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to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2618. Mr. SANTORUM submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2619. Mrs. HUTCHISON submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2620. Ms. SNOWE (for herself and Mr. 
SCHUMER) submitted an amendment intended 
to be proposed by her to the bill S. 2020, 
supra; which was ordered to lie on the table. 

SA 2621. Ms. SNOWE submitted an amend-
ment intended to be proposed by her to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2622. Ms. MURKOWSKI (for herself and 
Mr. STEVENS) submitted an amendment in-
tended to be proposed by her to the bill S. 
2020, supra; which was ordered to lie on the 
table. 

SA 2623. Mr. DURBIN (for himself and Mr. 
OBAMA) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra. 

SA 2624. Mr. LEAHY (for himself, Mr. BEN-
NETT, Mr. DOMENICI, Mr. SCHUMER, Mr. KEN-
NEDY, Mr. BINGAMAN, Mr. LIEBERMAN, Mr. 
JOHNSON, Mr. WARNER, Mr. SANTORUM, and 
Mr. COLEMAN) submitted an amendment in-
tended to be proposed by him to the bill S. 
2020, supra; which was ordered to lie on the 
table. 

SA 2625. Mr. NELSON of Nebraska (for 
himself, Mr. DEWINE, and Ms. COLLINS) pro-
posed an amendment to the bill S. 2020, 
supra. 

SA 2626. Mr. REED (for himself, Mr. KEN-
NEDY, Mr. SCHUMER, Mr. KOHL, Mr. ROCKE-
FELLER, Mr. KERRY, Mr. CARPER, Mr. LEAHY, 
Mr. DAYTON, Mr. LIEBERMAN, and Ms. 
STABENOW) proposed an amendment to the 
bill S. 2020, supra. 

SA 2627. Mr. GRAHAM submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2628. Mr. LEVIN (for himself, Mr. COLE-
MAN, and Mr. OBAMA) submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2629. Mr. DAYTON (for himself and Mr. 
SALAZAR) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra. 

SA 2630. Mr. SCHUMER (for himself and 
Mr. WYDEN) submitted an amendment in-
tended to be proposed by him to the bill S. 
2020, supra; which was ordered to lie on the 
table. 

SA 2631. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2632. Mr. LOTT (for himself and Mr. 
BAUCUS) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra; which was ordered to lie on the table. 

SA 2633. Mr. LOTT submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra. 

SA 2634. Mrs. BOXER (for herself and Mr. 
SCHUMER) submitted an amendment intended 
to be proposed by her to the bill S. 2020, 
supra. 

SA 2635. Mr. SCHUMER (for himself and 
Mrs. FEINSTEIN) proposed an amendment to 
the bill S. 2020, supra. 

SA 2636. Mr. INHOFE submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2637. Mr. COLEMAN (for himself and 
Mr. PRYOR) submitted an amendment in-
tended to be proposed by him to the bill S. 

2020, supra; which was ordered to lie on the 
table. 

SA 2638. Mr. BUNNING submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2639. Mr. ROCKEFELLER submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2640. Mr. ROCKEFELLER submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2641. Mr. BINGAMAN submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2642. Mr. BINGAMAN (for himself, Mr. 
KERRY, and Ms SNOWE) submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra. 

SA 2643. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2644. Ms. LANDRIEU submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2645. Mr. COLEMAN (for himself and 
Mr. PRYOR) submitted an amendment in-
tended to be proposed by him to the bill S. 
2020, supra; which was ordered to lie on the 
table. 

SA 2646. Ms. MURKOWSKI submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2647. Mr. GRASSLEY (for himself and 
Mr. BAUCUS) proposed an amendment to the 
bill S. 2020, supra. 

SA 2648. Mr. ROBERTS submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2649. Mr. MARTINEZ (for himself and 
Mr. NELSON, of Florida) submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2650. Mr. FEINGOLD (for himself, Mr. 
CONRAD, Mr. CHAFEE, Mr. OBAMA, and Mr. 
SALAZAR) proposed an amendment to the bill 
S. 2020, supra. 

SA 2651. Mr. SUNUNU proposed an amend-
ment to the bill S. 2020, supra. 

SA 2652. Mrs. LINCOLN (for herself, Ms. 
SNOWE, Mr. OBAMA, and Mr. ROCKEFELLER) 
submitted an amendment intended to be pro-
posed by her to the bill S. 2020, supra. 

SA 2653. Mr. BAUCUS (for Mr. REID (for 
himself, Mr. KERRY, Mr. LAUTENBERG, Ms. 
SNOWE, Mr. SALAZAR, Mr. BINGAMAN, Mr. 
JEFFORDS, Mr. BAYH, Mrs. CLINTON, Mr. HAR-
KIN, Mrs. FEINSTEIN, and Ms. COLLINS)) pro-
posed an amendment to the bill S. 2020, 
supra. 

SA 2654. Mr. GRASSLEY proposed an 
amendment to the bill S. 2020, supra. 

SA 2655. Mr. CRAIG (for himself and Mr. 
ROCKEFELLER) submitted an amendment in-
tended to be proposed by him to the bill S. 
2020, supra. 

SA 2656. Ms. SNOWE (for herself and Ms. 
COLLINS) submitted an amendment intended 
to be proposed by her to the bill S. 2020, 
supra; which was ordered to lie on the table. 

SA 2657. Mr. ROCKEFELLER (for himself, 
Mr. HATCH, Mr. BOND, Ms. MIKULSKI, Mr. 
LOTT, Ms. SNOWE, and Mrs. FEINSTEIN) sub-
mitted an amendment intended to be pro-
posed by him to the bill S. 2020, supra; which 
was ordered to lie on the table. 

SA 2658. Mr. DAYTON submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra. 

SA 2659. Mr. LAUTENBERG submitted an 
amendment intended to be proposed by him 

to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2660. Mr. DODD (for himself and Ms. MI-
KULSKI) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra; which was ordered to lie on the table. 

SA 2661. Mr. DAYTON submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2662. Ms. COLLINS submitted an 
amendment intended to be proposed by her 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2663. Mr. HATCH submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2664. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the 
bill S. 2020, supra; which was ordered to lie 
on the table. 

SA 2665. Mr. HARKIN (for himself and Mr. 
OBAMA) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra. 

SA 2666. Mr. PRYOR (for himself and Mr. 
COLEMAN) submitted an amendment intended 
to be proposed by him to the bill S. 2020, 
supra; which was ordered to lie on the table. 

SA 2667. Ms. SNOWE (for herself, Mr. 
BINGAMAN, Ms. COLLINS, and Mr. REED) pro-
posed an amendment to the bill S. 2020, 
supra. 

SA 2668. Mr. DORGAN submitted an 
amendment intended to be proposed by him 
to the bill S. 2020, supra; which was ordered 
to lie on the table. 

SA 2669. Ms. LANDRIEU (for herself and 
Mr. VITTER) proposed an amendment to the 
bill S. 2020, supra. 

SA 2670. Mr. GRASSLEY (for himself and 
Mr. BAUCUS) proposed an amendment to the 
bill S. 2020, supra. 

SA 2671. Mr. FRIST (for Mr. ENZI) proposed 
an amendment to the bill S. 1418, to enhance 
the adoption of a nationwide inter operable 
health information technology system and 
to improve the quality and reduce the costs 
of health care in the United States. 

f 

TEXT OF AMENDMENTS 

SA 2598. Mr. LAUTENBERG sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

At the end of title IV, insert the following: 
SEC. ll. COMPUTATION OF LIMITS ON IRA AND 

ROTH IRA CONTRIBUTIONS. 
(a) CERTAIN WAGE REPLACEMENT INCOME 

TREATED AS COMPENSATION.— 
(1) WAGE REPLACEMENT INCOME.—Section 

219(f) (relating to other definitions and spe-
cial rules) is amended by adding at the end 
the following new paragraph: 

‘‘(8) TREATMENT OF CERTAIN WAGE REPLACE-
MENT INCOME AS COMPENSATION.— 

‘‘(A) IN GENERAL.—Notwithstanding para-
graph (1), applicable wage replacement in-
come not otherwise treated as compensation 
shall be treated as compensation for pur-
poses of this section. 

‘‘(B) APPLICABLE WAGE REPLACEMENT IN-
COME.—For purposes of this paragraph, the 
term ‘applicable wage replacement income’ 
means any amount received by an indi-
vidual— 

‘‘(i) as the result of the individual having 
become disabled, 

‘‘(ii) as unemployment compensation (as 
defined in section 85(b)), 
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‘‘(iii) under workmen’s compensation acts, 

or 
‘‘(iv) which constitutes wage replacement 

income under regulations prescribed by the 
Secretary.’’ 

(2) CERTAIN EXCLUDABLE AMOUNTS MAY BE 
TAKEN INTO ACCOUNT FOR PURPOSES OF ROTH 
IRAS.—Section 408A(c)(2) (relating to con-
tribution limit) is amended by adding at the 
end the following new flush sentence: 
‘‘In determining the maximum amount 
under subparagraph (A), subsections (b)(1)(B) 
and (c) of section 219 shall be applied by tak-
ing into account compensation described in 
section 219(f)(8) without regard to whether it 
is includible in gross income.’’ 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after December 31, 2004. 

(b) COMPUTATION OF MAXIMUM IRA DEDUC-
TION FOR ROTH IRAS USING COMPENSATION 
FROM 2 PRECEDING TAXABLE YEARS.— 

(1) IN GENERAL.—Section 408A(c) (relating 
to treatment of contributions) is amended by 
adding at the end the following new para-
graph: 

‘‘(8) COMPENSATION FROM PRECEDING 2 
YEARS MAY BE TAKEN INTO ACCOUNT.— 

‘‘(A) IN GENERAL.—A taxpayer may elect 
for purposes of paragraph (2) to take into ac-
count any unused compensation from the 2 
taxable years immediately preceding the 
taxable year. 

‘‘(B) UNUSED COMPENSATION.—For purposes 
of this paragraph, the term ‘unused com-
pensation’ means with respect to an indi-
vidual for any taxable year the compensa-
tion includible in the individual’s gross in-
come for the taxable year reduced by the 
sum of— 

‘‘(i) the amount allowed as a deduction 
under 219(a) to such individual for such tax-
able year, 

‘‘(ii) the amount of any designated non-
deductible contribution (as defined in sec-
tion 408(o)) on behalf of such individual for 
such taxable year, 

‘‘(iii) the amount of any contribution on 
behalf of such individual to a Roth IRA 
under this section for such taxable year, and 

‘‘(iv) the amount of compensation includ-
ible in such individual’s gross income for 
such taxable year taken into account under 
section 219(c) in determining the limitation 
under section 219 or paragraph (2) for the in-
dividual’s spouse. 

‘‘(C) APPLICATION TO SPECIAL RULE FOR 
MARRIED INDIVIDUALS.—Under rules pre-
scribed by the Secretary, in applying section 
219(c) for any taxable year for purposes of ap-
plying paragraph (2)(A), unused compensa-
tion of an individual or an individual’s 
spouse for the 2 taxable years immediately 
preceding the taxable year may be taken 
into account.’’ 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to tax-
able years beginning after December 31, 2004, 
but unused compensation for taxable years 
beginning before January 1, 2005, may be 
taken into account for taxable years begin-
ning after December 31, 2004. 

SA 2599. Mr. CONRAD (for himself, 
Mr. DORGAN, and Mr. SMITH) submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
SEC. ll. EXTENSION OF FULL CREDIT FOR 

QUALIFIED ELECTRIC VEHICLES. 
(A) IN GENERAL.—Section 30(b) (relating to 

limitations) is amended by striking para-

graph (2) and by redesignating paragraph (3) 
as paragraph (2). 

(b) EFFECTIVE DATE.—The amendments 
made by subsection (a) shall apply to taxable 
years beginning after December 31, 2005. 

SA 2600. Mr. SHELBY proposed an 
amendment to the bill S. 467, to extend 
the applicability of the Terrorism Risk 
Insurance Act of 2002; as follows: 

Modify section 3(c)(2) of the bill to read as 
follows: 

(2) CONFORMING AMENDMENT.—Section 
102(12)(A) of the Terrorism Risk Insurance 
Act of 2002 (15 U.S.C. 6701 note; 116 Stat. 2326) 
is amended by striking ‘‘surety insurance’’ 
and inserting ‘‘directors and officers liability 
insurance’’. 

SA 2601. Mr. NELSON of Florida (for 
himself, Mr. DORGAN, Mr. LEAHY, Mr. 
SCHUMER, Mr. DAYTON, Ms. STABENOW, 
Mr. KOHL, Mrs. MURRAY, Mr. OBAMA, 
Mrs. CLINTON, Ms. LANDRIEU, Mr. HAR-
KIN, and Mr. DURBIN) submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. PROTECTION FOR MEDICARE BENE-

FICIARIES WHO ENROLL IN THE 
PRESCRIPTION DRUG BENEFIT DUR-
ING 2006. 

(a) EXTENDED PERIOD OF OPEN ENROLLMENT 
DURING ALL OF 2006 WITHOUT LATE ENROLL-
MENT PENALTY.—Section 1851(e)(3)(B) of the 
Social Security Act (42 U.S.C. 1395w– 
21(e)(3)(B)) is amended— 

(1) in clause (iii), by striking ‘‘May 15, 
2006’’ and inserting ‘‘December 31, 2006’’; and 

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

‘‘An individual making an election during 
the period beginning on November 15, 2006, 
and ending on December 15, 2006, shall speci-
fy whether the election is to be effective 
with respect to 2006 or with respect to 2007 
(or both).’’. 

(b) ONE-TIME CHANGE OF PLAN ENROLLMENT 
FOR MEDICARE PRESCRIPTION DRUG BENEFIT 
DURING ALL OF 2006.— 

(1) IN GENERAL.—Section 1851(e) of the So-
cial Security Act (42 U.S.C. 1395w–21(e)) is 
amended— 

(A) in paragraph (2)(B)— 
(i) in the heading, by striking ‘‘FOR FIRST 6 

MONTHS’’; 
(ii) in clause (i)— 
(I) by striking ‘‘the first 6 months of 2006’’ 

and inserting ‘‘2006’’; and 
(II) by striking ‘‘the first 6 months during 

2006’’ and inserting ‘‘2006’’; and 
(iii) in clause (ii), by inserting ‘‘(other than 

during 2006)’’ after ‘‘paragraph (3)’’; and 
(B) in paragraph (4), by striking ‘‘2006’’ and 

inserting ‘‘2007’’ each place it appears. 
(2) CONFORMING AMENDMENT.—Section 

1860D–1(b)(1)(B)(iii) of the Social Security 
Act (42 U.S.C. 1395w–101(b)(1)(B)(iii)) is 
amended by striking ‘‘subparagraphs (B) and 
(C) of paragraph (2)’’ and inserting ‘‘para-
graph (2)(C)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the Medicare 
Prescription Drug, Improvement, and Mod-
ernization Act of 2003 (Public Law 108–173). 

SA 2602. Mr. CONRAD proposed an 
amendment to the bill S. 2020, to pro-
vide for reconciliation pursuant to sec-
tion 202(b) of the concurrent resolution 

on the budget for fiscal year 2006; as 
follows: 

Strike all after the enacting clause and in-
sert the following: 
SECTION 1. SHORT TITLE; AMENDMENT OF 1986 

CODE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Fiscal Responsibility Act of 2005’’. 
(b) AMENDMENT OF 1986 CODE.—Except as 

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

(c) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows: 
Sec. 1. Short title; amendment of 1986 Code; 

table of contents. 
TITLE I—TAX BENEFITS FOR AREAS AF-

FECTED BY HURRICANES KATRINA, 
RITA, AND WILMA 
Subtitle A—Gulf Recovery Zone Benefits 

Sec. 101. Gulf Recovery Zone benefits. 
Sec. 102. Expansion of Hope Scholarship and 

Lifetime Learning Credit for 
students in the Gulf Recovery 
Zone. 

Sec. 103. Extension of special rules for mort-
gage revenue bonds. 

Subtitle B—Tax Benefits Related to 
Hurricanes Rita and Wilma 

Sec. 111. Extension of certain emergency tax 
relief for Hurricane Katrina to 
Hurricanes Rita and Wilma. 

TITLE II—EXTENSION OF EXPIRING 
PROVISIONS 

Sec. 201. Extension and increase in min-
imum tax relief to individuals. 

Sec. 202. Allowance of nonrefundable per-
sonal credits against regular 
and minimum tax liability. 

Sec. 203. Election to deduct State and local 
sales taxes in lieu of State and 
local income taxes. 

Sec. 204. Tuition deduction. 
Sec. 205. Extension and modification of re-

search credit. 
Sec. 206. Extension and modifications to 

work opportunity credit and 
welfare-to-work credit. 

Sec. 207. Qualified zone academy bonds. 
Sec. 208. Deduction for certain expenses of 

school teachers. 
Sec. 209. Tax incentives for investment in 

the District of Columbia. 
Sec. 210. Indian employment tax credit. 
Sec. 211. Accelerated depreciation for busi-

ness property on Indian res-
ervation. 

Sec. 212. Extension and expansion of chari-
table contribution allowed for 
scientific property used for re-
search and for computer tech-
nology and equipment used for 
educational purposes. 

Sec. 213. Expensing of brownfields remedi-
ation costs. 

Sec. 214. Extension of full credit for quali-
fied electric vehicles. 

Sec. 215. Fifteen-year straight-line cost re-
covery for qualified leasehold 
improvements and qualified 
restaurant improvements. 

Sec. 216. Application of EGTRRA sunset to 
this title. 

TITLE III—REVENUE PROVISIONS 
Subtitle A—Provisions Relating to Tax 

Shelters 
Sec. 301. Clarification of economic substance 

doctrine. 
Sec. 302. Penalty for understatements at-

tributable to transactions lack-
ing economic substance, etc. 
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Sec. 303. Denial of deduction for interest on 

underpayments attributable to 
noneconomic substance trans-
actions. 

Sec. 304. Modifications of effective dates of 
leasing provisions of the Amer-
ican Jobs Creation Act of 2004. 

Sec. 305. Revaluation of LIFO inventories of 
large integrated oil companies. 

Sec. 306. Modification of effective date of ex-
ception from suspension rules 
for certain listed and reportable 
transactions. 

Sec. 307. Doubling of certain penalties, fines, 
and interest on underpayments 
related to certain offshore fi-
nancial arrangements. 

Sec. 308. Penalty for aiding and abetting the 
understatement of tax liability. 

Subtitle B—Provisions to Close Corporate 
and Individual Loopholes 

Sec. 311. Tax treatment of inverted entities. 
Sec. 312. Grant of Treasury regulatory au-

thority to address foreign tax 
credit transactions involving 
inappropriate separation of for-
eign taxes from related foreign 
income. 

Sec. 313. Treatment of contingent payment 
convertible debt instruments. 

Sec. 314. Application of earnings stripping 
rules to partners which are cor-
porations. 

Sec. 315. Denial of deduction for certain 
fines, penalties, and other 
amounts. 

Sec. 316. Disallowance of deduction for puni-
tive damages. 

Sec. 317. Limitation of employer deduction 
for certain entertainment ex-
penses. 

Sec. 318. Imposition of mark-to-market tax 
on individuals who expatriate. 

Sec. 319. Modification of exclusion for citi-
zens living abroad. 

Sec. 320. Limitation on annual amounts 
which may be deferred under 
nonqualified deferred com-
pensation arrangements. 

Sec. 321. Increase in age of minor children 
whose unearned income is taxed 
as if parent’s income. 

Subtitle C—Oil and Gas Provisions 
Sec. 331. Extension of superfund taxes. 
Sec. 332. Modifications of foreign tax credit 

rules applicable to dual capac-
ity taxpayers. 

Sec. 333. Rules relating to foreign oil and 
gas income. 

Sec. 334. Modification of credit for pro-
ducing fuel from a nonconven-
tional source. 

Sec. 335. Elimination of amortization of geo-
logical and geophysical expend-
itures for major integrated oil 
companies. 

Subtitle D—Tax Administration Provisions 
Sec. 341. Imposition of withholding on cer-

tain payments made by govern-
ment entities. 

Sec. 342. Increase in certain criminal pen-
alties. 

Sec. 343. Repeal of suspension of interest 
and certain penalties where 
Secretary fails to contact tax-
payer. 

Sec. 344. Increase in penalty for bad checks 
and money orders. 

Sec. 345. Frivolous tax submissions. 
Sec. 346. Partial payments required with 

submission of offers-in-com-
promise. 

Sec. 347. Waiver of user fee for installment 
agreements using automated 
withdrawals. 

Sec. 348. Termination of installment agree-
ments. 

Subtitle E—Additional Provisions 
Sec. 351. Modification of individual esti-

mated tax safe harbor. 
Sec. 352. Loan and redemption requirements 

on pooled financing require-
ments. 

Sec. 353. Reporting of interest on tax-ex-
empt bonds. 

TITLE I—TAX BENEFITS FOR AREAS AF-
FECTED BY HURRICANES KATRINA, 
RITA, AND WILMA 
Subtitle A—Gulf Recovery Zone Benefits 

SEC. 101. GULF RECOVERY ZONE BENEFITS. 
(a) IN GENERAL.—Chapter 1 is amended by 

adding at the end the following new sub-
chapter: 

‘‘Subchapter Z—Hurricane Relief Benefits 
‘‘Sec. 1400N. Definitions. 
‘‘Sec. 1400O. Tax benefits for Gulf Recovery 

Zone. 
‘‘SEC. 1400N. DEFINITIONS. 

‘‘For purposes of this subchapter— 
‘‘(1) GULF RECOVERY ZONE.—The term ‘Gulf 

Recovery Zone’ means that portion of the 
Hurricane Katrina disaster area determined 
by the President to warrant individual or in-
dividual and public assistance from the Fed-
eral Government under the Robert T. Staf-
ford Disaster Relief and Emergency Assist-
ance Act by reason of Hurricane Katrina. 

‘‘(2) HURRICANE KATRINA DISASTER AREA.— 
The term ‘Hurricane Katrina disaster area’ 
means an area with respect to which a major 
disaster has been declared by the President 
before September 14, 2005, under section 401 
of such Act by reason of Hurricane Katrina. 

‘‘(3) RITA ZONE.—The term ‘Rita Zone’ 
means that portion of the Hurricane Rita 
disaster area determined by the President to 
warrant individual or individual and public 
assistance from the Federal Government 
under such Act by reason of Hurricane Rita. 

‘‘(4) HURRICANE RITA DISASTER AREA.—The 
term ‘Hurricane Rita disaster area’ means an 
area with respect to which a major disaster 
has been declared by the President before Oc-
tober 6, 2005, under section 401 of such Act by 
reason of Hurricane Rita. 

‘‘(5) WILMA ZONE.—The term ‘Wilma Zone’ 
means that portion of the Hurricane Wilma 
disaster area determined by the President to 
warrant individual or individual and public 
assistance from the Federal Government 
under such Act by reason of Hurricane 
Wilma. 

‘‘(6) HURRICANE WILMA DISASTER AREA.—The 
term ‘Hurricane Wilma disaster area’ means 
an area with respect to which a major dis-
aster has been declared by the President be-
fore October 25, 2005, under section 401 of 
such Act by reason of Hurricane Wilma. 
‘‘SEC. 1400O. TAX BENEFITS FOR GULF RECOVERY 

ZONE. 
‘‘(a) SPECIAL ALLOWANCE FOR CERTAIN 

PROPERTY ACQUIRED AFTER AUGUST 27, 
2005.— 

‘‘(1) ADDITIONAL ALLOWANCE.—In the case of 
any qualified Gulf Recovery Zone property— 

‘‘(A) the depreciation deduction provided 
by section 167(a) for the taxable year in 
which such property is placed in service shall 
include an allowance equal to 50 percent of 
the adjusted basis of such property, and 

‘‘(B) the adjusted basis of the qualified 
Gulf Recovery Zone property shall be re-
duced by the amount of such deduction be-
fore computing the amount otherwise allow-
able as a depreciation deduction under this 
chapter for such taxable year and any subse-
quent taxable year. 

‘‘(2) QUALIFIED GULF RECOVERY ZONE PROP-
ERTY.—For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘qualified Gulf 
Recovery Zone property’ means property— 

‘‘(i)(I) which is described in section 
168(k)(2)(A)(i), or 

‘‘(II) which is nonresidential real property 
or residential rental property, 

‘‘(ii) substantially all of the use of which is 
in the Gulf Recovery Zone and is in the ac-
tive conduct of a trade or business by the 
taxpayer in such Zone, 

‘‘(iii) the original use of which in the Gulf 
Recovery Zone commences with the taxpayer 
after August 27, 2005, 

‘‘(iv) which is acquired by the taxpayer by 
purchase (as defined in section 179(d)) after 
August 27, 2005, but only if no written bind-
ing contract for the acquisition was in effect 
before August 28, 2005, and 

‘‘(v) which is placed in service by the tax-
payer on or before the termination date. 

The term ‘termination date’ means Decem-
ber 31, 2007 (December 31, 2008, in the case of 
nonresidential real property and residential 
rental property). 

‘‘(B) EXCEPTIONS.— 
‘‘(i) ALTERNATIVE DEPRECIATION PROP-

ERTY.—The term ‘qualified Gulf Recovery 
Zone property’ shall not include any prop-
erty described in section 168(k)(2)(D)(i). 

‘‘(ii) TAX-EXEMPT BOND-FINANCED PROP-
ERTY.—Such term shall not include any prop-
erty any portion of which is financed with 
the proceeds of any obligation the interest 
on which is exempt from tax under section 
103. 

‘‘(iii) QUALIFIED REVITALIZATION BUILD-
INGS.—Such term shall not include any 
qualified revitalization building with respect 
to which the taxpayer has elected the appli-
cation of paragraph (1) or (2) of section 
1400I(a). 

‘‘(iv) ELECTION OUT.—For purposes of this 
subsection, rules similar to the rules of sec-
tion 168(k)(2)(D)(iii) shall apply. 

‘‘(C) SPECIAL RULES.—For purposes of this 
subsection, rules similar to the rules of sec-
tion 168(k)(2)(E) shall apply, except that— 

‘‘(i) clause (i) thereof shall be applied by 
substituting ‘after August 27, 2005, and before 
the termination date (as defined in section 
1400O(a)(2))’ for ‘after September 10, 2001, and 
before January 1, 2005’, 

‘‘(ii) clauses (ii), (iii), and (iv) thereof shall 
be applied by substituting ‘August 27, 2005’ 
for ‘September 10, 2001’ each place it appears, 
and 

‘‘(iii) clause (iv) thereof shall be applied by 
substituting ‘qualified Gulf Recovery Zone 
property’ for ‘qualified property’. 

‘‘(D) ALLOWANCE AGAINST ALTERNATIVE MIN-
IMUM TAX.—For purposes of this subsection, 
rules similar to the rules of section 
168(k)(2)(G) shall apply. 

‘‘(3) RECAPTURE.—For purposes of this sub-
section, rules similar to the rules under sec-
tion 179(d)(10) shall apply with respect to any 
qualified Gulf Recovery Zone property which 
ceases to be qualified Gulf Recovery Zone 
property. 

‘‘(b) INCREASE IN EXPENSING UNDER SECTION 
179.— 

‘‘(1) IN GENERAL.—For purposes of section 
179— 

‘‘(A) the $100,000 amount in section 179(b)(1) 
for the taxable year shall be increased by the 
lesser of— 

‘‘(i) $100,000, or 
‘‘(ii) the cost of section 179 property (as de-

fined in section 179(d)) which is qualified 
Gulf Recovery Zone property placed in serv-
ice during the taxable year, and 

‘‘(B) the $400,000 amount in section 179(b)(2) 
for the taxable year shall be increased by the 
lesser of— 

‘‘(i) $600,000, or 
‘‘(ii) the cost of section 179 property (as so 

defined) which is qualified Gulf Recovery 
Zone property placed in service during the 
taxable year. 

‘‘(2) QUALIFIED GULF RECOVERY ZONE PROP-
ERTY.—For purposes of this subsection, the 
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term ‘qualified Gulf Recovery Zone property’ 
has the meaning given such term by sub-
section (a)(2). 

‘‘(3) COORDINATION WITH EMPOWERMENT 
ZONES AND RENEWAL COMMUNITIES.—For pur-
poses of sections 1397A and 1400J, qualified 
Gulf Recovery Zone property shall not be 
treated as qualified zone property or quali-
fied renewal property for any taxable year, 
unless the taxpayer elects not to have this 
subsection apply to all such qualified Gulf 
Recovery Zone property placed in service by 
the taxpayer during the taxable year. 

‘‘(4) RECAPTURE.—Rules similar to the 
rules under section 179(d)(10) shall apply with 
respect to any qualified Gulf Recovery Zone 
property which ceases to be Gulf Recovery 
Zone property. 

‘‘(c) TAX-EXEMPT BOND FINANCING.— 
‘‘(1) IN GENERAL.—For purposes of this 

title, any qualified Gulf Recovery Zone Bond 
shall be treated as a qualified bond. 

‘‘(2) QUALIFIED GULF RECOVERY ZONE 
BOND.—For purposes of this subsection, the 
term ‘qualified Gulf Recovery Zone Bond’ 
means any bond issued as part of an issue 
if— 

‘‘(A) except as provided in paragraph (4), 
such bond meets the applicable requirements 
of part IV of subchapter B of this chapter, 

‘‘(B) such bond is issued by the State of 
Alabama, Louisiana, or Mississippi (or any 
political subdivision thereof), 

‘‘(C) the Governor of such State designates 
such bond for purposes of this section, and 

‘‘(D) such bond is issued after the date of 
the enactment of this section and before 
January 1, 2011. 

‘‘(3) LIMITATION ON AGGREGATE AMOUNT OF 
BONDS DESIGNATED.—The maximum aggre-
gate face amount of bonds which may be des-
ignated under this subsection shall not ex-
ceed the product of $2,500 multiplied by the 
portion of the State population which is in 
the Gulf Recovery Zone (as determined on 
the basis of the most recent census estimate 
of resident population released by the Bu-
reau of Census before August 28, 2005). 

‘‘(4) SPECIAL RULES.—In applying this title 
to any qualified Gulf Recovery Zone Bond, 
the following modifications shall apply: 

‘‘(A) Section 143 (relating to mortgage rev-
enue bonds: qualified mortgage bond and 
qualified veterans’ mortgage bond) shall be 
applied— 

‘‘(i) by treating any residence in the Gulf 
Recovery Zone as a targeted area residence, 

‘‘(ii) by applying subsection (f)(3) without 
regard to subparagraph (A) thereof, and 

‘‘(iii) by substituting ‘$150,000’ for ‘$15,000’ 
in subsection (k)(4) thereof. 

‘‘(B) Section 146 (relating to volume cap) 
shall not apply. 

‘‘(C) Section 57(a)(5) shall not apply. 
‘‘(5) SEPARATE ISSUE TREATMENT OF POR-

TIONS OF AN ISSUE.—This subsection shall not 
apply to the portion of an issue which (if 
issued as a separate issue) would be treated 
as a qualified bond or as a bond that is not 
a private activity bond (determined without 
regard to paragraph (1)), if the issuer elects 
to so treat such portion. 

‘‘(d) ADVANCE REFUNDINGS OF CERTAIN TAX- 
EXEMPT BONDS.— 

‘‘(1) IN GENERAL.—With respect to a bond 
described in paragraph (2) issued as part of 
an issue 90 percent (95 percent in the case of 
a bond described in paragraph (2)(B)) or more 
of the net proceeds (as defined in section 
150(a)(3)) of which were used to finance facili-
ties located within the Gulf Recovery Zone 
(or property which is functionally related 
and subordinate to facilities located within 
the Gulf Recovery Zone), one additional ad-
vanced refunding after the date of the enact-
ment of this section and before January 1, 
2007, shall be allowed under the applicable 
rules of section 149(d) if— 

‘‘(A) the chief executive officer of the 
issuer of the bond designates the advance re-
funding bond for purposes of this subsection, 
and 

‘‘(B) the requirements of paragraph (3) are 
met. 

‘‘(2) BONDS DESCRIBED.—A bond is described 
in this paragraph if such bond was out-
standing on August 27, 2005, and is— 

‘‘(A) a State or local bond (as defined in 
section 103(c)(1)) other than a private activ-
ity bond (as defined in section 141(a)) issued 
by the State of Alabama, Louisiana, or Mis-
sissippi (or any political subdivision there-
of), or 

‘‘(B) a qualified 501(c)(3) bond (as defined in 
section 145(a)) issued by or on behalf of any 
such State or political subdivision. 

‘‘(3) ADDITIONAL REQUIREMENTS.—The re-
quirements of this paragraph are met with 
respect to any advance refunding of a bond 
described in paragraph (2) if— 

‘‘(A) no advance refundings of such bond 
would be allowed under any provision of law 
after August 27, 2005, 

‘‘(B) the advance refunding bond is the 
only other outstanding bond with respect to 
the refunded bond, and 

‘‘(C) the requirements of section 148 are 
met with respect to all bonds issued under 
this subsection. 

‘‘(e) LOW-INCOME HOUSING CREDIT.— 
‘‘(1) INCREASE IN STATE HOUSING CREDIT 

CEILING.— 
‘‘(A) IN GENERAL.—In the case of the State 

of Alabama, Louisiana, or Mississippi— 
‘‘(i) the amount otherwise determined 

under subclause (I) of section 42(h)(3)(C)(ii) 
for each calendar year beginning after 2005 
and before 2010 shall be increased by an 
amount equal to 3 times the dollar amount 
otherwise specified for such calendar year 
under such subclause multiplied by the State 
population located in the Gulf Recovery 
Zone (as determined on the basis of the most 
recent census estimate of resident popu-
lation released by the Bureau of Census be-
fore August 28, 2005), and 

‘‘(ii) the unused State housing credit ceil-
ing for such State for any calendar year 
under section 42(h)(3)(C)(i) shall be deter-
mined without regard to the amount of the 
increase determined under clause (i). 

‘‘(B) ELECTIVE CARRYFORWARD OF UNUSED 
INCREASED CEILING.— 

‘‘(i) IN GENERAL.—If the amount deter-
mined under section 42(h)(3)(C)(ii)(I), as in-
creased under subparagraph (A)(i), for any 
calendar year for any State described in sub-
paragraph (A) exceeds the aggregate housing 
credit dollar amount allocated during such 
calendar year by such State, such State may 
elect to treat as a carryforward to the fol-
lowing calendar year an amount equal to 
lesser of— 

‘‘(I) the amount of such excess, or 
‘‘(II) the amount by which the amount de-

termined under section 42(h)(3)(C)(ii)(I) for 
such calendar year was increased under sub-
paragraph (A)(i)). 

‘‘(ii) USE OF CARRYFORWARD.—If any State 
elects a carryforward under clause (i), any 
housing credit dollar amount allocated by 
such State during the calendar year fol-
lowing the calendar year in which the 
carryforward arose shall not be considered so 
allocated for purposes of section 42(h)(3)(C) 
and section 42(h)(3)(D) to the extent such 
housing credit dollar amount does not exceed 
the amount of the carryforward elected. 

‘‘(2) DIFFICULT DEVELOPMENT AREA.— 
‘‘(A) IN GENERAL.—For purposes of section 

42— 
‘‘(i) in the case of property placed in serv-

ice during 2006, 2007, or 2008, the Gulf Recov-
ery Zone— 

‘‘(I) shall be treated as a difficult develop-
ment area designated under subclause (I) of 
section 42(d)(5)(C)(iii), and 

‘‘(II) shall not be taken into account for 
purposes of applying the limitation under 
subclause (II) of such section, and 

‘‘(ii) subsection (b)(2)(B) thereof shall be 
applied with respect to any such property 
placed in service in the Gulf Recovery Zone 
by substituting ‘91 percent’ and ‘39 percent’ 
for ‘70 percent’ and ‘30 percent’, respectively. 

‘‘(B) APPLICATION.—Subparagraph (A) shall 
apply only to— 

‘‘(i) housing credit dollar amounts allo-
cated during the period beginning on Janu-
ary 1, 2006, and ending on December 31, 2008, 
and 

‘‘(ii) buildings placed in service during 
such period to the extent that paragraph (1) 
of section 42(h) does not apply to any build-
ing by reason of paragraph (4) thereof, but 
only with respect to bonds issued after De-
cember 31, 2005. 

‘‘(f) TREATMENT OF REPRESENTATIONS RE-
GARDING INCOME ELIGIBILITY FOR PURPOSES 
OF QUALIFIED RESIDENTIAL RENTAL PROJECT 
REQUIREMENTS.—For purposes of determining 
if any residential rental project meets the 
requirements of section 142(d)(1) and if any 
certification with respect to such project 
meets the requirements under section 
142(d)(7), the operator of the project may rely 
on the representations of any individual ap-
plying for tenancy in such project that such 
individual’s income will not exceed the ap-
plicable income limits of section 142(d)(1) 
upon commencement of the individual’s ten-
ancy if such tenancy begins during the 6- 
month period beginning on and after the 
date such individual was displaced by reason 
of Hurricane Katrina. 

‘‘(g) APPLICATION OF NEW MARKETS TAX 
CREDIT TO INVESTMENTS IN COMMUNITY DE-
VELOPMENT ENTITIES SERVING GULF RECOV-
ERY ZONE.—For purposes of section 45D— 

‘‘(1) a qualified community development 
entity shall be eligible for an allocation 
under subsection (f)(2) thereof of the increase 
in the new markets tax credit limitation de-
scribed in paragraph (2) only if a significant 
mission of such entity is the recovery and re-
development of the Gulf Recovery Zone, 

‘‘(2) the new markets tax credit limitation 
otherwise determined under subsection (f)(1) 
thereof shall be increased by an amount 
equal to— 

‘‘(A) $300,000,000 for 2005 and 2006, to be al-
located among qualified community develop-
ment entities to make qualified low-income 
community investments within the Gulf Re-
covery Zone, and 

‘‘(B) $400,000,000 for 2007, to be so allocated, 
and 

‘‘(3) subsection (f)(3) thereof shall be ap-
plied separately with respect to the amount 
of the increase under paragraph (2). 

‘‘(h) TREATMENT OF NET OPERATING LOSSES 
ATTRIBUTABLE TO GULF RECOVERY ZONE 
LOSSES.— 

‘‘(1) IN GENERAL.—If a portion of any net 
operating loss of the taxpayer for any tax-
able year is a qualified Gulf Recovery Zone 
loss, the following rules shall apply: 

‘‘(A) EXTENSION OF CARRYBACK PERIOD.— 
Section 172(b)(1) shall be applied with respect 
to such portion— 

‘‘(i) by substituting ‘5 taxable years’ for ‘2 
taxable years’ in subparagraph (A)(i), and 

‘‘(ii) by not taking such portion into ac-
count in determining any eligible loss of the 
taxpayer under subparagraph (F) for the tax-
able year. 

‘‘(B) SUSPENSION OF 90 PERCENT AMT LIMITA-
TION.—Section 56(d)(1) shall be applied by in-
creasing the amount determined under sub-
paragraph (A)(ii)(I) thereof by the sum of the 
carrybacks and carryovers of any net oper-
ating loss attributable to such portion. 
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‘‘(2) QUALIFIED GULF RECOVERY ZONE LOSS.— 

For purposes of paragraph (1), the term 
‘qualified Gulf Recovery Zone loss’ means 
the lesser of— 

‘‘(A) the amount of the net operating loss 
for the taxable year, or 

‘‘(B) the aggregate amount of the following 
deductions for such taxable year: 

‘‘(i) Any deduction for any qualified Gulf 
Recovery Zone casualty loss. 

‘‘(ii) Any deduction for moving expenses 
paid or incurred after August 27, 2005, and be-
fore January 1, 2008, and allowable under this 
chapter to any taxpayer in connection with 
the employment of any individual— 

‘‘(I) whose principal place of abode was lo-
cated in the Gulf Recovery Zone before Au-
gust 28, 2005, 

‘‘(II) who was unable to remain in such 
abode as the result of Hurricane Katrina, and 

‘‘(III) whose principal place of employment 
with the taxpayer after such expense is lo-
cated in the Gulf Recovery Zone. 

For purposes of this clause, the term ‘mov-
ing expenses’ has the meaning given such 
term by section 217(b), except that the tax-
payer’s former residence and new residence 
may be the same residence if the initial 
vacating of the residence was as the result of 
Hurricane Katrina. 

‘‘(iii) Any deduction for expenses paid or 
incurred after August 27, 2005, and before 
January 1, 2008, and allowable under this 
chapter to temporarily house any employee 
of the taxpayer whose principal place of em-
ployment is in the Gulf Recovery Zone. 

‘‘(iv) Any deduction for depreciation (or 
amortization in lieu of depreciation) allow-
able under this chapter with respect to any 
qualified Gulf Recovery Zone property (as 
defined in subsection (a)(2)) for the taxable 
year such property is placed in service. 

‘‘(v) Any deduction for repair expenses (in-
cluding expenses for removal of debris) al-
lowable under this chapter paid or incurred 
after August 27, 2005, and before January 1, 
2008, with respect to any damage attrib-
utable to Hurricane Katrina and in connec-
tion with property which is located in the 
Gulf Recovery Zone. 

‘‘(3) QUALIFIED GULF RECOVERY ZONE CAS-
UALTY LOSS.— 

‘‘(A) IN GENERAL.—For purposes of para-
graph (2)(B)(i), the term ‘qualified Gulf Re-
covery Zone casualty loss’ means any un-
compensated section 1231 loss (as defined in 
section 1231(a)(3)(B)) of property located in 
the Gulf Recovery Zone if— 

‘‘(i) such loss is allowed as a deduction 
under section 165 for the taxable year, and 

‘‘(ii) such loss is attributable to Hurricane 
Katrina. 

‘‘(B) REDUCTION FOR GAINS FROM INVOLUN-
TARY CONVERSION.—The amount of qualified 
Gulf Recovery Zone casualty loss which 
would (but for this subparagraph) be taken 
into account under subparagraph (A) for any 
taxable year shall be reduced by the amount 
of any gain recognized by the taxpayer for 
such year from the involuntary conversion 
by reason of Hurricane Katrina of property 
located in the Gulf Recovery Zone. 

‘‘(C) COORDINATION WITH GENERAL DISASTER 
LOSS RULES.—Subsection (j) and section 165(i) 
shall not apply to any qualified Gulf Recov-
ery Zone casualty loss to the extent such 
loss is taken into account under this sub-
section. 

‘‘(4) SPECIAL RULES.—For purposes of para-
graph (1), rules similar to the rules of para-
graphs (2) and (3) of section 172(i) shall apply 
with respect to such portion. 

‘‘(i) TREATMENT OF PUBLIC UTILITY PROP-
ERTY DISASTER LOSSES.— 

‘‘(1) IN GENERAL.—Upon the election of the 
taxpayer, in the case of any eligible public 
utility property loss— 

‘‘(A) section 165(i) shall be applied by sub-
stituting ‘the fifth taxable year immediately 
preceding’ for ‘the taxable year immediately 
preceding’, 

‘‘(B) an application for a tentative 
carryback adjustment of the tax for any 
prior taxable year affected by the applica-
tion of subparagraph (A) may be made under 
section 6411, and 

‘‘(C) section 6611 shall not apply to any 
overpayment attributable to such loss. 

‘‘(2) ELIGIBLE PUBLIC UTILITY PROPERTY 
LOSS.—For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘eligible pub-
lic utility property loss’ means any loss with 
respect to public utility property located in 
the Gulf Recovery Zone and attributable to 
Hurricane Katrina. 

‘‘(B) PUBLIC UTILITY PROPERTY.—The term 
‘public utility property’ has the meaning 
given such term by section 168(i)(10) without 
regard to the matter following subparagraph 
(D) thereof. 

‘‘(3) WAIVER OF LIMITATIONS.—If refund or 
credit of any overpayment of tax resulting 
from the application of paragraph (1) is pre-
vented at any time before the close of the 1- 
year period beginning on the date of the en-
actment of this section by the operation of 
any law or rule of law (including res judi-
cata), such refund or credit may nevertheless 
be made or allowed if claim therefor is filed 
before the close of such period. 

‘‘(j) SPECIAL RULE FOR GULF RECOVERY 
ZONE PUBLIC UTILITY CASUALTY LOSSES.— 

‘‘(1) IN GENERAL.—The amount described in 
section 172(f)(1)(A) for any taxable year shall 
be increased by the amount of the Gulf Re-
covery Zone public utility casualty loss for 
such year. 

‘‘(2) GULF RECOVERY ZONE PUBLIC UTILITY 
CASUALTY LOSS.—For purposes of this sub-
section, the term ‘Gulf Recovery Zone public 
utility casualty loss’ means any casualty 
loss of public utility property (as defined in 
section 168(i)(10)) located in the Gulf Recov-
ery Zone if— 

‘‘(A) such loss is allowed as a deduction 
under section 165 for the taxable year, 

‘‘(B) such loss is attributable to Hurricane 
Katrina, and 

‘‘(C) the taxpayer elects the application of 
this subsection with respect to such loss. 

‘‘(3) REDUCTION FOR GAINS FROM INVOLUN-
TARY CONVERSION.—The amount of Gulf Re-
covery Zone public utility casualty loss 
which would (but for this paragraph) be 
taken into account under paragraph (1) for 
any taxable year shall be reduced by the 
amount of any gain recognized by the tax-
payer for such year from the involuntary 
conversion by reason of Hurricane Katrina of 
public utility property (as so defined) lo-
cated in the Gulf Recovery Zone. 

‘‘(4) COORDINATION WITH GENERAL DISASTER 
LOSS RULES.—Subsection (h) and section 
165(i) shall not apply to any Gulf Recovery 
Zone public utility casualty loss to the ex-
tent such loss is taken into account under 
paragraph (1). 

‘‘(5) ELECTION.—Any election under para-
graph (2)(C) shall be made in such manner as 
may be prescribed by the Secretary and shall 
be made by the due date (including exten-
sions of time) for filing the taxpayer’s return 
for the taxable year of the loss. Such elec-
tion, once made for any taxable year, shall 
be irrevocable for such taxable year. 

‘‘(k) SPECIAL RULES FOR SMALL TIMBER 
PRODUCERS.— 

‘‘(1) INCREASED EXPENSING FOR QUALIFIED 
TIMBER PROPERTY.—In the case of qualified 
timber property any portion of which is lo-
cated in the Gulf Recovery Zone, in that por-
tion of the Rita Zone which is not part of the 
Gulf Recovery Zone, or in the Wilma Zone, 
the limitation under subparagraph (B) of sec-

tion 194(b)(1) shall be increased by the lesser 
of— 

‘‘(A) the limitation which would (but for 
this subsection) apply under such subpara-
graph, or 

‘‘(B) the amount of reforestation expendi-
tures (as defined in section 194(c)(3)) paid or 
incurred by the taxpayer with respect to 
such qualified timber property during the 
specified portion of the taxable year. 

‘‘(2) 5 YEAR NOL CARRYBACK OF CERTAIN TIM-
BER LOSSES.—For purposes of determining 
farming loss under section 172(i), income and 
deductions which are allocable to the speci-
fied portion of the taxable year and which 
are attributable to qualified timber property 
any portion of which is located in the Gulf 
Recovery Zone, in that portion of the Rita 
Zone which is not part of the Gulf Recovery 
Zone, or in the Wilma Zone shall be treated 
as attributable to farming businesses. 

‘‘(3) RULES NOT APPLICABLE TO CERTAIN EN-
TITIES.—Paragraphs (1) and (2) shall not 
apply to any taxpayer which— 

‘‘(A) is a corporation the stock of which is 
publicly traded on an established securities 
market, or 

‘‘(B) is a real estate investment trust. 
‘‘(4) RULES NOT APPLICABLE TO LARGE TIM-

BER PRODUCERS.—Paragraphs (1) and (2) shall 
not apply with respect to any qualified tim-
ber property unless— 

‘‘(A) such property was held by the tax-
payer— 

‘‘(i) on August 28, 2005, in the case of quali-
fied timber property any portion of which is 
located in the Gulf Recovery Zone, 

‘‘(ii) on September 23, 2005, in the case of 
qualified timber property (other than prop-
erty described in subclause (I)) any portion 
of which is located in that portion of the 
Rita Zone which is not part of the Gulf Re-
covery Zone, or 

‘‘(iii) on October 23, 2005, in the case of 
qualified timber property (other than prop-
erty described in subclause (I) or (II)) any 
portion of which is located in the Wilma 
Zone, and 

‘‘(B) such taxpayer held not more than 500 
acres of qualified timber property on such 
date. 

‘‘(5) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) SPECIFIED PORTION.—The term ‘speci-
fied portion’ means— 

‘‘(i) in the case of qualified timber prop-
erty located in the Gulf Recovery Zone, that 
portion of the taxable year which is on or 
after August 28, 2005, and before January 1, 
2007, 

‘‘(ii) in the case of qualified timber prop-
erty located in the Rita Zone and no part of 
which is located in the Gulf Recovery Zone, 
that portion of the taxable year which is on 
or after September 23, 2005, and before Janu-
ary 1, 2007, and 

‘‘(iii) in the case of qualified timber prop-
erty located in the Wilma Zone, that portion 
of the taxable year which is on or after Octo-
ber 23, 2005, and before January 1, 2007. 

‘‘(B) QUALIFIED TIMBER PROPERTY.—The 
term ‘qualified timber property’ has the 
meaning given such term in section 194(c)(1). 

‘‘(l) EXPENSING FOR CERTAIN DEMOLITION 
AND CLEAN-UP COSTS.— 

‘‘(1) IN GENERAL.—A taxpayer may elect to 
treat 50 percent of any qualified Gulf Recov-
ery Zone clean-up cost as an expense which 
is not chargeable to capital account. Any 
cost so treated shall be allowed as a deduc-
tion for the taxable year in which such cost 
is paid or incurred. 

‘‘(2) GULF RECOVERY ZONE CLEAN-UP COST.— 
For purposes of this subsection, the term 
‘Gulf Recovery Zone clean-up cost’ means 
any amount paid or incurred during the pe-
riod beginning on August 28, 2005, and ending 
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on December 31, 2007, for the removal of de-
bris from, or the demolition of structures on, 
real property which is located in the Gulf 
Recovery Zone and which is— 

‘‘(A) held by the taxpayer for use in a trade 
or business or for the production of income, 
or 

‘‘(B) property described in section 1221(a)(1) 
in the hands of the taxpayer. 

For purposes of the preceding sentence, 
amounts paid or incurred shall be taken into 
account only to the extent that such amount 
would (but for paragraph (1)) be chargeable 
to capital account. 

‘‘(m) EXTENSION OF EXPENSING FOR ENVI-
RONMENTAL REMEDIATION COSTS.—With re-
spect to any qualified environmental remedi-
ation expenditure (as defined in section 
198(b)) paid or incurred on or after August 28, 
2005, in connection with a qualified contami-
nated site located in the Gulf Recovery Zone, 
section 198 (relating to expensing of environ-
mental remediation costs) shall be applied— 

‘‘(1) by substituting ‘December 31, 2007’ for 
‘December 31, 2006’ in subsection (h) thereof, 
and 

‘‘(2) except as provided in section 198(d)(2), 
by treating petroleum products (as defined in 
section 4612(a)(3)) as a hazardous substance. 

‘‘(n) GULF RECOVERY ZONE.—For purposes 
of this section, the term ‘Gulf Recovery 
Zone’ means an area— 

‘‘(1) with respect to which a major disaster 
has been declared by the President under 
section 401 of the Robert T. Stafford Disaster 
Relief and Emergency Assistance Act as a re-
sult of Hurricane Katrina, and 

‘‘(2) which is determined by the President 
to warrant individual assistance, or indi-
vidual and public assistance, from the Fed-
eral Government under such Act.’’ 

(b) CLERICAL AMENDMENTS.—The table of 
subchapters for chapter 1 is amended by add-
ing at the end the following new item: 

‘‘SUBCHAPTER Z—HURRICANE RELIEF 
BENEFITS.’’. 

SEC. 102. EXPANSION OF HOPE SCHOLARSHIP 
AND LIFETIME LEARNING CREDIT 
FOR STUDENTS IN THE GULF RE-
COVERY ZONE. 

In the case of an individual who attends an 
eligible educational institution (as defined in 
section 25A(f)(2) of the Internal Revenue 
Code of 1986) located in the Gulf Recovery 
Zone (as defined in section 1400N(1) of such 
Code) for any taxable year beginning during 
2005 or 2006— 

(1) in applying section 25A of the Internal 
Revenue Code of 1986, the term ‘‘qualified 
tuition and related expenses’’ shall include 
any costs which are qualified higher edu-
cation expenses (as defined in section 
529(e)(3) of such Code), 

(2) each of the dollar amounts in effect 
under of subparagraphs (A) and (B) of section 
25A(b)(1) of such Code shall be twice the 
amount otherwise in effect before the appli-
cation of this subsection, and 

(3) section 25A(c)(1) of such Code shall be 
applied by substituting ‘‘40 percent’’ for ‘‘20 
percent’’. 
SEC. 103. EXTENSION OF SPECIAL RULES FOR 

MORTGAGE REVENUE BONDS. 

Section 404(d) of the Katrina Emergency 
Tax Relief Act of 2005 is amended by striking 
‘‘December 31, 2007’’ and inserting ‘‘Decem-
ber 31, 2010’’. 

Subtitle B—Tax Benefits Related to 
Hurricanes Rita and Wilma 

SEC. 111. EXTENSION OF CERTAIN EMERGENCY 
TAX RELIEF FOR HURRICANE 
KATRINA TO HURRICANES RITA AND 
WILMA. 

(a) IN GENERAL.—Subchapter Z of chapter 
1, as added by this Act, is amended by adding 
at the end the following new sections: 

‘‘SEC. 1400P. SPECIAL RULES FOR MORTGAGE 
REVENUE BONDS. 

‘‘(a) IN GENERAL.—In the case of financing 
provided with respect to residences in the 
Gulf Recovery Zone, the Rita Zone, or the 
Wilma Zone, section 143 shall be applied— 

‘‘(1) by treating any residence in the Gulf 
Recovery Zone, the Rita Zone, or the Wilma 
Zone as a targeted area residence, 

‘‘(2) by applying subsection (f)(3) without 
regard to subparagraph (A) thereof, and 

‘‘(3) by substituting ‘$150,000’ for ‘$15,000’ in 
subsection (k)(4) thereof. 

‘‘(b) APPLICATION.—Subsection (a) shall not 
apply to financing provided after December 
31, 2010. 
‘‘SEC. 1400Q. SPECIAL RULES FOR USE OF RE-

TIREMENT FUNDS. 
‘‘(a) TAX-FAVORED WITHDRAWALS FROM RE-

TIREMENT PLANS.— 
‘‘(1) IN GENERAL.—Section 72(t) shall not 

apply to any qualified hurricane distribu-
tion. 

‘‘(2) AGGREGATE DOLLAR LIMITATION.— 
‘‘(A) IN GENERAL.—For purposes of this sub-

section, the aggregate amount of distribu-
tions received by an individual which may be 
treated as qualified hurricane distributions 
for any taxable year shall not exceed the ex-
cess (if any) of— 

‘‘(i) $100,000, over 
‘‘(ii) the aggregate amounts treated as 

qualified hurricane distributions received by 
such individual for all prior taxable years. 

‘‘(B) TREATMENT OF PLAN DISTRIBUTIONS.— 
If a distribution to an individual would 
(without regard to subparagraph (A)) be a 
qualified hurricane distribution, a plan shall 
not be treated as violating any requirement 
of this title merely because the plan treats 
such distribution as a qualified hurricane 
distribution, unless the aggregate amount of 
such distributions from all plans maintained 
by the employer (and any member of any 
controlled group which includes the em-
ployer) to such individual exceeds $100,000. 

‘‘(C) CONTROLLED GROUP.—For purposes of 
subparagraph (B), the term ‘controlled 
group’ means any group treated as a single 
employer under subsection (b), (c), (m), or (o) 
of section 414. 

‘‘(3) AMOUNT DISTRIBUTED MAY BE REPAID.— 
‘‘(A) IN GENERAL.—Any individual who re-

ceives a qualified hurricane distribution 
may, at any time during the 3-year period 
beginning on the day after the date on which 
such distribution was received, make one or 
more contributions in an aggregate amount 
not to exceed the amount of such distribu-
tion to an eligible retirement plan of which 
such individual is a beneficiary and to which 
a rollover contribution of such distribution 
could be made under section 402(c), 403(a)(4), 
403(b)(8), 408(d)(3), or 457(e)(16), as the case 
may be. 

‘‘(B) TREATMENT OF REPAYMENTS OF DIS-
TRIBUTIONS FROM ELIGIBLE RETIREMENT PLANS 
OTHER THAN IRAS.—For purposes of this title, 
if a contribution is made pursuant to sub-
paragraph (A) with respect to a qualified 
hurricane distribution from an eligible re-
tirement plan other than an individual re-
tirement plan, then the taxpayer shall, to 
the extent of the amount of the contribu-
tion, be treated as having received the quali-
fied hurricane distribution in an eligible 
rollover distribution (as defined in section 
402(c)(4)) and as having transferred the 
amount to the eligible retirement plan in a 
direct trustee to trustee transfer within 60 
days of the distribution. 

‘‘(C) TREATMENT OF REPAYMENTS FOR DIS-
TRIBUTIONS FROM IRAS.—For purposes of this 
title, if a contribution is made pursuant to 
subparagraph (A) with respect to a qualified 
hurricane distribution from an individual re-
tirement plan (as defined by section 
7701(a)(37)), then, to the extent of the 

amount of the contribution, the qualified 
hurricane distribution shall be treated as a 
distribution described in section 408(d)(3) and 
as having been transferred to the eligible re-
tirement plan in a direct trustee to trustee 
transfer within 60 days of the distribution. 

‘‘(4) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) QUALIFIED HURRICANE DISTRIBUTION.— 
Except as provided in paragraph (2), the term 
‘qualified hurricane distribution’ means— 

‘‘(i) any distribution from an eligible re-
tirement plan made on or after August 25, 
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Au-
gust 28, 2005, is located in the Hurricane 
Katrina disaster area and who has sustained 
an economic loss by reason of Hurricane 
Katrina, 

‘‘(ii) any distribution (which is not de-
scribed in clause (i)) from an eligible retire-
ment plan made on or after September 23, 
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Sep-
tember 23, 2005, is located in the Hurricane 
Rita disaster area and who has sustained an 
economic loss by reason of Hurricane Rita, 
and 

‘‘(iii) any distribution (which is not de-
scribed in clause (i) or (ii)) from an eligible 
retirement plan made on or after October 23, 
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Oc-
tober 23, 2005, is located in the Hurricane 
Wilma disaster area and who has sustained 
an economic loss by reason of Hurricane 
Wilma. 

‘‘(B) ELIGIBLE RETIREMENT PLAN.—The term 
‘eligible retirement plan’ shall have the 
meaning given such term by section 
402(c)(8)(B). 

‘‘(5) INCOME INCLUSION SPREAD OVER 3-YEAR 
PERIOD.— 

‘‘(A) IN GENERAL.—In the case of any quali-
fied hurricane distribution, unless the tax-
payer elects not to have this paragraph 
apply for any taxable year, any amount re-
quired to be included in gross income for 
such taxable year shall be so included rat-
ably over the 3-taxable year period beginning 
with such taxable year. 

‘‘(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), rules similar to the rules of 
subparagraph (E) of section 408A(d)(3) shall 
apply. 

‘‘(6) SPECIAL RULES.— 
‘‘(A) EXEMPTION OF DISTRIBUTIONS FROM 

TRUSTEE TO TRUSTEE TRANSFER AND WITH-
HOLDING RULES.—For purposes of sections 
401(a)(31), 402(f), and 3405, qualified hurricane 
distributions shall not be treated as eligible 
rollover distributions. 

‘‘(B) QUALIFIED HURRICANE DISTRIBUTIONS 
TREATED AS MEETING PLAN DISTRIBUTION RE-
QUIREMENTS.—For purposes this title, a 
qualified hurricane distribution shall be 
treated as meeting the requirements of sec-
tions 401(k)(2)(B)(i), 403(b)(7)(A)(ii), 403(b)(11), 
and 457(d)(1)(A). 

‘‘(b) RECONTRIBUTIONS OF WITHDRAWALS 
FOR HOME PURCHASES.— 

‘‘(1) RECONTRIBUTIONS.— 
‘‘(A) IN GENERAL.—Any individual who re-

ceived a qualified distribution may, during 
the applicable period, make one or more con-
tributions in an aggregate amount not to ex-
ceed the amount of such qualified distribu-
tion to an eligible retirement plan (as de-
fined in section 402(c)(8)(B)) of which such in-
dividual is a beneficiary and to which a roll-
over contribution of such distribution could 
be made under section 402(c), 403(a)(4), 
403(b)(8), or 408(d)(3), as the case may be. 

‘‘(B) TREATMENT OF REPAYMENTS.—Rules 
similar to the rules of subparagraphs (B) and 
(C) of subsection (a)(3) shall apply for pur-
poses of this subsection. 
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‘‘(2) QUALIFIED DISTRIBUTION.—For purposes 

of this subsection— 
‘‘(A) IN GENERAL.—The term ‘qualified dis-

tribution’ means any qualified Katrina dis-
tribution, any qualified Rita distribution, 
and any qualified Wilma distribution. 

‘‘(B) QUALIFIED KATRINA DISTRIBUTION.— 
The term ‘qualified Katrina distribution’ 
means any distribution— 

‘‘(i) described in section 401(k)(2)(B)(i)(IV), 
403(b)(7)(A)(ii) (but only to the extent such 
distribution relates to financial hardship), 
403(b)(11)(B), or 72(t)(2)(F), 

‘‘(ii) received after February 28, 2005, and 
before August 29, 2005, and 

‘‘(iii) which was to be used to purchase or 
construct a principal residence in the Hurri-
cane Katrina disaster area, but which was 
not so purchased or constructed on account 
of Hurricane Katrina. 

‘‘(C) QUALIFIED RITA DISTRIBUTION.—The 
term ‘qualified Rita distribution’ means any 
distribution (other than a qualified Katrina 
distribution)— 

‘‘(i) described in section 401(k)(2)(B)(i)(IV), 
403(b)(7)(A)(ii) (but only to the extent such 
distribution relates to financial hardship), 
403(b)(11)(B), or 72(t)(2)(F), 

‘‘(ii) received after February 28, 2005, and 
before September 24, 2005, and 

‘‘(iii) which was to be used to purchase or 
construct a principal residence in the Hurri-
cane Rita disaster area, but which was not so 
purchased or constructed on account of Hur-
ricane Rita. 

‘‘(D) QUALIFIED WILMA DISTRIBUTION.—The 
term ‘qualified Wilma distribution’ means 
any distribution (other than a qualified 
Katrina distribution or a qualified Rita dis-
tribution)— 

‘‘(i) described in section 401(k)(2)(B)(i)(IV), 
403(b)(7)(A)(ii) (but only to the extent such 
distribution relates to financial hardship), 
403(b)(11)(B), or 72(t)(2)(F), 

‘‘(ii) received after February 28, 2005, and 
before October 24, 2005, and 

‘‘(iii) which was to be used to purchase or 
construct a principal residence in the Hurri-
cane Wilma disaster area, but which was not 
so purchased or constructed on account of 
Hurricane Wilma. 

‘‘(3) APPLICABLE PERIOD.—For purposes of 
this subsection, the term ‘applicable period’ 
means— 

‘‘(A) with respect to any qualified Katrina 
distribution, the period beginning on August 
25, 2005, and ending on February 28, 2006, 

‘‘(B) with respect to any qualified Rita dis-
tribution, the period beginning on September 
23, 2005, and ending on February 28, 2006, and 

‘‘(C) with respect to any qualified Wilma 
distribution, the period beginning on October 
23, 2005, and ending on February 28, 2006. 

‘‘(c) LOANS FROM QUALIFIED PLANS.— 
‘‘(1) INCREASE IN LIMIT ON LOANS NOT TREAT-

ED AS DISTRIBUTIONS.—In the case of any loan 
from a qualified employer plan (as defined 
under section 72(p)(4)) to a qualified indi-
vidual made during the applicable period— 

‘‘(A) clause (i) of section 72(p)(2)(A) shall be 
applied by substituting ‘$100,000’ for ‘$50,000’, 
and 

‘‘(B) clause (ii) of such section shall be ap-
plied by substituting ‘the present value of 
the nonforfeitable accrued benefit of the em-
ployee under the plan’ for ‘one-half of the 
present value of the nonforfeitable accrued 
benefit of the employee under the plan’. 

‘‘(2) DELAY OF REPAYMENT.—In the case of a 
qualified individual with an outstanding loan 
on or after the qualified beginning date from 
a qualified employer plan (as defined in sec-
tion 72(p)(4))— 

‘‘(A) if the due date pursuant to subpara-
graph (B) or (C) of section 72(p)(2) for any re-
payment with respect to such loan occurs 
during the period beginning on the qualified 
beginning date and ending on December 31, 

2006, such due date shall be delayed for 1 
year, 

‘‘(B) any subsequent repayments with re-
spect to any such loan shall be appropriately 
adjusted to reflect the delay in the due date 
under paragraph (1) and any interest accru-
ing during such delay, and 

‘‘(C) in determining the 5-year period and 
the term of a loan under subparagraph (B) or 
(C) of section 72(p)(2), the period described in 
subparagraph (A) shall be disregarded. 

‘‘(3) QUALIFIED INDIVIDUAL.—For purposes 
of this subsection— 

‘‘(A) IN GENERAL.—The term ‘qualified indi-
vidual’ means any qualified Hurricane 
Katrina individual, any qualified Hurricane 
Rita individual, and any qualified Hurricane 
Wilma individual. 

‘‘(B) QUALIFIED HURRICANE KATRINA INDI-
VIDUAL.—The term ‘qualified Hurricane 
Katrina individual’ means an individual 
whose principal place of abode on August 28, 
2005, is located in the Hurricane Katrina dis-
aster area and who has sustained an eco-
nomic loss by reason of Hurricane Katrina. 

‘‘(C) QUALIFIED HURRICANE RITA INDI-
VIDUAL.—The term ‘qualified Hurricane Rita 
individual’ means an individual (other than a 
qualified Hurricane Katrina individual) 
whose principal place of abode on September 
23, 2005, is located in the Hurricane Rita dis-
aster area and who has sustained an eco-
nomic loss by reason of Hurricane Rita. 

‘‘(D) QUALIFIED HURRICANE WILMA INDI-
VIDUAL.—The term ‘qualified Hurricane 
Wilma individual’ means an individual 
(other than a qualified Hurricane Katrina in-
dividual or a qualified Hurricane Rita indi-
vidual) whose principal place of abode on Oc-
tober 23, 2005, is located in the Hurricane 
Wilma disaster area and who has sustained 
an economic loss by reason of Hurricane 
Wilma. 

‘‘(4) APPLICABLE PERIOD; QUALIFIED BEGIN-
NING DATE.—For purposes of this sub-
section— 

‘‘(A) HURRICANE KATRINA.—In the case of 
any qualified Hurricane Katrina individual— 

‘‘(i) the applicable period is the period be-
ginning on September 24, 2005, and ending on 
December 31, 2006, and 

‘‘(ii) the qualified beginning date is August 
25, 2005. 

‘‘(B) HURRICANE RITA.—In the case of any 
qualified Hurricane Rita individual— 

‘‘(i) the applicable period is the period be-
ginning on the date of the enactment of this 
subsection and ending on December 31, 2006, 
and 

‘‘(ii) the qualified beginning date is Sep-
tember 23, 2005. 

‘‘(C) HURRICANE WILMA.—In the case of any 
qualified Hurricane Wilma individual— 

‘‘(i) the applicable period is the period be-
ginning on the date of the enactment of this 
subsection and ending on December 31, 2006, 
and 

‘‘(ii) the qualified beginning date is Octo-
ber 23, 2005. 
‘‘SEC. 1400R. EMPLOYMENT RELIEF. 

‘‘(a) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE KATRINA.— 

‘‘(1) IN GENERAL.—For purposes of section 
38, in the case of an eligible employer, the 
Hurricane Katrina employee retention credit 
for any taxable year is an amount equal to 40 
percent of the qualified wages with respect 
to each eligible employee of such employer 
for such taxable year. For purposes of the 
preceding sentence, the amount of qualified 
wages which may be taken into account with 
respect to any individual shall not exceed 
$6,000. 

‘‘(2) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer— 

‘‘(i) which conducted an active trade or 
business on August 28, 2005, in the Gulf Re-
covery Zone, and 

‘‘(ii) with respect to whom the trade or 
business described in clause (i) is inoperable 
on any day after August 28, 2005, and before 
January 1, 2006, as a result of damage sus-
tained by reason of Hurricane Katrina. 

‘‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal 
place of employment on August 28, 2005, with 
such eligible employer was in the Gulf Re-
covery Zone. 

‘‘(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section 
3306(b)(2)(B)) paid or incurred by an eligible 
employer with respect to an eligible em-
ployee on any day after August 28, 2005, and 
before January 1, 2006, which occurs during 
the period— 

‘‘(i) beginning on the date on which the 
trade or business described in subparagraph 
(A) first became inoperable at the principal 
place of employment of the employee imme-
diately before Hurricane Katrina, and 

‘‘(ii) ending on the date on which such 
trade or business has resumed significant op-
erations at such principal place of employ-
ment. 
Such term shall include wages paid without 
regard to whether the employee performs no 
services, performs services at a different 
place of employment than such principal 
place of employment, or performs services at 
such principal place of employment before 
significant operations have resumed. 

‘‘(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the 
rules of sections 51(i)(1), 52, and 280C(a) shall 
apply. 

‘‘(4) EMPLOYEE NOT TAKEN INTO ACCOUNT 
MORE THAN ONCE.—An employee shall not be 
treated as an eligible employee for purposes 
of this subsection for any period with respect 
to any employer if such employer is allowed 
a credit under section 51 with respect to such 
employee for such period. 

‘‘(b) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE RITA.— 

‘‘(1) IN GENERAL.—For purposes of section 
38, in the case of an eligible employer, the 
Hurricane Rita employee retention credit for 
any taxable year is an amount equal to 40 
percent of the qualified wages with respect 
to each eligible employee of such employer 
for such taxable year. For purposes of the 
preceding sentence, the amount of qualified 
wages which may be taken into account with 
respect to any individual shall not exceed 
$6,000. 

‘‘(2) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer— 

‘‘(i) which conducted an active trade or 
business on September 23, 2005, in the Rita 
Zone, and 

‘‘(ii) with respect to whom the trade or 
business described in clause (i) is inoperable 
on any day after September 23, 2005, and be-
fore January 1, 2006, as a result of damage 
sustained by reason of Hurricane Rita. 

‘‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal 
place of employment on September 23, 2005, 
with such eligible employer was in the Rita 
Zone. 

‘‘(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section 
3306(b)(2)(B)) paid or incurred by an eligible 
employer with respect to an eligible em-
ployee on any day after September 23, 2005, 
and before January 1, 2006, which occurs dur-
ing the period— 
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‘‘(i) beginning on the date on which the 

trade or business described in subparagraph 
(A) first became inoperable at the principal 
place of employment of the employee imme-
diately before Hurricane Rita, and 

‘‘(ii) ending on the date on which such 
trade or business has resumed significant op-
erations at such principal place of employ-
ment. 
Such term shall include wages paid without 
regard to whether the employee performs no 
services, performs services at a different 
place of employment than such principal 
place of employment, or performs services at 
such principal place of employment before 
significant operations have resumed. 

‘‘(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the 
rules of sections 51(i)(1), 52, and 280C(a) shall 
apply. 

‘‘(4) EMPLOYEE NOT TAKEN INTO ACCOUNT 
MORE THAN ONCE.—An employee shall not be 
treated as an eligible employee for purposes 
of this subsection for any period with respect 
to any employer if such employer is allowed 
a credit under subsection (a) or section 51 
with respect to such employee for such pe-
riod. 

‘‘(c) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE WILMA.— 

‘‘(1) IN GENERAL.—For purposes of section 
38, in the case of an eligible employer, the 
Hurricane Wilma employee retention credit 
for any taxable year is an amount equal to 40 
percent of the qualified wages with respect 
to each eligible employee of such employer 
for such taxable year. For purposes of the 
preceding sentence, the amount of qualified 
wages which may be taken into account with 
respect to any individual shall not exceed 
$6,000. 

‘‘(2) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer— 

‘‘(i) which conducted an active trade or 
business on October 23, 2005, in the Wilma 
Zone, and 

‘‘(ii) with respect to whom the trade or 
business described in clause (i) is inoperable 
on any day after October 23, 2005, and before 
January 1, 2006, as a result of damage sus-
tained by reason of Hurricane Wilma. 

‘‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal 
place of employment on October 23, 2005, 
with such eligible employer was in the 
Wilma Zone. 

‘‘(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section 
3306(b)(2)(B)) paid or incurred by an eligible 
employer with respect to an eligible em-
ployee on any day after October 23, 2005, and 
before January 1, 2006, which occurs during 
the period— 

‘‘(i) beginning on the date on which the 
trade or business described in subparagraph 
(A) first became inoperable at the principal 
place of employment of the employee imme-
diately before Hurricane Wilma, and 

‘‘(ii) ending on the date on which such 
trade or business has resumed significant op-
erations at such principal place of employ-
ment. 

Such term shall include wages paid without 
regard to whether the employee performs no 
services, performs services at a different 
place of employment than such principal 
place of employment, or performs services at 
such principal place of employment before 
significant operations have resumed. 

‘‘(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the 
rules of sections 51(i)(1), 52, and 280C(a) shall 
apply. 

‘‘(4) EMPLOYEE NOT TAKEN INTO ACCOUNT 
MORE THAN ONCE.—An employee shall not be 
treated as an eligible employee for purposes 
of this subsection for any period with respect 
to any employer if such employer is allowed 
a credit under subsection (a) or section 51 
with respect to such employee for such pe-
riod. 
‘‘SEC. 1400S. ADDITIONAL TAX RELIEF PROVI-

SIONS. 
‘‘(a) TEMPORARY SUSPENSION OF LIMITA-

TIONS ON CHARITABLE CONTRIBUTIONS.— 
‘‘(1) IN GENERAL.—Except as otherwise pro-

vided in paragraph (2), section 170(b) shall 
not apply to qualified contributions and such 
contributions shall not be taken into ac-
count for purposes of applying subsections 
(b) and (d) of section 170 to other contribu-
tions. 

‘‘(2) TREATMENT OF EXCESS CONTRIBU-
TIONS.—For purposes of section 170— 

‘‘(A) INDIVIDUALS.—In the case of an indi-
vidual— 

‘‘(i) LIMITATION.—Any qualified contribu-
tion shall be allowed only to the extent that 
the aggregate of such contributions does not 
exceed the excess of the taxpayer’s contribu-
tion base (as defined in subparagraph (F) of 
section 170(b)(1)) over the amount of all 
other charitable contributions allowed under 
section 170(b)(1). 

‘‘(ii) CARRYOVER.—If the aggregate amount 
of qualified contributions made in the con-
tribution year (within the meaning of sec-
tion 170(d)(1)) exceeds the limitation of 
clause (i), such excess shall be added to the 
excess described in the portion of subpara-
graph (A) of such section which precedes 
clause (i) thereof for purposes of applying 
such section. 

‘‘(B) CORPORATIONS.—In the case of a cor-
poration— 

‘‘(i) LIMITATION.—Any qualified contribu-
tion shall be allowed only to the extent that 
the aggregate of such contributions does not 
exceed the excess of the taxpayer’s taxable 
income (as determined under paragraph (2) of 
section 170(b)) over the amount of all other 
charitable contributions allowed under such 
paragraph. 

‘‘(ii) CARRYOVER.—Rules similar to the 
rules of subparagraph (A)(ii) shall apply for 
purposes of this subparagraph. 

‘‘(3) EXCEPTION TO OVERALL LIMITATION ON 
ITEMIZED DEDUCTIONS.—So much of any de-
duction allowed under section 170 as does not 
exceed the qualified contributions paid dur-
ing the taxable year shall not be treated as 
an itemized deduction for purposes of section 
68. 

‘‘(4) QUALIFIED CONTRIBUTIONS.— 
‘‘(A) IN GENERAL.—For purposes of this sub-

section, the term ‘qualified contribution’ 
means any charitable contribution (as de-
fined in section 170(c)) if— 

‘‘(i) such contribution is paid during the 
period beginning on August 28, 2005, and end-
ing on December 31, 2005, in cash to an orga-
nization described in section 170(b)(1)(A) 
(other than an organization described in sec-
tion 509(a)(3)), 

‘‘(ii) in the case of a contribution paid by 
a corporation, such contribution is for relief 
efforts related to Hurricane Katrina, Hurri-
cane Rita, or Hurricane Wilma, and 

‘‘(iii) the taxpayer has elected the applica-
tion of this subsection with respect to such 
contribution. 

‘‘(B) EXCEPTION.—Such term shall not in-
clude a contribution if the contribution is 
for establishment of a new, or maintenance 
in an existing, segregated fund or account 
with respect to which the donor (or any per-
son appointed or designated by such donor) 
has, or reasonably expects to have, advisory 
privileges with respect to distributions or in-
vestments by reason of the donor’s status as 
a donor. 

‘‘(C) APPLICATION OF ELECTION TO PARTNER-
SHIPS AND S CORPORATIONS.—In the case of a 
partnership or S corporation, the election 
under subparagraph (A)(iii) shall be made 
separately by each partner or shareholder. 

‘‘(b) SUSPENSION OF CERTAIN LIMITATIONS 
ON PERSONAL CASUALTY LOSSES.—Paragraphs 
(1) and (2)(A) of section 165(h) shall not apply 
to losses described in section 165(c)(3)— 

‘‘(1) which arise in the Hurricane Katrina 
disaster area on or after August 25, 2005, and 
which are attributable to Hurricane Katrina, 

‘‘(2) which arise in the Hurricane Rita dis-
aster area on or after September 23, 2005, and 
which are attributable to Hurricane Rita, or 

‘‘(3) which arise in the Hurricane Wilma 
disaster area on or after October 23, 2005, and 
which are attributable to Hurricane Wilma. 
In the case of any other losses, section 
165(h)(2)(A) shall be applied without regard 
to the losses referred to in the preceding sen-
tence.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subsection (b) of section 38 is amended 

by striking ‘‘and’’ at the end of paragraph 
(25), by striking the period at the end of 
paragraph (26) and inserting a comma, and 
by adding at the end the following new para-
graphs: 

‘‘(27) the Hurricane Katrina employee re-
tention credit determined under section 
1400R(a), 

‘‘(28) the Hurricane Rita employee reten-
tion credit determined under section 
1400R(b), and 

‘‘(29) the Hurricane Wilma employee reten-
tion credit determined under section 
1400R(c).’’. 

(2) The table of sections for subchapter Z of 
chapter 1 is amended by adding at the end 
the following new items: 

‘‘Sec. 1400P. Special rules for mortgage 
revenue bonds. 

‘‘Sec. 1400Q. Special rules for use of re-
tirement funds. 

‘‘Sec. 140RQ. Employment relief. 
‘‘Sec. 1400S. Additional tax relief provi-

sions.’’. 

(3) The following provisions of the Katrina 
Emergency Tax Relief Act of 2005 are hereby 
repealed: 

(A) Title I. 
(B) Sections 202, 301, and 402. 

TITLE II—EXTENSION OF EXPIRING 
PROVISIONS 

SEC. 201. EXTENSION AND INCREASE IN MIN-
IMUM TAX RELIEF TO INDIVIDUALS. 

(a) IN GENERAL.—Section 55(d)(1) is amend-
ed— 

(1) by striking ‘‘$58,000’’ and all that fol-
lows through ‘‘2005’’ in subparagraph (A) and 
inserting ‘‘$62,550 in the case of taxable years 
beginning in 2006’’, and 

(2) by striking ‘‘$40,250’’ and all that fol-
lows through ‘‘2005’’ in subparagraph (B) and 
inserting ‘‘$42,500 in the case of taxable years 
beginning in 2006’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. 202. ALLOWANCE OF NONREFUNDABLE PER-

SONAL CREDITS AGAINST REGULAR 
AND MINIMUM TAX LIABILITY. 

(a) IN GENERAL.—Paragraph (2) of section 
26(a) is amended— 

(1) by striking ‘‘2005’’ in the heading and in-
serting ‘‘2006’’, and 

(2) by striking ‘‘or 2005’’ and inserting 
‘‘2005, or 2006’’. 

(b) CONFORMING PROVISIONS.— 
(1) Section 30B(g) is amended by adding at 

the end the following new paragraph: 
‘‘(3) SPECIAL RULE FOR 2006.—For purposes 

of any taxable year beginning during 2006, 
the credit allowed under subsection (a) (after 
the application of paragraph (1)) shall not ex-
ceed the excess of— 

VerDate Aug 31 2005 00:55 Nov 19, 2005 Jkt 049060 PO 00000 Frm 00047 Fmt 0624 Sfmt 0634 E:\CR\FM\A17NO6.169 S17NOPT2



CONGRESSIONAL RECORD — SENATES13194 November 17, 2005 
‘‘(A) the sum of the regular tax liability 

(as defined in section 26(b)) plus the tax im-
posed by section 55, over 

‘‘(B) the sum of the credits allowable under 
subpart A and this subpart (other than this 
section and section 30C).’’. 

(2) Section 30C(d) is amended by adding at 
the end the following new paragraph: 

‘‘(3) SPECIAL RULE FOR 2006.—For purposes 
of any taxable year beginning during 2006, 
the credit allowed under subsection (a) (after 
the application of paragraph (1)) shall not ex-
ceed the excess of— 

‘‘(A) the sum of the regular tax liability 
(as defined in section 26(b)) plus the tax im-
posed by section 55, over 

‘‘(B) the sum of the credits allowable under 
subpart A and this subpart (other than this 
section).’’. 

(3) Section 904(h) is amended by striking 
‘‘or 2005’’ and inserting ‘‘2005, or 2006’’. 

(4) The amendments made by sections 
201(b), 202(f), and 618(b) of the Economic 
Growth and Tax Relief Reconciliation Act of 
2001 shall not apply to taxable years begin-
ning during 2006. 
SEC. 203. ELECTION TO DEDUCT STATE AND 

LOCAL SALES TAXES IN LIEU OF 
STATE AND LOCAL INCOME TAXES. 

Section 164(b)(5)(I) is amended by striking 
‘‘2006’’ and inserting ‘‘2007’’. 
SEC. 204. TUITION DEDUCTION. 

(a) IN GENERAL.—Section 222(e) is amended 
by striking ‘‘2005’’ and inserting ‘‘2006’’. 

(b) CONFORMING AMENDMENTS.—Section 
222(b)(2)(B) is amended— 

(1) by striking ‘‘a taxable year beginning in 
2004 or 2005’’ and inserting ‘‘any taxable year 
beginning after 2003’’, and 

(2) by striking ‘‘2004 AND 2005’’ and inserting 
‘‘AFTER 2003’’. 
SEC. 205. EXTENSION AND MODIFICATION OF RE-

SEARCH CREDIT. 
(a) EXTENSION.— 
(1) IN GENERAL.—Section 41(h)(1)(B) is 

amended by striking ‘‘2005’’ and inserting 
‘‘2006’’. 

(2) CONFORMING AMENDMENT.—Section 
45C(b)(1)(D) is amended by striking ‘‘2005’’ 
and inserting ‘‘2006’’. 

(b) INCREASE IN RATES OF ALTERNATIVE IN-
CREMENTAL CREDIT.— 

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 41(c)(4) (relating to election of alter-
native incremental credit) is amended— 

(A) by striking ‘‘2.65 percent’’ and insert-
ing ‘‘3 percent’’, 

(B) by striking ‘‘3.2 percent’’ and inserting 
‘‘4 percent’’, and 

(C) by striking ‘‘3.75 percent’’ and inserting 
‘‘5 percent’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years ending after the date of the enact-
ment of this Act. 

(c) ALTERNATIVE SIMPLIFIED CREDIT FOR 
QUALIFIED RESEARCH EXPENSES.— 

(1) IN GENERAL.—Subsection (c) of section 
41 (relating to base amount) is amended by 
redesignating paragraphs (5) and (6) as para-
graphs (6) and (7), respectively, and by in-
serting after paragraph (4) the following new 
paragraph: 

‘‘(5) ELECTION OF ALTERNATIVE SIMPLIFIED 
CREDIT.— 

‘‘(A) IN GENERAL.—At the election of the 
taxpayer, the credit determined under sub-
section (a)(1) shall be equal to 12 percent of 
so much of the qualified research expenses 
for the taxable year as exceeds 50 percent of 
the average qualified research expenses for 
the 3 taxable years preceding the taxable 
year for which the credit is being deter-
mined. 

‘‘(B) SPECIAL RULE IN CASE OF NO QUALIFIED 
RESEARCH EXPENSES IN ANY OF 3 PRECEDING 
TAXABLE YEARS.— 

‘‘(i) TAXPAYERS TO WHICH SUBPARAGRAPH 
APPLIES.—The credit under this paragraph 
shall be determined under this subparagraph 
if the taxpayer has no qualified research ex-
penses in any 1 of the 3 taxable years pre-
ceding the taxable year for which the credit 
is being determined. 

‘‘(ii) CREDIT RATE.—The credit determined 
under this subparagraph shall be equal to 6 
percent of the qualified research expenses for 
the taxable year. 

‘‘(C) ELECTION.—An election under this 
paragraph shall apply to the taxable year for 
which made and all succeeding taxable years 
unless revoked with the consent of the Sec-
retary. An election under this paragraph 
may not be made for any taxable year to 
which an election under paragraph (4) ap-
plies.’’. 

(2) COORDINATION WITH ELECTION OF ALTER-
NATIVE INCREMENTAL CREDIT.— 

(A) IN GENERAL.—Section 41(c)(4)(B) (relat-
ing to election) is amended by adding at the 
end the following: ‘‘An election under this 
paragraph may not be made for any taxable 
year to which an election under paragraph 
(5) applies.’’. 

(B) TRANSITION RULE.—In the case of an 
election under section 41(c)(4) of the Internal 
Revenue Code of 1986 which applies to the 
taxable year which includes the date of the 
enactment of this Act, such election shall be 
treated as revoked with the consent of the 
Secretary of the Treasury if the taxpayer 
makes an election under section 41(c)(5) of 
such Code (as added by subsection (a)) for 
such year. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years ending after the date of the enact-
ment of this Act. 

(d) EXPANSION OF CREDIT TO EXPENSES OF 
GENERAL COLLABORATIVE RESEARCH CON-
SORTIA.— 

(1) IN GENERAL.—Section 41 is amended— 
(A) by striking ‘‘an energy research con-

sortium’’ in subsections (a)(3) and (b)(3)(C)(i) 
and inserting ‘‘a research consortium’’, 

(B) by striking ‘‘energy’’ each place it ap-
pears in subsection (f)(6)(A), 

(C) by inserting ‘‘or 501(c)(6)’’ after ‘‘sec-
tion 501(c)(3)’’ in subsection (f)(6)(A)(i)(I), 
and 

(D) by striking ‘‘ENERGY RESEARCH’’ in the 
heading for subsection (f)(6)(A) and inserting 
‘‘RESEARCH’’ . 

(2) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred after the date of the enact-
ment of this Act, in taxable years ending 
after such date. 
SEC. 206. EXTENSION AND MODIFICATIONS TO 

WORK OPPORTUNITY CREDIT AND 
WELFARE-TO-WORK CREDIT. 

(a) IN GENERAL.—Section 51(c)(4)(B) is 
amended by striking ‘‘2005’’ and inserting 
‘‘2006’’. 

(b) ELIGIBILITY OF EX-FELONS DETERMINED 
WITHOUT REGARD TO FAMILY INCOME.—Para-
graph (4) of section 51(d) is amended by add-
ing ‘‘and’’ at the end of subparagraph (A), by 
striking ‘‘, and’’ at the end of subparagraph 
(B) and inserting a period, and by striking 
all that follows subparagraph (B). 

(c) INCREASE IN MAXIMUM AGE FOR ELIGI-
BILITY OF FOOD STAMP RECIPIENTS.—Clause 
(i) of section 51(d)(8)(A) is amended by strik-
ing ‘‘25’’ and inserting ‘‘40’’. 

(d) INCREASE IN MAXIMUM AGE FOR DES-
IGNATED COMMUNITY RESIDENTS.— 

(1) IN GENERAL.—Paragraph (5) of section 
51(d) is amended to read as follows: 

‘‘(5) DESIGNATED COMMUNITY RESIDENTS.— 
‘‘(A) IN GENERAL.—The term ‘designated 

community resident’ means any individual 
who is certified by the designated local agen-
cy— 

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

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

‘‘(B) INDIVIDUAL MUST CONTINUE TO RESIDE 
IN ZONE OR COMMUNITY.—In the case of a des-
ignated community resident, the term 
‘qualified wages’ shall not include wages 
paid or incurred for services performed while 
the individual’s principal place of abode is 
outside an empowerment zone, enterprise 
community, or renewal community.’’ 

(2) CONFORMING AMENDMENT.—Subpara-
graph (D) of section 51(d)(1) is amended to 
read as follows: 

‘‘(D) a designated community resident,’’. 
(e) CONSOLIDATION OF WORK OPPORTUNITY 

CREDIT WITH WELFARE-TO-WORK CREDIT.— 
(1) IN GENERAL.—Paragraph (1) of section 

51(d) is amended by striking ‘‘or’’ at the end 
of subparagraph (G), by striking the period 
at the end of subparagraph (H) and inserting 
‘‘, or’’, and by adding at the end the fol-
lowing new subparagraph: 

‘‘(I) a long-term family assistance recipi-
ent.’’ 

(2) LONG-TERM FAMILY ASSISTANCE RECIPI-
ENT.—Subsection (d) of section 51 is amended 
by redesignating paragraphs (10) through (12) 
as paragraphs (11) through (13), respectively, 
and by inserting after paragraph (9) the fol-
lowing new paragraph: 

‘‘(10) LONG-TERM FAMILY ASSISTANCE RECIPI-
ENT.—The term ‘long-term family assistance 
recipient’ means any individual who is cer-
tified by the designated local agency— 

‘‘(A) as being a member of a family receiv-
ing assistance under a IV–A program (as de-
fined in paragraph (2)(B)) for at least the 18- 
month period ending on the hiring date, 

‘‘(B)(i) as being a member of a family re-
ceiving such assistance for 18 months begin-
ning after August 5, 1997, and 

‘‘(ii) as having a hiring date which is not 
more than 2 years after the end of the ear-
liest such 18-month period, or 

‘‘(C)(i) as being a member of a family 
which ceased to be eligible for such assist-
ance by reason of any limitation imposed by 
Federal or State law on the maximum period 
such assistance is payable to a family, and 

‘‘(ii) as having a hiring date which is not 
more than 2 years after the date of such ces-
sation.’’ 

(3) INCREASED CREDIT FOR EMPLOYMENT OF 
LONG-TERM FAMILY ASSISTANCE RECIPIENTS.— 
Section 51 is amended by inserting after sub-
section (d) the following new subsection: 

‘‘(e) CREDIT FOR SECOND-YEAR WAGES FOR 
EMPLOYMENT OF LONG-TERM FAMILY ASSIST-
ANCE RECIPIENTS.— 

‘‘(1) IN GENERAL.—With respect to the em-
ployment of a long-term family assistance 
recipient— 

‘‘(A) the amount of the work opportunity 
credit determined under this section for the 
taxable year shall include 50 percent of the 
qualified second-year wages for such year, 
and 

‘‘(B) in lieu of applying subsection (b)(3), 
the amount of the qualified first-year wages, 
and the amount of qualified second-year 
wages, which may be taken into account 
with respect to such a recipient shall not ex-
ceed $10,000 per year. 

‘‘(2) QUALIFIED SECOND-YEAR WAGES.—For 
purposes of this subsection, the term ‘quali-
fied second-year wages’ means qualified 
wages— 

‘‘(A) which are paid to a long-term family 
assistance recipient, and 

‘‘(B) which are attributable to service ren-
dered during the 1-year period beginning on 
the day after the last day of the 1-year pe-
riod with respect to such recipient deter-
mined under subsection (b)(2). 

‘‘(3) SPECIAL RULES FOR AGRICULTURAL AND 
RAILWAY LABOR.—If such recipient is an em-
ployee to whom subparagraph (A) or (B) of 

VerDate Aug 31 2005 00:55 Nov 19, 2005 Jkt 049060 PO 00000 Frm 00048 Fmt 0624 Sfmt 0634 E:\CR\FM\A17NO6.169 S17NOPT2



CONGRESSIONAL RECORD — SENATE S13195 November 17, 2005 
subsection (h)(1) applies, rules similar to the 
rules of such subparagraphs shall apply ex-
cept that— 

‘‘(A) such subparagraph (A) shall be applied 
by substituting ‘$10,000’ for ‘$6,000’, and 

‘‘(B) such subparagraph (B) shall be applied 
by substituting ‘$833.33’ for ‘$500’.’’ 

(4) REPEAL OF SEPARATE WELFARE-TO-WORK 
CREDIT.— 

(A) IN GENERAL.—Section 51A is hereby re-
pealed. 

(B) CLERICAL AMENDMENT.—The table of 
sections for subpart F of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 51A. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to individ-
uals who begin work for the employer after 
December 31, 2005. 
SEC. 207. QUALIFIED ZONE ACADEMY BONDS. 

Paragraph (1) of section 1397E(e) is amend-
ed by striking ‘‘and 2005’’ and inserting ‘‘2005, 
and 2006’’. 
SEC. 208. DEDUCTION FOR CERTAIN EXPENSES 

OF SCHOOL TEACHERS. 
Subparagraph (D) of section 62(a)(2) is 

amended by striking ‘‘or 2005’’ and inserting 
‘‘2005, or 2006’’. 
SEC. 209. TAX INCENTIVES FOR INVESTMENT IN 

THE DISTRICT OF COLUMBIA. 
(a) DESIGNATION OF ZONE.—Subsection (f) of 

section 1400 is amended by striking ‘‘2005’’ 
both places it appears and inserting ‘‘2006’’. 

(b) TAX-EXEMPT ECONOMIC DEVELOPMENT 
BONDS.—Subsection (b) of section 1400A is 
amended by striking ‘‘2005’’ and inserting 
‘‘2006’’. 

(c) ZERO PERCENT CAPITAL GAINS RATE.— 
(1) IN GENERAL.—Subsection (b) of section 

1400B is amended by striking ‘‘2006’’ each 
place it appears and inserting ‘‘2007’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 1400B(e)(2) is amended— 
(i) by striking ‘‘2010’’ and inserting ‘‘2011’’, 

and 
(ii) by striking ‘‘2010’’ in the heading and 

inserting ‘‘2011’’. 
(B) Section 1400B(g)(2) is amended by strik-

ing ‘‘2010’’ and inserting ‘‘2011’’. 
(C) Section 1400F(d) is amended by striking 

‘‘2010’’ and inserting ‘‘2011’’. 
(d) FIRST-TIME HOMEBUYER CREDIT.—Sub-

section (i) of section 1400C is amended by 
striking ‘‘2006’’ and inserting ‘‘2007’’. 
SEC. 210. INDIAN EMPLOYMENT TAX CREDIT. 

Section 45A(f) is amended by striking 
‘‘2005’’ and inserting ‘‘2006’’. 
SEC. 211. ACCELERATED DEPRECIATION FOR 

BUSINESS PROPERTY ON INDIAN 
RESERVATION. 

Section 168(j)(8) is amended by striking 
‘‘2005’’ and inserting ‘‘2006’’. 
SEC. 212. EXTENSION AND EXPANSION OF CHARI-

TABLE CONTRIBUTION ALLOWED 
FOR SCIENTIFIC PROPERTY USED 
FOR RESEARCH AND FOR COM-
PUTER TECHNOLOGY AND EQUIP-
MENT USED FOR EDUCATIONAL 
PURPOSES. 

(a) SCIENTIFIC PROPERTY USED FOR RE-
SEARCH.— 

(1) IN GENERAL.—Clause (ii) of section 
170(e)(4)(B) (defining qualified research con-
tributions) is amended by inserting ‘‘or as-
sembled’’ after ‘‘constructed’’. 

(2) CONFORMING AMENDMENT.—Clause (iii) of 
section 170(e)(4)(B) is amended by inserting 
‘‘or assembling’’ after ‘‘construction’’. 

(b) COMPUTER TECHNOLOGY AND EQUIPMENT 
FOR EDUCATIONAL PURPOSES.— 

(1) IN GENERAL.—Clause (ii) of section 
170(e)(6)(B) is amended by inserting ‘‘or as-
sembled’’ after ‘‘constructed’’ and ‘‘or assem-
bling’’ after ‘‘construction’’. 

(2) SPECIAL RULE EXTENDED.—Section 
170(e)(6)(G) is amended by striking ‘‘2005’’ 
and inserting ‘‘2006’’. 

(3) CONFORMING AMENDMENTS.—Subpara-
graph (D) of section 170(e)(6) is amended by 
inserting ‘‘or assembled’’ after ‘‘con-
structed’’ and ‘‘or assembling’’ after ‘‘con-
struction’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. 213. EXPENSING OF BROWNFIELDS REMEDI-

ATION COSTS. 
(a) EXTENSION.—Subsection (h) of section 

198 is amended by striking ‘‘2005’’ and insert-
ing ‘‘2006’’. 

(b) EXPANSION.— 
(1) IN GENERAL.—Section 198(d)(1) (defining 

hazardous substance) is amended by striking 
‘‘and’’ at the end of subparagraph (A), by 
striking the period at the end of subpara-
graph (B) and inserting ‘‘, and’’, and by add-
ing at the end the following new subpara-
graph: 

‘‘(C) any petroleum product (as defined in 
section 4612(a)(3)).’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to ex-
penditures paid or incurred after December 
31, 2005. 
SEC. 214. EXTENSION OF FULL CREDIT FOR 

QUALIFIED ELECTRIC VEHICLES. 
(a) IN GENERAL.—Section 30(b) (relating to 

limitations) is amended by striking para-
graph (2) and by redesignating paragraph (3) 
as paragraph (2). 
SEC. 215. FIFTEEN-YEAR STRAIGHT-LINE COST 

RECOVERY FOR QUALIFIED LEASE-
HOLD IMPROVEMENTS AND QUALI-
FIED RESTAURANT IMPROVEMENTS. 

Clauses (iv) and (v) of section 168(e)(3)(E) 
are each amended by striking ‘‘2006’’ and in-
serting ‘‘2007’’. 
SEC. 216. APPLICATION OF EGTRRA SUNSET TO 

THIS TITLE. 
Each amendment made by this title shall 

be subject to title IX of the Economic 
Growth and Tax Relief Reconciliation Act of 
2001 to the same extent and in the same man-
ner as the provision of such Act to which 
such amendment relates. 

TITLE III—REVENUE PROVISIONS 
Subtitle A—Provisions Relating to Tax 

Shelters 
SEC. 301. CLARIFICATION OF ECONOMIC SUB-

STANCE DOCTRINE. 
(a) IN GENERAL.—Section 7701 is amended 

by redesignating subsection (o) as subsection 
(p) and by inserting after subsection (n) the 
following new subsection: 

‘‘(o) CLARIFICATION OF ECONOMIC SUBSTANCE 
DOCTRINE; ETC.— 

‘‘(1) GENERAL RULES.— 
‘‘(A) IN GENERAL.—In any case in which a 

court determines that the economic sub-
stance doctrine is relevant for purposes of 
this title to a transaction (or series of trans-
actions), such transaction (or series of trans-
actions) shall have economic substance only 
if the requirements of this paragraph are 
met. 

‘‘(B) DEFINITION OF ECONOMIC SUBSTANCE.— 
For purposes of subparagraph (A)— 

‘‘(i) IN GENERAL.—A transaction has eco-
nomic substance only if— 

‘‘(I) the transaction changes in a meaning-
ful way (apart from Federal tax effects) the 
taxpayer’s economic position, and 

‘‘(II) the taxpayer has a substantial nontax 
purpose for entering into such transaction 
and the transaction is a reasonable means of 
accomplishing such purpose. 

In applying subclause (II), a purpose of 
achieving a financial accounting benefit 
shall not be taken into account in deter-
mining whether a transaction has a substan-
tial nontax purpose if the origin of such fi-
nancial accounting benefit is a reduction of 
income tax. 

‘‘(ii) SPECIAL RULE WHERE TAXPAYER RELIES 
ON PROFIT POTENTIAL.—A transaction shall 
not be treated as having economic substance 
by reason of having a potential for profit un-
less— 

‘‘(I) the present value of the reasonably ex-
pected pre-tax profit from the transaction is 
substantial in relation to the present value 
of the expected net tax benefits that would 
be allowed if the transaction were respected, 
and 

‘‘(II) the reasonably expected pre-tax profit 
from the transaction exceeds a risk-free rate 
of return. 

‘‘(C) TREATMENT OF FEES AND FOREIGN 
TAXES.—Fees and other transaction expenses 
and foreign taxes shall be taken into account 
as expenses in determining pre-tax profit 
under subparagraph (B)(ii). 

‘‘(2) SPECIAL RULES FOR TRANSACTIONS WITH 
TAX-INDIFFERENT PARTIES.— 

‘‘(A) SPECIAL RULES FOR FINANCING TRANS-
ACTIONS.—The form of a transaction which is 
in substance the borrowing of money or the 
acquisition of financial capital directly or 
indirectly from a tax-indifferent party shall 
not be respected if the present value of the 
deductions to be claimed with respect to the 
transaction is substantially in excess of the 
present value of the anticipated economic re-
turns of the person lending the money or 
providing the financial capital. A public of-
fering shall be treated as a borrowing, or an 
acquisition of financial capital, from a tax- 
indifferent party if it is reasonably expected 
that at least 50 percent of the offering will be 
placed with tax-indifferent parties. 

‘‘(B) ARTIFICIAL INCOME SHIFTING AND BASIS 
ADJUSTMENTS.—The form of a transaction 
with a tax-indifferent party shall not be re-
spected if— 

‘‘(i) it results in an allocation of income or 
gain to the tax-indifferent party in excess of 
such party’s economic income or gain, or 

‘‘(ii) it results in a basis adjustment or 
shifting of basis on account of overstating 
the income or gain of the tax-indifferent 
party. 

‘‘(3) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this subsection— 

‘‘(A) ECONOMIC SUBSTANCE DOCTRINE.—The 
term ‘economic substance doctrine’ means 
the common law doctrine under which tax 
benefits under subtitle A with respect to a 
transaction are not allowable if the trans-
action does not have economic substance or 
lacks a business purpose. 

‘‘(B) TAX-INDIFFERENT PARTY.—The term 
‘tax-indifferent party’ means any person or 
entity not subject to tax imposed by subtitle 
A. A person shall be treated as a tax-indif-
ferent party with respect to a transaction if 
the items taken into account with respect to 
the transaction have no substantial impact 
on such person’s liability under subtitle A. 

‘‘(C) EXCEPTION FOR PERSONAL TRANS-
ACTIONS OF INDIVIDUALS.—In the case of an 
individual, this subsection shall apply only 
to transactions entered into in connection 
with a trade or business or an activity en-
gaged in for the production of income. 

‘‘(D) TREATMENT OF LESSORS.—In applying 
paragraph (1)(B)(ii) to the lessor of tangible 
property subject to a lease— 

‘‘(i) the expected net tax benefits with re-
spect to the leased property shall not include 
the benefits of— 

‘‘(I) depreciation, 
‘‘(II) any tax credit, or 
‘‘(III) any other deduction as provided in 

guidance by the Secretary, and 
‘‘(ii) subclause (II) of paragraph (1)(B)(ii) 

shall be disregarded in determining whether 
any of such benefits are allowable. 

‘‘(4) OTHER COMMON LAW DOCTRINES NOT AF-
FECTED.—Except as specifically provided in 
this subsection, the provisions of this sub-
section shall not be construed as altering or 
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supplanting any other rule of law, and the 
requirements of this subsection shall be con-
strued as being in addition to any such other 
rule of law. 

‘‘(5) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection. Such regulations 
may include exemptions from the applica-
tion of this subsection.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 302. PENALTY FOR UNDERSTATEMENTS AT-

TRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

(a) IN GENERAL.—Subchapter A of chapter 
68 is amended by inserting after section 
6662A the following new section: 
‘‘SEC. 6662B. PENALTY FOR UNDERSTATEMENTS 

ATTRIBUTABLE TO TRANSACTIONS 
LACKING ECONOMIC SUBSTANCE, 
ETC. 

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer 
has an noneconomic substance transaction 
understatement for any taxable year, there 
shall be added to the tax an amount equal to 
40 percent of the amount of such understate-
ment. 

‘‘(b) REDUCTION OF PENALTY FOR DISCLOSED 
TRANSACTIONS.—Subsection (a) shall be ap-
plied by substituting ‘20 percent’ for ‘40 per-
cent’ with respect to the portion of any non-
economic substance transaction understate-
ment with respect to which the relevant 
facts affecting the tax treatment of the item 
are adequately disclosed in the return or a 
statement attached to the return. 

‘‘(c) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sec-
tion— 

‘‘(1) IN GENERAL.—The term ‘noneconomic 
substance transaction understatement’ 
means any amount which would be an under-
statement under section 6662A(b)(1) if section 
6662A were applied by taking into account 
items attributable to noneconomic sub-
stance transactions rather than items to 
which section 6662A would apply without re-
gard to this paragraph. 

‘‘(2) NONECONOMIC SUBSTANCE TRANS-
ACTION.—The term ‘noneconomic substance 
transaction’ means any transaction if— 

‘‘(A) there is a lack of economic substance 
(within the meaning of section 7701(o)(1)) for 
the transaction giving rise to the claimed 
benefit or the transaction was not respected 
under section 7701(o)(2), or 

‘‘(B) the transaction fails to meet the re-
quirements of any similar rule of law. 

‘‘(d) RULES APPLICABLE TO COMPROMISE OF 
PENALTY.— 

‘‘(1) IN GENERAL.—If the 1st letter of pro-
posed deficiency which allows the taxpayer 
an opportunity for administrative review in 
the Internal Revenue Service Office of Ap-
peals has been sent with respect to a penalty 
to which this section applies, only the Com-
missioner of Internal Revenue may com-
promise all or any portion of such penalty. 

‘‘(2) APPLICABLE RULES.—The rules of para-
graphs (2) and (3) of section 6707A(d) shall 
apply for purposes of paragraph (1). 

‘‘(e) COORDINATION WITH OTHER PEN-
ALTIES.—Except as otherwise provided in this 
part, the penalty imposed by this section 
shall be in addition to any other penalty im-
posed by this title. 

‘‘(f) CROSS REFERENCES.— 
‘‘(1) For coordination of penalty with un-

derstatements under section 
6662 and other special rules, see 
section 6662A(e) 

‘‘(2) For reporting of penalty imposed 
under this section to the Secu-
rities and Exchange Commis-
sion, see section 6707A(e)’’. 

(b) COORDINATION WITH OTHER UNDERSTATE-
MENTS AND PENALTIES.— 

(1) The second sentence of section 
6662(d)(2)(A) is amended by inserting ‘‘and 
without regard to items with respect to 
which a penalty is imposed by section 6662B’’ 
before the period at the end. 

(2) Subsection (e) of section 6662A is 
amended— 

(A) in paragraph (1), by inserting ‘‘and non-
economic substance transaction understate-
ments’’ after ‘‘reportable transaction under-
statements’’ both places it appears, 

(B) in paragraph (2)(A), by inserting ‘‘and a 
noneconomic substance transaction under-
statement’’ after ‘‘reportable transaction un-
derstatement’’, 

(C) in paragraph (2)(B), by inserting ‘‘6662B 
or’’ before ‘‘6663’’, 

(D) in paragraph (2)(C)(i), by inserting ‘‘or 
section 6662B’’ before the period at the end, 

(E) in paragraph (2)(C)(ii), by inserting 
‘‘and section 6662B’’ after ‘‘This section’’, 

(F) in paragraph (3), by inserting ‘‘or non-
economic substance transaction understate-
ment’’ after ‘‘reportable transaction under-
statement’’, and 

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

‘‘(4) NONECONOMIC SUBSTANCE TRANSACTION 
UNDERSTATEMENT.—For purposes of this sub-
section, the term ‘noneconomic substance 
transaction understatement’ has the mean-
ing given such term by section 6662B(c).’’. 

(3) Subsection (e) of section 6707A is 
amended— 

(A) by striking ‘‘or’’ at the end of subpara-
graph (B), and 

(B) by striking subparagraph (C) and in-
serting the following new subparagraphs: 

‘‘(C) is required to pay a penalty under sec-
tion 6662B with respect to any noneconomic 
substance transaction, or 

‘‘(D) is required to pay a penalty under sec-
tion 6662(h) with respect to any transaction 
and would (but for section 6662A(e)(2)(C)) 
have been subject to penalty under section 
6662A at a rate prescribed under section 
6662A(c) or under section 6662B,’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part II of subchapter A of chap-
ter 68 is amended by inserting after the item 
relating to section 6662A the following new 
item: 
‘‘Sec. 6662B. Penalty for understatements 

attributable to transactions 
lacking economic substance, 
etc.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 303. DENIAL OF DEDUCTION FOR INTEREST 

ON UNDERPAYMENTS ATTRIB-
UTABLE TO NONECONOMIC SUB-
STANCE TRANSACTIONS. 

(a) IN GENERAL.—Section 163(m) (relating 
to interest on unpaid taxes attributable to 
nondisclosed reportable transactions) is 
amended— 

(1) by striking ‘‘attributable’’ and all that 
follows and inserting the following: ‘‘attrib-
utable to— 

‘‘(1) the portion of any reportable trans-
action understatement (as defined in section 
6662A(b)) with respect to which the require-
ment of section 6664(d)(2)(A) is not met, or 

‘‘(2) any noneconomic substance trans-
action understatement (as defined in section 
6662B(c)).’’, and 

(2) by inserting ‘‘AND NONECONOMIC SUB-
STANCE TRANSACTIONS’’ in the heading there-
of after ‘‘TRANSACTIONS’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions after the date of the enactment of 
this Act in taxable years ending after such 
date. 

SEC. 304. MODIFICATIONS OF EFFECTIVE DATES 
OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004 is 
amended by striking paragraphs (1) and (2), 
by redesignating paragraphs (3) and (4) as 
paragraphs (1) and (2), respectively, and by 
adding at the end the following new para-
graph: 

‘‘(3) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 
SEC. 305. REVALUATION OF LIFO INVENTORIES 

OF LARGE INTEGRATED OIL COMPA-
NIES. 

(a) GENERAL RULE.—Notwithstanding any 
other provision of law, if a taxpayer is an ap-
plicable integrated oil company for its last 
taxable year ending in calendar year 2005, 
the taxpayer shall— 

(1) increase, effective as of the close of 
such taxable year, the value of each historic 
LIFO layer of inventories of crude oil, nat-
ural gas, or any other petroleum product 
(within the meaning of section 4611) by the 
layer adjustment amount, and 

(2) decrease its cost of goods sold for such 
taxable year by the aggregate amount of the 
increases under paragraph (1). 

If the aggregate amount of the increases 
under paragraph (1) exceed the taxpayer’s 
cost of goods sold for such taxable year, the 
taxpayer’s gross income for such taxable 
year shall be increased by the amount of 
such excess. 

(b) LAYER ADJUSTMENT AMOUNT.—For pur-
poses of this section— 

(1) IN GENERAL.—The term ‘‘layer adjust-
ment amount’’ means, with respect to any 
historic LIFO layer, the product of— 

(A) $18.75, and 
(B) the number of barrels of crude oil (or in 

the case of natural gas or other petroleum 
products, the number of barrel-of-oil equiva-
lents) represented by the layer. 

(2) BARREL-OF-OIL EQUIVALENT.—The term 
‘‘barrel-of-oil equivalent’’ has the meaning 
given such term by section 29(d)(5) (as in ef-
fect before its redesignation by the Energy 
Tax Incentives Act of 2005). 

(c) APPLICATION OF REQUIREMENT.— 
(1) NO CHANGE IN METHOD OF ACCOUNTING.— 

Any adjustment required by this section 
shall not be treated as a change in method of 
accounting. 

(2) UNDERPAYMENTS OF ESTIMATED TAX.—No 
addition to the tax shall be made under sec-
tion 6655 of the Internal Revenue Code of 1986 
(relating to failure by corporation to pay es-
timated tax) with respect to any under-
payment of an installment required to be 
paid with respect to the taxable year de-
scribed in subsection (a) to the extent such 
underpayment was created or increased by 
this section. 

(d) APPLICABLE INTEGRATED OIL COM-
PANY.—For purposes of this section, the term 
‘‘applicable integrated oil company’’ means 
an integrated oil company (as defined in sec-
tion 291(b)(4) of the Internal Revenue Code of 
1986) which— 

(1) had gross receipts in excess of 
$1,000,000,000 for its last taxable year ending 
during calendar year 2005, and 

(2) uses the last-in, first-out (LIFO) meth-
od of accounting with respect to its crude oil 
inventories for such taxable year. 
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For purposes of paragraph (1), all persons 
treated as a single employer under sub-
sections (a) and (b) of section 52 of the Inter-
nal Revenue Code of 1986 shall be treated as 
1 person and, in the case of a short taxable 
year, the rule under section 448(c)(3)(B) shall 
apply. 
SEC. 306. MODIFICATION OF EFFECTIVE DATE OF 

EXCEPTION FROM SUSPENSION 
RULES FOR CERTAIN LISTED AND 
REPORTABLE TRANSACTIONS. 

(a) IN GENERAL.—Paragraph (2) of section 
903(d) of the American Jobs Creation Act of 
2004 is amended to read as follows: 

‘‘(2) EXCEPTION FOR REPORTABLE OR LISTED 
TRANSACTIONS.— 

‘‘(A) IN GENERAL.—The amendments made 
by subsection (c) shall apply with respect to 
interest accruing after October 3, 2004. 

‘‘(B) SPECIAL RULE FOR CERTAIN LISTED AND 
REPORTABLE TRANSACTIONS.— 

‘‘(i) IN GENERAL.—Except as provided in 
clause (ii), the amendments made by sub-
section (c) shall also apply with respect to 
interest accruing on or before October 3, 
2004. 

‘‘(ii) PARTICIPANTS IN SETTLEMENT INITIA-
TIVES.—Clause (i) shall not apply to any 
transaction if, as of January 23, 2006— 

‘‘(I) the taxpayer is participating in a set-
tlement initiative described in Internal Rev-
enue Service Announcement 2005-80 with re-
spect to such transaction, or 

‘‘(II) the taxpayer has entered into a set-
tlement agreement pursuant to such an ini-
tiative. 

‘‘(iii) TERMINATION OF EXCEPTION.—Clause 
(ii)(I) shall not apply to any taxpayer if, 
after January 23, 2006, the taxpayer with-
draws from, or terminates, participation in 
the initiative or the Secretary of the Treas-
ury or the Secretary’s delegate determines 
that a settlement agreement will not be 
reached pursuant to the initiative within a 
reasonable period of time.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect as if 
included in the provisions of the American 
Jobs Creation Act of 2004 to which it relates. 
SEC. 307. DOUBLING OF CERTAIN PENALTIES, 

FINES, AND INTEREST ON UNDER-
PAYMENTS RELATED TO CERTAIN 
OFFSHORE FINANCIAL ARRANGE-
MENTS. 

(a) DETERMINATION OF PENALTY.— 
(1) IN GENERAL.—Notwithstanding any 

other provision of law, in the case of an ap-
plicable taxpayer— 

(A) the determination as to whether any 
interest or applicable penalty is to be im-
posed with respect to any arrangement de-
scribed in paragraph (2), or to any under-
payment of Federal income tax attributable 
to items arising in connection with any such 
arrangement, shall be made without regard 
to the rules of subsections (b), (c), and (d) of 
section 6664 of the Internal Revenue Code of 
1986, and 

(B) if any such interest or applicable pen-
alty is imposed, the amount of such interest 
or penalty shall be equal to twice that deter-
mined without regard to this section. 

(2) APPLICABLE TAXPAYER.—For purposes of 
this subsection— 

(A) IN GENERAL.—The term ‘‘applicable 
taxpayer’’ means a taxpayer which— 

(i) has underreported its United States in-
come tax liability with respect to any item 
which directly or indirectly involves— 

(I) any financial arrangement which in any 
manner relies on the use of offshore payment 
mechanisms (including credit, debit, or 
charge cards) issued by banks or other enti-
ties in foreign jurisdictions, or 

(II) any offshore financial arrangement (in-
cluding any arrangement with foreign banks, 
financial institutions, corporations, partner-
ships, trusts, or other entities), and 

(ii) has neither signed a closing agreement 
pursuant to the Voluntary Offshore Compli-
ance Initiative established by the Depart-
ment of the Treasury under Revenue Proce-
dure 2003-11 nor voluntarily disclosed its par-
ticipation in such arrangement by notifying 
the Internal Revenue Service of such ar-
rangement prior to the issue being raised by 
the Internal Revenue Service during an ex-
amination. 

(B) AUTHORITY TO WAIVE.—The Secretary of 
the Treasury or the Secretary’s delegate 
may waive the application of paragraph (1) 
to any taxpayer if the Secretary or the Sec-
retary’s delegate determines that the use of 
such offshore payment mechanisms is inci-
dental to the transaction and, in addition, in 
the case of a trade or business, such use is 
conducted in the ordinary course of the type 
of trade or business of the taxpayer. 

(C) ISSUES RAISED.—For purposes of sub-
paragraph (A)(ii), an item shall be treated as 
an issue raised during an examination if the 
individual examining the return— 

(i) communicates to the taxpayer knowl-
edge about the specific item, or 

(ii) has made a request to the taxpayer for 
information and the taxpayer could not 
make a complete response to that request 
without giving the examiner knowledge of 
the specific item. 

(b) DEFINITIONS AND RULES.—For purposes 
of this section— 

(1) APPLICABLE PENALTY.—The term ‘‘appli-
cable penalty’’ means any penalty, addition 
to tax, or fine imposed under chapter 68 of 
the Internal Revenue Code of 1986. 

(2) FEES AND EXPENSES.—The Secretary of 
the Treasury may retain and use an amount 
not in excess of 25 percent of all additional 
interest, penalties, additions to tax, and 
fines collected under this section to be used 
for enforcement and collection activities of 
the Internal Revenue Service. The Secretary 
shall keep adequate records regarding 
amounts so retained and used. The amount 
credited as paid by any taxpayer shall be de-
termined without regard to this paragraph. 

(c) REPORT BY SECRETARY.—The Secretary 
shall each year conduct a study and report to 
Congress on the implementation of this sec-
tion during the preceding year, including 
statistics on the number of taxpayers af-
fected by such implementation and the 
amount of interest and applicable penalties 
asserted, waived, and assessed during such 
preceding year. 

(d) EFFECTIVE DATE.—The provisions of 
this section shall apply to interest, pen-
alties, additions to tax, and fines with re-
spect to any taxable year if, as of the date of 
the enactment of this Act, the assessment of 
any tax, penalty, or interest with respect to 
such taxable year is not prevented by the op-
eration of any law or rule of law. 
SEC. 308. PENALTY FOR AIDING AND ABETTING 

THE UNDERSTATEMENT OF TAX LI-
ABILITY. 

(a) IN GENERAL.—Section 6701(a) (relating 
to imposition of penalty) is amended— 

(1) by inserting ‘‘the tax liability or’’ after 
‘‘respect to,’’ in paragraph (1), 

(2) by inserting ‘‘aid, assistance, procure-
ment, or advice with respect to such’’ before 
‘‘portion’’ both places it appears in para-
graphs (2) and (3), and 

(3) by inserting ‘‘instance of aid, assist-
ance, procurement, or advice or each such’’ 
before ‘‘document’’ in the matter following 
paragraph (3). 

(b) AMOUNT OF PENALTY.—Subsection (b) of 
section 6701 (relating to penalties for aiding 
and abetting understatement of tax liability) 
is amended to read as follows: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 

not exceed 100 percent of the gross income 
derived (or to be derived) from such aid, as-
sistance, procurement, or advice provided by 
the person or persons subject to such pen-
alty. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of aid, assistance, procurement, or ad-
vice described in subsection (a), each in-
stance in which income was derived by the 
person or persons subject to such penalty, 
and each person who made such an under-
statement of the liability for tax. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to providing such aid, assistance, 
procurement, or advice, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection.’’. 

(c) PENALTY NOT DEDUCTIBLE.—Section 6701 
is amended by adding at the end the fol-
lowing new subsection: 

‘‘(g) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be deductible by the person who is sub-
ject to such penalty or who makes such pay-
ment.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to activities 
after the date of the enactment of this Act. 

Subtitle B—Provisions to Close Corporate 
and Individual Loopholes 

SEC. 311. TAX TREATMENT OF INVERTED ENTI-
TIES. 

(a) IN GENERAL.—Section 7874 is amended— 
(1) by striking ‘‘March 4, 2003’’ in sub-

section (a)(2)(B)(i) and in the matter fol-
lowing subsection (a)(2)(B)(iii) and inserting 
‘‘March 20, 2002’’, 

(2) by striking ‘‘at least 60 percent’’ in sub-
section (a)(2)(B)(ii) and inserting ‘‘more than 
50 percent’’, 

(3) by striking ‘‘80 percent’’ in subsection 
(b) and inserting ‘‘at least 80 percent’’, 

(4) by striking ‘‘60 percent’’ in subsection 
(b) and inserting ‘‘more than 50 percent’’, 

(5) by adding at the end of subsection (a)(2) 
the following new sentence: ‘‘Except as pro-
vided in regulations, an acquisition of prop-
erties of a domestic corporation shall not be 
treated as described in subparagraph (B) if 
none of the corporation’s stock was readily 
tradeable on an established securities mar-
ket at any time during the 4-year period end-
ing on the date of the acquisition.’’, and 

(6) by redesignating subsection (g) as sub-
section (h) and by inserting after subsection 
(f) the following new subsection: 

‘‘(g) SPECIAL RULES APPLICABLE TO EXPA-
TRIATED ENTITIES.— 

‘‘(1) INCREASES IN ACCURACY-RELATED PEN-
ALTIES.—In the case of any underpayment of 
tax of an expatriated entity— 

‘‘(A) section 6662(a) shall be applied with 
respect to such underpayment by sub-
stituting ‘30 percent’ for ‘20 percent’, and 

‘‘(B) if such underpayment is attributable 
to one or more gross valuation understate-
ments, the increase in the rate of penalty 
under section 6662(h) shall be to 50 percent 
rather than 40 percent. 

‘‘(2) MODIFICATIONS OF LIMITATION ON INTER-
EST DEDUCTION.—In the case of an expatri-
ated entity, section 163(j) shall be applied— 

‘‘(A) without regard to paragraph (2)(A)(ii) 
thereof, and 

‘‘(B) by substituting ‘25 percent’ for ‘50 per-
cent’ each place it appears in paragraph 
(2)(B) thereof.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after March 20, 2002. 
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SEC. 312. GRANT OF TREASURY REGULATORY AU-

THORITY TO ADDRESS FOREIGN TAX 
CREDIT TRANSACTIONS INVOLVING 
INAPPROPRIATE SEPARATION OF 
FOREIGN TAXES FROM RELATED 
FOREIGN INCOME. 

(a) IN GENERAL.—Section 901 (relating to 
taxes of foreign countries and of possessions 
of United States) is amended by redesig-
nating subsection (m) as subsection (n) and 
by inserting after subsection (l) the fol-
lowing new subsection: 

‘‘(m) REGULATIONS.—The Secretary may 
prescribe regulations disallowing a credit 
under subsection (a) for all or a portion of 
any foreign tax, or allocating a foreign tax 
among 2 or more persons, in cases where the 
foreign tax is imposed on any person in re-
spect of income of another person or in other 
cases involving the inappropriate separation 
of the foreign tax from the related foreign 
income.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act. 
SEC. 313. TREATMENT OF CONTINGENT PAYMENT 

CONVERTIBLE DEBT INSTRUMENTS. 
(a) IN GENERAL.—Section 1275(d) (relating 

to regulation authority) is amended— 
(1) by striking ‘‘The Secretary’’ and insert-

ing the following: 
‘‘(1) IN GENERAL.—The Secretary’’, and 
(2) by adding at the end the following new 

paragraph: 
‘‘(2) TREATMENT OF CONTINGENT PAYMENT 

CONVERTIBLE DEBT.— 
‘‘(A) IN GENERAL.—In the case of a debt in-

strument which— 
‘‘(i) is convertible into stock of the issuing 

corporation, into stock or debt of a related 
party (within the meaning of section 267(b) 
or 707(b)(1)), or into cash or other property in 
an amount equal to the approximate value of 
such stock or debt, and 

‘‘(ii) provides for contingent payments, 

any regulations which require original issue 
discount to be determined by reference to 
the comparable yield of a noncontingent 
fixed-rate debt instrument shall be applied 
as if the regulations require that such com-
parable yield be determined by reference to a 
noncontingent fixed-rate debt instrument 
which is convertible into stock. 

‘‘(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), the comparable yield shall be 
determined without taking into account the 
yield resulting from the conversion of a debt 
instrument into stock.’’. 

(b) CROSS REFERENCE.—Section 163(e)(6) 
(relating to cross references) is amended by 
adding at the end the following: 

‘‘For the treatment of contingent payment 
convertible debt, see section 1275(d)(2).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to debt in-
struments issued on or after the date of the 
enactment of this Act. 
SEC. 314. APPLICATION OF EARNINGS STRIPPING 

RULES TO PARTNERS WHICH ARE 
CORPORATIONS. 

(a) IN GENERAL.—Section 163(j) (relating to 
limitation on deduction for interest on cer-
tain indebtedness) is amended by redesig-
nating paragraph (8) as paragraph (9) and by 
inserting after paragraph (7) the following 
new paragraph: 

‘‘(8) TREATMENT OF CORPORATE PARTNERS.— 
Except to the extent provided by regula-
tions, in applying this subsection to a cor-
poration which owns (directly or indirectly) 
an interest in a partnership— 

‘‘(A) such corporation’s distributive share 
of interest income paid or accrued to such 
partnership shall be treated as interest in-
come paid or accrued to such corporation, 

‘‘(B) such corporation’s distributive share 
of interest paid or accrued by such partner-

ship shall be treated as interest paid or ac-
crued by such corporation, and 

‘‘(C) such corporation’s share of the liabil-
ities of such partnership shall be treated as 
liabilities of such corporation.’’. 

(b) ADDITIONAL REGULATORY AUTHORITY.— 
Section 163(j)(9) (relating to regulations), as 
redesignated by subsection (a), is amended 
by striking ‘‘and’’ at the end of subparagraph 
(B), by striking the period at the end of sub-
paragraph (C) and inserting ‘‘, and’’, and by 
adding at the end the following new subpara-
graph: 

‘‘(D) regulations providing for the realloca-
tion of shares of partnership indebtedness, or 
distributive shares of the partnership’s inter-
est income or interest expense, as may be ap-
propriate to carry out the purposes of this 
subsection.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning on or after the date of the 
enactment of this Act. 
SEC. 315. DENIAL OF DEDUCTION FOR CERTAIN 

FINES, PENALTIES, AND OTHER 
AMOUNTS. 

(a) IN GENERAL.—Subsection (f) of section 
162 (relating to trade or business expenses) is 
amended to read as follows: 

‘‘(f) FINES, PENALTIES, AND OTHER 
AMOUNTS.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), no deduction otherwise allow-
able shall be allowed under this chapter for 
any amount paid or incurred (whether by 
suit, agreement, or otherwise) to, or at the 
direction of, a government or entity de-
scribed in paragraph (4) in relation to the 
violation of any law or the investigation or 
inquiry by such government or entity into 
the potential violation of any law. 

‘‘(2) EXCEPTION FOR AMOUNTS CONSTITUTING 
RESTITUTION OR PAID TO COME INTO COMPLI-
ANCE WITH LAW.—Paragraph (1) shall not 
apply to any amount which— 

‘‘(A) the taxpayer establishes— 
‘‘(i) constitutes restitution (including re-

mediation of property) for damage or harm 
caused by or which may be caused by the 
violation of any law or the potential viola-
tion of any law, or 

‘‘(ii) is paid to come into compliance with 
any law which was violated or involved in 
the investigation or inquiry, and 

‘‘(B) is identified as restitution or as an 
amount paid to come into compliance with 
the law, as the case may be, in the court 
order or settlement agreement. 

Identification pursuant to subparagraph (B) 
alone shall not satisfy the requirement 
under subparagraph (A). This paragraph 
shall not apply to any amount paid or in-
curred as reimbursement to the government 
or entity for the costs of any investigation 
or litigation. 

‘‘(3) EXCEPTION FOR AMOUNTS PAID OR IN-
CURRED AS THE RESULT OF CERTAIN COURT OR-
DERS.—Paragraph (1) shall not apply to any 
amount paid or incurred by order of a court 
in a suit in which no government or entity 
described in paragraph (4) is a party. 

‘‘(4) CERTAIN NONGOVERNMENTAL REGU-
LATORY ENTITIES.—An entity is described in 
this paragraph if it is— 

‘‘(A) a nongovernmental entity which exer-
cises self-regulatory powers (including im-
posing sanctions) in connection with a quali-
fied board or exchange (as defined in section 
1256(g)(7)), or 

‘‘(B) to the extent provided in regulations, 
a nongovernmental entity which exercises 
self-regulatory powers (including imposing 
sanctions) as part of performing an essential 
governmental function. 

‘‘(5) EXCEPTION FOR TAXES DUE.—Paragraph 
(1) shall not apply to any amount paid or in-
curred as taxes due.’’. 

(b) REPORTING OF DEDUCTIBLE AMOUNTS.— 
(1) IN GENERAL.—Subpart B of part III of 

subchapter A of chapter 61 is amended by in-
serting after section 6050T the following new 
section: 

‘‘SEC. 6050U. INFORMATION WITH RESPECT TO 
CERTAIN FINES, PENALTIES, AND 
OTHER AMOUNTS. 

‘‘(a) REQUIREMENT OF REPORTING.— 
‘‘(1) IN GENERAL.—The appropriate official 

of any government or entity which is de-
scribed in section 162(f)(4) which is involved 
in a suit or agreement described in para-
graph (2) shall make a return in such form as 
determined by the Secretary setting forth— 

‘‘(A) the amount required to be paid as a 
result of the suit or agreement to which 
paragraph (1) of section 162(f) applies, 

‘‘(B) any amount required to be paid as a 
result of the suit or agreement which con-
stitutes restitution or remediation of prop-
erty, and 

‘‘(C) any amount required to be paid as a 
result of the suit or agreement for the pur-
pose of coming into compliance with any law 
which was violated or involved in the inves-
tigation or inquiry. 

‘‘(2) SUIT OR AGREEMENT DESCRIBED.— 
‘‘(A) IN GENERAL.—A suit or agreement is 

described in this paragraph if— 
‘‘(i) it is— 
‘‘(I) a suit with respect to a violation of 

any law over which the government or entity 
has authority and with respect to which 
there has been a court order, or 

‘‘(II) an agreement which is entered into 
with respect to a violation of any law over 
which the government or entity has author-
ity, or with respect to an investigation or in-
quiry by the government or entity into the 
potential violation of any law over which 
such government or entity has authority, 
and 

‘‘(ii) the aggregate amount involved in all 
court orders and agreements with respect to 
the violation, investigation, or inquiry is 
$600 or more. 

‘‘(B) ADJUSTMENT OF REPORTING THRESH-
OLD.—The Secretary may adjust the $600 
amount in subparagraph (A)(ii) as necessary 
in order to ensure the efficient administra-
tion of the internal revenue laws. 

‘‘(3) TIME OF FILING.—The return required 
under this subsection shall be filed not later 
than— 

‘‘(A) 30 days after the date on which a 
court order is issued with respect to the suit 
or the date the agreement is entered into, as 
the case may be, or 

‘‘(B) the date specified Secretary. 

‘‘(b) STATEMENTS TO BE FURNISHED TO INDI-
VIDUALS INVOLVED IN THE SETTLEMENT.— 
Every person required to make a return 
under subsection (a) shall furnish to each 
person who is a party to the suit or agree-
ment a written statement showing— 

‘‘(1) the name of the government or entity, 
and 

‘‘(2) the information supplied to the Sec-
retary under subsection (a)(1). 

The written statement required under the 
preceding sentence shall be furnished to the 
person at the same time the government or 
entity provides the Secretary with the infor-
mation required under subsection (a). 

‘‘(c) APPROPRIATE OFFICIAL DEFINED.—For 
purposes of this section, the term ‘appro-
priate official’ means the officer or employee 
having control of the suit, investigation, or 
inquiry or the person appropriately des-
ignated for purposes of this section.’’. 

(2) CONFORMING AMENDMENT.—The table of 
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6050T 
the following new item: 
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‘‘Sec. 6050U. Information with respect to 

certain fines, penalties, and 
other amounts.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred on or after the date of the 
enactment of this Act, except that such 
amendments shall not apply to amounts paid 
or incurred under any binding order or agree-
ment entered into before such date. Such ex-
ception shall not apply to an order or agree-
ment requiring court approval unless the ap-
proval was obtained before such date. 
SEC. 316. DISALLOWANCE OF DEDUCTION FOR 

PUNITIVE DAMAGES. 
(a) DISALLOWANCE OF DEDUCTION.— 
(1) IN GENERAL.—Section 162(g) (relating to 

treble damage payments under the antitrust 
laws) is amended— 

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

(B) by striking ‘‘If’’ and inserting: 
‘‘(1) TREBLE DAMAGES.—If’’, and 
(C) by adding at the end the following new 

paragraph: 
‘‘(2) PUNITIVE DAMAGES.—No deduction 

shall be allowed under this chapter for any 
amount paid or incurred for punitive dam-
ages in connection with any judgment in, or 
settlement of, any action. This paragraph 
shall not apply to punitive damages de-
scribed in section 104(c).’’. 

(2) CONFORMING AMENDMENT.—The heading 
for section 162(g) is amended by inserting 
‘‘OR PUNITIVE DAMAGES’’ after ‘‘LAWS’’. 

(b) INCLUSION IN INCOME OF PUNITIVE DAM-
AGES PAID BY INSURER OR OTHERWISE.— 

(1) IN GENERAL.—Part II of subchapter B of 
chapter 1 (relating to items specifically in-
cluded in gross income) is amended by add-
ing at the end the following new section: 
‘‘SEC. 91. PUNITIVE DAMAGES COMPENSATED BY 

INSURANCE OR OTHERWISE. 
‘‘Gross income shall include any amount 

paid to or on behalf of a taxpayer as insur-
ance or otherwise by reason of the taxpayer’s 
liability (or agreement) to pay punitive dam-
ages.’’. 

(2) REPORTING REQUIREMENTS.—Section 6041 
(relating to information at source) is amend-
ed by adding at the end the following new 
subsection: 

‘‘(f) SECTION TO APPLY TO PUNITIVE DAM-
AGES COMPENSATION.—This section shall 
apply to payments by a person to or on be-
half of another person as insurance or other-
wise by reason of the other person’s liability 
(or agreement) to pay punitive damages.’’. 

(3) CONFORMING AMENDMENT.—The table of 
sections for part II of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 
‘‘Sec. 91. Punitive damages compensated by 

insurance or otherwise.’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to damages 
paid or incurred on or after the date of the 
enactment of this Act. 
SEC. 317. LIMITATION OF EMPLOYER DEDUCTION 

FOR CERTAIN ENTERTAINMENT EX-
PENSES. 

(a) IN GENERAL.—Paragraph (2) of section 
274(e) (relating to expenses treated as com-
pensation) is amended to read as follows: 

‘‘(2) EXPENSES TREATED AS COMPENSATION.— 
Expenses for goods, services, and facilities, 
to the extent that the expenses do not exceed 
the amount of the expenses which are treat-
ed by the taxpayer, with respect to the re-
cipient of the entertainment, amusement, or 
recreation, as compensation to an employee 
on the taxpayer’s return of tax under this 
chapter and as wages to such employee for 
purposes of chapter 24 (relating to with-
holding of income tax at source on wages).’’. 

(b) PERSONS NOT EMPLOYEES.—Paragraph 
(9) of section 274(e) is amended by striking 

‘‘to the extent that the expenses are includ-
ible in the gross income’’ and inserting ‘‘to 
the extent that the expenses do not exceed 
the amount of the expenses which are includ-
ible in the gross income’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to expenses 
incurred after the date of the enactment of 
this Act. 
SEC. 318. IMPOSITION OF MARK-TO-MARKET TAX 

ON INDIVIDUALS WHO EXPATRIATE. 
(a) IN GENERAL.—Subpart A of part II of 

subchapter N of chapter 1 is amended by in-
serting after section 877 the following new 
section: 
‘‘SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-

TION. 
‘‘(a) GENERAL RULES.—For purposes of this 

subtitle— 
‘‘(1) MARK TO MARKET.—Except as provided 

in subsections (d) and (f), all property of a 
covered expatriate to whom this section ap-
plies shall be treated as sold on the day be-
fore the expatriation date for its fair market 
value. 

‘‘(2) RECOGNITION OF GAIN OR LOSS.—In the 
case of any sale under paragraph (1)— 

‘‘(A) notwithstanding any other provision 
of this title, any gain arising from such sale 
shall be taken into account for the taxable 
year of the sale, and 

‘‘(B) any loss arising from such sale shall 
be taken into account for the taxable year of 
the sale to the extent otherwise provided by 
this title, except that section 1091 shall not 
apply to any such loss. 

Proper adjustment shall be made in the 
amount of any gain or loss subsequently re-
alized for gain or loss taken into account 
under the preceding sentence. 

‘‘(3) EXCLUSION FOR CERTAIN GAIN.— 
‘‘(A) IN GENERAL.—The amount which, but 

for this paragraph, would be includible in the 
gross income of any individual by reason of 
this section shall be reduced (but not below 
zero) by $600,000. For purposes of this para-
graph, allocable expatriation gain taken into 
account under subsection (f)(2) shall be 
treated in the same manner as an amount re-
quired to be includible in gross income. 

‘‘(B) COST-OF-LIVING ADJUSTMENT.— 
‘‘(i) IN GENERAL.—In the case of an expa-

triation date occurring in any calendar year 
after 2005, the $600,000 amount under sub-
paragraph (A) shall be increased by an 
amount equal to— 

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment deter-

mined under section 1(f)(3) for such calendar 
year, determined by substituting ‘calendar 
year 2004’ for ‘calendar year 1992’ in subpara-
graph (B) thereof. 

‘‘(ii) ROUNDING RULES.—If any amount after 
adjustment under clause (i) is not a multiple 
of $1,000, such amount shall be rounded to 
the next lower multiple of $1,000. 

‘‘(4) ELECTION TO CONTINUE TO BE TAXED AS 
UNITED STATES CITIZEN.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
elects the application of this paragraph— 

‘‘(i) this section (other than this paragraph 
and subsection (i)) shall not apply to the ex-
patriate, but 

‘‘(ii) in the case of property to which this 
section would apply but for such election, 
the expatriate shall be subject to tax under 
this title in the same manner as if the indi-
vidual were a United States citizen. 

‘‘(B) REQUIREMENTS.—Subparagraph (A) 
shall not apply to an individual unless the 
individual— 

‘‘(i) provides security for payment of tax in 
such form and manner, and in such amount, 
as the Secretary may require, 

‘‘(ii) consents to the waiver of any right of 
the individual under any treaty of the 
United States which would preclude assess-

ment or collection of any tax which may be 
imposed by reason of this paragraph, and 

‘‘(iii) complies with such other require-
ments as the Secretary may prescribe. 

‘‘(C) ELECTION.—An election under sub-
paragraph (A) shall apply to all property to 
which this section would apply but for the 
election and, once made, shall be irrev-
ocable. Such election shall also apply to 
property the basis of which is determined in 
whole or in part by reference to the property 
with respect to which the election was made. 

‘‘(b) ELECTION TO DEFER TAX.— 
‘‘(1) IN GENERAL.—If the taxpayer elects the 

application of this subsection with respect to 
any property treated as sold by reason of 
subsection (a), the payment of the additional 
tax attributable to such property shall be 
postponed until the due date of the return 
for the taxable year in which such property 
is disposed of (or, in the case of property dis-
posed of in a transaction in which gain is not 
recognized in whole or in part, until such 
other date as the Secretary may prescribe). 

‘‘(2) DETERMINATION OF TAX WITH RESPECT 
TO PROPERTY.—For purposes of paragraph (1), 
the additional tax attributable to any prop-
erty is an amount which bears the same 
ratio to the additional tax imposed by this 
chapter for the taxable year solely by reason 
of subsection (a) as the gain taken into ac-
count under subsection (a) with respect to 
such property bears to the total gain taken 
into account under subsection (a) with re-
spect to all property to which subsection (a) 
applies. 

‘‘(3) TERMINATION OF POSTPONEMENT.—No 
tax may be postponed under this subsection 
later than the due date for the return of tax 
imposed by this chapter for the taxable year 
which includes the date of death of the expa-
triate (or, if earlier, the time that the secu-
rity provided with respect to the property 
fails to meet the requirements of paragraph 
(4), unless the taxpayer corrects such failure 
within the time specified by the Secretary). 

‘‘(4) SECURITY.— 
‘‘(A) IN GENERAL.—No election may be 

made under paragraph (1) with respect to 
any property unless adequate security is pro-
vided to the Secretary with respect to such 
property. 

‘‘(B) ADEQUATE SECURITY.—For purposes of 
subparagraph (A), security with respect to 
any property shall be treated as adequate se-
curity if— 

‘‘(i) it is a bond in an amount equal to the 
deferred tax amount under paragraph (2) for 
the property, or 

‘‘(ii) the taxpayer otherwise establishes to 
the satisfaction of the Secretary that the se-
curity is adequate. 

‘‘(5) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless 
the taxpayer consents to the waiver of any 
right under any treaty of the United States 
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion. 

‘‘(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be made under 
paragraph (1) with respect to an interest in a 
trust with respect to which gain is required 
to be recognized under subsection (f)(1). 

‘‘(7) INTEREST.—For purposes of section 
6601— 

‘‘(A) the last date for the payment of tax 
shall be determined without regard to the 
election under this subsection, and 

‘‘(B) section 6621(a)(2) shall be applied by 
substituting ‘5 percentage points’ for ‘3 per-
centage points’ in subparagraph (B) thereof. 

‘‘(c) COVERED EXPATRIATE.—For purposes 
of this section— 
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‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), the term ‘covered expatriate’ 
means an expatriate. 

‘‘(2) EXCEPTIONS.—An individual shall not 
be treated as a covered expatriate if— 

‘‘(A) the individual— 
‘‘(i) became at birth a citizen of the United 

States and a citizen of another country and, 
as of the expatriation date, continues to be a 
citizen of, and is taxed as a resident of, such 
other country, and 

‘‘(ii) has not been a resident of the United 
States (as defined in section 7701(b)(1)(A)(ii)) 
during the 5 taxable years ending with the 
taxable year during which the expatriation 
date occurs, or 

‘‘(B)(i) the individual’s relinquishment of 
United States citizenship occurs before such 
individual attains age 18 1/2, and 

‘‘(ii) the individual has been a resident of 
the United States (as so defined) for not 
more than 5 taxable years before the date of 
relinquishment. 

‘‘(d) EXEMPT PROPERTY; SPECIAL RULES FOR 
PENSION PLANS.— 

‘‘(1) EXEMPT PROPERTY.—This section shall 
not apply to the following: 

‘‘(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other 
than stock of a United States real property 
holding corporation which does not, on the 
day before the expatriation date, meet the 
requirements of section 897(c)(2). 

‘‘(B) SPECIFIED PROPERTY.—Any property 
or interest in property not described in sub-
paragraph (A) which the Secretary specifies 
in regulations. 

‘‘(2) SPECIAL RULES FOR CERTAIN RETIRE-
MENT PLANS.— 

‘‘(A) IN GENERAL.—If a covered expatriate 
holds on the day before the expatriation date 
any interest in a retirement plan to which 
this paragraph applies— 

‘‘(i) such interest shall not be treated as 
sold for purposes of subsection (a)(1), but 

‘‘(ii) an amount equal to the present value 
of the expatriate’s nonforfeitable accrued 
benefit shall be treated as having been re-
ceived by such individual on such date as a 
distribution under the plan. 

‘‘(B) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS.—In the case of any distribution on or 
after the expatriation date to or on behalf of 
the covered expatriate from a plan from 
which the expatriate was treated as receiv-
ing a distribution under subparagraph (A), 
the amount otherwise includible in gross in-
come by reason of the subsequent distribu-
tion shall be reduced by the excess of the 
amount includible in gross income under 
subparagraph (A) over any portion of such 
amount to which this subparagraph pre-
viously applied. 

‘‘(C) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS BY PLAN.—For purposes of this title, a 
retirement plan to which this paragraph ap-
plies, and any person acting on the plan’s be-
half, shall treat any subsequent distribution 
described in subparagraph (B) in the same 
manner as such distribution would be treat-
ed without regard to this paragraph. 

‘‘(D) APPLICABLE PLANS.—This paragraph 
shall apply to— 

‘‘(i) any qualified retirement plan (as de-
fined in section 4974(c)), 

‘‘(ii) an eligible deferred compensation 
plan (as defined in section 457(b)) of an eligi-
ble employer described in section 
457(e)(1)(A), and 

‘‘(iii) to the extent provided in regulations, 
any foreign pension plan or similar retire-
ment arrangements or programs. 

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

‘‘(1) EXPATRIATE.—The term ‘expatriate’ 
means— 

‘‘(A) any United States citizen who relin-
quishes citizenship, and 

‘‘(B) any long-term resident of the United 
States who— 

‘‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or 

‘‘(ii) commences to be treated as a resident 
of a foreign country under the provisions of 
a tax treaty between the United States and 
the foreign country and who does not waive 
the benefits of such treaty applicable to resi-
dents of the foreign country. 

‘‘(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means— 

‘‘(A) the date an individual relinquishes 
United States citizenship, or 

‘‘(B) in the case of a long-term resident of 
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph 
(1)(B). 

‘‘(3) RELINQUISHMENT OF CITIZENSHIP.—A 
citizen shall be treated as relinquishing 
United States citizenship on the earliest of— 

‘‘(A) the date the individual renounces 
such individual’s United States nationality 
before a diplomatic or consular officer of the 
United States pursuant to paragraph (5) of 
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(5)), 

‘‘(B) the date the individual furnishes to 
the United States Department of State a 
signed statement of voluntary relinquish-
ment of United States nationality con-
firming the performance of an act of expa-
triation specified in paragraph (1), (2), (3), or 
(4) of section 349(a) of the Immigration and 
Nationality Act (8 U.S.C. 1481(a)(1)–(4)), 

‘‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or 

‘‘(D) the date a court of the United States 
cancels a naturalized citizen’s certificate of 
naturalization. 

Subparagraph (A) or (B) shall not apply to 
any individual unless the renunciation or 
voluntary relinquishment is subsequently 
approved by the issuance to the individual of 
a certificate of loss of nationality by the 
United States Department of State. 

‘‘(4) LONG-TERM RESIDENT.—The term ‘long- 
term resident’ has the meaning given to such 
term by section 877(e)(2). 

‘‘(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraph (2), if an individual is determined 
under paragraph (3) to hold an interest in a 
trust on the day before the expatriation 
date— 

‘‘(A) the individual shall not be treated as 
having sold such interest, 

‘‘(B) such interest shall be treated as a sep-
arate share in the trust, and 

‘‘(C)(i) such separate share shall be treated 
as a separate trust consisting of the assets 
allocable to such share, 

‘‘(ii) the separate trust shall be treated as 
having sold its assets on the day before the 
expatriation date for their fair market value 
and as having distributed all of its assets to 
the individual as of such time, and 

‘‘(iii) the individual shall be treated as 
having recontributed the assets to the sepa-
rate trust. 

Subsection (a)(2) shall apply to any income, 
gain, or loss of the individual arising from a 
distribution described in subparagraph 
(C)(ii). In determining the amount of such 
distribution, proper adjustments shall be 
made for liabilities of the trust allocable to 
an individual’s share in the trust. 

‘‘(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.— 

‘‘(A) IN GENERAL.—If the trust interest de-
scribed in paragraph (1) is an interest in a 
qualified trust— 

‘‘(i) paragraph (1) and subsection (a) shall 
not apply, and 

‘‘(ii) in addition to any other tax imposed 
by this title, there is hereby imposed on each 
distribution with respect to such interest a 
tax in the amount determined under sub-
paragraph (B). 

‘‘(B) AMOUNT OF TAX.—The amount of tax 
under subparagraph (A)(ii) shall be equal to 
the lesser of— 

‘‘(i) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year which includes 
the day before the expatriation date, multi-
plied by the amount of the distribution, or 

‘‘(ii) the balance in the deferred tax ac-
count immediately before the distribution 
determined without regard to any increases 
under subparagraph (C)(ii) after the 30th day 
preceding the distribution. 

‘‘(C) DEFERRED TAX ACCOUNT.—For purposes 
of subparagraph (B)(ii)— 

‘‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect 
to any trust interest is an amount equal to 
the tax which would have been imposed on 
the allocable expatriation gain with respect 
to the trust interest if such gain had been in-
cluded in gross income under subsection (a). 

‘‘(ii) INCREASE FOR INTEREST.—The balance 
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the 
time the interest accrues), for periods after 
the 90th day after the expatriation date, by 
using the rates and method applicable under 
section 6621 for underpayments of tax for 
such periods, except that section 6621(a)(2) 
shall be applied by substituting ‘5 percentage 
points’ for ‘3 percentage points’ in subpara-
graph (B) thereof. 

‘‘(iii) DECREASE FOR TAXES PREVIOUSLY 
PAID.—The balance in the tax deferred ac-
count shall be reduced— 

‘‘(I) by the amount of taxes imposed by 
subparagraph (A) on any distribution to the 
person holding the trust interest, and 

‘‘(II) in the case of a person holding a non-
vested interest, to the extent provided in 
regulations, by the amount of taxes imposed 
by subparagraph (A) on distributions from 
the trust with respect to nonvested interests 
not held by such person. 

‘‘(D) ALLOCABLE EXPATRIATION GAIN.—For 
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of 
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in 
the trust if the beneficiary held directly all 
assets allocable to such interests. 

‘‘(E) TAX DEDUCTED AND WITHHELD.— 
‘‘(i) IN GENERAL.—The tax imposed by sub-

paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to 
which it relates. 

‘‘(ii) EXCEPTION WHERE FAILURE TO WAIVE 
TREATY RIGHTS.—If an amount may not be 
deducted and withheld under clause (i) by 
reason of the distributee failing to waive any 
treaty right with respect to such distribu-
tion— 

‘‘(I) the tax imposed by subparagraph 
(A)(ii) shall be imposed on the trust and each 
trustee shall be personally liable for the 
amount of such tax, and 

‘‘(II) any other beneficiary of the trust 
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on 
the other beneficiary. 

‘‘(F) DISPOSITION.—If a trust ceases to be a 
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified 
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu 
of the tax imposed by subparagraph (A)(ii), 
there is hereby imposed a tax equal to the 
lesser of— 
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‘‘(i) the tax determined under paragraph (1) 

as if the day before the expatriation date 
were the date of such cessation, disposition, 
or death, whichever is applicable, or 

‘‘(ii) the balance in the tax deferred ac-
count immediately before such date. 

Such tax shall be imposed on the trust and 
each trustee shall be personally liable for the 
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
tate the amount of such tax imposed on the 
other beneficiary. 

‘‘(G) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this paragraph— 

‘‘(i) QUALIFIED TRUST.—The term ‘qualified 
trust’ means a trust which is described in 
section 7701(a)(30)(E). 

‘‘(ii) VESTED INTEREST.—The term ‘vested 
interest’ means any interest which, as of the 
day before the expatriation date, is vested in 
the beneficiary. 

‘‘(iii) NONVESTED INTEREST.—The term 
‘nonvested interest’ means, with respect to 
any beneficiary, any interest in a trust 
which is not a vested interest. Such interest 
shall be determined by assuming the max-
imum exercise of discretion in favor of the 
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary. 

‘‘(iv) ADJUSTMENTS.—The Secretary may 
provide for such adjustments to the bases of 
assets in a trust or a deferred tax account, 
and the timing of such adjustments, in order 
to ensure that gain is taxed only once. 

‘‘(v) COORDINATION WITH RETIREMENT PLAN 
RULES.—This subsection shall not apply to 
an interest in a trust which is part of a re-
tirement plan to which subsection (d)(2) ap-
plies. 

‘‘(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.— 

‘‘(A) DETERMINATIONS UNDER PARAGRAPH 
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based 
upon all relevant facts and circumstances, 
including the terms of the trust instrument 
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar 
adviser. 

‘‘(B) OTHER DETERMINATIONS.—For purposes 
of this section— 

‘‘(i) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be 
the trust beneficiaries for purposes of this 
section. 

‘‘(ii) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income 
tax return— 

‘‘(I) the methodology used to determine 
that taxpayer’s trust interest under this sec-
tion, and 

‘‘(II) if the taxpayer knows (or has reason 
to know) that any other beneficiary of such 
trust is using a different methodology to de-
termine such beneficiary’s trust interest 
under this section. 

‘‘(g) TERMINATION OF DEFERRALS, ETC.—In 
the case of any covered expatriate, notwith-
standing any other provision of this title— 

‘‘(1) any period during which recognition of 
income or gain is deferred shall terminate on 
the day before the expatriation date, and 

‘‘(2) any extension of time for payment of 
tax shall cease to apply on the day before the 
expatriation date and the unpaid portion of 
such tax shall be due and payable at the time 
and in the manner prescribed by the Sec-
retary. 

‘‘(h) IMPOSITION OF TENTATIVE TAX.— 
‘‘(1) IN GENERAL.—If an individual is re-

quired to include any amount in gross in-
come under subsection (a) for any taxable 

year, there is hereby imposed, immediately 
before the expatriation date, a tax in an 
amount equal to the amount of tax which 
would be imposed if the taxable year were a 
short taxable year ending on the expatria-
tion date. 

‘‘(2) DUE DATE.—The due date for any tax 
imposed by paragraph (1) shall be the 90th 
day after the expatriation date. 

‘‘(3) TREATMENT OF TAX.—Any tax paid 
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for 
the taxable year to which subsection (a) ap-
plies. 

‘‘(4) DEFERRAL OF TAX.—The provisions of 
subsection (b) shall apply to the tax imposed 
by this subsection to the extent attributable 
to gain includible in gross income by reason 
of this section. 

‘‘(i) SPECIAL LIENS FOR DEFERRED TAX 
AMOUNTS.— 

‘‘(1) IMPOSITION OF LIEN.— 
‘‘(A) IN GENERAL.—If a covered expatriate 

makes an election under subsection (a)(4) or 
(b) which results in the deferral of any tax 
imposed by reason of subsection (a), the de-
ferred amount (including any interest, addi-
tional amount, addition to tax, assessable 
penalty, and costs attributable to the de-
ferred amount) shall be a lien in favor of the 
United States on all property of the expa-
triate located in the United States (without 
regard to whether this section applies to the 
property). 

‘‘(B) DEFERRED AMOUNT.—For purposes of 
this subsection, the deferred amount is the 
amount of the increase in the covered expa-
triate’s income tax which, but for the elec-
tion under subsection (a)(4) or (b), would 
have occurred by reason of this section for 
the taxable year including the expatriation 
date. 

‘‘(2) PERIOD OF LIEN.—The lien imposed by 
this subsection shall arise on the expatria-
tion date and continue until— 

‘‘(A) the liability for tax by reason of this 
section is satisfied or has become unenforce-
able by reason of lapse of time, or 

‘‘(B) it is established to the satisfaction of 
the Secretary that no further tax liability 
may arise by reason of this section. 

‘‘(3) CERTAIN RULES APPLY.—The rules set 
forth in paragraphs (1), (3), and (4) of section 
6324A(d) shall apply with respect to the lien 
imposed by this subsection as if it were a 
lien imposed by section 6324A. 

‘‘(j) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) INCLUSION IN INCOME OF GIFTS AND BE-
QUESTS RECEIVED BY UNITED STATES CITIZENS 
AND RESIDENTS FROM EXPATRIATES.—Section 
102 (relating to gifts, etc. not included in 
gross income) is amended by adding at the 
end the following new subsection: 

‘‘(d) GIFTS AND INHERITANCES FROM COV-
ERED EXPATRIATES.— 

‘‘(1) IN GENERAL.—Subsection (a) shall not 
exclude from gross income the value of any 
property acquired by gift, bequest, devise, or 
inheritance from a covered expatriate after 
the expatriation date. For purposes of this 
subsection, any term used in this subsection 
which is also used in section 877A shall have 
the same meaning as when used in section 
877A. 

‘‘(2) EXCEPTIONS FOR TRANSFERS OTHERWISE 
SUBJECT TO ESTATE OR GIFT TAX.—Paragraph 
(1) shall not apply to any property if either— 

‘‘(A) the gift, bequest, devise, or inherit-
ance is— 

‘‘(i) shown on a timely filed return of tax 
imposed by chapter 12 as a taxable gift by 
the covered expatriate, or 

‘‘(ii) included in the gross estate of the 
covered expatriate for purposes of chapter 11 
and shown on a timely filed return of tax im-

posed by chapter 11 of the estate of the cov-
ered expatriate, or 

‘‘(B) no such return was timely filed but no 
such return would have been required to be 
filed even if the covered expatriate were a 
citizen or long-term resident of the United 
States.’’. 

(c) DEFINITION OF TERMINATION OF UNITED 
STATES CITIZENSHIP.—Section 7701(a) is 
amended by adding at the end the following 
new paragraph: 

‘‘(49) TERMINATION OF UNITED STATES CITI-
ZENSHIP.— 

‘‘(A) IN GENERAL.—An individual shall not 
cease to be treated as a United States citizen 
before the date on which the individual’s 
citizenship is treated as relinquished under 
section 877A(e)(3). 

‘‘(B) DUAL CITIZENS.—Under regulations 
prescribed by the Secretary, subparagraph 
(A) shall not apply to an individual who be-
came at birth a citizen of the United States 
and a citizen of another country.’’. 

(d) INELIGIBILITY FOR VISA OR ADMISSION TO 
UNITED STATES.— 

(1) IN GENERAL.—Section 212(a)(10)(E) of the 
Immigration and Nationality Act (8 U.S.C. 
1182(a)(10)(E)) is amended to read as follows: 

‘‘(E) FORMER CITIZENS NOT IN COMPLIANCE 
WITH EXPATRIATION REVENUE PROVISIONS.— 
Any alien who is a former citizen of the 
United States who relinquishes United 
States citizenship (within the meaning of 
section 877A(e)(3) of the Internal Revenue 
Code of 1986) and who is not in compliance 
with section 877A of such Code (relating to 
expatriation).’’. 

(2) AVAILABILITY OF INFORMATION.— 
(A) IN GENERAL.—Section 6103(l) (relating 

to disclosure of returns and return informa-
tion for purposes other than tax administra-
tion) is amended by adding at the end the 
following new paragraph: 

‘‘(21) DISCLOSURE TO DENY VISA OR ADMIS-
SION TO CERTAIN EXPATRIATES.—Upon written 
request of the Attorney General or the At-
torney General’s delegate, the Secretary 
shall disclose whether an individual is in 
compliance with section 877A (and if not in 
compliance, any items of noncompliance) to 
officers and employees of the Federal agency 
responsible for administering section 
212(a)(10)(E) of the Immigration and Nation-
ality Act solely for the purpose of, and to the 
extent necessary in, administering such sec-
tion 212(a)(10)(E).’’. 

(B) SAFEGUARDS.—Section 6103(p)(4) (relat-
ing to safeguards) is amended by striking ‘‘or 
(20)’’ each place it appears and inserting 
‘‘(20), or (21)’’. 

(3) EFFECTIVE DATES.—The amendments 
made by this subsection shall apply to indi-
viduals who relinquish United States citizen-
ship on or after the date of the enactment of 
this Act. 

(e) CONFORMING AMENDMENTS.— 
(1) Section 877 is amended by adding at the 

end the following new subsection: 
‘‘(h) APPLICATION.—This section shall not 

apply to an expatriate (as defined in section 
877A(e)) whose expatriation date (as so de-
fined) occurs on or after the date of the en-
actment of this subsection.’’. 

(2) Section 2107 is amended by adding at 
the end the following new subsection: 

‘‘(f) APPLICATION.—This section shall not 
apply to any expatriate subject to section 
877A.’’. 

(3) Section 2501(a)(3) is amended by adding 
at the end the following new subparagraph: 

‘‘(C) APPLICATION.—This paragraph shall 
not apply to any expatriate subject to sec-
tion 877A.’’. 

(4) Section 6039G(a) is amended by insert-
ing ‘‘or 877A’’ after ‘‘section 877(b)’’. 

(5) The second sentence of section 6039G(d) 
is amended by inserting ‘‘or who relinquishes 
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United States citizenship (within the mean-
ing of section 877A(e)(3))’’ after ‘‘section 
877(a))’’. 

(f) CLERICAL AMENDMENT.—The table of 
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the 
following new item: 
‘‘Sec. 877A. Tax responsibilities of expatria-

tion.’’. 
(g) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in this 

subsection, the amendments made by this 
section shall apply to expatriates (within the 
meaning of section 877A(e) of the Internal 
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined) 
occurs on or after the date of the enactment 
of this Act. 

(2) GIFTS AND BEQUESTS.—Section 102(d) of 
the Internal Revenue Code of 1986 (as added 
by subsection (b)) shall apply to gifts and be-
quests received on or after the date of the 
enactment of this Act, from an individual or 
the estate of an individual whose expatria-
tion date (as so defined) occurs after such 
date. 

(3) DUE DATE FOR TENTATIVE TAX.—The due 
date under section 877A(h)(2) of the Internal 
Revenue Code of 1986, as added by this sec-
tion, shall in no event occur before the 90th 
day after the date of the enactment of this 
Act. 
SEC. 319. MODIFICATION OF EXCLUSION FOR 

CITIZENS LIVING ABROAD. 
(a) INFLATION ADJUSTMENT OF FOREIGN 

EARNED INCOME LIMITATION.—Clause (ii) of 
section 911(b)(2)(D) (relating to inflation ad-
justment) is amended— 

(1) by striking ‘‘2007’’ and inserting ‘‘2005’’, 
and 

(2) by striking ‘‘2006’’ in subclause (II) and 
inserting ‘‘2004’’. 

(b) MODIFICATION OF HOUSING COST 
AMOUNT.— 

(1) MINIMUM AMOUNT.—Clause (i) of section 
911(c)(1)(B) is amended to read as follows: 

‘‘(i) 16 percent of the amount (computed on 
a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which such 
taxable year begins, multiplied by’’. 

(2) MAXIMUM AMOUNT OF EXCLUSION.— 
(A) IN GENERAL.—Subparagraph (A) of sec-

tion 911(c)(1) is amended by inserting ‘‘to the 
extent such expenses do not exceed the 
amount determined under paragraph (2)’’ 
after ‘‘the taxable year’’. 

(B) LIMITATION.—Subsection (c) of section 
911 is amended by redesignating paragraphs 
(2) and (3) as paragraphs (3) and (4), respec-
tively, and by inserting after paragraph (1) 
the following new paragraph: 

‘‘(2) LIMITATION.—The amount determined 
under this paragraph is an amount equal to 
the product of— 

‘‘(A) 30 percent of the amount (computed 
on a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which the 
taxable year of the individual begins, multi-
plied by 

‘‘(B) the number of days of such taxable 
year within the applicable period described 
in subparagraph (A) or (B) of subsection 
(d)(1).’’. 

(C) CONFORMING AMENDMENTS.— 
(i) Section 911(d)(4) is amended by striking 

‘‘and (c)(1)(B)(ii)’’ and inserting ‘‘, 
(c)(1)(B)(ii), and (c)(2)(B)’’ 

(ii) Section 911(d)(7) is amended by striking 
‘‘subsection (c)(3)’’ and inserting ‘‘subsection 
(c)(4)’’. 

(c) RATES OF TAX APPLICABLE TO NON-
EXCLUDED INCOME.—Section 911 (relating to 
exclusion of certain income of citizens and 
residents of the United States living abroad) 
is amended by redesignating subsection (f) as 
subsection (g) and by inserting after sub-
section (e) the following new subsection: 

‘‘(f) DETERMINATION OF TAX LIABILITY ON 
NONEXCLUDED AMOUNTS.—If any amount is 
excluded from the gross income of a taxpayer 
under subsection (a) for any taxable year, 
then, notwithstanding section 1 or 55— 

‘‘(1) the tax imposed by section 1 on the 
taxpayer for such taxable year shall be equal 
to the excess (if any) of— 

‘‘(A) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s taxable income for the 
taxable year (determined without regard to 
this subsection), plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, and 

‘‘(2) the tax imposed by section 55 for such 
taxable year shall be equal to the excess (if 
any) of— 

‘‘(A) the amount which would be the ten-
tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s alternative minimum 
taxable income for the taxable year (deter-
mined without regard to this subsection), 
plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the sum of— 
‘‘(i) the amount which would be the ten-

tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, plus 

‘‘(ii) the amount which would be the reg-
ular tax for the taxable year if the tax im-
posed by section 1 were the tax computed 
under paragraph (1). 

For purposes of this subsection, the amount 
excluded under subsection (a) shall be re-
duced by the aggregate amount of any deduc-
tions or exclusions disallowed under sub-
section (d)(6) with respect to such excluded 
amount.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. 320. LIMITATION ON ANNUAL AMOUNTS 

WHICH MAY BE DEFERRED UNDER 
NONQUALIFIED DEFERRED COM-
PENSATION ARRANGEMENTS. 

(a) IN GENERAL.—Section 409A (relating to 
inclusion of gross income under nonqualified 
deferred compensation plans) is amended by 
redesignating subsections (c), (d), and (e) as 
subsections (d), (e), and (f), respectively, and 
by inserting after subsection (b) the fol-
lowing new subsection: 

‘‘(c) ANNUAL LIMITATION ON AGGREGATE DE-
FERRED AMOUNTS.— 

‘‘(1) LIMITATION.—If the aggregate amount 
of compensation which— 

‘‘(A) is deferred for any taxable year with 
respect to a participant under 1 or more non-
qualified deferred compensation plans main-
tained by the same employer, and 

‘‘(B) is not otherwise includible in gross in-
come of the participant for the taxable year, 
exceeds the applicable dollar amount for the 
taxable year, then such excess shall be in-
cluded in the participant’s gross income for 
the taxable year. 

‘‘(2) INCLUSION OF EARNINGS.—If— 
‘‘(A) an amount is includible under para-

graph (1) in the gross income of a participant 
for any taxable year, and 

‘‘(B) any portion of any assets set aside in 
a trust or other arrangement under a non-

qualified deferred compensation plan are 
properly allocable to such amount, 

then any increase in value in, or earnings 
with respect to, such portion for the taxable 
year or any succeeding taxable year shall be 
included in gross income of the participant 
for such taxable year or succeeding taxable 
year. 

‘‘(3) APPLICABLE DOLLAR AMOUNT.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘applicable 
dollar amount’ means, with respect to any 
participant, the lesser of— 

‘‘(i) the average annual compensation 
which— 

‘‘(I) was payable during the base period to 
the participant by the employer described in 
paragraph (1)(A), and 

‘‘(II) was includible in the participant’s 
gross income for taxable years in the base 
period, or 

‘‘(ii) $1,000,000. 
‘‘(B) BASE PERIOD.—The term ‘base period’ 

means, with respect to any computation 
year, the 5-taxable year period ending with 
the taxable year preceding the taxable year 
in which the election described in subsection 
(a)(4)(B) is made by the participant to have 
compensation for services performed in the 
computation year deferred under a non-
qualified deferred compensation plan, except 
that if the election is made after the begin-
ning of the computation year, such period 
shall be the 5-taxable year period ending 
with the taxable year preceding the com-
putation year. For purposes of this subpara-
graph, the term ‘computation year’ means 
any taxable year of the participant for which 
the limitation under paragraph (1) is being 
determined.’’. 

(b) CONFORMING AMENDMENTS.—Sections 
6041(g)(1) and 6051(a)(13) are each amended by 
striking ‘‘409A(d)’’ and inserting ‘‘409A(e)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005, ex-
cept that taxable years beginning on or be-
fore such date shall be taken into account in 
determining the average annual compensa-
tion of a participant during any base period 
for purposes of section 409A(c)(2) of the Inter-
nal Revenue Code of 1986 (as added by such 
amendments). 
SEC. 321. INCREASE IN AGE OF MINOR CHILDREN 

WHOSE UNEARNED INCOME IS 
TAXED AS IF PARENT’S INCOME. 

(a) IN GENERAL.—Section 1(g)(2)(A) (relat-
ing to child to whom subsection applies) is 
amended by striking ‘‘age 14’’ and inserting 
‘‘age 18’’. 

(b) TREATMENT OF DISTRIBUTIONS FROM 
QUALIFIED DISABILITY TRUSTS.—Section 
1(g)(4) (relating to net unearned income) is 
amended by adding at the end the following 
new subparagraph: 

‘‘(C) TREATMENT OF DISTRIBUTIONS FROM 
QUALIFIED DISABILITY TRUSTS.—For purposes 
of this subsection, in the case of any child 
who is a beneficiary of a qualified disability 
trust (as defined in section 642(b)(2)(C)(ii)), 
any amount included in the income of such 
child under sections 652 and 662 during a tax-
able year shall be considered earned income 
of such child for such taxable year.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

Subtitle C—Oil and Gas Provisions 
SEC. 331. EXTENSION OF SUPERFUND TAXES. 

(a) EXCISE TAXES.—Section 4611(e) is 
amended to read as follows: 

‘‘(e) APPLICATION OF HAZARDOUS SUBSTANCE 
SUPERFUND FINANCING RATE.—The Hazardous 
Substance Superfund financing rate under 
this section shall apply after December 31, 
1986, and before January 1, 1996, and after De-
cember 31, 2005, and before January 1, 2015.’’ 
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(b) CORPORATE ENVIRONMENTAL INCOME 

TAX.—Section 59A(e) is amended to read as 
follows: 

‘‘(e) APPLICATION OF TAX.—The tax imposed 
by this section shall apply to taxable years 
beginning after December 31, 1986, and before 
January 1, 1996, and to taxable years begin-
ning after December 31, 2005, and before Jan-
uary 1, 2015.’’ 

(c) EFFECTIVE DATES.— 
(1) EXCISE TAXES.—The amendments made 

by subsection (a) shall take effect on the 
date of the enactment of this Act. 

(2) INCOME TAX.—The amendment made by 
subsection (b) shall apply to taxable years 
beginning after December 31, 2005. 
SEC. 332. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
DUAL CAPACITY TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States) is amended 
by redesignating subsection (m) as sub-
section (n) and by inserting after subsection 
(l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
to a foreign country or possession of the 
United States for any period shall not be 
considered a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 
possession were applicable to such dual ca-
pacity taxpayer. 

Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 

SEC. 333. RULES RELATING TO FOREIGN OIL AND 
GAS INCOME. 

(a) SEPARATE BASKET FOR FOREIGN TAX 
CREDIT.— 

(1) SEPARATE BASKET.— 
(A) YEARS BEFORE 2007.—Paragraph (1) of 

section 904(d) (relating to separate applica-
tion of section with respect to certain cat-
egories of income), as in effect for years be-
ginning before 2007, is amended by striking 
‘‘and’’ at the end of subparagraph (H), by re-
designating subparagraph (I) as subpara-
graph (J), and by inserting after subpara-
graph (H) the following new subparagraph: 

‘‘(I) foreign oil and gas income, and’’. 
(B) 2007 AND AFTER.—Paragraph (1) of sec-

tion 904(d), as in effect for years beginning 
after 2006, is amended by striking ‘‘and’’ at 
the end of subparagraph (A), by striking the 
period at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following: 

‘‘(C) foreign oil and gas income.’’ 
(2) DEFINITION.— 
(A) YEARS BEFORE 2007.—Paragraph (2) of 

section 904(d), as in effect for years begin-
ning before 2007, is amended by redesignating 
subparagraphs (H) and (I) as subparagraphs 
(I) and (J), respectively, and by inserting 
after subparagraph (G) the following new 
subparagraph: 

‘‘(H) FOREIGN OIL AND GAS INCOME.—The 
term ‘foreign oil and gas income’ has the 
meaning given such term by section 954(g).’’ 

(B) 2007 AND AFTER.—Section 904(d)(2), as in 
effect for years after 2006, is amended by re-
designating subparagraphs (J) and (K) as 
subparagraphs (K) and (L) and by inserting 
after subparagraph (I) the following: 

‘‘(J) FOREIGN OIL AND GAS INCOME.—For 
purposes of this section— 

‘‘(i) IN GENERAL.—The term ‘foreign oil and 
gas income’ has the meaning given such 
term by section 954(g). 

‘‘(ii) COORDINATION.—Passive category in-
come and general category income shall not 
include foreign oil and gas income (as so de-
fined).’’ 

(3) CONFORMING AMENDMENTS.— 
(A) Section 904(d)(3)(F)(i) is amended by 

striking ‘‘or (E)’’ and inserting ‘‘(E), or (I)’’. 
(B) Section 907(a) is hereby repealed. 
(C) Section 907(c)(4) is hereby repealed. 
(D) Section 907(f) is hereby repealed. 
(4) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this section shall apply to taxable years 
beginning after the date of the enactment of 
this Act. 

(B) YEARS AFTER 2006.—The amendments 
made by paragraphs (1)(B) and (2)(B) shall 
apply to taxable years beginning after De-
cember 31, 2006. 

(C) TRANSITIONAL RULES.— 
(i) SEPARATE BASKET TREATMENT.—Any 

taxes paid or accrued in a taxable year be-
ginning on or before the date of the enact-
ment of this Act, with respect to income 
which was described in subparagraph (I) of 
section 904(d)(1) of such Code (as in effect on 
the day before the date of the enactment of 
this Act), shall be treated as taxes paid or 
accrued with respect to foreign oil and gas 
income to the extent the taxpayer estab-
lishes to the satisfaction of the Secretary of 
the Treasury that such taxes were paid or ac-
crued with respect to foreign oil and gas in-
come. 

(ii) CARRYOVERS.—Any unused oil and gas 
extraction taxes which under section 907(f) of 
such Code (as so in effect) would have been 
allowable as a carryover to the taxpayer’s 
first taxable year beginning after the date of 
the enactment of this Act (without regard to 
the limitation of paragraph (2) of such sec-
tion 907(f) for first taxable year) shall be al-
lowed as carryovers under section 904(c) of 
such Code in the same manner as if such 

taxes were unused taxes under such section 
904(c) with respect to foreign oil and gas ex-
traction income. 

(iii) LOSSES.—The amendment made by 
paragraph (3)(C) shall not apply to foreign oil 
and gas extraction losses arising in taxable 
years beginning on or before the date of the 
enactment of this Act. 

(b) ELIMINATION OF DEFERRAL FOR FOREIGN 
OIL AND GAS EXTRACTION INCOME.— 

(1) GENERAL RULE.—Paragraph (1) of sec-
tion 954(g) (defining foreign base company oil 
related income) is amended to read as fol-
lows: 

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the term ‘foreign oil 
and gas income’ means any income of a kind 
which would be taken into account in deter-
mining the amount of— 

‘‘(A) foreign oil and gas extraction income 
(as defined in section 907(c)), or 

‘‘(B) foreign oil related income (as defined 
in section 907(c)).’’ 

(2) CONFORMING AMENDMENTS.— 
(A) Subsections (a)(5), (b)(5), and (b)(6) of 

section 954, and section 952(c)(1)(B)(ii)(I), are 
each amended by striking ‘‘base company oil 
related income’’ each place it appears (in-
cluding in the heading of subsection (b)(8)) 
and inserting ‘‘oil and gas income’’. 

(B) Subsection (b)(4) of section 954 is 
amended by striking ‘‘base company oil-re-
lated income’’ and inserting ‘‘oil and gas in-
come’’. 

(C) The subsection heading for subsection 
(g) of section 954 is amended by striking 
‘‘FOREIGN BASE COMPANY OIL RELATED IN-
COME’’ and inserting ‘‘FOREIGN OIL AND GAS 
INCOME’’. 

(D) Subparagraph (A) of section 954(g)(2) is 
amended by striking ‘‘foreign base company 
oil related income’’ and inserting ‘‘foreign 
oil and gas income’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years of foreign corporations beginning 
after the date of the enactment of this Act, 
and to taxable years of United States share-
holders ending with or within such taxable 
years of foreign corporations. 
SEC. 334. MODIFICATION OF CREDIT FOR PRO-

DUCING FUEL FROM A NONCONVEN-
TIONAL SOURCE. 

(a) TAXABLE YEARS ENDING BEFORE 2006.— 
(1) MODIFICATION OF PHASEOUT.— 
(A) IN GENERAL.—Section 29(b)(1)(A) is 

amended by inserting ‘‘the calendar year 
preceding’’ before ‘‘the calendar year’’. 

(B) CONFORMING AMENDMENTS.—Section 
29(b)((2) is amended— 

(i) by striking ‘‘The’’ and inserting ‘‘With 
respect to any calendar year, the’’, and 

(ii) by striking ‘‘for the calendar year in 
which the sale occurs’’ and inserting ‘‘for 
such calendar year’’. 

(2) NO INFLATION ADJUSTMENT FOR THE 
CREDIT AMOUNT IN 2005.—Section 29(b)(2), as 
amended by paragraph (1), is amended by 
adding at the end the following new sen-
tence: ‘‘This paragraph shall not apply with 
respect to the $3 amount in subsection (a) for 
calendar year 2005 and the amount in effect 
under subsection (a) for sales in such cal-
endar year shall be the amount which was in 
effect for sales in calendar year 2004.’’. 

(b) TAXABLE YEARS ENDING AFTER 2005.— 
(1) MODIFICATION OF PHASEOUT.— 
(A) IN GENERAL.—Section 45K(b)(1)(A) is 

amended by inserting ‘‘the calendar year 
preceding’’ before ‘‘the calendar year’’. 

(B) CONFORMING AMENDMENTS.—Section 
45K(b)((2) is amended— 

(i) by striking ‘‘The’’ and inserting ‘‘With 
respect to any calendar year, the’’, and 

(ii) by striking ‘‘for the calendar year in 
which the sale occurs’’ and inserting ‘‘for 
such calendar year’’. 
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(2) NO INFLATION ADJUSTMENT FOR THE 

CREDIT AMOUNT IN 2005, 2006, AND 2007.—Section 
45K(b)(2), as amended by paragraph (1), is 
amended by adding at the end the following 
new sentence: ‘‘This paragraph shall not 
apply with respect to the $3 amount in sub-
section (a) for calendar years 2005, 2006, and 
2007 and the amount in effect under sub-
section (a) for sales in each such calendar 
year shall be the amount which was in effect 
for sales in calendar year 2004.’’. 

(3) TREATMENT OF COKE AND COKE GAS.— 
(A) NONAPPLICATION OF PHASEOUT.—Section 

45K(g)(2) is amended by adding at the end the 
following new subparagraph: 

‘‘(D) NONAPPLICATION OF PHASEOUT.—Sub-
section (b)(1) shall not apply.’’. 

(B) APPLICATION OF INFLATION ADJUST- 
MENT .—Section 45K(g)(2)(B) is amended by 
inserting ‘‘and the last sentence of sub-
section (b)(2) shall not apply.’’. 

(C) CLARIFICATION OF QUALIFYING FACIL-
ITY.—Section 45K(g)(1) is amended by insert-
ing ‘‘(other than from petroleum based prod-
ucts)’’ after ‘‘coke or coke gas’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to fuel sold 
after December 31, 2004. 
SEC. 335. ELIMINATION OF AMORTIZATION OF 

GEOLOGICAL AND GEOPHYSICAL EX-
PENDITURES FOR MAJOR INTE-
GRATED OIL COMPANIES. 

(a) IN GENERAL.—Section 167(h) is amended 
by adding at the end the following new para-
graph: 

‘‘(5) NONAPPLICATION TO MAJOR INTEGRATED 
OIL COMPANIES.—This subsection shall not 
apply with respect to any expenses paid or 
incurred for any taxable year by any inte-
grated oil company (as defined in section 
291(b)(4)) which has an average daily world-
wide production of crude oil of at least 
500,000 barrels for such taxable year.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect as if 
included in the amendment made by section 
1329(a) of the Energy Policy Act of 2005. 

Subtitle D—Tax Administration Provisions 
SEC. 341. IMPOSITION OF WITHHOLDING ON CER-

TAIN PAYMENTS MADE BY GOVERN-
MENT ENTITIES. 

(a) IN GENERAL.—Section 3402 is amended 
by adding at the end the following new sub-
section: 

‘‘(t) EXTENSION OF WITHHOLDING TO CERTAIN 
PAYMENTS MADE BY GOVERNMENT ENTITIES.— 

‘‘(1) GENERAL RULE.—The Government of 
the United States, every State, every polit-
ical subdivision thereof, and every instru-
mentality of the foregoing (including multi- 
State agencies) making any payment for 
goods and services which is subject to with-
holding shall deduct and withhold form such 
payment a tax in an amount equal to 3 per-
cent of such payment. 

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not 
apply to any payment— 

‘‘(A) except as provided in subparagraph 
(B), which is subject to withholding under 
any other provision of this chapter or chap-
ter 3, 

‘‘(B) which is subject to withholding under 
section 3406 and from which amounts are 
being withheld under such section, 

‘‘(C) of interest, 
‘‘(D) for real property, 
‘‘(E) to any tax-exempt entity, foreign gov-

ernment, or other entity subject to the re-
quirements of paragraph (1), 

‘‘(F) made pursuant to a classified or con-
fidential contract (as defined in section 
6050M(e)(3)), and 

‘‘(G) made by a political subdivision of a 
State (or any instrumentality thereof) which 
makes less than $100,000,000 of such payments 
annually. 

‘‘(3) COORDINATION WITH OTHER SECTIONS.— 
For purposes of sections 3403 and 3404 and for 

purposes of so much of subtitle F (except sec-
tion 7205) as relates to this chapter, pay-
ments to any person of any payment for 
goods and services which is subject to with-
holding shall be treated as if such payments 
were wages paid by an employer to an em-
ployee.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to payments 
made after December 31, 2005. 
SEC. 342. INCREASE IN CERTAIN CRIMINAL PEN-

ALTIES. 
(a) IN GENERAL.—Section 7206 (relating to 

fraud and false statements) is amended— 
(1) by striking ‘‘Any person who—’’ and in-

serting ‘‘(a) IN GENERAL.—Any person who— 
’’, and 

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

‘‘(b) INCREASE IN MONETARY LIMITATION FOR 
UNDERPAYMENT OR OVERPAYMENT OF TAX DUE 
TO FRAUD.—If any portion of any under-
payment (as defined in section 6664(a)) or 
overpayment (as defined in section 6401(a)) of 
tax required to be shown on a return is at-
tributable to fraudulent action described in 
subsection (a), the applicable dollar amount 
under subsection (a) shall in no event be less 
than an amount equal to such portion. A rule 
similar to the rule under section 6663(b) shall 
apply for purposes of determining the por-
tion so attributable.’’. 

(b) INCREASE IN PENALTIES.— 
(1) ATTEMPT TO EVADE OR DEFEAT TAX.— 

Section 7201 is amended— 
(A) by striking ‘‘$100,000’’ and inserting 

‘‘$500,000’’, 
(B) by striking ‘‘$500,000’’ and inserting 

‘‘$1,000,000’’, and 
(C) by striking ‘‘5 years’’ and inserting ‘‘10 

years’’. 
(2) WILLFUL FAILURE TO FILE RETURN, SUP-

PLY INFORMATION, OR PAY TAX.—Section 7203 
is amended— 

(A) in the first sentence— 
(i) by striking ‘‘Any person’’ and inserting 

the following: 
‘‘(a) IN GENERAL.—Any person’’, and 
(ii) by striking ‘‘$25,000’’ and inserting 

‘‘$50,000’’, 
(B) in the third sentence, by striking ‘‘sec-

tion’’ and inserting ‘‘subsection’’, and 
(C) by adding at the end the following new 

subsection: 
‘‘(b) AGGRAVATED FAILURE TO FILE.— 
‘‘(1) IN GENERAL.—In the case of any failure 

described in paragraph (2), the first sentence 
of subsection (a) shall be applied by sub-
stituting— 

‘‘(A) ‘felony’ for ‘misdemeanor’, 
‘‘(B) ‘$500,000 ($1,000,000’ for ‘$25,000 

($100,000’, and 
‘‘(C) ‘10 years’ for ‘1 year’. 
‘‘(2) FAILURE DESCRIBED.—A failure de-

scribed in this paragraph is a failure to make 
a return described in subsection (a) for a pe-
riod of 3 or more consecutive taxable 
years.’’. 

(3) FRAUD AND FALSE STATEMENTS.—Section 
7206(a) (as redesignated by subsection (a)) is 
amended— 

(A) by striking ‘‘$100,000’’ and inserting 
‘‘$500,000’’, 

(B) by striking ‘‘$500,000’’ and inserting 
‘‘$1,000,000’’, and 

(C) by striking ‘‘3 years’’ and inserting ‘‘5 
years’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to actions, 
and failures to act, occurring after the date 
of the enactment of this Act. 
SEC. 343. REPEAL OF SUSPENSION OF INTEREST 

AND CERTAIN PENALTIES WHERE 
SECRETARY FAILS TO CONTACT TAX-
PAYER. 

(a) IN GENERAL.—Section 6404 (relating to 
abatements) is amended by striking sub-
section (g) and by redesignating subsections 

(h) and (i) as subsections (g) and (h), respec-
tively. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to returns 
of tax filed after December 31, 2005. 
SEC. 344. INCREASE IN PENALTY FOR BAD 

CHECKS AND MONEY ORDERS. 
(a) IN GENERAL.—Section 6657 (relating to 

bad checks) is amended— 
(1) by striking ‘‘$750’’ and inserting 

‘‘$1,250’’, and 
(2) by striking ‘‘$15’’ and inserting ‘‘$25’’. 
(b) EFFECTIVE DATE.—The amendments 

made by this section apply to checks or 
money orders received after the date of the 
enactment of this Act. 
SEC. 345. FRIVOLOUS TAX SUBMISSIONS. 

(a) CIVIL PENALTIES.—Section 6702 is 
amended to read as follows: 
‘‘SEC. 6702. FRIVOLOUS TAX SUBMISSIONS. 

‘‘(a) CIVIL PENALTY FOR FRIVOLOUS TAX RE-
TURNS.—A person shall pay a penalty of 
$5,000 if— 

‘‘(1) such person files what purports to be a 
return of a tax imposed by this title but 
which— 

‘‘(A) does not contain information on 
which the substantial correctness of the self- 
assessment may be judged, or 

‘‘(B) contains information that on its face 
indicates that the self-assessment is substan-
tially incorrect; and 

‘‘(2) the conduct referred to in paragraph 
(1)— 

‘‘(A) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(B) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(b) CIVIL PENALTY FOR SPECIFIED FRIVO-
LOUS SUBMISSIONS.— 

‘‘(1) IMPOSITION OF PENALTY.—Except as 
provided in paragraph (3), any person who 
submits a specified frivolous submission 
shall pay a penalty of $5,000. 

‘‘(2) SPECIFIED FRIVOLOUS SUBMISSION.—For 
purposes of this section— 

‘‘(A) SPECIFIED FRIVOLOUS SUBMISSION.— 
The term ‘specified frivolous submission’ 
means a specified submission if any portion 
of such submission— 

‘‘(i) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or 

‘‘(ii) reflects a desire to delay or impede 
the administration of Federal tax laws. 

‘‘(B) SPECIFIED SUBMISSION.—The term 
‘specified submission’ means— 

‘‘(i) a request for a hearing under— 
‘‘(I) section 6320 (relating to notice and op-

portunity for hearing upon filing of notice of 
lien), or 

‘‘(II) section 6330 (relating to notice and 
opportunity for hearing before levy), and 

‘‘(ii) an application under— 
‘‘(I) section 6159 (relating to agreements 

for payment of tax liability in installments), 
‘‘(II) section 7122 (relating to com-

promises), or 
‘‘(III) section 7811 (relating to taxpayer as-

sistance orders). 
‘‘(3) OPPORTUNITY TO WITHDRAW SUBMIS-

SION.—If the Secretary provides a person 
with notice that a submission is a specified 
frivolous submission and such person with-
draws such submission within 30 days after 
such notice, the penalty imposed under para-
graph (1) shall not apply with respect to such 
submission. 

‘‘(c) LISTING OF FRIVOLOUS POSITIONS.—The 
Secretary shall prescribe (and periodically 
revise) a list of positions which the Sec-
retary has identified as being frivolous for 
purposes of this subsection. The Secretary 
shall not include in such list any position 
that the Secretary determines meets the re-
quirement of section 6662(d)(2)(B)(ii)(II). 
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‘‘(d) REDUCTION OF PENALTY.—The Sec-

retary may reduce the amount of any pen-
alty imposed under this section if the Sec-
retary determines that such reduction would 
promote compliance with and administra-
tion of the Federal tax laws. 

‘‘(e) PENALTIES IN ADDITION TO OTHER PEN-
ALTIES.—The penalties imposed by this sec-
tion shall be in addition to any other penalty 
provided by law.’’. 

(b) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS BEFORE LEVY.— 

(1) FRIVOLOUS REQUESTS DISREGARDED.— 
Section 6330 (relating to notice and oppor-
tunity for hearing before levy) is amended by 
adding at the end the following new sub-
section: 

‘‘(g) FRIVOLOUS REQUESTS FOR HEARING, 
ETC.—Notwithstanding any other provision 
of this section, if the Secretary determines 
that any portion of a request for a hearing 
under this section or section 6320 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(2) PRECLUSION FROM RAISING FRIVOLOUS 
ISSUES AT HEARING.—Section 6330(c)(4) is 
amended— 

(A) by striking ‘‘(A)’’ and inserting 
‘‘(A)(i)’’; 

(B) by striking ‘‘(B)’’ and inserting ‘‘(ii)’’; 
(C) by striking the period at the end of the 

first sentence and inserting ‘‘; or’’; and 
(D) by inserting after subparagraph (A)(ii) 

(as so redesignated) the following: 
‘‘(B) the issue meets the requirement of 

clause (i) or (ii) of section 6702(b)(2)(A).’’. 
(3) STATEMENT OF GROUNDS.—Section 

6330(b)(1) is amended by striking ‘‘under sub-
section (a)(3)(B)’’ and inserting ‘‘in writing 
under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’. 

(c) TREATMENT OF FRIVOLOUS REQUESTS 
FOR HEARINGS UPON FILING OF NOTICE OF 
LIEN.—Section 6320 is amended— 

(1) in subsection (b)(1), by striking ‘‘under 
subsection (a)(3)(B)’’ and inserting ‘‘in writ-
ing under subsection (a)(3)(B) and states the 
grounds for the requested hearing’’, and 

(2) in subsection (c), by striking ‘‘and (e)’’ 
and inserting ‘‘(e), and (g)’’. 

(d) TREATMENT OF FRIVOLOUS APPLICATIONS 
FOR OFFERS-IN-COMPROMISE AND INSTALL-
MENT AGREEMENTS.—Section 7122 is amended 
by adding at the end the following new sub-
section: 

‘‘(e) FRIVOLOUS SUBMISSIONS, ETC.—Not-
withstanding any other provision of this sec-
tion, if the Secretary determines that any 
portion of an application for an offer-in-com-
promise or installment agreement submitted 
under this section or section 6159 meets the 
requirement of clause (i) or (ii) of section 
6702(b)(2)(A), then the Secretary may treat 
such portion as if it were never submitted 
and such portion shall not be subject to any 
further administrative or judicial review.’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
68 is amended by striking the item relating 
to section 6702 and inserting the following 
new item: 
‘‘Sec. 6702. Frivolous tax submissions.’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to submis-
sions made and issues raised after the date 
on which the Secretary first prescribes a list 
under section 6702(c) of the Internal Revenue 
Code of 1986, as amended by subsection (a). 
SEC. 346. PARTIAL PAYMENTS REQUIRED WITH 

SUBMISSION OF OFFERS-IN-COM-
PROMISE. 

(a) IN GENERAL.—Section 7122 (relating to 
compromises), as amended by this Act, is 
amended by redesignating subsections (c), 

(d), and (e) as subsections (d), (e), and (f), re-
spectively, and by inserting after subsection 
(b) the following new subsection: 

‘‘(c) RULES FOR SUBMISSION OF OFFERS-IN- 
COMPROMISE.— 

‘‘(1) PARTIAL PAYMENT REQUIRED WITH SUB-
MISSION.— 

‘‘(A) LUMP-SUM OFFERS.— 
‘‘(i) IN GENERAL.—The submission of any 

lump-sum offer-in-compromise shall be ac-
companied by the payment of 20 percent of 
amount of such offer. 

‘‘(ii) LUMP-SUM OFFER-IN-COMPROMISE.—For 
purposes of this section, the term ‘lump-sum 
offer-in-compromise’ means any offer of pay-
ments made in 5 or fewer installments. 

‘‘(B) PERIODIC PAYMENT OFFERS.—The sub-
mission of any periodic payment offer-in- 
compromise shall be accompanied by the 
payment of the amount of the first proposed 
installment and each proposed installment 
due during the period such offer is being 
evaluated for acceptance and has not been 
rejected by the Secretary. Any failure to 
make a payment required under the pre-
ceding sentence shall be deemed a with-
drawal of the offer-in-compromise. 

‘‘(2) RULES OF APPLICATION.— 
‘‘(A) USE OF PAYMENT.—The application of 

any payment made under this subsection to 
the assessed tax or other amounts imposed 
under this title with respect to such tax may 
be specified by the taxpayer. 

‘‘(B) NO USER FEE IMPOSED.—Any user fee 
which would otherwise be imposed under this 
section shall not be imposed on any offer-in- 
compromise accompanied by a payment re-
quired under this subsection. 

‘‘(C) WAIVER AUTHORITY.—The Secretary 
may issue regulations waiving any payment 
required under paragraph (1) in a manner 
consistent with the practices established in 
accordance with the requirements under sub-
section (d)(3).’’. 

(b) ADDITIONAL RULES RELATING TO TREAT-
MENT OF OFFERS.— 

(1) UNPROCESSABLE OFFER IF PAYMENT RE-
QUIREMENTS ARE NOT MET.—Paragraph (3) of 
section 7122(d) (relating to standards for 
evaluation of offers), as redesignated by sub-
section (a), is amended by striking ‘‘; and’’ at 
the end of subparagraph (A) and inserting a 
comma, by striking the period at the end of 
subparagraph (B) and inserting ‘‘, and’’, and 
by adding at the end the following new sub-
paragraph: 

‘‘(C) any offer-in-compromise which does 
not meet the requirements of subsection (c) 
shall be returned to the taxpayer as 
unprocessable.’’. 

(2) DEEMED ACCEPTANCE OF OFFER NOT RE-
JECTED WITHIN CERTAIN PERIOD.—Section 7122, 
as amended by subsection (a), is amended by 
adding at the end the following new sub-
section: 

‘‘(g) DEEMED ACCEPTANCE OF OFFER NOT 
REJECTED WITHIN CERTAIN PERIOD.—Any 
offer-in-compromise submitted under this 
section shall be deemed to be accepted by 
the Secretary if such offer is not rejected by 
the Secretary before the date which is 24 
months after the date of the submission of 
such offer (12 months for offers-in-com-
promise submitted after the date which is 5 
years after the date of the enactment of this 
subsection). For purposes of the preceding 
sentence, any period during which any tax li-
ability which is the subject of such offer-in- 
compromise is in dispute in any judicial pro-
ceeding shall not be taken in to account in 
determining the expiration of the 24-month 
period (or 12-month period, if applicable).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to offers-in- 
compromise submitted on and after the date 
which is 60 days after the date of the enact-
ment of this Act. 

SEC. 347. WAIVER OF USER FEE FOR INSTALL-
MENT AGREEMENTS USING AUTO-
MATED WITHDRAWALS. 

(a) IN GENERAL.—Section 6159 (relating to 
agreements for payment of tax liability in 
installments) is amended by redesignating 
subsection (e) as subsection (f) and by insert-
ing after subsection (d) the following: 

‘‘(e) WAIVER OF USER FEES FOR INSTALL-
MENT AGREEMENTS USING AUTOMATED WITH-
DRAWALS.—In the case of a taxpayer who en-
ters into an installment agreement in which 
automated installment payments are agreed 
to, the Secretary shall waive the fee (if any) 
for entering into the installment agree-
ment.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to agree-
ments entered into on or after the date 
which is 180 days after the date of the enact-
ment of this Act. 
SEC. 348. TERMINATION OF INSTALLMENT 

AGREEMENTS. 
(a) IN GENERAL.—Section 6159(b)(4) (relat-

ing to failure to pay an installment or any 
other tax liability when due or to provide re-
quested financial information) is amended by 
striking ‘‘or’’ at the end of subparagraph (B), 
by redesignating subparagraph (C) as sub-
paragraph (E), and by inserting after sub-
paragraph (B) the following: 

‘‘(C) to make a Federal tax deposit under 
section 6302 at the time such deposit is re-
quired to be made, 

‘‘(D) to file a return of tax imposed under 
this title by its due date (including exten-
sions), or’’. 

(b) CONFORMING AMENDMENT.—The heading 
for section 6159(b)(4) is amended by striking 
‘‘FAILURE TO PAY AN INSTALLMENT OR ANY 
OTHER TAX LIABILITY WHEN DUE OR TO PROVIDE 
REQUESTED FINANCIAL INFORMATION’’ and in-
serting ‘‘FAILURE TO MAKE PAYMENTS OR DE-
POSITS OR FILE RETURNS WHEN DUE OR TO PRO-
VIDE REQUESTED FINANCIAL INFORMATION’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to failures 
occurring on or after the date of the enact-
ment of this Act. 

Subtitle E—Additional Provisions 
SEC. 351. MODIFICATION OF INDIVIDUAL ESTI-

MATED TAX SAFE HARBOR. 
(a) IN GENERAL.—The table contained in 

section 6654(d)(1)(C) is amended by striking 
‘‘2002 or thereafter’’ and inserting ‘‘2002, 2003, 
2004, or 2005’’ and by adding at the end the 
following new items: 

‘‘2006 ................................................... 111 
2007 or thereafter ............................... 110’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply with respect 
to any installment payment for taxable 
years beginning after December 31, 2005. 
SEC. 352. LOAN AND REDEMPTION REQUIRE-

MENTS ON POOLED FINANCING RE-
QUIREMENTS. 

(a) STRENGTHENED REASONABLE EXPECTA-
TION REQUIREMENT.—Subparagraph (A) of 
section 149(f)(2) (relating to reasonable ex-
pectation requirement) is amended to read 
as follows: 

‘‘(A) IN GENERAL.—The requirements of 
this paragraph are met with respect to an 
issue if the issuer reasonably expects that— 

‘‘(i) as of the close of the 1-year period be-
ginning on the date of issuance of the issue, 
at least 50 percent of the net proceeds of the 
issue (as of the close of such period) will 
have been used directly or indirectly to 
make or finance loans to ultimate borrowers, 
and 

‘‘(ii) as of the close of the 3-year period be-
ginning on such date of issuance, at least 95 
percent of the net proceeds of the issue (as of 
the close of such period) will have been so 
used.’’. 
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(b) WRITTEN LOAN COMMITMENT AND RE-

DEMPTION REQUIREMENTS.—Section 149(f) (re-
lating to treatment of certain pooled financ-
ing bonds) is amended by redesignating para-
graphs (4) and (5) as paragraphs (6) and (7), 
respectively, and by inserting after para-
graph (3) the following new paragraphs: 

‘‘(4) WRITTEN LOAN COMMITMENT REQUIRE-
MENT.— 

‘‘(A) IN GENERAL.—The requirement of this 
paragraph is met with respect to an issue if 
the issuer receives prior to issuance written 
loan commitments identifying the ultimate 
potential borrowers of at least 50 percent of 
the net proceeds of such issue. 

‘‘(B) EXCEPTION.—Subparagraph (A) shall 
not apply with respect to any issuer which is 
a State (or an integral part of a State) 
issuing pooled financing bonds to make or fi-
nance loans to subordinate governmental 
units of such State or to State-created enti-
ties providing financing for water-infrastruc-
ture projects through the federally-spon-
sored State revolving fund program. 

‘‘(5) REDEMPTION REQUIREMENT.—The re-
quirement of this paragraph is met if to the 
extent that less than the percentage of the 
proceeds of an issue required to be used 
under clause (i) or (ii) of paragraph (2)(A) is 
used by the close of the period identified in 
such clause, the issuer uses an amount of 
proceeds equal to the excess of— 

‘‘(A) the amount required to be used under 
such clause, over 

‘‘(B) the amount actually used by the close 
of such period, 

to redeem outstanding bonds within 90 days 
after the end of such period.’’. 

(c) ELIMINATION OF DISREGARD OF POOLED 
BONDS IN DETERMINING ELIGIBILITY FOR 
SMALL ISSUER EXCEPTION TO ARBITRAGE RE-
BATE.—Section 148(f)(4)(D)(ii) (relating to ag-
gregation of issuers) is amended by striking 
subclause (II) and by redesignating sub-
clauses (III) and (IV) as subclauses (II) and 
(III), respectively. 

(d) CONFORMING AMENDMENTS.— 
(1) Section 149(f)(1) is amended by striking 

‘‘paragraphs (2) and (3)’’ and inserting ‘‘para-
graphs (2), (3), (4), and (5)’’. 

(2) Section 149(f)(7)(B), as redesignated by 
subsection (b), is amended by striking ‘‘para-
graph (4)(A)’’ and inserting ‘‘paragraph 
(6)(A)’’. 

(3) Section 54(l)(2) is amended by striking 
‘‘section 149(f)(4)(A)’’ and inserting ‘‘section 
149(f)(6)(A)’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after the date of the enactment of this 
Act. 
SEC. 353. REPORTING OF INTEREST ON TAX-EX-

EMPT BONDS. 

(a) IN GENERAL.—Section 6049(b)(2) (relat-
ing to exceptions) is amended by striking 
subparagraph (B) and by redesignating sub-
paragraphs (C) and (D) as subparagraphs (B) 
and (C), respectively. 

(b) CONFORMING AMENDMENT.—Section 
6049(b)(2)(C), as redesignated by subsection 
(a), is amended by striking ‘‘subparagraph 
(C)’’ and inserting ‘‘subparagraph (B)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to interest 
earned after December 31, 2005. 

SA 2603. Mr. PRYOR submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 

SEC. ll. DEFINITION OF CONVENTION OR ASSO-
CIATION OF CHURCHES. 

(a) IN GENERAL.—Section 7701 (relating to 
definitions) is amended by redesignating sub-
section (o) as subsection (p) and by inserting 
after subsection (n) the following new sub-
section: 

‘‘(o) CONVENTION OR ASSOCIATION OF 
CHURCHES.—For purposes of this title, any 
organization which is otherwise a convention 
or association of churches shall not fail to so 
qualify merely because the membership of 
such organization includes individuals as 
well as churches or because individuals have 
voting rights in such organization.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years ending after December 31, 2005. 

SA 2604. Mrs. CLINTON (for herself 
and Mr. OBAMA) submitted an amend-
ment intended to be proposed by her to 
the bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

At the end of title IV, add the following: 
SEC. ll. HOME LEAD HAZARD REDUCTION AC-

TIVITY TAX CREDIT. 
(a) IN GENERAL.—Subpart B of part IV of 

subchapter A of chapter 1 (relating to foreign 
tax credit, etc.) is amended by adding at the 
end the following new section: 
‘‘SEC. 30D. HOME LEAD HAZARD REDUCTION AC-

TIVITY. 
‘‘(a) ALLOWANCE OF CREDIT.—There shall be 

allowed as a credit against the tax imposed 
by this chapter for the taxable year an 
amount equal to 50 percent of the lead haz-
ard reduction activity cost paid or incurred 
by the taxpayer during the taxable year for 
each eligible dwelling unit. 

‘‘(b) LIMITATION.—The amount of the credit 
allowed under subsection (a) for any eligible 
dwelling unit for any taxable year shall not 
exceed— 

‘‘(1) either— 
‘‘(A) $3,000 in the case of lead hazard reduc-

tion activity cost including lead abatement 
measures described in clauses (i), (ii), (iv) 
and (v) of subsection (c)(1)(A), or 

‘‘(B) $1,000 in the case of lead hazard reduc-
tion activity cost including interim lead 
control measures described in clauses (i), 
(iii), (iv), and (v) of subsection (c)(1)(A), re-
duced by 

‘‘(2) the aggregate lead hazard reduction 
activity cost taken into account under sub-
section (a) with respect to such unit for all 
preceding taxable years. 

‘‘(c) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section: 

‘‘(1) LEAD HAZARD REDUCTION ACTIVITY 
COST.— 

‘‘(A) IN GENERAL.—The term ‘lead hazard 
reduction activity cost’ means, with respect 
to any eligible dwelling unit— 

‘‘(i) the cost for a certified risk assessor to 
conduct an assessment to determine the 
presence of a lead-based paint hazard, 

‘‘(ii) the cost for performing lead abate-
ment measures by a certified lead abatement 
supervisor, including the removal of paint 
and dust, the permanent enclosure or encap-
sulation of lead-based paint, the replacement 
of painted surfaces, windows, or fixtures, or 
the removal or permanent covering of soil 
when lead-based paint hazards are present in 
such paint, dust, or soil, 

‘‘(iii) the cost for performing interim lead 
control measures to reduce exposure or like-
ly exposure to lead-based paint hazards, in-
cluding specialized cleaning, repairs, mainte-
nance, painting, temporary containment, on-
going monitoring of lead-based paint haz-

ards, and the establishment and operation of 
management and resident education pro-
grams, but only if such measures are evalu-
ated and completed by a certified lead abate-
ment supervisor using accepted methods, are 
conducted by a qualified contractor, and 
have an expected useful life of more than 10 
years, 

‘‘(iv) the cost for a certified lead abate-
ment supervisor, those working under the 
supervision of such supervisor, or a qualified 
contractor to perform all preparation, clean-
up, disposal, and clearance testing activities 
associated with the lead abatement measures 
or interim lead control measures, and 

‘‘(v) costs incurred by or on behalf of any 
occupant of such dwelling unit for any relo-
cation which is necessary to achieve occu-
pant protection (as defined under section 
35.1345 of title 24, Code of Federal Regula-
tions). 

‘‘(B) LIMITATION.—The term ‘lead hazard 
reduction activity cost’ does not include any 
cost to the extent such cost is funded by any 
grant, contract, or otherwise by another per-
son (or any governmental agency). 

‘‘(2) ELIGIBLE DWELLING UNIT.— 
‘‘(A) IN GENERAL.—The term ‘eligible dwell-

ing unit’ means, with respect to any taxable 
year, any dwelling unit— 

‘‘(i) placed in service before 1960, 
‘‘(ii) located in the United States, 
‘‘(iii) in which resides, for a total period of 

not less than 50 percent of the taxable year, 
at least 1 child who has not attained the age 
of 6 years or 1 woman of child-bearing age, 
and 

‘‘(iv) each of the residents of which during 
such taxable year has an adjusted gross in-
come of less than 185 percent of the poverty 
line (as determined for such taxable year in 
accordance with criteria established by the 
Director of the Office of Management and 
Budget). 

‘‘(B) DWELLING UNIT.—The term ‘dwelling 
unit’ has the meaning given such term by 
section 280A(f)(1). 

‘‘(3) LEAD-BASED PAINT HAZARD.—The term 
‘lead-based paint hazard’ has the meaning 
given such term by section 745.61 of title 40, 
Code of Federal Regulations. 

‘‘(4) CERTIFIED LEAD ABATEMENT SUPER-
VISOR.—The term ‘certified lead abatement 
supervisor’ means an individual certified by 
the Environmental Protection Agency pursu-
ant to section 745.226 of title 40, Code of Fed-
eral Regulations, or an appropriate State 
agency pursuant to section 745.325 of title 40, 
Code of Federal Regulations. 

‘‘(5) CERTIFIED INSPECTOR.—The term ‘cer-
tified inspector’ means an inspector certified 
by the Environmental Protection Agency 
pursuant to section 745.226 of title 40, Code of 
Federal Regulations, or an appropriate State 
agency pursuant to section 745.325 of title 40, 
Code of Federal Regulations. 

‘‘(6) CERTIFIED RISK ASSESSOR.—The term 
‘certified risk assessor’ means a risk assessor 
certified by the Environmental Protection 
Agency pursuant to section 745.226 of title 40, 
Code of Federal Regulations, or an appro-
priate State agency pursuant to section 
745.325 of title 40, Code of Federal Regula-
tions. 

‘‘(7) QUALIFIED CONTRACTOR.—The term 
‘qualified contractor’ means any contractor 
who has successfully completed a training 
course on lead safe work practices which has 
been approved by the Department of Housing 
and Urban Development and the Environ-
mental Protection Agency. 

‘‘(8) DOCUMENTATION REQUIRED FOR CREDIT 
ALLOWANCE.—No credit shall be allowed 
under subsection (a) with respect to any eli-
gible dwelling unit for any taxable year un-
less— 

‘‘(A) after lead hazard reduction activity is 
complete, a certified inspector or certified 
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risk assessor provides written documenta-
tion to the taxpayer that includes— 

‘‘(i) evidence that— 
‘‘(I) the eligible dwelling unit passes the 

clearance examinations required by the De-
partment of Housing and Urban Development 
under part 35 of title 40, Code of Federal Reg-
ulations, 

‘‘(II) the eligible dwelling unit does not 
contain lead dust hazards (as defined by sec-
tion 745.227(e)(8)(viii) of such title 40), or 

‘‘(III) the eligible dwelling unit meets lead 
hazard evaluation criteria established under 
an authorized State or local program, and 

‘‘(ii) documentation showing that the lead 
hazard reduction activity meets the require-
ments of this section, and 

‘‘(B) the taxpayer files with the appro-
priate State agency and attaches to the tax 
return for the taxable year— 

‘‘(i) the documentation described in sub-
paragraph (A), 

‘‘(ii) documentation of the lead hazard re-
duction activity costs paid or incurred dur-
ing the taxable year with respect to the eli-
gible dwelling unit, and 

‘‘(iii) a statement certifying that the 
dwelling unit qualifies as an eligible dwell-
ing unit for such taxable year. 

‘‘(9) BASIS REDUCTION.—The basis of any 
property for which a credit is allowable 
under subsection (a) shall be reduced by the 
amount of such credit (determined without 
regard to subsection (d)). 

‘‘(10) NO DOUBLE BENEFIT.—Any deduction 
allowable for costs taken into account in 
computing the amount of the credit for lead- 
based paint abatement shall be reduced by 
the amount of such credit attributable to 
such costs. 

‘‘(d) LIMITATION BASED ON AMOUNT OF 
TAX.—The credit allowed under subsection 
(a) for the taxable year shall not exceed the 
excess of— 

‘‘(1) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(2) the sum of the credits allowable under 
subpart A and sections 27, 29, 30, 30A, 30B, 
and 30C for the taxable year. 

‘‘(e) CARRYFORWARD ALLOWED.— 
‘‘(1) IN GENERAL.—If the credit amount al-

lowable under subsection (a) for a taxable 
year exceeds the amount of the limitation 
under subsection (d) for such taxable year 
(referred to as the ‘unused credit year’ in 
this subsection), such excess shall be allowed 
as a credit carryforward for each of the 20 
taxable years following the unused credit 
year. 

‘‘(2) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryforward under paragraph (1).’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1016(a) of the Internal Revenue 

Code of 1986 is amended by striking ‘‘and’’ in 
paragraph (36), by striking the period and in-
serting ‘‘, and’’ in paragraph (37), and by in-
serting at the end the following new para-
graph: 

‘‘(38) in the case of an eligible dwelling 
unit with respect to which a credit for any 
lead hazard reduction activity cost was al-
lowed under section 30D, to the extent pro-
vided in section 30D(c)(9).’’. 

(2) The table of sections for subpart B of 
part IV of subchapter A of chapter 1 of such 
Code is amended by inserting after the item 
relating to section 30C the following new 
item: 
‘‘Sec. 30D. Home lead hazard reduction ac-

tivity.’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to lead haz-
ard reduction activity costs incurred after 
December 31, 2005, in taxable years ending 
after that date. 

SEC. ll. MODIFICATION OF EXCLUSION FOR 
CITIZENS LIVING ABROAD. 

(a) INFLATION ADJUSTMENT OF FOREIGN 
EARNED INCOME LIMITATION.—Clause (ii) of 
section 911(b)(2)(D) (relating to inflation ad-
justment) is amended— 

(1) by striking ‘‘2007’’ and inserting ‘‘2005’’, 
and 

(2) by striking ‘‘2006’’ in subclause (II) and 
inserting ‘‘2004’’. 

(b) MODIFICATION OF HOUSING COST 
AMOUNT.— 

(1) MINIMUM AMOUNT.—Clause (i) of section 
911(c)(1)(B) is amended to read as follows: 

‘‘(i) 16 percent of the amount (computed on 
a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which such 
taxable year begins, multiplied by’’. 

(2) MAXIMUM AMOUNT OF EXCLUSION.— 
(A) IN GENERAL.—Subparagraph (A) of sec-

tion 911(c)(1) is amended by inserting ‘‘to the 
extent such expenses do not exceed the 
amount determined under paragraph (2)’’ 
after ‘‘the taxable year’’. 

(B) LIMITATION.—Subsection (c) of section 
911 is amended by redesignating paragraphs 
(2) and (3) as paragraphs (3) and (4), respec-
tively, and by inserting after paragraph (1) 
the following new paragraph: 

‘‘(2) LIMITATION.—The amount determined 
under this paragraph is an amount equal to 
the product of— 

‘‘(A) 30 percent of the amount (computed 
on a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which the 
taxable year of the individual begins, multi-
plied by 

‘‘(B) the number of days of such taxable 
year within the applicable period described 
in subparagraph (A) or (B) of subsection 
(d)(1).’’. 

(C) CONFORMING AMENDMENTS.— 
(i) Section 911(d)(4) is amended by striking 

‘‘and (c)(1)(B)(ii)’’ and inserting ‘‘, 
(c)(1)(B)(ii), and (c)(2)(B)’’ 

(ii) Section 911(d)(7) is amended by striking 
‘‘subsection (c)(3)’’ and inserting ‘‘subsection 
(c)(4)’’. 

(c) RATES OF TAX APPLICABLE TO NON-
EXCLUDED INCOME.—Section 911 (relating to 
exclusion of certain income of citizens and 
residents of the United States living abroad) 
is amended by redesignating subsection (f) as 
subsection (g) and by inserting after sub-
section (e) the following new subsection: 

‘‘(f) DETERMINATION OF TAX LIABILITY ON 
NONEXCLUDED AMOUNTS.—If any amount is 
excluded from the gross income of a taxpayer 
under subsection (a) for any taxable year, 
then, notwithstanding section 1 or 55— 

‘‘(1) the tax imposed by section 1 on the 
taxpayer for such taxable year shall be equal 
to the excess (if any) of— 

‘‘(A) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s taxable income for the 
taxable year (determined without regard to 
this subsection), plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, and 

‘‘(2) the tax imposed by section 55 for such 
taxable year shall be equal to the excess (if 
any) of— 

‘‘(A) the amount which would be the ten-
tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s alternative minimum 
taxable income for the taxable year (deter-
mined without regard to this subsection), 
plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the sum of— 
‘‘(i) the amount which would be the ten-

tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, plus 

‘‘(ii) the amount which would be the reg-
ular tax for the taxable year if the tax im-
posed by section 1 were the tax computed 
under paragraph (1). 
For purposes of this subsection, the amount 
excluded under subsection (a) shall be re-
duced by the aggregate amount of any deduc-
tions or exclusions disallowed under sub-
section (d)(6) with respect to such excluded 
amount.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

SA 2605. Mr. OBAMA (for himself, 
Mr. COBURN, Mr. LAUTENBERG, Ms. 
SNOWE, Mr. JOHNSON, and Mr. ENSIGN) 
submitted an amendment intended to 
be proposed by him to the bill S. 2020, 
to provide for reconciliation pursuant 
to section 202(b) of the concurrent reso-
lution on the budget for fiscal year 
2006; as follows: 

At the appropriate place, insert the fol-
lowing: 

SEC. ll. SENSE OF THE SENATE ON USE OF NO- 
BID CONTRACTING BY FEDERAL 
EMERGENCY MANAGEMENT AGEN-
CY. 

(a) FINDINGS.—The Senate finds that— 
(1) on September 8, 2005, the Federal Emer-

gency Management Agency announced that 
it had awarded 4 contracts for emergency 
housing relief following Hurricane Katrina 
to The Shaw Group of Baton Rouge, Lou-
isiana, Fluor Corporation of Aliso Viejo, 
California, Bechtel National of San Fran-
cisco, California, and CH2M Hill of Denver, 
Colorado; 

(2) these contracts were awarded with no 
competition from other capable firms, and 
up to $100,000,000 in taxpayer funds were au-
thorized for each of these contracts; 

(3) in the midst of concerns about abusive 
and irresponsible spending of taxpayer funds, 
the Federal Emergency Management Agency 
pledged to re-bid these noncompetitive con-
tracts, with Acting Under Secretary of 
Emergency Preparedness and Response, R. 
David Paulison, stating before the Com-
mittee on Homeland Security and Govern-
ment Affairs of the Senate that ‘‘[a]ll of 
these no-bid contracts, we are going to go 
back and re-bid’’; 

(4) the Federal Emergency Management 
Agency has yet to reopen these 4 contracts 
to competitive bidding, and declared on No-
vember 11, 2005, that these contracts would 
not be reopened for bidding until February 
2006; 

(5) by February 2006, the majority of the 
contracts will have been completed and the 
majority of taxpayer funds will have been 
spent; 

(6) large and politically-connected firms 
continue to benefit from no-bid and limited- 
competition contracts, and contracts are not 
being awarded to capable, local companies; 

(7) according to an analysis in the Wash-
ington Post, companies outside the States 
most affected by Hurricane Katrina have re-
ceived more than 90 percent of the Federal 
contracts for recovery and reconstruction; 

(8) the monitoring of Federal contracting 
practices remains difficult, with a report by 
the San Jose Mercury News stating ‘‘The 
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database of contracts is incomplete. Infor-
mation released by Federal agencies is spot-
ty and sporadic. And disclosure of many no- 
bid contracts isn’t required by law’’; and 

(9)(A) there is currently no Chief Financial 
Officer charged with monitoring the flow of 
all funds to the affected areas; and 

(B) the task of financial management is 
spread across disparate Federal departments 
and agencies with inadequate oversight of 
taxpayer funds. 

(b) SENSE OF THE SENATE.—It is the sense 
of the Senate that the Federal Emergency 
Management Agency should— 

(1) immediately rebid noncompetitive con-
tracts entered into following Hurricane 
Katrina, consistent with the commitment of 
the Agency made on October 6, 2005, before 
millions of taxpayer dollars are wasted on ir-
responsible and inefficient spending; 

(2)(A) immediately implement the planned 
competitive contracting strategy of the 
Agency for recovery work in all current and 
future reconstruction efforts; and 

(B) in carrying out that strategy, should 
prioritize local and small disadvantaged 
businesses in the contracting and subcon-
tracting process; and 

(3) immediately after the awarding of a 
contract, publicly disclose the amount and 
competitive or noncompetitive nature of the 
contract. 

SA 2606. Mr. KERRY (for himself and 
Mr. WYDEN) submitted an amendment 
intended to be proposed by him to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. lll. EXTENSION AND INCREASE IN MIN-

IMUM TAX RELIEF TO INDIVIDUALS. 
(a) IN GENERAL.—Section 55(d)(1) is amend-

ed— 
(1) by striking ‘‘$58,000’’ and all that fol-

lows through ‘‘2005’’ in subparagraph (A) and 
inserting ‘‘$62,550 in the case of taxable years 
beginning in 2006’’, and 

(2) by striking ‘‘$40,250’’ and all that fol-
lows through ‘‘2005’’ in subparagraph (B) and 
inserting ‘‘$42,500 in the case of taxable years 
beginning in 2006’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. lll. MODIFICATION OF EXCLUSION FOR 

CITIZENS LIVING ABROAD. 
(a) INFLATION ADJUSTMENT OF FOREIGN 

EARNED INCOME LIMITATION.—Clause (ii) of 
section 911(b)(2)(D) (relating to inflation ad-
justment) is amended— 

(1) by striking ‘‘2007’’ and inserting ‘‘2005’’, 
and 

(2) by striking ‘‘2006’’ in subclause (II) and 
inserting ‘‘2004’’. 

(b) MODIFICATION OF HOUSING COST 
AMOUNT.— 

(1) MINIMUM AMOUNT.—Clause (i) of section 
911(c)(1)(B) is amended to read as follows: 

‘‘(i) 16 percent of the amount (computed on 
a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which such 
taxable year begins, multiplied by’’. 

(2) MAXIMUM AMOUNT OF EXCLUSION.— 
(A) IN GENERAL.—Subparagraph (A) of sec-

tion 911(c)(1) is amended by inserting ‘‘to the 
extent such expenses do not exceed the 
amount determined under paragraph (2)’’ 
after ‘‘the taxable year’’. 

(B) LIMITATION.—Subsection (c) of section 
911 is amended by redesignating paragraphs 
(2) and (3) as paragraphs (3) and (4), respec-
tively, and by inserting after paragraph (1) 
the following new paragraph: 

‘‘(2) LIMITATION.—The amount determined 
under this paragraph is an amount equal to 
the product of— 

‘‘(A) 30 percent of the amount (computed 
on a daily basis) in effect under subsection 
(b)(2)(D) for the calendar year in which the 
taxable year of the individual begins, multi-
plied by 

‘‘(B) the number of days of such taxable 
year within the applicable period described 
in subparagraph (A) or (B) of subsection 
(d)(1).’’. 

(C) CONFORMING AMENDMENTS.— 
(i) Section 911(d)(4) is amended by striking 

‘‘and (c)(1)(B)(ii)’’ and inserting ‘‘, 
(c)(1)(B)(ii), and (c)(2)(B)’’ 

(ii) Section 911(d)(7) is amended by striking 
‘‘subsection (c)(3)’’ and inserting ‘‘subsection 
(c)(4)’’. 

(c) RATES OF TAX APPLICABLE TO NON-
EXCLUDED INCOME.—Section 911 (relating to 
exclusion of certain income of citizens and 
residents of the United States living abroad) 
is amended by redesignating subsection (f) as 
subsection (g) and by inserting after sub-
section (e) the following new subsection: 

‘‘(f) DETERMINATION OF TAX LIABILITY ON 
NONEXCLUDED AMOUNTS.—If any amount is 
excluded from the gross income of a taxpayer 
under subsection (a) for any taxable year, 
then, notwithstanding section 1 or 55— 

‘‘(1) the tax imposed by section 1 on the 
taxpayer for such taxable year shall be equal 
to the excess (if any) of— 

‘‘(A) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s taxable income for the 
taxable year (determined without regard to 
this subsection), plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the tax which would be imposed by 
section 1 for the taxable year if the tax-
payer’s taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, and 

‘‘(2) the tax imposed by section 55 for such 
taxable year shall be equal to the excess (if 
any) of— 

‘‘(A) the amount which would be the ten-
tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
sum of— 

‘‘(i) the taxpayer’s alternative minimum 
taxable income for the taxable year (deter-
mined without regard to this subsection), 
plus 

‘‘(ii) the amount excluded under subsection 
(a) for the taxable year, over 

‘‘(B) the sum of— 
‘‘(i) the amount which would be the ten-

tative minimum tax under section 55 for the 
taxable year if the taxpayer’s alternative 
minimum taxable income were equal to the 
amount excluded under subsection (a) for the 
taxable year, plus 

‘‘(ii) the amount which would be the reg-
ular tax for the taxable year if the tax im-
posed by section 1 were the tax computed 
under paragraph (1). 
For purposes of this subsection, the amount 
excluded under subsection (a) shall be re-
duced by the aggregate amount of any deduc-
tions or exclusions disallowed under sub-
section (d)(6) with respect to such excluded 
amount.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. lll. MODIFICATION OF INDIVIDUAL ESTI-

MATED TAX SAFE HARBOR. 
(a) IN GENERAL.—The table contained in 

section 6654(d)(1)(C) is amended by striking 
‘‘2002 or thereafter’’ and inserting ‘‘2002, 2003, 

2004, or 2005’’ and by adding at the end the 
following new items: 

‘‘2006 ................................................ 121.1
2007 or thereafter ............................ 110’’. 
(b) EFFECTIVE DATE.—The amendments 

made by this section shall apply with respect 
to any installment payment for taxable 
years beginning after December 31, 2005. 

SA 2607. Mr. SUNUNU submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the appropriate place, insert the fol-
lowing: 
SEC. lll. REPEAL OF STATE AND LOCAL TAX 

EXEMPTION FOR FANNIE MAE AND 
FREDDIE MAC. 

(a) FANNIE MAE.—Section 309(c) of the Fed-
eral National Mortgage Association Charter 
Act (12 U.S.C. 1723a(c)) is amended to read as 
follows: 

‘‘(c) [Repealed.]’’. 
(b) FREDDIE MAC.—Section 303(e) of the 

Federal Home Loan Mortgage Corporation 
Act (12 U.S.C. 1452(e)) is amended to read as 
follows: 

‘‘(e) [Repealed.]’’. 

SA 2608. Ms. MURKOWSKI (for her-
self, Mr. JOHNSON, and Mr. BINGAMAN) 
submitted an amendment intended to 
be proposed by her to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. ll. CHARITABLE CONTRIBUTIONS OF 

FOOD INVENTORY TO INDIAN 
TRIBES. 

(a) IN GENERAL.—Section 170(e)(3) of the In-
ternal Revenue Code of 1986 (relating to spe-
cial rule for contributions of inventory and 
other property) is amended by redesignating 
subparagraph (D) as subparagraph (E) and by 
inserting after subparagraph (C) the fol-
lowing new subparagraph: 

‘‘(D) SPECIAL RULE FOR FOOD CONTRIBUTIONS 
TO INDIAN TRIBES.— 

‘‘(i) IN GENERAL.—For purposes of this 
paragraph, in the case of a charitable con-
tribution of food which is apparently whole-
some food (as defined in subparagraph 
(C)(iii)), an Indian tribe (as defined in section 
7871(c)(3)(E)(ii)) shall be treated as an organi-
zation eligible to be a donee under subpara-
graph (A). 

‘‘(ii) USE OF PROPERTY.—For purposes of 
subparagraph (A)(i), if the use of the prop-
erty donated is related to the exercise of an 
essential governmental function of the In-
dian tribal government (within the meaning 
of section 7871), such use shall be treated as 
related to the purpose or function consti-
tuting the basis for the organization’s ex-
emption.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

SA 2609. Mrs. FEINSTEIN (for her-
self, Mr. SUNUNU, Mr. GREGG, Mr. 
WYDEN, Ms. CANTWELL, Mr. FEINGOLD, 
Mr. BURR, Mr. MCCAIN, Mr. KERRY, Ms. 
COLLINS, and Mrs. CLINTON) proposed 
an amendment to the bill S. 2020, to 
provide for reconciliation pursuant to 
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section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
as follows: 

At the end of title IV, add the following: 
SEC. ll. REPEAL OF CERTAIN TAX BENEFITS 

RELATING TO OIL AND GAS WELLS 
INTANGIBLE DRILLING AND DEVEL-
OPMENT COSTS. 

(a) IN GENERAL.—Section 263(c) (relating to 
intangible drilling and development costs) is 
amended by adding at the end the following 
new sentence: ‘‘This subsection shall not 
apply with respect to wells (other than wells 
drilled for any geothermal deposit (as so de-
fined)) of any integrated oil company (as de-
fined in section 291(b)(4)) which has an aver-
age daily worldwide production of crude oil 
of at least 500,000 barrels for the taxable year 
in any taxable year beginning after Decem-
ber 31, 2005.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

SA 2610. Mrs. FEINSTEIN (for herself 
and Mr. KERRY) proposed an amend-
ment to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the end of the bill, insert the following: 
SEC. ll. REINSTATEMENT FOR MILLIONAIRES 

OF 39.6 PERCENT INCOME TAX RATE, 
PRE-MAY 2003 CAPITAL GAIN AND 
DIVIDEND RATES, AND DEDUCTION 
LIMITATIONS UNTIL BUDGET DEF-
ICIT ELIMINATED. 

(a) REPEAL OF TOP INCOME TAX RATE RE-
DUCTIONS.— 

(1) IN GENERAL.—Section 1(i) (relating to 
rate reductions) is amended by redesignating 
paragraph (3) as paragraph (4) and by insert-
ing after paragraph (2) the following new 
paragraph: 

‘‘(3) EXCEPTION FOR TAXPAYERS WITH TAX-
ABLE INCOME OF $1,000,000, OR MORE.—Notwith-
standing paragraph (2), in the case of taxable 
years beginning in a calender year after 2005, 
the last item in the fourth column of the 
table under paragraph (2) shall be applied by 
substituting ‘39.6%’ for ‘35.0%’ with respect 
to taxable income in excess of $1,000,000 
($500,000 in the case of taxpayers to whom 
subsection (d) applies).’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to tax-
able years beginning after December 31, 2005. 

(3) APPLICATION OF EGTRRA SUNSET.—The 
amendment made by this subsection shall be 
subject to title IX of the Economic Growth 
and Tax Relief Reconciliation Act of 2001 to 
the same extent and in the same manner as 
the provision of such Act to which such 
amendment relates. 

(b) RESTORATION OF PRE-MAY 2003 TAX 
RATES ON CAPITAL GAINS AND DIVIDENDS FOR 
INDIVIDUALS IN TOP RATE BRACKET.— 

(1) IN GENERAL.—Section 1(h) is amended 
by adding at the end the following new para-
graph: 

‘‘(12) INCREASED RATES FOR INDIVIDUALS IN 
THE TOP RATE BRACKET.— 

‘‘(A) DIVIDENDS.—In no event shall the 
qualified dividend income of a taxpayer for 
any taxable year exceed the excess (if any) 
of— 

‘‘(i) the minimum dollar amount to which 
the 39.6 rate applies under subsection (i) for 
the taxable year, over 

‘‘(ii) taxable income, reduced by adjusted 
net capital gain (determined without regard 
to this paragraph). 

‘‘(B) CAPITAL GAINS.—If a taxpayer has a 
net capital gain for any taxable year, the 
taxpayer’s tax shall be increased by an 
amount equal to 5 percent of the lesser of— 

‘‘(i) the taxpayer’s adjusted net capital 
gain, determined after application of sub-
paragraph (A) and by only taking into ac-
count gain or loss properly allocable to the 
portion of the taxable year after December 
31, 2005, or 

‘‘(ii) taxable income in excess of the min-
imum dollar amount to which the 39.6 rate 
applies under subsection (i) for the taxable 
year.’’ 

(2) APPLICATION TO MINIMUM TAX.—Section 
55(b)(3) is amended by adding at the end the 
following new sentence: ‘‘The rules of section 
1(h)(12) shall apply for purposes of this para-
graph.’’ 

(3) EFFECTIVE DATES.— 
(A) CAPITAL GAINS.—Section 1(h)(12)(B) of 

the Internal Revenue Code of 1986 (as added 
by paragraph (1)) shall apply to taxable years 
beginning after December 31, 2005. 

(B) DIVIDEND RATES.—Section 1(h)(12)(A) of 
such Code (as added by paragraph (1)) shall 
apply to dividends received after December 
31, 2005. 

(4) APPLICATION OF JGTRRA SUNSET.—The 
amendment made by this subsection shall be 
subject to section 303 of the Jobs and Growth 
Tax Relief Reconciliation Act of 2003 to the 
same extent and in the same manner as the 
provision of such Act to which such amend-
ment relates. 

(c) REPEAL OF THE SCHEDULED PHASE OUT 
AND TERMINATION OF THE LIMITATIONS ON 
PERSONAL EXEMPTIONS AND ITEMIZED DEDUC-
TIONS.— 

(1) REPEAL.— 
(A) PERSONAL EXEMPTIONS.—Section 1(d)(3) 

is amended by adding at the end the fol-
lowing: 

‘‘(6) REDUCTION OF PHASE OUT AND TERMI-
NATION NOT TO APPLY.—Subparagraphs (E) 
and (F) shall not apply to a taxpayer whose 
adjusted gross income for the taxable year 
exceeds $1,000,000 ($500,000 in the case of a 
married individual filing a separate return).’’ 

(B) ITEMIZED DEDUCTIONS.—Section 68 is 
amended by adding at the end the following: 

‘‘(h) REDUCTION OF PHASE OUT AND TERMI-
NATION NOT TO APPLY.—Subsections (f) and 
(g) shall not apply to a taxpayer whose ad-
justed gross income for the taxable year ex-
ceeds $1,000,000 ($500,000 in the case of a mar-
ried individual filing a separate return).’’ 

(2) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

(3) APPLICATION OF EGTRRA SUNSET.—The 
amendments made by this section shall be 
subject to title IX of the Economic Growth 
and Tax Relief Reconciliation Act of 2001 to 
the same extent and in the same manner as 
the provision of such Act to which such 
amendment relates. 

(d) SUNSET OF AMENDMENTS IF BUDGET DEF-
ICIT ELIMINATED.— 

(1) IN GENERAL.—The amendments made by 
this section shall not apply to taxable years 
beginning after the first calendar year for 
which the certification described in para-
graph (2)(B) is made. 

(2) ESTIMATES AND CERTIFICATION.— 
(A) IN GENERAL.—Not later than October 15 

of each calendar year beginning after 2005, 
the Director of the Office of Management 
and Budget, in consultation with the Sec-
retary of the Treasury, shall estimate— 

(i) the Federal budget deficit for the fiscal 
year ending in the calendar year, and 

(ii) the Federal budget deficit for the fiscal 
year beginning in the calendar year (deter-
mined as if the amendments made by this 
section were not in effect for taxable years 
beginning in the following calendar year). 

(B) CERTIFICATION.—The Director of the Of-
fice of Management and Budget shall certify 
to the President of the United States and to 
the Congress the first calendar year for 
which the Director estimates under subpara-

graph (A) that there will be no Federal budg-
et deficit for both of the fiscal years for 
which the estimate was made. 

SA 2611. Mr. SCHUMER (for himself, 
Mr. LAUTENBERG, Mrs. FEINSTEIN, Mr. 
FEINGOLD, Mrs. CLINTON, Mr. KERRY, 
Mr. LIEBERMAN, Mr. SALAZAR, Mrs. 
BOXER, Ms. STABENOW, Ms. MIKULSKI, 
Mr. KOHL, and Mr. KENNEDY) submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. SENSE OF THE SENATE REGARDING 

THE FEDERAL TAX DEDUCTION FOR 
STATE AND LOCAL TAXES. 

(a) FINDINGS.—The Senate finds the fol-
lowing: 

(1) No American should be unnecessarily or 
excessively burdened with additional taxes. 

(2) The Federal income tax has grown more 
complicated and unmanageable over time, 
imposing burdensome administrative and 
compliance costs on American taxpayers. 

(3) On January 7, 2005, President George W. 
Bush created the President’s Advisory Panel 
on Federal Tax Reform (the ‘‘Panel’’) via Ex-
ecutive Order 13369. 

(4) The Panel was tasked with providing 
several options for Federal tax reform that 
would simplify Federal tax laws, retain pro-
gressivity, and promote long-run economic 
growth and job creation. 

(5) In its final report, released publicly on 
November 1, 2005, the Panel recommended 
the complete repeal of the Federal deduction 
for State and local taxes, as a central compo-
nent of both the ‘‘Simplified Income Tax 
Plan’’ and the ‘‘Growth and Investment Tax 
Plan’’. 

(6) State and local taxes have been deduct-
ible from the Federal income tax since the 
inception of the Federal income tax in 1913. 

(7) Eliminating the deduction for State and 
local taxes would create a new form of dou-
ble taxation at a time where efforts are 
being made to reduce other forms of double 
taxation, since repeal would require millions 
of taxpayers to pay Federal taxes on income 
that is also taxed at the State or local level. 

(8) Congress has recently taken steps to ex-
pand, rather than cut back, the State and 
local tax deduction, by reinstating a deduc-
tion for State sales taxes for some taxpayers 
(previously repealed as part of the Tax Re-
form Act of 1986), as part of the American 
Jobs Creation Act of 2004. 

(9) There is some concern, as noted by the 
nonpartisan Urban-Brookings Tax Policy 
Center, that eliminating the deduction could 
‘‘lower support for public services and lead 
to a ‘race to the bottom’ in terms of State 
and local expenditures as States compete to 
have the lowest taxes in order to attract 
higher-income households’’. 

(10) The deduction for State and local taxes 
is not just a concern for a small minority of 
taxpayers in the largest States, as 22 States 
saw more than 1⁄3 of their taxpayers take the 
deduction in 2003, the latest year for which 
data is available (Maryland, New Jersey, 
Connecticut, Colorado, Oregon, Minnesota, 
Massachusetts, Virginia, Utah, California, 
Georgia, New York, Wisconsin, Arizona, 
Rhode Island, Michigan, Delaware, North 
Carolina, Illinois, New Hampshire, Nevada, 
and Idaho (ranked in order of the percentage 
of taxpayers affected)). 

(11) In tax year 2003, 43,538,000 taxpayers in 
the United States took advantage of the Fed-
eral deduction for State and local taxes, de-
ducting a total of $315,690,000,000, thereby 
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saving taxpayers in the United States ap-
proximately $88,390,000,000 in Federal income 
taxes, assuming an average marginal rate of 
28 percent for taxpayers who itemize. 

(12) In tax year 2003, the top 25 States 
ranked by the number of taxpayers affected 
represented 77 percent of the taxpayers af-
fected nationally, and took 85 percent of the 
total deductions for State and local taxes, as 
described in the following subparagraphs: 

(A) In California, 5,807,000 taxpayers de-
ducted a total of $54,920,000,000, saving Cali-
fornia taxpayers approximately 
$15,380,000,000 in Federal income taxes. 

(B) In New York, 3,228,000 taxpayers de-
ducted a total of $37,600,000,000, saving New 
York taxpayers approximately $10,530,000,000 
in Federal income taxes. 

(C) In Illinois, 1,994,000 taxpayers deducted 
a total of $13,720,000,000, saving Illinois tax-
payers approximately $3,840,000,000 in Fed-
eral income taxes. 

(D) In Ohio, 1,809,000 taxpayers deducted a 
total of $12,720,000,000, saving Ohio taxpayers 
approximately $3,560,000,000 in Federal in-
come taxes. 

(E) In New Jersey, 1,791,000 taxpayers de-
ducted a total of $18,750,000,000, saving New 
Jersey taxpayers approximately $5,250,000,000 
in Federal income taxes. 

(F) In Pennsylvania, 1,765,000 taxpayers de-
ducted a total of $12,400,000,000, saving Penn-
sylvania taxpayers approximately 
$3,470,000,000 in Federal income taxes. 

(G) In Michigan, 1,627,000 taxpayers de-
ducted a total of $10,350,000,000, saving Michi-
gan taxpayers approximately $2,900,000,000 in 
Federal income taxes. 

(H) In Georgia, 1,416,000 taxpayers deducted 
a total of $8,720,000,000, saving Georgia tax-
payers approximately $2,440,000,000 in Fed-
eral income taxes. 

(I) In Virginia, 1,355,000 taxpayers deducted 
a total of $9,630,000,000, saving Virginia tax-
payers approximately $2,700,000,000 in Fed-
eral income taxes. 

(J) In North Carolina, 1,304,000 taxpayers 
deducted a total of $8,720,000,000, saving 
North Carolina taxpayers approximately 
$2,440,000,000 in Federal income taxes. 

(K) In Maryland, 1,260,000 taxpayers de-
ducted a total of $10,410,000,000, saving Mary-
land taxpayers approximately $2,920,000,000 
in Federal income taxes. 

(L) In Massachusetts, 1,216,000 taxpayers 
deducted a total of $10,840,000,000, saving 
Massachusetts taxpayers approximately 
$3,040,000,000 in Federal income taxes. 

(M) In Minnesota, 969,000 taxpayers de-
ducted a total of $7,060,000,000, saving Min-
nesota taxpayers approximately $1,980,000,000 
in Federal income taxes. 

(N) In Wisconsin, 961,000 taxpayers de-
ducted a total of $8,000,000,000, saving Wis-
consin taxpayers approximately $2,240,000,000 
in Federal income taxes. 

(O) In Colorado, 856,000 taxpayers deducted 
a total of $4,570,000,000, saving Colorado tax-
payers approximately $1,280,000,000 in Fed-
eral income taxes. 

(P) In Arizona, 841,000 taxpayers deducted a 
total of $4,110,000,000, saving Arizona tax-
payers approximately $1,150,000,000 in Fed-
eral income taxes. 

(Q) In Indiana, 832,000 taxpayers deducted a 
total of $4,530,000,000, saving Indiana tax-
payers approximately $1,270,000,000 in Fed-
eral income taxes. 

(R) In Missouri, 772,000 taxpayers deducted 
a total of $4,890,000,000, saving Missouri tax-
payers approximately $1,370,000,000 in Fed-
eral income taxes. 

(S) In Connecticut, 713,000 taxpayers de-
ducted a total of $7,970,000,000, saving Con-
necticut taxpayers approximately 
$2,230,000,000 in Federal income taxes. 

(T) In Oregon, 641,000 taxpayers deducted a 
total of $5,100,000,000, saving Oregon tax-

payers approximately $1,430,000,000 in Fed-
eral income taxes. 

(U) In South Carolina, 574,000 taxpayers de-
ducted a total of $3,390,000,000, saving South 
Carolina taxpayers approximately 
$949,000,000 in Federal income taxes. 

(V) In Alabama, 538,000 taxpayers deducted 
a total of $2,090,000,000, saving Alabama tax-
payers approximately $586,000,000 in Federal 
income taxes. 

(W) In Kentucky, 515,000 taxpayers de-
ducted a total of $3,300,000,000, saving Ken-
tucky taxpayers approximately $925,000,000 
in Federal income taxes. 

(X) In Oklahoma, 434,000 taxpayers de-
ducted a total of $2,320,000,000, saving Okla-
homa taxpayers approximately $650,000,000 in 
Federal income taxes. 

(Y) In Iowa, 397,000 taxpayers deducted a 
total of $2,510,000,000, saving Iowa taxpayers 
approximately $702,000,000 in Federal income 
taxes. 

(b) SENSE OF THE SENATE.—It is the sense 
of the Senate that Congress should not re-
peal or substantially alter the longstanding 
Federal tax deduction for State and local 
taxes. 

SA 2612. Ms. CANTWELL (form her-
self, Mr. BAYH, Mr. LIEBERMAN, Mr. 
SCHUMER, Mrs. BOXER, Mr. CARPER, 
Mrs. CLINTON, Mr. SALAZAR, Mr. KOHL, 
Mrs. MURRAY, Ms. STABENOW, and Mrs. 
FEINSTEIN) submitted an amendment to 
the bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; as follows: 

At the end of the bill, insert the following: 
TITLE I—ENERGY EMERGENCY 

CONSUMER PROTECTION 
SEC. ll. UNFAIR OR DECEPTIVE ACTS OR PRAC-

TICES IN COMMERCE RELATED TO 
GASOLINE AND PETROLEUM DIS-
TILLATES. 

(a) SALES TO CONSUMERS AT UNCONSCION-
ABLE PRICE.— 

(1) IN GENERAL.—During any energy emer-
gency declared by the President under sec-
tion 3, it is unlawful for any person to sell 
crude oil, gasoline, or petroleum distillates 
in, or for use in, the area to which that dec-
laration applies at a price that— 

(A) is unconscionably excessive; or 
(B) indicates the seller is taking unfair ad-

vantage of the circumstances to increase 
prices unreasonably. 

(2) FACTORS CONSIDERED.—In determining 
whether a violation of paragraph (1) has oc-
curred, there shall be taken into account, 
among other factors, whether— 

(A) the amount charged represents a gross 
disparity between the price of the crude oil, 
gasoline, or petroleum distillate sold and the 
price at which it was offered for sale in the 
usual course of the seller’s business imme-
diately prior to the energy emergency; or 

(B) the amount charged grossly exceeds the 
price at which the same or similar crude oil, 
gasoline, or petroleum distillate was readily 
obtainable by other purchasers in the area to 
which the declaration applies. 

(3) MITIGATING FACTORS.—In determining 
whether a violation of paragraph (1) has oc-
curred, there also shall be taken into ac-
count, among other factors, the price that 
would reasonably equate supply and demand 
in a competitive and freely functioning mar-
ket and whether the price at which the crude 
oil, gasoline, or petroleum distillate was sold 
reasonably reflects additional costs, not 
within the control of the seller, that were 
paid or incurred by the seller. 

(b) FALSE PRICING INFORMATION.—It is un-
lawful for any person to report information 
related to the wholesale price of crude oil, 

gasoline, or petroleum distillates to the Fed-
eral Trade Commission if— 

(1) that person knew, or reasonably should 
have known, the information to be false or 
misleading; 

(2) the information was required by law to 
be reported; and 

(3) the person intended the false or mis-
leading data to affect data compiled by that 
department or agency for statistical or ana-
lytical purposes with respect to the market 
for crude oil, gasoline, or petroleum dis-
tillates. 

(c) MARKET MANIPULATION.—It is unlawful 
for any person, directly or indirectly, to use 
or employ, in connection with the purchase 
or sale of crude oil, gasoline, or petroleum 
distillates at wholesale, any manipulative or 
deceptive device or contrivance, in con-
travention of such rules and regulations as 
the Commission may prescribe as necessary 
or appropriate in the public interest or for 
the protection of United States citizens. 
SEC. ll. DECLARATION OF ENERGY EMER-

GENCY. 
(a) IN GENERAL.—If the President finds 

that the health, safety, welfare, or economic 
well-being of the citizens of the United 
States is at risk because of a shortage or im-
minent shortage of adequate supplies of 
crude oil, gasoline, or petroleum distillates 
due to a disruption in the national distribu-
tion system for crude oil, gasoline, or petro-
leum distillates (including such a shortage 
related to a major disaster (as defined in sec-
tion 102(2) of the Robert T. Stafford Disaster 
Relief and Emergency Assistance Act (42 
U.S.C. 5122))), or significant pricing anoma-
lies in national energy markets for crude oil, 
gasoline, or petroleum distillates, the Presi-
dent may declare that a Federal energy 
emergency exists. 

(b) SCOPE AND DURATION.—The declaration 
shall apply to the Nation, a geographical re-
gion, or 1 or more States, as determined by 
the President, but may not be in effect for a 
period of more than 45 days. 

(c) EXTENSIONS.—The President may— 
(1) extend a declaration under subsection 

(a) for a period of not more than 45 days; and 
(2) extend such a declaration more than 

once. 
SEC. ll. ENFORCEMENT UNDER FEDERAL 

TRADE COMMISSION ACT. 
(a) ENFORCEMENT BY COMMISSION.—This 

Act shall be enforced by the Federal Trade 
Commission. In enforcing section 2(a) of this 
Act, the Commission shall give priority to 
enforcement actions concerning companies 
with total United States wholesale or retail 
sales of crude oil, gasoline, and petroleum 
distillates in excess of $500,000,000 per year 
but shall not exclude enforcement actions 
against companies with total United States 
wholesale sales of $500,000,000 or less per 
year. 

(b) VIOLATION IS UNFAIR OR DECEPTIVE ACT 
OR PRACTICE.—The violation of any provision 
of this Act shall be treated as an unfair or 
deceptive act or practice proscribed under a 
rule issued under section 18(a)(1)(B) of the 
Federal Trade Commission Act (15 U.S.C. 
57a(a)(1)(B)). 
SEC. ll. ENFORCEMENT AT RETAIL LEVEL BY 

STATE ATTORNEYS GENERAL. 
(a) IN GENERAL.—A State, as parens 

patriae, may bring a civil action on behalf of 
its residents in an appropriate district court 
of the United States to enforce the provi-
sions of section 2(a) of this Act, or to impose 
the civil penalties authorized by section 6 for 
violations of section 2(a), whenever the at-
torney general of the State has reason to be-
lieve that the interests of the residents of 
the State have been or are being threatened 
or adversely affected by a person engaged in 
retail sales of gasoline or petroleum dis-
tillates to consumers for purposes other than 
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resale that violates this Act or a regulation 
under this Act. 

(b) NOTICE.—The State shall serve written 
notice to the Commission of any civil action 
under subsection (a) prior to initiating such 
civil action. The notice shall include a copy 
of the complaint to be filed to initiate such 
civil action, except that if it is not feasible 
for the State to provide such prior notice, 
the State shall provide such notice imme-
diately upon instituting such civil action. 

(c) AUTHORITY TO INTERVENE.—Upon re-
ceiving the notice required by subsection (b), 
the Commission may intervene in such civil 
action and upon intervening— 

(1) be heard on all matters arising in such 
civil action; and 

(2) file petitions for appeal of a decision in 
such civil action. 

(d) CONSTRUCTION.—For purposes of bring-
ing any civil action under subsection (a), 
nothing in this section shall prevent the at-
torney general of a State from exercising the 
powers conferred on the attorney general by 
the laws of such State to conduct investiga-
tions or to administer oaths or affirmations 
or to compel the attendance of witnesses or 
the production of documentary and other 
evidence. 

(e) VENUE; SERVICE OF PROCESS.—In a civil 
action brought under subsection (a)— 

(1) the venue shall be a judicial district in 
which— 

(A) the defendant operates; 
(B) the defendant was authorized to do 

business; or 
(C) where the defendant in the civil action 

is found; 
(2) process may be served without regard to 

the territorial limits of the district or of the 
State in which the civil action is instituted; 
and 

(3) a person who participated with the de-
fendant in an alleged violation that is being 
litigated in the civil action may be joined in 
the civil action without regard to the resi-
dence of the person. 

(f) LIMITATION ON STATE ACTION WHILE 
FEDERAL ACTION IS PENDING.—If the Commis-
sion has instituted a civil action or an ad-
ministrative action for violation of this Act, 
no State attorney general, or official or 
agency of a State, may bring an action under 
this subsection during the pendency of that 
action against any defendant named in the 
complaint of the Commission or the other 
agency for any violation of this Act alleged 
in the complaint. 

(g) ENFORCEMENT OF STATE LAW.—Nothing 
contained in this section shall prohibit an 
authorized State official from proceeding in 
State court to enforce a civil or criminal 
statute of such State. 
SEC. ll. PENALTIES. 

(a) CIVIL PENALTY.— 
(1) IN GENERAL.—In addition to any penalty 

applicable under the Federal Trade Commis-
sion Act— 

(A) any person who violates section 2(b) or 
2(c) of this Act is punishable by a civil pen-
alty of not more than $1,000,000; and 

(B) any person who violates section 2(a) of 
this Act is punishable by a civil penalty of 
not more than $3,000,000. 

(2) METHOD OF ASSESSMENT.—The penalties 
provided by paragraph (1) shall be assessed in 
the same manner as civil penalties imposed 
under section 5 of the Federal Trade Com-
mission Act (15 U.S.C. 45). 

(3) MULTIPLE OFFENSES; MITIGATING FAC-
TORS.—In assessing the penalty provided by 
subsection (a)— 

(A) each day of a continuing violation shall 
be considered a separate violation; and 

(B) the Commission shall take into consid-
eration the seriousness of the violation and 
the efforts of the person committing the vio-

lation to remedy the harm caused by the vio-
lation in a timely manner. 

(b) CRIMINAL PENALTY.—Violation of sec-
tion 2(a) of this Act is punishable by a fine 
of not more than $1,000,000, imprisonment for 
not more than 5 years, or both. 
SEC. ll. EFFECT ON OTHER LAWS. 

(a) OTHER AUTHORITY OF COMMISSION.— 
Nothing in this Act shall be construed to 
limit or affect in any way the Commission’s 
authority to bring enforcement actions or 
take any other measure under the Federal 
Trade Commission Act (15 U.S.C. 41 et seq.) 
or any other provision of law. 

(b) STATE LAW.—Nothing in this Act pre-
empts any State law. 

SA 2613. Mr. KENNEDY (for himself, 
Mr. BINGAMAN, Mr. LEVIN, Mr. DURBIN, 
and Ms. MIKULSKI) submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. EXPANSION OF HOPE SCHOLARSHIP 

CREDIT. 
(a) CREDIT ALLOWED FOR BOOKS AND ROOM 

AND BOARD.— 
(1) IN GENERAL.— 
(A) Subsection (b) of section 25A is amend-

ed by striking ‘‘qualified tuition and related 
expenses’’ each place it occurs and inserting 
‘‘qualified higher education expenses’’. 

(B) Subsection (f) of section 25A is amend-
ed by adding at the end the following new 
paragraph: 

‘‘(3) QUALIFIED HIGHER EDUCATION EX-
PENSES.—The term ‘qualified higher edu-
cation expenses’ has the meaning given such 
term under section 529(e)(3).’’. 

(2) CONFORMING AMENDMENTS.—Subsections 
(e) and (g) of section 25A are amended by in-
serting ‘‘qualified higher education expenses 
or’’ before ‘‘qualified’’ each place it appears. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2004. 
SEC. ll. MODIFICATIONS OF EFFECTIVE DATES 

OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004 is 
amended by striking paragraphs (1) and (2), 
by redesignating paragraphs (3) and (4) as 
paragraphs (1) and (2), respectively, and by 
adding at the end the following new para-
graph: 

‘‘(3) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 

SA 2614. Mr. PRYOR submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 

SEC. ll. DEFINITION OF CONVENTION OR ASSO-
CIATION OF CHURCHES. 

Section 7701 (relating to definitions) is 
amended by redesignating subsection (o) as 
subsection (p) and by inserting after sub-
section (n) the following new subsection: 

‘‘(o) CONVENTION OR ASSOCIATION OF 
CHURCHES.—For purposes of this title, any 
organization which is otherwise a convention 
or association of churches shall not fail to so 
qualify merely because the membership of 
such organization includes individuals as 
well as churches or because individuals have 
voting rights in such organization.’’. 

SA 2615. Ms. COLLINS submitted an 
amendment intended to be proposed by 
her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of subtitle F of title V, add the 
following: 
SEC. ll. REPEAL OF EXPENSING OF INTAN-

GIBLE DRILLING AND DEVELOP-
MENT COSTS FOR OIL AND GAS 
WELLS. 

(a) IN GENERAL.—Section 263(c) (relating to 
intangible drilling and development costs) is 
amended by adding at the end the following 
new sentence: ‘‘This subsection shall not 
apply with respect to wells (other than wells 
drilled for any geothermal deposit (as so de-
fined)) of any integrated oil company (as de-
fined in section 291(b)(4)) which has an aver-
age daily worldwide production of crude oil 
of at least 500,000 barrels for the taxable year 
in any taxable year beginning after Decem-
ber 31, 2005.’’. 

(b) CONFORMING AMENDMENTS.—Paragraphs 
(2) and (3) of section 291(b) are each amended 
by striking ‘‘section 263(c), 616(a),’’ and in-
serting ‘‘section 616(a)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

SA 2616. Mr. KERRY (for himself and 
Mr. OBAMA) submitted an amendment 
intended to be proposed by him to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; as follows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. ll. ACCELERATION OF MARRIAGE PEN-

ALTY RELIEF WITH RESPECT TO THE 
EARNED INCOME TAX CREDIT. 

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 32(b)(2) (relating to joint returns) is 
amended— 

(1) in clause (ii) by striking ‘‘, 2006, and 
2007’’, and 

(2) in clause (iii) by striking ‘‘2007’’ and in-
serting ‘‘2005’’. 

(b) INFLATION AMOUNT.—Section 
32(j)(1)(B)(ii) is amended by striking ‘‘cal-
endar year 2007’’ and inserting ‘‘calendar 
year 2005’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. ll. EXTENSION OF ELECTION TO INCLUDE 

COMBAT PAY IN EARNED INCOME. 

(a) IN GENERAL.—Subclause (II) of section 
32(c)(2)(B)(vi) (relating to earned income) is 
amended by striking ‘‘January 1, 2006’’ and 
inserting ‘‘January 1, 2008’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
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SEC. lll. MODIFICATIONS OF EFFECTIVE 

DATES OF LEASING PROVISIONS OF 
THE AMERICAN JOBS CREATION ACT 
OF 2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004 is 
amended by adding at the end the following 
new paragraph: 

‘‘(5) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 

SA 2617. Mr. SANTORUM submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. CLASSIFICATION OF AUTOMATIC FIRE 

SPRINKLER SYSTEMS. 
(a) IN GENERAL.—Subparagraph (B) of sec-

tion 168(e)(3) (relating to 5-year property) is 
amended by striking ‘‘and’’ at the end of 
clause (v), by striking the period at the end 
of clause (vi) and inserting ‘‘, and ’’, and by 
adding at the end the following: 

‘‘(vii) any automatic fire sprinkler system 
placed in service after the date of the enact-
ment of this clause in a building structure 
which was placed in service before such date 
of enactment.’’. 

(b) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) (relating to spe-
cial rule for certain property assigned to 
classes) is amended by inserting after the 
item relating to subparagraph (B)(iii) the 
following: 
‘‘(B)(vii) ............................. 7’’. 

(c) DEFINITION OF AUTOMATIC FIRE SPRIN-
KLER SYSTEM.—Subsection (i) of section 168 
is amended by adding at the end the fol-
lowing: 

‘‘(18) AUTOMATED FIRE SPRINKLER SYSTEM.— 
The term ‘automated fire sprinkler system’ 
means those sprinkler systems classified 
under one or more of the following publica-
tions of the National Fire Protection Asso-
ciation— 

‘‘(A) NFPA 13, Installation of Sprinkler 
Systems, 

‘‘(B) NFPA 13 D, Installation of Sprinkler 
Systems in One and Two Family Dwellings 
and Manufactured Homes, and 

‘‘(C) NFPA 13 R, Installation of Sprinkler 
Systems in Residential Occupancies up to 
and Including Four Stories in Height.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 

SA 2618. Mr. SANTORUM submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
Subtitle B—Savings for Working Families 

SEC. 411. DEFINITIONS. 
In this subtitle: 
(1) ELIGIBLE INDIVIDUAL.— 

(A) IN GENERAL.—The term ‘‘eligible indi-
vidual’’ means, with respect to any taxable 
year, an individual who— 

(i) has attained the age of 18 but not the 
age of 61 as of the last day of such taxable 
year, 

(ii) is a citizen or lawful permanent resi-
dent (within the meaning of section 7701(b)(6) 
of the Internal Revenue Code of 1986) of the 
United States as of the last day of such tax-
able year, 

(iii) was not a student (as defined in sec-
tion 151(c)(4) of such Code) for the imme-
diately preceding taxable year, 

(iv) is not an individual with respect to 
whom a deduction under section 151 of such 
Code is allowable to another taxpayer for a 
taxable year of the other taxpayer ending 
during the immediately preceding taxable 
year of the individual, 

(v) is not a taxpayer described in sub-
section (c), (d), or (e) of section 6402 of such 
Code for the immediately preceding taxable 
year, 

(vi) is not a taxpayer described in section 
1(d) of such Code for the immediately pre-
ceding taxable year, and 

(vii) is a taxpayer the modified adjusted 
gross income of whom for the immediately 
preceding taxable year does not exceed— 

(I) $20,000, in the case of a taxpayer de-
scribed in section 1(c) of such Code, 

(II) $30,000, in the case of a taxpayer de-
scribed in section 1(b) of such Code, and 

(III) $40,000, in the case of a taxpayer de-
scribed in section 1(a) of such Code. 

(B) INFLATION ADJUSTMENT.— 
(i) IN GENERAL.—In the case of any taxable 

year beginning after 2005, each dollar 
amount referred to in subparagraph (A)(vii) 
shall be increased by an amount equal to— 

(I) such dollar amount, multiplied by 
(II) the cost-of-living adjustment deter-

mined under section (1)(f)(3) of the Internal 
Revenue Code of 1986 for the calendar year in 
which the taxable year begins, by sub-
stituting ‘‘2004’’ for ‘‘1992’’. 

(ii) ROUNDING.—If any amount as adjusted 
under clause (i) is not a multiple of $50, such 
amount shall be rounded to the nearest mul-
tiple of $50. 

(C) MODIFIED ADJUSTED GROSS INCOME.—For 
purposes of subparagraph (A)(v), the term 
‘‘modified adjusted gross income’’ means ad-
justed gross income— 

(i) determined without regard to sections 
86, 893, 911, 931, and 933 of the Internal Rev-
enue Code of 1986, and 

(ii) increased by the amount of interest re-
ceived or accrued by the taxpayer during the 
taxable year which is exempt from tax. 

(2) INDIVIDUAL DEVELOPMENT ACCOUNT.—The 
term ‘‘Individual Development Account’’ 
means an account established for an eligible 
individual as part of a qualified individual 
development account program, but only if 
the written governing instrument creating 
the account meets the following require-
ments: 

(A) The owner of the account is the indi-
vidual for whom the account was estab-
lished. 

(B) No contribution will be accepted unless 
it is in cash, and, except in the case of any 
qualified rollover, contributions will not be 
accepted for the taxable year in excess of 
$1,500 on behalf of any individual. 

(C) The trustee of the account is a quali-
fied financial institution. 

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

(E) Except as provided in section 415(b), 
any amount in the account may be paid out 
only for the purpose of paying the qualified 
expenses of the account owner. 

(3) PARALLEL ACCOUNT.—The term ‘‘parallel 
account’’ means a separate, parallel indi-
vidual or pooled account for all matching 
funds and earnings dedicated to an Indi-
vidual Development Account owner as part 
of a qualified individual development ac-
count program, the trustee of which is a 
qualified financial institution. 

(4) QUALIFIED FINANCIAL INSTITUTION.— 
(A) IN GENERAL.—The term ‘‘qualified fi-

nancial institution’’ means any person au-
thorized to be a trustee of any individual re-
tirement account under section 408(a)(2) of 
the Internal Revenue Code of 1986. 

(B) RULE OF CONSTRUCTION.— 
(i) IN GENERAL.—Nothing in this paragraph 

shall be construed as preventing a person de-
scribed in subparagraph (A) from collabo-
rating with 1 or more qualified nonprofit or-
ganizations or Indian tribes to carry out an 
individual development account program es-
tablished under section 412. 

(ii) QUALIFIED NONPROFIT ORGANIZATION.— 
The term ‘‘qualified nonprofit organization’’ 
means— 

(I) any organization described in section 
501(c)(3) of the Internal Revenue Code of 1986 
and exempt from taxation under section 
501(a) of such Code, 

(II) any community development financial 
institution certified by the Community De-
velopment Financial Institution Fund, 

(III) any credit union chartered under Fed-
eral or State law, or 

(IV) any public housing agency as defined 
in section 3(b)(6) of the United States Hous-
ing Act of 1937 (42 U.S.C. 1437a(b)(6)). 

(iii) INDIAN TRIBE.—The term ‘‘Indian 
tribe’’ means any Indian tribe as defined in 
section 4(12) of the Native American Housing 
Assistance and Self-Determination Act of 
1996 (25 U.S.C. 4103(12), and includes any trib-
ally designated housing entity (as defined in 
section 4(21) of such Act (25 U.S.C. 4103(21)), 
tribal subsidiary, subdivision, or other whol-
ly owned tribal entity. 

(5) QUALIFIED INDIVIDUAL DEVELOPMENT AC-
COUNT PROGRAM.—The term ‘‘qualified indi-
vidual development account program’’ 
means a program established upon approval 
of the Secretary under section 412 after De-
cember 31, 2006, under which— 

(A) Individual Development Accounts and 
parallel accounts are held in trust by a 
qualified financial institution, and 

(B) additional activities determined by the 
Secretary, in consultation with the Sec-
retary of Health and Human Services, as nec-
essary to responsibly develop and administer 
accounts, including recruiting, providing fi-
nancial education and other training to Ac-
count owners, and regular program moni-
toring, are carried out by the qualified finan-
cial institution. 

(6) QUALIFIED EXPENSE DISTRIBUTION.— 
(A) IN GENERAL.—The term ‘‘qualified ex-

pense distribution’’ means any amount paid 
(including through electronic payments) or 
distributed out of an Individual Development 
Account or a parallel account established for 
an eligible individual if such amount— 

(i) is used exclusively to pay the qualified 
expenses of the Individual Development Ac-
count owner or such owner’s spouse or de-
pendents, 

(ii) is paid by the qualified financial insti-
tution— 

(I) except as otherwise provided in this 
clause, directly to the unrelated third party 
to whom the amount is due, 

(II) in the case of any qualified rollover, di-
rectly to another Individual Development 
Account and parallel account, or 

(III) in the case of a qualified final dis-
tribution, directly to the spouse, dependent, 
or other named beneficiary of the deceased 
Account owner, and 
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(iii) is paid after the Account owner has 

completed a financial education course if re-
quired under section 413(b). 

(B) QUALIFIED EXPENSES.— 
(i) IN GENERAL.—The term ‘‘qualified ex-

penses’’ means any of the following expenses 
approved by the qualified financial institu-
tion: 

(I) Qualified higher education expenses. 
(II) Qualified first-time homebuyer costs. 
(III) Qualified business capitalization or 

expansion costs. 
(IV) Qualified rollovers. 
(V) Qualified final distribution. 
(ii) QUALIFIED HIGHER EDUCATION EX-

PENSES.— 
(I) IN GENERAL.—The term ‘‘qualified high-

er education expenses’’ has the meaning 
given such term by section 529(e)(3) of the In-
ternal Revenue Code of 1986, determined by 
treating the Account owner, the owner’s 
spouse, or one or more of the owner’s depend-
ents as a designated beneficiary, and reduced 
as provided in section 25A(g)(2) of such Code. 

(II) COORDINATION WITH OTHER BENEFITS.— 
The amount of expenses which may be taken 
into account for purposes of section 135, 529, 
or 530 of such Code for any taxable year shall 
be reduced by the amount of any qualified 
higher education expenses taken into ac-
count as qualified expense distributions dur-
ing such taxable year. 

(iii) QUALIFIED FIRST-TIME HOMEBUYER 
COSTS.—The term ‘‘qualified first-time home-
buyer costs’’ means qualified acquisition 
costs (as defined in section 72(t)(8)(C) of the 
Internal Revenue Code of 1986) with respect 
to a principal residence (within the meaning 
of section 121 of such Code) for a qualified 
first-time homebuyer (as defined in section 
72(t)(8)(D)(i) of such Code). 

(iv) QUALIFIED BUSINESS CAPITALIZATION OR 
EXPANSION COSTS.— 

(I) IN GENERAL.—The term ‘‘qualified busi-
ness capitalization or expansion costs’’ 
means qualified expenditures for the capital-
ization or expansion of a qualified business 
pursuant to a qualified business plan. 

(II) QUALIFIED EXPENDITURES.—The term 
‘‘qualified expenditures’’ means expenditures 
normally associated with starting or expand-
ing a business and included in a qualified 
business plan, including costs for capital, 
plant, and equipment, inventory expenses, 
and attorney and accounting fees. 

(III) QUALIFIED BUSINESS.—The term 
‘‘qualified business’’ means any business 
that does not contravene any law. 

(IV) QUALIFIED BUSINESS PLAN.—The term 
‘‘qualified business plan’’ means a business 
plan which has been approved by the quali-
fied financial institution and which meets 
such requirements as the Secretary may 
specify. 

(v) QUALIFIED ROLLOVERS.—The term 
‘‘qualified rollover’’ means the complete dis-
tribution of the amounts in an Individual 
Development Account and parallel account 
to another Individual Development Account 
and parallel account established in another 
qualified financial institution for the benefit 
of the Account owner. 

(vi) QUALIFIED FINAL DISTRIBUTION.—The 
term ‘‘qualified final distribution’’ means, in 
the case of a deceased Account owner, the 
complete distribution of the amounts in the 
Individual Development Account and par-
allel account directly to the spouse, any de-
pendent, or other named beneficiary of the 
deceased. 

(7) SECRETARY.—The term ‘‘Secretary’’ 
means the Secretary of the Treasury. 
SEC. 412. STRUCTURE AND ADMINISTRATION OF 

QUALIFIED INDIVIDUAL DEVELOP-
MENT ACCOUNT PROGRAMS. 

(a) ESTABLISHMENT OF QUALIFIED INDI-
VIDUAL DEVELOPMENT ACCOUNT PROGRAMS.— 
Any qualified financial institution may 

apply to the Secretary for approval to estab-
lish 1 or more qualified individual develop-
ment account programs which meet the re-
quirements of this subtitle. 

(b) BASIC PROGRAM STRUCTURE.— 
(1) IN GENERAL.—All qualified individual 

development account programs shall consist 
of the following 2 components for each par-
ticipant: 

(A) An Individual Development Account to 
which an eligible individual may contribute 
cash in accordance with section 413. 

(B) A parallel account to which all match-
ing funds shall be deposited in accordance 
with section 414. 

(2) TAILORED IDA PROGRAMS.—A qualified fi-
nancial institution may tailor its qualified 
individual development account program to 
allow matching funds to be spent on 1 or 
more of the categories of qualified expenses. 

(c) COORDINATION WITH PUBLIC HOUSING 
AGENCY INDIVIDUAL SAVINGS ACCOUNTS.—Sec-
tion 3(e)(2) of the United States Housing Act 
of 1937 (42 U.S.C. 1437a(e)(2)) is amended by 
inserting ‘‘or in any Individual Development 
Account established under subtitle B of title 
IV of the Tax Relief Act of 2005’’ after ‘‘sub-
section’’. 

(d) TAX TREATMENT OF PARALLEL AC-
COUNTS.— 

(1) IN GENERAL.—Chapter 77 (relating to 
miscellaneous provisions) is amended by add-
ing at the end the following new section: 
‘‘SEC. 7529. TAX INCENTIVES FOR INDIVIDUAL DE-

VELOPMENT PARALLEL ACCOUNTS. 
‘‘For purposes of this title— 
‘‘(1) any account described in section 

412(b)(1)(B) of the Tax Relief Act of 2005 shall 
be exempt from taxation, 

‘‘(2) except as provided in section 45G, no 
item of income, expense, basis, gain, or loss 
with respect to such an account may be 
taken into account, and 

‘‘(3) any amount withdrawn from such an 
account shall not be includible in gross in-
come.’’. 

(2) CONFORMING AMENDMENT.—The table of 
sections for chapter 77 is amended by adding 
at the end the following new item: 
‘‘Sec. 7529. Tax incentives for individual de-

velopment parallel accounts.’’. 
(e) COORDINATION OF CERTAIN EXPENSES.— 

Section 25A(g)(2) is amended by striking 
‘‘and’’ at the end of subparagraph (C), by 
striking the period at the end of subpara-
graph (D) and inserting ‘‘, and’’, and by add-
ing at the end the following new subpara-
graph: 

‘‘(D) a qualified expense distribution with 
respect to qualified higher education ex-
penses from an Individual Development Ac-
count or a parallel account under section 
415(a) of the Tax Relief Act of 2005.’’. 
SEC. 413. PROCEDURES FOR OPENING AND MAIN-

TAINING AN INDIVIDUAL DEVELOP-
MENT ACCOUNT AND QUALIFYING 
FOR MATCHING FUNDS. 

(a) OPENING AN ACCOUNT.—An eligible indi-
vidual may open an Individual Development 
Account with a qualified financial institu-
tion upon certification that such individual 
has never maintained any other Individual 
Development Account (other than an Indi-
vidual Development Account to be termi-
nated by a qualified rollover). 

(b) REQUIRED COMPLETION OF FINANCIAL 
EDUCATION COURSE.— 

(1) IN GENERAL.—Before becoming eligible 
to withdraw funds to pay for qualified ex-
penses, owners of Individual Development 
Accounts must complete 1 or more financial 
education courses specified in the qualified 
individual development account program. 

(2) STANDARD AND APPLICABILITY OF 
COURSE.—The Secretary, in consultation 
with representatives of qualified individual 
development account programs and financial 

educators, shall, not later than January 1, 
2006, establish minimum quality standards 
for the contents of financial education 
courses and providers of such courses de-
scribed in paragraph (1) and a protocol to ex-
empt individuals from the requirement 
under paragraph (1) in the case of hardship, 
lack of need, the attainment of age 65, or a 
qualified final distribution. 

(c) PROOF OF STATUS AS AN ELIGIBLE INDI-
VIDUAL.—Federal income tax forms for the 
immediately preceding taxable year and any 
other evidence of eligibility which may be 
required by a qualified financial institution 
shall be presented to such institution at the 
time of the establishment of the Individual 
Development Account and in any taxable 
year in which contributions are made to the 
Account to qualify for matching funds under 
section 414(b)(1)(A). 

(d) SPECIAL RULE IN THE CASE OF MARRIED 
INDIVIDUALS.—For purposes of this subtitle, 
if, with respect to any taxable year, 2 mar-
ried individuals file a Federal joint income 
tax return, then not more than 1 of such in-
dividuals may be treated as an eligible indi-
vidual with respect to the succeeding taxable 
year. 
SEC. 414. DEPOSITS BY QUALIFIED INDIVIDUAL 

DEVELOPMENT ACCOUNT PRO-
GRAMS. 

(a) PARALLEL ACCOUNTS.—The qualified fi-
nancial institution shall deposit all match-
ing funds for each Individual Development 
Account into a parallel account at a quali-
fied financial institution. 

(b) REGULAR DEPOSITS OF MATCHING 
FUNDS.— 

(1) IN GENERAL.—Subject to paragraph (2), 
the qualified financial institution shall de-
posit into the parallel account with respect 
to each eligible individual the following 
amounts: 

(A) A dollar-for-dollar match for the first 
$500 contributed by the eligible individual 
into an Individual Development Account 
with respect to any taxable year of such in-
dividual. 

(B) Any matching funds provided by State, 
local, or private sources in accordance with 
the matching ratio set by those sources. 

(2) TIMING OF DEPOSITS.—A deposit of the 
amounts described in paragraph (1) shall be 
made into a parallel account— 

(A) in the case of amounts described in 
paragraph (1)(A), not later than 30 days after 
the end of the calendar quarter during which 
the contribution described in such paragraph 
was made, and 

(B) in the case of amounts described in 
paragraph (1)(B), not later than 2 business 
days after such amounts were provided. 

(3) CROSS REFERENCE.—For allowance of 
tax credit for Individual Development Ac-
count subsidies, including matching funds, 
see section 45N of the Internal Revenue Code 
of 1986, as added by section 419(a). 

(c) DEPOSIT OF MATCHING FUNDS INTO INDI-
VIDUAL DEVELOPMENT ACCOUNT OF INDIVIDUAL 
WHO HAS ATTAINED AGE 65.—In the case of an 
Individual Development Account owner who 
attains the age of 65, the qualified financial 
institution shall deposit the funds in the par-
allel account with respect to such individual 
into the Individual Development Account of 
such individual on the later of— 

(1) the day which is the 1-year anniversary 
of the deposit of such funds in the parallel 
account, or 

(2) the first business day of the taxable 
year of such individual following the taxable 
year in which such individual attained age 
65. 

(d) UNIFORM ACCOUNTING REGULATIONS.—To 
ensure proper recordkeeping and determina-
tion of the tax credit under section 45N of 
the Internal Revenue Code of 1986, as added 
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by section 419(a), the Secretary shall pre-
scribe regulations with respect to accounting 
for matching funds in the parallel accounts. 

(e) REGULAR REPORTING OF ACCOUNTS.— 
Any qualified financial institution shall re-
port the balances in any Individual Develop-
ment Account and parallel account of an in-
dividual on not less than an annual basis to 
such individual. 
SEC. 415. WITHDRAWAL PROCEDURES. 

(a) WITHDRAWALS FOR QUALIFIED EX-
PENSES.— 

(1) IN GENERAL.—An Individual Develop-
ment Account owner may withdraw funds in 
order to pay qualified expense distributions 
from such individual’s— 

(A) Individual Development Account, but 
only from funds which have been on deposit 
in such Account for at least 1 year, and 

(B) parallel account, but only— 
(i) from matching funds which have been 

on deposit in such parallel account for at 
least 1 year, 

(ii) from earnings in such parallel account, 
after all matching funds described in clause 
(i) have been withdrawn, and 

(iii) to the extent such withdrawal does not 
result in a remaining balance in such par-
allel account which is less than the remain-
ing balance in the Individual Development 
Account after such withdrawal. 

(2) PROCEDURE.—Upon receipt of a with-
drawal request which meets the require-
ments of paragraph (1), the qualified finan-
cial institution shall directly transfer the 
funds electronically to the distributees de-
scribed in section 411(6)(A)(ii). If a dis-
tributee is not equipped to receive funds 
electronically, the qualified financial insti-
tution may issue such funds by paper check 
to the distributee. 

(b) WITHDRAWALS FOR NONQUALIFIED EX-
PENSES.—An Individual Development Ac-
count owner may withdraw any amount of 
funds from the Individual Development Ac-
count for purposes other than to pay quali-
fied expense distributions, but if, after such 
withdrawal, the amount in the parallel ac-
count of such owner (excluding earnings on 
matching funds) exceeds the amount remain-
ing in such Individual Development Account, 
then such owner shall forfeit from the par-
allel account the lesser of such excess or the 
amount withdrawn. 

(c) WITHDRAWALS FROM ACCOUNTS OF NON-
ELIGIBLE INDIVIDUALS.—If the individual for 
whose benefit an Individual Development Ac-
count is established ceases to be an eligible 
individual, such account shall remain an In-
dividual Development Account, but such in-
dividual shall not be eligible for any further 
matching funds under section 414(b)(1)(A) for 
contributions which are made to the Ac-
count during any taxable year when such in-
dividual is not an eligible individual. 

(d) EFFECT OF PLEDGING ACCOUNT AS SECU-
RITY.—If, during any taxable year of the indi-
vidual for whose benefit an Individual Devel-
opment Account is established, that indi-
vidual uses the Account, the individual’s 
parallel account, or any portion thereof as 
security for a loan, the portion so used shall 
be treated as a withdrawal of such portion 
from the Individual Development Account 
for purposes other than to pay qualified ex-
penses. 
SEC. 416. CERTIFICATION AND TERMINATION OF 

QUALIFIED INDIVIDUAL DEVELOP-
MENT ACCOUNT PROGRAMS. 

(a) CERTIFICATION PROCEDURES.—Upon es-
tablishing a qualified individual develop-
ment account program under section 412, a 
qualified financial institution shall certify 
to the Secretary at such time and in such 
manner as may be prescribed by the Sec-
retary and accompanied by any documenta-
tion required by the Secretary, that— 

(1) the accounts described in subparagraphs 
(A) and (B) of section 412(b)(1) are operating 
pursuant to all the provisions of this Act, 
and 

(2) the qualified financial institution 
agrees to implement an information system 
necessary to monitor the cost and outcomes 
of the qualified individual development ac-
count program. 

(b) AUTHORITY TO TERMINATE QUALIFIED 
IDA PROGRAM.—If the Secretary determines 
that a qualified financial institution under 
this Act is not operating a qualified indi-
vidual development account program in ac-
cordance with the requirements of this Act 
(and has not implemented any corrective 
recommendations directed by the Secretary), 
the Secretary shall terminate such institu-
tion’s authority to conduct the program. If 
the Secretary is unable to identify a quali-
fied financial institution to assume the au-
thority to conduct such program, then any 
funds in a parallel account established for 
the benefit of any individual under such pro-
gram shall be deposited into the Individual 
Development Account of such individual as 
of the first day of such termination. 
SEC. 417. REPORTING, MONITORING, AND EVAL-

UATION. 
(a) RESPONSIBILITIES OF QUALIFIED FINAN-

CIAL INSTITUTIONS.—Each qualified financial 
institution that operates a qualified indi-
vidual development account program under 
section 412 shall report annually to the Sec-
retary within 90 days after the end of each 
calendar year on— 

(1) the number of individuals making con-
tributions into Individual Development Ac-
counts and the amounts contributed, 

(2) the amounts contributed into Indi-
vidual Development Accounts by eligible in-
dividuals and the amounts deposited into 
parallel accounts for matching funds, 

(3) the amounts withdrawn from Individual 
Development Accounts and parallel ac-
counts, and the purposes for which such 
amounts were withdrawn, 

(4) the balances remaining in Individual 
Development Accounts and parallel ac-
counts, and 

(5) such other information needed to help 
the Secretary monitor the effectiveness of 
the qualified individual development account 
program (provided in a non-individually- 
identifiable manner). 

(b) RESPONSIBILITIES OF THE SECRETARY.— 
(1) MONITORING PROTOCOL.—Not later than 

12 months after the date of the enactment of 
this Act, the Secretary, in consultation with 
the Secretary of Health and Human Services, 
shall develop and implement a protocol and 
process to monitor the cost and outcomes of 
the qualified individual development account 
programs established under section 412. 

(2) ANNUAL REPORTS.—For each year after 
2007, the Secretary shall submit a progress 
report to Congress on the status of such 
qualified individual development account 
programs. Such report shall, to the extent 
data are available, include from a represent-
ative sample of qualified individual develop-
ment account programs information on— 

(A) the characteristics of participants, in-
cluding age, gender, race or ethnicity, mar-
ital status, number of children, employment 
status, and monthly income, 

(B) deposits, withdrawals, balances, uses of 
Individual Development Accounts, and par-
ticipant characteristics, 

(C) the characteristics of qualified indi-
vidual development account programs, in-
cluding match rate, economic education re-
quirements, permissible uses of accounts, 
staffing of programs in full time employees, 
and the total costs of programs, and 

(D) process information on program imple-
mentation and administration, especially on 

problems encountered and how problems 
were solved. 

(3) USE OF ACCOUNTS IN RURAL AREAS EN-
COURAGED.—The Secretary shall develop 
methods to encourage the use of Individual 
Development Accounts in rural areas. 
SEC. 418. AUTHORIZATION OF APPROPRIATIONS. 

(a) IN GENERAL.—There is authorized to be 
appropriated to the Secretary $1,000,000 for 
fiscal year 2007 and for each fiscal year 
through 2014, for the purposes of imple-
menting this subtitle, including the report-
ing, monitoring, and evaluation required 
under section 417, to remain available until 
expended. 

(b) GRANTS.—There is authorized to be ap-
propriated to the Secretary $20,000,000— 

(1) to make grants to qualified nonprofit 
organizations and Indian tribes to help de-
fray the administrative costs associated with 
the operation of individual development ac-
count programs, including the required fi-
nancial education courses, and 

(2) to provide technical assistance to quali-
fied nonprofit organizations and Indian 
tribes in meeting such program require-
ments. 
SEC. 419. MATCHING FUNDS FOR INDIVIDUAL DE-

VELOPMENT ACCOUNTS PROVIDED 
THROUGH A TAX CREDIT FOR 
QUALIFIED FINANCIAL INSTITU-
TIONS. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at 
the end the following new section: 
‘‘SEC. 45N. INDIVIDUAL DEVELOPMENT ACCOUNT 

INVESTMENT CREDIT. 
‘‘(a) DETERMINATION OF AMOUNT.—For pur-

poses of section 38, the individual develop-
ment account investment credit determined 
under this section with respect to any eligi-
ble entity for any taxable year is an amount 
equal to the individual development account 
investment provided by such eligible entity 
during the taxable year under an individual 
development account program established 
under section 412 of the Tax Relief Act of 
2005. 

‘‘(b) APPLICABLE TAX.—For the purposes of 
this section, the term ‘applicable tax’ means 
the excess (if any) of— 

‘‘(1) the tax imposed under this chapter 
(other than the taxes imposed under the pro-
visions described in subparagraphs (C) 
through (Q) of section 26(b)(2)), over 

‘‘(2) the credits allowable under subpart B 
(other than this section) and subpart D of 
this part. 

‘‘(c) INDIVIDUAL DEVELOPMENT ACCOUNT IN-
VESTMENT.—For purposes of this section, the 
term ‘individual development account in-
vestment’ means, with respect to an indi-
vidual development account program in any 
taxable year, an amount equal to the sum 
of— 

‘‘(1) the aggregate amount of dollar-for- 
dollar matches under such program under 
section 414(b)(1)(A) of the Tax Relief Act of 
2005 for such taxable year, plus 

‘‘(2) $50 with respect to each Individual De-
velopment Account maintained— 

‘‘(A) as of the end of such taxable year, but 
only if such taxable year is within the 7-tax-
able-year period beginning with the taxable 
year in which such Account is opened, and 

‘‘(B) with a balance of not less than $100 
(other than the taxable year in which such 
Account is opened). 

‘‘(d) ELIGIBLE ENTITY.—For purposes of this 
section, except as provided in regulations, 
the term ‘eligible entity’ means a qualified 
financial institution. 

‘‘(e) OTHER DEFINITIONS.—For purposes of 
this section, any term used in this section 
and also in subtitle B of part IV of the Tax 
Relief Act of 2005 shall have the meaning 
given such term in such subtitle. 
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‘‘(f) DENIAL OF DOUBLE BENEFIT.— 
‘‘(1) IN GENERAL.—No deduction or credit 

(other than under this section) shall be al-
lowed under this chapter with respect to any 
expense which— 

‘‘(A) is taken into account under sub-
section (c)(1)(A) in determining the credit 
under this section, or 

‘‘(B) is attributable to the maintenance of 
an Individual Development Account. 

‘‘(2) DETERMINATION OF AMOUNT.—Solely for 
purposes of paragraph (1)(B), the amount at-
tributable to the maintenance of an Indi-
vidual Development Account shall be deemed 
to be the dollar amount of the credit allowed 
under subsection (c)(l)(B) for each taxable 
year such Individual Development Account 
is maintained. 

‘‘(g) CREDIT MAY BE TRANSFERRED.— 
‘‘(1) IN GENERAL.—An eligible entity may 

transfer any credit allowable to the eligible 
entity under subsection (a) to any person 
other than to another eligible entity which 
is exempt from tax under this title. The de-
termination as to whether a credit is allow-
able shall be made without regard to the tax- 
exempt status of the eligible entity. 

‘‘(2) CONSENT REQUIRED FOR REVOCATION.— 
Any transfer under paragraph (1) may be re-
voked only with the consent of the Sec-
retary. 

‘‘(h) REGULATIONS.—The Secretary may 
prescribe such regulations as may be nec-
essary or appropriate to carry out this sec-
tion, including 

‘‘(1) such regulations as necessary to in-
sure that any credit described in subsection 
(g)(1) is claimed once and not retransferred 
by a transferee, and 

‘‘(2) regulations providing for a recapture 
of the credit allowed under this section (not-
withstanding any termination date described 
in subsection (i)) in cases where there is a 
forfeiture under section 415(b) of the Tax Re-
lief Act of 2005 in a subsequent taxable year 
of any amount which was taken into account 
in determining the amount of such credit. 

‘‘(i) APPLICATION OF SECTION.— 
‘‘(1) IN GENERAL.—This section shall apply 

to any expenditure made in any taxable year 
ending after December 31, 2006, and begin-
ning on or before January 1, 2014, with re-
spect to any Individual Development Ac-
count which— 

‘‘(A) is opened before January 1, 2012, and 
‘‘(B) as determined by the Secretary, when 

added to all of the previously opened Indi-
vidual Development Accounts, does not 
cause the total number of such Accounts to 
exceed 900,000. 

Notwithstanding the preceding sentence, 
this section shall apply to amounts which 
are described in subsection (c)(1) and which 
are timely deposited into a parallel account 
during the 30-day period following the end of 
the last taxable year beginning on or before 
January 1, 2014. 

‘‘(2) DETERMINATION OF LIMITATION.—The 
limitation on the number of Individual De-
velopment Accounts under paragraph (1)(B) 
shall be allocated by the Secretary among 
eligible individuals as such individuals open 
such Accounts under qualified individual de-
velopment account programs, except that, in 
the case of 300,000 Accounts, such limitation 
shall be equally allocated among the 
States.’’. 

(b) CREDIT TREATED AS BUSINESS CREDIT.— 
Section 38(b) (relating to current year busi-
ness credit) is amended by striking ‘‘and’’ at 
the end of paragraph (25), by striking the pe-
riod at the end of paragraph (26) and insert-
ing ‘‘, and’’, and by adding at the end the fol-
lowing new paragraph: 

‘‘(27) the individual development account 
investment credit determined under section 
45J(a).’’. 

(c) CONFORMING AMENDMENT.—The table of 
sections for subpart C of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following new item: 
‘‘Sec. 45N. Individual development account 

investment credit.’’. 
(d) REPORT REGARDING ACCOUNT MAINTE-

NANCE FEES.—The Secretary of the Treasury 
shall study the adequacy of the amount spec-
ified in section 45N(c)(2) of the Internal Rev-
enue Code of 1986 (as added by this section). 
Not later than December 31, 2010, the Sec-
retary of the Treasury shall report the find-
ings of the study described in the preceding 
sentence to Congress. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after December 31, 2006. 
SEC. 420. ACCOUNT FUNDS DISREGARDED FOR 

PURPOSES OF CERTAIN MEANS- 
TESTED FEDERAL PROGRAMS. 

Notwithstanding any other provision of 
Federal law (other than the Internal Rev-
enue Code of 1986) that requires consider-
ation of 1 or more financial circumstances of 
an individual, for the purpose of determining 
eligibility to receive, or the amount of, any 
assistance or benefit authorized by such pro-
vision to be provided to or for the benefit of 
such individual, any amount (including earn-
ings thereon) in any Individual Development 
Account of such individual and any match-
ing deposit made on behalf of such individual 
(including earnings thereon) in any parallel 
account shall be disregarded for such purpose 
with respect to any period during which such 
individual maintains or makes contributions 
into such Individual Development Account. 

SA 2619. Mrs. HUTCHISON submitted 
an amendment intended to be proposed 
by her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. ll. MODIFICATION OF BOND RULE. 

(a) IN GENERAL.—In the case of bonds 
issued after the date of the enactment of this 
Act and before August 31, 2009— 

(1) the requirement of paragraph (1) of sec-
tion 648 of the Deficit Reduction Act of 1984 
(98 Stat. 941) shall be treated as met with re-
spect to the securities or obligations referred 
to in such section if such securities or obli-
gations are held in a fund the annual dis-
tributions from which cannot exceed 7 per-
cent of the average fair market value of the 
assets held in such fund except to the extent 
distributions are necessary to pay debt serv-
ice on the bond issue, 

(2) paragraph (3) of such section shall be 
applied by substituting ‘‘distributions from’’ 
for ‘‘the investment earnings of’’ both places 
it appears, and 

(3) Paragraph (4) of such section shall be 
applied by substituting ‘‘March 1, 1985’’ for 
‘‘October 9, 1969’’. 

(b) INCREASE IN MINIMUM PENALTY FOR BAD 
CHECKS AND MONEY ORDERS.— 

(1) IN GENERAL.—Section 6657 (related to 
bad checks), as amended by section 535, is 
amended— 

(A) by striking ‘‘$1,250’’ and inserting 
‘‘$2,000’’, and 

(B) by striking ‘‘$25’’ and inserting ‘‘$40’’. 
(2) EFFECTIVE DATE.—The amendments 

made by this subsection shall apply to 
checks or money orders received after the 
date of the enactment of this Act. 

SA 2620. Ms. SNOWE (for herself and 
Mr. SCHUMER) submitted an amend-

ment intended to be proposed by her to 
the bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

At the end of title IV, add the following: 
SEC. ll. INTEREST DETERMINATIONS ON STU-

DENT LOANS. 
(a) IN GENERAL.—Section 221 (relating to 

interest on education loans) is amended by 
redesignating subsection (f) as subsection (g) 
and by inserting after subsection (e) the fol-
lowing new subsection: 

‘‘(f) DETERMINATION OF INTEREST PAID.—In 
the case of a qualified education loan made 
after December 31, 2004, for purposes of this 
section and notwithstanding any other pro-
vision of this title— 

‘‘(1) IN GENERAL.— 
‘‘(A) TREATMENT AS INTEREST.—Any pay-

ment on such loan shall be treated as a pay-
ment of interest to the extent of the balance, 
immediately before such payment, in the ac-
cumulated interest account with respect to 
such loan. 

‘‘(B) EXCEPTION.—Subparagraph (A) shall 
not apply to any payment of collection costs, 
late fees, and penalties. 

‘‘(2) ACCUMULATED INTEREST ACCOUNT.— 
‘‘(A) IN GENERAL.—The term ‘accumulated 

interest account’ means an account which is 
adjusted in accordance with this paragraph. 

‘‘(B) INCREASES.—The balance in the accu-
mulated interest account shall be increased 
for any period by the sum of— 

‘‘(i) the loan origination fees incurred by 
the borrower in such period, 

‘‘(ii) the amount of stated interest on the 
loan for such period, and 

‘‘(iii) the amount of any fee imposed under 
section 428(b)(1)(H) of the Higher Education 
Act of 1965 (20 U.S.C. 1078(b)(1)(H)). 

‘‘(C) DECREASES.—The balance in the accu-
mulated interest account shall be decreased 
(but not below zero) by payments made on 
the loan to the extent treated as interest 
under this section. 

‘‘(3) LOAN ORIGINATION FEES.— 
‘‘(A) FEDERAL PROGRAMS.—The term ‘loan 

origination fee’ includes any fee imposed 
under any of the following provisions of the 
Higher Education Act of 1965: 

‘‘(i) Section 438(c) (20 U.S.C. 1087–1(c)). 
‘‘(ii) Section 455(c) (20 U.S.C. 1087e(c)). 
‘‘(B) FEES FOR SERVICES OR PROPERTY EX-

CLUDED.—Except as provided under subpara-
graph (A), the term ‘loan origination fee’ 
does not include any fee which is a fee for 
services or property. 

‘‘(4) STATED INTEREST.—The term ‘stated 
interest’ means, with respect to any period, 
the amount of interest determined for the 
period based on the stated rate of interest 
applicable to the period (whether or not the 
interest is required to be paid in such pe-
riod). 

‘‘(5) ANTI-ABUSE RULE.—The Secretary may 
prescribe rules to prevent the acceleration or 
deceleration of additions to the accumulated 
interest account where the loan origination 
fees or stated interest do not properly reflect 
the substance of the loan.’’. 

(b) INFORMATION RETURNS.— 
(1) INTEREST AND LOAN ORIGINATION FEE DE-

FINED.—Subsection (e) of section 6050S (relat-
ing to the general rule for form and manner 
of returns) is amended by inserting before 
the period at the end the following: ‘‘, and 
the term ‘interest’ has the same meaning as 
when used in section 221’’. 

(2) PRE-2005 LOANS.—The regulations under 
section 6050S of the Internal Revenue Code of 
1986 which are applicable to loans made be-
fore September 1, 2004, shall also apply to 
loans made on or after such date which are 
made before January 1, 2005. 

VerDate Aug 31 2005 00:55 Nov 19, 2005 Jkt 049060 PO 00000 Frm 00069 Fmt 0624 Sfmt 0634 E:\CR\FM\A17NO6.175 S17NOPT2



CONGRESSIONAL RECORD — SENATES13216 November 17, 2005 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2004. 

SA 2621. Ms. SNOWE submitted an 
amendment intended to be proposed by 
her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
SEC. ll. CLARIFICATION OF CASH ACCOUNTING 

RULES FOR SMALL BUSINESS. 
(a) CASH ACCOUNTING PERMITTED.— 
(1) IN GENERAL.—Section 446 (relating to 

general rule for methods of accounting) is 
amended by adding at the end the following 
new subsection: 

‘‘(g) CERTAIN SMALL BUSINESS TAXPAYERS 
PERMITTED TO USE CASH ACCOUNTING METHOD 
WITHOUT LIMITATION.— 

‘‘(1) IN GENERAL.—An eligible taxpayer 
shall not be required to use an accrual meth-
od of accounting for any taxable year. 

‘‘(2) ELIGIBLE TAXPAYER.—For purposes of 
this subsection, a taxpayer is an eligible tax-
payer with respect to any taxable year if— 

‘‘(A) for all prior taxable years beginning 
after December 31, 2004, the taxpayer (or any 
predecessor) met the gross receipts test of 
section 448(c), and 

‘‘(B) the taxpayer is not subject to section 
447 or 448.’’. 

(2) EXPANSION OF GROSS RECEIPTS TEST.— 
(A) IN GENERAL.—Paragraph (3) of section 

448(b) (relating to entities with gross re-
ceipts of not more than $5,000,000) is amended 
by striking ‘‘$5,000,000’’ in the text and in the 
heading and inserting ‘‘$10,000,000’’. 

(B) CONFORMING AMENDMENTS.—Section 
448(c) is amended— 

(i) by striking ‘‘$5,000,000’’ each place it ap-
pears in the text and in the heading of para-
graph (1) and inserting ‘‘$10,000,000’’, and 

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

‘‘(4) INFLATION ADJUSTMENT.—In the case of 
any taxable year beginning in a calendar 
year after 2005, the dollar amount contained 
in subsection (b)(3) and paragraph (1) of this 
subsection shall be increased by an amount 
equal to— 

‘‘(A) such dollar amount, multiplied by 
‘‘(B) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar 
year in which the taxable year begins, by 
substituting ‘calendar year 2004’ for ‘cal-
endar year 1992’ in subparagraph (B) thereof. 
If any amount as adjusted under this sub-
paragraph is not a multiple of $100,000, such 
amount shall be rounded to the nearest mul-
tiple of $100,000.’’. 

(b) CLARIFICATION OF INVENTORY RULES FOR 
SMALL BUSINESS.— 

(1) IN GENERAL.—Section 471 (relating to 
general rule for inventories) is amended by 
redesignating subsection (c) as subsection (d) 
and by inserting after subsection (b) the fol-
lowing new subsection: 

‘‘(c) SMALL BUSINESS TAXPAYERS NOT RE-
QUIRED TO USE INVENTORIES.— 

‘‘(1) IN GENERAL.—A qualified taxpayer 
shall not be required to use inventories 
under this section for a taxable year. 

‘‘(2) TREATMENT OF TAXPAYERS NOT USING 
INVENTORIES.—If a qualified taxpayer does 
not use inventories with respect to any prop-
erty for any taxable year beginning after De-
cember 31, 2004, such property shall be treat-
ed as a material or supply which is not inci-
dental. 

‘‘(3) QUALIFIED TAXPAYER.—For purposes of 
this subsection, the term ‘qualified taxpayer’ 
means— 

‘‘(A) any eligible taxpayer (as defined in 
section 446(g)(2)), and 

‘‘(B) any taxpayer described in section 
448(b)(3).’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Subpart D of part II of subchapter E of 

chapter 1 is amended by striking section 474. 
(B) The table of sections for subpart D of 

part II of subchapter E of chapter 1 is amend-
ed by striking the item relating to section 
474. 

(c) EFFECTIVE DATE AND SPECIAL RULES.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years be-
ginning after December 31, 2004. 

(2) CHANGE IN METHOD OF ACCOUNTING.—In 
the case of any taxpayer changing the tax-
payer’s method of accounting for any taxable 
year under the amendments made by this 
section— 

(A) such change shall be treated as initi-
ated by the taxpayer; 

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

(C) the net amount of the adjustments re-
quired to be taken into account by the tax-
payer under section 481 of the Internal Rev-
enue Code of 1986 shall be taken into account 
over a period (not greater than 4 taxable 
years) beginning with such taxable year. 
SEC. ll. INCLUSION OF HEAVY VEHICLES IN 

LIMITATION ON DEPRECIATION OF 
CERTAIN LUXURY AUTOMOBILES. 

(a) IN GENERAL.—Section 280F(d)(5)(A) (de-
fining passenger automobile) is amended— 

(1) by striking clause (ii) and inserting the 
following new clause: 

‘‘(ii)(I) which is rated at 6,000 pounds un-
loaded gross vehicle weight or less, or 

‘‘(II) which is rated at more than 6,000 
pounds but not more than 14,000 pounds gross 
vehicle weight.’’, 

(2) by striking ‘‘clause (ii)’’ in the second 
sentence and inserting ‘‘clause (ii)(I)’’. 

(b) CONFORMING AMENDMENT.—Section 
179(b) (relating to limitations) is amended by 
striking paragraph (6). 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 

SA 2622. Ms. MURKOWSKI (for her-
self and Mr. STEVENS) submitted an 
amendment intended to be proposed by 
her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
SEC. ll. HYDROELECTRIC DEVELOPMENT IN-

CENTIVES. 
(a) IN GENERAL.—Project numbers 1051, 

10440, 11393, 11077, 11588, and 12379 of the Fed-
eral Energy Regulatory Commission shall be 
eligible for the maximum favorable treat-
ment afforded under any Federal legislation 
or any amendments made by such legislation 
which promotes hydroelectric development 
that is enacted during the 10-year period 
that begins on the date that is 5 years prior 
to the date of enactment of this Act. 

(b) DEEMED QUALIFIED ENERGY RE-
SOURCES.—All power produced by the project 
numbers specified in subsection (a) shall be 
deemed to be qualified energy resources for 
purposes of qualifying for any energy produc-
tion credit or similar benefit enacted for hy-
droelectric development within the 10-year 
period described in subsection (a). 

(c) TRIPLE INTEREST AND PENALTIES FOR 
UNDERPAYMENTS RELATED TO CERTAIN OFF-
SHORE FINANCIAL ARRANGEMENTS.—Section 
532 of this Act is amended— 

(1) in the section heading, by striking 
‘‘DOUBLING’’ and inserting ‘‘TRIPLING’’; 
and 

(2) in subsection (a)(1)(B), by striking 
‘‘twice’’ and inserting ‘‘3 times’’. 

SA 2623. Mr. DURBIN (for himself 
and Mr. OBAMA) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; as follows: 

At the end of title IV, insert the following: 
SEC. ll. REDUCED TAXES FOR PATRIOT EM-

PLOYERS. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 is amended by add-
ing at the end the following new section: 
‘‘SEC. 45N. REDUCTION IN TAX OF PATRIOT EM-

PLOYERS. 
‘‘(a) IN GENERAL.—In the case of any tax-

able year beginning after December 31, 2005, 
and before January 1, 2011, with respect to 
which a taxpayer is certified by the Sec-
retary as a Patriot employer, the Patriot 
employer credit determined under this sec-
tion for purposes of section 38 shall be equal 
to 1 percent of the taxable income of the tax-
payer which is properly allocable to all 
trades or businesses with respect to which 
the taxpayer is certified as a Patriot em-
ployer for the taxable year. 

‘‘(b) PATRIOT EMPLOYER.—For purposes of 
subsection (a), the term ‘Patriot employer’ 
means, with respect to any taxable year, any 
taxpayer which— 

‘‘(1) maintains its headquarters in the 
United States if the taxpayer has ever been 
headquartered in the United States, 

‘‘(2) pays at least 60 percent of each em-
ployee’s health care premiums, 

‘‘(3) if such taxpayer employs at least 50 
employees on average during the taxable 
year— 

‘‘(A) maintains or increases the number of 
full-time workers in the United States rel-
ative to the number of full-time workers out-
side of United States, 

‘‘(B) compensates each employee of the 
taxpayer at an hourly rate (or equivalent 
thereof) not less than an amount equal to 
the Federal poverty level for a family of 
three for the calendar year in which the tax-
able year begins divided by 2,080, 

‘‘(C) provides either a defined benefit plan 
or a defined contribution plan which fully 
matches at least 5 percent of each employ-
ee’s contributions to the plan, and 

‘‘(D) provides full differential salary and 
insurance benefits for all National Guard and 
Reserve employees who are called for active 
duty, and 

‘‘(4) if such taxpayer employs less than 50 
employees on average during the taxable 
year, either— 

‘‘(A) compensates each employee of the 
taxpayer at an hourly rate (or equivalent 
thereof) not less than an amount equal to 
the Federal poverty level for a family of 3 for 
the calendar year in which the taxable year 
begins divided by 2,080, or 

‘‘(B) provides either a defined benefit plan 
or a defined contribution plan which fully 
matches at least 5 percent of each employ-
ee’s contributions to the plan.’’. 

(b) ALLOWANCE AS GENERAL BUSINESS CRED-
IT.—Section 38(b) is amended by striking 
‘‘and’’ at the end of paragraph (25), by strik-
ing the period at the end of paragraph (26) 
and inserting ‘‘, and’’, and by adding at the 
end the following: 

‘‘(27) the Patriot employer credit deter-
mined under section 45N.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 
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SEC. ll. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
DUAL CAPACITY TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States) is amended 
by redesignating subsection (m) as sub-
section (n) and by inserting after subsection 
(l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
to a foreign country or possession of the 
United States for any period shall not be 
considered a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 
possession were applicable to such dual ca-
pacity taxpayer. 
Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 
SEC. ll. RULES RELATING TO FOREIGN OIL AND 

GAS INCOME. 
(a) SEPARATE BASKET FOR FOREIGN TAX 

CREDIT.— 
(1) SEPARATE BASKET.— 
(A) YEARS BEFORE 2007.—Paragraph (1) of 

section 904(d) (relating to separate applica-
tion of section with respect to certain cat-
egories of income), as in effect for years be-
ginning before 2007, is amended by striking 
‘‘and’’ at the end of subparagraph (H), by re-
designating subparagraph (I) as subpara-
graph (J), and by inserting after subpara-
graph (H) the following new subparagraph: 

‘‘(I) foreign oil and gas income, and’’. 
(B) 2007 AND AFTER.—Paragraph (1) of sec-

tion 904(d), as in effect for years beginning 

after 2006, is amended by striking ‘‘and’’ at 
the end of subparagraph (A), by striking the 
period at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following: 

‘‘(C) foreign oil and gas income.’’ 
(2) DEFINITION.— 
(A) YEARS BEFORE 2007.—Paragraph (2) of 

section 904(d), as in effect for years begin-
ning before 2007, is amended by redesignating 
subparagraphs (H) and (I) as subparagraphs 
(I) and (J), respectively, and by inserting 
after subparagraph (G) the following new 
subparagraph: 

‘‘(H) FOREIGN OIL AND GAS INCOME.—The 
term ‘foreign oil and gas income’ has the 
meaning given such term by section 954(g).’’ 

(B) 2007 AND AFTER.—Section 904(d)(2), as in 
effect for years after 2006, is amended by re-
designating subparagraphs (J) and (K) as 
subparagraphs (K) and (L) and by inserting 
after subparagraph (I) the following: 

‘‘(J) FOREIGN OIL AND GAS INCOME.—For 
purposes of this section— 

‘‘(i) IN GENERAL.—The term ‘foreign oil and 
gas income’ has the meaning given such 
term by section 954(g). 

‘‘(ii) COORDINATION.—Passive category in-
come and general category income shall not 
include foreign oil and gas income (as so de-
fined).’’ 

(3) CONFORMING AMENDMENTS.— 
(A) Section 904(d)(3)(F)(i) is amended by 

striking ‘‘or (E)’’ and inserting ‘‘(E), or (I)’’. 
(B) Section 907(a) is hereby repealed. 
(C) Section 907(c)(4) is hereby repealed. 
(D) Section 907(f) is hereby repealed. 
(4) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this section shall apply to taxable years 
beginning after the date of the enactment of 
this Act. 

(B) YEARS AFTER 2006.—The amendments 
made by paragraphs (1)(B) and (2)(B) shall 
apply to taxable years beginning after De-
cember 31, 2006. 

(C) TRANSITIONAL RULES.— 
(i) SEPARATE BASKET TREATMENT.—Any 

taxes paid or accrued in a taxable year be-
ginning on or before the date of the enact-
ment of this Act, with respect to income 
which was described in subparagraph (I) of 
section 904(d)(1) of such Code (as in effect on 
the day before the date of the enactment of 
this Act), shall be treated as taxes paid or 
accrued with respect to foreign oil and gas 
income to the extent the taxpayer estab-
lishes to the satisfaction of the Secretary of 
the Treasury that such taxes were paid or ac-
crued with respect to foreign oil and gas in-
come. 

(ii) CARRYOVERS.—Any unused oil and gas 
extraction taxes which under section 907(f) of 
such Code (as so in effect) would have been 
allowable as a carryover to the taxpayer’s 
first taxable year beginning after the date of 
the enactment of this Act (without regard to 
the limitation of paragraph (2) of such sec-
tion 907(f) for first taxable year) shall be al-
lowed as carryovers under section 904(c) of 
such Code in the same manner as if such 
taxes were unused taxes under such section 
904(c) with respect to foreign oil and gas ex-
traction income. 

(iii) LOSSES.—The amendment made by 
paragraph (3)(C) shall not apply to foreign oil 
and gas extraction losses arising in taxable 
years beginning on or before the date of the 
enactment of this Act. 

(b) ELIMINATION OF DEFERRAL FOR FOREIGN 
OIL AND GAS EXTRACTION INCOME.— 

(1) GENERAL RULE.—Paragraph (1) of sec-
tion 954(g) (defining foreign base company oil 
related income) is amended to read as fol-
lows: 

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the term ‘foreign oil 
and gas income’ means any income of a kind 

which would be taken into account in deter-
mining the amount of— 

‘‘(A) foreign oil and gas extraction income 
(as defined in section 907(c)), or 

‘‘(B) foreign oil related income (as defined 
in section 907(c)).’’ 

(2) CONFORMING AMENDMENTS.— 
(A) Subsections (a)(5), (b)(5), and (b)(6) of 

section 954, and section 952(c)(1)(B)(ii)(I), are 
each amended by striking ‘‘base company oil 
related income’’ each place it appears (in-
cluding in the heading of subsection (b)(8)) 
and inserting ‘‘oil and gas income’’. 

(B) Subsection (b)(4) of section 954 is 
amended by striking ‘‘base company oil-re-
lated income’’ and inserting ‘‘oil and gas in-
come’’. 

(C) The subsection heading for subsection 
(g) of section 954 is amended by striking 
‘‘FOREIGN BASE COMPANY OIL RELATED IN-
COME’’ and inserting ‘‘FOREIGN OIL AND GAS 
INCOME’’. 

(D) Subparagraph (A) of section 954(g)(2) is 
amended by striking ‘‘foreign base company 
oil related income’’ and inserting ‘‘foreign 
oil and gas income’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years of foreign corporations beginning 
after the date of the enactment of this Act, 
and to taxable years of United States share-
holders ending with or within such taxable 
years of foreign corporations. 
SEC. ll. MODIFICATION OF CREDIT FOR PRO-

DUCING FUEL FROM A NONCONVEN-
TIONAL SOURCE. 

(a) TAXABLE YEARS ENDING BEFORE 2006.— 
(1) MODIFICATION OF PHASEOUT.— 
(A) IN GENERAL.—Section 29(b)(1)(A) is 

amended by inserting ‘‘the calendar year 
preceding’’ before ‘‘the calendar year’’. 

(B) CONFORMING AMENDMENTS.—Section 
29(b)((2) is amended— 

(i) by striking ‘‘The’’ and inserting ‘‘With 
respect to any calendar year, the’’, and 

(ii) by striking ‘‘for the calendar year in 
which the sale occurs’’ and inserting ‘‘for 
such calendar year’’. 

(2) NO INFLATION ADJUSTMENT FOR THE 
CREDIT AMOUNT IN 2005.—Section 29(b)(2), as 
amended by paragraph (1), is amended by 
adding at the end the following new sen-
tence: ‘‘This paragraph shall not apply with 
respect to the $3 amount in subsection (a) for 
calendar year 2005 and the amount in effect 
under subsection (a) for sales in such cal-
endar year shall be the amount which was in 
effect for sales in calendar year 2004.’’. 

(b) TAXABLE YEARS ENDING AFTER 2005.— 
(1) MODIFICATION OF PHASEOUT.— 
(A) IN GENERAL.—Section 45K(b)(1)(A) is 

amended by inserting ‘‘the calendar year 
preceding’’ before ‘‘the calendar year’’. 

(B) CONFORMING AMENDMENTS.—Section 
45K(b)((2) is amended— 

(i) by striking ‘‘The’’ and inserting ‘‘With 
respect to any calendar year, the’’, and 

(ii) by striking ‘‘for the calendar year in 
which the sale occurs’’ and inserting ‘‘for 
such calendar year’’. 

(2) NO INFLATION ADJUSTMENT FOR THE 
CREDIT AMOUNT IN 2005, 2006, AND 2007.—Section 
45K(b)(2), as amended by paragraph (1), is 
amended by adding at the end the following 
new sentence: ‘‘This paragraph shall not 
apply with respect to the $3 amount in sub-
section (a) for calendar years 2005, 2006, and 
2007 and the amount in effect under sub-
section (a) for sales in each such calendar 
year shall be the amount which was in effect 
for sales in calendar year 2004.’’. 

(3) TREATMENT OF COKE AND COKE GAS.— 
(A) NONAPPLICATION OF PHASEOUT.—Section 

45K(g)(2) is amended by adding at the end the 
following new subparagraph: 

‘‘(D) NONAPPLICATION OF PHASEOUT.—Sub-
section (b)(1) shall not apply.’’. 
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(B) APPLICATION OF INFLATION ADJUST- 

MENT.—Section 45K(g)(2)(B) is amended by 
inserting ‘‘and the last sentence of sub-
section (b)(2) shall not apply.’’. 

(C) CLARIFICATION OF QUALIFYING FACIL-
ITY.—Section 45K(g)(1) is amended by insert-
ing ‘‘(other than from petroleum based prod-
ucts)’’ after ‘‘coke or coke gas’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to fuel sold 
after December 31, 2004. 

SA 2624. Mr. LEAHY (for himself, Mr. 
BENNETT, Mr. DOMENICI, Mr. SCHUMER, 
Mr. KENNEDY, Mr. BINGAMAN, Mr. 
LIEBERMAN, Mr. JOHNSON, Mr. WARNER, 
Mr. SANTORUM, and Mr. COLEMAN) sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

At the end of subtitle A of title III, insert 
the following: 
SEC. ll. CHARITABLE CONTRIBUTIONS OF CER-

TAIN ITEMS CREATED BY THE TAX-
PAYER. 

(a) IN GENERAL.—Subsection (e) of section 
170 (relating to certain contributions of ordi-
nary income and capital gain property), as 
amended by section 316(a), is amended by 
adding at the end the following new para-
graph: 

‘‘(8) SPECIAL RULE FOR CERTAIN CONTRIBU-
TIONS OF LITERARY, MUSICAL, OR ARTISTIC 
COMPOSITIONS.— 

‘‘(A) IN GENERAL.—In the case of a qualified 
artistic charitable contribution— 

‘‘(i) the amount of such contribution shall 
be the fair market value of the property con-
tributed (determined at the time of such con-
tribution), and 

‘‘(ii) no reduction in the amount of such 
contribution shall be made under paragraph 
(1). 

‘‘(B) QUALIFIED ARTISTIC CHARITABLE CON-
TRIBUTION.—For purposes of this paragraph, 
the term ‘qualified artistic charitable con-
tribution’ means a charitable contribution of 
any literary, musical, artistic, or scholarly 
composition, or similar property, or the 
copyright thereon (or both), but only if— 

‘‘(i) such property was created by the per-
sonal efforts of the taxpayer making such 
contribution no less than 18 months prior to 
such contribution, 

‘‘(ii) the taxpayer— 
‘‘(I) has received a qualified appraisal of 

the fair market value of such property in ac-
cordance with the regulations under this sec-
tion, and 

‘‘(II) attaches to the taxpayer’s income tax 
return for the taxable year in which such 
contribution was made a copy of such ap-
praisal, 

‘‘(iii) the donee is an organization de-
scribed in subsection (b)(1)(A), 

‘‘(iv) the use of such property by the donee 
is related to the purpose or function consti-
tuting the basis for the donee’s exemption 
under section 501 (or, in the case of a govern-
mental unit, to any purpose or function de-
scribed under subsection (c)), 

‘‘(v) the taxpayer receives from the donee a 
written statement representing that the 
donee’s use of the property will be in accord-
ance with the provisions of clause (iv), and 

‘‘(vi) the written appraisal referred to in 
clause (ii) includes evidence of the extent (if 
any) to which property created by the per-
sonal efforts of the taxpayer and of the same 
type as the donated property is or has been— 

‘‘(I) owned, maintained, and displayed by 
organizations described in subsection 
(b)(1)(A), and 

‘‘(II) sold to or exchanged by persons other 
than the taxpayer, donee, or any related per-
son (as defined in section 465(b)(3)(C)). 

‘‘(C) MAXIMUM DOLLAR LIMITATION; NO CAR-
RYOVER OF INCREASED DEDUCTION.—The in-
crease in the deduction under this section by 
reason of this paragraph for any taxable 
year— 

‘‘(i) shall not exceed the artistic adjusted 
gross income of the taxpayer for such tax-
able year, and 

‘‘(ii) shall not be taken into account in de-
termining the amount which may be carried 
from such taxable year under subsection (d). 

‘‘(D) ARTISTIC ADJUSTED GROSS INCOME.— 
For purposes of this paragraph, the term ‘ar-
tistic adjusted gross income’ means that por-
tion of the adjusted gross income of the tax-
payer for the taxable year attributable to— 

‘‘(i) income from the sale or use of prop-
erty created by the personal efforts of the 
taxpayer which is of the same type as the do-
nated property, and 

‘‘(ii) income from teaching, lecturing, per-
forming, or similar activity with respect to 
property described in clause (i). 

‘‘(E) PARAGRAPH NOT TO APPLY TO CERTAIN 
CONTRIBUTIONS.—Subparagraph (A) shall not 
apply to any charitable contribution of any 
letter, memorandum, or similar property 
which was written, prepared, or produced by 
or for an individual while the individual is 
an officer or employee of any person (includ-
ing any government agency or instrumen-
tality) unless such letter, memorandum, or 
similar property is entirely personal. 

‘‘(F) COPYRIGHT TREATED AS SEPARATE 
PROPERTY FOR PARTIAL INTEREST RULE.—In 
the case of a qualified artistic charitable 
contribution, the tangible literary, musical, 
artistic, or scholarly composition, or similar 
property and the copyright on such work 
shall be treated as separate properties for 
purposes of this paragraph and subsection 
(f)(3).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to contribu-
tions made after the date of the enactment 
of this Act in taxable years ending after such 
date. 

SA 2625. Mr. NELSON of Nebraska 
(for himself, Mr. DEWINE, and Ms. COL-
LINS) proposed an amendment to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; as follows: 

At the end of title IV, insert the following: 
SEC. ll. DISABILITY PREFERENCE PROGRAM 

FOR TAX COLLECTION CONTRACTS. 
(a) IN GENERAL.—The Secretary of the 

Treasury shall not enter into any qualified 
tax collection contract after April 1, 2006, 
until the Secretary implements a disability 
preference program that meets the require-
ments of subsection (b). 

(b) DISABILITY PREFERENCE PROGRAM RE-
QUIREMENTS.— 

(1) IN GENERAL.—A disability preference 
program meets the requirements of this sub-
section if such program requires that not 
less than 10 percent of the accounts of each 
dollar value category are awarded to persons 
described in paragraph (2). 

(2) PERSON DESCRIBED.—For purposes of 
paragraph (1), a person is described in this 
paragraph if— 

(A) as of the date any qualified tax collec-
tion contract is awarded— 

(i) such person employs not less than 50 se-
verely disabled individuals within the United 
States; or 

(ii) not less than 30 percent of the employ-
ees of such person within the United States 
are severely disabled individuals; 

(B) such person agrees as a condition of the 
qualified tax collection contract that not 
more than 90 days after the date such con-
tract is awarded, not less than 35 percent of 
the employees of such person employed in 
connection with providing services under 
such contract shall— 

(i) be hired after the date such contract is 
awarded; and 

(ii) be severely disabled individuals; and 
(C) such person is otherwise qualified to 

perform the services required. 
(c) DEFINITIONS.—For purposes of this sec-

tion— 
(1) QUALIFIED TAX COLLECTION CONTRACT.— 

The term ‘‘qualified tax collection contract’’ 
shall have the meaning given such term 
under section 6306(b) of the Internal Revenue 
Code of 1986. 

(2) DOLLAR VALUE CATEGORY.—The term 
‘‘dollar value category’’ means the dollar 
ranges of accounts for collection as deter-
mined and assigned by the Secretary under 
section 6306(b)(1)(B) of the Internal Revenue 
Code of 1986 with respect to a qualified tax 
collection contract. 

(3) SEVERELY DISABLED INDIVIDUAL.—The 
term ‘‘severely disabled individual’’ means— 

(A) a veteran of the United States armed 
forces with a disability of 50 percent or 
greater— 

(i) determined by the Secretary of Vet-
erans Affairs to be service-connected; or 

(ii) deemed by law to be service-connected; 
or 

(B) any individual who is a disabled bene-
ficiary (as defined in section 1148(k)(2) of the 
Social Security Act (42 U.S.C. 1320b–19(k)(2))) 
or who would be considered to be such a dis-
abled beneficiary but for having income or 
resources in excess of the income or re-
sources eligibility limits established under 
title XVI of the Social Security Act (42 
U.S.C. 1381 et seq.), respectively. 

SA 2626. Mr. REED (for himself, Mr. 
KENNEDY, Mr. SCHUMER, Mr. KOHL, Mr. 
ROCKEFELLER, Mr. KERRY, Mr. CARPER, 
Mr. LEAHY, Mr. DAYTON, Mr. 
LIEBERMAN, and Ms. STABENOW) pro-
posed an amendment to the bill S. 2020, 
to provide for reconciliation pursuant 
to section 202(b) of the concurrent reso-
lution on the budget for fiscal year 
2006; as follows: 

At the end of title IV add the following: 
SEC. 410. TEMPORARY WINDFALL PROFITS TAX. 

(a) IN GENERAL.—Subtitle E of the Internal 
Revenue Code of 1986 (relating to alcohol, to-
bacco, and certain other excise taxes) is 
amended by adding at the end thereof the 
following new chapter: 

‘‘CHAPTER 56—TEMPORARY WINDFALL 
PROFITS ON CRUDE OIL 

‘‘Sec. 5896. Imposition of tax. 
‘‘Sec. 5897. Windfall profit; etc. 
‘‘Sec. 5898. Special rules and definitions. 
‘‘SEC. 5896. IMPOSITION OF TAX. 

‘‘(a) IN GENERAL.—In addition to any other 
tax imposed under this title, there is hereby 
imposed on any applicable taxpayer an ex-
cise tax in an amount equal to the applicable 
percentage of the windfall profit of such tax-
payer for any taxable year beginning in 2005. 

‘‘(b) APPLICABLE TAXPAYER.—For purposes 
of this chapter, the term ‘applicable tax-
payer’ means, with respect to operations in 
the United States— 

‘‘(1) any integrated oil company (as defined 
in section 291(b)(4)) which has an average 
daily worldwide production of crude oil of at 
least 500,000 barrels for the taxable year. 

‘‘(c) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (a), the applicable per-
centage shall be determined by the Sec-
retary such that the resulting increase in 
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revenues in the Treasury equals 
$2,920,000,000. 
‘‘SEC. 5897. WINDFALL PROFIT; ETC. 

‘‘(a) GENERAL RULE.—For purposes of this 
chapter, the term ‘windfall profit’ means the 
excess of the adjusted taxable income of the 
applicable taxpayer for the taxable year over 
the reasonably inflated average profit for 
such taxable year. 

‘‘(b) ADJUSTED TAXABLE INCOME.—For pur-
poses of this chapter, with respect to any ap-
plicable taxpayer, the adjusted taxable in-
come for any taxable year is equal to the 
taxable income for such taxable year (within 
the meaning of section 63 and determined 
without regard to this subsection)— 

‘‘(1) increased by any interest expense de-
duction, charitable contribution deduction, 
and any net operating loss deduction carried 
forward from any prior taxable year, and 

‘‘(2) reduced by any interest income, divi-
dend income, and net operating losses to the 
extent such losses exceed taxable income for 
the taxable year. 
In the case of any applicable taxpayer which 
is a foreign corporation, the adjusted taxable 
income shall be determined with respect to 
such income which is effectively connected 
with the conduct of a trade or business in the 
United States. 

‘‘(c) REASONABLY INFLATED AVERAGE PROF-
IT.—For purposes of this chapter, with re-
spect to any applicable taxpayer, the reason-
ably inflated average profit for any taxable 
year is an amount equal to the average of 
the adjusted taxable income of such taxpayer 
for taxable years beginning during the 2000- 
2004 taxable year period (determined without 
regard to the taxable year with the highest 
adjusted taxable income in such period) plus 
10 percent of such average. 
‘‘SEC. 5898. SPECIAL RULES AND DEFINITIONS . 

‘‘(a) WITHHOLDING AND DEPOSIT OF TAX.— 
The Secretary shall provide such rules as are 
necessary for the withholding and deposit of 
the tax imposed under section 5896. 

‘‘(b) RECORDS AND INFORMATION.—Each tax-
payer liable for tax under section 5896 shall 
keep such records, make such returns, and 
furnish such information as the Secretary 
may by regulations prescribe. 

‘‘(c) RETURN OF WINDFALL PROFIT TAX.— 
The Secretary shall provide for the filing and 
the time of such filing of the return of the 
tax imposed under section 5896. 

‘‘(d) CRUDE OIL.—The term ‘crude oil’ in-
cludes crude oil condensates and natural gas-
oline. 

‘‘(e) BUSINESSES UNDER COMMON CONTROL.— 
For purposes of this chapter, all members of 
the same controlled group of corporations 
(within the meaning of section 267(f)) and all 
persons under common control (within the 
meaning of section 52(b) but determined by 
treating an interest of more than 50 percent 
as a controlling interest) shall be treated as 
1 person. 

‘‘(f) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this chapter.’’. 

(b) CLERICAL AMENDMENT.—The table of 
chapters for subtitle E of the Internal Rev-
enue Code of 1986 is amended by adding at 
the end the following new item: 
‘‘CHAPTER 56. Temporary Windfall Profits on 

Crude Oil.’’. 
(c) DEDUCTIBILITY OF WINDFALL PROFIT 

TAX.—The first sentence of section 164(a) of 
the Internal Revenue Code of 1986 (relating 
to deduction for taxes) is amended by insert-
ing after paragraph (5) the following new 
paragraph: 

‘‘(6) The windfall profit tax imposed by sec-
tion 5896.’’. 

(d) LOW INCOME HOME ENERGY ASSISTANCE 
TRUST FUND.— 

(1) IN GENERAL.—Subchapter A of chapter 
98 of the Internal Revenue Code of 1986 (re-
lating to trust fund code) is amended by add-
ing at the end the following new section: 
‘‘SEC. 9511. LOW-INCOME HOME ENERGY ASSIST-

ANCE TRUST FUND. 
‘‘(a) CREATION OF TRUST FUND.—There is 

established in the Treasury of the United 
States a trust fund to be known as the ‘Low- 
Income Home Energy Assistance Trust 
Fund’, consisting of any amount 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 Low-Income 
Home Energy Assistance Trust Fund 
amounts equivalent to the increased reve-
nues received in the Treasury as the result of 
the amendment made by section 410(a) of the 
Tax Relief Act of 2005. 

‘‘(c) EXPENDITURES FROM TRUST FUND.— 
Amounts in the Low Income Home Energy 
Assistance Trust Fund not to exceed 
$2,920,000,000 shall be available for fiscal year 
2006, as provided by appropriation Acts, to 
carry out the program under the Low-In-
come Home Energy Assistance Act of 1981 
through the distribution of funds to all the 
States in accordance with section 2604 of 
that Act (42 U.S.C. 8623) (other than sub-
section (e) of such section), but only if not 
less than $1,880,000,000 has been appropriated 
for such program for such fiscal year.’’. 

(2) CLERICAL AMENDMENT.—The table of 
sections for such subchapter is amended by 
adding at the end the following new item: 
‘‘Sec. 9511. Low-Income Home Energy As-

sistance Trust Fund.’’. 
(e) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to taxable years begin-
ning in 2005. 

(2) SUBSECTION (d).—The amendments made 
by subsection (d) shall take effect on the 
date of the enactment of this Act. 

SA 2627. Mr. GRAHAM submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
SEC. ll. CLARIFICATION OF WORKING CAPITAL 

FOR REASONABLY ANTICIPATED 
NEEDS OF A BUSINESS FOR PUR-
POSES OF ACCUMULATED EARNINGS 
TAX. 

(a) IN GENERAL.—Section 537(b) (relating to 
special rules) is amended by adding at the 
end the following new paragraph: 

‘‘(6) WORKING CAPITAL.—The reasonably an-
ticipated needs of a business for any taxable 
year shall include working capital for the 
business in an amount which is not less than 
the sum of the costs of goods, operating ex-
penses, taxes, and interest expense which the 
business incurred during the preceding tax-
able year. Any amounts incurred as part of a 
plan a principal purposes of which is to in-
crease the limitation under this subsection 
shall not be taken into account.’’ 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 3005, and 
before January 1, 2011. 

SA 2628. Mr. LEVIN (for himself, Mr. 
COLEMAN, and Mr. OBAMA) submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 

the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of subtitle A of title V, add the 
following: 
SEC. 504. PENALTY FOR PROMOTING ABUSIVE 

TAX SHELTERS. 
(a) PENALTY FOR PROMOTING ABUSIVE TAX 

SHELTERS.—Section 6700 (relating to pro-
moting abusive tax shelters, etc.) is amend-
ed— 

(1) by redesignating subsections (b) and (c) 
as subsections (d) and (e), respectively, 

(2) by striking ‘‘a penalty’’ and all that fol-
lows through the period in the first sentence 
of subsection (a) and inserting ‘‘a penalty de-
termined under subsection (b)’’, and 

(3) by inserting after subsection (a) the fol-
lowing new subsections: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
not exceed the greater of— 

‘‘(A) 150 percent of the gross income de-
rived (or to be derived) from such activity by 
the person or persons subject to such pen-
alty, and 

‘‘(B) if readily subject to calculation, the 
total amount of underpayment by the tax-
payer (including penalties, interest, and 
taxes) in connection with such activity. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of an activity described in subsection 
(a), each instance in which income was de-
rived by the person or persons subject to 
such penalty, and each person who partici-
pated in such an activity. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to such activity, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection. 

‘‘(c) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(b) CONFORMING AMENDMENT.—Section 
6700(a) is amended by striking the last sen-
tence. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to activities 
after the date of the enactment of this Act. 
SEC. 505. PENALTY FOR AIDING AND ABETTING 

THE UNDERSTATEMENT OF TAX LI-
ABILITY. 

(a) IN GENERAL.—Section 6701(a) (relating 
to imposition of penalty) is amended— 

(1) by striking ‘‘preparation or presen-
tation of’’ and inserting ‘‘tax liability re-
flected in’’ in paragraph (1), 

(2) by inserting ‘‘aid, assistance, procure-
ment, or advice with respect to such’’ before 
‘‘portion’’ both places it appears in para-
graphs (2) and (3), and 

(3) by inserting ‘‘instance of aid, assist-
ance, procurement, or advice or each such’’ 
before ‘‘document’’ in the matter following 
paragraph (3). 

(b) AMOUNT OF PENALTY.—Subsection (b) of 
section 6701 (relating to penalties for aiding 
and abetting understatement of tax liability) 
is amended to read as follows: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
not exceed the greater of— 

‘‘(A) 150 percent of the gross income de-
rived (or to be derived) from such aid, assist-
ance, procurement, or advice provided by the 
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person or persons subject to such penalty, 
and 

‘‘(B) if readily subject to calculation, the 
total amount of underpayment by the tax-
payer (including penalties, interest, and 
taxes) in connection with the understate-
ment of the liability for tax. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of aid, assistance, procurement, or ad-
vice described in subsection (a), each in-
stance in which income was derived by the 
person or persons subject to such penalty, 
and each person who made such an under-
statement of the liability for tax. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to providing such aid, assistance, 
procurement, or advice, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection.’’. 

(c) PENALTY NOT DEDUCTIBLE.—Section 6701 
is amended by adding at the end the fol-
lowing new subsection: 

‘‘(g) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to activities 
after the date of the enactment of this Act. 
SEC. 506. PREVENTING TAX SHELTER ACTIVITIES 

BY FINANCIAL INSTITUTIONS. 
(a) EXAMINATIONS.— 
(1) DEVELOPMENT OF EXAMINATION TECH-

NIQUES.—Each of the Federal banking agen-
cies and the Commission shall, in consulta-
tion with the Internal Revenue Service, de-
velop examination techniques to detect po-
tential violations of section 6700 or 6701 of 
the Internal Revenue Code of 1986, by deposi-
tory institutions, brokers, dealers, and in-
vestment advisers, as appropriate. 

(2) FREQUENCY.—Not less frequently than 
once in each 2-year period, each of the Fed-
eral banking agencies and the Commission 
shall implement the examination techniques 
developed under paragraph (1) with respect 
to each of the depository institutions, bro-
kers, dealers, or investment advisers subject 
to their enforcement authority. Such exam-
ination shall, to the extent possible, be com-
bined with any examination by such agency 
otherwise required or authorized by Federal 
law. 

(b) REPORT TO INTERNAL REVENUE SERV-
ICE.—In any case in which an examination 
conducted under this section with respect to 
a financial institution or other entity re-
veals a potential violation, such agency shall 
promptly notify the Internal Revenue Serv-
ice of such potential violation for investiga-
tion and enforcement by the Internal Rev-
enue Service in accordance with applicable 
provisions of law. 

(c) REPORT TO CONGRESS.—The Federal 
banking agencies and the Commission shall 
submit a joint written report to Congress in 
2007 and 2010 on their progress in preventing 
violations of sections 6700 and 6701 of the In-
ternal Revenue Code of 1986, by depository 
institutions, brokers, dealers, and invest-
ment advisers, as appropriate. 

(d) DEFINITIONS.—For purposes of this sec-
tion— 

(1) the terms ‘‘broker’’, ‘‘dealer’’, and ‘‘in-
vestment adviser’’ have the same meanings 
as in section 3 of the Securities Exchange 
Act of 1934 (15 U.S.C. 78c); 

(2) the term ‘‘Commission’’ means the Se-
curities and Exchange Commission; 

(3) the term ‘‘depository institution’’ has 
the same meaning as in section 3(c) of the 

Federal Deposit Insurance Act (12 U.S.C. 
1813(c)); 

(4) the term ‘‘Federal banking agencies’’ 
has the same meaning as in section 3(q) of 
the Federal Deposit Insurance Act (12 U.S.C. 
1813(q)); and 

(5) the term ‘‘Secretary’’ means the Sec-
retary of the Treasury. 
SEC. 507. INFORMATION SHARING FOR ENFORCE-

MENT PURPOSES. 
(a) PROMOTION OF PROHIBITED TAX SHEL-

TERS OR TAX AVOIDANCE SCHEMES.—Section 
6103(h) (relating to disclosure to certain Fed-
eral officers and employees for purposes of 
tax administration, etc.) is amended by add-
ing at the end the following new paragraph: 

‘‘(7) DISCLOSURE OF RETURNS AND RETURN 
INFORMATION RELATED TO PROMOTION OF PRO-
HIBITED TAX SHELTERS OR TAX AVOIDANCE 
SCHEMES.— 

‘‘(A) WRITTEN REQUEST.—Upon receipt by 
the Secretary of a written request which 
meets the requirements of subparagraph (B) 
from the head of the United States Securi-
ties and Exchange Commission, an appro-
priate Federal banking agency as defined 
under section 1813(q) of title 12, United 
States Code, or the Public Company Ac-
counting Oversight Board, a return or return 
information shall be disclosed to such re-
questor’s officers and employees who are per-
sonally and directly engaged in an investiga-
tion, examination, or proceeding by such re-
questor to evaluate, determine, penalize, or 
deter conduct by a financial institution, 
issuer, or public accounting firm, or associ-
ated person, in connection with a potential 
or actual violation of section 6700 (promotion 
of abusive tax shelters), 6701 (aiding and 
abetting understatement of tax liability), or 
activities related to promoting or facili-
tating inappropriate tax avoidance or tax 
evasion. Such disclosure shall be solely for 
use by such officers and employees in such 
investigation, examination, or proceeding. 

‘‘(B) REQUIREMENTS.—A request meets the 
requirements of this subparagraph if it sets 
forth— 

‘‘(i) the nature of the investigation, exam-
ination, or proceeding, 

‘‘(ii) the statutory authority under which 
such investigation, examination, or pro-
ceeding is being conducted, 

‘‘(iii) the name or names of the financial 
institution, issuer, or public accounting firm 
to which such return information relates, 

‘‘(iv) the taxable period or periods to which 
such return information relates, and 

‘‘(v) the specific reason or reasons why 
such disclosure is, or may be, relevant to 
such investigation, examination or pro-
ceeding. 

‘‘(C) FINANCIAL INSTITUTION.—For the pur-
poses of this paragraph, the term ‘financial 
institution’ means a depository institution, 
foreign bank, insured institution, industrial 
loan company, broker, dealer, investment 
company, investment advisor, or other enti-
ty subject to regulation or oversight by the 
United States Securities and Exchange Com-
mission or an appropriate Federal banking 
agency.’’. 

(b) FINANCIAL AND ACCOUNTING FRAUD IN-
VESTIGATIONS.—Section 6103(i) (relating to 
disclosure to Federal officers or employees 
for administration of Federal laws not relat-
ing to tax administration) is amended by 
adding at the end the following new para-
graph: 

‘‘(9) DISCLOSURE OF RETURNS AND RETURN 
INFORMATION FOR USE IN FINANCIAL AND AC-
COUNTING FRAUD INVESTIGATIONS.— 

‘‘(A) WRITTEN REQUEST.—Upon receipt by 
the Secretary of a written request which 
meets the requirements of subparagraph (B) 
from the head of the United States Securi-
ties and Exchange Commission or the Public 
Company Accounting Oversight Board, a re-

turn or return information shall be disclosed 
to such requestor’s officers and employees 
who are personally and directly engaged in 
an investigation, examination, or proceeding 
by such requester to evaluate the accuracy 
of a financial statement or report or to de-
termine whether to require a restatement, 
penalize, or deter conduct by an issuer, in-
vestment company, or public accounting 
firm, or associated person, in connection 
with a potential or actual violation of audit-
ing standards or prohibitions against false or 
misleading statements or omissions in finan-
cial statements or reports. Such disclosure 
shall be solely for use by such officers and 
employees in such investigation, examina-
tion, or proceeding. 

‘‘(B) REQUIREMENTS.—A request meets the 
requirements of this subparagraph if it sets 
forth— 

‘‘(i) the nature of the investigation, exam-
ination, or proceeding, 

‘‘(ii) the statutory authority under which 
such investigation, examination, or pro-
ceeding is being conducted, 

‘‘(iii) the name or names of the issuer, in-
vestment company, or public accounting 
firm to which such return information re-
lates, 

‘‘(iv) the taxable period or periods to which 
such return information relates, and 

‘‘(v) the specific reason or reasons why 
such disclosure is, or may be, relevant to 
such investigation, examination or pro-
ceeding.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to disclo-
sures and to information and document re-
quests made after the date of the enactment 
of this Act. 
SEC. 508. DISCLOSING PAYMENTS TO PERSONS IN 

UNCOOPERATIVE TAX HAVENS. 
(a) IN GENERAL.—Subpart A of part III of 

subchapter A of chapter 61 is amended by in-
serting after section 6038C the following new 
section: 
‘‘SEC. 6038D. DETERRING UNCOOPERATIVE TAX 

HAVENS THROUGH LISTING AND RE-
PORTING REQUIREMENTS. 

‘‘(a) IN GENERAL.—Each United States per-
son who transfers money or other property 
directly or indirectly to any uncooperative 
tax haven, to any financial institution li-
censed by or operating in any uncooperative 
tax haven, or to any person who is a resident 
of any uncooperative tax haven shall furnish 
to the Secretary, at such time and in such 
manner as the Secretary shall by regulation 
prescribe, such information with respect to 
such transfer as the Secretary may require. 

‘‘(b) EXCEPTIONS.—Subsection (a) shall not 
apply to a transfer by a United States person 
if the amount of money (and the fair market 
value of property) transferred is less than 
$10,000. Related transfers shall be treated as 
1 transfer for purposes of this subsection. 

‘‘(c) UNCOOPERATIVE TAX HAVEN.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘uncooperative 
tax haven’ means any foreign jurisdiction 
which is identified on a list maintained by 
the Secretary under paragraph (2) as being a 
jurisdiction— 

‘‘(A) which imposes no or nominal taxation 
either generally or on specified classes of in-
come, and 

‘‘(B) has corporate, business, bank, or tax 
secrecy or confidentiality rules and prac-
tices, or has ineffective information ex-
change practices which, in the judgment of 
the Secretary, effectively limit or restrict 
the ability of the United States to obtain in-
formation relevant to the enforcement of 
this title. 

‘‘(2) MAINTENANCE OF LIST.—Not later than 
November 1 of each calendar year, the Sec-
retary shall issue a list of foreign jurisdic-
tions which the Secretary determines qualify 
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as uncooperative tax havens under paragraph 
(1). 

‘‘(3) INEFFECTIVE INFORMATION EXCHANGE 
PRACTICES.—For purposes of paragraph (1), a 
jurisdiction shall be deemed to have ineffec-
tive information exchange practices if the 
Secretary determines that during any tax-
able year ending in the 12-month period pre-
ceding the issuance of the list under para-
graph (2)— 

‘‘(A) the exchange of information between 
the United States and such jurisdiction was 
inadequate to prevent evasion or avoidance 
of United States income tax by United 
States persons or to enable the United 
States effectively to enforce this title, or 

‘‘(B) such jurisdiction was identified by an 
intergovernmental group or organization of 
which the United States is a member as un-
cooperative with international tax enforce-
ment or information exchange and the 
United States concurs in the determination. 

‘‘(d) PENALTY FOR FAILURE TO FILE INFOR-
MATION.—If a United States person fails to 
furnish the information required by sub-
section (a) with respect to any transfer with-
in the time prescribed therefor (including ex-
tensions), such United States person shall 
pay (upon notice and demand by the Sec-
retary and in the same manner as tax) an 
amount equal to 20 percent of the amount of 
such transfer. 

‘‘(e) SIMPLIFIED REPORTING.—The Sec-
retary may by regulations provide for sim-
plified reporting under this section for 
United States persons making large volumes 
of similar payments. 

‘‘(f) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for such subpart A is amended by in-
serting after the item relating to section 
6038C the following new item: 

‘‘Sec. 6038D. Deterring uncooperative tax 
havens through listing and re-
porting requirements.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to transfers 
after the date which is 180 days after the 
date of the enactment of this Act. 
SEC. 509. DETERRING UNCOOPERATIVE TAX HA-

VENS BY RESTRICTING ALLOWABLE 
TAX BENEFITS. 

(a) LIMITATION ON DEFERRAL.— 
(1) IN GENERAL.—Subsection (a) of section 

952 (defining subpart F income) is amended 
by striking ‘‘and’’ at the end of paragraph 
(4), by striking the period at the end of para-
graph (5) and inserting ‘‘, and’’, and by in-
serting after paragraph (5) the following new 
paragraph: 

‘‘(6) an amount equal to the applicable 
fraction (as defined in subsection (e)) of the 
income of such corporation other than in-
come which— 

‘‘(A) is attributable to earnings and profits 
of the foreign corporation included in the 
gross income of a United States person under 
section 951 (other than by reason of this 
paragraph or paragraph (3)(A)(i)), or 

‘‘(B) is described in subsection (b).’’. 
(2) APPLICABLE FRACTION.—Section 952 is 

amended by adding at the end the following 
new subsection: 

‘‘(e) IDENTIFIED TAX HAVEN INCOME WHICH 
IS SUBPART F INCOME.— 

‘‘(1) IN GENERAL.—For purposes of sub-
section (a)(6), the term ‘applicable fraction’ 
means the fraction— 

‘‘(A) the numerator of which is the aggre-
gate identified tax haven income for the tax-
able year, and 

‘‘(B) the denominator of which is the ag-
gregate income for the taxable year which is 
from sources outside the United States. 

‘‘(2) IDENTIFIED TAX HAVEN INCOME.—For 
purposes of paragraph (1), the term ‘identi-
fied tax haven income’ means income for the 
taxable year which is attributable to a for-
eign jurisdiction for any period during which 
such jurisdiction has been identified as an 
uncooperative tax haven under section 
6038D(c). 

‘‘(3) REGULATIONS.—The Secretary shall 
prescribe regulations similar to the regula-
tions issued under section 999(c) to carry out 
the purposes of this subsection.’’. 

(b) DENIAL OF FOREIGN TAX CREDIT.—Sec-
tion 901 (relating to taxes of foreign coun-
tries and of possessions of United States) is 
amended by redesignating subsection (m) as 
subsection (n) and by inserting after sub-
section (l) the following new subsection: 

‘‘(m) REDUCTION OF FOREIGN TAX CREDIT, 
ETC., FOR IDENTIFIED TAX HAVEN INCOME.— 

‘‘(1) IN GENERAL.—Notwithstanding any 
other provision of this part— 

‘‘(A) no credit shall be allowed under sub-
section (a) for any income, war profits, or ex-
cess profits taxes paid or accrued (or deemed 
paid under section 902 or 960) to any foreign 
jurisdiction if such taxes are with respect to 
income attributable to a period during which 
such jurisdiction has been identified as an 
uncooperative tax haven under section 
6038D(c), and 

‘‘(B) subsections (a), (b), (c), and (d) of sec-
tion 904 and sections 902 and 960 shall be ap-
plied separately with respect to all income of 
a taxpayer attributable to periods described 
in subparagraph (A) with respect to all such 
jurisdictions. 

‘‘(2) TAXES ALLOWED AS A DEDUCTION, ETC.— 
Sections 275 and 78 shall not apply to any tax 
which is not allowable as a credit under sub-
section (a) by reason of this subsection. 

‘‘(3) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection, including regula-
tions which treat income paid through 1 or 
more entities as derived from a foreign juris-
diction to which this subsection applies if 
such income was, without regard to such en-
tities, derived from such jurisdiction.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 

SA 2629. Mr. DAYTON (for himself 
and Mr. SALAZAR) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; as follows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. ll. REFUNDABLE TAX CREDIT FOR EN-

ERGY COST ASSISTANCE OF FARM-
ERS AND RANCHERS. 

(a) IN GENERAL.—Subpart C of part IV of 
subchapter A of chapter 1 (relating to re-
fundable credits) is amended by redesig-
nating section 36 as section 37 and by insert-
ing after section 35 the following new sec-
tion: 
‘‘SEC. 36. CREDIT FOR ENERGY COST ASSISTANCE 

FOR FARMERS AND RANCHERS. 
‘‘(a) GENERAL RULE.—In the case of an eli-

gible taxpayer, there shall be allowed as a 
credit against the tax imposed by this sub-
title for the taxable year an amount equal to 
the lesser of— 

‘‘(1) 30 percent of the amount paid or in-
curred for qualified energy costs, or 

‘‘(2) $3,000. 
‘‘(b) ELIGIBLE TAXPAYER.—For purposes of 

this section, the term ‘eligible taxpayer’ 
means any individual engaged in a farming 
business (as defined in section 263A(e)(4)). 

‘‘(c) RESIDENTIAL ENERGY COSTS.—For pur-
poses of this section, the term ‘qualified en-
ergy costs’ means the cost of any fuel, en-
ergy utility, natural gas, fertilizer, and heat-
ing oil used in the farming business of the 
taxpayer during the taxable year. 

‘‘(d) TERMINATION.—This section shall not 
apply to qualified energy costs paid or in-
curred after December 31, 2005.’’. 

(b) NO DOUBLE BENEFIT.—Section 280C is 
amended by adding at the end the following 
new subsection: 

‘‘(e) ENERGY ASSISTANCE FOR FARMERS AND 
RANCHERS.—No deduction shall be allowed 
for that portion of the expenses otherwise al-
lowable as a deduction for the taxable year 
which is equal to the amount of the credit 
determined under section 36(a).’’. 

(c) REFUNDABILITY.—Section 1324(b)(2) of 
title 31, United States Code, is amended by 
striking ‘‘or’’ before ‘‘enacted’’ and by in-
serting before the period at the end ‘‘, or 
from section 36 of such Code’’. 

(d) CLERICAL AMENDMENTS.—The table of 
sections for subpart C of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 35 and by 
adding at the end the following new items: 

‘‘Sec. 36. Credit for energy cost assist-
ance for farmers and ranchers. 

‘‘Sec. 37. Overpayments of tax.’’. 
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2004. 
SEC. lll. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
DUAL CAPACITY TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States) is amended 
by redesignating subsection (m) as sub-
section (n) and by inserting after subsection 
(l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
to a foreign country or possession of the 
United States for any period shall not be 
considered a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 
possession were applicable to such dual ca-
pacity taxpayer. 

Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 
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‘‘(B) EXCEPTIONS.—Such term shall not in-

clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 

SA 2630. Mr. SCHUMER (for himself 
and Mr. WYDEN) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; which was 
ordered to lie on the table; as follows: 

At the end of title V, add the following: 
SEC. ll. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
DUAL CAPACITY TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States) is amended 
by redesignating subsection (m) as sub-
section (n) and by inserting after subsection 
(l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
to a foreign country or possession of the 
United States for any period shall not be 
considered a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 
possession were applicable to such dual ca-
pacity taxpayer. 

Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 
SEC. ll. RULES RELATING TO FOREIGN OIL AND 

GAS INCOME. 
(a) SEPARATE BASKET FOR FOREIGN TAX 

CREDIT.— 
(1) YEARS BEFORE 2007.—Paragraph (1) of 

section 904(d) (relating to separate applica-
tion of section with respect to certain cat-
egories of income), as in effect for years be-
ginning before 2007, is amended by striking 
‘‘and’’ at the end of subparagraph (H), by re-
designating subparagraph (I) as subpara-
graph (J), and by inserting after subpara-
graph (H) the following new subparagraph: 

‘‘(I) foreign oil and gas income, and’’. 
(2) 2007 AND AFTER.—Paragraph (1) of sec-

tion 904(d), as in effect for years beginning 
after 2006, is amended by striking ‘‘and’’ at 
the end of subparagraph (A), by striking the 
period at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following: 

‘‘(C) foreign oil and gas income.’’ 
(b) DEFINITION.— 
(1) YEARS BEFORE 2007.—Paragraph (2) of 

section 904(d), as in effect for years begin-
ning before 2007, is amended by redesignating 
subparagraphs (H) and (I) as subparagraphs 
(I) and (J), respectively, and by inserting 
after subparagraph (G) the following new 
subparagraph: 

‘‘(H) FOREIGN OIL AND GAS INCOME.—The 
term ‘foreign oil and gas income’ has the 
meaning given such term by section 954(g).’’ 

(2) 2007 AND AFTER.—Section 904(d)(2), as in 
effect for years after 2006, is amended by re-
designating subparagraphs (J) and (K) as 
subparagraphs (K) and (L) and by inserting 
after subparagraph (I) the following: 

‘‘(J) FOREIGN OIL AND GAS INCOME.—For 
purposes of this section— 

‘‘(i) IN GENERAL.—The term ‘foreign oil and 
gas income’ has the meaning given such 
term by section 954(g). 

‘‘(ii) COORDINATION.—Passive category in-
come and general category income shall not 
include foreign oil and gas income (as so de-
fined).’’ 

(c) CONFORMING AMENDMENTS.— 
(1) Section 904(d)(3)(F)(i) is amended by 

striking ‘‘or (E)’’ and inserting ‘‘(E), or (I)’’. 
(2) Section 907(a) is hereby repealed. 
(3) Section 907(c)(4) is hereby repealed. 
(4) Section 907(f) is hereby repealed. 
(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years be-
ginning after the date of the enactment of 
this Act. 

(2) YEARS AFTER 2006.—The amendments 
made by paragraphs (1)(B) and (2)(B) shall 
apply to taxable years beginning after De-
cember 31, 2006. 

(3) TRANSITIONAL RULES.— 
(A) SEPARATE BASKET TREATMENT.—Any 

taxes paid or accrued in a taxable year be-
ginning on or before the date of the enact-
ment of this Act, with respect to income 
which was described in subparagraph (I) of 
section 904(d)(1) of such Code (as in effect on 
the day before the date of the enactment of 
this Act), shall be treated as taxes paid or 
accrued with respect to foreign oil and gas 
income to the extent the taxpayer estab-
lishes to the satisfaction of the Secretary of 
the Treasury that such taxes were paid or ac-

crued with respect to foreign oil and gas in-
come. 

(B) CARRYOVERS.—Any unused oil and gas 
extraction taxes which under section 907(f) of 
such Code (as so in effect) would have been 
allowable as a carryover to the taxpayer’s 
first taxable year beginning after the date of 
the enactment of this Act (without regard to 
the limitation of paragraph (2) of such sec-
tion 907(f) for first taxable year) shall be al-
lowed as carryovers under section 904(c) of 
such Code in the same manner as if such 
taxes were unused taxes under such section 
904(c) with respect to foreign oil and gas ex-
traction income. 

(C) LOSSES.—The amendment made by sub-
section (c)(3) shall not apply to foreign oil 
and gas extraction losses arising in taxable 
years beginning on or before the date of the 
enactment of this Act. 

SA 2631. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
Subtitle B—Hope at Home 

SEC. 411. READY RESERVE-NATIONAL GUARD EM-
PLOYEE CREDIT ADDED TO GEN-
ERAL BUSINESS CREDIT. 

(a) READY RESERVE-NATIONAL GUARD CRED-
IT.—Subpart D of part IV of subchapter A of 
chapter 1 (relating to business-related cred-
its) is amended by adding at the end the fol-
lowing: 
‘‘SEC. 45N. READY RESERVE-NATIONAL GUARD 

EMPLOYEE CREDIT. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, the Ready Reserve-National Guard 
employee credit determined under this sec-
tion for any taxable year is an amount equal 
to 50 percent of the actual compensation 
amount for such taxable year. 

‘‘(b) DEFINITION OF ACTUAL COMPENSATION 
AMOUNT.—For purposes of this section, the 
term ‘actual compensation amount’ means 
the amount of compensation paid or incurred 
by an employer with respect to a Ready Re-
serve-National Guard employee on any day 
during a taxable year when the employee 
was absent from employment for the purpose 
of performing qualified active duty. 

‘‘(c) LIMITATION.—No credit shall be al-
lowed with respect to a Ready Reserve-Na-
tional Guard employee who performs quali-
fied active duty on any day on which the em-
ployee was not scheduled to work (for reason 
other than to participate in qualified active 
duty). 

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

‘‘(1) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ means— 

‘‘(A) active duty, other than the training 
duty specified in section 10147 of title 10, 
United States Code (relating to training re-
quirements for the Ready Reserve), or sec-
tion 502(a) of title 32, United States Code (re-
lating to required drills and field exercises 
for the National Guard), in connection with 
which an employee is entitled to reemploy-
ment rights and other benefits or to a leave 
of absence from employment under chapter 
43 of title 38, United States Code, and 

‘‘(B) hospitalization incident to such duty. 
‘‘(2) COMPENSATION.—The term ‘compensa-

tion’ means any remuneration for employ-
ment, whether in cash or in kind, which is 
paid or incurred by a taxpayer and which is 
deductible from the taxpayer’s gross income 
under section 162(a)(1). 

‘‘(3) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
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Guard employee’ means an employee who is 
a member of the Ready Reserve of a reserve 
component of an Armed Force of the United 
States as described in sections 10142 and 
10101 of title 10, United States Code. 

‘‘(4) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of section 52 shall apply. 

‘‘(e) PORTION OF CREDIT MADE REFUND-
ABLE.— 

‘‘(1) IN GENERAL.—In the case of an eligible 
employer of a Ready Reserve-National Guard 
employee, the aggregate credits allowed to a 
taxpayer under subpart C shall be increased 
by the lesser of— 

‘‘(A) the credit which would be allowed 
under this section without regard to this 
subsection and the limitation under section 
38(c), or 

‘‘(B) the amount by which the aggregate 
amount of credits allowed by this subpart 
(determined without regard to this sub-
section) would increase if the limitation im-
posed by section 38(c) for any taxable year 
were increased by the amount of employer 
payroll taxes imposed on the taxpayer dur-
ing the calendar year in which the taxable 
year begins. 

The amount of the credit allowed under this 
subsection shall not be treated as a credit al-
lowed under this subpart and shall reduce 
the amount of the credit otherwise allowable 
under subsection (a) without regard to sec-
tion 38(c). 

‘‘(2) ELIGIBLE EMPLOYER.—For purposes of 
this subsection, the term ‘eligible employer’ 
means an employer which is a State or local 
government or subdivision thereof. 

‘‘(3) EMPLOYER PAYROLL TAXES.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘employer 
payroll taxes’ means the taxes imposed by— 

‘‘(i) section 3111(b), and 
‘‘(ii) sections 3211(a) and 3221(a) (deter-

mined at a rate equal to the rate under sec-
tion 3111(b)). 

‘‘(B) SPECIAL RULE.—A rule similar to the 
rule of section 24(d)(2)(C) shall apply for pur-
poses of subparagraph (A).’’. 

(b) CREDIT TO BE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit) is amended by 
striking ‘‘and’’ at the end of paragraph (25), 
by striking the period at the end of para-
graph (26) and inserting ‘‘, and’’, and by add-
ing at the end the following: 

‘‘(27) the Ready Reserve-National Guard 
employee credit determined under section 
45N(a).’’. 

(c) DENIAL OF DOUBLE BENEFIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended by inserting ‘‘45N(a),’’ 
after ‘‘45A(a),’’. 

(d) CONFORMING AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by insert-
ing after the item relating to section 45M the 
following: 
‘‘Sec. 45N. Ready Reserve-National Guard 

employee credit.’’. 
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 412. READY RESERVE-NATIONAL GUARD RE-

PLACEMENT EMPLOYEE CREDIT. 
(a) IN GENERAL.—Subpart B of part IV of 

subchapter A of chapter 1 (relating to foreign 
tax credit, etc.) is amended by adding after 
section 30C the following new section: 
‘‘SEC. 30D. READY RESERVE-NATIONAL GUARD 

REPLACEMENT EMPLOYEE CREDIT. 
‘‘(a) ALLOWANCE OF CREDIT.— 
‘‘(1) IN GENERAL.—In the case of an eligible 

taxpayer, there shall be allowed as a credit 
against the tax imposed by this chapter for 
the taxable year the sum of the employment 
credits for each qualified replacement em-
ployee under this section. 

‘‘(2) EMPLOYMENT CREDIT.—The employ-
ment credit with respect to a qualified re-
placement employee of the taxpayer for any 
taxable year is equal to 50 percent of the 
lesser of— 

‘‘(A) the individual’s qualified compensa-
tion attributable to service rendered as a 
qualified replacement employee, or 

‘‘(B) $12,000. 
‘‘(b) QUALIFIED COMPENSATION.—The term 

‘qualified compensation’ means— 
‘‘(1) compensation which is normally con-

tingent on the qualified replacement em-
ployee’s presence for work and which is de-
ductible from the taxpayer’s gross income 
under section 162(a)(1), 

‘‘(2) compensation which is not character-
ized by the taxpayer as vacation or holiday 
pay, or as sick leave or pay, or as any other 
form of pay for a nonspecific leave of ab-
sence, and 

‘‘(3) group health plan costs (if any) with 
respect to the qualified replacement em-
ployee. 

‘‘(c) QUALIFIED REPLACEMENT EMPLOYEE.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified re-
placement employee’ means an individual 
who is hired to replace a Ready Reserve-Na-
tional Guard employee or a Ready Reserve- 
National Guard self-employed taxpayer, but 
only with respect to the period during 
which— 

‘‘(A) such Ready Reserve-National Guard 
employee is receiving an actual compensa-
tion amount (as defined in section 45N(b)) 
from the employee’s employer and is partici-
pating in qualified active duty, including 
time spent in travel status, or 

‘‘(B) such Ready Reserve-National Guard 
self-employed taxpayer is participating in 
such qualified active duty. 

‘‘(2) READY RESERVE-NATIONAL GUARD EM-
PLOYEE.—The term ‘Ready Reserve-National 
Guard employee’ has the meaning given such 
term by section 45N(d)(3). 

‘‘(3) READY RESERVE-NATIONAL GUARD SELF- 
EMPLOYED TAXPAYER.—The term ‘Ready Re-
serve-National Guard self-employed tax-
payer’ means a taxpayer who— 

‘‘(A) has net earnings from self-employ-
ment (as defined in section 1402(a)) for the 
taxable year, and 

‘‘(B) is a member of the Ready Reserve of 
a reserve component of an Armed Force of 
the United States as described in section 
10142 and 10101 of title 10, United States 
Code. 

‘‘(d) COORDINATION WITH OTHER CREDITS.— 
The amount of credit otherwise allowable 
under sections 51(a) and 1396(a) with respect 
to any employee shall be reduced by the 
credit allowed by this section with respect to 
such employee. 

‘‘(e) LIMITATIONS.— 
‘‘(1) APPLICATION WITH OTHER CREDITS.—The 

credit allowed under subsection (a) for any 
taxable year shall not exceed the excess (if 
any) of— 

‘‘(A) the regular tax for the taxable year 
reduced by the sum of the credits allowable 
under subpart A and sections 27, 29, and 30, 
over 

‘‘(B) the tentative minimum tax for the 
taxable year. 

‘‘(2) DISALLOWANCE FOR FAILURE TO COMPLY 
WITH EMPLOYMENT OR REEMPLOYMENT RIGHTS 
OF MEMBERS OF THE RESERVE COMPONENTS OF 
THE ARMED FORCES OF THE UNITED STATES.— 
No credit shall be allowed under subsection 
(a) to a taxpayer for— 

‘‘(A) any taxable year, beginning after the 
date of the enactment of this section, in 
which the taxpayer is under a final order, 
judgment, or other process issued or required 
by a district court of the United States 
under section 4323 of title 38 of the United 

States Code with respect to a violation of 
chapter 43 of such title, and 

‘‘(B) the 2 succeeding taxable years. 
‘‘(f) GENERAL DEFINITIONS AND SPECIAL 

RULES.—For purposes of this section— 
‘‘(1) ELIGIBLE TAXPAYER.—The term ‘eligi-

ble taxpayer’ means a small business em-
ployer or a Ready Reserve-National Guard 
self-employed taxpayer. 

‘‘(2) SMALL BUSINESS EMPLOYER.— 
‘‘(A) IN GENERAL.—The term ‘small busi-

ness employer’ means, with respect to any 
taxable year, any employer who employed an 
average of 50 or fewer employees on business 
days during such taxable year. 

‘‘(B) CONTROLLED GROUPS.—For purposes of 
subparagraph (A), all persons treated as a 
single employer under subsection (b), (c), 
(m), or (o) of section 414 shall be treated as 
a single employer. 

‘‘(3) QUALIFIED ACTIVE DUTY.—The term 
‘qualified active duty’ has the meaning given 
such term by section 45N(d)(1). 

‘‘(4) SPECIAL RULES FOR CERTAIN MANUFAC-
TURERS.— 

‘‘(A) IN GENERAL.—In the case of any quali-
fied manufacturer— 

‘‘(i) subsection (a)(2)(B) shall be applied by 
substituting ‘$20,000’ for ‘$12,000’, and 

‘‘(ii) paragraph (2)(A) of this subsection 
shall be applied by substituting ‘100’ for ‘50’. 

‘‘(B) QUALIFIED MANUFACTURER.—For pur-
poses of this paragraph, the term ‘qualified 
manufacturer’ means any person if— 

‘‘(i) the primary business of such person is 
classified in sector 31, 32, or 33 of the North 
American Industrial Classification System, 
and 

‘‘(ii) all of such person’s facilities which 
are used for production in such business are 
located in the United States. 

‘‘(5) CARRYBACK AND CARRYFORWARD AL-
LOWED.— 

‘‘(A) IN GENERAL.—If the credit allowable 
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under 
subsection (e)(1) for such taxable year (in 
this paragraph referred to as the ‘unused 
credit year’), such excess shall be a credit 
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit 
carryforward to each of the 20 taxable years 
following the unused credit year. 

‘‘(B) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryback and credit carryforward 
under subparagraph (A). 

‘‘(6) CERTAIN RULES TO APPLY.—Rules simi-
lar to the rules of subsections (c), (d), and (e) 
of section 52 shall apply.’’. 

(b) NO DEDUCTION FOR COMPENSATION 
TAKEN INTO ACCOUNT FOR CREDIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended— 

(1) by inserting ‘‘or compensation’’ after 
‘‘salaries’’, and 

(2) by inserting ‘‘30D,’’ before ‘‘45A(a),’’. 
(c) CONFORMING AMENDMENT.—Section 

55(c)(2) is amended by inserting ‘‘30D(e)(1),’’ 
after ‘‘30(b)(3),’’. 

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart B of part IV of sub-
chapter A of chapter 1 is amended by adding 
after the item relating to section 30C the fol-
lowing new item: 

‘‘Sec. 30D. Credit for replacement of acti-
vated military reservists.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 413. INCOME TAX WITHHOLDING ON DIF-

FERENTIAL WAGE PAYMENTS. 

(a) IN GENERAL.—Section 3401 (relating to 
definitions) is amended by adding at the end 
the following new subsection: 
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‘‘(i) DIFFERENTIAL WAGE PAYMENTS TO AC-

TIVE DUTY MEMBERS OF THE UNIFORMED 
SERVICES.— 

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), any differential wage payment 
shall be treated as a payment of wages by 
the employer to the employee. 

‘‘(2) DIFFERENTIAL WAGE PAYMENT.—For 
purposes of paragraph (1), the term ‘differen-
tial wage payment’ means any payment 
which— 

‘‘(A) is made by an employer to an indi-
vidual with respect to any period during 
which the individual is performing service in 
the uniformed services while on active duty 
for a period of more than 30 days, and 

‘‘(B) represents all or a portion of the 
wages the individual would have received 
from the employer if the individual were per-
forming service for the employer.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to remu-
neration paid after December 31, 2005. 
SEC. 414. TREATMENT OF DIFFERENTIAL WAGE 

PAYMENTS FOR RETIREMENT PLAN 
PURPOSES. 

(a) PENSION PLANS.— 
(1) IN GENERAL.—Section 414(u) (relating to 

special rules relating to veterans’ reemploy-
ment rights under USERRA) is amended by 
adding at the end the following new para-
graph: 

‘‘(11) TREATMENT OF DIFFERENTIAL WAGE 
PAYMENTS.— 

‘‘(A) IN GENERAL.—Except as provided in 
this paragraph, for purposes of applying this 
title to a retirement plan to which this sub-
section applies— 

‘‘(i) an individual receiving a differential 
wage payment shall be treated as an em-
ployee of the employer making the payment, 

‘‘(ii) the differential wage payment shall be 
treated as compensation, and 

‘‘(iii) the plan shall not be treated as fail-
ing to meet the requirements of any provi-
sion described in paragraph (1)(C) by reason 
of any contribution which is based on the 
differential wage payment. 

‘‘(B) SPECIAL RULE FOR DISTRIBUTIONS.— 
‘‘(i) IN GENERAL.—Notwithstanding sub-

paragraph (A)(i), for purposes of section 
401(k)(2)(B)(i)(I), 403(b)(7)(A)(ii), 403(b)(11)(A), 
or 457(d)(1)(A)(ii), an individual shall be 
treated as having been severed from employ-
ment during any period the individual is per-
forming service in the uniformed services de-
scribed in section 3401(i)(2)(A). 

‘‘(ii) LIMITATION.—If an individual elects to 
receive a distribution by reason of clause (i), 
the plan shall provide that the individual 
may not make an elective deferral or em-
ployee contribution during the 6-month pe-
riod beginning on the date of the distribu-
tion. 

‘‘(C) NONDISCRIMINATION REQUIREMENT.— 
Subparagraph (A)(iii) shall apply only if all 
employees of an employer performing service 
in the uniformed services described in sec-
tion 3401(i)(2)(A) are entitled to receive dif-
ferential wage payments on reasonably 
equivalent terms and, if eligible to partici-
pate in a retirement plan maintained by the 
employer, to make contributions based on 
the payments. For purposes of applying this 
subparagraph, the provisions of paragraphs 
(3), (4), and (5), of section 410(b) shall apply. 

‘‘(D) DIFFERENTIAL WAGE PAYMENT.—For 
purposes of this paragraph, the term ‘dif-
ferential wage payment’ has the meaning 
given such term by section 3401(i)(2).’’. 

(2) CONFORMING AMENDMENT.—The heading 
for section 414(u) is amended by inserting 
‘‘AND TO DIFFERENTIAL WAGE PAYMENTS TO 
MEMBERS ON ACTIVE DUTY’’ after 
‘‘USERRA’’. 

(b) DIFFERENTIAL WAGE PAYMENTS TREAT-
ED AS COMPENSATION FOR INDIVIDUAL RETIRE-
MENT PLANS.—Section 219(f)(1) (defining com-

pensation) is amended by adding at the end 
the following new sentence: ‘‘The term ‘com-
pensation’ includes any differential wage 
payment (as defined in section 3401(i)(2)).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to plan 
years beginning after December 31, 2005. 

(d) PROVISIONS RELATING TO PLAN AMEND-
MENTS.— 

(1) IN GENERAL.—If this subsection applies 
to any plan or annuity contract amend-
ment— 

(A) such plan or contract shall be treated 
as being operated in accordance with the 
terms of the plan or contract during the pe-
riod described in paragraph (2)(B)(i), and 

(B) except as provided by the Secretary of 
the Treasury, such plan shall not fail to 
meet the requirements of the Internal Rev-
enue Code of 1986 or the Employee Retire-
ment Income Security Act of 1974 by reason 
of such amendment. 

(2) AMENDMENTS TO WHICH SECTION AP-
PLIES.— 

(A) IN GENERAL.—This subsection shall 
apply to any amendment to any plan or an-
nuity contract which is made— 

(i) pursuant to any amendment made by 
this section, and 

(ii) on or before the last day of the first 
plan year beginning on or after January 1, 
2007. 

(B) CONDITIONS.—This subsection shall not 
apply to any plan or annuity contract 
amendment unless— 

(i) during the period beginning on the date 
the amendment described in subparagraph 
(A)(i) takes effect and ending on the date de-
scribed in subparagraph (A)(ii) (or, if earlier, 
the date the plan or contract amendment is 
adopted), the plan or contract is operated as 
if such plan or contract amendment were in 
effect, and 

(ii) such plan or contract amendment ap-
plies retroactively for such period. 
SEC. 415. MODIFICATIONS OF EFFECTIVE DATES 

OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004 is 
amended by adding at the end the following 
new paragraph: 

‘‘(5) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 

SA 2632. Mr. LOTT (for himself and 
Mr. BAUCUS) submitted an amendment 
intended to be proposed by him to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

At the end of title IV, insert: 
SEC. ll. MODIFICATIONS TO RULES RELATING 

TO TAXATION OF DISTRIBUTIONS OF 
STOCK AND SECURITIES OF A CON-
TROLLED CORPORATION. 

(a) MODIFICATION OF ACTIVE BUSINESS DEFI-
NITION UNDER SECTION 355.— 

(1) IN GENERAL.—Section 355(b) (defining 
active conduct of a trade or business) is 
amended by adding at the end the following 
new paragraph: 

‘‘(3) SPECIAL RULES RELATING TO ACTIVE 
BUSINESS REQUIREMENT.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining whether a corporation meets the re-

quirement of paragraph (2)(A), all members 
of such corporation’s separate affiliated 
group shall be treated as 1 corporation. For 
purposes of the preceding sentence, the term 
‘separate affiliated group’ means, with re-
spect to any corporation, the affiliated group 
which would be determined under section 
1504(a) if such corporation were the common 
parent and section 1504(b) did not apply. 

‘‘(B) CONTROL.—For purposes of paragraph 
(2)(D), all distributee corporations which are 
members of the same affiliated group (as de-
fined in section 1504(a) without regard to sec-
tion 1504(b)) shall be treated as 1 distributee 
corporation.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Subparagraph (A) of section 355(b)(2) is 

amended to read as follows: 
‘‘(A) it is engaged in the active conduct of 

a trade or business,’’. 
(B) Section 355(b)(2) of such Code is amend-

ed by striking the last sentence. 
(3) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this subsection shall apply— 
(i) to distributions after the date of the en-

actment of this Act, and before January 1, 
2010, and 

(ii) for purposes of determining the contin-
ued qualification under section 355(b)(2)(A) of 
the Internal Revenue Code of 1986 (as amend-
ed by paragraph (2)(A)) of distributions made 
before such date, as a result of an acquisi-
tion, disposition, or other restructuring after 
such date and before January 1, 2010. 

(B) TRANSITION RULE.—The amendments 
made by this subsection shall not apply to 
any distribution pursuant to a transaction 
which is— 

(i) made pursuant to an agreement which 
was binding on such date of enactment and 
at all times thereafter, 

(ii) described in a ruling request submitted 
to the Internal Revenue Service on or before 
such date, or 

(iii) described on or before such date in a 
public announcement or in a filing with the 
Securities and Exchange Commission. 

(C) ELECTIONS.— 
(i) OUT OF TRANSITION RELIEF.—Subpara-

graph (B) shall not apply if the distributing 
corporation elects not to have such subpara-
graph apply to distributions of such corpora-
tion. Any such election, once made, shall be 
irrevocable. 

(ii) APPLICATION TO PRIOR DISTRIBUTIONS.— 
Subparagraph (A)(ii) shall not apply to a dis-
tributing or controlled corporation if the 
corporation elects not to have such subpara-
graph apply to such corporation. Any such 
election, once made, shall be irrevocable. 

(b) SECTION 355 NOT TO APPLY TO DISTRIBU-
TIONS IF THE DISTRIBUTING OR CONTROLLED 
CORPORATION IS A DISQUALIFIED INVESTMENT 
CORPORATION.— 

(1) IN GENERAL.—Section 355 (relating to 
distributions of stock and securities of a con-
trolled corporation) is amended by adding at 
the end the following new subsection: 

‘‘(g) SECTION NOT TO APPLY TO DISTRIBU-
TIONS INVOLVING DISQUALIFIED INVESTMENT 
CORPORATIONS.— 

‘‘(1) IN GENERAL.—This section (and so 
much of section 356 as relates to this section) 
shall not apply to any distribution which is 
part of a transaction if— 

‘‘(A) either the distributing corporation or 
controlled corporation is, immediately after 
the transaction, a disqualified investment 
corporation, and 

‘‘(B) any person holds, immediately after 
the transaction, a 50-percent or greater in-
terest in any disqualified investment cor-
poration, but only if such person did not hold 
such an interest in such corporation imme-
diately before the transaction. 

‘‘(2) DISQUALIFIED INVESTMENT CORPORA-
TION.—For purposes of this subsection— 

VerDate Aug 31 2005 00:55 Nov 19, 2005 Jkt 049060 PO 00000 Frm 00078 Fmt 0624 Sfmt 0634 E:\CR\FM\A17NO6.177 S17NOPT2



CONGRESSIONAL RECORD — SENATE S13225 November 17, 2005 
‘‘(A) IN GENERAL.—The term ‘disqualified 

investment corporation’ means any distrib-
uting or controlled corporation if the fair 
market value of the investment assets of the 
corporation is 75 percent or more of the fair 
market value of all assets of the corporation. 

‘‘(B) INVESTMENT ASSETS.— 
‘‘(i) IN GENERAL.—Except as otherwise pro-

vided in this subparagraph, the term ‘invest-
ment assets’ means— 

‘‘(I) cash, 
‘‘(II) any stock or securities in a corpora-

tion, 
‘‘(III) any interest in a partnership, 
‘‘(IV) any debt instrument or other evi-

dence of indebtedness, 
‘‘(V) any option, forward or futures con-

tract, notional principal contract, or deriva-
tive, 

‘‘(VI) foreign currency, or 
‘‘(VII) any similar asset. 
‘‘(ii) EXCEPTION FOR ASSETS USED IN ACTIVE 

CONDUCT OF CERTAIN FINANCIAL TRADES OR 
BUSINESSES.—Such term shall not include 
any asset which is held for use in the active 
and regular conduct of— 

‘‘(I) a lending or finance business (within 
the meaning of section 954(h)(4)), 

‘‘(II) a banking business through a bank (as 
defined in section 581), a domestic building 
and loan association (within the meaning of 
section 7701(a)(19)), or any similar institu-
tion specified by the Secretary, or 

‘‘(III) an insurance business if the conduct 
of the business is licensed, authorized, or 
regulated by an applicable insurance regu-
latory body. 
This clause shall only apply with respect to 
any business if substantially all of the in-
come of the business is derived from persons 
who are not related (within the meaning of 
section 267(b) or 707(b)(1)) to the person con-
ducting the business. 

‘‘(iii) EXCEPTION FOR SECURITIES MARKED TO 
MARKET.—Such term shall not include any 
security (as defined in section 475(c)(2)) 
which is held by a dealer in securities and to 
which section 475(a) applies. 

‘‘(iv) STOCK OR SECURITIES IN A 25-PERCENT 
CONTROLLED ENTITY.— 

‘‘(I) IN GENERAL.—Such term shall not in-
clude any stock and securities in, or any 
asset described in subclause (IV) or (V) of 
clause (i) issued by, a corporation which is a 
25-percent controlled entity with respect to 
the distributing or controlled corporation. 

‘‘(II) LOOK-THRU RULE.—The distributing or 
controlled corporation shall, for purposes of 
applying this subsection, be treated as own-
ing its ratable share of the assets of any 25- 
percent controlled entity. 

‘‘(III) 25-PERCENT CONTROLLED ENTITY.—For 
purposes of this clause, the term ‘25-percent 
controlled entity’ means, with respect to any 
distributing or controlled corporation, any 
corporation with respect to which the dis-
tributing or controlled corporation owns di-
rectly or indirectly stock meeting the re-
quirements of section 1504(a)(2), except that 
such section shall be applied by substituting 
‘25 percent’ for ‘80 percent’ and without re-
gard to stock described in section 1504(a)(4). 

‘‘(v) INTERESTS IN CERTAIN PARTNERSHIPS.— 
‘‘(I) IN GENERAL.—Such term shall not in-

clude any interest in a partnership, or any 
debt instrument or other evidence of indebt-
edness, issued by the partnership, if 1 or 
more of the trades or businesses of the part-
nership are (or, without regard to the 5-year 
requirement under subsection (b)(2)(B), 
would be) taken into account by the distrib-
uting or controlled corporation, as the case 
may be, in determining whether the require-
ments of subsection (b) are met with respect 
to the distribution. 

‘‘(II) LOOK-THRU RULE.—The distributing or 
controlled corporation shall, for purposes of 
applying this subsection, be treated as own-

ing its ratable share of the assets of any 
partnership described in subclause (I). 

‘‘(3) 50-PERCENT OR GREATER INTEREST.—For 
purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘50-percent or 
greater interest’ has the meaning given such 
term by subsection (d)(4). 

‘‘(B) ATTRIBUTION RULES.—The rules of sec-
tion 318 shall apply for purposes of deter-
mining ownership of stock for purposes of 
this paragraph. 

‘‘(4) TRANSACTION.—For purposes of this 
subsection, the term ‘transaction’ includes a 
series of transactions. 

‘‘(5) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary to carry out, or prevent the avoidance 
of, the purposes of this subsection, including 
regulations— 

‘‘(A) to carry out, or prevent the avoidance 
of, the purposes of this subsection in cases 
involving— 

‘‘(i) the use of related persons, inter-
mediaries, pass-thru entities, options, or 
other arrangements, and 

‘‘(ii) the treatment of assets unrelated to 
the trade or business of a corporation as in-
vestment assets if, prior to the distribution, 
investment assets were used to acquire such 
unrelated assets, 

‘‘(B) which in appropriate cases exclude 
from the application of this subsection a dis-
tribution which does not have the character 
of a redemption which would be treated as a 
sale or exchange under section 302, and 

‘‘(C) which modify the application of the 
attribution rules applied for purposes of this 
subsection.’’. 

(2) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this subsection shall apply to distribu-
tions after the date of the enactment of this 
Act. 

(B) TRANSITION RULE.—The amendments 
made by this subsection shall not apply to 
any distribution pursuant to a transaction 
which is— 

(i) made pursuant to an agreement which 
was binding on such date of enactment and 
at all times thereafter, 

(ii) described in a ruling request submitted 
to the Internal Revenue Service on or before 
such date, or 

(iii) described on or before such date in a 
public announcement or in a filing with the 
Securities and Exchange Commission. 

SA 2633. Mr. LOTT submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. CLARIFICATION OF TREATMENT OF 

OUTSIDE INCOME AND EXPENSES IN 
THE SENATE. 

(a) IN GENERAL.—For purposes of rule 
XXXVI and paragraph 5(b)(3) of rule XXXVII 
of the Standing Rules of the Senate, com-
pensation or outside earned income for any 
calendar year shall be reduced by actual and 
necessary expenses incurred by a Member of 
the Senate in connection with the practice of 
medicine. A Member of the Senate shall in-
clude information with respect to such ex-
penses with any report in which such com-
pensation or income is required to be in-
cluded. 

(b) PAYMENT OR REIMBURSEMENT.—If ex-
penses described in subsection (a) are— 

(1) paid or reimbursed by another person, 
the amount of any such payment shall not be 
counted as compensation or outside earned 
income; and 

(2) not paid or reimbursed, the amount of 
compensation or outside earned income shall 
be determined by subtracting the actual and 
necessary expenses incurred by the Member 
from any payment received for the activity. 

SA 2634. Mrs. BOXER (for herself and 
Mr. SCHUMER) submitted an amend-
ment intended to be proposed by her to 
the bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; as follows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. TREATMENT AND SUPPORT SERVICES 

FOR VETERANS. 
Out of any money in the Treasury of the 

United States not otherwise appropriated, 
and in addition to any amount otherwise ap-
propriated, there are appropriated 
$500,000,000 to the Secretary of Veterans Af-
fairs for each of fiscal years 2006 through 
2010, to provide veterans suffering from men-
tal illness, post-traumatic stress disorder, or 
drug or alcohol dependency with— 

(1) readjustment counseling and related 
mental health services under section 1712A of 
title 38, United States Code; and 

(2) treatment and rehabilitative services 
under section 1720A of such title. 
SEC. ll. ELIMINATION OF THE SCHEDULED 

PHASE OUT OF THE LIMITATIONS ON 
PERSONAL EXEMPTIONS AND 
ITEMIZED DEDUCTIONS FOR INDI-
VIDUALS EARNING IN EXCESS OF 
$1,000,000. 

(a) PERSONAL EXEMPTIONS.—Section 
151(d)(3)(E) of the Internal Revenue Code of 
1986 is amended by adding at the end the fol-
lowing new clause: 

‘‘(iii) EXCEPTION.—This subparagraph shall 
not apply with respect to any individual 
whose adjusted gross income for the taxable 
year exceeds $1,000,000 ($2,000,000 in the case 
of a joint return).’’. 

(b) ITEMIZED DEDUCTIONS.—Section 68(f) of 
such Code is amended by adding at the end 
the following new paragraph: 

‘‘(3) EXCEPTION.—This subsection shall not 
apply with respect to any individual whose 
adjusted gross income for the taxable year 
exceeds $1,000,000 ($2,000,000 in the case of a 
joint return).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

(d) APPLICATION OF EGTRRA SUNSET.—The 
amendments made by this section shall be 
subject to title IX of the Economic Growth 
and Tax Relief Reconciliation Act of 2001 to 
the same extent and in the same manner as 
the provision of such Act to which such 
amendment relates. 

SA 2635. Mr. SCHUMER (for himself 
and Mrs. FEINSTEIN) proposed an 
amendment to the bill S. 2020, to pro-
vide for reconciliation pursuant to sec-
tion 202(b) of the concurrent resolution 
on the budget for fiscal year 2006; as 
follows: 

At the end of title IV add the following: 
SEC. 410. TEMPORARY WINDFALL PROFITS TAX. 

(a) IN GENERAL.—Subtitle E (relating to al-
cohol, tobacco, and certain other excise 
taxes) is amended by adding at the end 
thereof the following new chapter: 

‘‘CHAPTER 56—TEMPORARY WINDFALL 
PROFITS ON CRUDE OIL 

‘‘Sec. 5896. Imposition of tax. 
‘‘Sec. 5897. Windfall profit; etc. 
‘‘Sec. 5898. Special rules and definitions. 
‘‘SEC. 5896. IMPOSITION OF TAX. 

‘‘(a) IN GENERAL.—In addition to any other 
tax imposed under this title, there is hereby 
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imposed on any applicable taxpayer an ex-
cise tax in an amount equal to 50 percent of 
the windfall profit of such taxpayer for any 
taxable year beginning in 2005. 

‘‘(b) APPLICABLE TAXPAYER.—For purposes 
of this chapter, the term ‘applicable tax-
payer’ means, with respect to operations in 
the United States— 

‘‘(1) any integrated oil company (as defined 
in section 291(b)(4)), and 

‘‘(2) any other producer or refiner of crude 
oil with gross receipts from the sale of such 
crude oil or refined oil products for the tax-
able year exceeding $100,000,000. 
‘‘SEC. 5897. WINDFALL PROFIT; ETC. 

‘‘(a) GENERAL RULE.—For purposes of this 
chapter, the term ‘windfall profit’ means the 
excess of the adjusted taxable income of the 
applicable taxpayer for the taxable year over 
the reasonably inflated average profit for 
such taxable year. 

‘‘(b) ADJUSTED TAXABLE INCOME.—For pur-
poses of this chapter, with respect to any ap-
plicable taxpayer, the adjusted taxable in-
come for any taxable year is equal to the 
taxable income for such taxable year (within 
the meaning of section 63 and determined 
without regard to this subsection)— 

‘‘(1) increased by any interest expense de-
duction, charitable contribution deduction, 
and any net operating loss deduction carried 
forward from any prior taxable year, and 

‘‘(2) reduced by any interest income, divi-
dend income, and net operating losses to the 
extent such losses exceed taxable income for 
the taxable year. 

In the case of any applicable taxpayer which 
is a foreign corporation, the adjusted taxable 
income shall be determined with respect to 
such income which is effectively connected 
with the conduct of a trade or business in the 
United States. 

‘‘(c) REASONABLY INFLATED AVERAGE PROF-
IT.—For purposes of this chapter, with re-
spect to any applicable taxpayer, the reason-
ably inflated average profit for any taxable 
year is an amount equal to the average of 
the adjusted taxable income of such taxpayer 
for taxable years beginning during the 2002– 
2004 taxable year period plus 10 percent of 
such average. 
‘‘SEC. 5898. SPECIAL RULES AND DEFINITIONS. 

‘‘(a) WITHHOLDING AND DEPOSIT OF TAX.— 
The Secretary shall provide such rules as are 
necessary for the withholding and deposit of 
the tax imposed under section 5896. 

‘‘(b) RECORDS AND INFORMATION.—Each tax-
payer liable for tax under section 5896 shall 
keep such records, make such returns, and 
furnish such information as the Secretary 
may by regulations prescribe. 

‘‘(c) RETURN OF WINDFALL PROFIT TAX.— 
The Secretary shall provide for the filing and 
the time of such filing of the return of the 
tax imposed under section 5896. 

‘‘(d) CRUDE OIL.—The term ‘crude oil’ in-
cludes crude oil condensates and natural gas-
oline. 

‘‘(e) BUSINESSES UNDER COMMON CONTROL.— 
For purposes of this chapter, all members of 
the same controlled group of corporations 
(within the meaning of section 267(f)) and all 
persons under common control (within the 
meaning of section 52(b) but determined by 
treating an interest of more than 50 percent 
as a controlling interest) shall be treated as 
1 person. 

‘‘(f) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this chapter.’’. 

(b) CLERICAL AMENDMENT.—The table of 
chapters for subtitle E of the Internal Rev-
enue Code of 1986 is amended by adding at 
the end the following new item: 

‘‘CHAPTER 56. Temporary Windfall Profit on 
Crude Oil.’’. 

(c) DEDUCTIBILITY OF WINDFALL PROFIT 
TAX.—The first sentence of section 164(a) of 
the Internal Revenue Code of 1986 (relating 
to deduction for taxes) is amended by insert-
ing after paragraph (5) the following new 
paragraph: 

‘‘(6) The windfall profit tax imposed by sec-
tion 5896.’’. 

(d) NONREFUNDABLE CREDIT.—In the case of 
taxable years beginning in 2005, for purposes 
of the Internal Revenue Code of 1986, the tax 
liability of each taxpayer otherwise deter-
mined under the Internal Revenue Code of 
1986 shall be reduced by $100 for each per-
sonal exemption (within the meaning of sec-
tion 151 of such Code) claimed by such tax-
payer for such taxable year. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning in 2005. 

SA 2636. Mr. INHOFE submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 121, line 4, strike the period at the 
end and insert ‘‘, or 

‘‘(v)(I) the applicable exempt organization, 
or a financing subsidiary or affiliate wholly 
owned by one or more applicable exempt or-
ganizations, is the sole owner and bene-
ficiary of the contract, 

‘‘(II) the interest in the contract of each 
person other than the applicable exempt or-
ganization arises solely from a security or 
collateral interest, and 

‘‘(III) a principal portion of the death bene-
fits attributable to the insurance contract is 
paid to the applicable exempt organization, 
or a subsidiary or affiliate wholly owned by 
one or more applicable exempt organiza-
tions. 

SA 2637. Mr. COLEMAN (for himself 
and Mr. PRYOR) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; which was 
ordered to lie on the table; as follows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. lll. ALTERNATIVE PERCENTAGE LIMITA-

TION FOR CORPORATE CHARITABLE 
CONTRIBUTIONS TO THE MATHE-
MATICS AND SCIENCE PARTNERSHIP 
PROGRAM. 

(a) IN GENERAL.—Section 170(b) (related to 
percentage limitations) is amended by add-
ing at the end the following new paragraph: 

‘‘(3) SPECIAL RULE FOR CORPORATE CON-
TRIBUTIONS TO THE MATHEMATICS AND SCIENCE 
PARTNERSHIP PROGRAM.— 

‘‘(A) IN GENERAL.—In the case of a corpora-
tion which makes an eligible mathematics 
and science contribution— 

‘‘(i) the limitation under paragraph (2) 
shall apply separately with respect to all 
such contributions and all other charitable 
contributions, and 

‘‘(ii) paragraph (2) shall be applied with re-
spect to all eligible mathematics and science 
contributions by substituting ‘15 percent’ for 
‘10 percent’. 

‘‘(B) ELIGIBLE MATHEMATICS AND SCIENCE 
CONTRIBUTION.— 

‘‘(i) IN GENERAL.—For purposes of this 
paragraph, the term ‘eligible mathematics 

and science contribution’ means a charitable 
contribution (other than a contribution of 
used equipment) to a qualified partnership 
for the purpose of an activity described in 
section 2202(c) of the Elementary and Sec-
ondary Education Act of 1965. 

‘‘(ii) QUALIFIED PARTNERSHIP.—The term 
‘qualified partnership’ means an eligible 
partnership (within the meaning of section 
2201(b)(1) of the Elementary and Secondary 
Education Act of 1965), but only to the ex-
tent that such partnership does not include a 
person other than a person described in para-
graph (1)(A). 

‘‘(C) TERMINATION.—This paragraph shall 
not apply to any contributions made in tax-
able years beginning after December 31, 
2006.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to contribu-
tions made in taxable years beginning after 
December 31, 2005. 

SA 2638. Mr. BUNNING submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. EXEMPTION OF QUALIFIED 501(C)(3) 

BONDS FOR NURSING HOMES FROM 
FEDERAL GUARANTEE PROHIBI-
TIONS. 

(a) IN GENERAL.—Section 149(b)(3) (relating 
to exceptions) is amended by adding at the 
end the following new subparagraph: 

‘‘(E) EXCEPTION FOR QUALIFIED 501(C)(3) 
BONDS FOR NURSING HOMES.— 

‘‘(i) IN GENERAL.—Paragraph (1) shall not 
apply to any qualified 501(c)(3) bond issued 
before the date which is 1 year after the date 
of the enactment of this subparagraph for 
the benefit of an organization described in 
section 501(c)(3), if such bond is part of an 
issue the proceeds of which are used to fi-
nance 1 or more of the following facilities 
primarily for the benefit of the elderly: 

‘‘(I) Licensed nursing home facility. 
‘‘(II) Licensed or certified assisted living 

facility. 
‘‘(III) Licensed personal care facility. 
‘‘(IV) Continuing care retirement commu-

nity. 
‘‘(ii) LIMITATION.—With respect to any cal-

endar year, clause (i) shall not apply to any 
bond described in such clause if the aggre-
gate authorized face amount of the issue of 
which such bond is a part when increased by 
the outstanding amount of such bonds issued 
by the issuer for such calendar year exceeds 
$15,000,000. 

‘‘(iii) CONTINUING CARE RETIREMENT COMMU-
NITY.—For purposes of this subparagraph, 
the term ‘continuing care retirement com-
munity’ means a community which provides, 
on the same campus, a continuum of residen-
tial living options and support services to 
persons at least 60 years of age under a writ-
ten agreement. For purposes of the preceding 
sentence, the residential living options shall 
include independent living units, nursing 
home beds, and either assisted living units or 
personal care beds.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to bonds 
issued after the date of the enactment of this 
Act. 

SA 2639. Mr. ROCKEFELLER sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
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which was ordered to lie on the table; 
as follows: 

Beginning on page 76, strike line 23 and all 
that follows through page 77, line 2. 

SA 2640. Mr. ROCKEFELLER sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

Beginning on page 76, strike line 24 and all 
that follows through page 77, line 2, and in-
sert the following: 
Section 1397E(d)(2)(B) is amended to read as 
follows: 

‘‘(B) QUALIFIED CONTRIBUTIONS.— 
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A), the term ‘qualified contribution’ 
means any contribution (of a type and qual-
ity acceptable to the eligible local education 
agency) of— 

‘‘(I) equipment or software for use in the 
qualified zone academy (including state-of- 
the-art technology and vocational equip-
ment), 

‘‘(II) technical assistance in developing 
curriculum or in training teachers in order 
to promote appropriate market driven tech-
nology in the classroom, 

‘‘(III) services of employees (but not of the 
local education agency) as volunteer men-
tors, 

‘‘(IV) internships, or other educational op-
portunities outside the academy for stu-
dents, 

‘‘(V) cash, or 
‘‘(VI) any other tangible or intangible 

property specified by the eligible local edu-
cation agency. 

‘‘(ii) EXCLUSION.—Such term shall not in-
clude any discounts, set-up fees, and con-
tributions conditioned upon business with 
the contributor. 

‘‘(iii) VALUATION.—Valuation of the quali-
fied contribution shall be reasonable given 
the nature of the contribution. For tangible 
and intangible property, valuation based on 
pricing that is regularly charged for the sale 
of such tangible and intangible property 
shall be reasonable. For services, valuation 
of such services based on pricing that is reg-
ularly charged for the sale of such services 
shall be reasonable. For services that are not 
regularly sold, valuation based on the aver-
age hourly compensation, including benefits, 
of the employees providing such services for 
the contributor shall be reasonable, so long 
as such cost is applied to the reasonable esti-
mate of the contributed hours for such serv-
ices.’’. 

SA 2641. Mr. BINGAMAN submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV add the following: 
SEC. ll. MODIFICATIONS OF EFFECTIVE DATES 

OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004 AND FUNDING OF LIHEAP 
TRUST FUND. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004, as 
amended by section 553 of this Act, is amend-
ed by adding at the end the following new 
paragraph: 

‘‘(3) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 

tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) LOW INCOME HOME ENERGY ASSISTANCE 
TRUST FUND.— 

(1) IN GENERAL.—Subchapter A of chapter 
98 (relating to trust fund code) is amended by 
adding at the end the following new section: 
‘‘SEC. 9511. LOW-INCOME HOME ENERGY ASSIST-

ANCE TRUST FUND. 
‘‘(a) CREATION OF TRUST FUND.—There is 

established in the Treasury of the United 
States a trust fund to be known as the ‘Low- 
Income Home Energy Assistance Trust 
Fund’, consisting of any amount 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 Low-Income 
Home Energy Assistance Trust Fund 
amounts equivalent to the increased reve-
nues received in the Treasury as the result of 
the amendment made by section 410(a) of the 
Tax Relief Act of 2005. 

‘‘(c) EXPENDITURES FROM TRUST FUND.— 
Amounts in the Low Income Home Energy 
Assistance Trust Fund not to exceed 
$2,920,000,000 shall be available for fiscal year 
2006, as provided by appropriation Acts, to 
carry out the program under the Low-In-
come Home Energy Assistance Act of 1981 
through the distribution of funds to all the 
States in accordance with section 2604 of 
that Act (42 U.S.C. 8623) (other than sub-
section (e) of such section), but only if not 
less than $1,880,000,000 has been appropriated 
for such program for such fiscal year.’’. 

(2) CLERICAL AMENDMENT.—The table of 
sections for such subchapter is amended by 
adding at the end the following new item: 
‘‘Sec. 9511. Low-Income Home Energy As-

sistance Trust Fund.’’. 
(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—The amendments made by 

subsection (a) shall take effect as if included 
in the enactment of the American Jobs Cre-
ation Act of 2004. 

(2) SUBSECTION (b).—The amendments made 
by subsection (b) shall take effect on the 
date of the enactment of this Act. 

SA 2642. Mr. BINGAMAN (for him-
self, Mr. KERRY, and Ms. SNOWE) sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
as follows: 

At the end of title IV, add the following: 
SEC. ll. CREDIT FOR EMPLOYEE HEALTH IN-

SURANCE EXPENSES. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness-related credits) is amended by adding at 
the end the following: 
‘‘SEC. 45N. EMPLOYEE HEALTH INSURANCE EX-

PENSES. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, in the case of a qualified small em-
ployer, the employee health insurance ex-
penses credit determined under this section 
is an amount equal to the applicable percent-
age of the amount paid by the taxpayer dur-
ing the taxable year for qualified employee 
health insurance expenses. 

‘‘(b) APPLICABLE PERCENTAGE.—For pur-
poses of subsection (a), the applicable per-
centage is equal to— 

‘‘(1) 50 percent in the case of an employer 
with less than 26 qualified employees, 

‘‘(2) 40 percent in the case of an employer 
with more than 25 but less than 36 qualified 
employees, and 

‘‘(3) 30 percent in the case of an employer 
with more than 35 but less than 51 qualified 
employees. 

‘‘(c) PER EMPLOYEE DOLLAR LIMITATION.— 
The amount of qualified employee health in-
surance expenses taken into account under 
subsection (a) with respect to any qualified 
employee for any taxable year shall not ex-
ceed the maximum employer contribution 
for self-only coverage or family coverage (as 
applicable) determined under section 8906(a) 
of title 5, United States Code, for the cal-
endar year in which such taxable year be-
gins. 

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) QUALIFIED SMALL EMPLOYER.— 
‘‘(A) IN GENERAL.—The term ‘qualified 

small employer’ means any small employer 
which— 

‘‘(i) provides eligibility for health insur-
ance coverage (after any waiting period (as 
defined in section 9801(b)(4)) to all qualified 
employees of the employer, and 

‘‘(ii) pays at least 70 percent of the cost of 
such coverage (60 percent in the case of fam-
ily coverage) for each qualified employee. 

‘‘(B) TRANSITION RULE FOR NEW PLANS.— 
‘‘(i) IN GENERAL.—If a small employer (or 

any predecessor) did not provide health in-
surance coverage to the qualified employees 
of the employer during the employer’s 
precompliance period, then subparagraph (A) 
shall be applied to such employer for the 
first 5 taxable years following such period by 
substituting ‘50 percent’ for ‘70 percent’ in 
clause (ii) (or for ‘60 percent’ in such clause, 
in the case of family coverage). 

‘‘(ii) PRECOMPLIANCE PERIOD.—For purposes 
of clause (i), the precompliance periods are— 

‘‘(I) the period beginning with the small 
employer’s taxable year preceding its first 
taxable year beginning after the date of the 
enactment of this section, and 

‘‘(II) the period beginning with the small 
employer’s taxable year preceding the first 
taxable year for which the employer meets 
the requirement of subparagraph (A)(i). 
An employer not in existence for any period 
shall be treated in the same manner as an 
employer which is in existence and not pro-
viding coverage. 

‘‘(C) SMALL EMPLOYER.— 
‘‘(i) IN GENERAL.—For purposes of this 

paragraph, the term ‘small employer’ means, 
with respect to any calendar year, any em-
ployer if such employer employed an average 
of not less than 2 and not more than 50 quali-
fied employees on business days during ei-
ther of the 2 preceding calendar years. For 
purposes of the preceding sentence, a pre-
ceding calendar year may be taken into ac-
count only if the employer was in existence 
throughout such year. 

‘‘(ii) EMPLOYERS NOT IN EXISTENCE IN PRE-
CEDING YEAR.—In the case of an employer 
which was not in existence throughout the 
1st preceding calendar year, the determina-
tion under clause (i) shall be based on the av-
erage number of qualified employees that it 
is reasonably expected such employer will 
employ on business days in the current cal-
endar year. 

‘‘(2) QUALIFIED EMPLOYEE HEALTH INSUR-
ANCE EXPENSES.— 

‘‘(A) IN GENERAL.—The term ‘qualified em-
ployee health insurance expenses’ means any 
amount paid by an employer for health in-
surance coverage to the extent such amount 
is attributable to coverage provided to any 
employee while such employee is a qualified 
employee. 

‘‘(B) EXCEPTION FOR AMOUNTS PAID UNDER 
SALARY REDUCTION ARRANGEMENTS.—No 
amount paid or incurred for health insurance 
coverage pursuant to a salary reduction ar-
rangement shall be taken into account under 
subparagraph (A). 
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‘‘(C) HEALTH INSURANCE COVERAGE.—The 

term ‘health insurance coverage’ has the 
meaning given such term by paragraph (1) of 
section 9832(b) (determined by disregarding 
the last sentence of paragraph (2) of such 
section). 

‘‘(3) QUALIFIED EMPLOYEE.—The term 
‘qualified employee’ means an employee of 
an employer who, with respect to any period, 
is not provided health insurance coverage 
under— 

‘‘(A) a health plan of the employee’s 
spouse, 

‘‘(B) title XVIII, XIX, or XXI of the Social 
Security Act, 

‘‘(C) chapter 17 of title 38, United States 
Code, 

‘‘(D) chapter 55 of title 10, United States 
Code, 

‘‘(E) chapter 89 of title 5, United States 
Code, or 

‘‘(F) any other provision of law. 
‘‘(4) EMPLOYEE.—The term ‘employee’— 
‘‘(A) means any individual, with respect to 

any calendar year, who is reasonably ex-
pected to receive at least $5,000 of compensa-
tion from the employer during such year, 

‘‘(B) does not include an employee within 
the meaning of section 401(c)(1), and 

‘‘(C) includes a leased employee within the 
meaning of section 414(n). 

‘‘(5) COMPENSATION.—The term ‘compensa-
tion’ means amounts described in section 
6051(a)(3). 

‘‘(e) CERTAIN RULES MADE APPLICABLE.— 
For purposes of this section, rules similar to 
the rules of section 52 shall apply. 

‘‘(f) DENIAL OF DOUBLE BENEFIT.—No de-
duction or credit under any other provision 
of this chapter shall be allowed with respect 
to qualified employee health insurance ex-
penses taken into account under subsection 
(a). 

‘‘(g) TERMINATION.—This section shall not 
apply with respect to any taxable year begin-
ning after December 31, 2006.’’. 

(b) CREDIT TO BE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit) is amended by 
striking ‘‘and’’ at the end of paragraph (25), 
by striking the period at the end of para-
graph (26) and inserting ‘‘, and’’, and by add-
ing at the end the following: 

‘‘(27) the employee health insurance ex-
penses credit determined under section 
45N.’’. 

(c) CREDIT ALLOWED AGAINST MINIMUM 
TAX.—Subparagraph (B) of section 38(c)(4) 
(relating to limitation based on amount of 
tax for specified credits) is amended— 

(1) in clause (ii)(II), by striking the period 
at the end and inserting ‘‘, and’’; and 

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

‘‘(iii) the employee health insurance ex-
penses credit determined under section 
45N.’’. 

(d) 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: 
‘‘Sec. 45N. Employee health insurance ex-

penses.’’. 
(e) EMPLOYER OUTREACH.—The Internal 

Revenue Service shall, in conjunction with 
the Small Business Administration, develop 
materials and implement an educational pro-
gram to ensure that business personnel are 
aware of— 

(1) the eligibility criteria for the tax credit 
provided under section 45N of the Internal 
Revenue Code of 1986 (as added by this sec-
tion), 

(2) the methods to be used in calculating 
such credit, and 

(3) the documentation needed in order to 
claim such credit. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred in taxable years beginning 
after December 31, 2005. 
SEC. ll. MODIFICATIONS OF EFFECTIVE DATES 

OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004, as 
amended by section 553 of this Act,is amend-
ed by adding at the end the following new 
paragraph: 

‘‘(3) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 
SEC. ll. EXTENSION OF SUPERFUND TAXES. 

(a) EXCISE TAXES.—Section 4611(e) is 
amended to read as follows: 

‘‘(e) APPLICATION OF HAZARDOUS SUBSTANCE 
SUPERFUND FINANCING RATE.—The Hazardous 
Substance Superfund financing rate under 
this section shall apply after December 31, 
1986, and before January 1, 1996, and after De-
cember 31, 2005, and before January 1, 2015.’’ 

(b) CORPORATE ENVIRONMENTAL INCOME 
TAX.—Section 59A(e) is amended to read as 
follows: 

‘‘(e) APPLICATION OF TAX.—The tax imposed 
by this section shall apply to taxable years 
beginning after December 31, 1986, and before 
January 1, 1996, and to taxable years begin-
ning after December 31, 2005, and before Jan-
uary 1, 2015.’’ 

(c) EFFECTIVE DATES.— 
(1) EXCISE TAXES.—The amendments made 

by subsection (a) shall take effect on the 
date of the enactment of this Act. 

(2) INCOME TAX.—The amendment made by 
subsection (b) shall apply to taxable years 
beginning after December 31, 2005. 

SA 2643. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 35, between lines 16 and 17, insert 
the following: 
SEC. 104. HOUSING RELIEF FOR INDIVIDUALS AF-

FECTED BY HURRICANE KATRINA. 
(a) EXCLUSION OF EMPLOYER PROVIDED 

HOUSING FOR INDIVIDUAL AFFECTED BY HURRI-
CANE KATRINA.— 

(1) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, gross income of a 
qualified employee shall not include the 
value of any lodging furnished to such em-
ployee, such employee’s spouse, or any of 
such employee’s dependents by or on behalf 
of a qualified employer for any month during 
the taxable year. 

(2) LIMITATION.—The amount which may be 
excluded under subsection (a) for any month 
for which lodging is furnished during the 
taxable year shall not exceed $1,000. 

(3) TREATMENT OF EXCLUSION.—For pur-
poses of the Internal Revenue Code of 1986, 
an exclusion under subsection (a) shall be 
treated as an exclusion under section 119 of 
such Code. 

(b) EMPLOYER CREDIT FOR HOUSING EMPLOY-
EES AFFECTED BY HURRICANE KATRINA.— 

(1) IN GENERAL.—In the case of a qualified 
employer, there shall be allowed as a credit 

against the tax imposed by chapter 1 of the 
Internal Revenue Code of 1986 for any month 
during the taxable year an amount equal to 
30 percent of any amount which is excludable 
from the gross income of a qualified em-
ployee of such employer under subsection 
(a). 

(2) CERTAIN RULES TO APPLY.—For purposes 
of this section, rules similar to the rules of 
section 280C(a) of such Code shall apply. 

(3) CREDIT TO BE PART OF GENERAL BUSINESS 
CREDIT.—The credit allowed under this sec-
tion shall be added to the current year busi-
ness credit under section 38(b) of such Code 
and shall be treated as a credit allowed 
under subpart D of part IV of subchapter A of 
such Code. 

(c) QUALIFIED EMPLOYEE.—For purposes of 
this section, the term ‘‘qualified employee’’ 
means, with respect to any month, an indi-
vidual— 

(1) who had a principal residence (as de-
fined in section 121 of the Internal Revenue 
Code of 1986) in the Hurricane Katrina dis-
aster area (as defined in section 1400N(2) of 
such Code) on August 28, 2005, and 

(2) who performs not less than 80 percent of 
the employment services for a qualified em-
ployer in the Hurricane Katrina disaster 
area (as so defined). 

(d) QUALIFIED EMPLOYER.—For purposes of 
this section, the term ‘‘qualified employer’’ 
means any employer with a trade or business 
located in the Hurricane Katrina disaster 
area (as so defined). 

(e) APPLICATION OF SECTION.—This section 
shall apply to lodging provided— 

(1) after the date of the enactment of this 
Act, and 

(2) before the date which is 1 year after the 
date of the enactment of this Act. 
SEC. 105. HOMELESSNESS PREVENTION. 

Notwithstanding any other provision of 
law, the Director of the Federal Emergency 
Management Agency (referred to in this sec-
tion as the ‘‘Director’’) shall not cease to 
make payments for hotel or motel accom-
modations, or for other short-term tem-
porary housing, on behalf of a victim of Hur-
ricane Katrina or Hurricane Rita who was 
being assisted in that manner as of Novem-
ber 14, 2005 (referred to in this section as an 
‘‘eligible victim’’), until such time as the Di-
rector determines that— 

(1) the eligible victim has located a habit-
able home; 

(2) the Director has provided financial as-
sistance to the eligible victim for use in relo-
cating to that home, and the eligible victim 
has so relocated; and 

(3) the eligible victim is able to afford the 
rent for that home, either with resources of 
the eligible victim or through the use of as-
sistance payments from the Director (and, in 
the case of a victim who can afford that 
home only through the use of those assist-
ance payments, that the Director has pro-
vided the assistance payments for a period of 
at least 90 days). 
SEC. 106. SENSE OF THE SENATE. 

It is the sense of the Senate that Congress 
should develop and provide funding for solu-
tions necessary to address the lack of supply 
of affordable housing in areas devastated by 
Hurricane Katrina and Hurricane Rita. 

SA 2644. Ms. LANDRIEU submitted 
an amendment intended to be proposed 
by her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
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SEC. ll. TREATMENT OF BIOFUEL PRODUCTION 

FACILITIES AS EXEMPT FACILITY 
BOND. 

(a) IN GENERAL.—Subsection (a) of section 
142 (relating to exempt facility bond) is 
amended by striking ‘‘or’’ at the end of para-
graph (14), by striking the period at the end 
of paragraph (15) and inserting ‘‘, or’’ and by 
adding at the end the following new para-
graph: 

‘‘(16) biofuel production facilities.’’. 
(b) BIOFUEL PRODUCTION FACILITIES.—Sec-

tion 142 is amended by adding at the end the 
following: 

‘‘(n) BIOFUEL PRODUCTION FACILITIES.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)(16), the term ‘biofuel production 
facilities’ means any facility for the produc-
tion of any transportation fuel and related 
byproducts from biomass. 

‘‘(2) BIOMASS DEFINED.—For purposes of 
paragraph (1), the term ‘biomass’ means any 
organic matter that is available on a renew-
able or recurring basis, including agricul-
tural crops and trees, wood and wood wastes 
and residues, plants (including aquatic 
plants), grasses, residues, fibers, and animal 
wastes, municipal wastes, and other waste 
materials.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section apply to bonds issued 
after the date of enactment of this Act. 

SA 2645. Mr. COLEMAN (for himself 
and Mr. PRYOR) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; which was 
ordered to lie on the table; as follows: 

At the end of title IV, insert the following: 
SEC. ll. WEATHERIZATION ASSISTANCE CRED-

IT. 
(a) IN GENERAL.—Subpart D of Part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by inserting 
after section 45M the following new section: 
‘‘SEC. 45N. WEATHERIZATION ASSISTANCE CRED-

IT. 
‘‘(a) GENERAL RULE.—For purposes of sec-

tion 38, in the case of a utility, the amount 
of the weatherization assistance credit deter-
mined under this section for the taxable year 
shall be an amount equal to 20 percent of the 
qualified weatherization assistance expenses. 

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion: 

‘‘(1) WEATHERIZATION ASSISTANCE EX-
PENSES.—The term ‘weatherization assist-
ance expenses’ means amounts— 

‘‘(A) paid by the taxpayer— 
‘‘(i) to an entity that is described in sec-

tion 415(b)(2) of the Energy Conservation and 
Production Act (42 U.S.C. 6865(b)(2)), that re-
ceives funds from the Department of Energy 
Weatherization Assistance Program as such 
an entity, and that uses the taxpayer’s 
amounts for the installation of energy effi-
ciency improvements in residences of low-in-
come individuals for purposes of section 
415(a)(2) of the Energy Conservation and Pro-
duction Act (42 U.S.C. 6865(a)(2)), as adminis-
tered by the Department of Energy, or 

‘‘(ii) to a State weatherization agency for 
use by such agency in its program that en-
hances or extends the Department of Ener-
gy’s program described in subparagraph (A), 
and 

‘‘(B) certified to the taxpayer by a State 
weatherization agency as paid to one or 
more entities described in subparagraph 
(A)(i) or to such agency described in subpara-
graph (A)(ii). 

‘‘(2) QUALIFIED WEATHERIZATION ASSISTANCE 
EXPENSES.—The term ‘qualified weatheriza-
tion assistance expenses’ means— 

‘‘(A) with respect to the first 5 taxable 
years ending after the date of enactment of 
this section, the weatherization assistance 
expenses for each such year, and 

‘‘(B) with respect to a taxable year after 
the fifth taxable year ending after the date 
of enactment of this section, the excess (if 
any) of the weatherization assistance ex-
penses for such year over the weatherization 
assistance expenses for the fifth taxable year 
preceding such year. 

‘‘(3) UTILITY.—The term ‘utility’ means a 
corporation that is engaged in the sale of 
electric energy or gas and is described in sec-
tion 7701(a)(33)(A). 

‘‘(4) STATE WEATHERIZATION AGENCY.—The 
term ‘State weatherization agency’ means 
the department, agency, board, or other enti-
ty of a State that is authorized by such 
State to administer the weatherization pro-
gram described in section 415 of the Energy 
Conservation and Production Act (42 U.S.C. 
6865). 

‘‘(c) REGULATIONS.—The Secretary shall 
prescribe regulations necessary to carry out 
the purposes of this section.’’. 

(b) CREDIT TREATED AS PART OF GENERAL 
BUSINESS CREDIT.—Section 38(b) (relating to 
current year business credit) is amended by 
striking ‘‘and’’ at the end of paragraph (25), 
striking the period at the end of paragraph 
(26), and inserting ‘‘, and’’, and by inserting 
after paragraph (26) the following new para-
graph: 

‘‘(27) the weatherization assistance credit 
determined under section 45N(a).’’. 

(c) CONFORMING AMENDMENT.—The table of 
sections for Subpart D of Part IV of sub-
chapter A of chapter 1 (relating to business 
related credits) is amended by adding after 
the item relating to section 45M the fol-
lowing new item: 
‘‘45N. Weatherization assistance credit’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to weather-
ization assistance expenses (within the 
meaning of section 45N of the Internal Rev-
enue Code of 1986) paid or incurred in taxable 
years ending after the date of enactment of 
this Act. 

SA 2646. Ms. MURKOWSKI submitted 
an amendment intended to be proposed 
by her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, add the following: 
SEC. ll. INCOME AVERAGING FOR CERTAIN PU-

NITIVE DAMAGE AWARD RECIPI-
ENTS. 

(a) IN GENERAL.—For purposes of section 
1301 of the Internal Revenue Code of 1986— 

(1) any individual who receives any puni-
tive damage award as a plaintiff in the 
Exxon Valdez oil spill litigation (Case No. 
A89-095-CV (HRH)) in any taxable year shall 
be treated as engaged in a fishing business 
(determined without regard to the commer-
cial nature of the business), and 

(2) income which is attributable to such 
award shall be treated as income attrib-
utable to such a fishing business for such 
taxable year. 

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

SA 2647. Mr. GRASSLEY (for himself 
and Mr. BAUCUS) proposed an amend-
ment to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 

the budget for fiscal year 2006; as fol-
lows: 

Beginning on page 63, line 18, strike all 
through page 64, line 15, and insert the fol-
lowing: 
SEC. 212. EXTENSION AND INCREASE IN MIN-

IMUM TAX RELIEF TO INDIVIDUALS. 
(a) IN GENERAL.—Section 55(d)(1) is amend-

ed— 
(1) by striking ‘‘$58,000’’ and all that fol-

lows through ‘‘2005’’ in subparagraph (A) and 
inserting ‘‘$62,550 in the case of taxable years 
beginning in 2006’’, and 

(2) by striking ‘‘$40,250’’ and all that fol-
lows through ‘‘2005’’ in subparagraph (B) and 
inserting ‘‘$42,500 in the case of taxable years 
beginning in 2006’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

Beginning on page 69, line 6, strike all 
through page 71, line 13, and insert the fol-
lowing: 

(d) EXPANSION OF CREDIT TO EXPENSES OF 
GENERAL COLLABORATIVE RESEARCH CON-
SORTIA.—Section 41 is amended— 

(1) by striking ‘‘an energy research consor-
tium’’ in subsections (a)(3) and (b)(3)(C)(i) 
and inserting ‘‘a research consortium’’, 

(2) by striking ‘‘energy’’ each place it ap-
pears in subsection (f)(6)(A), 

(3) by inserting ‘‘or 501(c)(6)’’ after ‘‘section 
501(c)(3)’’ in subsection (f)(6)(A)(i)(I), and 

(4) by striking ‘‘ENERGY RESEARCH’’ in the 
heading for subsection (f)(6)(A) and inserting 
‘‘RESEARCH’’ . 

Beginning on page 267, line 12, strike all 
through page 268, line 15, and insert the fol-
lowing: 

(b) APPLICABLE PENALTY.—For purposes of 
this section, the term ‘‘applicable penalty’’ 
means any penalty, addition to tax, or fine 
imposed under chapter 68 of the Internal 
Revenue Code of 1986. 

(c) EFFECTIVE DATE.—The provisions of 
this section shall apply to interest, pen-
alties, additions to tax, and fines with re-
spect to any taxable year if, as of the date of 
the enactment of this Act, the assessment of 
any tax, penalty, or interest with respect to 
such taxable year is not prevented by the op-
eration of any law or rule of law. 

On page 310, between lines 10 and 11, insert 
the following: 

(b) LEASES TO FOREIGN ENTITIES.—Section 
849(b) of the American Jobs Creation Act of 
2004, as amended by subsection (a), is amend-
ed by adding at the end the following new 
paragraph: 

‘‘(3) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2005, with respect to leases en-
tered into on or before March 12, 2004.’’. 

On page 310, line 11, strike ‘‘(b)’’ and insert 
‘‘(c)’’. 

On page 320, in the table following line 17, 
strike ‘‘119.5’’ and insert ‘‘120’’. 

On page 322, line 24, insert ‘‘which has an 
average daily worldwide production of crude 
oil of at least 500,000 barrels for the taxable 
year and’’ 

SA 2648. Mr. ROBERTS submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 235, between lines 13 and 14, insert 
the following: 
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SEC. 405. EXCLUSION OF CERTAIN AMOUNTS 

FROM INCOME FOR PURPOSES OF 
ELIGIBILITY FOR FEDERALLY AS-
SISTED LOW-INCOME HOUSING PRO-
GRAMS. 

The Department of Housing and Urban De-
velopment Act (42 U.S.C. 3537a) is amended 
by inserting after section 12 the following 
new section: 
‘‘SEC. 13. EXCLUSION OF CERTAIN AMOUNTS 

FROM INCOME. 
‘‘(a) IN GENERAL.—Notwithstanding any 

other provision of law, amounts received by 
a member of the Armed Forces under section 
403 of title 37, United States Code, as a basic 
allowance for housing may not be treated as 
income for purposes of determining, for pur-
poses of any program of the Department of 
Housing and Urban Development (unless a 
request is made by such member for the re-
ceipt of rental assistance under any such 
program to be treated as such income) or 
any other agency of the Federal Government 
for housing assistance (including any pro-
gram for grants, loans, subsidies, advances, 
guarantees, credits, tax-exempt bonds, or 
other financial assistance), the eligibility of 
the member or the member’s family, or a de-
pendent of the member or such dependent’s 
family, for— 

‘‘(1) assistance under such program; or 
‘‘(2) occupancy in any dwelling unit in any 

building or project for which assistance 
under such program is provided— 

‘‘(A) to the member or the member’s fam-
ily, or a dependent of the member or such de-
pendent’s family directly; or 

‘‘(B) to the owner of such building or 
project. 

‘‘(b) OPT OUT.—Each State housing author-
ity may, without penalty, determine if it 
will provide the exclusion described in sub-
section (a) to members of the Armed 
Forces.’’. 

SA 2649. Mr. MARTINEZ (for himself 
and Mr. NELSON of Florida) submitted 
an amendment intended to be proposed 
by him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 16, line 23, strike ‘‘or Mississippi’’ 
and insert ‘‘Mississippi, Florida, or Texas’’ 

On page 17, line 7, strike ‘‘Gulf Opportunity 
Zone’’ and insert ‘‘Katrina, Wilma, and Rita 
Go Zones’’ 

SA 2650. Mr. FEINGOLD (for himself, 
Mr. CONRAD, Mr. CHAFEE, Mr. OBAMA, 
and Mr. SALAZAR) proposed an amend-
ment to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. PAY-AS-YOU-GO POINT OF ORDER IN 

THE SENATE. 
(a) POINT OF ORDER.— 
(1) IN GENERAL.—It shall not be in order in 

the Senate to consider any direct spending 
or revenue legislation that would increase 
the on-budget deficit or cause an on-budget 
deficit for any 1 of the 3 applicable time peri-
ods as measured in paragraphs (5) and (6). 

(2) APPLICABLE TIME PERIODS.—For pur-
poses of this subsection, the term ‘‘applica-
ble time period’’ means any 1 of the 3 fol-
lowing periods: 

(A) The first year covered by the most re-
cently adopted concurrent resolution on the 
budget. 

(B) The period of the first 5 fiscal years 
covered by the most recently adopted con-
current resolution on the budget. 

(C) The period of the 5 fiscal years fol-
lowing the first 5 fiscal years covered in the 
most recently adopted concurrent resolution 
on the budget. 

(3) DIRECT-SPENDING LEGISLATION.—For 
purposes of this subsection and except as 
provided in paragraph (4), the term ‘‘direct- 
spending legislation’’ means any bill, joint 
resolution, amendment, motion, or con-
ference report that affects direct spending as 
that term is defined by, and interpreted for 
purposes of, the Balanced Budget and Emer-
gency Deficit Control Act of 1985. 

(4) EXCLUSION.—For purposes of this sub-
section, the terms ‘‘direct-spending legisla-
tion’’ and ‘‘revenue legislation’’ do not in-
clude— 

(A) any concurrent resolution on the budg-
et; or 

(B) any provision of legislation that affects 
the full funding of, and continuation of, the 
deposit insurance guarantee commitment in 
effect on the date of enactment of the Budg-
et Enforcement Act of 1990. 

(5) BASELINE.—Estimates prepared pursu-
ant to this section shall— 

(A) use the baseline surplus or deficit used 
for the most recently adopted concurrent 
resolution on the budget; and 

(B) be calculated under the requirements 
of subsections (b) through (d) of section 257 
of the Balanced Budget and Emergency Def-
icit Control Act of 1985 for fiscal years be-
yond those covered by that concurrent reso-
lution on the budget. 

(6) PRIOR SURPLUS.—If direct spending or 
revenue legislation increases the on-budget 
deficit or causes an on-budget deficit when 
taken individually, it must also increase the 
on-budget deficit or cause an on-budget def-
icit when taken together with all direct 
spending and revenue legislation enacted 
since the beginning of the calendar year not 
accounted for in the baseline under para-
graph (5)(A), except that direct spending or 
revenue effects resulting in net deficit reduc-
tion enacted pursuant to reconciliation in-
structions since the beginning of that same 
calendar year shall not be available. 

(b) WAIVER.—This section may be waived 
or suspended in the Senate only by the af-
firmative vote of 3⁄5 of the Members, duly 
chosen and sworn. 

(c) APPEALS.—Appeals in the Senate from 
the decisions of the Chair relating to any 
provision of this section shall be limited to 1 
hour, to be equally divided between, and con-
trolled by, the appellant and the manager of 
the bill or joint resolution, as the case may 
be. An affirmative vote of 3⁄5 of the Members 
of the Senate, duly chosen and sworn, shall 
be required to sustain an appeal of the ruling 
of the Chair on a point of order raised under 
this section. 

(d) DETERMINATION OF BUDGET LEVELS.— 
For purposes of this section, the levels of 
new budget authority, outlays, and revenues 
for a fiscal year shall be determined on the 
basis of estimates made by the Committee 
on the Budget of the Senate. 

(e) SUNSET.—This section shall expire on 
September 30, 2010. 

SA 2651. Mr. SUNUNU proposed an 
amendment to the bill S. 2020, to pro-
vide for reconciliation pursuant to sec-
tion 202(b) of the concurrent resolution 
on the budget for fiscal year 2006; as 
follows: 

At the appropriate place, insert the fol-
lowing: 

SEC. ll. REPEAL OF STATE AND LOCAL TAX EX-
EMPTION FOR FANNIE MAE AND 
FREDDIE MAC. 

(a) FANNIE MAE.—Section 309(c) of the Fed-
eral National Mortgage Association Charter 
Act (12 U.S.C. 1723a(c)) is amended to read as 
follows: 

‘‘(c) [Repealed.]’’. 
(b) FREDDIE MAC.—Section 303(e) of the 

Federal Home Loan Mortgage Corporation 
Act (12 U.S.C. 1452(e)) is amended to read as 
follows: 

‘‘(e) [Repealed.]’’. 

SA 2652. Mrs. LINCOLN (for herself, 
Ms. SNOWE, Mr. OBAMA, and Mr. ROCKE-
FELLER) submitted an amendment in-
tended to be proposed by her to the bill 
S. 2020, to provide for reconciliation 
pursuant to section 202(b) of the con-
current resolution on the budget for 
fiscal year 2006; as follows: 

At the end of title IV, add the following: 
SEC. ll. $10,000 INCOME THRESHOLD USED TO 

CALCULATE REFUNDABLE PORTION 
OF CHILD TAX CREDIT. 

(a) IN GENERAL.—Section 24(d) (relating to 
portion of credit refundable) is amended— 

(1) by striking ‘‘as exceeds’’ and all that 
follows through ‘‘, or’’ in paragraph (1)(B)(i) 
and inserting ‘‘as exceeds $10,000, or’’, and 

(2) by striking paragraph (3). 
(b) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2004. 

(c) APPLICATION OF SUNSET TO THIS SEC-
TION.—Each amendment made by this sec-
tion shall be subject to title IX of the Eco-
nomic Growth and Tax Relief Reconciliation 
Act of 2001 to the same extent and in the 
same manner as the provision of such Act to 
which such amendment relates. 

SA 2653. Mr. BAUCUS (for Mr. REID 
(for himself, Mr. KERRY, Mr. LAUTEN-
BERG, Ms. SNOWE, Mr. SALAZAR, Mr. 
BINGAMAN, Mr. JEFFORDS, Mr. BAYH, 
Mrs. CLINTON, Mr. HARKIN, Mrs. FEIN-
STEIN, and Ms. COLLINS)) proposed an 
amendment to the bill S. 2020, to pro-
vide for reconciliation pursuant to sec-
tion 202(b) of the concurrent resolution 
on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

At the end of title IV, add the following: 

Subtitle B—Extending Tax Incentives for Re-
newable Energy Production and Energy Ef-
ficient Construction 

SECTION 411. EXTENSION OF RENEWABLE EN-
ERGY PRODUCTION CREDIT 
THROUGH 2010. 

Paragraphs (1), (2), (3), (4), (5), (6), (7), and 
(9) of section 45(d) (relating to qualified fa-
cilities) are amended by striking ‘‘2008’’ each 
place it appears and inserting ‘‘2011’’. 
SEC. 412. EXTENSION OF RENEWABLE ENERGY 

INVESTMENT TAX CREDIT THROUGH 
2010. 

Paragraphs (2)(A)(i)(II) and (3)(A)(ii) (relat-
ing to energy credit) is amended by striking 
‘‘2008’’ both places it appears and inserting 
‘‘2011’’. 
SEC. 413. EXTENSION OF CLEAN RENEWABLE EN-

ERGY BONDS THROUGH 2010. 
Section 54(m) (relating to termination) is 

amended by striking ‘‘2007’’ and inserting 
‘‘2010’’. 
SEC. 414. EXTENSION OF ENERGY EFFICIENT 

COMMERCIAL BUILDINGS DEDUC-
TION THROUGH 2010. 

Section 179D(h) (relating to termination) is 
amended by striking ‘‘2007’’ and inserting 
‘‘2010’’. 
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SEC. 415. EXTENSION OF NEW ENERGY EFFI-

CIENT HOME CREDIT THROUGH 2010. 
Section 45L(g) (relating to termination) is 

amended by striking ‘‘2007’’ and inserting 
‘‘2010’’. 
SEC. 416. EXTENSION OF RESIDENTIAL RENEW-

ABLE ENERGY EFFICIENT PROP-
ERTY CREDIT THROUGH 2010. 

Section 25D(g) is amended to read as fol-
lows: 

‘‘(a) TERMINATION.—The credit allowed 
under this section shall not apply to— 

‘‘(1) property described in paragraph (1) or 
(2) of subsection (d) placed in service after 
December 31, 2010, and 

‘‘(2) property described in subsection (d)(3) 
placed in service after December 31, 2007.’’. 
SEC. 417. EXTENSION OF NONBUSINESS ENERGY 

PROPERTY CREDIT THROUGH 2010. 
Section 25C(g) (relating to termination) is 

amended by striking ‘‘2007’’ and inserting 
‘‘2010’’. 
SEC. 418. MODIFICATIONS OF EFFECTIVE DATES 

OF LEASING PROVISIONS OF THE 
AMERICAN JOBS CREATION ACT OF 
2004. 

(a) IN GENERAL.—Section 849(b) of the 
American Jobs Creation Act of 2004 is 
amended by adding at the end the following 
new paragraph: 

‘‘(5) LEASES TO FOREIGN ENTITIES.—In the 
case of tax-exempt use property leased to a 
tax-exempt entity which is a foreign person 
or entity, the amendments made by this part 
shall apply to taxable years beginning after 
December 31, 2004, with respect to leases en-
tered into on or before March 12, 2004.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the enactment of the American 
Jobs Creation Act of 2004. 

SA 2654. Mr. GRASSLEY proposed an 
amendment to the bill S. 2020, to pro-
vide for reconciliation pursuant to sec-
tion 202(b) of the concurrent resolution 
on the budget for fiscal year 2006; as 
follows: 

At the end of title IV, add the following: 
SEC. lll. SENSE OF THE SENATE. 

(a) FINDINGS.—The Senate makes the fol-
lowing findings: 

(1) As many as 44,000,000 Americans are es-
timated to lack health insurance during the 
course of the year, many of whom are unin-
sured for a short period of time while a 
smaller number face longer periods without 
coverage. 

(2) Rising health care costs contribute to 
the problem of the uninsured and make it 
more difficult to find a simple solution to 
make health care affordable. 

(3) There is not a one-size fits all solution 
to address health care coverage issues. 

(4) Businesses have competing needs for 
their resources, including investments to en-
sure their competitiveness and providing 
health care coverage for their employees and 
dependents. 

(5) Lower tax rates on dividends and cap-
ital gains saved 24,000,000 families an average 
of nearly $950 on their 2004 taxes, including 
about 7,000,000 seniors who saved, on average, 
$1,230 each. 

(6) These pro-growth tax cuts have spurred 
economic development and job creation and 
have been partly responsible for an increase 
in tax receipts. 

(7) Of the more than 30,000,000 tax returns 
that included dividend income, those with 
adjusted gross income of less than $75,000 ac-
counted for 64 percent, or over 19,000,000 of 
such returns. 

(8) Of the nearly 23,000,000 tax returns that 
included capital gains, 62 percent of these re-
turns, or about 14,000,000, had less than 
$75,000 in adjusted gross income. 

(9) Allowing taxes to increase will make it 
harder for employers and individuals to af-
ford health care insurance, leading to more 
individuals without health insurance. 

(b) SENSE OF THE SENATE.—It is the sense 
of the Senate that the Senate should— 

(1) prevent an increase in taxes on millions 
of Americans by not allowing the tax policy 
enacted in 2003 to expire; and 

(2) extend tax policies that have proven to 
enhance economic growth, create jobs, and 
improve business’ and individuals’ ability to 
afford health insurance coverage; and 

(3) address the multiple aspects of our Na-
tion’s health care crisis, including the need 
to make health care more affordable, to ex-
pand coverage, and to strengthen the health 
care safety net by— 

(A) promoting the use of health care tech-
nology, which will help reduce medical er-
rors that contribute to higher costs and pro-
mote greater efficiency in care delivery; 

(B) providing new financial assistance and 
tax credits to make health insurance more 
affordable; 

(C) creating financial incentives for young 
adults to purchase lifetime, portable health 
insurance; 

(D) expanding health insurance coverage 
options for low-income entrepreneurs and 
self-employed individuals; 

(E) increasing access to specialty care 
within the health care safety net by pro-
viding a tax deduction to physician special-
ists who provide care for patients referred 
from health care safety net providers; 

(F) reducing regulatory burdens on health 
care safety net providers that lead to higher 
administrative costs and a diversion of funds 
that could be spent on patient care; and 

(G) improving outreach efforts to maxi-
mize participation of eligible beneficiaries in 
Federal health care safety net programs. 

SA 2655. Mr. CRAIG (for himself and 
Mr. ROCKEFELLER) submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. SENSE OF CONGRESS REGARDING 

DOHA ROUND. 
(a) FINDINGS.—The Congress makes the fol-

lowing findings: 
(1) Members of the World Trade Organiza-

tion (WTO) are currently engaged in a round 
of trade negotiations known as the Doha De-
velopment Agenda (Doha Round). 

(2) The Doha Round includes negotiations 
aimed at clarifying and improving dis-
ciplines under the Agreement on Implemen-
tation of Article VI of the General Agree-
ment on Tariffs and Trade 1994 (Antidumping 
Agreement) and the Agreement on Subsidies 
and Countervailing Measures (Subsidies 
Agreement). 

(3) The WTO Ministerial Declaration 
adopted on November 14, 2001 (WTO Paper 
No. WT/MIN(01)/DEC/1) specifically provides 
that the Doha Round negotiations are to pre-
serve the ‘‘basic concepts, principles and ef-
fectiveness’’ of the Antidumping Agreement 
and the Subsidies Agreement. 

(4) In section 2102(b)(14)(A) of the Bipar-
tisan Trade Promotion Authority Act of 2002, 
the Congress mandated that the principal ne-
gotiating objective of the United States with 
respect to trade remedy laws was to ‘‘pre-
serve the ability of the United States to en-
force rigorously its trade laws . . . and avoid 
agreements that lessen the effectiveness of 
domestic and international disciplines on 

unfair trade, especially dumping and sub-
sidies’’. 

(5) The countries that have been the most 
persistent and egregious violators of inter-
national fair trade rules are engaged in an 
aggressive effort to significantly weaken the 
disciplines provided in the Antidumping 
Agreement and the Subsidies Agreement and 
undermine the ability of the United States 
to effectively enforce its trade remedy laws. 

(6) Chronic violators of fair trade dis-
ciplines have put forward proposals that 
would substantially weaken United States 
trade remedy laws and practices, including 
mandating that unfair trade orders termi-
nate after a set number of years even if un-
fair trade and injury are likely to recur, 
mandating that trade remedy duties reflect 
less than the full margin of dumping or sub-
sidization, mandating higher de minimis lev-
els of unfair trade, making cumulation of the 
effects of imports from multiple countries 
more difficult in unfair trade investigations, 
outlawing the critical practice of ‘‘zeroing’’ 
in antidumping investigations, mandating 
the weighing of causes, and mandating other 
provisions that make it more difficult to 
prove injury. 

(7) United States trade remedy laws have 
already been significantly weakened by nu-
merous unjust and activist WTO dispute set-
tlement decisions which have created new 
obligations to which the United States never 
agreed. 

(8) Trade remedy laws remain a critical re-
source for American manufacturers, agricul-
tural producers, and aquacultural producers 
in responding to closed foreign markets, sub-
sidized imports, and other forms of unfair 
trade, particularly in the context of the 
challenges currently faced by these vital sec-
tors of the United States economy. 

(9) The United States had a current ac-
count trade deficit of approximately 
$668,000,000,000 in 2004, including a trade def-
icit of almost $162,000,000,000 with China 
alone, as well as a trade deficit of 
$40,000,000,000 in advanced technology. 

(10) United States manufacturers have lost 
over 3,000,000 jobs since June 2000, and United 
States manufacturing employment is cur-
rently at its lowest level since 1950. 

(11) Many industries critical to United 
States national security are at severe risk 
from unfair foreign competition. 

(12) The Congress strongly believes that 
the proposals put forward by countries seek-
ing to undermine trade remedy disciplines in 
the Doha Round would result in serious harm 
to the United States economy, including sig-
nificant job losses and trade disadvantages. 

(b) SENSE OF CONGRESS.—It is the sense of 
Congress that— 

(1) the United States should not be a signa-
tory to any agreement or protocol with re-
spect to the Doha Development Round of the 
World Trade Organization negotiations, or 
any other bilateral or multilateral trade ne-
gotiations, that— 

(A) adopts any proposal to lessen the effec-
tiveness of domestic and international dis-
ciplines on unfair trade or safeguard provi-
sions, including proposals— 

(i) mandating that unfair trade orders ter-
minate after a set number of years even if 
unfair trade and injury are likely to recur; 

(ii) mandating that trade remedy duties re-
flect less than the full margin of dumping or 
subsidization; 

(iii) mandating higher de minimis levels of 
unfair trade; 

(iv) making cumulation of the effects of 
imports from multiple countries more dif-
ficult in unfair trade investigations; 

(v) outlawing the critical practice of ‘‘zero-
ing’’ in antidumping investigations; or 
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(vi) mandating the weighing of causes or 

other provisions making it more difficult to 
prove injury in unfair trade cases; and 

(B) would lessen in any manner the ability 
of the United States to enforce rigorously its 
trade laws, including the antidumping, coun-
tervailing duty, and safeguard laws; 

(2) the United States trade laws and inter-
national rules appropriately serve the public 
interest by offsetting injurious unfair trade, 
and that further ‘‘balancing modifications’’ 
or other similar provisions are unnecessary 
and would add to the complexity and dif-
ficulty of achieving relief against injurious 
unfair trade practices; and 

(3) the United States should ensure that 
any new agreement relating to international 
disciplines on unfair trade or safeguard pro-
visions fully rectifies and corrects decisions 
by WTO dispute settlement panels or the Ap-
pellate Body that have unjustifiably and 
negatively impacted, or threaten to nega-
tively impact, United States law or practice, 
including a law or practice with respect to 
foreign dumping or subsidization. 

SA 2656. Ms. SNOWE (for herself and 
Ms. COLLINS) submitted an amendment 
intended to be proposed by her to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

On page 321, strike line 1 and all that fol-
lows through page 323, line 6, and insert the 
following: 
SEC. ll. INCREASED LIHEAP FUNDING FOR 2006. 

With respect to fiscal year 2006, in addition 
to amounts appropriated under any other 
provision of law, for making payments under 
title XXVI of the Omnibus Budget Reconcili-
ation Act of 1981 (42 U.S.C. 8621 et seq.), 
$2,920,000,000, shall be appropriated to dis-
tribute funds to all the States in accordance 
with section 2604 of that Act (42 U.S.C. 8623) 
(other than subsection (e) of such section). 
SEC.ll. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
DUAL CAPACITY TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States) is amended 
by redesignating subsection (m) as sub-
section (n) and by inserting after subsection 
(l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
to a foreign country or possession of the 
United States for any period shall not be 
considered a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 
possession were applicable to such dual ca-
pacity taxpayer. 

Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 
SEC. ll. RULES RELATING TO FOREIGN OIL AND 

GAS INCOME. 
(a) SEPARATE BASKET FOR FOREIGN TAX 

CREDIT.— 
(1) YEARS BEFORE 2007.—Paragraph (1) of 

section 904(d) (relating to separate applica-
tion of section with respect to certain cat-
egories of income), as in effect for years be-
ginning before 2007, is amended by striking 
‘‘and’’ at the end of subparagraph (H), by re-
designating subparagraph (I) as subpara-
graph (J), and by inserting after subpara-
graph (H) the following new subparagraph: 

‘‘(I) foreign oil and gas income, and’’. 
(2) 2007 AND AFTER.—Paragraph (1) of sec-

tion 904(d), as in effect for years beginning 
after 2006, is amended by striking ‘‘and’’ at 
the end of subparagraph (A), by striking the 
period at the end of subparagraph (B) and in-
serting ‘‘, and’’, and by adding at the end the 
following: 

‘‘(C) foreign oil and gas income.’’ 
(b) DEFINITION.— 
(1) YEARS BEFORE 2007.—Paragraph (2) of 

section 904(d), as in effect for years begin-
ning before 2007, is amended by redesignating 
subparagraphs (H) and (I) as subparagraphs 
(I) and (J), respectively, and by inserting 
after subparagraph (G) the following new 
subparagraph: 

‘‘(H) FOREIGN OIL AND GAS INCOME.—The 
term ‘foreign oil and gas income’ has the 
meaning given such term by section 954(g).’’ 

(2) 2007 AND AFTER.—Section 904(d)(2), as in 
effect for years after 2006, is amended by re-
designating subparagraphs (J) and (K) as 
subparagraphs (K) and (L) and by inserting 
after subparagraph (I) the following: 

‘‘(J) FOREIGN OIL AND GAS INCOME.—For 
purposes of this section— 

‘‘(i) IN GENERAL.—The term ‘foreign oil and 
gas income’ has the meaning given such 
term by section 954(g). 

‘‘(ii) COORDINATION.—Passive category in-
come and general category income shall not 
include foreign oil and gas income (as so de-
fined).’’ 

(c) CONFORMING AMENDMENTS.— 
(1) Section 904(d)(3)(F)(i) is amended by 

striking ‘‘or (E)’’ and inserting ‘‘(E), or (I)’’. 
(2) Section 907(a) is hereby repealed. 
(3) Section 907(c)(4) is hereby repealed. 
(4) Section 907(f) is hereby repealed. 
(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxable years be-

ginning after the date of the enactment of 
this Act. 

(2) YEARS AFTER 2006.—The amendments 
made by paragraphs (1)(B) and (2)(B) shall 
apply to taxable years beginning after De-
cember 31, 2006. 

(3) TRANSITIONAL RULES.— 
(A) SEPARATE BASKET TREATMENT.—Any 

taxes paid or accrued in a taxable year be-
ginning on or before the date of the enact-
ment of this Act, with respect to income 
which was described in subparagraph (I) of 
section 904(d)(1) of such Code (as in effect on 
the day before the date of the enactment of 
this Act), shall be treated as taxes paid or 
accrued with respect to foreign oil and gas 
income to the extent the taxpayer estab-
lishes to the satisfaction of the Secretary of 
the Treasury that such taxes were paid or ac-
crued with respect to foreign oil and gas in-
come. 

(B) CARRYOVERS.—Any unused oil and gas 
extraction taxes which under section 907(f) of 
such Code (as so in effect) would have been 
allowable as a carryover to the taxpayer’s 
first taxable year beginning after the date of 
the enactment of this Act (without regard to 
the limitation of paragraph (2) of such sec-
tion 907(f) for first taxable year) shall be al-
lowed as carryovers under section 904(c) of 
such Code in the same manner as if such 
taxes were unused taxes under such section 
904(c) with respect to foreign oil and gas ex-
traction income. 

(C) LOSSES.—The amendment made by sub-
section (c)(3) shall not apply to foreign oil 
and gas extraction losses arising in taxable 
years beginning on or before the date of the 
enactment of this Act. 
SEC. ll. REVALUATION OF LIFO INVENTORIES 

OF LARGE INTEGRATED OIL COMPA-
NIES. 

(a) GENERAL RULE.—Notwithstanding any 
other provision of law, if a taxpayer is an ap-
plicable integrated oil company for its last 
taxable year ending in calendar year 2005, 
the taxpayer shall— 

(1) increase, effective as of the close of 
such taxable year, the value of each historic 
LIFO layer of inventories of crude oil, nat-
ural gas, or any other petroleum product 
(within the meaning of section 4611) by the 
layer adjustment amount, and 

(2) decrease its cost of goods sold for such 
taxable year by the aggregate amount of the 
increases under paragraph (1). 
If the aggregate amount of the increases 
under paragraph (1) exceed the taxpayer’s 
cost of goods sold for such taxable year, the 
taxpayer’s gross income for such taxable 
year shall be increased by the amount of 
such excess. 

(b) LAYER ADJUSTMENT AMOUNT.—For pur-
poses of this section— 

(1) IN GENERAL.—The term ‘‘layer adjust-
ment amount’’ means, with respect to any 
historic LIFO layer, the product of— 

(A) $24.00, and 
(B) the number of barrels of crude oil (or in 

the case of natural gas or other petroleum 
products, the number of barrel-of-oil equiva-
lents) represented by the layer. 

(2) BARREL-OF-OIL EQUIVALENT.—The term 
‘‘barrel-of-oil equivalent’’ has the meaning 
given such term by section 29(d)(5) (as in ef-
fect before its redesignation by the Energy 
Tax Incentives Act of 2005). 

(c) APPLICATION OF REQUIREMENT.— 
(1) NO CHANGE IN METHOD OF ACCOUNTING.— 

Any adjustment required by this section 
shall not be treated as a change in method of 
accounting. 

(2) UNDERPAYMENTS OF ESTIMATED TAX.—No 
addition to the tax shall be made under sec-
tion 6655 of the Internal Revenue Code of 1986 
(relating to failure by corporation to pay es-
timated tax) with respect to any under-
payment of an installment required to be 
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paid with respect to the taxable year de-
scribed in subsection (a) to the extent such 
underpayment was created or increased by 
this section. 

(d) APPLICABLE INTEGRATED OIL COM-
PANY.—For purposes of this section, the term 
‘‘applicable integrated oil company’’ means 
an integrated oil company (as defined in sec-
tion 291(b)(4) of the Internal Revenue Code of 
1986) which had gross receipts in excess of 
$1,000,000,000 for its last taxable year ending 
during calendar year 2005 and which has an 
average daily worldwide production of crude 
oil of at least 250,000 barrels for such taxable 
year. For purposes of this subsection, all per-
sons treated as a single employer under sub-
sections (a) and (b) of section 52 of the Inter-
nal Revenue Code of 1986 shall be treated as 
1 person and, in the case of a short taxable 
year, the rule under section 448(c)(3)(B) shall 
apply. 

SA 2657. Mr. ROCKEFELLER (for 
himself, Mr. HATCH, Mr. BOND, Ms. MI-
KULSKI, Mr. LOTT, Ms. SNOWE, and Mrs. 
FEINSTEIN) submitted an amendment 
intended to be proposed by him to the 
bill S. 2020, to provide for reconcili-
ation pursuant to section 202(b) of the 
concurrent resolution on the budget for 
fiscal year 2006; which was ordered to 
lie on the table; as follows: 

At the end of title IV, insert the following: 
SECTION ll. EXCLUSION OF GAIN FROM SALE 

OF A PRINCIPAL RESIDENCE BY 
CERTAIN EMPLOYEES OF THE IN-
TELLIGENCE COMMUNITY. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 121(d)(9) (relating to exclusion of gain 
from sale of principal residence) is amended 
by striking ‘‘duty’’ and all that follows and 
inserting ‘‘duty— 

‘‘(i) as a member of the uniformed services, 
‘‘(ii) as a member of the Foreign Service of 

the United States, or 
‘‘(iii) as an employee of the intelligence 

community.’’. 
(b) EMPLOYEE OF INTELLIGENCE COMMUNITY 

DEFINED.—Subparagraph (C) of section 
121(d)(9) is amended by redesignating clause 
(iv) as clause (v) and by inserting after 
clause (iii) the following new clause: 

‘‘(iv) EMPLOYEE OF INTELLIGENCE COMMU-
NITY.—The term ‘employee of the intel-
ligence community’ means an employee (as 
defined by section 2105 of title 5, United 
States Code) of— 

‘‘(I) the Office of the Director of National 
Intelligence, 

‘‘(II) the Central Intelligence Agency, 
‘‘(III) the National Security Agency, 
‘‘(IV) the Defense Intelligence Agency, 
‘‘(V) the National Geospatial-Intelligence 

Agency, 
‘‘(VI) the National Reconnaissance Office, 
‘‘(VII) any other office within the Depart-

ment of Defense for the collection of special-
ized national intelligence through reconnais-
sance programs, 

‘‘(VIII) any of the intelligence elements of 
the Army, the Navy, the Air Force, the Ma-
rine Corps, the Federal Bureau of Investiga-
tion, the Department of Treasury, the De-
partment of Energy, and the Coast Guard, 

‘‘(IX) the Bureau of Intelligence and Re-
search of the Department of State, or 

‘‘(X) any of the elements of the Depart-
ment of Homeland Security concerned with 
the analyses of foreign intelligence informa-
tion.’’. 

(c) SPECIAL RULE.—Subparagraph (C) of 
section 121(d)(9), as amended by subsection 
(b), is amended by adding at the end the fol-
lowing new clause: 

‘‘(vi) SPECIAL RULE RELATING TO INTEL-
LIGENCE COMMUNITY.—An employee of the in-

telligence community shall not be treated as 
serving on qualified extended duty unless— 

‘‘(I) for purposes of such duty such em-
ployee has moved from 1 duty station to an-
other, and 

‘‘(II) at least 1 of such duty stations is lo-
cated outside of the Washington, District of 
Columbia, and Baltimore metropolitan sta-
tistical areas (as defined by the Secretary of 
Commerce).’’. 

(d) CONFORMING AMENDMENT.—The heading 
for section 121(d)(9) is amended to read as fol-
lows: ‘‘UNIFORMED SERVICES, FOREIGN SERV-
ICE, AND INTELLIGENCE COMMUNITY’’. 

(e) EFFECTIVE DATE; SPECIAL RULE.— 
(1) EFFECTIVE DATE.—The amendments 

made by this section shall take effect as if 
included in the amendments made by section 
312 of the Taxpayer Relief Act of 1997. 

(2) WAIVER OF LIMITATIONS.—If refund or 
credit of any overpayment of tax resulting 
from the amendments made by this section 
is prevented at any time before the close of 
the 1-year period beginning on the date of 
the enactment of this Act by the operation 
of any law or rule of law (including res judi-
cata), such refund or credit may nevertheless 
be made or allowed if claim therefor is filed 
before the close of such period. 

SA 2658. Mr. DAYTON submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

At the end of the bill add the following: 
SECTION 1. VALUATION OF EMPLOYEE PER-

SONAL USE OF NONCOMMERCIAL 
AIRCRAFT. 

(a) IN GENERAL.—For purposes of Federal 
income tax inclusion, the value of any em-
ployee personal use of noncommercial air-
craft shall equal the excess (if any) of— 

(1) greater of— 
(A) the fair market value of such use, or 
(B) the actual cost of such use (including 

all fixed and variable costs), over 
(2) any amount paid by or on behalf of such 

employee for such use. 
(b) EFFECTIVE DATE.—Subsection (a) shall 

apply to * * * 

SA 2659. Mr. LAUTENBERG sub-
mitted an amendment intended to be 
proposed by him to the bill S. 2020, to 
provide for reconciliation pursuant to 
section 202(b) of the concurrent resolu-
tion on the budget for fiscal year 2006; 
which was ordered to lie on the table; 
as follows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. SENSE OF THE SENATE REGARDING 

TESTIMONY OF CERTAIN OIL COM-
PANY EXECUTIVES. 

(a) FINDINGS.—The Senate makes the fol-
lowing findings: 

(1) On November 9, 2005, the Senate Com-
mittee on Energy and Natural Resources and 
the Senate Committee on Commerce, 
Science and Transportation held a joint 
hearing on ‘‘Energy Pricing and Profits’’. 

(2) The chief executive officers of the 5 
largest oil companies appeared as witnesses 
at the joint hearing on ‘‘Energy Prices and 
Profits’’. 

(3) Section 1001 of title 18, United States 
Code, prohibits any ‘‘materially false, ficti-
tious, or fraudulent statement or representa-
tion’’ at a Senate hearing. 

(4) A White House document obtained by 
The Washington Post contradicts the testi-
mony of some of these witnesses. 

(b) SENSE OF THE SENATE.—It is the sense 
of the Senate that the Attorney General of 

the United States should promptly begin an 
investigation to determine whether the tes-
timony given by any of the oil company ex-
ecutives at the November 9, 2005, joint hear-
ing (referred to in subsection (a)(1)) violated 
section 1001 of title 18, United States Code, 
or other applicable statutes. 

SA 2660. Mr. DODD (for himself and 
Ms. MIKULSKI) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; which was 
ordered to lie on the table; as follows: 

At the end of title IV, add the following: 
SEC. 405. MODIFICATION OF TAX RATES ON CAP-

ITAL GAINS AND DIVIDENDS FOR IN-
DIVIDUALS WITH $1,000,000 OR MORE 
OF TAXABLE INCOME. 

(a) MODIFICATION OF TAX RATES ON CAPITAL 
GAINS AND DIVIDENDS FOR INDIVIDUALS WITH 
$1,000,000 OR MORE OF TAXABLE INCOME.— 

(1) IN GENERAL.—Section 1(h) is amended 
by adding at the end the following new para-
graph: 

‘‘(12) MODIFIED RATES FOR INDIVIDUALS WITH 
$1,000,000 OR MORE OF TAXABLE INCOME.—If a 
taxpayer has taxable income of $1,000,000 or 
more for any taxable year— 

‘‘(A) paragraph (11) (relating to dividends 
taxed as capital gain) shall not apply to any 
qualified dividend income of the taxpayer for 
the taxable year, and 

‘‘(B) paragraph (1)(C) shall be applied by 
substituting ‘20 percent’ for ‘15 percent’ with 
respect to the adjusted net capital gain of 
the taxpayer for the taxable year, deter-
mined by only taking into account gain or 
loss properly allocable to the portion of the 
taxable year after December 31, 2005.’’ 

(2) APPLICATION TO MINIMUM TAX.—Section 
55(b)(3) is amended by adding at the end the 
following new sentence: ‘‘In the case of a 
taxpayer with alternative minimum taxable 
income of $1,000,000 or more for any taxable 
year, the rules of section 1(h)(12) shall apply 
for purposes of this paragraph.’’ 

(3) EFFECTIVE DATES.— 
(A) CAPITAL GAINS.—Section 1(h)(12)(B) of 

the Internal Revenue Code of 1986 (as added 
by paragraph (1)) shall apply to taxable years 
beginning after December 31, 2005. 

(B) DIVIDEND RATES.—Section 1(h)(12)(A) of 
such Code (as added by paragraph (1)) shall 
apply to dividends received after December 
31, 2005. 

(4) APPLICATION OF JGTRRA SUNSET.—The 
amendment made by this subsection shall be 
subject to section 303 of the Jobs and Growth 
Tax Relief Reconciliation Act of 2003 to the 
same extent and in the same manner as the 
provision of such Act to which such amend-
ment relates. 

(b) DEDICATION OF RESULTING REVENUES.— 
(1) NO CHILD LEFT BEHIND TRUST FUND.— 

Subchapter A of chapter 98 (relating to trust 
fund code) is amended by adding at the end 
the following new section: 
‘‘SEC. 9511. NO CHILD LEFT BEHIND TRUST FUND. 

‘‘(a) CREATION OF TRUST FUND.—There is 
established in the Treasury of the United 
States a trust fund to be known as the ‘No 
Child Left Behind Trust Fund’, consisting of 
any amount appropriated or credited to the 
Trust Fund as provided in this section or 
section 9602(b). 

‘‘(b) TRANSFERS TO TRUST FUND.—There 
are hereby appropriated to the No Child Left 
Behind Trust Fund the following amounts 
equivalent to the increased revenues re-
ceived in the Treasury as the result of the 
amendment made by section 405(a) of the 
Tax Relief Act of 2005: 

‘‘(1) In the case of fiscal year 2006, 
$4,085,000,000. 
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‘‘(2) In the case of fiscal year 2007, 

$4,543,000,000. 
‘‘(3) In the case of fiscal year 2008, 

$4,725,000,000. 
‘‘(c) EXPENDITURES FROM TRUST FUND.— 

Amounts in the No Child Left Behind Trust 
Fund shall be available for fiscal years be-
ginning after 2005, as provided by appropria-
tion Acts, to carry out programs under the 
Elementary and Secondary Education Act of 
1965 in accordance with the provisions of, 
and amendments made by, the No Child Left 
Behind Act of 2001.’’. 

(2) MILITARY RESTORATION TRUST FUND.— 
Subchapter A of chapter 98 (relating to trust 
fund code), as amended by paragraph (1), is 
amended by adding at the end the following 
new section: 
‘‘SEC. 9512. MILITARY RESTORATION TRUST 

FUND. 
‘‘(a) CREATION OF TRUST FUND.—There is 

established in the Treasury of the United 
States a trust fund to be known as the ‘Mili-
tary Restoration Trust Fund’, consisting of 
any amount appropriated or credited to the 
Trust Fund as provided in this section or 
section 9602(b). 

‘‘(b) TRANSFERS TO TRUST FUND.—There 
are hereby appropriated to the Military Res-
toration Trust Fund the following amounts 
equivalent to the increased revenues re-
ceived in the Treasury as the result of the 
amendment made by section 405(a) of the 
Tax Relief Act of 2005: 

‘‘(1) In the case of fiscal year 2006, 
$4,085,000,000. 

‘‘(2) In the case of fiscal year 2007, 
$4,543,000,000. 

‘‘(3) In the case of fiscal year 2008, 
$4,725,000,000. 

‘‘(c) EXPENDITURES FROM TRUST FUND.— 
Amounts in the Military Restoration Trust 
Fund shall be available for fiscal years be-
ginning after 2005, as provided by appropria-
tion Acts, to replenish equipment and vehi-
cle stocks of the Marine Corps and the Army 
(including the National Guard and Reserve) 
that have been damaged or destroyed as a re-
sult of Operation Iraqi Freedom and Oper-
ation Enduring Freedom.’’. 

(3) CLERICAL AMENDMENTS.—The table of 
sections for such subchapter is amended by 
adding at the end the following new items: 

‘‘Sec. 9511. No Child Left Behind Trust 
Fund. 

‘‘Sec. 9512. Military Restoration Trust 
Fund.’’. 

SA 2661. Mr. DAYTON submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 235, between lines 13 and 14, insert 
the following: 
SEC. ll. VALUATION OF EMPLOYEE PERSONAL 

USE OF NONCOMMERCIAL AIR-
CRAFT. 

(a) IN GENERAL.—For purposes of Federal 
income tax inclusion, the value of any em-
ployee personal use of noncommercial air-
craft shall equal the excess (if any) of— 

(1) greater of— 
(A) the fair market value of such use, or 
(B) the actual cost of such use (including 

all fixed and variable costs), over 
(2) any amount paid by or on behalf of such 

employee for such use. 
(b) EFFECTIVE DATE.—Subsection (a) shall 

apply to use after the date of the enactment 
of this Act. 

SA 2662. Ms. COLLINS submitted an 
amendment intended to be proposed by 

her to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. SENSE OF THE SENATE REGARDING 

THE DEDICATION OF EXCESS FUNDS 
. 

It is the sense of the Senate that any in-
creases in revenues to the Treasury as a re-
sult of this Act and the amendments made 
by this Act that exceed the amounts speci-
fied in the reconciliation instructions shall 
be dedicated to the Low-Income Home En-
ergy Assistance Program, in an amount not 
to exceed the amount which is $2,900,000,000 
more than the funding levels established for 
such Program for fiscal year 2005. 

SA 2663. Mr. HATCH submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

On page 84, strike lines 20 through 25, and 
on page 85, strike lines 1 through 5. 

SA 2664. Mr. LEVIN submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
was ordered to lie on the table; as fol-
lows: 

At the end of subtitle A of title V, add the 
following: 
SEC. 504. PENALTY FOR PROMOTING ABUSIVE 

TAX SHELTERS. 
(a) PENALTY FOR PROMOTING ABUSIVE TAX 

SHELTERS.—Section 6700 (relating to pro-
moting abusive tax shelters, etc.) is amend-
ed— 

(1) by redesignating subsections (b) and (c) 
as subsections (d) and (e), respectively, 

(2) by striking ‘‘a penalty’’ and all that fol-
lows through the period in the first sentence 
of subsection (a) and inserting ‘‘a penalty de-
termined under subsection (b)’’, and 

(3) by inserting after subsection (a) the fol-
lowing new subsections: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
not exceed the greater of— 

‘‘(A) 100 percent of the gross income de-
rived (or to be derived) from such activity by 
the person or persons subject to such pen-
alty, and 

‘‘(B) if readily subject to calculation, the 
total amount of underpayment by the tax-
payer (including penalties, interest, and 
taxes) in connection with such activity. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of an activity described in subsection 
(a), each instance in which income was de-
rived by the person or persons subject to 
such penalty, and each person who partici-
pated in such an activity. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to such activity, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection. 

‘‘(c) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-

tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(b) CONFORMING AMENDMENT.—Section 
6700(a) is amended by striking the last sen-
tence. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to activities 
after the date of the enactment of this Act. 
SEC. 505. PENALTY FOR AIDING AND ABETTING 

THE UNDERSTATEMENT OF TAX LI-
ABILITY. 

(a) IN GENERAL.—Section 6701(a) (relating 
to imposition of penalty) is amended— 

(1) by striking ‘‘preparation or presen-
tation of’’ and inserting ‘‘tax liability re-
flected in’’ in paragraph (1), 

(2) by inserting ‘‘aid, assistance, procure-
ment, or advice with respect to such’’ before 
‘‘portion’’ both places it appears in para-
graphs (2) and (3), and 

(3) by inserting ‘‘instance of aid, assist-
ance, procurement, or advice or each such’’ 
before ‘‘document’’ in the matter following 
paragraph (3). 

(b) AMOUNT OF PENALTY.—Subsection (b) of 
section 6701 (relating to penalties for aiding 
and abetting understatement of tax liability) 
is amended to read as follows: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
not exceed the greater of— 

‘‘(A) 100 percent of the gross income de-
rived (or to be derived) from such aid, assist-
ance, procurement, or advice provided by the 
person or persons subject to such penalty, 
and 

‘‘(B) if readily subject to calculation, the 
total amount of underpayment by the tax-
payer (including penalties, interest, and 
taxes) in connection with the understate-
ment of the liability for tax. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of aid, assistance, procurement, or ad-
vice described in subsection (a), each in-
stance in which income was derived by the 
person or persons subject to such penalty, 
and each person who made such an under-
statement of the liability for tax. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to providing such aid, assistance, 
procurement, or advice, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection.’’. 

(c) PENALTY NOT DEDUCTIBLE.—Section 6701 
is amended by adding at the end the fol-
lowing new subsection: 

‘‘(g) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to activities 
after the date of the enactment of this Act. 

SA 2665. Mr. HARKIN (for himself 
and Mr. OBAMA) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; as follows: 

At the end of title IV, add the following: 
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SEC. ll. RESTORATION OF THE PHASEOUT OF 

PERSONAL EXEMPTIONS AND THE 
OVERALL LIMITATION ON ITEMIZED 
DEDUCTION; REDUCTION IN INCOME 
THRESHOLD USED TO CALCULATE 
REFUNDABLE PORTION OF CHILD 
TAX CREDIT. 

(a) RESTORATION OF THE PHASEOUT OF PER-
SONAL EXEMPTIONS AND THE OVERALL LIMITA-
TION ON ITEMIZED DEDUCTIONS.— 

(1) RESTORATION OF PHASEOUT OF PERSONAL 
EXEMPTIONS.— 

(A) IN GENERAL.—Paragraph (3) of section 
151(d) (relating to exemption amount) is 
amended by striking subparagraphs (E) and 
(F). 

(B) EFFECTIVE DATE.—The amendment 
made by this paragraph shall apply to tax-
able years beginning after December 31, 2005. 

(2) RESTORATION OF PHASEOUT OF OVERALL 
LIMITATION ON ITEMIZED DEDUCTIONS.— 

(A) IN GENERAL.—Section 68 is amended by 
striking subsections (f) and (g). 

(B) EFFECTIVE DATE.—The amendment 
made by this paragraph shall apply to tax-
able years beginning after December 31, 2005. 

(b) REDUCTION IN INCOME THRESHOLD USED 
TO CALCULATE REFUNDABLE PORTION OF CHILD 
TAX CREDIT.— 

(1) IN GENERAL.—Section 24(d) (relating to 
portion of credit refundable) is amended— 

(A) by striking ‘‘as exceeds’’ and all that 
follows through ‘‘, or’’ in paragraph (1)(B)(i) 
and inserting ‘‘as exceeds $9,000 (or $10,000 in 
the case of taxable years beginning in 2006), 
or’’, 

(B) by striking ‘‘2001, the $10,000 amount’’ 
in paragraph (3) and inserting ‘‘2006, the 
$9,000 amount’’, and 

(C) by striking ‘‘2000’’ in paragraph (3)(B) 
and inserting ‘‘2005’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years beginning after December 31, 2005. 

(3) APPLICATION OF SUNSET TO THIS SEC-
TION.—Each amendment made by this sub-
section shall be subject to title IX of the 
Economic Growth and Tax Relief Reconcili-
ation Act of 2001 to the same extent and in 
the same manner as the provision of such 
Act to which such amendment relates. 

SA 2666. Mr. PRYOR (for himself and 
Mr. COLEMAN) submitted an amend-
ment intended to be proposed by him 
to the bill S. 2020, to provide for rec-
onciliation pursuant to section 202(b) 
of the concurrent resolution on the 
budget for fiscal year 2006; which was 
ordered to lie on the table; as follows: 

At the appropriate place, insert the fol-
lowing: 
SEC. ll. CREDIT TO HOLDERS OF RURAL REN-

AISSANCE BONDS. 

(a) IN GENERAL.—Subpart H of part IV of 
subchapter A of chapter 1 (relating to credits 
against tax) is amended by adding at the end 
the following new section: 
‘‘SEC. 54A. CREDIT TO HOLDERS OF RURAL REN-

AISSANCE BONDS. 

‘‘(a) ALLOWANCE OF CREDIT.—In the case of 
a taxpayer who holds a rural renaissance 
bond on a credit allowance date of such bond, 
which occurs during the taxable year, there 
shall be allowed as a credit against the tax 
imposed by this chapter for such taxable 
year an amount equal to the sum of the cred-
its determined under subsection (b) with re-
spect to credit allowance dates during such 
year on which the taxpayer holds such bond. 

‘‘(b) AMOUNT OF CREDIT.— 
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a rural 
renaissance bond is 25 percent of the annual 
credit determined with respect to such bond. 

‘‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any rural renais-
sance bond is the product of— 

‘‘(A) the credit rate determined by the Sec-
retary under paragraph (3) for the day on 
which such bond was sold, multiplied by 

‘‘(B) the outstanding face amount of the 
bond. 

‘‘(3) DETERMINATION.—For purposes of para-
graph (2), with respect to any rural renais-
sance bond, the Secretary shall determine 
daily or caused to be determined daily a 
credit rate which shall apply to the first day 
on which there is a binding, written contract 
for the sale or exchange of the bond. The 
credit rate for any day is the credit rate 
which the Secretary or the Secretary’s des-
ignee estimates will permit the issuance of 
rural renaissance bonds with a specified ma-
turity or redemption date without discount 
and without interest cost to the qualified 
issuer. 

‘‘(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means— 

‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term also includes the last day on 
which the bond is outstanding. 

‘‘(5) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3- 
month period during which the bond is out-
standing. A similar rule shall apply when the 
bond is redeemed or matures. 

‘‘(c) LIMITATION BASED ON AMOUNT OF 
TAX.—The credit allowed under subsection 
(a) for any taxable year shall not exceed the 
excess of— 

‘‘(1) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(2) the sum of the credits allowable under 
this part (other than subpart C thereof, re-
lating to refundable credits). 

‘‘(d) RURAL RENAISSANCE BOND.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘rural renais-
sance bond’ means any bond issued as part of 
an issue if— 

‘‘(A) the bond is issued by a qualified 
issuer, 

‘‘(B) 95 percent or more of the proceeds 
from the sale of such issue are to be used for 
capital expenditures incurred for 1 or more 
qualified projects, 

‘‘(C) the qualified issuer designates such 
bond for purposes of this section and the 
bond is in registered form, and 

‘‘(D) the issue meets the requirements of 
subsections (e) and (h). 

‘‘(2) QUALIFIED PROJECT; SPECIAL USE 
RULES.— 

‘‘(A) IN GENERAL.—The term ‘qualified 
project’ means 1 or more projects described 
in subparagraph (B) located in a rural area. 

‘‘(B) PROJECTS DESCRIBED.—A project de-
scribed in this subparagraph is— 

‘‘(i) a water or waste treatment project, 
‘‘(ii) an affordable housing project, 
‘‘(iii) a community facility project, includ-

ing hospitals, fire and police stations, and 
nursing and assisted-living facilities, 

‘‘(iv) a value-added agriculture or renew-
able energy facility project for agricultural 
producers or farmer-owned entities, includ-
ing any project to promote the production, 
processing, or retail sale of ethanol (includ-
ing fuel at least 85 percent of the volume of 
which consists of ethanol), biodiesel, animal 

waste, biomass, raw commodities, or wind as 
a fuel, 

‘‘(v) a distance learning or telemedicine 
project, 

‘‘(vi) a rural utility infrastructure project, 
including any electric or telephone system, 

‘‘(vii) a project to expand broadband tech-
nology, 

‘‘(viii) a rural teleworks project, and 
‘‘(ix) any project described in any pre-

ceding clause carried out by the Delta Re-
gional Authority. 

‘‘(C) SPECIAL RULES.—For purposes of this 
paragraph— 

‘‘(i) any project described in subparagraph 
(B)(iv) for a farmer-owned entity may be 
considered a qualified project if such entity 
is located in a rural area, or in the case of a 
farmer-owned entity the headquarters of 
which are located in a nonrural area, if the 
project is located in a rural area, and 

‘‘(ii) any project for a farmer-owned entity 
which is a facility described in subparagraph 
(B)(iv) for agricultural producers may be 
considered a qualified project regardless of 
whether the facility is located in a rural or 
nonrural area. 

‘‘(3) SPECIAL USE RULES.— 
‘‘(A) REFINANCING RULES.—For purposes of 

paragraph (1)(B), a qualified project may be 
refinanced with proceeds of a rural renais-
sance bond only if the indebtedness being re-
financed (including any obligation directly 
or indirectly refinanced by such indebted-
ness) was originally incurred after the date 
of the enactment of this section. 

‘‘(B) REIMBURSEMENT.—For purposes of 
paragraph (1)(B), a rural renaissance bond 
may be issued to reimburse a borrower for 
amounts paid after the date of the enact-
ment of this section with respect to a quali-
fied project, but only if— 

‘‘(i) prior to the payment of the original 
expenditure, the borrower declared its intent 
to reimburse such expenditure with the pro-
ceeds of a rural renaissance bond, 

‘‘(ii) not later than 60 days after payment 
of the original expenditure, the qualified 
issuer adopts an official intent to reimburse 
the original expenditure with such proceeds, 
and 

‘‘(iii) the reimbursement is made not later 
than 18 months after the date the original 
expenditure is paid. 

‘‘(C) TREATMENT OF CHANGES IN USE.—For 
purposes of paragraph (1)(B), the proceeds of 
an issue shall not be treated as used for a 
qualified project to the extent that a bor-
rower takes any action within its control 
which causes such proceeds not to be used 
for a qualified project. The Secretary shall 
prescribe regulations specifying remedial ac-
tions that may be taken (including condi-
tions to taking such remedial actions) to 
prevent an action described in the preceding 
sentence from causing a bond to fail to be a 
rural renaissance bond. 

‘‘(e) MATURITY LIMITATIONS.— 
‘‘(1) DURATION OF TERM.—A bond shall not 

be treated as a rural renaissance bond if the 
maturity of such bond exceeds the maximum 
term determined by the Secretary under 
paragraph (2) with respect to such bond. 

‘‘(2) MAXIMUM TERM.—During each calendar 
month, the Secretary shall determine the 
maximum term permitted under this para-
graph for bonds issued during the following 
calendar month. Such maximum term shall 
be the term which the Secretary estimates 
will result in the present value of the obliga-
tion to repay the principal on the bond being 
equal to 50 percent of the face amount of 
such bond. Such present value shall be deter-
mined without regard to the requirements of 
subsection (f)(3) and using as a discount rate 
the average annual interest rate of tax-ex-
empt obligations having a term of 10 years or 
more which are issued during the month. If 
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the term as so determined is not a multiple 
of a whole year, such term shall be rounded 
to the next highest whole year. 

‘‘(3) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—A bond shall not be treated as a 
rural renaissance bond unless it is part of an 
issue which provides for an equal amount of 
principal to be paid by the qualified issuer 
during each calendar year that the issue is 
outstanding. 

‘‘(f) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.— 

‘‘(1) NATIONAL LIMITATION.—There is a rural 
renaissance bond limitation of $200,000,000. 

‘‘(2) ALLOCATION BY SECRETARY.—The Sec-
retary shall allocate the amount described in 
paragraph (1) among qualified issuers in such 
manner as the Secretary determines appro-
priate. 

‘‘(g) CREDIT INCLUDED IN GROSS INCOME.— 
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section (determined without regard to sub-
section (c)) and the amount so included shall 
be treated as interest income. 

‘‘(h) SPECIAL RULES RELATING TO EXPENDI-
TURES.— 

‘‘(1) IN GENERAL.—An issue shall be treated 
as meeting the requirements of this sub-
section if, as of the date of issuance, the 
qualified issuer reasonably expects— 

‘‘(A) at least 95 percent of the proceeds 
from the sale of the issue are to be spent for 
1 or more qualified projects within the 5-year 
period beginning on the date of issuance of 
the rural renaissance bond, 

‘‘(B) a binding commitment with a third 
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning 
on the date of issuance of the rural renais-
sance bond or, in the case of a rural renais-
sance bond, the proceeds of which are to be 
loaned to 2 or more borrowers, such binding 
commitment will be incurred within the 6- 
month period beginning on the date of the 
loan of such proceeds to a borrower, and 

‘‘(C) such projects will be completed with 
due diligence and the proceeds from the sale 
of the issue will be spent with due diligence. 

‘‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of 
the period described in paragraph (1)(A), the 
Secretary may extend such period if the 
qualified issuer establishes that the failure 
to satisfy the 5-year requirement is due to 
reasonable cause and the related projects 
will continue to proceed with due diligence. 

‘‘(3) FAILURE TO SPEND REQUIRED AMOUNT OF 
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
tent that less than 95 percent of the proceeds 
of such issue are expended by the close of the 
5-year period beginning on the date of 
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of 
the extended period), the qualified issuer 
shall redeem all of the nonqualified bonds 
within 90 days after the end of such period. 
For purposes of this paragraph, the amount 
of the nonqualified bonds required to be re-
deemed shall be determined in the same 
manner as under section 142. 

‘‘(i) SPECIAL RULES RELATING TO ARBI-
TRAGE.—A bond which is part of an issue 
shall not be treated as a rural renaissance 
bond unless, with respect to the issue of 
which the bond is a part, the qualified issuer 
satisfies the arbitrage requirements of sec-
tion 148 with respect to proceeds of the issue. 

‘‘(j) QUALIFIED ISSUER.—For purposes of 
this section— 

‘‘(1) IN GENERAL.—The term ‘qualified 
issuer’ means any not-for-profit cooperative 
lender which has as of the date of the enact-
ment of this section received a guarantee 
under section 306 of the Rural Electrification 
Act and which meets the requirement of 
paragraph (2). 

‘‘(2) USER FEE REQUIREMENT.—The require-
ment of this paragraph is met if the issuer of 
any rural rennaissance bond makes grants 
for qualified projects as defined under sub-
section (d)(2) on a semi-annual basis every 
year that such bond is outstanding in an an-
nual amount equal to one-half of the rate on 
United States Treasury Bills of the same ma-
turity multiplied by the outstanding prin-
ciple balance of rural rennaissance bonds 
issued by such issuer. 

‘‘(k) SPECIAL RULES RELATING TO POOL 
BONDS.—No portion of a pooled financing 
bond may be allocable to loan unless the bor-
rower has entered into a written loan com-
mitment for such portion prior to the issue 
date of such issue. 

‘‘(l) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) BOND.—The term ‘bond’ includes any 
obligation. 

‘‘(2) POOLED FINANCING BOND.—The term 
‘pooled financing bond’ shall have the mean-
ing given such term by section 149(f)(4)(A). 

‘‘(3) RURAL AREA.—The term ‘rural area’ 
means any area other than— 

‘‘(A) a city or town which has a population 
of greater than 50,000 inhabitants, or 

‘‘(B) the urbanized area contiguous and ad-
jacent to such a city or town. 

‘‘(4) PARTNERSHIP; S CORPORATION; AND 
OTHER PASS-THRU ENTITIES.— 

‘‘(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of a 
partnership, trust, S corporation, or other 
pass-thru entity, rules similar to the rules of 
section 41(g) shall apply with respect to the 
credit allowable under subsection (a). 

‘‘(B) NO BASIS ADJUSTMENT.—In the case of 
a bond held by a partnership or an S corpora-
tion, rules similar to the rules under section 
1397E(i) shall apply. 

‘‘(5) BONDS HELD BY REGULATED INVESTMENT 
COMPANIES.—If any rural renaissance bond is 
held by a regulated investment company, the 
credit determined under subsection (a) shall 
be allowed to shareholders of such company 
under procedures prescribed by the Sec-
retary. 

‘‘(6) REPORTING.—Issuers of rural renais-
sance bonds shall submit reports similar to 
the reports required under section 149(e).’’. 

(b) REPORTING.—Subsection (d) of section 
6049 (relating to returns regarding payments 
of interest) is amended by adding at the end 
the following new paragraph: 

‘‘(9) REPORTING OF CREDIT ON RURAL RENAIS-
SANCE BONDS.— 

SA 2667. Ms. SNOWE (for herself, Mr. 
BINGAMAN, Ms. COLLINS, and Mr. REED) 
proposed an amendment to the bill S. 
2020, to provide for reconciliation pur-
suant to section 202(b) of the concur-
rent resolution on the budget for fiscal 
year 2006; as follows: 

At the end of title IV add the following: 
SEC. ll. IMPOSITION OF WITHHOLDING ON CER-

TAIN PAYMENTS MADE BY GOVERN-
MENT ENTITIES AND FUNDING OF 
LIHEAP TRUST FUND. 

(a) IMPOSITION OF WITHHOLDING ON CERTAIN 
PAYMENTS MADE BY GOVERNMENT ENTITIES.— 

(1) IN GENERAL.—Section 3402 is amended 
by adding at the end the following new sub-
section: 

‘‘(t) EXTENSION OF WITHHOLDING TO CERTAIN 
PAYMENTS MADE BY GOVERNMENT ENTITIES.— 

‘‘(1) GENERAL RULE.—The Government of 
the United States, every State, every polit-
ical subdivision thereof, and every instru-
mentality of the foregoing (including multi- 
State agencies) making any payment for 
goods and services which is subject to with-
holding shall deduct and withhold form such 
payment a tax in an amount equal to 1.75 
percent of such payment. 

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not 
apply to any payment— 

‘‘(A) except as provided in subparagraph 
(B), which is subject to withholding under 
any other provision of this chapter or chap-
ter 3, 

‘‘(B) which is subject to withholding under 
section 3406 and from which amounts are 
being withheld under such section, 

‘‘(C) of interest, 
‘‘(D) for real property, 
‘‘(E) to any tax-exempt entity, foreign gov-

ernment, or other entity subject to the re-
quirements of paragraph (1), 

‘‘(F) made pursuant to a classified or con-
fidential contract (as defined in section 
6050M(e)(3)), and 

‘‘(G) made by a political subdivision of a 
State (or any instrumentality thereof) which 
makes less than $100,000,000 of such payments 
annually. 

‘‘(3) COORDINATION WITH OTHER SECTIONS.— 
For purposes of sections 3403 and 3404 and for 
purposes of so much of subtitle F (except sec-
tion 7205) as relates to this chapter, pay-
ments to any person of any payment for 
goods and services which is subject to with-
holding shall be treated as if such payments 
were wages paid by an employer to an em-
ployee.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to pay-
ments made after December 31, 2005. 

(b) LOW INCOME HOME ENERGY ASSISTANCE 
TRUST FUND.— 

(1) IN GENERAL.—Subchapter A of chapter 
98 (relating to trust fund code) is amended by 
adding at the end the following new section: 
‘‘SEC. 9511. LOW-INCOME HOME ENERGY ASSIST-

ANCE TRUST FUND. 
‘‘(a) CREATION OF TRUST FUND.—There is 

established in the Treasury of the United 
States a trust fund to be known as the ‘Low- 
Income Home Energy Assistance Trust 
Fund’, consisting of any amount 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 Low-Income 
Home Energy Assistance Trust Fund 
amounts equivalent to the increased reve-
nues received in the Treasury as the result of 
the amendment made by section 410(a) of the 
Tax Relief Act of 2005. 

‘‘(c) EXPENDITURES FROM TRUST FUND.— 
Amounts in the Low Income Home Energy 
Assistance Trust Fund not to exceed 
$2,920,000,000 shall be available for fiscal year 
2006, as provided by appropriation Acts, to 
carry out the program under the Low-In-
come Home Energy Assistance Act of 1981 
through the distribution of funds to all the 
States in accordance with section 2604 of 
that Act (42 U.S.C. 8623) (other than sub-
section (e) of such section), but only if not 
less than $1,880,000,000 has been appropriated 
for such program for such fiscal year.’’. 

(2) CLERICAL AMENDMENT.—The table of 
sections for such subchapter is amended by 
adding at the end the following new item: 
‘‘Sec. 9511. Low-Income Home Energy As-

sistance Trust Fund.’’. 
(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—The amendments made by 

subsection (a) shall take effect as if included 
in the enactment of the American Jobs Cre-
ation Act of 2004. 

(2) SUBSECTION (b).—The amendments made 
by subsection (b) shall take effect on the 
date of the enactment of this Act. 

SA 2668. Mr. DORGAN submitted an 
amendment intended to be proposed by 
him to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; which 
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was ordered to lie on the table; as fol-
lows: 

At the end of title IV, insert the following: 
SEC. ll. REPEAL OF REDUCTION IN CREDIT 

FOR QUALIFIED ELECTRIC VEHI-
CLES. 

(a) IN GENERAL.—Section 30(b) (relating to 
limitations on credit for qualified electric 
vehicles) is amended by striking paragraph 
(2) and by redesignating paragraph (3) as 
paragraph (2). 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to vehicles 
placed in service after December 31, 2005. 

SA 2669. Ms. LANDRIEU (for herself 
and Mr. VITTER) proposed an amend-
ment to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

On page 35, between lines 16 and 17, insert 
the following: 
SEC. 104. HOUSING RELIEF FOR INDIVIDUALS AF-

FECTED BY HURRICANE KATRINA. 
(a) EXCLUSION OF EMPLOYER PROVIDED 

HOUSING FOR INDIVIDUAL AFFECTED BY HURRI-
CANE KATRINA.— 

(1) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, gross income of a 
qualified employee shall not include the 
value of any lodging furnished to such em-
ployee, such employee’s spouse, or any of 
such employee’s dependents by or on behalf 
of a qualified employer for any month during 
the taxable year. 

(2) LIMITATION.—The amount which may be 
excluded under subsection (a) for any month 
for which lodging is furnished during the 
taxable year shall not exceed $600. 

(3) TREATMENT OF EXCLUSION.—For pur-
poses of the Internal Revenue Code of 1986 
(other than sections 3121(a)(19) and 
3306(b)(14), an exclusion under subsection (a) 
shall be treated as an exclusion under sec-
tion 119 of such Code. 

(b) EMPLOYER CREDIT FOR HOUSING EMPLOY-
EES AFFECTED BY HURRICANE KATRINA.— 

(1) IN GENERAL.—In the case of a qualified 
employer, there shall be allowed as a credit 
against the tax imposed by chapter 1 of the 
Internal Revenue Code of 1986 for any month 
during the taxable year an amount equal to 
30 percent of any amount which is excludable 
from the gross income of a qualified em-
ployee of such employer under subsection 
(a). 

(2) CERTAIN RULES TO APPLY.—For purposes 
of this section, rules similar to the rules of 
section 280C(a) of such Code shall apply. 

(3) CREDIT TO BE PART OF GENERAL BUSINESS 
CREDIT.—The credit allowed under this sec-
tion shall be added to the current year busi-
ness credit under section 38(b) of such Code 
and shall be treated as a credit allowed 
under subpart D of part IV of subchapter A of 
such Code. 

(c) QUALIFIED EMPLOYEE.—For purposes of 
this section, the term ‘‘qualified employee’’ 
means, with respect to any month, an indi-
vidual— 

(1) who had a principal residence (as de-
fined in section 121 of the Internal Revenue 
Code of 1986) in the go zone (as defined in sec-
tion 1400N(1) of such Code) on August 28, 2005, 
and 

(2) who performs not less than 80 percent of 
the employment services for a qualified em-
ployer in the Hurricane Katrina disaster 
area (as so defined). 

(d) QUALIFIED EMPLOYER.—For purposes of 
this section, the term ‘‘qualified employer’’ 
means any employer with a trade or business 
located in the Hurricane Katrina disaster 
area (as so defined). 

(e) APPLICATION OF SECTION.—This section 
shall apply to lodging provided— 

(1) after the date of the enactment of this 
Act, and 

(2) before the date which is 6 months after 
the date of the enactment of this Act, and 

(3) no credit with respect to such lodging 
shall be claimed before October 1, 2006. 

SA 2670. Mr. GRASSLEY (for himself 
and Mr. BAUCUS) proposed an amend-
ment to the bill S. 2020, to provide for 
reconciliation pursuant to section 
202(b) of the concurrent resolution on 
the budget for fiscal year 2006; as fol-
lows: 

On page 82, between lines 20 and 21, insert 
the following: 
SEC. 224. EXTENSION OF FULL CREDIT FOR 

QUALIFIED ELECTRIC VEHICLES. 
(a) IN GENERAL.—Section 30(b) (relating to 

limitations) is amended by striking para-
graph (2) and by redesignating paragraph (3) 
as paragraph (2). 

(b) EFFECTIVE DATE.—The amendments 
made by subsection (a) shall apply to taxable 
years beginning after December 31, 2005. 

On page 107, between lines 4 and 5, insert 
the following: 
SEC. 307. ENCOURAGEMENT OF CONTRIBUTIONS 

OF CAPITAL GAIN REAL PROPERTY 
MADE FOR CONSERVATION PUR-
POSES. 

(a) IN GENERAL.— 
(1) INDIVIDUALS.—Paragraph (1) of sub-

section 170(b) (relating to percentage limita-
tions) is amended by redesignating subpara-
graphs (E) and (F) as subparagraphs (F) and 
(G), respectively, and by inserting after sub-
paragraph (D) the following new subpara-
graph: 

‘‘(E) CONTRIBUTIONS OF QUALIFIED CON-
SERVATION CONTRIBUTIONS.— 

‘‘(i) IN GENERAL.—Any qualified conserva-
tion contribution (as defined in subsection 
(h)(1)) to an organization described in sub-
paragraph (A) shall be allowed to the extent 
the aggregate of such contributions does not 
exceed the excess of 50 percent of the tax-
payer’s contribution base over the amount of 
all other charitable contributions allowable 
under this paragraph. 

‘‘(ii) CARRYOVER.—If the aggregate amount 
of contributions described in clause (i) ex-
ceeds the limitation of clause (i), such excess 
shall be treated (in a manner consistent with 
the rules of subsection (d)(1)) as a charitable 
contribution to which clause (i) applies in 
each of the 15 succeeding years in order of 
time. 

‘‘(iii) COORDINATION WITH OTHER SUBPARA-
GRAPHS.—For purposes of applying this sub-
section and subsection (d)(1), contributions 
described in clause (i) shall not be treated as 
described in subparagraph (A), (B), (C), or 
(D). 

‘‘(iv) QUALIFIED FARMER OR RANCHER.— 
‘‘(I) IN GENERAL.—If the individual is a 

qualified farmer or rancher for the taxable 
year in which the contribution is made, 
clause (i) shall be applied by substituting ‘100 
percent’ for ‘50 percent’. 

‘‘(II) DEFINITION.—For purposes of sub-
clause (I), the term ‘qualified farmer or 
rancher’ means a taxpayer whose gross in-
come from the trade or business of farming 
(within the meaning of section 2032A(e)(5)) is 
greater than 50 percent of the taxpayer’s 
gross income for the taxable year.’’. 

(2) CORPORATIONS.—Paragraph (2) of sec-
tion 170(b) is amended to read as follows: 

‘‘(2) CORPORATIONS.—In the case of a cor-
poration— 

‘‘(A) IN GENERAL.—The total deductions 
under subsection (a) for any taxable year 
(other than for contributions to which sub-
paragraph (B) applies) shall not exceed 10 
percent of the taxpayer’s taxable income. 

‘‘(B) QUALIFIED CONSERVATION CONTRIBU-
TIONS BY CERTAIN CORPORATE FARMERS AND 
RANCHERS.— 

‘‘(i) IN GENERAL.—Any qualified conserva-
tion contribution (as defined in subsection 
(h)(1)) made— 

‘‘(I) by a corporation which, for the taxable 
year during which the contribution is made, 
is a qualified farmer or rancher (as defined in 
paragraph (1)(E)(iv)(II)) and the stock of 
which is not readily tradable on an estab-
lished securities market at any time during 
such year, and 

‘‘(II) to an organization described in para-
graph (1)(A), 
shall be allowed to the extent the aggregate 
of such contributions does not exceed the ex-
cess of the taxpayer’s taxable income over 
the amount of charitable contributions al-
lowable under subparagraph (A). 

‘‘(ii) CARRYOVER.—If the aggregate amount 
of contributions described in clause (i) ex-
ceeds the limitation of clause (i), such excess 
shall be treated (in a manner consistent with 
the rules of subsection (d)(2)) as a charitable 
contribution to which clause (i) applies in 
each of the 15 succeeding years in order of 
time. 

‘‘(C) TAXABLE INCOME.—For purposes of 
this paragraph, taxable income shall be com-
puted without regard to— 

‘‘(i) this section, 
‘‘(ii) part VIII (except section 248), 
‘‘(iii) any net operating loss carrryback to 

the taxable year under section 172, 
‘‘(iv) section 199, and 
‘‘(v) any capital loss carryback to the tax-

able year under section 1212(a)(1).’’. 
(b) CONFORMING AMENDMENTS.— 
(1) The second sentence of clause (i) of sec-

tion 170(b)(1)(C) is amended by striking ‘‘sub-
paragraph (D)’’ and inserting ‘‘subparagraph 
(D) or (E)’’. 

(2) Clause (i) of section 170(b)(1)(D) is 
amended by striking ‘‘subparagraph (A)’’ and 
inserting ‘‘subparagraphs (A) or (E)’’. 

(3) Paragraph (2) of section 170(d) is amend-
ed by striking ‘‘subsection (b)(2)’’ each place 
it appears and inserting ‘‘subsection 
(b)(2)(A)’’. 

(4) Section 545(b)(2) is amended by striking 
‘‘and (D)’’ and inserting ‘‘(D), and (E)’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made in taxable years beginning after 
December 31, 2005, and before January 1, 2008. 
SEC. 308. ENHANCED DEDUCTION FOR CHARI-

TABLE CONTRIBUTION OF LIT-
ERARY, MUSICAL, ARTISTIC, AND 
SCHOLARLY COMPOSITIONS. 

(a) IN GENERAL.—Subsection (e) of section 
170 (relating to certain contributions of ordi-
nary income and capital gain property), as 
amended by this section 33 of this Act, is 
amended by adding at the end the following 
new paragraph: 

‘‘(18) SPECIAL RULE FOR CERTAIN CONTRIBU-
TIONS OF LITERARY, MUSICAL, ARTISTIC, OR 
SCHOLARLY COMPOSITIONS.— 

‘‘(A) IN GENERAL.—In the case of a qualified 
artistic charitable contribution— 

‘‘(i) the amount of such contribution taken 
into account under this section shall be the 
fair market value of the property contrib-
uted (determined at the time of such con-
tribution), and 

‘‘(ii) no reduction in the amount of such 
contribution shall be made under paragraph 
(1). 

‘‘(B) QUALIFIED ARTISTIC CHARITABLE CON-
TRIBUTION.—For purposes of this paragraph, 
the term ‘qualified artistic charitable con-
tribution’ means a charitable contribution of 
any literary, musical, artistic, or scholarly 
composition, or similar property, or the 
copyright thereon (or both), but only if— 

‘‘(i) such property was created by the per-
sonal efforts of the taxpayer making such 
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contribution no less than 18 months prior to 
such contribution, 

‘‘(ii) the taxpayer— 
‘‘(I) has received a qualified appraisal of 

the fair market value of such property in ac-
cordance with the regulations under this sec-
tion, and 

‘‘(II) attaches to the taxpayer’s income tax 
return for the taxable year in which such 
contribution was made a copy of such ap-
praisal, 

‘‘(iii) the donee is an organization de-
scribed in subsection (b)(1)(A), 

‘‘(iv) the use of such property by the donee 
is related to the purpose or function consti-
tuting the basis for the donee’s exemption 
under section 501 (or, in the case of a govern-
mental unit, to any purpose or function de-
scribed under section 501(c)), 

‘‘(v) the taxpayer receives from the donee a 
written statement representing that the 
donee’s use of the property will be in accord-
ance with the provisions of clause (iv), and 

‘‘(vi) the written appraisal referred to in 
clause (ii) includes evidence of the extent (if 
any) to which property created by the per-
sonal efforts of the taxpayer and of the same 
type as the donated property is or has been— 

‘‘(I) owned, maintained, and displayed by 
organizations described in subsection 
(b)(1)(A), and 

‘‘(II) sold to or exchanged by persons other 
than the taxpayer, donee, or any related per-
son (as defined in section 465(b)(3)(C)). 

‘‘(C) MAXIMUM DOLLAR LIMITATION; NO CAR-
RYOVER OF INCREASED DEDUCTION.—The in-
crease in the deduction under this section by 
reason of this paragraph for any taxable 
year— 

‘‘(i) shall not exceed the artistic adjusted 
gross income of the taxpayer for such tax-
able year, and 

‘‘(ii) shall not be taken into account in de-
termining the amount which may be carried 
from such taxable year under subsection (d). 

‘‘(D) ARTISTIC ADJUSTED GROSS INCOME.— 
For purposes of this paragraph, the term ‘ar-
tistic adjusted gross income’ means that por-
tion of the adjusted gross income of the tax-
payer for the taxable year attributable to— 

‘‘(i) income from the sale or use of prop-
erty created by the personal efforts of the 
taxpayer which is of the same type as the do-
nated property, and 

‘‘(ii) income from teaching, lecturing, per-
forming, or similar activity with respect to 
property described in clause (i). 

‘‘(E) PARAGRAPH NOT TO APPLY TO CERTAIN 
CONTRIBUTIONS.—Subparagraph (A) shall not 
apply to any charitable contribution of any 
letter, memorandum, or similar property 
which was written, prepared, or produced by 
or for an individual while the individual is 
an officer or employee of any person (includ-
ing any government agency or instrumen-
tality) unless such letter, memorandum, or 
similar property is entirely personal. 

‘‘(F) COPYRIGHT TREATED AS SEPARATE 
PROPERTY FOR PARTIAL INTEREST RULE.—In 
the case of a qualified artistic charitable 
contribution, the tangible literary, musical, 
artistic, or scholarly composition, or similar 
property and the copyright on such work 
shall be treated as separate properties for 
purposes of this paragraph and subsection 
(f)(3). 

‘‘(G) TERMINATION.—This paragraph shall 
not apply to contributions made after De-
cember 31, 2007.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to contribu-
tions made after December 31, 2005. 
SEC. 309. MILEAGE REIMBURSEMENTS TO CHARI-

TABLE VOLUNTEERS EXCLUDED 
FROM GROSS INCOME. 

(a) IN GENERAL.—Part III of subchapter B 
of chapter 1 is amended by inserting after 
section 139A the following new section: 

‘‘SEC. 139B. MILEAGE REIMBURSEMENTS TO 
CHARITABLE VOLUNTEERS. 

‘‘(a) IN GENERAL.—Gross income of an indi-
vidual does not include amounts received, 
from an organization described in section 
170(c), as reimbursement of operating ex-
penses with respect to use of a passenger 
automobile for the benefit of such organiza-
tion. The preceding sentence shall apply only 
to the extent that the expenses which are re-
imbursed would be deductible under this 
chapter if section 274(d) were applied— 

‘‘(1) by using the standard business mileage 
rate established under such section, and 

‘‘(2) as if the individual were an employee 
of an organization not described in section 
170(c). 

‘‘(b) APPLICATION TO VOLUNTEER SERVICES 
ONLY.—Subsection (a) shall not apply with 
respect to any expenses relating to the per-
formance of services for compensation. 

‘‘(c) NO DOUBLE BENEFIT.—A taxpayer may 
not claim a deduction or credit under any 
other provision of this title with respect to 
the expenses under subsection (a). 

‘‘(d) EXEMPTION FROM REPORTING REQUIRE-
MENTS.—Section 6041 shall not apply with re-
spect to reimbursements excluded from in-
come under subsection (a). 

‘‘(e) TERMINATION.—This section shall not 
apply to taxable years beginning after De-
cember 31, 2007.’’. 

(b) CLERICAL AMENDMENT.—The table of 
sections for part III of subchapter B of chap-
ter 1 is amended by inserting after the item 
relating to section 139 the following new 
item: 
‘‘Sec. 139A. Mileage reimbursements to 

charitable volunteers’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2005. 
SEC. 310. ALTERNATIVE PERCENTAGE LIMITA-

TION FOR CORPORATE CHARITABLE 
CONTRIBUTIONS TO THE MATHE-
MATICS AND SCIENCE PARTNERSHIP 
PROGRAM. 

(a) IN GENERAL.—Section 170(b) (related to 
percentage limitations) is amended by add-
ing at the end the following new paragraph: 

‘‘(3) SPECIAL RULE FOR CORPORATE CON-
TRIBUTIONS TO THE MATHEMATICS AND SCIENCE 
PARTNERSHIP PROGRAM.— 

‘‘(A) IN GENERAL.—In the case of a corpora-
tion which makes an eligible mathematics 
and science contribution— 

‘‘(i) the limitation under paragraph (2) 
shall apply separately with respect to all 
such contributions and all other charitable 
contributions, and 

‘‘(ii) paragraph (2) shall be applied with re-
spect to all eligible mathematics and science 
contributions by substituting ‘15 percent’ for 
‘10 percent’. 

‘‘(B) ELIGIBLE MATHEMATICS AND SCIENCE 
CONTRIBUTION.— 

‘‘(i) IN GENERAL.—For purposes of this 
paragraph, the term ‘eligible mathematics 
and science contribution’ means a charitable 
contribution (other than a contribution of 
used equipment) to a qualified partnership 
for the purpose of an activity described in 
section 2202(c) of the Elementary and Sec-
ondary Education Act of 1965.. 

‘‘(ii) QUALIFIED PARTNERSHIP.—The term 
‘qualified partnership’ means an eligible 
partnership (within the meaning of section 
2201(b)(1) of the Elementary and Secondary 
Education Act of 1965), but only to the ex-
tent that such partnership does not include a 
person other than a person described in para-
graph (1)(A). 

‘‘(C) TERMINATION.—This paragraph shall 
not apply to any contributions made in tax-
able years beginning after December 31, 
2006.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to contribu-

tions made in taxable years beginning after 
December 31, 2005. 

On page 149, line 7, strike ‘‘$100’’ and insert 
‘‘$250’’. 

Beginning on page 150, line 4, strike all 
through page 151, line 2 and insert the fol-
lowing: 
SEC. 318. MODIFICATION OF RECORDKEEPING 

REQUIREMENTS FOR CERTAIN 
CHARITABLE CONTRIBUTIONS. 

(a) RECORDKEEPING REQUIREMENT.—Sub-
section (f) of section 170, as amended by sec-
tion 317 of this Act, is amended by adding at 
the end the following new paragraph: 

‘‘(16) RECORDKEEPING.—No deduction shall 
be allowed under subsection (a) for any con-
tribution of a cash, check, or other monetary 
gift unless the donor maintains as a record 
of such contribution— 

‘‘(A) a cancelled check, or 
‘‘(B) a receipt or a letter or other written 

communication from the donee showing the 
name of the donee organization, the date of 
the contribution, and the amount of the con-
tribution.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to contribu-
tions made in taxable years beginning after 
the date of the enactment of this Act. 

On page 172, after line 21, add the fol-
lowing: 
SEC. 322. EXPANSION OF THE BASE OF TAX ON 

PRIVATE FOUNDATION NET INVEST-
MENT INCOME. 

(a) GROSS INVESTMENT INCOME.— 
(1) IN GENERAL.—Paragraph (2) of section 

4940(c) (relating to gross investment income) 
is amended by adding at the end the fol-
lowing new sentence: ‘‘Such term shall also 
include income from sources similar to those 
in the preceding sentence.’’. 

(2) CONFORMING AMENDMENT.—Subsection 
(e) of section 509 (relating to gross invest-
ment income) is amended by adding at the 
end the following new sentence: ‘‘Such term 
shall also include income from sources simi-
lar to those in the preceding sentence.’’. 

(b) CAPITAL GAIN NET INCOME.—Paragraph 
(4) of section 4940(c) (relating to capital 
gains and losses) is amended— 

(1) in subparagraph (A), by striking ‘‘used 
for the production of interest, dividends, 
rents, and royalties’’ and inserting ‘‘used for 
the production of gross investment income 
(as defined in paragraph (2))’’, and 

(2) in subparagraph (C), by inserting ‘‘or 
carrybacks’’ after ‘‘carryovers’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after the date of the enact-
ment of this Act. 
SEC. 323. DEFINITION OF CONVENTION OR ASSO-

CIATION OF CHURCHES. 
Section 7701 (relating to definitions) is 

amended by redesignating subsection(o) as 
subsection (p) and by inserting after sub-
section (n) the following new subsection: 

‘‘(o) CONVENTION OR ASSOCIATION OF 
CHURCHES.—For purposes of this title, any 
organization which is otherwise a convention 
or association of churches shall not fail to so 
qualify merely because the membership of 
such organization includes individuals as 
well as churches or because individuals have 
voting rights in such organization.’’. 
SEC. 324. NOTIFICATION REQUIREMENT FOR EN-

TITIES NOT CURRENTLY REQUIRED 
TO FILE. 

(a) IN GENERAL.—Section 6033 (relating to 
returns by exempt organizations), as amend-
ed by section 346 of this Act, is amended by 
redesignating subsection (j) as subsection (k) 
and by inserting after subsection (i) the fol-
lowing new subsection: 

‘‘(j) ADDITIONAL NOTIFICATION REQUIRE-
MENTS.—Any organization the gross receipts 
of which in any taxable year result in such 
organization being referred to in subsection 
(a)(3)(A)(ii) or (a)(3)(B)— 
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‘‘(1) shall furnish annually, at such time 

and in such manner as the Secretary may by 
forms or regulations prescribe, information 
setting forth— 

‘‘(A) the legal name of the organization, 
‘‘(B) any name under which such organiza-

tion operates or does business, 
‘‘(C) the organization’s mailing address and 

Internet web site address (if any), 
‘‘(D) the organization’s taxpayer identi-

fication number, 
‘‘(E) the name and address of a principal 

officer, and 
‘‘(F) evidence of the continuing basis for 

the organization’s exemption from the filing 
requirements under subsection (a)(1), and 

‘‘(2) upon the termination of the existence 
of the organization, shall furnish notice of 
such termination.’’. 

(b) LOSS OF EXEMPT STATUS FOR FAILURE 
TO FILE RETURN OR NOTICE.—Section 6033 (re-
lating to returns by exempt organizations), 
as amended by subsection (a), is amended by 
redesignating subsection (k) as subsection (l) 
and by inserting after subsection (j) the fol-
lowing new subsection: 

‘‘(k) LOSS OF EXEMPT STATUS FOR FAILURE 
TO FILE RETURN OR NOTICE.— 

‘‘(1) IN GENERAL.—If an organization de-
scribed in subsection (a)(1) or (i) fails to file 
an annual return or notice required under ei-
ther subsection for 3 consecutive years, such 
organization’s status as an organization ex-
empt from tax under section 501(a) shall be 
considered revoked on and after the date set 
by the Secretary for the filing of the third 
annual return or notice. The Secretary shall 
publish and maintain a list of any organiza-
tion the status of which is so revoked. 

‘‘(2) APPLICATION NECESSARY FOR REIN-
STATEMENT.—Any organization the tax-ex-
empt status of which is revoked under para-
graph (1) must apply in order to obtain rein-
statement of such status regardless of 
whether such organization was originally re-
quired to make such an application. 

‘‘(3) RETROACTIVE REINSTATEMENT IF REA-
SONABLE CAUSE SHOWN FOR FAILURE.—If upon 
application for reinstatement of status as an 
organization exempt from tax under section 
501(a), an organization described in para-
graph (1) can show to the satisfaction of the 
Secretary evidence of reasonable cause for 
the failure described in such paragraph, the 
organization’s exempt status may, in the dis-
cretion of the Secretary, be reinstated effec-
tive from the date of the revocation under 
such paragraph.’’. 

(c) NO DECLARATORY JUDGMENT RELIEF.— 
Section 7428(b) (relating to limitations) is 
amended by adding at the end the following 
new paragraph: 

‘‘(4) NONAPPLICATION FOR CERTAIN REVOCA-
TIONS.—No action may be brought under this 
section with respect to any revocation of 
status described in section 6033(k)(1).’’. 

(d) NO INSPECTION REQUIREMENT.—Section 
6104(b) (relating to inspection of annual in-
formation returns) is amended by inserting 
‘‘(other than subsection (j) thereof)’’ after 
‘‘6033’’. 

(e) NO DISCLOSURE REQUIREMENT.—Section 
6104(d)(3) (relating to exceptions from disclo-
sure requirements) is amended by redesig-
nating subparagraph (B) as subparagraph (C) 
and by inserting after subparagraph (A) the 
following new subparagraph: 

‘‘(B) NONDISCLOSURE OF ANNUAL NOTICES.— 
Paragraph (1) shall not require the disclosure 
of any notice required under section 6033(j).’’. 

(f) NO MONETARY PENALTY FOR FAILURE TO 
NOTIFY.—Section 6652(c)(1) (relating to an-
nual returns under section 6033 or 6012(a)(6)) 
is amended by adding at the end the fol-
lowing new subparagraph: 

‘‘(E) NO PENALTY FOR CERTAIN ANNUAL NO-
TICES.—This paragraph shall not apply with 
respect to any notice required under section 
6033(j).’’. 

(g) SECRETARIAL OUTREACH REQUIRE-
MENTS.— 

(1) NOTICE REQUIREMENT.—The Secretary of 
the Treasury shall notify in a timely manner 
every organization described in section 
6033(j) of the Internal Revenue Code of 1986 
(as added by this section) of the requirement 
under such section 6033(j) and of the penalty 
established under section 6033(k)— 

(A) by mail, in the case of any organization 
the identity and address of which is included 
in the list of exempt organizations main-
tained by the Secretary, and 

(B) by Internet or other means of outreach, 
in the case of any other organization. 

(2) LOSS OF STATUS PENALTY FOR FAILURE 
TO FILE RETURN.—The Secretary of the Treas-
ury shall publicize in a timely manner in ap-
propriate forms and instructions and 
through other appropriate means, the pen-
alty established under section 6033(k) of such 
Code for the failure to file a return under 
section 6033(a)(1) of such Code. 

(h) EFFECTIVE DATE.—The amendments 
made by this section shall apply to notices 
and returns with respect to annual periods 
beginning after 2005 
SEC. 325. DISCLOSURE TO STATE OFFICIALS OF 

PROPOSED ACTIONS RELATED TO 
EXEMPT ORGANIZATIONS. 

(a) IN GENERAL.—Subsection (c) of section 
6104 is amended by striking paragraph (2) and 
inserting the following new paragraphs: 

‘‘(2) DISCLOSURE OF PROPOSED ACTIONS RE-
LATED TO CHARITABLE ORGANIZATIONS.— 

‘‘(A) SPECIFIC NOTIFICATIONS.—In the case 
of an organization to which paragraph (1) ap-
plies, the Secretary may disclose to the ap-
propriate State officer— 

‘‘(i) a notice of proposed refusal to recog-
nize such organization as an organization de-
scribed in section 501(c)(3) or a notice of pro-
posed revocation of such organization’s rec-
ognition as an organization exempt from 
taxation, 

‘‘(ii) the issuance of a letter of proposed de-
ficiency of tax imposed under section 507 or 
chapter 41 or 42, and 

‘‘(iii) the names, addresses, and taxpayer 
identification numbers of organizations 
which have applied for recognition as organi-
zations described in section 501(c)(3). 

‘‘(B) ADDITIONAL DISCLOSURES.—Returns 
and return information of organizations with 
respect to which information is disclosed 
under subparagraph (A) may be made avail-
able for inspection by or disclosed to an ap-
propriate State officer. 

‘‘(C) PROCEDURES FOR DISCLOSURE.—Infor-
mation may be inspected or disclosed under 
subparagraph (A) or (B) only— 

‘‘(i) upon written request by an appropriate 
State officer, and 

‘‘(ii) for the purpose of, and only to the ex-
tent necessary in, the administration of 
State laws regulating such organizations. 

Such information may only be inspected by 
or disclosed to representatives of the appro-
priate State officer designated as the indi-
viduals who are to inspect or to receive the 
returns or return information under this 
paragraph on behalf of such officer. Such 
representatives shall not include any con-
tractor or agent. 

‘‘(D) DISCLOSURES OTHER THAN BY RE-
QUEST.—The Secretary may make available 
for inspection or disclose returns and return 
information of an organization to which 
paragraph (1) applies to an appropriate State 
officer of any State if the Secretary deter-
mines that such inspection or disclosure may 
facilitate the resolution of Federal or State 
issues relating to the tax-exempt status of 
such organization. 

‘‘(3) DISCLOSURE WITH RESPECT TO CERTAIN 
OTHER EXEMPT ORGANIZATIONS.—Upon written 
request by an appropriate State officer, the 

Secretary may make available for inspection 
or disclosure returns and return information 
of an organization described in paragraph (2), 
(4), (6), (7), (8), (10), or (13) of section 501(c) for 
the purpose of, and to the extent necessary 
in, the administration of State laws regu-
lating the solicitation or administration of 
the charitable funds or charitable assets of 
such organizations. Such information may 
be inspected only by or disclosed only to rep-
resentatives of the appropriate State officer 
designated as the individuals who are to in-
spect or to receive the returns or return in-
formation under this paragraph on behalf of 
such officer. Such representatives shall not 
include any contractor or agent. 

‘‘(4) USE IN CIVIL JUDICIAL AND ADMINISTRA-
TIVE PROCEEDINGS.—Returns and return in-
formation disclosed pursuant to this sub-
section may be disclosed in civil administra-
tive and civil judicial proceedings pertaining 
to the enforcement of State laws regulating 
such organizations in a manner prescribed by 
the Secretary similar to that for tax admin-
istration proceedings under section 
6103(h)(4). 

‘‘(5) NO DISCLOSURE IF IMPAIRMENT.—Re-
turns and return information shall not be 
disclosed under this subsection, or in any 
proceeding described in paragraph (4), to the 
extent that the Secretary determines that 
such disclosure would seriously impair Fed-
eral tax administration. 

‘‘(6) DEFINITIONS.—For purposes of this sub-
section— 

‘‘(A) RETURN AND RETURN INFORMATION.— 
The terms ‘return’ and ‘return information’ 
have the respective meanings given to such 
terms by section 6103(b). 

‘‘(B) APPROPRIATE STATE OFFICER.—The 
term ‘appropriate State officer’ means— 

‘‘(i) the State attorney general, 
‘‘(ii) the State tax officer, 
‘‘(iii) in the case of an organization to 

which paragraph (1) applies, any other State 
official charged with overseeing organiza-
tions of the type described in section 
501(c)(3), and 

‘‘(iv) in the case of an organization to 
which paragraph (3) applies, the head of an 
agency designated by the State attorney 
general as having primary responsibility for 
overseeing the solicitation of funds for chari-
table purposes.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subparagraph (A) of section 6103(p)(3) is 

amended by inserting ‘‘an section 6104(c)’’ 
after ‘‘section’’ in the first sentence. 

(2) Paragraph (4) of section 6103(p) is 
amended— 

(A) in the matter preceding subparagraph 
(A), by inserting ‘‘, or any appropriate State 
officer (as defined in section 6104(c)),’’ before 
‘‘or any other person’’, 

(B) in subparagraph (F)(i), by inserting ‘‘or 
any appropriate State officer (as defined in 
section 6104(c)),’’ before ‘‘or any other per-
son’’, and 

(C) in the matter following subparagraph 
(F), by inserting ‘‘, an appropriate State offi-
cer (as defined in section 6104(c)),’’ after ‘‘in-
cluding an agency’’ each place it appear. 

(3) The heading for paragraph (1) of section 
6104(c) is amended by inserting ‘‘FOR CHARI-
TABLE ORGANIZATIONS’’ after ‘‘RULE’’. 

(4) Paragraph (2) of section 7213(a) is 
amended by inserting ‘‘or under section 
6104(c)’’ after ‘‘6103’’. 

(5) Paragraph (2) of section 7213A(a) is 
amended by inserting ‘‘or 6104(c)’’ after 
‘‘6103’’. 

(6) Paragraph (2) of section 7431(a) is 
amended by inserting ‘‘(including any disclo-
sure in violation of section 6014(c)’’ after 
‘‘6103’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on the 
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date of the enactment of this Act but shall 
not apply to requests made before such date. 

On page 174, line 4, strike ‘‘121st day’’ and 
insert ‘‘181st day’’. 

On page 174, line 6, strike ‘‘121st day’’ and 
insert ‘‘181st day’’. 

On page 174, line 10, strike ‘‘121st day’’ and 
insert ‘‘181st day’’. 

On page 174, line 12, strike ‘‘121st day’’ and 
insert ‘‘181st day’’. 

On page 176, line 25, strike ‘‘5’’ and insert 
‘‘the applicable percentage’’. 

On page 177, line 1, strike ‘‘percent’’. 
On page 178, line 2, strike ‘‘5 percent’’ and 

insert ‘‘the applicable percentage’’. 
On page 178, between lines 4 and 5, insert 

the following: 
‘‘(4) APPLICABLE PERCENTAGE.—For pur-

poses of paragraphs (1) and (3), the applicable 
percentage is— 

‘‘(A) 3 percent for the first taxable year be-
ginning after the date of the enactment of 
this section, 

‘‘(B) 4 percent for the second taxable year 
beginning after such date, and 

‘‘(C) 5 percent for any taxable year begin-
ning after the second taxable year beginning 
after such date. 

On page 178, strike lines 9 through 15 and 
insert the following: 

‘‘(A) any amount paid by the sponsoring 
organization from a donor advised fund— 

‘‘(i) to any organization described in sec-
tion 170(b)(1)(A) (other than any organization 
described in section 509(a)(3)) or any spon-
soring organization if such amount is for 
maintenance in a donor advised fund), and 

‘‘(ii) notwithstanding clause (i), to any or-
ganization described section 170(f)(17)(B)(ii), 
but only to the extent not prohibited by reg-
ulations, and 

On page 179, strike lines 1 through 3 and in-
sert the following: 

‘‘(2) DISTRIBUTIONS TO SPONSORING ORGANI-
ZATIONS.— 

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (B), such term shall include 
any distribution to a sponsoring organiza-
tion. 

‘‘(B) ORGANIZATION LEVEL DISTRIBUTIONS.— 
For purposes of subsection (c)(1)(B), such 
term shall not include any distribution to a 
sponsoring organization unless such distribu-
tion is designated for use in connection with 
a charitable program of such organization. 

On page 185, line 9, strike ‘‘section 
4967(g)(2)(C)’’ and insert ‘‘section 
4967(g)(2)(A)(iii)’’. 

On page 186, strike lines 7 through 14 and 
insert the following: 

‘‘(c) TAXABLE DISTRIBUTION.—For purposes 
of this subsection— 

‘‘(1) IN GENERAL.—The term ‘taxable dis-
tribution’ means any distribution from a 
donor advised fund to any person other than 
the sponsoring organization’s non donor ad-
vised funds or accounts or organizations de-
scribed in section 170(b)(1)(A) (other than 
any organization described in section 
509(a)(3) or any sponsoring organization if 
such amount is for maintenance in a donor 
advised fund). 

‘‘(2) EXCEPTION.—Notwithstanding para-
graph (1), such term shall not include any 
distribution from a donor advised fund to 
any organization described section 
170(f)(17)(B)(ii) to the extent such distribu-
tion is not prohibited under regulations. 

On page 189, line 17, strike ‘‘121st day’’ and 
insert ‘‘181st day’’. 

On page 190, line 22, strike ‘‘4967(g)(2)(C)’’ 
and insert ‘‘4967(g)(2)(A)(iii)’’. 

On page 192, lines 18 and 19, strike ‘‘pro-
vided by the sponsoring organization in con-
nection with’’ and insert ‘‘from’’. 

Beginning on page 193, line 17 strike all 
through page 196, line 4 and insert the fol-
lowing: 

SEC. 333. TREATMENT OF CHARITABLE CON-
TRIBUTION DEDUCTIONS TO DONOR 
ADVISED FUNDS. 

(a) INCOME.—Section 170(f) (relating to dis-
allowance of deduction in certain cases and 
special rules), as amended by section 318 of 
this Act, is amended by adding at the end 
the following new paragraph: 

‘‘(17) CONTRIBUTIONS TO DONOR ADVISED 
FUNDS.— 

‘‘(A) IN GENERAL.—A deduction otherwise 
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as 
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined 
in section 4967(g)(2)) of such organization 
shall only be allowed if— 

‘‘(i) such sponsoring organization is not de-
scribed in paragraph (3), (4), or (5) of sub-
section (c) or section 509(a)(3), and 

‘‘(ii) the taxpayer obtains a contempora-
neous written acknowledgment (determined 
under rules similar to the rules of paragraph 
(8)(C) from the sponsoring organization that 
such organization has exclusive legal control 
over the assets contributed. 

‘‘(B) CONTRIBUTIONS TO TYPE I OR TYPE II 
SUPPORTING ORGANIZATIONS.— 

‘‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described 
in clause (ii) to be maintained in any donor 
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations. 

‘‘(ii) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is— 

‘‘(I) operated, supervised, or controlled by 
one or more organizations described in para-
graph (1) or (2) of section 509(a), or 

‘‘(II) supervised or controlled in connection 
with one or more such organizations.’’. 

(b) ESTATE.—Section 2055(e) is amended by 
adding at the end the following new para-
graph: 

‘‘(5) CONTRIBUTIONS TO DONOR ADVISED 
FUNDS.— 

‘‘(A) IN GENERAL.—A deduction otherwise 
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as 
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined 
in section 4967(g)(2)) of such organization 
shall only be allowed if— 

‘‘(i) such sponsoring organization is not de-
scribed in paragraph (3) or(4) of subsection 
(a) or section 509(a)(3), and 

‘‘(ii) the taxpayer obtains a contempora-
neous written acknowledgment (determined 
under rules similar to the rules of section 
170(f)(8)(C)) from the sponsoring organization 
that such organization has exclusive legal 
control over the assets contributed. 

‘‘(B) CONTRIBUTIONS TO TYPE I OR TYPE II 
SUPPORTING ORGANIZATIONS.— 

‘‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described 
in clause (ii) to be maintained in any donor 
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations. 

‘‘(ii) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is— 

‘‘(I) operated, supervised, or controlled by 
one or more organizations described in para-
graph (1) or (2) of section 509(a), or 

‘‘(II) supervised or controlled in connection 
with one or more such organizations.’’. 

(c) GIFT.—Section 2522(c) is amended by 
adding at the end the following new para-
graph: 

‘‘(13) CONTRIBUTIONS TO DONOR ADVISED 
FUNDS.— 

‘‘(A) IN GENERAL.—A deduction otherwise 
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as 
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined 
in section 4967(g)(2)) of such organization 
shall only be allowed if— 

‘‘(i) such sponsoring organization is not de-
scribed in paragraph (3) or (4) of subsection 
(a) or section 509(a)(3), and 

‘‘(ii) the taxpayer obtains a contempora-
neous written acknowledgment (determined 
under rules similar to the rules of section 
170(f)(8)(C)) from the sponsoring organization 
that such organization has exclusive legal 
control over the assets contributed. 

‘‘(B) CONTRIBUTIONS TO TYPE I OR TYPE II 
SUPPORTING ORGANIZATIONS.— 

‘‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described 
in clause (ii) to be maintained in any donor 
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations. 

‘‘(ii) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is— 

‘‘(I) operated, supervised, or controlled by 
one or more organizations described in para-
graph (1) or (2) of section 509(a), or 

‘‘(II) supervised or controlled in connection 
with one or more such organizations.’’. 

(d) REGULATIONS.—The regulations pre-
scribed under sections 170(f)(17)(B)(i), 
2055(e)(5)(B)(i), 2522(c)(13)(B)(i), 
4967(e)(i)(A)(ii), and 4968(c)(2) of the Internal 
Revenue Code of 1986 shall deny a deduction 
for contributions to sponsoring organiza-
tions (as defined in section 4967(g)(1) of such 
Code) which are described in section 
170(f)(17)(B)(ii) of such Code and shall apply 
excise taxes to distributions from donor ad-
vised funds (as defined in section 4967(g)(2) of 
such Code) and sponsoring organizations (as 
so defined) to organizations so described in 
cases where the donor of the contributions or 
the donor or donor advisor of the amounts 
distributed directly or indirectly controls a 
supported organization (as defined in section 
509(f)(3) of such Code) of such organization. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to contribu-
tions made after the date which is 180 days 
after the date of the enactment of this Act. 

On page 205, line 16, strike ‘‘5 percent’’ and 
insert ‘‘the applicable percentage’’. 

On page 206, between lines 11 and 12, insert 
the following: 

‘‘(3) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1)(A)(ii), the applicable 
percentage is— 

‘‘(A) 3 percent for the first taxable year be-
ginning after the date of the enactment of 
this section, 

‘‘(B) 4 percent for the second taxable year 
beginning after such date, and 

‘‘(C) 5 percent for any taxable year begin-
ning after the second taxable year beginning 
after such date. 

On page 206, strike lines 18 through 22 and 
insert the following: 

‘‘(2) ADMINISTRATIVE AND OPERATING EX-
PENSES.—Reasonable and necessary adminis-
trative expenses of a type III supporting or-
ganization shall be treated as a qualifying 
distribution to a supported organization. 

On page 214, line 6, strike ‘‘any’’. 
On page 216, strike line 24 and insert the 

following: 
‘‘(5) SPECIAL RULE FOR CERTAIN HOLDINGS OF 

TYPE III SUPPORTING ORGANIZATIONS.—For 
purposes of this subsection, the term ‘excess 
business holdings’ shall not include any 
holdings of a type III supporting organiza-
tion (as defined in section 4959(h)(2)) in any 
business enterprise if the holdings are held 
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for the benefit of the community pursuant to 
the direction of a State attorney general or 
a State official with jurisdiction over the 
type III supporting organization. 

‘‘(6) PRESENT HOLDINGS.—For purposes of 
On page 219, strike lines 5 through 9 and in-

sert the following: 
(a) REQUIREMENT TO FILE RETURN.—Sub-

paragraph (B) of section 6033(a)(3), as redesig-
nated by section 311, is amended by inserting 
‘‘(other than an organization described in 
section 509(a)(3))’’ after ‘‘paragraph (1)’’. 

Beginning on page 225, line 9, strike all 
through page 230, line 21 and insert the fol-
lowing: 
SEC. 402. MODIFICATION TO S CORPORATION 

PASSIVE INVESTMENT INCOME 
RULES. 

(a) INCREASED PERCENTAGE LIMIT.—Para-
graph (2) of section 1375(a) is amended by 
striking ‘‘25 PERCENT’’ and inserting ‘‘60 
PERCENT’’. 

(b) REPEAL OF EXCESSIVE PASSIVE INCOME 
AS A TERMINATION EVENT.— 

(1) IN GENERAL.—Section 1362(d) is amended 
by striking paragraph (3). 

(2) CONFORMING AMENDMENT.—Subsection 
(b) of section 1375 is amended by striking 
paragraphs (3) and (4) and inserting the fol-
lowing new paragraph: 

‘‘(3) PASSIVE INVESTMENT INCOME DE-
FINED.— 

‘‘(A) Except as otherwise provided in this 
paragraph, the term ‘passive investment in-
come’ means gross receipts derived from roy-
alties, rents, dividends, interest, and annu-
ities. 

‘‘(B) EXCEPTION FOR INTEREST ON NOTES 
FROM SALES OF INVENTORY.—The term ‘pas-
sive investment income’ shall not include in-
terest on any obligation acquired in the ordi-
nary course of the corporation’s trade or 
business from its sale of property described 
in section 1221(a)(1). 

‘‘(C) TREATMENT OF CERTAIN LENDING OR FI-
NANCE COMPANIES.—If the S corporation 
meets the requirements of section 542(c)(6) 
for the taxable year, the term ‘passive in-
vestment income’ shall not include gross re-
ceipts for the taxable year which are derived 
directly from the active and regular conduct 
of a lending or finance business (as defined in 
section 542(d)(1)). 

‘‘(D) TREATMENT OF CERTAIN DIVIDENDS.—If 
an S corporation holds stock in a C corpora-
tion meeting the requirements of section 
1504(a)(2), the term ‘passive investment in-
come’ shall not include dividends from such 
C corporation to the extent such dividends 
are attributable to the earnings and profits 
of such C corporation derived from the active 
conduct of a trade or business. 

‘‘(E) EXCEPTION FOR BANKS, ETC.—In the 
case of a bank (as defined in section 581), a 
bank holding company (within the meaning 
of section 2(a) of the Bank Holding Company 
Act of 1956 (12 U.S.C. 1841(a))), or a financial 
holding company (within the meaning of sec-
tion 2(p) of such Act), the term ‘passive in-
vestment income’ shall not include— 

‘‘(i) interest income earned by such bank 
or company, or 

‘‘(ii) dividends on assets required to be held 
by such bank or company, including stock in 
the Federal Reserve Bank, the Federal Home 
Loan Bank, or the Federal Agricultural 
Mortgage Bank or participation certificates 
issued by a Federal Intermediate Credit 
Bank. 

‘‘(F) COORDINATION WITH SECTION 1374.—The 
amount of passive investment income shall 
be determined by not taking into account 
any recognized built-in gain or loss of the S 
corporation for any taxable year in the rec-
ognition period. Terms used in the preceding 
sentence shall have the same respective 
meanings as when used in section 1374.’’. 

(c) CONFORMING AMENDMENTS.— 

(1) Subparagraph (J) of section 26(b)(2) is 
amended by striking ‘‘25 percent’’ and insert-
ing ‘‘60 percent’’. 

(2) Clause (i) of section 1042(c)(4)(A) is 
amended by striking ‘‘section 1362(d)(3)(C)’’ 
and inserting ‘‘section 1375(b)(3)’’. 

(3) Subparagraph (B) of section 1362(f)(1) is 
amended by striking ‘‘or (3)’’. 

(4) Clause (i) of section 1375(b)(1)(A) is 
amended by striking ‘‘25 percent’’ and insert-
ing ‘‘60 percent’’. 

(5) Subsection (d) of section 1375 is amend-
ed by striking ‘‘subchapter C’’ both places it 
appears and inserting ‘‘accumulated’’. 

(6) The heading for section 1375 is amended 
by striking ‘‘25 PERCENT’’ and inserting ‘‘60 
PERCENT’’. 

(7) The item relating to section 1375 in the 
table of sections for part III of subchapter S 
of chapter 1 is amended by striking ‘‘25 per-
cent’’ and inserting ‘‘60 percent’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years beginning after December 31, 2005. 

On page 235, in between lines 13 and 14, in-
sert the following: 
SEC. 405. MODIFICATION OF BOND RULE. 

In the case of bonds issued after the date of 
the enactment of this Act and before August 
31, 2009— 

(1) the requirement of paragraph (1) of sec-
tion 648 of the Deficit Reduction Act of 1984 
(98 Stat. 941) shall be treated as met with re-
spect to the securities or obligations referred 
to in such section if such securities or obli-
gations are held in a fund the annual dis-
tributions from which cannot exceed 7 per-
cent of the average fair market value of the 
assets held in such fund except to the extent 
distributions are necessary to pay debt serv-
ice on the bond issue, 

(2) paragraph (3) of such section shall be 
applied by substituting ‘‘distributions from’’ 
for ‘‘the investment earnings of’’ both places 
it appears, and 

(3) Paragraph (4) of such section shall be 
applied by substituting ‘‘March 1, 1985’’ for 
‘‘October 9, 1969’’. 
SEC. 406. TREATMENT OF CERTAIN STOCK OP-

TION PLANS UNDER NONQUALIFIED 
DEFERRED COMPENSATION RULES. 

(a) IN GENERAL.—The Secretary of the 
Treasury shall modify the regulations under 
section 409A of the Internal Revenue Code of 
1986 to extend to applicable foreign option 
plans the exception under such section for 
incentive stock options under section 422 of 
such Code and options granted under an em-
ployee stock purchase plan meeting the re-
quirements of section 423 of such Code. Such 
extension shall be subject to such terms and 
conditions as may be prescribed in such reg-
ulations. 

(b) APPLICABLE FOREIGN OPTION PLANS.— 
For purposes of subsection (a)— 

(1) IN GENERAL.—The term ‘‘applicable for-
eign option plan’’ means a plan providing for 
the issuance of employee stock options— 

(A) which is established under the laws of 
a foreign jurisdiction, and 

(B) which, under such laws or the terms of 
the plan (or both), is subject to requirements 
substantially similar to the requirements 
under section 422 or 423 of such Code. 

(2) SUBSTANTIALLY SIMILAR.—A plan shall 
not be treated as subject to substantially 
similar requirements under paragraph (1)(B) 
unless— 

(A) the plan is required to cover substan-
tially all employees, 

(B) in the case of an option under an em-
ployee stock purchase plan, the plan is re-
quired to provide an option price which is 
not less than the amount specified in section 
423(b)(6) of such Code, except that such sec-
tion shall be applied by substituting ‘‘80 per-
cent’’ for ‘‘85 percent’’ each place it appears, 

(C) the plan is required to provide coverage 
of individuals who, but for the exception of 
the application of section 409A of such Code 
by reason of this section, would be subject to 
tax under such section with respect to the 
plan, and 

(D) the plan meets such other require-
ments as the Secretary of the Treasury pre-
scribes in the regulations under subsection 
(a). 
SEC. 407. SENSE OF THE SENATE REGARDING 

THE DEDICATION OF EXCESS FUNDS. 
It is the sense of the Senate that any in-

creases in revenues to the Treasury as a re-
sult of this Act and the amendments made 
by this Act that exceed the amounts speci-
fied in the reconciliation instructions shall 
be dedicated to the Low-Income Home En-
ergy Assistance Program, in an amount not 
to exceed the amount which is $2,900,000,000 
more than the funding levels established for 
such Program for fiscal year 2005. 

Beginning on page 236, line 17, strike all 
through page 239, line 6 and insert the fol-
lowing: 
SEC. 502. MODIFICATION OF EFFECTIVE DATE OF 

EXCEPTION FROM SUSPENSION 
RULES FOR CERTAIN LISTED AND 
REPORTABLE TRANSACTIONS. 

(a) EFFECTIVE DATE MODIFICATION.— 
(1) IN GENERAL.—Paragraph (2) of section 

903(d) of the American Jobs Creation Act of 
2004 is amended to read as follows: 

‘‘(2) EXCEPTION FOR REPORTABLE OR LISTED 
TRANSACTIONS.— 

‘‘(A) IN GENERAL.—The amendments made 
by subsection (c) shall apply with respect to 
interest accruing after October 3, 2004. 

‘‘(B) SPECIAL RULE FOR CERTAIN LISTED AND 
REPORTABLE TRANSACTIONS.— 

‘‘(i) IN GENERAL.—Except as provided in 
clause (ii), the amendments made by sub-
section (c) shall also apply with respect to 
interest accruing on or before October 3, 
2004. 

‘‘(ii) PARTICIPANTS IN SETTLEMENT INITIA-
TIVES.—Clause (i) shall not apply to any 
transaction if, as of January 23, 2006— 

‘‘(I) the taxpayer is participating in a set-
tlement initiative described in Internal Rev-
enue Service Announcement 2005-80 with re-
spect to such transaction, or 

‘‘(II) the taxpayer has entered into a set-
tlement agreement pursuant to such an ini-
tiative. 

‘‘(iii) TERMINATION OF EXCEPTION.—Clause 
(ii)(I) shall not apply to any taxpayer if, 
after January 23, 2006, the taxpayer with-
draws from, or terminates, participation in 
the initiative or the Secretary of the Treas-
ury or the Secretary’s delegate determines 
that a settlement agreement will not be 
reached pursuant to the initiative within a 
reasonable period of time.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall take effect as 
if included in the provisions of the American 
Jobs Creation Act of 2004 to which it relates. 

(b) TREATMENT OF AMENDED RETURNS AND 
OTHER SIMILAR NOTICES OF ADDITIONAL TAX 
OWED.— 

(1) IN GENERAL.—Section 6404(g)(1) (relating 
to suspension) is amended by adding at the 
end the following new sentence: ‘‘If, after the 
return for a taxable year is filed, the tax-
payer provides to the Secretary 1 or more 
signed written documents showing that the 
taxpayer owes an additional amount of tax 
for the taxable year, clause (i) shall be ap-
plied by substituting the date the last of the 
documents was provided for the date on 
which the return is filed.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to docu-
ments provided on or after the date of the 
enactment of this Act. 

On page 244, after line 24, insert the fol-
lowing: 
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SEC. 504. PENALTY FOR PROMOTING ABUSIVE 

TAX SHELTERS. 
(a) PENALTY FOR PROMOTING ABUSIVE TAX 

SHELTERS.—Section 6700 (relating to pro-
moting abusive tax shelters, etc.) is amend-
ed— 

(1) by redesignating subsections (b) and (c) 
as subsections (d) and (e), respectively, 

(2) by striking ‘‘a penalty’’ and all that fol-
lows through the period in the first sentence 
of subsection (a) and inserting ‘‘a penalty de-
termined under subsection (b)’’, and 

(3) by inserting after subsection (a) the fol-
lowing new subsections: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
be 100 percent of the gross income derived (or 
to be derived) from such activity by the per-
son or persons subject to such penalty. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of an activity described in subsection 
(a), each instance in which income was de-
rived by the person or persons subject to 
such penalty, and each person who partici-
pated in such an activity. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to such activity, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection. 

‘‘(c) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(b) CONFORMING AMENDMENT.—Section 
6700(a) is amended by striking the last sen-
tence. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to the ac-
tivities described in paragraphs (1) and (2) of 
section 6700(a) of the Internal Revenue Code 
of 1986 and after the date of the enactment of 
this Act. 
SEC. 505. PENALTY FOR AIDING AND ABETTING 

THE UNDERSTATEMENT OF TAX LI-
ABILITY. 

(a) IN GENERAL.—Section 6701(a) (relating 
to imposition of penalty) is amended— 

(1) by inserting ‘‘, or tax liability reflected 
in,’’ after ‘‘the preparation or presentation 
of’’ in paragraph (1), 

(2) by inserting ‘‘aid, assistance, procure-
ment, or advice with respect to such’’ before 
‘‘portion’’ both places it appears in para-
graphs (2) and (3), and 

(3) by inserting ‘‘instance of aid, assist-
ance, procurement, or advice or each such’’ 
before ‘‘document’’ in the matter following 
paragraph (3). 

(b) AMOUNT OF PENALTY.—Subsection (b) of 
section 6701 (relating to penalties for aiding 
and abetting understatement of tax liability) 
is amended to read as follows: 

‘‘(b) AMOUNT OF PENALTY; CALCULATION OF 
PENALTY; LIABILITY FOR PENALTY.— 

‘‘(1) AMOUNT OF PENALTY.—The amount of 
the penalty imposed by subsection (a) shall 
be 100 percent of the gross income derived (or 
to be derived) from such aid, assistance, pro-
curement, or advice provided by the person 
or persons subject to such penalty. 

‘‘(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1) 
shall be calculated with respect to each in-
stance of aid, assistance, procurement, or ad-
vice described in subsection (a), each in-
stance in which income was derived by the 
person or persons subject to such penalty, 
and each person who made such an under-
statement of the liability for tax. 

‘‘(3) LIABILITY FOR PENALTY.—If more than 
1 person is liable under subsection (a) with 
respect to providing such aid, assistance, 
procurement, or advice, all such persons 
shall be jointly and severally liable for the 
penalty under such subsection.’’. 

(c) PENALTY NOT DEDUCTIBLE.—Section 6701 
is amended by adding at the end the fol-
lowing new subsection: 

‘‘(g) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle 
or avoid the imposition of such penalty shall 
not be considered an ordinary and necessary 
expense in carrying on a trade or business 
for purposes of this title and shall not be de-
ductible by the person who is subject to such 
penalty or who makes such payment.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to the ac-
tivities described in section 6701(a) of the In-
ternal Revenue Code of 1986 after the date of 
the enactment of this Act. 

Beginning on page 261, line 20, strike all 
through page 264, line 14, and insert the fol-
lowing: 
SEC. 531. INCREASE IN CRIMINAL MONETARY 

PENALTY LIMITATION FOR THE UN-
DERPAYMENT OR OVERPAYMENT OF 
TAX DUE TO FRAUD. 

(a) IN GENERAL.—Section 7206 (relating to 
fraud and false statements) is amended— 

(1) by striking ‘‘Any person who—’’ and in-
serting ‘‘(a) IN GENERAL.—Any person who— 
’’, and 

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

‘‘(b) INCREASE IN MONETARY LIMITATION FOR 
UNDERPAYMENT OR OVERPAYMENT OF TAX DUE 
TO FRAUD.—If any portion of any under-
payment (as defined in section 6664(a)) or 
overpayment (as defined in section 6401(a)) of 
tax required to be shown on a return is at-
tributable to fraudulent action described in 
subsection (a), the applicable dollar amount 
under subsection (a) shall in no event be less 
than an amount equal to such portion. A rule 
similar to the rule under section 6663(b) shall 
apply for purposes of determining the por-
tion so attributable.’’. 

(b) INCREASE IN PENALTIES.— 
(1) ATTEMPT TO EVADE OR DEFEAT TAX.— 

Section 7201 is amended— 
(A) by striking ‘‘$100,000’’ and inserting 

‘‘$500,000’’, 
(B) by striking ‘‘$500,000’’ and inserting 

‘‘$1,000,000’’, and 
(C) by striking ‘‘5 years’’ and inserting ‘‘10 

years’’. 
(2) WILLFUL FAILURE TO FILE RETURN, SUP-

PLY INFORMATION, OR PAY TAX.—Section 7203 
is amended— 

(A) in the first sentence— 
(i) by striking ‘‘Any person’’ and inserting 

the following: 
‘‘(a) IN GENERAL.—Any person’’, and 
(ii) by striking ‘‘$25,000’’ and inserting 

‘‘$50,000’’, 
(B) in the third sentence, by striking ‘‘sec-

tion’’ and inserting ‘‘subsection’’, and 
(C) by adding at the end the following new 

subsection: 
‘‘(b) AGGRAVATED FAILURE TO FILE.— 
‘‘(1) IN GENERAL.—In the case of any failure 

described in paragraph (2), the first sentence 
of subsection (a) shall be applied by sub-
stituting— 

‘‘(A) ‘felony’ for ‘misdemeanor’, 
‘‘(B) ‘$500,000 ($1,000,000’ for ‘$25,000 

($100,000’, and 
‘‘(C) ‘10 years’ for ‘1 year’. 
‘‘(2) FAILURE DESCRIBED.—A failure de-

scribed in this paragraph is a failure to make 
a return described in subsection (a) for a pe-
riod of 3 or more consecutive taxable 
years.’’. 

(3) FRAUD AND FALSE STATEMENTS.—Section 
7206(a) (as redesignated by subsection (a)) is 
amended— 

(A) by striking ‘‘$100,000’’ and inserting 
‘‘$500,000’’, 

(B) by striking ‘‘$500,000’’ and inserting 
‘‘$1,000,000’’, and 

(C) by striking ‘‘3 years’’ and inserting ‘‘5 
years’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to actions, 
and failures to act, occurring after the date 
of the enactment of this Act. 

On page 276, line 20, strike ‘‘$1,250’’ and in-
sert ‘‘$2,000’’. 

On page 276, line 22, strike ‘‘$25’’ and insert 
‘‘$40’’. 

On page 323, after line 20, insert the fol-
lowing: 
SEC. 563. APPLICATION OF FIRPTA TO REGU-

LATED INVESTMENT COMPANIES. 
(a) IN GENERAL.—Subclause (II) of section 

897(h)(4)(A)(i) (defining qualified investment 
entity) is amended by inserting ‘‘which is a 
United States real property holding corpora-
tion or which would be a United States real 
property holding corporation if the excep-
tions provided in subsections (c)(3) and (h)(2) 
did not apply to interests in any real estate 
investment trust or regulated investment 
company’’ after ‘‘regulated investment com-
pany’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions with respect to taxable years beginning 
after December 31, 2004. 
SEC. 564. TREATMENT OF DISTRIBUTIONS AT-

TRIBUTABLE TO FIRPTA GAINS. 
(a) QUALIFIED INVESTMENT ENTITY.— 
(1) IN GENERAL.—Section 897(h)(1) is amend-

ed— 
(A) by striking ‘‘a nonresident alien indi-

vidual or a foreign corporation’’ in the first 
sentence and inserting ‘‘a nonresident alien 
individual, a foreign corporation, or other 
qualified investment entity’’, 

(B) by striking ‘‘such nonresident alien in-
dividual or foreign corporation’’ in the first 
sentence and inserting ‘‘such nonresident 
alien individual, foreign corporation, or 
other qualified investment entity’’, and 

(C) by striking the second sentence and in-
serting the following new sentence: ‘‘Not-
withstanding the preceding sentence, any 
distribution by a qualified investment entity 
to a nonresident alien, a foreign corporation, 
or other qualified investment entity with re-
spect to any class of stock which is regularly 
traded on an established securities market 
located in the United States shall not be 
treated as gain recognized from the sale or 
exchange of a United States real property in-
terest if the shareholder did not own more 
than 5 percent of such class of stock at any 
time during the 1 year period ending on the 
date of such distribution.’’. 

(2) APPLICATION AFTER 2007.—Clause (ii) of 
section 897(h)(4)(A) is amended by adding at 
the end the following new sentence: ‘‘Not-
withstanding the preceding sentence, an en-
tity described in clause (i)(II) shall be treat-
ed as a qualified investment entity for pur-
poses of applying paragraph (1) in any case in 
which a real estate investment trust makes 
a distribution to an entity described in 
clause (i)(II).’’. 

(b) TREATMENT OF CERTAIN DISTRIBUTIONS 
AS DIVIDENDS.— 

(1) IN GENERAL.—Section 852(b)(3) (relating 
to capital gains) is amended by adding at the 
end the following new subparagraph: 

‘‘(E) CERTAIN DISTRIBUTIONS.—In the case 
of a distribution to which section 897 does 
not apply by reason of the second sentence of 
section 897(h)(1), the amount of such dis-
tribution which would be included in com-
puting long-term capital gains for the share-
holder under subparagraph (B) or (D) (with-
out regard to this subparagraph)— 

‘‘(i) shall not be included in computing 
such shareholder’s long-term capital gains, 
and 
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‘‘(ii) shall be included in such shareholder’s 

gross income as a dividend from the regu-
lated investment company.’’. 

(2) CONFORMING AMENDMENT.—Section 
871(k)(2) (relating to short-term capital gain 
dividends) is amended by adding at the end 
the following new subparagraph: 

‘‘(E) CERTAIN DISTRIBUTIONS.—In the case 
of a distribution to which section 897 does 
not apply by reason of the second sentence of 
section 897(h)(1), the amount which would be 
treated as a short-term capital gain dividend 
to the shareholder (without regard to this 
subparagraph)— 

‘‘(i) shall not be treated as a short-term 
capital gain dividend, and 

‘‘(ii) shall be included in such shareholder’s 
gross income as a dividend from the regu-
lated investment company.’’. 

(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall apply to taxable years of quali-
fied investment entities beginning after the 
date of the enactment of this Act. 

(2) DIVIDENDS.—The amendments made by 
subsection (b) shall apply to dividends with 
respect to taxable years of regulated invest-
ment companies beginning after December 
31, 2004. 
SEC. 565. PREVENTION OF AVOIDANCE OF TAX 

ON INVESTMENTS OF FOREIGN PER-
SONS IN UNITED STATES REAL 
PROPERTY THROUGH WASH SALE 
TRANSACTIONS. 

(a) IN GENERAL.—Section 897(h) of the In-
ternal Revenue Code of 1986 (relating to spe-
cial rules in certain investment entities) is 
amended by redesignating paragraph (4) as 
paragraph (5) and by inserting after para-
graph (3) the following new paragraph: 

‘‘(4) TREATMENT OF CERTAIN WASH SALE 
TRANSACTIONS.— 

‘‘(A) IN GENERAL.—If an interest in a do-
mestically controlled qualified investment 
entity is disposed of in an applicable wash 
sale transaction, the taxpayer shall, for pur-
poses of this section, be treated as having 
gain from the sale or exchange of a United 
States real property interest in an amount 
equal to the portion of the distribution de-
scribed in subparagraph (B) with respect to 
such interest which, but for the disposition, 
would have been treated by the taxpayer as 
gain from the sale or exchange of a United 
States real property interest under para-
graph (1). 

‘‘(B) APPLICABLE WASH SALES TRANS-
ACTION.—For purposes of this paragraph— 

‘‘(i) IN GENERAL.—The term ‘applicable 
wash sales transaction’ means any trans-
action (or series of transactions) under 
which a nonresident alien individual or for-
eign corporation— 

‘‘(I) disposes of an interest in a domesti-
cally controlled qualified investment entity 
during the 30-day period preceding a dis-
tribution which is to be made with respect to 
the interest and any portion of which, but 
for the disposition, would have been treated 
by the taxpayer as gain from the sale or ex-
change of a United States real property in-
terest under paragraph (1), and 

‘‘(II) acquires an identical interest in such 
entity during the 60-day period beginning 
with the 1st day of the 30-day period de-
scribed in subclause (I). 

For purposes of subclause (II), a nonresident 
alien individual or foreign corporation shall 
be treated as having acquired any interest 
acquired by a person related (within the 
meaning of section 465(b)(3)(C)) to the indi-
vidual or corporation. 

‘‘(ii) EXCEPTION WHERE DISTRIBUTION ACTU-
ALLY RECEIVED.—A transaction shall not be 
treated as an applicable wash sales trans-
action if the nonresident alien individual or 
foreign corporation receives the distribution 

described in clause (i)(I) with respect to ei-
ther the interest which was disposed of, or 
acquired, in the transaction. 

‘‘(iii) EXCEPTION FOR CERTAIN PUBLICLY 
TRADED STOCK.—A transaction shall not be 
treated as an applicable wash sales trans-
action if it involves the disposition of any 
class of stock in a qualified investment enti-
ty which is regularly traded on an estab-
lished securities market within the United 
States but only if the nonresident alien indi-
vidual or foreign corporation did not own 
more than 5 percent of such class of stock at 
any time during the 1-year period ending on 
the date of the distribution described in 
clause (i)(I).’’. 

(b) NO WITHHOLDING REQUIRED.—Section 
1445(b) of the Internal Revenue Code of 1986 
(relating to exemptions) is amended by add-
ing at the end the following new paragraph: 

‘‘(8) APPLICABLE WASH SALES TRANS-
ACTIONS.—No person shall be required to de-
duct and withhold any amount under sub-
section (a) with respect to a disposition 
which is treated as a disposition of a United 
States real property interest solely by rea-
son of section 897(h)(4).’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to disposi-
tions after December 31, 2005, in taxable 
years ending after such date. 
SEC. 566. MODIFICATIONS TO RULES RELATING 

TO TAXATION OF DISTRIBUTIONS OF 
STOCK AND SECURITIES OF A CON-
TROLLED CORPORATION. 

(a) MODIFICATION OF ACTIVE BUSINESS DEFI-
NITION UNDER SECTION 355.— 

(1) IN GENERAL.—Section 355(b) (defining 
active conduct of a trade or business) is 
amended by adding at the end the following 
new paragraph: 

‘‘(3) SPECIAL RULES RELATING TO ACTIVE 
BUSINESS REQUIREMENT.— 

‘‘(A) IN GENERAL.—For purposes of deter-
mining whether a corporation meets the re-
quirement of paragraph (2)(A), all members 
of such corporation’s separate affiliated 
group shall be treated as 1 corporation. For 
purposes of the preceding sentence, the term 
‘separate affiliated group’ means, with re-
spect to any corporation, the affiliated group 
which would be determined under section 
1504(a) if such corporation were the common 
parent and section 1504(b) did not apply. 

‘‘(B) CONTROL.—For purposes of paragraph 
(2)(D), all distributee corporations which are 
members of the same affiliated group (as de-
fined in section 1504(a) without regard to sec-
tion 1504(b)) shall be treated as 1 distributee 
corporation.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Subparagraph (A) of section 355(b)(2) is 

amended to read as follows: 
‘‘(A) it is engaged in the active conduct of 

a trade or business,’’. 
(B) Section 355(b)(2) of such Code is amend-

ed by striking the last sentence. 
(3) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this subsection shall apply— 
(i) to distributions after the date of the en-

actment of this Act, and before January 1, 
2010, and 

(ii) for purposes of determining the contin-
ued qualification under section 355(b)(2)(A) of 
the Internal Revenue Code of 1986 (as amend-
ed by paragraph (2)(A)) of distributions made 
before such date, as a result of an acquisi-
tion, disposition, or other restructuring after 
such date and before January 1, 2010. 

(B) TRANSITION RULE.—The amendments 
made by this subsection shall not apply to 
any distribution pursuant to a transaction 
which is— 

(i) made pursuant to an agreement which 
was binding on such date of enactment and 
at all times thereafter, 

(ii) described in a ruling request submitted 
to the Internal Revenue Service on or before 
such date, or 

(iii) described on or before such date in a 
public announcement or in a filing with the 
Securities and Exchange Commission. 

(C) ELECTIONS.— 
(i) OUT OF TRANSITION RELIEF.—Subpara-

graph (B) shall not apply if the distributing 
corporation elects not to have such subpara-
graph apply to distributions of such corpora-
tion. Any such election, once made, shall be 
irrevocable. 

(ii) APPLICATION TO PRIOR DISTRIBUTIONS.— 
Subparagraph (A)(ii) shall not apply to a dis-
tributing or controlled corporation if the 
corporation elects not to have such subpara-
graph apply to such corporation. Any such 
election, once made, shall be irrevocable. 

(b) SECTION 355 NOT TO APPLY TO DISTRIBU-
TIONS IF THE DISTRIBUTING OR CONTROLLED 
CORPORATION IS A DISQUALIFIED INVESTMENT 
CORPORATION.— 

(1) IN GENERAL.—Section 355 (relating to 
distributions of stock and securities of a con-
trolled corporation) is amended by adding at 
the end the following new subsection: 

‘‘(g) SECTION NOT TO APPLY TO DISTRIBU-
TIONS INVOLVING DISQUALIFIED INVESTMENT 
CORPORATIONS.— 

‘‘(1) IN GENERAL.—This section (and so 
much of section 356 as relates to this section) 
shall not apply to any distribution which is 
part of a transaction if— 

‘‘(A) either the distributing corporation or 
controlled corporation is, immediately after 
the transaction, a disqualified investment 
corporation, and 

‘‘(B) any person holds, immediately after 
the transaction, a 50-percent or greater in-
terest in any disqualified investment cor-
poration, but only if such person did not hold 
such an interest in such corporation imme-
diately before the transaction. 

‘‘(2) DISQUALIFIED INVESTMENT CORPORA-
TION.—For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘disqualified 
investment corporation’ means any distrib-
uting or controlled corporation if the fair 
market value of the investment assets of the 
corporation is 75 percent or more of the fair 
market value of all assets of the corporation. 

‘‘(B) INVESTMENT ASSETS.— 
‘‘(i) IN GENERAL.—Except as otherwise pro-

vided in this subparagraph, the term ‘invest-
ment assets’ means— 

‘‘(I) cash, 
‘‘(II) any stock or securities in a corpora-

tion, 
‘‘(III) any interest in a partnership, 
‘‘(IV) any debt instrument or other evi-

dence of indebtedness, 
‘‘(V) any option, forward or futures con-

tract, notional principal contract, or deriva-
tive, 

‘‘(VI) foreign currency, or 
‘‘(VII) any similar asset. 
‘‘(ii) EXCEPTION FOR ASSETS USED IN ACTIVE 

CONDUCT OF CERTAIN FINANCIAL TRADES OR 
BUSINESSES.—Such term shall not include 
any asset which is held for use in the active 
and regular conduct of— 

‘‘(I) a lending or finance business (within 
the meaning of section 954(h)(4)), 

‘‘(II) a banking business through a bank (as 
defined in section 581), a domestic building 
and loan association (within the meaning of 
section 7701(a)(19)), or any similar institu-
tion specified by the Secretary, or 

‘‘(III) an insurance business if the conduct 
of the business is licensed, authorized, or 
regulated by an applicable insurance regu-
latory body. 

This clause shall only apply with respect to 
any business if substantially all of the in-
come of the business is derived from persons 
who are not related (within the meaning of 
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section 267(b) or 707(b)(1)) to the person con-
ducting the business. 

‘‘(iii) EXCEPTION FOR SECURITIES MARKED TO 
MARKET.—Such term shall not include any 
security (as defined in section 475(c)(2)) 
which is held by a dealer in securities and to 
which section 475(a) applies. 

‘‘(iv) STOCK OR SECURITIES IN A 25-PERCENT 
CONTROLLED ENTITY.— 

‘‘(I) IN GENERAL.—Such term shall not in-
clude any stock and securities in, or any 
asset described in subclause (IV) or (V) of 
clause (i) issued by, a corporation which is a 
25-percent controlled entity with respect to 
the distributing or controlled corporation. 

‘‘(II) LOOK-THRU RULE.—The distributing or 
controlled corporation shall, for purposes of 
applying this subsection, be treated as own-
ing its ratable share of the assets of any 25- 
percent controlled entity. 

‘‘(III) 25-PERCENT CONTROLLED ENTITY.—For 
purposes of this clause, the term ‘25-percent 
controlled entity’ means, with respect to any 
distributing or controlled corporation, any 
corporation with respect to which the dis-
tributing or controlled corporation owns di-
rectly or indirectly stock meeting the re-
quirements of section 1504(a)(2), except that 
such section shall be applied by substituting 
‘25 percent’ for ‘80 percent’ and without re-
gard to stock described in section 1504(a)(4). 

‘‘(v) INTERESTS IN CERTAIN PARTNERSHIPS.— 
‘‘(I) IN GENERAL.—Such term shall not in-

clude any interest in a partnership, or any 
debt instrument or other evidence of indebt-
edness, issued by the partnership, if 1 or 
more of the trades or businesses of the part-
nership are (or, without regard to the 5-year 
requirement under subsection (b)(2)(B), 
would be) taken into account by the distrib-
uting or controlled corporation, as the case 
may be, in determining whether the require-
ments of subsection (b) are met with respect 
to the distribution. 

‘‘(II) LOOK-THRU RULE.—The distributing or 
controlled corporation shall, for purposes of 
applying this subsection, be treated as own-
ing its ratable share of the assets of any 
partnership described in subclause (I). 

‘‘(3) 50-PERCENT OR GREATER INTEREST.—For 
purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘50-percent or 
greater interest’ has the meaning given such 
term by subsection (d)(4). 

‘‘(B) ATTRIBUTION RULES.—The rules of sec-
tion 318 shall apply for purposes of deter-
mining ownership of stock for purposes of 
this paragraph. 

‘‘(4) TRANSACTION.—For purposes of this 
subsection, the term ‘transaction’ includes a 
series of transactions. 

‘‘(5) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary to carry out, or prevent the avoidance 
of, the purposes of this subsection, including 
regulations— 

‘‘(A) to carry out, or prevent the avoidance 
of, the purposes of this subsection in cases 
involving— 

‘‘(i) the use of related persons, inter-
mediaries, pass-thru entities, options, or 
other arrangements, and 

‘‘(ii) the treatment of assets unrelated to 
the trade or business of a corporation as in-
vestment assets if, prior to the distribution, 
investment assets were used to acquire such 
unrelated assets, 

‘‘(B) which in appropriate cases exclude 
from the application of this subsection a dis-
tribution which does not have the character 
of a redemption which would be treated as a 
sale or exchange under section 302, and 

‘‘(C) which modify the application of the 
attribution rules applied for purposes of this 
subsection.’’. 

(2) EFFECTIVE DATES.— 
(A) IN GENERAL.—The amendments made 

by this subsection shall apply to distribu-

tions after the date of the enactment of this 
Act. 

(B) TRANSITION RULE.—The amendments 
made by this subsection shall not apply to 
any distribution pursuant to a transaction 
which is— 

(i) made pursuant to an agreement which 
was binding on such date of enactment and 
at all times thereafter, 

(ii) described in a ruling request submitted 
to the Internal Revenue Service on or before 
such date, or 

(iii) described on or before such date in a 
public announcement or in a filing with the 
Securities and Exchange Commission. 
SEC. 567. AMORTIZATION OF EXPENSES IN-

CURRED IN CREATING OR ACQUIR-
ING MUSIC OR MUSIC COPYRIGHTS. 

(a) IN GENERAL.—Section 263A (relating to 
capitalization and inclusion in inventory 
costs of certain expenses) is amended by re-
designating subsection (i) as subsection (j) 
and by adding after subsection (h) the fol-
lowing new subsection: 

‘‘(i) SPECIAL RULES FOR CERTAIN MUSICAL 
WORKS AND COPYRIGHTS.— 

‘‘(1) IN GENERAL.—If— 
‘‘(A) any expense is paid or incurred by the 

taxpayer in creating or acquiring any musi-
cal composition (including any accom-
panying words) or any copyright with re-
spect to a musical composition, and 

‘‘(B) such expense is required to be capital-
ized under this section, 

then, notwithstanding section 167(g), the 
amount capitalized shall be amortized rat-
ably over the 5-year period beginning with 
the month in which the composition or copy-
right was acquired (or, in the case of ex-
penses paid or incurred in connection with 
the creation of a musical composition, the 5- 
taxable-year period beginning with the tax-
able year in which the expenses were paid or 
incurred). 

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not 
apply to any expense— 

‘‘(A) which is a qualified creative expense 
under subsection (h), 

‘‘(B) to which a simplified procedure estab-
lished under subsection (j)(2) applies, 

‘‘(C) which is an amortizable section 197 in-
tangible (as defined in section 197(c)), or 

‘‘(D) which, without regard to this section, 
would not be allowable as a deduction.’’ 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to expenses 
paid or incurred after December 31, 2005, in 
taxable years ending after such date. 
SEC. 568. CREDIT TO HOLDERS OF RURAL REN-

AISSANCE BONDS. 
(a) IN GENERAL.—Subpart H of part IV of 

subchapter A of chapter 1 (relating to credits 
against tax) is amended by adding at the end 
the following new section: 
‘‘SEC. 54A. CREDIT TO HOLDERS OF RURAL REN-

AISSANCE BONDS. 
‘‘(a) ALLOWANCE OF CREDIT.—In the case of 

a taxpayer who holds a rural renaissance 
bond on a credit allowance date of such bond, 
which occurs during the taxable year, there 
shall be allowed as a credit against the tax 
imposed by this chapter for such taxable 
year an amount equal to the sum of the cred-
its determined under subsection (b) with re-
spect to credit allowance dates during such 
year on which the taxpayer holds such bond. 

‘‘(b) AMOUNT OF CREDIT.— 
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a rural 
renaissance bond is 25 percent of the annual 
credit determined with respect to such bond. 

‘‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any rural renais-
sance bond is the product of— 

‘‘(A) the credit rate determined by the Sec-
retary under paragraph (3) for the day on 
which such bond was sold, multiplied by 

‘‘(B) the outstanding face amount of the 
bond. 

‘‘(3) DETERMINATION.—For purposes of para-
graph (2), with respect to any rural renais-
sance bond, the Secretary shall determine 
daily or caused to be determined daily a 
credit rate which shall apply to the first day 
on which there is a binding, written contract 
for the sale or exchange of the bond. The 
credit rate for any day is the credit rate 
which the Secretary or the Secretary’s des-
ignee estimates will permit the issuance of 
rural renaissance bonds with a specified ma-
turity or redemption date without discount 
and without interest cost to the qualified 
issuer. 

‘‘(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means— 

‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term also includes the last day on 
which the bond is outstanding. 

‘‘(5) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3- 
month period during which the bond is out-
standing. A similar rule shall apply when the 
bond is redeemed or matures. 

‘‘(c) LIMITATION BASED ON AMOUNT OF 
TAX.—The credit allowed under subsection 
(a) for any taxable year shall not exceed the 
excess of— 

‘‘(1) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(2) the sum of the credits allowable under 
this part (other than subpart C thereof, re-
lating to refundable credits). 

‘‘(d) RURAL RENAISSANCE BOND.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘rural renais-
sance bond’ means any bond issued as part of 
an issue if— 

‘‘(A) the bond is issued by a qualified 
issuer, 

‘‘(B) 95 percent or more of the proceeds 
from the sale of such issue are to be used for 
capital expenditures incurred for 1 or more 
qualified projects, 

‘‘(C) the qualified issuer designates such 
bond for purposes of this section and the 
bond is in registered form, and 

‘‘(D) the issue meets the requirements of 
subsections (e) and (h). 

‘‘(2) QUALIFIED PROJECT; SPECIAL USE 
RULES.— 

‘‘(A) IN GENERAL.—The term ‘qualified 
project’ means 1 or more projects described 
in subparagraph (B) located in a rural area. 

‘‘(B) PROJECTS DESCRIBED.—A project de-
scribed in this subparagraph is— 

‘‘(i) a water or waste treatment project, 
‘‘(ii) an affordable housing project, 
‘‘(iii) a community facility project, includ-

ing hospitals, fire and police stations, and 
nursing and assisted-living facilities, 

‘‘(iv) a value-added agriculture or renew-
able energy facility project for agricultural 
producers or farmer-owned entities, includ-
ing any project to promote the production, 
processing, or retail sale of ethanol (includ-
ing fuel at least 85 percent of the volume of 
which consists of ethanol), biodiesel, animal 
waste, biomass, raw commodities, or wind as 
a fuel, 

‘‘(v) a distance learning or telemedicine 
project, 

‘‘(vi) a rural utility infrastructure project, 
including any electric or telephone system, 
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‘‘(vii) a project to expand broadband tech-

nology, 
‘‘(viii) a rural teleworks project, and 
‘‘(ix) any project described in any pre-

ceding clause carried out by the Delta Re-
gional Authority. 

‘‘(C) SPECIAL RULES.—For purposes of this 
paragraph— 

‘‘(i) any project described in subparagraph 
(B)(iv) for a farmer-owned entity may be 
considered a qualified project if such entity 
is located in a rural area, or in the case of a 
farmer-owned entity the headquarters of 
which are located in a nonrural area, if the 
project is located in a rural area, and 

‘‘(ii) any project for a farmer-owned entity 
which is a facility described in subparagraph 
(B)(iv) for agricultural producers may be 
considered a qualified project regardless of 
whether the facility is located in a rural or 
nonrural area. 

‘‘(3) SPECIAL USE RULES.— 
‘‘(A) REFINANCING RULES.—For purposes of 

paragraph (1)(B), a qualified project may be 
refinanced with proceeds of a rural renais-
sance bond only if the indebtedness being re-
financed (including any obligation directly 
or indirectly refinanced by such indebted-
ness) was originally incurred after the date 
of the enactment of this section. 

‘‘(B) REIMBURSEMENT.—For purposes of 
paragraph (1)(B), a rural renaissance bond 
may be issued to reimburse a borrower for 
amounts paid after the date of the enact-
ment of this section with respect to a quali-
fied project, but only if— 

‘‘(i) prior to the payment of the original 
expenditure, the borrower declared its intent 
to reimburse such expenditure with the pro-
ceeds of a rural renaissance bond, 

‘‘(ii) not later than 60 days after payment 
of the original expenditure, the qualified 
issuer adopts an official intent to reimburse 
the original expenditure with such proceeds, 
and 

‘‘(iii) the reimbursement is made not later 
than 18 months after the date the original 
expenditure is paid. 

‘‘(C) TREATMENT OF CHANGES IN USE.—For 
purposes of paragraph (1)(B), the proceeds of 
an issue shall not be treated as used for a 
qualified project to the extent that a bor-
rower takes any action within its control 
which causes such proceeds not to be used 
for a qualified project. The Secretary shall 
prescribe regulations specifying remedial ac-
tions that may be taken (including condi-
tions to taking such remedial actions) to 
prevent an action described in the preceding 
sentence from causing a bond to fail to be a 
rural renaissance bond. 

‘‘(e) MATURITY LIMITATIONS.— 
‘‘(1) DURATION OF TERM.—A bond shall not 

be treated as a rural renaissance bond if the 
maturity of such bond exceeds the maximum 
term determined by the Secretary under 
paragraph (2) with respect to such bond. 

‘‘(2) MAXIMUM TERM.—During each calendar 
month, the Secretary shall determine the 
maximum term permitted under this para-
graph for bonds issued during the following 
calendar month. Such maximum term shall 
be the term which the Secretary estimates 
will result in the present value of the obliga-
tion to repay the principal on the bond being 
equal to 50 percent of the face amount of 
such bond. Such present value shall be deter-
mined without regard to the requirements of 
subsection (f)(3) and using as a discount rate 
the average annual interest rate of tax-ex-
empt obligations having a term of 10 years or 
more which are issued during the month. If 
the term as so determined is not a multiple 
of a whole year, such term shall be rounded 
to the next highest whole year. 

‘‘(3) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—A bond shall not be treated as a 
rural renaissance bond unless it is part of an 

issue which provides for an equal amount of 
principal to be paid by the qualified issuer 
during each calendar year that the issue is 
outstanding. 

‘‘(f) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.— 

‘‘(1) NATIONAL LIMITATION.—There is a rural 
renaissance bond limitation of $200,000,000. 

‘‘(2) ALLOCATION BY SECRETARY.—The Sec-
retary shall allocate the amount described in 
paragraph (1) among qualified projects in 
such manner as the Secretary determines ap-
propriate. 

‘‘(g) CREDIT INCLUDED IN GROSS INCOME.— 
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section (determined without regard to sub-
section (c)) and the amount so included shall 
be treated as interest income. 

‘‘(h) SPECIAL RULES RELATING TO EXPENDI-
TURES.— 

‘‘(1) IN GENERAL.—An issue shall be treated 
as meeting the requirements of this sub-
section if, as of the date of issuance, the 
qualified issuer reasonably expects— 

‘‘(A) at least 95 percent of the proceeds 
from the sale of the issue are to be spent for 
1 or more qualified projects within the 5-year 
period beginning on the date of issuance of 
the rural renaissance bond, 

‘‘(B) a binding commitment with a third 
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning 
on the date of issuance of the rural renais-
sance bond or, in the case of a rural renais-
sance bond, the proceeds of which are to be 
loaned to 2 or more borrowers, such binding 
commitment will be incurred within the 6- 
month period beginning on the date of the 
loan of such proceeds to a borrower, and 

‘‘(C) such projects will be completed with 
due diligence and the proceeds from the sale 
of the issue will be spent with due diligence. 

‘‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of 
the period described in paragraph (1)(A), the 
Secretary may extend such period if the 
qualified issuer establishes that the failure 
to satisfy the 5-year requirement is due to 
reasonable cause and the related projects 
will continue to proceed with due diligence. 

‘‘(3) FAILURE TO SPEND REQUIRED AMOUNT OF 
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
tent that less than 95 percent of the proceeds 
of such issue are expended by the close of the 
5-year period beginning on the date of 
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of 
the extended period), the qualified issuer 
shall redeem all of the nonqualified bonds 
within 90 days after the end of such period. 
For purposes of this paragraph, the amount 
of the nonqualified bonds required to be re-
deemed shall be determined in the same 
manner as under section 142. 

‘‘(i) SPECIAL RULES RELATING TO ARBI-
TRAGE.—A bond which is part of an issue 
shall not be treated as a rural renaissance 
bond unless, with respect to the issue of 
which the bond is a part, the qualified issuer 
satisfies the arbitrage requirements of sec-
tion 148 with respect to proceeds of the issue. 

‘‘(j) QUALIFIED ISSUER.—For purposes of 
this section— 

‘‘(1) IN GENERAL.—The term ‘qualified 
issuer’ means any not-for-profit cooperative 
lender which has as of the date of the enact-
ment of this section received a guarantee 
under section 306 of the Rural Electrification 
Act and which meets the requirement of 
paragraph (2). 

‘‘(2) USER FEE REQUIREMENT.—The require-
ment of this paragraph is met if the issuer of 
any rural renaissance bond makes grants for 
qualified projects as defined under sub-
section (d)(2) on a semi-annual basis every 
year that such bond is outstanding in an an-

nual amount equal to one-half of the rate on 
United States Treasury Bills of the same ma-
turity multiplied by the outstanding prin-
ciple balance of rural renaissance bonds 
issued by such issuer. 

‘‘(k) SPECIAL RULES RELATING TO POOL 
BONDS.—No portion of a pooled financing 
bond may be allocable to loan unless the bor-
rower has entered into a written loan com-
mitment for such portion prior to the issue 
date of such issue. 

‘‘(l) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) BOND.—The term ‘bond’ includes any 
obligation. 

‘‘(2) POOLED FINANCING BOND.—The term 
‘pooled financing bond’ shall have the mean-
ing given such term by section 149(f)(4)(A). 

‘‘(3) RURAL AREA.—The term ‘rural area’ 
means any area other than— 

‘‘(A) a city or town which has a population 
of greater than 50,000 inhabitants, or 

‘‘(B) the urbanized area contiguous and ad-
jacent to such a city or town. 

‘‘(4) PARTNERSHIP; S CORPORATION; AND 
OTHER PASS-THRU ENTITIES.— 

‘‘(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of a 
partnership, trust, S corporation, or other 
pass-thru entity, rules similar to the rules of 
section 41(g) shall apply with respect to the 
credit allowable under subsection (a). 

‘‘(B) NO BASIS ADJUSTMENT.—In the case of 
a bond held by a partnership or an S corpora-
tion, rules similar to the rules under section 
1397E(i) shall apply. 

‘‘(5) BONDS HELD BY REGULATED INVESTMENT 
COMPANIES.—If any rural renaissance bond is 
held by a regulated investment company, the 
credit determined under subsection (a) shall 
be allowed to shareholders of such company 
under procedures prescribed by the Sec-
retary. 

‘‘(6) REPORTING.—Issuers of rural renais-
sance bonds shall submit reports similar to 
the reports required under section 149(e).’’. 

(b) REPORTING.—Subsection (d) of section 
6049 (relating to returns regarding payments 
of interest) is amended by adding at the end 
the following new paragraph: 

‘‘(9) REPORTING OF CREDIT ON RURAL RENAIS-
SANCE BONDS.— 

‘‘(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes 
amounts includible in gross income under 
section 54(f) and such amounts shall be treat-
ed as paid on the credit allowance date (as 
defined in section 54(b)(4)). 

‘‘(B) REPORTING TO CORPORATIONS, ETC.— 
Except as otherwise provided in regulations, 
in the case of any interest described in sub-
paragraph (A), subsection (b)(4) shall be ap-
plied without regard to subparagraphs (A), 
(H), (I), (J), (K), and (L)(i) of such subsection. 

‘‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are 
necessary or appropriate to carry out the 
purposes of this paragraph, including regula-
tions which require more frequent or more 
detailed reporting.’’. 

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

‘‘Sec. 54A. Credit to holders of rural ren-
aissance bonds.’’. 

(d) ISSUANCE OF REGULATIONS.—The Sec-
retary of Treasury shall issue regulations re-
quired under section 54A of the Internal Rev-
enue Code of 1986 (as added by this section) 
not later than 120 days after the date of the 
enactment of this Act. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after the date of the enactment of this 
Act and before January 1, 2010. 
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SEC. 569. MODIFICATION OF TREATMENT OF 

LOANS TO QUALIFIED CONTINUING 
CARE FACILITIES. 

(a) IN GENERAL.—Subsection (g) of section 
7872 is amended to read as follows: 

‘‘(g) EXCEPTION FOR LOANS TO QUALIFIED 
CONTINUING CARE FACILITIES.— 

‘‘(1) IN GENERAL.—This section shall not 
apply for any calendar year to any below- 
market loan owed by a facility which on the 
last day of such year is a continuing care fa-
cility, if such loan was made pursuant to a 
continuing care contract and if the lender 
(or the lender’s spouse) attains age 62 before 
the close of such year. 

‘‘(2) CONTINUING CARE CONTRACT.—For pur-
poses of this section, the term ‘continuing 
care contract’ means a written contract be-
tween an individual and a qualified con-
tinuing care facility under which— 

‘‘(A) the individual or individual’s spouse 
may use a qualified continuing care facility 
for their life or lives, 

‘‘(B) the individual or individual’s spouse 
will be provided with housing in an inde-
pendent living unit (which has additional 
available facilities outside such unit for the 
provision of meals and other personal care), 
an assisted living facility or a nursing facil-
ity, as is available in the continuing care fa-
cility, as appropriate for the health of such 
individual or individual’s spouse, and 

‘‘(C) the individual or individual’s spouse 
will be provided assisted living or nursing 
care as the health of such individual or indi-
vidual’s spouse requires, and as is available 
in the continuing care facility. 

‘‘(3) QUALIFIED CONTINUING CARE FACILITY.— 
‘‘(A) IN GENERAL.—For purposes of this sec-

tion, the term ‘qualified continuing care fa-
cility’ means 1 or more facilities— 

‘‘(i) which are designed to provide services 
under continuing care contracts, 

‘‘(ii) that include an independent living 
unit, plus an assisted living or nursing facil-
ity, or both, and 

‘‘(iii) substantially all of the independent 
living unit residents of which are covered by 
continuing care contracts. 

‘‘(B) NURSING HOMES EXCLUDED.—The term 
‘qualified continuing care facility’ shall not 
include any facility which is of a type which 
is traditionally considered a nursing home.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to loans 
made after December 31, 2005. 
SEC. 570. MODIFICATIONS OF FOREIGN TAX 

CREDIT RULES APPLICABLE TO 
LARGE INTEGRATED OIL COMPA-
NIES WHICH ARE DUAL CAPACITY 
TAXPAYERS. 

(a) IN GENERAL.—Section 901 (relating to 
credit for taxes of foreign countries and of 
possessions of the United States), as amend-
ed by this Act, is amended by redesignating 
subsections (m) and (n) as subsections (n) 
and (o), respectively, and by inserting after 
subsection (l) the following new subsection: 

‘‘(m) SPECIAL RULES RELATING TO LARGE 
INTEGRATED OIL COMPANIES WHICH ARE DUAL 
CAPACITY TAXPAYERS.— 

‘‘(1) GENERAL RULE.—Notwithstanding any 
other provision of this chapter, any amount 
paid or accrued by a dual capacity taxpayer 
which is a large integrated oil company to a 
foreign country or possession of the United 
States for any period shall not be considered 
a tax— 

‘‘(A) if, for such period, the foreign country 
or possession does not impose a generally ap-
plicable income tax, or 

‘‘(B) to the extent such amount exceeds the 
amount (determined in accordance with reg-
ulations) which— 

‘‘(i) is paid by such dual capacity taxpayer 
pursuant to the generally applicable income 
tax imposed by the country or possession, or 

‘‘(ii) would be paid if the generally applica-
ble income tax imposed by the country or 

possession were applicable to such dual ca-
pacity taxpayer. 

Nothing in this paragraph shall be construed 
to imply the proper treatment of any such 
amount not in excess of the amount deter-
mined under subparagraph (B). 

‘‘(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any 
foreign country or possession of the United 
States, a person who— 

‘‘(A) is subject to a levy of such country or 
possession, and 

‘‘(B) receives (or will receive) directly or 
indirectly a specific economic benefit (as de-
termined in accordance with regulations) 
from such country or possession. 

‘‘(3) GENERALLY APPLICABLE INCOME TAX.— 
For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax 
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign 
country or possession on income derived 
from the conduct of a trade or business with-
in such country or possession. 

‘‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to— 

‘‘(i) persons who are not dual capacity tax-
payers, and 

‘‘(ii) persons who are citizens or residents 
of the foreign country or possession. 

‘‘(4) LARGE INTEGRATED OIL COMPANY.—For 
purposes of this subsection, the term ‘large 
integrated oil company’ means, with respect 
to any taxable year, an integrated oil com-
pany (as defined in section 291(b)(4)) which— 

‘‘(A) had gross receipts in excess of 
$1,000,000,000 for such taxable year, and 

‘‘(B) has an average daily worldwide pro-
duction of crude oil of at least 500,000 barrels 
for such taxable year.’’ 

(b) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to taxes paid or ac-
crued in taxable years beginning after the 
date of the enactment of this Act. 

(2) CONTRARY TREATY OBLIGATIONS 
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary 
to any treaty obligation of the United 
States. 
SEC. 571. EXCLUSION OF GAIN FROM SALE OF A 

PRINCIPAL RESIDENCE BY CERTAIN 
EMPLOYEES OF THE INTELLIGENCE 
COMMUNITY. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 121(d)(9) (relating to exclusion of gain 
from sale of principal residence) is amended 
by striking ‘‘duty’’ and all that follows and 
inserting ‘‘duty— 

‘‘(i) as a member of the uniformed services, 
‘‘(ii) as a member of the Foreign Service of 

the United States, or 
‘‘(iii) as an employee of the intelligence 

community.’’. 
(b) EMPLOYEE OF INTELLIGENCE COMMUNITY 

DEFINED.—Subparagraph (C) of section 
121(d)(9) is amended by redesignating clause 
(iv) as clause (v) and by inserting after 
clause (iii) the following new clause: 

‘‘(iv) EMPLOYEE OF INTELLIGENCE COMMU-
NITY.—The term ‘employee of the intel-
ligence community’ means an employee (as 
defined by section 2105 of title 5, United 
States Code) of— 

‘‘(I) the Office of the Director of National 
Intelligence, 

‘‘(II) the Central Intelligence Agency, 
‘‘(III) the National Security Agency, 
‘‘(IV) the Defense Intelligence Agency, 
‘‘(V) the National Geospatial-Intelligence 

Agency, 
‘‘(VI) the National Reconnaissance Office, 
‘‘(VII) any other office within the Depart-

ment of Defense for the collection of special-

ized national intelligence through reconnais-
sance programs, 

‘‘(VIII) any of the intelligence elements of 
the Army, the Navy, the Air Force, the Ma-
rine Corps, the Federal Bureau of Investiga-
tion, the Department of Treasury, the De-
partment of Energy, and the Coast Guard, 

‘‘(IX) the Bureau of Intelligence and Re-
search of the Department of State, or 

‘‘(X) any of the elements of the Depart-
ment of Homeland Security concerned with 
the analyses of foreign intelligence informa-
tion.’’. 

(c) SPECIAL RULE.—Subparagraph (C) of 
section 121(d)(9), as amended by subsection 
(b), is amended by adding at the end the fol-
lowing new clause: 

‘‘(vi) SPECIAL RULE RELATING TO INTEL-
LIGENCE COMMUNITY.—An employee of the in-
telligence community shall not be treated as 
serving on qualified extended duty unless— 

‘‘(I) for purposes of such duty such em-
ployee has moved from 1 duty station to an-
other, and 

‘‘(II) at least 1 of such duty stations is lo-
cated outside of the Washington, District of 
Columbia, and Baltimore metropolitan sta-
tistical areas (as defined by the Secretary of 
Commerce).’’. 

(d) CONFORMING AMENDMENT.—The heading 
for section 121(d)(9) is amended to read as fol-
lows: ‘‘UNIFORMED SERVICES, FOREIGN SERV-
ICE, AND INTELLIGENCE COMMUNITY’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales or 
exchanges after the date of the enactment of 
this Act. 
SEC. 572. DISABILITY PREFERENCE PROGRAM 

FOR TAX COLLECTION CONTRACTS. 
(a) IN GENERAL.—The Secretary of the 

Treasury shall not enter into any qualified 
tax collection contract after April 1, 2006, 
until the Secretary implements a disability 
preference program that meets the require-
ments of subsection (b). 

(b) DISABILITY PREFERENCE PROGRAM RE-
QUIREMENTS.— 

(1) IN GENERAL.—A disability preference 
program meets the requirements of this sub-
section if such program requires that not 
less than 10 percent of the accounts of each 
dollar value category are awarded to persons 
described in paragraph (2). 

(2) PERSON DESCRIBED.—For purposes of 
paragraph (1), a person is described in this 
paragraph if— 

(A) as of the date any qualified tax collec-
tion contract is awarded— 

(i) such person employs not less than 50 se-
verely disabled individuals within the United 
States; or 

(ii) not less than 30 percent of the employ-
ees of such person within the United States 
are severely disabled individuals; 

(B) such person agrees as a condition of the 
qualified tax collection contract that not 
more than 90 days after the date such con-
tract is awarded, not less than 35 percent of 
the employees of such person employed in 
connection with providing services under 
such contract shall— 

(i) be hired after the date such contract is 
awarded; and 

(ii) be severely disabled individuals; and 
(C) such person is otherwise qualified to 

perform the services required. 
(c) DEFINITIONS.—For purposes of this sec-

tion— 
(1) QUALIFIED TAX COLLECTION CONTRACT.— 

The term ‘‘qualified tax collection contract’’ 
shall have the meaning given such term 
under section 6306(b) of the Internal Revenue 
Code of 1986. 

(2) DOLLAR VALUE CATEGORY.—The term 
‘‘dollar value category’’ means the dollar 
ranges of accounts for collection as deter-
mined and assigned by the Secretary under 
section 6306(b)(1)(B) of the Internal Revenue 
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Code of 1986 with respect to a qualified tax 
collection contract. 

(3) SEVERELY DISABLED INDIVIDUAL.—The 
term ‘‘severely disabled individual’’ means— 

(A) a veteran of the United States armed 
forces with a disability of 50 percent or 
greater— 

(i) determined by the Secretary of Vet-
erans Affairs to be service-connected; or 

(ii) deemed by law to be service-connected; 
or 

(B) any individual who is a disabled bene-
ficiary (as defined in section 1148(k)(2) of the 
Social Security Act (42 U.S.C. 1320b–19(k)(2))) 
or who would be considered to be such a dis-
abled beneficiary but for having income or 
resources in excess of the income or re-
sources eligibility limits established under 
title XVI of the Social Security Act (42 
U.S.C. 1381 et seq.), respectively. 

TITLE VI—COMPLIANCE WITH 
CONGRESSIONAL BUDGET ACT 

SEC. 601. SUNSET OF CERTAIN PROVISIONS AND 
AMENDMENTS. 

The provisions of, and amendments made 
by, title I, title II, subtitle A of title III, and 
title IV shall not apply to taxable years be-
ginning after September 30, 2010, and the In-
ternal Revenue Code of 1986 shall be applied 
and administered to such years as if such 
provisions and amendments had never been 
enacted. 

SA 2671. Mr. FRIST (for Mr. ENZI) 
proposed an amendment to the bill S. 
1418, to enhance the adoption of a na-
tionwide interoperable health informa-
tion technology system and to improve 
the quality and reduce the costs of 
health care in the United States; as fol-
lows: 

Strike all after the enacting clause and in-
sert the following: 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Wired for 
Health Care Quality Act’’. 
SEC. 2. IMPROVING HEALTH CARE QUALITY, 

SAFETY, AND EFFICIENCY. 
The Public Health Service Act (42 U.S.C. 

201 et seq.) is amended by adding at the end 
the following: 

‘‘TITLE XXIX—HEALTH INFORMATION 
TECHNOLOGY AND QUALITY 

‘‘SEC. 2901. DEFINITIONS. 
‘‘In this title: 
‘‘(1) HEALTH CARE PROVIDER.—The term 

‘health care provider’ means a hospital, 
skilled nursing facility, home health entity, 
health care clinic, federally qualified health 
center, group practice (as defined in section 
1877(h)(4) of the Social Security Act), a phar-
macist, a pharmacy, a laboratory, a physi-
cian (as defined in section 1861(r) of the So-
cial Security Act), a practitioner (as defined 
in section 1842(b)(18)(CC) of the Social Secu-
rity Act), a health facility operated by or 
pursuant to a contract with the Indian 
Health Service, a rural health clinic, and any 
other category of facility or clinician deter-
mined appropriate by the Secretary. 

‘‘(2) HEALTH INFORMATION.—The term 
‘health information’ has the meaning given 
such term in section 1171(4) of the Social Se-
curity Act. 

‘‘(3) HEALTH INSURANCE PLAN.—The term 
‘health insurance plan’ means— 

‘‘(A) a health insurance issuer (as defined 
in section 2791(b)(2)); 

‘‘(B) a group health plan (as defined in sec-
tion 2791(a)(1)); and 

‘‘(C) a health maintenance organization (as 
defined in section 2791(b)(3)). 

‘‘(4) INDIVIDUALLY IDENTIFIABLE HEALTH IN-
FORMATION.—The term ‘individually identifi-
able health information’ has the meaning 

given such term in section 1171 of the Social 
Security Act. 

‘‘(5) LABORATORY.—The term ‘laboratory’ 
has the meaning given that term in section 
353. 

‘‘(6) PHARMACIST.—The term ‘pharmacist’ 
has the meaning given that term in section 
804 of the Federal Food, Drug, and Cosmetic 
Act. 

‘‘(7) QUALIFIED HEALTH INFORMATION TECH-
NOLOGY.—The term ‘qualified health infor-
mation technology’ means a computerized 
system (including hardware and software) 
that— 

‘‘(A) protects the privacy and security of 
health information; 

‘‘(B) maintains and provides permitted ac-
cess to health information in an electronic 
format; 

‘‘(C) incorporates decision support to re-
duce medical errors and enhance health care 
quality; 

‘‘(D) complies with the standards adopted 
by the Federal Government under section 
2903; and 

‘‘(E) allows for the reporting of quality 
measures under section 2907. 

‘‘(8) STATE.—The term ‘State’ means each 
of the several States, the District of Colum-
bia, Puerto Rico, the Virgin Islands, Guam, 
American Samoa, and the Northern Mariana 
Islands. 
‘‘SEC. 2902. OFFICE OF THE NATIONAL COORDI-

NATOR OF HEALTH INFORMATION 
TECHNOLOGY. 

‘‘(a) OFFICE OF NATIONAL HEALTH INFORMA-
TION TECHNOLOGY.—There is established 
within the Office of the Secretary an Office 
of the National Coordinator of Health Infor-
mation Technology (referred to in this sec-
tion as the ‘Office’). The Office shall be head-
ed by a National Coordinator who shall be 
appointed by the Secretary and shall report 
directly to the Secretary. 

‘‘(b) PURPOSE.—It shall be the purpose of 
the Office to coordinate with relevant Fed-
eral agencies and private entities and over-
see programs and activities to develop a na-
tionwide interoperable health information 
technology infrastructure that— 

‘‘(1) ensures that patients’ individually 
identifiable health information is secure and 
protected; 

‘‘(2) improves health care quality, reduces 
medical errors, and advances the delivery of 
patient-centered medical care; 

‘‘(3) reduces health care costs resulting 
from inefficiency, medical errors, inappro-
priate care, and incomplete information; 

‘‘(4) ensures that appropriate information 
to help guide medical decisions is available 
at the time and place of care; 

‘‘(5) promotes a more effective market-
place, greater competition, and increased 
choice through the wider availability of ac-
curate information on health care costs, 
quality, and outcomes; 

‘‘(6) improves the coordination of care and 
information among hospitals, laboratories, 
physician offices, and other entities through 
an effective infrastructure for the secure and 
authorized exchange of health care informa-
tion; 

‘‘(7) improves public health reporting and 
facilitates the early identification and rapid 
response to public health threats and emer-
gencies, including bioterror events and infec-
tious disease outbreaks; 

‘‘(8) facilitates health research; and 
‘‘(9) promotes prevention of chronic dis-

eases. 
‘‘(c) DUTIES OF THE NATIONAL COORDI-

NATOR.—The National Coordinator shall— 
‘‘(1) serve as the principal advisor to the 

Secretary concerning the development, ap-
plication, and use of health information 
technology, and coordinate and oversee the 

health information technology programs of 
the Department; 

‘‘(2) facilitate the adoption of a nation-
wide, interoperable system for the electronic 
exchange of health information; 

‘‘(3) ensure the adoption and implementa-
tion of standards for the electronic exchange 
of health information to reduce cost and im-
prove health care quality; 

‘‘(4) ensure that health information tech-
nology policy and programs of the Depart-
ment are coordinated with those of relevant 
executive branch agencies (including Federal 
commissions) with a goal of avoiding dupli-
cation of efforts and of helping to ensure 
that each agency undertakes health informa-
tion technology activities primarily within 
the areas of its greatest expertise and tech-
nical capability; 

‘‘(5) to the extent permitted by law, coordi-
nate outreach and consultation by the rel-
evant executive branch agencies (including 
Federal commissions) with public and pri-
vate parties of interest, including con-
sumers, payers, employers, hospitals and 
other health care providers, physicians, com-
munity health centers, laboratories, vendors 
and other stakeholders; 

‘‘(6) advise the President regarding specific 
Federal health information technology pro-
grams; and 

‘‘(7) prepare the reports described under 
section 2903(i) (excluding paragraph (4) of 
such section). 

‘‘(d) DETAIL OF FEDERAL EMPLOYEES.— 
‘‘(1) IN GENERAL.—Upon the request of the 

National Coordinator, the head of any Fed-
eral agency is authorized to detail, with or 
without reimbursement from the Office, any 
of the personnel of such agency to the Office 
to assist it in carrying out its duties under 
this section. 

‘‘(2) EFFECT OF DETAIL.—Any detail of per-
sonnel under paragraph (1) shall— 

‘‘(A) not interrupt or otherwise affect the 
civil service status or privileges of the Fed-
eral employee; and 

‘‘(B) be in addition to any other staff of the 
Department employed by the National Coor-
dinator. 

‘‘(3) ACCEPTANCE OF DETAILEES.—Notwith-
standing any other provision of law, the Of-
fice may accept detailed personnel from 
other Federal agencies without regard to 
whether the agency described under para-
graph (1) is reimbursed. 

‘‘(e) RULE OF CONSTRUCTION.—Nothing in 
this section shall be construed to require the 
duplication of Federal efforts with respect to 
the establishment of the Office, regardless of 
whether such efforts were carried out prior 
to or after the enactment of this title. 

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.— 
There are authorized to be appropriated to 
carry out this section, $5,000,000 for fiscal 
year 2006, $5,000,000 for fiscal year 2007, and 
such sums as may be necessary for each of 
fiscal years 2008 through 2010. 
‘‘SEC. 2903. AMERICAN HEALTH INFORMATION 

COLLABORATIVE. 
‘‘(a) PURPOSE.—The Secretary shall estab-

lish the public-private American Health In-
formation Collaborative (referred to in this 
section as the ‘Collaborative’) to— 

‘‘(1) advise the Secretary and recommend 
specific actions to achieve a nationwide 
interoperable health information technology 
infrastructure; 

‘‘(2) serve as a forum for the participation 
of a broad range of stakeholders to provide 
input on achieving the interoperability of 
health information technology; and 

‘‘(3) recommend standards (including con-
tent, communication, and security stand-
ards) for the electronic exchange of health 
information (including for the reporting of 
quality data under section 2907) for adoption 
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by the Federal Government and voluntary 
adoption by private entities. 

‘‘(b) COMPOSITION.— 
‘‘(1) IN GENERAL.—The Collaborative shall 

be composed of members of the public and 
private sectors to be appointed by the Sec-
retary, including representatives from— 

‘‘(A) consumer or patient organizations; 
‘‘(B) organizations with expertise in pri-

vacy and security; 
‘‘(C) health care providers; 
‘‘(D) health insurance plans or other third 

party payors; 
‘‘(E) information technology vendors; and 
‘‘(F) purchasers or employers. 
‘‘(2) PARTICIPATION.—In appointing mem-

bers under paragraph (1), and in developing 
the procedures for conducting the activities 
of the Collaborative, the Secretary shall en-
sure a balance among various sectors of the 
health care system so that no single sector 
unduly influences the recommendations of 
the Collaborative. 

‘‘(3) TERMS.—Members appointed under 
paragraph (1) shall serve for 2 year terms, ex-
cept that any member appointed to fill a va-
cancy for an unexpired term shall be ap-
pointed for the remainder of such term. A 
member may serve for not to exceed 180 days 
after the expiration of such member’s term 
or until a successor has been appointed. 

‘‘(4) OUTSIDE INVOLVEMENT.—With respect 
to the functions of the Collaborative, the 
Secretary shall ensure an adequate oppor-
tunity for the participation of outside advi-
sors, including individuals with expertise 
in— 

‘‘(A) health information privacy; 
‘‘(B) health information security; 
‘‘(C) health care quality and patient safety, 

including individuals with expertise in uti-
lizing health information technology to im-
prove health care quality and patient safety; 

‘‘(D) data exchange; and 
‘‘(E) developing health information tech-

nology standards and new health informa-
tion technology. 

‘‘(c) RECOMMENDATIONS AND POLICIES.—Not 
later than 1 year after the date of enactment 
of this title, and annually thereafter, the 
Collaborative shall recommend to the Sec-
retary uniform national policies for adoption 
by the Federal Government and voluntary 
adoption by private entities to support the 
widespread adoption of health information 
technology, including— 

‘‘(1) protection of individually identifiable 
health information through privacy and se-
curity practices; 

‘‘(2) measures to prevent unauthorized ac-
cess to health information, including unau-
thorized access through the use of certain 
peer-to-peer file-sharing applications; 

‘‘(3) methods to notify patients if their in-
dividually identifiable health information is 
wrongfully disclosed; 

‘‘(4) methods to facilitate secure patient 
access to health information; 

‘‘(5) fostering the public understanding of 
health information technology; 

‘‘(6) the ongoing harmonization of indus-
try-wide health information technology 
standards; 

‘‘(7) recommendations for a nationwide 
interoperable health information technology 
infrastructure; 

‘‘(8) the identification and prioritization of 
specific use cases for which health informa-
tion technology is valuable, beneficial, and 
feasible; 

‘‘(9) recommendations for the establish-
ment of an entity to ensure the continuation 
of the functions of the Collaborative; and 

‘‘(10) other policies (including rec-
ommendations for incorporating health in-
formation technology into the provision of 
care and the organization of the health care 

workplace) determined to be necessary by 
the Collaborative. 

‘‘(d) STANDARDS.— 
‘‘(1) EXISTING STANDARDS.—The standards 

adopted by the Consolidated Health 
Informatics Initiative shall be deemed to 
have been recommended by the Collaborative 
under this section. 

‘‘(2) FIRST YEAR REVIEW.—Not later than 1 
year after the date of enactment of this title, 
the Collaborative shall— 

‘‘(A) review existing standards (including 
content, communication, and security stand-
ards) for the electronic exchange of health 
information; 

‘‘(B) identify deficiencies and omissions in 
such existing standards; and 

‘‘(C) identify duplication and overlap in 
such existing standards; 
and recommend new standards and modifica-
tions to such existing standards as nec-
essary. 

‘‘(3) ONGOING REVIEW.—Beginning 1 year 
after the date of enactment of this title, and 
annually thereafter, the Collaborative 
shall— 

‘‘(A) review existing standards (including 
content, communication, and security stand-
ards) for the electronic exchange of health 
information; 

‘‘(B) identify deficiencies and omissions in 
such existing standards; and 

‘‘(C) identify duplication and overlap in 
such existing standards; 
and recommend new standards and modifica-
tions to such existing standards as nec-
essary. 

‘‘(4) LIMITATION.—The standards and time-
frame for adoption described in this section 
shall be consistent with any standards devel-
oped pursuant to the Health Insurance Port-
ability and Accountability Act of 1996. 

‘‘(e) FEDERAL ACTION.—Not later than 90 
days after the issuance of a recommendation 
from the Collaborative under subsection 
(d)(2), the Secretary of Health and Human 
Services, the Secretary of Veterans Affairs, 
and the Secretary of Defense, in collabora-
tion with representatives of other relevant 
Federal agencies, as determined appropriate 
by the Secretary, shall jointly review such 
recommendations. If appropriate, the Sec-
retary shall provide for the adoption by the 
Federal Government of any standard or 
standards contained in such recommenda-
tion. 

‘‘(f) COORDINATION OF FEDERAL SPENDING.— 
‘‘(1) IN GENERAL.—Not later than 1 year 

after the adoption by the Federal Govern-
ment of a recommendation as provided for in 
subsection (e), and in compliance with chap-
ter 113 of title 40, United States Code, no 
Federal agency shall expend Federal funds 
for the purchase of any new health informa-
tion technology or health information tech-
nology system for clinical care or for the 
electronic retrieval, storage, or exchange of 
health information that is not consistent 
with applicable standards adopted by the 
Federal Government under subsection (e). 

‘‘(2) RULE OF CONSTRUCTION.—Nothing in 
paragraph (1) shall be construed to restrict 
the purchase of minor (as determined by the 
Secretary) hardware or software components 
in order to modify, correct a deficiency in, or 
extend the life of existing hardware or soft-
ware. 

‘‘(g) COORDINATION OF FEDERAL DATA COL-
LECTION.—Not later than 3 years after the 
adoption by the Federal Government of a 
recommendation as provided for in sub-
section (e), all Federal agencies collecting 
health data for the purposes of quality re-
porting, surveillance, epidemiology, adverse 
event reporting, research, or for other pur-
poses determined appropriate by the Sec-
retary, shall comply with standards adopted 
under subsection (e). 

‘‘(h) VOLUNTARY ADOPTION.— 
‘‘(1) IN GENERAL.—Any standards adopted 

by the Federal Government under subsection 
(e) shall be voluntary with respect to private 
entities. 

‘‘(2) RULE OF CONSTRUCTION.—Nothing in 
this section shall be construed to require 
that a private entity that enters into a con-
tract with the Federal Government adopt 
the standards adopted by the Federal Gov-
ernment under this section with respect to 
activities not related to the contract. 

‘‘(3) LIMITATION.—Private entities that 
enter into a contract with the Federal Gov-
ernment shall adopt the standards adopted 
by the Federal Government under this sec-
tion for the purpose of activities under such 
Federal contract. 

‘‘(i) REPORTS.—The Secretary shall submit 
to the Committee on Health, Education, 
Labor, and Pensions and the Committee on 
Finance of the Senate and the Committee on 
Energy and Commerce and the Committee on 
Ways and Means of the House of Representa-
tives, on an annual basis, a report that— 

‘‘(1) describes the specific actions that 
have been taken by the Federal Government 
and private entities to facilitate the adop-
tion of an interoperable nationwide system 
for the electronic exchange of health infor-
mation; 

‘‘(2) describes barriers to the adoption of 
such a nationwide system; 

‘‘(3) contains recommendations to achieve 
full implementation of such a nationwide 
system; and 

‘‘(4) contains a plan and progress toward 
the establishment of an entity to ensure the 
continuation of the functions of the Collabo-
rative. 

‘‘(j) APPLICATION OF FACA.—The Federal 
Advisory Committee Act (5 U.S.C. App.) 
shall apply to the Collaborative, except that 
the term provided for under section 14(a)(2) 
shall be 5 years. 

‘‘(k) RULE OF CONSTRUCTION.—Nothing in 
this section shall be construed to require the 
duplication of Federal efforts with respect to 
the establishment of the Collaborative, re-
gardless of whether such efforts were carried 
out prior to or after the enactment of this 
title. 

‘‘(l) AUTHORIZATION OF APPROPRIATIONS.— 
There are authorized to be appropriated to 
carry out this section, $4,000,000 for fiscal 
year 2006, $4,000,000 for fiscal year 2007, and 
such sums as may be necessary for each of 
fiscal years 2008 through 2010. 
‘‘SEC. 2904. IMPLEMENTATION AND CERTIFI-

CATION OF HEALTH INFORMATION 
STANDARDS. 

‘‘(a) IMPLEMENTATION.— 
‘‘(1) IN GENERAL.—The Secretary, based 

upon the recommendations of the Collabo-
rative, shall develop criteria to ensure uni-
form and consistent implementation of any 
standards for the electronic exchange of 
health information voluntarily adopted by 
private entities in technical conformance 
with such standards adopted under this title. 

‘‘(2) IMPLEMENTATION ASSISTANCE.—The 
Secretary may recognize a private entity or 
entities to assist private entities in the im-
plementation of the standards adopted under 
this title using the criteria developed by the 
Secretary under this section. 

‘‘(b) CERTIFICATION.— 
‘‘(1) IN GENERAL.—The Secretary, based 

upon the recommendations of the Collabo-
rative, shall develop criteria to ensure and 
certify that hardware and software that 
claim to be in compliance with applicable 
standards for the electronic exchange of 
health information adopted under this title 
have established and maintained such com-
pliance in technical conformance with such 
standards. 
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‘‘(2) CERTIFICATION ASSISTANCE.—The Sec-

retary may recognize a private entity or en-
tities to assist in the certification described 
under paragraph (1) using the criteria devel-
oped by the Secretary under this section. 

‘‘(c) OUTSIDE INVOLVEMENT.—The Sec-
retary, through consultation with the Col-
laborative, may accept recommendations on 
the development of the criteria under sub-
sections (a) and (b) from a Federal agency or 
private entity. 
‘‘SEC. 2905. GRANTS TO FACILITATE THE WIDE-

SPREAD ADOPTION OF INTEROPER-
ABLE HEALTH INFORMATION TECH-
NOLOGY. 

‘‘(a) COMPETITIVE GRANTS TO FACILITATE 
THE WIDESPREAD ADOPTION OF HEALTH INFOR-
MATION TECHNOLOGY.— 

‘‘(1) IN GENERAL.—The Secretary may 
award competitive grants to eligible entities 
to facilitate the purchase and enhance the 
utilization of qualified health information 
technology systems to improve the quality 
and efficiency of health care. 

‘‘(2) ELIGIBILITY.—To be eligible to receive 
a grant under paragraph (1) an entity shall— 

‘‘(A) submit to the Secretary an applica-
tion at such time, in such manner, and con-
taining such information as the Secretary 
may require; 

‘‘(B) submit to the Secretary a strategic 
plan for the implementation of data sharing 
and interoperability measures; 

‘‘(C) be a— 
‘‘(i) not for profit hospital, including a fed-

erally qualified health center (as defined in 
section 1861(aa)(4) of the Social Security 
Act); 

‘‘(ii) individual or group practice; or 
‘‘(iii) another health care provider not de-

scribed in clause (i) or (ii); 
‘‘(D) adopt the standards adopted by the 

Federal Government under section 2903; 
‘‘(E) implement the measures adopted 

under section 2907 and report to the Sec-
retary on such measures; 

‘‘(F) agree to notify patients if their indi-
vidually identifiable health information is 
wrongfully disclosed; 

‘‘(G) demonstrate significant financial 
need; and 

‘‘(H) provide matching funds in accordance 
with paragraph (4). 

‘‘(3) USE OF FUNDS.—Amounts received 
under a grant under this subsection shall be 
used to facilitate the purchase and enhance 
the utilization of qualified health informa-
tion technology systems and training per-
sonnel in the use of such technology. 

‘‘(4) MATCHING REQUIREMENT.—To be eligi-
ble for a grant under this subsection an enti-
ty shall contribute non-Federal contribu-
tions to the costs of carrying out the activi-
ties for which the grant is awarded in an 
amount equal to $1 for each $3 of Federal 
funds provided under the grant. 

‘‘(5) PREFERENCE IN AWARDING GRANTS.—In 
awarding grants under this subsection the 
Secretary shall give preference to— 

‘‘(A) eligible entities that are located in 
rural, frontier, and other underserved areas 
as determined by the Secretary; 

‘‘(B) eligible entities that will link, to the 
extent practicable, the qualified health in-
formation system to local or regional health 
information plan or plans; and 

‘‘(C) with respect to an entity described in 
subsection (a)(2)(C)(iii), a nonprofit health 
care provider. 

‘‘(b) COMPETITIVE GRANTS TO STATES FOR 
THE DEVELOPMENT OF STATE LOAN PROGRAMS 
TO FACILITATE THE WIDESPREAD ADOPTION OF 
HEALTH INFORMATION TECHNOLOGY.— 

‘‘(1) IN GENERAL.—The Secretary may 
award competitive grants to States for the 
establishment of State programs for loans to 
health care providers to facilitate the pur-

chase and enhance the utilization of quali-
fied health information technology. 

‘‘(2) ESTABLISHMENT OF FUND.—To be eligi-
ble to receive a competitive grant under this 
subsection, a State shall establish a quali-
fied health information technology loan fund 
(referred to in this subsection as a ‘State 
loan fund’) and comply with the other re-
quirements contained in this section. A 
grant to a State under this subsection shall 
be deposited in the State loan fund estab-
lished by the State. No funds authorized by 
other provisions of this title to be used for 
other purposes specified in this title shall be 
deposited in any State loan fund. 

‘‘(3) ELIGIBILITY.—To be eligible to receive 
a grant under paragraph (1) a State shall— 

‘‘(A) submit to the Secretary an applica-
tion at such time, in such manner, and con-
taining such information as the Secretary 
may require; 

‘‘(B) submit to the Secretary a strategic 
plan in accordance with paragraph (4); 

‘‘(C) establish a qualified health informa-
tion technology loan fund in accordance with 
paragraph (2); 

‘‘(D) require that health care providers re-
ceiving such loans— 

‘‘(i) link, to the extent practicable, the 
qualified health information system to a 
local or regional health information net-
work; 

‘‘(ii) consult with the Health Information 
Technology Resource Center established in 
section 914(d) to access the knowledge and 
experience of existing initiatives regarding 
the successful implementation and effective 
use of health information technology; and 

‘‘(iii) agree to notify patients if their indi-
vidually identifiable health information is 
wrongfully disclosed; 

‘‘(E) require that health care providers re-
ceiving such loans adopt the standards 
adopted by the Federal Government under 
section 2903; 

‘‘(F) require that health care providers re-
ceiving such loans implement the measures 
adopted under section 2907 and report to the 
Secretary on such measures; and 

‘‘(G) provide matching funds in accordance 
with paragraph (8). 

‘‘(4) STRATEGIC PLAN.— 
‘‘(A) IN GENERAL.—A State that receives a 

grant under this subsection shall annually 
prepare a strategic plan that identifies the 
intended uses of amounts available to the 
State loan fund of the State. 

‘‘(B) CONTENTS.—A strategic plan under 
subparagraph (A) shall include— 

‘‘(i) a list of the projects to be assisted 
through the State loan fund in the first fis-
cal year that begins after the date on which 
the plan is submitted; 

‘‘(ii) a description of the criteria and meth-
ods established for the distribution of funds 
from the State loan fund; and 

‘‘(iii) a description of the financial status 
of the State loan fund and the short-term 
and long-term goals of the State loan fund. 

‘‘(5) USE OF FUNDS.— 
‘‘(A) IN GENERAL.—Amounts deposited in a 

State loan fund, including loan repayments 
and interest earned on such amounts, shall 
be used only for awarding loans or loan guar-
antees, or as a source of reserve and security 
for leveraged loans, the proceeds of which 
are deposited in the State loan fund estab-
lished under paragraph (1). Loans under this 
section may be used by a health care pro-
vider to facilitate the purchase and enhance 
the utilization of qualified health informa-
tion technology and training of personnel in 
the use of such technology. 

‘‘(B) LIMITATION.—Amounts received by a 
State under this subsection may not be 
used— 

‘‘(i) for the purchase or other acquisition of 
any health information technology system 

that is not a qualified health information 
technology system; 

‘‘(ii) to conduct activities for which Fed-
eral funds are expended under this title, or 
the amendments made by the Wired for 
Health Care Quality Act; or 

‘‘(iii) for any purpose other than making 
loans to eligible entities under this section. 

‘‘(6) TYPES OF ASSISTANCE.—Except as oth-
erwise limited by applicable State law, 
amounts deposited into a State loan fund 
under this subsection may only be used for 
the following: 

‘‘(A) To award loans that comply with the 
following: 

‘‘(i) The interest rate for each loan shall be 
less than or equal to the market interest 
rate. 

‘‘(ii) The principal and interest payments 
on each loan shall commence not later than 
1 year after the loan was awarded, and each 
loan shall be fully amortized not later than 
10 years after the date of the loan. 

‘‘(iii) The State loan fund shall be credited 
with all payments of principal and interest 
on each loan awarded from the fund. 

‘‘(B) To guarantee, or purchase insurance 
for, a local obligation (all of the proceeds of 
which finance a project eligible for assist-
ance under this subsection) if the guarantee 
or purchase would improve credit market ac-
cess or reduce the interest rate applicable to 
the obligation involved. 

‘‘(C) As a source of revenue or security for 
the payment of principal and interest on rev-
enue or general obligation bonds issued by 
the State if the proceeds of the sale of the 
bonds will be deposited into the State loan 
fund. 

‘‘(D) To earn interest on the amounts de-
posited into the State loan fund. 

‘‘(7) ADMINISTRATION OF STATE LOAN 
FUNDS.— 

‘‘(A) COMBINED FINANCIAL ADMINISTRA-
TION.—A State may (as a convenience and to 
avoid unnecessary administrative costs) 
combine, in accordance with State law, the 
financial administration of a State loan fund 
established under this subsection with the fi-
nancial administration of any other revolv-
ing fund established by the State if other-
wise not prohibited by the law under which 
the State loan fund was established. 

‘‘(B) COST OF ADMINISTERING FUND.—Each 
State may annually use not to exceed 4 per-
cent of the funds provided to the State under 
a grant under this subsection to pay the rea-
sonable costs of the administration of the 
programs under this section, including the 
recovery of reasonable costs expended to es-
tablish a State loan fund which are incurred 
after the date of enactment of this title. 

‘‘(C) GUIDANCE AND REGULATIONS.—The Sec-
retary shall publish guidance and promul-
gate regulations as may be necessary to 
carry out the provisions of this subsection, 
including— 

‘‘(i) provisions to ensure that each State 
commits and expends funds allotted to the 
State under this subsection as efficiently as 
possible in accordance with this title and ap-
plicable State laws; and 

‘‘(ii) guidance to prevent waste, fraud, and 
abuse. 

‘‘(D) PRIVATE SECTOR CONTRIBUTIONS.— 
‘‘(i) IN GENERAL.—A State loan fund estab-

lished under this subsection may accept con-
tributions from private sector entities, ex-
cept that such entities may not specify the 
recipient or recipients of any loan issued 
under this subsection. 

‘‘(ii) AVAILABILITY OF INFORMATION.—A 
State shall make publicly available the iden-
tity of, and amount contributed by, any pri-
vate sector entity under clause (i) and may 
issue letters of commendation or make other 
awards (that have no financial value) to any 
such entity. 
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‘‘(8) MATCHING REQUIREMENTS.— 
‘‘(A) IN GENERAL.—The Secretary may not 

make a grant under paragraph (1) to a State 
unless the State agrees to make available 
(directly or through donations from public or 
private entities) non-Federal contributions 
in cash toward the costs of the State pro-
gram to be implemented under the grant in 
an amount equal to not less than $1 for each 
$1 of Federal funds provided under the grant. 

‘‘(B) DETERMINATION OF AMOUNT OF NON- 
FEDERAL CONTRIBUTION.—In determining the 
amount of non-Federal contributions that a 
State has provided pursuant to subparagraph 
(A), the Secretary may not include any 
amounts provided to the State by the Fed-
eral Government. 

‘‘(9) PREFERENCE IN AWARDING GRANTS.— 
The Secretary may give a preference in 
awarding grants under this subsection to 
States that adopt value-based purchasing 
programs to improve health care quality. 

‘‘(10) REPORTS.—The Secretary shall annu-
ally submit to the Committee on Health, 
Education, Labor, and Pensions and the 
Committee on Finance of the Senate, and 
the Committee on Energy and Commerce and 
the Committee on Ways and Means of the 
House of Representatives, a report summa-
rizing the reports received by the Secretary 
from each State that receives a grant under 
this subsection. 

‘‘(c) COMPETITIVE GRANTS FOR THE IMPLE-
MENTATION OF REGIONAL OR LOCAL HEALTH 
INFORMATION TECHNOLOGY PLANS.— 

‘‘(1) IN GENERAL.—The Secretary may 
award competitive grants to eligible entities 
to implement regional or local health infor-
mation plans to improve health care quality 
and efficiency through the electronic ex-
change of health information pursuant to 
the standards, protocols, and other require-
ments adopted by the Secretary under sec-
tions 2903 and 2907. 

‘‘(2) ELIGIBILITY.—To be eligible to receive 
a grant under paragraph (1) an entity shall— 

‘‘(A) demonstrate financial need to the 
Secretary; 

‘‘(B) demonstrate that one of its principal 
missions or purposes is to use information 
technology to improve health care quality 
and efficiency; 

‘‘(C) adopt bylaws, memoranda of under-
standing, or other charter documents that 
demonstrate that the governance structure 
and decisionmaking processes of such entity 
allow for participation on an ongoing basis 
by multiple stakeholders within a commu-
nity, including— 

‘‘(i) physicians (as defined in section 1861(r) 
of the Social Security Act), including physi-
cians that provide services to low income 
and underserved populations; 

‘‘(ii) hospitals (including hospitals that 
provide services to low income and under-
served populations); 

‘‘(iii) pharmacists or pharmacies; 
‘‘(iv) health insurance plans; 
‘‘(v) health centers (as defined in section 

330(b)) and Federally qualified health centers 
(as defined in section 1861(aa)(4) of the Social 
Security Act); 

‘‘(vi) rural health clinics (as defined in sec-
tion 1861(aa) of the Social Security Act); 

‘‘(vii) patient or consumer organizations; 
‘‘(viii) employers; and 
‘‘(ix) any other health care providers or 

other entities, as determined appropriate by 
the Secretary; 

‘‘(D) demonstrate the participation, to the 
extent practicable, of stakeholders in the 
electronic exchange of health information 
within the local or regional plan pursuant to 
paragraph (2)(C); 

‘‘(E) adopt nondiscrimination and conflict 
of interest policies that demonstrate a com-
mitment to open, fair, and nondiscrim-

inatory participation in the health informa-
tion plan by all stakeholders; 

‘‘(F) adopt the standards adopted by the 
Secretary under section 2903; 

‘‘(G) require that health care providers re-
ceiving such grants implement the measures 
adopted under section 2907 and report to the 
Secretary on such measures; 

‘‘(H) agree to notify patients if their indi-
vidually identifiable health information is 
wrongfully disclosed; 

‘‘(I) facilitate the electronic exchange of 
health information within the local or re-
gional area and among local and regional 
areas; 

‘‘(J) prepare and submit to the Secretary 
an application in accordance with paragraph 
(3); and 

‘‘(K) agree to provide matching funds in ac-
cordance with paragraph (5). 

‘‘(3) APPLICATION.— 
‘‘(A) IN GENERAL.—To be eligible to receive 

a grant under paragraph (1), an entity shall 
submit to the Secretary an application at 
such time, in such manner, and containing 
such information as the Secretary may re-
quire. 

‘‘(B) REQUIRED INFORMATION.—At a min-
imum, an application submitted under this 
paragraph shall include— 

‘‘(i) clearly identified short-term and long- 
term objectives of the regional or local 
health information plan; 

‘‘(ii) a technology plan that complies with 
the standards adopted under section 2903 and 
that includes a descriptive and reasoned esti-
mate of costs of the hardware, software, 
training, and consulting services necessary 
to implement the regional or local health in-
formation plan; 

‘‘(iii) a strategy that includes initiatives to 
improve health care quality and efficiency, 
including the use and reporting of health 
care quality measures adopted under section 
2907; 

‘‘(iv) a plan that describes provisions to en-
courage the implementation of the elec-
tronic exchange of health information by all 
physicians, including single physician prac-
tices and small physician groups partici-
pating in the health information plan; 

‘‘(v) a plan to ensure the privacy and secu-
rity of personal health information that is 
consistent with Federal and State law; 

‘‘(vi) a governance plan that defines the 
manner in which the stakeholders shall 
jointly make policy and operational deci-
sions on an ongoing basis; 

‘‘(vii) a financial or business plan that de-
scribes— 

‘‘(I) the sustainability of the plan; 
‘‘(II) the financial costs and benefits of the 

plan; and 
‘‘(III) the entities to which such costs and 

benefits will accrue; and 
‘‘(viii) in the case of an applicant entity 

that is unable to demonstrate the participa-
tion of all stakeholders pursuant to para-
graph (2)(C), the justification from the enti-
ty for any such nonparticipation. 

‘‘(4) USE OF FUNDS.—Amounts received 
under a grant under paragraph (1) shall be 
used to establish and implement a regional 
or local health information plan in accord-
ance with this subsection. 

‘‘(5) MATCHING REQUIREMENT.— 
‘‘(A) IN GENERAL.—The Secretary may not 

make a grant under this subsection to an en-
tity unless the entity agrees that, with re-
spect to the costs to be incurred by the enti-
ty in carrying out the infrastructure pro-
gram for which the grant was awarded, the 
entity will make available (directly or 
through donations from public or private en-
tities) non-Federal contributions toward 
such costs in an amount equal to not less 
than 50 percent of such costs ($1 for each $2 
of Federal funds provided under the grant). 

‘‘(B) DETERMINATION OF AMOUNT CONTRIB-
UTED.—Non-Federal contributions required 
under subparagraph (A) may be in cash or in 
kind, fairly evaluated, including equipment, 
technology, or services. Amounts provided 
by the Federal Government, or services as-
sisted or subsidized to any significant extent 
by the Federal Government, may not be in-
cluded in determining the amount of such 
non-Federal contributions. 

‘‘(d) REPORTS.—Not later than 1 year after 
the date on which the first grant is awarded 
under this section, and annually thereafter 
during the grant period, an entity that re-
ceives a grant under this section shall sub-
mit to the Secretary a report on the activi-
ties carried out under the grant involved. 
Each such report shall include— 

‘‘(1) a description of the financial costs and 
benefits of the project involved and of the 
entities to which such costs and benefits ac-
crue; 

‘‘(2) an analysis of the impact of the 
project on health care quality and safety; 

‘‘(3) a description of any reduction in dupli-
cative or unnecessary care as a result of the 
project involved; 

‘‘(4) a description of the efforts of recipi-
ents under this section to facilitate secure 
patient access to health information; and 

‘‘(5) other information as required by the 
Secretary. 

‘‘(e) REQUIREMENT TO ACHIEVE QUALITY IM-
PROVEMENT.—The Secretary shall annually 
evaluate the activities conducted under this 
section and shall, in awarding grants, imple-
ment the lessons learned from such evalua-
tion in a manner so that awards made subse-
quent to each such evaluation are made in a 
manner that, in the determination of the 
Secretary, will result in the greatest im-
provement in quality measures under section 
2907. 

‘‘(f) LIMITATION.—An eligible entity may 
only receive one non-renewable grant under 
subsection (a), one non-renewable grant 
under subsection (b), and one non-renewable 
grant under subsection (c). 

‘‘(g) AUTHORIZATION OF APPROPRIATIONS.— 
‘‘(1) IN GENERAL.—For the purpose of car-

rying out this section, there is authorized to 
be appropriated $116,000,000 for fiscal year 
2006, $141,000,000 for fiscal year 2007, and such 
sums as may be necessary for each of fiscal 
years 2008 through 2010. 

‘‘(2) AVAILABILITY.—Amounts appropriated 
under paragraph (1) shall remain available 
through fiscal year 2010. 
‘‘SEC. 2906. DEMONSTRATION PROGRAM TO INTE-

GRATE INFORMATION TECHNOLOGY 
INTO CLINICAL EDUCATION. 

‘‘(a) IN GENERAL.—The Secretary may 
award grants under this section to carry out 
demonstration projects to develop academic 
curricula integrating qualified health infor-
mation technology systems in the clinical 
education of health professionals. Such 
awards shall be made on a competitive basis 
and pursuant to peer review. 

‘‘(b) ELIGIBILITY.—To be eligible to receive 
a grant under subsection (a), an entity 
shall— 

‘‘(1) submit to the Secretary an application 
at such time, in such manner, and con-
taining such information as the Secretary 
may require; 

‘‘(2) submit to the Secretary a strategic 
plan for integrating qualified health infor-
mation technology in the clinical education 
of health professionals and for ensuring the 
consistent utilization of decision support 
software to reduce medical errors and en-
hance health care quality; 

‘‘(3) be— 
‘‘(A) a health professions school; 
‘‘(B) a school of nursing; or 
‘‘(C) an institution with a graduate med-

ical education program; 
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‘‘(4) provide for the collection of data re-

garding the effectiveness of the demonstra-
tion project to be funded under the grant in 
improving the safety of patients, the effi-
ciency of health care delivery, and in in-
creasing the likelihood that graduates of the 
grantee will adopt and incorporate health in-
formation technology, and implement the 
quality measures adopted under section 2907, 
in the delivery of health care services; and 

‘‘(5) provide matching funds in accordance 
with subsection (c). 

‘‘(c) USE OF FUNDS.— 
‘‘(1) IN GENERAL.—With respect to a grant 

under subsection (a), an eligible entity 
shall— 

‘‘(A) use grant funds in collaboration with 
2 or more disciplines; and 

‘‘(B) use grant funds to integrate qualified 
health information technology into commu-
nity-based clinical education. 

‘‘(2) LIMITATION.—An eligible entity shall 
not use amounts received under a grant 
under subsection (a) to purchase hardware, 
software, or services. 

‘‘(d) MATCHING FUNDS.— 
‘‘(1) IN GENERAL.—The Secretary may 

award a grant to an entity under this section 
only if the entity agrees to make available 
non-Federal contributions toward the costs 
of the program to be funded under the grant 
in an amount that is not less than $1 for each 
$2 of Federal funds provided under the grant. 

‘‘(2) DETERMINATION OF AMOUNT CONTRIB-
UTED.—Non-Federal contributions under 
paragraph (1) may be in cash or in kind, fair-
ly evaluated, including equipment or serv-
ices. Amounts provided by the Federal Gov-
ernment, or services assisted or subsidized to 
any significant extent by the Federal Gov-
ernment, may not be included in deter-
mining the amount of such contributions. 

‘‘(e) EVALUATION.—The Secretary shall 
take such action as may be necessary to 
evaluate the projects funded under this sec-
tion and publish, make available, and dis-
seminate the results of such evaluations on 
as wide a basis as is practicable. 

‘‘(f) REPORTS.—Not later than 1 year after 
the date of enactment of this title, and annu-
ally thereafter, the Secretary shall submit 
to the Committee on Health, Education, 
Labor, and Pensions and the Committee on 
Finance of the Senate, and the Committee 
on Energy and Commerce and the Committee 
on Ways and Means of the House of Rep-
resentatives a report that— 

‘‘(1) describes the specific projects estab-
lished under this section; and 

‘‘(2) contains recommendations for Con-
gress based on the evaluation conducted 
under subsection (e). 

‘‘(g) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated to 
carry out this section, $5,000,000 for fiscal 
year 2007, and such sums as may be necessary 
for each of fiscal years 2008 through 2010. 

‘‘(h) SUNSET.—This section shall not apply 
after September 30, 2010. 
‘‘SEC. 2907. QUALITY MEASURES. 

‘‘(a) IN GENERAL.—The Secretary shall de-
velop quality measures, including measures 
to assess the effectiveness, timeliness, pa-
tient self-management, patient centeredness, 
efficiency, and safety, for the purpose of 
measuring the quality of care patients re-
ceive. 

‘‘(b) REQUIREMENTS.—The Secretary shall 
ensure that the quality measures developed 
under this section comply with the fol-
lowing: 

‘‘(1) MEASURES.— 
‘‘(A) REQUIREMENTS.—In developing the 

quality measures under this section, the Sec-
retary shall, to the extent feasible, ensure 
that— 

‘‘(i) such measures are evidence based, reli-
able, and valid; 

‘‘(ii) such measures are consistent with the 
purposes described in section 2902(b); 

‘‘(iii) such measures include measures of 
clinical processes and outcomes, patient ex-
perience, efficiency, and equity; and 

‘‘(iv) such measures include measures of 
overuse and underuse of health care items 
and services. 

‘‘(2) PRIORITIES.—In developing the quality 
measures under this section, the Secretary 
shall ensure that priority is given to— 

‘‘(A) measures with the greatest potential 
impact for improving the quality and effi-
ciency of care provided under this Act; 

‘‘(B) measures that may be rapidly imple-
mented by group health plans, health insur-
ance issuers, physicians, hospitals, nursing 
homes, long-term care providers, and other 
providers; and 

‘‘(C) measures which may inform health 
care decisions made by consumers and pa-
tients. 

‘‘(3) RISK ADJUSTMENT.—The Secretary 
shall establish procedures to account for dif-
ferences in patient health status, patient 
characteristics, and geographic location. To 
the extent practicable, such procedures shall 
recognize existing procedures. 

‘‘(4) MAINTENANCE.—The Secretary shall, as 
determined appropriate, but in no case more 
often than once during each 12-month period, 
update the quality measures, including 
through the addition of more accurate and 
precise measures and the retirement of exist-
ing outdated measures. 

‘‘(5) RELATIONSHIP WITH PROGRAMS UNDER 
THE SOCIAL SECURITY ACT.—The Secretary 
shall ensure that the quality measures devel-
oped under this section— 

‘‘(A) complement quality measures devel-
oped by the Secretary under programs ad-
ministered by the Secretary under the Social 
Security Act, including programs under ti-
tles XVIII, XIX, and XXI of such Act; and 

‘‘(B) do not conflict with the needs and pri-
orities of the programs under titles XVIII, 
XIX, and XXI of such Act, as set forth by the 
Administrator of the Centers for Medicare & 
Medicaid Services. 

‘‘(c) REQUIRED CONSIDERATIONS IN DEVEL-
OPING AND UPDATING THE MEASURES.—In de-
veloping and updating the quality measures 
under this section, the Secretary may take 
into account— 

‘‘(1) any demonstration or pilot program 
conducted by the Secretary relating to meas-
uring and rewarding quality and efficiency of 
care; 

‘‘(2) any existing activities conducted by 
the Secretary relating to measuring and re-
warding quality and efficiency; 

‘‘(3) any existing activities conducted by 
private entities, including health insurance 
plans and payors; 

‘‘(4) the report by the Institute of Medicine 
of the National Academy of Sciences under 
section 238(b) of the Medicare Prescription 
Drug, Improvement, and Modernization Act 
of 2003; and 

‘‘(5) issues of data collection and reporting, 
including the feasibility of collecting and re-
porting data on measures. 

‘‘(d) SOLICITATION OF ADVICE AND REC-
OMMENDATIONS.—On and after July 1, 2006, 
the Secretary shall consult with the fol-
lowing regarding the development, updating, 
and use of quality measures developed under 
this section: 

‘‘(1) Health insurance plans and health care 
providers, including such plans and providers 
with experience in the care of the frail elder-
ly and individuals with multiple complex 
chronic conditions, or groups representing 
such health insurance plans and providers. 

‘‘(2) Groups representing patients and con-
sumers. 

‘‘(3) Purchasers and employers or groups 
representing purchasers or employers. 

‘‘(4) Organizations that focus on quality 
improvement as well as the measurement 
and reporting of quality measures. 

‘‘(5) Organizations that certify and license 
health care providers. 

‘‘(6) State government public health pro-
grams. 

‘‘(7) Individuals or entities skilled in the 
conduct and interpretation of biomedical, 
health services, and health economics re-
search and with expertise in outcomes and 
effectiveness research and technology assess-
ment. 

‘‘(8) Individuals or entities involved in the 
development and establishment of standards 
and certification for health information 
technology systems and clinical data. 

‘‘(9) Individuals or entities with experience 
with— 

‘‘(A) urban health care issues; 
‘‘(B) safety net health care issues; and 
‘‘(C) rural and frontier health care issues. 

‘‘(e) USE OF QUALITY MEASURES.— 
‘‘(1) IN GENERAL.—For purposes of activi-

ties conducted or supported by the Secretary 
under this Act, the Secretary shall, to the 
extent practicable, adopt and utilize the 
quality measures developed under this sec-
tion. 

‘‘(2) COLLABORATIVE AGREEMENTS.—With re-
spect to activities conducted or supported by 
the Secretary under this Act, the Secretary 
may establish collaborative agreements with 
private entities, including group health 
plans and health insurance issuers, pro-
viders, purchasers, consumer organizations, 
and entities receiving a grant under section 
2905, to— 

‘‘(A) encourage the use of the quality 
measures adopted by the Secretary under 
this section; and 

‘‘(B) foster uniformity between the health 
care quality measures utilized by private en-
tities. 

‘‘(3) REPORTING.—The Secretary shall im-
plement procedures to enable the Depart-
ment of Health and Human Services to ac-
cept the electronic submission of data for 
purposes of— 

‘‘(A) quality measurement using the qual-
ity measures developed under this section 
and using the standards adopted by the Fed-
eral Government under section 2903; and 

‘‘(B) for reporting measures used to make 
value-based payments under programs under 
the Social Security Act. 

‘‘(f) DISSEMINATION OF INFORMATION.—Be-
ginning on January 1, 2008, in order to make 
comparative quality information available 
to health care consumers, health profes-
sionals, public health officials, researchers, 
and other appropriate individuals and enti-
ties, the Secretary shall provide for the dis-
semination, aggregation, and analysis of 
quality measures collected under section 2905 
and the dissemination of recommendations 
and best practices derived in part from such 
analysis. 

‘‘(g) TECHNICAL ASSISTANCE.—The Sec-
retary shall provide technical assistance to 
public and private entities to enable such en-
tities to— 

‘‘(1) implement and use evidence-based 
guidelines with the greatest potential to im-
prove health care quality, efficiency, and pa-
tient safety; and 

‘‘(2) establish mechanisms for the rapid 
dissemination of information regarding evi-
dence-based guidelines with the greatest po-
tential to improve health care quality, effi-
ciency, and patient safety. 

‘‘(h) RULE OF CONSTRUCTION.—Nothing in 
this title shall be construed as prohibiting 
the Secretary, acting through the Adminis-
trator of the Centers for Medicare & Med-
icaid Services, from developing quality 
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measures (and timing requirements for re-
porting such measures) for use under pro-
grams administered by the Secretary under 
the Social Security Act, including programs 
under titles XVIII, XIX, and XXI of such 
Act.’’. 
SEC. 3. LICENSURE AND THE ELECTRONIC EX-

CHANGE OF HEALTH INFORMATION. 
(a) IN GENERAL.—The Secretary of Health 

and Human Services shall carry out, or con-
tract with a private entity to carry out, a 
study that examines— 

(1) the variation among State laws that re-
late to the licensure, registration, and cer-
tification of medical professionals; and 

(2) how such variation among State laws 
impacts the secure electronic exchange of 
health information— 

(A) among the States; and 
(B) between the States and the Federal 

Government. 
(b) REPORT AND RECOMMENDATIONS.—Not 

later than 1 year after the date of enactment 
of this Act, the Secretary of Health and 
Human Services shall publish a report that— 

(1) describes the results of the study car-
ried out under subsection (a); and 

(2) makes recommendations to States re-
garding the harmonization of State laws 
based on the results of such study. 
SEC. 4. ENSURING PRIVACY AND SECURITY. 

Nothing in this Act (or the amendments 
made by this Act) shall be construed to af-
fect the scope, substance, or applicability 
of— 

(1) section 264 of the Health Insurance 
Portability and Accountability Act of 1996; 

(2) sections 1171 through 1179 of the Social 
Security Act; and 

(3) any regulation issued pursuant to any 
such section. 
SEC. 5. GAO STUDY. 

Not later than 6 months after the date of 
enactment of this Act, the Comptroller Gen-
eral of the United States shall submit to 
Congress a report on the necessity and work-
ability of requiring health plans (as defined 
in section 1171 of the Social Security Act (42 
U.S.C. 1320d)), health care clearinghouses (as 
defined in such section 1171), and health care 
providers (as defined in such section 1171) 
who transmit health information in elec-
tronic form, to notify patients if their indi-
vidually identifiable health information (as 
defined in such section 1171) is wrongfully 
disclosed. 
SEC. 6. STUDY OF REIMBURSEMENT INCENTIVES. 

The Secretary of Health and Human Serv-
ices shall carry out, or contract with a pri-
vate entity to carry out, a study that exam-
ines methods to create efficient reimburse-
ment incentives for improving health care 
quality in Federally qualified health centers, 
rural health clinics, and free clinics. 
SEC. 7. HEALTH INFORMATION TECHNOLOGY RE-

SOURCE CENTER. 
Section 914 of the Public Health Service 

Act (42 U.S.C. 299b–3) is amended by adding 
at the end the following: 

‘‘(d) HEALTH INFORMATION TECHNOLOGY RE-
SOURCE CENTER.— 

‘‘(1) IN GENERAL.—The Secretary, acting 
through the Director, shall develop a Health 
Information Technology Resource Center to 
provide technical assistance and develop best 
practices to support and accelerate efforts to 
adopt, implement, and effectively use inter-
operable health information technology in 
compliance with section 2903 and 2907. 

‘‘(2) PURPOSES.—The purpose of the Center 
is to— 

‘‘(A) provide a forum for the exchange of 
knowledge and experience; 

‘‘(B) accelerate the transfer of lessons 
learned from existing public and private sec-
tor initiatives, including those currently re-
ceiving Federal financial support; 

‘‘(C) assemble, analyze, and widely dis-
seminate evidence and experience related to 
the adoption, implementation, and effective 
use of interoperable health information tech-
nology. 

‘‘(D) provide for the establishment of re-
gional and local health information net-
works to facilitate the development of inter-
operability across health care settings and 
improve the quality of health care; 

‘‘(E) provide for the development of solu-
tions to barriers to the exchange of elec-
tronic health information; and 

‘‘(F) conduct other activities identified by 
the States, local or regional health informa-
tion networks, or health care stakeholders 
as a focus for developing and sharing best 
practices. 

‘‘(3) SUPPORT FOR ACTIVITIES.—To provide 
support for the activities of the Center, the 
Director shall modify the requirements, if 
necessary, that apply to the National Re-
source Center for Health Information Tech-
nology to provide the necessary infrastruc-
ture to support the duties and activities of 
the Center and facilitate information ex-
change across the public and private sectors. 

‘‘(4) RULE OF CONSTRUCTION.—Nothing in 
this subsection shall be construed to require 
the duplication of Federal efforts with re-
spect to the establishment of the Center, re-
gardless of whether such efforts were carried 
out prior to or after the enactment of this 
subsection. 

‘‘(e) TECHNICAL ASSISTANCE TELEPHONE 
NUMBER OR WEBSITE.—The Secretary shall 
establish a toll-free telephone number or 
Internet website to provide health care pro-
viders and patients with a single point of 
contact to— 

‘‘(1) learn about Federal grants and tech-
nical assistance services related to inter-
operable health information technology; 

‘‘(2) learn about qualified health informa-
tion technology and the quality measures 
adopted by the Federal Government under 
sections 2903 and 2907; 

‘‘(3) learn about regional and local health 
information networks for assistance with 
health information technology; and 

‘‘(4) disseminate additional information de-
termined by the Secretary. 

‘‘(f) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated, such 
sums as may be necessary for each of fiscal 
years 2006 and 2007 to carry out this sub-
section.’’. 
SEC. 8. REAUTHORIZATION OF INCENTIVE 

GRANTS REGARDING TELEMEDI-
CINE. 

Section 330L(b) of the Public Health Serv-
ice Act (42 U.S.C. 254c–18(b)) is amended by 
striking ‘‘2002 through 2006’’ and inserting 
‘‘2006 through 2010’’. 

f 

NOTICES OF HEARINGS/MEETINGS 
COMMITTEE ON INDIAN AFFAIRS 

Mr. MCCAIN. Mr. President, I would 
like to announce that the Committee 
on Indian Affairs will meet on Thurs-
day, November 17, 2005, at 10 a.m. in 
Room 216 of the Hart Senate Office 
Building to conduct an oversight hear-
ing on the In Re Tribal Lobbying Mat-
ters, Et Al. Those wishing additional 
information may contact the Indian 
Affairs Committee at 224–2251. 

f 

AUTHORITIES FOR COMMITTEES 
TO MEET 

COMMITTEE ON AGRICULTURE, NUTRITION, AND 
FORESTRY 

Mr. GRASSLEY. Mr. President, I ask 
unanimous consent that the Com-

mittee on Agriculture, Nutrition, and 
Forestry be authorized to conduct a 
hearing during the session of the Sen-
ate on Thursday, November 17, 2005 at 
10 a.m. in 328A, Senate Russell Office 
Building. The purpose of this Com-
mittee hearing will be to consider the 
role of U.S. agriculture in the control 
and eradication of avian influenza. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
COMMITTEE ON BANKING, HOUSING, AND URBAN 

AFFAIRS 
Mr. GRASSLEY. Mr. President, I ask 

unanimous consent that the Com-
mittee on Banking, Housing, and 
Urban Affairs be authorized to meet 
during the session of the Senate on No-
vember 17, 2005, at 10 a.m., to conduct 
a hearing on ‘‘A Review of the GAO Re-
port on the Sale of Financial Products 
to Military Personnel.’’ 

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

COMMITTEE ON COMMERCE, SCIENCE, AND 
TRANSPORTATION 

Mr. GRASSLEY. Mr. President, I ask 
unanimous consent that the Com-
mittee on Commerce, Science, and 
Transportation be authorized to meet 
on Thursday, November 17, 2005, at 2:30 
p.m., on pending Committee business. 

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

COMMITTEE ON ENVIRONMENT AND PUBLIC 
WORKS 

Mr. GRASSLEY. Mr. President, I ask 
unanimous consent that the Com-
mittee on Environment and Public 
Works be authorized to hold a business 
meeting on November 17, 2005 at 9:30 
a.m. to consider the following agenda: 

S. 1708 ‘‘Emergency Lease Requirements 
Act of 2005.’’ 

S. 1496 ‘‘Electronic Duck Stamp Act of 
2005.’’ 

S. 1165 ‘‘James Campbell National Wildlife 
Refuge Expansion Act of 2005.’’ 

S.ll ‘‘Army Corps Assessment Authoriza-
tion for the State of Louisiana.’’ 

Eight Committee resolutions to au-
thorize the remainder of GSA’s FY06 
Capital Investment and Leasing Pro-
gram. 

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

COMMITTEE ON ENVIRONMENT AND PUBLIC 
WORKS 

Mr. GRASSLEY. Mr. President, I ask 
unanimous consent that the Com-
mittee on Environment and Public 
Works be authorized to hold a hearing 
on November 17, 2005 at 9:35 a.m. to 
evaluate the degree to which the pre-
liminary findings on the failure of the 
levees are being incorporated into the 
restoration of hurricane protection. 

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

COMMITTEE ON HOMELAND SECURITY AND 
GOVERNMENTAL AFFAIRS 

Mr. GRASSLEY. Mr. President, I ask 
unanimous consent that the Com-
mittee on Homeland Security and Gov-
ernmental Affairs be authorized to 
meet on Thursday, November 17, 2005, 
at 10 a.m. for a hearing titled, ‘‘From 
Proposed to Final: Evaluating Regula-
tions for the National Security Per-
sonnel System.’’ 

VerDate Aug 31 2005 00:55 Nov 19, 2005 Jkt 049060 PO 00000 Frm 00106 Fmt 0624 Sfmt 0634 E:\CR\FM\A17NO6.189 S17NOPT2


		Superintendent of Documents
	2015-05-19T13:22:34-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




