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United States; to the Committee on the Ju-
diciary.

By Mr. SANTORUM;

S, 598. A bill to amend the Federal Agri-
culture Improvement and Reform Act of 1996
to improve the farmland protection program;
to the Committee on Agriculture, Nutrition,
and Forestry.

By Mr. CHAFEE (for himself, Mr.
HATCH, Mr. COCHRAN, Ms. SNOWE, Mr.
ROBERTS, Mr. SPECTER, and Ms. CoL-
LINS):

S. 599. A bill to amend the Internal Reve-
nue Code of 1986 to provide additional tax re-
lief to families to increase the affordability
of child care, and for other purposes; to the
Committee on Finance.

By Mr. WELLSTONE:

S. 600. A bill to combat the crime of inter-
national trafficking and to protect the rights
of victims; to the Committee on Foreign Re-
lations.

By Mr. COCHRAN:

S. 601. A bill to improve the foreign lan-
guage assistance program; to the Committee
on Health, Education, Labor, and Pensions.

By Mr. SHELBY (for himself, Mr.
BOND, Mr. COVERDELL, Mr. HAGEL,
Mr. KyL, Mr. BURNS, Mr. GRAMM, Mr.
ASHCROFT, Mr. THOMAS, Mr. ABRA-
HAM, Mr. GRASSLEY, Mr. HELMS, Mr.

INHOFE, Mr. SESSIONS, Mr. GRAMS,
Mr. COCHRAN, Mr. HUTCHINSON, and
Ms. SNOWE):

S. 602. A bill to amend chapter 8 of title 5,
United States Code, to provide for congres-
sional review of any rule promulgated by the
Internal Revenue Service that increases Fed-
eral Revenue, and for other purposes; to the
Committee on Governmental Affairs.

By Mr. SHELBY:

S. 603. A bill to promote competition and
greater efficiency of airlines to ensure the
rights of airline passengers, to provide for
full disclosure to those passengers, and for
other purposes; to the Committee on Com-
merce, Science, and Transportation.

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

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

By Mr. MURKOWSKI (for himself, Mr.
TORRICELLI, Mr. LOTT, Mr. HELMS,
Mr. THOMAS, Mr. BURNS, Mr. KvL,
and Mr. ROCKEFELLER):

S. Con. Res. 17. A concurrent resolution
concerning the 20th Anniversary of the Tai-
wan Relations Act; to the Committee on
Foreign Relations.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mrs. FEINSTEIN:
S. 585. A bill to require health insur-
ance coverage for certain reconstruc-
tive surgery; to the Committee on

Health, Education, Labor, and Pen-
sions.

RECONSTRUCTIVE SURGERY ACT OF 1999
® Mrs. FEINSTEIN. Mr. President,

today, | am introducing a bill to re-
quire health insurance plans to cover
medically necessary reconstructive
surgery for congenital defects, develop-
mental abnormalities, trauma, infec-
tion, tumors, or disease.

This bill is modeled on a new Califor-
nia law and responds to the growing in-
cidence of denials of coverage by insur-
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ance, often managed care. Despite phy-
sicians’ judgment that surgery is often
medically necessary, too many plans
are labeling it “‘cosmetic surgery.”” The
American Medical News calls the
HMO’s response that these surgeries
are cosmetic as, “‘a classic health plan
word game. . . .”

Testifying before the California As-
sembly Committee on Insurance, Dr.
Henry Kawamoto put it well. He said:

It used to be that if you were born with
something deforming, or were in an accident
and had bad scars, the surgery performed to
fix the problem was considered reconstruc-
tive surgery. Now, insurers of many kinds
are calling it cosmetic surgery and refusing
to pay for it.

The Los Angeles Times reported on
July 9, 1997, ““There has been a virtual
wipeout of coverage to repair the ap-
pearance of children whose looks are
affected by illness, congenital abnor-
malities or trauma.”’

Similarly, the New York University
Physician reported in their spring 1998
issue:

Before the advent of managed care, repair-
ing abnormalites was considered reconstruc-
tive surgery and insurance companies reim-
bursed for the medical, hospital and surgical
costs of their rehabilitation. But in today’s
reconfigured medical reimbursement system,
many insurance companies and managed
care organizations will not pay for recon-
struction of facial deformities because it is
deemed a ‘“‘cosmetic’ and not a ‘“‘functional”’
repair.

This bill is endorsed by the March of
Dimes, the American Academy of Pedi-
atrics, the National Organization for
Rare Disorders, the American Society
of Plastic and Reconstructive Sur-
geons, the American College of Sur-
geons, the American Association of Pe-
diatric Plastic Surgeons, the American
Society of Craniofacial Surgery, the
American Society of Maxillofacial Sur-
geons, the American Society of Plastic
and Reconstructive Surgeons and the
National Foundation for Facial Recon-
struction.

The children who face refusals to pay
for surgery are the true evidence that
this bill is needed.

Hanna Gremp, a 6-year old from my
own state of California, was born with
a congenital birth defect, called bilat-
eral microtia, the absence of an inner
ear. Once the first stage of the surgery
was complete, the Gremp’s HMO denied
the next surgery for Hanna. They
called the other surgeries ‘‘cosmetic”’
and not medically necessary.

Michael Hatfield, a 19-year old from
Texas, who has gone through similar
struggles. He was born with a congeni-
tal birth defect, that is known as a
midline facial cleft. The self-insured
plan his parents had only paid for a
small portion of the surgery which re-
constructed his nose. The HMO also re-
fused to pay any part of the surgery
that reconstructed his cheekbones and
eye sockets. The HMO considered some
of these surgeries to be ‘““‘cosmetic.”’

Cigna Health Care denied coverage
for surgery to construct an ear for a
little California girl born without an

March 11, 1999

ear and only after adverse press cov-
erage reversed its position saying that,
“It was determined that studies have
show some functional improvement fol-
lowing surgery.”’

Qual-Med, another California HMO,
denied coverage for reconstructive sur-
gery for a little boy without an ear, a
condition called microtia, and after
only many appeals and two years
delay, authorized it.

The bill uses medically-recognized
terms to distinguish between medically
necessary surgery and cosmetic sur-
gery. It defines medically necessary re-
constructive surgery as surgery ‘‘per-
formed to correct or repair abnormal
structures of the body caused by con-
genital defects, developmental abnor-
malities, trauma, infection, tumors, or
disease to (1) improve functions; or (2)
give the patient a normal appearance,
to the extent possible, in the judgment
of the physician performing the sur-
gery.” The bill specifically excludes
cosmetic surgery, defined as ‘‘surgery
that is performed to alter or reshape
normal structures of the body in order
to improve appearance.”’

Examples of conditions for which sur-
gery might be medically necessary are
the following: cleft lips and palates,
burns, skull deformities, benign tu-
mors, vascular lesions, missing pec-
toral muscles that cause chest deformi-
ties, Crouson’s syndrome (failure of the
mid-face to develop normally), and in-
juries from accidents.

The American Society of Plastic and
Reconstructive Surgeons has released a
survey on reconstructive surgery, con-
cluding that 53.5 percent of surgeons
surveyed have had pediatric patients
who in the last two years were denied
coverage for reconstructive surgery. Of
those same surgeons surveyed whose
pediatric patients were totally or par-
tially denied coverage, 74 percent had
patients denied for initial procedures
and 53 percent denied for subsequent
procedures.

Another reason for this bill is that
only 17 out of 50 states have state legis-
lation which requires insurance cov-
erage for children’s deformities and
congenital defects. My own state, Cali-
fornia, passed legislation in 1998 requir-
ing insurance plans to cover medically
necessary reconstructive surgery, and
on September 23, 1998 it was signed by
former Governor Pete Wilson. This bill
was enacted after many sad personal
stories, and hours of testimony were
presented to the state legislators.

This bill is an effort to address yet
one more development in the health in-
surance industry that almost daily is
creating new hassles when people try
to get coverage for the plan they pay
for every month.

We need our body parts to function
and fortunately modern medicine
today often make that happen. We can
restore, repair and make whole parts
which by fate, accident, genes, or what-
ever, do not perform as they should. |
hope this bill can make that happen.e

By Mr. KOHL (for himself, and
Mr. SESSIONS):
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S. 586. A bill to amend title 11,
United States Code, to limit the value
of certain real property that a debtor
may elect to exempt under State or
local law, and for other purposes to the
Committee on the Judiciary.

BANKRUPTCY ABUSE REFORM ACT OF 1999

Mr. KOHL. Mr. President, | rise
today, with Senator SESSIONS, to intro-
duce the bipartisan Bankruptcy Abuse
Reform Act of 1999, legislation which
addresses a serious problem that
threatens Americans’ confidence in our
bankruptcy laws. The measure would
cap at $100,000 the State homestead ex-
emption that an individual filing for
personal bankruptcy can claim. It
passed the Senate last year when it
was included in the Consumer Bank-
ruptcy Reform Act of 1998 (H.R. 3150),
and | hope that we can all support this
measure again this year. The goal of
our measure is simple but vitally im-
portant: to make sure that our Bank-
ruptcy Code is more than just a
beachball for crooked millionaires who
want to hide their assets.

Let me tell you why this legislation
is critically needed. In chapter 7 Fed-
eral personal bankruptcy proceedings,
the debtor is allowed to exempt certain
possessions and interests from being
used to satisfy his outstanding debts.
One of the chief things that a debtor
seeks to protect is his home, and |
agree with that in principle. Few ques-
tion that debtors should be able to
keep a roof over their heads. But, in
practice, this homestead exemption has
become a source of great abuse.

Under section 522 of the Code, a debt-
or may opt to exempt his home accord-
ing to local, State, or Federal bank-
ruptcy provisions. The Federal exemp-
tion allows the debtor to shield up to
$15,000 of value in his house. The State
exemptions vary tremendously: some
States do not allow the debtor to ex-
empt any of his home’s value, while a
handful of states set no ceiling and
allow an unlimited exemption. The
vast majority of states have exemp-
tions under $40,000.

Our proposal would amend Section
522 to cap State exemptions so that no
debtor could ever exempt more than
$100,000 of the value of his home.

Mr. President, in the past few years,
the ability of debtors to use State
homestead exemptions has led to fla-
grant abuses of the Bankruptcy Code.
Multimillionaire debtors have moved
to one of the states with unlimited ex-
emptions—most often Florida or
Texas—bought multi-million-dollar
houses, and continued to live like
kings even after declaring bankruptcy.
This shameless manipulation of the
Bankruptcy Code cheats honest credi-
tors out of compensation and rewards
only those who can ‘‘game” the sys-
tem. Oftentimes, the creditor who is
robbed is the American taxpayer. In re-
cent years, S&L swindlers, convicted
insider trader convicts, and others
have managed to protect their ill-got-
ten gains through this loophole.

The owner of a failed Ohio S&L, who
was convicted of securities fraud, wrote

CONGRESSIONAL RECORD —SENATE

off most of $300 million in bankruptcy
claims, but still held on to the multi-
million dollar ranch he bought in Flor-
ida. A convicted Wall Street financier
filed bankruptcy while owing at least
$50 million in debts and fines, but still
kept his $5 million Florida mansion
with 11 bedrooms and 21 bathrooms.
And just last year, movie star Burt
Reynolds wrote off over $8 million in
debt through bankruptcy, but still held
onto his $2.5 million Florida estate.
These deadbeats stay wealthy while le-
gitimate creditors—including the U.S.
Government—get the short end of the
stick.

Simply put, the current practice is
grossly unfair and contravenes the in-
tent of our laws: People are supposed
to get a fresh start, not a head start,
under the Bankruptcy Code.

Mr. President, the legislation that I
have introduced today is simple, effec-
tive and straightforward. It caps the
homestead exemption at $100,000, which
is far more than estimated median
home equity of people in bankruptcy.
It is endorsed by the National Bank-
ruptcy Review Commission. And it will
protect middle class Americans while
preventing the abuses that are making
the middle class question the integrity
of our laws—the abuses the average
American taxpayer is paying for out of
pocket.

Indeed, it is even generous to debt-
ors. Less than ten states have a home-
stead exemption that exceeds $100,000.
More than two-thirds of states cap the
exemption at $40,000 or less. My own
home state of Wisconsin has a $40,000
exemption and that, in my opinion, is
more than sufficient.

Mr. President, this proposal is an ef-
fort to make our bankruptcy laws more
equitable. 1 urge my colleagues to sup-
port this important measure.

By Mr. ASHCROFT:

S. 587. A bill to provide for the man-
datory suspension of Federal benefits
to convicted drug traffickers, and for
other purposes; to the Committee on
the Judiciary.

NO FEDERAL BENEFITS FOR DRUG TRAFFICKERS
ACT OF 1999

Mr. ASHCROFT. Mr. President, the
time for mixed messages in our war
against drugs has passed. There was a
time when our message on illegal drugs
was crystal clear. ‘““Just say no.” The
results of that simple message were
also clear: The decade of the 1980’s saw
substantial and persistent decreases in
the level of drug use, and in the level of
teenage drug use in particular. Sadly,
however, the current Administration
has offered America and its children a
mixed message on drugs.

The President himself has shifted the
message from ‘‘just say no’’ to ‘“‘just
don’t inhale.”” Even the head of the
Drug Enforcement Agency candidly has
admitted that in the current climate
we lack the will to win the war against
drugs. This is intolerable. We must re-
turn to a clear message in the war
against drugs—a message of zero toler-
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ance for those who would attempt to
ruin our children’s lives through the
scourge of illegal drugs. The govern-
ment must speak clearly and unequivo-
cally. Trafficking in illegal drugs will
not be tolerated.

However, we will not succeed in con-
vincing either drug dealers or our chil-
dren that we are serious about the war
on drugs if we send them mixed mes-
sages. One mixed message sent by cur-
rent law is that convicted drug dealers
remain eligible for federal government
benefits. We need to change that prac-
tice.

Mr. President, the bill 1 introduce
today, the ‘““No Federal Benefits for
Drug Traffickers Act’ requires the sus-
pension of federal benefits to convicted
drug traffickers. This bill will send a
clear message that we mean what we
say in the war against drugs. Current
federal law provides for the denial of
federal benefits (excluding certain pro-
grams like food stamps, aid to families
with dependent children, and approved
drug treatment programs) for individ-
uals convicted of drug trafficking of-
fenses. Unfortunately, however, the
law gives judges unlimited discretion
to decide whether or not to suspend a
convicted drug trafficker’s federal ben-
efits. For example, under current law a
repeat offender could retain his full
federal benefits.

The ““No Federal Benefits for Drug
Traffickers Act’” addresses this loop-
hole in the current law by mandating
the suspension of a convicted drug traf-
ficker’s federal benefits for at least a
minimum period of time. Specifically,
the bill requires the suspension of a
convicted drug offender’s federal bene-
fits for a minimum of one year. The
bill also mandates suspension of bene-
fits for at least three years upon a sec-
ond conviction.

In addition, the bill closes a loophole
that allowed drug trafficker who were
supposed to be barred from receiving
federal benefits for life because of three
separate drug trafficking convictions
to regain their eligibility for federal
benefits. Once again we need to make
our message clear and unmistakable.
Under the bill | introduce today, life
means life and it is truly three strikes
and you’re out.

This is what we need in the war
against drugs—a clear message. Those
who choose to traffic in drugs have no
legitimate claim to federal benefits.
This is common sense. There is no need
for exceptions or discretion. There is a
need for clarity, and this bill provides
that clarity.

By Mr. HARKIN:

S. 589. A bill to require the National
Park Service to undertake a study of
the Loess Hills area in western lowa to
review options for the protection and
interpretation of the area’s natural,
cultural, and historical resources; to
the Committee on Energy and Natural
Resources.

LOESS HILLS PRESERVATION ACT OF 1999

Mr. HARKIN. Mr. President, today, |
am introducing legislation calling
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upon the National Park Service to con-
duct a study of the Loess Hills in west-
ern lowa. This study would be the first
official step towards possible national
protection for the Loess Hills.

Specifically, this legislation would
require the National Park Service to
monitor the area between Waubansie
State Park and Stone Park to study
the possibility of a portion of this area
to receive National Park status.

Loess Hills is a unique national
treasure that was formed by ancient
glaciers and hundreds of centuries of
westerly winds. Only the loess soil in
China has accumulated as high as
lowa’s. Although these hills have sur-
vived for hundreds of centuries, today
they are beginning to crumble. Urban
sprawl is unfortunately beginning to
take its toll on Loess Hills. Protecting
this area must be given a high priority.

In 1986, the Loess Hills area was des-
ignated as a National Natural Land-
mark by the National Park Service.
This gives recognition to this area as
an area of national significance. Al-
though this designation encourages
landowners to use conservation prac-
tices in use of the area, this designa-
tion does nothing to control land own-
ership or to restrict land use.

The only thing holding the loess in
place is the roots of the vegetation.
Today, however, as the human exploi-
tation of the hills continues to increase
the destruction of the vegetation, loess
is left once again blowing in the winds
as the fragile hills begins to flatten.

This is of great concern to me. This
area which marks one of the only re-
maining natural ecosystems in the
state is one of the few areas where
lowans can experience nature. lowa
presently ranks 49th among the 50
states in National Park and Forest
space. lowa is also 400 miles away from
a sizable national recreation area (the
Boundary Waters Canoe Area). The
Loess Hills, however, is an area of na-
tional significance and has the poten-
tial to be a much needed National Park
for the Plains States.

Mr. President, since 1992, | have se-
cured funding through the United
States Department of Agriculture to
design better bridges and other struc-
tures in the Loess Hills area to reduce

soil erosion. But more needs to be
done.
One thing | would like to make

clear—this study can only be success-
fully implemented with the participa-
tion of local governments in western
lowa and private property owners.

The Loess Hills are an lowa treasure.
This legislation would begin the proc-
ess of making Loess Hills a national
treasure.

I invite my colleagues to join me as
co-sponsors of this much needed legis-
lation. Mr. President, | ask unanimous
consent that the text of the bill be
printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:
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S. 589

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Loess Hills
Preservation Act of 1999,

SEC. 2. FINDINGS.

The Congress finds that—

(1) The Loess Hills area in western lowa,
formed by ancient glaciers and hundreds of
centuries of westerly winds blowing across
the Missouri River, has resulted in the larg-
est loess formation in the United States, and
one of the two largest in the world;

(2) portions of the Loess Hills remain unde-
veloped and provide an important oppor-
tunity to protect an historic and unique nat-
ural resource;

(3) a program to study the Loess Hills can
only be successfully implemented with the
cooperation and participation of affected
local governments and landowners;

(4) in 1986, the Loess Hills area was des-
ignated as a National Natural Landmark in
recognition of the area’s nationally signifi-
cant natural resources;

(5) although significant natural resources
remain in the area, increasing development
in the area has threatened the future stabil-
ity and integrity of the Loess Hills area; and

(6) the Loess Hills area merits further
study by the National Park Service, in co-
operation with the State of lowa, local gov-
ernments, and affected landowners, to deter-
mine appropriate means to better protect,
preserve, and interpret the significant re-
sources in the area;

SEC. 3. DEFINITIONS.

As used in this Act—

(1) the term “‘Loess Hills’’ means the area
in the State of lowa located between
Waubansie State Park and Stone Park, and
which includes Plymouth, Woodbury,
Monona, Harrison, Pottawattamie, Mills,
and Fremont counties.

(2) the term ‘‘Secretary’” means the Sec-
retary of the Interior.

(3) the term ‘‘State”” means the State of
lowa.

SEC. 4. LOESS HILLS STUDY.

(a) The Secretary shall undertake a study
of the Loess Hills area to review options for
the protection and interpretation of the
area’s natural, cultural, and historical re-
sources. The study shall include, but need
not be limited to an analysis of the suit-
ability and feasibility of designating the
area as—

(1) a unit of the National Park System;

(2) a National Heritage Area or Heritage
Corridor; or

(3) such other designation as may be appro-
priate.

(b) The study shall examine the appro-
priateness and feasibility of cooperative pro-
tection and interpretive efforts between the
United States, the State, and its political
subdivisions.

(c) The Secretary shall consult in the prep-
aration of the study with State and local
governmental entities, affected landowners,
and other interested public and private orga-
nizations and individuals.

(d) The study shall be completed within
one year after the date funds are made avail-
able. Upon its completion, the Secretary
shall transmit a report of the study, along
with any recommendations, to the Commit-
tee on Energy and Natural Resources of the
United States Senate and the Committee on
Resources of the United States House of Rep-
resentatives.

SEC. 5. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated
such sums as may be necessary to carry out
this Act.
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By Mr. FEINGOLD (for himself
and Mr. LEAHY):

S. 590. A bill to amend the Internal
Revenue Code of 1986 to repeal the per-
centage depletion allowance for certain
hardrock mines, and for other pur-
poses; to the Committee on Finance.

ELIMINATION OF DOUBLE SUBSIDIES FOR THE

HARDROCK MINING INDUSTRY ACT OF 1999

Mr. FEINGOLD. Mr. President, | am
pleased to introduce legislation to
eliminate from the federal tax code
percentage depletion allowances for
hardrock minerals mined on federal
public lands. | am joined in introducing
this legislation by my colleague from
Vermont, Mr. LEAHY.

The President proposes the elimi-
nation of the percentage depletion al-
lowance on public lands in his FY 2000
budget. The President’s FY 2000 budget
estimates that, under this legislation,
income to the federal treasury from
the elimination of percentage depletion
allowances for hardrock mining on
public lands would total $478 million
over five years, more than $95 million
in this year alone. These savings are
calculated as the excess amount of fed-
eral revenues above what would be col-
lected if depletion allowances were lim-
ited to “‘sunk costs” in capital invest-
ments. Percentage depletion allow-
ances are contained in the tax code for
extracted fuel, minerals, metal and
other mined commodities. These allow-
ances have a combined value, accord-
ing to 1994 estimates by the Joint Com-
mittee on Taxation, of $4.8 billion.

Mr. President, these percentage de-
pletion allowances were initiated by
the Corporation Excise Act of 1909.
That’s right, 1909. Provisions for a de-
pletion allowance based on the value of
the mine were made under a 1912 Treas-
ury Department regulation, but dif-
ficulty in applying this accounting
principle to mineral production led to
the initial codification of the mineral
depletion allowance in the Tariff Act of
1913. The Revenue Act of 1926 estab-
lished percentage depletion much in its
present form for oil and gas. The per-
centage depletion allowance was then
extended to metal mines, coal, and
other hardrock minerals by the Reve-
nue Act of 1932, and has been adjusted
several times since.

Percentage depletion allowances
were historically placed in the tax code
to reduce the effective tax rates in the
mineral and extraction industries far
below tax rates on other industries,
providing incentives to increase invest-
ment, exploration and output. How-
ever, percentage depletion also makes
it possible to recover many times the
amount of the original investment.

There are two methods of calculating
a deduction to allow a firm to recover
the costs of their capital investment:
cost depletion, and percentage deple-
tion. Cost depletion allows for the re-
covery of the actual capital invest-
ment—the costs of discovering, pur-
chasing, and developing a mineral re-
serve—over the period during which
the reserve produces income. Using
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cost depletion, a company would de-
duct a portion of its original capital in-
vestment minus any previous deduc-
tions, in an amount that is equal to the
fraction of the remaining recoverable
reserves. Under this method, the total
deductions cannot exceed the original
capital investment.

However, under percentage depletion,
the deduction for recovery of a compa-
ny’s investment is a fixed percentage of
‘‘gross income’”’—namely, sales reve-
nue—from the sale of the mineral.
Under this method, total deductions
typically exceed, let me be clear on
that point, Mr. President, exceed the
capital that the company invested.

The rates for percentage depletion
are quite significant. Section 613 of the
U.S. Code contains depletion allow-
ances for more than 70 metals and min-
erals, at rates ranging from 10 percent
to 22 percent.

In addition to repealing the percent-
age depletion allowances for minerals
mined on public lands, Mr. President,
my bill also creates a new fund, called
the Abandoned Mine Reclamation
Fund. One fourth of the revenue raised
by the bill, or approximately $120 mil-
lion dollars, will be deposited into an
interest bearing fund in the Treasury
to be used to clean up abandoned
hardrock mines in states that are sub-
ject to the 1872 Mining Law. Mineral
Policy Center estimates that there are
557,650 hardrock abandoned mine sites
nationwide and the cost of cleaning
them up will range from $32.7 billion to
$71.5 billion.

There are currently no comprehen-
sive federal or state programs to ad-
dress the need to clean up old mine
sites. Reclaiming these sites requires
the enactment of a program with ex-
plicit authority to clean up abandoned
mine sites and the resources to do it.
My legislation is a first step toward
providing the needed authority and re-
sources.

Mr. President, in today’s budget cli-
mate we are faced with the question of
who should bear the costs of explo-
ration, development, and production of
natural resources: all taxpayers, or the
users and producers of the resource?
For more than a century, the mining
industry has been paying next to noth-
ing for the privilege of extracting min-
erals from public lands and then aban-
doning its mines. Now those mines are
adding to the nation’s environmental
and financial burdens. We face serious
budget choices this fiscal year, yet
these subsidies remain a persistent tax
expenditure that raise the deficit for
all citizens or shift a greater tax bur-
den to other taxpayers to compensate
for the special tax breaks provided to
the mining industry.

Mr. President, the measure | am in-
troducing is fairly straightforward. It
eliminates the percentage depletion al-
lowance for hardrock minerals mined
on public lands while continuing to
allow companies to recover reasonable
cost depletion.

Though at one time there may have
been an appropriate role for a govern-
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ment-driven incentive for enhanced
mineral production, there is now suffi-
cient reason to adopt a more reason-
able depletion allowance that is con-
sistent with those given to other busi-
nesses.

Mr. President, the time has come for
the Federal Government to get out of
the business of subsidizing business. We
can no longer afford its costs in dollars
or its cost to the health of our citizens.
This legislation is one step toward the
goal of ending these corporate welfare
subsidies.

I ask unanimous consent that a copy
of the legislation be printed in the
RECORD.

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

S. 590

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

SECTION 1. SHORT TITLE.

This Act may be cited as the “Elimination
of Double Subsidies for the Hardrock Mining
Industry Act of 1999”".

SEC. 2. REPEAL OF PERCENTAGE DEPLETION AL-
LOWANCE FOR CERTAIN HARDROCK
MINES.

(a) IN GENERAL.—Section 613(a) of the In-
ternal Revenue Code of 1986 (relating to per-
centage depletion) is amended by inserting
‘“(other than hardrock mines located on
lands subject to the general mining laws or
on land patented under the general mining
laws)’ after ““In the case of the mines™.

(b) GENERAL MINING LAWS DEFINED.—Sec-
tion 613 of the Internal Revenue Code of 1986
is amended by adding at the end the follow-
ing:

g(f) GENERAL MINING LAws.—For purposes
of subsection (a), the term ‘general mining
laws’ means those Acts which generally com-
prise chapters 2, 12A, and 16, and sections 161
and 162 of title 30 of the United States Code.”

(c) EFFeCTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 3. ABANDONED MINE RECLAMATION FUND.

(a) IN GENERAL.—Subchapter A of chapter
98 of the Internal Revenue Code of 1986 (re-
lating to establishment of trust funds) is
amended by adding at the end the following:
“SEC. 9511. ABANDONED MINE RECLAMATION

FUND.

‘“(a) CREATION OF TRUST FuUND.—There is
established in the Treasury of the United
States a trust fund to be known as the
‘Abandoned Mine Reclamation Trust Fund’
(in this section referred to as ‘Trust Fund’),
consisting of such amounts as may be appro-
priated or credited to the Trust Fund as pro-
vided in this section or section 9602(b).

“(b) TRANSFERS TO TRUST FUND.—There
are hereby appropriated to the Trust Fund
amounts equivalent to 25 percent of the addi-
tional revenues received in the Treasury by
reason of the amendments made by section 2
of the Elimination of Double Subsidies for
the Hardrock Mining Industry Act of 1999.

““(c) EXPENDITURES FROM TRUST FUND.—

“(1) IN GENERAL.—Amounts in the Trust
Fund shall be available, as provided in appro-
priation Acts, to the Secretary of the Inte-
rior for—

“(A) the reclamation and restoration of
lands and water resources described in para-
graph (2) adversely affected by mineral
(other than coal and fluid minerals) and min-
eral material mining, including—

‘(i) reclamation and restoration of aban-
doned surface mine areas and abandoned
milling and processing areas,
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“(ii) sealing, filling, and grading aban-
doned deep mine entries,

“(iii) planting on lands adversely affected
by mining to prevent erosion and sedimenta-
tion,

“(iv) prevention, abatement, treatment,
and control of water pollution created by
abandoned mine drainage, and

““(v) control of surface subsidence due to
abandoned deep mines, and

““(B) the expenses necessary to accomplish
the purposes of this section.

““(2) LANDS AND WATER RESOURCES.—

“(A) IN GENERAL.—The lands and water re-
sources described in this paragraph are lands
within States that have land and water re-
sources subject to the general mining laws or
lands patented under the general mining
laws—

“(i) which were mined or processed for
minerals and mineral materials or which
were affected by such mining or processing,
and abandoned or left in an inadequate rec-
lamation status before the date of the enact-
ment of this section,

“(ii) for which the Secretary of the Inte-
rior makes a determination that there is no
continuing reclamation responsibility under
State or Federal law, and

““(iii) for which it can be established to the
satisfaction of the Secretary of the Interior
that such lands or resources do not contain
minerals which could economically be ex-
tracted through remining of such lands or re-
sources.

““(B) CERTAIN SITES AND AREAS EXCLUDED.—
The lands and water resources described in
this paragraph shall not include sites and
areas which are designated for remedial ac-
tion under the Uranium Mill Tailings Radi-
ation Control Act of 1978 (42 U.S.C. 7901 et
seq.) or which are listed for remedial action
under the Comprehensive Environmental Re-
sponse Compensation and Liability Act of
1980 (42 U.S.C. 9601 et seq.).

““(3) GENERAL MINING LAWS.—For purposes
of paragraph (2), the term ‘general mining
laws’ means those Acts which generally com-
prise chapters 2, 12A, and 16, and sections 161
and 162 of title 30 of the United States Code.”

(b) CONFORMING AMENDMENT.—The table of
sections for subchapter A of chapter 98 of the
Internal Revenue Code of 1986 is amended by
adding at the end the following:

9511. Abandoned Mine Reclamation

Trust Fund.”

“‘Sec.

By Mr. BOND:

S. 592. A bill to improve the health of
children; to the Committee on Finance.
HEALTHY KIDS 2000 ACT

Mr. BOND. Mr. President, one year
ago today, the Birth Defects Preven-
tion Act passed the House of Rep-
resentatives, clearing its way for the
President’s signature.

With this new funding, the Centers
for Disease Control has implemented a
national strategy, in conjunction with
the States and local organizations such
as the March of Dimes, to prevent the
devastating incidence of birth defects.

Building upon that success, today |
rise to introduce the Healthy Kids 2000
Act—comprehensive approach which
addresses the broad spectrum of health
issues affecting our nation’s children.

And | want to thank the March of
Dimes and the National Association of
Children’s Hospitals for supporting me
in this effort to improve the health of
our nation’s children and pregnant
women as we move into the new mil-
lennium.
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I also want to thank my colleague
from Ohio, MIKE DEWINE, for his work
on children’s health issues, and for al-
lowing me to adopt some of his ideas
for inclusion in this bill. Senator
DEWINE has been a dedicated leader on
children’s health, and has been essen-
tial to the development of the sections
of this bill that focus on poison control
centers and pediatric research within
the National Institutes of Health.

I am struck, every time | go into the
neonatal wards across my home state
of Missouri, at the tiny one and two
pound babies, hooked up to monitors
and tubes and looking so helpless.
Many of them will survive; a few may
not. My first thought is always one of
thanks that | have been blessed with a
very healthy son.

The good news is that we are making
progress in preventing diseases and in
making sick and injured children well.
Healing never thought possible a few
years ago for those who are burn vic-
tims, or born with birth defects, or
trauma victims, or even cancer pa-
tients, now occurs on a daily basis
around our country.

The question about how to finance
health care and how to improve access
to and the quality of health care, how-
ever, are the hottest challenges we face
as a nation.

There are some things we can all
agree on: that the care and well-being
of our children should come first, par-
ticularly those who are ill. Prenatal
care is also paramount, because a great
deal of child health is determined in
the womb.

Thus as a nation, we must stand up
and speak for those who cannot speak
for themselves.

That is why | am introducing the
“Healthy Kids 2000 Act.”” The idea be-
hind it is simple: we want pregnant
women to be healthy, and we want
children to be healthy. So we are going
to remove some of the barriers they en-
counter in receiving good, appropriate
health care.

This bill will give States the flexibil-
ity to enroll eligible pregnant women
in the State Children’s Health Insur-
ance Program (CHIP) and to coordinate
essential outreach efforts to enroll
qualified children. This program has
already been funded by Congress to as-
sist 10 million children whose families
lack health insurance. These children
are eligible to receive basic health care
services like immunizations and anti-
biotics for ear infections, but pregnant
women are not now eligible. Since so
much of a child’s health is determined
in the womb, it is imperative that low-
income pregnant women receive qual-
ity prenatal care.

Similarly, we need to ensure that the
National Institutes of Health research
machine is focusing on diseases and
conditions which afflict our nation’s
children, such as birth defects, SIDS,
cystic fibrosis, juvenile diabetes, and
arthritis, just to name a few. A simple
statistic will highlight this need: 80%
of prescription medications marketed
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in the U.S. today are not approved by
the FDA for use by children under 12
because studies have not been con-
ducted to document their safety or
whether or not they work for children.
That is a terrible disservice to the
young people of our country who may
need the relief of a particular prescrip-
tion drug.

This bill will also consolidate pro-
grams and provide more funds for local
initiatives to prevent birth defects and
maternal mortality.

150,000 infants are born each year
with a serious birth defect, and birth
defects are still the leading cause of in-
fant death. During the 1990s we have
witnessed an increase in maternal
death during pregnancy and childbirth.
There is no question that we need bet-
ter approaches to ensure that women
have healthier, safe pregnancies, and
healthier babies. And my bill will help
fund these vital prevention strategies.

This bill will also ensure direct ac-
cess to obstetric care, and direct access
to pediatric care. Children have health
needs that are very different than
those of the adult population. Diseases
and medications behave differently
than in adults, and when children are
treated, it should be by those who un-
derstand those differences.

Finally, this initiative will assist
children’s hospitals in educating the
next generation of pediatricians. Even
with strapped budgets, teaching chil-
dren’s hospitals offer the more egali-
tarian health care in this country.
These hospitals turn no one away. And
it is essential that we support this
noble mission by equipping children’s
hospitals with the tools to continue
their educational and research efforts.

So much of the most important work
in our society goes unnoticed, and
unrewarded. Saving the lives of our
children, improving the health of our
children, even caring for our children
on a daily basis is not glamorous work,
or sometimes even all that much fun.
Doctors, nurses, mothers, fathers,
child-care workers and teachers are
performing the most difficult, and the
most important, work of our society:
raising up the next generation to be
happy, healthy, and productive citi-
zens.

We must assist them in their efforts,
and we can take a positive step by de-
bating and enacting Healthy Kids 2000.

Mr. President, | ask unanimous con-
sent that letters of support be printed
in the RECORD.

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

NATIONAL ASSOCIATION OF
CHILDREN’S HOSPITALS,
Alexandria, VA, March 9, 1999.
Hon. CHRISTOPHER “*KIT”” BOND,
U.S. Senate, Russell Senate Office Building,
Washington, DC.

DEAR SENATOR BOND: The National Asso-
ciation of Children’s Hospitals (N.A.C.H.),
which represents more than 100 children’s
hospitals across the country, strongly sup-
ports your efforts to address the full spec-
trum of children’s health care needs through
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your new ‘“‘Healthy Kids 200 Act,” legislation
that knits together several important indi-
vidual initiatives to improve the health and
well-being of our nation’s children.

This legislation takes a comprehensive ap-
proach to addressing barriers and obstacles,
both health system and governmental, that
families and pediatric providers encounter in
improving the health care of children. Its
focus on strengthening health coverage,
graduate medical education, research, and
public health protections for children clearly
reflects the children’s hospitals’ own four-
fold missions of clinical care, education, re-
search, and public health advocacy for child
health. Together, they are essential to the
ability of communities to meet the unique
health care needs of their children.

CHILDREN’S HEALTH COVERAGE

This legislation recognizes that the pre-
scription for good, comprehensive health
care for children is not only health insurance
coverage but also quality and access to care.
The ““Healthy Kids 200 Act’” would provide
important health care protections for chil-
dren as well as enable providers, profes-
sionals, systems, and workers to assure im-
proved quality of health care for children.

By providing families access to providers
that specialize in pediatrics for the care de-
livered to their children, the legislation
takes the important step of ensuring that
children receive health care in the most ap-
propriate setting and condition possible.

The legislation recognizes that, as the
President’s Advisory Commission on Con-
sumer Protection and Quality in the Health
Care Industry writes, ‘‘[c]hildren have health
and development needs that are markedly
different from adults and require age-appro-
priate care. Developmental changes, depend-
ency on others, and different patterns of ill-
ness, disability and injury require that at-
tention be paid to the unique needs of chil-
dren in the health system.”

In addition, the legislation improves upon
the State Children’s Health Insurance Pro-
gram (SCHIP) by allowing states the option
to use SCHIP to provide health insurance
coverage for pregnant women. The linkages
between prenatal care and healthy children
have long been understood in American so-
cial policy, including Medicaid, the Maternal
and Child Health Block Grant and WIC. As
the GAO found in its report Health Insur-
ance; Coverage Leads to Increased Health
Care Access for Children, Medicaid coverage
of maternal and child health improves health
care access but also decreases infant and
child mortality.

For these reasons, N.A.C.H. supports giving
states the option of covering low income, un-
insured pregnant women through SCHIP, as
well as the bill’s provision to establish auto-
matic enrollment of their infants upon birth
through that critical first year of life.

PEDIATRIC EDUCATION

N.A.C.H. applauds you for including in the
“Healthy Kids 2000 Act’” the commitment to
commensurate federal graduate medical edu-
cation support for independent children’s
hospitals proposed by the ‘“‘Children’s Hos-
pitals Education and Research Act,” which
you have twice co-sponsored with Senator
Bob Kerrey (D-MO). Through the establish-
ment of a capped time-limited fund, the leg-
islation would go a long way toward provid-
ing a more equitable competitive playing
field for independent children’s hospitals.

Like all teaching hospitals, children’s hos-
pitals receive less and less support for their
graduate medical education (GME) programs
from most insurers. Unlike other teaching
hospitals, independent children’s hospitals
receive virtually no support for GME from
the one remaining, stable source of GME
support—the Medicare program—because
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they serve children, not the elderly. Yet,
these hospitals play a critical role in train-
ing the next generation of health care pro-
viders for children. Although they represent
less than one percent of all hospitals, they
train nearly 30 percent of all pediatricians
and nearly half of all pediatric subspecial-
ists.
PEDIATRIC RESEARCH

As centers of research devoted to improv-
ing the prevention, diagnosis, treatment, and
evaluation of children’s illnesses and condi-
tions, children’s hospitals very much appre-
ciate your efforts to bring new visibility the
need for increased NIH investment in pedi-
atric biomedical research overall and in pe-
diatric research training in particular. While
there are a variety of ways to structure this
increased investment in NIH, we know that
you share our conviction that in the end, the
result must be a real increase in total sup-
port for pediatric research. Its purpose
should be to stimulate significant additional
pediatric research investment and growth in
the number of researchers focusing on chil-
dren’s health, not to cause a shift in funding
that comes at the expense of any current
NIH research efforts for children.

PEDIATRIC PUBLIC HEALTH PROMOTION

With so many children’s hospitals serving
as their states’ or regions’ poison control
centers, N.A.C.H. especially appreciates the
provisions of your legislation to stabilize and
improve our nation’s poison control system.
Over half of the two million poisonings re-
ported in 1996 were by parents of children
under age 6. Almost 2 out of 3 poison calls
are on behalf of children under age 18. Legis-
lation that serves to improve and stabilize
this critical system will undoubtedly im-
prove the lives and health of children as
well.

N.A.C.H. also supports the bill’s provisions
to improve prenatal care and birth defects
research through the Centers for Disease
Control and Prevention, which are important
to reduce morbidity and mortality from
birth, improving health, and preventing life-
long health care costs for children and
adults.

In conclusion, Senator Bond, we commend
you for the breadth and depth that this bill
undertakes to improve the health of our na-
tion’s children. This legislation certainly
sets the standard for what the 106th Congress
should consider and pass with respect to
child health.

If you have any questions or need addi-
tional information, call Peters Willson or
Bruce Lesley at 703-684-1355.

Sincerely,
LAWRENCE A. MCANDREWS.
MARCH OF DIMES,
BIRTH DEFECTS FOUNDATION,
Washington, DC, March 8, 1999.
Hon. CHRISTOPHER BOND,
U.S. Senate, Russell Senate Office Building,
Washington, DC.

DEAR SENATOR BOND: On behalf of more
than 3 million volunteers and 1500 staff mem-
bers of the March of Dimes, | want to com-
mend you for introducing the ‘““Healthy Kids
2000 Act.”” We are particularly pleased that
you have included in this legislation three
specific initiatives important to the Founda-
tion and to the health of mothers, infants
and children.

The first section of the bill, ““Health Care
Accessibility and Accountability for Mothers
and Newborns,” includes a much needed ini-
tiative to improve access to health care for
pregnant women. Numerous studies have
shown that prenatal care improves the like-
lihood that a child will be born healthy.
Your proposal that states be given the flexi-
bility to cover prenatal care for income-eli-
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gible pregnant women through the new State
Children’s Health Insurance Program (S-
CHIP) is an important step to take. If en-
acted, this provision would help provide
women the prenatal and maternity care they
need to have healthy, full term babies. The
March of Dimes strongly supports access to
prenatal care. Because of the Foundation’s
concern that more than 350,000 women do not
have access to these needed services, the
Foundation has identified the expansion of
S-CHIP to cover pregnant women as one of
its highest federal legislative priorities for
1999.

The Foundation is also pleased to support
the ‘“‘Pediatric Public Health Promotion”
provision that would establish a National
Center for Birth Defects Research and Pre-
vention at the Centers for Disease Control
and Prevention. This change in law would
elevate the visibility of the birth defects ac-
tivities of the CDC, authorized by the Birth
Defects Prevention Act (P.L. 105-168), which
you guided to enactment in 1998. As you
know, for many years the March of Dimes
has been a strong supporter of federal birth
defects research and prevention activities.
We applaud you for proposing to integrate
the activities of various programs to further
promote the prevention of birth defects.

In addition, the March of Dimes commends
you on including the ‘“‘Pediatric Research
Initiative” in the “Healthy Kids 2000 Act.”” If
enacted, this initiative would establish the
authorization needed to obtain additional
funding for pediatric biomedical research
within the National Institutes of Health. The
Foundation believes that a partnership be-
tween the public and private sectors is the
more effective way to raise the level of in-
vestment in clinical research pertaining to
children. The March of Dimes urges Congress
to strengthen the national commitment to
all children.

We thank you for your leadership and are
eager to work with you on this and other leg-
islative initiatives important to the health
of the nation’s mothers, infants and chil-
dren.

Sincerely,
DR. JENNIFER L. HOWSE,
President.

By Mr. COVERDELL (for himself,
Mr. TORRICELLI, and Mr. ABRA-
HAM):

S. 593. A bill to amend the Internal
Revenue Code of 1986 to increase maxi-
mum taxable income for the 15 percent
rate bracket, to provide a partial ex-
clusion from gross income for divi-
dends and interest received by individ-
uals, to provide a long-term capital
gains deduction for individuals, to in-
crease the traditional IRA contribution
limit, and for other purposes; to the
Committee on Finance.

THE SMALL SAVERS ACT

Mr. COVERDELL. Mr. President, |
rise today, joined by my good friends
Senator TORRICELLI and Senator ABRA-
HAM, to introduce legislation whose
time | believe has clearly come. We are
faced with a real crisis. That crisis is
the state of personal savings, savings
by families that let them prepare for
the bumps in the road.

Families are not saving, and | believe
it is not happening because our govern-
ment takes too much from them. A re-
cent report by the Congressional Budg-
et Office showed that taxes on the
American public are at their highest
level since World War Il. Too many
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middle-class families have been
squeezed to the point where they live
paycheck to paycheck without the op-
tion of saving for the future.

Today, the Nation’s economy re-
mains the envy of the world. The
United States has the first federal
budget surplus in thirty years, unem-
ployment is down and the stock mar-
ket is up, but there are troubling signs
on the horizon. Manufacturing activity
slowed in December for the seventh
straight month, dropping to its lowest
level in almost eight years as global
economic problems continued to hinder
exports. At the same time, personal
savings are at Depression-era lows.

In 1982, families saved nine percent of
their personal income. In 1992, it was
between five and six percent. Last
year, it was one-half of one percent and
headed into the red. Personal savings is
so important because it helps prepare
families for any crisis that could occur,
such as a health emergency or job loss.

Having said that, | believe we would
all do well to remember the lessons
from the biblical parable of Joseph. Re-
call that Joseph warned Pharaoh his
kingdom would experience seven years
of plenty followed by seven years of
famine. His message to Pharaoh was to
build reserves during the years of plen-
ty in preparation for the years of fam-
ine, so that his people would not suffer.
To ensure the longevity of our recent
economic gains, it is important to re-
member the lessons of Joseph and heed
the words of President Kennedy who, in
his second State of the Union address
said: ““Pleasant as it is to bask in the

warmth of recovery . . . the time to re-
pair the roof is when the sun is shin-
ing.”

One-third of Americans have no sav-
ings at all, and the next third have less
than $3,000 in savings. Although the
baby-boom generation has contributed
to the explosion of people investing in
the equities, only two in five baby
boomers will have enough savings to
maintain their current standard of liv-
ing when they begin to retire in 2011.

The Small Savers Act would help to
reverse these troubling trends. First,
our proposal returns middle class tax-
payers to the lowest Federal income
tax bracket. Under our legislation, 7
million taxpayers would no longer find
themselves taxed at 28%. Instead, they
would be taxed at the 15% bracket.

Second, it would encourage modest
savings and investment. We propose to
enable savers to earn $500, or $250 for
singles, in interest and dividends with-
out paying a tax. According to the
Joint Economic Committee, 30 million
low and middle income taxpayers
would be able to save tax free. Our pro-
posal also would wipe out capital gains
taxes for 10 million low and middle in-
come investors by exempting the first
$5,000 of long-term capital gains. For
those committed to ending the tax-
ation of capital gains, this would be an
opportunity to take that first step
while encouraging lower and middle
class workers to invest for their future.
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Finally, we provide for a modest
$1,000 increase in the contribution
limit for deductible IRA contributions,
from $2,000 to $3,000, and index for in-
flation after 2009. These contribution
limits have not been raised since 1981.

The Nation faces many challenges in
the years ahead. None is more impor-
tant than sustaining economic growth
and ensuring our retirement security.
The Small Savers Act is a modest and
progressive step to begin shoring up
personal savings and to keep the Na-
tion on the path to long-term economic
health.

By Mrs. FEINSTEIN:

S. 594. A bill to ban the importation
of large capacity ammunition feeding
devices; to the Committee on the Judi-
ciary.

LARGE-CAPACITY AMMUNITION MAGAZINE
IMPORT BAN OF 1999

Mr. FEINSTEIN. Mr. President, | rise
today to introduce legislation that will
plug a gaping loophole in our gun laws
and protect us all from the deadly,
tragic violence of assault weapons.

This bill is not about gun control.
This bill is not about politics. And this
bill is not about partisanship. But this
bill is about stopping foreign manufac-
turers from skirting the laws that al-
ready apply to companies within our
borders.

The bill we introduce today will ad-
dress, finally, the loophole in the law
that allows foreign manufacturers to
flood our shores with high capacity
ammunition clips, while domestic man-
ufacturers are prohibited from selling
those very clips.

Our bill bans future importation of
all ammunition clips with a capacity of
greater than 10 rounds.

Mr. President, this legislation would
not ban the sale or possession of clips
already in circulation. And the domes-
tic manufacture of these clips is al-
ready illegal for most purposes. Under
current law, U.S. manufacturers are al-
ready prohibited from manufacturing
large capacity clips for sale to the gen-
eral public, but foreign companies con-
tinue to do so.

As the author of the 1994 provision, |
can assure you that this was not our
intent. We intended to ban the future
manufacture of all high capacity clips,
leaving only a narrow clause allowing
for the importation of clips already on
their way to this country. Instead, the
Bureau of Alcohol, Tobacco and Fire-
arms has allowed millions of foreign
clips into this country, with no true
method of determining date of manu-
facture.

In fact, between March and August of
last year alone, BATF approved more
than 8 million large-capacity clips for
importation into America.

Many of these clips were surely man-
ufactured after 1994, but ATF has no
way to determining whether or not this
is true. As a result, they simply must
take the word of the exporting com-
pany or country.

The clips come from at least 20 dif-
ferent countries, from Austria to
Zimbabwe.
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The clips approved during this one
short period accounted for almost 128
million rounds of ammunition—and
every round represents the potential
for taking one human life.

These clips come in sizes ranging
from 15 rounds per clip to 30, 75, 90, or
even 250 rounds per clip.

Twenty thousand clips of 250-rounds
came from England;

Two million 15-round magazines
came from ltaly;

Five thousand clips of 70-rounds
came from the Czech Republic.

And the list goes on, and on.

Mr. President, 250-round clips have
no sporting purpose. They are not used
for self defense. They have only one
use—the purposeful Killing of other
men, women and children.

It is both illogical and irresponsible
to permit foreign companies to sell
items to the American public—particu-
larly items that are so often used for
deadly purposes—that U.S. companies
are prohibited from selling. It is time
to plug this loophole and close our bor-
ders to these tools of death and de-
struction. Our domestic manufacturers
are complying with the law, and we
must now force foreign manufacturers
to comply as well.

In April of last year, President Clin-
ton and Treasury Secretary Rubin
closed one loophole in the 1994 ban on
assault weapons by blocking further
imports of modified semiautomatic as-
sault weapons. However, the Depart-
ment of Justice advises me that the
President lacks the legal authority to
take the same action regarding large-
capacity clips. As a result, we must
take legislative action to stop further
imports of these Killer clips.

In closing our borders to these high
capacity clips, we will not put an end
to all incidents of gun violence. But we
will limit the destructive power of that
violence. We will not stop every trou-
bled child who decides to commit an
act of violence from doing so, but we
can limit the tools that a child can find
to carry out the act.

Each of us has been touched in some
way by the devastating effects of gun
violence. Each of our states has faced
unnecessary tragedy and senseless de-
struction as a result of the high-pow-
ered, high-capacity weapons falling
into the hands of gangs, drive-by shoot-
ers, cop killers, grievance killers, and
yes, even children. My own state of
California has too often been the sub-
ject of national attention due to inci-
dents of gun violence.

Just a few short months ago in Oak-
land, California, officer James Wil-
liams became yet another example of
what can happen when a troubled teen-
ager gets hold of a high-capacity weap-
on. Soon after midnight on a Sunday
early this New Year, Officer Williams
and two colleagues found themselves
searching the side of the road for a gun
that had reportedly been thrown by
suspects involved in a recent chase. Of-
ficer Williams had been out of the po-
lice academy for only eleven weeks,
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and was undoubtedly looking forward
to getting home to see his three chil-
dren.

But tragically, James Williams never
made it home that night. While Wil-
liams searched for the lost gun, a 19-
year-old man stood on the freeway
overpass above and fired the shots that
would change Williams’ family forever.
Using a Hungarian made AK-47 with a
Chinese made high-capacity ammuni-
tion clip, the teenager fired many
shots—too many.

One Telfon-coated bullet from this
high capacity clip fatally wounded offi-
cer Williams, tearing through his bul-
letproof vest and leaving his three chil-
dren without a father. And that lone
bullet tore through more than just
James Williams’ body armor. It tore
through the very fabric of his entire
family, and its damage cannot be re-
paired.

To many, Officer Williams has now
become just another statistic in the
fight against gun violence. But he is
more than that to his family, and he
must mean more than that to us, as
well. We must fight to end the trage-
dies faced by so many families across
this nation. We must fight to give
meaning to the countless lives that
have been extinguished before their
time.

One phenomenon which has most
tragically revealed the problems pre-
sented by these high capacity clips has
been the use of these clips by young-
sters to kill other youngsters.

In Springfield, Oregon, a 15-year-old
boy used a 30-round clip to kill two of
his fellow students and wound 22 oth-
ers.

In Jonesboro, Arkansas, one of two
boys carried a Universal carbine
equipped with a 15-round Killer clip.
Firing every one of those 15 bullets, the
boy helped his partner Kill five people
and wound 10 more.

And just last December in Los Ange-
les, 27 year old LAPD officer Bryan
Brown was shot and killed by an assail-
ant with a rifle and double magazine.
Following the tragic shooting, Officer
Brown’s 7 year old son asked, “Why did
my daddy have to die?”’

Mr. President, Officer Brown and Of-
ficer Williams gave their lives to pro-
tect the lives of so many others, and
their children have now been left with-
out a father. We must do what we can
to make the lives of our law enforce-
ment officers more safe.

And we must also do what we can to
bring foreign companies into compli-
ance with the same laws we impose on
companies here at home. The only way
we can accomplish these goals is to
pass this simple bill.

In 1994, we fired a first shot in the
fight against assault weapons and Kkill-
er clips by banning the assault weapons
most commonly used in crime and to
kill police officers. | am proud to have
authored that legislation, and many of
my colleagues who joined me in that
fight remember how hard we worked to
make a difference. Our opponents told
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us our efforts would accomplish noth-
ing—but they were wrong. They told us
our efforts would infringe upon the
rights of innocent gun owners—again,
they were wrong.

In fact, recent statistics prove that
the assault weapons ban is working to
reduce crime and to save the lives of
law enforcement officers and countless
others.

A recent study by the Bureau of Al-
cohol, Tobacco and Firearms showed
that compared to other guns, the use of
assault weapons in crimes is rapidly
falling. In fact, while assault weapons
accounted for more than 6% of the
guns traced in crimes before the 1994
crime bill went into effect, these guns
now account for less than 2.4% of those
traces.

But it has now become apparent that
the 1994 ban on assault weapons left
open certain loopholes. Through those
loopholes fall the lives of courageous
police officers like Officer James Wil-
liams.

There is no convincing reason to
allow foreign manufacturers to cir-
cumvent the ban on assault weapons
while domestic manufacturers comply.
And there is no convincing reason to
keep an unlimited supply of these clips
flowing onto our shores and into the
hands of American criminals.

The ban on assault weapons is work-
ing to save lives and to keep us safe.
But we must act to fix those loopholes
which still remain. Last year we came
close—we offered this bill as an amend-
ment on short notice and lost by only
a few votes. | am confident that once
my colleagues understand what this
bill does—and more importantly what
it does not do—we will win our fight.

I urge my colleagues to support this
bill, and 1 look forward to voting on
this issue in the near future.

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

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

S. 594

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Large Ca-
pacity Ammunition Magazine Import Ban
Act of 1999”".

SEC. 2. BAN ON IMPORTING LARGE CAPACITY
AMMUNITION FEEDING DEVICES.

Section 922(w) of title 18, United States
Code, is amended—

(1) in paragraph (1), by striking ‘(1) Except
as provided in paragraph (2)”’ and inserting
“(1)(A) Except as provided in subparagraph
B)7;

(2) in paragraph (2), by striking “‘(2) Para-
graph (1)” and inserting ‘““(B) Subparagraph
(G

(3) by inserting before paragraph (3) the
following:

“(2) 1t shall be unlawful for any person to
import a large capacity ammunition feeding
device.”’; and

(4) in paragraph (4)—

(A) by striking ‘“(1)”” each place it appears
and inserting “(1)(A)”’; and
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(B) by striking ‘“(2)”” and inserting “(1)(B)”".
SEC. 3. CONFORMING AMENDMENT.

Section 921(a)(31) of title 18, United States
Code, is amended by striking ‘“manufactured
after the date of enactment of the Violent
Crime Control and Law Enforcement Act of
1994,

By Mr. DOMENICI
and Mr. INHOFE):

S. 595. A bill to amend the Internal
Revenue Code of 1986 to establish a
graduated response to shrinking do-
mestic oil and gas production and surg-
ing foreign oil imports, and for other
purposes; to the Committee on Fi-
nance.

THE DOMESTIC OIL AND GAS CRISIS TAX RELIEF
AND FOREIGN OIL RELIANCE REVERSAL ACT OF
1999
Mr. DOMENICI. Mr. President, | rise

today to introduce the Domestic Oil

and Gas Crisis Tax Relief and Foreign

Oil Reliance Reversal Act of 1999.

It is a comprehensive, graduated ap-
proach to ensure that the United
States retains control of its foreign
policy and its economic destiny.

I believe that oil is essential to our
way of life. Oil is power.

It has been pointed out by numerous
commentators that major oil reserves
and political volatility go together.
The Middle East has the world’s most
abundant and cheapest oil, unfortu-
nately, the U.S. does not.

Saudi Arabia, United Arab Emirates
and Kuwait are our current allies, but
Iran and Iraqg are not. Russia is a major
natural gas producer, but reliable Rus-
sia is not.

Our dependence on foreign oil is
reaching 57 percent, projected to reach
68 percent by 2010 if current prices pre-
vail.

This isn’t the usual boom and bust
that the oil and gas industry goes
through. The price has dropped by half
in the past two years. In real terms, oil
now costs roughly what it did before
1973. And prices could stay low or drop
lower according to the March 6th,
Economist magazine.

Chairman Greenspan, thus, far has
been more cautious.

At a Budget Committee hearing re-
cently, | asked Chairman Greenspan
about the oil and gas depressed prices.
For the first time that | can remember,
Greenspan blessed Independent Petro-
leum Association of America (IPAA)
numbers.

Greenspan said, ‘““In the short term,
profits for the oil and gas industry are
likely to come under pressure. Accord-
ing to industry surveys, exploration
and production spending in the U.S. is
projected to decline 21 percent this
year to $22.6 billion from $28.2 billion in
1998. A recent survey by the Independ-
ent Petroleum Association of America
(IPAA) estimates that over 36 thousand
crude oil wells and more than 56 thou-
sand natural gas wells have been shut
down since November 1997. During the
same period, the IPAA estimates that
24 thousand jobs in the industry have
been eliminated * * * The financial
pressures are most serious among
small producers in the United States.”

(for himself
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Let me describe the financial pres-
sures facing New Mexico.

One of the city officials told me that
oil and gas revenues were so low that
the town of Eunice has to decide which
it will keep open—the school or the
hospital. There isn’t enough tax reve-
nue in the coffers to do both! In New
Mexico, the oil and gas industry is a
major source of revenue. For some
communities it is the only significant
source.

The bill 1 am introducing today is a
comprehensive, graduated response to
the problem of the shrinking domestic
oil and gas industry. It builds upon,
and includes all of the provisions in-
cluded in S. 325 introduced by Senator
KAY BAILEY HUTCHISON and cospon-
sored by Senators NICKLES, MURKOW-
SKI, BREAUX and LANDREU and myself.

The Hutchison bill focuses on helping
our independent producers and main-
taining marginal wells. These are wells
that produce less than 15 barrels a day
by IRS definition, but in reality, on av-
erage produce about 2.2 barrels of oil a
day. There are a lot of marginal wells
in the United States, and together they
produce as much oil as the United
States imports from Saudi Arabia.

I am also told if prices stay where
they are the state could lose half of
those wells by the end of the year.

Title | of the bill 1 am introducing
today is part of S. 325. It includes a
marginal well tax credit designed to
prolong marginal domestic oil and gas
well production. The credit is equal to
$3.00 a barrel.

The bill also provides a Federal in-
come tax exclusion for income earned
from inactive wells. It is an incentive
for producers to keep pumping and not
to plug the wells because low prices
make them uneconomic. Once a well is
plugged, the oil from that well is lost
for ever.

The bill expands the Enhanced Oil
Recovery credit (EOR) that was en-
acted in 1990.

Enhanced oil recovery techniques can
recover the other seventy-five percent
of the oil left behind when regular
techniques have pumped as much oil as
they can from a well. The EOR credit is
expanded to cover additional tech-
niques and to be used by AMT tax-
payers.

The oil and gas industry is a capital
intensive industry.

When the price of oil drops, the cash
flow for small producers dries up.
There are countless producers who
haven’t been able to make an interest
payment on their operating loans in
months and as loans come due, the
banks haven’t been willing to renew
them.

The world is feasting on cheap oil,
and yet the oil patch is starving for
capital. This credit crunch is made all
the more painful because producers
know that they have accumulated tax
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benefits and credits that they have not
been able to use, first, because they
were Alternative Minimum Tax (AMT)
taxpayers, and more recently, because
low prices have devastated their
bottomline.

The AMT was intended to make sure
that profitable companies paid their
fair share of taxes. It has not worked
as it was intended. In practice, the
AMT imposes four penalties on invest-
ments made by U.S.-based taxpayers
who explore for and produce oil and
natural gas. Penalties are imposed on
drilling investment and asset deprecia-
tion. These penalties significantly in-
crease the after-tax costs and the busi-
ness risks of drilling new wells. This is
a very imprudent policy at a time when
the U.S. is experiencing historically
low drilling activity and growing im-
port dependency.

The AMT increases the cost of cap-
ital of AMT taxpayers by approxi-
mately 15 to 20 percent over what it
would be under the regular corporate
income tax according to testimony
given before the Senate Finance Com-
mittee.

TITLE Il of the bill tries to correct
the past imprudence of the AMT and
other tax cod provisions by providing
domestic oil and gas industry crisis tax
relief triggered when the price of oil is
below $15 a barrel.

This title of the bill creates what I
call a “‘credits to cash’ program.

The purpose is to transform earned
tax credits and other accumulated tax
benefits into working capital for the
cash-strapped domestic oil and gas pro-
ducers and service companies.

This is accomplished by creating a
ten year carry-back for unused AMT
credits, and unused percentage deple-
tion for oil and gas producers. The bill
would also eliminate one of the most
restrictive limitations on an oil and
gas producer’s ability to claim his in-
tangible drilling costs—the so-called 65
percent net income limitation. The bill
repeals it so that producers can finally
recover their out of pocket costs.

The bill also includes a provision
similar to a bill introduced by Con-
gressman THOMAS. My bill allows both
producers and the oil and gas service
industry to go back ten years and use
up their Net operating losses (NOL)s.
HARD TIMES TAX RELIEF WHEN PRICE OF OIL IS

LESS THAN $14 A BARREL

The National Energy Policy Act par-
tially eliminated Intangible Drilling
Costs as a preference item under the
AMT. This bill finishes the job for any
year when the price of oil is less than
$14 a barrel (phased out when oil prices
hit $17)

IDCs are up front, out of pocket costs
that have to be paid before a producer
even knows whether there will be any
oil produced.

IDCs are one of the principal ordi-
nary and necessary business costs of
the oil and gas industry. IDCs can com-
prise up to 80 percent of the total costs
incurred in developing a well.

IDCs are comparable to research and
development costs because they are in-
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curred before a capital asset is known
to exist. Examples of IDCs include
amounts paid to negotiate and finalize
drilling contracts; costs to prepare the
drill site, costs of transporting and set-
ting up the rigs and costs of cementing
casing in place; costs for wages, fuel,
repairs, supplies, and other costs in the
drilling, shooting and cleaning of wells,
onsite preparation for the drilling of
wells, and the construction of the phys-
ical structures that are necessary for
the drilling of wells. IDCs are funded
with cold, hard cash and typically can-
not be financed by a bank or financial
institution, and must be paid through
an operator’s internal cash flow or out-
side equity money supplied by an in-
vestor.

Under the regular corporate tax,
IDCs are generally allowed to be ex-
pensed.

If they were the expenses of any
other business they would not be in-
cluded as add-back preference items for
purposes of the AMT. We took the first
step to correcting this injustice in the
National Energy Policy Act. It is time
to finish the job now.

Percentage depletion is also an ordi-
nary and necessary business cost. It
recognizes that the economic profit
from successful wells must compensate
for economic losses from dry holes and
marginal wells that do not recover
their investment. Percentage depletion
also recognizes that oil and gas prop-
erties are wasting assets with no resid-
ual value. These expenses correspond
to ordinary business expenses that are
deductible for every other business
without limitations.

The bill would also eliminate the de-
preciation adjustment under the AMT
for oil and gas assets so that the depre-
ciation schedules for the regular tax
are also used for AMT.

The oil and gas industry must spend
significant amounts of capital to ac-
quire, find, develop and produce oil and
gas resources The regular tax system’s
modified accelerated cost recovery sys-
tem (MACRS) is designed to encourage
such investments. The incentive of ac-
celerated tax depreciation is especially
important in periods when oil is cheap
and companies are under economic
pressure to reduce capital investment
and jobs. Yet, the depreciation adjust-
ment required under the AMT results
in removing much of the regular tax
incentive precisely when it is needed
most. This occurs because companies
in the industry are more likely to be
subject to AMT in periods of low com-
modity prices.

While the AMT is the second tax sys-
tem imbedded in our Internal Revenue
code, the Accumulated Current Earn-
ings (ACE) effectively acts as a third
system of taxation, in addition to the
regular tax system and the AMT. ACE
generally acts to measure income in
the same manner ‘‘earnings and prof-
its”” which is a measure of income used
by “C’ corporations to determine
whether their dividends will be taxable.
Under ACE, a corporate taxpayer must
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compute the deductions for equipment
depreciation (pre-1994), and intangible
drilling cost recovery in a third man-
ner in addition to that mandated under
the regular tax system and the AMT.

Congress has nibbled at fixing the
ACE several times in the 1990’s. It is
time to get rid of it and its complexity.
The bill eliminates the Adjusted Cur-
rent Earnings adjustment (ACE) as it
applies to IDCs.

The bill would also permit the EOR
credit and the Section 29 credit to re-
duce the Alternative Minimum Tax.

The Alternative Minimum Tax
(AMT) imposes tax penalties on the oil
and gas industry. It taxes investment,
not income, and it is more punitive the
less profitable a company is. The
longer prices are low and profits thin,
the harsher is the AMT’s impact.

The bill recognizes that the Oil for
Food program is contributing to the
depressed oil and gas prices and is
causing economic hardship for our do-
mestic oil and gas producers. To com-
pensate our domestic industry for the
economic loss that is being caused by
this UN policy, the bill would restore
percentage depletion to 27.5 percent. It
also would include the remaining tax
provisions included in S. 325 e.g., Al-
lows expensing geological and geo-
physical expenditures Allows producers
to make an election to Expense Delay
Rentals payments; and provides an Ex-
tension of Spudding rule

Title 111 of the bill would be triggered
whenever foreign oil reliance exceeds
50 percent. The purpose of this title is
to reverse the trend of increased for-
eign dependence of oil and gas by en-
couraging exploration and development
of oil and gas reserves here at home in
the U.S. Our goal should be to double
current domestic oil and gas produc-
tion.

The bill provides a 20 percent explo-
ration and development credit.

Title IV recognizes that 60 percent
foreign oil dependence is a national se-
curity risk and provides for an emer-
gency procedure. When foreign imports
exceed 60 percent the President is re-
quired to implement an energy secu-
rity strategic plan designed to prevent
crude oil and product imports from ex-
ceeding 60 percent. I will remind my
colleagues that when we experienced
the economic disruption of the 1973 oil
embargo our dependence on foreign oil
was only 36 percent.

Mr. President, we need a comprehen-
sive response to foreign oil dependence.
We need to have a healthy domestic oil
and gas industry. This bill along with
measures to help the industry through
the current credit crunch are essential.
I ask that my colleagues join me in de-
veloping a comprehensive plan to in-
sure our energy and foreign policy
independence.

Mr. President, | ask unanimous con-
sent that the text of the bill and a
summary be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:
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S. 595

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

SECTION 1. SHORT TITLE; AMENDMENT OF 1986
CODE.

(@) SHORT TITLE.—This Act may be cited as
the ““Domestic Oil and Gas Crisis Tax Relief
and Foreign Oil Reliance Reversal Act of
1999.”

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

SEC. 2. PURPOSES.

The purposes of this Act are—

(1) to establish a graduated response to
shrinking domestic oil and gas production
and surging foreign oil imports;

(2) to prevent the abandonment of mar-
ginal oil and gas wells responsible for half of
the domestic oil and gas production of the
United States;

(3) to transform earned tax credits and
other tax benefits into working capital for
the cash-strapped domestic oil and gas pro-
ducers and service companies;

(4) to reverse the trend of increased de-
pendence on foreign oil and gas by encourag-
ing exploration and development of oil and
gas reserves in the United States to achieve
the goal of doubling current domestic oil and
gas production; and

(5) to provide an emergency procedure for
times when foreign imports exceed 60 percent
of the total United States crude and oil prod-
uct consumption, thereby recognizing that
when imports exceed a statutory level a na-
tional security threat exists that demands
Presidential action.

SEC. 3. FINDINGS.

Congress finds the following:

(1) Foreign oil consumption in the United
States is estimated to be equal to 56 percent
of total oil consumption and could reach 68
percent by the year 2010 if current prices pre-
vail.

(2) The number of oil and gas rigs operat-
ing in the United States is at the lowest
count since 1944, when records of this num-
ber began to be recorded.

(3) If oil prices do not increase soon, the
United States could lose at least half of its
marginal wells which, in the aggregate,
produce as much oil as the amount of oil the
United States imports from Saudi Arabia.

(4) Oil and gas prices are unlikely to in-
crease for the next several years.

(5) Declining production, well abandon-
ment, and the lack of exploration and devel-
opment are shrinking the domestic oil and
gas industry.

(6) It is essential in order for the United
States to have a vibrant economy to have a
healthy domestic oil and gas industry.

(7) The world’s richest oil producing re-
gions in the Middle East are experiencing
great political stability.

(8) The policy of the United Nations may
make Iragq the swing oil producing nation,
thereby granting an enemy of the United
States a tremendous amount of power.

(9) Reliance on foreign oil for more than 60
percent of the daily oil and gas consumption
in the United States is a national security
threat.

(10) The United States is the leader of the
free world and has a worldwide responsibility
to promote economic and political security.

(11) The exercise of traditional responsibil-
ities in the United States and abroad in for-
eign policy requires that the United States
be free of the risk of energy blackmail in
times of gas and oil shortages.
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(12) The level of the United States security
is directly related to the level of domestic
production of oil, natural gas liquids, and
natural gas.

(13) A national energy policy should be de-
veloped which ensures that adequate supplies
of oil are available at all times free of the
threat of embargo or other foreign hostile
acts.

SEC. 4. TABLE OF CONTENTS.

The table of contents of this Act is as fol-
lows:

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

Sec. 2. Purposes.

Sec. 3. Findings.

Sec. 4. Table of contents.

TITLE I—DOMESTIC OIL AND GAS PRO-
DUCTION PRESERVATION PROVISIONS
Sec. 101. Tax credit for marginal domestic
oil and natural gas well produc-

tion.

Sec. 102. Exclusion of certain amounts re-
ceived from recovered inactive
wells.

Sec. 103. Enhanced oil recovery credit ex-
tended to certain nontertiary
recovery methods.

TITLE II—DOMESTIC OIL AND GAS
INDUSTRY CRISIS TAX RELIEF

Sec. 200. Purpose.

Subtitle A—Credits to Cash Provisions

Sec. 201. 10-year carryback for unused mini-
mum tax credit.

Sec. 202. 10-year carryback for percentage
depletion for oil and gas prop-

erty.

Sec. 203. 10-year net operating loss
carryback for losses attrib-
utable to oil servicing compa-
nies and mineral interests of oil
and gas producers.

Sec. 204. Waiver of limitations.

Subtitle B—Hard Times Tax Relief

211. Phase-out of certain minimum tax
preferences relating to energy
production.

212. Depreciation adjustment not to
apply to oil and gas assets.

213. Repeal certain adjustments based
on adjusted current earnings
relating to oil and gas assets.

214. Enhanced oil recovery credit and
credit for producing fuel from a
nonconventional source allowed
against minimum tax.

Subtitle C—Oil-for-Food Program

Compensating Tax Benefits

220. Purpose.

221. Increase in percentage depletion for
stripper wells.

222. Net income limitation on percent-
age depletion repealed for oil
and gas properties.

223. Election to expense geological and
geophysical expenditures and
delay rental payments.

Sec. 224. Extension of Spudding rule.

TITLE II—FOREIGN OIL RELIANCE
REVERSAL PROVISIONS
Sec. 300. Purpose.
Sec. 301. Crude oil and natural gas explo-
ration and development credit.
TITLE IV—-NATIONAL EMERGENCY
PROVISIONS

Sec. 400. Purpose.

Sec. 401. Duties of the President.

Sec. 402. Congressional review.

Sec. 403. National security and oil produc-

tion actions.

TITLE I—DOMESTIC OIL AND GAS PRO-
DUCTION PRESERVATION PROVISIONS
SEC. 101. TAX CREDIT FOR MARGINAL DOMESTIC

OIL AND NATURAL GAS WELL PRO-

DUCTION.
(a) PURPOSE.—The purpose of this section
is to prevent the abandonment of marginal

Sec.

Sec.

Sec.

Sec.

Sec.
Sec.

Sec.

Sec.
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oil and gas wells responsible for half of the
domestic production of oil and gas in the
United States.

(b) CREDIT FOR PRODUCING OIL AND GAS
FROM MARGINAL WELLS.—Subpart D of part
1V of subchapter A of chapter 1 (relating to
business credits) is amended by adding at the
end the following new section:

“SEC. 45D. CREDIT FOR PRODUCING OIL AND GAS
FROM MARGINAL WELLS.

““‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the marginal well production credit
for any taxable year is an amount equal to
the product of—

““(1) the credit amount, and

““(2) the qualified crude oil production and
the qualified natural gas production which is
attributable to the taxpayer.

““(b) CREDIT AMOUNT.—For purposes of this
section—

““(1) IN GENERAL.—The credit amount is—

““(A) $3 per barrel of qualified crude oil pro-
duction, and

“(B) 50 cents per 1,000 cubic feet of quali-
fied natural gas production.

““(2) REDUCTION AS OIL AND GAS PRICES IN-
CREASE.—

“(A) IN GENERAL.—The $3 and 50 cents
amounts under paragraph (1) shall each be
reduced (but not below zero) by an amount
which bears the same ratio to such amount
(determined without regard to this para-
graph) as—

“(i) the excess (if any) of the applicable
reference price over $14 ($1.56 for qualified
natural gas production), bears to

““(ii) $3 ($0.33 for qualified natural gas pro-

duction).
The applicable reference price for a taxable
year is the reference price for the calendar
year preceding the calendar year in which
the taxable year begins.

““(B) INFLATION ADJUSTMENT.—INn the case
of any taxable year beginning in a calendar
year after 2000, each of the dollar amounts
contained in subparagraph (A) shall be in-
creased to an amount equal to such dollar
amount multiplied by the inflation adjust-
ment factor for such calendar year (deter-
mined under section 43(b)(3)(B) by substitut-
ing ‘1999’ for ‘1990%).

“(C) REFERENCE PRICE.—For purposes of
this paragraph, the term ‘reference price’
means, with respect to any calendar year—

“(i) in the case of qualified crude oil pro-
duction, the reference price determined
under section 29(d)(2)(C), and

“(if) in the case of qualified natural gas
production, the Secretary’s estimate of the
annual average wellhead price per 1,000 cubic
feet for all domestic natural gas.

““(c) QUALIFIED CRUDE OIL AND NATURAL

GAS PRODUCTION.—For purposes of this
section—
“(1) IN GENERAL.—The terms ‘qualified

crude oil production’ and ‘qualified natural
gas production’ mean domestic crude oil or
natural gas which is produced from a mar-
ginal well.

““(2) LIMITATION ON AMOUNT OF PRODUCTION
WHICH MAY QUALIFY.—

“(A) IN GENERAL.—Crude oil or natural gas
produced during any taxable year from any
well shall not be treated as qualified crude
oil production or qualified natural gas pro-
duction to the extent production from the
well during the taxable year exceeds 1,095
barrels or barrel equivalents.

“‘(B) PROPORTIONATE REDUCTIONS.—

“(i) SHORT TAXABLE YEARS.—In the case of
a short taxable year, the limitations under
this paragraph shall be proportionately re-
duced to reflect the ratio which the number
of days in such taxable year bears to 365.

“(if) WELLS NOT IN PRODUCTION ENTIRE
YEAR.—In the case of a well which is not ca-
pable of production during each day of a tax-
able year, the limitations under this para-
graph applicable to the well shall be propor-
tionately reduced to reflect the ratio which
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the number of days of production bears to
the total number of days in the taxable year.

“(3) DEFINITIONS.—

“(A) MARGINAL WELL.—The term ‘marginal
well” means a domestic well—

‘(i) the production from which during the
taxable year is treated as marginal produc-
tion under section 613A(c)(6), or

““(it) which, during the taxable year—

“(1) has average daily production of not
more than 25 barrel equivalents, and

“(I1) produces water at a rate not less than
95 percent of total well effluent.

“(B) CRUDE oOIL, ETC.—The terms ‘crude
oil’, ‘natural gas’, ‘domestic’, and ‘barrel’
have the meanings given such terms by sec-
tion 613A(e).

““(C) BARREL EQUIVALENT.—The term ‘bar-
rel equivalent’ means, with respect to natu-
ral gas, a conversion ratio of 6,000 cubic feet
of natural gas to 1 barrel of crude oil.

““(d) OTHER RULES.—

‘(1) PRODUCTION ATTRIBUTABLE TO THE TAX-
PAYER.—INn the case of a marginal well in
which there is more than one owner of oper-
ating interests in the well and the crude oil
or natural gas production exceeds the limita-
tion under subsection (c)(2), qualifying crude
oil production or qualifying natural gas pro-
duction attributable to the taxpayer shall be
determined on the basis of the ratio which
taxpayer’s revenue interest in the produc-
tion bears to the aggregate of the revenue in-
terests of all operating interest owners in
the production.

““(2) OPERATING INTEREST REQUIRED.—ANY
credit under this section may be claimed
only on production which is attributable to
the holder of an operating interest.

““(3) PRODUCTION FROM NONCONVENTIONAL
SOURCES EXCLUDED.—INn the case of produc-
tion from a marginal well which is eligible
for the credit allowed under section 29 for
the taxable year, no credit shall be allowable
under this section unless the taxpayer elects
not to claim the credit under section 29 with
respect to the well.”.

““(c) CREDIT TREATED AS BUSINESS CRED-
IT.—Section 38(b) is amended by striking
“plus’ at the end of paragraph (11), by strik-
ing the period at the end of paragraph (12)
and inserting “‘, plus”, and by adding at the
end the following new paragraph:

““(13) the marginal oil and gas well produc-
tion credit determined under section
45D(a).”".

(d) CREDIT ALLOWED AGAINST REGULAR AND
MINIMUM TAX.—

(1) IN GENERAL.—Subsection (c) of section
38 (relating to limitation based on amount of
tax) is amended by redesignating paragraph
(3) as paragraph (4) and by inserting after
paragraph (2) the following new paragraph:

““(3) SPECIAL RULES FOR MARGINAL OIL AND
GAS WELL PRODUCTION CREDIT.—

“(A) IN GENERAL.—IN the case of the mar-
ginal oil and gas well production credit—

‘(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and

(i)
credit—

“(1) subparagraphs (A) and (B) thereof shall
not apply, and

“(11) the limitation under paragraph (1) (as
modified by subclause (1)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the marginal oil
and gas well production credit).

““(B) MARGINAL OIL AND GAS WELL PRODUC-
TION CREDIT.—For purposes of this sub-
section, the term ‘marginal oil and gas well
production credit’ means the credit allow-
able under subsection (a) by reason of sec-
tion 45D(a).”’.

(2) CONFORMING AMENDMENT.—Subclause
(1) of section 38(c)(2)(A)(ii) is amended by in-
serting ‘‘or the marginal oil and gas well

in applying paragraph (1) to the
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production credit” after ‘““‘employment cred-
it

(e) CARRYBACK.—Subsection (a) of section
39 (relating to carryback and carryforward of
unused credits generally) is amended by add-
ing at the end the following new paragraph:

““(3) 10-YEAR CARRYBACK FOR MARGINAL OIL
AND GAS WELL PRODUCTION CREDIT.—In the
case of the marginal oil and gas well produc-
tion credit—

“(A) this section shall be applied sepa-
rately from the business credit (other than
the marginal oil and gas well production
credit),

““(B) paragraph (1) shall be applied by sub-
stituting ‘10 taxable years’ for ‘1 taxable
years’ in subparagraph (A) thereof, and

““(C) paragraph (2) shall be applied—

““(i) by substituting ‘31 taxable years’ for
‘21 taxable years’ in subparagraph (A) there-
of, and

““(if) by substituting ‘30 taxable years’ for
‘20 taxable years’ in subparagraph (B) there-
of.”

(f) COORDINATION WITH SECTION 29.—Sec-
tion 29(a) is amended by striking ‘“There”
and inserting ““At the election of the tax-
payer, there”.

(g) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following item:

“45D. Credit for producing oil and gas from
marginal wells.”

(h) EFFeCTIVE DATE.—The amendments
made by this section shall apply to produc-
tion after the date of the enactment of this
Act.

SEC. 102. EXCLUSION OF CERTAIN AMOUNTS RE-
CEIVED FROM RECOVERED INAC-
TIVE WELLS.

(a) PURPOSE.—The purpose of this section
is to encourage producers to reopen wells
that have not been producing oil and gas be-
cause the wells have been plugged or aban-
doned.

(b) IN GENERAL.—Part 11l of subchapter B
of chapter 1 (relating to items specifically
excluded from gross income) is amended by
redesignating section 139 as section 140 and
by inserting after section 138 the following
new section:

“SEC. 139. OIL OR GAS PRODUCED FROM A RE-
COVERED INACTIVE WELL.

““(@) IN GENERAL.—Gross income does not
include income attributable to independent
producer oil from a recovered inactive well.

‘“(b) DEFINITIONS.—For purposes of this
section—

‘(1) INDEPENDENT PRODUCER OIL.—The term
‘independent producer oil’ means crude oil or
natural gas in which the economic interest
of the independent producer is attributable
to an operating mineral interest (within the
meaning of section 614(d)), overriding roy-
alty interest, production payment, net prof-
its interest, or similar interest.

‘“(2) CRUDE OIL AND NATURAL GAS.—The
terms ‘crude oil’ and ‘natural gas’ have the
meanings given such terms by section
613A(e).

““(3) RECOVERED INACTIVE WELL.—The term
‘recovered inactive well’ means a well if—

“(A) throughout the time period beginning
any time prior to January 15, 1999, and end-
ing on such date, such well is inactive or has
been plugged and abandoned, as determined
by the agency of the State in which such
well is located that is responsible for regu-
lating such wells, and

““(B) during the 5-year period beginning on
the date of the enactment of this section,
such well resumes producing crude oil or
natural gas.

‘“(4) INDEPENDENT PRODUCER.—The term
‘independent producer’ means a producer of
crude oil or natural gas whose allowance for
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depletion is determined wunder section
613A(c).

‘“(c) DebpucTIONS.—No deductions directly
connected with amounts excluded from gross
income by subsection (a) shall be allowed.

““(d) ELECTION.—

““(1) IN GENERAL.—This section shall apply
for any taxable year only at the election of
the taxpayer.

“(2) MANNER.—Such election shall be
made, in accordance with regulations pre-
scribed by the Secretary, not later than the
time prescribed for filing the return (includ-
ing extensions thereof) and shall be made an-
nually on a property-by-property basis.”

(c) MINIMUM TAx.—Section 56(g)(4)(B) is
amended by adding at the end the following
new clause:

“(iil) INACTIVE WELLS.—In the case of in-
come attributable to independent producers
of oil recovered from an inactive well, clause
(i) shall not apply to any amount allowable
as an exclusion under section 139.”

(d) CLERICAL AMENDMENT.—The table of
sections for part 11l of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 139 and inserting the follow-
ing:

““‘Sec. 139. Oil or gas produced from a recov-
ered inactive well.
“‘Sec. 140. Cross references to other Acts.;;

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after the date of the enactment
of this Act.

SEC. 103. ENHANCED OIL RECOVERY CREDIT EX-
TENDED TO CERTAIN NONTERTIARY
RECOVERY METHODS.

(A) PURPOSE.—The propose of section is to
extend the productive lives of existing do-
mestic oil and gas wells in order to recover
the 75 percent of the oil and gas that is not
recoverable using primary oil and gas recov-
ery techniques.

(b) IN GENERAL.—Clause (i) of section
43(c)(2)(A) (defining qualified enhanced oil
recovery project) is amended to read as fol-
lows:

“(i) which involves the application (in ac-
cordance with sound engineering principles)
of:

“(1) one or more tertiary recovery methods
(as defined in section 193(b)(3)) which can
reasonably be expected to result in more
than an insignificant increase in the amount
of crude oil which will ultimately be recov-
ered, or

“(11) one or more qualified nontertiary re-
covery methods which are required to re-
cover oil with traditionally immobile char-
acteristics or from formations which have
proven to be uneconomical or noncommer-
cial under conventional recovery methods,”’

(c) QUALIFIED NONTERTIARY RECOVERY
METHODS.—Section 43(c)(2) is amended by
adding at the end the following new subpara-
graphs:

“(C) QUALIFIED NONTERTIARY RECOVERY
METHOD.—For purposes of this paragraph—

“(i) IN GENERAL.—The term ‘qualified non-
tertiary recovery method’ means any recov-
ery method described in clause (ii), (iii), or
(iv), or any combination there of.

“(ii) ENHANCED GRAVITY DRAINAGE (EGD)
METHODS.—The methods described in this
clause are as follows:

“(1) HORIZONTAL DRILLING.—The drilling of
horizontal, rather than vertical, wells to
penetrate any hydrocarbon-bearing forma-
tion which has an average in situ calculated
permeability to fluid flow of less than or
equal to 12 or less millidarcies and which has
been demonstrated by use of a vertical
wellbore to be uneconomical unless drilled
with lateral horizontal lengths in excess of
1,000 feet.
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“(I1) GRAVITY DRAINAGE.—The production
of oil by gravity flow from drainholes that
are drilled from a shaft or tunnel dug within
or below the oil-bearing zone.

“(iif) MARGINALLY ECONOMIC RESERVOIR RE-
PRESSURIZATION (MERR) METHODS.—The meth-
ods described in this clause are as follows,
except that this clause shall only apply to
the first 1,000,000 barrels produced in any
project:

“(I) CycLIC GAS INJECTION.—The increase or
maintenance of pressure by injection of hy-
drocarbon gas into the reservoir from which
it was originally produced.

“(I) FLOODING.—The injection of water
into an oil reservoir to displace oil from the
reservoir rock and into the bore of a produc-
ing well.

““(iv) OTHER METHODS.—AnNy method used to
recover oil having an average laboratory
measured air permeability less than or equal
to 100 millidarcies when averaged over the
productive interval being completed, or an in
situ calculated permeability to fluid flow
less than or equal to 12 millidarcies or oil de-
fined by the Department of Energy as being
immobile.

““(D) AUTHORITY TO ADD OTHER NONTERTIARY
RECOVERY METHODS.—The Secretary shall
provide procedures under which—

“(i) the Secretary may treat methods not
described in clause (ii), (iii), or (iv) of sub-
paragraph (C) as qualified nontertiary recov-
ery methods, and

“(ii) a taxpayer may request the Secretary
to treat any method not so described as a
qualified nontertiary recovery method.

The Secretary may only specify methods as
qualified nontertiary recovery methods
under this subparagraph if the Secretary de-
termines that such specification is consist-
ent with the purposes of subparagraph (C)
and will result in greater production of oil
and natural gas.”

(d) CONFORMING AMENDMENT.—Clause (iii)
of section 43(c)(2)(A) is amended to read as
follows:

““(iii) with respect to which—

“(1) in the case of a tertiary recovery
method, the first injection of liquids, gases,
or other matter commences after December
31, 1990, and

“(I11) in the case of a qualified nontertiary
recovery method, the implementation of the
method begins after December 31, 1998.”"

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 1998.

TITLE II—DOMESTIC OIL AND GAS
INDUSTRY CRISIS TAX RELIEF
SEC. 200. PURPOSE.

The purpose of this title is to transform
earned tax credits and other accumulated
tax benefits into working capital for the
cash-strapped domestic oil and gas producers
and service companies.

Subtitle A—Credits to Cash Provisions
SEC. 201. 10-YEAR CARRYBACK FOR UNUSED MIN-
IMUM TAX CREDIT.

(a) IN GENERAL.—Section 53(c) of the Inter-
nal Revenue Code of 1986 (relating to limita-
tion) is amended by adding at the end the
following new paragraph:

““(2) SPECIAL RULE FOR TAXPAYERS WITH UN-
USED ENERGY MINIMUM TAX CREDITS.—

“(A) IN GENERAL.—If, during the 10-taxable
year period ending with the current taxable
year, a taxpayer has an unused energy mini-
mum tax credit for any taxable year in such
period (determined without regard to the ap-
plication of this paragraph to the current
taxable year)—

““(i) paragraph (1) shall not apply to each of
the taxable years in such period for which
the taxpayer has an unused energy minimum
tax credit (as so determined), and
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““(ii) the credit allowable under subsection
(a) for each of such taxable years shall be
equal to the excess (if any) of—

“(I1) the sum of the regular tax liability
and the net minimum tax for such taxable
year, over

“(11) the sum of the credits allowable under
subparts A, B, D, E, and F of this part.

‘“(B) ENERGY MINIMUM TAX CREDIT.—For
purposes of this paragraph, the term ‘energy
minimum tax credit’ means the minimum
tax credit which would be computed with re-
spect to any taxable year if the adjusted net
minimum tax were computed by only taking
into account items attributable to—

‘(i) the taxpayer’s mineral interests in oil
and gas property, and

‘“(if) the taxpayer’s active conduct of a
trade or business of providing tools, prod-
ucts, personnel, and technical solutions on a
contractural basis to persons engaged in oil
and gas exploration and production.”

(b) CONFORMING AMENDMENTS.—Section
53(c) of such Code (as in effect before the
amendment made by subsection (a)) is
amended—

(1) by striking “The’’ and inserting:

““(1) IN GENERAL.—Except as provided in
paragraph (2), the ’, and

(2) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B).

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998, and
to any taxable year beginning on or before
such date to the extent necessary to apply
section 53(c)(2) of the Internal Revenue Code
of 1986 (as added by subsection (a)).

SEC. 202. 10-YEAR CARRYBACK FOR PERCENTAGE
DEPLETION FOR OIL AND GAS PROP-
ERTY.

(&) IN GENERAL.—Subsection (d)(1) of sec-
tion 613A (relating to limitations on percent-
age depletion in case of oil and gas wells) is
amended to read as follows:

“(1) LIMITATION BASED ON TAXABLE
COME.—

“(A) IN GENERAL.—The deduction for the
taxable year attributable to the application
of subsection (c) shall not exceed the tax-
payer’s taxable income for the year com-
puted without regard to—

‘(i) any depletion on production from an
oil or gas property which is subject to the
provisions of subsection (c),

‘(i) any net operating loss carryback to
the taxable year under section 172,

““(iii) any capital loss carryback to the tax-
able year under section 1212, and

“(iv) in the case of a trust, any distribu-
tions to its beneficiary, except in the case of
any trust where any beneficiary of such trust
is a member of the family (as defined in sec-
tion 267(c)(4)) of a settlor who created inter
vivos and testamentary trusts for members
of the family and such settlor died within
the last six days of the fifth month in 1970,
and the law in the jurisdiction in which such
trust was created requires all or a portion of
the gross or net proceeds of any royalty or
other interest in oil, gas, or other mineral
representing any percentage depletion allow-
ance to be allocated to the principal of the
trust.

““(B) CARRYBACKS AND CARRYFORWARDS.—

“(i) IN GENERAL.—If any amount is dis-
allowed as a deduction for the taxable year
(in this subparagraph referred to as the ‘un-
used depletion year’) by reason of applica-
tion of subparagraph (A), the disallowed
amount shall be treated as an amount allow-
able as a deduction under subsection (c) for—

“(1) each of the 10 taxable years preceding
the unused depletion year, and

“(I1) the taxable year following the unused
depletion year,
subject to the application of subparagraph
(A) to such taxable year.
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“(ii) APPLICABLE RULES.—Rules similar to
the rules of section 39 shall apply for pur-
poses of this subparagraph.

“(©) ALLOCATION OF DISALLOWED
AMOUNTS.—For purposes of basis adjustments
and determining whether cost depletion ex-
ceeds percentage depletion with respect to
the production from a property, any amount
disallowed as a deduction on the application
of this paragraph shall be allocated to the re-
spective properties from which the oil or gas
was produced in proportion to the percentage
depletion otherwise allowable to such prop-
erties under subsection (c).”’

“(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1998, and
to any taxable year beginning on or before
such date to the extent necessary to apply
section 613A(d)(1)(B) of the Internal Revenue
Code of 1986 (as added by subsection (a)).

SEC. 203. 10-YEAR NET OPERATING LOSS
CARRYBACK FOR LOSSES ATTRIB-
UTABLE TO OIL SERVICING COMPA-
NIES AND MINERAL INTERESTS OF
OIL AND GAS PRODUCERS.

“(a) IN GENERAL.—Paragraph (1) of section
172(b) (relating to years to which loss may be
carried) is amended by adding at the end the
following new subparagraph:

““(H) LOSSES ON OPERATING MINERAL INTER-
ESTS OF OIL AND GAS PRODUCERS AND OILFIELD
SERVICING COMPANIES.—In the case of a tax-
payer which has an eligible oil and gas loss
(as defined in subsection (j)) for a taxable
year, such eligible oil and gas loss shall be a
net operating loss carryback to each of the
10 taxable years preceding the taxable year
of such loss.”

(b) ELIGIBLE OIL AND GAS Loss.—Section
172 is amended by redesignating subsection
(J) as subsection (k) and by inserting after
subsection (i) the following new subsection:

“(j) ELIGIBLE OIL AND GAS Loss.—For pur-
poses of this section—

“(1) IN GENERAL.—The term ‘eligible oil
and gas loss’ means the lesser of—

“(A) the amount which would be the net
operating loss for the taxable year if only in-
come and deductions attributable to—

“(i) mineral interests in oil and gas wells,
and

““(ii) the active conduct of a trade or busi-
ness of providing tools, products, personnel,
and technical solutions on a contractual
basis to persons engaged in oil and gas explo-
ration and production,
are taken into account, and

“(B) the amount of the net operating loss
for such taxable year.

““(2) COORDINATION WITH SUBSECTION (b)(2).—
For purposes of applying subsection (b)(2), an
eligible oil and gas loss for any taxable year
shall be treated in a manner similar to the
manner in which a specified liability loss is
treated.

““(3) ELECTION.—AnNYy taxpayer entitled to a
10-year carryback under subsection (b)(1)(H)
from any loss year may elect to have the
carryback period with respect to such loss
year determined without regard to sub-
section (b)(1)(H). Such election shall be made
in such manner as may be prescribed by the
Secretary and shall be made by the due date
(including extensions of time) for filing the
taxpayer’s return for the taxable year of the
net operating loss. Such election, once made
for any taxable year, shall be irrevocable for
such taxable year.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to net oper-
ating losses for taxable years beginning after
December 31, 1998, and to any taxable year
beginning on or before such date to the ex-
tent necessary to apply section 172(b)(1)(H) of
the Internal Revenue Code of 1986 (as added
by subsection (a)).

SEC. 204. WAIVER OF LIMITATIONS.

If refund or credit of any overpayment of

tax resulting from the application of the
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amendments made by this subtitle is pre-

vented at any time before the close of the 1-

year period beginning on the date of the en-

actment of this Act by the operation of any

law or rule of law (including res judicata),

such refund or credit may nevertheless be

made or allowed if claim therefor is filed be-

fore the close of such period.

Subtitle B—Hard Times Tax Relief

SEC. 211. PHASE-OUT OF CERTAIN MINIMUM TAX
PREFERENCES RELATING TO EN-
ERGY PRODUCTION.

(@) ENERGY PREFERENCES FOR INTEGRATED
OIL COMPANIES.—Section 56 (relating to al-
ternative minimum taxable income) is
amended by adding at the end the following
new subsection:

““(h) ADJUSTMENT BASED ON ENERGY PREF-
ERENCE.—

““(1) IN GENERAL.—INn computing the alter-
native minimum taxable income of any tax-
payer which is an integrated oil company (as
defined in section 291(b)(4)) for any taxable
year beginning after 1998, there shall be al-
lowed as a deduction an amount equal to the
alternative tax energy preference deduction.

““(2) PHASE-OUT OF DEDUCTION AS OIL PRICES
INCREASES.—The amount of the deduction
under paragraph (1) (determined without re-
gard to this paragraph) shall be reduced (but
not below zero) by the amount which bears
the same ratio to such amount as—

“(A) the amount by which the reference
price for the calendar year preceding the cal-
endar year in which the taxable year begins
exceeds $14, bears to

“(B) $3.

For purposes of this paragraph, the reference
price for any calendar year shall be deter-
mined under section 29(d)(2)(C) and the $14
amount under subparagraph (A) shall be ad-
justed at the same time and in the same
manner as under section 43(b)(3).

““(3) ALTERNATIVE TAX ENERGY PREFERENCE
DEDUCTION.—For purposes of paragraph (1),
the term ‘alternative tax energy preference
deduction’” means an amount equal to the
sum of—

“(A) the
erence, and

““(B) the depletion preference.

““(4) INTANGIBLE DRILLING COST PREF-
ERENCE.—For purposes of this subsection, the
term ‘intangible drilling cost preference’
means the amount by which alternative min-
imum taxable income would be reduced if it
were computed without regard to section
57(a)(2).

““(5) DEPLETION PREFERENCE.—FOr purposes
of this subsection, the term ‘depletion pref-
erence’ means the amount by which alter-
native minimum taxable income would be re-
duced if it were computed without regard to
section 57(a)(1).

““(6) ALTERNATIVE MINIMUM TAXABLE IN-
COME.—For purposes of paragraphs (1), (4),
and (5), alternative minimum taxable income
shall be determined without regard to the
deduction allowable under this subsection
and the alternative tax net operating loss de-
duction under subsection (a)(4).

“(7) REGULATIONS.—The Secretary may by
regulation provide for appropriate adjust-
ments in computing alternative minimum
taxable income or adjusted current earnings
for any taxable year following a taxable year
for which a deduction was allowed under this
subsection to ensure that no double benefit
is allowed by reason of such deduction.”

(b) REPEAL OF LIMIT ON REDUCTION FOR
INDEPENDENT PRODUCERS.—Subparagraphs
(E) of section 57(a)(2) (relating to exception
for independent producers) is amended to
read as follows:

““(E) EXCEPTION FOR INDEPENDENT PRODUC-
ERS.—In the case of any oil or gas well, this
paragraph shall not apply to any taxpayer

intangible drilling cost pref-
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which is not an integrated oil company (as
defined in section 291(b)(4)).””

(c) EFFeCTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after, and amounts paid or
incurred in taxable years after, December 31,
1998.

SEC. 212. DEPRECIATION ADJUSTMENT NOT TO
APPLY TO OIL AND GAS ASSETS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 56(a)(1) (relating to depreciation adjust-
ments) is amended to read as follows:

“(B) EXCEPTIONS.—This paragraph shall
not apply to—

‘(i) property described in paragraph (1), (2),
(3), or (4) of section 168(f), or

““(ii) property used in the active conduct of
the trade or business of exploring for, ex-
tracting, developing, or gathering crude oil
or natural gas.”

(b) CONFORMING AMENDMENT.—Paragraph
(4)(A) of section 56(g) (relating to adjust-
ments based on adjusted current earnings) is
amended by adding at the end the following
new clause:

““(vi) OIL AND GAS PROPERTY.—In the case of
property used in the active conduct of the
trade or business of exploring for, extracting,
developing, or gathering crude oil or natural
gas, the amount allowable as depreciation or
amortization with respect to such property
shall be determined in the same manner as
for purposes of computing the regular tax.”

(¢) EFFecTIVE DATE.—The amendment
made by this section shall apply to property
placed in service in taxable years beginning
after December 31, 1998.

SEC. 213. REPEAL CERTAIN ADJUSTMENTS
BASED ON ADJUSTED CURRENT
EARNINGS RELATING TO OIL AND
GAS ASSETS.

(a) DEPRECIATION.—Clause (vi) of section
56(g)(4)(A), as added by section 212(b), is
amended to read as follows:

“(vi) OIL AND GAS PROPERTY.—This sub-
paragraph shall not apply to property used
in the active conduct of the trade or business
of exploring for, extracting, developing, or
gathering crude oil or natural gas.”

(b) INTANGIBLE DRILLING CosTs.—Clause (i)
of section 56(g)(4)(D) is amended by striking
the second sentence and inserting ““In the
case of any oil or gas well, this clause shall
not apply in the case of amounts paid or in-
curred in taxable years beginning after De-
cember 31, 1998."".

(c) DePLETION.—Clause (ii) of section
56(g)(4)(F) is amended to read as follows:

““(if) EXCEPTION FOR OIL AND GAS WELLS.—In
the case of any taxable year beginning after
December 31, 1998, clause (i) (and subpara-
graph (C)(i)) shall not apply to any deduction
for depletion computed in accordance with
section 613A.”

(d) EFFecTiVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 214. ENHANCED OIL RECOVERY CREDIT AND
CREDIT FOR PRODUCING FUEL
FROM A NONCONVENTIONAL
SOURCE ALLOWED AGAINST MINI-
MUM TAX.

(&) ENHANCED OIL RECOVERY CREDIT AL-
LOWED AGAINST REGULAR AND MINIMUM
TAX.—

(1) ALLOWING CREDIT AGAINST MINIMUM
TAX.—Subsection (c) of section 38 (relating to
limitation based on amount of tax), as
amended by section 101(d), is amended by re-
designating paragraph (4) as paragraph (5)
and by inserting after paragraph (3) the fol-
lowing new paragraph:

‘“(4) SPECIAL RULES FOR ENHANCED OIL RE-
COVERY CREDIT.—

“(A) IN GENERAL.—INn the case of the en-
hanced oil recovery credit—

(i) this section and section 39 shall be ap-
plied separately with respect to the credit,
and
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“(ii) in applying paragraph (1) to the
credit—

“(1) subparagraphs (A) and (B) thereof shall
not apply, and

“(11) the limitation under paragraph (1) (as
modified by subclause (1)) shall be reduced
by the credit allowed under subsection (a) for
the taxable year (other than the enhanced
oil recovery credit).

““(B) ENHANCED OIL RECOVERY CREDIT.—For
purposes of this subsection, the term ‘en-
hanced oil recovery credit’ means the credit
allowable under subsection (a) by reason of
section 43(a).”.

(2) CONFORMING AMENDMENTS.—

(A) Subclause (I1) of section 38(c)(2)(A)(ii),
as amended by section 101(d), is amended by
striking ‘“‘or the marginal oil and gas well
production credit” and inserting ‘‘, the mar-
ginal oil and gas well production credit, or
the enhanced oil recovery credit’.

(B) Subclause (1) of section 38(c)(3)(A)(ii),
as added by section 101(d), is amended by in-
serting ‘“‘or the enhanced oil recovery credit”’
after ‘‘recovery credit’’.

(b) CREDIT FOR PRODUCING FUEL FROM A
NON-CONVENTIONAL SOURCE.—

(1) ALLOWING CREDIT AGAINST MINIMUM
TAX.—Section 29(b)(6) is amended to read as
follows:

““(6) APPLICATION WITH OTHER CREDITS.—The
credit allowed by subsection (a) for any tax-
able year shall not exceed—

“(A) the regular tax for the taxable year
and the tax imposed by section 55, reduced
by

““(B) the sum of the credits allowable under
subpart A and section 27.””

(2) CONFORMING AMENDMENTS.—

(A) Section 53(d)(1)(B)(iii) is amended by
inserting “‘as in effect on the date of the en-
actment of the Domestic Oil and Gas Crisis
Tax Reliance Reversal Act of 1999, after
“29(b)(6)(B)."".

(B) Section 55(c)(2) is amended by striking
“29(b)(6),”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

Subtitle C—Oil-for-Food Program
Compensating Tax Benefits
SEC. 220. PURPOSE.

The purpose of this subtitle is to provide
compensation to the domestic oil and gas in-
dustry in the form of tax benefits to offset
the depressing impact that the Oil-for-Food
Program is having on the world market.

SEC. 221. INCREASE IN PERCENTAGE DEPLETION
FOR STRIPPER WELLS.

(@) IN GENERAL.—Subparagraph (C) of sec-
tion 613A(c)(6) (relating to oil and natural
gas produced from marginal properties) is
amended—

(1) by striking ““25 percent” and inserting
““27.5 percent’ in the matter preceding clause
(i); and

(2) by striking ““$20"" and inserting ““$28’ in
clause (ii).

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 222. NET INCOME LIMITATION ON PERCENT-
AGE DEPLETION REPEALED FOR OIL
AND GAS PROPERTIES.

(a) IN GENERAL.—Section 613(a) (relating to
percentage depletion) is amended by striking
the second sentence and inserting: ‘““Except
in the case of oil and gas properties, such al-
lowance shall not exceed 50 percent of the
taxpayer’s taxable income from the property
(computed without allowances for deple-
tion).”

(b) CONFORMING AMENDMENTS.—

(1) Section 613A(c)(7) (relating to special
rules) is amended by striking subparagraph
(C) and redesignating subparagraph (D) as
subparagraph (C).
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(2) Section 613A(c)(6) (relating to oil and
natural gas produced from marginal prop-
erties) is amended by striking subparagraph
(H).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.

SEC. 223. ELECTION TO EXPENSE GEOLOGICAL
AND GEOPHYSICAL EXPENDITURES
AND DELAY RENTAL PAYMENTS.

(a) PURPOSE.—The purpose of this section
is to recognize that geological and geo-
physical expenditures and delay rentals are
ordinary and necessary business expenses
that should be deducted in the year the ex-
pense is incurred.

(b) ELECTION TO EXPENSE GEOLOGICAL AND
GEOPHYSICAL EXPENDITURES.—

(1) IN GENERAL.—Section 263 (relating to
capital expenditures) is amended by adding
at the end the following new subsection:

““(J) GEOLOGICAL AND GEOPHYSICAL EXPEND-
ITURES FOR DOMESTIC OIL AND GAS WELLS.—
Notwithstanding subsection (a), a taxpayer
may elect to treat geological and geo-
physical expenses incurred in connection
with the exploration for, or development of,
oil or gas within the United States (as de-
fined in section 638) as expenses which are
not chargeable to capital account. Any ex-
penses so treated shall be allowed as a deduc-
tion in the taxable year in which paid or in-
curred.”

) CONFORMING AMENDMENT.—Section
263A(c)(3) is amended by inserting by insert-
ing ““263(j),”” after ““263(i),”.

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—The amendments made
by this subsection shall apply to expenses
paid or incurred after the date of the enact-
ment of this Act.

(B) TRANSITION RULE.—In the case of any
expenses described in section 263(j) of the In-
ternal Revenue Code of 1986, as added by this
subsection, which were paid or incurred on
or before the date of the enactment of this
Act, the taxpayer may elect, at such time
and in such manner as the Secretary of the
Treasury may prescribe, to amortize the
unamortized portion of such expenses over
the 36-month period beginning with the
month in which the date of the enactment of
this Act occurs. For purposes of this sub-
paragraph, the unamortized portion of any
expense is the amount remaining
unamortized as of the first day of the 36-
month period.

(c) ELECTION TO EXPENSE DELAY RENTAL
PAYMENTS.—

(1) IN GENERAL.—Section 263 (relating to
capital expenditures), as amended by sub-
section (b)(1), is amended by adding at the
end the following new subsection:

“‘(k) DELAY RENTAL PAYMENTS FOR DOMES-
TiCc OIL AND GAS WELLS.—

“(1) IN GENERAL.—Notwithstanding sub-
section (a), a taxpayer may elect to treat
delay rental payments incurred in connec-
tion with the development of oil or gas with-
in the United States (as defined in section
638) as payments which are not chargeable to
capital account. Any payments so treated
shall be allowed as a deduction in the tax-
able year in which paid or incurred.

‘“(2) DELAY RENTAL PAYMENTS.—For pur-
poses of paragraph (1), the term ‘delay rental
payment’ means an amount paid for the
privilege of deferring development of an oil
or gas well.”

(3] CONFORMING AMENDMENT.—Section
263A(c)(3), as amended by subsection (b)(2), is
amended by inserting *263(k),” after
<263(3j),".

(3) EFFECTIVE DATE.—

(A) IN GENERAL.—The amendments made
by this subsection shall apply to payments
made or incurred after the date of the enact-
ment of this Act.
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(B) TRANSITION RULE.—In the case of any
payments described in section 263(k) of the
Internal Revenue Code of 1986, as added by
this subsection, which were made or incurred
on or before the date of the enactment of
this Act, the taxpayer may elect, at such
time and in such manner as the Secretary of
the Treasury may prescribe, to amortize the
unamortized portion of such payments over
the 36-month period beginning with the
month in which the date of the enactment of
this Act occurs. For purposes of this sub-
paragraph, the unamortized portion of any
payment is the amount remaining
unamortized as of the first day of the 36-
month period.

SEC. 224. EXTENSION OF SPUDDING RULE.

(a) IN GENERAL.—Section 461(i)(2)(A) (relat-
ing to special rule for spudding of oil or gas
wells) is amended by striking ““90th day’’ and
inserting ‘“180th day”’.

(b) EFFECTIVE DATE—The amendment made
by this section shall apply to taxable years
beginning after December 31, 1998.

TITLE 11I—FOREIGN OIL RELIANCE
REVERSAL PROVISIONS
SEC. 300. PURPOSE.

The purpose of this title is to reverse the
trend of increased foreign dependence of oil
and gas by encouraging exploration and de-
velopment of oil and gas reserves in the
United States to achieve the goal of doubling
current domestic oil and gas production.
“SEC. 301. CRUDE OIL AND NATURAL GAS EXPLO-

RATION AND DEVELOPMENT CRED-
IT.

(a) CRUDE OIL AND NATURAL GAS EXPLO-
RATION AND DEVELOPMENT CREDIT.—Subpart
B of part IV of subchapter A of chapter 1 is
amended by adding at the end the following
new section:

“SEC. 30B. CRUDE OIL AND NATURAL GAS EXPLO-
RATION AND DEVELOPMENT CRED-
IT.

‘““(a@) GENERAL RULE.—The crude oil and
natural gas exploration and development
credit determined under this section for any
applicable taxable year shall be an amount
equal to the sum of—

‘(1) 20 percent of so much of the taxpayer’s
qualified investment for the taxable year as
does not exceed $1,000,000, plus

““(2) 10 percent of so much of such qualified
investment for the taxable year as exceeds
$1,000,000.

““(b) APPLICALE TAXABLE YEAR.—For pur-
poses of subsection (a)—

““(1) IN GENERAL.—The term ‘applicable
taxable year’ means any taxable year begin-
ning in a calendar year during which the im-
ports of foreign crude and oil product are de-
termined by the Secretary of Energy to ex-
ceed 50 percent of the amount of United
States crude and oil product consumption for
such year.

‘“(2) DETERMINATION.—A determination
under paragraph (1) shall be made not later
than March 1 of each year with respect to
the preceding calendar year.

““(c) QUALIFIED INVESTMENT.—FOr purposes
of this section, the term ‘qualified invest-
ment’ means amounts paid or incurred by a
taxpayer—

‘(1) for the purpose of ascertaining the ex-
istence, location, extent, or quality of any
crude oil or natural gas deposit, including
core testing and drilling test wells located in
the United States or in a possession of the
United States as defined in section 638, or

““(2) for the purpose of developing a prop-
erty (located in the United States or in a
possession of the United States as defined in
section 638) on which there is a reservoir ca-
pable of commercial production and such
amounts are paid or incurred in connection
with activities which are intended to result
in the recovery of crude oil or natural gas on
such property.
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“(d) LIMITATION BASED ON AMOUNT OF
TAX.—

‘(1) LIABILITY FOR TAX.—The credit allow-
able under subsection (a) for any taxable
year shall not exceed the excess (if any) of—

“(A) the sum of—

“(i) the taxpayer’s tentative minimum tax
liability under section 55(b) for such taxable
year determined without regard to this sec-
tion, plus

““(ii) the taxpayer’s regular tax liability for
such taxable year (as defined in section
26(b)), over

“(B) the sum of the credits allowable
against the taxpayer’s regular tax liability
under part IV (other than section 43 of this
section).

““(2) APPLICATION OF THE CREDIT.—Each of
the following amounts shall be reduced by
the full amount of the credit determined
under paragraph (1):

“(A) the taxpayer’s tentative minimum tax
under section 55(b) for the taxable year, and

““(B) the taxpayer’s regular tax liability (as

defined in section 26(b)) reduced by the sum
of the credits allowable under part IV (other
than section 43 of this section).
If the amount of the credit determined under
paragraph (1) exceeds the amount described
in subparagraph (B) of paragraph (2), then
the excess shall be deemed to be the adjusted
net minimum tax for such taxable year for
purposes of section 53.

““(3) CARRYBACK AND CARRYFORWARD OF UN-
USED CREDIT.—

“(A) IN GENERAL.—If the amount of the
credit allowed under subsection (a) for any
taxable year exceeds the limitation under
paragraph (1) for such taxable year (here-
after in this paragraph referred to as the ‘un-
used credit year’), such excess shall be—

‘(i) an oil and gas exploration and develop-
ment credit carryback to each of the 3 tax-
able years preceding the unused credit year,
and

“(ii) an oil and gas exploration and devel-
opment credit carryforward to each of the 15
taxable years following the unused credit
year,
and shall be added to the amount allowable
as a credit under subsection (a) for such
years, except that no portion of the unused
oil and gas exploration and development
credit for any taxable year may be carried to
a taxable year ending before the date of the
enactment of this section.

“(B) LIMITATIONS.—The amount of the un-
used credit which may be taken into account
under subparagraph (A) for any succeeding
taxable year shall not exceed the amount by
which the limitation provided by paragraph
(1) for such taxable year exceeds the sum of—

“(i) the credit allowable under subsection
(a) for such taxable year, and

‘(i) the amounts which, by reason of this
paragraph, are added to the amount allow-
able for such taxable year and which are at-
tributable to taxable years preceding the un-
used credit year.

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

““(1) AGGREGATION OF QUALIFIED
MENT EXPENSES.—

““(A) CONTROLLED GROUPS; COMMON CON-
TROL.—In determining the amount of the
credit under this section, all members of the
same controlled group of corporations (with-
in the meaning of section 52(a)) and all per-
sons under common control (within the
meaning of section 52(b)) shall be treated as
a single taxpayer for purposes of this sec-
tion.

““(B) APPORTIONMENT OF CREDIT.—The cred-
it (if any) allowable by this section to mem-
bers of any group (or to any person) de-
scribed in subparagraph (A) shall be such
member’s or person’s proportionate share of
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the qualified investment expenses giving rise
to the credit determined under regulations
prescribed by the Secretary.

““(2) PARTNERSHIPS, S CORPORATIONS, ES-
TATES AND TRUSTS.—

““(A) PARTNERSHIPS AND S CORPORATIONS.—
In the case of a partnership, the credit shall
be allocated among partners under regula-
tions prescribed by the Secretary. A similar
rule shall apply in the case of an S corpora-
tion and its shareholders.

““(B) PASS-THRU IN THE CASE OF ESTATES
AND TRUSTS.—Under regulations prescribed
by the Secretary, rules similar to the rules
of subsection (d) of section 52 shall apply.

““(83) ADJUSTMENTS FOR CERTAIN ACQUISI-
TIONS AND DISPOSITIONS.—Under regulations
prescribed by the Secretary, rules similar to
the rules contained in section 41(f)(3) shall
apply with respect to the acquisition or dis-
position of a taxpayer.

““(4) SHORT TAXABLE YEARS.—In the case of
any short taxable year, qualified investment
expenses shall be annualized in such cir-
cumstances and under such methods as the
Secretary may prescribe by regulation.

““(5) DENIAL OF DOUBLE BENEFIT.—

“(A) DISALLOWANCE OF DEDUCTION.—ANy
deduction allowable under this chapter for
any costs taken into account in computing
the amount of the credit determined under
subsection (a) shall be reduced by the
amount of such credit attributable to such
costs.

““(B) BAsIS ADJUSTMENTS.—For purposes of
this subtitle, if a credit is determined under
this section for any expenditure with respect
to any property, the increase in the basis of
such property which would (but for this sub-
section) result from such expenditures shall
be reduced by the amount of the credit so al-
lowed.”

(b) CLERICAL AMENDMENT.—The table of
sections for subpart B of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end thereof the following new item:

““Sec. 30B. Crude oil and natural gas explo-
ration and development cred-
it.”

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid or incurred in taxable years beginning
after December 31, 1998.

TITLE IV—-NATIONAL SECURITY
EMERGENCY PROVISIONS
SEC. 400. PURPOSE.

The purpose of this title is to recognize
that a national security threat exists when
foreign crude oil, oil product, and natural
gas imports exceed 60 percent of United
States oil and gas consumption and to create
an emergency procedure to address that
threat.

SEC. 401. DUTIES OF THE PRESIDENT.

(a) ESTABLISHMENT OF CEILING.—The Presi-
dent shall establish a National Security En-
ergy Independence Ceiling (Referred to in
this title as the ““ceiling level’”) which shall
represent a ceiling level beyond which for-
eign crude oil, oil product, and natural gas
imports as a share of United States crude
and oil product consumption shall not rise.

(b) LEVEL OF CEILING.—The ceiling level es-
tablished under subsection (a) shall not ex-
ceed 60 percent of United States crude oil, oil
product, and natural gas consumption for
any annual period.

(c) REPORT.—

(1) CONTENTS.—

(A) IN GENERAL.—The President shall pre-
pare and submit an annual report to Con-
gress containing a national security projec-
tion for energy independence (in this title re-
ferred to as the ‘‘projection’), which shall
contain a forecast of domestic oil and liquid
natural gas (commonly known as ““NGL”’) de-
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mand and production, and imports of crude

oil, oil product, and natural gas, for the sub-

sequent 3 years.

(B) REQUIRED ADJUSTMENTS.—The projec-
tion shall contain appropriate adjustments
for expected price and production changes.

(2) PRESENTATION.—The projection pre-
pared under paragraph (1) shall be presented
to Congress with the Budget.

(3) CERTIFICATION.—The President shall
certify in the report whether foreign crude
oil, oil product, and natural gas imports will
exceed the ceiling level for any year during
the 3 years succeeding the date of the report.
SEC. 402. CONGRESSIONAL REVIEW.

(a) REviIEw.—Congress shall have 10 contin-
uous session days after submission of each
projection under section 401 to review the
projection and make a determination wheth-
er the ceiling level will be violated within 3
years.

(b) CERTIFICATION BINDING.—Unless dis-
approved or modified by joint resolution, the
Presidential certification shall be binding 10
session days after submitted to Congress.
SEC. 403. NATIONAL SECURITY AND OIL AND GAS

PRODUCTION ACTIONS.

(&) NATIONAL SECURITY AND OIL AND GAS
PRODUCTION PoLICY.—

(1) SusmissioN.—Upon certification under
section 401(c)(3) that the ceiling level will be
exceeded, the President shall, within 90 days,
submit a National Security and Oil and Gas
Production Policy (in this section referred to
as the ‘“‘policy’”) to Congress. The policy
shall prevent crude oil, oil product, and nat-
ural gas imports from exceeding the ceiling
level.

(2) APPROVAL.—Unless disapproved or
modified by joint resolution, the policy shall
be effective 90 session days after submitted
to Congress.

(b) CONTENTS OF PoLlicy.—The National Se-
curity and Oil Production Policy may
include—

(1) energy conservation actions, including
improved fuel efficiency for automobiles;

(2) expansion of the Strategic Petroleum
Reserves to maintain a larger cushion
against projected oil import blockages;

(3) additional production incentives for do-
mestic oil and gas, including tax and other
incentives for stripper well production, off-
shore, frontier, and other oil produced with
tertiary recovery techniques;

(4) regulatory burden relief; and

(5) other policy initiatives designed to
lower foreign import reliance.

DoMESTIC OIL AND GAs CRISIS TAX RELIEF
AND FOREIGN OIL RELIANCE REVERSAL ACT
OF 1999

SEC. 2. PURPOSES.

To establish a graduated response to
shrinking domestic oil and gas production
and surging foreign oil imports;

To prevent the abandonment of marginal
oil and gas wells responsible for half of U.S.
domestic production;

To transform earned tax credits and other
benefits into working capital for the cash-
strapped domestic oil and gas producers and
service companies;

To compensate U.S. producers for the hard-
ship the Oil for Food program is causing
them;

To reverse the trend of increased foreign
oil and gas dependence by encouraging explo-
ration and development of oil and gas re-
serves in the U.S. to achieve the goal of dou-
bling current domestic oil and gas produc-
tion;

To provide an emergency procedure when
foreign imports exceed 60 percent, thereby
recognizing that when imports exceed a Con-
gressionally legislated peril point, a national
security threat exists that demands Presi-
dential action.
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SEC. 3. FINDINGS.

(a) FINDINGS.—The Congress finds that—

(1) U.S. foreign oil consumption is esti-
mated at 56 percent and could reach 68 per-
cent by 2010 if current prices prevail.

(2) The number of oil and gas rigs operat-
ing in the United States is at the lowest
count since 1944, when records of this tally
began.

(3) If prices do not increase soon, the U.S.
could lose at least half of its marginal wells
which in aggregate produce as much oil as
we import from Saudi Arabia;

(4) Oil and gas prices are unlikely to in-
crease for at least several years;

(5) Declining production, well abandon-
ment and greatly reduced exploration and
development are shrinking the domestic oil
and gas industry;

(6) The world’s richest oil producing re-
gions in the Middle East are experiencing
greater political instability;

(7) U.N. policy may make Iraq the swing
oil producing nation, thereby granting
Saddem Hussein a tremendous amount of
power;

(8) Reliance on foreign oil for more than 60
percent of our daily oil and gas consumption
is a national security threat;

(9) the level of the United States energy se-
curity is directly related to the level of do-
mestic production of oil, natural gas liquids,
and natural gas; and

(10) a national security policy should be de-
veloped which ensures that adequate supplies
of oil shall be available at all times free of
the threat of embargo or other foreign hos-
tile acts.

SEC. 4. TABLE OF CONTENTS.

TITLE I—DOMESTIC OIL AND GAS PRO-
DUCTION PRESERVATION PROVISIONS

(101(a)) Purpose: To prevent the abandon-
ment of marginal oil and gas wells respon-
sible for half of U.S. Domestic production

(101) Tax credit to prolong marginal do-
mestic oil and gas well production.

( ) Expand definition of marginal well to
include high water content wells.

(102) Exclusion of certain amounts received
from the production of wells reopened after
they have been plugged or abandoned.

(103) Tax credits to prolong domestic oil
and gas well production through secondary
and other nontertiary recovery methods in
order to produce the remaining 75 percent of
oil and gas that is not recoverable using pri-
mary methods.

TITLE 11—DOMESTIC OIL AND GAS IN-
DUSTRY CRISIS TAX RELIEF TRIG-
GERED WHEN PRICE OF OIL IS BELOW
$15 A BARREL

A. Credits to cash provisions
(200) Purpose: To transform earned tax

credits and other accumulated tax benefits

into working capital for the cash-strapped
domestic oil and gas producers and service
companies.

(201) Ten year carry-back for unused AMT
credits for oil and gas producers and servic-
ing firms.

(202) Ten year carry-back for unused per-
centage depletion for oil and gas producers.

( ) Repeal 65 percent of net rule.

(203) Ten year carry-back for NOLs for pro-
ducers and servicing firms.

B. Hard times tax relief when price of oil is less
than $14 a barrel

(211) Remove IDCs as AMT tax preference
in any year when price of oil is less than $14
a barrel (Phased out when oil prices hit $17).

(212) Eliminate the depreciation adjust-
ment under the AMT for oil and gas assets so
that the depreciation schedules for the regu-
lar tax is also used for AMT.

(213) Eliminate the Adjusted Current Earn-
ings adjustment (ACE) as it applies to IDCs.
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(214) Permit EOR credit and Section 29
credit to reduce the Alternative Minimum
Tax.

C. Tax benefits to offset the depressing impact
on oil prices that the Food for Oil Program
is having
(221) Restore percentage depletion to 27.5
percent.
(222) Repeal net income limitation on per-
centage depletion.
(223) Allow Expensing geological and geo-
physical expenditures.
(223) Allow Election to Expense Delay
Rentals payments.
(224) Extension of Spudding rule.

TITLE I1I—FOREIGN OIL RELIANCE RE-
VERSAL  PROVISIONS TRIGGERED
WHEN IMPORTS EXCEED 50 PERCENT

(300) Purpose: To reverse the trend of in-
creased foreign dependence of oil and gas by
encouraging exploration and development of
oil and gas reserves in the U.S. to achieve
the goal of doubling current domestic oil and
gas production.

(301) 20 percent exploration and develop-
ment credit when imports exceed 50 percent.
TITLE IV—NATIONAL SECURITY EMER-

GENCY WHEN IMPORTS EXCEED 60 PER-

CENT

(400) Purpose: To provide an emergency
procedure when foreign imports exceed 60
percent to require the President to imple-
ment an energy security strategic plan to de-
signed to prevent crude and product imports
from exceeding 60 percent.

(401) Duties of the President.

(402) Congressional Review of the Strategic
plan proposed by the President.

(403) Energy Security strategic plan and
course of action.

By Mr. SMITH of New Hampshire
(for himself, Mr. INHOFE, Mr.
BURNS, Mr. ENzI, and Mr. MUR-
KOWSKI):

S. 597. A bill to amend section 922 of
chapter 44 of title 28, United States
Code, to protect the right of citizens
under the Second Amendment to the
Constitution of the United States; to
the Committee on the Judiciary.

SECOND AMENDMENT RIGHTS PROTECTION ACT

OF 1999

Mr. SMITH of New Hampshire. Mr.
President, | rise to introduce the ‘‘Sec-
ond Anendment Rights Protection Act
of 1999.”” | am pleased and honored that
Senators INHOFE, BURNS, ENziI, and
MURKOWSKI are joining me as original
COSpPONSOrS.

Mr. President, the Second Amend-
ment Rights Protection Act of 1999 en-
compasses all of the provisions of the
Smith Amendment, which passed the
Senate by a vote of 69-31 on July 21,
1998, during consideration of the Com-
merce, Justice, State appropriations
bill for fiscal year 1999. Only a substan-
tially modified version of the Smith
amendment was included in the final
omnibus appropriations measure.

The National Instant Criminal Back-
ground Check System (NICS) went into
effect on December 1, 1998. My bill
would require the immediate destruc-
tion of all information submitted by
any person who has been cleared by the
NICS to purchase a firearm. There is
no reason why such private informa-
tion on law-abiding gun owners should
be retained. | continue to be troubled
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by the Clinton administration’s insist-
ence upon doing so.

In addition, Mr. President, my bill
would prohibit the imposition of any
tax or fee in connection with the NICS.
Once again, in his budget submission
for fiscal year 2000, President Clinton is
seeking to fund NICS with a gun tax.

With the Smith amendment last
year, we told President Clinton ‘‘no’’ to
the gun tax. Let us tell him ‘“no”
again, once and for all, by enacting the
Second Amendment Rights Protection
Act.

Finally, Mr. President, my bill would
create a private cause of action for any
individual who is aggrieved by a viola-
tion of its provisions.

Mr. President, | ask unanimous con-
sent for the printing of the text of my
bill, the Second Amendment Rights
Protection Act of 1999, in the RECORD.

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

S. 597

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Second
Amendment Rights Protection Act of 1999.”
SEC. 2. PROTECTION OF SECOND AMENDMENT

RIGHTS.

Subsection (t) of section 922 of chapter 44
of Title 18, United States Code, is amended
by inserting at the end thereof the following
new paragraph:

““(7) None of the funds appropriated pursu-
ant to any provision of law may be used for
(1) any system to implement this subsection
that does not require and result in the imme-
diate destruction of all information, in any
form whatsoever, submitted by or on behalf
of any person who has been determined not
be prohibited from owning a firearm; (2) the
implementation or collection of any tax or
fee by any officer, agent, or employee of the
United States, or by any state or local offi-
cer or agent acting on behalf of the United
States, in connection with the implementa-
tion of this subsection, provided, that any
person aggrieved by a violation of this provi-
sion may bring an action in the Federal dis-
trict court for the district in which the per-
son resides; provided further, that any per-
son who is successful with respect to any
such action shall receive damages, punitive
damages, and such other remedies as the
court may determine to be appropriate, in-
cluding a reasonable attorney’s fee.”

By Mr. SANTORUM:

S. 598. A bill to amend the Federal
Agriculture Improvement and Reform
Act of 1996 to improve the farmland
protection program; to the Committee
on Agriculture, Nutrition, and For-
estry.

FARMLAND PROTECTION ACT OF
1999

Mr. SANTORUM. Mr. President, |
rise today to introduce legislation that
would reauthorize the Farmland Pro-
tection Program that was originally
authorized with passage of the 1996
Farm Bill.

Every year more than one million
acres of our nation’s most productive
farmland is lost to urbanization. This
is land that produces three-quarters of
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America’s fruits and vegetables, and
more than half of our dairy products.
While state and local governments
have taken the lead in preservation ef-
forts, the demand for assistance con-
tinues to grow.

Considering the importance of agri-
culture to our nation, and to genera-
tions of families throughout our coun-
try, | was proud to take a lead role in
the United States Senate to assist
farmers and communities in confront-
ing the obstacle of growing pressure on
the use of farmland. As such, I, with
the support of many Senate colleagues,
established the Federal Farmland Pro-
tection Program to stem the loss of
valuable farmland, and to provide
states with adequate tools to accom-
plish that goal. Those efforts resulted
in a $35 million authorization in the
1996 Farm Bill.

This money has been used to help
states leverage dollars in order to pur-
chase development rights, and keep
productive farmland in use—all
through voluntary efforts. In just three
short years, the funds were exhausted
due to the overwhelming response by
farmers and state governments. In fact,
by the end of fiscal year 1997 the origi-
nal $35 million authorization had been
spent, and the demand outstripped
funding availability by 900 percent.

The legislation that I’'m introducing
today, the Farmland Protection Act of
1999, would provide a $50 million per
year authorization for the much-need-
ed funds to carry out the important
work of farmland preservation. In addi-
tion, my bill would allow non-profit or-
ganizations to participate in the pro-
gram—where there is no established
government program—as they are cur-
rently precluded from doing so in cer-
tain states.

Mr. President, | am proud to intro-
duce this legislation that will enable us
to take another giant step forward in
protecting a valuable resource to many
Americans. To date, nineteen states
have capitalized on this opportunity to
augment their preservation efforts, and
hopefully, the Farmland Protection
Act of 1999 will give more states the
tools to assist their local farming com-
munity.

Mr. President, | ask unanimous con-
sent that a copy of the bill be printed
in the RECORD.

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

S. 598

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘““Farmland
Protection Act of 1999’.

SEC. 2. FARMLAND PROTECTION PROGRAM.
Section 388 of the Federal Agriculture Im-
provement and Reform Act of 1996 (16 U.S.C.

3830 note; Public Law 104-127) is amended to
read as follows:
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“SEC. 388. FARMLAND PROTECTION PROGRAM.

‘““(a) DEFINITION OF ELIGIBLE ENTITY.—In
this section, the term ‘eligible entity’
means—

‘(1) any agency of any State or local gov-
ernment, or federally recognized Indian
tribe; and

““(2) any organization that—

“(A) is organized for, and at all times since
its formation has been operated principally
for, 1 or more of the conservation purposes
specified in clause (i), (ii), or (iii) of section
170(h)(4)(A) of the Internal Revenue Code of
1986,

““(B) is an organization described in section
501(c)(3) of the Code that is exempt from tax-
ation under section 501(a) of the Code; and

“(C)(i) is described in section 509(a)(2) of
the Code; or

““(i1) is described in section 509(a)(3) of the
Code and is controlled by an organization de-
scribed in section 509(a)(2) of the Code.

“(b) AUTHORITY.—The Secretary of Agri-
culture shall establish and carry out a farm-
land protection program under which the
Secretary shall provide grants to eligible en-
tities, to provide the Federal share of the
cost of purchasing conservation easements
or other interests in land with prime,
unique, or other productive soil for the pur-
pose of protecting topsoil by limiting non-
agricultural uses of the land.

“(c) ELIGIBLE ENTITIES.—The Secretary
may provide a grant to an eligible entity de-
scribed in subsection (a)(2) for the purchase
of a conservation easement or other interest
in land within the jurisdiction of a State or
local government or federally recognized In-
dian tribe only if the appropriate agency of
the State or local government or the feder-
ally recognized Indian tribe does not operate
a farmland protection program.

“‘(d) FEDERAL SHARE.—The Federal share of
the cost of purchasing a conservation ease-
ment or other interest described in sub-
section (b) shall be not more than 50 percent.

‘“(e) CONSERVATION PLAN.—ANy land for
which a conservation easement or other in-
terest is purchased under this section shall
be subject to the requirements of a conserva-
tion plan that requires, at the option of the
Secretary, the conversion of the land to less
intensive uses.

“(f) RANKING CRITERIA.—The Secretary
shall consult with appropriate agencies of
States and local governments and federally
recognized Indian tribes in developing cri-
teria for ranking applications for grants
under this section.

““(g) FUNDING.—For each fiscal year, the
Secretary shall use not more than $50,000,000
of the funds of the Commodity Credit Cor-
poration to carry out this section.”.

By Mr. CHAFEE (for himself, Mr.
HATCH, Mr. COCHRAN, Ms.
SNOWE, Mr. ROBERTS, Mr. SPEC-
TER, and Ms. COLLINS):

S. 599. A bill to amend the Internal
Revenue Code of 1986 to provide addi-
tional tax relief to families to increase
the affordability of child care, and for
other purposes; to the Committee on
Finance.

THE CARING FOR CHILDREN ACT

Mr. CHAFEE. Mr. President, | am
pleased today to introduce the Caring
for Children Act, legislation to help all
families with their child care needs.

I want to thank my colleagues who
have worked so hard to put this bill to-
gether. Senator HATCH, who was a lead-
er in the development of the child care
block grant, and is always a stalwart
supporter of children. Senator SNOWE,
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who has worked on this issue for many
years. Senator ROBERTS, who has taken
an active interest in this issue. Senator
SPECTER, who made an enormous con-
tribution to the development of this
bill. And Senators SUSAN COLLINS and
THAD COCHRAN, who we are very fortu-
nate to have on our child care proposal.

Our proposal is straightforward and
far-reaching. It makes the current
child care credit more equitable for
lower and middle income families. And,
for the first time, makes the credit
available to families where one parent
stays at home to care for the children.
That is a critical step and an impor-
tant change for families across Amer-
ica.

Raising children in today’s world is a
true challenge. In many families, both
parents must work in order to support
the family. Often, the child care ex-
penses consume all or most of one par-
ent’s income. How often do we hear the
refrain, particularly from women, that
after they pay for day care, there is lit-
tle or nothing left of their wages.

Another common complaint is from
parents who desperately want to stay
home and raise their children them-
selves—especially in those very criti-
cal, early years of childhood—but who
simply cannot afford to forgo that sec-
ond income.

The legislation we are introducing
today responds to both of these con-
cerns. We believe that parents should
make their own decisions about who is
going to care for their children. The
government and the Tax Code should
not be promoting one choice over an-
other.

By making more of the existing child
care tax credit available to lower and
middle income families, and making it
available also to families where one
parent stays at home, we are sending
the message that the choice is yours,
and we support your choice.

Our bill makes several changes to the
existing dependent care tax credit.
First, the maximum credit percentage
is increased from 30 percent to 50 per-
cent to provide more benefits to those
most in need. Second, the income level
at which the maximum credit begins to
be reduced is moved from $10,000 to
$30,000, so that more lower-income fam-
ilies will qualify for the maximum
amount of assistance. Third, we pro-
pose to completely phase out the credit
for wealthier families. Finally, families
where one spouse stays at home to care
for the children will be eligible for a
credit similar to the one they would re-
ceive if both parents were working out-
side the home and the child was in
daycare.

We also acknowledge that we cannot
solve the entire child care problem
through the Tax Code alone. Many low-
income families do not have taxable in-
come, and therefore cannot benefit
from a tax credit. The Child Care and
Development Block Grant (CCDBG)
provides critical funding to help these
lower-income families—and | have been
a strong supporter of the program. Rec-
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ognizing the critical role CCDBG plays

in subsidizing daycare for low-income

families in the states, our proposal
doubles the block grant over a five-
year period.

Of course, the problem with child
care is not limited to just afford-
ability. Many parents cannot find an
available child care slot. Our proposal
addresses this issue of accessibility by
providing a tax credit to businesses to
build or renovate on or near-site child
care centers for their employees.

Finally, there is the issue of quality
daycare. Parents cannot be productive
in the workplace if they are constantly
worrying about the health and safety
of their children in daycare. We have
all read the horrifying stories in the
newspapers about daycare facilities
that are unsafe or unsanitary, about
the poor record of enforcement of
standards in many states.

While we acknowledge that the fed-
eral government should not be setting
standards for daycare providers, we do
believe the states should set at least
minimum health and safety standards
and enforce them rigorously. Our legis-
lation beefs up this enforcement by re-
warding states with a good enforce-
ment record and penalizing those with
poor records.

I am very proud of this legislation,
and proud that this group was able to
come together and produce this initia-
tive. Child care is a problem that must
be solved, and we are committed to
doing that. | look forward to working
with my colleagues in the Congress to
find workable, affordable solutions for
all families. 1 ask unanimous consent
that the legislation be printed in the
RECORD.

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

S. 599

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

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ““Caring for Children Act’’.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE I—TAX RELIEF TO INCREASE

CHILD CARE AFFORDABILITY

Sec. 101. Expansion of dependent care tax
credit.

Sec. 102. Promotion of dependent care as-
sistance programs.

Sec. 103. Allowance of credit for employer
expenses for child care assist-
ance.

TITLE II—ENCOURAGING QUALITY CHILD

CARE
Subtitle A—Dissemination of Information
About Quality Child Care

Sec. 201. Collection and dissemination of in-
formation.

Sec. 202. Grants for the development of a
child care training infrastruc-
ture.

Sec. 203. Authorization of appropriations.

Subtitle B—Increased Enforcement of State
Health and Safety Standards
Sec. 211. Enforcement of State health and
safety standards.
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Subtitle C—Removal of Barriers to
Increasing the Supply of Quality Child Care
Sec. 221. Increased authorization of appro-
priations for the Child Care and
Development Block Grant Act.

Sec. 222. Small business child care grant
program.

Sec. 223. GAO report regarding the relation-
ship between legal liability con-
cerns and the availability and
affordability of child care.

Subtitle D—Quality Child Care Through

Federal Facilities and Programs

Sec. 231. Providing quality child care in
Federal facilities.

TITLE I—TAX RELIEF TO INCREASE CHILD

CARE AFFORDABILITY

SEC. 101. EXPANSION OF DEPENDENT CARE TAX
CREDIT.

(@) PERCENTAGE OF EMPLOYMENT-RELATED
EXPENSES DETERMINED BY TAXPAYER STA-
Tus.—Section 21(a)(2) of the Internal Reve-
nue Code of 1986 (defining applicable percent-
age) is amended to read as follows:

““(2) APPLICABLE PERCENTAGE DEFINED.—For
purposes of paragraph (1), the term ‘applica-
ble percentage’ means 50 percent reduced
(but not below zero) by 1 percentage point
for each $1,500, or fraction thereof, by which
the taxpayers’s adjusted gross income for the
taxable year exceeds $30,000.”".

(b) MINIMUM CREDIT ALLOWED FOR STAY-AT-
HOME PARENTS.—Section 21(e) of the Internal
Revenue Code of 1986 (relating to special
rules) is amended by adding at the end the
following:

““(11) MINIMUM CREDIT ALLOWED FOR STAY-
AT-HOME PARENTS.—Notwithstanding sub-
section (d), in the case of any taxpayer with
one or more qualifying individuals described
in subsection (b)(1)(A) under the age of 4 at
any time during the taxable year, such tax-
payer shall be deemed to have employment-
related expenses with respect to such quali-
fying individuals in an amount equal to the
greater of—

“(A) the amount of employment-related
expenses incurred for such qualifying indi-
viduals for the taxable year (determined
under this section without regard to this
paragraph), or

““(B) $150 for each month in such taxable
year during which such qualifying individual
is under the age of 4.”.

(c) EFFECTIVE DATE.—The amendments
made by this section apply to taxable years
beginning after December 31, 1998.

SEC. 102. PROMOTION OF DEPENDENT CARE AS-
SISTANCE PROGRAMS.

(a) PROMOTION OF DEPENDENT CARE ASSIST-
ANCE PROGRAMS.—The Secretary of Labor
shall establish a program to promote aware-
ness of the use of dependent care assistance
programs (as described in section 129(d) of
the Internal Revenue Code of 1986) by em-
ployers.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out the program under paragraph (1)
$1,000,000 for each of fiscal years 2000, 2001,
2002, and 2003.

SEC. 103. ALLOWANCE OF CREDIT FOR EM-
PLOYER EXPENSES FOR CHILD CARE
ASSISTANCE.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 of the Internal
Revenue Code of 1986 (relating to business re-
lated credits) is amended by adding at the
end the following:

“SEC. 45D. EMPLOYER-PROVIDED CHILD CARE
CREDIT.

““(a) ALLOWANCE OF CREDIT.—For purposes
of section 38, the employer-provided child
care credit determined under this section for
the taxable year is an amount equal to 20
percent of the qualified child care expendi-
tures of the taxpayer for such taxable year.
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“(b) DOLLAR LIMITATION.—The credit al-
lowable under subsection (a) for any taxable
year shall not exceed $100,000.

‘“(c) DEeFINITIONS.—For purposes of this
section—

‘(1) QUALIFIED CHILD CARE EXPENDITURE.—

“(A) IN GENERAL.—The term ‘qualified
child care expenditure’ means any amount
paid or incurred—

‘(i) to acquire, construct, rehabilitate, or
expand property—

“(1) which is to be used as part of a quali-
fied child care facility of the taxpayer,

“(11) with respect to which a deduction for
depreciation (or amortization in lieu of de-
preciation) is allowable, and

“(111) which does not constitute part of the
principal residence (within the meaning of
section 1034) of the taxpayer or any employee
of the taxpayer,

““(ii) for the operating costs of a qualified
child care facility of the taxpayer, including
costs related to the training of employees,

“(iii) under a contract with a qualified
child care facility to provide child care serv-
ices to employees of the taxpayer, or

““(iv) under a contract to provide child care
resource and referral services to employees
of the taxpayer.

““(2) EXCLUSION FOR AMOUNTS FUNDED BY
GRANTS, ETC.—The term ‘qualified child care
expenditure’ shall not include any amount to
the extent such amount is funded by any
grant, contract, or otherwise by another per-
son (or any governmental entity).

““(3) QUALIFIED CHILD CARE FACILITY.—

“(A) IN GENERAL.—The term ‘qualified
child care facility’ means a facility—

‘(i) the principal use of which is to provide
child care assistance, and

“(ii) which meets the requirements of all
applicable laws and regulations of the State
or local government in which it is located,
including, but not limited to, the licensing of
the facility as a child care facility.

Clause (i) shall not apply to a facility which
is the principal residence (within the mean-
ing of section 1034) of the operator of the fa-
cility.

““(B) SPECIAL RULES WITH RESPECT TO A TAX-
PAYER.—A facility shall not be treated as a
qualified child care facility with respect to a
taxpayer unless—

“(i) enrollment in the facility is open to
employees of the taxpayer during the taxable
year,

““(ii) the facility is not the principal trade
or business of the taxpayer unless at least 30
percent of the enrollees of such facility are
dependents of employees of the taxpayer, and

““(iii) the use of such facility (or the eligi-
bility to use such facility) does not discrimi-
nate in favor of employees of the taxpayer
who are highly compensated employees
(within the meaning of section 414(q)).

‘“(d) RECAPTURE OF ACQUISITION AND CON-
STRUCTION CREDIT.—

“(1) IN GENERAL.—If, as of the close of any
taxable year, there is a recapture event with
respect to any qualified child care facility of
the taxpayer, then the tax of the taxpayer
under this chapter for such taxable year
shall be increased by an amount equal to the
product of—

‘“(A) the applicable recapture percentage,
and

‘“(B) the aggregate decrease in the credits
allowed under section 38 for all prior taxable
years which would have resulted if the quali-
fied child care expenditures of the taxpayer
described in subsection (c)(1)(A) with respect
to such facility had been zero.

““(2) APPLICABLE RECAPTURE PERCENTAGE.—

““(A) IN GENERAL.—For purposes of this sub-
section, the applicable recapture percentage
shall be determined from the following table:
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The applicable
recapture

“If the recapture event percentage is:

occurs in:
Years 1-3 ...coociiiiiniininns 100
Year 4 .. 85
Year5 .. 70
Year 6 .. 55
Year 7 .. 40
Year 8 ......... 25
Years 9and 10 .............. 10
Years 11 and thereafter 0.

““(B) YEARS.—For purposes of subparagraph
(A), year 1 shall begin on the first day of the
taxable year in which the qualified child
care facility is placed in service by the tax-
payer.

““(3) RECAPTURE EVENT DEFINED.—For pur-
poses of this subsection, the term ‘recapture
event’ means—

““(A) CESSATION OF OPERATION.—The ces-
sation of the operation of the facility as a
qualified child care facility.

““(B) CHANGE IN OWNERSHIP.—

“(i) IN GENERAL.—Except as provided in
clause (ii), the disposition of a taxpayer’s in-
terest in a qualified child care facility with
respect to which the credit described in sub-
section (a) was allowable.

“(ii) AGREEMENT TO ASSUME RECAPTURE LI-
ABILITY.—Clause (i) shall not apply if the
person acquiring such interest in the facility
agrees in writing to assume the recapture li-
ability of the person disposing of such inter-
est in effect immediately before such disposi-
tion. In the event of such an assumption, the
person acquiring the interest in the facility
shall be treated as the taxpayer for purposes
of assessing any recapture liability (com-
puted as if there had been no change in own-
ership).

““(4) SPECIAL RULES.—

““(A) TAX BENEFIT RULE.—The tax for the
taxable year shall be increased under para-
graph (1) only with respect to credits allowed
by reason of this section which were used to
reduce tax liability. In the case of credits
not so used to reduce tax liability, the
carryforwards and carrybacks under section
39 shall be appropriately adjusted.

“(B) NO CREDITS AGAINST TAX.—AnNy in-
crease in tax under this subsection shall not
be treated as a tax imposed by this chapter
for purposes of determining the amount of
any credit under subpart A, B, or D of this
part.

““(C) NO RECAPTURE BY REASON OF CASUALTY
Loss.—The increase in tax under this sub-
section shall not apply to a cessation of op-
eration of the facility as a qualified child
care facility by reason of a casualty loss to
the extent such loss is restored by recon-
struction or replacement within a reasonable
period established by the Secretary.

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

““(1) AGGREGATION RULES.—AIll persons
which are treated as a single employer under
subsections (a) and (b) of section 52 shall be
treated as a single taxpayer.

““(2) PASS-THRU IN THE CASE OF ESTATES AND
TRUSTS.—Under regulations prescribed by
the Secretary, rules similar to the rules of
subsection (d) of section 52 shall apply.

““(3) ALLOCATION IN THE CASE OF PARTNER-
SHIPS.—In the case of partnerships, the cred-
it shall be allocated among partners under
regulations prescribed by the Secretary.

““(f) No DOUBLE BENEFIT.—

‘(1) REDUCTION IN BASIS.—For purposes of
this subtitle—

“(A) IN GENERAL.—If a credit is determined
under this section with respect to any prop-
erty by reason of expenditures described in
subsection (c)(1)(A), the basis of such prop-
erty shall be reduced by the amount of the
credit so determined.
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““(B) CERTAIN DISPOSITIONS.—If during any
taxable year there is a recapture amount de-
termined with respect to any property the
basis of which was reduced under subpara-
graph (A), the basis of such property (imme-
diately before the event resulting in such re-
capture) shall be increased by an amount
equal to such recapture amount. For pur-
poses of the preceding sentence, the term ‘re-
capture amount’ means any increase in tax
(or adjustment in carrybacks or carryovers)
determined under subsection (d).

““(2) OTHER DEDUCTIONS AND CREDITS.—No
deduction or credit shall be allowed under
any other provision of this chapter with re-
spect to the amount of the credit determined
under this section.

““(9) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 2003.”".

(b) CONFORMING AMENDMENTS.—

(1) Section 38(b) of the Internal Revenue
Code of 1986 is amended—

(A) by striking out ‘“‘plus” at the end of
paragraph (11),

(B) by striking out the period at the end of
paragraph (12), and inserting a comma and
“plus”’, and

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

““(13) the employer-provided child care
credit determined under section 45D.”".

(2) The table of sections for subpart D of
part 1V of subchapter A of chapter 1 of such
Code is amended by adding at the end the
following new item:

““Sec. 45D. Employer-provided child care

credit.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1998.
TITLE II—ENCOURAGING QUALITY CHILD

CARE
Subtitle A—Dissemination of Information
About Quality Child Care

SEC. 201. COLLECTION AND DISSEMINATION OF
INFORMATION.

(@) COLLECTION AND DISSEMINATION OF IN-
FORMATION.—The Secretary of Health and
Human Services shall, directly or through a
contract awarded on a competitive basis to a
qualified entity, collect and disseminate—

(1) information concerning health and safe-
ty in various child care settings that would
assist—

(A) the provision of safe and healthful en-
vironments by child care providers; and

(B) the evaluation of child care providers
by parents; and

(2) relevant findings in the field of early
childhood learning and development.

(b) INFORMATION AND FINDINGS TO BE GEN-
ERALLY AVAILABLE.—

(1) SECRETARIAL RESPONSIBILITY.—The Sec-
retary of Health and Human Services shall
make the information and findings described
in subsection (a) generally available to
States, units of local governments, private
nonprofit child care organizations (including
resource and referral agencies), employers,
child care providers, and parents.

(2) DEFINITION OF GENERALLY AVAILABLE.—
For purposes of paragraph (1), the term ‘“‘gen-
erally available” means that the informa-
tion and findings shall be distributed
through resources that are used by, and
available to, the public, including such re-
sources as brochures, Internet web sites,
toll-free telephone information lines, and
public and private resource and referral or-
ganizations.

SEC. 202. GRANTS FOR THE DEVELOPMENT OF A
CHILD CARE TRAINING INFRA-
STRUCTURE.

(@) AUTHORITY TO AWARD GRANTS.—The
Secretary of Health and Human Services
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shall award grants to eligible entities to de-
velop distance learning child care training
technology infrastructures and to develop
model technology-based training courses for
child care providers and child care workers.
The Secretary shall, to the maximum extent
possible, ensure that grants for the develop-
ment of distance learning child care training
technology infrastructures are awarded in
those regions of the United States with the
fewest training opportunities for child care
providers.

(b) ELIGIBILITY REQUIREMENTS.—To be eli-
gible to receive a grant under subsection (a),
an entity shall—

(1) develop the technological and logistical
aspects of the infrastructure described in
this section and have the capability of im-
plementing and maintaining the infrastruc-
ture;

(2) to the maximum extent possible, de-
velop partnerships with secondary schools,
institutions of higher education, State and
local government agencies, and private child
care organizations for the purpose of sharing
equipment, technical assistance, and other
technological resources, including—

(A) sites from which individuals may ac-
cess the training;

(B) conversion of standard child care train-
ing courses to programs for distance learn-
ing; and

(C) ongoing networking among program
participants; and

(3) develop a mechanism for participants
to—

(A) evaluate the effectiveness of the infra-
structure, including the availability and af-
fordability of the infrastructure, and the
training offered the infrastructure; and

(B) make recommendations for improve-
ments to the infrastructure.

(c) APPLICATION.—To be eligible to receive
a grant under subsection (a), an entity shall
submit an application to the Secretary at
such time and in such manner as the Sec-
retary may require, and that includes—

(1) a description of the partnership organi-
zations through which the distance learning
programs will be disseminated and made
available;

(2) the capacity of the infrastructure in
terms of the number and type of distance
learning programs that will be made avail-
able;

(3) the expected number of individuals to
participate in the distance learning pro-
grams; and

(4) such additional information as the Sec-
retary may require.

(d) LimiTATION ON FEES.—NOoO entity receiv-
ing a grant under this section may collect
fees from an individual for participation in a
distance learning child care training pro-
gram funded in whole or in part by this sec-
tion that exceed the pro rata share of the
amount expended by the entity to provide
materials for the training program and to
develop, implement, and maintain the infra-
structure (minus the amount of the grant
awarded by this section).

(e) RULE OF CONSTRUCTION.—Nothing in
this section shall be construed as requiring a
child care provider to subscribe to or com-
plete a distance learning child care training
program made available by this section.

SEC. 203. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated to
carry out this subtitle $50,000,000 for each of
fiscal years 2000 through 2004.

Subtitle B—Increased Enforcement of State
Health and Safety Standards
SEC. 211. ENFORCEMENT OF STATE HEALTH AND
SAFETY STANDARDS.

(a) IDENTIFICATION OF STATE
RATE.—

(1) IN GENERAL.—Section 658E(c)(2)(G) of
the Child Care and Development Block Grant

INSPECTION
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Act of 1990 (42 U.S.C. 9858¢c(2)(G)) is amended
by striking the period and inserting *‘, and
provide the percentage of completed child
care provider inspections that were required
under State law for each of the 2 preceding
fiscal years.”.

(2) EFFECTIVE DATE.—The amendment
made by paragraph (1) applies to State plans
under the Child Care and Development Block
Grant Act of 1990 (42 U.S.C. 9858 et seq.) on
and after September 1, 1999.

(b) INCREASED OR DECREASED ALLOT-
MENTS.—Section 6580(b) of the Child Care
and Development Block Grant Act of 1990 (42
U.S.C. 9858m(b)) is amended—

(1) in paragraph (1), in the matter preced-
ing subparagraph (A), by inserting *‘, subject
to paragraph (5),”” after “‘shall’’; and

(2) by adding at the end the following:

““(5) INCREASED OR DECREASED ALLOTMENT
BASED ON STATE INSPECTION RATE.—

“(A) INCREASED ALLOTMENT FOR FISCAL
YEARS 2000, 2001, AND 2002.—

“(i) IN GENERAL.—Subject to clause (iii),
for fiscal years 2000, 2001, and 2002, the allot-
ment determined for a State under para-
graph (1) for each such fiscal year shall be in-
creased by an amount equal to 10 percent of
such allotment for the fiscal year involved
with respect to any State—

“(1) that certifies to the Secretary that the
State has not reduced the scope of any State
child care health or safety standards or re-
quirements that were in effect as of Decem-
ber 31, 1998; and

“(11) that, with respect to the preceding
fiscal year, had a percentage of completed
child care provider inspections (as required
to be reported under section 658E(c)(2)(G)),
that equaled or exceeded the target inspec-
tion and enforcement percentage specified
under clause (ii) for the fiscal year for which
the allotment is to be paid.

“(if) TARGET INSPECTION AND ENFORCEMENT
PERCENTAGE.—For purposes of clause (i)(ll),
the target inspection and enforcement per-
centage is—

“(1) for fiscal year 2000, 75 percent;

“(11) for fiscal year 2001, 80 percent; and

“(111) for fiscal year 2002, 100 percent.

““(iif) PRO RATA REDUCTIONS IF INSUFFICIENT
APPROPRIATIONS.—The Secretary shall make
pro rata reductions in the percentage in-
crease otherwise required under clause (i) for
a State allotment for a fiscal year as nec-
essary so that the aggregate of all the allot-
ments made under this section do not exceed
the amount appropriated for that fiscal year
under section 658B.

‘“(B) DECREASED ALLOTMENT FOR FISCAL
YEARS 2001 AND 2002.—

“(i) IN GENERAL.—The allotment deter-
mined for a State under paragraph (1) for
each of fiscal years 2001 and 2002 shall be de-
creased by an amount equal to 10 percent of
such allotment for the fiscal year involved
with respect to any State that, with respect
to the preceding fiscal year, had a percent-
age of completed child care provider inspec-
tions (as required to be reported under sec-
tion 658E(c)(2)(G)) that was below the mini-
mum inspection and enforcement percentage
specified under clause (ii) for the fiscal year
for which the allotment is to be paid.

“(ii) MINIMUM INSPECTION AND ENFORCE-
MENT PERCENTAGE.—For purposes of clause
(i), the minimum inspection and enforce-
ment percentage is—

‘(1) for fiscal year 2001, 50 percent; and

‘(1) for fiscal year 2002, 75 percent.

“(iif) REQUIREMENT TO EXPEND STATE
FUNDS TO REPLACE REDUCTION.—If the allot-
ment determined for a State for a fiscal year
is reduced by reason of clause (i), the State
shall, during the immediately succeeding fis-
cal year, expend additional State funds
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under the State plan funded under this sub-
chapter by an amount equal to the amount
of such reduction.”’.

Subtitle C—Removal of Barriers to
Increasing the Supply of Quality Child Care
SEC. 221. INCREASED AUTHORIZATION OF AP-
PROPRIATIONS FOR THE CHILD
CARE AND DEVELOPMENT BLOCK

GRANT ACT.

Section 658B of the Child Care and Devel-
opment Block Grant Act of 1990 (42 U.S.C.
9858) is amended to read as follows:

“SEC. 658B. AUTHORIZATION OF APPROPRIA-
TIONS.

“There is authorized to be appropriated to
carry out this subchapter—

““(1) for fiscal year 1999, $1,182,672,000;

““(2) for fiscal year 2000, $1,500,000,000;

““(3) for fiscal year 2001, $1,750,000,000;

““(4) for fiscal year 2002, $2,000,000,000;

*“(5) for fiscal year 2003, $2,250,000,000; and

(6) for fiscal year 2004, $2,500,000,000."".

SEC. 222. SMALL BUSINESS CHILD CARE GRANT
PROGRAM.

(a) ESTABLISHMENT.—The Secretary of
Health and Human Services (in this section
referred to as the ‘“‘Secretary’) shall estab-
lish a program to award grants to States to
assist States in providing funds to encourage
the establishment and operation of employer
operated child care programs.

(b) APPLICATION.—To be eligible to receive
a grant under this section, a State shall pre-
pare and submit to the Secretary an applica-
tion at such time, in such manner, and con-
taining such information as the Secretary
may require, including an assurance that the
funds required under subsection (e) will be
provided.

() AMOUNT OF GRANT.—The Secretary
shall determine the amount of a grant to a
State under this section based on the popu-
lation of the State as compared to the popu-
lation of all States.

(d) USE OF FUNDS.—

(1) IN GENERAL.—A State shall use amounts
provided under a grant awarded under this
section to provide assistance to small busi-
nesses located in the State to enable the
small businesses to establish and operate
child care programs. Such assistance may
include—

(A) technical assistance in the establish-
ment of a child care program;

(B) assistance for the start up costs related
to a child care program;

(C) assistance for the training of child care
providers;

(D) scholarships for low-income wage earn-
ers;

(E) the provision of services to care for
sick children or to provide care to school
aged children;

(F) the entering into of contracts with
local resource and referral or local health de-
partments;

(G) care for children with disabilities; or

(H) assistance for any other activity deter-
mined appropriate by the State.

(2) APPLICATION.—To be eligible to receive
assistance from a State under this section, a
small business shall prepare and submit to
the State an application at such time, in
such manner, and containing such informa-
tion as the State may require.

(3) PREFERENCE.—

(A) IN GENERAL.—INn providing assistance
under this section, a State shall give priority
to applicants that desire to form a consor-
tium to provide child care in geographic
areas within the State where such care is not
generally available or accessible.

(B) CoNsoRTIUM.—For purposes of subpara-
graph (A), a consortium shall be made up of
2 or more entities which may include busi-
nesses, nonprofit agencies or organizations,
local governments, or other appropriate enti-
ties.
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(4) LIMITATION.—With respect to grant
funds received under this section, a State
may not provide in excess of $100,000 in as-
sistance from such funds to any single appli-
cant.

(e) MATCHING REQUIREMENT.—To be eligible
to receive a grant under this section a State
shall provide assurances to the Secretary
that, with respect to the costs to be incurred
by an entity receiving assistance in carrying
out activities under this section, the entity
will make available (directly or through do-
nations from public or private entities) non-
Federal contributions to such costs in an
amount equal to—

(1) for the first fiscal year in which the en-
tity receives such assistance, not less than 50
percent of such costs ($1 for each $1 of assist-
ance provided to the entity under the grant);

(2) for the second fiscal year in which an
entity receives such assistance, not less than
66%: percent of such costs ($2 for each $1 of
assistance provided to the entity under the
grant); and

(3) for the third fiscal year in which an en-
tity receives such assistance, not less than 75
percent of such costs ($3 for each $1 of assist-
ance provided to the entity under the grant).

(f) REQUIREMENTS OF PROVIDERS.—To0 be el-
igible to receive assistance under a grant
awarded under this section a child care pro-
vider shall comply with all applicable State
and local licensing and regulatory require-
ments and all applicable health and safety
standards in effect in the State.

(9) ADMINISTRATION.—

(1) STATE RESPONSIBILITY.—A State shall
have responsibility for administering the
grant awarded under this section and for
monitoring entities that receive assistance
under such grant.

(2) AupITS.—A State shall require each en-
tity receiving assistance under a grant
awarded under this section to conduct an an-
nual audit with respect to the activities of
the entity. Such audits shall be submitted to
the State.

(3) MISUSE OF FUNDS.—

(A) REPAYMENT.—If the State determines,
through an audit or otherwise, that an en-
tity receiving assistance under a grant
awarded under this section has misused the
assistance, the State shall notify the Sec-
retary of the misuse. The Secretary, upon
such a notification, may seek from such an
entity the repayment of an amount equal to
the amount of any misused assistance plus
interest.

(B) APPEALS PROCESS.—The Secretary shall
by regulation provide for an appeals process
with respect to repayments under this para-
graph.

(h) REPORTING REQUIREMENTS.—

(1) 2-YEAR STUDY.—

(A) IN GENERAL.—Not later than 2 years
after the date on which the Secretary first
provides grants under this section, the Sec-
retary shall conduct a study to determine—

(i) the capacity of entities to meet the
child care needs of communities within a
State;

(ii) the kinds of partnerships that are being
formed with respect to child care at the local
level; and

(iiif) who is using the programs funded
under this section and the income levels of
such individuals.

(B) ReEPORT.—Not later than 28 months
after the date of enactment of this Act, the
Secretary shall prepare and submit to the
appropriate committees of Congress a report
on the results of the study conducted in ac-
cordance with subparagraph (A).

(2) 4-YEAR STUDY.—

(A) IN GENERAL.—Not later than 4 years
after the date on which the Secretary first
provides grants under this section, the Sec-
retary shall conduct a study to determine

S2595

the number of child care facilities funded
through entities that received assistance
through a grant made under this section that
remain in operation and the extent to which
such facilities are meeting the child care
needs of the individuals served by such fa-
cilities.

(B) REPORT.—Not later than 52 months
after the date of enactment of this Act, the
Secretary shall prepare and submit to the
appropriate committees of Congress a report
on the results of the study conducted in ac-
cordance with subparagraph (A).

(i) DEFINITION.—ASs used in this section, the
term ‘“‘small business’ means an employer
who employed an average of at least 2 but
not more than 50 employees on business days
during the preceding calendar year.

(J) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this section, $60,000,000 for the pe-
riod of fiscal years 2000 through 2002. With
respect to the total amount appropriated for
such period in accordance with this sub-
section, not more than $5,000,000 of that
amount may be used for expenditures related
to conducting evaluations required under,
and the administration of, this section.

(k) TERMINATION OF PROGRAM.—The pro-
gram established under subsection (a) shall
terminate on September 30, 2003.

SEC. 223. GAO REPORT REGARDING THE RELA-
TIONSHIP BETWEEN LEGAL LIABIL-
ITY CONCERNS AND THE AVAILABIL-
ITY AND AFFORDABILITY OF CHILD
CARE.

Not later than 6 months after the date of
enactment of this Act, the Comptroller Gen-
eral of the United States shall report to Con-
gress regarding whether and, if so, the extent
to which, concerns regarding potential legal
liability exposure inhibit the availability
and affordability of child care. The report
shall include an assessment of whether such
concerns prevent—

(1) employers from establishing on or near-
site child care for their employees;

(2) schools or community centers from al-
lowing their facilities to be used for on-site
child care; and

(3) individuals from providing professional,
licensed child care services in their homes.

Subtitle D—Quality Child Care Through
Federal Facilities and Programs
SEC. 231. PROVIDING QUALITY CHILD CARE IN
FEDERAL FACILITIES.

(a) DEFINITIONS.—In this section:

(1) ADMINISTRATOR.—The term ‘“‘Adminis-
trator” means the Administrator of General
Services.

(2) EXECUTIVE AGENCY.—The term ‘‘Execu-
tive agency’’ has the meaning given the term
in section 105 of title 5, United States Code,
but does not include the Department of De-
fense.

(3) EXECUTIVE FACILITY.—The term ‘‘execu-
tive facility’” means a facility that is owned
or leased by an Executive agency.

(4) FEDERAL AGENCY.—The term ‘‘Federal
agency’ means an Executive agency, a judi-
cial office, or a legislative office.

(5) JuDICIAL FACILITY.—The term “‘judicial
facility’”” means a facility that is owned or
leased by a judicial office.

(6) JuDICIAL OFFICE.—The term “‘judicial of-
fice’” means an entity of the judicial branch
of the Federal Government.

(7) LEGISLATIVE FACILITY.—The term “‘leg-
islative facility” means a facility that is
owned or leased by a legislative office.

(8) LEGISLATIVE OFFICE.—The term ‘‘legis-
lative office’” means an entity of the legisla-
tive branch of the Federal Government.

(b) EXECUTIVE BRANCH STANDARDS AND EN-
FORCEMENT.—

(1) STATE AND LOCAL LICENSING REQUIRE-
MENTS.—
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(A) IN GENERAL.—The Administrator shall
issue regulations requiring any entity oper-
ating a child care center in an executive fa-
cility to comply with applicable State and
local licensing requirements related to the
provision of child care.

(B) ComMmPLIANCE.—The regulations shall re-
quire that, not later than 6 months after the
date of enactment of this Act—

(i) the entity shall comply, or make sub-
stantial progress (as determined by the Ad-
ministrator) toward complying, with the re-
quirements; and

(ii) any contract for the operation of such
a child care center shall include a condition
that the child care be provided in accordance
with the requirements.

(2) EVALUATION AND ENFORCEMENT.—The
Administrator shall evaluate the compliance
of the entities described in paragraph (1)
with the regulations issued under that para-
graph. The Administrator may conduct the
evaluation of such an entity directly, or
through an agreement with another Federal
agency, other than the Federal agency for
which the entity is providing child care. If
the Administrator determines, on the basis
of such an evaluation, that the entity is not
in compliance with the regulations, the Ad-
ministrator shall notify the Executive agen-
cy.

(c) LEGISLATIVE BRANCH STANDARDS AND
ENFORCEMENT.—

(1) STATE AND LOCAL LICENSING REQUIRE-
MENTS AND ACCREDITATION STANDARDS.—The
Architect of the Capitol shall issue regula-
tions for entities operating child care cen-
ters in legislative facilities, which shall be
the same as the regulations issued by the
Administrator under subsection (b)(1), ex-
cept to the extent that the Architect may
determine, for good cause shown and stated
together with the regulations, that a modi-
fication of such regulations would be more
effective for the implementation of the re-
quirements and standards described in such
paragraphs.

(2) EVALUATION AND ENFORCEMENT.—Sub-
section (b)(2) shall apply to the Architect of
the Capitol, entities operating child care
centers in legislative facilities, and legisla-
tive offices. For purposes of that application,
references in subsection (b)(2) to regulations
shall be considered to be references to regu-
lations issued under this subsection.

(d) JuDpICIAL BRANCH STANDARDS AND EN-
FORCEMENT.—

(1) STATE AND LOCAL LICENSING REQUIRE-
MENTS AND ACCREDITATION STANDARDS.—The
Director of the Administrative Office of the
United States Courts shall issue regulations
for entities operating child care centers in
judicial facilities, which shall be the same as
the regulations issued by the Administrator
under subsection (b)(1), except to the extent
that the Director may determine, for good
cause shown and stated together with the
regulations, that a modification of such reg-
ulations would be more effective for the im-
plementation of the requirements and stand-
ards described in such paragraphs.

(2) EVALUATION AND ENFORCEMENT.—Sub-
section (b)(2) shall apply to the Director de-
scribed in paragraph (1), entities operating
child care centers in judicial facilities, and
judicial offices. For purposes of that applica-
tion, references in subsection (b)(2) to regu-
lations shall be considered to be references
to regulations issued under this subsection.

(e) APPLICATION.—Notwithstanding any
other provision of this section, if 3 or more
child care centers are operated in facilities
owned or leased by a Federal agency, the
head of the Federal agency may carry out
the responsibilities assigned to the Adminis-
trator under subsection (b)(2), the Architect
of the Capitol under subsection (c)(2), or the
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Director described in subsection (d)(2) under
such subsection, as appropriate.

Mr. HATCH. Mr. President, as this
decade nears a close, and as our Nation
has enjoyed an unprecedented period of
economic growth, there remains an
issue that affects many American fam-
ilies. I am referring to child care.

It has been nearly 9 years since the
passage of the bipartisan Child Care
and Development Block Grant Act. |
was proud to have been a sponsor of
this legislation, and | remain commit-
ted to its goals, structure, and prin-
ciples.

Though the CCDBG has led to great
improvements in the child care situa-
tion facing low-income families in
every State, it has become clear that
more needs to be done to help the fam-
ily. In my home State of Utah, an ex-
traordinary 57 percent of mothers with
children under the age of 6 are in the
labor force, and 134,000 children under
the age of 6 in Utah will be cared for by
someone other than their parents.

I am pleased to again join my col-
leagues—Senators CHAFEE, SNOWE,
ROBERTS, SPECTER, COLLINS, and COCH-
RAN—each of whom has a long record of
concern and involvement in child care
issues—in sponsoring this measure.
The Caring for Children Act is a com-
prehensive, realistic child care pro-
posal, which we believe will benefit
middle- and lower-income American
families who struggle to get ahead or
struggle to keep up.

First, the Caring for Children Act
will, by expanding the Dependent Care
Tax Credit, cut taxes for many middle-
and lower-income families. Under the
current system, the maximum credit of
30 percent is available only to families
with incomes of $10,000 or less. Our pro-
posal increases the Dependent Care Tax
Credit (DCTC) from 30 percent to 50
percent. The maximum income is also
increased to $30,000. The maximum al-
lowable expenses of $2,400 for one child
and $4,800 for two or more children will
remain the same.

For example, a working family in
Vernal, UT, earning $30,000 with two
children, could receive a tax credit of
$2,400 (50 percent of $4,800), instead of
$960 under the current law.

Our bill also lowers the maximum
credit more gradually than current
law. This provides a form of tax relief
for DCTC-eligible families earning be-
tween $30,000 and $75,000. This change is
intended to benefit an often forgotten
group—taxpayers who earn too much
for Federal breaks but not enough for
child care expenses not to be a big bite
out of their budget.

This proposal also breaks new
ground. It recognizes, for the first
time, as a matter of Federal child care
policy, that many families elect to
have one parent remain at home to
serve as the primary are giver. We un-
derstand the value of a parent at home
to care for a child, both in terms of
quality of care and monetary sacrifice.
Such families pay for their child care
by forfeiting a second income. The Car-
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ing for Children Act would expand eli-
gibility for the Dependent Care Tax
Credit (DCTC) to families with young
children in which one parent remained
at home.

Our bill assumes child care expenses
for such a family of $150 per month.
Thus, a family earning $30,000 with two
children, ages 3 and 1, in Farmington,
UT, in which one parent remains at
home, would receive a tax credit of $900
(50 percent of $15012 months).

Some have criticized our bill for not
giving the same tax benefits to fami-
lies with a stay-at-home parent.
Frankly, | support such parity in the
DCTC. | would like our bill to be able
to provide a larger credit. But, expand-
ing eligibility for this credit is an ex-
pensive proposition. While we may not
be able to propose DCTC parity in one
fell swoop, we should establish the con-
cept in this bill and increase the level
of benefit as quickly as we can. But, we
should not fail to do something just be-
cause we cannot do it all.

Many families across America elect
to forego a second income in order to
have a parent remain at home with
children. Federal policy has so far
failed to recognize parental care as
child care, even if many people, myself
included, consider it the best possible
care. | happen to believe that parental
care is the best care there is.

And, let me offer a word of praise and
gratitude for my wife, Elaine. Elaine
could have had a successful career as a
professional educator. Instead, she
chose to stay home with our children—
all of whom are now married with chil-
dren of their own.

Of course, my daughters and daugh-
ters-in-law will make their own choices
about balancing career and family. Dif-
ferent families make different choices
and face different circumstances that
drive their choices. Our bill asserts
that the Dependent Care Tax Credit
should be available to families regard-
less of their choice. The DCTC should
be a tax credit to help families care for
children, not just a credit for employ-
ment expenses. We should not mini-
mize the significance of this change in
the federal child care paradigm.

Yet, many working but low-income
families have no tax liability and will
not benefit from our proposed changes
to the DCTC. These families, many of
which may be headed by single parents
or headed by individuals moving from
welfare to work, are struggling to
make ends meet.

One of the family’s biggest expenses
is child care.

The cost of child care, like almost
everything else, has increase in the 9
years since the implementation of the
Child Care and Development Block
Grant. When the CCDBG was enacted,
the average cost of care per child was
$3,000. Today, it is estimated to be
more than $4,000 per child.

| invite senators to do the math: If a
parent is making $10 an hour ($20,800
per year before taxes) and has just one
child, child care expenses claim almost
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one-fifth of the family budget. It is no
wonder that the Utah Child Protective
Services told me some years ago about
a mother who was forced to choose be-
tween groceries and child care.

The Caring for Children Act proposes
to increase the authorization of appro-
priations for the Child Care and Devel-
opment Block grant Act (CCDBG),
which states use to subsidize child care
for low-income parents and to develop
new capacity in areas—both geographic
and functional—where there are short-
ages.

In Utah, as in other states as well,
smaller and more rural communities
often have shortages of child care. And,
nearly every community suffers short-
ages of infant care, after school care,
and care for special needs children.

The CCDBG is the only federal pro-
gram we have for assisting low-income
working families with child care ex-
penses. We are not proposing to create
another one. We are not expanding the
statutory eligibility or entitlement for
this program. The Caring for Children
Act merely makes it possible for states
to serve more eligible people and to ad-
dress more of the problem of shortages
under the provisions of the CCDBG.

I have said many times in this body
that | do not support federal assistance
for those who are able but do not help
themselves. But, | likewise believe that
some help is warranted when people are
working and doing all they can to pro-
vide for their families. This is why |
joined as a sponsor of the Child Care
and Development Block Grant 10 years
ago. | do not want Utah families to
have to choose between child care and
food.

We still face issues of quality of care.
Our bill affirms state prerogatives to
set their own standards for child care.
My colleagues are well aware of my
strong opposition to any federal effort
to set or imply federal standards.
States must be allowed discretion in
this. But, our bill also recognizes that
standards are worthless if they are not
enforced.

To encourage states to make a
stronger commitment to enforce their
own standards for child care, the Car-
ing for Children Act provides a system
of bonuses for states who exceed a
threshold of inspections or, conversely,
penalties for those who fail to conduct
a minimum number of inspections. In
my view, the most stringent standards
in the world do not provide any assur-
ance of quality care if providers do not
believe standards will be enforced.

I also believe that the best assurance
of quality is a parent’s own good judg-
ment. The Caring for Children Act
takes the very inexpensive, but poten-
tially very productive step of providing
funds for beefed up consumer informa-
tion to parents.

There are other important provisions
in our bill that are designed to encour-
age private sector initiatives in child
care as well as to enhance training op-
portunities for child care providers.

All together, the Caring for Children
Act attempts to address all three of the
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major issues in child care: afford-
ability, availability, and quality. | be-
lieve the bill we are introducing today
is measured and responsible.

In no way is this a government
knows best model of social problem
solving; rather, it builds on what we al-
ready know works and what we already
know that parents want. They want re-
sources and information to make their
own decisions and to care for their own
children. They want input into the
plans developed by states. They want
control over child care.

The bill we are introducing today en-
deavors to put government on the side
of parents by returning resources to
them through tax credits, by enabling
states to do more under the CCDBG, by
increasing available child care infor-
mation, and, finally by respecting the
choices they make.

I am again pleased to join my col-
leagues in this legislation and hope
other Senators will support this meas-
ure as well.

Mr. ROBERTS. Mr. President, I am
pleased to join with my colleagues to
reintroduce legislation to help meet
the child care challenges facing fami-
lies in Kansas and around the nation.

Child care, in the home when possible
and outside the home when parents
work, goes right to the heart of keep-
ing families strong.

Unfortunately, just being able to af-
ford child care is a major issue for
most families. Some child care can
cost as much as college tuition and
consume up to 40 percent of a family’s
income. Finding quality care is an-
other challenge.

Welfare reforms have cut Kansas wel-
fare rolls in half since 1996. As more
and more of these families come off the
rolls, child care needs grow. About half
of the 11,000 families that have left wel-
fare rolls in Kansas have young chil-
dren. In order to continue the success-
ful transition from welfare to work,
parents, especially single parents, must
have access to affordable, quality child
care.

Only parents can and should decide
what child care arrangements work
best for their children. This includes
the decision to stay at home.

The Caring for Children Act includes
provisions to allow a parent who is able
to stay at home and care for a child to
receive a tax credit to help cover ex-
penses. This credit applies during the
first three years of a child’s life and
amounts to about $900 per year.

The Caring for Children Act takes
steps to assist small businesses that
want to provide child care. I am
pleased that this bill includes a short-
term flexible grant program to encour-
age these businesses to work together
to provide child care services. This pro-
gram, which provides $60 million to the
states, allows those closer to home to
make decisions necessary to improve
child care in communities. This fund-
ing provides the start-up assistance
necessary to create self-sustaining
child care programs.
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I have pledged to work to improve
child care. | will continue this effort. |
look forward to working with my col-
leagues to expand child care options
and protect our nation’s most valuable
resource, our children.

Mr. SPECTER. Mr. President, | have
sought recognition to once again join
my colleagues in introducing the Car-
ing for Children Act, which will ease
the financial burden of child care for
American families—for those parents
who work, and for those who choose to
stay home to raise their children for a
period of time. This legislation is iden-
tical to the child care proposal my col-
leagues and | introduced during the
105th Congress, on January 28, 1998. |
believe it is vital that the Congress
recognize the importance of affordable,
quality child care to the successful de-
velopment of our children.

The Caring for Children Act is a mid-
dle-ground, targeted response to the
growing child care needs facing Amer-
ican families. Our bill includes tax in-
centives for employers and parents,
and an increase in funding for pro-
grams that assist the most needy fami-
lies. Most importantly, our bill pro-
poses prudent adjustments to discre-
tionary programs rather than imple-
menting new mandatory spending.

Qur bill would expand the Dependent
Care tax credit to make it more acces-
sible to families who need it, double
the authorization for the Child Care
Development Block Grant, and provide
grants to small businesses to create or
enhance child care facilities for their
employees. This bill also includes pro-
visions from the proposal | introduced
during the 105th Congress with my col-
leagues, Congressman JoN Fox, The Af-
fordable Child Care Act, which provides
a tax credit for employers who provide
on-site or site-adjacent child care to
their employees in order to reduce the
child care expenses of the employee.

Not all families choose the same op-
tion for child care. Many families rely
on relatives, centers operated by
churches and other religious organiza-
tions, centers at or near their work-
place, or make other arrangements to
provide care for their children while
they work. In light of the diverse needs
for child care in America, this bill rep-
resents a good start toward expanding
the choices for American parents. And,
any such legislation must recognize
that there is a need to provide some re-
lief to families where one parent stays
at home.

The need for affordable and acces-
sible day care is critical given the in-
creasing numbers of working parents
and dual-income families in the United
States. According to the Bureau of the
Census, in 1975, 31 percent of married
mothers with a child younger than age
one participated in the labor force. By
1995, that figure had risen to 59 percent.
Almost 64 percent of married mothers
and 53 percent of single mothers with
children younger than age six partici-
pated in the labor force in 1995.
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The cost of child care for families is
also significant. Licensed day care cen-
ters in some urban areas cost as much
as $200 per week, and the disparity in
costs and availability of child care be-
tween urban and rural grows greater
every day. For families which need or
choose to have both parents work out-
side the home, the burden of making
child care decisions is great. These fig-
ures serve to underscore the need for
action on the part of the Federal Gov-
ernment to provide the necessary as-
sistance to our Nation’s working fami-
lies.

As Chairman of the Labor, Health
and Human Services, and Education
Appropriations Subcommittee, | am
pleased that this legislation would
build on an existing Federal child care
program by authorizing an additional
$5 billion over 5 years to the Child Care
Development Block Grant program,
bringing total spending for this pro-
gram to nearly $2.5 billion annually by
fiscal year 2003. The child care block
grant works well to assist low-income
families acquire child care, and helped
over 93,000 Pennsylvania families last
year. Fiscal year 1999 funding for this
vital assistance program totaled $1.182
billion, $182 billion, $182 million above
the currently authorized level. By in-
creasing the authorization, we can help
even more families without creating a
new entitlement program.

Our legislation will also require
States to create and enforce safety and
health standards in child care facili-
ties, and provide money for the Depart-
ment of Health and Human Services to
disseminate information to parents and
providers about quality child care,
through brochures, toll-free hotlines,
the Internet, and other technological
assistance.

The Caring for Children Act com-
plements my recent efforts to assist
working families in the context of wel-
fare reform and children’s health insur-
ance. When Congress debated welfare
reform in 1995 and 1996, | worked to en-
sure that adequate funds were provided
for child care, a critical component for
welfare mothers who would be required
to work to receive new limited welfare
benefits. | am pleased that the welfare
reform bill that became law provided
$20 billion in child care funding over a
6-year period. Similarly, | was pleased
to participate in the bipartisan effort
in 1997 to enact legislation to provide
$24 billion over the next 5 years for
States to establish or broaden chil-
dren’s health insurance programs. Uti-
lizing these new Federal funds, over
10,000 previously uninsured children in
Pennsylvania have been enrolled in
this program since May of 1998.

In conclusion, Mr. President, | be-
lieve that it is critical that the 106th
Congress not adjourn without enacting
legislation to assist families in their
ability to afford safe, quality child care
for their children, either at home with
a parent or another arrangement. Our
legislation will provide peace of mind
to millions of American families strug-
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gling to balance career and child rais-
ing. | urge my colleagues to join me in
cosponsoring this important legisla-
tion, and | urge its swift adoption.

By Mr. WELLSTONE.

S. 600. A bill to combat the crime of
international trafficking and to pro-
tect the rights of victims; to the Com-
mittee on Foreign Relations.

INTERNATIONAL TRAFFICKING OF WOMEN AND

CHILDREN VICTIM PROTECTION ACT OF 1999

Mr. WELLSTONE. Mr. President,
this week across the globe, men and
women have celebrated International
Women’s Day, highlighting the
achievements of women around the
world. From Qatar to Indonesia, the
day was marked by women marching,
meeting, and protesting for recognition
of their inherent dignity and fun-
damental human rights. | believe there
is much work yet to be done to ensure
that women and girls’ human rights
are protected and respected.

One of the most horrendous human
rights violations of our time is traf-
ficking in human beings, particularly
among women and children, for pur-
poses of sexual exploitation and forced
labor. To curb this horrific practice, |
am introducing the ‘‘International
Trafficking of Women and Children
Victim Protection Act of 1999 which
will put Congress on record as opposing
trafficking for forced prostitution and
domestic servitude, and acting to
check it before the lives of more
women and girls are shattered.

One of the fastest growing inter-
national trafficking businesses is the
trade in women. Women and girls seek-
ing a better life, a good marriage, or a
lucrative job abroad, unexpectedly find
themselves forced to work as pros-
titutes, or in sweat shops. Seeking this
better life, they are lured by local ad-
vertisements for good jobs in foreign
countries at wages they could never
imagine at home.

Every year, the trafficking of human
beings for the sex trade affects hun-
dreds of thousands of women through-
out the world. Women and children
whose lives have been disrupted by eco-
nomic collapse, civil wars, or fun-
damental changes in political geog-
raphy, such as the disintegration of the
Soviet Union, have fallen prey to traf-
fickers. The United States government
estimates that 1-2 million women and
girls are trafficked annually around
the world. According to experts, be-
tween 50 and 100 thousand women are
trafficked each year into the United
States alone. They come from Thai-
land, Russia, the Ukraine and other
countries in Asia and the former Soviet
Union.

Upon arrival in countries far from
their homes, these women are often
stripped of their passports, held
against their will in slave-like condi-
tions, and sexually abused. Rape, in-
timidation, and violence are commonly
employed by traffickers to control
their victims and to prevent them from
seeking help. Through physical isola-
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tion and psychological trauma, traf-
fickers and brothel owners imprison
women in a world of economic and sex-
ual exploitation that imposes a con-
stant fear of arrest and deportation, as
well as of violent reprisals by the traf-
fickers themselves, to whom the
women must pay off ever-growing
debts. Many brothel owners actually
prefer women—women who are far from
help and home, and who do not speak
the language—precisely because of the
ease of controlling them.

Most of these women never imagined
that they would enter such a hellish
world, having traveled abroad to find
better jobs or to see the world. Many in
their naivete, believed that nothing
bad could happen to them in the rich
and comfortable countries such as
Switzerland, Germany, or the United
States. Others, who are less naive but
desperate for money and opportunity,
are no less hurt by the trafficker’s bru-
tal grip.

Last year, First Lady Hilary Clinton
spoke powerfully of this human trag-
edy. She said: “‘l have spoken to young
girls in northern Thailand whose par-
ents were persuaded to sell them as
prostitutes, and they received a great
deal of money by their standards. You
could often tell the homes of where the
girls had been sold because they might
even have a satellite dish or an addi-
tion built on their house. But I met
girls who had come home after they
had been used up, after they had con-
tracted HIV or AIDS. If you've ever
held the hand of a 13-year-old girl
dying of AIDS, you can understand how
critical it is that we take every step
possible to prevent this happening to
any other girl anywhere in the world. |
also, in the Ukraine, heard of women
who told me with tears running down
their faces that young women in their
communities were disappearing. They
answered ads that promised a much
better future in another place and they
were never heard from again.”’

These events are occurring not just
in far off lands, but here at home in the
U.S. as well. According to a report in
the Washington Post in 1997, the FBI
raided a massage parlor in downtown
Bethesda. The massage parlor was in-
volved in the trafficking of Russian
women into the United States. The
eight Russian women who worked
there, lived at the massage parlor,
sleeping on the massage tables at
night. They were charged a $150 a week
for “housing” and were not paid any
salary, only receiving a portion of their
tips.

F,)Ac:cording to recent reports by the
Justice Department, teenage Mexican
girls were held in slavery in Florida
and the Carolinas and forced to submit
to prostitution. In addition, Russian
and Latvian women were forced to
work in nightclubs in Chicago. Accord-
ing to charges filed against the traf-
fickers, the traffickers picked the
women up upon their arrival at the air-
port, seized their documents and return
tickets, locked them in hotels and beat
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them. The women were told that if
they refused to dance nude in various
nightclubs, the Russian mafia would
kill their families. Further, over three
years, hundreds of women from the
Czech Republic who answered adver-
tisements in Czech newspapers for
modeling were ensnared in an illegal
prostitution ring.

Trafficking in women and girls is a
human rights problem that requires a
human rights response. Trafficking is
condemned by human rights treaties as
a violation of basic human rights and a
slavery-like practice. Women who are

trafficked are subjected to other
abuses—rape, beatings, physical con-
finement—squarely prohibited by

human rights law. The human abuses
continue in the workplace, in the forms
of physical and sexual abuse, debt
bondage and illegal confinement, and
all are prohibited.

Fortunately, the global trade in
women and children is receiving great-
er attention by governments and NGOs
following the UN World Conference on
Women in Beijing. The United Nations
General Assembly has called upon all
governments to criminalize traffick-
ing, to punish its offenders, while not
penalizing its victims. The President’s
Interagency Council on Women is
working hard to mobilize a response to
this problem. Churches, synagogues,
and NGOs, such as Human Rights
Watch and the Global Survival Net-
work, are fighting this battle daily.
But, much, much more must be done.

My legislation provides a human
rights response to the problem. It has a
comprehensive and integrated ap-
proach focused on prevention, protec-
tion and assistance for victims, and
prosecution of traffickers.

I will highlight a few of its provisions
now:

It sets an international standard for
governments to meet in their efforts to
fight trafficking and assist victims of
this human rights abuse. It calls on the
State Department and Justice Depart-
ment to investigate and take action
against international trafficking. In
addition, it creates an Interagency
Task Force to Monitor and Combat
Trafficking in the Office of the Sec-
retary of State and directs the Sec-
retary to submit an annual report to
Congress on international trafficking.

The annual report would, among
other things, identify states engaged in
trafficking, the efforts of these states
to combat trafficking, and whether
their government officials are
complicit in the practice. Corrupt gov-
ernment or law enforcement officials
sometimes directly participate and
benefit in the trade of women and girls.
And, corruption also prevents prosecu-
tion of traffickers. U.S. police assist-
ance would be barred to countries
found not to have taken effective ac-
tion in ending the participation of
their officials in trafficking, and in in-
vestigating and prosecuting meaning-
fully their officials involved in traf-
ficking. A waiver is provided for the
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President if he finds that provision of
such assistance is in the national inter-
est.

On a national level, it ensures that
our immigration laws do not encourage
rapid deportation of trafficked women,
a practice which effectively insulates
traffickers from ever being prosecuted
for their crimes. Trafficking victims
are eligible for a nonimmigrant status
valid for three months. If the victim
pursues criminal or civil actions
against her trafficker, or if she pursues
an asylum claim, she is provided with
an extension of time. Further, it pro-
vides that trafficked women should not
be detained, but instead receive needed
services, safe shelter, and the oppor-
tunity to seek justice against their
abusers. Finally, my bill provides much
needed resources to programs assisting
trafficking victims here at home and
abroad.

We must commit ourselves to ending
the trafficking of women and girls and
to building a world in which such ex-
ploitation is relegated to the dark past.
I urge my colleagues to support the
International Trafficking of Women
and Children Protection Act of 1999.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

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

S. 600

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

SECTION 1. SHORT TITLE.

This Act may be cited as the “Inter-
national Trafficking of Women and Children
Victim Protection Act of 1999”".

SEC. 2. FINDINGS.

Congress makes the following findings:

(1) The worldwide trafficking of persons
has a disproportionate impact on women and
girls and has been and continues to be con-
demned by the international community as a
violation of fundamental human rights.

(2) The fastest growing international traf-
ficking business is the trade in women,
whereby women and girls seeking a better
life, a good marriage, or a lucrative job
abroad, unexpectedly find themselves in sit-
uations of forced prostitution, sweatshop
labor, exploitative domestic servitude, or
battering and extreme cruelty.

(3) Trafficked women and children, girls
and boys, are often subjected to rape and
other forms of sexual abuse by their traffick-
ers and often held as virtual prisoners by
their exploiters, made to work in slavery-
like conditions, in debt bondage without pay
and against their will.

(4) The President, the First Lady, the Sec-
retary of State, the President’s Interagency
Council on Women, and the Agency for Inter-
national Development have all identified
trafficking in women as a significant prob-
lem.

(5) The Fourth World Conference on
Women (Beijing Conference) called on all
governments to take measures, including
legislative measures, to provide better pro-
tection of the rights of women and girls in
trafficking, to address the root factors that
put women and girls at risk to traffickers,
and to take measures to dismantle the na-
tional, regional, and international networks
on trafficking.
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(6) The United Nations General Assembly,
noting its concern about the increasing num-
ber of women and girls who are being victim-
ized by traffickers, passed a resolution in
1998 calling upon all governments to crim-
inalize trafficking in women and girls in all
its forms and to penalize all those offenders
involved, while ensuring that the victims of
these practices are not penalized.

(7) Numerous treaties to which the United
States is a party address government obliga-
tions to combat trafficking, including such
treaties as the 1956 Supplementary Conven-
tion on the Abolition of Slavery, the Slave
Trade and Institutions and Practices Similar
to Slavery, which calls for the complete abo-
lition of debt bondage and servile forms of
marriage, and the 1957 Abolition of Forced
Labor Convention, which undertakes to sup-
press and requires signatories not to make
use of any forced or compulsory labor.

SEC. 3. PURPOSES.

The purposes of this Act are to condemn
and combat the international crime of traf-
ficking in women and children and to assist
the victims of this crime by—

(1) setting a standard by which govern-
ments are evaluated for their response to
trafficking and their treatment of victims;

(2) authorizing and funding an interagency
task force to carry out such evaluations and
to issue an annual report of its findings to
include the identification of foreign govern-
ments that tolerate or participate in traf-
ficking and fail to cooperate with inter-
national efforts to prosecute perpetrators;

(3) assisting trafficking victims in the
United States by providing humanitarian as-
sistance and by providing them temporary
nonimmigrant status in the United States;

(4) assisting trafficking victims abroad by
providing humanitarian assistance; and

(5) denying certain forms of United States
foreign assistance to those governments
which tolerate or participate in trafficking,
abuse victims, and fail to cooperate with
international efforts to prosecute perpetra-
tors.

SEC. 4. DEFINITIONS.

In this Act:

(1) POLICE ASSISTANCE.—The term ‘‘police
assistance”—

(A) means—

(i) assistance of any kind, whether in the
form of grant, loan, training, or otherwise,
provided to or for foreign law enforcement
officials, foreign customs officials, or foreign
immigration officials;

(ii) government-to-government sales of any
item to or for foreign law enforcement offi-
cials, foreign customs officials, or foreign
immigration officials; and

(iii) any license for the export of an item
sold under contract to or for the officials de-
scribed in clause (i); and

(B) does not include assistance furnished
under section 534 of the Foreign Assistance
Act of 1961 (22 U.S.C. 2346c; relating to the
administration of justice) or any other as-
sistance under that Act to promote respect
for internationally recognized human rights.

(2) TRAFFICKING.—The term ‘‘trafficking”
means the use of deception, coercion, debt
bondage, the threat of force, or the abuse of
authority to recruit, transport within or
across borders, purchase, sell, transfer, re-
ceive, or harbor a person for the purpose of
placing or holding such person, whether for
pay or not, in involuntary servitude, or slav-
ery or slavery-like conditions, or in forced,
bonded, or coerced labor.

(3) VICTIM OF TRAFFICKING.—The term ‘‘vic-
tim of trafficking” means any person sub-
jected to the treatment described in para-
graph (2).

SEC. 5. INTER-AGENCY TASK FORCE TO MONITOR
AND COMBAT TRAFFICKING.
(a) ESTABLISHMENT.—
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(1) IN GENERAL.—There is established with-
in the Department of State in the Office of
the Secretary of State an Inter-Agency Task
Force to Monitor and Combat Trafficking (in
this section referred to as the “Task
Force’). The Task Force shall be co-chaired
by the Assistant Secretary of State for De-
mocracy, Human Rights, and Labor Affairs
and the Senior Coordinator on International
Women’s Issues, President’s Interagency
Council on Women.

(2) APPOINTMENT OF MEMBERS.—The mem-
bers of the Task Force shall be appointed by
the Secretary of State. The Task Force shall
consist of no more than twelve members.

(3) ComposITION.—The Task Force shall in-
clude representatives from the—

(A) Violence Against Women Office, Office
of Justice Programs, Department of Justice;

(B) Office of Women in Development,
United States Agency for International De-
velopment; and

(C) Bureau of International Narcotics and
Law Enforcement Affairs, Department of
State.

(4) STAFF.—The Task Force shall be au-
thorized to retain up to five staff members
within the Bureau of Democracy, Human
Rights, and Labor Affairs, and the Presi-
dent’s Interagency Council on Women to pre-
pare the annual report described in sub-
section (b) and to carry out additional tasks
which the Task Force may require. The Task
Force shall regularly hold meetings on its
activities with nongovernmental organiza-
tions.

(b) ANNUAL REPORT TO CONGRESS.—Not
later than March 1 of each year, the Sec-
retary of State, with the assistance of the
Task Force, shall submit a report to Con-
gress describing the status of international
trafficking, including—

(1) a list of foreign states where trafficking
originates, passes through, or is a destina-
tion; and

(2) an assessment of the efforts by the gov-
ernments described in paragraph (1) to com-
bat trafficking. Such an assessment shall
address—

(A) whether any governmental authorities
tolerate or are involved in trafficking activi-
ties;

(B) which governmental authorities are in-
volved in anti-trafficking activities;

(C) what steps the government has taken
toward ending the participation of its offi-
cials in trafficking;

(D) what steps the government has taken
to prosecute and investigate those officials
found to be involved in trafficking;

(E) what steps the government has taken
to prohibit other individuals from partici-
pating in trafficking, including the inves-
tigation, prosecution, and conviction of indi-
viduals involved in trafficking, the criminal
and civil penalties for trafficking, and the ef-
ficacy of those penalties on reducing or end-
ing trafficking;

(F) what steps the government has taken
to assist trafficking victims, including ef-
forts to prevent victims from being further
victimized by police, traffickers, or others,
grants of stays of deportation, and provision
of humanitarian relief, including provision
of mental and physical health care and shel-
ter;

(G) whether the government is cooperating
with governments of other countries to ex-
tradite traffickers when requested;

(H) whether the government is assisting in
international investigations of transnational
trafficking networks; and

(1) whether the government—

(i) refrains from prosecuting trafficking
victims or refrains from other discrimina-
tory treatment towards trafficking victims
due to such victims having been trafficked,
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or the nature of their work, or their having
left the country illegally; and

(ii) recognizes the rights of victims and en-
sures their access to justice.

(c) REPORTING STANDARDS AND INVESTIGA-
TIONS.—

(1) RESPONSIBILITY OF THE SECRETARY OF
STATE.—The Secretary of State shall ensure
that United States missions abroad maintain
a consistent reporting standard and thor-
oughly investigate reports of trafficking.

(2) CONTACTS WITH NONGOVERNMENTAL OR-
GANIZATIONS.—In compiling data and assess-
ing trafficking for the Human Rights Report
and the Inter-Agency Task Force to Monitor
and Combat Trafficking Annual Report,
United States mission personnel shall seek
out and maintain contacts with human
rights and other nongovernmental organiza-
tions, including receiving reports and up-
dates from such organizations, and, when ap-
propriate, investigating such reports.

SEC. 6. INELIGIBILITY FOR POLICE ASSISTANCE.

(a) INELIGIBILITY.—EXcept as provided in
subsection (b), any foreign government coun-
try identified in the latest report submitted
under section 5 as a government that—

(1) has failed to take effective action to-
wards ending the participation of its officials
in trafficking; and

(2) has failed to investigate and prosecute
meaningfully those officials found to be in-
volved in trafficking,
shall not be eligible for police assistance.

(b) WAIVER OF INELIGIBILITY.—The Presi-
dent may waive the application of subsection
(a) to a foreign country if the President de-
termines and certifies to Congress that the
provision of police assistance to the country
is in the national interest of the United
States.

SEC. 7. PROTECTION OF TRAFFICKING VICTIMS.

(@) NONIMMIGRANT CLASSIFICATION FOR
TRAFFICKING VICTIMS.—Section 101(a)(15) of
the Immigration and Nationality Act (8
U.S.C. 1101(a)(15)) is amended—

(1) by striking ‘“‘or”” at the end of subpara-
graph (R);

(2) by striking the period at the end of sub-
paragraph (S) and inserting “‘; or’’; and

(3) by adding at the end the following new
subparagraph:

“(T) an alien who the Attorney General
determines—

“(i) is physically present in the United
States, and

‘(i) is or has been a trafficking victim (as
defined in section 4 of the International
Trafficking of Women and Children Victim
Protection Act of 1999),

for a stay of not to exceed 3 months in the
United States, except that any such alien
who has filed a petition seeking asylum or
who is pursuing civil or criminal action
against traffickers shall have the alien’s sta-
tus extended until the petition or litigation
reaches its conclusion.”.

(b) WAIVER OF GROUNDS FOR INELIGIBILITY
FOR ADMISSION.—Section 212(d) of the Immi-
gration and Nationality Act (8 U.S.C. 1182(d))
is amended—

(1) by inserting ‘(1) after ‘“(d)”’; and

(2) by adding at the end the following:

““(2) The Attorney General shall, in the At-
torney General’s discretion, waive the appli-
cation of subsection (a) (other than para-
graph (3)(E)) in the case of a nonimmigrant
described in section 101(a)(15)(T), if the At-
torney General considers it to be in the na-
tional interest to do so.”.

(c) INVOLUNTARY SERVITUDE.—Section 1584
of title 18, United States Code, is amended—

(1) inserting *““(a)’”’ before ‘““Whoever’’;

(2) by striking ““or’’ after ‘“‘servitude’’;

(3) by inserting ‘“‘transfers, receives or har-
bors any person into involuntary servitude,
or’ after “‘servitude,”’; and
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(4) by adding at the end the following:

“(b) In this section, the term ‘involuntary
servitude’ includes trafficking, slavery-like
practices in which persons are forced into
labor through non-physical means, such as
debt bondage, blackmail, fraud, deceit, isola-
tion, and psychological pressure.”.

(d) TRAFFICKING VICTIM REGULATIONS.—Not
later than 180 days after the date of enact-
ment of this Act, the Attorney General and
the Secretary of State shall jointly promul-
gate regulations for law enforcement person-
nel, immigration officials, and Foreign Serv-
ice officers requiring that—

(1) Federal, State and local law enforce-
ment, immigration officials, and Foreign
Service officers shall be trained in identify-
ing and responding to trafficking victims;

(2) trafficking victims shall not be jailed,
fined, or otherwise penalized due to having
been trafficked, or nature of work;

(3) trafficking victims shall have access to
legal assistance, information about their
rights, and translation services;

(4) trafficking victims shall be provided
protection if, after an assessment of security
risk, it is determined the trafficking victim
is susceptible to further victimization; and

(5) prosecutors shall take into consider-
ation the safety and integrity of trafficked
persons in investigating and prosecuting
traffickers.

SEC. 8. ASSISTANCE TO TRAFFICKING VICTIMS.

(@) IN THE UNITED STATES.—The Secretary
of Health and Human Services is authorized
to provide, through the Office of Refugee Re-
settlement, assistance to trafficking victims
and their children in the United States, in-
cluding mental and physical health services,
and shelter.

(b) IN OTHER COUNTRIES.—The President,
acting through the Administrator of the
United States Agency for International De-
velopment, is authorized to provide pro-
grams and activities to assist trafficking
victims and their children abroad, including
provision of mental and physical health serv-
ices, and shelter. Such assistance should give
special priority to programs by nongovern-
mental organizations which provide direct
services and resources for trafficking vic-
tims.

SEC. 9. AUTHORIZATION OF APPROPRIATIONS.

(a) AUTHORIZATION OF APPROPRIATIONS FOR
THE INTER-AGENCY TASk FORCE.—To carry
out the purposes of section 5, there are au-
thorized to be appropriated to the Secretary
of State $2,000,000 for fiscal year 2000 and
$2,000,000 for fiscal year 2001.

(b) AUTHORIZATION OF APPROPRIATIONS TO
THE SECRETARY OF HHS.—To carry out the
purposes of section 8(a), there are authorized
to be appropriated to the Secretary of Health
and Human Services $20,000,000 for fiscal year
2000 and $20,000,000 for fiscal year 2001.

(c) AUTHORIZATION OF APPROPRIATIONS TO
THE PRESIDENT.—To0 carry out the purposes
of section 8(b), there are authorized to be ap-
propriated to the President $20,000,000 for fis-
cal year 2000 and $20,000,000 for fiscal year
2001.

(d) PROHIBITION.—Funds made available to
carry out this Act shall not be available for
the procurement of weapons or ammunition.

By Mr. COCHRAN:

S. 601. A bill to improve the foreign
language assistance program; to the
Committee on Health, Education,
Labor, and Pensions.

FOREIGN LANGUAGE EDUCATION IMPROVEMENT
AMENDMENTS OF 1999

Mr. COCHRAN. Mr. President, today
I am introducing a bill to amend the
Foreign Language Assistance Program
which is administered under the Ele-
mentary and Secondary Education Act.
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The Foreign Language Education Im-
provement Amendments of 1999 make
changes that encourage and make pos-
sible the teaching of a second language
to students in elementary and second-
ary schools with limited resources—in
particular, those schools heavily im-
pacted by the unique problems of edu-
cating a high population of disadvan-
taged students.

My bill also provides schools an in-
centive to initiate foreign language
programs, promotes technology, dis-
tance learning, and other innovative
activities in the effective instruction
of a foreign language.

Recent research about the human
brain and language acquisition, which
we’ve heard a lot about in connection
to the teaching of reading and early
childhood development, revealed that
the ability to learn new languages is
highest between birth and age six.
“Windows of opportunity’” is how a
February 3, 1997, Time article described
this neurological function, which effec-
tively is open and pliable during the
early years of life and closes by the age
of ten.

We all know, from personal and other
practical experience, that of course,
people learn foreign languages beyond
the age of ten. But, the enlightening
fact of the research is that humans
learn languages easier, and best at an
early age.

The National School Boards Associa-
tion publication, School Board News,
printed an article in July, 1997 that de-
scribes early foreign language pro-
grams, and the benefits of learning lan-
guages early:

According to the Center for Applied Lin-
guistics (CAL) in Washington, D.C., the early
study of a second language offers many bene-
fits for students, including gains in academic
achievement, positive attitudes toward di-
versity, increased flexibility in thinking,
greater sensitivity to language, and a better
ear for listening and pronunciation. Foreign
language study also improves children’s un-
derstanding of their native language, in-
crease creativity, helps students get better
SAT scores, and increase their job opportuni-
ties.

The evidence shows that children
who learn foreign languages score high-
er in all academic subjects than those
who speak only English. Most devel-
oped countries recognize this and, ac-
cording to the National Foreign Lan-
guage Center, the United States is
alone in not teaching foreign languages
routinely before the age of twelve. Con-
gress recognized the need for foreign
language study when it passed Goals
2000 in 1994, making foreign language
acquisition an education priority.

In February of this year, the Center
for Applied Linguistics released the re-
sults of a U.S. Department of Edu-
cation funded survey of foreign lan-
guage teaching in preschool through
12th grade in the United States. The re-
sults show a rising awareness and in-
crease in the teaching of foreign lan-
guages, but in the 31 percent of elemen-
tary schools that offer foreign lan-
guage instruction, only 21 percent have
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proficiency as the goal of the program.
Among the most frequently cited prob-
lems facing foreign language programs
were inadequate funding, inadequate
in-service teacher training, teacher
shortages and a lack of sequencing
from elementary to secondary school.

This survey is a good snapshot of the
state of the teaching of foreign lan-
guages K-12 in our country. It can be
read as encouraging: that we know we
should be teaching languages earlier;
that more schools are attempting to
teach foreign languages; and that more
languages are being taught. It also
clearly shows where we need improve-
ment: that we need to show accom-
plishment in teaching our students for-
eign languages; that more schools need
to have the resources to offer the nec-
essary course work for attaining this
skill; and, that foreign languages
should be a priority.

The advantages of having foreign lan-
guage ability range from greater oppor-
tunities for college admission to fulfill-
ing national security needs. The Na-
tional Council for Languages and Inter-
national Studies found that the top at-
tainable skill cited as a determining
factor for likely college admission is
foreign language proficiency. There are
also social and cultural tolerance ad-
vantages that the National Council for
Languages and International Studies
and others cite, which most of us can
appreciate. According to a February
1998, USA Today survey, top executives
of America’s businesses cited a need for
and lack of foreign language skills
twice as great as any other skill in de-
mand.

The National Foreign Language Cen-
ter published a 1999 report titled, Lan-
guage and National Security for the
21st Century: The Federal Role in Sup-
porting National Language Capacity.
This report is very compelling in its re-
view of the need for military and civil-
ian personnel with foreign language ca-
pability, and the lack thereof in our
current and rising workforces. Here are
some quotes from that report:

For example, the admission of a DEA offi-
cial in September, 1997 that the agency lacks
sufficient Russian language expertise to
combat organized crime in groups from the
former Soviet Union indicates a shortfall in
supply of such expertise.

* * * * *

The Foreign Service reports that only 60%
of its billets requiring language are at
present filled, with waivers applied to the
other 35%.

* * * * *

Clearly, the academic system falls short in
producing speakers minimally qualified to
hold jobs requiring the use of foreign lan-
guage, which is why the federal language
programs exist and why the language train-
ing business in the private sector is so suc-
cessful.

The same report further explains
that the language training business is
estimated to be $20 billion internation-
ally. That is money spent by our gov-
ernment, our businesses and individ-
uals to teach adults a skill essential in
the global relationships of industry, di-
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plomacy, defense, and higher edu-
cation.

The evidence of need is great, and yet
there is a lack of sufficient foreign lan-
guage training at the K-12 level. We
have one program in the Elementary
and Secondary Education Act aimed at
providing incentives and giving grants
to schools for this purpose. It is a pro-
gram that is currently funded at just $5
million for a few matching grants in a
handful of states. However, the section
of this law providing a grant for
schools that offer foreign language in-
struction programs has never been
funded. A frustrating aspect of this
good program is that the schools in the
most need of the assistance can’t afford
the ante. My amendments establish a
50 percent set aside for schools serving
the most disadvantaged students, and
eliminates the matching share require-
ment for those schools. This bill also
increases the annual authorization for
the program from  $55,000,000 to
$75,000,000.

I hope that we will give greater at-
tention to this program when we make
funding decisions, so that schools with-
out the advantages of plentiful re-
sources can provide their students with
a high quality and competitive edu-
cation.

My amendments to the ESEA For-
eign Language Assistance Program will
provide new opportunities and encour-
agement to our school children, teach-
ers, and parents, so we can better meet
our global business challenges and na-
tional security needs.

By Mr. SHELBY (for himself, Mr.

BoND, Mr. COVERDELL, Mr.
HAGEL, Mr. KyL, Mr. BURNS,
Mr. GRAMM, Mr. ASHCROFT, Mr.
THOMAS, Mr. ABRAHAM, Mr.
GRASSLEY, Mr. HELMS, Mr.
INHOFE, Mr. SESSIONS, Mr.
GRAMS, Mr. COCHRAN, Mr.

HUTCHINSON and Ms. SNOWE):

S. 602. A bill to amend chapter 8 of
title 5, United States Code, to provide
for congressional review of any rule
promulgated by the Internal Revenue
Service that increases Federal Reve-
nue, and for other purposes; to the
Committee on Government Affairs.

THE STEALTH TAX PREVENTION ACT

Mr. SHELBY. Mr. President, | rise
today with my colleague Senator BOND,
to introduce the Stealth Tax Preven-
tion Act. Among the many powers
given to Congress by the Constitution
of the United States, the responsibility
of taxation is perhaps the most impor-
tant. The Founding Fathers rationale
behind bestowing this power to Con-
gress is that because, as elected rep-
resentative, Congress remains account-
able to the voters when they levy and
collect taxes. Politicians are rightly
held responsible to the public for pro-
ducing fair and prudent tax legislation.

Three years ago, Mr. President, Con-
gress passed the Congressional Review
Act, which provides that when a major
agency rule takes effect, Congress has
60 days to review it. During this time
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period, Congress has the option to pass
a disapproval resolution. If no such res-
olution is passed, the rule then goes
into effect.

As you know, Mr. President, the In-
ternal Revenue Service maintains an
enormous amount of power over the
lives and the livelihoods of the Amer-
ican taxpayers through their authority
to interpret the Tax Code. The Stealth
Tax Prevention Act, that Senator BoND
and | are introducing along with Mr.
COVERDELL, Mr. HAGEL, Mr. KyL, Mr.
BURNS, Mr. GRAMM, Mr. ASHCROFT, Mr.
THOMAS, Mr. ABRAHAM, Mr. GRASSLEY,
Mr. HELMS, Mr. INHOFE, Mr. SESSIONS,
Mr. GRAMS, Mr. COCHRAN, Mr. HUTCH-
INSON, and Ms. SNoweg, will expand the
definition of a major rule to include,
Mr. President, any IRS regulation
which increases Federal revenue. Why?
Because we need to return the author-
ity of taxation to the United States
Congress.

For example, if the Office of Manage-
ment and Budget finds that the imple-
mentation and enforcement of a rule
would result in an increase of Federal
revenues over current practices or rev-
enues anticipated from the rule on the
date of the enactment of the statute,
the Stealth Tax Prevention Act would
allow Congress to review the regula-
tions and take appropriate measures to
avoid raising taxes on hard working
Americans, in most cases, small busi-
nesses.

The discretionary authority of the
Internal Revenue Service exposes small
businesses, farmers, and others to the
sometimes arbitrary actions of bureau-
crats, thus creating an uncertain and,
under certain cases, hostile environ-
ment in which to conduct day-to-day
activities. Most of these people do not
have lobbyists that work for them
other than their elected Representa-
tives. The Stealth Tax Prevention Act
will be particularly helpful in lowering
the tax burden on small business which
suffers disproportionately, Mr. Presi-
dent, from IRS regulations. This bur-
den discourages the startup of new
firms and ultimately the creation of
new jobs in the economy, which has
really made America great today.

Americans are now paying a higher
share of their income to the Federal
government than at any time since the
end of World War Il. They, Mr. Presi-
dent, as you well know, pay State in-
come taxes. They pay property taxes.
On the way to work in the morning
they pay a gasoline tax when they fill
up their car, and a sales tax when they
buy a cup of coffee.

Allowing bureaucrats to increase
taxes even further, at their own discre-
tion through interpretation of the Tax
Code is unconscionable. The Stealth
Tax Prevention Act will leave tax pol-
icy where it belongs, to elected Mem-
bers of the Congress, not unelected and
unaccountable IRS bureaucrats.

Mr. BOND. Mr. President, today |
join my distinguished colleague from
Alabama, Senator SHELBY, in reintro-
ducing legislation, which we proudly
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offered in the 105th Congress and will
work to enact during the 106th Con-
gress. Our goal is to ensure that the
Treasury Department’s Internal Reve-
nue Service does not usurp the power
to tax—a power solely vested in Con-
gress by the U.S. Constitution. “The
Stealth Tax Prevention Act’” will en-
sure that the duly elected representa-
tives of the people, who are account-
able to the electorate for our actions,
will have discretion to exercise the
power to tax. This legislation is in-
tended to curb the ability of the Treas-
ury Department to bypass Congress by
proposing a tax increase without the
authorization or consent of Congress.

The Stealth Tax Prevention Act
builds on legislation passed unani-
mously by the Senate in the 104th Con-
gress. As Chairman of the Committee
on Small Business, | authored the
Small Business Regulatory Enforce-
ment Fairness Act—better known as
the Red Tape Reduction Act—to ensure
that small businesses are treated fairly
in agency rulemaking and enforcement
activities. Subtitle E of the Red Tape
Reduction Act provides that a final
rule issued by a Federal agency and
deemed a ‘““major rule’ by the Office of
Information and Regulatory Affairs of
the Office of Management and Budget
cannot go into effect for at least sixty
days. This delay is to provide Congress
with a window during which we can re-
view the rule and its impact, allowing
time for Congress to consider whether
a resolution of disapproval should be
enacted to strike down the regulation.
To become effective, the resolution
must pass both the House and Senate
and be signed into law by the President
or enacted as the result of a veto over-
ride.

Later this month, | will commemo-
rate the third anniversary of the Red
Tape Reduction Act’s enactment by
highlighting the progress made to date
and the obstacles small businesses con-
tinue to face primarily due to agency
noncompliance. Because of the IRS’
significant impact on the activities of
small businesses, the Service’s imple-
mentation of the Red Tape Reduction
Act and the Regulatory Flexibility Act
is of utmost importance to the Com-
mittee on Small Business.

The bill Senator SHELBY and | intro-
duce today amends this law to provide
that any rule issued by the Treasury
Department’s Internal Revenue Service
that will result in a tax increase—any
increase—will be deemed a major rule
by OIRA and, consequently, not go into
effect for at least 60 days. This proce-
dural safeguard will ensure that the
Department of the Treasury and its In-
ternal Revenue Service cannot make
an end-run around Congress, as it at-
tempted with the ‘“‘stealth tax’ it pro-
posed on January 13, 1997.

In that case, the IRS issued a pro-
posal that is tantamount to a tax in-
crease on businesses structured as lim-
ited liability companies. The IRS pro-
posed to disqualify a taxpayer from
being considered as a limited partner if
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he or she “‘participates in the partner-
ship’s trade or business for more than
500 hours during a taxable year” or is
involved in a ‘‘service” partnership,
such as lawyers, accountants, engi-
neers, architects, and health-care pro-
viders.

The IRS alleges that its proposal
merely interprets section 1402(a)(13) of
the Internal Revenue Code, providing
clarification, when in actuality it is a
tax increase regulatory fiat. Under the
IRS proposal, disqualification as a lim-
ited partner will result in a tax in-
crease on income from both capital in-
vestments as well as earnings of the
partnership. The effect will be to add
the self-employment tax (12.4% for so-
cial security and 2.9% for Medicare) to
income from investments as well as
earnings for limited partners who
under current rules can exclude such
income from the self employment tax.

Under the bill introduced today, this
tax increase on limited partners, if
later issued as a final rule, could not go
into effect for at least 60 days following
its publication in the Federal Register.
This window, which coincides with
issuance of a report by the Comptroller
General, would allow Congress the op-
portunity to review the rule and vote
on a resolution to disapprove the tax
increase before it is applied to a single
taxpayer.

The Stealth Tax Prevention Act
strengthens the Red Tape Reduction
Act and the vital procedural safeguards
it provides to ensure that small busi-
nesses are not burdened unnecessarily
by new Federal regulations. Congress
enacted the 1996 provisions to strength-
en the effectiveness of the Regulatory
Flexibility Act, a law which had been
ignored too often by government agen-
cies, especially the Internal Revenue
Service. Three of the top recommenda-
tions of the 1995 White House Con-
ference on Small Business sought re-
forms to the way government regula-
tions are developed and enforced, and
the Red Tape Reduction Act passed the
Senate without a single dissenting vote
on its way to being signed into law on
March 29, 1996. Despite the inclusion of
language in the 1996 amendments that
expressly addresses coverage of IRS in-
terpretative rules, the IRS continues
to bypass compliance with the Regu-
latory Flexibility Act.

As 18 of my Senate colleagues and |
advised Secretary Rubin in an April 9,
1997, letter, the proposed IRS regula-
tion on limited-partner taxation is pre-
cisely the type or rule for which a reg-
ulatory flexibility analysis should be
done. Although, on its face, the rule-
making seeks merely to ‘‘define a lim-
ited partner’” or to ‘‘eliminate uncer-
tainty’” in determining net earnings
from self-employment, the real effect
of the rule would be to raise taxes by
executive fiat and expand substantially
the spirit and letter of the underlying
statute. The rule also seeks to impose
on small businesses a burdensome new
recordkeeping and collection of infor-
mation requirement that would affect
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millions of limited partners and mem-
bers of limited liability companies. The
IRS proposed this ‘‘stealth” tax in-
crease with the knowledge that Con-
gress declined to adopt a similar tax
increase in the Health Security Act
proposed in 1994—a provision that the
Congressional Joint Committee on
Taxation estimated in 1994 would have
resulted in a tax increase of approxi-
mately $500 million per year.

The Stealth Tax Prevention Act
would remove any incentive for the
Treasury Department to underestimate
the cost imposed by an IRS proposed or
final rule in an effort to skirt the Ad-
ministration’s regulatory review proc-
ess or its obligations under the Regu-
latory Flexibility Act. By amending
the definition of ‘““major rule’” under
the Congressional Review Act, which is
Subtitle E of the Red Tape Reduction
Act, we ensure that an IRS rule that
imposes a tax increase will be a major
rule, whether or not it has an esti-
mated annual effect on the economy of
$100,000,000. Our amendment does not
change the trigger for a regulatory
flexibility analysis, which still will be
required if a proposed rule would have
““a significant economic impact on a
substantial number of small entities.”
We believe the heightened scrutiny of
IRS regulations called for by this legis-
lation will provide an additional incen-
tive for the Treasury Department’s In-
ternal Revenue Service to meet all of
its procedural obligations under the
Reg Flex Act and the Red Tape Reduc-
tion Act.

I urge my colleagues to join us in
supporting this important legislation
to ensure that the IRS neither usurps
the proper role of Congress—nor skirts
its obligations to identify the impact
of its proposed and final rules. When
the Department of the Treasury issues
a final IRS rule that increases taxes,
Congress should have the ability to ex-
ercise its discretion to enact a resolu-
tion of disapproval before the rule is
applicable to a single taxpayer. The
Stealth Tax Prevention Act Senator
SHELBY and | introduce today provides
that opportunity.

By Mr. SHELBY:

S. 603. A bill to promote competition
and greater efficiency of airlines to en-
sure the rights of airline passengers, to
provide for full disclosure to those pas-
sengers, and for other purposes; to the
Committee on Commerce, Science, and
Transportation.

AIRLINE DEREGULATION AND DISCLOSURE ACT
OF 1999

Mr. SHELBY. Mr. President, the leg-
islation that abolished the Civil Aero-
nautics Board in 1978 and deregulated
the airline industry has been a huge
success. Americans are flying more,
and more Americans are flying; at the
same time, air fares have dropped and
air travel has become safer. The aver-
age price of an airline ticket has de-
creased approximately 33 percent in
real terms since market forces replaced
the whims of federal bureaucrats in
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setting fares. The number of passengers
flying domestic routes has more than
doubled to approximately 600 million
annually. It is not surprising, then,
that air travel is no longer an exclusive
privilege of the elite and today is ac-
cessible to most Americans.

While deregulation of the airline in-
dustry overall has yielded the benefits
that free markets promise, there are
growing pains. As the number of air
passengers increases, so has the num-
ber of consumer complaints against air
carriers. Some members of Congress
have concluded that competition does
not work for commercial aviation.
They have stepped forward with pro-
posals to reimpose federal control over
air fares and carrier routes, to offer
taxpayer subsidies to fledgling air car-
riers to compete against industry goli-
aths, or to levy a variety of new fines
that would add to the Department of
Transportation’s duty the role of meter
maid. We should be wary of any such
effort to reintroduce the heavy hand of
government under the auspices of pro-
tecting airline passengers.

Mr. President, lets not rush to throw
out the baby with the bath water and
undo twenty years of unprecedented
growth and consumer savings under de-
regulation. Now is the time to reinvig-
orate competition in the air passenger
market, even if the air carriers do not
welcome it. The best way to increase
competition is to regulate less, not
more. Regulations that serve as bar-
riers to the commercial aviation mar-
ket should be removed. Regulations
that promote the division of the mar-
ketplace into regional cartels should
be abandoned. Regulations and FAA
management practices that delay the
installation of new technology that fa-
cilitates competition should be stream-
lined.

I believe that we can also increase
competition in the airline industry by
providing the traveling public with
more useful information and by giving
consumers ownership of the commodity
they have purchased—their seat on an
airplane. Today, I am introducing leg-
islation that will provide passengers
with greater information about their
air fare and flight and with greater
flexibility over unused or partially
used fares.

The price of an airline ticket is as
much a mystery as the Pyramids or
the Hanging Gardens. In fact, The New
York Times reported that on a single
flight, passengers paid 27 different
fares, ranging from $87 to $728. We
should not adopt any measure that dis-
courage air carriers from discounting
fares or that chill the benefits airline
consumers are now receiving. Air car-
riers, however, should not be allowed
to continue bait-and-switch advertis-
ing. If an air carrier offers a discounted
fare, my bill permits all passengers to
make a confirmed reservation at that
same price for a twenty-four hour pe-
riod.

Under my bill, consumers will get
more ticket and flight information.
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Airlines will be required to notify pas-
sengers about flight delays, cancella-
tions, or diversions. Air carriers must
also disclose if the passenger will be
traveling on a carrier other than the
one from whom the consumer pur-
chased the ticket or if the flight will
require the passenger to change planes.

At the same time, my bill will ensure
that air carriers are penalized for can-
celing flights, bumping passengers, and
holding travelers hostage on board an
aircraft with inpunity. Whenever an
airline passenger is unable to make a
flight, the passenger will have the op-
portunity to board a similar flight on a
standby basis. Whenever an airline can-
cels a flight for their convenience, it
will have to offer to compensate each
passenger. Whenever an airline keeps
passengers on board an aircraft that
sits on the tarmac for more than two
hours, it will have to offer to com-
pensate each passenger.

The Airline Deregulation Act of 1978
started a revolution in the airline in-
dustry, a revolution that according to
a Brookings Institution study has ben-
efitted consumers by $18.4 billion. That
revolution is unfinished. | want to take
the next step and promote new com-
petition in the passenger aviation mar-
ketplace. My bill does this by taking
away much of the mystery associated
with flying.

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

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

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

SECTION 1. SHORT TITLE.

This Act may be cited as the ““Airline De-
regulation and Disclosure Act of 1999"".

SEC. 2. AIRLINE PASSENGER PROTECTION.

(a) IN GENERAL.—Subchapter | of chapter
417 of title 49, United States Code, is amend-
ed by adding at the end the following:
“8§41716. Air carrier passenger protection

““(a) DELAY, CANCELLATION, OR DIVERSION.—

““(1) EXPLANATION OF DELAY, CANCELLATION,
OR DIVERSION REQUIRED.—AN announcement
by an air carrier of a delay or cancellation of
a flight, or a diversion of a flight to an air-
port other than the airport at which the
flight is scheduled to land, shall include an
explanation of each reason for the delay,
cancellation, or diversion.

““(2) PROHIBITION ON FALSE OR MISLEADING
EXPLANATIONS.—NoO air carrier shall provide
an explanation under paragraph (1) that the
air carrier knows or has reason to know is
false or misleading.

““(3) DELAYS AFTER ENPLANING OR BEFORE
DEPLANING.—

“(A) IN GENERAL.—Except as provided in
subparagraph (B), no air carrier may require
a passenger on a flight of that air carrier to
remain onboard an aircraft for a period
longer than 2 hours after—

‘(i) the passenger enplaned, in any case in
which the aircraft has not taken flight from
the airport during that period; or

“(ii) the aircraft has landed at an airport,
if the aircraft remains in that airport with-
out taking flight.

“(B) ELECTION.—A passenger described in
subparagraph (A) may remain onboard an
aircraft described in clause (i) or (ii) of that
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subparagraph for a period longer than the
applicable period described in that subpara-
graph, if, not later than the end of that 2-
hour period—

‘(i) the air carrier offers the passenger an
opportunity to deplane with a full refund of
air fare; and

““(ii) the passenger declines that offer.””.

“‘(b) ECONOMIC CANCELLATIONS.—

““(1) NONSAFETY CANCELLATIONS.—If, on the
date a flight of an air carrier is scheduled,
the carrier cancels the flight for any reason
other than safety, the carrier shall provide
to each passenger that purchased air trans-
portation on the flight a refund of the
amount paid for the air transportation.

““(2) CANCELLATIONS FOR SAFETY.—A can-
cellation for safety is a cancellation made by
reason of—

“(A) an insufficient number of crew mem-
bers;

““(B) weather;

““(C) a mechanical problem; or

‘(D) any other matter that prevents—

‘(i) the safe operation of the flight; or

“(ii) the flight from operating in accord-
ance with applicable regulations of the Fed-
eral Aviation Administration.

‘‘(c) CoDE SHARING.—AnN air carrier, foreign
air carrier, or ticket agent may sell air
transportation in the United States for a
flight that bears a designator code of a car-
rier other than the carrier that will provide
the air transportation, only if the carrier or
ticket agent selling the air transportation
first informs the person purchasing the air
transportation that the carrier providing the
air transportation will be a carrier other
than the carrier whose designator code is
used to identify the flight.

“(d) MuULTIPLE FLIGHTS.—AN air carrier,
foreign air carrier, or ticket agent that sells
air transportation in the United States that
requires taking flights on more than 1 air-
craft shall be required to provide notifica-
tion on a ticket, receipt, or itinerary pro-
vided to the purchaser of that air transpor-
tation that the passenger shall be required
to change aircraft.

““(e) AIR CARRIER PRICING POLICIES.—AnN air
carrier may not—

““(1) prohibit a person (including a govern-
mental entity) that purchases air transpor-
tation from only using a portion of the air
transportation purchased (including using
the air transportation purchased only for 1-
way travel instead of round-trip travel); or

““(2) assess an additional fee or charge for
using only a portion of that purchased air
transportation to be paid by—

“(A) that person; or

“(B) any ticket agent that sold the air
transportation to that person.

“(f) EQUITABLE FARES; FREQUENT FLYER
PROGRAM AWARDS.—

‘(1) REDUCED FARES.—Subject to paragraph
(2), if an air carrier makes seats available on
a specific date at a reduced fare, that air car-
rier shall be required to make available air
transportation at that reduced fare for any
passenger that requests a seat at that re-
duced fare during a 24-hour period beginning
with the initial offering of that reduced fare.

“(2) LIMITATION.—

“(A) IN GENERAL.—AN air carrier shall not
be required under paragraph (1) to make a
seat available for a route at a reduced fare,
if providing that seat at that fare would re-
sult in the air carrier being unable to pro-
vide, for the 24-hour period specified in that
paragraph, the applicable historic average
number of seats offered at an unreduced fare
for the route, as determined under subpara-
graph (B).

“(B) HISTORIC AVERAGE.—With respect to a
route, the historic average number of seats
offered at an unreduced fare for the route is
the average number of seats offered at an un-
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reduced fare per day by an air carrier for
flights scheduled on that route during the 24-
month period preceding the 24-hour period
specified in paragraph (1).

““(3) STANDBY USE OF TICKETS.—AnN air car-
rier shall permit an individual to use a tick-
et (or equivalent electronic record) issued by
that air carrier on a standby basis for any
flight that has the same origin and destina-
tion as are indicated on that ticket (or
equivalent electronic record).

‘“(4) FREQUENT FLYER PROGRAM AWARDS.—

“(A) IN GENERAL.—Subject to subparagraph
(C), in a manner consistent with applicable
requirements of a frequent flyer program, if
an air carrier makes any seat available on a
specific date for use by a person redeeming
an award under that frequent flyer program
on any route in air transportation provided
by the air carrier, that air carrier shall, to
the extent practicable during the 24-hour pe-
riod beginning with the redemption of that
award—

‘(i) redeem any other award under that
frequent flyer program for air transportation
on that route; and

‘“(ii) make a seat available for the person
who redeems that other award on a flight on
that route.

‘“(B) STANDBY USE OF FREQUENT FLYER PRO-
GRAM AWARDS.—AnN air carrier shall permit
an individual to redeem a ticket (or equiva-
lent electronic record) acquired through a
frequent flyer award on a standby basis for
any flight that has the same origin and des-
tination as are indicated on that ticket (or
equivalent electronic record).

“(C) LIMITATION.—

‘(i) IN GENERAL.—AnN air carrier shall not
be required under subparagraph (A) to make
a seat available for a route for use by a per-
son redeeming a frequent flyer award, if pro-
viding that seat to that person would result
in the air carrier being unable to provide, for
the 24-hour period specified in that para-
graph, the applicable historic average num-
ber of seats offered at an unreduced fare for
the route, as determined under clause (ii).

““(if) HISTORIC AVERAGE.—With respect to a
route, the historic average number of seats
offered at an unreduced fare for the route is
the average number of seats offered at an un-
reduced fare per day by an air carrier for
flights scheduled on that route during the 24-
month period preceding the 24-hour period
specified in subparagraph (A).

““(g) AcCcess TO ALL FARESs.—Each air car-
rier operating in the United States shall
make information concerning all fares for
air transportation charged by that air car-
rier available to the public, through—

‘(1) computer-based technology; and

““(2) means other than computer-based
technology.”.

(b) PENALTIES.—Section 46301(a)(1)(A) of
title 49, United States Code, is amended by
striking ‘“‘or 41715 of this title”” and inserting
‘“, 41715, or 41716 of this title™.

(c) CONFORMING AMENDMENT.—The table of
sections for chapter 417 of title 49, United
States Code, is amended by inserting after
the item relating to section 41715 the follow-
ing:

*“41716. Air carrier passenger protection.”.

ADDITIONAL COSPONSORS

S. 98

At the request of Mr. McCaIN, the
names of the Senator from Kentucky
(Mr. McCONNELL), the Senator from
Missouri (Mr. ASHCROFT), the Senator
from Colorado (Mr. ALLARD), and the
Senator from Florida (Mr. MACK) were
added as cosponsors of S. 98 a bill to
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authorize appropriations for the Sur-
face Transportation Board for fiscal
years 1999, 2000, 2001, and 2002, and for
other purposes.
S. 172
At the request of Mr. MOYNIHAN, the
name of the Senator from Rhode Island
(Mr. REED) was added as a cosponsor of
S. 172, a bill to reduce acid deposition
under the Clean Air Act, and for other
purposes.
S. 249
At the request of Mr. HATCH, the
name of the Senator from Missouri
(Mr. ASHCROFT) was added as a cospon-
sor of S. 249, a bill to provide funding
for the National Center for Missing and
Exploited Children, to reauthorize the
Runaway and Homeless Youth Act, and
for other purposes.
S. 261
At the request of Mr. SPECTER, the
names of the Senator from Utah (Mr.
HATCH) and the Senator from Min-
nesota (Mr. WELLSTONE) were added as
cosponsors of S. 261, a bill to amend the
Trade Act of 1974, and for other pur-
poses.
S. 306
At the request of Mr. FRIST, the
names of the Senator from Tennessee
(Mr. THOMPSON) and the Senator from
North Carolina (Mr. EDWARDS) were
added as cosponsors of S. 306, a bill to
regulate commercial air tours overfly-
ing the Great Smokey Mountains Na-
tional Park, and for other purposes.
S. 336
At the request of Mr. LEVIN, the
name of the Senator from Connecticut
(Mr. LIEBERMAN) was added as a co-
sponsor of S. 336, a bill to curb decep-
tive and misleading games of chance
mailings, to provide Federal agencies
with additional investigative tools to
police such mailings, to establish addi-
tional penalties for such mailings, and
for other purposes.
S. 346
At the request of Mr. HUTCHINSON,
the name of the Senator from New
Mexico (Mr. DOMENICI) was added as a
cosponsor of S. 346, a bill to amend
title XIX of the Social Security Act to
prohibit the recoupment of funds re-
covered by States from one or more to-
bacco manufacturers.
S. 499
At the request of Mr. FRIST, the
name of the Senator from Mississippi
(Mr. COoCHRAN) was added as a cospon-
sor of S. 499, a bill to establish a con-
gressional commemorative medal for
organ donors and their families.
S. 537
At the request of Mr. LUGAR, the
name of the Senator from Mississippi
(Mr. CocHRAN) was added as a cospon-
sor of S. 537, a bill to amend the Inter-
nal Revenue Code of 1986 to adjust the
exemption amounts used to calculate
the individual alternative minimum
tax for inflation since 1993.
S. 542
At the request of Mr. ABRAHAM, the
name of the Senator from Missouri
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