ACCOUNTS AND CONTRACTS.—
For purposes of this subsection, custodial ac-
counts and contracts described in section
401(f) shall be treated as trusts under rules
similar to the rules under section 401(f).”".

(b) CONFORMING AMENDMENT.—Paragraph
(6) of section 457(b) is amended by inserting
‘‘except as provided in subsection (g),” be-
fore “‘which provides that’.

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to assets and income de-
scribed in section 457(b)(6) of the Internal
Revenue Code of 1986 held by a plan on and
after the date of the enactment of this Act.

(2) TRANSITION RULE.—In the case of a plan
in existence on the date of the enactment of
this Act, a trust need not be established by
reason of the amendments made by this sec-
tion before January 1, 1999.

SEC. 1449. TRANSITION RULE FOR COMPUTING
MAXIMUM BENEFITS UNDER SEC-
TION 415 LIMITATIONS.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 767(d)(3) of the Uruguay Round Agree-
ments Act is amended to read as follows:

““(A) EXCEPTION.—A plan that was adopted
and in effect before December 8, 1994, shall
not be required to apply the amendments
made by subsection (b) with respect to bene-
fits accrued before the earlier of—

‘(i) the later of the date a plan amendment
applying the amendments made by sub-
section (b) is adopted or made effective, or

“(ii) the first day of the first limitation
year beginning after December 31, 1999.

S7381

Determinations under section 415(b)(2)(E) of
the Internal Revenue Code of 1986 before
such earlier date shall be made with respect
to such benefits on the basis of such section
as in effect on December 7, 1994 (except that
the modification made by section 1449(b) of
the Small Business Job Protection Act of
1996 shall be taken into account), and the
provisions of the plan as in effect on Decem-
ber 7, 1994, but only if such provisions of the
plan meet the requirements of such section
(as so in effect).”.

(b) MODIFICATION OF CERTAIN ASSUMPTIONS
FOR ADJUSTING BENEFITS OF DEFINED BENEFIT
PLANS FOR EARLY RETIREES.—Subparagraph
(E) of section 415(b)(2) (relating to limitation
on certain assumptions) is amended—

(1) by striking ‘“‘Except as provided in
clause (ii), for purposes of adjusting any ben-
efit or limitation under subparagraph (B) or
(C),”” in clause (i) and inserting ‘“‘For pur-
poses of adjusting any limitation under sub-
paragraph (C) and, except as provided in
clause (ii), for purposes of adjusting any ben-
efit under subparagraph (B),”’, and

(2) by striking ‘““For purposes of adjusting
the benefit or limitation of any form of bene-
fit subject to section 417(e)(3),” in clause (ii)
and inserting ‘‘For purposes of adjusting any
benefit under subparagraph (B) for any form
of benefit subject to section 417(e)(3),”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect as if
included in the provisions of section 767 of
the Uruguay Round Agreements Act.

(d) TRANSITIONAL RULE.—In the case of a
plan that was adopted and in effect before
December 8, 1994, if—

(1) a plan amendment was adopted or made
effective on or before the date of the enact-
ment of this Act applying the amendments
made by section 767 of the Uruguay Round
Agreements Act, and

(2) within 1 year after the date of the en-
actment of this Act, a plan amendment is
adopted which repeals the amendment re-
ferred to in paragraph (1),

the amendment referred to in paragraph (1)
shall not be taken into account in applying
section 767(d)(3)(A) of the Uruguay Round
Agreements Act, as amended by subsection
(a).

SEC. 1450. MODIFICATIONS OF SECTION 403(b).

(@) MULTIPLE SALARY REDUCTION AGREE-
MENTS PERMITTED.—

(1) GENERAL RULE.—For purposes of section
403(b) of the Internal Revenue Code of 1986,
the frequency that an employee is permitted
to enter into a salary reduction agreement,
the salary to which such an agreement may
apply, and the ability to revoke such an
agreement shall be determined under the
rules applicable to cash or deferred elections
under section 401(k) of such Code.

) CONSTRUCTIVE RECEIPT.—Section
402(e)(3) is amended by inserting ‘““or which is
part of a salary reduction agreement under
section 403(b)”’ after ‘“‘section 401(k)(2))”’.

(3) EFFECTIVE DATE.—This subsection shall
apply to taxable years beginning after De-
cember 31, 1995.

(b) TREATMENT OF INDIAN TRIBAL GOVERN-
MENTS.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 403(b)(1) (relating to taxability of bene-
ficiary under annuity purchased by section
501(c)(3) organization or public school) is
amended by striking ‘“‘or” at the end of
clause (i), by inserting “‘or” at the end of
clause (ii), and by adding at the end the fol-
lowing new clause:

“(iii) for an employee by an employer
which is an Indian tribal government (as de-
fined in section 7701(a)(40)), a subdivision of
an Indian tribal government (determined in
accordance with section 7871(d)), an agency
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or instrumentality of an Indian tribal gov-

ernment or subdivision thereof, or a corpora-

tion chartered under Federal, State, or tribal
law which is owned in whole or part by any
of the foregoing,”.

(2) CONFORMING AMENDMENT.—The heading
for section 403(b) is amended by striking “‘OR
PuBLIC ScHooL” and inserting ‘‘, PUBLIC
SCHOOL, OR INDIAN TRIBE”.

(3) EFFECTIVE DATES.—

(A) IN GENERAL.—The amendments made
by this section shall apply to plan years be-
ginning after December 31, 1996.

(B) TRANSITION RULES.—

(i) IN GENERAL.—INn the case of any con-
tract purchased in a plan year beginning be-
fore January 1, 1997, section 403(b) of the In-
ternal Revenue Code of 1986 shall be applied
as if any reference to an employer described
in section 501(c)(3) of the Internal Revenue
Code of 1986 which is exempt from tax under
section 501 of such Code included a reference
to an employer which is an Indian tribal gov-
ernment (as defined by section 7701(a)(40) of
such Code), a subdivision of an Indian tribal
government (determined in accordance with
section 7871(d) of such Code), an agency or
instrumentality of an Indian tribal govern-
ment or subdivision thereof, or a corporation
chartered under Federal, State, or tribal law
which is owned in whole or in part by any of
the foregoing.

(if) RoLLOVERS.—Solely for purposes of ap-
plying section 403(b)(8) of such Code to a con-
tract to which clause (i) applies, a qualified
cash or deferred arrangement under section
401(k) of such Code shall be treated as if it
were a plan or contract described in clause
(i) of section 403(b)(8)(A) of such Code.

(c) ELECTIVE DEFERRALS.—

(1) IN GENERAL.—Subparagraph (E) of sec-
tion 403(b)(1) is amended to read as follows:

“(E) in the case of a contract purchased
under a salary reduction agreement, the con-
tract meets the requirements of section
401(a)(30),”.

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to years
beginning after December 31, 1995, except a
contract shall not be required to meet any
change in any requirement by reason of such
amendment before the 90th day after the
date of the enactment of this Act.

SEC. 1451. WAIVER OF MINIMUM PERIOD FOR
JOINT AND SURVIVOR ANNUITY EX-
PLANATION BEFORE ANNUITY
STARTING DATE.

(a) GENERAL RULE.—For purposes of sec-
tion 417(a)(3)(A) of the Internal Revenue
Code of 1986 (relating to plan to provide writ-
ten explanations), the minimum period pre-
scribed by the Secretary of the Treasury be-
tween the date that the explanation referred
to in such section is provided and the annu-
ity starting date shall not apply if waived by
the participant and, if applicable, the par-
ticipant’s spouse.

(b) EFFECTIVE DATE.—Subsection (a) shall
apply to plan years beginning after Decem-
ber 31, 1996.

SEC. 1452. REPEAL OF LIMITATION IN CASE OF
DEFINED BENEFIT PLAN AND DE-
FINED CONTRIBUTION PLAN FOR
SAME EMPLOYEE; EXCESS DISTRIBU-
TIONS.

(a) IN GENERAL.—Section 415(e) is repealed.

(b) Excess DISTRIBUTIONS.—Section 4980A
is amended by adding at the end the follow-
ing new subsection:

““(g) LIMITATION ON APPLICATION.—This sec-
tion shall not apply to distributions during
years beginning after December 31, 1996, and
before January 1, 2000, and such distributions
shall be treated as made first from amounts
not described in subsection (f).”.

(c) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 415(a) is amend-
ed—
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(A) by adding ““or’” at the end of subpara-
graph (A),

(B) by striking “, or”” at the end of sub-
paragraph (B) and inserting a period, and

(C) by striking subparagraph (C).

(2) Subparagraph (B) of section 415(b)(5) is
amended by striking ‘‘and subsection (e)”".

(3) Paragraph (1) of section 415(f) is amend-
ed by striking ‘‘subsections (b), (c), and (e)”’
and inserting ‘“‘subsections (b) and (c)”.

(4) Subsection (g) of section 415 is amended
by striking ‘‘subsections (e) and (f)”” in the
last sentence and inserting ‘“‘subsection (f)”.

(5) Clause (i) of section 415(k)(2)(A) is
amended to read as follows:

““(i) any contribution made directly by an
employee under such an arrangement shall
not be treated as an annual addition for pur-
poses of subsection (c), and™.

(6) Clause (ii) of section 415(k)(2)(A) is
amended by striking ‘‘subsections (c) and
(e)”” and inserting ‘‘subsection (c)”’.

(7) Section 416 is amended by striking sub-
section (h).

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to limitation years begin-
ning after December 31, 1999.

(2) EXCESS DISTRIBUTIONS.—The amend-
ment made by subsection (b) shall apply to
years beginning after December 31, 1996.

SEC. 1453. TAX ON PROHIBITED TRANSACTIONS.

(a) IN GENERAL.—Section 4975(a) is amend-
ed by striking “‘5 percent’ and inserting ‘10
percent’’.

(b) EFFecTIVE DATE.—The amendment
made by this section shall apply to prohib-
ited transactions occurring after the date of
the enactment of this Act.

SEC. 1454. TREATMENT OF LEASED EMPLOYEES.

(a) GENERAL RULE.—Subparagraph (C) of
section 414(n)(2) (defining leased employee) is
amended to read as follows:

““(C) such services are performed under pri-
mary direction or control by the recipient.”.

(b) EFFeECTIVE DATE.—The amendment
made by subsection (a) shall apply to years
beginning after December 31, 1996, but shall
not apply to any relationship determined
under an Internal Revenue Service ruling is-
sued before the date of the enactment of this
Act pursuant to section 414(n)(2)(C) of the In-
ternal Revenue Code of 1986 (as in effect on
the day before such date) not to involve a
leased employee.

SEC. 1455. UNIFORM PENALTY PROVISIONS TO
APPLY TO CERTAIN PENSION RE-
PORTING REQUIREMENTS.

(a) PENALTIES.—

(1) STATEMENTS.—Paragraph (1) of section
6724(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 inserting after sub-
paragraph (B) the following new subpara-
graph:

““(C) any statement of the amount of pay-
ments to another person required to be made
to the Secretary under—

‘(i) section 408(i) (relating to reports with
respect to individual retirement accounts or
annuities), or

‘(i) section 6047(d) (relating to reports by
employers, plan administrators, etc.).”.

(2) REePoORTs.—Paragraph (2) of section
6724(d) is amended by striking ‘“‘or” at the
end of subparagraph (S), by striking the pe-
riod at the end of subparagraph (T) and in-
serting a comma, and by inserting after sub-
paragraph (T) the following new subpara-
graphs:

““(U) section 408(i) (relating to reports with
respect to individual retirement plans) to
any person other than the Secretary with re-
spect to the amount of payments made to
such person, or
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““(V) section 6047(d) (relating to reports by
plan administrators) to any person other
than the Secretary with respect to the
amount of payments made to such person.”.

(b) MODIFICATION OF REPORTABLE DES-
IGNATED DISTRIBUTIONS.—

(1) SECTION 408.—Subsection (i) of section
408 (relating to individual retirement ac-
count reports) is amended by inserting ‘‘ag-
gregating $10 or more in any calendar year”
after “‘distributions’’.

(2) SECTION 6047.—Paragraph (1) of section
6047(d) (relating to reports by employers,
plan administrators, etc.) is amended by add-
ing at the end the following new sentence:
““No return or report may be required under
the preceding sentence with respect to dis-
tributions to any person during any year un-
less such distributions aggregate $10 or
more.”.

(c) QUALIFYING ROLLOVER DISTRIBUTIONS.—
Section 6652(i) is amended—

(1) by striking ‘“‘the $10” and inserting
““$100”’, and

(2) by striking ‘$5,000” and inserting
“$50,000"".

(d) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 6047(F) is
amended to read as follows:

“(1) For provisions relating to penalties for
failures to file returns and reports required
under this section, see sections 6652(e), 6721,
and 6722.”.

(2) Subsection (e) of section 6652 is amend-
ed by adding at the end the following new
sentence: ““This subsection shall not apply to
any return or statement which is an infor-
mation return described in section
6724(d)(1)(C)(ii) or a payee statement de-
scribed in section 6724(d)(2)(V)."”".

(3) Subsection (a) of section 6693 is amend-
ed by adding at the end the following new
sentence: “This subsection shall not apply to
any report which is an information return
described in section 6724(d)(1)(C)(i) or a payee
statement described in section
6724(d)(2)(V).”.

(e) EFFeECTIVE DATE.—The amendments
made by this section shall apply to returns,
reports, and other statements the due date
for which (determined without regard to ex-
tensions) is after December 31, 1996.

SEC. 1456. RETIREMENT BENEFITS OF MINISTERS
NOT SUBJECT TO TAX ON NET EARN-
INGS FROM SELF-EMPLOYMENT.

(a) IN GENERAL.—Section 1402(a)(8) (defin-
ing net earning from self-employment) is
amended by inserting ‘‘, but shall not in-
clude in such net earnings from self-employ-
ment the rental value of any parsonage or
any parsonage allowance (whether or not ex-
cludable under section 107) provided after the
individual retires, or any other retirement
benefit received by such individual from a
church plan (as defined in section 414(e))
after the individual retires’ before the semi-
colon at the end.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning before, on, or after December 31,
1994.

SEC. 1457. MODEL FORMS FOR SPOUSAL CON-
SENT AND QUALIFIED DOMESTIC RE-
LATIONS FORMS.

(a) DEVELOPMENT OF FORMSs.—Not later
than January 1, 1997, the Secretary of the
Treasury shall develop—

(1) a model form for the spousal consent re-
quired under section 417(a)(2) of the Internal
Revenue Code of 1986 and section 205(c)(2) of
the Employee Retirement Income Security
Act of 1974 which—

(A) is written in a manner calculated to be
understood by the average person, and

(B) discloses in plain form—

(i) whether the waiver to which the spouse
consents is irrevocable, and
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(ii) whether such waiver may be revoked
by a qualified domestic relations order, and

(2) a model form for a qualified domestic
relations order described in section
414(p)(1)(A) of such Code and section
206(d)(3)(B)(i) of such Act which—

(A) meets the requirements contained in
such sections, and

(B) the provisions of which focus attention
on the need to consider the treatment of any
lump sum payment, qualified joint and survi-
vor annuity, or qualified preretirement sur-
vivor annuity.

(b) PuBLICITY.—The Secretary of the Treas-
ury shall include publicity for the model
forms developed under subsection (a) in the
pension outreach efforts undertaken by the
Secretary.

SEC. 1458. TREATMENT OF LENGTH OF SERVICE
AWARDS TO VOLUNTEERS PER-
FORMING FIRE FIGHTING OR PRE-
VENTION SERVICES, EMERGENCY
MEDICAL SERVICES, OR AMBU-
LANCE SERVICES.

(a) IN GENERAL.—Paragraph (11) of section
457(e) (relating to deferred compensation
plans of State and local governments and
tax-exempt organizations) is amended to
read as follows:

““(11) CERTAIN PLANS EXCLUDED.—

“(A) IN GENERAL.—The following plans
shall be treated as not providing for the de-
ferral of compensation:

“(i) Any bona fide vacation leave, sick
leave, compensatory time, severance pay,
disability pay, or death benefit plan.

“(ii) Any plan paying solely length of serv-
ice awards to bona fide volunteers (or their
beneficiaries) on account of qualified serv-
ices performed by such volunteers.

““(B) SPECIAL RULES APPLICABLE TO LENGTH
OF SERVICE AWARD PLANS.—

““(i) BONA FIDE VOLUNTEER.—AnN individual
shall be treated as a bona fide volunteer for
purposes of subparagraph (A)(ii) if the only
compensation received by such individual for
performing qualified services is in the form
of—

“(1) reimbursement for (or a reasonable al-
lowance for) reasonable expenses incurred in
the performance of such services, or

“(11) reasonable benefits (including length
of service awards), and nominal fees for such
services, customarily paid by eligible em-
ployers in connection with the performance
of such services by volunteers.

“(if) LIMITATION ON ACCRUALS.—A plan
shall not be treated as described in subpara-
graph (A)(ii) if the aggregate amount of
length of service awards accruing with re-
spect to any year of service for any bona fide
volunteer exceeds $3,000.

““(C) QUALIFIED SERVICES.—For purposes of
this paragraph, the term ‘qualified services’
means fire fighting and prevention services,
emergency medical services, and ambulance
services.”

(b) EXEMPTION FROM SOCIAL SECURITY
TAXES.—

(1) Subsection (a)(5) of section 3121, as
amended by section 1421, is amended by
striking ‘“‘(or)”” at the end of subparagraph
(G), by inserting ‘““or’’ at the end of subpara-
graph (H), and by adding at the end the fol-
lowing new subparagraph:

“(1) under a plan described in section
457(e)(11)(A)(ii) and maintained by an eligible
employer (as defined in section 457(e)(1)).”".

(2) Section 209(a)(4) of the Social Security
Act is amended by inserting ‘‘; or (K) under
a plan described in section 457(e)(11)(A)(ii) of
the Internal Revenue Code of 1986 and main-
tained by an eligible employer (as defined in
section 457(e)(1) of such Code)” before the
semicolon at the end thereof.

(c) EFFECTIVE DATE.—

(1) SUBSECTION (a).—The amendment made
by subsection (a) shall apply to accruals of
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length of service awards after December 31,
1996.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to remunera-
tion paid after December 31, 1996.

SEC. 1459. DATE FOR ADOPTION OF PLAN AMEND-
MENTS.

If any amendment made by this subtitle
requires an amendment to any plan or annu-
ity contract, such amendment shall not be
required to be made before the first day of
the first plan year beginning on or after Jan-
uary 1, 1997, if—

(1) during the period after such amendment
takes effect and before such first plan year,
the plan or contract is operated in accord-
ance with the requirements of such amend-
ment, and

(2) such amendment applies retroactively
to such period.

In the case of a governmental plan (as de-
fined in section 414(d) of the Internal Reve-
nue Code of 1986), this section shall be ap-
plied by substituting “1999" for “1997"".
Subtitle E—Revenue Offsets

PART I—GENERAL PROVISIONS

SEC. 1601. MODIFICATIONS OF PUERTO RICO AND
POSSESSION TAX CREDIT.

(a) IN GENERAL.—Section 936 is amended by
adding at the end the following new sub-
section:

““(J) TERMINATION OF QPSII AND REDUCED
CREDIT; REDUCTION IN ECONOMIC ACTIVITY
CREDIT.—

““(1) IN GENERAL.—EXxcept as otherwise pro-
vided in this subsection, this section shall
not apply to any taxable year beginning
after December 31, 1995.

“(2) SPECIAL RULES FOR ACTIVE BUSINESS IN-
COME CREDIT.—Except as provided in para-
graph (3)—

“(A) ECONOMIC ACTIVITY CREDIT.—In the
case of an existing credit claimant—

(i) with respect to a possession other than
Puerto Rico, and

““(ii) to which subsection (a)(4)(B) does not
apply,
the credit determined under subsection
(@)(1)(A) shall be allowed for taxable years
beginning after December 31, 1995, except
that in the case of taxable years beginning
after December 31, 2005, subsection
(@)(4)(A)(i) shall be applied by substituting
‘40 percent’ for ‘60 percent’.

‘“(B) REDUCED CREDIT.—

‘(i) IN GENERAL.—IN the case of an existing
credit claimant to which subsection (a)(4)(B)
applies, the credit determined under sub-
section (a)(1)(A) shall be allowed for taxable
years beginning after December 31, 1995, and
before January 1, 2006.

““(ii) ELECTION IRREVOCABLE AFTER 1997.—AnN
election under subsection (a)(4)(B)(iii) which
is in effect for the taxpayer’s last taxable
year beginning before 1997 may not be re-
voked unless it is revoked for the taxpayer’s
first taxable year beginning in 1997 and all
subsequent taxable years.

““(C) ECONOMIC ACTIVITY CREDIT FOR PUERTO
RICO.—

“For economic activity credit for Puerto
Rico, see section 30A.

*“(3) ADDITIONAL RESTRICTION ON CREDIT.—

“(A) IN GENERAL.—IN the case of an exist-
ing credit claimant, the aggregate amount of
taxable income taken into account under
subsection (a)(1)(A) shall not exceed the ad-
justed base period income of such claimant—

‘(i) in the case of the credit described in
paragraph (2)(A), for any taxable year begin-
ning after December 31, 2001, and

““(ii) in the case of the credit described in
paragraph (2)(B), for any taxable year begin-
ning after December 31, 1997.

‘“(B) COORDINATION WITH SUBSECTION (a)(4).—
The amount of income described in sub-
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section (a)(1)(A) which is taken into account
in applying subsection (a)(4) shall be such in-
come as reduced under this paragraph.

““(4) ADJUSTED BASE PERIOD INCOME.—For
purposes of paragraph (3)—

““(A) IN GENERAL.—The term ‘adjusted base
period income’ means the average of the in-
flation-adjusted possession incomes of the
corporation for each base period year.

“(B) INFLATION-ADJUSTED POSSESSION IN-
COME.—For purposes of subparagraph (A), the
inflation-adjusted possession income of any
corporation for any base period year shall be
an amount equal to the sum of—

‘(i) the possession income of such corpora-
tion for such base period year, plus

““(ii) such possession income multiplied by
the inflation adjustment percentage for such
base period year.

““(C) INFLATION ADJUSTMENT PERCENTAGE.—
For purposes of subparagraph (B), the infla-
tion adjustment percentage for any base pe-
riod year means the percentage (if any) by
which—

““(i) the CPI for 1995, exceeds

““(ii) the CPI for the calendar year in which
the base period year for which the deter-
mination is being made ends.

For purposes of the preceding sentence, the
CPI for any calendar year is the CPI (as de-
fined in section 1(f)(5)) for such year under
section 1(f)(4).

‘(D) INCREASE IN INFLATION ADJUSTMENT
PERCENTAGE FOR GROWTH DURING BASE
YEARS.—The inflation adjustment percentage
(determined under subparagraph (C) without
regard to this subparagraph) for each of the
5 taxable years referred to in paragraph
(5)(A) shall be increased by—

“(i) 5 percentage points in the case of a
taxable year ending during the 1l-year period
ending on October 13, 1995;

““(ii) 10.25 percentage points in the case of
a taxable year ending during the 1l-year pe-
riod ending on October 13, 1994;

““(iii) 15.76 percentage points in the case of
a taxable year ending during the 1l-year pe-
riod ending on October 13, 1993;

““(iv) 21.55 percentage points in the case of
a taxable year ending during the 1l-year pe-
riod ending on October 13, 1992; and

““(v) 27.63 percentage points in the case of a
taxable year ending during the 1l-year period
ending on October 13, 1991.

“(5) BASE PERIOD YEAR.—For purposes of
this subsection—

“(A) IN GENERAL.—The term ‘base period
year’ means each of 3 taxable years which
are among the 5 most recent taxable years of
the corporation ending before October 14,
1995, determined by disregarding—

‘(i) one taxable year for which the cor-
poration had the largest inflation-adjusted
possession income, and

“(ii) one taxable year for which the cor-
poration had the smallest inflation-adjusted
possession income.

‘“(B) CORPORATIONS NOT HAVING SIGNIFICANT
POSSESSION INCOME THROUGHOUT 5-YEAR PE-
RIOD.—

“(i) IN GENERAL.—If a corporation does not
have significant possession income for each
of the most recent 5 taxable years ending be-
fore October 14, 1995, then, in lieu of applying
subparagraph (A), the term ‘base period year’
means only those taxable years (of such 5
taxable years) for which the corporation has
significant possession income; except that, if
such corporation has significant possession
income for 4 of such 5 taxable years, the rule
of subparagraph (A)(ii) shall apply.

““(ii) SPECIAL RULE.—If there is no year (of
such 5 taxable years) for which a corporation
has significant possession income—

“(1) the term ‘base period year’ means the
first taxable year ending on or after October
14, 1995, but
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“(I1) the amount of possession income for
such year which is taken into account under
paragraph (4) shall be the amount which
would be determined if such year were a
short taxable year ending on September 30,
1995.

““(iii) SIGNIFICANT POSSESSION INCOME.—For
purposes of this subparagraph, the term ‘sig-
nificant possession income’ means possession
income which exceeds 2 percent of the pos-
session income of the taxpayer for the tax-
able year (of the period of 6 taxable years
ending with the first taxable year ending on
or after October 14, 1995) having the greatest
possession income.

““(C) ELECTION TO USE ONE BASE PERIOD
YEAR.—

“(i) IN GENERAL.—At the election of the
taxpayer, the term ‘base period year’
means—

“(1) only the last taxable year of the cor-
poration ending in calendar year 1992, or

“(I1) a deemed taxable year which includes
the first ten months of calendar year 1995.

“(ii) BASE PERIOD INCOME FOR 1995.—In de-
termining the adjusted base period income of
the corporation for the deemed taxable year
under clause (i)(Il), the possession income
shall be annualized and shall be determined
without regard to any extraordinary item.

“(iii) ELECTION.—AnN election under this
subparagraph by any possession corporation
may be made only for the corporation’s first
taxable year beginning after December 31,
1995, for which it is a possession corporation.
The rules of subclauses (I1) and (I11) of sub-
section (a)(4)(B)(iii) shall apply to the elec-
tion under this subparagraph.

““(D) ACQUISITIONS AND DISPOSITIONS.—
Rules similar to the rules of subparagraphs
(A) and (B) of section 41(f)(3) shall apply for
purposes of this subsection.

““(6) POSSESSION INCOME.—For purposes of
this subsection, the term ‘possession income’
means, with respect to any possession, the
income referred to in subsection (a)(1)(A) de-
termined with respect to that possession. In
no event shall possession income be treated
as being less than zero.

“(7) SHORT YEARS.—If the current year or a
base period year is a short taxable year, the
application of this subsection shall be made
with such annualizations as the Secretary
shall prescribe.

‘“(8) SPECIAL RULES FOR CERTAIN POSSES-
SIONS.—

“(A) IN GENERAL.—INn the case of an exist-
ing credit claimant with respect to an appli-
cable possession—

‘(i) this section (other than the preceding
paragraphs of this subsection) shall apply to
such claimant with respect to such applica-
ble possession for taxable years beginning
after December 31, 1995, and before January
1, 2006, and

““(ii) this section (including the preceding
paragraphs of this subsection) shall apply to
such claimant with respect to such applica-
ble possession for taxable years beginning
after December 31, 2005.

“(B) APPLICABLE POSSESSION.—For pur-
poses of this paragraph, the term ‘applicable
possession’ means Guam, American Samoa,
and the Commonwealth of the Northern Mar-
iana Islands.

““(9) EXISTING CREDIT CLAIMANT.—For pur-
poses of this subsection—

“(A) IN GENERAL.—The term ‘existing cred-
it claimant’ means a corporation—

“(i) which was actively conducting a trade
or business in a possession on October 13,
1995, and

“(ii) with respect to which an election
under this section is in effect for the cor-
poration’s taxable year which includes Octo-
ber 13, 1995.

““(B) NEW LINES OF BUSINESS PROHIBITED.—
If, after October 13, 1995, a corporation which
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would (but for this subparagraph) be an ex-
isting credit claimant adds a substantial new
line of business, such corporation shall cease
to be treated as an existing credit claimant
as of the close of the taxable year ending be-
fore the date of such addition.

““(C) BINDING CONTRACT EXCEPTION.—If, on
October 13, 1995, and at all times thereafter,
there is in effect with respect to a corpora-
tion a binding contract for the acquisition of
assets to be used in, or for the sale of assets
to be produced from, a trade or business, the
corporation shall be treated for purposes of
this paragraph as actively conducting such
trade or business on October 13, 1995. The
preceding sentence shall not apply if such
trade or business is not actively conducted
before January 1, 1996.

“(10) SEPARATE APPLICATION TO EACH POS-
SESSION.—For purposes of determining—

“(A) whether a taxpayer is an existing
credit claimant, and

“(B) the amount of the credit allowed
under this section,

this subsection (and so much of this section
as relates to this subsection) shall be applied
separately with respect to each possession.”.

(b) EcoNnoMIC ACTIVITY CREDIT FOR PUERTO
Rico.—

(1) IN GENERAL.—Subpart B of part IV of
subchapter A of chapter 1 is amended by add-
ing at the end the following new section:
“SEC. 30A. PUERTO RICAN ECONOMIC ACTIVITY

CREDIT.

‘‘(a) ALLOWANCE OF CREDIT.—

““(1) IN GENERAL.—EXxcept as otherwise pro-
vided in this section, if the conditions of
both paragraph (1) and paragraph (2) of sub-
section (b) are satisfied with respect to a
qualified domestic corporation, there shall
be allowed as a credit against the tax im-
posed by this chapter an amount equal to the
portion of the tax which is attributable to
the taxable income, from sources without
the United States, from—

““(A) the active conduct of a trade or busi-
ness within Puerto Rico, or

‘“(B) the sale or exchange of substantially
all of the assets used by the taxpayer in the
active conduct of such trade or business.

In the case of any taxable year beginning
after December 31, 2001, the aggregate
amount of taxable income taken into ac-
count under the preceding sentence (and in
applying subsection (d)) shall not exceed the
adjusted base period income of such corpora-
tion, as determined in the same manner as
under section 936(j).

““(2) QUALIFIED DOMESTIC CORPORATION.—
For purposes of paragraph (1), the term
‘qualified domestic corporation’ means a do-
mestic corporation—

“(A) which is an existing credit claimant
with respect to Puerto Rico, and

“(B) with respect to which section
936(a)(4)(B) does not apply for the taxable
year.

‘“(3) SEPARATE APPLICATION.—For purposes
of determining—

“(A) whether a taxpayer is an existing
credit claimant with respect to Puerto Rico,
and

“(B) the amount of the credit allowed
under this section,

this section (and so much of section 936 as
relates to this section) shall be applied sepa-
rately with respect to Puerto Rico.

‘“(b) CONDITIONS WHICH MusT BE SATIS-
FIED.—The conditions referred to in sub-
section (a) are—

““(1) 3-YEAR PERIOD.—If 80 percent or more
of the gross income of the qualified domestic
corporation for the 3-year period imme-
diately preceding the close of the taxable
year (or for such part of such period imme-
diately preceding the close of such taxable
year as may be applicable) was derived from
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sources within a possession of the United
States (determined without regard to section
904(f)).

““(2) TRADE OR BUSINESS.—If 75 percent or
more of the gross income of the qualified do-
mestic corporation for such period or such
part thereof was derived from the active con-
duct of a trade or business within a posses-
sion of the United States.

““(c) CREDIT NOT ALLOWED AGAINST CERTAIN
Taxes.—The credit provided by subsection
(a) shall not be allowed against the tax im-
posed by—

““(1) section 59A (relating to environmental
tax),

““(2) section 531 (relating to the tax on ac-
cumulated earnings),

““(3) section 541 (relating to personal hold-
ing company tax), or

““(4) section 1351 (relating to recoveries of
foreign expropriation losses).

“(d) LIMITATIONS ON CREDIT.—The amount
of the credit determined under subsection (a)
for any taxable year shall not exceed the
sum of the following amounts:

““(1) 60 percent (40 percent in the case of
taxable years beginning after December 31,
2005) of the sum of—

““(A) the aggregate amount of the qualified
domestic corporation’s qualified possession
wages for such taxable year, plus

““(B) the allocable employee fringe benefit
expenses of the qualified domestic corpora-
tion for such taxable year.

““(2) The sum of—

“(A) 15 percent of the depreciation allow-
ances for the taxable year with respect to
short-life qualified tangible property,

““(B) 40 percent of the depreciation allow-
ances for the taxable year with respect to
medium-life qualified tangible property, and

““(C) 65 percent of the depreciation allow-
ances for the taxable year with respect to
long-life qualified tangible property.

“(3) If the qualified domestic corporation
does not have an election to use the method
described in section 936(h)(5)(C)(ii) (relating
to profit split) in effect for the taxable year,
the amount of the qualified possession in-
come taxes for the taxable year allocable to
nonsheltered income.

““(e) ADMINISTRATIVE PROVISIONS.—For pur-
poses of this title (other than section 27)—

““(1) the provisions of section 936 (including
any applicable election thereunder) shall
apply in the same manner as if the credit
under this section were a credit under sec-
tion 936(a)(1)(A) for a domestic corporation
to which section 936(a)(4)(A) applies,

““(2) the credit under this section shall be
treated in the same manner as the credit
under section 936, and

““(3) a corporation to which this section ap-
plies shall be treated in the same manner as
if it were a corporation electing the applica-
tion of section 936.

““(f) DEFINITIONS.—For purposes of this sec-
tion, any term used in this section which is
also used in section 936 shall have the same
meaning given such term by section 936.

““(g) APPLICATION OF SECTION.—This section
shall apply to taxable years beginning after
December 31, 1995.””

(2) CONFORMING AMENDMENTS.—

(A) Paragraph (1) of section 55(c) is amend-
ed by striking ‘“‘and the section 936 credit al-
lowable under section 27(b)’” and inserting “‘,
the section 936 credit allowable under section
27(b), and the Puerto Rican economic activ-
ity credit under section 30A™.

(B) Subclause (1) of section 56(g)(4)(C)(ii) is
amended—

(i) by inserting ““30A,”” before ““936”’, and

(i) by striking ‘“‘and (i)’ and inserting *‘,
(i), and (§).

(C) Clause (iii) of section 56(g)(4)(C) is
amended by adding at the end the following
new subclause:



July 8, 1996

“(VI1) APPLICATION TO SECTION 30A CORPORA-
TIoNs.—References in this clause to section
936 shall be treated as including references to
section 30A.”".

(D)(i) Subsection (b) of section 59 is amend-
ed by striking ‘“‘section 936,”” and all that fol-
lows and inserting ‘‘section 30A or 936, alter-
native minimum taxable income shall not
include any income with respect to which a
credit is determined under section 30A or
936."".

(if) The heading for section 59(b) is amend-
ed by inserting ‘‘30A OR’’ before ““936"".

(E) The table of sections for subpart B of
part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new item:

““Sec. 30A. Puerto Rican economic activity
credit.”.

(F)(i) The heading for subpart B of part IV
of subchapter A of chapter 1 is amended to
read as follows:

“Subpart B—Other Credits”.

(ii) The table of subparts for part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to subpart B and in-
serting the following new item:

‘“‘Subpart B. Other credits.”.

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years be-
ginning after December 31, 1995.

(2) SPECIAL RULE FOR QUALIFIED POSSESSION
SOURCE INVESTMENT INCOME.—The amend-
ments made by this section shall not apply
to qualified possession source investment in-
come received or accrued before July 1, 1996,
without regard to the taxable year in which
received or accrued.

SEC. 1602. REPEAL OF EXCLUSION FOR INTEREST
ON LOANS USED TO ACQUIRE EM-
PLOYER SECURITIES.

(a) IN GENERAL.—Section 133 (relating to
interest on certain loans used to acquire em-
ployer securities) is hereby repealed.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (B) of section 291(e)(1) is
amended by striking clause (iv) and by redes-
ignating clause (v) as clause (iv).

(2) Section 812 is amended by striking sub-
section (g).

(3) Paragraph (5) of section 852(b) is amend-
ed by striking subparagraph (C).

(4) Paragraph (2) of section 4978(b) is
amended by striking subparagraph (A) and
all that follows and inserting the following:

“(A) first from qualified securities to
which section 1042 applied acquired during
the 3-year period ending on the date of the
disposition, beginning with the securities
first so acquired, and

““(B) then from any other employer securi-
ties.

If subsection (d) applies to a disposition, the
disposition shall be treated as made from
employer securities in the opposite order of
the preceding sentence.”’.

(5)(A) Section 4978B (relating to tax on dis-
position of employer securities to which sec-
tion 133 applied) is hereby repealed.

(B) The table of sections for chapter 43 is
amended by striking the item relating to
section 4978B.

(6) Subsection (e) of section 6047 is amend-
ed by striking paragraphs (1), (2), and (3) and
inserting the following new paragraphs:

‘(1) any employer maintaining, or the plan
administrator (within the meaning of section
414(g)) of, an employee stock ownership plan
which holds stock with respect to which sec-
tion 404(k) applies to dividends paid on such
stock, or

““(2) both such employer or plan adminis-
trator,”.

(7) Subsection (f) of section 7872 is amended
by striking paragraph (12).
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(8) The table of sections for part Il of sub-
chapter B of chapter 1 is amended by strik-
ing the item relating to section 133.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to loans made after
the date of the enactment of this Act.

(2) REFINANCINGS.—The amendments made
by this section shall not apply to loans made
after the date of the enactment of this Act
to refinance securities acquisition loans (de-
termined without regard to section
133(b)(1)(B) of the Internal Revenue Code of
1986, as in effect on the day before the date
of the enactment of this Act) made on or be-
fore such date or to refinance loans described
in this paragraph if—

(A) the refinancing loans meet the require-
ments of section 133 of such Code (as so in ef-
fect),

(B) immediately after the refinancing the
principal amount of the loan resulting from
the refinancing does not exceed the principal
amount of the refinanced loan (immediately
before the refinancing), and

(C) the term of such refinancing loan does
not extend beyond the last day of the term of
the original securities acquisition loan.

For purposes of this paragraph, the term ‘‘se-
curities acquisition loan” includes a loan
from a corporation to an employee stock
ownership plan described in section 133(b)(3)
of such Code (as so in effect).

(3) EXCEPTION.—ANY loan made pursuant to
a binding written contract in effect before
June 10, 1996, and at all times thereafter be-
fore such loan is made, shall be treated for
purposes of paragraphs (1) and (2) as a loan
made on or before the date of the enactment
of this Act.

SEC. 1603. REPEAL OF EXCLUSION FOR PUNITIVE
DAMAGES.

(a) IN GENERAL.—Paragraph (2) of section
104(a) (relating to compensation for injuries
or sickness) is amended to read as follows:

“(2) the amount of any damages (other
than punitive damages) received (whether by
suit or agreement and whether as lump sums
or as periodic payments) on account of per-
sonal injuries or sickness;”’.

(b) APPLICATION OF PRIOR LAW FOR STATES
IN WHICH ONLY PUNITIVE DAMAGES MAY BE
AWARDED IN WRONGFUL DEATH ACTIONS.—
Section 104 is amended by redesignating sub-
section (c) as subsection (d) and by inserting
after subsection (b) the following new sub-
section:

“(c) APPLICATION OF PRIOR LAW IN CERTAIN
CAses.—Notwithstanding subsection (a)(2),
gross income shall not include punitive dam-
ages awarded in a civil action—

““(1) which is a wrongful death action, and

““(2) with respect to which applicable State
law (as in effect on September 13, 1995 and
without regard to any modification after
such date) provides, or has been construed to
provide by a court of competent jurisdiction
pursuant to a decision issued on or before
September 13, 1995, that only punitive dam-
ages may be awarded in such an action.
This subsection shall cease to apply to any
civil action filed on or after the first date on
which the applicable State law ceases to pro-
vide (or is no longer construed to provide)
the treatment described in paragraph (2).”".

©) CONFORMING ~ AMENDMENT.—Section
104(a) is amended by striking the last sen-
tence.

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to amounts received after
June 30, 1996, in taxable years ending after
such date.

(2) EXCEPTION.—The amendments made by
this section shall not apply to any amount
received under a written binding agreement,
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court decree, or mediation award in effect on

(or issued on or before) September 13, 1995.

SEC. 1604. EXTENSION AND PHASEDOWN OF LUX-
URY PASSENGER AUTOMOBILE TAX.

(a) EXTENSION.—Subsection (f) of section
4001 is amended by striking ‘1999 and in-
serting ‘“2002"".

(b) PHASEDOWN.—Section 4001 is amended
by redesignating subsection (f) (as amended
by subsection (a) of this section) as sub-
section (g) and by inserting after subsection
(e) the following new subsection:

““(f) PHASEDOWN.—For sales occurring after
June 30 in calendar year 1996, and in calendar
years after 1996 and before 2003, subsection
(a) shall be applied by substituting for ‘10
percent’ the percentage determined in ac-
cordance with the following table:

“If the calendar year is: The percentage is:

1996 9 percent
1997 8 percent
1998 7 percent
1999 ... 6 percent
2000 ... 5 percent
2001 ... 4 percent
2002 3 percent.”

(c) EFFeCTIVE DATE.—The amendments
made by this section shall take effect on
July 1, 1996.

SEC. 1605. TERMINATION OF FUTURE TAX-EX-
EMPT BOND FINANCING FOR LOCAL
FURNISHERS OF ELECTRICITY AND
GAS.

Section 142(f) (relating to local furnishing
of electric energy or gas) is amended by add-
ing at the end the following new paragraphs:

““(3) TERMINATION OF FUTURE FINANCING.—
For purposes of this section, no bond may be
issued as part of an issue described in sub-
section (a)(8) with respect to a facility for
the local furnishing of electric energy or gas
on or after the date of the enactment of this
paragraph unless—

“(A) the facility will—

““(i) be used by a person who is engaged in
the local furnishing of that energy source on
such date, and

““(ii) be used to provide service within the
area served by such person on such date, or

““(B) the facility will be used by a successor
in interest to such person for the same use
and within the same service area as de-
scribed in subparagraph (A).

““(4) ELECTION TO TERMINATE TAX-EXEMPT
BOND FINANCING BY CERTAIN FURNISHERS.—

“(A) IN GENERAL.—IN the case of a facility
financed with bonds issued before the date of
the enactment of this paragraph which
would cease to be tax-exempt by reason of
the failure to meet the local furnishing re-
quirement of subsection (a)(8) as a result of
a service area expansion, such bonds shall
not cease to be tax-exempt bonds (and sec-
tion 150(b)(4) shall not apply) if the person
engaged in such local furnishing by such fa-
cility makes an election described in sub-
paragraph (B).

““(B) ELECTION.—AnN election is described in
this subparagraph if it is an election made in
such manner as the Secretary prescribes, and
such person (or its predecessor in interest)
agrees that—

‘(i) such election is made with respect to
all facilities for the local furnishing of elec-
tric energy or gas, or both, by such person,

“(if) no bond exempt from tax under sec-
tion 103 and described in subsection (a)(8)
may be issued on or after the date of the en-
actment of this paragraph with respect to all
such facilities of such person,

“(iif) any expansion of the service area—

“(1) is not financed with the proceeds of
any exempt facility bond described in sub-
section (a)(8), and

“(I11) is not treated as a nonqualifying use
under the rules of paragraph (2), and

“(iv) all outstanding bonds used to finance
the facilities for such person are redeemed
not later than 6 months after the later of—
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“(1) the earliest date on which such bonds
may be redeemed, or

“(11) the date of the election.

“(C) RELATED PERSONS.—For purposes of
this paragraph, the term ‘person’ includes a
group of related persons (within the meaning
of section 144(a)(3)) which includes such per-
son.”

SEC. 1606. REPEAL OF FINANCIAL INSTITUTION
TRANSITION RULE TO INTEREST AL-
LOCATION RULES.

(a) IN GENERAL.—Paragraph (5) of section
1215(c) of the Tax Reform Act of 1986 (Public
Law 99-514, 100 Stat. 2548) is hereby repealed.

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

SEC. 1607. EXTENSION OF AIRPORT AND AIRWAY
TRUST FUND EXCISE TAXES.

(a) FUEL TAX.—

(1) Subparagraph (A) of section 4091(b)(3) is
amended to read as follows:

““(A) The rate of tax specified in paragraph
(1) shall be 4.3 cents per gallon—

‘(i) after December 31, 1995, and before the
date which is 7 days after the date of the en-
actment of the Small Business Job Protec-
tion Act of 1996, and

““(ii) after December 31, 1996.”"

(2) Section 4081(d) is amended—

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

“(3) AVIATION GASOLINE.—After December
31, 1996, the rate of tax specified in sub-
section (a)(2)(A)(i) on aviation gasoline shall
be 4.3 cents per gallon.”’, and

(B) by inserting ‘“‘(other than the tax on
aviation gasoline)” after ‘‘subsection
@@@A)".

(3) Section 4041(c)(5) is amended by insert-
ing “*, and during the period beginning on the
date which is 7 days after the date of the en-
actment of the Small Business Job Protec-
tion Act of 1996 and ending on December 31,
1996°" after ‘““December 31, 1995"".

(b) TICKET TAXES.—Sections 4261(g) and
4271(d) are each amended by striking ‘“‘Janu-
ary 1, 1996”” and inserting ‘“‘January 1, 1996,
and to transportation beginning on or after
the date which is 7 days after the date of the
enactment of the Small Business Job Protec-
tion Act of 1996 and before January 1, 1997”".

() TRANSFERS TO AIRPORT AND AIRWAY
TRUST FUND.—

(1) Subsection (b) of section 9502 is amend-
ed by striking ““January 1, 1996”" each place it
appears and inserting ‘‘January 1, 1997"".

(2) Paragraph (3) of section 9502(f) is
amended to read as follows:

“(3) TERMINATION.—Notwithstanding the
preceding provisions of this subsection, the
Airport and Airway Trust Fund financing
rate shall be zero with respect to—

““(A) taxes imposed after December 31, 1995,
and before the date which is 7 days after the
date of the enactment of the Small Business
Job Protection Act of 1996, and

“(B) taxes imposed after December 31,
1996.”

(3) Subsection (d) of section 9502 is amend-
ed by adding at the end the following new
paragraph:

““(5) TRANSFERS FROM AIRPORT AND AIRWAY
TRUST FUND ON ACCOUNT OF REFUNDS OF TAXES
ON TRANSPORTATION BY AIR.—The Secretary
of the Treasury shall pay from time to time
from the Airport and Airway Trust Fund
into the general fund of the Treasury
amounts equivalent to the amounts paid
after December 31, 1995, under section 6402
(relating to authority to make credits or re-
funds) or section 6415 (relating to credits or
refunds to persons who collected certain
taxes) in respect of taxes under sections 4261
and 4271.”

(d) ExXCISE TAX EXEMPTION FOR CERTAIN
EMERGENCY MEDICAL TRANSPORTATION BY AIR
AMBULANCE.—Subsection (f) of section 4261
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(relating to imposition of tax on transpor-
tation by air) is amended to read as follows:

“(f) EXEMPTION FOR AIR AMBULANCES PRO-
VIDING CERTAIN EMERGENCY MEDICAL TRANS-
PORTATION.—NoO tax shall be imposed under
this section or section 4271 on any air trans-
portation for the purpose of providing emer-
gency medical services—

““(1) by helicopter, or

““(2) by a fixed-wing aircraft equipped for
and exclusively dedicated to acute care
emergency medical services.”

(e) EXEMPTION FOR CERTAIN HELICOPTER
Uses.—Subsection (e) of section 4261 is
amended by adding at the end the following
new sentence: ‘““‘In the case of helicopter
transportation described in paragraph (1),
this subsection shall be applied by treating
each flight segment as a distinct flight.”

() FLOOR STOCKS TAXES ON AVIATION
FUEL.—

(1) ImPOSITION OF TAX.—In the case of avia-
tion fuel on which tax was imposed under
section 4091 of the Internal Revenue Code of
1986 before the tax-increase date described in
paragraph (3)(A)(i) and which is held on such
date by any person, there is hereby imposed
a floor stocks tax of 17.5 cents per gallon.

(2) LIABILITY FOR TAX AND METHOD OF PAY-
MENT.—

(A) LIABILITY FOR TAX.—A person holding
aviation fuel on a tax-increase date to which
the tax imposed by paragraph (1) applies
shall be liable for such tax.

(B) METHOD OF PAYMENT.—The tax imposed
by paragraph (1) shall be paid in such man-
ner as the Secretary shall prescribe.

(C) TIME FOR PAYMENT.—The tax imposed
by paragraph (1) with respect to any tax-in-
crease date shall be paid on or before the
first day of the 7th month beginning after
such tax-increase date.

(3) DEFINITIONS.—For purposes of this sub-
section—

(A) TAX INCREASE DATE.—The term ‘‘tax-in-
crease date’”” means the date which is 7 days
after the date of the enactment of this Act.

(B) AVIATION FUEL.—The term ‘‘aviation
fuel” has the meaning given such term by
section 4093 of such Code.

(C) HELD BY A PERSON.—Aviation fuel shall
be considered as ‘‘held by a person” if title
thereto has passed to such person (whether
or not delivery to the person has been made).

(D) SECRETARY.—The term ‘‘Secretary’’
means the Secretary of the Treasury or his
delegate.

(4) EXCEPTION FOR EXEMPT USES.—The tax
imposed by paragraph (1) shall not apply to
aviation fuel held by any person on any tax-
increase date exclusively for any use for
which a credit or refund of the entire tax im-
posed by section 4091 of such Code is allow-
able for aviation fuel purchased on or after
such tax-increase date for such use.

(5) EXCEPTION FOR CERTAIN AMOUNTS OF
FUEL.—

(A) IN GENERAL.—NOo tax shall be imposed
by paragraph (1) on aviation fuel held on any
tax-increase date by any person if the aggre-
gate amount of aviation fuel held by such
person on such date does not exceed 2,000 gal-
lons. The preceding sentence shall apply only
if such person submits to the Secretary (at
the time and in the manner required by the
Secretary) such information as the Sec-
retary shall require for purposes of this para-
graph.

(B) EXEMPT FUEL.—For purposes of sub-
paragraph (A), there shall not be taken into
account fuel held by any person which is ex-
empt from the tax imposed by paragraph (1)
by reason of paragraph (4).

(C) CONTROLLED GROUPS.—For purposes of
this paragraph—

(i) CORPORATIONS.—

(I) IN GENERAL.—AII persons treated as a
controlled group shall be treated as 1 person.
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(I1) CONTROLLED GROUP.—The term ‘‘con-
trolled group” has the meaning given to such
term by subsection (a) of section 1563 of such
Code; except that for such purposes the
phrase ‘““more than 50 percent’” shall be sub-
stituted for the phrase “‘at least 80 percent”’
each place it appears in such subsection.

(ii) NONINCORPORATED PERSONS UNDER COM-
MON CONTROL.—Under regulations prescribed
by the Secretary, principles similar to the
principles of clause (i) shall apply to a group
of persons under common control where 1 or
more of such persons is not a corporation.

(6) OTHER LAW APPLICABLE.—AII provisions
of law, including penalties, applicable with
respect to the taxes imposed by section 4091
of such Code shall, insofar as applicable and
not inconsistent with the provisions of this
subsection, apply with respect to the floor
stock taxes imposed by paragraph (1) to the
same extent as if such taxes were imposed by
such section 4091.

(g) EFFECTIVE DATE.—The amendments
made by this section shall take effect 7 days
after the date of the enactment of this Act,
except that the amendment made by sub-
section (b) shall not apply to any amount
paid on or before such date.

SEC. 1608. BASIS ADJUSTMENT TO PROPERTY
HELD BY CORPORATION WHERE
STOCK IN CORPORATION IS RE-
PLACEMENT PROPERTY UNDER IN-
VOLUNTARY CONVERSION RULES.

(a) IN GENERAL.—Subsection (b) of section
1033 is amended to read as follows:

“‘(b) BASIS OF PROPERTY ACQUIRED THROUGH
INVOLUNTARY CONVERSION.—

‘(1) CONVERSIONS DESCRIBED IN SUBSECTION
(a)(1).—If the property was acquired as the
result of a compulsory or involuntary con-
version described in subsection (a)(1), the
basis shall be the same as in the case of the
property so converted—

“(A) decreased in the amount of any
money received by the taxpayer which was
not expended in accordance with the provi-
sions of law (applicable to the year in which
such conversion was made) determining the
taxable status of the gain or loss upon such
conversion, and

““(B) increased in the amount of gain or de-
creased in the amount of loss to the taxpayer
recognized upon such conversion under the
law applicable to the year in which such con-
version was made.

““(2) CONVERSIONS DESCRIBED IN SUBSECTION
(a)(2).—In the case of property purchased by
the taxpayer in a transaction described in
subsection (a)(2) which resulted in the non-
recognition of any part of the gain realized
as the result of a compulsory or involuntary
conversion, the basis shall be the cost of
such property decreased in the amount of the
gain not so recognized; and if the property
purchased consists of more than 1 piece of
property, the basis determined under this
sentence shall be allocated to the purchased
properties in proportion to their respective
costs.

““(3) PROPERTY HELD BY CORPORATION THE
STOCK OF WHICH IS REPLACEMENT PROPERTY.—

“(A) IN GENERAL.—If the basis of stock in a
corporation is decreased under paragraph (2),
an amount equal to such decrease shall also
be applied to reduce the basis of property
held by the corporation at the time the tax-
payer acquired control (as defined in sub-
section (a)(2)(E)) of such corporation.

“(B) LIMITATION.—Subparagraph (A) shall
not apply to the extent that it would (but for
this subparagraph) require a reduction in the
aggregate adjusted bases of the property of
the corporation below the taxpayer’s ad-
justed basis of the stock in the corporation
(determined immediately after such basis is
decreased under paragraph (2)).

““(C) ALLOCATION OF BASIS REDUCTION.—The
decrease required under subparagraph (A)
shall be allocated—
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““(i) first to property which is similar or re-
lated in service or use to the converted prop-
erty,

““(ii) second to depreciable property (as de-
fined in section 1017(b)(3)(B)) not described in
clause (i), and

““(iii) then to other property.

““(D) SPECIAL RULES.—

‘(i) REDUCTION NOT TO EXCEED ADJUSTED
BASIS OF PROPERTY.—NoO reduction in the
basis of any property under this paragraph
shall exceed the adjusted basis of such prop-
erty (determined without regard to such re-
duction).

““(if) ALLOCATION OF REDUCTION AMONG
PROPERTIES.—If more than 1 property is de-
scribed in a clause of subparagraph (C), the
reduction under this paragraph shall be allo-
cated among such property in proportion to
the adjusted bases of such property (as so de-
termined).”

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to involun-
tary conversions occurring after the date of
the enactment of this Act.

SEC. 1609. EXTENSION OF WITHHOLDING TO CER-
TAIN GAMBLING WINNINGS.

(a) REPEAL OF EXEMPTION FOR BINGO AND
KENo.—Paragraph (5) of section 3402(q) is
amended to read as follows:

““(5) EXEMPTION FOR SLOT MACHINES.—The
tax imposed under paragraph (1) shall not
apply to winnings from a slot machine.””.

(b) THRESHOLD AMOUNT.—Paragraph (3) of
section 3402(q) is amended—

(1) by striking ““(B) and (C)”’ in subpara-
graph (A) and inserting ““(B), (C), and (D),
and

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

‘(D) BINGO AND KENO.—Proceeds of more
than $5,000 from a wager placed in a bingo or
keno game.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
30th day after the date of the enactment of
this Act.

SEC. 1610. TREATMENT OF CERTAIN INSURANCE
CONTRACTS ON RETIRED LIVES.

(a) GENERAL RULE.—

(1) Paragraph (2) of section 817(d) (defining
variable contract) is amended by striking
“or” at the end of subparagraph (A), by
striking “‘and’” at the end of subparagraph
(B) and inserting “‘or”’, and by inserting after
subparagraph (B) the following new subpara-
graph:

“(C) provides for funding of insurance on
retired lives as described in section 807(c)(6),
and’’.

(2) Paragraph (3) of section 817(d) is amend-
ed by striking ‘“‘or” at the end of subpara-
graph (A), by striking the period at the end
of subparagraph (B) and inserting *‘, or”’, and
by inserting after subparagraph (B) the fol-
lowing new subparagraph:

“(C) in the case of funds held under a con-
tract described in paragraph (2)(C), the
amounts paid in, or the amounts paid out,
reflect the investment return and the mar-
ket value of the segregated asset account.”.

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

SEC. 1611. TREATMENT OF CONTRIBUTIONS IN
AID OF CONSTRUCTION.

(a) TREATMENT OF CONTRIBUTIONS IN AID OF
CONSTRUCTION.—

(1) IN GENERAL.—Section 118 (relating to
contributions to the capital of a corporation)
is amended—

(A) by redesignating subsection (c) as sub-
section (e), and

(B) by inserting after subsection (b) the
following new subsections:

“‘(c) SPECIAL RULES FOR WATER AND SEWER-
AGE DISPOSAL UTILITIES.—
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““(1) GENERAL RULE.—For purposes of this
section, the term ‘contribution to the capital
of the taxpayer’ includes any amount of
money or other property received from any
person (whether or not a shareholder) by a
regulated public utility which provides water
or sewerage disposal services if—

““(A) such amount is a contribution in aid
of construction,

““(B) in the case of contribution of property
other than water or sewerage disposal facili-
ties, such amount meets the requirements of
the expenditure rule of paragraph (2), and

“(C) such amount (or any property ac-
quired or constructed with such amount) is
not included in the taxpayer’s rate base for
ratemaking purposes.

*“(2) EXPENDITURE RULE.—AN amount meets
the requirements of this paragraph if—

“(A) an amount equal to such amount is
expended for the acquisition or construction
of tangible property described in section
1231(b)—

‘(i) which is the property for which the
contribution was made or is of the same type
as such property, and

‘(i) which is used predominantly in the
trade or business of furnishing water or sew-
erage disposal services,

‘“(B) the expenditure referred to in sub-
paragraph (A) occurs before the end of the
second taxable year after the year in which
such amount was received, and

“(C) accurate records are kept of the
amounts contributed and expenditures made,
the expenditures to which contributions are
allocated, and the year in which the con-
tributions and expenditures are received and
made.

““(3) DEFINITIONS.—For purposes of this sub-
section—

““(A) CONTRIBUTION IN AID OF CONSTRUC-
TION.—The term ‘contribution in aid of con-
struction’ shall be defined by regulations
prescribed by the Secretary, except that
such term shall not include amounts paid as
service charges for starting or stopping serv-
ices.

““(B) PREDOMINANTLY.—The term ‘predomi-
nantly’ means 80 percent or more.

““(C) REGULATED PUBLIC UTILITY.—The term
‘regulated public utility’ has the meaning
given such term by section 7701(a)(33), except
that such term shall not include any utility
which is not required to provide water or
sewerage disposal services to members of the
general public in its service area.

‘“(4) DISALLOWANCE OF DEDUCTIONS AND
CREDITS; ADJUSTED BASIS.—Notwithstanding
any other provision of this subtitle, no de-
duction or credit shall be allowed for, or by
reason of, any expenditure which constitutes
a contribution in aid of construction to
which this subsection applies. The adjusted
basis of any property acquired with contribu-
tions in aid of construction to which this
subsection applies shall be zero.

‘“(d) STATUTE OF LIMITATIONS.—If the tax-
payer for any taxable year treats an amount
as a contribution to the capital of the tax-
payer described in subsection (c), then—

‘“(1) the statutory period for the assess-
ment of any deficiency attributable to any
part of such amount shall not expire before
the expiration of 3 years from the date the
Secretary is notified by the taxpayer (in
such manner as the Secretary may prescribe)
of—

“(A) the amount of the expenditure re-
ferred to in subparagraph (A) of subsection
©@,

““(B) the taxpayer’s intention not to make
the expenditures referred to in such subpara-
graph, or

“(C) a failure to make such expenditure
within the period described in subparagraph
(B) of subsection (c)(2), and
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““(2) such deficiency may be assessed before
the expiration of such 3-year period notwith-
standing the provisions of any other law or
rule of law which would otherwise prevent
such assessment.”.

) CONFORMING AMENDMENT.—Section
118(b) is amended by inserting ‘‘except as
provided in subsection (c),”” before ‘the
term”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to
amounts received after June 12, 1996.

(b) RECOVERY METHOD AND PERIOD FOR
WATER UTILITY PROPERTY.—

(1) REQUIREMENT TO USE STRAIGHT LINE
METHOD.—Section 168(b)(3) is amended by
adding at the end the following new subpara-
graph:

“(F) Water utility property described in
subsection (e)(5).”".

(2) 25-YEAR RECOVERY PERIOD.—The table
contained in section 168(c)(1) is amended by
inserting the following item after the item
relating to 20-year property:

“Water utility property .................. 25

(3) WATER UTILITY PROPERTY.—

(A) IN GENERAL.—Section 168(e) is amended
by adding at the end the following new para-
graph:

“(5) WATER UTILITY PROPERTY.—The term
‘water utility property’ means property—

“(A) which is an integral part of the gath-
ering, treatment, or commercial distribution
of water, and which, without regard to this
paragraph, would be 20-year property, and

“(B) any municipal sewer.”.

(B) CONFORMING AMENDMENTS.—Section 168
is amended—

(i) by striking subparagraph (F) of sub-
section (e)(3), and

(i) by striking the item relating to sub-
paragraph (F) in the table in subsection
@).

(4) ALTERNATIVE SYSTEM.—Clause (iv) of
section 168(g)(2)(C) is amended by inserting
““or water utility property’ after ‘“‘tunnel
bore”.

(5) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to prop-
erty placed in service after June 12, 1996,
other than property placed in service pursu-
ant to a binding contract in effect before
June 10, 1996, and at all times thereafter be-
fore the property is placed in service.

PART II—FINANCIAL ASSET
SECURITIZATION INVESTMENTS
SEC. 1621. FINANCIAL ASSET SECURITIZATION IN-
VESTMENT TRUSTS.

(a) IN GENERAL.—Subchapter M of chapter
1 is amended by adding at the end the follow-
ing new part:

“PART V—FINANCIAL ASSET
SECURITIZATION INVESTMENT TRUSTS
““‘Sec. 860H. Taxation of a FASIT; other gen-

eral rules.
““Sec. 860l. Gain recognition on contribu-
tions to and distributions from
a FASIT and in other cases.
““Sec. 860J. Non-FASIT losses not to offset
certain FASIT inclusions.

““Sec. 860K. Treatment of transfers of high-

yield interests to disqualified
holders.
““Sec. 860L. Definitions and other special
rules.
“SEC. 860H. TAXATION OF A FASIT; OTHER GEN-
ERAL RULES.

“(a) TAXATION OF FASIT.—A FASIT as
such shall not be subject to taxation under
this subtitle (and shall not be treated as a
trust, partnership, corporation, or taxable
mortgage pool).

““(b) TAXATION OF HOLDER OF OWNERSHIP IN-
TEREST.—In determining the taxable income
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of the holder of the ownership interest in a
FASIT—

“(1) all assets, liabilities, and items of in-
come, gain, deduction, loss, and credit of a
FASIT shall be treated as assets, liabilities,
and such items (as the case may be) of such
holder,

“(2) the constant yield method (including
the rules of section 1272(a)(6)) shall be ap-
plied under an accrual method of accounting
in determining all interest, acquisition dis-
count, original issue discount, and market
discount and all premium deductions or ad-
justments with respect to all debt instru-
ments of the FASIT,

““(3) there shall not be taken into account
any item of income, gain, or deduction allo-
cable to a prohibited transaction, and

““(4) interest accrued by the FASIT which
is exempt from tax imposed by this subtitle
shall, when taken into account by such hold-
er, be treated as ordinary income.

For purposes of this subtitle, securities
treated as held by such holder under para-
graph (1) shall be treated as held for invest-
ment.

““(c) TREATMENT OF REGULAR INTERESTS.—
For purposes of this title—

‘(1) a regular interest in a FASIT, if not
otherwise a debt instrument, shall be treated
as a debt instrument,

““(2) section 163(e)(5) shall not apply to such
an interest, and

““(3) amounts includible in gross income
with respect to such an interest shall be de-
termined under an accrual method of ac-
counting.
“SEC. 860l. GAIN RECOGNITION ON CONTRIBU-
TIONS TO AND DISTRIBUTIONS
FROM A FASIT AND IN OTHER
CASES.

““(a) TREATMENT OF PROPERTY ACQUIRED BY
FASIT.—

““(1) PROPERTY ACQUIRED FROM HOLDER OF
OWNERSHIP INTEREST OR RELATED PERSON.—If
property is sold or contributed to a FASIT
by the holder of the ownership interest in
such FASIT (or by a related person) gain (if
any) shall be recognized to such holder (or
person) in an amount equal to the excess (if
any) of such property’s value under sub-
section (d) on the date of such sale or con-
tribution over its adjusted basis on such
date.

““(2) PROPERTY ACQUIRED OTHER THAN FROM
HOLDER OF OWNERSHIP INTEREST OR RELATED
PERSON.—Property which is acquired by a
FASIT other than in a transaction to which
paragraph (1) applies shall be treated—

“(A) as having been acquired by the holder
of the ownership interest in the FASIT for
an amount equal to the FASIT’s adjusted
basis in such property as of the date such
property is acquired by the FASIT, and

“(B) as having been sold by such holder to
the FASIT at its value under subsection (d)
on such date.

“(b) GAIN RECOGNITION ON PROPERTY OUT-
SIDE FASIT WHICH SUPPORTS REGULAR IN-
TERESTS.—If property held by the holder of
the ownership interest in a FASIT (or by any
person related to such holder) supports any
regular interest in such FASIT—

““(1) gain shall be recognized to such holder
in the same manner as if such holder had
sold such property at its value under sub-
section (d) on the earliest date such property
supports such an interest, and

““(2) such property shall be treated as held
by such FASIT for purposes of this part.

‘“(c) DEFERRAL OF GAIN RECOGNITION.—The
Secretary may prescribe regulations which—

““(1) provide that gain otherwise recognized
under subsection (a) or (b) shall not be recog-
nized before the earliest date on which such
property supports any regular interest in
such FASIT or any indebtedness of the hold-
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er of the ownership interest (or of any person
related to such holder), and

““(2) provide such adjustments to the other
provisions of this part to the extent appro-
priate in the context of the treatment pro-
vided under paragraph (1).

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

“(1) IN GENERAL.—The value of any prop-
erty under this subsection shall be—

““(A) in the case of a debt instrument which
is not traded on an established securities
market, the sum of the present values of the
reasonably expected payments under such in-
strument determined (in the manner pro-
vided by regulations prescribed by the Sec-
retary)—

‘(i) as of the date of the event resulting in
the gain recognition under this section, and

““(if) by using a discount rate equal to 120
percent of the applicable Federal rate (as de-
fined in section 1274(d)), or such other dis-
count rate specified in such regulations,
compounded semiannually, and

““(B) in the case of any other property, its
fair market value.

““(2) SPECIAL RULE FOR REVOLVING LOAN AC-
COUNTS.—For purposes of paragraph (1)—

““(A) each extension of credit (other than
the accrual of interest) on a revolving loan
account shall be treated as a separate debt
instrument, and

““(B) payments on such extensions of credit
having substantially the same terms shall be
applied to such extensions beginning with
the earliest such extension.

““(e) SPECIAL RULES.—

““(1) NONRECOGNITION RULES NOT TO
APPLY.—Gain required to be recognized
under this section shall be recognized not-
withstanding any other provision of this sub-
title.

““(2) BASIS ADJUSTMENTS.—The basis of any
property on which gain is recognized under
this section shall be increased by the amount
of gain so recognized.

“SEC. 860J. NON-FASIT LOSSES NOT TO OFFSET
CERTAIN FASIT INCLUSIONS.

““(a) IN GENERAL.—The taxable income of
the holder of the ownership interest or any
high-yield interest in a FASIT for any tax-
able year shall in no event be less than such
holder’s taxable income determined solely
with respect to such interests.

““(b) COORDINATION WITH SECTION 172.—Any
increase in the taxable income of any holder
of the ownership interest or a high-yield in-
terest in a FASIT for any taxable year by
reason of subsection (a) shall be dis-
regarded—

“(1) in determining under section 172 the
amount of any net operating loss for such
taxable year, and

“(2) in determining taxable income for
such taxable year for purposes of the 2nd
sentence of section 172(b)(2).

‘“(c) COORDINATION WITH MINIMUM TAX.—
For purposes of part VI of subchapter A of
this chapter—

‘(1) the reference in section 55(b)(2) to tax-
able income shall be treated as a reference to
taxable income determined without regard
to this section,

““(2) the alternative minimum taxable in-
come of any holder of the ownership interest
or a high-yield interest in a FASIT for any
taxable year shall in no event be less than
such holder’s taxable income determined
solely with respect to such interests, and

““(3) any increase in taxable income under
this section shall be disregarded for purposes
of computing the alternative tax net operat-
ing loss deduction.

“SEC. 860K. TREATMENT OF TRANSFERS OF
HIGH-YIELD INTERESTS TO DIS-
QUALIFIED HOLDERS.

‘“(2a) GENERAL RULE.—In the case of any
high-yield interest which is held by a dis-
qualified holder—

July 8, 1996

““(1) the gross income of such holder shall
not include any income (other than gain) at-
tributable to such interest, and

““(2) amounts not includible in the gross in-
come of such holder by reason of paragraph
(1) shall be included (at the time otherwise
includible under paragraph (1)) in the gross
income of the most recent holder of such in-
terest which is not a disqualified holder.

“(b) EXcCePTIONS.—Rules similar to the
rules of paragraphs (4) and (7) of section
860E(e) shall apply to the tax imposed by rea-
son of subsection (a).

““(c) DISQUALIFIED HOLDER.—FoOr purposes
of this section, the term ‘disqualified holder’
means any holder other than—

‘(1) an eligible corporation (as defined in
section 860L.(a)(2)), or

“(2) a FASIT.

“‘(d) TREATMENT OF INTERESTS HELD BY SE-
CURITIES DEALERS.—

““(1) IN GENERAL.—Subsection (a) shall not
apply to any high-yield interest held by a
disqualified holder if such holder is a dealer
in securities who acquired such interest ex-
clusively for sale to customers in the ordi-
nary course of business (and not for invest-
ment).

““(2) CHANGE IN DEALER STATUS.—

““(A) IN GENERAL.—In the case of a dealer in
securities which is not an eligible corpora-
tion (as defined in section 860L(a)(2)), if—

““(i) such dealer ceases to be a dealer in se-
curities, or

“(ii) such dealer commences holding the
high-yield interest for investment,
there is hereby imposed (in addition to other
taxes) an excise tax equal to the product of
the highest rate of tax specified in section
11(b)(1) and the income of such dealer attrib-
utable to such interest for periods after the
date of such cessation or commencement.

““(B) HOLDING FOR 31 DAYS OR LESS.—For
purposes of subparagraph (A)(ii), a dealer
shall not be treated as holding an interest
for investment before the 32d day after the
date such dealer acquired such interest un-
less such interest is so held as part of a plan
to avoid the purposes of this paragraph.

““(C) ADMINISTRATIVE PROVISIONS.—The de-
ficiency procedures of subtitle F shall apply
to the tax imposed by this paragraph.

““(e) TREATMENT OF HIGH-YIELD INTERESTS
IN PASS-THRU ENTITIES.—

““(1) IN GENERAL.—If a pass-thru entity (as
defined in section 860E(e)(6)) issues a debt or
equity interest—

““(A) which is supported by any regular in-
terest in a FASIT, and

“(B) which has an original yield to matu-
rity which is greater than each of—

“(i) the sum determined under clauses (i)
and (ii) of section 163(i)(1)(B) with respect to
such debt or equity interest, and

“(ii) the yield to maturity to such entity
on such regular interest (determined as of
the date such entity acquired such interest),

there is hereby imposed on the pass-thru en-
tity a tax (in addition to other taxes) equal
to the product of the highest rate of tax
specified in section 11(b)(1) and the income of
the holder of such debt or equity interest
which is properly attributable to such regu-
lar interest. For purposes of the preceding
sentence, the yield to maturity of any equity
interest shall be determined under regula-
tions prescribed by the Secretary.

““(2) EXCEPTION.—The Secretary may pro-
vide that paragraph (1) shall not apply to ar-
rangements not having as a principal pur-
pose the avoidance of the purposes of this
subsection.

“SEC. 860L. DEFINITIONS AND OTHER SPECIAL

RULES.
“(a) FASIT.—
“(1) IN GENERAL.—For purposes of this
title, the terms ‘financial asset
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securitization investment trust’ and ‘FASIT’
mean any entity—

“(A) for which an election to be treated as
a FASIT applies for the taxable year,

““(B) all of the interests in which are regu-
lar interests or the ownership interest,

“(C) which has only 1 ownership interest
and such ownership interest is held directly
by an eligible corporation,

““(D) as of the close of the 3rd month begin-
ning after the day of its formation and at all
times thereafter, substantially all of the as-
sets of which (including assets treated as
held by the entity under section 8601(c)(2))
consist of permitted assets, and

“(E) which is not described
851(a).

A rule similar to the rule of the last sen-
tence of section 860D(a) shall apply for pur-
poses of this paragraph.

““(2) ELIGIBLE CORPORATION.—FOr purposes
of paragraph (1)(C), the term ‘eligible cor-
poration’ means any domestic C corporation
other than—

“(A) a corporation which is exempt from,
or is not subject to, tax under this chapter,

““(B) an entity described in section 851(a) or
856(a),

“(C) a REMIC, and

‘(D) an organization to which part I of sub-
chapter T applies.

““(3) ELECTION.—AnN entity (otherwise meet-
ing the requirements of paragraph (1)) may
elect to be treated as a FASIT. Except as
provided in paragraph (5), such an election
shall apply to the taxable year for which
made and all subsequent taxable years unless
revoked with the consent of the Secretary.

““(4) TERMINATION.—If any entity ceases to
be a FASIT at any time during the taxable
year, such entity shall not be treated as a
FASIT for such taxable year or any succeed-
ing taxable year.

““(5) INADVERTENT TERMINATIONS, ETC.—
Rules similar to the rules of section
860D(b)(2)(B) shall apply to inadvertent fail-
ures to qualify or remain qualified as a
FASIT.

“(b) INTERESTS IN FASIT.—For purposes of
this part—

““(1) REGULAR INTEREST.—

“(A) IN GENERAL.—The term ‘regular inter-
est’ means any interest which is issued by a
FASIT after the startup date with fixed
terms and which is designated as a regular
interest if—

‘(i) such interest unconditionally entitles
the holder to receive a specified principal
amount (or other similar amount),

““(ii) except as otherwise provided by the
Secretary—

“(1) in the case of a FASIT which would be
treated as a REMIC if an election under sec-
tion 860D(b) had been made, interest pay-
ments (or other similar amounts), if any,
with respect to such interest at or before
maturity meet the requirements applicable
under clause (i) or (ii) of section
860G (a)(1)(B), or

“(I1) in the case of any other FASIT, inter-
est payments (or other similar amounts), if
any, with respect to such interest are deter-
mined based on a fixed rate, a current rate
which is reasonably expected to measure
contemporaneous variations in the cost of
newly borrowed funds in the currency in
which the regular interest is denominated,
or any combination of such rates,

“(iif) such interest does not have a stated
maturity (including options to renew) great-
er than 30 years (or such longer period as
may be permitted by regulations),

“(iv) the issue price of such interest does
not exceed 125 percent of its stated principal
amount, and

““(v) the yield to maturity on such interest
is less than the sum determined under sec-
tion 163(i)(1)(B) with respect to such interest.

in section
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An interest shall not fail to meet the re-
quirements of clause (i) merely because the
timing (but not the amount) of the principal
payments (or other similar amounts) may be
contingent on the extent that payments on
debt instruments held by the FASIT are
made in advance of anticipated payments
and on the amount of income from permitted
assets.

““(B) HIGH-YIELD INTERESTS.—

“(i) IN GENERAL.—The term ‘regular inter-
est’ includes any high-yield interest.

“(if)  HIGH-YIELD INTEREST.—The term
‘high-yield interest’ means any interest
which would be described in subparagraph
(A) but for failing to meet the requirements
of one or more of clauses (i), (iv), or (v)
thereof.

““(2) OWNERSHIP INTEREST.—The term ‘own-
ership interest’ means the interest issued by
a FASIT after the startup day which is des-
ignated as an ownership interest and which
is not a regular interest.

‘“(c) PERMITTED ASSETS.—For purposes of
this part—

“(1) IN GENERAL.—The term ‘permitted
asset’ means—

““(A) cash or cash equivalents,

“(B) any debt instrument (as defined in
section 1275(a)(1)) under which interest pay-
ments (or other similar amounts), if any, at
or before maturity meet the requirements
applicable under clause (i) or (ii) of section
860G (a)(1)(B),

*“(C) foreclosure property,

‘(D) any asset—

“(i) which is an interest rate or foreign
currency notional principal contract, letter
of credit, insurance, guarantee against pay-
ment defaults, or other similar instrument
permitted by the Secretary, and

““(ii) which is reasonably required to guar-
antee or hedge against the FASIT’s risks as-
sociated with being the obligor on interests
issued by the FASIT,

““(E) contract rights to acquire debt instru-
ments described in subparagraph (B) or as-
sets described in subparagraph (D), and

“(F) any regular interest in another
FASIT.

‘“(2) DEBT ISSUED BY HOLDER OF OWNERSHIP
INTEREST NOT PERMITTED ASSET.—The term
‘permitted asset’ shall not include any debt
instrument issued by the holder of the own-
ership interest in the FASIT or by any per-
son related to such holder or any direct or
indirect interest in such a debt instrument.
The preceding sentence shall not apply to
cash equivalents and to any other invest-
ment specified in regulations prescribed by
the Secretary.

““(3) FORECLOSURE PROPERTY.—The term
‘foreclosure property’ means property—

“(A) which would be foreclosure property
under section 856(e) (determined without re-
gard to paragraph (5) thereof) if acquired by
a real estate investment trust, and

““(B) which is acquired in connection with

the default or imminent default of a debt in-
strument held by the FASIT unless the secu-
rity interest in such property was created for
the principal purpose of permitting the
FASIT to invest in such property.
Solely for purposes of subsection (a)(1), the
determination of whether any property is
foreclosure property shall be made without
regard to section 856(e)(4).

‘“(d) STARTUP DAY.—For purposes of this
part—

““(1) IN GENERAL.—The term ‘startup day’
means the date designated in the election
under subsection (a)(3) as the startup day of
the FASIT. Such day shall be the beginning
of the first taxable year of the FASIT.

““(2) TREATMENT OF PROPERTY HELD ON
STARTUP DAY.—AII property held (or treated
as held under section 8601(c)(2)) by an entity

S7389

as of the startup day shall be treated as con-
tributed to such entity on such day by the
holder of the ownership interest in such en-
tity.

“)Ee) TAX ON PROHIBITED TRANSACTIONS.—

““(1) IN GENERAL.—There is hereby imposed
for each taxable year of a FASIT a tax equal
to 100 percent of the net income derived from
prohibited transactions. Such tax shall be
paid by the holder of the ownership interest
in the FASIT.

““(2) PROHIBITED TRANSACTIONS.—For pur-
poses of this part, the term ‘prohibited
transaction’ means—

“(A) the receipt of any income derived
from any asset that is not a permitted asset,

““(B) except as provided in paragraph (3),
the disposition of any permitted asset,

“(C) the receipt of any income derived
from any loan originated by the FASIT, and

“(D) the receipt of any income represent-
ing a fee or other compensation for services
(other than any fee received as compensation
for a waiver, amendment, or consent under
permitted assets (other than foreclosure
property) held by the FASIT).

““(3) EXCEPTION FOR INCOME FROM CERTAIN
DISPOSITIONS.—

“(A) IN GENERAL.—Paragraph (2)(B) shall
not apply to a disposition which would not
be a prohibited transaction (as defined in
section 860F(a)(2)) by reason of—

“(i) clause (ii), (iii), or (iv) of section
860F(a)(2)(A), or

““(ii) section 860F(a)(5),
if the FASIT were treated as a REMIC and
debt instruments described in subsection
(c)(1)(B) were treated as qualified mortgages.

““(B) SUBSTITUTION OF DEBT INSTRUMENTS;
REDUCTION OF OVER-COLLATERALIZATION.—
Paragraph (2)(B) shall not apply to—

“(i) the substitution of a debt instrument
described in subsection (c)(1)(B) for another
debt instrument which is a permitted asset,
or

““(ii) the distribution of a debt instrument
contributed by the holder of the ownership
interest to such holder in order to reduce
over-collateralization of the FASIT,
but only if a principal purpose of acquiring
the debt instrument which is disposed of was
not the recognition of gain (or the reduction
of a loss) as a result of an increase in the
market value of the debt instrument after
its acquisition by the FASIT.

““(C) LIQUIDATION OF CLASS OF REGULAR IN-
TERESTS.—Paragraph (2)(B) shall not apply
to the complete liquidation of any class of
regular interests.

““(4) NET INCOME.—For purposes of this sub-
section, net income shall be determined in
accordance with section 860F(a)(3).

“(f) COORDINATION WITH WASH SALES
RULES.—Rules similar to the rules of section
860F(d) shall apply to the ownership interest
ina FASIT.

“(9) RELATED PERSON.—For purposes of
this part, a person (hereinafter in this sub-
section referred to as the ‘related person’) is
related to any person if—

““(1) the related person bears a relationship
to such person specified in section 267(b) or
section 707(b)(1), or

““(2) the related person and such person are
engaged in trades or businesses under com-
mon control (within the meaning of sub-
sections (a) and (b) of section 52).

For purposes of paragraph (1), in applying
section 267(b) or 707(b)(1), ‘20 percent’ shall
be substituted for ‘50 percent’.

““(h) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this part, including regulations to
prevent the abuse of the purposes of this part
through transactions which are not pri-
marily related to securitization of debt in-
struments by a FASIT.”.
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(b) TECHNICAL AMENDMENTS.—

(1) Paragraph (2) of section 26(b) is amend-
ed by striking “‘and” at the end of subpara-
graph (M), by striking the period at the end
of subparagraph (N) and inserting ““, and”,
and by adding at the end the following new
subparagraph:

““(O) section 860K (relating to treatment of
transfers of high-yield interests to disquali-
fied holders).”.

(2) Paragraph (6) of section 56(g) is amend-
ed by striking ‘“‘or REMIC” and inserting
“REMIC, or FASIT”.

(3) Clause (ii) of section 382(1)(4)(B) is
amended by striking ‘“‘or a REMIC to which
part IV of subchapter M applies’ and insert-
ing ““a REMIC to which part IV of subchapter
M applies, or a FASIT to which part V of
subchapter M applies™.

(4) Paragraph (1) of section 582(c) is amend-
ed by inserting ‘‘, and any regular or owner-
ship interest in a FASIT,” after “REMIC”".

(5) Subparagraph (E) of section 856(c)(6) is
amended by adding at the end the following
new sentence: ‘“The principles of the preced-
ing provisions of this subparagraph shall
apply to regular and ownership interests in a
FASIT.”.

(6) Subparagraph (C) of section 1202(e)(4) is
amended by striking ‘““or REMIC’’ and insert-
ing “REMIC, or FASIT™.

(7) Clause (xi) of section 7701(a)(19)(C) is
amended to read as follows:

“(xi) any regular or residual interest in a
REMIC, and any regular or ownership inter-
est in a FASIT, but only in the proportion
which the assets of such REMIC or FASIT
consist of property described in any of the
preceding clauses of this subparagraph; ex-
cept that if 95 percent or more of the assets
of such REMIC or FASIT are assets described
in clauses (i) through (x), the entire interest
in the REMIC or FASIT shall qualify.”.

(8) Subparagraph (A) of section 7701(i)(2) is
amended by inserting ‘‘or a FASIT’ after ‘“‘a
REMIC”.

(c) CLERICAL AMENDMENT.—The table of
parts for subchapter M of chapter 1 is amend-
ed by adding at the end the following new
item:

“Part V. Financial asset securitization in-
vestment trusts.”.

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

(e) TREATMENT OF EXISTING SECURITIZATION
ENTITIES.—

(1) IN GENERAL.—IN the case of the holder
of the ownership interest in a pre-effective
date FASIT—

(A) gain shall not be recognized under sec-
tion 860L(d)(2) of the Internal Revenue Code
of 1986 on property deemed contributed to
the FASIT, and

(B) gain shall not be recognized under sec-
tion 8601 of such Code on property contrib-
uted to such FASIT,
until such property (or portion thereof)
ceases to be properly allocable to a pre-
FASIT interest.

(2) ALLOCATION OF PROPERTY TO PRE-FASIT
INTEREST.—For purposes of paragraph (1),
property shall be allocated to a pre-FASIT
interest in such manner as the Secretary of
the Treasury may prescribe, except that all
property in a FASIT shall be treated as prop-
erly allocable to pre-FASIT interests if the
fair market value of all such property does
not exceed 107 percent of the aggregate prin-
cipal amount of all outstanding pre-FASIT
interests.

(3) DEFINITIONS.—For purposes of this sub-
section—

(A) PRE-EFFECTIVE DATE FASIT.—The term
“‘pre-effective date FASIT” means any
FASIT if the entity (with respect to which
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the election under section 860L(a)(3) of such
Code was made) was in existence on June 10,
1996.

(B) PRE-FASIT INTEREST.—The term ‘‘pre-
FASIT interest” means any interest in the
entity referred to in subparagraph (A) which
was issued before the startup day (other than
any interest held by the holder of the owner-
ship interest in the FASIT).

PART I1I—TREATMENT OF INDIVIDUALS

WHO EXPATRIATE
SEC. 1631. REVISION OF TAX RULES ON EXPA-
TRIATION.

(a) IN GENERAL.—Subpart A of part Il of
subchapter N of chapter 1 is amended by in-
serting after section 877 the following new
section:

“SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-
TION.

‘“(a) GENERAL RULES.—For purposes of this
subtitle—

‘(1) MARK TO MARKET.—EXcept as provided
in subsection (f), all property of a covered
expatriate to which this section applies shall
be treated as sold on the expatriation date
for its fair market value.

““(2) RECOGNITION OF GAIN OR LOSS.—In the
case of any sale under paragraph (1)—

“(A) notwithstanding any other provision
of this title, any gain arising from such sale
shall be taken into account for the taxable
year of the sale unless such gain is excluded
from gross income under part Ill of sub-
chapter B, and

““(B) any loss arising from such sale shall
be taken into account for the taxable year of
the sale to the extent otherwise provided by
this title, except that section 1091 shall not
apply (and section 1092 shall apply) to any
such loss.

““(3) EXCLUSION FOR CERTAIN GAIN.—The
amount which would (but for this paragraph)
be includible in the gross income of any indi-
vidual by reason of this section shall be re-
duced (but not below zero) by $600,000. For
purposes of this paragraph, allocable expa-
triation gain taken into account under sub-
section (f)(2) shall be treated in the same
manner as an amount required to be includ-
ible in gross income.

““(4) ELECTION TO CONTINUE TO BE TAXED AS
UNITED STATES CITIZEN.—

“(A) IN GENERAL.—If an expatriate elects
the application of this paragraph—

‘“(i) this section (other than this para-
graph) shall not apply to the expatriate, but

““(ii) the expatriate shall be subject to tax
under this title, with respect to property to
which this section would apply but for such
election, in the same manner as if the indi-
vidual were a United States citizen.

‘“(B) LIMITATION ON AMOUNT OF ESTATE,
GIFT, AND GENERATION-SKIPPING TRANSFER
TAXES.—The aggregate amount of taxes im-
posed under subtitle B with respect to any
transfer of property by reason of an election
under subparagraph (A) shall not exceed the
amount of income tax which would be due if
the property were sold for its fair market
value immediately before the time of the
transfer or death (taking into account the
rules of paragraph (2)).

“(C) REQUIREMENTS.—Subparagraph (A)
shall not apply to an individual unless the
individual—

‘(i) provides security for payment of tax in
such form and manner, and in such amount,
as the Secretary may require,

‘(i) consents to the waiver of any right of
the individual under any treaty of the Unit-
ed States which would preclude assessment
or collection of any tax which may be im-
posed by reason of this paragraph, and

“(iii) complies with such other require-
ments as the Secretary may prescribe.

‘(D) ELECTION.—AnN election under sub-
paragraph (A) shall apply to all property to
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which this section would apply but for the
election and, once made, shall be irrev-
ocable. Such election shall also apply to
property the basis of which is determined in
whole or in part by reference to the property
with respect to which the election was made.

““(b) ELECTION TO DEFER TAX.—

““(1) IN GENERAL.—If the taxpayer elects the
application of this subsection with respect to
any property—

“(A) no amount shall be required to be in-
cluded in gross income under subsection
(a)(1) with respect to the gain from such
property for the taxable year of the sale, but

“(B) the taxpayer’s tax for the taxable

year in which such property is disposed of
shall be increased by the deferred tax
amount with respect to the property.
Except to the extent provided in regulations,
subparagraph (B) shall apply to a disposition
whether or not gain or loss is recognized in
whole or in part on the disposition.

““(2) DEFERRED TAX AMOUNT.—

“(A) IN GENERAL.—For purposes of para-
graph (1), the term ‘deferred tax amount’
means, with respect to any property, an
amount equal to the sum of—

“(i) the difference between the amount of
tax paid for the taxable year described in
paragraph (1)(A) and the amount which
would have been paid for such taxable year if
the election under paragraph (1) had not ap-
plied to such property, plus

“(if) an amount of interest on the amount
described in clause (i) determined for the pe-
riod—

“(1) beginning on the 91st day after the ex-
patriation date, and

“(11) ending on the due date for the taxable
year described in paragraph (1)(B),
by using the rates and method applicable
under section 6621 for underpayments of tax
for such period.

For purposes of clause (ii), the due date is
the date prescribed by law (determined with-
out regard to extension) for filing the return
of the tax imposed by this chapter for the
taxable year.

““(B) ALLOCATION OF LOSSES.—For purposes
of subparagraph (A), any losses described in
subsection (a)(2)(B) shall be allocated rat-
ably among the gains described in subsection
@Q@A).

““(3) SECURITY.—

“(A) IN GENERAL.—No election may be
made under paragraph (1) with respect to
any property unless adequate security is pro-
vided with respect to such property.

““(B) ADEQUATE SECURITY.—For purposes of
subparagraph (A), security with respect to
any property shall be treated as adequate se-
curity if—

“(i) it is a bond in an amount equal to the
deferred tax amount under paragraph (2)(A)
for the property, or

“(ii) the taxpayer otherwise establishes to
the satisfaction of the Secretary that the se-
curity is adequate.

““(4) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless
the taxpayer consents to the waiver of any
right under any treaty of the United States
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion.

““(5) DisposITIONS.—For purposes of this
subsection, a taxpayer making an election
under this subsection with respect to any
property shall be treated as having disposed
of such property—

“(A) immediately before death
property is held at such time, and

‘“(B) at any time the security provided
with respect to the property fails to meet
the requirements of paragraph (3) and the
taxpayer does not correct such failure within
the time specified by the Secretary.

if such
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‘“(6) ELECTIONS.—AN election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be under para-
graph (1) with respect to an interest in a
trust with respect to which gain is required
to be recognized under subsection (f)(1).

““(c) CoVERED EXPATRIATE.—FoOr purposes
of this section—

“(1) IN GENERAL.—The term ‘covered expa-
triate’ means an expatriate—

“(A) whose average annual net income tax
(as defined in section 38(c)(1)) for the period
of 5 taxable years ending before the expatria-
tion date is greater than $100,000, or

“(B) whose net worth as of such date is
$500,000 or more.

If the expatriation date is after 1996, such
$100,000 and $500,000 amounts shall be in-
creased by an amount equal to such dollar
amount multiplied by the cost-of-living ad-
justment determined under section 1(f)(3) for
such calendar year by substituting ‘1995’ for
‘1992’ in subparagraph (B) thereof. Any in-
crease under the preceding sentence shall be
rounded to the nearest multiple of $1,000.

““(2) EXcePTIONS.—AnN individual shall not
be treated as a covered expatriate if—

““(A) the individual—

““(i) became at birth a citizen of the United
States and a citizen of another country and,
as of the expatriation date, continues to be a
citizen of, and is taxed as a resident of, such
other country, and

“(ii) has been a resident of the United
States (as defined in section 7701(b)(1)(A)(ii))
for not more than 8 taxable years during the
15-taxable year period ending with the tax-
able year during which the expatriation date
occurs, or

“(B)(i) the individual’s relinquishment of
United States citizenship occurs before such
individual attains age 18%-, and

“(ii) the individual has been a resident of
the United States (as so defined) for not
more than 5 taxable years before the date of
relinquishment.

“(d) PROPERTY TO WHICH SECTION AP-
PLIES.—For purposes of this section—

““(1) IN GENERAL.—EXxcept as otherwise pro-
vided by the Secretary, this section shall
apply to—

“(A) any interest in property held by a
covered expatriate on the expatriation date
the gain from which would be includible in
the gross income of the expatriate if such in-
terest had been sold for its fair market value
on such date in a transaction in which gain
is recognized in whole or in part, and

““(B) any other interest in a trust to which
subsection (f) applies.

““(2) EXCEPTIONS.—This section shall
apply to the following property:

“(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other
than stock of a United States real property
holding corporation which does not, on the
expatriation date, meet the requirements of
section 897(c)(2).

“(B) INTEREST
PLANS.—

“(i) IN GENERAL.—AnNYy interest in a quali-
fied retirement plan (as defined in section
4974(c)), other than any interest attributable
to contributions which are in excess of any
limitation or which violate any condition for
tax-favored treatment.

““(ii) FOREIGN PENSION PLANS.—

“(1) IN GENERAL.—Under regulations pre-
scribed by the Secretary, interests in foreign
pension plans or similar retirement arrange-
ments or programs.

“(11) LiMmITATION.—The value of property
which is treated as not sold by reason of this
subparagraph shall not exceed $500,000.

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

not
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“(1) EXPATRIATE.—The term
means—

““(A) any United States citizen who relin-
quishes his citizenship, or

““(B) any long-term resident of the United
States who—

‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or

““(if) commences to be treated as a resident
of a foreign country under the provisions of
a tax treaty between the United States and
the foreign country and who does not waive
the benefits of such treaty applicable to resi-
dents of the foreign country.

““(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means—

“(A) the date an individual
United States citizenship, or

‘“(B) in the case of a long-term resident of
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph
1)(B).

““(3) RELINQUISHMENT OF CITIZENSHIP.—A
citizen shall be treated as relinquishing his
United States citizenship on the earliest of—

“(A) the date the individual renounces his
United States nationality before a diplo-
matic or consular officer of the United
States pursuant to paragraph (5) of section
349(a) of the Immigration and Nationality
Act (8 U.S.C. 1481(a)(5)),

‘“(B) the date the individual furnishes to
the United States Department of State a
signed statement of voluntary relinquish-
ment of United States nationality confirm-
ing the performance of an act of expatriation
specified in paragraph (1), (2), (3), or (4) of
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(1)-(4)),

‘“(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or

‘(D) the date a court of the United States

cancels a naturalized citizen’s certificate of
naturalization.
Subparagraph (A) or (B) shall not apply to
any individual unless the renunciation or
voluntary relinquishment is subsequently
approved by the issuance to the individual of
a certificate of loss of nationality by the
United States Department of State.

““(4) LONG-TERM RESIDENT.—

“(A) IN GENERAL.—The term ‘long-term
resident’ means any individual (other than a
citizen of the United States) who is a lawful
permanent resident of the United States in
at least 8 taxable years during the period of
15 taxable years ending with the taxable year
during which the expatriation date occurs.
For purposes of the preceding sentence, an
individual shall not be treated as a lawful
permanent resident for any taxable year if
such individual is treated as a resident of a
foreign country for the taxable year under
the provisions of a tax treaty between the
United States and the foreign country and
does not waive the benefits of such treaty
applicable to residents of the foreign coun-
try.

““(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), there shall not be taken into
account—

“(i) any taxable year during which any
prior sale is treated under subsection (a)(1)
as occurring, or

“(ii) any taxable year prior to the taxable
year referred to in clause (i).

‘“(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.—

““(1) IN GENERAL.—Except as provided in
paragraph (2), if an individual is determined
under paragraph (3) to hold an interest in a
trust—

““(A) the individual shall not be treated as
having sold such interest,

““(B) such interest shall be treated as a sep-
arate share in the trust, and

‘expatriate’

relinquishes
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““(C)(i) such separate share shall be treated
as a separate trust consisting of the assets
allocable to such share,

““(ii) the separate trust shall be treated as
having sold its assets immediately before the
expatriation date for their fair market value
and as having distributed all of its assets to
the individual as of such time, and

“(iif) the individual shall be treated as
having recontributed the assets to the sepa-
rate trust.

Subsection (a)(2) shall apply to any income,
gain, or loss of the individual arising from a
distribution described in subparagraph
©)(in).

““(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.—

“(A) IN GENERAL.—If the trust interest de-
scribed in paragraph (1) is an interest in a
qualified trust—

‘(i) paragraph (1) and subsection (a) shall
not apply, and

“(ii) in addition to any other tax imposed
by this title, there is hereby imposed on each
distribution with respect to such interest a
tax in the amount determined under sub-
paragraph (B).

“(B) AMOUNT OF TAX.—The amount of tax
under subparagraph (A)(ii) shall be equal to
the lesser of—

‘(i) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year in which the ex-
patriation date occurs, multiplied by the
amount of the distribution, or

“(if) the balance in the deferred tax ac-
count immediately before the distribution
determined without regard to any increases
under subparagraph (C)(ii) after the 30th day
preceding the distribution.

““(C) DEFERRED TAX ACCOUNT.—For purposes
of subparagraph (B)(ii)—

“‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect
to any trust interest is an amount equal to
the tax which would have been imposed on
the allocable expatriation gain with respect
to the trust interest if such gain had been in-
cluded in gross income under subsection (a).

““(ii) INCREASE FOR INTEREST.—The balance
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the
time the interest accrues), for periods after
the 90th day after the expatriation date, by
using the rates and method applicable under
section 6621 for underpayments of tax for
such periods.

“(iili) DECREASE FOR TAXES PREVIOUSLY
PAID.—The balance in the tax deferred ac-
count shall be reduced—

“(1) by the amount of taxes imposed by
subparagraph (A) on any distribution to the
person holding the trust interest, and

“(I1) in the case of a person holding a non-
vested interest, to the extent provided in
regulations, by the amount of taxes imposed
by subparagraph (A) on distributions from
the trust with respect to nonvested interests
not held by such person.

‘(D) ALLOCABLE EXPATRIATION GAIN.—For
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in
the trust if the beneficiary held directly all
assets allocable to such interests.

““(E) TAX DEDUCTED AND WITHHELD.—

“(i) IN GENERAL.—The tax imposed by sub-
paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to
which it relates.

“(ii) EXCEPTION WHERE FAILURE TO WAIVE
TREATY RIGHTS.—If an amount may not be
deducted and withheld under clause (i) by
reason of the distributee failing to waive any
treaty right with respect to such distribu-
tion—
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“(1) the tax imposed by subparagraph
(A)(ii) shall be imposed on the trust and each
trustee shall be personally liable for the
amount of such tax, and

“(I1) any other beneficiary of the trust
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on
the other beneficiary.

“(F) DisposITION.—If a trust ceases to be a
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu
of the tax imposed by subparagraph (A)(ii),
there is hereby imposed a tax equal to the
lesser of—

‘(i) the tax determined under paragraph (1)
as if the expatriation date were the date of
such cessation, disposition, or death, which-
ever is applicable, or

“(ii) the balance in the tax deferred ac-
count immediately before such date.

Such tax shall be imposed on the trust and
each trustee shall be personally liable for the
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
tate the amount of such tax imposed on the
other beneficiary.

‘“(G) DEFINITIONS AND SPECIAL RULE.—For
purposes of this paragraph—

““(i) QUALIFIED TRUST.—The term ‘qualified
trust’ means a trust—

“(1) which is organized under, and governed
by, the laws of the United States or a State,
and

“(I1) with respect to which the trust in-
strument requires that at least 1 trustee of
the trust be an individual citizen of the Unit-
ed States or a domestic corporation.

“(ii) VESTED INTEREST.—The term ‘vested
interest’” means any interest which, as of the

expatriation date, is vested in the bene-
ficiary.
“(itli) NONVESTED INTEREST.—The term

‘nonvested interest’ means, with respect to
any beneficiary, any interest in a trust
which is not a vested interest. Such interest
shall be determined by assuming the maxi-
mum exercise of discretion in favor of the
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary.

“(iv) ADJUSTMENTS.—The Secretary may
provide for such adjustments to the bases of
assets in a trust or a deferred tax account,
and the timing of such adjustments, in order
to ensure that gain is taxed only once.

‘“(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.—

“(A) DETERMINATIONS UNDER PARAGRAPH
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based
upon all relevant facts and circumstances,
including the terms of the trust instrument
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar
advisor.

*“(B) OTHER DETERMINATIONS.—FoOr purposes
of this section—

‘(i) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be
the trust beneficiaries for purposes of this
section.

“(ii) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income
tax return—

“(1) the methodology used to determine
that taxpayer’s trust interest under this sec-
tion, and

“(I11) if the taxpayer knows (or has reason
to know) that any other beneficiary of such
trust is using a different methodology to de-
termine such beneficiary’s trust interest
under this section.
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““(g) TERMINATION OF DEFERRALS, ETC.—On
the date any property held by an individual
is treated as sold under subsection (a), not-
withstanding any other provision of this
title—

‘(1) any period during which recognition of
income or gain is deferred shall terminate,
and

““(2) any extension of time for payment of
tax shall cease to apply and the unpaid por-
tion of such tax shall be due and payable at
the time and in the manner prescribed by the
Secretary.

““(h) IMPOSITION OF TENTATIVE TAX.—

““(1) IN GENERAL.—If an individual is re-
quired to include any amount in gross in-
come under subsection (a) for any taxable
year, there is hereby imposed, immediately
before the expatriation date, a tax in an
amount equal to the amount of tax which
would be imposed if the taxable year were a
short taxable year ending on the expatria-
tion date.

‘“(2) DUE DATE.—The due date for any tax
imposed by paragraph (1) shall be the 90th
day after the expatriation date.

““(3) TREATMENT OF TAX.—Any tax paid
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for
the taxable year to which subsection (a) ap-
plies.

‘“(4) DEFERRAL OF TAX.—The provisions of
subsection (b) shall apply to the tax imposed
by this subsection to the extent attributable
to gain includible in gross income by reason
of this section.

““(i) COORDINATION WITH ESTATE AND GIFT
TAxEs.—If subsection (a) applies to property
held by an individual for any taxable year
and—

‘(1) such property is includible in the gross
estate of such individual solely by reason of
section 2107, or

““(2) section 2501 applies to a transfer of
such property by such individual solely by
reason of section 2501(a)(3),

then there shall be allowed as a credit
against the additional tax imposed by sec-
tion 2101 or 2501, whichever is applicable,
solely by reason of section 2107 or 2501(a)(3)
an amount equal to the increase in the tax
imposed by this chapter for such taxable
year by reason of this section.

“(J) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section, including regulations—

‘(1) to prevent double taxation by ensuring
that—

““(A) appropriate adjustments are made to
basis to reflect gain recognized by reason of
subsection (a) and the exclusion provided by
subsection (a)(3), and

‘“(B) any gain by reason of a deemed sale
under subsection (a) of an interest in a cor-
poration, partnership, trust, or estate is re-
duced to reflect that portion of such gain
which is attributable to an interest in a
trust which a shareholder, partner, or bene-
ficiary is treated as holding directly under
subsection (f)(3)(B)(i), and

““(2) which provide for the proper allocation
of the exclusion under subsection (a)(3) to
property to which this section applies.

““(k) CROSS REFERENCE.—

“For income tax treatment of individuals
who terminate United States citizenship, see
section 7701(a)(47).”.

(b) INCLUSION IN INCOME OF GIFTS AND IN-
HERITANCES FROM COVERED EXPATRIATES.—
Section 102 (relating to gifts, etc. not in-
cluded in gross income) is amended by add-
ing at the end the following new subsection:

‘“(d) GIFTS AND INHERITANCES FROM Cov-
ERED EXPATRIATES.—Subsection (a) shall not
exclude from gross income the value of any
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property acquired by gift, bequest, devise, or
inheritance from a covered expatriate after
the expatriation date. For purposes of this
subsection, any term used in this subsection
which is also used in section 877A shall have
the same meaning as when used in section
877A.”.

(c) DEFINITION OF TERMINATION OF UNITED
STATES CITIZENSHIP.—Section 7701(a) is
amended by adding at the end the following
new paragraph:

““(47) TERMINATION OF UNITED STATES CITI-
ZENSHIP.—AnN individual shall not cease to be
treated as a United States citizen before the
date on which the individual’s citizenship is
treated as relinquished under section
877A(e)(3).”.

(d) CONFORMING AMENDMENTS.—
(1) Section 877 is amended by adding at the
end the following new subsection:

“(f) APPLICATION.—This section shall not
apply to any individual who relinquishes
(within the meaning of section 877A(e)(3))
United States citizenship on or after Feb-
ruary 6, 1995.”’.

(2) Section 2107(c) is amended by adding at
the end the following new paragraph:

““(3) CROSs REFERENCE.—For credit against
the tax imposed by subsection (a) for expa-
triation tax, see section 877A(i).”.

(3) Section 2501(a)(3) is amended by adding
at the end the following new flush sentence:
“For credit against the tax imposed under
this section by reason of this paragraph, see
section 877A(i).”.

(4) Paragraph (10) of section 7701(b) is
amended by adding at the end the following
new sentence: ‘““This paragraph shall not
apply to any long-term resident of the Unit-
ed States who is an expatriate (as defined in
section 877A(e)(1)).”.

(e) CLERICAL AMENDMENT.—The table of
sections for subpart A of part Il of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the
following new item:

““Sec. 877A. Tax responsibilities of expatria-
tion.”.

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—EXxcept as provided in this
subsection, the amendments made by this
section shall apply to expatriates (within the
meaning of section 877A(e) of the Internal
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined)
occurs on or after February 6, 1995.

(2) GIFTS AND BEQUESTS.—Section 102(d) of
the Internal Revenue Code of 1986 (as added
by subsection (b)) shall apply to amounts re-
ceived from expatriates (as so defined) whose
expatriation date (as so defined) occurs on
and after February 6, 1995.

(3) SPECIAL RULES RELATING TO CERTAIN
ACTS OCCURRING BEFORE FEBRUARY 6, 1995.—In
the case of an individual who took an act of
expatriation specified in paragraph (1), (2),
(3), or (4) of section 349(a) of the Immigration
and Nationality Act (8 U.S.C. 1481(a) (1)-(4))
before February 6, 1995, but whose expatria-
tion date (as so defined) occurs after Feb-
ruary 6, 1995—

(A) the amendment made by subsection (c)
shall not apply,

(B) the amendment made by subsection
(d)(1) shall not apply for any period prior to
the expatriation date, and

(C) the other amendments made by this
section shall apply as of the expatriation
date.

(4) DUE DATE FOR TENTATIVE TAX.—The due
date under section 877A(h)(2) of such Code
shall in no event occur before the 90th day
after the date of the enactment of this Act.
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SEC. 1632. INFORMATION ON INDIVIDUALS EXPA-
TRIATING.
(a) IN GENERAL.—Subpart A of part Ill of

subchapter A of chapter 61 is amended by in-

serting after section 6039E the following new

section:

“SEC. 6039F. INFORMATION ON INDIVIDUALS EX-
PATRIATING.

‘‘(a) REQUIREMENT.—

“(1) IN GENERAL.—Notwithstanding any
other provision of law, any expatriate (with-
in the meaning of section 877A(e)(1)) shall
provide a statement which includes the in-
formation described in subsection (b).

“(2) TIMING.—

“(A) CiTizeNs.—In the case of an expatriate
described in section 877(e)(1)(A), such state-
ment shall be—

“(i) provided not later than the expatria-
tion date (within the meaning of section
877A(e)(2)), and

“(ii) provided to the person or court re-
ferred to in section 877A(e)(3).

““(B) NONCITIZENS.—INn the case of an expa-
triate described in section 877A(e)(1)(B), such
statement shall be provided to the Secretary
with the return of tax imposed by chapter 1
for the taxable year during which the event
described in such section occurs.

““(b) INFORMATION TO BE PROVIDED.—Infor-
mation required under subsection (a) shall
include—

““(1) the taxpayer’s TIN,

““(2) the mailing address of such individ-
ual’s principal foreign residence,

““(3) the foreign country in which such indi-
vidual is residing,

““(4) the foreign country of which such indi-
vidual is a citizen,

“(5) in the case of an individual having a
net worth of at least the dollar amount ap-
plicable under section 877A(c)(1)(B), informa-
tion detailing the assets and liabilities of
such individual, and

‘“(6) such other information as the Sec-
retary may prescribe.

“(c) PENALTY.—Any individual failing to
provide a statement required under sub-
section (a) shall be subject to a penalty for
each year during any portion of which such
failure continues in an amount equal to the
greater of—

“(1) 5 percent of the additional tax re-
quired to be paid under section 877A for such
year, or

““(2) $1,000,
unless it is shown that such failure is due to
reasonable cause and not to willful neglect.

““(d) INFORMATION TO BE PROVIDED TO SEC-
RETARY.—Notwithstanding any other provi-
sion of law—

““(1) any Federal agency or court which col-
lects (or is required to collect) the statement
under subsection (a) shall provide to the Sec-
retary—

““(A) a copy of any such statement, and

‘“(B) the name (and any other identifying
information) of any individual refusing to
comply with the provisions of subsection (a),

““(2) the Secretary of State shall provide to
the Secretary a copy of each certificate as to
the loss of American nationality under sec-
tion 358 of the Immigration and Nationality
Act which is approved by the Secretary of
State, and

““(3) the Federal agency primarily respon-
sible for administering the immigration laws
shall provide to the Secretary the name of
each lawful permanent resident of the United
States (within the meaning of section
7701(b)(6)) whose status as such has been re-
voked or has been administratively or judi-
cially determined to have been abandoned.
Notwithstanding any other provision of law,
not later than 30 days after the close of each
calendar quarter, the Secretary shall publish
in the Federal Register the name of each in-
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dividual relinquishing United States citizen-
ship (within the meaning of section
877A(e)(3)) with respect to whom the Sec-
retary receives information under the pre-
ceding sentence during such quarter.

‘“(e) EXEMPTION.—The Secretary may by
regulations exempt any class of individuals
from the requirements of this section if the
Secretary determines that applying this sec-
tion to such individuals is not necessary to
carry out the purposes of this section.”.

(b) CLERICAL AMENDMENT.—The table of
sections for such subpart A is amended by in-
serting after the item relating to section
6039E the following new item:

““Sec. 6039F. Information on individuals expa-
triating.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals to whom section 877A of the Internal
Revenue Code of 1986 applies and whose expa-
triation date (as defined in section
877A(e)(2)) occurs on or after February 6,
1995, except that no statement shall be re-
quired by such amendments before the 90th
day after the date of the enactment of this
Act.

SEC. 1633. REPORT ON TAX COMPLIANCE BY
UNITED STATES CITIZENS AND RESI-
DENTS LIVING ABROAD.

Not later than 90 days after the date of the
enactment of this Act, the Secretary of the
Treasury shall prepare and submit to the
Committee on Ways and Means of the House
of Representatives and the Committee on Fi-
nance of the Senate a report—

(1) describing the compliance with subtitle
A of the Internal Revenue Code of 1986 by
citizens and lawful permanent residents of
the United States (within the meaning of
section 7701(b)(6) of such Code) residing out-
side the United States, and

(2) recommending measures to improve
such compliance (including improved coordi-
nation between executive branch agencies).

Subtitle F—Technical Corrections
SEC. 1701. COORDINATION WITH OTHER SUB-
TITLES.

For purposes of applying the amendments
made by any subtitle of this title other than
this subtitle, the provisions of this subtitle
shall be treated as having been enacted im-
mediately before the provisions of such other
subtitles.

SEC. 1702. AMENDMENTS RELATED TO REVENUE
RECONCILIATION ACT OF 1990.

(a) AMENDMENTS RELATED TO SUBTITLE A.—

(1) Subparagraph (B) of section 59(j)(3) is
amended by striking ‘“‘section 1(i)(3)(B)”’ and
inserting “‘section 1(g)(3)(B)"".

(2) Clause (i) of section 151(d)(3)(C) is
amended by striking ‘‘joint of a return”’ and
inserting “‘joint return”’.

(b) AMENDMENTS RELATED TO SUBTITLE B.—

(1) Paragraph (1) of section 11212(e) of the
Revenue Reconciliation Act of 1990 is amend-
ed by striking ‘“‘Paragraph (1) of section
6724(d)”’ and inserting ‘‘Subparagraph (B) of
section 6724(d)(1)”".

(2)(A) Subparagraph (B) of section
4093(c)(2), as in effect before the amendments
made by the Revenue Reconciliation Act of
1993, is amended by inserting before the pe-
riod ““‘unless such fuel is sold for exclusive
use by a State or any political subdivision
thereof”.

(B) Paragraph (4) of section 6427(l), as in ef-
fect before the amendments made by the
Revenue Reconciliation Act of 1993, is
amended by inserting before the period ‘“‘un-
less such fuel was used by a State or any po-
litical subdivision thereof”.

(3) Paragraph (1) of section 6416(b) is
amended by striking ‘‘chapter 32 or by sec-
tion 4051 and inserting ‘‘chapter 31 or 32”".

(4) Section 7012 is amended—
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(A) by striking “‘production or importation
of gasoline’ in paragraph (3) and inserting
‘‘“taxes on gasoline and diesel fuel’’, and

(B) by striking paragraph (4) and redesig-
nating paragraphs (5) and (6) as paragraphs
(4) and (5), respectively.

(5) Subsection (c) of section 5041 is amend-
ed by striking paragraph (6) and by inserting
the following new paragraphs:

‘“(6) CREDIT FOR TRANSFEREE IN BOND.—If—

““(A) wine produced by any person would be
eligible for any credit under paragraph (1) if
removed by such person during the calendar
year,

““(B) wine produced by such person is re-
moved during such calendar year by any
other person (hereafter in this paragraph re-
ferred to as the ‘transferee’) to whom such
wine was transferred in bond and who is lia-
ble for the tax imposed by this section with
respect to such wine, and

““(C) such producer holds title to such wine
at the time of its removal and provides to
the transferee such information as is nec-
essary to properly determine the transferee’s
credit under this paragraph,

then, the transferee (and not the producer)
shall be allowed the credit under paragraph
(1) which would be allowed to the producer if
the wine removed by the transferee had been
removed by the producer on that date.

“(7) REGULATIONS.—The Secretary may
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section, including regulations—

“(A) to prevent the credit provided in this
subsection from benefiting any person who
produces more than 250,000 wine gallons of
wine during a calendar year, and

“(B) to assure proper reduction of such
credit for persons producing more than
150,000 wine gallons of wine during a calendar
year.”.

(6) Paragraph (3) of section 5061(b) is
amended to read as follows:

““(3) section 5041(f),”".

(7) Section 5354 is amended by inserting
‘“(taking into account the appropriate
amount of credit with respect to such wine
under section 5041(c))’’ after ‘“‘any one time”.

(c) AMENDMENTS RELATED TO SUBTITLE C.—

(1) Paragraph (4) of section 56(g) is amend-
ed by redesignating subparagraphs (1) and (3J)
as subparagraphs (H) and (1), respectively.

(2) Subparagraph (B) of section 6724(d)(1) is
amended—

(A) by striking ‘“‘or’” at the end of clause
(xii), and

(B) by striking the period at the end of
clause (xiii) and inserting ‘‘, or’’.

(3) Subsection (g) of section 6302 is amend-
ed by inserting *‘, 22,”” after ‘‘chapters 21"".

(4) The earnings and profits of any insur-
ance company to which section 11305(c)(3) of
the Revenue Reconciliation Act of 1990 ap-
plies shall be determined without regard to
any deduction allowed under such section;
except that, for purposes of applying sections
56 and 902, and subpart F of part 11l of sub-
chapter N of chapter 1 of the Internal Reve-
nue Code of 1986, such deduction shall be
taken into account.

(5) Subparagraph (D) of section 6038A(e)(4)
is amended—

(A) by striking ‘“‘any transaction to which
the summons relates’” and inserting ‘“‘any af-
fected taxable year”’, and

(B) by adding at the end thereof the follow-
ing new sentence: “For purposes of this sub-
paragraph, the term ‘affected taxable year’
means any taxable year if the determination
of the amount of tax imposed for such tax-
able year is affected by the treatment of the
transaction to which the summons relates.”.

(6) Subparagraph (A) of section 6621(c)(2) is
amended by adding at the end thereof the
following new flush sentence:
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“The preceding sentence shall be applied
without regard to any such letter or notice
which is withdrawn by the Secretary.”.

(7) Clause (i) of section 6621(c)(2)(B) is
amended by striking ‘““‘this subtitle’” and in-
serting ‘“‘this title”.

(d) AMENDMENTS RELATED TO SUBTITLE D.—

(1) Notwithstanding section 11402(c) of the
Revenue Reconciliation Act of 1990, the
amendment made by section 11402(b)(1) of
such Act shall apply to taxable years ending
after December 31, 1989.

(2) Clause (ii) of section 143(m)(4)(C) is
amended—

(A) by striking ““any month of the 10-year
period’” and inserting ‘‘any year of the 4-year
period”,

(B) by striking ‘‘succeeding months’ and
inserting ‘‘succeeding years’’, and

(C) by striking ‘“‘over the remainder of such
period (or, if lesser, 5 years)’” and inserting
‘“to zero over the succeeding 5 years™.

(e) AMENDMENTS RELATED TO SUBTITLE E.—

(1)(A) Clause (ii) of section 56(d)(1)(B) is
amended to read as follows:

““(ii) appropriate adjustments in the appli-
cation of section 172(b)(2) shall be made to
take into account the limitation of subpara-
graph (A).”.

(B) For purposes of applying sections
56(g)(1) and 56(g)(3) of the Internal Revenue
Code of 1986 with respect to taxable years be-
ginning in 1991 and 1992, the reference in
such sections to the alternative tax net oper-
ating loss deduction shall be treated as in-
cluding a reference to the deduction under
section 56(h) of such Code as in effect before
the amendments made by section 1915 of the
Energy Policy Act of 1992.

(2) Clause (i) of section 613A(c)(3)(A) is
amended by striking ‘“‘the table contained
in”.

(3) Section 6501 is amended—

(A) by striking subsection (m) (relating to
deficiency attributable to election under sec-
tion 44B) and by redesignating subsections
(n) and (o) as subsections (m) and (n), respec-
tively, and

(B) by striking ‘“‘section 40(f) or 51(j)” in
subsection (m) (as redesignated by subpara-
graph (A)) and inserting ‘‘section 40(f), 43, or
51(j)"".

(4) Subparagraph (C) of section 38(c)(2) (as
in effect on the day before the date of the en-
actment of the Revenue Reconciliation Act
of 1990) is amended by inserting before the
period at the end of the first sentence the
following: ‘“‘and without regard to the deduc-
tion under section 56(h)"".

(5) The amendment made by section
1913(b)(2)(C)(i) of the Energy Policy Act of
1992 shall apply to taxable years beginning
after December 31, 1990.

(f) AMENDMENTS RELATED TO SUBTITLE F.—

(1)(A) Section 2701(a)(3) is amended by add-
ing at the end thereof the following new sub-
paragraph:

“(C) VALUATION OF QUALIFIED PAYMENTS
WHERE NO LIQUIDATION, ETC. RIGHTS.—In the
case of an applicable retained interest which
is described in subparagraph (B)(i) but not
subparagraph (B)(ii), the value of the dis-
tribution right shall be determined without
regard to this section.”.

(B) Section 2701(a)(3)(B) is amended by in-
serting ‘‘CERTAIN’’ before ‘“QUALIFIED” in the
heading thereof.

(C) Sections 2701 (d)(1) and (d)(4) are each
amended by striking ‘‘subsection (a)(3)(B)”
and inserting ‘‘subsection (a)(3) (B) or (C)".

(2) Clause (i) of section 2701(a)(4)(B) is
amended by inserting ‘“(or, to the extent pro-
vided in regulations, the rights as to either
income or capital)” after ‘‘income and cap-
ital”.

(3)(A) Section 2701(e)(3) is amended—

(i) by striking subparagraph (B), and
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(ii) by striking so much of paragraph (3) as
precedes ‘‘shall be treated as holding”” and
inserting:

““(3) ATTRIBUTION OF INDIRECT HOLDINGS AND
TRANSFERS.—AnN individual”.

(B) Section 2704(c)(3) is amended by strik-
ing ‘“‘section 2701(e)(3)(A)” and inserting
‘““section 2701(e)(3)"".

(4) Clause (i) of section 2701(c)(1)(B) is
amended to read as follows:

‘(i) a right to distributions with respect to
any interest which is junior to the rights of
the transferred interest,”.

(5)(A) Clause (i) of section 2701(c)(3)(C) is
amended to read as follows:

“(i) IN GENERAL.—Payments under any in-
terest held by a transferor which (without
regard to this subparagraph) are qualified
payments shall be treated as qualified pay-
ments unless the transferor elects not to
treat such payments as qualified payments.
Payments described in the preceding sen-
tence which are held by an applicable family
member shall be treated as qualified pay-
ments only if such member elects to treat
such payments as qualified payments.”’.

(B) The first sentence of section
2701(c)(3)(C)(ii) is amended to read as follows:
“A transferor or applicable family member
holding any distribution right which (with-
out regard to this subparagraph) is not a
qualified payment may elect to treat such
right as a qualified payment, to be paid in
the amounts and at the times specified in
such election.””.

(C) The time for making an election under
the second sentence of section 2701(c)(3)(C)(i)
of the Internal Revenue Code of 1986 (as
amended by subparagraph (A)) shall not ex-
pire before the due date (including exten-
sions) for filing the transferor’s return of the
tax imposed by section 2501 of such Code for
the first calendar year ending after the date
of enactment.

(6) Section 2701(d)(3)(A)(iii) is amended by
striking ‘“‘the period ending on the date of”.

(7) Subclause (1) of section 2701(d)(3)(B)(ii)
is amended by inserting ‘“‘or the exclusion
under section 2503(b),”” after ‘‘section 2523,”.

(8) Section 2701(e)(5) is amended—

(A) by striking ‘“‘such contribution to cap-
ital or such redemption, recapitalization, or
other change” in subparagraph (A) and in-
serting ‘‘such transaction’’, and

(B) by striking ‘‘the transfer’ in subpara-
graph (B) and inserting ‘‘such transaction’’.

(9) Section 2701(d)(4) is amended by adding
at the end thereof the following new sub-
paragraph:

“(C) TRANSFER TO TRANSFERORS.—In the
case of a taxable event described in para-
graph (3)(A)(ii) involving a transfer of an ap-
plicable retained interest from an applicable
family member to a transferor, this sub-
section shall continue to apply to the trans-
feror during any period the transferor holds
such interest.”.

(10) Section 2701(e)(6) is amended by insert-
ing “or to reflect the application of sub-
section (d)” before the period at the end
thereof.

(11)(A) Section 2702(a)(3)(A) is amended—

(i) by striking ‘“to the extent’’ and insert-
ing “if”” in clause (i),

(ii) by striking ‘“‘or’” at the end of clause
®,

(iii) by striking the period at the end of
clause (ii) and inserting *‘, or’’, and

(iv) by adding at the end thereof the fol-
lowing new clause:

“(iii) to the extent that regulations pro-
vide that such transfer is not inconsistent
with the purposes of this section.”.

(B)(i) Section 2702(a)(3) is amended by
striking ‘‘incomplete transfer’’ each place it
appears and inserting ‘“‘incomplete gift”.
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(ii) The heading for section 2702(a)(3)(B) is
amended by striking ‘‘INCOMPLETE TRANS-
FER’ and inserting ““INCOMPLETE GIFT”.

(9) AMENDMENTS RELATED TO SUBTITLE G.—

(1)(A) Subsection (a) of section 1248 is
amended—

(i) by striking *‘, or if a United States per-
son receives a distribution from a foreign
corporation which, under section 302 or 331,
is treated as an exchange of stock’ in para-
graph (1), and

(ii) by adding at the end thereof the follow-
ing new sentence: ‘“For purposes of this sec-
tion, a United States person shall be treated
as having sold or exchanged any stock if,
under any provision of this subtitle, such
person is treated as realizing gain from the
sale or exchange of such stock.”.

(B) Paragraph (1) of section 1248(e) is
amended by striking ‘‘, or receives a dis-
tribution from a domestic corporation
which, under section 302 or 331, is treated as
an exchange of stock”.

(C) Subparagraph (B) of section 1248(f)(1) is
amended by striking ‘‘or 361(c)(1)”” and in-
serting ‘“355(c)(1), or 361(c)(1)”.

(D) Paragraph (1) of section 1248(i) is
amended to read as follows:

““(1) IN GENERAL.—If any shareholder of a
10-percent corporate shareholder of a foreign
corporation exchanges stock of the 10-per-
cent corporate shareholder for stock of the
foreign corporation, such 10-percent cor-
porate shareholder shall recognize gain in
the same manner as if the stock of the for-
eign corporation received in such exchange
had been—

“(A) issued to the 10-percent corporate
shareholder, and

““(B) then distributed by the 10-percent cor-

porate shareholder to such shareholder in re-
demption or liquidation (whichever is appro-
priate).
The amount of gain recognized by such 10-
percent corporate shareholder under the pre-
ceding sentence shall not exceed the amount
treated as a dividend under this section.”’.

(2) Section 897 is amended by striking sub-
section (f).

(3) Paragraph (13) of section 4975(d) is
amended by striking ‘‘section 408(b)’’ and in-
serting ‘‘section 408(b)(12)"’.

(4) Clause (iii) of section 56(g)(4)(D) is
amended by inserting “‘, but only with re-
spect to taxable years beginning after De-
cember 31, 1989 before the period at the end
thereof.

(5)(A) Paragraph (11) of section 11701(a) of
the Revenue Reconciliation Act of 1990 (and
the amendment made by such paragraph) are
hereby repealed, and section 7108(r)(2) of the
Revenue Reconciliation Act of 1989 shall be
applied as if such paragraph (and amend-
ment) had never been enacted.

(B) Subparagraph (A) shall not apply to
any building if the owner of such building es-
tablishes to the satisfaction of the Secretary
of the Treasury or his delegate that such
owner reasonably relied on the amendment
made by such paragraph (11).

(h) AMENDMENTS RELATED TO SUBTITLE H.—

(1)(A) Clause (vi) of section 168(e)(3)(B) is
amended by striking ‘“‘or’” at the end of sub-
clause (1), by striking the period at the end
of subclause (I1) and inserting *“, or’’, and by
adding at the end thereof the following new
subclause:

“(111) is described in section 48(1)(3)(A)(ix)
(as in effect on the day before the date of the
enactment of the Revenue Reconciliation
Act of 1990).”".

(B) Subparagraph (B) of section 168(e)(3)
(relating to 5-year property) is amended by
adding at the end the following flush sen-
tence:

“Nothing in any provision of law shall be
construed to treat property as not being de-
scribed in clause (vi)(l) (or the corresponding
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provisions of prior law) by reason of being
public utility property (within the meaning
of section 48(a)(3)).”".

(C) Subparagraph (K) of section 168(g)(4) is
amended by striking “‘section 48(a)(3)(A)(iii)”’
and inserting ‘“‘section 48(1)(3)(A)(ix) (as in ef-
fect on the day before the date of the enact-
ment of the Revenue Reconciliation Act of
1990)".

(2) Clause (ii) of section 172(b)(1)(E) is
amended by striking ‘‘subsection (m)”’ and
inserting ‘‘subsection (h)”.

(3) Sections 805(a)(4)(E), 832(b)(5)(C)(ii)(Il),
and 832(b)(5)(D)(ii)(I11) are each amended by
striking ““243(b)(5)"” and inserting ‘‘243(b)(2)"".

(4) Subparagraph (A) of section 243(b)(3) is
amended by inserting ‘“‘of” after “In the
case”.

(5) The subsection heading for subsection
(a) of section 280F is amended by striking
“INVESTMENT TAX CREDIT AND”".

(6) Clause (i) of section 1504(c)(2)(B) is
amended by inserting ‘‘section’ before
©243(b)(2)"".

(7) Paragraph (3) of section 341(f) is amend-
ed by striking ‘351, 361, 371(a), or 374(a)” and
inserting ‘‘351, or 361”".

(8) Paragraph (2) of section 243(b) is amend-
ed to read as follows:

“(2) AFFILIATED GROUP.—For purposes of
this subsection:

“(A) IN GENERAL.—The term ‘affiliated
group’ has the meaning given such term by
section 1504(a), except that for such purposes
sections 1504(b)(2), 1504(b)(4), and 1504(c) shall
not apply.

““(B) GROUP MUST BE CONSISTENT IN FOREIGN
TAX TREATMENT.—The requirements of para-
graph (1)(A) shall not be treated as being met
with respect to any dividend received by a
corporation if, for any taxable year which in-
cludes the day on which such dividend is re-
ceived—

“(i) 1 or more members of the affiliated
group referred to in paragraph (1)(A) choose
to any extent to take the benefits of section
901, and

“(ii) 1 or more other members of such
group claim to any extent a deduction for
taxes otherwise creditable under section
901.”.

(9) The amendment made by section
11813(b)(17) of the Revenue Reconciliation
Act of 1990 shall be applied as if the material
stricken by such amendment included the
closing parenthesis after ‘‘section 48(a)(5)”".

(10) Paragraph (1) of section 179(d) is
amended by striking “‘in a trade or business”’
and inserting ‘“‘a trade or business”.

(11) Subparagraph (E) of section 50(a)(2) is
amended by striking ‘‘section 48(a)(5)(A)”
and inserting ‘‘section 48(a)(5)”’.

(12) The amendment made by section
11801(c)(9)(G)(ii) of the Revenue Reconcili-
ation Act of 1990 shall be applied as if it
struck ‘‘Section 422A(c)(2)”’ and inserted
““‘Section 422(c)(2)”.

(13) Subparagraph (B) of section 424(c)(3) is
amended by striking ‘“‘a qualified stock op-
tion, an incentive stock option, an option
granted under an employee stock purchase
plan, or a restricted stock option’” and in-
serting ‘‘an incentive stock option or an op-
tion granted under an employee stock pur-
chase plan”.

(14) Subparagraph (E) of section 1367(a)(2)

is amended by striking ‘“section
613A(c)(13)(B)”” and inserting  ‘‘section
613A(c)(11)(B)"".

(15) Subparagraph (B) of section 460(e)(6) is
amended by striking ‘“‘section 167(k)’” and in-
serting ‘“‘section 168(e)(2)(A)(ii)”.

(16) Subparagraph (C) of section 172(h)(4) is
amended by striking ‘‘subsection (b)(1)(M)”’
and inserting ‘“‘subsection (b)(1)(E)”.

(17) Section 6503 is amended—
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(A) by redesignating the subsection relat-
ing to extension in case of certain sum-
monses as subsection (j), and

(B) by redesignating the subsection relat-
ing to cross references as subsection (k).

(18) Paragraph (4) of section 1250(e) is here-
by repealed.

(19) Paragraph (1) of section 179(d) is
amended by adding at the end the following
new sentence: ‘“Such term shall not include
any property described in section 50(b) and
shall not include air conditioning or heating
units.”.

(i) EFFeCTIVE DATE.—Except as otherwise
expressly provided—

(1) the amendments made by this section
shall be treated as amendments to the Inter-
nal Revenue Code of 1986 as amended by the
Revenue Reconciliation Act of 1993; and

(2) any amendment made by this section
shall apply to periods before the date of the
enactment of this section in the same man-
ner as if it had been included in the provision
of the Revenue Reconciliation Act of 1990 to
which such amendment relates.

SEC. 1703. AMENDMENTS RELATED TO REVENUE
RECONCILIATION ACT OF 1993.

(a) AMENDMENT RELATED TO SECTION
13114.—Paragraph (2) of section 1044(c) is
amended to read as follows:

““(2) PURCHASE.—The taxpayer shall be con-
sidered to have purchased any property if,
but for subsection (d), the unadjusted basis
of such property would be its cost within the
meaning of section 1012.”".

(b) AMENDMENTS RELATED TO SECTION
13142.—

(1) Subparagraph (B) of section 13142(b)(6)
of the Revenue Reconciliation Act of 1993 is
amended to read as follows:

““(B) FULL-TIME STUDENTS, WAIVER AUTHOR-
ITY, AND PROHIBITED DISCRIMINATION.—The
amendments made by paragraphs (2), (3), and
(4) shall take effect on the date of the enact-
ment of this Act.”.

(2) Subparagraph (C) of section 13142(b)(6)
of such Act is amended by striking ‘‘para-
graph (2)”” and inserting ‘“‘paragraph (5)”.

(c) AMENDMENT RELATED TO SECTION
13161.—

(1) IN GENERAL.—Subsection (e) of section
4001 (relating to inflation adjustment) is
amended to read as follows:

““(e) INFLATION ADJUSTMENT.—

‘(1) IN GENERAL.—The $30,000 amount in
subsection (a) and section 4003(a) shall be in-
creased by an amount equal to—

““(A) $30,000, multiplied by

‘“(B) the cost-of-living adjustment under
section 1(f)(3) for the calendar year in which
the vehicle is sold, determined by substitut-
ing ‘calendar year 1990’ for ‘calendar year
1992’ in subparagraph (B) thereof.

““(2) RouNDING.—If any amount as adjusted
under paragraph (1) is not a multiple of
$2,000, such amount shall be rounded to the
next lowest multiple of $2,000.”".

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect on
the date of the enactment of this Act.

(d) AMENDMENT RELATED TO SECTION
13201.—Clause (ii) of section 135(b)(2)(B) is
amended by inserting before the period at
the end thereof the following: **, determined
by substituting ‘calendar year 1989’ for ‘cal-
endar year 1992’ in subparagraph (B) there-
of”’.

(e) AMENDMENTS RELATED TO SECTION
13203.—Subsection (a) of section 59 is amend-
ed—

(1) by striking ‘“‘the amount determined
under section 55(b)(1)(A)’” in paragraph (1)(A)
and (2)(A)(i) and inserting ‘“‘the pre-credit
tentative minimum tax’’,

(2) by striking ‘‘specified in section
55(b)(1)(A)”" in paragraph (1)(C) and inserting
“‘specified in subparagraph (A)(i) or (B)(i) of
section 55(b)(1) (whichever applies)”’,
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(3) by striking ““which would be determined
under section 55(b)(1)(A)” in paragraph
(2)(A)(ii) and inserting ‘“‘which would be the
pre-credit tentative minimum tax”’, and

(4) by adding at the end thereof the follow-
ing new paragraph:

““(3) PRE-CREDIT TENTATIVE MINIMUM TAX.—
For purposes of this subsection, the term
‘pre-credit tentative minimum tax’ means—

“(A) in the case of a taxpayer other than a
corporation, the amount determined under
the first sentence of section 55(b)(1)(A)(i), or

“(B) in the case of a corporation, the
amount determined under section
55(b)(1)(B)(i).”.

(f) AMENDMENT RELATED TO SECTION

13221.—Sections 1201(a) and 1561(a) are each
amended by striking ‘“‘last sentence’ each
place it appears and inserting ‘“‘last 2 sen-
tences’.

(g) AMENDMENTS RELATED TO SECTION
13222.—

(1) Subparagraph (B) of section 6033(e)(1) is
amended by adding at the end thereof the
following new clause:

““(iii) COORDINATION WITH SECTION 527(f).—
This subsection shall not apply to any
amount on which tax is imposed by reason of
section 527(f).”.

(2) Clause (i) of section 6033(e)(1)(B) is
amended by striking ‘““‘this subtitle’” and in-
serting ‘‘section 501"".

(h) AMENDMENT RELATED TO SECTION
13225.—Paragraph (3) of section 6655(g) is
amended by striking all that follows *“‘3rd
month’”’ in the sentence following subpara-
graph (C) and inserting *“, subsection
(€)(2)(A) shall be applied by substituting ‘2
months’ for ‘3 months’ in clause (i)(l), the
election under clause (i) of subsection
(€)(2)(C) may be made separately for each in-
stallment, and clause (ii) of subsection
(€)(2)(C) shall not apply.”.

(1) AMENDMENTS RELATED TO SECTION
13231.—

(1) Subparagraph (G) of section 904(d)(3) is
amended by striking ‘‘section 951(a)(1)(B)”’
and inserting ‘‘subparagraph (B) or (C) of
section 951(a)(1)”’.

(2) Paragraph (1) of section 956A(b) is
amended to read as follows:

‘(1) the amount (not including a deficit)
referred to in section 316(a)(1) to the extent
such amount was accumulated in prior tax-
able years beginning after September 30,
1993, and’’.

(3) Subsection (f) of section 956A is amend-
ed by inserting before the period at the end
thereof: ‘““‘and regulations coordinating the
provisions of subsections (c)(3)(A) and (d)”".

(4) Subsection (b) of section 958 is amended
by striking ““956(b)(2)’’ each place it appears
and inserting ‘“956(c)(2)"".

(5)(A) Subparagraph (A) of section
1297(d)(2) is amended by striking ‘““The ad-
justed basis of any asset’” and inserting “The
amount taken into account under section
1296(a)(2) with respect to any asset’.

(B) The paragraph heading of paragraph (2)
of section 1297(d) is amended to read as fol-
lows:

““(2) AMOUNT TAKEN INTO ACCOUNT.—"",

(6) Subsection (e) of section 1297 is amend-
ed by inserting ‘“For purposes of this
part—"" after the subsection heading.

(J) AMENDMENT RELATED TO SECTION
13241.—Subparagraph (B) of section 40(e)(1) is
amended to read as follows:

“(B) for any period before January 1, 2001,
during which the rates of tax under section
4081(a)(2)(A) are 4.3 cents per gallon.”.

(k) AMENDMENT RELATED TO SECTION
13242.—Paragraph (4) of section 6427(f) is
amended by striking ‘1995 and inserting
41999,

() AMENDMENT RELATED TO SECTION
13261.—Clause (iii) of section 13261(g)(2)(A) of
the Revenue Reconciliation Act of 1993 is
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amended by striking ‘“‘by the taxpayer’ and
inserting ‘“‘by the taxpayer or a related per-
son”.

(m) AMENDMENT RELATED TO SECTION
13301.—Subparagraph (B) of section
1397B(d)(5) is amended by striking ‘‘preced-
ing”.

(n) CLERICAL AMENDMENTS.—

(1) Subsection (d) of section 39 is amend-
ed—

(A) by striking ““45”’ in the heading of para-
graph (5) and inserting ‘‘45A”’, and

(B) by striking ““45”" in the heading of para-
graph (6) and inserting ““45B”’.

(2) Subparagraph (A) of section 108(d)(9) is
amended by striking ‘‘paragraph (3)(B)”’ and
inserting ‘‘paragraph (3)(C)".

(3) Subparagraph (C) of section 143(d)(2) is
amended by striking the period at the end
thereof and inserting a comma.

(4) Clause (ii) of section 163()(6)(E) is
amended by striking “which is a’’ and insert-
ing “which is”.

(5) Subparagraph (A) of section 1017(b)(4) is
amended by striking ‘‘subsection (b)(2)(D)”’
and inserting ‘“‘subsection (b)(2)(E)”".

(6) So much of section 1245(a)(3) as precedes
subparagraph (A) thereof is amended to read
as follows:

““(3) SECTION 1245 PROPERTY.—FoOr purposes
of this section, the term ‘section 1245 prop-
erty’ means any property which is or has
been property of a character subject to the
allowance for depreciation provided in sec-
tion 167 and is either—"".

(7) Paragraph (2) of section 1394(e) is
amended—

(A) by striking “‘(i)”” and inserting ““(A)”,
and

(B) by striking “‘(ii)”” and inserting ““(B)”.

(8) Subsection (m) of section 6501 (as redes-
ignated by section 1602) is amended by strik-
ing “‘or 51(j)”’ and inserting ‘*45B, or 51(j)"".

(9)(A) The section 6714 added by section
13242(b)(1) of the Revenue Reconciliation Act
of 1993 is hereby redesignated as section 6715.

(B) The table of sections for part | of sub-
chapter B of chapter 68 is amended by strik-
ing ““6714”" in the item added by such section
13242(b)(2) of such Act and inserting ““6715".

(10) Paragraph (2) of section 9502(b) is
amended by inserting ‘“‘and before’” after
41982,”.

(11) Subsection (a)(3) of section 13206 of the
Revenue Reconciliation Act of 1993 is amend-
ed by striking ‘‘this section’ and inserting
“this subsection”.

(12) Paragraph (1) of section 13215(c) of the
Revenue Reconciliation Act of 1993 is amend-
ed by striking ““Public Law 92-21"" and insert-
ing “Public Law 98-21"".

(13) Paragraph (2) of section 13311(e) of the
Revenue Reconciliation Act of 1993 is amend-
ed by striking ‘“‘section 1393(a)(3)’’ and insert-
ing “‘section 1393(a)(2)”’.

(14) Subparagraph (B) of section 117(d)(2) is
amended by striking ‘‘section 132(f)"” and in-
serting ‘‘section 132(h)”.

(0) EFFECTIVE DATE.—Any amendment
made by this section shall take effect as if
included in the provision of the Revenue
Reconciliation Act of 1993 to which such
amendment relates.

SEC. 1704. MISCELLANEOUS PROVISIONS.

(a) APPLICATION OF AMENDMENTS MADE BY
TiTLE X1l OoF OMNIBUS BUDGET RECONCILI-
ATION ACT OF 1990.—Except as otherwise ex-
pressly provided, whenever in title XII of the
Omnibus Budget Reconciliation Act of 1990
an amendment or repeal is expressed in
terms of an amendment to, or repeal of, a
section or other provision, the reference
shall be considered to be made to a section
or other provision of the Internal Revenue
Code of 1986.

(b) TREATMENT OF CERTAIN AMOUNTS UNDER
HEDGE BOND RULES.—
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(1) Clause (iii) of section 149(g)(3)(B) is
amended to read as follows:

“(iii) AMOUNTS HELD PENDING REINVEST-
MENT OR REDEMPTION.—Amounts held for not
more than 30 days pending reinvestment or
bond redemption shall be treated as invested
in bonds described in clause (i).”.

(2) The amendment made by paragraph (1)
shall take effect as if included in the amend-
ments made by section 7651 of the Omnibus
Budget Reconciliation Act of 1989.

(c) TREATMENT OF CERTAIN DISTRIBUTIONS
UNDER SECTION 1445.—

(1) IN GENERAL.—Paragraph (3) of section
1445(e) is amended by adding at the end
thereof the following new sentence: ‘‘Rules
similar to the rules of the preceding provi-
sions of this paragraph shall apply in the
case of any distribution to which section 301
applies and which is not made out of the
earnings and profits of such a domestic cor-
poration.”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to dis-
tributions after the date of the enactment of
this Act.

(d) TREATMENT OF CERTAIN CREDITS UNDER
SECTION 469.—

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 469(c)(3) is amended by adding at the end
thereof the following new sentence: ““If the
preceding sentence applies to the net income
from any property for any taxable year, any
credits allowable under subpart B (other
than section 27(a)) or D of part IV of sub-
chapter A for such taxable year which are at-
tributable to such property shall be treated
as credits not from a passive activity to the
extent the amount of such credits does not
exceed the regular tax liability of the tax-
payer for the taxable year which is allocable
to such net income.””.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to taxable
years beginning after December 31, 1986.

() TREATMENT OF DISPOSITIONS UNDER
PASSIVE LOSS RULES.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 469(g)(1) is amended to read as follows:

“(A) IN GENERAL.—If all gain or loss real-
ized on such disposition is recognized, the ex-
cess of—

“(i) any loss from such activity for such
taxable year (determined after the applica-
tion of subsection (b)), over

‘(i) any net income or gain for such tax-
able year from all other passive activities
(determined after the application of sub-
section (b)),
shall be treated as a loss which is not from
a passive activity.”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall apply to taxable
years beginning after December 31, 1986.

(f) MISCELLANEOUS AMENDMENTS TO FOR-
EIGN PROVISIONS.—

(1) COORDINATION OF UNIFIED ESTATE TAX
CREDIT WITH TREATIES.—Subparagraph (A) of
section 2102(c)(3) is amended by adding at the
end thereof the following new sentence: “For
purposes of the preceding sentence, property
shall not be treated as situated in the United
States if such property is exempt from the
tax imposed by this subchapter under any
treaty obligation of the United States.”.

(2) TREATMENT OF CERTAIN INTEREST PAID
TO RELATED PERSON.—

(A) Subparagraph (B) of section 163(j)(1) is
amended by inserting before the period at
the end thereof the following: ‘‘(and clause
(ii) of paragraph (2)(A) shall not apply for
purposes of applying this subsection to the
amount so treated)”’.

(B) Subsection (j) of section 163 is amended
by redesignating paragraph (7) as paragraph
(8) and by inserting after paragraph (6) the
following new paragraph:
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“(7) COORDINATION WITH PASSIVE LOSS
RULES, ETC.—This subsection shall be applied
before sections 465 and 469.”.

(C) The amendments made by this para-
graph shall apply as if included in the
amendments made by section 7210(a) of the
Revenue Reconciliation Act of 1989.

(3) TREATMENT OF INTEREST ALLOCABLE TO
EFFECTIVELY CONNECTED INCOME.—

(A) IN GENERAL.—

(i) Subparagraph (B) of section 884(f)(1) is
amended by striking ‘“to the extent’” and all
that follows down through ‘‘subparagraph
(A)”” and inserting ‘‘to the extent that the al-
locable interest exceeds the interest de-
scribed in subparagraph (A)”.

(ii) The second sentence of section 884(f)(1)
is amended by striking ‘‘reasonably ex-
pected’” and all that follows down through
the period at the end thereof and inserting
“‘reasonably expected to be allocable inter-
est.”

(iii) Paragraph (2) of section 884(f) is
amended to read as follows:

““(2) ALLOCABLE INTEREST.—For purposes of
this subsection, the term ‘allocable interest’
means any interest which is allocable to in-
come which is effectively connected (or
treated as effectively connected) with the
conduct of a trade or business in the United
States.”’.

(B) EFFECTIVE DATE.—The amendments
made by subparagraph (A) shall take effect
as if included in the amendments made by
section 1241(a) of the Tax Reform Act of 1986.

(4) CLARIFICATION OF SOURCE RULE.—

(A) IN GENERAL.—Paragraph (2) of section
865(b) is amended by striking “‘863(b)’’ and in-
serting ‘‘863"".

(B) EFFECTIVE DATE.—The amendment
made by subparagraph (A) shall take effect
as if included in the amendments made by
section 1211 of the Tax Reform Act of 1986.

(5) REPEAL OF OBSOLETE PROVISIONS.—

(A) Paragraph (1) of section 6038(a) is
amended by striking ‘‘, and’” at the end of
subparagraph (E) and inserting a period, and
by striking subparagraph (F).

(B) Subsection (b) of section 6038A is
amended by adding ‘““and’’ at the end of para-
graph (2), by striking *‘, and”’ at the end of
paragraph (3) and inserting a period, and by
striking paragraph (4).

(g) TREATMENT OF ASSIGNMENT OF INTEREST
IN CERTAIN BOND-FINANCED FACILITIES.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 1317(3) of the Tax Reform Act of 1986 is
amended by adding at the end thereof the
following new sentence: ““A facility shall not
fail to be treated as described in this sub-
paragraph by reason of an assignment (or an
agreement to an assignment) by the govern-
mental unit on whose behalf the bonds are
issued of any part of its interest in the prop-
erty financed by such bonds to another gov-
ernmental unit.”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in such section 1317 on the date of
the enactment of the Tax Reform Act of 1986.

(h) CLARIFICATION OF TREATMENT OF MEDI-
CARE ENTITLEMENT UNDER COBRA PROVI-
SIONS.—

(1) IN GENERAL.—

(A) Subclause ) of section
4980B(f)(2)(B)(i) is amended to read as fol-
lows:

“(V) MEDICARE ENTITLEMENT FOLLOWED BY
QUALIFYING EVENT.—In the case of a qualify-
ing event described in paragraph (3)(B) that
occurs less than 18 months after the date the
covered employee became entitled to bene-
fits under title XVIII of the Social Security
Act, the period of coverage for qualified
beneficiaries other than the covered em-
ployee shall not terminate under this clause
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before the close of the 36-month period be-
ginning on the date the covered employee be-
came so entitled.”.

(B) Clause (v) of section 602(2)(A) of the
Employee Retirement Income Security Act
of 1974 is amended to read as follows:

““(v) MEDICARE ENTITLEMENT FOLLOWED BY
QUALIFYING EVENT.—In the case of a qualify-
ing event described in section 603(2) that oc-
curs less than 18 months after the date the
covered employee became entitled to bene-
fits under title XVIII of the Social Security
Act, the period of coverage for qualified
beneficiaries other than the covered em-
ployee shall not terminate under this sub-
paragraph before the close of the 36-month
period beginning on the date the covered em-
ployee became so entitled.”.

(C) Clause (iv) of section 2202(2)(A) of the
Public Health Service Act is amended to
read as follows:

““(iv) MEDICARE ENTITLEMENT FOLLOWED BY
QUALIFYING EVENT.—In the case of a qualify-
ing event described in section 2203(2) that oc-
curs less than 18 months after the date the
covered employee became entitled to bene-
fits under title XVIII of the Social Security
Act, the period of coverage for qualified
beneficiaries other than the covered em-
ployee shall not terminate under this sub-
paragraph before the close of the 36-month
period beginning on the date the covered em-
ployee became so entitled.”.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to plan
years beginning after December 31, 1989.

(i) TREATMENT OF CERTAIN REMIC INCLU-
SIONS.—

(1) IN GENERAL.—Subsection (a) of section
860E is amended by adding at the end thereof
the following new paragraph:

““(6) COORDINATION WITH MINIMUM TAX.—For
purposes of part VI of subchapter A of this
chapter—

““(A) the reference in section 55(b)(2) to tax-
able income shall be treated as a reference to
taxable income determined without regard
to this subsection,

““(B) the alternative minimum taxable in-
come of any holder of a residual interest in
a REMIC for any taxable year shall in no
event be less than the excess inclusion for
such taxable year, and

“(C) any excess inclusion shall be dis-
regarded for purposes of computing the alter-
native tax net operating loss deduction.

The preceding sentence shall not apply to
any organization to which section 593 ap-
plies, except to the extent provided in regu-
lations prescribed by the Secretary under
paragraph (2).”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in the amendments made by section
671 of the Tax Reform Act of 1986 unless the
taxpayer elects to apply such amendment
only to taxable years beginning after the
date of the enactment of this Act.

(j) EXEMPTION FROM HARBOR MAINTENANCE
TAX FOR CERTAIN PASSENGERS.—

(1) IN GENERAL.—Subparagraph (D) of sec-
tion 4462(b)(1) (relating to special rule for
Alaska, Hawaii, and possessions) is amended
by inserting before the period the following:
‘“, or passengers transported on United
States flag vessels operating solely within
the State waters of Alaska or Hawaii and ad-
jacent international waters’.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in the amendments made by section
1402(a) of the Harbor Maintenance Revenue
Act of 1986.

(k) AMENDMENTS RELATED TO REVENUE
PROVISIONS OF ENERGY PoLICY ACT OF 1992.—

(1) Effective with respect to taxable years
beginning after December 31, 1990, subclause
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(I1) of section 53(d)(1)(B)(iv) is amended to
read as follows:

“(11) the adjusted net minimum tax for any
taxable year is the amount of the net mini-
mum tax for such year increased in the man-
ner provided in clause (iii).”.

(2) Subsection (g) of section 179A is redesig-
nated as subsection (f).

(3) Subparagraph (E) of section 6724(d)(3) is
amended by striking “‘section 6109(f)”” and in-
serting ‘‘section 6109(h)’".

(4)(A) Subsection (d) of section 30 is
amended—

(i) by inserting ‘“‘(determined without re-
gard to subsection (b)(3))”” before the period
at the end of paragraph (1) thereof, and

(ii) by adding at the end thereof the follow-
ing new paragraph:

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

(B) Subsection (m) of section 6501 (as redes-
ignated by section 1602) is amended by strik-

ing ‘“‘section 40(f)”” and inserting ‘‘section
30(d)(4), 40(f)".
5) Subclause (i of section

501(c)(21)(D)(ii) is amended by striking ‘‘sec-
tion 101(6)” and inserting ‘‘section 101(7)”
and by striking °‘‘1752(6) and inserting
“1752(7)"".

(6) Paragraph (1) of section 1917(b) of the
Energy Policy Act of 1992 shall be applied as
if “at a rate” appeared instead of ‘“‘at the
rate” in the material proposed to be strick-
en.

(7) Paragraph (2) of section 1921(b) of the
Energy Policy Act of 1992 shall be applied as
if a comma appeared after ‘(2)”’ in the mate-
rial proposed to be stricken.

(8) Subsection (a) of section 1937 of the En-
ergy Policy Act of 1992 shall be applied as if
“Subpart B’ appeared instead of ‘“‘Subpart
c”.

(I) TREATMENT OF QUALIFIED FOOTBALL
COACHES PLAN.—

(1) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, a qualified football
coaches plan—

(A) shall be treated as a multiemployer
collectively bargained plan, and

(B) notwithstanding section 401(k)(4)(B) of
such Code, may include a qualified cash and
deferred arrangement under section 401(k) of
such Code.

(2) QUALIFIED FOOTBALL COACHES PLAN.—
For purposes of this subsection, the term
“‘qualified football coaches plan’ means any
defined contribution plan which is estab-
lished and maintained by an organization—

(A) which is described in section 501(c) of
such Code,

(B) the membership of which consists en-
tirely of individuals who primarily coach
football as full-time employees of 4-year col-
leges or universities described in section
170(b)(1)(A)(ii) of such Code, and

(C) which was in existence on September
18, 1986.

(3) EFFECTIVE DATE.—This subsection shall
apply to years beginning after December 22,
1987.

(m) DETERMINATION OF UNRECOVERED IN-
VESTMENT IN ANNUITY CONTRACT.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 72(b)(4) is amended by inserting ‘‘(deter-
mined without regard to subsection (c)(2))”
after *“‘contract’.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in the amendments made by section
1122(c) of the Tax Reform Act of 1986.

(n) MODIFICATIONS TO ELECTION TO INCLUDE
CHILD’S INCOME ON PARENT’S RETURN.—

(1) ELIGIBILITY FOR ELECTION.—Clause (ii)
of section 1(g)(7)(A) (relating to election to
include certain unearned income of child on
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parent’s return) is amended to read as fol-
lows:

“(itf) such gross income is more than the
amount described in paragraph (4)(A)(ii)(1)
and less than 10 times the amount so de-
scribed,”.

(2) COMPUTATION OF TAX.—Subparagraph
(B) of section 1(g)(7) (relating to income in-
cluded on parent’s return) is amended—

(A) by striking “$1,000”" in clause (i) and in-
serting ‘“‘twice the amount described in para-
graph (4)(A)(ii)(1)”’, and

(B) by amending subclause (I1) of clause (ii)
to read as follows:

“(11) for each such child, 15 percent of the
lesser of the amount described in paragraph
(@) (A)(iT)(1) or the excess of the gross income
of such child over the amount so described,
and’’.

(3) MINIMUM TAX.—Subparagraph (B) of sec-
tion 59(j)(1) is amended by striking ““$1,000’
and inserting ‘“twice the amount in effect for
the taxable year under section 63(c)(5)(A)”.

(4) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to tax-
able years beginning after December 31, 1995.

(0) TREATMENT OF CERTAIN VETERANS’ RE-
EMPLOYMENT RIGHTS.—

(1) IN GENERAL.—Section 414 is amended by
adding at the end the following new sub-
section:

“(u) SPECIAL RULES RELATING TO VETER-
ANS’ REEMPLOYMENT RIGHTS UNDER
USERRA.—

““(1) TREATMENT OF CERTAIN CONTRIBUTIONS
MADE PURSUANT TO VETERANS’ REEMPLOYMENT
RIGHTS.—If any contribution is made by an
employer or an employee under an individual
account plan with respect to an employee, or
by an employee to a defined benefit plan that
provides for employee contributions, and
such contribution is required by reason of
such employee’s rights under chapter 43 of
title 38, United States Code, resulting from
qualified military service, then—

““(A) such contribution shall not be subject
to any otherwise applicable limitation con-
tained in section 402(g), 402(h), 403(b), 404(a),
404(h), 408, 415, or 457, and shall not be taken
into account in applying such limitations to
other contributions or benefits under such
plan or any other plan, with respect to the
year in which the contribution is made,

“(B) such contribution shall be subject to
the limitations referred to in subparagraph
(A) with respect to the year to which the
contribution relates (in accordance with
rules prescribed by the Secretary), and

““(C) such plan shall not be treated as fail-

ing to meet the requirements of section
401(a)(4), 401(a)(26), 401(k)(3), 401(k)(11),
401(k)(12),  401(m),  403(b)(12),  408(k)(3),
408(k)(6), 408(p), 410(b), or 416 by reason of the
making of (or the right to make) such con-
tribution.
For purposes of the preceding sentence, any
elective deferral or employee contribution
made under paragraph (2) shall be treated as
required by reason of the employee’s rights
under such chapter 43.

““(2) REEMPLOYMENT RIGHTS UNDER USERRA
WITH RESPECT TO ELECTIVE DEFERRALS.—

““(A) IN GENERAL.—For purposes of this sub-
chapter and section 457, if an employee is en-
titled to the benefits of chapter 43 of title 38,
United States Code, with respect to any plan
which provides for elective deferrals, the em-
ployer sponsoring the plan shall be treated
as meeting the requirements of such chapter
43 with respect to such elective deferrals
only if such employer—

‘(i) permits such employee to make addi-
tional elective deferrals under such plan (in
the amount determined under subparagraph
(B) or such lesser amount as is elected by the
employee) during the period which begins on
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the date of the reemployment of such em-
ployee with such employer and has the same
length as the lesser of—

“(1) the product of 3 and the period of
qualified military service which resulted in
such rights, and

“(11) 5 years, and

“(if) makes a matching contribution with
respect to any additional elective deferral
made pursuant to clause (i) which would
have been required had such deferral actu-
ally been made during the period of such
qualified military service.

“(B) AMOUNT OF MAKEUP REQUIRED.—The
amount determined under this subparagraph
with respect to any plan is the maximum
amount of the elective deferrals that the in-
dividual would have been permitted to make
under the plan in accordance with the limi-
tations referred to in paragraph (1)(A) during
the period of qualified military service if the
individual had continued to be employed by
the employer during such period and re-
ceived compensation as determined under
paragraph (7). Proper adjustment shall be
made to the amount determined under the
preceding sentence for any elective deferrals
actually made during the period of such
qualified military service.

““(C) ELECTIVE DEFERRAL.—For purposes of
this paragraph, the term ‘elective deferral’
has the meaning given such term by section
402(g)(3); except that such term shall include
any deferral of compensation under an eligi-
ble deferred compensation plan (as defined in
section 457(b)).

“(D) AFTER-TAX EMPLOYEE CONTRIBU-
TIONS.—References in subparagraphs (A) and
(B) to elective deferrals shall be treated as
including references to employee contribu-
tions.

““(3) CERTAIN RETROACTIVE ADJUSTMENTS
NOT REQUIRED.—For purposes of this sub-
chapter and subchapter E, no provision of
chapter 43 of title 38, United States Code,
shall be construed as requiring—

“(A) any crediting of earnings to an em-
ployee with respect to any contribution be-
fore such contribution is actually made, or

““(B) any allocation of any forfeiture with
respect to the period of qualified military
service.

““(4) LOAN REPAYMENT SUSPENSIONS PER-
MITTED.—If any plan suspends the obligation
to repay any loan made to an employee from
such plan for any part of any period during
which such employee is performing service
in the uniformed services (as defined in chap-
ter 43 of title 38, United States Code), wheth-
er or not qualified military service, such sus-
pension shall not be taken into account for
purposes of section 72(p), 401(a), or 4975(d)(1).

““(5) QUALIFIED MILITARY SERVICE.—For pur-
poses of this subsection, the term ‘qualified
military service’ means any service in the
uniformed services (as defined in chapter 43
of title 38, United States Code) by any indi-
vidual if such individual is entitled to reem-
ployment rights under such chapter with re-
spect to such service.

““(6) INDIVIDUAL ACCOUNT PLAN.—FoOr pur-
poses of this subsection, the term ‘individual
account plan’ means any defined contribu-
tion plan (including any tax-sheltered annu-
ity plan under section 403(b), any simplified
employee pension under section 408(k), any
qualified salary reduction arrangement
under section 408(p), and any eligible de-
ferred compensation plan (as defined in sec-
tion 457(b)).

““(7) COMPENSATION.—For purposes of sec-
tions 403(b)(3), 415(c)(3), and 457(e)(5), an em-
ployee who is in qualified military service
shall be treated as receiving compensation
from the employer during such period of
qualified military service equal to—

““(A) the compensation the employee would
have received during such period if the em-
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ployee were not in qualified military service,
determined based on the rate of pay the em-
ployee would have received from the em-
ployer but for absence during the period of
qualified military service, or

“(B) if the compensation the employee
would have received during such period was
not reasonably certain, the employee’s aver-
age compensation from the employer during
the 12-month period immediately preceding
the qualified military service (or, if shorter,
the period of employment immediately pre-
ceding the qualified military service).

‘“(8) USERRA REQUIREMENTS FOR QUALIFIED
RETIREMENT PLANS.—For purposes of this
subchapter and section 457, an employer
sponsoring a retirement plan shall be treated
as meeting the requirements of chapter 43 of
title 38, United States Code, only if each of
the following requirements is met:

“(A) An individual reemployed under such
chapter is treated with respect to such plan
as not having incurred a break in service
with the employer maintaining the plan by
reason of such individual’s period of quali-
fied military service.

““(B) Each period of qualified military serv-
ice served by an individual is, upon reem-
ployment under such chapter, deemed with
respect to such plan to constitute service
with the employer maintaining the plan for
the purpose of determining the nonforfeit-
ability of the individual’s accrued benefits
under such plan and for the purpose of deter-
mining the accrual of benefits under such
plan.

“(C) An individual reemployed under such
chapter is entitled to accrued benefits that
are contingent on the making of, or derived
from, employee contributions or elective de-
ferrals only to the extent the individual
makes payment to the plan with respect to
such contributions or deferrals. No such pay-
ment may exceed the amount the individual
would have been permitted or required to
contribute had the individual remained con-
tinuously employed by the employer
throughout the period of qualified military
service. Any payment to such plan shall be
made during the period beginning with the
date of reemployment and whose duration is
3 times the period of the qualified military
service (but not greater than 5 years).

““(9) PLANS NOT SUBJECT TO TITLE 38.—This
subsection shall not apply to any retirement
plan to which chapter 43 of title 38, United
States Code, does not apply.

‘“(10) ReEFERENCES.—For purposes of this
section, any reference to chapter 43 of title
38, United States Code, shall be treated as a
reference to such chapter as in effect on De-
cember 12, 1994 (without regard to any subse-
quent amendment).””.

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall be effective as
of December 12, 1994.

(p) REPORTING OF REAL ESTATE TRANS-
ACTIONS.—

(1) IN GENERAL.—Paragraph (3) of section
6045(e) (relating to prohibition of separate
charge for filing return) is amended by add-
ing at the end the following new sentence:
“Nothing in this paragraph shall be con-
strued to prohibit the real estate reporting
person from taking into account its cost of
complying with such requirement in estab-
lishing its charge (other than a separate
charge for complying with such requirement)
to any customer for performing services in
the case of a real estate transaction.”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in section 1015(e)(2)(A) of the Tech-
nical and Miscellaneous Revenue Act of 1988.

(g) CLARIFICATION OF DENIAL OF DEDUCTION
FOR STOCK REDEMPTION EXPENSES.

(1) IN GENERAL.—Paragraph (1) of section
162(k) is amended by striking ‘‘the redemp-
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tion of its stock’ and inserting ‘“the reacqui-
sition of its stock or of the stock of any re-
lated person (as defined in section
465(b)(3)(C))"".

(2) CERTAIN DEDUCTIONS PERMITTED.—Sub-
paragraph (A) of section 162(k)(2) is amended
by striking “‘or’”’ at the end of clause (i), by
redesignating clause (ii) as clause (iii), and
by inserting after clause (i) the following
new clause:

“(ii) deduction for amounts which are
properly allocable to indebtedness and amor-
tized over the term of such indebtedness,
or’.

(3) CLERICAL AMENDMENT.—The subsection
heading for subsection (k) of section 162 is
amended by striking ‘“REDEMPTION’’ and in-
serting ‘““REACQUISITION"".

(4) EFFECTIVE DATE.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), the amendments made by
this subsection shall apply to amounts paid
or incurred after September 13, 1995, in tax-
able years ending after such date.

(B) PARAGRAPH (2).—The amendment made
by paragraph (2) shall take effect as if in-
cluded in the amendment made by section
613 of the Tax Reform Act of 1986.

(r) CLERICAL AMENDMENT TO SECTION 404.—

(1) IN GENERAL.—Paragraph (1) of section
404(j) is amended by striking ‘“(10)”” and in-
serting ““(9)”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) shall take effect as if
included in the amendments made by section
713(d)(4)(A) of the Deficit Reduction Act of
1984.

(s) PassIvVE INCOME NOT ToO INCLUDE FSC
INCOME, ETC.—

(1) IN GENERAL.—Paragraph (2) of section
1296(b) is amended by striking ‘“‘or’” at the
end of subparagraph (B), by striking the pe-
riod at the end of subparagraph (C) and in-
serting ‘‘, or”’, and by inserting after sub-
paragraph (C) the following new subpara-
graph:

“(D) which is foreign trade income of a
FSC or export trade income of an export

trade corporation (as defined in section
971).”.
(2) EFFECTIVE DATE.—The amendment

made by paragraph (1) shall take effect as if
included in the amendments made by section
1235 of the Tax Reform Act of 1986.

(t) MISCELLANEOUS CLERICAL
MENTS.—

(1) Subclause (11) of section 56(g)(4)(C)(ii) is
amended by striking ‘“‘of the subclause’ and
inserting ‘‘of subclause’.

(2) Paragraph (2) of section 72(m) is amend-
ed by inserting “and” at the end of subpara-
graph (A), by striking subparagraph (B), and
by redesignating subparagraph (C) as sub-
paragraph (B).

(3) Paragraph (2) of section 86(b) is amend-
ed by striking “‘adusted’” and inserting ‘‘ad-
justed”.

(4)(A) The heading for section 112 is amend-
ed by striking ‘‘combat pay’” and inserting
‘‘combat zone compensation’’.

(B) The item relating to section 112 in the
table of sections for part Il of subchapter B
of chapter 1 is amended by striking ‘‘combat
pay’ and inserting ‘‘combat zone compensa-
tion”’.

(C) Paragraph (1) of section 3401l(a) is
amended by striking ‘“‘combat pay’ and in-
serting ‘‘combat zone compensation’.

(5) Clause (i) of section 172(h)(3)(B) is
amended by striking the comma at the end
thereof and inserting a period.

(6) Clause (ii) of section 543(a)(2)(B) is
amended by striking ‘“‘section 563(c)’’ and in-
serting ‘‘section 563(d)”".

(7) Paragraph (1) of section 958(a) is amend-
ed by striking ‘“‘sections 955(b)(1) (A) and (B),
955(c)(2)(A)(ii), and 960(a)(1)” and inserting
‘““section 960(a)(1)”".

AMEND-
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(8) Subsection (g) of section 642 is amended
by striking ‘“‘under 2621(a)(2)”’ and inserting
““‘under section 2621(a)(2)”’.

(9) Section 1463 is amended by striking
““this subsection” and inserting ‘‘this sec-
tion”’.

(10) Subsection (k) of section 3306 is amend-
ed by inserting a period at the end thereof.

(11) The item relating to section 4472 in the
table of sections for subchapter B of chapter
36 is amended by striking ‘“‘and special
rules”.

(12) Paragraph (3) of section 5134(c) is
amended by striking ‘‘section 6662(a)”” and
inserting ‘‘section 6665(a)’’.

(13) Paragraph (2) of section 5206(f) is
amended by striking ‘‘section 5(e)”” and in-
serting ‘‘section 105(e)”’.

(14) Paragraph (1) of section 6050B(c) is
amended by striking ‘‘section 85(c)”” and in-
serting ‘‘section 85(b)”".

(15) Subsection (k) of section 6166 is amend-
ed by striking paragraph (6).

(16) Subsection (e) of section 6214 is amend-
ed to read as follows:

“‘(e) CROSS REFERENCE.—

“For provision giving Tax Court jurisdic-
tion to order a refund of an overpayment and
to award sanctions, see section 6512(b)(2).”.

(17) The section heading for section 6043 is
amended by striking the semicolon and in-
serting a comma.

(18) The item relating to section 6043 in the
table of sections for subpart B of part Il of
subchapter A of chapter 61 is amended by
striking the semicolon and inserting a
comma.

(19) The table of sections for part | of sub-
chapter A of chapter 68 is amended by strik-
ing the item relating to section 6662.

(20)(A) Section 7232 is amended—

(i) by striking “‘lubricating oil,”” in the head-
ing, and

(ii) by striking ““lubricating oil,” in the
text.

(B) The table of sections for part Il of sub-
chapter A of chapter 75 is amended by strik-
ing “lubricating oil,” in the item relating to
section 7232.

(21) Paragraph (1) of section 6701(a) of the
Omnibus Budget Reconciliation Act of 1989 is
amended by striking ‘‘subclause (1V)” and
inserting ‘‘subclause (V).

(22) Clause (ii) of section 7304(a)(2)(D) of
such Act is amended by striking ‘‘subsection
(c)(2)’” and inserting ‘“‘subsection (c)”.

(23) Paragraph (1) of section 7646(b) of such

Act is amended by striking ‘‘section
6050H(b)(1)” and inserting ‘‘section
6050H(b)(2)"".

(24) Paragraph (10) of section 7721(c) of such
Act is amended by striking ‘‘section
6662(b)(2)(C)(ii)” and inserting ‘‘section
6661(b)(2)(C)(ii)”".

(25) Subparagraph (A) of section 7811(i)(3)
of such Act is amended by inserting ‘‘the
first place it appears’ before ““in clause (i)”.

(26) Paragraph (10) of section 7841(d) of
such Act is amended by striking ‘‘section
381(a)’”’ and inserting ‘“‘section 381(c)”’.

(27) Paragraph (2) of section 7861(c) of such
Act is amended by inserting ‘‘the second
place it appears’ before “‘and inserting’.

(28) Paragraph (1) of section 460(b) is
amended by striking ‘‘the look-back method
of paragraph (3)”” and inserting ‘‘the look-
back method of paragraph (2)’.

(29) Subparagraph (C) of section 50(a)(2) is
amended by striking ‘‘subsection (c)(4)” and
inserting ‘‘subsection (d)(5)”’.

(30) Subparagraph (B) of section 172(h)(4) is
amended by striking the material following
the heading and preceding clause (i) and in-
serting “‘For purposes of subsection (b)(2)—".

(31) Subparagraph (A) of section 355(d)(7) is
amended by inserting ‘‘section’” before
“267(b)”".
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(32) Subparagraph (C) of section 420(e)(1) is
amended by striking ‘““mean’ and inserting
“means’’.

(33) Paragraph (4) of section 537(b) is
amended by striking ‘‘section 172(i)”” and in-
serting ‘‘section 172(f)"".

(34) Subparagraph (B) of section 613(e)(1) is
amended by striking the comma at the end
thereof and inserting a period.

(35) Paragraph (4) of section 856(a) is
amended by striking ‘‘section 582(c)(5)”’ and
inserting ‘‘section 582(c)(2)"’.

(36) Sections 904(f)(2)(B) (i) and
907(c)(4)(B)(iii) are each amended by insert-
ing “(as in effect on the day before the date
of the enactment of the Revenue Reconcili-
ation Act of 1990)”’ after “‘section 172(h)”.

(37) Subsection (b) of section 936 is amend-
ed by striking ‘“‘subparagraphs (D)(ii)(1)”” and
inserting ‘‘subparagraphs (D)(ii)”.

(38) Subsection (c) of section 2104 is amend-
ed by striking ‘‘subparagraph (A), (C), or (D)
of section 861(a)(1)”” and inserting ‘‘section
861(a)(1)(A)”.

(39) Subparagraph (A) of section 280A(c)(1)
is amended to read as follows:

“(A) as the principal place of business for
any trade or business of the taxpayer,”’.

(40) Section 6038 is amended by redesignat-
ing the subsection relating to cross ref-
erences as subsection (f).

(41) Clause (iv) of section 6103(e)(1)(A) is
amended by striking all that follows ‘‘provi-
sions of” and inserting ‘‘section 1(g) or
59(31); -

(42) The subsection (f) of section 6109 of the
Internal Revenue Code of 1986 which was
added by section 2201(d) of Public Law 101-624
is redesignated as subsection (g).

(43) Subsection (b) of section 7454 is amend-
ed by striking ‘‘section 4955(e)(2)”” and insert-
ing “‘section 4955(f)(2)"".

(44) Subsection (d) of section 11231 of the
Revenue Reconciliation Act of 1990 shall be
applied as if ‘“‘comma’ appeared instead of
“period”” and as if the paragraph (9) proposed
to be added ended with a comma.

(45) Paragraph (1) of section 11303(b) of the
Revenue Reconciliation Act of 1990 shall be
applied as if “‘paragraph’ appeared instead of
‘““subparagraph’’ in the material proposed to
be stricken.

(46) Subsection (f) of section 11701 of the
Revenue Reconciliation Act of 1990 is amend-
ed by inserting ‘‘(relating to definitions)”
after ‘‘section 6038(e)”’.

(47) Subsection (i) of section 11701 of the
Revenue Reconciliation Act of 1990 shall be
applied as if ‘‘subsection’ appeared instead
of “‘section”” in the material proposed to be
stricken.

(48) Subparagraph (B) of section 11801(c)(2)
of the Revenue Reconciliation Act of 1990
shall be applied as if ‘‘section 56(g)” ap-
peared instead of ‘‘section 59(g)”’.

(49) Subparagraph (C) of section 11801(c)(8)
of the Revenue Reconciliation Act of 1990
shall be applied as if ‘“reorganizations’ ap-
peared instead of ‘‘reorganization’ in the
material proposed to be stricken.

(50) Subparagraph (H) of section 11801(c)(9)
of the Revenue Reconciliation Act of 1990
shall be applied as if ‘“‘section 1042(c)(1)(B)”’
appeared instead of ‘‘section 1042(c)(2)(B)”".

(51) Subparagraph (F) of section 11801(c)(12)
of the Revenue Reconciliation Act of 1990
shall be applied as if ““and (3)”’ appeared in-
stead of “‘and (E)”.

(52) Subparagraph (A) of section 11801(c)(22)
of the Revenue Reconciliation Act of 1990
shall be applied as if ‘“‘chapters 21" appeared
instead of ‘“‘chapter 21 in the material pro-
posed to be stricken.

(53) Paragraph (3) of section 11812(b) of the
Revenue Reconciliation Act of 1990 shall be
applied by not executing the amendment
therein to the heading of section 42(d)(5)(B).
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(54) Clause (i) of section 11813(b)(9)(A) of
the Revenue Reconciliation Act of 1990 shall
be applied as if a comma appeared after
“(B)(A)(ix)”” in the material proposed to be
stricken.

(55) Subparagraph (F) of section 11813(b)(13)
of the Revenue Reconciliation Act of 1990
shall be applied as if “tax’ appeared after
“investment’”’ in the material proposed to be
stricken.

(56) Paragraph (19) of section 11813(b) of the
Revenue Reconciliation Act of 1990 shall be
applied as if ‘“‘Paragraph (20) of section
1016(a), as redesignated by section 11801,” ap-
peared instead of ‘“Paragraph (21) of section
1016(a)”.

(57) Paragraph (5) section 8002(a) of the
Surface Transportation Revenue Act of 1991
shall be applied as if ‘“4481(e)”” appeared in-
stead of ““4481(c)”.

(58) Section 7872 is amended—

(A) by striking ‘‘foregone’ each place it
appears in subsections (a) and (e)(2) and in-
serting ‘‘forgone’’, and

(B) by striking ‘“FOREGONE’’ in the heading
for subsection (e) and the heading for para-
graph (2) of subsection (e) and inserting
““FORGONE”.

(59) Paragraph (7) of section 7611(h) is
amended by striking ‘‘approporiate’” and in-
serting ‘‘appropriate’’.

(60) The heading of paragraph (3) of section
419A(c) is amended by striking ‘“SEVERENCE”’
and inserting ‘“SEVERANCE”’.

(61) Clause (ii) of section 807(d)(3)(B) is
amended by striking ‘“Commissoners’ *’ and
inserting ‘“Commissioners’ ”.

(62) Subparagraph (B) of section 1274A(c)(1)
is amended by striking ‘‘instument’ and in-
serting “‘instrument’’.

(63) Subparagraph (B) of section 724(d)(3) by
striking ‘‘Subparagaph’ and inserting ‘““Sub-
paragraph”.

(64) The last sentence of paragraph (2) of
section 42(c) is amended by striking ‘‘of
1988.

(65) Paragraph (1) of section 9707(d) is
amended by striking ‘““diligence,”” and insert-
ing “‘diligence”.

(66) Subsection (c) of section 4977 is amend-
ed by striking ‘‘section 132(i)(2)”’ and insert-
ing “‘section 132(h)"".

(67) The last sentence of section 401(a)(20)
is amended by striking ‘“‘section 211" and in-
serting ‘‘section 521"".

(68) Subparagraph (A) of section 402(g)(3) is
amended by striking ‘‘subsection (a)(8)”" and
inserting ‘‘subsection (e)(3)"".

(69) The last sentence of section 403(b)(10)
is amended by striking ‘‘an direct’”” and in-
serting “‘a direct”’.

(70) Subparagraph (A) of section 4973(b)(1)
is amended by striking ‘‘sections 402(c)”” and
inserting ‘‘section 402(c)”’.

(71) Paragraph (12) of section 3405(e) is
amended by striking ““(b)(3)”” and inserting
“(b)(2)".

(72) Paragraph (41) of section 521(b) of the
Unemployment Compensation Amendments
of 1992 shall be applied as if ‘“‘section’ ap-
peared instead of ‘‘sections’ in the material
proposed to be stricken.

(73) Paragraph (27) of section 521(b) of the
Unemployment Compensation Amendments

of 1992 shall be applied as if ‘‘Section
691(c)(5)” appeared instead of ‘‘Section
691(c)”.

(74) Paragraph (5) of section 860F(a) is
amended by striking ‘“‘paragraph (1) and in-
serting ‘“‘paragraph (2).

(75) Paragraph (1) of section 415(k) is
amended by adding ‘“‘or”’ at the end of sub-
paragraph (C), by striking subparagraphs (D)
and (E), and by redesignating subparagraph
(F) as subparagraph (D).

(76) Paragraph (2) of section 404(a) is
amended by striking *“(18),”".



S7400

(77) Clause (ii) of section 72(p)(4)(A) is
amended to read as follows:

“(if) SPECIAL RULE.—The term ‘qualified
employer plan’ shall include any plan which
was (or was determined to be) a qualified em-
ployer plan or a government plan.”’.

(78) Sections 461(i)(3)(C) and 1274(b)(3)(B)(i)
are each amended by striking ‘‘section
6662(d)(2)(C)(ii)”” and inserting ‘‘section
6662(d)(2)(C)(iii)”".

(79) Subsection (a) of section 164 is amend-
ed by striking the paragraphs relating to the
generation-skipping tax and the environ-
mental tax imposed by section 59A and by in-
serting after paragraph (3) the following new
paragraphs:

““(4) The GST tax imposed on income dis-
tributions.

“(5) The environmental tax imposed by
section 59A.”".

(80) Subclause (1) of section 936(a)(4)(A)(ii)
is amended by striking ‘‘deprecation’ and in-
serting ‘‘depreciation’’.

Subtitle G—Other Provisions
SEC. 1801. EXEMPTION FROM DIESEL FUEL DYE-
ING REQUIREMENTS WITH RESPECT
TO CERTAIN STATES.

(a) IN GENERAL.—Section 4082 (relating to
exemptions for diesel fuel) is amended by re-
designating subsections (c) and (d) as sub-
sections (d) and (e), respectively, and by in-
serting after subsection (b) the following new
subsection:

““(c) EXCEPTION TO DYEING REQUIREMENTS.—
Paragraph (2) of subsection (a) shall not
apply with respect to any diesel fuel—

“(1) removed, entered, or sold in a State
for ultimate sale or use in an area of such
State during the period such area is exempt-
ed from the fuel dyeing requirements under
subsection (i) of section 211 of the Clean Air
Act (as in effect on the date of the enact-
ment of this subsection) by the Adminis-
trator of the Environmental Protection
Agency under paragraph (4) of such sub-
section (i) (as so in effect), and

““(2) the use of which is certified pursuant
to regulations issued by the Secretary.”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to fuel removed, entered, or sold on or after
the first day of the first calendar quarter be-
ginning after the date of the enactment of
this Act.

SEC. 1802. TREATMENT OF CERTAIN UNIVERSITY
ACCOUNTS.

(a) IN GENERAL.—For purposes of sub-
section (s) of section 3121 of the Internal
Revenue Code of 1986 (relating to concurrent
employment by 2 or more employers)—

(1) the following entities shall be deemed
to be related corporations that concurrently
employ the same individual:

(A) a State university which employs
health professionals as faculty members at a
medical school, and

(B) an agency account of a State univer-
sity which is described in subparagraph (A)
and from which there is distributed to such
faculty members payments forming a part of
the compensation that the State, or such
State university, as the case may be, agrees
to pay to such faculty members, but only if—

(i) such agency account is authorized by
State law and receives the funds for such
payments from a faculty practice plan de-
scribed in section 501(c)(3) of such Code and
exempt from tax under section 501(a) of such
Code,

(ii) such payments are distributed by such
agency account to such faculty members
who render patient care at such medical
school, and

(iii) such faculty members comprise at
least 30 percent of the membership of such
faculty practice plan, and

(2) remuneration which is disbursed by
such agency account to any such faculty
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member of the medical school described in
paragraph (1)(A) shall be deemed to have
been actually disbursed by the State, or such
State university, as the case may be, as a
common paymaster and not to have been ac-
tually disbursed by such agency account.

(b) EFFECTIVE DATE.—The provisions of
subsection (a) shall apply to remuneration
paid after December 31, 1996.

SEC. 1803. MODIFICATIONS TO EXCISE TAX ON
OZONE-DEPLETING CHEMICALS.

(a) RECYCLED HALON.—

(1) IN GENERAL.—Section 4682(d)(1) (relating
to recycling) is amended by inserting ““, or
on any recycled halon imported from any
country which is a signatory to the Montreal
Protocol on Substances that Deplete the
Ozone Layer’ before the period at the end.

(2) CERTIFICATION SYSTEM.—The Secretary
of the Treasury, after consultation with the
Administrator of the Environmental Protec-
tion Agency, shall develop a certification
system to ensure compliance with the recy-
cling requirement for imported halon under
section 4682(d)(1) of the Internal Revenue
Code of 1986, as amended by paragraph (1).

(b) CHEMICALS USED AS PROPELLANTS IN
METERED-DOSE  INHALERS  TAX-EXEMPT.—
Paragraph (4) of section 4682(g) (relating to
phase-in of tax on certain substances) is
amended to read as follows:

““(4) CHEMICALS USED AS PROPELLANTS IN
METERED-DOSE INHALERS.—

“(A) TAX-EXEMPT.—

“(i) IN GENERAL.—No tax shall be imposed
by section 4681 on—

“(1) any use of any substance as a propel-
lant in metered-dose inhalers, or

“(I1) any qualified sale by the manufac-
turer, producer, or importer of any sub-
stance.

“(if) QUALIFIED SALE.—For purposes of
clause (i), the term ‘qualified sale’ means
any sale by the manufacturer, producer, or
importer of any substance—

“(1) for use by the purchaser as a propel-
lant in metered-dose inhalers, or

“(I1) for resale by the purchaser to a 2d
purchaser for such use by the 2d purchaser.
The preceding sentence shall apply only if
the manufacturer, producer, and importer,
and the 1st and 2d purchasers (if any) meet
such registration requirements as may be
prescribed by the Secretary.

‘“(B) OVERPAYMENTS.—If any substance on
which tax was paid under this subchapter is
used by any person as a propellant in me-
tered-dose inhalers, credit or refund without
interest shall be allowed to such person in an
amount equal to the excess of—

‘(i) the tax paid under this subchapter on
such substance, over

‘(i) the tax (if any) which would be im-

posed by section 4681 if such substance were
used for such use by the manufacturer, pro-
ducer, or importer thereof on the date of its
use by such person.
Amounts payable under the preceding sen-
tence with respect to uses during the taxable
year shall be treated as described in section
34(a) for such year unless claim thereof has
been timely filed under this subparagraph.”

(c) EFFECTIVE DATES.—

(1) RECYCLED HALON.—The amendment
made by subsection (a)(1) shall take effect on
January 1, 1997.

(2) METERED-DOSE INHALERS.—The amend-
ment made by subsection (b) shall take ef-
fect on the 7th day after the date of the en-
actment of this Act.

SEC. 1804. TAX-EXEMPT BONDS FOR SALE OF
ALASKA POWER ADMINISTRATION
FACILITY.

Sections 142(f)(3) (as added by section 1605)
and 147(d) of the Internal Revenue Code of
1986 shall not apply in determining whether
any private activity bond issued after the
date of the enactment of this Act and used to
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finance the acquisition of the Snettisham

hydroelectric project from the Alaska Power

Administration is a qualified bond for pur-

poses of such Code.

SEC. 1805. NONRECOGNITION TREATMENT FOR
CERTAIN TRANSFERS BY COMMON
TRUST FUNDS TO REGULATED IN-
VESTMENT COMPANIES.

(a) GENERAL RULE.—Section 584 (relating
to common trust funds) is amended by redes-
ignating subsection (h) as subsection (i) and
by inserting after subsection (g) the follow-
ing new subsection:

““(h) NONRECOGNITION TREATMENT FOR CER-
TAIN TRANSFERS TO REGULATED INVESTMENT
COMPANIES.—

““(1) IN GENERAL.—If—

“(A) a common trust fund transfers sub-
stantially all of its assets to one or more
regulated investment companies in exchange
solely for stock in the company or compa-
nies to which such assets are so transferred,
and

““(B) such stock is distributed by such com-
mon trust fund to participants in such com-
mon trust fund in exchange solely for their
interests in such common trust fund,
no gain or loss shall be recognized by such
common trust fund by reason of such trans-
fer or distribution, and no gain or loss shall
be recognized by any participant in such
common trust fund by reason of such ex-
change.

“(2) BASIS RULES.—

“(A) REGULATED INVESTMENT COMPANY.—
The basis of any asset received by a regu-
lated investment company in a transfer re-
ferred to in paragraph (1)(A) shall be the
same as it would be in the hands of the com-
mon trust fund.

““(B) PARTICIPANTS.—The basis of the stock
which is received in an exchange referred to
in paragraph (1)(B) shall be the same as that
of the property exchanged. If stock in more
than one regulated investment company is
received in such exchange, the basis deter-
mined under the preceding sentence shall be
allocated among the stock in each such com-
pany on the basis of respective fair market
values.

““(3) TREATMENT OF ASSUMPTIONS OF LIABIL-
ITY.—

“(A) IN GENERAL.—INn determining whether
the transfer referred to in paragraph (1)(A) is
in exchange solely for stock in one or more
regulated investment companies, the as-
sumption by any such company of a liability
of the common trust fund, and the fact that
any property transferred by the common
trust fund is subject to a liability, shall be
disregarded.

““(B) SPECIAL RULE WHERE ASSUMED LIABIL-
ITIES EXCEED BASIS.—

“(i) IN GENERAL.—If, in any transfer re-
ferred to in paragraph (1)(A), the assumed li-
abilities exceed the aggregate adjusted bases
(in the hands of the common trust fund) of
the assets transferred to the regulated in-
vestment company or companies—

“(1) notwithstanding paragraph (1), gain
shall be recognized to the common trust fund
on such transfer in an amount equal to such
excess,

“(11) the basis of the assets received by the
regulated investment company or companies
in such transfer shall be increased by the
amount so recognized, and

“(111) any adjustment to the basis of a par-
ticipant’s interest in the common trust fund
as a result of the gain so recognized shall be
treated as occurring immediately before the
exchange referred to in paragraph (1)(B).

If the transfer referred to in paragraph (1)(A)
is to two or more regulated investment com-
panies, the basis increase under subclause
(1) shall be allocated among such companies
on the basis of the respective fair market
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values of the assets received by each of such
companies.

““(i1) ASSUMED LIABILITIES.—For purposes of
clause (i), the term ‘assumed liabilities’
means the aggregate of—

“(1) any liability of the common trust fund
assumed by any regulated investment com-
pany in connection with the transfer referred
to in paragraph (1)(A), and

“(I1) any liability to which property so
transferred is subject.

““(4) COMMON TRUST FUND MUST MEET DIVER-
SIFICATION RULES.—This subsection shall not
apply to any common trust fund which
would not meet the requirements of section
368(a)(2)(F)(ii) if it were a corporation. For
purposes of the preceding sentence, Govern-
ment securities shall not be treated as secu-
rities of an issuer in applying the 25-percent
and 50-percent test and such securities shall
not be excluded for purposes of determining

total assets under clause (iv) of section
368(a)(2)(F).”.
(b) EFFECTIVE DATE.—The amendment

made by subsection (a) shall apply to trans-

fers after December 31, 1995.

SEC. 1806. QUALIFIED STATE TUITION PRO-
GRAMS.

(a) IN GENERAL.—Subchapter F of chapter 1
(relating to exempt organizations) is amend-
ed by adding at the end the following new
part:

“PART VIII—QUALIFIED STATE TUITION

PROGRAMS
““Sec. 529. Qualified State tuition programs.
“SEC. 529. QUALIFIED STATE TUITION PRO-
GRAMS.

“‘(a) GENERAL RULE.—A qualified State tui-
tion program shall be exempt from taxation
under this subtitle. Notwithstanding the pre-
ceding sentence, such program shall be sub-
ject to the taxes imposed by section 511 (re-
lating to imposition of tax on unrelated busi-
ness income of charitable organizations).

““(b) QUALIFIED STATE TUITION PROGRAM.—
For purposes of this section—

“(1) IN GENERAL.—The term ‘qualified
State tuition program’ means a program es-
tablished and maintained by a State or agen-
cy or instrumentality thereof—

“(A) under which a person—

““(i) may purchase tuition credits or certifi-
cates on behalf of a designated beneficiary
which entitle the beneficiary to the waiver
or payment of qualified higher education ex-
penses of the beneficiary, or

“(ii) may make contributions to an ac-
count which is established for the sole pur-
pose of meeting the qualified higher edu-
cation expenses of the designated beneficiary
of the account, and

“(B) which meets the other requirements
of this subsection.

““(2) CASH CONTRIBUTIONS.—A program shall
not be treated as a qualified State tuition
program unless it provides that purchases or
contributions may only be made in cash.

““(3) REFUNDS.—A program shall not be
treated as a qualified State tuition program
unless it imposes a more than de minimis
penalty on any refund of earnings from the
account which are not—

““(A) used for qualified higher education ex-
penses of the designated beneficiary,

“(B) made on account of the death or dis-
ability of the designated beneficiary, or

““(C) made on account of a scholarship re-
ceived by the designated beneficiary to the
extent the amount of the refund does not ex-
ceed the amount of the scholarship used for
qualified higher education expenses.

““(4) SEPARATE ACCOUNTING.—A program
shall not be treated as a qualified State tui-
tion program unless it provides separate ac-
counting for each designated beneficiary.

““(5) NO INVESTMENT DIRECTION.—A program
shall not be treated as a qualified State tui-
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tion program unless it provides that any
contributor to, or designated beneficiary
under, such program may not direct the in-
vestment of any contributions to the pro-
gram (or any earnings thereon).

‘“(6) NO PLEDGING OF INTEREST AS SECU-
RITY.—A program shall not be treated as a
qualified State tuition program if it allows
any interest in the program or any portion
thereof to be used as security for a loan.

‘“(c) TAX TREATMENT OF DESIGNATED BENE-
FICIARIES AND CONTRIBUTORS.—

““(1) IN GENERAL.—EXxcept as otherwise pro-
vided in this subsection, no amount shall be
includible in gross income of—

“(A) a designated beneficiary under a
qualified State tuition program, or

““(B) a contributor to such program on be-
half of a designated beneficiary,
with respect to any contribution to, or earn-
ings under, such program.

““(2) DISTRIBUTIONS.—

“(A) IN GENERAL.—ANy distribution under
a qualified State tuition program shall be in-
cludible in the gross income of the distribu-
tee in the same manner as provided under
section 72 to the extent not excluded from
gross income under any other provision of
this chapter.

“(B) IN-KIND DISTRIBUTIONS.—The furnish-
ing of education to a designated beneficiary
under a qualified State tuition program shall
be treated as a distribution to the bene-
ficiary.

““(C) CHANGE IN BENEFICIARIES.—

‘(i) RoLLOVERS.—Subparagraph (A) shall
not apply to that portion of any distribution
which, within 60 days of such distribution, is
transferred to the credit of another des-
ignated beneficiary under a qualified State
tuition program who is a member of the
same family as the designated beneficiary
with respect to which the distribution was
made.

“(if) CHANGE IN DESIGNATED  BENE-
FICIARIES.—ANy change in the designated
beneficiary of an interest in a qualified State
tuition program shall not be treated as a dis-
tribution for purposes of subparagraph (A) if
the new beneficiary is a member of the same
family as the old beneficiary.

‘“(D) OPERATING RULES.—For purposes of
applying section 72—

‘(i) all qualified State tuition programs of
which an individual is a designated bene-
ficiary shall be treated as one program,

““(ii) all distributions during a taxable year
shall be treated as one distribution, and

““(iii) the value of the contract, income on
the contract, and investment in the contract
shall be computed as of the close of the cal-
endar year in which the taxable year begins.

“(3) GIFT TAX TREATMENT.—ANy contribu-
tion on behalf of a designated beneficiary to
a qualified State tuition program shall be
treated as a qualified transfer for purposes of
section 2503(e).

““(d) REPORTING REQUIREMENTS.—

““(1) IN GENERAL.—If—

““(A) a designated beneficiary is furnished
education under a qualified State tuition
program during any calendar year, or

““(B) there is a distribution to any individ-
ual with respect to an interest in such pro-
gram during any calendar year,
each officer or employee having control of
the qualified State tuition program or their
designee shall make such reports as the Sec-
retary may require regarding such education
or distribution to the Secretary and to the
designated beneficiary or the individual to
whom the distribution was made. Any such
report shall include such information as the
Secretary may prescribe.

“(2) TIMING OF REPORTS.—AnNy report re-
quired by this subsection—

“(A) shall be filed at such time and in such
matter as the Secretary prescribes, and
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“(B) shall be furnished to individuals not
later than January 31 of the calendar year
following the calendar year to which such re-
port relates.

‘““(e) OTHER DEFINITIONS AND SPECIAL
RuULESs.—For purposes of this section—

““(1) DESIGNATED BENEFICIARY.—The term
‘designated beneficiary’ means—

“(A) the individual designated at the com-
mencement of participation in the qualified
State tuition program as the beneficiary of
amounts paid (or to be paid) to the program,

“(B) in the case of a change in bene-
ficiaries described in subsection (c)(2)(C)(ii),
the individual who is the new beneficiary,
and

“(C) in the case of an interest in a qualified
State tuition program purchased by a State
or local government or an organization de-
scribed in section 501(c)(3) and exempt from
taxation under section 501(a) as part of a
scholarship program operated by such gov-
ernment or organization, the individual re-
ceiving such interest as a scholarship.

“(2) MEMBER OF FAMILY.—The term ‘mem-
ber of family’ has the same meaning given
such term as section 2032A(e)(2).

“(83) QUALIFIED HIGHER EDUCATION EX-
PENSES.—The term ‘qualified higher edu-
cation expenses’ means tuition, fees, books,
supplies, and equipment required for the en-
rollment or attendance of a designated bene-
ficiary at an eligible education institution
(as defined in section 135(c)(3)).

““(4) APPLICATION OF SECTION 514.—An inter-
est in a qualified State tuition program shall
not be treated as debt for purposes of section
514.””

(b) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years end-
ing after the date of the enactment of this
Act.

(2) TRANSITION RULE.—If—

(A) a State or agency or instrumentality
thereof maintains, on the date of the enact-
ment of this Act, a program under which per-
sons may purchase tuition credits or certifi-
cates on behalf of, or make contributions for
education expenses of, a designated bene-
ficiary, and

(B) such program meets the requirements
of a qualified State tuition program before
the later of—

(i) the date which is 1 year after such date
of enactment, or

(ii) the first day of the first calendar quar-
ter after the close of the first regular session
of the State legislature that begins after
such date of enactment,
the amendments made by this section shall
apply to contributions (and earnings alloca-
ble thereto) made before the later of such
dates without regard to whether any require-
ments of such amendments are met with re-
spect to such contributions and earnings.
For purposes of subparagraph (B)(ii), if a
State has a 2-year legislative session, each
year of such session shall be deemed to be a
separate regular session of the State legisla-
ture.

TITLE II—PAYMENT OF WAGES
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Employee
Commuting Flexibility Act of 1996”".

SEC. 2. PROPER COMPENSATION FOR USE OF EM-
PLOYER VEHICLES.

Section 4(a) of the Portal-to-Portal Act of
1947 (29 U.S.C. 254(a)) is amended by adding
at the end the following: ‘“For purposes of
this subsection, the use of an employer’s ve-
hicle for travel by an employee and activi-
ties performed by an employee which are in-
cidental to the use of such vehicle for com-
muting shall not be considered part of the
employee’s principal activities if the use of
such vehicle for travel is within the normal
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commuting area for the employer’s business
or establishment and the use of the employ-
er’s vehicle is subject to an agreement on the
part of the employer and the employee or
representative of such employee.”.

SEC. 3. EFFECTIVE DATE.

The amendment made by section 1 shall
take effect on the date of the enactment of
this Act and shall apply in determining the
application of section 4 of the Portal-to-Por-
tal Act of 1947 to an employee in any civil
action brought before such date of enact-
ment but pending on such date.

SEC. 4. MINIMUM WAGE INCREASE.

(a) SHORT TITLE.—This section may be
cited as the ‘““Minimum Wage Increase Act of
1996,

(b) AMENDMENT.—Paragraph (1) of section
6(a) of the Fair Labor Standards Act of 1938
(29 U.S.C. 206(a)) is amended to read as fol-
lows:

““(1) except as otherwise provided in this
section, not less than $4.25 an hour during
the period ending on June 30, 1996, not less
than $4.75 an hour during the year beginning
on July 1, 1996, and not less than $5.15 an
hour after the expiration of such year;”.

SEC. 5. FAIR LABOR STANDARDS ACT AMEND-
MENTS.

(@) COMPUTER PROFESSIONALS.—Section
13(a) of the Fair Labor Standards Act of 1938
(29 U.S.C. 213(a)) is amended by striking the
period at the end of paragraph (16) and in-
serting ‘“; or’” and by adding after that para-
graph the following:

““(17) any employee who is a computer sys-
tems analyst, computer programmer, soft-
ware engineer, or other similarly skilled
worker, whose primary duty is—

“(A) the application of systems analysis
techniques and procedures, including con-
sulting with users, to determine hardware,
software, or system functional specifica-
tions;

““(B) the design, development, documenta-
tion, analysis, creation, testing, or modifica-
tion of computer systems or programs, in-
cluding prototypes, based on and related to
user or system design specifications;

“(C) the design, documentation, testing,
creation, or modification of computer pro-
grams related to machine operating systems;
or

‘(D) a combination of duties described in
subparagraphs (A), (B), and (C) the perform-
ance of which requires the same level of
skills, and
who, in the case of an employee who is com-
pensated on an hourly basis, is compensated
at a rate of not less than $27.63 an hour.”.

(b) TP CREDIT.—The next to last sentence
of section 3(m) of the Fair Labor Standards
Act of 1938 (29 U.S.C. 203(m)) is amended to
read as follows: ““In determining the wage an
employer is required to pay a tipped em-
ployee, the amount paid such employee by
the employee’s employer shall be an amount
equal to—

“(1) the cash wage paid such employee
which for purposes of such determination
shall be not less than the cash wage required
to be paid such an employee on the date of
the enactment of this paragraph; and

“(2) an additional amount on account of
the tips received by such employee which
amount is equal to the difference between
the wage specified in paragraph (1) and the
cash wage in effect under section 6(a)(1).

The additional amount on account of tips
may not exceed the value of the tips actually
received by an employee.”.

(c) OPPORTUNITY WAGE.—Section 6 of the
Fair Labor Standards Act of 1938 (29 U.S.C.
206) is amended by adding at the end the fol-
lowing:

“(9)(2) In lieu of the rate prescribed by sub-
section (a)(1), any employer may pay any
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employee of such employer, during the first
90 consecutive calendar days after such em-
ployee is initially employed by such em-
ployer, a wage which is not less than $4.25 an
hour.

““(2) No employer may take any action to
displace employees (including partial dis-
placements such as reduction in hours,
wages, or employment benefits) for purposes
of hiring individuals at the wage authorized
in paragraph (1).

“(3) Any employer who violates this sub-
section shall be considered to have violated
section 15(a)(3).

““(4) This subsection shall only apply to an
employee who has not attained the age of 20
years.”.

Mr. MOYNIHAN. Mr. President, |
yield to the Senator from Massachu-
setts such time as he may require.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. KENNEDY. Mr. President, |
thank the Senator from New York.

AMENDMENT NO. 4435
(Purpose: To amend the Fair Labor Stand-
ards Act of 1938 to provide for an increase
in the minimum wage rate and to exempt
computer professionals from the minimum
wage and maximum hour requirements,
and to amend the Portal-to-Portal Act of

1947 relating to the payment of wages to

employees who use employer-owned vehi-

cles)

Mr. KENNEDY. Mr. President, | un-
derstand there is a consent agreement
which has been announced by the ma-
jority leader. | believe it is appropriate
at this time to ask for the consider-
ation of my amendment that is cur-
rently held at the desk, and | believe
the process in terms of the consider-
ation of that amendment has been
worked out by the majority and minor-
ity leaders.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Massachusetts [Mr. KEN-
NEDY] proposes an amendment numbered
4435.

Mr. KENNEDY. Mr. President, | ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Strike Title Il and replace with the follow-
ing:

The

Title Il—Labor Provisions
SECTION 1. INCREASE IN THE MINIMUM WAGE
RATE.

(a) IN GENERAL.—Section 6(a)(1) of the Fair
Labor Standards Act of 1938 (29 U.S.C.
206(a)(1)) is amended to read as follows:

““(1) except as otherwise provided in this
section, not less than $4.25 an hour during
the period ending July 4, 1996, not less than
$4.70 an hour during the year beginning July
5, 1996, and not less than $5.15 an hour after
July 4, 1997;".

(b) EMPLOYEES WHO ARE YOUTHS.—Section
6(a) of the Fair Labor Standards Act of 1938
(29 U.S.C. 206(a)) is amended—

(1) in paragraph (4), by striking “‘; or’
inserting a semicolon;

(2) in paragraph (5), by striking the period
at the end thereof and inserting *‘; or”’; and

(3) by adding at the end thereof the follow-
ing new paragraph:

““(6) if the employee—

and
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“(A) is not a migrant agricultural worker
or a seasonal agricultural worker (as defined
in paragraphs (8) and (10) of section 3 of the
Migrant and Seasonal Agricultural Worker
Protection Act (29 U.S.C. 1802 (8) and (10))
without regard to subparagraph (B) of such
paragraphs and is not a nonimmigrant de-
scribed in section 101(a)(15)(H)(ii)(a) of the
Immigration and Nationality Act (8 U.S.C.
1101(a)(15)(H)(ii)(a)); and

“(B) has not attained the age of 20 years,
not less than $4.25 an hour during the first 30
days in which the employee is employed by
the employer, and, thereafter, not less than
the applicable wage rate described in para-
graph (1).”.

(c) EMPLOYEES IN PUERTO RICO.—Section
6(c) of the Fair Labor Standards Act of 1938
(29 U.S.C. 206(c)) is amended to read as fol-
lows:

“(c) The rate or rates provided by sub-
section (a)(1) shall be applicable in the case
of any employee in Puerto Rico except an
employee described in subsection (a)(2).”".
SEC. 2. EXEMPTION OF COMPUTER PROFES-

SIONALS FROM CERTAIN WAGE RE-
QUIREMENTS.

Section 13(a) of the Fair Labor Standards
Act of 1938 (29 U.S.C. 213(a)) is amended—

(1) by striking the period at the end of
paragraph (16) and inserting ‘‘; or’’; and

(2) by adding at the end thereof the follow-
ing new paragraph:

“(17) any employee who is a computer sys-
tems analyst, computer programer, software
engineer, or other similarly skilled worker,
whose primary duty is—

“(A) the application of systems analysis
techniques and procedures, including con-
sulting with users, to determine hardware,
software, or system functional specifica-
tions;

“(B) the design, development, documenta-
tion, analysis, creation, testing, or modifica-
tion of computer systems or programs, in-
cluding prototypes, based on and related to
user or system design specifications;

“(C) the design, documentation, testing,
creation, or modification of computer pro-
grams related to machine operating systems;
or

‘(D) a combination of duties described in
subparagraph (A), (B), and (C) the perform-
ance of which requires the same level of
skills, and
who, in the case of an employee who is com-
pensated on an hourly basis, is compensated
at a rate of not less than $27.63 an hour.””.
SEC. 3. USE OF AN EMPLOYER-OWNED VEHICLE.

(a) IN GENERAL.—Section 4 of the Portal-
to-Portal Act of 1947 (29 U.S.C. 254) is amend-
ed by inserting at the end of the following:

““(e) For purposes of subsection (a), the use
by an employee of an employer-owned vehi-
cle to initially travel to the actual place of
performance of the principal activity which
such employee is employed to perform at the
start of the workday and to ultimately trav-
el to the home of the employee from the ac-
tual place of performance of the principal ac-
tivity which such employee is employed to
perform at the end of the workday shall not
be considered an activity for which the em-
ployer is required to pay the minimum wage
or overtime compensation if—

“(1) such employee has chosen to drive
such vehicle pursuant to a knowing and vol-
untary agreement between such employer
and such employee or the representative of
such employee and such agreement is not a
condition of employment;

““(2) such employee incurs no costs for driv-
ing, parking, or otherwise maintaining the
vehicle of such employer;

““(3) the worksites to which such employee
is commuting to or from are within the nor-
mal commuting area of the establishment of
such employer; and
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““(4) such vehicle is of a type that does not
impose substantially greater difficulties to
drive than the type of vehicle that is nor-
mally used by individuals for commuting.”.

“(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of enactment of this Act and shall
apply in determining the application of sec-
tion 4 of the Portal-to-Portal Act of 1947 (29
U.S.C. 254) to an employee in any civil action
brought before such date of enactment but
pending on such date.

Mr. KENNEDY. Mr. President, at the
appropriate place in the RECORD, | will
introduce the statement that does a
line-by-line analysis of that so that the
Members will have that information
before them.

Mr. President, | want to just take a
moment of the Senate’s time to re-
spond to a letter that was written by
my friend, the majority leader, Senator
LoTT, to President Clinton differing
with the President on his position with
regard to the minimum wage. This let-
ter was made available this afternoon
and distributed to the members of the
press and to the interested Members. |
want to take just a moment of time to
make some rather brief comments
about the letter because | am some-
what amazed at the letter and its con-
clusion.

I will include the whole letter in the
RECORD.

Mr. President, in paragraph 1 Sen-
ator LOTT points out:

It is, of course, dismaying that you regard
a measure to protect small businesses from
the job killing consequences of the minimum
wage as a poison pill.

What we have tried to do in the
course of the earlier debate is to point
out what the impact would be of the in-
crease in the minimum wage which the
President, Senator DASCHLE, myself,
and others support.

In the earlier part of the day we put
in the RECORD the Salomon Bros. esti-
mate. | just quote their first para-
graph.

We believe that many retailers, especially
discounters, would benefit from an increase
in the minimum wage due to the enhanced
purchasing power you create for many low-
Income consumers.

Their basic point is that it would en-
hance the economy.

The article | included in there from
Business Week, the minimum wage ar-
gument you have not heard before:

As long as it’s not overdone, lifting the
minimum wage may create overall economic
gains that outweigh any short-term job
losses.

That is an excellent article in Busi-
ness Week.

I also included the excellent Wharton
School analysis that was done earlier
in this year with regard to job loss.
Their estimate is that the total job
loss may be as little as 20,000 jobs na-
tionwide—effectively de minimis when
we see the growth of 10 million jobs
over the period of the last 4 years.
They have also pointed out that under
the current proposal the inflation rise
would be one-tenth of 1 percent. While
in 1996 and 1997 over the longer term
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the impact would be nil, virtually no
inflation. One-tenth of 1 percent would
mean that what you pay $1,000 for you
pay $1,001 for. So that is the economic
impact on this.

I also referred to the Center on Budg-
et and Policy Priorities, their whole
statement which | have included in the
RECORD, three Nobel laureates, some of
the most distinguished economists in
the country. Specifically, the proposed
income in the minimum wage over a 2-
year period falls within the range of al-
ternatives from the overall effects in
the labor market, and the effect on
workers and the economy would be
positive.

So | just hope those who are opposed
to the position of Senator DASCHLE,
myself, and others who support the
minimum wage, would come out here
and justify their position as being the
job killing consequences.

Then they talk about election-year
politics and the administration poli-
cies. All we say is we have been trying
to get this up for over a year and a
half. It was not the Democrats who
have made this a measure that is up in
July prior to the November election.
We have been trying to get this up for
over a year and a half.

The second paragraph goes on to talk
about ““Your chief counsel for advocacy
on Small Business Administration sup-
ports the exemption applying to small
businesses grossing under $500,000 a
year, precisely what Senator BOND’s
amendment would provide.”’

That is a completely inaccurate
statement. Our program continues the
existing exemption on those under
$500,000 with the exception of those
that are involved in interstate com-
merce. That is what the President’s po-
sition is. We want to keep that provi-
sion. So Senator BOND’s amendment
would dramatically change that. That
is not a fair reflection of what the
Small Business Administration Admin-
istrator has suggested, or Secretary
Reich has suggested.

Then the next paragraph: “‘Similarly,
you claim such exemption would in-
clude two-thirds of all firms in the U.S.
as if they employ two-thirds of all
workers.”’

Of course, there is no such claim in
the President’s letter. So | do not know
what they are referring to.

Senator BOND advises me that the
labor statistics data show that only 3
percent of all workers are paid the
minimum wage, and that only 8 per-
cent of our Nation’s work force are em-
ployed by businesses grossing less than
$500,000. That is exactly what we said.
If you take 8 percent of $126 million,
you come out with $8.6 million.

The Bureau of Labor Statistics has
talked between 9.7 and 10, which would
include not only the hourly but the sal-
aried workers. There is some spillover,
some relationship. But if they want to
settle for 8.6 million on that, | am glad
to accept those figures at 9 million, re-
ferring to that particular provision of
the program. That represents about 2
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million children that will be affected,
whose parent is the principal supplier
for resources of that family.

As we mentioned earlier in the de-
bate, this is an issue about children. It
is an issue about women. It is an issue
about fairness. It is an issue about the
economy certainly. But when we talk
about hundreds of thousands of chil-
dren, | find it unpersuasive to state
that number to be a relatively small
share of the economy. Those 8, 10, or 12
million American children whose lives
are going to be affected, the 300,000 who
will come out of poverty, the children
from over 100,000 families. | think it
means something to those families. |
would take issue with this attitude.

Finally, it continues:

What Senator Bond has done is to propose
a way to keep the current floor of the mini-
mum wage for everybody.

Of course, that is not what it has
done. It has what they call a 180-day
opportunity wage. As | mentioned ear-
lier in this discussion, this will be
about 40 percent of all minimum wage
workers who move or get another mini-
mum wage job over the course of the
year. And this, of course, will be an in-
vitation to those employers to get rid
of their workers after 6 months so they
can get somebody else in there for the
next 6 months. They will only have to
pay them $4.25 and not the livable wage
of $5.15.

So if you take the carveout on the
opportunity wage, you take the
carveout in the Bond amendment for
small business, and you also take the
carveout on the restaurant workers, It
does not keep the current floor for ev-
eryone. The tip-credit provision will
prevent the minimum wage increase
for tip-employees at restaurants so
they are only required to pay $2.13 an
hour—that is a special provision for
the restaurants even though the profits
of that business have gone up over the
period of the last 3 or 4 years.

So it finally ends up:

To veto the legislation over a measure so
modest will be difficult to explain to the
American people and the millions of small
businessmen and women. | urge you to re-
consider.

My only point, Mr. President, is that
we hope our Republican friends would
have the similar attitude of Dwight Ei-
senhower, Richard Nixon, and George
Bush, all who supported an increase in
the minimum wage and the overwhelm-
ing majority of Republicans, including
Bob Dole in 1989 and Speaker Gingrich,
that supported the increase in the min-
imum wage when our economy was not
nearly as robust and secure.

This again comes down to an issue of
equity and fairness. It comes down to
whether we are going to honor work.
Are we going to say to men and women
who work hard, play by the rules, work
40 hours a week, 52 weeks of the year,
they deserve a livable wage. Repub-
licans and Democrats over the length
and the history of this program have
supported that position.

I find it extraordinary once again
that the same forces, the same voices,
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the same old, tired arguments that
were used against Social Security, used
against the Medicare Program, have
been used against the minimum wage.
We are hearing those same tired, old
arguments again.

I hope that tomorrow, when the Sen-
ate has an opportunity to act on it, we
will say to American working families
that we honor work. We must say that
this is one of the best ways to get wel-
fare reform. We must say to those
working families who are trying to pro-
vide for themselves and for their chil-
dren that we believe in them and that
the members of the Senate will support
a livable minimum wage increase.

I again thank my colleague and
friend from New York for the oppor-
tunity to make these observations.

Mr. MOYNIHAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mr. MOYNIHAN. Could | just say
that the present reports on the unem-
ployment rate at 5.3 percent and the
increasing reports of labor shortages
around the country mean if ever there
was a moment in which to make this
appropriate adjustment, maintaining
the value of the minimum wage, this is
the moment. And the Senator from
Massachusetts could not be more con-
gratulated, in my view, for the energy
with which he has pressed it. Let us
hope tomorrow we pass it.

Mr. KENNEDY. | thank the Senator.

Mrs. KASSEBAUM addressed the
Chair.
The PRESIDING OFFICER (Mr.

COVERDELL). The Senator from Kansas.

Mrs. KASSEBAUM. Mr. President, if
I may just respond to the minimum
wage debate without addressing any of
the particular amendments. | certainly
hope the argument I make will not be
viewed as just another tired, old argu-
ment, because | believe it is not a ques-
tion of whether we raise the minimum
wage—I think most in this Chamber
would believe the minimum wage
should be increased—but how it is
done.

I have felt for some time that we
need to be very sensitive to the
changes that are taking place in the
labor markets, including the need for
higher skills. These are things that we
hopefully have addressed with the job
training initiatives that we have con-
sidered in the Senate, and have now
been in conference for some months.
Those initiatives are the things that
will help workers get good-paying jobs.

We have also talked about welfare re-
form, and the senior Senator from New
York knows this issue better than any-
one. We need—I believe, if we are going
to do welfare reform in a meaningful
way—to have job opportunities where
workers can enter at entry level posi-
tions and be able to have the training
and the skills to rise in the labor mar-
ket.

I would not want to make the argu-
ment that a family can live on $4.25 per
hour, which is the current minimum
wage, or at $5.15 per hour, which it
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would be after the next 2 years. But,
that is not really the point. The point
is, we need to see that young people
and those reentering the labor market
are able to have the opportunity to de-
velop the discipline and the skills that
they need in a changing workplace
with the demands of a high technology
environment.

So we need to think carefully as we
debate about this increase, which in
some ways may not seem large. Many
States, including, | believe, New York
State, have a State minimum wage
higher than the $5.15 we are talking
about as the Federal minimum wage.
New York may need a higher wage to
attract workers into the workplace
than, say, Kansas. We have very dif-
ferent needs in our urban areas versus
our rural areas.

That is why | would argue we really
should not increase the Federal mini-
mum wage but allow for this diversity
among the States to take place. The
Federal minimum wage should, per-
haps, be a target, allowing States to
set the wage level that they believe is
important to attract a work force that
will benefit their State and their busi-
nesses as well as those entering the
work force.

I want to be clear. I have not sup-
ported this increase in the minimum
wage. | oppose it because | think it is
the wrong time for us to potentially
shut off job opportunities for those we
are suggesting move off welfare rolls. If
we pass Federal legislation—and many
States have already passed significant
welfare reform—individuals will need
entry level jobs in which they can
begin to progress back up the ladder in
the work force.

I think increasing the minimum
wage will raise the lowest rung on the
economic ladder and thus potentially
leave behind those just trying to gain a
foothold either for their first job or
going back in and retraining for an-
other type of job. Although well-in-
tended, this increase—I believe—will
cause a loss of entry level jobs and will
limit job opportunities for low-skilled
workers. This, | would suggest, will not
help raise living standards for the poor,
and that is really what we wish to see
happen.

That is why | feel so strongly about
the need to have some really very inno-
vative, thought-through, carefully de-
signed job training initiatives. We also
have to give a greater emphasis in our
educational system, which is really the
foundation, to being able to enter a
work force with a good-paying job that
can support a family as we move into a
new age of technology that we are fac-
ing—a revolution really of technology
today and into the next century.

Let me just give you an example.
Last December, the Senate labor com-
mittee held a hearing on the minimum
wage. We heard from a small res-
taurant chain owner named Kenneth
James who took his first job in high
school in the restaurant business and
now runs a restaurant chain that em-
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ployees 160 people. He testified that he

will have fewer workers in his res-
taurants if we increase the minimum
wage.

Due to competition, he and other res-
taurant employers cannot raise prices
and pass the costs along to consumers.
The big loser, as | said earlier, will be
those low-skilled workers who are
never hired for their first job. They are
the ones | think we need to be con-
cerned about.

Mr. James estimated that each of his
restaurants would have three fewer
workers if we raise the minimum wage
as proposed. That argument can be re-
futed. How do we really know? But I
think we have already seen many
changes that have occurred. For exam-
ple, when one pumps her own gas or
when one takes care of his own tray at
fast food restaurants. All of these
things have entered into ways we see
businesses changing.

| do not know what the answer is, but
I am concerned we are doing this now
at a time when we are putting more
and more people, because of welfare re-
form initiatives, out into the market-
place without the necessary skills.
Skills that will allow them to have the
good-paying jobs that should be had
without the training for work that
they have not had. They will need
entry-level wages. They will need
those, whether they are first-time job-
seekers or whether they have not been
working for a number of years and need
to get back into the work force.

If we want to develop the highly
skilled work force and employ more
young men and women and move peo-
ple off the welfare rolls, we need to
open more doors so individuals can get
the basic skills that will enable them
to climb the job ladder. Raising the
minimum wage will only, | think, shut
the door on those trying to get started.

The Congressional Budget Office re-
viewed this proposed increase and
reached a similar conclusion. CBO esti-
mates that raising the minimum wage
will result in the loss of potentially
100,000 to 500,000 jobs. According to
CBO:

Another consequence might be that em-
ployers respond to the mandate by reducing
employment opportunities for the least
skilled job seekers and the ones who could
most benefit from the work experience. To
the extent that low-skilled workers are shut
out of employment opportunities, their total
incomes might fall, even though their hourly
wage rates while working increased.

CBO concludes that this minimum
wage increase will be an unfunded man-
date on State and local governments,
as well as the private sector. It esti-
mates the cost to the private sector
will be more than $12 billion over the
next 5 years.

Someone has to pay this cost, and |
fear that the most vulnerable will pay
the price in lost jobs. That, | suggest,
is something we should consider care-
fully as we debate the question, not of
whether the minimum wage should be
increased, but how.

| yield the floor.
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The PRESIDING OFFICER. Who
yields time? The Chair recognizes the
Senator from New York.

Mr. MOYNIHAN. Mr. President, there
are 2 hours reserved for debate on the
minimum wage aspect of this bill, is
that not the case?

The PRESIDING OFFICER. The
Chair advises the Senator from New
York that there is 1 hour on the Ken-
nedy amendment, equally divided, and
1 hour on the bill, equally divided.

Mr. MOYNIHAN. May 1 ask the
Chair, we have only 2 hours of debate
on this entire matter?

The PRESIDING OFFICER. That
would be correct.

Mr. MOYNIHAN. That is divided on
each side.

The PRESIDING OFFICER. Equally
to each side.

Mr. MOYNIHAN. | ask the distin-
guished Senator from Maryland how
much time he might wish to speak.

Mr. SARBANES. | see the Senator
from North Dakota on the floor as
well. Ten minutes?

Mr. MOYNIHAN. | will be happy to
yield 10 minutes to the Senator from
Maryland. | see the distinguished chair
of the committee has risen.

Mrs. KASSEBAUM. Mr. President, |
want to suggest the time | took should
come out of the time allotted to our
side in opposition, of course.

Mr. MOYNIHAN. How generous and
characteristic. Opposition to the
amendment.

Mrs. KASSEBAUM. |
will be the case.

Mr. MOYNIHAN. The Senator will
support the bill itself that Senator
RoTH and | are bringing forward for
this purpose.

Mrs. KASSEBAUM. Mr. President, |
thank the Chair.

assume that

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Maryland.

Mr. SARBANES. Mr. President, | rise
in support of the Kennedy amendment
and, of course, in very strong support
of the effort to raise the minimum
wage. Historically, Congress has acted
to guarantee minimum standards of de-
cency for working Americans. The ob-
ject of a Federal minimum wage is to
make work pay well enough to keep
families out of poverty and off of Gov-
ernment assistance. It is really an ef-
fort to ensure that any individual who
works hard and plays by the rules
should be assured of a standard of liv-
ing for his or her family that is above
the poverty line.

It is very important to understand
that this effort to provide a floor has
marked our national policy now for al-
most six decades. | know many people
think it is an imposition upon employ-
ers, but we had some interesting testi-
mony this morning at a news con-
ference from some small business peo-
ple who came and testified in favor of
the minimum wage. As one of the la-
dies who was there pointed out, they
are caught by what their competitors
do. Many of them would like to raise
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the wages of their workers of their own
accord, but they have difficulty in
doing this if their competitors do not
do likewise. So they welcome a raise in
the minimum wage because it, in ef-
fect, levels the playing field and en-
sures that the employer who is not
concerned about providing a living
wage for his employee will not dictate
the standard of the industry.

The minimum wage does not lift peo-
ple very far, but it does lift them far
enough so that there is the hope they
will be able to work themselves out of
poverty and stay off of dependency. It
has been a national commitment now,
as | said, for almost six decades.

I think it is long past time to raise
the minimum wage again. The mini-
mum wage was last raised in 1989, if |
am not mistaken. The minimum wage
increase being proposed now is equiva-
lent to what people got in 1989. In other
words, the 1989 increase has, in effect,
been used up by the rise in prices over
the intervening 7 years. So you, in ef-
fect, are no better off at the minimum
wage today than you were in 1989, when
it was raised.

In fact, the current level for the min-
imum wage in real terms—in other
words, in purchasing power—is the low-
est it has been in 40 years. Of course,
this is at the very time, we are reading
newspapers, magazines, and story after
story about the incredible compensa-
tion the chief executives are receiving.
Yet here we are, now, arguing about
basic fairness and equity for the lowest
paid workers, those at the very bottom
of the pay scale.

No one asserts that raising the mini-
mum wage will correct everything, but
it certainly will make an important
difference to those who are on the low
end of the income scale. It is argued, of
course, that raising the minimum wage
is going to cost jobs. Actually, there
are studies that go both ways on this.
Recently, there have been some very
reputable studies that have found no
evidence that the increase in wages re-
sults in reduced employment opportu-
nities. One study in particular ana-
lyzed wage increases that were made in
New Jersey and reached that conclu-
sion.

Others have found that during the
late 1980’s, moderate legislative in-
creases did not reduce employment and
were, if anything, associated with high-
er unemployment in some locales.

Robert Solo, a distinguished Nobel
laureate, distinguished professor of ec-
onomics at MIT, was quoted in the New
York Times as saying:

The main thing about minimum wage re-
search is that the evidence of job loss is
weak and the fact that evidence is weak sug-
gests that the impact on jobs is small.

So | want to try to lay to one side
this constant assertion that if you
raise the minimum wage, you are going
to cost a lot of people jobs.

The counter to that, in addition to
not costing them a lot of jobs, is that
you will significantly improve the liv-
ing standards of people receiving the
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minimum wage. Of course, as | have in-
dicated, this is a two-step increase that
is proposed in the KENNEDY amend-
ment, a 45-cent increase from $4.25 to
$4.70 now and another 45-cent increase
from $4.70 to $5.15 in the middle of next
year. So you would have a two-step
process to take the minimum wage
from $4.25 an hour to $5.15 an hour.

Mr. President, 1 do not think we need
a long argument about the equity and
fairness of doing this. The statistics
are very clear on that point. We know
that people have been, in effect, slip-
ping backward as a consequence of not
raising the minimum wage now for 7
years, going on 8 years, this is the situ-
ation we are now confronting.

But the real difficulty occurs in the
amendment that is going to be offered
by my colleagues on the other side, the
Republican amendment, which they
portray as their having a commitment
to raising the minimum wage, but they
just want to make some fine-tuning of
it. Let us take a look at the fine-tun-
ing, because it really is a shell game
and the consequences of it would be
very detrimental.

First of all, they propose an exemp-
tion for employees who are on the job
in the first 6 months. In other words,
the first 180 days, you would get a sub-
minimum wage. That is for workers of
all ages.

Previously, we have had a lesser
wage for a very limited period of time
for young workers; very limited, both
in time and to the age group to which
it applies, a so-called training wage.
Unfortunately, a lot of training never
took place, but, in any event, that was
the theory of it.

Now we are confronted with an ex-
emption that would deny a minimum
wage increase to all workers—all work-
ers—regardless of age or experience for
the first 6 months of their employment
with any employer. In effect, you could
begin to create a permanent class of
subminimum wage workers. In fact, at
the lower wages, workers are often
changing jobs. They would be recir-
culated during this 180-day exemption.
They would be kept at $4.25. This is a
very bad concept, and it opens up an
incredible loophole that could be ex-
ploited in the law to violate the very
spirit of raising the minimum wage.

The other proposal, as | understand
it, in the Republican amendment which
will be offered by my colleagues on the
other side of the aisle, is to deny a
minimum wage increase to employees
in any company with less than $500,000
in annual revenues. So anyone who
works in a company that has less than
$500,000 in annual revenues—that is
$10,000 a week in annual revenues, and
we are talking now about a number of
small businesses, well over 10 million
employees—would be excluded alto-
gether. They would just be exempted.
Now, that means that many employees
now covered by the minimum wage
provisions—in other words, who receive
the benefit of current law that requires

they be paid the minimum wage—would
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then be placed outside of the param-
eters with respect to any increases in
the minimum wage.

So, in effect, while asserting that
they are extending the minimum wage
on the one hand, they are taking it
away on the other with respect to em-
ployees now covered in businesses that
have revenues of less than $500,000 a
year, and there are a significant num-
ber of such employees—in the millions,
in the millions.

So, for the first time since the mini-
mum wage was instituted in the 1930’s,
we are actually reducing coverage in a
significant and substantial manner.
That is why so many of us are assert-
ing that what we really ought to do is
have a clean minimum wage bill, and
that is what the President has indi-
cated he very much wants. We have
done that in the past in Republican and
Democratic administrations.

The PRESIDING OFFICER. The
Chair advises the Senator from Mary-
land that he has utilized his 10 min-
utes.

Mr. MOYNIHAN. | will be happy to
yield another 5 minutes.

Mr. SARBANES. | appreciate it.

So in the past, in both Democratic
and Republican administrations, we
have increased the minimum wage. We
usually have argued about how much
to increase it and when to make it ef-
fective, and that usually has been the
limit of the debate.

Now we are confronted with a situa-
tion in which there is an effort to in-
crease it, which, by every survey, com-
mands overwhelming support amongst
the American people, and then we are
confronted with, as it were, the subter-
fuges which will erode the meaning of
the extension in the minimum wage.

The provision that I made reference
to of a 180-day period at the old wage
for everyone, regardless of age, and for
the exclusion from coverage of this in-
crease in the minimum wage of any
business with revenues of under $500,000
a year, many of the workers of such
businesses are today covered under the
minimum wage law. But by the provi-
sions of the amendment to be offered
by my Republican colleagues, they
would then be excluded.

It ought not to be necessary to go
through the really heart-rending sto-
ries of people trying to make it on a
minimum wage in order to see the de-
cency of enacting this modest increase.

Forty percent of those at minimum
wage salaries are single parents trying
to support their children. At a mini-
mum wage today they have a year-
round income of $8,500. This places
them well below the poverty level. This
effort here, of course, to raise the mini-
mum wage and bring additional income
to these families would help them to
meet their bills and in effect to begin
to see some light at the end of the tun-
nel.

I know this measure is opposed by
some of the small business associa-
tions, although | am interested to note
that a number of small businesses are
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in support of this proposition. As | in-
dicated, at a press conference earlier
today, there was testimony by a num-
ber of owners of small businesses in
support of this measure.

The decrease in the value of the min-
imum wage has served to widen the
gulf between the wealthiest and the
poorest in our society. In fact, as | in-
dicated earlier, the real value of the
minimum wage has deteriorated mark-
edly. It will be at its lowest real value
in the last 40 years if Congress fails to
take action.

In the late 1950’s, in fact, the real
value of the minimum wage was more
than $5 an hour by today’s standards.
In the mid-1960’s it peaked at $6.28. If
you were making the minimum wage in
the mid-1960’s, to have that purchasing
power today, you would have to have a
minimum wage of $6.28 an hour.

So it is not as though we are asking
for some extraordinary thing here. It is
not as though the increases that are
being sought are out of some long-term
trend. If anything, they are exceed-
ingly modest. In the late 1950’s, the
minimum wage available then in pur-
chasing power was better than $5 an
hour at today’s purchasing power lev-
els. By the mid-1960’s it was $6.28 an
hour.

Congress has failed to respond to the
erosion of the value of the minimum
wage over time. We now confront the
situation where $4.25 an hour in pur-
chasing power is the least it has been
in 40 years.

More than 70 percent of all minimum
wage earners are 20 or above. The vast
majority, about 60 percent, are women,
many of them single heads of house-
holds. The time has come and gone for
an increase in this minimum wage. It
was last modestly raised in the Bush
administration. |1 think obviously we
need to raise it again.

We need especially not to support
this effort by my Republican col-
leagues in their amendment to carve
out exemptions that, in effect, will
render much of this meaningless. |
mentioned two things: the exclusion of
employees of businesses earning below
$500,000 a year, which takes any in-
creases in minimum wage protection
away from workers now covered; a sub-
stantial number of workers. | also men-
tioned, of course, the fact that there is
a subminimum wage for 180 days, for 6
months. Then, if that worker moves,
because often those jobs come and go,
they move into another low-wage job
and get another 180 days at a submini-
mum wage.

The third thing, which was not men-
tioned earlier in my references, is the
effective date for the application of the
minimum wage. The proposal of my
Republican colleagues is to delay it
until the beginning of next year, delay
it for 6 months, in effect. This would
obviously cost a minimum wage em-
ployee about $875 in the course of that
period of time, just deny that increase.
| defy anyone to make the case that
someone should be able to support a
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family on $8,500 a year, which is what
the current minimum wage works out
to, $8,500 a year.

So, Mr. President, | very much hope
when the Senate comes to the vote,
that the Republican amendment will be
rejected, that we will support the prop-
osition put forward by the Senator
from Massachusetts and the Senate
will finally approve an increase in the
minimum wage, which is so important
for literally millions of workers and
their families across our country. |
thank the distinguished ranking mem-
ber for yielding to me.

Mr. MOYNIHAN. | thank my friend
from Maryland.

Mr. President, the distinguished Sen-
ator from North Dakota would like to
speak at this point. Could | ask how
much time he might require?

Mr. DORGAN. Mr. President, 7 min-
utes, 8 minutes.

Mr. MOYNIHAN. Fine. Could | ask it
be charged against the amendment of
the Senator from Massachusetts as we
are running out of time?

The PRESIDING OFFICER. The
Chair recognizes the Senator from
North Dakota.

Mr. DORGAN. | very much appre-
ciate the courtesy of the Senator from
New York.

Mr. President, | thought I would read
a couple of paragraphs from a letter to
demonstrate that this debate is not
about theory, although we debate a lot
of theory here on the floor of the Sen-
ate. This debate is about the financial
circumstances of a lot of families in
our country. This letter comes from a
woman in North Dakota who describes
the debate pretty well.

She said,

Today it takes every dime we make to
make ends meet, and that is only if we
stretch it to the breaking point. We don’t
have any credit cards. We drive 10- to 15-
year-old vehicles, so my husband has recy-
cled. We shop only in thrift stores and at ga-
rage sales, and we do a lot of praying. We’re
better off, | know than a lot of other people
who, for instance, have to live on the street.
But how far are we from that? We are in the
forgotten group of people called the working
poor, the people that fall through the cracks
of government. | beg you shamelessly, for
the sake of my children, to please help us
find a glimmer of hope to help us dig our way
out of this hopelessly grim situation.

This from a mother of three children,
struggling at the bottom rung of the
economic ladder, who is trying to make
ends meet and finding it very, very dif-
ficult.

Recently there was a story in the
Washington Post with a headline that
said that CEOQO’s salaries were up 23 per-
cent last year. The chief executive offi-
cers of the major corporations in
America received a 23-percent increase
in their compensation in 1 year.

This woman, and others like her, who
are struggling to raise a family at the
minimum wage and trying to make
ends meet, who are working and not on
welfare, did not receive a 23-percent in-
crease last year. They did not receive a
1-percent raise last year, not a l-per-
cent raise the year before. It has been
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7 years since an adjustment in the min-
imum wage was made. In late 1989,
Congress adjusted the minimum wage.
That’s one adjustment in 17 years.

Again, this debate is not about the-
ory for a family who is trying to raise
children. This person whose letter |
read got pregnant in high school, made
some mistakes, never got employment
skills. Her husband never got job skills.
So they entered the job market rel-
atively unskilled, and have always
been somewhere at the bottom of the
economic ladder.

It is almost as if we have two econo-
mies in our country; one doing very,
very well, with 23 percent raises and
the stock market at a record high.
Then we see others at the bottom rung
of the economic ladder just struggling
day after day after day to try to keep
up and to make ends meet.

The Senator from New York, Senator
MOYNIHAN, has spent a good deal of his
life talking about the issue of reform-
ing our welfare system. There is no one
whose opinion | respect more than the
Senator from New York on these sub-
jects. He would know, especially of all
the Members of the Senate, that the
vote that we will take in the Senate is
a vote that evaluates the question, Do
we value work over welfare?

The Senator from New York has
made a career of trying to figure at
how we can fix this welfare system and
make it work, so you move people from
welfare rolls to payrolls. Most people
on welfare | know do not want to be on
welfare. They much prefer to have the
skills needed to get a good job and take
care of their families.

We must talk about the question of
welfare reform and enact legislation
that does the right things to try to ad-
dress the welfare problem in this coun-
try, and does it, as the Senator from
New York says, without abandoning
our children. Two-thirds of the welfare
expenditures in this country are for
kids under 16 years of age. Would we
have people tell us those folks ought to
go out and get a job—10- and 12-year-
old kids? Most people would say, ‘“Let’s
help those children.”

Others on welfare are stuck in the
cycle. To the extent we want them to
move from a welfare roll to a payroll,
we want them to get a job, then we
have to value work over welfare. One
way we can do that in this Congress is
to decide that we will not keep people
stuck at the bottom rung of the eco-
nomic ladder without even a l-percent
increase in the minimum wage in 7
years. We will finally make some ap-
propriate and modest adjustments.

This is truly a vote, it seems to me,
that does determine, do we value work
over welfare? You cannot talk about
this and then try to undercut the
earned income tax credit and try to ig-
nore the issue of the minimum wage
and the problems people have at the
bottom of the economic ladder.

I was in a pizza parlor in North Da-
kota. A fellow that ran the pizza parlor
said to me that he supported an in-
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crease in the minimum wage. | thought
to myself, this is very unusual, this is
a very small pizza parlor. He said, “The
fact is, the folks that come in and buy
pizza, | want them to do well, and I
have a lot of folks who do not make a
lot of money. | figure if we have an in-
crease or an adjustment in the mini-
mum wage in an appropriate way, | fig-
ure it will help me, as well.”’

I went to a small dressshop while I
was touring Main Street of one of our
towns in North Dakota, stopping and
visiting with some people. The man-
ager of the dressshop and | were chat-
ting about the minimum wage and she
said, “‘l don’t own the shop, | manage
the shop, but our owner has three shops
like this, and our owner says he thinks
it is probably a pretty decent thing be-
cause the kind of people who shop in
our stores will probably do a little
more shopping in our stores if they get
an adjustment in minimum wage. Our
owner says it is probably something
that is overdue.”

I thought to myself, this is kind of
interesting. You find businesses as dis-
parate as a pizza parlor and a small
dressshop in a small town where they
say that a minimum wage adjustment
makes sense. | suppose that this is re-
flected in the polls that show that 80 to
85 percent of the American people
think it makes sense to have an adjust-
ment in the minimum wage.

I am not unmindful of the burdens
that small business owners face in our
country. To the extent that we can, we
always ought to be concerned about
the small business owners who risk
their money and their assets in order
to try to make a living. Many of them
work long hours without great com-
pensation. Many of them are very lev-
elheaded people. Most of them are
thoughtful, good people, who also un-
derstand there is a reason we have a
minimum wage in our country.

If you believe there ought to be a
minimum wage, the only question be-
fore us is, How often should we adjust
it? Once every 7 years, or once every 70
years? That is the question.

There are some Members of the Sen-
ate, | assume, who believe there ought
not be a minimum wage. There is a
Member of the other body, a prominent
Member, who believes the minimum
wage is an awful thing and there ought
not be any minimum wage at all. There
are some people who think there ought
not be any prohibition on hiring Kids
to work at 12 cents an hour. There are
some with that kind of radical notion.
But most of this country has moved
well beyond that, and we have child
labor laws that are thoughtful, and we
have minimum wage provisions that
are thoughtful and modest.

The discussion now between those of
us who believe a minimum wage is ap-
propriate is, at what level should the
minimum wage be set? Should we ad-
just it after 7 years, after the 1989 ad-
justment, after virtually all of the gain
from that adjustment has been wiped
out? Should we make another adjust-
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ment—a thoughtful, moderate adjust-
ment?

I think most people come down on
the side of saying, yes, this makes a lot
of sense. This is not radical. It is not
politics. It is about people’s financial
circumstances, as they sit around and
eat supper and talk about their lot in
life. For many of them, it is talking
about what their salary is, what their
opportunities are.

So, to conclude, a few of us had a
press conference this morning, and we
had some small business people who
made the case, | thought eloquently,
that they supported a moderate adjust-
ment in the minimum wage. | found
that walking up and down Main Streets
and talking to people, that people who
think this through believe what is fair
is fair.

We are not asking for the moon here.
We are responding to this woman—and
millions of others, undoubtedly—who
says, ‘“‘l beg you, for the sake of my
children, please help us find a glimmer
of hope to help us dig our way out of
this hopelessly grim situation.” She is
just asking that maybe she and her
husband, who do not have it so good—
they lost their trailer house in a fire,
are having trouble buying clothes for
her Kids, are having trouble paying the
rent and buying food—that maybe we
will not let them see a little more op-
portunity.

The adjustment in the minimum
wage is a small price to pay, in this
body, to begin to honor work above
welfare. This family and so many mil-
lions of others are working. They are
not on the welfare rolls. And this
amendment, this adjustment will say
to them, ‘“We give great merit to work,
sufficiently so that we believe those of
you at the bottom rung of the eco-
nomic ladder, after 7 years, deserve a
modest increase.”’

We stand for work, not welfare. That
is what this vote will be.

| appreciate the generosity of the

Senator from New York. | yield the
floor.
The PRESIDING OFFICER. The

Chair recognizes the Senator from New
York.

Mr. MOYNIHAN. Mr. President, |
wanted for say how emphatically | sup-
port each of the statements we have
just heard. It is embarrassing at this
point in the 20th century that we have
to go to this effort just to maintain the
value of an economic guarantee that
has been with us for 60 years. It is as if
the 20th century did not happen on the
other side of the aisle, or should not
have.

I hope the woman, the lady who
wrote the Senator, will not have done
so in vain. A beautiful letter and beau-
tifully described.

Mr. SARBANES. Will
yield?

Mr. MOYNIHAN. | am happy to yield
to the Senator.

Mr. SARBANES. Mr. President, |
want to add an additional point. That
is, I think many employers are sup-
portive of an increase in the minimum
wage.

the Senator
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In fact, the employers who spoke at
this press conference this morning in-
dicated they were in favor of raising
the minimum wage. One of the press
people said, “If you are in favor of it,
why do you not just go ahead and do it,
and voluntarily raise it in your busi-
ness?”’

This lady had an immediate come-
back, right on point. She said, “If all
my competitors will raise their wages,
their payrolls, then 1 am quite pre-
pared to do it. Otherwise, I am placed
at a competitive disadvantage.”’

In effect, under the current system,
the only employer who is not respon-
sive to the needs of his employee, in ef-
fect, dictates the standard, and it is all
brought down to the lowest common
denominator. For many employers,
this enables them to do what they
think ought to be done in any event—
that is, give their employees a better
wage. It will be done with a level play-
ing field in terms of competition, so
that employer—and | think there are
not all that many—if they refuse to go
up, they can be at a competitive advan-
tage against those people who are more
responsive to the needs of their em-
ployee and who understand the pres-
sures that are upon them in today’s
age.

This, in many respects, for many em-
ployers, means they have an oppor-
tunity to do what they think ought to
be done, in any event. | want to make
it clear, | think there are a great many
employers across the country who take
that position. They are not opposed to
raising the minimum wage. They rec-
ognize that by raising the minimum
wage, you keep the competition on a
level playing field, and therefore they
support the measure that is before the
Senate.

I very much hope, as the Senator
from New York said, when we meet to-
morrow we will be able to act in a posi-
tive manner on this very important
matter.

Mr. MOYNIHAN. If | may say to my
friend from Maryland, for a century it
has been a well-understood principle
that with respect to labor legislation,
its primary purpose is not to put at a
disadvantage employers who will pro-
vide better wages and conditions. We
have done this not only internally, but
through the International Labor Orga-
nization. We had labor treaties to do
just that. We had to deal with child
labor in those terms so that the em-
ployer would not put 12-year-olds in
coal mines, which we had, would not be
at a disadvantage more than one who
would.

Mr. SARBANES. If the Senator will
yield, is that not exactly what this leg-
islation does?

Mr. MOYNIHAN. Exactly. What |
cannot understand—and | do not think
the Senator from Maryland can help
me—is that | thought this was all un-
derstood 50 years ago. Evidently not.
We will find out tomorrow.

Mr. SARBANES. Actually, the pro-
posal, | think, coming from our col-
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leagues on the Republican side is really
a radical proposal.

Mr. MOYNIHAN. This has been a con-
sensus on both sides of the aisle for 60
years, including President Eisenhower,
President Nixon and President Bush.
We will see.

Mr. President, | ask unanimous con-
sent to speak, with the time to be allo-
cated against the underlying bill, H.R.
3448, the Small Business Job Protec-
tion Act of 1996.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOYNIHAN. Mr. President, this
bill, H.R. 3448, the Small Business Pro-
tection Job Act of 1996, has two titles.
Title | is Small Business and Other Tax
Provisions. This was considered on
June 12 by the Committee on Finance,
which reported the bill unanimously
with a committee amendment. Title I,
Payment of Wages, contains the in-
crease in the minimum wage we have
been discussing.

I want to address some of the more
important provisions in the small busi-
ness portion of the bill, and then make
a more general point about the provi-
sion increasing the minimum wage.

Section 1202 of this bill extends em-
ployer-provided educational assistance
until December 31, 1996. That is for the
remainder of this year. It also applies
the provision to graduate education,
which the House bill did not. At this
point, about one-quarter of the employ-
ees sent to teaching institutions, insti-
tutions of higher learning, are, in fact,
in graduate school, and the value of
this program is particularly evident in
the case of persons sent to do post-
graduate work in highly technical
areas. Employers recognize the abili-
ties of the individuals, see the opportu-
nities for bringing them to higher lev-
els of productivity, and pay them more
in the process.

This measure, which is one of the
least known but exceptionally reward-
ing features of our Tax Code was first
enacted in 1978. We have never made it
a permanent provision. We ought to do
that. It ought to be one of the first
businesses of the next Congress, be-
cause, absent the additional extension
I will describe in a moment, it will
have expired once again by the time
the next Congress convenes. Employer-
provided educational assistance is in
this measure made retroactive, permit-
ting employees to exclude from their
income up to $5,250 in tuition paid for
by their employers. In other words, it
allows employers to send employees to
college or graduate school tax free.

I venture to say that the employer-
provided educational assistance pro-
gram is one of the most successful ef-
forts ever undertaken by the Federal
Government in this area. Some 800,000
employees benefit from this provision
every year. And they benefit in the
most auspicious of circumstances. An
employer says, “Will you go to grad-
uate school and get an advanced degree
in chemistry so we can put you in a
higher position than you are now in?
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Then you will be in the higher position
and earn more money and, in time, the
Federal Government gets it back.”

So many of our job training pro-
grams have depended on hoping that in
the aftermath of the training there will
be a job. Here you have a situation
where the employer already has the
worker and the employee sees the op-
portunity to enlarge his or her situa-
tion, and to do so in a way that is opti-
mal for all concerned. Now, 95 percent
of the persons involved are pursuing a
degree or certificate; 35 percent are en-
rolled in business and business-related
fields, such as accounting, finance,
marketing, and business administra-
tion; 12 percent are enrolled in health
care-related curricula; another 18 per-
cent are in engineering and other tech-
nical fields.

| say, once again, this is a program
that works. It administers itself. It has
the least possible overlay of bureauc-
racy; it has none. There is no bureau of
employer-provided education benefits
in the Department of Education. There
is nothing except individual contracts,
employee and employer, with a great
value added. | say again that it pays
for itself.

I am happy to say that the managers’
amendment, which we expect will be
adopted tomorrow, will provide for an
extension through the end of 1997. So it
would be a good thing if we would look
to the next Congress to make this a
permanent arrangement. Right now,
almost a million employees do not
know whether or not they owe income
tax on the benefits—the educational
tuition paid for them in the course of
this previous year. We now do it retro-
actively. But this is something that
can be made a permanent part of the
Tax Code. | think the distinguished
Presiding Officer would know that uni-
versities find this an exceptionally re-
warding arrangement and, particu-
larly, in the technical fields where seri-
ous job skill training takes place.

I also mention that the Senate ver-
sion of the expatriation tax proposal
has been included in this bill. Earlier
in this Congress, there was some ques-
tion about whether the Finance Com-
mittee was going to address this mat-
ter, and we had rather a lively ex-
change on this floor to that effect. |
said at the time that we would, and we
have done it. This is a variation of a
bill I first introduced in 1995 to address
the problem presented when wealthy
citizens renounce their U.S. citizenship
and move abroad in order to escape
taxation. Although expatriation to
avoid taxes occurs infrequently, and it
is not a seemly act, it does occur, and
it is a genuine abuse.

I would like to say for the RECORD
that this is important, Mr. President.
When the issue first arose in 1995, we
had meant to move directly at that
time. Then-chairman of the Finance
Committee, Senator Bob Packwood of
Oregon, and | said this is something to
be dealt with directly. At that time, a
number of legal scholars in the field of



July 8, 1996

international law raised questions con-
cerning the propriety under inter-
national law of restricting the rights of
persons to leave the country of which
they are a citizen. We took this seri-
ously, as we were required to, and put
off the legislation until we could sat-
isfy ourselves—and the critics who had
offered good faith comments—that we
were doing something that would pass
muster as not restricting the right of
emigration. This bill does that, in our
judgment, and does it very well indeed.

One might think this is a small
measure, and perhaps some have sug-
gested it was. But this provision, the
expatriation provision in the Senate
bill, raises $1.57 billion over 10 years.
The modified provision in managers’
amendment that will be offered tomor-
row increases that to a total of $1.71
billion, which suggests that what may
have been a relatively rare event up
until recently is gathering momentum,
and we will now stop it. And stop it we
ought. The idea of millionaires, multi-
millionaires, renouncing their citizen-
ship and moving to the Bahamas is—
well, it is not seemly. | need say no
more.

A final observation about the small
business title of the bill. To pay for the
small business tax relief provisions,
which will cost approximately $17 bil-
lion, we are providing for a tax cut of
$17 billion. We are phasing out section
936 of the Internal Revenue Code over
10 years.

This measure, which dates from the
1920’s, was originally intended to en-
courage American business to locate in
the Philippines. For a generation now,
it has been almost entirely a matter of
Puerto Rican business activity, and
has been very important to the econ-
omy of Puerto Rico.

On the other hand, there comes a
time when a measure of this sort has
been in place long enough and it is rec-
ognized—not precipitously but with
good notice—that the time has come to
phase it out. The division of opinion on
this question in Puerto Rico is prob-
ably associated with proponents of
statehood and proponents of maintain-
ing the commonwealth relationship.
We have done our best to accommodate
the people of Puerto Rico and their
elected officials. They are not rep-
resented on the Senate floor. We have a
profound responsibility to that posses-
sion which we obtained just short of 100
years ago in the aftermath of the Span-
ish-American War.

I might add again, Mr. President,
that this bill was reported from the
Committee of Finance unanimously. It
was bipartisan. It was the judgment of
persons we found most persuasive that
we should follow the shift we made in
1993 by encouraging the tax credit for
actual job creation as against the de-
preciation of patents and other ar-
rangements which had been possible
under the earlier regime.

| have been on the Senate floor for 20
years talking about this matter. | have
tried to make it clear that the United
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States had an obligation not simply to
the people of Puerto Rico but to the
international community. Every Presi-
dent since Harry S. Truman has said
that the people of Puerto Rico are free
to remain a commonwealth—if they
choose—to become a State, or to
choose independence. And that option
exists to this moment.

But the time for this particular tax
subsidy in this form seems now to have
reached a point where we would say,
“All right, let us have done with it in
the early 21st century.” And this legis-
lation does so. It is bipartisan. We hope
it works. We have concerned ourselves
solely, or | would like to think pri-
marily, with what seems to be the best
interests of Puerto Rico. And we have
consulted with their elected represent-
atives in this regard.

I would particularly like to express
my appreciation to Chairman ROTH,
who has been wholly cooperative in
this matter and in particular in mak-
ing the wage-based credit permanent
for existing companies.

I hope that at a later time we can
work together to do more to provide
incentives for new investment for
Puerto Rico, not just for existing com-
panies but for new companies as well,
but that, too, is for the next Congress.
I look forward to working with our
committee and the Senate itself in this
regard.

I say once again that we must remain
conscious of a very solemn responsibil-
ity to the people of Puerto Rico, who
are not represented in this Chamber
but who are American citizens, who
have the right to be respected, whose
rights are to be respected, and whose
interests are to be advanced.

This brings me to the minimum wage
title of the bill, which after all is the
reason we have taken the trouble to
write a package of small business tax
relief provisions. Many members of the
majority, particularly in the other
body, believe that an increase in the
minimum wage would harm small busi-
nesses. Therefore they demanded off-
setting tax relief for those businesses.

Senators on our side did not feel any
sweetener should be required in order
to pass a long overdue increase in the
minimum wage, but even so we tried to
be accommodating. We worked on a bi-
partisan basis to craft a small business
tax relief bill all Senators could sup-
port.

Yet now we are told this is not
enough. The price for passage of the
minimum wage increase keeps going
up. Tomorrow the Senate will vote on
an amendment to exempt from the
minimum wage businesses with less
than $500,000 per year in sales; permit a
subminimum wage of $4.25 per hour for
newly hired workers; and delay the in-
crease in the minimum wage for 6
months.

I hope Senators will keep this mini-
mum wage increase in perspective. Yes,
an increase in the minimum wage will
reduce demand for labor somewhat.
But if you are looking for a painless
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time to do it, now is the time. The cur-
rent economic expansion is in its 65th
month. Unemployment is down to 5.3
percent. Two weeks ago, the Washing-
ton Post reported that serious labor
shortages are developing around the
United States, so much so that some
fast-food franchises are paying sub-
stantial signing bonuses to new em-
ployees. So now is the time to phase in
a higher minimum wage. Our expand-
ing economy will easily adjust to it.

When the Finance Committee took
up this legislation 3 weeks ago, we un-
derstood that the small business provi-
sions were necessary to get the mini-
mum wage increase enacted. And we
reported the bill unanimously. | hope
the Senate will defeat the amendment
of the Senator from Missouri tomor-
row, and that we will then approve
H.R. 3448 overwhelmingly and without
further delay.

Mr. President, | believe my time may
have expired.

The PRESIDING OFFICER. The
Chair advises the Senator from New
York that there are 6 minutes remain-
ing on the Kennedy amendment.

Mr. MOYNIHAN. Mr. President, | will
now suggest the absence of a quorum
as | see no Senator wishing to be heard.
I ask that the time be equally divided.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOYNIHAN. Mr. President, |
think we are going to find ourselves in
a situation where we will want to add
to the time available for debate tomor-
row. But | do not see anyone on the
floor at this point. | suggest the ab-
sence of a quorum, and | will return
momentarily with some thought.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. BOND. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 4272

(Purpose: To modify the payment of wages

provisions.)

Mr. BOND. Mr. President, earlier
today the majority leader submitted
my amendment to this bill, amend-
ment No. 4272. | believe it is held at the
desk. | would like to call up that
amendment now, please.

The PRESIDING OFFICER.
clerk will report.

The bill clerk read as follows:

The Senator from Missouri [Mr. BOND] pro-
poses an amendment numbered 4272.

Mr. BOND. Mr. President, | ask unan-
imous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Strike title 11 and insert the following:

TITLE II—PAYMENT OF WAGES

SEC. 2101. PROPER COMPENSATION FOR USE OF
EMPLOYER VEHICLES.
(a) SHORT TITLE.—This section may be
cited as the ““Employee Commuting Flexibil-
ity Act of 1996”".

The

The
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(b) USe oF EMPLOYER VEHICLES.—Section
4(a) of the Portal-to-Portal Act of 1947 (29
U.S.C. 254(a)) is amended by adding at the
end the following: ‘““For purposes of this sub-
section, the use of an employer’s vehicle for
travel by an employee and activities per-
formed by an employee which are incidental
to the use of such vehicle for commuting
shall not be considered part of the employ-
ee’s principal activities if the use of such ve-
hicle for travel is within the normal com-
muting area for the employer’s business or
establishment and the use of the employer’s
vehicle is subject to an agreement on the
part of the employer and the employee or
representative of such employee.”.

(c) EFFECTIVE DATE.—The amendment
made by subsection (b) shall take effect on
the date of the enactment of this Act and
shall apply in determining the application of
section 4 of the Portal-to-Portal Act of 1947
to an employee in any civil action brought
before such date of enactment but pending
on such date.

SEC. 2102. MINIMUM WAGE INCREASE.

(@) SHORT TITLE.—This section may be
cited as the ‘““Minimum Wage Increase Act of
19967,

(b) AMENDMENT TO MINIMUM WAGE.—Sec-
tion 6(a) of the Fair Labor Standards Act of
1938 (29 U.S.C. 206(a)) is amended by striking
‘“(a) Every” and all that follows through
“$4.25 an hour after March 31, 1991;” and in-
serting the following: ‘“(a) An employer shall
pay to an employee of the employer the fol-
lowing wage rate in accordance with the re-
quirements of this subsection:

“(1)(A) in the case of an employee who in
any workweek is employed in an enterprise
engaged in commerce or in the production of
goods for commerce, not less than $4.25 an
hour during the period ending on December
31, 1996, not less than $4.75 an hour during
the year beginning on January 1, 1997, and
not less than $5.15 an hour after December 31,
1997,

““(B) in the case of an employee who in any
workweek is engaged in commerce or in the
production of goods for commerce, but is not
employed in an enterprise engaged in com-
merce or in the production of goods for com-
merce, not less than $4.25 an hour;”".

(c) CONSTRUCTION.—Section 6 of the Fair
Labor Standards Act of 1938 (29 U.S.C. 206) is
amended by adding at the end thereof the
following new subsection:

““(h) Nothing in this section shall be con-
strued as affecting any exemption provided
under section 13.”.

SEC. 2103. FAIR LABOR STANDARDS ACT AMEND-
MENTS.

(a) COMPUTER PROFESSIONALS.—Section
13(a) of the Fair Labor Standards Act of 1938
(29 U.S.C. 213(a)) is amended—

(1) by striking the period at the end of
paragraph (16) and inserting ‘‘; or’’; and

(2) by adding at the end thereof the follow-
ing new paragraph:

““(17) any employee—

“(A) who is a computer systems analyst,
computer programmer, software engineer, or
other similarly skilled worker;

““(B) whose primary duty is—

“(i) the application of systems analysis
techniques and procedures, including con-
sulting with users, to determine hardware,
software, or system functional specifica-
tions;

“(ii) the design, development, documenta-
tion, analysis, creation, testing, or modifica-
tion of computer systems or programs, in-
cluding prototypes, based on and related to
user or system design specifications;

“(iii) the design, documentation, testing,
creation, or modification or computer pro-
grams related to machine operating systems;
or
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““(iv) a combination of duties described in
clauses (i), (ii), and (iv) the performance of
which requires the same level of skills; and

“(C) who is compensated on an hourly
basis and is compensated at a rate of not less
than $27.63 an hour.”.

(b) TP CREDIT.—Section 3(m) of the Fair
Labor Standards Act of 1938 (29 U.S.C.
203(m)) is amended—

(1) by striking ‘““(m) ‘Wage’ paid’” and in-
serting ““(m)(1) ‘Wage’ paid’’; and

(2) by striking “In determining the wage”’
and all that follows through ‘““who customar-
ily and regularly receive tips.”” and inserting
the following:

“(2)(A) In determining the wage an em-
ployer is required to pay a tipped employee,
the amount paid such employee by the em-
ployee’s employer shall be an amount equal
to—

‘(i) the cash wage paid such employee
which for purposes of such determination
shall be not less than the cash wage required
to be paid such an employee on the day pre-
ceding the date of enactment of this para-
graph; and

“(ii) an additional amount on account of
the tips received by such employee which
amount is equal to the difference between
the wage specified in subclause (i) and the
cash wage in effect under section 6(a)(1).

““(B) Subparagraph (A) shall not apply with
respect to any tipped employee unless—

“(i) such employee has been informed by
the employer of the provisions of this sub-
section; and

“(if) all tips received by such employee
have been retained by the employee, except
that this subsection shall not be construed
to prohibit the pooling of tips among em-
ployees who customarily and regularly re-
ceive tips.”

(c) OPPORTUNITY WAGE.—Section 6 of the
Fair Labor Standards Act of 1938 (29 U.S.C.
206) is amended by inserting after subsection
(f) the following new subsection:

“(9)(2) In lieu of the rate prescribed by sub-
section (a)(1), any employer may pay any
employee of such employer, during the first
180 consecutive calendar days after such em-
ployee is initially employed by such em-
ployer, a wage which is not less than $4.25 an
hour.

“(2) No employer may take any action to
displace employees (including partial dis-
placements such as a reduction in hours,
wages, or employment benefits) for purposes
of hiring individuals at the wage authorized
in paragraph (1).

““(3) Any employer who violates this sub-
section shall be deemed to have violated sec-
tion 15(a)(3).”.

Mr. BOND. Mr. President, this is an
amendment that merely carries out the
intent that Congress has shown on
many occasions to exclude the smallest
of the small employers from the bur-
dens of a minimum wage. Basically, it
says that for firms grossing less than
$500,000, the small mom and pop busi-
nesses, the folks in your neighborhood,
the people who are just getting by and
providing a few jobs in their commu-
nity, will not be subjected to the in-
crease in the minimum wage. This does
not say that their workers will not be
protected by the current minimum
wage or by Federal overtime provi-
sions. It just says that we are not going
to put another burden on the backs of
those very small employers by ordering
them to add 20 percent to their payroll
costs for those who are employed at
minimum wage.

As the Clinton administration’s own
Administrator of the Small Business
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Administration, Phil Lader, said, this
kind of exemption, this two-tiered sys-
tem makes sense. It protects minimum
wage jobs in the smallest business and
it protects small business.

Those of us who have talked with
and, more importantly, listened to
small business people throughout this
country know that the burdens of Gov-
ernment regulation, Government man-
dates fall very heavily on small busi-
ness. This amendment just says we are
not going to put another mandate, an-
other heavy financial burden, on the
very smallest of the small employers
on Main Street in your community and
my community.

Earlier today, the Senators from
Massachusetts and South Dakota stat-
ed the reasons they opposed my amend-
ment. | am here to set the record
straight about what my amendment
does and does not do.

First, contrary to their assertions,
this amendment is not a killer amend-
ment. It simply means that the small-
est of the small businesses will not
have to lay off some of their workers in
order to comply with the law.

Who says that is a killer amend-
ment? What forces are telling the
President that he cannot protect the
smallest of the small businesses and
give all of the rest of minimum wage
workers a minimum wage increase?
What kind of logic would say that you
cannot have it for anybody if you pro-
tect just the employees and the small-
est businesses grossing under $500,000?

The Senators from Massachusetts
and South Dakota would have you be-
lieve that the debate is only about
whether or not people should be paid
more. Would | like to see working
Americans earn more money? Abso-
lutely. | believe that everybody who
has joined me as a cosponsor of this
amendment and who will vote for this
amendment would agree. But the way
to get increases in wages is through in-
creases in productivity, getting the
training, getting the experience that
often minimum wage workers are get-
ting in their very first job. We expand
the opportunity for a training wage so
people can get off welfare and into
work or start on the work ladder. That
experience is vital to getting them bet-
ter paying jobs in the future. If you in-
crease the minimum wage for the
smallest of the employers, there are
real tradeoffs. The smallest of the
small employers, American businesses
grossing under $500,000 per year, will, in
my view, be forced to lay off workers.
That is the bottom line. An increase in
wages with no increase in productivity
and revenues means lost jobs.

Here is how it works. Say your neigh-
bors own a small grocery store. They
have a payroll budget of $85,000 avail-
able for wages. How do we know what
is available for wages? Well, that is
about how much they can pay after
they figure out how much they are tak-
ing in, the costs of goods that they sell,
what their operating costs are, and
what they need to live on. At the cur-
rent minimum wage, they could afford
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to hire about 10 workers. It comes out
to a minimum wage, 40 hours per week,
50 weeks per year, of about $8,500. If the
minimum wage were to be increased by
mandate on them by 90 cents, there is
added $1,800 per employee to the gro-
cer’s cost. But raising that wage does
not sell more groceries or anything
else in the store.

So how many people will they be able
to afford to hire? Only eight. A 20-per-
cent increase in the minimum wage
means they will have to lay off 20 per-
cent of their minimum wage workers,
or two people. A small business em-
ploying only five would have too lay off
one. To suggest that a minimum wage
increase has no effect on employment
in the smallest of small businesses is
just plain wrong. A mandatory mini-
mum wage increase for the smallest
employers means job loss.

The Senator from Massachusetts
would also have you believe that we
have locked out millions from in-
creases in the minimum wage, ‘“‘em-
ployees of fully two-thirds of all firms
in the United States.”

Come now, Mr. President, the truth
is this amendment only applies to
those firms that take in revenues of
$500,000 per year or less. These firms
employ only about 8 percent of the
American work force. The percentage
of those earning the minimum wage at
those firms is even smaller.

The Advocacy Council at the Small
Business Administration says only
about 10 percent of the small business
employees are at minimum wage. So
we are talking, probably—we do not
have exact figures from the Bureau of
Labor Statistics—less than a million
people.

I also find it somewhat odd that my
Democratic colleagues are complaining
about the amendment as a poison pill.
Many of them happily voted for similar
poison last time we passed a minimum
wage increase in 1989. And many of
them supported a bill authored by Sen-
ator BUMPERS, my distinguished rank-
ing member on the Small Business
Committee, in 1991. That amendment
clarified the need for a small business
exemption. If it was not poison then,
why is it poison now?

I think it is very unfortunate that
this administration is ignoring the ad-
vice of its own top small business
spokesman, Philip Lader, the adminis-
trator of the Small Business Adminis-
tration, who says:

An exemption for the smallest of small
businesses makes sense. Exempting small
businesses from a mandatory wage increase
for minimum wage workers means that firms
at the margin will not be forced to cut jobs
or not grow.

So there you have it. The view of the
need for a small business exemption
from the Clinton administration’s own
spokesman on small business.

We, on our side of the aisle, believe
the minimum wage is a floor. Appar-
ently some on the other side view it as
a ceiling. There are some Democrats
who would have you believe that Amer-
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icans are locked into minimum wage
jobs, in some cases for life. Those just
are not the facts. Most Americans do
not earn the minimum wage. Many of
them start there and they move up the
scale. They have to get a start some-
where. That is why the minimum wage
and the training wage is so important.
Those who obtain minimum wage jobs
learn the skills and, as they become
productive, go on to better jobs at bet-
ter pay.

Who is it that is saying this is a poi-
son pill? Common sense sure does not.
I cannot believe the President would
deny the minimum wage increase he so
robustly seeks for the very large per-
centage of minimum wage workers who
are not employed by the smallest of
the small.

Mr. President, we will, | understand,
have an opportunity to discuss this
matter further tomorrow. At this
point, | yield the floor and suggest the
absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mrs. HUTCHISON. Mr. President, |
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. HUTCHISON. Mr. President, |
am taking the floor today to speak in
favor of the Bond amendment. | cer-
tainly am speaking for the small busi-
ness people of this country when | sup-
port the exemption that is provided in
this amendment.

I think it is very important that we
look at the big picture when we are
making law that is going to affect the
economy of our country and most cer-
tainly the workplace of our country.

We have passed free trade agree-
ments, so we are now going to be in
competition with businesses through-
out the world. Many of these busi-
nesses have lower standards than we
do. They have lower wage scales. |
think America should keep our high
standards, but | also think if we are
going to keep jobs in America through
export markets rather than shipping
the jobs overseas—rather, export our
products instead of our jobs—if we are
going to do that, we have to look at
the big picture and look at what we
have done in this country over the last
3 or 4 years.

In fact, what we are doing is increas-
ing the cost of doing business in Amer-
ica. So if we pass the minimum wage
increase, we are going to add one more
increase to the cost of doing business
that will make us less competitive in
the global marketplace.

I was a candy manufacturer. | did ex-
port into Canada, for instance, but I
also competed, Mr. President, with
candy that was made in South America
and Mexico, and it was very difficult to
compete with candy that was made at
much lower cost because | had to be
price competitive. So | am very hopeful
that we will look at this competition

The
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that we have created as we are taking
up an increase the size of a minimum
wage that we are talking about today.

So if we increase the minimum wage
at the same time that we have in-
creased taxes—that has already been
done—we have more regulatory costs,
and that has been proven, as well, pret-
ty soon we are going to see our jobs ex-
ported rather than our products ex-
ported from America—products made
with American labor.

I think we have to be very careful. |
appreciate the fact that Senator BOND
and Senator LOTT are working on an
amendment that would give our small
businesses a break. By having the
$500,000 exemption, we are taking the
businesses that are most vulnerable to
the margins of profit and we are going
to give them a break. | think that is
very important.

I have seen that small businesses
have a harder time competing for ex-
port markets anyway because they do
not have the size that makes for more
efficiencies. So if we can give them this
bit of help—$500,000 is a very small
company, especially if that is your
gross receipts, that is a small com-
pany—I think if we can give our small
businesses the advantage of an exemp-
tion, then maybe we will be able to get
the best of both worlds with this over-
all minimum wage increase.

I also like the provision in the
amendment that says we will have a
training wage for 180 days. A training
wage is an entry wage. You do not find
experienced people making the mini-
mum wage; you find people who have
no experience whatsoever making the
minimum wage, and they quickly move
on if they learn fast and show that
they are able to take on more respon-
sibility.

So | think the training wage is very
important for our entry level people,
our young people who are trying to get
their first experience or our older em-
ployees who might be coming back into
the marketplace. Getting that first bit
of training and allowing the leeway to
get that training, | think, is going to
be a very important mitigating factor
for the companies to be able to say,
yes, | can take a chance and hire some-
one at the $4.25 level because | know
that if they prove that they are worth
something, | will then be able to pay
more. But that gives me time to get
the product on the market and produc-
tivity up and find out if | am going to
be able to afford this and then hope-
fully be able to make the increase at
the end of the 180 days.

I also think, Mr. President, that this
folds into the welfare reform that we
have been talking about. If we are
going to put limits on the amount of
time that a person can be on welfare, if
we are going to encourage people who
are able-bodied to go into the job mar-
ket rather than staying in a cycle of
welfare, we have to have the jobs avail-
able for these people to enter the work-
place.

They are the very people that need
that entry-level wage. People who



S7412

would be making a transition from wel-
fare into the job market ought to be
able to get that training wage, get that
experience. Their employers hopefully
would be able to take a chance at this
lower level of the wage, and give them
that opportunity to pull themselves up
by their bootstraps to become citizens
of this country who are taking a re-
sponsibility and providing their fair
share of the workload for this country.

So | urge my colleagues to support
this very important amendment, and
help us make sure that we keep the
strength of our economy as we are
moving into this higher minimum wage
level. Let us have time for people to
prepare. | think increasing the mini-
mum wage immediately could put a
very big hardship on some of our small
businesses that they would not be able
to immediately cover.

But if we give time for these busi-
nesses to plan for the increase, and see
how they are going to be able to in-
crease their prices in order to make up
for the higher costs, that we will be
doing something that will not hurt the
small businesses of this country nearly
as much, and it will not hurt so badly
our businesses that might be competi-
tive in the international marketplace
either.

Many people are concerned that if we
raise the minimum wage, it will in-
crease the cost of employing even peo-
ple who are not making the minimum
wage. We are going to start a ratchet
effect so that every level of wage is
going to go up. Well, that is good, but
it is also something that we have to
look at very carefully to make sure
that our businesses can absorb these
higher costs. We need to give them the
ability to raise the price of their prod-
uct in time so that they will not be in
a loss situation and have to actually
lay people off and eliminate jobs. That
is certainly not what we want the out-
come of the minimum wage increase to
be.

So | think the delay, giving business
a chance to prepare for the minimum
wage increase, keeping the training
wage are very important. | think the
$500,000 and below exemption is very
important for helping our small busi-
nesses to be able to keep their small
businesses going and increase employ-
ment rather than have to lay people
off. More than seventy percent of the
new jobs in this country are created by
small business. So the last thing we
want to do is hurt that economic ma-
chine, that job-creating machine that
is the small business of this country.
So we want our small businesses to be
able to plan for this increase, to have
the ability to absorb the increase in
costs that will happen. | think this is
the responsible way to do it.

Mr. President, before | end, | would
like to say that | am also very, very
pleased about another part of this bill.
It does not really relate to the mini-
mum wage, but in the business tax part
of the bill that will be introduced to-
morrow. | just want to commend Sen-
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ator RoOTH, the chairman of the Fi-
nance Committee, for including the
Hutchison-Mikulski homemaker IRA
bill.

I have been fighting for 3 years to
give the homemakers of this country
the ability to retire in security the
same as if they had worked outside the
home, because there is no question in
my mind that the work done inside the
home is as much a part of the Amer-
ican family, if not more important to
the American family, than the work
done outside the home. But ever since
IRA’s have been allowed in this coun-
try that would allow people to set aside
$2,000 a year, tax free, for their retire-
ment security, ever since we have au-
thorized those, we have not allowed the
homemaker, who works inside the
home, to be able to contribute that
same $2,000 a year.

We are trying to correct that in-
equity. Senator MIKULSKI, Senator
FEINSTEIN, Senator KASSEBAUM, Sen-
ator SNowg, and Senator GRAMM have
all signed on to be cosponsors of that
bill. Senator ROTH especially has been
very helpful, not only in putting that
in the original tax cut bill that was ve-
toed by President Clinton last year,
but he has also included it in this bill.
If this bill can be signed by the Presi-
dent then we will have our homemaker
IRA’s.

So | am hopeful that this is a bill
that will include the Lott-Bond amend-
ment so they will help the small busi-
nesses be able to prepare for this mini-
mum wage increase and give the ex-
emptions for small business to be able
to continue to pay the lower minimum
wage, and then if we can have the
homemaker IRA that will really make
a difference in the savings in this coun-
try and in the security of our one-in-
come-earner families and not only
that, but when you take everything
into consideration, it is just a matter
of equity.

It is just flat equity that every per-
son who is working in our country,
whether it is inside the home or out-
side the home, should have the same
opportunities for saving for retirement,
tax free. And that is exactly what we
will be doing if we are able to pass this
bill with that very fine amendment
that will be sponsored by Senator ROTH
tomorrow.

So | am very pleased to be supportive
of this measured minimum wage in-
crease because | believe that it can be
good for our country if we do it in just
the right way. So | thank the sponsors
of the amendment, and | vyield the
floor.

Mr. NICKLES addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Oklahoma.

Mr. NICKLES. Mr. President, | in-

quire how much time remains on both
sides?

The PRESIDING OFFICER. There
are 9 minutes 7 seconds for the major-
ity side and 30 minutes for the minor-

ity.
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Mr. NICKLES. Mr. President, thank
you.
I wish to compliment my colleague
from Texas for an outstanding state-
ment and also for her leadership on
this issue and for the fact that she has
some business experience to rely on. |
think that certainly is needed. | hope
that her advice, as far as voting on
these amendments, will be taken to
heart by our colleagues.

Mr. President, | rise in opposition to
a 2l-percent increase in the minimum
wage. That does not mean that | do not
want individuals that make the mini-
mum wage to make more money. |
hope that they do. | hope they make a
lot more. I hope we are not satisfied
with them making $5.15. | would like
for them to make a lot more.

But what | would hate to do is to
pass a Federal law that says it is ille-
gal for them to work for $5. In other
words, if the economic situation in
some area will only allow a job to pay
$5 or $4.50, 1 do not think we should
pass a Federal law to say it is illegal
for them to take the job.

That is exactly what we are doing. |
have heard some of our colleagues say,
“Well, this is supported by an over-
whelming majority of people. Eighty
percent of the people support the mini-
mum wage.”” | want people who make
minimal amounts of money to make
more money as well. But suppose the
pollster phrased it like this: Should the
Federal Government make it illegal for
an individual to work for $4.80 an hour
in rural Montana if that is the best
that that employer can pay and the
best that that employee can make?
Most people would say, no, you should
not make it illegal.

I just say that | believe the reason
why we are here is not really to raise
minimum wages. | believe it is politi-
cal. | believe our colleagues on the
Democrat side, including the Presi-
dent, are playing politics. They are
trying to score political points. Maybe
they have been successful. | do not
know.

Interesting coincidence of timing.
The Democrats controlled the Senate,
both Houses of Congress, in 1993 and
1994. They could have raised this issue
at any time during then. The majority
leader could have called it up. The
Speaker in the House could have called
it up at any point. They controlled
both Houses of Congress. President
Clinton and the Democrats said they
were in favor of it. They could have
moved at that time. They could have
pulled it up, and both Houses would
have considered it, would have voted
on it, or at least it would have been up
for consideration. They did not do it in
1993. They did not do it in 1994. They
did it, | believe, for political purposes,
about the same time after organized
labor came into town and said they
would commit $35 million to try to re-
take both the House and the Senate.
Interesting timing.

All of a sudden, here come the
amendments, and we will have this
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amendment on everything, we will
make it illegal for anybody in America
to work for $5 an hour because some-
body in this Chamber has determined
you should not have a job if it is only
$5 an hour. | disagree with that philos-
ophy. | disagree with it very strongly.

Now, if the Senator from Massachu-
setts or the Senator from any other
State, if their State wants to raise
minimum wage to $5.25, which | think
they have done in the State of Massa-
chusetts, they are scheduled to go to
$5.25, that is fine. If the State of New
York wants a minimum wage of $6 an
hour, they have the right to do so. Why
in the world should we make it na-
tional? What about the State of Mon-
tana, or some rural town in Montana?
Maybe they have different economic
circumstances, which they most cer-
tainly do, than, say, New York City or
Washington, DC.

Why should we presuppose we have
all the wisdom and we should mandate
what the wages should be nationally,
and make it is against the law for you
to have a job even if you are 16 years
old and want to get started climbing
the economic ladder? We are going to
say, ““No, if you cannot get a job that
pays at least $5.15 an hour, you cannot
have a job. The Federal Government
has determined it is better for you to
stay at home, not work. If you cannot
get a job at $5.15 an hour, we prefer you
not to have a job. It is against the law
for you to have a job.”

| think that is a mistake. | think it
is a serious mistake. | think it will
cost jobs. | do not know how many jobs
it will cost. The Congressional Budget
Office estimates employment losses for
a 90-cent-per-hour increase in mini-
mum wage from roughly 100,000 to
500,000 jobs. That is a pretty significant
economic impact on that 100,000 or that
500,000 people who lose a job.

Those are people that may need the
job more than anything. Maybe they
are people that want to start climbing
the economic ladder, and we will say,
“No, you need not apply. That job is
not worth it.”” Maybe it was pumping
gas, sacking groceries, or some menial
task. That first job can be one of the
most important, in fact, maybe the
most important job somebody will have
because they start learning skills.
They might learn they need more edu-
cation, or have an idea, ‘“Wait, | need
to make more money, so therefore |
better go back to school,” or vo-tech,
or finish high school, or maybe go to
college. No, we will have a Federal law
that says if you do not make at least
$5.15 an hour, we have determined you
should not have a job. As a matter of
fact, it is illegal for you to have a job.
I think that is wrong.

The Employment Policies Institute
estimates that the job loss for an in-
crease of 90 cents is over 600,000, if Sen-
ator KENNEDY’s amendment passes. Mr.
President, 10,000 are in Oklahoma,
18,000 would be in Georgia. | do not
want to pass a law that will put 10,000
Oklahomans out of work. Again, if
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they want to do that in the State of
Massachusetts, power to them. If they
want to do it in other States, they have
that right to do so. We should not
interfere with that.

What about States rights? The 10th
amendment of the Constitution says
all the rights and powers are reserved
to the States and the people. They did
not envision the Federal Government
mandating that if you do not make
$5.15 an hour, you cannot have a job.
That is what Senator KENNEDY’s
amendment would do.

Senator KENNEDY’s amendment is
even worse than the language that al-
ready passed the House, which Presi-
dent Clinton said he would sign. The
House bill at least has a training wage
of 90 days; Senator KENNEDY only has
one for 30 days. The House bill does not
hit the restaurant owners and workers;
it allows a tip credit. Most people that
work in restaurants make $8 or $9 an
hour on average. They are not mini-
mum wage, so they keep the tip credit
at $2.13. Senator KENNEDY has that in-
creased. That would be a big hit on
somebody that has a small restaurant.
My point being that his language is
even worse than what passed the
House. The net result is you will put
hundreds of thousands of people out of
work.

I believe that is a serious, serious
mistake. Not only that, but now it
would be retroactive. So, think of that.
You have a small business. Senator
KENNEDY does not give a small business
exemption, no matter how small. My
colleagues know | used to have a jani-
torial service. We did not pay mini-
mum wage. | used to work for a jani-
torial service that did pay minimum
wage. Senator KENNEDY’s bill would
make it retroactive. That might be
nice if you got the wage, but what
about the employer that could not
cover it?

I remember asking my boss, when |
was making $1.60 an hour, for a raise,
and after a couple weeks he gave me a
nickel-an-hour raise. Senator KENNEDY
will mandate they have to give 45 cents
retroactive to July 5. What if they can-
not afford that? Sorry, you just lost a
job, thanks to Senator KENNEDY’sS
amendment.

We should not allow that to happen.
We should not be passing laws around
this place that will put hundreds of
thousands of people out of work. We
should not be passing laws around this
place that say it is illegal for you to
have a job that pays $5.10 an hour be-
cause the Federal Government has de-
termined that any job that is worth
having should pay at least $5.15 an
hour.

I believe that is very bad economics.
It does not make sense. | do not believe
we can repeal the law of supply and de-
mand. If we can, why stop at $5.15?
Maybe we should have another amend-
ment that says make it $10 an hour if
there is no negative impact on a 21-per-
cent increase in the minimum wage.
Increase it 100 percent—make it $10 an
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hour or $20 an hour. Anybody making
$5 an hour, |1 would like them to make
$10 or $20. I would like them to be bet-
ter off financially. If there are no nega-
tive economic consequences, why not
do it? We are not going to do it because
people know it would have a negative
economic consequence. We know we
would be putting people out of work,
and there are certain jobs in certain
places that cannot afford to pay it.

The people we will hurt the most are
the people we should be hurting the
least. We will be hurting a little res-
taurant or grocery store that is com-
peting in some rural town, trying to
stay alive, competing against Wal-
Mart. Some big business comes in and
the little guy is having a hard time
staying alive. Yet, we are going to
mandate a 21-percent increase in mini-
mum wage. Maybe they were hiring
some young people, 16 and 17 years old,
that wanted to earn some money in the
summertime, and we will tell them,
““No, you cannot do that. It is against
the law. Unless you pay at least $5.15
an hour, we have determined that job
is not worth having.”” We have decided
that in Washington, DC, because we are
the source of all wisdom.

What is right about $5.15? Why not
make it $6 or $7 or $8 or $10? It just
does not make sense. If you repeal the
law of supply and demand, we should
make it $10 or $20, but we cannot. It
will cost jobs. If we pass the increase in
minimum wage, it will cost jobs. We
will put people out of work, people that
need to work the most, people that
want to start climbing the economic
ladder. That is a serious mistake.

I mentioned, Mr. President, | worked
for a janitorial service in Stillwater,
OK, and the 1968 minimum wage was
$1.60. My wife and | both had a job
there. We worked at it a month before
we asked for the raise. We got the nick-
el. We decided that was not enough, so
we started our own janitorial service
and we made a lot more money work-
ing for ourselves. We got started low on
the economic ladder, but we were able
to climb up. I am glad the Federal Gov-
ernment did not come in and say they
wanted the minimum wage at that
time to be much, much higher. | might
not have gotten that job. I might not
have gotten the training, and | might
not have started my own janitorial
service and put myself and several
other people through school.

We should not deny people economic
opportunities. We should not be pass-
ing laws that will be putting people out
of work. That is exactly what we will
be doing if we pass this increase in
minimum wage. | hope we will not do
it. | urge my colleagues to vote no on
the Kennedy amendment tomorrow.

MESSAGES FROM THE HOUSE
DURING ADJOURNMENT
ENROLLED BILLS SIGNED

Under the authority of the order of
the Senate of January 4, 1995, the Sec-
retary of the Senate, on July 2, 1996,
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during the adjournment of the Senate,
received a message from the House of
Representatives announcing that the
Speaker has signed the following en-
rolled bills:

H.R. 1880. An act to designate the United
States Post Office building located at 102
South McLean, Lincoln, Illinois, as the “Ed-
ward Madigan Post Office Building.”

H.R. 2704. An act to provide that the Unit-
ed States Post Office building that is to be
located at 7436 South Exchange Avenue, Chi-
cago, Illinois, shall be known and designated
as the ‘““Charles A. Hayes Post Office Build-
ing.”

H.R. 3364. An act to designate the Federal
building and United States courthouse in
Scranton, Pennsylvania, as the “William J.
Nealon Federal Building and United States
Courthouse.”

Under the authority of the order of
the Senate of January 4, 1995, on July
2, 1996, the Secretary of the Senate, the
enrolled bills were signed subsequently
by the President pro tempore [Mr.
THURMOND].

Under the authority of the order of
the Senate of January 4, 1995, the Sec-
retary of the Senate, on July 8, 1996,
during the adjournment of the Senate,
received a message from the House of
Representatives announcing that the
Speaker has signed the following en-
rolled bill:

H.R. 2070. An act to provide for the dis-
tribution within the United States of the
United States Information Agency film enti-
tled ““Fragile Ring of Life.”

The enrolled bill was signed subse-
quently, during the session of the Sen-
ate, by the President pro tempore [Mr.
THURMOND].

MESSAGES FROM THE HOUSE

ENROLLED BILLS SIGNED

At 1:22 p.m., a message from the
House of Representatives, delivered by
Mr. Hays, one of its reading clerks, an-
nounced that the Speaker has signed
the following enrolled bills:

H.R. 1508. An act to require the transfer of
title to the District of Columbia of certain
real property in Anacostia Park to facilitate
the construction of National Children’s Is-
land, a cultural, educational, and family-ori-
ented park.

H.R. 2853. An act to authorize the exten-
sion of nondiscriminatory treatment (most-
favored-nation treatment) to the products of
Bulgaria.

The message also announced that the
House has agreed to House Resolution
471, electing ENID GREENE, a Represent-
ative from the State of Utah, Speaker
pro tempore through Wednesday, July
10, 1996.

The enrolled bills were signed subse-
quently by the President pro tempore
[Mr. THURMOND].

REPORTS SUBMITTED DURING
ADJOURNMENT

Under the authority of the order of
the Senate of June 27, 1996, the follow-
ing report of committee was submitted
on July 2, 1996, during the adjournment
of the Senate:
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By Mr. MURKOWSKI, from the Committee
on Energy and Natural Resources, with an
amendment in the nature of a substitute:

S. 1662. A bill to establish areas of wilder-
ness and recreation in the State of Oregon,
and for other purposes (Rept. No. 104-314).

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second time by unanimous con-
sent, and referred as indicated:

By Mr. BROWN:

S. 1930. A bill to suspend temporarily the
duty on certain industrial nylon fabrics; to
the Committee on Finance.

By Mr. THOMPSON (for himself and
Mr. FRIST):

S. 1931. A bill to provide that the U.S. Post
Office building that is to be located at 9 East
Broad Street, Cookeville, TN, shall be known
and designated as the “‘L. Clure Morton Post
Office and Courthouse’’; to the Committee on
Governmental Affairs.

By Mr. ABRAHAM:

S. 1932. A bill to amend the Federal Elec-
tion Campaign Act of 1971 to limit the
amount of nonconstituent contributions that
a candidate may accept, and for other pur-
poses; to the Committee on Rules and Ad-
ministration.

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. ROBB:

S. Res. 276. A resolution congratulating the
people of Mongolia on embracing democracy
in Mongolia through their participation in
the parliamentary elections held on June 30,
1996; to the Committee on Foreign Relations.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. THOMPSON (for himself
and Mr. FRIST):

S. 1931. A bill to provide that the
United States Post Office building that
is to be located at 9 East Broad Street,
Cookeville, Tennessee, shall be known
and designated as the ““L. Clure Morton
Post Office and Courthouse’; to the
Committee on Governmental Affairs.

THE L. CLURE MORTON POST OFFICE AND

COURTHOUSE DESIGNATION ACT OF 1996
® Mr. THOMPSON. Mr. President, | am
pleased to introduce a bill to designate
the post office and courthouse in
Cookeville, TN, the L. Clure Morton
Post Office and Courthouse. |1 am also
pleased that my collegue from Ten-
nessee, Senator BiILL FRIST, is joining
me as an original cosponsor.

After graduating from the University
of Tennessee’s School of Law in 1936, L.
Clure Morton spent 33 years in private
practice and as a special agent with the
Federal Bureau of Investigation. In
1970, President Richard Nixon ap-
pointed Morton a U.S. district court
judge in Nashville, TN. Judge Morton
was elevated to chief judge in 1977 and
took senior status in 1984. Presently
Judge Morton presides in the north-
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eastern division and lives in
Cookeville.

Middlet Tennessee trial lawyers and
judges alike comment on the absolute
fairness, intellectual honesty, innova-
tive sentencing, and no-nonsense man-
ner in which Judge Morton conducted
his courtroom over the past 26 years. A
jurist of great courage, Judge Morton
handled many controversial constitu-
tional issues not addressed by his pred-
ecessors. He dealt resolutely with the
issue of school integration in Nashville
and reforms in Tennessee’s prison, wel-
fare, and mental health systems.

The city council of Cookeville, TN,
recently passed a resolution to rec-
ommend this name change of the U.S.
post office and courthouse to honor
Judge Morton. The resolution reads as
follows:

“A resolution to (recommend to the United
States Senate) rename the United States
Post Office and Courthouse Building, 9 East
Broad Street, Cookeville, Tennessee, as the
L. Clure Morton Federal Building, to honor
Judge L. Clure Morton on the occasion of his
retirement.

““Whereas, the Honorable L. Clure Morton
has announced his intention to leave active
service as a United States judge for the Mid-
dle District of Tennessee, and retires to
Knoxville; and

“Whereas, Judge Morton was appointed
United States District Judge by President
Richard Nixon in 1970, and has performed his
duties with the utmost dedication and integ-
rity for over 25 years; and

“Whereas, he has handled the entire North-
eastern Division docket in Cookeville since
1970, and has presided exclusively in
Cookeville, Tennessee since 1984; and

“Whereas, Judge Morton has ruled from
the bench without passion or prejudice, seek-
ing only to uphold the Constitution and the
laws of the United States; and

“Whereas, Judge Morton is widely re-
spected and admired by his peers and associ-
ates in the legal profession and by members
of this community; and

“Whereas, this Council desires to recognize
the outstanding and lasting contributions
made by Judge Morton to the legal profes-
sion in middle Tennessee; and

“Whereas, Judge Morton’s chambers and
courtroom are located in the United States
Courthouse and Post Office Building, 9 East
Broad Street, Cookeville, Tennessee. Now,
therefore, be it

““Resolved by the Cookeville City Council,
That we recommend that the U.S. Post Of-
fice and Courthouse Building, 9 East Broad
Street, Cookeville, Tennessee, which has
housed an esteemed member of the judiciary
and an outstanding public servant for over a
quarter of a century, be renamed the L.
Clure Morton Federal Building, in recogni-
tion for his significant contributions as a
United States District Judge for the Middle
District of Tennessee.””

Middle Tennessee is a safer, fairer
place because Judge Morton served on
the bench. This legislation is an appro-
priate tribute to a man who so posi-
tively touched so many middle
Tennesseeans.

Mr. President, | ask unanimous con-
sent that the bill we introduce today
be printed in the RECORD.

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



July 8, 1996

S. 1931

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

SECTION 1. DESIGNATION OF L. CLURE MORTON
POST OFFICE AND COURTHOUSE.

The United States Post Office building
that is to be located 9 East Broad Street,
Cookeville, Tennessee, shall be known and
designated as the “‘L. Clure Morton Post Of-
fice and Courthouse”.

SEC. 2 REFERENCES.

Any reference in a law, map, regulation,
document, paper, or other record of the Unit-
ed States to the United States Post Office
building referred to in section 1 shall be
deemed to be a reference to the *“‘L. Clure
Morton Post Office and Courthouse’. ®

By Mr. ABRAHAM:

S. 1932. A bill to amend the Federal
Election Campaign Act of 1971 to limit
the amount of nonconstituent con-
tributions that a candidate may ac-
cept, and for other purposes; to the
Committee on Rules and Administra-
tion.

CAMPAIGN FINANCE REFORM LEGISLATION
® Mr. ABRAHAM. Mr. President, | rise
today to introduce a bill to reform our
campaign financing system. | am doing
so because | feel that it is important to
dispel the all too common notion that
candidates are improperly influenced
by campaign contributions. In my view
it is not difficult for an honest politi-
cian to arrange financing in a way that
avoids the appearance as well as the re-
ality of corruption. But, because too
few candidates choose to impose these
rules on themselves, we need legisla-
tion to show them the way.

When | ran for the Senate in 1994 |
voluntarily imposed limits on the con-
tributions | would accept from out-of-
State sources and from political action
committees. | refused to accept any
more than 20 percent of overall con-
tributions from PAC’s. | also refused to
accept more than 25 percent of overall
contributions from out-of-State do-
nors. | did this because | wanted to
make sure that the bulk of my support
came directly from Michiganians. And,
with this policy in place, | won hand-
ily.

I am certain that other candidates
would find that they can run successful
campaigns with such self-imposed lim-
its. More important, these limits would
increase politicians’ accountability to
their constituents and decrease the ap-
pearance of special interest influence.
Unfortunately, too few candidates ap-
pear willing to take the crucial step of
placing limits on their own campaigns.

Thus, to increase accountability, my
bill would codify limits similar to the
ones | imposed on myself in the 1994
campaign. All Federal candidates
would have to follow the same rules,
dictating that they receive no more
than 20 percent of overall contributions
from PAC’s and no more than 33 per-
cent of overall contributions from out-
of-State/district donors.

Additionally, in my bill, I have pro-
posed a system of PAC democracy. This
system would mandate that PAC’s re-
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ceive input from their donor-members,

whereby all donor-members would have

a vote in how and where the PAC dona-

tions are to be distributed.

Furthermore, | have proposed that
the individual contribution limit be in-
creased to reflect the monetary reali-
ties in 1996, and that this limit be in-
dexed each year after based on the
consumer price index.

I believe that campaign finance re-
form should begin at home—with can-
didates pledging to abide by their own
self-imposed limits. | have codified
contribution limits in my own cam-
paign finance reform bill; a bill which
| believe has the effect of permitting
candidates to speak freely while curb-
ing the influence of special interest
and out-of-State moneys. By limiting
these nonconstituent contributions, we
can increase communication between
candidates and voters, enabling voters
to make better, more informed deci-
sions concerning who can best rep-
resent them.

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

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

S. 1932

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

SECTION 1. LIMIT ON AMOUNT OF NON-
CONSTITUENT CONTRIBUTIONS AND
MULTICANDIDATE POLITICAL COM-
MITTEE CONTRIBUTIONS THAT A
CANDIDATE MAY ACCEPT.

Title 111 of the Federal Election Campaign
Act of 1971 (2 U.S.C. 431 et seq.) is amended
by adding at the end the following:

“SEC. 324. LIMIT ON AMOUNT OF NONCONSTITU-
ENT CONTRIBUTIONS AND POLITI-
CAL ACTION COMMITTEE CONTRIBU-
TIONS THAT A CANDIDATE MAY AC-
CEPT.

‘“(a) DEFINITION.—In this section, the term
‘nonconstituent source’ means—

‘(1) an individual that is a resident of a
State other than a candidate’s State (in the
case of a candidate for the Senate) or district
(in the case of a candidate for the House of
Representatives);

““(2) a multicandidate political committee
that, during any calendar year, accepts from
residents of a candidate’s State contribu-
tions in an amount that is not more than 10
percent of the total amount of contributions
accepted by the committee; and

“(3)(A) a separate segregated fund of a cor-
poration that does not have an office in the
candidate’s State (in the case of a candidate
for the Senate) or district (in the case of a
candidate for the House of Representatives);
and

‘“(B) a separate segregated fund of a labor
organization, membership organization, or
unincorporated cooperative not more than 10
percent of the members of which are resi-
dents of the candidate’s State (in the case of
a candidate for the Senate) or district (in the
case of a candidate for the House of Rep-
resentatives).

““(b) PROHIBITION.—A candidate for election
to the Senate or House of Representatives,
and the candidate’s authorized committees,
shall not accept for use in an election—

‘(1) an amount of contributions from non-
constituent sources that exceeds 33 percent
of the total amount of contributions accept-
ed by the candidate or candidate’s author-
ized committees; or
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“(2) an amount of contributions from
multicandidate political committees and
separate segregated funds that exceeds 20
percent of the total amount of contributions
accepted by the candidate or candidate’s au-
thorized committees.”.

SEC. 2. CONTROL OF CONTRIBUTIONS BY POLITI-
CAL ACTION COMMITTEES.

Title 111 of the Federal Election Campaign
Act of 1971 (2 U.S.C. 431 et seq.) (as amended
by section 1) is amended by adding at the end
the following:

“SEC. 325. CONTROL OF CONTRIBUTIONS BY
MULTICANDIDATE POLITICAL COM-
MITTEES AND SEPARATE SEG-
REGATED FUNDS.

““(a) IN GENERAL.—It shall be unlawful for
a multicandidate political committee or a
separate segregated fund established under
section 316(b) to make a contribution to or
an expenditure on behalf of, or an expendi-
ture in opposition to, a candidate or can-
didate’s authorized committee, political
party, or any other person unless the deci-
sion to make the contribution or expenditure
is made by vote of the contributors to the
multicandidate political committee or sepa-
rate segregated fund conducted in accord-
ance with the regulation issued by the Com-
mission under subsection (b).

“‘(b) REGULATION.—

“(1) IN GENERAL.—The regulation under
subsection (a) shall require, at a minimum,
that a multicandidate political committee or
separate segregated fund—

“(A) send to each of its contributors a
form, in the form set forth in paragraph (2),
for the contributor to return to the commit-
tee or fund that states the percentages in
which the contributor desires the amount of
contributions made by the contributor to be
contributed to the party organizations and
candidates of each political party;

“(B) make contributions and expenditures
in accordance with the percentages specified
by each contributor (unless a contributor
specifies percentages that total more than or
less than 100 percent, in which case contribu-
tions and expenditures shall be made to the
parties for which percentages are specified
pro rata); and

“(C) maintain the forms for a period of 5
years after the forms are returned to the
committee and allow inspection of the forms
by the Commission and by contributors to
the committee or fund.

“(2) FORM.—The form referred to in para-
graph (1)(A) is as follows:
“MULTICANDIDATE POLITICAL COMMIT-

TEE/SEPARATE SEGREGATED FUND

CONTRIBUTOR PARTICIPATION FORM

“Please indicate what percentage of your
contribution you want to go to the party or-
ganizations and/or candidates of each of the
political parties listed below*:

“(List all political parties that are on the of-
ficial ballot of the contributor’s State):
“EXAMPLES

““____ Republican Party

‘“_ Democratic Party

““____ Libertarian Party

““____ Natural Law Party

“  Reform Party

““____ American Independent Party

““__ Taxpayers’ Party

“ Party

“*If for any reason your specified percent-
ages total more or less than 100 percent,
your contribution will be allocated pro rata
in accordance with your indicated choices.

“This form must be kept on file for 5 years by
the multicandidate political committee or the
separate segregated fund and is subject to in-
spection by the Federal Election Commission
and by the contributors to the committee or the
fund.””.
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SEC. 3. INCREASE IN INDIVIDUAL CONTRIBUTION
LIMIT.

Section 315(a) of the Federal Election Cam-
paign Act of 1971 (2 U.S.C. 44la(a)) is amend-
ed—

(1) in subsection (a)(1)(A) by striking
*$1,000”" and inserting ‘$1,910"’; and

(2) by adding at the end the following:

““(9) INDEXING.—The $1,910 amount under
paragraph (1)(A) shall be increased as of the
beginning of each calendar year based on the
increase in the price index determined under
subsection (c), except that the base period
shall be calendar year 1996.”".®

ADDITIONAL COSPONSORS

S. 949
At the request of Mr. WARNER, the
name of the Senator from New Hamp-
shire [Mr. SMITH] was added as a co-
sponsor of S. 949, a bill to require the
Secretary of the Treasury to mint
coins in commemoration of the 200th
anniversary of the death of George
Washington.
S. 969
At the request of Mr. BRADLEY, the
name of the Senator from Virginia [Mr.
WARNER] was added as a cosponsor of S.
969, a bill to require that health plans
provide coverage for a minimum hos-
pital stay for a mother and child fol-
lowing the birth of the child, and for
other purposes.
S. 1493
At the request of Mr. LAUTENBERG,
the name of the Senator from Califor-
nia [Mrs. FEINSTEIN] was added as a co-
sponsor of S. 1493, a bill to amend title
18, United States Code, to prohibit cer-
tain interstate conduct relating to ex-
otic animals.
S. 1646
At the request of Mr. DOMENICI, the
name of the Senator from Utah [Mr.
BENNETT] was added as a cosponsor of
S. 1646, a bill to authorize and facili-
tate a program to enhance safety,
training, research and development,
and safety education in the propane
gas industry for the benefit of propane

consumers and the public, and for
other purposes.

S. 1731
At the request of Mr. CrRAIG, the

names of the Senator from South Caro-
lina [Mr. THURMOND] and the Senator
from Utah [Mr. HATCH] were added as
cosponsors of S. 1731, a bill to reauthor-
ize and amend the National Geologic
Mapping Act of 1992, and for other pur-
poses.
S. 1760

At the request of Ms. SNOWE, the
name of the Senator from Vermont
[Mr. JEFFORDS] was added as a cospon-
sor of S. 1760, a bill to amend part D of
title IV of the Social Security Act to
improve child support enforcement
services, and for other purposes.

S. 1799

At the request of Ms. SNOwWE, the
name of the Senator from Illinois [Mr.
SIMON] was added as a cosponsor of S.
1799, a bill to promote greater equity in
the delivery of health care services to
American women through expanded re-
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search on women’s health issues and
through improved access to health care
services, including preventive health
services.
S. 1838

At the request of Mr. FAIRCLOTH, the
name of the Senator from Arizona [Mr.
KyL] was added as a cosponsor of S.
1838, a bill to require the Secretary of
the Treasury to mint and issue coins in
commemoration of the centennial an-
niversary of the first manned flight of
Orville and Wilbur Wright in Kitty
Hawk, North Carolina, on December 17,
1903.

S. 1899

At the request of Mr. GRAHAM, his
name was added as a cosponsor of S.
1899, a bill entitled the ‘“Mollie Beattie
Alaska Wilderness Area Act.”

SENATE JOINT RESOLUTION 52

At the request of Mr. KyL, the name
of the Senator from Michigan [Mr.
ABRAHAM] was added as a cosponsor of
Senate Joint Resolution 52, a joint res-
olution proposing an amendment to the
Constitution of the United States to
protect the rights of victims of crimes.

AMENDMENT NO. 4410

At the request of Mr. GLENN the
name of the Senator from New York
[Mr. D’AMATO] was added as a cospon-
sor of amendment No. 4410 proposed to
S. 1745, an original bill to authorize ap-
propriations for fiscal year 1997 for
military activities of the Department
of Defense, for military construction,
and for defense activities of the De-
partment of Energy, to prescribe per-
sonnel strengths for such fiscal year
for the Armed Forces, and for other
purposes.

SENATE RESOLUTION  276—CON-
GRATULATING THE PEOPLE OF
MONGOLIA

Mr. ROBB submitted the following
resolution; which was referred to the
Committee on Foreign Relations:

S. REs. 276

Whereas Mongolia conducted elections on
June 30, 1996, for its unicameral national
parliament, the Great Hural;

Whereas Mongolian voters cast their bal-
lots in a peaceful and orderly fashion at 1590
polling places, choosing from among 351 can-
didates representing 11 different parties and
coalitions;

Whereas the primary issues facing Mongo-
lian voters were the scope and pace of con-
tinued democratization and economic liber-
alization;

Whereas the former Communist Mongolian
People’s Revolutionary Party (MPRP) suf-
fered a dramatic and unexpected loss at the
polls, and the Democratic Union Coalition
won majority control of the Great Hural;

Whereas the Democratic Union Coalition
espoused a policy of strengthening demo-
cratic institutions, implementing free mar-
ket economic reforms, and strengthening the
independence of the judiciary;

Whereas voter turnout exceeded 87 percent
according to preliminary reports;

Whereas an international election observa-
tion team led by former Secretary of State
James A. Baker traveled to nine different
areas of Mongolia to observe pre-election
day preparations and Mongolian citizens vot-
ing on election day; and
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Whereas the United States election observ-
ers judged the election to be free, peaceful,
and fair, with the results respected by all
sides: Now, therefore, be it

Resolved, That the Senate hereby congratu-
lates the people of Mongolia for—

(1) overwhelmingly embracing democracy
through their participation in the June 30,
1996, elections for the national parliament,
the Great Hural;

(2) conducting free, fair, and credible elec-
tions;

(3) continuing to build on the progress of
the past and moving further away from their
previous dependence on a communist system;
and

(4) serving as an example to the peoples of
East Asia who seek further democratization
of their countries.

SEC. 2. The Secretary of the Senate shall
transmit a copy of this resolution to the
President with the request that he further
transmit such copy to the Government of
Mongolia.

Mr. ROBB. Mr. President, during our
short Independence Day recess, there
were a number of elections overseas
that captured our attention.

Certainly the most important in-
volved the reelection of Boris Yeltsin
as President of Russia—a positive de-
velopment for democracy abroad, and a
defeat for the Communist Party there
that unfortunately maintains the sup-
port of a sizable portion of the elector-
ate.

Another election that might have
gone otherwise unnoticed, except for
the stunning results which it produced,
occurred in Mongolia on June 30.

I had the opportunity to join with
former Secretary of State Jim Baker
and several other distinguished observ-
ers in visiting polling stations across
the plains of Mongolia to watch democ-
racy in action.

Mr. President, what occurred in Mon-
golia a week ago Sunday was truly his-
toric.

Parliamentary elections there pro-
duced dramatic results: Democratic re-
formers upended the ruling former
Communist Party seized majority con-
trol of the legislature for the first
time, and are now in position to set
this vast country on a bold new course.

The seismic political shift in Mongo-
lia was unexpected, to say the least.

The ruling Mongolian People’s Revo-
lutionary Party [MPRP] held 71 of 76
seats in the Great Hural, Mongolia’s
unicameral legislature.

U.S. Embassy cable reporting just
days before the vote suggested that the
democratic opposition parties would be
doing well to win 25 seats. But Em-
bassy officials cautioned that their
sources believed that was something of
an optimistic projection.

Mr. President, the democratic opposi-
tion won twice that number of seats
and assumed majority responsibility
for Mongolia’s future in the process.

The electoral math confirms that 50
of 76 parliamentary seats were won by
the Democratic Union Coalition Party.

The former Communist Mongolian
People’s Revolutionary Party dropped
from 71 to 24 seats in the Great Hural.

The MPRP, Mongolia’s ruling party
since 1923, was unceremoniously
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bounced right out of office. Moreover,
leading MPRP officials—the Foreign
Minister, two Deputy Prime Ministers,
the Labor Minister, and the head of the
MPRP—not only lost majority control,
but lost their seats in the Great Hural
as well.

U.S. election observers covered more
than 1,000 kilometers making nine
stops over 2 days observing first hand
the careful approach to preparations as
well as the actual conduct of elections.
I believe | can speak for the entire
group in stating that Mongolian offi-
cials were meticulous in administering
the elections.

On election day, voter names were
checked carefully on the registration
rolls; actual ballots were handled with
great care and efficiency; party rep-
resentatives were provided unimpeded
viewing access at polling stations; all
ballot counting procedures were acces-
sible to pollwatchers and international
observers alike; and many vote totals
were counted three, four, and five
times over for accuracy.

Mr. President, though most Mongoli-
ans had to cover vast distances on foot
or horseback, more than 87 percent of
eligible voters turned out for what we
observed to be free, fair, and trans-
parent elections, without a hint of
fraud.

As election observers, our primary
concern involved the process—not nec-
essarily the result—but we could not
ignore history being made before our
very eyes.

The Democratic Union Coalition of-
fered a political and economic prescrip-
tion that obviously resonated with a
broad cross section of the population,
particularly the younger voters from
Mongolian herdsmen to city workers in
Ulaanbattar.

The new coalition party vows to
make government more transparent. It
hopes to strengthen local decision-
making, make the judiciary more inde-
pendent, and accelerate decentraliza-
tion of the economy.

The party endorses privatizing 60 per-
cent of state-owned enterprises by the
year 2000.

It is a very progressive agenda.

Mr. President, given the harsh eco-
nomic and social challenges facing
Mongolia, it will be extremely difficult
for the new parliamentarians to meet
expectations, so our support will be
crucial.

In our post-election meeting with
President Ochirbat on Monday, |
pledged to explore the idea of legisla-
tive exchanges that would help the ap-
proximately 80 percent of the newly
elected Great Hural members who have
no prior legislative experience.

Deputy Assistant Secretary of State
for East Asian Affairs, Kent Wiede-
mann, pledged similar cooperation
from the executive branch of our Gov-
ernment. And former Secretary Baker
agreed to encourage renewed inter-
national support from the nations he
dealt with when he convened the origi-
nal Mongolian Donors Group.
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Mr. President, today, | am submit-
ting a Senate resolution that congratu-
lates the people of Mongolia for: First,
embracing democracy in these par-
liamentary elections; second, conduct-
ing free, fair, and credible elections;
third, building on the progress of the
past and moving further away from
their previous dependence on a Com-
munist system; and fourth, serving as
an example to other East Asian coun-
tries that the people deserve a voice in
choosing their government.

That last point is worth keeping in
mind.

I believe the winds of democratic
change are getting stronger in East
Asia.

The Philippines, Cambodia, South
Korea, Hong Kong, Taiwan—and now
Mongolia.

The trend toward democratization
and economic liberalization is undeni-
able. What happened in Mongolia rep-
resents a geopolitical step in the right
direction for East Asia.

Mr. Speaker, the day I left Mongolia,
President Ochirbat said to me, ‘“‘De-
mocracy in Mongolia has become irre-
versible and the people have a strong
confidence in it.”” Well we now have a
strong confidence in the people of Mon-
golia, and applaud them for joining the
democratic community of nations.

Mr. President, in closing | would like
to offer a brief word of thanks to the
Asia Foundation, which helped orga-
nize this election observation mission,
the International Republican Institute
for its sustained efforts at party-build-
ing within Mongolia, and fellow elec-
tion observers who joined me on the
trip.

They were: former Secretary of State
Jim Baker, current Deputy Assistant
Secretary for East Asian and Pacific
Affairs Kent Wiedemann, former Sen-
ator Dick Clark, former Congressman
Elliot Levitas, M. Graeme Bannerman,
of Bannerman & Associates, Casimir
Yost, of the Georgetown University In-
stitute of Diplomacy, and David Car-
roll, of the Carter Center in Atlanta.

Our Ambassador in Ulaanbaatar,
Donald C. Johnson, deserves special
commendation in particular for help-
ing to organize the election monitoring
trip. We had an opportunity to visit
with voters at various sites around the
country, and benefited from his and
Deputy Chief of Mission Llewellyn

Hedgbett’s advice and counsel along
the way.
Mr. MOYNIHAN. Mr. President, |

ask, if I may, to speak for 1 minute in
morning business.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MOYNIHAN. Mr. President, | am
sure | could speak for the Senate in ex-
pressing our appreciation to the Sen-
ator from Virginia for his services as
an election observer in that distin-
guished company, and the auspicious
outcome. But perhaps not sufficiently
noticed, we are creating a new institu-
tion in the world—the election observ-
ers. | am sure they were from more
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than just the United States—in
Ulaanbaatar—something hardly con-
ceivable 30 years ago and now natural
and increasingly important.

| thank the Senator from Virginia.

AMENDMENTS SUBMITTED

THE SMALL BUSINESS JOB
PROTECTION ACT OF 1996

KENNEDY AMENDMENT NO. 4435

Mr. KENNEDY proposed an amend-
ment to the bill (H.R. 3448) to provide
tax relief for small businesses, to pro-
tect jobs, to create opportunities, to
increase the take home pay of workers,
and for other purposes; as follows:

Strike Title Il and replace with the follow-
ng:

Title ll—Labor Provisions
SECTION 1. INCREASE IN THE MINIMUM WAGE
RATE.

(a) IN GENERAL.—Section 6(a)(1) of the Fair
Labor Standards Act of 1938 (29 U.S.C.
206(a)(1)) is amended to read as follows:

““(1) except as otherwise provided in this
section, not less than $4.25 an hour during
the period ending July 4, 1996, not less than
$4.70 an hour during the year beginning July
5, 1996, and not less than $5.15 an hour after
July 4, 1997;”.

(b) EMPLOYEES WHO ARE YOUTHS.—Section
6(a) of the Fair Labor Standards Act of 1938
(29 U.S.C. 206(a)) is amended—

(1) in paragraph (4), by striking *; or’” and
inserting a semicolon;

(2) in paragraph (5), by striking the period
at the end thereof and inserting *‘; or’’; and

(3) by adding at the end thereof the follow-
ing new paragraph:

““(6) if the employee—

“(A) is not a migrant agricultural worker
or a seasonal agricultural worker (as defined
in paragraphs (8) and (10) of section 3 of the
Migrant and Seasonal Agricultural Worker
Protection Act (29 U.S.C. 1802 (8) and (10))
without regard to subparagraph (B) of such
paragraphs and is not a nonimmigrant de-
scribed in section 101(a)(15)(H)(ii)(a) of the
Immigration and Nationality Act (8 U.S.C.
1101(a)(15)(H)(ii)(a)); and

““(B) has not attained the age of 20 years,
not less than $4.25 an hour during the first 30
days in which the employee is employed by
the employer, and, thereafter, not less than
the applicable wage rate described in para-
graph (1).”.

(c) EMPLOYEES IN PUERTO RICO.—Section
6(c) of the Fair Labor Standards Act of 1938
(29 U.S.C. 206(c)) is amended to read as fol-
lows:

“(c) The rate or rates provided by sub-
section (a)(1) shall be applicable in the case
of any employee in Puerto Rico except an
employee described in subsection (a)(2).”".
SEC. 2. EXEMPTION OF COMPUTER PROFES-

SIONALS FROM CERTAIN WAGE RE-
QUIREMENTS.

Section 13(a) of the Fair Labor Standards
Act of 1938 (29 U.S.C. 213(a)) is amended—

(1) by striking the period at the end of
paragraph (16) and inserting ‘; or’’; and

(2) by adding at the end thereof the follow-
ing new paragraph:

““(17) any employee who is a computer sys-
tems analyst, computer programer, software
engineer, or other similarly skilled worker,
whose primary duty is—

“(A) the application of systems analysis
techniques and procedures, including con-
sulting with users, to determine hardware,
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software,
tions;

“(B) the design, development, documenta-
tion, analysis, creation, testing, or modifica-
tion of computer systems or programs, in-
cluding prototypes, based on and related to
user or system design specifications;

“(C) the design, documentation, testing,
creation, or modification of computer pro-
grams related to machine operating systems;
or

‘(D) a combination of duties described in
subparagraph (A), (B), and (C) the perform-
ance of which requires the same level of
skills, and

who, in the case of an employee who is com-
pensated on an hourly basis, is compensated
at a rate of not less then $27.63 an hour.”.
SEC. 3. USE OF AN EMPLOYER-OWNER VEHICLE.

(a) IN GENERAL.—Section 4 of the Portal-
to-Portal Act of 1947 (29 U.S.C. 254) is amend-
ed by inserting at the end the following:

““(e) For purposes of subsection (a), the use
by an employee of an employer-owned vehi-
cle to initially travel to the actual place of
performance of the principal activity which
such employee is employed to perform at the
start of the workday and to ultimately trav-
el to the home of the employee from the ac-
tual place of performance of the principal ac-
tivity which such employee is employed to
perform at the end of the workday shall not
be considered an activity for which the em-
ployer is required to pay the minimum wage
or overtime compensation if—

““(1) such employee has chosen to drive
such vehicle pursuant to a knowing and vol-
untary agreement between such employer
and such employee or the representative of
such employee and such agreement is not a
condition of employment;

““(2) such employee incurs no costs for driv-
ing, parking, or otherwise maintaining the
vehicle of such employer;

““(3) the worksites to which such employee
is commuting to or from are within the nor-
mal commuting area of the establishment of
such employer; and

““(4) such vehicle is of a type that does not
impose substantially greater difficulties to
drive than the type of vehicle that is nor-
mally used by individuals for commuting.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (c) shall take effect on
the date of enactment of this Act and shall
apply in determining the application of sec-
tion 4 of the Portal-to-Portal Act of 1947 (29
U.S.C. 254) to an employee in any civil sec-
tion brought before such date of enactment
but pending on such date.

or system functional specifica-

NOTICE OF HEARING

COMMITTEE ON ENERGY AND NATURAL
RESOURCES

Mr. MURKOWSKI. Mr. President, |
would like to announce that a full com-
mittee hearing has been scheduled be-
fore the Committee on Energy and Nat-
ural Resources.

The hearing will take place Wednes-
day, July 17, 1996, at 9:30 a.m., in room
SD-366 of the Dirksen Senate Office
Building in Washington, DC.

The purpose of this hearing is to re-
ceive testimony on S. 1920, a bill to
amend the Alaska National Interest
Lands Conservation Act, and for other
purposes.

Those who wish to testify or to sub-
mit written testimony should write to
the Committee on Energy and Natural
Resources, U.S. Senate, Washington,
DC, 20510. Presentation of oral testi-

CONGRESSIONAL RECORD —SENATE

mony is by committee invitation. For
further information, please contact Jo
Meuse or Brian Malnak at (202) 224-
6730.

AUTHORITY FOR COMMITTEES TO
MEET

SELECT COMMITTEE ON INTELLIGENCE

Mr. LOTT. Mr. President, | ask unan-
imous consent that the Select Commit-
tee on Intelligence be authorized to
meet during the session of the Senate
on Monday, July 8, 1996, at 6 p.m., to
hold a closed briefing on intelligence
matters.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ADDITIONAL STATEMENTS

CHURCH ARSON PREVENTION ACT
OF 1996

® Mr. FRIST. Mr. President, | rise
today to comment on the Church Arson
Prevention Act of 1996 which passed
this body on June 26, 1996. |1 applaud
the efforts of my colleagues, Senators
FAIRCLOTH and KENNEDY, Iin proposing
a quick course of action which will
take us one step closer to putting an
end to these terrible acts on our Na-
tion’s places of worship.

Mr. President, since January 1995,
there have been 75 fires in churches na-
tionwide. Thirty-six fires have oc-
curred in predominantly African-Amer-
ican churches in the Southeast United
States. Over the past year and a half,
there have been several church burn-
ings in my home State of Tennessee, a
total of six this year alone. Some of
these fires may turn out to be acci-
dents but others were clearly set inten-
tionally. It is my belief that the indi-
viduals who set these fires must be
prosecuted and punished to the fullest
extent possible.

The people of Tennessee have joined
together to help heal the deep wounds
from the loss of these local churches.
Like the people of Tennessee, the peo-
ple of America demanded that we pass
this legislation. H.R. 3525 demonstrates
America’s commitment to protecting
houses of worship across philosophical
and geographical boundaries, but more
important, it demonstrates that we are
united in this effort.

Mr. President, | truly believe that
the local authorities are the best re-
source to investigate and solve these
types of crimes. This bill does not un-
dermine, or in any way suggest, that
the local authorities are not capable of
solving these crimes. Rather, the bill
helps to deal with special difficulties
involved when criminals move from
State to State and where Federal as-
sistance and a Federal statute is need-
ed to adequately resolve the problem.

This bipartisan bill is a tremendous
resource to help to rebuild the church-
es and help law enforcement officials
investigate and prosecute those respon-
sible. It has four main components.
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First, it amends the Federal Criminal
Code to make it easier to prosecute
cases of destruction of religious prop-
erty. Currently, in cases of destruction
of religious property, there is a re-
quirement that the damage exceed
$10,000. Moreover, there is a stringent
interstate commerce requirement. This
bill eliminates the monetary require-
ment and replaces the interstate com-
merce requirement with a more sen-
sible scheme that will expand the scope
of a prosecutor’s ability to prosecute
church arsons and other acts of reli-
gious desecration.

The bill also conforms the penalty
for church arson and the statute of
limitations to that of the Federal
arson statute, thus raising the maxi-
mum potential penalty for church
arson from 10 to 20 years and the stat-
ute of limitations from 5 to 7 years.

The bill also gives HUD authority to
use up to $5 million from an existing
and already appropriated fund to ex-
tend loan guarantees to financial insti-
tutions who make loans to 501(c)(3) or-
ganizations that have been damaged as
a result of terrorism or arson.

Mr. President, | applaud the efforts
of private corporations and local chari-
table organizations in their efforts to
provide the vital funds necessary to
help rebuild many of these churches. |
would urge that the people of this
great country continue to dig deep into
their own pockets, and continue play-
ing a critical role in helping their
neighbors to rebuild their local church.

In order to help State and local au-
thorities investigate the crimes, H.R.
3525 authorizes funding for the Treas-
ury and the Justice Department to
help train local law enforcement offi-
cials investigating church arson.

Mr. President, growing up and rais-
ing my family in the South, | under-
stand the role that the local church
plays in the lives of the community
and in the lives of the people of Ten-
nessee. The burnings in question serve
as an attack on one of our Nation’s
most sacred institutions. We must act
now to put an end to these crimes and
to bring those responsible to justice.

I applaud my colleagues who joined
me in supporting H.R. 3525. Together
we are sending a clear statement that
this type of crime is unacceptable and
those responsible will be severely pun-
ished.o

BUDGET SCOREKEEPING REPORT

e Mr. DOMENICI. Mr. President, |
hereby submit to the Senate the budg-
et scorekeeping report prepared by the
Congressional Budget Office under sec-
tion 308(b) and in aid of section 311 of
the Congressional Budget Act of 1974,
as amended. This report meets the re-
quirements for Senate scorekeeping of
section 5 of Senate Concurrent Resolu-
tion 32, the first concurrent resolution
on the budget for 1986.

This report shows the effects of con-
gressional action on the budget
through June 28, 1996. The estimates of
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budget authority, outlays, and reve-
nues, which are consistent with the
technical and economic assumptions of
the 1996 concurrent resolution on the
budget, House Concurrent Resolution
67, show that current level spending is
above the budget resolution by $15.5
billion in budget authority and by $14.3
billion in outlays. Current level is $79
million below the revenue floor in 1996
and $5.5 billion above the revenue floor
over the 5 years 1996-2000. The current
estimate of the deficit for purposes of
calculating the maximum deficit
amount is $260.1 billion, $14.4 billion
above the maximum deficit amount for
1996 of $245.7 billion.

Since my last report, dated June 4,
1996, there has been no action to
change the current level of budget au-
thority, outlays, or revenues.

The report follows:
U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, July 8, 1996.
Hon. PETE V. DOMENICI,
Chairman, Committee on the Budget,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The attached report
for fiscal year 1996 shows the effects of Con-
gressional action on the 1996 budget and is
current through June 28, 1996. The estimates
of budget authority, outlays and revenues
are consistent with the technical and eco-
nomic assumptions of the 1996 Concurrent
Resolution on the Budget (H. Con. Res. 67).
This report is submitted under Section 308(b)
and in aid of Section 311 of the Congressional
Budget Act, as amended.

Since my last report, dated June 3, 1996,
there has been no action to change the cur-
rent level of budget authority, outlays or
revenues.

Sincerely,
JAMES L. BLUM
(for June E. O’Neill, Director).

THE CURRENT LEVEL REPORT FOR THE U.S. SENATE, FIS-
CAL YEAR 1996, 104TH CONGRESS, 2D SESSION, AS
OF CLOSE OF BUSINESS JUNE 28, 1996

[In billions of dollars]

Budget Current
resolution Current  level over/
H. Con. level under res-
Res. 67 olution
ON-BUDGET
Budget authority 1,285.5 1,301.1 155
Outlays 1,288.2 1,302.5 143
Revenues:
1996 ... 1,042.5 1,042.4 —-0.1
19962000 .. 5,691.5 5,697.0 5.5
Deficit .......... 245.7 260.1 14.4
Debt subject to limit 5,210.7 5,073.4 —137.3
OFF-BUDGET
Social Security outlays:
R 299.4 299.4 0.0
1996-2000 .....ocvvreriverirriins 1,626.5 1,626.5 0.0
Social Security revenues:
199 ... 3747 3747 0.0
1996-2000 .. 2,061.0 2,061.0 0.0

Note.—Current level numbers are the estimated revenue and direct
spending effects of all legislation that Congress has enacted or sent to the
President for his approval. In addition, full-year funding estimates under
current law are included for entitlement and mandatory programs requiring
annual appropriations even if the appropriations have not been made. The
current level of debt subject to limit reflects the latest U.S. Treasury infor-
mation on public debt transactions.

1The discretionary spending limits for budget authority and outlays for
the Budget Resolution have been revised pursuant to Section 103(c) of P.L.
104-121, the Contract with America Advancement Act.
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S7419

THE ON-BUDGET CURRENT LEVEL REPORT FOR THE U.S.
SENATE, 104TH CONGRESS, 2D SESSION—SENATE
SUPPORTING DETAIL FOR FISCAL YEAR 1996 AS OF
CLOSE OF BUSINESS JUNE 28, 1996—Continued

[In millions of dollars]

Budget Budget
authority Outlays Revenues authority Outlays Revenues
Enacted in Previous Sessions Entitlements and Mandatories
REVENUES ..ooovvvvrrrcseieieercs - -~ 1,042,557  Budget resolution baseline esti-
Permanents and other spending mates of appropriated entitle-
legislation ............ 830,272 798,924 - ments and other mandatory pro-
Appropriation legislation - 242,052 - grams not yet enacted ............... 11,913 13,951 -
Offsetting receipts .... —200,017 —200,017 -
Total current level4 ........... 1,301,058 1,302,495 1,042,421
Total previously enacted ... 630,254 840,958 1,042,557 u v
- ) Total budget resolution ..... 1,285,515 1,288,160 1,042,500
Enacted in First Session Amount remaining:
Appropriation bills: Under budget resolution - -- 79
1995 Rescissions and Depart- Over budget resolution .. 15,543 14,335 -
ment of Defense Emer- - - — - -
?;rﬂcylgngl)ementals Act 100 o5 Se;tz#mb elrogagﬁggéowdes funding for specific appropriated accounts until
1995 Rescissions and Emer- 2This bill, Y_also feferred to as the sixth continuing resolution for 1996,
gency Supplementals for provides funding until September 30, 1996 for specific appropriated ac-
Disaster Assistance Act counts. . X .
(P.L. 104-19) ........... 22 —3,149 -~ 3The effects of this Act on budget authority, outlays and revenues begin
Agriculture (P.L. 104-37) .. 62,602 45,620 -- i fiscal year 1997. )
Defense (P.L. 104—61) ........... 243,301 163,223 - “4In accordance with the Budget Enforcement Act, the total does not in-
Energy and Water (P.L. 104~ clude $4,551 million in budget authority and $2,458 million in outlays for
19,336 11,502 --  funding of emergencies that have been designated as such by the President
Leglslauve Branch (PL 05— and the Congress.
2,125 1,977 - 5Less than $500,000.
Notes: Detail may not add due to rounding.s
11,177 3,110 -
Transportatlon (P.L. 104~ 50) 12,682 11,899 -
Treasury, Postal Service (P.L.
104-52) ..o 23,026 20,530 - COLORADO AVALANCHE BRING
Offsetting receipts —17,946 —7,946 --
Authorization bills: STANLEY CUP TO DENVER
Self-Employed Health Insur- H i
ance AL (L 1067) 18 _18 o ® Mr. I_BROWN. Mr. President, | rise to
Alaska Native Claims Settle- recognize and congratulate the Colo-
ment Act (P.L. 104-42) ... 1 1 - H
Fishbrmens Protective Act rado Avalanche_ of the Natlopal H_oclfey
Amendments of 1995 (P.L. League for their endeavors in bringing
Per}s",f';;}g)Aé-r - ©) ~ the Stanley Cup to Denver. In the
modities Act (P.L. 104-48) 1 ©) 1 early-morning hours of June 11, the
Alaska Power Administration H H H
Sale Act (PL. 104-58) ... —20 _% _Avalanche, in the third ovc_artlme, were
ICC Termination Act (PL able to defeat the determined Florida
-— -— 5)
104-88) o ® Panthers, a team that has worked ex-
Total enacted first session ... 366,191 245,845 -100 tremely hard in their 3 years of exist-
Enacted in Second Session ence to get to where they are tod_ay.
Appropriation bills: The Panthers, even three games behind
Ninth Continuing Resolution in the series, had every intention of
(P.L. 104-99)1 -1111  -1313 - T f
Distict of Columbia bringing the Stanley Cu_p to the Citrus
712 712 - State. No doubt Miami Arena was a
12,104 5936 _.popular place in the late-spring Florida
o ) —44 —44 - heat.
mnibus Rescission and Ap: H H
propriations Act of 1996 The Avalanche have been playing in
(P.L 104-134) ... 330,746 246,113 - Colorado for only 1 year, and already
Offsetting receipts —63682 55154 ~ have become the first professional
Authorization bills: 2 A p A
Gloucester Marine Fisheries team in Denver to win a major na-
Act (P.L. 104-91)2 . 14,054 5,882 - e : :
Smithsonian Mstitution Com- tional championship. | expect names
Toeﬂ%rg)tlve Coin Act (P.L. s s like Joe Sakic, Peter Forsberg, and
Saddleback Mountain Arizona’ Patrick Roy, will soon join the long
?Stztlemem Act (P.L. 104- . list of Colorado’s athletic heroes, the
Teleco%,ﬁgg;g‘gﬁgﬁ;‘x&"0} """ - B ~ likes of John Elway, Andres Galarraga,
. 199és (le.tL.Slt)t4—1%4)3 - - - and Rashaan Salaam.
aﬂgm,;eR'el,f(ST o Coloradans and others in the Rocky
" t i -1 -1 - Mountain region are used to the cold
at'lgr,']aActeo}mfge%“(p°L“2a' and identify with athletes who make
Et104—106fc o 369 367 - their living on the ice. The crowd of
N thoities of ?h'g Dxe%';'r?.g nearly 450,000 fans which lined 17th
rgeft f&Velt%ans Affairs 5 5 Street in Denver to greet their heroes
To(av'vérd c;ngre)ssi‘ _ ~ is a testimony to the immense support
gedhal to r?'ﬂth1329181'{|y . . the Avalanche will enjoy for years to
raham (P.L. - -
An Act pmvgding for Tax %en_ © © come. We are indeed honored to have
gﬁts_ff";fmed F.Ofcescin our State’s name inscribed on the his-
osnia, rerzegovina, Cro- .
atia and Macedonia (P.L. toric Stanley Cup.
cOggg&mgh'Aﬁiékééi{d -------- - - -3 I ask that the names of the team
wi I - -
vancement Act (P.L. 104— members anql coac_hlng staff of the Ava-
Agrligl}l)tu'r'é"|'H{;3f6{/e"r}iéﬁ't"éiﬁa" —120 -6 - lanche be printed in the RECORD.
Reform Act (PL. 94-127) —3%5 — 744 - The names follow:
Federal Tea Tasters Repeal =
et of 1996 (PL. 104-128) B - o 1995-96 COLORADO AVALANCHE
Antiterrorism and Effective Rene Corbet, Adam Deadmarsh,
[fgi‘_hlgze)”a"““(” ........ B B , Shephane Fiset, Adam Foote, Peter
Forsberg, Alexei Gusarov, Valeri
Total enacted second ses- Kamens?( Mike Keane, Jon Klemm
................................ 202699 201,740 —36 Y, , )

Uwe Krupp, Sylvain Lefebvre, Claude
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Lemieux, Curtis Leschyshyn, Troy
Murray, Sandis Ozolinsh, Mike Ricci,
Patrick Roy, Warren Rychel, Joe
Sakic, Chris Simon, Craig Wolanin,
Stephane Yelle, and Scott Young.

Head coach: Marc Crawford; assistant
coaches: Jacques Martin and Joel
Quenneville; goaltending coach:
Jacques Cloutier; and general manager:
Pierre Lacroix.e

ORDER OF PROCEDURE

Mr. LOTT. Mr. President, | had in-
tended to ask unanimous consent that
the Senate proceed to the immediate
consideration of Calendar No. 374, H.R.
2337, which is the taxpayers’ bill of
rights No. 2. 1 had thought that there
was no objection to this, but | under-
stand perhaps there are some amend-
ments that have been committed to
with regard to this legislation. There-
fore, the Democratic leader indicated
that he could not go along with a unan-
imous-consent request at this time. So
I will not propound that request.

But | really regret it, because | do
think the taxpayers’ bill of rights is
something that has bipartisan support.
It has been pending now for about 6
weeks or more. It has been sort of
caught up in the minimum wage/small
business tax relief issue, and | thought
since those issues were being unbound
here this week that we could take up
the taxpayers’ bill of rights.

I will discuss that with the leader
again to see if we can get a tight time
agreement on it.
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UNANIMOUS-CONSENT
AGREEMENT—S. 1745

Mr. LOTT. Mr. President, | ask unan-
imous consent that the Senate resume
consideration of the Department of De-
fense authorization bill at 11:30 a.m. on
Wednesday, with the remaining 30 min-
utes of debate in order as previously di-
vided. Further, that the vote occur on
passage of the defense bill at 12 noon
and that the previously scheduled
votes begin immediately following
final passage.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ORDERS FOR TUESDAY, JULY 9,
1996

Mr. LOTT. Mr. President, | ask unan-
imous consent that when the Senate
completes its business today, it stand
in adjournment until the hour of 9:30
a.m. on Tuesday, July 9; further, that
immediately following the prayer, the
Journal of proceedings be deemed ap-
proved to date, no resolutions come
over under the rule, the call of the cal-
endar be dispensed with, the morning
hour be deemed to have expired, and
the time for the two leaders be re-
served for their use later in the day. |
also ask unanimous consent that the
Senate immediately resume consider-
ation of H.R. 3448, with the time until
12:30 p.m. equally divided between Sen-
ators ROTH and MOYNIHAN, or their des-
ignees; and further, that the Senate
stand in recess between the hours of
12:30 p.m. to 2:15 p.m. for the weekly
policy conferences to meet.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. LOTT. Mr. President, | further
ask unanimous consent that with re-
gard to the voting sequence beginning
at 2:15 p.m. on Tuesday, the Senate
first vote be on the Bond amendment
No. 4272, to be followed by a vote on the
Kennedy amendment No. 4435.

The PRESIDING OFFICER. Without
objection, it is so ordered.

PROGRAM

Mr. LOTT. Mr. President, for the in-
formation of all Senators, the Senate
will resume consideration of the small
business tax package legislation to-
morrow morning. Under the order, the
Senate will vote on the pending amend-
ments to that bill beginning at 2:15
p.m. on Tuesday. Following the 2:15
p.m. votes, the Senate will begin con-
sideration of S. 295, the TEAM Act,
under the provisions of the previous
consent agreement. The Senate will re-
cess on Tuesday from 12:30 p.m. to 2:15
p.m. for the policy luncheons.

Also as a reminder, at 10 a.m. on
Wednesday, there will be a joint meet-
ing of Congress to hear an address by
the Prime Minister of Israel.

ADJOURNMENT UNTIL 9:30 A.M.
TOMORROW

Mr. LOTT. Mr. President, if there is
no further business to come before the
Senate, |1 now ask unanimous consent
that the Senate stand in adjournment
under the previous order.

There being no objection, the Senate,
at 6:36 p.m., adjourned until Tuesday,
July 9, 1996, at 9:30 a.m.
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EXTENSIONS OF REMARKS

DEPARTMENT OF TRANSPOR-
TATION AND RELATED AGEN-
CIES APPROPRIATIONS ACT, 1997

SPEECH OF

HON. JACK QUINN

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Thursday, June 27, 1996

The House in Committee of the Whole
House on the State of the Union had under
consideration the bill (H.R. 3675) making ap-
propriations for the Department of Transpor-
tation and related agencies for the fiscal
year ending September 30, 1997, and for other
purposes:

Mr. QUINN. Mr. Chairman, | rise to express
my congratulations to Chairman LIVINGSTON,
Subcommittee Chairman WOoLF, and the entire
Appropriations Subcommittee on Transpor-
tation for the tremendous job they have done
on this legislation. | do however, wish to ex-
press two concerns that | have in the hope
that they may be resolved as this process
moves forward.

First, | would like to express my deep con-
cern regarding a provision in the fiscal year
1997 transportation appropriations legislation
that will undermine the implementation of an
important consumer rights program. As writ-
ten, this legislation weakens the American
Automobile Labeling Act [AALA] which is ad-
ministered by the National Highway Traffic
Safety Administration [NHTSA].

The AALA was enacted in 1994 and simply
requires new motor vehicles to contain a label
providing basic information regarding domestic
and foreign content.

The purpose of the act is to give consumers
vital information about the origin of motor vehi-
cles and parts and for thousands of consum-
ers. This information plays an important role in
their decisions on which automobile to pur-
chase. The act enables consumers who wish
to buy American to do so, knowing that the in-
formation displayed on automobiles regarding
domestic content is accurate and reliable.

This helps to promote American jobs in the
assembly of vehicles and in the production of
auto parts.

Under this program, suppliers are required
to provide information about the origin of the
equipment they supply. In order to comply with
the labeling provisions, the vehicle maker
must know about the origin of each part or
item of equipment used during assembly.

The act requires NHTSA to implement the
program to ensure compliance, including a
procedure to verify the accuracy of labeling in-
formation.

To that end, NHTSA has requested
$500,000 in funding to conduct audits related
to the enforcement of the requirements of the
act. Without these audits, this program will not
fulfill its important objectives as mandated by
Congress.

Unfortunately, the fiscal year 1997 transpor-
tation spending bill denies NHTSA's request
for resources needed to properly enforce the
AALA program. Unless this modest funding re-

quest is granted, the intent of the AALA pro-
gram will be severely weakened at the ex-
pense of consumers.

As this legislation moves through the legis-
lative process, | strongly urge Congress to re-
verse this action and take into account the im-
portant goals embodied in the AALA vehicle
labeling requirements.

AMTRAK FUNDING

Second, while | realize that Congress is ad-
dressing many difficult budget challenges, |
would like to express my strong support of
Amtrak. | believe that a safe, convenient, and
effective National Passenger Rail System is
not a luxury, but a basic component of our
economy and society. The United States
should not become the only major industrial
country in the world without this service.

Amtrak plays a vital role in the national
economy and it offers a viable alternative to
congested highways and air travel.

| rise today to voice my disappointment with
the Amtrak funding levels included in this leg-
islation. These funding levels will make it im-
possible for Amtrak to operate its current sys-
tem. Funding Amtrak at the levels in this legis-
lation will force Amtrak to discontinue a num-
ber of routes and curtail infrastructure invest-
ment.

The House authorizing Committee on Trans-
portation and Infrastructure, of which | am a
member, has passed legislation that will move
Amtrak toward privatization on a set schedule,
with appropriate funding levels, to give the rail-
road the best chance to survive as a private
entity. | believe deviating from that schedule
by appropriating funds lower than what the au-
thorizing schedule calls for would be devastat-
ing to Amtrak.

If we allow the funding levels to remain at
this level, Amtrak will go from the promise of
succeeding in privatization to extinction.

| believe Amtrak deserves a fighting chance
at survival and this Congress should continue
to fund the National Rail Passenger System
until it reaches it's projected privatization date
in the year 2002.

Once again, | commend Mr. LIVINGSTON, Mr.
WoLF, and the Appropriations Committee on
the excellent work they have done with this
legislation. | look forward to working with them
to make the necessary adjustments to these
two small problems to make this great bill
even better.

PUBLIC SERVICE AWARD TO
MICHAEL REIDY

HON. ROBERT A. UNDERWOOD

OF GUAM
IN THE HOUSE OF REPRESENTATIVES

Monday, July 8, 1996

Mr. UNDERWOOD. Mr. Speaker, only two
Joel Leff Fellowships at Harvard University’s
John F. Kennedy School of Government are
awarded annually. This prestigious award pro-
vides full tuition to two individuals who will par-
ticipate in an intensive 1-year master’s in pub-

lic administration program. This program was
established to cultivate public servants de-
voted to solving critical economic problems.
Selection for Joel Leff Fellows is based upon
candidates’ past performance and future
promise of excellence in political economy
problem solving. | am proud to say that a resi-
dent of my home district of Guam who meets
and even exceeds the fellowship criteria has
been awarded one of the two Joel Leff Fellow-
ships for this year. He is Michael J. Reidy, a
former senator of the Guam Legislature and a
resident of the village of Tamuning.

Mike was elected to the 21st Guam Legisla-
ture in 1990, after years of experience as a
public servant in various organizations and
Government of Guam offices. He began his
public sector career as a Peace Corps volun-
teer. From 1969 to 1971, Mike was stationed
in Somalia, East Africa. After a military coup
abruptly ended his work there, Mike was
transferred to St. Vincent Island in the Carib-
bean and became a teacher in the Teacher
Training Institute. After the Peace Corps, he
matriculated into the University of Arizona
graduate programs. Mike's tenure with the
Government of Guam began in 1974 as a
planner for the department of public works.
From 1975 to 1978, he worked for the bureau
of planning under several titles, as chief plan-
ner in 1977 and as acting director from 1977
to 1978. From 1979 to 1980, Mike acted as
Special assistant in Gov. Paul M. Calvo’s ad-
ministration for policy and program develop-
ment. During the 16th Guam Legislature, he
served as executive assistant to Speaker
Thomas V.C. Tanaka. In 1983, he briefly left
the public sector to open Feathers and Fins
Pet Store and Island Exhibits aquariums.
Mike's appointment as director of the bureau
of budget and management research by Gov-
ernor Joseph F. Ada in 1986 marked his re-
turn to the public sector. He held this position
until his successful bid for senatorial seat for
the 21st Guam Legislature during the 1990
general elections.

Although Mike’s public sector experiences
are impressive, his talents are not limited to
the public policy-making arena. Mike is also a
gifted and avid athlete. Natural leadership
skills combined with an enthusiasm for sports
earned him the honor of being the first presi-
dent of the Guam National Olympic Committee
[GNOC]. Under Mike's tutelage, the Inter-
national Olympic Games witnessed for the first
time in 1988 the notable performances of
Guam’s finest athletes in Seoul, South Korea.
Mike continued to be GNOC's administrator
for the next 10 years. It comes to no surprise
that he is president of the Guam Amateur
Sports Federation since he is also a member
of the Guam Water Polo Club and the Guam
Running Club. In 1981, he was chairman of
the Guam Fishing Derby and also boasts past
memberships in the Guam Fisherman’s Coop,
the Guam Fishing and Boating Association,
the Guam Visitor's Bureau and the Guam Ac-
countants’ Association.

Mike is one of our most active public serv-
ants and intelligent participants in community

® This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
Matter set in this typeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor.
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affairs on Guam. We are very proud of this
transplanted Guamanian and congratulate him
on this prestigious award as well as his life-
time of service to Guam.

DEPARTMENT OF TRANSPOR-
TATION AND RELATED AGEN-
CIES APPROPRIATIONS ACT, 1997

SPEECH OF

HON. JAMES L. OBERSTAR

OF MINNESOTA
IN THE HOUSE OF REPRESENTATIVES
Thursday, June 27, 1996

The House in Committee of the Whole
House on the State of the Union had under
consideration the bill (H.R. 3675) making ap-
propriations for the Department of Transpor-
tation and related agencies for the fiscal
year ending September 30, 1997, and for other
purposes:

Mr. OBERSTAR. Mr. Chairman, | greatly re-
gret the $110 million cut in Amtrak capital
funding for fiscal year 1997, from the $230
million level for the current fiscal year.

It is clear that this Congress and this admin-
istration want Amtrak to be free of operating
assistance by fiscal year 2002.

The budget resolution passed this year for
fiscal year 1997 and the one passed last year
put Amtrak on a glide path of operating sup-
port declining to zero. Our Transportation and
Infrastructure Committee brought a bill to the
House to reauthorize Amtrak last year, which
passed by a vote of 406 to 4. This legislation
also constructs a gradual phaseout of Am-
trak’s operating support by 2002. Amtrak’s
own business plan also eliminates the need
for Federal support by 2002. In other words,
with the funding plan in our budget resolution
and passage of reform legislation, we have
made a pact with Amtrak. We have told them
to do what no other national passenger rail-
road in the world has been able to do: Be free
of operating support. This is a major accom-
plishment and one that Congress should en-
courage. In exchange, we offered a structured
funding phaseout and passage of cost saving
legislation.

The fact is that from 1995 to 1997, Amtrak’s
funding levels are $1.2 billion less than what
they requested and what they said was nec-
essary for operating self-sufficiency. We can-
not expect them to continue to operate a na-
tional system with such deep cuts.

Instead, with this funding level for Amtrak,
Congress has moved away from the blueprint
envisioned in the budget resolution. Without
adequate capital funds during this critical tran-
sition period, Amtrak cannot make the essen-
tial investments necessary to survive once
Congress has provided it with its last dollar of
operating support. Also, while the House did
pass reauthorization legislation, the Senate
has failed to do so. Therefore, Amtrak does
not benefit yet from any of the cost savings
contained in that bill.

It is clear, and we all agree, that Amtrak
should be free of operating support and
should have less dependence on Congress for
its funding. However, without adequate capital
funds now, Amtrak will forever be dependent
on Congress to meet its operating deficits.

A railroad is a capital intensive enterprise.
It's fair to say that Congress has kept Amtrak
on a Slim-Fast capital investment diet for the
better part of its 25-year existence. As a re-
sult, Amtrak has not been able to modernize
its locomotive fleet by purchasing more reli-
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able and fuel-efficient engines. Their mainte-
nance shops date, in many cases, to the
steam era and need to be upgraded. The
electric wires that are used on the Northeast
corridor are the same ones the Pennsylvania
Railroad first strung in 1993. If we don't give
Amtrak the ability to reinvest now, we will
never get them to a legitimate point of self-suf-
ficiency.

This is a pivotal time for a national pas-
senger rail policy. It's like the old saying: “Pay
me now or really pay me later.” Should Am-
trak become insolvent, the liability to the Fed-
eral Government is going to be a far greater
cost to the taxpayers than giving Amtrak the
funds needed to successfully transition to self-
sufficiency.

Literally, it will cost more money to put Am-
trak out of business than to keep it in busi-
ness.

REGARDING THE PEOPLE’S
REPUBLIC OF CHINA

SPEECH OF

HON. EARL POMEROY

OF NORTH DAKOTA
IN THE HOUSE OF REPRESENTATIVES

Thursday, June 27, 1996

Mr. POMEROY. Mr. Speaker, | rise today in
opposition to House Resolution 461, a meas-
ure to revoke most-favored-nation [MFN] trade
status for the People’s Republic of China.

Mr. Speaker, | could not more strongly
agree with the objectives of the sponsors of
this resolution, but | disagree with the means
they propose to achieve them. The vital United
States interests at stake in our relationship
with China are clear: to curb weapons pro-
liferation, increase respect for human rights,
protect our allies on Taiwan, promote fair
trade practices, advance political reform, and
reduce the United States trade deficit. How-
ever, revoking MFN, effectively terminating our
economic relationship with China, advances
none of these objectives and, in fact, seriously
damages United States economic and security
interests.

If the United States were to revoke MFN,
the average tariff on Chinese imports would
increase from 5 to 40 percent. The Chinese,
of course, would respond in kind by erecting
prohibitive tariffs on United States goods. The
result would be not only a screeching, grinding
halt to United States-China trade but also a
deep freeze in Sino-American relations.

The choice facing the House today is
whether to pursue United States interests in
China through a policy of engagement or a
policy of isolation. Our recent experience with
Chinese behavior during a period of isolation
from the world community should be instruc-
tive. Before the economic and diplomatic
opening of the late 1970’s, most of the current
problems in the Sino-United States relation-
ship were worse than they are today: the re-
gime was more abusive of human rights, even
less tolerant of dissent, more aggressive to-
ward Taiwan and other neighbors, and more
determined to oppose United States interests
at every opportunity. The spotlight of inter-
national engagement has advanced, albeit
haltingly, United States interests in China.

What are the consequences of revoking
MFN? Without question, revoking MFN would
damage the Chinese economy, but what effect
would it have on our own economy? With re-
gard to agriculture, | can tell you that this res-
olution of disapproval is one of the most im-
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portant pieces of farm legislation that Con-
gress will consider this year.

We must promote American agriculture
through increasing world food demand and ex-
ports. China represents a perfect example of
a growing market hungry for quality American
food products. As the Chinese diet continues
to improve they will demand high-value agri-
cultural products like meats, fruits, and vegeta-
bles—commodities American producers are
eager to export.

United States agricultural exports to China
reached record levels again last year with
nearly $2.6 billion in total sales. The USDA
projects 1996 exports to reach $2.9 billion. In-
cluded in the 1995 export total is over $500
million in wheat, a 200-percent increase over
1994. Agriculture exports not only benefit
farmers but also support the schools, hos-
pitals, and small businesses that are the back-
bone of rural communities in North Dakota
and across the country.

The Congressional Research Service has
estimated that without MFN and the ability to
export wheat to China, wheat prices will fall by
23 cents per bushel by 1998. That price drop
translates into a $10,000 hit to the average
North Dakota wheat farm. Once that market is
lost American producers may never have the
opportunity to reclaim it as other suppliers
would certainly move in to fill the void. Why
would we now want to shut off our farmers
from the world’s largest market? Disapproving
MFN strikes at the heart of rural America and
the American farmer.

Extending MFN to China serves the eco-
nomic and security interests of the United
States. | urge my colleagues to oppose the
resolution of disapproval.

HONORING THE
SARY OF THE
MERCY ON GUAM

HON. ROBERT A. UNDERWOOD

OF GUAM
IN THE HOUSE OF REPRESENTATIVES

Monday, July 8, 1996

Mr. UNDERWOOD. Mr. Speaker, with honor
and appreciation, | commend the Sisters of
Mercy of North Carolina in Guam on their 50th
anniversary of dedicated and loving service to
the people of Guam and the Northern Mari-
anas. The renown of the Sisters of Mercy
reaches beyond their reputation as teachers
and school administrators on Guam, Saipan,
and Rota. Today, their esteemed standing in
their Mariana Islands can also be attributed to
the quality of performance exemplified in their
pastoral, family, youth, and health-care min-
istries.

The Catholic school system envisioned by
His Excellency, the late Apollinaris W.
Baumgartner, bishop of Guam, has flourished
strikingly since its establishment in the years
following World War I, and in these efforts to
better the educational upbringing of Guam’s
children, the Sisters of Mercy have played a
prominent role. Since the establishment of the
Academy of Our Lady in 1994 by Sister Mary
Inez, R.S.M.—my aunt Mary Essie
Underwood—the list of Mercy-run schools has
expanded to include Bishop Baumgartner Me-
morial School, in Santa Barbara School, St.

50TH ANNIVER-
SISTERS OF
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Anthony School, Mt. Carmel School in Saipan,
San Francisco de Borja School in Rota, Infant
of Prague Nursery, and Mercy Heights Nurs-
ery. The depth of the commitment of the Sis-
ters of Mercy can hardly be represented by an
inventory of accomplishments; rather, it is in
their ceaseless dedication to the promotion of
Christian values which characterizes their leg-
acy in our fortunate islands.

| happily join with the people of Guam in
sending best wishes and a heartfelt Si Yu'os
ma’ase. May your jubilee celebration be
blessed by the graces of Santa Marian
Kamalen.

A TRIBUTE TO THE WESTERN
SPRINGS GARDEN CLUB ON ITS
70TH ANNIVERSARY

HON. WILLIAM O. LIPINSKI

OF ILLINOIS
IN THE HOUSE OF REPRESENTATIVES

Monday, July 8, 1996

Mr. LIPINSKI. Mr. Speaker, | would like to
pay tribute to an outstanding organization in
my district that is celebrating 70 years of dedi-
cation in beautifying its community—the West-
ern Springs, IL, Garden Club.

The club founded in 1926 by a group of
Western Springs residents dedicated to mak-
ing the then young community a more livable
place. It was chartered with the goals, accord-
ing to its creed. “To encourage and foster a
greater appreciation among our members and
neighbors of trees, shrubs, flowers and vege-
tables and stimulate an interest preserving
wildflowers and birds.”

On June 29, the Western Springs Garden, a
charter member of both the Council of State
Garden Clubs, Inc., and the Garden Clubs of
lllinois, Inc., will celebrate its seven decades
of service at a special Pictorial Stamp Can-
cellation Ceremony by the Western Springs
Post Office.

Mr. Speaker, | salute the Western Springs
on its 70th anniversary, and | wish its mem-
bers many more years of promoting and pro-
tecting the natural beauty of its community.

DEPARTMENTS OF VETERANS AF-
FAIRS AND HOUSING AND URBAN
DEVELOPMENT, AND INDEPEND-
ENT AGENCIES APPROPRIATIONS
ACT, 1997

SPEECH OF

HON. CHARLES E. SCHUMER

OF NEW YORK
IN THE HOUSE OF REPRESENTATIVES

Wednesday, June 26, 1996

The House in Committee of the Whole
House on the State of the Union had under
consideration the bill (H.R. 3666) making ap-
propriations for the Departments of Veter-
ans Affairs and Housing and Urban Develop-
ment, and for sundry independent agencies,
boards, commissions, corporations, and of-
fices for the fiscal year ending September 30,
1997, and for other purposes:

Mr. SCHUMER. Mr. Chairman, | rise in op-
position to the amendment by Mr. BROWN to
strike funding for the American Museum of
Natural History.

There is so much to like about this project,
it is hard to know where to begin.
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The funds will be used to renovate New
York’s Hayden Planetarium. Money for the
project is coming from a wide range of
sources including $33 million from New York
City and $27 million from private donations.
The Federal Government is only expected to
contribute 10 percent of the funding or $13
million.

When the project is completed, America will
once again have the finest planetarium in the
world. Think about your children and the 3 mil-
lion people who visit the planetarium each
year as | read to you a description of the fin-
ished product from the New York Times.

[The planetarium] centerpiece will be an
enormous sphere that will evoke, symboli-
cally speaking, an atom, a planet, a star and
a galaxy. It will house several facilities,
among them the most technologically ad-
vanced sky theater in the world and exhibits
exploring the nature of the universe. A spi-
raling walkway will take visitors through
time, from the Big Bang that formed the cos-
mos to the present day. It will also serve as
an intellectual link, explaining how the
earth evolved and the whys of oceans, con-
tinents, earthquakes, mountains and volca-
noes.

For those who support NASA, let us remem-
ber that the future of our space program de-
pends upon exciting the imaginations of the
next generation about the cosmos. America
ought to have the best planetarium in the
world. After all, we are the leaders in space
flight and in the exploration of the Universe.

We know that if these funds are cut they will
end up in some other account—so the deficit
reduction argument does not work. Let us do
something in the NASA funding bill for our
kids.

Oppose the Brown amendment.

COMMEMORATION FOR 25 YEARS
OF ELECTIVE GOVERNORSHIP IN
GUAM

HON. ROBERT A. UNDERWOOD

OF GUAM
IN THE HOUSE OF REPRESENTATIVES

Monday, July 8, 1996

Mr. UNDERWOOD. Mr. Speaker, in my
home district of Guam, the right of the gov-
erned to elect a Governor from among their
own ranks is relatively new. This year marks
only the 25th anniversary of the extension of
that right to the people of Guam. In com-
memorating this political milestone, we also
pay tribute to the Honorable Carlos G.
Camacho, the first native-born son of Guam to
earn the trust and confidence of the people of
Guam and bear the mantle of executive lead-
ership of the territory. The man and the mile-
stone are inextricably intertwined in the mod-
ern political history of Guam.

Since Guam'’s first gubernatorial election in
November 1970 and the start of Governor
Camacho’s administration in January 1971,
the people of Guam have proudly and suc-
cessfully participated in the open election
process in six subsequent gubernatorial elec-
tions and have celebrated the triumph of de-
mocracy in installing six native sons as Gov-
ernor of Guam. Governor Camacho was fol-
lowed into office by Governor Ricardo J.
Bordallo in 1975. And he by Governor Paul
Calvo in 1979. In 1982, Governor Bordallo be-
came the first Governor to win a second term
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in office. Governor Joseph F. Ada, who served
as Lieutenant Governor under Paul M. Calvo,
succeeded Governor Bordallo in 1987. He
won again in 1991, becoming the first Gov-
ernor to serve consecutive terms. Last year,
Governor Carl T.C. Guiterrez became Guam'’s
seventh elected chief executive.

Although our roster of chief executive is
brief in comparison to those of the States, we
exalt in the fact that we can add a name to it
every 4 years. We, the people of Guam, can
and will make those additions. This is the real
significance of this silver anniversary. Mr.
Speaker, the right of the people of Guam to
elect their own Governors is relatively new,
but it is highly cherished and enthusiastically
exercised. I'm proud to say that our voter turn-
out rates exceed the national rates by several
percentage points. In the 1994 general elec-
tion, a gubernatorial election year, 85 percent
of Guam'’s registered voters went to the polls.

Our enthusiasm for free elections reflects
our continuing desire and commitment to
press for political self-determination. Born in
the 16th century, at the start of the Spanish
colonization of Guam and the Marianas, the
desire of the Chamorro people to regain con-
trol of their own destiny has been expressed
in different ways and taken on different forms,
but it has never abated. When armed conflict
against the Spanish proved futile, the
Chamorro people turned inward, resisting as-
similation and steadfastly clinging to their own
language, culture and traditions, while under
the Spanish yoke.

The dawning of the American Era in Guam
in 1898 brought with it the promise of the free-
doms, rights, duties and responsibilities of
American democracy, as well as the birth of
the Chamorro quest for political justice, equal-
ity and self-governance under the American
flag. Though couched differently at various
times, this has been our unchanging theme for
nearly a 100 years. As early as 1901, 32
Guam leaders called on the U.S. Federal Gov-
ernment to clarify the political status of the is-
land and its inhabitants. Subsequent efforts
were geared toward the acquisition of U.S.
citizenship as the means to secure political
rights and protection. The passage of the Or-
ganic Act of Guam in 1950 satisfied the Gua-
manian desire of citizenship and civilian gov-
ernance, but our appetite for true democracy
remained sharp and hearty. The signing of the
Elective Governorship Act, Public Law 90—
497, in 1968, was a major step forward. Al-
though the consent of the governed had yet to
be requested, the power of the governed to
select a governor had been yielded. Two
years later, the people of Guam were granted
a nonvoting delegate to the U.S. House of
Representatives.

The struggle of the Chamorro people has
been long and arduous, the triumph have
been hard-won, but our cause is just and our
faith in America remains steadfast. And our
desire for greater self-government under the
American flag is undaunted, even as we wres-
tle with the contentious issues surrounding the
Guam Commonwealth Act. The willingness of
the Federal Government to engage with us in
frank and honest discussions of these issues
strengthens our belief that justice for all will in-
deed prevail.
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In memory of all of Guam’s political pio-
neers, | humbly restate the undying commit-
ment of the people of Guam for political rec-
ognition, equality, and greater self-govern-
ment. In celebrating 25 years of elective gov-
ernorship, | am proud to acknowledge the pio-
neering work of Guam'’s first elected Governor,
the Honorable Carlos G. Camacho, who also
had the distinction of being Guam’s last ap-
pointed chief executive, having been ap-
pointed by President Richard M. Nixon on July
1, 1969. Governor Camacho piloted the terri-
tory through the devastating economic effects
of the oail crisis of the 1970’s and launched a
campaign to encourage outside investment
and development in Guam, paving the way for
the tourism industry thriving on the island
today. He worked to upgrade and improve the
island’s infrastructure and challenged Guama-
nian professionals to return home to revitalize
and help rebuild Guam’s economy. Governor
Camacho, who passed away on December 6,
1979, is most affectionately remembered for
his trips to the frontlines of Vietham to visit
Guam’s men and women in uniform and bring
them a touch of home.

DISAPPROVAL OF MOST-FAVORED-
NATION-TREATMENT FOR CHINA

SPEECH OF

HON. JACK REED

OF RHODE ISLAND
IN THE HOUSE OF REPRESENTATIVES

Thursday, June 27, 1996

Mr. REED. Mr. Speaker, the issue of most-
favored-nation [MFN] status for China comes
at a time when we are seeking to define the
future of our relationship. While we are
searching for ways to further a mutually bene-
ficial relationship to inspire a more open
China, we are also becoming increasingly
more anxious. Like many of my colleagues
and constituents, | have become increasingly
disturbed with China’s contentious conduct.
Nuclear proliferation, expropriation of our intel-
lectual property, smuggling of assault weap-
ons, and China’s huge trade surplus with the
United States are reasons for serious concern
and contemplation about our future relations
with this nation. However, revoking MFN
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would not directly address these issues. Rath-
er, it would result in the exclusion of American
companies and workers from this rapidly grow-
ing market, sour our economic relationship
with China, and severely diminish our ability to
work for reform in other areas. Thus, | rise in
opposition to House Joint Resolution 182,
which express disapproval of MFN status for
China.

We must initially recognize that MFN is a
misnomer. MFN status is not a gift we bestow
upon our most illustrious friends and neigh-
bors. It is the normal trading status that is ac-
corded to most other nations. So when we talk
about extending MFN to China, it is the same
status that we extend to a host of other re-
gimes including Iran and Iraq. Thus, MFN is
not a great favor from the United States that
we reserve for only our traditional allies. Con-
sequently, revocation is not a truly effective
tool when trying to balance United States in-
terests against those of China.

And make no mistake about it, substantial
U.S. interests are at stake. In order to make
the trade balance with China more equitable,
we need to break down barriers and start pro-
ducing and selling in China, and renewal of
MFN is the best way to achieve this goal.
United States exports to China have grown
from $2 billion in 1978 to nearly $60 billion in
1995.

This is not to say that we can tolerate the
illicit trade and commercial activity that China
perpetrates. There is no excuse for ripping off
our businesses’ copyrights, and we need to
take proper retaliatory action. | supported the
President’'s proposal to increase tariffs on 2
billion dollars’ worth of goods, as well as the
recent accord that was reached with China.
China must play by the rules of our other trad-
ing partners.

The United States also needs to counter
proliferation issues with the procedures that
are readily available. | wrote to the President
months ago urging him to invoke sanctions
under the nonproliferation treaty. | was sadly
disappointed the administration chose to ac-
cept the excuse that China’s actions were not
sanctioned by the state, and, therefore the
United States could not invoke these sanc-
tions. The administration should press much
harder and put the burden of proof on the Chi-
nese Government.
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I am no apologist for China’'s abysmal
human rights record—it must be improved.
Yet, experience has shown that this issue is a
tricky point of leverage. Revoking MFN status
for China is not an effective way of persuading
the Chinese Government to improve its record
in this area. A better way is to unleash free
markets in China. We need to stay engaged
with China and not only make it more open to
our markets but also our ideas and principles.
The power of ideals and symbols should never
be underestimated. That is what happened in
Eastern Europe and the former Soviet Union:
people reached a point where they could com-
municate their common desire for freedom,
and the old, authoritative regime had no more
legitimacy.

We must recognize that remaining engaged
in China will help us address issues of mutual
concern, such as fighting proliferation. We
have found that a policy of engagement with
other nations works. Indeed, the collapse of
the Soviet Union was not a result of dis-
engagement. | believe that we must refocus
our efforts in addressing the above issues with
China, not by taking the pressure off but by
picking our shots.

We should move beyond the debate of MFN
status. There may be more potential leverage
in the issue of China's admittance into the
World Trade Organization [WTQ]. China is
pressing hard to get into the WTO and they
are trying to agitate for special exceptions as
a developing country. This would be unaccept-
able. While China might argue that it is a Third
World country and it has a lower standard of
living, there are not many Third World coun-
tries that have a $30 billion trade surplus with
us, persistently rip off United States products,
and threaten our friends in the area with nu-
clear weapons.

The United States must continue to pres-
sure China to meet the standards that the
international community expects of a mature,
regional power of the first order. We must
draw a line with China, but MFN is not that
line. Revocation of MFN would only hinder our
ability to influence China on issues of concern,
and possibly undermine the progress we have
made with China. Mr. Speaker, | urge my col-
leagues to oppose House Joint Resolution
182.
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SENATE COMMITTEE MEETINGS

Title IV of Senate Resolution 4,
agreed to by the Senate on February 4,
1977, calls for establishment of a sys-
tem for a computerized schedule of all
meetings and hearings of Senate com-
mittees, subcommittees, joint commit-
tees, and committees of conference.
This title requires all such committees
to notify the Office of the Senate Daily
Digest—designated by the Rules Com-
mittee—of the time, place, and purpose
of the meetings, when scheduled, and
any cancellations or changes in the
meetings as they occur.

As an additional procedure along
with the computerization of this infor-
mation, the Office of the Senate Daily
Digest will prepare this information for
printing in the Extensions of Remarks
section of the CONGRESSIONAL RECORD
on Monday and Wednesday of each
week.

Meetings scheduled for Tuesday, July
9, 1996, may be found in the Daily Di-
gest of today’s RECORD.

MEETINGS SCHEDULED

JULY 10

9:30 a.m.
Energy and Natural Resources
To hold hearings on S. 1877, to ensure the
proper stewardship of publicly owned
assets in the Tongass National Forest
in the State of Alaska, a fair return to
the United States for public timber in
the Tongass, and a proper balance
among multiple use interest in the
Tongass to enhance forest health, sus-
tainable harvest, and the general eco-
nomic health and growth in southeast
Alaska and the United States.
SD-366
11:00 a.m.
Foreign Relations
To hold hearings on the nomination of
Alan Philip Larson, of Virginia, to be
Assistant Secretary of State for Eco-
nomic and Business Affairs.
SD-419
1:00 p.m.
Commission on Security and Cooperation
in Europe
To hold hearings to reviw the Russian
election.
2255 Rayburn Building
2:00 p.m.
Appropriations
Legislative Branch Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1997 for the Li-
brary of Congress and the Government
Printing Office.
S-128, Capitol

JULY 11

9:30 a.m.
Appropriations
Labor, Health and Human Services, and
Education Subcommittee
To hold hearings to examine issues relat-
ing to abstinence education.
SD-138
Energy and Natural Resources
To hold oversight hearings on competi-
tive change in the electric power indus-
try, focusing on the FERC wholesale
open access transmission rule (Order
No. 888).
SD-366
Governmental Affairs
To hold hearings to examine remedies for
Internal Revenue Service (IRS) finan-
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cial management and modernization
problems, including technical problems
in the IRS tax systems modernization.
SD-342
10:00 a.m.
Appropriations
Legislative Branch Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year1997 for the Sec-
retary of the Senate and the Sergeant
At Arms.
S-128, Capitol
Banking, Housing, and Urban Affairs
To hold hearings on S. 1800, to amend the
Electronic Fund Transfer Act to limit
fees charged by financial institutions
for the use of automatic teller ma-
chines.
SD-538
Judiciary
To hold hearings on S. 1740, to defend and
protect the institution of marriage.
SD-226
2:00 p.m.
Energy and Natural Resources
Forests and Public Land Management Sub-
committee
To hold hearings on S. 1738, to provide
for improved access to and use of the
Boundary Water Canoe Area Wilder-
ness.
SD-366
3:00 p.m.
Foreign Relations
African Affairs Subcommittee
To hold hearings on issues relating to
women in Africa.

SD-419
JULY 16
9:30 a.m.
Governmental Affairs
Permanent Subcommittee on Investiga-

tions
To resume hearings to examine the
vulnerabilities of national computer
information systems and networks, and
Federal efforts to promote security
within the information infrastructure.
SD-342
2:00 p.m.
Appropriations
Labor, Health and Human Services, and
Education Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1997 for the De-
partment of Education.
SD-138
Foreign Relations
Western Hemisphere and Peace Corps Af-
fairs Subcommittee
To hold hearings to examine the new
international threat of ‘‘date-rape
drug” trafficking.
SD-419

JULY 17

9:30 a.m.
Commerce, Science, and Transportation
To hold hearings on issues relating to
Federal Aviation Administration safe-
ty oversight.
SR-253
Energy and Natural Resources
To hold hearings on S. 1920, to amend the
Alaska National Interest Lands Con-
servation Act to strengthen the provi-
sions of the Act and ensure that agen-
cies are fairly implementing the Act.
SD-366

E1219

JULY 18

9:30 a.m.
Energy and Natural Resources
Parks, Historic Preservation and Recre-
ation Subcommittee
To hold hearings on S. 988, to direct the
Secretary of the Interior to transfer
administrative jurisdiction over cer-
tain land to the Secretary of the Army
to facilitate construction of a jetty and
sand transfer system, and S. 1805, to
provide for the management of Voya-
geurs National Park.
SD-366
10:00 a.m.
Banking, Housing, and Urban Affairs
To hold hearings to review the Federal
Reserve’s semi-annual monetary policy
report (Humphrey-Hawkins).
SH-216

JULY 23

9:30 a.m.
Energy and Natural Resources
To hold hearings on S. 1678, to abolish
the Department of Energy.
SD-366

JULY 25

9:30 a.m.
Energy and Natural Resources
Parks, Historic Preservation and Recre-
ation Subcommittee
To hold hearings on S. 1699, to establish
the National Cave and Karst Research
Institute in the State of New Mexico,
S. 1737, to protect Yellowstone Na-
tional Park, the Clarks Fork of the
Yellowstone National Wild and Scenic
River and the Absaroka-Beartooth Wil-
derness Area, and S. 1809, entitled the
“Aleutian World War Il National His-
toric Areas Act” .
SD-366

JULY 30

9:30 a.m.
Energy and Natural Resources
Forests and Public Land Management Sub-
committee

To hold hearings on S. 931, to authorize
the construction of the Lewis and
Clark Rural Water System and to au-
thorize assistance to the Lewis and
Clark Rural Water System, Inc., a non-
profit corporation, for the planning and
construction of the water supply sys-
tem, S. 1564, to authorize the Secretary
of the Interior to provide loan guaran-
tees for water supply, conservation,
quality and transmission projects, S.
1565, to supplement the Small Rec-
lamation Projects Act of 1956 and to
supplement the Federal Reclamation
laws by providing for Federal coopera-
tion in non-Federal projects and for
participation by non-Federal agencies
in Federal projects, S. 1649, to extend
contracts between the Bureau of Rec-
lamation and irrigation districts in
Kansas and Nebraska, and S. 1719,
Texas Reclamation Projects Indebted-

ness Purchase Act.
SD-366

SEPTEMBER 17

9:30 a.m.
Veterans’ Affairs
To hold joint hearings with the House
Committee on Veterans’ Affairs to re-
view the legislative recommendations
of the American Legion.
334 Cannon Building
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HIGHLIGHTS

See Résumé of Congressional Activity.

Senate

Chamber Action
Routine Proceedings, pages S7345-S7420

Measures Introduced: Three bills and one resolu-
tion were introduced, as follows: S. 1930-1932, and
S. Res. 276. Pages S7414, S7416-17

Measures Reported: Reports were made as follows:

Reported on Tuesday, July 2, during the adjourn-
ment of the Senate:

S. 1662, to establish areas of wilderness and recre-
ation in the State of Oregon, with an amendment in
the nature of a substitute. (S. Rept. No. 104-314)

Page S7414

Small Business Job Protection Act. Senate began
consideration of H.R. 3448, to provide tax relief for
small businesses, to protect jobs, to create opportuni-
ties, and to increase the take home pay of workers,
with a committee amendment, taking action on
amendments proposed thereto, as follows:

Pages S7366-S7413

Pending:

Kennedy Amendment No. 4435, to amend the
Fair Labor Standards Act of 1938 to provide for an
increase in the minimum wage rate and to exempt
computer professionals from the minimum wage and
maximum hour requirements, and to amend the Por-
tal-to-Portal Act of 1947 relating to the payment of
wages to employees who use employer-owned vehi-
cles. Pages S7402-09

Bond Amendment No. 4272, to modify the pay-
ment of wages provisions. Pages S7409-13

Senate will continue consideration of the bill and
amendments pending thereto, on Tuesday, July 9,
1996, with votes to occur thereon.

DOD Authorizations—Agreement: A unanimous-
consent agreement was reached providing for further
consideration of S. 1745, to authorize appropriations
for fiscal year 1997 for military activities of the De-
partment of Defense, for military construction, and
for defense activities of the Department of Energy,
and to prescribe personnel strengths for such fiscal
year for the Armed Forces, on Wednesday, July 10,
1996, with a vote to occur thereon at 12 noon.

Page S7420

Messages From the House:
Statements on Introduced Bills:
Additional Cosponsors:
Amendments Submitted:
Notices of Hearings:

Authority for Committees:
Additional Statements: Pages S7418-20

Adjournment: Senate convened at 12:30 p.m., and
adjourned at 6:36 p.m., until 9:30 a.m., on Tuesday,
July 9, 1996. (For Senate’s program, see the remarks
of the Majority Leader in today’s Record on page
S7420.)

Pages S7413-14
Pages S7414-16
Page S7416
Pages S7417-18
Page S7418
Page S7418

Committee Meetings

No committee meetings were held.
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House of Representatives

Chamber Action

Bills Introduced: 1 public bill, H.R. 3757; and 1
resolution, H. Res. 471 were introduced. Page H7114

Reports Filed: Reports were filed as follows:

H.R. 3464, to make a minor adjustment in the
exterior boundary of the Devils Backbone Wilderness
in the Mark Twain National Forest, Missouri, to ex-
clude a small parcel of land containing improve-
ments, amended, filed on June 27 (H. Rept.
104-654, Part 1);

H.R. 1514, to authorize and facilitate a program
to enhance safety, training, research, and develop-
ment, and safety education in the propane gas indus-
try for the benefit of propane consumers and the
public, amended, filed on June 27 (H. Rept.
104-655, Part 1);

H.R. 2740, to protect sports fans and commu-
nities throughout the Nation, amended, filed on
June 27 (H. Rept. 104-656, Part 1);

H.R. 3754, making appropriations for the Legisla-
tive Branch for the fiscal year ending September 30,
1997 (H. Rept. 104-657);

H.R. 3290, to authorize appropriations for the
Bureau of Land Management for each of the fiscal
year 1997 through 2002 (H. Rept. 104—658);

H.R. 3755, making appropriations for the Depart-
ments of Labor, Health and Human Services, and
Education and related Agencies for the fiscal year
ending September 30, 1997 (H. Rept. 104-659);
and

H.R. 3756, making appropriations for the Treas-
ury Department, the United States Postal Service,
the Executive Office of the President, and certain
Independent Agencies, for the fiscal year ending Sep-
tember 30, 1997 (H. Rept. 104-660). Page H7114

Speaker Pro Tempore: Read a letter from the
Speaker wherein he appointed Representative Greene
of Utah to act as Speaker pro tempore for today.

Page H7111

Speaker Pro Tempore Through July 10: The
House agreed to H. Res. 471, electing Representa-
tive Enid Greene of Utah to act as Speaker pro tem-
pore through Wednesday, July 10. Page H7111

Late Reports: Committee on Appropriations re-
ceived permission to have until midnight tonight to
file reports on two measures making appropriations
for the fiscal year ending September 30, 1997: De-
partments of Labor, HHS, Education, and related
agencies; and the Treasury Department, Postal Serv-
ice, Executive Office of the President, and certain
independent agencies. Page H7111

Senate Messages: Messages received from the Senate
appear on page H7112.

Quorum Calls—Votes: No quorum calls or votes
developed during the proceedings of the House
today.

Adjournment: Met at 12 noon and adjourned at
12:07 p.m.

Committee Meetings

No committee meetings were held.

NEW PUBLIC LAWS

(For last listing of Public Laws, se¢ DAILY DiGesT p. D561)

H.R. 3029, to designate the United States court-
house in Washington, District of Columbia, as the
“E. Barrett Prettyman United States Courthouse”.
Signed July 1, 1996. (P.L. 104-151)

H.R. 2803, to amend the anti-car theft provisions
of title 49, United States Code, to increase the util-
ity of motor vehicle title information to State and
Federal law enforcement officials. Signed July 2,
1996. (P.L. 104-152)

S. 1136, to control and prevent commercial coun-
terfeiting. Signed July 2, 1996. (P.L. 104-153)

S. 1903, to designate the bridge, estimated to be
completed in the year 2000, that replaces the bridge
on Missouri highway 74 spanning from East
Girardeau, lIllinois, to Cape Girardeau, Missouri, as
the “Bill Emerson Memorial Bridge”. Signed July 2,
1996. (P.L. 104-154)

H.R. 3525, to amend title 18, United States
Code, to clarify the Federal jurisdiction over offenses
relating to damage to religious property. Signed July
3, 1996. (P.L. 104-155)

S. 1579, to streamline and improve the effective-
ness of chapter 75 of title 31, United States Code
(commonly referred to as the “Single Audit Act”).
Signed July 5, 1996. (P.L. 104-156)

CONGRESSIONAL PROGRAM AHEAD
Week of July 9 through 13, 1996

Senate Chamber

On Tuesday, Senate will vote on passage of H.R.
3448, Small Business Job Protection/Minimum
Wage, and immediately following the bill’s passage,
Senate will consider S. 295, the TEAM Act.

On Wednesday, Senate will vote on passage of S.
1745, DOD Authorizations, 1997, and vote on a
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motion to close further debate on the motion to pro-
ceed to consideration of S. 1788, National Right To
Work Act, following which Senate will vote on S.
295, the TEAM Act, and amendments pending
thereto.

During the balance of the week, Senate may con-
sider the following:

S. 1894/H.R. 3610, Defense Appropriations,
1997;

H.R. 3540, Foreign Operations Appropriations,
1997; and any cleared executive and legislative busi-
ness, and conference reports, when available.

(Senate will recess on Tuesday, July 9, 1996 from
12:30 p.m. until 2:15 p.m. for respective party con-
ferences.)

(Senate will meet in a joint meeting with the House of
Representatives on Wednesday, July 10, 1996 at 10 a.m.,
to receive His Excellency, Binyamin Netanyahu, Prime
Minister of Israel.)

Senate Committees

(Committee meetings are open unless otherwise indicated)

Committee on Appropriations: July 10 and 11, Sub-
committee on Legislative Branch, to hold hearings on
proposed budget estimates for fiscal year 1997, Wednes-
day, for the Library of Congress and the Government
Printing Office, 2 p.m.; Thursday, to hold hearings on
proposed budget estimates for fiscal year 1997 for the
Secretary of the Senate and the Sergeant at Arms, 10
a.m.; S-128, Capitol.

July 11, Subcommittee on Labor, Health and Human
Services, and Education, to hold hearings to examine is-
sues relating to abstinence education, 9:30 a.m., SD-138.

Committee on Armed Services: July 9, to hold opening
hearings (SD-106) and a closed briefing (SCap—407) to
review a report on the bombing of United States military
facilities in Saudi Arabia on June 25, 1996, 9:30 a.m.,
SD-106.

July 9, Full Committee, to hold hearings on the nomi-
nation of Andrew S. Effron, of Virginia, to be a Judge
of the United States Court of Appeals for the Armed
Forces, 4 p.m., SR-222.

Committee on Banking, Housing, and Urban Affairs: July
11, to hold hearings on S. 1800, to amend the Electronic
Fund Transfer Act to limit fees charged by financial insti-
tutions for the use of automatic teller machines, 10 a.m.,
SD-538.

Committee on Energy and Natural Resources: July 10, to
hold hearings on S. 1877, to ensure the proper steward-
ship of publicly owned assets in the Tongass National
Forest in the State of Alaska, a fair return to the United
States for public timber in the Tongass, and a proper bal-
ance among multiple use interest in the Tongass to en-
hance forest health, sustainable harvest, and the general
economic health and growth in southeast Alaska and the
United States, 9:30 a.m., SD-366.

July 11, Full Committee, to hold oversight hearings on
competitive change in the electric power industry, focus-
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ing on the FERC wholesale open access transmission rule
(Order No. 888), 9:30 a.m., SD—366.

July 11, Subcommittee on Forests and Public Land
Management, to hold hearings on S. 1738, to provide for
improved access to and use of the Boundary Water Canoe
Area Wilderness, 2 p.m., SD-366.

Committee on Foreign Relations: July 10, to hold hearings
on the nomination of Alan Philip Larson, of Virginia, to
be Assistant Secretary of State for Economic and Business
Affairs, 11 a.m., SD-4109.

July 11, Subcommittee on African Affairs, to hold
hearings on issues relating to women in Africa, 3 p.m.,
SD-4109.

Committee on Governmental Affairs: July 11, to hold hear-
ings to examine remedies for Internal Revenue Service
(IRS) financial management and modernization problems,
including technical problems in the IRS tax systems
modernization, 9:30 a.m., SD-342.

Committee on the Judiciary: July 11, to hold hearings on
S. 1740, to defend and protect the institution of mar-
riage, 10 a.m., SD-226.

Select Committee on Intelligence: July 9, to hold closed
hearings on intelligence matters, 8 a.m., SH-219.

July 9, Full Committee, to hold hearings to examine
the recent terrorism and bombing in Saudi Arabia, 11:30
a.m., SH-216.

NOTICE

For a listing of Senate committee meetings sched-
uled ahead, see page E1219 in today’s Record.

House Committees

Committee on Agriculture, July 11, Subcommittee on
Livestock, Dairy, and Poultry, hearing to review the
Dairy and Livestock Producer Protection Act of 1996,
9:30 a.m., 1300 Longworth.

Committee on Appropriations, July 9, Subcommittee on
Commerce Justice, State, and Judiciary, to mark up ap-
propriations for fiscal year 1997, 2 p.m., H-140 Capitol.

July 9, Subcommittee on the District of Columbia, on
GAO Reports, 1 p.m., H-144 Capitol.

July 9, Subcommittee on Energy and Water Develop-
ment, to mark up appropriations for fiscal year 1997, 4
p.m., 2362B Rayburn.

Committee on Banking and Financial Services, July 10 and
11, Subcommittee on Capital Markets, Securities and
Government Sponsored Enterprises, hearings on online
Banking and Technology in Banking, 2 p.m., on July 10
and 10 a.m., on July 11, 2128 Rayburn.

Committee on the Budget, July 11, hearing on “How Did
We Get Here From There?” A discussion of the Evo-
lution of the Budget Process from 1974 to the Present,
10 a.m., 210 Cannon.

Committee on Commerce, July 11, Subcommittee on Com-
merce, Trade, and Hazardous Materials, hearing on the
following bills: H.R. 3553, Federal Trade Commission
Reauthorization Act of 1996; and H.R. 447, to establish
a toll free number in the Department of Commerce to as-
sist consumers in determining if products are American-
made, 10 a.m., 2322 Rayburn.
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Committee on Economic and Educational Opportunities, July
10, Subcommittee on Oversight and Investigations, hear-
ing on “Split Decision: The Inspector General’s Report
on the Divided Management Structure of Student Aid
Programs at the Department of Education,” 10 a.m.,
2175 Rayburn.

Committee on Government Reform and Oversight, July 9,
Subcommittee on Government Management, Information,
and Technology, hearing on H.R. 3637, Travel Reform
and Savings Act of 1996, 9:30 a.m., 311 Cannon.

July 10, Subcommittee on the Postal Service, hearing
on H.R. 3717, Postal Reform Act of 1996, 2 p.m., 311
Cannon.

July 11, Subcommittee on Human Resources and
Intergovernmental Relations, oversight hearing on the
Department of Labor’s Efforts Against Labor Union Rack-
eteering. 10 a.m., 2247 Rayburn.

Committee on International Relations, July 9, Subcommit-
tee on International Operations and Rights, hearing on
International Broadcasting, 2 p.m., 2172 Rayburn.

July 10, full Committee, to mark up the following
measures: H.R. 3564, NATO Enlargement Facilitation
Act of 1996; the Exports, Jobs, and Growth Act of 1996;
H. Con. Res. 142, regarding the human rights situation
in Mauritania, including the continued practice of chattel
slavery; and H. Con. Res. 155, concerning human and
political rights and in support of a resolution of the crisis
in Kosova, 3 p.m., 2154 Rayburn.

Committee on the Judiciary, July 10, Subcommittee on
Crime, to mark up the following bills: H.R. 1499,
Consumer Fraud Prevention Act of 1995; S. 1507, Parole
Commission Phaseout Act of 1995, H.R. 3676,
Carjacking Corrections Act of 1996; H.R. 3723, Eco-
nomic Espionage Act of 1996; and H.R. 3565, Violent
Youth Predator Act of 1996, 10 a.m., 2237 Rayburn.

July 11, full Committee, hearing on proposals for a
constitutional amendment to provide rights to victims of
crime (H.J. Res. 173 and H.J. Res. 174), 9:30 a.m.,
2141 Rayburn.

Committee on National Security, July 11, hearing on H.R.
3237, Intelligence Community Act, 9:30 a.m., 2118 Ray-
burn.

Committee on Resources, July 9, Subcommittee on Na-
tional Parks, Forests and Lands, hearing on the following
bills: H.R. 3155, to amend the Wild and Scenic Rivers
Act by designating the Wekiva River, Seminole Creek,
and Rock Springs Run in the State of Florida for study
and potential addition to the National Wild and Scenic
Rivers System; H.R. 3568, to designate 51.7 miles of the
Clarion River, located in Pennsylvania, as a component of
the National Wild and Scenic Rivers System; and H.R.
3405, Sudbury, Assabet and Concord Wild and Scenic
Rivers Act, 10 a.m., 1324 Longworth.

July 10, full Committee, to consider pending business,
11 a.m., 1324 Longworth.

July 11, full Committee and the Subcommittee on Re-
source Conservation, Research, and Forestry of the Com-
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mittee on Agriculture, joint hearing on H.R. 3659, Envi-
ronmental Improvement Timber Contract Extension Act
of 1996.

July 11, Subcommittee on Fisheries, Wildlife and
Oceans, hearing on H.R. 3579, to direct the Secretary of
the Interior to convey certain property containing a fish
and wildlife facility to the State of Wyoming; followed
by an oversight hearing on non-indigenous species; 10
a.m., 1334 Longworth.,

July 11, Subcommittee on Water and Power, to mark
up pending business, 2 p.m., 1324 Longworth.

Committee on Rules, July 9, to consider the following:
H.R. 3755, making appropriations for the Department of
Labor, Health and Human Services, and Education, and
Related Agencies, for the Fiscal Year ending September
30, 1997; and H.R. 3754, making appropriations for the
Legislative Branch for the Fiscal Year ending September
30, 1997, 4 p.m., H-313 Capitol.

Committee on Science, July 10, hearing on Civilian
Science Agencies’ Implementation of the Government
Performance and Results Act, 12 p.m., 2318 Rayburn.

Committee on Small Business, July 10, to mark up the
following bills; H.R. 3719, Small Business Programs Im-
provement Act of 1996; and H.R. 3720, Small Business
Investment Company Reform Act of 1996, 1 p.m., 2359
Rayburn.

Committee on Standards of Official Conduct, July 11, exec-
utive, to consider pending business, time to be an-
nounced, HT-2M Capitol.

Committee on Transportation and Infrastructure, July 10,
Subcommittee on Aviation, hearing on H.R. 3187, Avia-
tion Safety Protection Act of 1996, 10 a.m., 2167 Ray-
burn.

July 10, Subcommittee on Railroads, hearing on Agen-
cy Oversight: Administration of the Rails to Trails Act,
2 p.m., 2167 Rayburn.

July 11, Subcommittee on Surface Transportation, to
continue hearings on ISTEA Reauthorization Maintaining
Adequate Infrastructure: Federal Funding Distribution
Formulas, 9:30 a.m., 2167 Rayburn.

July 12, Subcommittee on Public Buildings and Eco-
nomic Development, hearing on Overview of GSA Leas-
ing Program, 9 a.m., 2253 Rayburn.

Committee on Ways and Means, July 11, Subcommittee
on Human Resources, hearing on unemployment insur-
ance issues, 10 a.m., B-318 Rayburn.

July 12, Subcommittee on Health, hearing on the Ad-
ministration’s Medicare Choices and Competitive Pricing
Demonstration Projects, 10 a.m., 1100 Longworth.

Permanent Select Committee on Intelligence, July 9, execu-
tive, hearing on National Reconnaissance Program, 2
p.m., H-405 Capitol.

Joint Meetings

Commission on Security and Cooperation in Europe: July 10,
to hold hearings to review the Russian election, 1 p.m.,
2255 Rayburn Building.
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Résumé of Congressional Activity

SECOND SESSION OF THE ONE HUNDRED FOURTH CONGRESS

The first table gives a comprehensive résumé of all legislative business transacted by the Senate and House.
The second table accounts for all nominations submitted to the Senate by the President for Senate confirmation.

DATA ON LEGISLATIVE ACTIVITY
January 3 through June 30, 1996

Senate House
Days in SESSION .......cceereveremerereenerenenene 90 82
Time N SESSION ...c.cveveveveveirieirinieieieiens 651 hrs., 32" 615 hrs., 12'
Congressional Record:

Total

Pages of proceedings ...........c...... 7,343 7,108
Extensions of Remarks ................ . 1,213
Public bills enacted into law ............... 11 53
Private bills enacted into law .............. 0 0
Bills in conference ..........ccccocevevvevvienne. 6 9
Measures passed, total ..........ccccceeennen. 161 240
Senate bills .....ccoooeveviveeie, 25 9
House bills .....c.cceevvvveiiiiiieenns 52 106
Senate joint resolutions ............... 2 2
House joint resolutions ............... 7 9
Senate concurrent resolutions ...... 13 7
House concurrent resolutions ...... 15 20
Simple resolutions ............cccceueeee 47 87
Measures reported, total ............ccc...... *140 *195
Senate bills ....cccoovveieiveiin, 93 1
House bills .....ccccevvvvveiiricieens 37 125
Senate joint resolutions ............... 1 0
House joint resolutions ............... 0 2
Senate concurrent resolutions ...... 3 0
House concurrent resolutions ...... 1 5
Simple resolutions ............cccceueeee 5 62
Special reports ........ccovvereriininiienennn. 10 5
Conference reports ........cooeeeeereeeene. 1 12
Measures pending on calendar ............. 292 73
Measures introduced, total .................. 525 1,170
BillS oo 416 913
Joint resolutions ..........ccccevevvieene. 11 45
Concurrent resolutions ................ 29 66
Simple resolutions ...........cccceueueeee 69 146
Quorum calls .....coovvveveivreeiereeee 1 1
Yea-and-nay VOtes ..........cccooevereeenennn. 182 129
Recorded VOTES .....cccovvvevevvnvierecisieinn . 162
Bills vetoed .....ccceeevvvveiirceeseinn 0 4
Vetoes overridden .........cooeeceenvieeennns 0 0

*These figures include all measures reported, even if there was no accom-
panying report. A total of 110 reports has been filed in the Senate;, a
total of 212 reports has been filed in the House.

DISPOSITION OF EXECUTIVE NOMINATIONS
January 3 through June 30, 1996

Civilian nominations, totaling 279, (including 119 nominations car-
ried over from the first session) disposed of as follows:
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CONFIFMEA ...t 105
UNCONFIFMED ..o 164
WIRAFAWN oo 10
Civilian nominations (FS, PHS, CG, NOAA), totaling 1,336, (includ-
ing 320 nominations carried over from the first session) disposed
of as follows:
CONFIMMET .t 1,165
UNCONFIFMEA ... 171
Air Force nominations, totaling 9,309, (including 4,952 nominations
carried over from the first session) disposed of as follows:
CONFIMMET . 6,713
UNCONFIFMED ... 2,596
Army nominations, totaling 8,575, (including 2,304 nominations car-
ried over from the first session) disposed of as follows:
CONFIMMED ..ot 8,557
UNCONFITMED ...viiiieicieieeee e 18
Navy nominations, totaling 2,912, (including 21 nominations carried
over from the first session) disposed of as follows:
CONFIMMET ..ot 2,062
UNCONFITMED ..ot 850
Marine Corps nominations, totaling 2,076 (including 8 nominations
carried over from the first session) disposed of as follows:
CONFIMMET .t 2,063
Unconfirmed 13
Summary
Total nominations carried over from the first session .........c.ccoceevevvrvennnn 7,724
Total nominations received this session ..................... ... 16,763
Total confirmed ........ccoeevirncicinnnene. . 20,665
Total unconfirmed .. .. 3,812
Total WIthAraWn ..o 10
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Next Meeting of the SENATE
9:30 a.m., Tuesday, July 9

Senate Chamber
Program for Tuesday: Senate will continue consider-

Next Meeting of the HOUSE OF REPRESENTATIVES
12:30 p.m., Tuesday, July 9

House Chamber
Program for Tuesday: Consideration of the following 3

Suspensions:

1. H.R. 3431, Armored Car Industry Reciprocity Act;

2. H.R. 248, Providing Expanded Studies and Innova-
tive programs for Traumatic Brain Injury; and

3. H. Con. Res. 193, Cost of Government Day Resolu-
tion.

ation of H.R. 3448, Small Business Job Protection/Mini-
mum Wage, and upon final disposition, Senate will begin
consideration of S. 295, TEAM Act.

(Senate will recess from 12:30 p.m. until 2:15 p.m. for re-
spective party conferences.)

Extensions of Remarks, as inserted in this issue

HOUSE Oberstar, James L., Minn., E1216 Reed, Jack, R.1., E1218
Pomeroy, Earl, N. Dak., E1216 Schumer, Charles E., N.Y., E1217
Lipinski, William O., Ill., E1217 Quinn, Jack, N.Y., E1215 Underwood, Robert A., Guam, E1215, E1216, E1217

. The public proceedings of each House of Congress, as reported by
ungr[gglnna K[nr the Official Reporters thereof, are printed pursuant to directions
of the Joint Committee on Printing as authorized by appropriate
provisions of Title 44, United States Code, and published for each day that one or both Houses are in session, excepting very
infrequent instances when two or more unusually small consecutive issues are printed at one time. {Public access to
the Congressional Record is available online through GPO Access, a service of the Government Printing Office, free of charge to the user.
The online database is updated each day the Congressional Record is published. The database includes both text and graphics from the
beginning of the 103d Congress, 2d session (January 1994) forward. It is available on the Wide Area Information Server (WAIS) through the
Internet and via asynchronous dial-in. Internet users can access the database by using the World Wide Web; the Superintendent of
Documents home page address is http://www.access.gpo.gov/su__docs, by using local WAIS client software or by telnet to
swais.access.gpo.gov, then login as guest (no password required). Dial-in users should use communications software and modem to call (202)
512-1661; type swais, then login as guest (no password required). For general information about GPO Access, contact the GPO Access User
Support Team by sending Internet e-mail to help@eids05.eids.gpo.gov, or a fax to (202) 512-1262; or by calling (202) 512-1530 between 7 a.m. and
5 p.m. Eastern time, Monday through Friday, except for Federal holidays. 1The Congressional Record paper and 24x microfiche will be
furnished by mail to subscribers, free of postage, at the following prices: paper edition, $112.50 for six months, $225 per year, or purchased for
$1.50 per issue, payable in advance; microfiche edition, $118 per year, or purchased for $1.50 per issue payable in advance. The semimonthly
Congressional Record Index may be purchased for the same per issue prices. Remit check or money order, made payable to the
Superintendent of Documents, directly to the Government Printing Office, Washington, D.C. 20402. { Following each session of Congress, the
daily Congressional Record is revised, printed, permanently bound and sold by the Superintendent of Documents in individual parts or by
sets. fWith the exception of copyrighted articles, there are no restrictions on the republication of material from the Congressional Record.
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