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In his last report to the IRS Over-
sight Board, former Commissioner
Rossotti identified corporate tax shel-
ters as one of the top problems facing
the IRS. To combat this growing prob-
lem, the bill includes measures to
crack down on the proliferation of tax
shelters. The purpose of these provi-
sions is to reinforce the Treasury de-
partment’s administrative enforcement
regime. A key element of the Service’s
enforcement regime is their ability to
detect potentially abusive trans-
actions. Thus, the bill promotes disclo-
sure of such transactions through a
framework of increased penalties and
limited defenses in the event of non-
disclosure.

The legislation also clarifies the judi-
cially created doctrine of economic
substance and imposes a new 40 percent
strict-liability penalty for those trans-
actions that fail this new requirement.
Clarification of the economic sub-
stance doctrine requires that the tax-
payer establish that (1) The trans-
action changes in a meaningful way,
apart from the Federal income tax con-
sequences, the taxpayer’s economic po-
sition, (2) the taxpayer has a substan-
tial non-tax purpose of entering into
the transaction, and (3) the transaction
is a reasonable means of accomplishing
such non-tax purpose.

In addition to cracking down on po-
tentially abusive transactions, our bill
will shut down known abusive trans-
actions. Last year, at the request of
the Chairman and Ranking Members of
the Senate Committee on Finance, the
Joint Committee on Taxation inves-
tigated Enron’s tax returns. One of the
areas on which the Joint Committee
focused was the tax shelter arrange-
ments, offshore entities, and special
purposes entities that Enron used to
reduce its tax liability. The Joint Com-
mittee issued its report on this inves-
tigation on February 13, 2003 and in-
cluded recommendations for shutting
down some of the tax shelters used by
the company. This legislation includes
those recommendations.

The legislation also eliminates incen-
tives in our tax code that encourage in-
dividuals and corporations to renounce
their U.S. citizenship to avoid paying
U.S. tax. For individuals, the legisla-
tion generally subjects U.S. citizens
who relinquish their U.S. citizenship
and certain long-term U.S. residents
who terminate their U.S. residence to
tax on the net unrealized gain in their
property as if such property were sold
at fair market value on the day before
the expatriation or residency termi-
nation. Only a gain in excess of
$600,000, $1.2 million for a married cou-
ple, is subject to tax.

The legislation also establishes new
rules to thwart efforts by some U.S.
corporations to reincorporate in a for-
eign country in order to avoid paying
U.S. tax. These proposals are identical
to legislation passed previously by the
Senate.

There is one additional, and crucial,
benefit of our legislation. It will not
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slow down the current conference nego-
tiations on legislations extending the
child credit expansion to low-income
families. As my colleagues know, legis-
lation resolving this matter has passed
both the House and Senate and the dif-
ferences between the two bills must be
reconciled. It is important for that leg-
islation to get resolved as soon as pos-
sible so that the IRS has ample time to
send checks out to these families this
summer. Some have suggested that res-
olution of the sales tax issue—a matter

not included in either the House or
Senate bill—be attached to the child
credit bill. | fear that such an attempt

would further complicate resolution of
that important legislation.

I hope our colleagues will look upon
this legislation in the spirit with which
it is offered. It is fundamentally unfair
that for the past seventeen years the
residents of our States have faced high-
er Federal income tax liabilities than
their fellow citizens living in other
States. We feel that we have structured
our legislation in a manner that cor-
rects this inequity without jeopard-
izing the tax benefits available to resi-
dents of other States. Furthermore,
the bill is fiscally responsible and im-
proves the tax system by making it
more difficult for those who would use
tax shelters and other devices to lower
their taxes.e

———

AMENDMENTS SUBMITTED &
PROPOSED

SA 1317. Mr. BYRD (for himself and Ms.
STABENOW) proposed an amendment to the
bill H.R. 2555, making appropriations for the
Department of Homeland Security for the
fiscal year ending September 30, 2004, and for
other purposes.

————
TEXT OF AMENDMENTS

SA 1317. Mr. BYRD (for himself and
Ms. STABENOw) proposed an amend-
ment to the bill H.R. 2555, making ap-
propriations for the Department of
Homeland Security for the fiscal year
ending September 30, 2004, and for
other purposes; as follows:

On page 75, Line 6, insert the following:
TITLE VII—FULFILLING HOMELAND
SECURITY PROMISES
OFFICE OF THE UNDER SECRETARY FOR BORDER
AND TRANSPORTATION SECURITY
CUSTOMS AND BORDER PROTECTION

For an additional amount for ‘‘Customs
and Border Protection’, $238,500,000, to re-
main available until December 31, 2004, of
which not less than $100,000,000 shall be for
border ports-of-entry infrastructure im-
provements, and not less than $138,500,000
shall be for staffing at the northern border.
TRANSPORTATION SECURITY ADMINISTRATION

AVIATION SECURITY

For additional amounts for necessary ex-
penses of the Transportation Security Ad-
ministration related to aviation security
services pursuant to Public Law 107-71 and
Public Law 107-296 and for other purposes,
$100,000,000, to remain available until ex-
pended, for air cargo security.
TRANSPORTATION SECURITY ADMINISTRATION

MARITIME AND LAND SECURITY

For additional amounts for necessary ex-

penses of the Transportation Security Ad-
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ministration related to maritime and land
transportation security services pursuant to
Public Law 107-71 and Public Law 107-296 and
for other purposes, $532,000,000 to remain
available until December 31, 2004, of which
not less than $57,000,000 shall be available for
grants to public transit agencies in urban-
ized areas for enhancing the security of tran-
sit facilities against chemical, biological and
other terrorist threats, not less than
$460,000,000 shall be for shortfalls pursuant to
Public Law 108-10, for port security grants
for the purpose of implementing the provi-
sions of the Maritime Transportation Secu-
rity Act, and not less than $15,000,000 for
inter-city bus security grants for enhancing
inter-city bus and facility protection against
terrorists threats.
UNITED STATES COAST GUARD
OPERATING EXPENSES

For an additional amount for ‘“‘Operating
Expenses’’, $70,000,000, to remain available
until December 31, 2004, of which not less
than $70,000,000 shall be for costs pursuant to
Public Law 107-295 for implementing the
Maritime Transportation Security Act in-
cluding those costs associated with the re-
view of vessel and facility security plans and
the development of area security plans.

OFFICE FOR DOMESTIC PREPAREDNESS

For additional amounts for the ‘‘Office for
Domestic Preparedness,’”” $729,500,000: Pro-
vided, That of the amount made available
under this heading: $250,000,000 shall be avail-
able for grants pursuant to section 1014 of
the USA PATRIOT Act of 2001 (42 U.S.C.
3711); $250,000,000 shall be for discretionary
grants for use in high-threat urban areas, as
determined by the Secretary of Homeland
Security; $79,500,000 shall be for interoper-
able communications equipment; $150,000,000,
to remain available through December 31,
2004, shall be for programs authorized by sec-
tion 33 of the Federal Fire Prevention and
Control Act of 1974 (15 U.S.C. 2201 et seq.).

OFFICE OF THE UNDER SECRETARY FOR
INFORMATION

ANALYSIS AND INFRASTRUCTURE PROTECTION

For an additional amount for the ““Office of
the Under Secretary for Information Anal-
ysis and Infrastructure Protection”,
$80,000,000, to remain available until Decem-
ber 31, 2004, for chemical facility security as-
sessments.

———

AUTHORITY FOR COMMITTEES TO
MEET

COMMITTEE ON GOVERNMENTAL AFFAIRS

Mr. FRIST. Mr. President, | ask
unanimous consent that the Com-
mittee on Governmental Affairs’ Sub-
committee on Financial Management,
the Budget, and International Security
be authorized to meet on Monday, July
21 at 2 p.m. for a hearing titled, ‘““Over-
sight Hearing on Government Spon-
sored Enterprises: The Risks and Bene-
fits to Consumers.”

———

PRIVILEGE OF THE FLOOR

Mr. BENNETT. Mr. President, | ask
unanimous consent that the following
Appropriations Committee staff mem-
bers and intern be granted the privilege
of the floor for the consideration of the
fiscal year 2004 Homeland Security ap-
propriations bill and any votes that
may occur in relation thereto: Les
Spivey, Rachelle Schroeder, Carol
Cribbs, James Hayes, Josh Manley, and
Elizabeth Ferriday Mansel.
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