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So the resolution was agreed to.
A motion to reconsider the vote

whereby said resolution was agreed to
was, by unanimous consent, laid on the
table.

T18.9 TAX RELIEF AND ECONOMIC
GROWTH

The SPEAKER pro tempore, Mr.
MURTHA, pursuant to House Resolu-
tion 374 and rule XXIII, declared the
House resolved into the Committee of
the Whole House on the state of the
Union for the consideration of the bill
(H.R. 4210) to amend the Internal Reve-
nue Code of 1986 to provide incentives
for increased economic growth and to
provide tax relief for families.

The SPEAKER pro tempore, Mr.
MURTHA, by unanimous consent, des-
ignated Mr. DERRICK as Chairman of
the Committee of the Whole; and after
some time spent therein,

T18.10 RECORDED VOTE

A recorded vote by electronic device
was ordered in the Committee of the
Whole on the following amendment in
the nature of a substitute:

TITLE I—ACCELERATED GROWTH
SEC. 101. SHORT TITLE, ETC.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Economic Growth Acceleration Act
of 1992’’.

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

(c) SECTION 15 SHALL NOT APPLY.—Except
as otherwise expressly provided, no amend-
ment made by this title shall be treated as a

change in rate of tax for purposes of section
15 of the Internal Revenue Code of 1986.

(d) TABLE OF CONTENTS.—
TABLE OF CONTENTS

TITLE I—ACCELERATED GROWTH
Sec. 101. Short title, etc.

Subtitle A—Provisions Relating to Capital
Gains

Sec. 111. Reduction in capital gains tax for
noncorporate taxpayers.

Sec. 112. Recapture under section 1250 of
total amount of depreciation.

Subtitle B—Provisions Relating to Passive
Losses and Depreciation

Sec. 121. Passive loss relief for real estate
developers.

Sec. 122. Special allowance for equipment
acquired in 1992.

Sec. 123. Elimination of ACE depreciation
adjustment.

Subtitle C—Provisions Relating to Real
Estate Investments by Pension Funds

Sec. 131. Real property acquired by a quali-
fied organization.

Sec. 132. Special rules for investments in
partnerships.

Subtitle D—Provisions Affecting
Homebuyers

Sec. 141. Credit for first-time homebuyers.
Sec. 142. Penalty-free withdrawals for first

home purchase.
Subtitle A—Provisions Relating to Capital

Gains
SEC. 111. REDUCTION IN CAPITAL GAINS TAX FOR

NONCORPORATE TAXPAYERS.
(a) GENERAL RULE.—Part I of subchapter P

of chapter 1 (relating to treatment of capital
gains) is amended by adding at the end
thereof the following new section:
‘‘SEC. 1202. REDUCTION IN CAPITAL GAINS TAX

FOR NONCORPORATE TAXPAYERS.
‘‘(a) DEDUCTION ALLOWED FOR CAPITAL

GAINS.—
‘‘(1) IN GENERAL.—If, for any taxable year,

a taxpayer other than a corporation has a
net capital gain, an amount equal to the sum
of the applicable percentages of the applica-
ble capital gain shall be allowed as a deduc-
tion.

‘‘(2) ESTATES AND TRUSTS.—In the case of
an estate or trust, the deduction under para-
graph (1) shall be computed by excluding the
portion (if any) of the gains for the taxable
year from sales or exchanges of capital as-
sets which, under section 652 and 662 (relat-
ing to inclusions of amounts in gross income
of beneficiaries of trusts), is includible by in-
come beneficiaries (other than corporations)
as gain derived from the sale or exchange of
capital assets.

‘‘(b) APPLICABLE PERCENTAGES.—For pur-
poses of this subsection, the applicable per-
centages shall be the percentages determined
in accordance with the following table:

The applicable
‘‘In the case of: percentage is:

1-year gain ...................... 15
2-year gain ...................... 30
3-year gain ...................... 45
‘‘(c) GAIN TO WHICH DEDUCTION APPLIES.—

For purposes of this section—
‘‘(1) APPLICABLE CAPITAL GAIN.—The term

‘applicable capital gain’ means 1-year gain,
2-year gain, or 3-year gain determined by
taking into account only gain which is prop-
erly taken into account on or after February
1, 1992.

‘‘(2) 3-YEAR GAIN.—The term ‘3-year gain’
means the lesser of—

‘‘(A) the net capital gain for the taxable
year, or

‘‘(B) the long-term capital gain determined
by taking into account only gain from the
sale or exchange of qualified assets held
more than 3 years.
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‘‘(3) 2-YEAR GAIN.—The term ‘2-year gain’

means the lesser of—
‘‘(A) the net capital gain for the taxable

year, reduced by 3-year gain, or
‘‘(B) the long-term capital gain determined

by taking into account only gain from the
sale or exchange of qualified assets held
more than 2 years but not more than 3 years.

‘‘(4) 1-YEAR GAIN.—The term ‘1-year gain’
means the net capital gain for the taxable
year determined by taking into account
only—

‘‘(A) gain from the sale or exchange of as-
sets held more than 1 year but not more than
2 years, and

‘‘(B) losses from the sale or exchange of as-
sets held more than 1 year.

‘‘(5) SPECIAL RULES FOR GAIN ALLOCABLE TO
PERIODS BEFORE 1994.—For purposes of this
section—

‘‘(A) GAIN ALLOCABLE TO PERIODS BEGINNING
ON OR AFTER FEBRUARY 1, 1992 AND BEFORE
1993.—In the case of any gain from any sale or
exchange which is properly taken into ac-
count for the period beginning on February
1, 1992 and ending on December 31, 1992, gain
which is 1-year gain or 2-year gain (without
regard to this subparagraph) shall be treated
as 3-year gain.

‘‘(B) GAIN ALLOCABLE TO 1993.—In the case of
any gain from any sale or exchange which is
properly taken into account for periods dur-
ing 1993, gain which is 1-year gain or 2-year
gain (without regard to this subparagraph)
shall be treated as 2-year gain and 3-year
gain, respectively.

‘‘(6) SPECIAL RULES FOR PASS-THROUGH ENTI-
TIES.—

‘‘(A) IN GENERAL.—In applying this sub-
section with respect to any pass-through en-
tity, the determination of when a sale or ex-
change has occurred shall be made at the en-
tity level.

‘‘(B) PASS-THROUGH ENTITY DEFINED.—For
purposes of subparagraph (A), the term ‘pass-
through entity’ means—

‘‘(i) a regulated investment company,
‘‘(ii) a real estate investment trust,
‘‘(iii) an S corporation,
‘‘(iv) a partnership,
‘‘(v) an estate or trust, and
‘‘(vi) a common trust fund.
‘‘(7) RECAPTURE OF NET ORDINARY LOSS

UNDER SECTION 1231.—For purposes of this sub-
section, if any amount is treated as ordinary
income under section 1231(c) for any taxable
year—

‘‘(A) the amount so treated shall be allo-
cated proportionately among the section 1231
gains (as defined in section 1231(a)) for such
taxable year, and

‘‘(B) the amount so allocated to any such
gain shall reduce the amount of such gain.’’

(b) TREATMENT OF COLLECTIBLES.—
(1) IN GENERAL.—Section 1222 is amended

by inserting after paragraph (11) the follow-
ing new paragraph:

‘‘(12) SPECIAL RULE FOR COLLECTIBLES.—
‘‘(A) IN GENERAL.—Any gain or loss from

the sale or exchange of a collectible shall be
treated as a short-term capital gain or loss
(as the case may be), without regard to the
period such asset was held. The preceding
sentence shall apply only to the extent the
gain or loss is taken into account in comput-
ing taxable income.

‘‘(B) TREATMENT OF CERTAIN SALES OF IN-
TEREST IN PARTNERSHIP, ETC.—For purposes
of subparagraph (A), any gain from the sale
or exchange of an interest in a partnership,
S corporation, or trust which is attributable
to unrealized appreciation in the value of
collectibles held by such entity shall be
treated as gain from the sale or exchange of
a collectible. Rules similar to the rules of
section 751(f) shall apply for purposes of the
preceding sentence.

‘‘(C) COLLECTIBLE.—For purposes of this
paragraph, the term ‘collectible’ means any

capital asset which is a collectible (as de-
fined in section 408(m) without regard to
paragraph (3) thereof).’’

(2) CHARITABLE DEDUCTION NOT AFFECTED.—
(A) Paragraph (1) of section 170(e) is

amended by adding at the end thereof the
following new sentence: ‘‘For purposes of
this paragraph, section 1222 shall be applied
without regard to paragraph (12) thereof (re-
lating to special rule for collectibles).’’

(B) Clause (iv) of section 170(b)(1)(C) is
amended by inserting before the period at
the end thereof the following: ‘‘and section
1222 shall be applied without regard to para-
graph (12) thereof (relating to special rule for
collectibles)’’.

(c) MINIMUM TAX.—Section 56(b)(1) is
amended by adding at the end thereof the
following new subparagraph:

‘‘(F) CAPITAL GAINS DEDUCTION DISALLOW-
ANCE.—The deduction under section 1202
shall not be allowed.’’

(d) CONFORMING AMENDMENTS.—
(1) Section 62(a) is amended by inserting

after paragraph (13) the following new para-
graph:

‘‘(14) CAPITAL GAINS DEDUCTION.—The de-
duction allowed by section 1202.’’

(2) Clause (ii) of section 163(d)(4)(B) is
amended by inserting ‘‘, reduced by the
amount of any deduction allowable under
section 1202 attributable to gain from such
property’’ after ‘‘investment’’.

(3)(A) Subparagraph (B) of section 170(e)(1)
is amended by inserting ‘‘the nondeductible
percentage’’ before ‘‘the amount of gain’’.

(B) Paragraph (1) of section 170(e) is
amended by adding at the end thereof the
following new sentence: ‘‘For purposes of
subparagraph (B), the term ‘nondeductible
percentage’ means 100 percent minus the ap-
plicable percentage with respect to such
property under section 1202(b), or, in the case
of a corporation, 100 percent.’’

(4)(A) Paragraph (2) of section 172(d) (relat-
ing to modifications with respect to net op-
erating loss deduction) is amended to read as
follows:

‘‘(2) CAPITAL GAINS AND LOSSES OF TAX-
PAYERS OTHER THAN CORPORATIONS.—In the
case of a taxpayer other than a corporation—

‘‘(A) the amount deductible on account of
losses from sales or exchanges of capital as-
sets shall not exceed the amount includible
on account of gains from sales or exchanges
of capital assets; and

‘‘(B) the deduction provided by section 1202
shall not be allowed.’’

(B) Subparagraph (B) of section 172(d)(4) is
amended by inserting ‘‘, (2)(B),’’ after ‘‘para-
graph (1)’’.

(5)(A) Section 221 (as redesignated by sec-
tion 224(a) of this Act) is amended to read as
follows:
‘‘SEC. 221. CROSS REFERENCES.

‘‘(1) For deductions for net capital gains in
the case of a taxpayer other than a corpora-
tion, see section 1202.

‘‘(2) For deductions in respect of a dece-
dent, see section 691.’’

(B) The table of sections for part VII of
subchapter B of chapter 1 (as amended by
section 224(c) of this Act) is amended by
striking ‘‘reference’’ in the item relating to
section 221 and inserting ‘‘references’’.

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

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

(7) Paragraph (3) of section 643(a) is amend-
ed by adding at the end thereof the following
new sentence: ‘‘The deduction under section
1202 (relating to deduction for net capital
gain) shall not be taken into account.’’

(8) Subparagraph (C) of section 643(a)(6) is
amended—

(A) by inserting ‘‘(i)’’ before ‘‘there’’, and
(B) by inserting ‘‘, and (ii) the deduction

under section 1202 (relating to deduction for
excess of capital gains over capital losses)
shall not be taken into account’’ before the
period at the end thereof.

(9) Paragraph (4) of section 691(c) is amend-
ed by striking ‘‘1202, and 1211’’ and inserting
‘‘1201, 1202, and 1211’’.

(10) The second sentence of paragraph (2) of
section 871(a) is amended by inserting ‘‘such
gains and losses shall be determined without
regard to section 1202 (relating to deduction
for net capital gain) and’’ after ‘‘except
that’’.

(11) Paragraph (1) of section 1402(i) is
amended to read as follows:

‘‘(1) IN GENERAL.—In determining the net
earnings from self-employment of any op-
tions dealer or commodities dealer—

‘‘(A) notwithstanding subsection (a)(3)(A),
there shall not be excluded any gain or loss
(in the normal course of the taxpayer’s ac-
tivity of dealing in or trading section 1256
contracts) from section 1256 contracts or
property related to such contracts, and

‘‘(B) the deduction provided by section 1202
shall not apply.’’

(12)(A) Subparagraph (A) of section
7518(g)(6) is amended by striking the last sen-
tence.

(B) Subparagraph (A) of section 607(h)(6) of
the Merchant Marine Act of 1936, is amended
by striking the last sentence.

(e) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter P of chapter
1 is amended by adding at the end thereof
the following new item:

‘‘Sec. 1202. Reduction in capital gains tax for
noncorporate taxpayers.’’

(f) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as provided in

paragraph (2), the amendments made by this
section shall apply to taxable years ending
on or after February 1, 1992.

(2) TREATMENT OF COLLECTIBLES.—
(A) IN GENERAL.—The amendment made by

subsection (b) shall apply to taxable years
beginning on or after February 1, 1993.

(B) SPECIAL RULE FOR 1992 TAXABLE YEAR.—
In the case of any taxable year which in-
cludes February 1, 1992, for purposes of sec-
tion 1202 of the Internal Revenue Code of 1986
and section 1(g) of such Code, any gain or
loss from the sale or exchange of a collect-
ible (within the meaning of section 1222(12) of
such Code) shall be treated as gain or loss
from a sale or exchange occurring before
such date.
SEC. 112. RECAPTURE UNDER SECTION 1250 OF

TOTAL AMOUNT OF DEPRECIATION.
(a) GENERAL RULE.—Subsections (a) and (b)

of section 1250 (relating to gain from disposi-
tion of certain depreciable realty) are
amended to read as follows:

‘‘(a) GENERAL RULE.—Except as otherwise
provided in this section, if section 1250 prop-
erty is disposed of, the lesser of—

‘‘(1) the depreciation adjustments in re-
spect to such property, or

‘‘(2) the excess of—
‘‘(A) the amount realized (or, in the case of

a disposition other than a sale, exchange, or
involuntary conversion, the fair market
value of such property), over

‘‘(B) the adjusted basis of such property,
shall be treated as gain which is ordinary in-
come. Such gain shall be recognized notwith-
standing any other provision of this subtitle.

‘‘(b) DEPRECIATION ADJUSTMENTS.—For pur-
poses of this section, the term ‘depreciation
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adjustments’ means, in respect of any prop-
erty, all adjustments attributable to periods
after December 31, 1968, reflected in the ad-
justed basis of such property on account of
deductions (whether in respect of the same
or other property) allowed or allowable to
the taxpayer or to any other person for ex-
haustion, wear and tear, obsolescence, or
amortization (other than amortization under
section 168 (as in effect before its repeal by
the Tax Reform Act of 1976), 169, 185 (as in ef-
fect before its repeal by the Tax Reform Act
of 1986), 188, 190, or 193). For purposes of the
preceding sentence, if the taxpayer can es-
tablish by adequate records or other suffi-
cient evidence that the amount allowed as a
deduction for any period was less than the
amount allowable, the amount taken into
account for such period shall be the amount
allowed.’’

(b) LIMITATION IN CASE OF INSTALLMENT
SALES.—Subsection (i) of section 453 is
amended—

(1) by striking ‘‘1250’’ the first place it ap-
pears and inserting ‘‘1250 (as in effect on the
day before the date of enactment of the Eco-
nomic Growth Acceleration Act of 1992)’’,
and

(2) by striking ‘‘1250’’ the second place it
appears and inserting ‘‘1250 (as so in effect)’’.

(c) CONFORMING AMENDMENTS.—
(1) Subparagraph (E) of section 1250(d)(4) is

amended—
(A) by striking ‘‘additional depreciation’’

and inserting ‘‘amount of the depreciation
adjustments’’, and

(B) by striking ‘‘ADDITIONAL DEPRECIATION’’
in the subparagraph heading and inserting
‘‘DEPRECIATION ADJUSTMENTS’’.

(2) Subparagraph (B) of section 1250(d)(6) is
amended to read as follows:

‘‘(B) DEPRECIATION ADJUSTMENTS.—In re-
spect of any property described in subpara-
graph (A), the amount of the depreciation
adjustments attributable to periods before
the distribution by the partnership shall be—

‘‘(i) the amount of gain to which sub-
section (a) would have applied if such prop-
erty had been sold by the partnership imme-
diately before the distribution at its fair
market value at such time, reduced by

‘‘(ii) the amount of such gain to which sec-
tion 751(b) applied.’’

(3) Subsection (d) of section 1250 is amend-
ed by striking paragraph (10).

(4) Section 1250 is amended by striking sub-
sections (e) and (f) and by redesignating sub-
sections (g) and (h) as subsections (e) and (f),
respectively.

(5) Paragraph (5) of section 48(q) is amend-
ed to read as follows:

‘‘(5) RECAPTURE OF REDUCTION.—For pur-
poses of sections 1245 and 1250, any reduction
under this subsection shall be treated as a
deduction allowed for depreciation.’’

(6) Clause (i) of section 267(e)(5)(D) is
amended by striking ‘‘section 1250(a)(1)(B)’’
and inserting ‘‘section 1250(a)(1)(B) (as in ef-
fect on the day before the date of enactment
of the Economic Growth Acceleration Act of
1992)’’.

(7)(A) Subsection (a) of section 291 is
amended by striking paragraph (1) and by re-
designating paragraphs (2), (3), (4), and (5) as
paragraphs (1), (2), (3), and (4), respectively.

(B) Subsection (c) of section 291 is amended
to read as follows:

‘‘(c) SPECIAL RULE FOR POLLUTION CONTROL
FACILITIES.—Section 168 shall apply with re-
spect to that portion of the basis of any
property not taken into account under sec-
tion 169 by reason of subsection (a)(4).’’

(C) Section 291 is amended by striking sub-
section (d) and redesignating subsection (e)
as subsection (d).

(D) Paragraph (2) of section 291(d) (as re-
designated by subparagraph (C)) is hereby re-
pealed.

(E) Subparagraph (A) of section 265(b)(3) is
amended by striking ‘‘291(e)(1)(B)’’ and in-
serting ‘‘291(d)(1)(B)’’.

(F) Subsection (c) of section 1277 is amend-
ed by striking ‘‘291(e)(1)(B)(ii)’’ and inserting
‘‘291(d)(1)(B)(ii)’’.

(8) Subsection (d) of section 1017 is amend-
ed to read as follows:

‘‘(d) RECAPTURE OF DEDUCTIONS.—For pur-
poses of sections 1245 and 1250—

‘‘(1) any property the basis of which is re-
duced under this section and which is neither
section 1245 property nor section 1250 prop-
erty shall be treated as section 1245 property,
and

‘‘(2) any reduction under this section shall
be treated as a deduction allowed for depre-
ciation.’’

(9) Paragraph (5) of section 7701(e) is
amended by striking ‘‘(relating to low-in-
come housing)’’ and inserting ‘‘(as in effect
on the day before the date of enactment of
the Economic Growth Acceleration Act of
1992)’’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to disposi-
tions made on or after February 1, 1992, in
taxable years ending on or after such date.

Subtitle B—Provisions Relating to Passive
Losses and Depreciation

SEC. 121. PASSIVE LOSS RELIEF FOR REAL ES-
TATE DEVELOPERS.

(a) TREATMENT OF REAL ESTATE DEVELOP-
MENT ACTIVITIES.—Subsection (c) of section
469 (relating to the limitation on passive ac-
tivity losses and credits) is amended by add-
ing at the end the following new paragraph:

‘‘(7) REAL ESTATE DEVELOPMENT ACTIVITY.—
The real estate development activity of a
taxpayer shall be treated as a single trade or
business activity that is not a rental activ-
ity.’’

(b) DEFINITION.—Subsection (j) of section
469 is amended by adding at the end thereof
the following new paragraph:

‘‘(13) REAL ESTATE DEVELOPMENT ACTIV-
ITY.—

‘‘(A) IN GENERAL.—The real estate develop-
ment activity of a taxpayer shall include all
activities of the taxpayer (determined with-
out regard to subsection (c)(7) and this para-
graph) in which the taxpayer actively par-
ticipates and that consist of the performance
of real estate development services and the
rental of any qualified real property.

‘‘(B) REAL ESTATE DEVELOPMENT SERV-
ICES.—For purposes of this paragraph, real
estate development services include only the
construction, substantial renovation, and
management of real property and the lease-
up and sale of real property in which the tax-
payer holds an interest of not less than 10
percent.

‘‘(C) QUALIFIED REAL PROPERTY.—For pur-
poses of this paragraph, real property is
qualified real property if the taxpayer mate-
rially participated in the construction or
substantial renovation of such property.’’

(c) EFFECTIVE DATE.—The amendments
made by this section are effective for taxable
years ending on or after December 31, 1992.
SEC. 122. SPECIAL ALLOWANCE FOR EQUIPMENT

ACQUIRED IN 1992.
(a) IN GENERAL.—Section 168 is amended by

adding at the end thereof the following new
subsection:

‘‘(j) SPECIAL RULE FOR EQUIPMENT AC-
QUIRED IN 1992.—

‘‘(1) ADDITIONAL ALLOWANCE.—There shall
be allowed, in addition to the reasonable al-
lowance provided for by section 167(a), a de-
preciation deduction determined under para-
graph (2) with respect to qualified equip-
ment.

‘‘(2) DETERMINATION OF ADDITIONAL ALLOW-
ANCE.—

‘‘(A) IN GENERAL.—The additional allow-
ance shall equal 15 percent of the purchase
price of the qualified equipment.

‘‘(B) PURCHASE PRICE.—For purposes of
paragraph (A), the purchase price of qualified
equipment shall equal its cost to the tax-
payer. In the case of self-constructed prop-
erty that is qualified equipment under para-
graph (4)(D), cost is determined on the date
the property is placed in service.

‘‘(3) WHEN ADDITIONAL ALLOWANCE MAY BE

CLAIMED.—The additional allowance may be
claimed in the tax year in which the quali-
fied equipment is placed in service.

‘‘(4) DEFINITIONS AND SPECIAL RULES.—
‘‘(A) QUALIFIED EQUIPMENT.—For purposes

of this subsection, the term ‘qualified equip-
ment’ means property that—

‘‘(i) is new property,
‘‘(ii) is section 1245 property (within the

meaning of section 1245(a)(3)),
‘‘(iii) is—
‘‘(I) acquired on or after February 1, 1992,

but only if no binding contract for the acqui-
sition was in effect before that date, or

‘‘(II) acquired pursuant to a binding con-
tract entered into on or after February 1,
1992, and before January 1, 1993,

‘‘(iv) is placed in service before July 1, 1993,
and

‘‘(v) is not defined as disqualified property
in regulations prescribed by the Secretary.

‘‘(B) NEW PROPERTY.—For purposes of this
paragraph, property is new property if the
original use of the property commences with
the taxpayer and commences on or after Feb-
ruary 1, 1992. Except as otherwise provided in
regulations, repaired or reconstructed prop-
erty is not new property, regardless of the
extent of the repairs or reconstruction.

‘‘(C) ACQUIRE.—For purposes of this para-
graph, a taxpayer is considered to ‘acquire’
property on the date the taxpayer obtains
physical control or possession of the prop-
erty, or on such other date as the Secretary
may prescribe by regulations.

‘‘(D) SPECIAL RULE FOR SELF-CONSTRUCTED
PROPERTY.—If a taxpayer manufactures, con-
structs, or produces property for the tax-
payer’s own use, the property shall be treat-
ed as ‘qualified equipment’ only if—

‘‘(i) the property meets the requirements
of clauses (i), (ii), (iv), and (v) of paragraph
(4)(A), and

‘‘(ii) the taxpayer begins manufacturing,
constructing, or producing the property on
or after February 1, 1992, and before January
1, 1993.

‘‘(5) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section.’’

(b) BASIS ADJUSTMENTS.—Subsection (c) of
section 167 is amended by adding at the end
thereof the following new sentence: ‘‘If a tax-
payer claims the additional allowance pro-
vided by section 168(j) with respect to quali-
fied equipment in a taxable year, the basis of
the qualified equipment is reduced under sec-
tion 1016 by the amount of the additional al-
lowance before the depreciation deduction
under paragraph (a) is determined for that
taxable year.’’

(c) ALTERNATIVE MINIMUM TAX.—Paragraph
(1) of section 56(a) is amended—

(1) by inserting ‘‘or (iii)’’ after ‘‘(ii)’’ in
subparagraph (A)(i), and

(2) by adding at the end thereof the follow-
ing new clause:

‘‘(iii) The additional allowance provided by
section 168(j) for certain equipment shall
apply in determining the amount of alter-
native minimum taxable income. The basis
adjustment required for the additional al-
lowance provided by section 168(j) shall be
made before the depreciation deduction al-
lowable in determining alternative minimum
taxable income under this paragraph is de-
termined.’’
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(d) CROSS REFERENCE.—Subsection (e) of

section 1016 is amended by adding at the end
thereof the following new paragraph:

‘‘(3) For the order in which basis adjust-
ments should be made for depreciation in the
case of property with respect to which the
special additional allowance is claimed under
section 168(j), see section 167(c).’’

(e) EFFECTIVE DATE.—The amendments
made by this section are effective February
1, 1992.
SEC. 123. ELIMINATION OF ACE DEPRECIATION

ADJUSTMENT.
(a) GENERAL RULE.—Clause (i) of section

56(g)(4)(A) is amended to read as follows:
‘‘(i) PROPERTY PLACED IN SERVICE AFTER 1989

AND PRIOR TO FEBRUARY 1, 1992.—The deprecia-
tion deduction with respect to any property
placed in service—

‘‘(I) in a taxable year beginning after 1989,
and

‘‘(II) prior to February 1, 1992,
shall be determined under the alternative
system of section 168(g).’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply for property
placed in service on or after February 1, 1992.

Subtitle C—Provisions Relating to Real
Estate Investments by Pension Funds

SEC. 131. REAL PROPERTY ACQUIRED BY A
QUALIFIED ORGANIZATION.

(a) INTERESTS IN MORTGAGES.—The last
sentence of subparagraph (B) of section
514(c)(9) is hereby transferred to subpara-
graph (A) of section 514(c)(9) and added at the
end thereof.

(b) MODIFICATIONS OF EXCEPTIONS.—Para-
graph (9) of section 514(c) is amended by add-
ing at the end thereof the following new sub-
paragraph:

‘‘(G) SPECIAL RULES FOR PURPOSES OF THE
EXCEPTIONS.—For purposes of section
514(c)(9)(B), except as otherwise provided by
regulations, the following additional rules
apply—

‘‘(i) IN GENERAL.—
‘‘(I) For purposes of clauses (iii) and (iv) of

subparagraph (B), a lease to a person de-
scribed in clause (iii) or (iv) shall be dis-
regarded if no more than 10 percent of the
leasable floor space in a building is covered
by the lease and if the lease is on commer-
cially reasonable terms.

‘‘(II) Clause (v) of subparagraph (B) shall
not apply to the extent the financing is com-
mercially reasonable and is on substantially
the same terms as loans involving unrelated
persons; for this purpose, standards for de-
termining a commercially reasonable inter-
est rate shall be provided by the Secretary.

‘‘(ii) QUALIFYING SALES OUT OF FORE-
CLOSURE BY FINANCIAL INSTITUTIONS.—In the
case of a qualifying sale out of foreclosure by
a financial institution, clauses (i) and (ii) of
subparagraph (B) shall not apply. For this
purpose, a ‘qualifying sale out of foreclosure
by a financial institution’ exists where—

‘‘(I) a qualified organization acquires real
property from a person (a ‘financial institu-
tion’) described in sections 581 or 591(a) (in-
cluding a person in receivership) and the fi-
nancial institution acquired the property
pursuant to a bid at foreclosure or by oper-
ation of an agreement or of process of law
after a default on indebtedness which the
property secured (‘foreclosure’), and the fi-
nancial institution treats any income real-
ized from the sale or exchange of the prop-
erty as ordinary income,

‘‘(II) the amount of the financing provided
by the financial institution does not exceed
the amount of the financial institution’s
outstanding indebtedness (determined with-
out regard to accrued but unpaid interest)
with respect to the property at the time of
foreclosure,

‘‘(III) the financing provided by the finan-
cial institution is commercially reasonable

and is on substantially the same terms as
loans between unrelated persons for sales of
foreclosed property (for this purpose, stand-
ards for determining a commercially reason-
able interest rate shall be provided by the
Secretary), and

‘‘(IV) the amount payable pursuant to the
financing that is determined by reference to
the revenue, income, or profits derived from
the property (‘participation feature’) does
not exceed 25 percent of the principal
amount of the financing provided by the fi-
nancial institution, and the participation
feature is payable no later than the earlier of
satisfaction of the financing or disposition of
the property.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to debt-fi-
nanced acquisitions of real estate made on or
after February 1, 1992.
SEC. 132. SPECIAL RULES FOR INVESTMENTS IN

PARTNERSHIPS.
(a) MODIFICATION TO ANTI-ABUSE RULES.—

Paragraph (9) of section 514(c) (as amended
by section 131 of this Act) is amended by add-
ing at the end thereof the following new sub-
paragraph:

‘‘(H) PARTNERSHIPS NOT INVOLVING TAX
AVOIDANCE.—

‘‘(i) DE MINIMIS RULE FOR CERTAIN LARGE
PARTNERSHIPS.—The provisions of subpara-
graph (B) shall not apply to an investment in
a partnership having at least 250 partners
if—

‘‘(I) investments in the partnership are or-
ganized into units that are marketed pri-
marily to individuals expected to be taxed at
the maximum rate prescribed for individuals
under section 1.

‘‘(II) at least 50 percent of each class of in-
terests is owned by such individuals,

‘‘(III) the partners that are qualified orga-
nizations owning interests in a class partici-
pate on substantially the same terms as
other partners owning interests in that
class, and

‘‘(IV) the principal purpose of partnership
allocations is not tax avoidance.

‘‘(ii) EXCEPTION WHERE TAXABLE PERSONS
OWN A SIGNIFICANT PERCENTAGE.—In the case
of any partnership, other than a partnership
to which clause (i) applies, in which persons
who are expected (under the regulations to
be prescribed by the Secretary), at the time
the partnership is formed, to pay tax at the
maximum rate prescribed in section 1 or 11
(whichever is applicable) throughout the
term of the partnership own at least a 25 per-
cent interest, the provisions of subparagraph
(B) shall not apply if the partnership satis-
fies the requirements of subparagraph (E).’’

(b) PUBLICLY TRADED PARTNERSHIPS; UNRE-
LATED BUSINESS INCOME FROM PARTNER-
SHIPS.—Subsection (c) of section 512 is
amended by striking paragraph (2) (relating
to publicly traded partnerships), by redesig-
nating paragraph (3) as paragraph (2), and by
striking ‘‘paragraph (1) or (2)’’ in paragraph
(2) (as so redesignated) and inserting ‘‘para-
graph (1)’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to partner-
ship interests acquired on or after February
1, 1992.
Subtitle D—Provisions Affecting Homebuyers
SEC. 141. CREDIT FOR FIRST-TIME HOMEBUYERS.

(a) IN GENERAL.—Subpart A of part IV of
chapter 1 is amended by inserting after sec-
tion 22 the following new section:
‘‘SEC. 23. PURCHASE OF PRINCIPAL RESIDENCE

BY FIRST-TIME HOMEBUYER.
‘‘(a) ALLOWANCE OF CREDIT.—If an individ-

ual who is a first-time homebuyer purchases
a principal residence (within the meaning of
section 1034), there shall be allowed to such
individual as a credit against the tax im-
posed by this subtitle an amount equal to 10
percent of the purchase price of the principal
residence.

‘‘(b) LIMITATIONS.—
‘‘(1) MAXIMUM CREDIT.—The credit allowed

under subsection (a) shall not exceed $5,000.
‘‘(2) LIMITATION TO ONE RESIDENCE.—The

credit under this section shall be allowed
with respect to only one residence of the tax-
payer.

‘‘(3) MARRIED INDIVIDUALS FILING JOINTLY.—
In the case of a husband and wife who file a
joint return under section 6013, the credit
under this section is allowable only if both
the husband and wife are first-time home-
buyers, and the amount specified under para-
graph (1) shall apply to the joint return.

‘‘(4) OTHER TAXPAYERS.—In the case of indi-
viduals to whom paragraph (3) does not apply
who together purchase the same new prin-
cipal residence for use as their principal resi-
dence, the credit under this section is allow-
able only if each of the individuals is a first-
time homebuyer, and the sum of the amount
of credit allowed to such individuals shall
not exceed the lesser of $5,000 or 10 percent of
the total purchase price of the residence. The
amount of any credit allowable under this
section shall be apportioned among such in-
dividuals under regulations to be prescribed
by the Secretary.

‘‘(5) APPLICATION WITH OTHER CREDITS.—The
credit allowed by subsection (a) shall not ex-
ceed the amount of the tax imposed by this
chapter for the taxable year, reduced by the
sum of any other credits allowable under
this chapter.

‘‘(c) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘‘(1) PURCHASE PRICE.—The term ‘purchase
price’ means the adjusted basis of the prin-
cipal residence on the date of the acquisition
thereof.

‘‘(2) FIRST-TIME HOMEBUYER.—
‘‘(A) IN GENERAL.—The term ‘first-time

homebuyer’ means any individual if such in-
dividual has not had a present ownership in-
terest in any residence (including an interest
in a housing cooperative) at any time within
the 36-month period ending on the date of ac-
quisition of the residence on which the credit
allowed under subsection (a) is to be
claimed. An interest in a partnership, S cor-
poration, or trust that owns an interest in a
residence is not considered an interest in a
residence for purposes of this paragraph ex-
cept as may be provided in regulations.

‘‘(B) CERTAIN INDIVIDUALS.—Notwithstand-
ing subparagraph (A), an individual is not a
first-time homebuyer on the date of purchase
of a residence if on that date the running of
any period of time specified in section 1034 is
suspended under subsection (h) or (k) of sec-
tion 1034 with respect to that individual.

‘‘(3) SPECIAL RULES FOR CERTAIN ACQUISI-
TIONS.—No credit is allowable under this sec-
tion if—

‘‘(A) the residence is acquired from a per-
son whose relationship to the person acquir-
ing it would result in the disallowance of
losses under section 267 or 707(b), or

‘‘(B) the basis of the residence in the hands
of the person acquiring it is determined—

‘‘(i) in whole or in part by reference to the
adjusted basis of such residence in the hands
of the person from whom it is acquired, or

‘‘(ii) under section 1014(a) (relating to prop-
erty acquired from a decedent).

‘‘(d) RECAPTURE FOR CERTAIN DISPOSI-
TIONS.—

‘‘(1) IN GENERAL.—Except as provided in
paragraphs (2) and (3), if the taxpayer dis-
poses of property with respect to the pur-
chase of which a credit was allowed under
subsection (a) at any time within 36 months
after the date the taxpayer acquired the
property as his principal residence, then the
tax imposed under this chapter for the tax-
able year in which the disposition occurs is
increased by an amount equal to the amount
allowed as a credit for the purchase of such
property.
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‘‘(2) ACQUISITION OF NEW RESIDENCE.—If, in

connection with a disposition described in
paragraph (1) and within the applicable pe-
riod prescribed in section 1034, the taxpayer
purchases a new principal residence, then the
provisions of paragraph (1) shall not apply
and the tax imposed by this chapter for the
taxable year in which the new principal resi-
dence is purchased is increased to the extent
the amount of the credit that could be
claimed under this section on the purchase
of the new residence (determined without re-
gard to subsection (e)) is less than the
amount of credit claimed by the taxpayer
under this section.

‘‘(3) DEATH OF OWNER; CASUALTY LOSS; IN-
VOLUNTARY CONVERSION; ETC.—The provisions
of paragraph (1) do not apply to—

‘‘(A) a disposition of a residence made on
account of the death of any individual hav-
ing a legal or equitable interest therein oc-
curring during the 36-month period to which
reference is made under paragraph (1),

‘‘(B) a disposition of the old residence if it
is substantially or completely destroyed by a
casualty described in section 165(c)(3) or
compulsorily or involuntarily converted
(within the meaning of section 1033(a)), or

‘‘(C) a disposition pursuant to a settlement
in a divorce or legal separation proceeding
where the residence is sold or the other
spouse retains the residence as a principal
residence.

‘‘(e) PROPERTY TO WHICH SECTION AP-
PLIES.—

‘‘(1) IN GENERAL.—The provisions of this
section apply to a principal residence if—

‘‘(A) the taxpayer acquires the residence
on or after February 1, 1992, and before Janu-
ary 1, 1993, or

‘‘(B) the taxpayer enters into, on or after
February 1, 1992, and before January 1, 1993,
a binding contract to acquire the residence,
and acquires and occupies the residence be-
fore July 1, 1993.’’

(b) CLERICAL AMENDMENT.—The table of
sections for subpart A of part IV of chapter
1 is amended by inserting after section 22 the
following new item:

‘‘Sec. 23. Purchase of principal residence by
first-time homebuyer.’’

(c) EFFECTIVE DATE.—The amendments
made by this section are effective on Feb-
ruary 1, 1992.
SEC. 142. PENALTY-FREE WITHDRAWALS FOR

FIRST HOME PURCHASE.
(a) IN GENERAL.—Paragraph (2) of section

72(t) (relating to exceptions to 10-percent ad-
ditional tax on early distributions from
qualified retirement plans), as amended by
section 213 of this Act, is further amended by
adding at the end thereof the following new
subparagraph:

‘‘(E) DISTRIBUTION FROM INDIVIDUAL RETIRE-
MENT PLAN FOR FIRST HOME PURCHASE.—A dis-
tribution to an individual from an individual
retirement plan with respect to which the re-
quirements of paragraph (7) are met.’’

(b) DEFINITIONS.—Subsection (t) of section
72 is amended by adding at the end thereof
the following new paragraph:

‘‘(6) REQUIREMENTS APPLICABLE TO FIRST
HOME PURCHASE DISTRIBUTION.—For purposes
of paragraph (2)(E)—

‘‘(A) IN GENERAL.—The requirements of
this paragraph are met with respect to a dis-
tribution if—

‘‘(i) DOLLAR LIMIT.—The amount of the dis-
tribution does not exceed the excess (if any)
of—

‘‘(I) $10,000, over
‘‘(II) the sum of the distributions to which

paragraph (2)(E) previously applied with re-
spect to the individual who is the owner of
the individual retirement plan.

‘‘(ii) USE OF DISTRIBUTION.—The distribu-
tion—

‘‘(I) is made to or on behalf of a qualified
first home purchaser, and

‘‘(II) is applied within 60 days of the date of
distribution to the purchase or construction
of a principal residence of such purchaser.

‘‘(iii) ELIGIBLE PLANS.—The distribution is
not made from an individual retirement plan
which—

‘‘(I) is an inherited individual retirement
plan (within the meaning of section
408(d)(3)(C)(ii)), or

‘‘(II) any part of the contributions to
which were excludable from income under
section 402(c), 402(a)(7), 403(a)(4), or 403(b)(8).

‘‘(B) QUALIFIED FIRST HOME PURCHASER.—
For purposes of this paragraph, the term
‘qualified first home purchaser’ means the
individual who is the owner of the individual
retirement plan, but only if—

‘‘(i) such individual (and, if married, such
individual’s spouse) had no present owner-
ship interest in a residence at any time with-
in the 36-month period ending on the date for
which the distribution is applied pursuant to
subparagraph (A)(ii), and

‘‘(ii) subsection (h) or (k) of section 1034 did
not suspend the running of any period of
time specified in section 1034 with respect to
such individual on the day before the date
the distribution is applied pursuant to sub-
paragraph (A)(ii).

‘‘(C) SPECIAL RULE WHERE DELAY IN ACQUISI-
TION.—If any distribution from an individual
retirement plan fails to meet the require-
ments of subparagraph (A) solely by reason
of a delay or cancellation of the purchase or
construction of the residence, the amount of
the distribution may be contributed to an in-
dividual retirement plan as provided in sec-
tion 408(d)(3)(A)(i), except that—

‘‘(i) section 408(d)(3)(B) shall not be applied
to such contribution, and

‘‘(ii) such amount shall not be taken into
account—

‘‘(I) in determining whether section
408(d)(3)(A)(i) applies to any other amount,
or

‘‘(II) for purposes of subclause (II) of sub-
paragraph (A)(i).

‘‘(D) PRINCIPAL RESIDENCE.—For purposes
of this paragraph, the term ‘principal resi-
dence’ has the meaning given such term by
section 1034.

‘‘(E) OWNER.—For purposes of this para-
graph, the term ‘owner’ means, with respect
to any individual retirement plan, the indi-
vidual with respect to whom such plan was
established.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions on or after February 1, 1992.

TITLE II—TAX RELIEF FOR FAMILIES
SEC. 201. SHORT TITLE, ETC.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Tax Relief for Families Act of 1992’’.

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

(c) SECTION 15 SHALL NOT APPLY.—Except
as otherwise expressly provided, no amend-
ment made by this title shall be treated as a
change in rate of tax for purposes of section
15 of the Internal Revenue Code of 1986.

(d) TABLE OF CONTENTS.—

TABLE OF CONTENTS

TITLE II—TAX RELIEF FOR FAMILIES

Sec. 201. Short title, etc.

Subtitle A—Provisions Relating to
Education and Savings

Sec. 211. Deduction for interest on certain
educational loans.

Sec. 212. Flexible individual retirement ac-
counts.

Sec. 213. Penalty-free withdrawals for cer-
tain educational and medical
expenses.

Subtitle B—Other Provisions
Sec. 221. Casualty loss on sale of home; basis

adjustment.
Sec. 222. Family tax allowance.
Sec. 223. Extend health insurance deduction

for self-employed.
Sec. 224. Adoption expenses.
Sec. 225. Public transit fringe benefit exclu-

sion.
Subtitle A—Provisions Relating to Education

and Savings
SEC. 211. DEDUCTION FOR INTEREST ON CER-

TAIN EDUCATIONAL LOANS.
(a) IN GENERAL.—Paragraph (2) of section

163(h) is amended by striking ‘‘and’’ at the
end of subparagraph (D), by redesignating
subparagraph (E) as subparagraph (F), and
by inserting after subparagraph (D) the fol-
lowing new subparagraph:

‘‘(E) any qualified educational interest
(within the meaning of paragraph (5)), and’’.

(b) QUALIFIED EDUCATIONAL INTEREST DE-
FINED.—Subsection (h) of section 163 is
amended by redesignating paragraph (5) as
paragraph (6), and by inserting after para-
graph (4) the following new paragraph:

‘‘(5) For purposes of this subsection—
‘‘(A) QUALIFIED EDUCATIONAL INTEREST.—

The term ‘‘qualified educational interest’’
means interest which is paid during the tax-
able year on qualified educational indebted-
ness.

‘‘(B) QUALIFIED EDUCATIONAL INDEBTED-
NESS.—The term ‘‘qualified educational in-
debtedness’’ means any loan—

‘‘(i) which is provided—
‘‘(I) pursuant to a Federal, State, or State-

based guarantee program or insurance pro-
gram,

‘‘(II) by an organization described in sec-
tion 501(c)(3) and exempt from tax under sec-
tion 501(a),

‘‘(III) by a financial institution under a
supplemental education program which re-
quires that payments be made to the edu-
cational institution referred to in subpara-
graph (C)(i), or

‘‘(IV) by an institution that is an eligible
educational institution (defined in subpara-
graph (E)) on the date the loan is provided,
and

‘‘(ii) which is incurred to pay qualified edu-
cational expenses which are paid or incurred
at a time that is reasonably contempora-
neous (as defined in regulations prescribed
by the Secretary) with the time the loan pro-
ceeds are received.

‘‘(C) QUALIFIED EDUCATIONAL EXPENSES.—
‘‘(i) IN GENERAL.—The term ‘qualified edu-

cational expenses’ means qualified tuition
and related expenses of the taxpayer, the
taxpayer’s spouse or child (as defined in sec-
tion 151(c)(3)) for attendance at an institu-
tion that is an eligible educational institu-
tion (as defined in subparagraph (E)) at the
time of attendance, provided that the person
in attendance at such institution is a quali-
fied individual.

‘‘(ii) QUALIFIED TUITION AND RELATED EX-
PENSES.—The term ‘qualified tuition and re-
lated expenses’ has the meaning given such
term by section 117(b), except that such term
shall include any reasonable living expenses
of the qualified individual while living away
from home and attending the educational in-
stitution referred to in clause (i).

‘‘(iii) EXCLUSION OF REIMBURSED EX-
PENSES.—If the taxpayer, or the taxpayer’s
spouse or child, is reimbursed for tuition or
a related expense by someone other than the
taxpayer or the taxpayer’s spouse or child,
the tuition or related expense shall not be
‘qualified tuition and related expenses’ to
the extent of the reimbursement.
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‘‘(iv) COORDINATION WITH SAVINGS BOND PRO-

VISIONS.—The amount of qualified tuition
and related expenses for any taxable year
shall be reduced by any amount excludable
from gross income for that year under sec-
tion 135.

‘‘(D) QUALIFIED INDIVIDUAL.—An individual
is a ‘qualified individual’ if the individual—

‘‘(i) is either—
‘‘(I) a high school graduate, or
‘‘(II) over 18 years of age, and
‘‘(ii) is enrolled in a course of study—
‘‘(I) leading to a degree or certificate, or
‘‘(II) related to existing or future full-time

employment.
‘‘(E) ELIGIBLE EDUCATIONAL INSTITUTION.—

An institution is an ‘eligible educational in-
stitution’ if it is described in section 481(a) of
the Higher Education Act of 1965 and is eligi-
ble to participate in programs under title IV
of such Act.

‘‘(F) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this para-
graph, including regulations—

‘‘(i) precluding treatment of artificial loan
arrangements as qualified educational in-
debtedness,

‘‘(ii) specifying reasonable repayment
terms for qualified educational indebtedness,
and

‘‘(iii) providing rules for the application of
this paragraph to loans incurred before Feb-
ruary 1, 1992.’’

(c) COORDINATION WITH QUALIFIED RESI-
DENCE INTEREST PROVISION.—

(1) LIMITATION.—Clause (ii) of section
163(h)(3)(C) is amended—

(i) by striking ‘‘(ii) LIMITATION.—The’’ and
inserting the following:

‘‘(ii) LIMITATIONS.—’’
‘‘(I) The’’,
(ii) by moving the text of such clause 2 ems

to the right, and
(iii) by adding at the end thereof the fol-

lowing new subclause:
‘‘(II) Except as provided in clause (iii), the

aggregate amount treated as home equity in-
debtedness for any period (after the applica-
tion of subclause (I)) shall be reduced by any
amount treated by the taxpayer as qualified
educational indebtedness under subsection
(h)(5).’’

(2) ELECTION.—Subparagraph (C) of section
163(h)(3) is amended by adding at the end
thereof the following new clause:

‘‘(iii) If the taxpayer elects not to treat
otherwise qualified educational indebtedness
as qualified educational indebtedness, the re-
duction required by subparagraph (C)(ii)(II)
shall not apply for that taxable year.’’

(d) EXCLUSION FROM DEFINITION OF INVEST-
MENT INTEREST.—Subparagraph (B) of section
163(d)(3) (defining investment interest) is
amended by striking ‘‘or’’ at the end of
clause (i), striking the period at the end of
clause (ii) and inserting ’’, or’’, and inserting
after clause (ii) the following new clause:

‘‘(iii) any qualified educational interest (as
defined in subsection (h)(5)).’’

(e) INFORMATION REPORTING.—
(1) REPORTING REQUIREMENT.—Subpart B of

part III of subchapter A of chapter 61 is
amended by adding at the end thereof the
following new section:
‘‘SEC. 6050O. RETURNS RELATING TO EDU-

CATIONAL INTEREST.
‘‘(a) EDUCATIONAL INTEREST OF $10 OR

MORE.—Any person who receives from any
individual interest aggregating $10 or more
for any calendar year on an educational loan
described in section 163(h)(5)(B) shall make
the return described in subsection (b) with
respect to each individual from whom such
interest was received at such time as the
Secretary may by regulations prescribe.

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

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

‘‘(2) contains—
‘‘(A) the name and address of the individ-

ual from whom the interest described in sub-
section (a) was received,

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

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

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

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

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

(2) CLERICAL AMENDMENT.—The table of
sections for such subpart B is amended by
adding at the end thereof the following:

Sec. 6050O. Returns regarding educational in-
terest.’’

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to interest
paid on or after July 1, 1992.
SEC. 212. FLEXIBLE INDIVIDUAL RETIREMENT

ACCOUNTS.
(a) IN GENERAL.—Subchapter B of chapter 1

(relating to computation of taxable income)
is amended by adding at the end thereof the
following new part:

‘‘PART XII—FLEXIBLE INDIVIDUAL
RETIREMENT ACCOUNTS

‘‘Sec. 292. Special rules for flexible individual
retirement accounts.

‘‘SEC. 292. SPECIAL RULES FOR FLEXIBLE INDI-
VIDUAL RETIREMENT ACCOUNTS.

‘‘(a) GENERAL RULE.—For purposes of this
title, in the case of a flexible individual re-
tirement account—

‘‘(1) the taxation of such account shall be
determined under subsection (d), and

‘‘(2) the taxation of any distributions from
such account shall be determined under sub-
section (e).

‘‘(b) FLEXIBLE INDIVIDUAL RETIREMENT AC-
COUNT DEFINED.—For purposes of this sec-
tion, the term ‘flexible individual retirement
account’ means a trust created or organized
in the United States for the exclusive benefit
of an individual and the individual’s bene-
ficiaries, but only if the written governing
instrument creating the trust meets the fol-
lowing requirements:

‘‘(1) No contribution will be accepted un-
less it is in cash, and contributions will not
be accepted for the taxable year on behalf of
any individual in excess of $2,500.

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

‘‘(3) No part of the trust assets will be in-
vested in insurance contracts or collectibles
(within the meaning of section 408(m)).

‘‘(4) The interest of the individual in the
balance in such individual’s account is non-
forfeitable.

‘‘(5) The assets of the trust will not be
commingled with other property except in a
common trust fund or common investment
fund.

‘‘(c) CONTRIBUTIONS TO FLEXIBLE INDIVID-
UAL RETIREMENT ACCOUNTS.—

‘‘(1) FORM OF CONTRIBUTION.—No amount
may be contributed to a flexible individual
retirement account unless such amount is
paid in cash by or on behalf of the individual
for whom such account is maintained.

‘‘(2) CONTRIBUTION LIMITS.—
‘‘(A) IN GENERAL.—Except as provided in

this subsection, the aggregate amount of
contributions for any taxable year to all
flexible individual retirement accounts
maintained for the benefit of an individual
shall not exceed the lesser of—

‘‘(i) $2,500, or
‘‘(ii) an amount equal to the compensation

includible in the individual’s gross income
for such taxable year.

‘‘(B) MARRIED INDIVIDUALS FILING JOINT RE-
TURNS.—For purposes of subparagraph
(A)(ii), in the case of married individuals fil-
ing a joint return under section 6013 for the
taxable year, the compensation of each of
such individuals for such taxable year shall
be treated as equal to one-half of the aggre-
gate compensation of both individuals.

‘‘(C) COMPENSATION.—For purposes of this
paragraph, the term ‘compensation’ has the
meaning given such term by section 219(f)(1).

‘‘(3) LIMITATION BASED ON ADJUSTED GROSS
INCOME.—

‘‘(A) IN GENERAL.—No contribution may be
made during a taxable year to a flexible indi-
vidual retirement account maintained for
the benefit of the taxpayer if the taxpayer’s
adjusted gross income exceeds the applicable
dollar amount.

‘‘(B) APPLICABLE DOLLAR AMOUNT.—For
purposes of this paragraph, the term ‘appli-
cable dollar amount’ means—

‘‘(i) in the case of a taxpayer filing a joint
return, $120,000,

‘‘(ii) in the case of a taxpayer who is a sur-
viving spouse (as defined in section 2(a)) or
who is a head of a household (as defined in
section 2(b)), $100,000, or

‘‘(iii) in the case of any other taxpayer,
$60,000.

‘‘(C) SPECIAL RULE FOR MARRIED INDIVID-
UALS FILING SEPARATE RETURNS.—In the case
of a married individual filing a separate re-
turn whose adjusted gross income does not
exceed the applicable dollar limit, such indi-
vidual’s adjusted gross income shall be treat-
ed as exceeding such limit if the aggregate
adjusted gross income of such individual and
the individual’s spouse exceeds $120,000.

‘‘(D) MARITAL STATUS.—Subparagraph (C)
shall not apply to any individual who is not
treated as married under the rules of section
219(g)(4).

‘‘(E) ADJUSTED GROSS INCOME.—For pur-
poses of this paragraph, the term ‘adjusted
gross income’ has the meaning given such
term by section 219(g)(3)(A).

‘‘(4) NO CONTRIBUTION IN CASE OF DEPEND-
ENTS.—No contribution may be made during
a taxable year to a flexible individual retire-
ment account maintained for the benefit of
an individual with respect to whom a deduc-
tion under section 151(c) is allowable to an-
other taxpayer for a taxable year beginning
in the calendar year in which the individ-
ual’s taxable year begins.

‘‘(5) TRANSFERS PERMITTED.—
‘‘(A) IN GENERAL.—In the case of a transfer

by a trustee of a flexible individual retire-
ment account maintained for the benefit of
an individual to a trustee of another flexible
individual retirement account maintained
for the benefit of such individual, such trans-
fer shall not be treated as a contribution for
purposes of this section.

‘‘(B) INFORMATION PROVIDED.—A trustee
making a transfer described in subparagraph
(A) shall provide to the other trustee such
information as the Secretary requires to
carry out the purposes of this section.

‘‘(d) TAX TREATMENT OF ACCOUNTS.—
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‘‘(1) IN GENERAL.—Except as provided in

paragraph (2), a flexible individual retire-
ment account is exempt from taxation under
this subtitle.

‘‘(2) UNRELATED BUSINESS INCOME.—A flexi-
ble individual retirement account shall be
subject to the tax imposed by section 511 (re-
lating to imposition of tax on unrelated busi-
ness income of charitable, etc. organiza-
tions).

‘‘(3) POOLING ARRANGEMENTS PERMITTED.—A
common trust fund or common investment
fund consisting of flexible individual retire-
ment accounts assets which is exempt from
taxation under this subtitle shall not be
treated as failing to be exempt from taxation
under this subtitle solely by reason of the
participation or inclusion in such fund of as-
sets of—

‘‘(A) a trust exempt from taxation under
section 501(a) which is part of a plan de-
scribed in section 401(a), or

‘‘(B) an individual retirement plan exempt
from taxation under section 408(e)(1).

‘‘(4) CESSATION OF TREATMENT AS AC-
COUNT.—

‘‘(A) IN GENERAL.—If during any taxable
year of an individual for whom a flexible in-
dividual retirement account is maintained
the requirements of subsection (b) are not
met with respect to such account, the ac-
count shall cease to be a flexible individual
retirement account as of the first day of
such taxable year.

‘‘(B) ACCOUNT TREATED AS DISTRIBUTING ALL

ITS ASSETS.—In any case in which any ac-
count ceases to be a flexible individual re-
tirement account by reason of subparagraph
(A) on the first day of any taxable year, sub-
section (e) shall apply as if there were a dis-
tribution immediately before the account
ceased to be a flexible individual retirement
account in an amount equal to the fair mar-
ket value (on such first day) of all assets in
the account (on such first day).

‘‘(e) TAX TREATMENT OF DISTRIBUTIONS.—
‘‘(1) IN GENERAL.—Except as provided in

this subsection, any amount paid or distrib-
uted out of a flexible individual retirement
account shall not be included in the gross in-
come of the distributee.

‘‘(2) EXCEPTION FOR EARNINGS ON CONTRIBU-
TIONS HELD LESS THAN 7 YEARS.—

‘‘(A) IN GENERAL.—Any amount distributed
out of a flexible individual retirement ac-
count which consists of earnings allocable to
contributions made to the account during
the 7-year period ending on the day before
such distribution shall be included in the
gross income of the distributee for the tax-
able year in which the distribution occurs.

‘‘(B) 10-PERCENT ADDITIONAL TAX ON EARN-
INGS ON CONTRIBUTIONS HELD LESS THAN 3
YEARS.—

‘‘(i) IN GENERAL.—If any amount described
in subparagraph (A) consists of earnings allo-
cable to contributions made during the 3-
year period ending on the day before the dis-
tribution, the tax imposed by this chapter on
the distributee for the taxable year in which
such distribution occurs shall be increased
by an amount equal to 10 percent of such
earnings.

‘‘(ii) EXCEPTION FOR DISTRIBUTIONS ON
DEATH.—Clause (i) shall not apply to dis-
tributions made to a beneficiary (or the es-
tate of the individual) on the death of the in-
dividual.

‘‘(C) ORDERING RULE.—
‘‘(i) FIRST-IN, FIRST-OUT RULE.—Distribu-

tions from a flexible individual retirement
account shall be treated as having been
made—

‘‘(I) first from the earliest contribution
(and earnings allocable thereto) remaining
in the account at the time of the distribu-
tion, and

‘‘(II) then from other contributions (and
earnings allocable thereto) in the order in
which made.

‘‘(ii) ALLOCATIONS BETWEEN CONTRIBUTIONS

AND EARNINGS.—Any portion of a distribution
allocated to a contribution (and earnings al-
locable thereto) shall be treated as allocated
first to the earnings and then to the con-
tribution.

‘‘(iii) ALLOCATION OF EARNINGS.—Earnings
shall be allocated to a contribution in such
manner as the Secretary may by regulations
prescribe.

‘‘(iv) CONTRIBUTIONS IN THE SAME YEAR.—
Under regulations, all contributions made
during the same taxable year may be treated
as 1 contribution for purposes of this sub-
paragraph.

‘‘(3) OTHER AMOUNTS TREATED AS DISTRIBU-
TIONS.—For purposes of this subsection—

‘‘(A) IN GENERAL.—In the case of any dis-
tributable event—

‘‘(i) there shall be treated as distributed
during the taxable year in which the event
occurs to the individual for whom the flexi-
ble individual retirement account is main-
tained an amount equal to the distributable
amount, and

‘‘(ii) any earnings after the date of the dis-
tributable event which (as determined under
regulations) are allocable to the distribut-
able amount shall be treated as distributed
to such individual in the taxable year in
which earned.

‘‘(B) TAX TREATMENT OF AMOUNTS.—
‘‘(i) IN GENERAL.—Except as provided in

this subparagraph, paragraph (2) shall apply
to any amount treated as distributed under
subparagraph (A).

‘‘(ii) SUBSEQUENT EARNINGS.—Notwith-
standing paragraph (2), any earnings treated
as distributed under subparagraph (A)(ii)—

‘‘(I) shall be included in gross income in
the taxable year in which treated as distrib-
uted, and

‘‘(II) shall be subject to the additional tax
under paragraph (2)(B) for such taxable year,
except that paragraph (2)(B) shall be applied
by substituting ‘20 percent’ for ‘10 percent’.

‘‘(iii) EXCEPTION FOR EXCESS CONTRIBU-
TIONS.—In the case of a distributable event
described in subparagraph (C)(ii) (relating to
excess contributions) which occurs by reason
of a contribution not permitted under sub-
section (c)(4), any amount required to be in-
cluded in gross income (or any additional tax
imposed) by reason of this paragraph shall be
included in the gross income of (or imposed
on) the taxpayer entitled to the deduction
under section 151(c) for the individual for
whom the account is maintained.

‘‘(iv) ACTUAL DISTRIBUTIONS.—If any por-
tion of any distributable amount and any
earnings allocable to such amount are actu-
ally distributed from the account during any
taxable year, this paragraph shall cease to
apply to any earnings attributable to such
portion for periods following such distribu-
tion.

‘‘(C) DISTRIBUTABLE EVENT.—For purposes
of this paragraph, the following are distrib-
utable events:

‘‘(i) The use of a flexible individual retire-
ment account (or any portion thereof) as se-
curity for a loan.

‘‘(ii) Except as provided in paragraph (4), a
contribution to a flexible individual retire-
ment account in excess of the amount al-
lowed under subsection (c).

‘‘(iii) Any other event to the extent, and
subject to such terms and conditions, as the
Secretary may prescribe by regulations in
order to accomplish the purposes of, or to
prevent abuse of, this section.

‘‘(D) DISTRIBUTABLE AMOUNT.—For pur-
poses of this paragraph, the term ‘distribut-
able amount’ means the following:

‘‘(i) In the case of a distributable event de-
scribed in subparagraph (C)(i), the amount in
the account used as security for a loan.

‘‘(ii) In the case of a distributable event de-
scribed in subparagraph (C)(ii), the amount
of the excess contribution.

‘‘(iii) In any other case, the amount deter-
mined under regulations.

‘‘(4) EXCESS CONTRIBUTIONS RETURNED BE-
FORE DUE DATE OF RETURN.—

‘‘(A) IN GENERAL.—Paragraph (2) shall not
apply to the distribution of any contribution
paid during a taxable year to a flexible indi-
vidual retirement account to the extent that
such contribution exceeds the amount allow-
able under subsection (c) by reason of para-
graph (3) or (4) thereof if—

‘‘(i) at the time of making such contribu-
tion, the taxpayer in good faith believed
that—

‘‘(I) in any case to which subsection (c)(3)
applies, the taxpayer’s adjusted gross income
would not exceed the applicable dollar limit
under subsection (c)(3), or

‘‘(II) in any case to which subsection (c)(4)
applies, the individual for whom the account
is maintained would not be the dependent of
any individual for purposes of section 151(c),

‘‘(ii) such distribution is received on or be-
fore the last day of the taxable year follow-
ing such taxable year, and

‘‘(iii) such distribution is accompanied by
the amount of earnings actually attributable
to such excess contribution.

‘‘(B) LIMITATION ON AMOUNT.—Subpara-
graph (A) shall apply only to that portion of
the amount of the distributions which does
not exceed the limitation under subsection
(c)(2) (and earnings actually attributable to
such portion).

‘‘(C) EARNINGS.—Any earnings described in
subparagraph (A)(iii) shall be included in the
gross income of the individual for whom the
account is established (or in the case de-
scribed in subclause (II) of subparagraph
(A)(i), the taxpayer entitled to the deduction
under section 151(c)) for the taxable year in
which it is received.

‘‘(5) TRANSFERS.—
‘‘(A) IN GENERAL.—Paragraph (2) shall not

apply to any distribution which is a transfer
to which subsection (c)(5) applies.

‘‘(B) CONTRIBUTION PERIOD FOR AMOUNTS
TRANSFERRED.—For purposes of paragraph
(2), the flexible individual retirement ac-
count to which any amounts are transferred
in a transfer to which subsection (c)(5) ap-
plies shall be treated as having held such
amounts during any period such amounts
were held (or treated as held under this sub-
paragraph) by the account from which trans-
ferred.

‘‘(6) TRANSFER OF ACCOUNT INCIDENT TO DI-
VORCE.—Rules similar to the rules of section
408(d)(6) shall apply to a flexible individual
retirement account.

‘‘(f) OTHER RULES.—
‘‘(1) DISALLOWANCE OF LOSSES.—No loss

shall be allowed in connection with a con-
tribution to, or distribution from, a flexible
individual retirement account.

‘‘(2) DISTRIBUTION INCLUDES PAYMENT.—For
purposes of this section, the term ‘distribu-
tion’ includes any payment, and the term
‘distributee’ includes any payee.

‘‘(3) COMMUNITY PROPERTY LAWS.—This sec-
tion shall be applied without regard to any
community property laws.

‘‘(4) CUSTODIAL ACCOUNTS.—For purposes of
this section, a custodial account shall be
treated as a trust if—

‘‘(A) The assets of such account are held by
a bank (as defined in section 408(n)) or such
other person who demonstrates, to the satis-
faction of the Secretary, that the manner in
which such other person will administer the
account will be consistent with the require-
ments of this section, and
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‘‘(B) the custodial account would, except

for the fact that it is not a trust, constitute
a flexible individual retirement account de-
scribed in subsection (b).
For purposes of this title, in the case of a
custodial account treated as a trust by rea-
son of the preceding sentence, the custodian
of such account shall be treated as the trust-
ee thereof.

‘‘(g) REPORTS.—The trustee of a flexible in-
dividual retirement account shall make such
reports regarding such account to the Sec-
retary and to the individual for whose bene-
fit the account is maintained with respect to
contributions (and the years to which such
contributions relate), distributions and such
other matters as the Secretary may require
under regulations. Such reports shall be filed
with the Secretary and furnish to such indi-
viduals at such time and in such manner as
the Secretary may prescribe.

‘‘(h) CERTAIN TRANSFERS FROM INDIVIDUAL
RETIREMENT PLANS.—

‘‘(1) QUALIFIED TRANSFERS NOT TREATED AS
CONTRIBUTIONS.—A qualified transfer from an
individual retirement plan to a flexible indi-
vidual retirement account shall not be treat-
ed as a contribution for purposes of this sec-
tion.

‘‘(2) TAX TREATMENT OF AMOUNTS TRANS-
FERRED.—

‘‘(A) IN GENERAL.—Notwithstanding any
other provision of law, in the case of a quali-
fied transfer—

‘‘(i) there shall be included in gross income
any amount which, but for the qualified
transfer, would be includible in gross in-
come, but

‘‘(ii) section 72(t) shall not apply to such
amount.

‘‘(B) TIME FOR INCLUSION.—Any amount in-
cludible in gross income under subparagraph
(A) with respect to the amount transferred
shall be includible ratably over the 4-taxable
year period beginning in the taxable year in
which the amount was paid or distributed
out of the individual retirement plan.

‘‘(3) QUALIFIED TRANSFER.—For purposes of
this section, the term ‘qualified transfer’
means a transfer to a flexible individual re-
tirement account that—

‘‘(A) is made from an individual retirement
plan out of amounts that are not attrib-
utable to contributions that were excludable
from income under section 402(a)(5), 402(a)(7),
403(a)(4), or 403(b)(8),

‘‘(B) is made to a flexible individual retire-
ment account contributions to which are not
prohibited under paragraph (3) or (4) of sub-
section (c),

‘‘(C) meets the requirements of section
408(d)(3), and

‘‘(D) is made between February 1, 1992 and
December 31, 1992.

‘‘(i) CROSS REFERENCE.—
‘‘For taxes on prohibited transactions in-

volving a flexible individual retirement ac-
count, see section 4975.’’

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

(1) by inserting ‘‘, or a flexible individual
retirement account described in section
292(b)’’ after ‘‘described in section 408(b)’’ in
subsection (e)(1), and

(2) by adding at the end of subsection (h)
the following new sentence: ‘‘This subsection
shall not apply to any tax imposed with re-
spect to a flexible individual retirement ac-
count (as defined in section 292(b)).’’

(c) FAILURE TO PROVIDE REPORTS ON FLEXI-
BLE INDIVIDUAL RETIREMENT ACCOUNTS.—Sec-
tion 6693 (relating to a failure to provide re-
ports on individual retirement accounts or
annuities) is amended—

(1) by inserting ‘‘OR ON FLEXIBLE INDI-
VIDUAL RETIREMENT ACCOUNTS’’ after
‘‘ANNUITIES’’ in the heading of such section,
and

(2) by adding at the end of subsection (a)
the following new sentence: ‘‘The person re-
quired by section 292(g) to file a report re-
garding a flexible individual retirement ac-
count at the time and in the manner re-
quired by such section shall pay a penalty of
$50 for each failure unless it is shown that
such failure is due to reasonable cause.’’

(d) COMMON FUNDS.—Section 408(e)(6) is
amended to read as follows:

‘‘(6) COMMINGLING INDIVIDUAL RETIREMENT
ACCOUNT AMOUNTS IN CERTAIN COMMON TRUST
FUNDS AND COMMON INVESTMENT FUNDS.—Any
common trust fund or common investment
fund consisting of individual retirement ac-
count assets which is exempt from taxation
under this subtitle does not cease to be ex-
empt on account of the participation or in-
clusion of assets of—

‘‘(A) a trust exempt from taxation under
section 501(a) which is part of a plan de-
scribed in section 401(a), or

‘‘(B) a flexible individual retirement ac-
count exempt from taxation under section
292.’’

(e) CLERICAL AMENDMENTS.—
(1) The table of parts for subchapter B of

chapter 1 is amended by adding at the end
thereof the following new item:

‘‘Part XII. Flexible individual retirement ac-
counts.’’

(2) The table of sections for subchapter B
of chapter 68 is amended by inserting ‘‘or on
flexible individual retirement accounts’’
after ‘‘annuities’’ in the item relating to sec-
tion 6693.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1991.
SEC. 213. PENALTY-FREE WITHDRAWALS FOR

CERTAIN EDUCATIONAL AND MEDI-
CAL EXPENSES.

(a) IN GENERAL.—Paragraph (2) of section
72(t) (relating to exceptions to 10-percent ad-
ditional tax on early distributions from
qualified retirement plans) is amended by
adding at the end thereof the following new
subparagraph:

‘‘(D) DISTRIBUTIONS FROM CERTAIN PLANS
FOR EDUCATIONAL EXPENSES.—Distributions
to an individual from an individual retire-
ment plan to the extent such distributions
do not exceed the qualified higher education
expenses (as defined in paragraph (6)) of the
taxpayer for the taxable year.’’

(b) FINANCIALLY DEVASTATING MEDICAL EX-
PENSES.—

(1) IN GENERAL.—Section 72(t)(3)(A) is
amended by striking ‘‘(B),’’.

(2) APPLICATION OF MEDICAL RULES TO CER-
TAIN RELATIVES.—Section 72(t)(2)(B) is
amended by adding at the end thereof the
following new sentence: ‘‘For purposes of
this subparagraph, a child, grandchild, or
lineal ascendant of the taxpayer shall be
treated as a dependent of the taxpayer in ap-
plying section 213.’’

(c) DEFINITIONS.—Section 72(t) is amended
by adding at the end thereof the following
new paragraph:

‘‘(6) QUALIFIED HIGHER EDUCATION EX-
PENSES.—For purposes of paragraph (2)(D)—

‘‘(A) IN GENERAL.—The term ‘qualified
higher education expenses’ means tuition,
fees, books, supplies, and equipment required
for the enrollment or attendance of—

‘‘(i) the taxpayer,
‘‘(ii) the taxpayer’s spouse, or
‘‘(iii) the taxpayer’s child (as defined in

section 151(c)(3)),
at an eligible educational institution (as de-
fined in section 163(h)(5)(E)).

‘‘(B) COORDINATION WITH SAVINGS BOND PRO-
VISIONS.—The amount of qualified higher
education expenses for any taxable year
shall be reduced by any amount excludable
from gross income under section 135.’’

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to payments
and distributions on or after February 1,
1992.

Subtitle B—Other Provisions
SEC. 221. CASUALTY LOSS ON SALE OF HOME;

BASIS ADJUSTMENT.
(a) CASUALTY LOSS.—Paragraph (3) of sec-

tion 165(c) is amended by striking the period
and inserting ‘‘, or from the sale of a prin-
cipal residence (within the meaning of sec-
tion 1034).’’

(b) $100 LIMITATION TO APPLY.—Paragraph
(1) of section 165(h) is amended by inserting
‘‘, or from each sale of a principal resi-
dence,’’ after ‘‘theft,’’.

(c) BASIS ADJUSTMENT.—Section 1016 is
amended by redesignating subsection (e) as
subsection (f) and by inserting after sub-
section (d) the following new subsection:

‘‘(e) INCREASE IN BASIS OF NEW PRINCIPAL
RESIDENCE.—

‘‘(1) IN GENERAL.—If—
‘‘(A) the taxpayer sells property used by

the taxpayer as his principal residence (with-
in the meaning of section 1034) (‘the old prin-
cipal residence’) and realizes a loss on the
sale, and

‘‘(B) the taxpayer purchases a new prin-
cipal residence (within the meaning of sec-
tion 1034) within the time period described in
section 1034(a) (and taking into account any
suspension of such period under section
1034(h) or (k)),
the basis of the new principal residence shall
be increased by the amount of the loss real-
ized on the sale of the old principal resi-
dence, less the amount treated under regula-
tions prescribed by the Secretary as a cas-
ualty loss arising from the sale of the old
principal residence.

‘‘(2) REGULATIONS.—The Secretary shall
prescribe regulations for determining the
amount that shall be treated as a casualty
loss arising from the sale of the old principal
residence.’’

(d) CROSS REFERENCES.—
(1) Subsection (m) of section 165 is amend-

ed by adding at the end thereof the following
new paragraph:

‘‘(6) For adjustments to basis of a new
principal residence where a loss is claimed
under this section on sale of a principal resi-
dence, see section 1016(e) and section 1034.’’

(2) Subsection (l) of section 1034 is amended
by adding at the end thereof the following
new sentence: ‘‘For adjustments to basis of
the new principal residence on sale of the old
principal residence at a loss, see section
1016(e).’’

(3) The heading of paragraph (1) of section
1034 is amended by striking ‘‘REFERENCE’’
and inserting ‘‘REFERENCES’’.

(e) EFFECTIVE DATE.—
(1) CASUALTY LOSS.—The amendments

made by subsections (a) and (b) apply to
sales of principal residences on or after Feb-
ruary 1, 1992.

(2) BASIS ADJUSTMENT.—The amendments
made by subsections (c) and (d) apply to
sales of principal residences on or after Jan-
uary 1, 1991.
SEC. 222. FAMILY TAX ALLOWANCE.

(a) GENERAL RULE.—Paragraph (1) of sec-
tion 151(d) (defining exemption amount) is
amended to read as follows:

‘‘(1) IN GENERAL.—Except as otherwise pro-
vided in this subsection, the term ‘exemption
amount’ means—

‘‘(A) $2,000, or
‘‘(B) in the case of an exemption under sub-

section (c) for a child who has not attained
age 19 before the close of the calendar year
in which the taxable year begins—

‘‘(i) $2,425 for taxable years beginning in
1992, and

‘‘(ii) $2,800 for taxable years beginning in
1993 and subsequent years.’’
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(b) CONFORMING AMENDMENTS.—
(1) Subparagraph (A) of section 151(d)(3) of

such Code is amended by striking ‘‘the ex-
emption amount’’ and inserting ‘‘each dollar
amount in effect under paragraph (1) (after
any adjustment under paragraph (4))’’.

(2) Subparagraph (A) of section 151(d)(4) of
such Code is amended—

(A) by striking ‘‘the dollar amount con-
tained in’’ and inserting ‘‘the dollar amounts
contained in subparagraph (A) and subpara-
graph (B)(ii) of’’, and

(B) by adding at the end thereof the follow-
ing new sentence: ‘‘In the case of the $2,800
amount contained in subparagraph (B)(ii),
the preceding sentence shall be applied by
substituting ‘1992’ for ‘1989’ the first place it
appears, and by substituting ‘1991’ for ‘1988’.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall be effective Octo-
ber 1, 1992.
SEC. 223. EXTEND HEALTH INSURANCE DEDUC-

TION FOR SELF-EMPLOYED.
(a) EXTENSION.—Paragraph (6) of section

162(l) (relating to special rules for health in-
surance costs of self-employed individuals) is
amended by striking ‘‘June 30, 1992’’ and in-
serting ‘‘December 31, 1993’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to taxable
years beginning after December 31, 1991.
SEC. 224. ADOPTION EXPENSES.

(a) IN GENERAL.—Part VII of subchapter B
of chapter 1 is amended by redesignating sec-
tion 220 as section 221 and by inserting after
section 219 the following new section:
‘‘SEC. 220. SPECIAL NEEDS ADOPTION EXPENSES

DEDUCTION.
‘‘(a) ALLOWANCE OF DEDUCTION.—In the

case of an individual, there shall be allowed
as a deduction for the taxable year the
amount of the qualified adoption expenses
paid or incurred by the individual for such
taxable year.

‘‘(b) LIMITATIONS.—
‘‘(1) MAXIMUM DOLLAR AMOUNT.—The aggre-

gate amount of adoption expenses which may
be taken into account under subsection (a)
with respect to the adoption of a child shall
not exceed $3,000.

‘‘(2) DENIAL OF DOUBLE BENEFIT.—
‘‘(A) IN GENERAL.—No deduction shall be

allowable under subsection (a) for any ex-
pense for which a deduction or credit is al-
lowable under any other provision of this
chapter.

‘‘(B) REIMBURSEMENTS.—No deduction shall
be allowable under subsection (a) for any
qualified adoption expenses for which a tax-
payer is reimbursed. If a taxpayer is reim-
bursed for qualified adoption expenses for
which a deduction was allowed under sub-
section (a) in a prior taxable year, the
amount of such reimbursement shall be in-
cludible in the gross income of the taxpayer
in the taxable year in which such reimburse-
ment is received.

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

‘‘(1) QUALIFIED ADOPTION EXPENSES.—The
term ‘qualified adoption expenses’ means
reasonable and necessary adoption fees,
court costs, attorneys fees, and other ex-
penses which—

‘‘(A) are directly related to the legal adop-
tion of a child with special needs by the tax-
payer,

‘‘(B) are not incurred in violation of State
or Federal law, and

‘‘(C) are of a type eligible for reimburse-
ment under the adoption assistance program
under part E of title IV of the Social Secu-
rity Act.

‘‘(2) CHILD WITH SPECIAL NEEDS.—The term
‘child with special needs’ means any child
determined by the State to be a child de-
scribed in paragraphs (1) and (2) of section
473(c) of the Social Security Act.’’

(b) DEDUCTION ALLOWED WHETHER OR NOT
TAXPAYER ITEMIZES DEDUCTIONS.—Sub-
section (a) of section 62 is amended by insert-
ing after paragraph (13) the following new
paragraph:

‘‘(14) ADOPTION EXPENSES.—The deduction
allowed by section 220 (relating to deduction
for expenses of adopting a child with special
needs).’’

(c) CLERICAL AMENDMENT.—The table of
sections for part VII of subchapter B of chap-
ter 1 is amended by striking the item relat-
ing to section 220 and by inserting the fol-
lowing new items:

‘‘Sec. 220. Special needs adoption expenses
deduction.

‘‘Sec. 221. Cross reference.’’
(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to adoptions
on or after February 1, 1992.
SEC. 225. PUBLIC TRANSIT FRINGE BENEFIT EX-

CLUSION.
(a) Paragraph (4) of section 132(h) (provid-

ing special rules for determining the fringe
benefits excluded from income under section
132) is amended to read as follows:

‘‘(4) CERTAIN EMPLOYER-PROVIDED TRANS-
PORTATION EXPENSES.—The term ‘working
condition fringe’ includes—

‘‘(A) parking provided to an employee on
or near the business premises of the em-
ployer, and

‘‘(B) passes, tokens, fare cards, tickets or
similar instruments for commuting by pub-
lic transit provided to an employee at a dis-
count by the employer, or reimbursements
by the employer to cover all or part of the
costs of such instruments, to the extent that
the total amount of such discounts or reim-
bursements does not exceed $60 per month.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall be effective for
discounts and reimbursements provided on
or after February 1, 1992.

TITLE III—LONG TERM GROWTH
SEC. 301. SHORT TITLE, ETC.

(a) SHORT TITLE.—This title may be cited
as the ‘‘Long Term Growth Act of 1992’’.

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

(c) SECTION 15 SHALL NOT APPLY.—Except
as otherwise expressly provided, no amend-
ment made by this title shall be treated as a
change in rate of tax for purposes of section
15 of the Internal Revenue Code of 1986.

(d) TABLE OF CONTENTS.—
TABLE OF CONTENTS

TITLE III—LONG TERM GROWTH
Sec. 301. Short title, etc.
Subtitle A—Extension of Expiring Provisions
Sec. 311. Credit for research and experimen-

tation.
Sec. 312. Allocation of research and experi-

mental expenditures.
Sec. 313. Extension of low-income housing

credit.
Sec. 314. Extension of targeted jobs tax cred-

it.
Sec. 315. Extension of solar and geothermal

investment credit.
Sec. 316. Qualified small issue bonds.
Sec. 317. Qualified mortgage bonds.
Sec. 318. Expenses for drugs for rare condi-

tions.
Subtitle B—Provisions Relating to

Enterprise Zones
PART I—GENERAL PROVISIONS

Sec. 321. Short title.

Sec. 322. Purpose.
Sec. 323. Effective date.
PART II—DESIGNATION OF ENTERPRISE ZONES

Sec. 324. Designation of zones.
Sec. 325. Reporting requirements.
Sec. 326. Interaction with other federal pro-

grams.
PART III—FEDERAL INCOME TAX INCENTIVES

Sec. 327. Definitions and regulations; em-
ployee credit; capital gain ex-
clusion; stock expensing.

Sec. 328. Alternative minimum tax.
Sec. 329. Adjusted gross income defined.
PART IV—ESTABLISHMENT OF FOREIGN-TRADE

ZONES IN ENTERPRISE ZONES

Sec. 330. Foreign-trade zone preferences.

Subtitle C—Excise Tax Provisions

Sec. 341. Repeal of luxury excise tax on
boats and aircraft.

Sec. 342. Repeal of exemption for the use of
diesel fuel in pleasure boats.

Sec. 343. Additional services subject to com-
munications excise tax.

Sec. 344. Repeal of exemption for certain
coin-operated telephone serv-
ice.

Subtitle D—Provisions Related to Retire-
ment Savings and Pension Distributions

Sec. 351. Taxability of beneficiary of quali-
fied plan.

Sec. 352. Simplified method for taxing annu-
ity distributions under certain
employer plans.

Sec. 353. Requirement that qualified plans
include optional trustee-to-
trustee transfers of eligible
rollover distributions.

Sec. 354. Salary reduction arrangements of
simplified employee pensions.

Sec. 355. Tax exempt organizations eligible
under section 401(k).

Sec. 356. Duties of sponsors of certain proto-
type plans.

Sec. 357. Simplification of nondiscrimina-
tion tests applicable under sec-
tions 401(k) and 401(m).

Sec. 358. Definition of highly compensated
employee.

Sec. 359. Elimination of special vesting rule
for multiemployer plans.

Subtitle E—Other Provisions

PART I—PROVISIONS RELATING TO CHARITABLE
CONTRIBUTIONS

Sec. 361. The alternative minimum tax.
Sec. 362. Allocation and apportionment.
Sec. 363. Information reporting of large do-

nations.

PART II—OTHER PROVISIONS

Sec. 371. Extend Medicare hospital insur-
ance (HI) coverage to all state
and local employees.

Sec. 372. Conform tax accounting to finan-
cial accounting for securities
dealers.

Sec. 373. Disallowance of interest deductions
on corporate owned life insur-
ance.

Sec. 374. Clarification of treatment of cer-
tain FSLIC assistance.

Sec. 375. Equalizing tax treatment of large
credit unions and thrifts.

Sec. 376. Treatment of annuities without life
contingencies.

Sec. 377. Expansion of 45-day interest-free
period.

Sec. 378. Use of taxpayer information by De-
partment of Veterans Affairs.

Subtitle A—Extension of Expiring Provisions
SEC. 311. CREDIT FOR RESEARCH AND EXPERI-

MENTATION.
(a) PERMANENT CREDIT.—Section 41 (relat-

ing to the credit for increasing research ac-
tivities) is amended by striking subsection
(h).
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(b) CONFORMING AMENDMENT.—Paragraph

(1) of section 28(b) is amended by striking
subparagraph (D).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred after June 30, 1992.
SEC. 312. ALLOCATION OF RESEARCH AND EX-

PERIMENTAL EXPENDITURES.
(a) EXTENSION.—Paragraph (5) of section

864(f) (relating to allocation of research and
experimental expenditures) is amended to
read as follows:

‘‘(5) YEARS TO WHICH RULE APPLIES.—This
subsection shall apply to the taxpayer’s first
4 taxable years beginning after August 1,
1989, and on or before August 1, 1993.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after August 1, 1991.
SEC. 313. EXTENSION OF LOW-INCOME HOUSING

CREDIT.
(a) EXTENSION.—
(1) Paragraph (1) of section 42(o) is amend-

ed—
(A) by striking ‘‘to any amount allocated

after June 30, 1992’’ and inserting ‘‘for any
calendar year after 1993’’, and

(B) by striking ‘‘June 30, 1992’’ in subpara-
graph (B) and inserting ‘‘1993’’.

(2) Paragraph (2) of section 42(o) is amend-
ed—

(A) by striking ‘‘July 1, 1992’’ each place it
appears and inserting ‘‘1994’’,

(B) by striking ‘‘June 30, 1992’’ in subpara-
graph (B) and inserting ‘‘December 31, 1993’’,

(C) by striking ‘‘June 30, 1994’’ in subpara-
graph (B) and inserting ‘‘December 31, 1995’’,
and

(D) by striking ‘‘July 1, 1994’’ in subpara-
graph (C) and inserting ‘‘January 1, 1996’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to calendar
years after 1991.
SEC. 314. EXTENSION OF TARGETED JOBS TAX

CREDIT.
(a) EXTENSION.—Section 51(c)(4) is amended

by striking ‘‘June 30, 1992’’ and inserting
‘‘December 31, 1993’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to individ-
uals who begin work after June 30, 1992.
SEC. 315. EXTENSION OF SOLAR AND GEO-

THERMAL INVESTMENT CREDIT.
(a) EXTENSION.—Section 48(a)(2)(B) is

amended by striking ‘‘June 30, 1992’’ and in-
serting ‘‘December 31, 1993’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to periods
after June 30, 1992.
SEC. 316. QUALIFIED SMALL ISSUE BONDS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 144(a)(12) (relating to manufacturing fa-
cilities and farm property) is amended to
read as follows:

‘‘(B) BONDS ISSUED TO FINANCE FARM PROP-
ERTY.—In the case of any bond issued as part
of an issue, 95 percent or more of the net pro-
ceeds of which are to be used to provide any
land or property in accordance with section
147(c)(2), subparagraph (A) shall be applied
by substituting ‘December 31, 1993’ for ‘De-
cember 31, 1986’.’’

(b) CONFORMING AMENDMENT.—Section
144(a)(12) (defining manufacturing facility) is
amended by striking subparagraph (c).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds
issued after June 30, 1992.
SEC. 317. QUALIFIED MORTGAGE BONDS.

(a) IN GENERAL.—Subparagraph (B) of sec-
tion 143(a)(1) (defining qualified mortgage
bond) is amended by striking ‘‘June 30, 1992’’
and inserting ‘‘December 31, 1993’’.

(b) MORTGAGE CREDIT CERTIFICATES.—Sub-
section (h) of section 25 (relating to interest
on certain home mortgages) is amended by
striking ‘‘June 30, 1992’’ and inserting ‘‘De-
cember 31, 1993’’.

(c) EFFECTIVE DATES.—
(1) The amendment made by subsection

(a) shall apply to bonds issued after June 30,
1992.

(2) The amendment made by subsection
(b) shall apply to elections for periods after
June 30, 1992.
SEC. 318. EXPENSES FOR DRUGS FOR RARE CON-

DITIONS.
(a) IN GENERAL.—Section 28 (relating to

clinical testing expenses for certain drugs
for rare diseases or conditions) is amended
by striking subsection (e).

(b) EFFECTIVE DATE.—The amendment
made by this section shall be effective on the
date of enactment of this Act.

Subtitle B—Provisions Relating to Enterprise
Zones

PART I—GENERAL PROVISIONS

SEC. 321. SHORT TITLE.
This subtitle may be cited as the ‘‘Enter-

prise Zone—Jobs Creation Act of 1992’’.
SEC. 322. PURPOSE.

It is the purpose of this subtitle to provide
for the establishment of enterprise zones in
order to stimulate entrepreneurship, particu-
larly by zone residents, the creation of new
jobs, particularly for disadvantaged workers
and long-term unemployed individuals, and
to promote revitalization of economically
distressed areas primarily by providing or
encouraging—

(1) tax relief at the Federal, State, and
local levels,

(2) regulatory relief at the Federal, State,
and local levels, and

(3) improved local services and an increase
in the economic stake of enterprise zone
residents in their own community and its de-
velopment, particularly through the in-
creased involvement of private, local, and
neighborhood organizations.
SEC. 323. EFFECTIVE DATE.

The amendments made by this subtitle
shall take effect on January 1, 1992.

PART II—DESIGNATION OF ENTERPRISE
ZONES

SEC. 324. DESIGNATION OF ZONES.
(a) GENERAL RULE.—Chapter 80 of subtitle

F (relating to general rules) is amended by
adding at the end thereof the following new
subchapter:

‘‘SUBCHAPTER D.—Designation of Enterprise
Zones

‘‘Sec. 7880. Designation
‘‘SEC. 7880. DESIGNATION.

‘‘(a) DESIGNATION OF ZONES.—
‘‘(1) DEFINITION.—For purposes of this title,

the term ‘enterprise zone’ means any area—
‘‘(A) which is nominated by one or more

local governments and the State or States in
which it is located for designation as an en-
terprise zone (hereinafter in this section re-
ferred to as a ‘nominated area’), and

‘‘(B) which the Secretary of Housing and
Urban Development, after consultation
with—

‘‘(i) the Secretaries of Agriculture, Com-
merce, Labor, and the Treasury; the Director
of the Office of Management and Budget; and
the Administrator of the Small Business Ad-
ministration, and

‘‘(ii) in the case of an area on an Indian
reservation, the Secretary of the Interior,
designates as an enterprise zone.

‘‘(2) AUTHORITY TO DESIGNATE.—The Sec-
retary of Housing and Urban Development is
authorized to designate enterprise zones in
accordance with the provisions of this sec-
tion.

‘‘(3) LIMITATIONS ON DESIGNATIONS.—
‘‘(A) PUBLICATION OF REGULATIONS.—Before

designating any area as an enterprise zone
and not later than 4 months following the

date of the enactment of this section, the
Secretary of Housing and Urban Develop-
ment shall prescribe by regulation, after
consultation with the officials described in
paragraph (1)(B)—

‘‘(i) the procedures for nominating an area,
and

‘‘(ii) the procedures for designation as an
enterprise zone, including a method for com-
paring courses of action under subsection (d)
proposed for nominated areas, and the other
factors specified in subsection (e).

‘‘(B) TIME LIMITATIONS.—The Secretary of
Housing and Urban Development shall des-
ignate nominated areas as enterprise zones
only during the 48-month period beginning
on the later of—

‘‘(i) the first day of the first month follow-
ing the month in which the effective date of
the regulations described in subparagraph
(A) occurs, or

‘‘(ii) January 1, 1992.
‘‘(C) NUMBER OF DESIGNATIONS.—
‘‘(i) IN GENERAL.—The Secretary of Housing

and Urban Development may designate—
‘‘(I) not more than 50 nominated areas as

enterprise zones under this section, and
‘‘(II) not more than 15 nominated areas as

enterprise zones during the 12-month period
beginning on the date determined under sub-
paragraph (B), not more than 30 by the end of
the 24-month period beginning on that date,
not more than 45 by the end of the 36-month
period beginning on that date, and not more
than 50 by the end of the 48-month period be-
ginning on that date.

‘‘(ii) MINIMUM DESIGNATION IN RURAL
AREAS.—Of the areas designated as enter-
prise zones, at least one-third must be areas
that are—

‘‘(I) within a local government jurisdiction
or jurisdictions with a population of less
than 50,000 (as determined using the most re-
cent census data available),

‘‘(II) outside of a metropolitan statistical
area (within the meaning of section
143(k)(2)(B), or

‘‘(III) determined by the Secretary of Hous-
ing and Urban Development, after consulta-
tion with the Secretary of Commerce, to be
rural areas.

‘‘(D) PROCEDURAL RULES.—The Secretary of
Housing and Urban Development shall not
make any designations under this section
unless—

‘‘(i) the State and local governments in
which the nominated area is located have
the authority to—

‘‘(I) nominate such area for designation as
an enterprise zone,

‘‘(II) make the State and local commit-
ments under subsection (d), and

‘‘(III) provide assurances satisfactory to
the Secretary of Housing and Urban Develop-
ment that such commitments will be ful-
filled, and

‘‘(ii) a nomination therefor is submitted by
such State and local governments in such a
manner in such form, and containing such
information, as the Secretary of Housing and
Urban Development shall prescribe by regu-
lation.

‘‘(4) NOMINATION PROCESS FOR INDIAN RES-
ERVATIONS.—In the case of a nominated area
on an Indian reservation, the reservation
governing body (as determined by the Sec-
retary of the Interior) shall be deemed to be
both the State and local governments with
respect to such area.

‘‘(b) TIME PERIOD FOR WHICH DESIGNATION
IS IN EFFECT.—

‘‘(1) IN GENERAL.—Any designation of an
area as an enterprise zone shall remain in ef-
fect during the period beginning on the date
of the designation and ending on the earliest
of—

‘‘(A) December 31 of the 24th calendar year
following the calendar year in which such
date occurs,
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‘‘(B) the termination date specified by the

State and local governments as provided in
the nomination submitted in accordance
with subsection (a)(3)(D)(ii),

‘‘(C) such other date as the Secretary of
Housing and Urban Development shall speci-
fy as a condition of designation, or

‘‘(D) the date upon which the Secretary of
Housing and Urban Development revokes
such designation.

‘‘(2) REVOCATION OF DESIGNATION.—The Sec-
retary of Housing and Urban Development,
after consultation with the officials de-
scribed in subsection (a)(1)(B), may revoke
the designation of an area if the Secretary of
Housing and Urban Development determines
that a State or local government in which
the area is located is not complying substan-
tially with the agreed course of action for
the area.

‘‘(c) AREA AND ELIGIBILITY REQUIRE-
MENTS.—

‘‘(1) IN GENERAL.—The Secretary of Hous-
ing and Urban Development may designate a
nominated area as an enterprise zone only if
it meets the requirements of paragraphs (2)
and (3).

‘‘(2) AREA REQUIREMENTS.—A nominated
area meets the requirements of this para-
graph if—

‘‘(A) the area is within the jurisdiction of
the local government,

‘‘(B) the boundary of the area is continu-
ous, and

‘‘(C) the area—
‘‘(i) has a population, as determined by the

most recent census data available, of not less
than—

‘‘(I) 4,000 if any portion of such area (other
than a rural area described in subsection
(a)(3)(C)(ii)) is located within a metropolitan
statistical area (as designated by the Direc-
tor of the Office of Management and Budget)
with a population of 50,000 or more, or

‘‘(II) 1,000 in any other case, or
‘‘(ii) is entirely within an Indian reserva-

tion (as determined by the Secretary of the
Interior).

‘‘(3) ELIGIBILITY REQUIREMENTS.—A nomi-
nated area meets the requirements of this
paragraph if the State and local govern-
ments in which the nominated area is lo-
cated certify, and the Secretary of Housing
and Urban Development accepts such certifi-
cation, that—

‘‘(A) the area is one of pervasive poverty,
unemployment and general distress,

‘‘(B) the area is located wholly within the
jurisdiction of a local government that is eli-
gible for Federal assistance under section 119
of the Housing and Community Development
Act of 1974, as in effect on the date of the en-
actment of the Enterprise Zone—Jobs Cre-
ation Act of 1992,

‘‘(C) the unemployment rate for the area,
as determined by the appropriate available
data, was not less than 1.5 times the national
unemployment rate for the period to which
such data relate,

‘‘(D) the poverty rate (as determined by
the most recent census data available) for
each populous census tract (or where not
tracted, the equivalent county division as
defined by the Bureau of the Census for the
purpose of defining poverty areas) within the
area was not less than 20 percent for the pe-
riod to which such data relate, and

‘‘(E) the area meets at least one of the fol-
lowing criteria:

‘‘(i) Not less than 70 percent of the house-
holds living in the area have incomes below
80 percent of the median income of house-
holds of the area within the jurisdiction of
the local government (determined in the
same manner as under section 119(b)(2) of the
Housing and Community Development Act of
1974).

‘‘(ii) The population of the area decreased
by 20 percent or more between 1980 and 1990

(or the most recent decade for which census
data are available).

‘‘(4) ELIGIBILITY REQUIREMENTS FOR RURAL
AREAS.—For purposes of paragraph (1), a
nominated area that is a rural area described
in subsection (a)(3)(C)(ii) meets the require-
ments of paragraph (3) if the State and local
governments in which it is located certify
and the Secretary, after such review of sup-
porting data as he deems appropriate, ac-
cepts such certification, that the area
meets—

‘‘(A) the criteria set forth in subparagraphs
(A) and (B) of paragraph (3), and

‘‘(B) not less than one of the criteria set
forth in the other subparagraphs of para-
graph (3).

‘‘(d) REQUIRED STATE AND LOCAL COMMIT-
MENTS.—

‘‘(1) IN GENERAL.—No nominated area shall
be designated as an enterprise zone unless
the State and local governments of the juris-
dictions in which the nominated area is lo-
cated agree in writing that, during any pe-
riod during which the nominated area is an
enterprise zone, such governments will fol-
low a specified course of action designed to
reduce the various burdens borne by employ-
ers or employees in such area.

‘‘(2) COURSE OF ACTION.—The course of ac-
tion under paragraph (1) may include, but is
not limited to—

‘‘(A) the reduction or elimination of tax
rates or fees applying within the enterprise
zone,

‘‘(B) actions to reduce, remove, simplify, or
streamline governmental requirements ap-
plying within the enterprise zone,

‘‘(C) an increase in the level of efficiency of
local services within the enterprise zone, for
example, crime prevention, and drug use pre-
vention and treatment,

‘‘(D) involvement in the program by pri-
vate entities, organizations, neighborhood
associations, and community groups, par-
ticularly those within the enterprise zone,
including a commitment from such private
entities to provide jobs and job training for,
and technical, financial or other assistance
to, employers, employees, and residents of
the enterprise zone,

‘‘(E) mechanisms to increase equity owner-
ship by residents and employees within the
enterprise zone,

‘‘(F) donation (or sale below market value)
of land and buildings to benefit low and mod-
erate income people,

‘‘(G) linkages to—
‘‘(i) job training,
‘‘(ii) transportation,
‘‘(iii) education,
‘‘(iv) day care,
‘‘(v) health care, and
‘‘(vi) other social service support,
‘‘(H) provision of supporting public facili-

ties, and infrastructure improvements,
‘‘(I) encouragement of local entrepreneur-

ship, and
‘‘(J) other factors determined essential to

support enterprise zone activities and en-
courage livability or quality of life.

‘‘(3) LATER MODIFICATION OF A COURSE OF
ACTION.—The Secretary of Housing and
Urban Development may by regulation pre-
scribe procedures to permit or require a
course of action to be updated or modified
during the time that a designation is in ef-
fect.

‘‘(e) PRIORITY OF DESIGNATION.—In choos-
ing nominated areas for designation, the
Secretary of Housing and Urban Develop-
ment shall give preference to the nominated
areas—

‘‘(1) with respect to which the strongest
and highest quality contributions have been
promised as part of the course of action, tak-
ing into consideration the fiscal ability of
the nominating State and local governments
to provide tax relief,

‘‘(2) with respect to which the nominating
State and local governments have provided
the most effective and enforceable guaran-
tees that the proposed course of action will
actually be carried out during the period of
the enterprise zone designation,

‘‘(3) with respect to which private entities
have made the most substantial commit-
ments in additional resources and contribu-
tions, including the creation of new or ex-
panded business activities, and

‘‘(4) which best exhibit such other factors
determined by the Secretary of Housing and
Urban Development, including relative dis-
tress, which are consistent with the intent of
the enterprise zone program and which have
the greatest likelihood of success.

‘‘(f) GEOGRAPHIC DISTRIBUTION.—In making
designations, the Secretary of Housing and
Urban Development will take into consider-
ation a reasonable geographic distribution of
enterprise zones.

‘‘(g) DEFINITIONS.—For the purposes of this
title—

‘‘(1) GOVERNMENTS.—If more than one gov-
ernment seeks to nominate an area as an en-
terprise zone, any reference to, or require-
ment of, this section shall apply to all such
governments.

‘‘(2) STATE.—The term ‘State’ shall also in-
clude Puerto Rico, the Virgin Islands, Guam,
American Samoa, the Northern Mariana Is-
lands, and any other territory of the United
States.

‘‘(3) LOCAL GOVERNMENTS.—The term ‘local
government’ means—

‘‘(A) any county, city, town, township, par-
ish, village, or other general purpose politi-
cal subdivision of a State,

‘‘(B) any combination of political subdivi-
sions described in subparagraph (A) recog-
nized by the Secretary of Housing and Urban
Development, and

‘‘(C) the District of Columbia.
‘‘(h) CROSS REFERENCES.—

‘‘(1) For definitions, see section 1391.
‘‘(2) For treatment of employees in enter-

prise zones, see section 1392.
‘‘(3) For treatment of investments in enter-

prise zones, see sections 1393 and 1394.’’
(b) CLERICAL AMENDMENT.—The table of

subchapters for chapter 80 of subtitle F is
amended by adding at the end thereof the
following new item:

‘‘SUBCHAPTER D—Designation of Enterprise
Zones’’.

SEC. 325. REPORTING REQUIREMENTS.
Not later than the close of the second cal-

endar year after the calendar year in which
the Secretary of Housing and Urban Develop-
ment first designates areas as enterprise
zones, and at the close of each second cal-
endar year thereafter, the Secretary of Hous-
ing and Urban Development shall submit to
the Congress a report on the effects of such
designation in accomplishing the purposes of
this subtitle.
SEC. 326. INTERACTION WITH OTHER FEDERAL

PROGRAMS.
(a) COORDINATION WITH RELOCATION ASSIST-

ANCE.—The designation of an enterprise zone
under section 7880 shall not—

(1) constitute approval of a Federal or fed-
erally assisted program or project (within
the meaning of the Uniform Relocation As-
sistance and Real Property Acquisition Poli-
cies Act of 1970 (42 U.S.C. 4601)), or

(2) entitle any person displaced from real
property located in such zone to any rights
or any benefits under such Act.

(b) COORDINATION WITH ENVIRONMENTAL
POLICY.—Designation of an enterprise zone
under section 7880 shall not constitute a Fed-
eral action for purposes of applying the pro-
cedural requirements of the National Envi-
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ronmental Policy Act of 1969 (42 U.S.C. 4341)
or other provisions of Federal law relating to
the protection of the environment.

PART III—FEDERAL INCOME TAX
INCENTIVES

SEC. 327. DEFINITIONS AND REGULATIONS; EM-
PLOYEE CREDIT; CAPITAL GAIN EX-
CLUSION; STOCK EXPENSING.

(a) GENERAL RULE.—Chapter 1 of subtitle A
(relating to normal tax and surtax rules) is
amended by inserting after subchapter T the
following new subchapter:

‘‘SUBCHAPTER U—Enterprise Zones
‘‘Sec. 1391. Definitions and Regulatory Au-

thority.
‘‘Sec. 1392. Credit for enterprise zone employ-

ees.
‘‘Sec. 1393. Enterprise zone capital gain.
‘‘Sec. 1394. Enterprise zone stock.
‘‘SEC. 1391. DEFINITIONS AND REGULATORY AU-

THORITY.
‘‘(a) ENTERPRISE ZONE.—
‘‘(1) IN GENERAL.—For purposes of this sub-

chapter, the term ‘enterprise zone’ means
any area which the Secretary of Housing and
Urban Development designates pursuant to
section 7880(a) as a Federal enterprise zone
for purposes of this title.

‘‘(2) TERMINATION OF ENTERPRISE ZONE.—An
area will cease to constitute an enterprise
zone once its designation as such terminates
or is revoked under section 7880(b).

‘‘(b) ENTERPRISE ZONE BUSINESS.—
‘‘(1) IN GENERAL.—For purposes of this sub-

chapter, the term ‘enterprise zone business’
means an activity constituting the active
conduct of a trade or business within an en-
terprise zone, and with respect to which—

‘‘(A) at least 80 percent of the gross income
in each calendar year is attributable to the
active conduct of a trade or business within
an enterprise zone,

‘‘(B) less than 10 percent of the property
(as measured by unadjusted basis) con-
stitutes stocks, securities, or property held
for use by customers,

‘‘(C) no more than an insubstantial portion
of the property constitutes collectibles (as
defined in section 408(m)(2)), unless such col-
lectibles constitute property held primarily
for sale to customers in the ordinary course
of the active trade or business,

‘‘(D) substantially all of the property
(whether owned or leased) is located within
an enterprise zone, and

‘‘(E) substantially all of the employees
work within an enterprise zone.

‘‘(2) RELATED ACTIVITIES TAKEN INTO AC-
COUNT.—Except as otherwise provided in reg-
ulations, all activities conducted by a tax-
payer and persons related to the taxpayer
shall be treated as one activity for purposes
of paragraph (1).

‘‘(3) SPECIAL RULES.—
‘‘(A) RENTAL REAL PROPERTY.—For pur-

poses of paragraph (1), holding real property
located within an enterprise zone for use by
customers other than related persons shall
be treated as the active conduct of a trade or
business for purposes of paragraph (1)(A) and
as not subject to paragraph (1)(B).

‘‘(B) TERMINATION OF ENTERPRISE ZONE
BUSINESS.—An activity shall cease to be an
enterprise zone business if—

‘‘(i) the designation of the enterprise zone
in which the activity is conducted termi-
nates or is revoked pursuant to section
7880(b),

‘‘(ii) more than 50 percent (by value) of the
activity’s property or services are obtained
from related persons other than enterprise
zone businesses, or

‘‘(iii) more than 50 percent of the activity’s
gross income is attributable to property or
services provided to related persons other
than enterprise zone businesses.

‘‘(c) ENTERPRISE ZONE PROPERTY.—
‘‘(1) IN GENERAL.—For purposes of this sub-

chapter, the term ‘enterprise zone property’
means—

‘‘(A) any tangible personal property lo-
cated in an enterprise zone and used by the
taxpayer in an enterprise zone business, and

‘‘(B) any real property located in an enter-
prise zone and used by the taxpayer in an en-
terprise zone business.

In no event shall any financial property or
intangible interest in property be treated as
constituting enterprise zone property,
whether or not such property is used in the
active conduct of an enterprise zone busi-
ness.

‘‘(2) TERMINATION OF ENTERPRISE ZONE.—
The treatment of property as enterprise zone
property under subparagraph (A) shall not
terminate upon the termination or revoca-
tion of the designation of the enterprise zone
in which the property is located, but instead
shall terminate immediately after the first
sale or exchange of such property occurring
after the expiration or revocation.

‘‘(d) RELATED PERSONS.—For purposes of
this subchapter, a person shall be treated as
related to another person if—

‘‘(1) the relationship of such persons is de-
scribed in section 267(b) or 707(b)(1), or

‘‘(2) such persons are engaged in trades or
businesses under common control (within
the meaning of subsections (a) and (b) of sec-
tion 52).
For purposes of paragraph (1), in applying
section 267(b) or 707(b)(1), ‘33 percent’ shall
be substituted for ‘50 percent’.

‘‘(e) REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out
the purposes of the Enterprise Zone—Jobs
Creation Act of 1992, including—

‘‘(1) providing that Federal tax relief is un-
available to an activity that does not stimu-
late employment in, or revitalization of, en-
terprise zones,

‘‘(2) providing for appropriate coordination
with other Federal programs that, in com-
bination, might enable activity within enter-
prise zones to be more than 100 percent sub-
sidized by the Federal Government, and

‘‘(3) preventing the avoidance of the rules
in this subchapter.
‘‘SEC. 1392. CREDIT FOR ENTERPRISE ZONE EM-

PLOYEES.
‘‘(a) GENERAL RULE.—In the case of a tax-

payer who is an enterprise zone employee,
there shall be allowed as a credit against the
tax imposed by this subtitle for the taxable
year an amount equal to 5 percent of so
much of the qualified wages of the taxpayer
for the taxable year as does not exceed
$10,500.

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

‘‘(1) ENTERPRISE ZONE EMPLOYEE.—The
term ‘enterprise zone employee’ means an in-
dividual if—

‘‘(A) the individual performs services dur-
ing the taxable year that are directly related
to the conduct of an enterprise zone busi-
ness,

‘‘(B) substantially all of the services de-
scribed in paragraph (1)(A) are performed
within an enterprise zone, and

‘‘(C) the employer for whom the services
described in paragraph (1)(A) are performed
is not the Federal Government, any State
government or subdivision thereof, or any
local government.

‘‘(2) WAGES.—The term ‘wages’ has the
meaning given by subsection (b) of section
3306 (determined without regard to any dol-
lar limitation contained in such subsection).

‘‘(3) QUALIFIED WAGES.—The term ‘qualified
wages’ means all wages of the taxpayer, to
the extent attributable to services described
in paragraph (1).

‘‘(c) LIMITATIONS.—
‘‘(1) PHASE-OUT OF CREDIT.—The amount of

the credit allowable to a taxpayer under sub-
section (a) for any taxable year shall not ex-
ceed the excess (if any) of—

‘‘(A) $525, over
‘‘(B) 10.5 percent of so much of the tax-

payer’s total wages (whether or not con-
stituting qualified wages) as exceeds $20,000.

‘‘(2) PARTIAL TAXABLE YEAR.—If designa-
tion of an area as an enterprise zone occurs,
expires, or is revoked pursuant to section
7880 on a date other than the first or last day
of the taxable year of the taxpayer, or in the
case of a short taxable year, the limitations
specified in paragraph (1) shall be adjusted
on a pro rata basis (based upon the number
of days).

‘‘(d) APPLICATION WITH OTHER CREDITS.—
The credit allowed under this section for the
taxable year shall be reduced by the amount
(if any) of tax imposed by section 55 (relating
to the alternative minimum tax) with re-
spect to such taxpayer for such year.

‘‘(e) CREDIT TREATED AS SUBPART C CRED-
IT.—For purposes of this title, the credit al-
lowed under subsection (a) shall be treated
as a credit allowed under subpart C of part
IV of subchapter A of chapter 1.
‘‘SEC. 1393. ENTERPRISE ZONE CAPITAL GAIN.

‘‘(a) GENERAL RULE.—Gross income does
not include the amount of any gain con-
stituting enterprise zone capital gain.

‘‘(b) DEFINITION.—For purposes of this sec-
tion—

‘‘(1) IN GENERAL.—The term ‘enterprise
zone capital gain’ means gain—

‘‘(A) treated as long-term capital gain,
‘‘(B) allocable in accordance with the rules

under subsection (b)(5) of section 338 to the
sale or exchange of enterprise zone property,
and

‘‘(C) properly attributable to period(s) of
use in an enterprise zone business.

‘‘(2) LIMITATIONS.—Enterprise zone capital
gain does not include any gain attributable
to—

‘‘(A) the sale or exchange of property not
constituting enterprise zone property with
respect to the taxpayer throughout the pe-
riod of twenty-four full calendar months im-
mediately preceding the sale or exchange,

‘‘(B) any collectibles (as defined in section
408(m)), or

‘‘(C) sales or exchanges to persons con-
trolled by the same interests.

‘‘(c) BASIS.—Amounts excluded from gross
income pursuant to subsection (a) shall not
be applied in reduction to the basis of any
property held by the taxpayer.
‘‘SEC. 1394. ENTERPRISE ZONE STOCK.

‘‘(a) GENERAL RULE.—At the election of
any individual, the aggregate amount paid
by such individual during the individual’s
taxable year for the purchase of enterprise
zone stock on the original issue of such
stock by a qualified issuer shall be allowed
as a deduction.

‘‘(b) LIMITATIONS.—
‘‘(1) CEILING.—The maximum amount al-

lowed as a deduction under subsection (a) to
a taxpayer shall not exceed $50,000 for any
taxable year, nor $250,000 during the tax-
payer’s lifetime.

‘‘(A) EXCESS AMOUNTS.—If the amount oth-
erwise deductible by any person under sub-
section (a) exceeds the limitation under this
paragraph (1)—

‘‘(i) the amount of such excess shall be
treated as an amount paid in the next tax-
able year, and

‘‘(ii) the deduction allowed for any taxable
year shall be allocated among the enterprise
zone stock purchased by such person in ac-
cordance with the purchase price per share.

‘‘(2) RELATED PERSONS.—The taxpayer and
all individuals related to the taxpayer shall
be treated as one person for purposes of the
limitations described in paragraph (1).
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‘‘(3) ALLOCATION OF EXCESS AMOUNTS.—The

limitations described in paragraph (1) shall
be allocated among the taxpayer and related
persons in accordance with their respective
purchases of enterprise zone stock.

‘‘(4) PARTIAL TAXABLE YEAR.—If designa-
tion of an area as an enterprise zone occurs,
expires, or is revoked pursuant to section
7880 on a date other than the first or last day
of the taxable year of the taxpayer, or in the
case of a short taxable year, the limitations
specified in paragraph (1) shall be adjusted
on a pro rata basis (based upon the number
of days).

‘‘(c) DISPOSITION OF STOCK.—
‘‘(1) GAIN TREATED AS ORDINARY INCOME.—

Except as otherwise provided in regulations,
if a taxpayer disposes of any enterprise zone
stock with respect to which a deduction was
allowed under subsection (a), the amount re-
alized upon such disposition shall be treated
as ordinary income and recognized notwith-
standing any other provision of this subtitle.

‘‘(2) INTEREST CHARGED IF DISPOSITION WITH-
IN 5 YEARS OF PURCHASE.—

‘‘(A) IN GENERAL.—If a taxpayer disposes of
any enterprise zone stock before the end of
the 5-year period beginning on the date such
stock was purchased by the taxpayer, the tax
imposed by this chapter for the taxable year
in which such disposition occurs shall be in-
creased by the amount determined in sub-
paragraph (B).

‘‘(B) ADDITIONAL AMOUNT.—For purposes of
subparagraph (A), the additional amount
shall be equal to the amount of interest (de-
termined at the rate applicable under sec-
tion 6621(a)(2)) that would accrue—

‘‘(i) during the period beginning on the
date the stock was purchased by the tax-
payer and ending on the date such stock was
disposed of by the taxpayer,

‘‘(ii) on an amount equal to the aggregate
decrease in tax of the taxpayer resulting
from the deduction allowed under subsection
(a) with respect to the stock so disposed of.

‘‘(d) DISQUALIFICATION.—
‘‘(1) ISSUER OR STOCK CEASES TO QUALIFY.—

If a taxpayer elects the deduction under sub-
section (a) with respect to enterprise zone
stock, and either—

‘‘(A) the issuer with respect to which the
election was made ceases to be a qualified
issuer, or

‘‘(B) the proceeds from the issuance of the
taxpayer’s enterprise zone stock fail or oth-
erwise cease to be invested by the issuer in
enterprise zone property, then, notwith-
standing any provision of this subtitle (other
than paragraph (2)) to the contrary, the tax-
payer shall recognize as ordinary income the
amount of the deduction allowed under sub-
section (a) with respect to the issuer’s enter-
prise zone stock.

‘‘(2) SPECIAL RULES.—
‘‘(A) LIQUIDATION.—Where enterprise zone

property acquired with proceeds from the
issuance of enterprise zone stock is sold or
exchanged pursuant to a plan of complete
liquidation, the treatment described in para-
graph (1) shall be inapplicable.

‘‘(B) TERMINATION OF ENTERPRISE ZONE.—
The treatment of an activity as an enter-
prise zone business shall not cease for pur-
poses of paragraph (1) solely by reason of the
termination or revocation of the designation
of the enterprise zone with respect to the ac-
tivity.

‘‘(C) PARTIAL DISQUALIFICATION.—Where
some, but not all, of the property acquired
by the issuer with the proceeds of issuance of
enterprise zone stock ceases to constitute
enterprise zone property, the treatment de-
scribed in paragraph (1) shall be modified as
follows—

‘‘(i) the total amount recognized as ordi-
nary income by all shareholders of the issuer
shall be limited to an amount of deduction
allowed up to the unadjusted basis of prop-

erty ceasing to constitute enterprise zone
property,

‘‘(ii) the amount recognized shall be allo-
cated among enterprise zone stock with re-
spect to which the election in subsection (a)
was made in the reverse order in which such
stock was issued, and

‘‘(iii) the amount recognized shall be ap-
portioned among taxpayers having made the
election in subsection (a) in the ratios in
which the stock described in paragraph
(2)(C)(ii) was purchased.

‘‘(3) ADDITIONAL AMOUNT.—If income is rec-
ognized pursuant to paragraph (1) at any
time before the close of the 5th calendar year
ending after the date the enterprise zone
stock was purchased, the tax imposed by this
chapter with respect to such income shall be
increased by an amount equal to the amount
of interest (determined at the rate applicable
under section 6621(a)(2)) that would accrue—

‘‘(A) during the period beginning on the
date the stock was purchased by the tax-
payer and ending on the date of the disquali-
fication event described in paragraph (1),

‘‘(B) on an amount equal to the aggregate
decrease in tax of the taxpayer resulting
from the deduction allowed under subsection
(a) with respect to the stock so disqualified.

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

‘‘(1) ENTERPRISE ZONE STOCK.—The term
‘enterprise zone stock’ means common stock
issued by a qualified issuer, but only to the
extent that the amount of proceeds of such
issuance are used by such issuer no later
than twelve months following issuance to ac-
quire and maintain an equal amount of
newly acquired enterprise zone property.

‘‘(2) QUALIFIED ISSUER.—
‘‘(A) IN GENERAL.—The term ‘qualified

issuer’ means any subchapter C corpora-
tion—

‘‘(i) which does not have more than one
class of stock,

‘‘(ii) which is engaged solely in the conduct
of one or more enterprise zone businesses,

‘‘(iii) which does not own or lease more
than $5 million of total property (including
money), as measured by the unadjusted basis
of the property, and

‘‘(iv) more than 20 percent of the total vot-
ing power and 20 percent of the total value of
the stock of which is owned by individuals,
partnerships, estates or trusts.

‘‘(B) LIMITATION ON TOTAL ISSUANCES.—A
qualified issuer may issue no more than an
aggregate of $5 million of enterprise zone
stock.

‘‘(C) AGGREGATION.—For purposes of apply-
ing the limitations under this paragraph, the
issuer and all related persons shall be treat-
ed as one person.

‘‘(3) AMOUNT PAID.—For purposes of sub-
section (a), the amount ‘paid’ by a taxpayer
for any taxable year shall not include the
issuance of evidences of indebtedness of the
taxpayer (whether or not such indebtedness
is guaranteed by another person), nor
amounts paid by the taxpayer after the close
of the taxable year.

‘‘(f) ISSUANCES IN EXCHANGE FOR PROP-
ERTY.—If enterprise zone stock is issued in
exchange for property, then notwithstanding
any provision of subchapter C of chapter 1 of
subtitle A to the contrary—

‘‘(1) the issuance shall be treated for pur-
poses of this subtitle as the sale of the prop-
erty at its then fair market value to the cor-
poration, and a contribution to the corpora-
tion of the proceeds immediately thereafter
in exchange for the enterprise zone stock,
and

‘‘(2) the issuer’s basis for the property shall
be equal to the fair market value of such
property at the time of issuance.

‘‘(g) BASIS ADJUSTMENT.—For purposes of
this subtitle, if a taxpayer elects the deduc-
tion under subsection (a), the taxpayer’s
basis (without regard to this subsection) for

the enterprise zone stock with respect to
such election shall be reduced by the deduc-
tion allowed or allowable.

‘‘(h) LIMITATIONS ON ASSESSMENT AND COL-
LECTION.—If a taxpayer elects the deduction
under subsection (a) for any taxable year—

‘‘(1) the period for assessment and collec-
tion of any deficiency attributable to any
part of the deduction shall not expire before
one year following expiration of such period
of the qualified issuer that includes the cir-
cumstances giving rise to the deficiency, and

‘‘(2) such deficiency may be assessed before
expiration of the period described in para-
graph (1) notwithstanding any provisions of
this subtitle to the contrary.

‘‘(i) CROSS REFERENCE.—For treatment of
the deduction under subsection (a) for pur-
poses of the alternative minimum tax, see
section 56.’’

(b) TECHNICAL AMENDMENT.—Subsection (a)
of section 1016 (relating to adjustments to
basis) is amended by striking ‘‘and’’ at the
end of paragraph (23), by striking the period
at the end of paragraph (24) and inserting
‘‘; and’’, and by adding at the end thereof the
following new paragraph:

‘‘(25) to the extent provided in section
1394(g), in the case of stock with respect to
which a deduction was allowed or allowable
under section 1394(a).’’

(c) CLERICAL AMENDMENT.—The table of
subchapters for chapter 1 is amended by in-
serting after the item relating to subchapter
T the following new item:

‘‘SUBCHAPTER U. Enterprise zones.’’
SEC. 328. ALTERNATIVE MINIMUM TAX.

(a) CORPORATIONS.—Subparagraph (B) of
section 56(g)(4) (relating to adjustments
based on adjusted current earnings of cor-
porations) is amended by adding the follow-
ing new clause at the end thereof:

‘‘(iii) EXCLUSION OF ENTERPRISE ZONE CAP-
ITAL GAIN.—Clause (i) shall not apply in the
case of any enterprise zone capital gain (as
defined in section 1393(b)), and such gain
shall not be included in income for purposes
of computing alternative minimum taxable
income.’’

(b) INDIVIDUALS.—Subsection (b) of section
56 (relating to adjustments to the alter-
native minimum taxable income of individ-
uals) is amended by adding the following new
paragraph at the end thereof:

‘‘(4) ENTERPRISE ZONE STOCK.—No deduc-
tion shall be allowed for the purchase of en-
terprise zone stock (as defined in section
1394(e)).’’
SEC. 329. ADJUSTED GROSS INCOME DEFINED.

Subsection (a) of section 62 (relating to the
definition of adjusted gross income) is
amended by adding at the end thereof the
following new paragraph:

‘‘(14) ENTERPRISE ZONE STOCK.—The deduc-
tion allowed by section 1394.’’
PART IV—ESTABLISHMENT OF FOREIGN

TRADE ZONES IN ENTERPRISE ZONES
SEC. 330. FOREIGN-TRADE ZONE PREFERENCES.

(a) PREFERENCE IN ESTABLISHMENT OF FOR-
EIGN-TRADE ZONES IN REVITALIZATION
AREAS.—In processing applications for the
establishment of foreign-trade zones pursu-
ant to an Act ‘‘To provide for the establish-
ment, operation, and maintenance of for-
eign-trade zones in ports of entry of the
United States, to expedite and encourage for-
eign commerce, and for other purposes’’, ap-
proved June 18, 1934 (48 Stat. 998), the For-
eign-Trade Zone Board shall consider on a
priority basis and expedite, to the maximum
extent possible, the processing of any appli-
cation involving the establishment of a for-
eign trade zone within an enterprise zone
designated pursuant to section 7880 of the In-
ternal Revenue Code of 1986.

(b) APPLICATION PROCEDURE.—In processing
applications for the establishment of ports of
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entry pursuant to ‘‘An Act making appro-
priations for sundry civil expenses of the
Government for the fiscal year ending June
thirtieth, nineteen hundred and fifteen, and
for other purposes’’, approved August 1, 1914
(38 Stat. 609), the Secretary of the Treasury
shall consider on a priority basis and expe-
dite, to the maximum extent possible, the
processing of any application involving the
establishment of a port of entry which is
necessary to permit the establishment of a
foreign-trade zone within an enterprise zone
so designated.

(c) APPLICATION EVALUATION.—In evaluat-
ing applications for the establishment of for-
eign-trade zones and ports of entry in con-
nection with enterprise zones so designated,
the Foreign-Trade Zone Board and the Sec-
retary of the Treasury shall approve the ap-
plications, to the maximum extent prac-
ticable, consistent with their respective stat-
utory responsibilities.

Subtitle C—Excise Tax Provisions
SEC. 341. REPEAL OF LUXURY EXCISE TAX ON

BOATS AND AIRCRAFT.
(a) GENERAL RULE.—Subpart A of part I of

subchapter A of chapter 31 (relating to lux-
ury taxes) is amended by striking sections
4002 and 4003 and by redesignating section
4004 as section 4002.

(b) CONFORMING AMENDMENTS.—
(1) Clause (iii) of section 4002(b)(2)(A) (as

redesignated by subsection (a)) is amended
by striking ‘‘, boat, or aircraft’’.

(2) Subparagraph (B) of section 4002(b)(2)
(as redesignated by subsection (a)) is amend-
ed by striking ‘‘in the case of a passenger ve-
hicle, $100,000 in the case of a boat, and
$250,000 in the case of an aircraft’’.

(3) Paragraph (2) of section 4011(c) is
amended—

(A) by striking ‘‘, boats, and aircraft’’ in
the paragraph heading,

(B) by striking ‘‘, boat, or aircraft’’ in sub-
paragraph A,

(C) by amending subparagraph (B) to read
as follows:

‘‘(B) QUALIFIED LEASE.—For purposes of
subparagraph (A), the term ‘qualified lease’
means any long-term lease (as defined in sec-
tion 4052) of any passenger vehicle.’’, and

(D) by striking ‘‘section 4004(c)’’ in sub-
paragraph (C) and inserting ‘‘section
4002(c)’’.

(4) Subsection (c) of section 4221 is amend-
ed by striking ‘‘4002(b), 4003(c), 4004(a)’’ and
inserting ‘‘4002(a)’’.

(5) Subsection (d) of section 4222 is amend-
ed by striking ‘‘4002(b), 4003(c), 4004(a)’’ and
inserting ‘‘4002(a)’’.

(c) CLERICAL AMENDMENTS.—
(1) The table of subparts for part I is

amended by striking ‘‘, boats, and aircraft’’
in the item relating to subpart A.

(2) The table of sections for subpart A is
amended by striking the items relating to
sections 4002, 4003 and 4004 and inserting the
following:

‘‘Sec. 4002. Rules applicable to subpart A.’’
(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to boats and
aircraft sold or used on or after February 1,
1992.
SEC. 342. REPEAL OF EXEMPTION FOR THE USE

OF DIESEL FUEL IN PLEASURE
BOATS.

(a) IN GENERAL.—Paragraph (1) of section
4041(a) (relating to imposition of tax on die-
sel fuel and special motor fuels) is amended
to read as follows:

‘‘(1) TAX ON DIESEL FUEL WHERE NO TAX IM-
POSED UNDER SECTION 4091.—

‘‘(A) HIGHWAY VEHICLES.—There is hereby
imposed a tax on any liquid (other than any
product taxable under section 4081)—

‘‘(i) sold by any person to an owner, lessee,
or other operator of a diesel-powered high-

way vehicle for use as a fuel in such vehicle,
or

‘‘(ii) used by any person as a fuel in a die-
sel-powered highway vehicle unless there
was a taxable sale of such fuel under clause
(i).

‘‘(B) BOATS.—There is hereby imposed a
tax on any diesel fuel (within the meaning of
section 4092(a)(2)) that is not taxable under
subparagraph (A) and is—

‘‘(i) sold by any person to an owner, lessee,
or other operator of a diesel-powered boat for
use as a fuel in such boat, or

‘‘(ii) used by any person as a fuel in a die-
sel-powered boat unless there was a taxable
sale of such fuel under clause (i).

‘‘(C) RATE OF TAX; PREVIOUSLY TAXED
FUEL.—The rate of tax imposed by this para-
graph shall be the sum of the Highway Trust
Fund financing rate and the diesel fuel defi-
cit reduction rate in effect under section 4091
at the time of such sale or use. No tax shall
be imposed by this paragraph on the sale or
use of any diesel fuel if there was a taxable
sale of such fuel under section 4091.’’

(b) EXEMPTION FOR BUSINESS USE.—
(1) IN GENERAL.—Subsection (b) of section

4041 is amended by adding at the end thereof
the following new paragraph:

‘‘(3) EXEMPTION FOR BOAT BUSINESS USE.—
‘‘(A) IN GENERAL.—No tax shall be imposed

by subsection (a)(1)(B) or (d)(1) on diesel fuel
sold for use or used in a boat business use.

‘‘(B) TAX WHERE OTHER USE.—If diesel fuel
on which no tax was imposed by reason of
subparagraph (A) is used otherwise than in a
boat business use, a tax shall be imposed by
subsection (a)(1)(B)(ii) and by the cor-
responding provision of subsection (d)(1).

‘‘(C) BOAT BUSINESS USE DEFINED.—For pur-
poses of this paragraph, the term ‘boat busi-
ness use’ means any use of a boat in the ac-
tive conduct of—

‘‘(i) a trade or business of commercial fish-
ing or transporting persons or property for
compensation or hire, or

‘‘(ii) any other trade or business unless the
boat is used predominantly in any activity
which is of a type generally considered to
constitute entertainment, amusement or
recreation.’’

(c) CONFORMING AMENDMENTS.—
(1) the heading of subsection (b) of section

4041 is amended by inserting ‘‘; EXEMPTION
FOR BOAT BUSINESS USE’’ after ‘‘FUEL’’.

(2) Subparagraph (A) of section 4041(b)(1) is
amended by striking ‘‘subsection (a) or
(d)(1)’’ and inserting ‘‘paragraph (1)(A) or (2)
of subsection (a) or subsection (d)(1)’’.

(3) Subparagraph (B) of section 4041(b)(1) is
amended by striking ‘‘paragraph (1)(B) or
(2)(B)’’ and inserting ‘‘paragraph (1)(A)(ii) or
(2)(B)’’.

(4) Paragraph (2) of section 4092(a) is
amended by striking ‘‘or a’’ and inserting ’’,
diesel-powered boat, or’’.

(5) Subparagraph (B) of section 4092(b)(1) is
amended by striking ‘‘commercial and non-
commercial vessels’’ each place it appears
and inserting ‘‘boat business use as defined
in section 4042(b)(3)(C)’’.

(d) RETENTION OF TAXES IN GENERAL
FUND.—

(1) TAXES IMPOSED AT HIGHWAY TRUST FUND
FINANCING RATE.—Paragraph (4) of section
9503(b) (relating to transfers to Highway
Trust Fund) is amended—

(A) by striking ‘‘and’’ at the end of sub-
paragraph (A),

(B) by striking the period at the end of
subparagraph (B) and inserting ‘‘, and’’, and

(C) by adding at the end thereof the follow-
ing new subparagraph:

‘‘(C) there shall not be taken into account
the taxes imposed by sections 4041 and 4091
on diesel fuel sold for use or used as fuel in
a diesel-powered boat.’’

(2) TAXES IMPOSED AT LEAKING UNDER-
GROUND STORAGE TANK TRUST FUND FINANCING

RATE.—Subsection (b) of section 9508 (relat-
ing to transfers to Leaking Underground
Storage Tank Trust Fund) is amended by
adding at the end thereof the following new
sentence: ‘‘For purposes of this subsection,
there shall not be taken into account the
taxes imposed by sections 4041 and 4091 on
diesel fuel sold for use or used as fuel in a
diesel-powered boat.’’

(e) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
July 1, 1992.
SEC. 343. ADDITIONAL SERVICES SUBJECT TO

COMMUNICATIONS EXCISE TAX.
(a) DIGITAL DATA TRANSMISSIONS.—Para-

graph (2) of section 4252(b) is amended by in-
serting before the period ‘‘or an unlimited
number of digital data transmissions to the
subscriber’s telephone or radio telephone
stations in such specified area if primarily
used for such transmissions’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on
July 1, 1992.
SEC. 344. REPEAL OF EXEMPTION FOR CERTAIN

COIN-OPERATED TELEPHONE SERV-
ICE.

(a) REPEAL OF EXEMPTION.—Section 4253 is
amended—

(1) by striking subsection (a) and redesig-
nating subsections (b), (c), (d), (e), (f), (g),
(h), (i), (j), and (k) as subsections (a), (b), (c),
(d), (e), (f), (g), (h), (i), and (j), respectively,
and

(2) by striking ‘‘subsection (c), (h), (i), or
(j)’’ in subsection (j)(1) (as so redesignated)
and inserting ‘‘subsection (b), (g), (h), or (i)’’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall take effect on
July 1, 1992.
Subtitle D—Provisions Related to Retirement

Savings and Pension Distributions
SEC. 351. TAXABILITY OF BENEFICIARY OF

QUALIFIED PLAN.
(a) IN GENERAL.—So much of section 402

(relating to taxability of beneficiary of em-
ployees’ trust) as precedes subsection (g)
thereof is amended to read as follows:
‘‘SEC. 402. TAXABILITY OF BENEFICIARY OF EM-

PLOYEES’ TRUST.
‘‘(a) TAXABILITY OF BENEFICIARY OF EXEMPT

TRUST.—Except as otherwise provided in this
section, any amount actually distributed to
any distributee by any employees’ trust de-
scribed in section 401(a) which is exempt
from tax under section 501(a) shall be taxable
to the distributee, in the taxable year of the
distributee in which distributed, under sec-
tion 72 (relating to annuities).

‘‘(b) TAXABILITY OF BENEFICIARY OF NON-
EXEMPT TRUST.—

‘‘(1) CONTRIBUTIONS.—Contributions to an
employees’ trust made by an employer dur-
ing a taxable year of the employer which
ends within or with a taxable year of the
trust for which the trust is not exempt from
tax under section 501(a) shall be included in
the gross income of the employee in accord-
ance with section 83 (relating to property
transferred in connection with performance
of services), except that the value of the em-
ployee’s interest in the trust shall be sub-
stituted for the fair market value of the
property for purposes of applying such sec-
tion.

‘‘(2) DISTRIBUTIONS.—The amount actually
distributed or made available to any dis-
tributee by any trust described in paragraph
(1) shall be taxable to the distributee, in the
taxable year in which so distributed or made
available, under section 72 (relating to annu-
ities), except that distributions of income of
such trust before the annuity starting date
(as defined in section 72(c)(4)) shall be in-
cluded in the gross income of the employee
without regard to section 72(e)(5) (relating to
amount not received as annuities).

‘‘(3) GRANTOR TRUSTS.—A beneficiary of
any trust described in paragraph (1) shall not
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be considered the owner of any portion of
such trust under subpart E of part I of sub-
chapter J (relating to grantors and others
treated as substantial owners).

‘‘(4) FAILURE TO MEET REQUIREMENTS OF
SECTION 410(B).—

‘‘(A) HIGHLY COMPENSATED EMPLOYEES.—If
one of the reasons a trust is not exempt from
tax under section 501(a) is the failure of the
plan of which it is a part to meet the re-
quirements of section 401(a)(26) or 410(b),
then a highly compensated employee shall,
in lieu of the amount determined under this
subsection, include in gross income for the
taxable year with or within which the tax-
able year of the trust ends an amount equal
to the vested accrued benefit of such em-
ployee (other than the employee’s invest-
ment in the contract) as of the close of such
taxable year of the trust.

‘‘(B) FAILURE TO MEET COVERAGE TESTS.—If
a trust is not exempt from tax under section
501(a) for any taxable year solely because
such trust is part of a plan which fails to
meet the requirements of section 401(a)(26) or
410(b), this subsection shall not apply by rea-
son of such failure to any employee who was
not a highly compensated employee during—

‘‘(i) such taxable year, or
‘‘(ii) any preceding period for which service

was creditable to such employee under the
plan.

‘‘(C) HIGHLY COMPENSATED EMPLOYEE.—For
purposes of this paragraph, the term ‘highly
compensated employee’ has the meaning
given such term by section 414(q).

‘‘(c) RULES APPLICABLE TO ROLLOVERS
FROM EXEMPT TRUSTS.—

‘‘(1) EXCLUSION FROM INCOME.—If—
‘‘(A) any portion of the balance to the

credit of an employee in a qualified trust is
paid to the employee in an eligible rollover
distribution,

‘‘(B) the distributee transfers any portion
of the property received in such distribution
to an eligible retirement plan, and

‘‘(C) in the case of a distribution of prop-
erty other than money, the amount so trans-
ferred consists of the property distributed,
then such distribution (to the extent so
transferred) shall not be includible in gross
income for the taxable year in which paid.

‘‘(2) MAXIMUM AMOUNT WHICH MAY BE
ROLLED OVER.—In the case of any eligible
rollover distribution, the maximum amount
transferred to which paragraph (1) applies
shall not exceed the portion of such distribu-
tion which is includible in gross income (de-
termined without regard to paragraph (1)).

‘‘(3) TRANSFER MUST BE MADE WITHIN 60
DAYS OF RECEIPT.—Paragraph (1) shall not
apply to any transfer of a distribution made
after the 60th day following the day on which
the distributee received the property distrib-
uted.

‘‘(4) ELIGIBLE ROLLOVER DISTRIBUTION.—For
purposes of this subsection, the term ‘eligi-
ble rollover distribution’ means any distribu-
tion to an employee of all or any portion of
the balance to the credit of the employee in
a qualified trust; except that such term shall
not include—

‘‘(A) any distribution which is part of a se-
ries of substantially equal periodic payments
(not less frequently than annually) made—

‘‘(i) for the life (or life expectancy) of the
employee or the joint lives (or joint life
expectancies) of the employee and his des-
ignated beneficiary, or

‘‘(ii) for a specified period of 10 years or
more, and

‘‘(B) any distribution to the extent such
distribution is required under section
401(a)(9).

‘‘(5) TRANSFER TREATED AS ROLLOVER CON-
TRIBUTION UNDER SECTION 408.—For purposes
of this title, a transfer resulting in any por-
tion of a distribution being excluded from
gross income under paragraph (1) to an eligi-

ble retirement plan described in clause (i) or
(ii) of paragraph (8)(B) shall be treated as a
rollover contribution described in section
408(d)(3).

‘‘(6) SALES OF DISTRIBUTED PROPERTY.—For
purposes of this subsection—

‘‘(A) TRANSFER OF PROCEEDS FROM SALE OF
DISTRIBUTED PROPERTY TREATED AS TRANSFER
OF DISTRIBUTED PROPERTY.—The transfer of
an amount equal to any portion of the pro-
ceeds from the sale of property received in
the distribution shall be treated as the
transfer of property received in the distribu-
tion.

‘‘(B) PROCEEDS ATTRIBUTABLE TO INCREASE
IN VALUE.—The excess of fair market value of
property on sale over its fair market value
on distribution shall be treated as property
received in the distribution.

‘‘(C) DESIGNATION WHERE AMOUNT OF DIS-
TRIBUTION EXCEEDS ROLLOVER CONTRIBU-
TION.—In any case where part or all of the
distribution consists of property other than
money, the taxpayer may designate—

‘‘(i) the portion of the money or other
property which is to be treated as attrib-
utable to the amount not included in gross
income, and

‘‘(ii) the portion of the money or other
property which is to be treated as included
in the rollover contribution. Any designation
under this subparagraph for a taxable year
shall be made not later than the time pre-
scribed by law for filing the return for such
taxable year (including extensions thereof).
Any such designation, once made, shall be ir-
revocable.

‘‘(D) TREATMENT WHERE NO DESIGNATION.—
In any case where part or all of the distribu-
tion consists of property other than money
and the taxpayer fails to make a designation
under subparagraph (C) within the time pro-
vided therein, then—

‘‘(i) the portion of the money or other
property which is to be treated as attrib-
utable to the amount not included in gross
income, and

‘‘(ii) the portion of the money or other
property which is to be treated as included
in the rollover contribution,
shall be determined on a ratable basis.

‘‘(E) NONRECOGNITION OF GAIN OR LOSS.—In
the case of any sale described in subpara-
graph (A), to the extent that an amount
equal to the proceeds is transferred pursuant
to paragraph (1), neither gain nor loss on
such sale shall be recognized.

‘‘(7) SPECIAL RULE FOR FROZEN DEPOSITS.—
‘‘(A) IN GENERAL.—The 60-day period de-

scribed in paragraph (3) shall not—
‘‘(i) include any period during which the

amount transferred to the employee is a fro-
zen deposit, or

‘‘(ii) end earlier than 10 days after such
amount ceases to be a frozen deposit.

‘‘(B) FROZEN DEPOSITS.—For purposes of
this paragraph, the term ‘frozen deposit’
means any deposit which may not be with-
drawn because of—

‘‘(i) the bankruptcy or insolvency of any fi-
nancial institution, or

‘‘(ii) any requirement imposed by the State
in which such institution is located by rea-
son of the bankruptcy or insolvency (or
threat thereof) of 1 or more financial institu-
tions in such State.
A deposit shall not be treated as a frozen de-
posit unless on at least 1 day during the 60-
day period described in paragraph (3) (with-
out regard to this paragraph) such deposit is
described in the preceding sentence.

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

‘‘(A) QUALIFIED TRUST.—The term ‘quali-
fied trust’ means an employees’ trust de-
scribed in section 401(a) which is exempt
from tax under section 501(a).

‘‘(B) ELIGIBLE RETIREMENT PLAN.—The term
‘eligible retirement plan’ means—

‘‘(i) an individual retirement account de-
scribed in section 408(a),

‘‘(ii) an individual retirement annuity de-
scribed in section 408(b) (other than an en-
dowment contract),

‘‘(iii) a qualified trust, and
‘‘(iv) an annuity plan described in section

403(a).
‘‘(9) ROLLOVER WHERE SPOUSE RECEIVES DIS-

TRIBUTION AFTER DEATH OF EMPLOYEE.—If any
distribution attributable to an employee is
paid to the spouse of the employee after the
employee’s death, the preceding provisions
of this subsection shall apply to such dis-
tribution in the same manner as if the
spouse were the employee; except that a
trust or plan described in clause (iii) or (iv)
of paragraph (8)(B) shall not be treated as an
eligible retirement plan with respect to such
distribution.

‘‘(d) TAXABILITY OF BENEFICIARY OF CER-
TAIN FOREIGN SITUS TRUSTS.—For purposes
of subsections (a), (b), and (c), a stock bonus,
pension, or profit-sharing trust which would
qualify for exemption from tax under section
501(a) except for the fact that it is a trust
created or organized outside the United
States shall be treated as if it were a trust
exempt from tax under section 501(a).

‘‘(e) OTHER RULES APPLICABLE TO EXEMPT
TRUSTS.—

‘‘(1) ALTERNATE PAYEES.—
‘‘(A) ALTERNATE PAYEE TREATED AS DIS-

TRIBUTEE.—For purposes of subsection (a)
and section 72, an alternate payee who is the
spouse or former spouse of the participant
shall be treated as the distributee of any dis-
tribution or payment made to the alternate
payee under a qualified domestic relations
order (as defined in section 414(p)).

‘‘(B) ROLLOVERS.—If any amount is paid or
distributed to an alternate payee who is the
spouse or former spouse of the participant by
reason of any qualified domestic relations
order (within the meaning of section 414(p)),
subsection (c) shall apply to such distribu-
tion in the same manner as if such alternate
payee were the employee.

‘‘(2) DISTRIBUTIONS BY UNITED STATES TO
NONRESIDENT ALIENS.—The amount includible
under subsection (a) in the gross income of a
nonresident alien with respect to a distribu-
tion made by the United States in respect of
services performed by an employee of the
United States shall not exceed an amount
which bears the same ratio to the amount in-
cludible in gross income without regard to
this paragraph as—

‘‘(A) the aggregate basic pay paid by the
United States to such employee for such
services, reduced by the amount of such
basic pay which was not includible in gross
income by reason of being from sources with-
out the United States, bears to

‘‘(B) the aggregate basic pay paid by the
United States to such employee for such
services.
In the case of distributions under the civil
service retirement laws, the term ‘basic pay’
shall have the meaning provided in section
8331(3) of title 5, United States Code.

‘‘(3) CASH OR DEFERRED ARRANGEMENTS.—
For purposes of this title, contributions
made by an employer on behalf of an em-
ployee to a trust which is a part of a quali-
fied cash or deferred arrangement (as defined
in section 401(k)(2)) shall not be treated as
distributed or made available to the em-
ployee nor as contributions made to the
trust by the employee merely because the ar-
rangement includes provisions under which
the employee has an election whether the
contribution will be made to the trust or re-
ceived by the employee in cash.

‘‘(f) WRITTEN EXPLANATION TO RECIPIENTS
OF DISTRIBUTIONS ELIGIBLE FOR ROLLOVER
TREATMENT.—

‘‘(1) IN GENERAL.—The plan administrator
of any plan shall, when making an eligible

VerDate 14-MAY-98 03:24 Jun 20, 1998 Jkt 047700 PO 00000 Frm 00102 Fmt 9634 Sfmt 0634 E:\JOURNAL\02DAY2.018 atx006



HOUSE OF REPRESENTATIVES

103

1992 T18.10
rollover distribution, provide a written ex-
planation to the recipient of the provisions
under which such distribution will not be
subject to tax if transferred to an eligible re-
tirement plan within 60 days after the date
on which the recipient received the distribu-
tion.

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

‘‘(A) ELIGIBLE ROLLOVER DISTRIBUTION.—
The term ‘eligible rollover distribution’ has
the same meaning as when used in sub-
section (c) of this section or paragraph (4) of
section 403(a).

‘‘(B) ELIGIBLE RETIREMENT PLAN.—The term
‘eligible retirement plan’ has the meaning
given such term by subsection (c)(8)(B).’’

(b) REPEAL OF $5,000 EXCLUSION OF EMPLOY-
EES’ DEATH BENEFITS.—Subsection (b) of sec-
tion 101 is hereby repealed.

(c) CONFORMING AMENDMENTS.—
(1) Paragraph (1) of section 55(c) is amend-

ed by striking ‘‘shall not include any tax im-
posed by section 402(e) and’’.

(2) Paragraph (8) of section 62(a) (relating
to certain portion of lump-sum distributions
from pension plans taxed under section
402(e)) is hereby repealed.

(3) Paragraph (4) of section 72(o) (relating
to special rule for treatment of rollover
amount) is amended by striking ‘‘sections
402(a)(5), 402(a)(7)’’ and inserting ‘‘sections
402(c)’’.

(4) Paragraph (2) of section 219(d) (relating
to recontributed amount) is amended by
striking ‘‘section 402(a)(5), 402(a)(7)’’ and in-
serting ‘‘section 402(c)’’.

(5) Subparagraph (A) of section 292(h)(2)
(relating to flexible individual retirement
accounts), as added by section 212 of this
Act, is amended by striking ‘‘section
402(a)(5), 402(a)(7)’’ and inserting ‘‘section
402(c)’’.

(6) Paragraph (20) of section 401(a) is
amended by striking ‘‘qualified total dis-
tribution described in section
402(a)(5)(E)(i)(I)’’ and inserting ‘‘distribution
to a distributee on account of a termination
of the plan of which the trust is a part, or in
the case of a profit-sharing or stock bonus
plan, a complete discontinuance of contribu-
tions under such plan’’.

(7) Subparagraph (B) of section 401(a)(28)
(relating to coordination with distribution
rules) is amended by striking clause (v).

(8) Subclause (IV) of section 401(k)(2)(B)(i)
is amended by striking ‘‘section 402(a)(8)’’
and inserting ‘‘section 402(e)(3)’’.

(9) Clause (ii) of section 401(k)(10)(B) (relat-
ing to distributions that must be lump-sum
distributions) is amended to read as follows:

‘‘(ii) LUMP-SUM DISTRIBUTION.—For pur-
poses of this subparagraph, the term ‘lump-
sum distribution’ means any distribution of
the balance to the credit of an employee im-
mediately before the distribution.’’

(10) Paragraph (1) of section 402(g) is
amended by striking ‘‘subsections (a)(8)’’ and
inserting ‘‘subsections (e)(3)’’.

(11) Subsection (i) of section 402 is amended
by striking ‘‘, except as otherwise provided
in subparagraph (A) of subsection (e)(4)’’.

(12) Subsection (j) of section 402 is hereby
repealed.

(13)(A) Clause (i) of section 403(a)(4)(A) is
amended by inserting ‘‘in an eligible rollover
distribution’’ before the comma at the end
thereof.

(B) Subparagraph (B) of section 403(a)(4) is
amended to read as follows:

‘‘(B) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of section 402(c)
shall apply for purposes of subparagraph
(A).’’

(14)(A) Clause (i) of section 403(b)(8)(A) is
amended by inserting ‘‘in an eligible rollover
distribution’’ before the comma at the end
thereof.

(B) Paragraph (8) of section 403(b) is
amended by striking subparagraphs (B), (C),
and (D) and inserting the following:

‘‘(B) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (2),
(3), (4), (5), (6), and (7) of section 402(c) shall
apply for purposes of subparagraph (A).’’

(15) Subsection (c) of section 406 (relating
to termination of status as deemed employee
not to be treated as separation from service
for purposes of limitation of tax) is hereby
repealed.

(16) Subsection (c) of section 407 (relating
to termination of status as deemed employee
not to be treated as separation from service
for purposes of limitation of tax) is hereby
repealed.

(17) Paragraph (1) of section 408(a) is
amended by striking ‘‘section 402(a)(5),
402(a)(7)’’ and inserting ‘‘section 402(c)’’.

(18) Clause (ii) of section 408(d)(3)(A) is
amended by striking ‘‘of a qualified total
distribution (as defined in section
402(a)(5)(E)(i))’’ and inserting ‘‘(as defined in
section 402(c)(1))’’.

(19) Clause (ii) of section 408(d)(3)(A) is
amended—

(A) by striking ‘‘the entire amount re-
ceived (including money and any other prop-
erty) represents the entire amount in the ac-
count or the entire value of the annuity
and’’, and

(B) by striking ‘‘the entire amount there-
of’’ and inserting ‘‘the entire amount re-
ceived (including money and any other prop-
erty)’’.

(20) Subparagraph (B) of section 408(d)(3)
(relating to limitations) is amended by strik-
ing the second sentence thereof.

(21) Subparagraph (F) of section 408(d)(3)
(relating to frozen deposits) is amended by
striking ‘‘section 402(a)(6)(H)’’ and inserting
‘‘section 402(c)(7)’’.

(22) Subclause (I) of section 414(n)(5)(C)(iii)
is amended by striking ‘‘section 402(a)(8)’’
and inserting ‘‘section 402(e)(3)’’.

(23) Paragraph (2) of section 414(s) (relating
to employer may elect to treat certain defer-
rals as compensation) is amended by striking
‘‘402(a)(8)’’ and inserting ‘‘402(e)(3)’’.

(24) Subparagraph (A) of section 415(b)(2)
(relating to annual benefit in general) is
amended by striking ‘‘sections 402(a)(5)’’ and
inserting ‘‘sections 402(c)’’.

(25) Subparagraph (B) of section 415(b)(2)
(relating to adjustment for certain other
forms of benefit) is amended by striking
‘‘sections 402(a)(5)’’ and inserting ‘‘sections
402(c)’’.

(26) Paragraph (2) of section 415(c) (relating
to annual addition) is amended by striking
‘‘sections 402(a)(5)’’ and inserting ‘‘sections
402(c)’’.

(27) Clause (i) of section 457(c)(2)(B) is
amended by striking ‘‘section 402(a)(8)’’ and
inserting ‘‘section 402(e)(3)’’.

(28) Subsection (c) of section 691 (relating
to coordination with section 402(e)) is
amended by striking paragraph (5).

(29) Subparagraph (B) of section 871(a)(1)
(relating to income other than capital gains)
is amended by striking ‘‘402(a)(2), 403(a)(2),
or’’.

(30) Paragraph (1) of section 871(b) (relating
to imposition of tax) is amended by striking
‘‘section 1, 55, or 402(e)(1)’’ and inserting
‘‘section 1 or 55’’.

(31) Paragraph (1) of section 871(k) is
amended by striking ‘‘section 402(a)(4)’’ and
inserting ‘‘section 402(e)(2)’’.

(32) Subsection (b) of section 877 (relating
to alternative tax) is amended by striking
‘‘section 1, 55, or 402(e)(1)’’ and inserting
‘‘section 1 or 55’’.

(33) Subsection (b) of section 1441 (relating
to income items) is amended by striking
‘‘section 402(a)(2), 403(a)(2), or’’.

(34) Paragraph (5) of section 1441(c) (relat-
ing to special items) is amended by striking
‘‘section 402(a)(2), 403(a)(2), or’’.

(35) Subparagraph (A) of section 3121(v)(1)
is amended by striking ‘‘section 402(a)(8)’’
and inserting ‘‘section 402(e)(3)’’.

(36) Subparagraph (A) of section 3306(r)(1)
is amended by striking ‘‘section 402(a)(8)’’
and inserting ‘‘section 402(e)(3)’’.

(37) Subsection (a) of section 3405 is amend-
ed by striking ‘‘PENSIONS, ANNUITIES, ETC.—
’’ from the heading thereof and inserting
‘‘PERIODIC PAYMENTS.—’’.

(38) Subsection (b) of section 3405 (relating
to nonperiodic distribution) is amended—

(A) by striking ‘‘the amount determined
under paragraph (2)’’ from paragraph (1)
thereof and inserting ‘‘an amount equal to 10
percent of such distribution’’ and

(B) by striking paragraph (2) (relating to
amount of withholding) and redesignating
paragraph (3) as paragraph (2).

(39) Paragraph (4) of section 3405(d) (relat-
ing to qualified total distributions) is hereby
repealed.

(40) Paragraph (8) of section 3405(d) (relat-
ing to maximum amounts withheld) is
amended to read as follows:

‘‘(8) MAXIMUM AMOUNT WITHHELD.—The
maximum amount to be withheld under this
section on any designated distribution shall
not exceed the sum of the amount of money
and the fair market value of other property
received in the distribution.’’

(41) Subparagraph (A) of section 4973(b)(1)
is amended by striking ‘‘sections 402(a)(5),
402(a)(7)’’ and inserting ‘‘sections 402(c)’’.

(42) Paragraph (4) of section 4980A(c) is
amended to read as follows:

‘‘(4) ONE-TIME ELECTION FOR CERTAIN DIS-
TRIBUTIONS.—A taxpayer may elect to deter-
mine the excess distributions as defined in
paragraph (1) for a calendar year by mul-
tiplying the limitation in paragraph (1) by 5
times the amount of such limitation without
regard to this subparagraph. Not more than
one election may be made under this para-
graph with respect to any taxpayer.’’

(43) Subparagraph (C) of section 7701(j)(1) is
amended by striking ‘‘section 402(a)(8)’’ and
inserting ‘‘section 402(e)(3)’’.

(d) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amendments
made by this section shall apply to taxable
years beginning after December 31, 1991.

(2) SPECIAL RULE FOR CERTAIN DISTRIBU-
TIONS.—Distributions made before February
1, 1992 shall be taxed in accordance with the
provisions of sections 101(b) and 402 of the In-
ternal Revenue Code of 1986 as in effect prior
to the amendments made by this section.

(3) TERMINATION OF PRIOR TRANSITIONAL
RULES.—Paragraph (5) of section 1122(h) of
the Tax Reform Act of 1986 shall not apply to
any amount distributed after December 31,
1996.

(4) 5-YEAR PHASE-OUT OF PRIOR TRANSI-
TIONAL RULES.—

(A) In the case of any lump distribution in
any taxable year beginning after December
31, 1991 and before January 1, 1997, paragraph
(5) of section 1122(h) of the Tax Reform Act
of 1986 shall apply to the phase-out percent-
age of any lump sum distribution which
would have been eligible for the election of
those provisions.

(B) For purposes of this paragraph.—

In the case of dis-
tributions during The phase-out
calendar year: percentage is:

1992 ........................ 100
1993 ........................ 70
1994 ........................ 35
1995 ........................ 20
1996 ........................ 10

VerDate 14-MAY-98 03:24 Jun 20, 1998 Jkt 047700 PO 00000 Frm 00103 Fmt 9634 Sfmt 0634 E:\JOURNAL\02DAY2.018 atx006



JOURNAL OF THE

104

FEBRUARY 26T18.10
SEC. 352. SIMPLIFIED METHOD FOR TAXING AN-

NUITY DISTRIBUTIONS UNDER CER-
TAIN EMPLOYER PLANS.

(a) GENERAL RULE.—Subsection (d) of sec-
tion 72 (relating to annuities; certain pro-
ceeds of endowment and life insurance con-
tracts) is amended to read as follows:

‘‘(d) SPECIAL RULES FOR QUALIFIED EM-
PLOYER RETIREMENT PLANS.—

‘‘(1) SIMPLIFIED METHOD OF TAXING ANNUITY
PAYMENTS.—

‘‘(A) IN GENERAL.—In the case of any
amount received as an annuity under a
qualified employer retirement plan—

‘‘(i) subsection (b) shall not apply, and
‘‘(ii) the investment in the contract shall

be recovered as provided in this paragraph.
‘‘(B) METHOD OF RECOVERING INVESTMENT IN

CONTRACT.—
‘‘(i) IN GENERAL.—Gross income shall not

include so much of any monthly annuity
payment under a qualified employer retire-
ment plan as does not exceed the amount ob-
tained by dividing—

‘‘(I) the investment in the contract (as of
the annuity starting date), by

‘‘(II) the number of anticipated payments
determined under the table contained in
clause (iii) (or, in the case of a contract to
which subsection (c)(3)(B) applies, the num-
ber of monthly annuity payments under such
contract).

‘‘(ii) CERTAIN RULES MADE APPLICABLE.—
Rules similar to the rules of paragraphs (2)
and (3) of subsection (b) shall apply for pur-
poses of this paragraph.

‘‘(iii) NUMBER OF ANTICIPATED PAYMENTS.—
‘‘If the age of the

primary annuitant The number of
on the annuity anticipated
starting: payments is:

Not more than 55 ..................... 300
More than 55 but not more

than 60.
260

More than 60 but not more
than 65.

240

More than 65 but not more
than 70.

170

More than 70 ............................ 120

‘‘(C) ADJUSTMENT FOR REFUND FEATURE NOT
APPLICABLE.—For purposes of this paragraph,
investment in the contract shall be deter-
mined under subsection (c)(1) without regard
to subsection (c)(2).

‘‘(D) SPECIAL RULE WHERE LUMP SUM PAID IN
CONNECTION WITH COMMENCEMENT OF ANNUITY
PAYMENTS.—If in connection with the com-
mencement of annuity payments under any
qualified employer plan the taxpayer re-
ceives a lump sum payment—

‘‘(i) such payment shall be taxable under
subsection (e) as if received before the annu-
ity starting date, and

‘‘(ii) the investment in the contract for
purposes of this paragraph shall be deter-
mined as if such payment had been so re-
ceived.

‘‘(E) EXCEPTION.—This paragraph shall not
apply in any case where the primary annu-
itant has attained age 75 on the annuity
starting date unless there are fewer than 5
years of guaranteed payments under the an-
nuity.

‘‘(F) ADJUSTMENT WHERE ANNUITY PAY-
MENTS NOT ON MONTHLY BASIS.—In any case
where the annuity payments are not made
on a monthly basis, appropriate adjustments
in the application of this paragraph shall be
made to take into account the period on the
basis of which such payments are made.

‘‘(G) QUALIFIED EMPLOYER RETIREMENT
PLAN.—For purposes of this paragraph, the
term ‘qualified employer retirement plan’
means any plan or contract described in
paragraph (1), (2), or (3) of section 4974(c).

‘‘(2) TREATMENT OF EMPLOYEE CONTRIBU-
TIONS UNDER DEFINED CONTRIBUTION PLANS.—
For purposes of this section, employee con-

tributions (and any income allocable there-
to) under a defined contribution plan may be
treated as a separate contract.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply in cases
where the annuity starting date is on or
after February 1, 1992.
SEC. 353. REQUIREMENT THAT QUALIFIED PLANS

INCLUDE OPTIONAL TRUSTEE-TO-
TRUSTEE TRANSFERS OF ELIGIBLE
ROLLOVER DISTRIBUTIONS.

‘‘(a) GENERAL RULE.—Subsection (a) of sec-
tion 401 (relating to requirements for quali-
fication) is amended by inserting after para-
graph (30) the following new paragraph:

‘‘(31) OPTIONAL DIRECT TRANSFER OR ELIGI-
BLE ROLLOVER DISTRIBUTIONS.—

‘‘(A) IN GENERAL.—A trust shall not con-
stitute a qualified trust under this section
unless the plan of which such trust is a part
provides that if the distributee of any eligi-
ble rollover distribution—

‘‘(i) elects to have such distribution paid
directly to an eligible retirement plan, and

‘‘(ii) specifies the eligible retirement plan
to which such distribution is to be paid (in
such form and at such time as the plan ad-
ministrator may prescribe),
such distribution shall be made in the form
of a direct trustee-to-trustee transfer to the
eligible retirement plan so specified.

‘‘(B) LIMITATION.—Subparagraph (A) shall
apply only to the extent that the eligible
rollover distribution would be includible in
gross income if not transferred as provided
in subparagraph (A) (determined without re-
gard to sections 402(c) and 403(a)(4)).

‘‘(C) ELIGIBLE ROLLOVER DISTRIBUTION.—
For purposes of this paragraph, the term ‘eli-
gible rollover distribution’ has the meaning
given such term by section 402(f)(2)(A).

‘‘(D) ELIGIBLE RETIREMENT PLAN.—For pur-
poses of this paragraph, the term ‘eligible re-
tirement plan’ has the meaning given such
term by section 402(c)(8)(B), except that a
qualified trust shall be considered an eligible
retirement plan only if it is a defined con-
tribution plan, the terms of which permit
the acceptance of rollover distributions.’’

(b) EMPLOYEE’S ANNUITIES.—Paragraph (2)
of section 404(a) (relating to employee’s an-
nuities) is amended by striking ‘‘and (27)’’
and inserting ‘‘(27), and (31)’’.

(c) EXCLUSION FROM INCOME.—
(1) QUALIFIED TRUSTS.—Subsection (e) of

section 402 (relating to taxability of bene-
ficiary of employees’ trust), as amended by
section 351 of this Act, is amended by adding
at the end the following new paragraph:

‘‘(4) DIRECT TRUSTEE-TO-TRUSTEE TRANS-
FERS.—Any amount transferred in a direct
trustee-to-trustee transfer in accordance
with section 401(a)(31) shall not be includible
in gross income for the taxable year of such
transfer.’’

‘‘(2) EMPLOYEE ANNUITIES.—Subsection (a)
of section 403 is amended by adding at the
end thereof the following new paragraph:

‘‘(5) DIRECT TRUSTEE-TO-TRUSTEE TRANS-
FER.—Any amount transferred in a direct
trustee-to-trustee transfer in accordance
with section 401(a)(31) shall not be includible
in gross income for the taxable year of such
transfer.’’

(d) WRITTEN EXPLANATION.—Paragraph (1)
of section 402(f) (as amended by section 351 of
this Act) is amended to read as follows:

‘‘(1) IN GENERAL.—The plan administrator
of any plan shall, before making an eligible
rollover distribution, provide a written ex-
planation to the recipient of—

‘‘(A) the optional direct transfer provisions
provided pursuant to section 401(a)(31), and

‘‘(B) the provisions under which such dis-
tribution will not be subject to tax if trans-
ferred to an eligible retirement plan within
60 days after the date on which the recipient
received the distribution.’’

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to distribu-
tions in plan years beginning on or after
February 1, 1992.
SEC. 354. SALARY REDUCTION ARRANGEMENTS

OF SIMPLIFIED EMPLOYEE PEN-
SIONS.

(a) SALARY REDUCTION ARRANGEMENTS.—
(1) IN GENERAL.—Paragraph (6) of section

408(k) (relating to salary reduction arrange-
ments) is amended to read as follows:

‘‘(6) EMPLOYEE MAY ELECT SALARY REDUC-
TION ARRANGEMENT.—

‘‘(A) QUALIFIED ARRANGEMENTS.—A sim-
plified employee pension shall not fail to
meet the requirements of this subsection for
a year merely because, under the terms of
the pension, the employees may participate
in a qualified salary reduction arrangement.

‘‘(B) CERTAIN EMPLOYERS NOT ELIGIBLE.—
This paragraph shall not apply with respect
to any year in the case of a simplified em-
ployee pension maintained by an employer
with more than 100 employees who were eli-
gible to participate (or would have been re-
quired to be eligible to participate if a pen-
sion was maintained) at any time during the
preceding year.

‘‘(C) QUALIFIED SALARY REDUCTION AR-
RANGEMENT.—For purposes of this paragraph,
the term ‘qualified salary reduction arrange-
ment’ means a written arrangement of an el-
igible employer which meets the require-
ments of subparagraphs (D), (E), and (F) and
under which—

‘‘(i) an employee may elect to have the em-
ployer make payments—

‘‘(I) as elective employer contributions to
the simplified employee pension on behalf of
the employee, or

(II) to the employee directly in cash,
‘‘(ii) the amount which an employee may

elect under clause (i) for any year may not
exceed a total of $3,000 for any year.
An arrangement meets the requirements of
clause (ii) only if, under the arrangement,
the employer may not place a limit on the
percentage of compensation an employee
may elect to contribute.

‘‘(D) NONELECTIVE CONTRIBUTIONS.—An ar-
rangement meets the requirements of this
subparagraph only if, under the arrange-
ment, the employer is required (without re-
gard to whether the employee makes an elec-
tive contribution) to make a contribution to
the simplified employee pension on behalf of
each employee eligible to participate for the
year in an amount equal to 1 percent of the
employee’s compensation (not in excess of
$100,000) for the year.

‘‘(E) ARRANGEMENT MAY BE ONLY PLAN OF
EMPLOYER.—

‘‘(i) IN GENERAL.—An arrangement shall
not be treated as a qualified salary reduction
arrangement for any year if the employer (or
any predecessor employer) maintained a
qualified plan with respect to which con-
tributions were made, or amounts were ac-
crued, for any year in the period beginning
with the year such arrangement became ef-
fective and ending with the year for which
the determination is being made.

‘‘(ii) SERVICE CREDIT.—A qualified plan
maintained by an employer shall provide
that, in computing the accrued benefit of
any employee, no credit shall be given with
respect to any year for which such employee
was eligible to participate in a qualified sal-
ary reduction arrangement of such employer.

‘‘(F) RULES RELATING TO MATCHING CON-
TRIBUTIONS.—

‘‘(i) IN GENERAL.—An arrangement meets
the requirements of this subparagraph only
if, under the arrangement, the employer is
required to make a matching contribution
described in subparagraph (F)(ii) to the sim-
plified employee pension on behalf of each
employee that makes elective contributions
under subparagraph (C)(i)(I).
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‘‘(ii) RATES OF MATCHING CONTRIBUTIONS.—

The level of an employer’s matching con-
tribution—

‘‘(I) shall equal as much of the employee’s
elective contribution as does not exceed 3
percent of the employee’s compensation,
plus

‘‘(II) an amount equal to 50 percent of the
employee’s elective contribution that ex-
ceeds 3 percent of the employee’s compensa-
tion and is not greater than 5 percent of the
employee’s compensation.

‘‘(G) QUALIFIED PLAN.—For purposes of this
paragraph, the term ‘qualified plan’ means a
plan, contract, pension, or trust described in
subparagraph (A) or (B) of section 219(g)(5).

‘‘(H) COMPENSATION.—For purposes of this
paragraph, the term compensation has the
same meaning as in section 414(q)(5).’’

(2) CONFORMING CHANGES.—Subparagraph
(B) of section 408(k)(7) is amended by strik-
ing ‘‘paragraph (2)(C)’’ and inserting ‘‘para-
graphs (2)(C) and (6)(H)’’.

(b) COST-OF-LIVING ADJUSTMENTS.—Para-
graph (8) of section 408(k) is amended to read
as follows:

‘‘(8) COST-OF-LIVING ADJUSTMENTS.—
‘‘(A) IN GENERAL.—The Secretary shall ad-

just each of the following amounts at the
same time and in the same manner as under
section 415(d):

‘‘(i) The $300 amount in paragraph (2)(C).
‘‘(ii) The $200,000 amount in paragraph

(3)(C).
‘‘(iii) The $3,000 amount in paragraph

(6)(C)(ii).
‘‘(iv) The $100,000 amount in paragraph

(6)(D)(i).
‘‘(B) EXCEPTIONS.—
‘‘(i) COORDINATION WITH SECTION 401(A)(17).—

The amount described in clause (ii) of sub-
paragraph (A) (as adjusted under such sub-
paragraph) shall not exceed 100 percent of
the amount in effect under section 401(a)(17).

‘‘(ii) BASE PERIOD.—The base period taken
into account under section 415(d) for the
amounts described in clauses (iii) and (iv) of
subparagraph (A) shall be the calendar quar-
ter beginning October 1, 1991.’’

(c) REPORTING REQUIREMENTS.—Subsection
(1) of section 408 is amended—

(1) by striking ‘‘(1) SIMPLIFIED EMPLOYER
REPORTS.—An’’ and inserting the following:

‘‘(1) SIMPLIFIED EMPLOYER REPORTS.—
‘‘(1) IN GENERAL.—An’’,
(2) by moving the text of such subsection 2

ems to the right, and
(3) adding at the end thereof the following

new paragraph:
‘‘(2) QUALIFIED SALARY REDUCTION AR-

RANGEMENTS UNDER SIMPLIFIED EMPLOYEE
PENSIONS.—

‘‘(A) IN GENERAL.—The employer maintain-
ing any simplified employee pension estab-
lished pursuant to a qualified salary reduc-
tion arrangement under subsection (k)(6)
shall each year prepare, and provide to each
employee eligible to participate in the ar-
rangement, a description containing the fol-
lowing information:

‘‘(i) The name and address of the employer
and the trustee.

‘‘(ii) The requirements for eligibility for
participation.

‘‘(iii) The benefits provided with respect to
the arrangement.

‘‘(iv) The time and method of making elec-
tions with respect to the arrangement.

‘‘(v) The procedures for, and effects of,
withdrawals from the arrangement.

‘‘(B) TIME REPORT PROVIDED.—The descrip-
tion under subparagraph (A) for any year
shall be provided to each employee during
the 30-day period preceding the first date
during such year on which the employee may
make an election with respect to the ar-
rangement.’’

(d) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to years beginning
after December 31, 1991.

(2) TRANSITION RULE.—The amendments
made by this section shall not apply to a
simplified employee pension which was in ef-
fect on the date of the enactment of this Act
and which maintained a salary reduction ar-
rangement on such date, unless the employer
elects to have such amendments apply for
any year and all subsequent years.
SEC. 355. TAX EXEMPT ORGANIZATIONS ELIGIBLE

UNDER SECTION 401(k).
(a) GENERAL RULE.—Subparagraph (B) of

section 401(k)(4) is amended to read as fol-
lows:

‘‘(B) STATE AND LOCAL GOVERNMENTS NOT
ELIGIBLE.—A cash and deferred arrangement
shall not be treated as a qualified cash and
deferred arrangement if it is part of a plan
maintained by a State or local government
or political subdivision thereof, or any agen-
cy or instrumentality thereof. This subpara-
graph shall not apply to a rural cooperative
plan.’’

(b) EFFECTIVE DATES.—The amendment
made by this section shall apply to plan
years beginning on or after February 1, 1992.
SEC. 356. DUTIES OF SPONSORS OF CERTAIN

PROTOTYPE PLANS.
(a) IN GENERAL.—The Secretary of the

Treasury may, as a condition of sponsorship,
prescribe rules defining the duties and re-
sponsibilities of sponsors of master and pro-
totype plans, regional prototype plans, and
other Internal Revenue Service preapproved
plans.

(b) DUTIES RELATING TO PLAN AMENDMENT,
NOTIFICATION OF ADOPTERS, AND PLAN ADMIN-
ISTRATION.—The duties and responsibilities
referred to in subsection (a) may include—

(1) the maintenance of lists of persons
adopting the sponsor’s plans, including the
updating of such lists not less frequently
than annually,

(2) the furnishing of notices at least annu-
ally to such persons and to the Secretary or
his delegate, in such form and at such time
as the Secretary shall prescribe,

(3) duties relating to administrative serv-
ices to such persons in the operation of their
plans,

(4) other duties that the Secretary consid-
ers necessary to ensure that—

(A) the master and prototype, regional pro-
totype, and other preapproved plans of
adopting employers are timely amended to
meet the requirements of the Internal Reve-
nue Code of 1986 or of any rule or regulation
of the Secretary, and

(B) adopting employers receive timely no-
tification of amendments and other actions
taken by sponsors with respect to their
plans.
SEC. 357. SIMPLIFICATION OF NONDISCRIMINA-

TION TESTS APPLICABLE UNDER
SECTIONS 401(k) AND 401(m).

(a) CASH OR DEFERRED ARRANGEMENTS.—
(1) IN GENERAL.—Paragraph (3) of section

401(k) (relating to application of participa-
tion and discrimination standards) is amend-
ed by redesignating subparagraphs (C) and
(D) as subparagraphs (D) and (E), respec-
tively, and by striking subparagraphs (A)
and (B) and inserting the following:

‘‘(A) IN GENERAL.—A cash or deferred ar-
rangement shall not be treated as a qualified
cash or deferred arrangement unless—

‘‘(i) those employees eligible to benefit
under the arrangement satisfy the provisions
of section 410(b)(1),

‘‘(ii) the actual deferral percentage of each
eligible highly compensated employee for
the plan year does not exceed 200 percent of
the average deferral percentage of nonhighly
compensated employees for the preceding
plan year, and

‘‘(iii) the actual deferral percentage of
each eligible highly compensated employee

for the plan year does not exceed the average
deferral percentage of nonhighly com-
pensated employees for the preceding plan
year by more than 3 percentage points.

‘‘(B) DEFERRAL PERCENTAGES.—For pur-
poses of this paragraph—

‘‘(i) ACTUAL DEFERRAL PERCENTAGE.—The
actual deferral percentage of any employee
for a plan year is the percentage which—

‘‘(I) the amount of employer contributions
actually paid over to the trust on behalf of
such employee for such plan year, is of

‘‘(II) the employee’s compensation for such
plan year.

‘‘(ii) AVERAGE DEFERRAL PERCENTAGE OF
NONHIGHLY COMPENSATED EMPLOYEES.—The
average deferral percentage of nonhighly
compensated employees for any plan year is
the average of the actual deferral percent-
ages for such plan year of all eligible em-
ployees other than highly compensated em-
ployees.

‘‘(C) SPECIAL RULES.—
‘‘(i) ELECTION TO USE AVERAGE DEFERRAL

PERCENTAGE FOR HIGHLY COMPENSATED EM-
PLOYEE.—A plan may provide that in lieu of
satisfying the requirements of clauses (ii)
and (iii) of subparagraph (3)(A), a cash or de-
ferred arrangement may be a qualified cash
or deferred arrangement if the average defer-
ral percentage for eligible highly com-
pensated employees for such year bears a re-
lationship to the average deferral percentage
of nonhighly compensated employees for the
preceding plan year which meets either of
the following tests:

‘‘(I) The average deferral percentage for
the group of eligible highly compensated em-
ployees is not more than the average deferral
percentage for nonhighly compensated em-
ployees for the preceding plan year multi-
plied by 1.25.

‘‘(II) The excess of the average deferral
percentage for the group of eligible highly
compensated employees over the average de-
ferral percentage for nonhighly compensated
employees for the preceding plan year is not
more than 2 percentage points, and the aver-
age deferral percentage for the group of eli-
gible highly compensated employees is not
more than the average deferral percentage
for nonhighly compensated employees for
the preceding plan year multiplied by 2.
The average deferral percentage for the
group of eligible highly compensated em-
ployees is the average of the actual deferral
percentages for such plan year of all eligible
highly compensated employees.

‘‘(ii) SPECIAL RULE FOR FIRST PLAN YEAR.—
In the case of the first plan year of any plan,
the amount taken into account as the aver-
age deferral percentage of nonhighly com-
pensated employees for the preceding plan
year shall be—

‘‘(I) 3 percent, or
‘‘(II) if the employer makes an election

under this subclause, the average deferral
percentage of nonhighly compensated em-
ployees determined for such first plan year.

‘‘(iii) AGGREGATION OF PLANS.—If 2 or more
plans which include cash or deferred arrange-
ments are considered as 1 plan for purposes
of section 401(a)(4) or 410(b), the cash or de-
ferred arrangements included in such plans
shall be treated as 1 arrangement for pur-
poses of this paragraph. If any highly com-
pensated employee is a participant under 2
or more cash or deferred arrangements of the
employer, for purposes of determining the
actual deferral percentage with respect to
such employee, all such cash or deferred ar-
rangements shall be treated as 1 cash or de-
ferred arrangement.

‘‘(iv) RULES RELATING TO ELECTION.—
‘‘(I) IN GENERAL.—The election to use the

average deferral percentage pursuant to sub-
paragraph (C) shall be made, if at all, with
respect to the first plan year of the plan (or,
if later, the first plan year beginning after
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February 1, 1992) and, once made, shall be ir-
revocable.

‘‘(II) CONSISTENCY REQUIREMENT.—The elec-
tion to use the average contribution percent-
age pursuant to section 401(m)(3)(C)(i) will be
treated as an election to use the average de-
ferral percentage pursuant to subparagraph
(C)(i).’’

(2) DISTRIBUTION OF EXCESS CONTRIBU-
TIONS.—Paragraph (8) of section 401(k) is
amended by striking subparagraphs (A), (B),
and (C), and inserting the following:

‘‘(A) IN GENERAL.—A cash or deferred ar-
rangement shall not be treated as failing to
meet the requirements of clauses (ii) and (iii)
of paragraph (3)(A) (or clause (i) of paragraph
(3)(C)) for any plan year if, with respect to
each highly compensated employee having
excess contributions for such plan year, the
amount of such excess contributions (and
any income allocable to such contributions)
is distributed to such employee before the
close of the following plan year. Any dis-
tribution of excess contributions (and in-
come) may be made without regard to any
other provision of law.

‘‘(B) EXCESS CONTRIBUTIONS.—For purposes
of subparagraph (A), the term ‘excess con-
tributions’ means, with respect to any high-
ly compensated employee for any plan year,
the excess of—

‘‘(i) the aggregate amount of employer con-
tributions actually paid over to the trust on
behalf of such employee for such plan year,
over

‘‘(ii) the maximum amount of such con-
tributions permitted under the limitations of
paragraph (3).

‘‘(C) PLANS THAT UTILIZE AVERAGING OP-
TION.—A plan that elects to use the average
deferral percentage for highly compensated
employees as provided in paragraph (3)(C)(i)
must determine the maximum amount of
contributions permitted under the limits of
paragraph (3)(C)(i) by reducing the contribu-
tions made on behalf of highly compensated
employees in order of the actual deferral per-
centages beginning with the highest of such
percentages and distribute the excess con-
tributions to the highly compensated em-
ployees on the basis of the respective por-
tions of the excess contributions attrib-
utable to each such employee. To the extent
permitted by regulations, an employee may
elect to treat the amount of excess contribu-
tions as an amount distributed to the em-
ployee and then contributed by the employee
to the plan.’’

(b) NONDISCRIMINATION TEST FOR MATCHING
CONTRIBUTIONS AND EMPLOYEE CONTRIBU-
TIONS.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 401(m)(2) (relating to contribution per-
centage requirement) is amended to read as
follows:

‘‘(A) CONTRIBUTION PERCENTAGE REQUIRE-
MENT.—A plan meets the contribution per-
centage requirement of this paragraph for
any plan year only if—

‘‘(i) the actual contribution percentage of
each eligible highly compensated employee
for such plan year does not exceed 200 per-
cent of the average contribution percentage
of nonhighly compensated employees for the
preceding plan year, and

‘‘(ii) the actual contribution percentage of
each eligible highly compensated employee
for the plan year does not exceed the average
contribution percentage of nonhighly com-
pensated employees for the preceding plan
year by more than 3 percentage points.’’

(2) CONTRIBUTION PERCENTAGES.—Paragraph
(3) of section 401(m) is amended to read as
follows:

‘‘(3) CONTRIBUTION PERCENTAGES.—For pur-
poses of this subsection—

‘‘(A) ACTUAL CONTRIBUTION PERCENTAGE.—
The actual contribution percentage of any

employee for any plan year is the percentage
which—

‘‘(i) the sum of the matching contributions
and employee contributions paid under the
plan on behalf of such employee for such
plan year, is of

‘‘(ii) such employee’s compensation (within
the meaning of section 414(s)) for such plan
year.

‘‘(B) AVERAGE CONTRIBUTION PERCENTAGE

OF NONHIGHLY COMPENSATED EMPLOYEES.—
The average contribution percentage of non-
highly compensated employees for any plan
year is the average of the actual contribu-
tion percentages for such plan year of all eli-
gible employees other than highly com-
pensated employees.

‘‘(C) SPECIAL RULES.—
‘‘(i) ELECTION TO USE AVERAGE CONTRIBU-

TION PERCENTAGE FOR HIGHLY COMPENSATED
EMPLOYEE.—A plan may provide that in lieu
of satisfying the requirements of paragraph
(2)(A), a plan meets the contribution require-
ment of this section if the average contribu-
tion percentage for eligible highly com-
pensated employees for such year bears a re-
lationship to the average contribution per-
centage of nonhighly compensated employ-
ees for the preceding plan year which meets
either of the following tests:

‘‘(I) The average contribution percentage
for the group of eligible highly compensated
employees is not more than the average con-
tribution percentage for nonhighly com-
pensated employees for the preceding plan
year multiplied by 1.25.

‘‘(II) The excess of the average contribu-
tion percentage for the group of eligible
highly compensated employees over the av-
erage contribution percentage for nonhighly
compensated employees for the preceding
plan year is not more than 2 percentage
points, and the average contribution per-
centage for the group of eligible highly com-
pensated employees is not more than the av-
erage contribution percentage for nonhighly
compensated employees for the preceding
plan year multiplied by 2.
The average contribution percentage for the
group of eligible highly compensated em-
ployees is the average of the actual contribu-
tion percentages for such plan year of all eli-
gible highly compensated employees.

‘‘(ii) CERTAIN CONTRIBUTIONS MAY BE TAKEN
INTO ACCOUNT.—Under regulations, an em-
ployer may elect to take into account under
subparagraph (A)(i) elective deferrals and
qualified nonelective contributions under
the plan or any other plan of employer. If
matching contributions are taken into ac-
count for purposes of subsection (k)(3)(A) for
any plan year, such contributions shall not
be taken into account under paragraph (2)
for such plan year.

‘‘(iii) SPECIAL RULE FOR FIRST PLAN YEAR.—
Rules similar to the rules of subsection
(k)(3)(C)(ii) shall apply for purposes of this
subsection.

‘‘(iv) RULES RELATING TO ELECTIONS.—
‘‘(I) IN GENERAL.—The election to use the

average contribution percentage pursuant to
subparagraph (C) shall be made, if at all,
with respect to the first plan year of the plan
(or, if later, the first plan year beginning
after February 1, 1992) and, once made, shall
be revocable only with the consent of the
Commissioner.

‘‘(II) CONSISTENCY REQUIREMENT.—The elec-
tion to use the average deferral percentage
pursuant to section 401(k)(3)(C)(i) will be
treated as an election to use the average
contribution percentage pursuant to sub-
paragraph (C)(i).’’

(3) DISTRIBUTION OF EXCESS AGGREGATE CON-
TRIBUTIONS.—Paragraph (6) of section 401(m)
is amended—

(A) by striking subparagraphs (A) and (B)
and inserting the following:

‘‘(A) IN GENERAL.—A plan shall not be
treated as failing to meet the requirements
of paragraph (1) for any plan year if, with re-
spect to each highly compensated employee
having excess aggregate contributions for
such plan year, the amount of such excess
aggregate contributions (and any income al-
locable to such contributions) is distributed
to such employee before the close of the fol-
lowing plan year (or, if forfeitable, is for-
feited). Any distribution of excess aggregate
contributions (and income) may be made
without regard to any other provision of law.

‘‘(B) EXCESS AGGREGATE CONTRIBUTIONS.—
For purposes of subparagraph (A), the term
‘excess aggregate contributions’ means, with
respect to any highly compensated employee
for any plan year, the excess of—

‘‘(i) the aggregate amount of the matching
contributions and employee contributions
(and any qualified nonelective contribution
or elective contribution taken into account
under paragraph (3)(A)(i)) actually made on
behalf of such employee for such plan year,
over

‘‘(ii) the maximum amount of such con-
tributions permitted under the limitations of
paragraph (2)(A).’’

‘‘(C) PLANS THAT UTILIZE AVERAGING OP-
TION.—A plan that elects to use the average
contribution percentage for highly com-
pensated employees as provided in paragraph
(3)(C)(i) must determine the maximum
amount of contributions permitted under the
limits of paragraph (3)(C)(i) by reducing the
contributions made on behalf of highly com-
pensated employees in order of the actual
contribution percentages beginning with the
highest of such percentages and distribute
the excess aggregate contributions to the
highly compensated employees on the basis
of the respective portions of the excess ag-
gregate contributions attributable to each
such employee. Forfeitures of excess aggre-
gate contributions may not be allocated to
participants whose contributions are reduced
under this paragraph.’’

(4) CONFORMING AMENDMENT.—Paragraph
(9) of section 401(m) is amended to read as
follows:

‘‘(9) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the purposes of this sub-
section and subsection (k), including regula-
tions permitting appropriate aggregation of
plans and contributions.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to plan
years beginning on or after February 1, 1992.
SEC. 358. DEFINITION OF HIGHLY COMPENSATED

EMPLOYEE.
(a) GENERAL RULE.—Subsection (q) of sec-

tion 414 (defining highly compensated em-
ployee) is amended to read as follows:

‘‘(q) HIGHLY COMPENSATED EMPLOYEE.—
‘‘(1) IN GENERAL.—The term ‘highly com-

pensated employee’ means any employee
who, during the year or the preceding year—

‘‘(A) was a 5-percent owner, or
‘‘(B) received compensation from the em-

ployer in excess of $50,000.
The Secretary shall adjust the $50,000
amount specified in subparagraph (B) at the
same time and in the same manner as under
section 415(d).

‘‘(2) SPECIAL RULE FOR CURRENT YEAR.—In
the case of the year for which the relevant
determination is being made, an employee
not described in subparagraph (B) of para-
graph (1) for the preceding year (without re-
gard to this paragraph) shall not be treated
as described in such subparagraph for the
year for which the determination is being
made unless such employee is a member of
the group consisting of the 100 employees
paid the highest compensation during the
year for which such determination is being
made.
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‘‘(3) 5-PERCENT OWNER.—An employee shall

be treated as a 5-percent owner for any year
if at any time during such year such em-
ployee was a 5-percent owner (as defined in
section 416(i)(1)) of the employer.

‘‘(4) SPECIAL RULE IF NO EMPLOYEE DE-
SCRIBED IN PARAGRAPH (1).—If no employee is
treated as a highly compensated employee
under paragraph (1), the employee who has
the highest compensation for the year shall
be treated as a highly compensated em-
ployee.

‘‘(5) COMPENSATION.—For purposes of this
subsection—

‘‘(A) IN GENERAL.—The term ‘compensa-
tion’ means compensation within the mean-
ing of section 415(c)(3).

‘‘(B) CERTAIN PROVISIONS NOT TAKEN INTO

ACCOUNT.—The determination under subpara-
graph (A) shall be made—

‘‘(i) without regard to sections 125,
402(e)(3), 402(h)(1)(B), and 414(h)(2), and

‘‘(ii) in the case of employer contributions
made pursuant to a salary reduction agree-
ment, without regard to sections 403(b) and
457.

‘‘(6) FORMER EMPLOYEES.—A former em-
ployee shall be treated as a highly com-
pensated employee if—

‘‘(A) such employee was a highly com-
pensated employee when such employee sep-
arated from service, or

‘‘(B) such employee was a highly com-
pensated employee at any time after attain-
ing age 55.

‘‘(7) COORDINATION WITH OTHER PROVI-
SIONS.—Subsections (b), (c), (m), (n), and (o)
shall be applied before the application of this
section.

‘‘(8) SPECIAL RULE FOR NONRESIDENT

ALIENS.—For purposes of this subsection, any
employee described in subsection (r)(9)(F)
shall not be treated as an employee.’’

(b) CONFORMING AMENDMENTS.—
(1)(A) Section 414(r) is amended by adding

at the end thereof the following new para-
graph:

‘‘(9) EXCLUDED EMPLOYEES.—For purposes
of this subsection, the following employees
shall be excluded:

‘‘(A) Employees who have not completed 6
months of service.

‘‘(B) Employees who normally work less
than 171⁄2 hours per week.

‘‘(C) Employees who normally work not
more than 6 months during any year.

‘‘(D) Employees who have not attained the
age of 21.

‘‘(E) Except to the extent provided in regu-
lations, employees who are included in a unit
of employees covered by an agreement which
the Secretary of Labor finds to be a collec-
tive bargaining agreement between employee
representatives and the employer.

‘‘(F) Employees who are nonresident aliens
and who receive no earned income (within
the meaning of section 911(d)(2)) from the
employer which constitutes income from
sources within the United States (within the
meaning of section 861(a)(3)).
Except as provided by the Secretary, the em-
ployer may elect to apply subparagraph (A),
(B), (C), or (D) by substituting a shorter pe-
riod of service, smaller number of hours or
months, or lower age for the period of serv-
ice, number of hours or months, or age (as
the case may be) specified in such subpara-
graph.’’

(B) Subparagraph (A) of section 414(r)(2) is
amended by striking ‘‘subsection (q)(8)’’ and
inserting ‘‘paragraph (9)’’.

(2) Paragraph (2) of section 414(s) is amend-
ed to read as follows:

‘‘(2) EMPLOYER MAY ELECT TO TREAT CER-
TAIN DEFERRALS AS COMPENSATION.—An em-
ployer may elect to include all of the follow-
ing amounts as compensation:

‘‘(A) Amounts not includible in the gross
income of the employee under section 125,
402(e)(3), 402(h)(1)(B), or 414(h)(2).

‘‘(B) Amounts contributed by the employer
under a salary reduction agreement and not
includible in gross income under section
403(b) or 457.’’

(3) Paragraph (17) of section 401(a) is
amended by striking the last sentence.

(4) Subsection (1) of section 404 is amended
by striking the last sentence.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to years be-
ginning on or after February 1, 1992.
SEC. 359. ELIMINATION OF SPECIAL VESTING

RULE FOR MULTIEMPLOYER PLANS.
(a) INTERNAL REVENUE CODE AMENDMENT.—

Paragraph (2) of section 411(a) (relating to
minimum vesting standards) is amended—

(1) by striking ‘‘subparagraph (A), (B), or
(C)’’ and inserting ‘‘subparagraph (A) or (B)’’;
and

(2) by striking subparagraph (C).
(b) EFFECTIVE DATE.—The amendments

made by this section shall apply to plan
years beginning on or after the earlier of—

(1) the later of—
(A) January 1, 1993, or
(B) the date on which the last of the collec-

tive bargaining agreements pursuant to
which the plan is maintained terminates (de-
termined without regard to any extension
thereof after the date of the enactment of
this Act), or

(2) January 1, 1995.
Such amendments shall not apply to any in-
dividual who does not have more than 1 hour
of service under the plan on or after the 1st
day of the 1st plan year to which such
amendments apply.

Subtitle E—Other Provisions
PART I—PROVISIONS RELATING TO

CHARITABLE CONTRIBUTIONS
SEC. 361. THE ALTERNATIVE MINIMUM TAX.

(a) REPEAL OF TAX PREFERENCE.—Sub-
section (a) of section 57 is amended by strik-
ing paragraph (6) (relating to the appreciated
property charitable deduction under the al-
ternative minimum tax) and by redesignat-
ing paragraph (7) as paragraph (6).

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made in calendar years ending on or
after December 31, 1992.
SEC. 362. ALLOCATION AND APPORTIONMENT.

(a) APPLICATION OF SECTION 864(E)(6).—
Paragraph (6) of section 864(e) is amended by
designating the existing text as subpara-
graph (A), by inserting the heading ‘‘AFFILI-
ATED GROUP RULE’’ before the text of sub-
paragraph (A), and by adding at the end
thereof the following new subparagraph:

‘‘(B) ALLOCATION AND APPORTIONMENT OF
CHARITABLE DEDUCTIONS.—A charitable con-
tribution allowable as a deduction in com-
puting taxable income for a taxable year
shall be allocated and apportioned solely to
gross income from sources within the United
States. For purposes of the preceding sen-
tence, all members of an affiliated group
shall be treated as a single corporation.’’

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made in calendar years ending on or
after December 31, 1992.
SEC. 363. INFORMATION REPORTING OF LARGE

DONATIONS.
(a) REPORTING BY DONEES.—
(1) REPORTING REQUIREMENT.—Subpart B of

part III of subchapter A of chapter 61 is
amended by adding at the end thereof the
following new section:
‘‘SEC. 6050P. RETURNS RELATING TO CERTAIN

CHARITABLE CONTRIBUTIONS.
‘‘(a) GENERAL RULE.—The donee of any

large charitable donation shall make a re-
turn (in accordance with forms and regula-
tions prescribed by the Secretary) showing—

‘‘(1) the name, address, and TIN of the
donor,

‘‘(2) the amount of the contribution (or the
value, if the contribution is made other than
in money), and

‘‘(3) the circumstances under which the
contribution was made.

‘‘(b) LARGE CHARITABLE DONATION.—For
purposes of this section, the term ‘large
charitable donation’ means any combination
of money or value of property contributed by
an individual during the calendar year in
contributions for which a deduction could
potentially be claimed under section 170,
based on the donee’s determination that it
did not provide substantial goods or services
in exchange for the contribution, if the
amount of such contributions exceeds $500.

‘‘(c) STATEMENT TO BE FURNISHED TO DO-
NORS.—Every person making a return under
subsection (a) shall furnish a copy of such re-
turn to the donor at such time and in such
manner as the Secretary may by regulations
prescribe.

‘‘(d) EXCEPTIONS FROM FILING.—Subsection
(a) shall not apply to any organization ex-
empt from the filing requirements of section
6033 by reason of the organization’s normal
level of gross receipts, whether exempted by
section 6033(a)(2)(A)(ii) or by the Secretary
pursuant to section 6033(a)(2)(B).’’

(2) CLERICAL AMENDMENT.—The table of
sections for subpart B of part III of sub-
chapter A of chapter 61 (as amended by sec-
tion 363 of this Act) is amended by adding at
the end thereof the following new item:

‘‘Sec. 6050P. Returns relating to certain
charitable contributions.’’

(b) DENIAL OF DEDUCTION.—Except as oth-
erwise provided by regulations, no deduction
for a large charitable donation (as defined in
section 6050P of the Internal Revenue Code)
shall be allowed unless the donor includes on
the return on which such deduction is first
claimed such additional information as the
Secretary may prescribe (by form or regula-
tion).

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made on or after July 1, 1992.

PART II—OTHER PROVISIONS
SEC. 371. EXTEND MEDICARE HOSPITAL INSUR-

ANCE (HI) COVERAGE TO ALL STATE
AND LOCAL EMPLOYEES.

(a) APPLICATION OF HOSPITAL INSURANCE
TAX.—Paragraph (2) of section 3121(u) (relat-
ing to the application of the hospital insur-
ance tax to State and local employment) is
amended:

(1) by striking ‘‘subparagraphs (B) and (C)’’
and inserting ‘‘subparagraph (B)’’ in subpara-
graph (A), and

(2) by deleting subparagraphs (C) and (D).
(b) ENTITLEMENT TO HOSPITAL INSURANCE

BENEFITS.—
(1) Section 210(p) of the Social Security

Act (42 U.S.C. 410(p)) is amended:
(A) by striking ‘‘paragraphs (2) and (3)’’

and inserting ‘‘paragraph (2)’’ in paragraph
(1)(B), and

(B) by deleting paragraphs (3) and (4).
(2) Section 218(n) of the Social Security

Act (42 U.S.C. 418(n)) is repealed.
(c) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to services per-
formed after June 30, 1992.

(2) SERVICES PERFORMED BEFORE JULY 1,
1992.—If any service performed by an individ-
ual during July 1992 is medicare qualified
government employment (as defined in sec-
tion 210(p) of the Social Security Act (42
U.S.C. 410(p)), as amended by subsection (b)
of this section), the amendments made by
subsection (b) of this section shall apply to
all periods (if any) of service performed by
that individual before July 1, 1992 that would
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be medicare qualified government employ-
ment (as so defined) if performed after June
30, 1992.

(3) DISABILITY BEFORE JULY 1, 1992.—For pur-
poses of establishing entitlement to hospital
insurance benefits under part A of title
XVIII of the Social Security Act pursuant to
the amendments made by subsection (b) of
this section, no individual may be considered
to be under a disability for any period before
July 1, 1992.

(4) CONFORMING AMENDMENT.—Section
278(d)(2)(A) of the Tax Equity and Fiscal Re-
sponsibility Act of 1982, Public Law No. 97–
248, as amended by section 309(a)(11) of the
Technical Corrections Act of 1982, Public
Law No. 97–448, is amended by inserting ‘‘or
of section 371(c)(2) of the Long Term Growth
Act of 1992’’ after ‘‘subsection’’.
SEC. 372. CONFORM TAX ACCOUNTING TO FINAN-

CIAL ACCOUNTING FOR SECURITIES
DEALERS.

(a) GENERAL RULE.—Subpart D of part II of
subchapter E of chapter 1 of the Internal
Revenue Code of 1986 (relating to inven-
tories) is amended by inserting at the end
thereof the following new section:
‘‘SEC. 475. MARK TO MARKET INVENTORY METH-

OD FOR DEALERS IN STOCK OR SE-
CURITIES.

‘‘(a) GENERAL RULE.—Each stock or secu-
rity held for resale to customers in the ordi-
nary course of the taxpayer’s trade or busi-
ness at the close of the taxable year shall be
treated as sold for its fair market value on
the last business day of such taxable year
and any gain or loss shall be taken into ac-
count for that taxable year.

‘‘(b) BASIS ADJUSTMENT REQUIRED.—Proper
adjustment shall be made to the taxpayer’s
basis in each stock or security so that any
gain or loss subsequently realized is not rec-
ognized to the extent such gain or loss was
previously taken into account by reason of
subsection (a).

‘‘(c) DERIVATIVE FINANCIAL INSTRUMENTS
HELD BY DEALERS.—A taxpayer that is re-
quired by subsection (a) to treat stocks or
securities held for resale to customers in the
ordinary course of the taxpayer’s trade or
business as sold for their fair market value
on the last business day of the taxable year
shall—

‘‘(1) treat all derivative financial instru-
ments held at the close of the taxable year
as sold for their fair market value on the
last business day of the taxable year, and

‘‘(2) properly adjust the amount of gain or
loss subsequently realized for gain or loss
taken into account by reason of paragraph
(1).

‘‘(d) DEFINITIONS AND SPECIAL RULES.—For
purposes of this section—

‘‘(1) STOCK OR SECURITIES DEFINED.—The
term ‘stock or securities’ shall include stock
or securities as defined in section 851(b)(2),
1091(a), or 1236(c), and notional principal con-
tracts.

‘‘(2) DEALERS OR TRADERS IN NOTIONAL PRIN-
CIPAL CONTRACTS.—A dealer or trader in no-
tional principal contracts shall be treated as
holding such contracts for resale to cus-
tomers in the ordinary course of its trade or
business.

‘‘(3) DERIVATIVE FINANCIAL INSTRUMENTS
DEFINED.—The term ‘derivative financial in-
struments’ includes commodities, options,
forward contracts, futures contracts, no-
tional principal contracts, short positions in
securities, and any similar financial instru-
ment.

‘‘(4) SECTION 263A SHALL NOT APPLY.—The
cost capitalization rules of section 263A shall
not apply to stock, securities, or derivative
financial instruments accounted for under
this section.

‘‘(e) REGULATORY AUTHORITY.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out

the purposes of this section, including rules
to prevent the use of year-end transfers, re-
lated parties, or other arrangements to avoid
the effect of this section.’’

(b) CONFORMING AMENDMENT.—Subsection
(b) of section 471 is amended to read as fol-
lows:

‘‘(b) CROSS REFERENCES.—

‘‘(1) For rules relating to the inventory
method that conforms to the best accounting
practice for dealers in stock or securities, see
section 475.

‘‘(2) For rules relating to capitalization of
direct and indirect costs of property, see sec-
tion 263A.’’

(c) CLERICAL AMENDMENT.—The table of
sections for subpart D of part II of Sub-
chapter E of chapter 1 is amended by adding
at the end thereof the following new item:

‘‘Sec. 475. Conform tax accounting to finan-
cial accounting for securities
dealers.’’

(d) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to all taxable years
ending on or after December 31, 1992.

(2) CHANGE IN METHOD OF ACCOUNTING.—In
the case of any taxpayer required by this
section to change its method of accounting
for any taxable year—

(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,

(C) the change in method of accounting
shall be implemented by valuing each stock
or security to which the amendments of this
section apply at its fair market value on the
last day of the first taxable year ending on
or after December 31, 1992, and

(D) 10 percent of any increase or decrease
in value by reason of subparagraph (C) shall
be taken into account in each of the 10 tax-
able years beginning with the first taxable
year ending on or after December 31, 1992.
SEC. 373. DISALLOWANCE OF INTEREST DEDUC-

TIONS ON CORPORATE OWNED LIFE
INSURANCE

(a) DISALLOWANCE OF DEDUCTION.—Sub-
section (a) of section 264 is amended—

(1) by striking ‘‘to the extent that the ag-
gregate amount of such indebtedness with
respect to policies covering such individuals
exceeds $50,000’’ in paragraph (4), and

(2) by striking the last sentence thereof.
(b) EFFECTIVE DATE.—The amendments

made by this section shall apply to interest
incurred on or after February 1, 1992.
SEC. 374. CLARIFICATION OF TREATMENT OF

CERTAIN FSLIC ASSISTANCE.
(a) GENERAL RULE.—For purposes of chap-

ter 1 of the Internal Revenue Code of 1986—
(1) no deduction is allowed under section

165 of such Code for a loss on the disposition
of property to the extent that the taxpayer
has a right to be reimbursed for the loss with
FSLIC Assistance, and

(2) no deduction is allowed under section
166, 585, or 593 of such Code with respect to
any debt to the extent that the taxpayer has
a right to be reimbursed for the debt with
FSLIC Assistance.

(b) FSLIC ASSISTANCE.—For purposes of
this section, the term ‘‘FSLIC Assistance’’
means any money or other property provided
with respect to a domestic building and loan
association (as defined in section 7701(a)(19)
of such Code without regard to subparagraph
(C) thereof) pursuant to section 406(f) of the
National Housing Act or section 21A of the
Federal Home Loan Bank Act (or any similar
provision of law). The term ‘‘FSLIC Assist-
ance’’ does not include money or other prop-
erty to which the amendments made by sec-
tion 1401(a)(3) of the Financial Institutions
Reform, Recovery, and Enforcement Act of
1989 apply.

(c) EFFECTIVE DATE.—
(1) IN GENERAL.—The provisions of this sec-

tion apply to FSLIC Assistance credited on
or after March 4, 1991, with respect to prop-
erty disposed of and chargeoffs made in tax-
able years ending on or after March 4, 1991.

(2) SPECIAL RULE FOR NET OPERATING LOSS
CARRYOVERS.—The amount of any net operat-
ing loss carryover to a taxable year ending
on or after March 4, 1991, must be reduced by
the amount of FSLIC Assistance credited on
or after March 4, 1991, with respect to prop-
erty disposed of or chargeoffs made in tax-
able years ending before March 4, 1991.
SEC. 375. EQUALIZING TAX TREATMENT OF

LARGE CREDIT UNIONS AND
THRIFTS.

(a) REPEAL OF EXEMPTION.—Subparagraph
(A) of section 501(c)(14) is amended to read as
follows:

‘‘(A) Small credit unions without capital
stock organized and operated for mutual pur-
poses and without profit. For purposes of
this subparagraph, a credit union is a small
credit union unless, for any taxable year, the
average adjusted basis of all of its assets ex-
ceeds $50,000,000.’’

(b) REPEAL OF DEDUCTION FOR DIVIDENDS
PAID.—Subsection (a) of section 591 is
amended by inserting ‘‘credit unions that are
not small credit unions as defined in section
501(c)(14)(A),’’ after ‘‘domestic building and
loan associations,’’.

(c) RESERVES FOR BAD DEBTS.—
(1) IN GENERAL.—Paragraph (1) of section

593(a) is amended by striking ‘‘or’’ at the end
of subparagraph (B), by inserting ‘‘or’’ at the
end of subparagraph (C), and by inserting
after subparagraph (C) the following new
subparagraph:

‘‘(D) any credit union that is not a small
credit union as defined in section
501(c)(14)(A),’’.

(2) CONFORMING AMENDMENT.—Paragaph (2)
of section 593(a) is amended by striking ‘‘as-
sociation or bank’’ and inserting ‘‘entity’’.

(d) EFFECTIVE DATE.—The provisions of
this section apply for taxable years ending
on or after December 31, 1992.
SEC. 376. TREATMENT OF ANNUITIES WITHOUT

LIFE CONTINGENCIES.
(a) LIFE CONTINGENCY REQUIRED FOR ANNU-

ITY TREATMENT.—Paragraph (5) of section
72(c) is amended to read as follows:

(5) ANNUITY CONTRACT.—
‘‘(A) IN GENERAL.—For purposes of this sub-

title (other than subchapter L), a contract is
treated as an annuity contract only if the
purchaser irrevocably chooses as a settle-
ment option a series of substantially equal
periodic payments (not less frequently than
annually) made for the life of the annuitant
or the joint lives of the annuitants. The set-
tlement option must be irrevocable as of the
date the contract is entered into.

‘‘(B) CERTAIN FEATURES.—
‘‘(i) TERM CERTAIN FEATURE.—If the settle-

ment option described in subparagraph (A)
contains a term certain feature, that feature
may not guarantee that periodic payments
will be made for a period of time that ex-
ceeds one-third of the life expectancy of the
annuitant determined as of the annuity
starting date.

‘‘(ii) AMOUNT CERTAIN FEATURE.—If the set-
tlement option described in subparagraph (A)
contains an amount certain feature, that
feature may not guarantee that an amount
will be paid that exceeds one-third of the
cash value of the contract (determined with-
out regard to any surrender charge) deter-
mined as of the annuity starting date (or
date of annuitant’s death, if earlier).

‘‘(C) SPECIAL RULES.—This paragraph shall
not apply to—

‘‘(i) annuities purchased by a trust de-
scribed in section 401(a) which is exempt
from tax under section 501(a),
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‘‘(ii) annuities purchased as part of a plan

described in section 403(a),
‘‘(iii) annuities described in section 403(b),
‘‘(iv) annuities provided for employees of a

life insurance company under a plan de-
scribed in section 818(a)(3),

‘‘(v) amounts received from an individual
retirement account or an individual retire-
ment annuity,

‘‘(vi) individual retirement annuities,
‘‘(vii) amounts received from a trust de-

scribed in section 401(a) which is exempt
from tax under section 501(a), and

‘‘(viii) annuities which qualify as a ‘quali-
fied funding asset’ in accordance with sec-
tion 130(d).’’

(b) EFFECTIVE DATE.—The provisions of
this section apply to all contracts entered
into on or after the date of enactment of this
Act.
SEC. 377. EXPANSION OF 45-DAY INTEREST-FREE

PERIOD.

(a) IN GENERAL.—Subsection (e) of section
6611 (relating to interest on overpayments) is
amended to read as follows:

‘‘(e) TAX REFUND WITHIN 45 DAYS.—No in-
terest shall be allowed under subsection (a)
on any overpayment of tax imposed by this
title if such overpayment—

‘‘(1) is refunded within 45 days after the
last date prescribed for filing the return of
such tax (determined without regard to any
extension of time for filing the return),

‘‘(2) is refunded within 45 days after the
date the return is filed, in case the return is
filed after such last date, or

‘‘(3) is refunded within 45 days of the date
the right to the refund arises, in case the
right to the refund arises other than pursu-
ant to the original filing of a tax return.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to returns
due on or after July 1, 1992, and to all other
refunds made on or after such date.
SEC. 378. USE OF INTERNAL REVENUE SERVICE

AND SOCIAL SECURITY ADMINISTRA-
TION DATA FOR INCOME VERIFICA-
TION.

(a) Section 6103(1)(7) of the Internal Reve-
nue Code of 1986 is amended by striking out
‘‘Clause (viii) shall not apply after Septem-
ber 30, 1992.’’ at the end thereof.

It was decided in the Yeas ....... 1!negative ....................... Nays ...... 427

T18.11 [Roll No. 25]

AYES—1

Orton

NOES—427

Abercrombie
Ackerman
Alexander
Allard
Allen
Anderson
Andrews (ME)
Andrews (NJ)
Andrews (TX)
Annunzio
Anthony
Applegate
Archer
Armey
Aspin
Atkins
AuCoin
Bacchus
Baker
Ballenger
Barnard
Barrett
Barton
Bateman
Beilenson
Bennett
Bentley
Bereuter
Berman
Bevill
Bilbray

Bilirakis
Blackwell
Bliley
Boehlert
Boehner
Bonior
Borski
Boucher
Boxer
Brewster
Brooks
Broomfield
Browder
Brown
Bruce
Bryant
Bunning
Burton
Bustamante
Byron
Callahan
Camp
Campbell (CA)
Campbell (CO)
Cardin
Carper
Carr
Chandler
Chapman
Clay
Clement

Clinger
Coble
Coleman (MO)
Collins (IL)
Collins (MI)
Combest
Condit
Conyers
Cooper
Costello
Coughlin
Cox (CA)
Cox (IL)
Coyne
Cramer
Crane
Cunningham
Darden
Davis
de la Garza
DeFazio
DeLauro
DeLay
Dellums
Derrick
Dicks
Dingell
Dixon
Donnelly
Dooley
Doolittle

Dorgan (ND)
Dornan (CA)
Downey
Dreier
Duncan
Durbin
Dwyer
Dymally
Early
Eckart
Edwards (CA)
Edwards (OK)
Edwards (TX)
Emerson
Engel
English
Erdreich
Espy
Evans
Ewing
Fascell
Fawell
Fazio
Feighan
Fields
Fish
Flake
Foglietta
Ford (MI)
Ford (TN)
Frank (MA)
Franks (CT)
Frost
Gallegly
Gallo
Gaydos
Gejdenson
Gekas
Gephardt
Geren
Gibbons
Gilchrest
Gillmor
Gilman
Gingrich
Glickman
Gonzalez
Goodling
Gordon
Goss
Gradison
Grandy
Green
Guarini
Gunderson
Hall (OH)
Hall (TX)
Hamilton
Hammerschmidt
Hancock
Hansen
Harris
Hastert
Hatcher
Hayes (IL)
Hayes (LA)
Hefley
Hefner
Henry
Herger
Hertel
Hoagland
Hobson
Hochbrueckner
Holloway
Hopkins
Horn
Horton
Houghton
Hoyer
Hubbard
Huckaby
Hughes
Hunter
Hutto
Hyde
Inhofe
Ireland
Jacobs
James
Jefferson
Jenkins
Johnson (CT)
Johnson (SD)
Johnson (TX)
Johnston
Jones (GA)
Jones (NC)
Jontz
Kanjorski

Kaptur
Kasich
Kennedy
Kennelly
Kildee
Kleczka
Klug
Kolbe
Kolter
Kopetski
Kostmayer
Kyl
LaFalce
Lagomarsino
Lancaster
Lantos
LaRocco
Laughlin
Leach
Lehman (CA)
Lehman (FL)
Lent
Levin (MI)
Levine (CA)
Lewis (CA)
Lewis (FL)
Lewis (GA)
Lightfoot
Lipinski
Livingston
Lloyd
Long
Lowery (CA)
Lowey (NY)
Luken
Machtley
Manton
Markey
Marlenee
Martin
Martinez
Matsui
Mavroules
Mazzoli
McCandless
McCloskey
McCollum
McCrery
McCurdy
McDade
McDermott
McEwen
McGrath
McHugh
McMillan (NC)
McMillen (MD)
McNulty
Meyers
Mfume
Michel
Miller (CA)
Miller (OH)
Miller (WA)
Mineta
Mink
Moakley
Molinari
Mollohan
Montgomery
Moody
Moorhead
Moran
Morella
Morrison
Mrazek
Murphy
Murtha
Myers
Nagle
Natcher
Neal (MA)
Neal (NC)
Nichols
Nowak
Nussle
Oakar
Oberstar
Obey
Olin
Olver
Ortiz
Owens (NY)
Owens (UT)
Oxley
Packard
Pallone
Panetta
Parker
Pastor
Patterson

Paxon
Payne (NJ)
Payne (VA)
Pease
Pelosi
Penny
Perkins
Peterson (FL)
Peterson (MN)
Petri
Pickett
Pickle
Porter
Poshard
Price
Pursell
Quillen
Rahall
Ramstad
Rangel
Ravenel
Ray
Reed
Regula
Rhodes
Richardson
Ridge
Riggs
Rinaldo
Ritter
Roberts
Roe
Roemer
Rogers
Rohrabacher
Ros-Lehtinen
Rose
Rostenkowski
Roth
Roukema
Rowland
Roybal
Russo
Sabo
Sanders
Sangmeister
Santorum
Sarpalius
Savage
Sawyer
Saxton
Schaefer
Scheuer
Schiff
Schroeder
Schulze
Schumer
Sensenbrenner
Serrano
Sharp
Shaw
Shays
Shuster
Sikorski
Sisisky
Skaggs
Skeen
Skelton
Slattery
Slaughter
Smith (FL)
Smith (IA)
Smith (NJ)
Smith (OR)
Snowe
Solarz
Solomon
Spence
Spratt
Staggers
Stallings
Stark
Stearns
Stenholm
Stokes
Studds
Stump
Sundquist
Swett
Swift
Synar
Tallon
Tanner
Tauzin
Taylor (MS)
Taylor (NC)
Thomas (CA)
Thomas (GA)
Thomas (WY)
Thornton

Torres
Torricelli
Towns
Traficant
Traxler
Unsoeld
Upton
Vander Jagt
Vento
Visclosky
Volkmer
Vucanovich

Walker
Walsh
Washington
Waters
Waxman
Weber
Weiss
Weldon
Wheat
Williams
Wilson
Wise

Wolf
Wolpe
Wyden
Wylie
Yates
Yatron
Young (AK)
Young (FL)
Zeliff
Zimmer

NOT VOTING—6

Coleman (TX)
Dannemeyer

Dickinson
Smith (TX)

Valentine
Whitten

So the amendment in the nature of a
substitute was not agreed to.

After some further time,
The SPEAKER pro tempore, Mr.

LEWIS of Georgia, assumed the Chair.
When Mr. BENNETT, Acting Chair-

man, reported that the Committee,
having had under consideration said
bill, had come to no resolution thereon.

T18.12 RESIGNATION FROM COMMITTEE—
MAJORITY

The SPEAKER pro temore, Mr.
LEWIS of Georgia, laid before the
House the following communication:

CONGRESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,
Washington, DC, February 5, 1992.

Hon. THOMAS S. FOLEY,
Speaker, U.S. House of Representatives, Wash-

ington, DC.
DEAR SPEAKER FOLEY: In anticipation of

my election to the Committee on Veterans
Affairs, I hereby resign my membership on
the Committee on Merchant Marine and
Fisheries.

Mr. Speaker, it has been a pleasure and
honor to serve with my colleagues on the
Merchant Marine and Fisheries Committee.
They are men and women of dedication and
high caliber, whom I am proud to call
friends. While I will miss them, and the
issues before that Committee, I look forward
to my new assignment working with Chair-
man Montgomery and the members of the
Veterans Affairs Committee.

Thank you.
Sincerely,

BOB CLEMENT,
Member of Congress.

By unanimous consent, the resigna-
tion was accepted.

T18.13 PROVIDING FOR THE
CONSIDERATION OF H.R. 3844

Mr. WHEAT, by direction of the Com-
mittee on Rules, called up the follow-
ing resolution (H. Res. 375):

Resolved, That at any time after the adop-
tion of this resolution the Speaker may, pur-
suant to clause 1(b) of rule XXIII, declare the
House resolved into the Committee of the
Whole House on the State of the Union for
consideration of the bill (H.R. 3844) to assure
the protection of Haitians in the United
States or in United States custody pending
the resumption of democratic rule in Haiti.
All points of order against consideration of
the bill are waived. The first reading of the
bill shall be dispensed with. After general de-
bate, which shall be confined to the bill and
the amendments, made in order by this reso-
lution and which shall not exceed one hour
equally divided and controlled by the chair-
man and ranking minority member of the
Committee on the Judiciary, the bill shall be
considered for amendment under the five-
minute rule. It shall be in order to consider
as an original bill for the purpose of amend-
ment under the five-minute rule the amend-
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