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and nays are ordered, or on which the 
vote is objected to under clause 6 of 
rule XX. 

Record votes on postponed questions 
will be taken later. 

f 

HEROES EARNINGS ASSISTANCE 
AND RELIEF TAX ACT OF 2008 

Mr. RANGEL. Mr. Speaker, I move to 
suspend the rules and pass the bill 
(H.R. 6081) to amend the Internal Rev-
enue Code of 1986 to provide benefits 
for military personnel, and for other 
purposes, as amended. 

The Clerk read the title of the bill. 
The text of the bill is as follows: 

H.R. 6081 

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE, ETC. 

(a) SHORT TITLE.—This Act may be cited as 
the ‘‘Heroes Earnings Assistance and Relief 
Tax Act of 2008’’. 

(b) REFERENCE.—Except as otherwise ex-
pressly 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 con-
sidered to be made to a section or other pro-
vision 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—BENEFITS FOR MILITARY 

Sec. 101. Recovery rebate provided to mili-
tary families. 

Sec. 102. Election to include combat pay as 
earned income for purposes of 
earned income tax credit. 

Sec. 103. Modification of mortgage revenue 
bonds for veterans. 

Sec. 104. Survivor and disability payments 
with respect to qualified mili-
tary service. 

Sec. 105. Treatment of differential military 
pay as wages. 

Sec. 106. Special period of limitation when 
uniformed services retired pay 
is reduced as a result of award 
of disability compensation. 

Sec. 107. Distributions from retirement 
plans to individuals called to 
active duty. 

Sec. 108. Authority to disclose return infor-
mation for certain veterans 
programs made permanent. 

Sec. 109. Contributions of military death 
gratuities to Roth IRAs and 
Education Savings Accounts. 

Sec. 110. Suspension of 5-year period during 
service with the Peace Corps. 

Sec. 111. Credit for employer differential 
wage payments to employees 
who are active duty members of 
the uniformed services. 

Sec. 112. State payments to service members 
treated as qualified military 
benefits. 

Sec. 113. Permanent exclusion of gain from 
sale of a principal residence by 
certain employees of the intel-
ligence community. 

Sec. 114. Special disposition rules for unused 
benefits in health flexible 
spending arrangements of indi-
viduals called to active duty. 

Sec. 115. Technical correction related to ex-
clusion of certain property tax 
rebates and other benefits pro-
vided to volunteer firefighters 
and emergency medical re-
sponders. 

TITLE II—IMPROVEMENTS IN 
SUPPLEMENTAL SECURITY INCOME 

Sec. 201. Treatment of uniformed service 
cash remuneration as earned 
income. 

Sec. 202. State annuities for certain vet-
erans to be disregarded in de-
termining supplemental secu-
rity income benefits. 

Sec. 203. Exclusion of AmeriCorps benefits 
for purposes of determining 
supplemental security income 
eligibility and benefit amounts. 

Sec. 204. Effective date. 
TITLE III—REVENUE PROVISIONS 

Sec. 301. Revision of tax rules on expatria-
tion. 

Sec. 302. Certain domestically controlled 
foreign persons performing 
services under contract with 
United States Government 
treated as American employers. 

Sec. 303. Increase in minimum penalty on 
failure to file a return of tax. 

TITLE IV—PARITY IN THE APPLICATION 
OF CERTAIN LIMITS TO MENTAL 
HEALTH BENEFITS 

Sec. 401. Parity in the application of certain 
limits to mental health bene-
fits. 

TITLE I—BENEFITS FOR MILITARY 
SEC. 101. RECOVERY REBATE PROVIDED TO MILI-

TARY FAMILIES. 
(a) IN GENERAL.—Subsection (h) of section 

6428 (relating to identification number re-
quirement) is amended by adding at the end 
the following new paragraph: 

‘‘(3) SPECIAL RULE FOR MEMBERS OF THE 
ARMED FORCES.—Paragraph (1) shall not 
apply to a joint return where at least 1 
spouse was a member of the Armed Forces of 
the United States at any time during the 
taxable year.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in the amendments made by section 
101 of the Economic Stimulus Act of 2008. 
SEC. 102. ELECTION TO INCLUDE COMBAT PAY AS 

EARNED INCOME FOR PURPOSES OF 
EARNED INCOME TAX CREDIT. 

(a) IN GENERAL.—Clause (vi) of section 
32(c)(2)(B) (defining earned income) is 
amended to read as follows: 

‘‘(vi) a taxpayer may elect to treat 
amounts excluded from gross income by rea-
son of section 112 as earned income.’’. 

(b) CONFORMING AMENDMENT.—Paragraph 
(4) of section 6428(e) is amended by striking 
‘‘except that—’’ and all that follows through 
‘‘(B) such term shall’’ and inserting ‘‘except 
that such term shall’’. 

(c) SUNSET NOT APPLICABLE.—Section 105 
of the Working Families Tax Relief Act of 
2004 (relating to application of EGTRRA sun-
set to this title) shall not apply to section 
104(b) of such Act. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after December 31, 2007. 
SEC. 103. MODIFICATION OF MORTGAGE REV-

ENUE BONDS FOR VETERANS. 
(a) QUALIFIED MORTGAGE BONDS USED TO 

FINANCE RESIDENCES FOR VETERANS WITHOUT 
REGARD TO FIRST-TIME HOMEBUYER REQUIRE-
MENT.—Subparagraph (D) of section 143(d)(2) 
(relating to exceptions) is amended by strik-
ing ‘‘and before January 1, 2008’’. 

(b) INCREASE IN BOND LIMITATION FOR ALAS-
KA, OREGON, AND WISCONSIN.—Clause (ii) of 
section 143(l)(3)(B) (relating to State vet-
erans limit) is amended by striking 
‘‘$25,000,000’’ each place it appears and insert-
ing ‘‘$100,000,000’’. 

(c) DEFINITION OF QUALIFIED VETERAN.— 
Paragraph (4) of section 143(l) (defining 
qualified veteran) is amended to read as fol-
lows: 

‘‘(4) QUALIFIED VETERAN.—For purposes of 
this subsection, the term ‘qualified veteran’ 
means any veteran who— 

‘‘(A) served on active duty, and 
‘‘(B) applied for the financing before the 

date 25 years after the last date on which 
such veteran left active service.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after December 31, 2007. 

(e) TRANSITION RULE.—In the case of any 
bond issued after December 31, 2007, and be-
fore the date of the enactment of this Act, 
subparagraph (B) of section 143(l)(4) of the 
Internal Revenue Code of 1986, as amended 
by this section, shall be applied by sub-
stituting ‘‘30 years’’ for ‘‘25 years’’. 

SEC. 104. SURVIVOR AND DISABILITY PAYMENTS 
WITH RESPECT TO QUALIFIED MILI-
TARY SERVICE. 

(a) PLAN QUALIFICATION REQUIREMENT FOR 
DEATH BENEFITS UNDER USERRA-QUALIFIED 
ACTIVE MILITARY SERVICE.—Subsection (a) of 
section 401 (relating to requirements for 
qualification) is amended by inserting after 
paragraph (36) the following new paragraph: 

‘‘(37) DEATH BENEFITS UNDER USERRA-QUALI-
FIED ACTIVE MILITARY SERVICE.—A trust shall 
not constitute a qualified trust unless the 
plan provides that, in the case of a partici-
pant who dies while performing qualified 
military service (as defined in section 
414(u)), the survivors of the participant are 
entitled to any additional benefits (other 
than benefit accruals relating to the period 
of qualified military service) provided under 
the plan had the participant resumed and 
then terminated employment on account of 
death.’’. 

(b) TREATMENT IN THE CASE OF DEATH OR 
DISABILITY RESULTING FROM ACTIVE MILI-
TARY SERVICE FOR BENEFIT ACCRUAL PUR-
POSES.—Subsection (u) of section 414 (relat-
ing to special rules relating to veterans’ re-
employment rights under USERRA) is 
amended by redesignating paragraphs (9) and 
(10) as paragraphs (10) and (11), respectively, 
and by inserting after paragraph (8) the fol-
lowing new paragraph: 

‘‘(9) TREATMENT IN THE CASE OF DEATH OR 
DISABILITY RESULTING FROM ACTIVE MILITARY 
SERVICE.— 

‘‘(A) IN GENERAL.—For benefit accrual pur-
poses, an employer sponsoring a retirement 
plan may treat an individual who dies or be-
comes disabled (as defined under the terms 
of the plan) while performing qualified mili-
tary service with respect to the employer 
maintaining the plan as if the individual has 
resumed employment in accordance with the 
individual’s reemployment rights under 
chapter 43 of title 38, United States Code, on 
the day preceding death or disability (as the 
case may be) and terminated employment on 
the actual date of death or disability. In the 
case of any such treatment, and subject to 
subparagraphs (B) and (C), any full or partial 
compliance by such plan with respect to the 
benefit accrual requirements of paragraph (8) 
with respect to such individual shall be 
treated for purposes of paragraph (1) as if 
such compliance were required under such 
chapter 43. 
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‘‘(B) NONDISCRIMINATION REQUIREMENT.— 

Subparagraph (A) shall apply only if all indi-
viduals performing qualified military service 
with respect to the employer maintaining 
the plan (as determined under subsections 
(b), (c), (m), and (o)) who die or became dis-
abled as a result of performing qualified 
military service prior to reemployment by 
the employer are credited with service and 
benefits on reasonably equivalent terms. 

‘‘(C) DETERMINATION OF BENEFITS.—The 
amount of employee contributions and the 
amount of elective deferrals of an individual 
treated as reemployed under subparagraph 
(A) for purposes of applying paragraph (8)(C) 
shall be determined on the basis of the indi-
vidual’s average actual employee contribu-
tions or elective deferrals for the lesser of— 

‘‘(i) the 12-month period of service with the 
employer immediately prior to qualified 
military service, or 

‘‘(ii) if service with the employer is less 
than such 12-month period, the actual length 
of continuous service with the employer.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) Section 404(a)(2) is amended by striking 

‘‘and (31)’’ and inserting ‘‘(31), and (37)’’. 
(2) Section 403(b) is amended by adding at 

the end the following new paragraph: 
‘‘(14) DEATH BENEFITS UNDER USERRA-QUALI-

FIED ACTIVE MILITARY SERVICE.—This sub-
section shall not apply to an annuity con-
tract unless such contract meets the require-
ments of section 401(a)(37).’’. 

(3) Section 457(g) is amended by adding at 
the end the following new paragraph: 

‘‘(4) DEATH BENEFITS UNDER USERRA-QUALI-
FIED ACTIVE MILITARY SERVICE.—A plan de-
scribed in paragraph (1) shall not be treated 
as an eligible deferred compensation plan un-
less such plan meets the requirements of sec-
tion 401(a)(37).’’. 

(d) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply with respect to 
deaths and disabilities occurring on or after 
January 1, 2007. 

(2) PROVISIONS RELATING TO PLAN AMEND-
MENTS.— 

(A) IN GENERAL.—If this subparagraph ap-
plies to any plan or contract amendment, 
such plan or contract shall be treated as 
being operated in accordance with the terms 
of the plan during the period described in 
subparagraph (B)(iii). 

(B) AMENDMENTS TO WHICH SUBPARAGRAPH 
(A) APPLIES.— 

(i) IN GENERAL.—Subparagraph (A) shall 
apply to any amendment to any plan or an-
nuity contract which is made— 

(I) pursuant to the amendments made by 
subsection (a) or pursuant to any regulation 
issued by the Secretary of the Treasury 
under subsection (a), and 

(II) on or before the last day of the first 
plan year beginning on or after January 1, 
2010. 

In the case of a governmental plan (as de-
fined in section 414(d) of the Internal Rev-
enue Code of 1986), this clause shall be ap-
plied by substituting ‘‘2012’’ for ‘‘2010’’ in 
subclause (II). 

(ii) CONDITIONS.—This paragraph shall not 
apply to any amendment unless— 

(I) the plan or contract is operated as if 
such plan or contract amendment were in ef-
fect for the period described in clause (iii), 
and 

(II) such plan or contract amendment ap-
plies retroactively for such period. 

(iii) PERIOD DESCRIBED.—The period de-
scribed in this clause is the period— 

(I) beginning on the effective date specified 
by the plan, and 

(II) ending on the date described in clause 
(i)(II) (or, if earlier, the date the plan or con-
tract amendment is adopted). 
SEC. 105. TREATMENT OF DIFFERENTIAL MILI-

TARY PAY AS WAGES. 
(a) INCOME TAX WITHHOLDING ON DIFFEREN-

TIAL WAGE PAYMENTS.— 
(1) IN GENERAL.—Section 3401 (relating to 

definitions) is amended by adding at the end 
the following new subsection: 

‘‘(h) DIFFERENTIAL WAGE PAYMENTS TO AC-
TIVE DUTY MEMBERS OF THE UNIFORMED 
SERVICES.— 

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), any differential wage payment 
shall be treated as a payment of wages by 
the employer to the employee. 

‘‘(2) DIFFERENTIAL WAGE PAYMENT.—For 
purposes of paragraph (1), the term ‘differen-
tial wage payment’ means any payment 
which— 

‘‘(A) is made by an employer to an indi-
vidual with respect to any period during 
which the individual is performing service in 
the uniformed services (as defined in chapter 
43 of title 38, United States Code) while on 
active duty for a period of more than 30 days, 
and 

‘‘(B) represents all or a portion of the 
wages the individual would have received 
from the employer if the individual were per-
forming service for the employer.’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall apply to remu-
neration paid after December 31, 2008. 

(b) TREATMENT OF DIFFERENTIAL WAGE 
PAYMENTS FOR RETIREMENT PLAN PUR-
POSES.— 

(1) PENSION PLANS.— 
(A) IN GENERAL.—Section 414(u) (relating to 

special rules relating to veterans’ reemploy-
ment rights under USERRA), as amended by 
section 103(b), is amended by adding at the 
end the following new paragraph: 

‘‘(12) TREATMENT OF DIFFERENTIAL WAGE 
PAYMENTS.— 

‘‘(A) IN GENERAL.—Except as provided in 
this paragraph, for purposes of applying this 
title to a retirement plan to which this sub-
section applies— 

‘‘(i) an individual receiving a differential 
wage payment shall be treated as an em-
ployee of the employer making the payment, 

‘‘(ii) the differential wage payment shall be 
treated as compensation, and 

‘‘(iii) the plan shall not be treated as fail-
ing to meet the requirements of any provi-
sion described in paragraph (1)(C) by reason 
of any contribution or benefit which is based 
on the differential wage payment. 

‘‘(B) SPECIAL RULE FOR DISTRIBUTIONS.— 
‘‘(i) IN GENERAL.—Notwithstanding sub-

paragraph (A)(i), for purposes of section 
401(k)(2)(B)(i)(I), 403(b)(7)(A)(ii), 403(b)(11)(A), 
or 457(d)(1)(A)(ii), an individual shall be 
treated as having been severed from employ-
ment during any period the individual is per-
forming service in the uniformed services de-
scribed in section 3401(h)(2)(A). 

‘‘(ii) LIMITATION.—If an individual elects to 
receive a distribution by reason of clause (i), 
the plan shall provide that the individual 
may not make an elective deferral or em-
ployee contribution during the 6-month pe-
riod beginning on the date of the distribu-
tion. 

‘‘(C) NONDISCRIMINATION REQUIREMENT.— 
Subparagraph (A)(iii) shall apply only if all 
employees of an employer (as determined 
under subsections (b), (c), (m), and (o)) per-
forming service in the uniformed services de-
scribed in section 3401(h)(2)(A) are entitled to 
receive differential wage payments on rea-
sonably equivalent terms and, if eligible to 

participate in a retirement plan maintained 
by the employer, to make contributions 
based on the payments on reasonably equiva-
lent terms. For purposes of applying this 
subparagraph, the provisions of paragraphs 
(3), (4), and (5) of section 410(b) shall apply. 

‘‘(D) DIFFERENTIAL WAGE PAYMENT.—For 
purposes of this paragraph, the term ‘dif-
ferential wage payment’ has the meaning 
given such term by section 3401(h)(2).’’. 

(B) CONFORMING AMENDMENT.—The heading 
for section 414(u) is amended by inserting 
‘‘AND TO DIFFERENTIAL WAGE PAYMENTS TO 
MEMBERS ON ACTIVE DUTY’’ after 
‘‘USERRA’’. 

(2) DIFFERENTIAL WAGE PAYMENTS TREATED 
AS COMPENSATION FOR INDIVIDUAL RETIREMENT 
PLANS.—Section 219(f)(1) (defining compensa-
tion) is amended by adding at the end the 
following new sentence: ‘‘The term com-
pensation includes any differential wage 
payment (as defined in section 3401(h)(2)).’’. 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to years 
beginning after December 31, 2008. 

(c) PROVISIONS RELATING TO PLAN AMEND-
MENTS.— 

(1) IN GENERAL.—If this subsection applies 
to any plan or annuity contract amendment, 
such plan or contract shall be treated as 
being operated in accordance with the terms 
of the plan or contract during the period de-
scribed in paragraph (2)(B)(i). 

(2) AMENDMENTS TO WHICH SECTION AP-
PLIES.— 

(A) IN GENERAL.—This subsection shall 
apply to any amendment to any plan or an-
nuity contract which is made— 

(i) pursuant to any amendment made by 
subsection (b)(1), and 

(ii) on or before the last day of the first 
plan year beginning on or after January 1, 
2010. 

In the case of a governmental plan (as de-
fined in section 414(d) of the Internal Rev-
enue Code of 1986), this subparagraph shall be 
applied by substituting ‘‘2012’’ for ‘‘2010’’ in 
clause (ii). 

(B) CONDITIONS.—This subsection shall not 
apply to any plan or annuity contract 
amendment unless— 

(i) during the period beginning on the date 
the amendment described in subparagraph 
(A)(i) takes effect and ending on the date de-
scribed in subparagraph (A)(ii) (or, if earlier, 
the date the plan or contract amendment is 
adopted), the plan or contract is operated as 
if such plan or contract amendment were in 
effect, and 

(ii) such plan or contract amendment ap-
plies retroactively for such period. 

SEC. 106. SPECIAL PERIOD OF LIMITATION WHEN 
UNIFORMED SERVICES RETIRED 
PAY IS REDUCED AS A RESULT OF 
AWARD OF DISABILITY COMPENSA-
TION. 

(a) IN GENERAL.—Subsection (d) of section 
6511 (relating to special rules applicable to 
income taxes) is amended by adding at the 
end the following new paragraph: 

‘‘(8) SPECIAL RULES WHEN UNIFORMED SERV-
ICES RETIRED PAY IS REDUCED AS A RESULT OF 
AWARD OF DISABILITY COMPENSATION.— 

‘‘(A) PERIOD OF LIMITATION ON FILING 
CLAIM.—If the claim for credit or refund re-
lates to an overpayment of tax imposed by 
subtitle A on account of— 

‘‘(i) the reduction of uniformed services re-
tired pay computed under section 1406 or 1407 
of title 10, United States Code, or 

‘‘(ii) the waiver of such pay under section 
5305 of title 38 of such Code, 
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as a result of an award of compensation 
under title 38 of such Code pursuant to a de-
termination by the Secretary of Veterans Af-
fairs, the 3-year period of limitation pre-
scribed in subsection (a) shall be extended, 
for purposes of permitting a credit or refund 
based upon the amount of such reduction or 
waiver, until the end of the 1-year period be-
ginning on the date of such determination. 

‘‘(B) LIMITATION TO 5 TAXABLE YEARS.—Sub-
paragraph (A) shall not apply with respect to 
any taxable year which began more than 5 
years before the date of such determina-
tion.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to claims 
for credit or refund filed after the date of the 
enactment of this Act. 

(c) TRANSITION RULES.—In the case of a de-
termination described in paragraph (8) of 
section 6511(d) of the Internal Revenue Code 
of 1986 (as added by this section) which is 
made by the Secretary of Veterans Affairs 
after December 31, 2000, and before the date 
of the enactment of this Act, such para-
graph— 

(1) shall not apply with respect to any tax-
able year which began before January 1, 2001, 
and 

(2) shall be applied by substituting for ‘‘the 
date of such determination’’ in subparagraph 
(A) thereof. 
SEC. 107. DISTRIBUTIONS FROM RETIREMENT 

PLANS TO INDIVIDUALS CALLED TO 
ACTIVE DUTY. 

(a) IN GENERAL.—Clause (iv) of section 
72(t)(2)(G) is amended by striking ‘‘, and be-
fore December 31, 2007’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to individ-
uals ordered or called to active duty on or 
after December 31, 2007. 
SEC. 108. AUTHORITY TO DISCLOSE RETURN IN-

FORMATION FOR CERTAIN VET-
ERANS PROGRAMS MADE PERMA-
NENT. 

(a) IN GENERAL.—Paragraph (7) of section 
6103(l) is amended by striking the last sen-
tence thereof. 

(b) CONFORMING AMENDMENT.—Section 
6103(l)(7)(D)(viii)(III) is amended by striking 
‘‘sections 1710(a)(1)(I), 1710(a)(2), 1710(b), and 
1712(a)(2)(B)’’ and inserting ‘‘sections 
1710(a)(2)(G), 1710(a)(3), and 1710(b)’’. 

(c) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to re-
quests made after September 30, 2008. 
SEC. 109. CONTRIBUTIONS OF MILITARY DEATH 

GRATUITIES TO ROTH IRAS AND 
EDUCATION SAVINGS ACCOUNTS. 

(a) PROVISION IN EFFECT BEFORE PENSION 
PROTECTION ACT.—Subsection (e) of section 
408A (relating to qualified rollover contribu-
tion), as in effect before the amendments 
made by section 824 of the Pension Protec-
tion Act of 2006, is amended to read as fol-
lows: 

‘‘(e) QUALIFIED ROLLOVER CONTRIBUTION.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified roll-
over contribution’ means a rollover con-
tribution to a Roth IRA from another such 
account, or from an individual retirement 
plan, but only if such rollover contribution 
meets the requirements of section 408(d)(3). 
Such term includes a rollover contribution 
described in section 402A(c)(3)(A). For pur-
poses of section 408(d)(3)(B), there shall be 
disregarded any qualified rollover contribu-
tion from an individual retirement plan 
(other than a Roth IRA) to a Roth IRA. 

‘‘(2) MILITARY DEATH GRATUITY.— 
‘‘(A) IN GENERAL.—The term ‘qualified roll-

over contribution’ includes a contribution to 
a Roth IRA maintained for the benefit of an 

individual made before the end of the 1-year 
period beginning on the date on which such 
individual receives an amount under section 
1477 of title 10, United States Code, or sec-
tion 1967 of title 38 of such Code, with respect 
to a person, to the extent that such contribu-
tion does not exceed— 

‘‘(i) the sum of the amounts received dur-
ing such period by such individual under 
such sections with respect to such person, re-
duced by 

‘‘(ii) the amounts so received which were 
contributed to a Coverdell education savings 
account under section 530(d)(9). 

‘‘(B) ANNUAL LIMIT ON NUMBER OF ROLL-
OVERS NOT TO APPLY.—Section 408(d)(3)(B) 
shall not apply with respect to amounts 
treated as a rollover by subparagraph (A). 

‘‘(C) APPLICATION OF SECTION 72.—For pur-
poses of applying section 72 in the case of a 
distribution which is not a qualified distribu-
tion, the amount treated as a rollover by 
reason of subparagraph (A) shall be treated 
as investment in the contract.’’. 

(b) PROVISION IN EFFECT AFTER PENSION 
PROTECTION ACT.—Subsection (e) of section 
408A, as in effect after the amendments made 
by section 824 of the Pension Protection Act 
of 2006, is amended to read as follows: 

‘‘(e) QUALIFIED ROLLOVER CONTRIBUTION.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified roll-
over contribution’ means a rollover con-
tribution— 

‘‘(A) to a Roth IRA from another such ac-
count, 

‘‘(B) from an eligible retirement plan, but 
only if— 

‘‘(i) in the case of an individual retirement 
plan, such rollover contribution meets the 
requirements of section 408(d)(3), and 

‘‘(ii) in the case of any eligible retirement 
plan (as defined in section 402(c)(8)(B) other 
than clauses (i) and (ii) thereof), such roll-
over contribution meets the requirements of 
section 402(c), 403(b)(8), or 457(e)(16), as appli-
cable. 

For purposes of section 408(d)(3)(B), there 
shall be disregarded any qualified rollover 
contribution from an individual retirement 
plan (other than a Roth IRA) to a Roth IRA. 

‘‘(2) MILITARY DEATH GRATUITY.— 
‘‘(A) IN GENERAL.—The term ‘qualified roll-

over contribution’ includes a contribution to 
a Roth IRA maintained for the benefit of an 
individual made before the end of the 1-year 
period beginning on the date on which such 
individual receives an amount under section 
1477 of title 10, United States Code, or sec-
tion 1967 of title 38 of such Code, with respect 
to a person, to the extent that such contribu-
tion does not exceed— 

‘‘(i) the sum of the amounts received dur-
ing such period by such individual under 
such sections with respect to such person, re-
duced by 

‘‘(ii) the amounts so received which were 
contributed to a Coverdell education savings 
account under section 530(d)(9). 

‘‘(B) ANNUAL LIMIT ON NUMBER OF ROLL-
OVERS NOT TO APPLY.—Section 408(d)(3)(B) 
shall not apply with respect to amounts 
treated as a rollover by the subparagraph 
(A). 

‘‘(C) APPLICATION OF SECTION 72.—For pur-
poses of applying section 72 in the case of a 
distribution which is not a qualified distribu-
tion, the amount treated as a rollover by 
reason of subparagraph (A) shall be treated 
as investment in the contract.’’. 

(c) EDUCATION SAVINGS ACCOUNTS.—Sub-
section (d) of section 530 is amended by add-
ing at the end the following new paragraph: 

‘‘(9) MILITARY DEATH GRATUITY.— 

‘‘(A) IN GENERAL.—For purposes of this sec-
tion, the term ‘rollover contribution’ in-
cludes a contribution to a Coverdell edu-
cation savings account made before the end 
of the 1-year period beginning on the date on 
which the contributor receives an amount 
under section 1477 of title 10, United States 
Code, or section 1967 of title 38 of such Code, 
with respect to a person, to the extent that 
such contribution does not exceed— 

‘‘(i) the sum of the amounts received dur-
ing such period by such contributor under 
such sections with respect to such person, re-
duced by 

‘‘(ii) the amounts so received which were 
contributed to a Roth IRA under section 
408A(e)(2) or to another Coverdell education 
savings account. 

‘‘(B) ANNUAL LIMIT ON NUMBER OF ROLL-
OVERS NOT TO APPLY.—The last sentence of 
paragraph (5) shall not apply with respect to 
amounts treated as a rollover by the sub-
paragraph (A). 

‘‘(C) APPLICATION OF SECTION 72.—For pur-
poses of applying section 72 in the case of a 
distribution which is includible in gross in-
come under paragraph (1), the amount treat-
ed as a rollover by reason of subparagraph 
(A) shall be treated as investment in the con-
tract.’’. 

(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided by 

paragraphs (2) and (3), the amendments made 
by this section shall apply with respect to 
deaths from injuries occurring on or after 
the date of the enactment of this Act. 

(2) APPLICATION OF AMENDMENTS TO DEATHS 
FROM INJURIES OCCURRING ON OR AFTER OCTO-
BER 7, 2001, AND BEFORE ENACTMENT.—The 
amendments made by this section shall 
apply to any contribution made pursuant to 
section 408A(e)(2) or 530(d)(5) of the Internal 
Revenue Code of 1986, as amended by this 
Act, with respect to amounts received under 
section 1477 of title 10, United States Code, 
or under section 1967 of title 38 of such Code, 
for deaths from injuries occurring on or after 
October 7, 2001, and before the date of the en-
actment of this Act if such contribution is 
made not later than 1 year after the date of 
the enactment of this Act. 

(3) PENSION PROTECTION ACT CHANGES.—Sec-
tion 408A(e)(1) of the Internal Revenue Code 
of 1986 (as in effect after the amendments 
made by subsection (b)) shall apply to tax-
able years beginning after December 31, 2007. 
SEC. 110. SUSPENSION OF 5-YEAR PERIOD DUR-

ING SERVICE WITH THE PEACE 
CORPS. 

(a) IN GENERAL.—Subsection (d) of section 
121 (relating to special rules) is amended by 
adding at the end the following new para-
graph: 

‘‘(12) PEACE CORPS.— 
‘‘(A) IN GENERAL.—At the election of an in-

dividual with respect to a property, the run-
ning of the 5-year period described in sub-
sections (a) and (c)(1)(B) and paragraph (7) of 
this subsection with respect to such property 
shall be suspended during any period that 
such individual or such individual’s spouse is 
serving outside the United States— 

‘‘(i) on qualified official extended duty (as 
defined in paragraph (9)(C)) as an employee 
of the Peace Corps, or 

‘‘(ii) as an enrolled volunteer or volunteer 
leader under section 5 or 6 (as the case may 
be) of the Peace Corps Act (22 U.S.C. 2504, 
2505). 

‘‘(B) APPLICABLE RULES.—For purposes of 
subparagraph (A), rules similar to the rules 
of subparagraphs (B) and (D) shall apply.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall apply to taxable 
years beginning after December 31, 2007. 
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SEC. 111. CREDIT FOR EMPLOYER DIFFERENTIAL 

WAGE PAYMENTS TO EMPLOYEES 
WHO ARE ACTIVE DUTY MEMBERS 
OF THE UNIFORMED SERVICES. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness credits) is amended by adding at the end 
the following new section: 
‘‘SEC. 45P. EMPLOYER WAGE CREDIT FOR EM-

PLOYEES WHO ARE ACTIVE DUTY 
MEMBERS OF THE UNIFORMED 
SERVICES. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, in the case of an eligible small busi-
ness employer, the differential wage pay-
ment credit for any taxable year is an 
amount equal to 20 percent of the sum of the 
eligible differential wage payments for each 
of the qualified employees of the taxpayer 
during such taxable year. 

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

‘‘(1) ELIGIBLE DIFFERENTIAL WAGE PAY-
MENTS.—The term ‘eligible differential wage 
payments’ means, with respect to each quali-
fied employee, so much of the differential 
wage payments (as defined in section 
3401(h)(2)) paid to such employee for the tax-
able year as does not exceed $20,000. 

‘‘(2) QUALIFIED EMPLOYEE.—The term 
‘qualified employee’ means a person who has 
been an employee of the taxpayer for the 91- 
day period immediately preceding the period 
for which any differential wage payment is 
made. 

‘‘(3) ELIGIBLE SMALL BUSINESS EMPLOYER.— 
‘‘(A) IN GENERAL.—The term ‘eligible small 

business employer’ means, with respect to 
any taxable year, any employer which— 

‘‘(i) employed an average of less than 50 
employees on business days during such tax-
able year, and 

‘‘(ii) under a written plan of the employer, 
provides eligible differential wage payments 
to every qualified employee of the employer. 

‘‘(B) CONTROLLED GROUPS.—For purposes of 
subparagraph (A), all persons treated as a 
single employer under subsection (b), (c), 
(m), or (o) of section 414 shall be treated as 
a single employer. 

‘‘(c) COORDINATION WITH OTHER CREDITS.— 
The amount of credit otherwise allowable 
under this chapter with respect to compensa-
tion paid to any employee shall be reduced 
by the credit determined under this section 
with respect to such employee. 

‘‘(d) DISALLOWANCE FOR FAILURE TO COM-
PLY WITH EMPLOYMENT OR REEMPLOYMENT 
RIGHTS OF MEMBERS OF THE RESERVE COMPO-
NENTS OF THE ARMED FORCES OF THE UNITED 
STATES.—No credit shall be allowed under 
subsection (a) to a taxpayer for— 

‘‘(1) any taxable year, beginning after the 
date of the enactment of this section, in 
which the taxpayer is under a final order, 
judgment, or other process issued or required 
by a district court of the United States 
under section 4323 of title 38 of the United 
States Code with respect to a violation of 
chapter 43 of such title, and 

‘‘(2) the 2 succeeding taxable years. 
‘‘(e) CERTAIN RULES TO APPLY.—For pur-

poses of this section, rules similar to the 
rules of subsections (c), (d), and (e) of section 
52 shall apply. 

‘‘(f) TERMINATION.—This section shall not 
apply to any payments made after December 
31, 2009.’’. 

(b) CREDIT TREATED AS PART OF GENERAL 
BUSINESS CREDIT.—Section 38(b) (relating to 
general business credit) is amended by strik-
ing ‘‘plus’’ at the end of paragraph (31), by 
striking the period at the end of paragraph 
(32) and inserting ‘‘, plus’’, and by adding at 
the end of following new paragraph: 

‘‘(33) the differential wage payment credit 
determined under section 45P(a).’’. 

(c) NO DEDUCTION FOR COMPENSATION 
TAKEN INTO ACCOUNT FOR CREDIT.—Section 
280C(a) (relating to rule for employment 
credits) is amended by inserting ‘‘45P(a),’’ 
after ‘‘45A(a),’’. 

(d) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following new item: 
‘‘Sec. 45P. Employer wage credit for employ-

ees who are active duty mem-
bers of the uniformed serv-
ices.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid after the date of the enactment of this 
Act. 
SEC. 112. STATE PAYMENTS TO SERVICE MEM-

BERS TREATED AS QUALIFIED MILI-
TARY BENEFITS. 

(a) IN GENERAL.—Section 134(b) (defining 
qualified military benefit) is amended by 
adding at the end the following new para-
graph: 

‘‘(6) CERTAIN STATE PAYMENTS.—The term 
‘qualified military benefit’ includes any 
bonus payment by a State or political sub-
division thereof to any member or former 
member of the uniformed services of the 
United States or any dependent of such 
member only by reason of such member’s 
service in an combat zone (as defined in sec-
tion 112(c)(2), determined without regard to 
the parenthetical).’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to payments 
made before, on, or after the date of the en-
actment of this Act. 
SEC. 113. PERMANENT EXCLUSION OF GAIN 

FROM SALE OF A PRINCIPAL RESI-
DENCE BY CERTAIN EMPLOYEES OF 
THE INTELLIGENCE COMMUNITY. 

(a) IN GENERAL.—Paragraph (9) of section 
121(d) is amended by striking subparagraph 
(E). 

(b) DUTY STATION MAY BE INSIDE UNITED 
STATES.—Section 121(d)(9)(C) (defining quali-
fied official extended duty) is amended by 
striking clause (vi). 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales or 
exchanges after the date of the enactment of 
this Act. 
SEC. 114. SPECIAL DISPOSITION RULES FOR UN-

USED BENEFITS IN HEALTH FLEXI-
BLE SPENDING ARRANGEMENTS OF 
INDIVIDUALS CALLED TO ACTIVE 
DUTY. 

(a) IN GENERAL.—Section 125 (relating to 
cafeteria plans) is amended by redesignating 
subsections (h) and (i) as subsection (i) and 
(j), respectively, and by inserting after sub-
section (g) the following new subsection: 

‘‘(h) SPECIAL RULE FOR UNUSED BENEFITS IN 
HEALTH FLEXIBLE SPENDING ARRANGEMENTS 
OF INDIVIDUALS CALLED TO ACTIVE DUTY.— 

‘‘(1) IN GENERAL.—For purposes of this 
title, a plan or other arrangement shall not 
fail to be treated as a cafeteria plan or 
health flexible spending arrangement merely 
because such arrangement provides for quali-
fied reservist distributions. 

‘‘(2) QUALIFIED RESERVIST DISTRIBUTION.— 
For purposes of this subsection, the term 
‘qualified reservist distribution’ means, any 
distribution to an individual of all or a por-
tion of the balance in the employee’s ac-
count under such arrangement if— 

‘‘(A) such individual was (by reason of 
being a member of a reserve component (as 
defined in section 101 of title 37, United 
States Code)) ordered or called to active 
duty for a period in excess of 179 days or for 
an indefinite period, and 

‘‘(B) such distribution is made during the 
period beginning on the date of such order or 
call and ending on the last date that reim-
bursements could otherwise be made under 
such arrangement for the plan year which in-
cludes the date of such order or call.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to distribu-
tions made after the date of the enactment 
of this Act. 
SEC. 115. TECHNICAL CORRECTION RELATED TO 

EXCLUSION OF CERTAIN PROPERTY 
TAX REBATES AND OTHER BENEFITS 
PROVIDED TO VOLUNTEER FIRE-
FIGHTERS AND EMERGENCY MED-
ICAL RESPONDERS. 

(a) SOCIAL SECURITY TAXES.— 
(1) Section 3121(a) (relating to definition of 

wages) is amended by striking ‘‘or’’ at the 
end of paragraph (21), by striking the period 
at the end of paragraph (22) and inserting ‘‘; 
or’’, and by inserting after paragraph (22) the 
following new paragraph: 

‘‘(23) any benefit or payment which is ex-
cludable from the gross income of the em-
ployee under section 139B(b).’’. 

(2) Section 209(a) of the Social Security 
Act is amended by striking ‘‘or’’ at the end 
of paragraph (18), by striking the period at 
the end of paragraph (19) and inserting ‘‘; 
or’’, and by inserting after paragraph (19) the 
following new paragraph: 

‘‘(20) Any benefit or payment which is ex-
cludable from the gross income of the em-
ployee under section 139B(b) of the Internal 
Revenue Code of 1986).’’. 

(b) UNEMPLOYMENT TAXES.—Section 3306(b) 
(relating to definition of wages) is amended 
by striking ‘‘or’’ at the end of paragraph (18), 
by striking the period at the end of para-
graph (19) and inserting ‘‘; or’’, and by insert-
ing after paragraph (19) the following new 
paragraph: 

‘‘(20) any benefit or payment which is ex-
cludable from the gross income of the em-
ployee under section 139B(b).’’. 

(c) WAGE WITHHOLDING.—Section 3401(a) 
(defining wages) is amended by striking ‘‘or’’ 
at the end of paragraph (21), by striking the 
period at the end of paragraph (22) and in-
serting ‘‘; or’’, and by inserting after para-
graph (22) the following new paragraph: 

‘‘(23) for any benefit or payment which is 
excludable from the gross income of the em-
ployee under section 139B(b).’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall take effect as if 
included in section 5 of the Mortgage For-
giveness Debt Relief Act of 2007. 

TITLE II—IMPROVEMENTS IN 
SUPPLEMENTAL SECURITY INCOME 

SEC. 201. TREATMENT OF UNIFORMED SERVICE 
CASH REMUNERATION AS EARNED 
INCOME. 

(a) IN GENERAL.—Section 1612(a)(1)(A) of 
the Social Security Act (42 U.S.C. 
1382a(a)(1)(A)) is amended by inserting ‘‘(and, 
in the case of cash remuneration paid for 
service as a member of a uniformed service 
(other than payments described in paragraph 
(2)(H) of this subsection or subsection 
(b)(20)), without regard to the limitations 
contained in section 209(d))’’ before the semi-
colon. 

(b) CERTAIN HOUSING PAYMENTS TREATED 
AS IN-KIND SUPPORT AND MAINTENANCE.—Sec-
tion 1612(a)(2) of such Act (42 U.S.C. 
1382a(a)(2)) is amended— 

(1) by striking ‘‘and’’ at the end of subpara-
graph (F); 

(2) by striking the period at the end of sub-
paragraph (G) and inserting ‘‘; and’’; and 

(3) by adding at the end the following: 
‘‘(H) payments to or on behalf of a member 

of a uniformed service for housing of the 
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member (and his or her dependents, if any) 
on a facility of a uniformed service, includ-
ing payments provided under section 403 of 
title 37, United States Code, for housing that 
is acquired or constructed under subchapter 
IV of chapter 169 of title 10 of such Code, or 
any related provision of law, and any such 
payments shall be treated as support and 
maintenance in kind subject to subparagraph 
(A) of this paragraph.’’. 
SEC. 202. STATE ANNUITIES FOR CERTAIN VET-

ERANS TO BE DISREGARDED IN DE-
TERMINING SUPPLEMENTAL SECU-
RITY INCOME BENEFITS. 

(a) INCOME DISREGARD.—Section 1612(b) of 
the Social Security Act (42 U.S.C. 1382a(b)) is 
amended— 

(1) by striking ‘‘and’’ at the end of para-
graph (22); 

(2) by striking the period at the end of 
paragraph (23) and inserting ‘‘; and’’; and 

(3) by adding at the end the following: 
‘‘(24) any annuity paid by a State to the in-

dividual (or such spouse) on the basis of the 
individual’s being a veteran (as defined in 
section 101 of title 38, United States Code), 
and blind, disabled, or aged.’’. 

(b) RESOURCE DISREGARD.—Section 1613(a) 
of such Act (42 U.S.C. 1382b(a)) is amended— 

(1) by striking ‘‘and’’ at the end of para-
graph (14); 

(2) by striking the period at the end of 
paragraph (15) and inserting ‘‘; and’’; and 

(3) by inserting after paragraph (15) the fol-
lowing: 

‘‘(16) for the month of receipt and every 
month thereafter, any annuity paid by a 
State to the individual (or such spouse) on 
the basis of the individual’s being a veteran 
(as defined in section 101 of title 38, United 
States Code), and blind, disabled, or aged.’’. 
SEC. 203. EXCLUSION OF AMERICORPS BENEFITS 

FOR PURPOSES OF DETERMINING 
SUPPLEMENTAL SECURITY INCOME 
ELIGIBILITY AND BENEFIT 
AMOUNTS. 

Section 1612(b) of the Social Security Act 
(42 U.S.C. 1382a(b)), as amended by section 
202(a) of this Act, is amended— 

(1) in paragraph (23), by striking ‘‘and’’ at 
the end; 

(2) in paragraph (24), by striking the period 
and inserting ‘‘; and’’; and 

(3) by adding at the end the following: 
‘‘(25) any benefit (whether cash or in-kind) 

conferred upon (or paid on behalf of) a par-
ticipant in an AmeriCorps position approved 
by the Corporation for National and Com-
munity Service under section 123 of the Na-
tional and Community Service Act of 1990 (42 
U.S.C. 12573).’’. 
SEC. 204. EFFECTIVE DATE. 

The amendments made by this title shall 
be effective with respect to benefits payable 
for months beginning after 60 days after the 
date of the enactment of this Act. 

TITLE III—REVENUE PROVISIONS 
SEC. 301. REVISION OF TAX RULES ON EXPATRIA-

TION. 
(a) IN GENERAL.—Subpart A of part II of 

subchapter N of chapter 1 is amended by in-
serting after section 877 the following new 
section: 
‘‘SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-

TION. 
‘‘(a) GENERAL RULES.—For purposes of this 

subtitle— 
‘‘(1) MARK TO MARKET.—All property of a 

covered expatriate shall be treated as sold on 
the day before the expatriation date for its 
fair market value. 

‘‘(2) RECOGNITION OF GAIN OR LOSS.—In the 
case of any sale under paragraph (1)— 

‘‘(A) notwithstanding any other provision 
of this title, any gain arising from such sale 

shall be taken into account for the taxable 
year of the sale, and 

‘‘(B) any loss arising from such sale shall 
be taken into account for the taxable year of 
the sale to the extent otherwise provided by 
this title, except that section 1091 shall not 
apply to any such loss. 

Proper adjustment shall be made in the 
amount of any gain or loss subsequently re-
alized for gain or loss taken into account 
under the preceding sentence, determined 
without regard to paragraph (3). 

‘‘(3) EXCLUSION FOR CERTAIN GAIN.— 
‘‘(A) IN GENERAL.—The amount which 

would (but for this paragraph) be includible 
in the gross income of any individual by rea-
son of paragraph (1) shall be reduced (but not 
below zero) by $600,000. 

‘‘(B) ADJUSTMENT FOR INFLATION.— 
‘‘(i) IN GENERAL.—In the case of any tax-

able year beginning in a calendar year after 
2008, the dollar amount in subparagraph (A) 
shall be increased by an amount equal to— 

‘‘(I) such dollar amount, multiplied by 
‘‘(II) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar 
year in which the taxable year begins, by 
substituting ‘calendar year 2007’ for ‘cal-
endar year 1992’ in subparagraph (B) thereof. 

‘‘(ii) ROUNDING.—If any amount as adjusted 
under clause (i) is not a multiple of $1,000, 
such amount shall be rounded to the nearest 
multiple of $1,000. 

‘‘(b) ELECTION TO DEFER TAX.— 
‘‘(1) IN GENERAL.—If the taxpayer elects the 

application of this subsection with respect to 
any property treated as sold by reason of 
subsection (a), the time for payment of the 
additional tax attributable to such property 
shall be extended until the due date of the 
return for the taxable year in which such 
property is disposed of (or, in the case of 
property disposed of in a transaction in 
which gain is not recognized in whole or in 
part, until such other date as the Secretary 
may prescribe). 

‘‘(2) DETERMINATION OF TAX WITH RESPECT 
TO PROPERTY.—For purposes of paragraph (1), 
the additional tax attributable to any prop-
erty is an amount which bears the same 
ratio to the additional tax imposed by this 
chapter for the taxable year solely by reason 
of subsection (a) as the gain taken into ac-
count under subsection (a) with respect to 
such property bears to the total gain taken 
into account under subsection (a) with re-
spect to all property to which subsection (a) 
applies. 

‘‘(3) TERMINATION OF EXTENSION.—The due 
date for payment of tax may not be extended 
under this subsection later than the due date 
for the return of tax imposed by this chapter 
for the taxable year which includes the date 
of death of the expatriate (or, if earlier, the 
time that the security provided with respect 
to the property fails to meet the require-
ments of paragraph (4), unless the taxpayer 
corrects such failure within the time speci-
fied by the Secretary). 

‘‘(4) SECURITY.— 
‘‘(A) IN GENERAL.—No election may be 

made under paragraph (1) with respect to 
any property unless adequate security is pro-
vided with respect to such property. 

‘‘(B) ADEQUATE SECURITY.—For purposes of 
subparagraph (A), security with respect to 
any property shall be treated as adequate se-
curity if— 

‘‘(i) it is a bond which is furnished to, and 
accepted by, the Secretary, which is condi-
tioned on the payment of tax (and interest 
thereon), and which meets the requirements 
of section 6325, or 

‘‘(ii) it is another form of security for such 
payment (including letters of credit) that 
meets such requirements as the Secretary 
may prescribe. 

‘‘(5) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless 
the taxpayer makes an irrevocable waiver of 
any right under any treaty of the United 
States which would preclude assessment or 
collection of any tax imposed by reason of 
this section. 

‘‘(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. 

‘‘(7) INTEREST.—For purposes of section 
6601, the last date for the payment of tax 
shall be determined without regard to the 
election under this subsection. 

‘‘(c) EXCEPTION FOR CERTAIN PROPERTY.— 
Subsection (a) shall not apply to— 

‘‘(1) any deferred compensation item (as 
defined in subsection (d)(4)), 

‘‘(2) any specified tax deferred account (as 
defined in subsection (e)(2)), and 

‘‘(3) any interest in a nongrantor trust (as 
defined in subsection (f)(3)). 

‘‘(d) TREATMENT OF DEFERRED COMPENSA-
TION ITEMS.— 

‘‘(1) WITHHOLDING ON ELIGIBLE DEFERRED 
COMPENSATION ITEMS.— 

‘‘(A) IN GENERAL.—In the case of any eligi-
ble deferred compensation item, the payor 
shall deduct and withhold from any taxable 
payment to a covered expatriate with re-
spect to such item a tax equal to 30 percent 
thereof. 

‘‘(B) TAXABLE PAYMENT.—For purposes of 
subparagraph (A), the term ‘taxable pay-
ment’ means with respect to a covered expa-
triate any payment to the extent it would be 
includible in the gross income of the covered 
expatriate if such expatriate continued to be 
subject to tax as a citizen or resident of the 
United States. A deferred compensation item 
shall be taken into account as a payment 
under the preceding sentence when such item 
would be so includible. 

‘‘(2) OTHER DEFERRED COMPENSATION 
ITEMS.—In the case of any deferred com-
pensation item which is not an eligible de-
ferred compensation item— 

‘‘(A)(i) with respect to any deferred com-
pensation item to which clause (ii) does not 
apply, an amount equal to the present value 
of the covered expatriate’s accrued benefit 
shall be treated as having been received by 
such individual on the day before the expa-
triation date as a distribution under the 
plan, and 

‘‘(ii) with respect to any deferred com-
pensation item referred to in paragraph 
(4)(D), the rights of the covered expatriate to 
such item shall be treated as becoming 
transferable and not subject to a substantial 
risk of forfeiture on the day before the expa-
triation date, 

‘‘(B) no early distribution tax shall apply 
by reason of such treatment, and 

‘‘(C) appropriate adjustments shall be 
made to subsequent distributions from the 
plan to reflect such treatment. 

‘‘(3) ELIGIBLE DEFERRED COMPENSATION 
ITEMS.—For purposes of this subsection, the 
term ‘eligible deferred compensation item’ 
means any deferred compensation item with 
respect to which— 

‘‘(A) the payor of such item is— 
‘‘(i) a United States person, or 
‘‘(ii) a person who is not a United States 

person but who elects to be treated as a 
United States person for purposes of para-
graph (1) and meets such requirements as the 
Secretary may provide to ensure that the 

VerDate Mar 15 2010 14:13 Dec 30, 2010 Jkt 069060 PO 00000 Frm 00010 Fmt 0688 Sfmt 0634 E:\BR08\H20MY8.000 H20MY8er
ow

e 
on

 D
S

K
5C

LS
3C

1P
R

O
D

 w
ith

 B
O

U
N

D
 R

E
C

O
R

D



CONGRESSIONAL RECORD—HOUSE, Vol. 154, Pt. 79938 May 20, 2008 
payor will meet the requirements of para-
graph (1), and 

‘‘(B) the covered expatriate— 
‘‘(i) notifies the payor of his status as a 

covered expatriate, and 
‘‘(ii) makes an irrevocable waiver of any 

right to claim any reduction under any trea-
ty with the United States in withholding on 
such item. 

‘‘(4) DEFERRED COMPENSATION ITEM.—For 
purposes of this subsection, the term ‘de-
ferred compensation item’ means— 

‘‘(A) any interest in a plan or arrangement 
described in section 219(g)(5), 

‘‘(B) any interest in a foreign pension plan 
or similar retirement arrangement or pro-
gram, 

‘‘(C) any item of deferred compensation, 
and 

‘‘(D) any property, or right to property, 
which the individual is entitled to receive in 
connection with the performance of services 
to the extent not previously taken into ac-
count under section 83 or in accordance with 
section 83. 

‘‘(5) EXCEPTION.—Paragraphs (1) and (2) 
shall not apply to any deferred compensation 
item to the extent attributable to services 
performed outside the United States while 
the covered expatriate was not a citizen or 
resident of the United States. 

‘‘(6) SPECIAL RULES.— 
‘‘(A) APPLICATION OF WITHHOLDING RULES.— 

Rules similar to the rules of subchapter B of 
chapter 3 shall apply for purposes of this sub-
section. 

‘‘(B) APPLICATION OF TAX.—Any item sub-
ject to the withholding tax imposed under 
paragraph (1) shall be subject to tax under 
section 871. 

‘‘(C) COORDINATION WITH OTHER WITH-
HOLDING REQUIREMENTS.—Any item subject 
to withholding under paragraph (1) shall not 
be subject to withholding under section 1441 
or chapter 24. 

‘‘(e) TREATMENT OF SPECIFIED TAX DE-
FERRED ACCOUNTS.— 

‘‘(1) ACCOUNT TREATED AS DISTRIBUTED.—In 
the case of any interest in a specified tax de-
ferred account held by a covered expatriate 
on the day before the expatriation date— 

‘‘(A) the covered expatriate shall be treat-
ed as receiving a distribution of his entire in-
terest in such account on the day before the 
expatriation date, 

‘‘(B) no early distribution tax shall apply 
by reason of such treatment, and 

‘‘(C) appropriate adjustments shall be 
made to subsequent distributions from the 
account to reflect such treatment. 

‘‘(2) SPECIFIED TAX DEFERRED ACCOUNT.— 
For purposes of paragraph (1), the term 
‘specified tax deferred account’ means an in-
dividual retirement plan (as defined in sec-
tion 7701(a)(37)) other than any arrangement 
described in subsection (k) or (p) of section 
408, a qualified tuition program (as defined in 
section 529), a Coverdell education savings 
account (as defined in section 530), a health 
savings account (as defined in section 223), 
and an Archer MSA (as defined in section 
220). 

‘‘(f) SPECIAL RULES FOR NONGRANTOR 
TRUSTS.— 

‘‘(1) IN GENERAL.—In the case of a distribu-
tion (directly or indirectly) of any property 
from a nongrantor trust to a covered expa-
triate— 

‘‘(A) the trustee shall deduct and withhold 
from such distribution an amount equal to 30 
percent of the taxable portion of the dis-
tribution, and 

‘‘(B) if the fair market value of such prop-
erty exceeds its adjusted basis in the hands 

of the trust, gain shall be recognized to the 
trust as if such property were sold to the ex-
patriate at its fair market value. 

‘‘(2) TAXABLE PORTION.—For purposes of 
this subsection, the term ‘taxable portion’ 
means, with respect to any distribution, that 
portion of the distribution which would be 
includible in the gross income of the covered 
expatriate if such expatriate continued to be 
subject to tax as a citizen or resident of the 
United States. 

‘‘(3) NONGRANTOR TRUST.—For purposes of 
this subsection, the term ‘nongrantor trust’ 
means the portion of any trust that the indi-
vidual is not considered the owner of under 
subpart E of part I of subchapter J. The de-
termination under the preceding sentence 
shall be made immediately before the expa-
triation date. 

‘‘(4) SPECIAL RULES RELATING TO WITH-
HOLDING.—For purposes of this subsection— 

‘‘(A) rules similar to the rules of sub-
section (d)(6) shall apply, and 

‘‘(B) the covered expatriate shall be treat-
ed as having waived any right to claim any 
reduction under any treaty with the United 
States in withholding on any distribution to 
which paragraph (1)(A) applies unless the 
covered expatriate agrees to such other 
treatment as the Secretary determines ap-
propriate. 

‘‘(5) APPLICATION.—This subsection shall 
apply to a nongrantor trust only if the cov-
ered expatriate was a beneficiary of the trust 
on the day before the expatriation date. 

‘‘(g) DEFINITIONS AND SPECIAL RULES RE-
LATING TO EXPATRIATION.—For purposes of 
this section— 

‘‘(1) COVERED EXPATRIATE.— 
‘‘(A) IN GENERAL.—The term ‘covered expa-

triate’ means an expatriate who meets the 
requirements of subparagraph (A), (B), or (C) 
of section 877(a)(2). 

‘‘(B) EXCEPTIONS.—An individual shall not 
be treated as meeting the requirements of 
subparagraph (A) or (B) of section 877(a)(2) 
if— 

‘‘(i) the individual— 
‘‘(I) became at birth a citizen of the United 

States and a citizen of another country and, 
as of the expatriation date, continues to be a 
citizen of, and is taxed as a resident of, such 
other country, and 

‘‘(II) has been a resident of the United 
States (as defined in section 7701(b)(1)(A)(ii)) 
for not more than 10 taxable years during the 
15-taxable year period ending with the tax-
able year during which the expatriation date 
occurs, or 

‘‘(ii)(I) the individual’s relinquishment of 
United States citizenship occurs before such 
individual attains age 181⁄2, and 

‘‘(II) the individual has been a resident of 
the United States (as so defined) for not 
more than 10 taxable years before the date of 
relinquishment. 

‘‘(C) COVERED EXPATRIATES ALSO SUBJECT 
TO TAX AS CITIZENS OR RESIDENTS.—In the 
case of any covered expatriate who is subject 
to tax as a citizen or resident of the United 
States for any period beginning after the ex-
patriation date, such individual shall not be 
treated as a covered expatriate during such 
period for purposes of subsections (d)(1) and 
(f) and section 2801. 

‘‘(2) EXPATRIATE.—The term ‘expatriate’ 
means— 

‘‘(A) any United States citizen who relin-
quishes his citizenship, and 

‘‘(B) any long-term resident of the United 
States who ceases to be a lawful permanent 
resident of the United States (within the 
meaning of section 7701(b)(6)). 

‘‘(3) EXPATRIATION DATE.—The term ‘expa-
triation date’ means— 

‘‘(A) the date an individual relinquishes 
United States citizenship, or 

‘‘(B) in the case of a long-term resident of 
the United States, the date on which the in-
dividual ceases to be a lawful permanent 
resident of the United States (within the 
meaning of section 7701(b)(6)). 

‘‘(4) RELINQUISHMENT OF CITIZENSHIP.—A 
citizen shall be treated as relinquishing his 
United States citizenship on the earliest of— 

‘‘(A) the date the individual renounces his 
United States nationality before a diplo-
matic or consular officer of the United 
States pursuant to paragraph (5) of section 
349(a) of the Immigration and Nationality 
Act (8 U.S.C. 1481(a)(5)), 

‘‘(B) the date the individual furnishes to 
the United States Department of State a 
signed statement of voluntary relinquish-
ment of United States nationality con-
firming the performance of an act of expa-
triation specified in paragraph (1), (2), (3), or 
(4) of section 349(a) of the Immigration and 
Nationality Act (8 U.S.C. 1481(a)(1)–(4)), 

‘‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or 

‘‘(D) the date a court of the United States 
cancels a naturalized citizen’s certificate of 
naturalization. 

Subparagraph (A) or (B) shall not apply to 
any individual unless the renunciation or 
voluntary relinquishment is subsequently 
approved by the issuance to the individual of 
a certificate of loss of nationality by the 
United States Department of State. 

‘‘(5) LONG-TERM RESIDENT.—The term ‘long- 
term resident’ has the meaning given to such 
term by section 877(e)(2). 

‘‘(6) EARLY DISTRIBUTION TAX.—The term 
‘early distribution tax’ means any increase 
in tax imposed under section 72(t), 220(e)(4), 
223(f)(4), 409A(a)(1)(B), 529(c)(6), or 530(d)(4). 

‘‘(h) OTHER RULES.— 
‘‘(1) TERMINATION OF DEFERRALS, ETC.—In 

the case of any covered expatriate, notwith-
standing any other provision of this title— 

‘‘(A) any time period for acquiring prop-
erty which would result in the reduction in 
the amount of gain recognized with respect 
to property disposed of by the taxpayer shall 
terminate on the day before the expatriation 
date, and 

‘‘(B) any extension of time for payment of 
tax shall cease to apply on the day before the 
expatriation date and the unpaid portion of 
such tax shall be due and payable at the time 
and in the manner prescribed by the Sec-
retary. 

‘‘(2) STEP-UP IN BASIS.—Solely for purposes 
of determining any tax imposed by reason of 
subsection (a), property which was held by 
an individual on the date the individual first 
became a resident of the United States 
(within the meaning of section 7701(b)) shall 
be treated as having a basis on such date of 
not less than the fair market value of such 
property on such date. The preceding sen-
tence shall not apply if the individual elects 
not to have such sentence apply. Such an 
election, once made, shall be irrevocable. 

‘‘(3) COORDINATION WITH SECTION 684.—If the 
expatriation of any individual would result 
in the recognition of gain under section 684, 
this section shall be applied after the appli-
cation of section 684. 

‘‘(i) REGULATIONS.—The Secretary shall 
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.’’. 

(b) TAX ON GIFTS AND BEQUESTS RECEIVED 
BY UNITED STATES CITIZENS AND RESIDENTS 
FROM EXPATRIATES.— 
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(1) IN GENERAL.—Subtitle B (relating to es-

tate and gift taxes) is amended by inserting 
after chapter 14 the following new chapter: 

‘‘CHAPTER 15—GIFTS AND BEQUESTS 
FROM EXPATRIATES 

‘‘Sec. 2801. Imposition of tax. 
‘‘SEC. 2801. IMPOSITION OF TAX. 

‘‘(a) IN GENERAL.—If, during any calendar 
year, any United States citizen or resident 
receives any covered gift or bequest, there is 
hereby imposed a tax equal to the product 
of— 

‘‘(1) the highest rate of tax specified in the 
table contained in section 2001(c) as in effect 
on the date of such receipt (or, if greater, the 
highest rate of tax specified in the table ap-
plicable under section 2502(a) as in effect on 
the date), and 

‘‘(2) the value of such covered gift or be-
quest. 

‘‘(b) TAX TO BE PAID BY RECIPIENT.—The 
tax imposed by subsection (a) on any covered 
gift or bequest shall be paid by the person re-
ceiving such gift or bequest. 

‘‘(c) EXCEPTION FOR CERTAIN GIFTS.—Sub-
section (a) shall apply only to the extent 
that the value of covered gifts and bequests 
received by any person during the calendar 
year exceeds the dollar amount in effect 
under section 2503(b) for such calendar year. 

‘‘(d) TAX REDUCED BY FOREIGN GIFT OR ES-
TATE TAX.—The tax imposed by subsection 
(a) on any covered gift or bequest shall be re-
duced by the amount of any gift or estate 
tax paid to a foreign country with respect to 
such covered gift or bequest. 

‘‘(e) COVERED GIFT OR BEQUEST.— 
‘‘(1) IN GENERAL.—For purposes of this 

chapter, the term ‘covered gift or bequest’ 
means— 

‘‘(A) any property acquired by gift directly 
or indirectly from an individual who, at the 
time of such acquisition, is a covered expa-
triate, and 

‘‘(B) any property acquired directly or in-
directly by reason of the death of an indi-
vidual who, immediately before such death, 
was a covered expatriate. 

‘‘(2) EXCEPTIONS FOR TRANSFERS OTHERWISE 
SUBJECT TO ESTATE OR GIFT TAX.—Such term 
shall not include— 

‘‘(A) any property shown on a timely filed 
return of tax imposed by chapter 12 which is 
a taxable gift by the covered expatriate, and 

‘‘(B) any property included in the gross es-
tate of the covered expatriate for purposes of 
chapter 11 and shown on a timely filed re-
turn of tax imposed by chapter 11 of the es-
tate of the covered expatriate. 

‘‘(3) EXCEPTIONS FOR TRANSFERS TO SPOUSE 
OR CHARITY.—Such term shall not include 
any property with respect to which a deduc-
tion would be allowed under section 2055, 
2056, 2522, or 2523, whichever is appropriate, if 
the decedent or donor were a United States 
person. 

‘‘(4) TRANSFERS IN TRUST.— 
‘‘(A) DOMESTIC TRUSTS.—In the case of a 

covered gift or bequest made to a domestic 
trust— 

‘‘(i) subsection (a) shall apply in the same 
manner as if such trust were a United States 
citizen, and 

‘‘(ii) the tax imposed by subsection (a) on 
such gift or bequest shall be paid by such 
trust. 

‘‘(B) FOREIGN TRUSTS.— 
‘‘(i) IN GENERAL.—In the case of a covered 

gift or bequest made to a foreign trust, sub-
section (a) shall apply to any distribution at-
tributable to such gift or bequest from such 
trust (whether from income or corpus) to a 
United States citizen or resident in the same 
manner as if such distribution were a cov-
ered gift or bequest. 

‘‘(ii) DEDUCTION FOR TAX PAID BY RECIPI-
ENT.—There shall be allowed as a deduction 
under section 164 the amount of tax imposed 
by this section which is paid or accrued by a 
United States citizen or resident by reason 
of a distribution from a foreign trust, but 
only to the extent such tax is imposed on the 
portion of such distribution which is in-
cluded in the gross income of such citizen or 
resident. 

‘‘(iii) ELECTION TO BE TREATED AS DOMESTIC 
TRUST.—Solely for purposes of this section, a 
foreign trust may elect to be treated as a do-
mestic trust. Such an election may be re-
voked with the consent of the Secretary. 

‘‘(f) COVERED EXPATRIATE.—For purposes of 
this section, the term ‘covered expatriate’ 
has the meaning given to such term by sec-
tion 877A(g)(1).’’. 

(2) CLERICAL AMENDMENT.—The table of 
chapters for subtitle B is amended by insert-
ing after the item relating to chapter 14 the 
following new item: 

‘‘CHAPTER 15. GIFTS AND BEQUESTS FROM 
EXPATRIATES.’’. 

(c) DEFINITION OF TERMINATION OF UNITED 
STATES CITIZENSHIP.— 

(1) IN GENERAL.—Section 7701(a) is amended 
by adding at the end the following new para-
graph: 

‘‘(50) TERMINATION OF UNITED STATES CITI-
ZENSHIP.— 

‘‘(A) IN GENERAL.—An individual shall not 
cease to be treated as a United States citizen 
before the date on which the individual’s 
citizenship is treated as relinquished under 
section 877A(g)(4). 

‘‘(B) DUAL CITIZENS.—Under regulations 
prescribed by the Secretary, subparagraph 
(A) shall not apply to an individual who be-
came at birth a citizen of the United States 
and a citizen of another country.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Paragraph (1) of section 877(e) is 

amended to read as follows: 
‘‘(1) IN GENERAL.—Any long-term resident 

of the United States who ceases to be a law-
ful permanent resident of the United States 
(within the meaning of section 7701(b)(6)) 
shall be treated for purposes of this section 
and sections 2107, 2501, and 6039G in the same 
manner as if such resident were a citizen of 
the United States who lost United States 
citizenship on the date of such cessation or 
commencement.’’. 

(B) Paragraph (6) of section 7701(b) is 
amended by adding at the end the following 
flush sentence: 

‘‘An individual shall cease to be treated as a 
lawful permanent resident of the United 
States if such individual commences to be 
treated as a resident of a foreign country 
under the provisions of a tax treaty between 
the United States and the foreign country, 
does not waive the benefits of such treaty 
applicable to residents of the foreign coun-
try, and notifies the Secretary of the com-
mencement of such treatment.’’. 

(C) Section 7701 is amended by striking 
subsection (n) and by redesignating sub-
sections (o) and (p) as subsections (n) and (o), 
respectively. 

(d) TERMINATION OF SECTION 877.—Section 
877 is amended by adding at the end the fol-
lowing new subsection: 

‘‘(h) TERMINATION.—This section shall not 
apply to any individual whose expatriation 
date (as defined in section 877A(g)(3)) is on or 
after the date of the enactment of this sub-
section.’’. 

(e) INFORMATION RETURNS.—Section 6039G 
is amended— 

(1) by inserting ‘‘or 877A’’ after ‘‘section 
877(b)’’ in subsection (a), and 

(2) by inserting ‘‘or 877A’’ after ‘‘section 
877(a)’’ in subsection (d). 

(f) CLERICAL AMENDMENT.—The table of 
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the 
following new item: 
‘‘Sec. 877A. Tax responsibilities of expatria-

tion.’’. 
(g) EFFECTIVE DATE.— 
(1) IN GENERAL.—Except as provided in this 

subsection, the amendments made by this 
section shall apply to any individual whose 
expatriation date (as so defined) is on or 
after the date of the enactment of this Act. 

(2) GIFTS AND BEQUESTS.—Chapter 15 of the 
Internal Revenue Code of 1986 (as added by 
subsection (b)) shall apply to covered gifts 
and bequests (as defined in section 2801 of 
such Code, as so added) received on or after 
the date of the enactment of this Act from 
transferors (or from the estates of trans-
ferors) whose expatriation date is on or after 
such date of enactment. 
SEC. 302. CERTAIN DOMESTICALLY CONTROLLED 

FOREIGN PERSONS PERFORMING 
SERVICES UNDER CONTRACT WITH 
UNITED STATES GOVERNMENT 
TREATED AS AMERICAN EMPLOY-
ERS. 

(a) FICA TAXES.—Section 3121 (relating to 
definitions) is amended by adding at the end 
the following new subsection: 

‘‘(z) TREATMENT OF CERTAIN FOREIGN PER-
SONS AS AMERICAN EMPLOYERS.— 

‘‘(1) IN GENERAL.—If any employee of a for-
eign person is performing services in connec-
tion with a contract between the United 
States Government (or any instrumentality 
thereof) and any member of any domesti-
cally controlled group of entities which in-
cludes such foreign person, such foreign per-
son shall be treated for purposes of this 
chapter as an American employer with re-
spect to such services performed by such em-
ployee. 

‘‘(2) DOMESTICALLY CONTROLLED GROUP OF 
ENTITIES.—For purposes of this subsection— 

‘‘(A) IN GENERAL.—The term ‘domestically 
controlled group of entities’ means a con-
trolled group of entities the common parent 
of which is a domestic corporation. 

‘‘(B) CONTROLLED GROUP OF ENTITIES.—The 
term ‘controlled group of entities’ means a 
controlled group of corporations as defined 
in section 1563(a)(1), except that— 

‘‘(i) ‘more than 50 percent’ shall be sub-
stituted for ‘at least 80 percent’ each place it 
appears therein, and 

‘‘(ii) the determination shall be made with-
out regard to subsections (a)(4) and (b)(2) of 
section 1563. 

A partnership or any other entity (other 
than a corporation) shall be treated as a 
member of a controlled group of entities if 
such entity is controlled (within the mean-
ing of section 954(d)(3)) by members of such 
group (including any entity treated as a 
member of such group by reason of this sen-
tence). 

‘‘(3) LIABILITY OF COMMON PARENT.—In the 
case of a foreign person who is a member of 
any domestically controlled group of enti-
ties, the common parent of such group shall 
be jointly and severally liable for any tax 
under this chapter for which such foreign 
person is liable by reason of this subsection, 
and for any penalty imposed on such person 
by this title with respect to any failure to 
pay such tax or to file any return or state-
ment with respect to such tax or wages sub-
ject to such tax. No deduction shall be al-
lowed under this title for any liability im-
posed by the preceding sentence. 
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‘‘(4) PROVISIONS PREVENTING DOUBLE TAX-

ATION.— 
‘‘(A) AGREEMENTS.—Paragraph (1) shall not 

apply to any services which are covered by 
an agreement under subsection (l). 

‘‘(B) EQUIVALENT FOREIGN TAXATION.—Para-
graph (1) shall not apply to any services if 
the employer establishes to the satisfaction 
of the Secretary that the remuneration paid 
by such employer for such services is subject 
to a tax imposed by a foreign country which 
is substantially equivalent to the taxes im-
posed by this chapter. 

‘‘(5) CROSS REFERENCE.—For relief from 
taxes in cases covered by certain inter-
national agreements, see sections 3101(c) and 
3111(c).’’. 

(b) SOCIAL SECURITY BENEFITS.—Subsection 
(e) of section 210 of the Social Security Act 
(42 U.S.C. 410(e)) is amended— 

(1) by striking ‘‘(e) The term’’ and insert-
ing ‘‘(e)(1) The term’’, 

(2) by redesignating clauses (1) through (6) 
as clauses (A) through (F), respectively, and 

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

‘‘(2)(A) If any employee of a foreign person 
is performing services in connection with a 
contract between the United States Govern-
ment (or any instrumentality thereof) and 
any member of any domestically controlled 
group of entities which includes such foreign 
person, such foreign person shall be treated 
as an American employer with respect to 
such services performed by such employee. 

‘‘(B) For purposes of this paragraph— 
‘‘(i) The term ‘domestically controlled 

group of entities’ means a controlled group 
of entities the common parent of which is a 
domestic corporation. 

‘‘(ii) The term ‘controlled group of entities’ 
means a controlled group of corporations as 
defined in section 1563(a)(1) of the Internal 
Revenue Code of 1986, except that— 

‘‘(I) ‘more than 50 percent’ shall be sub-
stituted for ‘at least 80 percent’ each place it 
appears therein, and 

‘‘(II) the determination shall be made with-
out regard to subsections (a)(4) and (b)(2) of 
section 1563 of such Code. 

A partnership or any other entity (other 
than a corporation) shall be treated as a 
member of a controlled group of entities if 
such entity is controlled (within the mean-
ing of section 954(d)(3) of such Code) by mem-
bers of such group (including any entity 
treated as a member of such group by reason 
of this sentence). 

‘‘(C) Subparagraph (A) shall not apply to 
any services to which paragraph (1) of sec-
tion 3121(z) of the Internal Revenue Code of 
1986 does not apply by reason of paragraph (4) 
of such section.’’. 

(c) EFFECTIVE DATE.—The amendment 
made by this section shall apply to services 
performed in calendar months beginning 
more than 30 days after the date of the en-
actment of this Act. 
SEC. 303. INCREASE IN MINIMUM PENALTY ON 

FAILURE TO FILE A RETURN OF TAX. 
(a) IN GENERAL.—Subsection (a) of section 

6651 is amended by striking ‘‘$100’’ in the last 
sentence and inserting ‘‘$135’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to returns 
required to be filed after December 31, 2008. 
TITLE IV—PARITY IN THE APPLICATION 

OF CERTAIN LIMITS TO MENTAL 
HEALTH BENEFITS 

SEC. 401. PARITY IN THE APPLICATION OF CER-
TAIN LIMITS TO MENTAL HEALTH 
BENEFITS. 

(a) INTERNAL REVENUE CODE OF 1986.—Sub-
section (f) of section 9812 is amended— 

(1) by striking ‘‘and’’ at the end of para-
graph (2), and 

(2) by striking paragraph (3) and inserting 
the following new paragraphs: 

‘‘(3) on or after January 1, 2008, and before 
the date of the enactment of the Heroes 
Earnings Assistance and Relief Tax Act of 
2008, and 

‘‘(4) after December 31, 2008.’’. 
(b) EMPLOYEE RETIREMENT INCOME SECU-

RITY ACT OF 1974.—Subsection (f) of section 
712 of the Employee Retirement Income Se-
curity Act of 1974 (29 U.S.C. 1185a(f)) is 
amended by striking ‘‘services furnished 
after December 31, 2007’’ and inserting ‘‘serv-
ices furnished— 

‘‘(1) on or after January 1, 2008, and before 
the date of the enactment of the Heroes 
Earnings Assistance and Relief Tax Act of 
2008, and 

‘‘(2) after December 31, 2008.’’. 
(c) PUBLIC HEALTH SERVICE ACT.—Sub-

section (f) of section 2705 of the Public 
Health Service Act (42 U.S.C. 300gg-5(f)) is 
amended by striking ‘‘services furnished 
after December 31, 2007’’ and inserting ‘‘serv-
ices furnished— 

‘‘(1) on or after January 1, 2008, and before 
the date of the enactment of the Heroes 
Earnings Assistance and Relief Tax Act of 
2008, and 

‘‘(2) after December 31, 2008.’’. 

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from 
New York (Mr. RANGEL) and the gen-
tleman from Louisiana (Mr. MCCRERY) 
each will control 20 minutes. 

The Chair recognizes the gentleman 
from New York. 

Mr. RANGEL. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, the bill before us has 
been passed before, and they call it the 
HEART bill, Heroes Earnings Assist-
ance and Relief Tax Act of 2008. I would 
prefer to call it the ‘‘Thank You’’ bill. 
Thank you for the tens of thousands of 
American men and women who have 
come to America’s call to fight this 
war and to place themselves at risk be-
cause our Commander in Chief and our 
Nation have called them. 

It is very difficult for me to think of 
any people that we should be saying 
‘‘thank you’’ more to than this group, 
who are not Democrats and Repub-
licans, are not politicians, but people 
whom America has depended on since 
its very beginning, and, that is, people 
who are willing to make the ultimate 
sacrifice because their country asked 
them to do it. 

We have recently passed a bill which 
is the equivalent, if not expanded, the 
GI Bill, so that those that do get back, 
many of them without limbs, many of 
them without jobs, would be able to get 
a decent education. This kind of en-
hances the ability for them to get their 
pensions, to get homes, and to remove 
the impediments that these brave peo-
ple deserve. And one of the things that 
we’re proudest of is that we have re-
moved some type of impediment that 
will allow our fighting soldiers to be 
able to get the benefits of some of our 
tax laws even though they have mar-
ried immigrants. So it is something 

that I am certain that everyone in this 
House and most all Americans would 
be supporting. 

What a great honor it is for me to 
yield the balance of my time in support 
of this bill to Admiral JOE SESTAK from 
the Seventh District of Pennsylvania. 
It’s so easy for all of us to talk about 
sacrifices and so seldom that we find 
someone who has dedicated 31 years of 
his very young life for the defense of 
this great Nation of ours. 

He has been the commander of an air-
craft carrier of 30 U.S. and allied ships, 
over 15,000 sailors, 100 aircrafts; and 
this is only part of what the three-star 
Admiral in the United States Navy has 
done. How lucky we are in this Nation 
and, more specifically, in this Congress 
to have this distinguished Member 
speak in support of this bill, one who 
probably knows more about the needs 
of our service people than most of us 
ever hope to find out. 

So with the Speaker’s permission and 
unanimous consent of this body, I ask 
you to allow me to yield the balance of 
my time for purposes of picking other 
speakers to Congressman/Representa-
tive/Admiral JOE SESTAK of the Sev-
enth District of Pennsylvania. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from New York? 

There was no objection. 
Mr. MCCRERY. Mr. Speaker, I rise in 

support of H.R. 6081, the Heroes Earn-
ings Assistance and Relief Tax Act of 
2008, and I yield myself such time as I 
may consume. 

Mr. Speaker, first I want to commend 
the chairman of the Ways and Means 
Committee, Mr. RANGEL, for bringing 
this bill to the floor today. It’s cer-
tainly a bill that has bipartisan sup-
port, bicameral support, and I will talk 
a little bit more about that in my re-
marks. 

People watching this on C–SPAN 
may think they have gone into reruns. 
We haven’t. This bill has been dis-
cussed on the floor of the House before 
and, in fact, passed through the House 
before. Unfortunately, though, we 
never could get the Senate version and 
the House version reconciled and get a 
bill to the President. So here we are 
again starting this process in the 
House, passing a bill today, hoping to 
get finally some agreement so that we 
can get this bill to the President and 
we can give some relief to our soldiers 
in the military. 

This bill provides certain tax benefits 
to members of the military. It provides 
tax credits to housing projects for low- 
income families. But the specific thing 
that it fixes is, with respect to low-in-
come housing and the eligibility for 
that, when testing to see if a family’s 
income makes them eligible, current 
law excludes the value of a section 8 
voucher provided by HUD. But a fam-
ily’s income does include the value of a 
base housing allowance provided to 
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members of the Armed Forces. This 
bill, for whatever reason, doesn’t ad-
dress this issue. In the past other 
versions of this legislation have. Con-
gressman MORAN of Kansas and Sen-
ator ROBERTS of Kansas have tried to 
address this problem in legislation, and 
the other body has included it. And 
that’s one of the things that led to last 
year’s deadlock. I personally wish that 
this provision were included, and I 
hope before the end of the process, we 
can address that. 

But there are many good things in 
the bill before the House today, includ-
ing provisions to ensure that combat 
pay does not diminish the earned in-
come credit. The bill also contains im-
portant language allowing active-duty 
Reservists to make penalty-free with-
drawals from retirement plans and per-
mits contributions of military death 
benefit gratuities into a Roth IRA or 
education savings account without re-
gard to annual contribution limits. 
Other provisions in the bill amend the 
Supplemental Security Income pro-
gram to expand eligibility for, and in-
crease SSI benefit payments to, certain 
military families, veterans, and 
AmeriCorps participants. 

This bill does contain one other 
change from the bill debated last year 
that merits mentioning today. It al-
lows stimulus checks to be mailed to 
families in which one spouse is a mem-
ber of the military and the other does 
not have a valid Social Security num-
ber. I understand the reasons for this 
provision, and I’m sure as this bill 
works its way through the process, we 
will have an opportunity to examine 
this provision further to make sure 
that it’s administrable and workable. 

Finally, one other provision deserves 
particular mention both because of its 
merits and because it’s a great example 
of how one person’s good idea brought 
to the attention of a Member of Con-
gress can make its way to the forefront 
of a legislative agenda. Health care 
flexible spending accounts, known as 
FSAs, have a use-it-or-lose-it rule. If 
you don’t use all the money by the end 
of the year, the money goes back to 
your employer. Funds deposited into 
an FSA are put there on a pretax basis, 
or a tax-free basis. So it’s a very at-
tractive benefit for employees. 

This bill modifies the FSA program 
to allow a plan to return deposited 
funds to an employee at the end of the 
year if that amount remains unspent 
because the individual was called to ac-
tive-duty military service. This is a 
very, I think, fair change to the under-
lying program. It’s an issue that one of 
Mr. BARTON’s, JOE BARTON’s, constitu-
ents raised with him, and I applaud 
him and his lead cosponsor, the gen-
tleman from Virginia (Mr. BOUCHER), 
for crafting a simple solution to this 
problem. 

Mr. Speaker, I once again want to 
thank the chairman and the staff of 

the Ways and Means Committee for 
their work on this issue, and I urge 
passage. 

Mr. Speaker, I reserve the balance of 
my time. 

b 1030 
Mr. SESTAK. Mr. Speaker, I have 

asked the nonpartisan Joint Com-
mittee on Taxation to make available 
to the public a technical explanation of 
the tax provisions of H.R. 6081. The 
technical explanation expresses the 
committee’s understanding and the 
legislative intent behind this impor-
tant legislation. This explanation, doc-
ument JCX–44–08, is currently avail-
able on the Joint Committee’s Web 
site. 

GENERAL LEAVE 
Mr. SESTAK. I ask unanimous con-

sent that all Members may have 5 leg-
islative days in which to revise and ex-
tend their remarks and include extra-
neous material on H.R. 6081, as amend-
ed. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Pennsylvania? 

There was no objection. 
Mr. SESTAK. I yield the gentleman 

from Washington 2 minutes. 
Mr. MCDERMOTT. Mr. Speaker, the 

brave men and women who are in 
harm’s way right now serving and de-
fending America should not be sub-
jected to unfair taxes or barriers to as-
sistance. But that is exactly what is 
happening today, and this legislation 
will change that for members of the 
military and others serving our Nation, 
for instance, in AmeriCorps. 

Ways and Means Chairman CHARLIE 
RANGEL recognized the burden being 
placed on our heroes and included pro-
visions that will alter over a dozen tax 
provisions and remove barriers to other 
benefit programs for military families. 
It’s the least we can do for those who 
do so much for us. The chairman, a vet-
eran, and I, also a veteran, are proud to 
bring legislation to the floor that dem-
onstrates the House fully and fairly 
supports our soldiers. 

For instance, there are provisions in 
the legislation that improve how the 
Supplemental Security Income, or SSI 
program, treats military families, vet-
erans, and those who have served our 
country. Under current law, some mili-
tary families lose part of their SSI ben-
efits because a portion of their com-
pensation is counted as unearned in-
come. This bill would stop that unfair 
treatment. 

The Congressional Budget Office esti-
mates this change alone would affect 
about 3,000 military families with dis-
abled children. In addition to helping 
military families, the legislation would 
ensure that AmeriCorps volunteers do 
not unfairly lose their SSI benefits. 
More specifically, the bill would pre-
vent allowances provided to 
AmeriCorps participants from reducing 
SSI benefits. 

On the tax side, the chairman in-
cluded an initiative that Mr. VAN 
HOLLEN and I proposed that would re-
move an obstacle for some Americans 
who serve in the Peace Corps. This pro-
vision ensures that overseas service by 
Peace Corps volunteers does not arbi-
trarily remove the exclusion for cap-
ital gains tax on a principal residence. 
This protection is similar to one al-
ready provided to Americans working 
for the Foreign Service. 

Mr. Speaker, all of these provisions 
aim to ensure that service to our Na-
tion does not disadvantage those who 
serve. 

The SPEAKER pro tempore. The 
time of the gentleman from Wash-
ington has expired. 

Mr. SESTAK. I yield the gentleman 
30 additional seconds. 

Mr. MCDERMOTT. Because the legis-
lation deals with arcane areas like the 
Tax Code, this may not sound exciting, 
but it’s very important. This legisla-
tion tells our soldiers in word and deed 
that we thank them for their service 
and we are watching out for them, just 
as they are watching out for us. This 
small measure of fairness deserves 
every Member’s support. 

Mr. MCCRERY. At this time I yield 2 
minutes to the gentlelady from North 
Carolina (Ms. FOXX). 

Ms. FOXX. Mr. Speaker, I too am 
here to support H.R. 6081, the Heroes 
Earnings Assistance and Relief Tax 
Act, and I think that it is very, very 
important that we look for every way 
possible to give relief to our folks who 
are serving in the military. 

I am pleased to say that 2 years ago, 
the President signed into law a bill 
that I call the HERO Act, which al-
lowed folks who earned combat pay to 
use that pay to go into taking out an 
IRA. Again, the idea came from an av-
erage citizen who notified our office of 
a concern because his son had tried to 
invest his combat pay into an IRA, 
looking to prepare for his future. We 
were able to get that bill passed 
through the Ways and Means Com-
mittee 2 years ago, and that bill went 
through a similar experience that this 
bill is going through, having passed, 
then meeting problems in the Senate, 
then having to pass again. 

But I think this bill contains so 
many elements that will advantage 
people who are willing to serve in the 
military, and as Chairman RANGEL has 
said, these are the people who have 
kept us free from the beginning of this 
country, and I think that anything 
that we can do to help them, we need 
to do. 

I also recommend that we do some-
thing to lower our gas prices, which 
will help their families who are staying 
here in this country while they may be 
overseas fighting for our freedom to 
deal with the rising cost of gas prob-
lems. I call on the Democrat majority 
to come up with their commonsense 
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plan that they have said that they had 
to help us lower gas prices, not just for 
our military, but for all Americans. 

Mr. SESTAK. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, I joined up in the mili-
tary during the Vietnam conflict, and 
at that time, and still today, we don’t 
have human resource departments in 
the U.S. military. You tend, as a young 
division officer, to take care of the 
challenges that your young men and 
women have, and their families your-
self, whether it’s an eviction notice or 
whether it’s a health issue, or whether 
it is, as thousands at that time and 
through the eighties used to have to go 
out and get their food stamps in order 
to continue their quality of life, you 
took care of them. 

This bill takes a significant step, I 
believe. As Mr. RANGEL insinuated, it’s 
a small step, but it is a significant 
step. I say that because the most mov-
ing picture I have ever seen in the Pen-
tagon is one that is across from the 
Secretary of Defense’s office. It’s of a 
young servicemember kneeling in 
church and alongside of him is his wife 
and a young child. And under it is this 
great saying from the Bible, where God 
turns to Isaiah and says, ‘‘Whom shall 
I send, and who will go for us?’’ and 
Isaiah replies, ‘‘Here am I. Send me.’’ 

We send them, and we need to wel-
come them when they come back. The 
commissary bags also used to have on 
them, ‘‘The hardest job in the military 
is a military spouse.’’ What this bill 
does is takes care of the cost of life. 
But it also is significant that it takes 
care of the cost of loss of life. Because 
what distinguishes this profession from 
anyone else’s is that it has the dignity 
of danger about it, where the loss of 
life may occur. 

So in this bill it ensures if an em-
ployer still wants to, even after a death 
of a servicemember, contribute to his 
retirement plan, he can. It also then 
permits the spouse, having lost a serv-
icemember, can actually then place 
this military gratuity benefit into an 
IRA without any penalty. It does much 
for our servicemembers; that lets them 
take combat pay, for example, and 
place it towards earned income so that 
they can move into the middle class as 
an earned income tax credit. 

In my mind, this is an excellent bill 
that has come out, and it has bipar-
tisan agreement. But the reason I 
think this is so important today is that 
our servicemembers returning from 
overseas, 19 percent of them have post- 
traumatic stress disorder, 33 percent of 
them have a mental challenge, from 
depression to anxiety. 

This war is different. In World War 
II, the average soldier went into battle 
182 days. He had time to rest in be-
tween major battles to get his nerves 
back in shape. Our soldiers in Iraq go 
outside the wire every day for 15 
straight months into a combat-like sit-

uation. They are a strong generation, 
but this war is different. 

So therefore as we keep that in mind 
for those who say, Here am I, send me, 
we should also keep in mind that what 
we are doing here is when the great 
warriors Jonathan and David departed 
for the last time in the Bible, Jonathan 
turned to David and said, Tomorrow 
there shall be a new moon and thou 
shall be missed because thy seat shall 
be empty. 

This seat should never be empty. It 
should be filled with a legacy of what 
they have done for this Nation. This 
bill, in my mind, takes a step, a small 
but significant step to remembering 
that these men and women who have 
served this Nation should continue to 
be welcomed home by us with a legacy 
of thanks that this bill does. 

I reserve the balance of my time. 
Mr. MCCRERY. Mr. Speaker, I yield 1 

minute to the distinguished gentleman 
from Texas (Mr. BRADY), a member of 
the Ways and Means Committee. 

Mr. BRADY of Texas. I appreciate 
Mr. MCCRERY’s leadership on veterans 
issues. 

Mr. Speaker, I rise in support of this 
bill on the floor today that will provide 
additional tax relief to our Nation’s 
veterans, especially those who are 
seeking to purchase homes. This bill 
ensures that our veterans who serve 
their Nation after 1977, including those 
who have served in Iraq and Afghani-
stan, can qualify for low-interest home 
loans financed by Qualified Veterans 
Mortgage Bonds. In Texas, this is im-
portant. This bill will enable the Texas 
Veterans Land Board, led by Commis-
sioner Jerry Patterson, to expand its 
existing low-interest loan program to 
serve thousands of more Texas vet-
erans. 

For all the sacrifice our veterans 
have made to defend our country, it’s 
only right that we help them own a 
home upon returning home. 

Mr. SESTAK. I yield 2 minutes to the 
gentleman from Illinois. 

Mr. EMANUEL. About a week ago, 
this Congress passed the most com-
prehensive update of the GI Bill of 
Rights for both Active Duty, Guard and 
Reserve soldiers. We follow up that leg-
islation with what we are doing today 
to also update our laws as relates to 
active duty soldiers and their families. 

The fact is, as my colleague from the 
Philadelphia area said, this war is dif-
ferent. We have noted the difference. 
We need to adjust our policy and our 
legislation and our laws to the fact 
that this war has gone on longer than 
anybody predicted, cost more in lives, 
treasure, and reputation than any war 
in America’s past. 

So today we take another small step 
to change our laws to reflect this dif-
ferent kind of war to make sure those 
soldiers and their families are rep-
resented in the laws we pass today. 
Now many will talk about some of the 

benefits, and they should. I want to 
talk about one particular provision 
that I put in here with my colleague 
from Indiana, who you will hear from 
later, Congressman ELLSWORTH, about 
how we pay for this, because it doesn’t 
add one penny to the deficit. 

It closes down a tax loophole used by 
KBR, a company, that it set up off-
shore in the Cayman Islands a sub-
sidiary, and it never paid Social Secu-
rity taxes, Medicare taxes, unemploy-
ment insurance taxes to 10,000 workers. 
Never paid any of those taxes on any of 
those employees. This legislation shuts 
that down. 

Those employees were over there. 
And what happened? This company 
gave contaminated water to our sol-
diers, who ended up, many of them, in 
the hospital getting health care by the 
basic facilities we have over in Iraq. 
Our soldiers got contaminated water, 
our taxpayers got ripped off because 
they had to cover for another company 
what they didn’t pay in their fair 
share, and a company was set up off-
shore to do all of that. 

The SPEAKER pro tempore. The 
time of the gentleman from Illinois has 
expired. 

Mr. SESTAK. I yield the gentleman 
an additional 30 seconds. 

Mr. EMANUEL. It’s ironic that it 
took 4 years to close this offshore loop-
hole. But we are shutting it down and 
paying for all these other benefits to 
ensure that this company and other 
companies like it who set up in the 
Cayman Islands do not go around the 
law of the United States to come in 
under budget, knowing the fact they 
never paid their fair share of taxes. 

It’s a small step. It also is an indica-
tion we need to start changing the law 
because there is over 12,000 companies 
in the Cayman Islands alone set up 
over there, avoiding their fair share of 
taxes while the American taxpayers 
have to pay their portion. 

So I am pleased that we are doing 
this, giving the benefits to the GIs and 
their families, but, most importantly, 
closing down an egregious loophole to 
do that. 

Mr. MCCRERY. Mr. Speaker, I yield 3 
minutes to the gentleman from Kansas 
(Mr. MORAN). 

Mr. MORAN of Kansas. Mr. Speaker, 
I thank the gentleman from Louisiana 
for yielding me his time. 

I am here to commend the Ways and 
Mean Committee’s efforts to make the 
Tax Code more equitable to our 
servicemembers. However, once again, 
I am on the floor to express my dis-
appointment that the bill does not in-
clude an important provision providing 
more affordable housing opportunities 
for our servicemembers and their fami-
lies. 

This fix to the Tax Code that is miss-
ing from this legislation would prevent 
lower income military personnel from 
being discriminated against when ap-
plying for affordable housing built 
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under the Low Income Housing Tax 
Credit program. There is a strong need 
for the tax bill that we are considering 
today, but the Senate will not approve 
it without this additional provision. 

A number of military installations 
across the country are experiencing 
housing shortages as a result of the 
2005 BRAC. 

b 1045 

Fort Riley, an Army post located in 
the State of Kansas, is nearly doubling 
its size with an influx of 30,000 soldiers, 
family members and civilian workers. 

When these new soldiers live outside 
the fort, they receive a military hous-
ing allowance for the use in paying 
rent. Though the Tax Code does not 
treat this housing allowance as taxable 
income, it is considered income when 
determining a military family’s eligi-
bility to live in facilities financed by 
low-income housing tax credits. The re-
sult is that many servicemembers, par-
ticularly our enlisted ones, are consid-
ered to earn too much income and thus 
are disqualified from accessing this af-
fordable housing program. However, 
comparative low-income civilians re-
ceiving section 8 housing vouchers are 
more likely to qualify for this same 
housing. This is because, unlike the 
military housing subsidy, the Tax Code 
exempts section 8 assistance from 
being considered income. 

Our Nation’s military families de-
serve access to safe, decent, affordable 
housing, and they should be given a 
fair opportunity to qualify for it. Last 
December the Senate acted to fix this 
inequality, and the Senate included in 
their version of this legislation a provi-
sion exempting military housing allow-
ance from income eligibility require-
ments when qualifying for affordable 
housing. 

The SPEAKER pro tempore. The 
time of the gentleman has expired. 

Mr. MCCRERY. I yield the gentleman 
1 additional minute. 

Mr. MORAN of Kansas. Under this 
Senate provision, the Governor of each 
State would be allowed to make this 
exemption if he or she determines that 
it is needed for a certain military in-
stallation within that State. This Sen-
ate provision is patterned after USDA’s 
WIC nutrition programs for women, 
children and infants, and provides 
State agencies a similar option for WIC 
eligibility. Unfortunately, the House 
majority’s refusal to include this provi-
sion has stalled this important tax leg-
islation from moving forward. 

The men and women serving our Na-
tion are waiting for us to act, and I 
hope that the changes made by the 
Senate, which narrow the scope of the 
provision, will address many of the ma-
jority’s concerns and a compromise can 
be reached. Until then, military fami-
lies who are applying to live in afford-
able housing continue to encounter 
this discrimination. 

While I will vote for H.R. 6081, our 
military men and women deserve a bet-
ter shot at affordable housing. 

Mr. SESTAK. Mr. Speaker, I yield 2 
minutes to my colleague from Indiana 
(Mr. ELLSWORTH). 

Mr. ELLSWORTH. Mr. Speaker, I 
thank the gentleman for yielding. 

Mr. Speaker, I rise today in support 
of H.R. 6081, the Heroes Earnings As-
sistance and Relief Tax Act of 2008. 
This important legislation will provide 
well-deserved tax benefits to assist our 
military personnel and their families, 
our veterans, and a group that doesn’t 
get nearly enough credit across our Na-
tion, the volunteer firefighters. 

I would like to for just a minute pick 
up on what Congressman EMANUEL said 
a few minutes ago and discuss one of 
the offsets used to pay for this tax re-
lief for American heroes. 

It has been reported that recently 
some government contractors are using 
offshore tax havens to avoid paying the 
payroll taxes that they owe our gov-
ernment. We introduced the Fair Share 
Act to put a stop to this abuse, and as 
a Blue Dog and a believer in pay-as- 
you-go budgeting, I am proud to have 
that legislation included as part of this 
important bill today. It will end the 
practice of government contractors 
setting up shell companies in the Cay-
man Islands to avoid paying into the 
Social Security and Medicare payroll 
taxes. 

The people back home in Indiana 
play by the rules and pay their taxes. I 
don’t think it is too much to ask our 
government contractors to do the 
same. They are receiving millions of 
dollars, sometimes billions in tax dol-
lars, and I think it is time they do the 
same thing. 

So I urge my colleagues to support 
this bill and send a strong message 
from the Congress that it is not going 
to stand by and let contractors cheat 
the workers, cheat the government and 
cheat the American taxpayers. 

Mr. MCCRERY. Mr. Speaker, I ask 
unanimous consent that the gentleman 
from Illinois (Mr. WELLER), a member 
of the Ways and Means Committee, be 
allowed to allocate the remainder of 
the time on our side. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Louisiana? 

There was no objection. 
Mr. WELLER of Illinois. Mr. Speak-

er, it is my understanding that we have 
no additional speakers, so I will reserve 
the balance of my time. 

Mr. SESTAK. Mr. Speaker, I yield 2 
minutes to my fellow Pennsylvanian 
(Mr. ALTMIRE). 

Mr. ALTMIRE. Mr. Speaker, I thank 
the gentleman, my friend and col-
league from the great State of Pennsyl-
vania. 

Mr. Speaker, last fall I introduced 
the Active Duty Military Tax Relief 
Act to assist our brave men and women 

in uniform who are serving our country 
with honor and distinction, and I am 
pleased that significant provisions pro-
posed in my bill are incorporated in 
their entirety into the bill we are dis-
cussing today, the bipartisan HEART 
Act. 

Servicemembers are often confronted 
with transitional issues when called to 
duty, and the bill we are debating 
today includes provisions from my bill 
making essential tax relief for our 
military families permanent by pro-
viding incentives to ensure that Re-
servists who are called up for active 
duty do not suffer a pay cut. This bill 
also makes it easier for veterans to be-
come homeowners, and it includes 
other provisions from my bill allowing 
recipients of the military death benefit 
gratuities to make contributions of up 
to $100,000 into tax-favored accounts, 
such as Roth IRAs and Education Sav-
ings Accounts. 

Mr. Speaker, we spend a lot of time 
in this Congress talking about sup-
porting our troops, and we are pro-
viding further evidence today that we 
are going to support our troops with 
our actions and not just our words. The 
HEART Act is another sign of our com-
mitment to our Nation’s heroes, and I 
encourage all of my colleagues to sup-
port this bill. 

Mr. WELLER of Illinois. Mr. Speak-
er, again, we have no additional speak-
ers, and I reserve the balance of my 
time. 

Mr. SESTAK. Mr. Speaker, I yield 2 
minutes to the gentlewoman from Cali-
fornia (Mrs. DAVIS). 

Mrs. DAVIS of California. Mr. Speak-
er, I would like to thank Chairman 
RANGEL and my colleagues on the Ways 
and Means Committee for including 
provisions from H.R. 337 and H.R. 515 in 
the HEART Act. Including these two 
bills is particularly meaningful for me 
because both were inspired by 
servicemembers and veterans in my 
district who came to me and said we 
have problems needing your attention. 

The first bill addresses a harmful 
glitch in the Supplemental Security 
Income program. Because eligibility 
for SSI benefits is based on income, a 
family struggling to get by actually 
loses benefits for their children from 
any increase in military pay considered 
‘‘unearned income.’’ Military families 
do not deserve to lose the benefits they 
badly need because a parent chooses to 
serve in the Armed Forces. 

The second bill fixes a serious flaw in 
the CalVet Home Loan program lim-
iting eligibility to servicemembers who 
signed up prior to 1977. This prevents 
many veterans from the first Gulf War 
and nearly all veterans from the wars 
in Afghanistan and Iraq from taking 
advantage of the CalVet program. H.R. 
6081 removes the date of service provi-
sion, giving servicemembers retiring in 
California a greater opportunity to 
own a home. 
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Mr. WELLER of Illinois. Mr. Speak-

er, before yielding back my time, I 
want to rise in support of H.R. 6081, the 
Heroes Earnings Assistance and Relief 
Tax Act of 2008. I particularly want to 
point out that this product that is be-
fore us today is bipartisan. It is clear 
that both Republicans and Democrats 
want to ensure that our men and 
women in uniform, those who stand 
and every day place their lives at risk 
to defend our freedoms and the values 
that our Nation represents, that we 
provide help for them and their fami-
lies. I commend Chairman RANGEL and 
ranking member Mr. MCCRERY for 
their leadership in putting together 
this bipartisan bill that helps our mili-
tary and their families. 

I urge a bipartisan ‘‘aye’’ vote. 
Mr. Speaker, I yield back the balance 

of my time. 
Mr. SESTAK. Mr. Speaker, I yield 

myself the remainder of my time. 
When General Akhromeyev came 

from the Soviet Union to visit the 
United States when the Soviet Union 
was breaking up, Admiral Crowe took 
him to many places, including an air-
craft carrier. When he departed the air-
craft carrier, he was asked by Admiral 
Crowe, Chairman of Our Joint Chiefs of 
Staff, ‘‘What most impressed you?’’ He 
turned to him and looked him in the 
eye and said, ‘‘Your enlisted man.’’ 

It is why General Washington, when 
he established the very first ribbon in 
the United States Army, a piece of pur-
ple ribbon which is today’s Purple 
Heart, dictated that that award would 
only be given to enlisted men. The en-
listed servicemembers are the heart of 
our military, and this bill is focused 
upon them. They are the ones who say, 
‘‘Here am I. Send me.’’ 

I commend both sides of the aisle for 
recognizing who most deserves being 
remembered for the sacrifice to this 
Nation. It is the enlisted man and 
woman. 

Mr. RANGEL. Mr. Speaker, today, we may 
each have our own convictions about this war, 
and no matter what those may be, I think I 
can safely say that we stand united in our 
support for our troops and their families. 

No one here today can challenge the com-
mitment, the dedication, or the bravery of our 
men and women who have responded to this 
national call. 

They have made sacrifices that very few 
Americans have ever been called on to 
make—many have paid with their lives, and 
many others with the loss of limbs and mental 
injuries we will never be able to comprehend. 

We all know the great value of education 
benefits for our military. I wil1. continue to fight 
for an increase that exceeds what our Presi-
dent has requested in GI education benefits 
and in military pay for our sons and daughters 
who serve in the military. Our men and 
women need it and they have earned every bit 
of it, and more. 

The bill being considered today cannot 
make up for the debt we owe to these men 
and women and their families. We cannot 

make up for the loss of life and limb and the 
mental anguish they will endure. 

But today, we will play a small positive role 
that I know is supported by every Member of 
this body. Today, we will vote to pass a small 
token of our gratitude—a small step in the 
right direction. 

This bill is expected to be taken up by the 
Senate after we pass it here today and sent 
to the President this week. This is very fitting 
as we leave to celebrate Memorial Day—a 
day of remembrance for all who sacrificed in 
war for our country. 

There is a provision in this bill that has been 
added since we passed the bill last year. The 
provision would ensure that a member of the 
military, who is married to an immigrant 
spouse would qualify for the stimulus rebate 
payment even if such spouse does not yet 
have a Social Security number. 

This fix was necessary because in the zeal 
to impose anti-immigrant philosophy, language 
was added to the legislation for the stimulus 
rebate payments which now has a negative ef-
fect on some of our military and their families, 
even as they are off fighting a war. 

This should serve as a great lesson in cau-
tion and being circumspect before we allow 
our deep-seated feelings to get the best of us. 

We must learn from these lessons even as 
we fight to improve the lives of those who fight 
for our country through improved GI education 
benefits, pay increase, better health care serv-
ices, and increased disability benefits. 

This bill has been a labor of love. We 
passed a very similar bill (H.R. 3997) 410–0 
on December 18, 2009, and had hoped to get 
it signed into law before the end of last year. 
Yet, despite the total bipartisan nature of this 
bill, we were unable to get it to the President’s 
desk before the end of December, 2007. So, 
here we are again. Persistent to the end. 

This bill is small but means a lot to many 
people. The Committee has received more 
calls on this bill than we could have imagined. 
People are calling to find out when the bill will 
become law. 

Today gives us fresh hope—it looks like we 
will actually do it this time. I am proud to be 
a part of this small but important effort for our 
military men and women and their families 
who continue to give so much to our country. 

Mr. KIND. Mr. Speaker, I rise today in 
strong support of H.R. 6081, the Heroes Earn-
ings Assistance and Relief Tax (HEART) Act 
of 2008. This bill provides a number of much 
needed and deserved tax benefits to members 
of the military, their families, and veterans. 
Specifically, I am proud that the Qualified Vet-
erans’ Mortgage Bonds (QVMB) program, 
which impacts my home State of Wisconsin, 
was renewed and reformed so that the dream 
of home ownership will continue to be a reality 
for thousands of veterans. 

Under the HEART Act, the QVMB program 
will be expanded to allow $100 million annu-
ally in tax exempt bonding for the Wisconsin 
Department of Veterans Affairs (WDVA) State 
veterans home loan program—enough funding 
to aid about 600 State veterans in obtaining 
low interest rate home loans. This program is 
more important now than ever before with the 
ongoing credit crisis in this country, and I am 
proud we were able to expand it. In Wisconsin 
alone, the WDVA has made over 54,000 
home loans to veterans through this program. 

Other important provisions in this bill include 
allowing combat pay for troops to count as 
earned income for the Earned Income Tax 
Credit and making permanent the Internal 
Revenue Code provision that allows active 
duty reservists to make penalty-free with-
drawals from their retirement plans. 

Our military service men and women have 
sacrificed a great deal to protect the freedoms 
that we so deeply cherish in this country. Their 
sacrifices and extended tours of duty in Iraq 
and Afghanistan, however, have placed great-
er economic hardships on their families here 
at home. The bill before us today will help al-
leviate some of those hardships by giving mili-
tary families much needed and deserved tax 
relief and making permanent some of the tem-
porary provisions that Congress has pre-
viously enacted. 

The HEART Act is one simple but significant 
way we can thank our troops for their service 
to our country. I thank Chairman RANGEL and 
Ranking Member MCCRERY for their bipartisan 
leadership on this legislation, and I urge my 
colleagues to support our men and women in 
the military by passing this legislation. 

Mr. CONYERS. Mr. Speaker, today I rise in 
strong support of H.R. 6081, the Heroes Earn-
ings Assistance and Relief Tax (HEART) Act 
of 2008. This bill provides tax relief to Amer-
ica’s heroic servicemembers. As a veteran of 
the Korean war, it is imperative that we assist 
the brave men and women who put their lives 
at risk in defending our Nation in any way we 
can. 

H.R. 6081 will improve tax benefits to mem-
bers of the armed services. For example, to-
day’s legislation permanently extends the 
Earned Income Tax Credit for combat pay, al-
lows for penalty-free withdrawal from service-
member pension plans, allows access for 
funds in Flexible Savings Accounts, and lets 
military death benefits to roll over into a Roth 
IRA or Education Savings Account. Given the 
crisis in the housing market, I am particularly 
heartened that H.R. 6081 permanently estab-
lishes mortgage bonds used to finance home 
purchases by veterans. 

Mr. Speaker, this bill also extends the Eco-
nomic Stimulus rebates that are being deliv-
ered as we speak today. H.R. 6081 humanely 
permits servicemembers who are married to 
foreigners to receive the full value of their re-
bate. 

Lastly, the bill will restrict government con-
tractors who move offshore to avoid paying 
Social Security and Medicare benefits. It is 
shocking that government contractors receive 
millions, or even billions, of taxpayer dollars 
and then try to avoid paying their fair share of 
taxes. 

We have put our Nation’s finest men and 
women in a senseless war without an end. 
The least we can do is allow their families to 
enjoy the same benefits as their neighbors. 
Mr. Speaker, this is a commonsense bill and 
I urge my colleagues to support it. 

Mr. LARSON of Connecticut. Mr. Speaker, I 
rise today to commend the Committee on 
Ways and Means for passing this important 
legislation, the Heroes Earnings Assistance 
and Tax Relief Act. This legislation brings nec-
essary tax relief to members of our armed 
services, veterans and their families and it 
also contains important technical corrections 
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to a law that provides tax relief to volunteer 
emergency first responders. 

Like our men and women in the armed serv-
ices, volunteer emergency first responders 
provide a crucial service to our communities. 
They are in the front lines in the case of fire, 
natural disaster or other emergency. The ma-
jority of these brave men and women are vol-
unteers and give up their time out of a sense 
of obligation to their communities. We owe 
them a debt of gratitude for their service. 

This technical correction clarifies that prop-
erty tax rebates and other benefits that are 
made to volunteer emergency first responders 
and are excluded from gross income are not 
subject to Social Security tax or unemploy-
ment tax. This was the intent of the original 
legislation and I appreciate the opportunity to 
clarify this through HR. 6081, the Heroes 
Earnings Assistance and Tax Relief Act. 

Ms. MCCOLLUM of Minnesota. Mr. Speak-
er, I rise in strong support of H.R. 6081, the 
Heroes Earnings Assistance and Relief Tax 
(HEART) Act and to commend Speaker 
PELOSI and Chairman RANGEL for their perse-
verance in getting this important bill to the 
President’s desk. 

H.R. 6081 includes vital tax provisions that 
help military families facing significant financial 
hardships due to extended deployments. Ac-
cording to a Department of Defense survey, 
55 percent of married National Guardsmen 
and Reservists suffer a loss of income when 
they are called to active duty. The Heart Act 
helps to fix this problem by providing a tax 
credit of up to $4,000 for small businesses 
that continue to pay National Guard and Re-
serve employees when they are called to 
serve. 

This important bill makes permanent several 
IRS provisions that relieve economic hard-
ships as a result of military service including 
the Earned Income Tax Credit for families of 
soldiers in combat. H.R. 6081 also allows 
more military families to be eligible for the 
economic stimulus rebates and makes it easi-
er for veterans to become homeowners 
through low-interest loans. 

The Heart Act is fully offset and will not in-
crease our national debt. It pays for these tax 
breaks by closing an offshore loophole that al-
lows government contractors, who receive mil-
lions or billions in taxpayers’ dollars, to set up 
companies in foreign countries to avoid paying 
Social Security and Medicare taxes. For ex-
ample, defense contractor KBR, has report-
edly avoided paying over $100 million in So-
cial Security and Medicare taxes by creating 
shell companies in the Cayman Islands. H.R. 
6081 also stops tax benefits for Americans 
who renounce their citizenship in order to 
avoid paying U.S. taxes. 

The men and women of the armed forces 
who serve this country with honor during times 
of war should be assured that their families 
will not suffer financially from being deployed. 
I urge my colleagues to support this important 
bill. 

Mr. SESTAK. Mr. Speaker, I yield 
back the remainder of my time. 

The SPEAKER pro tempore. The 
question is on the motion offered by 
the gentleman from New York (Mr. 
RANGEL) that the House suspend the 
rules and pass the bill, H.R. 6081, as 
amended. 

The question was taken. 
The SPEAKER pro tempore. In the 

opinion of the Chair, two-thirds being 
in the affirmative, the ayes have it. 

Mr. SESTAK. Mr. Speaker, on that I 
demand the yeas and nays. 

The yeas and nays were ordered. 
The SPEAKER pro tempore. Pursu-

ant to clause 8 of rule XX and the 
Chair’s prior announcement, further 
proceedings on this motion will be 
postponed. 

f 

MESSAGE FROM THE PRESIDENT 

A message in writing from the Presi-
dent of the United States was commu-
nicated to the House by Ms. Wanda 
Evans, one of his secretaries. 

f 

SENSE OF HOUSE REGARDING 
FOSTER PARENTS 

Mr. MCDERMOTT. Mr. Speaker, I 
move to suspend the rules and agree to 
the resolution (H. Res. 1185) expressing 
the sense of the House of Representa-
tives that Congress should recognize 
the important contributions of Ameri-
cans who serve as foster parents and, in 
doing so, unselfishly open their homes 
and family lives to children in need. 

The Clerk read the title of the resolu-
tion. 

The text of the resolution is as fol-
lows: 

H. RES. 1185 

Whereas the Nation’s foster care system 
provides a sanctuary for children who are 
unable to live safely in their homes; 

Whereas in 2006, some 799,000 children 
spent at least 24 hours in foster care and, on 
any given day, roughly 510,000 children were 
in the Nation’s foster care system; 

Whereas the primary goal of foster care is 
to ensure the safety and well-being of chil-
dren while working to expeditiously provide 
children with a permanent, safe, and loving 
home; 

Whereas via reunification with parents, 
adoption, or legal guardianship, some 289,000 
children left foster care in 2006 for a perma-
nent home; 

Whereas 303,000 children entered foster 
care in 2006; 

Whereas more than 43 percent of the chil-
dren that entered foster care in 2005 were age 
5 and younger; 

Whereas studies have found that a child’s 
early years are critical for his or her brain 
development, making it extremely impor-
tant for all children to live in a safe and lov-
ing home during this critical period in their 
lives; 

Whereas in 2005, the median age of a child 
in foster care was just over 10 years old and 
the median length of stay for a child in fos-
ter care was nearly 16 months; 

Whereas while a majority of children liv-
ing in foster care had the goal of being reuni-
fied with their parents, nearly 20 percent of 
foster children were seeking adoption in 2005; 

Whereas each year as many as 24,000 teens 
will reach the age of 18 while in foster care 
and age out of the system without finding a 
permanent family; 

Whereas on any given day in 2006, there 
were as many as 129,000 children in the foster 
care system waiting to be adopted; 

Whereas in 2005, roughly 60 percent of the 
children who left foster care for a permanent 
adoptive family were adopted by their foster 
parents and another 25 percent were adopted 
by relatives; and 

Whereas it would be appropriate to des-
ignate the month of May 2008 as National 
Foster Care Month: Now, therefore, be it 

Resolved, That it is the sense of the United 
States House of Representatives that— 

(1) all Americans should work together to 
strengthen families and reduce the need of 
foster care placement for children; and 

(2) Congress should continue its commit-
ment to providing critical assistance to chil-
dren and families involved in the foster care 
system through the title IV program in the 
Social Security Act and other programs that 
are designed to help children reunite with 
their parents or find a loving and permanent 
home when they cannot return to their bio-
logical parents. 

The SPEAKER pro tempore. Pursu-
ant to the rule, the gentleman from 
Washington (Mr. MCDERMOTT) and the 
gentleman from Illinois (Mr. WELLER) 
each will control 20 minutes. 

The Chair recognizes the gentleman 
from Washington. 

Mr. MCDERMOTT. Mr. Speaker, 
every day another 850 American chil-
dren enter foster care. If you go outside 
and walk along the Mall today, you 
will see cardboard cutouts of children. 
Another 850 representations will be 
added each day this week to help us all 
understand who are at risk and what is 
at stake. The fact is, most people are 
unaware of how many children are in 
foster care right now and how many 
more will be in foster care tomorrow. 
My hope is that the image of those 
cardboard cutouts will be so compel-
ling that America will take and de-
mand action. 

As the chairman of the subcommittee 
with jurisdiction over the foster care 
system, I want the House to make this 
issue as important as the children we 
need to help. Each child in this Nation 
deserves nothing less than a safe, lov-
ing home with a caregiver who ensures 
their physical and emotional well- 
being, supports their dreams in life and 
helps them become healthy and happy 
adults. For over a half a million chil-
dren in our Nation, that home is not 
with their biological parents. Instead, 
the nurturing environment is found in 
the homes of foster families, who tem-
porarily support a child until that 
child can either be safely returned to 
their biological parents or moved to a 
permanent home. 

What I just described in a few words 
doesn’t begin to cover the heroic ac-
tions by Americans on behalf of foster 
children, so we are here today to mark 
the month of May as National Foster 
Care Month. It is a designation re-
served for heroes, and there are hun-
dreds of thousands of American heroes 
to be noticed and thanked. They are 
the people who open their homes and 
their hearts to children who are seek-
ing sanctuary when they are no longer 
able to live safely in their homes. 
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