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House of Representatives

The House met at 12 noon and was
called to order by the Speaker pro tem-
pore (Mr. BARRETT of Nebraska).

DESIGNATION OF THE SPEAKER
PRO TEMPORE

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

WASHINGTON, DC,
June 15, 1998.

I hereby designate the Honorable BiILL
BARRETT to act as Speaker pro tempore on
this day.

NEWT GINGRICH,
Speaker of the House of Representatives.

PRAYER

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

With the psalmist of old we pray to-
gether:

“l cry with my voice to the Lord,
with my voice | make supplication to
the Lord, | pour out my complaint be-
fore him, | tell my trouble before him.
When my spirit is faint, thou knowest
my way.

‘““Hear my prayer, O Lord; give ear to
my supplications. In thy faithfulness
answer me, in my righteousness.”’

Hear our prayers this day, O loving
God, and may Your eternal blessings be
in our hearts forever.

Amen.

THE JOURNAL

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

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

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. Will the
gentleman from California (Mr. ROHR-

ABACHER) come forward and lead the
House in the Pledge of Allegiance.

Mr. ROHRABACHER led the Pledge
of Allegiance as follows:

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

MESSAGE FROM THE SENATE

A message from the Senate by Mr.
Lundregan, one of its clerks, an-
nounced that the Senate passed a bill
of the following title, in which concur-
rence of the House is requested:

S. 1693. An act to provide for improved
management and increased accountability
for certain National Park Service programs,
and for other purposes.

CONFERENCE REPORT ON H.R. 2646,
EDUCATION SAVINGS AND
SCHOOL EXCELLENCE ACT OF
1998

Mr. ARMEY submitted the following
conference report and statement on the
bill (H.R. 2646) to amend the Internal
Revenue Code of 1986 to allow tax-free
expenditures from education individual
retirement accounts for elementary
and secondary school expenses, to in-
crease the maximum annual amount of
contributions to such accounts, and for
other purposes:

CONFERENCE REPORT (H. REPT. 577)

The committee of conference on the dis-
agreeing votes of the two Houses on the
amendment of the Senate to the bill (H.R.
2646), to amend the Internal Revenue Code of
1986 to allow tax-free expenditures from edu-
cation individual retirement accounts for el-
ementary and secondary school expenses, to
increase the maximum annual amount of
contributions to such accounts, and for other
purposes, having met, after full and free con-
ference, have agreed to recommend and do
recommend to their respective Houses as fol-
lows:

That the House recede from its disagree-
ment to the amendment of the Senate and

agree to the same with an amendment as fol-
lows:

In lieu of the matter proposed to be in-
serted by the Senate amendment, insert the
following:

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Education Sav-
ings and School Excellence Act of 1998"".

TITLE I—TAX INCENTIVES FOR
EDUCATION
SEC. 100. AMENDMENT TO 1986 CODE.

Except as otherwise expressly provided, when-
ever in this title an amendment or repeal is ex-
pressed in terms of an amendment to, or repeal
of, a section or other provision, the reference
shall be considered to be made to a section or
other provision of the Internal Revenue Code of
1986.

Subtitle A—Tax Incentives For Education
SEC. 101. MODIFICATIONS TO EDUCATION INDI-
VIDUAL RETIREMENT ACCOUNTS.

(a) TAX-FREE EXPENDITURES FOR ELEMEN-
TARY AND SECONDARY SCHOOL EXPENSES.—

(1) IN GENERAL.—Section 530(b)(2) (defining
qualified higher education expenses) is amended
to read as follows:

““(2) QUALIFIED EDUCATION EXPENSES.—

“(A) IN GENERAL.—The term ‘qualified edu-
cation expenses’ means—

“(i) qualified higher education expenses (as
defined in section 529(e)(3)), and

““(ii) qualified elementary and secondary edu-
cation expenses (as defined in paragraph (4)).
Such expenses shall be reduced as provided in
section 25A(g)(2).

“(B) QUALIFIED STATE TUITION PROGRAMS.—
Such term shall include amounts paid or in-
curred 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)) for the benefit of the beneficiary
of the account.”.

(2) QUALIFIED ELEMENTARY AND SECONDARY
EDUCATION EXPENSES.—Section 530(b) (relating
to definitions and special rules) is amended by
adding at the end the following new paragraph:

““(4) QUALIFIED ELEMENTARY AND SECONDARY
EDUCATION EXPENSES.—

“(A) IN GENERAL.—The term ‘qualified ele-
mentary and secondary education expenses’
means—

(i) expenses for tuition, fees, academic tutor-
ing, special needs services, books, supplies, com-
puter equipment (including related software and
services), and other equipment which are in-
curred in connection with the enrollment or at-
tendance of the designated beneficiary of the
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trust as an elementary or secondary school stu-
dent at a public, private, or religious school, or

““(ii) expenses for room and board, uniforms,
transportation, and supplementary items and
services (including extended day programs)
which are required or provided by a public, pri-
vate, or religious school in connection with such
enrollment or attendance.

““(B) SPECIAL RULE FOR HOMESCHOOLING.—
Such term shall include expenses described in
subparagraph (A)(i) in connection with edu-
cation provided by homeschooling if the require-
ments of any applicable State or local law are
met with respect to such education.

““(C) ScHooL.—The term ‘school’ means any
school which provides elementary education or
secondary education (kindergarten through
grade 12), as determined under State law.”.

(3) SPECIAL RULES FOR APPLYING EXCLUSION
TO ELEMENTARY AND SECONDARY EXPENSES.—
Section 530(d)(2) (relating to distributions for
qualified higher education expenses), as amend-
ed by subsection (e), is amended by adding at
the end the following new subparagraph:

““(E) SPECIAL RULES FOR ELEMENTARY AND
SECONDARY EXPENSES.—

“(i) IN GENERAL.—The aggregate amount of
qualified elementary and secondary education
expenses taken into account for purposes of this
paragraph with respect to any education indi-
vidual retirement account for all taxable years
shall not exceed the sum of the aggregate con-
tributions to such account for taxable years be-
ginning after December 31, 1998, and before Jan-
uary 1, 2003, and earnings on such contribu-
tions.

““(ii) SPECIAL OPERATING RULES.—For purposes
of clause (i)—

“(1) the trustee of an education individual re-
tirement account shall keep separate accounts
with respect to contributions and earnings de-
scribed in clause (i), and

“(IN) if there are distributions in excess of
qualified elementary and secondary education
expenses for any taxable year, such excess dis-
tributions shall be allocated first to contribu-
tions and earnings not described in clause (i).”.

(4) CONFORMING AMENDMENTS.—Subsections
(b)(1) and (d)(2) of section 530 are each amended
by striking ‘“‘higher’” each place it appears in
the text and heading thereof.

(b) MAXIMUM ANNUAL CONTRIBUTIONS.—

(1) IN GENERAL.—Section 530(b)(1)(A)(iii) (de-
fining education individual retirement account)
is amended by striking ‘$500"” and inserting
““the contribution limit for such taxable year’’.

(2) CONTRIBUTION LIMIT.—Section 530(b) (re-
lating to definitions and special rules), as
amended by subsection (a)(2), is amended by
adding at the end the following new paragraph:

““(5) CONTRIBUTION LIMIT.—The term ‘con-
tribution limit’ means $500 ($2,000 in the case of
any taxable year beginning after December 31,
1998, and ending before January 1, 2003).”".

®3) CONFORMING AMENDMENT.—Section
4973(e)(1)(A) is amended by striking ‘“$500”" and
inserting ‘“‘the contribution limit (as defined in
section 530(b)(5)) for such taxable year”.

(c) WAIVER OF AGE LIMITATIONS FOR CHIL-

DREN WITH SPECIAL NEEDS.—Section 530(b)(1)
(defining education individual retirement ac-
count) is amended by adding at the end the fol-
lowing flush sentence:
“The age limitations in the preceding sentence
shall not apply to any designated beneficiary
with special needs (as determined under regula-
tions prescribed by the Secretary).”.

(d) CORPORATIONS PERMITTED TO CONTRIBUTE
TO ACCOUNTS.—Section 530(c)(1) (relating to re-
duction in permitted contributions based on ad-
justed gross income) is amended by striking
“The maximum amount which a contributor’”
and inserting ‘“‘In the case of a contributor who
is an individual, the maximum amount the con-
tributor”’.

(e) TECHNICAL CORRECTIONS.—

(1) Section 530(b)(1) is amended by inserting
““an individual who is”’ before ‘‘the designated
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beneficiary’ in the material preceding subpara-
graph (A).

(2)(A) Section 530(b)(1)(E) is amended to read
as follows:

“(E) Except as provided in subsection (d)(7),
any balance to the credit of the designated ben-
eficiary on the date on which the beneficiary at-
tains age 30 shall be distributed within 30 days
after such date to the beneficiary or, if the bene-
ficiary dies before attaining age 30, shall be dis-
tributed within 30 days after the date of death
of such beneficiary.”.

(B) Section 530(d)(7) is amended by inserting
at the end the following new sentence: ‘““In ap-
plying the preceding sentence, members of the
family of the designated beneficiary shall be
treated in the same manner as the spouse under
such paragraph (8).”".

(C) Section 530(d) is amended by adding at the
end the following new paragraph:

‘“(8) DEEMED DISTRIBUTION ON REQUIRED DIS-
TRIBUTION DATE.—In any case in which a dis-
tribution is required under subsection (b)(1)(E),
any balance to the credit of a designated bene-
ficiary as of the close of the 30-day period re-
ferred to in such subsection for making such dis-
tribution shall be deemed distributed at the close
of such period.”’.

(3)(A) Section 530(d)(1) is amended by striking
““section 72(b)”’ and inserting ‘‘section 72"’.

(B) Section 72(e) is amended by inserting after
paragraph (8) the following new paragraph:

“(9) EXTENSION OF PARAGRAPH (2)(B) TO QUALI-
FIED STATE TUITION PROGRAMS AND EDU-
CATIONAL INDIVIDUAL RETIREMENT ACCOUNTS.—
Notwithstanding any other provision of this
subsection, paragraph (2)(B) shall apply to
amounts received under a qualified State tuition
program (as defined in section 529(b)) or under
an education individual retirement account (as
defined in section 530(b)). The rule of paragraph
(8)(B) shall apply for purposes of this para-
graph.”.

(4) Section 135(d)(2) is amended to read as fol-
lows:

“(2) COORDINATION WITH OTHER HIGHER EDU-
CATION BENEFITS.—The amount of the qualified
higher education expenses otherwise taken into
account under subsection (a) with respect to the
education of an individual shall be reduced (be-
fore the application of subsection (b)) by—

““(A) the amount of such expenses which are
taken into account in determining the credit al-
lowable to the taxpayer or any other person
under section 25A with respect to such expenses,
and

““(B) the amount of such expenses which are
taken into account in determining the exclusion
under section 530(d)(2).”".

(5) Section 530(d)(2) is amended by adding at
the end the following new subparagraph:

‘“(D) DISALLOWANCE OF EXCLUDED AMOUNTS
AS CREDIT OR DEDUCTION.—No deduction or
credit shall be allowed to the taxpayer under
any other section of this chapter for any quali-
fied education expenses to the extent taken into
account in determining the amount of the exclu-
sion under this paragraph.’.

(6) Section 530(d)(4)(B) is amended by striking
“or’” at the end of clause (ii), by striking the pe-
riod at the end of clause (iii) and inserting **,
or”’, and by adding at the end the following new
clause:

““(iv) an amount which is includible in gross
income solely because the taxpayer elected
under paragraph (2)(C) to waive the application
of paragraph (2) for the taxable year.””.

(7) So much of section 530(d)(4)(C) as precedes
clause (ii) thereof is amended to read as follows:

““(C) CONTRIBUTIONS RETURNED BEFORE DUE
DATE OF RETURN.—Subparagraph (A) shall not
apply to the distribution of any contribution
made during a taxable year on behalf of the des-
ignated beneficiary if—

(i) such distribution is made on or before the
day prescribed by law (including extensions of
time) for filing the beneficiary’s return of tax for
the taxable year or, if the beneficiary is not re-
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quired to file such a return, the 15th day of the

4th month of the taxable year following the tax-

able year, and”.

(8) Section 135(c)(2)(C) is amended—

(A) by inserting ‘“AND EDUCATION INDIVIDUAL
RETIREMENT ACCOUNTS” in the heading after
““PROGRAM”’, and

(B) by striking ‘‘section 529(c)(3)(A)”’ and in-
serting ‘‘section 72"’.

(9) Section 4973(e)(1) is amended to read as
follows:

““(1) IN GENERAL.—InN the case of education in-
dividual retirement accounts maintained for the
benefit of any 1 beneficiary, the term ‘excess
contributions’ means the sum of—

“(A) the amount by which the amount con-
tributed for the taxable year to such accounts
exceeds $500 (or, if less, the sum of the maximum
amounts permitted to be contributed under sec-
tion 530(c) by the contributors to such accounts
for such year),

“(B) if any amount is contributed during such
year to a qualified State tuition program for the
benefit of such beneficiary, any amount contrib-
uted to such accounts for such taxable year,
and

““(C) the amount determined under this sub-
section for the preceding taxable year, reduced
by the sum of—

““(i) the distributions out of the accounts for
the taxable year which are included in gross in-
come, and

“(ii) the excess (if any) of the maximum
amount which may be contributed to the ac-
counts for the taxable year over the amount
contributed to the accounts for the taxable
year.”.

(10)(A) Paragraph (5) of section 530(d) is
amended by striking the first sentence and in-
serting the following new sentence: ‘“Paragraph
(1) shall not apply to any amount paid or dis-
tributed from an education individual retire-
ment account to the extent that the amount re-
ceived is paid, not later than the 60th day after
the date of such payment or distribution, into
another education individual retirement ac-
count for the benefit of the same beneficiary or
a member of the family (within the meaning of
section 529(e)(2) of such beneficiary who has not
attained age 30 as of such date.”

(B) Paragraph (6) of section 530(d) is amended
by inserting before the period “and has not at-
tained age 30 as of the date of such change”.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in para-
graph (2), the amendments made by this section
shall apply to taxable years beginning after De-
cember 31, 1998.

(2) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (e) shall take effect as
if included in the amendments made by section
213 of the Taxpayer Relief Act of 1997.

SEC. 102. EXCLUSION FROM GROSS INCOME OF
EDUCATION DISTRIBUTIONS FROM
QUALIFIED STATE TUITION PRO-
GRAMS.

(a) IN GENERAL.—Section 529(c)(3)(B) (relat-
ing to distributions) is amended to read as fol-
lows:

‘“(B) DISTRIBUTIONS FOR QUALIFIED HIGHER
EDUCATION EXPENSES.—

“(i) IN GENERAL.—No amount shall be includ-
ible in gross income under subparagraph (A) if
the qualified higher education expenses of the
designated beneficiary during the taxable year
are not less than the aggregate distributions
during the taxable year.

““(ii) DISTRIBUTIONS IN EXCESS OF EXPENSES.—
If such aggregate distributions exceed such ex-
penses during the taxable year, the amount oth-
erwise includible in gross income under subpara-
graph (A) shall be reduced by the amount which
bears the same ratio to the amount so includible
(without regard to this subparagraph) as such
expenses bear to such aggregate distributions.

““(iii) ELECTION TO WAIVE EXCLUSION.—A tax-
payer may elect to waive the application of this
subparagraph for any taxable year.
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“(iv) IN-KIND DISTRIBUTIONS.—AnNy benefit
furnished to a designated beneficiary under a
qualified State tuition program shall be treated
as a distribution to the beneficiary for purposes
of this paragraph.

“‘(v) DISALLOWANCE OF EXCLUDED AMOUNTS AS
CREDIT OR DEDUCTION.—No deduction or credit
shall be allowed to the taxpayer under any
other section of this chapter for any qualified
higher education expenses to the extent taken
into account in determining the amount of the
exclusion under this paragraph.”’.

(b) DEFINITION OF QUALIFIED HIGHER EDU-
CATION EXPENSES.—Section 529¢)(3)(A) (defining
qualified higher education expenses) is amended
to read as follows:

“(A) IN GENERAL.—The term ‘qualified higher
education expenses’ means expenses for tuition,
fees, academic tutoring, special needs services,
books, supplies, computer equipment (including
related software and services), and other equip-
ment which are incurred in connection with the
enrollment or attendance of the designated ben-
eficiary at an eligible educational institution.”.

(c) COORDINATION WITH EDUCATION CRED-
ITS.—Section 25A(e)(2) (relating to coordination
with exclusions) is amended—

(1) by inserting ‘‘a qualified State tuition pro-
gram or’’ before ‘‘an education individual retire-
ment account”, and

(2) by striking “‘section 530(d)(2)”” and insert-
ing “‘section 529(c)(3)(B) or 530(d)(2)”".

(d) ELIGIBLE EDUCATIONAL INSTITUTIONS PER-
MITTED TO MAINTAIN QUALIFIED TUITION PRO-
GRAMS.—

(1) IN GENERAL.—Section 529(b)(1) (defining
qualified State tuition program) is amended by
inserting “‘or, in the case of taxable years begin-
ning after December 31, 2005, by 1 or more eligi-
ble educational institutions’” after ‘“‘maintained
by a State or agency or instrumentality there-
of””.

(2) PRIVATE QUALIFIED TUITION PROGRAMS

LIMITED TO BENEFIT PLANS.—Section 529(b)(1) is
amended by adding at the end the following
flush sentence:
“Clause (ii) of subparagraph (A) shall only
apply to a program established and maintained
by a State or agency or instrumentality there-
of.”.

(3) LIMITATION ON CONTRIBUTIONS TO PRIVATE
QUALIFIED TUITION PROGRAMS.—Section 529(b) is
amended by adding at the end the following
new paragraph:

““(8) LIMITATION ON CONTRIBUTIONS TO PRI-
VATE QUALIFIED TUITION PROGRAMS.—In the
case of a program not established and main-
tained by a State or agency or instrumentality
thereof, such program shall not be treated as a
qualified tuition program unless it limits the an-
nual contribution to the program on behalf of a
designated beneficiary to an amount equal to
the lesser of—

““(A) $5,000, or

““(B) the excess of—

““(i) $50,000, over

“(if) the aggregate amount contributed to
such program on behalf of such beneficiary for
all prior taxable years.””.

(4) TAX ON EXCESS CONTRIBUTIONS.—

(A) IN GENERAL.—Section 4973(a) (relating to
tax imposed) is amended by striking ‘“‘or’’ at the
end of paragraph (3), by inserting “‘or’’ at the
end of paragraph (4), and by inserting after
paragraph (4) the following new paragraph:

““(5) a private qualified tuition program (as
defined in subsection (g)),”".

(B) EXCESS CONTRIBUTIONS DEFINED.—Section
4973 is amended by adding at the end the follow-
ing new subsection:

““(g) EXCESS CONTRIBUTIONS TO PRIVATE
QUALIFIED TUITION PROGRAM.—For purposes of
this section—

““(1) IN GENERAL.—In the case of private quali-
fied tuition programs, the term ‘excess contribu-
tions’ means, with respect to any 1 beneficiary—

“(A) the amount by which the amounts con-
tributed for the taxable year to such programs
exceed the lesser of—
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(i) $5,000, or

““(ii) the excess of—

(1) $50,000, over

“(I11) the aggregate amount contributed to all
private qualified tuition programs on behalf of
such beneficiary for all prior taxable years, and

““(B) the amount determined under this sub-
section for the preceding taxable year, reduced
by the sum of—

‘“(i) the distributions out of such programs for
the taxable year which are included in gross in-
come, and

“(if) the excess (if any) of the maximum
amount which may be contributed to such pro-
grams for the taxable year over the amount con-
tributed to such programs for the taxable year.

“(2) SPECIAL RULE IF CONTRIBUTIONS MADE TO
A STATE TUITION PROGRAM OR AN EDUCATION IN-
DIVIDUAL RETIREMENT ACCOUNT.—Notwithstand-
ing paragraph (1), with respect to any 1 bene-
ficiary, the amount contributed to a private
qualified tuition program for any taxable year
shall be treated as excess contributions if any
amount is contributed during such year for the
benefit of such beneficiary to—

““(A) a qualified tuition program (as defined
in section 529) that is established and main-
tained by a State or any agency or instrumen-
tality thereof, or

““(B) an education individual retirement ac-
count (as defined in section 530).

““(3) SPECIAL RULES.—The contributions de-
scribed in subsection (e)(2) shall not be taken
into account.

““(4) PRIVATE QUALIFIED TUITION PROGRAM.—
The term ‘private qualified tuition program’
means a qualified tuition program (as defined in
section 529) not established and maintained by a
State or any agency or instrumentality there-
of.”.

(5) TECHNICAL AMENDMENTS.—

(A) The text of each of the sections 72(e)(9),
529, 530(b)(2)(B), and 4973(e)(1)(B) is amended
by striking ‘‘qualified State tuition program’’
each place it appears and inserting ‘‘qualified
tuition program”.

(B)(i) The section heading of section 529 is
amended to read as follows:

“SEC. 529. QUALIFIED TUITION PROGRAMS.".

(ii) The item relating to section 529 in the
table of sections for part VIII of subchapter F of
chapter 1 is amended by striking ‘‘State’.

(e) TECHNICAL CORRECTIONS.—

(1) Section 135(c)(3) is amended to read as fol-
lows:

““(3) ELIGIBLE EDUCATIONAL INSTITUTION.—
The term ‘eligible educational institution’ has
the meaning given such term by section
529(e)(5).”.

(2) Section 529(c)(3)(A) is amended by striking
“‘section 72(b)”” and inserting ‘‘section 72”’.

(3) Section 529(e)(2) is amended to read as fol-
lows:

““(2) MEMBER OF FAMILY.—The term ‘member
of the family’ means, with respect to any des-
ignated beneficiary—

““(A) the spouse of such beneficiary,

““(B) an individual who bears a relationship
to such beneficiary which is described in para-
graphs (1) through (8) of section 152(a), and

*“(C) the spouse of any individual described in
subparagraph (B).”.

(f) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in para-
graphs (2) and (3), the amendments made by
this section shall apply to taxable years begin-
ning after December 31, 1998.

(2) ELIGIBLE EDUCATIONAL INSTITUTIONS PER-
MITTED TO MAINTAIN QUALIFIED TUITION PRO-
GRAMS.—The amendments made by subsection
(d) shall apply to taxable years beginning after
December 31, 2005.

(3) TECHNICAL CORRECTIONS.—The amend-
ments made by subsection (e) shall take effect as
if included in the amendments made by section
211 of the Taxpayer Relief Act of 1997.
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SEC. 103. EXTENSION OF EXCLUSION FOR EM-
PLOYER-PROVIDED  EDUCATIONAL
ASSISTANCE.

Section 127(d) (relating to termination of ex-
clusion for educational assistance programs) is
amended by striking ‘““May 31, 2000’ and insert-
ing ““December 31, 2002"".

SEC. 104. ADDITIONAL INCREASE IN ARBITRAGE
REBATE EXCEPTION FOR GOVERN-
MENTAL BONDS USED TO FINANCE
EDUCATION FACILITIES.

(a) IN GENERAL.—Section 148(f)(4)(D)(vii) (re-
lating to increase in exception for bonds financ-
ing public school capital expenditures) is
amended by striking ‘‘$5,000,000" the second
place it appears and inserting ‘“$10,000,000"".

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to obligations
issued after December 31, 1998.

SEC. 105. EXCLUSION OF CERTAIN AMOUNTS RE-
CEIVED UNDER THE NATIONAL
HEALTH CORPS SCHOLARSHIP PRO-
GRAM AND THE F. EDWARD HEBERT
ARMED FORCES HEALTH PROFES-
SIONS SCHOLARSHIP AND FINAN-
CIAL ASSISTANCE PROGRAM.

(@) IN GENERAL.—Section 117(c) (relating to
the exclusion from gross income amounts re-
ceived as a qualified scholarship) is amended—

(1) by striking ‘‘Subsections (a)’’ and inserting
the following:

““(1) IN GENERAL.—EXxcept as provided in para-
graph (2), subsections (a)’’; and

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

““(2) ExcepPTIONS.—Paragraph (1) shall not
apply to any amount received by an individual
under—

““(A) the National Health Corps Scholarship
Program under section 338A(g)(1)(A) of the Pub-
lic Health Service Act, or

“(B) the Armed Forces Health Professions
Scholarship and Financial Assistance program
under subchapter | of chapter 105 of title 10,
United States Code.”".

(b) EFFeECTIVE DATE.—The amendments made
by subsection (a) shall apply to amounts re-
ceived in taxable years beginning after Decem-
ber 31, 1993.

Subtitle B—Revenue

SEC. 111. OVERRULING OF SCHMIDT BAKING
COMPANY CASE.

(a) IN GENERAL.—Section 404(a) (relating to
general rule) is amended by adding at the end
the following new paragraph:

““(11) DETERMINATIONS RELATING TO DEFERRED
COMPENSATION.—For purposes of determining
under this section—

““(A) whether compensation of an employee is
deferred compensation, and

““(B) when deferred compensation is paid,
no amount shall be treated as received by the
employee, or paid, until it is actually received
by the employee.””.

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendment made by
subsection (a) shall apply to taxable years end-
ing after December 31, 2001.

(2) PHASE-IN OF INCREASE.—In the case of the
first taxable year of the taxpayer ending after
December 31, 2001, only 60 percent of the
amount of the increase in tax resulting from the
amendment made by subsection (a) shall be
taken into account for purposes of sections 6654
and 6655 of the Internal Revenue Code of 1986
(relating to failure to pay estimated income tax).

(3) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by this section
to change its method of accounting for its first
taxable year ending after December 31, 2001—

(A) such change shall be treated as initiated
by the taxpayer,

(B) such change shall be treated as made with
the consent of the Secretary of the Treasury,
and

(C) the net amount of the adjustments re-
quired to be taken into account by the taxpayer
under section 481 of the Internal Revenue Code
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of 1986 shall be taken into account in such first
taxable year.
Subtitle C—Identification of Limited Tax
Benefits Subject To Line Item Veto
SEC. 121. IDENTIFICATION OF LIMITED TAX BENE-
FITS SUBJECT TO LINE ITEM VETO.

Section 1021(a)(3) of the Congressional Budget
and Impoundment Control Act of 1974 shall only
apply to section 104(a) (relating to additional
increase in arbitrage rebate exception for gov-
ernmental bonds used to finance education fa-
cilities).

TITLE II—MEASURES TO ENCOURAGE
RESULTS IN TEACHING
SEC. 201. STATE INCENTIVES FOR TEACHER TEST-
ING AND MERIT PAY.

(a) SHORT TITLE.—This section may be cited
as the ‘““Measures to Encourage Results in
Teaching Act of 1998"".

(b) FINDINGS.—Congress makes the following
findings:

(1) All students deserve to be taught by well-
educated, competent, and qualified teachers.

(2) More than ever before, education has and
will continue to become the ticket not only to
economic success but to basic survival. Students
will not succeed in meeting the demands of a
knowledge-based, 21st century society and econ-
omy if the students do not encounter more chal-
lenging work in school. For future generations
to have the opportunities to achieve success the
future generations will need to have an edu-
cation and a teacher workforce second to none.

(3) No other intervention can make the dif-
ference that a knowledgeable, skillful teacher
can make in the learning process. At the same
time, nothing can fully compensate for weak
teaching that, despite good intentions, can re-
sult from a teacher’s lack of opportunity to ac-
quire the knowledge and skill needed to help
students master the curriculum.

(4) The Federal Government established the
Dwight D. Eisenhower Professional Develop-
ment Program in 1985 to ensure that teachers
and other educational staff have access to sus-
tained and high-quality professional develop-
ment. This ongoing development must include
the ability to demonstrate and judge the per-
formance of teachers and other instructional
staff.

(5) States should evaluate their teachers on
the basis of demonstrated ability, including tests
of subject matter knowledge, teaching knowl-
edge, and teaching skill. States should develop a
test for their teachers and other instructional
staff with respect to the subjects taught by the
teachers and staff, and should administer the
test every 3 to 5 years.

(6) Evaluating and rewarding teachers with a
compensation system that supports teachers who
become increasingly expert in a subject area, are
proficient in meeting the needs of students and
schools, and demonstrate high levels of perform-
ance measured against professional teaching
standards, will encourage teachers to continue
to learn needed skills and broaden teachers’ ex-
pertise, thereby enhancing education for all stu-
dents.

(c) PURPOSES.—The purposes of this section
are as follows:

(1) To provide incentives for States to estab-
lish and administer periodic teacher testing and
merit pay programs for elementary school and
secondary school teachers.

(2) To encourage States to establish merit pay
programs that have a significant impact on
teacher salary scales.

(3) To encourage programs that recognize and
reward the best teachers, and encourage those
teachers that need to do better.

(d) STATE INCENTIVES FOR TEACHER TESTING
AND MERIT PAY.—

(1) AMENDMENTS.—Title 11 of the Elementary
and Secondary Education Act of 1965 (20 U.S.C.
6601 et seq.) is amended—

(A) by redesignating part D as part F;

(B) by redesignating sections 2401 and 2402 as
sections 2601 and 2602, respectively; and
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(C) by inserting after part C the following:
“PART D—STATE INCENTIVES FOR
TEACHER TESTING AND MERIT PAY
“SEC. 2401. STATE INCENTIVES FOR TEACHER
TESTING AND MERIT PAY.

‘“(a) STATE AWwARDS.—Notwithstanding any
other provision of this title, from funds de-
scribed in subsection (b) that are made available
for a fiscal year, the Secretary shall make an
award to each State that—

‘(1) administers a test to each elementary
school and secondary school teacher in the
State, with respect to the subjects taught by the
teacher, every 3 to 5 years; and

““(2) has an elementary school and secondary
school teacher compensation system that is
based on merit.

““(b) AVAILABLE FUNDING.—The amount of
funds referred to in subsection (a) that are
available to carry out this section for a fiscal
year is 50 percent of the amount of funds appro-
priated to carry out this title that are in excess
of the amount so appropriated for fiscal year
1999, except that no funds shall be available to
carry out this section for any fiscal year for
which—

‘(1) the amount appropriated to carry out this
title exceeds $600,000,000; or

“(2) each of the several States is eligible to re-
ceive an award under this section.

““(c) AWARD AMOUNT.—A State shall receive
an award under this section in an amount that
bears the same relation to the total amount
available for awards under this section for a fis-
cal year as the number of States that are eligible
to receive such an award for the fiscal year
bears to the total number of all States so eligible
for the fiscal year.

““(d) USe oF FUNDS.—Funds provided under
this section may be used by States to carry out
the activities described in section 2207.

‘“(e) DEFINITION OF STATE.—For the purpose
of this section, the term ‘State’ means each of
the 50 States and the District of Columbia.”.

(2) EFFECTIVE DATE.—The amendments made
by paragraph (1) shall take effect on October 2,
1999.

(e) TEACHER TESTING AND MERIT PAY.—

(1) IN GENERAL.—Notwithstanding any other
provision of law, a State may use Federal edu-
cation funds—

(A) to carry out a test of each elementary
school or secondary school teacher in the State
with respect to the subjects taught by the teach-
er; or

(B) to establish a merit pay program for the
teachers.

(2) DEFINITIONS.—In this subsection, the terms
“elementary school’”” and ‘‘secondary school’’
have the meanings given the terms in section
14101 of the Elementary and Secondary Edu-
cation Act of 1965 (20 U.S.C. 8801).

TITLE 11I—EQUAL EDUCATIONAL
OPPORTUNITY
SEC. 301. EQUAL EDUCATIONAL OPPORTUNITY.

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

(1) in paragraph (7), by striking ‘“‘and’ after
the semicolon;

(2) in paragraph (8), by striking the period
and inserting *‘; and’’; and

(3) by adding at the end the following:

““(9) education reform projects that provide
same gender schools and classrooms, as long as
comparable educational opportunities are of-
fered for students of both sexes.”.

TITLE IV—SENSE OF CONGRESS
SEC. 401. FINDINGS.

Congress makes the following findings:

(1) The people of the United States know that
effective teaching takes place when the people
of the United States begin (A) helping children
master basic academics, (B) engaging and in-
volving parents, (C) creating safe and orderly
classrooms, and (D) getting dollars to the class-
room.
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(2) Our Nation’s children deserve an edu-
cational system which will provide opportunities
to excel.

(3) States and localities must spend a signifi-
cant amount of Federal education tax dollars
applying for and administering Federal edu-
cation dollars.

(4) Several States have reported that although
the States receive less than 10 percent of their
education funding from the Federal Govern-
ment, more than 50 percent of their paperwork
is associated with those Federal dollars.

(5) While it is unknown exactly what percent-
age of Federal education dollars reaches the
classroom, a recent audit of New York City pub-
lic schools found that only 43 percent of their
local education budget reaches the classroom;
further, it is thought that only 85 percent of
funds administered by the Department of Edu-
cation for elementary and secondary education
reach the school district level; and even if 65
percent of Federal education funds reach the
classroom, it still means that billions of dollars
are not directly spent on children in the class-
room.

(6) American students are not performing up
to their full academic potential, despite the more
than 760 Federal education programs, which
span 39 Federal agencies at the price of nearly
$100,000,000,000 annually.

(7) According to the Digest of Education Sta-
tistics, in 1993 only $141,598,786,000 out of
$265,285,370,000 spent on elementary and second-
ary education was spent on instruction.

(8) According to the National Center for Edu-
cation Statistics, in 1994 only 52 percent of staff
employed in public elementary and secondary
school systems were teachers.

(9) Too much of our Federal education fund-
ing is spent on bureaucracy, and too little is
spent on our Nation’s youth.

(10) Getting 95 percent of Department of Edu-
cation elementary and secondary education
funds to the classroom could provide approxi-
mately $2,094 in additional funding per class-
room across the United States.

(11) More education funding should be put in
the hands of someone in a child’s classroom who
knows the child’s name.

(12) President Clinton has stated: ‘“We cannot
ask the American people to spend more on edu-
cation until we do a better job with the money
we’ve got now.”’.

(13) President Clinton and Vice President
Gore agree that the reinventing of public edu-
cation will not begin in Washington but in com-
munities across the United States and that the
people of the United States must ask fundamen-
tal questions about how our Nation’s public
school systems’ dollars are spent.

(14) President Clinton and Vice President
Gore agree that in an age of tight budgets, our
Nation should be spending public funds on
teachers and children, not on unnecessary over-
head and bloated bureaucracy.

SEC. 402. SENSE OF CONGRESS.

It is the sense of Congress that the Depart-
ment of Education, States, and local edu-
cational agencies should work together to en-
sure that not less than 95 percent of all funds
appropriated for the purpose of carrying out ele-
mentary and secondary education programs ad-
ministered by the Department of Education is
spent for our Nation’s children in their class-
rooms.

TITLE V—READING EXCELLENCE
SEC. 501. SHORT TITLE.
This title may be cited as the ‘““Reading Excel-
lence Act”’.
Subtitle A—Reading Grants
SEC. 511. AMENDMENT TO ESEA FOR READING
GRANTS.

Title 1l of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6601 et seq.) is
amended further by inserting after part D (as
inserted by section 201(d)(1)(C) of this Act) the
following:
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“PART E—READING GRANTS
“SEC. 2501. PURPOSE.

““The purposes of this part are as follows:

““(1) To teach every child to read in their early
childhood years—

““(A) as soon as they are ready to read; or

“(B) as soon as possible once they enter
school, but not later than 3d grade.

““(2) To improve the reading skills of students,
and the in-service instructional practices for
teachers who teach reading, through the use of
findings from reliable, replicable research on
reading, including phonics.

“(3) To expand the number of high-quality
family literacy programs.

““(4) To reduce the number of children who are
inappropriately referred to special education
due to reading difficulties.

“SEC. 2502. DEFINITIONS.

““For purposes of this part:

““(1) ELIGIBLE PROFESSIONAL DEVELOPMENT
PROVIDER.—The term ‘eligible professional de-
velopment provider’ means a provider of profes-
sional development in reading instruction to
teachers that is based on reliable, replicable re-
search on reading.

““(2) ELIGIBLE RESEARCH INSTITUTION.—The
term ‘eligible research institution’ means an in-
stitution of higher education at which reliable,
replicable research on reading has been con-
ducted.

““(3) FAMILY LITERACY SERVICES.—The term
“family literacy services’ means services provided
to participants on a voluntary basis that are of
sufficient intensity in terms of hours, and of
sufficient duration, to make sustainable changes
in a family (such as eliminating or reducing
welfare dependency) and that integrate all of
the following activities:

“(A) Interactive literacy activities between
parents and their children.

““(B) Equipping parents to partner with their
children in learning.

““(C) Parent literacy training, including train-
ing that contributes to economic self-sufficiency.

‘(D) Appropriate instruction for children of
parents receiving parent literacy services.

““(4) READING.—The term ‘reading’ means the
process of comprehending the meaning of writ-
ten text by depending on—

“(A) the ability to use phonics skills, that is,
knowledge of letters and sounds, to decode
printed words quickly and effortlessly, both si-
lently and aloud;

“(B) the ability to use previously learned
strategies for reading comprehension; and

“(C) the ability to think critically about the
meaning, message, and aesthetic value of the
text.

““(5) READING READINESS.—The term ‘reading
readiness’ means activities that—

““(A) provide experience and opportunity for
language development;

““(B) create appreciation of the written word;

“(C) develop an awareness of printed lan-
guage, the alphabet, and phonemic awareness;
and

‘(D) develop an understanding that spoken
and written language is made up of phonemes,
syllables, and words.

‘“(6) RELIABLE, REPLICABLE RESEARCH.—The
term ‘reliable, replicable research’ means objec-
tive, valid, scientific studies that—

“(A) include rigorously defined samples of
subjects that are sufficiently large and rep-
resentative to support the general conclusions
drawn;

“(B) rely on measurements that meet estab-
lished standards of reliability and validity;

““(C) test competing theories, where multiple
theories exist;

‘“(D) are subjected to peer review before their
results are published; and

““(E) discover effective strategies for improving
reading skills.

“SEC. 2503. GRANTS TO READING AND LITERACY
PARTNERSHIPS.

‘““(a) PROGRAM AUTHORIZED.—The Secretary

may make grants on a competitive basis to read-
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ing and literacy partnerships for the purpose of
permitting such partnerships to make subgrants
under sections 2504 and 2505.

““(b) READING AND LITERACY PARTNERSHIPS.—

‘(1) COMPOSITION.—

““(A) REQUIRED PARTICIPANTS.—In order to re-
ceive a grant under this section, a State shall
establish a reading and literacy partnership
consisting of at least the following participants:

(i) The Governor of the State.

““(ii) The chief State school officer.

““(iii) The chairman and the ranking member
of each committee of the State legislature that is
responsible for education policy.

““(iv) A representative, selected jointly by the
Governor and the chief State school officer, of
at least 1 local educational agency that has at
least 1 school that is identified for school im-
provement under section 1116(c) in the geo-
graphic area served by the agency.

““(v) A representative, selected jointly by the
Governor and the chief State school officer, of a
community-based organization working with
children to improve their reading skills, particu-
larly a community-based organization using vol-
unteers.

““(B) OPTIONAL PARTICIPANTS.—A reading and
literacy partnership may include additional par-
ticipants, who shall be selected jointly by the
Governor and the chief State school officer,
which may include—

‘(i) State directors of appropriate Federal or
State programs with a strong reading compo-
nent;

‘“(ii) a parent of a public or private school stu-
dent or a parent who educates their child or
children in their home;

‘“(iii) a teacher who teaches reading; or

“(iv) a representative of (1) an institution of
higher education operating a program of teacher
preparation in the State; (11) a local educational
agency; (I11) an eligible research institution;
(IV) a private nonprofit or for-profit eligible
professional development provider providing in-
struction based on reliable, replicable research
on reading; (V) a family literacy service pro-
vider; (VI) an adult education provider; (VII) a
volunteer organization that is involved in read-
ing programs; or (VIII) a school or a public li-
brary that offers reading or literacy programs
for children or families.

““(2) AGREEMENT.—The contractual agreement
that establishes a reading and literacy partner-
ship—

““(A) shall specify—

‘(i) the nature and extent of the association
among the participants referred to in paragraph
(1); and

‘“(ii) the roles and duties of each such partici-
pant; and

““(B) shall remain in effect during the entire
grant period proposed in the partnership’s grant
application under subsection (e).

““(3) FuncTioNs.—Each reading and literacy
partnership for a State shall prepare and submit
an application under subsection (e) and, if the
partnership receives a grant under this section—

““(A) shall solicit applications for, and award,
subgrants under sections 2504 and 2505;

*“(B) shall oversee the performance of the sub-
grants and submit performance reports in ac-
cordance with subsection (h);

““(C) if sufficient grant funds are available
under this part—

(i) work to enhance the capacity of agencies
in the State to disseminate reliable, replicable
research on reading to schools, classrooms, and
providers of early education and child care;

‘(i) facilitate the provision of technical as-
sistance to subgrantees under sections 2504 and
2505 by providing the subgrantees information
about technical assistance providers; and

““(iii) build on, and promote coordination
among, literacy programs in the State, in order
to increase their effectiveness and to avoid du-
plication of their efforts; and

‘(D) shall ensure that each local educational
agency to which the partnership makes a
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subgrant under section 2504 makes available,
upon request and in an understandable and
uniform format, to any parent of a student at-
tending any school selected under section
2504(a)(2) in the geographic area served by the
agency, information regarding the qualifications
of the student’s classroom teacher to provide in-
struction in reading.

““(4) FISCAL AGENT.—The State educational
agency shall act as the fiscal agent for the read-
ing and literacy partnership for the purposes of
receipt of funds from the Secretary, disburse-
ment of funds to subgrantees under sections 2504
and 2505, and accounting for such funds.

““(c) PREEXISTING PARTNERSHIP.—If, before
the date of the enactment of the Reading Excel-
lence Act, a State established a consortium,
partnership, or any other similar body, that in-
cludes the Governor and the chief State school
officer and has, as a central part of its mission,
the promotion of literacy for children in their
early childhood years through the 3d grade, but
that does not satisfy the requirements of sub-
section (b)(1), the State may elect to treat that
consortium, partnership, or body as the reading
and literacy partnership for the State notwith-
standing such subsection, and the consortium,
partnership, or body shall be considered a read-
ing and literacy partnership for purposes of the
other provisions of this part.

“(d) MULTI-STATE PARTNERSHIP ARRANGE-
MENTS.—A reading and literacy partnership
that satisfies the requirements of subsection (b)
may join with other such partnerships in other
States to develop a single application that satis-
fies the requirements of subsection (e) and iden-
tifies which State educational agency, from
among the States joining, shall act as the fiscal
agent for the multi-State arrangement. For pur-
poses of the other provisions of this part, any
such multi-State arrangement shall be consid-
ered to be a reading and literacy partnership.

““(e) APPLICATIONS.—A reading and literacy
partnership that desires to receive a grant under
this section shall submit an application to the
Secretary at such time, in such manner, and in-
cluding such information as the Secretary may
require. The application—

‘(1) shall describe how the partnership will
ensure that 95 percent of the grant funds are
used to make subgrants under sections 2504 and
2505;

“(2) shall be integrated, to the maximum ex-
tent possible, with State plans and programs
under this Act, the Individuals with Disabilities
Education Act (20 U.S.C. 1400 et seq.), and, to
the extent appropriate, the Adult Education Act
(20 U.S.C. 1201 et seq.);

““(3) shall describe how the partnership will
ensure that professional development funds
available at the State and local levels are used
effectively to improve instructional practices for
reading and are based on reliable, replicable re-
search on reading;

““(4) shall describe—

“(A) the contractual agreement that estab-
lishes the partnership, including at least the ele-
ments of the agreement referred to in subsection
(©)(2);

“(B) how the partnership will assess, on a
regular basis, the extent to which the activities
undertaken by the partnership and the partner-
ship’s subgrantees under this part have been ef-
fective in achieving the purposes of this part;

“(C) what evaluation instruments the part-
nership will use to determine the success of local
educational agencies to whom subgrants under
sections 2504 and 2505 are made in achieving the
purposes of this part;

‘(D) how subgrants made by the partnership
under such sections will meet the requirements
of this part, including how the partnership will
ensure that subgrantees will use practices based
on reliable, replicable research on reading; and

“(E) how the partnership will, to the extent
practicable, make grants to subgrantees in both
rural and urban areas;
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“(5) shall include an assurance that each
local educational agency to whom the partner-
ship makes a subgrant under section 2504—

“(A) will carry out family literacy programs
based on the Even Start family literacy model
authorized under part B of title | to enable par-
ents to be their child’s first and most important
teacher, and will make payments for the receipt
of technical assistance for the development of
such programs;

“(B) will carry out programs to assist those
kindergarten students who are not ready for the
transition to 1st grade, particularly students ex-
periencing difficulty with reading skills;

““(C) will use supervised individuals (including
tutors), who have been appropriately trained
using reliable, replicable research on reading, to
provide additional support, before school, after
school, on weekends, during non-instructional
periods of the school day, or during the summer,
for students in grades 1 through 3 who are expe-
riencing difficulty reading; and

“(D) will carry out professional development
for the classroom teacher and other appropriate
teaching staff on the teaching of reading based
on reliable, replicable research on reading; and

““(6) shall describe how the partnership—

“(A) will ensure that a portion of the grant
funds that the partnership receives in each fis-
cal year will be used to make subgrants under
section 2505; and

“(B) will make local educational agencies de-
scribed in section 2505(a)(1) aware of the avail-
ability of such subgrants.

““(f) PEER REVIEW PANEL.—

‘(1) COMPOSITION OF PEER REVIEW PANEL.—

““(A) IN GENERAL.—The National Institute for
Literacy, in consultation with the National Re-
search Council of the National Academy of
Sciences, the National Institute of Child Health
and Human Development, and the Secretary,
shall convene a panel to evaluate applications
under this section. At a minimum the panel
shall include representatives of the National In-
stitute for Literacy, the National Research
Council of the National Academy of Sciences,
the National Institute of Child Health and
Human Development, and the Secretary.

“(B) EXPERTS.—The panel shall include ex-
perts who are competent, by virtue of their
training, expertise, or experience, to evaluate
applications under this section, and experts who
provide professional development to teachers of
reading to children and adults, based on reli-
able, replicable research on reading.

“(C) LIMITATION.—Not more than ¥ of the
panel may be composed of individuals who are
employees of the Federal Government.

““(2) PAYMENT OF FEES AND EXPENSES OF CER-
TAIN MEMBERS.—The Secretary shall use funds
reserved under section 2510(b)(2) to pay the ex-
penses and fees of panel members who are not
employees of the Federal Government.

“‘(3) DUTIES OF PANEL.—

““(A) MODEL APPLICATION FORMS.—The peer
review panel shall develop a model application
form for reading and literacy partnerships desir-
ing to apply for a grant under this section. The
peer review panel shall submit the model appli-
cation form to the Secretary for final approval.

‘“(B) SELECTION OF APPLICATIONS.—

‘(i) RECOMMENDATIONS OF PANEL.—

“(1) IN GENERAL.—The Secretary shall receive
grant applications from reading and literacy
partnerships under this section and shall pro-
vide the applications to the peer review panel
for evaluation. With respect to each application,
the peer review panel shall initially recommend
the application for funding or for disapproval.

“(I1) PRIORITY.—INn recommending applica-
tions to the Secretary, the panel shall give prior-
ity to applications from States that have modi-
fied, are modifying, or provide an assurance
that not later than 1 year after receiving a
grant under this section the State will modify,
State teacher certification in the area of reading
to reflect reliable, replicable research, except
that nothing in this part shall be construed to
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establish a national system of teacher certifi-
cation.

“(I11) RANKING OF APPLICATIONS.—With re-
spect to each application recommended for fund-
ing, the panel shall assign the application a
rank, relative to other recommended applica-
tions, based on the priority described in sub-
clause (11), the extent to which the application
furthers the purposes of this part, and the over-
all quality of the application.

“(IV) RECOMMENDATION OF AMOUNT.—With
respect to each application recommended for
funding, the panel shall make a recommenda-
tion to the Secretary with respect to the amount
of the grant that should be made.

““(ii) SECRETARIAL SELECTION.—

“(I) IN GENERAL.—Subject to clause (iii), the
Secretary shall determine, based on the peer re-
view panel’s recommendations, which applica-
tions from reading and literacy partnerships
shall receive funding and the amounts of such
grants. In determining grant amounts, the Sec-
retary shall take into account the total amount
of funds available for all grants under this sec-
tion and the types of activities proposed to be
carried out by the partnership.

“(I1) EFFECT OF RANKING BY PANEL.—In mak-
ing grants under this section, the Secretary
shall select applications according to the rank-
ing of the applications by the peer review panel,
except in cases where the Secretary determines,
for good cause, that a variation from that order
is appropriate.

“(iii) MINIMUM GRANT AMOUNTS.—Each read-
ing and literacy partnership selected to receive
a grant under this section shall receive an
amount for each fiscal year that is not less than
$100,000.

““(g) LIMITATION ON ADMINISTRATIVE EX-
PENSES.—A reading and literacy partnership
that receives a grant under this section may use
not more than 3 percent of the grant funds for
administrative costs.

““(h) REPORTING.—

““(1) IN GENERAL.—A reading and literacy
partnership that receives a grant under this sec-
tion shall submit performance reports to the Sec-
retary pursuant to a schedule to be determined
by the Secretary, but not more frequently than
annually. Such reports shall include—

“(A) the results of use of the evaluation in-
struments referred to in subsection (e)(4)(C);

*“(B) the process used to select subgrantees;

““(C) a description of the subgrantees receiving
funds under this part; and

‘(D) with respect to subgrants under section
2504, the model or models of reading instruction,
based on reliable, replicable research on read-
ing, selected by subgrantees.

““(2) PROVISION TO PEER REVIEW PANEL.—The
Secretary shall provide the reports submitted
under paragraph (1) to the peer review panel
convened under subsection (f). The panel shall
use such reports in recommending applications
for funding under this section.

“SEC. 2504. LOCAL READING IMPROVEMENT SUB-
GRANTS.

‘“(a) IN GENERAL.—

““(1) SUBGRANTS.—A reading and literacy
partnership that receives a grant under section
2503 shall make subgrants, on a competitive
basis, to local educational agencies that have at
least 1 school that is identified for school im-
provement under section 1116(c) in the geo-
graphic area served by the agency.

“(2) ROLE OF LOCAL EDUCATIONAL AGENCIES.—
A local educational agency that receives a
subgrant under this section shall use the
subgrant in a manner consistent with this sec-
tion to advance reform of reading instruction in
any school selected by the agency that—

“(A) is identified for school improvement
under section 1116(c) at the time the agency re-
ceives the subgrant; and

““(B) has a contractual association with 1 or
more community-based organizations that have
established a record of effectiveness with respect
to reading readiness, reading instruction for
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children in kindergarten through 3d grade, and
early childhood literacy.

““(b) GRANT PERIOD.—A subgrant under this
section shall be for a period of 3 years and may
not be revoked or terminated on the ground that
a school ceases, during the grant period, to be
identified for school improvement under section
1116(c).

““(c) APPLICATIONS.—A local educational
agency that desires to receive a subgrant under
this section shall submit an application to the
reading and literacy partnership at such time,
in such manner, and including such information
as the partnership may require. The applica-
tion—

““(1) shall describe how the local educational
agency will work with schools selected by the
agency under subsection (a)(2) to select 1 or
more models of reading instruction, developed
using reliable, replicable research on reading, as
a model for implementing and improving reading
instruction by all teachers and for all children
in each of the schools selected by the agency
under such subsection and, where appropriate,
their parents;

““(2) shall select 1 or more models described in
paragraph (1), for the purpose described in such
paragraph, and shall describe each such se-
lected model;

““(3) shall demonstrate that a person respon-
sible for the development of each such model, or
a person with experience or expertise about such
model and its implementation, has agreed to
work with the applicant in connection with
such implementation and improvement efforts;

““(4) shall describe—

“(A) how the applicant will ensure that funds
available under this part, and funds available
for reading for grades kindergarten through
grade 6 from other appropriate sources, are ef-
fectively coordinated and, where appropriate,
integrated, with funds under this Act in order to
improve existing activities in the areas of read-
ing instruction, professional development, pro-
gram improvement, parental involvement, tech-
nical assistance, and other activities that can
help meet the purposes of this part; and

“(B) the amount of funds available for read-
ing for grades kindergarten through grade 6
from appropriate sources other than this part,
including title 1 (except that such description
shall not be required to include funds made
available under part B of title I unless the ap-
plicant has established a contractual associa-
tion in accordance with subsection (d)(2) with
an eligible entity under such part B), the Indi-
viduals with Disabilities Education Act (20
U.S.C. 1400 et seq.), and any other law provid-
ing Federal financial assistance for professional
development for teachers of such grades who
teach reading, which will be used to help
achieve the purposes of this part;

““(5) shall describe the amount and nature of
funds from any other public or private sources,
including funds received under this Act and the
Individuals with Disabilities Education Act (20
U.S.C. 1400 et seq.), that will be combined with
funds received under the subgrant;

““(6) shall include an assurance that the appli-
cant—

“(A) will carry out family literacy programs
based on the Even Start family literacy model
authorized under part B of title | to enable par-
ents to be their child’s first and most important
teacher, will make payments for the receipt of
technical assistance for the development of such
programs;

“(B) will carry out programs to assist those
kindergarten students who are not ready for the
transition to 1st grade, particularly students ex-
periencing difficulty with reading skills;

““(C) will use supervised individuals (including
tutors), who have been appropriately trained
using reliable, replicable research on reading, to
provide additional support, before school, after
school, on weekends, during non-instructional
periods of the school day, or during the summer,
for students in grades 1 through 3 who are expe-
riencing difficulty reading; and
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‘(D) will carry out professional development
for the classroom teacher and other teaching
staff on the teaching of reading based on reli-
able, replicable research on reading;

““(7) shall describe how the local educational
agency provides instruction in reading to chil-
dren who have not been determined to be a child
with a disability (as defined in section 602 of the
Individuals with Disabilities Education Act (20
U.S.C. 1401)), pursuant to section 614(b)(5) of
such Act (20 U.S.C. 1414(a)(5)), because of a
lack of instruction in reading; and

““(8) shall indicate the amount of the subgrant
funds (if any) that the applicant will use to
carry out the duties described in section
2505(b)(2).

“(d) PRIORITY.—INn approving applications
under this section, a reading and literacy part-
nership shall give priority to an application sub-
mitted by an applicant who demonstrates that
the applicant has established—

““(1) a contractual association with 1 or more
Head Start programs under the Head Start Act
(42 U.S.C. 9801 et seq.) under which—

““(A) the Head Start program agrees to select
the same model or models of reading instruction,
as a model for implementing and improving the
reading readiness of children participating in
the program, as was selected by the applicant;
and

““(B) the applicant agrees—

‘(i) to share with the Head Start program an
appropriate amount of the applicant’s informa-
tion resources with respect to the model, such as
curricula materials; and

““(ii) to train personnel from the Head Start
program;

““(2) a contractual association with 1 or more
State- or federally-funded preschool programs,
or family literacy programs, under which—

“(A) the program agrees to select the same
model or models of reading instruction, as a
model for implementing and improving reading
instruction in the program’s activities, as was
selected by the applicant; and

“(B) the applicant agrees to train personnel
from the program who work with children and
parents in schools selected under subsection
(a)(2); or

““(3) a contractual association with 1 or more
public libraries providing reading or literacy
services to preschool children, or preschool chil-
dren and their families, under which—

“(A) the library agrees to select the same
model or models of reading instruction, as a
model for implementing and improving reading
instruction in the library’s reading or literacy
programs, as was selected by the applicant; and

“(B) the applicant agrees to train personnel,
including volunteers, from such programs who
work with preschool children, or preschool chil-
dren and their families, in schools selected
under subsection (a)(2).

“‘(e) USE OF FUNDS.—

““(1) IN GENERAL.—Subject to paragraph (2),
an applicant who receives a subgrant under this
section may use the subgrant funds to carry out
activities that are authorized by this part and
described in the subgrant application, including
the following:

“(A) Making reasonable payments for tech-
nical and other assistance to a person respon-
sible for the development of a model of reading
instruction, or a person with experience or ex-
pertise about such model and its implementa-
tion, who has agreed to work with the recipient
in connection with the implementation of the
model.

“(B) Carrying out a contractual agreement
described in subsection (d).

“(C) Professional development (including
training of volunteers), purchase of curricular
and other supporting materials, and technical
assistance.

‘(D) Providing, on a voluntary basis, training
to parents of children enrolled in a school se-
lected under subsection (a)(2) on how to help
their children with school work, particularly in
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the development of reading skills. Such training
may be provided directly by the subgrant recipi-
ent, or through a grant or contract with another
person. Such training shall be consistent with
reading reforms taking place in the school set-
ting.

“(E) Carrying out family literacy programs
based on the Even Start family literacy model
authorized under part B of title |1 to enable par-
ents to be their child’s first and most important
teacher, and making payments for the receipt of
technical assistance for the development of such
programs.

““(F) Providing instruction for parents of chil-
dren enrolled in a school selected under sub-
section (a)(2), and others who volunteer to be
reading tutors for such children, in the instruc-
tional practices based on reliable, replicable re-
search on reading used by the applicant.

““(G) Programs to assist those kindergarten
students enrolled in a school selected under sub-
section (a)(2) who are not ready for the transi-
tion to 1st grade, particularly students experi-
encing difficulty with reading skills.

““(H) Providing, for students who are enrolled
in grades 1 through 3 in a school selected under
subsection (a)(2) and are experiencing difficulty
reading, additional support before school, after
school, on weekends, during non-instructional
periods of the school day, or during the summer,
using supervised individuals (including tutors)
who have been appropriately trained using reli-
able, replicable research on reading.

“(1) Carrying out the duties described in sec-
tion 2505(b)(2) for children enrolled in a school
selected under subsection (a)(2).

““(J) Providing reading assistance to children
who have not been determined to be a child with
a disability (as defined in section 602 of the In-
dividuals with Disabilities Education Act (20
U.S.C. 1401)), pursuant to section 614(b)(5) of
such Act (20 U.S.C. 1414(b)(5)), because of a lack
of instruction in reading.

““(2) LIMITATION ON ADMINISTRATIVE EX-
PENSES.—A recipient of a subgrant under this
section may use not more than 3 percent of the
subgrant funds for administrative costs.

““(f) TRAINING NONRECIPIENTS.—A recipient of
a subgrant under this section may train, on a
fee-for-service basis, personnel who are from
schools, or local educational agencies, that are
not receiving such a subgrant in the instruc-
tional practices based on reliable, replicable re-
search on reading used by the recipient. Such a
non-recipient school may use funds received
under title 1, and other appropriate Federal
funds used for reading instruction, to pay for
such training, to the extent consistent with the
law under which such funds were received.
“SEC. 2505. TUTORIAL ASSISTANCE SUBGRANTS.

‘“(a) IN GENERAL.—

““(1) SUBGRANTS.—A reading and literacy
partnership that receives a grant under section
2503 shall make subgrants on a competitive basis
to—

““(A) local educational agencies that have at
least 1 school in the geographic area served by
the agency that—

““(i) is located in an area designated as an em-
powerment zone under part | of subchapter U of
chapter 1 of the Internal Revenue Code of 1986;
or

‘“(ii) is located in an area designated as an en-
terprise community under part | of subchapter
U of chapter 1 of the Internal Revenue Code of
1986; or

““(B) in the case of local educational agencies
that do not have any such empowerment zone or
enterprise community in the State in which the
agency is located, local educational agencies
that have at least 1 school that is identified for
school improvement under section 1116(c) in the
geographic area served by the agency.

““(2) APPLICATIONS.—A local educational
agency that desires to receive a subgrant under
this section shall submit an application to the
reading and literacy partnership at such time,
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in such manner, and including such information
as the partnership may require. The application
shall include an assurance that the agency will
use the subgrant funds to carry out the duties
described in subsection (b) for children enrolled
in 1 or more schools selected by the agency and
described in paragraph (1).
““(b) USE OF FUNDS.—

““(1) IN GENERAL.—A local educational agency
that receives a subgrant under this section shall
carry out, using the funds provided under the
subgrant, each of the duties described in para-
graph (2).

““(2) DuTIES.—The duties described in this
paragraph are the provision of tutorial assist-
ance in reading to children who have difficulty
reading, using instructional practices based on
the principles of reliable, replicable research,
through the following:

“(A) The promulgation of a set of objective
criteria, pertaining to the ability of a tutorial
assistance provider successfully to provide tuto-
rial assistance in reading, that will be used to
determine in a uniform manner, at the begin-
ning of each school year, the eligibility of tuto-
rial assistance providers, subject to the succeed-
ing subparagraphs of this paragraph, to be in-
cluded on the list described in subparagraph (B)
(and thereby be eligible to enter into a contract
pursuant to subparagraph (F)).

““(B) The promulgation, maintenance, and ap-
proval of a list of tutorial assistance providers
eligible to enter into a contract pursuant to sub-
paragraph (F) who—

““(i) have established a record of effectiveness
with respect to reading readiness, reading in-
struction for children in kindergarten through
3d grade, and early childhood literacy;

““(ii) are located in a geographic area conven-
ient to the school or schools attended by the
children who will be receiving tutorial assist-
ance from the providers; and

““(iii) are capable of providing tutoring in
reading to children who have difficulty reading,
using instructional practices based on the prin-
ciples of reliable, replicable research and con-
sistent with the instructional methods used by
the school the child attends.

““(C) The development of procedures (i) for the
receipt of applications for tutorial assistance,
from parents who are seeking such assistance
for their child or children, that select a tutorial
assistance provider from the list described in
subparagraph (B) with whom the child or chil-
dren will enroll, for tutoring in reading; and (ii)
for considering children for tutorial assistance
who are identified under subparagraph (D) and
for whom no application has been submitted,
provided that such procedures are in accordance
with this paragraph and give such parents the
right to select a tutorial assistance provider from
the list referred to in subparagraph (B), and
shall permit a local educational agency to rec-
ommend a tutorial assistance provider from the
list under subparagraph (B) in a case where a
parent asks for assistance in the making of such
selection.

“(D) The development of a selection process
for providing tutorial assistance in accordance
with this paragraph that limits the provision of
assistance to children identified, by the school
the child attends, as having difficulty reading,
including difficulty mastering essential phonic,
decoding, or vocabulary skills. In the case of a
child included in the selection process for whom
no application has been submitted by a parent
of the child, the child’s eligibility for receipt of
tutorial assistance shall be determined under
the same procedures, timeframe, and criteria for
consideration as is used to determine the eligi-
bility of a child whose parent has submitted
such an application. Such local educational
agency shall apply the provisions of subpara-
graphs (F) and (G) to a tutorial assistance pro-
vider selected for a child whose parent has not
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submitted an application pursuant to subpara-
graph (C)(i) in the same manner as the provi-
sions are applied to a provider selected in an ap-
plication submitted pursuant to subparagraph
©)®.

““(E) The development of procedures for select-
ing children to receive tutorial assistance, to be
used in cases where insufficient funds are avail-
able to provide assistance with respect to all
children identified by a school under subpara-
graph (D) that—

““(i) gives priority to children who are deter-
mined, through State or local reading assess-
ments, to be most in need of tutorial assistance;
and

““(ii) gives priority, in cases where children are
determined, through State or local reading as-
sessments, to be equally in need of tutorial as-
sistance, based on a random selection principle.

“(F) The development of a methodology by
which payments are made directly to tutorial
assistance providers who are identified and se-
lected pursuant to subparagraphs (C), (D), and
(E). Such methodology shall include the making
of a contract, consistent with State and local
law, between the tutorial assistance provider
and the local educational agency carrying out
this paragraph. Such contract—

““(i) shall contain specific goals and timetables
with respect to the performance of the tutorial
assistance provider;

““(ii) shall require the tutorial assistance pro-
vider to report to the parent and the local edu-
cational agency on the provider’s performance
in meeting such goals and timetables; and

““(iii) shall contain provisions with respect to
the making of payments to the tutorial assist-
ance provider by the local educational agency.

“(G) The development of procedures under
which the local educational agency carrying out
this paragraph—

“(i) will ensure oversight of the quality and
effectiveness of the tutorial assistance provided
by each tutorial assistance provider that is se-
lected for funding;

““(ii) will remove from the list under subpara-
graph (B) ineffective and unsuccessful providers
(as determined by the local educational agency
based upon the performance of the provider
with respect to the goals and timetables con-
tained in the contract between the agency and
the provider under subparagraph (F));

“(iii) will provide to each parent of a child
identified under subparagraph (D) who requests
such information for the purpose of selecting a
tutorial assistance provider for the child, in a
comprehensible format, information with respect
to the quality and effectiveness of the tutorial
assistance referred to in clause (i); and

“(iv) will ensure that each school identifying
a child under subparagraph (D) will provide
upon request, to a parent of the child, assist-
ance in selecting, from among the tutorial as-
sistance providers who are included on the list
described in subparagraph (B), the provider who
is best able to meet the needs of the child.

““(c) DEFINITION.—For the purpose of this sec-
tion the term ‘parent’ includes a legal guardian.
“SEC. 2506. PROGRAM EVALUATION.

““(a) IN GENERAL.—From funds reserved under
section 2510(b)(1), the Secretary shall conduct a
national assessment of the programs under this
part. In developing the criteria for the assess-
ment, the Secretary shall receive recommenda-
tions from the peer review panel convened under
section 2503(f).

““(b) SUBMISSION TO PEER REVIEW PANEL.—
The Secretary shall submit the findings from the
assessment under subsection (a) to the peer re-
view panel convened under section 2503(f).

“SEC. 2507. INFORMATION DISSEMINATION.

““(a) IN GENERAL.—From funds reserved under
section 2510(b)(2), the National Institute for Lit-
eracy shall disseminate information on reliable,
replicable research on reading and information
on subgrantee projects under section 2504 or
2505 that have proven effective. At a minimum,
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the institute shall disseminate such information

to all recipients of Federal financial assistance

under titles 1 and VII, the Head Start Act (42

U.S.C. 9801 et seq.), the Individuals with Dis-

abilities Education Act (20 U.S.C. 1400 et seq.),

and the Adult Education Act (20 U.S.C. 1201 et
seq.).

““(b) COORDINATION.—In carrying out this sec-
tion, the National Institute for Literacy—

‘(1) shall use, to the extent practicable, infor-
mation networks developed and maintained
through other public and private persons, in-
cluding the Secretary, the National Center for
Family Literacy, and the Readline Program;

*“(2) shall work in conjunction with any panel
convened by the National Institute of Child
Health and Human Development and the Sec-
retary, and any panel convened by the Office of
Educational Research and Improvement to as-
sess the current status of research-based knowl-
edge on reading development, including the ef-
fectiveness of various approaches to teaching
children to read, with respect to determining the
criteria by which the National Institute for Lit-
eracy judges reliable, replicable research and
the design of strategies to disseminate such in-
formation; and

““(3) shall assist any reading and literacy
partnership selected to receive a grant under
section 2503, and that requests such assistance—

“(A) in determining whether applications for
subgrants submitted to the partnership meet the
requirements of this part relating to reliable,
replicable research on reading; and

““(B) in the development of subgrant applica-
tion forms.

“SEC. 2508. STATE EVALUATIONS.

““(a) IN GENERAL.—Each reading and literacy
partnership that receives a grant under this
part shall reserve not more than 2 percent of
such grant funds for the purpose of evaluating
the success of the partnership’s subgrantees in
meeting the purposes of this part. At a mini-
mum, the evaluation shall measure the extent to
which students who are the intended bene-
ficiaries of the subgrants made by the partner-
ship have improved their reading.

““(b) CONTRACT.—A reading and literacy part-
nership shall carry out the evaluation under
this section by entering into a contract with an
eligible research institution under which the in-
stitution will perform the evaluation.

““(c) SuBMISSION.—A reading and literacy
partnership shall submit the findings from the
evaluation under this section to the Secretary
and the peer review panel convened under sec-
tion 2503(f). The Secretary and the peer review
panel shall submit a summary of the findings
from the evaluations under this subsection to
the appropriate committees of the Congress, in-
cluding the Education and the Workforce Com-
mittee of the House of Representatives.

“SEC. 2509. PARTICIPATION OF CHILDREN EN-
ROLLED IN PRIVATE SCHOOLS.

““Each reading and literacy partnership that
receives funds under this part shall provide for,
or ensure that subgrantees provide for, the par-
ticipation of children in private schools in the
activities and services assisted under this part in
the same manner as the children participate in
activities and services pursuant to sections 2503,
2504, 2505, and 2506.

“SEC. 2510. AUTHORIZATION OF APPROPRIA-
TIONS; RESERVATIONS FROM AP-
PROPRIATIONS; APPLICABILITY;
SUNSET.

‘“(a) AUTHORIZATION.—There are authorized
to be appropriated to carry out this part
$210,000,000 for fiscal years 1999, 2000, and 2001.

““(b) RESERVATIONS.—From the amount appro-
priated under subsection (a) for each fiscal
year, the Secretary—

‘(1) shall reserve 1.5 percent to carry out sec-
tion 2506(a);

““(2) shall reserve $5,075,000 to carry out sec-
tions 2503(f)(2) and 2507, of which $5,000,000
shall be reserved for section 2507; and
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““(3) shall reserve $10,000,000 to carry out sec-
tion 1202(c).

““(c) APpLICABILITY.—Part E shall not apply
to this part.

““(d) SuNseT.—Notwithstanding section 422(a)
of the General Education Provisions Act (20
U.S.C. 1226a(a)), this part is repealed, effective
September 30, 2001, and is not subject to exten-
sion under such section.”’.

Subtitle B—Amendments to Even Start Family

Literacy Programs
SEC. 521. RESERVATION FOR GRANTS.

Section 1202(c) of the Elementary and Second-
ary Education Act of 1965 (20 U.S.C. 6362(c)) is
amended to read as follows:

“‘(c) RESERVATION FOR GRANTS.—

““(1) GRANTS AUTHORIZED.—From funds re-
served under section 2510(b)(3), the Secretary
shall award grants, on a competitive basis, to
States to enable such States to plan and imple-
ment, statewide family literacy initiatives to co-
ordinate and integrate existing Federal, State,
and local literacy resources consistent with the
purposes of this part. Such coordination and in-
tegration shall include coordination and inte-
gration of funds available under the Adult Edu-
cation Act (20 U.S.C. 1201 et seq.), Head Start
(42 U.S.C. 9801 et seq.), this part, part A of this
title, and part A of title IV of the Social Secu-
rity Act.

““(2) CONSORTIA.—

““(A) ESTABLISHMENT.—To0 receive a grant
under this subsection, a State shall establish a
consortium of State-level programs under the
following laws:

(i) This title.

““(if) The Head Start Act.

““(iii) The Adult Education Act.

“(iv) All other State-funded preschool pro-
grams and programs providing literacy services
to adults.

“(B) PLAN.—To receive a grant under this
subsection, the consortium established by a
State shall create a plan to use a portion of the
State’s resources, derived from the programs re-
ferred to in subparagraph (A), to strengthen
and expand family literacy services in such
State.

““(C) COORDINATION WITH TITLE 1l.—The con-
sortium shall coordinate its activities with the
activities of the reading and literacy partner-
ship for the State established under section 2503,
if the State receives a grant under such section.

““(3) READING INSTRUCTION.—Statewide family
literacy initiatives implemented under this sub-
section shall base reading instruction on reli-
able, replicable research on reading (as such
terms are defined in section 2502).

““(4) TECHNICAL ASSISTANCE.—The Secretary
shall provide, directly or through a grant or
contract with an organization with experience
in the development and operation of successful
family literacy services, technical assistance to
States receiving a grant under this subsection.

““(5) MATCHING REQUIREMENT.—The Secretary
shall not make a grant to a State under this
subsection unless the State agrees that, with re-
spect to the costs to be incurred by the eligible
consortium in carrying out the activities for
which the grant was awarded, the State will
make available non-Federal contributions in an
amount equal to not less than the Federal funds
provided under the grant.”.

SEC. 522. DEFINITIONS.

Section 1202(e) of the Elementary and Second-
ary Education Act of 1965 (20 U.S.C. 6362(e)) is
amended—

(1) by redesignating paragraphs (3) and (4) as
paragraphs (4) and (5), respectively; and

(2) by inserting after paragraph (2) the follow-
ing:
““(3) the term ‘family literacy services’ means
services provided to participants on a voluntary
basis that are of sufficient intensity in terms of
hours, and of sufficient duration, to make sus-
tainable changes in a family (such as eliminat-
ing or reducing welfare dependency) and that
integrate all of the following activities:
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“(A) Interactive literacy activities between
parents and their children.

““(B) Equipping parents to partner with their
children in learning.

““(C) Parent literacy training, including train-
ing that contributes to economic self-sufficiency.

‘(D) Appropriate instruction for children of
parents receiving parent literacy services.”.

SEC. 523. EVALUATION.

Section 1209 of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 6369) is amend-
ed—

(1) in paragraph (1), by striking ““and’’ at the
end;

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

(3) by adding at the end the following:

““(3) to provide States and eligible entities re-
ceiving a subgrant under this part, directly or
through a grant or contract with an organiza-
tion with experience in the development and op-
eration of successful family literacy services,
technical assistance to ensure local evaluations
undertaken under section 1205(10) provide accu-
rate information on the effectiveness of pro-
grams assisted under this part.”.

SEC. 524. INDICATORS OF PROGRAM QUALITY.

(a) IN GENERAL.—The Elementary and Sec-
ondary Education Act of 1965 (20 U.S.C. 6301 et
seq.) is amended—

(1) by redesignating section 1210 as section
1212; and

(2) by inserting after section 1209 the follow-
ing:

“SEC. 1210. INDICATORS OF PROGRAM QUALITY.

““Each State receiving funds under this part
shall develop, based on the best available re-
search and evaluation data, indicators of pro-
gram quality for programs assisted under this
part. Such indicators shall be used to monitor,
evaluate, and improve such programs within the
State. Such indicators shall include the follow-
ing:

““(1) With respect to eligible participants in a
program who are adults—

“(A) achievement in the areas of reading,
writing, English language acquisition, problem
solving, and numeracy;

““(B) receipt of a secondary school diploma or
its recognized equivalent;

“(C) entry into a postsecondary school, a job
retraining program, or employment or career ad-
vancement, including the military; and

‘(D) such other indicators as the State may
develop.

““(2) With respect to eligible participants in a
program who are children—

“(A) improvement in ability to read on grade
level or reading readiness;

““(B) school attendance;

““(C) grade retention and promotion; and

‘(D) such other indicators as the State may
develop.”.

(b) STATE LEVEL ACTIVITIES.—Section 1203(a)
of the Elementary and Secondary Education Act
of 1965 (20 U.S.C. 6363(a)) is amended—

(1) in paragraph (1), by striking “‘and’” at the
end;

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

(3) by adding at the end the following:

““(3) carrying out section 1210.”".

(c) AWARD OF SUBGRANTS.—Paragraphs (3)
and (4) of section 1208(b) of the Elementary and
Secondary Education Act of 1965 (20 U.S.C.
6368) are amended to read as follows:

““(3) CONTINUING ELIGIBILITY.—In awarding
subgrant funds to continue a program under
this part for the second, third, or fourth year,
the State educational agency shall evaluate the
program based on the indicators of program
quality developed by the State under section
1210. Such evaluation shall take place after the
conclusion of the startup period, if any.

““(4) INSUFFICIENT PROGRESS.—The State edu-
cational agency may refuse to award subgrant
funds if such agency finds that the eligible en-
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tity has not sufficiently improved the perform-
ance of the program, as evaluated based on the
indicators of program quality developed by the
State under section 1210, after—

““(A) providing technical assistance to the eli-
gible entity; and

““(B) affording the eligible entity notice and
an opportunity for a hearing.””.

SEC. 525. RESEARCH.

The Elementary and Secondary Education Act
of 1965 (20 U.S.C. 6301 et seq.) is amended fur-
ther by inserting after section 1210 (as inserted
by section 524(a)(2) of this Act) the following:
“SEC. 1211. RESEARCH.

““(a) IN GENERAL.—The Secretary shall carry
out, through grant or contract, research into the
components of successful family literacy serv-
ices. The purpose of the research shall be—

““(1) to improve the quality of existing pro-
grams assisted under this part or other family
literacy programs carried out under this Act or
the Adult Education Act (20 U.S.C. 1201 et seq.);
and

*“(2) to develop models for new programs to be
carried out under this Act or the Adult Edu-
cation Act.

““(b) DISSEMINATION.—The National Institute
for Literacy shall disseminate, pursuant to sec-
tion 2507, the results of the research described in
subsection (a) to States and recipients of sub-
grants under this part.”.

TITLE VI—MISCELLANEOUS PROVISIONS
SEC. 601. MULTILINGUALISM STUDY.

(a) FINDINGS.—Congress finds that—

(1) even though all residents of the United
States should be proficient in English, without
regard to their country of birth, it is also of vital
importance to the competitiveness of the United
States that those residents be encouraged to
learn other languages; and

(2) education is the primary responsibility of
State and local governments and communities,
and these entities are responsible for developing
policies in this subject area.

(b) RESIDENT OF THE UNITED STATES DE-
FINED.—In this section, the term ‘‘resident of the
United States’”” means an individual who resides
in the United States, other than an alien who is
not lawfully present in the United States.

(c) STuDY.—

(1) IN GENERAL.—Not later than 180 days after
the date of enactment of this Act, the Comptrol-
ler General of the United States (referred to in
this section as the ‘““Comptroller General’’) shall
conduct a study of multilingualism in the
United States in accordance with this section.

(2) REQUIREMENTS.—

(A) IN GENERAL.—The study conducted under
this section shall ascertain—

(i) the percentage of residents in the United
States who are proficient in English and at least
1 other language;

(i) the predominant language other than
English in which residents referred to in clause
(i) are proficient;

(iii) the percentage of the residents described
in clause (i) who were born in a foreign country;

(iv) the percentage of the residents described
in clause (i) who were born in the United States;

(V) the percentage of the residents described in
clause (iv) who are second-generation residents
of the United States; and

(vi) the percentage of the residents described
in clause (iv) who are third-generation residents
of the United States.

(B) AGE-SPECIFIC CATEGORIES.—The study
under this section shall, with respect to the resi-
dents described in subparagraph (A)(i), deter-
mine the number of those residents in each of
the following categories:

(i) Residents who have not attained the age of
12.

(ii) Residents who have attained the age of 12,
but have not attained the age of 18.

(iii) Residents who have attained the age of
18, but have not attained the age of 50.

(iv) Residents who have attained the age of
50.
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(C) FEDERAL PROGRAMS.—In conducting the
study under this section, the Comptroller Gen-
eral shall establish a list of each Federal pro-
gram that encourages multilingualism with re-
spect to any category of residents described in
subparagraph (B).

(D) COMPARISONS.—In conducting the study
under this section, the Comptroller General
shall compare the multilingual population de-
scribed in subparagraph (A) with the multi-
lingual populations of foreign countries—

(i) in the Western hemisphere; and

(ii) in Asia.

(d) REPORT.—Upon completion of the study
under this section, the Comptroller General
shall prepare, and submit to Congress, a report
that contains the results of the study conducted
under this section, and such findings and rec-
ommendations as the Comptroller General deter-
mines to be appropriate.

SEC. 602. SAFER SCHOOLS.

(a) SHORT TITLE.—This section may be cited
as the “‘Safer Schools Act of 1998”".

(b) AMENDMENT.—Section 14601 of the Gun-
Free Schools Act of 1994 (20 U.S.C. 8921) is
amended by adding at the end the following
new subsection:

““(g) For the purposes of this section, a weap-
on that has been determined to have been
brought to a school by a student shall be admis-
sible as evidence in any internal school discipli-
nary proceeding (related to an expulsion under
this section).””.

SEC. 603. STUDENT IMPROVEMENT INCENTIVE
AWARDS.

Section 6201 of the Elementary and Secondary
Education Act of 1965 (20 U.S.C. 7331) is amend-
ed—

(1) in subsection (a)—

(A) in paragraph (1)(C), by striking “‘and”’
after the semicolon;

(B) in paragraph (2), by striking the period
and inserting ‘‘; and’’; and

(C) by adding at the end the following:

“(3) student improvement incentive awards
described in subsection (c).”’; and

(2) by adding at the end the following:

““(c) STUDENT  IMPROVEMENT  INCENTIVE
AWARDS.—

“(1) AwARDS.—A State educational agency
may use funds made available for State use
under this title to make awards to public schools
in the State that are determined to be outstand-
ing schools pursuant to a statewide assessment
described in paragraph (2).

““(2) STATEWIDE ASSESSMENT.—The statewide
assessment referred to in paragraph (1)—

“(A) shall—

‘(i) determine the educational progress of stu-
dents attending public schools within the State;
and

““(ii) allow for an objective analysis of the as-
sessment on a school-by-school basis; and

““(B) may involve exit exams.””.

And the Senate agree to the same.

WILLIAM ARCHER,
BiLL GOODLING,
Dick ARMEY,
Managers on the Part of the House.

WILLIAM V. ROTH,

CONNIE MACK,

DAN COATS,

SLADE GORTON,

PAuL COVERDELL,

Managers on the Part of the Senate.
JOINT EXPLANATORY STATEMENT OF
THE COMMITTEE OF CONFERENCE

The managers on the part of the House and
the Senate at the conference on the disagree-
ing votes of the two Houses on the amend-
ment of the Senate of the bill (H.R. 2646) to
amend the Internal Revenue Code of 1986 to
allow tax-free expenditures from education
individual retirement accounts for elemen-
tary and secondary school expenses, to in-
crease the maximum annual amount of con-
tributions to such accounts, and for other
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purposes, submit the following joint state-
ment to the House and the Senate in expla-
nation of the effect of the action agreed upon
by the managers and recommended in the ac-
companying conference report.

CONTENTS
. Revenue Provisions

A. Modifications to Education Individual
Retirement Accounts (IRAS) (sec. 2 of the
House bill and sec. 101 of the Senate
amendment)

B. Exclusion from Gross Income of Edu-
cation Distributions from Qualified Tui-
tion Programs (sec. 104 of the Senate
amendment)

C. Extension of Exclusion for Employer-
Provided Educational Assistance (sec. 105
of the Senate amendment)

D. Arbitrage Rebate Exception for Govern-
mental Bonds of Certain Small Govern-
ments (sec. 106 of the Senate amend-
ment)

E. Exclusion of Certain Amounts Received
under the National Health Corps Schol-
arship Program and the F. Edward
Hebert Armed Forces Health Professions
Scholarship and Financial Assistance
Program (sec. 107 of the Senate amend-
ment)

F. Tax-Exempt Bonds for Privately Owned
Public Schools (sec. 108 of the Senate
amendment)

G. Employer Deductions for Vacation and
Severance Pay (sec. 3(a) of the House bill
and sec. 201 of the Senate amendment)

H. Modification to Foreign Tax Credit
Carryback and Carryover Periods (sec.
202 of the Senate amendment)

I. Limited Tax Benefits in the Revenue
Title Subject to the Line Item Veto Act

I1. Non-Tax Provisions

A. Prohibition on Federal Testing

B. Student Improvement Incentive Awards

C. State Incentives for Teacher Testing
and Merit Pay

D. Equal Educational Opportunity

E. Education Block Grant

F. Sense of the Senate on Dollars to the
Classroom

G. Reading Excellence

H. Drop-Out Prevention Program

I. Multilingualism Study

J. Safe Schools

I. REVENUE PROVISIONS
A. Modifications to Education Individual Re-
tirement Accounts (IRAs) (sec. 2 of the

House bill and sec. 101 of the Senate

amendment)

Present Law

In general.—Section 530 provides tax-ex-

empt status to ‘“‘education IRAs,” meaning
certain trusts (or custodial accounts) which
are created or organized in the United States
exclusively for the purpose of paying the
qualified higher education expenses of a
named beneficiary.l Contributions to edu-
cation IRAs may be made only in cash. An-
nual contributions to education IRAs may
not exceed $500 per designated beneficiary
(except in cases involving certain tax-free
rollovers, as described below), and may not
be made after the designated beneficiary
reaches age 18.2 Moreover, section 4973 im-
poses a penalty excise tax if a contribution is
made by any person to an education IRA es-
tablished on behalf of a beneficiary during
any taxable year in which any contributions
are made by anyone to a qualified State tui-

1Education IRAs generally are not subject to Fed-
eral income tax, but are subject to the unrelated
business income tax (““‘UBIT”) imposed by section
511.

2An excise tax penalty may be imposed under
present-law section 4973 to the extent that excess
contributions above the $500 annual limit are made
to an education IRA.
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tion program (defined under sec. 529) on be-
half of the same beneficiary. These provi-
sions were enacted as part of the Taxpayer
Relief Act of 1997 (**1997 Act”’).

Phase-out of contribution limit.—The $500 an-
nual contribution limit for education IRAs is
phased out ratably for contributors with
modified AGI between $95,000 and $110,000
($150,000 and $160,000 for joint returns). Indi-
viduals with modified AGI above the phase-
out range are not allowed to make contribu-
tions to an education IRA established on be-
half of any other individual.

Treatment of distributions.—Amounts dis-
tributed from education IRAs are excludable
from gross income to the extent that the
amounts distributed do not exceed qualified
higher education expenses of the designated
beneficiary incurred during the year the dis-
tribution is made (provided that a HOPE
credit or Lifetime Learning credit is not
claimed under sec. 25A with respect to the
beneficiary for the same taxable year).3 If a
HOPE credit or Lifetime Learning credit is
claimed with respect to a student for a tax-
able year, then a distribution from an edu-
cation IRA may (at the option of the tax-
payer) be made during that taxable year on
behalf of that student, but an exclusion is
not available under the Act for the earnings
portion of such distribution.4

Distributions from an education IRA gen-
erally are deemed to consist of distributions
of principal (which, under all circumstances,
are excludable from gross income) and earn-
ings (which may be excludable from gross in-
come) by applying the ratio that the aggre-
gate amount of contributions to the account
for the beneficiary bears to the total balance
of the account. If the qualified higher edu-
cation expenses of the student for the year
are at least equal to the total amount of the
distribution (i.e., principal and earnings
combined) from an education IRA, then the
earnings in their entirety will be excludable
from gross income. If, on the other hand, the
qualified higher education expenses of the
student for the year are less than the total
amount of the distribution (i.e., principal
and earnings combined) from an education
IRA, then the qualified higher education ex-
penses will be deemed to be paid from a pro-
rata share of both the principal and earnings
components of the distribution. Thus, in
such a case, only a portion of the earnings
will be excludable under section 530 (i.e., a
portion of the earnings based on the ratio
that the qualified higher education expenses
bear to the total amount of the distribution)
and the remaining portion of the earnings
will be includible in the distributee’s gross
income.5> To the extent that a distribution

3The exclusion will not be a preference item for al-
ternative minimum tax (AMT) purposes.

41f a HOPE credit or Lifetime Learning credit was
claimed with respect to a student for an earlier tax-
able year, the exclusion provided for by section 530
may be claimed with respect to the same student for
a subsequent taxable year with respect to a distribu-
tion from an education IRA made in that subsequent
taxable in order to cover qualified higher education
expenses incurred during that year. Conversely, if an
exclusion is claimed for a distribution from an edu-
cation IRA with respect to a particular student,
then a HOPE credit or Lifetime Learning credit will
be available in a subsequent taxable year with re-
spect to that same student (provided that no exclu-
sion is claimed in such other taxable years for dis-
tributions from an education IRA on behalf of that
student and provided that the requirements of the
HOPE credit or Lifetime Learning credit are satis-
fied in the subsequent taxable year).

SFor example, if an education IRA has a total bal-
ance of $10,000, of which $4,000 represents principal
(i.e., contributions) and $6,000 represents earnings,
and if a distribution of $2,000 is made from such an
account, then $800 of that distribution will be treat-
ed as a return of principal (which under no event is
includible in the gross income of the distributee)
and $1,200 of the distribution will be treated as accu-
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exceeds qualified higher education expenses
of the designated beneficiary, an additional
10-percent tax is imposed on the earnings
portion of such excess distribution under sec-
tion 530(d)(4), unless such distribution is
made on account of the death or disability
of, or scholarship received by, the designated
beneficiary.

Section 530(d) allows tax-free (and penalty-
free) transfers or rollovers of account bal-
ances from one education IRA benefitting
one beneficiary to another education IRA
benefitting another beneficiary (as well as
redesignations of the named beneficiary),
provided that the new beneficiary is a mem-
ber of the family of the old beneficiary.¢

The legislative history to the 1997 Act indi-
cates that any balance remaining in an edu-
cation IRA will be deemed to be distributed
within 30 days after the date that the named
beneficiary reaches age 30 (or, if earlier,
within 30 days of the date that the bene-
ficiary dies).

Qualified higher education expenses.—The
term ‘‘qualified higher education expenses”
includes tuition, fees, books, supplies, and
equipment required for the enrollment or at-
tendance of the designated beneficiary at an
eligible education institution, regardless of
whether the beneficiary is enrolled at an eli-
gible educational institution on a full-time,
half-time, or less than half-time basis. More-
over, the term ‘‘qualified higher education
expenses include room and board expenses
(meaning the minimum room and board al-
lowance applicable to the student as deter-
mined by the institution in calculating costs
of attendance for Federal financial aid pro-
grams under sec. 472 of the Higher Education
Act of 1965) for any period during which the
beneficiary is at least a half-time student.
Qualified higher education expenses include
expenses with respect to undergraduate or
graduate-level courses. In addition, section
530(b)(2)(B) specifically provides that quali-
fied higher education expenses include
amounts paid or incurred to purchase tuition
credits (or to make contributions to an ac-
count) under a qualified State tuition pro-
gram, as defined in section 529, for the bene-
fit of the beneficiary of the education IRA.

Qualified higher education expenses gen-
erally include only out-of-pocket expenses.
Such qualified higher education expenses do
not include expenses covered by educational
assistance for the benefit of the beneficiary
that is excludable from gross income. Thus,
total qualified higher education expenses are
reduced by scholarship or fellowship grants
excludable from gross income under present-

mulated earnings. In such a case, if qualified higher
education expenses of the beneficiary during the
year of the distribution are at least equal to the
$2,000 total amount of the distribution (i.e., prin-
cipal plus earnings), then the entire earnings por-
tion of the distribution will be excludable under sec-
tion 530, provided that a Hope credit or Lifetime
Learning credit is not claimed for that same taxable
year on behalf of the beneficiary. If, however, the
qualified higher education expenses of the bene-
ficiary for the taxable year are less than the total
amount of the distribution, then only a portion of
the earnings will be excludable from gross income
under section 530. Thus, in the example discussed
above, if the beneficiary incurs only $1,500 of quali-
fied higher education expenses in the year that a
$2,000 distribution is made, then only $900 of the
earnings will be excludable from gross income under
section 530 (i.e., an exclusion will be provided for the
pro-rata portion of the earnings, based on the ratio
that the $1,500 of qualified higher education ex-
penses bears to the $2,000 distribution) and the re-
maining $300 of the earnings portion of the distribu-
tion will be includible in the distributee’s gross in-
come.

6For this purpose, a ‘“member of the family”
means persons described in paragraphs (1) through
(8) of section 152(a)—e.g., sons, daughters, brothers,
sisters, nephews and nieces, certain in-laws, etc.—
and any spouse of such persons.
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law section 117, as well as any other tax-free
educational benefits, such as employer-pro-
vided educational assistance that is exclud-
able from the employee’s gross income under
section 127. In addition, qualified higher edu-
cation expenses do not include expenses paid
with amounts that are excludable under sec-
tion 135. No reduction of qualified higher
education expenses is required, however, for
a gift, bequest, devise, or inheritance within
the meaning of section 102(a).

Eligible educational institution.—Eligible
educational institutions are defined by ref-
erence to section 481 of the Higher Education
Act of 1965. Such institutions generally are
accredited post-secondary educational insti-
tutions offering credit toward a bachelor’s
degree, an associate’s degree, a graduate-
level or professional degree, or another rec-
ognized post-secondary credential. Certain
proprietary institutions and post-secondary
vocational institutions also are eligible in-
stitutions. The institution must be eligible
to participate in Department of Education
student aid programs.

House Bill

Annual contribution limit.—For the period
1998 through 2002, the House bill increases to
$2,500 the annual contribution limit that cur-
rently applies to education IRAs under sec-
tion 530(b)(1)(A)(iii). Thus, under the House
bill, aggregate contributions that may be
made by all contributors to one (or more)
education IRAs established on behalf of any
particular beneficiary are limited to $2,500
for each year during the period 1998 through
2002. For 2003 and later years, the annual
contribution limit for education IRAs is $500.

Qualified expenses.—With respect to con-
tributions made during the period 1998
through 2002 (and earnings attributable to
such contributions), the House bill expands
the definition of qualified education ex-
penses that may be paid with tax-free dis-
tributions from an education IRA. Specifi-
cally, the definition of qualified education
expenses is expanded to include ‘“‘qualified el-
ementary and secondary education ex-
penses’” meaning (1) tuition, fees, tutoring,
special needs services, books, supplies, com-
puter equipment (including related software
and services) and other equipment, transpor-
tation and supplementary expenses required
for the enrollment or attendance of the des-
ignated beneficiary at a public, private, or
religious school (through grade 12). ““‘Quali-
fied elementary and secondary education ex-
penses’ also include certain homeschooling
education expenses if the requirements of
any applicable State or local law are met
with respect to such homeschooling. For
contributions made in 2003 or later years
(and for earnings attributable to such con-
tributions), the definition of qualified edu-
cation expenses is limited to post-secondary
education expenses.

Special needs beneficiaries.—The House bill
also provides that, although contributions to
an education IRA generally may not be made
after the designated beneficiary reaches age
18, contributions may continue to be made to
an education IRA in the case of a special
needs beneficiary (as defined by Treasury
Department regulations). In addition, under
the bill, in the case of a special needs bene-
ficiary, a deemed distribution of any balance
in an education IRA will not be required
when the beneficiary reaches age 30.

Contributions by persons other than individ-
uals.—The House bill clarifies that corpora-
tions and other entities (e.g., tax-exempt en-
tities) are permitted to make contributions
to education IRAs, regardless of the income
of the corporation or entity during the year
of the contribution. As under present law,
the eligibility of high-income individuals to
make contributions to education IRAs is
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phased out ratably for individuals with
modified AGI between $95,000 and $110,000
($150,000 and $160,000 for joint returns).

Effective date.—The provisions are effective
for taxable years beginning after December
31, 1997.

Senate Amendment

Annual contribution limit.—The Senate
amendment is the same as the House bill, ex-
cept that the Senate amendment increases
to $2,000 the annual contribution limit, and
only for the period 1999 through 2002.

Qualified expenses.—With respect to con-
tributions made during the period 1999
through 2002 (and earnings attributable to
such contributions), the Senate amendment
expands the definition of qualified education
expenses that may be paid with tax-free dis-
tributions from an education IRA. Specifi-
cally, the definition of qualified education
expenses is expanded to include ‘‘qualified el-
ementary and secondary education ex-
penses’” meaning (1) tuition, fees, academic
tutoring?, special needs services, books, sup-
plies, and equipment (including computers
and related software and services) incurred
in connection with the enrollment or attend-
ance of the designated beneficiary as an ele-
mentary or secondary student at a public,
private, or religious school providing ele-
mentary or secondary education (kinder-
garten through grade 12), and (2) room and
board, uniforms, transportation, and supple-
mentary items and services (including ex-
tended-day programs) required or provided by
such a school in connection with such enroll-
ment or attendance of the designated bene-
ficiary. ““Qualified elementary and secondary
education expenses’” also include certain
homeschooling education expenses if the re-
quirements of any applicable State or local
law are met with respect to such
homeschooling. For contributions made in
2003 or later years (and for earnings attrib-
utable to such contributions), the definition
of qualified education expenses is limited to
post-secondary education expenses. 8

Under the Senate amendment, no deduc-
tion or credit (such as the dependent care
credit under section 21) will be allowed under
the Internal Revenue Code for any qualified
education expenses taken into account in de-
termining the amount of the exclusion under
section 530 for a distribution from an edu-
cation IRA.

With respect to post-secondary education,
qualified education expenses include (1) tui-
tion, fees, academic tutoring, special needs
services, books, supplies, and equipment (in-
cluding computers and related software and
services) incurred in connection with the en-
rollment or attendance of the designated
beneficiary at an eligible post-secondary
educational institution, and (2) room and
board expenses (meaning the minimum room
and board allowance applicable to the stu-
dent as determined by the institution cal-
culating costs of attendance for Federal fi-
nancial aid programs) for any period during
which the student is at least a half-time stu-
dent.

7For this purpose, the Senate amendment provides
that it is intended that ‘‘academic tutoring” means
additional, personalized instruction provided in co-
ordination with the student’s academic courses.

8To the extent a taxpayer incurs ‘‘qualified ele-
mentary and secondary expenses’ during any year
that a distribution is made from an education IRA,
the distribution will be deemed to first consist of a
distribution of any contributions (and earnings
thereon) that were made to the education IRA dur-
ing the period 1999-2002 (reduced by the amount of
such contributions and earnings that were deemed
to be distributed in prior taxable years). The Senate
amendment requires that trustees of education IRAs
keep separate accounts with respect to contribu-
tions made during the period 1999-2002 (and earnings
thereon).
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Special needs beneficiaries.—The Senate
amendment is the same as the House bill.®

Contributions by persons other than individ-
uals.—The Senate amendment is the same as
the House bill.

Technical corrections.—The Senate amend-
ment provides for several technical correc-
tions to section 530 (as enacted as part of the
Taxpayer Relief Act of 1997), including: (1)
adding a provision that any balance remain-
ing in an education IRA will be deemed to be
distributed within 30 days after the date that
the named beneficiary reaches age 30; (2)
clarifying that, under rules contained in
present-law section 72, distributions from
education IRAs are treated as representing a
pro-rata share of the principal and accumu-
lated earnings in the account; and (3) clarify-
ing that, under section 530(d)(4), the 10-per-
cent additional tax will not be imposed in
cases where a distribution (although used to
pay for qualified higher education expenses)
is includible in gross income solely because
the taxpayer elects the HOPE or Lifetime
Learning credit on behalf of the student for
the same taxable year.

Effective date.—The provisions modifying
education IRAs under section 530 generally
are effective for taxable years beginning
after December 31, 1998. However, the provi-
sion that increases the annual contribution
limit for education IRAs (i.e., to $2,000 per
year) applies during the period January 1,
1999, through December 31, 2002, and the pro-
vision that expands the definition of quali-
fied education expenses to include qualified
elementary and secondary education ex-
penses applies to contributions (and earnings
thereon) made during the period January 1,
1999, through December 31, 2002. The tech-
nical correction provisions are effective as if
included in the 1997 Act—i.e., for taxable
years beginning after December 31, 1997.

Conference Agreement

The conference agreement follows the Sen-
ate amendment and includes certain addi-
tional technical corrections.

The conference agreement clarifies that, in
the event of the death of the designated ben-
eficiary, the balance remaining in an edu-
cation IRA may be distributed (without im-
position of the additional 10-percent tax) to
any other (i.e., contingent) beneficiary or to
the estate of the deceased designated bene-
ficiary. If any member of the family of the
deceased beneficiary becomes the new des-
ignated beneficiary of an education IRA,
then no tax will be imposed on such redesig-
nation and the account will continue to be
treated as an education IRA.

The conference agreement further provides
that the additional 10-percent tax will not
apply to the distribution of any contribution
to an education IRA made during a taxable
year if such distribution is made on or before
the date that a return is required to be filed
(including extensions of time) by the bene-
ficiary for the taxable year during which the
contribution was made (or, if the beneficiary
is not required to file such a return, April
15th of the year following the taxable year
during which the contribution was made). In
addition, the conference agreement amends
section 4973(e) to provide that the excise tax
penalty applies under that section for each
year that an excess contribution remains in
an education IRA (and not merely the year
that the excess contribution is made).

9The legislative history to the Senate amendment
clarifies the Committee’s intention that the deter-
mination of whether a beneficiary has ‘‘special
needs” will be required to be made for each year
that contributions are made to an education IRA
after the beneficiary reaches age 18. However, if an
individual meets the definition of a ‘‘special needs””
beneficiary when such individual reaches age 30,
then such individual thereafter will be presumed to
be a ‘“‘special needs’” beneficiary.
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The conference agreement clarifies that, in
order for taxpayers to establish an education
IRA, the designated beneficiary must be a
life-in-being. Further, the conference agree-
ment clarifies that for purposes of the spe-
cial rules regarding tax-free rollovers and
changes of designated beneficiaries, the new
beneficiary must be under the age of 30.

The conference agreement also provides
that, if any qualified higher education ex-
penses are taken into account in determin-
ing the amount of the exclusion under sec-
tion 530 for a distribution from an education
IRA, then no deduction (under section 162 or
any other section), or exclusion (under sec-
tion 135) or credit will be allowed under the
Internal Revenue Code with respect to such
qualified higher education expenses.

In addition, because the 1997 Act allows
taxpayers to redeem U.S. Savings Bonds and
be eligible for the exclusion under present-
law section 135 (as if the proceeds were used
to pay qualified higher education expenses)
provided the proceeds from the redemption
are contributed to an education IRA (or to a
qualified State tuition program defined
under section 529) on behalf of the taxpayer,
the taxpayer’s spouse, or a dependent, the
conference agreement conforms the defini-
tion of “eligible educational institution”
under section 135 to the broader definition of
that term under present-law section 530 (and
section 529). Thus, for purposes of section
135, as under present-law sections 529 and 530,
the term *‘eligible educational institution”
is defined as an institution which (1) is de-
scribed in section 481 of the Higher Edu-
cation Act of 1965 (20 U.S.C. 1088) and (2) is
eligible to participate in Department of Edu-
cation student aid programs.

B. Exclusion From Gross Income of Edu-
cation Distributions From Qualified Tui-
tion Programs (sec. 104 of the Senate
amendment)

Present Law

Section 529 provides tax-exempt status to
“‘qualified State tuition programs,’” meaning
certain programs established and maintained
by a State (or agency or instrumentality
thereof) under which persons may (1) pur-
chase tuition credits or certificates on behalf
of a designated beneficiary that entitle the
beneficiary to a waiver or payment of quali-
fied higher education expenses of the bene-
ficiary, or (2) make contributions to an ac-
count that is established for the purpose of
meeting qualified higher education expenses
of the designated beneficiary of the account.
The term ‘‘qualified higher education ex-
penses’ has the same meaning as does the
term for purposes of education IRAs (as de-
scribed above) and, thus, includes expenses
for tuition, fees, books, supplies, and equip-
ment required for the enrollment or attend-
ance at an eligible educational institution,0
as well as room and board expenses (meaning
the minimum room and board allowance ap-
plicable to the student as determined by the
institution in calculating costs of attend-
ance for Federal financial aid programs
under sec. 472 of the Higher Education Act of
1965) for any period during which the student
is at least a half-time student.

Section 529 also provides that no amount
shall be included in the gross income of a
contributor to, or beneficiary of, a qualified
State tuition program with respect to any
distribution from, or earnings under, such
program, except that (1) amounts distributed
or educational benefits provided to a bene-
ficiary (e.g., when the beneficiary attends
college) will be included in the beneficiary’s
gross income (unless excludable under an-

10“Eligible educational institutions” are defined
the same for purposes of education IRAs (described
in 1LA., above) and qualified State tuition programs.
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other Code section) to the extent such
amounts or the value of the educational ben-
efits exceed contributions made on behalf of
the beneficiary, and (2) amounts distributed
to a contributor or another distributee (e.g.,
when a parent receives a refund) will be in-
cluded in the contributor’s/distributee’s
gross income to the extent such amounts ex-
ceed contributions made on behalf of the
beneficiary.

A qualified State tuition program is re-
quired to provide that purchases or contribu-
tions only be made in cash.!! Contributors
and beneficiaries are not allowed to directly
or indirectly direct the investment of con-
tributions to the program (or earnings there-
on). The program is required to maintain a
separate accounting for each designated ben-
eficiary. A specified individual must be des-
ignated as the beneficiary at the commence-
ment of participation in a qualified State
tuition program (i.e., when contributions are
first made to purchase an interest in such a
program), unless interests in such a program
are purchased by a State or local govern-
ment or a tax-exempt charity described in
section 501(c)(3) as part of a scholarship pro-
gram operated by such government or char-
ity under which beneficiaries to be named in
the future will receive such interests as
scholarships. A transfer of credits (or other
amounts) from one account benefitting one
designated beneficiary to another account
benefitting a different beneficiary will be
considered a distribution (as will a change in
the designated beneficiary of an interest in a
qualified State tuition program), unless the
beneficiaries are members of the same fam-
ily.12 Earnings on an account may be re-
funded to a contributor or beneficiary, but
the State or instrumentality must impose a
more than de minimis monetary penalty un-
less the refund is (1) used for qualified higher
education expenses of the beneficiary, (2)
made on account of the death or disability of
the beneficiary, or (3) made on account of a
scholarship received by the designated bene-
ficiary to the extent the amount refunded
does not exceed the amount of the scholar-
ship used for higher education expenses.

No amount is includible in the gross in-
come of a contributor to, or beneficiary of, a
qualified State tuition program with respect
to any contribution to or earnings on such a
program until a distribution is made from
the program, at which time the earnings por-
tion of the distribution (whether made in
cash or in-kind) will be includible in the
gross income of the distributee. However, to
the extent that a distribution from a quali-
fied State tuition program is used to pay for
qualified tuition and related expenses (as de-
fined in sec. 25A(f))(1)), the distributee (or
another taxpayer claiming the distributee as
a dependent) will be able to claim the HOPE
credit or Lifetime Learning credit under sec-
tion 25A with respect to such tuition and re-
lated expenses (assuming that the other re-
quirements for claiming the HOPE credit or
Lifetime Learning credit are satisfied and
the modified AGI phaseout for those credits
does not apply).

House Bill

No provision.

Senate Amendment

Under the Senate amendment, an exclusion
from gross income is provided for distribu-

11Sections 529(c)(2), (c)(4), and (c)(5), and section
530(d)(3) provide special estate and gift tax rules for
contributions made to, and distributions made from,
qualified State tuition programs and education
IRAs.

12For this purpose, the term ‘““member of the fam-
ily”” means persons described in paragraphs (1)
through (8) of section 152(a)—e.g., sons, daughters,
brothers, sisters, nephews and nieces, certain in-
laws, etc.—and any spouse of such persons.
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tions from qualified State tuition programs
(as defined in sec. 529) to the extent that the
distribution is used to pay for (1) tuition,
fees, academic tutoring, special needs serv-
ices, books, supplies, and equipment (includ-
ing computers and related software and serv-
ices) incurred in connection with the enroll-
ment or attendance of a designated bene-
ficiary at an eligible post-secondary edu-
cational institution (i.e., colleges, univer-
sities, and certain vocational schools), and
(2) room and board expenses (meaning the
minimum room and board allowance applica-
ble to the student as determined by the in-
stitution calculating costs of attendance for
Federal financial aid programs) for any pe-
riod during which the student is at least a
half-time student. As under present law,
there is no specific dollar limitation imposed
under the Internal Revenue Code on con-
tributions made to qualified State tuition
programs, although section 529(b)(7) will con-
tinue to require that the programs them-
selves provide adequate safeguards to pre-
vent contributions on behalf of a beneficiary
in excess of those necessary to provide for
qualified higher education expenses of the
beneficiary.

As with the present-law exclusion from
gross income for distributions from edu-
cation IRAs, the tax-free treatment for a dis-
tribution from a qualified State tuition pro-
gram will be allowed only if, for the taxable
year during which the distribution is made,
a HOPE or Lifetime Learning credit (under
sec. 25A\) is not claimed on behalf of the stu-
dent. As under present law, if a student is
claimed as a dependent by his or her parent,
then the parent (if eligible) must decide
whether to elect to claim a HOPE or Life-
time Learning credit with respect to that
student for that taxable year; and, if the par-
ent elects to claim a HOPE or Lifetime
Learning credit, then the earnings portion of
a distribution made to a student from a
qualified State tuition program will be in-
cludible in the gross income of the student.

Under the Senate amendment, no deduc-
tion (under section 162 or any other section)
or credit is allowed under the Internal Reve-
nue Code for any qualified higher education
expenses taken into account in determining
the amount of the exclusion under section
529 for a distribution made to, or on behalf
of, a student by a qualified State tuition pro-
gram.

Technical correction.—The Senate amend-
ment clarifies that, under rules contained in
present-law section 72, distributions from
qualified State tuition programs are treated
as representing a pro-rata share of the prin-
cipal (i.e., contributions) and accumulated
earnings in the account.

Effective date.—The provision that allows
an exclusion from gross income for certain
distributions from qualified State tuition
programs under section 529 (and the modi-
fication to the definition of qualified higher
education expenses under that section) is ef-
fective for distributions made in taxable
years beginning after December 31, 1998.

Conference Agreement

The conference agreement follows the Sen-
ate amendment, except that it expands the
definition of ‘‘qualified tuition program’ to
include not only qualified State tuition pro-
grams as defined under present-law section
529, but also certain prepaid tuition pro-
grams established and maintained by one or
more eligible educational institutions (which
may be private institutions) that satisfy the
requirements under section 529 (other than
the present-law State sponsorship rule). In
the case of a qualified tuition program main-
tained by one or more private educational
institutions, persons may purchase tuition
credits or certificates on behalf of a des-
ignated beneficiary as set forth in section
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529(b)(1)(A)(i), but may not make contribu-
tions to an account as described in section
529(b)(1)(A)(ii) (so-called ‘‘savings account
plans’). In addition, contributions to any
such program on behalf of a named bene-
ficiary may not exceed $5,000 per year, with
an aggregate limit of $50,000 for contribu-
tions to all such programs on behalf of that
beneficiary for all years.13 Contributions
may not be made to a qualified tuition pro-
gram maintained by one or more private
educational institutions in any year in
which contributions are made on behalf of
the same beneficiary to an education IRA or

a State-sponsored qualified tuition program.
In addition, the conference agreement in-

cludes a technical correction to section

529(e)(2), clarifying that—for purposes of tax-

free rollovers and changes of designated

beneficiaries—a ‘“member of the family” in-
cludes the spouse of the original beneficiary.

Effective date.—The provision providing for
the establishment of qualified tuition pro-
grams maintained by one or more private
educational institutions is effective for tax-
able years beginning after December 31, 2005.
The technical corrections provision is effec-
tive for distributions made after December
31, 1997.

C. Extension of Exclusion for Employer-Pro-
vided Education Assistance (sec. 105 of the
Senate amendment)

Present Law

Under present-law section 127, an employ-
ee’s gross income and wages do not include
amounts paid or incurred by the employer
for educational assistance provided to the
employee if such amounts are paid or in-
curred pursuant to an educational assistance
program that meets certain requirements.
This exclusion is limited to $5,250 of edu-
cational assistance with respect to an indi-
vidual during a calendar year. The exclusion
does not apply with respect to graduate-
level courses. The exclusion is scheduled to
expire with respect to courses beginning
after May 31, 2000.

In the absence of the exclusion provided by
section 127, educational assistance is exclud-
able from income only if the education is re-
lated to the employee’s current job, meaning
that the education (1) maintains or improves
a skill required in a trade or business cur-
rently engaged in by the taxpayer, or (2)
meets the express requirements of the tax-
payer’s employer, or requirements of appli-
cable law or regulations, imposed as a condi-
tion of continued employment (but not if the
education relates to certain minimum edu-
cational requirements or enables a taxpayer
to begin working in a new trade or business).

House Bill

No provision.

Senate Amendment

The Senate amendment reinstates the ex-
clusion for graduate-level courses, effective
with respect to courses beginning after De-
cember 31, 1997. In addition, the Senate
amendment provides that the exclusion (as

13To the extent contributions exceed the $50,000
aggregate limit, an excise tax penalty may be im-
posed under present-law section 4973, unless the ex-
cess contributions (and any earnings thereon) are re-
turned to the contributor before the due date for the
return for the taxable year during which the excess
contribution is made.

State-sponsored qualified tuition programs will
continue to be governed by the rule contained in
present-law section 529(b)(7) that such programs pro-
vide adequate safeguards to prevent contributions
on behalf of a designated beneficiary in excess of
those necessary to provide for the qualified higher
education expenses of the beneficiary. State-spon-
sored qualified tuition programs will not be subject
to a specific dollar cap under section 529 on annual
(or aggregate) contributions that can be made under
the program on behalf of a named beneficiary.
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applied to both graduate and undergraduate

courses) expires with respect to courses be-

ginning after December 31, 2002.

Effective date.—The extension of the exclu-
sion for employer-provided educational as-
sistance to graduate-level courses is effec-
tive for expenses with respect to courses be-
ginning after December 31, 1997. The exclu-
sion (with respect to both graduate and un-
dergraduate courses) expires with respect to
courses beginning after December 31, 2002.

Conference Agreement

The conference agreement follows the Sen-
ate amendment, except that it does not rein-
state the exclusion for graduate-level
courses.

D. Arbitrage Rebate Exception for Govern-
mental Bonds of Certain Small Govern-
ments (sec. 106 of the Senate amendment)

Present Law

Arbitrage profits earned on tax-exempt
bonds generally must be rebated to the Fed-
eral Government. An exception is provided
for profits earned on governmental bonds
issued by certain governmental units that
issue no more than $5 million of such bonds
in the year when the bonds benefitting from
the exception are issued. The $5 million limit
is increased to $10 million if bonds equal to
at least the excess over $5 million are used to
finance public schools.

House Bill

No provision.

Senate Amendment

The Senate amendment allows an addi-
tional $5 million of public school bonds to be
issued without loss of eligibility for the
small-issuer arbitrage rebate exception (for
total issuance of up to $15 million per year if
bonds equal to at least the excess over $5
million are used to finance public schools).

Effective date.—The provision is effective
for bonds issued after December 31, 1998.

Conference Agreement

The conference agreement follows the Sen-
ate amendment.

E. Exclusion of Certain Amounts Received
Under the National Health Corps Scholar-
ship Program and the F. Edward Hebert
Armed Forces Health Professions Scholar-
ship and Financial Assistance Program
(sec. 107 of the Senate amendment)

Present Law

Section 117 excludes from gross income
amounts received as a qualified scholarship
by an individual who is a candidate for a de-
gree and used for tuition and fees required
for the enrollment or attendance (or for fees,
books, supplies, and equipment required for
courses of instruction) at a primary, second-
ary, or post-secondary educational institu-
tion. The tax-free treatment provided by sec-
tion 117 does not extend to scholarship
amounts covering regular living expenses,
such as room and board. In addition to the
exclusion for qualified scholarship, section
117 provides an exclusion from gross income
for qualified tuition reductions for certain
education provided to employees (and their
spouses and dependents) of certain edu-
cational organizations.

Section 117(c) specifically provides that
the exclusion for qualified scholarships and
qualified tuition reductions does not apply
to any amount received by a student that
represents payment for teaching, research,
or other services by the student required as
a condition for receiving the scholarship or
tuition reduction.

House Bill

No provision.

Senate Amendment

Under the Senate amendment, amounts re-
ceived by an individual under the National
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Health Corps Scholarship Program—admin-
istered under section 338A(g)(1)(A) of the
Public Health Service Act—are eligible for
tax-free treatment as a qualified scholarship
under section 117, without regard to the fact
that the recipient of the scholarship is obli-
gated to later provide medical services in a
geographic area (or to an underserved popu-
lation group or designated facility) identi-
fied by the Public Health Service as having
a shortage of health care professionals. As
with other qualified scholarships under sec-
tion 117, the tax-free treatment does not
apply to amounts received by students to
cover regular living expenses, such as room
and board.

Effective date.—The provision applies to
amounts received in taxable years beginning
after December 31, 1993.

Conference Agreement

The conference agreement follows the Sen-
ate amendment. In addition, the conference
agreement provides that amounts received
by an individual under the F. Edward Hebert
Armed Forces Health Professions Scholar-
ship and Financial Assistance Program
under subchapter | of chapter 105 of title 10
U.S.C. also are eligible for tax-free treat-
ment as a qualified scholarship under section
117, without regard to the recipient’s future
service obligation.

F. Tax-Exempt Bonds for Privately Owned
Public Schools (sec. 108 of the Senate
amendment)

Present Law

Interest on State and local government
bonds generally is tax-exempt if the bond
proceeds are used to carry out governmental
functions of the issuer and the debt is repaid
with governmental funds. Interest on bonds
used to finance private business activities is
taxable unless the Internal Revenue Code in-
cludes an exception for the activity involved.
The Code does not include an exception for
bonds to finance public schools owned by for-
profit private businesses.

House Bill
No provision.
Senate Amendment

The Senate amendment allows States to
issue up to $10 per resident ($5 million, if
greater) per year in tax-exempt bonds for
public schools that are owned by for-profit,
private businesses, but that are operated by
States or local governments as part of the
public school system. Except for an amount
not exceeding $5 million per year, each State
could use these bonds only for public elemen-
tary and secondary schools located in ‘““high-
growth’’ school districts. High-growth school
districts are defined as districts having an
enrollment of at least 5,000 students in the
second preceding academic year and having
experienced student enrollment increases of
20 percent or more during the 5-year period
ending with that second year.

Effective date.—The provision is effective
for bonds issued after December 31, 1998.

Conference Agreement

The conference agreement does not include
the Senate amendment.

G. Employer Deductions for Vacation and
Severance Pay (sec. 3(a) of the House bill
and sec. 201 of the Senate amendment)

Present Law

For deduction purposes, any method or ar-
rangement that has the effect of a plan de-
ferring the receipt of compensation or other
benefits for employees is treated as a de-
ferred compensation plan (sec. 404(b)). In
general, contributions under a deferred com-
pensation plan (other than certain pension,
profit-sharing and similar plans) are deduct-
ible in the taxable year in which an amount
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attributable to the contribution is includible
in income of the employee. However, vaca-
tion pay which is treated as deferred com-
pensation is deductible for the taxable year
of the employer in which the vacation pay is
paid to the employee (sec. 404(a)(5)).

Temporary Treasury regulations provide
that a plan, method, or arrangement defers
the receipt of compensation or benefits to
the extent it is one under which an employee
receives compensation or benefits more than
a brief period of time after the end of the em-
ployer’s taxable year in which the services
creating the right to such compensation or
benefits are performed. A plan, method or ar-
rangement is presumed to defer the receipt
of compensation for more than a brief period
of time after the end of an employer’s tax-
able year to the extent that compensation is
received after the 15th day of the 3rd cal-
endar month after the end of the employer’s
taxable year in which the related services
are rendered (the ‘2% month” period). A
plan, method or arrangement is not consid-
ered to defer the receipt of compensation or
benefits for more than a brief period of time
after the end of the employer’s taxable year
to the extent that compensation or benefits
are received by the employee on or before
the end of the applicable 2% month period.
(Temp. Treas. Reg. sec. 1.404(b)-1T A-2).

The Tax Court recently addressed the issue
of when vacation pay and severance pay are
considered deferred compensation in Schmidt
Baking Co., Inc., 107 T.C. 271 (1996). In Schmidt
Baking, the taxpayer was an accrual basis
taxpayer with a fiscal year that ended De-
cember 28, 1991. The taxpayer funded its ac-
crued vacation and severance pay liabilities
for 1991 by purchasing an irrevocable letter
of credit on March 13, 1992. The parties stipu-
lated that the letter of credit represented a
transfer of substantially vested interest in
property to employees for purposes of sec-
tion 83, and that the fair market value of
such interest was includible in the employ-
ees’’ gross incomes for 1992 as a result of the
transfer.14 The Tax Court held that the pur-
chase of the letter of credit, and the result-
ing income inclusion, constituted payment
of the vacation and severance pay within the
2% month period. Thus, the vacation and
severance pay were treated as received by
the employees within the 2% month period
and were not treated as deferred compensa-
tion. The vacation pay and severance pay
were deductible by the taxpayer for its 1991
fiscal year pursuant to its normal accrual
method of accounting.

House Bill

The House bill specifically overrules the
result in Schmidt Baking and provides that
the Internal Revenue Code will be applied
without regard to the result reached in that
case. Thus, under the House bill, the fact
that an item of compensation is includible in
income is not taken into account in deter-
mining whether or not payment has been
made. Thus, an item of compensation must
have been actually paid or received by em-
ployees within the 2%z month period in order
for the compensation not to be treated as de-
ferred compensation.

While Schmidt Baking involved only vaca-
tion pay and severance pay, the provision is
not limited to such items of compensation.
In addition, arrangements similar to the let-
ter of credit approach used in Schmidt Baking
do not constitute actual receipt by the em-
ployee.

Effective date.—The provision is effective
for taxable years ending after October 8, 1997.
Any change in method of accounting re-

14While the rules of section 83 may govern the in-
come inclusion, section 404 governs the deduction if
the amount involved is deferred compensation.
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quired by the provision is treated as initi-

ated by the taxpayer with the consent of the

Secretary. Any adjustment required by sec-

tion 481 as a result of the change is taken

into account in the year of the change.
Senate Amendment

The Senate amendment is the same as the
House bill, except that the Senate amend-
ment does not apply to severance pay. In ad-
dition, the Senate amendment makes certain
technical modifications. Instead of providing
that the Code is to be applied without regard
to the result in Schmidt Baking, the Senate
amendment explicitly provides that for pur-
poses of determining whether an item of
compensation (other than severance pay) is
deferred compensation, the compensation is
not considered to be paid or received until
actually received by the employee. As under
the House bill, similar arrangements to the
letter of credit approach used in Schmidt
Baking do not constitute actual receipt by
the employee.

Effective date.—The provision is effective
for taxable years ending after the date of en-
actment. With respect to the change in
method of accounting, the Senate amend-
ment is the same as the House bill.

Conference Agreement

The conference agreement follows the
House bill, with certain technical modifica-
tions as incorporated in the Senate amend-
ment.

As under the House bill and Senate amend-
ment, the fact that an item of compensation
is includible in employees’ incomes or wages
within the applicable 2%2 month period is not
relevant to determining whether an item of
compensation is deferred compensation.

As under the House bill and Senate amend-
ment, many arrangements in addition to the
letter of credit approach used in Schmidt
Baking do not constitute actual receipt by
employees. For example, actual receipt does
not include the furnishing of a note or letter
or other evidence of indebtedness of the tax-
payer, whether or not the evidence is guar-
anteed by any other instrument or by any
third party. As a further example, actual re-
ceipt does not include a promise of the tax-
payer to provide service or property in the
future (whether or not the promise is evi-
denced by a contract or other written agree-
ment). In addition, actual receipt does not
include an amount transferred as a loan, re-
fundable deposit, or contingent payment.
Further, amounts set aside in a trust for em-
ployees are not considered to be actually re-
ceived by the employee.

Effective date.—The provision is effective
for taxable years ending after December 31,
2001. Under the conference agreement, for
the first taxable year for which the provision
is effective, a taxpayer is permitted to cal-
culate estimated tax liability by taking into
account only 60 percent of the estimated tax
payments otherwise required to made on ac-
count of the provision.

H. Modification to Foreign Tax Credit
Carryback and Carryover Periods (sec. 202
of the Senate amendment)

Present Law

U.S. persons may credit foreign taxes
against U.S. tax on foreign-source income.
The amount of foreign tax credits that can
be claimed in a year is subject to a limita-
tion that prevents taxpayers from using for-
eign tax credits to offset U.S. tax on U.S.-
source income. Separate foreign tax credit
limitations are applied to specific categories
of income.

The amount of creditable taxes paid or ac-
crued (or deemed paid) in any taxable year
which exceeds the foreign tax credit limita-
tion is permitted to be carried back two
years and forward five years. The amount
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carried over may be used as a credit in a car-
ryover year to the extent the taxpayer oth-
erwise has excess foreign tax credit limita-
tion for such year. The separate foreign tax
credit limitations apply for purposes of the
carryover rules.

House Bill
No provision.
Senate Amendment

The Senate amendment reduces the
carryback period for excess foreign tax cred-
its from two years to one year. The amend-
ment also extends the excess foreign tax
credit carryforward period from five years to
seven years.

Effective date.—The provision applies to
foreign tax credits arising in taxable years
beginning after December 31, 2000.

Conference Agreement

The conference agreement does not include
the Senate amendment.

I. Limited Tax Benefits in the Revenue Title
Subject to the Line Item Veto Act

Present Law

The Line Item Veto Act amended the Con-
gressional Budget and Impoundment Act of
1974 to grant the President the limited au-
thority to cancel specific dollar amounts of
discretionary budget authority, certain new
direct spending, and limited tax benefits.
The Line Item Veto Act provides that the
Joint Committee on Taxation is required to
examine any revenue or reconciliation bill or
joint resolution that amends the Internal
Revenue Code of 1986 prior to its filing by a
conference committee in order to determine
whether or not the bill or joint resolution
contains any “‘limited tax benefits,” and to
provide a statement to the conference com-
mittee that either (1) identifies each limited
tax benefit contained in the bill or resolu-
tion, or (2) states that the bill or resolution
contains no limited tax benefits. The con-
ferees determine whether or not to include
the Joint Committee on Taxation statement
in the conference report. If the conference
report includes the information from the
Joint Committee on Taxation identifying
provisions that are limited tax benefits, then
the President may cancel one or more of
those, but only those, provisions that have
been identified. If such a conference report
contains a statement from the Joint Com-
mittee on Taxation that none of the provi-
sions in the conference report are limited tax
benefits, then the President has no authority
to cancel any of the specific tax provisions,
because there are no tax provisions that are
eligible for cancellation under the Line Item
Veto Act. If the conference report contains
no statement with respect to limited tax
benefits, then the President may cancel any
revenue provision in the conference report
that he determines to be a limited tax bene-
fit.

Conference Statement

The Joint Committee on Taxation has de-
termined that the revenue title to H.R. 2646
contains the following provision that con-
stitutes a limited tax benefit within the
meaning of the Line Item Veto Act:

Section 104 (relating to additional increase
in arbitrage rebate exception for govern-
mental bonds used to finance education fa-
cilities).

11. NON-TAX PROVISIONS
A. Prohibition on Federal Testing
House Bill

No provision.

Senate Amendment

Section 102 of Title | of the Senate amend-
ment prohibits Federally-sponsored testing
unless specifically and explicitly provided
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for in authorizing legislation enacted into
law.
Conference Agreement
Senate recedes.
B. Student Improvement Incentive Awards
House Bill
No provision.
Senate Amendment
Section 103 of Title | of the Senate amend-
ment authorizes student improvement incen-
tive awards which could be used by a State
educational agency to make awards to public
schools in the State that are determined to
be outstanding schools pursuant to a state-
wide assessment.
Conference Agreement
House recedes.
C. State Incentives for Teacher Testing and
Merit Pay
House Bill
No provision.
Senate Amendment
Section 301 of Title IlIl of the Senate
amendment authorizes incentives for states
to implement teacher testing and merit pay
programs. The Department of Education
would provide awards to states that test
their K-12 teachers every 3-5 years in the
subjects they teach and that have a merit
pay program.
Conference Agreement
House recedes.
D. Equal Educational Opportunity
House Bill
No provision.
Senate Amendment
Section 401 of Title IV of the Senate
amendment authorizes the use of Federal
education dollars to fund education reform
projects that provide same gender schools
and classrooms, as long as comparable edu-
cational opportunities are offered for stu-
dents of both sexes.
Conference Agreement
House recedes.
E. Education Block Grant
House Bill
No provision.
Senate Amendment
Sections 501-507 of Title V of the Senate
amendment provide States a choice of re-
ceiving over $10 billion in Federal education
funds as a block grant at the state level,
local level, or to continue receiving funding
as under current categorical programs.
Conference Agreement
Senate recedes. The Conferees have reluc-
tantly agreed to remove the education block
grant amendment of Senator Slade Gorton
(R-WA) from the conference report in order
to expeditiously move the underlying edu-
cation savings account measure to the Presi-
dent. The Conferees believe the Gorton
amendment would have returned authority
for decisions about our children’s education
to where it belongs—to our parents, teach-
ers, principals, superintendents and elected
school board members, not bureaucrats in
Washington, DC. The Conferees wish to com-
mend the diligent efforts of Senator Gorton
in this matter.
F. Sense of the Senate on Dollars to the
Classroom
House Bill
No provision.
Senate Amendment
Sections 601-602 of Title VI of the Senate
amendment is a Sense of the Senate resolu-
tion that 95 percent of every Federal edu-
cation dollar should end up in the classroom.
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Conference Agreement
House recedes.
G. Reading Excellence
House Bill
No provision.
Senate Amendment
Sections 701, 711, and 721-725 of Title VII of
the Senate amendment authorize a literacy
program which focuses upon training teach-
ers to teach reading using scientifically
proven methods, like phonics.
Conference Agreement
House recedes.
H. Dropout Prevention Program
House Bill
No provision.
Senate Amendment
Sections 801, 811-812, and 821 of Title VIII
of the Senate amendment authorize a Na-
tional Dropout Prevention program.
Conference Agreement
Senate recedes.
I. Multilingualism Study
House Bill
No provision.
Senate Amendment
Section 901 of Title IX of the Senate
amendment authorizes a study on
multilingualism.
Conference Agreement
House recedes with an amendment to add a
finding to indicate that education is the pri-
mary responsibility of State and local gov-
ernments and as such they are responsible
for developing policies on multilingualism.
J. Safe Schools
House Bill
No provision.
Senate Amendment
Section 902 of Title IX of the Senate
amendment provides that weapons brought
to school are admissible as evidence in any
internal school disciplinary proceeding.
Conference Agreement
House recedes.
WILLIAM ARCHER,
BiLL GOODLING,
Dick ARMEY,
Managers on the Part of the House.

WILLIAM V. ROTH,

CONNIE MACK,

DAN COATS,

SLADE GORTON,

PAuL COVERDELL,
Managers on the Part of the Senate.

SPECIAL ORDERS

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 7, 1997, and under a previous order
of the House, the following Members
will be recognized for 5 minutes each.

U.S. POLICY TOWARDS CHINA

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California (Mr. ROHR-
ABACHER) is recognized for 5 minutes.

Mr. ROHRABACHER. Mr. Speaker,
this weekend the communist govern-
ment of China instructed its official
news agency to issue the following
statement in regard to its option to use
force to conquer the Republic of China
on Taiwan:
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“Every sovereign state has the right
to take all means it deems essential,
including military means, to safeguard
its territorial integrity.”

Mr. Speaker, this is a rejection by
Communist China of the commitments
that its government has made to the
United States in the past concerning
the use of force in the Taiwan Straits.
Supposedly we have an understanding
with the communists that they will
not use force if we recognize China
under what is called the one China pol-
icy. This statement by the Communist
Chinese, coming right before the Presi-
dent’s visit, is a warning bell.

Some people in the United States are
closing their eyes to the brutal sup-
pression of human rights and the in-
crease in military spending by the
Communist Chinese government and
thinking that will have no effect and
that, instead, deals will be made with
the communists and the past deals we
made with them will suffice to main-
tain peace in that region.

Well, with their increased military
power, the Communist Chinese are not
only being belligerent to their neigh-
bors, but seem now to be challenging
the fundamental agreements that have
served as the basis for peace between
our countries. This is something the
President must bring up, and this is
one reason why this body last week
passed a resolution insisting that this
administration reaffirm that the
United States is committed to oppose
any violence in the Taiwan Straits and
any use of force by the Communist Chi-
nese to solve their differences with the
Taiwanese.

This contempt for peaceful resolution
of the tension in the Taiwan Straits co-
incides with the White House abandon-
ing its plan to encourage the Com-
munist Chinese to agree to an agree-
ment to control the export of weapons
of mass destruction, this during the up-
coming Tiananmen Square summit.
The President has abandoned the idea
altogether of trying to get them to
sign an agreement. The Communist
Chinese leaders rejected the idea for a
second time last week, this in the face
of reports that the Communist Chinese
continue to send technology to dif-
ferent countries that expands those
countries’ ability to produce nuclear
and other weapons of mass destruction.

The President is insisting on going to
Communist China anyway. The sym-
bolism of this visit could not be worse.
At a time when they seem to be reneg-
ing, with these statements we just
heard, when they are sending weapons
of mass destruction and the technology
of weapons of mass destruction else-
where, with the continuing massive
violations of human rights on main-
land China and Tibet and the bellig-
erence the Chinese are showing, this
could not be a worse time for the Presi-
dent to just go as ‘“Johnny Sunshine”
representing whatever to the people of
China. In fact, the oppressors in Bei-
jing will laugh at the President, be-
cause they realize his presence there
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and in Tiananmen Square makes a
mockery of this country’s commitment
to human rights and makes a mockery
of our commitment to nonproliferation
of weapons of mass destruction.

What it does in terms of to the op-
pressor, it encourages them to believe
we are not serious about these things,
to the oppressed it is even worse. A
mother of a 17-year-old boy who was
killed in the Tiananmen Square mas-
sacre recently courageously made a
public statement in Beijing urging
President Clinton not to go to
Tiananmen Square:

“l can’t understand why he chooses
this inappropriate time,”” ten years, al-
most ten years to the day, after the
massacre, ‘“this inappropriate time and
place,” this woman says, ‘‘to conduct
the visit. To Chinese people the month
of June means bloodshed and killing,
so why choose June,” this lady, this
mother of the slain human rights ac-
tivist, states.

Again | quote: ‘““The red carpet he
will walk on is soaked with the blood
of our relatives. Of course, the state
leaders of other countries get the same
reception there, but the United States
is different as it is a superpower of the
free world and it is supposed to uphold
justice.”

I call on the President, as many in
this body do, to reconsider this trip
and to stand for freedom in Tibet and
human rights on the mainland of
China. Those stands will bring a better
chance for peace in the world.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Member (at the re-
quest of Mr. ROHRABACHER) to revise
and extend his remarks and include ex-
traneous material:)

Mr. ROHRABACHER, today, for 5 min-
utes.

EXTENSION OF REMARKS

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

(The following Members (at the re-
quest of Mr. ROHRABACHER) to revise
and extend their remarks and include
extraneous material:)

Mr. EDWARDS.

Mr. MENENDEZ.

Mr. KIND.

Mr. HINCHEY.

SENATE BILL REFERRED

A bill of the Senate of the following
title was taken from the Speaker’s
table and, under the rule, referred as
follows:

S. 1693. An act to provide for improved
management and increased accountability
for certain National Park Service programs,
and for other purposes; to the Committee on
Resources.
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ADJOURNMENT

Mr. ROHRABACHER. Mr. Speaker, |
move that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 12 o’clock and 10 minutes
p.m.), under its previous order, the
House adjourned until tomorrow, Tues-
day, June 16, 1998, at 12:30 p.m. for
morning hour debates.

EXECUTIVE COMMUNICATIONS,
ETC.

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

9610. A letter from the Administrator, Ag-
ricultural Marketing Service, Department of
Agriculture, transmitting the Department’s
final rule—Raisins Produced From Grapes
Grown in California; Final Free and Reserve
Percentages for 1997-98 Crop Natural (Sun-
Dried) Seedless and Zante Currant Raisins
[FV98-989-1 FIR] received June 10, 1998, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Commit-
tee on Agriculture.

9611. A letter from the Administrator, Ag-
ricultural Marketing Service, Department of
Agriculture, transmitting the Department’s
final rule—Marketing Order Regulating the
Handling of Spearmint Oil Produced in the
Far West; Revision of the Salable Quantity
and Allotment Percentage for Class 3 (Na-
tive) Spearmint Oil for the 1997-98 Marketing
Year [Docket No. FV98-985-2 FIR] received

June 10, 1998, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Agri-
culture.

9612. A letter from the Acting Adminis-
trator, Department of Agriculture, transmit-
ting the Department’s final rule—Onions
Grown in South Texas; Removal of Sunday
Packing and Loading Prohibitions [Docket
No. FV98-959-2 FIR] received June 10, 1998,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Agriculture.

9613. A letter from the Administrator, For-
eign Agricultural Service, Department of
Agriculture, transmitting the Department’s
final rule—Agreements for the Development
of Foreign Markets for Agricultural Com-
modities [7 CFR Part 1485] received June 9,
1998, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Agriculture.

9614. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Dimethomorph;
Extension of Tolerances for Emergency Ex-
emptions [OPP-300671; FRL-5795-4] (RIN:
2070-AB78) received June 9, 1998, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Agriculture.

9615. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Propamocarb
Hydrochloride; Extension of Tolerances for
Emergency Exemptions [OPP-300670; FRL-
5795-3] (RIN: 2070-AB78) received June 9, 1998,
pursuant to 5 U.S.C. 801(a)(1)(A); to the Com-
mittee on Agriculture.

9616. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Quizalofop-p
ethyl ester; Pesticide Tolerance [OPP-300663;
FRL-5793-5] (RIN: 2070-AB78) received June
9, 1998, pursuant to 5 U.S.C. 801(a)(1)(A); to
the Committee on Agriculture.

9617. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Tebufenozide;

June 15, 1998

Extension of Tolerances for Emergency Ex-
emptions [OPP-300668; FRL 5794-8] (RIN:
2070-AB78) received June 9, 1998, pursuant to
5 U.S.C. 801(a)(1)(A); to the Committee on
Agriculture.

9618. A letter from the Chairman, Farm
Credit System Insurance Corporation, trans-
mitting the Corporation’s annual report for
calendar year 1997, pursuant to 12 U.S.C.
2277a—13; to the Committee on Agriculture.

9619. A letter from the Director, Defense
Procurement, Department of Defense, trans-
mitting the Department’s final rule—Defense
Federal Acquisition Regulation Supplement;
Use of Auctions, Spot Bids, or Retail Sales of
Surplus Contractor Inventory by the Con-
tractor [DFARS Case 98-D004] received June
8, 1998, pursuant to 5 U.S.C. 801(a)(1)(A); to
the Committee on National Security.

9620. A letter from the Director, Adminis-
tration and Management, Department of De-
fense, transmitting the Department’s final
rule—Conduct on the Pentagon Reservation
[32 CFR Part 234] received June 8, 1998, pur-
suant to 5 U.S.C. 801(a)(1)(A); to the Commit-
tee on National Security.

9621. A letter from the Secretary of De-
fense, transmitting a report detailing the re-
duction in acquisition positions by the De-
partment of Defense; to the Committee on
National Security.

9622. A letter from the President and
Chairman, Export-lmport Bank of the United
States, transmitting the report on Sub-Saha-
ran Africa and the Export-lmport Bank of
the United States, pursuant to Public Law
105-121; to the Committee on Banking and
Financial Services.

9623. A letter from the Deputy Executive
Director and Chief Operating Officer, Pen-
sion Benefit Guaranty Corporation, trans-
mitting the Corporation’s final rule—Alloca-
tion of Assets in Single-Employer Plans; In-
terest Assumptions for Valuing Benefits [29
CFR Part 4044] received June 10, 1998, pursu-
ant to 5 U.S.C. 801(a)(1)(A); to the Committee
on Education and the Workforce.

9624. A letter from the Secretary of Health
and Human Services, transmitting the Fiscal
Year 1997 Biennial Report to Congress on the
Status of Children in Head Start Programs,
pursuant to Head Start Act; to the Commit-
tee on Education and the Workforce.

9625. A letter from the Office of Policy,
Planning and Evaluation, Environmental
Protection Agency, transmitting the Agen-
cy’s final rule—Approval and Promulgation
of Air Quality Implementation Plans; Penn-
sylvania; Gasoline Volatility Requirements
for the Pittsburgh-Beaver Valley Ozone Non-
attainment Area [SIPTRAX NO. PA110-4068a;
FRL-6162-4] received June 8, 1998, pursuant
to 5 U.S.C. 801(a)(1)(A); to the Committee on
Commerce.

9626. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Agency’s final rule—Approval and
Promulgation of Implementation Plans;
California State Implementation Plan Revi-
sion, South Coast Air Quality Management
District [CA181-0069; FRL-6110-2] received
June 10, 1998, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

9627. A letter from the Director, Office of
Regulatory Management and Information,
Environmental Protection Agency, transmit-
ting the Department’s final rule—Hazardous
Waste Combusters; Revised Standards; Final
Rule—Part 1: RCRA Comparable Fuel Exclu-
sion; Permit Modifications for Hazardous
Waste Combustion Units; Notification of In-
tent to Comply; Waste Minimization and
Pollution Prevention Criteria for Compli-
ance Extensions [EPA F-98-RCSF-FFFFF;
FRL-6110-3] (RIN: 2050-AEO01) received June
10, 1998, pursuant to 5 U.S.C. 801(a)(1)(A); to
the Committee on Commerce.
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9628. A letter from the Director, Regula-
tions Policy and Management Staff, Food
and Drug Administration, transmitting the
Administration’s final rule—Amended Eco-
nomic Impact Analysis of Final Rule Requir-
ing Use of Labeling on Natural Rubber Con-
taining Devices [Docket No. 96N-0119] re-
ceived June 11, 1998, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

9629. A letter from the Director, Regula-
tions Policy and Management Staff, Food
and Drug Administration, transmitting the
Administration’s final rule—Medical De-
vices; Classification/Reclassification of
Immunohistochemistry Reagents and Kits
[Docket No. 94P-0341] (RIN: 0910-ZA10) re-
ceived June 11, 1998, pursuant to 5 U.S.C.
801(a)(1)(A); to the Committee on Commerce.

9630. A letter from the Director, Office of
Congressional Affairs, Nuclear Regulatory
Commission, transmitting the Commission’s
final rule—License Term for Medical Use Li-
censes (RIN: 3150-AF77) received June 10,
1998, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on Commerce.

9631. A letter from the Secretary of Health
and Human Services, transmitting the first
annual report on the estimated cost of the
premarket notification program (PMN) for
food contact substances, pursuant to Public
Law 105-115; to the Committee on Commerce.

9632. A letter from the Director, Congres-
sional Relations, U.S. Consumer Product
Safety Commission, transmitting the Com-
mission’s Annual Report for Fiscal Year 1997,
pursuant to 15 U.S.C. 2076(j); to the Commit-
tee on Commerce.

9633. A letter from the Director, Defense
Security Assistance Agency, transmitting
notification concerning the Department of
the Army’s Proposed Letter(s) of Offer and
Acceptance (LOA) to Israel for defense arti-
cles and services (Transmittal No. 98-43),
pursuant to 22 U.S.C. 2776(b); to the Commit-
tee on International Relations.

9634. A letter from the Administrator,
Agency for International Development,
transmitting the semiannual report of the
Agency’s Inspector General for the period
October 1, 1997, through March 31, 1998, and
the semiannual report on audit management
and resolution, pursuant to 5 U.S.C. app.
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(Insp. Gen. Act) section 5(b); to the Commit-
tee on Government Reform and Oversight.

9635. A letter from the Chief Financial Offi-
cer, Export-lmport Bank of the United
States, transmitting the 1997 annual report
in compliance with the Inspector General
Act Amendments of 1988, pursuant to Public
Law 100-504, section 104(a) (102 Stat. 2525); to
the Committee on Government Reform and
Oversight.

9636. A letter from the Administrator, Na-
tional Aeronautics and Space Administra-
tion, transmitting the semiannual report on
activities of the Inspector General for the pe-
riod October 1, 1997, through March 31, 1998,
and the semiannual management report on
the status of audit followup for the same pe-
riod, pursuant to 5 U.S.C. app. (Insp. Gen.
Act) section 5(b); to the Committee on Gov-
ernment Reform and Oversight.

9637. A letter from the Secretary of the In-
terior, transmitting the operating, statis-
tical, and financial information about the
Government’s helium program for Fiscal
Year 1997, pursuant to Public Law 104-273,
section 7 (110 Stat. 3319); to the Committee
on Resources.

9638. A letter from the Acting Assistant
Attorney General, Office of Legislative Af-
fairs, Department of Justice, transmitting
the second Annual Report on the Police
Corps, pursuant to Public Law 103-322; to the
Committee on the Judiciary.

9639. A letter from the Commissioner, Im-
migration and Naturalization Service, trans-
mitting the Service’s final rule—Adjustment
of Status of Refugees and Asylees: Process-
ing Under Direct Mail Program [INS No.
1829-96] (RIN: 1115-AD73) received June 9,
1998, pursuant to 5 U.S.C. 801(a)(1)(A); to the
Committee on the Judiciary.

9640. A letter from the Executive Director,
United States Olympic Committee, trans-
mitting the 1997 Annual Report of the United
States Olympic Committee (USOC), pursuant
to Public Law 95-606; to the Committee on
the Judiciary.

9641. A letter from the Chief Counsel, De-
partment of the Treasury, transmitting the
Department’s final rule—Government Secu-
rities: Call for Large Position Reports—re-
ceived June 10, 1998, pursuant to 5 U.S.C.
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801(a)(1)(A); to the Committee on Ways and
Means.

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

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

Mr. ARCHER. Committee of Conference.
Conference report on H.R. 2646. A bill to
amend the Internal Revenue Code of 1986 to
allow tax-free expenditures from education
individual retirement accounts for elemen-
tary and secondary school expenses (Rept.
105-577). Ordered to be printed.

PUBLIC BILLS AND RESOLUTIONS

Under clause 5 of Rule X and clause 4
of Rule XXII,

Mr. YOUNG of Alaska introduced A resolu-
tion (H. Res. 470) to express the sense of the
House of Representatives regarding actions
to stop the poaching of valuable marine re-
sources and use of illegal high seas driftnets
in the Bering Sea; which was referred to the
Committee on Resources.

ADDITIONAL SPONSORS

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

H.R. 165: Mr. PASTOR.

H.R. 1126: Mr. FRELINGHUYSEN, Mr. McGov-
ERN, and Mr. SCHUMER.

H.R. 1766: Mr. DAN SCHAEFER of Colorado.

H.R. 2009: Mr. MATSUI, Mr. ROHRABACHER,
Mr. BoRrsKI, and Mrs. KELLY.

H.R. 2020: Ms. WOOLSEY, Mr. DEFAZIO, Mr.
CLYBURN, and Ms. STABENOW.

H.R. 2077: Mr. PALLONE, Mr. STARK, and
Mr. WEXLER.

H.R. 3668: Mr. PICKERING.

H. Con. Res. 268: Mr. PALLONE.
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