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former members of the uniformed services
and their dependents to the extent that such
expenses are not payable under medicare,
and for other purposes; to the Committee on
Armed Services.

S. 167. A bill for the relief of Alfredo
Tolentino of Honolulu, Hawaii; to the Com-
mittee on Government Affairs.

By Mr. DEWINE:

S. 168. A bill to reform criminal procedure,
and for other purposes; to the Committee on
the Judiciary.

By Mr. CRAIG:

S. 169. A bill to amend the Immigration
and Nationality Act with respect to the ad-
mission of temporary H-2A workers; to the
Committee on the Judiciary.

By Mr. DEWINE:

S. 170. A bill to provide for a process to au-
thorize the use of clone pagers, and for other
purposes; to the Committee on the Judici-
ary.

S. 171. A bill to amend title 18, United
States Code, to insert a general provision for
criminal attempt; to the Committee on the
Judiciary.

S. 172. A bill to amend title 18, United
States Code, to set forth the civil jurisdic-
tion of the United States for crimes commit-
ted by persons accompanying the Armed
Forces outside of the United States, and for
other purposes; to the Committee on the Ju-
diciary.

S. 173. A bill to expedite State reviews of
criminal records of applicants for private se-
curity officer employment, and for other
purposes; to the Committee on the Judici-
ary.

S. 174. A bill to establish the Fallen Tim-
bers Battlefield, Fort Meigs, and Fort Mi-
amis National Historical Site in the State of
Ohio; to the Committee on Energy and Natu-
ral Resources.

By Mr. INOUYE:

S. 175. A bill to amend chapter 81 of title 5,
United States Code, to authorize the use of
clinical social workers to conduct evalua-
tions to determine work-related emotional
and mental illnesses; to the Committee on
Governmental Affairs.

S. 176. A bill for the relief of Susan Rebola
Cardenas; to the Committee on the Judici-
ary.
S. 177. A bill to provide for a special appli-
cation of section 1034 of the Internal Reve-
nue Code of 1986; to the Committee on Fi-
nance.

By Mr. DEWINE:

S. 178. A bill to amend the Social Security
Act to clarify that the reasonable efforts re-
quirement includes consideration of the
health and safety of the child; to the Com-
mittee on Finance.

By Mr. HATCH (for himself, Mr. LoOTT,
Mr. THURMOND, Mr. CRAIG, Mr. NICK-
LES, Mr. DOMENICI, Mr. STEVENS, Mr.
ROTH, Mr. BRYAN, Mr. KOHL, Mr.
GRASSLEY, Mr. GRAHAM, Mr. SPEC-
TER, Mr. BAucus, Mr. THOMPSON, Mr.
BREAUX, Mr. KvyL, Ms. MOSELEY-
BRAUN, Mr. DEWINE, Mr. RoBB, Mr.
ABRAHAM, Mr. ASHCROFT, Mr. SES-
SIONS, Mr. D’AMATO, Mr. HELMS, Mr.
LUGAR, Mr. CHAFEE, Mr. McCAIN, Mr.

JEFFORDS, Mr. WARNER, Mr.
COVERDELL, Mr. COCHRAN, Mrs.
HUTCHISON, Mr. MACK, Mr. GRAMM,
Ms. SNOWE, Mr. ALLARD, Mr.

BROWNBACK, Ms. COLLINS, Mr. ENzI,
Mr. HAGEL, Mr. HUTCHINSON, Mr. RoB-
ERTS, Mr. GORDON H. SMITH, Mr. BEN-
NETT, Mr. BOND, Mr. BURNS, Mr.
CAMPBELL, Mr. COATS, Mr.
FAIRCLOTH, Mr. FRIST, Mr. GORTON,
Mr. GRAMS, Mr. GREGG, Mr. INHOFE,
Mr. KEMPTHORNE, Mr. MCCONNELL,
Mr. MURKOWSKI, Mr. SANTORUM, Mr.
SHELBY, Mr. SMITH, and Mr. THOMAS):
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S.J. Res. 1. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States to require a balanced budget; to
the Committee on the Judiciary.

By Mr. HOLLINGS (for himself, Mr.
SPECTER, Mr. DASCHLE, Mr. DORGAN,
Mr. SHELBY, Mr. REID, Mr. ForD, and
Mr. REED):

S.J. Res. 2. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States relating to contributions and ex-
penditures intended to affect elections; to
the Committee on the Judiciary.

By Mr. THURMOND:

S.J. Res. 3. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States relating to voluntary school pray-
er; to the Committee on the Judiciary.

S.J. Res. 4. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States; to the Committee on the Judici-
ary.

By Mr. ROTH (for himself and Mr.
MOYNIHAN):

S.J. Res. 5. A joint resolution waiving cer-
tain provisions of the Trade Act of 1974 relat-
ing to the appointment of the United States
Trade Representative; to the Committee on
Finance.

By Mr. KYL (for himself and Mrs. FEIN-
STEIN):

S.J. Res. 6. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States to protect the rights of crime vic-
tims; to the Committee on the Judiciary.

By Mr. GRAMM:

S.J. Res. 7. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States to require a balanced budget; to
the Committee on the Judiciary.

By Mr. KYL:

S.J. Res. 8. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States to provide that expenditures for a
fiscal year shall exceed neither revenues for
such fiscal year nor 19 per centum of the Na-
tion’s gross domestic product for the last
calendar year ending before the beginning of
such fiscal year; to the Committee on the
Judiciary.

By Mr. KYL (for himself, Mr. ABRAHAM,
Mr. BROWNBACK, Mr. COVERDELL, Mr.
CRAIG, Mr. FAIRCLOTH, Mr. GRAMS,
Mr. HAGEL, Mr. HELMS, Mrs.
HUTCHISON, Mr. HUTCHINSON, Mr.
INHOFE, Mr. MCCAIN, Mr. SANTORUM,
Mr. SESSIONS, Mr. SHELBY, Mr.
SMITH, and Mr. THOMPSON):

S.J. Res. 9. A joint resolution proposing an
amendment to the Constitution of the Unit-
ed States to require two-thirds majorities for
increasing taxes; to the Committee on the
Judiciary.

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. MACK (for himself, Mr. GRAMM,
Mr. FIRST, Mr. D’AMATO, and Mr.
SPECTER):

S. Res. 15. A resolution expressing the
sense of the Senate that the Federal commit-
ment to biomedical research should be in-
creased substantially over the next 5 years;
to the Committee on Appropriations.

By Mr. LUGAR:

S. Res. 16. A resolution expressing the
sense of the Senate that the income tax
should be eliminated and replaced with a na-
tional sales tax; to the Committee on Fi-
nance.

S. Res. 17. A resolution on the ratification
of the Chemical Weapons Convention; to the
Committee on Foreign Relations.
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By Mr. FAIRCLOTH:

S. Res. 18. A resolution to express the sense
of the Senate regarding reduction of the na-
tional debt; to the Committee on the Budget
and the Committee on Governmental Affairs,
jointly, pursuant to the order of August 4,
1977 with instructions that if one Committee
reports, the other Committee have thirty
days to report or be discharged.

By Mr. MOYNIHAN (for himself, Mr.

HELMS, Mr. LEAHY, Mr. JEFFORDS,
Mr. DobD, Mr. FEINGOLD, and Mr.
WELLSTONE):

S. Res. 19. A resolution expressing the
sense of the Senate regarding United States
opposition to the prison sentence of Tibetan
ethnomusicologist Ngawang Choephel by the
Government of the People’s Republic of
China; to the Committee on Foreign Rela-
tions.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. COVERDELL (for himself,
Mr. COATS, Mr. GREGG, Mr.
LOTT, Mr. BOND, Mr. ABRAHAM,
Mr. ALLARD, Mr. ASHCROFT, Mr.
CRAIG, Mr. DEWINE, Mr. DOMEN-
ICI, Mr. FAIRCLOTH, Mr. GORTON,

Mr. GRAMS, Mr. HAGEL, Mr.
HATCH, Mrs. HUTCHISON, Mr.
HUTCHINSON, Mr. KyL, Mr.
MCcCAIN, Mr. MCCONNELL, Mr.
MURKOWSKI, Mr. NICKLES, Mr.

SMITH, Mr. THURMOND, and Mr.
WARNER):

S. 1. A bill to provide for safe and af-
fordable schools; to the Committee on
Finance.

THE SAFE AND AFFORDABLE SCHOOLS ACT OF

1997

Mr. COVERDELL. Mr. President, for
people to remain free, they must be
educated. It is at the foundation of our
liberty. This bill that has just been re-
ferred owes a great debt to Senator
CoAaTs of Indiana, Senator GREGG of
New Hampshire, Senator RoTH of Dela-
ware, Senator JEFFORDS of Vermont,
Senator BoOND of Missouri, Senator
SHELBY of Alabama, and Senator
GRASSLEY of lowa.

Mr. President, there is a grave condi-
tion in our elementary and high
schools across the land. Forty-six per-
cent of our students have made at least
one change in daily routine because of
concerns about personal safety. Twen-
ty-nine percent said it was easy to get
illegal drugs. Seventy-nine percent
have friends who are regular drinkers.
Sixty-eight percent can buy marijuana
within a day. Sixty-two percent have
friends who use marijuana.

During the last 15 years, Mr. Presi-
dent, tuition at 4-year public colleges
and universities rose 234 percent. In
contrast, median household income
rose only 82 percent, putting an ever
tighter squeeze on those families that
choose to and desire to send their chil-
dren to college.

Since 1990, American college students
have borrowed over $100 billion, and
borrowing among students and families
to seek their higher education has sky-
rocketed.

Mr. President, since 1965, the United
States has spent half a trillion dol-
lars—$500 billion—on Federal education
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programs, yet 66 percent of 17-year-olds
do not read at a proficient level, and
reading scores have been declining for
three decades. Moreover, 75 percent of
fourth graders nationally scored below
the proficient level of reading.

Mr. President, the Safe and Afford-
able Schools Act believes that no fam-
ily—no family—in America should be
forced to send their student to an un-
safe, violent, and drug-infested school.
I repeat, no family should be forced—
forced—to put their child in a school
that is certifiably unsafe, certifiably
drug ridden.

This act will provide choice for chil-
dren attending unsafe schools and pro-
vide an escape route from those Kinds
of schools. This act will ensure safe and
drug-free schools and offers a grant
program to those schools who are
building better safety in the school
place.

It is hard to believe, Mr. President,
that 40 percent of our students today
do not feel safe in school. One in five
are taking a weapon to school. There
are 2,000 acts of violence every hour in
American classrooms.

Every student who chooses to go to
college ought to have an affordable
plan to do it. At the center point of
this legislation is the Bob Dole Edu-
cational Investment Account. This will
allow a family to put $1,000 a year,
after tax, into an investment account
of their choice, and when they are
ready to send their child to school, the
funds withdrawn from that account
will occur with no tax liability. In
other words, a plan setting forth, under
the name of our former colleague, an
opportunity for families to plan for
their child’s future education.

It will provide for the deduction of
student loan interest. It will protect
State prepaid tuition plans. It will pro-
vide and extend employer-provided
educational assistance, and it will
make nontaxable work-study awards,
all geared toward making it possible
for that family, that student, to pro-
vide for their higher education.

The Presiding Officer is very familiar
with the Federal Government’s propen-
sity to force unfunded mandates on
State and local governments. Such is
the case with the individuals in the
Disabilities Education Act, which was
mandated by the Federal Government
but never really paid for by the Federal
Government. We are only making
about a 7 percent to 8 percent contribu-
tion.

This act will authorize spending up
to $10 billion over the next 7 years so
that the Federal Government will be a
true partner in that mandate and fund
upwards to 40 percent of this act that
was imposed on State government,
freeing those State governments of
funds that they can use to better im-
prove their educational system.

Mr. President, when students arrive
at college they ought to be proficient
in the basic skills. | just cited figures
that said they are not. This act will
promote adult education and family
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literacy. The legislation provides $400
million in the form of block grants to
States to establish programs to combat
illiteracy. The bill creates a separate
$100 million fund to provide incentive
grants to encourage local innovation in
addressing the problem of illiteracy.

Mr. President, |1 began my remarks
by saying that one of the fundamental
extensions of freedom is education.
This has always been the case in Amer-
ica. We have come to a time when the
schoolroom is not safe. Therefore, the
education that must emanate there is
severely impaired. This education is a
function of the States. The Federal
Government has a role in leadership
and innovation and assistance. That is
at the core of this legislation we are of-
fering today.

Mr. President, | appreciate the oppor-
tunity to describe the act today.

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.1

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Safe and Af-
fordable Schools Act of 1997"".
SEC. 2. FINDINGS AND PURPOSE.

(a) FINDINGS.—Congress finds that—

(1) in too many of our Nation’s elementary
and secondary schools the test confronting
our Nation’s children is survival, not learn-
ing;

(2) our Nation’s schools will not be re-
stored to excellence unless parents, States,
and local communities take the lead; and

(3) the Federal Government’s role in edu-
cation is quite properly to encourage, not to
mandate.

(b) PURPOSE.—The purpose of this Act is—

(1) to ensure that parents, local commu-
nities and States have the primary role in
educating our Nation’s children;

(2) to restore excellence to our Nation’s
schools;

(3) to give local communities and States
maximum flexibility in administering Fed-
eral education programs;

(4) to allow education reforms to be tai-
lored to the unique needs of local commu-
nities and States;

(5) to place the highest priority on provid-
ing our Nation’s students with safe, drug-
free learning environments;

(6) to ensure that the choice of whether to
attend college is to the greatest extent pos-
sible the result of individual student desire
and initiative, not the result of economic
circumstances that leave young parents won-
dering how they can best provide such an
education in the face of staggering college
tuition costs;

(7) to focus resources on adult education,
realizing that education often is a lifelong
process; and

(8) to promote literacy by attacking our

Nation’s unacceptably high level of illit-
eracy.
TITLE I—SAFE AND DRUG-FREE SCHOOLS

INITIATIVE
Subtitle A—Student Opportunity and Safety
SEC. 111. SHORT TITLE.

This subtitle may be cited as the ‘‘Student
Opportunity and Safety Act’.
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SEC. 112. FINDINGS AND PURPOSE.

(a) FINDINGS.—The Congress finds as fol-
lows:

(1) Violence, crime, and illegal drug activ-
ity have increased significantly in our Na-
tion’s public schools.

(2) 1t is estimated that 3,000,000 violent
acts or thefts occur in or near schools, and
that one in five public high school students
carries a weapon.

(3) The incidence of violence, and criminal
and illegal drug activity within public ele-
mentary and secondary schools threatens
the school environment and interferes with
the learning process.

(4) 2,000,000 more children are using drugs
in 1997 than were doing so in 1993. For the
first time in the 1990s, over half of our Na-
tion’s graduating high school seniors have
experimented with drugs and approximately
1 out of every 4 of the students have used
drugs in the past month.

(5) After 11 years of declining marijuana
use among children aged 12 to 17, such use
doubled between 1992 and 1995. The number of
8th graders who have used marijuana in the
past month has more than tripled since 1991.

(6) More of our Nation’s school children are
becoming involved with hard core drugs at
earlier ages, as use of heroin and cocaine by
8th graders has more than doubled since 1991.

(7) Students have a right to be safe and se-
cure in their persons while attending school.

(8) Low-income families whose children at-
tend high poverty public schools generally
lack the financial ability to enroll their chil-
dren in private schools or the opportunity to
choose to enroll their children in public
schools less impacted by poverty, illegal
drugs, or violence, while such alternatives
are typically available to more affluent fam-
ilies.

(9) Numerous research studies, including
the 1993 National Assessment of the Chapter
1 Program, have concluded that students at-
tending high poverty public schools have
much lower levels of academic achievement
than other students, regardless of the in-
come level of the family of such students.

(10) Federally supported efforts to meet the
educational needs of disadvantaged children
attending high poverty schools have had lit-
tle, if any, success in improving student
achievement, especially in the highest pov-
erty schools and school districts.

(11) Evidence obtained from systematic
evaluations of school choice demonstration
projects that involve public and private, in-
cluding sectarian, schools will make an im-
portant contribution toward resolving de-
bates over the most effective means of im-
proving the academic achievement of dis-
advantaged children.

(12) 1t is increasingly important that chil-
dren from families of all income levels meet
high standards of academic achievement, in
order to exercise the responsibilities of citi-
zenship and to compete in globally competi-
tive markets.

(b) PURPOSE.—It is the purpose of this sub-
title—

(1) to provide children from low-income
families who attend unsafe schools with the
option of attending safer schools;

(2) to improve schools and academic pro-
grams by providing certain low-income par-
ents with increased consumer power and dol-
lars to choose safer and drug-free schools and
programs that such parents determine best
fit the needs of their children;

(3) to engage more fully certain low-in-
come parents in their children’s schooling;

(4) through families, to provide at the
school site new dollars that teachers and
principals may use to help certain children
achieve high educational standards; and

(5) to demonstrate, through a discretionary
demonstration grant program, the effects of
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projects that provide certain low-income
families with more of the same choices re-
garding all schools, including public, private,
or sectarian schools, that wealthier families
have.

SEC. 113. DEFINITIONS.

As used in this subtitle—

(1) the term ‘“‘choice school” means any
public or private school, including a private
sectarian school or a public charter school,
that—

(A) is involved in a demonstration project
assisted under this subtitle; and

(B) is not an unsafe school;

(2) the term “‘eligible child”” means a child
in any of the grades 1 through 12—

(A) whose family income does not exceed
185 percent of the poverty line; and

(B) who would normally be assigned to at-
tend an unsafe school in the absence of—

(i) a demonstration project under this sub-
title; or

(i) participation, prior to the date of en-
actment of this Act, in a school choice pro-
gram;

(3) the term “‘eligible entity’”” means a pub-
lic agency, institution, or organization, such
as a State, a State or local educational agen-
cy, a consortium of public agencies, or a con-
sortium of public and private nonprofit orga-
nizations, that can demonstrate, to the sat-
isfaction of the Secretary, its ability to—

(A) receive, disburse, and account for Fed-
eral funds; and

(B) carry out the activities described in its
application under this subtitle;

(4) the term ‘“‘evaluating agency’ means
any academic institution, consortium of pro-
fessionals, or private or nonprofit organiza-
tion, with demonstrated experience in con-
ducting evaluations, that is not an agency or
instrumentality of the Federal Government;

(5) the term ‘“‘local educational agency’’
has the same meaning given such term in
section 14101 of the Elementary and Second-
ary Education Act of 1965 (20 U.S.C. 8801);

(6) the term “parent” includes a legal
guardian or other individual acting in loco
parentis;

(7) the term ‘“‘poverty line”” means the pov-
erty line (as defined by the Office of Manage-
ment and Budget, and revised annually in ac-
cordance with section 673(2) of the Commu-
nity Services Block Grant Act (42 U.S.C.
9902(2))) applicable to a family of the size in-
volved;

(8) the term ‘‘school’”” means a school that
provides elementary education or secondary
education (through grade 12), as determined
under State law;

(9) the term ‘‘Secretary’ means the Sec-
retary of Education;

(10) the term ‘‘State”” means each of the 50
States of the United States, the District of
Columbia, and the Commonwealth of Puerto
Rico; and

(11) the term ‘“‘unsafe school” means a
school that has serious crime, violence, ille-
gal drug, and discipline problems, as indi-
cated by conditions that may include high
rates of—

(A) expulsions and suspensions of students
from school;

(B) referrals of students to alternative
schools for disciplinary reasons, to special
programs or schools for delinquent youth, or
to juvenile court;

(C) victimization of students or teachers
by criminal acts, including robbery, assault
and homicide;

(D) enrolled students who are under court
supervision for past criminal behavior;

(E) possession, use, sale or distribution of
illegal drugs;

(F) enrolled students who are attending
school while under the influence of illegal
drugs;
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(G) possession or use of guns or other weap-
ons;

(H) participation in youth gangs; or

(1) crimes against property, such as theft
or vandalism.

SEC. 114. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated
$50,000,000 for the fiscal year 1998, and such
sums as may be necessary for each of the fis-
cal years 1999 through 2002, to carry out this
subtitle.

SEC. 115. PROGRAM AUTHORIZED.

(a) RESERVATION.—From the amount ap-
propriated pursuant to the authority of sec-
tion 114 in any fiscal year, the Secretary
shall reserve and make available to the
Comptroller General of the United States 2
percent for evaluation of programs assisted
under this subtitle in accordance with sec-
tion 121.

(b) GRANTS.—

(1) IN GENERAL.—From the amount appro-
priated pursuant to the authority of section
114 and not reserved under subsection (a) for
any fiscal year, the Secretary shall award
grants to eligible entities to enable such en-
tities to carry out at least 20, but not more
than 30, demonstration projects under which
low-income parents receive education certifi-
cates for the costs of enrolling their eligible
children in a choice school.

(2) AMOUNT.—The Secretary shall award
grants under paragraph (1) for fiscal year
1998 so that—

(A) not more than 2 grants are awarded in
amounts of $5,000,000 or less; and

(B) grants not described in subparagraph
(A) are awarded in amounts of $3,000,000 or
less.

(3) CONTINUING ELIGIBILITY.—The Secretary
shall continue a demonstration project under
this subtitle by awarding a grant under para-
graph (1) to an eligible entity that received
such a grant for a fiscal year preceding the
fiscal year for which the determination is
made, if the Secretary determines that such
eligible entity was in compliance with this
subtitle for such preceding fiscal year.

(4) PRIORITY.—The Secretary shall give pri-
ority to awarding a grant under paragraph
(1) to an eligible entity that—

(A) is conducting a school choice program,
involving public or private schools, on the
date of enactment of this Act; and

(B) operates a school choice program, in-
volving public and private schools, that is
authorized by Federal law.

(c) UsSe oF GRANTS.—Grants awarded under
subsection (b) shall be used to pay the costs
of—

(1) providing education certificates to low-
income parents to enable such parents to pay
the tuition, the fees, the allowable costs of
transportation, if any, and the costs of com-
plying with section 119(a)(1), if any, for their
eligible children to attend a choice school;
and

(2) administration of the demonstration
project, which shall not exceed 15 percent of
the amount received in the first fiscal year
for which the eligible entity provides edu-
cation certificates under this subtitle or 10
percent in any subsequent year, including—

(A) seeking the involvement of choice
schools in the demonstration project;

(B) providing information about the dem-
onstration project, and the schools involved
in the demonstration project, to parents of
eligible children;

(C) making determinations of eligibility
for participation in the demonstration
project for eligible children;

(D) selecting students to participate in the
demonstration project;

(E) determining the amount of, and issu-
ing, education certificates;
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(F) compiling and maintaining such finan-
cial and programmatic records as the Sec-
retary may prescribe; and

(G) collecting such information about the
effects of the demonstration project as the
evaluating agency may need to conduct the
evaluation described in section 121.

(d) SPECIAL RULE.—AnNy school participat-
ing in the demonstration program under this
subtitle shall comply with title VI of the
Civil Rights Act of 1964 (42 U.S.C. 2000d et
seq.) and not discriminate on the basis of
race, color, or national origin.

(e) SUPPLEMENT NOT SupPPLANT.—Each eli-
gible entity receiving funds under this sub-
title shall use such funds to supplement and
not supplant the amount of funds that
would, in the absence of such Federal funds,
be made available from other sources to
carry out the activities assisted under this
subtitle.

(f) SUPPLEMENTATION OF FUNDING.—Each
eligible entity receiving funds under this
section is encouraged to supplement the
funding received under this subtitle with
funding received from State, local, or private
sources.

(g) EDUCATION CERTIFICATES.—

(1) ASSISTANCE TO FAMILIES, NOT CHOICE
scHooLs.—Education certificates provided
under this subtitle shall be considered to be
aid to families, not choice schools. A par-
ent’s use of an education certificate at a
choice school under this subtitle shall not be
construed to be Federal financial aid or as-
sistance to that choice school.

(2) TAXES AND DETERMINATIONS OF ELIGI-
BILITY FOR OTHER FEDERAL PROGRAMS.—Edu-
cation certificates provided under this sub-
title shall not be considered as income to an
eligible child or the parent of such eligible
child for Federal, State, or local tax pur-
poses or for determining eligibility for any
other Federal program.

SEC. 116. AUTHORIZED PROJECTS; PRIORITY.

(a) AUTHORIZED PROJECTS.—The Secretary
may award a grant under this subtitle only
for a demonstration project that—

(1) involves at least one local educational
agency that—

(A) receives funds under section 1124A of
the Elementary and Secondary Education
Act of 1965 (20 U.S.C. 6334); and

(B) is among the 20 percent of local edu-
cational agencies receiving funds under sec-
tion 1124A of such Act (20 U.S.C. 6334) in the
State and having the highest number or
greatest percentage of children described in
section 1124(c) of such Act (20 U.S.C. 6333(c));
and

(2) includes the involvement of a sufficient
number of public and private choice schools,
including sectarian schools, to allow for a
valid demonstration project.

(b) PRIORITY.—INn awarding grants under
this subtitle, the Secretary shall give prior-
ity to demonstration projects—

(1) in which choice schools offer an enroll-
ment opportunity to the broadest range of
eligible children;

(2) that involve diverse types of choice
schools; and

(3) that will contribute to the geographic
diversity of demonstration projects assisted
under this subtitle, including awarding
grants for demonstration projects in States
that are primarily rural and awarding grants
for demonstration projects in States that are
primarily urban.

SEC. 117. APPLICATIONS.

(a) IN GENERAL.—AnNy eligible entity that
wishes to receive a grant under this subtitle
shall submit an application to the Secretary
at such time and in such manner as the Sec-
retary may prescribe.

(b) CoNTENTS.—Each application described
in subsection (a) shall contain—
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(1) information demonstrating the eligi-
bility for participation in the demonstration
program of the eligible entity;

(2) a description of how the eligible entity
will determine a school to be a unsafe school
in accordance with section 113(11);

(3) with respect to choice schools—

(A) a description of the types of potential
choice schools that will be involved in the
demonstration project;

(B)(i) a description of the procedures used
to encourage public and private schools to be
involved in the demonstration project; and

(ii) a description of how the eligible entity
will annually determine the number of
spaces available for eligible children in each
choice school;

(C) an assurance that each choice school
will not impose higher standards for admis-
sion or participation in its programs and ac-
tivities for eligible children provided edu-
cation certificates under this subtitle than
the choice school does for other children;

(D) an assurance that the eligible entity
will terminate the involvement of any choice
school that fails to comply with the condi-
tions of its involvement in the demonstra-
tion project; and

(E) a description of the extent to which
choice schools will accept education certifi-
cates under this subtitle as full or partial
payment for tuition and fees;

(4) with respect to the participation in the
demonstration project of eligible children—

(A) a description of the procedures to be
used to make a determination of eligibility
for participation in the demonstration
project for an eligible child;

(B) a description of the procedures to be
used to ensure that, in selecting eligible
children to participate in the demonstration
project, the eligible entity will—

(i) apply the same criteria to both public
and private school eligible children; and

(ii) give priority to eligible children from
the lowest income families;

(C) a description of the procedures to be
used to ensure maximum choice of schools
for participating eligible children; and

(D) a description of the procedures to be
used to ensure compliance with section
119(a)(1), which may include—

(i) the direct provision of services by a
local educational agency; and

(ii) arrangements made by a local edu-
cational agency with other service providers;

(5) with respect to the operation of the
demonstration project—

(A) a description of the procedures to be
used for the issuance and redemption of edu-
cation certificates under this subtitle;

(B) a description of the procedures by
which a choice school will make a pro rata
refund of the education certificate under this
subtitle for any participating eligible child
who withdraws from the school for any rea-
son, before completing 75 percent of the
school attendance period for which the edu-
cation certificate was issued;

(C) a description of the procedures to be
used to provide the parental notification de-
scribed in section 120;

(D) an assurance that the eligible entity
will place all funds received under this sub-
title into a separate account, and that no
other funds will be placed in such account;

(E) an assurance that the eligible entity
will cooperate with the Comptroller General
of the United States and the evaluating
agency in carrying out the evaluations de-
scribed in section 121; and

(F) an assurance that the eligible entity
will—

(i) maintain such records as the Secretary
may require; and

(if) comply with reasonable requests from
the Secretary for information; and
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(6) such other assurances and information
as the Secretary may require.
SEC. 118. EDUCATION CERTIFICATES.

(a) EDUCATION CERTIFICATES.—

(1) AMOUNT.—The amount of an eligible
child’s education certificate under this sub-
title shall be determined by the eligible en-
tity, but shall be an amount that provides to
the recipient of the education certificate the
maximum degree of choice in selecting the
choice school the eligible child will attend.

(2) CONSIDERATIONS.—

(A) IN GENERAL.—Subject to such regula-
tions as the Secretary shall prescribe, in de-
termining the amount of an education cer-
tificate under this subtitle an eligible entity
shall consider—

(i) the additional reasonable costs of trans-
portation directly attributable to the eligi-
ble child’s participation in the demonstra-
tion project; and

(ii) the cost of complying with section
119(a)(1).

(B) SCHOOLS CHARGING TUITION.—If an eligi-
ble child participating in a demonstration
project under this subtitle was attending a
public or private school that charged tuition
for the year preceding the first year of such
participation, then in determining the
amount of an education certificate for such
eligible child under this subtitle the eligible
entity shall consider—

(i) the tuition charged by such school for
such eligible child in such preceding year;
and

(ii) the amount of the education certifi-
cates under this subtitle that are provided to
other eligible children.

(3) SPECIAL RULE.—AnN eligible entity may
provide an education certificate under this
subtitle to the parent of an eligible child
who chooses to attend a school that does not
charge tuition or fees, to pay the additional
reasonable costs of transportation directly
attributable to the eligible child’s participa-
tion in the demonstration project or the cost
of complying with section 119(a)(1).

(b) ADJUSTMENT.—The amount of the edu-
cation certificate for a fiscal year may be ad-
justed in the second and third years of an eli-
gible child’s participation in a demonstra-
tion project under this subtitle to reflect any
increase or decrease in the tuition, fees, or
transportation costs directly attributable to
that eligible child’s continued attendance at
a choice school, but shall not be increased
for this purpose by more than 10 percent of
the amount of the education certificate for
the fiscal year preceding the fiscal year for
which the determination is made. The
amount of the education certificate may also
be adjusted in any fiscal year to comply with
section 119(a)(1).

(c) MAXIMUM AMOUNT.—Notwithstanding
any other provision of this section, the
amount of an eligible child’s education cer-
tificate shall not exceed the per pupil ex-
penditure for elementary or secondary edu-
cation, as appropriate, by the local edu-
cational agency in which the public school to
which the eligible child would normally be
assigned is located for the fiscal year preced-
ing the fiscal year for which the determina-
tion is made.

SEC. 119. EFFECT ON OTHER PROGRAMS.

(a) EFFECT ON OTHER PROGRAMS.—

(1) IN GENERAL.—AnN eligible child partici-
pating in a demonstration project under this
subtitle, who, in the absence of such a dem-
onstration project, would have received serv-
ices under part A of title | of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 6311 et seq.) shall be provided such
services.

(2) PART B OF THE INDIVIDUALS WITH DIS-
ABILITIES EDUCATION ACT.—Nothing in this
subtitle shall be construed to affect the re-
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quirements of part B of the Individuals with
Disabilities Education Act (20 U.S.C. 1411 et
seq.).

(b) COUNTING OF ELIGIBLE CHILDREN.—NoOt-
withstanding any other provision of law, any
local educational agency participating in a
demonstration project under this subtitle
may count eligible children who, in the ab-
sence of such a demonstration project, would
attend the schools of such agency, for pur-
poses of receiving funds under any program
administered by the Secretary.

(c) SECTARIAN INSTITUTIONS.—Nothing in
this subtitle shall be construed to supersede
or modify any provision of a State constitu-
tion that prohibits the expenditure of public
funds in or by sectarian institutions.

SEC. 120. PARENTAL NOTIFICATION.

Each eligible entity receiving a grant
under this subtitle shall provide timely no-
tice of the demonstration project to parents
of eligible children residing in the area to be
served by the demonstration project. At a
minimum, such notice shall—

(1) describe the demonstration project;

(2) describe the eligibility requirements for
participation in the demonstration project;

(3) describe the information needed to
make a determination of eligibility for par-
ticipation in the demonstration project for
an eligible child;

(4) describe the selection procedures to be
used if the number of eligible children seek-
ing to participate in the demonstration
project exceeds the number that can be ac-
commodated in the demonstration project;

(5) provide information about each choice
school, including information about any ad-
mission requirements or criteria for each
choice school participating in the dem-
onstration project; and

(6) include the schedule for parents to
apply for their eligible children to partici-
pate in the demonstration project.

SEC. 121. EVALUATION.

(a) ANNUAL EVALUATION.—

(1) CoNTRACT.—The Comptroller General of
the United States shall enter into a con-
tract, with an evaluating agency that has
demonstrated experience in conducting eval-
uations, for the conduct of an ongoing rigor-
ous evaluation of the demonstration pro-
gram under this subtitle.

(2) ANNUAL EVALUATION REQUIREMENT.—The
contract described in paragraph (1) shall re-
quire the evaluating agency entering into
such contract to annually evaluate each
demonstration project under this subtitle in
accordance with the evaluation criteria de-
scribed in subsection (b).

(38) TRANSMISSION.—The contract described
in paragraph (1) shall require the evaluating
agency entering into such contract to trans-
mit to the Comptroller General of the United
States—

(A) the findings of each annual evaluation
under paragraph (1); and

(B) a copy of each report received pursuant
to section 122(a) for the applicable year.

(b) EVALUATION CRITERIA.—The Comptrol-
ler General of the United States, in consulta-
tion with the Secretary, shall establish mini-
mum criteria for evaluating the demonstra-
tion program under this subtitle. Such cri-
teria shall provide for—

(1) a description of the implementation of
each demonstration project under this sub-
title and the demonstration project’s effects
on all participants, schools, and commu-
nities in the demonstration project area,
with particular attention given to the effect
of parent participation in the life of the
school and the level of parental satisfaction
with the demonstration program; and
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(2) a comparison of the educational
achievement of, and the incidences of vio-
lence and drug activity related to, all stu-
dents in the demonstration project area, in-
cluding a comparison of similar—

(A) students receiving education certifi-
cates under this subtitle; and

(B) students not receiving education cer-
tificates under this subtitle.

SEC. 122. REPORTS.

(a) REPORT BY GRANT RECIPIENT.—Each eli-
gible entity receiving a grant under this sub-
title shall submit to the evaluating agency
entering into the contract under section
121(a)(1) an annual report regarding the dem-
onstration project under this subtitle. Each
such report shall be submitted at such time,
in such manner, and accompanied by such in-
formation, as such evaluating agency may
require.

(b) REPORTS BY COMPTROLLER GENERAL.—

(1) ANNUAL REPORTS.—The Comptroller
General of the United States shall report an-
nually to the Congress on the findings of the
annual evaluation under section 121(a)(2) of
each demonstration project under this sub-
title. Each such report shall contain a copy
of—

(A) the annual evaluation under section
121(a)(2) of each demonstration project under
this subtitle; and

(B) each report received under subsection
(a) for the applicable year.

(2) FINAL REPORT.—The Comptroller Gen-
eral shall submit a final report to the Con-
gress within 6 months after the conclusion of
the demonstration program under this sub-
title that summarizes the findings of the an-
nual evaluations conducted pursuant to sec-
tion 121(a)(2).

Subtitle B—Common Sense School Safety
SEC. 141. SHORT TITLE.

This subtitle may be cited as the ““Com-
mon Sense School Safety Act”.

CHAPTER I—PUPIL SAFETY AND FAMILY

CHOICE
SEC. 151. PUPIL SAFETY AND FAMILY SCHOOL
CHOICE.

Subpart 1 of part A of title I of the Ele-
mentary and Secondary Education Act of
1965 (20 U.S.C. 6311 et seq.) is amended by in-
serting after section 1115A of such Act (20
U.S.C. 6316) the following:

“SEC. 1115B. PUPIL SAFETY AND FAMILY SCHOOL
CHOICE.

““(a) IN GENERAL.—If a student is eligible to
be served under section 1115(b), or attends a
school eligible for a schoolwide program
under section 1114, and becomes a victim of
a violent criminal offense while in or on the
grounds of a public elementary school or sec-
ondary school that the student attends and
that receives assistance under this part, then
the local educational agency may use funds
provided under this part to pay the supple-
mentary costs for such student to attend an-
other school. The agency may use the funds
to pay for the supplementary costs of such
student to attend any other public or private
elementary school or secondary school, in-
cluding a sectarian school, in the same State
as the school where the criminal offense oc-
curred, that is selected by the student’s par-
ent. The State educational agency shall de-
termine what actions constitute a violent
criminal offense for purposes of this section.

“(b) SUPPLEMENTARY CosTs.—The supple-
mentary costs referred to in subsection (a)
shall not exceed—

“(1) in the case of a student for whom
funds under this section are used to enable
the student to attend a public elementary
school or secondary school served by a local
educational agency that also serves the
school where the violent criminal offense oc-
curred, the costs of supplementary edu-
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cational services and activities described in
section 1114(b) or 1115(c) that are provided to
the student;

“(2) in the case of a student for whom
funds under this section are used to enable
the student to attend a public elementary
school or secondary school served by a local
educational agency that does not serve the
school where the violent criminal offense oc-
curred but is located in the same State—

‘“(A) the costs of supplementary edu-
cational services and activities described in
section 1114(b) or 1115(c) that are provided to
the student; and

‘“(B) the reasonable costs of transportation
for the student to attend the school selected
by the student’s parent; and

“(3) in the case of a student for whom
funds under this section are used to enable
the student to attend a private elementary
school or secondary school, including a sec-
tarian school, the costs of tuition, required
fees, and the reasonable costs of such trans-
portation.

‘‘(c) ConsTRUCTION.—Nothing in this Act or
any other Federal law shall be construed to
prevent a parent assisted under this section
from selecting the public or private elemen-
tary school or secondary school that a child
of the parent will attend within the State.

‘“(d) CONSIDERATION OF ASSISTANCE.—AS-
sistance used under this section to pay the
costs for a student to attend a private school
shall not be considered to be Federal aid to
the school, and the Federal Government
shall have no authority to influence or regu-
late the operations of a private school as a
result of assistance received under this sec-
tion.

‘“(e) CONTINUING ELIGIBILITY.—A student
assisted under this section shall remain eli-
gible to continue receiving assistance under
this section for at least 3 academic years
without regard to whether the student is eli-
gible for assistance under section 1114 or
1115(b).

“(f) STATE LAw.—All actions undertaken
under this section shall be undertaken in ac-
cordance with State law and may be under-
taken only to the extent such actions are
permitted under State law.

““(g) TuiTiIoN CHARGES.—Assistance under
this section may not be used to pay tuition
or required fees at a private elementary
school or secondary school in an amount
that is greater than the tuition and required
fees paid by students not assisted under this
section at such school.

““(h) SPeciAL RULE.—Any school receiving
assistance provided under this section shall
comply with title VI of the Civil Rights Act
of 1964 (42 U.S.C. 2000d et seq.) and not dis-
criminate on the basis of race, color, or na-
tional origin.

‘(i) ASSISTANCE; TAXES AND OTHER FED-
ERAL PROGRAMS.—

““(1) ASSISTANCE TO  FAMILIES, NOT
SCHooLs.—Assistance provided under this
section shall be considered to be aid to fami-
lies, not schools. Use of such assistance at a
school shall not be construed to be Federal
financial aid or assistance to that school.

““(2) TAXES AND DETERMINATIONS OF ELIGI-
BILITY FOR OTHER FEDERAL PROGRAMS.—AS-
sistance provided under this section to a stu-
dent shall not be considered to be income of
the student or the parent of such student for
Federal, State, or local tax purposes or for
determining eligibility for any other Federal
program.

“(Jj) PART B OF THE INDIVIDUALS WITH Dis-
ABILITIES EDUCATION AcT.—Nothing in this
section shall be construed to affect the re-
quirements of part B of the Individuals with
Disabilities Education Act (20 U.S.C. 1411 et
seq.).

(k) SECTARIAN INSTITUTIONS.—Nothing in
this section shall be construed to supersede
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or modify any provision of a State constitu-
tion that prohibits the expenditure of public
funds in or by sectarian institutions.

“(1) MaxiMum AMOUNT.—Notwithstanding
any other provision of this section, the
amount of assistance provided under this
part for a student shall not exceed the per
pupil expenditure for elementary or second-
ary education, as appropriate, by the local
educational agency that serves the school
where the criminal offense occurred for the
fiscal year preceding the fiscal year for
which the determination is made.”.

SEC. 152. TRANSFER OF REVENUES.

(@) IN GENERAL.—Notwithstanding any
other provision of Federal law, a State, a
State educational agency, or a local edu-
cational agency may transfer any non-Fed-
eral public funds associated with the edu-
cation of a student who is a victim of a vio-
lent criminal offense while in or on the
grounds of a public elementary school or sec-
ondary school served by a local educational
agency to another local educational agency
or to a private elementary school or second-
ary school, including a sectarian school.

(b) DEFINITIONS.—For the purpose of sub-
section (a), the terms ‘‘elementary school”,
“‘secondary school”’, “‘local educational agen-
cy’”, and ‘“‘State educational agency’ have
the meanings given such terms in section
14101 of the Elementary and Secondary Edu-
cation Act of 1965 (20 U.S.C. 8801).

CHAPTER I1—VICTIM ASSISTANCE
PROGRAMS
SEC. 161. AMENDMENTS TO VICTIMS OF CRIME
ACT OF 1984.

(a) VicTIM COMPENSATION.—Section 1403 of
the Victims of Crime Act of 1984 (42 U.S.C.
10602) is amended by adding at the end the
following:

“(f) VICTIMS OF ScHooL VIOLENCE.—Not-
withstanding any other provision of law, an
eligible crime victim compensation program
may expend funds granted under this section
to offer compensation to elementary and sec-
ondary school students who are victims of el-
ementary and secondary school violence (as
school violence is defined under applicable
State law).”.

(b) VICTIM AND WITNESS ASSISTANCE.—Sec-
tion 1404(c) of the Victims of Crime Act of
1984 (42 U.S.C. 10603(c)) is amended by adding
at the end the following:

““(4) ASSISTANCE FOR VICTIMS OF AND WIT-
NESSES TO SCHOOL VIOLENCE.—Notwithstand-
ing any other provision of law, the Director
may make a grant under this section for a
demonstration project or for training and
technical assistance services to a program
that assists local educational agencies (as
local educational agency is defined in sec-
tion 14101 of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 8801)) in de-
veloping, establishing, and operating pro-
grams that are designed to protect victims of
and witnesses to incidents of elementary and
secondary school violence (as school violence
is defined under applicable State law), in-
cluding programs designed to protect wit-
nesses testifying in school disciplinary pro-
ceedings.”.

CHAPTER I1I—INNOVATIVE PROGRAMS TO
IMPROVE UNSAFE SCHOOLS
SEC. 171. FINDINGS AND PURPOSE.

(a) FINDINGS.—Congress finds that—

(1) the continued presence in schools of
violent students who are a thereat to both
teachers and other students is incompatible
with a safe learning environment;

(2) unsafe school environments place stu-
dents who are already at risk of school fail-
ure for other reasons in further jeopardy;

(3) recently, over one-forth of high school
students surveyed reported being threatened
at school;
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(4) 2,000,000 more children are using drugs
in 1997 than were doing so a few short years
prior to 1997;

(5) nearly 1 out of every 20 students in 6th
through 12th grade uses drugs on school
grounds;

(6) more of our children are becoming in-
volved with hard drugs at earlier ages, as use
of heroin and cocaine by 8th graders has
more than doubled since 1991; and

(7) greater cooperation between schools,
parents, law enforcement, the courts, and
the community is essential to making our
schools safe from drugs and violence.

SEC. 172. PURPOSE.

It is the purpose of this chapter—

(1) to urge States, State educational agen-
cies, and local educational agencies to pro-
vide comprehensive services to victims and
witnesses of school violence;

(2) to urge States, State educational agen-
cies, and local educational agencies to re-
move violent and drug selling student of-
fenders from school premises;

(3) to urge States, State educational agen-
cies, and local educational agencies to report
violent crimes and drug dealing on school
grounds to appropriate law enforcement au-
thorities;

(4) to provide incentive grants for States,
State educational agencies, and local edu-
cational agencies to involve parents, former
armed forces personnel, and community vol-
unteers in efforts to improve school safety;
and

(5) to provide incentive grants to States,
State educational agencies, and local edu-
cational agencies to develop innovative pro-
grams to improve the safety of our Nation’s
schools and to better serve at-risk students.
SEC. 173. DEFINITIONS.

In this chapter:

(1) ELEMENTARY SCHOOL, LOCAL EDU-
CATIONAL AGENCY, SECONDARY SCHOOL, AND
STATE EDUCATIONAL AGENCY.—The terms “‘el-
ementary school”’, “local educational agen-
cy’, ‘‘secondary school’”’, and State edu-
cational agency’ have the meanings given
the terms in section 14101 of the Elementary
and Secondary Education Act of 1965 (20
U.S.C. 8801).

(2) SECRETARY.—The term ‘‘Secretary”
means the Secretary of Education.

SEC. 174. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated
such sums as may be necessary to carry out
this chapter.

SEC. 175. PROGRAM AUTHORIZED.

(a) IN GENERAL.—The Secretary is author-
ized to award grants to States, State edu-
cational agencies, and local educational
agencies to develop, establish, or conduct in-
novative programs to improve unsafe ele-
mentary schools or secondary schools.

(b) PRIORITY.—The Secretary shall give pri-
ority to awarding grants under subsection
(a) to programs that—

(1) provide parent and teacher notification
of crimes or drug activity occurring at
school;

(2) provide for the suspension, delay, or re-
striction of driving privileges of persons
under the age of 18 who have a conviction, an
adjudication in a juvenile proceeding, or a
finding in a school disciplinary proceeding,
involving illegal drugs;

(3) programs that link local educational
agencies with community-based mentoring
programs in order to link individual at-risk
youth with responsible, individual adults
who serve as mentors for the purpose of—

(A) discouraging at-risk youth from—

(i) using illegal drugs;

(ii) violence;

(iii) using dangerous weapons;

(iv) criminal activity; and

(v) involvement in gangs;
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(B) increasing youth participation in, and
enhancing the ability of such youth to bene-

fit from, elementary and secondary edu-
cation;

(C) promoting personal and social respon-
sibility;

(D) encouraging at-risk youth participa-
tion in community service and community
activities; and

(E) providing general guidance to at-risk
youth;

(4) programs that include cooperative ef-
forts between the Secretary and the Sec-
retary of Defense to share the training and
salary costs of former members of the Armed
Forces who are hired as teachers and as-
signed to teach in public elementary schools
and secondary schools, especially those pro-
grams located in communities that are ad-
versely affected by the recent closing or sub-
stantial downsizing of a military base or fa-
cility; and

(5) programs to enhance school security
measures that may include—

(A) equipping schools with metal detectors,
fences, closed circuit cameras, and other
physical security measures;

(B) providing increased police patrols in
and around elementary schools and second-
ary schools, including canine patrols;

(C) mailings to parents at the beginning of
the school year stating that the possession
of a gun or other weapon, or the sale of drugs
in school, will not be tolerated by school au-
thorities; and

(D) gun hotlines.

SEC. 176. APPLICATION.

(a) IN GENERAL.—Each State, State edu-
cational agency, or local educational agency
desiring a grant under this chapter shall sub-
mit an application to the Secretary at such
time, in such manner, and accompanied by
such information as the Secretary may re-
quire.

(b) CoNTENTS.—Each application submitted
under subsection (a) shall contain an assur-
ance that the State or agency has imple-
mented or will implement policies that—

(1) provide protections for victims and wit-
nesses to school crime, including protections
for attendance at school disciplinary pro-
ceedings;

(2) expel students who, on school grounds,
sell drugs, or who commit a violent offense
that causes serious bodily injury of another
student or teacher; and

(3) require referral to law enforcement au-
thorities or juvenile authorities of any stu-
dent who on school grounds—

(A) commits a violent offense resulting in
serious bodily injury; or

(B) sells drugs.

(c) SPeECIAL RuULE.—For purposes of para-
graphs (2) and (3) of subsection (b), State law
shall determine what constitutes a violent
offense or serious bodily injury.

CHAPTER IV—NOTIFICATION FOR JUVE-
NILE JUSTICE AND LAW ENFORCEMENT
PURPOSES

SEC. 181. NOTIFICATION FOR JUVENILE JUSTICE
AND LAW ENFORCEMENT PUR-
POSES.

The Secretary of Education, not later than
90 days after the date of enactment of this
Act, shall prepare and distribute to State
educational agencies and local educational
agencies a notice regarding the extent of per-
missible disclosure of educational records
under subparagraphs (E) and (J) of section
444(b) of the General Education Provisions
Act (20 U.S.C. 1232g), including under the
regulations issued pursuant to such subpara-
graphs.
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TITLE II—AMENDMENTS TO THE ELEMEN-
TARY AND SECONDARY EDUCATION ACT
OF 1965

SEC. 201. SHORT TITLE.

This title may be cited as the ““‘State Edu-
cation Flexibility Act’.

SEC. 202. AMENDMENTS TO ESEA.

Subsection (b) of section 6301 of the Ele-
mentary and Secondary Education Act of
1965 (20 U.S.C. 7351) is amended—

(1) in paragraph (7), by striking
after the semicolon;

(2) in paragraph (8), by striking the period
and inserting a semicolon; and

(3) by adding at the end the following:

““(9) programs using scholarships or vouch-
ers provided to a parent by a local edu-
cational agency that permit the parent to se-
lect the public or private, including sectar-
ian, school that the parent’s child will at-
tend, which programs may be similar to the
program assisted under title | of the Safe
and Affordable Schools Act of 1997, except
that the provisions of sections 6402 and 14507,
and any generally applicable provision relat-
ing to a prohibition against the use of Fed-
eral funds for religious worship or instruc-
tion, shall not apply to any program oper-
ated pursuant to this paragraph;

““(10) education reform projects that pro-
vide same gender schools, as long as com-
parable educational opportunities are offered
for students of both sexes; and

““(11) education reform projects that re-
ward teachers, administrators, and schools
with cash bonuses and other incentives for
significantly improving the academic per-
formance of their students.”’.

TITLE IHI—TAX INCENTIVES FOR HIGHER
EDUCATION
SEC. 300. SHORT TITLE; AMENDMENT OF 1986
CODE.

(@) SHORT TITLE.—This title may be cited
as the ““Affordable College Act’.

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

SEC. 301. BOB DOLE EDUCATION INVESTMENT

ACCOUNTS.

(a) IN GENERAL.—Part VIII of subchapter F
of chapter 1 (relating to qualified State tui-
tion programs) is amended by adding at the
end the following new section:

“SEC. 530. BOB DOLE EDUCATION INVESTMENT

ACCOUNTS.

‘‘(a) GENERAL RULE.—A Bob Dole education
investment account (hereafter in this sec-
tion referred to as an ‘education investment
account’) shall be exempt from taxation
under this subtitle. Notwithstanding the pre-
ceding sentence, the education investment
account shall be subject to the taxes imposed
by section 511 (relating to imposition of tax
on unrelated business income of charitable
organizations).

““(b) LIMITATIONS ON ACCOUNTS.—

““(1) ACCOUNT MAY NOT BE ESTABLISHED FOR
BENEFIT OF MORE THAN 1 INDIVIDUAL.—AnN edu-
cation investment account may not be estab-
lished for the benefit of more than 1 individ-
ual.

““(2) SPECIAL RULE WHERE MORE THAN 1 AC-
COUNT.—If, at any time during a calendar
year, 2 or more education investment ac-
counts are maintained for the benefit of an
individual, only the account first established
shall be treated as a Bob Dole education in-
vestment account for purposes of this sec-
tion. This paragraph shall not apply to the
extent more than 1 account exists solely by
reason of a rollover contribution.

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

‘(1) BoB DOLE EDUCATION INVESTMENT AC-
COUNT.—The term ‘Bob Dole education in-
vestment account’ means a trust created or
organized in the United States exclusively
for the purpose of paying the qualified higher
education expenses of the account holder,
but only if the written governing instrument
creating the trust meets the following re-
quirements:

““(A) No contribution will be accepted—

“(i) unless it is in cash,

“(ii) except in the case of rollover con-
tributions from another education invest-
ment account, in excess of $1,000 for any cal-
endar year, and

“(iii) after the date on which the account
holder attains age 18.

“(B) The trustee is a bank (as defined in
section 408(n)) or another person who dem-
onstrates to the satisfaction of the Secretary
that the manner in which that person will
administer the trust will be consistent with
the requirements of this section.

““(C) No part of the trust assets will be in-
vested in life insurance contracts (other than
contracts the beneficiary of which is the
trust and the face amount of which does not
exceed the amount by which the maximum
amount which can be contributed to the edu-
cation investment account exceeds the sum
of the amounts contributed to the account
for all taxable years).

“(D) The assets of the trust shall not be
commingled with other property except in a
common trust fund or common investment
fund.

“(E) Any balance in the education invest-
ment account on the day after the date on
which the individual for whose benefit the
trust is established attains age 30 (or, if ear-
lier, the date on which such individual dies)
shall be distributed within 30 days of such
date to the account holder (or in the case of
death, the beneficiary).

“(2) TIME WHEN CONTRIBUTIONS DEEMED
MADE.—A taxpayer shall be deemed to have
made a contribution on the last day of the
preceding taxable year if the contribution is
made on account of such taxable year and is
made not later than the time prescribed by
law for filing the return for such taxable
year (including extensions thereof).

““(3) QUALIFIED HIGHER EDUCATION EX-
PENSES.—
“(A) IN GENERAL.—The term ‘qualified

higher education expenses’ has the same
meaning given such term by section 529(e)(3),
except that such expenses shall be reduced
by any amount described in section 135(d)(1)
(relating to certain scholarships and veter-
ans benefits).

“(B) STATE TUITION PLANS.—Such term
shall include amounts paid or incurred to
purchase tuition credits or certificates, or to
make contributions to an account, under a
qualified State tuition program (as defined
in section 529(b)).

““(4) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘eligible educational institution’
has the meaning given such term by section
135(c)(3).

““(5) ACCOUNT HOLDER.—The term ‘account
holder’ means the individual for whose bene-
fit the education investment account is es-
tablished.

““(d) TAX TREATMENT OF DISTRIBUTIONS.—

““(1) IN GENERAL.—EXxcept as otherwise pro-
vided in this subsection, any amount paid or
distributed out of an education investment
account shall be included in gross income of
the payee or distributee for the taxable year
in the manner prescribed by section 72. For
purposes of the preceding sentence, rules
similar to the rules of section 408(d)(2) shall
apply.
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‘“(2) DISTRIBUTION USED TO PAY EDU-
CATIONAL EXPENSES.—Paragraph (1) shall not
apply to any payment or distribution out of
an education investment account to the ex-
tent such payment or distribution is used ex-
clusively to pay the qualified higher edu-
cation expenses of the account holder.

““(3) SPECIAL RULE FOR APPLYING SECTION
2503.—If any payment or distribution from an
education investment account is used exclu-
sively for the payment to an eligible edu-
cational institution of the qualified higher
education expenses of the account holder,
such payment shall be treated as a qualified
transfer for purposes of section 2503(e).

‘“(4) ADDITIONAL TAX FOR DISTRIBUTIONS NOT
USED FOR EDUCATIONAL EXPENSES.—

““(A) IN GENERAL.—The tax imposed by this
chapter for any taxable year on any taxpayer
who receives a payment or distribution from
an education investment account which is
includible in gross income under paragraph
(1) shall be increased by 10 percent of the
amount which is so includible.

‘“(B) EXCEPTION FOR DISABILITY, DEATH, OR
SCHOLARSHIP.—Subparagraph (A) shall not
apply if the payment or distribution is—

‘(i) made on account of the death or dis-
ability of the account holder, or

““(if) made on account of a scholarship (or
allowance or payment described in section
135(d)(1) (B) or (C)) received by the account
holder to the extent the amount of the pay-
ment or distribution does exceed the amount
of the scholarship, allowance, or payment.

““(C) EXCESS CONTRIBUTIONS RETURNED BE-
FORE DUE DATE OF RETURN.—Subparagraph
(A) shall not apply to the distribution to a
contributor of any contribution paid during
a taxable year to an education investment
account to the extent that such contribu-
tion, when added to previous contributions
to the account during the taxable year, ex-
ceeds $1,000 if—

(i) such distribution is received on or be-
fore the day prescribed by law (including ex-
tensions of time) for filing such contributor’s
return for such taxable year, and

““(ii) such distribution is accompanied by

the amount of net income attributable to
such excess contribution.
Any net income described in clause (ii) shall
be included in the gross income of the con-
tributor for the taxable year in which such
excess contribution was made.

““(5) ROLLOVER CONTRIBUTIONS.—Paragraph
(1) shall not apply to any amount paid or dis-
tributed from an education investment ac-
count to the extent that the amount re-
ceived is paid into another education invest-
ment account for the benefit of the account
holder not later than the 60th day after the
day on which the holder receives the pay-
ment or distribution. The preceding sentence
shall not apply to any payment or distribu-
tion if it applied to any prior payment or dis-
tribution during the 12-month period ending
on the date of the payment or distribution.

‘“(6) SPECIAL RULES FOR DEATH AND DI-
VORCE.—Rules similar to the rules of section
220(f) (7) and (8) shall apply.

‘“(e) TAX TREATMENT OF ACCOUNTS.—Rules
similar to the rules of paragraphs (2) and (4)
of section 408(e) shall apply to any education
investment account, and any amount treated
as distributed under such rules shall be
treated as not used to pay qualified higher
education expenses.

““(f) CoMMUNITY PROPERTY LAWS.—This sec-
tion shall be applied without regard to any
community property laws.

““(g) CusTODIAL ACCOUNTS.—For purposes of
this section, a custodial account shall be
treated as a trust if the assets of such ac-
count are held by a bank (as defined in sec-
tion 408(n)) or another person who dem-
onstrates, to the satisfaction of the Sec-
retary, that the manner in which he will ad-
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minister the account will be consistent with
the requirements of this section, and if the
custodial account would, except for the fact
that it is not a trust, constitute an account
described in subsection (b)(1). For purposes
of this title, in the case of a custodial ac-
count treated as a trust by reason of the pre-
ceding sentence, the custodian of such ac-
count shall be treated as the trustee thereof.

““(h) REPORTS.—The trustee of an education
investment account shall make such reports
regarding such account to the Secretary and
to the account holder with respect to con-
tributions, distributions, and such other
matters as the Secretary may require under
regulations. The reports required by this
subsection shall be filed at such time and in
such manner and furnished to such individ-
uals at such time and in such manner as may
be required by those regulations.”

(b) TAX ON PROHIBITED TRANSACTIONS.—
Section 4975 (relating to prohibited trans-
actions) is amended—

(1) by adding at the end of subsection (c)
the following new paragraph:

““(5) SPECIAL RULE FOR EDUCATION INVEST-
MENT ACCOUNTS.—AnN individual for whose
benefit an education investment account is
established and any contributor to such ac-
count shall be exempt from the tax imposed
by this section with respect to any trans-
action concerning such account (which
would otherwise be taxable under this sec-
tion) if, with respect to such transaction, the
account ceases to be an education invest-
ment account by reason of the application of
section 530 to such account.”’; and

(2) in subsection (e)(1), by striking “‘or’” at
the end of subparagraph (D), by redesignat-
ing subparagraph (E) as subparagraph (F),
and by inserting after subparagraph (D) the
following new subparagraph:

“(E) a education investment account de-
scribed in section 530, or”’.

(c) FAILURE TO PROVIDE REPORTS ON EDuU-
CATION INVESTMENT ACCOUNTS.—Section 6693
(relating to failure to provide reports on in-
dividual retirement accounts or annuities) is
amended—

(1) by inserting “OR ON EDUCATION IN-
VESTMENT ACCOUNTS” after ‘“ANNU-
ITIES” in the heading of such section, and

(2) in subsection (a)(2), by striking ‘“‘and”
at the end of subparagraph (A), by striking
the period at the end of subparagraph (B) and
inserting “‘, and”, and by adding at the end
the following new subparagraph:

““(C) section 530(h) (relating to education
investment accounts).”’

(d) COORDINATION WITH SAVINGS BOND EX-
CLUSION.—Section 135(d)(1) is amended by
striking “‘or’’ at the end of subparagraph (C),
by striking the period at the end of subpara-
graph (D) and inserting *“, or”” , and by in-
serting at the end the following new subpara-
graph:

“(E) a payment or distribution from an
education investment account (as defined in
section 530).”

(e) CLERICAL AMENDMENTS.—

(1) The table of sections for part VIII of
subchapter F of chapter 1 is amended by add-
ing at the end the following new item:

““‘Sec. 530. Bob Dole education investment ac-
counts.”

(2)(A) The heading for part VIII of sub-
chapter F of chapter 1 is amended to read as
follows:

“PART VIII—HIGHER EDUCATION SAVINGS
ENTITIES".

(B) The table of parts for subchapter F of
chapter 1 is amended by striking the item re-
lating to part VIII and inserting:

“Part VIIl. Higher education savings enti-
ties.”

(3) The table of sections for subchapter B
of chapter 68 is amended by striking the item
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relating to section 6693 and inserting the fol-
lowing new item:

““‘Sec. 6693. Failure to provide reports on indi-
vidual retirement accounts or
annuities or on education in-
vestment accounts.”’

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

SEC. 302. EMPLOYER-PROVIDED EDUCATIONAL

ASSISTANCE PROGRAMS.

(a) PERMANENT EXTENSION.—Section 127 of
the Internal Revenue Code of 1986 (relating
to exclusion for educational assistance pro-
grams) is amended by striking subsection (d)
and by redesignating subsection (e) as sub-
section (d).

(b) REPEAL OF LIMITATION ON GRADUATE
EDUCATION.—The last sentence of section
127(c)(1) of such Code is amended by striking
““, and such term also does not include any
payment for, or the provision of any benefits
with respect to, any graduate level course of
a kind normally taken by an individual pur-
suing a program leading to a law, business,
medical, or other advanced academic or pro-
fessional degree’.

(c) EFFECTIVE DATES.—

(1) EXTENSION.—The amendments made by
subsection (a) shall apply to taxable years
beginning after December 31, 1996.

(2) GRADUATE EDUCATION.—The amendment
made by subsection (b) shall apply with re-
spect to expenses relating to courses begin-
ning after June 30, 1996.

SEC. 303. MODIFICATIONS OF TAX TREATMENT

OF QUALIFIED STATE TUITION PRO-
GRAMS.

(a) EXcLUSION OF DISTRIBUTIONS USED FOR
EDUCATIONAL PURPOSES.—Subparagraph (B)
of section 529(c)(3) is amended to read as fol-
lows:

““(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION  EXPENSES.—Subparagraph (A)
shall not apply to any distribution to the ex-
tent—

‘(i) the distribution is used exclusively to
pay qualified higher education expenses of
the distributee, or

““(ii) the distribution consists of providing
a benefit to the distributee which, if paid for
by the distributee, would constitute pay-
ment of a qualified higher education ex-
pense.”’

(b) QUALIFIED HIGHER EDUCATION EXPENSES
To INCLUDE ROOM AND BOARD.—Section
529(e)(3) is amended to read as follows:

““(3) QUALIFIED HIGHER EDUCATION EX-
PENSES.—The term ‘qualified higher edu-
cation expenses’ means the cost of attend-
ance (within the meaning of section 472 of
the Higher Education Act of 1965 (20 U.S.C.
108711), as in effect on the date of the enact-
ment of the Affordable College Act) of a des-
ignated beneficiary at an eligible edu-
cational institution (as defined in section
135(c)(3)).”

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

SEC. 304. DEDUCTION FOR INTEREST ON EDU-

CATION LOANS.

(@) IN GENERAL.—Part VII of subchapter B
of chapter 1 (relating to additional itemized
deductions for individuals) is amended by re-
designating section 221 as section 222 and by
inserting after section 220 the following new
section:

“SEC. 221. INTEREST ON EDUCATION LOANS.

“(a@) ALLOWANCE OF DEDUCTION.—In the
case of an individual, there shall be allowed
as a deduction for the taxable year an
amount equal to the interest paid by the tax-
payer during the taxable year on any quali-
fied education loan.

“(b) MAXIMUM DEDUCTION.—

“(1) IN GENERAL.—Except as provided in
paragraph (2), the deduction allowed by sub-
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section (a) for the taxable year shall not ex-
ceed $2,500.

““(2) LIMITATION BASED ON MODIFIED AD-
JUSTED GROSS INCOME.—

“(A) IN GENERAL.—If the modified adjusted
gross income of the taxpayer for the taxable
year exceeds $45,000 ($65,000 in the case of a
joint return), the amount which would (but
for this paragraph) be allowable as a deduc-
tion under this section shall be reduced (but
not below zero) by the amount which bears
the same ratio to the amount which would
be so allowable as such excess bears to
$20,000.

““(B) MODIFIED ADJUSTED GROSS INCOME.—
The term ‘modified adjusted gross income’
means adjusted gross income determined—

““(i) without regard to this section and sec-
tions 135, 911, 931, and 933, and

‘“(ii) after application of sections 86, 219,

and 469.
For purposes of sections 86, 135, 219, and 469,
adjusted gross income shall be determined
without regard to the deduction allowed
under this section.

““(C) INFLATION ADJUSTMENT.—In the case
of any taxable year beginning after 1997, the
$45,000 and $65,000 amounts referred to in sub-
paragraph (A) shall be increased by an
amount equal to—

‘(i) such dollar amount, multiplied by

‘“(ii) the cost-of-living adjustment deter-
mined under section (1)(f)(3) for the calendar
year in which the taxable year begins, by
substituting ‘1996’ for ‘1992".

‘(D) ROUNDING.—If any amount as adjusted
under subparagraph (C) is not a multiple of
$50, such amount shall be rounded to the
nearest multiple of $50.

‘“(c) DEPENDENTS NOT ELIGIBLE FOR DEDUC-
TION.—No deduction shall be allowed by this
section to an individual for the taxable year
if a deduction under section 151 with respect
to such individual is allowed to another tax-
payer for the taxable year beginning in the
calendar year in which such individual’s tax-
able year begins.

“(d) LiMmIT oN PERIOD DEDUCTION AL-
LOWED.—A deduction shall be allowed under
this section only with respect to interest
paid on any qualified education loan during
the first 60 months (whether or not consecu-
tive) in which interest payments are re-
quired. For purposes of this paragraph, any
loan and all refinancings of such loan shall
be treated as 1 loan.

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

““(1) QUALIFIED EDUCATION LOAN.—The term
‘qualified education loan’ means any indebt-
edness incurred to pay qualified higher edu-
cation expenses—

“(A) which are incurred on behalf of the
taxpayer, the taxpayer’s spouse, or any de-
pendent of the taxpayer as of the time the
indebtedness was incurred,

“(B) which are paid or incurred within a
reasonable period of time before or after the
indebtedness is incurred, and

“(C) which are attributable to education
furnished during a period during which the
recipient was at least a half-time student.
Such term includes indebtedness used to re-
finance indebtedness which qualifies as a
qualified education loan. The term ‘qualified
education loan’ shall not include any indebt-
edness owed to a person who is related (with-
in the meaning of section 267(b) or 707(b)(1))
to the taxpayer.

““(2) QUALIFIED HIGHER EDUCATION EX-
PENSES.—The term ‘qualified higher edu-
cation expenses’ means the cost of attend-
ance (as defined in section 472 of the Higher
Education Act of 1965, 20 U.S.C. 1087Il, as in
effect on the day before the date of the en-
actment of this Act) of the taxpayer or the
taxpayer’s spouse at an eligible educational
institution, reduced by the sum of—
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“(A) the amount excluded from gross in-
come under section 135 by reason of such ex-
penses, and

““(B) the amount of the reduction described

in section 135(d)(1).
For purposes of the preceding sentence, the
term ‘eligible educational institution’ has
the same meaning given such term by sec-
tion 135(c)(3), except that such term shall
also include an institution conducting an in-
ternship or residency program leading to a
degree or certificate awarded by an institu-
tion of higher education, a hospital, or a
health care facility which offers post-
graduate training.

“(3) HALF-TIME STUDENT.—The term ‘half-
time student’ means any individual who
would be a student as defined in section
151(c)(4) if ‘half-time’ were substituted for
‘full-time’ each place it appears in such sec-
tion.

‘“(4) DEPENDENT.—The term ‘dependent’ has
the meaning given such term by section 152.

““(f) SPECIAL RULES.—

‘(1) DENIAL OF DOUBLE BENEFIT.—No deduc-
tion shall be allowed under this section for
any amount for which a deduction is allow-
able under any other provision of this chap-
ter.

““(2) MARRIED COUPLES MUST FILE JOINT RE-
TURN.—If the taxpayer is married at the
close of the taxable year, the deduction shall
be allowed under subsection (a) only if the
taxpayer and the taxpayer’s spouse file a
joint return for the taxable year.

“(3) MARITAL STATUS.—Marital status shall
be determined in accordance with section
7703.”".

(b) DEDUCTION ALLOWED WHETHER OR NOT
TAXPAYER ITEMIZES OTHER DEDUCTIONS.—
Subsection (a) of section 62 is amended by in-
serting after paragraph (16) the following
new paragraph:

““(17) INTEREST ON EDUCATION LOANS.—The
deduction allowed by section 221.”

(c) REPORTING REQUIREMENT.—

(1) IN GENERAL.—Subpart B of part Ill of
subchapter A of chapter 61 (relating to infor-
mation concerning transactions with other
persons) is amended by inserting after sec-
tion 6050R the following new section:

“SEC. 6050S. RETURNS RELATING TO EDUCATION
LOAN INTEREST RECEIVED IN
TRADE OR BUSINESS FROM INDIVID-
UALS.

‘“‘(a) EDUCATION LOAN INTEREST OF $600 OR
MORE.—AnNy person—

““(1) who is engaged in a trade or business,
and

“(2) who, in the course of such trade or
business, receives from any individual inter-
est aggregating $600 or more for any calendar
year on 1 or more qualified education loans,
shall make the return described in sub-
section (b) with respect to each individual
from whom such interest was received at
such time as the Secretary may by regula-
tions prescribe.

““(b) FORM AND MANNER OF RETURNS.—A re-
turn is described in this subsection if such
return—

“(1) is in such form as the Secretary may
prescribe,

““(2) contains—

“(A) the name, address, and TIN of the in-
dividual from whom the interest described in
subsection (a)(2) was received,

““(B) the amount of such interest received
for the calendar year, and

“(C) such other information as the Sec-
retary may prescribe.

““(c) APPLICATION TO  GOVERNMENTAL
UNITS.—For purposes of subsection (a)—

‘(1) TREATED AS PERSONS.—The term ‘per-
son’ includes any governmental unit (and
any agency or instrumentality thereof).

““(2) SPECIAL RULES.—In the case of a gov-
ernmental unit or any agency or instrumen-
tality thereof—
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““(A) subsection (a) shall be applied without
regard to the trade or business requirement
contained therein, and

“(B) any return required under subsection
(a) shall be made by the officer or employee
appropriately designated for the purpose of
making such return.

““(d) STATEMENTS TO BE FURNISHED TO INDI-
VIDUALS WITH RESPECT TO WHOM INFORMA-
TION IS REQUIRED.—Every person required to
make a return under subsection (a) shall fur-
nish to each individual whose name is re-
quired to be set forth in such return a writ-
ten statement showing—

““(1) the name and address of the person re-
quired to make such return, and

“(2) the aggregate amount of interest de-

scribed in subsection (a)(2) received by the
person required to make such return from
the individual to whom the statement is re-
quired to be furnished.
The written statement required under the
preceding sentence shall be furnished on or
before January 31 of the year following the
calendar year for which the return under
subsection (a) was required to be made.

‘“(e) QUALIFIED EDUCATION LOAN DEFINED.—
For purposes of this section, except as pro-
vided in regulations prescribed by the Sec-
retary, the term ‘qualified education loan’
has the meaning given such term by section
221(e)(1).

“(f) RETURNS WHICH WouLD BE REQUIRED
To BE MADE BY 2 OR MORE PERSONS.—Except
to the extent provided in regulations pre-
scribed by the Secretary, in the case of inter-
est received by any person on behalf of an-
other person, only the person first receiving
such interest shall be required to make the
return under subsection (a).”.

(2) ASSESSABLE PENALTIES.—Section 6724(d)
(relating to definitions) is amended—

(A) in paragraph (1)(B), by redesignating
clauses (x) through (xv) as clauses (xi)
through (xvi), respectively, and by inserting
after clause (ix) the following new clause:

“(x) section 6050S (relating to returns re-
lating to education loan interest received in
trade or business from individuals),”, and

(B) in paragraph (2), by striking “or” at
the end of the next to last subparagraph, by
striking the period at the end of the last sub-
paragraph and inserting ‘‘, or”’, and by add-
ing at the end the following new subpara-
graph:

“(Z) section 6050S(d) (relating to returns
relating to education loan interest received
in trade or business from individuals).”

(d) CLERICAL AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the last item
and inserting the following new items:

““Sec. 221. Interest on education loans.
““Sec. 222. Cross reference.”.

(e) EFFeCTIVE DATE.—The amendments
made by this section shall apply to any
qualified education loan (as defined in sec-
tion 221(e)(1) of the Internal Revenue Code of
1986, as added by this section) incurred on,
before, or after the date of the enactment of
this Act, but only with respect to any loan
interest payment due after December 31,
1996.

SEC. 305. EXCLUSION OF FEDERAL WORK STUDY
PAYMENTS.

(a) IN GENERAL.—Section 117 (relating to
exclusion of qualified scholarships) is amend-
ed by adding at the end the following new
subsection:

““(e) EXCLUSION FOR WORK STuDY PAY-
MENTS.—Notwithstanding any other provi-
sion of this section, gross income does not
include any amount received for services
performed under a Federal work study pro-
gram operated under section 441 of the High-
er Education Act of 1965 (42 U.S.C. 2751), as in
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effect on the date of the enactment of this
subsection.”

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

TITLE IV—FUNDING FOR PART B OF THE
INDIVIDUALS WITH DISABILITIES EDU-
CATION ACT

SEC. 401. FUNDING FOR PART B OF THE INDIVID-

UALS WITH DISABILITIES EDU-
CATION ACT.

Section 611(h) of the Individuals with Dis-
abilities Education Act (20 U.S.C. 1411(h)) is
amended by striking ‘‘such sums as may be
necessary’” and inserting ‘“‘not less than
$4,107,522 for fiscal year 1998, not less than
$5,607,522 for fiscal year 1999, not less than
$7,107,522 for fiscal year 2000, not less than
$8,607,522 for fiscal year 2001, not less than
$10,107,522 for fiscal year 2002, not less than
$11,607,522 for fiscal year 2003, not less than
$13,107,522 for fiscal year 2004, and such sums
as may be necessary for each succeeding fis-
cal year.”.

TITLE V—ADULT EDUCATION AND FAMILY
LITERACY
Subtitle A—Adult Education Act
SEC. 511. AUTHORIZATION OF ADULT EDUCATION
ACT.
The Adult Education Act (20 U.S.C. 1201 et
seq.) is amended to read as follows:

“TITLE 11I—ADULT EDUCATION
PROGRAMS
“SEC. 301. SHORT TITLE.

“This title may be cited as the ‘““Adult
Education Act”.

“SEC. 302. STATEMENT OF PURPOSE.

“It is the purpose of this title to assist the
States and the outlying areas to provide—

‘(1) to adults, the basic educational skills
necessary for employment and self-suffi-
ciency; and

‘“(2) to adults who are parents, the edu-
cational skills necessary to be full partners
in the educational development of their chil-
dren.

“SEC. 303. DEFINITIONS.

““As used in this title:

““(1) ADULT EDUCATION.—The term ‘adult
education’” means services or instruction
below the postsecondary level for individ-
uals—

““(A) who have attained 16 years of age;

““(B) who are not enrolled or required to be
enrolled in secondary school;

“(C)(i) who lack sufficient mastery of basic
educational skills to enable the individuals
to function effectively in society; or

““(if) who do not have a certificate of grad-
uation from a school providing secondary
education and who have not achieved an
equivalent level of education; and

‘(D) who lack a mastery of basic skills and
are therefore unable to speak, read, or write
the English language.

““(2) ADULT EDUCATION AND LITERACY ACTIVI-
TIES.—The term ‘adult education and lit-
eracy activities’ means the activities au-
thorized in section 315.

““(3) COMMUNITY-BASED ORGANIZATION.—The
term ‘community-based organization’ means
a private nonprofit organization of dem-
onstrated effectiveness that is representa-
tive of a community or a significant segment
of a community.

““(4) ELIGIBLE AGENCY.—The term ‘eligible
agency’ means—

“(A) the individual, entity, or agency in a
State or an outlying area responsible for ad-
ministering or setting policies for adult edu-
cation and literacy services in such State or
outlying area pursuant to the law of the
State or outlying area; or

‘“(B) if no individual, entity, or agency is
responsible for administering or setting such
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policies pursuant to the law of the State or
outlying area, the individual, entity, or
agency in a State or outlying area respon-
sible for administering or setting policies for
adult education and literacy services in such
State or outlying area on the date of enact-
ment of this Act.

“(5) ELIGIBLE PROVIDER.—The term ‘eligi-
ble provider’, used with respect to adult edu-
cation and literacy activities described in
section 315(b), means a provider determined
to be eligible for assistance in accordance
with section 314.

““(6) ENGLISH LITERACY PROGRAM.—The
term ‘English literacy program’ means a pro-
gram of instruction designed to help individ-
uals of limited English proficiency achieve
full competence in the English language.

“(7) FAMILY LITERACY SERVICES.—The term
‘family literacy services’ means services
that are of sufficient intensity in terms of
hours, and of sufficient duration, to make
sustainable changes in a family and that in-
tegrate all of the following activities:

“(A) Interactive literacy activities be-
tween parents and their children.

““(B) Training for parents on how to be the
primary teacher for their children and full
partners in the education of their children.

““(C) Parent literacy training.

“(D) An age-appropriate education pro-
gram for children.

““(8) INDIVIDUAL OF LIMITED ENGLISH PRO-
FICIENCY.—The term ‘individual of limited
English proficiency’ means an individual—

“(A) who has limited ability in speaking,
reading, or writing the English language;
and

“(B)(i) whose native language is a language
other than English; or

“(it) who lives in a family or community
environment where a language other than
English is the dominant language.

““(9) INDIVIDUAL WITH A DISABILITY.—

“(A) IN GENERAL.—The term ‘individual
with a disability’ means an individual with
any disability (as defined in section 3 of the
Americans with Disabilities Act of 1990 (42
U.S.C. 12102)).

‘““(B) INDIVIDUALS WITH DISABILITIES.—The
term ‘individuals with disabilities’ means
more than 1 individual with a disability.

““(10) LITERACY.—The term ‘literacy’, used
with respect to an individual, means the
ability of the individual to speak, read, and
write English, and compute and solve prob-
lems, at levels of proficiency necessary—

“(A) to function on the job, in the family
of the individual, and in society;

““(B) to achieve the goals of the individual;
and

““(C) to develop the knowledge potential of
the individual.

““(11) LOCAL EDUCATIONAL AGENCY.—The
term ‘local educational agency’ has the
meaning given such term in section 14101 of
the Elementary and Secondary Education
Act of 1965 (20 U.S.C. 8801).

““(12) OUTLYING AREA.—The term ‘outlying
area’ means the United States Virgin Is-
lands, Guam, American Samoa, the Com-
monwealth of the Northern Mariana Islands,
the Republic of the Marshall Islands, the
Federated States of Micronesia, and the Re-
public of Palau.

“(13) POSTSECONDARY EDUCATIONAL INSTITU-
TION.—The term ‘postsecondary educational
institution’” means an institution of higher
education (as such term is defined in section
481 of the Higher Education Act of 1965 (20
U.S.C. 1088)) that continues to meet the eli-
gibility and certification requirements under
title 1V of such Act (20 U.S.C. 1070 et seq.).

““(14) SECRETARY.—The term ‘Secretary’
means the Secretary of Education.

‘“(15) STATE.—The term ‘State’ means each
of the several States of the United States,



S172

the District of Columbia, and the Common-
wealth of Puerto Rico.
“SEC. 304. AUTHORIZATION OF APPROPRIATIONS.

““(a) IN GENERAL.—There are authorized to
be appropriated to carry out this title (ex-
cept section 321) $400,000,000 for fiscal year
1998, and such sums as may be necessary for
each of the fiscal years 1999 through 2003.

““(b) RESERVATION OF FUNDS FOR NATIONAL
LEADERSHIP ACTIVITIES.—For any fiscal year,
the Secretary may reserve not more than
$4,500,000 of the amount appropriated under
subsection (a) to establish and carry out the
program of national leadership and evalua-
tion activities described in section 322.

““(c) PROGRAM YEAR.—Appropriations for
any fiscal year for programs and activities
carried out under part A shall be available
for obligation only on the basis of a program
year. The program year shall begin on July
1 in the fiscal year for which the appropria-
tion is made.

“PART A—GRANTS TO ELIGIBLE
AGENCIES
“SEC. 311. AUTHORITY TO MAKE GRANTS.

““(a) IN GENERAL.—In the case of each eligi-
ble agency that in accordance with section
313 submits to the Secretary a plan for a fis-
cal year, the Secretary shall make a grant
for the year to the eligible agency for the
purpose specified in subsection (b). The grant
shall consist of the initial and additional al-
lotments determined for the eligible agency
under section 312.

““(b) PURPOSE OF GRANTS.—The Secretary
may make a grant under subsection (a) only
if the applicant involved agrees to expend
the grant for adult education and literacy
activities in accordance with the provisions
of this part.

“SEC. 312. ALLOTMENTS.

“(a) INITIAL ALLOTMENTS.—From the sums
available for the purpose of making grants
under this part for any fiscal year, the Sec-
retary shall allot to each eligible agency
that in accordance with section 313 submits
to the Secretary a plan for the year an ini-
tial amount as follows:

‘(1) $100,000, in the case of an eligible agen-
cy of the United States Virgin Islands,
Guam, American Samoa, the Commonwealth
of the Northern Mariana Islands, the Repub-
lic of the Marshall Islands, the Federated
States of Micronesia, and the Republic of
Palau.

““(2) $250,000, in the case of any other eligi-
ble agency.

*“(b) ADDITIONAL ALLOTMENTS.—

“(1) IN GENERAL.—From the remainder
available for the purpose of making grants
under this part for any fiscal year after the
application of subsection (a), the Secretary
shall allot to each eligible agency that re-
ceives an initial allotment under such sub-
section an additional amount that bears the
same relationship to such remainder as the
number of qualifying adults in the State or
outlying area of the agency bears to the
number of such adults in all States and out-
lying areas.

““(2) QUALIFYING ADULT.—For purposes of
this subsection, the term ‘qualifying adult’
means an adult who—

“(A) is at least 16 years of age, but less
than 61 years of age;

“(B) is beyond the age of compulsory
school attendance under the law of the State
or outlying area;

““(C) does not have a certificate of gradua-
tion from a school providing secondary edu-
cation and has not achieved an equivalent
level of education; and

‘(D) is not currently enrolled in secondary
school.

“‘(c) SPECIAL RULE.—

“(1) IN GENERAL.—Notwithstanding any
other provision of this section and using
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funds allotted for the Republic of the Mar-
shall Islands, the Federated States of Micro-
nesia, and the Republic of Palau under this
section, the Secretary shall award grants to
Guam, American Samoa, the Commonwealth
of the Northern Mariana Islands, the Repub-
lic of the Marshall Islands, the Federated
States of Micronesia, or the Republic of
Palau to carry out activities described in
this part in accordance with the provisions
of this part that the Secretary determines
are not inconsistent with this subsection.

“(2) AwWARD BAsSIS.—The Secretary shall
award grants pursuant to paragraph (1) on a
competitive basis and pursuant to rec-
ommendations from the Pacific Region Edu-
cational Laboratory in Honolulu, Hawaii.

*“(3) TERMINATION OF ELIGIBILITY.—Notwith-
standing any other provision of law, the Re-
public of the Marshall Islands, the Federated
States of Micronesia, and the Republic of
Palau shall not receive any funds under this
part for any fiscal year that begins after
September 30, 2001.

““(4) ADMINISTRATIVE COSTS.—The Secretary
may provide not more than 5 percent of the
funds made available for grants under this
subsection to pay the administrative costs of
the Pacific Region Educational Laboratory
regarding activities assisted under this sub-
section.

“SEC. 313. AGENCY PLAN.

“For an eligible agency to be eligible to re-
ceive a grant under this part for any fiscal
year, the agency shall submit to the Sec-
retary a plan for the year that includes the
following:

““(1) A description of the adult education
and literacy activities that will be carried
out with funds received under the grant.

““(2) A description of how such activities
will be integrated with other adult education
and career development activities in the
State or outlying area of the agency.

““(3) A description of how the eligible agen-
cy annually will evaluate the effectiveness of
the adult education and literacy activities
that are carried out with funds received
under the grant.

““(4) A description of the benchmarks re-
quired under section 317 and how such bench-
marks will ensure continuous improvement
of adult education and literacy services in
the State or outlying area of the agency.

“(5) An assurance that the funds received
under the grant will not be expended for any
purpose other than the activities described
in sections 314 and 315.

““(6) An assurance that the eligible agency
will expend the funds received under the
grant only in a manner consistent with the
fiscal requirements in section 316.

“SEC. 314. USE OF FUNDS.

““(a) IN GENERAL.—Of the sum that is made
available under this part to an eligible agen-
cy for any program year—

““(1) not less than 85 percent shall be made
available to award grants in accordance with
this section to carry out adult education and
literacy activities;

“(2) not more than 10 percent shall be
made available to carry out activities de-
scribed in section 315(a); and

““(3) subject to paragraph (1), not more
than 5 percent, or $50,000, whichever is great-
er, shall be made available for administra-
tive expenses at the State level (or the level
of the outlying area).

““(b) GRANTS.—

““(1) IN GENERAL.—Except as provided in
paragraph (2), from the amount made avail-
able to an eligible agency for adult edu-
cation and literacy under subsection (a)(1)
for a program year, such agency shall award
grants, on a competitive basis, to local edu-
cational agencies, correctional education
agencies, community-based organizations of
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demonstrated effectiveness, volunteer lit-
eracy organizations, libraries, public or pri-
vate nonprofit agencies, postsecondary edu-
cational institutions, public housing au-
thorities, and other nonprofit institutions,
that have the ability to provide literacy
services to adults and families, or consortia
of agencies, organizations, or institutions de-
scribed in this subsection, to enable such
agencies, organizations, institutions, and
consortia to carry out adult education and
literacy activities.

““(2) CoNsoRTIA.—AnN eligible agency may
award a grant under this section to a consor-
tium that includes a provider described in
paragraph (1) and a for-profit agency, organi-
zation, or institution, if such agency, organi-
zation, or institution—

“(A) can make a significant contribution
to carrying out the objectives of this title;
and

“(B) enters into a contract with such pro-
vider to carry out adult education and lit-
eracy activities.

“‘(c) GRANT REQUIREMENTS.—

““(1) REQUIRED LOCAL ACTIVITIES.—AnN eligi-
ble agency shall require that each provider
receiving a grant under this section use the
grant in accordance with section 315(b).

“(2) EQUITABLE AccEss.—Each eligible
agency awarding a grant under this section
for adult education and literacy activities
shall ensure that the providers described in
subsection (b) will be provided direct and eq-
uitable access to all Federal funds provided
under this section.

““(8) SpeciAL RULE.—Each eligible agency
awarding a grant under this section shall not
use any funds made available under this title
for adult education and literacy activities
for the purpose of supporting or providing
programs, services, or activities for individ-
uals who are not individuals described in
subparagraphs (A) and (B) of section 303(1),
except that such agency may use such funds
for such purpose if such programs, services,
or activities are related to family literacy
services.

‘“(4) CONSIDERATIONS.—In awarding grants
under this section, the eligible agency shall
consider—

““(A) the past effectiveness of a provider de-
scribed in subsection (b) in providing serv-
ices (especially with respect to recruitment
and retention of educationally disadvan-
taged adults and the learning gains dem-
onstrated by such adults);

““(B) the degree to which the provider will
coordinate services with other literacy and
social services available in the community;
and

“(C) the commitment of the provider to
serve individuals in the community who are
most in need of literacy services.

““(d) LocAL ADMINISTRATIVE COST LIMITS.—

“(1) IN GENERAL.—Except as provided in
paragraph (2), of the funds provided under
this section by an eligible agency to a pro-
vider described in subsection (b), not less
than 95 percent shall be expended for provi-
sion of adult education and literacy activi-
ties. The remainder shall be used for plan-
ning, administration, personnel develop-
ment, and interagency coordination.

““(2) SPECIAL RULE.—In cases where the cost
limits described in paragraph (1) will be too
restrictive to allow for adequate planning,
administration, personnel development, and
interagency coordination supported under
this section, the eligible agency shall nego-
tiate with the provider described in sub-
section (b) in order to determine an adequate
level of funds to be used for noninstructional
purposes.

“SEC. 315. ADULT EDUCATION AND LITERACY AC-
TIVITIES.

“(a) PERMISSIBLE AGENCY ACTIVITIES.—AN

eligible agency may use not more than 10
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percent of the funds made available to the
eligible agency under this part for activities
that may include—

““(1) the establishment or operation of pro-
fessional development programs to improve
the quality of instruction provided pursuant
to local activities required under subsection
(b), including instruction provided by volun-
teers or by personnel of a State or outlying
area;

““(2) the provision of technical assistance
to eligible providers of activities authorized
in this section;

““(3) the provision of technology assistance
to eligible providers of activities authorized
in this section to enable the providers to im-
prove the quality of such activities;

““(4) the support of State or regional net-
works of literacy resource centers; and

““(5) the monitoring and evaluation of the
quality of and the improvement in activities
authorized in this section.

“‘(b) REQUIRED LOCAL ACTIVITIES.—The eli-
gible agency shall require that each eligible
provider receiving a grant under section 314
use the grant to establish or operate 1 or
more programs that provide instruction or
services in 1 or more of the following cat-
egories:

““(1) Adult education and literacy services.

““(2) Family literacy services.

““(3) English literacy programs.

“SEC. 316. FISCAL REQUIREMENTS AND RESTRIC-
TIONS RELATED TO USE OF FUNDS.

‘““(a) SUPPLEMENT NOT SUPPLANT.—Funds
made available under this part for adult edu-
cation and literacy activities shall supple-
ment, and may not supplant, other public
funds expended to carry out activities de-
scribed in section 315.

““(b) MAINTENANCE OF EFFORT.—

““(1) DETERMINATION.—

“(A) IN GENERAL.—Except as provided in
subparagraphs (B) and (C), and paragraph (2),
no payments shall be made under this part
for any program year to an eligible agency
for adult education and literacy activities
unless the Secretary of Education deter-
mines that the fiscal effort per student or
the aggregate expenditures of such eligible
agency for activities described in section 315
for the program year preceding the program
year for which the determination is made,
equaled or exceeded such effort or expendi-
tures for activities described in such section
for the second program year preceding the
fiscal year for which the determination is
made.

“(B) COMPUTATION.—INn computing the fis-
cal effort or aggregate expenditures pursuant
to subparagraph (A), the Secretary of Edu-
cation shall exclude capital expenditures,
special one-time project costs, and similar
windfalls.

““(C) DECREASE IN FEDERAL SUPPORT.—If the
amount made available for adult education
and literacy activities under this part for a
fiscal year is less than the amount made
available for adult education and literacy ac-
tivities under this part for the preceding fis-
cal year, then the fiscal effort per student or
the aggregate expenditures of an eligible
agency required by subparagraph (A) for
such preceding fiscal year shall be decreased
by the same percentage as the percentage de-
crease in the amount so made available.

“(2) WAIVER.—The Secretary of Education
may waive the requirements of paragraph (1)
(with respect to not more than 5 percent of
expenditures required for the preceding fis-
cal year by any eligible agency) for 1 pro-
gram year only, after making a determina-
tion that such waiver would be equitable due
to exceptional or uncontrollable cir-
cumstances affecting the ability of the eligi-
ble agency to meet such requirements, such
as a natural disaster or an unforeseen and
precipitous decline in financial resources. No
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level of funding permitted under such a waiv-
er may be used as the basis for computing
the fiscal effort or aggregate expenditures
required under this subsection for years sub-
sequent to the year covered by such waiver.
The fiscal effort or aggregate expenditures
for the subsequent years shall be computed
on the basis of the level of funding that
would, but for such waiver, have been re-
quired.

‘“(c) EXPENDITURES OF NON-FEDERAL FUNDS
FOR ADULT EDUCATION AND LITERACY ACTIVI-
TIES.—For any program year for which a
grant is made to an eligible agency under
this part, the eligible agency shall expend,
on programs and activities relating to adult
education and literacy activities, an amount,
derived from sources other than the Federal
Government, equal to 25 percent of the
amount made available to the eligible agen-
cy under this part for adult education and
literacy activities.

“SEC. 317. ACCOUNTABILITY AND CONTINUOUS
IMPROVEMENT.

‘“(a) GoaL.—Each eligible agency that re-
ceives a grant under this part shall use such
grant to meet the goal of enhancing and de-
veloping more fully the literacy skills of the
adult population in the State or outlying
area of the agency.

““(b) BENCHMARKS.—To be eligible to re-
ceive a grant under this part, an eligible
agency shall develop and identify in the
agency plan, submitted under section 313,
proposed quantifiable benchmarks to meas-
ure the progress of the eligible agency to-
ward meeting the goal described in sub-
section (a) throughout the State or outlying
area of the agency, which shall include, at a
minimum, measures for participants of—

‘(1) demonstrated improvements in
eracy skill levels;

““(2) attainment of secondary school diplo-
mas or general equivalency diplomas;

““(3) placement in, retention in, or comple-
tion of, postsecondary education, training,
or employment; and

‘“(4) attainment of the literacy skills and
knowledge individuals need to be productive
and responsible citizens and to become more
actively involved in the education of their
children.

‘“(c) POPULATIONS.—

‘(1) PERFORMANCE MEASURES.—In develop-
ing and identifying measures of progress of
the eligible agency toward meeting the goal
described in subsection (a), an eligible agen-
cy shall develop and identify in the agency
plan, in addition to the benchmarks de-
scribed in subsection (b), proposed quantifi-
able benchmarks for populations that in-
clude, at a minimum—

“(A) low-income individuals;

““(B) at-risk youth and young adults;

“(C) individuals with disabilities; and

(D) individuals of limited literacy, as de-
termined by the eligible agency.

‘“(2) ADDITIONAL MEASURES.—In addition to
the benchmarks described in paragraph (1),
an eligible agency may develop and identify
in the agency plan proposed quantifiable
benchmarks to measure the progress of the
eligible agency toward meeting the goal de-
scribed in subsection (a) for populations with
multiple barriers to educational enhance-
ment.

“PART B—NATIONAL PROGRAMS
“SEC. 321. NATIONAL INSTITUTE FOR LITERACY.

‘“(a) ESTABLISHMENT.—

““(1) IN GENERAL.—There is established the
National Institute for Literacy (in this sec-
tion referred to as the “Institute’”). The In-
stitute shall be administered under the
terms of an interagency agreement entered
into by the Secretary of Education with the
Secretary of Labor and the Secretary of
Health and Human Services (in this section

lit-

S173

referred to as the “‘Interagency Group’’). The
Interagency Group may include in the Insti-
tute any research and development center,
institute, or clearinghouse established with-
in the Department of Education, the Depart-
ment of Labor, or the Department of Health
and Human Services whose purpose is deter-
mined by the Interagency Group to be relat-
ed to the purpose of the Institute.

““(2) OFFICES.—The Institute shall have of-
fices separate from the offices of the Depart-
ment of Education, the Department of
Labor, and the Department of Health and
Human Services.

‘“(3) BOARD RECOMMENDATIONS.—The Inter-
agency Group shall consider the rec-
ommendations of the National Institute for
Literacy Advisory Board (in this section re-
ferred to as the ‘““‘Board’) established under
subsection (d) in planning the goals of the
Institute and in the implementation of any
programs to achieve such goals.

““(4) DAILY OPERATIONS.—The daily oper-
ations of the Institute shall be carried out by
the Director of the Institute appointed under
subsection (g).

“(b) DUTIES.—

‘(1) IN GENERAL.—The Institute shall im-
prove the quality and accountability of the
adult basic skills and literacy delivery sys-
tem by—

“(A) providing national leadership for the
improvement and expansion of the system
for delivery of literacy services;

““(B) coordinating the delivery of such serv-
ices across Federal agencies;

“(C) identifying effective models of basic
skills and literacy education for adults and
families that are essential to success in job
training, work, the family, and the commu-
nity;

““(D) supporting the creation of new meth-
ods of offering improved literacy services;

“(E) funding a network of State or regional
adult literacy resource centers to assist
State and local public and private nonprofit
efforts to improve literacy by—

“(i) encouraging the coordination of lit-
eracy services;

“(ii) carrying out evaluations of the effec-
tiveness of adult education and literacy ac-
tivities;

“(iii) enhancing the capacity of State and
local organizations to provide literacy serv-
ices; and

“(iv) serving as a reciprocal link between
the Institute and providers of adult edu-
cation and literacy activities for the purpose
of sharing information, data, research, ex-
pertise, and literacy resources;

““(F) supporting the development of models
at the State and local level of accountability
systems that consist of goals, performance
measures, benchmarks, and assessments that
can be used to improve the quality of adult
education and literacy activities;

“(G) providing technical assistance, infor-
mation, and other program improvement ac-
tivities to national, State, and local organi-
zations, such as—

“(i) improving the capacity of national,
State, and local public and private organiza-
tions that provide literacy and basic skills
services, professional development, and tech-
nical assistance, such as the State or re-
gional adult literacy resource centers re-
ferred to in subparagraph (E); and

““(ii) establishing a national literacy elec-
tronic database and communications net-
work;

““(H) working with the Interagency Group,
Federal agencies, and the Congress to ensure
that such Group, agencies, and the Congress
have the best information available on lit-
eracy and basic skills programs in formulat-
ing Federal policy with respect to the issues
of literacy, basic skills, and workforce and
career development; and
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“(1) assisting with the development of pol-
icy with respect to literacy and basic skills.

““(2) GRANTS, CONTRACTS, AND AGREE-
MENTS.—The Institute may make grants to,
or enter into contracts or cooperative agree-
ments with, individuals, public or private in-
stitutions, agencies, organizations, or con-
sortia of such institutions, agencies, or orga-
nizations to carry out the activities of the
Institute. Such grants, contracts, or agree-
ments shall be subject to the laws and regu-
lations that generally apply to grants, con-
tracts, or agreements entered into by Fed-
eral agencies.

““(c) LITERACY LEADERSHIP.—

‘(1) FELLOWSHIPS.—The Institute, in con-
sultation with the Board, may award fellow-
ships, with such stipends and allowances as
the Director considers necessary, to out-
standing individuals pursuing careers in
adult education or literacy in the areas of in-
struction, management, research, or innova-
tion.

“(2) Use oF FELLOWSHIPS.—Fellowships
awarded under this subsection shall be used,
under the auspices of the Institute, to en-
gage in research, education, training, tech-
nical assistance, or other activities to ad-
vance the field of adult education or lit-
eracy, including the training of volunteer
literacy providers at the national, State, or
local level.

““(8) INTERNS AND VOLUNTEERS.—The Insti-
tute, in consultation with the Board, may
award paid and unpaid internships to indi-
viduals seeking to assist the Institute in car-
rying out its mission. Notwithstanding sec-
tion 1342 of title 31, United States Code, the
Institute may accept and use voluntary and
uncompensated services as the Institute de-
termines necessary.

““(d) NATIONAL INSTITUTE FOR LITERACY AD-
VISORY BOARD.—

““(1) ESTABLISHMENT.—

“(A) IN GENERAL.—There is established a
National Institute for Literacy Advisory
Board. The Board shall consist of 10 individ-
uals appointed by the President, with the ad-
vice and consent of the Senate, from individ-
uals who—

““(i) are not otherwise officers or employees
of the Federal Government; and

“(ii) are representative of entities or
groups described in subparagraph (B).

“(B) ENTITIES OR GROUPS DESCRIBED.—The
entities or groups referred to in subpara-
graph (A) are—

“(i) literacy organizations and providers of
literacy services, including—

“(1) nonprofit providers of literacy serv-
ices;

“(I1) providers of programs and services in-
volving English language instruction; and

“(111) providers of services receiving assist-
ance under this title;

“‘(ii) businesses that have demonstrated in-
terest in literacy programs;

“(iii) literacy students;

“(iv) experts in the area of literacy re-
search;

“‘(v) State and local governments; and

“‘(vi) representatives of employees.

““(2) DUTIES.—The Board—

“(A) shall make recommendations con-
cerning the appointment of the Director and
staff of the Institute;

“(B) shall provide independent advice on
the operation of the Institute; and

“(C) shall receive reports from the Inter-
agency Group and the Director.

‘“(3) FEDERAL ADVISORY COMMITTEE ACT.—
Except as otherwise provided, the Board es-
tablished by this subsection shall be subject
to the provisions of the Federal Advisory
Committee Act (5 U.S.C. App.).

“(4) TERMS.—

“(A) IN GENERAL.—Each member of the
Board shall be appointed for a term of 3
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years, except that the initial terms for mem-
bers may be 1, 2, or 3 years in order to estab-
lish a rotation in which % of the members
are selected each year. Any such member
may be appointed for not more than 2 con-
secutive terms.

“(B) VACANCY APPOINTMENTS.—ANy mem-
ber appointed to fill a vacancy occurring be-
fore the expiration of the term for which the
member’s predecessor was appointed shall be
appointed only for the remainder of that
term. A member may serve after the expira-
tion of that member’s term until a successor
has taken office. A vacancy in the Board
shall be filled in the manner in which the
original appointment was made. A vacancy
in the Board shall not affect the powers of
the Board.

““(5) QUORUM.—A majority of the members
of the Board shall constitute a quorum but a
lesser number may hold hearings. Any rec-
ommendation of the Board may be passed
only by a majority of the Board’s members
present.

‘“(6) ELECTION OF OFFICERS.—The Chair-
person and Vice Chairperson of the Board
shall be elected by the members of the
Board. The term of office of the Chairperson
and Vice Chairperson shall be 2 years.

“(7) MEeTINGS.—The Board shall meet at
the call of the Chairperson or a majority of
the members of the Board.

‘“(e) GIFTS, BEQUESTS, AND DEVISES.—The
Institute may accept, administer, and use
gifts or donations of services, money, or
property, both real and personal.

“(f) MAILs.—The Board and the Institute
may use the United States mails in the same
manner and under the same conditions as
other departments and agencies of the Fed-
eral Government.

‘“(g) DIRECTOR.—The Interagency Group,
after considering recommendations made by
the Board, shall appoint and fix the pay of a
Director.

““(h) APPLICABILITY OF CERTAIN CIVIL SERV-
ICE LAWS.—The Director and staff of the In-
stitute may be appointed without regard to
the provisions of title 5, United States Code,
governing appointments in the competitive
service, and may be paid without regard to
the provisions of chapter 51 and subchapter
111 of chapter 53 of that title relating to clas-
sification and General Schedule pay rates,
except that an individual so appointed may
not receive pay in excess of the maximum
rate payable under section 5376 of title 5,
United States Code.

“(i) EXPERTS AND CONSULTANTS.—The
Board and the Institute may procure tem-
porary and intermittent services under sec-
tion 3109(b) of title 5, United States Code.

““(Jj) REPORT.—The Institute shall submit a
report biennially to the Committee on Eco-
nomic and Educational Opportunities of the
House of Representatives and the Committee
on Labor and Human Resources of the Sen-
ate. Each report submitted under this sub-
section shall include—

““(1) a comprehensive and detailed descrip-
tion of the Institute’s operations, activities,
financial condition, and accomplishments in
the field of literacy for the period covered by
the report;

“(2) a description of how plans for the oper-
ation of the Institute for the succeeding two
fiscal years will facilitate achievement of
the goals of the Institute and the goals of
the literacy programs within the Depart-
ment of Education, the Department of
Labor, and the Department of Health and
Human Services; and

““(3) any additional minority, or dissenting
views submitted by members of the Board.

“(k) FUNDING.—ANyY amounts appropriated
to the Secretary of Education, the Secretary
of Labor, or the Secretary of Health and
Human Services for purposes that the Insti-
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tute is authorized to perform under this sec-
tion may be provided to the Institute for
such purposes.

“(I) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$10,000,000 for fiscal year 1998 and such sums
as may be necessary for each of the fiscal
years 1999 through 2003 to carry out this sec-
tion.

“SEC. 322. NATIONAL LEADERSHIP ACTIVITIES.

“The Secretary shall establish and carry
out a program of national leadership activi-
ties to enhance the quality of adult edu-
cation and family literacy programs nation-
wide. Such activities shall include the fol-
lowing:

‘(1) Providing technical assistance to re-
cipients of assistance under part A in devel-
oping and using benchmarks and perform-
ance measures for improvement of adult edu-
cation and literacy activities, including fam-
ily literacy services.

“(2) Awarding grants, on a competitive
basis, to an institution of higher education,
a public or private organization or agency,
or a consortium of such institutions, organi-
zations, or agencies to carry out research
and technical assistance—

““(A) for the purpose of developing, improv-
ing, and identifying the most successful
methods and techniques for addressing the
education needs of adults; and

“(B) to increase the effectiveness of, and
improve the quality of, adult education and
literacy activities, including family literacy
services.

““(3) Providing for the conduct of an inde-
pendent evaluation and assessment of adult
education and literacy activities, through
studies and analyses conducted independ-
ently through grants and contracts awarded
on a competitive basis. Such evaluation and
assessment shall include descriptions of—

“(A) the effect of benchmarks, perform-
ance measures, and other measures of ac-
countability on the delivery of adult edu-
cation and literacy activities, including fam-
ily literacy services;

“(B) the extent to which the adult edu-
cation and literacy activities, including fam-
ily literacy services, increase the literacy
skills of adults (and of children, in the case
of family literacy services), lead the partici-
pants in such activities to involvement in
further education and training, enhance the
employment and earnings of such partici-
pants, and, if applicable, lead to other posi-
tive outcomes, such as reductions in recidi-
vism in the case of prison-based adult edu-
cation and literacy services; and

“(C) the extent to which eligible agencies
have distributed funds part A to meet the
needs of adults through community-based or-
ganizations.

““(4) Carrying out demonstration programs,
replicating model programs, disseminating
best practices information, and providing
technical assistance, for the purposes of de-
veloping, improving, and identifying the
most successful methods and techniques for
providing the activities assisted under part
AL
SEC. 512. EXTENSION OF FUNCTIONAL LITERACY

AND LIFE SKILLS PROGRAM FOR
STATE AND LOCAL PRISONERS.

Paragraph (3) of section 601(i) of the Na-
tional Literacy Act of 1991 (20 U.S.C. 1211-
2(i)) is amended—

(1) by striking ‘1994, and” and inserting
“1994,”; and

(2) by inserting ‘‘, and such sums as may be
necessary for each of the fiscal years 1998,
1999, 2000, 2001, 2002, and 2003’ before the pe-
riod.

SEC. 513. CONFORMING ADULT EDUCATION ACT
AMENDMENTS.

(a) REFUGEE EDUCATION ASSISTANCE ACT.—

Subsection (b) of section 402 of the Refugee



January 21, 1997

Education Assistance Act of 1980 (8 U.S.C.
1522 note) is repealed.

(b) ELEMENTARY AND SECONDARY EDUCATION
ACT OF 1965.—

(1) SECTION 1206 OF ESEA.—Section
1206(a)(1)(A) of the Elementary and Second-
ary Education Act of 1965 (20 U.S.C.
6366(a)(1)(A)) is amended by striking ‘“‘an
adult basic education program’ and insert-
ing ‘“‘adult education and literacy activi-
ties”.

(2) SECTION 3113 OF ESEA.—Section 3113(1) of
such Act (20 U.S.C. 6813(1)) is amended by
striking ‘“‘section 312"’ and inserting ‘‘section
303",

(3) SECTION 9161 OF ESEA.—Section 9161(2) of
such Act (20 U.S.C. 7881(2)) is amended by
striking ‘‘section 312(2)” and inserting ‘‘sec-
tion 303"".

Subtitle B—Demonstration Programs and

Projects To Promote Literacy
SEC. 521. SHORT TITLE.

Title X of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 8001 et seq.)
is amended by adding at the end the follow-
ing:

“PART N—DEMONSTRATION PROGRAMS
AND PROJECTS TO PROMOTE LITERACY
“SEC. 10996. DEMONSTRATION PARTNERSHIPS TO

PROMOTE LITERACY.

““(@) TRAINING DEMONSTRATION PROGRAMS
AND PROJECTS.—The Secretary is authorized
to make grants to, and enter into contracts
and cooperative agreements with, State edu-
cational agencies, local educational agen-
cies, institutions of higher education, and
other public and private agencies, organiza-
tions, and institutions to—

““(1) provide in-service training for teach-
ers, and, where appropriate, other staff such
as teacher’s aides, in language acquisition
skills and systematic phonics;

““(2) provide pre-service training for teach-
ers, and, where appropriate, other staff, in
language acquisition skills and systematic
phonics; and

““(3) provide training opportunities for par-
ents, community volunteers, and other per-
sons interested in obtaining language acqui-
sition and systematic phonics skills for the
purpose of improving their literacy or the
literacy skills of children or other adults.

““(b) OTHER DEMONSTRATION PROGRAMS AND
PROJECTS.—The Secretary is authorized to
make grants to, and enter into contracts
with, State educational agencies, local edu-
cational agencies, and private nonprofit
agencies or organizations that use practices
determined by replicated experimental re-
search to be effective in preventing and re-
sponding to illiteracy in children and adults.
Such grants shall be awarded for time-lim-
ited, demonstration programs and projects
as follows:

““(1) FAMILY LITERACY PROGRAMS.—The Sec-
retary shall award grants for programs that
encourage parental involvement with their
children in family literacy services (as de-
fined in section 303 of the Adult Education
Act). Such programs may combine literacy
activities with parent training, in order to
emphasize the parent’s role as their child’s
primary teacher.

““(2) ScHoOOL AND COMMUNITY PARTNER-
SHIPS.—The Secretary shall award grants to
local educational agencies and private non-
profit organizations for the development of
partnerships among schools, parents, pri-
vate, nonprofit community volunteer organi-
zations, and other community associations.
Such partnerships shall demonstrate in the
application submitted under subsection (c)
the partnership’s commitment to, and par-
ticipation in, programs involving voluntary
tutoring sessions for—

““(A) children in kindergarten through 4th
grade; and
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““(B) the parents of such children, where re-
quested by the parent.

‘“(c) APPLICATION.—Each entity desiring as-
sistance under this section shall submit an
application to the Secretary, at such time,
in such manner, and accompanied by such in-
formation as the Secretary may require.

““(d) ANNUAL EVALUATION.—

““(1) IN GENERAL.—IN making grants and en-
tering into contracts and cooperative agree-
ments for demonstration programs and
projects under this section, the Secretary, in
cooperation with the Comptroller General,
shall require all such programs and projects
to be evaluated for their effectiveness using
nationally recognized standardized assess-
ments which measure reading achievement.

““(2) FUNDING.—The Secretary may provide
funding for the evaluations described in
paragraph (1) through—

““(A) a stated percentage of funds awarded
under a grant or contracted under this sub-
section; or

‘“(B) a separate grant made by the Sec-
retary for evaluating an individual dem-
onstration program or project, or group of
demonstration programs or projects.

““(3) RESERVATION.—The Secretary is au-
thorized to reserve not more than 2 percent
of the amount appropriated under subsection
(e) for each fiscal year to fund the evalua-
tions under this subsection.

‘“(e) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated
$100,000,000 for fiscal year 1998 and such sums
as may be necessary for each of the 4 suc-
ceeding fiscal years.”.

Subtitle C—National Commission on Literacy
SEC. 531. SHORT TITLE.

This subtitle may be cited as the ‘“Na-
tional Commission on Literacy”.
SEC. 532. FINDINGS.

Congress finds as follows:

(1) Since 1965, the United States has spent
over $500,000,000,000 on Federal education
programs, yet 66 percent of 17-year olds do
not read at a proficient level and reading
scores have been declining for 3 decades.
More over 75 percent of 4th graders, nation-
ally, scored below the proficient level of
reading.

(2) 85 percent of juvenile delinquents can-
not read.

(3) American businesses are spending more
than $30,000,000,000 in retraining employees,
primarily because the employees cannot read
at an adult level.

(4) In most junior colleges, at least one-
third of the students must take remedial
English because the students are not able to
read at college level.

SEC. 533. NATIONAL COMMISSION ON LITERACY.

(a) ESTABLISHMENT.—There is hereby es-
tablished a commission to be known as the
“National Commission on Literacy” (in this
subtitle referred to as the ‘““Commission”).

(b) MEMBERSHIP.—

(1) IN GENERAL.—The Commission shall
consist of—

(A) 5 members to be appointed by the
President of the United States;

(B) 5 members to be appointed by the
Speaker of the House of Representatives; and

(C) 5 members to be appointed by the Ma-
jority Leader of the Senate.

(2) APPOINTMENTS.—

(A) IN GENERAL.—The President, the
Speaker of the House of Representatives, and
the Majority Leader of the Senate shall each
appoint as members of the Commission any
United States citizen, including educators
and other professionals involved in the re-
search, study, and analysis of illiteracy.

(B) PROHIBITION.—AN individual with a di-
rect financial interest in the outcome of the
Commission shall not be appointed to the
Commission.
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?) CONSULTATION.—The appointments
made pursuant to subparagraphs (B) and (C)
of paragraph (1) shall be made in consulta-
tion with the chairpersons of the Committee
on Education and the Workplace of the
House of Representatives and the Committee
on Labor and Human Resources of the Sen-
ate.

(c) DUTIES.—

(1) IN GENERAL.—The Commission shall—

(A) conduct a comprehensive review of the
social and economic impact of illiteracy in
the United States and any correlation be-
tween such impact and welfare costs, juve-
nile delinquency, special education, adult
literacy programs, drug addiction, and
underemployment;

(B) examine matters including—

(i) a review of—

(1) requirements set for prospective read-
ing teachers studying at colleges of edu-
cation; and

(1) whether such requirements include ob-
taining knowledge about direct, intensive,
and systematic phonics with decodable text
as an important step in reading instruction;

(ii) a review of the available testing instru-
ments that determine whether, and to what
extent, children can decode the English lan-
guage;

(iii) an assessment of the extent to which
the use of experimentally unverified meth-
ods and teaching materials contributes to il-
literacy;

(iv) a review of medical and neurological
evidence regarding how individuals acquire
the skill of reading;

(v) a review of the cost of illiteracy to
business and industry;

(vi) an assessment of the negative impact
of illiteracy on the economy in general, and
in particular the impact of illiteracy on eco-
nomically depressed areas; and

(vii) other issues that a majority of the
members of the Commission deem appro-
priate to investigate in accordance with this
subtitle.

(2) PuBLIC HEARINGS.—The Commission
(and any committees the Commission may
form) shall conduct public hearings in dif-
ferent geographic areas of the United States,
both urban and rural, in order to receive the
views of a broad spectrum of the public on
the issue of literacy and on ways to enhance
the reading proficiency of children, adults,
and families in the United States.

(3) TESTIMONY.—The Commission is author-
ized to receive testimony from individuals,
including—

(A) representatives of public and private
organizations and institutions with an inter-
est in the literacy of children, adults, and
families in the United States;

(B) educators;

(C) religious leaders;

(D) providers of social services;

(E) representatives of organizations with
children as members;

(F) elected and appointed public officials;
and

(G) other
own behalf.

(d) INTERIM AND FINAL REPORTS TO PRESI-
DENT AND CONGRESS; RECOMMENDATIONS.—

(1) INTERIM REPORTS.—The Commission
may submit to the President, the Committee
on Labor and Human Resources of the Sen-
ate, the Committee on Education and the
Workplace of the House of Representatives,
and to the public, interim reports regarding
the duties of the Commission undertaken
pursuant to subsection (c).

(2) FINAL REPORT.—The Commission shall
submit to the President, the Committee on
Labor and Human Resources of the Senate,
and the Committee on Education and the
Workplace of the House of Representatives a
final report no later than September 30, 2000.

individuals speaking on their
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The final report shall set forth recommenda-
tions regarding the findings of the Commis-
sion.

(3) AVAILABILITY.—Copies of interim re-
ports and the final report of the Commission
shall be made available in sufficient quan-
tity for public review.

(e) TIME OF APPOINTMENT OF MEMBERS; VA-
CANCIES; SELECTION OF CHAIRMAN; QUORUM;
CALLING OF MEETINGS; NUMBER OF MEETINGS;
VOTING; COMPENSATION AND EXPENSES.—

(1) IN GENERAL.—The President, the Speak-
er of the House of Representatives, and the
Majority Leader of the Senate shall make
their respective appointments to the Com-
mission not later than 60 days after the date
of enactment of this Act, for terms ending 60
days after the Commission issues its final re-
port.

(2) VAcANCY.—Any vacancy that occurs
during the life of the Commission shall not
affect the powers of the Commission, and
shall be filled in the same manner as the
original appointment not later than 30 days
after the vacancy occurs.

(3) CHAIRMAN.—The Majority Leader of the
Senate, in consultation with the Speaker of
the House of Representatives and with the
President shall designate one member of the
Commission as Chairman of the Commission
no later than 60 days after the establishment
of the Commission.

(4) QUORUM.—A majority of the members of
the Commission shall constitute a quorum
for the transaction of business, but the Com-
mission may establish a lesser quorum for
conducting hearings scheduled by the Com-
mission.

(5) MEETINGS.—The Commission shall meet
at the call of the Chairman of the Commis-
sion, or at the call of a majority of the mem-
bers of the Commission. The initial meeting
of the Commission shall be conducted no
later than 30 days after the appointment of
the last member of the Commission, or no
later than 30 days after the date on which
funds are made available for the Commis-
sion.

(6) VoTING.—Decisions of the Commission
shall be according to the vote of a simple
majority of the members of the Commission
present and voting at a properly called meet-
ing.

(7) RULES.—The Commission may establish
by majority vote any other rules for the con-
duct of the Commission’s business, if such
rules are not inconsistent with this subtitle
or other applicable law.

(8) COMPENSATION.—Each member of the
Commission who is not an officer or em-
ployee of the Federal Government, or whose
compensation as a member of the Commis-
sion is not precluded by a Federal, State, or
local law, shall be compensated at a rate
equal to the daily equivalent of the annual
rate of basic pay prescribed for Level IV of
the Executive Schedule under section 5315 of
title 5, United States Code, for each day (in-
cluding travel time) during which such mem-
ber is engaged in the performance of the du-
ties of the Commission. All members of the
Commission who are officers or employees of
the United States shall serve without com-
pensation in addition to the compensation
received for their services as officers or em-
ployees of the United States.

(9) TRAVEL EXPENSES.—The members of the
Commission shall be allowed travel expenses,
including per diem in lieu of subsistence, at
rates authorized for employees of agencies
under subchapter | of chapter 57 of title 5,
United States Code, while away from their
homes or regular places of business in the
performance of service for the Commission.

(f) EXECUTIVE DIRECTOR AND ADDITIONAL
PERSONNEL; APPOINTMENT AND COMPENSA-
TION; CONSULTANTS.—
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(1) EXECUTIVE DIRECTOR AND ADDITIONAL
PERSONNEL.—The Commission may appoint
an Executive Director of the Commission,
and the Commission may appoint and fix the
compensation of such personnel as the Com-
mission deems advisable. The Executive Di-
rector shall be compensated at a rate not to
exceed the rate payable for Level V of the
Executive Schedule under section 5316 of
title 5, United States Code. Compensation of
other personnel may be set without regard to
the provisions of such title 5 that govern ap-
pointments in the competitive services, and
the provisions of chapter 51 and subchapter
111 of chapter 53 of such title 5 that relate to
classifications and the General Schedule pay
rates, except that the rate of pay for such
personnel may not exceed the rate payable
for Level V of the Executive Schedule under
section 5316 of such title.

(2) DETAILEES.—ANyY Federal Government
employee, with the approval of the head of
the appropriate Federal agency, may be de-
tailed to the Commission without reimburse-
ment, and such detail shall be without inter-
ruption or loss of civil service status, bene-
fits, or privilege.

(3) TEMPORARY OR INTERMITTENT SERV-
ICES.—The Commission may procure tem-
porary and intermittent services under sec-
tion 3109(b) of title 5, United States Code, at
rates for individuals not to exceed the daily
equivalent of the annual rate of basic pay
prescribed for Level V of the Executive
Schedule under section 5316 of such title.

(4) CoNsTRUCTION.—Nothing in this section
shall be construed to limit the ability of the
Commission to enter into contracts with
public or private organizations, for research
necessary to carry out the Commission’s du-
ties under subsection (c).

(g9) TIME AND PLACE OF HEARINGS AND NA-
TURE OF TESTIMONY AUTHORIZED.—

(1) IN GENERAL.—The Commission may hold
such hearings, sit and act at such times and
places, administer such oaths, take such tes-
timony, and receive such evidence as the
Commission considers advisable.

(2) WITNESSES.—Witnesses requested to ap-
pear before the Commission shall be paid the
same fees as are paid to witnesses under sec-
tion 1821 of title 28, United States Code. The
per diem and mileage allowances for wit-
nesses shall be paid from funds appropriated
to the Commission.

(3) SuBPOENAS.—If a person fails to supply
information requested by the Commission,
the Commission may by majority vote re-
quire by subpoena the production of any
written or recorded information, document,
report, answer, record, account, paper, com-
puter file, or other data or documentary evi-
dence necessary to carry out its duties under
subsection (c).

(4) INFORMATION.—The Commission may se-
cure directly from any Federal department
or agency such information as the Commis-
sion considers necessary to carry out its du-
ties under subsection (c). Upon the request of
the Commission, the head of such depart-
ment or agency may furnish such informa-
tion to the Commission.

(5) DISCLOSURE OF CONFIDENTIAL INFORMA-
TION.—The Commission shall be considered
an agency of the Federal Government for
purposes of section 1905 of title 18, United
States Code, and any individual employed by
an entity or organization under contract to
the Commission shall be subject to such sec-
tion. Information obtained by the Commis-
sion, other than information available to the
public, shall not be disclosed to any person
in any manner, except—

(A) to Commission employees or employees
of any individual, entity, or organization
under contract to the Commission under sub-
section (f) for the purpose of receiving, re-
viewing, or processing such information;
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(B) upon court order; or

(C) when publicly released by the Commis-
sion in an aggregate or summary form that
does not directly or indirectly disclose—

(i) the identity of any person or business
entity; or

(i) any information which could not be re-
leased under section 1905 of title 18, United
States Code.

(h) SuPPORT SERVICES.—The Comptroller
General shall provide to the Commission, on
a reimbursable basis, such administrative
support services as the Commission may re-
quest.

(i) DEFINITIONS.—In this subtitle:

(1) ILLITERACY.—The term “illiteracy”’
means the lack of ability to read and write
competently.

(2) STATE.—The term ‘“‘State’”” means each
of the several States of the United States,
the District of Columbia, the Commonwealth
of Puerto Rico, the United States Virgin Is-
lands, Guam, American Samoa, and the Com-
monwealth of the Northern Mariana Islands.

(3) SYSTEMATIC PHONICS.—The term ‘‘sys-
tematic phonics’” means the direct teaching
of a pre-planned sequence of relationships
between speech sounds and all their letter
equivalents.

(J)) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated for
each of the fiscal years 1998, 1999, and 2000,
such sums as may be necessary to carry out
this section.

By Mr. ROTH (for himself and
Mr. LOTT):

S. 2. A bill to amend the Internal
Revenue Code of 1986 to provide tax re-
lief for American families, and for
other purposes; to the Committee on
Finance.

THE AMERICAN FAMILY TAX RELIEF ACT

Mr. ROTH. Mr. President, the come-
dian Henny Youngman told a joke that
highlights America’s family friendly
tax system.

“The people who make our taxes are
very nice,” he said. “They’re letting
me keep my mother.”

Certainly, our tax laws were never
quite this bad, but the humor hinted at
the fact that the laws were not alto-
gether family friendly. The family, in
fact, has taken it right in the pocket-
book. More and more, we are hearing
that oft-quoted fact that today the av-
erage American family spends more on
taxes than it spends on food, clothing
and shelter combined. Today, many
families need a second earner to make
ends meet, because too much of their
income is taken by Government.

At the end of World War |1, the me-
dian income for a family of four was
$3,468. At the time, the first $2,667 of in-
come for such families were tax ex-
empt, meaning that three-quarters of
median family income was exempt
from taxation.

Over the years, inflation ate away at
the value of the standard deduction
and personal exemptions. The result
was that average families paid more
and more of their income in taxes.

In 1983, the median family income for
a family of four was $29,184, but only
the first $8,783 of income was exempt
from tax—Iless than one-third. As my
good friend and distinguished col-
league, DANIEL PATRICK MOYNIHAN, has
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pointed out with these statistics, Gov-
ernment tax policies have adversely af-
fected family life.

In 1948, a family of four at the me-
dian income level paid 2 percent—2 per-
cent—of its income in Federal taxes.
Today, a family of four pays 24 percent.

The time has come to address this
disturbing trend. Our tax policies must
be changed in light of current realities
and critical needs. The American fam-
ily has been shackled with the excess
burden of taxes, | believe, in part be-
cause family was such a constant and
stable foundation for our society, an
enduring unit that could be depended
on to carry the burden. But the con-
sequences of that burden and other eco-
nomic and social factors have suc-
ceeded in ravaging the family. Indeed,
in society today, the family is under
assault, and too many of the policies
that are coming out of Washington are
increasing the problem rather than
providing the solution.

As chairman of the Senate Finance
Committee, | intend to work with my
colleagues to address these policies and
trends, and | laud the spirit of the tax
bill introduced today and believe that
we can build bipartisan support to ad-
vance its overall objectives. The Amer-
ican Family Tax Relief Act is a strong
first step towards restoring a sense of
economic equilibrium to our families
and offers a $500-per-child tax credit, a
capital gains tax cut, estate and gift
tax relief, and expanded individual re-
tirement accounts.

At one time or another, each of these
proposals has found bipartisan support,
and | believe Senators on both sides of
the aisle will see this bill as a strong
first step toward achieving a mutually
shared objective. This legislation sets
the spirit for debate. It has the welfare
and future of the family at heart.

As introduced, this bill calls for a
permanent $500-per-child tax credit for
children under 18 years of age. The cap-
ital gains tax cut allows individuals to
deduct 50 percent of their capital gains
and allows families that sell their
homes at a loss to treat it as a capital
loss for purposes of a tax deduction.
This bill allows an individual to pass
up to $1 million tax free as a gift dur-
ing life or at the time of death. It ex-
cludes from estate taxes the first $1.5
million in value of certain qualified
family-owned businesses or farm inter-
ests and 50 percent of the value in ex-
cess of $1.5 million.

The American Family Tax Relief Act
expands the power and availability of
IRAs by permitting homemakers to
have IRAs, regardless of their spouse’s
participation in a pension program,
and by raising income limits to include
more families. It also creates a
backloaded IRA that permits after-tax
contribution and tax-free withdrawals
of earnings after the taxpayer reaches
age 59%. This is a provision | have
sought for some time, along with al-
lowing for penalty-free withdrawal for
education expenses, which is also in-
cluded in the package.
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Again, Mr. President, this is a strong
place to start. | appreciate the leader-
ship—particularly our majority leader
TRENT LoTT—for working with us to es-
tablish this foundation. Now we must
go about the legislative process, build-
ing the consensus we need to see it im-
plemented and achieving the real tax
relief American families not only de-
sire but need.

Mr. President, | ask unanimous con-
sent that additional material be print-
ed in the RECORD.

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

S.2

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

SECTION 1. SHORT TITLE; AMENDMENT OF 1986

CODE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ““American Family Tax Relief Act”’.

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

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

Sec. 1. Short title; amendment of 1986 Code;
table of contents.

TITLE I—CHILD TAX CREDIT

Sec. 101. Child tax credit.

TITLE II—CAPITAL GAINS REFORM
Subtitle A—Taxpayers Other Than
Corporations

Sec. 201. Capital gains deduction.

Sec. 202. Indexing of certain assets acquired
after December 31, 1996, for pur-
poses of determining gain.

Sec. 203. Modifications to exclusion of gain
on certain small business stock.

Subtitle B—Corporate Capital Gains

Sec. 211. Reduction of alternative capital
gain tax for corporations.

Subtitle C—Capital Loss Deduction Allowed

With Respect to Sale or Exchange of Prin-

cipal Residence

Sec. 221. Capital loss deduction allowed with
respect to sale or exchange of
principal residence.

TITLE II—ESTATE AND GIFT

PROVISIONS

Sec. 301. Increase in unified estate and gift
tax credit.

Sec. 302. Family-owned business exclusion.

Sec. 303. 20-year installment payment where
estate consists largely of inter-
est in closely held business.

Sec. 304. No interest on certain portion of
estate tax extended under 6166.

TITLE IV—SAVINGS INCENTIVES

Sec. 401. Restoration of IRA deduction.

Sec. 402. IRA allowed for spouses who are
not active plan participants.

Sec. 403. Establishment of nondeductible
tax-free individual retirement
accounts.

Sec. 404. Tax-free withdrawals from individ-
ual retirement plans for busi-
ness startups.

Sec. 405. Tax-free withdrawals from individ-
ual retirement plans for long-
term unemployed.

Sec. 406. Distributions from certain plans

may be used without penalty to
pay higher education expenses.
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TITLE I—CHILD TAX CREDIT
SEC. 101. CHILD TAX CREDIT.

(@) IN GENERAL.—Subpart A of part IV of
subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by
inserting after section 23 the following new
section:

“SEC. 24. CHILD TAX CREDIT.

““(a) ALLOWANCE OF CREDIT.—There shall be
allowed as a credit against the tax imposed
by this chapter for the taxable year an
amount equal to $500 multiplied by the num-
ber of qualifying children of the taxpayer.

“(b) LIMITATION.—

““(1) IN GENERAL.—The amount of the credit
which would (but for this subsection) be al-
lowed by subsection (a) shall be reduced (but
not below zero) by $25 for each $1,000 (or frac-
tion thereof) by which the taxpayer’s ad-
justed gross income exceeds the threshold
amount.

““(2) THRESHOLD AMOUNT.—For purposes of
paragraph (1), the term ‘threshold amount’
means—

““(A) $110,000 in the case of a joint return,

“(B) $75,000 in the case of an individual
who is not married, and

““(C) $55,000 in the case of a married indi-
vidual filing a separate return.

For purposes of this paragraph, marital sta-
tus shall be determined under section 7703.

““(c) QUALIFYING CHILD.—For purposes of
this section—

“(1) IN GENERAL.—The term ‘qualifying
child’” means any individual if—

“(A) the taxpayer is allowed a deduction
under section 151 with respect to such indi-
vidual for such taxable year,

“(B) such individual has not attained the
age of 18 as of the close of the calendar year
in which the taxable year of the taxpayer be-
gins, and

““(C) such individual bears a relationship to
the taxpayer described in section 32(c)(3)(B)
(determined without regard to clause (ii)
thereof).

““(2) EXCEPTION FOR CERTAIN NONCITIZENS.—
The term ‘qualifying child’ shall not include
any individual who would not be a dependent
if the first sentence of section 152(b)(3) were
applied without regard to all that follows
‘resident of the United States’.

“(d) TAXABLE YEAR MusT BE FuLL TAX-
ABLE YEAR.—EXxcept in the case of a taxable
year closed by reason of the death of the tax-
payer, no credit shall be allowable under this
section in the case of a taxable year covering
a period of less than 12 months.”’

(b) CONFORMING AMENDMENT.—The table of
sections for subpart A of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 23 the
following new item:

‘“Sec. 24. Child tax credit.”

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

TITLE II—CAPITAL GAINS REFORM

Subtitle A—Taxpayers Other Than
Corporations
SEC. 201. CAPITAL GAINS DEDUCTION.

(a) IN GENERAL.—Part | of subchapter P of
chapter 1 (relating to treatment of capital
gains) is amended by redesignating section
1202 as section 1203 and by inserting after
section 1201 the following new section:

“SEC. 1202. CAPITAL GAINS DEDUCTION.

“(a) GENERAL RuULE.—If for any taxable
year a taxpayer other than a corporation has
a net capital gain, 50 percent of such gain
shall be a deduction from gross income.

““(b) ESTATES AND TRUSTS.—In the case of
an estate or trust, the deduction shall be
computed by excluding the portion (if any) of
the gains for the taxable year from sales or
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exchanges of capital assets which, under sec-
tions 652 and 662 (relating to inclusions of
amounts in gross income of beneficiaries of
trusts), is includible by the income bene-
ficiaries as gain derived from the sale or ex-
change of capital assets.

‘“(c) COORDINATION WITH TREATMENT OF
CAPITAL GAIN UNDER LIMITATION ON INVEST-
MENT INTEREST.—For purposes of this sec-
tion, the net capital gain for any taxable
year shall be reduced (but not below zero) by
the amount which the taxpayer takes into
account as investment income under section
163(d)(4)(B)(iii).

““(d) ADJUSTMENTS TO NET CAPITAL GAIN.—
For purposes of subsection (a)—

‘(1) COLLECTIBLES.—

“(A) IN GENERAL.—Net capital gain shall be
computed without regard to collectibles
gain.

““(B) COLLECTIBLES GAIN.—

“(i) IN GENERAL.—The term ‘collectibles
gain’ means gain from the sale or exchange
of a collectible (as defined in section 408(m)
without regard to paragraph (3) thereof)
which is a capital asset held for more than 1
year but only to the extent such gain is
taken into account in computing gross in-
come.

““(ii) COORDINATION WITH SECTION 1022.—Gain
from the disposition of a collectible which is
an indexed asset to which section 1022(a) ap-
plies shall be disregarded for purposes of this
section. A taxpayer may elect to treat any
collectible specified in such election as not
being an indexed asset for purposes of sec-
tion 1022. Any such election (and specifica-
tion) once made, shall be irrevocable.

“(iii) PARTNERSHIPS, ETC.—For purposes of
clause (i), any gain from the sale of an inter-
est in a partnership, S corporation, or trust
which is attributable to unrealized apprecia-
tion in the value of collectibles shall be
treated as gain from the sale or exchange of
a collectible. Rules similar to the rules of
section 751 shall apply for purposes of the
preceding sentence.

““(2) GAIN FROM SMALL BUSINESS STOCK.—
Net capital gain shall be computed without
regard to any gain from the sale or exchange
of any qualified small business stock (within
the meaning of section 1203(b)) held more
than 5 years which is taken into account in
computing gross income.

““(3) PRE-1997 GAIN.—

“(A) IN GENERAL.—IN the case of a taxable
year which includes January 1, 1997, net cap-
ital gain shall be computed without regard
to pre-1997 gain.

“(B) PRE-1997 GAIN.—The term ‘pre-1997
gain’ means the amount which would be net
capital gain under subsection (a) for a tax-
able year if such net capital gain were deter-
mined by taking into account only gain or
loss properly taken into account for the por-
tion of the taxable year before January 1,
1997.

““(C) SPECIAL RULES FOR PASS-THRU ENTI-
TIES.—

“(i) IN GENERAL.—InN applying subparagraph
(A) with respect to any pass-thru entity, the
determination of when gains and losses are
properly taken into account shall be made at
the entity level.

““(ii) PASS-THRU ENTITY DEFINED.—For pur-
poses of clause (i), the term ‘pass-thru en-
tity’ means—

“(1) a regulated investment company,

“(I1) a real estate investment trust,

“(111) an S corporation,

“(1V) a partnership,

“(V) an estate or trust, and

“(VI1) a common trust fund.

“(e) MAXIMUM RATE ON NONDEDUCTIBLE
CAPITAL GAIN.—

“(1) IN GENERAL.—If a taxpayer other than
a corporation has a nondeductible net cap-
ital gain for any taxable year, then the tax
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imposed by section 1 for the taxable year
shall not exceed the sum of—

““(A) a tax computed on the taxable income
reduced by the amount of the nondeductible
net capital gain, at the same rates and in the
same manner as if this subsection had not
been enacted, plus

‘“(B) a tax of 28 percent of the nondeduct-
ible net capital gain.

‘“(2) NONDEDUCTIBLE NET CAPITAL GAIN.—
For purposes of paragraph (1), the term ‘non-
deductible net capital gain® means an
amount equal to the amount of the reduction
in net capital gain under subsection (a) by
reason of subsection (d).”

(b) DEDUCTION ALLOWABLE IN COMPUTING
ADJUSTED GROSS INCOME.—Subsection (a) of
section 62 is amended by inserting after
paragraph (16) the following new paragraph:

““(17) LONG-TERM CAPITAL GAINS.—The de-
duction allowed by section 1202.”’

(c) TECHNICAL AND CONFORMING CHANGES.—

(1)(A) Section 1 is amended by striking
subsection (h).

(B)(i) Section 641(d)(2)(A) is amended by
striking ‘““Except as provided in section 1(h),
the”” and inserting ‘*“The”".

(ii) Section 641(d)(2)(C) is amended by in-
serting after clause (iii) the following new
clause:

*“(iv) The deduction under section 1202.”’

(2) Paragraph (1) of section 170(e) is amend-
ed by striking ‘“the amount of gain” in the
material following subparagraph (B)(ii) and
inserting ‘50 percent (80 percent in the case
of a corporation) of the amount of gain”.

(3) Subparagraph (B) of section 172(d)(2) is
amended to read as follows:

““(B) the deduction under section 1202 shall
not be allowed.”

(4) The last sentence of section 453A(c)(3) is
amended by striking all that follows “‘long-
term capital gain,”” and inserting ‘‘the maxi-
mum rate on net capital gain under section
1201 or the deduction under section 1202
(whichever is appropriate) shall be taken
into account.”

(5) Paragraph (4) of section 642(c) is amend-
ed to read as follows:

‘“(4) ADJUSTMENTS.—To the extent that the
amount otherwise allowable as a deduction
under this subsection consists of gain from
the sale or exchange of capital assets held
for more than 1 year, proper adjustment
shall be made for any deduction allowable to
the estate or trust under section 1202 (relat-
ing to capital gains deduction). In the case of
a trust, the deduction allowed by this sub-
section shall be subject to section 681 (relat-
ing to unrelated business income).”’

(6) The last sentence of section 643(a)(3) is
amended to read as follows: ““The deduction
under section 1202 (relating to capital gains
deduction) shall not be taken into account.”

(7) Subparagraph (C) of section 643(a)(6) is
amended by inserting ‘(i) before ‘‘there
shall’” and by inserting before the period *,
and (ii) the deduction under section 1202 (re-
lating to capital gains deduction) shall not
be taken into account”.

(8)(A) Paragraph (2) of section 904(b) is
amended by striking subparagraph (A), by
redesignating subparagraph (B) as subpara-
graph (A), and by inserting after subpara-
graph (A) (as so redesignated) the following
new subparagraph:

‘“(B) OTHER TAXPAYERS.—In the case of a
taxpayer other than a corporation, taxable
income from sources outside the United
States shall include gain from the sale or ex-
change of capital assets only to the extent of
foreign source capital gain net income.”

(B) Subparagraph (A) of section 904(b)(2), as
so redesignated, is amended—

(i) by striking all that precedes clause (i)
and inserting the following:

““(A) CORPORATIONS.—In the case of a cor-
poration—"’, and
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(ii) by striking in clause (i) “in lieu of ap-
plying subparagraph (A),”.

(C) Paragraph (3) of section 904(b) is
amended by striking subparagraphs (D) and
(E) and inserting the following new subpara-
graph:

‘(D) RATE DIFFERENTIAL PORTION.—The
rate differential portion of foreign source net
capital gain, net capital gain, or the excess
of net capital gain from sources within the
United States over net capital gain, as the
case may be, is the same proportion of such
amount as the excess of the highest rate of
tax specified in section 11(b) over the alter-
native rate of tax under section 1201(a) bears
to the highest rate of tax specified in section
11(b).”

(D) Clause (v) of section 593(b)(2)(D) is
amended—

(i) by striking ‘“‘if there is a capital gain
rate differential (as defined in section
904(b)(3)(D)) for the taxable year,”’, and

(ii) by striking ‘‘section 904(b)(3)(E)”” and
inserting ‘“‘section 904(b)(3)(D)"".

(9) The last sentence of section 1044(d) is
amended by striking ‘1202 and inserting
£1201(b) or 1203".

(10)(A) Paragraph (2) of section 1211(b) is
amended to read as follows:

““(2) the sum of—

“(A) the excess of the net short-term cap-
ital loss over the net long-term capital gain,
and

““(B) one-half of the excess of the net long-
term capital loss over the net short-term
capital gain.”

(B) So much of paragraph (2) of section
1212(b) as precedes subparagraph (B) thereof
is amended to read as follows:

““(2) SPECIAL RULES.—

““(A) ADJUSTMENTS.—

““(i) For purposes of determining the excess
referred to in paragraph (1)(A), there shall be
treated as short-term capital gain in the tax-
able year an amount equal to the lesser of—

“(1) the amount allowed for the taxable
year under paragraph (1) or (2) of section
1211(b), or

“(I1) the adjusted taxable income for such
taxable year.

“(ii) For purposes of determining the ex-
cess referred to in paragraph (1)(B), there
shall be treated as short-term capital gain in
the taxable year an amount equal to the sum
of—

“(1) the amount allowed for the taxable
year under paragraph (1) or (2) of section
1211(b) or the adjusted taxable income for
such taxable year, whichever is the least,
plus

“(I1) the excess of the amount described in
subclause (1) over the net short-term capital
loss (determined without regard to this sub-
section) for such year.”

(C) Subsection (b) of section 1212 is amend-
ed by adding at the end the following new
paragraph:

““(3) TRANSITIONAL RULE.—

“(A) IN GENERAL.—The amount determined
under subclause (I1) of paragraph (2)(A)(ii)
for any taxable year shall be reduced (but
not below zero) by the excess of—

“(i) the amount of the unused pre-1998
long-term capital loss for such year, over

““(ii) the sum of the long-term capital gain
and the net short-term capital gain for such
taxable year.

Section 1211(b)(2)(B) shall be applied without
regard to ‘one-half of’ with respect to such
excess for such taxable year.

““(B) UNUSED PRE-1998 LONG-TERM CAPITAL
LOsS.—For purposes of this paragraph, the
term ‘unused pre-1998 long-term capital loss’
means, with respect to a taxable year, the
excess of—

“(i) the amount which under paragraph
(1)(B) (as in effect for taxable years begin-
ning before January 1, 1998) is treated as a



January 21, 1997

long-term capital loss for the taxpayer’s first
taxable year beginning after December 31,
1997, over

““(ii) the sum of—

“(l) the aggregate amount determined
under subparagraph (A)(ii) for all prior tax-
able years beginning after December 31, 1997,
and

“(I1) the aggregate reductions under sub-
paragraph (A) for all such prior taxable
years.”’

(11) Paragraph (1) of section 1402(i) is
amended by inserting ‘‘, and the deduction
provided by section 1202 shall not apply’’ be-
fore the period at the end thereof.

(12) Subsection (e) of section 1445 is amend-
ed—

(A) in paragraph (1) by striking ‘35 percent
(or, to the extent provided in regulations, 28
percent)” and inserting ‘28 percent (or, to
the extent provided in regulations, 19.8 per-
cent)”’, and

(B) in paragraph (2) by striking ““35 per-
cent’” and inserting ‘‘28 percent’’.

(13)(A) The second sentence of section
7518(g)(6)(A) is amended—

(i) by striking ‘‘during a taxable year to
which section 1(h) or 1201(a) applies’, and

(if) by striking ‘28 percent (34 percent”’
and inserting ‘“19.8 percent (28 percent’’.

(B) The second sentence of section
607(h)(6)(A) of the Merchant Marine Act, 1936
is amended—

(i) by striking ‘‘during a taxable year to
which section 1(h) or 1201(a) of such Code ap-
plies”’, and

(ii) by striking ‘28 percent (34 percent”’
and inserting “19.8 percent (28 percent’’.

(d) CLERICAL AMENDMENT.—The table of
sections for part | of subchapter P of chapter
1 is amended by striking the item relating to
section 1202 and by inserting after the item
relating to section 1201 the following new
items:

““‘Sec. 1202. Capital gains deduction.

‘“‘Sec. 1203. 50-percent exclusion for gain
from certain small business
stock.”

(e) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the amendments
made by this section shall apply to taxable
years ending after December 31, 1996.

(2) CONTRIBUTIONS.—The amendment made
by subsection (c)(2) shall apply to contribu-
tions after December 31, 1996.

(3) USE OF LONG-TERM LOSSES.—The amend-
ments made by subsection (c)(10) shall apply
to taxable years beginning after December
31, 1997.

(4) WITHHOLDING.—The amendments made
by subsection (c)(12) shall apply only to
amounts paid after the date of the enact-
ment of this Act.

SEC. 202. INDEXING OF CERTAIN ASSETS AC-
QUIRED AFTER DECEMBER 31, 1996,
FOR PURPOSES OF DETERMINING
GAIN.

(a) IN GENERAL.—Part Il of subchapter O of
chapter 1 (relating to basis rules of general
application) is amended by inserting after
section 1021 the following new section:

“SEC. 1022. INDEXING OF CERTAIN ASSETS AC-
QUIRED AFTER DECEMBER 31, 1996,
FOR PURPOSES OF DETERMINING
GAIN.

“‘(a) GENERAL RULE.—

““(1) INDEXED BASIS SUBSTITUTED FOR AD-
JUSTED BASIS.—Solely for purposes of deter-
mining gain on the sale or other disposition
by a taxpayer (other than a corporation) of
an indexed asset which has been held for
more than 3 years, the indexed basis of the
asset shall be substituted for its adjusted
basis.

““(2) EXCEPTION FOR DEPRECIATION, ETC.—
The deductions for depreciation, depletion,
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and amortization shall be determined with-
out regard to the application of paragraph (1)
to the taxpayer or any other person.

““(b) INDEXED ASSET.—

““(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘indexed asset’ means—

“(A) common stock in a C corporation
(other than a foreign corporation), and

‘“(B) tangible property,
which is a capital asset or property used in
the trade or business (as defined in section
1231(b)).

““(2) STOCK IN CERTAIN FOREIGN CORPORA-
TIONS INCLUDED.—For purposes of this sec-
tion—

“(A) IN GENERAL.—The term ‘indexed asset’
includes common stock in a foreign corpora-
tion which is regularly traded on an estab-
lished securities market.

““(B) EXCEPTION.—Subparagraph (A) shall
not apply to—

‘(i) stock of a foreign investment company
(within the meaning of section 1246(b)),

““(ii) stock in a passive foreign investment
company (as defined in section 1296),

““(iii) stock in a foreign corporation held by
a United States person who meets the re-
quirements of section 1248(a)(2), and

“(iv) stock in a foreign personal holding
company (as defined in section 552).

““(C) TREATMENT OF AMERICAN DEPOSITORY
RECEIPTS.—AN American depository receipt
for common stock in a foreign corporation
shall be treated as common stock in such
corporation.

““(c) INDEXED BAsIs.—For purposes of this
section—

““(1) GENERAL RULE.—The indexed basis for
any asset is—

“(A) the adjusted basis of the asset, in-
creased by

““(B) the applicable inflation adjustment.

““(2) APPLICABLE INFLATION ADJUSTMENT.—
The applicable inflation adjustment for any
asset is an amount equal to—

“(A) the adjusted basis of the asset, multi-
plied by

‘“(B) the percentage (if any) by which—

‘(i) the gross domestic product deflator for
the last calendar quarter ending before the
asset is disposed of, exceeds

“(ii) the gross domestic product deflator
for the last calendar quarter ending before
the asset was acquired by the taxpayer.

The percentage under subparagraph (B) shall
be rounded to the nearest %o of 1 percentage
point.

““(3) GROSS DOMESTIC PRODUCT DEFLATOR.—
The gross domestic product deflator for any
calendar quarter is the implicit price
deflator for the gross domestic product for
such quarter (as shown in the last revision
thereof released by the Secretary of Com-
merce before the close of the following cal-
endar quarter).

‘“(d) SUSPENSION OF HOLDING PERIOD WHERE
DIMINISHED RISK OF LOSS; TREATMENT OF
SHORT SALES.—

““(1) IN GENERAL.—If the taxpayer (or a re-
lated person) enters into any transaction
which substantially reduces the risk of loss
from holding any asset, such asset shall not
be treated as an indexed asset for the period
of such reduced risk.

““(2) SHORT SALES.—

“(A) IN GENERAL.—INn the case of a short
sale of an indexed asset with a short sale pe-
riod in excess of 3 years, for purposes of this
title, the amount realized shall be an
amount equal to the amount realized (deter-
mined without regard to this paragraph) in-
creased by the applicable inflation adjust-
ment. In applying subsection (c)(2) for pur-
poses of the preceding sentence, the date on
which the property is sold short shall be
treated as the date of acquisition and the
closing date for the sale shall be treated as
the date of disposition.
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““(B) SHORT SALE PERIOD.—For purposes of
subparagraph (A), the short sale period be-
gins on the day that the property is sold and
ends on the closing date for the sale.

‘‘(e) TREATMENT OF REGULATED INVESTMENT
COMPANIES AND REAL ESTATE INVESTMENT
TRUSTS.—

““(1) ADJUSTMENTS AT ENTITY LEVEL.—

“(A) IN GENERAL.—EXxcept as otherwise pro-
vided in this paragraph, the adjustment
under subsection (a) shall be allowed to any
qualified investment entity (including for
purposes of determining the earnings and
profits of such entity).

““(B) EXCEPTION FOR CORPORATE SHAREHOLD-
ERS.—Under regulations—

‘(i) in the case of a distribution by a quali-
fied investment entity (directly or indi-
rectly) to a corporation—

“(1) the determination of whether such dis-
tribution is a dividend shall be made without
regard to this section, and

“(11) the amount treated as gain by reason
of the receipt of any capital gain dividend
shall be increased by the percentage by
which the entity’s net capital gain for the
taxable year (determined without regard to
this section) exceeds the entity’s net capital
gain for such year determined with regard to
this section, and

“(ii) there shall be other appropriate ad-
justments (including deemed distributions)
so as to ensure that the benefits of this sec-
tion are not allowed (directly or indirectly)
to corporate shareholders of qualified invest-
ment entities.

For purposes of the preceding sentence, any
amount includible in gross income under sec-
tion 852(b)(3)(D) shall be treated as a capital
gain dividend and an S corporation shall not
be treated as a corporation.

““(C) EXCEPTION FOR QUALIFICATION PUR-
POSES.—This section shall not apply for pur-
poses of sections 851(b) and 856(c).

‘(D) EXCEPTION FOR CERTAIN TAXES
POSED AT ENTITY LEVEL.—

“(i) TAX ON FAILURE TO DISTRIBUTE ENTIRE
GAIN.—If any amount is subject to tax under
section 852(b)(3)(A) for any taxable year, the
amount on which tax is imposed under such
section shall be increased by the percentage
determined under subparagraph (B)(i)(1l). A
similar rule shall apply in the case of any
amount subject to tax under paragraph (2) or
(3) of section 857(b) to the extent attrib-
utable to the excess of the net capital gain
over the deduction for dividends paid deter-
mined with reference to capital gain divi-
dends only. The first sentence of this clause
shall not apply to so much of the amount
subject to tax under section 852(b)(3)(A) as is
designated by the company under section
852(b)(3)(D).

““(if) OTHER TAXES.—This section shall not
apply for purposes of determining the
amount of any tax imposed by paragraph (4),
(5), or (6) of section 857(b).

““(2) ADJUSTMENTS TO INTERESTS HELD IN
ENTITY.—

““(A) REGULATED INVESTMENT COMPANIES.—
Stock in a regulated investment company
(within the meaning of section 851) shall be
an indexed asset for any calendar quarter in
the same ratio as—

“(i) the average of the fair market values
of the indexed assets held by such company
at the close of each month during such quar-
ter, bears to

““(ii) the average of the fair market values
of all assets held by such company at the
close of each such month.

“(B) REAL ESTATE INVESTMENT TRUSTS.—
Stock in a real estate investment trust
(within the meaning of section 856) shall be
an indexed asset for any calendar quarter in
the same ratio as—

IM-
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“(i) the fair market value of the indexed
assets held by such trust at the close of such
quarter, bears to

“(ii) the fair market value of all assets
held by such trust at the close of such quar-
ter.

““(C) RATIO OF 80 PERCENT OR MORE.—If the
ratio for any calendar quarter determined
under subparagraph (A) or (B) would (but for
this subparagraph) be 80 percent or more,
such ratio for such quarter shall be 100 per-
cent.

‘(D) RATIO OF 20 PERCENT OR LESS.—If the
ratio for any calendar quarter determined
under subparagraph (A) or (B) would (but for
this subparagraph) be 20 percent or less, such
ratio for such quarter shall be zero.

“(E) LOOK-THRU OF PARTNERSHIPS.—For
purposes of this paragraph, a qualified in-
vestment entity which holds a partnership
interest shall be treated (in lieu of holding a
partnership interest) as holding its propor-
tionate share of the assets held by the part-
nership.

““(3) TREATMENT OF RETURN OF CAPITAL DIS-
TRIBUTIONS.—EXxcept as otherwise provided
by the Secretary, a distribution with respect
to stock in a qualified investment entity
which is not a dividend and which results in
a reduction in the adjusted basis of such
stock shall be treated as allocable to stock
acquired by the taxpayer in the order in
which such stock was acquired.

““(4) QUALIFIED INVESTMENT ENTITY.—For
purposes of this subsection, the term ‘quali-
fied investment entity’ means—

“(A) a regulated investment company
(within the meaning of section 851), and

““(B) a real estate investment trust (within
the meaning of section 856).

““(f) OTHER PASS-THRU ENTITIES.—

““(1) PARTNERSHIPS.—

“(A) IN GENERAL.—InN the case of a partner-
ship, the adjustment made under subsection
(a) at the partnership level shall be passed
through to the partners.

““(B) SPECIAL RULE IN THE CASE OF SECTION
754 ELECTIONS.—In the case of a transfer of an
interest in a partnership with respect to
which the election provided in section 754 is
in effect—

“(i) the adjustment under section 743(b)(1)
shall, with respect to the transferor partner,
be treated as a sale of the partnership assets
for purposes of applying this section, and

““(ii) with respect to the transferee partner,
the partnership’s holding period for purposes
of this section in such assets shall be treated
as beginning on the date of such adjustment.

““(2) S CORPORATIONS.—In the case of an S
corporation, the adjustment made under sub-
section (a) at the corporate level shall be
passed through to the shareholders. This sec-
tion shall not apply for purposes of deter-
mining the amount of any tax imposed by
section 1374 or 1375.

““(3) COMMON TRUST FUNDS.—In the case of a
common trust fund, the adjustment made
under subsection (a) at the trust level shall
be passed through to the participants.

““(4) INDEXING ADJUSTMENT DISREGARDED IN
DETERMINING LOSS ON SALE OF INTEREST IN EN-
TITY.—Notwithstanding the preceding provi-
sions of this subsection, for purposes of de-
termining the amount of any loss on a sale
or exchange of an interest in a partnership,
S corporation, or common trust fund, the ad-
justment made under subsection (a) shall not
be taken into account in determining the ad-
justed basis of such interest.

““(g) DISPOSITIONS BETWEEN RELATED PER-
SONS.—

“(1) IN GENERAL.—This section shall not
apply to any sale or other disposition of
property between related persons except to
the extent that the basis of such property in
the hands of the transferee is a substituted
basis.
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““(2) RELATED PERSONS DEFINED.—For pur-
poses of this section, the term ‘related per-
sons’ means—

“(A) persons bearing a relationship set
forth in section 267(b), and

““(B) persons treated as single employer
under subsection (b) or (c) of section 414.

““(h) TRANSFERS TO INCREASE INDEXING AD-
JUSTMENT.—If any person transfers cash,
debt, or any other property to another per-
son and the principal purpose of such trans-
fer is to secure or increase an adjustment
under subsection (a), the Secretary may dis-
allow part or all of such adjustment or in-
crease.

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

““(1) TREATMENT OF IMPROVEMENTS, ETC.—If
there is an addition to the adjusted basis of
any tangible property or of any stock in a
corporation during the taxable year by rea-
son of an improvement to such property or a
contribution to capital of such corporation—

““(A) such addition shall never be taken
into account under subsection (c)(1)(A) if the
aggregate amount thereof during the taxable
year with respect to such property or stock
is less than $1,000, and

““(B) such addition shall be treated as a
separate asset acquired at the close of such
taxable year if the aggregate amount thereof
during the taxable year with respect to such
property or stock is $1,000 or more.

A rule similar to the rule of the preceding
sentence shall apply to any other portion of
an asset to the extent that separate treat-
ment of such portion is appropriate to carry
out the purposes of this section.

““(2) ASSETS WHICH ARE NOT INDEXED ASSETS
THROUGHOUT HOLDING PERIOD.—The applica-
ble inflation adjustment shall be appro-
priately reduced for periods during which the
asset was not an indexed asset.

““(3) TREATMENT OF CERTAIN DISTRIBU-
TIONS.—A distribution with respect to stock
in a corporation which is not a dividend shall
be treated as a disposition.

““(4) ACQUISITION DATE WHERE THERE HAS
BEEN PRIOR APPLICATION OF SUBSECTION (a)(1)
WITH RESPECT TO THE TAXPAYER.—If there has
been a prior application of subsection (a)(1)
to an asset while such asset was held by the
taxpayer, the date of acquisition of such
asset by the taxpayer shall be treated as not
earlier than the date of the most recent such
prior application.

““(5) COLLAPSIBLE CORPORATIONS.—The ap-
plication of section 341(a) (relating to col-
lapsible corporations) shall be determined
without regard to 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.”

(b) CLERICAL AMENDMENT.—The table of
sections for part Il of subchapter O of chap-
ter 1 is amended by inserting after the item
relating to section 1021 the following new
item:
““Sec. 1022. Indexing of certain assets ac-
quired after December 31, 1996,
for purposes of determining
gain.”

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to the disposition of
any property the holding period of which be-
gins after December 31, 1996.

(2) CERTAIN TRANSACTIONS BETWEEN RELAT-
ED PERSONS.—The amendments made by this
section shall not apply to the disposition of
any property acquired after December 31,
1996, from a related person (as defined in sec-
tion 1022(g)(2) of the Internal Revenue Code
of 1986, as added by this section) if—
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(A) such property was so acquired for a
price less than the property’s fair market
value, and

(B) the amendments made by this section
did not apply to such property in the hands
of such related person.

(d) ELECTION TO RECOGNIZE GAIN ON ASSETS
HELD ON JANUARY 1, 1997.—For purposes of
the Internal Revenue Code of 1986—

(1) IN GENERAL.—A taxpayer other than a
corporation may elect to treat—

(A) any readily tradable stock (which is an
indexed asset) held by such taxpayer on Jan-
uary 1, 1997, and not sold before the next
business day after such date, as having been
sold on such next business day for an amount
equal to its closing market price on such
next business day (and as having been reac-
quired on such next business day for an
amount equal to such closing market price),
and

(B) any other indexed asset held by the
taxpayer on January 1, 1997, as having been
sold on such date for an amount equal to its
fair market value on such date (and as hav-
ing been reacquired on such date for an
amount equal to such fair market value).

(2) TREATMENT OF GAIN OR LOSS.—

(A) Any gain resulting from an election
under paragraph (1) shall be treated as re-
ceived or accrued on the date the asset is
treated as sold under paragraph (1) and shall
be recognized notwithstanding any provision
of the Internal Revenue Code of 1986.

(B) Any loss resulting from an election
under paragraph (1) shall not be allowed for
any taxable year.

(3) ELECTION.—AnN election under paragraph
(1) shall be made in such manner as the Sec-
retary of the Treasury or his delegate may
prescribe and shall specify the assets for
which such election is made. Such an elec-
tion, once made with respect to any asset,
shall be irrevocable.

(4) READILY TRADABLE STOCK.—For pur-
poses of this subsection, the term ‘‘readily
tradable stock’ means any stock which, as
of January 1, 1997, is readily tradable on an
established securities market or otherwise.

(e) TREATMENT OF PRINCIPAL RESIDENCES.—
Property held and used by the taxpayer on
January 1, 1997, as his principal residence
(within the meaning of section 1034 of the In-
ternal Revenue Code of 1986) shall be treat-
ed—

(1) for purposes of subsection (c)(1) of this
section and section 1022 of such Code, as hav-
ing a holding period which begins on Janu-
ary 1, 1997, and

(2) for purposes of section 1022(c)(2)(B)(ii) of
such Code, as having been acquired on Janu-
ary 1, 1997.

Subsection (d) shall not apply to property to

which this subsection applies.

SEC. 203. MODIFICATIONS TO EXCLUSION OF
GAIN ON CERTAIN SMALL BUSINESS
STOCK.

(a) REPEAL OF MINIMUM TAX PREFERENCE.—

(1) Subsection (a) of section 57 is amended
by striking paragraph (7).

(2) Subclause (1) of section 53(d)(1)(B)(ii) is
amended by striking ‘‘, (5), and (7)”” and in-
serting “‘and (5)”.

(b) STOCK OF LARGER BUSINESSES ELIGIBLE
FOR REDUCED RATES.—Paragraph (1) of sec-
tion 1203(d), as redesignated by section 201, is
amended by striking ‘‘$50,000,000"" each place
it appears and inserting ‘‘$100,000,000"".

(c) REPEAL OF PER-ISSUER LIMITATION.—
Section 1203, as so redesignated, is amended
by striking subsection (b).

(d) OTHER MODIFICATIONS.—

(1) REPEAL OF WORKING CAPITAL LIMITA-
TION.—Paragraph (6) of section 1203(e), as so
redesignated, is amended—

(A) by striking ‘2 years’ in subparagraph
(B) and inserting ‘5 years’’, and
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(B) by striking the last sentence.

(2) EXCEPTION FROM REDEMPTION RULES
WHERE BUSINESS PURPOSE.—Paragraph (3) of
section 1203(c), as so redesignated, is amend-
ed by adding at the end the following new
subparagraph:

‘(D) WAIVER WHERE BUSINESS PURPOSE.—A
purchase of stock by the issuing corporation
shall be disregarded for purposes of subpara-
graph (B) if the issuing corporation estab-
lishes that there was a business purpose for
such purchase and one of the principal pur-
poses of the purchase was not to avoid the
limitations of this section.”

(e) CONFORMING AMENDMENTS.—

(1) Subsection (c) of section 1203, as so re-
designated, is amended by striking ‘‘sub-
sections (f) and (h)” and inserting ‘‘sub-
sections (e) and (g)”".

(2) Paragraph (2) of section 1203(c), as so re-
designated, is amended—

(A) by striking ‘‘subsection (e)”” each place
it appears and inserting ‘‘subsection (d)”,
and

(B) by striking ‘‘subsection (e)(4) in sub-
paragraph (B)(ii) and inserting ‘‘subsection
(d)@.

(3) Paragraph (1) of section 1203(e), as so re-

designated, is amended by striking ‘‘sub-
section (c)(2)”” and inserting ‘‘subsection
®@.

(4) Paragraph (1) of section 1203(g), as so re-
designated, is amended to read as follows:

“(1) IN GENERAL.—If any amount included
in gross income by reason of holding an in-
terest in a pass-thru entity meets the re-
quirements of paragraph (2), such amount
shall be treated as gain from the sale or ex-
change of any qualified small business stock
held for more than 5 years.”

(5) Section 1203, as so redesignated, as
amended by the preceding provisions of this
section, is amended by redesignating sub-
sections (c) through (k) as subsections (b)
through (j), respectively.

(f) CLERICAL AMENDMENT.—Section 1203, as
so redesignated, is amended by adding at the
end the following new subsection:

“‘(k) CROSS REFERENCE.—

“For reduced rates on gain of qualified
small business stock held more than 5 years,
see sections 1201(b) and 1202(e).”

(9) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to stock issued after Au-
gust 10, 1993.

(2) INCREASE IN sSIzE.—The amendment
made by subsection (b) shall apply to stock
issued after the date of the enactment of this
Act.

Subtitle B—Corporate Capital Gains
SEC. 211. REDUCTION OF ALTERNATIVE CAPITAL
GAIN TAX FOR CORPORATIONS.

(a) IN GENERAL.—Section 1201 is amended
to read as follows:

“SEC. 1201. ALTERNATIVE TAX FOR CORPORA-
TIONS.

““(a) GENERAL RULE.—If for any taxable
year a corporation has a net capital gain,
then, in lieu of the tax imposed by sections
11, 511, and 831 (a) and (b) (whichever is appli-
cable), there is hereby imposed a tax (if such
tax is less than the tax imposed by such sec-
tions) which shall consist of the sum of—

‘(1) a tax computed on the taxable income
reduced by the amount of the net capital
gain, at the rates and in the manner as if
this subsection had not been enacted, plus

“(2) a tax of 28 percent of the net capital
gain.

“(b) SPECIAL RULES FOR QUALIFIED SMALL
BUSINESS GAIN.—

“(1) IN GENERAL.—If for any taxable year a
corporation has gain from the sale or ex-
change of any qualified small business stock
held for more than 5 years, the amount de-
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termined under subsection (a)(2) for such
taxable year shall be equal to the sum of—

““(A) 21 percent of the lesser of such gain or
the corporation’s net capital gain, plus

““(B) 28 percent of the net capital gain re-
duced by the gain taken into account under
subparagraph (A).

““(2) QUALIFIED SMALL BUSINESS STOCK.—For
purposes of paragraph (1), the term ‘qualified
small business stock’ has the meaning given
such term by section 1203(b), except that
stock shall not be treated as qualified small
business stock if such stock was at any time
held by a member of the parent-subsidiary
controlled group (as defined in section
1203(c)(3)) which includes the qualified small
business.

‘“(c) TRANSITIONAL RULE.—

““(1) IN GENERAL.—IN applying this section,
net capital gain for any taxable year shall
not exceed the net capital gain determined
by taking into account only gains and losses
properly taken into account for the portion
of the taxable year after December 31, 1996.

‘“(2) SPECIAL RULE FOR PASS-THRU ENTI-
TIES.—Section 1202(d)(3)(C) shall apply for
purposes of paragraph (1).

“‘(d) CROSs REFERENCES.—

“For computation of the alternative tax—

“(1) in the case of life insurance companies,
see section 801(a)(2),

“(2) in the case of regulated investment
companies and their shareholders, see sec-
tion 852(b)(3) (A) and (D), and

“(3) in the case of real estate investment
trusts, see section 857(b)(3)(A).”

(b) TECHNICAL AMENDMENT.—Clause (iii) of
section 852(b)(3)(D) is amended by striking
‘65 percent’” and inserting ‘72 percent’’.

(c) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxable years end-
ing after December 31, 1996.

(2) QUALIFIED SMALL BUSINESS STOCK.—Sec-
tion 1201(b) of the Internal Revenue Code of
1986 (as added by subsection (a)) shall apply
to gain from qualified small business stock
acquired on or after the date of the enact-
ment of this Act.

Subtitle C—Capital Loss Deduction Allowed
With Respect to Sale or Exchange of Prin-
cipal Residence

SEC. 221. CAPITAL LOSS DEDUCTION ALLOWED

WITH RESPECT TO SALE OR EX-
CHANGE OF PRINCIPAL RESIDENCE.

(a) IN GENERAL.—Subsection (c) of section
165 (relating to limitation on losses of indi-
viduals) is amended by striking ‘“and’ at the
end of paragraph (2), by striking the period
at the end of paragraph (3) and inserting *;
and”’, and by adding at the end the following
new paragraph:

‘“(4) losses arising from the sale or ex-
change of the principal residence (within the
meaning of section 1034) of the taxpayer.”

(b) EFFeECTIVE DATE.—The amendment
made by subsection (a) shall apply to sales
and exchanges after December 31, 1996, in
taxable years ending after such date.

TITLE III—ESTATE AND GIFT PROVISIONS

SEC. 301. INCREASE IN UNIFIED ESTATE AND

GIFT TAX CREDIT.

(a) ESTATE TAX CREDIT.—

(1) IN GENERAL.—Section 2010(a) (relating
to unified credit against estate tax) is
amended by striking ‘“$192,800"" and inserting
“the applicable credit amount’’.

(2) APPLICABLE CREDIT AMOUNT.— Section
2010 is amended by redesignating subsection
(c) as subsection (d) and by inserting after
subsection (b) the following new subsection:

*“(c) APPLICABLE CREDIT AMOUNT.—For pur-
poses of this section, the applicable credit
amount is the amount of the tentative tax
which would be determined under the rate
schedule set forth in section 2001(c) if the
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amount with respect to which such tentative
tax is to be computed were the applicable ex-
clusion amount determined in accordance
with the following table:
“In the case of estates

of decedents dying,

The applicable
exclusion amount

and gifts made, dur- is:

ing:
1997 $650,000
1998 .. $700,000
1999 .. $750,000
2000 .. $800,000
2001 .. $850,000
2002 .. $900,000
2003 $950,000
2004 or thereafter ...... $1,000,000.”"

(3) CONFORMING AMENDMENTS.—

(A) Section 6018(a)(1) is amended by strik-
ing ‘“$600,000” and inserting ‘‘the applicable
exclusion amount in effect under section
2010(c) for the calendar year which includes
the date of death”.

(B) Section 2001(c)(2) is amended by strik-
ing ‘“$21,040,000"" and inserting ‘‘the amount
at which the average tax rate under this sec-
tion is 55 percent”’.

(C) Section 2102(c)(3)(A) is amended by
striking ‘$192,800"” and inserting ‘‘the appli-
cable credit amount in effect under section
2010(c) for the calendar year which includes
the date of death”.

(b) UNIFIED GIFT TAX CREDIT.—Section
2505(a)(1) (relating to unified credit against
gift tax) is amended by striking ‘“$192,800"
and inserting ‘‘the applicable credit amount
in effect under section 2010(c) for such cal-
endar year”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to the es-
tates of decedents dying, and gifts made,
after December 31, 1996.

SEC. 302. FAMILY-OWNED BUSINESS EXCLUSION.

(a) IN GENERAL.—Part 11l of subchapter A
of chapter 11 (relating to gross estate) is
amended by inserting after section 2033 the
following new section:

“SEC. 2033A. FAMILY-OWNED BUSINESS EXCLU-
SION.

““(a) IN GENERAL.—INn the case of an estate
of a decedent to which this section applies,
the value of the gross estate shall not in-
clude the lesser of—

‘(1) the adjusted value of the qualified
family-owned business interests of the dece-
dent otherwise includible in the estate, or

““(2) the sum of—

“(A) $1,500,000, plus

““(B) 50 percent of the excess (if any) of the
adjusted value of such interests over
$1,500,000.

““(b) ESTATES TO WHICH SECTION APPLIES.—

““(1) IN GENERAL.—This section shall apply
to an estate if—

“(A) the decedent was (at the date of the
decedent’s death) a citizen or resident of the
United States,

““(B) the sum of—

“(i) the adjusted value of the qualified
family-owned business interests described in
paragraph (2), plus

“(ii) the amount of the gifts of such inter-
ests determined under paragraph (3),
exceeds 50 percent of the adjusted gross es-
tate, and

““(C) during the 8-year period ending on the
date of the decedent’s death there have been
periods aggregating 5 years or more during
which—

““(i) such interests were owned by the dece-
dent or a member of the decedent’s family,
and

“(ii) there was material participation
(within the meaning of section 2032A(e)(6))
by the decedent or a member of the dece-
dent’s family in the operation of the business
to which such interests relate.

““(2) INCLUDIBLE QUALIFIED FAMILY-OWNED
BUSINESS INTERESTS.—The qualified family-
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owned business interests described in this
paragraph are the interests which—

“(A) are included in determining the value
of the gross estate (without regard to this
section), and

‘“(B) are acquired by any qualified heir
from, or passed to any qualified heir from,
the decedent (within the meaning of section
2032A(e)(9)).

““(3) INCLUDIBLE GIFTS OF INTERESTS.—The
amount of the gifts of qualified family-
owned business interests determined under
this paragraph is the excess of—

“(A) the sum of—

‘(i) the amount of such gifts from the de-
cedent to members of the decedent’s family
taken into account under subsection
2001(b)(1)(B), plus

““(ii) the amount of such gifts otherwise ex-
cluded under section 2503(b),
to the extent such interests are continuously
held by members of such family (other than
the decedent’s spouse) between the date of
the gift and the date of the decedent’s death,
over

“(B) the amount of such gifts from the de-
cedent to members of the decedent’s family
otherwise included in the gross estate.

““(c) ADJUSTED GROSS ESTATE.—For pur-
poses of this section, the term ‘adjusted
gross estate’ means the value of the gross es-
tate (determined without regard to this sec-
tion)—

“(1) reduced by any amount deductible
under paragraph (3) or (4) of section 2053(a),
and

““(2) increased by the excess of—

“(A) the sum of—

“(i) the amount of gifts determined under
subsection (b)(3), plus

““(ii) the amount (if more than de minimis)
of other transfers from the decedent to the
decedent’s spouse (at the time of the trans-
fer) within 10 years of the date of the dece-
dent’s death, plus

“(iif) the amount of other gifts (not in-
cluded under clause (i) or (ii)) from the dece-
dent within 3 years of such date, other than
gifts to members of the decedent’s family
otherwise excluded under section 2503(b),
over

“(B) the sum of the amounts described in

clauses (i), (ii), and (iii) of subparagraph (A)
which are otherwise includible in the gross
estate.
For purposes of the preceding sentence, the
Secretary may provide that de minimis gifts
to persons other than members of the dece-
dent’s family shall not be taken into ac-
count.

“(d) ADJUSTED VALUE OF THE QUALIFIED
FAMILY-OWNED BUSINESS INTERESTS.—For
purposes of this section, the adjusted value
of any qualified family-owned business inter-
est is the value of such interest for purposes
of this chapter (determined without regard
to this section), reduced by the excess of—

“(1) any amount deductible under para-
graph (3) or (4) of section 2053(a), over

““(2) the sum of—

“(A) any indebtedness on any qualified res-
idence of the decedent the interest on which
is deductible under section 163(h)(3), plus

“(B) any indebtedness to the extent the
taxpayer establishes that the proceeds of
such indebtedness were used for the payment
of educational and medical expenses of the
decedent, the decedent’s spouse, or the dece-
dent’s dependents (within the meaning of
section 152), plus

“(C) any indebtedness not described in
clause (i) or (ii), to the extent such indebted-
ness does not exceed $10,000.

““(e) QUALIFIED FAMILY-OWNED BUSINESS IN-
TEREST.—

““(1) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified family-owned busi-
ness interest’ means—
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“(A) an interest as a proprietor in a trade
or business carried on as a proprietorship, or

““(B) an interest in an entity carrying on a
trade or business, if—

‘(i) at least—

“(1) 50 percent of such entity is owned (di-
rectly or indirectly) by the decedent and
members of the decedent’s family,

“(I1) 70 percent of such entity is so owned
by members of 2 families, or

“(111) 90 percent of such entity is so owned
by members of 3 families, and

““(ii) for purposes of subclause (11) or (111) of
clause (i), at least 30 percent of such entity
is so owned by the decedent and members of
the decedent’s family.

““(2) LIMITATION.—Such term shall not in-
clude—

“(A) any interest in a trade or business the
principal place of business of which is not lo-
cated in the United States,

““(B) any interest in an entity, if the stock
or debt of such entity or a controlled group
(as defined in section 267(f)(1)) of which such
entity was a member was readily tradable on
an established securities market or second-
ary market (as defined by the Secretary) at
any time within 3 years of the date of the de-
cedent’s death,

““(C) any interest in a trade or business not
described in section 542(c)(2), if more than 35
percent of the adjusted ordinary gross in-
come of such trade or business for the tax-
able year which includes the date of the de-
cedent’s death would qualify as personal
holding company income (as defined in sec-
tion 543(a)),

‘(D) that portion of an interest in a trade
or business that is attributable to—

‘(i) cash or marketable securities, or both,
in excess of the reasonably expected day-to-
day working capital needs of such trade or
business, and

‘“(ii) any other assets of the trade or busi-
ness (other than assets used in the active
conduct of a trade or business described in
section 542(c)(2)), the income of which is de-
scribed in section 543(a) or in subparagraph
(B), (C), (D), or (E) of section 954(c)(1) (deter-
mined by substituting ‘trade or business’ for
‘controlled foreign corporation’).

““(3) RULES REGARDING OWNERSHIP.—

““(A) OWNERSHIP OF ENTITIES.—FoOr purposes
of paragraph (1)(B)—

‘(i) CORPORATIONS.—Ownership of a cor-
poration shall be determined by the holding
of stock possessing the appropriate percent-
age of the total combined voting power of all
classes of stock entitled to vote and the ap-
propriate percentage of the total value of
shares of all classes of stock.

““(if) PARTNERSHIPS.—Ownership of a part-
nership shall be determined by the owning of
the appropriate percentage of the capital in-
terest in such partnership.

‘“(B) OWNERSHIP OF TIERED ENTITIES.—For
purposes of this section, if by reason of hold-
ing an interest in a trade or business, a dece-
dent, any member of the decedent’s family,
any qualified heir, or any member of any
qualified heir’s family is treated as holding
an interest in any other trade or business—

““(i) such ownership interest in the other
trade or business shall be disregarded in de-
termining if the ownership interest in the
first trade or business is a qualified family-
owned business interest, and

‘(i) this section shall be applied sepa-
rately in determining if such interest in any
other trade or business is a qualified family-
owned business interest.

“(C) INDIVIDUAL OWNERSHIP RULES.—For
purposes of this section, an interest owned,
directly or indirectly, by or for an entity de-
scribed in paragraph (1)(B) shall be consid-
ered as being owned proportionately by or
for the entity’s shareholders, partners, or
beneficiaries. A person shall be treated as a
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beneficiary of any trust only if such person
has a present interest in such trust.

“(f) TAX TREATMENT OF FAILURE TO MATE-
RIALLY PARTICIPATE IN BUSINESS OR DISPOSI-
TIONS OF INTERESTS.—

““(1) IN GENERAL.—There is imposed an ad-
ditional estate tax if, within 10 years after
the date of the decedent’s death and before
the date of the qualified heir’s death—

“(A) the material participation require-
ments described in section 2032A(c)(6)(B) are
not met with respect to the qualified family-
owned business interest which was acquired
(or passed) from the decedent,

““(B) the qualified heir disposes of any por-
tion of a qualified family-owned business in-
terest (other than by a disposition to a mem-
ber of the qualified heir’s family or through
a qualified conservation contribution under
section 170(h)),

““(C) the qualified heir loses United States
citizenship (within the meaning of section
877) or with respect to whom an event de-
scribed in subparagraph (A) or (B) of section
877(e)(1) occurs, and such heir does not com-
ply with the requirements of subsection (g),
or

“(D) the principal place of business of a
trade or business of the qualified family-
owned business interest ceases to be located
in the United States.

““(2) ADDITIONAL ESTATE TAX.—

“(A) IN GENERAL.—The amount of the addi-
tional estate tax imposed by paragraph (1)
shall be equal to—

“(i) the applicable percentage of the ad-
justed tax difference attributable to the
qualified family-owned business interest (as
determined under rules similar to the rules
of section 2032A(c)(2)(B)), plus

“(if) interest on the amount determined
under clause (i) at the underpayment rate es-
tablished under section 6621 for the period
beginning on the date the estate tax liability
was due under this chapter and ending on the
date such additional estate tax is due.

““(B) APPLICABLE PERCENTAGE.—For pur-
poses of this paragraph, the applicable per-
centage shall be determined under the fol-
lowing table:

“If the event described in
paragraph (1) occurs in
the following year of
material participation:

1 through 6

The applicable
percentage is:
100
80
60
40
20.

““(g) SECURITY REQUIREMENTS FOR NONCITI-
ZEN QUALIFIED HEIRS.—

““(1) IN GENERAL.—Except upon the applica-
tion of subparagraph (F) or (M) of subsection
(h)(3), if a qualified heir is not a citizen of
the United States, any interest under this
section passing to or acquired by such heir
(including any interest held by such heir at
a time described in subsection (f)(1)(C)) shall
be treated as a qualified family-owned busi-
ness interest only if the interest passes or is
acquired (or is held) in a qualified trust.

““(2) QUALIFIED TRUST.—The term ‘qualified
trust’ means a trust—

“(A) which is organized under, and gov-
erned by, the laws of the United States or a
State, and

““(B) except as otherwise provided in regu-
lations, 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.

““(h) OTHER DEFINITIONS AND APPLICABLE
RULES.—For purposes of this section—

““(1) QUALIFIED HEIR.—The term ‘qualified
heir'—

“(A) has the meaning given to such term
by section 2032A(e)(1), and
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“(B) includes any active employee of the
trade or business to which the qualified fam-
ily-owned business interest relates if such
employee has been employed by such trade
or business for a period of at least 10 years
before the date of the decedent’s death.

“(2) MEMBER OF THE FAMILY.—The term
‘member of the family’ has the meaning
given to such term by section 2032A(e)(2).

““(3) APPLICABLE RULES.—Rules similar to
the following rules shall apply:

“(A) Section 2032A(b)(4) (relating to dece-
dents who are retired or disabled).

““(B) Section 2032A(b)(5) (relating to special
rules for surviving spouses).

““(C) Section 2032A(c)(2)(D) (relating to par-
tial dispositions).

‘(D) Section 2032A(c)(3) (relating to only 1
additional tax imposed with respect to any 1
portion).

“(E) Section 2032A(c)(4) (relating to due
date).

“(F) Section 2032A(c)(5) (relating to liabil-
ity for tax; furnishing of bond).

““(G) Section 2032A(c)(7) (relating to no tax
if use begins within 2 years; active manage-
ment by eligible qualified heir treated as
material participation).

““(H) Section 2032A(e)(10) (relating to com-
munity property).

“(1) Section 2032A(e)(14) (relating to treat-
ment of replacement property acquired in
section 1031 or 1033 transactions).

““(J) Section 2032A(f) (relating to statute of
limitations).

“(K) Section 6166(b)(3) (relating to farm-
houses and certain other structures taken
into account).

‘(L) Subparagraphs (B), (C), and (D) of sec-
tion 6166(g)(1) (relating to acceleration of
payment).

‘(M) Section 6324B (relating to special lien
for additional estate tax).

““(4) COORDINATION WITH OTHER ESTATE TAX
BENEFITS.—If there is a reduction in the
value of the gross estate under this section—

““(A) the dollar limitation applicable under
section 2032A(a)(2), and

“(B) the $1,000,000 amount under section
6601(j)(3) (as adjusted),
shall each be reduced (but not below zero) by
the amount of such reduction.”

(b) CLERICAL AMENDMENT.—The table of
sections for part 111 of subchapter A of chap-
ter 11 is amended by inserting after the item
relating to section 2033 the following new
item:

““Sec. 2033A. Family-owned business exclu-
sion.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1996.

SEC. 303. 20-YEAR INSTALLMENT PAYMENT
WHERE ESTATE CONSISTS LARGELY
OF INTEREST IN CLOSELY HELD
BUSINESS.

(a) IN GENERAL.—Section 6166(a) (relating
to extension of time for payment of estate
tax where estate consists largely of interest
in closely held business) is amended by strik-
ing ““10”” in paragraph (1) and the heading
thereof and inserting ‘20"

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1996.

SEC. 304. NO INTEREST ON CERTAIN PORTION OF
ESTATE TAX EXTENDED UNDER 6166.

(a) IN GENERAL.—Section 6601(j) (relating
to 4-percent rate on certain portion of estate
tax extended under section 6166) is amend-
ed—

(1) by striking the first sentence of para-
graph (1) and inserting the following new
sentence: “If the time for payment of an
amount of tax imposed by chapter 11 is ex-
tended as provided in section 6166, no inter-
est on the no-interest portion of such
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amount shall (in lieu of the annual rate pro-
vided by subsection (a)) be paid.”’,

(2) by striking ‘‘4-percent’” each place it
appears in paragraphs (2) and (3) and insert-
ing ‘““no-interest”’,

(3) by striking ‘““4-PERCENT”’ in the heading
of paragraph (2) and inserting ‘“NO INTER-
EST”, and

(4) by striking ‘““4-PERCENT RATE” in the
heading thereof and inserting “NO INTER-
EST”.

(b) CONFORMING AMENDMENTS.—

(1) Section 6166(b)(7)(A)(iii) is amended by
striking ‘‘4-percent rate of interest” and in-
serting ‘‘no-interest portion’’.

(2) Section 6166(b)(8)(A)(iii) is amended to
read as follows:

““(iii) NO-INTEREST PORTION NOT TO APPLY.—
Section 6601(j) (relating to no-interest por-
tion) shall not apply.”

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to estates of
decedents dying after December 31, 1996.

TITLE IV—SAVINGS INCENTIVES
SEC. 401. RESTORATION OF IRA DEDUCTION.

(a) MODIFICATIONS OF RESTRICTIONS ON Ac-
TIVE PARTICIPANTS.—Subparagraph (B) of
section 219(g)(3) (relating to applicable dollar
amount) is amended to read as follows:

‘“(B) APPLICABLE DOLLAR AMOUNT.—The
term ‘applicable dollar amount’ means the
following:

“(i) In the case of a taxpayer filing a joint
return:

The applicable

“For taxable years be- dollar amount is:

ginning in:

1997 e $65,000
1998 .. ... $90,000
1999 .. ... $115,000
2000 .t $140,000
“(ii) In the case of any other taxpayer

(other than a married individual filing a sep-
arate return):
The applicable
“For taxable years be- dollar amount is:
ginning in:
.................................................. $50,000
... $75,000
...$100,000
.................................................. $125,000

filing a separate return, zero.”.

(b) REPEAL OF RESTRICTIONS ON ACTIVE
PARTICIPANTS.—

(1) IN GENERAL.—Section 219 (relating to
deduction for retirement savings), as amend-
ed by section 402, is amended by striking
subsection (g) and by redesignating sub-
section (h) as subsection (g).

(2) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(A) Subsection (f) of section 219 is amended
by striking paragraph (7).

(B) Paragraph (5) of section 408(d) is
amended by striking the last sentence.

(C) Section 408(0) is amended by adding at
the end the following new paragraph:

““(5) TERMINATION.—This subsection shall
not apply to any designated nondeductible
contribution for any taxable year beginning
after December 31, 2000.”".

(D) Sections 408A(C)(2)(A) and
4973(b)(2)(B)(ii), as added by section 403, are
each amended by striking ‘““(computed with-
out regard to subsection (g) of such sec-
tion)”".

(c) COORDINATION OF IRA DEDUCTION LIMIT
WITH ELECTIVE DEFERRAL LIMIT.—Section
219(b) (relating to maximum amount of de-
duction) is amended by adding at the end the
following new paragraph:

““(5) COORDINATION WITH ELECTIVE DEFERRAL
LIMIT.—The amount determined under para-
graph (1) with respect to any individual for
any taxable year shall not exceed the excess
(if any) of—
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“(A) the limitation applicable for the tax-
able year under section 402(g)(1), over

‘“(B) the elective deferrals (as defined in
section 402(g)(3)) of such individual for such
taxable year.”

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by
subsections (a) and (c) shall apply to taxable
years beginning after December 31, 1996.

(2) TERMINATION.—The amendments made
by subsection (b) shall apply to taxable years
beginning after December 31, 2000.

SEC. 402. IRA ALLOWED FOR SPOUSES WHO ARE
NOT ACTIVE PLAN PARTICIPANTS.

(a) IN GENERAL.—Section 219(g)(1) of the In-
ternal Revenue Code of 1986 is amended by
striking ‘‘or the individual’s spouse’.

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

SEC. 403. ESTABLISHMENT OF NONDEDUCTIBLE
TAX-FREE INDIVIDUAL RETIREMENT
ACCOUNTS.

(@) IN GENERAL.—Subpart A of part | of
subchapter D of chapter 1 (relating to pen-
sion, profit-sharing, stock bonus plans, etc.)
is amended by inserting after section 408 the
following new section:

“SEC. 408A. IRA PLUS ACCOUNTS.

‘‘(a) GENERAL RULE.—EXxcept as provided in
this section, an IRA Plus account shall be
treated for purposes of this title in the same
manner as an individual retirement plan.

“(b) IRA PLUS ACCOUNT.—For purposes of
this title, the term °‘IRA Plus account’
means an individual retirement plan (as de-
fined in section 7701(a)(37)) which is des-
ignated (in such manner as the Secretary
may prescribe) at the time of establishment
of the plan as an IRA Plus account.

*“(c) TREATMENT OF CONTRIBUTIONS.—

““(1) No DEDUCTION ALLOWED.—No deduction
shall be allowed under section 219 for a con-
tribution to an IRA Plus account.

““(2) CONTRIBUTION LIMIT.—The aggregate
amount of contributions for any taxable year
to all IRA Plus accounts maintained for the
benefit of an individual shall not exceed the
excess (if any) of—

“(A) the maximum amount allowable as a
deduction under section 219 with respect to
such individual for such taxable year (com-
puted without regard to subsection (g) of
such section), over

““(B) the amount so allowed.

““(3) CONTRIBUTIONS PERMITTED AFTER AGE
70%2.—Contributions to an IRA Plus account
may be made even after the individual for
whom the account is maintained has at-
tained age 70%2.

““(4) MANDATORY DISTRIBUTION RULES NOT TO
APPLY, ETC.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), subsections (a)(6) and
(b)(3) of section 408 (relating to required dis-
tributions) and section 4974 (relating to ex-
cise tax on certain accumulations in quali-
fied retirement plans) shall not apply to any
IRA Plus account.

‘“(B) POST-DEATH DISTRIBUTIONS.—Rules
similar to the rules of section 401(a)(9) (other
than subparagraph (A) thereof) shall apply
for purposes of this section.

““(5) ROLLOVER CONTRIBUTIONS.—

““(A) IN GENERAL.—NO rollover contribution
may be made to an IRA Plus account unless
it is a qualified rollover contribution.

““(B) COORDINATION WITH LIMIT.—A qualified
rollover contribution shall not be taken into
account for purposes of paragraph (2).

““(6) TIME WHEN CONTRIBUTIONS MADE.—For
purposes of this section, the rule of section
219(F)(3) shall apply.

““(d) DISTRIBUTION RULES.—For purposes of
this title—

““(1) GENERAL RULES.—
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““(A) EXCLUSIONS FROM GROSS INCOME.—ANy
qualified distribution from an IRA Plus ac-
count shall not be includible in gross in-
come.

““(B) NONQUALIFIED DISTRIBUTIONS.—In ap-
plying section 72 to any distribution from an
IRA Plus account which is not a qualified
distribution, such distribution shall be treat-
ed as made from contributions to the IRA
Plus account to the extent that such dis-
tribution, when added to all previous dis-
tributions from the IRA Plus account, does
not exceed the aggregate amount of con-
tributions to the IRA Plus account. For pur-
poses of the preceding sentence, all IRA Plus
accounts maintained for the benefit of an in-
dividual shall be treated as 1 account.

““(C) EXCEPTION FROM PENALTY TAX.—Sec-
tion 72(t) shall not apply to any qualified dis-
tribution from an IRA Plus account.

““(2) QUALIFIED DISTRIBUTION.—For purposes
of this subsection—

“(A) IN GENERAL.—The term ‘qualified dis-
tribution’” means any payment or distribu-
tion—

““(i) made on or after the date on which the
individual attains age 59%-,

““(if) made to a beneficiary (or to the estate
of the individual) on or after the death of the
individual,

“(iii) attributable to the individual’s being
disabled (within the meaning of section
72(m)(7)), or

“(iv) which is a qualified special purpose
distribution.

‘“(B) CERTAIN DISTRIBUTIONS WITHIN 5
YEARS.—A payment or distribution shall not
be treated as a qualified distribution under
clause (i) of subparagraph (A) if—

“(i) it is made within the 5-taxable year pe-
riod beginning with the 1st taxable year for
which the individual made a contribution to
an IRA Plus account (or such individual’s
spouse made a contribution to an IRA Plus
account) established for such individual, or

“(ii) in the case of a payment or distribu-
tion properly allocable (as determined in the
manner prescribed by the Secretary) to a
qualified rollover contribution (or income al-
locable thereto), it is made within the 5-tax-
able year period beginning with the taxable
year in which the rollover contribution was
made.

Clause (ii) shall not apply to a qualified roll-
over contribution from an IRA plus account.

*“(3) ROLLOVERS.—

“(A) IN GENERAL.—Paragraph (1) shall not
apply to any distribution which is trans-
ferred in a qualified rollover contribution to
an IRA Plus account.

““(B) INCOME INCLUSION FOR ROLLOVERS
FROM NON-PLUS IRAS.—In the case of any
qualified rollover contribution from an indi-
vidual retirement plan (other than an IRA
Plus account) to an IRA Plus account estab-
lished for the benefit of the payee or dis-
tributee, as the case may be—

“(i) sections 72(t) and 408(d)(3) shall not
apply, and

““(ii) in any case where such contribution is
made before January 1, 1999, any amount re-
quired to be included in gross income by rea-
son of this paragraph shall be so included
ratably over the 4-taxable year period begin-
ning with the taxable year in which the pay-
ment or distribution is made.

“(C) ADDITIONAL REPORTING REQUIRE-
MENTS.—The Secretary shall require that
trustees of IRA Plus accounts, trustees of in-
dividual retirement plans, or both, which-
ever is appropriate, shall include such addi-
tional information in reports required under
section 408(i) as is necessary to ensure that
amounts required to be included in gross in-
come under subparagraph (B) are so in-
cluded.

““(4) QUALIFIED SPECIAL PURPOSE DISTRIBU-
TION.—For purposes of this section, the term
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‘qualified special purpose distribution’
means any distribution to which subpara-
graph (B), (D), (E), or (F) of section 72(t)(2)
applies.

““(e) QUALIFIED ROLLOVER CONTRIBUTION.—
For purposes of this section—

““(1) IN GENERAL.—The term ‘qualified roll-
over contribution’ means a rollover con-
tribution to an IRA Plus account from an-
other such account, or from an individual re-
tirement plan, but only if such rollover con-
tribution meets the requirements of section
408(d)(3). For purposes of section 408(d)(3)(B),
there shall be disregarded any qualified roll-
over contribution from an individual retire-
ment plan to an IRA Plus account.

‘“(2) CoNVERSIONS.—The conversion of an
individual retirement plan to an IRA Plus
account shall be treated as if it were a quali-
fied rollover contribution.”

(b) EXcEss DISTRIBUTIONS TAX NoT To
APPLY.—

(1) Subparagraph (A) of section 4980A(d)(3)
is amended by inserting ‘‘(other than IRA
Plus accounts described in section 408A(b))”’
after ‘“‘retirement plans”.

(2) Section 4980A(e)(1) is amended by add-
ing at the end the following flush sentence:
“Such term shall not include any amount
distributed from an IRA Plus account or any
qualified rollover contribution (as defined in
section 408A(e)) from an individual retire-
ment plan to an IRA Plus account.”

(c) EXCEss CONTRIBUTIONS.—Section 4973(b)
is amended to read as follows:

““(b) EXCESS CONTRIBUTIONS.—For purposes
of this section—

““(1) IN GENERAL.—InN the case of individual
retirement accounts or individual retire-
ment annuities, the term ‘excess contribu-
tions’ means the sum of—

“(A) the amount determined under para-
graph (2) for the taxable year, plus

‘“(B) the carryover amount determined
under paragraph (3) for the taxable year.

““(2) CURRENT YEAR.—The amount deter-
mined under this paragraph for any taxable
year is an amount equal to the sum of—

“(A) the excess (if any) of—

(i) the amount contributed for the taxable
year to the accounts or for the annuities or
bonds (other than IRA Plus accounts), over

““(if) the amount allowable as a deduction
under section 219 for the taxable year, plus

““(B) the excess (if any) of—

“(i) the amount described in clause (i)
(taking into account contributions to IRA
Plus accounts) contributed for the taxable
year, over

‘(i) the amount allowable as a deduction
under section 219 for the taxable year (com-
puted without regard to subsection (g) of
such section).

““(3) CARRYOVER AMOUNT.—The carryover
amount determined under this paragraph for
any taxable year is the amount determined
under paragraph (2) for the preceding taxable
year, reduced by the sum of—

“(A) the distributions out of the account
for the taxable year which were included in
the gross income of the payee under section
408(d)(1),

““(B) the distributions out of the account
for the taxable year to which section
408(d)(5) applies, and

““(C) the excess (if any) of the amount de-
termined under paragraph (2)(B)(ii) over the
amount determined under paragraph
@B)().

‘“(4) SPECIAL RULES.—For purposes of this
subsection—

““(A) ROLLOVER CONTRIBUTIONS.—Rollover
distributions described in sections 402(c),
403(a)(4), 403(b)(8), 408(d)(3), and 408A(e) shall
not be taken into account.

‘“(B) CONTRIBUTIONS RETURNED BEFORE DUE
DATE.—AnNy contribution which is distributed
from an individual retirement plan in a dis-
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tribution to which section 408(d)(4) applies
shall not be taken into account.

““(C) EXCESS CONTRIBUTIONS TREATED AS
CONTRIBUTIONS.—In applying paragraph
(3)(C), the determination as to amounts con-
tributed for a taxable year shall be made
without regard to section 219(f)(6).”

(d) SpousaL IRA.—Clause (ii) of section
219(c)(1)(B) is amended to read as follows:

“(ii) the compensation includible in the
gross income of such individual’s spouse for
the taxable year reduced by—

“(1) the amount allowed as a deduction
under subsection (a) to such spouse for such
taxable year, and

“(11) the amount of any contribution on be-
half of such spouse to an IRA Plus account
under section 408A for such taxable year.”

(e) CONFORMING AMENDMENT.—The table of
sections for subpart A of part | of subchapter
D of chapter 1 is amended by inserting after
the item relating to section 408 the following
new item:

““‘Sec. 408A. IRA Plus accounts.”

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

SEC. 404. TAX-FREE WITHDRAWALS FROM INDI-
VIDUAL RETIREMENT PLANS FOR
BUSINESS STARTUPS.

(a) ExcLusioN.—Section 408(d) is amended
by adding at the end the following new para-
graph:

‘“(8) DISTRIBUTIONS USED FOR BUSINESS
START-UP EXPENSES.—

“(A) IN GENERAL.—Paragraph (1) shall not
apply to any payments or distributions from
an individual retirement plan during any
taxable year to the extent the aggregate
amount of such payments and distributions
does not exceed the business start-up costs of
the taxpayer for the taxable year.

““(B) BUSINESS START-UP COSTS.—For pur-
poses of this paragraph—

“(i) IN GENERAL.—The term ‘business start-
up costs’ means any amount which is paid or
incurred—

“(1) in connection with a trade or business
with respect to which the taxpayer is a 50-
percent owner, and

“(I1) on or before the date which is one
year after the date on which the active con-
duct of such trade or business began (as de-
termined under section 195(c)).

““(ii) CERTAIN COSTS INCLUDED.—The term
‘business start-up costs’ shall include—

“(1) any start-up expenditures (as defined
in section 195(c)), and

“(I1) any organizational expenses (as de-
fined in section 709(b)).

““(C) DENIAL OF DOUBLE BENEFIT.—

““(i) DeEDUCTIONS.—NoO deduction otherwise
allowable under this chapter with respect to
any business start-up costs taken into ac-
count under subparagraph (A) shall be al-
lowed to the extent of the amount which
would have been includible in gross income
but for the application of this paragraph.

“(ii) BASIS REDUCTIONS.—If any portion of
the business start-up costs taken into ac-
count under subparagraph (A) are properly
chargeable to capital account, the basis of
the property to which such costs are charge-
able shall be reduced by the amount which
would have been includible in gross income
but for the application of this paragraph.

“(iii) ALLOCATION.—The Secretary shall
provide rules for the allocation of amounts
excluded from gross income by reason of this
paragraph to business start-up costs for pur-
poses for applying this subparagraph.

‘(D) 50-PERCENT OWNER.—For purposes of
clause (i), the term ‘50-percent owner’ means
any individual if the individual—

“(i) in the case of a corporation, own more
than 50 percent of the value of the outstand-
ing stock of the corporation or stock pos-
sessing more than 50 percent of the total
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combined voting power of all stock of the

corporation, or

“(if) in the case of a trade or business
other than a corporation, own more than 50
percent of the capital or profits interest in
the trade or business.

For purposes of this subparagraph, an indi-

vidual shall be treated as owning stock and

capital or profits interests owned by the in-
dividual’s spouse.””

(b) EXEMPTION FROM ADDITIONAL TAX.—

(1) IN GENERAL.—Section 72(t)(2) is amend-
ed by adding at the end the following new
subparagraph:

““(E) DISTRIBUTIONS USED FOR BUSINESS
START-UP EXPENSES.—Distributions from an
individual retirement plan to the extent
such distributions do not exceed the business
start-up costs (as defined in section 408(d)(8))
of the taxpayer for the taxable year.”

) CONFORMING  AMENDMENT.—Section
72(t)(2)(B) is amended by striking ‘““(C) or
(D)’ and inserting ““(C), (D), or (E)”".

(c) EXEMPTION FROM PROHIBITED TRANS-
ACTION.—Section 4975(d) is amended by strik-
ing ‘““or” at the end of paragraph (14), by
striking the period at the end of paragraph
(15) and inserting “‘; or’’, and by adding after
paragraph (15) the following new paragraph:

‘“(16) any distribution from an individual
retirement plan which is used for the pay-
ment of any business start-up costs (as de-
fined in section 408(d)(8)) of the distributee.”

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 1996.

SEC. 405. TAX-FREE WITHDRAWALS FROM INDI-
VIDUAL RETIREMENT PLANS FOR
LONG-TERM UNEMPLOYED.

(a) EXcLUSION.—Section 408(d), as amended
by section 404, is amended by adding at the
end the following new paragraph:

““(9) DISTRIBUTIONS TO LONG-TERM UNEM-
PLOYED.—

“(A) IN GENERAL.—Paragraph (1) shall not
apply to any payments or distributions from
an individual retirement plan during any
taxable year to an individual if—

“(i) such individual has received unem-
ployment compensation for 12 consecutive
weeks under any Federal or State unemploy-
ment compensation law by reason of such
separation, and

‘(i) such payments and distributions are
made during the taxable year in which such
unemployment compensation was paid or the
succeeding taxable year.

‘““(B) DISTRIBUTIONS AFTER REEMPLOY-
MENT.—Subparagraph (A) shall not apply to
any distribution or payment made after the
individual has been employed for at least 60
days after the separation from employment
to which subparagraph (A) applies.

““(C) SELF-EMPLOYED INDIVIDUALS.—To the
extent provided in regulations, a self-em-
ployed individual shall be treated as meeting
the requirements of subparagraph (A)(i) if,
under Federal or State law, the individual
would have received unemployment com-
pensation but for the fact the individual was
self-employed.””

(b) EXEMPTION FROM ADDITIONAL TAX.—
Section 72(t)(2)(D) is amended to read as fol-
lows:

‘‘(D) DISTRIBUTIONS TO UNEMPLOYED INDI-
VIDUALS.—Distributions from an individual
retirement plan which are described in sec-
tion 408(d)(9).”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions after December 31, 1996.

SEC. 406. DISTRIBUTIONS FROM CERTAIN PLANS
MAY BE USED WITHOUT PENALTY TO
PAY HIGHER EDUCATION EXPENSES.

(a) EXcLUSION.—Section 408(d), as amended
by sections 404 and 405, is amended by adding
at the end the following new paragraph:

‘“(10) DISTRIBUTIONS USED FOR QUALIFIED
HIGHER EDUCATION EXPENSES.—
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“(A) IN GENERAL.—Paragraph (1) shall not
apply to any payments or distributions from
an individual retirement plan during any
taxable year to the extent the aggregate
amount of such payments and distributions
does not exceed the qualified higher edu-
cation expenses of the taxpayer for the tax-
able year.

‘“(B) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of subparagraph (A)—

““(i) IN GENERAL.—The term ‘qualified high-
er education expenses’ means the cost of at-
tendance (within the meaning of section 472
of the Higher Education Act of 1965 (20 U.S.C.
108711)) of—

“(1) the taxpayer,

““(I1) the taxpayer’s spouse, or

“(I1) any child (as defined in section
151(c)(3)), grandchild, or ancestor of the tax-
payer or the taxpayer’s spouse,
at an eligible educational institution (as de-
fined in section 135(c)(3)).

‘“(if) COORDINATION WITH OTHER PROVI-
SIONS.—The amount of qualified higher edu-
cation expenses for any taxable year shall be
reduced by—

“(1) any amount excludable from gross in-
come under section 135, and

“(I1) any amount described in section
135(d)(1) (relating to certain scholarships and
veterans benefits).”

(b) EXEMPTION FROM ADDITIONAL TAX.—

(1) IN GENERAL.—Paragraph (2) of section
72(t) (relating to exceptions to 10-percent ad-
ditional tax on early distributions from
qualified retirement plans), as amended by
section 402, is amended by adding at the end
the following new subparagraph:

““(F) DISTRIBUTIONS FROM INDIVIDUAL RE-
TIREMENT PLANS FOR EDUCATIONAL EX-
PENSES.—Distributions to an individual from
an individual retirement plan to the extent
such distributions do not exceed the quali-
fied higher education expenses (as defined in
section 408(d)(10)(B)) of the taxpayer for the
taxable year.”

) CONFORMING  AMENDMENT.—Section
72(t)(2)(B), as amended by section 402, is
amended by striking ‘““or (E)”” and inserting
“, (E), or (F)”.

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

DESCRIPTION OF S. 2—AMERICAN FAMILY TAX
RELIEF ACT

INTRODUCTION

This document,! prepared by the staff of
the Joint Committee on Taxation, provides a
description of S. 2 (““American Family Tax
Relief Act’’). S. 2 was introduced on January
21, 1997, by Senators Roth and Lott.

Part | of the document is a summary of the
bill. Part Il is a description of the provisions
of the bill: Title I of the bill provides a child
tax credit for children under age 18; Title 11
relates to capital gains and loss provisions;
Title 111 relates to estate and gift tax provi-
sions; and Title IV relates to individual re-
tirement account (“‘IRA’’) provisions.

The document (Part I11) also provides esti-
mated revenue effects of the bill for fiscal
years 1997-2007.

1. SUMMARY OF S. 2 (““AMERICAN FAMILY TAX
RELIEF ACT"”)

Child tax credit (title I)

The bill would allow taxpayers a non-
refundable tax credit of $500 for each qualify-
ing child under the age of 18. The credit
amount would not be indexed for inflation.
For taxpayers with AGI in excess of certain
thresholds, the allowable child credit would

1This document may be cited as follows: Joint
Committee on Taxation, Description of S. 2 (‘““Amer-
ican Family Tax Relief Act’”) (JCX-2-97), January 21,
1997.
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be reduced by $25 for each $1,000 of AGI (or
fraction thereof) in excess of the threshold.
For married taxpayers filing joint returns,
the threshold would be $110,000. For tax-
payers filing single or head of household re-
turns, the threshold would be $75,000. For
married taxpayers filing separate returns,
the threshold would be $55,000. These thresh-
olds are not indexed for inflation. The provi-
sion would be effective for taxable years be-
ginning after December 31, 1996.
Capital gains provisions (title 11)

This bill would allow individuals a deduc-
tion equal to 50 percent of net capital gain
for the taxable year. The bill repeals the
present-law maximum 28-percent rate. Thus,
the effective rate under the regular tax on
the net capital gain of an individual in the
highest (i.e., 39.6 percent) marginal rate
bracket would be 19.8 percent. In addition,
the bill would provide an alternative tax of
28 percent on the net capital gain of a cor-
poration if that rate is less than the corpora-
tion’s regular tax rate.

The bill generally would provide for an in-
flation adjustment to (i.e., indexing of) the
adjusted basis of certain assets for purposes
of determining gain (but not loss) upon a
sale or other disposition of such assets by a
taxpayer other than a C corporation. To be
eligible for indexing, an asset must be held
by the taxpayer for more than three years.

In addition, the bill would make certain
modifications related to the present-law ex-
clusion for gain from certain small business
stock. The bill would repeal the minimum
tax preference applicable to such gain, in-
crease the size of an eligible corporation
from gross assets of $50 million to gross as-
sets of $100 million, repeal the limitation on
the amount of gain an individual can exclude
with respect to the stock of any corporation,
modify the working capital requirements,
and provide corporate taxpayers an alter-
native rate of 21 percent on the gain from
the sale or exchange of qualified small busi-
ness stock (other than stock of a subsidiary
corporation).

The bill would provide that losses recog-
nized by a taxpayer on the sale of his or her
personal residence may be deducted as cap-
ital losses rather than be treated as non-
deductible personal losses.

The changes generally would be effective
for dispositions occurring after December 31,
1996. In the case of the indexing of the basis
of assets, the bill would be effective for dis-
positions occurring after December 31, 1996,
with respect to assets the holding period of
which begins after December 31, 1996.

Estate and gift tax provisions (title I11)

Increases in Estate and Gift Tax Unified
Credit

The bill would increase ratably the
present-law unified estate and gift tax credit
over an 8-year period beginning in 1997, from
an effective exemption of $600,000 to an effec-
tive exemption of $1,000,000. The full
$1,000,000 effective exemption would be avail-
able for decedents dying, and gifts made,
after December 31, 2003.

Estate Tax Exclusion for Qualified Family-

Owned Businesses

The bill would provide special estate tax
treatment for qualified ‘“‘family-owned busi-
ness interests” if such interests comprise
more than 50 percent of a decedent’s estate.
Subject to certain requirements, the bill
would exclude the first $1,500,000 in value of
qualified family-owned business interests
from the decedent’s estate and would also ex-
clude 50 percent of the remaining value of
qualified family-owned business interests. In
general, a qualified family-owned business
interest would be any nonpublicly-traded in-
terest in a trade or business (regardless of
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the form in which it is held) with a principal
place of business in the United States if own-
ership of the trade or business is held at
least 50 percent by one family, 70 percent by
two families, or 90 percent by three families,
as long as the decedent’s family owns at
least 30 percent of the trade or business. To
qualify for the beneficial treatment, the de-
cedent (or a member of the decedent’s fam-
ily) must have owned and materially partici-
pated in the trade or business for at least
five of the eight years preceding the dece-
dent’s death, and each qualified heir (or a
member of the qualified heir’s family) would
be required to materially participate in the
trade or business for at least five years of
each eight-year period ending within ten
years after the decedent’s death.

The provision would be effective for dece-
dents dying after December 31, 1996.

Installment Payments of Estate Tax
Attributable to Closely Held Business

The bill would extend the period for which
Federal estate tax installments could be
made under section 6166 to a maximum pe-
riod of 24 years. If the election were made,
the estate would pay only interest for the
first four years, followed by up to 20 annual
installments of principal and interest. Under
the bill, there would be no interest imposed
on the amount of deferred estate tax attrib-
utable to the first $1,000,000 in value of the
closely held business. The interest rate im-
posed on the amount of deferred estate tax
attributable to the value of the closely held
business in excess of $1,000,000 would remain
as under present law (i.e., the rate applicable
to underpayments of tax under section 6621,
which is the Federal short-term rate plus 3
percentage points). The provision would be
effective for decedents dying after December
31, 1996.

IRA provisions (title 1V)

Restoration of IRA Deduction for All
Taxpayers

The bill would increase the AGI limits ap-
plicable to deductible IRA contributions for
active participants in 1997, 1998, 1999, and
2000. Thereafter, the bill would repeal the
limits on IRA deductions for active partici-
pants in employer-sponsored retirement
plans. Thus, under the bill, after 2000, an in-
dividual would be entitled to make a $2,000
deductible IRA contribution without regard
to whether the individual was an active par-
ticipant in an employer-sponsored retire-
ment plan. The bill would be effective for
taxable years beginning after December 31,
1996.

Allow Full Spousal IRA Deduction for
Nonworking Spouses

The bill would permit nonworking spouses
to make a full deductible IRA contribution,
effective for taxable years beginning after
December 31, 1996.

Nondeductible Contributions to Tax-Free
IRA Plus Accounts

The bill would permit taxpayers to make
nondeductible contributions to new IRA Plus
accounts. Generally, IRA Plus accounts
would be treated in the same manner as and
be subject to the same rules applicable to de-
ductible IRAs.

Under the bill, any qualified distribution
from an IRA Plus account would not be in-
cluded in gross income and would not be sub-
ject to the 10-percent additional income tax
on early withdrawals. A qualified distribu-
tion from an IRA Plus account would include
any payment or distribution (1) made on or
after the date the IRA Plus owner attains
age 59%, (2) made to a beneficiary of the IRA
Plus owner after death, (3) on account of dis-
ability of the IRA Plus owner, or (4) which is
a qualified special purpose distribution (i.e.,
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a distribution for medical expenses, the costs
of starting a business of the IRA Plus owner
or the owner’s spouse, long-term unemploy-
ment, and higher education expenses).

The bill would permit amounts withdrawn
from IRAs to be transferred into an IRA
Plus. The amount transferred would be in-
cludible in gross income in the year the
withdrawal was made, except that amounts
transferred to an IRA Plus before January 1,
1999, would be includible in income rapidly
over a 4-year period. The 10-percent early
withdrawal tax would not apply to amounts
transferred from an IRA to an IRA Plus ac-
count.

The provisions of the bill relating to IRA
Plus accounts would be effective for taxable
years beginning after December 31, 1996.

Penalty-Free IRA Withdrawals for Starting
a Business, Long-Term Unemployment,
and Post Secondary Education Expenses

The bill would permit penalty-free and tax-
free withdrawals from an individual retire-
ment arrangement (IRA) for starting a busi-
ness of the IRA owner, starting a business of
the spouse of the IRA owner, in the case of
long-term unemployment of the IRA owner,
for any reason, and for the post-secondary
education expenses of the IRA owner, the
spouse of the IRA owner, or a dependent
child of the IRA owner or spouse. The provi-
sion would be effective for distributions after
December 31, 1996.

Il. DESCRIPTION OF THE BILL

A. Child tax credit for children under age 18
(title 1)

Present Law

Present law does not provide tax credits
based solely on the taxpayer’s number of de-
pendent children. Taxpayers with dependent
children, however, generally are able to
claim a personal exemption for each of these
dependents. The total amount of personal ex-
emptions is subtracted (along with certain
other items) from adjusted gross income
(AGI) in arriving at taxable income. The
amount of each personal exemption is $2,650
for 1997, and is adjusted annually for infla-
tion. In 1997, the amount of the personal ex-
emption is phased out for taxpayers with
AGI in excess of $121,200 for single taxpayers,
$151,500 for heads of household, and $181,800
for married couples filing joint returns.
These phaseout thresholds are adjusted an-
nually for inflation.

Description of the Bill

The bill would allow taxpayers a non-
refundable tax credit of $500 for each qualify-
ing child under the age of 18. The credit
amount would not be indexed for inflation.

For taxpayers with AGI in excess of cer-
tain thresholds, the allowable child credit
would be reduced by $25 for each $1,000 of AGI
(or fraction thereof) in excess of the thresh-
old. For married taxpayers filing joint re-
turns, the threshold would be $110,000. For
taxpayers filing single or head of household
returns, the threshold would be $75,000. For
married taxpayers filing separate returns,
the threshold would be $55,000. These thresh-
olds would not be indexed for inflation.

Effective Date

The provision would be effective for tax-

able years beginning after December 31, 1996.
B. Capital gains provisions (title I1)

1. 50-Percent Capital Gains Deduction for
Individuals (Sec. 201 of the Bill)
Present Law

In general, gain or loss reflected in the
value of an asset is not recognized for in-
come tax purposes until a taxpayer disposes
of the asset. On the sale or exchange of cap-
ital assets, the net capital gain is taxed at
the same rate as ordinary income, except
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that individuals are subject to a maximum
marginal rate of 28 percent of the net capital
gain. Net capital gain is the excess of the net
long-term capital gain for the taxable year
over the net short-term capital loss for the
year. Gain or loss is treated as long-term if
the asset is held for more than one year.

A capital asset generally means any prop-
erty except (1) inventory, stock in trade, or
property held primarily for sale to customers
in the ordinary course of the taxpayer’s
trade or business, (2) depreciable or real
property used in the taxpayer’s trade or
business, (3) specified literary or artistic
property, (4) business accounts or notes re-
ceivable, or (5) certain U.S. publications. In
addition, the net gain from the disposition of
certain property used in the taxpayer’s trade
or business is treated as long-term capital
gain. However, gain is not treated as capital
gain to the extent of previous depreciation
allowances (in the case of real property, gen-
erally one to the extent in excess of the al-
lowances that would have been available
under the straight-line method).

Prior to the enactment of the Tax Reform
Act of 1986, individuals were allowed a deduc-
tion equal to 60 percent of net capital gain.
The deduction resulted in a maximum effec-
tive tax rate of 20 percent on such gains.

Capital losses are generally deductible in
full against capital gains. In addition, indi-
viduals may deduct capital losses against up
to $3,000 of ordinary income in each year.
Capital losses in excess of the amount de-
ductible are carried forward indefinitely.
Prior to the Tax Reform Act of 1986, individ-
uals were required to use two dollars of long-
term capital loss to offset each dollar of or-
dinary income.

Description of the Bill

The bill would allow individuals a deduc-
tion equal to 50 percent of net capital gain
for the taxable year. The bill would repeal
the present-law maximum 28-percent rate.
Thus, under the bill, the effective rate under
the regular tax on the net capital gain of an
individual in the highest (i.e., 39.6 percent)
marginal rate bracket would be 19.8 percent.

Collectibles would not be allowed the cap-
ital gains deduction; instead a maximum
rate of 28 percent would apply to the gain of
an individual from the sale or exchange of
collectibles held for more than one year.

The bill would reinstate the rule in effect
prior to the 1986 Tax Reform Act that re-
quired two dollars of the long-term capital
loss of an individual to offset one dollar of
ordinary income. The $3,000 limitation on
the deduction of capital losses against ordi-
nary income would continue to apply.

Effective Date

The provision would generally apply to
taxable years ending after December 31, 1996.

For a taxpayer’s taxable year that includes
January 1, 1997, the 50-percent capital gains
deduction would not apply to any amount
properly taken into account before January
1, 1997. In the case of gain taken into account
by a pass-through entity (i.e., a RIC, a REIT,
a partnership, an estate or trust, or a com-
mon trust fund), the date taken into account
by the entity would be the appropriate date
for applying this rule.

The capital loss rule would apply to tax-
able years beginning after December 31, 1997,
but would not apply to the carryover of cap-
ital losses sustained in taxable years begin-
ning before January 1, 1998.

The bill would not affect the capital gains
treatment of lump sum distributions grand-
fathered by the Tax Reform Act of 1986.

2. Indexing of Basis of Certain Assets for
Purposes of Determining Gain (Sec. 202 of
the Bill)

Present Law

Under present law, gain or loss from the
disposition of any asset generally is the sales
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price of the asset reduced by the taxpayer’s
adjusted basis in that asset. The taxpayer’s
adjusted basis generally is the taxpayer’s
cost in the asset adjusted for depreciation,
depletion, and certain other amounts. No ad-
justment is allowed for inflation.
Description of the Bill
In general
The bill generally would provide for an in-
flation adjustment to (i.e., indexing of) the
adjusted basis of certain assets (called “‘in-
dexed assets’) for purposes of determining
gain (but not loss) upon a sale or other dis-
position of such assets by a taxpayer other
than a C corporation. Assets held by trusts,
estates, S corporations, regulated invest-
ment companies (““RICs’’), real estate invest-
ment trusts (““‘REITs”), and partnerships are
eligible for indexing, to the extent gain on
such assets is taken into account by tax-
payers other than C corporations.
Indexed assets
Assets eligible for the inflation adjustment
generally would include common (but not
preferred) stock of C corporations and tan-
gible property that are capital assets or
property used in a trade or business. To be
eligible for indexing, an asset must be held
by the taxpayer for more than three years.
Computation of inflation adjustment
The inflation adjustment under the provi-
sion would be computed by multiplying the
taxpayer’s adjusted basis in the indexed
asset by an inflation adjustment percentage.
The inflation adjustment percentage would
be the percentage by which the gross domes-
tic product deflator for the last calendar
quarter ending before the disposition exceeds
the gross domestic product deflator for the
last calendar quarter ending before the asset
was acquired by the taxpayer. The inflation
adjustment percentage would be rounded to
the nearest one-tenth of a percent. No ad-
justment would be made if the inflation ad-
justment is one or less.
Special entities
RICs and REITs

In the case of a RIC or a REIT, the index-
ing adjustments generally would apply in
computing the taxable income and the earn-
ings and profits of the RIC or REIT. The in-
dexing adjustments, however, would not be
applicable in determining whether a corpora-
tion qualifies as a RIC or REIT.

In the case of shares held in a RIC or REIT,
partial indexing generally would be provided
by the provision based on the ratio of the
value of indexed assets held by the entity to
the value of all its assets. The ratio of in-
dexed assets to total assets would be deter-
mined quarterly (for RICs, the quarterly
ratio would be based on a three-month aver-
age). If the ratio of indexed assets to total
assets exceeds 80 percent in any quarter, full
indexing of the shares would be allowed for
that quarter. If less than 20 percent of the as-
sets are indexed assets in any quarter, no in-
dexing would be allowed for that quarter for
the shares. Partnership interests held by a
RIC or REIT would be subject to a look-
through test for purposes of determining
whether, and to what degree, the shares in
the RIC or REIT are indexed.

A return of capital distribution by a RIC or
REIT generally would be treated by a share-
holder as allocable to stock acquired by the
shareholder in the order in which the stock
was acquired.

Partnership and S corporations, etc.

Under the bill, stock in an S corporation or
an interest in a partnership or common trust
fund would not be an indexed asset. Under
the provision, the individual owner would re-
ceive the benefit of the indexing adjustment
when the S corporation, partnership, or com-

CONGRESSIONAL RECORD —SENATE

mon trust fund disposes of indexed assets.
Under the provision, any inflation adjust-
ments at the entity level would flow through
to the holders and result in a corresponding
increase in the basis of the holder’s interest
in the entity. Where a partnership has a sec-
tion 754 election in effect, a partner transfer-
ring his interest in the partnership would be
entitled to any indexing adjustment that has
accrued at the partnership level with respect
to the partner and the transferee partner is
entitled to the benefits of indexing for infla-
tion occurring after the transfer.

The indexing adjustment would be dis-
regarded in determining any loss on the sale
of an interest in a partnership, S corporation
or common trust fund.

Foreign corporations

Common stock of a foreign corporation
generally would be an indexed asset if the
stock is regularly traded on an established
securities market. Indexed assets, however,
would not include stock in a foreign invest-
ment company, a passive foreign investment
company (including a qualified electing
fund), a foreign personal holding company,
or, in the hands of a shareholder who meets
the requirements of section 1248(a)(2) (gen-
erally pertaining to 10-percent shareholders
of controlled foreign corporations), any
other foreign corporation. An American De-
pository Receipt (ADR) for common stock in
a foreign corporation would be treated as
common stock in the foreign corporation
and, therefore, the basis in an ADR for com-
mon stock generally would be indexed.

Other rules

Improvements and contributions to capital

No indexing would be provided for improve-
ments or contributions to capital if the ag-
gregate amount of the improvements or con-
tributions to capital during the taxable year
with respect to the property or stock is less
than $1,000. If the aggregate amount of such
improvements or contributions to capital is
$1,000 or more, each addition would be treat-
ed as a separate asset acquired at the close
of the taxable year.

Suspension of holding period

No indexing adjustment would be allowed

during any period during which there is a

substantial diminution of the taxpayer’s risk

of loss from holding the indexed asset by rea-

son of any transaction entered into by that
taxpayer, or a related party.
Short sales

In the case of a short sale of an indexed
asset with a short sale period in excess of
three years, the bill would require that the
amount realized be indexed for inflation for
the short sale period.

Related parties

The bill would not index the basis of prop-
erty for sales or dispositions between related
persons, except to the extent the adjusted
basis of property in the hands of the trans-
feree is a substituted basis (e.g. gifts).

Collapsible corporations

Under the bill, indexing would not reduce
the amount of ordinary gain that would be
recognized in cases where a corporation is
treated as a collapsible corporation (under
Code sec. 341) with respect to a distribution
or sale of stock.

Effective Date

The provision would apply to dispositions
of property the holding period of which be-
gins after December 31, 1996. The provision
also would apply to a principal residence
held by the taxpayer on January 1, 1997 (as if
the holding period began on that date). An
individual holding any indexed asset (other
than a personal residence) on January 1, 1997,
may elect to treat the indexed asset as hav-
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ing been sold and reacquired for its fair mar-
ket value.

3. Small Business Stock (Sec. 203 of the Bill)
Present Law

The Revenue Reconciliation Act of 1993
provided individuals a 50-percent exclusion
for the sale of certain small business stock
acquired at original issue and held for at
least five years. One-half of the excluded
gain is a minimum tax preference.

The amount of gain eligible for the 50-per-
cent exclusion by an individual with respect
to any corporation is the greater of (1) ten
times the taxpayer’s basis in the stock or (2)
$10 million.

In order to qualify as a small business,
when the stock is issued, the gross assets of
the corporation may not exceed $50 million.
The corporation also must meet an active
trade or business requirement.

Description of the Bill

Under the bill, the maximum rate of regu-
lar tax on the qualifying gain from the sale
of small business stock by a taxpayer other
than a corporation would remain at 14 per-
cent. The minimum tax preference would be
repealed.

The bill would increase the size of an eligi-
ble corporation from gross assets of $50 mil-
lion to gross assets of $100 million. The bill
would also repeal the limitation on the
amount of gain an individual can exclude
with respect to the stock of any corporation.

The bill would provide that certain work-
ing capital must be expended within 5 years
(rather than two years) in order to be treat-
ed as used in the active conduct of a trade or
business. No limit on the percent of the cor-
poration’s assets that are working capital
would be imposed.

The bill would provide that if the corpora-
tion establishes a business purpose for a re-
demption of its stock, the redemption is dis-
regarded in determining whether other
newly issued stock could qualify as eligible
stock.

Effective Date

The increase in the size of corporations
whose stock is eligible for the exclusion
would apply to stock issued after the date of
the enactment of the bill. The remaining
provisions would apply to stock issued after
August 10, 1993 (the original effective date of
the small business stock provision).

4. 28-Percent Corporate Alternative Tax for
Capital Gains (Sec. 204 of the Bill)

Present Law

Under present law, the net capital gain of
a corporation is taxed at the same rate as or-
dinary income, and subject to tax at grad-
uated rates up to 35 percent. Prior to the Tax
Reform Act of 1986, the net capital gain of a
corporation was subject to a maximum effec-
tive tax rate of 28 percent.

Description of the Bill

The bill would provide an alternative tax
of 28 percent on the net capital gain of a cor-
poration if that rate is less than the corpora-
tion’s regular tax rate.

The bill would also provide an alternative
rate of 21 percent on the gain from the sale
or exchange of qualified small business stock
(other than stock of a subsidiary corpora-
tion) held more than 5 years.

Effective Date

The provision would generally apply to
taxable years ending after December 31, 1996.
For a taxable year which includes January 1,
1997, the 28-percent rate would apply to the
lesser of (1) the net capital gain for the tax-
able year or (2) the net capital gain taking
into account only gain or loss properly taken
into account for the portion of the taxable
year after December 31, 1996.



S188

The small business stock provision would
apply to stock issued after the date of enact-
ment.

5. Capital Loss Deduction on the Sale or Ex-
change of a Principal Residence (Sec. 205 of
the Bill)

Present Law
Under present law, the sale or exchange of
a principal residence is treated as a non-
deductible personal loss.
Description of the Bill
The bill would provide that a loss from the
sale or exchange of a principal residence
would be treated as a deductible capital loss.
Effective Date

The provision would apply to sales and ex-
changes after December 31, 1996.

C. Estate and gift tax provisions (title I11)

1. Increase Estate and Gift Tax Unified
Credit (Sec. 301 of the Bill)

Present Law

A unified credit is available with respect to
taxable transfers by gift and at death. Since
1987, the unified credit amount has been
fixed at $192,800, which effectively exempts a
total of $600,000 in cumulative taxable trans-
fers from the estate and gift tax. The bene-
fits of the unified credit (and the graduated
estate and gift tax rates) are phased out by
a 5-percent surtax imposed upon cumulative
taxable transfers over $10 million and not ex-
ceeding $21,040,000.2

The unified credit was originally enacted
in the Tax Reform Act of 1976. The unified
credit has not been increased since 1987.

Description of the Bill

The bill would increase the present-law
unified credit over an eight-year period be-
ginning in 1997, from an effective exemption
of $600,000 to an effective exemption of
$1,000,000. The increase would be phased in as
follows:

Decedents Dying and Gifts

Made in Effective exemption
1997 .. $650,000
1998 .. 700,000
1999 .. 750,000
2000 .. 800,000
2001 .. 850,000
2002 .. 900,000
2003 950,000
2004 and thereafter ....................... 1,000,000

Conforming amendments to reflect the in-
creased unified credit are made (1) to the
general filing requirements for an estate tax
return under section 6018(a), and (2) to the
amount of the unified credit allowed under
section 2102(c)(3) with respect to nonresident
aliens with U.S. situs property who are resi-
dents of certain treaty countries.

Effective Date

The provision would apply to the estates of
decedents dying, and gifts made, after De-
cember 31, 1996.

2. Estate Tax Exclusion for Qualified Fam-
ily-Owned Businesses (Sec. 302 of the Bill)

Present Law

There are no special estate tax rules for
qualified family-owned businesses. All tax-
payers are allowed a unified credit in com-
puting the taxpayer’s estate and gift tax,
which effectively exempts a total of $600,000
in cumulative taxable transfers from the es-
tate and gift tax (sec. 2010). An executor also
may elect, under section 2032A, to value cer-
tain qualified real property used in farming
or another qualifying closely-held trade or
business at its current use value, rather than

2Thus, if a taxpayer has made cumulative taxable
transfers exceeding $21,040,000, his or her effective
transfer tax rate is 55 percent under present law.
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its highest and best use value (up to a maxi-
mum reduction of $750,000). In addition, an
executor may elect to pay the Federal estate
tax attributable to a qualified closely-held
business in installments over, at most, a 14-
year period (sec. 6166). The tax attributable
to the first $1,000,000 in value of a closely-
held business is eligible for a special 4-per-
cent interest rate (sec. 6601(j)).
Description of the Bill

The bill would provide special estate tax
treatment for qualified ‘““family-owned busi-
ness interests” if such interests comprise
more than 50 percent of a decedent’s estate.
Subject to certain requirements, the bill
would exclude the first $1.5 million of value
in qualified family-owned business interests
from a decedent’s estate, and also would ex-
clude 50 percent of the remaining value of
qualified family-owned business interests.
This new exclusion for qualified family-
owned business interests would be provided
in addition to the unified credit.

A qualified family-owned business interest
would be defined as any interest in a trade or
business (regardless of the form in which it
is held) with a principal place of business in
the United States if one family owns at least
50 percent of the trade or business, two fami-
lies own 70 percent, or three families own 90
percent, as long as the decedent’s family
owns at lest 30 percent of the trade or busi-
ness. An interest in a trade or business would
not qualify if any interest in the business (or
a related entity) was publicly-traded at any
time within three years of the decedent’s
death. An interest in a trade or business also
would not qualify if more than 35 percent of
the adjusted ordinary gross income of the
business for the year of the decedent’s death
was personal holding company income (as de-
fined in sec. 543). In the case of a trade or
business that owns an interest in another
trade or business (i.e., ‘“tiered entities’’), spe-
cial look-through rules would apply. The
value of a trade or business qualifying as a
family-owned business interest would be re-
duced to the extent the business holds pas-
sive assets or excess cash or marketable se-
curities.

To qualify for the beneficial treatment
provided under the bill the decedent (or a
member of the decedent’s family) must have
owned and materially participated in the
trade or business for at least five of the eight
years preceding the decedent’s date of death.
In addition, each qualified heir (or a member
of the qualified heir’s family) would be re-
quired to materially participate in the trade
or business for at least five years of each
eight-year period ending within ten years
following the decedent’s death.

The benefit of the exclusion for qualified
family-owned business interests would be
subject to recapture if, within 10 years of the
decedent’s death and before the qualified
heir’s death, one of the following “‘recapture
events’”’ occurs: (1) the qualified heir ceases
to meet the material participation require-
ments; (2) the qualified heir disposes of any
portion of his or her interest in the family-
owned business, other than by a disposition
to a member of the qualified heir’s family or
through a qualified conservation contribu-
tion; (3) the principal place of business of the
trade or business ceases to be located in the
United States; or (4) the qualified heir loses
U.S. citizenship.

The portion of the reduction in estate
taxes that is recaptured would depend upon
the number of years that the qualified heir
(or members of the qualified heir’s family)
materially participated in the trade or busi-
ness between the date of the decedent’s
death and the date of the recapture event. If
the qualified heir (or his or her family mem-
bers) materially participated in the trade or
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business after the decedent’s death for less
than six years, 100 percent of the reduction
in estate taxes attributable to that heir’s in-
terest would be recaptured; if the participa-
tion was for at least six years but less than
seven years, 80 percent of the reduction in
estate taxes would be recaptured; if the par-
ticipation was for at least seven years but
less than eight years, 60 percent would be re-
captured; if the participation was for at least
eight years but less than nine years, 40 per-
cent would be recaptured; and if the partici-
pation was for at least nine years but less
than ten years, 20 percent of the reduction in
estate taxes would be recaptured. In general,
there would be no requirement that the
qualified heir (or members of his or her fam-
ily) continue to hold or participate in the
trade or business more than 10 years after
the decedent’s death. As under present-law
section 2032A, however, the 10-year recapture
period could be extended for a period of up to
two years if the qualified heir did not begin
to use the property for a period of up to two
years after the decedent’s death.

In addition, the bill would coordinate the
benefit for qualified family-owned business
interests with the present-law benefits relat-
ing to special-use valuation (sec. 2032A) and
the special 4-percent interest rate available
for closely-held businesses (sec. 6601(j)). The
bill would provide that any amount excluded
from a decedent’s estate under the qualified
family-owned business provision would re-
duce the ceilings with respect to both sec-
tion 2032A and section 6601(j). Thus, for ex-
ample, if a decedent had $100,000 of qualified
family-owned business interests, the entire
value of his qualified family-owned business
property would be excluded from the estate;
if the decedent’s estate also qualified for
treatment under 2032A or 6601(j), the execu-
tor could take a maximum reduction under
section 2032A of $650,000 (i.e., $750,000 less
$100,000), and/or could use the special 4-per-
cent rate provided in section 6601(j) with re-
spect to the Federal estate tax liability at-
tributable to the first $900,000 in value of a
qualifying business (i.e., $1,000,000 less
$100,000).

Effective Date

The provision would be effective with re-
spect to the estates of decedents dying after
December 31, 1996.

3. Installment Payments of Estate Tax At-
tributable to Closely Held Businesses
(Secs. 303-304 of the Bill)

Present Law

In general, the Federal estate tax is due
within nine months of a decedent’s death.
Under Code section 6166, an executor gen-
erally may elect to pay the estate tax attrib-
utable to an interest in a closely held busi-
ness in installments over, at most, a 14-year
period. If the election is made, the estate
may pay only interest for the first four
years, followed by up to 10 annual install-
ments of principal and interest. Interest gen-
erally is imposed at the rate applicable to
underpayments of tax under section 6621
(i.e., the Federal short-term rate plus 3 per-
centage points). Under section 6601(j), how-
ever, a special 4-percent interest rate applies
to the amount of deferred estate tax attrib-
utable to the first $1,000,000 in value of the
closely-held business.

To qualify for the installment payment
election, the business must be an active
trade or business and the value of the dece-
dent’s interest in the closely held business
must exceed 35 percent of the decedent’s ad-
justed gross estate. An interest in a closely
held business includes: (1) any interest as a
proprietor in a business carried on as a pro-
prietorship; (2) any interest in a partnership
carrying on a trade or business if the part-
nership has 15 or fewer partners, or if at least
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20 percent of the partnership’s assets are in-
cluded in determining the decedent’s gross
estate; or (3) stock in a corporation if the
corporation has 15 or fewer shareholders, of
if at least 20 percent of the value of the vot-
ing stock is included in determining the de-
cedent’s gross estate.

Description of the Bill

The bill would extend the period for which
Federal estate tax installments could be
made under section 6166 to a maximum pe-
riod of 24 years. If the election were made,
the estate could pay only interest for the
first four years, followed by up to 20 annual
installments of principal and interest. Under
the bill, there would be no interest imposed
on the amount of deferred estate tax attrib-
utable to the first $1,000,000 in value of the
closely held business. The interest rate im-
posed on the amount of deferred estate tax
attributable to the value of the closely held
business in excess of $1,000,000 would remain
as under present law (i.e., the Federal short-
term rate plus 3 percentage points).

Effective Date

The provision would be effective for dece-
dents dying after December 31, 1996.

D. IRA provisions (title 1V)

1. Restoration of IRA Deduction for All
Taxpayers (Sec. 401 of the Bill)

Present Law

Under present law, under certain cir-
cumstances, an individual is allowed to de-
duct contributions up to the lesser of $2,000
or 100 percent of the individual’s compensa-
tion (or earned income) to an individual re-
tirement arrangement (IRA). The amounts
held in an IRA, including earnings on con-
tributions, generally are not included in tax-
able income until withdrawn.

The $2,000 deduction limit is phased out
over certain adjusted gross income (AGI) lev-
els if the individual or the individual’s
spouse is an active participant in an em-
ployer-sponsored retirement plan. The
phaseout is between $25,000 and $35,000 of AGI
for single taxpayers and between $40,000 and
$50,000 of AGI for married taxpayers. There is
no phaseout of the deduction limit if the in-
dividual and the individual’s spouse are not
active participants in an employer-sponsored
retirement plan.

Description of the Bill

The bill would increase the AGI limits ap-
plicable to deductible IRA contributions for
active participants in 1997, 1998, 1999, and
2000. Thereafter, the bill would repeal the
limits on IRA deductions for active partici-
pants in employer-sponsored retirement
plans. Thus, under the bill, after 2000, an in-
dividual would be entitled to make a $2,000
deductible IRA contribution without regard
to whether the individual was an active par-
ticipant in an employer-sponsored retire-
ment plan.

In the case of married taxpayers filing a
joint return, for years before 2001, the IRA
deduction for active participants would be
phased out between the following AGI
amounts: for 1997, $65,000 and $75,000; for 1998,
$90,000 and $100,000; for 1999, $115,000 and
$125,000; and for 2000, $140,000 and $150,000.

In the case of single taxpayers, for years
before 2001, the IRA deduction for active par-
ticipants would be phased out between the
following AGI amounts: for 1997, $50,000 and
$60,000; for 1998, $75,000 and $85,000; for 1999,
$100,000 and $110,000; and for 2000, $125,000 and
$135,000.

The bill would provide that the IRA deduc-
tion limit for any individual is coordinated
with the limit on elective deferrals. Thus, an
individual’s deductible contributions to an
IRA and elective deferrals could not exceed
the annual limit on elective deferrals.
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Effective Date

The provision would be effective for tax-
able years beginning after December 31, 1996.

2. Deductible IRAs for Nonworking Spouses
(Sec. 402 of the Bill)

Present Law

Within limits, an individual is allowed a
deduction for contributions to an individual
retirement arrangement (“IRA’). An indi-
vidual generally is not subject to income tax
on amounts held in an IRA, including earn-
ings on contributions, until the amounts are
withdrawn from the IRA.

The maximum deductible contribution
that can be made to an IRA generally is the
lesser of $2,000 or 100 percent of an individ-
ual’s compensation (earned income in the
case of a self-employed individual). In the
case of a married individual, a deductible
contribution of up to $2,000 may be made for
each spouse (including, for example, a home-
maker who does not work outside the home)
if the combined compensation of both
spouses is at least equal to the contributed
amount.

The maximum permitted IRA deduction is
phased out if the individual (or the individ-
ual’s spouse) is an active participant in an
employer-sponsored retirement plan. The
phase-out range is from $25,000 to $35,000 of
adjusted gross income for single taxpayers
and from $40,000 to $50,000 for married tax-
payers filing a joint return.

Description of the Bill

Under the bill, an individual would not be
considered an active participant in an em-
ployer-sponsored retirement plan merely be-
cause the individual’s spouse is such an ac-
tive participant. Thus, the bill would permit
a nonworking spouse to make a deductible
IRA contribution of up to $2,000 without re-
gard to the present-law income phaseouts.

Effective Date

The provision would be effective for tax-
able years beginning after December 31, 1996.

3. Nondeductible Contributions to Tax-Free
IRA Plus Accounts (Sec. 403 of the Bill)

Present Law

Under present law, under certain cir-
cumstances, an individual is allowed to de-
duct contributions up to the lesser of $2,000
or 100 percent of the individual’s compensa-
tion (or earned income) to an individual re-
tirement arrangement (IRA). The amounts
held in an IRA, including earnings on con-
tributions, generally are not included in tax-
able income until withdrawn.

An individual may make nondeductible
contributions (up to the $2,000 or 100 percent
of compensation limit) to an IRA to the ex-
tent the individual is not permitted to make
deductible IRA contributions. Nondeductible
contributions provide the same tax benefits
as deferred annuities, that is, earnings are
not includible in income until withdrawn.
However, deferred annuities are not subject
to contribution limits.

Distributions from IRAs are generally in-
cludible in income when withdrawn. Dis-
tributions prior to death, disability, or at-
tainment of age 59%: are subject to an addi-
tional 10-percent tax. The 10-percent tax does
not apply to distributions made in the form
of an annuity.

Description of the Bill

The bill would permit taxpayers to make
nondeductible contributions to new IRA Plus
accounts. Generally, IRA Plus accounts
would be treated in the same manner as and
be subject to the same rules applicable to de-
ductible IRAs. However, a number of special
rules would apply.

Contributions to an IRA Plus would be
nondeductible. The amount of nondeductible

S189

contributions to an IRA Plus that could be
made for any taxable year would be tied to
the limits for deductible IRAs, so that the
aggregate amount of contributions to an IRA
Plus could not exceed the excess of (1) the
IRA deduction limit for the year (determined
without regard to the rule coordinating the
IRA deduction limit with the elective defer-
ral limit) over (2) the amount of IRA con-
tributions actually deducted for the year.

Under the bill, any qualified distribution
from an IRA Plus account would not be in-
cluded in gross income and would not be sub-
ject to the 10-percent additional income tax
on early withdrawals. A qualified distribu-
tion from an IRA Plus would include any
payment or distribution (1) made on or after
the date the IRA Plus owner attains age 59%z,
(2) made to a beneficiary of the IRA Plus
owner after death, (3) on account of disabil-
ity of the IRA Plus owner, or (4) which is a
qualified special purpose distribution (i.e., a
distribution for medical expenses; the costs
of starting a business of the IRA Plus owner
or the owner’s spouse, long-term unemploy-
ment, and higher education expenses)

The bill provides that a distribution would
not be treated as a qualified distribution if it
is made within the 5-taxable year period be-
ginning with the first taxable year for which
the individual made a contribution to an
IRA Plus account (or such individual’s
spouse made a contribution to an IRA Plus
account). In addition, the bill provides that a
distribution would not be treated as a quali-
fied distribution if, in the case of a distribu-
tion attributable to a qualified rollover con-
tribution, the distribution is made within
the 5-taxable year period beginning with the
taxable year in which the rollover contribu-
tion was made.

In the case of a distribution from an IRA
Plus account that is not a qualified distribu-
tion, in applying the rules of section 72, the
distribution would be treated as made from
contributions to the IRA Plus account to the
extent that such distribution, when added to
all previous distributions from the IRA Plus
account, does not exceed the aggregate
amount of contributions to the IRA Plus ac-
count. Thus, nonqualified distributions from
an IRA Plus account would not be included
in income (and subject to the additional 10-
percent tax on early withdrawals) until the
IRA owner had withdrawn amounts in excess
of all contributions to the IRA Plus account.

Rollover contributions would be permitted
to an IRA Plus only to the extent such con-
tributions consist of a payment or distribu-
tion from another IRA Plus or from an indi-
vidual retirement plan. Such rollover con-
tributions would not be taken into account
in determining the contribution limit for a
taxable year. The normal IRA rollover rules
would otherwise govern the eligibility of
withdrawals from IRA Plus accounts to be
rolled over.

The bill would permit amounts withdrawn
from IRAs to be transferred into an IRA
Plus. The amount transferred would be in-
cludible in gross income in the year the
withdrawal was made, except that amounts
transferred to an IRA Plus before January 1,
1999, would be includible in income ratably
over a 4-year period. The 10-percent early
withdrawal tax would not apply to amounts
transferred from an IRA to an IRA Plus ac-
count.

Under the bill, the excise tax on excess dis-
tributions from qualified retirement plans
(sec. 4980A) would not apply to distributions
from the IRA Plus account or to any quali-
fied rollover contribution from an individual
retirement plan to an IRA Plus account.

Effective Date

The provisions of the bill relating to IRA
Plus accounts would be effective for taxable
years beginning after December 31, 1996.
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4. IRA Withdrawals for Business Startup,
Long-Term Unemployment, and Post-Sec-
ondary Education Expenses (Secs. 404-406
of the Bill)

Present Law

Amounts withdrawn from an individual re-
tirement arrangement (“IRA’) are includ-
ible in income (except to the extent of any
nondeductible contributions). In addition, a
10-percent additional tax applies to with-
drawals from IRAs made before age 59%2, un-
less the withdrawal is made on account of
death or disability or is made in the form of
annuity payments or is made for medical ex-
penses that exceed 7.5 percent of adjusted
gross income (““AGI”’) or is made for medical
insurance (without regard to the 7.5 percent
of AGI floor) if the individual has received
unemployment compensation for at least 12
weeks, and the withdrawal is made in the
year such unemployment compensation is re-
ceived or the following year. If a self-em-
ployed individual is not eligible for unem-
ployment compensation under applicable
law, then, to the extent provided in regula-
tions, a self-employed individual is treated
as having received unemployment compensa-
tion for at least 12 weeks if the individual
would have received unemployment com-
pensation but for the fact that the individual
was self-employed. The exception to the ad-
ditional tax ceases to apply if the individual
has been reemployed for at least 60 days.

Description of the Bill

The bill would permit withdrawals to be
made income tax free and exempt from the
10-percent additional tax if made (1) for the
business start-up expenses of the individual
or the spouse of the individual; (2) in the
event of long-term unemployment, for any
reason; or (3) for the post-secondary edu-
cation expenses of the individual, the spouse
of the individual, or a dependent child of the
individual or the individual’s spouse.

For purposes of this provision, business
start-up expenses include expenses associ-
ated with the establishment of the business
that are incurred on or before the business
start date and on or before the date which is
one year after the business start date, such
as start-up expenditures within the meaning
of section 195(c), organizational expenses
within the meaning of sections 248(b) and
709(b) and other expenses related to starting
a business (e.g., purchasing a computer, soft-
ware, inventory, etc.). No deduction other-
wise allowable with respect to any business
start-up expense will be allowed to the ex-
tent this provision applies to such expense.
In addition, to the extent this provision ap-
plies to any portion of business start-up ex-
penses which are properly chargeable to cap-
ital account, the basis of the property to
which such expenses are chargeable will be
reduced by the amount taken into account
under this provision.

For purposes of this provision, long-term
unemployment has the same meaning as
under present law (i.e., the individual has re-
ceived unemployment compensation for at
least 12 weeks).

For purposes of this provision, post-second-
ary education expenses would be defined as
the student’s cost of attendance as defined in
section 472 of the Higher Education Act of
1965 (generally, tuition, fees, room and
board, and related expenses).

Effective Date

The provision would be effective for dis-

tributions after December 31, 1996.

By Mr. HATCH (for himself, Mr.
LoTT, Mr. ABRAHAM, Mr. AL-
LARD, Mr. ASHCROFT, Mr. CRAIG,
Mr. D’AMATO, Mr. DEWINE, Mr.
DOMENICI, Mr. ENzI, Mr.
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FAIRCLOTH, Mr. GORTON, Mr.
GRAMS, Mr. GRASSLEY, Mr.
HAGEL, Mr. HELMS, Mr. HUTCH-
INSON, Mr. KyL, Mr. MURKOW-
SKI, Mr. NICKLES, Mr. ROBERTS,
Mr. SMITH, Mr. THOMAS, Mr.
THURMOND, Mr. WARNER, and
Mr. COVERDELL):

S. 3. A bill to provide for fair and ac-
curate criminal trials, reduce violent
juvenile crime, promote accountability
by juvenile criminals, punish and deter
violent gang crime, reduce the fiscal
burden imposed by criminal alien pris-
oners, promote safe citizen self-de-
fense, combat the importation, produc-
tion, sale, and use of illegal drugs, and
for other purposes; to the Committee
on the Judiciary.

THE OMNIBUS CRIME CONTROL ACT OF 1997

Mr. HATCH. Mr. President, this is a
very important bill. We know juvenile
crime is on the increase. Gang violence
is on the increase. This bill would take
care of both of those problems, and it
does it in an intelligent, official, and
decent way. | hope that our colleagues
on the other side will look at it care-
fully. We will certainly work with
them and with Senator BIDEN and oth-
ers on the Judiciary Committee to try
and make sure that we do the best we
can.

This is an excellent bill. It would
make immediate inroads into the prob-
lems of juvenile violence and crime and
gang violence. | hope all of our col-
leagues will get behind this and sup-
port it.

Mr. President, this is a very impor-
tant omnibus crime bill if we want to
do something about crime in this soci-
ety. In addition to what we have done
in the past, this is an excellent Repub-
lican alternative to the violent crime
that we have in the streets, the drugs
permeating our society, and, of course,
the many other difficulties that are lit-
erally making our society a less won-
derful society to live in.

Mr. President, | ask unanimous con-
sent that the remainder of my remarks
be printed in the RECORD at this point.

There being no objection, the re-
marks were ordered to be printed in
the RECORD, as follows:

Mr. President, | rise today along with the
distinguished Majority Leader and other Re-
publicans to introduce S. 3, the Hatch-Lott
Omnibus Crime Control Act of 1997 and S. 10,
the Hatch-Sessions Violent and Repeat Juve-
nile Offender Act of 1997. Together, these two
bills build on the successful Republican 104th
Congress, in which we passed habeas corpus
reform, truth-in-sentencing reform, prison
litigation reform, federal mandatory victim
restitution, and the toughest antiterrorism
law in our nation’s history. These initiatives
continue the Republican commitment to en-
acting the kind of serious laws that the
American people want, that the American
people need, and that the American people
deserve to continue the fight against crime,
and in particular, crime committed by vio-
lent youths.

Each year, our nation’s violent crime prob-
lem tops the list of concerns for the Amer-
ican people, and their concerns are valid. Ac-
cording to the Uniform Crime Reports, re-
cently published by the FBI, there was vir-
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tually no change in violent crime between
1994 and 1995. In fact, on average, one violent
crime is committed every 18 seconds in this
country.

This crisis is not limited to our major
cities. In my home state of Utah, the number
of violent crimes per 100,000 persons in-
creased by eight percent in 1995, while the
rate decreased by 12.8 percent in New York
City that same year. In Utah, reported vio-
lent crimes increased by more than 10 per-
cent, from 5,810 in 1994, to 6,415 in 1995. Prop-
erty crimes in Utah increased by 17.9 per-
cent, and murder by a depressing 35.7 percent
during the same time period. Mr. President,
we need to do something to curb this wave of
violent crime affecting my State of Utah and
every other State and community across
America. The bill we introduce today will
help law enforcement stem this tide of
crime.

This legislation attacks the nations crime
problem on many fronts including: Initia-
tives to revive the faltering war on drugs;
stepping up the fight on terrorism; strength-
ening juvenile justice reform; increasing per-
sonal security; encouraging sensible prison
reform; continuing the fight against child
pornography; improving criminal justice re-
form; and continuing support for the success-
ful Violence Against Women Act.

REVIVING THE WAR ON DRUGS

This bill takes several steps toward reviv-
ing the war on drugs. First, it enhances drug
penalties for drug traffickers. Republicans
want to ensure that large-scale drug traf-
fickers face punishment that is commensu-
rate with the harm they inflict on society.
Second, the bill addresses the increasing
menace of street level drug traffickers. This
bill lowers the quantity of cocaine in powder
form that triggers the mandatory minimums
under title 21. It also creates mandatory
minimum penalties for methamphetamine
traffickers and dealers.

S. 3 also makes a strong statement about
the nation’s new problem with drug legaliza-
tion. California and Arizona recently passed
initiatives legalizing marijuana for medici-
nal purposes. But there is no legitimate me-
dicinal use for marijuana, and the use of
marijuana and other Schedule | drugs still
violates federal law. In order to discourage
the medical community from violating fed-
eral drug laws, S. 3 requires that HMO’s and
other recipients of federal Medicare and
Medicaid funds certify that none of their
participating physicians prescribed mari-
juana or other Schedule 1 controlled sub-
stances for medical purposes. This bill also
combats recent lax attitudes toward drug
use by education. This bill requires that the
FCC encourage public service programs to
emphasize the importance of anti-drug abuse
announcements and attack the pro-legaliza-
tion movement. This bill will also reauthor-
ize the Drug Czar with an emphasis on en-
forcement, prevention, interdiction and ef-
fective treatment for juveniles who use
drugs.

FIGHTING TERRORISM

This legislation toughens the anti-terror-
ism initiatives that the Republican 104th
Congress enacted. It demands bombing laws
to ensure that all uses of a bomb to commit
murder can be punished capitally. This bill
also establishes a National Commission on
Terrorism to examine a long-term strategy
against terrorism. This legislation also
makes it a federal offense to stockpile chem-
ical weapons, and it tightens restrictions on
human pathogens. This bill also makes it a
federal offense to murder, or attempt to
murder, athletes, guests, and spectators at
Olympic games, and centralizes in the Attor-
ney General federal authority for their secu-
rity.
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JUVENILE JUSTICE REFORM

The youth violence bill will ensure that
violent and repeat juvenile offenders are
treated as adults by authorizing US Attor-
neys to prosecute 14-year-olds for any federal
felony that is a crime of violence or a serious
drug trafficking offense. This legislation also
confines juveniles prosecuted in the federal
system for the length of their sentence. New
federal penalties for offenses committed by
criminal street gangs will create a sustained
effort to target violent youth gang activity.
Federal prosecutors will be able to charge
gang leaders or members under this bill if
they engage in two or more criminal gang of-
fenses. It will also be a crime to recruit
someone into a gang, or solicit their partici-
pation in a gang crime.

This legislation also will reform federal aid
to State youth crime programs by eliminat-
ing needless federal mandates on state crimi-
nal justice systems that have stifled innova-
tive state efforts to address violent youth
crime. This bill also requires that states not
exclude religious organizations from partici-
pating in juvenile rehabilitative programs.
In an effort to encourage the states to under-
take progressive responses to violent youth
crime, this bill authorizes funding for a vari-
ety of programs, such as fingerprinting, DNA
testing, and improved record keeping prac-
tices for juvenile offenders. The Juvenile
Justice bill also fosters youth crime preven-
tion that works by ensuring that there are
2,000 Boys & Girls Clubs by the year 2000, and
by permitting some federal grant funds to be
used to establish a role model speakers pro-
gram.

PERSONAL SECURITY

Recent studies show that the adoption by
more than 30 states of laws allowing citizens
to carry firearms has had, and will have, a
material and positive effect in preventing
violent crime. S. 3 will empower current and
retired law enforcement officers to carry
firearms in other states, and will authorize
states to enter into interstate compacts rec-
ognizing each other’s citizen carry laws. It
will also create an exception to federal fire-
arm purchase waiting periods for persons
protected under a protective order. Thus, for
instance, no longer will a threatened and
abused woman be forced to wait in fear for
the right to protect herself.

SENSIBLE PRISON REFORM

American taxpayers should not be saddled
with the burden of paying for the cost of in-
carcerating aliens convicted of crimes in this
country. In an effort to lessen this burden,
this legislation requires the Department of
State to negotiate treaties with all foreign
governments that receive U.S. aid. Under
these treaties, receipt of American aid will
be contingent upon foreign governments re-
ceiving and incarcerating their citizens and
nationals who are convicted of crimes in the
United States for a majority of their sen-
tences.

This legislation also continues the author-
ization for the pilot project on privatization
of federal prisons. It will also build on the
Prison Litigation Reform Act enacted last
Congress by amending and clarifying fea-
tures of the PLRA. Provisions of this bill
will also make it more difficult for prisoners
to pursue their criminal careers while in
prison by making it more difficult to con-
duct criminal activity by phone.

Importantly, this bill also eliminates inap-
propriate and counter-productive ‘‘incen-
tives”’ of early release for federal inmates to
get drug treatment. Further, our bill will re-
quire all federal prisoners to work, and im-
pose no-frills prisons in the federal system.

CHILD PORNOGRAPHY

This legislation also builds on the ad-

vances made in the 104th Congress by requir-
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ing the Secretary of State to renegotiate ex-
tradition treaties with foreign governments
to ensure that child pornography offenses
under federal law are extraditable offenses.
It also modifies current federal law so that
the statute of limitations is tolled when the
federal child pornography laws are violated,
in whole or in part, by persons beyond the ju-
risdiction of the United States.
CRIMINAL JUSTICE REFORM

S. 3 will improve public confidence in the
criminal justice system by enhancing the ac-
curacy of the trial process. The current ex-
clusionary rule often unjustifiably bars use
of probative evidence at trial. This law will
amend the exclusionary rule to allow evi-
dence to be admitted if law enforcement offi-
cers had an objectively reasonable belief
that their conduct was lawful. Further, 18
U.S.C. §3501 provides that judges must admit
a confession as long as it is voluntary. This
bill will direct the Justice Department to en-
sure this provision is enforced. This bill also
proposes various reforms to ensure fairness
for both the defendant and the victim in
criminal trials. These reforms to the crimi-
nal justice process that are critical if we are
to prevent our cherished liberties from fur-
ther devolving into merely a cynical shield
for the guilty to avoid just punishment.

Mr. President, these bills alone will not
solve our crime problem. That must be done
community by community. Crime cannot
thrive in a society that will not tolerate it.
But by enacting these common sense re-
forms, we can signal our determination to
build such a society. | urge my colleagues to
support these bills.

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.3

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

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ““Omnibus Crime Control Act of 1997"".

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

Sec. 1. Short title; table of contents.
Sec. 2. Severability.
TITLE I—_TRANSFER OF ALIEN
PRISONERS
Short title.
Transfers of alien prisoners.
Consent unnecessary.
Certification transfer requirement.
International prisoner transfer re-
port.
Annual
ance.
Annual certification procedures.
Prisoner transfers treaties.
Judgments unaffected.
Sec. 110. Definition.
Sec. 111. Repeals.
TITLE II—EXCLUSIONARY RULE REFORM
Subtitle A—Exclusionary Rule Reform
Sec. 201. Short title.
Sec. 202. Admissibility of certain evidence.
Subtitle B—Confession Reform
Sec. 211. Enforcement of confession reform
statute.
TITLE III—VIOLENT CRIME, DRUGS, AND
TERRORISM
Sec. 301. Short title.
Subtitle A—Criminal Penalties and
Procedures
Sec. 311. Protection of the Olympics.

101.
102.
103.
104.
105.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec. 106. reports on foreign assist-
107.
108.
109.

Sec.
Sec.
Sec.
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Sec. 312. Federal responsibility for security
at international athletic com-
petitions.

Sec. 313. Technical revision to penalties for
crimes committed by explo-
sives.

Sec. 314. Chemical weapons restrictions.

Subtitle B—International Terrorism

Sec. 321. Multilateral sanctions.

Sec. 322. Information on cooperation with
United States antiterrorism ef-
forts in annual country reports
on terrorism.

Sec. 323. Report on international terrorism.

Sec. 324. Revision of Department of State re-
wards program.

Subtitle C—Commissions and Studies
Sec. 331. National commission on terrorism.
TITLE IV—COMMUNITY PROTECTION

Sec. 401. Short title.

Subtitle A—Law Enforcement Assistance

Sec. 411. Exemption of qualified current and
former law enforcement officers
from State laws prohibiting the
carrying of concealed firearms.

Subtitle B—Citizens’ Assistance

Sec. 421. Short title.

Sec. 422. Authorization to enter into inter-
state compacts.

Sec. 423. Authorized uses of Federal
funds.

Sec. 424. Self defense for victims of abuse.

TITLE V—CRIMINAL PROCEDURE
IMPROVEMENTS

Subtitle A—Equal Protection for Victims

Sec. 501. The right of the victim to an im-
partial jury.

Jury trial improvements.

Rebuttal of attacks on the char-
acter of the victim.

Use of notice concerning release of
offender.

Balance in the composition of rules
committees.

Subtitle B—Firearms

Mandatory minimum sentences for
criminals possessing firearms.
Firearms possession by violent fel-
ons and serious drug offenders.
Use of firearms in connection with
counterfeiting or forgery.
Possession of an explosive during
the commission of a felony.
Second offense of using an explo-
sive to commit a felony.
Increased penalties for
national drug trafficking.

Subtitle C—Federal Death Penalty

Sec. 541. Strengthening of Federal death
penalty standards and proce-
dures.

Sec. 542. Murder of witness as aggravating
factor.

Sec. 543. Death penalty for murders commit-
ted in the district of columbia.

TITLE VI—INCREASED PENALTIES FOR

TRAFFICKING AND MANUFACTURE OF
METHAMPHETAMINE AND PRECUR-
SORS

Sec. 601.

grant

Sec. 502.
Sec. 503.

Sec. 504.

Sec. 505.

Sec. 521.
Sec. 522.
Sec. 523.
Sec. 524.
Sec. 525.

Sec. 526. inter-

Trafficking in methamphetamine
penalty increases.

Reduction of sentence for providing
useful investigative informa-
tion.

Implementation of a sentence of
death.

Limitation on drug enforcement
administrator tenure.

Serious juvenile drug offenses as
armed career criminal act
predicates.

Sec. 602.

Sec. 603.

Sec. 604.

Sec. 605.
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Sec. 606. Mandatory minimum prison sen-
tences for persons who use mi-
nors in drug trafficking activi-
ties or sell drugs to minors.

Sec. 607. Penalty increases for trafficking in
listed chemicals.

TITLE VII—COMBATING VIOLENCE
AGAINST WOMEN AND CHILDREN

Subtitle A—General Reforms

701. Participation of religious organiza-
tions in violence against
women act programs.

702. Domestic violence arrest grants.

703. Rural domestic violence and child
abuse enforcement assistance.

704. Runaway, homeless, and street
youth assistance grants.

Subtitle B—Domestic Violence

711. Death penalty for fatal interstate
domestic violence offenses.

712. Death penalty for fatal interstate
violations of protective orders.

713. Evidence of disposition of defend-
ant toward victim in domestic
violence cases and other cases.

714. HIV testing of defendants in sexual
assault cases.

TITLE VIHII—VIOLENT CRIME AND
TERRORISM

Subtitle A—Violent Crime and Terrorism

Sec. 801. Amendments to anti-terrorism
statutes.

Sec. 802. Kidnapping; death of victim before
crossing State line as not de-
feating prosecution, and other
changes.

Sec.

Sec.
Sec.

Sec.

Sec.

Sec.

Sec.

Sec.

Sec. 803. Expansion of section 1959 of title 18
to cover commission of all vio-
lent crimes in aid of racketeer-
ing activity and increased pen-
alties.

Sec. 804. Conforming amendment to conspir-
acy penalty.

Sec. 805. Inclusion of certain additional seri-
ous drug offenses as armed ca-
reer criminal act predicates.

Sec. 806. Increased penalties for violence in
the course of riot offenses.

Sec. 807. Elimination of unjustified scienter
element for carjacking.

Sec. 808. Criminal offenses committed out-
side the United States by per-
sons accompanying the armed
forces.

Sec. 809. Assaults or other crimes of vio-
lence for hire.

Sec. 810. Penalty enhancement for certain
offenses resulting in death.

Sec. 811. Violence directed at dwellings in

indian country.
Subtitle B—Courts and Sentencing

821. Allowing a reduction of sentence
for providing useful investiga-
tive information although not
regarding a particular individ-
ual.

Appeals from certain dismissals.

Elimination of outmoded certifi-
cation requirement.

Improvement of hate crimes sen-
tencing procedure.

Clarification of length of super-
vised release terms in con-
trolled substance cases.

Authority of court to impose a sen-
tence of probation or supervised
release when reducing a sen-
tence of imprisonment in cer-
tain cases.

Technical correction to assure
compliance of sentencing guide-
lines with provisions of all Fed-
eral statutes.

Sec.

822.
823.

Sec.
Sec.
Sec. 824.

Sec. 825.

Sec. 826.

Sec. 827.
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Subtitle C—White Collar Crime

Sec. 841. Clarification of scienter require-
ment for receiving property
stolen from an indian tribal or-
ganization.

Larceny involving post office boxes
and postal stamp vending ma-
chines.

Sec. 843. Theft of vessels.

Sec. 844. Conforming amendment to Ilaw
punishing obstruction of justice
by notification of existence of a
subpoena for records in certain
types of investigations.

Injunctions against counterfeiting
and forgery.

Subtitle D—Miscellaneous Provisions

Sec. 842.

Sec. 845.

Sec. 861. Increased maximum penalty for
certain rico violations.

Sec. 862. Clarification of inapplicability to
certain disclosures.

Sec. 863. Conforming amendments relating
to supervised release.

Sec. 864. Addition of certain offenses as
money laundering predicates.

Sec. 865. Clarification of jurisdictional base
involving the mail.

Sec. 866. Coverage of foreign bank branches
in the territories.

Sec. 867. Conforming statute of limitations
amendment for certain bank
fraud offenses.

Sec. 868. Clarifying amendment to section

704.
TITLE IX—PRISON REFORM
Subtitle A—Prison Litigation Reform

Sec. 901. Amendment to the prison litigation
reform act.

Appropriate remedies for prison
conditions.
Civil rights of
persons.

Proceedings in forma pauperis.

Notice to State authorities of mali-
cious filing by prisoner.

Payment of damage award in satis-
faction of pending restitution
awards.

Earned release credit or good time
credit revocation.

908. Release of prisoner.

909. Effective date.

Subtitle B—Federal Prisons

911. Prison communications.

912. Prison amenities and prisoner work
requirement.

913. Elimination of sentencing inequi-
ties and aftercare for Federal
inmates.

TITLE X—MISCELLANEOUS PROVISIONS

Sec. 1001. Sense of the Senate regarding
ondcp.

Restrictions on doctors prescrib-
ing schedule i substances..

Anti-drug use public service re-
quirement.

Child pornography.

1005. 2,000 boys & girls clubs before 2000.

1006. Cellular telephone interceptions.

TITLE XI—VIOLENT AND REPEAT

JUVENILE OFFENDERS

Sec. 1101. Short title.

Sec. 1102. Findings and purposes.

Sec. 1103. Severability.

Subtitle A—Juvenile Justice Reform

Sec. 902.

Sec. 903. institutionalized
904.

905.

Sec.
Sec.

Sec. 906.

Sec. 907.
Sec.
Sec.

Sec.
Sec.

Sec.

Sec. 1002.

Sec. 1003.

Sec. 1004.
Sec.
Sec.

Sec. 1111. Repeal of general provision.

Sec. 1112. Treatment of Federal juvenile of-
fenders.

Sec. 1113. Capital cases.

Sec. 1114. Definitions.

Sec. 1115. Notification after arrest.

Sec. 1116. Detention prior to disposition.

Sec. 1117. Speedy trial.

Sec. 1118. Dispositional hearings.
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1119. Use of juvenile records.

1120. Incarceration of violent offenders.

1121. Federal sentencing guidelines.
Subtitle B—Juvenile Gangs

1141. Short title.

1142. Increase in offense level for par-
ticipation in crime as a gang
member.

Amendment of title 18 with re-
spect to criminal street gangs.
Interstate and foreign travel or
transportation in aid of crimi-

nal street gangs.

Solicitation or recruitment of per-
sons in criminal gang activity.
Crimes involving the recruitment
of persons to participate in
criminal street gangs and fire-
arms offenses as rico predi-

cates.

Prohibitions relating to firearms.

Amendment of sentencing guide-
lines with respect to body
armor.

Sec. 1149. Additional prosecutors.

Subtitle C—Juvenile Crime Control and

Accountability

Sec. 1161. Findings; declaration of purpose;
definitions.

Youth crime control and account-
ability block grants.

Runaway and homeless youth.

Authorization of appropriations.

Repeal.

Transfer of functions and savings
provisions.

Repeal of unnecessary and dupli-
cative programs.

Sec. 1168. Housing juvenile offenders.

Sec. 1169. Civil monetary penalty surcharge.

SEC. 2. SEVERABILITY.

If any provision of this Act, an amendment
made by this Act, or the application of such
provision or amendment to any person or
circumstance is held to be unconstitutional,
the remainder of this Act, the amendments
made by this Act, and the application of the
provisions of such to any person or cir-
cumstance shall not be affected thereby.
TITLE I—TRANSFER OF ALIEN PRISONERS
SEC. 101. SHORT TITLE.

This title may be cited as the ““Transfer of
Alien Prisoners Act of 1997"".

SEC. 102. TRANSFERS OF ALIEN PRISONERS.

(@) IN GENERAL.—Not later than December
31, 1998, the Attorney General shall begin
transferring undocumented aliens who are in
the United States, incarcerated in a Federal,
State, or local prison, whose convictions
have become final, to the custody of the gov-
ernment of the alien’s country of nationality
for service of the duration of the alien’s sen-
tence in the alien’s country.

(b) INAPPLICABILITY TO CERTAIN ALIENS.—
This section does not apply to aliens who are
nationals of a foreign country that the Sec-
retary of State has determined under section
6(j) of the Export Administration Act of 1979
has repeatedly provided support for acts of
international terrorism.

SEC. 103. CONSENT UNNECESSARY.

(a) TREATY RENEGOTIATION.—The Secretary
of State shall renegotiate all treaties requir-
ing the consent of an alien who is in the
United States, whether present lawfully or
unlawfully, who is, or who is about to be, in-
carcerated in a Federal, State, or local pris-
on or jail before such person may be trans-
ferred to the country of nationality of that
person to ensure that no such consent is re-
quired in any case under any treaty. If the
Secretary of State is unable to negotiate
with a foreign nation a new treaty that
would go into effect by December 31, 1998,
that does not require such consent, the Sec-
retary shall withdraw the United States as a

Sec.
Sec.
Sec.

Sec.
Sec.

Sec. 1143.

Sec. 1144.

Sec. 1145.

Sec. 1146.

1147.
1148.

Sec.
Sec.

Sec. 1162.
1163.
1164.
1165.
1166.

Sec.
Sec.
Sec.
Sec.

Sec. 1167.



January 21, 1997

party to any existing treaty requiring such
consent.

(b) GENERAL REPEAL.—Notwithstanding
any other provision of law, the consent of an
alien covered by this title shall not be re-
quired before such alien may be designated
for transfer or before such alien may be
transferred to the country of nationality of
that alien.

SEC. 104. CERTIFICATION TRANSFER REQUIRE-
MENT.

Not later than March 1 of each year, the
President shall submit to Congress a certifi-
cation as to whether each foreign country
has accepted, and has confined for the dura-
tion of their sentences, the persons described
in section 403(a).

SEC. 105. INTERNATIONAL PRISONER TRANSFER
REPORT.

(a) IN GENERAL.—Not later than March 1 of
each year, the President shall transmit to
the Majority Leader of the Senate, the
Speaker of the House of Representatives, the
chairmen and ranking members of the Com-
mittee on the Judiciary and the Committee
on Foreign Relations of the Senate and the
Committee on the Judiciary and the Com-
mittee on International Relations of the
House of Representatives a report that—

(1) describes the operation of the provi-
sions of this title; and

(2) highlights the effectiveness of those
provisions with regard to the 10 countries
having the greatest number of their nation-
als incarcerated in the United States, both
in transferring such persons from the United
States to their country of nationality and in
confining such persons for the duration of
their sentences.

(b) CONTENTS OF REPORT.—The report pre-
pared under subsection (a) shall set forth—

(1) the number of aliens convicted of a Fed-
eral, State, or local criminal offense in the
United States, and the types of offenses in-
volved, during the preceding calendar year;

(2) the number of aliens described in para-
graph (1) who were sentenced to terms of in-
carceration;

(3) the number of aliens described in para-
graph (1) who were eligible for transfer pur-
suant to those provisions;

(4) the number of aliens described in para-
graph (2) who were transferred pursuant to
the provisions of this title;

(5) the number, location, length of their pe-
riod of incarceration in the United States,
and present status of aliens described in
paragraph (2) who have not yet been trans-
ferred to the country of nationality;

(6) the extent to which each foreign coun-
try whose nationals have been convicted of a
Federal, State, or local criminal offense in
the United States has accepted the transfer
of such persons, including the percentage of
such persons accepted by each foreign coun-
try;

(7) the extent to which each foreign coun-
try described in paragraph (6) has confined
such persons for 85 percent of the duration of
their sentences, including the percentage of
such persons confined by each foreign coun-
try;

(8) the extent to which each foreign coun-
try described in paragraph (5) has accom-
plished (or has failed to accomplish) the
goals described in any applicable bilateral or
multilateral agreement to which the United
States is a party that deals with the subject
of the transfer of alien prisoners;

(9) for each foreign country described in
paragraph (6)—

(A) a description of the plans, programs,
and timetables adopted by such country to
accept its own nationals for crimes commit-
ted in the United States;

(B) a description of the plans, programs,
and timetables adopted by such country for
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the continued incarceration of its own na-
tionals for crimes committed in the United
States;

(C) a list of those countries that are nego-
tiating in good faith with the United States
to establish a mechanism for the transfer,
receipt, and continued incarceration of such
country’s nationals;

(D) a list of those countries that have
adopted laws or regulations that ensure the
transfer, receipt, and incarceration of its na-
tionals in accordance with the provisions of
this title; and

(E) a list of those countries that have
adopted laws or regulations that ensure the
availability to appropriate United States
Government personnel of adequate records in
connection with the transfer, receipt, and
continued incarceration of prisoners pursu-
ant to this title;

(10) a description of the policies adopted,
agreements concluded, and plans and pro-
grams implemented or proposed by the Fed-
eral Government in pursuit of its respon-
sibilities for the prompt transfer of aliens
described in subsection (b)(1), as well as for
identifying and preventing the re-entry of
such persons after their transfer from the
United States; and

(11) a description of instances of refusals to
cooperate with the United States Govern-
ment regarding the transfer of aliens de-
scribed in subsection (b)(1).

SEC. 106. ANNUAL REPORTS ON FOREIGN ASSIST-
ANCE.

At the time that the report required by
section 634 of the Foreign Assistance Act of
1961 is submitted each year, the Secretary of
State shall submit a copy of such report to
the Chairmen and Ranking Members of the
Committees on the Judiciary of the House of
Representatives and the Senate, the Chair-
man and Ranking Member of the Committee
on Foreign Relations of the Senate, and the
Chairman and Ranking Member of the Com-
mittee on International Relations of the
House of Representatives.

SEC. 107. ANNUAL CERTIFICATION PROCEDURES.

(a) WITHHOLDING OF BILATERAL ASSISTANCE,
OPPOSITION TO MULTILATERAL DEVELOPMENT
ASSISTANCE, AND WITHHOLDING OF VISAS.—

(1) BILATERAL ASSISTANCE.—

(A) IN GENERAL.—Fifty percent of the Unit-
ed States assistance allocated each fiscal
year for each foreign country shall be with-
held from obligation and expenditure to any
such country if that country has refused to
accept not less than 75 percent of nationals
covered by this title and designated for
transfer by the Attorney General within ei-
ther of the 2 immediately preceding fiscal
years or to confine such transferred persons
for not less than 85 percent of their sentence,
except as provided in subsection (b).

(B) INAPPLICABILITY TO CERTAIN COUN-
TRIES.—This paragraph does not apply with
respect to a country if the President deter-
mines in accordance with subsection (b) that
its application to that country would be con-
trary to the vital national interests of the
United States, except that any such deter-
mination shall not take effect until not less
than 30 days after the President submits
written notification of that determination to
the congressional committees listed in sec-
tion 306 in accordance with the procedures
applicable to reprogramming notifications
under section 634A of the Foreign Assistance
Act of 1961.

(C) BILATERAL ASSISTANCE EXEMPTION.—INn
this subsection, the term ‘‘bilateral assist-
ance’” does not include—

(i) narcotics-related assistance under the
Foreign Assistance Act of 1961;

(ii) disaster relief assistance;

(iii) assistance that involves the provision
of food (including monetization of food) or
medicine; or
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(iv) assistance for refugees.

(2) MULTILATERAL ASSISTANCE.—

(A) IN GENERAL.—The Secretary of the
Treasury may instruct the United States Ex-
ecutive Directors of each multilateral devel-
opment bank to vote against any loan or
other utilization of the funds of such bank or
institution for the benefit of any country if
that country has refused to accept not less
than 75 percent of its nationals covered by
this title and designated for transfer by the
Attorney General or to confine such trans-
ferred persons for not less than 85 percent of
their sentences within either of the 2 imme-
diately preceding fiscal years, except as pro-
vided in subsection (b).

(B) DEFINITION OF “MULTILATERAL DEVELOP-
MENT BANK”.—In this paragraph, the term
“multilateral development bank’ means the
International Bank for Reconstruction and
Development, the International Develop-
ment Association, the Inter-American Devel-
opment Bank, the Asian Development Bank,
the African Development Bank, and the Eu-
ropean Bank for Reconstruction and Devel-
opment.

(3) Visas.—All visas shall be denied to na-
tionals employed by the government of any
foreign country if that country has refused
to accept not fewer than 75 percent of its na-
tionals covered by this title and designated
for transfer by the Attorney General within
either of the 2 immediately preceding fiscal
years or to confine such transferred persons
for not less than 85 percent of their sen-
tences, except as provided in subsection (b),
except that the President or the Secretary of
State nonetheless may grant visas to heads
of state, certified diplomats, or members of a
foreign country’s mission to the United Na-
tions.

(b) CERTIFICATION PROCEDURES.—

(1) WHAT MUST BE CERTIFIED.—Subject to
subsection (d), the assistance withheld from
a country pursuant to subsection (a)(1) may
be obligated and expended, the requirement
of subsection (a)(2) to vote against multilat-
eral development bank assistance to a coun-
try shall not apply, and the withholding of
visas from nationals of a country of sub-
section (a)(3) shall not apply, if the President
determines and certifies to Congress, at the
time of the submission of the report required
by section 305, that—

(A) during the previous year the country
has cooperated fully with the United States,
or has taken adequate steps on its own, to
achieve full compliance with the goals and
objectives established by this title, except
that the President may make such a finding
only once during any 5-year period;

(B) for a country that would not otherwise
qualify for certification under subparagraph
(A), the vital national interests of the United
States require that the assistance withheld
pursuant to subsection (a)(1) be provided,
that the United States not vote against mul-
tilateral development bank assistance for
that country pursuant to subsection (a)(2),
and that visas not be withheld pursuant to
subsection (a)(3); or

(C) only in the case of multilateral devel-
opment bank assistance, such assistance is
directed specifically to programs that pro-
vide, or support a foreign country’s ability
itself to provide, food, water, clothing, shel-
ter, and medical care of that country.

(2) CONSIDERATIONS REGARDING COOPERA-
TION.—In making the determinations de-
scribed in subsection (b)(1), the President
shall consider the extent to which the coun-
try has—

(A) met the goals and objectives of this
title;

(B) accomplished the goals described in an
applicable bilateral agreement with the
United States or a multilateral agreement to
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implement the provisions and purposes of
this title; and

(C) taken domestic legal and law enforce-
ment measures to implement the provisions
and purposes of this title;

(3) CASE-BY-CASE WAIVER AUTHORITY.—

(A) AUTHORITY.—The President or the Sec-
retary of State may, on a case-by-case basis,
allow an alien subject to transfer under sec-
tion 402 to remain in the custody of the At-
torney General if the President or Secretary
of State determines that doing so is nec-
essary to serve the vital interests of the
United States or to protect the life or health
of the citizen or national. It is the sense of
Congress that such case-by-case determina-
tions rarely should be made.

(B) NONDELEGATION OF AUTHORITY.—The au-
thority to make a determination under sub-
paragraph (A) may not be delegated.

(4) INFORMATION TO BE INCLUDED IN NA-
TIONAL INTEREST CERTIFICATION.—If the
President makes a certification with respect
to a country pursuant to subsection (b)(1),
the President shall include in such certifi-
cation—

(A) a full and complete description of the
vital national interests placed at risk if
United States bilateral assistance to that
country is terminated pursuant to this sec-
tion, multilateral development bank assist-
ance is not provided to such country, and
visas are not issued to the nationals of such
country; and

(B) a statement weighing the risk de-
scribed in subparagraph (A) against the risks
posed to the vital national interests of the
United States by the failure of such country
to cooperate fully with the United States in
implementing the provisions and purposes of
this title.

(c) CONGRESSIONAL REVIEW.—Subsection (d)
shall apply if, not later than 30 calendar days
after receipt of a certification submitted
under subsection (b) at the time of submis-
sion of the report required by this title, Con-
gress enacts a joint resolution disapproving
the determination of the President contained
in such certification.

(d) DENIAL OF ASSISTANCE FOR COUNTRIES
DECERTIFIED.—If the President does not
make a certification under subsection (b)
with respect to a country or Congress enacts
a joint resolution disapproving such certifi-
cation, then until such time as the condi-
tions specified in subsection (e) are satis-
fied—

(1) funds may not be obligated for United
States assistance for that government, and
funds previously appropriated, but unobli-
gated, for United States assistance for that
government may not be expended for the
purpose of providing assistance for that gov-
ernment;

(2) the requirement to vote against multi-
lateral development bank assistance pursu-
ant to subsection (a)(2) shall apply with re-
spect to that country, without regard to the
date specified in that subsection; and

(3) no visas may be issued to nationals of
that country, and no visas already issued
shall be held valid by the Department of
State, the Immigration and Naturalization
Service, or any other department or agency
of the Federal Government.

(e) RECERTIFICATION.—Subsection (d) shall
apply to a country described in that sub-
section until—

(1) the President, at the time of submission
of the report required by this title, makes a
certification under subsection (b)(1)(A) or
(b)(1)(B) with respect to that country, and
Congress does not enact a joint resolution
under subsection (c) disapproving the deter-
mination of the President contained in that
certification; or

(2) the President, at any other time, makes
the certification described in subsection
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(b)(1)(A) or subsection (b)(1)(B) with respect
to that country, except that this paragraph
applies only if either—

(A) the President also certifies that—

(i) that country has undergone a fun-
damental change in government, or

(ii) there has been a fundamental change in
the conditions that were the reasons—

(I) why the President had not made a cer-
tification with respect to that country under
subsections (b)(1) (A) or (B); or

(1) if the defendant had made such a cer-
tification and Congress enacted a joint reso-
lution disapproving the determination con-
tained in the certification, why Congress en-
acted that joint resolution; or

(B) Congress enacts a joint resolution ap-
proving the determination contained in the
certification under subsection (b)(1) (A) or

B).

,(ArZy certification under subparagraph (A) of
paragraph (2) shall discuss the justification
for the certification.

(f) SENATE PROCEDURES.—AnNYy joint resolu-
tion under this section shall be considered in
the Senate in accordance with the provisions
of section 601(b) of the International Secu-
rity Assistance and Arms Export Control Act
of 1976.

SEC. 108. PRISONER TRANSFERS TREATIES.

(a) NEGOTIATION.—The Secretary of State
shall begin to negotiate and renegotiate, not
later than 90 days after the date of enact-
ment of this Act, bilateral prisoner transfer
treaties. The focus of such negotiations
should be—

(1) to expedite the transfer of aliens unlaw-
fully in the United States who are (or are
about to be) incarcerated in United States
prisons;

(2) to ensure that a transferred prisoner
serves the balance of the sentence imposed
by the United States courts; and

(3) to allow the Federal Government or the
States to maintain their original prison sen-
tences in effect so that transferred prisoners
who return to the United States prior to the
completion of their original United States
sentences can be returned to custody for the
balance of their prison sentences.

(b) CERTIFICATION.—The President shall
submit to Congress, annually, a certification
as to whether each prisoner transfer treaty
in force is effective in returning aliens un-
lawfully in the United States who have com-
mitted offenses for which they are incarcer-
ated in the United States to their country of
nationality for further incarceration.

SEC. 109. JUDGMENTS UNAFFECTED.

Nothing in this title shall in any way be
construed to nullify or reduce the effect of a
judgment of conviction and sentence entered
by a Federal, State, or local court in the
United States.

SEC. 110. DEFINITION.

In this title, the term ““United States as-
sistance’”” means any assistance under the
Foreign Assistance Act of 1961.

SEC. 111. REPEALS.

The following provisions of law are re-
pealed:

(1) The first sentence in section 4100(a) of
title 18, United States Code, is repealed.

(2) The first, third, fourth, fifth, and sixth
sentences in section 4100(b) of title 18, United
States Code, are repealed.

(3) Subsection (c) of section 4100 of title 18,
United States Code is repealed.

(4) Subsection (d) of section 4100(a) of title
18, United States Code, is redesignated as
subsection (c).

(5) Subsection (a)(2) of section 330 of the II-
legal Immigration Reform and Immigrant
Responsibility Act of 1996 is amended by in-
serting ‘“‘during fiscal years 1997 and 1998,”
after ““‘compensation,”.

(6) Section 330(c) of the Illegal Immigra-
tion Reform and Immigrant Responsibility
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Act of 1996 is amended by striking *‘, except
as required by treaty,”.

(7) Section 332 of the lllegal Immigration
Reform and Immigrant Responsibility Act of
1996 is repealed.

TITLE II—EXCLUSIONARY RULE REFORM
Subtitle A—Exclusionary Rule Reform
SEC. 201. SHORT TITLE.

This subtitle may be cited as the ‘“‘Exclu-
sionary Rule Reform Act of 1997"".

SEC. 202. ADMISSIBILITY OF CERTAIN EVIDENCE.

(@) IN GENERAL.—Chapter 223 of title 18,
United States Code, is amended by adding at
the end the following:

“83510. Admissibility of evidence obtained by
search or seizure

““(a) EVIDENCE OBTAINED BY OBJECTIVELY
REASONABLE SEARCH OR SEIZURE.—

“(1) IN GENERAL.—Evidence that is ob-
tained as a result of a search or seizure shall
not be excluded in a proceeding in a court of
the United States on the ground that the
search or seizure was in violation of the
fourth amendment to the Constitution of the
United States, if the search or seizure was
carried out in circumstances justifying an
objectively reasonable belief that the search
or seizure was in conformity with the fourth
amendment.

““(2) PRIMA FACIE EVIDENCE.—The fact that
evidence was obtained pursuant to and with-
in the scope of a warrant constitutes prima
facie evidence of the existence of cir-
cumstances justifying an objectively reason-
able belief that it was in conformity with the
fourth amendment.

““(b) EVIDENCE NOT EXCLUDABLE BY STAT-
UTE OR RULE.—

““(1) IN GENERAL.—Evidence shall not be ex-
cluded in a proceeding in a court of the Unit-
ed States on the ground that it was obtained
in violation of a statute, an administrative
rule or regulation, or a rule of procedure un-
less the exclusion is expressly authorized by
statute or by a rule prescribed by the Su-
preme Court pursuant to statutory author-
ity.

““(2) SPECIAL RULE RELATING TO OBJEC-
TIVELY REASONABLE SEARCHES AN SEIZURES.—
Evidence that is otherwise excludable under
paragraph (1) shall not be excluded if the
search or seizure was carried out in cir-
cumstances justifying an objectively reason-
able belief that the search or seizure was in
conformity with the statute, administrative
rule or regulation, or rule of procedure, the
violation of which occasioned its being ex-
cludable.”.

(b) RULES OF CONSTRUCTION.—This section
and the amendments made by this section
shall not be construed to require or author-
ize the exclusion of evidence in any proceed-
ing. Nothing in this section or the amend-
ments made by this section shall be con-
strued so as to violate the fourth amendment
to the Constitution of the United States.

(c) CLERICAL AMENDMENT.—The chapter
analysis for chapter 223 of title 18, United
States Code, is amended by adding at the end
the following:

*“3510. Admissibility of evidence obtained by
search or seizure.”.
Subtitle B—Confession Reform
SEC. 211. ENFORCEMENT OF CONFESSION RE-
FORM STATUTE.

(a) IN GENERAL.—Section 3501 of title 18,
United States Code, is amended by adding at
the end the following:

“(f) ENFORCEMENT OF CONFESSION RE-
FORM.—

“(1) IN GENERAL.—Not later than 90 days
after the date of enactment of the Omnibus
Crime Control Act of 1997, the Attorney Gen-
eral shall promulgate guidelines that require
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the Department of Justice to enforce, and
defend nationally, the legality of this sec-
tion. Specifically, the Department shall pur-
sue the admission into evidence of confes-
sions that are voluntarily given.

““(2) VOLUNTARINESS.—In determining the
issue of voluntariness for purposes of this
subsection—

“(A) the Department shall take into con-
sideration all the circumstances surrounding
the giving of the confession, including—

‘(i) the time elapsing between arrest and
arraignment of the defendant making the
confession, if the confession was made after
arrest and before arraignment;

“(ii) whether the defendant knew the na-
ture of the offense with which he was
charged or of which he was suspected at the
time of making the confession;

“(iif) whether the defendant was advised or
knew that he was not required to make any
statement and that any such statement
could be used against him; and

“(iv) whether the defendant was without
the assistance of counsel when he was ques-
tioned and when he made a confession;

““(B) the presence or absence of any of the
factors described in paragraph (1) shall not
be conclusive in the Department’s deter-
mination of whether a confession was vol-
untary; and

“(C) the fact that the defendant had not
been advised prior to questioning of his or
her right to silence and to the assistance of
counsel shall not be dispositive.

‘“(g) DEFINITION OF ANY CRIMINAL PROSECU-
TION BY THE UNITED STATES.—In this sec-
tion—

““(1) the term ‘any criminal prosecution by
the United States’ includes any prosecution
by the United States under the Uniform Code
of Military Justice; and

““(2) the term ‘offenses against the laws of
the United States’ includes offense defined
by the Uniform Code of Military Justice.”.

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall take effect on
the date of enactment of this Act and shall
apply to any criminal prosecution brought
by or under the authority of the United
States, including a military prosecution or a
prosecution brought by the District of Co-
lumbia, regardless of whether that prosecu-
tion has begun or has concluded and has yet
to become final.

TITLE I1II—VIOLENT CRIME, DRUGS, AND
TERRORISM
SEC. 301. SHORT TITLE.
This title may be cited as the “Drug Inves-

tigation Support and Antiterrorism Act of
19977,

Subtitle A—Criminal Penalties and
Procedures
SEC. 311. PROTECTION OF THE OLYMPICS.

(a) IN GENERAL.—Section 1111 of title 18,
United States Code, is amended by adding at
the end the following:

““(c) OLYMPIC GAMES.—

“(1) IN GENERAL.—Whoever Kills a person
during and in relation to any international
Olympic Games that are held within any
State shall be punished in accordance with
subsection (b) and section 1112.

“(2) AMENDMENT.—Whoever attempts to
violate this subsection shall be punished in
accordance with section 1113.

“(3) STATE DEFINED.—INn this subsection,
the term ‘State’ means each of the several
States, the District of Columbia, and any

territory or possession of the United
States.”.
(b) INTERNATIONALLY PROTECTED PER-

SONS.—Section 1116 (b)(4) of title 18, United
States Code, is amended—

(1) by striking ‘“‘or at the end of subpara-
graph (A)”;
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(2) by striking the period at the end of sub-
paragraph (B), and inserting ‘‘; or’’; and

(3) by adding at the end the following:

“(C) any participant or guest attending
any international sporting event sponsored
or sanctioned by the International Olympic
Committee or the United States Olympic
Committee incorporated under the Act enti-
tled ‘An Act to incorporate the United
States Olympic Association’, approved Sep-
tember 21, 1950 (36 U.S.C. 371 et seq.).”".

SEC. 312. FEDERAL RESPONSIBILITY FOR SECU-
RITY AT INTERNATIONAL ATHLETIC
COMPETITIONS.

(a) IN GENERAL.—

(1) DUTY OF ATTORNEY GENERAL.—The At-
torney General, in consultation with the
Secretary of State and the Secretary of the
Treasury, shall supervise other Federal au-
thorities and personnel in the provision of
security services (including conducting a
comprehensive review of plans for the hous-
ing of athletes and other eligible guests) by
establishing a task force to be known as the
“Olympic Security Task Force” (referred to
in this subsection as the ‘“‘task force”’).

(2) DUTIES OF TASK FORCE.—The task force
shall assist the Attorney General in oversee-
ing security for any international Olympic
Games held in any State.

(3) STATE DEFINED.—In this section, the
term ‘“‘State’” means each of the several
States, the District of Columbia, and any
territory or possession of the United States.

(b) TASk FORCE COMPOSITION.—

(1) IN GENERAL.—The Attorney General
shall determine the number of members and
composition of the task force in accordance
with this section. The Attorney General
shall appoint representatives from State and
local law enforcement to serve as members
of the task force.

(2) REPRESENTATIVES.—In addition to the
members referred to in paragraph (1), the At-
torney General may appoint as members rep-
resentatives of—

(A) the Federal Bureau of Investigation;

(B) the Department of Defense;

(C) the Secret Service;

(D) the United States Marshals Service;

(E) the United States Attorney with juris-
diction over a venue for Olympic Games (re-
ferred to in this section as an ‘“‘Olympic
venue’’);

(F) the Bureau of Alcohol, Tobacco, and
Firearms;

(G) the Central Intelligence Agency; and

(H) any other appropriate agency of the
Federal Government, as the Attorney Gen-
eral determines to be appropriate.

(c) DISBANDING OF TASK FORCE.—The Presi-
dent may disband the task force and relieve
the Attorney General of responsibility for
supervising security at international Olym-
pic Games, if the President finds that appro-
priate State or local law enforcement offi-
cials refused, or otherwise failed adequately
to participate in, the planning, preparation,
or execution of a plan providing for security
under this section.

(d) ASSISTANCE.—

(1) IN GENERAL.—IN carrying out this sec-
tion, the Attorney General may request as-
sistance from—

(A) the head of any department or agency
of the United States; and

(B) the appropriate officials of any appro-
priate department or agency of the State in
which an Olympic venue is located (referred
to in this section as the ‘“‘host State’’), or
any political subdivision of such State, in-
cluding State and local law enforcement offi-
cials in the host State to ensure the effective
implementation of security under this sub-
section.

(2) UNITED STATES OLYMPIC ORGANIZING
COMMITTEE.—The Attorney General may re-
quest the United States Olympic Committee
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(incorporated under the Act entitled “An
Act to incorporate the United States Olym-
pic Association’, approved September 21,
1950 (36 U.S.C. 371 et seq.)) and the Olympic
organizing committee of the city in which an
Olympic venue is located (referred to in this
section as a ‘‘host city’’) to provide all rea-
sonable cooperation and assistance required
to carry out this subsection. Upon receipt of
such a request, the United States Olympic
Committee and organizing committees shall
endeavor to provide that assistance.

(e) AGREEMENTS AND REGULATIONS.—To
carry out this section, the Attorney General
may enter into interagency or intergovern-
mental agreements and promulgate regula-
tions.

(f) EXPEDITED REVIEW.—INn the case of
Olympic Games that occur after the date of
enactment of this Act in the United States
with respect to which the Olympic venue is
selected before the date of enactment of this
section, the review of housing required by
paragraph (1) shall be conducted not later
than 120 days after such date of enactment.
The review shall consider the suitability of
the proposed Olympic Village site, building
options, and any other issue the Attorney
General considers appropriate to ensure
maximum security for the Olympic Village,
its residents, and its environs.

(g) CoNsTRUCTION.—Nothing in this section
shall be construed to create a cause of action
against the United States or any officer or
employee of the United States in favor of
any person who is not otherwise authorized.
SEC. 313. TECHNICAL REVISION TO PENALTIES

FOR CRIMES COMMITTED BY EXPLO-
SIVES.

Section 844 of title 18, United States Code,
is amended—

(1) in subsection (f)(1), by inserting ‘‘or any
institution or organization receiving Federal
financial assistance,”” after ‘‘or agency there-
of,””; and

(2) by striking subsection (i) and inserting
the following:

(i) MALICIOUS DESTRUCTION BY FIRE OR EX-
PLOSIVES.—

“(1) IN GENERAL.—Whoever maliciously
damages or destroys, or attempts to damage
or destroy, by means of fire or an explosive,
any building, vehicle, public place, or other
personal or real property used in interstate
or foreign commerce or used in any activity
affecting interstate or foreign commerce,
shall be imprisoned for a period of not less
than 5 years and not more than 20 years,
fined under this title, or both.

““(2) PERSONAL INJURY.—Whoever engages
in conduct prohibited by this subsection, and
as a result of such conduct, directly or proxi-
mately causes personal injury or creates a
substantial risk of injury to any person, in-
cluding any public safety officer performing
duties, shall be imprisoned for a period of
not less than 7 years and not more than 40
years, fined under this title, or both.

““(3) DEATH.—Whoever engages in conduct
prohibited by this subsection, and as a result
of such conduct directly or proximately
causes the death of any person, including
any public safety officer performing duties,
shall be subject to the death penalty, or im-
prisoned for not less than 20 years or for life,
fined under this title, or both.”’.

SEC. 314. CHEMICAL WEAPONS RESTRICTIONS.

(a) IN GENERAL.—Section 2332c of title 18,
United States Code, is amended—

(1) in subsection (a), by inserting after
paragraph (2) the following:

““(3) RESTRICTIONS.—

“(A) IN GENERAL.—Whoever without lawful
authority knowingly develops, produces, ac-
quires, stockpiles, retains, transfers, owns,
or possesses any chemical weapon, or know-
ingly assists, encourages or induces any per-
son to do so, or attempts or conspires to do
so, shall be punished under paragraph (2).
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““(B) JURISDICTION.—The United States has
jurisdiction over an offense under this para-
graph if—

‘(i) the prohibited activity takes place in
the United States; or

“(ii) the prohibited activity takes place
outside the United States and is committed
by a national of the United States.

““(C) ADDITIONAL PENALTY.—The court shall
order any person convicted of an offense
under this paragraph to pay to the United
States any expenses incurred incident to the
seizure, storage, handling, transportation,
and destruction or other disposition of prop-
erty seized for violation of this section.”;

(2) by adding at the end the following:

““(c) CRIMINAL FORFEITURE.—

‘(1) PROPERTY SUBJECT TO CRIMINAL FOR-
FEITURE.—A person who is convicted of an of-
fense under this section shall forfeit to the
United States the interest of that person
in—

“(A) any chemical weapon, including any
component thereof;

“(B) any property, real or personal, con-
stituting or traceable to gross profits or
other proceeds obtained from such offense;
and

““(C) any property, real or personal, used or
intended to be used to commit or to promote
the commission of the offense.

*“(2) THIRD PARTY TRANSFERS.—

“(A) IN GENERAL.—AII right, title, and in-
terest in property described in subsection (a)
of this section vests in the United States
upon the commission of the act giving rise to
forfeiture under this section.

“(B) FORFEITURE.—Except as provided in
subparagraph (C), any property referred to in
subparagraph (A) that is subsequently trans-
ferred to a person other than the defendant
may be the subject of a special verdict of for-
feiture and thereafter shall be ordered for-
feited to the United States.

“(C) EXCEPTION.—The property referred to
in subparagraph (B) shall not be ordered for-
feited if the transferee establishes in a hear-
ing conducted pursuant to subsection (I) that
the party is a bona fide purchaser for value
of such property who, at the time of pur-
chase, was reasonably without cause to be-
lieve that the property was subject to for-
feiture under this section.

““(3) PROTECTIVE ORDERS.—

“(A) IN GENERAL.—Upon application of the
United States, the court may enter a re-
straining order or injunction, require the
execution of a satisfactory performance
bond, or take any other action to preserve
the availability of property described in sub-
section (a) for forfeiture under this section—

““(i) upon the filing of an indictment or in-
formation—

“(1) charging a violation of this chapter for
which criminal forfeiture may be ordered
under this section; and

“(I1) alleging that the property with re-
spect to which the order is sought would, in
the event of conviction, be subject to forfeit-
ure under this section; or

““(ii) prior to the filing of an indictment or
information referred to in clause (i), if, after
providing notice to persons appearing to
have an interest in the property and oppor-
tunity for a hearing, the court determines
that—

“(1) there is a substantial probability that
the United States will prevail on the issue of
forfeiture and that failure to enter the order
will result in the property being destroyed,
removed from the jurisdiction of the court,
or otherwise made unavailable for forfeiture;
and

“(11) the need to preserve the availability
of the property through the entry of the re-
quested order outweighs the hardship on any
party against whom the order is to be en-
tered;
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except that an order entered pursuant to
subparagraph (B) shall be effective for a pe-
riod not to exceed 90 days, unless extended
by the court for good cause shown or unless
an indictment or information described in
this subparagraph has been filed.

*“(B) TEMPORARY RESTRAINING ORDERS.—

“(i) IN GENERAL.—A temporary restraining
order under this subsection may be entered
upon application of the United States with-
out notice or opportunity for a hearing when
an information or indictment has not yet
been filed with respect to the property, if the
United States demonstrates that there is
probable cause to believe that—

“(1) the property with respect to which the
order is sought would, in the event of convic-
tion, be subject to forfeiture under this sec-
tion; and

“(I)(aa) exigent circumstances exist that
place the life or health of any person in dan-
ger; or

““(bb) that provision of notice will jeopard-
ize the availability of the property for for-
feiture.

““(if) EXPIRATION.—A temporary restraining
order described in clause (i) shall expire not
later than 10 days after the date on which
the order is entered, unless—

“(l) the order is extended for good cause
shown; or

“(I11) the party against whom it is entered
consents to an extension for a longer period.

““(iii) HEARING.—A hearing requested con-
cerning an order entered under this para-
graph shall be held at the earliest possible
time and prior to the expiration of the tem-
porary order.

““(C) INAPPLICABILITY OF FEDERAL RULES OF
EVIDENCE.—The court may receive and con-
sider, at a hearing held pursuant to this
paragraph, evidence and information that
would otherwise be inadmissible under the
Federal Rules of Evidence.

““(d) WARRANT OF SEIZURE.—

“(1) IN GENERAL.—The Government of the
United States may request the issuance of a
warrant authorizing the seizure of property
subject to forfeiture under this section in the
same manner as provided for a search war-
rant.

‘“(2) DETERMINATIONS BY COURT.—The court
shall issue a warrant authorizing the seizure
of the property referred to in paragraph (1) if
the court determines that there is probable
cause to believe that—

““(A) the property to be seized would, in the
event of conviction, be subject to forfeiture;
and

““(B) an order under subsection (c) may not
be sufficient to ensure the availability of the
property for forfeiture.

‘“(e) ORDER OF FORFEITURE.—The court
shall order forfeiture of property referred to
in subsection (a) if the trier of fact deter-
mines, by a preponderance of the evidence,
that the property is subject to forfeiture.

““(f) EXECUTION.—

““(1) IN GENERAL.—Upon entry of an order of
forfeiture or temporary restraining order
under this section, the court shall authorize
the Attorney General to seize all property
ordered forfeited or restrained on such terms
and conditions as the court determines to be
appropriate.

““(2) AcTIONS BY COURT.—Following entry of
an order declaring the property forfeited, the
court may, upon application of the United
States, enter such appropriate restraining
orders or injunctions, require the execution
of satisfactory performance bonds, appoint
receivers, conservators, appraisers, account-
ants, or trustees, or take any other action to
protect the interest of the United States in
the property ordered forfeited.

““(3) OFFSET.—ANy income accruing to or
derived from property ordered forfeited
under this section may be used to offset ordi-
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nary and necessary expenses to the property
that—

“(A) are required by law; or

““(B) are necessary to protect the interests
of the United States or third parties.

““(g) DISPOSITION OF PROPERTY.—

“(1) IN GENERAL.—Following the seizure of
property ordered forfeited under this section,
the Attorney General shall, making due pro-
vision for the rights of any innocent per-
sons—

“(A) destroy or retain for official use any
article described in paragraph (1) of sub-
section (a); and

““(B) retain for official use or direct the dis-
position of any property described in para-
graph (2) or (3) of subsection (a) by sale or
any other commercially feasible means.

““(2) REVERSION PROHIBITED.—With respect
to the forfeiture, any property right or inter-
est not exercisable by, or transferable for
value to, the United States shall expire and
shall not revert to the defendant, nor shall
the defendant or any person acting in con-
cert with the defendant or on behalf of the
defendant be eligible to purchase forfeited
property at any sale held by the United
States.

““(3) RESTRAINT OF SALE OR DISPOSITION.—
Upon application of a person, other than the
defendant or person acting in concert with
the defendant or on behalf of the defendant,
the court may restrain or stay the sale or
disposition of the property pending the con-
clusion of any appeal of the criminal case
giving rise to the forfeiture, if the applicant
demonstrates that proceeding with the sale
or disposition of the property will result in
irreparable injury, harm, or loss to the appli-
cant.

“(h) AUTHORITY OF ATTORNEY GENERAL.—
With respect to property ordered forfeited
under this section, the Attorney General
may—

‘(1) grant petitions for mitigation or re-
mission of forfeiture, restore forfeited prop-
erty to victims of a violation of this section,
or take any other action to protect the
rights of innocent persons that—

“(A) is in the interest of justice; and

“(B) is not inconsistent with this section;

““(2) compromise claims arising under this
section;

““(3) award compensation to persons provid-
ing information resulting in a forfeiture
under this section;

““(4) direct the disposition by the United
States, under section 616 of the Tariff Act of
1930 (19 U.S.C. 1616a), of all property ordered
forfeited under this section by public sale or
any other commercially feasible means,
making due provision for the rights of inno-
cent persons; and

““(5) take such appropriate measures as are
necessary to safeguard and maintain prop-
erty ordered forfeited under this section
pending the disposition of that property.

“(i) BAR ON INTERVENTION.—EXcept as pro-
vided in subsection (I), no party claiming an
interest in property subject to forfeiture
under this section may—

“(1) intervene in a trial or appeal of a
criminal case involving the forfeiture of that
property under this section; or

“(2) commence an action at law or equity
against the United States concerning the va-
lidity of the alleged interest of that party in
the property subsequent to the filing of an
indictment or information alleging that the
property is subject to forfeiture under this
section.

““(J) JURISDICTION To ENTER ORDERS.—Each
district court of the United States shall have
jurisdiction to enter an order of forfeiture
under this section without regard to the lo-
cation of any property that—

““(1) may be subject to forfeiture under this
section; or
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“(2) has been ordered forfeited under this
section.

“(k) DeposITIONS.—In order to facilitate
the identification and location of property
declared forfeited under this section and to
facilitate the disposition of petitions for re-
mission or mitigation of forfeiture, after the
entry of an order declaring property forfeited
to the United States under this section, the
court may, upon application of the United
States, order that—

“(1) the testimony of any witness relating
to the property forfeited be taken by deposi-
tion; and

““(2) any designated book, paper, document,
record, recording, or other material that is
not privileged be produced at the same time
and place, and in the same manner, as pro-
vided for the taking of depositions under rule
15 of the Federal Rules of Criminal Proce-
dure.

“(I) THIRD PARTY INTERESTS.—

““(1) IN GENERAL.—

“(A) NoTice.—Following the entry of an
order of forfeiture under this section, the
United States Government shall publish no-
tice of the order and of the intent of the Gov-
ernment to dispose of the property in such
manner as the Attorney General may direct.

““(B) DIRECT WRITTEN NOTICE.—In addition
to providing the notice described in subpara-
graph (A), the Government may, to the ex-
tent practicable, provide direct written no-
tice to any person known to have alleged an
interest in the property that is the subject of
the order of forfeiture as a substitute for
published notice as to those persons so noti-
fied.

‘“(2) PETITION BY PERSON OTHER THAN DE-
FENDANT.—

“(A) IN GENERAL.—ANy person, other than
the defendant, who asserts a legal interest in
property that has been ordered forfeited to
the United States pursuant to this section
may petition the court for a hearing to adju-
dicate the validity of his alleged interest in
the property not later than the earlier of—

‘(i) the date that is 30 days after the final
publication of notice; or

“(ii) the date that is 30 days after the re-
ceipt of notice by the person under para-
graph (1).

““(B) REQUIREMENTS FOR HEARING.—A hear-
ing described in subparagraph (A) shall be
held before the court without a jury.

““(3) REQUIREMENTS FOR PETITION.—A peti-
tion referred to in paragraph (2) shall—

““(A) be signed by the petitioner under pen-
alty of perjury; and

““(B) set forth—

“(i) the nature and extent of the petition-
er’s right, title, or interest in the property;

““(ii) the time and circumstances of the pe-
titioner’s acquisition of the right, title, or
interest in the property;

““(iii) the relief sought; and

“(iv) any additional facts supporting the
petitioner’s claim.

‘“(4) DATE; CONSOLIDATION.—

““(A) DATE OF HEARING.—The hearing on a
petition referred to in paragraph (2) shall, to
the extent practicable and consistent with
the interests of justice, be held not later
than 30 days after the filing of the petition.

‘“(B) CONSOLIDATION.—The court may con-
solidate the hearing on the petition with a
hearing on any other petition filed by a per-
son other than the defendant under this sub-
section.

““(5) ACTIONS AT HEARINGS.—

“(A) IN GENERAL.—At a hearing referred to
in paragraph (4)—

‘(i) the petitioner may testify and present
evidence and witnesses on his or her own be-
half, and cross-examine witnesses who ap-
pear at the hearing; and

““(ii) the Government may present evidence
and witnesses in rebuttal and in defense of
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its claim to the property that is the subject
and cross-examine witnesses who appear at
the hearing.

‘“(B) CONSIDERATION BY COURT.—In addition
to considering testimony and evidence pre-
sented at the hearing, the court shall con-
sider the relevant portions of the record of
the criminal case that resulted in the order
of forfeiture.

‘“(6) AMENDMENT OF ORDER OF FORFEIT-
URE.—If, after holding a hearing under this
subsection, the court determines that a peti-
tioner has established by a preponderance of
the evidence that—

“(A)(i) the petitioner has a legal right,
title, or interest in the property that is the
subject of the hearing; and

‘“(ii) that right, title, or interest renders
the order of forfeiture invalid in whole or in
part because the right, title, or interest—

“(I) was vested in the petitioner rather
than the defendant; or

““(I1) was superior to any right, title, or in-
terest of the defendant at the time of the
commission of the acts which gave rise to
the forfeiture of the property under this sec-
tion; or

““(B) the petitioner is a bona fide purchaser
for value of the right, title, or interest in the
property and was at the time of purchase
reasonably without cause to believe that the
property was subject to forfeiture under this
section;

the court shall amend the order of forfeiture
in accordance with its determination.

““(7) ACTIONS OF COURT AFTER DISPOSITION
OF PETITION.—After the disposition of the
court of all petitions filed under this sub-
section, or if no such petitions are filed after
the expiration of the period specified in para-
graph (2), the United States—

“(A) shall have clear title to property that
is the subject of the order of forfeiture; and

““(B) may warrant good title to any subse-
quent purchaser or transferee.

““(m) CONSTRUCTION.—This section shall be
liberally construed in such manner as to ef-
fectuate the remedial purposes of this sec-
tion.

““(n) SUBSTITUTE ASSETS.—

““(1) IN GENERAL.—IN accordance with para-
graph (2), the court shall order the forfeiture
of property of a defendant other than prop-
erty described in subsection (a) if, as a result
of an act or omission of the defendant, any of
the property of the defendant that is de-
scribed in subsection (a)—

““(A) cannot be located upon the exercise of
due diligence;

““(B) has been transferred or sold to, or de-
posited with, a third party;

““(C) has been placed beyond the jurisdic-
tion of the court;

‘(D) has been substantially diminished in
value; or

““(E) has been commingled with other prop-
erty which cannot be divided without dif-
ficulty.

““(2) VALUE OF PROPERTY.—The value of any
property subject to forfeiture under para-
graph (1) shall not exceed the value of prop-
erty of the defendant with respect to which
subparagraph (A), (B), (C), (D), or (E) of para-
graph (1) applies.””; and

(3) by amending the section heading to
read as follows:

“SEC. 2332c. USE AND STOCKPILING OF CHEMI-
CAL WEAPONS.”.

(b) CONFORMING AMENDMENT TO FEDERAL
RULES OoF EVIDENCE.—Section 1101(d)(3) of the
Federal Rules of Evidence is amended by
striking ‘‘; and proceedings with respect to
release on bail or otherwise’ and inserting *,
proceedings with respect to release on bail or
otherwise; and proceedings under section
2232c(c)(3) of title 18, United States Code (ex-
cept that the rules with respect to privilege
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under subsection (c) of this section also shall
apply).”.

(c) CONFORMING AMENDMENT.—The chapter
analysis for chapter 113B of title 18, United
States Code, is amended by striking the item
relating to section 2332b and inserting the
following:

‘2332c. Use and stockpiling of chemical
weapons.”’.
Subtitle B—International Terrorism
SEC. 321. MULTILATERAL SANCTIONS.

(a) PoLICY ON ESTABLISHMENT OF SANCTIONS
REGIMES.—

(1) PoLicy.—Congress urges the President
to commence immediately after the date of
enactment of this Act diplomatic efforts, in
appropriate international fora (including the
United Nations) and bilaterally, with allies
of the United States, to establish, as appro-
priate, a multilateral sanctions regime
against each country that the Secretary of
State determines under section 6(j) of the
Export Administration Act of 1979 (50 U.S.C.
App. 2405(])) to have repeatedly provided sup-
port for acts of international terrorism.

(2) REPORT.—The President shall include in
the annual report on patterns of global ter-
rorism prepared under section 143 a descrip-
tion of the extent to which the diplomatic ef-
forts referred to in paragraph (1) have been
carried out and the degree of success of those
efforts.

(b) ACTION PLANS FOR DESIGNATED TERROR-
IST NATIONS.—The President shall provide to
Congress as a part of each report on patterns
of global terrorism prepared under section
143 a plan of action (to be known as an ‘“‘ac-
tion plan’’) for inducing each country re-
ferred to in paragraph (1) to cease the sup-
port of that country for acts of international
terrorism.

SEC. 322. INFORMATION ON COOPERATION WITH
UNITED STATES ANTITERRORISM
EFFORTS IN ANNUAL COUNTRY RE-
PORTS ON TERRORISM.

Section 140 of the Foreign Relations Au-
thorization Act, Fiscal Years 1988 and 1989
(22 U.S.C. 2656f) is amended—

(1) in subsection (a)—

(A) by striking ““and” at the end of para-
graph (1);

(B) by striking the period at the end of
paragraph (2) and inserting a semicolon; and

(C) by adding at the end the following:

““(3) with respect to each foreign country
from which the United States Government
has sought cooperation during the preceding
5-year period in the investigation or prosecu-
tion of an act of international terrorism
against United States citizens or interests,
information on—

“(A) the extent to which the government
of the foreign country is cooperating with
the United States Government in apprehend-
ing, convicting, and punishing each individ-
ual responsible for the act; and

““(B) the extent to which the government of
the foreign country is cooperating in pre-
venting further acts of terrorism against
United States citizens in the foreign coun-
try; and

““(4) with respect to each foreign country
from which the United States Government
has sought cooperation during the preceding
5-year period in the prevention of an act of
international terrorism against such citizens
or interests, the information described in
paragraph (3)(B).”’; and

(2) in subsection (c)—

(A) by striking ‘““The report’ and inserting
the following:

“(1) IN GENERAL.—Except as provided in
paragraph (2), the report’’;

(B) by adding at the end the following:

““(2) CLASSIFIED FORM.—If the Secretary of
State determines that the transmittal of the
information under paragraph (3) or (4) of sub-
section (@) in classified form with respect to
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a foreign country would increase the likeli-
hood of cooperation of the government of the
foreign country (as specified in that para-
graph), the Secretary may transmit the in-
formation under that paragraph in classified
form.”.

SEC. 323. REPORT ON INTERNATIONAL TERROR-

ISM.

(a) ANNUAL REPORT.—Not later than 60
days after the date of enactment of this Act,
and annually thereafter, at the same time as
the Secretary of State submits the report re-
quired by section 140 of the Foreign Rela-
tions Authorization Act, Fiscal Years 1988
and 1989 (22 U.S.C. 2656f), the Secretary of
State, in consultation with the Director of
Central Intelligence, shall submit, in classi-
fied and unclassified versions, to the Speaker
and the Minority Leader of the House of Rep-
resentatives, the Majority Leader and the
Minority Leader of the Senate, the chairman
and the ranking minority member of the
Committee on International Relations of the
House of Representatives, and the chairman
and the ranking minority member of the
Committee on Foreign Relations of the Sen-
ate a report that includes—

(1) an assessment of—

(A) the magnitude of the anticipated
threat from international terrorism to Unit-
ed States interests, persons, and property in
the United States and abroad, including the
names and background of major terrorist
groups and the leadership of those groups;

(B) the sources of financial and logistical
support of the groups;

(C) the nature and scope of the human and
technical infrastructure;

(D) the goals, doctrine, and strategies of
the groups;

(E) the quality and type of education and
training of the groups;

(F) the level of advancement of the groups;

(G) the bases of operation and training of
the groups;

(H) the operational
groups;

(1) the bases of recruitment of the groups;

(J) the linkages with governmental and
nongovernmental actors (such as ethnic
groups, religious communities, or criminal
organizations) of the groups; and

(K) the intent and capability of each of the
groups to access and use weapons of mass de-
struction;

(2) a detailed assessment of any country
that provided support of any type for inter-
national terrorism, terrorist groups, or indi-
vidual terrorists, including any country with
respect to which the government of that
country knowingly allowed terrorist groups
or individuals to transit or reside in the ter-
ritory of that country, without regard to
whether terrorist acts were committed by
the terrorist groups or individuals in that
territory;

(3) a detailed assessment of efforts of indi-
vidual countries to take effective action
against countries that the Secretary of State
determines under section 6(j) of the Export
Administration Act of 1979 (50 U.S.C. App.
2405(j)) to have repeatedly supported acts of
international terrorism, including the status
of—

(A) compliance with
tions; and

(B) bilateral economic relations; and

(4)(A) a detailed assessment of efforts of
the United States Government to carry out
this section; and

(B) an identification of any failure or in-
sufficient action on the part of the Govern-
ment to carry out this section.

(b) CONTENT OF ASSESSMENTS.—AN assess-
ment under subsection (a)(1) shall—

(1) characterize the quality of the informa-
tion that supports the assessment and iden-

capabilities of the
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tify areas that require enhanced informa-
tion; and

(2) identify and analyze potential
vulnerabilities of terrorist groups that could
serve to guide the development of govern-
mental policy.

(c) SUBMISSION TO THE COMMISSION ON TER-
RORISM.—During the period that the Na-
tional Commission on Terrorism established
under section 341 is operating, the President
shall submit a property of each report pre-
pared under subsection (a).

SEC. 324. REVISION OF DEPARTMENT OF STATE
REWARDS PROGRAM.

(&) IN GENERAL.—Section 36 of the State
Department Basic Authorities Act of 1956 (22
U.S.C. 2708) is amended to read as follows:
“SEC. 36. DEPARTMENT OF STATE REWARDS PRO-

GRAM.

‘“(a) ESTABLISHMENT.—

“(1) IN GENERAL.—The Secretary of State
shall establish a program for the payment of
rewards by the Secretary in accordance with
this section.

““(2) CONSULTATION.—The rewards program
established under paragraph (1) shall be ad-
ministered by the Secretary of State, in con-
sultation (as appropriate), with the Attorney
General.

““(b) REWARDS PROGRAM.—

‘(1) The rewards program established
under subsection (a)(1) shall be designed to
assist in the prevention of acts of inter-
national terrorism, international narcotics
trafficking, and other related criminal acts.

““(2) At the sole discretion of the Secretary
of State and in consultation, as appropriate,
with the Attorney General, the Secretary of
State may pay a reward to any individual
who furnishes information leading to—

““(A) the arrest or conviction in any coun-
try of any individual for the commission of
an act of international terrorism against a
person or property;

‘“(B) the arrest or conviction in any coun-
try of any individual conspiring or attempt-
ing to commit an act of international terror-
ism against a United States person or United
States property;

““(C) the arrest or conviction in any coun-
try of any individual for committing, pri-
marily outside the territorial jurisdiction of
the United States, any narcotics-related of-
fense if that offense involves or is a signifi-
cant part of conduct that involves—

‘(i) a violation of United States narcotics
laws which is such that the individual would
be a major violator of such laws;

““(ii) the killing or kidnapping of—

“(1) any officer, employee, or contract em-
ployee of the United States Government
while that individual is engaged in official
duties, or on account of the performance of
official duties of that individual, in connec-
tion with—

‘““(aa) the enforcement of United States
narcotics laws; or

““(bb) the implementation of United States
narcotics control objectives; or

“(I) a member of the immediate family of
any individual described in subclause (1) on
account of the official duties of that individ-
ual in connection with—

‘““(aa) the enforcement of United States
narcotics laws; or

““(bb) the implementation of United States
narcotics control objectives; or

““(iii) an attempt or conspiracy to commit
any act described in clause (i) or (ii);

‘“(D) the arrest or conviction in any coun-
try of any individual who aids or abets in the
commission of an act described in subpara-
graph (A), (B), or (C); or

“(E) the prevention, frustration, or favor-
able resolution of an act described in sub-
paragraph (A), (B), or (C).

*‘(c) COORDINATION.—
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“(1) IN GENERAL.—To0 ensure that the pay-
ment of rewards under this section does not
duplicate or interfere with the payment of
informants or the obtaining of evidence or
information, as authorized for the Depart-
ment of Justice, the offering, administra-
tion, and payment of rewards under this sec-
tion shall be conducted in accordance with
procedures that the Secretary of State, in
consultation with the Attorney General,
shall establish.

““(2) CONTENTS OF PROCEDURES.—The proce-
dures referred to in paragraph (2) shall in-
clude procedures for—

“(A) identifying individuals, organizations,
and offenses with respect to which rewards
are to be offered;

““(B) the publication of rewards;

“(C) the offering of joint rewards with the
governments of foreign countries;

‘(D) the receipt and analysis of data; and

“(E) the payment and approval of pay-
ment.

““(3) CONSULTATION WITH ATTORNEY GEN-
ERAL.—Before making a reward under this
section in a matter subject to Federal crimi-
nal jurisdiction, the Secretary of State shall
advise and consult with the Attorney Gen-
eral.

““(d) AUTHORIZATION OF APPROPRIATIONS.—

““(1) IN GENERAL.—Notwithstanding section
102 of the Foreign Relations Authorization
Act, Fiscal Years 1986 and 1987 (99 Stat. 408),
and subject to paragraph (2), there are au-
thorized to be appropriated to the Depart-
ment of State such sums as may be nec-
essary to carry out this section.

“(2) LiIMmITATION.—NoO amount of funds may
be appropriated to the Department of State
for the purpose specified in paragraph (1) in
excess of the difference between $15,000,000
and the amount of unobligated funds avail-
able for that purpose to the Secretary of
State for the fiscal year involved.

““(3) DISTRIBUTION OF FUNDS.—To the maxi-
mum extent practicable, funds made avail-
able to carry out this section shall be dis-
tributed in equal amounts for the purpose of
preventing acts of international terrorism
and for the purpose of preventing inter-
national narcotics trafficking.

““(4) AVAILABILITY OF FUNDS.—Amounts ap-
propriated pursuant to the authorization
under paragraph (1) are authorized to remain
available until expended.

““(e) LIMITATION AND CERTIFICATION.—

“(1) LIMITATION.—A reward made under
this section by the Secretary of State may
not exceed $5,000,000.

““(2) APPROVAL OF PRESIDENT OR SECRETARY
OF STATE.—A reward under this section in an
amount greater than $100,000 may not be
made under the program under this section
without the approval of the President or the
Secretary of State.

““(3) APPROVAL OF SECRETARY OF STATE.—
Any reward granted under the program
under this section shall be approved and cer-
tified for payment by the Secretary of State.

““(4) PROHIBITION.—Neither the President
nor the Secretary of State may delegate the
authority under paragraph (2) to any other
officer or employee of the United States
Government.

““(5) PROTECTION.—If the Secretary of State
determines that it is necessary to protect
the identity of the recipient of a reward or of
the members of the recipient’s immediate
family, the Secretary may take such meas-
ures in connection with the payment of the
reward as the Secretary considers necessary
to effect that protection.

“(f) INELIGIBILITY.—AN officer or employee
of any governmental entity who, while in the
performance of the official duties of that of-
ficer, furnishes information described in sub-
section (b) shall not be eligible for a reward
under this section.
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““(g) REPORTS.—

“(1) IN GENERAL.—

“(A) PosST-AWARD REPORT.—Not later than
30 days after the payment of any reward
under this section, the Secretary of State
shall submit a report to the appropriate con-
gressional committees with respect to that
reward.

““(B) CLASSIFIED FORM.—If necessary, a re-
port under subparagraph (A) may be submit-
ted in classified form.

““(C) CONTENT OF REPORT.—A report sub-
mitted under subparagraph (A) shall speci-

‘(i) the amount of the reward paid;

“‘(ii) the recipient of the reward;

“(iii) the acts related to the information
for which the reward was paid; and

“(iv) the significance of the information
for which the reward was paid in dealing
with the acts described under clause (iii).

““(2) ANNUAL REPORT.—

“(A) IN GENERAL.—Not later than 60 days
after the end of each fiscal year, the Sec-
retary of State shall submit a report to the
appropriate congressional committees con-
cerning the operation of the rewards pro-
gram under this section.

““(B) CONTENTS OF REPORTS.—Each report
under subparagraph (A), shall provide infor-
mation concerning—

‘(i) the total amounts expended during the
fiscal year that is the subject of the report
to carry out this section, including amounts
spent to publicize the availability of re-
wards; and

“(ii) all requests made for the payment of
rewards under this section, including the
reasons for the denial of any such request.

““(h) DEFINITIONS.—InN this section:

“(1) ACT OF INTERNATIONAL TERRORISM.—
The term ‘act of international terrorism’ in-
cludes—

“(A) any act substantially contributing to
the acquisition of unsafeguarded special nu-
clear material (as that term is defined in
section 830(8) of the Nuclear Proliferation
Prevention Act of 1994 (108 Stat. 521)) or any
nuclear explosive device (as that term is de-
fined in section 830(4) of that Act (108 Stat.
521)) by an individual, group, or non-nuclear
weapon state (as that term is defined in sec-
tion 830(5) of that Act (108 Stat. 521));

‘“(B) any act, as determined by the Sec-
retary of State, that materially supports the
conduct of international terrorism, including
the counterfeiting of United States currency
or the illegal use of other monetary instru-
ments by an individual, group, or country
supporting international terrorism as deter-
mined under section 6(j) of the Export Ad-
ministration Act of 1979; and

“(C) any act that would be a violation of
chapter 113B of title 18, United States Code,
relating to terrorism.

““(2) APPROPRIATE CONGRESSIONAL COMMIT-
TEES.—The term ‘appropriate congressional
committees’ means the Committee on Inter-
national Relations of the House of Rep-
resentatives and the Committee on Foreign
Relations of the Senate.

““(3) MEMBER OF THE IMMEDIATE FAMILY.—
The term ‘member of the immediate family’
includes—

“(A) a spouse, parent, brother, sister, or
child of the individual;

“(B) a person to whom the
stands in loco parentis; and

““(C) any other person living in the individ-
ual’s household and related to the individual
by blood or marriage.

““(4) UNITED STATES NARCOTICS LAWS.—The
term ‘United States narcotics laws’ means
the laws of the United States for the preven-
tion and control of illicit traffic in con-
trolled substances (as such term is defined in
section 102(6) of the Controlled Substances
Act (21 U.S.C. 802(6))).
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“(i) JubpiciAL REVIEW.—A determination
made by the Secretary of State concerning
whether to authorize a reward under this
section, or the amount of a reward, shall not
be subject to judicial review.”.

(b) SENSE OF CONGRESS.—It is the sense of
Congress that the Secretary of State should
pursue additional means of funding the pro-
gram established by section 36 of the State
Department Basic Authorities Act of 1956 (22
U.S.C. 2708), including the authority—

(1) to seize and dispose of assets used in the
commission of any offense under sections
1028, 1541 through 1544, and 1546 of title 18,
United States Code;

(2) to retain the proceeds derived from the
disposition of the assets referred to in para-
graph (1);

(3) to participate in asset-sharing programs
conducted by the Department of Justice; and

(4) to retain earnings accruing on all assets
of foreign countries blocked by the President
pursuant to the International Emergency
Powers Act (50 U.S.C. 1701 et seq.) to carry
out the purposes of section 36 of the State
Department Basic Authorities Act of 1956.

Subtitle C—Commissions and Studies
SEC. 331. NATIONAL COMMISSION ON TERROR-
ISM.

(a) ESTABLISHMENT.—There is established a
commission to be known as the ‘“‘National
Commission on Terrorism’ (in this section
referred to as the ‘““Commission’).

(b) MEMBERSHIP.—

(1) NUMBER AND APPOINTMENT.—

(A) IN GENERAL.—The Commission shall be
composed of 11 members, appointed from per-
sons specially qualified by training and expe-
rience to perform the duties of the Commis-
sion, of whom—

(i) 3 shall be appointed by the Speaker of
the House of Representatives, and 1 shall be
appointed by the Minority Leader of the
House of Representatives;

(ii) 3 shall be appointed by the Majority
Leader of the Senate, and 1 shall be ap-
pointed by the Minority Leader of the Sen-
ate; and

(iit) 3 shall be appointed by the President.

(B) TIMING OF APPOINTMENTS.—The ap-
pointing authorities shall make their ap-
pointments to the Commission not later
than 45 days after the date of enactment of
this Act.

(2) DESIGNATION OF THE CHAIRPERSON AND
VICE CHAIRPERSON.—The Majority Leader of
the Senate, in consultation with Speaker of
the House of Representatives, shall designate
a chairperson from the members of the Com-
mission (in this section referred to as the
““Chairperson’’). The Speaker of the House of
Representatives and the Majority Leader of
the Senate shall jointly designate a vice
chairperson from the members of the Com-
mission (in this section referred to as the
“Vice Chairperson’).

(3) PERIOD OF APPOINTMENT; VACANCIES.—
Members shall be appointed for the life of
the Commission. Any vacancy in Commis-
sion membership shall not affect the exercise
of the Commission’s powers, and shall be
filled in the same manner as the original ap-
pointment.

(c) MEETINGS.—

(1) IN GENERAL.—Not later than 60 days
after the date on which all initial members
of the Commission are appointed under sub-
section (b), the Commission shall hold its
initial meeting. Each subsequent meeting of
the Commission shall be held at the call of
the Chairperson.

(2) QUORUM.—A majority of the members of
the Commission shall constitute a quorum,
but a lesser number of members may hold
hearings.

(d) SECURITY CLEARANCES.—Appropriate se-
curity clearances shall be required for each
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member of the Commission. Each such clear-
ance shall—

(1) be processed and completed on an expe-
dited basis by appropriate elements of the
executive branch of the Federal Government;
and

(2) to the extent practicable, be completed
not later than 90 days after the date on
which the member is appointed.

(e) APPLICATION OF CERTAIN PROVISIONS OF
LAW.—

(1) FEDERAL ADVISORY COMMITTEE ACT.—
The Federal Advisory Committee Act (5
U.S.C. App.), and the regulations issued pur-
suant to that Act, shall not apply to the
Commission.

(2) FREEDOM OF INFORMATION ACT.—

(A) IN GENERAL.—Except as provided in
subparagraph (B), section 552 of title 5, Unit-
ed States Code (commonly known as the
“Freedom of Information Act’), shall not
apply to the Commission.

(B) EXCEPTIONS.—Records of the Commis-
sion shall be subject to chapters 21 through
31 of title 44, United States Code. Any such
record that is transferred to the National Ar-
chives and Records Agency shall not be ex-
empt from section 552 of title 5, United
States Code.

(f) DUTIES OF THE COMMISSION.—

(1) IN GENERAL.—The Commission shall—

(A) prepare and transmit the reports de-
scribed in paragraph (2);

(B) examine the long-term strategy of the
Federal Government in addressing the threat
of international terrorism, including intel-
ligence capabilities, international coopera-
tion, military responses, and technological
capabilities;

(C) examine the efficacy and appropriate-
ness of efforts of the Federal Government to
prevent, detect, investigate, and prosecute
acts of terrorism, including—

(i) the coordination of counter terrorism
efforts among Federal departments and
agencies, and coordination by the Federal
Government of law enforcement with State
and local law enforcement entities in re-
sponding to terrorist threats and acts;

(i) the ability and utilization of counter-
intelligence or counterterrorism efforts to
infiltrate and disable or disrupt inter-
national terrorist organizations and the ac-
tivities of those organizations;

(iii) the impact of Federal immigration
laws and policies on acts of terrorism tran-
scending national boundaries;

(iv) the effectiveness of regulations and
practices in effect at the time of the exam-
ination relating to civil aviation safety and
security to prevent acts of terrorism, includ-
ing a study of—

(1) the desirability of assigning, on a per-
manent basis, personnel of the Federal Bu-
reau of Investigation at high-risk airports;
and

(I1) the practicality and desirability of
transferring authority for United States air-
port security to an entity other than the
Federal Aviation Administration;

(v) the extent and effectiveness of present
cooperative efforts with foreign nations to
prevent, detect, investigate, and prosecute
acts of terrorism; and

(vi)(I) the impact on counterterrorism ef-
forts in use at the time of the examination
attributable to the failure to expend and uti-
lize resources made available, and authority
delegated by law for the implementation of
enhanced counter terrorism activities; and

(1) the reasons why the resources referred
to in subclause (1) have not been expended in
a timely manner; and

(D) examine all laws (including statutes
and regulations) relating to—

(i) the collection and dissemination of per-
sonal information concerning individuals by
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law enforcement or other governmental enti-
ties; and

(ii) the necessity for additional protections
to prevent and deter the inappropriate col-
lection and dissemination of the information
referred to in clause (i).

(2) REPORTS.—

(A) INITIAL REPORT.—Not later than 2
months after the date on which the initial
meeting of the Commission is held, the Com-
mission shall transmit to the Committees on
the Judiciary of the House of Representa-
tives and the Senate, the Committee on For-
eign Relations of the Senate, the Committee
on International Relations of the House of
Representatives, the Select Committee on
Intelligence of the Senate, and the Perma-
nent Select Committee on Intelligence of the
House of Representatives a report setting
forth a plan for the work of the Commission.

(B) INTERIM REPORTS.—Prior to the submis-
sion of the report under subparagraph (C),
the Commission may issue such interim re-
ports as the Commission determines to be
necessary or appropriate.

(C) FINAL REPORT.—

(i) IN GENERAL.—

(1) SuBmissioN.—Not later than January 31,
1999, the Commission shall submit to the
President and to the Committee on the Judi-
ciary of the Senate, the Committee on the
Judiciary of the House of Representatives,
the Committee on Foreign Relations of the
Senate, the Committee on International Re-
lations of the House of Representatives, the
Select Committee on Intelligence of the Sen-
ate, and the Permanent Select Committee on
Intelligence of the House of Representatives,
a report that describes the activities, find-
ings, and recommendations of the Commis-
sion, including any recommendations for the
enactment of legislation that the Commis-
sion considers advisable.

(1) AVAILABILITY OF REPORT.—To the ex-
tent feasible, the final report shall be unclas-
sified and made available to the public. The
report shall be supplemented as necessary by
a classified report or annex that shall be pro-
vided separately to the President and the
committees of the Congress listed in sub-
clause (1).

(if) PROTECTION OF INDIVIDUALS.—Prior to
the submission of a report under this para-
graph—

(1) the Commission shall forward a draft of
the report to the Director of Central Intel-
ligence; and

(1) the Director of Central
shall—

(aa) review the report to ensure that dis-
closure of its contents will not endanger the
life or safety of any person; and

(bb) upon completion of the review,
promptly provide conclusions and rec-
ommendations to the Commission.

(g) POWERS.—

(1) HEARINGS.—The Commission or, at its
direction, any panel or member of the Com-
mission, may, for the purpose of carrying out
this section, hold hearings, sit and act at
times and places, take testimony, receive
evidence, and administer oaths to the extent
that the Commission or any panel or mem-
ber considers advisable.

(2) INFORMATION FROM FEDERAL AGENCIES.—
The Commission may secure directly from
any intelligence agency or from any other
Federal department or agency any informa-
tion that the Commission considers nec-
essary to enable the Commission to carry
out the responsibilities of the Commission
under this section. Upon request of the
Chairperson, the head of any such depart-
ment or agency expeditiously shall furnish
such information to the Commission, unless
the head of the department or agency deter-
mines that providing such information would
threaten national security, the health or
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safety of any individual, or the integrity of
an ongoing investigation or prosecution.

(3) POSTAL, PRINTING, AND BINDING SERV-
ICES.—The Commission may use the United
States mails and obtain printing and binding
services in the same manner and under the
same conditions as other departments and
agencies of the Federal Government.

(4) SUBCOMMITTEES.—

(A) IN GENERAL.—The Commission may es-
tablish panels composed of less than the full
membership of the Commission for the pur-
pose of carrying out the duties of the Com-
mission.

(B) ACTIONS OF PANELS.—The actions of
each such panel shall be subject to the re-
view and control of the Commission.

(C) FINDINGS AND DETERMINATIONS OF
PANEL.—ANy findings and determinations
made by such a panel shall not be considered
the findings and determinations of the Com-
mission unless approved by the Commission.

(5) AUTHORITY OF INDIVIDUALS TO ACT FOR
COMMISSION.—ANy member or agent of the
Commission may, if authorized by the Com-
mission, take any action that the Commis-
sion is authorized to take under this section.

(h) PERSONNEL MATTERS.—

(1) COMPENSATION OF MEMBERS.—Each
member of the Commission who is not other-
wise employed by the Federal Government
shall be paid, if requested, at a rate equal to
the daily equivalent of the annual rate of
basic pay payable for level V of the Execu-
tive Schedule under section 5316 of title 5,
United States Code, for each day (including
travel time) during which the member is en-
gaged in the performance of the duties of the
Commission. Each Federal officer or member
of the Commission who is otherwise an offi-
cer or employee of the Federal Government
(including any Member of Congress or mem-
ber of the Federal Judiciary) shall serve
without compensation in addition to that re-
ceived for services as an officer or employee
of the Federal Government.

(2) TRAVEL EXPENSES.—Each member of the
Commission shall be allowed travel expenses,
including per diem in lieu of subsistence, at
rates authorized for employees of agencies
under subchapter |1 of chapter 57 of title 5,
United States Code, while away from their
homes or regular places of business in the
performance of services for the Commission.

(3) STAFF.—

(A) IN GENERAL.—

(i) IN GENERAL.—The Chairperson may,
without regard to the provisions of title 5,
United States Code, governing appointments
in the competitive service, appoint a staff di-
rector and such additional personnel as may
be necessary to enable the Commission to
perform its duties.

(ii) STAFF DIRECTOR.—The staff director of
the Commission shall be a representative of
the private sector. The appointment shall be
subject to the approval of the Commission as
a whole.

(B) COMPENSATION.—The Chairperson may
fix the pay of the staff director and other
personnel without regard to the provisions of
chapter 51 and subchapter 111 of chapter 53 of
title 5, United States Code, relating to clas-
sification of positions and General Schedule
pay rates, except that—

(i) the rate of pay fixed under this para-
graph for the staff director may not exceed
the rate payable for level V of the Executive
Schedule under section 5316 of such title; and

(ii) the rate of pay for other personnel may
not exceed the maximum rate payable for
grade GS-15 of the General Schedule.

(4) DETAIL OF GOVERNMENT EMPLOYEES.—
Upon the request of the Chairperson, the
head of any Federal department or agency
may detail, on a nonreimbursable basis, any
personnel of that department or agency to
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the Commission to assist it in carrying out
its administrative and clerical functions.

(5) PROCUREMENT OF TEMPORARY AND INTER-
MITTENT SERVICES.—The Chairperson may
procure temporary and intermittent services
under section 3109(b) of title 5, United States
Code, at rates for individuals which do not
exceed the daily equivalent of the annual
rate of basic pay payable for level V of the
Executive Schedule under section 5316 of
such title.

(i) PAYMENT OF COMMISSION EXPENSES.—
The compensation, travel expenses, per diem
allowances of members and employees of the
Commission, and other expenses of the Com-
mission shall be paid equally out of funds
available to the Attorney General, the Sec-
retary of Defense, and the Secretary of State
for the payment of compensation, travel al-
lowances, and per diem allowances, respec-
tively, of employees of the Department of
Justice, the Department of Defense, and the
Department of State.

(J) TERMINATION OF THE COMMISSION.—The
Commission shall terminate 1 month after
the date on which the final report is submit-
ted under subsection (f)(2)(C).

TITLE IV—COMMUNITY PROTECTION
SEC. 401. SHORT TITLE.

This title may be cited as the “Community
Protection Initiative of 1997,
Subtitle A—Law Enforcement Assistance
SEC. 411. EXEMPTION OF QUALIFIED CURRENT
AND FORMER LAW ENFORCEMENT
OFFICERS FROM STATE LAWS PRO-
HIBITING THE CARRYING OF CON-
CEALED FIREARMS.
(a) IN GENERAL.—Chapter 44 of title 18,
United States Code, is amended by inserting
after section 926A the following:

“8926B. Carrying of concealed firearms by
qualified current and former law enforce-
ment officers

“(@) IN GENERAL.—Notwithstanding any
provision of the law of any State or any po-
litical subdivision of a State, an individual
may carry a concealed firearm if that indi-
vidual is—

““(1) a qualified law enforcement officer or
a qualified former law enforcement officer;
and

““(2) carrying appropriate written identi-
fication.

““(b) EFFECT ON OTHER LAWS.—

““(1) CoMMON CARRIERS.—Nothing in this
section shall be construed to exempt from
section 46505(B)(1) of title 49—

“(A) a qualified law enforcement officer
who does not meet the requirements of sec-
tion 46505(D) of title 49; or

““(B) a qualified former law enforcement of-
ficer.

“(2) FEDERAL LAWS.—Nothing in this sec-
tion shall be construed to supersede or limit
any Federal law or regulation prohibiting or
restricting the possession of a firearm on
any Federal property, installation, building,
base, or park.

““(3) STATE LAwSs.—Nothing in this section
shall be construed to supersede or limit the
laws of any State that—

““(A) grant rights to carry a concealed fire-
arm that are broader than the rights granted
under this section;

“(B) permit private persons or entities to
prohibit or restrict the possession of con-
cealed firearms on their property; or

““(C) prohibit or restrict the possession of
firearms on any State or local government

property, installation, building, base, or
park.

““(4) DEFINITIONS.—In this section:

“(A) APPROPRIATE WRITTEN IDENTIFICA-

TION.—The term ‘appropriate written identi-
fication’ means, with respect to an individ-
ual, a document that—
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“(i) was issued to the individual by the
public agency with which the individual
serves or served as a qualified law enforce-
ment officer; and

““(ii) identifies the holder of the document
as a current or former officer, agent, or em-
ployee of the agency.

“(B) QUALIFIED LAW ENFORCEMENT OFFI-
CER.—The term ‘qualified law enforcement
officer’ means an individual who—

“(i) is presently authorized by law to en-
gage in or supervise the prevention, detec-
tion, or investigation of any violation of
criminal law;

‘(i) is authorized by the agency to carry a
firearm in the course of duty;

“(iif) meets any requirements established
by the agency with respect to firearms; and

“(iv) is not the subject of a disciplinary ac-
tion by the agency that prevents the carry-
ing of a firearm.

““(C) QUALIFIED FORMER LAW ENFORCEMENT
OFFICER.—The term ‘qualified former law en-
forcement officer’ means, an individual who
is:

“(i) retired from service with a public
agency, other than for reasons of mental dis-
ability;

“(ii) immediately before such retirement,
was a qualified law enforcement officer with
that public agency;

“(iif) has a nonforfeitable right to benefits
under the retirement plan of the agency;

““(iv) was not separated from service with a
public agency due to a disciplinary action by
the agency that prevented the carrying of a
firearm;

““(v) meets the requirements established by
the State in which the individual resides
with respect to—

“(1) training in the use of firearms; and

“(11) carrying a concealed weapon; and

““(vi) is not prohibited by Federal law from
receiving a firearm.

‘(D) FIREARM.—The term ‘firearm’ means,
any firearm that has, or of which any compo-
nent has, traveled in interstate or foreign
commerce.”.

(b) CLERICAL AMENDMENT.—The chapter
analysis for chapter 44 of title 18, United
States Code, is amended by inserting after
the item relating to section 926A the follow-
ing:

‘“926B. Carrying of concealed firearms by
qualified current and former
law enforcement officers.””.

Subtitle B—Citizens’ Assistance

SEC. 421. SHORT TITLE.

This subtitle may be cited as the ‘‘Citizens’
Assistance Act of 1997"".

SEC. 422. AUTHORIZATION TO ENTER

INTERSTATE COMPACTS.

(@) IN GENERAL.—The consent of Congress
is hereby given to any 2 or more States—

(1) to enter into compacts or agreements
for cooperative effort in enabling individuals
to carry concealed weapons as dictated by
laws of the State within which the owner of
the weapon resides and is authorized to carry
a concealed weapon; and

(2) to establish agencies or guidelines as
they may determine to be appropriate for
making effective such agreements and com-
pacts.

(b) RESERVATION OF RIGHTS.—The right to
alter, amend, or repeal this section is hereby
expressly reserved by Congress.

SEC. 423. AUTHORIZED USES OF FEDERAL GRANT

FUNDS.

(a) IN GENERAL.—Section 501(b) of the Om-
nibus Crime Control and Safe Streets Act of
1968 (42 U.S.C. 3751(b)) is amended—

(1) in paragraph (25), by striking “‘and” at
the end;

(2) in paragraph (26), by striking the period
and inserting ‘‘; and’’; and

(3) by adding at the end the following:

INTO

CONGRESSIONAL RECORD —SENATE

“(27) at the discretion of State or local law
enforcement authorities, to train members
of the public in the safe possession, owner-
ship, handling, carry, and use of firearms, in-
cluding handguns.”’.

(b) EVALUATING DATA BAN.—Section 501(c)
of the Omnibus Crime Control and Safe
Streets Act of 1968 (42 U.S.C. 3751(c)) is
amended—

(1) by striking ‘““Each” and inserting the
following:

‘(1) IN GENERAL.—Each’’;

(2) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively,
and indenting appropriately;

(2) adding at the end the following:

“(2) COLLECTION AND USE OF DATA.—

“(A) IN GENERAL.—As a part of any evalua-
tion required by paragraph (1) or otherwise,
the Attorney General may not require the
collection, and a grant recipient may not un-
dertake any collection, of any data about
any person who participates in any program
funded under this section for the purpose of
training members of the public in the safe
possession, ownership, handling, carry, and
use of firearms, including handguns, other
than data necessary to determine whether
such a member lawfully may possess a fire-
arm.

‘“(B) DESTRUCTION OF DATA.—AnNy data de-
scribed in subparagraph (A) shall be de-
stroyed by any party in possession of that
data not later than 7 days after the date on
which it is collected or once a member of the
public receives the training offered, which-
ever comes first.”.

SEC. 424. SELF DEFENSE FOR VICTIMS OF ABUSE.

Section 922(s)(1)(B) of title 18, United
States Code, is amended—

(1) by striking ‘“‘the transferee has’’ and in-
serting ‘“the transferee—

‘(i) has; and

(2) by adding at the end the following: ‘‘or

“(ii) is named as a person protected under
a court order described in subsection (g)(8).”.

TITLE V—CRIMINAL PROCEDURE
IMPROVEMENTS

Subtitle A—Equal Protection for Victims

SEC. 501. THE RIGHT OF THE VICTIM TO AN IM-
PARTIAL JURY.

Rule 24(b) of the Federal Rules of Criminal
Procedure is amended by striking ‘‘the gov-
ernment is entitled to 6 peremptory chal-
lenges and the defendant or defendants joint-
ly to 10 peremptory challenges’ and insert-
ing ‘“‘each side is entitled to 10 peremptory
challenges™.

SEC. 502. JURY TRIAL IMPROVEMENTS.

(a) JURIES OF 6.—

(1) IN GENERAL.—Rule 23(b) of the Federal
Rules of Criminal Procedure is amended—

(A) by striking ‘““JURY OF LESS THAN
TwELVE. JURIES” and inserting the follow-
ing:

““(b) NUMBER OF JURORS.—

““(1) IN GENERAL.—Except as provided in
subsection (2), juries’’; and

(B) by adding at the end the following:

““(2) JURIES OF 6.—Juries may be of 6 upon
request in writing by the defendant with the
approval of the court and the consent of the
government.”.

(2) ALTERNATE JURORS.—Rule 24(c) of the
Federal Rules of Criminal Procedure is
amended by inserting after the first sentence
the following: “‘In the case of a jury of 6, the
court shall direct that not more than 3 ju-
rors in addition to the regular jury be called
and impanelled to sit as alternate jurors.”.

(b) CAPITAL CASES.—Section 3593(b) of title
18, United States Code, is amended by strik-
ing the last sentence and inserting the fol-
lowing: ““A jury impanelled pursuant to para-
graph (2) may be made of 6 upon request in
writing by the defendant with the approval
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of the court and the consent of the govern-
ment. Otherwise, such jury shall be made of
12, unless, at any time before the conclusion
of the hearing, the parties stipulate, with
the approval of the court, that it shall con-
sist of a lesser number.”.

SEC. 503. REBUTTAL OF ATTACKS ON THE CHAR-

ACTER OF THE VICTIM.

Rule 404(a)(1) of the Federal Rules of Evi-
dence is amended by inserting before the
semicolon the following: “‘, or, if an accused
offers evidence of a pertinent trait of char-
acter of the victim of the crime, evidence of
a pertinent trait of character of the accused
offered by the prosecution’.

SEC. 504. USE OF NOTICE CONCERNING RELEASE
OF OFFENDER.

Section 4042(b) of title 18, United States
Code, is amended by striking paragraph (4).
SEC. 505. BALANCE IN THE COMPOSITION OF

RULES COMMITTEES.

Section 2073 of title 28, United States Code,
is amended—

(1) in subsection (a)(2), by adding at the
end the following: ““‘On each such committee
that makes recommendations concerning
rules that affect criminal cases, including
the Federal Rules of Criminal Procedure, the
Federal Rules of Evidence, the Federal Rules
of Appellate Procedure, the Rules Governing
Section 2254 Cases, and the Rules Governing
Section 2255 Cases, the number of members
who represent or supervise the representa-
tion of defendants in the trial, direct review,
or collateral review of criminal cases shall
not exceed the number of members who rep-
resent or supervise the representation of the
Government or a State in the trial, direct re-
view, or collateral review of criminal
cases.”’; and

(2) in subsection (b), by adding at the end
the following: “The number of members of
the standing committee who represent or su-
pervise the representation of defendants in
the trial, direct review, or collateral review
of criminal cases shall not exceed the num-
ber of members who represent or supervise
the representation of the Government or a
State in the trial, direct review, or collateral
review of criminal cases.”.

Subtitle B—Firearms
MANDATORY MINIMUM SENTENCES
FOR CRIMINALS POSSESSING FIRE-
ARMS.

Section 924(c) of title 18, United States
Code, is amended—

(1) by striking ‘“(c)”” and all that follows
through ““(2)”” and inserting the following:

““(c) POSSESSION OF FIREARM DURING COM-
MISSION OF CRIME OF VIOLENCE OR DRUG
TRAFFICKING CRIME.—

““(1) TERM OF IMPRISONMENT.—

“(A) IN GENERAL.—Except to the extent
that a greater minimum sentence is other-
wise provided by this subsection or by any
other provision of law, any person who, dur-
ing and in relation to any crime of violence
or drug trafficking crime (including a crime
of violence or drug trafficking crime that
provides for an enhanced punishment if com-
mitted by the use of a deadly or dangerous
weapon or device) for which a person may be
prosecuted in a court of the United States,
uses, carries, or possesses a firearm shall, in
addition to the punishment provided for such
crime of violence or drug trafficking crime—

‘(i) be sentenced to a term of imprison-
ment of not less than 5 years;

“(ii) if the firearm is discharged, be sen-
tenced to a term of imprisonment of not less
than 10 years; and

“(iii) if the death of any person results, be
sentenced to a term of imprisonment for life
or sentenced to death.

““(B) EXCEPTION FOR CERTAIN OFFENSES.—If
the firearm possessed by a person convicted
of a violation of this subsection—

SEC. 521.
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‘(i) is a short-barreled rifle, short-barreled
shotgun, or semiautomatic assault weapon,
the person shall be—

“(1) sentenced to a term of imprisonment
of not less than 10 years; and

“(11) if the death of any person results, sen-
tenced to a term of imprisonment for life or
sentenced to death; and

“(ii) is a machinegun or a destructive de-
vice, or is equipped with a firearm silencer
or firearm muffler, the person shall be—

“(1) sentenced to a term of imprisonment
of not less than 30 years; and

“(I1) if the death of any person results, sen-
tenced to a term of imprisonment for life or
sentenced to death.

““(C) EXCEPTION FOR CERTAIN OFFENDERS.—
In the case of a second or subsequent convic-
tion under this subsection, a person shall be
sentenced to a term of imprisonment for life.

‘““(D) PROBATION AND CONCURRENT SEN-
TENCES.—Notwithstanding any other provi-
sion of law—

““(i) a court shall not place on probation or
suspend the sentence of any person convicted
of a violation of this subsection; and

“(if) no term of imprisonment imposed on
a person under this subsection shall run con-
currently with any other term of imprison-
ment imposed on the person, including any
term of imprisonment imposed for the crime
of violence or drug trafficking crime during
which the firearm was used, carried, or pos-
sessed.

““(2) DEFINITION OF
CRIME’.—""; and

(2) in paragraph (3)—

(A) by striking ““(3) For’” and inserting the
following:

““(3) DEFINITION OF ‘CRIME OF VIOLENCE’.—
For”’; and

(B) by indenting each of subparagraphs (A)
and (B) 2 ems to the right.

SEC. 522. FIREARMS POSSESSION BY VIOLENT
FELONS AND SERIOUS DRUG OF-
FENDERS.

Section 924 of title 18, United States Code,
is amended—

(1) in subsection (a)(1), by inserting before
the period the following: *“, and if the viola-
tion is of section 922(g)(1) by a person who
has a previous conviction for a violent felony
(as defined in subsection (e)(2)(B)) or a seri-
ous drug offense (as defined in subsection
(©)(2)(A)), a sentence imposed under this
paragraph shall include a term of imprison-
ment of not less than 10 years’’; and

(2) by adding at the end the following:

“(0)(1) Notwithstanding paragraph (2), any
person who violates section 922(g) and has 2
previous convictions by any court referred to
in section 922(g)(1) for a violent felony (as de-
fined in subsection (e)(2)(B)) or a serious
drug offense (as defined in subsection
(©)(2)(A)) committed on different occasions
shall be fined as provided in this title, im-
prisoned not less than 20 years.

“(2) Notwithstanding any other law, the
court shall not grant a probationary sen-
tence to a person described in paragraph (1)
with respect to the conviction under section
922(g).”.

SEC. 523. USE OF FIREARMS IN CONNECTION
WITH COUNTERFEITING OR FOR-
GERY.

Section 924(c)(1) of title 18, United States
Code, is amended in the first sentence by in-
serting ‘‘or during and in relation to any fel-
ony punishable under chapter 25, after
“United States,”’.

SEC. 524. POSSESSION OF AN EXPLOSIVE DURING
THE COMMISSION OF A FELONY.

Section 844(h) of title 18, United States
Code, is amended—

(1) in paragraph (2), by striking ‘“‘carries an
explosive during’ and inserting ‘“‘uses, car-
ries, or otherwise possesses an explosive dur-
ing”’; and

‘DRUG TRAFFICKING
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(2) by striking ‘“‘used or carried” and in-
serting ‘‘used, carried, or possessed”’.

SEC. 525. SECOND OFFENSE OF USING AN EXPLO-
SIVE TO COMMIT A FELONY.

Section 844(h) of title 18, United States
Code, is amended by striking ‘10" and in-
serting ““20”.

SEC. 526. INCREASED PENALTIES FOR INTER-
NATIONAL DRUG TRAFFICKING.

(a) IN GENERAL.—Section 1010 of the Con-
trolled Substances Import and Export Act (21
U.S.C. 960) is amended by adding at the end
the following:

“(e)(1) Notwithstanding any other provi-
sion of law, the court shall sentence a person
convicted of a violation of subsection (a),
consisting of bringing into the United States
a mixture or substance—

“(A) which is described in subsection (b)(1);
and

““(B) in an amount the Attorney General by
rule has determined is equal to 100 usual dos-
age amounts of such mixture or substance;
to imprisonment for life without possibility
of release. If the defendant has violated this
subsection on more than one occasion and
the requirements of chapter 228 of title 18,
United States Code, are satisfied, the court
shall sentence the defendant to death.

““(2) The maximum fine that otherwise may
be imposed, but for this subsection, shall not
be reduced by operation of this subsection.””

(b) INCLUSION OF OFFENSE.—Section 3591(b)
of title 18, United States Code, is amended—

(1) by striking ‘“‘or’’ at the end of paragraph
2);

(2) by striking the comma at the end of
paragraph (2) and inserting ‘‘; or’’ at the end
of paragraph (2); and

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

“(3) an offense described in section
1010(e)(1) of the Controlled Substances Im-
port and Export Act;”’

(c) ADDITIONAL AGGRAVATING FACTOR.—
Section 3592(d) of title 18, United States
Code, is amended by inserting after para-
graph (8) the following:

““(9) SECOND IMPORTATION OFFENSE.—The
offense consisted of a second or subsequent
violation of section 1010(a) of the Controlled
Substances Import and Export Act consist-
ing of bringing a controlled substance into
the United States.”.

Subtitle C—Federal Death Penalty
SEC. 541. STRENGTHENING OF FEDERAL DEATH
PENALTY STANDARDS AND PROCE-
DURES.

(a) AMENDMENTS TO CHAPTER 228.—Chapter
228 of title 18, United States Code, is amend-
ed—

(1) in section 3592(c), by striking paragraph
(2) and inserting the following:

““(2) INVOLVEMENT OF A FIREARM OR PRE-
VIOUS CONVICTION OF VIOLENT FELONY INVOLV-
ING A FIREARM.—For any offense, other than
an offense for which a sentence of death is
sought on the basis of section 924(c), the de-
fendant—

“(A) during and in relation to the commis-
sion of the offense or in escaping or attempt-
ing to escape apprehension used or possessed
a firearm (as defined in section 921); or

‘“(B) has previously been convicted of a
Federal or State offense punishable by a
term of imprisonment of more than 1 year,
involving the use or attempted or threatened
use of a firearm (as defined in section 921)
against another person.”;

(2) in section 3593—

(A) in subsection (a)—

(i) in the heading, by inserting ‘“AND THE
DEFENDANT” after “GOVERNMENT’’;

(ii) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively,
and indenting appropriately;

(iii) by striking “If, in a case’ and insert-
ing the following:
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“(1) IN GENERAL.—If, in a case’’;

(iv) by designating the matter imme-
diately following subparagraph (B), as redes-
ignated, as paragraph (3), and indenting ap-
propriately;

(v) by inserting after paragraph (1) as re-
designated, the following:

““(2) NOTICE OF ANY MITIGATING FACTORS.—
The defendant shall, during a reasonable pe-
riod of time before a hearing under sub-
section (b), sign and file with the court a no-
tice setting forth the mitigating factor or
factors, if any, upon which the defendant in-
tends to present information at the hear-
ing.”’; and

(vi) in paragraph (3), as redesignated—

() by inserting ‘“‘by the attorney for the
Government’’ after ‘“this subsection’’;

(1) by striking *“, and may include’’ and all
that follows through ‘‘relevant informa-
tion™;

(111) by inserting ‘“‘or the defendant’ after
“‘permit the attorney for the government’’;
and

(IV) by inserting ‘“‘under this subsection”
after ‘“to amend the notice”.

(B) in subsection (c)—

(i) in the fourth sentence, by inserting ‘‘for
which notice has been provided under sub-
section (a)” after ‘“The defendant may
present any information relevant to a miti-
gating factor’’; and

(ii) by inserting after the fifth sentence the
following: ““The information presented by
the government in support of factors con-
cerning the effect of the offense on the vic-
tim and the family of the victim may in-
clude oral testimony, a victim impact state-
ment that identifies the victim of the offense
and the nature and extent of harm and loss
suffered by the victim and the family of the
victim, and any other relevant informa-
tion.”’; and

(C) in subsection (e), by striking ‘‘shall
consider’” and all that follows through “‘less-
er sentence.” and inserting ‘‘shall then con-
sider whether the aggravating factor or fac-
tors found to exist outweigh any mitigating
factors. The jury, or if there is no jury, the
court shall recommend a sentence of death if
it unanimously finds not less than 1 aggra-
vating factor and no mitigating factor or if
it finds one or more aggravating factors that
outweigh any mitigating factors. In any
other case, it shall not recommend a sen-
tence of death. The jury shall be instructed
that it must avoid any influence of sym-
pathy, sentiment, passion, prejudice, or
other arbitrary factors in its decision, and
shall make such a recommendation as the in-
formation warrants. The jury shall be in-
structed that its recommendation concern-
ing a sentence of death is to be based on the
aggravating factor or factors and any miti-
gating factor or factors, but that the final
decision whether any evidence, in fact, is ag-
gravating or mitigating and concerning the
balance of aggravating and mitigating fac-
tors is a matter for the judgment of the
jury.”; and

(3) in section 3595(c)(2), by striking the last
sentence.

(b) UNIFORMITY OF PROCEDURES.—Section
408 of the Controlled Substances Act (21
U.S.C. 848) is amended—

(1) by striking subsections (g) through (p),
(g) (1) through (3), and (r); and

(2) in subsection (q) by—

(A) redesignating paragraphs (4) through
(10) as paragraphs (1) through (7), respec-
tively; and

(B) inserting ‘‘(g)”’ before ‘““(1)”’ as redesig-
nated.

(c) DEATH DURING COMMISSION OF ANOTHER
CRIME.—Section 3592(c)(1) of title 18, United
States Code, is amended by striking ‘‘of, or
during the immediate flight from the com-
mission of,” and inserting ‘“‘of a felony, or
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during the immediate flight from the com-
mission of a felony, including”.

(d) AGGRAVATING FACTORS.—Section 3592(c)
of title 18, United States Code, is amended by
inserting immediately after paragraph (15)
the following:

““(16) OTHER CIRCUMSTANCES.—With regard
to the capital offense—

“(A) the victim was a custodial parent or
legal guardian of a child who was less than 18
years of age;

“(B) the offense was committed by a per-
son imprisoned as a result of a felony convic-
tion;

“(C) the offense was committed for the
purpose of disrupting or hindering the lawful
exercise of any government or political func-
tion;

“(D) the victim was found to have been
murdered due to the association of the vic-
tim with a particular group, gang, organiza-
tion, or other entity;

“(E) the offense was committed by a per-
son lawfully or unlawfully at liberty after
being sentenced to imprisonment as a result
of a felony conviction;

“(F) the offense was committed by means
of a destructive device, bomb, explosive, or
similar device that the defendant planted,
hid, or concealed in any place, area, dwell-
ing, building, or structure, or mailed or de-
livered, or caused to be planted, hidden, con-
cealed, mailed, or delivered, and the defend-
ant knew that the actions of the defendant
would create a great risk of death to human
life;

“(G) the offense was committed for the
purpose of avoiding or preventing an arrest
or effecting an escape from custody;

“(H) the victim was a current or former
judge or judicial officer of any civilian, mili-
tary, or tribal court of record in the United
States or the territories of the United
States, a law enforcement officer or official,
and the murder was intentionally carried out
in retaliation for, or to prevent the perform-
ance of, the official duties of the victim;

“(1) the defendant has been convicted of
more than one offense of murder in the first
or second degree either in the proceeding at
bar or as the result of any prior proceeding;

““(J) the victim was a witness or a relative
of a witness—

“(i) to a crime who was intentionally
Killed for the purpose of preventing the testi-
mony of any person in any judicial or admin-
istrative proceeding, and the killing was not
committed during the commission or at-
tempted commission of the crime to which
the testimony would be relevant; or

“(if) in a judicial or administrative pro-
ceeding and was intentionally killed in retal-
iation for the testimony of any person in
such proceeding;

“(K) the victim was an elected or ap-
pointed official of former official of the Fed-
eral, State, local, or tribal government, or a
relative of such an official, and the Killing
was intentionally carried out in retaliation
for, or to prevent the performance of, the of-
ficial duties of the victim;

““(L) the defendant intentionally killed the
victim while lying in wait;

“(M) the victim was intentionally Kkilled
because of the race, color, gender, religion,
nationality, or country of origin of the vic-
tim;

““(N) the victim was a juror in any court of
record in the Federal, State, or local system
in any State or judicial district, and the
murder was intentionally carried out in re-
taliation for, or to prevent the performance
of the official duties of the victim;

“(0) the murder was intentional and was
perpetrated by means of discharging a fire-
arm from a motor vehicle, whether or not
the motor vehicle was moving, intentionally
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at another person or persons outside the ve-
hicle;

““(P) the murder was committed against a
person who was held or otherwise detained as
a shield or hostage;

“(Q) the murder was committed against a
person who was held or detained by the de-
fendant for ransom or reward;

“(R) the defendant caused or directed an-
other to commit murder or committed mur-
der as an agent or employee of another per-
son;

““(S) the victim was pregnant;

“(T) the victim was handicapped or se-
verely disabled;

““(U) the victim was a child 16 years of age
or younger;

(V) at the time of the killing, the victim,
or a relative of the victim, was or had been
a nongovernmental informant or had other-
wise provided any investigative, law enforce-
ment, or police agency with information con-
cerning criminal activity, and the Killing
was in retaliation for the activities of any
person as a nongovernmental informant or in
providing information concerning criminal
activity to an investigative, law enforce-
ment, or police agency;

“(W) the murder was committed for the
purpose of interfering with the free exercise
or enjoyment by the victim of any right,
privilege, or immunity protected by the first
amendment to the Constitution of the Unit-
ed States or because the victim exercised or
enjoyed said right; and

“(X) the victim was employed in a jail, cor-
rectional facility, or halfway house, and was
murdered while in the lawful performance of
the duties of the victim or in retaliation for
the lawful performance of the duties of the
victim.”’.

SEC. 542. MURDER OF WITNESS AS AGGRAVATING
FACTOR.

Section 3592(c)(1) of title 18, United States
Code, is amended by inserting ‘‘section 1512
(witness tampering), section 1513 (retaliation
against witness),” after ‘‘(hostage taking),”.
SEC. 543. DEATH PENALTY FOR MURDERS COM-

MITTED IN THE DISTRICT OF CO-
LUMBIA.

(&) IN GENERAL.—Chapter 51 of title 18,
United States Code, is amended by adding at
the end the following:

“§1123. Capital punishment for murders in
the District of Columbia

‘“(a) OFFENSE.—It shall be unlawful to
cause the death of a person intentionally,
knowingly, or through recklessness mani-
festing extreme indifference to human life,
or to cause the death of a person through the
intentional infliction of serious bodily in-
jury.

““(b) FEDERAL JURISDICTION.—There is Fed-
eral jurisdiction over an offense described in
this section if the conduct resulting in death
or the death occurs in the District of Colum-
bia.

““(c) PENALTY.—AnN offense described in this
section is a class A felony. A sentence of
death may be imposed for an offense de-
scribed in this section as provided in this
section. Sections 3591 and 3592 of this title
shall apply in relation to capital sentencing
for an offense described in this section.

‘“(d) DEFINITIONS.—In this section—

‘(1) the term ‘State’ has the meaning stat-
ed in section 513;

“(2) the term ‘offense’, as used in para-
graphs (2), (5), and (13) of subsection (e), and
in paragraph (5) of this subsection, means an
offense under the law of a state or the United
States.

‘“(e) OTHER CHARGES.—If an offense is
charged under this section, the government
may join any charge under the District of
Columbia Code that arises from the same in-
cident.”.
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(b) TECHNICAL AMENDMENT.—The chapter
analysis for chapter 51 of title 18, United
States Code, is amended by adding at the end
the following:

““1123. Capital punishment for murders in the
District of Columbia.”.

TITLE VI—INCREASED PENALTIES FOR
TRAFFICKING AND MANUFACTURE OF
METHAMPHETAMINE AND PRECURSORS

SEC. 601. TRAFFICKING IN METHAMPHETAMINE
PENALTY INCREASES.

(a) CONTROLLED SUBSTANCES ACT.—

(€3] LARGE AMOUNTS.—Section
401(b)(1)(A)(viii) of the Controlled Substances
Act (21 U.S.C. 841(b)(1)(A)(viii)) is amended
by—

(A) striking ‘100 grams or more of meth-
amphetamine,” and inserting ‘50 grams or
more of methamphetamine,’’; and

(B) striking ‘1 kilogram or more of a mix-
ture or substance containing a detectable
amount of methamphetamine’ and inserting
‘500 grams or more of a mixture or sub-
stance containing a detectable amount of
methamphetamine’.

) SMALLER AMOUNTS.—Section
401(b)(1)(B)(viii) of the Controlled Substances
Act (21 U.S.C. 841(b)(1)(B)(viii)) is amended
by—

(A) striking ‘“10 grams or more of meth-
amphetamine,” and inserting ‘5 grams or
more of methamphetamine,’’; and

(B) striking ‘“100 grams or more of a mix-
ture or substance containing a detectable
amount of methamphetamine’ and inserting
‘50 grams or more of a mixture or substance
containing a detectable amount of meth-
amphetamine’.

(b) IMPORT AND EXPORT ACT.—

(1) LARGE AMOUNTS.—Section 1010(b)(1)(H)
of the Controlled Substances Import and Ex-
port Act (21 U.S.C. 960(b)(1)(H)) is amended
by—

(A) striking ‘100 grams or more of meth-
amphetamine,” and inserting ‘50 grams or
more of methamphetamine,”’; and

(B) striking ‘“‘1 kilogram or more of a mix-
ture or substance containing a detectable
amount of methamphetamine’” and inserting
‘500 grams or more of a mixture or sub-
stance containing a detectable amount of
methamphetamine’.

) SMALLER AMOUNTS.—Section
1010(b)(2)(H) of the Controlled Substances
Import and Export Act (21 U.S.C.960(b)(2)(H))
is amended by-

(A) striking ‘10 grams or more of meth-
amphetamine,” and inserting ‘5 grams or
more of methamphetamine,”’; and

(B) striking ‘“100 grams or more of a mix-
ture or substance containing a detectable
amount of methamphetamine’ and inserting
‘50 grams or more of a mixture or substance
containing a detectable amount of meth-
amphetamine’.

SEC. 602. REDUCTION OF SENTENCE FOR PRO-
VIDING USEFUL INVESTIGATIVE IN-
FORMATION.

Section 3553(e) of title 18, United States
Code, section 994(n) of title 28, United State
Code, and Rule 35(b) of the Federal Rules of
Criminal Procedure are each amended by
striking ‘“‘substantial assistance in the inves-
tigation or prosecution of another person
who has committed an offense’” and inserting
‘“‘substantial assistance in an investigation
of any offense or substantial assistance in an
investigation or prosecution of another per-
son who has committed an offense”.

SEC. 603. IMPLEMENTATION OF A SENTENCE OF
DEATH.

(a) IN GENERAL.—Section 3596(a) of title 18,
United States Code, is amended—

(1) by striking ‘‘pursuant to this chapter’’;
and

(2) in the second sentence, by striking ““in
the manner’” and all that follows through the
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end of the subsection and inserting ‘‘pursu-
ant to regulations promulgated by the Attor-
ney General.”.

(b) REGULATIONS.—Not later than 6 months
after the date of enactment of this Act, the
Attorney General shall promulgate regula-
tions to provide for the implementation of a
sentence of death under section 3596 of title
18, United State Code.

(c) IN GENERAL.—Section 3597 of title 18,
United States Code, is amended—

(1) by striking the section designation and
the section heading and inserting the follow-
ing:

“83597. Use of facilities and employees”;

(2) by striking subsection (a) and inserting
the following:

““(a) IN GENERAL.—A United States marshal
charged with supervising the implementa-
tion of a sentence of death shall use appro-
priate Federal facilities for that purpose.”’;
and

(3) in subsection (b), by striking
State department of corrections,”.

(d) TECHNICAL AMENDMENT.—The chapter
analysis for chapter 228 of title 18, United
States Code, is amended by striking item re-
lating to section 3597 and inserting the fol-
lowing:

any

‘“3597. Use of facilities and employees.”.
SEC. 604. LIMITATION ON DRUG ENFORCEMENT
ADMINISTRATOR TENURE.

(@) IN GENERAL.—The term of office of the
Administrator of the Drug Enforcement
Agency (as established by section 5(a) of the
Reorganization Plan No. 2 of 1973 (5 U.S.C.
App.)) shall be for not more than a single 10-
year period.

(b) ApPLICABILITY.—This section does not
apply to the individual who is serving as the
Administrator of the Drug Enforcement
Agency on the date of enactment of this Act,
unless that individual is reappointed to the
position on or after the date of enactment of
this Act.

SEC. 605. SERIOUS JUVENILE DRUG OFFENSES AS
ARMED CAREER CRIMINAL ACT
PREDICATES.

Section 924(e)(2)(A) of title 18, United
States Code, is amended—
(1) in clause (i), by striking “‘or” at the

end;

(2) in clause (ii), by adding “or’’ at the end;
and

(3) by adding at the end the following:

“(iif) any act of juvenile delinquency,
under Federal or State law, that, if commit-
ted by an adult, would be an offense de-
scribed in clause (i) or (ii).”".

SEC. 606. MANDATORY MINIMUM PRISON SEN-
TENCES FOR PERSONS WHO USE MI-
NORS IN DRUG TRAFFICKING AC-
TIVITIES OR SELL DRUGS TO MI-
NORS.

(a) EMPLOYMENT OF PERSONS UNDER 18
YEARS OF AGE.—Section 420 of the Controlled
Substances Act (21 U.S.C. 861) is amended—

(1) in subsection (b), by striking the second
sentence and inserting the following: “Ex-
cept to the extent that a greater minimum
sentence is otherwise provided, a term of im-
prisonment of a person 21 or more years of
age convicted under this subsection shall be
not less than 10 years, and a term of impris-
onment of a person between the ages of 18
and 21 convicted under this subsection shall
be not less than 3 years. Notwithstanding
any other provision of law, the court shall
not place on probation or suspend the sen-
tence of any person sentenced under the pre-
ceding sentence.”’; and

(2) in subsection (c)—

(A) by striking ‘‘one year’ and inserting ‘6
years’’;

(B) by inserting after the second sentence
the following: ‘“Except to the extent that a
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greater minimum sentence is otherwise pro-
vided, a term of imprisonment of a person 21
or more years of age convicted under this
subsection shall be a mandatory term of life
imprisonment. Notwithstanding any other
provision of law, the court shall not place on
probation or suspend the sentence of any
person sentenced under the preceding sen-
tence.”’; and

(C) in the third sentence, by striking “‘Pen-
alties’ and inserting: ‘“Except to the extent
that a greater minimum sentence is other-
wise provided, penalties™.

(b) MANDATORY MINIMUM PRISON SEN-
TENCES FOR PERSONS CONVICTED OF DISTRIBU-
TION OF DRUGS TO MINORS.—

(1) IN GENERAL.—Section 418 of the Con-
trolled Substances Act (21 U.S.C. 859) is
amended—

(A) in subsection (a)

(i) by striking ‘“‘at least eighteen’” and in-
serting ‘“‘not less than 21"’;

(ii) by striking ‘““twenty-one’” and inserting
18"

(iii) by striking ‘“‘not less than one year”
and inserting ‘‘not less than 10 years’’; and

(iv) by striking the last sentence;

(B) in subsection (b)—

(i) by striking ‘“‘at least eighteen” and in-
serting ‘‘not less than 21"’;

(ii) by striking ‘““twenty-one’” and inserting
18"

(iit) by striking ‘“‘not less than one year”’
and inserting ‘“‘a mandatory term of life im-
prisonment’’; and

(iv) by striking the last sentence; and

(C) in the section heading, by striking
“TWENTY-ONE’’ and inserting ‘‘18”".

(2) TECHNICAL AMENDMENT.—The table of
contents for the Comprehensive Drug Abuse
Prevention and Control Act of 1970 is amend-
ed in the item relating to section 418 by
striking ““TWENTY-ONE”’ and inserting ‘‘18”".

(c) PENALTIES FOR DRUG OFFENSES IN DRUG-
FREE ZONES.—

(1) INCREASED PENALTIES.—Section 419 of
the Controlled Substances Act (21 U.S.C. 860)
is amended—

(A) in subsection (a)—

(i) by striking ‘““not less than one year’ and
inserting ‘‘not less than 5 years’’; and

(ii) by striking the last sentence;

(B) in subsection (b), by striking ‘“‘not less
than three years’” and inserting ‘‘not less
than 10 years’’; and

(C) by redesignating subsections (c), (d),
and (e) as subsections (d), (e), and (f), respec-
tively.

SEC. 607. PENALTY INCREASES FOR TRAFFICK-
ING IN LISTED CHEMICALS.

(a) CONTROLLED SUBSTANCES ACT.—Section
401(d) of the Controlled Substances Act (21
U.S.C. 841(d)) is amended by inserting before
the period at the end the following: “‘or, with
respect to a violation of paragraph (1) or (2)
of this subsection involving a list | chemical,
if the government proves the quantity of
controlled substance that could reasonably
have been manufactured in a clandestine set-
ting using the quantity of list I chemicals
possessed or distributed, the penalty cor-
responding to the quantity of controlled sub-
stance that could have been produced under
subsection (b)”’.

(b) CONTROLLED SUBSTANCE IMPORT AND EX-
PORT AcCT.—Section 1010(d) of the Controlled
Substances Import and Export Act (21 U.S.C.
960(d)) is amended by inserting before the pe-
riod at the end the following: *‘, or, with re-
spect to an importation violation of para-
graph (1) or (3) of this subsection involving a
list I chemical, if the government proves the
quality of controlled substance that could
reasonably have been manufactured in a
clandestine setting using the quantity of list
I chemicals imported, the penalty cor-
responding to the quantity of controlled sub-
stance that could have been produced under
title 11",

January 21, 1997

(c) DETERMINATION OF QUANTITY.—

(1) IN GENERAL.—For the purpose of this
section and the amendments made by this
section, the quantity of controlled substance
that could reasonably have been provided
shall be determined by using a table of man-
ufacturing conversion ratios for list | chemi-
cals.

(2) TABLE.—The table described in para-
graph (1) shall be—

(A) established by the United States Sen-
tencing Commission based on scientific, law
enforcement, and other data the Sentencing
Commission determines to be appropriate;
and

(B) dispositive of this issue.

TITLE VII—COMBATING VIOLENCE
AGAINST WOMEN AND CHILDREN
Subtitle A—General Reforms
SEC. 701. PARTICIPATION OF RELIGIOUS ORGANI-
ZATIONS IN VIOLENCE AGAINST

WOMEN ACT PROGRAMS.

Notwithstanding any other provision of
law, religious organizations shall be eligible
to participate in any grant program author-
ized pursuant to the Violence Against
Women Act of 1994 (Title IV of Public Law
103-322) which allow for the participation of
nongovernmental entities, programs, or
agencies, or any private organizations. No
Federal or State governmental agency re-
ceiving funds under any such program shall
discriminate against an organization on the
basis that the organization has a religious
character. Nothing in this section shall be
construed to preempt any provision of a
State constitution or State statute that pro-
hibits or restricts the expenditure of State
funds in or by religious organizations.

SEC. 702. DOMESTIC VIOLENCE ARREST GRANTS.

Paragraph (20) of section 1001(a) of title | of
the Omnibus Crime Control and Safe Streets
Act of 1968 is amended by striking ‘‘fiscal
year 1998’ and inserting ‘‘for each of the fis-
cal years 1998 and 1999.”’

SEC. 703. RURAL DOMESTIC VIOLENCE AND
CHILD ABUSE ENFORCEMENT AS-
SISTANCE.

Section 13971(c) of title 42 United States
Code is amended by striking ‘“‘fiscal year
1998 and inserting ‘“‘for each of the fiscal
years, 1998 and 1999.”’

SEC. 704. RUNAWAY, HOMELESS, AND STREET
YOUTH ASSISTANCE GRANTS.

Section 319(c)(3) of part A of the Runaway
and Homeless Youth Act (42 U.S.C. 5711 et
seq.) is amended by striking ‘‘fiscal year
1998 and inserting ‘“‘for each of the fiscal
years 1998 and 1999”".

Subtitle B—Domestic Violence
SEC. 711. DEATH PENALTY FOR FATAL INTER-
STATE DOMESTIC VIOLENCE OF-
FENSES.

Sections 2261(b)(1) and 2262(b)(1) of title 18,
United States Code, are each amended by in-
serting ‘““‘or may be sentenced to death,”
after ‘‘years,”.

SEC. 712. DEATH PENALTY FOR FATAL INTER-
STATE VIOLATIONS OF PROTECTIVE
ORDERS.

Section 2262 of title 18, United States Code,
is amended by inserting ‘‘or may be sen-
tenced to death,’ after ‘“‘years,”’.

SEC. 713. EVIDENCE OF DISPOSITION OF DE-
FENDANT TOWARD VICTIM IN DO-
MESTIC VIOLENCE CASES AND
OTHER CASES.

Rule 404(b) of the Federal Rules of Evi-
dence is amended by striking ‘“‘or absence of
mistake or accident” and inserting ‘‘absence
of mistake or accident, or a disposition to-
ward a particular individual,”.

SEC. 714. HIV TESTING OF DEFENDANTS IN SEX-
UAL ASSAULT CASES.

(a) IN GENERAL.—Chapter 109A of title 18,
United States Code, is amended by adding at
the end the following:
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“§2249. Testing for human immunodeficiency
virus; disclosure of test results to victim; ef-
fect on penalty
““(a) TESTING AT TIME OF PRETRIAL RE-

LEASE DETERMINATION.—

““(1) IN GENERAL.—IN a case in which a per-
son is charged with an offense under this
chapter, upon request of the victim, a judi-
cial officer issuing an order pursuant to sec-
tion 3142(a) shall include in the order a re-
quirement that a test for the human
immunodeficiency virus be performed upon
the person, and that followup tests for the
virus be performed 6 months and 12 months
following the date of the initial test, unless
the judicial officer determines that the con-
duct of the person created no risk of trans-
mission of the virus to the victim, and so
states in the order.

“(2) TiIMING.—The order shall direct that
the initial test be performed within 24 hours,
or as soon thereafter as feasible.

““(3) NO RELEASE FROM CUSTODY.—AnNy per-
son upon whom a test is performed under
this section—

“(A) shall not be released from custody
until the test is performed; and

“(B) unless indigent, shall be responsible
for paying for the test at the time the test is
performed.

““(b) TESTING AT LATER TIME.—

““(1) IN GENERAL.—If a person charged with
an offense under this chapter was not tested
for the human immunodeficiency virus pur-
suant to subsection (a), the court may at a
later time direct that such a test be per-
formed upon the person, and that followup
tests be performed 6 months and 12 months
following the date of the initial test, if it ap-
pears to the court that the conduct of the
person may have risked transmission of the
virus to the victim.

“(2) TIMING.—A testing requirement under
this subsection may be imposed at any time
while the charge is pending, or following
conviction at any time prior to the comple-
tion of service of the sentence by the person.

““(c) TERMINATION OF TESTING REQUIRE-
MENT.—A requirement of followup testing
imposed under this section shall be canceled
if any test is positive for the virus or the
person obtains an acquittal on, or dismissal
of, all charges under this chapter.

“‘(d) DISCLOSURE OF TEST RESULTS.—

“(1) IN GENERAL.—The results of any test
for the human immunodeficiency virus per-
formed pursuant to an order under this sec-
tion shall be provided to the judicial officer
or court.

““(2) DISCLOSURE TO VICTIM.—The judicial
officer or court shall ensure that the results
are disclosed to the victim (or to the parent
or legal guardian of the victim, as appro-
priate), the attorney for the government,
and the person tested.

““(3) APPLICABILITY OF OTHER LAW.—Test re-
sults disclosed pursuant to this subsection
shall be subject to section 40503(b) (5)
through (7) of the Violent Crime Control Act
of 1994 (42 U.S.C. 14011(b)).

““(4) COUNSELING.—AnNy test result of the
defendant given to the victim or the defend-
ant must be accompanied by appropriate
counseling, unless the recipient does not
wish to receive such counseling.

‘““(e) EFFECT ON PENALTY.—The United
States Sentencing Commission shall amend
the Federal sentencing guidelines for sen-
tences for offenses under this chapter to en-
hance the sentence if the offender knew or
had reason to know that the offender was in-
fected with the human immunodeficiency
virus, except if the offender did not engage
or attempt to engage in conduct creating a
risk of transmission of the virus to the vic-
tim.”.

(b) TECHNICAL AMENDMENT.—The chapter
analysis for chapter 109A of title 18, United
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States Code, is amended by inserting at the
end the following:

*‘2249. Testing for human immunodeficiency
virus; disclosure of test results
to victim; effect on penalty.”.

(c) AMENDMENTS TO TESTING PROVISIONS.—
Section 40503(b) of the Violent Crime Control
and Law Enforcement Act of 1994 (42 U.S.C.
14011(b)) is amended—

(1) by striking the subsection heading and
inserting the following:

““(b) TESTING OF DEFENDANTS.—";

(2) in paragraph (1)—

(A) by inserting ““, or the Government in
such a case,” after ‘“‘subsection (a)’’;

(B) by inserting ‘““‘(or to the parent or legal
guardian of the victim, as appropriate)”
after ‘“‘communicated to the victim’’; and

(C) by inserting “*, unless the recipient does
not wish to receive such counseling’ after
““‘counseling’; and

(3) in paragraph (2)—

(A) by striking ‘““to obtain an order under
paragraph (1), the victim must demonstrate
that’” and inserting ‘‘the victim or the Gov-
ernment may obtain an order under para-
graph (1) by showing that’’;

(B) in subparagraph (A)—

(i) by striking ‘“the offense’” and inserting
“‘a sexual assault involving alleged conduct
that poses a risk of transmission of the etio-
logic agent for acquired immune deficiency
syndrome”’; and

(ii) by inserting “‘and’’ after the semicolon;

(C) in subparagraph (B), by striking ‘“‘after
appropriate counseling; and”” and inserting a
period; and

(D) by striking subparagraph (C).

TITLE VIII—VIOLENT CRIME AND
TERRORISM

Subtitle A—Violent Crime and Terrorism

SEC. 801. AMENDMENTS TO ANTI-TERRORISM
STATUTES.

(a) EXPLOSIVE MATERIALS.—Section
844(f)(1) of title 18, United States Code, is
amended by inserting ‘“‘or any institution or
organization receiving Federal financial as-
sistance’ after “‘or agency thereof,”’; and

(b) BioLoGgIcAL WEAPONS.—(1)Section 178 of
title 18, United States Code, is amended by—

(A) in paragraph (1), striking ‘“means any
microorganism, virus, or infectious sub-
stance, or biological product that may be en-
gineered as a result of biotechnology or any
naturally occurring or bioengineered compo-
nent of any such microorganism, virus, in-
fectious substance, or biological product”
and inserting ‘“means any microorganism
(including bacteria, viruses, fungi,
rickettsiae or protozoa), or infectious sub-
stance, or any naturally occurring, bioengi-
neered or synthesized component of any such
microorganism or infectious substance’;

(B) in paragraph (2), striking ‘‘means the
toxic material of plants, animals, microorga-
nisms, viruses, fungi, or infectious sub-
stances, or a recombinant molecule, what-
ever its origin or method of production, in-
cluding’” and inserting ‘““means the toxic ma-
terial or product of plants, animals, micro-
organisms (including, but not limited to,
bacteria, viruses, fungi, rickettsiae or proto-
zoa), or infectious substances, or a recom-
binant or synthesized molecule, whatever
their origin and method of production, and
includes’; and

(C) in paragraph (4), striking ‘‘recombinant
molecule, or biological product that may be
engineered as a result of biotechnology’ and
inserting ‘‘recombinant or synthesized mol-
ecule”.

(2) Section 2332a of title 18, United States
Code, is amended by—

(A) In subsection (a), striking “‘, including
any biological agent, toxin, or vector (as
those terms are defined in section 178)’; and
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(B) in subsection (b)(2)(C), striking ‘‘dis-
ease organism’’ and inserting ‘“‘any biological
agent, toxin, or vector (as those terms are
defined in section 178 of this title)”.

SEC. 802. KIDNAPPING; DEATH OF VICTIM BE-
FORE CROSSING STATE LINE AS NOT
DEFEATING PROSECUTION, AND
OTHER CHANGES.

Section 1201(a) of title 18, United States
Code, is amended—

(1) by striking ‘“‘or’’ at the end of paragraph
(4); and

(2) by adding the following new paragraphs:

““(6) an individual travels in interstate or
foreign commerce in furtherance of the of-
fense; or

“(7) the mail or a facility in interstate or
foreign commerce is used in furtherance of
the offense;”.

SEC. 803. EXPANSION OF SECTION 1959 OF TITLE
18 TO COVER COMMISSION OF ALL
VIOLENT CRIMES IN AID OF RACK-
ETEERING ACTIVITY AND IN-
CREASED PENALTIES.

Section 1959(a) of title 18, United States
Code, is amended—

(1) by inserting ‘“‘or commits any other
crime of violence” before ‘“‘or threatens to
commit a crime of violence against’’;

(2) in paragraph (4), by inserting ‘‘commit-
ting any other crime of violence or for” be-
fore ““threatening to commit a crime of vio-
lence’, and by striking ‘‘five’”” and inserting
“ten”’;

(3) in paragraph (5) by striking ‘““ten” and
inserting “‘twenty’’;

(4) in paragraph (6) by striking ‘‘or’’ before
‘‘assault resulting in serious bodily injury,”’,
by inserting ‘“‘or any other crime of vio-
lence’ after those same words, and by strik-
ing ““three’” and inserting ‘“‘ten’’; and

(5) by inserting ‘““(as defined in section 1365
of this title)”” after ‘‘serious bodily injury”
the first place it appears.

SEC. 804. CONFORMING AMENDMENT TO CON-
SPIRACY PENALTY.

(a) FIREARMS.—Section 924 of title 18, Unit-
ed States Code, is amended by adding at the
end the following new subsection:

““(0) Except as otherwise provided in this
section, a person who conspires to commit
any offense defined in this chapter shall be
subject to the same penalties (including the
penalty of death) as those prescribed for the
offense the commission of which was the ob-
ject of the conspiracy.”.

(b) ExXPLOSIVES.—Section 844(n) of title 18,
United States Code, is amended by striking
“‘other than’ and inserting “‘including’.

SEC. 805. INCLUSION OF CERTAIN ADDITIONAL
SERIOUS DRUG OFFENSES AS
ARMED CAREER CRIMINAL ACT
PREDICATES.

Section 924(e)(2)(A)(ii) of title 18, United
States Code, is amended by inserting before
the semicolon the following: ‘“‘or which, if it
had been prosecuted as a violation of the
Controlled Substances Act (21 U.S.C. 801 et
seqg.) at the time of the offense and because
of the type and quantity of the controlled
substance involved, would have been punish-
able by a maximum term of imprisonment of
ten years or more”’.

SEC. 806. INCREASED PENALTIES FOR VIOLENCE
IN THE COURSE OF RIOT OFFENSES.

Section 2101(a) of title 18, United States
Code, is amended by striking ““Shall be fined
under this title, or imprisoned not more than
five years, or both” and inserting ‘‘Shall be
fined under this title or (i) if death results
from such act, be imprisoned for any term of
years or for life, or both, or may be sen-
tenced to death; (ii) if serious bodily injury
(as defined in section 1365 of this title) re-
sults from such act, be imprisoned for not
more than twenty years, or both; or (iii) in
any other case, be imprisoned for not more
than five years, or both”.
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SEC. 807. ELIMINATION OF UNJUSTIFIED
SCIENTER ELEMENT FOR
CARJACKING.

Section 2119 of title 18, United States Code,
is amended by striking “‘, with the intent to
cause death or serious bodily harm™.

SEC. 808. CRIMINAL OFFENSES COMMITTED OUT-
SIDE THE UNITED STATES BY PER-
SONS ACCOMPANYING THE ARMED
FORCES.

Title 18, United States Code, is amended by
adding after chapter 211 the following:
““CHAPTER 212—CRIMINAL OFFENSES COMMITTED

OUTSIDE THE UNITED STATES

“§3261. Criminal offenses committed by per-
sons formerly serving with, or presently
employed by or accompanying, the armed
forces outside the United States
“(a) Whoever, while serving with, em-

ployed by, or accompanying the armed forces
outside the United States, engages in con-
duct which would constitute an offense pun-
ishable by imprisonment for more than one
year if the conduct had been engaged in
within the special maritime and territorial
jurisdiction of the United States, shall be
guilty of a like offense and subject to a like
punishment.

““(b) Nothing contained in this chapter de-
prives courts-martial, military commissions,
provost courts, or other military tribunals of
concurrent jurisdiction with respect of of-
fenders or offenses that by statute or by the
law of war may be tried by courts-martial,
military commissions, provost courts, or
other military tribunals.

“(c) No prosecution may be commenced
under this section if a foreign government,
in accordance with jurisdiction recognized
by the United States, has prosecuted or is
prosecuting such person for the conduct con-
stituting such offense, except upon the ap-
proval of the Attorney General of the United
States or the Deputy Attorney General of
the United States (or a person acting in ei-
ther such capacity), which function of ap-
proval may not be delegated.”

“(d)(1) The Secretary of Defense may des-
ignate and authorize any person serving in a
law enforcement position in the Department
of Defense to arrest outside the United
States any person described in subsection (a)
of this section who there is probable cause to
believe engaged in conduct which constitutes
a criminal offense under such section.

“(2) A person arrested under paragraph (1)
of this section shall be released to the cus-
tody of civilian law enforcement authorities
of the United States for removal to the Unit-
ed States for judicial proceedings in relation
to conduct referred to in such paragraph un-
less—

““(A) such person is delivered to authorities
of a foreign country under section 3262 of
this title; or

““(B) such person has had charges preferred
against him under chapter 47 of title 10 for
such conduct.

“§3262. Delivery to authorities of foreign
countries
““(a) Any person designated and authorized

under section 3261(d) of this title may deliver

a person described in section 3261(a) of this

title to the appropriate authorities of a for-

eign country in which such person is alleged
to have engaged in conduct described in such
subsection (a) of this section if—

‘(1) the appropriate authorities of that
country request the delivery of the person to
such country for trial for such conduct as an
offense under the laws of that country; and

“(2) the delivery of such person to that
country is authorized by a treaty or other
international agreement to which the United
States is a party.

““(b) The Secretary of Defense shall deter-
mine what officials of a foreign country con-
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stitute appropriate authorities for the pur-
pose of this section.

“§3263. Regulations

““The Secretary of Defense shall issue regu-
lations governing the apprehension, deten-
tion, and removal of persons under this chap-
ter. Such regulations shall be uniform
throughout the Department of Defense.

“§3264. Definitions for chapter

As used in this chapter—

“(1) a person is ‘“employed by the armed
forces outside the United States”—

(i) if he or she is employed as a civilian
employee of a military department or of the
Department of Defense, as a Department of
Defense contractor, or as an employee of a
Department of Defense contractor;

(ii) is present or residing outside the Unit-
ed States in connection with such employ-
ment; and

(iii) is not a national of the host nation.

““(2) a person is ‘““accompanying the armed
forces outside the United States if he or
she—

(i) is a dependent of a member of the armed
forces;

(ii) is a dependent of a civilian employee of
a military department or of the Department
of Defense;

(iii) is residing with the member or civilian
employee outside the United States; and

(iv) is not a national of the host nation.”.
SEC. 809. ASSAULTS OR OTHER CRIMES OF VIO-

LENCE FOR HIRE.

Section 1958(a) of title 18, United States
Code, is amended by inserting ‘“‘or other fel-
ony crime of violence against the person”
after ““‘murder’’.

SEC. 810. PENALTY ENHANCEMENT FOR CERTAIN
OFFENSES RESULTING IN DEATH.

(a) MAILMEN.—Section 2114 of title 18, Unit-
ed States Code, is amended—

(1) by designating the existing matter as
subsection (a); and

(2) by adding a new subsection (b) as fol-
lows:

““(b) Whoever, in committing an offense de-
scribed in this section, or in avoiding or at-
tempting to avoid apprehension for the com-
mission of such offense, Kills any person
shall be punished by death or by imprison-
ment for life.”;

(b) CONTROLLED  SUBSTANCES.—Section
2118(c)(2) of title 18, United States Code, is
amended by striking all after “kills any per-
son” and inserting ‘‘shall be punished by
death or by imprisonment for life.”’;

(c) INTERSTATE DOMESTIC VIOLENCE.—Sec-
tions 2261(b)(1) and 2262(b)(1) of title 18, Unit-
ed States Code, are each amended by insert-
ing before the semicolon *‘, and may be sen-
tenced to death’’;

(d) ANIMAL ENTERPRISE TERRORISM.—Sec-
tion 43(b)(2) of title 18, United States Code, is
amended by inserting ‘‘or may be sentenced
to death” after “imprisoned for life or for
any term of years’’; and

(e) RACKETEERING.—Section 1952(a)(3)(B) of
title 18, United States Code, is amended by
inserting ‘‘or may be sentenced to death”
after “imprisoned for any term of years or
for life”.

SEC. 811. VIOLENCE DIRECTED AT DWELLINGS IN
INDIAN COUNTRY.

Section 1153(a) of title 18, United States
Code, is amended by inserting ‘‘or 1363’ after
‘‘section 661”.

Subtitle B—Courts and Sentencing
SEC. 821. ALLOWING A REDUCTION OF SENTENCE
FOR PROVIDING USEFUL INVESTIGA-
TIVE INFORMATION ALTHOUGH NOT
REGARDING A PARTICULAR INDIVID-
UAL.

Section 3553(e) of title 18, United States
Code, section 994(n) of title 28, United States
Code, and Rule 35(b) of the Federal Rules of
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Criminal Procedure are each amended by
striking ‘“‘substantial assistance in the inves-
tigation or prosecution of another person
who has committed an offense’ and inserting

‘“‘substantial assistance in an investigation

of any offense or the prosecution of another

person who has committed an offense’.

SEC. 822. APPEALS FROM CERTAIN DISMISSALS.

Section 3731 of title 18, United States Code,
is amended by inserting ‘‘or any part there-
of’” after ‘‘as to any one or more counts’.
SEC. 823. ELIMINATION OF OUTMODED CERTIFI-

CATION REQUIREMENT.

Section 3731 of title 18, United States Code,
is amended in the second paragraph by strik-
ing “, if the United States attorney certifies
to the district court that the appeal is not
taken for purpose of delay and that the evi-
dence is a substantial proof of a fact mate-
rial in the proceeding”.

SEC. 824. IMPROVEMENT OF HATE CRIMES SEN-
TENCING PROCEDURE.

Section 280003(b) of the Violent Crime Con-
trol and Law Enforcement Act of 1994 (28
U.S.C. 994 note) is amended by striking ‘“‘the
finder of fact at trial” and inserting ‘“‘the
court at sentencing”.

SEC. 825. CLARIFICATION OF LENGTH OF SUPER-
VISED RELEASE TERMS IN CON-
TROLLED SUBSTANCE CASES.

Section 401(b)(1) of the Controlled Sub-
stances Act (21 U.S.C. 841(b)(1)) is amended in
each of subparagraphs (A), (B), (C), and (D),
by striking ‘““Any sentence’” and inserting
“Notwithstanding section 3583 of title 18,
United States Code, any sentence”.

SEC. 826. AUTHORITY OF COURT TO IMPOSE A
SENTENCE OF PROBATION OR SU-
PERVISED RELEASE WHEN REDUC-
ING A SENTENCE OF IMPRISONMENT
IN CERTAIN CASES.

Section 3582(c)(1)(A) of title 18, United
States Code, is amended by inserting ““(and
may impose a sentence of probation or super-
vised release with or without conditions)”
after “may reduce the term of imprison-
ment”’.

SEC. 827. TECHNICAL CORRECTION TO ASSURE
COMPLIANCE  OF  SENTENCING
GUIDELINES WITH PROVISIONS OF
ALL FEDERAL STATUTES.

Section 994(a) of title 28, United States
Code, is amended by striking ‘‘consistent
with all pertinent provisions of this title and
title 18, United States Code,”” and inserting
‘“‘consistent with all pertinent provisions of
any Federal statute”.

Subtitle C—White Collar Crime

SEC. 841. CLARIFICATION OF SCIENTER RE-
QUIREMENT FOR RECEIVING PROP-
ERTY STOLEN FROM AN INDIAN
TRIBAL ORGANIZATION.

Section 1163 of title 18, United States Code,
is amended in the second paragraph by strik-
ing ‘““so”’.

SEC. 842. LARCENY INVOLVING POST OFFICE
BOXES AND POSTAL STAMP VEND-
ING MACHINES.

Section 2115 of title 18, United States Code,
is amended—

(1) by striking “‘or’’ before “‘any building”’;

(2) by inserting ‘“‘or any post office box or
postal stamp vending machine for the sale of
stamps owned by the Postal Service,” after
““‘used in whole or in part as a post office,”;

(3) by inserting ‘“‘or in such box or ma-
chine,”” after ‘“‘so used”.

SEC. 843. THEFT OF VESSELS.

(a) DEFINITIONS.—Section 2311 of title 18,
United States Code, is amended by adding at
the end the following:

“‘Vessel’ means any watercraft or other
contrivance used or designed for transpor-
tation or navigation on, under, or imme-
diately above, water.”.

(b) TRANSPORTATION, SALE, OR RECEIPT OF
STOLEN VEHICLES.—Sections 2312 and 2313 of
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title 18, United States Code, are each amend-

ed by striking ‘“motor vehicle or aircraft”

and inserting ‘“motor vehicle, vessel, or air-

craft’”.

SEC. 844. CONFORMING AMENDMENT TO LAW
PUNISHING OBSTRUCTION OF JUS-
TICE BY NOTIFICATION OF EXIST-
ENCE OF A SUBPOENA FOR
RECORDS IN CERTAIN TYPES OF IN-
VESTIGATIONS.

Section 1510(b)(3)(B) of title 18, United
States Code, is amended—
(1) in clause (i), by striking ‘““or”” at the

end;

(2) in clause (ii), by striking the period at
the end and inserting *‘; or’’; and

(3) by adding at the end the following:

“(iif) the Controlled Substances Act, the
Controlled Substances Import and Export
Act, or section 60501 of the Internal Revenue
Code of 1986."".

SEC. 845. INJUNCTIONS AGAINST COUNTERFEIT-
ING AND FORGERY.

(@) IN GENERAL.—Chapter 25 of title 18,
United States Code, is amended by adding at
the end the following:

“§514. Injunctions against counterfeiting and
forgery

“(a)(1) If a person is violating or about to
violate any provision of this chapter, the At-
torney General may commence a civil action
in any Federal court to enjoin such viola-
tion.

“(2) A permanent or temporary injunction
or restraining order shall be granted without
bond.

“(b) The court shall proceed as soon as
practicable to the hearing and determination
of such an action, and may, at any time be-
fore final determination, enter such a re-
straining order or prohibition, or take such
other action as is warranted in its discre-
tion. A proceeding under this section is gov-
erned by the Federal Rules of Civil Proce-
dure, except that, if an indictment has been
returned against the respondent, discovery is
governed by the Federal Rules of Criminal
Procedure.”.

(b) CLERICAL AMENDMENT.—The chapter
analysis for chapter 25 of title 18, United
States Code, is amended by adding at the
end:

“§514. Injunctions against counterfeiting and
forgery.”.
Subtitle D—Miscellaneous Provisions
SEC. 861. INCREASED MAXIMUM PENALTY FOR
CERTAIN RICO VIOLATIONS.

Section 1963(a) of title 18, United States
Code, is amended by striking ‘“‘or imprisoned
not more than 20 years (or for life if the vio-
lation is based on a racketeering activity for
which the maximum penalty includes life
imprisonment)”’ and inserting ‘‘or impris-
oned not more than the greater of 20 years or
the statutory maximum term of imprison-
ment (including life) applicable to a rack-
eteering activity on which the violation is
based”.

SEC. 862. CLARIFICATION OF INAPPLICABILITY
TO CERTAIN DISCLOSURES.

Section 2515 of title 18, United States Code,
is amended by adding at the end the follow-
ing: “This section shall not apply to the dis-
closure by the United States, a State, or po-
litical subdivision in a criminal trial or
hearing or before a grand jury of the con-
tents of a wire or oral communication, or
evidence derived therefrom, the interception
of which was in violation of section
2511(2)(d)(relating to certain interceptions
not involving governmental misconduct).”.
SEC. 863. CONFORMING AMENDMENTS RELATING

TO SUPERVISED RELEASE.

(@) Sections 1512(a)(1)(C),  1512(b)(3),
1512(c)(2), 1513(a)(1)(B), and 1513(b)(2) are each
amended by striking ‘“‘violation of conditions
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of probation, parole or release pending judi-
cial proceedings’ and inserting ‘““‘violation of
conditions of probation, supervised release,
parole, or release pending judicial proceed-
ings”.

(b) Section 3142 of title 18, United States
Code, is amended—

(1) in subsection (d)(1), by inserting “‘, su-
pervised release,” ‘“‘probation’’; and

(2) in subsection (g)(3), by inserting ‘“‘or su-
pervised release’ after “‘probation’.

SEC. 864. ADDITION OF CERTAIN OFFENSES AS
MONEY LAUNDERING PREDICATES.

Section 1956(c)(7)(D) of title 18, United
States Code, is amended by inserting “‘or sec-
tion 2339B (relating to providing material
support to designated foreign terrorist orga-
nizations)’’ before “‘of this title™.

SEC. 865. CLARIFICATION OF JURISDICTIONAL
BASE INVOLVING THE MAIL.

Section 2422(b) of title 18, United States
Code, is amended—

(1) by inserting ‘“the mail”’ after “‘using’’;
and

(2) by striking ““including the mail,”.

SEC. 866. COVERAGE OF FOREIGN BANK
BRANCHES IN THE TERRITORIES.

Section 20(9) of title 18, United States
Code, is amended by inserting before the pe-
riod the following: “‘, except that for pur-
poses of this section the definition of the
term ‘State’ in such Act shall be deemed to
include a commonwealth, territory, or pos-
session of the United States’.

SEC. 867. CONFORMING STATUTE OF LIMITA-
TIONS AMENDMENT FOR CERTAIN
BANK FRAUD OFFENSES.

Section 3293 of title 18, United States Code,
is amended—

(1) by inserting ‘‘225,” after *“215,”’; and

(2) by inserting ‘1032, before ‘1033
SEC. 868. CLARIFYING AMENDMENT TO SECTION

704.

Section 704(b)(2) of title 18, United States
Code, is amended by striking “‘with respect
to a Congressional Medal of Honor™’.

TITLE IX—PRISON REFORM
Subtitle A—Prison Litigation Reform
SEC. 901. AMENDMENT TO THE PRISON LITIGA-

TION REFORM ACT.

Section 801 of the Prison Litigation Re-
form Act of 1995 is amended by striking
1995 and inserting ‘“1996"".

SEC. 902. APPROPRIATE REMEDIES FOR PRISON
CONDITIONS.

Section 3626 of title 18, United States Code
is amended—

(1) in subsection (a)—

(A) in paragraph (1)(B)(i), by striking ‘“‘per-
mits’ and inserting ‘“‘requires’’; and

(B) in paragraph (3)—

(i) in subparagraph (A), by striking ‘“‘no
prisoner release order shall be entered un-
less—"’ and inserting ‘‘no court shall enter a
prisoner release order unless—"’;

(ii) in subparagraph (B), by—

(1) striking “(B) In”” and inserting ““(B)(i)
In”’; and

(1) striking “‘title 28 if the requirements of
subparagraph (E) have been met’” and insert-
ing “‘title 28”’;

(iii) by redesignating subparagraph (C) as
clause (ii);

(iv) by redesignating subparagraph (D) as
clause (iii);

(v) in subparagraph (E), by striking “The
three-judge court shall enter a prisoner re-
lease order only if’” and inserting “In any
civil action with respect to prison condi-
tions, no court shall enter a prisoner release
order unless the requirements of subpara-
graph (A) have been met and”’;

(vi) by redesignating subparagraph (E) as
subparagraph (B) and redesignating current
subparagraph (B) as subparagraph (C) and
current subparagraph (F) as subparagraph
(D); and
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(vii) in subparagraph (D), as redesignated,
by striking ‘“‘program’ and inserting ‘‘pris-
on’’;

(2) in subsection (b)—

(A) in paragraph (3), by striking “‘the court
makes written findings based on the record
that prospective relief remains necessary to
correct a current or ongoing violation of the
Federal right, extends no further than nec-
essary to correct the violation of the Federal
right, and that the prospective relief is nar-
rowly drawn and the least intrusive means
to correct the violation” and inserting ‘“‘the
plaintiff establishes by a preponderance of
the evidence and the court makes written
findings based on the record that there is a
current and ongoing violation of a Federal
right, that prospective relief remains nec-
essary to correct the current and ongoing
violation of that Federal right, and that the
relief extends no further than necessary to
correct the current and ongoing violation of
the Federal right, is narrowly drawn, and is
the least intrusive means to correct the cur-
rent and ongoing violation of the Federal
right”’; and

(B) by striking ‘‘or (2)”” in paragraph 5, as
redesignated;

(3) in subsection (e)—

(A) in paragraph (2), by striking “Any pro-
spective relief subject to a pending motion
shall be automatically stayed during the pe-
riod—"" and inserting ‘““Any motion to modify
or terminate prospective relief made under
subsection (b) shall operate as a stay during
the period—"" ; and

(B) by adding the following:

““(3) ORDER REFUSING TO IMPOSE STAY.—AnNy
order staying or suspending the operation of
the automatic stay described in paragraph
(2) shall be treated as an order refusing to
dissolve or modify an injunction and shall be
appealable pursuant to section 1292(a)(1) of
title 28, United States Code, regardless of
how the order is styled and whether it is
termed a preliminary or a final ruling.

““(4) INTERVENTION.—The court shall rule
within 30 days on any motion to intervene as
of right under subsection (a)(3)(D). Manda-
mus shall lie to remedy any failure to act on
such a motion. Any State or local official or
unit of government seeking to intervene as
of right pursuant to subsection (a)(3)(D) may
simultaneously file a motion to modify or
terminate a prisoner release order. If the mo-
tion to intervene has not been denied by the
30th day after the motion to modify or ter-
minate has been filed, in the case of a mo-
tion made under paragraph (1) or (2), or by
the 180th day after the motion to modify or
terminate has been filed, in the case of a mo-
tion made pursuant to any other law, the
motion to modify or terminate shall operate
as a stay of the prospective relief pursuant
to the provisions of paragraph (2) beginning
on the 30th or 180th day, respectively, and
ending either on the date the court enters a
final order denying the motion to intervene,
or, if the court grants the motion to inter-
vene, on the date that the court enters a
final order ruling on the motion to termi-
nate or modify the relief.”’;

(6) in subsection (f)—

(A) after ‘““‘Special Masters’” by inserting
“In any civil action in a federal court with
respect to prison conditions’’;

(B) In paragraph (1)(A), by striking from
“In any civil action” through “‘prison condi-
tions, the’ and inserting “The’’;

(C) in paragraphs (1)(B) and (3), by striking
““‘under this subsection’’;

(D) in paragraph (4), by striking ‘“‘under
this section’’; and

(E) in paragraph (6), by striking
pointed under this subsection’’;

(F) in paragraph (2)(A), by striking “‘insti-
tution’’; and

“ap-



S208

(G) in paragraph (2), by adding at the end
the following:

“(D) The requirements of this paragraph
shall apply only to special masters appointed
after the date of enactment of the Prison
Litigation Reform Act of 1995.”";

(H) in paragraph (4), by adding at the end
the following: *““In no event shall the court
require the parties to pay the compensation,
expenses or costs of the special master.”’;

(1) in paragraph (5), by striking from “In
any civil action” through ‘‘subsection, the”
and inserting “The’’; and

(J) in paragraph (6)—

(i) in subparagraph (A), by striking ‘‘hear-
ings” and inserting ‘‘hearings on the
record”’; and by striking ‘“‘and prepare pro-
posed findings of fact, which shall be made
on the record” and inserting “‘, and shall
make any findings based on the record as a
whole’’;

(ii) in subparagraph (B), by adding ‘“‘and”
at the end;

(iii) by striking subparagraph (C); and

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

(7) in subsection (g)—

(A) in paragraph (1), by striking ‘“‘settle-
ments” and inserting ‘‘settlement agree-
ments’’;

(B) in paragraph (3)—

(i) by inserting ‘“‘Federal, State, local, or
other’ before ““facility’’;

(ii) by striking ‘“‘violations’ and inserting
‘“‘a violation™’;

(iii) by striking ‘““‘terms and conditions”
and inserting ‘‘terms or conditions’’; and

(iv) by inserting ‘‘or other post-conviction
conditional or supervised release,” after
‘“‘probation,”’;

(C) in paragraph (5), by striking ‘‘or local
facility” and inserting “‘local, or other facil-
ity”;

(D) in paragraph (8), by striking ‘‘inher-
ent”’;

(E) in paragraph (9), by striking ‘‘agree-
ments.”” and inserting ‘‘agreements;”’;

(F) by reversing the order of paragraphs (8)
and (9);

(G) by inserting at the end of the sub-
section the following new paragraph:

“(10)(A) the term ‘violation of a Federal
right’” means a violation of a Federal con-
stitutional or Federal statutory right;

“(B) The term ‘violation of a Federal right’
does not include a violation of a court order
that is not independently a violation of a
Federal statutory or Federal constitutional
right;

““(C) The term ‘violation of a Federal right’
shall not be interpreted to expand the au-
thority of any individual or class to enforce
the legal rights that individual or class may
have pursuant to existing law with regard to
institutionalized persons, or to expand the
authority of the United States to enforce
those rights on behalf of any individual or
class.””; and

(H) by renumbering the paragraphs.

SEC. 903. CIVIL RIGHTS OF INSTITUTIONALIZED
PERSONS.

(@) IN GENERAL.—Section 7 of the Civil
Rights of Institutionalized Persons Act (42
U.S.C. 1997e), as amended by section 803(d) of
the Prison Litigation Reform Act of 1995, is
amended—

(1) by amending the title of the section to
read ‘‘Civil Actions with Respect to Prison
Conditions’’;

(2) in subsections (a),(c), and (d), by strik-
ing ‘“‘by a prisoner confined in any jail, pris-
on, or other correctional facility”’

(3) in subsection (a), by striking ‘““No ac-
tion shall be brought with respect to prison
conditions” and inserting “No civil action
with respect to prison conditions shall be
brought”; and by striking ‘‘until such ad-
ministrative remedies as are available are
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exhausted.”” and inserting in its place ‘“until
the plaintiff has exhausted such administra-
tive remedies as are available.”’;

(4) in subsection (c), by striking ‘““any ac-
tion brought with”” and inserting ‘“‘any civil
action with’’;

(5) in subsection (d)

(A) in paragraph (1)

(i) by striking ‘“‘any action brought by a
prisoner who is’” and inserting “‘any civil ac-
tion with respect to prison conditions
brought by a plaintiff who is or has been’’;

(ii) by amending subparagraph (A) to read
as follows:

“(A) the fee was directly and reasonably
incurred in—

“(i) proving an actual violation of the
plaintiff’s Federal rights;

““(ii) successfully obtaining contempt sanc-
tions for a violation of previously ordered
prospective relief that meets the standards
set forth in section 3626 of title 18, United
States Code, if the plaintiff made a good
faith effort to resolve the matter without
court action; or

““(iii) successfully obtaining court ordered
enforcement of previously ordered prospec-
tive relief that meets the standards set forth
in section 3626 of title 18, United States
Code, if the enforcement order was necessary
to prevent an imminent risk of serious bod-
ily injury to the plaintiff and the plaintiff
made a good faith attempt to resolve the
matter without court action; and’’; and

(iif) by amending subparagraph (B) to read
as follows:

““(B) the amount of the fee is proportion-
ately related to the court ordered relief for
the violation.”’;

(B) in paragraph (2), by striking the last
sentence and inserting “‘If a monetary judg-
ment is the sole or principal rel