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for the hardships endured and prepare 

America for a reaffirmation of its own 

soundness is something that he expects 

to send to us early next year, and it 

may be that many of these eleventh- 

hour requests will be considered in the 

White House at that time. I thank the 

gentleman for his interest. 

Mr. OBEY. Mr. Speaker, I thank the 

gentleman from New Jersey for yield-

ing. I hope that we can respond to the 

Governors’ and the Mayors’ request 

this year rather than next. 

Mr. MENENDEZ. Mr. Speaker, I 

thank the gentleman for his answers, 

and I simply hope that on the stimulus 

package we can certainly respond to 

the growing unemployment needs of 

working men and women who have suf-

fered as a result of September 11. As we 

seek to finalize that work, hopefully 

we can also give them hope as we ap-

proach the holiday season. 

f 

ADJOURNMENT TO MONDAY, 

DECEMBER 17, 2001 

Mr. ARMEY. Mr. Speaker, I ask 

unanimous consent that when the 

House adjourns today it adjourn to 

meet at 2 p.m. on Monday next. 

The SPEAKER pro tempore (Mr. 

THORNBERRY). Is there objection to the 

request of the gentleman from Texas? 

There was no objection. 

f 

HOUR OF MEETING ON TUESDAY, 

DECEMBER 18, 2001 

Mr. ARMEY. Mr. Speaker, I ask 

unanimous consent that when the 

House adjourns on Monday, December 

17, 2001, it adjourn to meet at 12:30 p.m. 

on Tuesday, December 18 for morning 

hour debates. 

The SPEAKER pro tempore. Is there 

objection to the request of the gen-

tleman from Texas? 

There was no objection. 

f 

DISPENSING WITH CALENDAR 

WEDNESDAY BUSINESS ON 

WEDNESDAY NEXT 

Mr. ARMEY. Mr. Speaker, I ask 

unanimous consent that the business 

in order under the Calendar Wednesday 

rule be dispensed with on Wednesday 

next.

The SPEAKER pro tempore. Is there 

objection to the request of the gen-

tleman from Texas? 

There was no objection. 

f 

VICTIMS OF TERRORISM RELIEF 

ACT OF 2001 

Mr. THOMAS. Mr. Speaker, I ask 

unanimous consent that it be in order 

at any time to take from the Speaker’s 

table the bill (H.R. 2884) to amend the 

Internal Revenue Code of 1986 to pro-

vide tax relief for victims of the ter-

rorist attacks against the United 

States on September 11, 2001, with Sen-

ate amendments thereto, and to con-

sider in the House, without interven-

tion of any point of order, any motion, 

or any demand for division of the ques-

tion, a single motion offered by the 

chairman of the Committee on Ways 

and Means or his designee that the 

House concur in the Senate amend-

ments with the amendment I have 

placed at the desk; that the Senate 

amendments and the motion be consid-

ered as read; that the motion be debat-

able for 40 minutes, equally divided and 

controlled by the chairman and rank-

ing minority member of the Committee 

on Ways and Means; and that after 

such debate, the motion be considered 

as adopted; and that the amendment I 

have placed at the desk be considered 

as read for the purpose of this request. 
The Clerk read the title of the bill. 
The SPEAKER pro tempore. Is there 

objection to the request of the gen-

tleman from California? 
Mr. RANGEL. Mr. Speaker, reserving 

the right to object. Mr. Speaker, I 

would ask the gentleman from Cali-

fornia to describe the substance of the 

bill before us today and how it differs 

from the bill that was passed by the 

Senate.
Mr. THOMAS. Mr. Speaker, will the 

gentleman yield? 
Mr. RANGEL. I yield to the gen-

tleman from California. 
Mr. THOMAS. Mr. Speaker, perhaps 

in the explanation if we could start 

with the bill that originated in the 

House, which was an attempt to take 

current law that is available to service 

members and civilians overseas in a 

terrorist attack, which would provide 

income tax relief and estate tax relief, 

and we brought them to the gentle-

man’s city to say that the New York 

area was, in fact, tantamount to a war 

zone and that the victims in that area 

should receive the same benefit as cur-

rent law provides for people who are 

victims of terrorist acts overseas. That 

was the sum and substance of the bill 

we sent to the Senate. 
For the 3 months that the Senate has 

had the bill, they examined it in a 

number of different ways. They added a 

particular death benefit for those indi-

viduals who were involved not only in 

the September 11 terrorist attacks, but 

also the Oklahoma City bombing of 6 

years ago and for those individuals 

who, through no fault of their own, 

were victims from anthrax attacks. 
In addition to that, they added a 

number of particular provisions dealing 

with charitable organizations, disaster 

relief payments, victims’ compensation 

funds, and a number of other items. 
What we did was examine those items 

and, where it was appropriate, offer a 

generic response. I will give the gen-

tleman an example. Oftentimes, in 

dealing with disaster situations, dis-

ability trust funds will be established 

for individuals. The problem has been 

there has been no consistent approach 

to the way in which those disability 

funds would be treated from disaster to 

disaster. However, there is a typical re-

sponse which occurs, but it has never 

been codified. 
What we tried to do in this, working 

together, is to find those areas in 

terms of structured settlements, dis-

ability trusts, and similar arrange-

ments that could be handled on a con-

sistent basis, regardless of which dis-

aster is involved, using this particular 

vehicle to assist us in that broad-based 

arrangement.
In addition to that, we have one addi-

tional amendment which examines the 

geographic area of New York that is a 

zone that is clearly described in the 

legislation and provide a number of tax 

measures to relieve those individuals, 

authorize the issue of tax-exempt pri-

vate activity bonds, create a 30 percent 

bonus of depreciable property in the re-

covery zone as defined, a 10-year life on 

leaseholder build-outs for those indi-

viduals who own commercial property 

and want to rebuild it so that the vital 

aspects of New York City, which we 

visited, the restaurants and the shops 

and the others, can be restored as 

quickly as possible, and then extension 

of certain replacement period provi-

sions which those of us on the Com-

mittee on Ways and Means know are 

extremely important in making sure 

that people make a decision quickly to 

move back in or to establish in the re-

covery zone to assist in the recovery of 

New York City. 
Mr. RANGEL. Mr. Speaker, further 

reserving the right to object, could the 

chairman of the committee share with 

a member of the committee with whom 

he discussed the remedies for the prob-

lems that we face in this city? The 

chairman constantly referred to ‘‘we.’’ 

Is there a particular group from the 

City of New York that the gentleman 

met and discussed these issues with? 
Mr. THOMAS. Mr. Speaker, if the 

gentleman will yield, I will tell the 

gentleman that I had the privilege at 

one time, for example, of accom-

panying the gentleman to Ground Zero, 

which I had not done, given the duties 

that we had here, and spent some time 

with a number of city business leaders 

that the gentleman and others were 

kind enough to bring together at the 

stock exchange location and, over 

lunch for several hours, listened to the 

particular concerns that those individ-

uals had about the need and the way in 

which we needed to respond. I met with 

several New York City, New York 

State governmental teams, including 

the Mayor, and, of course, listening to 

on both sides of the aisle the members 

from the New York delegation, both 

from the city and the State. 
In addition to that, as we all know, 

there are several other States that are 

just across the river and our colleagues 

from New Jersey and Pennsylvania had 
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significant concerns as well. All of 

those came together culminating in 

this package today. 
And I would be remiss if I did not 

thank the gentleman from New York 

(Mr. RANGEL) for his immediate and 

continuing offering and the members’ 

willingness to accept his kind invita-

tion to come and visit the city, albeit 

not in the way most of us had visited 

New York in the past on those wonder-

ful trips that we used to have, but a 

very realistic trip to understand first-

hand what had happened to the Big 

Apple.
Mr. RANGEL. Mr. Speaker, I with-

draw my reservation, because it is so 

important to my city that we get as 

much relief as possible from both 

Houses. But it really never ceases to 

amaze me of the creative legislative 

ability of our distinguished chairman 

to bring together ideas and to pull 

them together without the input of the 

members of the committee, without 

hearings; it is just absolutely fas-

cinating how the things that we have 

taken for granted that we do as a Con-

gress or we do as a committee have 

been substituted by the inquiries that 

the Chair can make in the great City of 

New York and with people that have an 

interest in the City of New York. 
So this is not the time to object; this 

is the time to move the consideration 

of this bill forward. 
Mr. Speaker, I withdraw my reserva-

tion of objection. 
The SPEAKER pro tempore. Is there 

objection to the request of the gen-

tleman from California? 
There was no objection. 
The text of the Senate amendments 

is as follows: 

Senate amendments: 
Strike out all after the enacting clause and 

insert:

SECTION 1. SHORT TITLE; ETC. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Victims of Terrorism Tax Relief Act of 

2001’’.
(b) AMENDMENT OF 1986 CODE.—Except as oth-

erwise expressly provided, whenever in this Act 

an amendment or repeal is expressed in terms of 

an amendment to, or repeal of, a section or 

other provision, the reference shall be consid-

ered to be made to a section or other provision 

of the Internal Revenue Code of 1986. 
(c) TABLE OF CONTENTS.—The table of con-

tents for this Act is as follows: 

Sec. 1. Short title; etc. 

TITLE I—RELIEF PROVISIONS FOR 

VICTIMS OF TERRORIST ATTACKS 

Sec. 101. Income and employment taxes of vic-

tims of terrorist attacks. 
Sec. 102. Estate tax reduction. 
Sec. 103. Payments by charitable organizations 

treated as exempt payments. 
Sec. 104. Exclusion of certain cancellations of 

indebtedness.
Sec. 105. Treatment of certain structured settle-

ment payments and disability 

trusts.
Sec. 106. No impact on social security trust 

funds.

TITLE II—GENERAL RELIEF FOR VICTIMS 

OF DISASTERS AND TERRORISTIC OR 

MILITARY ACTIONS 

Sec. 201. Exclusion for disaster relief payments. 

Sec. 202. Authority to postpone certain dead-

lines and required actions. 

Sec. 203. Internal Revenue Service disaster re-

sponse team. 

Sec. 204. Application of certain provisions to 

terroristic or military actions. 

Sec. 205. Clarification of due date for airline ex-

cise tax deposits. 

Sec. 206. Coordination with Air Transportation 

Safety and System Stabilization 

Act.

TITLE III—DISCLOSURE OF TAX INFORMA-

TION IN TERRORISM AND NATIONAL SE-

CURITY INVESTIGATIONS 

Sec. 301. Disclosure of tax information in ter-

rorism and national security in-

vestigations.

TITLE I—RELIEF PROVISIONS FOR 
VICTIMS OF TERRORIST ATTACKS 

SEC. 101. INCOME AND EMPLOYMENT TAXES OF 
VICTIMS OF TERRORIST ATTACKS. 

(a) IN GENERAL.—Section 692 (relating to in-

come taxes of members of Armed Forces on 

death) is amended by adding at the end the fol-

lowing new subsection: 

‘‘(d) INDIVIDUALS DYING AS A RESULT OF CER-

TAIN TERRORIST ATTACKS.—

‘‘(1) IN GENERAL.—In the case of any indi-

vidual who dies as a result of wounds or injury 

incurred as a result of the terrorist attacks 

against the United States on April 19, 1995, or 

September 11, 2001, or who dies as a result of ill-

ness incurred as a result of a terrorist attack in-

volving anthrax occurring on or after September 

11, 2001, and before January 1, 2002, any tax im-

posed by this subtitle shall not apply— 

‘‘(A) with respect to the taxable year in which 

falls the date of such individual’s death, and 

‘‘(B) with respect to any prior taxable year in 

the period beginning with the last taxable year 

ending before the taxable year in which the 

wounds, injury, or illness were incurred. 

‘‘(2) EXCEPTIONS.—

‘‘(A) TAXATION OF CERTAIN BENEFITS.—Subject

to such rules as the Secretary may prescribe, 

paragraph (1) shall not apply to the amount of 

any tax imposed by this subtitle which would be 

computed by only taking into account the items 

of income, gain, or other amounts attributable 

to—

‘‘(i) amounts payable in the taxable year by 

reason of the death of an individual described 

in paragraph (1) which would have been pay-

able in such taxable year if the death had oc-

curred by reason of an event other than an 

event described in paragraph (1), or 

‘‘(ii) amounts payable in the taxable year 

which would not have been payable in such tax-

able year but for an action taken after the date 

of the applicable terrorist attack. 

‘‘(B) NO RELIEF FOR PERPETRATORS.—Para-

graph (1) shall not apply with respect to any in-

dividual identified by the Attorney General to 

have been a participant or conspirator in any 

event described in paragraph (1), or a represent-

ative of such individual.’’. 

(b) REFUND OF OTHER TAXES PAID.—Section

692, as amended by subsection (a), is amended 

by adding at the end the following new sub-

section:

‘‘(e) REFUND OF OTHER TAXES PAID.—In de-

termining the amount of tax under this section 

to be credited or refunded as an overpayment 

with respect to any individual for any period, 

such amount shall be increased by an amount 

equal to the amount of taxes imposed and col-

lected under chapter 21 and sections 3201(a), 

3211(a)(1), and 3221(a) with respect to such indi-

vidual for such period.’’. 

(c) CONFORMING AMENDMENTS.—

(1) Section 5(b)(1) is amended by inserting 

‘‘and victims of certain terrorist attacks’’ before 

‘‘on death’’. 

(2) Section 6013(f)(2)(B) is amended by insert-

ing ‘‘and victims of certain terrorist attacks’’ be-

fore ‘‘on death’’. 
(d) CLERICAL AMENDMENTS.—
(1) The heading of section 692 is amended to 

read as follows: 

‘‘SEC. 692. INCOME AND EMPLOYMENT TAXES OF 
MEMBERS OF ARMED FORCES AND 
VICTIMS OF CERTAIN TERRORIST AT-
TACKS ON DEATH.’’. 

(2) The item relating to section 692 in the table 

of sections for part II of subchapter J of chapter 

1 is amended to read as follows: 

‘‘Sec. 692. Income and employment taxes of 

members of Armed Forces and vic-

tims of certain terrorist attacks on 

death.’’.

(e) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—
(1) EFFECTIVE DATE.—The amendments made 

by this section shall apply to taxable years end-

ing before, on, or after September 11, 2001. 
(2) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting from 

the amendments made by this section is pre-

vented at any time before the close of the 1-year 

period beginning on the date of the enactment 

of this Act by the operation of any law or rule 

of law (including res judicata), such refund or 

credit may nevertheless be made or allowed if 

claim therefor is filed before the close of such 

period.

SEC. 102. ESTATE TAX REDUCTION. 
(a) IN GENERAL.—Section 2201 is amended to 

read as follows: 

‘‘SEC. 2201. COMBAT ZONE-RELATED DEATHS OF 
MEMBERS OF THE ARMED FORCES 
AND DEATHS OF VICTIMS OF CER-
TAIN TERRORIST ATTACKS. 

‘‘(a) IN GENERAL.—Unless the executor elects 

not to have this section apply, in applying sec-

tion 2001 to the estate of a qualified decedent, 

the rate schedule set forth in subsection (c) shall 

be deemed to be the rate schedule set forth in 

section 2001(c). 
‘‘(b) QUALIFIED DECEDENT.—For purposes of 

this section, the term ‘qualified decedent’ 

means—
‘‘(1) any citizen or resident of the United 

States dying while in active service of the Armed 

Forces of the United States, if such decedent— 
‘‘(A) was killed in action while serving in a 

combat zone, as determined under section 112(c), 

or
‘‘(B) died as a result of wounds, disease, or 

injury suffered while serving in a combat zone 

(as determined under section 112(c)), and while 

in the line of duty, by reason of a hazard to 

which such decedent was subjected as an inci-

dent of such service, or 
‘‘(2) any individual who died as a result of 

wounds or injury incurred as a result of the ter-

rorist attacks against the United States on April 

19, 1995, or September 11, 2001, or who died as a 

result of illness incurred as a result of a terrorist 

attack involving anthrax occurring on or after 

September 11, 2001, and before January 1, 2002. 
Paragraph (2) shall not apply with respect to 

any individual identified by the Attorney Gen-

eral to have been a participant or conspirator in 

any such terrorist attack, or a representative of 

such individual. 
‘‘(c) RATE SCHEDULE.—

‘‘If the amount with re-

spect to which the ten-

tative tax to be com-

puted is: 

The tentative tax is: 

Not over $150,000 .............. 1 percent of the amount by 

which such amount ex-

ceeds $100,000. 
Over $150,000 but not over 

$200,000.

$500 plus 2 percent of the 

excess over $150,000. 
Over $200,000 but not over 

$300,000.

$1,500 plus 3 percent of the 

excess over $200,000. 
Over $300,000 but not over 

$500,000.

$4,500 plus 4 percent of the 

excess over $300,000. 
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‘‘If the amount with re-

spect to which the ten-

tative tax to be com-

puted is: 

The tentative tax is: 

Over $500,000 but not over 

$700,000.

$12,500 plus 5 percent of 

the excess over $500,000. 

Over $700,000 but not over 

$900,000.

$22,500 plus 6 percent of 

the excess over $700,000. 

Over $900,000 but not over 

$1,100,000.

$34,500 plus 7 percent of 

the excess over $900,000. 

Over $1,100,000 but not 

over $1,600,000.

$48,500 plus 8 percent of 

the excess over 

$1,100,000.

Over $1,600,000 but not 

over $2,100,000.

$88,500 plus 9 percent of 

the excess over 

$1,600,000.

Over $2,100,000 but not 

over $2,600,000.

$133,500 plus 10 percent of 

the excess over 

$2,100,000.

Over $2,600,000 but not 

over $3,100,000.

$183,500 plus 11 percent of 

the excess over 

$2,600,000.

Over $3,100,000 but not 

over $3,600,000.

$238,500 plus 12 percent of 

the excess over 

$3,100,000.

Over $3,600,000 but not 

over $4,100,000.

$298,500 plus 13 percent of 

the excess over 

$3,600,000.

Over $4,100,000 but not 

over $5,100,000.

$363,500 plus 14 percent of 

the excess over 

$4,100,000.

Over $5,100,000 but not 

over $6,100,000.

$503,500 plus 15 percent of 

the excess over 

$5,100,000.

Over $6,100,000 but not 

over $7,100,000.

$653,500 plus 16 percent of 

the excess over 

$6,100,000.

Over $7,100,000 but not 

over $8,100,000.

$813,500 plus 17 percent of 

the excess over 

$7,100,000.

Over $8,100,000 but not 

over $9,100,000.

$983,500 plus 18 percent of 

the excess over 

$8,100,000.

Over $9,100,000 but not 

over $10,100,000.

$1,163,500 plus 19 percent 

of the excess over 

$9,100,000.

Over $10,100,000 ............... $1,353,500 plus 20 percent 

of the excess over 

$10,100,000.

‘‘(d) DETERMINATION OF UNIFIED CREDIT.—In

the case of an estate to which this section ap-

plies, subsection (a) shall not apply in deter-

mining the credit under section 2010.’’. 

(b) CONFORMING AMENDMENTS.—

(1) Section 2011 is amended by striking sub-

section (d) and by redesignating subsections (e), 

(f), and (g) as subsections (d), (e), and (f), re-

spectively.

(2) Section 2053(d)(3)(B) is amended by strik-

ing ‘‘section 2011(e)’’ and inserting ‘‘section 

2011(d)’’.

(3) Paragraph (9) of section 532(c) of the Eco-

nomic Growth and Tax Relief Reconciliation Act 

of 2001 is repealed. 

(c) CLERICAL AMENDMENT.—The item relating 

to section 2201 in the table of sections for sub-

chapter C of chapter 11 is amended to read as 

follows:

‘‘Sec. 2201. Combat zone-related deaths of mem-

bers of the Armed Forces and 

deaths of victims of certain ter-

rorist attacks.’’. 

(d) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—

(1) EFFECTIVE DATE.—The amendments made 

by this section shall apply to estates of dece-

dents—

(A) dying on or after September 11, 2001, and 

(B) in the case of individuals dying as a result 

of the April 19, 1995, terrorist attack, dying on 

or after April 19, 1995. 

(2) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting from 

the amendments made by this section is pre-

vented at any time before the close of the 1-year 

period beginning on the date of the enactment 

of this Act by the operation of any law or rule 

of law (including res judicata), such refund or 

credit may nevertheless be made or allowed if 

claim therefor is filed before the close of such 
period.

SEC. 103. PAYMENTS BY CHARITABLE ORGANIZA-
TIONS TREATED AS EXEMPT PAY-
MENTS.

(a) IN GENERAL.—For purposes of the Internal 
Revenue Code of 1986— 

(1) payments made by an organization de-
scribed in section 501(c)(3) of such Code by rea-
son of the death, injury, wounding, or illness of 
an individual incurred as the result of the ter-
rorist attacks against the United States on Sep-
tember 11, 2001, or a terrorist attack involving 
anthrax occurring on or after September 11, 
2001, and before January 1, 2002, shall be treat-
ed as related to the purpose or function consti-
tuting the basis for such organization’s exemp-
tion under section 501 of such Code if such pay-
ments are made using an objective formula 
which is consistently applied, and 

(2) in the case of a private foundation (as de-
fined in section 509 of such Code), any payment 
described in paragraph (1) shall not be treated 
as made to a disqualified person for purposes of 
section 4941 of such Code. 

(b) EFFECTIVE DATE.—This section shall apply 
to payments made on or after September 11, 
2001.

SEC. 104. EXCLUSION OF CERTAIN CANCELLA-
TIONS OF INDEBTEDNESS. 

(a) IN GENERAL.—For purposes of the Internal 
Revenue Code of 1986— 

(1) gross income shall not include any amount 
which (but for this section) would be includible 
in gross income by reason of the discharge (in 
whole or in part) of indebtedness of any tax-
payer if the discharge is by reason of the death 
of an individual incurred as the result of the 
terrorist attacks against the United States on 
September 11, 2001, or a terrorist attack involv-
ing anthrax occurring on or after September 11, 
2001, and before January 1, 2002, and 

(2) return requirements under section 6050P of 
such Code shall not apply to any discharge de-

scribed in paragraph (1). 
(b) EFFECTIVE DATE.—This section shall apply 

to discharges made on or after September 11, 

2001, and before January 1, 2002. 

SEC. 105. TREATMENT OF CERTAIN STRUCTURED 
SETTLEMENT PAYMENTS AND DIS-
ABILITY TRUSTS. 

(a) IMPOSITION OF EXCISE TAX ON PERSONS

WHO ACQUIRE CERTAIN STRUCTURED SETTLE-

MENT PAYMENTS IN FACTORING TRANSACTIONS.—
(1) IN GENERAL.—Subtitle E is amended by 

adding at the end the following new chapter: 

‘‘CHAPTER 55—STRUCTURED SETTLEMENT 
FACTORING TRANSACTIONS 

‘‘Sec. 5891. Structured settlement factoring 

transactions for certain victims of 

terrorism.

‘‘SEC. 5891. STRUCTURED SETTLEMENT FAC-
TORING TRANSACTIONS FOR CER-
TAIN VICTIMS OF TERRORISM. 

‘‘(a) IMPOSITION OF TAX.—There is hereby im-

posed on any person who acquires directly or 

indirectly structured settlement payment rights 

in a structured settlement factoring transaction 

a tax equal to 40 percent of the factoring dis-

count as determined under subsection (c)(4) 

with respect to such factoring transaction. 
‘‘(b) EXCEPTION FOR CERTAIN APPROVED

TRANSACTIONS.—
‘‘(1) IN GENERAL.—The tax under subsection 

(a) shall not apply in the case of a structured 

settlement factoring transaction in which the 

transfer of structured settlement payment rights 

is approved in advance in a qualified order. 
‘‘(2) QUALIFIED ORDER.—For purposes of this 

section, the term ‘qualified order’ means a final 

order, judgment, or decree which— 
‘‘(A) finds that the transfer described in para-

graph (1)— 
‘‘(i) does not contravene any Federal or State 

statute or the order of any court or responsible 

administrative authority, and 

‘‘(ii) is in the best interest of the payee, taking 

into account the welfare and support of the 

payee’s dependents, and 

‘‘(B) is issued— 

‘‘(i) under the authority of an applicable 

State statute by an applicable State court, or 

‘‘(ii) by the responsible administrative author-

ity (if any) which has exclusive jurisdiction over 

the underlying action or proceeding which was 

resolved by means of the structured settlement. 

‘‘(3) APPLICABLE STATE STATUTE.—For pur-

poses of this section, the term ‘applicable State 

statute’ means a statute providing for the entry 

of an order, judgment, or decree described in 

paragraph (2)(A) which is enacted by— 

‘‘(A) the State in which the payee of the 

structured settlement is domiciled, or 

‘‘(B) if there is no statute described in sub-

paragraph (A), the State in which either the 

party to the structured settlement (including an 

assignee under a qualified assignment under 

section 130) or the person issuing the funding 

asset for the structured settlement is domiciled 

or has its principal place of business. 

‘‘(4) APPLICABLE STATE COURT.—For purposes 

of this section— 

‘‘(A) IN GENERAL.—The term ‘applicable State 

court’ means, with respect to any applicable 

State statute, a court of the State which enacted 

such statute. 

‘‘(B) SPECIAL RULE.—In the case of an appli-

cable State statute described in paragraph 

(3)(B), such term also includes a court of the 

State in which the payee of the structured set-

tlement is domiciled. 

‘‘(5) QUALIFIED ORDER DISPOSITIVE.—A quali-

fied order shall be treated as dispositive for pur-

poses of the exception under this subsection. 

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

tion—

‘‘(1) STRUCTURED SETTLEMENT.—The term 

‘structured settlement’ means an arrangement— 

‘‘(A) which is established by— 

‘‘(i) suit or agreement for the periodic pay-

ment of damages excludable from the gross in-

come of the recipient under section 104(a)(2), or 

‘‘(ii) agreement for the periodic payment of 

compensation under any workers’ compensation 

law excludable from the gross income of the re-

cipient under section 104(a)(1), and 

‘‘(B) under which the periodic payments are— 

‘‘(i) of the character described in subpara-

graphs (A) and (B) of section 130(c)(2), and 

‘‘(ii) payable by a person who is a party to the 

suit or agreement or to the workers’ compensa-

tion claim or by a person who has assumed the 

liability for such periodic payments under a 

qualified assignment in accordance with section 

130.

‘‘(2) STRUCTURED SETTLEMENT PAYMENT

RIGHTS.—The term ‘structured settlement pay-

ment rights’ means rights to receive payments 

under a structured settlement relating to claims 

for death, wounding, injury, or illness as a re-

sult of the terrorist attacks against the United 

States on September 11, 2001, or a terrorist at-

tack involving anthrax occurring on or after 

September 11, 2001, and before January 1, 2002. 

‘‘(3) STRUCTURED SETTLEMENT FACTORING

TRANSACTION.—

‘‘(A) IN GENERAL.—The term ‘structured settle-

ment factoring transaction’ means a transfer of 

structured settlement payment rights (including 

portions of structured settlement payments) 

made for consideration by means of sale, assign-

ment, pledge, or other form of encumbrance or 

alienation for consideration. 

‘‘(B) EXCEPTION.—Such term shall not in-

clude—

‘‘(i) the creation or perfection of a security in-

terest in structured settlement payment rights 

under a blanket security agreement entered into 

with an insured depository institution in the ab-

sence of any action to redirect the structured 
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settlement payments to such institution (or 
agent or successor thereof) or otherwise to en-
force such blanket security interest as against 
the structured settlement payment rights, or 

‘‘(ii) a subsequent transfer of structured set-
tlement payment rights acquired in a structured 
settlement factoring transaction. 

‘‘(4) FACTORING DISCOUNT.—The term ‘fac-
toring discount’ means an amount equal to the 

excess of— 
‘‘(A) the aggregate undiscounted amount of 

structured settlement payments being acquired 

in the structured settlement factoring trans-

action, over 
‘‘(B) the total amount actually paid by the 

acquirer to the person from whom such struc-

tured settlement payments are acquired. 
‘‘(5) RESPONSIBLE ADMINISTRATIVE AUTHOR-

ITY.—The term ‘responsible administrative au-

thority’ means the administrative authority 

which had jurisdiction over the underlying ac-

tion or proceeding which was resolved by means 

of the structured settlement. 
‘‘(6) STATE.—The term ‘State’ includes the 

Commonwealth of Puerto Rico and any posses-

sion of the United States. 
‘‘(d) COORDINATION WITH OTHER PROVI-

SIONS.—
‘‘(1) IN GENERAL.—If the applicable require-

ments of sections 72, 104(a)(1), 104(a)(2), 130, 

and 461(h) were satisfied at the time the struc-

tured settlement involving structured settlement 

payment rights was entered into, the subsequent 

occurrence of a structured settlement factoring 

transaction shall not affect the application of 

the provisions of such sections to the parties to 

the structured settlement (including an assignee 

under a qualified assignment under section 130) 

in any taxable year. 
‘‘(2) NO WITHHOLDING OF TAX.—The provisions 

of section 3405 regarding withholding of tax 

shall not apply to the person making the pay-

ments in the event of a structured settlement 

factoring transaction. 
‘‘(3) NO INFERENCE.—No inference shall be 

drawn from the application of this subsection to 

only those payment rights described in sub-

section (c)(2).’’. 
(2) CLERICAL AMENDMENT.—The table of chap-

ters for subtitle E is amended by adding at the 

end the following new item: 

‘‘Chapter 55. Structured settlement factoring 

transactions.’’.

(3) EFFECTIVE DATES.—
(A) IN GENERAL.—The amendments made by 

this subsection (other than the provisions of sec-

tion 5891(d) of the Internal Revenue Code of 

1986, as added by this subsection) shall apply to 

structured settlement factoring transactions (as 

defined in section 5891(c) of such Code (as so 

added)) entered into on or after the 30th day 

following the date of the enactment of this Act. 
(B) CLARIFICATION OF EXISTING LAW.—Section

5891(d) of such Code (as so added) shall apply 

to structured settlement factoring transactions 

(as defined in section 5891(c) of such Code (as so 

added)) entered into on or after such 30th day. 
(C) TRANSITION RULE.—In the case of a struc-

tured settlement factoring transaction entered 

into during the period beginning on the 30th 

day following the date of the enactment of this 

Act and ending on July 1, 2002, no tax shall be 

imposed under section 5891(a) of such Code if— 
(i) the structured settlement payee is domiciled 

in a State (or possession of the United States) 

which has not enacted a statute providing that 

the structured settlement factoring transaction 

is ineffective unless the transaction has been 

approved by an order, judgment, or decree of a 

court (or where applicable, a responsible admin-

istrative authority) which finds that such trans-

action—
(I) does not contravene any Federal or State 

statute or the order of any court (or responsible 

administrative authority), and 

(II) is in the best interest of the structured set-

tlement payee or is appropriate in light of a 

hardship faced by the payee, and 

(ii) the person acquiring the structured settle-

ment payment rights discloses to the structured 

settlement payee in advance of the structured 

settlement factoring transaction the amounts 

and due dates of the payments to be transferred, 

the aggregate amount to be transferred, the con-

sideration to be received by the structured settle-

ment payee for the transferred payments, the 

discounted present value of the transferred pay-

ments (including the present value as deter-

mined in the manner described in section 7520 of 

such Code), and the expenses required under the 

terms of the structured settlement factoring 

transaction to be paid by the structured settle-

ment payee or deducted from the proceeds of 

such transaction. 

(b) PERSONAL EXEMPTION DEDUCTION FOR

CERTAIN DISABILITY TRUSTS.—

(1) IN GENERAL.—Section 642(b) (relating to 

deduction for personal exemption) is amended— 

(A) by striking ‘‘An estate’’ and inserting: 

‘‘(1) IN GENERAL.—An estate’’, and 

(2) by adding at the end the following new 

paragraph:

‘‘(2) FULL PERSONAL EXEMPTION AMOUNT FOR

CERTAIN DISABILITY TRUSTS.—Paragraph (1) 

shall not apply, and the deduction under sec-

tion 151 shall apply, to any disability trust de-

scribed in subsection (c)(2)(B)(iv), (d)(4)(A), or 

(d)(4)(C) of section 1917 of the Social Security 

Act (42 U.S.C. 1396p) for a beneficiary disabled 

as the result of a wounding, injury, or illness as 

a result of the terrorist attacks against the 

United States on April 19, 1995, or September 11, 

2001, or a terrorist attack involving anthrax oc-

curring on or after September 11, 2001, and be-

fore January 1, 2002.’’. 

(2) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—

(A) EFFECTIVE DATE.—The amendments made 

by this subsection shall apply to taxable years 

ending before, on, or after September 11, 2001. 

(B) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting from 

the amendments made by this subsection is pre-

vented at any time before the close of the 1-year 

period beginning on the date of the enactment 

of this Act by the operation of any law or rule 

of law (including res judicata), such refund or 

credit may nevertheless be made or allowed if 

claim therefor is filed before the close of such 

period.

SEC. 106. NO IMPACT ON SOCIAL SECURITY 
TRUST FUND. 

(a) IN GENERAL.—Nothing in this title (or an 

amendment made by this title) shall be con-

strued to alter or amend title II of the Social Se-

curity Act (or any regulation promulgated 

under that Act). 

(b) TRANSFERS.—

(1) ESTIMATE OF SECRETARY.—The Secretary 

of the Treasury shall annually estimate the im-

pact that the enactment of this Act has on the 

income and balances of the trust funds estab-

lished under section 201 of the Social Security 

Act (42 U.S.C. 401). 

(2) TRANSFER OF FUNDS.—If, under paragraph 

(1), the Secretary of the Treasury estimates that 

the enactment of this Act has a negative impact 

on the income and balances of the trust funds 

established under section 201 of the Social Secu-

rity Act (42 U.S.C. 401), the Secretary shall 

transfer, not less frequently than quarterly, 

from the general revenues of the Federal Gov-

ernment an amount sufficient so as to ensure 

that the income and balances of such trust 

funds are not reduced as a result of the enact-

ment of this Act. 

TITLE II—GENERAL RELIEF FOR VICTIMS 
OF DISASTERS AND TERRORISTIC OR 
MILITARY ACTIONS 

SEC. 201. EXCLUSION FOR DISASTER RELIEF PAY-
MENTS.

(a) IN GENERAL.—Part III of subchapter B of 

chapter 1 (relating to items specifically excluded 

from gross income) is amended by redesignating 

section 139 as section 140 and inserting after sec-

tion 138 the following new section: 

‘‘SEC. 139. DISASTER RELIEF PAYMENTS. 
‘‘(a) GENERAL RULE.—Gross income shall not 

include—
‘‘(1) any amount received as payment under 

section 406 of the Air Transportation Safety and 

System Stabilization Act, or 
‘‘(2) any amount received by an individual as 

a qualified disaster relief payment. 
‘‘(b) QUALIFIED DISASTER RELIEF PAYMENT

DEFINED.—For purposes of this section, the term 

‘qualified disaster relief payment’ means any 

amount paid to or for the benefit of an indi-

vidual—
‘‘(1) to reimburse or pay reasonable and nec-

essary personal, family, living, or funeral ex-

penses incurred as a result of a qualified dis-

aster,
‘‘(2) to reimburse or pay reasonable and nec-

essary expenses incurred for the repair or reha-

bilitation of a personal residence or repair or re-

placement of its contents to the extent that the 

need for such repair, rehabilitation, or replace-

ment is attributable to a qualified disaster, 
‘‘(3) by a person engaged in the furnishing or 

sale of transportation as a common carrier by 

reason of the death or personal physical injuries 

incurred as a result of a qualified disaster, or 
‘‘(4) if such amount is paid by a Federal, 

State, or local government, or agency or instru-

mentality thereof, in connection with a quali-

fied disaster in order to promote the general wel-

fare,
but only to the extent any expense compensated 

by such payment is not otherwise compensated 

for by insurance or otherwise. 
‘‘(c) QUALIFIED DISASTER DEFINED.—For pur-

poses of this section, the term ‘qualified disaster’ 

means—
‘‘(1) a disaster which results from a terroristic 

or military action (as defined in section 

692(c)(2)),
‘‘(2) a Presidentially declared disaster (as de-

fined in section 1033(h)(3)), 
‘‘(3) a disaster which results from an accident 

involving a common carrier, or from any other 

event, which is determined by the Secretary to 

be of a catastrophic nature, or 
‘‘(4) with respect to amounts described in sub-

section (b)(4), a disaster which is determined by 

an applicable Federal, State, or local authority 

(as determined by the Secretary) to warrant as-

sistance from the Federal, State, or local govern-

ment or agency or instrumentality thereof. 
‘‘(d) COORDINATION WITH EMPLOYMENT

TAXES.—For purposes of chapter 2 and subtitle 

C, a qualified disaster relief payment shall not 

be treated as net earnings from self-employment, 

wages, or compensation subject to tax. 
‘‘(e) NO RELIEF FOR CERTAIN INDIVIDUALS.—

Subsection (a) shall not apply with respect to 

any individual identified by the Attorney Gen-

eral to have been a participant or conspirator in 

a terroristic action (as so defined), or a rep-

resentative of such individual.’’. 
(b) CONFORMING AMENDMENTS.—The table of 

sections for part III of subchapter B of chapter 

1 is amended by striking the item relating to sec-

tion 139 and inserting the following new items: 

‘‘Sec. 139. Disaster relief payments. 

‘‘Sec. 140. Cross references to other Acts.’’. 

(c) EFFECTIVE DATE.—The amendments made 

by this section shall apply to taxable years end-

ing on or after September 11, 2001. 
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SEC. 202. AUTHORITY TO POSTPONE CERTAIN 

DEADLINES AND REQUIRED AC-
TIONS.

(a) EXPANSION OF AUTHORITY RELATING TO

DISASTERS AND TERRORISTIC OR MILITARY AC-

TIONS.—Section 7508A is amended to read as fol-

lows:

‘‘SEC. 7508A. AUTHORITY TO POSTPONE CERTAIN 
DEADLINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER OR 
TERRORISTIC OR MILITARY AC-
TIONS.

‘‘(a) IN GENERAL.—In the case of a taxpayer 

determined by the Secretary to be affected by a 

Presidentially declared disaster (as defined in 

section 1033(h)(3)) or a terroristic or military ac-

tion (as defined in section 692(c)(2)), the Sec-

retary may specify a period of up to one year 

that may be disregarded in determining, under 

the internal revenue laws, in respect of any tax 

liability of such taxpayer— 
‘‘(1) whether any of the acts described in 

paragraph (1) of section 7508(a) were performed 

within the time prescribed therefor (determined 

without regard to extension under any other 

provision of this subtitle for periods after the 

date (determined by the Secretary) of such dis-

aster or action), 
‘‘(2) the amount of any interest, penalty, ad-

ditional amount, or addition to the tax for peri-

ods after such date, and 
‘‘(3) the amount of any credit or refund. 
‘‘(b) SPECIAL RULES REGARDING PENSIONS,

ETC.—In the case of a pension or other employee 

benefit plan, or any sponsor, administrator, par-

ticipant, beneficiary, or other person with re-

spect to such plan, affected by a disaster or ac-

tion described in subsection (a), the Secretary 

may specify a period of up to one year which 

may be disregarded in determining the date by 

which any action is required or permitted to be 

completed under this title. No plan shall be 

treated as failing to be operated in accordance 

with the terms of the plan solely as the result of 

disregarding any period by reason of the pre-

ceding sentence. 
‘‘(c) SPECIAL RULES FOR OVERPAYMENTS.—The

rules of section 7508(b) shall apply for purposes 

of this section.’’. 
(b) CLARIFICATION OF SCOPE OF ACTS SEC-

RETARY MAY POSTPONE.—Section 7508(a)(1)(K) 

(relating to time to be disregarded) is amended 

by striking ‘‘in regulations prescribed under this 

section’’.
(c) CONFORMING AMENDMENTS TO ERISA.—
(1) Part 5 of subtitle B of title I of the Em-

ployee Retirement Income Security Act of 1974 

(29 U.S.C. 1131 et seq.) is amended by adding at 

the end the following new section: 

‘‘SEC. 518. AUTHORITY TO POSTPONE CERTAIN 
DEADLINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER OR 
TERRORISTIC OR MILITARY AC-
TIONS.

‘‘In the case of a pension or other employee 

benefit plan, or any sponsor, administrator, par-

ticipant, beneficiary, or other person with re-

spect to such plan, affected by a Presidentially 

declared disaster (as defined in section 

1033(h)(3) of the Internal Revenue Code of 1986) 

or a terroristic or military action (as defined in 

section 692(c)(2) of such Code), the Secretary 

may, notwithstanding any other provision of 

law, prescribe, by notice or otherwise, a period 

of up to one year which may be disregarded in 

determining the date by which any action is re-

quired or permitted to be completed under this 

Act. No plan shall be treated as failing to be op-

erated in accordance with the terms of the plan 

solely as the result of disregarding any period 

by reason of the preceding sentence.’’. 
(2) Section 4002 of Employee Retirement In-

come Security Act of 1974 (29 U.S.C. 1302) is 

amended by adding at the end the following 

new subsection: 

‘‘(i) SPECIAL RULES REGARDING DISASTERS,

ETC.—In the case of a pension or other employee 

benefit plan, or any sponsor, administrator, par-

ticipant, beneficiary, or other person with re-

spect to such plan, affected by a Presidentially 

declared disaster (as defined in section 

1033(h)(3) of the Internal Revenue Code of 1986) 

or a terroristic or military action (as defined in 

section 692(c)(2) of such Code), the corporation 

may, notwithstanding any other provision of 

law, prescribe, by notice or otherwise, a period 

of up to one year which may be disregarded in 

determining the date by which any action is re-

quired or permitted to be completed under this 

Act. No plan shall be treated as failing to be op-

erated in accordance with the terms of the plan 

solely as the result of disregarding any period 

by reason of the preceding sentence.’’. 
(d) ADDITIONAL CONFORMING AMENDMENTS.—
(1) Section 6404 is amended— 
(A) by striking subsection (h), 
(B) by redesignating subsection (i) as sub-

section (h), and 
(C) by adding at the end the following new 

subsection:
‘‘(i) CROSS REFERENCE.—

‘‘For authority of the Secretary to abate cer-
tain amounts by reason of Presidentially de-
clared disaster or terroristic or military ac-
tion, see section 7508A.’’. 

(2) Section 6081(c) is amended to read as fol-

lows:
‘‘(c) CROSS REFERENCES.—

‘‘For time for performing certain acts post-
poned by reason of war, see section 7508, and 
by reason of Presidentially declared disaster 
or terroristic or military action, see section 
7508A.’’.

(3) Section 6161(d) is amended by adding at 

the end the following new paragraph: 
‘‘(3) POSTPONEMENT OF CERTAIN ACTS.—

‘‘For time for performing certain acts post-
poned by reason of war, see section 7508, and 
by reason of Presidentially declared disaster 
or terroristic or military action, see section 
7508A.’’.

(d) CLERICAL AMENDMENTS.—
(1) The item relating to section 7508A in the 

table of sections for chapter 77 is amended to 

read as follows: 

‘‘Sec. 7508A. Authority to postpone certain 

deadlines by reason of Presi-

dentially declared disaster or ter-

roristic or military actions.’’. 

(2) The table of contents for the Employee Re-

tirement Income Security Act of 1974 is amended 

by inserting after the item relating to section 517 

the following new item: 

‘‘Sec. 518. Authority to postpone certain dead-

lines by reason of Presidentially 

declared disaster or terroristic or 

military actions.’’. 

(e) EFFECTIVE DATE.—The amendments made 

by this section shall apply to disasters and ter-

roristic or military actions occurring on or after 

September 11, 2001, with respect to any action of 

the Secretary of the Treasury, the Secretary of 

Labor, or the Pension Benefit Guaranty Cor-

poration occurring on or after the date of the 

enactment of this Act. 

SEC. 203. INTERNAL REVENUE SERVICE DISASTER 
RESPONSE TEAM. 

(a) IN GENERAL.—Section 7508A, as amended 

by section 202(a), is amended by adding at the 

end the following new subsection: 
‘‘(d) DUTIES OF DISASTER RESPONSE TEAM.—

The Secretary shall establish as a permanent of-

fice in the national office of the Internal Rev-

enue Service a disaster response team which, in 

coordination with the Federal Emergency Man-

agement Agency, shall assist taxpayers in clari-

fying and resolving Federal tax matters associ-

ated with or resulting from any Presidentially 

declared disaster (as defined in section 

1033(h)(3)) or a terroristic or military action (as 

defined in section 692(c)(2)).’’. 
(b) EFFECTIVE DATE.—The amendment made 

by this section shall take effect on the date of 

the enactment of this Act. 

SEC. 204. APPLICATION OF CERTAIN PROVISIONS 
TO TERRORISTIC OR MILITARY AC-
TIONS.

(a) EXCLUSION FOR DEATH BENEFITS.—Section

101 (relating to certain death benefits) is amend-

ed by adding at the end the following new sub-

section:
‘‘(i) CERTAIN EMPLOYEE DEATH BENEFITS PAY-

ABLE BY REASON OF DEATH FROM TERRORISTIC

OR MILITARY ACTIONS.—
‘‘(1) IN GENERAL.—Gross income does not in-

clude amounts which are received (whether in a 

single sum or otherwise) if such amounts are 

paid by an employer by reason of the death of 

an employee incurred as a result of a terroristic 

or military action (as defined in section 

692(c)(2)).
‘‘(2) NO RELIEF FOR CERTAIN INDIVIDUALS.—

Paragraph (1) shall not apply with respect to 

any individual identified by the Attorney Gen-

eral to have been a participant or conspirator in 

a terroristic action (as so defined), or a rep-

resentative of such individual. 
‘‘(3) TREATMENT OF SELF-EMPLOYED INDIVID-

UALS.—For purposes of this subsection, the term 

‘employee’ includes a self-employed person (as 

described in section 401(c)(1)).’’. 
(b) DISABILITY INCOME.—Section 104(a)(5) (re-

lating to compensation for injuries or sickness) 

is amended by striking ‘‘a violent attack’’ and 

all that follows through the period and inserting 

‘‘a terroristic or military action (as defined in 

section 692(c)(2)).’’. 
(c) EXEMPTION FROM INCOME TAX FOR CER-

TAIN MILITARY OR CIVILIAN EMPLOYEES.—Sec-

tion 692(c) is amended— 
(1) by striking ‘‘outside the United States’’ in 

paragraph (1), and 
(2) by striking ‘‘SUSTAINED OVERSEAS’’ in the 

heading.
(d) EFFECTIVE DATE.—The amendments made 

by this section shall apply to taxable years end-

ing on or after September 11, 2001. 

SEC. 205. CLARIFICATION OF DUE DATE FOR AIR-
LINE EXCISE TAX DEPOSITS. 

(a) IN GENERAL.—Paragraph (3) of section 

301(a) of the Air Transportation Safety and Sys-

tem Stabilization Act (Public Law 107–42) is 

amended to read as follows: 
‘‘(3) AIRLINE-RELATED DEPOSIT.—For purposes 

of this subsection, the term ‘airline-related de-

posit’ means any deposit of taxes imposed by 

subchapter C of chapter 33 of such Code (relat-

ing to transportation by air).’’. 
(b) EFFECTIVE DATE.—The amendment made 

by this section shall take effect as if included in 

section 301 of the Air Transportation Safety and 

System Stabilization Act (Public Law 107–42). 

SEC. 206. COORDINATION WITH AIR TRANSPOR-
TATION SAFETY AND SYSTEM STA-
BILIZATION ACT. 

No reduction in Federal tax liability by reason 

of any provision of, or amendment made by, this 

Act shall be considered as being received from a 

collateral source for purposes of section 402(4) of 

the Air Transportation Safety and System Sta-

bilization Act (Public Law 107–42). 

TITLE III—DISCLOSURE OF TAX INFORMA-
TION IN TERRORISM AND NATIONAL SE-
CURITY INVESTIGATIONS 

SEC. 301. DISCLOSURE OF TAX INFORMATION IN 
TERRORISM AND NATIONAL SECU-
RITY INVESTIGATIONS. 

(a) DISCLOSURE WITHOUT A REQUEST OF IN-

FORMATION RELATING TO TERRORIST ACTIVITIES,

ETC.—Paragraph (3) of section 6103(i) (relating 
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to disclosure of return information to apprise 

appropriate officials of criminal activities or 

emergency circumstances) is amended by adding 

at the end the following new subparagraph: 
‘‘(C) TERRORIST ACTIVITIES, ETC.—
‘‘(i) IN GENERAL.—Except as provided in para-

graph (6), the Secretary may disclose in writing 

return information (other than taxpayer return 

information) that may be related to a terrorist 

incident, threat, or activity to the extent nec-

essary to apprise the head of the appropriate 

Federal law enforcement agency responsible for 

investigating or responding to such terrorist in-

cident, threat, or activity. 

The head of the agency may disclose such re-

turn information to officers and employees of 

such agency to the extent necessary to inves-

tigate or respond to such terrorist incident, 

threat, or activity. 
‘‘(ii) DISCLOSURE TO THE DEPARTMENT OF JUS-

TICE.—Returns and taxpayer return information 

may also be disclosed to the Attorney General 

under clause (i) to the extent necessary for, and 

solely for use in preparing, an application 

under paragraph (7)(D). 
‘‘(iii) TAXPAYER IDENTITY.—For purposes of 

this subparagraph, a taxpayer’s identity shall 

not be treated as taxpayer return information. 
‘‘(iv) TERMINATION.—No disclosure may be 

made under this subparagraph after December 

31, 2003.’’. 
(b) DISCLOSURE UPON REQUEST OF INFORMA-

TION RELATING TO TERRORIST ACTIVITIES,

ETC.—Subsection (i) of section 6103 (relating to 

disclosure to Federal officers or employees for 

administration of Federal laws not relating to 

tax administration) is amended by redesignating 

paragraph (7) as paragraph (8) and by inserting 

after paragraph (6) the following new para-

graph:
‘‘(7) DISCLOSURE UPON REQUEST OF INFORMA-

TION RELATING TO TERRORIST ACTIVITIES, ETC.—
‘‘(A) DISCLOSURE TO LAW ENFORCEMENT AGEN-

CIES.—
‘‘(i) IN GENERAL.—Except as provided in para-

graph (6), upon receipt by the Secretary of a 

written request which meets the requirements of 

clause (iii), the Secretary may disclose return 

information (other than taxpayer return infor-

mation) to officers and employees of any Fed-

eral law enforcement agency who are personally 

and directly engaged in the response to or inves-

tigation of any terrorist incident, threat, or ac-

tivity.
‘‘(ii) DISCLOSURE TO STATE AND LOCAL LAW EN-

FORCEMENT AGENCIES.—The head of any Federal 

law enforcement agency may disclose return in-

formation obtained under clause (i) to officers 

and employees of any State or local law enforce-

ment agency but only if such agency is part of 

a team with the Federal law enforcement agency 

in such response or investigation and such in-

formation is disclosed only to officers and em-

ployees who are personally and directly engaged 

in such response or investigation. 
‘‘(iii) REQUIREMENTS.—A request meets the re-

quirements of this clause if— 
‘‘(I) the request is made by the head of any 

Federal law enforcement agency (or his dele-

gate) involved in the response to or investigation 

of any terrorist incident, threat, or activity, and 
‘‘(II) the request sets forth the specific reason 

or reasons why such disclosure may be relevant 

to a terrorist incident, threat, or activity. 
‘‘(iv) LIMITATION ON USE OF INFORMATION.—

Information disclosed under this subparagraph 

shall be solely for the use of the officers and em-

ployees to whom such information is disclosed in 

such response or investigation. 
‘‘(B) DISCLOSURE TO INTELLIGENCE AGEN-

CIES.—
‘‘(i) IN GENERAL.—Except as provided in para-

graph (6), upon receipt by the Secretary of a 

written request which meets the requirements of 

clause (ii), the Secretary may disclose return in-

formation (other than taxpayer return informa-

tion) to those officers and employees of the De-

partment of Justice, the Department of the 

Treasury, and other Federal intelligence agen-

cies who are personally and directly engaged in 

the collection or analysis of intelligence and 

counterintelligence information or investigation 

concerning any terrorist incident, threat, or ac-

tivity. For purposes of the preceding sentence, 

the information disclosed under the preceding 

sentence shall be solely for the use of such offi-

cers and employees in such investigation, collec-

tion, or analysis. 

‘‘(ii) REQUIREMENTS.—A request meets the re-

quirements of this subparagraph if the request— 

‘‘(I) is made by an individual described in 

clause (iii), and 

‘‘(II) sets forth the specific reason or reasons 

why such disclosure may be relevant to a ter-

rorist incident, threat, or activity. 

‘‘(iii) REQUESTING INDIVIDUALS.—An indi-

vidual described in this subparagraph is an in-

dividual—

‘‘(I) who is an officer or employee of the De-

partment of Justice or the Department of the 

Treasury who is appointed by the President 

with the advice and consent of the Senate or 

who is the Director of the United States Secret 

Service, and 

‘‘(II) who is responsible for the collection and 

analysis of intelligence and counterintelligence 

information concerning any terrorist incident, 

threat, or activity. 

‘‘(iv) TAXPAYER IDENTITY.—For purposes of 

this subparagraph, a taxpayer’s identity shall 

not be treated as taxpayer return information. 

‘‘(C) DISCLOSURE UNDER EX PARTE ORDERS.—

‘‘(i) IN GENERAL.—Except as provided in para-

graph (6), any return or return information 

with respect to any specified taxable period or 

periods shall, pursuant to and upon the grant of 

an ex parte order by a Federal district court 

judge or magistrate under clause (ii), be open 

(but only to the extent necessary as provided in 

such order) to inspection by, or disclosure to, of-

ficers and employees of any Federal law en-

forcement agency or Federal intelligence agency 

who are personally and directly engaged in any 

investigation, response to, or analysis of intel-

ligence and counterintelligence information con-

cerning any terrorist incident, threat, or activ-

ity. Return or return information opened pursu-

ant to the preceding sentence shall be solely for 

the use of such officers and employees in the in-

vestigation, response, or analysis, and in any 

judicial, administrative, or grand jury pro-

ceedings, pertaining to such terrorist incident, 

threat, or activity. 

‘‘(ii) APPLICATION FOR ORDER.—The Attorney 

General, the Deputy Attorney General, the As-

sociate Attorney General, any Assistant Attor-

ney General, or any United States attorney may 

authorize an application to a Federal district 

court judge or magistrate for the order referred 

to in clause (i). Upon such application, such 

judge or magistrate may grant such order if he 

determines on the basis of the facts submitted by 

the applicant that— 

‘‘(I) there is reasonable cause to believe, based 

upon information believed to be reliable, that 

the return or return information may be rel-

evant to a matter relating to such terrorist inci-

dent, threat, or activity, and 

‘‘(II) the return or return information is 

sought exclusively for use in a Federal inves-

tigation, analysis, or proceeding concerning any 

terrorist incident, threat, or activity. 

‘‘(D) SPECIAL RULE FOR EX PARTE DISCLOSURE

BY THE IRS.—

‘‘(i) IN GENERAL.—Except as provided in para-

graph (6), the Secretary may authorize an appli-

cation to a Federal district court judge or mag-

istrate for the order referred to in subparagraph 

(C)(i). Upon such application, such judge or 

magistrate may grant such order if he deter-

mines on the basis of the facts submitted by the 

applicant that the requirements of subpara-

graph (C)(ii)(I) are met. 

‘‘(ii) LIMITATION ON USE OF INFORMATION.—

Information disclosed under clause (i)— 

‘‘(I) may be disclosed only to the extent nec-

essary to apprise the head of the appropriate 

Federal law enforcement agency responsible for 

investigating or responding to a terrorist inci-

dent, threat, or activity, and 

‘‘(II) shall be solely for use in a Federal inves-

tigation, analysis, or proceeding concerning any 

terrorist incident, threat, or activity. 

The head of such Federal agency may disclose 

such information to officers and employees of 

such agency to the extent necessary to inves-

tigate or respond to such terrorist incident, 

threat, or activity. 

‘‘(E) TERMINATION.—No disclosure may be 

made under this paragraph after December 31, 

2003.’’.

(c) CONFORMING AMENDMENTS.—

(1) Section 6103(a)(2) is amended by inserting 

‘‘any local law enforcement agency receiving in-

formation under subsection (i)(7)(A),’’ after 

‘‘State,’’.

(2) Section 6103(b) is amended by adding at 

the end the following new paragraph: 

‘‘(11) TERRORIST INCIDENT, THREAT, OR ACTIV-

ITY.—The term ‘terrorist incident, threat, or ac-

tivity’ means an incident, threat, or activity in-

volving an act of domestic terrorism (as defined 

in section 2331(5) of title 18, United States Code) 

or international terrorism (as defined in section 

2331(1) of such title).’’. 

(3) The heading of section 6103(i)(3) is amend-

ed by inserting ‘‘OR TERRORIST’’ after ‘‘CRIMI-

NAL’’.

(4) Paragraph (4) of section 6103(i) is amend-

ed—

(A) in subparagraph (A) by inserting ‘‘or 

(7)(C)’’ after ‘‘paragraph (1)’’, and 

(B) in subparagraph (B) by striking ‘‘or 

(3)(A)’’ and inserting ‘‘(3)(A) or (C), or (7)’’. 

(5) Paragraph (6) of section 6103(i) is amend-

ed—

(A) by striking ‘‘(3)(A)’’ and inserting ‘‘(3)(A) 

or (C)’’, and 

(B) by striking ‘‘or (7)’’ and inserting ‘‘(7), or 

(8)’’.

(6) Section 6103(p)(3) is amended— 

(A) in subparagraph (A) by striking 

‘‘(7)(A)(ii)’’ and inserting ‘‘(8)(A)(ii)’’, and 

(B) in subparagraph (C) by striking 

‘‘(i)(3)(B)(i)’’ and inserting ‘‘(i)(3)(B)(i) or 

(7)(A)(ii)’’.

(7) Section 6103(p)(4) is amended— 

(A) in the matter preceding subparagraph 

(A)—

(i) by striking ‘‘or (5),’’ the first place it ap-

pears and inserting ‘‘(5), or (7),’’, and 

(ii) by striking ‘‘(i)(3)(B)(i),’’ and inserting 

‘‘(i)(3)(B)(i) or (7)(A)(ii),’’, and 

(B) in subparagraph (F)(ii) by striking ‘‘or 

(5),’’ the first place it appears and inserting ‘‘(5) 

or (7),’’. 

(8) Section 6103(p)(6)(B)(i) is amended by 

striking ‘‘(i)(7)(A)(ii)’’ and inserting 

‘‘(i)(8)(A)(ii)’’.

(9) Section 6105(b) is amended— 

(A) by striking ‘‘or’’ at the end of paragraph 

(2),

(B) by striking ‘‘paragraphs (1) or (2)’’ in 

paragraph (3) and inserting ‘‘paragraph (1), (2), 

or (3)’’, 

(C) by redesignating paragraph (3) as para-

graph (4), and 

(D) by inserting after paragraph (2) the fol-

lowing new paragraph: 

‘‘(3) to the disclosure of tax convention infor-

mation on the same terms as return information 

may be disclosed under paragraph (3)(C) or (7) 
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of section 6103(i), except that in the case of tax 

convention information provided by a foreign 

government, no disclosure may be made under 

this paragraph without the written consent of 

the foreign government, or’’. 
(10) Section 7213(a)(2) is amended by striking 

‘‘(i)(3)(B)(i),’’ and inserting ‘‘(i)(3)(B)(i) or 

(7)(A)(ii),’’.
(d) EFFECTIVE DATE.—The amendments made 

by this section shall apply to disclosures made 

on or after the date of the enactment of this Act. 
Amend the title so as to read: ‘‘An Act to 

amend the Internal Revenue Code of 1986 to 

provide tax relief for victims of the terrorist 

attacks against the United States, and for 

other purposes.’’. 

MOTION OFFERED BY MR. THOMAS

Mr. THOMAS. Mr. Speaker, pursuant 

to the order of the House, I offer a mo-

tion.
The SPEAKER pro tempore. The 

Clerk will designate the motion. 
The text of the motion is as follows: 

Mr. THOMAS moves that: 
In lieu of the matter proposed to be in-

serted by the Senate amendment to the text 

of the bill, insert the following: 

SECTION 1. SHORT TITLE; ETC. 
(a) SHORT TITLE.—This Act may be cited as 

the ‘‘Victims of Terrorism Tax Relief Act of 

2001’’.
(b) AMENDMENT OF 1986 CODE.—Except as 

otherwise expressly provided, whenever in 

this Act an amendment or repeal is ex-

pressed in terms of an amendment to, or re-

peal of, a section or other provision, the ref-

erence shall be considered to be made to a 

section or other provision of the Internal 

Revenue Code of 1986. 
(c) TABLE OF CONTENTS.—The table of con-

tents for this Act is as follows: 

Sec. 1. Short title; etc. 

TITLE I—RELIEF PROVISIONS FOR 

VICTIMS OF TERRORIST ATTACKS 

Sec. 101. Income taxes of victims of terrorist 

attacks.
Sec. 102. Exclusion of certain death benefits. 
Sec. 103. Estate tax reduction. 
Sec. 104. Payments by charitable organiza-

tions treated as exempt pay-

ments.

TITLE II—OTHER RELIEF PROVISIONS 

Sec. 201. Exclusion for disaster relief pay-

ments.
Sec. 202. Authority to postpone certain 

deadlines and required actions. 
Sec. 203. Application of certain provisions to 

terroristic or military actions. 
Sec. 204. Clarification of due date for airline 

excise tax deposits. 
Sec. 205. Treatment of certain structured 

settlement payments. 
Sec. 206. Personal exemption deduction for 

certain disability trusts. 

TITLE III—TAX BENEFITS FOR AREA OF 

NEW YORK CITY DAMAGED IN TER-

RORIST ATTACKS ON SEPTEMBER 11, 

2001

Sec. 301. Tax benefits for area of New York 

City damaged in terrorist at-

tacks on September 11, 2001. 

TITLE IV—DISCLOSURE OF TAX INFOR-

MATION IN TERRORISM AND NATIONAL 

SECURITY INVESTIGATIONS 

Sec. 401. Disclosure of tax information in 

terrorism and national security 

investigations.

TITLE V—NO IMPACT ON SOCIAL 

SECURITY TRUST FUNDS 

Sec. 501. No impact on social security trust 

funds.

TITLE I—RELIEF PROVISIONS FOR 
VICTIMS OF TERRORIST ATTACKS 

SEC. 101. INCOME TAXES OF VICTIMS OF TER-
RORIST ATTACKS. 

(a) IN GENERAL.—Section 692 (relating to 

income taxes of members of Armed Forces on 

death) is amended by adding at the end the 

following new subsection: 
‘‘(d) INDIVIDUALS DYING AS A RESULT OF

CERTAIN ATTACKS.—

‘‘(1) IN GENERAL.—In the case of a specified 

terrorist victim, any tax imposed by this 

chapter shall not apply— 

‘‘(A) with respect to the taxable year in 

which falls the date of death, and 

‘‘(B) with respect to any prior taxable year 

in the period beginning with the last taxable 

year ending before the taxable year in which 

the wounds, injury, or illness referred to in 

paragraph (2) were incurred. 

‘‘(2) SPECIFIED TERRORIST VICTIM.—For pur-

poses of this subsection, the term ‘specified 

terrorist victim’ means any decedent— 

‘‘(A) who dies as a result of wounds or in-

jury incurred as a result of the terrorist at-

tacks against the United States on April 19, 

1995, or September 11, 2001, or 

‘‘(B) who dies as a result of illness incurred 

as a result of an attack involving anthrax 

occurring on or after September 11, 2001, and 

before January 1, 2002. 

Such term shall not include any individual 

identified by the Attorney General to have 

been a participant or conspirator in any such 

attack or a representative of such an indi-

vidual.’’.
(b) CONFORMING AMENDMENTS.—

(1) Section 5(b)(1) is amended by inserting 

‘‘and victims of certain terrorist attacks’’ 

before ‘‘on death’’. 

(2) Section 6013(f)(2)(B) is amended by in-

serting ‘‘and victims of certain terrorist at-

tacks’’ before ‘‘on death’’. 
(c) CLERICAL AMENDMENTS.—

(1) The heading of section 692 is amended 

to read as follows: 

‘‘SEC. 692. INCOME TAXES OF MEMBERS OF 
ARMED FORCES AND VICTIMS OF 
CERTAIN TERRORIST ATTACKS ON 
DEATH.’’.

(2) The item relating to section 692 in the 

table of sections for part II of subchapter J 

of chapter 1 is amended to read as follows: 

‘‘Sec. 692. Income taxes of members of Armed 

Forces and victims of certain 

terrorist attacks on death.’’. 

(d) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—

(1) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 

years ending before, on, or after September 

11, 2001. 

(2) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting 

from the amendments made by this section 

is prevented at any time before the close of 

the 1-year period beginning on the date of 

the enactment of this Act by the operation 

of any law or rule of law (including res judi-

cata), such refund or credit may nevertheless 

be made or allowed if claim therefor is filed 

before the close of such period. 

SEC. 102. EXCLUSION OF CERTAIN DEATH BENE-
FITS.

(a) IN GENERAL.—Section 101 (relating to 

certain death benefits) is amended by adding 

at the end the following new subsection: 
‘‘(i) CERTAIN EMPLOYEE DEATH BENEFITS

PAYABLE BY REASON OF DEATH OF CERTAIN

TERRORIST VICTIMS.—

‘‘(1) IN GENERAL.—Gross income does not 

include amounts (whether in a single sum or 

otherwise) paid by an employer by reason of 

the death of an employee who is a specified 

terrorist victim (as defined in section 

692(d)(2)).

‘‘(2) LIMITATION.—Subject to such rules as 

the Secretary may prescribe, paragraph (1) 

shall not apply to amounts which would have 

been payable if the individual had died other 

than as a specified terrorist victim (as so de-

fined).

‘‘(3) TREATMENT OF SELF-EMPLOYED INDIVID-

UALS.—For purposes of paragraph (1), the 

term ‘employee’ includes a self-employed in-

dividual (as defined in section 401(c)(1)).’’. 
(b) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—

(1) EFFECTIVE DATE.—The amendment 

made by this section shall apply to taxable 

years ending before, on, or after September 

11, 2001. 

(2) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting 

from the amendments made by this section 

is prevented at any time before the close of 

the 1-year period beginning on the date of 

the enactment of this Act by the operation 

of any law or rule of law (including res judi-

cata), such refund or credit may nevertheless 

be made or allowed if claim therefor is filed 

before the close of such period. 

SEC. 103. ESTATE TAX REDUCTION. 
(a) IN GENERAL.—Section 2201 is amended 

to read as follows: 

‘‘SEC. 2201. COMBAT ZONE-RELATED DEATHS OF 
MEMBERS OF THE ARMED FORCES 
AND DEATHS OF VICTIMS OF CER-
TAIN TERRORIST ATTACKS. 

‘‘(a) IN GENERAL.—Unless the executor 
elects not to have this section apply, in ap-
plying sections 2001 and 2101 to the estate of 
a qualified decedent, the rate schedule set 
forth in subsection (c) shall be deemed to be 
the rate schedule set forth in section 2001(c). 

‘‘(b) QUALIFIED DECEDENT.—For purposes of 
this section, the term ‘qualified decedent’ 
means—

‘‘(1) any citizen or resident of the United 

States dying while in active service of the 

Armed Forces of the United States, if such 

decedent—

‘‘(A) was killed in action while serving in a 

combat zone, as determined under section 

112(c), or 

‘‘(B) died as a result of wounds, disease, or 

injury suffered while serving in a combat 

zone (as determined under section 112(c)), 

and while in the line of duty, by reason of a 

hazard to which such decedent was subjected 

as an incident of such service, and 

‘‘(2) any specified terrorist victim (as de-

fined in section 692(d)(2)). 
‘‘(c) RATE SCHEDULE.—

‘‘If the amount with re-

spect to which the 

tentative tax to be 

computed is: 

The tentative tax is: 

Not over $150,000 ............. 1 percent of the amount 

by which such amount 

exceeds $100,000. 
Over $150,000 but not over 

$200,000.

$500 plus 2 percent of the 

excess over $150,000. 
Over $200,000 but not over 

$300,000.

$1,500 plus 3 percent of 

the excess over $200,000. 
Over $300,000 but not over 

$500,000.

$4,500 plus 4 percent of 

the excess over $300,000. 
Over $500,000 but not over 

$700,000.

$12,500 plus 5 percent of 

the excess over $500,000. 
Over $700,000 but not over 

$900,000.

$22,500 plus 6 percent of 

the excess over $700,000. 
Over $900,000 but not over 

$1,100,000.

$34,500 plus 7 percent of 

the excess over $900,000. 
Over $1,100,000 but not 

over $1,600,000.

$48,500 plus 8 percent of 

the excess over 

$1,100,000.
Over $1,600,000 but not 

over $2,100,000.

$88,500 plus 9 percent of 

the excess over 

$1,600,000.
Over $2,100,000 but not 

over $2,600,000.

$133,500 plus 10 percent of 

the excess over 

$2,100,000.
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‘‘If the amount with re-

spect to which the 

tentative tax to be 

computed is: 

The tentative tax is: 

Over $2,600,000 but not 

over $3,100,000.

$183,500 plus 11 percent of 

the excess over 

$2,600,000.
Over $3,100,000 but not 

over $3,600,000.

$238,500 plus 12 percent of 

the excess over 

$3,100,000.
Over $3,600,000 but not 

over $4,100,000.

$298,500 plus 13 percent of 

the excess over 

$3,600,000.
Over $4,100,000 but not 

over $5,100,000.

$363,500 plus 14 percent of 

the excess over 

$4,100,000.
Over $5,100,000 but not 

over $6,100,000.

$503,500 plus 15 percent of 

the excess over 

$5,100,000.
Over $6,100,000 but not 

over $7,100,000.

$653,500 plus 16 percent of 

the excess over 

$6,100,000.
Over $7,100,000 but not 

over $8,100,000.

$813,500 plus 17 percent of 

the excess over 

$7,100,000.
Over $8,100,000 but not 

over $9,100,000.

$983,500 plus 18 percent of 

the excess over 

$8,100,000.
Over $9,100,000 but not 

over $10,100,000.

$1,163,500 plus 19 percent 

of the excess over 

$9,100,000.
Over $10,100,000 ............... $1,353,500 plus 20 percent 

of the excess over 

$10,100,000.

‘‘(d) DETERMINATION OF UNIFIED CREDIT.—

In the case of an estate to which this section 

applies, subsection (a) shall not apply in de-

termining the credit under section 2010.’’. 
(b) CONFORMING AMENDMENTS.—

(1) Section 2011 is amended by striking sub-

section (d) and by redesignating subsections 

(e), (f), and (g) as subsections (d), (e), and (f), 

respectively.

(2) Section 2053(d)(3)(B) is amended by 

striking ‘‘section 2011(e)’’ and inserting ‘‘sec-

tion 2011(d)’’. 

(3) Paragraph (9) of section 532(c) of the 

Economic Growth and Tax Relief Reconcili-

ation Act of 2001 is repealed. 
(c) CLERICAL AMENDMENT.—The item relat-

ing to section 2201 in the table of sections for 

subchapter C of chapter 11 is amended to 

read as follows: 

‘‘Sec. 2201. Combat zone-related deaths of 

members of the Armed Forces 

and deaths of victims of certain 

terrorist attacks.’’. 

(d) EFFECTIVE DATE; WAIVER OF LIMITA-

TIONS.—

(1) EFFECTIVE DATE.—The amendments 

made by this section shall apply to estates of 

decedents—

(A) dying on or after September 11, 2001, 

and

(B) in the case of individuals dying as a re-

sult of the April 19, 1995, terrorist attack, 

dying on or after April 19, 1995. 

(2) WAIVER OF LIMITATIONS.—If refund or 

credit of any overpayment of tax resulting 

from the amendments made by this section 

is prevented at any time before the close of 

the 1-year period beginning on the date of 

the enactment of this Act by the operation 

of any law or rule of law (including res judi-

cata), such refund or credit may nevertheless 

be made or allowed if claim therefor is filed 

before the close of such period. 

SEC. 104. PAYMENTS BY CHARITABLE ORGANIZA-
TIONS TREATED AS EXEMPT PAY-
MENTS.

(a) IN GENERAL.—For purposes of the Inter-

nal Revenue Code of 1986— 

(1) payments made by an organization de-

scribed in section 501(c)(3) of such Code by 

reason of the death, injury, wounding, or ill-

ness of an individual incurred as the result of 

the terrorist attacks against the United 

States on September 11, 2001, or an attack 

involving anthrax occurring on or after Sep-

tember 11, 2001, and before January 1, 2002, 

shall be treated as related to the purpose or 

function constituting the basis for such or-

ganization’s exemption under section 501 of 

such Code if such payments are made— 

(A) in good faith using a reasonable and ob-

jective formula which is consistently ap-

plied, and 

(B) in furtherance of public rather than 

private purposes, and 

(2) in the case of a private foundation (as 

defined in section 509 of such Code), any pay-

ment described in paragraph (1) shall not be 

treated as made to a disqualified person for 

purposes of section 4941 of such Code. 

(b) EFFECTIVE DATE.—This section shall 

apply to payments made on or after Sep-

tember 11, 2001. 

TITLE II—OTHER RELIEF PROVISIONS 
SEC. 201. EXCLUSION FOR DISASTER RELIEF PAY-

MENTS.
(a) IN GENERAL.—Part III of subchapter B 

of chapter 1 (relating to items specifically 

excluded from gross income) is amended by 

redesignating section 139 as section 140 and 

inserting after section 138 the following new 

section:

‘‘SEC. 139. DISASTER RELIEF PAYMENTS. 
‘‘(a) GENERAL RULE.—Gross income shall 

not include any amount received by an indi-

vidual as a qualified disaster relief payment. 

‘‘(b) QUALIFIED DISASTER RELIEF PAYMENT

DEFINED.—For purposes of this section, the 

term ‘qualified disaster relief payment’ 

means any amount paid to or for the benefit 

of an individual— 

‘‘(1) to reimburse or pay reasonable and 

necessary personal, family, living, or funeral 

expenses incurred as a result of a qualified 

disaster,

‘‘(2) to reimburse or pay reasonable and 

necessary expenses incurred for the repair or 

rehabilitation of a personal residence or re-

pair or replacement of its contents to the ex-

tent that the need for such repair, rehabili-

tation, or replacement is attributable to a 

qualified disaster, 

‘‘(3) by a person engaged in the furnishing 

or sale of transportation as a common car-

rier by reason of the death or personal phys-

ical injuries incurred as a result of a quali-

fied disaster, or 

‘‘(4) if such amount is paid by a Federal, 

State, or local government, or agency or in-

strumentality thereof, in connection with a 

qualified disaster in order to promote the 

general welfare, 

but only to the extent any expense com-

pensated by such payment is not otherwise 

compensated for by insurance or otherwise. 

‘‘(c) QUALIFIED DISASTER DEFINED.—For

purposes of this section, the term ‘qualified 

disaster’ means— 

‘‘(1) a disaster which results from a terror-

istic or military action (as defined in section 

692(c)(2)),

‘‘(2) a Presidentially declared disaster (as 

defined in section 1033(h)(3)), 

‘‘(3) a disaster which results from an acci-

dent involving a common carrier, or from 

any other event, which is determined by the 

Secretary to be of a catastrophic nature, or 

‘‘(4) with respect to amounts described in 

subsection (b)(4), a disaster which is deter-

mined by an applicable Federal, State, or 

local authority (as determined by the Sec-

retary) to warrant assistance from the Fed-

eral, State, or local government or agency or 

instrumentality thereof. 

‘‘(d) COORDINATION WITH EMPLOYMENT

TAXES.—For purposes of chapter 2 and sub-

title C, a qualified disaster relief payment 

shall not be treated as net earnings from 

self-employment, wages, or compensation 

subject to tax. 
‘‘(e) NO RELIEF FOR CERTAIN INDIVIDUALS.—

Subsections (a) and (f) shall not apply with 

respect to any individual identified by the 

Attorney General to have been a participant 

or conspirator in a terroristic action (as so 

defined), or a representative of such indi-

vidual.
‘‘(f) EXCLUSION OF CERTAIN ADDITIONAL

PAYMENTS.—Gross income shall not include 

any amount received as payment under sec-

tion 406 of the Air Transportation Safety and 

System Stabilization Act.’’ 
(b) CONFORMING AMENDMENTS.—The table 

of sections for part III of subchapter B of 

chapter 1 is amended by striking the item re-

lating to section 139 and inserting the fol-

lowing new items: 

‘‘Sec. 139. Disaster relief payments. 

‘‘Sec. 140. Cross references to other Acts.’’. 

(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 

years ending on or after September 11, 2001. 

SEC. 202. AUTHORITY TO POSTPONE CERTAIN 
DEADLINES AND REQUIRED AC-
TIONS.

(a) EXPANSION OF AUTHORITY RELATING TO

DISASTERS AND TERRORISTIC OR MILITARY AC-

TIONS.—Section 7508A is amended to read as 

follows:

‘‘SEC. 7508A. AUTHORITY TO POSTPONE CERTAIN 
DEADLINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER 
OR TERRORISTIC OR MILITARY AC-
TIONS.

‘‘(a) IN GENERAL.—In the case of a taxpayer 

determined by the Secretary to be affected 

by a Presidentially declared disaster (as de-

fined in section 1033(h)(3)) or a terroristic or 

military action (as defined in section 

692(c)(2)), the Secretary may specify a period 

of up to one year that may be disregarded in 

determining, under the internal revenue 

laws, in respect of any tax liability of such 

taxpayer—

‘‘(1) whether any of the acts described in 

paragraph (1) of section 7508(a) were per-

formed within the time prescribed therefor 

(determined without regard to extension 

under any other provision of this subtitle for 

periods after the date (determined by the 

Secretary) of such disaster or action), 

‘‘(2) the amount of any interest, penalty, 

additional amount, or addition to the tax for 

periods after such date, and 

‘‘(3) the amount of any credit or refund. 
‘‘(b) SPECIAL RULES REGARDING PENSIONS,

ETC.—In the case of a pension or other em-

ployee benefit plan, or any sponsor, adminis-

trator, participant, beneficiary, or other per-

son with respect to such plan, affected by a 

disaster or action described in subsection (a), 

the Secretary may specify a period of up to 

one year which may be disregarded in deter-

mining the date by which any action is re-

quired or permitted to be completed under 

this title. No plan shall be treated as failing 

to be operated in accordance with the terms 

of the plan solely as the result of dis-

regarding any period by reason of the pre-

ceding sentence. 
‘‘(c) SPECIAL RULES FOR OVERPAYMENTS.—

The rules of section 7508(b) shall apply for 

purposes of this section.’’. 
(b) CLARIFICATION OF SCOPE OF ACTS SEC-

RETARY MAY POSTPONE.—Section

7508(a)(1)(K) (relating to time to be dis-

regarded) is amended by striking ‘‘in regula-

tions prescribed under this section’’. 
(c) CONFORMING AMENDMENTS TO ERISA.—

(1) Part 5 of subtitle B of title I of the Em-

ployee Retirement Income Security Act of 
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1974 (29 U.S.C. 1131 et seq.) is amended by 

adding at the end the following new section: 

‘‘SEC. 518. AUTHORITY TO POSTPONE CERTAIN 
DEADLINES BY REASON OF PRESI-
DENTIALLY DECLARED DISASTER 
OR TERRORISTIC OR MILITARY AC-
TIONS.

‘‘In the case of a pension or other employee 

benefit plan, or any sponsor, administrator, 

participant, beneficiary, or other person 

with respect to such plan, affected by a 

Presidentially declared disaster (as defined 

in section 1033(h)(3) of the Internal Revenue 

Code of 1986) or a terroristic or military ac-

tion (as defined in section 692(c)(2) of such 

Code), the Secretary may, notwithstanding 

any other provision of law, prescribe, by no-

tice or otherwise, a period of up to one year 

which may be disregarded in determining the 

date by which any action is required or per-

mitted to be completed under this Act. No 

plan shall be treated as failing to be operated 

in accordance with the terms of the plan 

solely as the result of disregarding any pe-

riod by reason of the preceding sentence.’’. 

(2) Section 4002 of Employee Retirement 

Income Security Act of 1974 (29 U.S.C. 1302) is 

amended by adding at the end the following 

new subsection: 

‘‘(i) SPECIAL RULES REGARDING DISASTERS,

ETC.—In the case of a pension or other em-

ployee benefit plan, or any sponsor, adminis-

trator, participant, beneficiary, or other per-

son with respect to such plan, affected by a 

Presidentially declared disaster (as defined 

in section 1033(h)(3) of the Internal Revenue 

Code of 1986) or a terroristic or military ac-

tion (as defined in section 692(c)(2) of such 

Code), the corporation may, notwithstanding 

any other provision of law, prescribe, by no-

tice or otherwise, a period of up to one year 

which may be disregarded in determining the 

date by which any action is required or per-

mitted to be completed under this Act. No 

plan shall be treated as failing to be operated 

in accordance with the terms of the plan 

solely as the result of disregarding any pe-

riod by reason of the preceding sentence.’’. 

(d) ADDITIONAL CONFORMING AMEND-

MENTS.—

(1) Section 6404 is amended— 

(A) by striking subsection (h), 

(B) by redesignating subsection (i) as sub-

section (h), and 

(C) by adding at the end the following new 

subsection:

‘‘(i) CROSS REFERENCE.—

‘‘For authority to suspend running of inter-
est, etc. by reason of Presidentially declared 
disaster or terroristic or military action, see 
section 7508A.’’. 

(2) Section 6081(c) is amended to read as 

follows:

‘‘(c) CROSS REFERENCES.—

‘‘For time for performing certain acts post-
poned by reason of war, see section 7508, and 
by reason of Presidentially declared disaster 
or terroristic or military action, see section 
7508A.’’.

(3) Section 6161(d) is amended by adding at 

the end the following new paragraph: 

‘‘(3) POSTPONEMENT OF CERTAIN ACTS.—

‘‘For time for performing certain acts post-
poned by reason of war, see section 7508, and 
by reason of Presidentially declared disaster 
or terroristic or military action, see section 
7508A.’’.

(d) CLERICAL AMENDMENTS.—

(1) The item relating to section 7508A in 

the table of sections for chapter 77 is amend-

ed to read as follows: 

‘‘Sec. 7508A. Authority to postpone certain 

deadlines by reason of Presi-

dentially declared disaster or 

terroristic or military ac-

tions.’’.

(2) The table of contents for the Employee 

Retirement Income Security Act of 1974 is 

amended by inserting after the item relating 

to section 517 the following new item: 

‘‘Sec. 518. Authority to postpone certain 

deadlines by reason of Presi-

dentially declared disaster or 

terroristic or military ac-

tions.’’.

(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to disasters 

and terroristic or military actions occurring 

on or after September 11, 2001, with respect 

to any action of the Secretary of the Treas-

ury, the Secretary of Labor, or the Pension 

Benefit Guaranty Corporation occurring on 

or after the date of the enactment of this 

Act.

SEC. 203. APPLICATION OF CERTAIN PROVISIONS 
TO TERRORISTIC OR MILITARY AC-
TIONS.

(a) DISABILITY INCOME.—Section 104(a)(5) 

(relating to compensation for injuries or 

sickness) is amended by striking ‘‘a violent 

attack’’ and all that follows through the pe-

riod and inserting ‘‘a terroristic or military 

action (as defined in section 692(c)(2)).’’. 

(b) EXEMPTION FROM INCOME TAX FOR CER-

TAIN MILITARY OR CIVILIAN EMPLOYEES.—Sec-

tion 692(c) is amended— 

(1) by striking ‘‘outside the United States’’ 

in paragraph (1), and 

(2) by striking ‘‘SUSTAINED OVERSEAS’’ in 

the heading. 

(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 

years ending on or after September 11, 2001. 

SEC. 204. CLARIFICATION OF DUE DATE FOR AIR-
LINE EXCISE TAX DEPOSITS. 

(a) IN GENERAL.—Paragraph (3) of section 

301(a) of the Air Transportation Safety and 

System Stabilization Act (Public Law 107–42) 

is amended to read as follows: 

‘‘(3) AIRLINE-RELATED DEPOSIT.—For pur-

poses of this subsection, the term ‘airline-re-

lated deposit’ means any deposit of taxes im-

posed by subchapter C of chapter 33 of such 

Code (relating to transportation by air).’’. 

(b) EFFECTIVE DATE.—The amendment 

made by this section shall take effect as if 

included in section 301 of the Air Transpor-

tation Safety and System Stabilization Act 

(Public Law 107–42). 

SEC. 205. TREATMENT OF CERTAIN STRUCTURED 
SETTLEMENT PAYMENTS. 

(a) IN GENERAL.—Subtitle E is amended by 

adding at the end the following new chapter: 

‘‘CHAPTER 55—STRUCTURED 
SETTLEMENT FACTORING TRANSACTIONS 
‘‘Sec. 5891. Structured settlement factoring 

transactions.

‘‘SEC. 5891. STRUCTURED SETTLEMENT FAC-
TORING TRANSACTIONS. 

‘‘(a) IMPOSITION OF TAX.—There is hereby 

imposed on any person who acquires directly 

or indirectly structured settlement payment 

rights in a structured settlement factoring 

transaction a tax equal to 40 percent of the 

factoring discount as determined under sub-

section (c)(4) with respect to such factoring 

transaction.

‘‘(b) EXCEPTION FOR CERTAIN APPROVED

TRANSACTIONS.—

‘‘(1) IN GENERAL.—The tax under subsection 

(a) shall not apply in the case of a structured 

settlement factoring transaction in which 

the transfer of structured settlement pay-

ment rights is approved in advance in a 

qualified order. 

‘‘(2) QUALIFIED ORDER.—For purposes of 

this section, the term ‘qualified order’ means 

a final order, judgment, or decree which— 

‘‘(A) finds that the transfer described in 

paragraph (1)— 

‘‘(i) does not contravene any Federal or 

State statute or the order of any court or re-

sponsible administrative authority, and 

‘‘(ii) is in the best interest of the payee, 

taking into account the welfare and support 

of the payee’s dependents, and 

‘‘(B) is issued— 

‘‘(i) under the authority of an applicable 

State statute by an applicable State court, 

or

‘‘(ii) by the responsible administrative au-

thority (if any) which has exclusive jurisdic-

tion over the underlying action or pro-

ceeding which was resolved by means of the 

structured settlement. 

‘‘(3) APPLICABLE STATE STATUTE.—For pur-

poses of this section, the term ‘applicable 

State statute’ means a statute providing for 

the entry of an order, judgment, or decree 

described in paragraph (2)(A) which is en-

acted by— 

‘‘(A) the State in which the payee of the 

structured settlement is domiciled, or 

‘‘(B) if there is no statute described in sub-

paragraph (A), the State in which either the 

party to the structured settlement (includ-

ing an assignee under a qualified assignment 

under section 130) or the person issuing the 

funding asset for the structured settlement 

is domiciled or has its principal place of 

business.

‘‘(4) APPLICABLE STATE COURT.—For pur-

poses of this section— 

‘‘(A) IN GENERAL.—The term ‘applicable 

State court’ means, with respect to any ap-

plicable State statute, a court of the State 

which enacted such statute. 

‘‘(B) SPECIAL RULE.—In the case of an ap-

plicable State statute described in paragraph 

(3)(B), such term also includes a court of the 

State in which the payee of the structured 

settlement is domiciled. 

‘‘(5) QUALIFIED ORDER DISPOSITIVE.—A

qualified order shall be treated as dispositive 

for purposes of the exception under this sub-

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

tion—

‘‘(1) STRUCTURED SETTLEMENT.—The term 

‘structured settlement’ means an arrange-

ment—

‘‘(A) which is established by— 

‘‘(i) suit or agreement for the periodic pay-

ment of damages excludable from the gross 

income of the recipient under section 

104(a)(2), or 

‘‘(ii) agreement for the periodic payment of 

compensation under any workers’ compensa-

tion law excludable from the gross income of 

the recipient under section 104(a)(1), and 

‘‘(B) under which the periodic payments 

are—

‘‘(i) of the character described in subpara-

graphs (A) and (B) of section 130(c)(2), and 

‘‘(ii) payable by a person who is a party to 

the suit or agreement or to the workers’ 

compensation claim or by a person who has 

assumed the liability for such periodic pay-

ments under a qualified assignment in ac-

cordance with section 130. 

‘‘(2) STRUCTURED SETTLEMENT PAYMENT

RIGHTS.—The term ‘structured settlement 

payment rights’ means rights to receive pay-

ments under a structured settlement. 

‘‘(3) STRUCTURED SETTLEMENT FACTORING

TRANSACTION.—

‘‘(A) IN GENERAL.—The term ‘structured 

settlement factoring transaction’ means a 
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transfer of structured settlement payment 

rights (including portions of structured set-

tlement payments) made for consideration 

by means of sale, assignment, pledge, or 

other form of encumbrance or alienation for 

consideration.

‘‘(B) EXCEPTION.—Such term shall not in-

clude—

‘‘(i) the creation or perfection of a security 

interest in structured settlement payment 

rights under a blanket security agreement 

entered into with an insured depository in-

stitution in the absence of any action to re-

direct the structured settlement payments 

to such institution (or agent or successor 

thereof) or otherwise to enforce such blanket 

security interest as against the structured 

settlement payment rights, or 

‘‘(ii) a subsequent transfer of structured 

settlement payment rights acquired in a 

structured settlement factoring transaction. 

‘‘(4) FACTORING DISCOUNT.—The term ‘fac-

toring discount’ means an amount equal to 

the excess of— 

‘‘(A) the aggregate undiscounted amount of 

structured settlement payments being ac-

quired in the structured settlement factoring 

transaction, over 

‘‘(B) the total amount actually paid by the 

acquirer to the person from whom such 

structured settlement payments are ac-

quired.

‘‘(5) RESPONSIBLE ADMINISTRATIVE AUTHOR-

ITY.—The term ‘responsible administrative 

authority’ means the administrative author-

ity which had jurisdiction over the under-

lying action or proceeding which was re-

solved by means of the structured settle-

ment.

‘‘(6) STATE.—The term ‘State’ includes the 

Commonwealth of Puerto Rico and any pos-

session of the United States. 
‘‘(d) COORDINATION WITH OTHER PROVI-

SIONS.—

‘‘(1) IN GENERAL.—If the applicable require-

ments of sections 72, 104(a)(1), 104(a)(2), 130, 

and 461(h) were satisfied at the time the 

structured settlement involving structured 

settlement payment rights was entered into, 

the subsequent occurrence of a structured 

settlement factoring transaction shall not 

affect the application of the provisions of 

such sections to the parties to the structured 

settlement (including an assignee under a 

qualified assignment under section 130) in 

any taxable year. 

‘‘(2) NO WITHHOLDING OF TAX.—The provi-

sions of section 3405 regarding withholding of 

tax shall not apply to the person making the 

payments in the event of a structured settle-

ment factoring transaction.’’. 
(b) CLERICAL AMENDMENT.—The table of 

chapters for subtitle E is amended by adding 
at the end the following new item: 

‘‘Chapter 55. Structured settlement factoring 

transactions.’’.

(c) EFFECTIVE DATES.—

(1) IN GENERAL.—The amendments made by 

this section (other than the provisions of 

section 5891(d) of the Internal Revenue Code 

of 1986, as added by this section) shall apply 

to structured settlement factoring trans-

actions (as defined in section 5891(c) of such 

Code (as so added)) entered into on or after 

the 30th day following the date of the enact-

ment of this Act. 

(2) CLARIFICATION OF EXISTING LAW.—Sec-

tion 5891(d) of such Code (as so added) shall 

apply to structured settlement factoring 

transactions (as defined in section 5891(c) of 

such Code (as so added)) entered into on or 

after such 30th day. 

(3) TRANSITION RULE.—In the case of a 

structured settlement factoring transaction 

entered into during the period beginning on 

the 30th day following the date of the enact-

ment of this Act and ending on July 1, 2002, 

no tax shall be imposed under section 5891(a) 

of such Code if— 

(A) the structured settlement payee is 

domiciled in a State (or possession of the 

United States) which has not enacted a stat-

ute providing that the structured settlement 

factoring transaction is ineffective unless 

the transaction has been approved by an 

order, judgment, or decree of a court (or 

where applicable, a responsible administra-

tive authority) which finds that such trans-

action—

(i) does not contravene any Federal or 

State statute or the order of any court (or 

responsible administrative authority), and 

(ii) is in the best interest of the structured 

settlement payee or is appropriate in light of 

a hardship faced by the payee, and 

(B) the person acquiring the structured 

settlement payment rights discloses to the 

structured settlement payee in advance of 

the structured settlement factoring trans-

action the amounts and due dates of the pay-

ments to be transferred, the aggregate 

amount to be transferred, the consideration 

to be received by the structured settlement 

payee for the transferred payments, the dis-

counted present value of the transferred pay-

ments (including the present value as deter-

mined in the manner described in section 

7520 of such Code), and the expenses required 

under the terms of the structured settlement 

factoring transaction to be paid by the struc-

tured settlement payee or deducted from the 

proceeds of such transaction. 

SEC. 206. PERSONAL EXEMPTION DEDUCTION 
FOR CERTAIN DISABILITY TRUSTS. 

(a) IN GENERAL.—Subsection (b) of section 

642 (relating to deduction for personal ex-

emption) is amended to read as follows: 

‘‘(b) DEDUCTION FOR PERSONAL EXEMP-

TION.—

‘‘(1) ESTATES.—An estate shall be allowed a 

deduction of $600. 

‘‘(2) TRUSTS.—

‘‘(A) IN GENERAL.—Except as otherwise pro-

vided in this paragraph, a trust shall be al-

lowed a deduction of $100. 

‘‘(B) TRUSTS DISTRIBUTING INCOME CUR-

RENTLY.—A trust which, under its governing 

instrument, is required to distribute all of 

its income currently shall be allowed a de-

duction of $300. 

‘‘(C) DISABILITY TRUSTS.—

‘‘(i) IN GENERAL.—A qualified disability 

trust shall be allowed a deduction equal to 

the exemption amount under section 151(d), 

determined—

‘‘(I) by treating such trust as an individual 

described in section 151(d)(3)(C)(iii), and 

‘‘(II) by applying section 67(e) (without the 

reference to section 642(b)) for purposes of 

determining the adjusted gross income of the 

trust.

‘‘(ii) QUALIFIED DISABILITY TRUST.—For

purposes of clause (i), the term ‘qualified dis-

ability trust’ means any trust if— 

‘‘(I) such trust is a disability trust de-

scribed in subsection (c)(2)(B)(iv), (d)(4)(A), 

or (d)(4)(C) of section 1917 of the Social Secu-

rity Act (42 U.S.C. 1396p), and 

‘‘(II) all of the beneficiaries of the trust as 

of the close of the taxable year are deter-

mined to have been disabled (within the 

meaning of section 1614(a)(3) of the Social 

Security Act, 42 U.S.C. 1382c(a)(3)) for some 

portion of such year. 

A trust shall not fail to meet the require-

ments of subclause (II) merely because the 

corpus of the trust may revert to a person 

who is not so disabled after the trust ceases 

to have any beneficiary who is so disabled.’’ 

‘‘(3) DEDUCTIONS IN LIEU OF PERSONAL EX-

EMPTION.—The deductions allowed by this 

subsection shall be in lieu of the deductions 

allowed under section 151 (relating to deduc-

tion for personal exemption).’’. 
(b) EFFECTIVE DATE.—The amendment 

made by this section shall apply to taxable 

years ending on or after September 11, 2001. 

TITLE III—TAX BENEFITS FOR AREA OF 
NEW YORK CITY DAMAGED IN TER-
RORIST ATTACKS ON SEPTEMBER 11, 
2001

SEC. 301. TAX BENEFITS FOR AREA OF NEW YORK 
CITY DAMAGED IN TERRORIST AT-
TACKS ON SEPTEMBER 11, 2001. 

(a) IN GENERAL.—Chapter 1 is amended by 

adding at the end the following new sub-

chapter:

‘‘Subchapter Y—New York Liberty Zone 
Benefits

‘‘Sec. 1400L. Tax benefits for New York Lib-

erty Zone. 

‘‘SEC. 1400L. TAX BENEFITS FOR NEW YORK LIB-
ERTY ZONE. 

‘‘(a) SPECIAL ALLOWANCE FOR CERTAIN

PROPERTY ACQUIRED AFTER SEPTEMBER 10,

2001.—

‘‘(1) ADDITIONAL ALLOWANCE.—In the case of 

any qualified New York Liberty Zone prop-

erty—

‘‘(A) the depreciation deduction provided 

by section 167(a) for the taxable year in 

which such property is placed in service shall 

include an allowance equal to 30 percent of 

the adjusted basis of such property, and 

‘‘(B) the adjusted basis of the qualified New 

York Liberty Zone property shall be reduced 

by the amount of such deduction before com-

puting the amount otherwise allowable as a 

depreciation deduction under this chapter 

for such taxable year and any subsequent 

taxable year. 

‘‘(2) QUALIFIED NEW YORK LIBERTY ZONE

PROPERTY.—For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘qualified New 

York Liberty Zone property’ means prop-

erty—

‘‘(i)(I) to which section 168 applies (other 

than railroad grading and tunnel bores), or 

‘‘(II) which is computer software (as de-

fined in section 167(f)(1)(B)) for which a de-

duction is allowable under section 167(a) 

without regard to this subsection, 

‘‘(ii) substantially all of the use of which is 

in the New York Liberty Zone and is in the 

active conduct of a trade or business by the 

taxpayer in such Zone, 

‘‘(iii) the original use of which in the New 

York Liberty Zone commences with the tax-

payer after September 10, 2001, and 

‘‘(iv) which is acquired by the taxpayer by 

purchase (as defined in section 179(d)) after 

September 10, 2001, and placed in service by 

the taxpayer on or before the termination 

date, but only if no written binding contract 

for the acquisition was in effect before Sep-

tember 11, 2001. 

The term ‘termination date’ means Decem-

ber 31, 2006 (December 31, 2009, in the case of 

nonresidential real property and residential 

rental property). 

‘‘(B) EXCEPTIONS.—

‘‘(i) ALTERNATIVE DEPRECIATION PROP-

ERTY.—The term ‘qualified New York Lib-

erty Zone property’ shall not include any 

property to which the alternative deprecia-

tion system under section 168(g) applies, de-

termined—

‘‘(I) without regard to paragraph (7) of sec-

tion 168(g) (relating to election to have sys-

tem apply), and 
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‘‘(II) after application of section 280F(b) 

(relating to listed property with limited 

business use). 

‘‘(ii) QUALIFIED LEASEHOLD IMPROVEMENT

PROPERTY.—Such term shall not include 

qualified leasehold improvement property. 

‘‘(iii) ELECTION OUT.—If a taxpayer makes 

an election under this clause with respect to 

any class of property for any taxable year, 

this subsection shall not apply to all prop-

erty in such class placed in service during 

such taxable year. 

‘‘(C) SPECIAL RULES RELATING TO ORIGINAL

USE.—

‘‘(i) SELF-CONSTRUCTED PROPERTY.—In the 

case of a taxpayer manufacturing, con-

structing, or producing property for the tax-

payer’s own use, the requirements of clause 

(iv) of subparagraph (A) shall be treated as 

met if the taxpayer begins manufacturing, 

constructing, or producing the property after 

September 10, 2001, and before the termi-

nation date. 

‘‘(ii) SALE-LEASEBACKS.—For purposes of 

subparagraph (A)(iii), if property— 

‘‘(I) is originally placed in service after 

September 10, 2001, by a person, and 

‘‘(II) sold and leased back by such person 

within 3 months after the date such property 

was originally placed in service, 

such property shall be treated as originally 

placed in service not earlier than the date on 

which such property is used under the lease-

back referred to in subclause (II). 

‘‘(D) ALLOWANCE AGAINST ALTERNATIVE MIN-

IMUM TAX.—The deduction allowed by this 

subsection shall be allowed in determining 

alternative minimum taxable income under 

section 55. 
‘‘(b) 5-YEAR RECOVERY PERIOD FOR DEPRE-

CIATION OF CERTAIN LEASEHOLD IMPROVE-
MENTS.—

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

168, the term ‘5-year property’ includes any 

qualified leasehold improvement property. 

‘‘(2) QUALIFIED LEASEHOLD IMPROVEMENT

PROPERTY.—For purposes of this section— 

‘‘(A) IN GENERAL.—The term ‘qualified 

leasehold improvement property’ means any 

improvement to an interior portion of a 

building which is nonresidential real prop-

erty if— 

‘‘(i) such building is located in the New 

York Liberty Zone, 

‘‘(ii) such improvement is made under or 

pursuant to a lease (as defined in section 

168(h)(7))—

‘‘(I) by the lessee (or any sublessee) of such 

portion, or 

‘‘(II) by the lessor of such portion, 

‘‘(iii) such portion is to be occupied exclu-

sively by the lessee (or any sublessee) of such 

portion,

‘‘(iv) such improvement is placed in serv-

ice—

‘‘(I) after September 10, 2001, and more 

than 3 years after the date the building was 

first placed in service, and 

‘‘(II) before January 1, 2007, and 

‘‘(v) no written binding contract for such 

improvement was in effect before September 

11, 2001. 

‘‘(B) CERTAIN IMPROVEMENTS NOT IN-

CLUDED.—Such term shall not include any 

improvement for which the expenditure is 

attributable to— 

‘‘(i) the enlargement of the building, 

‘‘(ii) any elevator or escalator, 

‘‘(iii) any structural component benefiting 

a common area, and 

‘‘(iv) the internal structural framework of 

the building. 

‘‘(C) DEFINITIONS AND SPECIAL RULES.—For

purposes of this paragraph— 

‘‘(i) COMMITMENT TO LEASE TREATED AS

LEASE.—A commitment to enter into a lease 

shall be treated as a lease, and the parties to 

such commitment shall be treated as lessor 

and lessee, respectively. 

‘‘(ii) RELATED PERSONS.—A lease between 

related persons shall not be considered a 

lease. For purposes of the preceding sen-

tence, the term ‘related persons’ means— 

‘‘(I) members of an affiliated group (as de-

fined in section 1504), and 

‘‘(II) persons having a relationship de-

scribed in subsection (b) of section 267; ex-

cept that, for purposes of this clause, the 

phrase ‘80 percent or more’ shall be sub-

stituted for the phrase ‘more than 50 per-

cent’ each place it appears in such sub-

section.

‘‘(D) IMPROVEMENTS MADE BY LESSOR.—

‘‘(i) IN GENERAL.—In the case of an im-

provement made by the person who was the 

lessor of such improvement when such im-

provement was placed in service, such im-

provement shall be qualified leasehold im-

provement property (if at all) only so long as 

such improvement is held by such person. 

‘‘(ii) EXCEPTION FOR CHANGES IN FORM OF

BUSINESS.—Property shall not cease to be 

qualified leasehold improvement property 

under clause (i) by reason of— 

‘‘(I) death, 

‘‘(II) a transaction to which section 381(a) 

applies, or 

‘‘(III) a mere change in the form of con-

ducting the trade or business so long as the 

property is retained in such trade or business 

as qualified leasehold improvement property 

and the taxpayer retains a substantial inter-

est in such trade or business. 

‘‘(3) REQUIREMENT TO USE STRAIGHT LINE

METHOD.—The applicable depreciation meth-

od under section 168 shall be the straight line 

method in the case of qualified leasehold im-

provement property. 

‘‘(4) 9-YEAR RECOVERY PERIOD UNDER ALTER-

NATIVE SYSTEM.—For purposes of section 

168(g), the class life of qualified leasehold im-

provement property shall be 9 years. 
‘‘(c) INCREASE IN EXPENSING UNDER SECTION

179.—

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

179—

‘‘(A) the limitation under section 179(b)(1) 

shall be increased by the lesser of— 

‘‘(i) $35,000, or 

‘‘(ii) the cost of section 179 property which 

is qualified New York Liberty Zone property 

placed in service during the taxable year, 

and

‘‘(B) the amount taken into account under 

section 179(b)(2) with respect to any section 

179 property which is qualified New York 

Liberty Zone property shall be 50 percent of 

the cost thereof. 

‘‘(2) RECAPTURE.—Rules similar to the 

rules under section 179(d)(10) shall apply with 

respect to any qualified New York Liberty 

Zone property which ceases to be used in the 

New York Liberty Zone. 
‘‘(d) TAX-EXEMPT BOND FINANCING.—

‘‘(1) IN GENERAL.—For purposes of this 

title, any qualified New York Liberty Bond 

shall be treated as an exempt facility bond. 

‘‘(2) QUALIFIED NEW YORK LIBERTY BOND.—

For purposes of this subsection, the term 

‘qualified New York Liberty Bond’ means 

any bond issued as part of an issue if— 

‘‘(A) 95 percent or more of the net proceeds 

(as defined in section 150(a)(3)) of such issue 

are to be used for qualified project costs, 

‘‘(B) such bond is issued by the State of 

New York or any political subdivision there-

of,

‘‘(C) the Governor of New York designates 

such bond for purposes of this section, and 

‘‘(D) such bond is issued during calendar 

year 2002, 2003, or 2004. 

‘‘(3) LIMITATION ON AMOUNT OF BONDS DES-

IGNATED.—The maximum aggregate face 

amount of bonds which may be designated 

under this subsection shall not exceed 

$15,000,000,000.

‘‘(4) QUALIFIED PROJECT COSTS.—For pur-

poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘qualified 

project costs’ means the cost of acquisition, 

construction, reconstruction, and renovation 

of—

‘‘(i) nonresidential real property and resi-

dential rental property (including fixed ten-

ant improvements associated with such prop-

erty) located in the New York Liberty Zone, 

and

‘‘(ii) public utility property located in the 

New York Liberty Zone. 

‘‘(B) COSTS FOR CERTAIN PROPERTY OUTSIDE

ZONE INCLUDED.—Such term includes the cost 

of acquisition, construction, reconstruction, 

and renovation of nonresidential real prop-

erty (including fixed tenant improvements 

associated with such property) located out-

side the New York Liberty Zone but within 

the City of New York, New York, if such 

property is part of a project which consists 

of at least 100,000 square feet of usable office 

or other commercial space located in a sin-

gle building or multiple adjacent buildings. 

‘‘(C) LIMITATIONS.—Such term shall not in-

clude—

‘‘(i) costs for property located outside the 

New York Liberty Zone to the extent such 

costs exceed $7,000,000,000, 

‘‘(ii) costs with respect to residential rent-

al property to the extent such costs exceed 

$3,000,000,000, and 

‘‘(iii) costs with respect to property used 

for retail sales of tangible property to the 

extent such costs exceed $1,500,000,000. 

‘‘(D) MOVABLE FIXTURES AND EQUIPMENT.—

Such term shall not include costs with re-

spect to movable fixtures and equipment. 

‘‘(5) SPECIAL RULES.—In applying this title 

to any qualified New York Liberty Bond, the 

following modifications shall apply: 

‘‘(A) Section 146 (relating to volume cap) 

shall not apply. 

‘‘(B) Section 147(c) (relating to limitation 

on use for land acquisition) shall be deter-

mined by reference to the aggregate author-

ized face amount of all qualified New York 

Liberty Bonds rather than the net proceeds 

of each issue. 

‘‘(C) Section 147(d) (relating to acquisition 

of existing property not permitted) shall be 

applied by substituting ‘50 percent’ for ‘15 

percent’ each place it appears. 

‘‘(D) Section 148(f)(4)(C) (relating to excep-

tion from rebate for certain proceeds to be 

used to finance construction expenditures) 

shall apply to construction proceeds of bonds 

issued under this section. 

‘‘(E) Financing provided by such a bond 

shall not be taken into account under sec-

tion 168(g)(5)(A) with respect to property 

substantially all of the use of which is in the 

New York Liberty Zone and is in the active 

conduct of a trade or business by the tax-

payer in such Zone. 

‘‘(F) Repayments of principal on financing 

provided by the issue— 

‘‘(i) may not be used to provide financing, 

and

‘‘(ii) are used not later than the close of 

the 1st semiannual period beginning after 

the date of the repayment to redeem bonds 

which are part of such issue. 

The requirement of clause (ii) shall be treat-

ed as met with respect to amounts received 

within 10 years after the date of issuance of 
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the issue (or, in the case of refunding bond, 

the date of issuance of the original bond) if 

such amounts are used by the close of such 10 

years to redeem bonds which are part of such 

issue.

‘‘(G) Section 57(a)(5) shall not apply. 

‘‘(6) SEPARATE ISSUE TREATMENT OF POR-

TIONS OF AN ISSUE.—This subsection shall not 

apply to the portion of the proceeds of an 

issue which (if issued as a separate issue) 

would be treated as a qualified bond or as a 

bond that is not a private activity bond (de-

termined without regard to subsection (a)), if 

the issuer elects to so treat such portion. 
‘‘(e) EXTENSION OF REPLACEMENT PERIOD

FOR NONRECOGNITION OF GAIN.—Notwith-

standing subsections (g) and (h) of section 

1033, clause (i) of section 1033(a)(2)(B) shall be 

applied by substituting ‘5 years’ for ‘2 years’ 

with respect to property which is 

compulsorily or involuntarily converted as a 

result of the terrorist attacks on September 

11, 2001, in the New York Liberty Zone but 

only if substantially all of the use of the re-

placement property is in the City of New 

York, New York. 
‘‘(f) NEW YORK LIBERTY ZONE.—For pur-

poses of this section, the term ‘New York 

Liberty Zone’ means the area located on or 

south of Canal Street, East Broadway (east 

of its intersection with Canal Street), or 

Grand Street (east of its intersection with 

East Broadway) in the Borough of Manhat-

tan in the City of New York, New York.’’ 
(b) CLERICAL AMENDMENT.—The table of 

subchapters for chapter 1 is amended by add-

ing at the end the following new item: 

‘‘Subchapter Y. New York Liberty Zone Ben-

efits.’’

TITLE IV—DISCLOSURE OF TAX INFORMA-
TION IN TERRORISM AND NATIONAL SE-
CURITY INVESTIGATIONS 

SEC. 401. DISCLOSURE OF TAX INFORMATION IN 
TERRORISM AND NATIONAL SECU-
RITY INVESTIGATIONS. 

(a) DISCLOSURE WITHOUT A REQUEST OF IN-

FORMATION RELATING TO TERRORIST ACTIVI-

TIES, ETC.—Paragraph (3) of section 6103(i) 

(relating to disclosure of return information 

to apprise appropriate officials of criminal 

activities or emergency circumstances) is 

amended by adding at the end the following 

new subparagraph: 

‘‘(C) TERRORIST ACTIVITIES, ETC.—

‘‘(i) IN GENERAL.—Except as provided in 

paragraph (6), the Secretary may disclose in 

writing return information (other than tax-

payer return information) that may be re-

lated to a terrorist incident, threat, or activ-

ity to the extent necessary to apprise the 

head of the appropriate Federal law enforce-

ment agency responsible for investigating or 

responding to such terrorist incident, threat, 

or activity. The head of the agency may dis-

close such return information to officers and 

employees of such agency to the extent nec-

essary to investigate or respond to such ter-

rorist incident, threat, or activity. 

‘‘(ii) DISCLOSURE TO THE DEPARTMENT OF

JUSTICE.—Returns and taxpayer return infor-

mation may also be disclosed to the Attor-

ney General under clause (i) to the extent 

necessary for, and solely for use in pre-

paring, an application under paragraph 

(7)(D).

‘‘(iii) TAXPAYER IDENTITY.—For purposes of 

this subparagraph, a taxpayer’s identity 

shall not be treated as taxpayer return infor-

mation.

‘‘(iv) TERMINATION.—No disclosure may be 

made under this subparagraph after Decem-

ber 31, 2003.’’. 
(b) DISCLOSURE UPON REQUEST OF INFORMA-

TION RELATING TO TERRORIST ACTIVITIES,

ETC.—Subsection (i) of section 6103 (relating 

to disclosure to Federal officers or employ-

ees for administration of Federal laws not 

relating to tax administration) is amended 

by redesignating paragraph (7) as paragraph 

(8) and by inserting after paragraph (6) the 

following new paragraph: 

‘‘(7) DISCLOSURE UPON REQUEST OF INFORMA-

TION RELATING TO TERRORIST ACTIVITIES,

ETC.—

‘‘(A) DISCLOSURE TO LAW ENFORCEMENT

AGENCIES.—

‘‘(i) IN GENERAL.—Except as provided in 

paragraph (6), upon receipt by the Secretary 

of a written request which meets the require-

ments of clause (iii), the Secretary may dis-

close return information (other than tax-

payer return information) to officers and 

employees of any Federal law enforcement 

agency who are personally and directly en-

gaged in the response to or investigation of 

any terrorist incident, threat, or activity. 

‘‘(ii) DISCLOSURE TO STATE AND LOCAL LAW

ENFORCEMENT AGENCIES.—The head of any 

Federal law enforcement agency may dis-

close return information obtained under 

clause (i) to officers and employees of any 

State or local law enforcement agency but 

only if such agency is part of a team with 

the Federal law enforcement agency in such 

response or investigation and such informa-

tion is disclosed only to officers and employ-

ees who are personally and directly engaged 

in such response or investigation. 

‘‘(iii) REQUIREMENTS.—A request meets the 

requirements of this clause if— 

‘‘(I) the request is made by the head of any 

Federal law enforcement agency (or his dele-

gate) involved in the response to or inves-

tigation of any terrorist incident, threat, or 

activity, and 

‘‘(II) the request sets forth the specific rea-

son or reasons why such disclosure may be 

relevant to a terrorist incident, threat, or 

activity.

‘‘(iv) LIMITATION ON USE OF INFORMATION.—

Information disclosed under this subpara-

graph shall be solely for the use of the offi-

cers and employees to whom such informa-

tion is disclosed in such response or inves-

tigation.

‘‘(B) DISCLOSURE TO INTELLIGENCE AGEN-

CIES.—

‘‘(i) IN GENERAL.—Except as provided in 

paragraph (6), upon receipt by the Secretary 

of a written request which meets the require-

ments of clause (ii), the Secretary may dis-

close return information (other than tax-

payer return information) to those officers 

and employees of the Department of Justice, 

the Department of the Treasury, and other 

Federal intelligence agencies who are per-

sonally and directly engaged in the collec-

tion or analysis of intelligence and counter-

intelligence information or investigation 

concerning any terrorist incident, threat, or 

activity. For purposes of the preceding sen-

tence, the information disclosed under the 

preceding sentence shall be solely for the use 

of such officers and employees in such inves-

tigation, collection, or analysis. 

‘‘(ii) REQUIREMENTS.—A request meets the 

requirements of this subparagraph if the re-

quest—

‘‘(I) is made by an individual described in 

clause (iii), and 

‘‘(II) sets forth the specific reason or rea-

sons why such disclosure may be relevant to 

a terrorist incident, threat, or activity. 

‘‘(iii) REQUESTING INDIVIDUALS.—An indi-

vidual described in this subparagraph is an 

individual—

‘‘(I) who is an officer or employee of the 

Department of Justice or the Department of 

the Treasury who is appointed by the Presi-

dent with the advice and consent of the Sen-

ate or who is the Director of the United 

States Secret Service, and 

‘‘(II) who is responsible for the collection 

and analysis of intelligence and counter-

intelligence information concerning any ter-

rorist incident, threat, or activity. 

‘‘(iv) TAXPAYER IDENTITY.—For purposes of 

this subparagraph, a taxpayer’s identity 

shall not be treated as taxpayer return infor-

mation.

‘‘(C) DISCLOSURE UNDER EX PARTE ORDERS.—

‘‘(i) IN GENERAL.—Except as provided in 

paragraph (6), any return or return informa-

tion with respect to any specified taxable pe-

riod or periods shall, pursuant to and upon 

the grant of an ex parte order by a Federal 

district court judge or magistrate under 

clause (ii), be open (but only to the extent 

necessary as provided in such order) to in-

spection by, or disclosure to, officers and em-

ployees of any Federal law enforcement 

agency or Federal intelligence agency who 

are personally and directly engaged in any 

investigation, response to, or analysis of in-

telligence and counterintelligence informa-

tion concerning any terrorist incident, 

threat, or activity. Return or return infor-

mation opened to inspection or disclosure 

pursuant to the preceding sentence shall be 

solely for the use of such officers and em-

ployees in the investigation, response, or 

analysis, and in any judicial, administrative, 

or grand jury proceedings, pertaining to such 

terrorist incident, threat, or activity. 

‘‘(ii) APPLICATION FOR ORDER.—The Attor-

ney General, the Deputy Attorney General, 

the Associate Attorney General, any Assist-

ant Attorney General, or any United States 

attorney may authorize an application to a 

Federal district court judge or magistrate 

for the order referred to in clause (i). Upon 

such application, such judge or magistrate 

may grant such order if he determines on the 

basis of the facts submitted by the applicant 

that—

‘‘(I) there is reasonable cause to believe, 

based upon information believed to be reli-

able, that the return or return information 

may be relevant to a matter relating to such 

terrorist incident, threat, or activity, and 

‘‘(II) the return or return information is 

sought exclusively for use in a Federal inves-

tigation, analysis, or proceeding concerning 

any terrorist incident, threat, or activity. 

‘‘(D) SPECIAL RULE FOR EX PARTE DISCLO-

SURE BY THE IRS.—

‘‘(i) IN GENERAL.—Except as provided in 

paragraph (6), the Secretary may authorize 

an application to a Federal district court 

judge or magistrate for the order referred to 

in subparagraph (C)(i). Upon such applica-

tion, such judge or magistrate may grant 

such order if he determines on the basis of 

the facts submitted by the applicant that the 

requirements of subparagraph (C)(ii)(I) are 

met.

‘‘(ii) LIMITATION ON USE OF INFORMATION.—

Information disclosed under clause (i)— 

‘‘(I) may be disclosed only to the extent 

necessary to apprise the head of the appro-

priate Federal law enforcement agency re-

sponsible for investigating or responding to a 

terrorist incident, threat, or activity, and 

‘‘(II) shall be solely for use in a Federal in-

vestigation, analysis, or proceeding con-

cerning any terrorist incident, threat, or ac-

tivity.

The head of such Federal agency may dis-

close such information to officers and em-

ployees of such agency to the extent nec-

essary to investigate or respond to such ter-

rorist incident, threat, or activity. 

VerDate Aug 04 2004 08:09 Aug 04, 2005 Jkt 089102 PO 00000 Frm 00066 Fmt 0688 Sfmt 0634 E:\BR01\H13DE1.002 H13DE1



CONGRESSIONAL RECORD—HOUSE26170 December 13, 2001 
‘‘(E) TERMINATION.—No disclosure may be 

made under this paragraph after December 

31, 2003.’’. 
(c) CONFORMING AMENDMENTS.—

(1) Section 6103(a)(2) is amended by insert-

ing ‘‘any local law enforcement agency re-

ceiving information under subsection 

(i)(7)(A),’’ after ‘‘State,’’. 

(2) Section 6103(b) is amended by adding at 

the end the following new paragraph: 

‘‘(11) TERRORIST INCIDENT, THREAT, OR AC-

TIVITY.—The term ‘terrorist incident, threat, 

or activity’ means an incident, threat, or ac-

tivity involving an act of domestic terrorism 

(as defined in section 2331(5) of title 18, 

United States Code) or international ter-

rorism (as defined in section 2331(1) of such 

title).’’.

(3) The heading of section 6103(i)(3) is 

amended by inserting ‘‘OR TERRORIST’’ after 

‘‘CRIMINAL’’.

(4) Paragraph (4) of section 6103(i) is 

amended—

(A) in subparagraph (A) by inserting ‘‘or 

(7)(C)’’ after ‘‘paragraph (1)’’, and 

(B) in subparagraph (B) by striking ‘‘or 

(3)(A)’’ and inserting ‘‘(3)(A) or (C), or (7)’’. 

(5) Paragraph (6) of section 6103(i) is 

amended—

(A) by striking ‘‘(3)(A)’’ and inserting 

‘‘(3)(A) or (C)’’, and 

(B) by striking ‘‘or (7)’’ and inserting ‘‘(7), 

or (8)’’. 

(6) Section 6103(p)(3) is amended— 

(A) in subparagraph (A) by striking 

‘‘(7)(A)(ii)’’ and inserting ‘‘(8)(A)(ii)’’, and 

(B) in subparagraph (C) by striking 

‘‘(i)(3)(B)(i)’’ and inserting ‘‘(i)(3)(B)(i) or 

(7)(A)(ii)’’.

(7) Section 6103(p)(4) is amended— 

(A) in the matter preceding subparagraph 

(A)—

(i) by striking ‘‘or (5),’’ the first place it 

appears and inserting ‘‘(5), or (7),’’, and 

(ii) by striking ‘‘(i)(3)(B)(i),’’ and inserting 

‘‘(i)(3)(B)(i) or (7)(A)(ii),’’, and 

(B) in subparagraph (F)(ii) by striking ‘‘or 

(5),’’ the first place it appears and inserting 

‘‘(5) or (7),’’. 

(8) Section 6103(p)(6)(B)(i) is amended by 

striking ‘‘(i)(7)(A)(ii)’’ and inserting 

‘‘(i)(8)(A)(ii)’’.

(9) Section 6105(b) is amended— 

(A) by striking ‘‘or’’ at the end of para-

graph (2), 

(B) by striking ‘‘paragraphs (1) or (2)’’ in 

paragraph (3) and inserting ‘‘paragraph (1), 

(2), or (3)’’, 

(C) by redesignating paragraph (3) as para-

graph (4), and 

(D) by inserting after paragraph (2) the fol-

lowing new paragraph: 

‘‘(3) to the disclosure of tax convention in-

formation on the same terms as return infor-

mation may be disclosed under paragraph 

(3)(C) or (7) of section 6103(i), except that in 

the case of tax convention information pro-

vided by a foreign government, no disclosure 

may be made under this paragraph without 

the written consent of the foreign govern-

ment, or’’. 

(10) Section 7213(a)(2) is amended by strik-

ing ‘‘(i)(3)(B)(i),’’ and inserting ‘‘(i)(3)(B)(i) or 

(7)(A)(ii),’’.
(d) EFFECTIVE DATE.—The amendments 

made by this section shall apply to disclo-

sures made on or after the date of the enact-

ment of this Act. 

TITLE V—NO IMPACT ON SOCIAL 
SECURITY TRUST FUNDS 

SEC. 501. NO IMPACT ON SOCIAL SECURITY 
TRUST FUNDS. 

(a) IN GENERAL.—Nothing in this Act (or an 

amendment made by this Act) shall be con-

strued to alter or amend title II of the Social 

Security Act (or any regulation promulgated 

under that Act). 
(b) TRANSFERS.—

(1) ESTIMATE OF SECRETARY.—The Sec-

retary of the Treasury shall annually esti-

mate the impact that the enactment of this 

Act has on the income and balances of the 

trust funds established under section 201 of 

the Social Security Act (42 U.S.C. 401). 

(2) TRANSFER OF FUNDS.—If, under para-

graph (1), the Secretary of the Treasury esti-

mates that the enactment of this Act has a 

negative impact on the income and balances 

of the trust funds established under section 

201 of the Social Security Act (42 U.S.C. 401), 

the Secretary shall transfer, not less fre-

quently than quarterly, from the general 

revenues of the Federal Government an 

amount sufficient so as to ensure that the 

income and balances of such trust funds are 

not reduced as a result of the enactment of 

this Act. 

The SPEAKER pro tempore. Pursu-

ant to the order of the House of today, 

the gentleman from California (Mr. 

THOMAS) and the gentleman from New 

York (Mr. RANGEL) each will control 20 

minutes.
The Chair recognizes the gentleman 

from California (Mr. THOMAS).
Mr. THOMAS. Mr. Speaker, I yield 

myself such time as I may consume. 
Mr. Speaker, I want to thank the 

gentleman from New York for his kind 

observation. The Tuesday event precip-

itated a need for rapid response. On 

Thursday, the House moved. Three 

months later this bill now presents 

itself to us. I find it ironic that if the 

gentleman says he has been closed out 

of participation in this particular piece 

of legislation, the last time I checked, 

his party controlled the Senate and I 

would expect that at some time over 

the 3 months that the Senate was mull-

ing over what it was going to do with 

this bill, he would have an opportunity 

to examine various provisions. 
It is my pleasure to yield to the 

ranking member, the gentleman from 

New York (Mr. RANGEL).
Mr. RANGEL. Mr. Speaker, let me 

say this, that as long as the gentleman 

and I have served in this House of Rep-

resentatives, I am confident that we 

will treasure this jurisdiction of the 

Committee on Ways and Means and try 

to protect it the best we can, no matter 

which party is in charge of this House. 

But I would hope that any Member of 

this House serving on any committee 

that has any interest in legislation in 

his or her jurisdiction would never 

have to appeal to the other body to be 

heard. I thank the gentleman for yield-

ing.

b 1515

Mr. THOMAS. Mr. Speaker, I appre-

ciate the gentleman’s comments. That 

means, then, that perhaps he was 

closed out on the other side, and that I 

will be doubly sensitive to make sure 

that if the gentleman’s own Members 

on the other side will not work with 

him, that we will continue to work 

with him. 

Mr. Speaker, it is my pleasure to 

yield 2 minutes to the gentleman from 

New York (Mr. HOUGHTON), someone 

who has had a major impact on this 

legislation.
Mr. HOUGHTON. Mr. Speaker, I 

thank the gentleman for yielding time 

to me, and I thank the gentleman from 

California (Mr. THOMAS) and the gen-

tleman from New York (Mr. RANGEL)

for their work. 
Mr. Speaker, I am honored to stand 

here with several of my New York col-

leagues in introducing a bill which 

really is going to provide much needed 

tax incentives for businesses to rebuild 

in lower Manhattan after all the mas-

sive destruction caused by the terrorist 

attacks of September 11. 
None of us will ever forget the ter-

rible losses of that day, the loss of life, 

and the most tragic being the heart-

ache to so many families. The World 

Trade Center was destroyed, other 

buildings were damaged or collapsed, 

and of course the price tag is horren-

dous, here. 
This bill includes really five provi-

sions. I know it may be a little tedious, 

but I want to go through them, because 

I think it is important. 
First of all, it is to authorize New 

York State to issue up to $15 billion in 

tax-exempt private activity bonds over 

the next 3 years to help renovate and 

rebuild commercial property, residen-

tial property, and also private utility 

infrastructure;
Second, it allows taxpayers to claim 

an additional 30 percent first-year de-

preciation deduction for property lo-

cated in the liberty zone, including 

buildings and building improvements; 
Third, it provides a 5-year life for de-

preciating certain leasehold improve-

ments;
Fourth, next to the last, is to in-

crease by $35,000 to $59,000 the amount 

that can be expensed by small busi-

nesses under section 179; 
Lastly, it increases the replacement 

period for 2 to 5 years for property that 

was involuntarily converted in lower 

Manhattan so taxpayers would not 

have to recognize the gain. 
Mr. Speaker, I know these are de-

tailed and sometimes technical issues, 

but it is very important, and this bill 

can be the new lifeblood, the new hope, 

the expectancy of a rebuilt New York. 
Therefore, I want to thank the gen-

tleman from California (Chairman 

THOMAS), the gentleman from New 

York (Mr. RANGEL), and my colleagues 

for being able to work on this bill. Ob-

viously, I urge everyone to support the 

bill.
Mr. RANGEL. Mr. Speaker, I yield 

such time as he may consume to the 

gentleman from New Jersey (Mr. 

HOLT).
Mr. HOLT. Mr. Speaker, I thank the 

distinguished ranking member from 

the Committee on Ways and Means for 

yielding time to me. 
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Mr. Speaker, I rise in support of see-

ing that we provide full recognition in 

debt and tax relief for the surviving 

families from this terrible tragedy, 

this terrible event. 
Mr. Speaker, the workers in the 

World Trade Center and the passengers 

on board these planes were targeted be-

cause they were Americans working in 

a symbolic building or on board Amer-

ican planes. They were victimized as 

much as if they were soldiers, and the 

surviving families have had the bottom 

yanked out from under their feet, 

under their lives. 
I know that Americans, big-hearted 

in their generous support for these sur-

viving families, want them to have tax 

relief: income, payroll, no taxability of 

debt, and credit card forgiveness. I 

know Americans, in their big-hearted 

generosity, want that for these people 

that they have reached out to. 
Mr. Speaker, I hope that will be the 

result of this. 
Mr. THOMAS. Mr. Speaker, it is my 

pleasure to yield 2 minutes to the gen-

tleman from New York (Mr. FOSSELLA),

someone who has been on top of this 

from day one, and I appreciate his ad-

vice and counsel. 
Mr. FOSSELLA. Mr. Speaker, I 

thank the chairman for yielding time 

to me, and for his leadership on this 

matter. I thank my colleagues on both 

sides of the aisle for once again coming 

forward to assist New York in its time 

of need. 
Mr. Speaker, we understand after 

September 11 that not only was New 

York and America attacked, but we 

have to come together as a country to 

help New York rebuild. Anybody who 

has been to downtown Manhattan, 

Ground Zero, as it has come to be 

known, has really witnessed devasta-

tion. We have seen the utter destruc-

tion, day in and day out. We have brave 

men and women who are still recov-

ering the remains of those who were 

there and perished; but we also have 

just a scene out of a bad movie. 
Simultaneously, what has happened 

is that a lot of businesses are hurting. 

A lot of businesses who employ thou-

sands of people in downtown Manhat-

tan are either going out of business or 

are on the brink of bankruptcy, with 

employees who perhaps have no health 

insurance.
A lot of different problems have reso-

nated since September 11 above and be-

yond, if you will, the utter destruction 

that has taken place. What the gen-

tleman from California (Chairman 

THOMAS) and the gentleman from New 

York (Mr. HOUGHTON) who have stood 

up before will do in this proposal is 

provide incentives for businesses to 

come back to New York, back to down-

town Manhattan specifically in this 

newly-created zone, and to build, 

whether it is through accelerated small 

business expensing benefits or a 5-year 

recovery period for leasehold improve-

ments; again, an incentive to come and 

to rebuild. 

There is nothing we can do to ever 

turn back the clock to September 10, 

but what the Congress can do, in addi-

tion to the ongoing appropriations, 

which I believe is going to be a 

multiyear process, and I credit the 

President for fulfilling his commit-

ment, this is another vehicle to help 

New York rebuild and to provide incen-

tives.

Over and above this proposal, I think 

it is important to understand that the 

surest way to help New York and per-

haps the best way to help New York is 

to implement significant tax relief for 

folks who are working in Manhattan 

and the other boroughs. That is the 

surest and, as I see it, is the long-term 

positive effect on rebuilding. 

I want to thank the gentleman from 

California (Mr. THOMAS) for being so 

diligent, and the gentleman from New 

York (Mr. RANGEL) for bringing this 

forward. This is going to help New 

York and help New York City, and it is 

going to help the people that I rep-

resent in Staten Island and Brooklyn, 

many of whom worked in downtown 

Manhattan.

Again, it is just another boost, I 

think, from the Congress and from 

Washington that we are going to stand 

shoulder-to-shoulder with the people 

from New York. 

Mr. THOMAS. Mr. Speaker, I yield 

myself such time as I may consume. 

Mr. Speaker, I include for the 

RECORD, since there is no committee 

report, the Joint Committee on Tax-

ation’s technical explanation of the 

bill.

The material referred to is as follows: 

TECHNICAL EXPLANATION OF H.R. 2884, THE

‘‘VICTIMS OF TERRORISM TAX RELIEF ACT OF

2001,’’ AS CONSIDERED BY THE HOUSE ON DE-

CEMBER 13, 2001 

(Prepared by the staff of the Joint 

Committee on Taxation) 

INTRODUCTION

This document, prepared by the staff of the 

Joint committee on Taxation, contains a 

technical explanation of H.R. 2884, the ‘‘Vic-

tims of Terrorism Tax Relief Act of 2001,’’ as 

Considered by the House on December 13, 

2002.

I. BACKGROUND

Historically, the Congress has provided 

Federal tax relief for members of the U.S. 

Armed Forces who serve in combat zones. In 

addition, the Congress has taken action on 

several occasions to provide Federal tax re-

lief for service members and other individ-

uals whose lives have been affected by par-

ticular instances of hostile action involving 

the United States. In 1970, the Congress en-

acted legislation that provided tax relief to 

individuals who had been removed from a 

U.S. vessel and dies while being illegally de-

tained by the Democratic People’s Republic 

of Korea during 1968. Specifically, the legis-

lation treated these individuals as having 

served in a combat zone for purposes of tax 

provisions that apply only to individuals 

serving in designated combat zones. Thus, 

service personnel who were crewmembers of 

the U.S.S. Pueblo (which was illegally de-

tained in 1968 by North Korea), and who died 

during the detention, were eligible for the in-

come tax exclusion (and other special tax 

rules) available for service personnel who die 

in combat zones. 
In 1980, the Congress enacted legislation 

concerning the American hostages who were 

held captive in Iran between November 4, 

1979, and December 31, 1981, and who died as 

a result of injury or disease or physical or 

mental disability that was incurred or aggra-

vated while in captive status. The legislation 

provided that no Federal income tax would 

be imposed with respect to the year in which 

the individual died or any prior year ending 

on or after the first day the individual was in 

captive status. This legislation applied to 

military and civilian personnel of the United 

States, as well as to certain other U.S. tax-

payers taken captive outside Iran on or be-

fore December 31, 1981. Moreover, if there 

had been any unpaid income tax liability of 

such an individual from years prior to cap-

tivity, the liability was forgiven. This total 

income tax exemption for American hostages 

who died as a result of captive status was 

available only if death occurred within two 

years after the individual ceased to be in 

captive status. 
In 1984, the Congress enacted legislation 

after hostile action occurred in Lebanon and 

Grenada involving U.S. military and civilian 

personnel. This legislation provided special 

Federal income tax rules for certain individ-

uals who die while in active service as a 

member of the Armed Forces of the United 

States or while in the civilian employment 

of the United States. Under the legislation, 

if death occurs as a result of wounds or inju-

ries incurred outside the United States in a 

terrorist or military action, then no Federal 

income tax applies with respect to income of 

the individual for the year of death or for 

any earlier year in the period beginning with 

the last year ending before the year in which 

the wounds or injuries were incurred (sec. 

692(c)). The legislation only applies to inju-

ries or wounds that are incurred in a ter-

rorist or military action. Thus, for example, 

the legislation would not have applied with 

respect to a U.S. serviceperson stationed in 

Lebanon who died as a result of an acci-

dental fall because, if not caused by hostile 

forces, such an injury was not incurred in a 

terrorist or military action. In order to 

apply the special tax rules provided by the 

legislation to other hostile actions that oc-

curred before the date of enactment (such as 

the attempt to rescue the American hostages 

in Iran), the legislation was made effective 

with respect to all taxable years of individ-

uals dying as a result of wounds or injuries 

incurred after December 31, 1979. 
The 1984 legislation applies to the year pre-

ceding the year in which the wounds or inju-

ries were incurred because the Congress de-

termined that forgiveness of income tax only 

for the period from the year of the injuries 

or wounds to the year of death would have 

inequitable results in certain circumstances. 

Under such a limitation, a soldier who is 

killed in a terrorist attack on a U.S. base in 

a foreign country on January 31 would be ex-

empt from income tax only on one month’s 

income, while a soldier who is killed in an 

attack on December 31 would be exempt from 

income tax on an entire year’s income. Ac-

cordingly, the Congress concluded that it is 

more equitable to extend the tax forgiveness 

under the provision to income for the year 

preceding the year of injury. 
In 1990, the Congress enacted legislation 

providing limited income tax benefits to vic-

tims of the terrorist attack that resulted in 
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the downing of Pan American Airways 

Flight 103 over Lockerie, Scotland on De-

cember 21, 1988. The legislation provided 

that, in the case of any individual whose 

death was a direct result of the terrorist at-

tack involving Flight 103, the income tax 

provisions of subtitle A of the Internal Rev-

enue Code did not apply with respect to: (1) 

the taxable year that included December 21, 

1988; and (2) the prior taxable year. However, 

the income tax benefit in each taxable year 

was limited to an amount equal to 28 percent 

of the annual rate of basic pay at Level V of 

the U.S. Executive Schedule as of December 

21, 1988. This limitation was intended to 

limit the amount of tax relief to that which 

was provided to personnel of the United 

States who were on Flight 103, thus pro-

viding equal relief to all of the victims who 

were on Flight 103. In addition, the legisla-

tion required the President to submit rec-

ommendations to Congress concerning 

whether future legislation should be enacted 

to authorize the United States to provide 

monetary and tax relief as compensation to 

U.S. citizens who are victims of terrorism. 

The legislation also authorized the President 

to establish a board to develop criteria for 

compensation and to recommend changes to 

existing laws to establish a single com-

prehensive approach to victim compensation 

for terrorist acts. 

In 1991, the Congress enacted legislation 

extending the benefits of the suspension of 

time provisions under section 7508 to any in-

dividual (and the spouse of such an indi-

vidual) who performed certain services that 

preceded the designation of a combat zone 

with regard to Operation Desert Shield. The 

individuals eligible for such benefits in-

cluded individuals who provided services in 

the Armed Forces of the United States (or in 

support of the Armed Services) if such serv-

ices were performed in the area designated 

by the President as the ‘‘Persian Gulf Desert 

Shield Area’’ and such services were per-

formed during the period beginning August 2, 

1990, and ending on the date on which any 

portion of the area was designated by the 

President as a combat zone. After January 

17, 1991 (the date on which the Persian Gulf 

Desert Shield Area became designated as a 

combat zone by the President), individuals 

performing such services became eligible for 

the benefits of the present-law tax provisions 

applicable to service in a designated combat 

zone. An Executive Order terminating the 

designation of the Persian Gulf Desert Shield 

Area as a combat zone has not been issued. 

In 1996, the Congress enacted legislation 

concerning certain individuals serving in 

portions of former Yugoslavia (i.e., Bosnia 

and Herzegovina, Croatia, and Macedonai) as 

part of Operation Joint Endeavor and Oper-

ation Able Sentry. This legislation provided 

that such service is treated in the same man-

ner as if it were performed in a designated 

combat zone for purposes of the tax provi-

sions, applicable to service in a designated 

combat zone. The legislation also made the 

suspension of time provisions of section 7508 

applicable to certain other individuals par-

ticipating in Operation Joint Endeavor. In 

addition, the legislation increased the max-

imum officer combat pay exclusion from $500 

per month to the highest rate of pay applica-

ble to enlisted personnel plus the amount of 

hostile fire/imminent danger pay received by 

the officer. 

In 1997, the Congress enacted legislation 

authorizing procedural tax benefits with re-

gard to Presidentially declared disasters in 

general. The legislation provided that the 

Secretary of the Treasury may prescribe reg-

ulations under which a period of up to 90 

days may be disregarded for performing var-

ious acts under the Internal Revenue Code, 

such as filing tax returns, paying taxes, or 

filing a claim for credit or refund of tax, for 

any taxpayer determined by the Secretary to 

be affected by a Presidentially declared dis-

aster (sec. 7508A). In 2001, the Congress 

amended section 7508A to extend from 90 to 

120 the authorized period of days that may be 

disregarded by the Secretary. 

II. DESCRIPTION OF H.R. 2884, THE ‘‘VICTIMS

OF TERRORISM TAX RELIEF ACT OF 2001’’

A. RELIEF PROVISIONS FOR VICTIMS OF SPECIFIC

TERRORIST ATTACKS

1. Income taxes of victims of terrorist attacks 

(sec. 101 of the bill and sec. 692 of the Code) 

Present Law 

An individual in active service as a mem-

ber of the Armed Forces who dies while serv-

ing in a combat zone (or as result of wounds, 

disease, or injury received while serving in a 

combat zone) is not subject to income tax or 

self-employment tax for the year of death (as 

well as for any prior taxable year ending on 

or after the first day the individual served in 

the combat zone) (sec. 6929a)(1)). Special 

computational rules apply in the case of 

joint returns. Military and civilian employ-

ees of the United States are entitled to a 

similar exemption if they die as a result of 

wounds or injury which was incurred outside 

the United States in terrorist or military ac-

tion (sec. 692(c)). 
The exemption applies not only to the tax 

liability of the individual attributable to in-

come received before the date of death and 

reported on the decedent’s final return. The 

exemption applies also to the liability of an-

other person to the extent the liability is at-

tributable to an amount received after the 

individual’s death which would have been in-

cludible in the individual’s income for the 

taxable year in which the date of death falls 

(determined as if the individual had sur-

vived). For example, the individual’s final 

wage payment, or interest or dividends pay-

able in the year of death with respect to the 

individual’s assets, are exempt from income 

tax when paid to another person or the indi-

vidual’s estate after the date of death but be-

fore the end of the taxable year of the dece-

dent (determined without regard to the 

death).
This exemption is available for the year of 

death and for prior taxable years beginning 

with the taxable year prior to the taxable 

year in which the wounds or injury were in-

curred. Thus, for example, if someone is in-

jured and dies in the year the injury oc-

curred, the exemption applies for the year of 

death and the prior taxable year. Similarly, 

if someone is injured and dies two years 

later, this exemption is available for the tax-

able year of death as well as the three prior 

taxable years (i.e., the year preceding the in-

jury, the year of the injury, and the two 

years following the year of the injury). 

Explanation of Provision 

Application of relief to victims of Sep-

tember 11, 2001, April 19, 1995, and anthrax 

attacks. The bill extends relief similar to the 

present-law treatment of military or civilian 

employees of the United States who die as a 

result of terrorist or military activity out-

side the United States to individuals who die 

as a result of wounds or injury which were 

incurred as a result of the terrorist attacks 

that occurred on September 11, 2001, or April 

19, 1995, and individuals who die as a result of 

illness incurred due to an attack involving 

anthrax that occurs on or after September 

11, 2001, and before January 1, 2002. Under the 

bill, such individuals generally are exempt 
from income tax for the year of death and for 
prior taxable years beginning with the tax-
able year prior to the taxable year in which 
the wounds or injury occurred. The exemp-
tion applies to these individuals whether 
killed in an attack (e.g., in the case of the 
September 11, 2001, attack in one of the four 
airplanes or on the ground) or in rescue or 
recovery operations. 

The provision does not apply to any indi-
vidual identified by the Attorney General to 
have been a participant or conspirator in any 
terrorist attack to which the provision ap-
plies, or a representative of such individual. 

Simplified refund procedures. It is intended 
that the Secretary will establish procedures 
to simplify refunds of these amounts, includ-
ing expanding the directions in Revenue Pro-
cedure 85–35 to include specific instructions 
for Form 1041. 

Effective Date 

The provision is effective for taxable years 
ending before, on, or after September 11, 
2001.

A special rule extends the period of limita-
tions to permit the filing of a claim for re-
fund resulting from this provision until one 
year after the date of enactment, if that pe-
riod would otherwise have expired before 
that date. 

2. Exclusion of certain death benefits (sec. 
102 of the bill and sec. 101 of the Code) 

Present Law 

In general, gross income includes income 
from whatever source derived (sec. 61), in-
cluding payments made as a result of the 
death of an individual. Certain exceptions to 
this general rule of inclusion may apply to 
such payments in certain cases. 

For example, gross income generally does 
not include the amount of any damages 

(other than punitive damages) received 

(whether by suit or agreement and whether 

as lump sums or as periodic payments) on ac-

count of personal physical injury (including 

death) or sickness (sec. 104(a)(2)). Further, 

gross income does not include amounts re-

ceived (whether in a single sum or otherwise) 

under a life insurance contract if such 

amounts are paid by reason of the death of 

the insured (sec. 101(a)). 
In addition, gifts are not includible in 

gross income (sec. 102). However, with very 

limited exceptions, payments made by an 

employer to, or for the benefit of, an em-

ployee are not excluded from gross income as 

gifts (sec. 102(c)). In business contexts in 

which section 102(c) does not apply, pay-

ments are excludable as gifts only if objec-

tive inquiry demonstrates that the payments 

were made out of ‘‘detached and disin-

terested generosity’’ and not in return for 

past or future services or from motives of an-

ticipated benefit. 

Explanation of Provision 

The bill generally provides an exclusion 

from gross income for amounts received if 

such amounts are paid by an employer 

(whether in a single sum or otherwise) by 

reason of the death of an employee who dies 

as a result of wounds or injury which were 

incurred as a result of the terrorist attacks 

that occurred on September 11, 2001, or April 

19, 1995, or as a result of illness incurred due 

to an attack involving anthrax that occurs 

on or after September 11, 2001, and before 

January 1, 2002. Subject to rules prescribed 

by the Secretary, the exclusion does not 

apply to amounts that would have been pay-

able if the individual had died for a reason 

other than the attack. For example, the pro-

vision does not apply to payments by an em-

ployer under a nonqualified deferred com-

pensation plan to the extent that the 
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amounts would have been payable if the 

death had occurred for another reason. 
For purposes of the exclusion, self-em-

ployed individuals are treated as employees. 

Thus, for example, payments by a partner-

ship to the surviving spouse of a partner who 

died as a result of the September 11, 2001, at-

tacks may be excludable under the provision. 
The provision does not apply to any indi-

vidual identified by the Attorney General to 

have been a participant or conspirator in any 

terrorist attack to which the provision ap-

plies, or a representative of such individual. 
No change to present law is intended as to 

the deductibility of death benefits paid by 

the employer or otherwise merely because 

the payments are excludable by the recipi-

ent. Thus, it is intended that payments ex-

cludable from income under the provision 

are deductible to the same extent they would 

be if they were includible in income. 
The bill is not intended to narrow the 

scope of any applicable exclusion under 

present law. Accordingly, payments that are 

not specifically excludable under the bill re-

main excludable to the same extent provided 

under present law. 
In connection with the September 11, 2001, 

terrorist attacks, insurance companies may 

pay death benefits under a life insurance 

contract even if the contract terms provide 

for an exclusion for death occurring as a re-

sult of an act of terrorism or act of war. It 

is understood that such a death payment 

would fall within the present-law exclusion 

(under sec. 101(a)) for payments made under 

the contract if it otherwise meets the re-

quirements of the present-law exclusion. 

Effective Date 

The provision is effective for taxable years 

ending before, on, or after September 11, 

2001.
A special rule extends the period of limita-

tions to permit the filing of a claim for re-

fund resulting from this provision until one 

year after the date of enactment, if that pe-

riod would otherwise have expired before 

that date. 

3. Estate tax reduction (sec. 103 of the bill and 

sec. 2201 of the Code) 

Present Law 

Present law provides a reduction in Fed-

eral estate tax for taxable estates of U.S. 

citizens or residents who are active members 

of the U.S. Armed Forces and who are killed 

in action while serving in a combat zone 

(sec. 2201). This provision also applies to ac-

tive service members who die as a result of 

wound, disease, or injury suffered while serv-

ing in a combat zone by reason of a hazard to 

which the service member was subjected as 

an incident of such service. 

In general, the effect of section 2201 is to 

replace the Federal estate tax that would 

otherwise be imposed with a Federal estate 

tax equal to 125 percent of the maximum 

State death tax credit determined under sec-

tion 2011(b). Credits against the tax, includ-

ing the unified credit of section 2010 and the 

State death tax credit of section 2011, then 

apply to reduce (or eliminate) the amount of 

the estate tax payable. 

The reduction in Federal estate taxes 

under section 2201 is equal in amount to the 

‘‘additional estate tax’’ with respect to the 

estates of decedents dying before January 1, 

2005. The additional estate tax is the dif-

ference between the Federal estate tax im-

posed by section 2001 and 125 percent of the 

maximum State death tax credit determined 

under section 2011(b). With respect to the es-

tates of decedents dying after December 31, 

2004, section 2001 provides that the additional 

estate tax is the difference between the Fed-

eral estate tax imposed by section 2001 and 

125 percent of the maximum state death tax 

credit determined under section 2011(b) as in 

effect prior to its repeal by the Economic 

Growth and Tax Relief Reconciliation Act of 

2001.

Explanation of Provision 

The bill generally treats individuals who 

die from wounds or injury incurred as a re-

sult of the terrorist attacks that occurred on 

September 11, 2001, or April 19, 1995, as a re-

sult of illness incurred due to an attack in-

volving anthrax that occurs on or after Sep-

tember 11, 2001, and before January 1, 2002, in 

the same manner as if they were active 

members of the U.S. Armed Forces killed in 

action while serving in a combat zone or 

dying as a result of wounds or injury suffered 

while serving in a combat zone for purposes 

of section 2201. Consequently, the estates of 

these individuals are eligible for the reduc-

tion in Federal estate tax provided by sec-

tion 2201. The provision applies regardless of 

whether the individual was killed in the at-

tack itself (e.g., in the case of the September 

11, 2001, attack, in one of the four airplanes 

or on the ground) or in rescue or recovery 

operations. The provision does not apply to 

any individual identified by the Attorney 

General to have been a participant or con-

spirator in any terrorist attack to which the 

provision applies, or a representative or such 

individual.
The bill also changes the general operation 

of section 2201, as it applies to both the es-

tates of service members who qualify for spe-

cial estate tax treatment under present law 

and to the estates of individuals who qualify 

for the special treatment under the bill. 

Under the bill, the Federal estate tax is de-

termined in the same manner for all estates 

that are eligible for Federal estate tax re-

duction under section 2201. In addition, the 

executor of an estate that is eligible for spe-

cial estate tax treatment under section 2201 

may elect not to have section 2201 apply to 

the estate. Thus, in the event that an estate 

may receive more favorable treatment with-

out the application of section 2201 in the 

year of death than it would under section 

2201, the executor may elect not to apply the 

provisions of section 2201, and the estate tax 

owed (if any) would be determined pursuant 

to the generally applicable rules. 
Under the bill, section 2201 no longer re-

duces Federal estate tax by the amount of 

the additional estate tax. Instead, the bill 

provides that the Federal estate tax liability 

of eligible estates is determined under sec-

tion 2001, using a rate schedule that is equal 

to 125 percent of the present-law maximum 

State death tax credit amount. This rate 

schedule is used to compute the tax under 

section 2001(b) (i.e., both the tentative tax 

under section 2001(b)(1) and the hypothetical 

gift tax under section 2201(b)(2) is computed 

using this rate schedule). As a result of this 

provision, the estate tax is unified with the 

gift tax for purposes of section 2201 so that a 

single graduated (but reduced) rate schedule 

applies to transfers made by the individual 

at death, based upon the cumulative taxable 

transfers made both during lifetime and at 

death.
In addition, while the bill provides an al-

ternative reduced rate table for purposes of 

determining the tax under section 2201(b), 

the amount of the unified credit nevertheless 

is determined as if section 2201 did not apply, 

based upon the unified credit as in effect on 

the date of death. For example, in the case of 

victims of the September 11, 2001, terrorist 

attack, the applicable unified credit amount 

under section 2010(c) would be determined by 

reference to the actual section 2001(c) rate 

table.
As a conforming amendment, the bill re-

peals section 2011(d) because it no longer will 

have any application to taxpayers. 

Effective Date 

The provision applies to estates of dece-

dents dying on or after September 11, 2001, 

or, in the case of victims of the Oklahoma 

City terrorist attack, estates of decedents 

dying on or after April 19, 1995. 
A special rule extends the period of limita-

tions to permit the filing of a claim for re-

fund resulting from this provision until one 

year after the date of enactment, if that pe-

riod would otherwise have expired before 

that date. 

4. Payments by charitable organizations treat-

ed as exempt payments (sec. 104 of the bill 

and secs. 501 and 4941 of the Code) 

Present Law 

In general, organizations described in sec-

tion 501(c)(3) of the Code are exempt from 

taxation. Contributions to such organiza-

tions generally are tax deductible (sec. 170). 

Section 501(c)(3) organizations must be orga-

nized and operated exclusively for exempt 

purposes and no part of the net earnings of 

such organizations may inure to the benefit 

of any private shareholder or individual. An 

organization is not organized or operated ex-

clusively for one or more exempt purposes 

unless the organization serves a public rath-

er than a private interest. Thus, an organiza-

tion described in section 501(c)(3) generally 

must serve a charitable class of persons that 

is indefinite or of sufficient size. 
Tax-exempt private foundations are a type 

of organization described in section 501(c)(3) 

and are subject to special rules. Private 

foundations are subject to excise taxes on 

acts of self-dealing between the private foun-

dation and a disqualified person with respect 

to the foundation (sec. 4941). For example, it 

is self-dealing if the income or assets of a 

private foundation are transferred to, or 

used by or for the benefit of a disqualified 

person, such as a substantial contributor to 

the foundation or a person in control of the 

foundation, and the benefit is not incidental 

or tenuous. 

Explanation of Provision 

In light of the extraordinary distress 

caused by the attacks on the United States 

of September 11, 2001, and the subsequent at-

tacks involving anthrax, the bill provides 

that organizations described in section 

501(c)(3) that make payments by reason of 

the death, injury, wounding, or illness of an 

individual incurred as a result of the Sep-

tember 11, 2001, attacks, or as a result of an 

attack involving anthrax occurring on or 

after September 11, 2001, and before January 

1, 2002, are not required to make a specific 

assessment of need for the payments to be 

related to the purpose of function consti-

tuting the basis for the organization’s ex-

emption. This rule applies provided that the 

organization makes the payments in good 

faith using a reasonable and objective for-

mula which is consistently applied and the 

payments further a public rather than a pri-

vate interest. Therefore, as under present 

law, payments must serve a charitable class. 

For example, under this standard, a chari-

table organization that assists families of 

firefighters killed in the line of duty could 

make a pro-rata distribution to the families 

of firefighters killed in the attacks, even 

though the specific financial needs of each 

family are not directly considered. Simi-

larly, if the amount of a distribution is based 
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on the number of dependents of a charitable 

class of persons killed in the attacks and 

this standard is applied consistently among 

distributions, the specific needs of each re-

cipient do not have to be taken into account. 

However, it would not be appropriate for a 

charity to make pro-rata payments based on 

the recipients’ living expenses before Sep-

tember 11 if the result generally is to provide 

significantly greater assistance to person in 

a better position to provide for themselves 

than to persons with fewer financial re-

sources. Although such a distribution might 

be based on objective criteria, it would not, 

under the statutory standard, be a reason-

able formula for distributing assistance in an 

equitable manner. Similarly, although spe-

cific assessments of need are not required, 

payments that do not further public pur-

poses are not permitted. The bill does not 

change the substantive standards for exemp-

tion under section 501(c)(3), including the 

prohibition on private inurement. It is im-

possible to list or anticipate the kinds of 

payments that meet the statutory test, but, 

in general, charitable that make distribu-

tions in good faith using a reasonable and 

objective formula will be treated as acting 

consistently with exempt purposes. A char-

ity that makes payments subject to this pro-

vision should indicate clearly on the 

charity’s information return, for example by 

notation at the top of the relevant page of 

the return, that the charity relied on this 

provision in making distributions. The bill 

also provides that if a private foundation 

makes payments under the conditions de-

scribed above, the payment is not treated as 

made to a disqualified person for purposes of 

section 4941. 
For charities making payments in connec-

tion with the September 11 attacks or at-

tacks involving anthrax, but not in reliance 

on this provision, present law rules apply. It 

is expected that, because of the severity of 

distress arising out of the September 11 and 

anthrax attacks and the extensive variety of 

needs that the thousands of victims and 

their family members may have, a wide 

array of expenses will be consistent with op-

eration for exclusively charitable purposes. 

For instance, payments to permit a sur-

viving spouse with young children to remain 

at home with the children rather than being 

forced to enter the workplace seem to be ap-

propriate to maintain the psychological 

well-being of the entire family. Similarly, 

assistance with elementary and secondary 

school tuition to permit a child to remain in 

the same educational environment seems to 

be appropriate, as does assistance needed for 

higher education. Assistance with rent or 

mortgage payments for the family’s prin-

cipal resident or car loans also seems to be 

appropriate to forestall losses of a home or 

transportation that would cause additional 

trauma to families already suffering. Other 

types of assistance that the scope of the 

tragedy makes it difficult to anticipate may 

also serve a charitable purpose. 

Effective Date 

The provision applies to payments made on 

or after September 11, 2001. 

B. GENERAL RELIEF FOR VICTIMS OF DISASTERS

AND TERRORISTIC OR MILITARY ACTIONS

1. Exclusion of disaster relief payments (sec. 

201 of the bill and new sec. 139 of the 

Code)

Present Law 

Taxation of disaster relief payments. Gross 

income includes all income from whatever 

source derived unless a specific exception ap-

plies (sec. 61). There is no specific statutory 

exclusion from income for disaster pay-

ments. However, various types of disaster 

payments made to individuals have been ex-

cluded from gross income under a general 

welfare exception. The exception has been 

held to exclude from income payments made 

under legislatively provided social benefit 

programs for the promotion of the general 

welfare. The general welfare exception gen-

erally applies if the payments (1) are made 

from a governmental general welfare fund, 

(2) are for the promotion of the general wel-

fare (on the basis of need and not to all resi-

dents), and (3) are made without respect to 

services rendered by the recipient. The ex-

clusion generally applies to payments for 

food, medical, housing, personal property, 

transportation, and funeral expenses. 

The general welfare exception generally 

does not apply to payments in the nature of 

income replacement, such as payments to in-

dividuals for lost wages or unemployment 

compensation or payments in the nature of 

income replacement to businesses. Income 

replacement payments are includable in 

gross income, unless another exception ap-

plies.

Disaster relief payments may be exclud-

able under other provisions. For example, 

payments made by charitable relief organi-

zations may be excluded from the gross in-

come of the recipients as gifts. Payments 

made in a business context generally are not 

treated as gifts. Factual issues may arise as 

to whether a payment in the context of a 

business relationship is a gift or taxable 

compensation for services. In general, pay-

ments made by an employer to, or for the 

benefit of, an employee are not excluded 

from gross income as gifts (sec. 102(c)). 

Under present law, gross income generally 

does not include payments received as dam-

ages (other than punitive damages) on ac-

count of personal physical injury (including 

death) or sickness (sec. 104(a)(2)). Such pay-

ments are excluded from gross income re-

gardless of whether received by suit or agree-

ment and whether received as a lump sum or 

as periodic payments. 

Section 406 of the Air Transportation Safe-

ty and System Stabilization Act provides for 

the payment of compensation for eligible in-

dividuals who suffered physical harm or 

death as a result of the terrorist-related air-

craft crashes of September 11, 2001. There is 

no statutory provision specifically address-

ing the taxation of such compensation; how-

ever, such compensation may be excludable 

from income under generally applicable Code 

provisions (e.g., section 104). 

Rules relating to charitable organizations. 

In general, organizations described in sec-

tion 501(c)(3) of the Code are exempt from 

taxation. Contributions to such organiza-

tions generally are tax deductible (sec. 170). 

Section 501(c)(3) organizations must be orga-

nized and operated exclusively for exempt 

purposes and no part of the net earnings of 

such organizations may inure to the benefit 

of any private shareholder or individual. An 

organization is not organized or operated ex-

clusively for one or more exempt purposes 

unless it serves a public rather than a pri-

vate interest. Thus, an organization de-

scribed in section 501(c)(3) generally must 

serve a charitable class of persons that is in-

definite or of sufficient size. 

Tax-exempt private foundations are a type 

of organization described in section 501(c)(3) 

and are subject to special rules. Private 

foundations are subject to excise taxes on 

acts of self-dealing between the private foun-

dation and a disqualified person with respect 

to the foundation (sec. 4941). For example, it 

is self-dealing if the income or assets of a 

private foundation are transferred to, or 

used by or for the benefit of a disqualified 

person, such as a substantial contributor to 

the foundation or a person in control of the 

foundation, and the benefit is not incidental 

or tenuous. Private foundations also are sub-

ject to excise taxes on taxable expenditures 

(sec. 4945). For example, it is a taxable ex-

penditure if a private foundation pays an 

amount that does not further certain chari-

table purposes, or makes a grant to an indi-

vidual for educational or other similar pur-

poses without following certain procedures. 

Explanation of Provision 

Taxation of disaster relief payments. The 

bill clarifies that any amount received as 

payment under section 406 of the Air Trans-

portation Safety and System Stabilization 

Act is excludable from gross income. In addi-

tion, the bill provides a specific exclusion 

from income for qualified disaster relief pay-

ments. No inference is intended as to the 

taxability of such payments under present 

law. In addition, the provision is not in-

tended to preclude the exclusion of other 

types of payments under the general welfare 

exception or other Code provisions. 
Qualified disaster relief payments include 

payments, from any source, to, or for the 

benefit of, an individual to reimburse or pay 

reasonable and necessary personal, family, 

living, or funeral expenses incurred as a re-

sult of a qualified disaster. Personal, family, 

and living expenses are intended to have the 

same meaning as when used in section 262. 
Qualified disaster relief payments also in-

clude payments, from any source, to reim-

burse or pay reasonable and necessary ex-

penses incurred for the repair or rehabilita-

tion of a personal residence, or for the repair 

or replacement of its contents, to the extent 

that the need for the repair, rehabilitation, 

or replacement is attributable to a qualified 

disaster. For purposes of determining the tax 

basis of a rehabilitated residence, it is in-

tended that qualified disaster relief pay-

ments be treated in the same manner as 

amounts received on an involuntary conver-

sion of a principal residence under section 

121(d)(5) and sections 1033(b) and (h). A resi-

dence is not precluded from being a personal 

residence solely because the taxpayer does 

not own the residence; a rented residence can 

qualify as a personal residence. 
Qualified disaster relief payments also in-

clude payments by a person engaged in the 

furnishing or sale of transportation as a 

common carrier on account of death or per-

sonal physical injuries incurred as a result of 

a qualified disaster. Thus, for example, pay-

ments made by commercial airlines to fami-

lies of passengers killed as a result of a 

qualified disaster would be excluded from 

gross income. 
Qualified disaster relief payments also in-

clude amounts paid by a Federal, State or 

local government in connection with a quali-

fied disaster in order to promote the general 

welfare. As under the present law general 

welfare exception, the exclusion does not 

apply to payments in the nature of income 

replacement, such as payments to individ-

uals of lost wages, unemployment compensa-

tion, or payments in the nature of business 

income replacement. 
Qualified disaster relief payments do not 

include payments for any expenses com-

pensated for by insurance or otherwise. No 

change from present law in intended as to 

the deductibility of qualified disaster relief 

payments, made by an employer or other-

wise, merely because the payments are ex-

cludable by the recipients. In addition, in 
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light of the extraordinary circumstances sur-

rounding a qualified disaster, it is antici-

pated that individuals will not be required to 

account for actual expenses in order to qual-

ify for the exclusion, provided that the 

amount of the payments can be reasonably 

expected to be commensurate with the ex-

penses incurred. 

Particular payments may come within 

more than one category of qualified disaster 

relief payments; the categories are not in-

tended to be mutually exclusive. Qualified 

disaster relief payments also are excludable 

for purposes of self-employment taxes and 

employment taxes. Thus, no withholding ap-

plies to qualified disaster relief payments. 

Under the bill, a qualified disaster includes 

a disaster which results from a terroristic or 

military action (as defined in section 

692(c)(2), as amended by the bill), a Presi-

dentially declared disaster, a disaster which 

results from an accident involving a common 

carrier or from any other event which would 

be determined by the Secretary to be of a 

catastrophic nature, or, for purposes of pay-

ments made by a Federal, State or local gov-

ernment, a disaster designated by Federal, 

State or local authorities to warrant assist-

ance.

The exclusion from income under section 

139 does not apply to any individual identi-

fied by the Attorney General to have been a 

participant or conspirator in the terrorist- 

related aircraft crashes of September 11, 

2001, or any other terrorist attack, or to a 

representative of such individual. 

Rules applicable to charitable organizations 

making disaster relief payments. Recognizing

that employers and employees may also con-

tribute to section 501(c)(3) organizations that 

make disaster relief payments, clarification 

of the type of disaster relief grants such or-

ganizations may make consistent with ex-

empt purposes to assist individuals in dis-

tress as a result of the September 11 attacks, 

and more generally, may be helpful. Because 

the bill provides a special rule for certain 

payments made by reason of death, injury, 

wounding, or illness of an individual as a re-

sult of the September 11 attacks, and certain 

attacks involving anthrax, the following dis-

cussion relates to disaster relief generally. 

Generally speaking a charitable organiza-

tion must serve a public rather than a pri-

vate interest. Providing assistance to relieve 

distress for individuals suffering the effects 

of a disaster generally serves a public rather 

than a private interest if the assistance ben-

efits the community as a whole, or if the re-

cipients otherwise lack the resources to 

meet their physical, mental and emotional 

needs. Such assistance could include cash 

grants to provide for food, clothing, housing, 

medical care, federal costs, transportation, 

education and other needs. All such grants 

must be need-based, taking into account the 

family’s financial resources and their phys-

ical, mental and emotional well-being. 

Charitable organizations generally are in 

the best position to determine the type and 

amount of, and appropriate beneficiaries for, 

disaster relief. Accordingly, it is expected 

that the Secretary will presume that a char-

ity providing cash assistance in good faith to 

victims (and their family members) of a 

qualified disaster is acting consistent with 

the requirements of section 501(c)(3) if the 

class of beneficiaries is sufficiently large or 

indefinite and the charity can demonstrate 

that it is applying consistent, objective cri-

teria for assessing need. 

In addition to the rules described above 

that are applicable to all charities, special 

rules apply with respect to disaster relief 

provided by private foundations controlled 

by an employer. In such cases, clarification 

of the appropriate treatment of the founda-

tion and the payments may be helpful. In 

general, a private foundation that is estab-

lished and controlled by an employer vio-

lates the requirements of section 501(c)(3) if 

it provides benefits to a class of beneficiaries 

composed exclusively of the employer’s em-

ployees, and such benefits are a form of com-

pensation. The IRS recently held in a private 

letter ruling, and in similar rulings, that a 

private foundation that is established, fund-

ed and controlled by a particular employer 

for the purpose of providing disaster relief 

for employees of a particular employer does 

not qualify as a charitable organization 

under section 501(c)(3), because the founda-

tion is not operated solely for charitable pur-

poses and is providing a benefit on behalf of 

the employer in violation of the prohibition 

on private inurement. Although private let-

ter rulings do not constitute precedent for 

other taxpayers, considerable uncertainty 

exists regarding IRS’ position relating to 

employer-controlled private foundations 

making disaster relief payments to em-

ployee-beneficiaries.

If payments in connection with a qualified 

disaster are made by a private foundation to 

employees (and their family members) of an 

employer that controls the foundation, the 

presumption that the charity acts consist-

ently with the requirements of section 

501(c)(3) applies if the class of beneficiaries is 

large or indefinite and if recipients are se-

lected based on an objective determination 

of need by an independent committee of the 

private foundation, a majority of the mem-

bers of which are persons other than persons 

who are in a position to exercise substantial 

influence over the affairs of the controlling 

employer (determined under principles simi-

lar to those in effect under section 4958). The 

presumption does not apply to grants made 

to, or for the benefit of, a disqualified person 

or member of the selection committee. How-

ever, the absence of an independent selection 

committee does not necessarily mean that a 

foundation violates the requirements of sec-

tion 501(c)(3). Other procedures and stand-

ards may be adequate substitutes to ensure 

that any benefit to the employer is inci-

dental and tenuous. Similarly, providing 

need-based payments to employees and their 

survivors in response to a disaster other than 

a qualified disaster may well further chari-

table purposes consistent with the require-

ments of section 501(c)(3). 

It is intended that an employer-controlled 

private foundation is not providing an inap-

propriate benefit and is not disqualified from 

exemption under section 501(c)(3) if it makes 

a payment to an employee or a family mem-

ber of an employee (who is employed by an 

employer who controls the foundation) re-

lieves distress caused by a qualified disaster 

as defined under section 139, provided that it 

awards grants based on an objective deter-

mination of need using either an independent 

selection committee or adequate substitute 

procedures, as described above. It is further 

intended that section 102(c) of the Code, 

which provides that a transfer from an em-

ployer to, or for the benefit of, an employee 

generally is not excludable from income as a 

gift, does not apply to such payments. It is 

further expected that the Service will recon-

sider the ruling position it has taken to en-

sure that private foundations established 

and controlled by employers will have appro-

priate guidance, consistent with the prin-

ciples outlined above, on the circumstances 

under which they may provide disaster as-

sistance in connection with a qualified dis-

aster specifically to the employers’ employ-

ees.
It is intended that the making by a private 

foundation of disaster relief payments that 

qualify for the presumption stated above (1) 

will not be treated as an act of self-dealing 

under section 4941 merely because the recipi-

ent is an employee (or family member of an 

employee) of a disqualified person with re-

spect to the foundation, (2) will be treated as 

in furtherance of section 170(c)(2)(B) pur-

poses, and (3) will be considered to meet the 

requirements of section 4945(g) to the extent 

that they apply. Moreover, contributions to 

a section 501(c)(3) organization admin-

istering relief in a manner outlined above 

(including those made by employers and any 

of their employees) are deductible under the 

generally applicable rules of section 170. Fi-

nally, it is confirmed that need-based pay-

ments made by an employer-controlled foun-

dation to an individual for exclusive chari-

table purposes generally are excludable from 

the recipients’ income as gifts. Thus, such 

payments made by a foundation to relieve 

distress caused by a qualified disaster are ex-

cludable from the recipients’ income regard-

less of whether they fall within the scope of 

section 139, or any other such provision of 

the Code providing for an exclusion. The IRS 

is directed to issue prompt guidance to tax-

payers relating to the requirements applica-

ble to private foundations making disaster 

assistance payments. The principles dis-

cussed above should apply to foundations 

and public charities providing relief in re-

sponse to both the September 11, 2001, dis-

aster and future qualified disasters. 

Effective Date 

The provision applies to taxable years end-

ing on or after September 11, 2001. 

2. Authority to postpone certain deadlines and 

required actions (sec. 202 of the bill, sec. 

7508A of the Code, and new sec. 518 and 

sec. 4002 of the Employee Retirement In-

come Security Act of 1974) 

Present Law 

In general. In general, the Secretary of the 

Treasury may prescribe regulations under 

which a period of up to 120 days may be dis-

regarded for performing various acts under 

the Internal Revenue Code, such as filing tax 

returns, paying taxes, or filing a claim for 

credit or refund of tax, for any taxpayer de-

termined by the Secretary to be affected by 

a Presidentially declared disaster (sec. 

7508A).
The suspension of time may apply to the 

following acts: (1) Filing any return of in-

come, estate, or gift tax (except employment 

and withholding taxes); (2) payment of any 

income, estate, or gift tax (except employ-

ment and withholding taxes); (3) filing a pe-

tition with the Tax Court for redetermina-

tion of a deficiency, or for review of a deci-

sion rendered by the Tax Court; (4) allowance 

of a credit or refund of any tax; (5) filing a 

claim for credit or refund of any tax; (6) 

bringing suit upon any such claim for credit 

or refund; (7) assessment of any tax; (8) giv-

ing or making any notice or demand for the 

payment of any tax; or with respect to any 

liability to the United States in respect of 

any tax; (9) collection of the amount of any 

liability in respect of any tax; (10) bringing 

suit by the United States in respect of any 

liability in respect of any tax; and (11) any 

other act required or permitted under the in-

ternal revenue laws specified in regulations 

prescribed by the Secretary of the Treasury. 
Individuals may, if they choose, perform 

any of these acts during the period of suspen-

sion.

VerDate Aug 04 2004 08:09 Aug 04, 2005 Jkt 089102 PO 00000 Frm 00072 Fmt 0688 Sfmt 0634 E:\BR01\H13DE1.002 H13DE1



CONGRESSIONAL RECORD—HOUSE26176 December 13, 2001 
On September 13, 2001, the IRS issued No-

tice 2001–61 providing relief to taxpayers af-

fected by the September 11, 2001, terrorist at-

tack. Prior to issuance of this notice, the 

President had declared certain affected areas 

to be disaster areas. In addition, on Sep-

tember 14, 2001, the IRS issued Notice 2001–63 

providing additional tax relief to taxpayers 

who found it difficult to meet their tax filing 

and payment obligations. 
Employee benefit plans. Questions have aris-

en about the scope of section 7508A in rela-

tion to employee benefit plans. Some acts re-

lated to employee benefit plans are not 

clearly covered by the suspension. For exam-

ple, a plan sponsor or plan administrator 

may be required to provide a notice to plan 

participants or to make a plan contribution, 

or a plan participant may be required to 

make a benefit election or take a distribu-

tion under the plan. In addition, some acts 

related to employee benefit plans may be re-

quired or provided for under the Employee 

Retirement Income Security Act (‘‘ERISA’’) 

or under the terms of the plan, rather than 

under the Internal Revenue Code. For exam-

ple, on September 14, 2001, the Department of 

Labor issued News Release No. 01–36, an-

nouncing that the Pension and Welfare Bene-

fits Administration, the Internal Revenue 

Service, and the Pension Benefit Guaranty 

Corporation were extending the deadline for 

filing Form 5500 and Form 5500–EZ. 

Explanation of Provision 

In general. The bill redrafts section 7508A 

to expand its scope and to clarify its applica-

tion. Specifically, the bill permits the Sec-

retary to suspend the period of time under 

this provision for up to one year (increased 

from up to 120 days). The bill also clarifies 

that interest on underpayments may be 

waived or abated pursuant to section 7508A 

with respect to either a declared disaster or 

a terroristic or military action. The bill 

clarifies that the Secretary of the Treasury 

has the authority to postpone actions pursu-

ant to section 7508A in response to a terror-

istic or military action, regardless of wheth-

er a disaster area has been declared by the 

President in connection with the action. The 

bill facilitates the prompt issuance of guid-

ance by the Secretary of the Treasury with 

respect to section 7508A by removing the re-

quirement that regulations be published list-

ing the scope of additional actions that may 

be postponed pursuant to section 

7508(a)(1)(K); accordingly, the Secretary may 

provide authoritative guidance via a notice 

or other mechanism of the Secretary’s 

choice that may be issued more rapidly. It is 

intended that the Secretary construe this 

authority as broadly as is necessary and ap-

propriate to respond to specific disasters or 

terroristic or military actions. The author-

ity to postpone ‘‘any ... act’’ is sufficiently 

broad to encompass, for example, specific 

deadlines enumerated in the Code, such as 

those in section 1031 (relating to the ex-

change of property held for productive use or 

investment). Similarly, it is intended that 

the Secretary utilize this authority to ad-

dress issues that arise from the discovery of 

tax information subsequent to the filing of a 

tax return that would affect the tax liability 

reported on that return. 
Employee benefit plans. The bill expands and 

clarifies the scope of the deadlines and re-

quired actions that may be postponed pursu-

ant to section 7508A. The bill provides that 

the Secretary of the Treasury may prescribe 

a period of up to one year which may be dis-

regarded in determining the date by which 

any action by a pension or other employee 

benefit plan, or by a plan sponsor, adminis-

trator, participant, beneficiary or other per-

son would be required or permitted to be 

completed. The bill provides similar author-

ity to the Secretary of Labor and the Pen-

sion Benefit Guaranty Corporation with re-

spect to actions within their respective juris-

dictions.
The bill is not limited to actions under the 

Internal Revenue Code. Accordingly, actions 

under ERISA or under the terms of the plan 

come within the scope of this provision. Acts 

performed within the extended period are 

considered timely under the Internal Rev-

enue Code, ERISA, and the plan. In addition, 

a plan is not treated as operating in a man-

ner inconsistent with its terms or in viola-

tion of its terms merely because acts pro-

vided for under the plan are performed dur-

ing the extended period. 
Examples of acts covered by the provision 

include (1) the filing of a form with the IRS, 

Department of Labor or the pension Benefit 

Guaranty Corporation, (2) an employer’s con-

tribution to the plan of required quarterly 

amounts for the current year or the prior 

year minimum funding amounts, (3) the fil-

ing of an application for a waiver of the min-

imum funding standard, (4) the payment of 

premiums to the Pension Benefit Guarantee 

Corporation, (5) a participant’s election of a 

form of benefits under a plan, (6) the plan ad-

ministrator’s distribution of benefits in ac-

cordance with a participant’s election, (7) 

notice to an employee of eligibility for con-

tinuation coverage under a group health 

plan, and (8) an employee’s election of con-

tinuation coverage. 

Effective Date 

The provision applies to disasters and ter-

roristic or military actions occurring on or 

after September 11, 2001, with respect to any 

action of the Secretary of the Treasury, the 

Secretary of Labor, or the Pension Benefit 

Guaranty Corporation on or after the date of 

the enactment. 

3. Application of certain provisions to terror-

istic or military actions (sec. 203 of the bill 

and secs. 104 and 692 of the Code) 

Present Law 

Taxation of disability income of U.S. em-

ployees related to terrorist activity outside 

the United States. Gross income does not in-

clude amounts received by an individual as 

disability income attributable to injuries in-

curred as a direct result of a terrorist attack 

(as determined by the Secretary of State) 

which occurred while the individual was per-

forming official duties as an employee of the 

United States outside the United States (sec. 

104(a)(5)).
Income tax relief for military and civilian 

U.S. employees who die as a result of ter-

rorist activity outside the United States. 

Military and civilian employees of the 

United States who die as a result of wounds 

or injury incurred outside the United States 

in a terroristic or military action are not 

subject to income tax for the year of death 

and for prior taxable years beginning with 

the taxable year prior to the taxable year in 

which the wounds or injury were incurred. 

Accordingly, if such an individual is injured 

and dies in the same taxable year, this ex-

emption from income tax is available for the 

taxable year of death as well as the prior 

taxable year. 

Explanation of Provision 

Taxation of disability income related to 

terrorist activity. The bill expands the 

present-law exclusion from gross income for 

disability income of U.S. civilian employees 

attributable to a terrorist attack outside the 

United States to apply to disability income 

received by any individual attributable to a 

terroristic or military action. The bill is not 

intended to apply to amounts that would 

have been payable even if the individual had 

not become disabled as a result of a terrorist 

or military action. 

Income tax relief for individuals who die as 

a result of terrorist activity. The bill ex-

tends the income tax relief provided under 

present law to U.S. military and civilian per-

sonnel who die as a result of terroristic ac-

tivity or military action outside the United 

States to such personnel regardless of where 

the terroristic activity or military action 

occurred.

Effective Date 

The provision is effective for taxable years 

ending on or after September 11, 2001. 

4. Clarification of due date for airline excise 

tax deposits (sec. 204 of the bill and sec. 

301 of the Air Transportation Safety And 

Stabilization Act) 

Present Law 

Section 301 of the Air Transportation Safe-

ty and System Stabilization Act provides a 

special rule for the deposit of certain taxes. 

If a deposit of these taxes was required to be 

made after September 10, 2001, and before No-

vember 15, 2001, they are treated as timely 

made if deposited by November 15, 2001. The 

Secretary of the Treasury is given the au-

thority to extend this deadline further, but 

no later than January 15, 2002. For eligible 

air carriers, the special deposit rules are ap-

plicable to the excise taxes imposed on air 

travel. The special deposit rules were also 

applied inadvertently to the deposit of the 

following employment taxes: both the em-

ployer and employee portions of FICA, rail-

road retirement taxes, and income taxes 

withheld by employers from employees. 

Explanation of Provision 

The applicability of these special deposit 

rules to employment taxes is repealed. The 

applicability of these special deposit rules to 

excise taxes is unaffected. It is intended that 

no penalties be imposed with respect to taxes 

that were not deposited timely in reliance on 

the provisions of the Air Transportation 

Safety and System Stabilization Act prior to 

the enactment of this provision. 

Effective Date 

The provision is effective as if included in 

section 301 of the Air Transportation Safety 

and System Stabilization Act. 

5. Treatment of purchase of structured settle-

ments (sec. 205 of the bill and new sec. 

5891 of the Code) 

Present Law 

Present law provides tax-favored treat-

ment for structured settlement arrange-

ments for the payment of damages on ac-

count of personal injury or sickness. 

Under present law, an exclusion from gross 

income is provided for amounts received for 

agreeing to a qualified assignment to the ex-

tent that the amount received does not ex-

ceed the aggregate cost of any qualified 

funding asset (sec. 130). A qualified assign-

ment means any assignment of a liability to 

make periodic payments as damages (wheth-

er by suit or agreement) on account of a per-

sonal injury or sickness (in a case involving 

physical injury or physical sickness), pro-

vided the liability is assumed from a person 

who is a party to the suit or agreement, and 

the terms of the assignment satisfy certain 

requirements. Generally, these requirements 

are that (1) the periodic payments are fixed 

as to amount and time; (2) the payments 

cannot be accelerated, deferred, increased, or 
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decreased by the recipient; (3) the assignee’s 

obligation is no greater than that of the as-

signor; and (4) the payments are excludable 

by the recipient under section 104(a)(1) or (2) 

as workmen’s compensation for personal in-

juries or sickness, or as damages on account 

of personal physical injuries or physical 

sickness.
A qualified funding asset means an annuity 

contract issued by an insurance company li-

censed in the U.S., or any obligation of the 

United States, provided the annuity contract 

or obligation meets statutory requirements. 

Ann annuity that is a qualified funding asset 

is not subject to the rule requiring current 

inclusion of the income on the contract 

which generally applies to annuity contract 

holders that are not natural persons (e.g., 

corporations) (sec. 72(u)(3)(C)). In addition, 

when the payments on the annuity are re-

ceived by the structured settlement com-

pany and included in income, the company 

generally may deduct the corresponding pay-

ments to the injured person, who, in turn, 

excludes the payments from his or her in-

come (sec. 104). Thus, neither the amount re-

ceived for agreeing to the qualified assign-

ment of the liability to pay damages, nor the 

income on the annuity that funds the liabil-

ity to pay damages, generally is subject to 

tax.
The exclusion for recipients of the periodic 

payments received under a structured settle-

ment arrangement as damages for personal 

physical injuries or physical sickness can be 

contrasted with the treatment of investment 

earnings that are not paid as damages. If a 

recipient of damages chooses to receive a 

lump sum payment (excludable from income 

under sec. 104), and then to invest it himself, 

generally the earnings on the investment are 

includable in income. For example, if he re-

cipient uses the lump sum to purchase an an-

nuity contract providing for periodic pay-

ments, then a portion of each payment under 

the annuity contract is includable in income, 

and the balance is excludable under present- 

law rules based on the ratio of the individ-

ual’s investment in the contract to the ex-

pected return on the contract (sec. 72(b)). 
Present law provides that the payments to 

the injured person under the qualified as-

signment cannot be accelerated, deferred, in-

creased, or decreased by the recipient (sec. 

130). Consistent with these requirements, it 

is understood that contracts under struc-

tured settlement arrangements generally 

contain anti-assignment clauses. It is under-

stood, however, that injured persons may 

nonetheless be willing to accept discounted 

lump sum payments from certain ‘‘fac-

toring’’ companies in exchange for their pay-

ment streams. The tax effect on the parties 

of these transactions may not be completely 

clear under present law. 

Explanation of Provision 

The bill generally imposes an excise tax on 

any person who acquires certain payment 

rights under a structured settlement ar-

rangement from a structured settlement re-

cipient for consideration. The amount of the 

excise tax is 40 percent of the excess of (1) 

the undiscounted amount of the payments 

being acquired, over (2) the total amount ac-

tually paid to acquire them. 
The 40-percent excise tax does not apply, 

however, if the transfer is approved in ad-

vance in a final order, judgment or decree 

that: (1) finds that the transfer does not con-

travene any Federal or State statute or the 

order of any court or responsible administra-

tive authority; (2) finds that the transfer is 

in the best interest of the payee, taking into 

account the welfare and support of the pay-

ee’s dependents; and (3) is issued under an 

applicable State statute by a court or is 

issued by the responsible administrative au-

thority. Rules are provided for determining 

the applicable State statute. 
The provision also provides that the acqui-

sition transaction does not affect the appli-

cation of certain present-law rules, if those 

rules were satisfied at the time the struc-

tured settlement was entered into. The rules 

are section 130 (relating to an exclusion from 

gross income for personal injury liability as-

signments), section 72 (relating to annu-

ities), sections 104(a)(1) and (2) (relating to 

an exclusion for amounts received under 

workers’ compensation acts and for damages 

on account of personal physical injuries or 

physical sickness), and section 461(h) (relat-

ing to the time of economic performance in 

determining the taxable year of a deduc-

tion).

Effective Date 

The provision generally is effective for ac-

quisition transactions entered into on or 

after 30 days following enactment. A transi-

tion rule applies during the period from that 

date to July 1, 2002. Under the transition 

rule, if no applicable State law (relating to 

the best interest of the payee) applies to a 

transfer during that period, then the excep-

tion from the 40 percent excise tax is avail-

able without the otherwise required court (or 

administrative) order, provided certain dis-

closure requirements are met. Under the 

transition rule, the person acquiring the 

structured settlement payments is required 

to disclose in advance to the payee: (1) the 

amounts and due dates of the payments to be 

transferred; (2) the aggregate amount to be 

transferred; (3) the consideration to be re-

ceived by the payee; (4) the discounted 

present value of the transferred payments; 

and (5) the expenses to be paid by the payee 

or deducted from the payees’s proceeds. 
The provision providing that the acquisi-

tion transaction does not affect the applica-

tion of certain present-law rules is effective 

for transactions entered into on or after the 

30th day following enactment. 

6. Personal exemption deduction for certain 

disability trusts (sec. 206 of the bill and 

sec. 642 of the Code) 

Present Law 

Present law provides a $300 personal ex-

emption for trusts that are required by their 

governing instruments to currently dis-

tribute all of their income. For other trusts, 

present law provides a $100 personal exemp-

tion. These deductions are in lieu of the per-

sonal exemption that generally is provided 

under section 151 for individuals (sec. 642(b)). 
Under present law, a grantor who transfers 

property to a trust while retaining certain 

powers or interests over the trust is treated 

as the owner of the trust for income tax pur-

poses under the so-called ‘‘grantor trust 

rules’’ (secs. 671–677). Similarly, a third party 

who is not adverse to the grantor is treated 

as the owner of the trust under these rules to 

the extent that the third party is granted 

certain powers over the trust. If a grantor or 

third party is treated as the owner of a trust 

(a ‘‘grantor trust’’), the income and deduc-

tions of the trust are included directly in the 

taxable income of the grantor or third party. 

Because the personal exemption under sec-

tion 642(b) applies to income that is taxable 

to a trust (rather than a grantor or third 

party), the personal exemption under section 

642(b) does not apply to grantor trusts. 

Explanation of Provision 

The bill provides that certain disability 

trusts may claim a personal exemption in an 

amount that is based upon the personal ex-

emption provided for individuals under sec-

tion 151(d), rather than the $300 or $100 per-

sonal exemption provided under present law. 

The provision applies to disability trusts de-

scribed in certain subsections of 42 U.S.C. 

sec. 1396p (relating to liens, adjustments, 

transfers of assets, and the treatment of 

trust amounts for purposes of determining 

eligibility for benefits under Medicaid State 

plans).
The provision only applies to disability 

trusts the beneficiaries of which are disabled 

(other than holders of a remainder or rever-

sionary interest in the trust), within the 

meaning of 42 U.S.C. sec. 1382c(a)(3) (relating 

to the definition of a ‘‘disabled individual’’ 

for purposes of determining eligibility for 

Supplemental Security Income), and only if 

such beneficiaries are receiving government 

disability benefits based upon a determina-

tion of disability under 42 U.S.C. sec. 

1382c(a)(3).
The provision applies if all of the bene-

ficiaries of the trust at the end of the tax-

able year are determined under 42 U.S.C. sec. 

1382c(a)(3) to be disabled for some portion of 

such year. Thus, a disability trust may claim 

the personal exemption under the provision 

even if one or more of the beneficiaries be-

comes no longer disabled during the taxable 

year. However, the trust may claim the per-

sonal exemption for the following taxable 

year only if such individual or individuals 

are no longer beneficiaries of the trust at the 

end of the following taxable year (i.e., all re-

maining beneficiaries of the trust at the end 

of the following taxable year are disabled or 

were disabled during some portion of such 

year). In the case of a disability trust with a 

single beneficiary, the trust may claim the 

personal exemption under the provision for 

the taxable year during which the bene-

ficiary becomes no longer disabled, but not 

for subsequent taxable years. 
The personal exemption provided for dis-

ability trusts under the provision is equal in 

amount to the section 151(d) personal exemp-

tion for unmarried individuals with no de-

pendents and is subject to a phaseout, which 

is determined by reference to the phaseout of 

the personal exemption for such individuals 

under sec. 151(d)(3)(C)(iii). For purposes of 

computing the phaseout of the personal ex-

emption under the provision, the adjusted 

gross income of the trust is determined by 

reference to section 67(e) (relating to the de-

termination of adjusted gross income of es-

tates and trusts for purposes of computing 

the 2-percent floor on miscellaneous 

itemized deductions). 
The provision does not affect the deter-

mination of whether a disability trust is 

treated as a grantor trust under the present- 

law grantor trust rules, and does not change 

the inapplicability of the personal exemption 

under section 642(b) to grantor trusts. Thus, 

the provision does not apply to disability 

trusts that are treated as grantor trusts. 

Effective Date 

The provision applies to taxable years of 

disability trusts ending on or after Sep-

tember 11, 2001. 

C. TAX BENEFITS FOR AREA OF NEW YORK CITY

DAMAGED IN TERRORIST ATTACKS ON SEP-

TEMBER 11, 2001

1. Special depreciation allowance for certain 

property (sec. 301(a) of the bill and new 

sec. 1400L of the Code) 

Present Law 

Depreciation deductions. A taxpayer is al-

lowed to recover, through annual deprecia-

tion deductions, the cost of certain property 
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used in a trade or business or for the produc-

tion of income. The amount of the deprecia-

tion deduction allowed with respect to tan-

gible property for a taxable year is deter-

mined under the modified accelerated cost 

recovery system (‘‘MACRS’’). Under MACRS, 

different types of property generally are as-

signed applicable recovery periods and depre-

ciation methods. The recovery periods appli-

cable to most tangible personal property 

(generally tangible property other than resi-

dential rental property and nonresidential 

real property) range from 3 to 25 years. The 

depreciation methods generally applicable to 

tangible personal property are the 200-per-

cent and 150-percent declining balance meth-

ods, switching to the straight-line method 

for the taxable year in which the deprecia-

tion deduction would be maximized. In lieu 

of depreciation, a taxpayer with a suffi-

ciently small amount of annual investment 

may elect to deduct up to $24,000 (for taxable 

years beginning in 2001 or 2002) of the cost of 

qualifying property placed in service for the 

taxable year (sec. 179). For taxable years be-

ginning in 2003 and thereafter, the amount 

deductible under section 179 is increased to 

$25,000.
Section 167(f)(1) provides that capitalized 

computer software costs, other than com-

puter software to which section 197 applies, 

are recovered ratably over 36 months. 

Explanation of Provision 

The provision allows an additional first- 

year depreciation deduction equal to 30 per-

cent of the adjusted basis of qualified New 

York Liberty Zone (‘‘Liberty Zone’’) prop-

erty. The additional depreciation deduction 

is allowed for both regular tax and alter-

native minimum tax purposes for the taxable 

year in which the property is placed in serv-

ice. The basis of the property and the depre-

ciation allowances in the year of purchase 

and later years are appropriately adjusted to 

reflect the additional first-year depreciation 

deduction. A taxpayer is allowed to elect out 

of the additional first-year depreciation for 

any class of property for any taxable year. 
Property qualifies for the additional first- 

year depreciation deduction if the property 

is (1) property to which MACRS applies ex-

cept qualified leasehold improvement prop-

erty and any railroad grading or tunnel bore, 

or (2) computer software other than com-

puter software covered by section 197 and, 

substantially all of the use of such property 

is in the Liberty Zone. In order to be quali-

fied Liberty Zone property, the original use 

of the property in the Liberty Zone must 

commence with the taxpayer on or after Sep-

tember 11, 2001. A special rule precludes the 

additional first-year depreciation deduction 

for property that is required to be depre-

ciated under the alternative depreciation 

system of MACRS. 
In addition, property qualifies only if ac-

quired by purchase by the taxpayer (1) after 

September 10, 2001 and placed in service on 

or before December 31, 2006, and no binding 

written contract for the acquisition is in ef-

fect before September 11, 2001. For nonresi-

dential real property and residential rental 

property the property must be placed in 

service on or before December 31, 2009 in lieu 

of December 31, 2006. Finally, property that 

is manufactured, constructed, or produced by 

the taxpayer for use by the taxpayer quali-

fies if the taxpayer begins the manufacture, 

construction, or production of the property 

after September 10, 2001, and the property is 

placed in service on or before December 31, 

2006 (and all other requirements are met). 

Property that is manufactured, constructed, 

or produced for the taxpayer by another per-

son under a contract that is entered into 
prior to the manufacture, construction, or 
production of the property is considered to 
be manufactured, constructed, or produced 
by the taxpayer. 

The Liberty Zone means the area located 
on or south of Canal Street, East Broadway 
(east of its intersection with Canal Street), 
or Grand Street (east of its intersection with 
East Broadway) in the Borough of Manhat-
tan in the City of New York, New York. 

The following examples illustrate the oper-
ation of the provision. 

Example 1.—Assume that on March 1, 2002, 

a calendar year taxpayer acquires and places 

in service qualified property in the Liberty 

Zone that costs $1 million. Under the provi-

sion, the taxpayer is allowed an additional 

first-year depreciation deduction of $300,000. 

The remaining $700,000 of adjusted basis is 

recovered in 2002 and subsequent years pur-

suant to the depreciation rules of present 

law.
Example 2.—Assume that on March 1, 2002, 

a calendar year taxpayer acquires and places 

in service qualified property in the Liberty 

Zone that costs $100,000. In addition, assume 

that the property qualifies for the expensing 

election under section 179. Under the provi-

sion, the taxpayer is first allowed a $59,000 

deduction under section 179. The taxpayer 

then is allowed an additional first-year de-

preciation deduction of $12,300 based on 

$41,000 ($100,000 original cost less the section 

179 deduction of $59,000) of adjusted basis. Fi-

nally, the remaining adjusted basis of $28,700 

($41,000 adjusted basis less $12,300 additional 

first-year depreciation) is to be recovered in 

2002 and subsequent years pursuant to the 

depreciation rules of present law. 

2. Treatment of qualified leasehold improve-

ment property (sec. 301(b) of the bill and 

new sec. 1400L of the Code) 

Present Law 

Depreciation of leasehold improvements. 

Depreciation allowances for property used in 

a trade or business generally are determined 

under the modified Accelerated Cost Recov-

ery System (‘‘MACRS’’) of section 168. De-

preciation allowances for improvements 

made on leased property are determined 

under MACRS, even if the MACRS recovery 

period assigned to the property is longer 

than the term of the lease (sec. 168(i)(8)). 

This rule applies regardless whether the les-

sor or lessee places the leasehold improve-

ments in service. If a leasehold improvement 

constitutes an addition or improvement to 

nonresidential real property already placed 

in service, the improvement is depreciated 

using the straight-line method over a 39-year 

recovery period, beginning in the month the 

addition or improvement was placed in serv-

ice (secs. 168(b)(3), (c)(1), (d)(2), and (i)(6)). 
Treatment of dispositions of leasehold im-

provements. A lessor of leased property that 

disposes of a leasehold improvement which 

was made by the lessor for the lessee of the 

property may take the adjusted basis of the 

improvement into account for purposes of 

determining gain or loss if the improvement 

is irrevocably disposed of or abandoned by 

the lessor at the termination of the lease. 

This rule conforms the treatment of lessors 

and lessees with respect to leasehold im-

provements disposed of at the end of a term 

or lease. For purposes of applying this rule, 

it is expected that a lessor must be able to 

separately account for the adjusted basis of 

the leasehold improvement that is irrev-

ocably disposed of or abandoned. This rule 

does not apply to the extent section 280B ap-

plies to the demolition of a structure, a por-

tion of which may include leasehold im-

provements.

Explanation of Provision 

The provision provides that 5-year prop-

erty for purposes of the depreciation rules of 

section 168 includes qualified leasehold im-

provement property place in service after 

September 10, 2001 and before January 1, 2007. 

The straight-line method is required to be 

used with respect to qualified leasehold im-

provement property. 
Qualified leasehold improvement property 

is any improvement to an interior portion of 

a building that is nonresidential real prop-

erty if such building is located in the New 

York Liberty Zone, provided certain require-

ments are met. The improvement must be 

made under or pursuant to a lease either by 

the lessee (or sublessee) of that portion of 

the building, or by the lessor of that portion 

of the building. That portion of the building 

is to be occupied exclusively by the lessee (or 

any sublessee). The improvement must be 

placed in service more than three years after 

the date the building was first placed in serv-

ice.
Qualified leasehold improvement property 

does not include any improvement for which 

the expenditure is attributable to the en-

largement of the building, any elevator or 

escalator, any structural component bene-

fiting a common area, or the internal struc-

tural framework of the building. 
A 9-year period is specified as the class life 

of qualified leasehold improvement property 

for purposes of the alternative depreciation 

system. Therefore, the general rule that the 

class life for nonresidential real and residen-

tial rental property is 40 years does not 

apply to qualified leasehold improvement 

property.
For purposes of the provision, a commit-

ment to enter into a lease is treated as a 

lease, and the parties to the commitment are 

treated as lessor and lessee. A lease between 

related persons is not considered a lease for 

this purpose. 
Under the provision, an improvement made 

by the person who was the lessor of the im-

provement when it was placed in service gen-

erally is treated as qualified leasehold im-

provement property only so long as the im-

provement is held by that person. Exceptions 

are provided under this rule in the case of 

certain changes in form of business. Under 

these exceptions, property does not cease to 

be qualified leasehold improvement property 

under the provision by reason of (1) death, (2) 

a transaction to which section 381 (relating 

to carryovers in certain corporate acquisi-

tions) applies, or (3) a mere change in the 

form of conducting the trade or business so 

long as the property is retained in the busi-

ness as qualified leasehold improvement 

property and the taxpayer retains a substan-

tial interest in the business. 

3. Increase in expensing treatment for busi-

ness property used in the New York Lib-

erty Zone (sec. 301(c) of the bill and new 

sec. 1400L of the Code) 

Present Law 

Present law provides that, in lieu of depre-

ciation, a taxpayer with a sufficiently small 

amount of annual investment may elect to 

deduct up to $24,000 (for taxable years begin-

ning in 2001 or 2002) of the cost of qualifying 

property placed in service for the taxable 

year (sec. 179). This amount is increased to 

$25,000 of the cost of qualified property 

placed in service for taxable years beginning 

in 2003 and thereafter. The $24,000 ($25,000 for 

taxable years beginning in 2003 and there-

after) amount is phased-out (but not below 

zero) by the amount by which the cost of 

qualifying property placed in service during 

the taxable year exceeds $200,000. 
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Additional section 179 incentives are pro-

vided with respect to a qualified zone prop-

erty used by a business in an empowerment 

zone (sec. 1397A). Such a business may elect 

to deduct an additional $20,000 (i.e., a total of 

$44,000) of the cost of qualified zone property 

placed in service in year 2001. The $20,000 

amount is increased to $35,000 for taxable 

years beginning in 2002 and thereafter. In ad-

dition, the phase-out range is applied by tak-

ing into account only 50 percent of the cost 

of qualified zone property that is section 179 

property.
The amount eligible to be expensed for a 

taxable year may not exceed the taxable in-

come for a taxable year that is derived from 

the active conduct of a trade or business (de-

termined without regard to this provision). 

Any amount that is not allowed as a deduc-

tion because of the taxable income limita-

tion may be carried forward to succeeding 

taxable years (subject to similar limita-

tions). No general business credit under sec-

tion 38 is allowed with respect to any 

amount for which a deduction is allowed 

under section 179. 

Explanation of Provision 

The provision increases the amount a tax-

payer can deduct under section 179 for quali-

fying property used in the New York Liberty 

Zone. Specifically, the provision increases 

the maximum dollar amount that may be de-

ducted under section 179 by the lesser of (1) 

$35,000 or (2) the cost of qualifying property 

placed in service during the taxable year. 

This amount is in addition to the amount 

otherwise deductible under the present-law 

rules of section 179. 
Qualifying property means section 179 

property purchased and placed in service by 

the taxpayer after September 10, 2001 and be-

fore January 1, 2007, where (1) substantially 

all of its use in the New York Liberty Zone 

in the active conduct of a trade or business 

by the taxpayer in the zone, and (2) the origi-

nal use of which in the New York Liberty 

Zone commences with the taxpayer after 

September 10, 2001. 
As under present law with respect to em-

powerment zones, the phase-out range for 

the section 179 deduction attributable to 

New York Liberty Zone property is applied 

by taking into account only 50 percent of the 

cost of New York Liberty Zone property that 

is section 179 property. Also, no general busi-

ness credit under section 38 is allowed with 

respect to any amount for which a deduction 

is allowed under section 179. 

4. Authorize issuance of tax-exempt private 

activity bonds for rebuilding the portion 

of New York City damaged in the Sep-

tember 11, 2001, terrorist attack (sec. 

301(d) of the bill and new sec. 1400L of the 

Code)

Present Law 

Rules governing issuance of tax-exempt bonds 

In general 

Interest on debt incurred by States or local 

governments is excluded from income if the 

proceeds of the borrowing are used to carry 

out governmental functions of those entities 

or the debt is repaid with governmental 

funds (sec. 103). Interest on bonds that nomi-

nally are issued by States or local govern-

ments, but the proceeds of which are used 

(directly or indirectly) by a private person 

and payment of which is derived from funds 

of such a private person is taxable unless the 

purpose of the borrowing is approved specifi-

cally in the Code or in a non-Code provision 

of a revenue Act. These bonds are called 

‘‘private activity bonds.’’ The term ‘‘private 

person’’ includes the Federal Government 

and all other individuals and entities other 

than States or local governments. 

Private activities eligible for financing with 

tax-exempt private activity bonds 

Present law includes several exceptions 

permitting States or local governments to 

act as conduits providing tax-exempt financ-

ing for private activities. Both capital ex-

penditures and limited working capital ex-

penditures of charitable organizations de-

scribed in section 501(c)(3) of the Code 

(‘‘qualified 501(c)(3) bonds’’) may be financed 

with tax-exempt bonds. 

States or local governments may issue tax- 

exempt ‘‘exempt-facility bonds’’ to finance 

property for certain private businesses. Busi-

ness facilities eligible for this financing in-

clude transportation (airports, ports, local 

mass commuting, and high speed intercity 

rail facilities); privately owned and/or pri-

vately operated public works facilities (sew-

age, solid waste disposal, local district heat-

ing or cooling, and hazardous waste disposal 

facilities); privately owned and/or operated 

low-income rental housing; and certain pri-

vate facilites for the local furnishing of elec-

tricity or gas. A further provision allows 

tax-exempt financing for ‘‘environmental en-

hancements of hydro-electric generating fa-

cilities.’’ Tax-exempt financing also is au-

thorized for capital expenditures for small 

manufacturing facilities and land and equip-

ment for first-time farmers (‘‘qualified 

small-issue bonds’’), local redevelopment ac-

tivities (‘‘qualified redevelopment bonds’’), 

and eligible empowerment zone and enter-

prise community businesses. 

Tax-exempt private activity bonds also 

may be issued to finance limited non-busi-

ness purposes: certain student loans and 

mortgage loans for owner-occupied housing 

(‘‘qualified mortgage bonds’’ and ‘‘qualified 

veterans’ mortgage bonds’’). Purchasers of 

houses financed with qualified mortgage 

bonds must be first-time homebuyers satis-

fying prescribed income limits, the purchase 

prices of the houses is limited, the amount 

by which interest rates charged to home-

buyers may exceed the interest paid by 

issuers is restricted, and a recapture provi-

sion applies to target the benefit to pur-

chasers having longer-term need for the sub-

sidy provided by the bonds. Qualified vet-

erans’ mortgage bonds are not subject to 

these limitations, but these bonds may only 

be issued by five States and may only be 

used to finance mortgage loans to veterans 

who served on active duty before January 1, 

1977.

With the exception of qualified 501(c)(3) 

bonds, private activity bonds may not be 

issued to finance working capital require-

ments of private businesses. 

In most cases, the aggregate volume of 

tax-exempt private activity bonds that may 

be issued in a State is restricted by annual 

volume limits. These annual volume limits 

are equal to $62.50 per resident of the State, 

or $187.5 million of greater. The volume lim-

its are scheduled to increase to the greater 

of $75 per resident of the State or $225 mil-

lion in calendar year 2002. After 2002, the vol-

ume limits will be indexed annually for in-

flation.

Arbitrage restrictions on tax-exempt bonds 

The Federal income tax does not apply to 

the income of States and local governments 

that is derived from the exercise of an essen-

tial governmental function. To prevent these 

tax-exempt entities from issuing more Fed-

erally subsidized tax-exempt bonds than is 

necessary for the activity being financed or 

from issuing such bonds earlier than needed 

for the purpose of the borrowing, the Code 

includes arbitrage restrictions limiting the 

ability to profit from investment of tax-ex-

empt bond proceeds. In general, arbitrage 

profits may be earned only during specified 

periods (e.g., defined ‘‘temporary periods’’ 

before funds are needed for the purpose of 

the borrowing) or on specified types of in-

vestments (e.g. ‘‘reasonably required reserve 

or replacement funds’’). Subject to limited 

exceptions, profits that are earned during 

these periods or on such investments must 

be rebated to the Federal Government. Gov-

ernmental bonds are subject to less restric-

tive arbitrage rules than most private activ-

ity bonds. 

Miscellaneous additional restrictions on tax- 

exempt bonds 

Several additional restrictions apply to the 

issuance of tax-exempt bonds. First, private 

activity bonds (other than qualified 501(c)(3) 

bonds) may not be advance refunded. Govern-

mental bonds and qualified 501(c)(3) bonds 

may be advance refunded one time. An ad-

vance refunding occurs when the refunded 

bonds are not retired within 90 days of 

issuance of the refunding bonds. 
Issuance of private activity bonds is sub-

ject to restrictions on use of proceeds for the 

acquisition of land and existing property, use 

of proceeds to finance certain specified fa-

cilities, (e.g., airplanes, skyboxes, other lux-

ury boxes, health club facilities, gambling 

facilities, and liquor stores) and use of pro-

ceeds to pay costs of issuance (e.g., bond 

counsel and underwriter fees). Additionally, 

the term of the bonds generally may not ex-

ceed 120 percent of the economic life of the 

property being financed and certain public 

approval requirements (similar to require-

ments that typically apply under State law 

to issuance of governmental debt) apply 

under Federal law to issuance of private ac-

tivity bonds. Present law precludes substan-

tial users of property financed with private 

activity bonds from owning the bonds to pre-

vent their deducting tax-exempt interest 

paid to themselves. Finally, owners of most 

private-activity-bond-financed property are 

subject to special ‘‘change-in-use’’ penalties 

if the use of the bond-financed property 

changes to a use that is not eligible for tax- 

exempt financing while the bonds are out-

standing.

Explanation of Provision 

The provision authorizes issuance of $15 

billion of tax-exempt private activity bonds 

to finance the construction and rehabilita-

tion of commercial and residential rental 

real property in a newly designated Liberty 

Zone (‘‘Zone’’) of New York City. Property 

eligible for financing with these bonds in-

cludes buildings and their structural compo-

nents, fixed tenant improvements, and public 

utility property (e.g., gas, water, electric and 

telecommunication lines), all as designated 

by the Governor of New York. Bonds author-

ized under the provision for the Zone may be 

issued during the period January 1, 2002 

through December 31, 2004. The Zone is de-

fined as the area located on or south of Canal 

Street, East Broadway (east of its intersec-

tion with Canal Street), or Grand Street 

(east of its intersection with East Broadway) 

in the Borough of Manhattan. 
If the Governor determines that it is not 

feasible to use all of the authorized bond pro-

ceeds for property located in the Zone, up to 

$7 billion of bond proceeds may be used for 

the construction and rehabilitation of non-

residential real property (including fixed 

tenant improvements) located outside the 

Zone and within New York City. Bond-fi-

nanced property located outside the Zone is 
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required to meet the additional requirement 

that the project have at least 100,000 square 

feet of usable office or other commercial 

space in a single building or multiple adja-

cent buildings. 
Subject to the following exceptions and 

modifications, issuance of these tax-exempt 

bonds is subject to the general rules applica-

ble to issuance of exempt-facility private ac-

tivity bonds: (1) Issuance of the bonds is not 

subject to the aggregate annual State pri-

vate activity bond volume limits (sec. 146); 

(2) the restriction on use of private activity 

bond proceeds to finance land acquisition is 

determined by reference to the $15 billion 

amount of bonds authorized under the provi-

sion rather than by reference to individual 

bond issues (sec. 147(c)); (3) the restriction on 

acquisition of existing property is applied 

using a minimum requirement of 50 percent 

of the cost of acquiring the building being 

devoted to rehabilitation (sec. 147(d)); (4) the 

special arbitrage expenditure rules for cer-

tain construction bond proceeds apply to 

construction proceeds of the bonds (sec. 

148(f)(4)(C)); (5) loan repayments may not be 

used to originate new loans; (6) interest on 

the bonds is not a preference item for pur-

poses of the alternative minimum tax pref-

erence for private activity bond interest 

(sec. 57(a)(5)); and (7) property located within 

the Zone that is financed with proceeds of 

these bonds (but not such property that is lo-

cated outside the Zone) is not considered 

tax-exempt bond financed property to the ex-

tent of such financing and is eligible for cost 

recovery deductions computed under the 

general MACRS system and the bonus depre-

ciation provided under the provision (to the 

extent that the property otherwise qualifies 

for these benefits). 

Effective Date 

The provision is effective for bonds issued 

during the period January 1, 2002 through 

December 31, 2004. 

5. Extension of replacement period for certain 

property involuntarily converted in the 

New York Liberty Zone (sec. 301(e) of the 

bill and new sec. 1400L of the Code) 

Present Law 

A taxpayer may elect not to recognize gain 

with respect to property that is involun-

tarily converted if the taxpayer acquires 

within an applicable period (the ‘‘replace-

ment period’’) property similar or related in 

service or use (sec. 1033). If the taxpayer does 

not replace the converted property with 

property similar or related in service or use, 

then gain generally is recognized. If the tax-

payer elects to apply the rules of section 

1033, gain on the converted property is recog-

nized only to the extent that the amount re-

alized on the conversion exceeds the cost of 

the replacement property. In general, the re-

placement period begins with the date of the 

disposition of the converted property and 

ends two years after the close of the first 

taxable year in which any part of the gain 

upon conversion is realized. The replacement 

period is extended to three years if the con-

verted property is real property held for the 

productive use in a trade business or for in-

vestment.
Special rules apply for property converted 

in a Presidentially declared disaster. With 

respect to a principal residence that is con-

verted in a Presidentially declared disaster, 

no gain is recognized by reason of the receipt 

of insurance proceeds for unscheduled per-

sonal property that was part of the contents 

of such residence. In addition, the replace-

ment period for the replacement of such a 

principal residence is extended to four years 

after the close of the first taxable year in 

which any part of the gain upon conversion 

is realized. With respect to investment or 

business property that is converted in a 

Presidentially declared disaster, any tan-

gible property acquired and held for produc-

tive use in a business is treated as similar or 

related in service or use to the converted 

property.

Explanation of Provision 

The provision extends the replacement pe-

riod to five years for a taxpayer to purchase 

property to replace property that was invol-

untarily converted within the New York Lib-

erty Zone as a result of the terrorist attacks 

that occurred on September 11, 2001. How-

ever, the five-year period is available but 

only if substantially all of the use of the re-

placement property is in New York City. In 

all other cases, the present-law replacement 

period rules continue to apply. 

Effective Date 

The provision is effective for property in 

the New York Liberty Zone involuntarily 

converted as a result of the terrorist attacks 

occurring on September 11, 2001. 

D. DISCLOSURE OF TAX INFORMATION IN TER-

RORISM AND NATIONAL SECURITY INVESTIGA-

TIONS

(SEC. 401 OF THE BILL AND SEC. 6103 OF THE

CODE)

Present Law 

In general. Returns and return information 

are confidential (sec. 6103). A ‘‘return’’ is any 

tax return, information return, declaration 

of estimated tax, or claim for refund filed 

under the Code on behalf of or with respect 

to any person. The term return also includes 

any amendment or supplement, including 

supporting schedules, attachments, or lists, 

which are supplemental to or are part of a 

filed return. Return information is defined 

broadly. It includes the following informa-

tion: A taxpayer’s identity, the nature, 

source or amount of income, payments, re-

ceipts, deductions, exemptions, credits, as-

sets, liabilities, net worth, tax liability, tax 

withheld, deficiencies, overassessments, or 

tax payments; whether the taxpayer’s return 

was, is being, or will be examined or subject 

to other investigation or processing; any 

other data, received by, recorded by, pre-

pared by, furnished to, or collected by the 

Secretary with respect to a return or with 

respect to the determination of the exist-

ence, or possible existence, of liability (or 

the amount thereof) of any person under this 

title for any tax, penalty, interest, fine, for-

feiture, or other imposition, or offense; any 

part of any written determination or any 

background file document relating to such 

written determination which is not open to 

public inspection under section 6110; Any ad-

vance pricing agreement entered into by a 

taxpayer and the Secretary and any back-

ground information related to the agreement 

or any application for an advance pricing 

agreement; and any agreement under section 

7121 (relating to closing agreements), and 

any similar agreement, and any background 

information related to such agreement or re-

quest for such agreement (sec. 6103(b)(2)). 
The term ‘‘return information’’ does not 

include data in a form that cannot be associ-

ated with or otherwise identify, directly or 

indirectly, a particular taxpayer. ‘‘Taxpayer 

return information’’ means return informa-

tion which is filed with,or furnished to, the 

Internal Revenue Service by or on behalf of 

the taxpayer to whom such return informa-

tion relates. 
Section 6103 provides that returns and re-

turn information may not be disclosed by 

the IRS, other Federal employees, State em-
ployees, and certain others having access to 
the information except as provided in the In-
ternal Revenue Code. Section 6103 contains a 
number of exceptions to this general rule of 
nondisclosure that authorize disclosure in 
specially identified circumstances (including 
nontax criminal investigations) when cer-
tain conditions are satisfied. 

Recordkeeping and safeguard requirements 
also are imposed. These requirements estab-
lish a system of records to keep track of dis-
closure requests and disclosures and to en-
sure that the information is securely stored 
and that access to the information is re-
stricted to authorized persons. These condi-
tions and safeguards are intended to ensure 
that an individual’s right to privacy is not 
unduly compromised and the information is 
not misused or improperly disclosed. The 
IRS also must submit reports to the Joint 
Committee on Taxation and to the public re-
garding requests for and disclosures made of 
returns and return information 90 days after 
the close of the calendar year (sec. 
6103(p)(3)). Criminal and civil sanctions apply 
to the unauthorized disclosure or inspection 
of returns and return information (secs. 7213, 
7213A, and 7431). 

Disclosure of returns and return information for 

use in nontax criminal investgations—by ex 

parte court order 

A Federal agency enforcing a nontax 
criminal law must obtain an ex parte court 
order to receive a return or taxpayer return 
information (i.e., that information sub-
mitted by or on behalf of a taxpayer to the 
IRS) (sec. 6103(i)(1)). Only the Attorney Gen-
eral, Deputy Attorney General, Assistant At-
torney Generals, United States Attorneys, 
Independent Counsels, or an attorney in 
charge of an organized crime strike force 
may authorize an application for the order. 

For a judge or magistrate to grant such an 
order, the application must demonstrate 
that: There is reasonable cause to believe, 
based upon information believed to be reli-
able, that a specific criminal act has been 
committed; there is reasonable cause to be-
lieve that the return or return information 
is or may be relevant to a matter relating to 
the commission of such act; the return or re-
turn information is sought exclusively for 
use in a Federal criminal investigation or 
proceeding concerning such act; and the in-
formation sought reasonably cannot be ob-
tained, under the circumstances, from an-
other source. 

Pursuant to the ex parte order, the infor-
mation may be disclosed to officers and em-
ployees of the Federal agency who are per-
sonally and directly engaged in (1) the prepa-
ration for any judicial or administrative pro-
ceeding pertaining to the enforcement of a 
specifically designated Federal criminal 
statute (not involving tax administration) to 
which the United States or such agency is a 
party, (2) any investigation which may re-
sult in such a proceeding, or (3) any Federal 
grand jury proceeding pertaining to enforce-
ment of such a criminal statute to which the 
United States or such agency is or may be a 
party.

A Federal agency may obtain, by ex parte 
court order, the return and return informa-
tion of a fugitive from justice for purposes of 
locating such individual (sec. 6103(i)(5)). The 
application for an ex parte order must estab-
lish that (1) a Federal felony arrest warrant 
has been issued and taxpayer is a fugitive 
from justice, (2) the return or return infor-
mation is sought exclusively for locating the 
fugitive taxpayer, and (3) reasonable cause 
exists to believe the information may be rel-

evant in determining the location of the fu-

gitive. Only the Attorney General, Deputy 
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Attorney General, Assistant Attorney Gen-

erals, United States Attorneys, Independent 

Counsels, or an attorney in charge of an or-

ganized crime strike force may authorize an 

application for this order. Once a court 

grants the application for an ex parte order, 

the return or return information may be dis-

closed to any Federal agency exclusively for 

purposes of locating the fugitive individual. 

Agency request procedure for disclosure of re-

turn information other than taxpayer re-

turn information to the IRS for use in crimi-

nal investigations 

For nontax criminal investigations, Fed-

eral agencies can obtain return information, 

other than taxpayer return information, 

without a court order. For nontax criminal 

purposes, the head of a Federal agency and 

other persons specifically identified by sec-

tion 6103 may make a written request for re-

turn information that was not provided to 

the IRS by the taxpayer or his representa-

tive (sec. 6103(i)(2)). The written request 

must contain: The taxpayer’s name, and ad-

dress; the taxable period for which the infor-

mation is sought; the statutory authority 

under which the criminal investigation or ju-

dicial, administrative or grand jury pro-

ceeding is being conducted; and the reasons 

why such disclosure is or may be relevant to 

the investigation or proceeding. Unlike the 

requirements for an ex parte order, the re-

questing agency does not have to dem-

onstrate that the information sought is not 

reasonably available elsewhere. 

Disclosure of return information to apprise ap-

propriate officials of criminal activities or 

emergency circumstances 

Criminal activities 

Section 6103 permits the IRS to disclose re-

turn information (other than taxpayer re-

turn information) that may be evidence of a 

crime (sec. 6103(i)(3)(A)). The IRS may make 

the disclosure in writing to the head of a 

Federal agency charged with enforcing the 

laws to which the crime relates. Return in-

formation also may be disclosed to apprise 

Federal law enforcement of the imminent 

flight of any individual from Federal pros-

ecution. The IRS may not disclose returns 

under this provision. 

Emergency circumstances 

In cases of imminent danger of death or 

physical injury to an individual, the IRS 

may disclose return information to Federal 

and State law enforcement agencies (sec. 

6103(i)(3)(B)). The statute does not grant au-

thority, however, to disclose return informa-

tion to local law enforcement, such as city, 

county, or town police. The statute does not 

permit the IRS to disclose return informa-

tion concerning terrorist activities if there 

is no imminent danger of death or physical 

injury to an individual. 
Tax convention information. With limited 

exceptions, the Code prohibits the disclosure 

of tax convention information (sec. 6105). A 

tax convention is any: (1) income tax or gift 

and estate tax convention, or (2) other con-

vention or bilateral agreement (including 

multilateral conventions and agreements 

and any agreement with a possession of the 

United States) providing for the avoidance of 

double taxation, the prevention of fiscal eva-

sion, nondiscrimination with respect to 

taxes, the exchange of tax relevant informa-

tion with the United States, or mutual as-

sistance in tax matters. Tax convention in-

formation is any: (1) agreement entered into 

with the competent authority of one or more 

foreign governments pursuant to a tax con-

vention; (2) application for relief under a tax 

convention; (3) background information re-

lated to such agreement or application; (4) 

document implementing such agreement; 

and (5) other information exchanged pursu-

ant to a tax convention which is treated as 

confidential or secret under the tax conven-

tion.

The general rule that tax convention infor-

mation cannot be disclosed does not apply to 

the disclosure of tax convention information 

to persons or authorities (including courts 

and administrative bodies) that are entitled 

to disclosure under the tax convention and 

any generally applicable procedural rules re-

garding applications for relief under a tax 

convention. It also does not apply to the dis-

closure of tax convention information not re-

lating to a particular taxpayer if the IRS de-

termines, after consultation with the parties 

to the tax convention, that such disclosure 

would not impair tax administration. 

Explanation of Provision 

In general. The bill expands the avail-

ability of returns and return information for 

purposes of investigating terrorist incidents, 

threats, or activities, and for analyzing in-

telligence concerning terrorist incidents, 

threats, or activities. In general, under the 

bill, returns and taxpayer return informa-

tion must be obtained pursuant to an ex 

parte court order. Return information, other 

than taxpayer return information, generally 

is available upon a written request meeting 

specific requirements. Present-law safe-

guards, recordkeeping, reporting require-

ments, and civil and criminal penalties for 

unauthorized disclosures apply to disclosures 

made pursuant to the bill. The bill also per-

mits the disclosure of tax convention infor-

mation for the same purposes and in the 

same manner that return information is 

made available under the bill. No disclosures 

may be made under the bill after December 

31, 2003. 

Disclosure of returns and return information 

taxpayer return information—by ex parte 

court order 

Ex parte court orders sought by Federal law 

enforcement and Federal intelligence agencies.—

The bill permits, pursuant to an ex parte 

court order, the disclosure of returns and re-

turn information (including taxpayer return 

information) to certain officers and employ-

ees of a Federal law enforcement agency or 

Federal intelligence agency. These officers 

and employees are required to be personally 

and directly engaged in any investigation of, 

response to, or analysis of intelligence and 

counterintelligence information concerning 

any terrorist incident, threat, or activity. 

These officers and employees are permitted 

to use this information solely for their use in 

the investigation, response, or analysis, and 

in any judicial, administrative, or grand jury 

proceeding, pertaining to any such terrorist 

incident, threat, or activity. 

The Attorney General, Deputy Attorney 

General, Associate Attorney General, an As-

sistant Attorney General, or a United States 

attorney, may authorize the application for 

the ex parte court order to be submitted to 

a Federal district court judge or magistrate. 

The Federal district court judge or mag-

istrate would grant the order if based on the 

facts submitted he or she determines that: 

There is reasonable cause to believe, based 

upon information believed to be reliable, 

that the return or return information may 

be relevant to a matter relating to such ter-

rorist incident, threat, or activity; and the 

return or return information is sought exclu-

sively for the use in a Federal investigation, 

analysis, or proceeding concerning any ter-

rorist incident, threat, or activity. 

Special rule for ex parte court ordered dis-

closure initiated by the IRS.—If the Sec-

retary of Treasury possesses returns or re-

turn information that may be related to a 

terrorist incident, threat or activity, the 

Secretary of the Treasury (or his delegate), 

may on his own initiative, authorize an ap-

plication for an ex parte court order to per-

mit disclosure to Federal law enforcement. 

In order to grant the order, the Federal dis-

trict court judge or magistrate must deter-

mine that there is reasonable cause to be-

lieve, based upon information believed to be 

reliable, that the return or return informa-

tion may be relevant to a matter relating to 

such terrorist incident, threat, or activity. 

Under the bill, the information may be dis-

closed only to the extent necessary to ap-

prise the appropriate federal law enforce-

ment agency responsible for investigating or 

responding to a terrorist incident, threat, or 

activity and for officers and employees of 

that agency to investigate or respond to 

such terrorist incident, threat, or activity. 

Further, use of the information is limited to 

use in a Federal investigation, analysis, or 

proceeding concerning a terrorist incident, 

threat, or activity. Because the Department 

of Justice represents the Secretary of the 

Treasury in Federal district court, the Sec-

retary is permitted to disclose returns and 

return information to the Department of 

Justice as necessary and solely for the pur-

pose of obtaining the special IRS ex parte 

court order. 

Disclosure of return information other than tax-

payer return information 

Disclosure by the IRS without a request.— 

The bill permits the IRS to disclose return 

information, other than taxpayer return in-

formation, related to a terrorist incident, 

threat, or activity to the extent necessary to 

apprise the head of the appropriate Federal 

law enforcement agency responsible for in-

vestigating or responding to such terrorist 

incident, threat or activity. As under present 

law Code section 6103(i)(3)(A), the IRS on its 

own initiative and without a written request 

may make this disclosure. The head of the 

Federal law enforcement agency may dis-

close information to officers and employees 

of such agency to the extent necessary to in-

vestigate or respond to such terrorist inci-

dent, threat, or activity. A taxpayer’s iden-

tity is not treated as return information sup-

plied by the taxpayer or his or her represent-

ative.
Disclosure upon written request of a Fed-

eral law enforcement agency.—The bill per-

mits the IRS to disclose return information, 

other than taxpayer return information, to 

officers, and employees of Federal law en-

forcement upon a written request satisfying 

certain requirements. The request must: (1) 

be made by the head of the Federal law en-

forcement agency (or his delegate) involved 

in the response to or investigation of ter-

rorist incidents, threats, or activities, and 

(2) set forth the specific reason or reasons 

why such disclosure may be relevant to a 

terrorist incident, threat, or activity. The 

information is to be disclosed to officers and 

employees of the Federal law enforcement 

agency who would be personally and directly 

involved in the response to or investigation 

of terrorist incidents, threats, or activities. 

The information is to be used by such offi-

cers and employees solely for such response 

or investigation. 
The bill permits the redisclosure by a Fed-

eral law enforcement agency to officers and 

employees of State and local law enforce-

ment personally and directly engaged in the 

response to or investigation of the terrorist 
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incident, threat, or activity. The State or 

local law enforcement agency must be part 

of an investigative or response team with the 

Federal law enforcement agency for these 

disclosures to be made. 

Disclosure upon request from the Depart-

ments of Justice or Treasury for intelligence 

analysis of terrorist activity.—Upon written 

request satisfying certain requirements dis-

cussed below, the IRS is to disclose return 

information (other than taxpayer return in-

formation) to officers and employees of the 

Department of Justice, Department of Treas-

ury, and other Federal intelligence agencies, 

who are personally and directly engaged in 

the collection or analysis of intelligence and 

counterintelligence or investigation con-

cerning terrorist incidents, threats, or ac-

tivities. Use of the information is limited to 

use by such officers and employees in such 

investigation, collection, or analysis. 

The written request is to set forth the spe-

cific reasons why the information to be dis-

closed is relevant to a terrorist incident, 

threat, or activity. The request is to be made 

by an individual who is (1) an officer or em-

ployee of the Department of Justice or the 

Department of Treasury, (2) appointed by the 

President with the advice and consent of the 

Senate, and (3) responsible for the collection, 

and analysis of intelligence and counter-

intelligence information concerning ter-

rorist incidents, threats, or activities. The 

Director of the United States Secret Service 

also is an authorized requester under the 

bill.

Tax convention information. The bill per-

mits the disclosure of tax convention infor-

mation on the same terms as return informa-

tion may be disclosed under the bill, except 

that in the case of tax convention informa-

tion provided by a foreign government, no 

disclosure may be made under this paragraph 

without the written consent of the foreign 

government.

Definitions. The term ‘‘terrorist incident 

threat, or activity’’ is statutorily defined to 

mean an incident, threat, or activity involv-

ing an act of domestic terrorism or inter-

national terrorism, as both of those terms 

were defined in the recently enacted USA 

PATRIOT Act. 

Effective Date 

The provision is effective for disclosures 

made on or after the date of enactment. 

E. NO IMPACT ON SOCIAL SECURITY TRUST

FUNDS (SEC. 501 OF THE BILL)

Present Law 

Present law provides for the transfer of So-

cial Security taxes and certain self-employ-

ment taxes to the Social Security trust fund. 

In addition, the income tax collected with 

respect to a portion of Social Security bene-

fits included in gross income is transferred 

to the Social Security trust fund. 

Explanation Provision 

The bill provides that the Secretary is to 

annually estimate the impact of the bill on 

the income and balances of the Social Secu-

rity trust fund. If the Secretary determines 

that the bill has a negative impact on the in-

come and balances of the fund, then the Sec-

retary is to transfer from the general reve-

nues of the Federal government an amount 

sufficient so as to ensure that the income 

and balances of the Social Security trust 

funds are not reduced as a result of the bill. 

Such transfers are to be made not less fre-

quently than quarterly. 

The bill provides that the provisions of the 

bill are not to be construed as an amendment 

of title II of the Social Security Act. 

Effective Date 

The provision is effective on the date of en-

actment.

Mr. Speaker, I yield 2 minutes to the 
gentleman from New Jersey (Mr. 
FRELINGHUYSEN).

Mr. FRELINGHUYSEN. Mr. Speaker, 
I rise in support of the bill. 

Mr. Speaker, I met with many of the 
families of the victims of September 11. 
I have attended funeral masses and fu-
nerals, and I have met personally, as 
other Members have from our area, 
with some of the widows of the victims 
of these attacks when they visited Cap-
itol Hill on December 5. They need our 
help and they need it now. Many are 
from home towns in my district and 
throughout the State of New Jersey 
and New York and Connecticut and 
Virginia and Pennsylvania. 

As one of the widows recently re-
counted to me, the charities have 
helped with the immediate aftermath, 
but this tax relief bill will help some of 
their present concerns, and the vic-
tims’ compensation fund will help 
them as they move forward into the fu-
ture.

While we can never replace their loss, 
we can help alleviate some of the pain 
for these victims as they think about 
their immediate and future financial 

needs, and about how they will provide 

for their families in the coming years. 

We do so with this bill. 
In this bill, we waive income tax li-

ability for 2 years for the victims. We 

provide relief from the State tax, and 

make sure that charitable relief and 

other forms of financial assistance re-

main tax-free. 
On behalf of the victims from New 

Jersey and the other States, Mr. 

Speaker, I want to thank the Speaker, 

the gentleman from Illinois (Mr. 

HASTERT), the majority leader, and 

particular, the chairman of the Com-

mittee on Ways and Means, for bring-

ing up this bill expeditiously. 
Our hearts go out to these families, 

and I want to thank my congressional 

colleagues for moving on this bill. 
Mr. THOMAS. Mr. Speaker, it is my 

pleasure to yield 1 minute to the gen-

tleman from New York (Mr. REY-

NOLDS), a member of the New York del-

egation.
Mr. REYNOLDS. Mr. Speaker, I 

thank the gentleman for yielding time 

to me, and I want to thank him for his 

leadership in moving this legislation 

before we end this week’s work, with 

the hope of continuing and getting a 

resolve before we end the session. 
I thank him for his leadership, along 

with that of our ranking member, the 

gentleman from New York (Mr. RAN-

GEL), and particularly the gentleman 

from New York (Mr. FOSSELLA), who 

has worked diligently, as well as the 

New York City representative helping 

our conference understand clearly 

some of the agenda needed. 
Then also we must turn to the gen-

tleman from New York (Mr. HOUGH-

TON), who has the very, very important 
ingredient of his expertise so he was 
able to work with the gentleman from 
California (Mr. THOMAS) in helping him 
in this legislation. That comes from 
listening to our Governor and mayor 
on the agendas of what it is going to 
take to rebuild tens of millions of lost 
square footage of space in those 15 
blocks of lower Manhattan, let alone 
the countless loss of jobs that have oc-
curred in that tragedy. 

Mr. Speaker, this is part of a work-
ing, fundamental solution to bring that 
to fruition. I salute all for bringing it 
to the floor today. 

Mr. THOMAS. Mr. Speaker, it is my 
pleasure to yield 2 minutes to the gen-
tleman from New Jersey (Mr. FER-
GUSON).

Mr. FERGUSON. Mr. Speaker, I 
thank the gentleman for yielding time 
to me. 

Mr. Speaker, I want to thank the 
chairman of the Committee on Ways 
and Means, the ranking member, and 
members on both sides of the aisle for 
working on this important legislation. 

On September 11, our Nation and the 
world was struck with tragedy. But for 
81 families in the district that I rep-
resent in New Jersey, it also meant the 
loss of a loved one in their own family. 
They have been struggling for 3 months 
to put their lives back together. Peo-
ple, Americans across the Nation and 
people around the world have stepped 
up to help them in many different 
ways: People have donated their time, 
their energy, their blood, their money. 
They have been assisted in many ways. 

But as we know, as time goes on, the 
attention begins to wane and the reali-
ties of life, of mortgage payments, of 
credit card payments, of tuition bills 
and other commitments, long-term 
real-life commitments, begin to build 
up. We have to make sure that we do 
not forget those who have experienced 
this tragedy firsthand. 

As my colleague, the gentleman from 
New Jersey (Mr. FRELINGHUYSEN) men-
tioned a moment ago, we have had an 
opportunity to meet with scores of, un-
fortunately, mostly widows from our 
districts, from New Jersey and from 

around our region, who are now dealing 

with the aftermath. They are not only 

dealing with the emotional and the 

physical excruciating pain of the loss 

of a loved one, but they are also strug-

gling to rebuild their lives, to help 

their kids to think about the future 

and not simply to think about these 

tragedies of the recent past. 
We need to do our part in this Con-

gress, and that is why I am delighted 

and proud that we worked so hard and 

so quickly 2 days after this tragedy to 

pass this important legislation out of 

this Chamber and to send it to the 

other body, and am pleased now that 

the other body has done their work and 

that we have brought this back. 
I am pleased that now, today, we will 

be able to say to these families that we 
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have not failed them, we continue to 

stand by them, and we will be here 

with them today and tomorrow and 

next month and next year to help 

them. Whether it is tax relief or edu-

cation relief or simply being a friend 

and neighbor, we are there to support 

them and support their work in re-

building their lives. I thank this Con-

gress for working. 
Mr. RANGEL. Mr. Speaker, I yield 3 

minutes to the gentleman from New 

York (Mr. NADLER), in whose district 

the Twin Towers once stood high. 
Mr. NADLER. Mr. Speaker, I thank 

the gentleman for yielding time to me. 
Mr. Speaker, lower Manhattan, as we 

all know, is devastated by the attacks 

on the World Trade Center. Over 20 

million square feet of office was de-

stroyed and another 15 million ren-

dered unusable, and 125,000 jobs out of 

the 300,000 private sector jobs in lower 

Manhattan were destroyed. It will take 

a strong private-public partnership to 

revive lower Manhattan economically. 

A package of tax incentives, intel-

ligently arranged, would stimulate pri-

vate investment in the area. 
The Houghton bill and the proposals 

by Senator SCHUMER and CLINTON, with 

the gentleman from New York (Mr. 

RANGEL), should be seen in tandem. 

The Houghton bill is important and 

constructive for the long-term eco-

nomic strength of New York, but does 

little, if anything, for our immediate 

critical needs. The Schumer-Clinton- 

Rangel package contains measures 

that are vital for the immediate sur-

vival of small businesses in lower Man-

hattan.

b 1530

The Houghton package represents an 

important element of the package. We 

need to nurse lower Manhattan back to 

health, but before businesses will re-

turn to lower Manhattan, we must re-

build the neighborhood’s infrastructure 

in utilities and transportation. We 

must rebuild power lines, phone sys-

tems, sewers and water mains. We have 

to restore public transportation. This 

will take time. Utility facilities are so 

badly damaged that now cables guard-

ed by police over land are the only fa-

cilities bringing power to downtown. 

We are literally one snowplow away 

from a blackout in lower Manhattan. 

Small businesses are in critical shape 

and need an immediate boost. The 

Houghton boost will not help the small 

businesses survive the transitional pe-

riod until the neighborhood is rebuilt 

and their sales recover. We must ease 

the period of transition until larger 

businesses return to the area. 

Small businesses in lower Manhattan 

will lose an estimated $5 billion in 

sales in the last quarter of 2001 alone. 

Many have seen their sales decline by 

up to 80 percent because of disruption 

and damage to the area. Mr. Speaker, 

10,000 of the 14,000 small businesses in 

lower Manhattan are at risk of failure 

within the next several months as a di-

rect result of the attack. If we do not 

give them help to enable them to sur-

vive, the longer-term proposals in the 

Houghton bill will come too late to re-

vive lower Manhattan, because if 10,000 

small businesses fail in lower Manhat-

tan, the larger businesses will not want 

to return and residents will not want 

to return. 
The elements of the Houghton bill 

are excellent and important for our 

long-term needs, but must be supple-

mented by the provisions for short- 

term aid, especially long-term grants, 

especially business grants to our small 

businesses and the other elements of 

the Rangel-Clinton-Schumer package. 

That package could provide immediate 

assistance for these businesses through 

expansion of the work opportunity tax 

credit. The work opportunity tax cred-

it expansion and the cash grants are 

the two things we need immediately. 
So I urge the House to adopt the 

Houghton bill, but to be under no illu-

sion that the Houghton bill, absent the 

work opportunity tax credit of the 

Rangel bill and absent large and imme-

diate infusion of cash grants to small 

businesses, will save the situation. 
Mr. THOMAS. Mr. Speaker, it is my 

pleasure to yield 2 minutes to the gen-

tleman from New York (Mr. GILMAN).
Mr. GILMAN. Mr. Speaker, I rise in 

strong support of H.R. 3373, the New 

York Liberty Zone Tax Relief Act of 

2000. I urge my colleagues to join in 

supporting this vitally needed legisla-

tion which provides a number of tax 

provisions that are designed to help the 

city and State of New York to recover 

economically from the devastating bar-

baric attack of September 11, and I 

commend my colleagues, the gen-

tleman from California (Mr. THOMAS),

the gentleman from New York (Mr. 

RANGEL) and the gentleman from New 

York (Mr. HOUGHTON) for their diligent 

work on this measure. 
New York City, and particularly 

lower Manhattan, was devastated by 

the terrorist attacks of September 11. 

Over 25 million square feet of office 

space has been destroyed, 15,000 jobs 

have been displaced in lower Manhat-

tan, representing 2 percent of all the 

private sector jobs in New York City. 

Not only do we need to rebuild the 

economy in lower Manhattan, we also 

need to rebuild its infrastructure, 

power lines, water mains, public trans-

portation and sewer lines. 
Small businesses in lower Manhattan 

are fighting for their very survival. 
This bill includes five key provisions 

which create some liberty zones, en-

couraging investment and includes 

issuing tax exempt liberty bonds to fi-

nance liberty zone commercial, resi-

dential rental and public utility prop-

erty.
It also includes allowance of a first 

year 30 percent depreciation and a 5- 

year recovery period for leasehold im-

provements and a small business first 

year depreciation of $35,000. 
This victim tax relief bill also in-

creases the replacement period for re-

investing insurance proceeds. 
Mr. Speaker, I am pleased to stand 

with my New York colleagues in sup-

porting this legislation which will help 

rebuild a key portion of the economy of 

New York City and help our State. Ac-

cordingly, I urge my colleagues to join 

in passing this very urgently needed 

bill.
Mr. THOMAS. Mr. Speaker, it is my 

pleasure to yield 2 minutes to the gen-

tleman from New Jersey (Mr. SMITH).
Mr. SMITH of New Jersey. Mr. 

Speaker, I thank the gentleman from 

California (Mr. THOMAS) for yielding 

me the time. I thank him also for stay-

ing, true to his word. He said he would 

have this bill on the floor in three 

days. Actually, he had the bill on the 

floor just a few days after the horrific 

event of 9/11. We want to thank him, all 

of us from New Jersey, for bringing 

this very important legislation back to 

the floor with the Senate changes. 
Passage of this bill, Mr. Speaker, will 

provide immediate and substantial tax 

rebates to the spouses and children of 

nearly 3,500 victims who met tragic 

deaths in the horrific attacks on Sep-

tember 11. 
Seven hundred New Jersey residents, 

more than 50 from my own District, 

never came home on September 11. 

They were the first victims and the 

first heroes of America’s war on ter-

rorism.
There are additional heroes, Mr. 

Speaker, namely, the wives, the wid-

ows of those who were murdered on 

September 11. Over the last several 

weeks, both my wife, Marie, and I and 

members of my staff have met many of 

the widows, and we have been moved 

greatly by their loss as well as by their 

courage. Last week, my wife and I, as 

well as other members of the New Jer-

sey delegation, joined with several of 

those widows from our State in a meet-

ing with Speaker HASTERT, and he, too, 

was moved by what they had to say. 
These brave women courageously re-

minded Congress of the heartbreaking 

burdens that they have faced since the 

shock of 9/11. They made it very clear 

that this tax relief is a matter of sur-

vival to them. Much of the money has 

run out that they had saved personally. 

For many of them, the assistance they 

got from charitable contributions ran 

out on December 1. The Victims Com-

pensation Fund has not kicked in yet. 

There had to be something to provide 

very real money a bridge for these indi-

viduals.
The Victims Tax Relief Bill will help 

to do that. 
Among the more moving remarks, 

and there were many that we have 

heard over the last several months, 

were the comments of Sheila Martello, 
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who lost her husband Jim in the World 
Trade Center. Last week Mrs. Martello 
said ‘‘we do not want to be here in 
Washington fighting for this benefit. 
We would rather be doing what we do 
best, raising our children.’’ 

Again, I want to thank the chairman 
for his leadership on this. I thank the 
Speaker for his personal commitment. 
Both Mr. THOMAS and Speaker 
HASTERT moved very quickly right 
after this tragedy, along with the gen-
tleman from New York (Mr. RANGEL).
This is a good, bipartisan bill and will 
help these people through this very, 
very difficult time. It could not come 
at a more important time for them. 

Mr. THOMAS. Mr. Speaker, it is my 
pleasure to yield 2 minutes to the gen-
tleman from New York (Mr. GRUCCI),
actually Long Island. 

Mr. GRUCCI. Mr. Speaker, I would 
like to thank the distinguished gen-
tleman from California (Mr. THOMAS),
chairman of the Committee on Ways 
and Means, and the gentleman from 
New York (Mr. RANGEL), the ranking 
member, for their commitment and 
their work on this program to help re-
store economic viability to New York 
and to our country as a whole. I think 
this bill, the Houghton bill, is an excel-
lent tool to accomplish that. 

When we look back at the tragedy 
that has happened, nothing can ever re-
place the loss of life and the ache in 
the people’s hearts that are experi-
encing that loss of life. In my district 
alone, I went to a number of various fu-
nerals and memorial services for where 
there was no funeral able to be given. 

And you can see, the pain in the 
hearts and in the face of people, the 
children, the surviving spouses, the 
friends, the neighbors, and they will al-
ways have that pain. 

There is a secondary pain that is out 
there, Mr. Speaker. There is a pain 
that is being experienced by many who 
worked all of their life to try to build 
a business, to try to create something 
for their family, for their children, to 
allow them to have something for fu-
ture generations, and that was wiped 
out on September 11, gone completely. 
Devastation has set in and the only 
way to help them restore that kind of 
dream once again, the dream to be a 
small business entrepreneur in this 
country, which is something that peo-
ple come here for. 

I know my family, my family had mi-
grated to this country for that very 
purpose, to raise their children, to 
raise a business and to have something. 
Well, this bill will put $6.1 billion into 
our economy and it will enable people 
to do that. It will give them their 
hopes and their dreams back and it will 
enable them to build the more than 25 
million square feet of space that was 
lost, spaces like delicatessens and bou-

tiques and haberdasheries, and, yes, 

the major conglomerates and busi-

nesses of our country where hundreds 

of thousands people were employed. 

This bill is a good bill. It is a bipar-

tisan bill, and I urge my colleagues in 

this House to support it and to help 

America get back on their feet and 

help New York get back on its feet. 
Mr. THOMAS. Mr. Speaker, I yield 2 

minutes to the gentleman from New 

York (Mr. SWEENEY) who, without his 

involvement and active participation 

in structuring work with the govern-

mental officials in New York, we would 

not have been able to move with the 

haste with which we did. 
Mr. SWEENEY. Mr. Speaker, I am 

proud and happy to be here on the floor 

today.
On September 11 all of America suf-

fered losses. Some of us suffered more 

direct losses. And certainly in the last 

3 months it has been an extreme strug-

gle trying to figure out the right proc-

ess, the right way to help make New 

Yorkers and the victims of those at-

tacks whole again. 
I want to salute the ranking member, 

the gentleman from New York (Mr. 

RANGEL) for working hard in a bipar-

tisan fashion on this. I want to espe-

cially salute the gentleman from New 

York (Mr. HOUGHTON) from the Com-

mittee on Ways and Means, a fellow 

New Yorker and a colleague who has 

dedicated every ounce of energy he has 

had to this effort and to this particular 

bill.
I especially want to recognize the 

chairman of the Committee on Ways 

and Means who made commitments re-

peatedly the day after the attacks and 

repeatedly throughout this that he was 

going to work with us in New York to 

get this done. He has worked dili-

gently. He has done it at breakneck 

speed getting the bill to the floor in 3 

days. I am extremely gratified. 
The fact is, Mr. Speaker, the change 

in New York will be incremental. The 

rebuilding efforts will be incremental. 

This is an important step in the right 

direction. This is one of the reasons 

that I have been so outspoken from 

this side of the aisle for the need for us 

to pay attention and keep focused and 

the gentleman from California (Chair-

man THOMAS) kept focus and kept us 

focused in bringing this bill, and I am 

deeply grateful for that. 
I would urge our friends and col-

leagues in the other body to move their 

bill. They have had it for 3 months. It 

is time that we move on each of these 

pieces as expeditiously as we can so we 

can ensure New Yorkers suffer no 

greater damage than they already 

have. Indeed, the rebuilding efforts are 

going to take time but the commit-

ment and the moral obligation on the 

part of this body and this Congress is 

going to be longstanding and must be 

abided by. 
I support this bill. I will urge my col-

leagues to support it, and once again I 

thank the chairman for his support. 
The SPEAKER pro tempore (Mr. 

THORNBERRY). The gentleman from 

California (Mr. THOMAS) has 1 minute 

remaining. The gentleman from New 

York (Mr. RANGEL) has 16 minutes re-

maining.
Mr. RANGEL. Mr. Speaker, I want to 

join with my colleagues from New 

York in supporting the concept of this 

bill and especially the gentleman from 

New York (Mr. HOUGHTON) who has 

been really a great pleasure working 

with over the years and especially as 

relates to restoring life, both economic 

life to our great city and our great 

State.
We do not know whether this is going 

to come back from the other side, but 

we do know that there is other legisla-

tion that has not passed over there, 

and working closely with the gen-

tleman from California (Mr. THOMAS), I 

do hope that we can bring the best 

ideas that have come out of both 

Houses and do the best that we can this 

year by the city of New York. 
I would like to say on behalf of dele-

gation once again how grateful we are 

for the groundswell of support that we 

have received from this House of Rep-

resentatives. If ever we thought that 

we were not a part of the Nation, all 

over the country and the world stood 

with us and we are deeply appreciative. 

We have a long way to go. We have had 

some legislative setbacks. But I am 

confident that as the President moves 

forward to remove this type of risk 

from other congressional districts, 

other parts of the country, that we 

would realize more that the Americans 

who lost their lives on September 11 

are the same type of courageous Amer-

icans that lost their lives at Pearl Har-

bor or at any beachhead that we have 

had in the United States. 
We can never restore the lives to 

these great people or the heroes that 

went there to save lives at the risk of 

their own. But we can let friend and foe 

alike know that when you strike one 

part of our great country, you have 

struck all parts of it. And regardless of 

our backgrounds or party labels, we do 

come together as a Nation. And in that 

spirit, I hope we move forward with 

this legislation and join with our col-

leagues on the other side to see what 

more we can do to repair the harm that 

has been done. 
Mr. Speaker, I yield back the balance 

of my time. 
The SPEAKER pro tempore. The gen-

tleman from California (Mr. THOMAS)

has 1 minute remaining. 
Mr. THOMAS. Mr. Speaker, Mr. 

Speaker, I yield myself my remaining 

time.
Mr. Speaker, I do want to thank my 

colleague from New York for the kind 

courtesies and generosities that he has 

displayed and, most importantly, the 

House’s willingness to move as quickly 

as we did and recognize that these indi-

viduals were, in fact, victims in war 

and deserve to be focussed on, not just 

in terms of the symbolism because, 
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clearly, although there were tragedies 

elsewhere in the United States on that 

same day, it is not unfair to say that 

New York City took it on the chin for 

the rest of the country. And that I, too, 

have been pleased with the outpouring 

of response. 

We now know that those who died did 

not die in vain in terms of the sym-

bolism, the rallying of the moral fiber 

of this country. But at the same time, 

we have to address the very real phys-

ical and material needs of these people 

who, after all, lost loved ones and had 

lives devastated. 

In that regard, I am very pleased to 

say that this is not the end of our con-

tinued focus on the need of these indi-

viduals in New York City and else-

where.

Mrs. MCCARTHY of New York. Mr. Speak-
er, I rise in support of H.R. 2884, the Victims 
of Terrorism Relief Act, which I am a proud 
cosponsor. 

This legislation provides much needed tax 
relief to the victims of the September 11th ter-
rorist attacks. The terrorist attacks on the 
World Trade Center, the Pentagon, and Penn-
sylvania directly affected 25,000 families, and 
left 15,000 children without a parent. Figures 
show that 35% of those who died were be-
tween the ages of 35 and 45, and 85% were 
25–55 years old. Not only did these families 
lose an important part of their lives, but they 
lost a source of financial support they need 
and deserve. 

I am overcome by the outpouring of support 
during this difficult time. However, spouses 
who lost a loved one in the attack are still en-
during financial hardships. Even though many 
charitable organizations have provided some 
form of relief, the Federal government must do 
more. Easing their federal tax liability is a step 
in the right direction. 

In addition, this legislation addresses some 
of the recovery concerns within the New York 
City area damaged by the terrorist attacks. 
The creation of the New York Liberty Zone 
provides numerous tax benefits for qualified 
property. In order to rebuild, we must also 
help those businesses that were impacted by 
the senseless acts of terrorism. 

September 11th will forever be synonymous 
with other historical events that Americans 
have endured. It will serve as yet another re-
minder of how Americans come together dur-
ing difficult times, as well as send a simple 
message to those who hide behind terrorism— 
America Will Never Fear You and We Will Al-
ways Take Care Of Our Own. 

Mr. THOMAS. Mr. Speaker, I yield 

back the balance of my time. 

The SPEAKER pro tempore. All time 

for debate has expired. 

Pursuant the order of the House of 

today, the motion is agreed to. 

A motion to reconsider was laid on 

the table. 

f 

b 1545

GENERAL LEAVE 

Mr. THOMAS. Mr. Speaker, I ask 

unanimous consent that all Members 

may have 5 legislative days in which to 

revise and extend their remarks and in-

clude extraneous material on the sub-

ject of H.R. 2884, the bill just passed. 
The SPEAKER pro tempore (Mr. 

THORNBERRY). Is there objection to the 

request of the gentleman from Cali-

fornia?
There was no objection. 

f 

SPECIAL ORDERS 

The SPEAKER pro tempore. Under 

the Speaker’s announced policy of Jan-

uary 3, 2001, and under a previous order 

of the House, the following Members 

will be recognized for 5 minutes each. 

f 

TRIBUTE TO SCOTT BROSIUS 

The SPEAKER pro tempore. Under a 

previous order of the House, the gen-

tleman from Oregon (Mr. WU) is recog-

nized for 5 minutes. 
Mr. WU. Mr. Speaker, I rise today to 

pay tribute to Scott Brosius, the start-

ing third baseman for the New York 

Yankees and a resident of McMinnville, 

Oregon. Scott announced his retire-

ment from major league baseball on 

November 27. 
Born and raised in Oregon, Scott 

played baseball at Rex Putnam High 

School in Milwaukee and then at 

Linfield College in McMinnville. In 

1987, during his junior year in college, 

he was drafted by the Oakland Ath-

letics.

During his 11 seasons of major league 

baseball, first with the A’s and later 

with the New York Yankees, Scott was 

known as a solid hitter and out-

standing defensive third baseman, for 

which he won the Gold Glove award in 

1999.

His best season came in 1998. That 

year, he batted 300, with 98 RBIs and 

was named to the American League All 

Star team. But his career highlight 

came later that year. During the World 

Series, in a 4-game sweep of the San 

Diego Padres, Scott batted 471, hit two 

home runs, and had six RBIs. He was 

the clear choice for the World Series’ 

Most Valuable Player. He accom-

plished all of these post-season feats 

while his father was undergoing cancer 

surgery and chemotherapy. 

Scott’s flare for the dramatic resur-

faced during this year’s seven-game 

World Series between the Yankees and 

the Arizona Diamondbacks, which 

many have called the most exciting 

World Series ever. In game five, with 

the Yankees trailing 2 to 0 in the ninth 

inning, Scott came to the plate with 

two outs and a runner on second base. 

Scott crushed a 1–0 slider from Arizona 

closer Byung-Hyun Kim to tie the 

score and send the game into extra in-

nings. Ultimately, the Yankees went 

on to win the game 3 to 2 in 12 innings. 

As an All Star, a Gold Glove winner, 

a World Series MVP, and a member of 

three world championship teams, Scott 

has a lifetime’s worth of baseball mem-
oirs. But, Mr. Speaker, I rise today not 
only to recognize Scott Brosius for his 
outstanding baseball career but also 
because I believe he embodies the best 
of Oregon, and American values. 

This year, Scott finished his contract 
with the New York Yankees and be-
came eligible for free agency. At 35 
years of age, and as an 11-year major 
league veteran, he could easily fetch 
millions of dollars as a free agent. But 
Scott turned down the money and the 
limelight so that he could return to 
McMinnville to raise his three young 
children. He has reenrolled at Linfield 
College to finish his college degree and 
has offered to help coach the Linfield 
varsity baseball team. 

The example set by people like Scott 
Brosius reminds us of what is most im-
portant in life: values, family, and 
community.

I wish Scott and his family well, and 
I thank him for being such a positive 
role model. Scott, you have the admi-
ration of us all, and personally I envy 
you for all the time that you will have 
in Oregon with your family. 

f 

TRIBUTE TO VICTIMS OF 

SEPTEMBER 11, 2001 

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

Mr. SHIMKUS. Mr. Speaker, I want 
to continue reading from the list of 
names that my colleague, the gentle-
woman from Virginia (Mrs. JO ANN

DAVIS), has been reading into the 
RECORD, those who fell in the Sep-
tember 11 tragedy: 

John P. O’Neill; Peter J. O’Neill; 
Sean Gordon Corbet O’Neill; Ken 
O’Reilly; Kevin M. O’Rourke; Robert 
W. O’Shea; Patrick J. O’Shea; Timothy 
F. O’Sullivan; James A. Oakley; Dennis 
Oberg; Jefferson Ocampo; Douglas 
Oelschlager; Takashi Ogawa; Albert 
Ogletree; Philip Paul Ognibene; John 
Ogonowski; Joseph J. Ogren; Samuel 
Oitice; Gerald M. Olcott; Christine Ann 
Olender; Linda Mary Oliva; Elsy Caro-
lina Osorio Oliva; Edward K. Oliver; 
Leah Oliver; Eric Olsen; Jeffrey James 
Olsen; Steven John Olson; Barbara 
Olson; Marueen ‘‘Rene’’ L. Olson; 
Toshihiro Onda; Betty Ong; Michael C. 
Opperman; Christopher Orgielewicz; 
Margaret Q. Orloske; Virginia ‘‘Gin-
ger’’ Ormiston-Kenworthy; Ruben 
Ornedo; Juan Romero Orozco; Ronald 
Orsini; Peter K. Ortale; Jane Orth; 
Paul Ortiz; Sonia Ortiz; David Ortiz; 
Emilio ‘‘Peter’’ Ortiz, Jr.; Alexander 
Ortiz; Pablo Ortiz; Masaru Ose; Elsi 
Carolina Osorio; James Robert 
Ostrowski; Jason Douglas Oswald; Mi-
chael Otten; Isidro Ottenwalder; Mi-

chael Ou; Todd Joseph Ouida; Jesus 

Ovalles; Peter J. Owens; Adianes 

Oyola; Angel ‘‘Chic’’ Pabon; Israel 

Pabon; Roland Pacheco; Michael Ben-

jamin Packer; Diana B. Padro; Chin 
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